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/DL[LDQJ�6XQ

��� 0DMRU�UHVHDUFK�TXHVWLRQV �
��� 7ZR�IRUPV�RI�FRPSHWLWLRQ�DQG�RZQHUVKLS�UHVWUXFWXULQJ �
��� 0DUNHW�LQWHUPHGLDWLRQ��RUJDQL]DWLRQDO�FDSLWDO�DQG�VRFLDO�FDSLWDO �
��� 2UJDQL]DWLRQ�RI�WKH�YROXPH �

�� ,1&(17,9(�6758&785(�2)�2:1(56+,3�5(6758&785,1*�
$�*(1(5$/�',6&866,21 ��
/DL[LDQJ�6XQ

���� 7KH�WUDQVLWLRQDO�ILUP�DV�D�SROLWLFDO�LQVWLWXWLRQ ��
��� 5HGXFLQJ�WKH�FRVWV�RI�RZQHUVKLS�DQG�JRYHUQDQFH ��
��� -RLQW�VWRFN�FR�RSHUDWLYH��LWV�VW\OL]HG�IHDWXUHV�DQG�IXQFWLRQLQJ�PHFKDQLVPV ��

�� /2&$/�*29(510(17�$1'�2:1(56+,3�5()250�2)�60$//
$1'�0(',80�62(V ��
(GZDUG�;��*X

��� ,QWURGXFWLRQ ��
��� )LYH�YHKLFOHV�IRU�VPDOO�FRUSRUDWL]DWLRQ ��
��� :K\�VPDOO�FRUSRUDWL]DWLRQ"�7KH�LQFHQWLYH�VWUXFWXUH�RI�ORFDO�JRYHUQPHQW ��
��� 5HFRQWUDFWLQJ�IRU�SURSHUW\�ULJKWV��WKH�UROH�RI�WKH�VWDWH ��
���� &RQVHTXHQFHV�RI�ORFDO�62(�RZQHUVKLS�UHIRUP��FKDQJHV�LQ�JRYHUQPHQW�

HQWHUSULVH�UHODWLRQV ��
��� 5HPDLQLQJ�LQVWLWXWLRQDO�ERWWOHQHFNV�DQG�LPSHGLPHQWV�WR�VPDOO

FRUSRUDWL]DWLRQ ��

�� )520�9$*8(/<�'(),1('�72�-2,17�672&.�&2�23(5$7,9(6�
2:1(56+,3�5()250�,1�7+(�79(�6(&725 ��
/DL[LDQJ�6XQ

��� 79(�SURILOH�DQG�79(�PLUDFOH ��
��� :K\�KDYH�79(V�EHHQ�VR�VXFFHVVIXO" ��
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��� :K\�79(V�QHHG�RZQHUVKLS�UHVWUXFWXULQJ ��
��� 7KH�HPHUJHQFH�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�79(�VHFWRU ��
��� 5HPDLQLQJ�FKDOOHQJHV�WR�79(�GHYHORSPHQW�DQG�UHIRUP ��
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��� 'HYHORSPHQW�RI�WKH�SULYDWH�VHFWRU��DQ�RYHUYLHZ ��
��� 7KH�:HQ]KRX�PRGHO��DQ�H[DPSOH�RI�SULYDWH�VHFWRU�GHYHORSPHQW�LQ�&KLQD ��
��� 7KH�GHSHQGHQFH�RI�SULYDWH�HQWHUSULVHV�RQ�ORFDO�JRYHUQPHQWV�IRU�VRFLDO

DQG�LQVWLWXWLRQDO�FDSLWDO ��
��� 7KH�UHPDLQLQJ�FRQVWUDLQWV�WR�SULYDWH�VHFWRU�GHYHORSPHQW ��
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��� ,QWURGXFWLRQ ��
��� )LYH�OHVVRQV�IRU�SURPRWLQJ�60(V�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV ��
��� 7KH�HPHUJLQJ�UROH�RI�ORFDO�JRYHUQPHQWV�DV�PDUNHW�SUHVHUYHV�LQ�5XVVLD

DQG�RWKHU�)68�FRXQWULHV ��
��� :KDW�REVWUXFWV�)68�LQ�GUDZLQJ�OHVVRQV�IURP�&KLQD" ���
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7DEOH���� &RPSDUDWLYH�PRGHOV�RI�LQVLGHUV
�FRQWURO��XQGHUVWDQGLQJ�WKH�IHDWXUHV
RI�MRLQW�VWRFN�FR�RSHUDWLYHV ��

7DEOH���� 6PDOO�DQG�PHGLXP�VL]HG�62(V�LQ�WKH�VWDWH�RZQHG�LQGXVWULDO�VHFWRU� ��

7DEOH���� 'HYHORSPHQW�RI�QRQ�VWDWH�VHFWRUV�LQ�QRQ�DJULFXOWXUDO�HFRQRP\��������� ��

7DEOH���� /RVVHV�RI�VWDWH�RZQHG�LQGXVWULDO�HQWHUSULVHV ��

7DEOH���� /LDELOLW\�DVVHW�UDWLR�RI�&KLQHVH�LQGXVWULDO�HQWHUSULVHV�ZLWK�WKH�LQGHSHQGHQW
DFFRXQWLQJ�V\VWHP� ��

7DEOH���� 3URILW�FDSLWDO�UDWLR�RI�&KLQHVH�LQGXVWULDO�HQWHUSULVHV�ZLWK�WKH�LQGHSHQGHQW
DFFRXQWLQJ�V\VWHP ��

7DEOH���� *RYHUQPHQW�VXEVLGLHV�WR�ORVV�PDNLQJ�62(V�LQ�WKH�����V ��

7DEOH���� 5HGXQGDQW�ZRUNHUV�LQ�����62(V��ILUVW�TXDUWHU�RI����� ��

7DEOH���� %XVLQHVV�UHYHQXH��SURILW�SOXV�WD[HV��HPSOR\PHQW�DQG�QXPEHU�RI�UXUDO
HQWHUSULVHV��E\�W\SH�RI�RZQHUVKLS�������� ��

7DEOH���� 7KH�VHFWRUDO�GLVWULEXWLRQ�RI�UXUDO�HQWHUSULVHV�������DQG����� ��

7DEOH���� 6XEVHFWRUDO�VKDUHV�RI�RXWSXW�DQG�HPSOR\PHQW�LQ�UXUDO�LQGXVWU\��������� ��

7DEOH���� 7KH�JURZWK�RI�79(�H[SRUW��������� ��

7DEOH���� 7KH�FRPSDULVRQ�RI�GHEW�DVVHW�UDWLRV�E\�RZQHUVKLS��HQG�RI����� ��

7DEOH���� 7KH�ULVLQJ�GHEW�DVVHW�UDWLR�RI�FRUH�79(V�LQ�6X]KRX�&LW\��-LDQJVX�3URYLQFH
������� ��

7DEOH���� &RPSDULVRQ�RI�GHEW�DVVHW�UDWLR���SHUIRUPDQFH�RI�WRZQVKLS�UXQ�79(V�
VXUYH\�GDWD�LQ�VRXWKHUQ�-LDQJVX����� ��

7DEOH���� 7KH�GLVWULEXWLRQ�RI�RZQHUVKLS�UHVWUXFWXULQJ�IRUPV��E\�WKH�HQG�RI����� ��

7DEOH���� 3ULYDWH�DQG�KRXVHKROG�HQWHUSULVHV�LQ�LQGXVWULDO�SURGXFWLRQ�������DQG����� ��

7DEOH���� 3ULYDWH�DQG�KRXVHKROG�HQWHUSULVHV�LQ�UHWDLO�WUDGH�������� ��

7DEOH���� %DVLF�LQGLFDWRUV�IRU�SULYDWH�HQWHUSULVHV�LQ�&KLQD�������� ��

7DEOH���� %DVLF�LQGLFDWRUV�RI�KRXVHKROG�ILUPV�LQ�&KLQD��������� ��

7DEOH���� 3HUFHQWDJH�GLVWULEXWLRQ�RI�QXPEHU�RI�SULYDWH�HQWHUSULVHV�E\�LQGXVWU\�
������ ��

7DEOH���� 3HUFHQWDJH�GLVWULEXWLRQ�RI�QXPEHU�RI�KRXVHKROG�ILUPV�E\�LQGXVWU\�������� ��

7DEOH���� $JH��SUHYLRXV�RFFXSDWLRQ��DQG�HGXFDWLRQDO�OHYHO�RI�WKH�KHDG�RI�SULYDWH
HQWHUSULVHV�ZKR�VWDUWHG�WKHLU�RZQ�EXVLQHVV�LQ������DQG����� ��

)LJXUH���� 1XPEHU�RI�HQWHUSULVHV�JRLQJ�LQWR�EDQNUXSWF\�LQ�&KLQD��������� ��
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'U�/DL[LDQJ�6XQ� LV� DQ� HFRQRPLVW� DQG�5HVHDUFK�)HOORZ�RI� WKH� ,QWHUQDWLRQDO� ,QVWLWXWH� IRU
$SSOLHG�6\VWHPV�$QDO\VLV��,,$6$��LQ�/D[HQEXUJ��$XVWULD��+H�KDV�GHJUHHV�LQ�PDWKHPDWLFV
IURP�%HLMLQJ�8QLYHUVLW\�DQG� D�3K'� LQ�(FRQRPLFV� IURP� WKH� ,QVWLWXWH�RI�6RFLDO�6WXGLHV� LQ
7KH�+DJXH��1HWKHUODQGV�

'U� (GZDUG� ;�� *X� LV� D� 5HVHDUFK� )HOORZ� RI� WKH� (DVW� $VLDQ� ,QVWLWXWH� RI� WKH� 1DWLRQDO
8QLYHUVLW\�RI�6LQJDSRUH��+H�KDV�D�3K'�IURP�/HLGHQ�8QLYHUVLW\�LQ�WKH�1HWKHUODQGV�

3URIHVVRU� 5REHUW� -�� 0F,QW\UH� LV� D� 6HQLRU� 5HVHDUFK� )HOORZ� DW� WKH� :RUOG� ,QVWLWXWH� IRU
'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� RI� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� �818�:,'(5�� LQ
+HOVLQNL��)LQODQG��+H�KDV� D�3K'� LQ�(FRQRPLFV� IURP� WKH�8QLYHUVLW\�RI�1RUWK�&DUROLQD�DW
&KDSHO�+LOO� DQG�DQ�03$�IURP�&RUQHOO�8QLYHUVLW\��+H� LV�SURMHFW� FR�GLUHFWRU�RI� WKH� VPDOO
DQG�PHGLXP�HQWHUSULVHV�UHVHDUFK�SURMHFW�ZLWKLQ�ZKLFK�WKLV�YROXPH�ZDV�SUHSDUHG�
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7KH� \HDU� ����� VDZ� WKH� LQWURGXFWRU\� VWDUW� RI� VHYHUDO� GLYHUVH�� LQQRYDWLYH� DQG� VXFFHVVIXO
UHIRUPV� ZLWKLQ� WKH� RZQHUVKLS� DQG� JRYHUQDQFH� VWUXFWXUHV� RI� &KLQD
V� VPDOO� DQG� PHGLXP
HQWHUSULVHV� �60(V��� 1RYHO� DUUDQJHPHQWV� VXFK� DV� 
MRLQW�VWRFN� FR�RSHUDWLYHV
�� 
MRLQW�VWRFN
SDUWQHUVKLSV
��
JUDIWHG�MRLQW�YHQWXUHV
�DQG�
VPDOO�FRUSRUDWL]DWLRQ
�ZHUH�LQWURGXFHG�RQ�D�ZLGHU
VFDOH��7KLV�QHZ�URXQG�RI�UHIRUPV�KDV�DIIHFWHG�HQWHUSULVHV� LQ�ERWK�WKH�VWDWH�VHFWRU�DQG� WKH
ORFDO�JRYHUQPHQW�HQWHUSULVH�VHFWRUV�

7KLV�YROXPH�JLYHV�UHDGHUV�RI�DOO�EDFNJURXQGV�DQ�XS�WR�GDWH�VHQVH�RI�WKH�G\QDPLF�FKDQJHV
JRLQJ� RQ� LQ� WKH� &KLQHVH� HFRQRPLF� V\VWHP��:KLOH� LW� LV� NQRZQ� WKDW� WKH� 79(V� KDYH� EHHQ
VXFFHVVIXO�DV�D�GHYHORSPHQW�LQVWUXPHQW�LQ�UHPRWH�SRYHUW\�VWULFNHQ�DUHDV�� LW� LV�DPD]LQJ�WR
GLVFRYHU� LWV� G\QDPLF� HFRQRPLF� VXFFHVV� LQ� WKH� KLJKO\� FRPSHWLWLYH�PDUNHWV� RI� WKH� UDSLGO\
PRGHUQL]LQJ� VRXWKHUQ� FRDVWDO� DUHDV� ZKHUH� WKHUH� DUH� VHYHUDO� RWKHU� W\SHV� RI� HQWHUSULVHV
�SULYDWH�� ODUJH� PDUNHWL]HG� 62(V�� MRLQW� YHQWXUHV�� DQG� VR� RQ��� &OHDUO\� WKLV� LV� D� QDWLRQDO
H[SHULHQFH�ZRUWK\�RI�VXVWDLQHG�DQG�VHULRXV�LQWHUQDWLRQDO�DWWHQWLRQ��,QGHHG��WKH�79(�PRGHO
RXJKW� WR�EH� GLVWLOOHG� LQ� GHWDLO� DQG� SRVVLEO\� UHSOLFDWHG�� DIWHU� WKH� GXH� DGDSWDWLRQV�� LQ� RWKHU
HFRQRPLHV� LQ� WUDQVLWLRQ�� ,� DP� WKHUHIRUH� KDSS\� WR� EULQJ� WR� WKH� IRUH� WKLV� QRWHZRUWK\
FRPSRQHQW� RI� 818�:,'(5
V� UHVHDUFK� SURJUDPPH� RQ� WUDQVLWLRQDO� HFRQRPLHV� IRU� JOREDO
DZDUHQHVV�

*LRYDQQL�$QGUHD�&RUQLD
'LUHFWRU��818�:,'(5

2FWREHU�����
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7KH�DXWKRUV�ZRXOG�OLNH�WR�WKDQN�*LRYDQQL�$QGUHD�&RUQLD��(QULFR�3HURWWL��/LDQJ�=RX��DQG
WKH�RWKHU�SDUWLFLSDQWV�RI� WKLV� SURMHFW� IRU� FRPPHQWV�� VWLPXODWLQJ� GLVFXVVLRQV�� DQG� VXSSRUW�
7KH� WKDQNV� DUH� DOVR� WR� /RUUDLQH� 7HOIHU�7DLYDLQHQ� IRU� KHU� DVVLVWDQFH� LQ� HGLWLQJ� DQG
IRUPDWWLQJ�
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6LQFH������D�VHULHV�RI� UDGLFDO�DQG�VXFFHVVIXO� UHIRUPV�RI� WKHLU�RZQHUVKLS�DQG�JRYHUQDQFH
VWUXFWXUHV� KDYH� EHHQ� FRQGXFWHG� E\� &KLQD
V� VPDOO� DQG� PHGLXP� HQWHUSULVHV� �60(V��
,QQRYDWLYH� DUUDQJHPHQWV� VXFK� DV� 
MRLQW�VWRFN� FR�RSHUDWLYHV
�� 
MRLQW�VWRFN� SDUWQHUVKLSV
�

JUDIWHG� MRLQW� YHQWXUHV
� DQG� 
VPDOO� FRUSRUDWL]DWLRQ
� KDYH� EHHQ� XVHG�� 7KLV� QHZ� URXQG� RI
UHIRUP�KDV� DIIHFWHG�60(V� LQ� ERWK� WKH� VWDWH� DQG� QRQ�VWDWH� VHFWRUV� DQG� LQ� ERWK� XUEDQ� DQG
UXUDO�DUHDV�

/RFDO�JRYHUQPHQWV�SOD\�D�VLJQLILFDQW�UROH�LQ�WKLV�URXQG�RI�PDUNHW�IDFLOLWDWLQJ�UHIRUP��(YHQ
LQ�WKH�VWDWH�VHFWRU� WKHVH� UHIRUPV�KDV�EHHQ� OHG�E\� ORFDO�JRYHUQPHQWV��PDLQO\�FRXQWLHV�DQG
FLWLHV�� �6LQFH�WKH�HDUO\�����V�ORFDO�JRYHUQPHQWV� LQ�&KLQD�KDYH�JUDGXDOO\�FRPH�WR�FRQWURO
DOO� RI� WKH� VPDOO�� DQG� D� ODUJH� SURSRUWLRQ� RI� WKH� PHGLXP�VL]HG� VWDWH�RZQHG� HQWHUSULVHV
�62(V���7KH�UHIRUP�RI�WKHVH� ORFDO�62(V�KDV�EHHQ�D�UHVSRQVH�WR� WKH�SUHVHQW�ILQDQFLDO�DQG
EXVLQHVV�GLIILFXOWLHV�

2Q� WKH� RWKHU� KDQG�� WKH� VLPXOWDQHRXV� RZQHUVKLS� UHIRUP� LQ� WKH� WRZQVKLS� DQG� YLOODJH
HQWHUSULVH��79(��VHFWRU�LV�DQ�DFWLYH�UHVSRQVH�WR�SRWHQWLDO�RU�IRUHVHHDEOH�IXWXUH�GLIILFXOWLHV�
7KH�79(�JURZWK�PLUDFOH�KDV�LQ�IDFW�FRQWLQXHG��SURGXFLQJ������RI�WRWDO�H[SRUWV�DQG�PRUH
WKDQ� ��� SHUFHQW� RI� *'3� E\ 1997. 3ULYDWH� DQG� KRXVHKROG�UXQ� HQWHUSULVHV� KDYH� DOVR
H[SHULHQFHG�YHU\� UDSLG�JURZWK�VLQFH� WKH�QHZ� UHIRUP�HUD�RSHQHG� LQ�������0DQ\�RI� WKHVH
ILUPV�KDYH�VXE�FRQWUDFWRU�RU�RWKHU�DIILOLDWHG�UHODWLRQVKLSV�ZLWK�79(V�RU�ORFDOO\�FRQWUROOHG
62(V�

2I� WKH� 79(V� WKDW� KDYH� DGRSWHG� WKH� MRLQW�VWRFN� FR�RSHUDWLYH� IRUP�� PRVW� DUH� 
FORVHG� FR�
RSHUDWLYHV
�ZLWK�VKDUHV�WKDW�DUH�QRW�WUDGDEOH�E\�RXWVLGHUV�DQG�ORFDO�JRYHUQPHQW�DV�WKH�RQO\
QRQ�HPSOR\HH�VKDUHKROGHU��0DQ\�SXUHO\�SULYDWH�HQWHUSULVHV�KDYH�EHHQ�DGRSWLQJ�WKLV�VDPH
IRUP�� DJDLQ� RIWHQ� EULQJLQJ� LQ� ORFDO� JRYHUQPHQW� DV� DQ� HTXLW\� KROGHU�� $� FRPSOH[� DQG� LQ
VRPH�ZD\V� XQSUHGLFWDEOH� 
PL[HG
� V\VWHP� LV� HPHUJLQJ�ZKHUH� 
SXEOLF
� RZQHUVKLS� GRHV� QRW
PHDQ�VWDWH�RZQHUVKLS�DQG�ZKHUH� WKH� WHUP� 
SULYDWH
� LV� FRPPRQO\�XVHG� WR�GHVFULEH�HQWLWLHV
WKDW�KDYH�QR�FRQYHQWLRQDO�SULYDWH�RZQHU�

7KH� &KLQHVH� H[SHULHQFH� LQGLFDWHV� WKDW� LW� LV� GHVLUDEOH� WR� DGRSW� D� SUDJPDWLF� PXOWL�WUDFN
VWUDWHJ\� RI� EXLOGLQJ�PDUNHW� LQVWLWXWLRQV��ZKLFK� UHTXLUHV� DFWLYH� DQG� VXVWDLQHG� JRYHUQPHQW
SROLF\� HQJDJHPHQW�� �7KH� DXWKRULWLHV�PXVW�ZRUN� WR�� �D�� VXSSO\� LQFHQWLYHV�ZKLFK� LQGXFH� D
PDUNHW�OHDUQLQJ�HYROXWLRQ�RI�WKH�H[LVWLQJ�LQVWLWXWLRQV���E��GHYHORS�PDUNHW�RUJDQL]DWLRQV�DQG
LQVWLWXWLRQV� LQ� D� ZD\� WKDW� FRPELQHV� QHZ�� PDUNHW�RULHQWHG� HOHPHQWV� ZLWK� WKH� H[LVWLQJ
RUJDQL]DWLRQDO�DQG�LQVWLWXWLRQDO�FDSLWDO��DQG��F��HQFRXUDJHV�DQG�VXSSRUWV�WKH�FRH[LVWHQFH�RI
GLYHUVH�RUJDQL]DWLRQDO�DQG�PDQDJHULDO�DUUDQJHPHQWV�
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,1752'8&7,21��48(67,216�$1'�$1$/<7,&�)5$0(:25.

/DL[LDQJ�6XQ

��� 0DMRU�UHVHDUFK�TXHVWLRQV

6LQFH� ������ &KLQD
V� VPDOO� DQG� PHGLXP� HQWHUSULVHV� �60(V�� LQ� DOO� VHFWRUV� RI� WKH� VWDWH�
WRZQVKLS�DQG�YLOODJH��DQG�SULYDWH�KDYH�FRQGXFWHG�D�VHULHV�RI�UDGLFDO�DQG�VXFFHVVIXO�UHIRUPV
RI�WKHLU�RZQHUVKLS�DQG�JRYHUQDQFH�VWUXFWXUHV��$Q�LQQRYDWLYH�DUUDQJHPHQW�� MRLQW�VWRFN�FR�
RSHUDWLYH��RU�MRLQW�VWRFN�SDUWQHUVKLS���KDV�EHFRPH�ZLGHVSUHDG��VXSSOHPHQWHG�E\�WUDGLWLRQDO
PHDVXUHV� VXFK� DV� VHOOLQJ�� OHDVLQJ�� WDNLQJ� RYHU��PHUJLQJ�� DQG� UHVWUXFWXULQJ� WKURXJK� 6LQR�
IRUHLJQ�MRLQW�YHQWXUH��
JUDIWHG
�MRLQW�YHQWXUH��DQG�FRUSRUDWL]DWLRQ��RU�HTXLWL]DWLRQ��

7KH� FDWHJRU\� RI� 60(V� LQ� &KLQD� LQFOXGHV� DOPRVW� DOO� 79(V� �WRZQVKLS� DQG� YLOODJH
HQWHUSULVHV���SULYDWH�HQWHUSULVHV��DQG�KRXVHKROG�HQWHUSULVHV��ZKLFK�WRJHWKHU�SURGXFHG�PRUH
WKDQ� ��� SHU� FHQW� RI� &KLQD
V� JURVV� GRPHVWLF� SURGXFW� �*'3�� LQ� ������ ,Q� WKH� VWDWH� VHFWRU�
60(V�KDYH�SOD\HG�D�PDMRU�UROH�DV�ZHOO��8UEDQ�60(V�SURYLGHG����SHU�FHQW�RI�HPSOR\PHQW
IRU�WKH�XUEDQ�ODERXU�IRUFH�LQ�WKH�����V���$FFRUGLQJ�WR�WKH������1DWLRQDO�,QGXVWULDO�&HQVXV�
WKHUH�ZHUH������� ODUJH� DQG��������PHGLXP�VL]HG� LQGXVWULDO� HQWHUSULVHV��7KHVH� ODUJH�� DQG
PHGLXP�VL]H�HQWHUSULVHV�DUH�PDLQO\�VWDWH�RZQHG�HQWHUSULVHV��62(V��WKDW�WRJHWKHU�SURGXFHG
OHVV�WKDQ����SHU�FHQW�RI�QDWLRQDO�LQGXVWULDO�YDOXH�DGGHG�DQG�EXVLQHVV�UHYHQXH�LQ�������

,Q�WKH�VWDWH�VHFWRU��WKLV�QHZ�URXQG�RI�UHIRUP�KDV�EHHQ�RQFH�DJDLQ�LQLWLDWHG�DQG�OHG�E\�ORFDO
JRYHUQPHQWV²PDLQO\� FRXQWLHV� DQG� FLWLHV� ZLWK� D� SUHIHFWXUDO�� RU� FRXQW\�UDQN� LQ� &KLQD
V
DGPLQLVWUDWLYH� KLHUDUFK\�� 6LQFH� WKH� HDUO\� ����V� WKHVH� FRXQW\� DQG� FLW\� JRYHUQPHQWV� KDYH
JUDGXDOO\� FRPH� WR� FRQWURO� DOO� VPDOO� DQG� D� ODUJH� SURSRUWLRQ� RI� PHGLXP�VL]HG� 62(V�
'LIIHUHQW� IURP� WKH� VLWXDWLRQ� LQ� WKH� IRUPHU� 6RYLHW� 8QLRQ� DQG� (DVWHUQ� (XURSH�� WKH� VL]H
GLVWULEXWLRQ� RI� 62(V� LQ� &KLQD� LV� VNHZHG� WRZDUG� WKH� VPDOO� DQG� PHGLXP� RQHV�� DQG
IXUWKHUPRUH� WKH� GLVWULEXWLRQ� LV� VSUHDG� DFURVV� WKH� FRXQWU\� UDWKHU� WKDQ� JHRJUDSKLFDOO\
FRQFHQWUDWHG� �WKLV� YROXPH�� 6HFWLRQ� ����� 4LDQ� DQG� ;X�� ������� 7KHUHIRUH�� LQ� &KLQD
RZQHUVKLS� UHVWUXFWXULQJ� RI� WKHVH� ORFDOO\� FRQWUROOHG� 62(V� LV� HTXDOO\�� LI� QRW� PRUH�� DV
VLJQLILFDQW�DV� WKH�UHVWUXFWXULQJ�RI� WKH� ODUJH�RQHV� WKDW�DUH� ODUJHO\�FRQWUROOHG�E\� WKH�FHQWUDO
JRYHUQPHQW��6HYHUDO�LQWHUHVWLQJ�TXHVWLRQV�DULVH�KHUH��:K\�ORFDO�JRYHUQPHQWV�KDYH�ILQDOO\
FRPH�WR�KDYH�D�VWURQJ�PRWLYDWLRQ�WR�JLYH�XS�D�ODUJH�VHW�RI�WKHLU�GH�IDFWR�RZQHUVKLS�ULJKWV
������������������������������������������������
��3HRSOH
V�'DLO\����$SULO������
��7KH�RIILFLDO�GHILQLWLRQ�RI�ODUJH��PHGLXP��DQG�VPDOO�HQWHUSULVHV�YDULHV�E\�LQGXVWU\�DQG�WDNHV�DFFRXQW�RI�PDQ\
IDFWRUV� VXFK� DV� IL[HG� FDSLWDO�� EXVLQHVV� UHYHQXH�� HPSOR\PHQW�� DQG� VR� RQ�� )RU� RXU� DQDO\VLV� RI� LQVWLWXWLRQDO
FKDQJH��WKH�GHWDLOV�RI�WKHVH�GHILQLWLRQV�DUH�QRW�LPSRUWDQW��)RU�WKRVH�UHDGHUV�ZKR�DUH�LQWHUHVWHG�LQ�WKH�GHWDLOV�RI
WKLV� GHILQLWLRQ�� SOHDVH� UHIHU� WR�$SSHQGL[� ,,,� RI�&KLQD� ,QGXVWULDO� (FRQRPLF� 6WDWLVWLFDO�<HDUERRN�� ������ 6HH
DOVR�3HRSOH
V�'DLO\�����)HEUXDU\������



�

RYHU� WKHLU� ORFDO�UXQ�62(V��DIWHU�HQMR\LQJ�WKHVH� ULJKWV�IRU�VHYHUDO�GHFDGHV�GXULQJ�ERWK� WKH
SUH�UHIRUP�SHULRG� �PDLQO\� LQ� WKH� ����V�� DQG� WKH� WZHQW\� \HDUV� RI� UHIRUPV"�$UH� WKH� ORFDO
JRYHUQPHQWV�JDLQHUV�RU�ORVHUV�LQ�WKH�UHIRUP"�:KDW�LQFHQWLYHV�KDYH�LQGXFHG�WKH�ORFDO�62(
PDQDJHUV� WR� DFFHSW� DQG� LQ� PRVW� FDVHV� WR� LPSOHPHQW� WKH� PRVW� UDGLFDO� UHIRUP� PHDVXUHV�
ZKHQ�LW�LV�WKH\�ZKR�DUH�FOHDUO\�UXQQLQJ�WKH�ULVNV�RI�ORVLQJ�FRQWURO�ULJKWV�DQG�MRE�VHFXULW\"
:KHUH�LV�WKH�SRVLWLRQ�DQG�ZKDW�LV�WKH�DWWLWXGH�RI�ZRUNHUV�LQ�WKH�UHIRUP�SURFHVV"�:KDW�DUH
WKH� FRQVHTXHQFHV� RI� WKH� UHIRUP�� LQ� WHUPV� RI� HFRQRPLF� SHUIRUPDQFH�� WKH� UHODWLRQVKLS
EHWZHHQ�JRYHUQPHQW�DQG�HQWHUSULVHV��ODERXU�PDQDJHPHQW�UHODWLRQV��DQG�PRVW�LPSRUWDQWO\�
RZQHUVKLS�DQG�JRYHUQDQFH�VWUXFWXUHV"

,I�UHIRUP�RI�60(�RZQHUVKLS�LQ�WKH�VWDWH�VHFWRU�LV�EHVW�VHHQ�DV�D�UHODWLYHO\�SDVVLYH�UHVSRQVH
WR�WKH�SUHVHQW�ILQDQFLDO�DQG�EXVLQHVV�GLIILFXOWLHV�IDFHG�E\�WKH�VWDWH�60(V��RZQHUVKLS�UHIRUP
LQ� WKH� WRZQVKLS� DQG�YLOODJH� HQWHUSULVH� �79(�� VHFWRU� LV� DQ�DFWLYH� UHVSRQVH� WR�SRWHQWLDO� RU
IRUHVHHDEOH� GLIILFXOWLHV� 79(V�PD\� FRQIURQW� LQ� WKH� QHDU� IXWXUH�� 'XULQJ� �������� WKH� 79(
VHFWRU�FRQWLQXHG�LWV�JURZWK�PLUDFOH��79(�YDOXH�DGGHG�LQFUHDVHG�IURP�������ELOOLRQ�\XDQ�LQ
����� WR� �������� ELOOLRQ� \XDQ� LQ� ������ LPSO\LQJ� D� UHDO� JURZWK� UDWH� RI� ����� SHU� FHQW� SHU
DQQXP���7KH�H[SRUW�SHUIRUPDQFH�RI�79(V�KDV�EHHQ�PRUH�LPSUHVVLYH��7KH�YDOXH�RI�H[SRUW
JRRGV�GHOLYHU\� LQFUHDVHG� IURP�86�������ELOOLRQ� LQ������ WR�86������ELOOLRQ� LQ������DQG
WKH�79(�VKDUH�LQ�WRWDO�QDWLRQDO�H[SRUWV�URVH�IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ
����� �VRXUFHV�� VDPH� DV� LQ�7DEOH� ������ 6LQFH� ������ LQGXVWULDO� 79(V� KDYH� SURGXFHG�PRUH
WKDQ� KDOI� RI� WKH� QDWLRQDO� WRWDOV� RI� LQGXVWULDO� YDOXH�DGGHG�� SURILWV�� DQG� RXWSXW�� WKH� 79(
VHFWRU� DV� D� ZKROH� KDV� FUHDWHG�PRUH� WKDQ� ��� SHU� FHQW� RI� &KLQD
V� JURVV� GRPHVWLF� SURGXFW
�*'3���Ministry of Agriculture, 1997)��

,Q� WKH� GLVFXVVLRQ� WKDW� IROORZV�� 79(� DQG� 79(V� DUH� XQGHUVWRRG� LQ� WKH� QDUURZHU� VHQVH� RI
WKRVH�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS�RQO\��:KHQ�LW�LV�QHFHVVDU\�WR�HPSKDVL]H�WKHVH
79(V�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS��ZH�PD\�DOVR�FDOO�WKHP�
FRUH�79(V
�

:K\�GLG�79(V��WKH�FUHDWRUV�RI�WKH�79(�PLUDFOH��QHHG�WR�UHIRUP�WKHPVHOYHV"�,Q�DGGLWLRQ�
VLPLODU� WR� WKH�TXHVWLRQV� DULVLQJ� LQ� WKH� VWDWH� VHFWRU��ZKDW� KDV�PRWLYDWHG� WKH� WRZQVKLS� DQG
YLOODJH�JRYHUQPHQWV� WR�JLYH�XS�D� ODUJH� VHW�RI� WKHLU�GH� IDFWR�RZQHUVKLS�DQG�FRQWURO� ULJKWV
RYHU�WKHLU�79(V"�$UH�WKH\�JDLQHUV�RU�ORVHUV�LQ�WKH�UHIRUP"�:KDW�LQFHQWLYHV�DUH�FRQIURQWHG
E\�WKH�79(�PDQDJHUV�DQG�ZRUNHUV� LQ� WKH� UHIRUP�SURFHVV"�:KDW�DUH� WKH�FRQVHTXHQFHV�RI
WKH� UHIRUP�� LQ� WHUPV� RI� HFRQRPLF� SHUIRUPDQFH�� WKH� UHODWLRQVKLS� EHWZHHQ� FRPPXQLW\
JRYHUQPHQWV� DQG� 79(V�� ODERXU�PDQDJHPHQW� UHODWLRQV�� DQG�PRVW� LPSRUWDQWO\�� RZQHUVKLS
DQG�JRYHUQDQFH�VWUXFWXUHV"

������������������������������������������������
��7KH�UHOHYDQW�ILJXUHV�DUH�GHIODWHG�E\�WKH�JHQHUDO�UHWDLO�SULFH�LQGH[��'DWD�VRXUFHV�DUH�6WDWH�6WDWLVWLFDO�%XUHDX�
6WDWLVWLFDO�<HDUERRN�RI�&KLQD� �<HDUERRN�KHUHDIWHU������������DQG������<HDUERRN�RI�&KLQD
V�7RZQVKLS�DQG
9LOODJH�(QWHUSULVHV��79(�<HDUERRN�KHUHDIWHU���������������
��,Q�WKLV�SDUDJUDSK��DFFRPPRGDWLQJ�WR�GDWD�OLPLWDWLRQV��WKH�79(�GDWD�LV� LQWHUSUHWHG�LQ�WKH�EURDGHU�VHQVH�� WR
LQFOXGH� KRXVHKROG�UXQ� DQG� MRLQWO\�RZQHG� SULYDWH� HQWHUSULVHV�� ZKLFK� DFFRXQWHG� IRU� ����� SHU� FHQW� RI� YDOXH
DGGHG�DQG������SHU�FHQW�RI�HPSOR\PHQW�LQ�WKH�EURDGHU�79(�VHFWRU�LQ������DQG�WHQG�WR�EH�PXFK�VPDOOHU� LQ
VFDOH� WKDQ� 79(V� ZLWK� GRPLQDQW� FRPPXQLW\� RZQHUVKLS� �79(� <HDUERRN� ������ ������ ,Q� DGGLWLRQ�� D� ODUJH
QXPEHU�RI�KRXVHKROG�UXQ�DQG�MRLQWO\�RZQHG�SULYDWH�HQWHUSULVHV�DUH�VXEFRQWUDFWHG�VXEVLGLDULHV�RI�ODUJHU�79(V
WKDW�KDYH�GRPLQDQW�FRPPXQLW\�RZQHUVKLS��$V�D�UHVXOW��79(�H[SRUWV�ODUJHO\�FRPH�IURP�79(V�ZLWK�GRPLQDQW
FRPPXQLW\�RZQHUVKLS��6HH�People’s Daily, 19 February 1997 and ��)HEUXDU\������
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7KH�SULYDWH�DQG�KRXVHKROG�UXQ�HQWHUSULVH�VHFWRU�KDV�H[SHULHQFHG�YHU\� UDSLG�JURZWK�VLQFH
������ WKDQNV� WR� WKH� QHHGHG� LPSURYHPHQWV� LQ� WKH� LGHRORJLFDO� HQYLURQPHQW� DQG� FRQFUHWH
SROLF\� WUHDWPHQW� IROORZLQJ� WKH� UHQHZHG� LPSXOVH� IRU� UHIRUP��7KH�QXPEHU�RI�SULYDWH� ILUPV
LQFUHDVHG�IURP���������LQ������WR���������LQ�������RI�ZKLFK�DERXW����SHU�FHQW�DUH�LQ�WKH
XUEDQ�DUHDV�DQG�WKH�UHPDLQLQJ����SHU�FHQW�LQ�WKH�UXUDO�DUHDV��DQG�WKHLU�DYHUDJH�HPSOR\PHQW
VL]H�GURSSHG�VOLJKWO\�IURP����LQ������WR����LQ�������7KH�QXPEHU�RI�KRXVHKROG�UXQ�ILUPV
URVH�IURP������PLOOLRQ�LQ������WR������PLOOLRQ�LQ�������RI�ZKLFK�DERXW����SHU�FHQW�DUH�LQ
WKH� UXUDO� DUHDV�� 2I� WKH� WRWDO� QXPEHU� RI� SULYDWH� DQG� KRXVHKROG�UXQ� ILUPV��PRUH� WKDQ� KDOI
KDYH�HQJDJHG�LQ�ZKROHVDOH�DQG�UHWDLO�WUDGH�DQG�LQ�FDWHULQJ�VHUYLFHV��DQG�DERXW����SHU�FHQW
DUH�LQGXVWULDO�ILUPV��)URP������WR�������WKH�VKDUH�RI�WKHVH�LQGXVWULDO�ILUPV�LQ�WKH�QDWLRQDO
WRWDO�LQGXVWULDO�RXWSXW�LQFUHDVHG�IURP�DERXW���SHU�FHQW�WR����SHU�FHQW��<HDUERRN�����������
��������������������������������������

7ZR�VSHFLILF�FKDUDFWHULVWLFV�RI�WKLV�VHFWRU�DUH�RI�JUHDW�LQWHUHVW�WR�WKLV�UHVHDUFK��)LUVW��SULYDWH
DQG�KRXVHKROG�UXQ�SURGXFWLRQ�ILUPV�LQ�JHQHUDO�DQG�WKRVH�LQ� UXUDO�DUHDV� LQ�SDUWLFXODU�KDYH
RSHUDWHG� LQ� WDQGHP� ZLWK� FRPPXQLW\� DXWKRULWLHV� VXFK� DV� YLOODJH� JRYHUQPHQWV� DQG� ZLWK
FRPPXQLW\�UXQ�79(V��6HFRQG��DQ�LQFUHDVLQJ�QXPEHU�RI�WKH�SURGXFWLRQ�ILUPV�LQ�WKLV�VHFWRU
DUH�DGRSWLQJ�WKH�RZQHUVKLS�IRUP�RI�MRLQW�VWRFN�FR�RSHUDWLYH�RU�MRLQW�VWRFN�SDUWQHUVKLS�DQG
VRPH� RI� WKHP� KDYH� JURZQ� RXW� RI� MRLQW�VWRFN� FR�RSHUDWLYHV� DQG� EHFRPH� OLPLWHG� OLDELOLW\
FRPSDQLHV��:K\�GR�WKHVH�VPDOO�SULYDWH�ILUPV�SUHIHU� 
FR�RSHUDWLRQ
�ZKHQ�WKHLU� OHJDO�VWDWXV
DV� SXUHO\� SULYDWH� HQWLWLHV� KDV� EHHQ� FRQVWLWXWLRQDOO\� UHFRJQL]HG� DQG� WKH� SROLF\
GLVFULPLQDWLRQV�DJDLQVW�WKHP�KDYH�EHHQ�VXEVWDQWLDOO\�GLPLQLVKHG"

7KLV� UHVHDUFK� LQWHQGV� WR� JLYH� D� SUHOLPLQDU\� DQVZHU� WR� WKH� WKUHH� VHWV� RI� TXHVWLRQV� OLVWHG
DERYH��$PRQJ�WKHVH�TXHVWLRQV��WKH�RQH�RI�JUHDW�WKHRUHWLFDO�LQWHUHVW�LV�KRZ�WKH�RUJDQL]DWLRQ
RI� JRYHUQPHQW� PDWWHUV� LQ� SURYLGLQJ� JRYHUQPHQW� LWVHOI� ZLWK� LQFHQWLYHV� IRU� UHIRUP�� 7KH
H[LVWLQJ� WKHRULHV� RQ� JRYHUQPHQW�RZQHG� ILUPV� DQG� SULYDWL]DWLRQ� �VHH�� H�J�� 6KOHLIHU� DQG
9LVKQ\��������%R\FNR�HW�DO���������FDQQRW�DQVZHU�WKLV�TXHVWLRQ��4LDQ�DQG�5RODQG��������
1HZ� LQVLJKWV� LQWR� WKH� GLVFXVVLRQ� ZRXOG� EH� SURYLGHG� LI� ZH� DGRSW� D� QHZ� WKHRUHWLFDO
IUDPHZRUN� WKDW� LQWHJUDWHV� JHQHUDO� SURSHUW\� ULJKWV� WKHRU\� ZLWK� WKH� GXDO� SHUVSHFWLYHV� WKDW
FRPSHWLWLRQ�LQGXFHV�RZQHUVKLS�UHVWUXFWXULQJ��EXW�WKDW�RUJDQL]DWLRQDO�DQG�VRFLDO�FDSLWDO�DUH
FUXFLDO�DV�ZHOO�IRU�WKH�WUDQVLWLRQ�

7KH�DUJXPHQW�WKDW�RZQHUVKLS�UHVWUXFWXULQJ�KDV�EHHQ�LQGXFHG�E\�FRPSHWLWLRQ�VXJJHVWV�WKDW
WKH� LQWURGXFWLRQ� RI� FRPSHWLWLRQ� PHFKDQLVP� LV� PRUH� IXQGDPHQWDO� IRU� WKH� VXFFHVV� RI
WUDQVLWLRQ� WKDQ� SULYDWL]DWLRQ� ZLWKLQ� DQ� HQYLURQPHQW� ZKHUH� WKHUH� LV� DQ� DEVHQFH� RI
FRPSHWLWLRQ�� 7KH� SHUVSHFWLYH� WKDW� VWUHVVHV� WKH� LPSRUWDQFH� RI� RUJDQL]DWLRQDO� DQG� VRFLDO
FDSLWDO� LQGLFDWHV� WKDW� ZKHWKHU� JRYHUQPHQWV� LQ� WKH� WUDQVLWLRQ� HFRQRPLHV� IXQFWLRQLQJ� DV� D
PDUNHW� SURPRWHU� RU� D� UHQW� JUDEEHU� JHQHUDWHV� HVVHQWLDOO\� GLIIHUHQW� FRQVHTXHQFHV�� ,Q� RWKHU
ZRUGV��ZKHQ�WUDQVLWLRQ�KDV�VWDUWHG�LQ�DQ�HQYLURQPHQW�ZKHUH�WKHUH�LV�D�ODFN�RI�LQGHSHQGHQW
PDUNHW� LQWHUPHGLDULHV� DQG� GLVSXWH� VHWWOLQJ� LQVWLWXWLRQV�� JRYHUQPHQWV� LQ� JHQHUDO� DQG� ORFDO
JRYHUQPHQWV�LQ�SDUWLFXODU�DUH�W\SLFDOO\�WKH�RQO\�DYDLODEOH�LQVWLWXWLRQV�ZLWK�WKH�FDSDELOLW\�WR
PHGLDWH� WUDQVDFWLRQV� DQG�ZLWK� WKH� DXWKRULW\� WR� VHWWOH� GLVSXWHV�� 8QGHU� WKHVH� FRQGLWLRQV�� D
SURSHU�WUDQVIRUPDWLRQ�RI�WKH�UROH�RI�JRYHUQPHQW�IURP�D�UHQW�JUDEEHU�WR�D�PDUNHW�SURPRWHU
LV� FULWLFDO� IRU� WKH� HPHUJHQFH� DQG� GHYHORSPHQW� RI� SURIHVVLRQDO�PDUNHW� LQWHUPHGLDULHV� DQG
GLVSXWH�VHWWOLQJ�LQVWLWXWLRQV��DQG�WKXV�IRU�WKH�VXFFHVV�RI�WUDQVLWLRQ��2I�FRXUVH��FRPSHWLWLRQ�
SDUWLFXODUO\�LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ��LQGXFHV�DQG�SURPSWV�WKH�SURSHU�WUDQVIRUPDWLRQ
RI�WKH�UROH�RI�JRYHUQPHQW�DV�ZHOO�



�

7KHVH�WKUHH�SRLQWV²QDPHO\�FRPSHWLWLRQ�LQGXFLQJ�RZQHUVKLS�UHVWUXFWXULQJ��WKH�VLJQLILFDQW
UROH�RI�RUJDQL]DWLRQDO�DQG�VRFLDO�FDSLWDO��DQG�LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ�SURPSWLQJ�WKH
SURSHU� WUDQVIRUPDWLRQ� RI� WKH� UROH� RI� JRYHUQPHQW²PD\� EH� WKH� IXQGDPHQWDO� OHVVRQV� WKDW
&KLQD
V�UHIRUP�KDV�RIIHUHG�

��� 7ZR�IRUPV�RI�FRPSHWLWLRQ�DQG�RZQHUVKLS�UHVWUXFWXULQJ

����� &RPSHWLWLRQ�DV�ULYDOU\�EHKDYLRXU

7KHUH�DUH�WZR�GLIIHUHQW�FRQFHSWV�RI�FRPSHWLWLRQ�LQ�WKH�HFRQRPLFV�OLWHUDWXUH��7KH�ILUVW�RQH�LV
OLQNHG�ZLWK� WKH�FRQFHSW�RI� 
SHUIHFW� FRPSHWLWLRQ
�� LQ�ZKLFK�FRPSHWLWLRQ� LV�XQGHUVWRRG�DV�D
VHHPLQJO\� WUDQTXLO� HTXLOLEULXP� VWDWH�� 7KH� WKHRU\� HVWDEOLVKHG� DURXQG� WKLV� FRQFHSW�PDLQO\
GHDOV�ZLWK�WKH�DOORFDWLYH�HIILFLHQF\�RI�UHVRXUFHV��DQG�LW�VXJJHVWV�WKDW�XQGHU�WKH�FRPSHWLWLYH
HTXLOLEULXP� VWDWH�� ZHOO�LQIRUPHG� DJHQWV� WUHDW� SULFHV� SDUDPHWULFDOO\�� 7KH� VHFRQG� FRQFHSW
GHILQHV� FRPSHWLWLRQ� DV� ULYDOU\�EHKDYLRXU�ZLWK� UHVSHFW� WR� SULFHV��PDUNHW� VKDUHV�� FRUSRUDWH
FRQWURO�� VXUYLYDO� DQG� RWKHU� YDULDEOHV� LQ� D� ZRUOG� FKDUDFWHUL]HG� E\� IOX[�� XQFHUWDLQW\�� DQG
GLVHTXLOLEULXP� �6WLJOHU�� ������ 9LFNHUV�� ������� 6LQFH� WKH� VHFRQG� GHILQLWLRQ� IROORZV� WKH
WUDGLWLRQ� RI�+D\HN� DQG� 6FKXPSHWHU� DQG� SD\V�PDLQ� DWWHQWLRQ� WR� SURGXFWLYH� DQG� G\QDPLF
HIILFLHQF\�� LW� LV�PRUH� UHOHYDQW� WR� RXU� VWXG\� RI� WKH� HYROXWLRQDU\� G\QDPLFV� RI� ILUPV� LQ� WKH
WUDQVLWLRQ�HFRQRPLHV�

)ROORZLQJ� WKH� ULYDOU\� EHKDYLRXU� GHILQLWLRQ� RI� FRPSHWLWLRQ�� 
PRUH� FRPSHWLWLRQ
� ZLOO� EH
LQGXFHG�E\��D��JUHDWHU�IUHHGRP�RI�ULYDOV��VXFK�DV�PRUH�IUHHGRP�WR�HQWHU�DQ�LQGXVWU\���E��DQ
LQFUHDVH� LQ� WKH�QXPEHU�RI� ULYDOV�� �F�� D�PRYH� DZD\� IURP� FROOXVLRQ� DPRQJ� ULYDOV�� DQG� �G�
LQWURGXFWLRQ�RI�RU�LQFUHDVH�LQ�WKH�UHZDUGV�IRU�VXFFHVV�DQG�WKH�SHQDOW\�IRU�IDLOXUH��9LFNHUV�
������

7KH� VLJQLILFDQFH� RI� FRPSHWLWLRQ� HPSKDVL]HG� LQ� WKH� OLWHUDWXUH� FDQ� EH� VNHWFKHG� RXW� DV
IROORZV��)LUVW��FRPSHWLWLRQ�VKDUSHQV�LQFHQWLYHV�IRU�PDQDJHUV��$Q�LQFUHDVH�LQ�WKH�QXPEHU�RI
SOD\HUV� LQ� WKH� PDUNHW� HQKDQFHV� WKH� SRVVLELOLWLHV� RI� SHUIRUPDQFH� FRPSDULVRQ� EHWZHHQ
PDQDJHUV��&RPSHWLWLRQ� LQ�SURGXFW�PDUNHWV�DORQH�PD\�PDNH�SURILWV�PRUH� VHQVLWLYH� WR� WKH
HIIRUW�RI�PDQDJHUV��DQG�WKXV�WKH�RZQHUV�FDQ�UHODWH�PDQDJHULDO�UHPXQHUDWLRQ�WR�SURILWV�VR�DV
WR� VWLPXODWH� PDQDJHULDO� HIIRUW�� &RPSHWLWLRQ� E\� FRPSDULVRQ� DOVR� EULQJV� LQ� UHSXWDWLRQ
EXLOGLQJ�HIIRUWV�RI�WKH�PDQDJHUV�DQG�UHGXFHV�PRUDO�KD]DUG�EHFDXVH�D�PDQDJHU
V�HIIRUW�FDQ
EH� HVWLPDWHG� ZLWK� JUHDWHU� SUHFLVLRQ� �+D\� DQG� /LX�� ������ 9LFNHUV�� ������� 6HFRQG�
FRPSHWLWLRQ�FDQ�SOD\�D�PDMRU�UROH�LQ�VHOHFWLQJ�PRUH�HIILFLHQW�ILUPV�IURP�OHVV�HIILFLHQW�RQHV�
:KHQ� ILUPV
� FRVWV�GLIIHU�� WKH� ORZHVW�FRVW� ILUP�ZLOO� FHUWDLQO\�ZLQ� WKH� FRPSHWLWLRQ� DQG� WKH
KLJKHVW�FRVW�ILUP�PD\�KDYH�WR�H[LW�GXH�WR�LWV�ORVVHV�RU�GXH�WR�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI
FRPSHWLWRUV��,Q�RUGHU�WR�ZLQ�WKH�FRPSHWLWLRQ�RU�VXUYLYH�LQ�D�FRPSHWLWLYH�HQYLURQPHQW��ILUPV
KDYH� WR� GHYHORS� WKHPVHOYHV� E\� FDSLWDO� DFFXPXODWLRQ�� LPSURYLQJ� WHFKQRORJ\� DQG
PDQDJHPHQW��DQG�LQQRYDWLRQ��/LX�DQG�/L��������9LFNHUV���������7KLUG��GLVSHUVHG�LPSHUIHFW
LQIRUPDWLRQ� FDQ� EH� DJJUHJDWHG� LQ� WKH� FRPSHWLWLYH� SURFHVV� �+D\HN�� ������ ���� *URVVPDQ�
������9LFNHUV���������)LUPV�RU�RWKHU�RUJDQL]DWLRQV�FDQ�GLVFRYHU�WKHLU�GHVLUHG�LQIRUPDWLRQ
WKURXJK� WKH� SURFHVV� RI� FRPSHWLWLRQ� DQG� FRPSDULVRQ�� )RU� H[DPSOH�� WKH\� FDQ� HYDOXDWH� WKH
RSSRUWXQLW\� FRVWV� RI� DOWHUQDWLYH� FKRLFHV�RI� WHFKQRORJLHV� DQG�PDQDJHPHQW�PRGHV� WKURXJK
SHUIRUPDQFH�FRPSDULVRQ�DQG�OHDUQLQJ�IURP�ULYDOV�



�

����� ,QWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ

,Q� WUDQVLWLRQDO� &KLQD�� DSDUW� IURP� WKH� PDUNHW� FRPSHWLWLRQ� WKDW� KDV� SXW� SUHVVXUH� RQ� DQG
VWLPXODWHG�WKH�HIIRUWV�RI�ILUPV�DQG�ORFDO�JRYHUQPHQWV��DQRWKHU�NLQG�RI�FRPSHWLWLRQ��QDPHG

LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ
� DFURVV�SURYLQFHV�� FLWLHV�� FRXQWLHV�� DQG� UXUDO� FRPPXQLWLHV
�L�H�� WRZQVKLS� DQG� YLOODJHV��� KDV� SOD\HG� SHUKDSV� D� PRUH� LPSRUWDQW� UROH� LQ� WKH� DUHDV� RI
SURPRWLQJ� PDUNHWV�� VWLPXODWLQJ� UHIRUP� LQLWLDWLYHV� DQG� LQGXFLQJ� RZQHUVKLS� UHVWUXFWXULQJ
�0RQWLQROD��HW�DO���������4LDQ�DQG�5RODQG��������4LDQ�DQG�:HLQJDVW��������

,Q�D�FRXQWU\�ZLWK�D� IHGHUDO�V\VWHP�OLNH� WKH�8QLWHG�6WDWHV�� LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ
DPRQJ� ORFDO� JRYHUQPHQWV� LQFUHDVHV� HIILFLHQF\� PDLQO\� WKURXJK� VRUWLQJ� DQG� PDWFKLQJ�� ,Q
RWKHU�ZRUGV�� LW� DOORZV� FLWL]HQV� WR� VRUW� WKHPVHOYHV� DQG� WR�PDWFK� WKHLU� SUHIHUHQFHV�ZLWK� D
VSHFLILHG�PHQX� RI� ORFDO� SXEOLF� JRRGV�� 7KLV� NLQG� RI� VRUWLQJ� DQG�PDWFKLQJ� IRUPV� LPSOLFLW
SUHVVXUH� DQG� LQFHQWLYH� IRU� ORFDO� JRYHUQPHQWV� WR� IXUWKHU� WKH� LQWHUHVWV� RI� WKH� ORFDO� FLWL]HQV
�7LHERXW�� ������� ,Q� D� WUDQVLWLRQ� HFRQRP\� OLNH� &KLQD�� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ
IXQFWLRQV�LQ�D�VRPHZKDW�GLIIHUHQW�PDQQHU�GXH�WR�WKH�IDFW�WKDW�ORFDO�JRYHUQPHQWV�W\SLFDOO\
FRQWURO� D� ODUJH� QXPEHU� RI� ILUPV� DQG� FLWL]HQ� PRELOLW\� LV� TXLWH� OLPLWHG�� )LUVW�� LQWHU�
MXULVGLFWLRQDO�FRPSHWLWLRQ�LQGXFHV�ORFDO�JRYHUQPHQWV�WR�SURYLGH�D�KRVSLWDEOH�HQYLURQPHQW
IRU� DWWUDFWLQJ� VFDUFH� SURGXFWLRQ� IDFWRUV� VXFK� DV� FDSLWDO� DQG� VNLOOHG� ODERXU�� /RFDO
JRYHUQPHQWV�DUH�LQGXFHG�WR�HVWDEOLVK�D�EDVLV�IRU�VHFXUH�ULJKWV�RI�IDFWRU�RZQHUV��WR�SURYLGH
LQIUDVWUXFWXUH��XWLOLWLHV��DQG�DFFHVV�WR�PDUNHWV��)RU�H[DPSOH��DQ�LQFUHDVLQJ�QXPEHU�RI�ORFDO
JRYHUQPHQWV� LQ�&KLQD� KDYH� IRUPXODWHG� DQG� UHYLVHG� ORFDO� UHJXODWLRQV� WR� SURPRWH� IRUHLJQ
LQYHVWPHQW� DQG�QRQ�VWDWH� VHFWRU�GHYHORSPHQW�� RIWHQ� DFWLQJ� LQ�ZD\V� WKDW� DUH�PXFK� EROGHU
WKDQ� H[SHFWHG� E\� WKH� FHQWUDO� JRYHUQPHQW� DQG� RXW� RI� OLQH�ZLWK� WKH� RIILFLDO� LGHRORJ\� �*X�
�������%HFDXVH�WKRVH�MXULVGLFWLRQV�WKDW�IDLO�WR�SURYLGH�WKHVH�ORFDO�SXEOLF�JRRGV�ILQG�WKDW�WKH
XUJHQWO\� QHHGHG� IDFWRUV� PRYH� WR� RWKHU� MXULVGLFWLRQV�� DQG� FRQVHTXHQWO\�� WKLV� FDXVHV� WKHLU
ORFDO� HFRQRPLF� DFWLYLWLHV� DQG� WD[� UHYHQXHV� WR� VWDJQDWH�RU� HYHQ�GHFOLQH� �0RQWLQROD� HW�DO��
������

6HFRQG�� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ� LQGXFHV� WKH� HQGRJHQRXV� HPHUJHQFH� RI� KDUGHU
EXGJHW�FRQVWUDLQWV�IRU�ORZHU�OHYHO�JRYHUQPHQWV��$OWKRXJK�WKH�PRELOLW\�RI�DOUHDG\�H[LVWLQJ

VWRFN
�UHVRXUFHV�PD\�EH�OLPLWHG�LQ�&KLQD��WKH�PRELOLW\�RI�LQFUHPHQWDO�UHVRXUFHV�LQ�JHQHUDO
DQG� QRQ�VWDWH� FDSLWDO� LQYHVWPHQW� LQ� SDUWLFXODU� UDLVHV� WKH� RSSRUWXQLW\� FRVWV� WR� ORFDO
JRYHUQPHQWV�RI�EDLOLQJ�RXW� LQHIILFLHQW� ILUPV�RU�VSHQGLQJ�RQ�ZDVWHIXO�SXEOLF�FRQVXPSWLRQ
�-HIIHUVRQ�� ������ 4LDQ� DQG� 5RODQG�� ������� /RFDO� JRYHUQPHQWV� WKDW� SHUVLVWHQWO\� PDNH
LQHIILFLHQW�H[SHQGLWXUHV�ZLOO�QRW�RQO\� IDLO� WR�DWWUDFW� LQYHVWPHQW�DQG�VNLOOHG� ODERXU� WR� WKHLU
MXULVGLFWLRQV� EXW� DOVR� ILQG� WKDW� WKHLU� RZQ� UHVRXUFHV� DQG� VNLOOHG� ODERXU� KDYH�PRYHG� DZD\
IURP� WKHLU� MXULVGLFWLRQV�� $V� D� FRQVHTXHQFH�� FRPSHWLWLRQ� HQGRJHQRXVO\� KDUGHQV� EXGJHW
FRQVWUDLQW� RI� ORZHU� OHYHO� JRYHUQPHQWV� JLYHQ� WKH� OLPLWHG� FDSDFLW\� RI� WKH� KLJKHU� OHYHO
JRYHUQPHQWV�WR�SURYLGH�ILVFDO�VXEVLGLHV��4LDQ�DQG�:HLQJDVW��������

7KLUG�� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ� KHOSV� OLPLW� JRYHUQPHQW
V� SUHGDWRU\� EHKDYLRXU
DJDLQVW� ORFDO�ILUPV��)XUWKHUPRUH�� LW� OHDGV� WR�D� UHGXFWLRQ�RI� UHVWULFWLRQV�RQ� ORFDO� ILUPV�DQG
LQGXFHV�WKH�ORFDO�JRYHUQPHQWV�WR�ORRN�IRU�EHWWHU�RZQHUVKLS�DQG�JRYHUQDQFH�VWUXFWXUHV�IRU
WKHLU�ILUPV��:KHQ�D�SDUWLFXODU�ORFDO�JRYHUQPHQW�LQVLVWV�RQ�LPSRVLQJ�DQ�RQHURXV�UHVWULFWLRQ
RQ� LWV� ORFDO� ILUPV�� ORFDO� ILUPV� LQ� WKLV� MXULVGLFWLRQ� DUH� FRQIURQWHG� ZLWK� D� FRPSHWLWLYH
GLVDGYDQWDJH�FRPSDUHG�ZLWK�FRPSHWLQJ� ILUPV�IURP�RWKHU� MXULVGLFWLRQV� WKDW�DUH�QRW�ERXQG



�

E\�WKH�UHVWULFWLRQ��0RQWLQROD�HW�DO����������7KHVH�FRPSHWLWLRQ�LQGXFHG�HIIHFWV�DUH�FHUWDLQO\
PDUNHW�SURPRWLQJ�DQG�UHIRUP�RULHQWHG�

2QFH� RXU� XQGHUVWDQGLQJ� RI� FRPSHWLWLRQ� H[WHQGV� WR� WKH� LQFOXVLRQ� RI� LQWHU�MXULVGLFWLRQDO
FRPSHWLWLRQ� DPRQJ� ORFDO� JRYHUQPHQWV�� ZH� FDQ� EHWWHU� XQGHUVWDQG� ZK\� WKH� SDFH� DQG
RXWFRPHV�RI� UHIRUP� LQ�&KLQD�KDYH�EHHQ� WR� D� JUHDW� H[WHQW� GHWHUPLQHG�E\� WKH� FRPSHWLWLRQ
VSHFLILF� WR� ORFDOLWLHV� DQG� HQWHUSULVHV�� 0DUNHW� FRPSHWLWLRQ� ZDV� LQWURGXFHG� DQG� JUDGXDOO\
HQKDQFHG�E\�RSHQLQJ� WKH� VWDWH�PRQRSROL]HG� LQGXVWULDO� VHFWRU� WR� QHZ� HQWUDQWV� DQG� E\� WKH
FRQVHTXHQW� 79(� PLUDFOH�� 7KH� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ� ZDV� SXW� LQ� SODFH� E\� WKH
UHYHQXH�VKDULQJ� FRQWUDFW� EHWZHHQ� FHQWUDO� DQG� SURYLQFLDO� JRYHUQPHQWV� DQG� EHWZHHQ
SURYLQFLDO� DQG� FLW\� RU� FRXQW\� JRYHUQPHQWV�� 7KH� UHYHQXH�VKDULQJ� FRQWUDFW� V\VWHP
LQWURGXFHG�LQ�WKH�HDUO\�\HDUV�RI�UHIRUP�ZDV�OLNHQHG�DV�
HDWLQJ�LQ�\RXU�RZQ�NLWFKHQ
��IHQ]DR
FKLIDQ���,W�GHOHJDWHG�WKH�EDVLF�UHVSRQVLELOLW\�RI�EDODQFLQJ�ORFDO�UHYHQXH�DQG�H[SHQGLWXUH�WR
ORFDO�JRYHUQPHQWV�

����� &RPSHWLWLRQ�FDQ�LQGXFH�RZQHUVKLS�UHVWUXFWXULQJ

&RQIURQWHG�ZLWK�DQ�LQFUHDVLQJO\�FRPSHWLWLYH�HQYLURQPHQW��SURILWV�DUH�PXFK�PRUH�VHQVLWLYH
WR� WKH� FRPSHWLWLYH� DELOLW\� RI� ILUPV�� /RZ� RU� GHFOLQLQJ� SURILWV� OHDG� GLUHFWO\� WR� ORZ� RU
GHFOLQLQJ�ERQXVHV�DQG�IULQJH�EHQHILWV��SRRU�UHSXWDWLRQV��DQG�HYHQ�WR�VXUYLYDO�FULVHV²WKXV
PRWLYDWLQJ� HQWHUSULVH�PDQDJHUV� DQG� HPSOR\HHV� WR� VHHN� DOWHUQDWLYHV� ZKLFK� HQKDQFH� WKHLU
FRPSHWLWLYH� SRVLWLRQ�� $PRQJ� ORFDO� JRYHUQPHQWV�� SDUWLFXODUO\� WKRVH� DW� ORZHU� OHYHOV� ZLWK
IHZHU� HQWHUSULVHV� XQGHU� WKHLU� MXULVGLFWLRQV�� WKH� HURVLRQ� RI� HQWHUSULVH� SURILWV� WKDW� DUH� WKH
PDMRU� VRXUFH�RI� ORFDO� UHYHQXHV� FDXVHV� LPPHGLDWH� ILVFDO� GLVWUHVV��7KLV�GLVWUHVV� DORQH�PD\
GHVWDELOL]H� WKH� GLVWULEXWLRQ� RI� ILVFDO� UHYHQXHV� DPRQJ� UHJLRQV� DQG� DGPLQLVWUDWLYH� RUJDQV�
KXUW� WKH� UHSXWDWLRQV� RI� ORFDO� RIILFLDOV� DQG� UHGXFH� WKH� ERQXVHV� DQG� EHQHILWV� RI� ORFDO
JRYHUQPHQW� HPSOR\HHV�� ,Q� RUGHU� WR� JHQHUDWH� PRUH� UHYHQXH� DQG� UHGXFH� H[SHQGLWXUH
SUHVVXUH�� ORFDO� JRYHUQPHQWV� DUH� LQGXFHG� WR� UHIRUP� WKHLU� ORFDO� HQWHUSULVHV� UDWKHU� WKDQ
FRQWLQXRXVO\� WR� EDLO� RXW� LQHIILFLHQW� ILUPV�� ,W� LV� LQ� WKLV� VHQVH� ZH� FODLP� WKDW� FRPSHWLWLRQ
LQGXFHV�HQWHUSULVH�UHIRUP�DQG�RZQHUVKLS�UHVWUXFWXULQJ�

%\� WKH� PLG�����V�� FRPSHWLWLRQ� KDG� JUDGXDOO\� H[KDXVWHG� WKH� PRQRSRO\� SURILWV� RI� PRVW
VWDWH�RZQHG�LQGXVWULHV��WKH�WUDGLWLRQDO�SULPDU\�VRXUFHV�RI�JRYHUQPHQW�UHYHQXHV��$FFRUGLQJ
WR�D�:RUOG�%DQN��������UHSRUW��DERXW�KDOI�RI�WKH�LQGXVWULDO�62(V�PDGH�D�ORVV�LQ�������XS
IURP�RQH�WKLUG� MXVW� WZR� \HDUV� HDUOLHU��$PRQJ� ORVV�PDNLQJ�62(V� DERXW� ��� SHU� FHQW�ZHUH
VPDOO�DQG�FRQWUROOHG�E\�FLW\�DQG�FRXQW\�JRYHUQPHQWV��=KRX�DQG�6KHQ���������2QH�VLPSOH
UHDVRQ�IRU�WKLV�LV�WKDW�VPDOO�62(V�KROG�WRR�VPDOO�D�PDUNHW�VKDUH�WR�UHWDLQ�PRQRSRO\�SURILWV
ORQJHU��$V�D�FRQVHTXHQFH��WKH�PRVW�UDGLFDO�RZQHUVKLS�UHIRUP�VHHPHG�LQHYLWDEOH�IRU�VPDOO
62(V�E\�WKH�PLG�����V�

����� 2ZQHUVKLS�UHVWUXFWXULQJ�LPSURYHV�WKH�IUDPHZRUN�IRU�FRPSHWLWLRQ��D�YLUWXRXV�FLUFOH

2Q�WKH�RQH�KDQG��FRPSHWLWLRQ�LQGXFHV�RZQHUVKLS�UHVWUXFWXULQJ��DQG�RQ�WKH�RWKHU��RZQHUVKLS
UHVWUXFWXULQJ�LQGXFHG�E\�FRPSHWLWLRQ�IXUWKHU�LPSURYHV�WKH�IUDPHZRUN�IRU�FRPSHWLWLRQ�DQG
RSHQV�XS�PRUH�DUHDV�WR�FRPSHWLWLRQ��,Q�WKH�����V��WKH�UHDVVLJQPHQW�RI�62(�SURSHUW\�ULJKWV
DQG� LQFUHDVHG� 62(� DXWRQRP\� QRW� RQO\� HQKDQFHG� HQWUHSUHQHXULDO� UHVSRQVHV� WR� PDUNHW�
GHWHUPLQHG� VXSSO\� DQG� GHPDQG� VLJQDOV�� EXW� DOVR� H[WHQGHG� SURGXFW� PDUNHWV� IURP� WKH
VHFRQGDU\� FRPSRQHQW� WR� WKH�GRPLQDQW�RQH� LQ� WKH�GXDO� WUDFN� HFRQRP\�ZLWK�ERWK�SODQQHG
DQG�PDUNHW�FRPSRQHQWV��62(�SURSHUW\�ULJKWV�UHIRUP�DQG�79(�GHYHORSPHQW�IXUWKHU�OHG�WR



�

WKH� HPHUJHQFH� RI� FDSLWDO� DQG� ODERXU� PDUNHWV� LQ� &KLQD� �6XQ�� ������� 7KH� UROH� RI
JRYHUQPHQWV�ZDV� WUDQVIRUPHG�DV�ZHOO� IURP�WKH�GLUHFW�PDQDJHPHQW�RI�62(V� WR�RQH�PRUH
OLNH�WKDW�RI�D�PDUNHW�LQWHUPHGLDU\��:KLOH�WKH�LQGHSHQGHQW�PDUNHW�LQWHUPHGLDULHV�DUH�ODUJHO\
DEVHQW� LQ� D� WUDQVLWLRQ� HFRQRP\� OLNH� &KLQD�� WKH� UROH� SOD\HG� E\� JRYHUQPHQWV�� SDUWLFXODUO\
ORZHU� OHYHO� JRYHUQPHQWV�� LQ� PHGLDWLQJ� WUDQVDFWLRQV� DQG� UHVROYLQJ� GLVSXWHV� LV� RI
IXQGDPHQWDO�LPSRUWDQFH�IRU�WKH�WUDQVLWLRQ��6WLJOLW]��������2L���������2QH�PD\�ZRUU\�DERXW
WKH� QHJDWLYH� HIIHFW� RI� VXFK� JRYHUQPHQW�EXVLQHVV� FROOXVLRQ� EDVHG� RQ� WKH� H[SHULHQFHV� RI
PDUNHW� HFRQRPLHV�� +RZHYHU�� LW� VHHPV� QHFHVVDU\� IRU� D� VXFFHVVIXO� WUDQVLWLRQ� DQG
IXUWKHUPRUH��LQ�WKH�FRQWH[W�RI�&KLQD��WKH�LQWHQVLYH�LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ�VHHPV�WR
KDYH�NHSW�WKLV�FROOXVLRQ�LQ�FKHFN�ZKLOH�JHQHUDWLQJ�SRVLWLYH�QHW�EHQHILWV��/L��������

7KH� RZQHUVKLS� UHVWUXFWXULQJ� FRQGXFWHG� VLQFH�� ����� KDV� SURPSWHG� IXUWKHU� D� IXQFWLRQDO
WUDQVIRUPDWLRQ�RI�WKH�UROH�RI�WKH�YDULRXV�OD\HUV�RI�JRYHUQPHQW�LQ�&KLQD��,Q�WKRVH�FLWLHV�DQG
FRXQWLHV�ZKHUH�PRVW�RI�HQWHUSULVHV�KDYH�ZDYHG�IDUHZHOO�WR�GH�IDFWR�JRYHUQPHQW�RZQHUVKLS�
WKH�ORFDO�JRYHUQPHQWV�KDYH�VWDUWHG�WR�IXQFWLRQ�PRUH�OLNH�D�PDUNHW�UHJXODWRU��DOWKRXJK�WKH\
KDYH� FRQWLQXHG� WR� PHGLDWH� WUDQVDFWLRQV� DQG� UHVROYH� GLVSXWHV�� *RYHUQPHQW� DVVHWV� DUH
PDQDJHG�LQ�WKH�IRUPV�RI�VKDUH�KROGLQJ�DQG�YHQWXUH�FDSLWDO��7KLV�SURJUHVV�KDV�LPSURYHG�DQG
LV�OLNHO\�WR�FRQWLQXH�WR�LPSURYH�WKH�IUDPHZRUN�IRU�PDUNHW�FRPSHWLWLRQ��,Q�&KDSWHUV���DQG��
D�PRUH�GHWDLOHG�GHYHORSPHQW�RI�WKLV�SHUVSHFWLYH�LV�SURYLGHG�

��� 0DUNHW�LQWHUPHGLDWLRQ��RUJDQL]DWLRQDO�FDSLWDO�DQG�VRFLDO�FDSLWDO

$� ZHOO� IXQFWLRQLQJ� PDUNHW� QHHGV� QRW� RQO\� DXWRQRPRXV� HQWHUSULVHV� ZLWK� ZHOO�GHILQHG
SURSHUW\� ULJKWV�� EXW� DOVR� PDUNHW� LQWHUPHGLDULHV� WR� PHGLDWH� WUDQVDFWLRQV� DQG� RWKHU
LQVWLWXWLRQV� WR� VXSSO\� VWUDWHJLF� VHUYLFHV�� SUHVHUYH� FRPSHWLWLRQ�� DQG� UHVROYH� GLVSXWHV�� $
VLPSOH� OLVW� ZRXOG� LQFOXGH�� FRPPHUFLDO� EDQNV� DQG� RWKHU� ILQDQFLDO� LQVWLWXWLRQV�� KHDOWK\
VHFXULWLHV�H[FKDQJHV�DQG�WKHLU�PRQLWRULQJ�FRPPLVVLRQV��ULJRURXV�DFFRXQWLQJ�VWDQGDUGV�DQG
WKHLU�HQIRUFHPHQW�DJHQFLHV��SURIHVVLRQDO�DFFRXQWLQJ�DQG�DXGLWLQJ�VHUYLFHV��ZHOO�GHYHORSHG
ILQDQFLDO� SUHVV�� DQWLWUXVW� DJHQFLHV�� SURFHGXUDO� UXOHV� DQG� VHUYLFHV� IDFLOLWDWLQJ� VKDUHKROGHU
OLWLJDWLRQ��VXVWDLQDEOH�VRFLDO�VHFXULW\�QHWV��DQG�VR�RQ��+DOO�DQG�-RQHV��������/D�3RUWD��HW�DO��
������5DVN�HW�DO����������7KHVH�LQVWLWXWLRQV�WRRN�URRW�DQG�KDYH�GHYHORSHG�WKHPVHOYHV�LQ�WKH
GHYHORSHG�PDUNHW�HFRQRPLHV�RYHU�D�SHULRG�RI�VHYHUDO�JHQHUDWLRQV�LI�QRW�VHYHUDO�FHQWXULHV�

+RZHYHU��IRU�PRVW�HFRQRPLHV�DW�WKH�EHJLQQLQJ�RI�WKH�WUDQVLWLRQ��WKHUH�ZHUH�QR�VXFK�PDUNHW
RUJDQL]DWLRQV� DQG� LQVWLWXWLRQV� DW� DOO�� ,QVWHDG� WKHUH� ZDV� D� XQLYHUVDO� JRYHUQPHQW� ZKLFK
FRQWUROOHG�DOPRVW�HYHU\WKLQJ�LQ�WKH�HFRQRP\��0DUNHW�RUJDQL]DWLRQV�DQG�LQVWLWXWLRQV�FDQQRW
HPHUJH� IURP� VFUDWFK�� 2UJDQL]DWLRQDO� DQG� LQVWLWXWLRQDO� FDSLWDO� DUH� QHHGHG� IRU� WKHLU
HPHUJHQFH�DQG�GHYHORSPHQW���7ZR�FRQVHTXHQW�TXHVWLRQV�DULVH�KHUH��FDQ�WKH�RUJDQL]DWLRQDO
DQG� VRFLDO� FDSLWDO� HPEHGGHG� ZLWKLQ� WKH� ROG� XQLYHUVDO� JRYHUQPHQW� V\VWHP� EH� XVHG� WR
IDFLOLWDWH�PDUNHW�GHYHORSPHQW�LQ�JHQHUDO�DQG�WR�VHW�XS�QHZ�EDVHV�IRU�WKH�HPHUJHQFH�RI�QHZ
PDUNHW�RUJDQL]DWLRQV�DQG�LQVWLWXWLRQV�LQ�SDUWLFXODU"�,I� WKH�DQVZHU�LV�SRVLWLYH�� WKHQ�ZKDW� LV
WKH�EDVLF�PHFKDQLVP�WR�LQGXFH�VXFK�D�WUDQVIRUPDWLRQ"
������������������������������������������������
��5DVN�HW�DO���������SUHVHQWV�D�GHWDLOHG�FDVH�VWXG\�WR�GRFXPHQW�DQG�H[DPLQH�WKH�PDUNHW�OHDUQLQJ�HYROXWLRQ�RI
&KLQD
V�DFFRXQWLQJ�V\VWHP��$V� LQ� WKH�RWKHU� VRFLDOLVW� HFRQRPLHV�� WKH� WUDGLWLRQDO� DFFRXQWLQJ� V\VWHP� LQ�&KLQD
ZDV�DQ�XQLIRUP�RQH�GHVLJQHG�WR�UHSRUW�DJJUHJDWH�VWDWLVWLFV�UHJDUGLQJ�SODQ�IXOILOPHQW�DQG�WR�SURYLGH�DYHUDJH
FRVW� GDWD� IRU� FHQWUDO� SODQQHUV�� )ROORZLQJ� WKH� HYROXWLRQ� RI� &KLQD
V� HQWHUSULVHV� DQG� HFRQRP\�� D
PXOWLGLPHQVLRQDO� DFFRXQWLQJ� V\VWHP�� ZKLFK� LQFOXGHV� PDQDJHPHQW� DFFRXQWLQJ�� ILQDQFLDO� DFFRXQWLQJ� DQG
LQFUHDVLQJ� DGRSWLRQ� RI� LQWHUQDWLRQDO� ILQDQFLDO� UHSRUWLQJ� VWDQGDUGV�� KDV� JUDGXDOO\� GHYHORSHG� RXW� RI� WKH
WUDGLWLRQDO�RQH�



�

%DVHG�RQ�&KLQD
V�H[SHULHQFHV��WKH�DQVZHU�WR�WKH�ILUVW�TXHVWLRQ�LV� 
\HV
��DQG�IRU� WKH�VHFRQG
RQH�� WKH� EDVLF� PHFKDQLVP� PD\� EH� WKH� LQWURGXFWLRQ� RI� KRUL]RQWDO� LQWHU�MXULVGLFWLRQDO
FRPSHWLWLRQ�DQG�D�KDUGHU�EXGJHW�FRQVWUDLQW�IRU�ORZHU�OHYHO�JRYHUQPHQWV��6HFWLRQ�������7KH
HYROXWLRQDU\�WUDQVIRUPDWLRQ�RI�WKH�UROH�RI�JRYHUQPHQW�LQ�&KLQD�KDV�SDVVHG�VHYHUDO�VWDJHV�
IURP�WKH�XQLYHUVDO�PDQDJHU�RI�WKH�HFRQRP\�WR�WKH�FRQWUROOHU�RI�WKH�SODQQHG�FRPSRQHQW�DQG
WKH� FR�RUGLQDWRU� RI� WKH� PDUNHW� FRPSRQHQW� RI� WKH� GXDO� WUDFN� HFRQRP\�� WR� WKH� RQH� RI
PHGLDWLQJ� PDUNHW� WUDQVLWLRQV� DQG� VHWWOLQJ� GLVSXWHV�� DQG� ILQDOO\� FORVH� WR� EHFRPLQJ� WKH
PDUNHW�UHJXODWRU��7KLV�WUDQVIRUPDWLRQ�LV�FHUWDLQO\�GUDPDWLF�DQG�PD\�KDYH�RFFXUUHG�EH\RQG
DQ\�H[�DQWH�LPDJLQDWLRQ��$V�PHQWLRQHG�LQ�/L���������IRUW\�\HDUV�DJR��WKH�VDPH�EXUHDXFUDWLF
V\VWHP�XQGHU�WKH�FRQWURO�RI�WKH�VDPH�&RPPXQLVW�3DUW\�LPSRVHG�D�PDVVLYH�FDPSDLJQ�XQGHU
WKH�QDPH�RI�WKH�*UHDW�/HDS�)RUZDUG��FDXVLQJ�WKH�ORVV�RI�WHQV�RI�PLOOLRQV�RI�OLYHV��7KLUW\�
WZR�\HDUV�DJR��WKH�VDPH�UHJLPH�ODXQFKHG�WKH�&XOWXUDO�5HYROXWLRQ��GHQRXQFLQJ�DQ\�WUDFHV
RI�HFRQRPLF�LQFHQWLYHV��$OWKRXJK�D�VLJQLILFDQW� OHJDF\�RI� WKH�&XOWXUDO�5HYROXWLRQ�GLVDVWHU
PD\�EH� WKDW� LW� OHIW�&KLQD�ZLWK�D�ZHDNHQHG�EXUHDXFUDF\�DQG� WKXV�PDGH� UHIRUP�HDVLHU�� WKH
GHHSHU� OHVVRQ� LQGLFDWHG� E\� WKH� WUDQVIRUPDWLRQ� ZRXOG� DSSHDU� WR� EH� WKDW� WKH� H[LVWLQJ
RUJDQL]DWLRQDO�DQG�VRFLDO�FDSLWDO�FDQ�EH�XVHG�IRU�RSSRVLWH�SXUSRVHV��7KH\�FDQ�EH�XVHG�LQ�D
YDOXH�GHVWUXFWLYH�ZD\�DV�ZHOO�DV� LQ�D�YDOXH�FRQVWUXFWLYH�ZD\��GHSHQGHQW�RQ�ZKDW�NLQG�RI
LQFHQWLYHV�WKH\�IDFH�

$�SRVVLEOH�SUREOHP� IRU� DQ\� ODUJH�VFDOH� VRFLDO� WUDQVLWLRQ� LV� WKDW� GXH� WR� WKH� EDG� UROH� WKHVH
H[LVWLQJ�RUJDQL]DWLRQDO�DQG�LQVWLWXWLRQDO�FDSLWDO�SOD\HG�LQ�WKH�ROG�V\VWHP��WKHUH�PLJKW�EH�D
VRFLDO� FRQVHQVXV� WR� GHVWUR\� WKHP� ILUVW�� OHDYLQJ� WKH� HFRQRP\� EHUHIW� RI� WKH� QHFHVVDU\
LQVWLWXWLRQDO� LQIUDVWUXFWXUH� IRU� QRUPDO� IXQFWLRQLQJ� �6WLJOLW]�� ������� 7KH� FRVW� RI� VXFK
GHVWUXFWLRQ�PD\�EH�HQRUPRXV��DV�PDQLIHVWHG�LQ�WKH�WUDQVLWLRQ�RI�5XVVLD�

7KH� &KLQHVH� H[SHULHQFHV� LQGLFDWH� WKDW� LW� LV� GHVLUDEOH� WR� DGRSW� D� GXDO�WUDFN� PDUNHW
LQVWLWXWLRQDO� EXLOGLQJ� VWUDWHJ\��7KDW� LV�� �D�� VXSSO\� LQFHQWLYHV� WR� LQGXFH� D�PDUNHW�OHDUQLQJ
HYROXWLRQ� RI� WKH� H[LVWLQJ� LQVWLWXWLRQV�� DQG� �E�� GHYHORS� QHZ� PDUNHW� RUJDQL]DWLRQV� DQG
LQVWLWXWLRQV� LQ� D�ZD\� WKDW� FRPELQHV� QHZ� DQG�PDUNHW�RULHQWHG� HOHPHQWV�ZLWK� WKH� H[LVWLQJ
RUJDQL]DWLRQDO�DQG�LQVWLWXWLRQDO�FDSLWDO��,Q�WKLV�SURFHVV��WKH�UROH�SOD\HG�E\�JRYHUQPHQW�DQG
WKH� SURSHU� WUDQVIRUPDWLRQ� RI� WKH� JRYHUQPHQW� UROH� DUH� WZR� FULWLFDO� GHWHUPLQDQWV� RI� WKH
VXFFHVV�

��� 2UJDQL]DWLRQ�RI�WKH�YROXPH

,Q�WKH�LQWURGXFWRU\�FKDSWHU��ZH�KDYH�KLJKOLJKWHG�WKUHH�VHWV�RI�LQWHUHVWLQJ�TXHVWLRQV�DULVLQJ
IURP� WKH� HYROXWLRQDU\� SURFHVV� RI� &KLQD
V� 60(� RZQHUVKLS� UHIRUP� LQ� WKH� ����V�� 7KH\
LQFOXGH��:KDW�LQFHQWLYHV�KDYH�LQGXFHG�WKH�UHOHYDQW�DFWRUV��SDUWLFXODUO\�ORFDO�JRYHUQPHQWV�
WR�FRQGXFW�WKH�
SUDJPDWLF�GHQDWLRQDOL]DWLRQ
�LQ�WKH�VWDWH�VHFWRU"�:K\�GR�79(V��WKH�FUHDWRUV
RI� 79(�PLUDFOH�� QRZ� ILQG� WKDW� WKH\� QHHG� WR� UHIRUP� WKHLU� RZQHUVKLS� VWUXFWXUH"�:K\� GR
VPDOO� SULYDWH� ILUPV�SUHIHU� 
FR�RSHUDWLRQ
�ZKHQ� WKHLU� OHJDO� VWDWXV� KDV� EHHQ� FRQVWLWXWLRQDOO\
UHFRJQL]HG"� ,Q� RUGHU� WR� FRQGXFW� DQ� LQVLJKWIXO� LQYHVWLJDWLRQ� WR� WKHVH� PDMRU� UHVHDUFK
TXHVWLRQV�� DQ� LQWHJUDWHG� WKHRUHWLFDO� IUDPHZRUN� LV� LQWURGXFHG�� 7KLV� LQWHJUDWHG� IUDPHZRUN
SODFHV�HPSKDVLV�RQ��WKH�LQWHUDFWLRQ�EHWZHHQ�FRPSHWLWLRQ�DQG�RZQHUVKLS�UHVWUXFWXULQJ��WKH
LQFHQWLYH� VWUXFWXUH� RI� RZQHUVKLS� UHVWUXFWXULQJ�� DQG� WKH� VLJQLILFDQW� UROH� RI� RUJDQL]DWLRQDO
DQG�LQVWLWXWLRQDO�FDSLWDO��DQG�RI�LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ�DPRQJ�ORFDO�JRYHUQPHQWV�



�

&KDSWHU���FRQGXFWV�D�GHWDLOHG�DQG�WKRURXJKJRLQJ�GLVFXVVLRQ�RI�WKH�WKHRUHWLFDO�LVVXHV�RI�WKH
LQFHQWLYH� VWUXFWXUH� RI� RZQHUVKLS� UHVWUXFWXULQJ� LQ� D� WUDQVLWLRQ� HFRQRP\�� ,W� VWDUWV� IURP� D
JHQHUDO� FRPSDULVRQ� EHWZHHQ� PDUNHW� FRQWUDFWLQJ� DQG� RZQHUVKLS� DVVLJQPHQW�� DQG� DUJXHV
WKDW� D� QRQ�SULYDWH� ILUP� LQ� D� WUDQVLWLRQ� HFRQRP\� W\SLFDOO\� SRVVHVVHV� D� ODUJH� VHW� RI
UHODWLRQVKLSV� EH\RQG� WKRVH� VXJJHVWHG� E\� WKH� FRQYHQWLRQDO� FDWHJRULHV� RI� RZQHUVKLS� DQG
PDUNHW� FRQWUDFWLQJ�� ,W� WKHQ� DQDO\VHV� KRZ� WKH� LQWURGXFWLRQ� RI� PDUNHW� WUDQVDFWLRQV� DQG
SULQFLSOHV� WR� PRUH� DUHDV� RI� WKH� ILUP
V� WUDQVDFWLRQV� FDQ� IDFLOLWDWH� WKH� FODULILFDWLRQ� RI
RZQHUVKLS� ULJKWV� DQG� WKH� UHGXFWLRQ� RI� RZQHUVKLS� FRVWV�� DQG� IXUWKHU� UHYLHZV� WKH� PDMRU
FRPSRQHQWV�RI�RZQHUVKLS�FRVWV�

)LQDOO\�WKLV�FKDSWHU�ZLOO�SUHVHQW�VW\OL]HG�IHDWXUHV�RI�WKH�MRLQW�VWRFN�FR�RSHUDWLYHV��FRPSDUH
WKHVH� IHDWXUHV� ZLWK� WKRVH� RI� RWKHU� RZQHUVKLS� W\SHV�� DQG� HYDOXDWH� WKH� FRPSDUDWLYH
DGYDQWDJHV� DQG� GLVDGYDQWDJHV� RI� MRLQW�VWRFN� FR�RSHUDWLYHV� IURP� VHYHUDO� FRPSOHPHQWDU\
SHUVSHFWLYHV��7KLV�FRPSDULVRQ�VXJJHVWV� WKDW� IRU�VPDOO�DQG�PHGLXP�FRPPXQLW\� ILUPV� WKDW
KDYH�OLWWOH�FKDQFH�WR�FDSWXUH�D�QHW�EHQHILW�IURP�FDSLWDO�DQG�PDQDJHULDO�ODERXU�PDUNHWV�DQG
KDYH�WR�GHSHQG�RQ�PDUNHW�LQWHUPHGLDULHV�IRU�ILQDQFLQJ�DQG�PDUNHWLQJ��WKH�RZQHUVKLS�IRUP
RI� MRLQW�VWRFN� FR�RSHUDWLYHV� PD\� EH� D� VXLWDEOH� FKRLFH�� 8QGHU� VXFK� DQ� RZQHUVKLS
DUUDQJHPHQW��FRPPXQLW\�JRYHUQPHQWV�KDYH�WKH�FKDQFH�WR�SOD\�D�SRVLWLYH�UROH�OLNH�DQ�LQVLGH
YHQWXUH� FDSLWDOLVW�� FRPPXQLW\� PHPEHUV� DV� VKDUH�KROGHUV� FDQ� KROG� VKDUHV� LQ� VHYHUDO
FRPPXQLW\� ILUPV� DQG� WKXV� GLYHUVLI\� WKHLU� SRUWIROLR� ULVN�� LQIRUPDWLRQ� SUREOHPV� FDQ� EH
LQWHUQDOL]HG�� FRPSHWLWLRQ� SUHVVXUH� DQG� FRPPXQLW\� GHPRFUDWL]DWLRQ� FDQ� KHOS� WR� DYRLG
SROLWLFDO�IDLOXUH�ZLWKLQ�D�FRPPXQLW\�RU�D�FRPPXQLW\�ILUP�

&KDSWHU� �� IRFXVHV� RQ� WKH� G\QDPLFV� RI� ORFDO� 62(� RZQHUVKLS� UHVWUXFWXULQJ� DQG� RQ� WKH
GHWHUPLQDQW�UROH�WKDW�LV�SOD\HG�E\�ORFDO�JRYHUQPHQWV�LQ�WKH�UDGLFDO�RZQHUVKLS�UHIRUP��7KH
FKDSWHU�ILUVW�SUHVHQWV�DQ�XS�WR�GDWH�DVVHVVPHQW�RI�PRGHOV��SDFH��DQG�HIILFLHQF\�DQG�ZHOIDUH
JDLQV�RI�ORFDO�62(�RZQHUVKLS�UHVWUXFWXULQJ�GXULQJ�WKH�����V��,W�WKHQ�H[DPLQHV�WKH�UHIRUP�
LQFHQWLYHV� RI� ORFDO� JRYHUQPHQWV� DQG� RIILFLDOV�� 62(� PDQDJHUV�� DQG� 62(� ZRUNHUV�
UHVSHFWLYHO\�� &RQVHTXHQWO\�� WKH� RZQHUVKLS�UHIRUP�LQGXFHG� WUDQVIRUPDWLRQ� RI� WKH� UROH� RI
ORFDO�JRYHUQPHQWV�ZLOO�EH�GLVFXVVHG��DQG�WKH�UHPDLQLQJ�ERWWOHQHFNV�DQG�LPSHGLPHQWV�WR�WKH
RZQHUVKLS� UHIRUP� ZLOO� EH� SRLQWHG� RXW�� )LQDOO\�� WKLV� FKDSWHU� ZLOO� WU\� WR� H[SORUH� JHQHUDO
LPSOLFDWLRQV�RI�WKLV�URXQG�RI�UHIRUP��7KH�G\QDPLFV�RI�ORFDO�62(�RZQHUVKLS�UHVWUXFWXULQJ
LQ�WKH�����V�RIIHUV�DQ�H[FHOOHQW�FDVH�IRU�DQDO\VLQJ�WKH�HYROXWLRQDU\�SURFHVV�RI�FRPSHWLWLRQ�
LQGXFLQJ�RZQHUVKLS�UHVWUXFWXULQJ�DQG�WKH�UROH�RI�RZQHUVKLS�UHVWUXFWXULQJ�LQ�LPSURYLQJ�WKH
IUDPHZRUN�IRU�FRPSHWLWLRQ�

,Q�&KDSWHU����ZH�H[DPLQH�WKH�G\QDPLFV�RI�RZQHUVKLS�UHIRUP�LQ�WKH�79(�VHFWRU��6HFWLRQV
���� DQG� ���� UHYLHZ� WKH� G\QDPLFV� RI� 79(� GHYHORSPHQW� DQG� 79(� PLUDFOH�� GHVFULEH� WKH
VKLIWLQJ�LQGXVWULDO�FRPSRVLWLRQ�RI�79(�RXWSXW�DQG�HPSOR\PHQW��DQG�VXPPDUL]H�WKH�UHDVRQV
IRU�79(�VXFFHVV�EDVHG�RQ�DQ�XS�WR�GDWH�VXUYH\�RI�WKH�79(�OLWHUDWXUH��6HFWLRQ�����GLVFXVVHV
WKH� HPHUJLQJ�GHEW�SUREOHPV� IDFHG�E\�79(� DQG� WKH� XUJHQW� QHHG� IRU� FDSLWDOL]DWLRQ��2WKHU
SUREOHPV� WKDW� KDYH� EHHQ� ODEHOOHG� DV� 
79(�PHFKDQLVP� GHJHQHUDWLRQ
� ZLOO� EH� DQDO\VHG� DV
ZHOO�� %RWK� FDSLWDOL]DWLRQ� XUJH� DQG� PHFKDQLVP� GHJHQHUDWLRQ� MXVWLILHV� ZK\� 79(V� QHHG
RZQHUVKLS� UHVWUXFWXULQJ�� ,Q� 6HFWLRQ� ����� ZH� SUHVHQW� WKH� VW\OL]HG� IHDWXUHV� DQG� PRGHOV� RI
MRLQW�VWRFN� FR�RSHUDWLYHV� HPHUJLQJ� LQ� WKH� 79(� VHFWRU� DQG� LQYHVWLJDWH� WKH� UHDVRQV� ZK\
MRLQW�VWRFN�FR�RSHUDWLYHV�DUH�SUHIHUUHG��$OWKRXJK�LW� LV�QRZ�DW� WKH�YHU\�EHJLQQLQJ��ZH�ZLOO
DOVR� DQDO\VH� WKH� HYROXWLRQDU\� LPSOLFDWLRQV� RI� WKH� SUHOLPLQDU\� HTXLW\� GHPRFUDWL]DWLRQ� IRU



��

WKH�SROLWLFDO�GHPRFUDWL]DWLRQ�LQ�WKH�FRPPXQLWLHV�ZKHUH�79(V�DUH�ORFDWHG��)LQDOO\�6HFWLRQ
����KLJKOLJKWV�WKH�UHPDLQLQJ�FKDOOHQJHV�WR�79(�GHYHORSPHQW�DQG�UHIRUP�

&KDSWHU��� UHYLHZV� WKH�JHQHUDO�GHYHORSPHQW�SDWWHUQ�RI� WKH�SULYDWH� VHFWRU� DQG� LQYHVWLJDWHV
WKH� HPHUJHQFH� DQG� G\QDPLFV� RI� MRLQW�VWRFN� FR�RSHUDWLYHV� LQ� WKH� SULYDWH� VHFWRU�� 2QH
UHSUHVHQWDWLYH�PRGHO��:HQ]KRX�PRGHO�� LV� VHOHFWHG� DQG� H[DPLQHG� LQ� GHWDLOV�� EHFDXVH� WKLV
SUHIHFWXUH�OHYHO�FLW\�ZLWK�D�SRSXODWLRQ�RI�PRUH�WKDQ�VL[�PLOOLRQ�LQ�=KHMLDQJ�3URYLQFH�LV�WKH
ILUVW� SUHIHFWXUH� WR� EHFRPH� HFRQRPLFDOO\� GRPLQDWHG� E\� WKH� SULYDWH� VHFWRU� LQ� &KLQD��� 7KH
LQFHQWLYHV�IRU�SULYDWH�HQWUHSUHQHXUV� WR�DGRSW�DQG� IRU� ORFDO�JRYHUQPHQWV� WR�SURPRWH� MRLQW�
VWRFN�FR�RSHUDWLYHV� LQ� WKH�SULYDWH�VHFWRU�ZLOO�EH�DQDO\VHG��7KLV�FKDSWHU�ZLOO�DOVR�H[DPLQH
WKH� XQLTXH� &KLQHVH� SKHQRPHQRQ� RI� [LDKDL�� ZKLFK� UHIHUV� WR� WKH� IDFW� WKDW� DQ� LQFUHDVLQJ
QXPEHU� RI� JRYHUQPHQW� RIILFLDOV� TXLW� WKHLU� JRYHUQPHQW� SRVLWLRQV� DQG� HVWDEOLVK� WKHLU� RZQ
SULYDWH� HQWHUSULVHV�� DQG� DQDO\VH� WKH� EHQHILWV� DQG� FRVWV� OLQNHG� ZLWK� WKH� GHSHQGHQFH� RI
SULYDWH�HQWHUSULVHV�RQ�ORFDO�JRYHUQPHQWV�IRU�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�

&KDSWHU� �� H[SORUHV� IXUWKHU� WKH� JHQHUDO� LPSOLFDWLRQV� RI� &KLQD
V� 60(� HYROXWLRQ� DQG
RZQHUVKLS�UHVWUXFWXULQJ�IRU�5XVVLD�DQG�RWKHU�(DVWHUQ�(XURSHDQ�WUDQVLWLRQ�HFRQRPLHV��)LYH
LPSOLFDWLRQV�DUH�KLJKOLJKWHG��7KH�DSSOLFDWLRQ�RI�DOO�RI�WKHVH�ORJLFDO�DQG�SUDFWLFDO�VWHSV�PD\
SUHVXSSRVH�WKH�UH�HVWDEOLVKPHQW�RI�QRUPDO�PRQHWDU\�FLUFXODWLRQ�DQG�SD\PHQWV�PHFKDQLVP
DQG�DQ�LPSURYLQJ�RYHUDOO�PDFURHFRQRPLF�HQYLURQPHQW�

)LUVW��D�ODUJH�SDUW�RI�WKH�VR�FDOOHG�
KLGGHQ
�HFRQRP\�FDQ�JURZ�RXW�RI�KLGLQJ�DQG�EHFRPH�WKH
HQJLQH�RI�HFRQRPLF�JURZWK��DV�LQGLFDWHG�E\�WKH�
:HQ]KRX�0RGHO�RI�&KLQD
�

6HFRQG�� WKHUH� DUH� WZR� NH\� YHKLFOHV� IRU� LQIRUPDO� 60(V� WR� JURZ� RXW� RI� KLGLQJ� DQG� IRU
JHQHUDO�60(�GHYHORSPHQW��7KH�SURWHFWLRQ�DQG�VXSSRUW�E\� ORFDO� JRYHUQPHQW��SDUWLFXODUO\
E\�FRPPXQLW\� JRYHUQPHQW�RU� LQVWLWXWLRQV�� DQG�YROXQWDU\� FR�RSHUDWLRQ�RI� LQGLYLGXDOV� DQG
KRXVHKROGV�LQ�WKH�IRUP�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�RU�MRLQW�VWRFN�SDUWQHUVKLS�

7KLUG��SURSHU�WUDQVIRUPDWLRQ�RI�WKH�UROH�RI�JRYHUQPHQWV�LQ�JHQHUDO�DQG�ORFDO�JRYHUQPHQWV
LQ�SDUWLFXODU�DUH�FULWLFDO� IRU�60(�GHYHORSPHQW��7KHUH�DUH� WZR�NH\�YHKLFOHV� IRU�SURYLGLQJ
ORFDO� JRYHUQPHQW� LWVHOI� ZLWK� WKH� LQFHQWLYH� WR� UHIRUP�� &UHDWLQJ� LQWHU�MXULVGLFWLRQDO
FRPSHWLWLRQ��DQG�FKDQJLQJ�WKH� LQFHQWLYH�VWUXFWXUH�RI� ORFDO�JRYHUQPHQW� WKURXJK�FUHGLWDEOH
UHYHQXH�VKDULQJ� DQG� VXEVLG\�UHGXFWLRQ� FRQWUDFWV� EHWZHHQ� VXSHUYLVRU\� DQG� VXERUGLQDWH
OHYHO�JRYHUQPHQWV��7KH�SXUSRVH�RI�VXFK�D�WUDQVIRUPDWLRQ�LV�WR�LQGXFH�ORFDO�JRYHUQPHQWV�WR
DFW�DV�D�PDUNHW�SURPRWHU�UDWKHU�WKDQ�D�UHQW�JUDEEHU�

)RXUWK�� DOWKRXJK� WKH� FODVVLFDO� SHULRG� FRUH�79(� LV� EHLQJ� WUDQVIRUPHG�UHSODFHG� LQ� &KLQD
QRZ�� LW� PD\�ZHOO� EH� D� SODXVLEOH� 
QH[W� VWHS� PRGHO
� IRU� PDQ\� RI� WKH� FRXQWULHV� ZKHUH� WKH
WUDQVLWLRQ�WKXV�IDU�KDV�SURYLGHG�WR�EH�D�GLVDVWHU��$�EXLOG�XS�RI�DFWLYLW\�DQG�H[SHULHQFH�XQGHU
79(�OLNH� IRUPV� PD\� EH� GHVLUDEOH� LQ� WKHVH� FDVHV�� EHIRUH� FRQVLGHULQJ� DQRWKHU� URXQG� RI
RZQHUVKLS� UHVWUXFWXULQJ�� $� YDULHW\� RI� RUJDQL]DWLRQDO� IRUPV� PD\� EH� H[SHFWHG� WR� TXLFNO\
GHYHORS�WKHUH�DV�ZHOO��EXW�WKH�FODVVLFDO�79(�LV�D�SURYHQ�WRRO�WKDW�ILWV�WKH�UHDO�FLUFXPVWDQFHV
RI�PDQ\�SDUWV�RI�RWKHU�WUDQVLWLRQDO�HFRQRPLHV�

������������������������������������������������
��-RLQW�VWRFN�FR�RSHUDWLYHV�LQ�:HQ]KRX�DUH�QRW�D�UHVXOW�RI�RZQHUVKLS�UHVWUXFWXULQJ�RI�RULJLQDO�FROOHFWLYH�ILUPV�
EXW�DUH�GLUHFWO\�HVWDEOLVKHG�E\�SULYDWH�HQWUHSUHQHXUV�DQG�KRXVHKROGV�
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)LIWK�� WKH� RZQHUVKLS� DUUDQJHPHQW� RI� MRLQW�VWRFN� FR�RSHUDWLYHV� PD\� KDYH� FRVW�EHQHILW
DGYDQWDJHV� LQ� RWKHU� WUDQVLWLRQ� HFRQRPLHV� DV� ZHOO�� 7KH� MRLQW�VWRFN� IRUP� �XVXDOO\� FORVHO\
KHOG�� FUHDWHV� HFRQRPLHV� RI� VFDOHV� LQ� WHUPV� RI� FDSLWDO�� SURGXFWLRQ� DQG�PDUNHWLQJ� IRU� WKH
ILUP��7KH�FR�RSHUDWLYH�VWUXFWXUH�ZLOO�EULQJ�LQ�PRUH�UHOLDEOH�EXVLQHVV�SDUWQHUV�DQG�D�VHW�RI
H[WHQGHG�VRFLDO� DQG�HFRQRPLF� FRQQHFWLRQV� WR� WKH� ILUP�� WKXV� LQFUHDVLQJ�EXVLQHVV� VHFXULW\�
IRU� ZKLFK� WKH� ILUPV� LQ� WKH� LQGLYLGXDO� RU� KRXVHKROG� IRUP� DUH� KDYLQJ� WR� SD\� D� KLJK� DQG
LQFUHDVLQJ�SULFH��0RUHRYHU��WKH�HQODUJHG�EXVLQHVV�VFDOH�DQG�VRFLDO�HFRQRPLF�QHWZRUN�ZLOO
EULQJ�LQ�WKH�PXFK�QHHGHG�LQVWLWXWLRQDO�DQG�VRFLDO�WUXVW�WR�WKH�ILUP�DV�ZHOO�

,Q�WKLV�FORVLQJ�FKDSWHU�ZH�ZLOO�DOVR�VXJJHVW�WKDW�IRU�DQ�LQGLYLGXDO�ILUP��WKH�IOH[LELOLW\�RI�WKH
RZQHUVKLS� DUUDQJHPHQW� RI� MRLQW�VWRFN� FR�RSHUDWLYH� DOORZ� LW� HDVLO\� WR� WUDQVIRUP� LQWR� D
OLPLWHG�OLDELOLW\�FRPSDQ\�RU�SXEOLFO\�OLVWHG�VWRFN�FRPSDQ\�DORQJ�ZLWK�WKH�H[SDQVLRQ�RI�WKH
ILUP��+RZHYHU��IRU�WKH�PDMRULW\�RI�VPDOO�DQG�PHGLXP�VL]HG�ILUPV��ZKLFK�KDYH�OLWWOH�FKDQFH
WR� EHFRPH� DQ� RSHQO\� KHOG� FRPSDQ\�� MRLQW�VWRFN� FR�RSHUDWLYHV�PD\� QRW� EH� D� WUDQVLWLRQDO
RZQHUVKLS�DUUDQJHPHQW�DQG�PD\�EH�JRLQJ�WR�SOD\�D�VLJQLILFDQW�UROH�LQ�WKH�GHYHORSPHQW�RI
WKH�60(�VHFWRU�LQ�WUDQVLWLRQ�HFRQRPLHV��SDUWLFXODUO\�LQ�&KLQD��,Q�EULHI��ZLWK�UHJDUG�WR�WKH
60(�GHYHORSPHQW�DQG�HYROXWLRQ��RWKHU�WUDQVLWLRQ�HFRQRPLHV�PD\�PRYH�DORQJ�D�VRPHZKDW
VLPLODU� SDWK�� PDNLQJ� WKH� HYROXWLRQDU\� DQDO\VHV� RI� WKH� &KLQHVH� SUHFHGHQW
V� H[SHULHQFH
SDUWLFXODUO\�LPSRUWDQW�
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/DL[LDQJ�6XQ

���� 7KH�WUDQVLWLRQDO�ILUP�DV�D�SROLWLFDO�LQVWLWXWLRQ

����� 0DUNHW�FRQWUDFWLQJ�YHUVXV�RZQHUVKLS�LQ�WKH�ZHVW

)ROORZLQJ�WKH�UHFHQW�GHYHORSPHQW�RI�WKH�RZQHUVKLS�WKHRU\�RI�WKH�ILUP�LQ�GHYHORSHG�PDUNHW
HFRQRPLHV� �FI�� DPRQJ� RWKHUV�� +DQVPDQQ�� ������ 3XWWHUPDQ� DQG� .URV]QHU�� ������ %ODLU�
������� WKH� ILUP� FDQ� EH� FRQVLGHUHG� DV� D� QH[XV� RI� FRQWUDFWV�� ZLWKLQ� ZKLFK�� WZR� W\SHV� RI
WUDQVDFWLRQDO�UHODWLRQVKLSV�FDQ�EH�GLVWLQJXLVKHG��7KH�ILUVW�LV� 
PDUNHW�FRQWUDFWLQJ
��ZKLFK�LV
PRUH�FORVHO\�OLQNHG�ZLWK�WKH�GDLO\�EXVLQHVV�RSHUDWLRQV�RI� WKH�ILUP��)RU�H[DPSOH�� WKH�ILUP
PD\�KDYH�VLJQHG�FRQWUDFWV�ZLWK�YHQGRUV�RI�VXSSOLHV�RU�VHUYLFHV�WKDW�WKH�ILUP�XVHV�DV�LQSXWV�
LW�PD\�KDYH�FRQWUDFWV�ZLWK�LQGLYLGXDOV�ZKR�SURYLGH�ODERXU�LQSXWV�WR�WKH�ILUP��LW�PD\�KDYH
VLJQHG� ORDQ� DJUHHPHQWV�ZLWK�EDQNV��ERQGKROGHUV�� DQG�RWKHU� VXSSOLHUV�RI� FDSLWDO�� WKH� ILUP
PD\�DOVR�KDYH�VDOHV�FRQWUDFWV�ZLWK�SXUFKDVHUV�RI�WKH�ILUP
V�SURGXFWV��7KH�VHFRQG�FDWHJRU\
LQYROYHV� WKH� VR�FDOOHG� 
RZQHUVKLS� UHODWLRQVKLSV
�� %\�PHDQV� RI� RZQHUVKLS�� DQ� RZQHU�� RU� D
JURXS�RI�RZQHUV��H[HUFLVHV�WKH�GLVFUHWLRQ�DQG�RWKHU�UHVLGXDO�FRQWURO�ULJKWV�RYHU�WKH�ILUP�OHIW
DIWHU�H[HUFLVH�RI�WKH�
PDUNHW�FRQWUDFWLQJ
�

7KH� SHUVRQV� RU� SDUWLHV� OLQNHG�ZLWK� WKH� ILUP� E\�PDUNHW� FRQWUDFWLQJ� FDQ� FKHFN� WKH� ILUP
V
EHKDYLRXU�RQO\�E\�VHHNLQJ�HQIRUFHPHQW�RI�WKHLU�FRQWUDFW�ZLWK�WKH�ILUP�RU�E\�WKUHDWHQLQJ�WR
FHDVH�FRQWUDFWLQJ�ZLWK� WKH� ILUP��:KHUHDV� WKH�SHUVRQV�RU�SDUWLHV�KROGLQJ�RZQHUVKLS� ULJKWV
KDYH�WKH�DGGLWLRQDO�RSWLRQ�RI�VHHNLQJ�WR�FRQWURO�WKH�EHKDYLRXU�RI�WKH�ILUP�GLUHFWO\�WKURXJK
LQWHUQDO�JRYHUQDQFH�PHFKDQLVPV�

8VLQJ�WKLV� WHUPLQRORJ\��ZH�PD\�VW\OL]H�WKH�GLIIHUHQFH�DPRQJ�WKH�PDMRU�RZQHUVKLS� IRUPV
WKDW� DSSHDU� LQ� GHYHORSHG� PDUNHW� HFRQRPLHV� LQ� D� PRUH� LQWXLWLYH� DQG� SUHFLVH� ZD\�� ,Q� DQ
LQYHVWRU�RZQHG�ILUP��WKH�WUDQVDFWLRQV�EHWZHHQ�WKH�ILUP�DQG�LWV�FDSLWDO�VXSSOLHUV�RFFXU�LQ�WKH
IRUP� RI� RZQHUVKLS�� EXW� RWKHU� WUDQVDFWLRQV� ZLWK� ZRUNHUV�� PDWHULDO� LQSXW� VXSSOLHUV�� DQG
FXVWRPHUV� DOO� WDNH� WKH� IRUP� RI� PDUNHW� FRQWUDFWLQJ�� ,Q� DQ� HPSOR\HH�RZQHG� ILUP�� WKH
WUDQVDFWLRQV� EHWZHHQ� WKH� ILUP� DQG� LWV� ZRUNHUV� RFFXU� LQ� WKH� FRQWH[W� RI� RZQHUVKLS�� ZKLOH
RWKHU� WUDQVDFWLRQV� ZLWK� RXWVLGH� FDSLWDO� LQYHVWRUV�� PDWHULDO� VXSSOLHUV�� DQG� FXVWRPHUV� DUH
FRQGXFWHG� WKURXJK� PDUNHW� FRQWUDFWLQJ�� ,Q� D� FRQVXPHU� FR�RSHUDWLYH�� WKH� WUDQVDFWLRQV
EHWZHHQ�WKH�ILUP�DQG�LWV�FXVWRPHUV��QDPHO\�VHOOLQJ�WKH�JRRGV�RU�VHUYLFHV�LW�SURGXFHV��WDNH
WKH� IRUP� RI� RZQHUVKLS�� ZKHUHDV� RWKHU� WUDQVDFWLRQV� IRU� REWDLQLQJ� FDSLWDO�� ODERXU�� DQG
PDWHULDO�LQSXWV�DUH�FDUULHG�RXW�E\�PDUNHW�FRQWUDFWLQJ��7KH�WUDQVDFWLRQ�IRUPV�LQ�D�SURGXFHU
FR�RSHUDWLYH�� VXFK� DV� DJULFXOWXUDO�PDUNHWLQJ� DQG� SURFHVVLQJ� FR�RSHUDWLYHV�� DUH� VLPLODU� WR



��

WKH� FRQVXPHU� RQH�� ZKHUH� WKH� SRVLWLRQ� RI� FXVWRPHUV� DV� RZQHUV� DUH� UHSODFHG� E\� PDMRU
SURGXFHUV� DQG� VXSSOLHUV� RI� PDWHULDO� LQSXWV�� $� UHSUHVHQWDWLYH� H[DPSOH� RI� SURGXFHU� FR�
RSHUDWLYHV�LV�D�GDLU\�IDUPHUV
�FKHHVH�FR�RSHUDWLYH�LQ�WKH�ZHVW��LQ�ZKLFK�D�FKHHVH�IDFWRU\�LV
RZQHG�E\�WKH�IDUPHUV�ZKR�VXSSO\�WKH�IDFWRU\�ZLWK�UDZ�PLON��+DQVPDQQ���������������

,I�WKH�PDUNHW�LV�SHUIHFW�DQG�WKHUH�LV�FRPSOHWH�LQIRUPDWLRQ��D�ILUP�PD\�EH�IXOO\�VSHFLILHG�E\
PDUNHW�FRQWUDFWLQJ��,Q�RWKHU�ZRUGV��LQ�VXFK�DQ�LGHDO�PDUNHW��WKH�SDUWLHV�LQYROYLQJ�LQ�VHWWLQJ
XS�D�ILUP�FRXOG�ZULWH�ZHOO�HODERUDWHG��FRPSUHKHQVLYH��ORQJ�WHUP�FRQWUDFWV�JRYHUQLQJ�WKHLU
UHODWLRQVKLS�DQG�VSHFLI\LQJ�HYHU\WKLQJ�WKDW�PDWWHUV�HFRQRPLFDOO\��7KXV�WKHUH�LV�QRWKLQJ�OHIW
WR�RZQHUVKLS��+RZHYHU��LQ�UHDOLW\�WKH�PDUNHW�LV�IDU�IURP�SHUIHFW�DQG�LQIRUPDWLRQ�SUREOHPV
DUH�HYHU\ZKHUH��7KHVH�LQFRQYHQLHQW�UHDOLWLHV�PDNH�LGHDO�DQG�FRPSOHWH�PDUNHW�FRQWUDFWLQJ
LPSRVVLEOH� DQG� JHQHUDO�PDUNHW� FRQWUDFWLQJ� FRVWO\�� ,Q� RUGHU� WR�PLQLPL]H� WKH� WRWDO� FRVW� RI
WUDQVDFWLRQV� EHWZHHQ� WKH� ILUP� DQG� DOO� RI� WKH� SDUWLHV� HQJDJLQJ� LQ� WKH� WUDQVDFWLRQV�� WKH
DVVLJQPHQW�RI�RZQHUVKLS�EHFRPHV�GHVLUDEOH��$OO�RWKHU�WKLQJV�HTXDO��WUDQVDFWLRQ�FRVWV�ZLOO
EH�PLQLPL]HG�LI�RZQHUVKLS�LV�DVVLJQHG�WR�WKRVH�SHUVRQV�RU�SDUWLHV�IRU�ZKRP�WKH�SUREOHPV
RI� PDUNHW� FRQWUDFWLQJ�� QDPHO\� WKH� FRVWV� RI� PDUNHW� LPSHUIHFWLRQV�� DUH� PRVW� VHYHUH�� 2I
FRXUVH��RZQHUVKLS�LWVHOI�DOVR�LQYROYHV�FRVWV��ZKLFK�PDLQO\�LQFOXGH�WKH�FRVWV�RI�PRQLWRULQJ
PDQDJHUV��WKH�FRVWV�RI�FROOHFWLYH�GHFLVLRQ�PDNLQJ�DPRQJ�WKH�RZQHUV��DQG�WKH�FRVWV�RI�ULVN
EHDULQJ�� 0RUHRYHU�� WKH� FRVWV� RI� RZQHUVKLS� FDQ� YDU\� JUHDWO\� DFURVV� WKH� GLIIHUHQW� SDUWLHV
LQYROYHG� LQ� WKH� WUDQVDFWLRQ�� 7KHUHIRUH�� WKH� OHDVW� FRVWO\� DVVLJQPHQW� RI� RZQHUVKLS� ZRXOG
PLQLPL]H� WKH� VXP� RI� WKH� FRVWV� RI� PDUNHW� FRQWUDFWLQJ� DQG� WKH� FRVWV� RI� RZQHUVKLS
�+DQVPDQQ��������������3XWWHUPDQ��������

����� 3ROLWLFDO�VWUXFWXUH�RI�QRQ�SULYDWH�ILUPV�LQ�&KLQD

1RZ�OHW�XV�GHDO�ZLWK�D�QRQ�SULYDWH�ILUP�LQ�D�WUDQVLWLRQ�HFRQRP\�OLNH�&KLQD�IROORZLQJ�WKH
FRQFHSWXDO� IUDPHZRUN� RI� PDUNHW� FRQWUDFWLQJ� YHUVXV� RZQHUVKLS�� :KLOH� WKH� WUDQVDFWLRQV
RFFXUULQJ�EHWZHHQ�WKH�ILUP�DQG�LWV�FXVWRPHUV�DQG�PDWHULDO�VXSSOLHUV�FDQ�EH�DSSUR[LPDWHO\
FODVVLILHG�DV�PDUNHW�FRQWUDFWLQJ� IRU� WKH� UHIRUP�SHULRG��RWKHU� WUDQVDFWLRQV� LQYROYHG�E\� WKH
ILUP�FDQ�KDUGO\�EH�FODVVLILHG�DV�VLPSO\�RZQHUVKLS�RU�PDUNHW�FRQWUDFWLQJ��7KLV�LQFOXGHV�WKH
WUDQVDFWLRQV� EHWZHHQ� WKH� ILUP� DQG� LWV� HPSOR\HHV�� EHWZHHQ� WKH� ILUP� DQG� JRYHUQPHQW
DJHQFLHV�FRQFHUQHG��DQG�EHWZHHQ�WKH�ILUP�DQG�VWDWH�EDQNV��7KH�ODWWHU�VHW�RI�UHODWLRQVKLSV�LV
DPELJXRXV�EHWZHHQ��RU�HYHQ�EH\RQG��WKH�FDWHJRULHV�RI�RZQHUVKLS�DQG�PDUNHW�FRQWUDFWLQJ�

)LUVW�� OHW� XV� GLVFXVV� WKH� UHODWLRQVKLS� EHWZHHQ�ZRUNHUV� DQG� WKH� ILUP��:RUNHUV� DUH� LQ� SDUW
QRPLQDO�RZQHUV�RI� WKH�ILUP��$�ODUJH�SURSRUWLRQ�RI�ZRUNHUV� MRLQ� WKH� ILUP�E\�ZD\�RI� ORFDO
JRYHUQPHQW�DVVLJQPHQW�UDWKHU�WKDQ�PDUNHW�FRQWUDFWLQJ��7KH\�KDYH�PDGH�DQG�VRPH�RI�WKHP
FRQWLQXH� WR� PDNH� FRQWULEXWLRQV� WR� WKH� FDSLWDO� DFFXPXODWLRQ� RI� WKH� ILUP� WKURXJK� SDVW
DFFHSWDQFH�RI�ORZ�ZDJH�UDWHV�DQG�RWKHU�VDFULILFHV�RI�LQFRPH�DQG�ZHOIDUH�LQ�WKH�QDPH�RI�WKH
QRPLQDO�RZQHUV��SDUWLFXODUO\� LQ�79(V���7KH\�DOVR�KDYH�WR�PDNH�ILUP�VSHFLILF� LQYHVWPHQW
LQ�WKH�PDLQWHQDQFH�DQG�GHYHORSPHQW�RI�ERWK�KXPDQ�FDSLWDO�DQG�VRFLDO�FDSLWDO�EHFDXVH�WKH
YHU\� OLPLWHG� ODERXU� PDUNHW� RIIHUV� WKHP� DOPRVW� QR� DOWHUQDWLYHV�� ,I� WKHVH� VSHFLILF
UHODWLRQVKLSV�EHWZHHQ�ZRUNHUV�DQG�WKH�ILUP�ZHUH�LJQRUHG�DQG�ZRUNHUV�ZHUH�VLPSO\�WUHDWHG
DV� HPSOR\HHV� DV� LQ� D� W\SLFDO� FDSLWDOLVW� ILUP� LQ� WKH� ZHVW�� WKH� UHVWUXFWXULQJ� RI� RZQHUVKLS
ZRXOG�EHFRPH� LQFHQWLYH�GHVWUXFWLYH� UDWKHU� WKDQ� LQFHQWLYH�VWUHQJWKHQLQJ�� DQG� LQ� WKH�ZRUVW
FDVH��PD\�HYHQ�LQGXFH�VRFLDO�XQUHVW�DQG�SURGXFWLRQ�FROODSVH�
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7KH� UHODWLRQVKLS� EHWZHHQ� WKH� ILUP� DQG� LWV� VXSHUYLVRU\� JRYHUQPHQW� ERGLHV� KDV� PDQ\
GLPHQVLRQV�DV�ZHOO��)RU�62(V��JRYHUQPHQWV�KDYH�GLUHFWO\�SURYLGHG�FDSLWDO�LQYHVWPHQW�DQG
FRQWLQXH� WR�SURYLGH� ILQDQFLDO�VXSSRUW� LQ� WKH� IRUPV�RI� VRIW� FUHGLW�� VRIW� WD[DWLRQ�� DQG�GLUHFW
VXEVLGLHV�� $OWKRXJK� WKH� JRYHUQPHQW� ERGLHV� KDYH� ODUJHO\� ZLWKGUDZQ� IURP� GDLO\
PDQDJHPHQW�RI� WKH� ILUP
V�EXVLQHVV�� WKH\� DUH� VWLOO� FUXFLDO� LQ� WKH� DUHD�RI�PHGLDWLQJ� FUHGLWV
EHWZHHQ�EDQNV�DQG�WKH�ILUP��%DQNV�QHHG�WKH�LQIRUPDWLRQ�DGYDQWDJH�RI�JRYHUQPHQW�ERGLHV
WR� MXVWLI\� OHQGLQJ� GHFLVLRQV� DQG� WR� H[HUFLVH� PRQLWRULQJ� RYHU� WKH� ORDQV�� 62(V� QHHG� WKH
VXSSRUW� DQG� JXDUDQWHH� RI� WKH� VXSHUYLVRU\� JRYHUQPHQW� ERGLHV� WR� FRPSHWH� IRU� EDQN� ORDQV
�6XQ���������2QFH� WKH�JRYHUQPHQWV��SDUWLFXODUO\� ORFDO�JRYHUQPHQWV�� ILQG� WKDW�PDQ\� ORFDO
62(V�KDYH�EHFRPH�ODUJH�FRQVXPHUV�UDWKHU�WKDQ�FUHDWRUV�RI�ORFDO�ZHDOWK�WKH\�PD\�ZDQW�WR
JHW� ULG� RI� WKH� XQOLPLWHG� OLDELOLW\� WKH\� KROG� IRU� WKHLU� ORFDO� 62(V�� +RZHYHU�� WKH\� DUH
FRQVWUDLQHG� E\� WKH� SRVVLELOLW\� RI� SURGXFWLRQ� LQWHUUXSWLRQV�� ODUJH�VFDOH� OD\RIIV�� DQG� VRFLDO
XQUHVW�WKDW�PD\�EH�LQGXFHG�E\�DQ�XQIDLU�UHGLVWULEXWLRQ�RI�62(�DVVHWV�

7KH�UHODWLRQVKLS�EHWZHHQ�79(V�DQG�WKHLU�ORFDO�JRYHUQPHQWV�LV�HVVHQWLDOO\�WKH�VDPH�DV�WKDW
RI�62(V��-HIIHUVRQ�HW�DO���������6XQ���������,Q�DGGLWLRQ��WKHUH�LV�D�TXHVWLRQ�RI�ZKR�VKRXOG
EH�HQWLWOHG�WR�WKH�EHQHILWV�IURP�WKH�SUHIHUHQWLDO�SROLFLHV�RI� WKH�VWDWH� WRZDUG�WKHP��VXFK�DV
UHSD\PHQW�RI� ORDQV�EHIRUH� WD[HV�DQG� WD[�H[HPSWLRQV"�7RZQVKLS�DQG�YLOODJH�JRYHUQPHQWV
KDYH� W\SLFDOO\�PRQLWRUHG� WKHLU�79(V�PXFK�PRUH� FORVHO\� GXH� WR� WKH�PXFK� KDUGHU� EXGJHW
FRQVWUDLQW� DQG� PXFK� VPDOOHU� LQIRUPDWLRQ� SUREOHPV�� :KLOH� WRZQVKLS� DQG� YLOODJH
JRYHUQPHQWV� ZDQW� WR� PDLQWDLQ� WKHLU� 79(V
� FRPSHWHQFH�� WKH\� DUH� IUXVWUDWHG� E\� WKH
LQFUHDVLQJO\�KLJK�GHEW�DVVHW� UDWLRV�RI�PDQ\�RI� WKHLU�79(V� DQG� E\� WKH�GH� IDFWR� XQOLPLWHG
OLDELOLW\�WKH\�EHDU�IRU�WKHLU�79(V�

$V�ZH�DOUHDG\�QRWHG��EDQNV�LQ�&KLQD�KDYH�GHSHQGHG�KHDYLO\�RQ�ORFDO�JRYHUQPHQW�ERGLHV
IRU�FUHGLW�SODQQLQJ��FRQFUHWH�OHQGLQJ��GHFLVLRQ�PDNLQJ��DQG�ORDQ�PRQLWRULQJ��,W�PDNHV�ORFDO
JRYHUQPHQWV�IXQFWLRQ�OLNH�D� ILQDQFLDO� LQWHUPHGLDU\�EHWZHHQ�ORFDO�ILUPV�DQG�EDQNV��:KLOH
SDUWO\� UHIOHFWLQJ� WKH� OHJDF\� RI� WKH� RULJLQDO� EXUHDXFUDWLF� FR�RUGLQDWLRQ� V\VWHP�� WKLV
GHSHQGHQFH� LV� UHDOO\� WKH� OHDVW�FRVWO\� DUUDQJHPHQW� IRU� WKH� EDQNV� DW� WKH� SUHVHQW� DQG� PD\
FRQWLQXH�WR�EH�VR�LQ�WKH�QHDU�IXWXUH�

7KH� DERYH� DQDO\VLV� VXJJHVWV� WKDW�ZH� QHHG� WR� YLHZ� WKH� ILUP� LQ� D� WUDQVLWLRQ� HFRQRP\� OLNH
&KLQD�DV�D�SROLWLFDO� LQVWLWXWLRQ��7KHUH� DUH�PDQ\�SROLWLFDO� DQG� HFRQRPLF� DFWRUV� LQVLGH� DQG
RXWVLGH�WKH�ILUP��2Q�RQH�KDQG��WKH�HIIRUW�DQG�FRQWULEXWLRQV�RI�WKHVH�DFWRUV�DUH�HVVHQWLDO�IRU
WKH�VXUYLYDO�DQG�GHYHORSPHQW�RI�WKH�ILUP��DQG�RQ�WKH�RWKHU�KDQG��WKH\�DUH�DOVR�VWDNHKROGHUV
LQ��RU�FRPSHQVDWLRQ�VHHNHUV�IURP��WKH�ILUP�ZLWK�DPELJXRXVO\�GHILQHG�VWDNH�VSHFLILFDWLRQ�
7KHUH� LV� QR� JURXS� DPRQJ� WKHP�ZKRVH� LQWHUHVWV� FDQ� EH� VLPSO\� LJQRUHG� LQ� WKH� SURFHVV� RI
RZQHUVKLS� UHVWUXFWXULQJ��%HFDXVH� WKLV� SURFHVV�ZLOO� QRW� RQO\� FKDQJH� WKH� GLVWULEXWLYH� UXOHV
IRU� FXUUHQW� LQFRPH� IORZV�� EXW� DOVR� UHGLVWULEXWH� WKH� DFFXPXODWHG� ZHDOWK� RI� WKH� VRFLHW\�
LQMXVWLFH�RFFXUULQJ�LQ�WKLV�SURFHVV�ZLOO�KDYH�ORQJ�WHUP��VHYHUH�DGYHUVH�FRQVHTXHQFHV�IRU�WKH
VRFLHW\��7KH�RZQHUVKLS�UHVWUXFWXULQJ�RI�WKH�ILUP�LV�QRW�VLPSO\�D�SURFHVV�WR�LGHQWLI\�RU�ILQG�D
JURXS� RI� LQGLYLGXDOV� DV� RZQHUV�� ,W� LV� LQWHQGHG� WR� HVWDEOLVK� D� EHWWHU� LQFHQWLYH� VWUXFWXUH
WRZDUG� DOO� VWDNHKROGHUV�� VR� WKDW� WKH� RZQHUVKLS� UHIRUP� ZLOO� UHPDLQ� FRPSDWLEOH� ZLWK
HFRQRPLF� JURZWK� DQG� VRFLDO� VWDELOLW\�� 7KH� GLUHFW� SXUSRVH� RI� WKH� UHVWUXFWXULQJ� LV� WR
VLJQLILFDQWO\� UHGXFH� WKH� FRVW� RI� GHFLVLRQ�PDNLQJ�� PRQLWRULQJ�� ULVN�EHDULQJ�� DQG� PDUNHW�
FRQWUDFWLQJ�DQG�WR�LQGXFH�JUHDWHU�HIIRUWV�E\�PDQDJHUV��ZRUNHUV��DQG�RWKHU�UHOHYDQW�DFWRUV�
VXEMHFW�WR�WKH�H[LVWLQJ�PDUNHW��WHFKQRORJ\�DQG�NQRZOHGJH�FRQVWUDLQWV�



��

��� 5HGXFLQJ�WKH�FRVWV�RI�RZQHUVKLS�DQG�JRYHUQDQFH

����� 2SHQLQJ�XS�PRUH�DUHDV�WR�PDUNHW�FR�RUGLQDWLRQ

7KH�DQDO\VLV�LQ�WKH�SUHYLRXV�VHFWLRQ�LQGLFDWHV�WKDW�RZQHUVKLS�DUUDQJHPHQWV�UHVXOW�IURP�WKH
FRVW�PLQLPL]LQJ� WUDGH�RII� EHWZHHQ� PDUNHW� FRQWUDFWLQJ� DQG� RZQHUVKLS�� ,I� PDUNHW� DQG
FRPSHWLWLRQ�GR�QRW�H[LVW�RU�DUH�YHU\�OLPLWHG��RZQHUVKLS�RU�RZQHUVKLS�OLNH�UHODWLRQVKLSV�ZLOO
VSUHDG�RYHU�HYHU\�DVSHFW�RI�WKH�ILUP
V�WUDQVDFWLRQV��LQGXFLQJ�KLJK�RZQHUVKLS�DQG�SROLWLFDO
FRVWV� LQVLGH� DQG� RXWVLGH� WKH� ILUP��7KDW�ZDV� WKH� VLWXDWLRQ� LQ� WKH� SUH�UHIRUP�SHULRG�ZKHUH
LQHIILFLHQW�EXUHDXFUDWLF�FR�RUGLQDWLRQ�GRPLQDWHG�WKH�GDLO\�OLIH�RI�&KLQD
V�VWDWH�ILUPV�

7KH� LQWURGXFWLRQ� RI� SURGXFW�PDUNHWV� DQG� FRPSHWLWLRQ� VLQFH� WKH� HDUO\� ����V� KDV� EURXJKW
PDUNHW�FRQWUDFWLQJ�WR�WKH�DUHDV�RI�SURGXFW�VDOHV�DQG�LQSXWV�SXUFKDVHV�RI�ILUPV��DQG�LQGXFHG
D� SURJUHVVLYH� FODULILFDWLRQ� DQG� UHDVVLJQPHQW� RI� YDULRXV� SURSHUW\� ULJKWV� DPRQJ� GLIIHUHQW
OHYHOV�RI�JRYHUQPHQWV��EHWZHHQ�JRYHUQPHQW�DQG�ILUPV��DQG�DPRQJ�SDUWLHV�ZLWKLQ�WKH�ILUPV
�6XQ�� ������� 7KH� RZQHUVKLS� UHVWUXFWXULQJ� RI�&KLQD
V� 60(V� VLQFH� ����� KDV� FRQWLQXRXVO\
IROORZHG� WKHVH� WZR� WUDFNV�� �D�� LQWURGXFLQJ� PDUNHW� FRQWUDFWLQJ� DQG� PDUNHW� SULQFLSOHV� WR
PRUH� DUHDV� RI� WKH� ILUP
V� WUDQVDFWLRQV�� EDVHG� RQ� FRVW�UHGXFWLRQ� FRQVLGHUDWLRQV�� DQG� �E�
GLUHFWO\� UHGXFLQJ� WKH� FRVW� RI� RZQHUVKLS�� 2I� FRXUVH� �D�� DQG� �E�� DUH� QRW� LQGHSHQGHQW� EXW
FRPSOHPHQWDU\�

$W� WKH� VDPH� WLPH��SULYDWH� ILUPV� LQ� WUDQVLWLRQDO�&KLQD�KDYH�VKRZQ� WKH� WHQGHQF\� WR� VSUHDG
WKHLU�RZQHUVKLS�� UHIOHFWLQJ� WKH� WZR�PDMRU�FKDOOHQJHV� WKH\� IDFH��)LUVW�� WKH\�QHHG� WR�DWWUDFW
VXIILFLHQW�DVVHWV�RU�FDVK�IORZ�WR�EXIIHU�IOXFWXDWLRQV�LQ�WKHLU�RZQ�HDUQLQJV��WKXV�UHGXFH�WKH
FRVW�RI�ULVN�EHDULQJ��6HFRQG��IRU�VRPH�W\SHV�RI�WUDQVDFWLRQV�PDUNHW�FRQWUDFWLQJ�LV�WRR�FRVWO\
RU�HYHQ�LPSRVVLEOH��$V�D�UHVXOW��WKH\�QHHG�D�UHDVRQDEO\�VKDUHG�RZQHUVKLS�WR�HVWDEOLVK�VRFLDO
WUXVW�ZLWKLQ�WKHLU�RZQ�ILUP�DQG�WR�PLWLJDWH�WKH�FRVW�RI�PDUNHWLQJ�FRQWUDFWLQJ��7KLV�WHQGHQF\
DSSHDUV�FRQVLVWHQW�ZLWK�WKHRUHWLFDO�DQDO\VLV�FRQGXFWHG�LQ�+DQVPDQQ��������

)RU� QRQ�SULYDWH� ILUPV� LQ� &KLQD�� RSHQLQJ� XS� PRUH� DUHDV� RI� WKHLU� WUDQVDFWLRQV� WR� PDUNHW
FRPSHWLWLRQ� RIIHUV� WKH� DGYDQWDJH� RI� WRWDO� FRVW�UHGXFWLRQ�� )LUVW�� PDQ\� FRPSRQHQWV� RI
JRYHUQPHQW� ILQDQFLQJ� FDQ� EH� RSHQHG� XS� WR� PDUNHW� FR�RUGLQDWLRQ�� 7KHVH� FRPSRQHQWV
LQFOXGH�� �D�� VWULFW� VHSDUDWLRQ� RI� FUHGLW� ILQDQFLQJ� IURP� RWKHU� JRYHUQPHQW� ILQDQFLQJ� DQG
OHWWLQJ� FUHGLW� ILQDQFLQJ� IROORZ�PDUNHW� SULQFLSOHV�� �E�� UHSODFLQJ� LPSOLFLW� VXEVLGLHV� VXFK� DV
LQWHUHVW�UDWH�VXEVLGLHV��WD[�H[HPSWLRQ��DQG�RWKHUV�E\�H[SOLFLW�HTXLW\�LQYHVWPHQW�RU�YHQWXUH
FDSLWDO�LQYHVWPHQW��DQG��F��WR�WUDQVIRUP�JRYHUQPHQW�SURSHUW\�ULJKWV�LQ�WKH�ILUP�LQWR�VKDUH�
KROGLQJ�RU�YHQWXUH�FDSLWDO�ULJKWV��7KHVH�RSHQLQJ�XS�HIIRUWV�ZLOO�LQGXFH�WKH�ILUPV�WR�FOHDUO\
REVHUYH�ILQDQFLDO�GLVFLSOLQH��DQG�WR�IDFH�D�KDUG�EXGJHW�FRQVWUDLQW��$W� WKH�VDPH�WLPH�WKHVH
HIIRUWV�ZLOO� HVVHQWLDOO\� VLPSOLI\� DQG� FODULI\� WKH� UHODWLRQVKLS� EHWZHHQ� WKH� JRYHUQPHQW� DQG
WKH� ILUPV� LW� RZQV�� DQG� OHDG� WKH� JRYHUQPHQW� DV� RQH� RI� WKH� RZQHUV� WR� DFW� PRUH� OLNH� D
VKDUHKROGHU�RU�YHQWXUH�FDSLWDOLVW��7KH�JRYHUQPHQW�PD\�UHRUJDQL]H�LWVHOI�LQ�VXFK�D�ZD\�DV�WR
UHSODFH�LQGXVWULDO�EXUHDX[�ZLWK�DQ�LQGHSHQGHQW�JRYHUQPHQW�DVVHWV�PDQDJHPHQW�DJHQF\�DQG
WKLV�DJHQF\�FDQ�DFW�DV�D�VKDUHKROGHU�RU�YHQWXUH�FDSLWDOLVW�WR�PDQDJH�JRYHUQPHQW�DVVHWV� LQ
ORFDO� ILUPV��:KHQ� WKH� JRYHUQPHQW� RZQHU� DFWV� DV� D� VKDUHKROGHU� RU� YHQWXUH� FDSLWDOLVW�� LWV
JRYHUQPHQWDO� ULJKWV� RYHU� UHVLGXDO� EHQHILWV� DQG� UHVLGXDO� FRQWURO� FDQ� EH� EHWWHU� DQG� PRUH
FOHDUO\� GHILQHG� LQ� IRUPV� RI� FRQFUHWH� VKDUH� QXPEHUV� DQG� FDSLWDO� SURSRUWLRQV�� 7KH
KRPRJHQHLW\� RI� LQWHUHVWV� DPRQJ� WKH� RZQHUV� RI� WKH� ILUP�ZLOO� LQFUHDVH� DQG� WKLV� LQFUHDVHG



��

KRPRJHQHLW\�ZLOO� LQ� WXUQ� UHGXFH� WKH� H[WHQW� RI� FRQIOLFWV� RI� LQWHUHVWV� DPRQJ� RZQHUV�� WKXV
ORZHULQJ�WKH�FRVW�RI�FROOHFWLYH�GHFLVLRQ�PDNLQJ�

7KH� GXDO� UROH� RI�ZRUNHUV� LQ� D� QRQ�SULYDWH� ILUP� FDQ� EH� VHSDUDWHG� DQG� WKHQ� RSHQHG� XS� WR
PDUNHW�FRPSHWLWLRQ�DV�ZHOO��$�ZRUNHU
V�UROH�DV�RQH�RI�WKH�RZQHUV�RI�D�ILUP�FDQ�EH�GHILQHG
E\�WKHLU�HTXLW\�LQYHVWPHQW��LQ�WHUPV�RI�VKDUH�RU�YHQWXUH�FDSLWDO���DQG�WKXV�LV�VHSDUDWHG�IURP
WKH�UROH�RI�DQ�HPSOR\HH�RI�WKH�ILUP��2WKHU�VHUYLFHV�VXFK�DV�KRXVLQJ�SURYLVLRQ�WKDW�WKH�ILUP
FRPPLWWHG� WR� LWV� HPSOR\HHV� FDQ� EH� VHSDUDWHG� IURP�PDUNHW� FRQWUDFWLQJ� RI� HPSOR\HHV� DV
ZHOO��7KHVH�VHSDUDWLRQV�ZRXOG�LQGXFH�ZRUNHUV�WR�FOHDUO\�REVHUYH�ODERXU�PDUNHW�GLVFLSOLQHV
DV� ZHOO� DV� RSSRUWXQLWLHV� DSSHDULQJ� LQ� WKH� PDUNHW�� :KLOH� WKH� ULJKWV� DV� DQ� RZQHU� DUH
PHDVXUDEOH�DQG�FOHDUO\�GHILQHG��WKH�ZRUNHU�FDQ�PDNH�D�EHWWHU�WUDGH�RII�EHWZHHQ�WKHLU�GXDO
UROH��ZKHQ�WKH�WUDGH�RII�LV�QHHGHG��DQG�ZLOO�DOVR�KDYH�RSSRUWXQLW\�WR�IROORZ�PDUNHW�VLJQDOV
DQG� WR�PDNH� ULVN�GLYHUVLILFDWLRQ�GHFLVLRQV��7KHVH� VHSDUDWLRQV�ZRXOG� EULQJ� WKH� ILUP�PRUH
GLVFLSOLQHG�ZRUNHUV�DQG�FOHDUO\�GHILQHG� HPSOR\HH�RZQHUV� �RU� 
LQVLGH�YHQWXUH� FDSLWDOLVWV
��
$OWKRXJK� WKH� LQWHUHVW� DV� DQ� RZQHU�PD\� EH� GLIIHUHQW� IURP� WKDW� DV� DQ� HPSOR\HH�� RQFH� WKH
RZQHU
V�VHOI�LQWHUHVWV�EHFRPHV�PHDVXUDEOH��D�YRWLQJ�UXOH�IRU�FROOHFWLYH�GHFLVLRQ�PDNLQJ�RI
DOO�RZQHUV�FDQ�EH�GHVLJQHG�DQG�LPSOHPHQWHG��7KLV�FRXOG�UHVXOW�LQ�D�UHGXFWLRQ�RI�RZQHUVKLS
FRVW�

����� 5HGXFLQJ�WKH�FRVWV�RI�FROOHFWLYH�GHFLVLRQ�PDNLQJ

:H�QRZ�IRFXV�RQ�VHYHUDO�FRPSRQHQWV�RI�RZQHUVKLS�FRVWV�DQG�H[DPLQH�WKH�SRVVLELOLWLHV�RI
FRVW�UHGXFWLRQ�IRU�HDFK�RI�WKHP��)LUVW�OHW�XV�DQDO\VH�WKH�FRVW�RI�FROOHFWLYH�GHFLVLRQ�PDNLQJ�
,I�DOO�RZQHUV�KDG�LGHQWLFDO�LQWHUHVWV�LQ�FRQQHFWLRQ�ZLWK�WKH�ILUP��WKHUH�ZRXOG�EH�QR�FRVW�RI
FROOHFWLYH� GHFLVLRQ�PDNLQJ�� &RVWV� RI� FROOHFWLYH� GHFLVLRQ�PDNLQJ� UHVXOW� IURP� LQWHUHVW
KHWHURJHQHLW\�RU�LQWHUHVW�FRQIOLFWV�DPRQJ�WKH�RZQHUV��)RU�WKH�ILUP�LQ�D�WUDQVLWLRQ�HFRQRP\�
EHFDXVH� RZQHUVKLS� ULJKWV� DUH� ODUJHO\� DPELJXRXV�� HYHQ� RQH� FODVV� RI� RZQHUV� �H�J�� WKH
JRYHUQPHQW�RZQHU��KDV�GLYHUVLILHG�LQWHUHVWV�LQ�FRQQHFWLRQ�ZLWK�WKH�ILUP��+LJKO\�GLYHUVLILHG
LQWHUHVWV� DPRQJ� RZQHUV� ZLOO� EULQJ� QRW� RQO\� FRQWUDGLFWRU\� FULWHULD� EXW� DOVR� WKH� FRVW� RI

SROLWLFDO� IDLOXUH
� WR� WKH� ILUP�� ZLWK� WKH� UHVXOW� WKDW� WKH� ILUP� KDV� WR� GLYHUVLI\� LWV� VFDUFH
UHVRXUFHV� WR� VDWLVI\� FRQWUDGLFWRU\� FULWHULD� DQG� WR� VWUXJJOH� ZLWK� WKH� UHFXUULQJ� LQWHUHVW
FRQIOLFWV� �3HURWWL� HW� DO��� ������� 7KHUHIRUH�� WKH� HIIRUWV� WR� UHGXFH� WKH� FRVWV� RI� FROOHFWLYH
GHFLVLRQ�PDNLQJ�VKRXOG�IRFXV�RQ�WZR�PHDVXUHV���D��LQFUHDVLQJ�LQWHUHVW�KRPRJHQHLW\�DPRQJ
WKH� RZQHUV�� DQG� �E�� VHWWLQJ� XS� VRPH� VLPSOH� DQG� VDOLHQW� FULWHULD� IRU� EDODQFLQJ� WKRVH
KHWHURJHQHRXV�LQWHUHVWV�DPRQJ�WKH�RZQHUV�

$V�H[DPLQHG�EHIRUH��LI�DPELJXRXV�RZQHUVKLS�ULJKWV�DUH�WUDQVIHUUHG�LQWR�PHDVXUDEOH�HTXLW\
VKDUHV� RU� YHQWXUH� FDSLWDO�� QR�PDWWHU�ZKR� KROGV� WKHP�� WKH� RZQHUV
� LQWHUHVW� UHODWLYH� WR� WKH
ILUP�ZLOO�EHFRPH�PXFK�PRUH�KRPRJHQHRXV��7KH�VLPSOH�DQG�VDOLHQW�FULWHULD�FDQ�EH�VHW�XS
DURXQG�WKH�FRUH�LQWHUHVW�RI�DOO�RZQHUV²WR�PD[LPL]H�WKH�QHW�ZRUWK�RI�WKH�ILUP��,Q�VRPH�FR�
RSHUDWLYH�RU�SDUWQHUVKLS�ILUPV��WKH�WRWDO�YDOXH�RI�VXFK�D�ILUP�PD\�EH�KDUGO\�GLYLGHG�DPRQJ
PHPEHUV�RU�HDFK�LQGLYLGXDO�RZQHU
V�WUDQVDFWLRQV�ZLWK�WKH�ILUP�PD\�EH�GLIILFXOW�WR�PHDVXUH�
,Q�WKLV�FDVH�D�UXOH�RI�HTXDO�GLYLVLRQ�PD\�VHUYH�DV�D�QDWXUDO�SRLQW�RI�DJUHHPHQW��WKLV�UXOH�FDQ
PLQLPL]H�WKH�SURFHVV�FRVW�RI�UHDFKLQJ�D�FROOHFWLYH�GHFLVLRQ��WKRXJK�SHUKDSV�FUHDWLQJ�VRPH
LQHIILFLHQW�LQFHQWLYHV��+DQVPDQQ������������6FKHOOLQJ��������



��

����� :KDW�PHFKDQLVPV�SROLFH�WKH�LQVLGHU�FRQWURO�LQ�86�SXEOLF�FRPSDQLHV"

7KH�VHFRQG�PDMRU�FRPSRQHQW�RI�RZQHUVKLS�FRVWV� LV� WKH�FRVW�RI�PRQLWRULQJ�PDQDJHUV�DQG
WKH�FRVW�RI�PDQDJHULDO�RSSRUWXQLVP��%RWK�UHVXOW�IURP�WKH�IDLOXUH�WR�PRQLWRU�PDQDJHUV�ZLWK
SHUIHFW� HIIHFWLYHQHVV�� )RU� H[DPSOH�� LQ� WKH� W\SLFDOO\� SXEOLFO\� WUDGHG� 86� EXVLQHVV
FRUSRUDWLRQ�� VKDUHKROGHUV� DUH� IUHTXHQWO\� LQ� D� SRRU� SRVLWLRQ� WR� GLVFLSOLQH� PDQDJHPHQW
EHFDXVH� RI� WKH� GLVSHUVLRQ� RI� VKDUHKROGLQJV� �5RH�� ������ %ODFN�� ������� 7KH� NH\� UROHV� LQ
NHHSLQJ� WKH� DJHQF\� FRVWV� RI� GLVSHUVHG� VKDUHKROGLQJV� LQ�86� FRUSRUDWLRQV� WR� D� UHDVRQDEOH
OHYHO� DUH� SOD\HG� E\� FRPSHWLWLYH� FDSLWDO� DQG� PDQDJHULDO� ODERXU� PDUNHWV� DQG� YDULRXV
LQVWLWXWLRQV��6KDUHKROGHUV�FDQ�YRWH�E\�VHOOLQJ�RU�EX\LQJ�RU�KROGLQJ�WKH�VKDUHV�RI�D�VSHFLILF
FRUSRUDWLRQ�� 3HUIRUPDQFH� FRPSDULVRQ� PD\� EH� LQIRUPDWLYH� IRU� ERWK� VKDUHKROGHUV� DQG
PDQDJHUV� WKHPVHOYHV�� 7KH� GHVLUH� WR� PDLQWDLQ� RU� HVWDEOLVK� D� IDYRXUDEOH� PDQDJHULDO
UHSXWDWLRQ� DQG� WKH� WKUHDW� RI� WDNH�RYHU� E\� LQYHVWRUV� ZLWK� WKH� LQFHQWLYH�� SRZHU�� DQG
NQRZOHGJH�PD\�VHUYH�DV�D�VRXQG�VXUURJDWH�IRU�WKH�GLUHFW�VKDUHKROGHU�PRQLWRULQJ�LQ�NHHSLQJ
FRUSRUDWH�PDQDJHPHQW�LQ�OLQH��7KH�UHVWUDLQW�PHFKDQLVPV�EDVHG�RQ�LQVWLWXWLRQDO�DQG�VRFLDO
FDSLWDO�LQFOXGH�ULJRURXV�DFFRXQWLQJ�VWDQGDUGV��H[WHQVLYH�PDQGDWHG�GLVFORVXUH��SURKLELWLRQV
RQ� LQVLGH� VHOI�GHDOLQJ�� SURFHGXUDO� UXOHV� IDFLOLWDWLQJ� VKDUHKROGHU� OLWLJDWLRQ�� DQG� D� ZHOO�
GHYHORSHG� ILQDQFLDO�SUHVV��7KHVH� LQVWLWXWLRQDO�DQG�VRFLDO� UHVWUDLQ�PHFKDQLVPV�HQIRUFH� WKH
ILGXFLDU\�GXWLHV�RI�PDQDJHUV�WRZDUG�WKH�VKDUHKROGHUV�RI�WKHLU�FRUSRUDWLRQV��FI��+DQVPDQQ�
������&KDSWHU����5RH��������6KOHLIHU�DQG�9LVKQ\��������

����� ,QVLGHUV�FRQWUROOLQJ�WKH�ILUP�YHUVXV�WKH�SDUW\�FRQWUROOLQJ�SHUVRQQHO�LQ�&KLQD

%HFDXVH�RI�WKH�VSHFLILF�LQVWLWXWLRQDO�EDFNJURXQG�DQG�WKH�DEVHQFH�RI�FRPSHWLWLYH�FDSLWDO�DQG
PDQDJHULDO� ODERXU� PDUNHWV�� WKH� DJHQF\� SUREOHP� DQG� WKH� FRUUHVSRQGLQJ� FKHFNLQJ
PHFKDQLVP�LQ�WUDQVLWLRQDO�&KLQD�KDYH�KDG�TXLWH�GLIIHUHQW�PDQLIHVWDWLRQV�IURP�WKRVH�LQ�WKH
ZHVW� �FI�� H�J�� -HIIHUVRQ�� ������ 3HURWWL� HW� DO��� ������ 4LDQ�� ������� 7R� KLJKOLJKW� WKH
GLVWLQJXLVKLQJ� IHDWXUHV� RI� WKH� DJHQF\� SUREOHP� LQ�&KLQD�ZH� SUHVHQW� WKH� FDVH� RI� WKH� 62(
VHFWRU�KHUH��7KH�GLIIHUHQFH�LQ�WKHVH�IHDWXUHV�EHWZHHQ�62(V�DQG�79(V�LV�QRW�LQ�HVVHQFH�EXW
LQ�H[WHQW��ZLWK�79(V�DSSHDULQJ� WR�HQMR\� ORZHU�FRVWV� LQ�DOO�RI� WKHVH� UHVSHFWV� �-HIIHUVRQ�HW
DO���������

)LUVW�� WKH� FRQWUDFW� UHVSRQVLELOLW\� V\VWHP� SURPRWHG� LQ� ����� DQG� HQKDQFHG� LQ� ����� KDV
JUDQWHG�62(V� HIIHFWLYH� ULJKWV� WR� XVH� VWDWH� DVVHWV� DQG� WR� GLVWULEXWH� DQG� HQMR\� LQFRPHV� VR
JHQHUDWHG��7KH�QRPLQDO�ULJKWV�WR�GLVSRVH�RI�DOO�VWDWH�DVVHWV�DUH�KHOG�E\�WKH�JRYHUQPHQW�EXW
WKH� UHDO� ULJKWV� WR� GLVSRVH� RI� 62(� DVVHWV� DUH� SDUWO\� H[HUFLVHG� E\� 62(� LQVLGHUV� DV� ZHOO�
%HFDXVH� WKHUH� LV� JUHDW� GLIILFXOWLHV� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH� FRQWUDFW� UHVSRQVLELOLW\
V\VWHP�WR�VHW�XS�FRQJUXHQFH�EHWZHHQ�DOORFDWLRQV�RI�HIIHFWLYH�FRQWURO� ULJKWV� DQG� ILQDQFLDO
ULVNV�� SULYDWL]LQJ� LQFRPHV� E\� LQVLGHUV� DQG� VRFLDOL]LQJ� ORVVHV� WKURXJK� VRIW� FUHGLWV� DQG� WD[
H[HPSWLRQV�KDYH�EHFRPH�FRPPRQSODFH�LQ�WKH�����V��6SRQWDQHRXV�SULYDWL]DWLRQ�DQG�VWDWH�
DVVHWV�VWULSSLQJ�KDYH�EHHQ�IUHTXHQWO\�UHSRUWHG�DV�ZHOO�

6HFRQG��WKHUH�LV�QR�FOHDUO\�DFFRXQWDEOH�UHSUHVHQWDWLYH�RI�WKH�PDMRU�RZQHU��WKH�VWDWH��7KHUH
DUH� W\SLFDOO\� VHYHUDO� JRYHUQPHQW� DJHQFLHV� WKDW� KDYH� DXWKRULW\� RYHU� D� VSHFLILF� 62(�� EXW
QRQH� RI� WKHP� LV� DEOH� WR� H[HUFLVH� HIIHFWLYH� PRQLWRULQJ�� 7KH� PRQLWRULQJ� WKURXJK� EUDQFK
PLQLVWULHV� DQG� EXUHDX[� LQYROYHV� ODUJH� EXUHDXFUDWLF� FRVWV� DV� ZHOO�� ZKLFK� KDV� LQGXFHG
JURZLQJ� GLVVDWLVIDFWLRQ� LQ� WKH� VRFLHW\�� WKRXJK� WKLV� PRQLWRULQJ� UROH� LV� GLPLQLVKLQJ� DV
HQWHUSULVH�DXWRQRP\�H[SDQGV�



��

7KLUG��WKH�DXWKRULW\�RI�WKH�FRPPLWWHH�RI�WKH�FRPPXQLVW�SDUW\�WR�DSSRLQW�DQG�GLVPLVV�62(
PDQDJHUV� KDV� EHHQ�PDLQWDLQHG� DQG�PD\� KDYH� VHUYHG� DV� D� PDMRU� FRXQWHUEDODQFH� DJDLQVW
FRPSOHWH�PDQDJHULDO�GLVFUHWLRQ���7KRXJK�SURPRWLRQ�ZLWKLQ�WKH�EXUHDXFUDWLF�KLHUDUFK\�KDV
EHFRPH� OHVV� DWWUDFWLYH� WKDQ� EHIRUH�� GLVFLSOLQDU\� DFWLRQV� DQG� GLVPLVVDO� E\� WKH� SDUW\� ZLOO
EULQJ� VHYHUH� GDPDJH� WR� WKH� UHSXWDWLRQ�� SRVLWLRQ� EHQHILWV� DQG� FRQWURO� UHQWV� RI� PDQDJHUV�
7KLV�KDV�HIIHFWLYHO\�UHVWUDLQHG�62(�PDQDJHUV�IURP�JRLQJ�EH\RQG�WKH�OLPLWDWLRQV�LQGLFDWHG
E\�WKH�SDUW\��7KH�IDFW�WKDW�WKH�SDUW\�KROGV�WKH�UHVLGXDO�FRQWURO�ULJKWV�WR�DSSRLQW�DQG�GLVPLVV
62(�PDQDJHUV�PD\� EH� WKH�PDMRU� UHDVRQ�ZK\� GHOHJDWLQJ� DXWKRULW\� WR� 62(�PDQDJHUV� LQ
&KLQD� GRHV� QRW� UHVXOW� LQ� DOPRVW� FRPSOHWH� LQVLGHU� FRQWURO� DV� TXLFNO\� DSSHDUHG� LQ� 5XVVLD�
+RZHYHU�� WKH� SDUW\� FRQWURO� RI� SHUVRQQHO� LQYROYHV� VLJQLILFDQW� FRVWV� DV� ZHOO�� EHFDXVH� LW
FRQWLQXHV� WR�FDXVH�SROLWLFDO� LQWHUIHUHQFH� LQ�62(�EXVLQHVVHV� DQG�GLVWRUWV� WKH� LQFHQWLYHV�RI
62(�PDQDJHUV�

7KH�DERYH�OLVWHG�WKUHH�IHDWXUHV�LQGLFDWH�WKDW�WKH�DJHQF\�SUREOHPV�LV�PXFK�ZRUVH�LQ�&KLQD
WKDQ� LQ� WKH� ZHVW�� DQG� WKDW� WKH� SUHYLRXV� HQWHUSULVH� UHIRUP� VHHPV� WR� EH� WUDSSHG� LQ� WKH
GLOHPPD²H[SDQVLRQ�RI�HQWHUSULVH�DXWRQRP\�LQGXFHV�KLJK�DJHQF\�FRVWV�EXW�FKHFNLQJ� WKH
DJHQF\� FRVWV� WKURXJK� WKH� SDUW\� DQG� JRYHUQPHQW� FRQWURO� HQWDLOV� KLJK� SROLWLFDO� DQG
EXUHDXFUDWLF� FRVWV�� ,Q� RUGHU� WR� UHGXFH� WKH� FRVWV� RI� LQVLGHU� VHOI�GHDOLQJ� �SDUWLFXODUO\
PDQDJHULDO�VHOI�GHDOLQJ��DQG�WKH�FRVWV�RI�SROLWLFDO�DQG�EXUHDXFUDWLF�LQWHUIHUHQFH��RZQHUVKLS
UHVWUXFWXULQJ� DQG� JRYHUQPHQW� UHRUJDQL]DWLRQ� EHFRPH� GHVLUDEOH�� 2ZQHUVKLS� UHVWUXFWXULQJ
KHOSV�WR�VHSDUDWH� WKH�JRYHUQPHQW�UROH�RI�EHLQJ�D�UHJXODWRU�DQG�DGPLQLVWUDWRU�IURP�WKDW�RI
EHLQJ� DQ� DVVHW� RZQHU�� $IWHU� WKH� RZQHUVKLS� UHVWUXFWXULQJ�� WKH� SDUW\
V� DXWKRULW\� RYHU
SHUVRQQHO�FDQ�EH�UHDVRQDEO\�OLPLWHG�WR�SROLWLFDO�FRQVXOWDQF\�DQG�WKH�DIIDLUV�RI�TXDOLILFDWLRQ
H[DPLQDWLRQ�DQG�FHUWLILFDWLRQ�RI�SHUVRQQHO��LI�LWV�IXOO�HOLPLQDWLRQ�OHDYHV�D�SRZHU�YDFXXP�RU
LV�VLPSO\�QRW�IHDVLEOH�LQ�WKH�QHDU�IXWXUH�

����� 5HGXFLQJ�ULVN�EHDULQJ�FRVWV

7KH� GLVFXVVLRQ� RI� ULVN�EHDULQJ� FRVWV� LQ� WKH� ZHVW� XVXDOO\� IRFXVHV� RQ� WKH� DGYDQWDJH� RI
LQYHVWRU�RZQHUVKLS��%HFDXVH�RI�WKH�GLYLVLELOLW\�RI�ILQDQFLDO�FDSLWDO��WKH�RZQHUV�RI�ILQDQFLDO
FDSLWDO�DUH�LQ�D�EHWWHU�SRVLWLRQ�WR�HOLPLQDWH�ILUP�VSHFLILF�ULVN�WKURXJK�GLYHUVLILFDWLRQ�RI�WKHLU
ILQDQFLDO�SRUWIROLR��2WKHU�SDUWLHV��SDUWLFXODUO\�HPSOR\HHV��RIWHQ�IDFH�KLJK�FRVWV�LQ�VSUHDGLQJ
WKHLU�WUDQVDFWLRQV�DFURVV�GLIIHUHQW�ILUPV�LQ�GLIIHUHQW�LQGXVWULHV��$V�D�FRQVHTXHQFH��LQYHVWRU
RZQHUVKLS�ZLOO�OHDG�WR�ORZ�FRVWV�RI�ULVN�EHDULQJ��+DQVPDQQ��������3XWWHUPDQ��������

)RU�HQWHUSULVHV�ZLWK�D�VRIW�EXGJHW�FRQVWUDLQW��KRZHYHU��WKH�SUREOHP�UHODWHG�WR�ULVN�EHDULQJ
LV�WKDW�WKH�PDQDJHUV�W\SLFDOO\�WDNH�WRR�PXFK�ULVN�DQG�WRR�OLWWOH�HIIRUW�LQ�WKHLU�EXVLQHVV�EXW
WUDQVIHU� WKH� FRVWV� RI� ULVN� EHDULQJ� WR� WKH� VRFLHW\� WKURXJK� VRIW� EXGJHW� FRQVWUDLQW� �=RX� DQG
6XQ�� ������� ,Q� RUGHU� WR� FRUUHFW� WKLV� PLVPDWFK�� LQ� DGGLWLRQ� WR� KDUGHQLQJ� WKH� EXGJHW
FRQVWUDLQW�� VXFK�PHDVXUHV� DV� OHWWLQJ�PDQDJHUV� KROG� VKDUHV� RU� VWRFN� RSWLRQV� WKDW� OLQN� WKH
SUHVHQW�YDOXH�RI�WKH�ILUP�WR�WKHLU�HIIRUWV��SURILW�VKDULQJ�UXOH��DQG�RSHQLQJ�ILUPV�WR�RXWVLGH
SOXUDO�LQYHVWRUV�EHFRPH�GHVLUDEOH�

������������������������������������������������
��7KH�VR�FDOOHG�QHZ�HFRQRPLF�PHFKDQLVP��1(0��LQ�+XQJDU\�DIWHU�WKH������UHIRUP�KDG�D�VLPLODU�PL[WXUH�RI
PDUNHW�GULYHQ�ILUPV�PDQDJHG�E\�SDUW\�FRPPLWWHH�DSSRLQWHG�SURIHVVLRQDO�PDQDJHUV��+RZHYHU��LQ�WKH�FDVH�RI
+XQJDU\�WKHUH�ZDV�QR�UHDO�PDUNHW��RQO\�D�VLPXODWHG�PDUNHW��%HUHQG��������.RUQDL��������



��

��� -RLQW�VWRFN�FR�RSHUDWLYH��LWV�VW\OL]HG�IHDWXUHV�DQG�IXQFWLRQLQJ�PHFKDQLVPV

$OWKRXJK�PDQ\�IRUPV�RI�RZQHUVKLS�UHVWUXFWXULQJ�KDYH�HPHUJHG�LQ�WKH�����V��WKH�IRUP�RI
MRLQW�VWRFN�FR�RSHUDWLYH��JXIHQ�KH]XR]KL��KDV�GRPLQDWHG��-RLQW�VWRFN�FR�RSHUDWLYHV�DUH�QRW
RQO\�HPHUJLQJ�LQ�WKH�79(�VHFWRU��EXW�DOVR�LQ� WKH�62(�DQG�SULYDWH�VHFWRUV��%\� WKH�HQG�RI
������RI�DOO�FROOHFWLYHO\�RZQHG�79(V��DERXW����SHU�FHQW�LQ�6KDQGRQJ�3URYLQFH�����SHU�FHQW
LQ� -LDQJVX� 3URYLQFH�� ��� SHU� FHQW� LQ� =KHMLDQJ� 3URYLQFH� DQG� ��� SHU� FHQW� LQ� *XDQJGRQJ
3URYLQFH�KDG�EHHQ�WUDQVIRUPHG�LQWR�MRLQW�VWRFN�FR�RSHUDWLYHV��79(�<HDUERRN������������
$W� WKH� QDWLRQDO� OHYHO�� DERXW� ����� SHU� FHQW� RI� FROOHFWLYHO\� RZQHG� 79(V� KDG� FRQGXFWHG
YDULRXV� IRUPV� RI� RZQHUVKLS� UHVWUXFWXULQJ� E\� WKH� HQG� RI� ������ DQG� ����� SHU� FHQW� RI� WKH
UHVWUXFWXUHG�79(V�DGRSWHG�WKH�MRLQW�VWRFN�FR�RSHUDWLYH�IRUP���2I�VPDOO�62(V��DERXW����SHU
FHQW�LQ�6KDQGRQJ�����SHU�FHQW�LQ�-LDQJVX�����SHU�FHQW�LQ�-LOLQ�DQG����SHU�FHQW�LQ�+HQDQ�KDG
EHHQ� WUDQVIRUPHG� LQWR� MRLQW�VWRFN� FR�RSHUDWLYHV� �,QVWLWXWH� RI� (FRQRPLF� 6\VWHP� 5HIRUP�
������<RX�DQG�:DQJ����������$V�KDV�EHHQ�QRWHG�LQ�&KDSWHU���DQG�ZLOO�EH�IXUWKHU�GLVFXVVHG
LQ� &KDSWHUV� �� DQG� ��� WKH� UHVWUXFWXULQJ� KDV� JHQHUDOO\� EHHQ� EDVHG� RQ� ORFDO� JRYHUQPHQW
LQLWLDWLYHV�

����� 6W\OL]HG�IHDWXUHV�RI�MRLQW�VWRFN�FR�RSHUDWLYHV

-RLQW�VWRFN� FR�RSHUDWLYHV� DUH� QRW� XQLIRUP� DV�ZHOO�� (YHQ� LQ� &KLQD
V� RIILFLDO� VWDWLVWLFV�� WKH
YDULRXV�IRUPV�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�KDYH�QRW�\HW�EHHQ�FOHDUO\�EURXJKW�WRJHWKHU�LQ�D
VLQJOH�FDWHJRU\��6RPH�RI�WKHP�PD\�DSSHDU�LQ�WKH�FDWHJRU\�RI�
OLPLWHG�OLDELOLW\�FRPSDQLHV
�
VRPH� LQ� WKDW� RI� 
MRLQW�VWRFN� FRPSDQLHV
�� EXW� WKH�PDMRULW\� RI� WKHP�KDYH� UHPDLQHG� LQ� WKHLU
RULJLQDO� FDWHJRU\�� QDPHO\� 
62(V
� RU� 
FROOHFWLYH� 79(V
��+RZHYHU�� WKH� VW\OL]HG� IHDWXUHV� RI
MRLQW�VWRFN�FR�RSHUDWLYHV�FDQ�EH�VSHOOHG�RXW�DV�IROORZV�

�D��PDQDJHUV� DQG� HPSOR\HHV� RZQ� D� PDMRULW\� RI� WKH� WRWDO� VKDUH� RI� WKH� ILUP� DQG� VKDUH�
KROGLQJV�DPRQJ�WKHP�GLIIHU�RQ�WKH�EDVLV�RI�SDLG�VXEVFULSWLRQV�

�E��WKH� ILUP� LV� FORVHO\� KHOG�� LPSO\LQJ� WKDW� RZQHUVKLS� VKDUHV� DUH� W\SLFDOO\� QRW� IUHHO\
PDUNHWDEOH��DOWKRXJK�VXEVFULEHG�VKDUHV�FDQ�EH�WUDQVIHUUHG�ZLWKLQ�WKH�FRPPXQLW\�

�F�� WKH�ORFDO�JRYHUQPHQW�PD\�KROG�D�ODUJH�SDUW�RI�VKDUHV�LQ�WKH�QDPH�RI�FRPPXQLW\��FLW\�
FRXQW\��WRZQVKLS��DQG�YLOODJH��FLWL]HQV�

�G��LQ�DGGLWLRQ�WR�WKH�VKDUHV�KHOG�E\�WKH�LQVLGHUV�DQG�ORFDO�JRYHUQPHQW��WKHUH�XVXDOO\�H[LVW
VRPH��RU�HYHQ�ODUJH��VKDUHV�RI�RXWVLGH�HTXLW\�ZKLFK�FDUU\�RQH�YRWH�SHU�VKDUH�

�H��D� UHSUHVHQWDWLYH� IRUP� RI� JRYHUQDQFH� LV� XVXDOO\� HPSOR\HG� EDVHG� RQ� 
RQH�SHUVRQ�RQH�
YRWH
�RU�
RQH�VKDUH�RQH�YRWH
�RU�D�FRPELQDWLRQ�RI�ERWK�YRWLQJ�SULQFLSOHV��DQG

�I�� WKH�ILUP�LV�VPDOO�RU�PHGLXP�VL]HG�

7KHUH�DUH�W\SLFDOO\�GLIIHUHQW�W\SHV�RI�VKDUHV��2QH�RI�WKHP��IRU�H[DPSOH��PD\�EH�VLPLODU�WR�D
WUXVW�IXQG�IRU�HPSOR\HH�SHQVLRQV��WKH�IXQG�LV�RZQHG�E\�HPSOR\HHV�DV�D�ZKROH�DQG�EHQHILWV
IURP�WKH�IXQG�DUH�GLVWULEXWHG�PDLQO\�DFFRUGLQJ�WR�VHQLRULW\��6KDUHV�WKDW�FRQIHU�WKH�JUHDWHVW
RZQHUVKLS�ULJKWV�DUH�WKRVH�WKDW�KDYH�EHHQ�VXEVFULEHG�E\�HPSOR\HHV�DV� LQGLYLGXDOV��ZKLFK
ZH�FDOO�WKH�PRVW�DFWLYH�VKDUHV��+RZHYHU��EHFDXVH�RI�WKH�VPDOOQHVV�RI�WKH�ILUPV��WKHVH�PRVW

������������������������������������������������
��3HRSOH
V�'DLO\�����-XO\�������WDEOH�����
��7KHUH�LV�QR�RIILFLDO�VWDWLVWLFDO�GDWD�RQ�WKH�SDFH�RI�DGRSWLRQ�DQG�GLVWULEXWLRQ�RI�QHZ�RZQHUVKLS�IRUPV�DFURVV
UHJLRQV�DQG�\HDUV��)LJXUHV�JLYHQ�LQ�WKLV�SDUDJUDSK�DUH�EDVHG�RQ�VRPH�RIILFLDO� VXUYH\V�DQG�UHVHDUFK�UHSRUWV�
7KH�RZQHUVKLS� UHVWUXFWXULQJ�SURFHVV� LV� OHG� E\� WKH� FRDVWDO� SURYLQFHV� DQG�79(V� DUH� ODUJHO\� FRQFHQWUDWHG� LQ
WKHVH�SURYLQFHV�DV�ZHOO�



��

DFWLYH� VKDUHV� DUH� QRW� IUHHO\�PDUNHWDEOH��7KLV�PDNHV� WKHVH� LQGLYLGXDOO\� VXEVFULEHG� VKDUHV
PXFK�FORVHU�WR�D�YHQWXUH�FDSLWDO�LQYHVWPHQW�ZLWK�D�VLPSOH�SURILW�VKDULQJ�VFKHPH�WKDQ�WR�WKH
VKDUHV� RI�ZHVWHUQ� SXEOLF� FRPSDQLHV��7KH� SURILW� VKDULQJ� VFKHPH� LV� W\SLFDOO\� WKDW�� D� IL[HG
SURSRUWLRQ� RI� WRWDO� SURILWV� �DIWHU� WD[HV�� LV� HDUPDUNHG� DV� WKH� VKDUHKROGLQJ� IXQG� IRU� WKH
GLVWULEXWLRQ�RI�GLYLGHQGV�

7KH�ORFDO�JRYHUQPHQW�KDV�FRQWLQXHG�WR�EH�LQYROYHG�LQ� WKH�JRYHUQDQFH�RI� WKH�UHVWUXFWXUHG
HQWHUSULVHV� YLD� LWV� VWDWH� RU� FROOHFWLYH� DVVHWV� DGPLQLVWUDWLRQ� ERG\� DQG� ILQDQFLDO� EXUHDX
LQVWHDG� RI� WKH� RULJLQDO� LQGXVWULDO� EXUHDX[�� ,WV� UROH� LQ� JRYHUQDQFH� KDV� EHHQ� LQFUHDVLQJO\
WUDQVIRUPHG�IURP�VROH�RZQHU�DQG�VXSHUYLVRU�RI� WKH� ILUP� WR�RQH�PRUH� VLPLODU� WR� WKDW�RI�D
PDMRU�YHQWXUH�FDSLWDOLVW��$�W\SLFDO�YHQWXUH�FDSLWDOLVW�RIWHQ�VHUYHV�RQ�WKH�ERDUG�RI�GLUHFWRUV�
SURYLGHV� KHOS� LQ� UHFUXLWLQJ� DQG� FRPSHQVDWLQJ� NH\� LQGLYLGXDOV�� ZRUNV� ZLWK� VXSSOLHUV� DQG
FXVWRPHUV��JHWV�LQYROYHG�LQ�HVWDEOLVKLQJ�EXVLQHVV�VWUDWHJLHV��DQG�PRVW�LPSRUWDQWO\�SOD\V�D
PDMRU� UROH� LQ� UDLVLQJ�DGGLWLRQDO�FDSLWDO� �$GPDWL� DQG�3IOHLGHUHU��������'DVJXSWD�DQG�7DR�
�������$W�SUHVHQW��KRZHYHU��WKH�ORFDO�JRYHUQPHQW�VHHPV�WR�SOD\�D�VWURQJHU�UROH�WKDQ�D�SXUH
YHQWXUH�FDSLWDOLVW�HYHQ�LQ�VLWXDWLRQV�ZKHUH�WKH�RQO\�FDSLWDO�SURYLGHG�E\�WKH�JRYHUQPHQW�LV
WKH�ODQG��7KLV�UHDOLW\�PD\�EH�SDUWO\�DWWULEXWHG�WR�WKH�QHHG�E\�DOO�SDUWLHV�FRQFHUQHG�IRU�PRUH
WLPH� WR� OLYH� XS� WR� WKH� OHWWHU� DQG� VSLULW� RI� WKHLU� QHZO\� GHILQHG� UROHV�� %XW� PRUH� HYLGHQFH
VXJJHVWV� WKDW� WKLV� LQYROYHPHQW� LV� PXWXDOO\� EHQHILFLDO� GXULQJ� WKH� WUDQVLWLRQ� ZKHQ� ZHOO�
IXQFWLRQLQJ�PDUNHW�LQWHUPHGLDULHV�DQG�GLVSXWH�VHWWOLQJ�LQVWLWXWLRQV�DUH�VWLOO�LQ�WKHLU�LQIDQF\�
DQG�WKDW�LW�VHUYHV�WR�SURPRWH�D�VPRRWK�LQVWLWXWLRQDO�WUDQVLWLRQ�ZLWK�ORZHU�VRFLDO�FRVWV��:H
ZLOO�SUHVHQW�WKLV�HYLGHQFH�LQ�&KDSWHUV���DQG���

7KH�IDFW�WKDW�PDQDJHUV�DQG�HPSOR\HHV�KROG�D�PDMRULW\�RI�WKH�VKDUHV�PDNHV�WKH�MRLQW�VWRFN
FR�RSHUDWLYH� TXLWH� VLPLODU� WR� WKRVH� ILUPV� ZLWK� HPSOR\HH� RZQHUVKLS�� 7KH� SHUIRUPDQFH
FKDUDFWHULVWLFV� RI� HPSOR\HH�RZQHG� ILUPV� KDYH� EHHQ� KRWO\� GHEDWHG� DQG� DQ� HQRUPRXV
OLWHUDWXUH� KDV� GHYHORSHG���� 7KH�ZHVWHUQ� WKHRUHWLFDO� DQG� HPSLULFDO� OLWHUDWXUH� VXJJHVWV� WKDW
ZKLOH�HPSOR\HH�RZQHUVKLS�DUUDQJHPHQWV�PD\�EULQJ�ERWK�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�IRU
WKH�SHUIRUPDQFH�RI� WKH� ILUP��RQ�EDODQFH� LQ�PRVW�FLUFXPVWDQFH� WKH�GLVDGYDQWDJHV� VHHP� WR
RXWZHLJK� WKH� DGYDQWDJHV�� 7KH� UHFHQW� OLWHUDWXUH� GHDOLQJ� ZLWK� HPSOR\HH� RZQHUVKLS� LQ� WKH
IRUPHU� 6RYLHW� 8QLRQ� DQG� (DVWHUQ� (XURSH� VHHPV� WR� IXUWKHU� DOWHU� WKH� EDODQFH� WRZDUG� WKH
GLVDGYDQWDJHV��%ODQFKDUG�HW�DO���������(DUOH�DQG�(VWULQ���������+RZHYHU�� WKH�FRQFOXVLRQV
LQ�ERWK�ZHVWHUQ�DQG�WUDQVLWLRQ�OLWHUDWXUH�UHO\�RQ�WKH�LPSOLFLW�DVVXPSWLRQ�WKDW�WKH�HPSOR\HH�
RZQHG� ILUP�KDV� UHQWV� RU� RWKHU� VRXUFHV� RI� ILUP�VSHFLILF� VXUSOXVHV� LQ� RQH�ZD\� RU� DQRWKHU�
7KLV�DVVXPSWLRQ� LV�KDUGO\� DSSOLFDEOH� WR� WKH�FDVH�RI�&KLQD
V� MRLQW�VWRFN�FR�RSHUDWLYHV� WKDW
IDFH� KLJKO\� FRPSHWLWLYH� SURGXFW�PDUNHWV� DQG� DQ� LQFUHDVLQJO\� FRPSHWLWLYH� ODERXU�PDUNHW�
DQG�KDYH�OLWWOH�SROLWLFDO�SRZHU�WR�PDLQWDLQ�VRPH�NLQG�RI�ILUP�VSHFLILF�UHQWV�

%HFDXVH�RI�WKHVH�LPSRUWDQW�GLIIHUHQFHV��D�EHWWHU�XQGHUVWDQGLQJ�RI�KRZ�&KLQD
V� MRLQW�VWRFN
FR�RSHUDWLYHV� DFWXDOO\� ZRUN� ZLOO� EULQJ� QHZ� LQVLJKWV� LQWR� WKH� RQJRLQJ� GHEDWH� RYHU� WKH
DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�HPSOR\HH�RZQHUVKLS�� ,Q� WKH�UHVW�RI� WKLV�VHFWLRQ��ZH�ZLOO
H[DPLQH� WKH� JHQHUDO�PHFKDQLVPV� WKDW� IXQFWLRQ� LQ� WKH� MRLQW�VWRFN� FR�RSHUDWLYHV� LQ�&KLQD�
7KH� PHFKDQLVPV� DUH� JURXSHG� XQGHU� WKUHH� KHDGLQJV�� PHFKDQLVPV� ZKLFK� FKHFN� LQVLGHU
FRQWURO�� VWUXFWXUHV� WR� DYRLG� KLJK� FRVWV� RI� FROOHFWLYH� GHFLVLRQ�PDNLQJ�� DQG� ULVN
GLYHUVLILFDWLRQ�FKDQQHOV�DQG�WKH�IOH[LELOLW\�WR�HYROYH�

������������������������������������������������
���)RU�DQ�H[FHOOHQW�VXUYH\�RI�WKH�OLWHUDWXUH�RQ�HPSOR\HH�RZQHUVKLS��VHH�(DUOH�DQG�(VWULQ��������



��

����� 0HFKDQLVPV�ZKLFK�FRQVWUDLQ�DQG�OLPLW�LQVLGHU�FRQWURO

,Q�RUGHU�WR�KLJKOLJKW�WKH�UHVWUDLQW�PHFKDQLVPV�WR�LQVLGHU�FRQWURO�LQ�&KLQD
V�MRLQW�VWRFN�FR�
RSHUDWLYHV��ZH�SUHVHQW�D�VKDUS�FRPSDULVRQ�DPRQJ�62(V�ZLWK�DXWRQRP\�LQ� WKH� WUDQVLWLRQ�
ODUJH�SXEOLF�FRPSDQLHV�LQ�86$��DQG�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�&KLQD��7DEOH�������$V�ZH
QRWHG� LQ� WKH� SUHYLRXV� VHFWLRQ�� 62(V� XQGHU� WKH� FRQWUDFW� UHVSRQVLELOLW\� V\VWHP� REWDLQ
HIIHFWLYH� XVXV� IUXFWXV� ±� WKH� ULJKWV� WR� FRQWURO� VWDWH� DVVHWV� DQG� WR� HQMR\� WKH� LQFRPHV� VR
JHQHUDWHG�� EXW� GR� QRW� FDUU\� WKH� GRZQVLGH� ULVN� ERUQH� E\� VWDWH� DVVHWV�� ,Q� RUGHU� WR� UHVWUDLQ
RSSRUWXQLVWLF� EHKDYLRXU� DQG� VHOI�GHDOLQJ� RI� WKH� 62(� LQVLGHUV�� WKH� JRYHUQPHQW� DJHQFLHV
KDYH�UHDVRQV� WR� LQWHUYHQH� LQ�62(�RSHUDWLRQV�DQG�SDUW\�RUJDQL]DWLRQV�KDYH� WKH� UHDVRQV�DV
ZHOO�WR�FRQWURO�SHUVRQQHO��EXW�WKLV�LQ�WXUQ�EULQJV�KLJK�EXUHDXFUDWLF�DQG�SROLWLFDO�FRVWV��7KLV
GLOHPPD�UHVXOWV�LQ�WKH�LQHIILFLHQF\�RI�WKH�VWDWH�VHFWRU�DV�D�ZKROH�

,Q� $PHULFDQ� SXEOLFO\� KHOG� FRUSRUDWLRQV�� LQVLGHUV�� SDUWLFXODUO\� PDQDJHUV�� KDYH� HIIHFWLYH
ULJKWV� WR� FRQWURO� WKH� DVVHWV� RI� RXWVLGH� VKDUHKROGHUV�� %HFDXVH� RI� WKH� GLVSHUVLRQ� RI
VKDUHKROGLQJV� LQ� 86�� WKH� PDQDJHUV� RI� PDQ\� ODUJH� SXEOLF� FRPSDQLHV� KDYH� ORQJ� EHHQ
HVVHQWLDOO\� VHOI�DSSRLQWLQJ� DQG� VHOI�SROLFLQJ�� 7KH�PHFKDQLVPV�ZKLFK� IXQFWLRQ� LQ� NHHSLQJ
WKH� DFFRXQWDELOLW\� RI� WKH� PDQDJHUV� WR� WKHLU� FRPSDQ\
V� RZQHUV� DUH� PDLQO\� FRPSHWLWLYH
FDSLWDO��SURGXFW��DQG�PDQDJHULDO�ODERXU�PDUNHWV�DQG�ZHOO�HVWDEOLVKHG�OHJDO�DQG�LQVWLWXWLRQDO
FRQVWUDLQWV� DV� OLVWHG� LQ� 7DEOH� ����� $OWKRXJK� VKDUHKROGHUV� KDYH� D� FKDQFH� WR� YRWH� LQ� WKH
VKDUHKROGHUV� FRQIHUHQFH�� D� PRUH� HIIHFWLYH� DQG� OHVV� H[SHQVLYH� ZD\� IRU� WKHP� WR� H[HUFLVH
RZQHUVKLS�ULJKWV�LV�WR�VHOO�RU�NHHS�WKHLU�KROGLQJV��RU�EX\�QHZ�VKDUHV�LQ�WKH�PDUNHW�

&RPSDUHG�ZLWK�ERWK�62(V�RSHUDWLQJ�XQGHU�
WUDQVLWLRQDO
�FRQGLWLRQV�DQG�WKH�QRUPDO�WLPHV�LQ
ODUJH�$PHULFDQ�SXEOLF�FRUSRUDWLRQV��LQVLGHU�FRQWURO�LQ�&KLQD
V�MRLQW�VWRFN�FR�RSHUDWLYHV� LV
OHVV� SUREOHPDWLF�� +LJKO\� FRPSHWLWLYH� SURGXFW� PDUNHWV� DQG� KDUG� EXGJHW� FRQVWUDLQWV� KDYH
FRQVWDQWO\�SXW�WKH�
VXUYLYDO�XUJH
�EHIRUH�WKHP�DQG�IRUFHG�WKHP�WR�UHGXFH�YDULRXV�FRVWV�DQG
LPSURYH� WKHLU� HIILFLHQF\��%RWK� JURXSV�RI� LQVLGH� DQG� RXWVLGH� VKDUHKROGHUV� KDYH� KDG� ORQJ�
WHUP�FR�RSHUDWLYH�UHODWLRQV�DQG�JHRJUDSKLF�SUR[LPLW\��7KHLU�LQWHUHVWV�LQ�WKH�ILUP�KDYH�QRZ
EHFRPH�PHDVXUDEOH�DQG�FOHDUO\�GHILQHG��:KHQ�IDFLQJ�WRXJK�PDUNHW�FRPSHWLWLRQ��WKH�EHWWHU
VWUDWHJ\�IRU�WKHP�LV�WR�DFNQRZOHGJH��VDIHJXDUG�DQG�SURPRWH�WKHLU�FRPPRQ�LQWHUHVWV�DQG�WR
FKRRVH� FR�RSHUDWLRQ� UDWKHU� WKDQ� FRQIOLFW�� 7KH� ORFDO� JRYHUQPHQW� E\� DFWLQJ� DV� D� PDMRU
YHQWXUH� FDSLWDOLVW� PD\� EHFRPH� PRUH� KHOSIXO�� EHFDXVH� LW� DFWV� QRZ� LQ� D� OHVV� SUHGDWRU\
PDQQHU� ZKLOH� FRQWLQXLQJ� WR�PHGLDWH�PDUNHW� WUDQVDFWLRQV� DQG� WR� UHVROYH� GLVSXWHV� DPRQJ
SDUWLHV�LQYROYHG��SDUWLFXODUO\�EHWZHHQ�LQVLGHUV�DQG�RXWVLGHUV�

)RU� &KLQD
V� MRLQW�VWRFN� FR�RSHUDWLYHV�� WKH� PRVW� FKDOOHQJLQJ� LVVXH� LV� GHFLGLQJ� ZKR� ZLOO
PRQLWRU� WKH�PRQLWRUV� LQ� JHQHUDO� DQG� WKH� FRPPXQLW\� JRYHUQPHQW� LQ� SDUWLFXODU�� 7KH� ORFDO
JRYHUQPHQW�KDV�W\SLFDOO\�KHOG�D�ODUJH�VWDNH�LQ�PRVW�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WHUPV�RI
HLWKHU� ILQDQFLDO� FDSLWDO�� ODQG� RU� ERWK�� ,Q� WKH� RZQHUVKLS� UHVWUXFWXULQJ� SURFHVV�� WKH� ORFDO
JRYHUQPHQW� RIWHQ� SOD\V� WULSOH� UROHV� RI� 
FRDFK
�� 
UHIHUHH
�� DQG� 
DWKOHWH
�� ,Q� UDLVLQJ� HTXLW\
FDSLWDO�DQG�PHGLDWLQJ�FUHGLWV� WKH� UROH�RI� ORFDO�JRYHUQPHQW�VHHPV� LUUHSODFHDEOH� DW� OHDVW� LQ
WKH�QHDU� IXWXUH�� ,Q�PRVW�RI� WKH� WRZQVKLSV�DQG�YLOODJHV�ZLWK� MRLQW�VWRFN�FR�RSHUDWLYHV�� WKH
FRPPXQLW\� JRYHUQPHQW� KDV� DFWHG� DV� WKH� GH� IDFWR� UHSUHVHQWDWLYH� DJHQF\� RI� ORFDO
VKDUHKROGHUV� LQ� WKH� H[HUFLVH� RI� VKDUHKROGHUV
� UHVLGXDO� FRQWURO� ULJKWV� RYHU� WKH� ORFDO� MRLQW�
VWRFN� FR�RSHUDWLYHV�� 7RJHWKHU� WKHVH� SDWWHUQV� LQGLFDWH� WKDW� WKH� SURSHU� EHKDYLRXU� RI� ORFDO
JRYHUQPHQWV�KDV�EHHQ� DQG�ZLOO� FRQWLQXH� WR�EH� FUXFLDO� IRU� WKH� VXFFHVV� RI� WKH� ORFDO� ILUPV�
$OWKRXJK� LQWHU�MXULVGLFWLRQDO� DQG� PDUNHW� FRPSHWLWLRQ� FDQ� IXQFWLRQ� DV� DQ� DOWHUQDWLYH
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JRYHUQDQFH�PHFKDQLVP�WR�GLVFLSOLQH�ORFDO�RIILFLDOV�WKURXJK�SXWWLQJ�SUHVVXUH�RQ�DQG�SODFLQJ
VXUYLYDO� XUJH� EHIRUH� WKH� FRPPXQLW\�� LW� FDQQRW� UHSODFH� WKH� LQWHUQDO� JRYHUQDQFH� VWUXFWXUH
ZLWKLQ�WKH�FRPPXQLW\��,Q�RUGHU�WR�GLUHFWO\�SURPRWH�WKH�PRVW�FRPSHWHQW�SHUVRQV�WR�WKH�NH\
SRVLWLRQV� DQG� WR� SUHYHQW� VRPH� RIILFLDOV� IURP� RSSRUWXQLVP� DQG� FRUUXSWLRQ�� SROLWLFDO
GHPRFUDWL]DWLRQ�ZLWKLQ� WKH� FRPPXQLW\�EHFRPHV� HTXDOO\�� LI� QRW�PRUH�� LPSRUWDQW� WKDQ� WKH
HTXLW\�GHPRFUDWL]DWLRQ�SURPRWHG�E\�MRLQW�VWRFN�FR�RSHUDWLYHV�

����� 6WUXFWXUHV�WR�DYRLG�KLJK�FRVWV�RI�FROOHFWLYH�GHFLVLRQ�PDNLQJ

,Q� FRPSDULVRQ� ZLWK� WKH� VWDWH� RZQHUVKLS� RI� 62(V� DQG� FRPPXQLW\� RZQHUVKLS� RI� 79(V
EHIRUH� WKH� FXUUHQW� UHVWUXFWXULQJ� ZDYH�� WKH� RZQHUVKLS� IRUP� RI� MRLQW�VWRFN� FR�RSHUDWLYHV
UHGXFHV� WKH� FRVWV� RI� ERWK� PRQLWRULQJ� DQG� FROOHFWLYH� GHFLVLRQ�PDNLQJ�� ,QYHVWLQJ� SDUW� RI
SHUVRQDO�VDYLQJV�LQ�WKH�ILUP�DQG�LQ�H[FKDQJH�IRU�JHWWLQJ�VRPH�FRQWURO�ULJKWV�ZLOO�FHUWDLQO\
LQFUHDVH�HPSOR\HH�FRPPLWPHQW�WR�WKH�ILUP��7KLV�PD\�HQFRXUDJH�VHOI�PRQLWRULQJ�DQG�SHHU�
JURXS�PRQLWRULQJ��6LQFH�HPSOR\HHV�QRZ�KDYH�D�PHDVXUDEOH�DQG�ODUJHU�SHUVRQDO�VWDNH�LQ�WKH
IRUWXQHV� RI� WKH� ILUP� IURP� ZKLFK� PRVW� RI� WKHLU� LQFRPH� FRPHV�� WKH\� FDQ� EH� PRUH� HDVLO\
DVVHPEOHG�IRU�FRQVROLGDWHG�FROOHFWLYH�DFWLRQV�ZKHQ�IDFLQJ�PDUNHW�FRPSHWLWLRQ��(PSOR\HHV
DOUHDG\�NQRZ�D�JUHDW�GHDO�DERXW�WKH�ILUP�VLPSO\�DV�D�E\�SURGXFW�RI�WKHLU�HPSOR\PHQW�DQG
PRUHRYHU� WKH\� QRZ� KDYH� D� VWURQJHU� LQFHQWLYH� WR� DFTXLUH� LQIRUPDWLRQ� DERXW� WKH
HIIHFWLYHQHVV� RI� PDQDJHPHQW�� 7KH� LPSURYHG� IORZ� RI� LQIRUPDWLRQ� DQG� FRPPXQLFDWLRQ
EHWZHHQ�ZRUNHUV� DQG�PDQJHUV�PD\� DYRLG� QHHGOHVV� FRQIOLFW�� 7KH\� FDQ� DSSRLQW� DQG� KROG
DFFRXQWDEOH�UHSUHVHQWDWLYHV�ZKR�LQ�WXUQ�DFW�WR�PRQLWRU�PDQDJHPHQW�DFFRXQWDELOLW\�IRU�WKH
IRUWXQHV�RI�WKH�ILUP��7KLV�ZLOO�UHGXFH�WKH�FRVWV�RI�PDQDJHULDO�RSSRUWXQLVP��7KH�UHGXFWLRQ
RI�JRYHUQPHQW�LQWHUYHQWLRQ�ZLOO�HQDEOH�WKH�ILUP�WR�IRFXV�RQ�LWV�EXVLQHVV�FULWHULD��ZKLFK�ZLOO
FRQWULEXWH�WR�WKH�UHGXFWLRQ�RI�WKH�FRVWV�LQGXFHG�E\�FRQIOLFWHG�FULWHULD�

+RZHYHU�� EHFDXVH�ZRUNHUV� DFW� DV� ERWK� HTXLW\� RZQHUV� DQG� HPSOR\HHV� LQ� H[HUFLVLQJ� WKHLU
FRQWURO� ULJKWV� RYHU� WKH� MRLQW�VWRFN� FR�RSHUDWLYHV�� WKH� LQWHUHVW� GLIIHUHQFHV� LQGXFHG� E\� WKH
GXDO� UROH�PD\� EULQJ� KLJK� FRVWV� RI� FROOHFWLYH� GHFLVLRQ�PDNLQJ� LI� GHVLUHG�PHFKDQLVPV� IRU
UHVROYLQJ� LQWHUHVW� FRQIOLFWV� DUH� QRW� SXW� LQ� SODFH�� *HQHUDOO\� VSHDNLQJ�� HPSOR\HHV� PD\
GLVDJUHH� DERXW� WKHLU� UHODWLYH� ZDJHV�� 7KH\� PD\� KDYH� TXLWH� GLIIHUHQW� RSLQLRQ� DERXW� WKH
GLVWULEXWLRQ� RI� ILUP
V� HDUQLQJ� EHWZHHQ� FDSLWDO� DQG� ODERXU� EHFDXVH� WKH\� PD\� GLIIHU
VXEVWDQWLDOO\�LQ�WKH�DPRXQW�RI�HTXLW\�FDSLWDO�WKH\�KDYH�LQYHVWHG�LQ�WKH�ILUP��7KH\�PD\�IDLO
WR� UHDFK�DJUHHPHQW�RQ� WKH� ILUP
V� LQYHVWPHQW�GHFLVLRQV�GXH� WR� WKHLU�GLIIHUHQW� VWDNHV� LQ� WKH
LQYHVWPHQW�SURMHFWV��7KHUH�PD\� EH� GLIIHUHQW� DWWLWXGHV� WRZDUG� WHFKQLFDO� XSGDWLQJ� EHWZHHQ
XQVNLOOHG�� VNLOOHG�� DQG�ZKLWH�FROODU�ZRUNHUV�� DQG� EHWZHHQ� \RXQJHU� DQG� ROGHU�ZRUNHUV�� ,Q
RUGHU�WR�DYRLG�VRPH�RI�WKHVH�FRQIOLFWV�DSSHDULQJ�LQ�WKH�GHFLVLRQ�PDNLQJ�SURFHVVHV�DQG�OLPLW
RWKHU�FRVWV�WR�D�WROHUDEOH�OHYHO��VRPH�LQVWLWXWLRQDO�DQG�VRFLDO�PHFKDQLVPV�QHHG�WR�EH�SXW�LQ
SODFH�

7KH� LQVWLWXWLRQDO� DQG� VRFLDO� PHFKDQLVPV� ZKLFK� IDFLOLWDWH� DYRLGDQFH� RU� OLPLWDWLRQ� RI� WKH
FRVWV� RI� LQWHUHVW� FRQIOLFWV� WKDW� DUH� HPHUJLQJ� LQ� &KLQD
V� MRLQW�VWRFN� FR�RSHUDWLYHV� LQFOXGH
UHSUHVHQWDWLYH� IRUP� RI� JRYHUQDQFH�� IRUPDO� FKDUWHU� OLPLWDWLRQV� RQ� YRWLQJ� SURFHGXUHV� DQG
YRWLQJ� RXWFRPHV�� UHYLHZ� E\� RXWVLGH� DJHQFLHV�� DQG� WKH� VKDUHG� QRUPV� DQG� VXUYLYDO� XUJH
LPSRVHG�E\�FRPSHWLWLRQ�

7KH�UHSUHVHQWDWLYH�IRUP�RI�JRYHUQDQFH�LV�DQDORJRXV�WR�WKDW�HPSOR\HG�LQ�ODUJH�FRUSRUDWLRQV
ZLWK�GLVSHUVHG�VKDUHKROGLQJV�DQG�DOVR�LQ�ODUJH�FR�RSHUDWLYHV�VXFK�DV�0RQGUDJRQ�LQ�6SDLQ
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�+DQVPDQQ�� ������ ��������� 8QGHU� WKLV� IRUP� ERWK� LQVLGH� DQG� RXWVLGH� RZQHUV� HOHFW
UHSUHVHQWDWLYHV� WR� D�ERDUG� RI� GLUHFWRUV��7KH� ERDUG�� LQ� WXUQ�� LV� UHVSRQVLEOH� IRU� DSSRLQWLQJ�
RYHUVHHLQJ� DQG� GLVPLVVLQJ� WKH� ILUP
V� PDQDJHUV�� 7KH� GLUHFW� HPSOR\HH� SDUWLFLSDWLRQ� LQ
JRYHUQDQFH� LV� ODUJHO\� FRQILQHG� WR� DQQXDO�PHHWLQJV� DQG� WR�PDMRU� 
FRQVWLWXWLRQDO
� FKDQJHV
VXFK�DV�PHUJHUV�RU�VSOLWV�RI�WKH�ILUP��FKDQJLQJ�WKH�ILUP
V�VWDWXWHV��H�J��WR�D�OLPLWHG�OLDELOLW\
FRPSDQ\��� LVVXDQFH� RI� ERQGV�� DQG� LQFUHDVLQJ� RU� GHFUHDVLQJ� WKH� QXPEHU� RI� VKDUHV�� 7KH
PHPEHUV�LQ�WKH�ERDUG�RI�GLUHFWRUV�DQG�WKH�PDQDJHUV�VHUYH�IRU�D�PLQLPXP�RI�WKUHH�WR�ILYH
\HDUV��7KH�PHPEHUV�LQ�WKH�ERDUG�RI�GLUHFWRUV�FDQQRW�EH�UHPRYHG�GXULQJ�WKHLU�WHUP�H[FHSW
IRU�FDXVH��7KLV�DUUDQJHPHQW�ZRXOG�VHUYH�WR�VHFXUH�SURIHVVLRQDO�PDQDJHPHQW�DQG�WR�DYRLG
LQHIILFLHQWO\�ELDVHG�GHFLVLRQV�DQG�KLJK�FRVWV�LQGXFHG�E\�D�KLJKO\�SDUWLFLSDWRU\�JRYHUQDQFH
IRUP�

)RUPDO�FKDUWHU�OLPLWDWLRQV�RQ�YRWLQJ�SURFHGXUHV�DQG�YRWLQJ�RXWFRPHV�PHDQV�WKDW�WKHUH�DUH
IRUPDOL]HG�OLPLWDWLRQV�RQ�WKH�VXEVWDQWLYH�GHFLVLRQV�WKDW�PD\�EH�YXOQHUDEOH�WR�WKH�FRQIOLFWV
RI�KHWHURJHQHRXV�LQWHUHVWV��)RU�H[DPSOH��WKH�GLVWULEXWLRQ�RI�SURILWV�LV�ODUJHO\�GHILQHG�E\�WKH
ILUP
V�FKDUWHU�WKDW�LV�EDVHG�RQ�JRYHUQPHQW�UHJXODWLRQV��$FFRUGLQJ�WR�WKH�UHJXODWLRQV�LVVXHG
E\� WKH�0LQLVWU\� RI�$JULFXOWXUH� RQ� ��� -DQXDU\� ����� �DUWLFOH� ����� WKH� UXUDO� MRLQW�VWRFN� FR�
RSHUDWLYHV�VKRXOG�UHWDLQ����SHU�FHQW�RI� WKHLU�SURILWV�DIWHU� WD[HV� IRU� LQYHVWPHQW�DQG�FDSLWDO
DFFXPXODWLRQ�� 7KH� UHPDLQLQJ� ��� SHU� FHQW� FDQ� EH� XVHG� IRU� GLYLGHQGV�� ERQXVHV�� DQG
HPSOR\HH�ZHOIDUH�IXQGV��DQG�WKH�GLVWULEXWLRQ�RI�GLYLGHQGV�LV�VXJJHVWHG�WR�EH�QR�PRUH�WKDQ
��� SHU� FHQW� RI� WKH� WRWDO� SURILWV� DIWHU� WD[HV���� 5HODWLYH� ZDJHV� DUH� ODUJHO\� GHWHUPLQHG� E\
SLHFH�UDWH�� FRQWUDFWLQJ��IRU�PDQDJHUV��DQG�VXE�FRQWUDFWLQJ��IRU� WHDPV� LQ�ZRUNVKRSV���7KH
ZDJH�OHYHO�LV�VXEMHFW�WR�WKH�ILUP
V�SHUIRUPDQFH�LQ�WKH�SUHYLRXV�\HDU�DQG�ORFDO�JRYHUQPHQW
DSSURYDO�� DQG� LV� IOH[LEOH� LQ�RUGHU� WR� DFFRPPRGDWH� WKH�QHHGV�RI�PDUNHW� FRPSHWLWLRQ��7KH
VWURQJ�GHOHJDWLRQ�RI�GHFLVLRQ�PDNLQJ�SRZHU�WR�PDQDJHPHQW�DQG�WKH�FKDUWHU�DWWHQXDWLRQ�RI
HPSOR\HH
V� ULJKWV� WR� HDUQLQJV� DQG� FRQWURO� KDYH� DSSHDUHG� WR� HIIHFWLYHO\�PXWH� WKH� SOD\� RI
SROLWLFDO�IRUFHV�DPRQJ�WKH�ILUP
V�HPSOR\HHV��SUH�HPSWLQJ�RSSRUWXQLWLHV�IRU�FRVWO\�FRQIOLFWV�
,Q� IDFW�� FULWLFLVPV� LQ� &KLQD� KDYH� IRFXVHG� RQ� WKH� ZHDN� UROH� RI� HPSOR\HHV� LQ� FRQWUROOLQJ
PDQDJHPHQW��:KLOH�DJUHHLQJ�WKDW�HPSOR\HHV�VKRXOG�SOD\�D�PRUH�DFWLYH�UROH�LQ�WKH�H[HUFLVH
RI�WKH�HTXLW\�GHPRFUDF\��RXU�DQDO\VLV�VXJJHVWV�WKDW�LW�LV�EHWWHU�WR�OHW�HPSOR\HHV�SOD\�PRUH
SROLWLFV�LQ�WKH�SURFHVV�RI�FRPPXQLW\�GHPRFUDWL]DWLRQ�UDWKHU�WKDQ�LQ�WKH�ILUP�

$W� SUHVHQW� WKH� RXWVLGH� UHYLHZ� IXQFWLRQ� LV� VWLOO� SHUIRUPHG� E\� WKH� DJHQFLHV� RI� ORFDO
JRYHUQPHQW�� PDLQO\�� VWDWH� DVVHW� DGPLQLVWUDWLRQ� ERGLHV�� ILQDQFLDO� EXUHDX[�� DQG� WKH� ORFDO
EUDQFKHV� RI� VWDWH� EDQNV� DW� FRXQW\� OHYHO� DQG� DERYH�� DQG� FRPPXQLW\� JRYHUQPHQW� LWVHOI� DW
WRZQVKLS� DQG� YLOODJH� OHYHOV�� $OWKRXJK� WKHUH� FRQWLQXH� WR� EH� FHUWDLQ� EXUHDXFUDWLF� DQG
SROLWLFDO�FRVWV�� WKHLU� UHYLHZ�DQG�RYHUVLJKW�VHHP�WR�EULQJ�PRUH�EHQHILWV� DQG� OHVV�FRVW� WKDQ
EHIRUH�� ,Q� DGGLWLRQ� WR� WKH� UROHV� RI� YHQWXUH� FDSLWDOLVWV��PDUNHW� LQWHUPHGLDULHV�� DQG� GLVSXWH
DUELWUDWRUV� DQDO\VHG� DERYH�� DQRWKHU� UROH� WKH\� SOD\� LV� TXLWH� VLPLODU� WR� WKDW� RI� WKH� 
VRFLDO
FRXQFLO
� LQ� WKH�ZHOO�NQRZQ�0RQGUDJRQ�DUHD� LQ�6SDLQ��7KH�PHPEHUV�RI� WKH�VRFLDO�FRXQFLO
DUH�HOHFWHG�E\�ORFDO�FRQVWLWXHQFLHV�DQG�WKH�FRXQFLO�VHUYHV�DV�D�PDMRU�YHQXH�IRU�GLVFXVVLRQ
DQG�QHJRWLDWLRQ�ZKLFK�VPRRWK�WKH�UHODWLRQV�EHWZHHQ�HPSOR\HHV�DQG�PDQDJHPHQW�

������������������������������������������������
���,Q�$XJXVW�������7KLV�VDPH�QRUP�IRU�SURILW�GLVWULEXWLRQ�ZDV�DGRSWHG�IRU�XUEDQ�MRLQW�VWRFN�FR�RSHUDWLYHV�E\
WKH� 6WDWH� &RPPLVVLRQ� IRU� 5HVWUXFWXULQJ� WKH� (FRQRPLF� 6\VWHP�� ZKLFK� LVVXHG� WKH� 
JXLGLQJ� VXJJHVWLRQV

�=KLGDR�\LMLDQ��IRU�XUEDQ�MRLQW�VWRFN�FR�RSHUDWLYHV��(FRQRPLF�'DLO\����$XJXVW�������



��

7KH�HIIHFWLYHQHVV�RI�DERYH�OLVWHG�PHFKDQLVPV�LV�VXEMHFW�WR�D�KDUG�EXGJHW�FRQVWUDLQW�DQG�WKH
H[WHQW�RI�PDUNHW�DQG�LQWHU�MXULVGLFWLRQDO�FRPSHWLWLRQ��:LWKRXW�FRPSHWLWLYH�SUHVVXUH�DQG�D
KDUG�EXGJHW�FRQVWUDLQW��WKH\�PD\�QRW�IXQFWLRQ�LQ�D�SRVLWLYH�ZD\��&RPSHWLWLRQ�DQG�WKH�KDUG
EXGJHW�FRQVWUDLQW�PDNH�SURILWV�VHQVLWLYH� WR� WKH�SHUIRUPDQFH�RI� WKH� ILUP�DQG�SXW� WKH�VDPH
VXUYLYDO�XUJH�EHIRUH�DOO�RI�WKH�LQVLGH�DQG�RXWVLGH�RZQHUV�DQG�PDQDJHUV��$V�D�FRQVHTXHQFH�
SURILWDELOLW\�DQG�WKH�VXUYLYDO�XUJH�PD\�EHFRPH�WKH�VKDUHG�QRUPV�DPRQJ�VWDNHKROGHUV��7KLV
FRPSHWLWLRQ� DOVR� GLVFLSOLQHV� ORFDO� JRYHUQPHQW� DJHQFLHV� WR� SURPRWH� DQG� VHFXUH� EHWWHU
RZQHUVKLS�DUUDQJHPHQWV�DQG�WR�IXQFWLRQ�DV�D�
KHOSLQJ�KDQG
�UDWKHU�WKDQ�D�
JUDEELQJ�KDQG
�

����� 5LVN�GLYHUVLILFDWLRQ�FKDQQHOV�DQG�WKH�IOH[LELOLW\�WR�HYROYH

$SDUW� IURP� WKH� FRVWV� RI� FROOHFWLYH� GHFLVLRQ�PDNLQJ�� WKHRUHWLFDO� ZRUULHV� RYHU� HPSOR\HH�
RZQHUVKLS�LQFOXGH�DOVR�WKH�FRQFHQWUDWLRQ�RI�ULVNV�DQG�GLIILFXOW\�RI�UDLVLQJ�FDSLWDO��7KH�ULVN
FRQFHQWUDWLRQ�DUJXPHQW�LQGLFDWHV�WKDW�ZKHQ�HPSOR\HHV�LQYHVW�D�VLJQLILFDQW�SRUWLRQ�RI�WKHLU
ZHDOWK�LQ�WKH�ILUP�WKDW�HPSOR\V�WKHP��WKH\�ZLOO�EHDU�PXFK�PRUH�ULVN�WKDQ�WKDW�ERUQ�E\�SXUH
HPSOR\HHV��7KH\�QRW�RQO\�UHGXFH�WKH�GLYHUVLILFDWLRQ�RI�WKHLU�LQYHVWPHQW�SRUWIROLR��EXW�DOVR
UHGXFH� WKH� GLYHUVLILFDWLRQ� EHWZHHQ� WKHLU� ILQDQFLDO� SRUWIROLR� DQG� WKHLU� KXPDQ� FDSLWDO�� WKH
VRXUFH�RI�HDUQLQJ�LQFRPH��,I�WKH�ILUP�IDLOV�LQ�EXVLQHVV��WKH\�ZLOO�ORVH�QRW�RQO\�WKHLU�MREV�EXW
WKHLU� VDYLQJV� DV� ZHOO� �+DQVPDQQ�� ������ ���� 3XWWHUPDQ�� ������� 7KH� DUJXPHQW� DERXW� WKH
GLIILFXOW\� RI� UDLVLQJ� FDSLWDO� LQGLFDWHV� WKDW� EHFDXVH� RI� WKH� DV\PPHWULF� LQIRUPDWLRQ� DQG
LQWHUHVW� GLIIHUHQFHV� EHWZHHQ� HPSOR\HH�RZQHUV� DQG� RXWVLGH� LQYHVWRUV�� SUHGRPLQDQWO\
HPSOR\HH�RZQHG�ILUPV�PD\�EH�OHVV�DWWUDFWLYH�WR� WKH�RXWVLGH�LQYHVWRUV�� UHVXOWLQJ� LQ�XQGHU�
FDSLWDOL]DWLRQ��(DUOH�DQG�(VWULQ��������������

+RZHYHU��DV�SRLQWHG�RXW�E\�(DUOH�DQG�(VWULQ� ������������ WKH� ULVN�FRQFHQWUDWLRQ�DUJXPHQW
LJQRUHV� WKH�SRLQW� WKDW�KXPDQ�FDSLWDO�ULVN�PD\�EH� UHGXFHG�GXH�WR�UHGXFWLRQ�LQ� WKH� ULVNV�RI
OD\RII�DQG�LQ�ORVV�RI�ILUP�VSHFLILF�LQYHVWPHQW�RU�UHQWV��RQFH�LW�EHFRPHV�FOHDU�WKDW�LQYHVWLQJ
SHUVRQDO�VDYLQJV�LQ�WKH�ILUP�DOVR�EULQJV�HPSOR\HHV�VRPH�FRQWURO�ULJKWV��7KLV�SRLQW�LV�PXFK
PRUH� UHOHYDQW� IRU� 62(V� LQ� WUDQVLWLRQ� HFRQRPLHV� ZKHUH� FDSLWDO� PDUNHWV� DUH� VHYHUHO\
XQGHUGHYHORSHG�� WKH� KLJKHVW� ULVN� IRU� HPSOR\HHV� LV� OD\RII�� DQG� IRU� VRFLHW\� ODUJH�VFDOH
OD\RIIV��,Q�DGGLWLRQ��LI�RXWVLGH�IXQGV�DUH�UDUHO\�DYDLODEOH��HPSOR\HH�RZQHUVKLS�PD\�KHOS�WR
IRUP�D�PRGHVW�SRRO�RI�VDYLQJV�IRU�WKH�ILUP
V�VXUYLYDO�DQG�FDSLWDOL]DWLRQ�

)RU� MRLQW�VWRFN� FR�RSHUDWLYHV� LQ� WKH� 79(� VHFWRU�� WKHUH� LV� D� PHFKDQLVP� IRU� ULVN
GLYHUVLILFDWLRQ� ZKLFK� KDV� H[LVWHG� VLQFH� WKH� WLPH� RI� WKH� 79(� WDNHRII�� )URP� WKH� YHU\
EHJLQQLQJ�� WKH� WRZQVKLS� DQG� YLOODJH� FRPPXQLWLHV� ZHUH� GLYHUVLILHG� SURGXFHUV�� 7KH\
HQJDJHG� LQ� PDQXIDFWXULQJ�� DJULFXOWXUH�� FRPPHUFH�� FRQVWUXFWLRQ�� DQG� WUDQVSRUWDWLRQ
DFWLYLWLHV��ZKHWKHU� LQWHQWLRQDOO\�RU�QRW�GLYHUVLI\LQJ�ULVN� �6XQ�����������6RPH�RI� WKH� MRLQW�
VWRFN� FR�RSHUDWLYHV� DUH� GLUHFWO\� EDVHG� RQ� WKH� FRPPXQLW\� FRQJORPHUDWH�� PHDQLQJ� WKDW
KRXVHKROGV�DQG�HPSOR\HHV�KROG�WKH�VKDUHV�RI�WKH�FRPPXQLW\�FRQJORPHUDWH�UDWKHU�WKDQ�LQ�D
VLQJOH�ILUP��)RU�ILUP�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYHV��ORFDO�HPSOR\HHV�DQG�WKHLU�KRXVHKROGV
W\SLFDOO\� KROG� VKDUHV� LQ� RWKHU� FRPPXQLW\� ILUPV� DV�ZHOO� DQG� LQ� DGGLWLRQ� WKH\� FRQWLQXH� WR
SRVVHVV�FRQWUDFWLQJ�ULJKWV�WR�XVH�IDUP�ODQG��7DEOH������

������������������������������������������������
���$W�WKH�HQG�RI�������&KLQD�KDG�DERXW��������WRZQVKLSV�DQG���������YLOODJHV��2Q�DYHUDJH��HDFK�WRZQVKLS
�ZLWK�D�SRSXODWLRQ�RI� DERXW� �������� SRVVHVVHG������ WRZQVKLS�UXQ� QRQ�DJULFXOWXUDO� � ILUPV�� DQG� HDFK� YLOODJH
�ZLWK�D�SRSXODWLRQ�RI�DERXW��������KDG������YLOODJH�UXQ�QRQ�DJULFXOWXUDO�HQWHUSULVHV�
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$V�ZH�ZLOO�VHH�LQ�&KDSWHUV���DQG����WKH�HVWDEOLVKPHQW�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�ERWK
UXUDO�DQG�XUEDQ�&KLQD�KDV�JUHDWO\�VWUHQJWKHQHG�FDSLWDOL]DWLRQ�RI� WKH� ILUPV� UDWKHU� WKDQ� WKH
RSSRVLWH�� )RU� VPDOO� DQG� PHGLXP�VL]HG� ILUPV�� HYHQ� LQ� DQ� HFRQRP\� ZLWK� ZHOO�GHYHORSHG
FDSLWDO�PDUNHWV�� WKH�SRVVLELOLW\�RI� UDLVLQJ�HTXLW\�FDSLWDO� IURP�PDUNHWV� LV�XVXDOO\�YHU\� ORZ
DQG� WKH� FRVW� LV� RIWHQ� XQEHDUDEO\� KLJK�� )RU� WKHP�� D� IHDVLEOH� DQG� HIILFLHQW�ZD\� RI� UDLVLQJ
HTXLW\� FDSLWDO� LV� WR� LVVXH� VKDUHV� WR� WKH� HPSOR\HHV� RI� WKH� ILUP�� FRPPXQLW\�PHPEHUV� DQG
WKHLU� UHODWLYHV� DQG� WR� DWWUDFW� YHQWXUH� FDSLWDO� WKURXJK� WKH� DVVLVWDQFH� RI� FRPPXQLW\
JRYHUQPHQWV�

&RPSDUHG�ZLWK�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�79(�VHFWRU��WKRVH�HPHUJLQJ�IURP�WKH�62(
DQG�SULYDWH�VHFWRUV�PD\�KDYH�GLVDGYDQWDJHV�LQ�WHUPV�RI�ULVN�GLYHUVLILFDWLRQ��7R�WKH�H[WHQW
WKDW� WKHVH�GLVDGYDQWDJHV�EHFRPH�D�VHULRXV�REVWDFOH� IRU� WKH� ILUP
V�GHYHORSPHQW�� WKH\�PD\
PRUH�XUJHQWO\�QHHG�WR�WUDQVIRUP�WKHLU�RZQHUVKLS�VWUXFWXUH�WR�WKH�OLPLWHG�OLDELOLW\�IRUP�ZLWK
PDQDJHPHQW�RZQHUVKLS�RU�RXWVLGH�LQYHVWRU�RZQHUVKLS��7KH�IOH[LELOLW\�RI�WKH�MRLQW�VWRFN�FR�
RSHUDWLYH� RZQHUVKLS� IRUP�PD\� IDFLOLWDWH� WKLV� W\SH� RI� WUDQVIRUPDWLRQ�ZHOO�� DV� KDV� DOUHDG\
FRQILUPHG�E\�WKH�H[SHULHQFHV�LQ�:HQ]KRX��ZKLFK�ZLOO�EH�SUHVHQWHG�LQ�&KDSWHU���

7KH�DERYH�DQDO\VLV�VHHPV�WR�VXJJHVW�WKDW�IRU�QXPHURXV�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV
LQ�WKH�79(�VHFWRU�DW�OHDVW��WKHUH�LV�QR�H[�DQWH�UHDVRQ�WR�DVVXPH�WKDW�WKH�RZQHUVKLS�IRUP�RI
MRLQW�VWRFN� FR�RSHUDWLYH� ZLOO� EH� D� WUDQVLWRU\� DUUDQJHPHQW�� 6RPH� PD\� JURZ� LQWR� OLPLWHG
OLDELOLW\�DQG�RSHQO\�KHOG�FRPSDQLHV��DQG�VRPH�PD\�EH�FORVHG�GRZQ�GXH�WR�EXVLQHVV�IDLOXUH�
+RZHYHU�� PDQ\� RI� WKHP� ZLOO� FRQWLQXH� WR� HQMR\� WKH� DGYDQWDJHV� RI� WKLV� RZQHUVKLS
DUUDQJHPHQW�DQG�PDQ\�QHZ�ILUPV�ZLOO� DGRSW� WKLV�RZQHUVKLS�DUUDQJHPHQW�GXH� WR� LWV� FRVW�
EHQHILW�DGYDQWDJHV�

,W� VKRXOG� EH� KLJKOLJKWHG� WKDW� WKH� PL[HG� UROH� RI� WKH� FRPPXQLW\� JRYHUQPHQW� FRXOG� EH
WUDQVLWRU\��,Q�WKH�QHDU�IXWXUH��WKH�UROH�RI�YHQWXUH�FDSLWDOLVW�FRXOG�EH�VHSDUDWHG�IURP�WKH�UROH
RI� DGPLQLVWUDWLRQ� DQG� UHJXODWRU�� ,Q� WKH� ORQJ� UXQ�� WKH� UROH� RI� YHQWXUH� FDSLWDOLVW� FRXOG� EH
WUDQVIHUUHG� WR� UHDO� ILQDQFLDO� LQVWLWXWLRQV� RU� LQWHUPHGLDULHV� RQFH� WKH\� EHFRPH� IXQFWLRQLQJ
DQG�PDWXUH�
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TABLE 2.1  COMPARATIVE MODELS OF INSIDERS’ CONTROL: UNDERSTANDING THE FEATURES OF JOINT-STOCK CO-OPERATIVES

Insiders control whose
assets

Model identification and performance Restraint mechanisms

State assets
SOEs in the transition
Privatize profits and socialize losses Government inspection and intervention

Assets of outside
shareholders

Large corporations in USA
Competitively strong

a). Competitive markets of capital, products, and managerial labour
 �  performance comparison and managerial reputation
 �  threats of take-over, bankruptcy, and exit
b). Shareholders’ votes (by hands or by feet)
c). Legal and institutional constraints
       rigorous accounting standards
       extensive mandated disclosure
       prohibitions on insider dealing
       procedural rules facilitating shareholder litigation
       a well-developed financial press

Insiders’ assets plus
outsiders (insiders
hold a majority of the
total shares)

Joint-stock co-operatives in the SME
sector in China competitively strong

a).  Competitive product markets: Continue or exit
b).  Hard budget constraint: Threats of liquidation, bankruptcy, and exit
c).  Shareholders vote by hands (both inside and outside shareholders)
d).  Benefits from smallness: Information problems are largely internalized
e).  The local government acts as a major venture capitalist
f).   Revaluation of shares based on book value, profitability, and collective discussion
g).  Portfolio risks are diversified by share-holdings in other community firms

        Source: author’s compilation.
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7KH�&KLQHVH�HFRQRPLF�UHIRUP�HIIRUW�KDV�EHHQ�OHDVW�VXFFHVVIXO�LQ�WKH�VWDWH�VHFWRU��HVSHFLDOO\
LQ� ODUJH� VWDWH�RZQHG� HQWHUSULVHV� �62(V��� )URP� ����� RQZDUG�� KRZHYHU�� QDWLRQ�ZLGH
UHIRUPV� RI� VPDOO� DQG� PHGLXP�VL]HG� 62(V� KDYH� EHHQ� XQGHU� ZD\�� )URP� DQ� LQVWLWXWLRQDO
SRLQW�RI�YLHZ��WKH�PDMRU�FRQWHQW�RI� WKHVH�UHIRUPV�KDV�EHHQ�WKH�UHVWUXFWXULQJ�RI�VPDOO�DQG
PHGLXP�VL]HG� 62(V� LQWR� GLIIHUHQW� W\SHV� RI� FRUSRUDWLRQV�� MRLQW�VWRFN� FR�RSHUDWLYHV� DQG
FRPSDQLHV�� )RU� WKH� VDNH� RI� FRQYHQLHQFH�� WKHVH� UHIRUPV� DUH� VRPHWLPHV� FDOOHG� 
VPDOO
FRUSRUDWL]DWLRQ
�� 6PDOO� FRUSRUDWL]DWLRQ� DOVR� HQFRPSDVVHV� WKH� UHVWUXFWXULQJ� RI� XUEDQ
FROOHFWLYHO\�RZQHG�HQWHUSULVHV��&2(V���)RU�D�ORQJ�WLPH��DOPRVW�DOO�XUEDQ�&2(V�KDYH�EHHQ
DIILOLDWHG�ZLWK�DQG�DGPLQLVWHUHG�E\�ORFDO�JRYHUQPHQW�RUJDQV�RU�62(V��DQG�DUH�FRPPRQO\
FDOOHG�
VHPL�62(V�


6PDOO�FRUSRUDWL]DWLRQ�LV�SDUW�RI�&KLQD
V�RQJRLQJ�
VKDUH�KROGLQJ�HFRQRPLF�UHIRUP�
�ZKLFK�WR
D�JUHDW�H[WHQW�FDQ�EH�VHHQ�DV�D�PL[WXUH�RI�GHQDWLRQDOL]DWLRQ�DQG�GH�IDFWR�SULYDWL]DWLRQ��7KH
PL[WXUH�UHIHUV�WR�D�SURFHVV�ZKLFK�
FRXOG�HPEUDFH�DQ\�LQFUHDVH�LQ�SULYDWH�DFWLYLW\��LQFOXGLQJ
WKH� FUHDWLRQ� RI� EUDQG� QHZ� �
VWDUW�XS
�� SULYDWH� HQWHUSULVHV�� ZLWKRXW� DQ\� UHGXFWLRQ� LQ� WKH
DFWLYLW\�RI�VWDWH�HQWHUSULVHV
��%RUQVWHLQ��������������7KH�GH�IDFWR�SULYDWL]DWLRQ�LQYROYHV�WKH
WUDQVIHU� RI� RZQHUVKLS� RI� VWDWH� DVVHWV� LQWR� SULYDWH� KDQGV�� $V� ZLOO� EH� VKRZQ� EHORZ�� D
VLJQLILFDQW�DPRXQW�RI�VWDWH�DVVHWV�KDYH�EHHQ� WUDQVIHUUHG� IURP� WKH� VWDWH� LQWR�SULYDWH�KDQGV
GXULQJ�WKH�SURFHVV�RI�VPDOO�FRUSRUDWL]DWLRQ�

,W�LV�XVHIXO�WR�EHJLQ�E\�RXWOLQLQJ�WKH�LPSRUWDQFH�RI�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�WR
WKH�&KLQHVH�XUEDQ�HFRQRP\��,Q�&KLQD��LQGXVWULDO�HQWHUSULVHV�ZKLFK�HPSOR\�IHZHU�WKDQ����
RU�KDYH�UHJLVWHUHG�FDSLWDO�RI�OHVV�WKDQ���PLOOLRQ�\XDQ�DQG�QRQ�LQGXVWULDO�HQWHUSULVHV�ZKLFK
HPSOR\� IHZHU� WKDQ� ���� RU� KDYH� UHJLVWHUHG� FDSLWDO� RI� OHVV� WKDQ� �� PLOOLRQ� \XDQ� DUH
FDWHJRUL]HG�DV�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��$FFRUGLQJ�WR�D������VXUYH\�RI�XUEDQ
HFRQRP\�� VPDOO� DQG� PHGLXP�VL]HG� HQWHUSULVHV� DFFRXQWHG� IRU� ����� SHU� FHQW� RI� WKH� WRWDO
QXPEHU�RI�HQWHUSULVHV��RZQHG������SHU�FHQW�RI�WRWDO�IL[HG�DVVHWV��FRQWULEXWHG������SHU�FHQW
RI�WKH�XUEDQ�*'3��DQG�HPSOR\HG������SHU�FHQW�RI�XUEDQ�ZRUNHUV��/L�DQG�:HL�������������
7KH�YDVW�PDMRULW\�RI�VPDOO�DQG�PHGLXP�VL]HG�62(V�DUH�DGPLQLVWHUHG�E\�ORFDO�JRYHUQPHQW�
DQG�DUH�RI�JUHDW�LPSRUWDQFH�WR�ORFDO�SXEOLF�ILQDQFH�DQG�HPSOR\PHQW��7DEOH�����UHSRUWV�WKH
LPSRUWDQFH�RI�VPDOO�DQG�PHGLXP�VL]HG�62(V�LQ�WKH�VWDWH�RZQHG�LQGXVWULDO�VHFWRU��LQ�ZKLFK
WKH�DYHUDJH�VL]H�RI� HQWHUSULVHV� LV� UHODWLYHO\�PXFK� ODUJH�� ,W� VKRZV� WKDW� VPDOO� DQG�PHGLXP
VL]HG�62(V� LQ� WKLV� VHFWRU�SURGXFHG�RYHU�RQH�WKLUG�RI� WRWDO� RXWSXW�YDOXH�� SRVVHVVHG� DERXW
RQH�WKLUG�RI�WRWDO�DVVHWV�DQG�HPSOR\HG�RYHU����SHU�FHQW�RI�ZRUNHUV�
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TABLE 3.1  SMALL AND MEDIUM-SIZED SOES IN THE STATE-OWNED INDUSTRIAL SECTOR
(PERCENTAGE�

Year Number Output Value    Assets       Employment

1993
1994
1995
1996
1997

95.3
95.0
94.7
94.3
93.5

43.3
40.5
38.6
36.7
33.8

42.7
38.7
37.0
35.1
32.7

73.9
73.3
73.4
73.3
72.2

Sources:  China Statistical Yearbook 1994-1998; and China Labour Statistical Yearbook 1994-1998.

$V� ZLWK� PDQ\� HFRQRPLF� UHIRUPV� LQ� &KLQD�� VPDOO� FRUSRUDWL]DWLRQ� LV� DQ� LQVWLWXWLRQDO
WUDQVIRUPDWLRQ� IURP� EHORZ�� ,W� ZDV� ILUVW� LQLWLDWHG� DV� DQ� H[SHULPHQWDO� UHIRUP� PHDVXUH� LQ
VRPH�DUHDV�� DQG� WKHQ� REWDLQHG� VXSSRUW� IURP� WKH� FHQWUDO� JRYHUQPHQW��7KH� EDFNLQJ� RI� WKH
FHQWUDO�JRYHUQPHQW�� LQ� WXUQ�� LPSHOOHG�VPDOO�FRUSRUDWL]DWLRQ� WR�VSUHDG�DURXQG� WKH�FRXQWU\�
$W� ORFDO� OHYHOV�� KRZHYHU�� VPDOO� FRUSRUDWL]DWLRQ� LV� D�NLQG�RI� LPSRVHG� LQVWLWXWLRQDO� FKDQJH
LQWURGXFHG� DQG� H[HFXWHG� E\� ORFDO� JRYHUQPHQW��$�EDVLF� REMHFWLYH� RI� ORFDO� JRYHUQPHQW� LQ
FRQGXFWLQJ�VXFK�UHIRUP�LV��DV�WKH�HIIHFWLYH�RZQHUV�RI�62(V�� WR�VHHN�KLJKHU�EHQHILWV�IURP
WKRVH�VWDWH�DVVHWV�XQGHU�WKHLU�FRQWURO�DQG�WR�VWUHQJWKHQ�WKHLU�ULJKWV�WR�WKH�EHQHILWV� WKURXJK
UHVWUXFWXULQJ�RI�IRUPDO�SURSHUW\�ULJKWV�

$V�QR�QDWLRQDO�VWDWLVWLFV�DUH�DYDLODEOH��WKLV�DUWLFOH�FDQQRW�SUHVHQW�D�PDFURHFRQRPLF�LPDJH
RI� VPDOO� FRUSRUDWL]DWLRQ� RU� DVVHVV� WKH� LPSDFW� RI� VPDOO� FRUSRUDWL]DWLRQ� XSRQ� WKH
LPSURYHPHQW�RI�WKH�HFRQRPLF�SHUIRUPDQFH�RI�WKH�VWDWH�VHFWRU�� ,QVWHDG��WKH�DUWLFOH�IRFXVHV
RQ�WKH�LQVWLWXWLRQDO�DVSHFWV�RI�VPDOO�FRUSRUDWL]DWLRQ�� ,W� LV�GLYLGHG� LQWR� ILYH�VHFWLRQV��)LUVW�
ZH� SUHVHQW� ILYH� PDMRU� PRGHOV� IRU� VPDOO� FRUSRUDWL]DWLRQ�� 7KHQ� ZH� GLVFXVV� WKH� LQFHQWLYH
VWUXFWXUH� IRU� VPDOO� FRUSRUDWL]DWLRQ�� FRQFHQWUDWLQJ� RQ� KRZ� WKRVH� ORFDO� JRYHUQPHQWV� WKDW
LQLWLDWHG� WKH� LQVWLWXWLRQDO� FKDQJH�PDGH� UDWLRQDO� FKRLFHV� DJDLQVW� WKH� HYROYLQJ� LQVWLWXWLRQDO
DQG� LGHRORJLFDO� EDFNJURXQGV�� ,Q� WKH� WKLUG� VHFWLRQ�� ZH� VWXG\� WKH� UROH� RI� WKH� VWDWH� �LQ
SDUWLFXODU�ORFDO�JRYHUQPHQW��LQ�WKH�SURFHVV�RI�UH�FRQWUDFWLQJ�SURSHUW\�ULJKWV�DUUDQJHPHQWV
GXULQJ�VPDOO�FRUSRUDWL]DWLRQ��7KH�IRXUWK�VHFWLRQ�IRFXVHV�RQ�WKH�LQVWLWXWLRQDO�FRQVHTXHQFHV
RI� VPDOO� FRUSRUDWL]DWLRQ� E\� DQDO\VLQJ� WKH� FKDQJLQJ� UHODWLRQVKLS� EHWZHHQ� WKH� VWDWH� DQG
HQWHUSULVHV��)LQDOO\��ZH�H[DPLQH�FHUWDLQ�LQVWLWXWLRQDO�LPSHGLPHQWV�WR�VPDOO�FRUSRUDWL]DWLRQ�

��� )LYH�YHKLFOHV�IRU�VPDOO�FRUSRUDWL]DWLRQ

7KH�PHWKRGV� XVHG� WR� FDUU\� RXW� VPDOO� FRUSRUDWL]DWLRQ� KDYH� VR� IDU� EHHQ� TXLWH� GLYHUVH�� ,Q
EULHI��ILYH�PDMRU�WHFKQLTXHV�FDQ�EH�OLVWHG�DV�IROORZV�

����� &RUSRUDWL]DWLRQ

&RUSRUDWL]DWLRQ��E\�ZKLFK�D�FRQVLGHUDEOH�QXPEHU�RI�VPDOO�HQWHUSULVHV�KDYH�EHHQ�FRQYHUWHG
LQWR�OLPLWHG�OLDELOLW\�VKDUH�KROGLQJ�FRPSDQLHV��$�FRPPRQ�SURFHGXUH�LV�WKDW�WKH�QHW�DVVHWV
RI�WKH�RULJLQDO�HQWHUSULVHV�DUH�FRQYHUWHG�LQWR�OHJDO�VKDUHV�KHOG�E\�JRYHUQPHQW�RUJDQV��DQG
QHZ� LQYHVWRUV� DUH� DWWUDFWHG� WR� MRLQ� LQ� WKH� FRPSDQLHV�E\� LVVXH�RI�QHZ�VKDUHV��'XULQJ� WKLV
SURFHVV�� D� FHUWDLQ� QXPEHU� RI� VWDWH�RZQHG� VKDUHV� PD\� EH� RIIHUHG� IRU� SODFHPHQW�� ,Q� WKH
UHVXOWLQJ� FRQYHUWHG� FRPSDQLHV� WKH� PDMRULW\� RI� VKDUHV� DUH� QRW� QHFHVVDULO\� KHOG� E\
JRYHUQPHQWDO� ERGLHV�� ,Q� WKH� FLW\� RI� 6KXQGH� LQ� *XDQJGRQJ� 3URYLQFH�� ZKHUH� VPDOO
FRUSRUDWL]DWLRQ�ZDV� ODXQFKHG� HDUOLHU� WKDQ� LQ� RWKHU� DUHDV�� RQO\� ��� SHU� FHQW� RI� HQWHUSULVHV
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ZHUH�H[FOXVLYHO\�RZQHG�DQG�FRQWUROOHG�E\�JRYHUQPHQWDO�ERGLHV�DIWHU�UHVWUXFWXULQJ�LQ�����
�/X������������

,Q�&KLQD��FRUSRUDWL]DWLRQ�ZLWK� IRUHLJQ�SDUWLFLSDWLRQ� LV�RIWHQ�GHQRWHG�E\�D�KRUWLFXOWXUDO� WHUP

JUDIWLQJ�
�7KHUH�DUH�WZR�ZD\V�RI�IRUPLQJ�WKHVH�VR�FDOOHG�
JUDIWHG�MRLQW�YHQWXUHV
��*-9V����L�
&KLQHVH� 62(V� FRQYHUW� WKHLU� H[LVWLQJ� IL[HG� DVVHWV� �LQFOXGLQJ� SURGXFWLRQ� EXLOGLQJV�
HTXLSPHQW�� ODQGV�� HWF��� LQWR� VKDUHV� LQ� WKH� MRLQW� YHQWXUH��ZKLOH� WKH� IRUHLJQ� SDUWQHUV� LQYHVW
FDSLWDO�� WHFKQRORJ\�RU�QHZ�HTXLSPHQW��DQG��LL��&KLQHVH�62(V�ILUVW� UHVWUXFWXUH� WKHPVHOYHV
LQWR� VKDUH�KROGLQJ� FRPSDQLHV�� DQG� WKHQ� WUDQVIHU� SDUW� RI� WKHLU� VKDUHV� WR� IRUHLJQ� LQYHVWRUV�
6RPH�HFRQRPLVWV�KROG�WKDW�WKLV�LV�D�IHDVLEOH�DOWHUQDWLYH�IRU�UHIRUPLQJ�FRUSRUDWH�JRYHUQDQFH
RI�62(V�LQ�&KLQD��VHH�:X���������������4LDQ�������������

,Q� &KLQD
V� FXUUHQW� VWDWLVWLFV�� WKH� *-9V� VWLOO� IDOO� EURDGO\� XQGHU� WKH� FDWHJRU\� RI� &KLQHVH�
IRUHLJQ�MRLQW�YHQWXUHV��&)-9V���7KLV�PHDQV�WKDW�WKHUH�DUH�QR�QDWLRQ�ZLGH�VWDWLVWLFV�RI�KRZ
PDQ\�*-9V�DUH�RSHUDWLQJ�LQ�&KLQD��RU�KRZ�PDQ\�&KLQHVH�62(V�KDYH�EHHQ�UHVWUXFWXUHG�E\
IRUPLQJ�*-9V�� 1HYHUWKHOHVV�� VRPH� VHSDUDWH� LQYHVWLJDWLRQV� KDYH� VKRZQ� WKDW� PDQ\� *-9V
KDYH�EHHQ�HVWDEOLVKHG�LQ�FRDVWDO�DUHDV��DQG�WKH�QXPEHU�LV�H[SHFWHG�WR�LQFUHDVH�LQ�WKH�QHDU
IXWXUH��%HFDXVH�WKH\�GHDO�ZLWK�WKH�SUREOHP�RI�GH�IDFWR�SULYDWL]DWLRQ��D�SROLWLFDOO\�VHQVLWLYH
LVVXH�� PDQ\� RI� WKHVH� LQYHVWLJDWLRQ� UHSRUWV� KDYH� EHHQ� DOORZHG� WR� DSSHDU� RQO\� LQ� FHUWDLQ
LQWHUQDOO\�GLVWULEXWHG��QHLEX�ID[LQJ��SXEOLFDWLRQV�

$Q� LQYHVWLJDWLRQ� FRQGXFWHG� E\� WKH� VWDWH� SODQQLQJ� FRPPLVVLRQ� LQWR� WKH� GHYHORSPHQW� RI
&)-9V�LQ�4LQJGDR��<DQWDL�DQG�'DOLDQ�FLWLHV�VKRZV�WKDW��LQ�����������������RI� WKH������
MRLQW�YHQWXUH� SURMHFWV� DSSURYHG� LQ� 4LQJGDR� ZHUH� *-9V�� %\� $SULO� ������ WKH� <DQWDL
JRYHUQPHQW�KDG�DSSURYHG�������SURMHFWV�IRU�UHVWUXFWXULQJ�62(V�RU�FRXQW\�OHYHO�FROOHFWLYH
HQWHUSULVHV�E\�LQWURGXFLQJ�)',��DFFRXQWLQJ�IRU�����RI�DOO�)',V�LQ�WKLV�FLW\��%\�WKH�HQG�RI
������PRUH�WKDQ�86�����ELOOLRQ�RI�IRUHLJQ�FDSLWDO�ZDV�LQYROYHG�LQ�WKH�UHVWUXFWXULQJ�RI����
62(V�LQ�'DOLDQ��VHH�7KH�6WDWH�3ODQQLQJ�&RPPLVVLRQ
V�,QYHVWLJDWLRQ�7HDP�������������

6LQFH� WKH� HFRQRPLF� UHIRUP�EHJDQ� LQ� ������ )XMLDQ�3URYLQFH� KDV� EHHQ� RQH� RI� WKH� SLRQHHU
SURYLQFHV�LQ�DGRSWLQJ�DQ�RSHQ�GRRU�SROLF\�DQG�WKH�UDSLG�LQWURGXFWLRQ�RI�IRUHLJQ�FDSLWDO��%\
������ WKH� SURYLQFLDO� JRYHUQPHQW� KDG� DXWKRUL]HG� ������ 62(V� WR� UHVWUXFWXUH� ZLWK� WKH
LQYROYHPHQW�RI�IRUHLJQ�FDSLWDO��UHSUHVHQWLQJ������SHU�FHQW�RI�DOO�NLQGV�RI�&)-9V�HVWDEOLVKHG
LQ�WKH�SURYLQFH��%\�WKH�HQG�RI�0DUFK�������)X]KRX�FLW\�� WKH�FDSLWDO�RI� WKH�SURYLQFH��KDG
DXWKRUL]HG� ���� *-9V�� DOORZLQJ� WKH� LQWURGXFWLRQ� RI� 86����� PLOOLRQ� LQ� IRUHLJQ� FDSLWDO�
6RPH����SHU�FHQW�RI�WKH�LQGXVWULDO�HQWHUSULVHV�VXERUGLQDWHG�WR�WKH�)X]KRX�JRYHUQPHQW�KDG
EHHQ�UHVWUXFWXUHG�WKURXJK�YDULRXV�ZD\V�IRU�XWLOL]LQJ�IRUHLJQ�FDSLWDO��,Q�������DSSURYDOV�IRU
HVWDEOLVKLQJ�*-9V�UHDFKHG�LWV�KLJKHVW�QXPEHU��VHH�%L�-L\DR������E������

&LWLHV� LQ� VRPH� SURYLQFHV� LQ� QRUWKHDVWHUQ� &KLQD� KDYH� PDGH� FRQVLGHUDEOH� KHDGZD\� LQ
LQWURGXFLQJ�IRUHLJQ�FDSLWDO� LQ�RUGHU� WR� UHVWUXFWXUH�62(V�DV�ZHOO�� ,Q�7LDQMLQ�� IRU�H[DPSOH�
���� 62(V� ������� SHU� FHQW� RI� 62(V� LQ� WKLV� FLW\�� KDG� EHHQ� LQYROYHG� LQ� HVWDEOLVKLQJ� MRLQW
YHQWXUHV�ZLWK�IRUHLJQ�SDUWQHUV�E\�WKH�HQG�RI�������,Q�/LDRQLQJ�3URYLQFH������62(V�IRUPHG
*-9V� ZLWK� IRUHLJQ� LQYHVWRUV� �VHH� &HQWUH� IRU� (FRQRPLF� 6WXGLHV� DW� WKH� 6WDWH� 3ODQQLQJ
&RPPLVVLRQ������������

7KH� QXPEHU� RI� VR�FDOOHG� 
JUDIWHG� MRLQW� YHQWXUHV
� VRDUHG� LQ� ������ DQG� WKH�ZDYH� RI� 
JUDIWLQJ

VLQFH������KDV�VWLUUHG�XS�D�KHDWHG�GHEDWH�RYHU�
HFRQRPLF�QDWLRQDOLVP�
�QDPHO\�D�FRQWURYHUV\
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RYHU�WKH�GHVLUDELOLW\�DQG�MXVWLILDELOLW\�RI�VHOOLQJ�VWDWH�DVVHWV� WR� IRUHLJQ� LQYHVWRUV��7KH�GHEDWH
ZDV�GLUHFWO\�FDXVHG�E\�D�KLJK�SURILOH� WDNH�RYHU�GHDO�ZKLFK�RFFXUUHG� LQ�������E\�ZKLFK� WKH
+RQJ� .RQJ�EDVHG� &KLQD� 6WUDWHJ\� &R�� /WG� ZDV� LQYROYHG� LQ� UHVWUXFWXULQJ� DOO� 62(V� LQ
4XDQ]KRX� �)XMLDQ� 3URYLQFH�� LQWR� RQH� VKDUH�KROGLQJ� FRPSDQ\�� DQG� DFTXLUHG� D� ��� SHU� FHQW
VWDNH�RI�WKH�FRPSDQ\
V�VKDUHV��'XH�WR�WKLV�GHEDWH��WKH�ZDYH�RI�
JUDIWLQJ
�GHFUHDVHG�LQ�������EXW
LW�KDV�UHFRYHUHG�VLQFH�������VHH�*X��������������

����� 0DQDJHPHQW�HPSOR\HH�EX\RXWV

0DQDJHPHQW�HPSOR\HH� EX\RXWV�� E\� ZKLFK� 62(V� KDYH� EHHQ� UHVWUXFWXUHG� LQWR� HPSOR\HH�
RZQHG� ILUPV�� ,W�KDV�SURYHG� WKDW� UHVWUXFWXULQJ�HQWHUSULVHV� IURP�VWDWH�RZQHUVKLS� WR� HPSOR\HH
RZQHUVKLS�ZDV�D�SRSXODU�JRYHUQPHQW�SROLF\�IRU�SULYDWL]DWLRQ�LQ�PDQ\�WUDQVLWLRQDO�FRXQWULHV
�)LODWRWFKHY�HW�DO���������(DUOH�DQG�(VWULQ���������60(V� UHVWUXFWXUHG� WKURXJK�PDQDJHPHQW�
HPSOR\HH�EX\RXWV�LQ�&KLQD��KRZHYHU��DUH�QRUPDOO\�FDOOHG�
MRLQW�VWRFN�FR�RSHUDWLYHV
�RU�
VKDUH�
KROGLQJ�FR�RSHUDWLYHV
��JXIHQ�KH]XR]KL���6XFK�D�SUDFWLFH�LV�VWURQJO\�HQFRXUDJHG�E\�WKH�SDUW\�
VWDWH��SDUWO\�EHFDXVH�FR�RSHUDWLYHV�IDOO�LQWR�WKH�FDWHJRU\�RI�SXEOLF�RZQHUVKLS�LGHRORJLFDOO\�DQG
SDUWO\� EHFDXVH� PDQ\� ORFDO� JRYHUQPHQWV�� ZKHQ� PDNLQJ� SROLF\� GHFLVLRQV�� WDNH� LQWR
FRQVLGHUDWLRQ�SUHGRPLQDQWO\�WKH�PDLQWHQDQFH�RI�HPSOR\PHQW�RYHU�WKH�VKRUW�WR�PHGLXP�WHUP�
&KXFKHQJ�� D� VPDOO� FLW\� ORFDWHG� LQ� WKH� 6KDQGRQJ� SURYLQFH��ZDV� D� SLRQHHU� RI�PDQDJHPHQW�
HPSOR\HH�EX\RXWV��)URP�6HSWHPEHU������ WR�$XJXVW�������XQGHU� WKH� OHDGHUVKLS�RI� WKH� FLW\
JRYHUQPHQW�� ���� VWDWH�RZQHG� DQG� FROOHFWLYHO\� RZQHG� 60(V� ������ SHU� FHQW� RI� WKH� WRWDO
HQWHUSULVH� QXPEHU��ZHUH� WUDQVIRUPHG� LQWR� VKDUH�KROGLQJ� FR�RSHUDWLYHV� WKURXJK� D� YDULHW\� RI
PDQDJHPHQW�HPSOR\HH�EX\RXW�VFKHPHV��6XQ��������������

$�QRUPDO�SURFHGXUH�IRU�PDQDJHPHQW�HPSOR\HH�EX\RXWV�LV�DV�IROORZV��)LUVW��WKH�WRWDO�DVVHWV�RI
WKH�HQWHUSULVH�XQGHU�UHVWUXFWXULQJ��DIWHU�GHGXFWLQJ�LWV�GHEWV�DQG�QRQ�SURGXFWLYH�DVVHWV��VXFK�DV
GRUPLWRULHV� DQG� FOLQLFV� IRU� HPSOR\HHV��� DUH� GLYLGHG� LQWR� VKDUHV�� VHFRQG�� WKH� VKDUHV� RI� WKH
HQWHUSULVH� DUH� LVVXHG� WR� HPSOR\HHV�� DQG� WKLUG�� WKH� UHPDLQLQJ� DPRXQW�RI� VKDUHV� LV� KHOG� E\� D
JRYHUQPHQW�ERG\��([SHUW�*URXS������������

����� 6DOHV

6DOHV��E\�ZKLFK�WKH�VWDWH�RZQHG�DVVHWV�RI�62(V�DUH�VROG�WR�OHJDO�SHUVRQV�RU�LQGLYLGXDOV��7KHUH
DUH� QXPHURXV�ZD\V� IRU� 62(� VDOHV��1RUPDOO\�� D� SDFNDJH� GHDO� IRU� VHOOLQJ� RII� DOO� DVVHWV� DQG
OLDELOLWLHV�RI�D�62(�WR�RQH�RU�WZR�EX\HUV�LV�ZHOFRPH�E\�ORFDO�JRYHUQPHQWV��,I�WKHUH�DUH�PDQ\
SRWHQWLDO�EX\HUV��DQ�DXFWLRQ�DSSURDFK�LV�IUHTXHQWO\�DGRSWHG���([SHUW�*URXS��������������

����� /HDVLQJ

/HDVLQJ�LV�D�WUDQVLWLRQDO�DUUDQJHPHQW�WKDW�GRHV�QRW�LQYROYH�DQ\�SURSHUW\�ULJKWV�UHVWUXFWXULQJ�
7KH� RZQHUVKLS� RI� WKRVH� HQWHUSULVHV� LQ� ZKLFK� VWDWH� DVVHWV� DUH� OHDVHG� WR� QRQ�VWDWH
EXVLQHVVSHUVRQV�IRU�D�GHILQLWH�SHULRG�UHPDLQV�XQFKDQJHG��/HDVLQJ�DUUDQJHPHQWV�DUH�QRUPDOO\
XVHG�IRU�WKRVH�HQWHUSULVHV�WKDW�EHDU�KHDY\�OLDELOLWLHV��ZKLFK�QRERG\�ZRXOG�OLNH�WR�EX\�RU�WDNH
RYHU�

����� %DQNUXSWF\

)RU� WKRVH� HQWHUSULVHV� WKDW� KDYH� WRR�PDQ\� GHEWV� ZKHUH� QRQH� RI� WKH� IRXU� DERYH�PHWKRGV� LV
VXLWDEOH� WR� WKHLU� UHVWUXFWXULQJ�� EDQNUXSWF\� EHFRPHV� WKH� ODVW� UHVRUW�� )URP� ����� RQZDUG�� WKH
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QXPEHU�RI�HQWHUSULVHV�JRLQJ�EDQNUXSW�UDSLGO\�LQFUHDVHG�DQG�SHDNHG�LQ�������VHH�)LJXUH������
7KH�YDVW�PDMRULW\�RI�EDQNUXSWHG�HQWHUSULVHV�IHOO�LQWR�WKH�FDWHJRU\�RI�VPDOO�DQG�PHGLXP�VL]HG
62(V�

FIGURE 3.1  NUMBER OF ENTERPRISES GOING INTO BANKRUPTCY IN CHINA, 1989-97

6RXUFH��(FRQRPLF�,QIRUPDWLRQ�'DLO\�����-DQXDU\������

��� :K\�VPDOO�FRUSRUDWL]DWLRQ"�7KH�LQFHQWLYH�VWUXFWXUH�RI�ORFDO�JRYHUQPHQW

6PDOO� FRUSRUDWL]DWLRQ� LV� D� SURFHVV� RI� LQVWLWXWLRQDO� FKDQJH�� LQ� ZKLFK� QHZ� LQVWLWXWLRQDO
DUUDQJHPHQWV�DUH�FUHDWHG� DQG�DGRSWHG� WR� UHSODFH�ROG�RQHV�� )RU� DQ� LQVWLWXWLRQDO� FKDQJH� WR
RFFXU� WKHUH� PXVW� EH� VRPH� SURILWDEOH� RSSRUWXQLWLHV� WKDW� DULVH� IURP� LQVWLWXWLRQDO
GLVHTXLOLEULXP�� LQ�RWKHU�ZRUGV�� WKHUH�PXVW�EH� VRPH� UHDVRQV� WKDW� WKH�H[LVWLQJ� LQVWLWXWLRQDO
DUUDQJHPHQW�LV�QR�ORQJHU�WKH�PRVW�HIILFLHQW�RQH�LQ�WKH�FKRLFH�VHW��/LQ���������������,QGHHG�
WKH�ULVH�RI�VPDOO�FRUSRUDWL]DWLRQ�UHVXOWHG�IURP�WKH�LQHIILFLHQF\�RI�WKH�H[LVWLQJ�LQVWLWXWLRQDO
DUUDQJHPHQWV�IRU�62(V�� ,Q�WKH�HDUO\�����V�� LGHRORJLFDO�FKDQJHV�LQLWLDWHG�E\�KLJK�UDQNLQJ
SDUW\�VWDWH� OHDGHUV� UH�GHPDUFDWHG� WKH� ERXQGDU\� RI� WKH� SROLWLFDOO\� OHJLWLPDWH� LQVWLWXWLRQDO
VWUXFWXUH� DQG� WKHUHIRUH� HQODUJHG� WKH� LQVWLWXWLRQDO� FKRLFH� VHW� IRU� ORFDO� DFWRUV��+HQFH� WKHVH
ORFDO� DFWRUV� FRXOG� DGRSW� WKRVH� LQVWLWXWLRQDO� DUUDQJHPHQWV� ZKLFK� FRXOG� EULQJ� WKHP� PRUH
HFRQRPLF� DGYDQWDJHV�� ,Q� RUGHU� WR� XQGHUVWDQG� WKLV� SURFHVV��ZH�PXVW� WDNH� D� EULHI� ORRN� DW
FHUWDLQ�LQVWLWXWLRQDO�DVSHFWV�RI�&KLQD
V�HQWHUSULVH�UHIRUP�

����� 7KH�KLVWRULFDO�FRQWH[W

,Q�WKH�����V��DPRQJ�PDMRU�PRGHOV�IRU�HQWHUSULVH�UHIRUP�ZHUH�SURILW�UHWHQWLRQ�V\VWHPV�DQG
FRQWUDFW�UHVSRQVLELOLW\�V\VWHPV��&56V���%HIRUH�HFRQRPLF�UHIRUP�VWDUWHG�LQ�������&KLQHVH
62(V� VXEPLWWHG� DOO� RI� WKHLU� UHDOL]HG� SURILWV� WR� WKHLU� RZQHU�� WKH� VWDWH�� 'XULQJ� WKH� LQLWLDO
VWDJHV�RI�UHIRUP��D�YDULHW\�RI�SURILW�UHWHQWLRQ�V\VWHPV�ZDV�FDUULHG�RXW��DW�WKH�FRUH�RI�ZKLFK
ZDV�DQ�LQVWLWXWLRQDO�DUUDQJHPHQW�E\�ZKLFK�D�FHUWDLQ�DPRXQW�RI�SURILW�FRXOG�EH�UHWDLQHG�E\
62(V��5HWDLQHG�SURILWV�FRXOG�EH�XVHG�IRU�WKH�SURGXFWLRQ�GHYHORSPHQW�IXQG��WKH�HQWHUSULVH
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ZHOIDUH�IXQG��DQG�WKH�ZRUNHUV
�ERQXV�IXQG��/HH���������������'XULQJ�WKH�VHFRQG�KDOI�RI�WKH
����V�� WKH�&KLQHVH� DXWKRULWLHV� EHJDQ� WR� LPSRVH� YDULRXV� &56V� XSRQ� WKH�PDQDJHPHQW� RI
62(V�� &56V� ZHUH� GHVLJQHG� WR� JLYH� HQWHUSULVHV� VXIILFLHQW� DXWRQRP\� DQG� VXIILFLHQWO\
SRZHUIXO�LQFHQWLYHV�WR�DOORZ�WKHP�WR�UHVSRQG�WR�PDUNHW�IRUFHV��IRU�PRUH�GHWDLOV��VHH�&KHQ�
�������7KH�QDWLRQ�ZLGH�LPSOHPHQWDWLRQ�RI�&56V�ZDV�DFKLHYHG�LQ�������ZKHQ�62(V�ZHUH
JUDQWHG� IRXUWHHQ� ULJKWV� RI� DXWRQRPRXV� PDQDJHPHQW�� LQFOXGLQJ� VHWWLQJ� WKHLU� RZQ� RXWSXW
SULFHV�� XVLQJ� DQG� ILULQJ� ODERXU�� DQG� DOORFDWLQJ� LQYHVWPHQW� ILQDQFHV� DQG� IL[HG� FDSLWDO
�1DXJKWRQ����������������������

TABLE 3.2  DEVELOPMENT OF THE NON-STATE SECTORS IN CHINESE NON-
AGRICULTURAL ECONOMY, 1980-97 (ALL IN PERCENTAGE)

Year Share in total IOV* Share in total
employment

Share in state
financial revenue**

Share in total retail
sales

1980
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

24.0
35.2
37.7
40.3
43.2
43.9
45.4
43.8
48.5
53.5
62.7
66.0
71.5
74.5

(67.4)

40.7
54.6
56.0
57.3
58.1
57.5
60.0
59.9
60.9
63.5
63.1
64.8
66.2
67.0

9.3
15.5
27.4
11.5
6.0

16.2
41.4
32.1
27.9
16.2
26.3
33.0
48.6

33.02

48.6
59.6
60.6
61.4
60.5
60.9
60.4
59.8
58.7
62.5
68.1
71.2
72.8
76.7

Source: China Statistical Yearbook 1998: 130, 433, 595; China Finance Yearbook 1997: 461, 480;
1998: 355, 478.
Note: * IOV = Industrial Output Value; Figures in the bracket in 1995 is calculated in accordance
with the new stipulation, which records added IOV rather than gross IOV; ** Revenues from bond
issues are not included in the calculation.

6RPH� VWXGLHV� KDYH� VKRZQ� WKDW� WKH� HFRQRPLF� SHUIRUPDQFH� �PHDVXUHG� E\� WRWDO� IDFWRU
SURGXFWLYLW\�� RI� 62(V� KDG� DFKLHYHG� D� FRQVLGHUDEOH� GHJUHH� RI� LPSURYHPHQW� GXULQJ� WKH
HDUOLHU�VWDJHV�RI�HFRQRPLF�UHIRUPV�XQWLO�������VHH�/L��������*URYHV�HW�DO���������%DL��/L
DQG�:DQJ��������1DXJKWRQ���������+RZHYHU��SURGXFWLYLW\�JURZWK�KDG�EHHQ�VLJQLILFDQWO\
ORZHU�IRU�HQWHUSULVHV�LQ�WKH�VWDWH�VHFWRU�WKDQ�WKRVH�LQ�WKH�QRQ�VWDWH�VHFWRU��3HUNLQV��������
6LQFH�HFRQRPLF�UHIRUP�VWDUWHG� LQ������� WKH�QRQ�VWDWH�VHFWRU�KDV�EHHQ�FDUU\LQJ� LQFUHDVLQJ
ZHLJKW�LQ�WKH�&KLQHVH�HFRQRP\��DQG�IURP������RQZDUGV�WKH�VKDUH�RI�QRQ�VWDWH�HQWHUSULVHV
LQ�WKH�LQGXVWULDO�JURVV�RXWSXW�YDOXH�KDV�ULVHQ�RYHU����SHU�FHQW��VHH�7DEOH��������,Q�EULHI��LW�LV
WKH�QRQ�VWDWH�VHFWRU�WKDW�KDV�FRQWULEXWHG�VLJQLILFDQWO\�WR�&KLQD
V�JURZWK�
PLUDFOH
�GXULQJ�WKH
HUD�RI�UHIRUP��VHH�7LDQ��������

,Q� WKH�62(�VHFWRU�� LQ�FRQWUDVW�� WKH�JURZWK�RI�SURGXFWLYLW\�GLG�QRW�QHFHVVDULO\� OHDG� WR� WKH
JURZWK� RI� SURILWV�� DQG� DV� D� UHVXOW� JRYHUQPHQWV� �FHQWUDO� DQG� ORFDO�� DV� RZQHUV� IDLOHG� WR
EHQHILW�IURP�UHIRUP�PHDVXUHV�XS�WR�������7KH�HQWHUSULVH� UHIRUP�RI� WKH�����V� UHVXOWHG� LQ
VHYHUH� DJHQF\� SUREOHPV�� ZKLFK� PDQLIHVWHG� WKHPVHOYHV� PDLQO\� DV� LQVLGHU� FRQWURO� DQG
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VSRQWDQHRXV�SULYDWL]DWLRQ��VHH�4LDQ���������2I�FRXUVH�� WKHVH�SUREOHPV�DUH�FRPPRQ�WR�DOO
WUDQVLWLRQDO� HFRQRPLHV�� 
,QVLGHU� FRQWURO� �HLWKHU� E\� WKH� PDQDJHU� DQG� WKH� ZRUNHU��
� DV
0DVDKLNR�$RNL�������������SRLQWV�RXW�� 
DSSHDUV� WR�EH�D�JHQHULF�SRWHQWLDO� LQ� WKH� WUDQVLWLRQ
SURFHVV�
�HYROYLQJ�RXW�RI�LQKHULWDQFHV�IURP�WKH�SODQQHG�HFRQRP\��&RPPRQ�WR�WKH�UHIRUPV
RI� WKH� SODQQHG� HFRQRP\� ZDV� WKDW� FHQWUDO� SODQQLQJ� EXUHDXFUDWV� WULHG� WR� FRSH� ZLWK� WKH
SUREOHP�RI�HFRQRPLF�VWDJQDWLRQ�E\�UHOLQTXLVKLQJ�PRVW�RI� WKH�SODQQLQJ�LQVWUXPHQWV�WR�WKH
PDQDJHPHQW�RI�62(V��7KH�PDQDJHUV�RI�62(V��WKHUHIRUH��JUDGXDOO\�EXLOW�XS�DQ�LUUHYHUVLEOH
MXULVGLFWLRQDO�DXWKRULW\�ZLWKLQ�WKHLU�RZQ�62(V�

,Q� 5XVVLD�� LQVLGHU� FRQWURO� PDQLIHVWV� LWVHOI� DV� VWURQJ� PDQDJHU� FRQWURO� �$RNL�� ������ ��
/LWZDFN�� ������� ,Q� &KLQD�� KRZHYHU�� WKH� DJHQF\� SUREOHP� RI� PDQDJHUV� ZDV� RIWHQ
DFFRPSDQLHG�E\�WKH�SKHQRPHQRQ�RI�D�FRDOLWLRQ�EHWZHHQ�PDQDJHUV�DQG�ZRUNHUV�LQ�62(V�
DV�RSSRVHG�WR�FRQIOLFWLQJ�LQWHUHVWV�EHWZHHQ�WKH�WZR�LQ�D� W\SLFDO�FDSLWDOLVW�ILUP��ZKHUH� WKH
PDQDJHUV� UHSUHVHQW� WKH� RZQHUV
� LQWHUHVW�� :RUNHUV� LQ� 62(V� EHQHILWHG� IURP� H[SDQGLQJ
HQWHUSULVH� DXWRQRP\� LQ� PDQ\� ZD\V�� LQFOXGLQJ� D� KLJKHU� OHYHO� RI� ZDJHV� DQG� ERQXVHV�
FRQWLQXHG�VXEVLGL]DWLRQ�RI�UHVLGHQWLDO�KRXVLQJ�DQG�D�YDULHW\�RI�ZHOIDUH�SURYLVLRQV��DQG�VR
IRUWK� �4LDQ�� ������ ������ 7KH� FROOXVLRQ� EHWZHHQ� PDQDJHUV� DQG� ZRUNHUV� ZDV� VXVWDLQHG
ODUJHO\�EHFDXVH�PDQDJHUV�QHHGHG�WKH�XPEUHOOD�RI�SURWHFWLRQ�RI�WKH�PDVVHV�ZKLOH�WKH\�ZHUH
DWWHPSWLQJ�WR�JDLQ�D�JUHDWHU�VKDUHV�RI�EHQHILWV�E\�LQVLGHU�FRQWURO��,Q�IDFW��GDULQJ�PDQDJHUV
FRXOG�ILQG�PDQ\�ZD\V�WR�JUDGXDOO\�WUDQVIHU�VWDWH�DVVHWV�XQGHU�WKHLU�FRQWURO�LQWR�WKH�KDQGV�RI
FHUWDLQ� QRQ�VWDWH� FRPSDQLHV� ZKLFK� ZHUH� DFWXDOO\� FUHDWHG� E\� WKHLU� UHODWLYHV� RU� HYHQ
WKHPVHOYHV� �4LDQ�� ������ ������ )URP� WKH� JRYHUQPHQW� SRLQW� RI� YLHZ�� RQH� RI� WKH
FRQVHTXHQFHV� EURXJKW� DERXW� E\� ZDYHV� RI� VSRQWDQHRXV� SULYDWL]DWLRQ� ZDV� VR�FDOOHG� 
VWDWH
DVVHWV�VWULSSLQJ
²ZKLFK�EHFDPH�D�SRSXODU�WRSLF�LQ�WKH�&KLQHVH�PHGLD�LQ������DQG�������$
VWDUWOLQJ� DFFRXQW� RI� WKH�PDJQLWXGH� RI� WKH� SUDFWLFH� HVWLPDWHG� WKDW� VRPH� ����PLOOLRQ� \XDQ
ZRUWK�RI� VWDWH�DVVHWV� IORZHG�RXW�RI� WKH� VWDWH� FRIIHUV� HDFK�GD\��RU� DURXQG����ELOOLRQ� \XDQ
HYHU\�\HDU���

����� /RFDO�ILVFDO�UHYHQXH�VKRUWDJH

7KH� DERYH� DQDO\VHV� RI� WKH� LQLWLDO� UHIRUPV� RI� 62(V� UHYHDO� WKH� OLPLWHG� HIIHFWLYHQHVV� RI
UHIRUP� VWUDWHJLHV� WKDW� GR� QRW� WRXFK� WKH� LVVXH� RI� WKH� SURSHUW\�ULJKWV� UHODWLRQV� LQ� DQ
HQWHUSULVH�� )URP� WKH� SRLQW� RI� YLHZ� RI� SURSHUW\�ULJKWV� HFRQRPLFV�� WKH� VRXUFH� RI� WKH
SUREOHPV� LV� WKDW�DPELJXRXV�SURSHUW\�ULJKWV� UHODWLRQV�EHWZHHQ� WKH� VWDWH�DQG� WKH� HQWHUSULVH
WXUQ�LQWR�DPELJXRXV�GLVWULEXWLRQDO�DUUDQJHPHQWV�DQG�FRQWURO�ULJKWV��$V�LW�EHFDPH�LQ�VRPH
FDVHV�D�GH� IDFWR�SULYDWL]DWLRQ�� VPDOO� FRUSRUDWL]DWLRQ� LV� LQGHHG�PRUH� UDGLFDO� WKDQ�SUHYLRXV
PRGHOV�RI�HQWHUSULVH�UHIRUP��+DUYH\�%��)HLJHQEDXP�DQG�-HIIHU\�5��+HQLJ�GLVWLQJXLVK�WKUHH
W\SHV�RI�SULYDWL]DWLRQ��7KH�ILUVW� WZR�DUH�V\VWHPDWLF�DQG� WDFWLFDO�SULYDWL]DWLRQV��RQHV�EDVHG
RQ� VRPH� JUDQG� SROLWLFDO�LGHRORJLFDO� SURMHFWV� SXUSRUWLQJ� WR� WUDQVIRUP� VRFLHWLHV�� DQG� RQHV
GHYHORSHG� WR� DFKLHYH� VKRUW�WHUP� SROLWLFDO� JRDOV�� 7KH� VPDOO� FRUSRUDWL]DWLRQ� LQ� &KLQD
FRUUHVSRQGV� WR� WKH� WKLUG� FDWHJRU\� WR� D� JUHDW� H[WHQW�� L�H��� ZKDW� WKH\� FDOO� SUDJPDWLF
SULYDWL]DWLRQ��ZKLFK�LV�QRUPDOO\�XQGHUWDNHQ�IRU�EXGJHWDU\�UHDVRQV��)HLJHQEDXP�DQG�+HQLJ�
�������������

$V�D�PDWWHU�RI� IDFW�� WKH�RSHUDWLRQDO�VLWXDWLRQ�RI�&KLQHVH�62(V�UDSLGO\�GHWHULRUDWHG� LQ� WKH
HDUO\�����V��7KH�62(�VHFWRU�DV�D�ZKROH�H[SHULHQFHG�D�UDSLG�LQFUHDVH�LQ�ORVVHV��VHH�7DEOH

������������������������������������������������
���6HH�*XQDJPLQJ�'DLO\����2FWREHU���������
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������ :KLOH� 62(V� VKRZHG� KLJKHU� OLDELOLW\�DVVHW� UDWLRV� DQG� ORZHU� SURILW�FDSLWDO� UDWLRV� LQ
FRPSDULVRQ� ZLWK� DOO� LQGXVWULDO� HQWHUSULVHV� ZLWK� WKH� LQGHSHQGHQW� DFFRXQWLQJ� V\VWHP�� WKH
VLWXDWLRQ�RI�VPDOO�DQG�PHGLXP�VL]HG�62(V�KDG�EHHQ�WKH�ZRUVW��VHH�7DEOHV�����DQG������

TABLE 3.3  LOSSES OF STATE-OWNED INDUSTRIAL ENTERPRISES

Year Amount of losses
(billion yuan)

SOEs at Loss / SOE
Total Number (%)

Total Losses / Total
Pre-tax Profits (%)

Total Losses / Total
Net Profits (%)

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997

 4.21
 3.64
 3.43
 4.60
 4.76
 3.21
 2.67
 3.24
 5.45
 6.10
 8.19

18.02
34.88
36.70
36.93
45.26
48.26
63.96
79.07
83.10

19.30
17.64
19.17
22.90
20.78
12.75
10.20

9.66
13.07
13.00
10.91
16.03
27.55
25.84
23.36
28.78
30.89
33.53
37.70
43.90

5.32
4.21
3.78
4.93
4.89
3.11
2.31
2.43
4.06
4.03
4.62

10.16
23.20
22.09
18.99
18.44
16.78
22.25
28.89
28.58

8.27
6.46
5.86
7.93
7.96
5.01
3.77
2.43
7.90
7.76
9.18

24.25
89.86
91.25
69.01
55.39
58.21
96.09

191.61
194.22

Sources: China Statistical Yearbook 1998: 461; China Finance Yearbook 1997: 482; 1998: 482.

TABLE 3.4  LIABILITY-ASSET RATIO OF CHINESE INDUSTRIAL ENTERPRISES WITH THE
INDEPENDENT ACCOUNTING SYSTEM (PERCENTAGE)

Year All Large Medium Small State-
owned

Large Medium Small

1993
1994
1995
1996
1997

74.38
66.66
64.86
64.73
63.94

69.34
62.39
61.28
60.46
60.03

83.53
72.65
69.38
70.35
69.61

75.56
69.38
67.60
68.32
67.35

75.68
  --

65.62
65.06
64.82

74.68
  --

62.25
61.13
61.09

83.49
  --

71.65
72.30
72.23

81.89
  --

71.51
72.34
72.77

Sources: Chinese Statistical Yearbook, various years.
Note: Liability-asset ratio = liquid liabilities + long-term liabilities / total assets � 100%.

,Q������������SHU�FHQW�RI�VPDOO�DQG�PHGLXP�VL]HG�62(V�UDQ�DW�D�ORVV��$FFRUGLQJ�WR�D�����
LQYHVWLJDWLRQ� RI� ������� VPDOO� DQG� PHGLXP�VL]HG� 62(V� FRQGXFWHG� E\� WKH� 0LQLVWU\� RI
)LQDQFH��WKH�DYHUDJH�OLDELOLW\�DVVHW�UDWLR�RI�WKLV�JURXS�UHDFKHG������SHU�FHQW��PXFK�KLJKHU
WKDQ� WKH� DYHUDJH� OHYHO� LQ� WKH� 62(� VHFWRU� DW� WKDW� WLPH�� ,Q� WKDW� \HDU�� WKH� DYHUDJH� FDSLWDO�
RXWSXW�UDWLR�LQ�WKH�62(�VHFWRU�ZDV�����SHU�FHQW��DQG�WKH�UDWLRV�LQ�ODUJH��PHGLXP�VL]HG�DQG



��

VPDOO�62(V� �UHVSHFWLYHO\�RZQHG�DQG�DGPLQLVWHUHG�E\� WKH� FHQWUDO� JRYHUQPHQW�� SURYLQFLDO
JRYHUQPHQWV�� DQG� FLW\�FRXQW\� JRYHUQPHQWV��ZHUH� ���� SHU� FHQW�� ���� SHU� FHQW�� DQG� ���� SHU
FHQW�� ,Q� JHQHUDO�� JRYHUQPHQW� VXEVLGLHV� WR� ORVV�PDNLQJ� VPDOO� DQG� PHGLXP� 62(V� KDG
EHFRPH�D�KHDY\�EXUGHQ�IRU�ORFDO�JRYHUQPHQW�LQ�PDQ\�SODFHV�LQ�WKH�HDUO\�����V��/X�������
����7DEOH������

TABLE 3.5  PROFIT-CAPITAL RATIO OF CHINESE INDUSTRIAL ENTERPRISES WITH THE
INDEPENDENT ACCOUNTING SYSTEM (PERCENTAGE)*

Year All Large Medium Small State-
owned

Large Medium Small

1993
1994
1995
1996
1997

10.33
10.21

8.29
7.11
6.92

11.88
12.60
10.57

8.98
8.51

9.42
7.90
6.19
4.78
4.63

8.97
8.28
6.22
5.64
5.71

9.68
9.77
8.01
6.54
6.27

11.26
12.27
10.05

8.37
8.07

8.62
7.01
5.39
3.99
3.48

6.45
4.76
3.48
2.36
2.01

Source: Chinese Statistical Yearbook, various years.
Note: Profit-capital ratio = pre-tax profit / average net fixed assets + average balance of working capital �
100%.

TABLE 3.6  GOVERNMENT SUBSIDIES TO LOSS-MAKING SOES IN THE 1990S (BILLION
YUAN)*

Year From central
government

Proportion A (%) From local
government

Proportion B (%)

1991
1992
1993
1994
1995
1996
1997

20.00
16.82
10.19

5.77
6.47
7.18
9.93

13.18
6.97
4.07
1.24
1.20
1.15
1.36

31.02
30.94
27.67
30.85
26.89
26.56
26.36

13.51
8.84
7.86
6.56
4.87
4.11
3.62

Source: China Finance Yearbook, various years.
Note: * all figures in the table are calculated from final accounting of revenue and expenditure. Proportion A =
Subsidies from the Central Government / Fiscal Expenditure of the Central Government; and Proportion B =
Subsidies from Local Governments / Fiscal Expenditure of Local Governments.

&KXFKHQJ� FLW\� SURYLGHV� D� JRRG� H[DPSOH�� ,Q� ������ WKH� FLW\� JRYHUQPHQW� LQYHVWLJDWHG� DOO
62(V� DQG� XUEDQ� FROOHFWLYH� HQWHUSULVHV� XQGHU� LWV� MXULVGLFWLRQ�� DQG� VXUSULVLQJO\� IRXQG� WKDW
�����SHU�FHQW�RI�WKHP�ZHUH�UXQQLQJ�DW�D�ORVV�LI�IROORZLQJ�WKH�VWDQGDUG�DFFRXQWLQJ�V\VWHP�
7KH� WRWDO� YDOXH� RI� WKH� H[SOLFLW� DQG� LPSOLFLW� ORVVHV� UHDFKHG� ���� PLOOLRQ� \XDQ�� 7KH
LQYHVWLJDWLRQ� DOVR� IRXQG� WKDW� PRVW� ORFDO� 62(V� DQG� FROOHFWLYH� ILUPV� KDG� LJQRUHG� WKH
QHFHVVDU\�FRPSHQVDWLRQ�IRU�WKH�VWDWH�DVVHWV�IRU�D� ORQJ�SHULRG�DQG�WKH�GHYDOXDWLRQ�RI�VWDWH
DVVHWV� ZDV� VLJQLILFDQW�� 0HDQZKLOH�� WD[� SD\PHQWV� UHFHLYHG� IURP� WKHP� VWHDGLO\� GHFOLQHG�
DPRXQWLQJ�WR�RQO\�����PLOOLRQ�\XDQ�LQ�WKDW�\HDU��&RPELQHG�ZLWK�WKH�IL[HG�ILVFDO�VXEVLGLHV
IURP� WKH� SURYLQFLDO� JRYHUQPHQW�� WKH� FLW\
V� WRWDO� ILVFDO� IXQGV� ZHUH� VWLOO� QRW� VXIILFLHQW� WR
EDODQFH�SD\PHQWV� IRU� VDODULHV�� DQG� IRU� UXQQLQJ�JRYHUQPHQW�RUJDQV� DQG� WKH�SXEOLF� VHFWRU�
$V� D� FRQVHTXHQFH�� VDODULHV� IRU� WHDFKHUV� DQG� RWKHU� ORFDO� FLYLO� VHUYDQWV� DSSHDUHG� WR� EH� LQ
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DUUHDUV�LQ�VRPH�PRQWKV�LQ�WKH�HDUO\�����V��+RZ�WR�VROYH�WKLV�ILVFDO�FULVLV�EHFDPH�WKH�PRVW
SUHVVLQJ�FKDOOHQJH�WR�WKH�FLW\
V�JRYHUQPHQW�

8QGHU�WKH�FLUFXPVWDQFHV�RI�D�VRIW�EXGJHW�FRQVWUDLQW�LQ�WKH�SDVW��WKH�EXGJHWDU\�FULVHV�GLG�QRW
FRQVWLWXWH� D� VHULRXV� KHDGDFKH� WR� ORFDO� RIILFLDOV�� +RZHYHU�� WKH� SURFHVV� RI� ILVFDO
GHFHQWUDOL]DWLRQ�VLQFH�WKH�UHIRUP�EHJDQ�LQ�WKH�ODWH�����V��LQ�SDUWLFXODU�WKH�LPSOHPHQWDWLRQ
RI�D�WD[�DVVLJQPHQW�V\VWHP�VLQFH�������KDV�UHVXOWHG�LQ�WKH�H[LVWHQFH�RI�D�GH�IDFWR�ILVFDO�RU
HYHQ� SROLWLFDO� IHGHUDOLVP�� LQ� ZKLFK� WKH� EXGJHW� FRQVWUDLQW� XSRQ� ORFDO� JRYHUQPHQWV� KDG
EHFRPH�KDUGHQHG��VHH�:RQJ��������&DR��4LDQ��DQG�:HLQJDVW���������:KHQ�WKHLU�EXGJHWV
DUH�XQGHU�WKLV�W\SH�RI�SUHVVXUH��LW�LV�UDWLRQDO�IRU�ORFDO�JRYHUQPHQWV�WR�FRQVLGHU�VHOOLQJ�RII�D
FHUWDLQ� DPRXQW� RI� VWDWH� DVVHWV� XQGHU� WKHLU� FRQWURO� WR� HDVH� WKHLU� ILQDQFLDO� GLIILFXOW\�� ,Q� DQ
LQWHUYLHZ�FRQGXFWHG�LQ�������&KHQ�*XDQJ��PD\RU�RI�&KXFKHQJ�FLW\��JDYH�DQ�H[SODQDWLRQ
RI�ZK\�KH�SURPRWHG�WKH�VDOHV�RI�62(V�DQG�XUEDQ�FROOHFWLYH�ILUPV�LQ�������
,Q�P\�FLW\��WKH
WRWDO�VDODULHV��IRU�HPSOR\HHV�LQ�WKH�SXEOLF�VHFWRU��ZHUH�DERXW�����PLOOLRQ�\XDQ�SHU�PRQWK��,I
VDODULHV� KDG� EHHQ� LQ� DUUHDUV� HYHQ� E\� VRPH� GD\V�� ,� ZRXOG� KDYH� EHHQ� VZRUQ� DW� E\� PDQ\
SHRSOH��%XW�ZKHUH�FRXOG�,�REWDLQ�WKH�PRQH\"�2QH�DIWHU�DQRWKHU�HQWHUSULVH�ZDV�UXQQLQJ�DW�D
ORVV��,�UHDOO\�KDG�QR�FKRLFH��,�ZDV�IRUFHG�WR�PDNH�WKH�FKRLFH��RI�VHOOLQJ�62(V�
���

����� ,QVLGHU�FRQWURO�LV�EHLQJ�RXW�RI�FRQWURO

$QRWKHU�GULYLQJ�IRUFH�EHKLQG�VPDOO�FRUSRUDWL]DWLRQ�ZDV�WKH�GLVHTXLOLEULXP�RI�WKH�H[LVWLQJ
LQVWLWXWLRQDO� VWUXFWXUH�� $V� RZQHUV� RI� VPDOO� DQG� PHGLXP�VL]HG� 62(V�� PDQ\� ORFDO
JRYHUQPHQWV�IRXQG�WKDW� WKH�SURILWDEOH�RSSRUWXQLWLHV�DULVLQJ�IURP�WKH�H[LVWLQJ�LQVWLWXWLRQDO
VWUXFWXUH�ZHUH�HYHU�GHFUHDVLQJ�

)RU� H[DPSOH�� LQGXVWULDOL]DWLRQ� LQ� 6KXGH� FLW\� �ZKLFK� KDG� EHHQ� DQ� DJULFXOWXUDO� WRZQ�
GHYHORSHG� UDSLGO\� LQ� WKH� ����V�� 0DQ\� 62(V� DQG� 79(V� DGPLQLVWHUHG� E\� WKH� FLW\
JRYHUQPHQW� JUHZ�XS�GHSHQGLQJ�XSRQ�EDQN� ORDQV�ERUURZHG�ZLWK� JRYHUQPHQW� JXDUDQWHHV�
&RQWUDFW� UHVSRQVLELOLW\� V\VWHPV� ZHUH� LPSRVHG� XSRQ� DOPRVW� DOO� HQWHUSULVHV� E\� WKH
JRYHUQPHQW��$W� WKH� EHJLQQLQJ� RI� WKH� ����V�� KRZHYHU�� WKH� FLW\� JRYHUQPHQW� IRXQG� WKDW� D
JUHDW�QXPEHU�RI�62(V�KDG�EHFRPH�GH�IDFWR�PDQDJHUV�RZQHG��DQG�VWDWH�DVVHWV�KDG�EHFRPH
WKH�SULYDWH�DVVHWV�RI�PDQDJHUV�DV�ZHOO�DV�WKHLU�UHODWLYHV��,Q�PDQ\�HQWHUSULVHV��WKH�PDQDJHUV
ZHUH�LQ�FROOXVLRQ�ZLWK�WKH�HPSOR\HHV��VKDULQJ�DOPRVW�DOO�SURILWV�DQG�HYHQ�DVVHWV��,W�EHFRPH
KDUGHU� DQG� KDUGHU� IRU� WKH� JRYHUQPHQW� DV� WKH� RZQHU� WR� UHWULHYH� DQ\� SURILW� UHYHQXHV� IURP
HQWHUSULVHV��%XW�DV�WKH�JXDUDQWRU�RI�FUHGLW��WKH�JRYHUQPHQW�KDG�WR�EHDU�WKH�UHVSRQVLELOLW\�IRU
WKH�KXJH�DPRXQW�RI�GHEW�WKDW�HQWHUSULVHV�XQGHU�LWV�MXULVGLFWLRQ�RZHG��=KDQJ�DQG�=KX�������
����� ,Q� RWKHU� ZRUGV�� ORFDO� RIILFLDOV� EHFDPH� DZDUH� RI� WKH� H[LVWHQFH� RI� WKH� SUREOHPV� RI
DJHQF\�� LQVLGHU�FRQWURO�� DQG�VSRQWDQHRXV�SULYDWL]DWLRQ��DOWKRXJK� WKH\�FRXOG�QRW�XVH� WKHVH
WHUPV�GLUHFWO\�DW�WKDW�WLPH�

����� ,GHRORJLFDO�FKDQJH�DQG�WKH�H[WHQVLRQ�RI�RZQHUVKLS�FKRLFH�VHW

)DFLQJ� SUREOHPV�RI� ILVFDO� FULVLV� DQG� LQVWLWXWLRQDO� GLVHTXLOLEULXP�� ORFDO� JRYHUQPHQW� KDV� D
JUHDW� LQFHQWLYH� WR� LPSRVH� FHUWDLQ� LQVWLWXWLRQDO� FKDQJHV�� %XW� WKH� TXHVWLRQ� LV� ZK\� VPDOO
FRUSRUDWL]DWLRQ�KDV�EHFRPH� WKH� FRPPRQ�PRGHO� IRU� LQVWLWXWLRQDO� FKDQJHV��7R� DQVZHU� WKLV
TXHVWLRQ��ZH�PXVW�WDNH�LQWR�DFFRXQW�WKH�LGHRORJLFDO�DQG�SROLF\�FRQWH[W�ZLWKLQ�ZKLFK�VPDOO

������������������������������������������������
���6HH�&KLQHVH�<RXWK��1R��������������
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FRUSRUDWL]DWLRQ�WRRN�SODFH��,Q�DV�HDUO\�DV�WKH�PLG�����V��D�QXPEHU�RI�&KLQHVH�HFRQRPLVWV��
SUHVHQWHG� D� EROG� SROLF\� SURSRVDO� IRU� 
VKDUH�KROGLQJ� V\VWHP� UHIRUP
� �JXIHQ]KL� JDLJH��
QDPHO\��V\VWHPDWLFDOO\�UHVWUXFWXULQJ�62(V�LQWR�VKDUH�KROGLQJ�FRPSDQLHV��)HZVPLWK�������
��������7KH�H[SHULPHQWV�ZLWK�WKH�VKDUH�KROGLQJ�V\VWHP�UHIRUP�ZHUH�LQLWLDWHG�LQ�WKH�VDPH
\HDUV��%\� WKH� HQG� RI� WKH� ����V��PRUH� WKDQ� ����� 
H[SHULPHQWDO� VKDUH�KROGLQJ� FRPSDQLHV

KDG�EHHQ�HVWDEOLVKHG��1DXJKWRQ���������������0D����������������1HYHUWKHOHVV��WKH�
VKDUH�
KROGLQJ� V\VWHP� UHIRUP
� ZDV� OLPLWHG� WR� WKH� H[SHULPHQWDO� VWDJH� XQWLO� ����� EHFDXVH� RI
LGHRORJLFDO�GLVSXWHV��LQ�SDUWLFXODU�RQH�WDNLQJ�SODFH�DIWHU������RYHU�ZKHWKHU�D�VKDUH�KROGLQJ
V\VWHP�LV�LQ�HVVHQFH�VRFLDOLVW�RU�FDSLWDOLVW�

7KH�UROH�RI�LGHRORJ\�LQ�LQVWLWXWLRQDO�FKDQJHV�KDV�EHHQ�WRXFKHG�RQ�LQ�'RXJODVV�&��1RUWK
V
ZRUNV� �������� ������ ������ ����� ,GHRORJ\� LV� D� VHW� RI� EHOLHIV� DERXW� WKH� ZRUOG�� E\� ZKLFK
SHRSOH�PDNH�PRUDO�MXGJHPHQWV�DERXW�PDQ\�WKLQJV��LQFOXGLQJ�LQVWLWXWLRQDO�DUUDQJHPHQWV��LQ
WKH� ZRUOG�� 7KH� VSDFH� IRU� LQVWLWXWLRQDO� FKRLFH� LV� RIWHQ� OLPLWHG� EHFDXVH� VRPH� VSHFLILF
LGHRORJLHV�GHQ\�WKH�OHJLWLPDF\�RI�VRPH�VSHFLILF�LQVWLWXWLRQDO�DUUDQJHPHQWV��)RU�D�ORQJ�WLPH�
WKH�OHJLWLPDF\�RI�VKDUH�KROGLQJ�V\VWHP�UHIRUP�KDG�EHHQ�GRXEWHG�XQGHU�WKH�VKDGRZ�RI�WKH
GLVSXWH�RYHU�
VRFLDOLVP�YHUVXV�FDSLWDOLVP
�

'HQJ�;LDRSLQJ
V�ZLGHO\�SXEOLFL]HG�WRXU�RI�VRXWK�&KLQD�LQ�-DQXDU\�DQG�)HEUXDU\������ZDV
D� WXUQLQJ� SRLQW�� 'XULQJ� WKLV� LQVSHFWLRQ� WRXU�� 'HQJ�� WKHQ� &KLQD
V� SDUDPRXQW� OHDGHU�
GHOLYHUHG� D�QXPEHU�RI� WDONV� WR� ORFDO� JRYHUQPHQW�RIILFLDOV�� LQ�RUGHU� WR� ODXQFK� D� UHIRUPLVW
LGHRORJLFDO�RIIHQVLYH�DJDLQVW�FRQVHUYDWLYH�KDUGOLQHUV�DQG�WR�FUHDWH�D�IDYRXUDEOH�FOLPDWH�IRU
WKH� SDUW\�VWDWH
V� QHZ� UHIRUP� LQLWLDWLYHV�� $W� WKH� FRUH� RI� 'HQJ
V� WDONV� ZDV� KLV� SUDJPDWLF
SHUFHSWLRQ� RI� VRFLDOLVP�� 7R� MXGJH� ZKHWKHU� VRPHWKLQJ� LV� VRFLDOLVW� RU� QRW�� 'HQJ� DUJXHG�
GHSHQGV� XSRQ� 
ZKHWKHU� LW� SURPRWHV� WKH� JURZWK� RI� WKH� SURGXFWLYH� IRUFHV� LQ� D� VRFLDOLVW
FRXQWU\��LQFUHDVHV�WKH�RYHUDOO�VWUHQJWK�RI�WKH�VRFLDOLVW�VWDWH�DQG�UDLVHV�OLYLQJ�VWDQGDUGV
��VHH
=KDQJ�� ������ ����� ��������� )URP� WKHQ� RQ�� D� GHLGHRORJL]HG� SROLWLFDO� DWPRVSKHUH� RI
GHYHORSHG��DQG�DV�D�UHVXOW�WKH�LGHRORJLFDOO\�OHJLWLPDWH�VSDFH�IRU�LQVWLWXWLRQDO�FKRLFH�JUHDWO\
ZLGHQHG��([SHUW�*URXS������������

$FFRUGLQJ�WR�1RUWK��������� LQVWLWXWLRQDO�FKDQJH� LV�SDWK�GHSHQGHQW��$V�IDU�DV� WKH�&KLQHVH
FDVH� LV�FRQFHUQHG�� WKH� VPDOO� FRUSRUDWL]DWLRQ� WKDW�KDV� WDNHQ�SODFH� VLQFH������ LV� WR�D�JUHDW
H[WHQW� URRWHG� LQ� FHUWDLQ� UHIRUP� H[SHULPHQWV� ODXQFKHG� LQ� WKH� PLG�����V�� $OWKRXJK� WKH\
ZHUH�TXLWH�GLIIHUHQW�IURP�WKH�DSSURDFK�WR�FRUSRUDWL]DWLRQ�WKDW�HYHQWXDOO\�GHYHORSHG��WKHVH
H[SHULPHQWV�RQ�
VKDUH�KROGLQJ�V\VWHP�UHIRUPV
�GLUHFWO\�IRVWHUHG�WKH�GHYHORSPHQW�RI�&KLQD
V
FDSLWDO� PDUNHWV�� $IWHU� D� YDULHW\� RI� VHFXULWLHV� �PDLQO\� VWRFNV� DQG� ERQGV�� HPHUJHG�� WKH
LQVWLWXWLRQDO�GHPDQG�IRU� WKHLU�H[FKDQJH�ZDV�QDWXUDOO\�HQJHQGHUHG��'XULQJ� WKH� ODWH�����V�
YDULRXV� VHFXULWLHV� H[FKDQJH� DFWLYLWLHV� VSUDQJ� XS� VSRQWDQHRXVO\� LQ� PDQ\� DUHDV�� 7KH
DXWKRULWLHV�DWWHPSWHG�WR�EDQ�VXFK�DFWLYLWLHV�PDQ\�WLPHV��EXW�HYHQWXDOO\�DOORZHG�WKHP�WR�EH
OHJDOL]HG��IRU�PRUH�GHWDLOV��VHH�&KHQ���������,Q�1RYHPEHU������DQG�-XO\�������WZR�VWRFN
H[FKDQJHV� ZHUH� IRUPDOO\� HVWDEOLVKHG� LQ� 6KDQJKDL� DQG� 6KHQ]KHQ� UHVSHFWLYHO\� �VHH
0RRNHUMHH�DQG�<X���������7KH�HVWDEOLVKPHQW�DQG�GHYHORSPHQW�RI�FDSLWDO�PDUNHWV�LQ�&KLQD
ODLG� WKH� LQVWLWXWLRQDO� IRXQGDWLRQ� IRU� WKH� LPSOHPHQWDWLRQ� RI� WKH� FRUSRUDWL]DWLRQ� DQG
SULYDWL]DWLRQ�RI�62(V�

������������������������������������������������
���(�J���3URIHVVRU�/L�<LQLQJ�DW�%HLMLQJ�8QLYHUVLW\�
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:LWKLQ�WKH�LGHRORJLFDO�FRQWH[W�RI�'HQJ
V� 
WDONV�GXULQJ�WKH�WRXU�RI�VRXWK�&KLQD
��WKH�SDUW\
V
)RXUWHHQWK�1DWLRQDO�&RQJUHVV�LQ�2FWREHU�������IRUPDOO\�SXW�IRUZDUG�D�WKHRU\�RQ�
VRFLDOLVW
PDUNHW� HFRQRP\
�� XSJUDGLQJ� WKH� VWDWXV� RI� WKH� PDUNHW� ZLWKLQ� WKH� RIILFLDO� LGHRORJ\� WR� DQ
XQSUHFHGHQWHG�GHJUHH��2Q�WKH�SROLF\�DJHQGD��WKH�FRQJUHVV
V�SROLWLFDO�UHSRUW�VXJJHVWHG�WKDW
WKH�H[SHULPHQWV�RQ�
VKDUH�KROGLQJ�V\VWHP�UHIRUPV
�EH�H[WHQGHG��DQG�WKDW�VPDOO�62(V�FRXOG
EH�OHDVHG�RU�HYHQ�VROG�WR�DQ\�RUJDQL]DWLRQV�DQG�LQGLYLGXDOV��6DLFK������������������$V�D
UHVXOW�� VPDOO� FRUSRUDWL]DWLRQ� VWDUWHG� LQ� VRPH� DUHDV� ZLWK� WKH� DFWLYH� SURPRWLRQ� RI� ORFDO
JRYHUQPHQW�� EXW� LQ� PDQ\� RWKHU� DUHDV� SUXGHQW� ORFDO� JRYHUQPHQWV� KHVLWDWHG� DQG� ORRNHG
DURXQG�

7KH� UHIRUPLVW� LQLWLDWLYHV� IRU� VPDOO� FRUSRUDWL]DWLRQ� E\� VRPH� ORFDO� JRYHUQPHQWV� REWDLQHG
VXSSRUW� IURP� WKH� FHQWUDO� JRYHUQPHQW�� ,Q� 1RYHPEHU� ������ WKH� WKLUG� SOHQXP� RI� &&3
V
IRXUWHHQWK� FRQJUHVV� HQVXUHG� WKDW� 
VPDOO� 62(V� FDQ� EH� RSHUDWHG� ZLWK� WKH� FRQWUDFW
UHVSRQVLELOLW\�V\VWHPV��RU�EH�OHDVHG��VRPH�RI�WKHP�FDQ�EH�UHVWUXFWXUHG�DV�VKDUH�KROGLQJ�FR�
RSHUDWLYHV�� DQG� VRPH� FDQ� EH� VROG� RII� WR� FROOHFWLYHV� RU� LQGLYLGXDOV
�� /DWHU� RQ�� WKH� FHQWUDO
JRYHUQPHQW�IRUPXODWHG�D�IXUWKHU�SROLF\�SULQFLSOH�RI� 
FRQWUROOLQJ�WKH�ODUJH�DQG�OLEHUDOL]LQJ
WKH� VPDOO
�� 7KDW� LV� WR� VD\�� WKH� FHQWUDO� JRYHUQPHQW� VKRXOG� NHHS� DERXW� ������ ODUJH� 62(V
XQGHU� FRQWURO� DQG� OHDYH� ORFDO� JRYHUQPHQWV� DV� PXFK� SROLF\� IOH[LELOLW\� DV� SRVVLEOH� WR
OLEHUDOL]H�DQG�HYHQWXDOO\�YLWDOL]H� VPDOO� DQG�PHGLXP�VL]HG�62(V�� ,Q�6HSWHPEHU������� WKH
&&3
V� ILIWHHQWK� FRQJUHVV� HQGRUVHG� D� FRPSUHKHQVLYH� SODQ� IRU� LPSOHPHQWLQJ� WKH� VKDUH�
KROGLQJ�V\VWHP�UHIRUP�DOO�RYHU�WKH�FRXQWU\²VPDOO�FRUSRUDWL]DWLRQ�ZDV�UHFRQILUPHG�LQ�WKLV
SURJUDPPH�

��� 5HFRQWUDFWLQJ�IRU�SURSHUW\�ULJKWV��WKH�UROH�RI�WKH�VWDWH

2QH�RI�WKH�PRVW�LPSRUWDQW�WDVNV�LQ�VPDOO�FRUSRUDWL]DWLRQ�ZDV�WKH�FODULILFDWLRQ�RI�SURSHUW\
ULJKWV�LQ�62(V��7KH�VLWXDWLRQ�ZKHUH�WKH�SURSHUW\�ULJKWV�RI�H[LVWLQJ�62(V�DUH�XQFOHDU�LV�DQ
LQVWLWXWLRQDO� OHJDF\� RI� WKH� SODQQHG� HFRQRP\�� :LWKLQ� WKH� LQVWLWXWLRQDO� VWUXFWXUH� RI� WKH
SODQQHG� HFRQRP\�� WKH� PDMRULW\� RI� &KLQHVH� HQWHUSULVHV� �LQFOXGLQJ� 62(V� DQG� VRPH
FROOHFWLYHO\� RZQHG� HQWHUSULVHV�� ZHUH� VHW� XS� ZLWK� VWDWH� LQYHVWPHQWV�� &RQFUHWH� LQYHVWRUV
PLJKW�EH�JRYHUQPHQW�RUJDQV��62(V��DQG�VWDWH�RZQHG�QRQ�SURILW�RUJDQL]DWLRQV��)RU�PDQ\
62(V�� WKHUH� ZHUH� PXOWLSOH� RULJLQDO� LQYHVWRUV�� 'LIIHUHQW� 62(V� ZHUH� DGPLQLVWHUHG� DQG
FRQWUROOHG�E\�GLIIHUHQW�JRYHUQPHQW�RUJDQV��'XULQJ�WKH�SURFHVV�RI�GHFHQWUDOL]DWLRQ�VLQFH�WKH
HDUO\�����V��WKH�DGPLQLVWUDWLYH�SRZHU�RYHU�VRPH�62(V�WKDW�ZHUH�IRXQGHG�RQ�WKH�EDVLV�RI
FHQWUDO� JRYHUQPHQW� LQYHVWPHQWV�ZDV� WUDQVIHUUHG� WR� ORFDO� JRYHUQPHQWV��%\� WKH� HQG�RI� WKH
����V�� ORFDO�JRYHUQPHQW�KDG� WDNHQ� WKH�RZQHUVKLS�RI� WKH�YDVW�PDMRULW\�RI�&KLQHVH�62(V�
PRVW�RI�WKHP�VPDOO�DQG�PHGLXP�VL]HG��6XQ��������������*UDQLFN��������

7KH� FODULILFDWLRQ� RI� SURSHUW\� ULJKWV� DUUDQJHPHQWV� ZDV� D� SURFHVV� RI� UHFRQWUDFWLQJ� IRU
SURSHUW\� ULJKWV�� LQ� ZKLFK� WKH� VWDWH� DQG� LWV� JRYHUQPHQW� ERGLHV� SOD\HG� DQ� LQGLVSHQVDEOH�
LUUHSODFHDEOH�UROH�EHFDXVH�RI�WKHLU�DXWKRULW\�WR�FODLP�WKH�
PRQRSRO\�RI�WKH�OHJLWLPDWH�XVH�RI
SK\VLFDO� IRUFH� ZLWKLQ� D� JLYHQ� WHUULWRU\
� �VHH� *HUWK� DQG� 0LOOV�� ������ ���� HPSKDVLV� LQ
RULJLQDO��� 'XULQJ� WKH� SURFHVV� RI� FRUSRUDWL]DWLRQ�� ORFDO� JRYHUQPHQWV²DV� ERWK� WKH
PRQRSROL]HUV�RI�FRHUFLYH�IRUFHV�DW�WKH�ORFDO�OHYHO�DQG�WKH�RZQHUV�RI�ORFDO�62(V²LPSRVHG
RQ� RWKHU� UHOHYDQW� DFWRUV� WKH� UHFRQWUDFWLQJ� IRU� SURSHUW\� ULJKWV� RI� 62(V�� %\� FRQVWDQWO\
DPHQGLQJ� WKH� ERXQGDU\� RI� WKH� LQVWLWXWLRQDO� FKRLFH� VHW� IRU� ORFDO� DFWRUV� WKURXJK� SROLF\
FKDQJH�� WKH� FHQWUDO� JRYHUQPHQW� LQGLUHFWO\� LQIOXHQFHG� WKH� SURFHVV� RI� SURSHUW\� ULJKWV
UHFRQWUDFWLQJ�
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7KH�SURFHVV�RI�SURSHUW\�ULJKWV�FODULILFDWLRQ�GLG�QRW�RFFXU�LQ�DQ�LQVWLWXWLRQDO�YDFXXP��,W�ZDV
VKDSHG� E\� VRPH� H[LVWLQJ� LQVWLWXWLRQDO� DUUDQJHPHQWV� DQG� SROLF\� OHJDFLHV�� 'XULQJ� VPDOO
FRUSRUDWL]DWLRQ�� WKHUH�ZHUH� WKUHH� WRXJK�SUREOHPV� LQYROYLQJ� WKH� UHFRQWUDFWLQJ� RI� SURSHUW\
ULJKWV�

7KH�ILUVW�SUREOHP�IDFLQJ�GLIIHUHQW�DFWRUV�LV�KRZ�WR�DVVLJQ�WKH�SURSHUW\�ULJKWV�WR�WKH�DVVHWV
WKDW�ZHUH�IRUPHG�E\�UHWDLQHG�SURILWV�XQGHU�WKH�SURILW�UHWHQWLRQ�V\VWHPV��'XULQJ�WKH��������
H[SHULPHQWDO� VKDUH�KROGLQJ� V\VWHP� UHIRUP�� WKHVH� DVVHWV�ZHUH� UHJDUGHG�DV� WKH�62(V
� RZQ
SURSHUW\��DQG�FDWHJRUL]HG�DV�VR�FDOOHG�
HQWHUSULVH�FROOHFWLYH�VKDUHV
��TL\H�MLWL�JX���0D�������
��������6XFK�D�SUDFWLFH��KRZHYHU��KDV�EHHQ�DEDQGRQHG�GXULQJ�VPDOO�FRUSRUDWL]DWLRQ�VLQFH
������,Q�6KXQGH��WKH�FLW\�JRYHUQPHQW�QR�ORQJHU�UHFRJQL]HG�WKDW�DOO�WKH�SURILWV�UHWDLQHG�E\
62(V� XQGHU� WKH� SURILW� UHWHQWLRQ� V\VWHPV� EHORQJHG� WR� WKH� HQWHUSULVHV�� ,QVWHDG�� RQO\� WKH
DVVHWV� DFFXPXODWHG� EDVHG� RQ� WKH� HQWHUSULVH� ZHOIDUH� IXQG� DQG� WKH� ZRUNHUV
� ERQXV� IXQG�
ZKLFK� RULJLQDWHG� IURP� SDUW� RI� UHWDLQHG� SURILWV�� ZHUH� DOORZHG� WR� EH� UHFRQWUDFWHG� DV

HQWHUSULVH�HPSOR\HH�VKDUHV
��TL\H�]KLJRQJ�JX���'HQJ��������������,Q�&KXFKHQJ��ZKHUH�WKH
VWUHQJWK�RI� WKH�ORFDO�JRYHUQPHQW�ZDV�VWURQJHU� WKDQ� WKDW� LQ�DUHDV�RI�*XDQJGRQJ�SURYLQFH�
WKH�FLW\�JRYHUQPHQW�GHILQHG�DOO�DVVHWV�LQ�62(V�DV�VWDWH�DVVHWV��(GLWRULDO�%RDUG�������������

$� VHFRQG� SUREOHP�ZDV� KRZ� WR� GHDO�ZLWK� WKH� DVVHWV� WKDW� ZHUH� JHQHUDWHG� E\� JRYHUQPHQW
ORDQV�� %HIRUH� WKH� UHIRUPV�� 62(V� UHFHLYHG� PRVW� FLUFXODWLQJ� FDSLWDO� DQG� DOO� FDSLWDO
LQYHVWPHQW�IXQGV�DV�EXGJHWDU\�JUDQWV��DQG�WKH\�WKHQ�UHPLWWHG�DOO�SURILWV�DQG�D�ODUJH�VKDUH�RI
GHSUHFLDWLRQ� DOORZDQFHV� WR� WKH� JRYHUQPHQW�� 7R� UDLVH� WKH� HIILFLHQF\� RI� VWDWH� LQYHVWPHQW�
JRYHUQPHQW�SROLF\�ORDQV�GHOLYHUHG�WKURXJK�VWDWH�RZQHG�EDQNV�KDYH� LQFUHDVLQJO\� UHSODFHG
EXGJHWDU\� JUDQWV� VLQFH� ����� �7LGULFN� DQG�&KHQ�� ������ ������2YHU� WKH� SDVW� WZR� GHFDGHV�
PDQ\�62(V�ZKLFK�ZHUH�VHW�XS�RU�H[SDQGHG�E\�SROLF\�ORDQV�KDYH�SDLG�EDFN�DOO�WKH�FDSLWDO
�ORDQV�� UHFHLYHG� SOXV� LQWHUHVW�� )URP� WKHLU� SRLQW� RI� YLHZ�� WKH� HQWHUSULVH� DVVHWV� WKDW� ZHUH
IRUPHG�RQ�WKH�EDVLV�RI�WKHVH�SROLF\�ORDQV�VKRXOG�EHORQJ�WR��DQG�WKHLU�SURSHUW\�ULJKWV�VKRXOG
EH�DVVLJQHG�WR��DOO�HPSOR\HHV��)URP�WKH�JRYHUQPHQW�SRLQW�RI�YLHZ��KRZHYHU��SROLF\�ORDQV
XQGHU�WKH�VFKHPH�RI�VR�FDOOHG� 
UHSODFLQJ�DSSURSULDWLRQV�ZLWK� ORDQV
� �ER�JDL�GDL��ZHUH�QRW
JHQXLQH�EDQN�ORDQV��EXW�LQ�WKH�QDWXUH�RI�VWDWH�LQYHVWPHQWV�WKDW�ZHUH�GHOLYHUHG�LQ�WKH�IRUP
RI�EDQN�ORDQV��7KHUHIRUH��WKH�SDUW�RI�WKH�DVVHWV�RI�HQWHUSULVHV�UHODWHG�WR�SROLF\�ORDQV�VKRXOG
EH� FRQVLGHUHG� DV� VWDWH� DVVHWV�� 8S� WR� WKH� SUHVHQW�� WKH� &KLQHVH� LQYHVWPHQW� V\VWHP� KDV
XQGHUJRQH�OLWWOH�FKDQJH��DQG�WKH�FHQWUDO�JRYHUQPHQW�KDV�IDLOHG�WR�IRUPXODWH�D�XQLILHG�SROLF\
WR�GHDO�ZLWK�WKLV�SUREOHP��6XQ��������

7KH� WKLUG²DQG� SHUKDSV� PRVW� FRQWURYHUVLDO²SUREOHP� ZDV� KRZ� WR� FODULI\� WKH� SURSHUW\
ULJKWV� RI� FROOHFWLYHO\� RZQHG� HQWHUSULVHV� LQ� WKH� XUEDQ� DUHDV�� $FFRUGLQJ� WR� WKH� QRUPDO
SHUFHSWLRQ� RI� WKH� H[LVWLQJ� LQVWLWXWLRQDO� DUUDQJHPHQW�� HQWHUSULVHV� RI� WKLV� VRUW� VKRXOG� EH
RZQHG� E\� WKHLU� SUHVHQW� DQG� IRUPHU� HPSOR\HHV�� 7KHUHIRUH�� WKH� SURSHUW\� ULJKWV� RI� XUEDQ
FROOHFWLYH�HQWHUSULVHV�VKRXOG�EH�IUHHO\�DVVLJQHG�WR�WKHLU�HPSOR\HHV��LQFOXGLQJ�WKRVH�UHWLUHG
HPSOR\HHV���)URP�WKH�JRYHUQPHQW�SRLQW�RI�YLHZ��KRZHYHU��SDUW�RI�WKH�DVVHWV�RI�PDQ\�XUEDQ
FROOHFWLYH�HQWHUSULVHV�VKRXOG�EH�VWDWH�DVVHWV�EHFDXVH�WKH\�REWDLQHG�LQYHVWPHQW�IXQGV�IURP
WKH�VWDWH��DQG�RU�WKH\�ZHUH�JUDQWHG�SROLF\�ORDQV��ZLWK�SUHIHUHQWLDO�LQWHUHVW�UDWHV��� ,Q�PDQ\
FDVHV�� WKH�PDMRULW\� RI� DVVHWV� LQ� WKHVH� HQWHUSULVHV� KDYH� FRPH� IURP� LQYHVWPHQWV� E\�PDQ\
GLIIHUHQW�LQYHVWRUV��LQFOXGLQJ�LQGLYLGXDOV��FROOHFWLYHV��DQG�VWDWH�RUJDQV��8QGHU�WKH�RULJLQDO
LQVWLWXWLRQDO� FRQGLWLRQV�� UHJLVWUDWLRQ� RI� WKH� 
RZQHUVKLS� ULJKWV
� WR� WKHVH� LQYHVWPHQWV� ZDV
DEVHQW��DQG�D�VKLIW�LQ�LQYHVWRUV��LQ�SDUWLFXODU�LQVWLWXWLRQDO�LQYHVWRUV��RIWHQ�KDSSHQHG��:LWKLQ
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VXFK�D�FRQWH[W�� WKH�FODULILFDWLRQ�DQG�DVVLJQPHQW�RI� WKH�SURSHUW\� ULJKWV� LQ�XUEDQ�FROOHFWLYH
HQWHUSULVHV�LV�D�YHU\�GLIILFXOW�MRE�

7R�SURPRWH�WKH�SURJUHVV�RI�VPDOO�FRUSRUDWL]DWLRQ�DQG�WR�DYRLG�UHVLVWDQFH�IURP�HQWHUSULVHV�
PDQ\�ORFDO�JRYHUQPHQWV�VLPSO\�DEDQGRQHG�WKHLU�FODLPV�WR�VWDWH�DVVHWV�LQ�VRPH�RU�DOO�RI�WKH
XUEDQ�FROOHFWLYH�HQWHUSULVHV�XQGHU�WKHLU�MXULVGLFWLRQ��7KH�VWDWH�DVVHWV�EXUHDX[��LQ�SDUWLFXODU
WKH�1DWLRQDO�%XUHDX�RI�6WDWH�$VVHWV�0DQDJHPHQW��1%6$0���DUH�QRUPDOO\�RSSRVHG�WR�VXFK
D� SUDFWLFH�� ,Q� VRPH� DUHDV�� IRU� LQVWDQFH�� LQ� &KXFKHQJ�� WKH� JRYHUQPHQW� ODLG� DVLGH� WKH
DVVLJQPHQW� RI� SURSHUW\� ULJKWV� RI� XUEDQ� FROOHFWLYH� HQWHUSULVHV� GXULQJ� WKH� LQLWLDO� SKDVHV� RI
VPDOO�FRUSRUDWL]DWLRQ��7KH�UHYHQXHV�IURP�WKH�VDOHV�RI�DVVHWV�LQ�WKHVH�ILUPV�ZHUH�VDYHG�LQ�D
VSHFLDO�DFFRXQW�RI�WKH�0XQLFLSDO�%XUHDX�RI�6WDWH�$VVHWV�0DQDJHPHQW��DQG�WKH�JRYHUQPHQW
ZDLWHG�IRU�QHZ�SROLF\�JXLGHOLQHV�IURP�WKH�FHQWUDO�JRYHUQPHQW��(GLWRULDO�%RDUG������������
����2Q� ���1RYHPEHU� ������ WKH�1%6$0�SURPXOJDWHG� 
7HPSRUDU\�5HJXODWLRQV� XSRQ� WKH
3URSHUW\� 5LJKWV� &ODULILFDWLRQ� RI� WKH� 6WDWH� $VVHWV� LQ� &ROOHFWLYHO\� 2ZQHG� (QWHUSULVHV�

HPSKDVL]LQJ�WKH�SULQFLSOH�RI�
ZKR�HYHU�LQYHVWHG�SRVVHVVHV�WKH�SURSHUW\�ULJKWV�
�7KLV�SROLF\
GRFXPHQW� VWUHQJWKHQHG� WKH�SRZHU�RI� ORFDO� JRYHUQPHQWV� WR� WDNH� FKDUJH�RI� DIIDLUV� VXFK� DV
VWDWH�DVVHWV�PDQDJHPHQW��ILQDQFH�DQG�WD[DWLRQ�LQ�WKH�SURFHVV�RI�SURSHUW\�ULJKWV�FODULILFDWLRQ
�&KLQD� 6WDWH� $VVHWV� <HDUERRN� ������ �������� 1HYHUWKHOHVV�� LW� LV� YHU\� GLIILFXOW� RQ� PDQ\
RFFDVLRQV�WR�GLVFHUQ�ZKR�WKH�RULJLQDO�LQYHVWRUV�LQ�&2(V�ZHUH��7KHUHIRUH��WKHUH�LV�D�ORW�RI
OHHZD\� IRU� ORFDO� JRYHUQPHQW� WR� H[HUFLVH� GLVFUHWLRQDU\� SRZHU� LQ� GHDOLQJ� ZLWK� WKH
UHFRQWUDFWLQJ�RI�&2(�SURSHUW\�ULJKWV�

���� &RQVHTXHQFHV�RI�ORFDO�62(�RZQHUVKLS�UHIRUP��FKDQJHV�LQ�JRYHUQPHQW�
HQWHUSULVH�UHODWLRQV

6PDOO� FRUSRUDWL]DWLRQ� FDQ� EH� FDWHJRUL]HG� DV� DQ� LQVWLWXWLRQDO� FKDQJH� LPSRVHG� E\� ORFDO
JRYHUQPHQWV�� 7KH� TXHVWLRQ� UHPDLQV�� LV� WKH� JRYHUQPHQW� �W\SLFDOO\� ORFDO� JRYHUQPHQWV�
JUDGXDOO\�ZLWKGUDZLQJ�IURP�EXVLQHVV�GXULQJ�VPDOO�FRUSRUDWL]DWLRQ"�$V�LV�ZHOO�NQRZQ��RQH
RI� WKH� GLVDGYDQWDJHV� RI� &KLQD
V� H[LVWLQJ� 62(� V\VWHP� ZDV� WKH� H[LVWHQFH� RI� IUHTXHQW�
LQWUXVLYH� JRYHUQPHQW� LQWHUYHQWLRQ� LQ� WKH� RSHUDWLRQ� RI� HQWHUSULVHV�� 7KHUHIRUH�� RQH� RI� WKH
SULQFLSOHV� IRU� 62(� UHIRUPV� KDV� EHHQ� VHSDUDWLQJ� EXVLQHVV� IURP� JRYHUQPHQW� �]KHQJTL
IHQNDL���QDPHO\�GHFUHDVLQJ�WKH�DGPLQLVWUDWLYH�SRZHU�RI�WKH�JRYHUQPHQW�RYHU�EXVLQHVV�DQG
OHDYLQJ�PRUH�VSDFH�IRU�WKH�IXQFWLRQLQJ�RI�PDUNHW�IRUFHV��%XW�PHDQZKLOH��DV�PDQ\�DXWKRUV
�H�J��� $PVGHQ�� .RFKDQRZLF]� DQG� 7D\ORU�� ������ KDYH� DUJXHG�� GXULQJ� WKH� SURFHVV� RI
WUDQVLWLRQ�IURP�WKH�SODQQHG�WR�WKH�PDUNHW�HFRQRP\��ERWK�WKH�FHQWUDO�DQG�ORFDO�JRYHUQPHQWV
PXVW�SOD\�D�VXEVWDQWLDOO\�SRVLWLYH�UROH�LQ�SXVKLQJ�WKH�SURFHVV�IRUZDUG�

$V�IDU�DV�WKH�FDVH�RI�&KLQD
V�VPDOO�FRUSRUDWL]DWLRQ�LV�FRQFHUQHG��UDWLRQDO�ORFDO�JRYHUQPHQWV
GHILQLWHO\� ZRXOG� QRW� OLNH� WR� GR� DQ\WKLQJ� WKDW� PD\� EH� KDUPIXO� WR� WKHLU� RZQ� LQWHUHVWV�
3ODXVLEO\��VPDOO�FRUSRUDWL]DWLRQ�DV�D�SURFHVV�OHG�E\�ORFDO�JRYHUQPHQW�KDV�VWUHQJWKHQHG�WKH
FRQWURO� RI� ORFDO� JRYHUQPHQW� RYHU� UHVWUXFWXUHG� HQWHUSULVHV�� $W� WKH� FRUH� RI� VPDOO
FRUSRUDWL]DWLRQ�DUH��RI�FRXUVH�� WKH�FKDQJHV�LQ�WKH�HQWHUSULVH�V\VWHP��%HFDXVH�RI� WKH� LQWHU�
UHODWHGQHVV�RI� LQVWLWXWLRQDO� FKDQJHV�� FKDQJHV� LQ� SDUWLFXODU� LQVWLWXWLRQDO� DUUDQJHPHQWV�PD\
UHVXOW�LQ�FRUUHVSRQGLQJ�FKDQJHV�LQ�GHPDQG�IRU�FKDQJHV�RI�RWKHU�LQVWLWXWLRQDO�DUUDQJHPHQWV
DV� ZHOO� �/LQ�� ������ ����� 2QH� RI� WKH� PRWLYDWLRQV� IRU� ORFDO� JRYHUQPHQW� WR� ODXQFK� VPDOO
FRUSRUDWL]DWLRQ� ZDV� WR� SUHYHQW� WKH� HVFDODWLRQ� RI� WKH� SUREOHP� RI� LQVLGHU� FRQWURO�
$FFRUGLQJO\�� FHUWDLQ� SRVLWLYH� FKDQJHV� LQ� WKH� JRYHUQPHQW� LWVHOI� KDYH� DOVR� EHHQ� EURXJKW
DERXW�E\�VPDOO�FRUSRUDWL]DWLRQ�
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����� 5HIRUPLQJ�VWDWH�DVVHWV�PDQDJHPHQW�V\VWHP��ORFDO�JRYHUQPHQW�DV�VKDUHKROGHU
DQG�RU�YHQWXUH�FDSLWDOLVW

'XULQJ�VPDOO�FRUSRUDWL]DWLRQ��ORFDO�JRYHUQPHQW�KDV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�WKH�SURFHVV
RI� UHFRQWUDFWLQJ� IRU� SURSHUW\� ULJKWV� RI� VWDWH� DVVHWV�� $FFRPSDQ\LQJ� WKLV� SURFHVV� ZDV� WKH
UHIRUP�RI�WKH�VWDWH�DVVHWV�PDQDJHPHQW�V\VWHP��&HQWUDO�WR�WKH�UHIRUP�ZDV�D�FOHDU�VWDWHPHQW
RI� ZKLFK� JRYHUQPHQW� RUJDQ� ZRXOG� UHSUHVHQW� WKH� VWDWH� WR� KROG� DQG� PDQDJH� VWDWH�RZQHG
VKDUHV�

)URP� ����� RQZDUG�� &KLQD
V� VWDWH� DVVHWV� PDQDJHPHQW� V\VWHP� KDV� XQGHUJRQH� GUDPDWLF
RUJDQL]DWLRQDO�FKDQJHV��7KH�NH\�VWUXFWXUDO�PDQLIHVWDWLRQ�RI�WKHVH�FKDQJHV�LV�WKH�IRUPDWLRQ
RI� D� QHZ� PXOWL�WLHU� VWDWH� DVVHWV� PDQDJHPHQW� V\VWHP�� ZKLFK� FRPSULVHV� D� QHWZRUN� RI
RUJDQL]DWLRQV� DW� WKH� FHQWUDO� DQG� VXE�FHQWUDO� OHYHOV� �VHH�:RUOG�%DQN�� ������ �������� 6WDWH
$VVHWV�0DQDJHPHQW�%XUHDX[��ZKLFK�WDNH�FKDUJH�RI�WKH�SROLF\�PDNLQJ�DERXW�DQG�UHJXODWLRQ
RI� VWDWH� DVVHWV� PDQDJHPHQW�� KDYH� EHHQ� HVWDEOLVKHG� DW� IRXU� JRYHUQPHQW� OHYHOV�� QDWLRQDO�
SURYLQFLDO�� PXQLFLSDO�� DQG� FRXQW\�� %\� ������ WKH� EXUHDX[� KDG� EHHQ� HVWDEOLVKHG� LQ� DOO
SURYLQFHV�DQG�FLWLHV��DQG�LQ������SHU�FHQW�RI�FRXQWLHV��&KLQD�6WDWH�$VVHWV�<HDUERRN������
����� 'XULQJ� WKH� SHULRG� IURP� ����� WR� ������ WKH� 1DWLRQDO� %XUHDX� RI� 6WDWH� $VVHWV
0DQDJHPHQW� �1%6$0�� RUJDQL]HG� D� ODUJH�VFDOH� FDPSDLJQ� WR� YHULI\� WKH� YDOXH� RI� VWDWH
DVVHWV��5HYDOXDWLRQ�DQG�UH�UHJLVWUDWLRQ�RI�DOO�VWDWH�DVVHWV�RZQHG�DQG�RFFXSLHG�E\�62(V�DQG
QRQ�SURILW�VWDWH�RUJDQL]DWLRQV�ZHUH�FRPSXOVRU\��6LQFH������� ORFDO� JRYHUQPHQW� DW�YDULRXV
OHYHOV�KDYH�VHW�XS�D�YDULHW\�RI�VWDWH�DVVHWV�PDQDJHPHQW�FRPSDQLHV��PRVWO\�LQ�WKH�IRUP�RI
VKDUH�KROGLQJ�FRPSDQLHV�

'XULQJ�WKH�SURFHVV�RI�VPDOO�FRUSRUDWL]DWLRQ��WKH�VWDWH�DVVHWV�PDQDJHPHQW�EXUHDX[�RI�ORFDO
JRYHUQPHQWV�SOD\HG�DQ� LPSRUWDQW� UROH� LQ�SROLF\�PDNLQJ��DVVHWV�YDOXDWLRQ��SURSHUW\� ULJKWV
FODULILFDWLRQ� DQG� DVVLJQPHQW�� DQG� VR� IRUWK�� ,Q� VRPH� DUHDV�� WKH� UHVWUXFWXULQJ� RI� VPDOO� DQG
PHGLXP�VL]HG�62(V�JDYH�GLUHFW�LPSHWXV�WR�WKH�FRUSRUDWL]DWLRQ�RI�VWDWH�DVVHWV�PDQDJHPHQW
RUJDQV�� QDPHO\� WKH� VHWWLQJ�XS� RI� WKH� DERYH� PHQWLRQHG� VKDUH�KROGLQJ� FRPSDQLHV�� 7KLV
SUDFWLFH� EHFDPH� YHU\� SRSXODU� LQ� FRDVWDO� DUHDV�� ,Q� 6KXQGH�� IRU� LQVWDQFH�� IRXU� VWDWH� DVVHWV
PDQDJHPHQW�VKDUH�KROGLQJ�FRPSDQLHV�KDG�EHHQ�IRUPHG�E\�������/X��������������

,Q�RWKHU�DUHDV�ZKHUH�VPDOO�FRUSRUDWL]DWLRQ�SURFHHGHG�ZHOO��KRZHYHU��WKH�FRUSRUDWL]DWLRQ�RI
VWDWH� DVVHWV� PDQDJHPHQW� RUJDQV� VKRZHG� OLWWOH� SURJUHVV�� ,Q� &KXFKHQJ�� IRU� H[DPSOH�� WKH
0XQLFLSDO�6WDWH�$VVHWV�0DQDJHPHQW�%XUHDX�WRRN�FKDUJH�RI�ERWK�DGPLQLVWUDWLYH�UHJXODWLRQ
DQG� FRPPHUFLDO� RSHUDWLRQ� RI� VWDWH� DVVHWV�� 'XULQJ� WKH� UHVWUXFWXULQJ� RI� ORFDO� 62(V� DQG
FROOHFWLYH�ILUPV�� WKH�%XUHDX�DGPLQLVWHUHG�WKH� WUDQVIHU�RI�VWDWH�DVVHWV� IURP�VWDWH� WR�SULYDWH
KDQGV� �:X� DQG� =KDQJ�� ������ ����� 7KLV� SUDFWLFH� ZDV� GHILQLWHO\� EXUGHQHG� ZLWK
FRQWUDGLFWLRQV� DQG� FRQIOLFWV� RI� LQWHUHVW�� ,W� VHHPV� WKDW� WKH� FRUSRUDWL]DWLRQ� RI� VWDWH� DVVHWV
PDQDJHPHQW� RUJDQV� LV� DQ� LQGLVSHQVDEOH� VWHS� IRU� FRQVROLGDWLQJ� WKH� LQVWLWXWLRQDO
DFKLHYHPHQWV�RI�62(�UHVWUXFWXULQJ�

����� 7KH�VWUHQJWKHQLQJ�RI�FRUSRUDWH�JRYHUQDQFH

/LNH� RWKHU� WUDQVLWLRQ� HFRQRPLHV�� &KLQD� LV� IDFLQJ� WKH� FKDOOHQJH� RI� VWUHQJWKHQLQJ� WKH
FRUSRUDWH�JRYHUQDQFH�RI� LWV�62(V�WKURXJK�WKH� LQWURGXFWLRQ�RI�PDUNHW�RULHQWHG� LQFHQWLYHV�
2QH� RI� WKH� LQVWLWXWLRQDO� FRQVHTXHQFHV� RI� VPDOO� FRUSRUDWL]DWLRQ� LV� WKDW� WKH� FRUSRUDWH
JRYHUQDQFH� VWUXFWXUH� RI� VPDOO� DQG�PHGLXP�VL]HG�62(V�KDV� EHHQ� JUHDWO\� WUDQVIRUPHG�� ,Q
WKH� OLJKW� RI�&KLQD
V� ����� FRPSDQ\� ODZ�� DOO� UHVWUXFWXUHG� HQWHUSULVHV� VKRXOG� EH� IRUPHG� DV



��

HLWKHU� OLPLWHG� OLDELOLW\� FRPSDQLHV� RU� VKDUH� KROGLQJ� FRPSDQLHV�� DQG� WKH\� VKRXOG� VHW� XS
UHJXODU�PHHWLQJV�RI�VKDUHKROGHUV�DQG�ERDUGV�RI�GLUHFWRUV��7KLV� ODZ� UHTXLUHV�VPDOO� OLPLWHG
OLDELOLW\�FRPSDQLHV�WR�DSSRLQW�DQ�H[HFXWLYH�GLUHFWRU�UDWKHU�WKDQ�VHW�XS�D�ERDUG�RI�GLUHFWRUV�
7KDW�H[HFXWLYH�GLUHFWRU�PD\�DOVR�EH�DSSRLQWHG�DV�WKH�PDQDJHU�RI�WKH�FRPSDQ\��)RU�D�ODUJH
OLPLWHG�OLDELOLW\�FRPSDQ\�RU�D�VKDUH�KROGLQJ�FRPSDQ\��WKH�ODZ�UHTXLUHV�LW�WR�VHW�XS�D�ERDUG
RI�VXSHUYLVRUV�LQ�RUGHU�WR�VXSHUYLVH�GLUHFWRUV�DQG�VHQLRU�PDQDJHUV�DQG�WR�HQVXUH�WKDW�WKH\
IXOILO�WKHLU�UHVSRQVLELOLWLHV��$OO�RI�WKHVH�GHYHORSPHQWV�LQ�LQVWLWXWLRQ�EXLOGLQJ��DV�0DOOLQ�DQG
;LH� �����������DUJXH��FOHDUO\� LQGLFDWH� WKDW� 
DWWHQWLRQ� LV�EHLQJ�SDLG� WR� WKH�GHYHORSPHQW�RI
WKHVH�DVSHFWV�RI�FRUSRUDWH�JRYHUQDQFH�LQ�&KLQD��DQG�WKDW��ZKDW�FRXOG�EH�WHUPHG�WKH�
UXOH�RI
PDQ
��LV�EHFRPLQJ�PRUH�RULHQWHG�WRZDUGV��DQG�HPERGLHG�LQ��WKH�
UXOH�RI�ODZ
�


,Q�&KLQD��KRZHYHU��OLNH�LQ�RWKHU�PDWXUH�PDUNHW�HFRQRPLHV��WKH�TXHVWLRQ�UHPDLQV�RSHQ�DV�WR
ZKR�LV�UHDOO\�FRQWUROOLQJ�WKH�FRPSDQLHV�DIWHU�VPDOO�FRUSRUDWL]DWLRQ�DQG�KRZ�WKH�FRUSRUDWH
JRYHUQDQFH� RI� WKHVH� FRPSDQLHV� FDQ� EH� VWUHQJWKHQHG� WR� LPSURYH� WKHLU� SHUIRUPDQFH�� 7ZR
SUREOHPV�ZHUH� FRPPRQ� WR�PDQ\� FRPSDQLHV� DIWHU� UHVWUXFWXULQJ�� )LUVW�� WKH� FRQFHSW� RI� WKH
PHHWLQJV�RI�VKDUHKROGHUV�DQG�WKH�ERDUG�RI�GLUHFWRUV�LV�VR�XQIDPLOLDU�WKDW�PDQDJHUV�IHHO�DW�D
ORVV�ZKDW�WR�GR��VHFRQG��WKH�SUREOHP�RI�PDQDJHPHQW�FRQWURO�FRQWLQXHV�WR�EH�RXW�RI�FRQWURO�
VR�WKDW�QHLWKHU� WKH�ERDUG�RI�GLUHFWRUV�QRU� WKH�ERDUG�RI�VXSHUYLVRUV�FDQ�FKHFN�DQG�EDODQFH
PDQDJHUV� �VHH� (GLWRULDO� %RDUG�� ������ ������ 7KH� ODWWHU� SUREOHP� LV� D� FRQWLQXDWLRQ� RI� WKH
SUREOHP�RI�
LQVLGHU�FRQWURO
�LQ�62(V�

7KHUH�KDYH�VR�IDU�EHHQ�QR�V\VWHPDWLF�HPSLULFDO�VWXGLHV�RI�FRUSRUDWH�JRYHUQDQFH�RI� WKRVH
FRPSDQLHV� ZKLFK� KDYH� EHHQ� WUDQVIRUPHG� IURP� VPDOO� DQG� PHGLXP�VL]HG� 62(V�� EHFDXVH
VPDOO� FRUSRUDWL]DWLRQ� KDV� \HW� WR� EH� FRPSOHWHG� LQ� PDQ\� DUHDV�� ,Q� WKLV� UHVHDUFK�� ZH� DUH
FRQFHUQHG�ZLWK�WKH�TXHVWLRQ�RI�ZKHWKHU�WKH�H[WHQW�RI�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�FRUSRUDWH
RSHUDWLRQ�KDV�GHFUHDVHG�DIWHU�WKH�IRUPDO�VWUXFWXUH�RI�FRUSRUDWH�JRYHUQDQFH�KDV�EHHQ�VHW�XS�
7KHRUHWLFDOO\��WKH�HVWDEOLVKPHQW�RI�FRUSRUDWH�JRYHUQDQFH�VKRXOG�FRQVWLWXWH�DQ�LQVWLWXWLRQDO
LPSHGLPHQW�WR�JRYHUQPHQW�DGPLQLVWUDWLYH�LQWHUYHQWLRQ�LQWR�WKH�SURGXFWLYH�DQG�FRPPHUFLDO
RSHUDWLRQ� RI� HQWHUSULVHV�� ,Q� UHDOLW\�� KRZHYHU�� LW� LV� QRW� QHFHVVDULO\� WKH� FDVH�� 2Q� VRPH
RFFDVLRQV�� DIWHU� 62(V� KDYH� EHHQ� UHVWUXFWXUHG�� WKH� PDMRULW\� VKDUHV� RI� QHZO\� IRUPHG
FRPSDQLHV� DUH� KHOG� E\� VKDUHKROGLQJ� FRPSDQLHV� UXQ� E\� ORFDO� JRYHUQPHQW�� ,Q� WKHVH
FLUFXPVWDQFHV�� LW� LV� OLNHO\� WKDW�� LQ� SXUVXLW� RI� FHUWDLQ� VSHFLILF� LQWHUHVWV�� ORFDO� JRYHUQPHQW
PD\�FRQWLQXH�WR�XWLOL]H�RU�HYHQ�DEXVH�WKH�SROLWLFDO�SRZHU�WKH\�SRVVHVV�WR�LQWHUYHQH�LQ�WKH
EXVLQHVV�RI�FRPSDQLHV�

*RYHUQPHQW�LQWHUYHQWLRQ�PD\�EH�FDUULHG�RXW�GLUHFWO\�E\�DGPLQLVWUDWLYH�PHDQV�RU�LQGLUHFWO\
E\� FRPPHUFLDO� PHDQV� WKURXJK� WKH� JRYHUQPHQW� VKDUHKROGLQJ� FRPSDQLHV�� 7KURXJK
LQWHUYHQWLRQ�� ORFDO�JRYHUQPHQW�PD\�LPSRVH�XSRQ�PDQDJHUV�DQG�RWKHU�VKDUHKROGHUV�RI� WKH
FRPSDQLHV� VRPH�GHDOV� WKH\�ZRXOG� QRW� EH�ZLOOLQJ� WR� DFFHSW� XQGHU� QRUPDO� FLUFXPVWDQFHV�
)UHTXHQWO\�� VRPH� ORFDO� JRYHUQPHQWV� �RU� VWDWH�RZQHG� VKDUHKROGLQJ� FRPSDQLHV�� VHOO� WKHLU
VWDNHV� RI� D� FRPSDQ\
V� VKDUHV� WR� D� WKLUG� SDUW\� DW� D� GLVFRXQW� ZLWKRXW� FRQVXOWLQJ� ZLWK� WKH
PDQDJHUV� DQG� RWKHU� VKDUHKROGHUV� RI� WKH� FRPSDQ\�� (YHQ� LI� WKH� PDQDJHUV� DQG� RWKHU
VKDUHKROGHUV� DUH� RSSRVHG� WR� WKH� GHDO�� WKRVH� ORFDO� JRYHUQPHQWV� DUH� LQFOLQHG� WR� XVH� WKHLU
VWDWXV�DV�PDMRU�VKDUHKROGHUV�WR�IRUFH�RWKHU�PLQRU�VKDUHKROGHUV�WR�DFFHSW�WKH�GHDO��7KHUH�DUH
RQO\� WZR�SRVVLEOH� UHDVRQV� IRU� ORFDO� JRYHUQPHQW� WR�PDNH� VXFK�PRQH\�ORVLQJ� GHDOV�� )LUVW�
WKH\� DUH� IDFLQJ� D� VHYHUH� ILVFDO�FULVLV�� VR� WKDW� WKH\�DUH� HDJHU� WR� FDVK� LQ� WKH� VWDNHV� LQ� WKHLU
KDQGV��VHFRQG��WKH\�KDYH�UHFHLYHG�EULEHV�IURP�WKH�EX\HUV�
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$QRWKHU� NH\� SRLQW� LQ� FRUSRUDWH� JRYHUQDQFH� LV� WKH� ULJKW� WR� DSSRLQW� DQG� WR� GLVPLVV� WRS
PDQDJHUV�RI�WKH�HQWHUSULVH��:LWKLQ�WKH�H[LVWLQJ�&KLQHVH�LQVWLWXWLRQDO�VWUXFWXUH��KRZHYHU��DOO
PDQDJHUV�RI�62(V�DUH�FDWHJRUL]HG�DV�
FDGUHV
�DQG�WKHLU�DSSRLQWPHQW�DQG�GLVPLVVDO�LV�ILUPO\
FRQWUROOHG� E\� WKH� SDUW\�VWDWH
V� SHUVRQQHO� GHSDUWPHQWV�� 7KH� 3DUW\� 2UJDQL]DWLRQDO
'HSDUWPHQW�LV�WKH�PRVW�LPSRUWDQW�DQG�SRZHUIXO�DJHQF\�ZKLFK�KDV�WKH�XOWLPDWH�FRQWURO�RYHU
SHUVRQQHO� DERYH� D� FHUWDLQ� DGPLQLVWUDWLYH� UDQN�� WKLV� LV� WKH� SULQFLSOH� NQRZQ� DV� WKH� 
SDUW\
FRQWUROOLQJ�SHUVRQQHO
��4LDQ����������������,Q�PDQ\�SODFHV��VPDOO�FRUSRUDWL]DWLRQ�KDV�IDLOHG
WR�KDYH�DQ\�LPSDFW�XSRQ�WKH�SULQFLSOH�RI�
SDUW\�FRQWUROOLQJ�SHUVRQQHO
��)RU�H[DPSOH��GXULQJ
VPDOO� FRUSRUDWL]DWLRQ�� WKH� FLW\� JRYHUQPHQW� RI� &KXFKHQJ� VWLSXODWHG� LQ� PDQ\� SROLF\
GRFXPHQWV� WKDW� WKH� ERDUG� RI� GLUHFWRUV� ZHUH� HQWLWOHG� WR� DSSRLQW� DQG� GLVPLVV� WKH� FKLHI
PDQDJHU��WKH�GHSXW\�FKLHI�PDQDJHU��DQG�WKH�FKLHI�DFFRXQWDQW�RI� WKH�HQWHUSULVH��%XW�DW� WKH
VDPH�WLPH��WKHVH�GRFXPHQWV�DOVR�VWUHVV� WKDW�ZKHQ�D�62(�LV�VHW�XS�RU�XQGHU�UHVWUXFWXULQJ�
WKH�SDUW\�VWDWH�GHSDUWPHQWV� LQ�FKDUJH�RI�SHUVRQQHO�PDQDJHPHQW�PXVW�EH�FRQVFLHQWLRXV� LQ
WKHLU� ZRUN� RI� H[DPLQLQJ�� QRPLQDWLQJ�� DQG� DSSURYLQJ� WKH� PDQDJHUV� RI� WKH� HQWHUSULVHV
�(GLWRULDO�%RDUG������������������:KLOH� WKH�SULQFLSOH�RI�SDUW\� FRQWUROOLQJ�SHUVRQQHO�PD\
UHGXFH�WKH�FRVWV�RI�LQVLGHU�FRQWURO�DW�WKH�SUHVHQW�VWDJH�RI�UHIRUP��KRZ�WR�JUDGXDOO\�UHGXFH
WKH�DFFRPSDQ\LQJ�FRVWV�RI�SROLWLFDO�DQG�EXUHDXFUDWLF�LQWHUIHUHQFH�UHPDLQV�WR�EH�D�FKDOOHQJH
WR�&KLQD
V�IRUWKFRPLQJ�UHIRUP��FI��6HFWLRQ������

����� 7KH�SURPRWLRQ�RI�ORFDO�DGPLQLVWUDWLYH�UHIRUPV

,Q�PDQ\�DUHDV�ZKHUH�VPDOO�FRUSRUDWL]DWLRQ�KDV�EHHQ�ODXQFKHG��WKH�DGPLQLVWUDWLYH�UHIRUP�RI
ORFDO�JRYHUQPHQW�KDV�EHHQ�SURPRWHG�WR�VRPH�H[WHQW��2QH�RI�WKH�PRVW�HYLGHQW�FKDQJHV�ZDV
WKDW� PDQ\� ORFDO� JRYHUQPHQWV� DEROLVKHG� WKHLU� LQGXVWULDO� EXUHDX[�� ZKLFK� H[LVWHG� DV� RQH
KHULWDJH�RI�D�SODQQHG�HFRQRP\��%HIRUH�VPDOO�FRUSRUDWL]DWLRQ��YDULRXV�LQGXVWULDO�EXUHDX[�RI
&KXFKHQJ� FLW\� JRYHUQPHQW� DV� WKH� VXSHULRUV� RI� 62(V� RIWHQ� DVNHG� HQWHUSULVHV� WR� VSRQVRU
PDQ\� RI� WKHLU� DFWLYLWLHV�� ZKLFK� ZDV� QRW� KHOSIXO� WR� WKRVH� HQWHUSULVHV�� $IWHU� VPDOO
FRUSRUDWL]DWLRQ�� VXFK� EXUGHQV� XSRQ� HQWHUSULVHV� KDYH� EHHQ� JUHDWO\� UHGXFHG� EHFDXVH� WKHVH
JRYHUQPHQW�RUJDQV�KDYH�EHHQ�DEROLVKHG��=DQJ������������

1DWXUDOO\�� WKH� DEROLWLRQ� RI� VRPH� JRYHUQPHQW� RUJDQV� ZRXOG� HQFRXQWHU� VWURQJ� UHVLVWDQFH
IURP�EXUHDXFUDF\��,Q�4XDQ]KRX��PRUH�WKDQ����LQGXVWULDO�EXUHDX[�ZHUH�DEROLVKHG�DIWHU�WKH
&KLQD� 6WUDWHJ\� &R�� WRRN� RYHU� DOO� WKH� 62(V� DGPLQLVWHUHG� E\� WKH� FLW\� JRYHUQPHQW�� 7KH
RIILFLDOV� RI� WKHVH� RUJDQV�� WKHUHIRUH�� ZHUH� YHU\� XQKDSS\� ZLWK� WKH� GHFLVLRQ� RI� WKH� FLW\
JRYHUQPHQW��7KH\�PDQDJHG�WR�GHOLYHU�WKHLU�FRPSODLQWV�WR�WKHLU�VXSHULRUV��QDPHO\�LQGXVWULDO
GHSDUWPHQWV� LQ� WKH� FHQWUDO� JRYHUQPHQW�� DWWDFNLQJ� WKH� 4XDQ]KRX� FLW\� JRYHUQPHQW� DV� D

WUDLWRU
� E\� DSSHDOLQJ� WR� HFRQRPLF� QDWLRQDOLVP� �VHH� *X�� ������ ������� 7R� ZHDNHQ� WKH
UHVLVWDQFH� WR� VPDOO� FRUSRUDWL]DWLRQ� IURP� FHUWDLQ� EXUHDXFUDWLF� RUJDQL]DWLRQV�� VRPH� ORFDO
JRYHUQPHQWV� PDQDJHG� WR� WUDQVIRUP� WKHVH� JRYHUQPHQW� RUJDQV� LQWR� VWDWH�RZQHG
VKDUHKROGLQJ�FRPSDQLHV��=KDR������������

��� 5HPDLQLQJ�LQVWLWXWLRQDO�ERWWOHQHFNV�DQG�LPSHGLPHQWV�WR�VPDOO�FRUSRUDWL]DWLRQ

$V�GHVFULEHG�DERYH��RQH�RI�WKH�GULYLQJ�IRUFHV�IRU�VPDOO�FRUSRUDWL]DWLRQ�LV�WKDW�PDQ\�VPDOO
62(V� DQG� XUEDQ� FROOHFWLYH� HQWHUSULVHV� KDYH� DFFXPXODWHG� GDQJHURXV� OHYHOV� RI� GHEW�
7KHUHIRUH�� VPDOO� FRUSRUDWL]DWLRQ� PXVW� EH� DFFRPSDQLHG� E\� GHEW� UHVWUXFWXULQJ�� $
FRQVLGHUDEOH� QXPEHU� RI� HQWHUSULVHV� PXVW� JR� EDQNUXSW�� +RZHYHU�� WKHUH� DUH� PDQ\
LQVWLWXWLRQDO�LPSHGLPHQWV�WKDW�FRQVWLWXWH�REVWDFOHV�WR�GHEW�UHVWUXFWXULQJ�DQG�EDQNUXSWF\�



��

����� 3UREOHPV�ZLWK�GHEW�UHVWUXFWXULQJ

7KH�SUREOHP�RI�KLJK�LQGHEWHGQHVV�KDV�LWV�URRWV�LQ�WKH�H[LVWLQJ�62(�LQVWLWXWLRQDO�VWUXFWXUH�
)LUVW�� ZLWKRXW� DQ� LQVWLWXWLRQDO� DUUDQJHPHQW� IRU� FDSLWDOL]DWLRQ�� PDQ\� 62(V� ZHUH� VHW� XS
DOPRVW�WRWDOO\�E\�EDQN�ORDQV��6HFRQG��ZLWKRXW�UHFDSLWDOL]DWLRQ��WKH�GDLO\�RSHUDWLRQ�RI�WKHVH
HQWHUSULVHV�DOVR�KHDYLO\�GHSHQGHG�XSRQ�EDQN�ORDQV��$QG�WKLUG��PDQ\�LQFRUUHFW�LQYHVWPHQW
GHFLVLRQV�RI�62(V�ZHUH�DFWXDOO\�PDGH�E\� WKRVH�JRYHUQPHQW�RUJDQV� WKDW� FRQWUROOHG� WKHVH
HQWHUSULVHV�

$V�D�PDWWHU�RI�IDFW��WKH�SUREOHP�RI�KLJK�LQGHEWHGQHVV�LV�DOVR�FRPPRQ�DPRQJ�ODUJH�62(V�
DQG�FRQVWLWXWHV� D�PDMRU�REVWDFOH� WR� WKHLU� UHVWUXFWXULQJ� LQ� WKH�GLUHFWLRQ�RI� FRUSRUDWL]DWLRQ�
6PDOO�FRUSRUDWL]DWLRQ�LV�UHODWLYHO\�HDV\�WR�SXVK�IRUZDUG�SDUWO\�EHFDXVH�WKH�DPRXQW�RI�EDG
GHEW�LQ�WKH�VPDOO�DQG�PHGLXP�VL]HG�62(�VHFWRU�LV�UHODWLYHO\�VPDOO��DOWKRXJK�WKH�GHEW�DVVHW
UDWLR�LQ�WKLV�VHFWRU�LV�UHODWLYHO\�KLJKHU��7DEOH������

'XULQJ�VPDOO�FRUSRUDWL]DWLRQ��WKHUH�HPHUJHG�PDQ\�ZD\V�RI�GHDOLQJ�ZLWK�GHEW�UHVWUXFWXULQJ�
,Q� JHQHUDO��ZKDW�QHZ� LQYHVWRUV�ERXJKW�ZHUH� WKH�QHW� DVVHWV�RI�62(V��7KDW� LV� WR� VD\�� WKH\
JDLQHG�WKH�DVVHWV�ZKLOH�WKH\�PXVW�EHDU�WKH�GHEWV��)RU�WKH�VDOHV�RI�WKRVH�HQWHUSULVHV�ZKRVH
QHW�DVVHWV�ZHUH�QHJDWLYH��ORFDO�JRYHUQPHQWV�PDQDJHG�WR�DWWUDFW�SRWHQWLDO�EX\HUV�E\�RIIHULQJ
D� YDULHW\� RI� SUHIHUHQWLDO� VFKHPHV�� VXFK� DV� UHGXFWLRQ� RI� ODQG� XVH� IHHV� DQG� WD[� UHEDWHV�� ,Q
VRPH�FDVHV�RI�UHVWUXFWXULQJ�62(V�LQWR�VKDUH�KROGLQJ�FR�RSHUDWLYHV��YDULRXV�W\SHV�RI�GHEW�
HTXLW\�VZDS�VFKHPHV�ZHUH�DGRSWHG��([SHUW�*URXS��������������

7KH� SUREOHP� RI� GHEW� UHVWUXFWXULQJ� FDQ� EH� UHVROYHG� UHODWLYHO\� HDVLO\� LI� WKH� ILUVW� WKUHH
PHWKRGV� IRU� VPDOO� FRUSRUDWL]DWLRQ�PHQWLRQHG� LQ� 6HFWLRQ� ���� DUH� DGRSWHG� E\� ORFDO� DFWRUV�
+RZHYHU�� LI� WKH� GHEW� EXUGHQ� RI� D� 62(� LV� WRR� KHDY\� WR� DWWUDFW� DQ\RQH� WR� EX\� LW� DQG
EDQNUXSWF\�LV�DOVR�QRW�D�JRRG�PHDVXUH��OHDVLQJ�RIIHUV�D�ODVW�ZD\�RXW��1R�OHDVHH�ZRXOG�OLNH
WR�XQGHUWDNH�DOO�RU�SDUW�RI�GHEWV�LQ�HQWHUSULVHV��8QGHU�VXFK�FRQVHTXHQFHV��D�FRPPRQ�VWHS
ZDV�WKDW�WKH�RZQHUV�RI�ORFDO�62(V��L�H��ORFDO�JRYHUQPHQWV��IUR]H�WKH�H[LVWLQJ�EDQN�DFFRXQWV
RI�WKH�OHDVHG�HQWHUSULVHV�DQG�RSHQHG�QHZ�EDQN�DFFRXQWV�IRU�WKHP��7KH�SDUW�RI�WKH�GHEWV�WKDW
WKH�OHDVHHV�GLG�QRW�XQGHUWDNH�XQGHU�WKH�OHDVLQJ�DJUHHPHQWV�ZDV�QRW�FRXQWHG�LQWR�WKH�QHZ
DFFRXQWV�� 7KH� SUREOHP� RI� GHEW� UHVWUXFWXULQJ�ZRXOG� EH� GHDOW�ZLWK� DIWHU� WKH� RSHUDWLRQV� RI
WKRVH� HQWHUSULVHV� EHJDQ� WR� LPSURYH� �([SHUW� *URXS�� ������ ���� %XW�� EHFDXVH� RI� WKH
LQIRUPDWLRQ� DV\PPHWU\�� OHDVHHV� KDG� PDQ\� SRVVLELOLWLHV� WR� VWLOO� REWDLQ� PDQ\� VXEVWDQWLDO
EHQHILWV�ZLWKRXW�LPSURYLQJ�WKH�RSHUDWLRQV�RI�WKH�HQWHUSULVHV��,Q�RWKHU�ZRUGV��WKH�SUREOHPV
RI� LQVLGHU� FRQWURO� DQG� VSRQWDQHRXV� SULYDWL]DWLRQ� XQGHU� WKH� VWUXFWXUH� RI� WKH� H[LVWLQJ
PDQDJHPHQW�UHVSRQVLELOLW\�V\VWHPV�ZRXOG�EHFRPH�ZRUVH�XQGHU�OHDVLQJ��7KHUHIRUH��OHDVLQJ
DV�D�WUDQVLWLRQDO�LQVWLWXWLRQDO�DUUDQJHPHQW�VKRXOG�QRW�EH�DGRSWHG�XQOHVV�RXWVLGHU�FRQWURO�FDQ
HDVLO\�EH�FDUULHG�RXW��DQG�LI�DGRSWHG�PXVW�EH�XVHG�IRU�RQO\�D�UHDVRQDEO\�VKRUW�SHULRG�

����� ,QVWLWXWLRQDO�OLPLWV�IRU�FRUSRUDWH��HQWHUSULVH��EDQNUXSWF\

0DQ\�VPDOO�DQG�PHGLXP�VL]HG�62(V�DUH�UXQQLQJ�DW�D�KHDY\�ORVV�DQG�WKHLU�GHEW�DVVHW�UDWLR
LV�WRR�KLJK��,I�WKH\�RSHUDWHG�LQ�D�PDWXUH�PDUNHW�HFRQRP\��WKH�RQO\�ZD\�RXW�IRU�WKHP�ZRXOG
EH� EDQNUXSWF\�� ,Q� &KLQD�� KRZHYHU�� D� XQLILHG� OHJDO� IUDPHZRUN� IRU� FRUSRUDWH� �HQWHUSULVH�
EDQNUXSWF\� LV� VWLOO� DEVHQW�� &RUSRUDWH� EDQNUXSWF\� LV� EDVLFDOO\� FRQWUROOHG� E\� ORFDO
JRYHUQPHQW�� $� EDQNUXSWF\� ODZ� IRU� VWDWH�RZQHG� HQWHUSULVHV� �KHUHDIWHU� UHIHUUHG� WR� DV� WKH
%DQNUXSWF\�/DZ��ZDV�SDVVHG�E\�WKH�&KLQHVH�3HRSOH
V�&RQJUHVV�DV�HDUO\�DV�'HFHPEHU�����
�VHH�&KDQJ���������+RZHYHU��FDVHV�RI�FRUSRUDWH�EDQNUXSWF\�ZHUH�YHU\�UDUH�XQWLO�������,Q
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2FWREHU� ������ WKH� FHQWUDO� JRYHUQPHQW� LVVXHG� D� SROLF\�� SXVKLQJ� DQ� H[SHULPHQW� ZLWK
FRUSRUDWH�EDQNUXSWF\�LQ����FLWLHV��/DWHU��WKH�UHIRUP�H[SHULPHQW�ZDV�H[WHQGHG�LQ�����FLWLHV�
7RS�SULRULW\�ZDV�JLYHQ�WR�PDNLQJ�SURSHU�DUUDQJHPHQWV�IRU�WKH�SODFHPHQW�RU�UH�HPSOR\PHQW
RI� WKH� ZRUNHUV� RI� EDQNUXSW� HQWHUSULVHV�� $FFRUGLQJ� WR� WKH� QHZ� SROLF\�� WKH� VR�FDOOHG

DOORZDQFH�IRU�ZRUNHUV
�SODFHPHQW
��]KLJRQJ�DQ]KL�IHL��ZDV�DOORZHG�WR�EH�UHWULHYHG�IURP�WKH
HQWHUSULVH�DVVHWV�DIWHU�OLTXLGDWLRQ��$IWHU�WKH�LPSOHPHQWDWLRQ�RI�WKLV�
SUHIHUHQWLDO
�SROLF\��WKH
FDVHV�RI�FRUSRUDWH�EDQNUXSWFLHV�UDSLGO\�LQFUHDVHG��DQG�UHDFKHG�WKH�SHDN�QXPEHU�RI�������LQ
����� �VHH�)LJXUH������� ,W� LV�ZRUWK�QRWLQJ� WKDW�RQO\�����SHU� FHQW�RI� EDQNUXSWF\� FDVHV�ZDV
ILOHG�E\�FUHGLWRU�EDQNV��7KH�YDVW�PDMRULW\�RI�FRUSRUDWH�EDQNUXSWFLHV�ZHUH�SXVKHG�IRUZDUG
E\�ORFDO�JRYHUQPHQW��VHH�&DR��������

$PRQJ� WKH� FDVHV� RI� FRUSRUDWH� EDQNUXSWF\�� PDQ\� IHOO� LQWR� WKH� FDWHJRU\� RI� 
EDQNUXSWF\
IUDXGV�
�:LWK�WKH�VXSSRUW�IURP�ORFDO�JRYHUQPHQWV��VRPH�EDQNUXSW�HQWHUSULVHV�PDQDJHG� WR
GHFUHDVH�WKH�UHSD\PHQW�WR�FUHGLWRUV�WR�WKH�JUHDWHVW�H[WHQW�E\�LQFUHDVLQJ�WKH�DOORZDQFHV�IRU
ZRUNHUV
�UHSODFHPHQW�DQG�XQGHUYDOXLQJ�WKH�DVVHWV��7DQ���������6WDWH�%DQNV�DQG�WKH�FHQWUDO
JRYHUQPHQW�ZHUH�KHDYLO\�KLW�E\�EDQNUXSWF\�IUDXGV��EHFDXVH�WKH�PDMRU�FUHGLWRUV�RI�EDQNUXSW
HQWHUSULVHV�ZHUH�VWDWH�EDQNV�DQG�WKH�IRXU�ELJJHVW�&KLQHVH�EDQNV�DUH�RZQHG�E\�WKH�FHQWUDO
JRYHUQPHQW�� /RFDO� JRYHUQPHQWV� DQG� HQWHUSULVHV� ZHUH� WKH� EHQHILFLDULHV� RI� EDQNUXSWF\
IUDXGV��0DQ\�
EDQNUXSW�HQWHUSULVHV
�UHRSHQHG�ZLWKRXW�DQ\�RUJDQL]DWLRQDO�UHVWUXFWXULQJ�DIWHU
FDVWLQJ�RII�WKHLU�GHEW�EXUGHQV��VHH�=KDQJ��������7DQ���������%HFDXVH�RI�WKH�IORXULVKLQJ�RI
EDQNUXSWF\� IUDXGV�� WKH� FHQWUDO� JRYHUQPHQW� LVVXHG� D� QHZ� UHJXODWLRQ�� DLPLQJ� DW� PDNLQJ
EDQNUXSWF\� 
EH� IRUPDOL]HG
��7KLV�QHZ�SROLF\�VWUHQJWKHQHG�WKH�YHWR�SRZHU�RI�EDQNV��ZKLOH
WKH�SRZHU�RI�ORFDO�JRYHUQPHQWV�ZDV�QRW�GHFUHDVHG��:LWKRXW�DQ�LQVWLWXWLRQDO�IUDPHZRUN�LQ
ZKLFK� WKH� FRQIOLFW� RI� LQWHUHVWV� DPRQJ� GLIIHUHQW� SDUWLHV� FDQ� EH� HDVHG�� WKH� QXPEHU� RI
EDQNUXSWF\�FDVHV�GHFUHDVHG�LQ�������VHH�)LJXUH������

$V�PDQ\� LQVWLWXWLRQDO� REVWDFOHV� H[LVW�� EDQNUXSWF\� LV� QRUPDOO\� XVHG� DV� WKH� ODVW� UHVRUW� IRU
HQWHUSULVH� UHVWUXFWXULQJ� GXULQJ� VPDOO� FRUSRUDWL]DWLRQ�� 0DQ\� 62(V� WKDW� VXVWDLQ� FKURQLF
ORVVHV� KDYH� WR� FRQWLQXH� WKHLU� RSHUDWLRQV��ZKLFK� KDV� GUDJJHG� GRZQ� WKH� RYHUDOO� HFRQRPLF
HIIHFW� RI� VPDOO� FRUSRUDWL]DWLRQ�� +RZHYHU�� WKH� LPSURYHPHQW� RI� WKH� &KLQHVH� EDQNUXSWF\
LQVWLWXWLRQV�PXVW�ZDLW�IRU�WKH�FKDQJHV�LQ�PDQ\�RWKHU�LQVWLWXWLRQDO�UHDOPV��$�FULWLFDO�LVVXH�LV
WKH�UHIRUP�RI�WKH�EDQNLQJ�V\VWHP��VR�WKDW�WKHUH�ZRXOG�EH�DQ�LQFHQWLYH�VWUXFWXUH�IRU�EDQNV�WR
SOD\� DQ� DFWLYH� DQG� SRVLWLYH� UDWKHU� WKDQ� SDVVLYH� UROH� LQ� FRUSRUDWH� EDQNUXSWFLHV�� $QRWKHU
LPSRUWDQW�LVVXH�LV�WR�DPHQG�WKH�UXOHV�RI�WKH�JDPH��JUDGXDOO\�GHFUHDVLQJ�WKH�LQWHUYHQWLRQ�RI
ORFDO�JRYHUQPHQWV�LQ�WKH�SURFHVV�RI�FRUSRUDWH�EDQNUXSWF\�DQG�HYHQWXDOO\� IRUFLQJ� WKHP�WR
ZLWKGUDZ�FRPSOHWHO\�IURP�WKH�OHJDO�SURFHVV�

����� 5HIRUP�RI�WKH�VRFLDO�VHFXULW\�V\VWHP

7KH�PDLQ�UHDVRQ�WKDW�WKH�DXWKRULWLHV�DUH�XQZLOOLQJ�WR�DOORZ�WHFKQLFDOO\�EDQNUXSW�HQWHUSULVHV
WR� UHDOO\� JR� EDQNUXSW� LV� EHFDXVH� RI� WKH� LQDGHTXDF\� RI� &KLQD
V� VRFLDO� VHFXULW\� V\VWHP�
'XULQJ� WKH� SURFHVV� RI� WKH� HQWHUSULVH� UHIRUP�� LQFOXGLQJ� VPDOO� FRUSRUDWL]DWLRQ�� RQH� RI� WKH
WRXJKHVW�SUREOHPV�IDFLQJ�ERWK�FHQWUDO�DQG�ORFDO�JRYHUQPHQWV�LV�KRZ�WR��DQG�ZKR�VKRXOG�
SD\� FRPSHQVDWLRQV� WR� UHWLUHG� DQG� ODLG�RII� ZRUNHUV�� $V� D� PDWWHU� RI� IDFW�� D� OLIHWLPH
HPSOR\PHQW�V\VWHP�KDV�EHHQ�RSHUDWHG�LQ�WKH�VWDWH�VHFWRU�IRU�PRUH�WKDQ�IRXU�GHFDGHV��DQG
WR� FDUU\� RXW� WKH� JRYHUQPHQW� SROLF\� RI� IXOO� HPSOR\PHQW� D� JUHDW� QXPEHU� RI� UHGXQGDQW
ZRUNHUV�KDYH�EHHQ�HPSOR\HG�E\�62(V��$FFRUGLQJ�WR�D�VXUYH\�RI�����62(V�FRQGXFWHG�E\
WKH�:RUOG�%DQN�LQ�������DERXW����SHU�FHQW�RI�WKH�PDQDJHUV�LQWHUYLHZHG�DFNQRZOHGJHG�WKDW
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WKHUH� ZHUH� FRQVLGHUDEOH� QXPEHUV� RI� UHGXQGDQW� ZRUNHUV� LQ� WKH� HQWHUSULVHV� XQGHU� WKHLU
PDQDJHPHQW��VHH�7DEOH������

TABLE  3.7  REDUNDANT WORKERS IN 142 SOES, FIRST QUARTER OF 1994

Percentage of redundant workers in total employment Share in surveyed enterprises

More than 30
20 to 30
10 to 20
5 to 10

17.0
16.2
26.8
24.6

Source: World Bank (1996: 14).

6RPH�IUDJPHQWDU\�VXUYH\V�FRQGXFWHG�E\�&KLQHVH�HFRQRPLVWV�VXJJHVW� WKDW� WKH�SUREOHP�RI
RYHUPDQQLQJ�ZDV� HYHQ�PRUH� VHYHUH�� ,W� DV� HVWLPDWHG� WKDW� LQ� WKH�PLG�����V� WKHUH�ZHUH� DW
OHDVW����PLOOLRQ�UHGXQGDQW�ZRUNHUV�LQ�62(V��DPRXQWLQJ�WR�RQH�WKLUG�RI�WKH�WRWDO�QXPEHU�RI
HPSOR\HHV� �VHH� /LQ� HW� DO��� ������ ����� <DQJ� HW� DO��� ������ ������ *HQHUDOO\� VSHDNLQJ�� WKH
TXDOLW\� RI� ZRUNHUV� LQ� WKH� VHFWRU� RI� VPDOO� DQG� PHGLXP�VL]HG� 62(V� �PHDVXUHG� E\� WKHLU
HGXFDWLRQDO�OHYHO�DQG�VNLOO��LV�ORZHU�WKDQ�WKDW�RI�WKRVH�ZKR�HPSOR\HG�E\�ODUJH�62(V��VHH�/L
DQG�:HL�����������������$V�D�UHVXOW��WKH�SURSRUWLRQ�UH�HPSOR\HG�RI�WKRVH�ODLG�RII�E\�VPDOO
DQG�PHGLXP�VL]HG�62(V�LV�OLNHO\�WR�EH�ORZ�

&KDQJHV� LQ� GLIIHUHQW� LQVWLWXWLRQDO� UHDOPV� DUH� LQWHUORFNHG�� 7KH� VPRRWK� SURJUHVV� RI� VPDOO
FRUSRUDWL]DWLRQ�LV�GHSHQGHQW�XSRQ�KRZ�IDVW�D�VRFLDO�VDIHW\�QHW�FDQ�EH�EXLOW�XS��:LWKLQ�WKH
SUH�UHIRUP�LQVWLWXWLRQDO�VWUXFWXUH��WKHUH�ZDV�QR�JHQXLQH�VRFLDO�VHFXULW\�V\VWHP��EXW�RQO\�D
ZRUN�XQLW�EDVHG� RQH�� 3HQVLRQV� ZHUH� SDLG� E\� WKH� ZRUN�XQLWV� IURP� ZKLFK� WKH� SHQVLRQHU
UHWLUHG�� 0HGLFDO� H[SHQVHV� RI� DOO� FXUUHQW� DQG� UHWLUHG� HPSOR\HHV� ZHUH� DOVR� SDLG� E\� WKHLU
ZRUN�XQLWV�� 6XFK� D� ZRUN�XQLW�EDVHG� VRFLDO� VHFXULW\� V\VWHP� FRQVWLWXWHV� DQ� LQVWLWXWLRQDO
LPSHGLPHQW�WR�DQ\�UDGLFDO�RUJDQL]DWLRQDO�UHVWUXFWXULQJ�RI�HQWHUSULVHV�

&KLQD
V� UHIRUP� RI� WKH� SHQVLRQ� SURYLVLRQ� V\VWHP� VWDUWHG� LQ� ������ $Q� XQHPSOR\PHQW
LQVXUDQFH� VFKHPH� FRYHULQJ� 62(� ZRUNHUV� ZDV� HVWDEOLVKHG� LQ� ������ $� FRPSUHKHQVLYH
UHIRUP�RI�WKH�SXEOLF�PHGLFDO�FDUH�V\VWHP�EHJDQ�LQ�������:KDW�WKHVH�UHIRUPV� LQ�GLIIHUHQW
UHDOPV�RI�WKH�VRFLDO�VHFXULW\�V\VWHP�KDYH�LQ�FRPPRQ�LV�WKDW�QHZ�SURJUDPPHV�DUH�VHW�XS�LQ
WKH� IRUP� RI� D� VRFLDO� SRROLQJ� V\VWHP�� (QWHUSULVHV� �HPSOR\HUV�� DQG� LQGLYLGXDO� ZRUNHUV
�HPSOR\HHV�� SDUWLFLSDWLQJ� LQ� SRROLQJ� SURJUDPPHV� SXW� D� SRUWLRQ� RI� WKHLU� WRWDO�ZDJHV� LQWR
GLIIHUHQW� LQVXUDQFH� IXQGV�ZKLFK� DUH�PDQDJHG�E\� ORFDO� JRYHUQPHQW��&RQWULEXWLRQ� UDWHV� WR
GLIIHUHQW�LQVXUDQFH�IXQGV�LQ�GLIIHUHQW�DUHDV�DUH�DOVR�GHFLGHG�E\�WKH�ORFDO�JRYHUQPHQW��VHH
:KLWH�DQG�6KDQJ���������,Q�WKH�ODWH�����V�DQG�WKH�HDUO\�����V��WKHVH�UHIRUPV�ZHUH�FDUULHG
RXW� H[SHULPHQWDOO\�� DQG� WKH� FRYHUDJH� RI� WKH� QHZ� LQVXUDQFH� SURJUDPPHV� ZDV� OLPLWHG� WR
62(�HPSOR\HHV��7KHVH�VRFLDO�SRROLQJ�SURJUDPPHV��ZKLFK�ZHUH�EDVLFDOO\�DGPLQLVWHUHG�E\
FLW\�RU�FRXQW\�JRYHUQPHQWV��ZHUH�WRR�GHFHQWUDOL]HG�DQG�ORFDOL]HG�WR�EH�RSHUDWHG�HIILFLHQWO\�
,Q�WKH�PLG�����V�DQG�ODWH�����V�� WKH�VRFLDO�VHFXULW\� UHIRUPV�KDYH�DFFHOHUDWHG��PRYLQJ� LQ
WKH�GLUHFWLRQ�RI�H[WHQGLQJ�FRYHUDJH� WR�HPSOR\HHV� LQ� WKH�QRQ�VWDWH� VHFWRU�DQG�PRYLQJ� WKH
DGPLQLVWUDWLRQ�RI�VRFLDO�SRROLQJ�SURJUDPPHV�WR�WKH�SURYLQFLDO�OHYHO�

,Q�VRPH�DUHDV��VPDOO�FRUSRUDWL]DWLRQ�DQG�VRFLDO�VHFXULW\�UHIRUPV�DUH�PXWXDOO\� UHLQIRUFLQJ�
0DQ\� IXQFWLRQV� RI� GHOLYHULQJ� VRFLDO� VHFXULW\� SURYLVLRQV� KDYH� EHHQ� JUDGXDOO\� VKLIWHG� LQWR
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WKH� KDQGV� RI� VRFLDO� LQVXUDQFH� RUJDQL]DWLRQV� UXQ� E\� ORFDO� JRYHUQPHQW�� 'XULQJ� VPDOO
FRUSRUDWL]DWLRQ��WKH�6KXQGH�PXQLFLSDO�JRYHUQPHQW�UDLVHG�VRPH�IXQGV�IURP�VWDWH�DVVHW�VDOHV
WR� VHW� XS� DQ� LQVXUDQFH� FRPSDQ\�� ZKLFK� WRRN� RYHU� DOO� WKH� SHQVLRQV� RI� UHVWUXFWXUHG
HQWHUSULVHV��6LQFH�������WKH�FLW\�JRYHUQPHQW�KDV�LPSRVHG�FRPSXOVRU\�ROG�DJH�DQG�PHGLFDO
LQVXUDQFH�V\VWHPV�XSRQ�DOO�HPSOR\HHV��([SHUW�*URXS���������������

%HFDXVH� WKH� FHQWUDO� JRYHUQPHQW� KDV� VR� IDU� QRW� LPSRVHG� D� XQLILHG� SROLF\�� WKH� VSHHG� DQG
VFRSH�RI�VRFLDO�VHFXULW\�UHIRUPV�YDU\�IURP�SODFH�WR�SODFH��7KH�PHDVXUHV�DGRSWHG�E\�ORFDO
JRYHUQPHQWV�WR�GHDO�ZLWK�VRFLDO�VHFXULW\�SUREOHPV�GXULQJ�VPDOO�FRUSRUDWL]DWLRQ�DUH�YDULRXV�
DQG�PDQ\�PD\�QRW�EH�KHOSIXO�IRU�EXLOGLQJ�XS�D�QHZ�VRFLDO�VHFXULW\�V\VWHP��$OWKRXJK�ORFDO
H[SHULPHQWV� KDYH� WKHLU� DGYDQWDJHV� LQ� VWLPXODWLQJ� LQQRYDWLRQV� LQ� RZQHUVKLS� UHVWUXFWXULQJ
DQG� RWKHU� PLFUR�OHYHO� UHIRUPV�� WKH� HVWDEOLVKPHQW� RI� D� PHDQLQJIXO� DQG� ZHOO� IXQFWLRQLQJ
VRFLDO� VHFXULW\� V\VWHP� IRU� WKH� &KLQHVH� SXEOLF� LV� FHUWDLQO\� EH\RQG� WKH� FDSDFLW\� RI� ORFDO
H[SHULPHQWV�� 7KH� FHQWUDO� DQG� SURYLQFLDO� JRYHUQPHQWV� KDYH� WR� SOD\� D� OHDGLQJ� UROH� LQ� WKH
SURFHVV�
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��� 79(�SURILOH�DQG�79(�PLUDFOH


7RZQVKLS�DQG�YLOODJH�HQWHUSULVH
��79(��LV�D�VSHFLILF�&KLQHVH�WHUP�WR�LGHQWLI\�WKRVH�ILUPV
WKDW�DUH�HLWKHU�FROOHFWLYHO\�HVWDEOLVKHG�E\�RU�LQLWLDOO\�EDVHG�RQ�DQG�FORVHO\�DVVRFLDWHG�ZLWK
UXUDO�FRPPXQLWLHV�VXFK�DV�WRZQVKLSV�DQG�YLOODJHV��7KLV� WHUP�KDV� LQFUHDVLQJO\�EHFRPH�DQ
DGPLQLVWUDWLYH� DQG� KLVWRULFDO� LFRQ� UDWKHU� WKDQ� HFRQRPLF� RQH�� %XW� LW� LV� D� YHU\� LPSRUWDQW
FRQFHSW�IRU�RXU�XQGHUVWDQGLQJ�RI�&KLQD
V�UHIRUP�DQG�GHYHORSPHQW�VLQFH�WKH�ODWH�����V�

,Q�RIILFLDO�VWDWLVWLFV�79(V�FRYHU�D�ZLGH�UDQJH�RI�RZQHUVKLS�FDWHJRULHV��LQFOXGLQJ�FROOHFWLYH
RZQHUVKLS� E\� WRZQVKLS� DQG� YLOODJH� FRPPXQLWLHV�� SULYDWH� RZQHUVKLS� E\� KRXVHKROGV� DQG
JURXSV� RI� KRXVHKROGV�� MRLQW� RZQHUVKLS� E\� GRPHVWLF� DQG� IRUHLJQ� LQYHVWRUV�� DQG� MRLQW
RZQHUVKLS� E\� GRPHVWLF� VKDUHKROGHUV� �7DEOH� ������ 7KH� VHFWRU� GRHV� QRW� LQFOXGH� 62(V� DQG
HQWHUSULVHV�RZQHG�E\�XUEDQ�FROOHFWLYHV��DOWKRXJK�LW�GRHV�LQFOXGH�HQWHUSULVHV�RZQHG�MRLQWO\
E\�XUEDQ�DQG�UXUDO�HQWHUSULVHV�

,Q� 7DEOH� ����� HQWHUSULVHV� XQGHU� WKH� RZQHUVKLS� FDWHJRU\� RI� WRZQVKLS� DQG� YLOODJH� DUH
W\SLFDOO\� WKRVH� ZLWK� GRPLQDQW� FRPPXQLW\� RZQHUVKLS� RU� MRLQW�VWRFN� FR�RSHUDWLYHV
RULJLQDWHG� IURP� RZQHUVKLS� WUDQVIRUPDWLRQ� RI� FROOHFWLYH� 79(V� DQG� IURP� FR�RSHUDWLRQ� RI
SULYDWH�ILUPV��,Q�WKH�GLVFXVVLRQ�WKDW�IROORZV��ZH�XVH�
FRUH�79(V
�WR�GHQRWH�WKRVH�79(V�ZLWK
GRPLQDQW�FRPPXQLW\�RZQHUVKLS�RU�ZKLFK�DUH�MRLQW�VWRFN�FR�RSHUDWLYHV��7KH�WHUP�79(�LV
WKHQ�XQGHUVWRRG�LQ�WKH�EURDGHU�VHQVH�RI�DOO�UXUDO�HQWHUSULVHV�OLVWHG�LQ�7DEOH������ZKHUH�UXUDO
SULYDWH� ILUPV�DUH� LQFOXGHG� LQ� WKH� FDWHJRU\�RI� WKRVH� UXQ�E\� LQGLYLGXDO�KRXVHKROGV�RU� MRLQW
KRXVHKROGV�

,Q� ������ WKH� FRUH� 79(V� FRQWULEXWHG� DERXW� ��� SHU� FHQW� WR� WKH� WRWDO� UHYHQXH� DQG� WRWDO
HPSOR\PHQW� RI� WKH�ZKROH�79(� VHFWRU�� DQG� DERXW� ��� SHU� FHQW� WR� WKH� WRWDO� SUH�WD[� SURILWV
�SURILWV� DQG� WD[HV��� %\� ������ WKH� FRUUHVSRQGLQJ� SURSRUWLRQV� LQ� WRWDO� UHYHQXH� GHFUHDVHG
UHODWLYHO\�VOLJKWO\�WR�DERXW����SHU�FHQW��EXW�WKRVH�LQ�WRWDO�HPSOR\PHQW�DQG�LQ�WRWDO�SUH�WD[
SURILWV�GHFUHDVHG�VLJQLILFDQWO\�WR����DQG����SHU�FHQW��UHVSHFWLYHO\��2QH�RI�WKH�PDLQ�UHDVRQV
IRU� WKH� GHFUHDVH� LQ� FRUH�79(�SURSRUWLRQV� LV� WKH� HQWU\� RI� ODUJH� QXPEHUV� RI� VPDOO� SULYDWH
ILUPV�DV�LQGLFDWHG�E\�WKH�URZ�RQ�QXPEHU�RI�ILUPV��7KH�IDFW�WKDW�WKH�UHODWLYHO\�VWDEOH�VKDUHV
RI�FRUH�79(V�LQ�79(�WRWDO�UHYHQXH�KDV�EHHQ�DFFRPSDQLHG�E\�WKH�VLJQLILFDQW�GHFUHDVHV�RI
WKHLU� HPSOR\PHQW� DQG� SUH�WD[� SURILWV� VKDUHV� LQGLFDWHV� WKDW�� DOWKRXJK� WKH� LPSUHVVLYH
SHUIRUPDQFH� RI� DOO� 79(V� LV� DOVR� WUXH� IRU� WKH� FRUH�79(V�� WKH� FRUH� 79(V� DSSHDU� WR� KDYH



��

EHFRPH�PRUH� FDSLWDO�LQWHQVLYH� DQG� UHODWLYHO\� OHVV�SURILWDEOH��:KLOH� WKHLU� WRWDO� QXPEHU�RI
ILUPV� UHPDLQHG� VWDEOH�� WKH� DYHUDJH� HPSOR\PHQW� VL]HV� RI� WRZQVKLS�� DQG� YLOODJH�UXQ
HQWHUSULVHV�LQFUHDVHG�VLJQLILFDQWO\��IURP����DQG����SHUVRQV�LQ������WR����DQG����SHUVRQV�LQ
������ UHVSHFWLYHO\��%\�FRQWUDVW�� WKH�DYHUDJH�HPSOR\PHQW� VL]HV�RI�SULYDWH� ILUPV� LQFUHDVHG
LQVLJQLILFDQWO\��IURP�����SHUVRQV�LQ������WR�����SHUVRQV�LQ�������,Q�IDFW��PRUH�WKDQ�KDOI�RI
KRXVHKROG�UXQ� ILUPV� DUH� HQJDJHG� LQ� UHWDLO� VDOHV� DQG� FDWHULQJ� VHUYLFHV�� DQG� PRVW� RI
KRXVHKROG�UXQ� LQGXVWULDO� ILUPV� GR� SLHFHZRUN� IRU� RU� VXE�FRQWUDFW�ZLWK� FRUH�79(V�� 62(V�
DQG�RWKHU�FRUSRUDWH�ILUPV��6HFWLRQ������7DEOH������6XQ��������

7KH� UDQJH� RI� DFWLYLWLHV� XQGHUWDNHQ� E\� 79(V� LV� PXFK� EURDGHU� WKDQ� WKHLU� QDPH� LPSOLHV�
79(V�DUH�PRVW�KHDYLO\�HQJDJHG�LQ�LQGXVWULDO�SURGXFWLRQ��WKHQ�LQ�FRQVWUXFWLRQ��FRPPHUFH�
WUDQVSRUWDWLRQ� DQG� FRPPXQLFDWLRQV�� VHUYLFHV�� DQG� DJULFXOWXUH�� VXFFHVVLYHO\� �7DEOH� �����
7KHLU� LQGXVWULDO� DFWLYLWLHV� LQFOXGH� DOO� ��� LQGXVWULDO� FDWHJRULHV� DSSHDULQJ� LQ� &KLQHVH
VWDWLVWLFV��$FFRUGLQJ� WR� WKH� 
ROG
� WZHOYH� VXE�VHFWRU� FODVVLILFDWLRQ� RI� LQGXVWU\� SUHVHQWHG� LQ
7DEOH� ����� WKH� ILUVW� ILYH� VXE�VHFWRUV� IRU� ����� 79(� LQGXVWULDO� SURGXFWLRQ� ZHUH�� LQ� RUGHU�
PDFKLQHU\�� WH[WLOH� DQG� FORWKLQJ�� EXLOGLQJ�PDWHULDOV�� IRRG� DQG� EHYHUDJHV�� DQG�PHWDOOXUJ\�
6RPH�79(V�KDYH�UHDFKHG�EH\RQG�&KLQD�WR�VHW�XS�MRLQW�YHQWXUHV�LQ�(DVWHUQ�(XURSH��5XVVLD�
6RXWKHDVW� $VLD�� DQG� WKH� 86�� %\� HQG� RI� ������ WKHUH� ZHUH� ������ RYHUVHDV� 79(� VXE�
FRPSDQLHV��79(�<HDUERRN����������:RQJ�HW�DO����������7KH�VKDUHV�RI�RQH�79(�DUH�WUDGHG
RQ�WKH�+RQJ�.RQJ�6WRFN�([FKDQJH���

79(V�DOVR�YDU\�LQ�VL]H��)RU�H[DPSOH��E\�WKH�HQG�RI������WKHUH�ZHUH�DERXW�������ODUJH�DQG
PHGLXP�79(V�ZLWK�RQ�DYHUDJH�DERXW�������HPSOR\HHV�HDFK��7KH����� ODUJH�79(�JURXSV
RIILFLDOO\�UHJLVWHUHG� LQ�PLG������E\� WKH�PLQLVWU\�RI�DJULFXOWXUH�DYHUDJH�����PLOOLRQ�\XDQ
�86����PLOOLRQ�� HDFK� LQ� WRWDO� DVVHWV�� ����PLOOLRQ� \XDQ� �86����PLOOLRQ�� HDFK� LQ� DQQXDO
VDOHV�DQG������PLOOLRQ�\XDQ��86�����PLOOLRQ��LQ�SURILWV�EHIRUH�WD[HV���

79(V�KDYH�EHHQ�HQJLQHV�RI�&KLQD
V�UDSLG�HFRQRPLF�JURZWK�VLQFH�WKH�HDUO\�����V��,Q������
WKHUH�ZHUH�����PLOOLRQ�79(V�ZLWK����PLOOLRQ�HPSOR\HHV��%\�������WKHUH�ZHUH������PLOOLRQ
79(V� ZLWK� ������ PLOOLRQ� ZRUNHUV� �<HDUERRN� ������ ��������� 7KHLU� UHDO� WRWDO� RXWSXW
LQFUHDVHG�E\�DQ�DYHUDJH�UDWH�RI����SHU�FHQW�SHU�DQQXP�IURP������WR�������<HDUERRN������
����DQG�������DQG�WKH�JURZWK�UDWH�RI�WKHLU�UHDO�YDOXH�DGGHG�UHPDLQHG�RYHU����SHU�FHQW� LQ
�����DQG���������$V�QRWHG�DERYH�LQ�6HFWLRQ������E\������WKH�79(�VHFWRU�SURGXFHG�QHDUO\
���SHU�FHQW�RI�&KLQD
V� JURVV�GRPHVWLF�SURGXFW� �*'3��� ,Q� WKH� VDPH� \HDU�� LQGXVWULDO�79(V
SURGXFHG�DERXW�KDOI�RI�WKH�WRWDO�LQGXVWULDO�YDOXH�DGGHG��SURILW��DQG�RXWSXW�19

6LQFH�WKH�ODWH�����V��79(�DFKLHYHPHQW�LQ�H[SRUWV�KDV�EHHQ�PRVW�LPSUHVVLYH�LQ�FRPSDULVRQ
ZLWK�79(�SHUIRUPDQFH�LQ�RWKHU�DUHDV��7DEOH�����SUHVHQWV�79(�H[SRUW�JURZWK�LQ�WHUPV�RI
ERWK�WRWDO�VFDOH�DQG�UHODWLYH�VKDUH��,W�FDQ�EH�VHHQ�WKDW�GXULQJ�WKH�WHQ�\HDU�SHULRG�RI������
����WKH�79(V
�VKDUHV�LQ�WKH�WRWDO�QDWLRQDO�H[SRUW�LQFUHDVHG�IURP������WR������SHU�FHQW��7KH
79(V
�WRWDO�H[SRUW�YDOXH�LQFUHDVHG�IURP�86������WR������ELOOLRQ��7KLV�LV�HTXLYDOHQW� WR�DQ
DQQXDO�JURZWK�UDWH�RI������SHU�FHQW�LQ�WHUPV�RI�86�GROODUV��GHVSLWH�WKH�GHYDOXDWLRQ�RI�\XDQ

������������������������������������������������
���3HRSOH
V�'DLO\��RYHUVHDV�HGLWLRQ������-XO\������
���3HRSOH
V�'DLO\����)HEUXDU\����������+VLQJWDR����-XQH�������$��
���3HRSOH
V�'DLO\�����)HEUXDU\������
��� 'DWD� VRXUFH�� 
6HOHFWLRQ� IURP� WKH� ����� 1DWLRQDO� ,QGXVWULDO� &HQVXV
�� SXEOLVKHG� LQ� 3HRSOH
V� 'DLO\�� ��
)HEUXDU\�������DQG�0LQLVWU\�RI�$JULFXOWXUH�������
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IURP� ���� WR� ���� \XDQ� SHU� 86� GROODU�� ,W� LV� DOVR� ZRUWK� PHQWLRQLQJ� WKDW� WKH� 79(V
� H[SRUW
JURZWK�KDV�EHHQ�ODUJHO\�FRQWULEXWHG�E\�WKRVH�79(V�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS�
$OO� RI� �������� 79(V� WKDW� KDYH� H[SRUW� OLFHQFHV� DUH� WKRVH� ZLWK� GRPLQDQW� FRPPXQLW\
RZQHUVKLS�

7KHUH�LV�DQ�REYLRXV�FRQWUDGLFWLRQ�EHWZHHQ�WKH�RXWVWDQGLQJ�SHUIRUPDQFH�RI�79(V�DQG� WKH
RXWFRPH�SUHGLFWHG�E\�WUDGLWLRQDO�SURSHUW\�ULJKWV�WKHRU\��$V�SRLQWHG�RXW�E\�:HLW]PDQ�DQG
;X���������D�FRPPXQLW\�UXQ�79(�LV�EHVW�GHVFULEHG�DV�D� 
YDJXHO\�GHILQHG�FR�RSHUDWLYH
��,W
LV� 
DQ� HVVHQWLDOO\� FRPPXQDO� RUJDQL]DWLRQ� TXLWH� IDU� UHPRYHG� IURP� KDYLQJ� D� ZHOO� GHILQHG
RZQHUVKLS�VWUXFWXUH
��)LUVW��D�W\SLFDO�79(�KDV�QR�RZQHU�LQ�WKH�VHQVH�RI�WUDGLWLRQDO�SURSHUW\
ULJKWV� WKHRU\�� 1RPLQDOO\�� 79(V� DUH� FROOHFWLYHO\� RZQHG� E\� DOO� WKH� PHPEHUV� RI� D
FRPPXQLW\��0RUHRYHU��WKHVH�FROOHFWLYH�RZQHUV�XVXDOO\�GR�QRW�KDYH�FOHDUO\�GHILQHG�VKDUHV�
6HFRQG�� WKHUH� DUH� QR� UHVLGXDO� FRQWURO� ULJKWV� LQ� WKH� WUDGLWLRQDO� VHQVH�� 
2ZQHUV
� PXVW� ZDLW
SDVVLYHO\�WR�HQMR\�WKH�RZQHUVKLS�EHQHILWV��ZKLFK�PDLQO\�WDNH�WKH�IRUP�RI�H[SHQGLWXUHV�RI
WKH�79(�ZKLFK�IXQG�FRPPXQDO�VRFLDO�LQYHVWPHQWV��7KH�
RZQHUV
�RI�D�79(�GR�QRW�KDYH�IXOO
ULJKWV�WR�XVH�WKH�DIWHU�WD[�LQFRPH��VLQFH�JRYHUQPHQW�UHJXODWLRQV�UHTXLUH�WKDW�D�PDMRULW\�RI
WKHVH� IXQGV�EH�XVHG� IRU� UHLQYHVWPHQW�RU� IRU� VRFLDO� SXUSRVHV��7KLUG�� DQ� LQGLYLGXDO� 
RZQHU

KDV� QR� ZD\� WR� VHOO�� LQKHULW� RU� RWKHUZLVH� WUDQVIHU� DQ\� SDUW� RU� SURSRUWLRQ� RI� 79(� DVVHWV�
$FFRUGLQJ�WR�WUDGLWLRQDO�SURSHUW\�ULJKWV�WKHRU\��WKH�FRPPXQLW\�UXQ�79(V�VKRXOG�WKHUHIRUH
EH�UHODWLYHO\�LQHIILFLHQW��DQG�IRU�WKDW�UHDVRQ�WKH\�VKRXOG�EH�SULYDWL]HG�

,Q�UHDOLW\��QRW�RQO\�KDV�WKH�JURZWK�UDWH�RI�79(�RXWSXW�EHHQ�LPSUHVVLYH�LQ�ERWK�DEVROXWH�DQG
UHODWLYH� WHUPV�� EXW� WKH� LPSURYHPHQW� LQ� 79(� SURGXFWLYLW\� KDV� DOVR� EHHQ� H[WUDRUGLQDU\�
9DULRXV� HVWLPDWHV� SODFH� WKH� DQQXDO� JURZWK� UDWH� RI� WKH� WRWDO� IDFWRU� SURGXFWLYLW\� RI� FRUH
79(V� DW� EHWZHHQ� �� SHU� FHQW� DQG� ��� SHU� FHQW� RYHU� PRUH� WKDQ� D� GHFDGH�� 7KLV� LV� DQ
RXWVWDQGLQJ�DFKLHYHPHQW�E\�ZRUOG�VWDQGDUGV��$OWKRXJK�FDSLWDO�ODERXU�UDWLRV�DPRQJ�79(V
DUH�RQO\�DERXW����SHU�FHQW�RI�WKRVH�LQ�WKH�62(�VHFWRU��RXWSXW�ODERXU�UDWLRV�DPRQJ�79(V�DUH
DERXW����SHU�FHQW�RI� WKRVH� LQ� WKH�VWDWH� VHFWRU�� �FI��:RUOG�%DQN������������:HLW]PDQ�DQG
;X�������� -HIIHUVRQ�DQG�5DZVNL������������:RR�HW�DO��� �������/LNHZLVH�� FRPPXQLW\�UXQ
79(V� KDYH� H[KLELWHG� FRPSHWLWLYH� DGYDQWDJHV� RYHU� SULYDWH� ILUPV� LQ� &KLQD�� 'HVSLWH� WKHLU
RWKHU�TXDVL�JRYHUQPHQWDO�VRFLDO�REOLJDWLRQV�HYLGHQFHV�VKRZ�WKH�FRUH�79(V�ZHUH�DW�OHDVW�DV
SURGXFWLYH� DV� SULYDWH� HQWHUSULVHV� GXULQJ� WKH� ����V� DQG� HDUO\� ����V� �%RZOHV� DQG� 'RQJ�
������ &KH� DQG� 4LDQ�� ������ -LQ� DQG� 4LDQ�� ������ 1HH�� ������ 3LWW� DQG� 3XWWHUPDQ�� �����
6YHMQDU��������

��� :K\�KDYH�79(V�EHHQ�VR�VXFFHVVIXO"��

7KH�79(�SKHQRPHQRQ�LV�XQLTXH�LQ�WKH�VHQVH�WKDW�WKH�HPHUJHQFH�RI�UXUDO�HQWUHSUHQHXUV�DQG
HQWHUSULVHV�KDV�QRW�EHHQ�H[SHULHQFHG�LQ�DQ\�RWKHU�FRXQWU\�RQ�VXFK�D�ODUJH�VFDOH�DQG�DW�VXFK
D�UDSLG�UDWH��,WV�URRWV�FDQ�EH�WUDFHG�EDFN�WR�WKH�ODWH�����V��EXW�LWV�GHYHORSPHQW�ZDV�QRW�WUXO\
QRWLFHDEOH�XQWLO�WKH�ODWH�����V�ZKHQ�&KLQD�EHJDQ�WR�FDUU\�RXW�UHIRUPV�DQG�WR�RSHQ�XS�WR�WKH
RXWVLGH�ZRUOG��7KH�79(�GHYHORSPHQW�VR�IDU� LV�QRW�DQ�RXWFRPH�RI�DQ\�FDUHIXOO\�GHVLJQHG
SROLF\�RU�SODQ��7KH� JRYHUQPHQW�SROLF\� FKDQJHG� IURP� WROHUDQFH� WR� HQFRXUDJHPHQW�GXULQJ
WKH�����V��RQO\�DIWHU�UHFRJQL]LQJ�WKDW�WKH�79(�ZDV�D�YHKLFOH�WR�LQFUHDVH�UXUDO�LQFRPH��DQG
PRUH� LPSRUWDQWO\�� WR� DEVRUE� D� ODUJH� DPRXQW� RI� VXUSOXV� UXUDO� ODERXU� IRUFH� ZLWKRXW�PXFK

������������������������������������������������
���7KLV�VHFWLRQ�LV�PDLQO\�EDVHG�RQ�3HURWWL��6XQ�DQG�=RX��������
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QHHG� IRU� VWDWH� LQYHVWPHQW²D� VHULRXV� SUREOHP� ZKLFK� KDG� EHHQ� FRQIURQWLQJ� WKH� &KLQHVH
JRYHUQPHQWV�DW�DOO�OHYHOV�

*HQHUDOO\� VSHDNLQJ�� WKHUH� KDV� EHHQ� DQ� RYHUDOO� IDYRXUDEOH� HQYLURQPHQW� IRU� 79(� JURZWK
GXULQJ� WKH� UHIRUP� SHULRG�� SURYLGLQJ� ERWK� LQFHQWLYHV� DQG� GLVFLSOLQHV� IRU� WRZQVKLS� DQG
YLOODJH� JRYHUQPHQWV� DQG� 79(� PDQDJHUV� LQ� WKH� SURFHVV� RI� 79(� GHYHORSPHQW�� 7KHVH
IDYRXUDEOH�FRQGLWLRQV�FDQ�EH�VXPPHG�XS�LQWR�VL[�PDMRU�SRLQWV�� 
UHYHQXH�KXQJHU
�DQG�KDUG
EXGJHW� FRQVWUDLQWV� FRQIURQWHG� E\� WRZQVKLS� DQG� YLOODJH� FRPPXQLWLHV�� LQLWLDWLYHV� DQG
VXSSRUWV� RI� FRPPXQLW\� JRYHUQPHQWV�� XQLTXH� GRPHVWLF� PDUNHW� RSSRUWXQLWLHV�� FDWFKLQJ
FRPSDUDWLYH� DGYDQWDJHV� LQ� LQWHUQDWLRQDO� PDUNHW�� IOH[LELOLW\� GXH� WR� VPDOOQHVV� DQG
DFFRXQWLQJ� V\VWHP�� DQG� VXSSRUW� IURP� 62(V�� ,Q� DGGLWLRQ� WR� WKHVH� IDYRXUDEOH� FRQGLWLRQV�
79(V� DOVR� KDYH� DGYDQWDJHV� RYHU� WKHLU� PDMRU� FRPSHWLWRUV� WKH� 62(V� LQ� VXFK� DUHDV� DV
RZQHUVKLS� DQG� JRYHUQDQFH� VWUXFWXUHV�� SHUVRQQHO�HPSOR\PHQW� V\VWHPV�� DQG� ODERXU�
PDQDJHPHQW�UHODWLRQV��:H�SUHVHQW�D�EULHI�DQDO\VLV�RYHU�HDFK�RI�WKHVH�SRLQWV�EHORZ�

����� 5HYHQXH�KXQJHU�RI�DQG�KDUG�EXGJHW�FRQVWUDLQWV�WR�WRZQVKLS�DQG�YLOODJH
JRYHUQPHQWV

,Q�&KLQD� WKH�FHQWUDO��SURYLQFLDO��PXQLFLSDO��SUHIHFWXUDO��DQG�FRXQW\�JRYHUQPHQWV�DOO�KDYH
VXIILFLHQW�DXWKRULW\�WR�UHJXODWH�PDUNHWV�WKURXJK�DGPLQLVWUDWLYH�PHWKRGV��7KH\�FDQ�DOVR�EH
LQYROYHG�LQ�FUHGLW�GHFLVLRQV�EHFDXVH�WKH�ORFDO�EUDQFKHV�RI�VWDWH�EDQNV�KDYH�EHHQ�VXEMHFW�WR
ERWK�WKH�YHUWLFDO�DQG�UHJLRQDO�DFFRXQWDELOLW\��GXDO�FR�RUGLQDWLRQ���([�DQWH��JRYHUQPHQWV�DW
WKH�OHYHO�RI�WKH�FRXQW\�RU�DERYH�DUH�GLUHFWO\�LQYROYHG�LQ�WKH�IRUPXODWLRQ�RI�FUHGLW�SODQV�DQG
FDQ� GLUHFW� VSHFLDOL]HG� EDQNV� WR�PDNH� ORDQV��([� SRVW�� JRYHUQPHQWV� KDYH� WKH� DXWKRULW\� WR
GHFLGH�ZKHWKHU�RU�QRW�62(V�VKRXOG�SD\�EDFN�WKH�ORDQV��6XQ��������FKDSWHU����

7RZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� KDYH� QR� VXFK� DXWKRULW\�� $� WRZQVKLS� RU� YLOODJH
JRYHUQPHQW� FDQQRW� SURWHFW� LWV� 79(V� E\� HUHFWLQJ� WUDGH� EDUULHUV� WR� NHHS� RXW� FRPSHWLWLRQ
VLPSO\�EHFDXVH�WKH�PDUNHW�ZLWKLQ�WKH�FRPPXQLW\�LV�ERWK�WRR�VPDOO�DQG�OLPLWHG��7RZQVKLS
DQG�YLOODJH�JRYHUQPHQWV�KDYH�QR�DFFHVV�WR�WKH�VWDWH�EDQNLQJ�V\VWHP��EHFDXVH�KLVWRULFDOO\
DOO� WRZQVKLSV� DQG� YLOODJHV� DUH� LQVWLWXWLRQDOL]HG� DV� SDUW� RI� WKH� WUDGLWLRQDO� UXUDO� VHFWRU
ZKHUHDV� WKH� EDQNLQJ� V\VWHP� LV� D� SDUW� RI� WKH� PRGHUQ� XUEDQ� VHFWRU�� /LNHZLVH�� DOO� VWDII
PHPEHUV�RI�VWDWH�EDQNV�DUH�UHJLVWHUHG�LQ�WKH�XUEDQ�UHVLGHQF\�UHJLVWUDWLRQ�V\VWHP�DQG�KDYH
QR�OLQNV�ZLWK�WKH�UXUDO�VHFWRU�H[FHSW�WKURXJK�EXVLQHVV�GHDOLQJV�

$V� D� FRQVHTXHQFH�� VWDWH� EDQNV� KDYH� W\SLFDOO\� IROORZHG� FRPPHUFLDO� SULQFLSOHV� LQ�PDNLQJ
ORDQV� WR� 79(V��2IWHQ� WKH\� DVN� WRZQVKLS� RU� YLOODJH� JRYHUQPHQWV� WR� DFW� DV� JXDUDQWRUV� RI
LQYHVWPHQW�ORDQV��,I�D�WRZQVKLS�RU�YLOODJH�KDV�D�SRRU�FUHGLW�UHSD\PHQW�UHFRUG��VWDWH�EDQNV
FDQ�UHIXVH�WKH�ORDQ�DSSOLFDWLRQ��,Q�DGGLWLRQ��WKH\�FDQ�ZLWKKROG�LQWHUHVW�SD\PHQWV�DQG�VRPH
RI�WKH�SULQFLSDO�IURP�WKH�EDQN�DFFRXQWV�RI�WKH�FRPPXQLW\�RU�LWV�79(V��(DFK�WRZQVKLS�RU
YLOODJH� JRYHUQPHQW� ZHOO� XQGHUVWDQGV� WKDW� LWV� FRPPXQLW\� PD\� EH� DEOH� WR� GHOD\� GHEW
UHSD\PHQWV�RYHU�WKH�VKRUW�WHUP��EXW�WKDW�WKH\�FDQQRW�EH�GHOD\HG�LQGHILQLWHO\��0HDQZKLOH��D
SRRU� FUHGLW� UHFRUG� LPSOLHV� WKDW� WKH� FRPPXQLW\�PXVW� GHSHQG� RQ� VHOI�ILQDQFLQJ� IRU� IXWXUH
GHYHORSPHQW� DQG� GHEW� VHUYLFLQJ�� 7KLV� LV� QRW� SRVVLEOH� HYHQ� IRU� DJULFXOWXUDO� FRPPXQLWLHV�
ZKLFK� QHHG� EDQN� FUHGLWV� VHDVRQDOO\� IRU� WKH� SXUFKDVH� RI� VXFK� LQSXWV� DV� VHHGV�� FKHPLFDO
IHUWLOLVHUV�DQG�SHVWLFLGHV��HWF�
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:KLOH� FRQIURQWHG� ZLWK� KDUG� EXGJHW� FRQVWUDLQW�� WRZQVKLSV� DQG� YLOODJHV� KDYH� WR� FUHDWH
UHYHQXH� IRU� WKHPVHOYHV�� 7KH� SRWHQWLDO� RI� UHYHQXH� JHQHUDWLRQ� LQ� WKH� DJULFXOWXUDO� VHFWRU� LV
W\SLFDOO\�YHU\�OLPLWHG�LI�QRW�QHJDWLYH��)RU�H[DPSOH��LQ������WKH�DYHUDJH�IDPLO\�IDUP�KHOG
RQO\������KHFWDUH� IDUPODQG�EXW� LW�KDG������ODERXUHUV�HQJDJLQJ� LQ�DJULFXOWXUH� �0LQLVWU\�RI
$JULFXOWXUH�� �������$FFRUGLQJ� WR� D� UHFHQW� HFRQRPHWULF� HVWLPDWLRQ� EDVHG� RQ� FRXQW\� OHYHO
GDWD�RQ�DJULFXOWXUDO�DQG�QDWXUDO�FRQGLWLRQV��6XQ�HW�DO����������HYHQ�LQ�WKH�QRUWKZHVW�UHJLRQ
ZKHUH� WKH� UDWLR� RI� ODQG� RYHU� ODERXUHU� LV� VHYHUDO� WLPHV� JUHDWHU� WKDQ� WKRVH� LQ� WKH� FRDVWDO
UHJLRQV��WKH�RXWSXW�HODVWLFLW\�RI�ODERXU�VWLOO�LQGLFDWHV�WKDW�WKH�PDUJLQDO�RXWSXW�RI�ODERXU�����
NJ�� RI� JUDLQ�� LV� ORZHU� WKDQ� WKH� VXEVLVWHQFH� ZDJH� OHYHO�21� 7KLV� IDFW� LQGLFDWHV� DQ� RYHUDOO
ODERXU�VXUSOXV�LQ�WKH�DJULFXOWXUDO�VHFWRU��0RUHRYHU��DJULFXOWXUDO�SURGXFWV�KDG�EHHQ�XQGHU�
SULFHG� XQWLO� YHU\� UHFHQWO\�� )RU� SXUFKDVLQJ� HYHQ� EDVLF� DJULFXOWXUDO� LQSXWV� DQG� ILQDQFLQJ
EDVLF� H[SHQGLWXUHV� VXFK� DV� VFKRRO�� UHOLHI� SD\PHQW� IRU� VLFNQHVV�� DQG� PDLQWDLQLQJ� EDVLF
LQIUDVWUXFWXUH�� WKH� FRPPXQLW\� KDV� WR� RIWHQ� ORRN� IRU� UHYHQXH� JHQHUDWLRQ� VRXUFHV� EH\RQG
DJULFXOWXUH��:LHPHU���������:KLOH�HQJDJLQJ�LQ�QRQ�DJULFXOWXUDO�DFWLYLWLHV��WKH�FRPSHWLWLRQ
LV�DOZD\V�YHU\�WRXJK�

7KH� DERYH� IDFWV� IRUFH� WRZQVKLS� DQG� YLOODJH� FRPPXQLWLHV� WR� FRQIURQW� WKH� SUHVVXUH� RI
UHYHQXH�KXQJHU��HPSOR\PHQW�JHQHUDWLRQ��PDUNHW�FRPSHWLWLRQ��DQG�KDUG�EXGJHW�FRQVWUDLQW�
7KRXJK� FURVV�VXEVLGLVHV� RI� 79(V� ZLWKLQ� D� FRPPXQLW\� LV� SRVVLEOH�� WKH� H[WHQW� RI� VXFK
VXEVLGLHV� LV�TXLWH� OLPLWHG��7KXV�� LQ� UHDFWLRQ� WR� WKH� HFRQRPLF� DXVWHULW\� LQ������DQG������
VHYHUDO�PLOOLRQ�79(V�ZHUH�FORVHG�GRZQ�RU�WDNHQ�RYHU�E\�RWKHU�79(V��=RX�DQG�6XQ�������
WDEOH����� ,Q�FRQWUDVW��DW� WKH�VDPH� WLPH� WKH� ORVVHV�DPRQJ�62(V�VRDUHG��EXW�RQO\�D�KDQGIXO
DFWXDOO\� ZHQW� EDQNUXSW�� $� ���� ELOOLRQ� \XDQ� FUHGLW� UHOLHI� RSHUDWLRQ� ZDV� LQLWLDWHG� LQ� WKH
IRXUWK� TXDUWHU� RI� ����� WR� ZULWH� RII� QRQ�SHUIRUPLQJ� LQWHUHQWHUSULVH� FUHGLWV�� PDLQO\� LQWHU�
62(�FUHGLWV��3RUW\DNRY��������

����� ,QLWLDWLYHV�DQG�VXSSRUW�RI�FRPPXQLW\�JRYHUQPHQW

&RUH� 79(V� DUH� W\SLFDOO\� LQLWLDWHG� RU� GLUHFWO\� HVWDEOLVKHG� E\� WRZQVKLS� DQG� YLOODJH
JRYHUQPHQWV�� 0RWLYDWHG� E\� UHYHQXH� JHQHUDWLRQ�� HPSOR\PHQW� FUHDWLRQ�� DQG� WKH� VWURQJ
GHVLUH� RI� WKH� FRPPXQLW\� WR� LPSURYH� OLYLQJ� VWDQGDUGV� DQG� LQFUHDVH�ZHDOWK�� WRZQVKLS� DQG
YLOODJH�JRYHUQPHQWV�KDYH�EHHQ�VWURQJO\�HQWKXVLDVWLF�LQ�GHYHORSLQJ�79(V��7KLV�HQWKXVLDVP
KDV� EHHQ� IXUWKHU� VWUHQJWKHQHG� E\� DQ� LQFUHDVLQJ� UHVSRQVLELOLW\� IRU� LPSURYHPHQW� RI� ORFDO
HGXFDWLRQ��LQIUDVWUXFWXUH��DQG�VRFLDO�ZHOIDUH��ZKLFK�KDYH�EHHQ�JUDGXDOO\�VKLIWHG�IURP�XSSHU
OHYHOV�RI�JRYHUQPHQW�WR�WKH�WRZQVKLS�DQG�YLOODJH�OHYHO�

7KUHH� FULWLFDO� FRQWULEXWLRQV� RI� WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� WR� 79(V� KDYH� EHHQ
RXWOLQHG�E\�&KDQJ�DQG�:DQJ����������������)LUVW�� WRZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�DUH
SDUW�RI�D�ODUJH�JRYHUQPHQWDO�V\VWHP�ZLWK�EURDG�SRZHUV��,Q�DGGLWLRQ��WKHUH�KDV�EHHQ�D�ORQJ
WUDGLWLRQ�RI�DXWKRULWDULDQ�JRYHUQPHQW�LQ�&KLQD��&RQVHTXHQWO\��WKH�IXOO�VXSSRUW�RI�WRZQVKLS
DQG�YLOODJH�JRYHUQPHQW�FDQ�SURYLGH�FRPPXQLW\�PHPEHUV�DQG�RWKHU�79(�VWDNHKROGHUV�ZLWK
D�VHQVH�RI�VHFXULW\��ZKLFK�LV�QHHGHG�WR�DFKLHYH�ORQJ�WHUP�GHYHORSPHQW�

6HFRQG��WRZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�FDQ�RIIHU�PDQDJHULDO�LQSXWV�WR�79(V�LQ�VHYHUDO
ZD\V�� %HFDXVH� WKH�PDUNHW� LQWHUPHGLDULHV� DUH� LQ� WKHLU� LQIDQF\� DQG� RUGLQDU\� FLWL]HQV� ZKR
������������������������������������������������
���7DNLQJ�WKH�DYHUDJH�QDWLRQDO�GHSHQGHQF\�UDWLR�RI������DQG�XVLQJ�URXJKO\�����NJ��RI�JUDLQ�DV�WKH�VXEVLVWHQFH
FRQVXPSWLRQ� OHYHO� SHU� SHUVRQ�� WKLV� LPSOLHV� D� VXEVLVWHQFH� UHTXLUHPHQW� RI� ���� NJ�� RI� JUDLQ� SHU� DJULFXOWXUDO
ODERXUHU�



��

KDYH� VXLWDEOH� PDUNHW�RULHQWHG� WDOHQWV� DUH� D� VFDUH� UHVRXUFH�� WRZQVKLS� DQG� YLOODJH
JRYHUQPHQWV� DUH� HVVHQWLDO� LQ� WKH� RUJDQL]DWLRQ� RI�PDMRU� HFRQRPLF� DQG� SROLWLFDO� DFWLYLWLHV
ZLWKLQ� WKHLU� MXULVGLFWLRQ�� :LWKRXW� ZHOO� IXQFWLRQLQJ� PDUNHW� LQWHUPHGLDULHV� DQG� RWKHU
PHFKDQLVPV� IRU� VHWWOLQJ� GLVSXWHV�� WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� DUH� RIWHQ� WKH� RQO\
DYDLODEOH�ORFDO�LQVWLWXWLRQV�ZLWK�WKH�QHFHVVDU\�FUHGLWDELOLW\�WR�PHGLDWH�WUDQVDFWLRQV�DQG�WKH
DXWKRULW\�WR�VHWWOH�GLVSXWHV�WKDW�PD\�DULVH�LQ�WKH�SURFHVV�RI�FUHDWLQJ�79(V�

7KLUG�� EHFDXVH� WKH\� DUH� RIWHQ� WKH� RQO\� DYDLODEOH� ORFDO� LQVWLWXWLRQV� ZLWK� WKH� QHHGHG
FUHGLWDELOLW\� WR� PHGLDWH� WUDQVDFWLRQV�� WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� KDYH� SOD\HG� DQ
HVVHQWLDO�UROH�LQ�JDLQLQJ�DFFHVV�WR�RXWVLGH�UHVRXUFHV��SDUWLFXODUO\�EDQN�ORDQV�

,Q�DGGLWLRQ�WR�WKHVH�WKUHH�FRQWULEXWLRQV��WRZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�DUH�QRW�RQO\�WKH
JXDUDQWRUV�RI�79(� ORDQV�� EXW� DUH� DOVR� WKH� H[HFXWRUV�RI� WKH� FROOHFWLYH� ILQDQFLQJ� DQG� GHEW
UHSD\PHQW�V\VWHP��7KLV�FROOHFWLYH�ILQDQFLQJ�DQG�GHEW�UHSD\PHQW�V\VWHP�UHSUHVHQWV�DQRWKHU
VXSSRUW� IRU� 79(� JURZWK�� $OO� WKH� IXQGV� UHTXLUHG� IRU� WKH� VWDUW�XS� RI� D� QHZ� 79(� FDQ� EH
ERUURZHG�IURP�H[LVWLQJ�79(V�ZLWK�WKH�KHOS�RI�WKH�WRZQVKLS�RU�YLOODJH�JRYHUQPHQW��:RQJ
HW� DO��� ������� 7KLV� V\VWHP� DOVR� RIIHUV� WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� WKH� SRZHU� WR
LQLWLDWH� DQG� FR�RUGLQDWH� LQWHUQDO� UHRUJDQL]DWLRQV� RU� WDNH�RYHUV� VR� WKDW� FRPPXQLWLHV� FDQ
DYRLG� WKH� VRFLDO� DQG� HFRQRPLF� FRVWV� RI� HLWKHU� EDQNUXSWF\� DQG�RU� WDNH�RYHU� E\� RXWVLGHUV
�6XQ��������

����� 8QLTXH�GRPHVWLF�PDUNHW�RSSRUWXQLWLHV

7R� D� ODUJH� H[WHQW�� 79(� VXFFHVV� DOVR� GHSHQGV� RQ� WKH� XQLTXH� RSSRUWXQLWLHV� FUHDWHG� E\
&KLQD
V�PDUNHW� OLEHUDOL]DWLRQ�� HVSHFLDOO\� UHOD[DWLRQ� RI� WKH� VWDWH�PRQRSRO\� RYHU� LQGXVWU\�
7KH�SURWHFWHG�LQGXVWULDO�VHFWRU�ZDV�HIIHFWLYHO\�RSHQHG�WR�QHZ�HQWUDQWV�EHJLQQLQJ�LQ������
$�ODUJH�QXPEHU�RI�79(V�VWDUWHG�XS�DQG�UXVKHG�WR�WDNH�DGYDQWDJH�RI�VKDULQJ�WKH�PRQRSRO\
SURILWV�LQ�WKH�LQGXVWULDO�VHFWRU��)RU�WKHVH�HDUO\�HQWUDQWV� LQ�WKH�ODWH�����V�DQG�HDUO\�����V�
WKH�DYHUDJH�UDWH�RI�QHW�SURILW�RQ�FDSLWDO�ZDV����SHU�FHQW�DQG�WKH�WRWDO�UDWH�RI�SURILW�DQG�WD[
SHU� XQLW� RI� FDSLWDO� ZDV� ��� SHU� FHQW� �<HDUERRN� ������ �������� &RQWLQXHG� 79(� HQWU\
JUDGXDOO\�FUHDWHG�DQG�LQWHQVLILHG�FRPSHWLWLRQ�� LQGXFLQJ�PRQRSRO\�SURILWV� WR�GHFUHDVH�DQG
ILQDOO\� WR� YDQLVK�� +RZHYHU�� WKH� ZLQGIDOO� SURILWV� HQMR\HG� E\� HDUO\� HQWUDQWV� JUHDWO\
FRQWULEXWHG�WR�WKH�79(�WDNHRII�

,Q� WKH� HDUO\� \HDUV�RI�79(�GHYHORSPHQW�� WKHUH�ZHUH�PDQ\�HPSW\�QLFKHV� LQ� WKH� FRQVXPHU
JRRGV� PDUNHW� �SURFHVVHG� IRRGV�� FORWKHV�� HWF��� DQG� SULPDU\� SURFHVVHG� SURGXFWV� PDUNHW�
PDLQO\� RZLQJ� WR� ORQJ�VWDQGLQJ� VKRUWDJHV� LQGXFHG� E\� WKH� LQHIILFLHQW� FRPPDQG� HFRQRP\�
1RW�VXUSULVLQJO\��79(V�MXPSHG�WR�PHHW�WKH�GHPDQGV�RI�WKHVH�PDUNHWV��0RUHRYHU��WKH�UDSLG
HFRQRPLF� GHYHORSPHQW� LQ� ERWK� XUEDQ� DQG� UXUDO� DUHDV� KDV� FUHDWHG� D�ZKROH� VHULHV� RI� QHZ
PDUNHWV²D� JRRG� H[DPSOH� LV� EXLOGLQJ� FRQVWUXFWLRQ� DQG� EXLOGLQJ� PDWHULDOV� SURGXFWLRQ� LQ
ERWK� XUEDQ� DQG� UXUDO� DUHDV�� 79(V� KDYH� EHFRPH� GRPLQDWLQJ� LQ� WKHVH� LQGXVWULHV� VLQFH� WKH
PLG�����V��1DXJKWRQ���������������

0HDQZKLOH�� WKH� WZR�WUDFN� V\VWHP� RI�PDUNHW� DQG� SODQQLQJ� KDV� DOVR� HDVHG� FRQVWUDLQWV� RQ
79(V�� SURYLGLQJ� WKHP�ZLWK� DFFHVV� WR� UDZ�PDWHULDOV� DQG�PDUNHW� VKDUHV� RXWVLGH� WKH� VWDWH
SODQ�� 7KH\� FDQ� DIIRUG� KLJKHU� LQSXW� SULFHV� E\� VHWWLQJ� XS� KLJKHU� SULFHV� IRU� RXWSXWV�� RU� E\
VLPSO\� XVLQJ� ORZ� TXDOLW\� LQSXW� WR� SURGXFH� FKHDS� DQG� SRRU� TXDOLW\� JRRGV� WR� PHHW� WKH
FRUUHVSRQGLQJ�HIIHFWLYH�GHPDQGV�
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����� &DWFKLQJ�FRPSDUDWLYH�DGYDQWDJHV�LQ�WKH�LQWHUQDWLRQDO�PDUNHW

*HRJUDSKLFDOO\��79(V�DUH�PRVW�GHYHORSHG�LQ�WKH�FRDVWDO�SURYLQFHV�RI�*XDQJGRQJ��)XMLDQ�
=KHMLDQJ��DQG�-LDQJVX��7KHVH�SURYLQFHV��ERWK�KLVWRULFDOO\�DQG�WRGD\��KDYH�FORVH�OLQNV�ZLWK
WKH� RYHUVHDV� &KLQHVH� LQ� +RQJ�.RQJ�� 7DLZDQ� DQG� 6RXWKHDVW� $VLD�� 79(� GHYHORSPHQW� LQ
WKHVH� SURYLQFHV� KDV� ILWWHG� ZHOO� LQ� ZLWK� WKH� UHTXLUHPHQWV� RI� WKH� LQWHUQDWLRQDO� GLYLVLRQ� RI
ODERXU�DQG�WKH�FRQVLGHUDEOH�FRVW�DGYDQWDJHV�RI�UXUDO�&KLQD�

)RU� RYHUVHDV� &KLQHVH� LQYHVWRUV�� WKH� DWWUDFWLRQV� RI� 79(V� LQ� WKH� FRDVWDO� DUHDV� PDQLIHVW
WKHPVHOYHV� LQ�� �D�� D� ODUJH� QXPEHU� RI� FKHDS� DQG�ZHOO�GLVFLSOLQHG�&KLQHVH� UXUDO� ODERXUHUV
UHOHDVHG� E\� WKH� VXFFHVVIXO� DJULFXOWXUDO� UHIRUP� DQG� GHYHORSPHQW� LQ� WKH� HDUO\� ����V�� �E�
YDULRXV�SUHIHUHQWLDO� DUUDQJHPHQWV� LQ� WD[�H[HPSWLRQ�� FXUUHQF\� FRQYHUVLRQ� DQG� UHSDWULDWLRQ
RI�SURILWV�JUDQWHG�E\�WKH�RSHQ�GRRU�SROLF\���F��IOH[LEOH�DQG�UHODWLYHO\�FRQYHQLHQW�DSSURYDO
SURFHGXUHV�IRU� WKHLU� LQYHVWPHQW�SURMHFWV� LQ� WKH� UXUDO�VRFLHW\�� �G��SUR[LPLW\� WR� WKHLU�EDVHV�
DQG� �H�� WKH� FXOWXUDO� FRQYHQLHQFH� LQ� JHQHUDO� DQG� WUDGLWLRQDO� IDPLO\� RU� NLQVKLS� QHWZRUN� LQ
SDUWLFXODU� FDVHV�� ,W� LV� DOVR� FRQFHLYDEOH� WKDW� �D��� �E�� DQG� �F�� DUH� DWWUDFWLYH� WR�RWKHU� IRUHLJQ
LQYHVWRUV�

)RUHLJQ�LQYHVWPHQWV�KDYH�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�79(�GHYHORSPHQW��)RU�H[DPSOH��LQ
������ WKHUH� ZHUH� ������� 79(�IRUHLJQ� MRLQW� YHQWXUHV� ZLWK� DFFXPXODWHG� IRUHLJQ� FDSLWDO
LQYHVWPHQW� RI�86������ ELOOLRQ� �79(�<HDUERRN������� ���� ,Q� DGGLWLRQ�� D� JUHDW� QXPEHU� RI
79(V� KDYH� HQJDJHG� LQ� PDWHULDOV� SURFHVVLQJ� IRU� IRUHLJQ� ILUPV� XQGHU� VXE�FRQWUDFWLQJ
DUUDQJHPHQWV��)RUHLJQ�LQYHVWRUV�DQG�IRUHLJQ�ILUPV�FRQWUDFWLQJ�ZLWK�79(V�KDYH�EURXJKW�LQ
VFDUFH� IRUHLJQ� FDSLWDO� DQG� UHODWLYHO\� DGYDQFHG� WHFKQRORJ\� DQG�PDQDJHPHQW� VNLOOV�� ZKLOH
WKHLU�PDUNHWLQJ�QHWZRUNV�DEURDG�SURYLGH�HDV\�DFFHVV� WR� LQWHUQDWLRQDO�PDUNHWV��&RPSDUHG
ZLWK�GRPHVWLF�EX\HUV��WKHUH�DUH�IHZHU�SUREOHPV�ZLWK�LQWHUHQWHUSULVH�GHEWV��EHFDXVH�H[SRUWV
DOVR� JXDUDQWHH� SD\PHQW�� ZKLFK� LV� PRVWO\� GXH� XSRQ� GHOLYHU\�� 7KDQNV� WR� WKH� FRPSDWLEOH
LQFHQWLYHV� DQG� FRPSDUDWLYH� DGYDQWDJHV�� 79(� DFKLHYHPHQW� LQ� H[SRUWV� KDV� EHHQ� PRVW
LPSUHVVLYH��DV�SUHVHQWHG�DERYH�LQ�6HFWLRQ�����DQG�7DEOH�����

����� )OH[LELOLW\�GXH�WR�VPDOOQHVV�RI�VFDOH�DQG�D�ORRVH�DFFRXQWLQJ�V\VWHP

0RVW� 79(V� DUH� VPDOO� LQ� VL]H� DQG� HQJDJH� LQ� ODERXU� LQWHQVLYH� LQGXVWULHV� ZLWK� ORZ� DVVHW
VSHFLILFLW\��%\������� WKH�DYHUDJH�VL]H�RI� WRZQVKLS�UXQ� HQWHUSULVHV�ZDV���� HPSOR\HHV�SHU
ILUP� DQG� WKDW� RI� YLOODJH�UXQ� HQWHUSULVHV� ZDV� ��� HPSOR\HHV� SHU� ILUP� �7DEOH� ������ ,Q� WKH
HDUOLHU�\HDUV��DYHUDJH�79(�VL]H�FHUWDLQO\�ZDV�VPDOOHU��)RU�H[DPSOH�� LQ������� WKH�DYHUDJH
VL]H� RI� WRZQVKLS�UXQ� HQWHUSULVHV� ZDV� ��� HPSOR\HHV� SHU� ILUP� DQG� WKDW� RI� YLOODJH�UXQ
HQWHUSULVHV�ZDV����HPSOR\HHV�SHU�ILUP��<HDUERRN�����������������7KLV�PDNHV�WKHP�YHU\
IOH[LEOH� LQ� UHDFWLQJ� WR� PDUNHW� FKDQJHV�� VZLWFKLQJ� SURGXFWV�� DQG� FDWFKLQJ� QHZ� PDUNHW
RSSRUWXQLWLHV�

7KH�DFFRXQWLQJ�V\VWHP�IRU�79(V�KDV�EHHQ�PXFK�OHVV�VWDQGDUGL]HG�DQG�VWULFW�WKDQ�WKH�RQH
XVHG�LQ�62(V��2QO\�WKH�79(�RZQHUV�DUH�DFFRXQWDEOH�IRU�ERRNNHHSLQJ��DQG�QRW�DOO�RI� WKH
LQFRPH�DQG�H[SHQGLWXUH�QHHG�JR�WKURXJK�EDQNV��7KXV��WKH\�FDQ�XVH�VXFK�IOH[LEOH�ILQDQFLDO
DQG�ERRNNHHSLQJ�V\VWHPV�WR�GHYHORS�WKHLU�EXVLQHVV��79(V�W\SLFDOO\�SD\�WKH�KLJKHVW�VDODULHV
WR� WKHLU�PDUNHWLQJ� VWDII��ZKLFK� FDQ� EH�PRUH� WKDQ� WHQ� WLPHV� DQ� DYHUDJH�ZRUNHU
V� LQFRPH�
79(V� KDYH� HQMR\HG� WKH� IOH[LELOLW\� WR� SD\� KLJKHU� FRPPLVVLRQ�� VHQG� JLIWV�� RU� HYHQ� RIIHU
EULEHV�WR�JRYHUQPHQW�RU�62(�RIILFLDOV�VR�DV�WR�JHW�ORZ�SULFH�LQSXWV�RU�PDWHULDOV�LQ�VKRUWDJH
DQG�WR�H[SDQG�PDUNHW�VKDUHV�RI�WKHLU�SURGXFWV�



��

,Q�FRQWUDVW��WKHVH�FRQYHQLHQFHV�KDYH�UDUHO\�EHHQ�SRVVLEOH�IRU�62(V��WKH�PDMRU�FRPSHWLWRUV
RI�79(V�LQ�&KLQD��7KH�DFFRXQWLQJ�V\VWHPV�RI�62(V�KDYH�EHHQ�PXFK�PRUH�VWDQGDUGL]HG�
DQG� LV� FRQWUROOHG� E\� D� XQLIRUP� QDWLRQDO� DFFRXQWLQJ� LQVSHFWLRQ� V\VWHP� ZLWK� FDUHIXO
VXSHUYLVLRQ�RI�VXFK�LWHPV�DV�ZDJHV�DQG�WUDYHO�H[SHQVHV�

����� 6XSSRUW�IURP�62(V

7KH�JURZWK�RI�79(V� LQ� FLW\� VXEXUEV�KDV�EHHQ� IDFLOLWDWHG�E\�GLUHFW� FR�RSHUDWLRQ�EHWZHHQ
XUEDQ�62(V�DQG�UXUDO�79(V��PDLQO\�LQ�WKH�IRUP�RI�VXEFRQWUDFWLQJ��,Q�WKH�VXEXUEDQ�DUHDV�RI
%HLMLQJ�� 7LDQMLQ� DQG� 6KDQJKDL� LQ� WKH� HDUO\� ����V�� DQ� HVWLPDWHG� ������ SHU� FHQW� RI� 79(
RXWSXW�ZDV�SURGXFHG�E\�ILUPV�VXEFRQWUDFWLQJ�ZLWK�ODUJH�XUEDQ�62(V��,QGXVWULDO�$OPDQDF�
������ ����� ,Q� -LDQJVX� DQG� =KHMLDQJ� SURYLQFHV�� ZKHUH� 79(V� KDYH� GRPLQDWHG� WKH� ORFDO
HFRQRPLHV�VLQFH�WKH�PLG�����V��WKH�SURSRUWLRQV�ZHUH�RQO\�VOLJKWO\�ORZHU�LQ�WKH�PLG�����V�
/LQNDJHV�ZLWK�6KDQJKDL�62(V�LQ�WKHVH�WZR�SURYLQFHV�KDYH�SOD\HG�D�GHFLVLYH�UROH�LQ�WKHLU
79(�GHYHORSPHQW��7DR�������������

:K\�DUH�XUEDQ�62(V�PRWLYDWHG�WR�FR�RSHUDWH�FORVHO\�ZLWK�79(V"�1DXJKWRQ��������������
JLYHV�WKUHH�SODXVLEOH�UHDVRQV��QDPHO\�WR�GLYHUVLI\�WKHLU�VRXUFHV�RI�VXSSO\��WKH�FKHDS�FRVWV
RI�ODERXU�DQG�ODQG�XVH��DQG�WKH�IOH[LELOLW\�WR�HVFDSH�VRPH�ULJLG�FRQWUROV�RI�WKH�VWDWH�VHFWRU�

����� 5HODWLYH�DGYDQWDJHV�RI�79(�RZQHUVKLS�DQG�JRYHUQDQFH�VWUXFWXUH

79(V� DUH� XQGHU� WKH� GLUHFW� MXULVGLFWLRQ� RI� WKHLU� WRZQVKLS� RU� YLOODJH� JRYHUQPHQW�� 7KH
JRYHUQPHQW�HQWHUSULVH�UHODWLRQVKLS�LV�PXFK�VLPSOHU�DQG�PRUH�GLUHFW�WKDQ�WKDW�RI�62(V��,Q
WHUPV�RI�WKH�RZQHU�PDQDJHPHQW�UHODWLRQVKLS��FRPPXQLW\�PHPEHUV�DV�RZQHUV�RI�WKHLU�FRUH
79(V� GR� KDYH� LQFHQWLYHV� WR� PRQLWRU� WKH� FRPPXQLW\� JRYHUQPHQW� RIILFLDOV� DQG� 79(
PDQDJHPHQW�� WKRXJK� WKH� UHDO� HIIHFWLYHQHVV� YDULHV� DFURVV� GLIIHUHQW� FRPPXQLWLHV��%HFDXVH
FRPPXQLW\�PHPEHUV�� DV�RZQHUV�� SRVVHVV� WKH� ULJKW� WR�GHULYH�ERWK� VKRUW�UXQ� DQG� ORQJ�UXQ
UHVLGXDO�EHQHILWV�IURP�79(�RSHUDWLRQV��ZKHQ�QHFHVVDU\�WKH\�DUH�ZLOOLQJ�WR�JLYH�XS�VKRUW�
UXQ�EHQHILWV��VXFK�DV�GLYLGHQGV�DQG�SDUW�RI�ZDJHV�� LQ�H[FKDQJH�IRU� WKH�EHQHILWV�RI�JUHDWHU
ORQJ�UXQ� SURILWDELOLW\�� +HUH�� WKH� WHUP� 
EHQHILWV
� FDQ� EH� EURDGO\� GHILQHG� DV� LQFOXGLQJ� MRE
RSSRUWXQLWLHV�DQG�VHFXULW\��SHQVLRQ�IXQGV��DQG�FRPPXQDO�ZHOIDUH�SURJUDPPHV�LQ�KRXVLQJ�
KHDOWK�FDUH��LUULJDWLRQ��URDG�FRQVWUXFWLRQ��DQG�RWKHU�LQIUDVWUXFWXUH��%RZOHV�DQG�'RQJ�������
&KDQJ�DQG�:DQJ��������6XQ��������

$OWKRXJK� WKH� UHVLGXDO� FRQWURO� ULJKWV� H[HUFLVHG� E\� FRPPXQLW\� JRYHUQPHQWV�PD\� LPSO\� D
FHUWDLQ�ULVN�RI�EXUHDXFUDWL]DWLRQ�� WKH�FRQWURO�E\� WKH�JRYHUQPHQW�RYHU� LPSOHPHQWDWLRQ�DQG
FR�RUGLQDWLRQ�RI� LQWHUQDO� UHRUJDQL]DWLRQ��RU�RYHU� WKH� WDNH�RYHU�SURFHVV��GRHV�VLGH�VWHS� WKH
VRFLDO�DQG�HFRQRPLF�FRVWV�WKDW�ZRXOG�RFFXU�DV�D�UHVXOW�RI�HLWKHU�EDQNUXSWF\�WKURXJK�FRXUW
DFWLRQ�RU�WDNH�RYHU�E\�RXWVLGHUV��7KLV�FRQWURO�LV�TXLWH�VLPLODU�LQ�FKDUDFWHU�WR�WKDW�H[HUFLVHG
E\�WKH�PDLQ�EDQN�LQ�D�-DSDQHVH�FRUSRUDWH�JURXS��.HLUHWVX��

%HFDXVH� WKH� UHVLGXDO� FRQWURO� ULJKWV� RI� FRUH� 79(V� ZLWKLQ� D� FRPPXQLW\� LV� KHOG� E\� WKH
WRZQVKLS�RU�YLOODJH�JRYHUQPHQW�� WKH�FRPPXQLW\�EHFRPHV�D�GH� IDFWR� FRUSRUDWLRQ�RU� 
PLQL
FRQJORPHUDWH
�� IDFLQJ�D�KDUG�EXGJHW�FRQVWUDLQW��8QGHU� WKH�SUHVVXUH�RI� LQWHQVH�PDUNHW�DQG
LQWHUMXULVGLFWLRQDO� FRPSHWLWLRQ�� WKLV� DUUDQJHPHQW� FDQ� IDFLOLWDWH� D� FRQVHQVXV� RU� FRPPXQDO
QRUP�DPRQJ�FRPPXQLW\�PHPEHUV�� FRPPXQLW\�JRYHUQPHQW�RIILFLDOV�� DQG�79(�PDQDJHUV
DQG�ZRUNHUV�WR�PD[LPL]H�SURILWV�HYHQ�E\�VDFULILFLQJ�DOO�RU�SDUW�RI�ZDJH�LQFRPH��0RUHRYHU�



��

EHFDXVH�D�FRPPXQLW\�LV�GLYHUVLILHG�LQ�DQ�HFRQRPLF�VHQVH��LW�FDQ�GLYHUVLI\�WKH�EXVLQHVV�ULVN�
$� WRZQVKLS� RU� YLOODJH� FDQ� HDVLO\� FUHDWH� VHYHUDO� VPDOO�VFDOH� 79(V� LQ� PDQXIDFWXULQJ�
DJULFXOWXUH��FRPPHUFH��FRQVWUXFWLRQ��DQG�WUDQVSRUWDWLRQ�DQG�WKHQ�H[SDQG�WKH�VL]H�RI� WKHVH
79(V��6HFWLRQ������&KHQ��������=RX�DQG�6XQ��������

$�FRPPXQLW\�FDQ�EH�VHHQ�DV�D�VPDOO�VRFLHW\�� LQ�ZKLFK� WKH�FLWL]HQV�RZQHUV�FDQ�YRWH�E\�D
VKRZ�RI�KDQGV�LQ�VHPL�FRPSHWLWLYH�HOHFWLRQV�IRU�FRPPXQLW\�RIILFLDOV��,Q�ZHDOWKLHU�YLOODJHV
DQG�YLOODJHV�WKDW�HQMR\�D�ODUJH�79(�HFRQRP\��WKLV� LV�SDUWLFXODUO\�WUXH� �2
%ULHQ����������
DQG�����7KH�(FRQRPLVW����1RYHPEHU�������������+RZHOO���������7KH�YLOODJHUV�PD\� DOVR
GLUHFWO\�SDUWLFLSDWH�LQ�GLVFXVVLRQV�ZLWK�FRPPXQLW\�OHDGHUV��7KHVH�DYHQXHV�FRQWULEXWH�WR�WKH
UHVROXWLRQ�RI�WKH�DJHQF\�SUREOHPV�DQG�KHOS�UHGXFH�FRVWV�RI�RUJDQL]DWLRQ�

$� FRPPXQLW\� FDQ� DOVR� EH� VHHQ� DV� D� FRUSRUDWLRQ�� JRYHUQHG� E\�� IRU� LQVWDQFH�� D� V\VWHP� RI
UHVSRQVLELOLW\� FRQWUDFWV� DQG� VXEFRQWUDFWV�� 6XFK� D� V\VWHP� FDQ� EH� DUUDQJHG� EHWZHHQ� WKH
FRPPXQLW\� UHSUHVHQWDWLYH� DVVHPEOLHV� DQG� WKH� FRPPXQLW\� JRYHUQPHQW�� EHWZHHQ� WKH
JRYHUQPHQW� DQG� WKH�79(V�� DQG�ZLWKLQ� WKH�79(V��7KHVH� FRQWUDFWV� DQG� VXEFRQWUDFWV� KDYH
IDFLOLWDWHG�WKH�VROXWLRQ�RI�PRQLWRULQJ�SUREOHPV�ZLWKLQ�WKH�FRPPXQLW\�DQG�ZLWKLQ�WKH�79(V
�&KHQ��������/LQ��������:RQJ�HW�DO���������

����� &RPSDUDWLYH�DGYDQWDJHV�RI�79(�SHUVRQQHO�DQG�HPSOR\PHQW�V\VWHPV

)RU�79(�HPSOR\HHV�WKHUH�LV�QR�JXDUDQWHH�RI�OLIHWLPH�HPSOR\PHQW²WKH�VR�FDOOHG�
LURQ�ULFH
ERZO
²ZKLFK�KDV�EHHQ�HQMR\HG�E\�62(�HPSOR\HHV�XQWLO�YHU\�UHFHQWO\��7KHUH�KDYH�EHHQ�DQ
LQFUHDVLQJ�QXPEHU�RI�UXUDO�VXUSOXV�ODERXUHUV�ZKR�DUH�UHOHDVHG�E\�DJULFXOWXUDO�GHYHORSPHQW
DQG� SXVKHG� E\� UHJLRQDO� GHYHORSPHQW� XQEDODQFH�� 7KHUHIRUH�� WKH� UXUDO� ODERXU� PDUNHW� IRU
79(V� KDV� EHHQ� KLJKO\� FRPSHWLWLYH�� 79(V� FDQ� HPSOR\� ZRUNHUV� IURP� ERWK� ORFDO
FRPPXQLWLHV�DQG�RWKHU�SODFHV�RXWVLGH�WKHLU�FRPPXQLWLHV��7KDQNV�WR�WKH�FRPSHWLWLRQ��WKHUH
DUH� QR� JHQHURXV� ZHOIDUH� EHQHILWV� �KRXVLQJ� LQ� SDUWLFXODU�� IRU� 79(� HPSOR\HHV�� 7KH
HTXLYDOHQW�RI� WKH�XQHPSOR\PHQW�DQG�UHWLUHPHQW�LQVXUDQFH� IRU� WKHP�W\SLFDOO\� OLHV�RQ� WKHLU
ULJKWV� WR�XVH� WKHLU� FRQWUDFWHG� ODQG� LQ� WKHLU� KRPH�YLOODJHV��$V� D� FRQVHTXHQFH��79(V�KDYH
HQMR\HG�ORZ�ODERXU�FRVW�DQG�D�FOHDU�PDQDJHPHQW�REMHFWLYH��,Q�WKH�PHDQWLPH��D�FRPSHWLWLYH
ODERXU�PDUNHW�SOXV�D�ODQG�FRQWUDFWLQJ�V\VWHP�LQGXFHV�KLJK�ODERXU�PRELOLW\��WKH�RSSRUWXQLW\
FRVW� RI� XQHPSOR\PHQW� IRU� 79(� ZRUNHUV� EHLQJ� PXFK� ORZHU� WKDQ� IRU� 62(� ZRUNHUV�� ,I
XQHPSOR\HG��WKH�ZRUVW�WKLQJ�IRU�WKHP�LV�WR�UHWXUQ�WR�IDUPLQJ��7KLV�PRELOLW\�FRPELQHG�ZLWK
WKH�ERWWRP�OLQH�LQVXUDQFH�PD\�KHOS�UHGXFH�WKH�SUREOHP�RI�ODERXU�PDQDJHPHQW�FRQIOLFWV�

7KH� UROH�RI�79(�PDQDJHU� LV� UHODWLYHO\�ZHOO� GHILQHG��7KH� WDVNV� DQG� REMHFWLYHV� RI� D�79(
PDQDJHU�RU�PDQDJHPHQW�WHDP�DUH�W\SLFDOO\�VSHFLILHG�LQ�D�FRQWUDFW�EHWZHHQ�WKHP�DQG�WKHLU
WRZQVKLS�RU�YLOODJH�JRYHUQPHQW��7KH\�RQO\�QHHG�WR�UHSRUW�WR�WKH�FRPPXQLW\�JRYHUQPHQW�
7KLV�VLPSOH�SULQFLSDO�DJHQW�FRQWUDFW�DOVR�PDNHV� WKHLU�ZRUN� FRQVLGHUDEO\� HDVLHU� DQG�PRUH
HIILFLHQW�

7KH�PDMRU�FRPSHQVDWLRQ�IRU�79(�PDQDJHUV� LQFOXGHV�GLUHFW�SHFXQLDU\�EHQHILWV� LQ�YDULRXV
IRUPV� VXFK� DV� KLJKHU� ZDJHV�� \HDU�HQG� ERQXVHV� DQG� FRQWUDFW� IXOILOPHQW� ERQXVHV�� 7KHVH
ERQXVHV�DUH�FORVHO\�OLQNHG�ZLWK�WKH�79(�SHUIRUPDQFH�DQG�WKXV�FDQ�EH�FRQVLGHUHG�DV�D�NLQG
RI� VKDULQJ� VFKHPH�RI� UHVLGXDO�EHQHILWV��7\SLFDOO\�� WKH�ERQXVHV�RI�79(�PDQDJHUV� DUH�QRW
RQO\�UHODWHG�WR�WKHLU�RZQ�79(�SHUIRUPDQFH�EXW�DOVR�GHFLGHG�WKURXJK�FRPSDULVRQ�ZLWK�WKH
SHUIRUPDQFH� OHYHOV� RI� RWKHU� 79(V� LQ� WKH� VDPH� WRZQVKLS� RU� YLOODJH�� 7KLV� KRUL]RQWDO
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FRPSDULVRQ�KDV�JHQHUDWHG�FRPSHWLWLRQ�SUHVVXUH�DPRQJ�PDQDJHUV�RI�GLIIHUHQW�79(V��:X�HW
DO��������������

79(�PDQDJHUV�DOVR�IDFH�FRPSHWLWLRQ�DQG�WKUHDW�IURP�WKH�PDQDJHULDO�ODERXU�PDUNHW��7KH\
DUH�QRW�JXDUDQWHHG�OLIHWLPH�VWDWXV��DQG�WKHLU�WHUPV�DUH�IL[HG�IRU�D�OLPLWHG�SHULRG��$V�D�UHVXOW�
HQWUHSUHQHXUVKLS�KDV�GHYHORSHG�RYHU�WLPH�LQ�WKH�79(�VHFWRU��79(�PDQDJHUV�DUH�EHFRPLQJ
PRUH� H[SHULHQFHG� DQG� SURIHVVLRQDOO\� FRPSHWHQW�� DQG�PRUH� FDSDEOH� WR� GHDO� ZLWK� PDUNHW
FRPSHWLWLRQ�

79(�ZRUNHUV�DUH�HDV\�WR�EH�GLVFLSOLQHG�DQG�PDQDJHG��7KH\�KDYH�VXIILFLHQW�PRWLYDWLRQ�DQG
IDFH� VWURQJ� SUHVVXUH� WR� ZRUN� KDUG�� 7KH\� DUH� PRWLYDWHG� E\� WKH� FORVH� OLQN� EHWZHHQ� WKHLU
ZDJHV�DQG�SHUIRUPDQFH��3LHFH�UDWH�DQG� WHDP�UHVSRQVLELOLW\�ZDJH�V\VWHPV�DUH�FRPPRQ�LQ
WKH�79(�VHFWRU��79(�HPSOR\HHV�DUH�DOPRVW�ZLWKRXW�H[FHSWLRQ�FRQWUDFW�ZRUNHUV��KLUHG�IRU
WKH�\HDU�RU�WKH�VHDVRQ�ZLWK�QR�MRE�VHFXULW\�DV�WKHUH�DUH�PDQ\�RWKHUV�ZDLWLQJ�IRU�MREV��7KH\
RIWHQ� ZRUN� ORQJHU� KRXUV� DQG� PXFK� KDUGHU� WKDQ� 62(� ZRUNHUV� GR�� EHFDXVH� LI� WKHLU
SHUIRUPDQFH�LV�QRW�VDWLVIDFWRU\��WKHLU�MRE�FRQWUDFWV�PD\�QRW�EH�UHQHZHG�RU�HYHQ�WHUPLQDWHG
LQ�DGYDQFH��+R���������&ROOHFWLYHO\��LI�EXVLQHVV�JRHV�EDGO\��HYHU\ERG\�LQ�WKH�ILUP�ZLOO�ORVH
WKHLU� MRE��7KHUHIRUH�79(�ZRUNHUV�FOHDUO\�XQGHUVWDQG� WKDW� WKHLU�RZQ� IXWXUH� LV�FORVHO\� WLHG
ZLWK�WKDW�RI�WKH�ILUP��ZLWK�ZKLFK�WKH\�KDYH�WR�VKDUH�WKH�ULVN��%RZOHV�DQG�'RQJ��������

7KH�RXWVWDQGLQJ�SHUIRUPDQFH�RI�79(�ZRUNHUV�PD\�EH�IXUWKHU�H[SODLQHG�E\�D�NLQG�RI�JURXS
RU�PXWXDO�PRQLWRULQJ�DW� WKH�KRUL]RQWDO� OHYHO��7KLV�PHFKDQLVP�LV� LQGXFHG�E\� WKH� WKUHDW�RI
FROOHFWLYH�XQHPSOR\PHQW�FDXVHG�E\�WKH�IDLOXUH�RI�WKHLU�HQWHUSULVH��FUHDWLQJ�ZKDW�FRXOG�EH
GHVFULEHG� LQ� DFDGHPLF� WHUPV� DV� D� 
FR�RSHUDWLYH� FXOWXUH
� ZLWKLQ� D� VPDOO� FRPPRQV

�:HLW]PDQ�DQG�;X��������-HIIHUVRQ��������

��� :K\�79(V�QHHG�RZQHUVKLS�UHVWUXFWXULQJ

����� 7KH�PRVW�ZLGHO\�UHSRUWHG�UHDVRQ��
PHFKDQLVP�GHJHQHUDWLRQ


7KH�VR�FDOOHG�
PHFKDQLVP�GHJHQHUDWLRQ
�RI�79(V�KDV�EHHQ�ZLGHO\�UHSRUWHG�VLQFH�WKH�HDUO\
����V���� 79(� PHFKDQLVP� GHJHQHUDWLRQ� UHIHUV� PDLQO\� WR� LQFUHDVLQJ� EXUHDXFUDWL]DWLRQ� LQ
FRPPXQLWLHV�ZLWK�VXFFHVVIXO�79(V��VRIWHQLQJ�EXGJHW�FRQVWUDLQWV�DFURVV�79(V�LQ�WKH�VDPH
FRPPXQLW\�� DQG� RWKHU� WUHQGV� WRZDUGV� 62(�VLPLODU� PHFKDQLVPV�� 0DQ\� DVSHFWV� RI
PHFKDQLVP�GHJHQHUDWLRQ�KDYH�EHHQ�OLQNHG�WR�WKH�SUREOHPV�LQKHUHQW�LQ�79(�RZQHUVKLS�DQG
JRYHUQDQFH�VWUXFWXUHV��$PRQJ�WKHP��WZR�DUH�RIWHQ�SRLQWHG�RXW�

)LUVW��WRZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�DUH�QRW�SXUHO\�HFRQRPLF�DFWRUV��$V�79(V�PDWXUH�
WKH�REMHFWLYHV�RI� WRZQVKLS�DQG�YLOODJH�JRYHUQPHQW�RIILFLDOV�DUH�FRPLQJ� LQFUHDVLQJO\� LQWR
FRQIOLFW�ZLWK�WKRVH�RI�79(�PDQDJHUV��DOWKRXJK�LQLWLDOO\�WKHVH�WZR�VHWV�RI�REMHFWLYHV�ZHUH
TXLWH�VLPLODU��:DQJ��������6KL�DQG�<RX���������7RZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�KDYH
DVVLJQHG�SULRULW\�WR�UDLVLQJ�HPSOR\PHQW��ORFDO�SURVSHULW\�DQG�ILQDQFLDO�UHYHQXH��7KLV�FRXOG
FRQIOLFW� ZLWK� WKH� HIILFLHQF\� UHTXLUHPHQW� RI� LQGLYLGXDO� 79(V�� LPSRVH� 62(�VLPLODU
PHFKDQLVPV� WR� 79(V� DQG� WKXV� KLQGHU� WKH� VWDEOH�� ORQJ�WHUP� GHYHORSPHQW� RI� 79(V�� 7KH
SRZHUIXO� FRQWURO� ULJKWV� RI� WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� FRXOG� WKXV� OHDG� WR
XQIDYRXUDEOH�LQWHUIHUHQFH�LQWR�79(�PDQDJHPHQW��7RZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�DOVR

������������������������������������������������
���6HH��H�J��5HQ�HW�DO���������&KLQD�,QIRUPDWLRQ�'DLO\���$XJXVW����������0LQLVWU\�RI�$JULFXOWXUH�������
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VHHP� WR� EH� VKLIWLQJ� WKH� UHVSRQVLELOLW\� IRU� WKH� RYHUDOO� GHYHORSPHQW� RI� UXUDO� FRPPXQLWLHV
RQWR�LQGLYLGXDO�79(V�WKDW�WKH\�FRQWURO��$V�D�UHVXOW��PDQ\�79(V�DUH�QRZ�DOVR�H[SHULHQFLQJ
UHGXQGDQW� HPSOR\PHQW� DQG� LQFUHDVLQJO\� KHDY\� VRFLDO� EXUGHQV�� 7KH\� DUH� EHFRPLQJ� TXLWH
VLPLODU� WR�62(V� LQ�PDQ\�ZD\V�DQG� WKXV�FUHDWH�D�VWURQJ�GHVLUH� IRU� UHIRUP��%\UG�DQG�/LQ�
���������������DQG������6KL�DQG�<RX��������;X�DQG�=KDQJ��������

6HFRQG�� EXUHDXFUDWL]DWLRQ� DQG� FRUUXSWLRQ� DPRQJ� FRPPXQLW\� JRYHUQPHQW� RIILFLDOV� DQG
79(�PDQDJHUV� DUH� JURZLQJ�� ,Q� WKRVH� WRZQVKLSV� DQG� YLOODJHV�ZKHUH� WKH� GHYHORSPHQW� RI
JUDVVURRWV�GHPRFUDWL]DWLRQ�KDV�ODJJHG�EHKLQG�� WKH�SUREOHP�RI�ZKR�PRQLWRUV� WKH�PRQLWRUV
EHFRPHV� LQFUHDVLQJO\� VHULRXV�� 7KLV� LV� EHFDXVH� WKHUH� LV� D� ODFN� RI� HIIHFWLYH� FKHFNLQJ� DQG
UHVWUDLQW� GHYLFHV� WR� FXUE� FRUUXSW� EHKDYLRXU� RI� WKRVH� LQFUHDVLQJO\� SRZHUIXO� FRPPXQLW\
JRYHUQPHQW�RIILFLDOV��)RU�H[DPSOH��PDQ\�79(V�DUH�EHFRPLQJ�
SXUVHV
�RI�WKHLU�FRPPXQLW\
JRYHUQPHQWV��UHTXLUHG�WR�SD\�DOO�VRUW�RI�H[SHQVHV�IRU�WKH�FRPPXQLW\�JRYHUQPHQW�RIILFLDOV�
$QG� PDQ\� 79(� PDQDJHUV� DUH� VWULSSLQJ� 79(� DVVHWV� IRU� WKHLU� RZQ� XVHV� �6KL� DQG� <RX�
������

$OWKRXJK�WKHUH�KDV�EHHQ�VXSHUYLVLRQV�IURP�FRXQW\�JRYHUQPHQWV�DV�KLJKOLJKWHG�LQ�&KH�DQG
4LDQ� �������� WKLV� NLQG� RI�PRQLWRULQJ�PD\� EH� OLPLWHG� GXH� WR� WKH� SUREOHP� RI� LQIRUPDWLRQ
DV\PPHWU\��7KH�UHVWUDLQWV�IURP�FRXQW\�JRYHUQPHQWV�DUH�PDLQO\�EDVHG�RQ�WKH�GLVFLSOLQH�RI
WKH� &RPPXQLVW� 3DUW\�� 7KLV� PD\� QRW� PDNH� VHQVH� IRU� PRVW� RIILFLDOV� DW� JUDVVURRWV� OHYHO�
EHFDXVH�WKH�SUREDELOLW\� WKDW� WKH\�ZLOO�EH�SURPRWHG� WR� WKH�VWDWXV�RI�D� IRUPDO�EXUHDXFUDW� LV
VPDOO��,QGHHG��FRPSDUHG�ZLWK�WKH�HFRQRPLF�DQG�VRFLDO�UHQWV�WKH\�HQMR\�IURP�WKH�79(V��WKH
FDUHHU�RI�EHLQJ�D�ORZ�UDQN�EXUHDXFUDW�LV�QRW�WKDW�DWWUDFWLYH��,Q�DGGLWLRQ��WKLV�PRQLWRULQJ�LV
ERXQG�WR�EH�ZHDN�EHFDXVH�RI�WKH�FRPPXQLFDWLRQ�GLIILFXOWLHV�LQ�UXUDO�DUHDV�DQG�WKH�IDFW�WKDW
WKHUH� DUH� XVXDOO\� D� ODUJH� QXPEHU� RI� FRPPXQLW\�UXQ� 79(V�� WRZQVKLSV� DQG� YLOODJHV� LQ� D
FRXQW\���

7KH� SKHQRPHQRQ� RI� 
PHFKDQLVP� GHJHQHUDWLRQ
� LV� UHSRUWHG� WR� KDYH� EHFRPH� LQFUHDVLQJO\
ZLGHVSUHDG�DQG�WR�EH�VXIILFLHQWO\�VHULRXV�WR�MXVWLI\�WKH�GHPDQG�IRU�RZQHUVKLS�UHVWUXFWXULQJ�
+RZHYHU��WKH�H[SODQDWLRQ�EDVHG�RQ�PHFKDQLVP�GHJHQHUDWLRQ�FDQQRW�MXVWLI\�WKH�VXSSO\�VLGH
UHDVRQ�IRU�RZQHUVKLS�UHVWUXFWXULQJ��6LQFH�WKH�79(�PDQDJHUV�DQG�FRPPXQLW\�JRYHUQPHQW
RIILFLDOV�FOHDUO\�EHQHILW�IURP�WKH�PHFKDQLVP�GHJHQHUDWLRQ��ZKDW�LQFHQWLYH�GR�WKH\�KDYH�WR
JLYH�XS� WKHLU� EHQHILWV� DQG� WR� LQLWLDWH�RZQHUVKLS� UHVWUXFWXULQJ"� ,Q� RUGHU� WR� XQGHUVWDQG� WKH
LQFHQWLYH�FRPSDWLEOH� UHDVRQ� IRU� RZQHUVKLS� UHVWUXFWXULQJ� RI� WKH� FRUH� 79(V�� ZH� QHHG� WR
H[DPLQH� WKH� LQWHUWHPSRUDO� DVVHW� VWUXFWXUH� RI� WKH� FRUH� 79(V� LQ� FRPSDULVRQ� ZLWK� RWKHU
RZQHUVKLS�IRUPV�

����� $Q�LQFHQWLYH�FRPSDWLEOH�UHDVRQ��FDSLWDOL]DWLRQ�XUJH

,Q� 7DEOH� ���� ZH� FRPSDUH� WKH� GHEW�DVVHW� UDWLRV� EHWZHHQ� 79(V� DQG� LQGXVWULDO� 62(V� DQG
DPRQJ� 79(V� ZLWK� GLIIHUHQW� RZQHUVKLS� IRUPV� IRU� ������ ZKHQ� FRPSDUDEOH� GDWD� DUH
DYDLODEOH��,W�FDQ�EH�VHHQ�WKDW�WRZQVKLS�UXQ�79(V�KDG�WKH�KLJKHVW�GHEW�DVVHWV�UDWLR�����SHU
FHQW���WKHQ�LQGXVWULDO�62(V�LQ�VHFRQG�����SHU�FHQW���YLOODJH�UXQ�79(V�LQ�WKLUG�����SHU�FHQW��
'HEW�DVVHW�UDWLRV�LQ�SULYDWH�79(V�ZHUH�YHU\�ORZ�����SHU�FHQW�IRU�MRLQW�KRXVHKROG�UXQ�ILUPV
DQG����SHU�FHQW�IRU�LQGLYLGXDO�KRXVHKROG�UXQ�ILUPV��$OWKRXJK�LQGXVWULDO�62(V�DUH�W\SLFDOO\

������������������������������������������������
��� ,Q� ����� HDFK� FRXQW\� KDG� RQ� DYHUDJH� ����� WRZQVKLSV�� ������ YLOODJHV�� DQG� ������ FRPPXQLW\� UXQ� 79(V
�<HDUERRN��������������DQG������



��

PRUH�FDSLWDO�LQWHQVLYH�DQG�KDYH�HQMR\HG�PRUH�HTXLW\�LQYHVWPHQW�IURP�WKH�VWDWH��PDNLQJ�WKH
GLUHFW�FRPSDULVRQ�XQIDLU�IRU�79(V��WKH�FRPSDULVRQ�LQGLFDWHV�WKDW�ERWK�LQGXVWULDO�62(V�DQG
WRZQVKLS�UXQ�62(V�ZHUH�KLJKO\�OHYHUDJHG�RQ�DYHUDJH�LQ�������9LOODJH�UXQ�79(V�VWDUWHG�WR
KDYH�H[FHVVLYH�GHEWV�DV�ZHOO�

'DWD�ZKLFK�ZRXOG�DOORZ�H[WHQVLRQ�RI�7DEOH�����WKURXJK�WLPH�DUH�QRW�DYDLODEOH��+RZHYHU�
ZH� GR� KDYH� VXFK� LQWHUWHPSRUDO� GDWD� IRU� DQ� LOOXVWUDWLYH� SUHIHFWXUH�OHYHO� FLW\�� 6XVKL� LQ
-LDQJVX�3URYLQFH��79(V� LQ�6X]KRX�KDYH� EHHQ� UHJDUGHG� DV� UHSUHVHQWDWLYH� RI� DQ� DSSURDFK
NQRZQ�DV� WKH�6RXWKHUQ�-LDQJVX�0RGHO� LQ�ZKLFK� DOO�79(V�DUH� FROOHFWLYHO\� HVWDEOLVKHG�E\
WRZQVKLS� DQG� YLOODJH� FRPPXQLWLHV� DQG� KDYH� NHSW� SXUH� FRPPXQLW\� RZQHUVKLS� XQWLO� YHU\
UHFHQWO\��7DEOH�����VKRZV�WKH�ULVLQJ�WUHQG�RI�GHEW�DVVHW�UDWLR�RI�DOO�FRPPXQLW\�UXQ�79(V�LQ
6X]KRX��7DEOHV�����DQG�����VKRZ�WKDW�FRPPXQLW\�UXQ�79(V�LQ�6X]KRX�KDG�WKH�GHEW�DVVHW
UDWLR�RI������SHU�FHQW�LQ�������YHU\�VLPLODU�WR�WKH�FRUUHVSRQGLQJ�QDWLRQDO�DYHUDJH�RI������LQ
������ 7KLV� VLPLODULW\� PD\� EH� LQVWUXFWLYH� IRU� RXU� XQGHUVWDQGLQJ� RI� WKH� ZRUVHQLQJ� GHEW
EXUGHQ�LVVXH�RI�79(V�DW�WKH�QDWLRQDO�OHYHO��6HFRQG��7DEOH�����VKRZV�D�UDSLG�ULVLQJ�RI�GHEW�
DVVHW�UDWLRV�IURP������RQZDUGV��,Q�WKH�ILUVW�KDOI�RI�WKH�����V��79(V�LQ�6X]KRX�KDG�D�TXLWH
KHDOWK\�GHEW�HTXLW\�VWUXFWXUH��+RZHYHU��DORQJ�ZLWK�WKHLU�VXFFHVV�DQG�WDNH�RII�RYHU�WKH�QH[W
GHFDGH�� WKHLU� GHEW�DVVHW� UDWLR� LQFUHDVHG� UDSLGO\� DQG� KDYH� UHDFKHG� RYHU� ��� SHU� FHQW� VLQFH
�����

,Q�FRQVLGHUDWLRQ�RI�WKH�IDFW�WKDW�WKH�DYHUDJH�GHEW�DVVHW�UDWLR�PD\�FRYHU�WKH�KHWHURJHQHRXV
UHDO�GHEW�HTXLW\�VWUXFWXUHV�DFURVV� ILUPV��ZH�SUHVHQW�D�FRPSDULVRQ�RI�GHEW�DVVHW� UDWLRV�DQG
SHUIRUPDQFH� IRU� ���� VXUYH\HG� WRZQVKLS�UXQ�79(V� LQ�7DEOH� �����ZKLFK� LV� EDVHG� RQ� GDWD
IURP�D�VXUYH\�FRQGXFWHG�LQ�6RXWKHUQ�-LDQJVX�LQ�������7KHVH�WRZQVKLS�UXQ�HQWHUSULVHV�KDG
DQ�DYHUDJH�GHEW�DVVHW� UDWLR�RI������SHU� FHQW��ZKLFK�ZDV� VOLJKWO\� KLJKHU� WKDQ� WKH� QDWLRQDO
DYHUDJH�RI����SHU�FHQW��7DEOH������

7KUHH�REVHUYDWLRQV�FDQ�EH�GLUHFWO\�VSHOOHG�RXW�IURP�7DEOH�����

�D��$PRQJ�WKH�VXUYH\HG�79(V��RQO\�������SHU�FHQW��KDG�KHDOWK\�GHEW�DVVHW�UDWLRV�RI�OHVV�RU
HTXDO�WR����SHU�FHQW���������SHU�FHQW��ZHUH�H[WUHPHO\�KLJKO\�OHYHUDJHG�ZLWK�GHEW�DVVHW
UDWLRV�RI�RYHU����SHU�FHQW��DQG��������SHU�FHQW��ZHUH�GH�IDFWR�LQVROYHQW�ZLWK�GHEW�DVVHW
UDWLRV�RI�RYHU�����SHU�FHQW�

�E��7KDQNV�WR�WKH�ODERXU�LQWHQVLYH�IHDWXUH�DQG�ORZ�ODERXU�FRVWV��RYHU����SHU�FHQW�RI�WKRVH
79(V�ZLWK�GHEW�DVVHW�UDWLRV�EHWZHHQ����DQG����SHU�FHQW�ZHUH�VWLOO�SURILWDEOH�

�F��+RZHYHU�� WKHUH� LV� DQ� REYLRXV� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� WKH� SURSRUWLRQV� RI� ORVV�
PDNLQJ�ILUPV�LQ�HDFK�JURXS�DQG�JURXS�GHEW�DVVHW�UDWLRV��,Q�WKH�ILUVW�JURXS�ZLWK�KHDOWK\
GHEW�DVVHW� UDWLRV��QR�ILUPV�PDGH�D� ORVV�� ,Q� WKH�JURXSV�ZLWK�GHEW�DVVHW� UDWLRV�RI�������
��������DQG�RYHU�����SHU�FHQW�� ORVV�PDNLQJ�ILUPV�DFFRXQWHG�IRU�DERXW���������DQG���
SHU� FHQW� RI� WKH� WRWDO� QXPEHU� RI� 79(V� LQ� HDFK� JURXS�� UHVSHFWLYHO\�� 7KLV� SRVLWLYH
FRUUHODWLRQ�LQGLFDWHV�WKDW�WKH�ILUP�ZLWK�KLJKHU�GHEW�DVVHW�UDWLR�IDFHV�QRW�RQO\�KLJKHU�FRVW
RI�GHEW�VHUYLFHV�EXW�DOVR�KLJKHU�ULVNV�RI�EXVLQHVV�IDLOXUH�

:K\�ZDV�WKH�GHEW�DVVHW�UDWLR�RI�FRPPXQLW\�UXQ�79(V�ULVLQJ�VR�UDSLGO\�LQ�WKH�����V�DQG�KDV�LW
UHPDLQHG�DW�VR�KLJK�OHYHO�LQ�WKH�����V"�7KHUH�DUH�WZR�PRVW�LQWXLWLYH�DQG�LQVWUXFWLYH�UHDVRQV�
)LUVW��WKH�FRQWLQXRXV�HQWU\�RI�D�ODUJH�QXPEHU�RI�79(V�DQG�RWKHU� W\SH�RI�ILUPV�LQWHQVLILHG
FRPSHWLWLRQ��HURGLQJ� WKH�H[FHSWLRQDO�SURILWV�DYDLODEOH� HDUO\�RQ� �6HFWLRQ�������$V�D� UHVXOW�
WKH�UDWLR�RI�SURILWV�DIWHU�WD[HV�RYHU�DVVHWV�IRU�FRPPXQLW\�UXQ�79(V�VWHDGLO\�GHFUHDVHG�IURP
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PRUH�WKDQ����SHU�FHQW�LQ�WKH�HDUO\�����V�WR�DERXW�����SHU�FHQW�LQ������DQG�������<HDUERRN�
�������������79(�<HDUERRN������������������������7KH�VWHDGLO\�GHFOLQLQJ�SURILWDELOLW\�KDV
VLJQLILFDQWO\� UHGXFHG� WKH� FDSLWDO� DFFXPXODWLRQ� FDSDELOLW\� RI� WKH� FRUH� 79(V� DQG� SXVKHG
WKHP�WR�LQFUHDVLQJO\�GHSHQG�RQ�FUHGLW�ILQDQFLQJ�

6HFRQG�� DORQJ� ZLWK� WKH� UDSLG� H[SDQVLRQ� RI� FRPPXQLW\� FRQJORPHUDWHV�� WKH� ILQDQFLDO
FDSDELOLW\� IRU� WKH� FRPPXQLW\� JRYHUQPHQW� WR� FURVV�VXEVLGL]H� LWV� 79(V� DQG� WR� JXDUDQWHH
PRUH�ORDQV�IRU�WKHP�KDV�LQFUHDVHG�UDSLGO\�DV�ZHOO��7KLV�PDNHV�LW�IHDVLEOH�IRU�WKH�FRUH�79(V
WR�LQFUHDVLQJO\�UHO\�RQ�GHEW�ILQDQFLQJ��$W�WKH�VDPH�WLPH��LQIRUPDWLRQ�DV\PPHWU\�SUREOHP
EHFRPHV� LQFUHDVLQJO\� VHYHUH� GXH� WR� WKH� VSHHGLO\� H[SDQGHG� VFDOH� RI� WKH� FRPPXQLW\
FRQJORPHUDWH�DQG�WKH�DFFRPSDQ\LQJ�EXUHDXFUDWL]DWLRQ��$V�D�FRQVHTXHQFH��LQGLYLGXDO�FRUH
79(V� WDNH� WKH� DGYDQWDJH� RI� VRIWHQLQJ� EXGJHW� FRQVWUDLQW� WR� ERUURZ�PRUH�� FKRRVH� KLJKHU
ULVN��EXW�UHGXFH�WKHLU�HIIRUW��=RX�DQG�6XQ��������SURSRVLWLRQ����

%HFDXVH�WKH�EXGJHW�FRQVWUDLQW�IRU�WKH�FRPPXQLW\�DV�D�ZKROH�KDV�EHHQ�DQG�ZLOO�FRQWLQXH�WR
EH�KDUG��WKH�LPSOLFDWLRQ�RI�RSSRUWXQLVWLF�DFWLYLWLHV�E\�LQGLYLGXDO�79(V�IRU�WKH�FRPPXQLW\
JRYHUQPHQW�LV�FOHDU�DQG�VWUDLJKWIRUZDUG��7KH�FRPPXQLW\�JRYHUQPHQW�XOWLPDWHO\�EHDUV�WKH
XQOLPLWHG�OLDELOLW\�IRU� LWV�FRPPXQLW\�79(V��7KLV� LQFUHDVLQJO\�VRIWHQLQJ�EXGJHW�FRQVWUDLQW
WR�LQGLYLGXDO�79(V�PD\�ILQDOO\�LQGXFH�WKH�EDQNUXSWF\�RI�WKH�ZKROH�FRPPXQLW\��,Q�RUGHU�WR
JHW�ULG�RI� WKH�XQOLPLWHG� OLDELOLW\� LW�KROGV� IRU� LWV�FRPPXQLW\�79(V�DQG�DYRLG� WKH� WKUHDW�RI
FRPPXQLW\�EDQNUXSWF\��WKH�FRPPXQLW\�JRYHUQPHQW�ZLWK�PDQ\�KLJKO\�OHYHUDJHG�79(V�KDV
VWURQJ�LQFHQWLYH�WR�LQLWLDWH�RZQHUVKLS�UHVWUXFWXULQJ�SURJUDPPH�ZLWKLQ�WKH�FRPPXQLW\��)RU
WKH� LQWHUHVW� RI� WKH� FRPPXQLW\� JRYHUQPHQW�� WKH� ILUVW� SXUSRVH� RI� WKH� UHVWUXFWXULQJ� LV
FDSLWDOL]DWLRQ� RI� WKH� FRPPXQLW\�UXQ� 79(V�� ,Q� FRPSDULVRQ� ZLWK� FRXQW\� DQG� FLW\
JRYHUQPHQWV��WRZQVKLS�DQG�YLOODJH�JRYHUQPHQWV�IDFH�IHZHU�SROLWLFDO�FRQVWUDLQWV��DYRLGDQFH
RI�OD\RIIV�LV�QRW�D�FRQVWUDLQW�IRU�79(V��6HFWLRQ������DQG�WKH�FRPPXQLW\�JRYHUQPHQWV�KDYH
FRQVWDQWO\� LQLWLDWHG� UHRUJDQL]DWLRQ� DQG� OLTXLGDWLRQ� RI� FRPPXQLW\� 79(V� VLQFH� WKH� YHU\
EHJLQQLQJ��=RX�DQG�6XQ��������VHFWLRQ����

3URILWDEOH�79(V�KDYH�WR�IROORZ�WKH�RUGHUV�IURP�WKH�FRPPXQLW\�JRYHUQPHQW�WR�OHQG�PRQH\
WR�IHOORZ�79(V�ZLWK�SRRUHU�SHUIRUPDQFH��7KH�RSSRUWXQLW\�FRVWV�RI�VXFK�OHQGLQJ�DUH�YHU\
KLJK��EHFDXVH�QRW�RQO\�LV�WKH�OLNHOLKRRG�RI�UHSD\PHQW�ORZ��EXW�DOVR�WKH�OHQGHUV�FDQ�XVH�WKH
PRQH\� PRUH� HIILFLHQWO\�� ,Q� WKLV� VHQVH� WKH\� DUH� ORVHUV� H[� SRVW� XQGHU� WKH� FRPPXQLW\
RZQHUVKLS��([�DQWH��LI�WKH�SUREDELOLW\�LV�KLJK�WKDW�D�79(�ZLOO�EH�SURILWDEOH��WKH�SHUFHSWLRQ
RI� WKH�YDOXH�RI� WKH� FURVV�VXEVLG\� IRU� WKLV�79(�ZLOO� EH�QHJDWLYH��7KHUHIRUH� WKH�79(�ZLOO
KDYH� VWURQJ� LQFHQWLYH� WR� VHHN� PRUH� DXWRQRP\�� WR� LPSURYH� LWV� DVVHW� VWUXFWXUH�� DQG� WR
VWUHQJWKHQ�LWV�FRPSHWLWLYH�DELOLW\�WKURXJK�RZQHUVKLS�UHVWUXFWXULQJ�

$OWKRXJK� ORVV�PDNLQJ�79(V�EHQHILW� IURP� WKH� FURVV�VXEVLGLHV�ZLWKLQ� WKH� FRPPXQLW\� DQG
IURP� WKH� ORDQV� JXDUDQWHHG� E\� WKH� FRPPXQLW\� JRYHUQPHQW�� WKH\� IDFH� WKH� SUHVVXUH� RI
ORZHULQJ�UHSXWDWLRQ�DQG�WKH�WKUHDW�RI�OLTXLGDWLRQ�DQG�FORVLQJ�GRZQ��2QFH�WKH�ILUP�LV�FORVHG
GRZQ��ERWK�PDQDJHUV�DQG�ZRUNHUV�ZLOO�ORVH�WKHLU�QRQ�DJULFXOWXUDO�MREV�WKXV�WKH�VRXUFHV�RI
KLJKHU�LQFRPH�DQG�PRUH�UHVSHFWHG�VRFLDO�VWDWXV��:KHQ�WKH�ILUP�FRQWLQXHV�LWV�EXVLQHVV��WKH
FRPSHQVDWLRQ�IRU�ERWK�PDQDJHUV�DQG�ZRUNHUV�LV�W\SLFDOO\�ORZ�EHFDXVH�WKH�ILUP�KDV�WR�SD\
WKH�LQWHUHVW�DQG�SDUW�RI�SULQFLSDOV�RI� LWV�GHEW�ILUVW��7KHUHIRUH�� WKH� ORVV�PDNLQJ�79(V�KDYH
VWURQJ� PRWLYDWLRQ� WR� DYRLG� FORVLQJ�GRZQ� DQG� WR� LQFUHDVH� WKHLU� HTXLW\� FDSLWDO� WKURXJK
RZQHUVKLS�UHVWUXFWXULQJ�



��

)RU� 79(�ZRUNHUV� WKH� LQFUHDVH� RI� HTXLW\� FDSLWDO� LQ� WKHLU� 79(V� ZLOO� VWUHQJWKHQ� WKHLU� MRE
VHFXULW\�DQG�EULQJ�WKHP�PRUH�LQFRPH�LQ�WHUPV�RI�ZDJH��ERQXVHV��VRFLDO�ZHOIDUH��DQG�RWKHUV�
3DLG�VXEVFULSWLRQ�RI�VKDUHV�LV�RIWHQ�LPPHGLDWHO\�FRPSHQVDWHG�LQ�SDUW�E\�WKH�GLVWULEXWLRQ�RI
WKH�
PDWFKLQJ�VKDUHV
��SHL�JX���7KH�PDWFKLQJ�VKDUHV�DUH�IUHH�RI�FKDUJH��LQ�WKH�SURSRUWLRQ�RI
RQH�VXEVFULSWLRQ�WR�RQH�RU� WZR�PDWFKLQJ�VKDUHV��DQG�FRUUHVSRQG�WR�WKH�RULJLQDO�FROOHFWLYH
HTXLW\��7KHVH�VKDUHV�WRJHWKHU�ZLOO�EULQJ�GLYLGHQGV�LQ�WKH�IXWXUH�DQG�WKH�VXEVFULEHG�VKDUHV
FDQ� EH� WUDQVIHUUHG� ZLWKLQ� WKH� FRPPXQLW\� DQG� LQ� VRPH� FDVH� RXW� RI� WKH� FRPPXQLW\�� ,Q
DGGLWLRQ�� WKHVH� VKDUHV� EULQJ� WKH� 79(� ZRUNHUV� FHUWDLQ� FRQWURO� ULJKWV� RYHU� WKHLU� 79(V�
7KHUHIRUH�� 79(�ZRUNHUV�ZKR� KDYH� ULJKWV� WR� VXEVFULEH� VKDUHV� RIWHQ� VWURQJO\� VXSSRUW� WKH
RZQHUVKLS�UHVWUXFWXULQJ�WKURXJK�IRUPDWLRQ�RI� MRLQW�VWRFN�FR�RSHUDWLYHV��+RZHYHU� WKH�KDOI
RI� WKRVH�ZRUNHUV�ZKR�KDYH� QR� VXFK� ULJKWV� �WHPSRUDU\�ZRUNHUV� IURP� RWKHU� FRPPXQLWLHV�
IHHO�GLVVDWLVILHG�ZLWK�VXFK�UHVWUXFWXULQJ��:DQJ�HW�DO�����������������

��� 7KH�HPHUJHQFH�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�79(�VHFWRU

$OWKRXJK�WKH�RZQHUVKLS�UHVWUXFWXULQJ�RI�FRUH�79(V�KDV�WDNHQ�GLYHUVH�IRUPV��WKH�GRPLQDQW
RQH� LV� WKH� MRLQW�VWRFN� FR�RSHUDWLYH�� 7DEOH� ���� UHSRUWV� WKH� GLVWULEXWLRQ� RI� WKH� IRUPV� RI
RZQHUVKLS�UHVWUXFWXULQJ�LQ�WKH�FRUH�79(�VHFWRU�E\�WKH�HQG�RI�������1DWLRQ�ZLGH������SHU
FHQW�RI�FRUH�79(V�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS�KDG�UHVWUXFWXUHG�WKHLU�RZQHUVKLS
IRUP�E\� WKDW� WLPH��2I� WKHVH� UHVWUXFWXULQJ�FRUH�79(V��������SHU�FHQW�DGRSWHG� WKH� IRUP�RI
MRLQW�VWRFN�FR�RSHUDWLYH��������SHU�FHQW��PDLQO\�VPDOO�RQHV��ZHUH�VROG�WR�SULYDWH�LQYHVWRUV�
����� SHU� FHQW� ZHUH� WUDQVIRUPHG� LQWR� OLPLWHG� OLDELOLW\� FRPSDQLHV� ZLWK� PDQDJHPHQW�� RU
RXWVLGH�LQYHVWRU�RZQHUVKLS�������SHU�FHQW�ZHUH�PHUJHG�RU�RUJDQL]HG�LQWR�FRUSRUDWH�JURXSV�
����� SHU� FHQW�ZHUH� UHVWUXFWXUHG� LQWR� MRLQW�VWRFN� FRPSDQLHV� �SDUW� RI� WKHP� EHFDPH� RSHQO\
KHOG� FRPSDQLHV��� ����� SHU� FHQW� ZHQW� LQWR� EDQNUXSWF\�� DQG� ILQDOO\�� ������ SHU� FHQW� ZHUH
OHDVHG�PDLQO\�WR�PDQDJHUV�RU�PDQDJHU�WHDPV�RU�UH�UHJLVWHUHG�EDFN�WR�SULYDWH�RZQHUVKLS�

$PRQJ�WKH�UHVWUXFWXULQJ�IRUPV�OLVWHG�LQ�7DEOH������WKH�IRUP�RI�MRLQW�VWRFN�FR�RSHUDWLYH�LV
ERWK�QHZ�DQG�GRPLQDQW��DQG�LV�WKXV�WKH�RQH�WKDW�KROGV�WKH�JUHDWHVW�UHVHDUFK�LQWHUHVW��0DQ\
ORFDO� YDULHWLHV� RI� WKH� MRLQW�VWRFN� FR�RSHUDWLYH� IRUP� KDYH� HYROYHG� SDWK�GHSHQGHQWO\� DQG
DGDSWHG� WR� ORFDO� SROLWLFDO� DQG� LQVWLWXWLRQDO� FRQGLWLRQV�� ,Q� RUGHU� WR� VNHWFK� RXW� WKH� PDMRU
IHDWXUHV�RI�WKH�RZQHUVKLS�DQG�JRYHUQDQFH�VWUXFWXUHV�HPHUJLQJ�LQ�GLIIHUHQW�ORFDO�PRGHOV��ZH
FODVVLI\�WKHP�LQWR�WKUHH�VW\OL]HG�JURXSV��FRPPXQLW\�EDVHG��HQWHUSULVH�EDVHG��DQG�WKRVH�LQ
WKH�EURDG�DJULFXOWXUDO�VHFWRU���

����� &RPPXQLW\�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYHV

&RPPXQLW\�EDVHG� MRLQW�VWRFN� FR�RSHUDWLYHV� HPHUJHG� LQ� WKH� ODWH� ����V� LQ� WKRVH� ULFK
YLOODJHV� ZLWK� VLJQLILFDQW� FROOHFWLYH� FDSLWDO� DFFXPXODWLRQ� DQG� ORFDWHG� RQ� WKH� RXWVNLUWV� RI
UDSLGO\� H[SDQGLQJ� FLWLHV� OLNH� *XDQJ]KRX� DQG� 6KHQ]KHQ�� 7KH� GLUHFW� GULYLQJ� IRUFHV� IRU
HVWDEOLVKPHQW� RI� FRPPXQLW\� EDVHG� MRLQW�VWRFN� FR�RSHUDWLYHV� LQFOXGH�� �D�� UHOHDVLQJ� WKH
ODVWLQJ� WHQVLRQ�DQG� LQFUHDVLQJO\� VKDUS� FRQIOLFWV�EHWZHHQ�YLOODJH�JRYHUQPHQW�RIILFLDOV�DQG
YLOODJHUV���E��D�ODUJH�QXPEHU�RI�YLOODJHUV�KDYLQJ�WR�OHDYH�WKH�FRPPXQLW\�IROORZLQJ�WKH�VWDWH
UHTXLVLWLRQ� RI� WKHLU� ODQGV�� DQG� �F��PHHWLQJ� WKH� KLJK� HTXLW\� FDSLWDO� GHPDQG� RI� WKH� YLOODJH
HFRQRP\�

������������������������������������������������
���7KH�EURDG�DJULFXOWXUDO�VHFWRU�LQFOXGHV�IDUPLQJ��IRUHVWU\��DQLPDO�KXVEDQGU\��DQG�ILVKHU\�



��

7KH� WHQVLRQ� DQG� FRQIOLFWV� UHVXOWHG� IURP� WKH� LQFUHDVLQJ� EXUHDXFUDWL]DWLRQ� RI� FRPPXQLW\
JRYHUQPHQWV�DQG�FRUUXSW�EHKDYLRXU�RI�FRPPXQLW\�RIILFLDOV��&RPPXQLW\�RIILFLDOV�HQMR\HG
FRPSOHWH�FRQWURO�RYHU�FROOHFWLYH�DVVHWV�EXW�GLG�QRW�QHHG�WR�EHDU�WKH�GRZQVLGH�ULVNV��7KHLU
FRUUXSW�EXVLQHVV�GHDOLQJV�� UHSHDWHG� ORVV�PDNLQJ� GHFLVLRQV� DQG� DVVHW� VWULSSLQJ� EHKDYLRXUV
ILQDOO\� LQGXFHG� RSHQ� FRQIOLFWV� DQG� IRUFHG� WKH� KLJKHU� OHYHO� JRYHUQPHQWV� WR� ORRN� IRU
VROXWLRQV�� ,Q� WKRVH�YLOODJHV� WKDW�VXIIHUHG� IURP�RSHQ�FRQIOLFWV�� WKH� MRLQW�VWRFN�FR�RSHUDWLYH
IRUP�ZDV�ILUVWO\�UHJDUGHG�DV�D�ZD\�WR�HVWDEOLVK�HFRQRPLF�GHPRFUDF\�E\�WKH�FRUUHVSRQGLQJ
KLJKHU�OHYHO�JRYHUQPHQWV��+XDQJ�������������

/HWWLQJ�HYHU\�DGXOW�YLOODJHU�EHFRPH�D�VKDUHKROGHU�DQG�VHWWLQJ�XS�WKH�JRYHUQDQFH�VWUXFWXUH
VLPLODU�WR�RQH�LQ�D�VKDUH�KROGLQJ�FRPSDQ\�KDYH�LQ�IDFW�EURXJKW�ERWK�HFRQRPLF�DQG�SROLWLFDO
GHPRFUDF\�LQWR�WKHVH�FRPPXQLWLHV��(DFK�KRXVHKROG�VHOHFWV�LWV�VKDUH�KROGHU�UHSUHVHQWDWLYH�
:LWKLQ�WKH�DVVHPEOLHV�RI�VKDUHKROGHU�UHSUHVHQWDWLYHV��WKH�
RQH�SHUVRQ�RQH�YRWH
�SULQFLSOH�LV
DGRSWHG�� %\� WKLV� DUUDQJHPHQW�� WKH� VLJQLILFDQW� EHQHILWV� IURP� PHPEHUVKLS� VKDUHV� DQG
VXEVFULEHG�VKDUHV�JHQHUDWH�DQ�LQFHQWLYH�IRU�KRXVHKROGV�WR�SDUWLFLSDWH�WKH�HTXLW\�GHPRFUDF\�
7KH� IUDPHZRUN� RI� VKDUH�KROGHU� UHSUHVHQWDWLYH� DVVHPEOLHV� PRQLWRULQJ� ERDUG� RI� GLUHFWRUV
DQG�ERDUG�RI�GLUHFWRUV�PRQLWRULQJ�79(�PDQDJHUV� SURYLGHV� D�PHFKDQLVP� IRU� YLOODJHUV� WR
H[HUFLVH�GHPRFUDF\�PRUH�UHJXODUO\�DQG�HIIHFWLYHO\��$OWKRXJK�FRPPXQLW\�FROOHFWLYH�VKDUHV
FRQWLQXH� WR� H[LVW�� WKH� FRQWURO� ULJKWV� RYHU� WKHP� DUH� HTXDOO\� VKDUHG� DFURVV� FRPPXQLW\
KRXVHKROGV�� UDWKHU� WKDQ� VLPSO\� EHLQJ� H[HUFLVHG� E\� FRPPXQLW\� OHDGHUV�� 7KLV� PDNHV
FRPPXQLW\� FROOHFWLYH� VKDUHV� TXLWH� GLIIHUHQW� IURP� VWDWH� VKDUHV� LQ� UHVWUXFWXUHG� 62(V
�6HFWLRQV�����DQG������

,Q� WKH� FRDVWDO� DUHDV��PDQ\� FLWLHV�KDYH�EHHQ� H[SDQGLQJ� UDSLGO\�� )RU�PDQ\�YLOODJHV�RQ� WKH
RXWVNLUWV�RI�UDSLGO\�H[SDQGLQJ�FLWLHV��FLW\�JRYHUQPHQWV�PD\�UHTXLVLWLRQ�D�ODUJH�SURSRUWLRQ
RU�HYHQ�PRVW�RI�WKHLU�FROOHFWLYH�ODQGV�IRU�FLW\�H[SDQVLRQ��$OWKRXJK�IDUPHUV�ZKR�ORVH�WKHLU
FRQWUDFWHG�ODQGV�FDQ�FKDQJH�WKHLU�VRFLDO�VWDWXV�LQWR�XUEDQ�RQH�DQG�JHW�D� IRUPDO�MRE�LQ�WKH
XUEDQ�VHFWRU�DVVLJQHG�E\�WKH�FLW\�JRYHUQPHQW��WKH\�KDYH�IXOO�ULJKWV�WR�FODLP�WKHLU�VKDUHV�RI
FRPPXQLW\� FDSLWDO� DFFXPXODWLRQ� OHIW� WR� WKH� YLOODJH�� ,Q� RUGHU� WR� UHVROYH� WKHVH� W\SHV� RI
FODLPV� DQG� VPRRWK� WKH� SURFHVV� RI� ODQG� UHTXLVLWLRQ�� WKH� IRUP� RI� MRLQW�VWRFN� FR�RSHUDWLYH
EHFDPH� GHVLUDEOH� IRU� DOO� JRYHUQPHQWV� IURP� YLOODJH� WR� FLW\� OHYHOV�� ,W� ZDV� OLNHQHG� DV

UHWXUQLQJ�WKH�VKDUHV�WR�WKHLU�RULJLQDO�FUHDWRUV
��KXDQ�JX�\X�PLQ���+XDQJ�DQG�=KHQJ��������
,Q�WKHVH�YLOODJHV��WKRVH�RULJLQDO�YLOODJHUV�ZKR�KDYH�MREV�RXWVLGH�WKH�YLOODJH�KDYH�RQO\�WKH
ULJKWV�WR�JHW�GLYLGHQGV�IURP�WKHLU�VKDUH�KROGLQJV�DQG�KDYH�QR�YRWLQJ�ULJKWV��9RWLQJ�ULJKWV
DUH� KHOG� E\� WKH� UHSUHVHQWDWLYHV� IURP� HDFK� KRXVHKROG� DQG� WKH� YRWLQJ� SULQFLSOH� LQ� WKHVH
DVVHPEOLHV�RI�VKDUHKROGHU�UHSUHVHQWDWLYHV�LV�DOVR�RQH�SHUVRQ�RQH�YRWH�

,Q� WKHVH� ULFK� YLOODJHV�� PRVW� KRXVHKROGV� KDG� ODUJH� DPRXQW� RI� VDYLQJV� GHSRVLWHG� LQ� VWDWH
EDQNV��ZKLOH� DW� WKH� VDPH� WLPH� WKH� YLOODJH� RQ� LWV� RZQ� DFFRXQW� KDG� WR� ERUURZ� IURP� VWDWH
EDQNV�� 62(V�� DQG� RWKHU� LQVWLWXWLRQV�� %RWK� YLOODJHUV� DQG� YLOODJH� OHDGHUV� KDYH� KDG� DQ
LQFHQWLYH� WR� ORRN� IRU� D�PHFKDQLVP� WR�GLUHFWO\� OLQN� WKHLU� RZQ�KRXVHKROG� VDYLQJV�ZLWK� WKH
LQYHVWPHQW� GHPDQG� RI� WKHLU� RZQ� YLOODJH� 79(V�� $OWKRXJK� WKLV�PRWLYDWLRQ�PD\� QRW� KDYH
GLUHFWO\� LQLWLDWHG� FRPPXQLW\�EDVHG� MRLQW�VWRFN� FR�RSHUDWLYHV�� LW� KDV� VLJQLILFDQWO\
FRQWULEXWHG� WR� WKHLU� GHYHORSPHQW� DQG� LPSURYHPHQW� �+XDQJ�� ������� 6XEVFULEHG� VKDUHV
EDVHG� RQ� FDVK� SD\PHQW� KDYH� EHHQ� WKH� PRVW� DFWLYH� VKDUHV� DQG� EHFRPH� LQFUHDVLQJO\
LPSRUWDQW�ERWK�DV�D�SURSRUWLRQ�RI�WRWDO�HTXLW\�DQG�LQ�WKHLU�LQIOXHQFH�RQ�WKH�LPSURYHPHQW�RI
JRYHUQDQFH�VWUXFWXUH�



��

7KHVH� FRPPXQLW\� EDVHG� MRLQW�VWRFN� FR�RSHUDWLYHV� W\SLFDOO\� KROG� VKDUHV� LQ�� MRLQW�YHQWXUH
FRPSDQLHV� ZLWK� IRUHLJQ� RU� GRPHVWLF� FRPSDQLHV�� WKHLU� RZQ� VXERUGLQDWH� FRPSDQLHV�� DQG
RWKHU�FRPPXQLWLHV��,Q�WKHVH�NLQGV�RI�VKDUH�KROGLQJV��WKH�FRPPXQLW\�EDVHG�MRLQW�VWRFN�FR�
RSHUDWLYHV� DFW� MXVW� OLNH� D� W\SLFDO� LQVWLWXWLRQDO� VKDUHKROGHU� RU� YHQWXUH� FDSLWDOLVW�� 7KHLU
LQWHUQDO� RZQHUVKLS� DQG� JRYHUQDQFH� VWUXFWXUHV� VHHPV� WR� KDYH� EURXJKW� FRPSHWLWLYH
DGYDQWDJHV� LQ� WKHLU� SUDFWLFH� RI� HVWDEOLVKLQJ� MRLQW� YHQWXUHV� DQG� IXQFWLRQLQJ� DV� SDUHQW
FRPSDQLHV��DV� LQGLFDWHG�E\�VRPH�FRPSDUDWLYH�HYLGHQFH� �+XDQJ�DQG�=KHQJ��������������
79(�<HDUERRN������������

����� (QWHUSULVH�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYHV

7KH�RYHUZKHOPLQJ�PDMRULW\�RI� MRLQW�VWRFN� FR�RSHUDWLYHV� DUH� HQWHUSULVH�EDVHG��7KH� VKDUH�
KROGHUV�RI�DQ�HQWHUSULVH�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYH�W\SLFDOO\�LQFOXGH�LWV�RZQ�HPSOR\HHV�
LQGLYLGXDO� FLWL]HQV� RI� WKH� FRPPXQLW\�� WKH� FRPPXQLW\� JRYHUQPHQW� LQ� WKH� QDPH� RI� DOO
FRPPXQLW\� FLWL]HQV�� DQG� RWKHU� LQVWLWXWLRQDO� VKDUHKROGHUV� RXWVLGH� WKH� FRPPXQLW\�� 7KH
SUHVHQFH� RI� FRPPXQLW\� FROOHFWLYH� VKDUHV� KDV� EHHQ� KRWO\� GHEDWHG� LQ� &KLQD�� 7KH� PDMRU
SRLQWV�PDGH�E\�WKH�RSSRQHQWV�LQFOXGH���D��FROOHFWLYH�VKDUHV�FRQWLQXRXVO\�SURYLGH�JURXQGV
IRU�SROLWLFDO�LQWHUYHQWLRQ�E\�WKH�FRPPXQLW\�JRYHUQPHQW��DQG��E��WKH�PHFKDQLVP�WR�PRQLWRU
FRPPXQLW\�JRYHUQPHQW�LV�IDU�IURP�WKH�ZHOO�HVWDEOLVKHG�DQG�WKLV�PHFKDQLVP�LV�ERXQG�WR�EH
GLIIHUHQW� IURP� WKH�RQH� WKDW�PRQLWRUV� HQWHUSULVHV� �VHH�� H�J��:DQJ� HW� DO��� ������7DQ�������
+DQ�DQG�=KDQJ��������DPRQJ�RWKHUV��

7KH�SURSRQHQWV�LQGLFDWH�WKDW�DW�WKH�YLOODJH�OHYHO�DW�OHDVW��WKH�H[LVWHQFH�RI�YLOODJH�FROOHFWLYH
VKDUHV�LV�FUXFLDO�IRU� WKH�EDODQFHG�GHYHORSPHQW�RI� WKH�YLOODJH�HFRQRP\�DQG� LV�SDUWLFXODUO\
LPSRUWDQW� IRU� VXSSRUWLQJ� DJULFXOWXUDO� DQG� LQIUDVWUXFWXUH� GHYHORSPHQW��7KH\� LQVLVW� RQ� WKDW
YLOODJH�VKRXOG�EH�EDVLFDOO\�DQ�HQWHUSULVH�RUJDQL]DWLRQ�DQG�WKDW�WKH�FRPPLWWHH�RI�YLOODJHUV�RU
YLOODJHU
V� UHSUHVHQWDWLYHV� LV� DQ� DXWRQRPRXV� RUJDQL]DWLRQ� RI� WKH� YLOODJHUV� UDWKHU� WKDQ� D
JRYHUQPHQW�ERG\��DFFRUGLQJ� WR� WKH�2UJDQLF�/DZ�RI�9LOODJHU
V�&RPPLWWHH�RI� WKH�3HRSOH
V
5HSXEOLF� RI� &KLQD�� 7KH\� VXJJHVW� WKDW� HPSKDVLV� RQ� WKH� VHSDUDWLRQ� RI� JRYHUQPHQW� DQG
HQWHUSULVHV� DW� YLOODJH� OHYHO� ZRXOG� DUWLILFLDOO\� EXUHDXFUDWL]H� WKH� YLOODJH� RUJDQL]DWLRQ� DQG
LQGXFH� RUJDQL]DWLRQDO� FRQIOLFWV� ZLWKLQ� WKH� YLOODJH� �3ROLF\� 5HVHDUFK� 2IILFH� RI� <LFKDQJ
&RXQW\��������

,W� VHHPV� WKDW� ERWK� WKH� RSSRQHQWV� DQG� SURSRQHQWV� RI� FRPPXQLW\� FROOHFWLYH� VKDUHV� EULQJ
LQVLJKWV� LQWR� WKH� GLVFXVVLRQ� DQG� WKH� SUDFWLFDO� LVVXHV�� $W� YLOODJH� OHYHO�� WKH� SURSRQHQWV

RSLQLRQ� PD\� EH� PRUH� UHOHYDQW�� ,Q� IDFW� YLOODJH� EDVHG� MRLQW�VWRFN� FR�RSHUDWLYHV� KDYH
DSSHDUHG� WR� EH� VRFLDOO\� DQG� HFRQRPLFDOO\� HIIHFWLYH� �79(� <HDUERRN� ������ ����� +DQ� DQG
=KDQJ��������������7KH�H[LVWHQFH�RI�YLOODJH�FROOHFWLYH�VKDUHV�ZRXOG�QRW�EH�D�SUREOHP�LQ�D
YLOODJH�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYH�DV�ZH�GLVFXVVHG�LQ�WKH�SUHYLRXV�VXE�VHFWLRQ��,Q�RWKHU
YLOODJHV�� WKH�SUHVHQFH�RI�YLOODJH� FROOHFWLYH� VKDUHV�PD\�EH� D�SUREOHP� LQ� SUDFWLFH� EXW�PD\
DOVR�IDFLOLWDWH�WKH�HPHUJHQFH�RI�YLOODJH�EDVHG�MRLQW�VWRFN�FR�RSHUDWLYH�

$W�WKH�WRZQVKLS�OHYHO�DQG�DERYH��WKH�SUREOHPV�KLJKOLJKWHG�E\�WKH�RSSRQHQWV�PD\�EH�PRUH
UHOHYDQW�� +HUH� WRR�� WKH� VROXWLRQV� WR� WKHVH� SUREOHPV� PD\� WDNH� D� YDULHW\� RI� IRUPV�� )RU
H[DPSOH�� LQ�=KXFKHQJ�&LW\�LQ�6KDQGRQJ�3URYLQFH�� WKH�FLW\�JRYHUQPHQW�VROG�DOO�VKDUHV� WR
HQWHUSULVH�HPSOR\HHV�DQG�PDQDJHUV�DQG�OHDVHG�WKH�ODQG�WR�WKH�UHVWUXFWXUHG�MRLQW�VWRFN�FR�
RSHUDWLYHV� �6XQ�� ������ ������� ,Q� +HQJJDQJ� 7RZQ� RI� 6KHQ]KHQ� &LW\�� WKH� WRZQVKLS
FROOHFWLYH�VKDUHV�DUH�KHOG�E\�WKH�+HQJJDQJ�-RLQW�6WRFN�,QYHVWPHQW�&RPSDQ\��ZKLFK�LV�LQ



��

WXUQ� GLUHFWO\� PRQLWRUHG� E\� WKH� $VVHPEO\� RI� 6KDUH�+ROGHU� 5HSUHVHQWDWLYHV� IURP� WKH
VXERUGLQDWH�YLOODJHV�UDWKHU�WKDQ�WKH�WRZQ�JRYHUQPHQW��+HQJJDQJ�7RZQ��������

����� -RLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�EURDG�DJULFXOWXUDO�VHFWRU

$FFRUGLQJ� WR� &KLQD
V� RIILFLDO� GHILQLWLRQ�� WKH� EURDG� DJULFXOWXUDO� VHFWRU� LQFOXGHV� FURS
IDUPLQJ��OLYHVWRFN��IRUHVWU\��DQG�ILVKHU\��6WDWLVWLFDO�<HDUERRN�RI�&KLQD�������������-RLQW�
VWRFN�FR�RSHUDWLYHV� LQ� WKH�EURDG� DJULFXOWXUDO� VHFWRU� HPHUJH�PDLQO\� LQ� WKH� IRUPV�RI� IRUHVW
IDUP�� RUFKDUG�� DTXDWLF� IDUP�� LUULJDWLRQ� V\VWHP�� DQG� PDUNHWLQJ� FR�RSHUDWLYH� �$OPDQDF� RI
&KLQD
V� (FRQRP\� ������ ������� +DQ� DQG� =KDQJ�� ������ ������� ���������� 7KH� HFRQRPLF
UDWLRQDOLW\� EHKLQG� WKHVH� RUJDQL]DWLRQDO� IRUPV� LV� WR� FHUWDLQ� H[WHQW� VLPLODU� WR� WKDW� EHKLQG
IDUPHU�RZQHG� FR�RSHUDWLYHV� LQ� WKH� ZHVW�� ZKLFK� VSHFLDOL]H� LQ� SURFHVVLQJ� DQG� PDUNHWLQJ
DJULFXOWXUDO� SURGXFWV� �+DQVPDQQ�� ������ FKDSWHU� ���� ,Q� WKHVH� MRLQW�VWRFN� FR�RSHUDWLYHV�
SURGXFHU�RZQHUV� KDYH� KLJKO\� KRPRJHQHRXV� LQWHUHVWV�� WKHLU� SURGXFWV� DUH� UHODWLYHO\
KRPRJHQHRXV�DV�ZHOO��DQG�WKH�UHTXLUHPHQW�RI�HFRQRP\�RI�VFDOH�JRHV�EH\RQG�WKH�FDSDELOLW\
RI�LQGLYLGXDO�KRXVHKROGV��0RUHRYHU��GXH�WR�WKH�JUHDW�VFDUFLW\�RI�FDSLWDO�DQG�MRE�RSSRUWXQLW\
LQ�UXUDO�&KLQD�DQG�VHULRXV�PDUNHW�LPSHUIHFWLRQV�LQ�DOO�PDUNHWV��IDUPHUV�QHHG�WR�DFFXPXODWH
FDSLWDO��WR�FUHDWH�PRUH�MREV�XVLQJ�WKHLU�RZQ�FDSLWDO��DQG�WR�LQFUHDVH�WKHLU�SURGXFWLRQ�VFDOH
DQG� PDUNHWLQJ� SRZHU� FROOHFWLYHO\�� LQ� WKH� IRUP� RI� MRLQW�VWRFN� FR�RSHUDWLYH�� $V� D
FRQVHTXHQFH�� WKHVH� MRLQW�VWRFN� FR�RSHUDWLYHV� W\SLFDOO\� PDWFK� FDSLWDO� VKDUHV� ZLWK� MRE
RSSRUWXQLWLHV��\L]L�GDLODR���7KHUH�LV�GLYLVLRQ�RI�ODERXU�ZLWKLQ�WKH�FR�RSHUDWLYHV�DQG�WKH�FR�
RSHUDWLYHV� DUH� QRW� RQO\� LQ� FKDUJH� RI� SURFHVVLQJ� DQG�PDUNHWLQJ�� EXW� DOVR� SURGXFLQJ�� 7KLV
IHDWXUH�PDNHV�&KLQD
V�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�DJULFXOWXUDO�VHFWRU�GLIIHUHQW�LQ�PDMRU
ZD\V�IURP�WKHLU�FRXQWHUSDUW�LQ�WKH�ZHVW�

2QH� &KLQD�VSHFLILF� IRUP� RI� IDUPHU�RZQHG� FR�RSHUDWLYH� LV� VR�FDOOHG� 
ODQG�VKDUH� FR�
RSHUDWLYHV
� �WXGL� JXIHQ� KH]XVKH���7KLV� IRUP�KDV� HPHUJHG� LQ� VRPH� RI� WKH�PRVW� GHYHORSHG
FRDVWDO�DUHDV��7KH�EDVLF� IHDWXUH�RI� WKLV� IRUP� LV� WR�FRQYHUW� WKH� ODQG�FRQWUDFW� ULJKW�RI� HDFK
PHPEHU� KRXVHKROG� LQ� WKH� YLOODJH� LQWR� VKDUHV�� ZKLFK� LV� QDPHG� 
FDSLWDOL]DWLRQ� RI� ODQG
FRQWUDFW� ULJKW
�� 7KXV� WKH� YLOODJHUV� ZKR� DUH� QRW� ZRUNLQJ� DV� IDUPHUV� FDQ� HQMR\� WKHLU� ODQG
FRQWUDFW� ULJKWV� LQ� WHUPV�RI� VKDUHV��EHFRPLQJ�VKDUHKROGHUV� LQ�D� ODUJHU� IDUP�PDQDJHG�E\� D
VSHFLDOL]HG� IDUPLQJ� IDPLO\�� 7KH� VSHFLDOL]HG� IDUP� KRXVHKROG� PDQDJLQJ� WKH� ODQG� SD\V� D
VKDUH�RI�LWV�UHYHQXHV�DV�GLYLGHQGV�WR�WKH�IDPLOLHV�KROGLQJ�VKDUHV�RI�WKH�IDUP��LQ�DGGLWLRQ�WR
SD\LQJ�DJULFXOWXUDO�WD[HV�WR�WKH�VWDWH�DQG�ODQG�XVH�IHHV�WR�WKH�YLOODJH�JRYHUQPHQW��7KH�VKDUH
YDOXH�LV�XVXDOO\�GHWHUPLQHG�LQ�GLVFXVVLRQV�DQG�QHJRWLDWLRQV�LQ�WKH�YLOODJH�DVVHPEO\��ZKHUH
WKH� YRWLQJ� DQG� RWKHU� IHDWXUHV� RI� MRLQW�VWRFN� FR�RSHUDWLYH� REWDLQV� �$OPDQDF� RI� &KLQD
V
(FRQRP\������������&KHQ�DQG�+DQ��������

2QH�PLJKW�H[SHFW�WKDW�&KLQD
V�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�WKH�DJULFXOWXUDO�VHFWRU�FRQYHUJH�
VRRQHU� RU� ODWHU�� WR� WKH� ZHVWHUQ� IRUP� RI� IDUPHU�RZQHG� FR�RSHUDWLYHV� DQG� VSHFLDOL]H� LQ
SURFHVVLQJ�DQG�PDUNHWLQJ�RI� DJULFXOWXUDO� SURGXFWV� DQG� LQ�SURYLVLRQ�RI� FHUWDLQ� VHUYLFHV� WR
SURGXFHUV�� +RZHYHU�� VXFK� D� FRQYHUJHQFH� ZRXOG� EH� VHULRXVO\� FRQVWUDLQHG� E\� WKH� IDFWRU
HQGRZPHQW� RI� &KLQD
V� DJULFXOWXUH�� 7KLV� VWUXFWXUH� LV� FKDUDFWHUL]HG� E\� WKH� KLJKHVW� ODQG
VFDUFLW\��KLJK�FDSLWDO�VFDUFLW\��DQG�VHULRXV�ODERXU�DEXQGDQFH�DQG�PD\�SHUVLVW�LQ�WKH�IXWXUH
IRU�JHQHUDWLRQV��,W�LV�WKLV�VWUXFWXUH�WKDW�YHVWV�PRUH�UHVSRQVLELOLWLHV�LQ�&KLQD
V�IDUPHU�RZQHG
FR�RSHUDWLYHV�WKDQ�LQ�WKHLU�FRXQWHUSDUW�LQ�WKH�ZHVW�
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��� 5HPDLQLQJ�FKDOOHQJHV�WR�79(�GHYHORSPHQW�DQG�UHIRUP

$OWKRXJK� 79(� RZQHUVKLS� UHVWUXFWXULQJ� LQ� JHQHUDO� DQG� WKH� HPHUJHQFH� RI� MRLQW�VWRFN� FR�
RSHUDWLYHV�LQ�SDUWLFXODU�KDV�EHHQ�HIIHFWLYH�LQ�FXULQJ�79(�PHFKDQLVP�GHJHQHUDWLRQ�DQG�LQ
LPSURYLQJ�79(�FDSLWDOL]DWLRQ��WKH�UHVWUXFWXULQJ�LV�VWLOO�LQ�D�PLGGOH�ZD\��7KH�GHYHORSPHQW
LV�XQHYHQ��DQG�LQ�SDUWLFXODU�WKHUH�DUH�JUHDW�GLIILFXOWLHV�DW�SUHVHQW�VWDJH�WR�PDNH�FRQVLVWHQW�
XQLILHG��DQG�ULJRURXV�OHJDO�SURYLVLRQV�IRU�VWDQGDUGL]LQJ�WKH�HVWDEOLVKPHQW�DQG�RSHUDWLRQ�RI
MRLQW�VWRFN�FR�RSHUDWLYHV��0DQ\�RWKHU�SUREOHPV�WKDW�DUH�FORVHO\�OLQNHG�ZLWK�WKH�IHDWXUHV�RI
GHYHORSPHQW�LQ�D�GHYHORSLQJ�HFRQRP\�OLNH�UXUDO�&KLQD�KDYH�VXUIDFHG�DQG�FRQVWUDLQHG�WKH
IXUWKHU�GHYHORSPHQW�RI�79(V��7KH�IRXU�PDMRU�GHYHORSPHQW�FKDOOHQJHV�FDQ�EH�VXPPDUL]HG
DV�IROORZV�

)LUVW�� HQWHUSULVH�PDQDJHPHQW� LV� LQ� JHQHUDO� VWLOO� IDU� IURP�SURIHVVLRQDO� DQG� SURILFLHQW��7KH
PDMRU�PDQDJHUV�DUH� W\SLFDOO\� IURP� WKH� ORFDO�FRPPXQLW\�DQG�KDYH� D� UHODWLYHO\� TXLWH�SRRU
HGXFDWLRQDO�EDFNJURXQG��7KH\�KDYH�VWURQJ�LQFHQWLYHV�WR�GHYHORS�WKHLU�EXVLQHVV�EXW�ODFN�RI
PDQDJHPHQW�VNLOOV�WR�GHDO�ZLWK�PDUNHW�FRPSHWLWLRQ�DQG�WR�LPSURYH�LQWHUQDO�HIILFLHQF\��7KH
GHYHORSPHQW�RI� WRROV� IRU�PDUNHW�EDVHG�HFRQRPLF�GHFLVLRQ�PDNLQJ�KDV� ODJJHG�EHKLQG� WKH
JHQHUDO�JURZWK�RI�WKH�79(�VHFWRU��)RU�H[DPSOH��WKH�HQWHUSULVH�DFFRXQWDQW�XVXDOO\�IXQFWLRQV
DV� D� ERRNNHHSHU� UDWKHU� WKDQ� DQ� LQWHJUDO� SDUW� RI� PDQDJHPHQW� PDLQO\� GXH� WR� WKH� VHYHUH
VKRUWDJH� RI� SURIHVVLRQDO� DFFRXQWDQWV�� $V� D� FRQVHTXHQFH�� PDQ\� 79(�PDQDJHUV� KDYH� QR
DFFHVV�WR�WKH�LQIRUPDWLRQ�IORZV�JHQHUDWHG�E\�PRGHUQ�DFFRXQWLQJ�SUDFWLFHV��ZKLFK� LQ� WXUQ
KLQGHUV�WKHP�IURP�PDNLQJ�UDWLRQDO�DQG�WLPHO\�EXVLQHVV�GHFLVLRQV��&KLQD�'DLO\�����2FWREHU
������ ����7KH� VKRUWDJH� RI� FRPSHWHQW� HQJLQHHUV� DQG� WHFKQLFLDQV� KDV� DOVR� XQGHUPLQHG� WKH
LPSURYHPHQW�RI�79(�WHFKQRORJLFDO�PDQDJHPHQW�

6HFRQG�� WKHUH� LV� DQ� REYLRXV� FRQIOLFW� EHWZHHQ� ULVN� GLYHUVLILFDWLRQ�� ZKLFK� LPSOLHV� VPDOO
VFDOH��DQG�H[LVWLQJ�WHFKQLFDO�HFRQRPLHV�RI�VFDOH�LQ�SURGXFWLRQ��79(V�DUH�W\SLFDOO\�ORFDOO\
LQLWLDWHG�DQG�ORFDOO\�EDVHG��,Q�RUGHU�WR�GLYHUVLI\�EXVLQHVV�ULVNV��LW�LV�UDWLRQDO�IRU�D�WRZQVKLS
RU�YLOODJH�WR�VHW�XS�VHYHUDO�VPDOO�VFDOH�79(V�WKDW�GLYHUVLI\�LQWR�GLIIHUHQW�VHFWRUV��+RZHYHU�
RQ�WKH�RWKHU�KDQG��LQ�PDQ\�LQGXVWULHV��VPDOO�VFDOH�SURGXFWLRQ�KDV�QR�SURILWDEOH�SRWHQWLDO�DW
DOO�LQ�WKH�PHGLXP��RU�ORQJ�WHUP��7KLV�FRQIOLFW�FDVWV�D�VKDGRZ�RYHU�WKH�ORQJ�WHUP�SURVSHFWV
RI�PDQ\�VPDOO�VFDOH�79(V�

7KLUG�� WKH� HQWU\� RI� 79(V� LQ� PDQ\� FDVHV� LV� ORFDO�UHVRXUFH�GULYHQ� UDWKHU� WKDQ� PDUNHW�
GHPDQG�GULYHQ��,Q�WKH�SDVW�WKH\�KDG�QR�PDUNHWLQJ�SUREOHPV�GXH�WR�WKH�ZLGHVSUHDG�VXSSO\
VKRUWDJHV�� )URP� WKH�PLG�����V� RQZDUGV�� WKH� GHPDQG�FRQVWUDLQW� DSSHDUV� WR� KDYH� EHFRPH
GRPLQDQW� LQ� &KLQHVH� HFRQRP\�� &RQIURQWHG� ZLWK� WKH� LQFUHDVLQJ� GHPDQG�FRQVWUDLQW�� WKH\
KDYH� WR� DGMXVW� WKHLU� SURGXFW� VWUXFWXUH� DQG� XSGDWH� WKHLU� SURGXFWV� VR� DV� WR� PHHW� PDUNHW
GHPDQG�DQG�PDLQWDLQ�WKHLU�PDUNHW�VKDUHV��+RZ�WR�FRQGXFW�VXFK�DGMXVWPHQW�DQG�XSGDWLQJ
KDV�EHFRPH�DQ�XUJHQW�FKDOOHQJH�WR�PDQ\�ORFDO�UHVRXUFH�EDVHG�79(V�

)RXUWK�� DOPRVW� DOO� 79(V� KDYH� EHHQ� LQLWLDWHG� E\� WRZQVKLS� JRYHUQPHQWV�� YLOODJH
JRYHUQPHQWV�� KRXVHKROGV�� DQG� MRLQW�KRXVHKROGV� �VR�FDOOHG� 
IRXU�ZKHHO� GULYHQ
��� DQG� DUH
EDVHG�RQ�ORFDO�UHVRXUFHV�DQG�FRQGLWLRQV��7KH�FRPSDUDWLYH�EHQHILWV�LQFOXGH�YHU\�ORZ�79(
HQWU\�FRVWV� LQWR�QRQ�DJULFXOWXUDO�VHFWRUV�DQG�VXIILFLHQW�H[SORLWDWLRQ�RI� ORFDO� UHVRXUFHV�DQG
FRPSDUDWLYH�DGYDQWDJHV��+RZHYHU��WKH�FRVWV�DUH�VLJQLILFDQW�DV�ZHOO��5XUDO�LQGXVWULDOL]DWLRQ
KDV� QRW� \HW� LQGXFHG� PHDQLQJIXO� XUEDQL]DWLRQ�� $V� D� FRQVHTXHQFH�� 79(V� LQ� JHQHUDO� ZLOO
FRQWLQXH� WR� PLVV� WKH� JUHDW� EHQHILWV� FUHDWHG� E\� XUEDQL]DWLRQ� IRU� D� ORQJ� SHULRG�� ,Q� RWKHU
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ZRUGV�� WKH� IXUWKHU� GHYHORSPHQW� RI� 79(V� ZLOO� EH� LQFUHDVLQJO\� UHVWULFWHG� E\� WKH� ODFN� RI
LQIUDVWUXFWXUH�� PDUNHW� LQIRUPDWLRQ� DQG� VWUDWHJLF� VHUYLFHV� �FI�� 6HFWLRQ� ����� DQG� E\� SRRU
WUDQVSRUWDWLRQ�DQG�FRPPXQLFDWLRQ�QHWZRUNV��)XUWKHUPRUH��KXPDQ�FDSLWDO�GHYHORSPHQW�RI
79(V�ZLOO�EH�LQFUHDVLQJO\�FRQVWUDLQHG�E\�ORFDOL]HG�DQG�NLQVKLS�EDVHG�YHVWHG�LQWHUHVWV�DQG
E\�GXDO�UROH�RI�WKHLU�HPSOR\HHV�DV�ERWK�ZRUNHUV�DQG�SHDVDQWV�

$W� WKH�PDFURHFRQRPLF� OHYHO�� WKH� ZLGHVSUHDG� SDWWHUQ� RI� 79(� GLVWULEXWLRQ� VXJJHVWV� WKUHH
QHJDWLYH�FRQVHTXHQFHV�

�D�� WKH�XVHV�RI�VFDUFH�ODQG�DQG�H[LVWLQJ�LQIUDVWUXFWXUH�DUH�LQHIILFLHQW�
�E��WKH�GHYHORSPHQW�RI�WKH�VHUYLFH�LQGXVWU\�LV�UHVWULFWHG�E\�WKH�DEVHQFH�RI�GHPDQG�IRU� LWV

SURGXFWV��PHDQLQJ�WKDW�WKH�VWURQJ�MRE�FUHDWLQJ�FDSDELOLW\�RI�WKH�VHUYLFH�LQGXVWU\��ZKLFK
LV�XUJHQWO\�QHHGHG�LQ�&KLQD��ZRXOG�QRW�EH�VXIILFLHQWO\�H[SORLWHG��DQG

�F�� WKHUH�LV�WKH�ULVN�WKDW�HQYLURQPHQWDO�SROOXWLRQ�PD\�JR�XQFKHFNHG�LQ�FHUWDLQ�ORFDOLWLHV��,Q
RUGHU� WR� WDFNOH� WKHVH� SUREOHPV� WKH� &KLQHVH� JRYHUQPHQW� KDV� VWDUWHG� WR� SD\� JUHDWHU
DWWHQWLRQ�WR�WKH�HVWDEOLVKPHQW�RI�LQGXVWULDOL]HG�VPDOO�FLWLHV�DQG�WRZQV�VLQFH�HDUO\�����V�
6RPH� H[SHULPHQWV� KDYH� EHHQ� FRQGXFWHG� DQG� VRPH� VXSSRUWLQJ� SROLFLHV� KDYH� EHHQ
LVVXHG��7KH�UROH�RI�ERWK�FHQWUDO�DQG�ORFDO�JRYHUQPHQWV�LQ�WKLV�DUHD�LV�FHUWDLQO\�FULWLFDO�

7KH� FKDOOHQJHV� OLQNHG� ZLWK� WKH� JHQHUDO� GHYHORSPHQW� SUREOHPV� FDQQRW� EH� VROYHG� E\
RZQHUVKLS� UHIRUP� DORQH�� WKRXJK� RZQHUVKLS� UHIRUP� ZLOO� FUHDWH� D� VRXQG� LQVWLWXWLRQDO
HQYLURQPHQW�IRU�WDFNOLQJ�WKHVH�GHYHORSPHQW�SUREOHPV��2ZQHUVKLS�UHVWUXFWXULQJ�LV�RQO\�RQH
RI� WKH�PDMRU� VXEMHFWV� LQ� WKH� SURFHVV� RI� 79(� GHYHORSPHQW��0DQDJHPHQW� PRGHUQL]DWLRQ�
FUHDWLRQ�RI� IRUPV�RI�XUEDQL]DWLRQ�ZKLFK�DUH�FRPSDWLEOH�ZLWK�79(�JURZWK��KXPDQ�FDSLWDO
GHYHORSPHQW��DQG�FDWFKLQJ�XS�PRGHUQL]HG�FRUSRUDWLRQV�DUH�DOO�FULWLFDO�FKDOOHQJHV�IDFHG�E\
79(V� DQG� &KLQD
V� JRYHUQPHQW�� 7KH� FKDOOHQJHV� IURP� ERWK� UHIRUP� DQG� GHYHORSPHQW
GLPHQVLRQV�ZLOO�FRQWLQXH�WR�SODFH�SUHVVXUH�RQ�DOO�RI� WKH�SOD\HUV� LQ� WKLV�FRPSHWLWLRQ�ILHOG�
SURYLGLQJ� WKHP�ZLWK� VWURQJ� LQFHQWLYHV� DQG� VWLPXODWLQJ� WKHP� WR� ORRN� IRU� LQQRYDWLYH� DQG
DGDSWLYH�VROXWLRQV�RQH�DIWHU�DQRWKHU�



TABLE 4.1  BUSINESS REVENUE, PROFIT PLUS TAXES, EMPLOYMENT AND NUMBER OF RURAL ENTERPRISES, BY TYPE OF OWNERSHIP
1985-96

Township Village Household + joint households Total

1985 1991 1996 1985 1991 1996 1985 1991 1996 1985 1991 1996

Revenue
   billions yuan
   share (%)

Profit & taxes
   billions yuan
   share (%)

Employment
   million persons
   share (%)

Number
  thousand firms
  share (%)

85.6
36.7

13.2
35.2

21.1
30.2

420
3.4

305.3
33.8

28.5
26.6

24.3
25.3

380
2.0

1,828.5
26.8

144.1
23.0

29.6
21.9

410
1.8

53.7
23.0

10.3
27.5

20.4
29.2

1,150
9.4

246.2
27.3

29.7
27.7

23.4
24.3

1,060
5.6

1,833.2
26.8

173.0
27.7

29.9
22.1

1,140
4.9

93.9
40.3

14.0
37.3

28.3
40.5

10,650
87.2

351.2
38.9

48.9
45.7

48.5
50.5

17,650
92.5

3172.6
46.4

308.2
49.3

75.6
56.0

21,810
93.4

233.2
100.0

37.5
100.0

69.8
100.0

12,220
100.0

902.7
100.0

107.1
100.0

96.1
100.0

19,090
100.0

6834.3
100.0

625.3
100.0

135.1
100.0

23,360
100.0

    Sources: Yearbook of China’s Township and Village Enterprises 1996: 99-109; 1997: 121-2.
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TABLE 4.2  THE SECTORAL DISTRIBUTION OF RURAL ENTERPRISES, 1995 AND 1996

7RZQVKLS 9LOODJH +RXVHKROG���MRLQW�KRXVHKROGV $OO�UXUDO�ILUPV

���� ���� ���� ���� ���� ���� ���� ����

5HYHQXH�6KDUH����
����,QGXVWU\
����&RQVWUXFWLRQ
����7UDQVSRUW
����&RPPHUFH
����6HUYLFH
����$JULFXOWXUH
����2WKHUV

9DOXH�$GGHG�6KDUH����
����,QGXVWU\
����&RQVWUXFWLRQ
����7UDQVSRUW
����&RPPHUFH
����6HUYLFH
����$JULFXOWXUH
����2WKHUV
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    Sources: Yearbook of China’s Township and Village Enterprises 1996: 99-100; 1997: 121-2.
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TABLE 4.3  SUBSECTORAL SHARES OF OUTPUT AND EMPLOYMENT IN RURAL INDUSTRY, 1985-94

Shares of output  value Shares of employment

1985 1989 1992 1994 1985 1989 1992 1994

Metallurgy
Power
Coal and Coke
Petroleum
Chemical
Machinery
Building materials
Forest
Food, beverages and tobacco
Textile, clothing & leather
Papermaking & cultural articles
Others
Total

2.63
0.30
3.90
n.a.
7.44

20.00
18.64

2.67
7.80

17.02
4.12

14.76
100.00

5.14
0.31
3.05
0.23

10.25
23.93
17.43

2.46
8.45

18.50
6.20
4.05

100.00

6.34
0.27
2.24
0.27

11.11
27.64
14.49

2.30
7.75

19.99
6.36
1.24

100.00

8.23
2.33
1.66
1.08
9.52

24.02
13.82

3.42
8.93

18.86
3.87
n.a.

100.00

2.18
0.45
5.45
n.a.
5.68

14.62
30.64

3.08
7.81

13.81
5.21

10.72
100.00

2.91
0.44
5.10
0.09
7.06

18.56
28.86

2.84
6.97

14.60
8.56
4.00

100.00

3.03
0.41
4.89
0.11
7.96

19.67
24.41

2.73
6.77

17.07
8.65
4.29

100.00

6.87
3.15
4.14
1.85
6.28

19.42
19.57

5.44
6.99

17.36
4.80
n.a.

100.00
      Source: Statistical Yearbook of China 1987 (English version): 226–7; 1991: 419–20; 1993: 441–2; and 1995: 399.

      Note: For translation between 'new' and 'old' industrial classifications, see Statistics on Labour and Wages of China, 1949–1985 (1987: 275–82).

�
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TABLE 4.4  THE GROWTH OF TVE EXPORT, 1988-97

1988 1991 1993 1995 1997

TVE export (billion US dollars)
TVE share in total export (%)
Average exchange rate (yuan/$1)

        8.02
      16.9

      3.718

14.8
20.6

       5.327

38.1
41.5

      5.761

64.5
43.3

      8.369

84.6
46.3

      8.270
Sources: Yearbook of China’s Township and Village Enterprises 1990: 20, 1996: 102-3; Statistical Yearbook
of China 1993: 633, 1997: 587; and People’s Daily, 5 February and 22 March 1998.

TABLE 4.5  THE COMPARISON OF DEBT-ASSET RATIOS BY OWNERSHIP, END OF 1995

Industrial
SOEs

Township-
run TVEs

Village-run
TVEs

Community
-run TVEs

Joint
households

Individual
households

Total assets
     (billion yuan)

Total debts
     (billion yuan)

Debt/asset (%)

4747.21

3123.66

   65.80

1182.00

  803.60

    67.99

806.70

446.00

  55.29

1988.70

1249.60

    62.84

156.50

  54.80

  35.02

568.00

144.10

  25.37

Sources: Data for industrial SOEs are taken from ’Selection from the 1995 National Industrial Census’ published
in People’s Daily, 25 July 1998. Data for TVEs with different ownership forms are from TVE Yearbook 1996:
100-1.

TABLE 4.6  THE RISING DEBT/ASSET RATIO OF CORE TVES IN SUZHOU CITY, JIANGSU
PROVINCE, 1980-94

Year
Total assetsa

(billion yuan)
Total debt

(billion yuan)
Total equityb

(billion yuan)
Debt/Asset

(per cent)

1980
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994

  1.71
  2.47
  3.10
  4.62
  6.90
  8.34
10.92
15.36
18.06
20.86
26.90
40.00
57.80
72.96

  0.64
  1.02
  1.27
  2.34
  3.67
  4.84
  6.55
  9.53
10.50
12.01
15.77
24.01
35.32
45.18

  1.08
  1.46
  1.83
  2.28
  3.23
  3.50
  4.37
  5.83
  7.56
  8.86
11.22
15.98
22.48
27.78

37.17
41.15
41.04
50.62
53.23
58.00
59.98
62.07
58.13
57.54
58.64
60.03
61.11
61.92

Source: Xu and Zhang (1997).
Notes: (a) total assets are defined as the sum of year-end book value of fixed assets, working capital,
incorporeal capital, and long term investment.;(b) total equity is held by the communities (townships or
villages) and the enterprises, respectively, according to the sources of investment.
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TABLE 4.7  COMPARISON OF DEBT/ASSET RATIO + PERFORMANCE OF TOWNSHIP-RUN TVEs, SURVEY DATA IN SOUTHERN JIANGSU 1995

Within each group

Frequency Profitable Loss-making Break even
Grouped by debt/asset
ratio (per cent)

Number per cent Number % in the group Number % in the group number % in the
group

     • 50
50 - 60
60 - 70
70 – 80
80 – 90
90 – 100
100<
Total

  10
  15
  21
  19
  19
   7
  21
111

  9.01
13.51
18.92
17.12
16.21
  6.31
18.92

100.00

  6
10
17
13
13
  4
  7
70

60.0
66.7
81.0
68.4
72.2
57.1
33.3
63.1

  0
  3
  4
  4
  5
  3
 11
 30

 0.0
20.0
19.1
21.1
27.8
42.9
52.4
27.0

  4
  2
  0
  2
  0
  0
  3
 11

40.0
13.8
  0.0
10.5
  0.0
  0.0
14.3
  9.9

Source: Shi and You (1997).
Notes: All 111 surveyed firms are township enterprises. They are distributed in four counties (Wuxian, Wujiang, Taicang, and Kunshan) and four industries (light textile,
construction materials, machinery, and chemicals). Of them, 11 had assets of 50 million yuan, 35 had assets between 10 and 50 million yuan, 25 between 5 and 10
million yuan, and 41 had assets less than 5 million yuan. Their average debt/asset ratio was 70.4 per cent.

TABLE 4.8  THE DISTRIBUTION OF OWNERSHIP RESTRUCTURING FORMS, BY THE END OF 1997  (PER CENT)

Joint-stock co-
operative

Sold to private
investors

Limited Liability Merged & Re-
grouped

Joint-stock
company Bankruptcy Others

Restructured core-
TVEs

Total core-TVEs

63.37

21.23

12.15

  4.07

4.66

1.56

3.82

1.28

1.58

0.53

0.66

0.22

13.91

  4.66
Source: People’s Daily, 25 July 1998.
Notes: The data are from Ministry of Agriculture. In total, 33.50 per cent of community-owned TVEs restructured their ownership form by the end of 1997. ’Others’ consist
of mainly leasing and the re-registration of ’fake’ collective TVEs back to private ownership.
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��� 'HYHORSPHQW�RI�WKH�SULYDWH�VHFWRU��DQ�RYHUYLHZ

7KH� SULYDWH� VHFWRU� RI� WKH� &KLQHVH� HFRQRP\� FRQVLVWV� RI� GRPHVWLFDOO\� RZQHG� SULYDWH� DQG
KRXVHKROG�HQWHUSULVHV����$FFRUGLQJ�WR�WKH�RIILFLDO�GHILQLWLRQ�� 
D�SULYDWH�HQWHUSULVH�UHIHUV�WR
DQ� HFRQRPLF� RUJDQL]DWLRQ� WKDW� DLPV� DW� PDNLQJ� SURILW� DQG� LQ� ZKLFK� DVVHWV� DUH� SULYDWHO\
RZQHG� DQG� WKHUH� DUH� HLJKW� RU�PRUH� HPSOR\HHV
�� D� SULYDWHO\� RZQHG� ILUP�ZLWK� OHVV� WKDQ� �
HPSOR\HHV� LV� WKHQ� FODVVLILHG� DV� KRXVHKROG� RU� MRLQW�KRXVHKROG� HQWHUSULVH� �6WDWH� &RXQFLO�
������

TABLE 5.1  PRIVATE AND HOUSEHOLD ENTERPRISES IN INDUSTRIAL PRODUCTION,
1985 AND 1995

Capital share (%) Employment share (%) Output value share (%)

1985 1995 1985 1995 1985 1995

Private firm
Household firm

n.a.
0.5

1.0
1.9

n.a.
8.9

3.3
17.5

n.a.
1.8

2.6
10.5

Source: ’Selection from the 1995 National Industrial Census’, People’s Daily, 19 February 1997.

6LQFH�KRXVHKROG�ILUPV�URVH�IURP�]HUR�LQ�WKH�ODWHU�����V��DQG�SULYDWH�ILUPV�URVH�IURP�]HUR
LQ�WKH�PLG�����V��:DQJ�DQG�&KDQJIX����������������WKHLU�JURZWK�UDWHV�E\�DOO�VWDQGDUGV�RI
PHDVXUHPHQW� KDYH� EHHQ� WKH� KLJKHVW� LQ� FRPSDULVRQ� ZLWK� WKRVH� RI� RWKHU� RZQHUVKLS
FDWHJRULHV��)RU�D�EHWWHU�XQGHUVWDQGLQJ�RI� WKHLU� UHODWLYH�SRVLWLRQV� LQ� WKH�QDWLRQDO�HFRQRP\�
ZH� FRPSLOH� 7DEOHV� ���� DQG� ���� WR� VKRZ� WKH� VKDUHV� RI� FDSLWDO�� HPSOR\PHQW�� DQG� RXWSXW
YDOXHV�RI�SULYDWH�DQG�KRXVHKROG�LQGXVWULDO�HQWHUSULVHV�LQ�WKH�QDWLRQDO�LQGXVWU\�LQ������DQG
������ DQG� WKH� VKDUHV� RI� HPSOR\PHQW� DQG� UHWDLO� VDOHV� RI� SULYDWH� DQG� KRXVHKROG� WUDGLQJ
HQWHUSULVHV�LQ�WKH�QDWLRQDO�UHWDLO�WUDGHV�LQ�WKH�SHULRG�RI���������,QGXVWU\�DQG�FRPPHUFH�DUH
VHFWRUV� QXPEHU� RQH� DQG� WZR� IRU� SULYDWH� ILUPV� DQG� QXPEHU� WZR� DQG� RQH� VHFWRUV� IRU
KRXVHKROG�ILUPV��UHVSHFWLYHO\��7DEOHV�����DQG������

������������������������������������������������
���7KLV�GHILQLWLRQ�LV�FRQVLVWHQW�ZLWK�WKDW�LQ�&KLQHVH�RIILFLDO�VWDWLVWLFV��ZKHUH�HQWHUSULVHV�RZQHG�E\�IRUHLJQHUV
DQG� WKRVH� RZQHG� E\� RYHUVHDV� &KLQHVH� IURP� +RQJ� .RQJ� DQG� 7DLZDQ� DUH� FODVVLILHG� DV� DQ� LQGHSHQGHQW
FDWHJRU\��)RU�WKH�SXUSRVHV�RI�WKLV�VWXG\��ZKLFK�IRFXVHV�RQ�DQDO\VLQJ�WKH�HYROXWLRQDU\�FKDQJHV�LQ�RZQHUVKLS
DQG� JRYHUQDQFH� VWUXFWXUHV� RI� &KLQD
V� GRPHVWLF� ILUPV�� ZH� ZLOO� QRW� GLVFXVV� WKH� IHDWXUHV� RI� WKHVH� IRUHLJQHU�
RZQHG�DQG�RYHUVHDV�&KLQHVH�RZQHG�ILUPV�
���2IILFLDO�VWDWLVWLFDO�GDWD�IRU�SULYDWH�HQWHUSULVHV�VWDUWHG�WR�DSSHDU�LQ�YDULRXV�\HDUERRNV�IURP������RQZDUGV�
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7DEOHV�����DQG�����VKRZ�WKDW�XQWLO�WKH�PLG�����V�WKH�UHODWLYH�SRVLWLRQ�RI�SULYDWH�HQWHUSULVHV
LQ� WKH�QDWLRQDO�HFRQRP\�ZDV�VWLOO� LQVLJQLILFDQW�DOWKRXJK� WKHUH�ZDV�D�VWURQJ�JURZWK� WUHQG�
+RZHYHU�� LQ� ����� WKH� SULYDWH� VHFWRU� DV� D� ZKROH� SURGXFHG� ����� SHU� FHQW� RI� QDWLRQDO
LQGXVWULDO�RXWSXW�DQG�SURYLGHG������SHU�FHQW�RI� LQGXVWULDO� HPSOR\PHQW�EDVHG�RQ�RQO\����
SHU�FHQW�RI�WRWDO�LQGXVWULDO�FDSLWDO��7KLV�LQGLFDWHV�WKDW�WKH�SULYDWH�VHFWRU�KDV�PRVW�HIIHFWLYHO\
H[SORLWHG� WKH� FRPSDUDWLYH� DGYDQWDJH� RI� IDFWRU� HQGRZPHQW� LQ� &KLQD
V� HFRQRP\�� ,Q� WKH
FRPPHUFH� VHFWRU�� WKH� SULYDWH� VHFWRU� KDV� SURYLGHG�PRUH� WKDQ� ��� SHU� FHQW� RI� HPSOR\PHQW
VLQFH������DQG�DFFRXQWHG� IRU�PRUH� WKDQ����SHU�FHQW�RI� WRWDO� UHWDLO� VDOHV� VLQFH������� ,W� LV
H[SHFWHG�WKDW�WKH�ODWWHU�VKDUH�ZLOO�VRRQ�H[FHHG����SHU�FHQW�

TABLE 5.2  PRIVATE AND HOUSEHOLD ENTERPRISES IN RETAIL TRADE, 1990-7

Employment share (%) Share in total retail sales (%)

1990 1994 1996 1990 1995 1997

Private firm
Household firm

n.a.
50.14

1.83
66.32

3.15
70.59

n.a.
21.65 a

1.64
30.33 a

3.79
42.28

Source: Statistical Yearbook of China 1991: 570; 1996: 556; 1998: 590, 594, 595 and 599.
Notes: a shares in total retail sales of consumer goods.

TABLE 5.3  BASIC INDICATORS FOR PRIVATE ENTERPRISES IN CHINA, 1993-7

Number of
enterprises

Number
of

investors

Number of
employees

Registered
asset

(million yuan)

Asset per
firm (1,000

yuan)

Employees
per firm
(person)

1992
   Rural
   Urban
1993
   Rural
   Urban
1994
   Rural
   Urban
1995
   Rural
   Urban
1996
   Rural
   Urban
1997
   Rural
   Urban

  73,646
  65,987

105,781
132,138

190,852
241,388

283,052
371,479

332,900
486,400

365,075
595,650

   167,100
   136,000

   232,200
   281,600

   388,000
   501,000

   556,000
   783,600

   649,500
1,055,100

710,000
1,332,000

 1,340,618
    977,780

 1,864,800
 1,861,400

 3,159,714
 3,323,988

 4,149,800
 4,070,300

 4,861,700
 5,145,100

 5,997,000
 7,496,000

{22,101}

19,045
  48,972

  44,630
100,154

  79,526
182,645

104,560
270,678

{514,000}

{159.00}

180.04
  370.61

  233.85
  414.91

  280.96
  491.67

  314.09
  556.49

{535.01}

  18.2
14.8

  17.6
  14.1

  16.6
  13.8

  14.7
  11.0

  14.6
  10.6

  16.4
  12.6

Source: Almanac of China’s Economy 1993: 841; 1994: 664; 1995: 607 and 769; 1996: 714 and 920; 1997:
872; Statistical Yearbook of China 1993: 113; 1994: 102; 1995: 102; 1998: 152; People’s Daily, 8 March 1999;
and Wang and Changfu (1997: 13).

7DEOH� ���� UHSRUWV� EDVLF� LQGLFDWRUV� IRU� SULYDWH� HQWHUSULVHV� LQ� &KLQD� GXULQJ� ��������ZKLFK
LQFOXGH� WRWDO� QXPEHUV� RI� ILUPV�� LQYHVWRU�RZQHUV�� DQG� HPSOR\HHV�� WKH� WRWDO� UHJLVWHUHG
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FDSLWDO��FDSLWDO�SHU�ILUP�DQG�HPSOR\HHV�SHU�ILUP�LQ�UXUDO�DQG�XUEDQ�DUHDV��7DEOH�����VKRZV
WKDW�E\������WKHUH�ZHUH�DERXW���������SULYDWH�HQWHUSULVHV�RZQHG�E\�DERXW���PLOOLRQ�SULYDWH
LQYHVWRUV� DQG� WKHVH� ILUPV� SURYLGHG� HPSOR\PHQW� IRU� DERXW� �����PLOOLRQ� SHRSOH��$OO� WKHVH
WKUHH�ILJXUHV�UHIOHFW�D���IROG�PXOWLSOLFDWLRQ�LQ�WKH�ILYH�\HDUV�VLQFH������

,W�FDQ�EH�VHHQ�IURP�7DEOH�����WKDW�SULYDWH�HQWHUSULVHV�LQ�XUEDQ�DUHDV�H[SDQGHG�PRUH�UDSLGO\
WKDQ�LWV�FRXQWHUSDUW�LQ�UXUDO�DUHDV�DOWKRXJK�WKH�UXUDO�SDUW�H[SDQGHG�YHU\�TXLFNO\�DV�ZHOO��,Q
������QXPEHUV�RI�ILUPV�DQG�HPSOR\HHV�LQ�WKH�XUEDQ�SDUW�DFFRXQWHG�IRU����DQG����SHU�FHQW
RI� WKH� WRWDO�� DQG�E\������ WKHVH� WZR�VKDUHV� LQFUHDVHG� WR����DQG����SHU� FHQW�� UHVSHFWLYHO\�
7KH�PXFK�PRUH�UDSLG�H[SDQVLRQ�RI�WKH�XUEDQ�SULYDWH�HQWHUSULVH�VXE�VHFWRU�FDQ�EH�DWWULEXWHG
WR� WZR� IDFWRUV�� DQ� LQFUHDVLQJ� ODUJH� QXPEHU� RI� OD\RIIV� IURP� VWDWH�RZQHG� DQG� XUEDQ
FROOHFWLYH�ILUPV�VLQFH�������*X��������DQG�PXFK�JUHDWHU�RSSRUWXQLWLHV�IRU�SULYDWH�ILUPV�LQ
XUEDQ� DUHDV��%RWK� IDFWRUV� DUH� ODUJHO\� LQGXFHG� E\� WKH� UHQHZHG� UHIRUP� HIIRUWV� VLQFH� �����
$QRWKHU� GLVWLQFWLYH� IHDWXUH� EHWZHHQ� WKH� XUEDQ� DQG� UXUDO� SULYDWH� ILUPV� LV� UHYHDOHG� E\� WKH
ILJXUHV� RI� FDSLWDO� SHU� ILUP� DQG� HPSOR\HHV� SHU� ILUP�� 2Q� DYHUDJH�� WKH� UXUDO� SULYDWH� ILUPV
VKRZ�D�UHODWLYHO\�ODUJH�VL]H�LQ�WHUPV�RI�HPSOR\HH�SHU�ILUP�EXW�D�PXFK�VPDOOHU�VL]H�LQ�WHUPV
RI�FDSLWDO�SHU�ILUP��LQGLFDWLQJ�WKDW� WKH�XUEDQ�ILUPV�DUH� UHODWLYHO\�FDSLWDO� LQWHQVLYH�DQG� WKH
UXUDO�RQHV�DUH�UHODWLYHO\�ODERXU�LQWHQVLYH��$�ODUJH�SDUW�RI�WKH�GLIIHUHQFH�PD\�EH�GXH�WR�WKH
IDFW�WKDW�ODQG�DQG�EXLOGLQJV�LQ�XUEDQ�DUHDV�DUH�PXFK�PRUH�H[SHQVLYH�WKDQ�LQ�UXUDO�DUHDV�

TABLE 5.4  BASIC INDICATORS OF HOUSEHOLD FIRMS IN CHINA, 1981-97

Number of firms Employment

Year
Number
(million)

Rural
(%)

Urban
(%)

Person
(million)

Rural
(%)

Urban
(%)

Total
revenue

(billion yuan)
1981
1985
1990
1991
1992
1993
1994
1995
1996
1997

    1.83
  11.71
  13.28
  14.17
  15.34
  17.67
  21.87
  25.29
  27.04
  28.51

52.54
76.13
70.32
70.43
68.93
67.42
67.07
66.07
65.41
64.09

47.46
23.87
29.68
29.57
31.07
32.58
32.93

33.9
34.59
35.91

    2.27
  17.66
  20.93
  22.58
  24.68
  29.39
  37.56
  46.14
  50.17
  54.42

53.56
78.27
71.22
71.58
70.00
68.38
67.56
66.20
65.94
64.73

46.44
21.73
28.78
28.42
30.00
31.62
32.44
33.80
34.06
35.27

1.09
75.06

149.22
179.82
186.13
330.92
421.14
897.25

1155.42
n.a.

Sources: Almanac of China’s Economy 1997: 872 and Statistical Yearbook of China 1998: 153.

$OWKRXJK� WKH� W\SLFDO� VL]H�RI�SULYDWH� ILUPV�KDV�EHHQ� VPDOO�� VRPH� ODUJH�SULYDWH� ILUPV�KDYH
HPHUJHG��,Q�-DQXDU\�������WKH�ILUVW�EDWFK�RI����ODUJH�SULYDWH�ILUPV�ZHUH�JUDQWHG�DXWRQRP\
LQ� LPSRUW� DQG� H[SRUW� EXVLQHVV�� $W� DYHUDJH�� HDFK� RI� WKHP� KDG� UHJLVWHUHG� FDSLWDO� RI� ��
PLOOLRQ�\XDQ�DQG�DQQXDO�EXVLQHVV�UHYHQXH�RI�����PLOOLRQ�\XDQ��7KHLU�DYHUDJH�VL]H�LQ�WHUPV
RI�FDSLWDO�ZDV�DERXW�����WLPHV�WKH�DYHUDJH�IRU�DOO�SULYDWH�ILUPV�LQ�������3HRSOH
V�'DLO\����
0DUFK�������

%\������� WKHUH�ZHUH� �����PLOOLRQ� KRXVHKROG� ILUPV�ZKLFK� SURYLGHG� MREV� IRU� �����PLOOLRQ
SHRSOH��7KH�IRUPHU�ILJXUH�LV�����WLPHV�DQG�WKH�ODWWHU�LV�����WLPHV�WKRVH�RI�������7DEOH������
:LWK�UHVSHFW�WR�WKH�UXUDO�DQG�XUEDQ�GLVWULEXWLRQ��WKH�VKDUHV�RI�XUEDQ�KRXVHKROG�ILUPV�LQ�WKH
WRWDO�QXPEHUV�RI�ILUPV�DQG�HPSOR\HHV�LQFUHDVHG�IURP�OHVV�WKDQ����SHU�FHQW�LQ������WR�PRUH
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WKDQ� ��� SHU� FHQW� LQ� ������ LQGLFDWLQJ� D�PRUH� UDSLG� H[SDQVLRQ� RI� WKH� VXE�VHFWRU� RI� XUEDQ
KRXVHKROG�HQWHUSULVH��)RU�ERWK�UXUDO�DQG�XUEDQ�KRXVHKROG� ILUPV�� WKHLU�DYHUDJH�QXPEHU�RI
HPSOR\HHV� SHU� ILUP� LV� DOPRVW� VDPH� LQ� DQ\� JLYHQ� \HDU�� 7KH� DYHUDJH� VL]H� LQ� WHUPV� RI
HPSOR\HHV�SHU� ILUPV� LQFUHDVHG� VOLJKWO\� \HDU�E\� \HDU�� ULVLQJ� IURP�����SHUVRQV�SHU� ILUP� LQ
����� WR� ���� SHUVRQV� SHU� ILUP� LQ� ������ 7KH� UHDVRQV� IRU� WKH�PRUH� UDSLG� H[SDQVLRQ� RI� WKH
XUEDQ�KRXVHKROG�HQWHUSULVH�VXE�VHFWRU�DUH�WKH�VDPH�DV�WKRVH�IRU�WKH�H[SDQVLRQ�RI�WKH�XUEDQ
SULYDWH�HQWHUSULVH�VXE�VHFWRU�

7DEOHV� ���� DQG� ���� SUHVHQW� WKH� SHUFHQWDJH� GLVWULEXWLRQV� RI� QXPEHUV� RI� SULYDWH� DQG
KRXVHKROG�HQWHUSULVHV�E\�LQGXVWU\��7DEOH�����VKRZV�WKDW�DOWKRXJK�VRPH�SULYDWH�HQWHUSULVHV
VKLIWHG� WR� WKH� VHUYLFH� VHFWRU�� PRUH� WKDQ� KDOI� RI� WKHP� FRQWLQXHG� WR� HQJDJH� LQ� LQGXVWULDO
SURGXFWLRQ� LQ� WKH� ILUVW� KDOI� RI� WKH� ����V�� 7KH� VHFRQG� ODUJHVW� VHFWRU� IRU� WKH� SULYDWH
HQWHUSULVHV�LV�WKH�FRPPHUFH�VHFWRU��ZKLFK�PDGH�XS������SHU�FHQW�RI�&KLQD
V�SULYDWH�ILUPV�LQ
������$�UHPDUNDEOH�QHZ�SKHQRPHQRQ�LV�WKH�HPHUJHQFH�DQG�UDSLG�H[SDQVLRQ�RI�WKH�SULYDWH�
RZQHG�SURIHVVLRQDO�FRQVXOWLQJ�DQG�VHUYLFH�ILUPV�LQ�WKH�����V�

TABLE 5.5  PERCENTAGE DISTRIBUTION OF NUMBER OF PRIVATE ENTERPRISES
BY INDUSTRY, 1991-5

1991 1993 1994 1995

Industry
Construction
Transportation
Commerce
Catering services
Social services
Repairing
Professional consulting
Others

67.31
2.69
1.25

20.75
1.86
2.00
1.80
0.87
1.21

52.80
2.83
1.10

31.10
2.02
4.84
1.27
2.40
1.80

51.10
2.40
0.93

33.50
2.20
4.63
1.22
2.10
1.40

50.50
2.50
0.90

36.70
2.10
6.40
0.56
n.a.

2.25a

Source: Almanac of China’s Economy 1995: 608, 1996: 714; Wang and Changfu 1997: 108).
Note: a this figure may include that of ’professional consulting’. Columns may not tally due to rounding; the
larger error beyond rounding in the 1995 column appears in the original source table (Almanac of China’s
Economy 1996: 714).

TABLE 5.6  PERCENTAGE DISTRIBUTION OF NUMBER OF HOUSEHOLD FIRMS BY
INDUSTRY, 1990-5

1990 1991 1992 1993 1994 1995

Industry
Construction
Transportation
Commerce
Catering services
Social services
Repairing
Others

12.30
  0.20
  9.50
54.20
10.20
  5.90
  6.70
  0.93

12.40
  0.19
  9.70
54.40
10.20
  6.00
  6.20
  0.90

12.04
  0.19
  9.45
55.14
10.28
  6.10
  5.82
  0.98

11.80
  0.19
10.10
54.74
10.42
  6.15
  5.43
  1.29

11.90
  0.21
11.30
52.80
10.00
  6.20
  5.10
  1.40

11.90
  0.26
10.80
52.00
  9.40
12.30
  4.30
  1.20

Source: Almanac of China’s Economy 1996: 717.
Note: Columns may not tally due to rounding.
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+RXVHKROG�ILUPV�KDYH�FRQFHQWUDWHG�LQ�WKH�EURDG�VHUYLFH�VHFWRU�LQ�JHQHUDO��DQG�LQ�FRPPHUFH
�PDLQO\� UHWDLO� WUDGH�� LQ�SDUWLFXODU��0RUH� WKDQ�KDOI� RI� WKH�KRXVHKROG� ILUPV�KDV� HQJDJHG� LQ
UHWDLO�WUDGH�DQG�DQRWKHU�WHQ�SHU�FHQW�LQ�FDWHULQJ�VHUYLFHV��7KH�LQGXVWULDO�DQG�WUDQVSRUWDWLRQ
VHFWRUV�KDYH�DWWUDFWHG�DQRWKHU��OLWWOH�PRUH�WKDQ�����SHU�FHQW�RI�KRXVHKROG�ILUPV��2I� WKRVH
LQGXVWULDO� KRXVHKROG� ILUPV�� D� YDVW� PDMRULW\� GR� VXE�FRQWUDFWLQJ� RU� SLHFHZRUN� IRU� 62(V�
79(V��DQG�RWKHU�
FRUSRUDWH
�RUJDQL]DWLRQV�

$OWKRXJK�SULYDWH�HQWHUSULVHV�KDYH�EHHQ�H[SRVHG�WR�WKH�JUHDWHVW�HFRQRPLF�XQFHUWDLQW\�DQG
ULVN�LQ�FRPSDULVRQ�ZLWK�RWKHU�RZQHUVKLS�IRUPV�LQ�WKH�FRPPXQLVW�SDUW\�UXOHG�HFRQRP\�RI
&KLQD�� WKH� DWWUDFWLYHQHVV� RI� WKHP� KDV� LQFUHDVHG� VLJQLILFDQWO\�� 7DEOH� ���� UHSRUWV� WKH
FRPSDUDWLYH�VWUXFWXUH�RI�DJH��SUHYLRXV�RFFXSDWLRQV��DQG�HGXFDWLRQDO�OHYHOV�RI�WKH�KHDGV�RI
SULYDWH� HQWHUSULVHV� DW� WKH� VWDUWLQJ� WLPH� RI� WKHLU� SULYDWH� EXVLQHVVHV� LQ� WKH� \HDUV� ����� DQG
������7KLV�WDEOH�LV�EDVHG�RQ�WZR�GHWDLOHG�VXUYH\V�FRQGXFWHG�E\�WKH�6RFLRORJ\�,QVWLWXWH�RI
WKH�&KLQHVH�$FDGHP\�RI�6RFLDO�6FLHQFHV��1DWLRQDO�$VVRFLDWLRQ�RI�,QGXVWU\�DQG�&RPPHUFH
DQG�RWKHU�FROODERUDWLQJ�LQVWLWXWLRQV�LQ������DQG������

7KH�PRVW� LPSUHVVLYH�SKHQRPHQRQ�UHYHDOHG� LQ�7DEOH����� LV� WKDW�D� VLJQLILFDQWO\� LQFUHDVLQJ
QXPEHU� RI� JRYHUQPHQW� RIILFLDOV� TXLW� WKHLU� JRYHUQPHQW� SRVLWLRQV� DQG� VHW� XS� WKHLU� RZQ
SULYDWH�ILUPV��$�SKHQRPHQRQ�KDV�EHHQ�QDPHG�
[LDKDL
��D�OLWHUDO�WUDQVODWLRQ�LV� 
OHDSLQJ�LQWR
WKH�VHD
�� LQ�&KLQHVH����)URP������WR������� WKH� WRWDO�QXPEHU�RI�SULYDWH�HQWHUSULVHV�DOPRVW
GRXEOHG��:DQJ�DQG�&KDQJIX���������������$ORQJ�ZLWK�WKLV�UDSLG�H[SDQVLRQ��WKH�SURSRUWLRQ
RI� [LDKDL� RIILFLDOV� DPRQJ� WKH� SULYDWH� HQWUHSUHQHXUV� LQFUHDVHG� E\� ���� SHUFHQWDJH� SRLQWV�
IURP������SHU�FHQW�LQ������WR������SHU�FHQW�LQ�������$GGLWLRQDO�JRYHUQPHQW�RIILFLDOV�TXLW
WKHLU� SRVLWLRQV� WR� MRLQ� RWKHU� QRQ�VWDWH� EXVLQHVV� HQWLWLHV�� ;LDKDL� LV� DQ� LQWHUHVWLQJ
SKHQRPHQRQ� DQG� VHHPV� WR� EH� XQLTXH� WR� &KLQD�� ZKLFK� KDV� VWDUWHG� WR� DWWUDFW� LQFUHDVLQJ
UHVHDUFK�LQWHUHVW��/L���������)RU�H[DPSOH��LQ�5XVVLD��SROLWLFLDQV�DUH�W\SLFDOO\�QRW�DFFHSWHG
E\� WKH�SULYDWH� VHFWRU�ZLWK� WKH� H[FHSWLRQ�RI�0RVFRZ�� DQG� WKH\� DUH� FRQWLQXRXVO\� W\LQJ� XS
ZLWK�IRUPHU�62(V�DQG�DFWLQJ�DV�UHQW�VHHNHUV��6KOHLIHU��������

7KH� SULYDWH� EXVLQHVV� KDV� H[KLELWHG� LQFUHDVLQJ� DWWUDFWLYHQHVV� WR� 62(� WHFKQLFLDQV� DQG
ZRUNHUV�DV�ZHOO��7KH�VKDUH�RI�62(�WHFKQLFLDQV�DPRQJ�WRWDO�SULYDWH�HQWUHSUHQHXUV�LQFUHDVHG
IURP� ���� SHU� FHQW� LQ� ����� WR� ���� SHU� FHQW� LQ� ������$OWKRXJK� WKH� VKDUH� RI� 62(�ZRUNHUV
GHFUHDVHG� IURP� ����� SHU� FHQW� LQ� ����� WR� ����� SHU� FHQW� LQ� ������ WKH� DEVROXWH� QXPEHU� RI
[LDKDL�ZRUNHUV� LQFUHDVHG� VLJQLILFDQWO\��3OHDVH�QRWH� WKDW� EHIRUH� ����� WKH� YDVW�PDMRULW\� RI
WKHVH� [LDKDL� ZRUNHUV� DQG� WHFKQLFLDQV� KDG� QRW� EHHQ� ODLG�RII� E\� 62(V�� ,Q�PRVW� FDVHV� WKH
RSSRVLWH�ZDV�WUXH²WKH\�ZHUH�W\SLFDOO\�VRPH�RI�WKH�PRVW�FRPSHWHQW�VWDII�PHPEHUV�RI�WKH
62(V�

/DUJHO\�GXH�WR�WKH�PDVVLYH�MRLQLQJ�RI�WKH�[LDKDL�ZDYH�E\�EXUHDXFUDWV��VNLOOHG�ZRUNHUV��DQG
WHFKQLFLDQV�� WKH� DYHUDJH� HGXFDWLRQDO� OHYHO� RI� WKH� SULYDWH� HQWUHSUHQHXUV� LPSURYHG
VLJQLILFDQWO\�� 7KH� VKDUH� RI� WKRVH� ZLWK� WKH� HGXFDWLRQDO� OHYHO� RI� KLJK� VFKRRO� DQG� DERYH
LQFUHDVHG�IURP������SHU�FHQW� LQ������WR������SHU�FHQW� LQ������� ,Q�SDUWLFXODU�� WKH�VKDUH�RI
WKRVH�ZLWK�XQLYHUVLW\�DQG�DERYH�OHYHO�HGXFDWLRQ�LQFUHDVHG�IURP�����SHU�FHQW�LQ������WR�����

������������������������������������������������
��� 
6HD
�DQG�
RFHDQ
�DUH�XVHG�WR�UHSUHVHQW�SULYDWH�DQG�RWKHU�QRQ�VWDWH�EXVLQHVVHV�LQ�WKH�&KLQHVH�ZRUG�[LDKDL�
EHFDXVH�WKH�LQLWLDO� MRLQW�YHQWXUHV�DQG�SULYDWH�HQWHUSULVHV�ZHUH�FRQQHFWHG�ZLWK�RYHUVHDV�&KLQHVH�LQ�WKH�HDUO\
����V�DQG�GRPHVWLF�SULYDWH�HQWHUSULVHV� ILUVW�HPHUJHG� LQ� WKH�FRDVWDO� DUHDV�DQG�+DLQDQ� LVODQG��)RU�HFRQRPLF
DQDO\VLV�RI�WKH�[LDKDL�SKHQRPHQRQ��VHH�6HFWLRQ�����
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SHU�FHQW�LQ�������;LDKDL�SKHQRPHQRQ�LQGLFDWHV�D�VXFFHVVIXO�WUDQVIHU�RI�KXPDQ�FDSLWDO�IURP
DQ�LQHIILFLHQW�WR�D�KLJKO\�HIILFLHQW�VHFWRU�LQ�WKH�WUDQVLWLRQ�

TABLE 5.7  AGE, PREVIOUS OCCUPATION, AND EDUCATIONAL LEVEL OF THE HEAD OF
PRIVATE ENTERPRISES WHO STARTED THEIR OWN BUSINESS IN 1988 AND 1992

1988 1992

Average age (years)
Original occupation (%)
Self-employed
Peasants
Officials
Workers
Technicians
Jobless
Educational level (%)
University & above
High school
Middle school
Primary school & below

31.5

35.8
20.8
19.8
13.2
1.9
8.5

9.5
38.8
37.1
14.7

36.7

36.9
15.8
25.5
10.8
4.9
6.1

16.3
44.8
32.6
6.4

Source: Surveys conducted by the Sociology Institute of the Chinese Academy of Social Sciences, National
Association of Industry and Commerce, and other collaborating institutions; People’s Daily, 8 March 1999.

��� 7KH�:HQ]KRX�PRGHO��DQ�H[DPSOH�RI�SULYDWH�VHFWRU�GHYHORSPHQW�LQ�&KLQD

:HQ]KRX�LV�D�SUHIHFWXUH�OHYHO�PXQLFLSDOLW\�DQG�ORFDWHG�LQ�WKH�VRXWKHDVW�FRUQHU�RI�FRDVWDO
=KHQMLDQJ�SURYLQFH����:HQ]KRX�FRYHUV��������VTXDUH�NLORPHWUHV��LQFOXGLQJ�WZR�PXQLFLSDO
GLVWULFWV��RQH� LQODQG�FLW\��DQG�HLJKW� UXUDO�FRXQWLHV��:HQ]KRX�KDV�D�SRSXODWLRQ�RI�RYHU� VL[
PLOOLRQ�� DQG� LV� WKH�PRVW�SRSXORXV� DPRQJ�=KHMLDQJ
V�SUHIHFWXUHV��'XH� WR� LWV�PRXQWDLQRXV
WHUUDLQ�� KLJK� SRSXODWLRQ� GHQVLW\�� DQG� QDWXUDO� UHVRXUFH� VKRUWDJH�� OLIH� EDVHG� RQ� RQO\
DJULFXOWXUH� ZDV� H[WUHPHO\� GLIILFXOW� DV� SURYHQ� LQ� WKH� SUH�UHIRUP� SHULRG�� )RU� H[DPSOH�� LQ
������WKH�DYHUDJH�DQQXDO�SHU�FDSLWD�LQFRPH�RI�UXUDO�UHVLGHQWV�LQ�:HQ]KRX�ZDV�RQO\������
\XDQ��ORZHU�WKDQ�WKH�QDWLRQDO�DYHUDJH�RI�������\XDQ��IDU�ORZHU�WKDQ�WKH�SURYLQFLDO�DYHUDJH
RI�����\XDQ��<XDQ��������������

7KH� KLJK� VFDUFLW\� RI� ODQG� KDG� LQ� IDFW� VWLPXODWHG� 
XQGHUJURXQG
� KRXVHKROG� ZRUNVKRSV� WR
FRQGXFW� WUDGLWLRQDO� KDQGLFUDIWV� VXFK� DV� XPEUHOOD� PDNLQJ�� VKRH� PDNLQJ�� FRWWRQ� VSLQQLQJ�
ZHDYLQJ��DQG�IOXIILQJ��DQG�HYHQ�SURGXFWLRQ�RI�YLWDO�PDWHULDOV�DQG�HQHUJ\�EHIRUH� WKH�PLG�
����V��6LQFH������� WKH� GHYHORSPHQW� RI� WKH� SULYDWH� VHFWRU� LQ�:HQ]KRX�KDV� JRQH� WKURXJK
WKUHH� VWDJHV�� ILUVW� VFDWWHUHG� KRXVHKROG� EXVLQHVVHV�� WKHQ� EXVLQHVV� DIILOLDWLRQ� �JXDKX�� RI
KRXVHKROG�HQWHUSULVHV�WR�62(V��79(V�DQG�RWKHU�FRUSRUDWLRQV��DQG�WKHQ�IRUPDWLRQ�RI�MRLQW�
VWRFN�FR�RSHUDWLYHV�DQG�FRUSRUDWLRQV�

7KH�HFRQRPLF�DFKLHYHPHQW�RI�:HQ]KRX� LV�PRVW� LPSUHVVLYH�DPRQJ�SUHIHFWXUHV� LQ�&KLQD�
)URP������ WR������� WKH�PXQLFLSDO�*'3� LQFUHDVHG� IURP������ELOOLRQ�\XDQ� WR������ELOOLRQ

������������������������������������������������
���)RU�(QJOLVK�SXEOLFDWLRQV�RQ�WKH�:HQ]KRX�0RGHO��VHH�/LX��������DQG�3DUULV���������DPRQJ�RWKHUV�
���3HRSOH
V�'DLO\�����0DUFK�������&RPSUHKHQVLYH�6WDWLVWLFV�RQ�&KLQD
V�5XUDO�(FRQRP\�����������������
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\XDQ�� JRYHUQPHQW� UHYHQXH� LQFUHDVHG� IURP� ���� PLOOLRQ� \XDQ� WR� ���� PLOOLRQ� \XDQ�� DQG
DQQXDO�SHU�FDSLWD�LQFRPH�RI�UXUDO�UHVLGHQWV�LQFUHDVHG�IURP�������\XDQ�WR�������\XDQ��$OO
WKHVH� JURZWK� UDWH� UHFRUGV� DUH� PRUH� WKDQ� GRXEOH� WKH� QDWLRQDO� DYHUDJH� DQG� KDYH� EHHQ
GRPLQDQWO\�FUHDWHG�E\�WKH�SULYDWH�VHFWRU���

����� 6FDWWHULQJ�KRXVHKROG�LQGXVWULHV�DQG�WUDGH

7KH� ILUVW� WLPH� WKH�:HQ]KRX� PRGHO� EHFDPH� NQRZQ� QDWLRQ�ZLGH� ZDV� LQ� ������ ZKHQ� WKH
&HQWUDO�&RPPLWWHH�RI� WKH�&RPPXQLVW�3DUW\�RI�&KLQD�RUGHUHG�FLUFXODWLRQ�RI�DQ�HYLGHQFH�
GRFXPHQW� GHVFULELQJ� 
FDSLWDOLVW� UHVWRUDWLRQ
� LQ� :HQ]KRX�� 7KH� GRFXPHQW� FKDUDFWHUL]HG
:HQ]KRX� DV� D� EDG�PRGHO� RI� FDSLWDOLVW� UHVWRUDWLRQ� DQG� UHTXLUHG� DOO� ORFDO� JRYHUQPHQWV� WR
GUDZ�WKH�QHJDWLYH�OHVVRQV�IURP�LW��7KH�GRFXPHQW�LQGLFDWHG�WKDW�E\������WKHUH�ZHUH�WHQV�RI
WKRXVDQGV�UXUDO�KRXVHKROGV�HQJDJHG�LQ�KRXVHKROG�SURGXFWLRQ�RI�QRQ�DJULFXOWXUDO�SURGXFWV
DQG� WUDGH�� 7KHVH� EXVLQHVV� DFWLYLWLHV� DUH� LGHQWLILHG� DV� LOOHJDO� 
XQGHUJURXQG� IDFWRULHV
� DQG
EODFN�PDUNHW�RSHUDWLRQV�GXULQJ�WKH�&XOWXUDO�5HYROXWLRQ�SHULRG�

,URQLFDOO\��LW�LV�GXH�WR�WKH�FKDRV�RI�WKH�&XOWXUDO�5HYROXWLRQ��WKDW�VWDWH�FRQWURO�RYHU�VRFLHW\
ZHDNHQHG�FRQVLGHUDEO\�LQ� WKRVH�UHPRWH�DQG�PRXQWDLQRXV�UHJLRQV� OLNH�:HQ]KRX�� ,Q� WKHVH
UHJLRQV�� EDVLF� FRQVXPHU� JRRGV� ZHUH� LQ� VHYHUH� VKRUWDJH�� XUEDQ� XQHPSOR\PHQW� DQG� UXUDO
ODERXU� DEXQGDQFH�ZHUH� LQFUHDVLQJ�� DQG� WKH� SXEOLF� HFRQRP\�ZDV� EDUHO\� IXQFWLRQLQJ�� 7KH
VLPSOH�VXUYLYDO�XUJH�SXVKHG�LQGLYLGXDOV�DQG�KRXVHKROGV�WR�XQGHUWDNH�DOWHUQDWLYH�VWUDWHJLHV
EH\RQG�WKHLU�VWDWH�DVVLJQPHQWV��7KH\�VHW�XS�KRXVHKROG�ZRUNVKRSV�DQG�VROG�SURGXFWV�RQ�WKH
EODFN�PDUNHW� LQ� WRZQV� DQG� FLWLHV�� 7KH\� DOVR� VWDUWHG� WR� HPSOR\� WKH� VWUDWHJ\� RI� EXVLQHVV
DIILOLDWLRQ��EXW�RQ�D�VPDOO�VFDOH�

$V� D� FRPSRQHQW� RI� WKH� UHIRUP� LQLWLDWLYH� LQ� WKH� ODWH� ����V�� QDWLRQDO� SROLF\� RQ� KRXVHKROG
LQGXVWU\�DQG�FRPPHUFH�ZDV�UHOD[HG��7KH�
SULYDWH�SHWW\�FRPPRGLW\�HFRQRP\
�RI�KRXVHKROG
ZRUNVKRSV�DQG�WUDGH�ZDV�UHFRJQL]HG�DV�D�ZD\�RI�ILOOLQJ�LQ�WKH�JDSV�OHIW�E\�WKH�62(V�DQG
FROOHFWLYHV��$V�D�UHVXOW��KRXVHKROG�LQGXVWULHV�DQG�SULYDWH�WUDGH�LQ�WUDGLWLRQDO�DQG�QHZ�VPDOO
FRPPRGLWLHV� VWDUWHG� WR� JURZ� YHU\� UDSLGO\� LQ�:HQ]KRX�� DOWKRXJK� D� ORQJHU�WHUP� OHJDO� RU
LGHRORJLFDO�EDVLV�IRU�WKHP�ZDV�VWLOO�DEVHQW�

����� %XVLQHVV�DIILOLDWLRQ��JXDKX�

)RU�LQGLYLGXDO�KRXVHKROGV��WKH�GHYHORSPHQW�RI�VFDWWHUHG�KRXVHKROG�LQGXVWULHV�DQG�WUDGH�LV
VHYHUHO\� FRQVWUDLQHG� E\� WKHLU� GLVDGYDQWDJHV� LQ� DUHDV� VXFK� DV� SURGXFW� PDUNHWLQJ�� LQSXW
PDWHULDO� VHDUFK�� OLFHQFH� DSSOLFDWLRQ� DQG� DSSURYDO�� DQG� HVWDEOLVKPHQW� RI� FRPPHUFLDO� WUXVW
DQG�D�JRRG�UHSXWDWLRQ��)RU�ORFDO�JRYHUQPHQWV��PRQLWRULQJ�QXPHURXV�KRXVHKROG�EXVLQHVVHV
LQ�WHUPV�RI�OLFHQFH�TXDOLILFDWLRQ�DQG�WKH�IROORZ�XS�TXDOLILFDWLRQ�FRQWURO�DORQH�ZRXOG�EH�WRR
RQHURXV�WR�EH�HDVLO\�PDQDJHDEOH�

7R� VROYH� WKHVH� GLIILFXOWLHV� DW� WKH� OHDVW� FRVW�� LQ� DGGLWLRQ� WR� WKH� SRSXODU� SUDFWLFH� RI� VXE�
FRQWUDFWLQJ�� WKH� LQQRYDWLYH� DUUDQJHPHQW� 
EXVLQHVV� DIILOLDWLRQ
� �JXDKX�� ZDV� LQLWLDWHG� DQG
GHYHORSHG��8QGHU� WKLV� DUUDQJHPHQW�� KRXVHKROG� LQGXVWULDO� DQG� FRPPHUFLDO� ILUPV� DWWDFKHG
WKHPVHOYHV�WR�DQ�HVWDEOLVKHG�FROOHFWLYHO\�RZQHG�RU�VWDWH�RZQHG�HQWHUSULVH��SD\LQJ�D�IHH�IRU
WKH�XVH�RI�LWV�QDPH��DQG�WKXV�LWV� OLFHQVH�DQG�FRPPHUFLDO�UHSXWDWLRQ���VWDWLRQHU\�� OHWWHUV�RI
LQWURGXFWLRQ��DQG�PRVW�LPSRUWDQWO\��EDQN�DFFRXQW�QXPEHUV�DQG�UHFHLSW�ERRNV��7D[HV�ZHUH
������������������������������������������������
���3HRSOH
V�'DLO\�����0DUFK������
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FROOHFWHG�IURP�WKH�HVWDEOLVKHG�SXEOLF�HQWHUSULVHV�UDWKHU�WKDQ�WKHVH�DWWDFKHG�KRXVHKROGV��,Q
FRPSDULVRQ�ZLWK�VXE�FRQWUDFWLQJ��EXVLQHVV�DIILOLDWLRQ�JLYHV�PRUH�DXWRQRP\�DQG�IOH[LELOLW\
WR� KRXVHKROG� ILUPV�� 7KH� FRVW� LV� WKDW� VRPH� DWWDFKHG� KRXVHKROG� ILUPV� KDYH�PRUH� URRP� WR
XQGHUWDNH� RSSRUWXQLVWLF� EHKDYLRXU� DQG� GDPDJH� WKH� UHSXWDWLRQ� RI� WKH� HVWDEOLVKHG� SXEOLF
HQWHUSULVH�� ,Q� ERWK� IRUPV� RI� VXE�FRQWUDFWLQJ� DQG� EXVLQHVV� DIILOLDWLRQ�� ORFDO� JRYHUQPHQWV
GHOHJDWH� GH� IDFWR� PRQLWRULQJ� ULJKWV� WR� WKH� HVWDEOLVKHG� SXEOLF� ILUP�� $V� D� UHVXOW�� ORFDO
JRYHUQPHQWV� REWDLQHG� PXFK� JUHDWHU� DGPLQLVWUDWLYH� FRQWURO� RYHU� ZKDW� ZHUH� HVVHQWLDOO\
XQGHUJURXQG�ILUPV�EHIRUH�

7KH�EXVLQHVV�DIILOLDWLRQ�IRUP�EHFDPH�SHUYDVLYH�LQ�:HQ]KRX�LQ�WKH�ODWH�����V�DQG�����V�
$OWKRXJK� WKH� UHOHYDQW� VWDWLVWLFDO� GDWD� DUH� QRW� DYDLODEOH�� RQH� VRXUFH� LQGLFDWHV� WKDW� E\� WKH
PLG�����V�� DERXW����SHU� FHQW�RI�KRXVHKROG� LQGXVWULDO� DQG� FRPPHUFLDO� ILUPV�ZHUH�JXDKX
ILUPV��,Q�VRPH�DUHDV�WKH�ILJXUH�ZDV�DV�KLJK�DV����SHU�FHQW��+XDQJ��������

����� :HDULQJ�D�UHG�KDW��GDL�KRQJPDR]L�

3DUDOOHO� WR� WKH� EXVLQHVV� DIILOLDWLRQ� SUDFWLFH� RI� KRXVHKROG� ILUPV�� SULYDWH� ILUPV�ZKLFK� KDYH
JURZQ�EH\RQG� IDPLO\�EDVHG� HQWLWLHV�XVXDOO\� UHJLVWHUHG� DV� FROOHFWLYHO\�RZQHG� HQWLWLHV� DQG
DFFHSWHG� WKHLU� QHLJKERXUKRRG� FRPPLWWHH� RU� YLOODJH� JRYHUQPHQW� DV� WKH� UHVSRQVLEOH
DGPLQLVWUDWLYH�ERG\��,Q�H[FKDQJH��WKH�DGPLQLVWUDWLYH�ERG\�FROOHFWHG�D�PDQDJHPHQW�IHH�DQG
VKDUHG�RWKHU�EHQHILWV�DQG�FRQWURO� ULJKWV� WR�D�YDU\LQJ�GHJUHH��7KLV�SUDFWLFH�ZDV�NQRZQ�DV

ZHDULQJ�D�UHG�KDW
��GDL�KRQJPDR]L���7KH�UHG�KDW�DOORZV�WKHVH�GH�IDFWR�SULYDWH�HQWHUSULVHV�WR
DYRLG�SROLWLFDO�ULVN�DQG�WKH�VWLJPD�ORQJ�DVVRFLDWHG�ZLWK�SULYDWH�EXVLQHVV� LQ�&KLQD�� ,W� DOVR
EURXJKW� WKHP�JUHDWHU� DFFHVV� WR�EDQN� FUHGLWV�� UDZ�PDWHULDOV�� ODQG��SRZHU� DQG� IXHO�TXRWDV�
FRQWUDFWV��HWF��2Q�WKH�RWKHU�KDQG��ORFDO�JRYHUQPHQWV�DQG�RIILFLDOV�EHQHILWHG�E\�EHLQJ�DEOH
WR� UHJLVWHU�� SROLFH� DQG� FROOHFW� WD[HV� DQG� IHHV� IURP� WKLV� RWKHUZLVH� XQGHUJURXQG� HFRQRP\
�3DUULV���������%RWK�WKH�EXVLQHVV�DIILOLDWLRQ�DQG�WKH�
UHG�KDW
�DUUDQJHPHQWV�SURYLGHG�D�VRXQG
EDVLV�IRU�VPRRWKHU�DQG�FRVW�VDYLQJ�WUDQVDFWLRQV�DQG�IRU�WKH�UDSLG�HFRQRPLF�GHYHORSPHQW�LQ
:HQ]KRX�LQ�WKH�HDUO\�\HDUV�RI�UHIRUP�

����� -RLQW�VWRFN�FR�RSHUDWLYHV�DQG�FRUSRUDWLRQV

7KH� SUDFWLFH� RI� EXVLQHVV� DIILOLDWLRQ� DQG�ZHDULQJ� D� UHG� KDW� LV� D� WUDQVDFWLRQDO� UHODWLRQVKLS
ZKLFK� FDQ� EH� GLVWLQJXLVKHG� DV� D� 
TXDVL�PDUNHW� FRQWUDFW
� EHWZHHQ� SULYDWH� ILUPV� DQG� WKH
DGPLQLVWUDWLYH�ERGLHV�RU�SXEOLF�ILUPV�IRU�SXUFKDVLQJ�RU�UHQWLQJ�WKH�GHVLUHG�LQVWLWXWLRQDO�DQG
VRFLDO� FDSLWDO� �6HFWLRQV����� DQG������� ,Q� WKH� FDVH�RI� 
EXVLQHVV� DV�XVXDO
�� WKH� FRVWV� RI� VXFK
TXDVL�PDUNHW�FRQWUDFWLQJ��LQFOXGLQJ�FRVWV�DVVRFLDWHG�ZLWK�LPSOHPHQWLQJ��HQIRUFLQJ�DQG�UH�
QHJRWLDWLQJ�DJUHHPHQWV��DQG�SURWHFWLQJ�DJDLQVW�WKLUG�SDUW\�LQIULQJHPHQW�RI�SURSHUW\�ULJKWV�
LQ� WHUPV� RI� WLPH��PRQH\� DQG� ULVN�PD\� QRW� LQFUHDVH� WRR�PXFK��+RZHYHU�� LQ� DQ� HFRQRP\
ZLWK� LPSUHVVLYH� JURZWK� DQG� G\QDPLFV� OLNH�:HQ]KRX�� WKHVH� WUDQVDFWLRQDO� FRVWV� LQFUHDVH
YHU\� UDSLGO\�� 7KH� HVWDEOLVKHG� SXEOLF� HQWHUSULVHV� EHFRPH� LQFUHDVLQJO\� LQWHUHVWHG� LQ
SUHGDWRU\�UHQW�PD[LPL]DWLRQ�UDWKHU�WKDQ�HIIHFWLYH�SURYLVLRQ�RI�VHUYLFHV��'LVSXWHV�DUH�UDLVHG
W\SLFDOO\�EHIRUH�WKH�IL[HG�UH�QHJRWLDWLRQ�GDWH�E\�WKH�SXEOLF�ILUP�DQG�WKH�DWWDFKHG�ILUPV�KDYH
WR� IROORZ� LWV� SUHGDWRU\� UHTXLUHPHQW� GXH� WR� WKH� ORFN�LQ� HIIHFW�� 2Q� WKH� RWKHU� KDQG�� PDQ\
DWWDFKHG�KRXVHKROG�ILUPV�EHKDYH�RSSRUWXQLVWLFDOO\�WR�PD[LPL]H�WKHLU�RZQ�SURILW�DW�WKH�FRVW
RI�WKH�EXVLQHVV�UHSXWDWLRQ�RI�WKH�ZKROH�JURXS��%\�WKH�PLG�������SURGXFWV�ZLWK�SRRU�TXDOLW\
DQG�RU� IDNH� EUDQG� QDPHV� SURGXFHG� E\� WKH� EXVLQHVV� DIILOLDWLRQ� ILUPV� EURXJKW� D� EDG
UHSXWDWLRQ� WR� DOO� :HQ]KRX� ILUPV�� $V� D� FRQVHTXHQFH�� HYHQ� ORFDO� JRYHUQPHQWV� EHFDPH



��

LQWROHUDQW� RI�� DQG� VWDUWHG� WR� UHRUJDQL]H�� WKH� EXVLQHVV� DIILOLDWLRQ� ILUPV� �+DQ� DQG� =KDQJ�
�����������

,Q� FRPSDULVRQ� ZLWK� WKH� DUUDQJHPHQWV� RI� EXVLQHVV� DIILOLDWLRQ� DQG� UHG� KDW� ZHDULQJ� WKH
DUUDQJHPHQW�RI�MRLQW�VWRFN�FR�RSHUDWLYHV�KDV�REYLRXV�FRVW�EHQHILW�DGYDQWDJHV��7KH�GLVSXWHV
RYHU� WKH� LVVXH� RI� VKDULQJ� UHVLGXDO� EHQHILWV� DQG� UHVLGXDO� FRQWURO� ULJKWV� EHWZHHQ� WKH
LQGLYLGXDO�DWWDFKHG�ILUP�DQG�LWV�
QRPLQDO�VXSHUYLVRU
��QDPHO\�WKH�HVWDEOLVKHG�SXEOLF�ILUP�RU
LQVWLWXWLRQ�� GLVDSSHDU� IRU� D� MRLQW�VWRFN� FR�RSHUDWLYH� ILUP�� ,Q� RWKHU� ZRUGV�� WKH� SUHYLRXV
TXDVL�PDUNHW�FRQWUDFWLQJ�DUUDQJHPHQW�RYHU� UHVLGXDO�EHQHILWV�DQG�UHVLGXDO�FRQWURO�ULJKWV� LV
QRZ� UHSODFHG� E\� GLUHFW� RZQHUVKLS� DUUDQJHPHQW�� UHVXOWLQJ� LQ� D� VLJQLILFDQW� UHGXFWLRQ� RI
WUDQVDFWLRQ� FRVWV�� 7KH� MRLQW�VWRFN� IRUP� FUHDWHV� HFRQRPLHV� RI� VFDOHV� LQ� WHUPV� RI� FDSLWDO�
SURGXFWLRQ� DQG� PDUNHWLQJ� IRU� WKH� ILUP�� 7KH� OHJDO� SRVLWLRQ� RI� WKH� FR�RSHUDWLYH� DQG� WKH
VLJQLILFDQWO\�HQODUJHG�VFDOH�RI�EXVLQHVV�EULQJ� LQ� WKH�PXFK�QHHGHG� LQVWLWXWLRQDO�DQG�VRFLDO
WUXVW�WR�WKH�ILUP��IRU�ZKLFK�WKH�ILUPV�LQ�WKH�DIILOLDWHG�UHODWLRQVKLS�ZHUH�KDYLQJ�WR�SD\�D�KLJK
DQG� LQFUHDVLQJ� SULFH�� 'LVSXWHV� PD\� RFFXU� DPRQJ� VKDUHKROGHUV� RI� WKH� ILUP� RYHU� VRPH
LPSRUWDQW� LVVXHV��+RZHYHU�� WKH�GLVWULEXWLRQ�RI� UHVLGXDO�EHQHILWV� LV�ZHOO�GHILQHG�E\�VKDUHV
QRZ�� DQG� WKH� H[HUFLVH� RI� UHVLGXDO� FRQWURO� ULJKWV� EHFRPHV� EHWWHU� PDWFKHG� ZLWK� WKH
FRUUHVSRQGLQJ�UHVLGXDO�EHQHILWV�ULJKWV�

'ULYHQ�E\�WKHVH�VLJQLILFDQW�FRVW�EHQHILW�DGYDQWDJHV��DV�ZHOO�DV�WKH�UHSXWDWLRQDO�FROODSVH�DQG
HQVXLQJ� JRYHUQPHQW� SURPRWHG� UHRUJDQL]DWLRQ� RI� WKH� EXVLQHVV� DIILOLDWLRQ� ILUPV�� WKH
RZQHUVKLS�DUUDQJHPHQW�RI�MRLQW�VWRFN�FR�RSHUDWLYH�HPHUJHG�PXFK�HDUOLHU�LQ�:HQ]KRX�WKDQ
LQ� RWKHU� UHJLRQV�� %\� ������ WKHUH� DOUHDG\�ZHUH� DERXW� ������� MRLQW�VWRFN� FR�RSHUDWLYHV� LQ
:HQ]KRX��2I� WKHP��������ZHUH� FHUWLILHG� E\� WKH� FLW\� JRYHUQPHQW� DV� KDYLQJ� DFKLHYHG� WKH
QRUP�LQ�WHUPV�RI�VWDQGDUGL]HG�LQVWLWXWLRQDO�DUUDQJHPHQWV��DFFRXQWLQJ�V\VWHP��DQG�GHFLVLRQ�
PDNLQJ�SURFHGXUHV��+DQ�DQG�=KDQJ����������������,Q�������WKH�QXPEHU�RI�MRLQW�VWRFN�FR�
RSHUDWLYHV�LQ�:HQ]KRX�UHDFKHG�DERXW���������2I�WKHP��DERXW��������ZHUH�LQGXVWULDO�ILUPV�
ZKLFK� SURGXFHG� DERXW� ��� ELOOLRQ� \XDQ� RI� RXWSXW�� DFFRXQWLQJ� IRU� RYHU� ��� SHU� FHQW� RI� WKH
FLW\
V�WRWDO�LQGXVWULDO�RXWSXW��/L����������

7KH�PRVW�GLVWLQFWLYH�IHDWXUH�RI� MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�:HQ]KRX�LV� WKDW�DERXW����SHU
FHQW� RI� WKHP� RULJLQDWH� IURP� WKH� YROXQWDU\� FR�RSHUDWLRQ� RI� SULYDWH� DQG� KRXVHKROG
HQWHUSULVHV�� UDWKHU� WKDQ� IURP� WKH� RZQHUVKLS� UHVWUXFWXULQJ� RI� WKH� RULJLQDO� FROOHFWLYH� ILUPV
�+DQ� DQG� =KDQJ�� ������ �������� $V� D� UHVXOW�� MRLQW�VWRFN� FR�RSHUDWLYHV� LQ�:HQ]KRX� KDYH
EHHQ� GRPLQDWHG� E\� PDQDJHPHQW� MRLQW�VWRFN� RZQHUVKLS� DQG� HPSOR\HH� MRLQW�VWRFN
RZQHUVKLS��LQ�ZKLFK�WKHUH�LV�QR�FRPPXQLW\�VKDUH�RU�FROOHFWLYH�VKDUH�

7KH� PDQDJHPHQW�RZQHG� MRLQW�VWRFN� IRUP� PDNHV� LW� HDV\� IRU� FR�RSHUDWLYHV� WR� WUDQVIRUP
WKHPVHOYHV� LQWR� D� OLPLWHG� OLDELOLW\� FRPSDQ\� DQG� MRLQW�VWRFN� FRPSDQ\�� EHFDXVH�PDQDJHUV
W\SLFDOO\�KDYH�WKH�PDMRULW\�RI�VKDUHV��)URP������WR�������������MRLQW�VWRFN�FR�RSHUDWLYHV
ZLWK� PDQDJHPHQW� RZQHUVKLS� UHVWUXFWXUHG� WKHPVHOYHV� LQWR� WKH� IRUPV� RI� OLPLWHG� OLDELOLW\
FRPSDQ\�DQG�MRLQW�VWRFN�FRPSDQ\��%\������WKHUH�ZHUH��������OLPLWHG�OLDELOLW\�FRPSDQLHV
DQG����MRLQW�VWRFN�FRPSDQLHV�LQ�:HQ]KRX��:DQJ�DQG�:DQJ���������$W�WKH�VDPH�WLPH��LQ
PDQ\� HPSOR\HH�MRLQW�VWRFN� FR�RSHUDWLYHV�� WKH� WHQGHQF\�RI� LQFUHDVLQJ� VKDUH�FRQFHQWUDWLRQ
WR�WKH�FRUH�VKDUHKROGHUV��PDLQO\��FRUH�PDQDJHUV��KDV�FRQWLQXHG�

������������������������������������������������
���3HRSOH
V�'DLO\�����0DUFK������
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7KH�:HQ]KRX�PRGHO�KDV�VKRZQ�D�VXFFHVVIXO�SURFHVV�RI�WKH�SULYDWH�VHFWRU�GHYHORSPHQW�DQG
HYROXWLRQ�LQ�&KLQD��,Q�WKH�HYROXWLRQDU\�SURFHVV��WKH�DYDLODEOH�PDWHULDO��KXPDQ��LQVWLWXWLRQDO
DQG�VRFLDO�FDSLWDO�VHHP�WR�KDYH�EHHQ�HIILFLHQWO\�XWLOL]HG��7KH�HYROXWLRQ�KDV�ILWWHG�ZHOO�LQWR
WKH�GHYHORSPHQW�OHYHOV�RI�WKLV�FDSLWDO��SDUWLFXODUO\�WKH�SURJUHVVLYH�OHYHO�RI�
NQRZLQJ�KRZ
�
7KH�SURFHVV�LQ�:HQK]RX�LV�D�W\SLFDO�RQH�RI� 
UHIRUP�IURP�EHORZ
��$OWKRXJK�UHIRUP�SROLF\
IURP� DERYH� SURYLGHV� D� IDYRXUDEOH� DWPRVSKHUH� IRU� ORFDO� LQLWLDWLYHV�� WKH� UDGLFDO� H[WHQW� RI
WKHVH�LQLWLDWLYHV�DQG�WKHLU�VXEVHTXHQW�HYROXWLRQ�DUH�GHWHUPLQHG�E\�LQGLYLGXDOV��KRXVHKROGV�
JURXSV� DQG� JRYHUQPHQW�RIILFLDOV� DW� WKH� ORFDO� OHYHO�SXUVXLQJ� WKHLU� SUDJPDWLF� LQWHUHVWV� DQG
UHVSRQGLQJ�WR�WKH�IDLOXUH�RI�WKH�VWDWH�VHFWRU�WR�PHHW�ORFDO�GHPDQGV��7KH\�KDYH�PDQDJHG�WR
ZRUN� WKH� VWDWH� VRFLDOLVW� V\VWHP� WR� WKHLU� RZQ� DGYDQWDJH�� DQG� WR� WUDQVIRUP� WKH� H[LVWLQJ
LQVWLWXWLRQV�LQWR�PDUNHW�RULHQWHG�RQHV�

/RFDO�JRYHUQPHQWV�KDYH�SOD\HG�D�SLYRWDO�UROH�LQ�WKH�HYROXWLRQDU\�SURFHVV��7KH\�QRW�RQO\
FROOXGH�ZLWK� ORFDO� HQWUHSUHQHXUV� WR� SXUVXH� ORFDO� LQWHUHVWV�� EXW� DOVR� IXQFWLRQ� DV� DQ� DFWLYH
PDUNHW� UHJXODWRU� WR� SURPRWH� IDLU� FRPSHWLWLRQ�� WHFKQRORJ\� LPSURYHPHQW�� DQG� WKH
HVWDEOLVKPHQW� RI� WKH� TXDOLW\� UHSXWDWLRQ� RI� :HQ]KRX� SURGXFWLRQ� LQ� QDWLRQDO� DQG
LQWHUQDWLRQDO�PDUNHWV� �/L�� ������� $W� WKH� VDPH� WLPH� WKH\� KDYH� DFWLYHO\� LQWHUPHGLDWHG� WKH

FKURQLF� QHJRWLDWLRQ
� EHWZHHQ� ORFDO� JURXSV� DQG� WKH� DJHQWV� RI� FHQWUDO� DQG� SURYLQFLDO
JRYHUQPHQWV� WR� UHVROYH� FRQIOLFWV�� DFFRPPRGDWH� WKH� FKDQJLQJ� HQYLURQPHQWV�� DQG
UHFRPPHQG�WKH�QHZ�LQVWLWXWLRQV�DQG�SROLF\�RSWLRQV��3DUULV��������

��� 7KH�GHSHQGHQFH�RI�SULYDWH�HQWHUSULVHV�RQ�ORFDO�JRYHUQPHQWV�IRU�VRFLDO�DQG
LQVWLWXWLRQDO�FDSLWDO

$OWKRXJK� IRU� D� ORQJ� SHULRG�PDQ\� GH� IDFWR� SULYDWH� HQWHUSULVHV� UDQ� WKHLU� EXVLQHVV� E\� WKH
PHWKRGV�RI�EXVLQHVV�DIILOLDWLRQ�DQG�UHG�KDW�ZHDULQJ��QRW�DOO�RI� WKHP�GLG�VR��)RU�H[DPSOH�
GXULQJ�WKH�SHULRG�RI���������ZKHQ�WKH�JRYHUQPHQW�SROLF\�WRZDUGV�SULYDWH�HQWHUSULVHV�ZDV

WROHUDWLQJ� EXW� GLVFRXUDJLQJ
�� WKH� QXPEHUV� RI� UHJLVWHUHG� SULYDWH� HQWHUSULVHV� LQ� $QKXL
3URYLQFH�ZHUH�����LQ�����������LQ�������������LQ�������������LQ������DQG�������LQ������
UHVSHFWLYHO\� �:DQJ� DQG� &KDQJIX�� ������ ���� 'XULQJ� ��������� ZKHQ� JRYHUQPHQW� SROLF\
VKLIWHG� WR� HQFRXUDJH� WKH� GHYHORSPHQW� RI� SULYDWH� HQWHUSULVHV� EXW� OHDYLQJ� PDQ\
GLVFULPLQDWLRQ� SROLFLHV� LQWDFW�� WHQV� RI� WKRXVDQGV� RI� SULYDWH� HQWHUSULVHV� HPHUJHG� DQG
GHYHORSHG��DQG�WKH\�UHJLVWHUHG�WKHPVHOYHV�DV�SULYDWH�RZQHUVKLS�GLUHFWO\��7DEOH������

,Q� DQ� HQYLURQPHQW� FKDUDFWHUL]HG� E\� SROLF\� GLVFULPLQDWLRQ�� LGHRORJLFDO� KRVWLOLW\�� DQG
XQVWDEOH� FHQWUDO� JRYHUQPHQW� SROLF\� WRZDUGV� SULYDWH� HQWHUSULVHV�� WKH� LPSUHVVLYH
GHYHORSPHQW�RI�SULYDWH�HQWHUSULVHV�UDLVHV�VHYHUDO�LQWHUHVWLQJ�DQG�LPSRUWDQW�TXHVWLRQV��DOO�RI
ZKLFK�DUH�RI�SROLF\�VLJQLILFDQFH��+RZ�PLJKW�RQH�IDYRXU�VWDEOH�H[SHFWDWLRQV�IRU�ORQJ�WHUP
LQYHVWPHQW� DQG� WKH� GHYHORSPHQW� RI� SULYDWH� HQWHUSULVHV� UDWKHU� WKDQ� WKH� XQFHUWDLQW\�ZKLFK
FDQ�DULVH�IURP�WKH�KDSKD]DUG�HQIRUFHPHQW�RI�ODZV�DQG�UHJXODWLRQV�E\�DJHQWV�RI�WKH�VWDWH"
&DQ�FKDQQHOV�IRU� LQWHU�UHJLRQDO� LQIRUPDWLRQ�H[FKDQJH�EH�LGHQWLILHG"�+RZ�FDQ�VRFLDO� WUXVW
DQG�PRUDOLW\�EH�HVWDEOLVKHG�DQG�XVHG� WR� IDFLOLWDWH� UHVRXUFH�DOORFDWLRQ�� VWDEOH�H[SHFWDWLRQV
DQG� LQIRUPDWLRQ� IORZV"� ,Q� DGGLWLRQ� WR� WKHVH�TXHVWLRQV�� WKH�XQLTXH�SKHQRPHQRQ�RI�[LDKDL
WKDW� UHIHUV� WR�JRYHUQPHQW�RIILFLDOV�YROXQWDULO\�TXLWWLQJ� WKHLU� JRYHUQPHQW�SRVLWLRQV� WR� MRLQ
WKH�FRPPXQLW\�RI�SULYDWH�EXVLQHVV��6HFWLRQ������VKRXOG�GHVHUYH�VSHFLDO�UHVHDUFK�DWWHQWLRQ�
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����� 7KH�FRQWULEXWLRQV�RI�FRPPXQLW\�OLQNDJH�DQG�SDWURQ�FOLHQW�WLHV

,Q� D� WUDQVLWLRQ� DQG�GHYHORSLQJ� HFRQRP\� OLNH�&KLQD�� DFFHVVHV� WR� NH\� UDZ�PDWHULDOV�� ODQG�
HTXLSPHQW��IXQGV��DQG�FRQWDFWV�KDYH�EHHQ�KLVWRULFDOO\�DVVRFLDWHG�ZLWK�JRYHUQPHQW�DJHQFLHV
DW� GLIIHUHQW� OHYHO�� 3DUWLFXODUO\� LQ� WKH� FRQWH[W� RI� &KLQD�� WKH� EXUHDXFUDF\� KDV� EHHQ� WKH
GRPLQDQW�LQWHJUDWLYH�VWUXFWXUH�LQ�WKH�VRFLDO�RUGHU�XQWLO�YHU\�UHFHQWO\��,Q�RUGHU�WR�REWDLQ�WKH
DFFHVVHV�WR�NH\�PDWHULDO�IDFWRUV�DV�ZHOO�DV�VRFLDO�DQG�LQVWLWXWLRQDO�FDSLWDO�WKDW�DUH�QHFHVVDU\
IRU� ORQJ�WHUP� GHYHORSPHQW� RI� SULYDWH� HQWHUSULVHV�� SULYDWH� HQWHUSULVHV� LQ� &KLQD� DOZD\V
UHTXLUH�ORFDO�JRYHUQPHQW�VXSSRUW�DQG�FR�RSHUDWLRQ�ZLWK�ORFDO�JRYHUQPHQWV�LQ�PDQ\�ZD\V�
7KLV�VXSSRUW� LV� W\SLFDOO\�VXSSOLHG�SDUWO\� LQ�H[FKDQJH�IRU�D�VKDUH� LQ�ERWK�UHVLGXDO�EHQHILWV
ULJKWV�DQG�UHVLGXDO�FRQWURO�ULJKWV��$V�D�UHVXOW��WKHUH�KDYH�EHHQ�REYLRXV�GLIIHUHQFHV�EHWZHHQ
WKHVH�SULYDWH�HQWHUSULVHV�LQ�&KLQD�DQG�WKH�W\SLFDO�SULYDWH�HQWHUSULVH�LQ�D�FDSLWDOLVW�HFRQRP\�
7KHVH�GLIIHUHQFHV�ZHUH�ZHOO�XQGHUVWRRG�E\�WKH�&HQWUDO�&RPPLWWHH�RI�WKH�&RPPXQLVW�3DUW\
RI�&KLQD�LQ�WKH�HDUO\�\HDUV�RI�WKH�UHIRUP�


2I� HQWHUSULVHV�ZKLFK� DUH� FXUUHQWO\� H[FHHGLQJ� UHJXODWLRQ� HPSOR\PHQW� QXPEHUV�
VRPH�KDYH� LPSOHPHQWHG� V\VWHPV�GLIIHUHQW� IURP�SULYDWH� HQWHUSULVHV� �VLUHQ� TL\H��
IRU� H[DPSOH�� WDNLQJ� D� FHUWDLQ� SURSRUWLRQ� RI� DIWHU�WD[� SURILWV� WR� EH� LQYHVWHG� LQ
FROOHFWLYH�DVVHWV��UHJXODWLQJ�WKH�OLPLWV�RI�GLYLGHQGV�DQG�RZQHUV
�LQFRPH��LVVXLQJ�D
FHUWDLQ� DPRXQW� RI� SURILW� WR� ZRUNHUV�� HWF�� 7KHVH� WKXV� KDYH� HOHPHQWV� RI� >D@� FR�
RSHUDWLYH�HFRQRP\�WR�YDU\LQJ�GHJUHHV��:H�VKRXOG�KHOS�WKHP�FRQWLQXH�WR�LPSURYH�
DQG� WKH\�PD\�EH� WUHDWHG�GLIIHUHQWO\� IURP�FDSLWDOLVW� HPSOR\HUV
�� �6WDWH�%XUHDX�RI
,QGXVWULDO� DQG�&RPPHUFLDO�$GPLQLVWUDWLRQ� DQG�7KHRUHWLFDO�'HSDUWPHQW��%HLMLQJ
'DLO\�������

7KH�UXUDO�SULYDWH�HQWHUSULVHV�DSSHDU�PRUH� OLNH� WKH�ZLGHU�FRPPXQLW\� HQWHUSULVHV� LQ�ZKLFK
WRZQVKLS� DQG� YLOODJH� JRYHUQPHQWV� KDYH� HVWDEOLVKHG� LQIRUPDO� EXW� HIIHFWLYH� SURSULHWDU\
LQWHUHVWV��<RXQJ���������2Q�WKH�RWKHU�KDQG��WKH�WLHV�EHWZHHQ�WKH�XUEDQ�HQWUHSUHQHXUV�ZKR
RSHUDWH�SULYDWH� HQWHUSULVHV� DQG� WKH� RIILFLDOV� VWDIILQJ� VWDWH� DGPLQLVWUDWLYH�� GLVWULEXWLYH� DQG
SURGXFWLRQ�HQWLWLHV�DSSHDU�PRUH�OLNH�SDWURQ�FOLHQW�UHODWLRQVKLSV��:DQN��������

$ORQJ�ZLWK�WKH�LQFUHDVLQJ�PDUNHWL]DWLRQ��ZKLFK�KDV�OHG�WR�PDQ\�PDWHULDO�IDFWRUV�EHFRPLQJ
GLUHFWO\�DYDLODEOH�LQ�WKH�PDUNHWV��SULYDWH�HQWHUSULVHV�KDYH�QRQHWKHOHVV�FRQWLQXRXVO\�QHHGHG
ORFDO�JRYHUQPHQW�VXSSRUW�WR�HVWDEOLVK�DQG�JXDUDQWHH�VRFLDO�WUXVW�LQ�WKHLU�EXVLQHVV�DFWLYLWLHV�
3DUWO\�LQGXFHG�E\�WKH�ORQJ�KLVWRU\�RI�DXWKRULWDULDQ�JRYHUQPHQWV��WKH�EXUHDXFUDF\�LQ�&KLQD
KDV�EHHQ�WKH�GRPLQDQW�LQWHJUDWLYH�VWUXFWXUH�LQ�WKH�VRFLDO�RUGHU��7KH�VRFLDO�WUXVW�HPERGLHG�LQ
D� FRPPXQLW\� RU� D� SDWURQ�FOLHQW� UHODWLRQVKLS� LV� QRW� UHDGLO\� WUDQVIHUDEOH� E\� RQH� DFWRU� WR
DQRWKHU� FRPPXQLW\� HQWLW\� RU� UHODWLRQVKLS�� 7KLV� IDFW� LQFUHDVHV� WKH� OLNHOLKRRG� RI� RQJRLQJ
IXWXUH� FR�RSHUDWLRQ� DQG� DQ� RULHQWDWLRQ� WRZDUGV� PXWXDO� EHQHILW�� $V� D� FRQVHTXHQFH�� LW� LV
SRVVLEOH� WR� VHH� WKDW� VRFLDO� WUXVW� LQ� WKLV� IRUP�� OLNH� RWKHU� SURGXFWLRQ� IDFWRUV� RU� FDSLWDO�� LV
SURGXFWLYH�� ,W� HQDEOHV� DFWRUV� WR� FDOFXODWH� ULVNV� DQG� OLNHO\� UHWXUQV�� HQFRXUDJHV� EXVLQHVV
DFWLYLW\�E\�FUHDWLQJ�WKH�UHDVRQDEOH�H[SHFWDWLRQ�WKDW�RWKHUV�LQYROYHG�LQ�WKH�UHODWLRQVKLS�ZLOO
EHKDYH� LQ�D� IDLUO\�SUHGLFWDEOH�ZD\��DQG� WHQGV� WR� IRVWHU�PXFK�PRUH�EXVLQHVV�DFWLYLW\� WKDQ
DOWHUQDWLYH�IRUPV��LQFOXGLQJ�WKH�DEVHQFH�RI�WKLV�W\SH�RI�VRFLDO�WUXVW�

7KLV� VRFLDO� WUXVW� OLQNV� HQWUHSUHQHXUV� ZLWK� WKH� RYHUDUFKLQJ� EXUHDXFUDWLF� VWUXFWXUH�� 7KH
FRQQHFWLRQ� FDQQRW� EH� YLHZHG� VLPSO\� DV� D� ORFDOL]HG� H[FKDQJH� RI� FRPPHUFLDO� ZHDOWK� IRU
EXUHDXFUDWLF�SRZHU��,WV�FRQWULEXWLRQ�WR�SURGXFWLYLW\�DQG�PDUNHWL]DWLRQ�PD\�EH�PXFK�PRUH
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VLJQLILFDQW�� )URP� WKH� SHUVSHFWLYH� RI� SULYDWH� HQWUHSUHQHXUV�� WKH� FRQQHFWLRQ� SURYLGHV� ORFDO
VWDELOLW\� LQ� DQ� HQYLURQPHQW� FKDUDFWHUL]HG� E\� XQVWDEOH� FHQWUDO� JRYHUQPHQW� SROLF\� DQG
LGHRORJLFDO� KRVWLOLW\�� $W� WKH� VDPH� WLPH�� LW� RIIHUV� SULYDWH� HQWUHSUHQHXUV� LQVWLWXWLRQDOL]HG
DFFHVV� WR� FUXFLDO� UHVRXUFHV� VXFK� DV� EDQN� FUHGLWV�� ODQG� DQG� NH\� UDZ� PDWHULDOV�� PDQ\� RI
ZKLFK� UHPDLQ� GLUHFWO\� RU� LQGLUHFWO\� FRQWUROOHG� E\� JRYHUQPHQW�� )URP� WKH� SHUVSHFWLYH� RI
ORFDO�JRYHUQPHQWV�DQG�RIILFLDOV��WKH�FRQQHFWLRQ�LQVWLWXWLRQDOL]HV�QHZ�VRXUFHV�RI�UHYHQXH�WR
FRSH�ZLWK� WKH� LQFUHDVLQJ� H[SHQGLWXUH� DQG� GHYHORSPHQW� SUHVVXUH� �/L�� ������:DQN�� �����
:RQJ��������

7KH�PDMRU� FRQWULEXWLRQ� RI� FRPPXQLW\� OLQNDJH� DQG�RU� SDWURQ�FOLHQW� WLHV� LV� VW\OL]HG� DV� WKH
VWLPXODWLRQ� RI� FRPSHWLWLRQ�� VXSSRUW� IRU� LQQRYDWLRQ�� WKH� UHGXFWLRQ� RI� XQFHUWDLQW\�� DQG� WKH
IDFLOLWDWLRQ�RI�PDUNHW�OLQNDJHV��/HII��������:DQN���������7KLV�VW\OL]HG�FRQWULEXWLRQ�PD\�EH
PRUH�VXLWHG�IRU�WKH�WLHV�EHWZHHQ�UXUDO�SULYDWH�HQWHUSULVHV�DQG�FRPPXQLW\�JRYHUQPHQWV�

&RPSHWLWLRQ�WDNHV�SODFH�DPRQJ�JRYHUQPHQW�HQWLWLHV�DQG�RIILFLDOV�DV�ZHOO�DV�DPRQJ�SULYDWH
HQWUHSUHQHXUV�� 3ULYDWH� HQWUHSUHQHXUV� FRPSHWH� DJDLQVW� HDFK� RWKHU� IRU� EXUHDXFUDWLF� IDYRXUV
WKDW�DUH�LQ�VKRUW�VXSSO\��LQFOXGLQJ�EXVLQHVV�OLFHQFHV�DQG�GLVSHQVDWLRQV�IURP�UHVWULFWLRQV�RQ
DFFHVV�WR�WKH�FRPPRGLWLHV�ZKLFK�SULYDWH�EXVLQHVVHV�WUDGH��7KH�OLFHQFHV�DQG�GLVSHQVDWLRQV
DUH�XVXDOO\�UHQHZHG�RQ�DQ�DQQXDO�EDVLV��HQDEOLQJ�DQQXDO�FRVW�DGMXVWPHQWV��7KLV�DVVXUHV�WKDW
LQ� WKH� ORQJ� UXQ� RQO\� WKH� PRVW� SURGXFWLYH� HQWLWLHV� FDQ� PHHW� WKH� SD\PHQW� UHTXLUHPHQWV
�LQFOXGLQJ�EULEHV��

&RPSHWLWLRQ� WDNHV� SODFH� DPRQJ� EXUHDXFUDWLF� DFWRUV� EHFDXVH� EXUHDXFUDWLF� UHVRXUFHV� DUH
JHQHUDOO\�DEXQGDQW��LQGXFLQJ�EHWWHU�VHUYLFH�HYHQ�DW�WKH�IULQJHV��)RU�LQVWDQFH��DOWKRXJK�WKH
VWDWH�KDG�QRW�DXWKRUL]HG�SULYDWH�FRPSDQLHV�WR�HQJDJH�LQ�GLUHFW�IRUHLJQ�WUDGH�XQWLO�-DQXDU\
������ VWDWH�RZQHG� IRUHLJQ� WUDGH� FRPSDQLHV� KDYH� VRPHWLPHV� SURYLGHG� D� FRYHU� VR� WKDW
SULYDWH�ILUPV�FRXOG�HQJDJH�LQ�GLUHFW�IRUHLJQ�WUDGH��7KLV�KDV� UHSUHVHQWHG�D�SUDFWLFDO�PHDQV
IRU�FRSLQJ�ZLWK�IOXFWXDWLRQV�LQ�VXSSO\�DQG�GHPDQG�DQG�IRU�EHDWLQJ�RXW�RWKHU�VWDWH�IRUHLJQ
WUDGH�FRPSDQLHV��:DQN��������

6XFK�WLHV�RQO\�VWLPXODWH�DQG�VXSSRUW�LQQRYDWLRQ�LI�WKH\�PRYH�EH\RQG�SUHGDWLRQ�DQG�LQGXFH
UHIRUP� IURP�EHORZ��$FFRUGLQJ� WR� WKH� 
LQGLYLGXDO� EXVLQHVV� IDPLO\
� SROLF\� LPSOHPHQWHG� LQ
&KLQD� LQ� WKH� ODWH� ����V�� D� SULYDWH� ILUP� FRXOG� QRW� H[SDQG� LWV� EXVLQHVV� EH\RQG� VHYHQ
HPSOR\HHV�DQG�EH\RQG�WKH�XVH�RI�YHKLFOH�WUDQVSRUW��0DQ\�ORFDO�JRYHUQPHQWV�FLUFXPYHQWHG
WKLV� SROLF\� E\� DOORZLQJ� SULYDWH� ILUPV� WR� UHJLVWHU� DV� FROOHFWLYHV�� DV� SUDFWLVHG� LQ�:HQ]KRX
�6HFWLRQ�������:LWKRXW�VXFK�D�SUDFWLFH��WKH�VLJQLILFDQFH�RI�SULYDWH�EXVLQHVV�LQ�MRE�FUHDWLRQ�
WKH�JHQHUDWLRQ�RI�ILVFDO�UHYHQXH�DQG�WKH�HOLPLQDWLRQ�RI�JDSV�LQ�VXSSO\�DQG�GHPDQG�PLJKW
QRW� KDYH� EHHQ� UHFRJQL]HG� E\� WKH� VWDWH� DQG� WKH� SXEOLF� E\� ����� �/LX�� ������ 3DUULV�� �����
:DQN��������<RXQJ��������

7KH� WLHV� EHWZHHQ� SULYDWH� HQWUHSUHQHXUV� DQG� ORFDO� JRYHUQPHQW� HQWLWLHV� DQG� RIILFLDOV� KDYH
UHGXFHG� WKH� SROLWLFDO� XQFHUWDLQWLHV� WKDW� XVHG� WR� IROORZ� QDWLRQDO�OHYHO� SROLWLFDO� DQG� SROLF\
F\FOHV�� 7KH\� KDYH� WKHUHE\� HQFRXUDJHG� LQYHVWPHQW� DQG� WKH� GLYHUVLILFDWLRQ� DZD\� IURP
VSHFXODWLYH�WUDGH�DQG�WRZDUGV�VHUYLFHV�DQG�LQGXVWULDO�SURGXFWLRQ��%HFDXVH�SULYDWH�ILUPV�FDQ
XVH� WKHVH� WLHV� WR� REWDLQ� WKH� RIILFLDOO\� PHGLDWHG� UHVRXUFHV�� ZKLFK� HQKDQFH� SURILWV� DQG
VHFXULW\�� WKH\� DUH� PRWLYDWHG� WR� GHYHORS� WKHVH� WLHV� DV� QHZ� PDUNHW� FKDQQHOV�� $V� D
FRQVHTXHQFH��UHFLSURFDO�UHODWLRQVKLSV�KDYH�GHYHORSHG�WR�WKH�H[WHQW�WKDW�SULYDWH�ILUPV�KDYH
VRPHWLPHV�KHOSHG�SXEOLFO\�RZQHG�XQLWV�PDUNHW�WKHLU�SURGXFWV��SURYLGHG�SURGXFWLRQ�LQSXWV
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IRU� WKHP� DQG� LQIXVHG� FDSLWDO� WKURXJK� SXEOLF�SULYDWH� SDUWQHUVKLSV�� 7KH\� KDYH� WKXV� KHOSHG
SXEOLF�HQWHUSULVHV�
JURZ�RXW�RI�WKH�SODQ
��1DXJKWRQ��������:DQN��������

����� 7KH�FRQWULEXWLRQV�RI�
[LDKDL


7KH� SKHQRPHQRQ� RI� [LDKDL� VWDUWHG� LQ� DV� HDUO\� DV� WKH� PLG������� ,Q� WKH� UHPRWH� DQG
PRXQWDLQRXV�UHJLRQV��OLNH�:HQ]KRX��LW�ZDV�UHSRUWHG�WKDW�DQ�RIILFLDO�DW� WKH�SRVLWLRQ�RI� WKH
KHDG�RI�D� WRZQVKLS�3DUW\�&RPPLWWHH� LQ�<RQJMLD� FRXQW\�TXLW� KLV� MRE� DQG� VWDUWHG�KLV�RZQ
FRPPHUFLDO� RUFKDUG� EXVLQHVV� LQ� ����� �%DL� HW� DO��� ������ ������� $� VXUYH\� RI� VRPH� ��
HQWUHSUHQHXUV�LQ�SULYDWH�HQWHUSULVHV�FRQGXFWHG�LQ������VKRZV�WKDW����SHU�FHQW�ZHUH�IRUPHU
VWDWH�RIILFLDOV��JXRMLD�JDQEX���:HQ]KRX�7DQVXR��QR�����)HEUXDU\������������%HVLGHV�WKRVH
ZKR� OHIW�JRYHUQPHQW� MREV�DQG�GLUHFWO\�PDGH� WKHLU�ZD\� LQWR� WKH�SULYDWH�HQWHUSULVHV��PDQ\
JRYHUQPHQW� RIILFLDOV� LQ�:HQ]KRX� KDG� WDNHQ� PRRQOLJKWLQJ� MREV� LQ� WKH� SULYDWH� VHFWRU� WR
VXSSOHPHQW�WKHLU�VDODULHV�VLQFH�WKH�HDUO\�����V��%DL�HW�DO���������

,Q�ODUJH�FLWLHV��[LDKDL�KDV�D�EURDGHU�PHDQLQJ�� ,Q�WKH�PLG�����V��LQ�RUGHU�WR�LQFUHDVH�ORFDO
JRYHUQPHQW�UHYHQXH�DQG�ORFDO�HPSOR\PHQW��PDQ\�JRYHUQPHQW�DJHQFLHV�EHJDQ�HVWDEOLVKLQJ
VXERUGLQDWH�EXVLQHVV�HQWLWLHV�LQ�WKH�IRUP�RI�
EHLQJ�UXQ�E\�SHRSOH
��PLQ\LQJ��DQG�
VSRQVRUHG
E\�JRYHUQPHQW�DJHQFLHV
��JRQJ]KX���0DQ\�JRYHUQPHQW�RIILFLDOV�EHFDPH�PDQDJHUV�RI�WKHVH
EXVLQHVV� RUJDQL]DWLRQV�� DQG� WKH\� ZHUH� DOORZHG� WR� PDLQWDLQ� WKHLU� RULJLQDO� VWDWXV� LQ� WKH
EXUHDXFUDWLF� KLHUDUFK\� IRU� ULVN�FRPSHQVDWLRQ��*UDGXDOO\�� VXFK� EXVLQHVVHV� DUH� IXOO\� WDNHQ
RYHU� E\� PDQDJHUV�� EHFRPLQJ� HQWLUHO\� 
UXQ� E\� SHRSOH
� UDWKHU� WKDQ� E\� WKH� VSRQVRULQJ
JRYHUQPHQWV��3DUWO\�LPSUHVVHG�E\�WKH�DFKLHYHPHQWV�RI�VXFK�LQGHSHQGHQW�DQG�VHPL�SULYDWH
HQWHUSULVHV�DQG�SDUWO\�SXVKHG�E\�WKH�HIIRUWV�WR�GRZQVL]H�JRYHUQPHQW�ERGLHV��WKH�SRSXODULW\
RI�[LDKDL�KDV�JHQHUDOO\�LQFUHDVHG�VLQFH�WKH�PLG�����V��0RUHRYHU��DQ�LQFUHDVLQJ�QXPEHU�RI
JRYHUQPHQW�RIILFLDOV�GLUHFWO\� MRLQ� WKH�SULYDWH� VHFWRU� DIWHU� TXLWWLQJ� WKHLU� JRYHUQPHQW� MREV�
$FFRUGLQJ�WR�D�VXUYH\�FRQGXFWHG�DURXQG�������DERXW����SHU�FHQW�RI�WKH�RIILFLDOV�VXUYH\HG
ZHUH�WKLQNLQJ�DERXW�
OHDSLQJ
�LQWR�WKH�EXVLQHVV�FRPPXQLW\��&KHQ���������$QRWKHU�VXUYH\�RI
ORFDO�JRYHUQPHQW�RIILFLDOV�FRQGXFWHG�LQ������LQGLFDWHG�WKDW�QHDU����SHU�FHQW�ZHUH�SODQQLQJ
WR�OHDS
�LQWR�WKH�EXVLQHVV�FRPPXQLW\��RI�ZKLFK����SHU�FHQW�ZHUH�ORRNLQJ�IRU�MRLQW�YHQWXUH
HQWHUSULVHV�����SHU�FHQW� IRU�SULYDWH�HQWHUSULVHV�� DQG����SHU�FHQW� IRU� VWDWH� HQWHUSULVHV�ZLWK
VXFFHVVIXO� UHIRUP� �$OPDQDF� RI� &KLQD
V� (FRQRP\� ������ ��������� $FFRUGLQJ� WR� 7DEOH� ����
[LDKDL�JRYHUQPHQW�RIILFLDOV�PDGH�XS�DERXW�RQH�ILIWK�RI� WKH�KHDG�RI�SULYDWH�HQWHUSULVHV� LQ
�����DQG�RYHU�RQH�IRXUWK�LQ������

6LPLODU� WR� WKH� HFRQRPLFV� RI� SDWURQ�FOLHQW� WLH� EHWZHHQ� SULYDWH� HQWUHSUHQHXUV� DQG� ORFDO
JRYHUQPHQW�DJHQFLHV�DQG�RIILFLDOV��[LDKDL�LV�DOVR�PXWXDOO\�EHQHILFLDO��,Q�WKH�SULYDWH�VHFWRU
WKHUH�KDV�EHHQ�D�KLJK�GHPDQG�IRU�WKRVH�RIILFLDOV��QRW�RQO\�IRU�WKHLU�JHQHUDO�NQRZOHGJH�DQG
PDQDJHPHQW�H[SHULHQFH��EXW�PRUH�LPSRUWDQWO\�IRU�WKHLU�VNLOOV�LQ�GHDOLQJ�ZLWK�JRYHUQPHQW
UHJXODWLRQV� DQG� IRU� WKHLU� FRQQHFWLRQ� WR� RIILFLDOV�� )RU� WKHVH� IRUPHU� EXUHDXFUDWV�� MRLQLQJ� D
SULYDWH�ILUP�RU�VHWWLQJ�XS�WKHLU�RZQ�SULYDWH�HQWHUSULVHV�EULQJ�WKHP�PXFK�KLJKHU�HFRQRPLF
EHQHILWV� DQG� SHUVRQDO� IUHHGRP�� GHVSLWH� WKH� EXVLQHVV� ULVNV�� )RU� WKH� JRYHUQPHQWV�� [LDKDL
RIILFLDOV�KHOS�WKHP�WR�REWDLQ�PRUH�DFFXUDWH�LQIRUPDWLRQ�IURP�WKH�SULYDWH�VHFWRU��SDUWLFXODUO\
WKH� SURSHU� IHHGEDFN� RYHU� JRYHUQPHQW� UHJXODWLRQV� DQG� PRQLWRULQJ� SUDFWLFHV�� ,Q� DGGLWLRQ
WKHLU�DFWLYLWLHV�JHQHUDWH�UHYHQXH�DQG�HPSOR\PHQW�DW�WKH�ORFDO�OHYHO�

)RU� DQ\� VRFLDO� LQVWLWXWLRQDO� DUUDQJHPHQW�� EHQHILWV� DUH� DOZD\V� DFFRPSDQLHG� E\� FRVWV�� 7KH
QHJDWLYH�LPSDFW�RI�[LDKDL�DQG�WKH�SDWURQ�FOLHQW�WLH�LV�WKDW�WKHVH�WZR�DUUDQJHPHQWV�FUHDWH�DQ
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HQYLURQPHQW� LQ� ZKLFK� WKH� JRYHUQPHQW� DQG� WKH� EXVLQHVV� DUH� QRW� VHSDUDWHG�� $V� D� UHVXOW�
JRYHUQPHQW�EXVLQHVV� FROOXVLRQ�PD\� EH� SRSXODU� DQG� FRUUXSWLRQ�PD\� SUHYDLO�� 7KH� FULWLFDO
FRQFHUQ� LV� ZKHWKHU� WKH� EHQHILWV� DUH� VLJQLILFDQWO\� JUHDWHU� WKDQ� WKH� FRVWV� DQG� ZKHWKHU� WKH
LQGXFHG�FRUUXSWLRQ�LV�LQ�FKHFN�

/L� ������� ������ SUHVHQW� D� VWURQJ� DUJXPHQW� LQ� WKLV� UHVSHFW�� VXJJHVWLQJ� WKDW� WKH� ERWK
DUUDQJHPHQWV� KDYH� KDG� D� IXQGDPHQWDOO\� SRVLWLYH� QHW� LPSDFW� RQ� &KLQD
V� WUDQVLWLRQ�
3DUWLFXODUO\�[LDKDL�KDV�SXVKHG�IRU�G\QDPLF�FKDQJHV�LQ�WKH�&KLQHVH�EXUHDXFUDF\��)LUVW��WKH
SUHYDOHQFH� RI� [LDKDL� LQGXFHV� H[� DQWH� FKDQJHV� LQ� WKH� EHKDYLRXU� RI� EXUHDXFUDWV� EHIRUH
OHDYLQJ� WKH� JRYHUQPHQW� MREV�� 6LQFH� D� PRUH� SURVSHURXV� QRQ�VWDWH� VHFWRU� FUHDWHV� PRUH
RSSRUWXQLWLHV� IRU� WKH� LQFXPEHQW� RIILFLDOV� ZKHQ� OHDYLQJ� WKHLU� JRYHUQPHQW� MREV�� WKH
DWWUDFWLYHQHVV�RI�[LDKDL�PDNHV�EXUHDXFUDWV�PRUH� LQWHUHVWHG� LQ� ORFDO�HFRQRPLF�JURZWK�DQG
WKH�H[SDQVLRQ�RI�WKH�QRQ�VWDWH�VHFWRU��LQFOXGLQJ�WKH�SULYDWH�VHFWRU��7KH�H[�DQWH�EHKDYLRXU�RI
EXUHDXFUDWV�LV�DOVR�DIIHFWHG�WKURXJK�D�UHSXWDWLRQDO�HIIHFW��,Q�RUGHU�WR�EH�DEOH�WR�ILQG�D�JRRG
SRVLWLRQ�LQ�WKH�ORFDO�EXVLQHVV�FRPPXQLW\�ZKHQ�LW�LV�QHFHVVDU\�WR�WDNH�WKH�DFWLRQ�RI�[LDKDL�
DQ� LQFXPEHQW� EXUHDXFUDW� PXVW� HVWDEOLVK� D� SUR�EXVLQHVV� DQG� SUR�UHIRUP� UHSXWDWLRQ�� $
UHQRZQHG�DQWL�UHIRUPLVW�EXUHDXFUDW�ZLOO�ILQG�WKDW�KH�LV�QRW�ZHOFRPHG�E\�WKH�ORFDO�EXVLQHVV
FRPPXQLW\�� ,Q� WKH� FRQWUDVW�� D� SUR�UHIRUPLVW� RIILFLDO� ZKR� KHOSV� WKH� ORFDO� EXVLQHVVHV� DQG
QXUWXUHV�SHUVRQDO�UDSSRUW�ZLWK�ORFDO�HQWUHSUHQHXUV�LV�DOZD\V�ZDUPO\�ZHOFRPHG�E\�WKH�ORFDO
EXVLQHVV�FRPPXQLW\�

6HFRQG�� [LDKDL� OHDGV� WR� FKDQJHV� LQ� H[� SRVW� EHKDYLRXU� RI� WKH� EXUHDXFUDWV� ZKR� OHDYH� WKH
JRYHUQPHQW�MREV��:KHQ�MRLQLQJ�WKH�QRQ�VWDWH�VHFWRU��WKH�IRUPHU�EXUHDXFUDWV�QRZ�ILQG�WKDW
PDQ\�RI�WKH�EXUHDXFUDWLF�UHJXODWLRQV�ZKLFK�WKH\�LQWHQGHG�WR�PDLQWDLQ�EHIRUH�DUH�REVWDFOHV
WR� WKHLU� EXVLQHVV� GHYHORSPHQW�� 7KH\� KDYH� WKH� LQFHQWLYH� DQG� DUH� LQ� WKH� SRVLWLRQ� WR� KHOS
EXVLQHVV� FRPPXQLW\� WR� JHW� DURXQG� DQG� OREE\� IRU� UHIRUPLQJ� WKHVH� UHJXODWLRQV��7KDQNV� WR
WKHLU�EXUHDXFUDWLF�NQRZOHGJH�DQG�VNLOOV��WKH\�DUH�WKH�PRUH�HIIHFWLYH�OREE\LVWV�IRU�UHGXFWLRQ
RI�WKHVH�UHJXODWLRQV�WKDQ�DUH�RXWVLGHUV�

��� 7KH�UHPDLQLQJ�FRQVWUDLQWV�WR�SULYDWH�VHFWRU�GHYHORSPHQW

7KHUH�DUH�WKUHH�PDMRU�FRQVWUDLQWV�WR�WKH�IXWXUH�GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU��7KH\�DUH�
WKH� UHPDLQLQJ� SROLF\� DQG� PRUDO� GLVFULPLQDWLRQ� DJDLQVW� SULYDWH� HQWHUSULVHV�� WKH� ODVWLQJ
WHQVLRQ� EHWZHHQ� ZRUNHUV� DQG� PDQDJHUV�� DQG� WKH� SUREOHPV� OLQNHG� WR� WKH� FODVVLF
GHYHORSPHQW�SURFHVV��ZKLFK�DUH�LQ�SDUW�VLPLODU�WR�WKRVH�DOUHDG\�GLVFXVVHG�LQ�6HFWLRQ�����

����� 5HPDLQLQJ�SROLF\�DQG�PRUDO�GLVFULPLQDWLRQ

3ULYDWH� HQWHUSULVHV� LQ�JHQHUDO� DQG� VPDOO� RQHV� LQ�SDUWLFXODU� KDYH� JUHDW� GLIILFXOWLHV� LQ� VXFK
DUHDV� DV� REWDLQLQJ� EDQN� FUHGLW�� UHQWLQJ� ODQG�� DQG� SXUFKDVLQJ� NH\� LQSXWV� DQG� PDWHULDOV�
$OWKRXJK� QRPLQDO� WD[� UDWHV� EHFDPH� VDPH� DV� WKRVH� LQ� RWKHU� RZQHUVKLS� FDWHJRULHV� YHU\
UHFHQWO\��PDQ\� DGPLQLVWUDWLRQ� IHHV�� DSSRUWLRQHG� FKDUJHV�� DQG� DUELWUDU\� ILQHV� LPSRVHG� E\
ORFDO� JRYHUQPHQW� ERGLHV� KDYH� SHUVLVWHG� LQ� YDU\LQJ� IRUPV� DFURVV� WLPHV�� ,Q� WKH� FDVH� WKDW
SULYDWH�HQWHUSULVHV�REWDLQ�TXRWDV�IRU�NH\�LQSXWV�OLNH�SRZHU��WKH\�KDYH�WR�SD\�PXFK�KLJKHU
SULFHV��)RU�H[DPSOH��LQ�WKH�FLW\�RI�;LVKDQ�FLW\�LQ�-LDQJVX�SURYLQFH��WKH�SULFH�RI�SRZHU�SDLG
E\�SULYDWH�HQWHUSULVHV�ZHUH�DERXW�WKUHH�WLPH�WKDW�SDLG�E\�QRQ�SULYDWH�ILUPV�LQ�������;XH�
������
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7KH�SHUVLVWHQFH�RI�WKHVH�SROLF\�GLVFULPLQDWLRQV�FDQQRW�EH�IXOO\�H[SODLQHG�E\�VXFK�IDFWRUV�DV
ORQJ�H[LVWLQJ�VRFLDOLVW�LGHRORJ\�DQG�WKH�SRVVLELOLW\�WKDW�ORFDO�JRYHUQPHQW�RUJDQV�WDNH�WKHLU
EXUHDXFUDWLF� DGYDQWDJHV� WR� LQFUHDVH� WKHLU� RZQ� LQWHUHVWV�� ,QIRUPDWLRQ� DV\PPHWU\� EHWZHHQ
VPDOO� SULYDWH� HQWHUSULVHV� DQG� JRYHUQPHQW�PRQLWRULQJ�RUJDQV� KDV� EHHQ�PRVW� VHYHUH��$V� D
FRQVHTXHQFH��PDQ\�SULYDWH� HQWHUSULVHV�KDYH� HQJDJHG� LQ�RSSRUWXQLVWLF�EHKDYLRXU� WR�PDNH
SURILWV�ZLWK� OLWWOH�FRQVLGHUDWLRQ�RI� WKH�JRYHUQPHQW� UHJXODWLRQV�DQG�PRQLWRULQJ�RU�FDUH� IRU
WKH�EDVLF�ULJKWV�DQG�ZRUNLQJ�FRQGLWLRQV�RI�HPSOR\HHV��7KHVH�RSSRUWXQLVWLF�EHKDYLRXUV�KDYH
GDPDJHG� WKH� UHSXWDWLRQ� RI� WKH� JHQHUDO� SULYDWH� VHFWRU� DQG� EURXJKW� D� VXEVWDQWLDO� SXEOLF
GLVWUXVW� RI� WKH� SULYDWH� VHFWRU�� 7R� D� JUHDW� H[WHQW�� LW� LV� WKRVH� RSSRUWXQLVWLF� EHKDYLRXUV� WKDW
KDYH�HQKDQFHG�WKH�SXEOLF
V�PRUDO�GLVFULPLQDWLRQ�DJDLQVW�SULYDWH�HQWHUSULVHV�

����� 7HQVLRQ�EHWZHHQ�ZRUNHUV�DQG�PDQDJHPHQW

$� KLJK� WHQVLRQ� KDV� H[LVWHG� EHWZHHQ� ZRUNHUV� DQG� PDQDJHUV� LQ� PRVW� SULYDWH� HQWHUSULVHV�
$OWKRXJK� VRPH� SULYDWH� ILUPV� DUH� UHSRUWHG� E\� PHGLD� WR� KDYH� LJQRUHG� RU� HYHQ� VHULRXVO\
YLRODWHG� WKH�/DERXU�/DZ�RI�3HRSOH
V�5HSXEOLF�RI�&KLQD�� WKH�PDMRULW\�RI� WKHP�DUH�FOHDUO\
DZDUH�RI� WKHLU� GLVDGYDQWDJH� LQ� WKH� ILHOG�RI�ZRUNHU�PDQDJHPHQW� UHODWLRQV� DQG� KDYH� WDNHQ
FHUWDLQ� FRPSHQVDWRU\� PHDVXUHV�� 7KH� PRVW� H[SOLFLW� PHDVXUH� LV� WKDW� SULYDWH� HQWHUSULVHV
XVXDOO\� SD\� D�PXFK� KLJKHU� ZDJH� WR� WKHLU� HPSOR\HHV� DV� FRPSDUHG�ZLWK� RWKHU� RZQHUVKLS
IRUPV�LQ�WKH�VDPH�FLW\�RU�FRPPXQLW\��+RZHYHU��VXFK�PHDVXUHV�KDYH�IDLOHG�WR�UHPRYH�WKH
OR\DOW\� JDS� EHWZHHQ� SULYDWH� HQWHUSULVHV� DQG� 79(V�� DV� UHYHDOHG� E\� D� UHFHQW� UHVHDUFK
�%RZOHV�DQG�'RQJ��������

,Q� WKH� VXUYH\� FRQGXFWHG� E\� %RZOHV� DQG� 'RQJ� LQ� 6KDQJ]KL� &RXQW\� RI� +HLORQJMLDQJ
3URYLQFH�LQ�������WKH�DYHUDJH�ZDJH�LQ�SULYDWH�HQWHUSULVHV�LV����SHU�FHQW�KLJKHU�WKDQ�WKDW�LQ
WRZQVKLS�HQWHUSULVHV�DQG����SHU�FHQW�KLJKHU�WKDQ�WKDW�LQ�YLOODJH�HQWHUSULVHV��:LWK�WKLV�ZDJH
GLIIHUHQFH�� WKH� SURSRUWLRQ� RI� ZRUNHUV� ZKR� ZRXOG� DFFHSW� D� ��� SHU� FHQW� SD\� FXW� WR� KHOS
KLV�KHU�HQWHUSULVH�ZDV������SHU�FHQW�KLJKHU� LQ�D�FRPPXQLW\�FROOHFWLYHO\�RZQHG�HQWHUSULVH
WKDQ� LQ� D� SULYDWH� ILUP�� ,Q� WKH� UHVSRQVH� WR� WKH� TXHVWLRQ�ZK\� 79(�PDQDJHUV� UHPDLQ�ZLWK
79(�UDWKHU�WKDQ�PRYH�WR�KLJKHU�SD\LQJ�SULYDWH�HQWHUSULVHV��
ZRUNIRUFH�LV�PRUH�VXSSRUWLYH

LV�RQH�RI� LPSRUWDQW� UHDVRQ��7KLV� ILQGLQJ�VXJJHVWV� WKDW� WKHUH� LV� D�PXFK�KLJKHU� FRVW� RI� WKH
PDQDJHU�ZRUNHU� DJHQF\�SUREOHP� LQ� WKH�SULYDWH� VHFWRU� WKDQ� LQ� QRQ�SULYDWH� VHFWRUV��:KLOH
WKH�TXHVWLRQ�RI�KRZ�WR�VROYH�WKH�RZQHU�PDQDJHU�DJHQF\�SUREOHP�UHPDLQV�RQH�RI�WKH�PDMRU
FKDOOHQJHV� WR� WKH� UHVWUXFWXUHG�79(V� DQG�62(V� LQ� WKH� IXWXUH� �&KDSWHUV� �� DQG� ���� KRZ� WR
UHVROYH� WKH� PDQDJHU�ZRUNHU� DJHQF\� SUREOHP� ZLOO� EH� D� WRS� FKDOOHQJH� WR� WKH� IXUWKHU
GHYHORSPHQW�RI�SULYDWH�HQWHUSULVHV�LQ�&KLQD�

����� &ODVVLFDO�GHYHORSPHQW�SUREOHPV

,Q�DGGLWLRQ�WR� WKH�JHQHUDO�GHYHORSPHQW�SUREOHPV�IDFHG�E\�DOO�HQWHUSULVHV� LQ�D�GHYHORSLQJ
DQG�WUDQVLWLRQ�HFRQRP\�OLNH�&KLQD��WKH�IROORZLQJ�WZR�PD\�EH�PRUH�UHOHYDQW�WR�WKH�SULYDWH
VHFWRUV�LQ�&KLQD�

)LUVW�� DV� LQ� WKH� FDVH� RI� 79(V�� HQWHUSULVH� PDQDJHPHQW� LV� VWLOO� SULPDU\� UDWKHU� WKDQ
SURIHVVLRQDO�DQG�SURILFLHQW��(YHQ�LQ�WKH�PRVW�GHYHORSHG�DUHDV�OLNH�6RXWK�-LDQJVX��DYDLODEOH
VXUYH\� GDWD� LQGLFDWH� WKDW� PRVW� RI� RZQHUV�PDQDJHUV� RI� SULYDWH� HQWHUSULVHV� VWURQJO\� XUJH
ORFDO� JRYHUQPHQW� WR� RUJDQL]H� WUDLQLQJ� DQG� VHUYLFHV� IRU� WKHP� LQ� WKH� DUHDV� RI� GLUHFWLYH
LQGXVWULDO�SROLFLHV�� LQYHVWPHQW�ULVN�DQG�VHFXULW\��PDQDJHPHQW�DFFRXQWLQJ�� UHJXODWLRQV�DQG
ODZV�� WHFKQRORJLFDO� FRQVXOWLQJ�� VRFLDO� LQVXUDQFH�� VDIHW\� SUHFDXWLRQV�� TXDOLW\� FRQWURO�� HWF�
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�;XH���������+RZHYHU��ERWK�WUDLQLQJ�DQG�VHUYLFH�SURIHVVLRQDOV�LQ�WKHVH�DUHDV�DUH�DQG�ZLOO
FRQWLQXH� WR� EH� VHYHUHO\� LQ� VKRUWDJH� LQ� WKH� QHDU� IXWXUH�� ,Q� WKH� FRPSHWLWLRQ� IRU� REWDLQLQJ
DFFHVV�WR�WKHP��WKH�SULYDWH�VHFWRU�VHHPV�WR�FRQWLQXRXVO\�EH�DW�D�GLVDGYDQWDJH�DQG�LQ�WKH�ODVW
SRVLWLRQ�LQ�WKH�SULRULW\�OLVW�RI�ORFDO�JRYHUQPHQWV�

6HFRQG�� LQ� FRPSDULVRQ�ZLWK�RWKHU�RZQHUVKLS� IRUPV�� WKH�SULYDWH� VHFWRU� KDV� VKRZQ� D� KLJK
DGYDQWDJH�LQ�WKH�VHUYLFH�LQGXVWU\��+RZHYHU��WKH�GHYHORSPHQW�RI�WKH�VHUYLFH�VHFWRU�KDV�EHHQ
VHYHUHO\� FRQVWUDLQHG� E\� WKH� ODJJHG� XUEDQL]DWLRQ� LQ� WKH� SURFHVV� RI� UDSLG� UXUDO
LQGXVWULDOL]DWLRQ�� $V� D� FRQVHTXHQFH�� WKH� PDMRULW\� RI� SULYDWH� HQWHUSULVHV� KDYH� WR� FURZG
WKHPVHOYHV�LQWR�WKH�JHQHUDO�LQGXVWULDO�VHFWRU��LQ�ZKLFK�WKH\�KDYH�QR�DGYDQWDJH�

7KHVH� WZR�SRLQWV� LQGLFDWH� WKDW� ERWK� KXPDQ� FDSLWDO� GHYHORSPHQW� DQG� SURSHU� XUEDQL]DWLRQ
ZLOO�JUHDWO\�SURPRWH�GHYHORSPHQW�RI�WKH�SULYDWH�VHFWRU�LQ�&KLQD�
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,03/,&$7,216�72�60(�'(9(/230(17�,1�5866,$�$1'�27+(5
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5REHUW�-��0F,QW\UH�DQG�/DL[LDQJ�6XQ

��� ,QWURGXFWLRQ

7UDQVLWLRQ� IURP� D� FHQWUDOO\� SODQQHG� WR� D�PDUNHW� HFRQRP\� LV� RQH� RI� WKH�PRVW� VLJQLILFDQW
HFRQRPLF�DQG�VRFLDO�HYHQWV� LQ� WKH� WZHQWLHWK�FHQWXU\��7ZR�ELJ� VXUSULVHV�KDSSHQHG�GXULQJ
WKH� WUDQVLWLRQ�� 7KH� ILUVW� ZDV� WKH� VKDUS� LQLWLDO� GHFOLQH� LQ� RXWSXW� LQ� PRVW� FRXQWULHV� RI� WKH
IRUPHU�6RYLHW�8QLRQ��)68��DQG�(DVWHUQ�(XURSH��7KH�VHFRQG�RQH�ZDV�&KLQD
V�RXWVWDQGLQJ
DFKLHYHPHQW�RQ�LWV�GLIIHUHQW�SDWK�RI�WUDQVLWLRQ�DQG�HFRQRPLF�GHYHORSPHQW��%\�PDLQWDLQLQJ
QHDUO\����SHU�FHQW�DYHUDJH�JURZWK�UDWH�IRU�WZR�GHFDGHV�GXULQJ�ZKLFK�LW�PDGH�WKH�VXFFHVVIXO
WUDQVLWLRQ� IURP� D� FHQWUDOO\� SODQQHG� WR� DQ� HPHUJLQJ� PDUNHW� HFRQRP\�� &KLQD� JUHZ
GUDPDWLFDOO\��%\������HQG�LW�SURGXFHG�PRUH�WKDQ�RQH�KDOI�RI�WKH�WRWDO�*'3�SURGXFHG�E\�DOO
WUDQVLWLRQ� HFRQRPLHV� LQ� ������&KLQD
V�*'3� VWUXFWXUH� KDV� QRZ� EHFRPH� VLPLODU� WR� WKDW� RI
3RODQG�DQG�WKH�6RYLHW�8QLRQ�LQ�WKH�����V��ZLWK�WKH�DJULFXOWXUDO�VKDUH�RI�*'3�EHLQJ����SHU
FHQW� LQ� ����� �4LDQ�� ��������� ,Q� WKH� \HDUV� WR� FRPH��&KLQD� DQG� WKH� WUDQVLWLRQ� FRXQWULHV� RI
IRUPHU� 6RYLHW� 8QLRQ� DQG� (DVWHUQ� (XURSH� ZLOO� IDFH� VLPLODU� GHYHORSPHQW� FKDOOHQJHV�� LQ
DGGLWLRQ�WR�WKH�RQHV�OLQNHG�ZLWK�WKH�RQJRLQJ�WUDQVLWLRQ�

:KLOH� LW� LV� ZLGHO\� DFNQRZOHGJHG� WKDW� 5XVVLD� DQG� RWKHU� (DVWHUQ� (XURSHDQ� WUDQVLWLRQ
HFRQRPLHV�DUH�XQOLNHO\�WR�IROORZ�WKH�JHQHUDO�SURFHVV�DQG�VHTXHQFLQJ�RI�&KLQD
V�WUDQVLWLRQ�
WKHVH�QRYHO�ZD\V�RI�SURYLGLQJ�SRVLWLYH�LQFHQWLYHV��LQWURGXFLQJ�KDUG�EXGJHW�FRQVWUDLQWV�DQG
SURPRWLQJ� FRPSHWLWLRQ� KDYH� DWWUDFWHG� LPSUHVVLYHO\� LQFUHDVLQJ� DWWHQWLRQ� �4LDQ�� �����
6WLJOLW]�� ������ ������� ,Q�&KLQD�� SRVLWLYH� LQFHQWLYHV�ZHUH� SURYLGHG� QRW� RQO\� WR� HQWHUSULVH
PDQDJHPHQW� DQG� ZRUNHUV� EXW�PRUH� LPSRUWDQWO\� WR� ORFDO� JRYHUQPHQWV�� &RPSHWLWLRQ� ZDV
FUHDWHG� QRW� RQO\� DPRQJ� ILUPV� ZLWK� YDULRXV� RZQHUVKLS� IRUPV� EXW� DOVR� DPRQJ� ORFDO
JRYHUQPHQWV� DW� SURYLQFLDO�� SUHIHFWXUDO�� FLW\�� FRXQW\�� WRZQVKLS� DQG� YLOODJH� OHYHO�� 3RVLWLYH
LQFHQWLYHV�DQG�KDUG�EXGJHW�FRQVWUDLQWV�IRU�ORFDO�JRYHUQPHQWV�ZHUH�SURYLGHG�RU�LQGXFHG�E\
WKH� FRPELQDWLRQ� RI� ILVFDO� FRQWUDFWLQJ� XQGHU� UHJLRQDO� GHFHQWUDOL]DWLRQ�� ORFDO� JRYHUQPHQW
RZQHUVKLS�� DQG� LQFUHDVLQJ�PRQHWDU\� FHQWUDOL]DWLRQ�� &RPSHWLWLRQ�ZDV� EURXJKW� LQ� WKURXJK
WKH� HQWU\� DQG� H[SDQVLRQ� RI� QRQ�VWDWH� HQWHUSULVHV�� PDLQO\� WRZQVKLS�� DQG� YLOODJH�UXQ
HQWHUSULVHV��$IWHU�WKH�ILUVW�ILIWHHQ�\HDUV�RI�SUDJPDWLF�UHIRUP�ZLWK�WKH�HPSKDVLV�RQ�SRVLWLYH
LQFHQWLYH��KDUGHQLQJ�EXGJHW�FRQVWUDLQWV�DQG�LQFUHDVLQJ�FRPSHWLWLRQ��&KLQD�VHW�D�FOHDU�JRDO
GXULQJ� WKH� ����� WR� ����� SHULRG� RI� HVWDEOLVKLQJ� D� UXOH�EDVHG� PDUNHW� HFRQRP\� ZKLFK
LQFRUSRUDWHV� LQWHUQDWLRQDOO\� UHFRJQL]HG�EHVW�SUDFWLFH� LQVWLWXWLRQV��%HFDXVH� WKHVH�TXHVWLRQV
RI�KRZ�WR�SXW�LQ�SODFH�SRVLWLYH�LQFHQWLYHV�DQG�KDUG�EXGJHW�FRQVWUDLQWV�IRU�HQWHUSULVHV�DQG

������������������������������������������������
���3HRSOH
V�'DLO\�����)HEUXDU\������
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ORFDO�JRYHUQPHQWV��DQG�KRZ�WR�LQWURGXFH�DQG�SURPRWH�FRPSHWLWLRQ��DUH�VWLOO�ODUJHO\�RSHQ�LQ
5XVVLD� DQG� RWKHU� (DVWHUQ� (XURSHDQ� WUDQVLWLRQ� HFRQRPLHV�� &KLQD
V� H[SHULHQFH� LQ� WKHVH
UHVSHFWV�LV�UHOHYDQW�DQG�EURDGO\�LQVWUXFWLYH�

,Q� WKH� VSHFLILF� DUHDV� VXFK� DV� WKH� HPHUJHQFH� DQG� HYROXWLRQ� RI� 60(V� ZLWK� GLYHUVLILHG
RZQHUVKLS� IRUPV�� &KLQD
V� H[SHULHQFH� PD\� EH� HYHQ� PRUH� GLUHFWO\� DSSOLFDEOH�� 7KH
HPHUJHQFH�DQG�HYROXWLRQ�RI�60(V�LQ�JHQHUDO�DQG�SULYDWH�DQG�FRPPXQLW\�EDVHG�60(V�LQ
SDUWLFXODU� KDYH� EHHQ�PDLQO\� SXVKHG� E\� WKH� VXUYLYDO� XUJHV� DQG� LQLWLDWLYHV� RI� LQGLYLGXDOV�
KRXVHKROGV��FRPPXQLW\�DQG�JUDVV�URRW�LQVWLWXWLRQV��DQG�ORFDO�JRYHUQPHQWV�DW�ORZHU�OHYHOV�
6XFK�VXUYLYDO�XUJHV�DQG�JUDVV�URRW�LQLWLDWLYHV�H[LVWHG�DQG�ZRUNHG�VSRQWDQHRXVO\�HYHQ�LQ�D
YHU\�KRVWLOH�HQYLURQPHQW�OLNH�RQH�LQ�:HQ]KRX�SURYLQFH�LQ�WKH�HDUO\�����V��6HFWLRQ�������,Q
IDFW��GXULQJ�WKH�WUDQVLWLRQ�LQ�5XVVLD�DQG�RWKHU�IRUPHU�6RYLHW�8QLRQ�FRXQWULHV�IURP������WR
����� WKH�VR�FDOOHG�KLGGHQ�HFRQRP\�VKRZHG�D�KLJKHVW�JURZWK�UDWH�DV�ZHOO�� ,Q� WKH�FDVH�RI
5XVVLD��WKH�KLGGHQ�HFRQRP\�ZDV�HVWLPDWHG�WR�EH�HTXDO�WR�DERXW����SHU�FHQW�RI�RIILFLDO�*'3
LQ� ������ 6L[� \HDUV� ODWHU�� WKH� FRUUHVSRQGLQJ� VKDUH� ZDV� SXW� E\� GLIIHUHQW� HVWLPDWLRQ
DSSURDFKHV�DW�������SHU�FHQW��$W�WKH�VDPH�WLPH��VRPH�RI�WKH�KLGGHQ�EXVLQHVVHV�KDYH�JURZQ
RXW� RI� KLGLQJ� �-RKQVRQ� HW� DO��� ������ /DFNy�� ������� ,I� WKH� VRFLHW\� DQG� JRYHUQPHQWV� FDQ
SURYLGH�DQ�LQFUHDVLQJO\�IULHQGO\�HQYLURQPHQW�IRU�WKH�KLGGHQ�EXVLQHVVHV��DV�GLG�WKH�&KLQHVH�
3ROLVK��DQG�&]HFK�JRYHUQPHQWV���WKH�KLGGHQ�HFRQRP\�ZLOO�FHUWDLQO\�JURZ�LQWR�D�IRUPDO�RQH
DQG�EHFRPH�DQ�LPSRUWDQW�HQJLQH�RI�HFRQRPLF�JURZWK�

,Q�WKLV�FORVLQJ�FKDSWHU��ZH�ILUVW�VXJJHVW�ILYH�OHVVRQV�IRU�SURPRWLQJ�60(V�LQ�WKH�WUDQVLWLRQ
HFRQRPLHV�

����7KH�:HQ]KRX�PRGHO� LV� KLJKO\� LQVWUXFWLYH�� VXJJHVWLQJ�ZD\V� LQ�ZKLFK� D� ODUJH� KLGGHQ
HFRQRP\� FDQ� JURZ� RXW� RI� KLGLQJ�� DQG� LQ� ZKLFK� WKH� XUJH� IRU� VXUYLYDO�� LQQRYDWLYH
LQLWLDWLYHV�RI�LQGLYLGXDOV��KRXVHKROGV��FRPPXQLWLHV��DQG�ORFDO�JRYHUQPHQWV�DUH�WKH�NH\
IRU�VXFFHVV�

����7KHUH�DUH� WZR�NH\�YHKLFOHV� IRU� LQIRUPDO�60(V� WR�JURZ�RXW�RI�KLGLQJ�DQG� IRU�JHQHUDO
60(� GHYHORSPHQW�� SURWHFWLRQ� DQG� VXSSRUW� E\� ORFDO� JRYHUQPHQW�� DQG� YROXQWDU\� FR�
RSHUDWLRQ� RI� LQGLYLGXDOV� DQG� KRXVHKROGV� LQ� WKH� IRUP� RI� MRLQW�VWRFN� FR�RSHUDWLYHV� RU
MRLQW�VWRFN�SDUWQHUVKLSV�

����3URSHU�WUDQVIRUPDWLRQ�RI�WKH�UROH�RI�JRYHUQPHQWV�LQ�JHQHUDO�DQG�ORFDO�JRYHUQPHQWV�LQ
SDUWLFXODU� DUH� FULWLFDO� IRU� 60(� GHYHORSPHQW�� 7ZR� NH\� YHKLFOHV� FDQ� EH� LGHQWLILHG� IRU
SURYLGLQJ� ORFDO� JRYHUQPHQW� LWVHOI� ZLWK� WKH� LQFHQWLYH� WR� UHIRUP�� FUHDWLQJ� LQWHU�
MXULVGLFWLRQDO� FRPSHWLWLRQ�� DQG� FKDQJLQJ� WKH� LQFHQWLYH� VWUXFWXUH� RI� ORFDO� JRYHUQPHQW
WKURXJK�FUHGLEOH�UHYHQXH�VKDULQJ�DQG�VXEVLG\�UHGXFWLRQ�FRQWUDFWV�EHWZHHQ�VXSHUYLVRU\
DQG�VXERUGLQDWH�OHYHOV�RI�JRYHUQPHQWV�

����$OWKRXJK�WKH�FODVVLFDO�SHULRG�FRUH�79(�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS�LV�EHLQJ
WUDQVIRUPHG�LQ�&KLQD��LW�PD\�ZHOO�EH�D�SODXVLEOH�
QH[W�VWHS�PRGHO
�IRU�PDQ\�RI�WKH�RWKHU
WUDQVLWLRQ� FRXQWULHV� ZKHUH� ORFDO� JRYHUQPHQW� RZQHUVKLS� KDV� HPHUJHG�� $� EXLOG� XS� RI
DFWLYLW\�DQG�H[SHULHQFH�XQGHU�79(�OLNH�IRUPV�PD\�EH�GHVLUDEOH�LQ�WKHVH�FDVHV��EHIRUH
FRQVLGHULQJ�DQRWKHU�URXQG�RI�RZQHUVKLS�UHVWUXFWXULQJ�

����7KH� RZQHUVKLS� DUUDQJHPHQW� RI� WKH� MRLQW�VWRFN� FR�RSHUDWLYHV� PD\� KDYH� FRVW�EHQHILW
DGYDQWDJHV� LQ� RWKHU� WUDQVLWLRQ� HFRQRPLHV� DV� ZHOO�� 7KH� MRLQW�VWRFN� IRUP� FUHDWHV
HFRQRPLHV�RI�VFDOHV�LQ�WHUPV�RI�FDSLWDO��SURGXFWLRQ�DQG�PDUNHWLQJ�IRU�WKH�ILUP��7KH�FR�
RSHUDWLYH� VWUXFWXUH� ZLOO� EULQJ� PRUH� UHOLDEOH� EXVLQHVV� SDUWQHUV� DQG� D� VHW� RI� H[WHQGHG
VRFLDO�DQG�HFRQRPLF� FRQQHFWLRQV� WR� WKH� VPDOO� ILUP�� WKXV� LQFUHDVLQJ�EXVLQHVV� VHFXULW\�
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7KH� HQODUJHG� EXVLQHVV� VFDOH� DQG� VRFLDO�HFRQRPLF� QHWZRUN� FDQ� EULQJ� PXFK�QHHGHG
LQVWLWXWLRQDO�DQG�VRFLDO�WUXVW�WR�WKH�ILUP�DV�ZHOO�

7KHQ�� ZH� ZLOO� GLVFXVV� WKH� LVVXHV� FRQQHFWHG� WR� WKH� HPHUJHQFH� RI� ORFDO� JRYHUQPHQW
RZQHUVKLS� LQ�5XVVLD�DQG�RWKHU�)68�FRXQWULHV�DQG� WKH�IHDVLELOLW\�RI� ORFDO� JRYHUQPHQWV�DV
PDUNHW� SUHVHUYHUV� LQ� WKHVH� FRXQWULHV�� :H� ZLOO� DOVR� XQFRYHU� VRPH� RI� WKH� LGHRORJLFDO�
SV\FKRORJLFDO�� DQG� KLVWRULFDO� REVWDFOHV� H[LVWLQJ� LQ� WKH� )68� ZKLFK� LQKLELW� WKHP� IURP
GUDZLQJ� LQVWLWXWLRQDO� FRQVWUXFWLRQ� OHVVRQV� IURP� WKH� &KLQHVH� H[SHULHQFH�� ,Q� IDFW�� WKHVH
SHUFHSWXDO� REVWDFOHV� H[LVW� DV� ZHOO� DPRQJ� WKH� FLUFOH� RI� ZHVWHUQ� HFRQRPLVW�DGYLVRUV�� $Q
H[FHOOHQW� LOOXVWUDWLRQ� RI� WKH� ODWHU� LV� SUHVHQWHG� LQ�4LDQ� �������ZKR� VKRZV� WKDW� WKH�:RUOG
%DQN�:RUOG� 'HYHORSPHQW� 5HSRUW� ������ )URP� 3ODQ� WR� 0DUNHW� ZDV� IRUFHG� WR� LQWHUSUHW
&KLQD
V� H[SHULHQFHV�PDLQO\� LQ� ER[HV� UDWKHU� WKDQ� LQ� WKH� WH[W� LWVHOI� EHFDXVH� &KLQD� VLPSO\
GRHV�QRW�ILW�WKH�JHQHUDO�IUDPHZRUN�RI�WKH�UHSRUW�

��� )LYH�OHVVRQV�IRU�SURPRWLQJ�60(V�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV

����� 7KH�KLGGHQ�HFRQRP\�FDQ�JURZ�RXW�RI�KLGLQJ

7KH�EDVLF�FRQGLWLRQ�IRU�ILUPV�LQ�WKH�KLGGHQ�HFRQRP\�WR�JHW�RXW�RI�RU�JURZ�RXW�RI�WKH�KLGGHQ
HFRQRP\�VHFWRU�LV�WKDW�WKHUH�DUH�DSSDUHQW�QHW�HFRQRPLF�EHQHILWV�ZKHQ�WKH\�MRLQ�WKH�IRUPDO
HFRQRP\�� +RZHYHU�� WKLV� EDVLF� FRQGLWLRQ� KDV� EHHQ� KDUGO\� PHW� LQ� 5XVVLD� DQG� RWKHU� )68
FRXQWULHV²RIWHQ�WKH�RSSRVLWH�LV�WUXH��7KRVH�JRYHUQPHQWV�DFW�LQ�DQ�XQSUHGLFWDEOH�ZD\�DQG
DUH�PDLQO\�LQWHUHVWHG�LQ�SXQLWLYH�H[WUDFWLRQ�RI�WD[HV�DQG�UHJLVWUDWLRQ�DQG�OLFHQVLQJ�FKDUJHV�
1XPHURXV�JRYHUQPHQW�GHSDUWPHQWV�DQG�FRQWUROOLQJ�DJHQFLHV�DFW�DV�WKH�
RIILFLDO�PDILD
�ZKR
EXLOG� XS� YDULRXV� EXUHDXFUDWLF� EDUULHUV� DQG� WKHQ� OLYH� RQ� WKHLU� UHQWV�� &RUUXSW� JRYHUQPHQW
RIILFLDOV� RIWHQ� FODLP� EULEHV� LQ� DGGLWLRQ� WR� WKHLU�PRQRSRO\� UHQWV�� ,W� LV� UHSRUWHG� WKDW� WKHVH

RIILFLDO�PDILD
�DUH�FDSDEOH�RI�GHVWUR\LQJ�DQ\�SURVSHURXV�ILUPV��/D\DUG�DQG�3DUNHU�������
2(&'�� ������ 5DGDHY�� ������� 7KHVH� JUDEELQJ� DFWLYLWLHV� PDNH� WKH� IRUPDO� HFRQRP\
XQDWWUDFWLYH� IRU� WKH�PDMRULW\� RI� 60(V�� SDUWLFXODUO\� VPDOO� DQG�PLFUR� HQWHUSULVHV�� ,QVWHDG�
WKH\�RSHUDWH� LQ� WKH�KLGGHQ�HFRQRP\�� UHVROYLQJ�EXVLQHVV�GLVSXWHV� WKURXJK�QHJRWLDWLRQV� RI
SULYDWH� VHFXULW\� DJHQFLHV�� 3URWHFWLRQ� E\� VXFK� VHFXULW\� DJHQFLHV� RU� 
PDILD
� EHFRPHV� D
UHODWLYHO\�FRVW�VDYLQJ�LQVWLWXWLRQDO�DUUDQJHPHQW��HYHQ�WKRXJK�WKLV�LV�VWLOO�YHU\�H[SHQVLYH�DQG
ODFNV�ORQJ�WHUP�FUHGLELOLW\�

7KLV� GLVDSSRLQWLQJ� WUHQG� FDQ� EH� UHYHUVHG� LI� D� SURSHU� LQFHQWLYH� VWUXFWXUH� IRU� ORFDO
JRYHUQPHQWV� FDQ� EH� LQVWDOOHG� DQG� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ� FDQ� EH� LQWURGXFHG�� DV
VXJJHVWHG� E\� &KLQD
V� H[SHULHQFH� LQ� JHQHUDO� DQG� WKH�:HQ]KRX�0RGHO� LQ� SDUWLFXODU�� 7KH
XQSUHGLFWDEOH�DQG�SXQLWLYH�H[WUDFWLYH�EHKDYLRXUV�RI�ORFDO�JRYHUQPHQWV�DUH�ODUJHO\�LQGXFHG
E\� WKH� VDPH�EHKDYLRXUV�FRQGXFWHG� IURP�DERYH�E\� WKH� UHJLRQDO� DQG� IHGHUDO� JRYHUQPHQWV�
/RFDO� JRYHUQPHQWV� DOZD\V� DUJXH� WKDW� JRYHUQPHQWV� DW� KLJKHU� OHYHOV� GHSULYH� WKHP� RI� DQ\
LQVWUXPHQWV� WR� LQFUHDVH� UHYHQXHV� DQG� WKXV� LPSURYH� WKHLU� DELOLW\� WR� GHOLYHU� VHUYLFHV
�)UHLQNPDQ�DQG�<RVVLIRY��������

7KH� VDPH� DUJXPHQW� ZDV� ORXGO\� H[SUHVVHG� DV� ZHOO� LQ� &KLQD� IRU� PDQ\� \HDUV� EHIRUH� WKH
LPSOHPHQWDWLRQ� RI� ILVFDO� UHVSRQVLELOLW\� FRQWUDFW� V\VWHP�� 7KH� DUWLILFLDOO\� FRPSOLFDWHG� WD[
FRGHV� DQG� UHJLVWUDWLRQ� DQG� OLFHQVLQJ� UHJXODWLRQV� SURYLGH� PDQ\� JUHDW� FKDQFHV� IRU� ORFDO
RIILFLDOV� WR� EXLOG� XS� WKHLU� UHQWV�� 7KHVH� FRPSOH[LWLHV� LQ� WKH� FRGHV� DQG� UHJXODWLRQV� FDQ� EH
VLPSOLILHG�E\�WKH�IHGHUDO�RU�UHJLRQDO�JRYHUQPHQWV�WKURXJK�WKH�OHJLVODWLYH�SURFHVVHV��7KH\
DOVR� FDQ� EH� VLPSOLILHG� RU� MXVW� VLPSO\� DYRLGHG� LQ� SUDFWLFH� LI� ORFDO� JRYHUQPHQWV� KDYH� DQ
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LQFHQWLYH�WR�SURPRWH�ORFDO�60(�JURZWK��&RUUXSWLRQ�FDQ�EH�NHSW�ZLWKLQ�UHDVRQDEOH�OLPLWV��LI
WD[� FRGHV� DQG� RWKHU� UHJXODWLRQV� DUH� HVVHQWLDOO\� VLPSOLILHG� DQG� EHFRPH� WUDQVSDUHQW� LQ
SUDFWLFH�� LI� ORFDO� JRYHUQPHQWV� DUH� GULYHQ� E\� UHYHQXH� JHQHUDWLRQ� LQFHQWLYHV� EXW� DUH
GLVFLSOLQHG� E\� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ�� DQG� LI� WKH� SUDFWLFHV� RI� GHPRFUDWLF� ORFDO
HOHFWLRQV� DQG� ORFDO� VHOI�JRYHUQPHQW� DUH� VWUHQJWKHQHG�� 7KHVH� LPSRUWDQW� DVSHFWV� ZLOO� EH
IXUWKHU�GLVFXVVHG�LQ�WKH�IROORZLQJ�VXE�VHFWLRQV���DQG���

����� 7KH�NH\�UROH�RI�ORFDO�JRYHUQPHQWV�DQG�WKH�YROXQWDU\�FR�RSHUDWLRQ�RI�VPDOO�ILUPV

,Q�WKH�FDVH�RI�&KLQD��WKH�SURWHFWLRQ�WR�SULYDWH�DQG�KRXVHKROG�HQWHUSULVHV�SURYLGHG�E\�ORFDO
JRYHUQPHQWV� KDV� EHHQ� TXLWH� FRPSUHKHQVLYH� DQG� FULWLFDO�� :LWKRXW� WKHVH� SURWHFWLRQV�� WKH
SULYDWH� VHFWRU� ZRXOG� VWLOO� KDYH� D� VSRQWDQHRXV� DQG� LQIRUPDO� VWDWXV�� ZLWK� QR� FKDQFH� WR
FDSWXUH� WKH�EHQHILWV�RI� WKH� IRUPDO�HFRQRP\�ZKLOH�DOVR� DYRLGLQJ�SROLWLFDO� KDUDVVPHQW� DQG
SUHGDWLRQ� E\� WKH� VWDWH�� 7KUHH� PRVW� LPSRUWDQW� FRPSRQHQWV� LQ� WKH� SURWHFWLRQ� SDFNDJH� DUH
ZRUWK�KLJKOLJKWLQJ�

)LUVW��LQ�WHUPV�RI�LQVWLWXWLRQDO�DUUDQJHPHQW�DQG�VHUYLFHV��WKH�SUDFWLFH�RI�
EXVLQHVV�DIILOLDWLRQ

�JXDKX��DQG� 
ZHDULQJ�D� UHG�KDW
� �GDL�KRQJPDR]L��PDGH�D�JUHDW�FRQWULEXWLRQ� WR� WKH�SULYDWH
VHFWRU� GHYHORSPHQW� LQ� WKH� ODWH� ����V� DQG� ����V�� ZKHQ� LGHRORJLFDO� DQG� SROLF\� KRVWLOLW\
WRZDUGV� SULYDWH� RZQHUVKLS� KDG� QRW� \HW� EHHQ� HIIHFWLYHO\� UHPRYHG� �6HFWLRQ� ������ 7KHVH
DUUDQJHPHQWV� SURYLGHG� WKH� PRVW�QHHGHG� LQVWLWXWLRQDO� DQG� VRFLDO� FDSLWDO� WR� WKH� SULYDWH
VHFWRU��LQ�DGGLWLRQ�WR�IRUPDOL]HG�DFFHVV�WR�PDUNHWV�

6HFRQG�� LQ�WHUPV�RI� WD[DWLRQ��DOWKRXJK�WKH�VWDWH� UHJXODWLRQV�RYHU� WD[LQJ� WKH�SULYDWH�VHFWRU
ZHUH�DUWLILFLDOO\�FRPSOLFDWHG�DQG�YHU\� WRXJK�XQWLO�������DOO� ORFDO� JRYHUQPHQWV� VLPSOLILHG
WKH�UHJXODWLRQV�LQ�SUDFWLFH�WKURXJK�YHU\�TXLFN�KRUL]RQWDO�OHDUQLQJ��&RPSOLFDWHG�SURJUHVVLYH
WD[DWLRQ�UHTXLUHPHQWV�ZHUH�ODUJHO\�LJQRUHG��LQVWHDG�TXDUWHUO\�EDVHG�RU�HYHQ�DQQXDOO\�EDVHG
OXPS�VXP�WD[HV�ZHUH�FROOHFWHG� IURP�VPDOO�HQWHUSULVHV��7KLV� WD[DWLRQ�SUDFWLFH� LV�PXWXDOO\
EHQHILFLDO�DQG�VRFLDOO\�SURGXFWLYH��WKH�WD[�EXUGHQ�RI�VPDOO�EXVLQHVV�LV�HVVHQWLDOO\�OLJKWHQHG�
OXPS�VXP� WD[DWLRQ� LV� TXLWH� WUDQVSDUHQW� DQG� HDV\� WR� RSHUDWH�� OHDYLQJ�PXFK� OHVV� URRP� IRU
FRUUXSW�EHKDYLRXU�RI�ORFDO�WD[DWLRQ�RIILFLDOV�DQG�JUHDWO\�UHGXFLQJ�WKH�FRVW�RI�WD[�FROOHFWLRQ�
DQG� WKH� WD[DWLRQ� EDVH� IRU� ORFDO� JRYHUQPHQWV� ZDV� UDSLGO\� HQODUJHG� GXH� WR� WKH� UHVXOWDQW
H[SDQVLRQ�RI�WKH�60(�VHFWRU���

7KLUG��WKH�PRVW�LPSUHVVLYH�SURWHFWLRQ�WR�WKH�SULYDWH�VHFWRU�ZDV�SURYLGHG�E\�WKH�SHUPLVVLRQ
WR� XVH� DQRQ\PRXV� KRXVHKROG� VDYLQJ� GHSRVLW� DFFRXQWV�� 0RVW� GLUHFWO\�� WKLV� SHUPLVVLRQ
SURYLGHG� D� VLPSOH� DQG� HIIHFWLYH� FRPPLWPHQW� GHYLFH� WR� OLPLW� WKH� JRYHUQPHQW
V� SUHGDWRU\
EHKDYLRXU� DQG� FUHDWH� SULYDWH� LQFHQWLYHV�� :KHQ� EDQN� GHSRVLWV� DUH� DQRQ\PRXV�� WKH
JRYHUQPHQW�GRHV�QRW�NQRZ�WKH�LGHQWLW\�RI�GHSRVLWRUV�DQG�WKXV�LV�XQDEOH�WR�WUDFH�D�SDUWLFXODU
SHUVRQ� DQG� FRQILVFDWH� KLV�KHU� ILQDQFLDO� ZHDOWK�� 7KURXJK� WKLV� VLPSOH� DUUDQJHPHQW�� WKH
JRYHUQPHQW�GH�IDFWR�DFKLHYHV�D�FUHGLEOH�FRPPLWPHQW�WR�FUHDWLQJ�SULYDWH�LQFHQWLYHV��ZKLFK

������������������������������������������������
��� ,Q�ILHOG�WULSV�WR�*DQVX�3URYLQFH�LQ������DQG�+XQDQ�3URYLQFH�LQ�������/DL[LDQJ�6XQ� LQWHUYLHZHG�VHYHUDO
KHDGV�RI�FRXQWLHV�DQG�SUHIHFWXUHV��DOO�RI�ZKRP�ZHUH�SURXG�RI� WKHLU� ORFDO� WD[DWLRQ�SUDFWLFH�RI� WKLV� W\SH�DQG
VKRZHG�WKH�VWURQJ�ZLOOLQJQHVV�WR�OREE\�WKH�FHQWUDO�JRYHUQPHQW�WR�VLPSOLI\�WKH�H[LVWLQJ�WD[DWLRQ�UHJXODWLRQV�
7KH\� LQGLFDWHG� WKDW� LI� WKH� FHQWUDO� JRYHUQPHQW� UHJXODWLRQV�ZHUH� VWULFWO\� IROORZHG��PRUH� WKDQ����SHU� FHQW� RI
VPDOO� EXVLQHVVHV� LQ� WKHLU� MXULVGLFWLRQ�ZRXOG�EH�XQDEOH� WR� VXUYLYH��7KH\�ZHUH� DOVR� UHOXFWDQW� WR� LQFUHDVH� WKH
ORFDO� GH� IDFWR� WD[� UDWH� RQ� VPDOO� EXVLQHVVHV� VLPSO\� EHFDXVH� WKH\� ZHUH� DIUDLG� WKDW� WKLV� ZRXOG� GULYH� ORFDO
HQWUHSUHQHXUV�RXW�RI�WKHLU�MXULVGLFWLRQV�
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KDV� EHHQ� UHFRJQL]HG� WR� EH� GLIILFXOW� WR� DFKLHYH� LQ� D� VRFLHW\�ZKHUH� WKH� UXOH� RI� ODZ� LV� QRW
GHYHORSHG��%DL�HW�DO���������

$QRWKHU� LPSRUWDQW� FRQVHTXHQFH� RI� WKLV� SHUPLVVLRQ� LV� VXEVWDQWLDO� ILQDQFLDO� GHHSHQLQJ�
ZKLFK�LQ�WXUQ�SURYLGHG�LQFUHDVLQJ�
TXDVL�ILVFDO
�UHYHQXH�WR�WKH�JRYHUQPHQW�LQ�WKH�IRUPV�RI
VHLJQLRUDJH��JRYHUQPHQW�ERQGV��WD[DWLRQ�RQ�WKH�ILQDQFLDO�DVVHWV�RI�EDQNV��DQG�EDQNV
�SROLF\
ORDQV� WR� WKH� VWDWH� VHFWRU�� 8QGHU� WKHVH� DQRQ\PRXV� EDQNLQJ� DUUDQJHPHQWV� SULYDWH� DQG
KRXVHKROG�ILUPV�IHHO�VDIH�LQ�PDNLQJ�FDVK�WUDQVDFWLRQV�DQG�VDYLQJ�WKHLU�ZRUNLQJ�FDSLWDO�DQG
ILQDQFLDO�ZHDOWK�DV�GHSRVLWV� LQ�VWDWH�EDQNV��7KDQNV� WR� WKLV�DUUDQJHPHQW�DQG�DORQJVLGH� WKH
UDSLG�LQFUHDVH�LQ�KRXVHKROG�LQFRPH��WRWDO�KRXVHKROG�EDQN�GHSRVLWV�LQFUHDVHG�IURP�OHVV�WKDQ
�� SHU� FHQW� RI� *'3� LQ� ����� WR� DERXW� ��� SHU� FHQW� LQ� ����� DQG� WR� ��� SHU� FHQW� LQ� ����
�6WDWLVWLFDO� <HDUERRN� RI� &KLQD� ������ ��� DQG� ������ %\� RQH� HVWLPDWLRQ�� WKH� TXDVL�ILVFDO
UHYHQXH� FROOHFWHG� E\� WKH� &KLQHVH� JRYHUQPHQW� GXULQJ� �������� ZDV� RQ� DYHUDJH� HTXDO� WR
DERXW���SHU�FHQW�RI�*'3��RU�PRUH�WKDQ�RQH�KDOI�RI�JRYHUQPHQW�EXGJHW�UHYHQXH��%DL�HW�DO��
������

,Q�ERWK�&KLQD�DQG�)68�FRXQWULHV�
FRQYHQWLRQDO�LQVWLWXWLRQDO�DUUDQJHPHQWV
�VXFK�DV�WKH�UXOH
RI�ODZ�DQG�EDODQFHG�VHSDUDWLRQ�RI�SRZHUV��ZKLFK�IXQFWLRQ�LQ�PRGHUQ�PDUNHW�HFRQRPLHV�WR
FRQVWUDLQ�WKH�JRYHUQPHQW�IURP�DUELWUDU\�LQWUXVLRQ�LQWR�SULYDWH�HFRQRPLF�DFWLYLWLHV��DUH�VWLOO
ODUJHO\� DEVHQW�� :KHUH� WKH� VWDWH� LV� QRW� FRQVWUDLQHG�� LW� FDQ� HDVLO\� EHKDYH� LQ� D� SUHGDWRU\
PDQQHU�WRZDUGV�SULYDWH�EXVLQHVV�DQG�EUHDN�LWV�FRPPLWPHQW�WR�SUHVHUYH�SULYDWH�LQFHQWLYHV�
7KDW�LV�WKH�ZHOO�NQRZQ�FRPPLWPHQW�SUREOHP�LGHQWLILHG�E\�WKH�
QHZ�LQVWLWXWLRQDO�HFRQRPLFV

�1RUWK�� ������ :LOOLDPVRQ�� ������� $� ODFN� RI� VXFK� FRPPLWPHQW� W\SLFDOO\� UHVXOWV� LQ
GLVFUHWLRQDU\�PDUJLQDO�WD[�UDWHV�WKDW�DUH�WRR�KLJK�DQG�DUH�GHWULPHQWDO�WR�SULYDWH�LQFHQWLYHV�
7KH�JRYHUQPHQW� LWVHOI� DOVR�VXIIHUV� IURP�LWV� ODFN�RI�FRPPLWPHQW��ZKHQ�SULYDWH� LQFHQWLYHV
DUH� XQGHUPLQHG� WKH� WD[DWLRQ� EDVH� VKULQNV� DQG� OLWWOH� DGGLWLRQDO� UHYHQXH� FDQ� EH� FROOHFWHG�
8QGHU�FRQGLWLRQV�ZKHUH�WKHUH�DUH�QR�FRQYHQWLRQDO�LQVWLWXWLRQV�WR�FRQVWUDLQ�WKH�JRYHUQPHQW
IURP�DUELWUDU\� LQWUXVLRQ� LQWR� HFRQRPLF� DFWLYLWLHV�� KRZ�FDQ� SULYDWH� EXVLQHVV� LQFHQWLYHV� EH
XQOHDVKHG��KRZ�FDQ� WKH�KLGGHQ�HFRQRP\�EH� HQFRXUDJHG� WR� MRLQ� WKH� IRUPDO�RQH��DQG�KRZ
FDQ�WKH�JRYHUQPHQW�VROYH�WKH�FRPPLWPHQW�SUREOHP�LQ�D�ZD\�WKDW�DOORZV�LW�WR�EHQHILW�IURP
LWV� FUHGLEOH� FRPPLWPHQW"� &KLQD
V� XQFRQYHQWLRQDO� SUDFWLFHV� PHQWLRQHG� DERYH� SUHVHQW� D
VXFFHVVIXO�DQG�LQVWUXFWLYH�OHVVRQ�IRU�)68�FRXQWULHV�RQ�KRZ�WR�GHDO�ZLWK�VLPLODU�SUREOHPV�

)LUPV�RSHUDWLQJ�LQ�WKH�KLGGHQ�HFRQRP\�IDFH�JUHDW�XQFHUWDLQW\�DQG�ULVNV��LQ�DGGLWLRQ�WR�KLJK
WUDQVDFWLRQ�FRVWV��7KHUH�LV�D�VSRQWDQHRXV�WHQGHQF\�DPRQJ�WKHP�WR�MRLQ�WKH�IRUPDO�HFRQRP\
LQ� RUGHU� WR� REWDLQ� IRUPDO� DFFHVV� WR� YDULRXV� PDUNHWV� DQG� UHGXFH� XQFHUWDLQW\�� ,I� SURPSW
DFWLRQ� FDQ� EH� WDNHQ� WR� FRQVWUDLQ� WKH� SUHGDWRU\� EHKDYLRXUV� RI� WKH� JRYHUQPHQW� DQG� WKXV
UHGXFH�WKH�SRZHU�RI�WKH�
RIILFLDO�PDILD
��WKHVH�ILUPV�PLJKW�EH�DEOH�WR�JURZ�RXW�RI�KLGLQJ�LQ
FRQYHQWLRQDO� ZD\V�� +RZHYHU�� VXFK� D� VFHQDULR� GRHV� QRW� VHHP� WR� EH� UHDOLVWLF� LQ� WKH� QHDU
IXWXUH�LQ�WKH�)68�FRXQWULHV��,Q�RUGHU�WR�HQFRXUDJH�KLGGHQ�ILUPV�WR�JURZ�RXW�RI�KLGLQJ�DQG
LQFUHDVH�WKH�VHFXULW\�RI�DOO�60(V��WKH�XQFRQYHQWLRQDO�RZQHUVKLS�DUUDQJHPHQWV�SUDFWLVHG�LQ
&KLQD��VXFK�DV�EXVLQHVV�DIILOLDWLRQV��ORFDO�JRYHUQPHQW�DQG�SULYDWH�ILUP�MRLQW�YHQWXUHV��MRLQW�
VWRFN�FR�RSHUDWLYHV�DQG�MRLQW�VWRFN�SDUWQHUVKLS��DOO�EHFRPH�GHVLUDEOH�DQG�IHDVLEOH�RSWLRQV�

����� 3URYLGLQJ�LQFHQWLYHV�IRU�ORFDO�JRYHUQPHQWV�WR�UHIRUP�WKHPVHOYHV

*LYHQ� WKH� VXUYLYDO� XUJH� DQG� WKH� VSRQWDQHRXV� LQLWLDWLYHV� RI� LQGLYLGXDOV�� KRXVHKROGV�� DQG
FRPPXQLWLHV�IRU�WKHLU�GHYHORSPHQW��ORFDO�JRYHUQPHQWV�KDYH�SOD\HG�WKH�PRVW�FULWLFDO�UROH�LQ



��

SURPRWLQJ� WKH�GHYHORSPHQW�RI� WKH�SULYDWH�VHFWRU� LQ�&KLQD��7KH�VWURQJ� LQFHQWLYHV�RI� ORFDO
JRYHUQPHQWV�KDYH�EHHQ�FUHDWHG�QRW�RQO\�E\�GHYROYLQJ�D�ODUJH�SDUW�RI�UHJXODWRU\�DXWKRULW\
IURP�WKH�FHQWUDO�WR�ORFDO�JRYHUQPHQWV��EXW�PRUH�LPSRUWDQWO\�E\�SURYLGLQJ�ILVFDO�LQFHQWLYHV
LQ�WKH�IRUP�RI�WKH�
ILVFDO�UHVSRQVLELOLW\�FRQWUDFWLQJ�V\VWHP
��FDL]KHQJ�FKHQJEDR�]KL���ZKLFK
ZDV� LQWURGXFHG� LQ� ����� DQG� LPSURYHG� DIWHUZDUGV�� 7KH� ILVFDO� FRQWUDFWLQJ� V\VWHP� LV� ZHOO
NQRZQ�E\�WKH�QLFNQDPH�RI�
HDWLQJ�IURP�DQG�PDQDJLQJ�\RXU�RZQ�NLWFKHQ
��IHQ]DR�FKLIDQ���LQ
RSSRVLWLRQ� WR� WKH� SUHYLRXV� V\VWHP� RI� 
XQLILHG� UHYHQXH� FROOHFWLRQ� DQG� XQLILHG� VSHQGLQJ

�WRQJVKRX�WRQJ]KL���NQRZQ�DV�
HDWLQJ�IURP�RQH�ELJ�SRW
��FKL�GDJXRIDQ��

8QGHU� WKH� ILVFDO� FRQWUDFWLQJ� V\VWHP� VXERUGLQDWH�� DQG� VXSHUYLVRU\�OHYHO� JRYHUQPHQWV
HQWHUHG� LQWR� ORQJ�WHUP� �XVXDOO\� ILYH�\HDU�� ILVFDO� FRQWUDFWV�� XQGHU� ZKLFK� WKH� VXERUGLQDWH
JRYHUQPHQWV�ZHUH�JUDQWHG�WKH�ULJKW�WR�UHWDLQ�D�SURJUHVVLYHO\�LQFUHDVLQJ�VKDUH�RI�PDUJLQDO
EXGJHWDU\� UHYHQXH��0DQ\� ORFDO� JRYHUQPHQWV�ZHUH� DOORZHG� WR� UHWDLQ� ���� SHU� FHQW� DW� WKH
PDUJLQ�� WKHUHE\� PDNLQJ� WKHP� 
UHVLGXDO� FODLPDQWV
�� ,Q� DGGLWLRQ�� ORFDO� JRYHUQPHQWV� DOVR
UHFHLYHG�
H[WUD�EXGJHWDU\�IXQGV
��ZKLFK�ZHUH�QRW�VXEMHFW�WR�VKDULQJ��DQG�
RII�EXGJHW�IXQGV
�
ZKLFK�ZHUH�QRW�HYHQ�LQFRUSRUDWHG�LQWR�WKH�EXGJHW�SURFHVV�DQG�WKXV�UHPDLQHG�XQNQRZQ�WR
WKH� FHQWUDO� JRYHUQPHQW�� 7KLV� V\VWHP� DOVR� OLQNHG� ORFDO� JRYHUQPHQW� H[SHQGLWXUH� ZLWK� WKH
UHYHQXH�JHQHUDWHG�ORFDOO\�WR�HQVXUH�WKDW�WKHVH�JRYHUQPHQWV�DVVXPHG�UHVSRQVLELOLW\�IRU�WKH
ILQDQFLDO�FRQVHTXHQFHV�RI�WKHLU�GHFLVLRQV�

,W�LV�ZLGHO\�UHFRJQL]HG�WKDW�&KLQD
V�ILVFDO�FRQWUDFWLQJ�V\VWHP�SURYLGHG�ORFDO�JRYHUQPHQWV
ZLWK�VWURQJ��PDUJLQDO��ILVFDO�LQFHQWLYHV��,Q�DGGLWLRQ�WR�WKLV��UHFHQW�HPSLULFDO�DQDO\VLV��-LQ�HW
DO���������UHYHDOV�WKDW�WKH�KRUL]RQWDO�GLVWULEXWLRQ�DFURVV�SURYLQFHV�RI�SHU�FDSLWD�EXGJHWDU\
VSHQGLQJ�DFWXDOO\�LPSURYHG�UDWKHU�WKDQ�GHWHULRUDWHG�RYHU�WLPH��EHFDXVH�WKH�VWURQJ�PDUJLQDO
UHYHQXH� FROOHFWLRQ� FRH[LVWHG� ZLWK� FRQWLQXLQJ� LQIUD�PDUJLQDO� UHGLVWULEXWLRQ� RI� EXGJHWDU\
UHYHQXHV�� 7KH� VDPH� DQDO\VLV� DOVR� KLJKOLJKWV� WKDW� VWURQJHU� ILVFDO� LQFHQWLYHV��PHDVXUHG� LQ
WHUPV� RI� D� KLJKHU� UHWHQWLRQ� UDWH� RQ� FRQWUDFWXDO� PDUJLQDO� UHYHQXH�� ZHUH� DVVRFLDWHG� ZLWK
IDVWHU� GHYHORSPHQW� RI� QRQ�VWDWH� HQWHUSULVHV� DQG�PRUH� UHIRUP� LQ� VWDWH�RZQHG� HQWHUSULVHV�
7KLV� LQGLFDWHV� WKDW� EHWWHU� ORFDO� JRYHUQPHQW� SURWHFWLRQ� RI� DQG� VXSSRUW� IRU� WKH� QRQ�VWDWH
VHFWRU�PDNH�WKHLU�MXULVGLFWLRQV�PRUH�DWWUDFWLYH�IRU�HQWUHSUHQHXUV�WR�FRPH�LQ�

&KLQD
V� H[SHULHQFH� IXUWKHU� LQGLFDWHV� WKDW� WKH� VWURQJ� �PDUJLQDO�� UHYHQXH� LQFHQWLYHV� LQGXFH
ORFDO�JRYHUQPHQWV�WR�SURPRWH�WKH�H[SRUW�RI�ORFDO�SURGXFWV�LQWR�RWKHU�UHJLRQV�DQG�FRXQWULHV�
WR� DWWUDFW� LQIORZV� RI� ILQDQFLDO� DQG� KXPDQ� FDSLWDO� E\� YDULRXV� PHDQV�� DQG� WR� HQIRUFH� WKH
ORFDOL]DWLRQ� RI� FRPSRQHQW� SURGXFWLRQ� E\� ODUJH� VWDWH� HQWHUSULVHV�� 7KHVH� HIIRUWV� LQ� WXUQ
LQGXFH� DQG� VWUHQJWKHQ�� LQWHU�MXULVGLFWLRQDO� FRPSHWLWLRQ�� WKH� VSLQ�RII� W\SH� RI
GHFHQWUDOL]DWLRQ�RI�ODUJH�ILUPV��DQG�H[SRUW�SURPRWLRQ�

7KHVH� SRVLWLYH� FRQWULEXWLRQV� FRQWUDVW� VKDUSO\� ZLWK� WKH� GLVDSSRLQWLQJ� RXWFRPHV� RI� ILVFDO
IHGHUDOLVP� LQ� 5XVVLD�� =KXUDYVND\D� ������� FRQGXFWHG� D� UHJUHVVLRQ� DQDO\VLV� EDVHG� RQ� WKH
GDWD�RI����FLWLHV�IRU��������DQG�ILQGV�WKDW�WKH�FRUUHODWLRQ�FRHIILFLHQW�EHWZHHQ�WKH�FKDQJH�LQ

VKDUHG�UHYHQXHV
��ZLWK�WKH�VXSHUYLVRU\�JRYHUQPHQW��DQG�FKDQJH�LQ�
RZQ�UHYHQXH
�LV�±�����
,W�PHDQV�WKDW�DQ\�LQFUHDVH�LQ�D�FLW\
V�EXGJHW�E\���URXEOH�LV�RIIVHW�E\�WKH�GHFUHDVH�LQ�VKDUHG
UHYHQXHV�RI������URXEOH��7KH�DQDO\VLV�DOVR�VXJJHVWV�WKDW�WKH�SUHGDWRU\�EHKDYLRXUV�RI�ORFDO
JRYHUQPHQWV� WRZDUGV� SULYDWH� EXVLQHVVHV� DQG� FRPSHWLWLRQ� DUH� ODUJHO\� LQGXFHG� E\� WKHVH
SHUYHUVH� LQFHQWLYHV� WKH\�IDFH�� ,Q� WU\LQJ� WR� IRUPXODWH�ZD\V� LQ�ZKLFK�5XVVLD�FRXOG� UHYHUVH
WKLV� W\SH� RI� SHUYHUVH� LQFHQWLYH� IRU� ORFDO� JRYHUQPHQWV�� &KLQD
V� SUDFWLFH� RI� ILVFDO
UHVSRQVLELOLW\�FRQWUDFWLQJ�LV�LQVWUXFWLYH�DQG�SURPLVLQJ�



��

����� &KLQD
V�79(V�DV�RQH�RI�WKH�
QH[W�VWHS�PRGHOV


7KH�&KLQHVH�79(V� DUH� D�PRPHQWRXV� GHYHORSPHQW�ZKRVH� EURDG� LPSOLFDWLRQV� DQG� SROLF\
UHOHYDQFH�KDYH�EHFRPH�XQDYRLGDEO\� FOHDU�ZLWK� WKH� ILQDO�FROODSVH�RI� 
UHIRUP�RSWLPLVP
� LQ
5XVVLD�DQG�PRVW�RWKHU�)68�FRXQWULHV�DIWHU����$XJXVW�������7KLV�GRHV�QRW�LPSO\�D�FDVH�IRU
WKH�VLPSOH�WUDQVSODQWDWLRQ�RI�WKH�
&KLQHVH�LQQRYDWLRQV
�ZH�KDYH�HQXPHUDWHG��EXW�IRU�WDNLQJ
DGYDQWDJH� RI� WKH� IDFW� WKDW� PDQ\� SDUDOOHO� IDFWRUV� XQGHUO\LQJ� WKH� XQFRQYHQWLRQDO� IRUP� RI
RZQHUVKLS�DQG�JRYHUQDQFH�DOUHDG\�H[LVW�LQ�PRVW�RI�WKH�)68�DQG�VRPH�SDUWV�RI�&HQWUDO�DQG
(DVWHUQ� (XURSH�� $� VLPSOH� OLVW� RI� WKHVH� SDUDOOHO� IDFWRUV� ZRXOG� LQFOXGH�� WKH� SURJUHVVLYH
GHYHORSPHQW�RI�ORFDO�HOHFWLRQV�DQG�VHOI�JRYHUQPHQW��YHUWLFDO�DQG�KRUL]RQWDO�GLVLQWHJUDWLRQ
RI� ODUJH� ILUPV� LQWR� VHSDUDWH� VHPL�DXWRQRPRXV� EXVLQHVV� XQLWV� RU� WHUPV�� VSLQ�RIIV� RI� ODUJH
ILUPV� ZKLFK� DUH� MRLQWO\� RZQHG� E\� WKH� SDUHQW� ILUP� DQG� HPSOR\HHV�� HPHUJHQFH� RI� ORFDO
JRYHUQPHQW� RZQHUVKLS�� HPHUJHQFH� RI� QHZ� SULYDWH� ILUPV�� H[SDQVLRQ� RI� WKH� KLGGHQ
HFRQRP\�� DQG�VSRQWDQHRXV�EXVLQHVV� LQLWLDWLYHV�RI�QXPHURXV� LQGLYLGXDOV�� KRXVHKROGV�� DQG
JUDVVURRWV�LQVWLWXWLRQV��5HFRPELQLQJ�DQG�PRELOL]LQJ�WKHVH�SRVLWLYH�IDFWRUV�LQ�DQ�LQQRYDWLYH
ZD\�OLNH�WKDW�SUDFWLVHG�E\�WKH�&KLQHVH�79(V�ZRXOG�FHUWDLQO\�EULQJ�QHZ�JURZWK�PRPHQWXP
LQWR�SOD\�

:LWKRXW� D� VSHFLILF� SODQ� RU� HYHQ� DQ� RYHUDUFKLQJ� JHQHUDO� UHIRUP� ORJLF�� QHZ� IRUPV� RI
SROLWLFDO�HFRQRPLF�RUJDQL]DWLRQV�OLNH�79(V�ZHUH�FUHDWHG� LQ�&KLQD��7KH�79(V� LQ�JHQHUDO�
DQG�WKH�FRUH�79(V�ZLWK�GRPLQDQW�FRPPXQLW\�RZQHUVKLS�LQ�SDUWLFXODU��FRPELQH�D�PDUNHW
RULHQWDWLRQ�� ZKLFK� LV� FKDUDFWHUL]HG� E\� D� ELQGLQJ� EXGJHW� FRQVWUDLQW� DQG� D� VHULRXV� SURILW
RULHQWDWLRQ�� H[SRUW� VXFFHVV� �VHH� 7DEOH� ���� DERYH�� DQG� SUHGRPLQDWHO\� VRFLDO� RZQHUVKLS�
ZKLFK�PHDQV�WKDW�WKH�RZQHUVKLS�RI�WKH�FRUH�79(V�LV�VLPXOWDQHRXVO\�QRQ�SULYDWH�DQG�QRQ�
VWDWH�� ,I�ZH�GHILQH�WKH�SHULRG�EHIRUH�WKH�VLJQLILFDQW�RZQHUVKLS�UHVWUXFWXULQJ�RI�79(V��L�H�
URXJKO\� EHIRUH� ������ DV� WKH� FODVVLFDO� SHULRG� IRU� 79(� GHYHORSPHQW�� WKH� XQGHUO\LQJ
RUJDQL]DWLRQDO� IHDWXUH� RI� 79(V� GXULQJ� WKLV� WLPH� KDV� EHHQ� FKDUDFWHUL]HG� DV� KDYLQJ� WKH
IHDWXUHV� RI� 
ORFDO� JRYHUQPHQWV� DV� LQGXVWULDO� ILUPV
�� 
FRPPXQLW\� XS�FORVH� FDSLWDOLVP
�� DQG

FRPPXQLW\� VRFLDOLVP
� �&KDSWHU� ��� DERYH�� *DWHV�� ������ 6FKROHV�� ������ 6WLJOLW]�� �����
:DOGHU����������

8QGHU� WKLV� RUJDQL]DWLRQDO� DUUDQJHPHQW�� WKH� PRVW� DFXWH� 
XV� YHUVXV� WKHP
� VWDOHPDWHV� DUH
ODUJHO\� DYRLGHG� DQG� HDFK� VWDNHKROGHU� LV� LQWHUHVWHG� LQ� DQG� FRQVWUDLQHG� WR� 
GRLQJ� EXVLQHVV

LQVWHDG� RI� 
ORRWLQJ� RU� JUDEELQJ
�� 0RUH� LPSRUWDQWO\�� WKH� ORFDO�� XS�FORVH� FDSLWDOLVWV
�FRPPXQLW\� PHPEHUV�� KDYH� PXFK� PRUH� DW� VWDNH� WKDQ� GR� UHPRWH� LQYHVWRUV�� WKLV� LQ� WXUQ
PDNHV� WKHP� FDUH� PRUH� DERXW� WKH� ORQJ�WHUP� GHYHORSPHQW� RI� WKHLU� FRPPXQLW\� ILUPV� DQG
OHDGV� WR� D� 
ORJLF� RI� FRPPLWPHQW
� �6WLJOLW]�� ������� 7KH� HPHUJHQFH� RI� FRPPXQLW\
FRQJORPHUDWHV�UHYLYHV�RU�UHLQIRUFHV�WKLV�ORFDOL]HG�GH�IDFWR�VRFLDO�RZQHUVKLS�RU�FRPPXQLW\
XS�FORVHG� FDSLWDOLVP�� DOWKRXJK�QRW� DV� WKH� H[FOXVLYH� IRUP�RI� 79(��7KLV� GHYHORSPHQW� KDV
VWURQJ� VLPLODULWLHV� WR� WKH� H[WHQVLYHO\� VWXGLHG� DQG� ZLGHO\� DGPLUHG� 
0RQGUDJRQ�W\SH
FRUSRUDFLRQ�FRRSHUDWLYD
�IURP�WKH�%DVTXH�5HJLRQ�RI�6SDLQ��+DQVPDQQ����������������

$V� QRWHG� LQ� GHWDLO� LQ� &KDSWHUV� �� DQG� �� DERYH�� WKH� 79(V� WKHPVHOYHV� KDYH� FRQWLQXHG� WR
HYROYH��WDNLQJ�RQ�GLYHUVH�IRUPV��7KH�UDSLGO\�VSUHDGLQJ�UHRUJDQL]DWLRQ�RI�79(V�LQWR�MRLQW�
VWRFN� FR�RSHUDWLYHV� LV� SURGXFLQJ� TXLWH� GLIIHUHQW� WKLQJV� LQ� GLIIHUHQW� SODFHV�� )XUWKHU

������������������������������������������������
���)RU�WKH�RXWVLGHUV��WKH�FRPPXQLW\�ORRNV�OLNH�
XS�FORVH�FDSLWDOLVP
��KRZHYHU��IRU�WKH�LQVLGHUV��WKH\�OLYH�ZLWK

FRPPXQLW\�VRFLDOLVP
�



��

HYROXWLRQDU\� FKDQJHV� DUH� OLNHO\� ZKLFK� ZLOO� DJDLQ� H[WHQG� WKH� UDQJH� RI� GLIIHUHQW� EXW� FR�
H[LVWLQJ� IRUPV� RI� SURSHUW\�� RZQHUVKLS� DQG� PDQDJHPHQW�� :KLOH� WKH� SUHVHQW� RZQHUVKLS
UHVWUXFWXULQJ�PRYHPHQW�KDV�DGGHG�PDQ\�QHZ�YDULHWLHV�WR�WKH�V\VWHP��LQFOXGLQJ�VRPH�IRUPV
WKDW� DUH� SXUHO\� SULYDWH�� WKH� V\VWHP� VKRZV� QR� WHQGHQF\� FRPSUHKHQVLYHO\� WR� FRQYHUJH� WR
WH[WERRN�IRUPV�RI�SUHGRPLQDQW�SXUH�SULYDWH�RZQHUVKLS�

7KLV�PRVW� UHFHQW� 79(� GHYHORSPHQW� SURFHVV� LV� TXLWH� XQXVXDO� LQ� WKH� HFRQRPLF� KLVWRU\� RI
WUDQVLWLRQDO� HFRQRPLHV�� VLQFH� LW� LV� DQ� DQWLFLSDWRU\� UHIRUP� LQ� WKH� DEVHQFH� RI� FULVLV�� $V� D
UHVXOW� D� JUHDW� YDULHW\� RI� QHZ� 79(� IRUPV� KDYH� DULVHQ�� 6RPH� 79(V� DUH� FKDQJHG� RQO\
VXSHUILFLDOO\�DQG� IRU� WKHVH�79(V� ORFDO� JRYHUQPHQW� VWLOO� ODUJHO\�GRPLQDWH� WKHLU�RZQHUVKLS
DQG� FRQWURO� WKHP� WLJKWO\�� DOWKRXJK� HYHQ� KHUH� VRPH� LQFHQWLYH� FODULILFDWLRQ� KDV� EHHQ
DFKLHYHG��+RZHYHU�PDQ\�79(V�KDYH�XQGHUJRQH�UHDO�FKDQJH��$OWKRXJK�LQ�VRPH�FDVHV�WKLV
FKDQJH� WDNHV� WKH� IRUP� RI� SXUHO\� SULYDWH�� QDUURZO\� KHOG� SHUVRQDO� RU� OLPLWHG� OLDELOLW\
FRPSDQLHV�� WKH� SUHGRPLQDQW� QHZ� IRUP� DSSHDUV� WR� EH� WKH� MRLQW�VWRFN� FR�RSHUDWLYH� ZLWK
HPSOR\HH� RZQHUVKLS� DV� WKH�PDMRU� SDUW� RI� D� FRPSOH[� EOHQG�ZKLFK� LQFOXGHV�PRUH� RU� OHVV
H[WHQVLYH� ORFDO� JRYHUQPHQW� VKDUH� RZQHUVKLS�� 7KHVH� MRLQW�VWRFN� FR�RSHUDWLYHV� DUH
UHFRJQLVDEOH� LQ� ZHVWHUQ� WHUPLQRORJ\� DV� 
FORVHG� SURGXFHU� FR�RSHUDWLYHV
� RU� 
XS�FORVH
FDSLWDOLVP
��,Q�DOO�FDVHV�WKH�QHZ�ILUPV�KDYH�PRUH�FOHDUO\�IRFXVVHG�LQFHQWLYH�DUUDQJHPHQWV
ZKLFK�VWUHVV�PDUNHW�GHWHUPLQHG�VWDQGDUGV�RI�PDQDJHULDO�DFKLHYHPHQW�DQG�PRYH�DZD\�IURP
VRPH�RI�WKH�DJHQF\�SUREOHPV�RI�WKH�FODVVLFDO�79(V�

%HFDXVH�WKH�79(�IRUP�KDV�EHHQ�ERWK�GLYHUVH�DQG�LQVWLWXWLRQDOO\�G\QDPLF�LW�WHDFKHV�PDQ\�
VRPHWLPHV�FRQWUDGLFWRU\��OHVVRQV��$V�D�UHVXOW��WKH�DQVZHU�WR�WKH�LQWULJXLQJ�TXHVWLRQ�RI�ZKDW
WR� GR� WR� WULJJHU� &KLQHVH�VW\OH� G\QDPLF� RUJDQL]DWLRQDO� LQQRYDWLRQV� HOVHZKHUH� ZLOO� GLIIHU
GHSHQGLQJ� XSRQ� WKH� HFRQRPLF�� VRFLDO� DQG� HVSHFLDOO\� LQVWLWXWLRQDO� FRQGLWLRQV� RI� HDFK
VSHFLILF�FRXQWU\��%XW�WKH�VXFFHVVIXO�79(�H[SHULHQFH�RSHQV�XS�D�QHZ�UDQJH�RI�RSWLRQV�DQG
SRVVLELOLWLHV� IRU�GLVFXVVLRQ�DQG�FRPSDULVRQ��)RU� H[DPSOH�� VRPH�79(�OLNH�RZQHUVKLS� DQG
JRYHUQDQFH� IRUPV�PD\� EH� GHVLUDEOH� DQG�ZRUN�ZHOO� LQ� WKRVH� SODFHV�ZKHUH� IXOO� RU� SDUWLDO
ORFDO� JRYHUQPHQW� RZQHUVKLS� DQG� FRPPXQLW\� RZQHUVKLS� KDYH� HPHUJHG�� 7KH� 79(�OLNH
IRUPV�PD\�EH�D�SODXVLEOH�
QH[W�VWHS�PRGHO
�EHIRUH�FRQVLGHULQJ�DQRWKHU�URXQG�RI�RZQHUVKLS
UHVWUXFWXULQJ�LQ�WKRVH�FRXQWULHV�

����� -RLQW�VWRFN�FR�RSHUDWLYH�DV�DQ�DOWHUQDWLYH�FKRLFH

,Q�6HFWLRQ�����DERYH�ZH�VXPPDUL]HG� WKH� VW\OL]HG� IHDWXUHV�RI� MRLQW�VWRFN� FR�RSHUDWLYHV�DV
IROORZV�

�D��0DQDJHUV� DQG� HPSOR\HHV� RZQ� D� PDMRULW\� RI� WKH� WRWDO� VKDUH� RI� WKH� ILUP�� DQG� VKDUH�
KROGLQJV�DPRQJ�WKHP�GLIIHU�RQ�WKH�EDVLV�RI�WKHLU�SDLG�LQ�VXEVFULSWLRQV�

�E��7KH� ILUP� LV� FORVHO\� KHOG�� ,W� PHDQV� WKDW� RZQHUVKLS� VKDUHV� DUH� W\SLFDOO\� QRW� IUHHO\
PDUNHWDEOH��DOWKRXJK�VXEVFULEHG�VKDUHV�FDQ�EH�WUDQVIHUUHG�ZLWKLQ�WKH�FRPPXQLW\�

�F��7KH�ORFDO�JRYHUQPHQW�PD\�KROG�D�ODUJH�SDUW�RI�WKH�VKDUHV�LQ�WKH�QDPH�RI�FLWL]HQV�RI�WKH
FRPPXQLW\��FLW\��FRXQW\��WRZQVKLS��DQG�YLOODJH��

�G��,Q�DGGLWLRQ� WR� WKH�VKDUHV�KHOG�E\� WKH� LQVLGHUV�DQG� ORFDO� JRYHUQPHQW�� WKHUH�XVXDOO\�DUH
VRPH� �RU� HYHQ� D� ODUJH�QXPEHU�RI�� VKDUHV� RI� RXWVLGH� HTXLW\�ZKLFK� FDUU\� RQH� YRWH� SHU
VKDUH�

�H��$�UHSUHVHQWDWLYH�IRUP�RI�JRYHUQDQFH�LV�XVXDOO\�LQ�SODFH�DQG�LW�LV�EDVHG�RQ�
RQH�SHUVRQ�
RQH�YRWH
��
RQH�VKDUH�RQH�YRWH
��RU�D�FRPELQDWLRQ�RI�ERWK�YRWLQJ�SULQFLSOHV�



��

�I�� 7KH�ILUP�LV�W\SLFDOO\�VPDOO�RU�RI�PHGLXP�VL]H�

,Q�WKH�VDPH�VHFWLRQ�ZH�DOVR�DQDO\VHG�WKH�HFRQRPLF�UDWLRQDOLW\�DQG�IXQFWLRQLQJ�PHFKDQLVP
RI�MRLQW�VWRFN�FR�RSHUDWLYHV�LQ�&KLQD��$�FRPSDUDWLYH�DQDO\VLV�EDVHG�RQ�GLIIHUHQW�PRGHOV�IRU
GHDOLQJ�ZLWK�LQVLGHUV
�FRQWURO�ZDV�SUHVHQWHG�WKHUH�DV�ZHOO��7DEOH�������+HUH�ZH�ZRXOG�OLNH
WR�HPSKDVL]H�WKDW�WKH�RZQHUVKLS�DUUDQJHPHQW�RI� MRLQW�VWRFN�FR�RSHUDWLYHV�PD\�KDYH�FRVW�
EHQHILW�DGYDQWDJHV�LQ�RWKHU�WUDQVLWLRQ�HFRQRPLHV�DV�ZHOO��7KH�MRLQW�VWRFN�IRUP��HYHQ�ZKHQ
LW� LV� FORVHO\� KHOG�� FDQ� FUHDWH� HFRQRPLHV� RI� VFDOHV� LQ� WHUPV� RI� FDSLWDO�� SURGXFWLRQ� DQG
PDUNHWLQJ� IRU� WKH�VPDOO� ILUP��7KH�FR�RSHUDWLYH� VWUXFWXUH�EULQJV� LQ�PRUH� UHOLDEOH�EXVLQHVV
SDUWQHUV�DQG�SURYLGHV�D�VHW�RI�H[WHQGHG�VRFLDO�DQG�HFRQRPLF�FRQQHFWLRQV�WR�WKH�ILUP��WKXV
LQFUHDVLQJ�EXVLQHVV�VHFXULW\��6PDOO� ILUPV� LQ� WKH�5XVVLD�DQG�RWKHU�)68�FRXQWULHV�DUH�QRZ
KDYLQJ� WR� SD\� D� KLJK� SULFH� LQ� RUGHU� WR� RSHUDWH� LQ� FRQGLWLRQV� ZKLFK� ODFN� WKHVH� W\SHV� RI
OLQNDJHV�� 0RUHRYHU�� WKH� HQODUJHG� EXVLQHVV� VFDOH� DQG� H[WHQGHG� VRFLDO�HFRQRPLF� QHWZRUN
ZLOO� DOVR�EULQJ�PXFK�QHHGHG� LQVWLWXWLRQDO� DQG� VRFLDO� WUXVW� WR� WKH� ILUP�� /DVW� EXW� QRW� OHDVW�
WKHUH� DUH� FXOWXUDO� WUDGLWLRQV� DQG� EDFNJURXQGV� LQ� WKRVH� RWKHU� WUDQVLWLRQ� FRXQWULHV� WKDW� DUH
KLJKO\�VXLWDEOH�IRU�VXFK�EHWWHU�GHILQHG�FR�RSHUDWLYHV�

)RU� DQ� LQGLYLGXDO� ILUP�� WKH� IOH[LELOLW\� RI� WKH� RZQHUVKLS� DUUDQJHPHQW� RI� MRLQW�VWRFN� FR�
RSHUDWLYH� DOORZV� LW� HDVLO\� WR� WUDQVIRUP� LWVHOI� LQWR� D� MRLQW�YHQWXUH� ILUP�� D� OLPLWHG� OLDELOLW\
FRPSDQ\�RU�D�SXEOLFO\� OLVWHG�VWRFN�FRPSDQ\� LI� WKLV� LV�ZDUUDQWHG�E\� WKH�H[SDQVLRQ�RI� WKH
ILUP�� +RZHYHU�� IRU� WKH� PDMRULW\� RI� VPDOO�� DQG� PHGLXP�VL]HG� ILUPV�� ZKLFK� KDYH� OLWWOH
FKDQFH� WR� EHFRPH� RSHQO\� KHOG� FRPSDQLHV� RU� DWWUDFW� YHQWXUH� FDSLWDOLVWV�� MRLQW�VWRFN� FR�
RSHUDWLYHV�PD\�QRW�EH�D�WUDQVLWLRQDO�RZQHUVKLS�DUUDQJHPHQW�DQG�PD\EH�SOD\�D�SHUPDQHQW
VLJQLILFDQW�UROH�LQ�WKH�GHYHORSPHQW�RI�WKH�60(�VHFWRU�LQ�WUDQVLWLRQ�HFRQRPLHV�

��� 7KH�HPHUJLQJ�UROH�RI�ORFDO�JRYHUQPHQWV�DV�PDUNHW�SUHVHUYHV�LQ�5XVVLD�DQG
RWKHU�)68�FRXQWULHV

����� /RFDO�SUDJPDWLVP�LQ�5XVVLD

/RFDO��DQG�UHJLRQDO�OHYHO�GHFLVLRQ�PDNHUV�LQ�5XVVLD�DQG�RWKHU�)68�FRXQWULHV�KDYH�QHHGHG
WR�ILQG�ZD\V� WR�RSHUDWH� LQ�DQ�HQYLURQPHQW�ZKHUH� WKH�QDWLRQDO�JRYHUQPHQW�RIWHQ�IDLOHG� WR
FDUU\�RXW� WKH�QHFHVVDU\� VWHSV� WR�DOORZ�KHDOWK\� JURZWK�RI�PDUNHW� LQVWLWXWLRQV�� ,W� LV�ZLGHO\
DFNQRZOHGJHG�WKDW�QDWLRQDO�SROLF\�LQ�PRVW�RI�WKHVH�FRXQWULHV�KDV�QRW�RQO\�ODUJHO\�IDLOHG�WR
HVWDEOLVK� DQ� LQVWLWXWLRQDO� IRUPDW� FRQVLVWHQW�ZLWK� VXFFHVVIXO�PDUNHW� GHYHORSPHQW�� EXW� DOVR
KDV� QHDUO\� DEDQGRQHG� WKH� QRUPDO� IXQFWLRQV� RI� JRYHUQPHQW� LQ� GHDOLQJ� ZLWK� WKH� KHDOWK�
HGXFDWLRQDO�DQG�ZHOIDUH�QHHGV�RI� WKH�SRSXODWLRQ��7KH� UHGLVWULEXWLRQ�RI� VWDWH�SURSHUW\�KDV
EHHQ�FDUULHG�RXW�LQ�ZD\V�ZKLFK�VHHP�WR�HIIHFWLYHO\�PD[LPL]H�WKH�OLNHOLKRRG�RI�LPEHGGLQJ
G\VIXQFWLRQDO� IRUPV� RI� FULPLQDO� DFWLYLW\� LQ� WKH� V\VWHP�� WKZDUWLQJ� KRSHV� RI� LQYHVWPHQW�
GULYHQ� JURZWK�� UDLVLQJ� WUDQVDFWLRQ� FRVWV� LQ� ERWK� ROG� DQG� QRYHO�ZD\V�� DQG� WKXV� IDLOLQJ� WR
FUHDWH�SRVLWLYH�SURGXFWLRQ�RU�HIILFLHQF\�LQFHQWLYHV��$PVGHQ�HW�DO���������6WLJOLW]��������

+RZHYHU��RQ�WKH�RWKHU�VLGH��PDQ\�5XVVLDQ�ORFDO�JRYHUQPHQWV�KDYH�ZRUNHG�WR�NHHS�PDUNHWV
IXQFWLRQLQJ� LQ� WKH� IDFH� RI� LUUDWLRQDO� HFRQRPLF� SROLF\� SUHVVXUH� IURP� WKH� FHQWUH� ZKLFK
OLWHUDOO\� WKUHDWHQ� VXUYLYDO� DW� WKH� ORFDO� OHYHO��'LIIHUHQW� HFRQRPLF� DQG� VRFLDO� SROLFLHV� KDYH
EHHQ� DGRSWHG� DW� WKH� ORFDO� OHYHO� WKDW� DWWHPSWHG� WR� EXIIHU� WKH� QHJDWLYH� HIIHFWV� RI� QDWLRQDO�
OHYHO� 
VKRFN
�SROLFLHV�E\�FUHDWLQJ�PDUNHW�PHGLDWLQJ�VWUXFWXUHV��:KLOH� WKH�FRQFUHWH�DFWLRQV
RI� ORFDO�OHYHO� DXWKRULWLHV� LQ� D� VHULHV� RI� REODVWV� DQG� DXWRQRPRXV� UHSXEOLFV� KDYH� JHQHUDOO\
EHHQ� UHSRUWHG� DV� D� IRUP� RI� GDWHG� RSSRVLWLRQ� WR� PDUNHWV� SHU� VH�� D� PRUH� QXDQFHG



���

FRQVLGHUDWLRQ� RI� KRZ� PDUNHWV� �LQ� FRQGLWLRQV� RI� VHULRXV� GLVHTXLOLEULXP� DQG� LQVWLWXWLRQDO
WUDQVIRUPDWLRQ��UHDOO\�ZRUN�VXJJHVWV�WKDW�WKHVH�PHDVXUHV�DUH�EHWWHU�XQGHUVWRRG�DV�D�IRUP�RI
PDUNHW�ZLVH� SUDJPDWLVP� �0F,QW\UH�� ������� )XUWKHUPRUH�� D� UHFHQW� ODUJH� VWXG\� RI
GLIIHUHQFHV� LQ�5XVVLDQ� UHJLRQDO�SHUIRUPDQFH�E\�YDQ�6HOP� ������� LQGLUHFWO\� VXSSRUWV� WKLV
YLHZ��VKRZLQJ�WKDW�
UHIRUP�UHJLRQV
�SHUIRUPHG�EHWWHU�RQO\�LQ�WHUPV�RI�QRPLQDO�LQFRPHV���

:KHQ� FRKHUHQWO\� FDUULHG� RXW�� WKLV� ORFDO�OHYHO� SDFNDJH� RI� SUDJPDWLF� SROLFLHV� DOORZV� WKH
HYHQWXDO� HPHUJHQFH�RI�PDUNHW� IRUFHV�� EXW�RQO\� DIWHU� VXIILFLHQW� WLPH�KDV� HODSVHG� WR� DOORZ
LQIUDVWUXFWXUDO� GHYHORSPHQW� VXIILFLHQW� WR� SHUPLW� WKHLU� VXFFHVVIXO� IXQFWLRQLQJ�� $
FRPELQDWLRQ� RI� FHUWDLQ� SULFH� DQG� VXSSO\� FRQWURO� PHDVXUHV� VHHPV� WR� KDYH� PDGH� D
FRQWULEXWLRQ� WR� SUHYHQWLQJ� SHUYDVLYH� FULPLQDOL]DWLRQ� RI� HFRQRPLF� OLIH� GXULQJ� WKH� HDUO\
VWDJHV�RI�WKH�WUDQVLWLRQ�SURFHVV��%HFDXVH�FULPLQDOL]DWLRQ�GLG�QRW�GHYHORS�DQG�HQWUHQFK�LWVHOI
LQ� WKHVH� 
UHVLVWDQW� WR�PDUNHW� UHIRUPV
� DUHDV� DW� WKDW� HDUO\� VWDJH��PDUNHWV� DUH� EHWWHU� DEOH� WR
IXQFWLRQ�QRZ��7KHUH�ZDV�D�VXEVWDQWLDO�HFRQRPLF�ORJLF�WR�SROLFLHV�SXUVXHG�LQ�PDQ\�RI�WKHVH
DUHDV��ZKLFK�EHDU�QR� UHVHPEODQFH� WR� WKH� 
SULFH� FRQWUROV�E\�GHFUHH
� FRPPRQO\�PRFNHG� LQ
HFRQRPLFV�WH[WERRNV�

,W�LV�LPSRUWDQW�WR�QRWH�WKH�GLIIHUHQW�ZD\V�LQ�ZKLFK�UHJLRQV�KDYH�PDQDJHG�WKH�VSHFLILF�
ORFDO

IHDWXUHV�RI�WKH�QDWLRQDO�HFRQRPLF�FULVLV��,W�LV�DOVR�XVHIXO�WR�VHDUFK�ORFDO�H[SHULHQFH�IRU�FOXHV
WR�DSSURDFKHV�RU�PHDVXUHV�WKDW�PLJKW�OHDG�WR�LPSURYHG�QDWLRQDO�OHYHO�SROLFLHV�LQ�WKH�IXWXUH�
,Q� WKLV� UHJDUG�� WKH� ORFDO� H[SHULPHQWDOLVP� DQG� LQVWLWXWLRQDO� HYROXWLRQLVP� RI� &KLQD
V
WUDQVLWLRQ� KDYH� JUHDW� LPSOLFDWLRQV� IRU�5XVVLD� DQG� RWKHU� )68� FRXQWULHV�� ,Q� WKH� ODWH� ����V
WKHUH�KDV�EHHQ�D�OLWWOH�GLVFXVVHG�ZDYH�RI� 
GH�SULYDWL]DWLRQ
�LQ�5XVVLD��ZKLFK�GLUHFWO\�UDLVHV
WKH�SRVVLELOLW\�RI��PRUH��ORFDO�OHYHO�RZQHUVKLS�DQG�RSHUDWLRQ�RI�VPDOO��DQG�PHGLXP�VFDOH
SURGXFWLYH�HQWHUSULVHV��7KH�&KLQHVH�VW\OH�RI�IHGHUDOLVP�DQG� ORFDOO\�FRQWUROOHG�79(V�PD\
ZHOO� EH� D� UHDOLVWLF� RSWLRQ� LQ� OLJKW� RI� WKH� FXUUHQW�5XVVLDQ� SROLF\� GHDG�HQG� RQ� ERWK� 
ILVFDO
IHGHUDOLVP
�DQG�
HQWHUSULVH�UHIRUP
�

����� 7KH�HPHUJHQFH�RI�ORFDO�JRYHUQPHQW�SURSHUW\�ULJKWV

'HVSLWH� WKH� VHHPLQJO\� REYLRXV� FRQQHFWLRQV� RI� WKH� LQVWLWXWLRQDO� QHHGV� RI� 5XVVLDQ� ORFDO
DXWKRULWLHV�WR�WKH�OHVVRQV�RI�WKH�&KLQHVH�FDVH��WKHUH�KDV�EHHQ�D�IDLOXUH�WR�QRWLFH�RU�DGPLW�WKH
IROORZLQJ� WZR� LPSRUWDQW� IDFWV�� )LUVW�� PXFK� 5XVVLDQ� DQG� RWKHU� )68� SULYDWL]DWLRQ� LV
WHPSRUDU\�RU�SURYLVLRQDO��$QG�VHFRQG��ORFDO�JRYHUQPHQW�RZQHUVKLS�LV�DOUHDG\�LPSRUWDQW�LQ
5XVVLD�DQG�RWKHU�)68�FRXQWULHV�DQG� LV� OLNHO\� WR�EH�PRUH�VR� LQ� WKH� IXWXUH��7KHUH�DUH�ERWK
VWUXFWXUDO� DQG� EHKDYLRXUDO� UHDVRQV� WR� H[SHFW� IXUWKHU� GHYHORSPHQW� LQ� WKLV� GLUHFWLRQ�� 7KH
VWUXFWXUDO�SRLQW�LV�WKDW�WKHUH�LV�DOUHDG\�PXFK�79(�HTXLYDOHQW�RZQHUVKLS�DQG�WKHUH�ZLOO�EH
PXFK�PRUH�DV�IDLOHG�DQG�FRUUXSWO\�SULYDWL]HG�DVVHWV�IDOO�RXW�RI� 
SULYDWH�KDQGV
�EXW� ODQG� LQ

SXEOLF��EXW�QRW�QDWLRQDO�JRYHUQPHQW��KDQGV
�

������������������������������������������������
���0F,QW\UH������E��PDNHV�WKH�DUJXPHQW�WKDW�1L]KQ\�1RYJRURG�UHSUHVHQWV�D�FDVH�RI�QHDUO\�FRPSOHWH�UHIRUP
IDLOXUH�LQ�WKRVH�DUHDV�IRU�ZKLFK�LW�LV�ZHOO�NQRZQ��DJULFXOWXUH�DQG�FRPPXQDO�VHUYLFHV���)DYRXUDEOH�UHVXOWV�DUH
UHVWULFWHG� WR� WZR� DUHDV�� WKH� VPDOO� HQWHUSULVH� SULYDWL]DWLRQ� GXULQJ� WKH� ���������� SHULRG� ZKHQ� *UHJRU\
<DYOLQVN\� DQG� WKH� 0RVFRZ� FRQVXOWLQJ� JURXS� (3,� &HQWHU� KDG� DQ� DFWLYH� UROH� WKHUH�� DQG� LQ� WKH� FRQWLQXHG
VXFFHVV�RI�*$=��*RUN\�$XWR�=DYRG���7KH�SUR�UHIRUP�5XVVLDQ�EXVLQHVV�SUHVV�DGMXVWHG�WR�WKH�WDUQLVKLQJ�RI�WKH
1L]KQ\�1RYJRURG� 
PRGHO
�E\�PDNLQJ�PRUH�IUHTXHQW�PHQWLRQ�RI�6DPDUD��6HH�DOVR�0F,QW\UH� �����D������F�
DQG�+DQVRQ���������������



���

$�VORZ�SURFHVV�RI�LQIRUPDO�DQG�HYHQ�VRPH�FDVHV�IRUPDO�GH�SULYDWL]DWLRQ�KDV�EHHQ�JRLQJ�RQ
LQ� 5XVVLD�� PRVWO\� UHVXOWLQJ� IURP� DVVXPSWLRQ� E\� ORFDO�OHYHO� DXWKRULWLHV� RI� IXQFWLRQDO
RZQHUVKLS�LQ�FDVHV�RI���D��WKH�GHDWK�RU�LPSULVRQPHQW�RI�ILUVW�UHFLSLHQWV�RI�SULYDWL]HG�VPDOO�
VFDOH�SURGXFWLYH�SURSHUW\��LQ�D�VLWXDWLRQ�ZKHUH�LQKHULWDQFH�ODZ�LV�QRW�WR�EH�WDNHQ�VHULRXVO\
LQ�GHDOLQJ�ZLWK�FDSLWDO�JRRGV�RI�RIWHQ�XQFHUWDLQ�RULJLQV����E��WKH�ORRPLQJ�FROODSVH�RI�ORFDOO\
LPSRUWDQW�SURGXFHUV��DQ�RGG�ODUJH�VFDOH�H[DPSOH�RI�WKLV�LV�WKH�WDNH�RYHU�RI�ERWK�0RVFRZ
DXWR� IDFWRULHV�E\� WKH�FLW\�JRYHUQPHQW��� �F�� WKH�PRUH�JHQHUDO�0RVFRZ�H[DPSOH�� LQ�ZKLFK
WKH�FLW\�JRYHUQPHQW�KDV�D�ODUJH�HTXLW\�VKDUH�LQ�YLUWXDOO\�DOO�:HVWHUQ�'),�LQ�0RVFRZ�SURSHU
DQG� LV� WKH� IRXQGHU� RI� QXPHURXV� ORFDOO\� LQLWLDWHG� HQWHUSULVHV�� )RUPDO� GH�SULYDWL]DWLRQ� KDV
RFFXUUHG� LQ� FDVHV� ZKHUH� OHJDO� UH�HYDOXDWLRQ� RI� SULYDWL]DWLRQ� DUUDQJHPHQWV� KDV� RFFXUUHG�
6LQFH� YHU\� PDQ\� 5XVVLDQ� SULYDWL]DWLRQV� FDQ� EH� SODXVLEO\� GHVFULEHG� DV� LOOHJDO�� DOPRVW
DQ\WKLQJ�PLJKW�EH�IDLU�JDPH�IRU�ORFDO�JRYHUQPHQWV�LQ�WKH�IXWXUH��.DOXJD�REODVW�LV�RQH�DUHD
ZKHUH�WKHUH�KDV�EHHQ�D�TXLHW�EXW�V\VWHPDWLF�UHZRUNLQJ�RI�SULYDWL]DWLRQ�GHFLVLRQV�

%HFDXVH�RI�WKH�GHVLUH�RI�VR�FDOOHG� 
PDUNHW�UHIRUPHUV
�WR�SUHYHQW�GLVFXVVLRQ�RI�DOWHUQDWLYHV
�VLQFH� WKHLU� SURJUDPPH� GLG� DQG� GRHV� WRWDOO\� FRQWUDGLFW� VRFLDO� RSLQLRQV� RQ� HTXLW\� DQG
SURSULHW\��� VHFUHF\� ZDV� DQG� LV� UHTXLUHG�� 7KLV� KDV� SURGXFHG� LQ� 5XVVLD� DQG� HOVHZKHUH
PDVVLYH� GHYHORSPHQWDOO\� G\VIXQFWLRQDO� FRUUXSWLRQ�� FRPSOHWHO\� RSSRVLWH� LQ� FKDUDFWHU� DQG
IXQFWLRQDO� LPSOLFDWLRQV� WR�ZKDW�$PVGHQ�KDV� GHVFULEHG� DV� 
SDWULRWLF� FRUUXSWLRQ
� �$PVGHQ�
�������7KLV�
DQWL�SDWULRWLF�FRUUXSWLRQ
�KDV�EHHQ�FDXVHG�E\�WKH�PHWKRGV�RI�5XVVLD
V�VR�FDOOHG
UHIRUPHUV� WKHPVHOYHV�� 7KH� ODFN� RI� DVVHQW� DW� WKH� VDPH� WLPH� ZRXOG� PDNH� DQ\� UHIRUP
DFFRPSOLVKPHQWV�VXEMHFW� WR� UHYHUVDO��0RUH�DWWHQWLRQ� WR� WKH�1HZ�(FRQRPLF�3ROLF\� �1(3�
PRGHO� DQG� OHVV� WR� WUDQVSODQWLQJ� $QJOR�$PHULFDQ�W\SH� ILQDQFLDO� LQVWLWXWLRQDO� YDULHW\� DQG
WROHUDQFH� RI� LQVWLWXWLRQV� ZRXOG� LPSURYH� 5XVVLD
V� FKDQFHV� IRU� DFKLHYLQJ� D� FLYLOL]HG� DQG
SURVSHURXV�IXWXUH��([DFWO\�LQ�WKDW�VSLULW�ZH�VXJJHVW�WKDW�D�79(�OLNH�IRUP�RI�RZQHUVKLS�DQG
JRYHUQDQFH�VWUXFWXUH�LV�SROLWLFDOO\�DWWUDFWLYH�LQ�5XVVLD�DQG�HOVHZKHUH�

7KH� VXUYLYDO� SUHVVXUHV� EHDULQJ� GRZQ� RQ� ORFDO� DGPLQLVWUDWLRQV� DUH� OLNHO\� WR� HQFRXUDJH
DGRSWLRQ�RI�FHUWDLQ�IHDWXUHV�RI�WKH�&KLQHVH�UHIRUP�SDWK��VSHFLILFDOO\�WKH�ULVH�RI�VRPH�K\EULG
IRUP�RI�ORFDO�VRFLDO�RZQHUVKLS�RI�VPDOO�� DQG�PHGLXP�VL]HG�SURGXFWLYH�HQWHUSULVH��$V� WKH
FXUUHQW�ZDYH� RI� VPDOO�VFDOH� GH�SULYDWL]DWLRQ� �GXH� WR� WKH� GHDWK� RU� FULPLQDO� FRQYLFWLRQ� RI
RULJLQDO� KROGHUV� RI� SULYDWL]HG� HQWLWLHV�� FRQWLQXHV�� WKH� FKRLFH� RI� UH�SULYDWL]DWLRQ� RU� GLUHFW
REODVW�PXQLFLSDO�RSHUDWLRQ�SRVHV�LWVHOI��,W�LV�SRVVLEOH�WKDW�LQ�D�IHZ�\HDUV�5XVVLD��DZD\�IURP
0RVFRZ� DQG� D� IHZ� RWKHU� ODUJH� FLWLHV�� ZLOO� KDYH� DFTXLUHG� VRPHWKLQJ� DQDORJRXV� WR� WKH
&KLQHVH�PL[WXUH�RI�ORFDO�LQVWLWXWLRQDO�IRUPV�

,URQLFDOO\� WKH� FLW\� RI� 0RVFRZ�� RIWHQ� PLVWDNHQO\� VHHQ� DV� WKH� VKRZFDVH� RI� 5XVVLDQ� 
IUHH
PDUNHW� UHIRUP
�� ZDV� H[HPSWHG� HQWLUHO\� IURP� PRVW� QDWLRQDO� SULYDWL]DWLRQ� GHFLVLRQV� DQG
SROLFLHV�� DQG� KDV� UXQ� DQ� DFWLYH� DQG� FRPSOH[� LQGXVWULDO� SROLF\�� ,W� KDV� QRW� DFFLGHQWDOO\
EHFRPH�WKH�HIIHFWLYH�RZQHU�RI�ERWK�RI�WKH�0RVFRZ�DXWRPRELOH�SODQWV��=LO�DQG�0RVNYLWFK�
,W�RZQV� ODUJH� HTXLW\� VKDUHV� LQ�YLUWXDOO\� DOO� GLUHFW� IRUHLJQ� LQYHVWPHQW�SURMHFWV� LQ�0RVFRZ
SURSHU� DQG� KDV� EHJXQ� WR� LQFRUSRUDWH� WKH� VXUURXQGLQJ�0RVFRZ�2EODVW� LQWR� LWV� HFRQRPLF
GHYHORSPHQW� VFKHPHV�� 7KLV� 0RVFRZ� &LW\� GHYHORSPHQW� SHUKDSV� DUJXHV� IRU� D� EURDGHU
DSSOLFDWLRQ� RI� WKH� DSSURDFK� VXJJHVWHG� KHUH�� ZKLFK� PD\� DW� ILUVW� JODQFH� DSSHDU� WR� EH� D
VXUYLYDO�VWUDWHJ\�VXLWDEOH�RQO\�IRU� 
VPDOO�WRZQV�LQ�GHSUHVVHG�DUHDV
��3DUDOOHO�GHYHORSPHQWV
VKRXOG�EH�H[SHFWHG�ZKHQHYHU�WKHUH�LV�D�ORRPLQJ�FROODSVH�RI�ORFDOO\�LPSRUWDQW�SURGXFHUV��$
QXPEHU�RI� LQWHUHVWLQJ�H[DPSOHV�RI� WKLV�HPHUJHG�GXULQJ�WKH� 
FULVLV�SHULRG
�DIWHU����$XJXVW
������LQFOXGLQJ�LQ�(NDWHULQEXUJ�DQG�HOVHZKHUH��8O\DQRYVN��DJDLQ��
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��� :KDW�REVWUXFWV�)68�LQ�GUDZLQJ�OHVVRQV�IURP�&KLQD"

����� 7KH�VLPSOH�GLFKRWRP\�RI�RZQHUVKLS�IRUPV�LQ�WKH�WUDQVLWLRQ

)RU�D�VHULHV�RI�UHDVRQV�WKH�FRPSDUDWLYH�V\VWHPV�LPSOLFDWLRQV�RI�ERWK�WKH�EURDGHU�&KLQHVH
WUDQVLWLRQ� H[SHULHQFH� DQG� WKH� 79(� GHYHORSPHQW� LQ� SDUWLFXODU� KDYH� QRW� EHHQ� YHU\� ZHOO
DSSUHFLDWHG�LQ�WKH�GLVFXVVLRQV�ZKDW�WR�GR�LQ�5XVVLD�DQG�RWKHU�)68�FRXQWULHV��,Q�DGGLWLRQ�WR
WKH�SDUWLFXODUO\�LQWHQVH�5XVVLDQ�GHVLUH�WR�OHDUQ�QRWKLQJ�IURP�&KLQD��RWKHU�LPSRUWDQW�UHDVRQV
IRU�WKLV�JDS�LQFOXGH�

��� 7KH�ZLGH�DFFHSWDQFH�RI� WKH� ODUJHO\� LGHRORJLFDO� 
UHMHFWLRQ�RI� WUDQVSODQWV
� DQG� 
QR� WKLUG
ZD\
�SURSRVLWLRQV�

��� 7KH�SUHYDOHQFH�LQ�UHSRUWLQJ�DQG�DQDO\VLV�RI�&KLQHVH�HFRQRPLF�GHYHORSPHQW�RI�D�IDOVH
GLFKRWRP\�RI�

QDWLRQDOO\
FRQWUROOHG
62(V

YHUVXV
FRQYHQWLRQDO

SULYDWH
RZQHUVKLS

+RZHYHU�� HYHQ� GXULQJ� WKH� 
FODVVLFDO� UHIRUP� SHULRG
� &KLQHVH� FRQGLWLRQV� UHTXLUH� D� PRUH
FRPSOH[�IRXU�ZD\�GLYLVLRQ�RI�RZQHUVKLS�IRUPV�

QDWLRQDOO\
FRQWUROOHG
62(V

�
ORFDOO\
FRQWUROOHG
62(V

�
WRZQVKLS�YLOODJH
HQWHUSULVHV
�79(V�

�
FRQYHQWLRQDO
SULYDWH
RZQHUVKLS

$�IXUWKHU�SUROLIHUDWLRQ�RI�RZQHUVKLS�IRUPV�KDV�RFFXUUHG�GXULQJ�WKH�VHFRQG�VWDJH�RI�UHIRUPV
DIWHU� ������ SDUWLFXODUO\� GXULQJ� WKH� SURFHVV� RI� VPDOO� FRUSRUDWL]DWLRQ� DQG� RWKHU� RZQHUVKLS
UHVWUXFWXULQJ��7KHUHIRUH�HYHQ�WKLV�H[SDQGHG�IRXU�ZD\�W\SRORJ\�UHTXLUHV�TXDOLILFDWLRQV�DQG
IXUWKHU� VXE�GLYLVLRQV� WR� IXOO\� HQFRPSDVV� WKH� ULFK� LQVWLWXWLRQDO� YDULHW\� GHVFULEHG� LQ� WKH
DERYH�FKDSWHUV�

��� 7KH�DVVXPSWLRQ�WKDW�WKH�G\QDPLVP�RI�WKH�79(�VHFWRU�PXVW�DOUHDG\�KDYH�SHDNHG��ZKLFK
LV�VXSSRUWHG�E\�DQ�H[DJJHUDWHG�VHQVH�RI�WKH�VL]H��UROH�DQG�WHFKQLFDO�FRPSOH[LW\�RI�WKH
SXUHO\�SULYDWH�VHFWRU�

�� 7KH� IDLOXUH� WR� QRWLFH� WKDW� WKH�PXFK�KHUDOGHG� LQWHQVLILFDWLRQ� RI� HIIRUWV� WR� UHIRUP� WKH
62(�VHFWRU�DIWHU� WKH�GHDWK�RI�'HQJ�ZDV�OHDGLQJ�WR�WKH� IXUWKHU�H[SDQVLRQ�RI� WKH�79(
VHFWRU�UDWKHU�WKDQ�WR�UHDO�
EDQNUXSWFLHV
�DQG�XOWLPDWH�SULYDWL]DWLRQ�

����� 1HR�FODVVLFDO�KHJHPRQ\�LQ�PRVW�WUDQVLWLRQ�HFRQRPLHV

,Q� UHMHFWLQJ� WKH� 6RYLHW�W\SH� HFRQRPLF�SROLWLFDO� V\VWHP� D� EURDG� VSHFWUXP� RI� 5XVVLDQ� DQG
HDVW�FHQWUDO� (XURSHDQ� LQWHOOHFWXDOV� DQG� QHZ� JRYHUQPHQW� IXQFWLRQDULHV� KDYH� UXVKHG� WR
HPEUDFH� D� VWDUNO\� LGHRORJL]HG� DQG� HPSLULFDOO\� XQJURXQGHG� YHUVLRQ� RI� IUHH�PDUNHW
FDSLWDOLVP� �6WLJOLW]�� ������� ,W� KDV� EHHQ� DUJXHG� �0F,QW\UH�� ����D�� WKDW� D� FRPPRQ
LGHRORJLFDO�VXE�WH[W�RI�WKH�QHR�FODVVLFDO�SHUVSHFWLYH�OHG�WR�D�IDLOXUH�WR�WKLQN�FOHDUO\�DERXW



���

WKH�VKRUW�UXQ�VHOHFWLRQ�PHFKDQLVPV�DQG�WKH�GLYHUJHQFH�RI�VKRUW�UXQ�IURP�ORQJ�UXQ�VXUYLYDO
FKDUDFWHULVWLFV� XQGHU� WKH� SHFXOLDU� FLUFXPVWDQFHV� RI� WKH� WUDQVIRUPDWLRQ� SURFHVV�� 7KH
KHJHPRQLF�SRVLWLRQ�RI�WKLV�PL[WXUH�RI�VLPSOH�FRQWLQJHQW�DQDO\WLFDO�SURSRVLWLRQV�DQG�SXUHO\
LGHRORJLFDO� DVVHUWLRQV� VHHPV� WR� KDYH� LQGXFHG�PRVW� RI� WKH� (DVWHUQ� (XURSHDQ� DQG� IRUPHU
6RYLHW�8QLRQ� JRYHUQPHQWV� WR� IRFXV� WKHLU� DWWHQWLRQ� RQ� FUHDWLQJ� WKH� VXSHUILFLDO� DVSHFWV� RI
PDUNHW�PRGHUQLW\�� EXW� LQ� PDQ\� FDVHV� LJQRUH� WKH� LQVWLWXWLRQDO� UHTXLUHPHQWV� IRU� VXFFHVV
XQGHU�WKH�DFWXDOO\�H[LVWLQJ�FRQGLWLRQV�RI�WKH�FRQWHPSRUDU\�FDSLWDOLVW�ZRUOG�PDUNHW�

2QO\�YHU\�ODUJH�FRXQWULHV��ZKLFK�DUH�DLGHG�E\�GLVWDQFH�DQG�V\VWHPLF�ULVN�ILOWHUV�FDQ��HYHQ
LQ�SULQFLSOH��H[HUFLVH�LQGHSHQGHQW�HFRQRPLF�SROLF\�XQGHU�VXFK�FRQGLWLRQV��&KLQD�KDV�GRQH
WKLV��5XVVLD�GHVSLWH�PXFK�PRUH�IDYRXUDEOH�LQLWLDO�FRQGLWLRQV�KDV�FDWDVWURSKLFDOO\�IDLOHG�WR
GR� VR� �1RODQ�� ������ 6WLJOLW]�� ������� ,Q� &KLQD� D� YHU\� GLIIHUHQW� SDWK� ZDV� IROORZHG�� %ULHI
UHIHUHQFH�WR�WKH�ORJLF�RI�IDLOXUH�HOVHZKHUH�WKURZV�WKH�&KLQHVH�SDWK�LQWR�VKDUS�UHOLHI�

����� ,GHRORJLFDO�KHJHPRQ\�DQG�
QR�WKLUG�ZD\
�PD[LPV

5DWKHU� WKDQ� EHLQJ� D� VLPSOLILHG� VXPPDU\� RI� D� VFLHQWLILFDOO\� WHQDEOH� VHW� RI� FRQFOXVLRQV�
DVVHPEOHG�RQ�WKH�EDVLV�RI�FDUHIXO�ZHLJKLQJ�RI�HYLGHQFH�DQG�H[SHULHQFH��WKH�1R�7KLUG�:D\
SUHVXSSRVLWLRQV� DUH� VLPSO\� LGHRORJLFDO� DVVHUWLRQV�� 7KHVH� VHGXFWLYH� DUJXPHQWV� GLUHFWO\
FRQWUDGLFW� WKH� GHYHORSPHQWDO� OHVVRQV� WR� EH� GUDZQ� IURP� GLYHUVH� HDVWHUQ� (XURSHDQ
H[SHULHQFH�EHIRUH������� WKH�KLVWRULFDO� SDWWHUQV� IRXQG� LQ� DGYDQFHG�FDSLWDOLVW� FRXQWULHV� IRU
WKH�ODVW�FHQWXU\��WKH�
QHZO\�LQGXVWULDOL]HG
�$VLDQ�FRXQWULHV�DIWHU�:RUOG�:DU�,,��DQG�UDSLGO\
DFFXPXODWLQJ� HYLGHQFH� IURP� WKH�SHULRG� DIWHU������ LQ� HDVWHUQ�(XURSH� DQG� WKH�)68��7KH\
ODFN� VHULRXV� VFLHQWLILF� FRQWHQW�� \HW� OLH� DW� WKH� EDVH� RI� WKH� VWDQGDUG� WUDQVLWLRQ� VWUDWHJLHV
�WUDQVLWLRQ�RUWKRGR[\��SUHVFULEHG�IRU�H[�6RYLHW�W\SH�HFRQRPLHV�

$SRORJLVWV� IRU� FRQYHQWLRQDO� DSSURDFKHV� RIWHQ� DUJXH� WKDW� VKRFN� WKHUDS\� LV� D� GHDG� LVVXH�
HLWKHU�KDYLQJ�RFFXUUHG�DV�DQ�HDUOLHU�EXW�QR�ORQJHU�UHOHYDQW�HYHQW�RU�QHYHU�UHDOO\�RFFXUULQJ�
7KLV� LV� VLPSO\� DQ� HYDVLRQ�� VLQFH� VORZHU� RU� VWHS�E\�VWHS� DSSOLFDWLRQ� RI� WKH� VDPH
IXQGDPHQWDOO\�ZURQJ�SROLF\�SURGXFHV� FRPSDUDEOH�EXW�PRUH�GUDZQ�RXW�GLVDVWHU��7KH� ILUVW
UXVK�RI�H[FLWHPHQW�ZLWK�VKRFN�WKHUDS\�LV�ORQJ�SDVW�DQG�PDQ\�SUDJPDWLF�FRPSURPLVHV�KDYH
HPHUJHG� GHVSLWH� WKH� DEVROXWLVW� G\QDPLFV� RI� WKH� SROLFLHV� LW� LQVSLUHV�� EXW� WKH� ORJLF� RI� WKH
DSSURDFK� UHPDLQV� DW� WKH� FRUH� RI� PXFK� RI� WKH� SROLF\�UHOHYDQW� GLVFXVVLRQ� E\� ERWK
JRYHUQPHQWDO�DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV�RI�ZKDW�WR�GR�QH[W�LQ�WKHVH�FRXQWULHV��1RW�E\
DFFLGHQW�GLG�WKH�QHZ��UHWUHDGHG��&KXEDLV�1HPWVRY�WHDP�LQ�5XVVLD�LQ��������LPPHGLDWHO\
HFKR�WKH�DVVXPSWLRQV�DQG�UKHWRULF�RI�WKH�*DLGDU�SROLF\�GLVDVWHUV�RI��������

7KH� ILUPO\� HVWDEOLVKHG� FRQYHQWLRQDO� ZLVGRP� DERXW� PDUNHWV� DQG� PDUNHW� UHIRUP� ZKLFK
SURYLGHV�WKH�LQWHOOHFWXDO�JURXQGLQJ�IRU�WKHVH�SROLFLHV�KDV�EHHQ�DSSOLHG�DFURVV�D�EURDG�UDQJH
RI� FRXQWULHV� DQG� FRQGLWLRQV�� 7KH� 
UHMHFWLRQ� RI� WUDQVSODQWV
� DQDORJ\� O\LQJ� EHKLQG� WKLV
DSSURDFK�KDV�WZR�GLVWLQFW�VXE�SRLQWV�WKDW������RQO\�ODUJH�UHIRUPV�FDQ�ZRUN��DQG�����PL[HG
LQVWLWXWLRQV�FDQQRW�VXUYLYH�

%HFDXVH�RI�WKH�DGRSWLRQ�RI�WKLV�SHUVSHFWLYH�DV�SDUW�RI�WKH�VR�FDOOHG�
:DVKLQJWRQ�&RQVHQVXV

PRVW�:HVWHUQ�DQDO\VWV�KDYH�PLVXQGHUVWRRG�RU�VLPSO\�QRW�FRQVLGHUHG������WKH�DOUHDG\�PL[HG
QDWXUH� RI� 6RYLHW�W\SH� V\VWHPV�� ���� WKH� VSHFLDO� FKDUDFWHULVWLFV� RI� WKH� FRQVWLWXHQW
SURGXFWLRQ�VHWWOHPHQW�XQLWV��DQG�����WKH�SRWHQWLDO�IRU�WKH�FRH[LVWHQFH�RI�ROG�HOHPHQWV�ZLWK
WKH�HPHUJLQJ�QHZ�IHDWXUHV��6WLJOLW]��������������0F,QW\UH������E������D���:KHQ�V\VWHPV�



���

OHYHO�VWUXFWXUDO�DGMXVWPHQW�SROLFLHV�DUH�DSSOLHG� LQ� WKLV�PDQQHU��ZLWKRXW� WDNLQJ� DFFRXQW�RI
WKH� VSHFLDO� ZRUNLQJ� DUUDQJHPHQWV� RI� WKH� ROG� V\VWHP�� WKH\� UHVXOW� LQ� ODUJHO\� GHVWUXFWLYH
PLFUR�� DQG� PHVR�OHYHO� HIIHFWV�� 7KH� GHVWUXFWLRQ� FDXVHG� E\� WKHVH� PDUNHWL]DWLRQ� DQG
SULYDWL]DWLRQ� SROLFLHV�ZDV� FDSULFLRXV�� IDLOLQJ� WR� SUHVHUYH� WKRVH� DVSHFWV� RI� WKH� ROG� V\VWHP
ZKLFK� KDG� DQG� KDYH� IXWXUH� GHYHORSPHQW� SRWHQWLDO�� HQFRXUDJLQJ� D� VKRUW�WHUP� VSHFXODWLYH
PHQWDOLW\� DQG� XVH� RI� UHVRXUFHV�� ZKLOH� EXLOGLQJ� XS� SROLWLFDO� WHQVLRQV� XQOLNHO\� WR� EH
FRQVLVWHQW�ZLWK�FRQWLQXHG�GHPRFUDWLF�SURFHVV��$PVGHQ�HW�DO���������

7KH�SRLQW�WR�EH�HPSKDVL]HG�KHUH�LV�WKDW�WKLV�LV�D�VXEMHFW�DERXW�ZKLFK�REVHUYHUV�DQG�DQDO\VWV
KDYH�YHU\�VWURQJ�SUHVXSSRVLWLRQV�DQG�WKHVH�VDPH�SUHVXSSRVLWLRQV�DUH�QRW�E\�DFFLGHQW�EXLOW
LQWR�WKH�WKHRUHWLFDO�VWUXFWXUH�ZKLFK�IRUPV�WKH�FRUH�RI�PRVW�DQDO\VLV�RI�WUDQVLWLRQ�HFRQRPLHV�
7KLV� LV�QRW�EDG�RU�JRRG��EXW� LW� LV� LPSRUWDQW� WR�QRWLFH��'HVSLWH�WKLV�ZLGHVSUHDG�WHQGHQF\�WR
WKLQN� LQ� WHUPV�RI�SXUH�PRGHOV�� DOO�RI� WKH�ZRUOGV�DFWXDO� HFRQRPLF� V\VWHPV�FRPELQH�PDUNHW�
FRPPDQG�DQG�WUDGLWLRQDO�HOHPHQWV�


7KHUH� LV� QR� HYLGHQFH� WKDW� PL[HG� V\VWHPV� DUH� XQVWDEOH� RU� WHQG� WR� EHFRPH

PRUH�SXUH
�WKURXJK�DQ\�NLQG�RI�'DUZLQLDQ�VHOHFWLRQ�SURFHVV��7KH�ILWQHVV�DQG
VXUYLYDELOLW\�RI�SDUWLFXODU�LQVWLWXWLRQDO�FRPELQDWLRQV�DSSHDU�WR�EH�PXFK�PRUH
D� TXHVWLRQ� RI� WKH� FRKHUHQFH� DQG� FRPSDWLELOLW\� RI� WKH� LQFHQWLYH� DQG
LQIRUPDWLRQ� IORZ� FKDUDFWHULVWLFV� RI� WKH� FRPSRQHQWV�� WKH� LQWHUQDO� SROLWLFDO
VLWXDWLRQ�DQG�WKH�VXUURXQGLQJ�ZRUOG�PDUNHW�FRQGLWLRQV��ZKLFK�KDYH�DV�ZHOO�D
SROLWLFDO�GLPHQVLRQ�
��0F,QW\UH������F�


7KH�PDLQ�OHVVRQ�IURP�WKH�&KLQHVH�H[SHULHQFH�LV�WKDW�FRQVLGHUDEOH�JURZWK�LV
SRVVLEOH� ZLWK� VHQVLEOH� EXW� QRW� SHUIHFW� LQVWLWXWLRQV�� DQG� VRPH� 
WUDQVLWLRQDO
LQVWLWXWLRQV
�FDQ�EH�PRUH�HIIHFWLYH�WKDQ�
EHVW�SUDFWLFH�LQVWLWXWLRQV
�IRU�D�SHULRG
RI�WLPH�EHFDXVH�RI�WKH�VHFRQG�EHVW�SULQFLSOH��UHPRYLQJ�RQH�GLVWRUWLRQ�PD\�EH
FRXQWHU�SURGXFWLYH�LQ�WKH�SUHVHQFH�RI�DQRWKHU�GLVWRUWLRQ�
��4LDQ�������

����� &DQ�WKH�PRWLYH�IRUFHV�RI�WKH�&KLQHVH�PLUDFOH�EH�PRELOL]HG�HOVHZKHUH"

7KH� G\QDPLVP� DQG� VXVWDLQHG� VXFFHVV� RI� &KLQD
V� WUDQVLWLRQ� LQ� JHQHUDO� DQG� WKH� 79(
GHYHORSPHQW� LQ� SDUWLFXODU� RIIHU� D� VHULHV� RI� OHVVRQV� WKDW� DUH� KRSHIXO� IRU� RWKHU� FRXQWULHV
FXUUHQWO\�XQGHUJRLQJ�WUDQVLWLRQ��7KH�&KLQHVH�H[SHULHQFH�VXJJHVWV�WKH�EURDG�DGDSWDELOLW\�RI
D�YDULHW\�RI�IRUPV�RI�ORFDO�DUHD�DQG�ZRUNHU�RZQHUVKLS�ZKLFK�DUH�FRQYHQLHQWO\�YHU\�PXFK
OLNH�ZHOO�HVWDEOLVKHG�FR�RSHUDWLYH�DQG�SDUWQHUVKLS�IRUPV�LQ�DGYDQFHG�FDSLWDOLVW�FRXQWULHV��,W
VXJJHVWV� WKDW�XQGHU�SURSHU� VXUURXQGLQJ�FRQGLWLRQV� WKHVH� HQWLWLHV� FDQ� VXFFHVVIXOO\� LQWHUDFW
ZLWK�D�ZLGH�YDULHW\�RI�GLIIHUHQW�RZQHUVKLS�DQG�PDQDJHPHQW�IRUPV��LQFOXGLQJ�MRLQW�YHQWXUHV
ZLWK�IRUHLJQ�ILUPV���RSHUDWH�LQ�PDQ\�GLIIHUHQW�SURGXFW�DUHDV��UDQJLQJ�IURP�VLPSOH�EXLOGLQJ
PDWHULDOV�WR�DGYDQFHG�HOHFWURQLF�GHYLFHV��DQG�IXQFWLRQ�DW�GLYHUVH�WHFKQRORJLFDO�OHYHOV��7KLV
&KLQHVH�H[SHULHQFH�FDQQRW�EH�VLPSO\�DQG�GLUHFWO\�FRSLHG��EXW� LI�UHDVRQDEOH�LQWHUSUHWHG�� LW
QHHG� QRW� EH�� 7KDW� LV� EHFDXVH� LW� SHUIRUPV� WKH� XVHIXO� IXQFWLRQ� RI� GLVSURYLQJ� WKH� FRUH
DVVXPSWLRQV� RI� PXFK� RI� WKH� :HVWHUQ� HFRQRPLF� DGYLFH� WR� 5XVVLD� DQG� VRPH� RWKHU� )68
FRXQWULHV�WKDW�WR�KDYH�VXFFHVV�LQ�WKH�WUDQVIRUPDWLRQ�SURFHVV�D�FRXQWU\�PXVW�PRYH�WR�$QJOR�
$PHULFDQ� VW\OH� RZQHUVKLS� IRUPV� TXLFNO\� DQG� H[FOXVLYHO\�� $WWHPSWV� WR� GXSOLFDWH� $QJOR�
$PHULFDQ� W\SH� GHWDLOV� PD\� QRW� EH� ZLVH�� DQG� DUH� FHUWDLQO\� QRW� DQ� LQHYLWDEOH� IHDWXUH� RI
VXFFHVVIXO� HIIRUWV� WR� DGRSW� 
PDUNHW� DUUDQJHPHQWV
�� ,Q� GHPRQVWUDWLQJ� WKLV� IDFW� WKH�&KLQHVH



���

UHIRUP� H[SHULHQFH� RSHQV� XS� WKH� UDQJH� RI� SRVVLELOLWLHV� IRU� RWKHU� WUDQVLWLRQ� HFRQRPLHV�� ,W
VXJJHVWV�D�QXPEHU�RI�SRVVLEOH�SDWKV�RXW�RI�WKH�FXUUHQW�SROLF\�GHDG�HQG�

7KLV� RI� FRXUVH� OHDYHV� RSHQ� WKH� EHKDYLRXUDO� TXHVWLRQ� RI� WKH� H[WHQW� WR� ZKLFK� 5XVVLDQ�
8NUDLQLDQ�� HWF��� ORFDO�OHYHO� JRYHUQPHQWDO� ERGLHV� FDQ� FRPH� WR� H[KLELW� &KLQHVH�W\SH
IXQFWLRQDO� IHDWXUHV"�&DQ�ELQGLQJ�EXGJHW� FRQVWUDLQWV� HPHUJH�XQGHU� FRQWHPSRUDU\�5XVVLDQ
RU�8NUDLQLDQ�FRQGLWLRQV"�7KHUH�DUH�DOUHDG\�IHZ�VXEVLGLHV� IURP�WKH�FHQWUH��EXW�REODVW�DQG
FLW\�JRYHUQPHQWV�PD\�QRW�WDNH�WKH�WRXJK�PDQDJHULDO�DSSURDFK�WR�WKHLU�HQWHUSULVHV�WKDW�KDYH
FKDUDFWHUL]HG�PRVW� ORFDO�OHYHO� DXWKRULWLHV� LQ�&KLQD� LQ� WKH� ����V��7KH� SUHYDOHQFH� RI�QRQ�
PRQH\� PHDQV�RI�SD\PHQW� �GLUHFW� DQG� PXOWL�SDUW\� EDUWHU� DV� ZHOO� DV� SD\PHQW�LQ�NLQG� RI
ZDJHV�� ZKLFK� KDV� VSHFLDO� GLVDGYDQWDJHV� IRU� VPDOO� HQWLWLHV�� PDNHV� WKLV� VLWXDWLRQ� KDUG� WR
HYDOXDWH��HYHQ�LQ�FDVHV�ZKHUH�D�ORFDO�JRYHUQPHQW�ZDQWV�WR�EH�VWHUQ�PDVWHU�

7KHUH� LV� HYHU\� UHDVRQ� WR� H[SHFW� D� &KLQHVH�W\SH� ORFDO� RZQHUVKLS� VWUXFWXUH� WR� HPHUJH� LQ
5XVVLD� DQG� QR� UHDVRQ� QRW� WR� H[SHFW� WKH� VDPH� NLQG� RI� LQFHQWLYH�ORJLF� WR� ZRUN� WKHUH�� LI
VXIILFLHQWO\� RSHQ� RSHUDWLQJ� FRQGLWLRQV� FDQ� EH� HVWDEOLVKHG�� %RWK� XQGHUVWDQGLQJ� LQ� JUHDWHU
GHWDLO�KRZ�WKLV�DSSURDFK�ZRUNHG�LQ�&KLQD�DQG�ILQGLQJ�ZD\V�LQ�ZKLFK�WKHVH�IRUFHV�FDQ�EH
PRELOL]HG� LQ� FRQWHPSRUDU\� 5XVVLDQ� DQG� RWKHU� )68� FRQGLWLRQV� DUH� YLWDO� WDVNV� IRU� SXEOLF
SROLF\�UHVHDUFK�



���

5()(5(1&(6

$GPDWL�� $�� 5�� DQG� 3�� 3IOHLGHUHU� �������� 
5REXVW� )LQDQFLDO� &RQWUDFWLQJ� DQG� WKH� 5ROH� RI
9HQWXUH�&DSLWDOLVWV
��-RXUQDO�RI�)LQDQFH����������������

7KH�$OPDQDF�RI�&KLQD
V�(FRQRP\� �YDULRXV� LVVXHV��� HGLWHG�E\� WKH�(GLWRULDO�&RPPLWWHH�RI
7KH�$OPDQDF�RI�&KLQD
V�(FRQRP\��$OPDQDF�RI�&KLQD
V�(FRQRP\�3UHVV��%HLMLQJ�

$PVGHQ��$�� ��������$VLD
V� 1H[W�*LDQW�� 6RXWK� .RUHD� DQG� /DWH� ,QGXVWULDOL]DWLRQ�� 2[IRUG
8QLYHUVLW\�3UHVV��1HZ�<RUN�

$PVGHQ��$���0��,QWULOLJDWRU��5��0F,QW\UH�DQG�/��7D\ORU��������� 
$PHULFDQ�([SHUW�5HSRUW�
6WUDWHJLHV�IRU�D�9LDEOH�7UDQVLWLRQ��/HVVRQV�IURP�WKH�3ROLWLFDO�(FRQRP\�RI�5HQHZDO
��SDSHU
SUHVHQWHG�DW�D�FRQIHUHQFH�KHOG�LQ�0RVFRZ��������-XQH�

$RNL�� 0�� �������� 
&RQWUROOLQJ� ,QVLGHU� &RQWURO�� ,VVXHV� RI� &RUSRUDWH� *RYHUQDQFH� LQ
7UDQVLWLRQDO�(FRQRPLHV�
�LQ�$RNL�DQG�.LP�

$RNL�� 0�� DQG� +�.�� .LP� �������� &RUSRUDWH� *RYHUQDQFH� LQ� 7UDQVLWLRQDO� (FRQRPLHV�
,QVLGHU�&RQWURO�DQG�WKH�5ROH�RI�%DQNV��:RUOG�%DQN��:DVKLQJWRQ��'&�

%DL��&���'��'��/L�DQG�<��:DQJ���������
(QWHUSULVH�3URGXFWLYLW\�DQG�(IILFLHQF\��:KHQ�LV�8S
5HDOO\�'RZQ
��-RXUQDO�RI�&RPSDUDWLYH�(FRQRPLFV���������������

%DL�� &��� '�� '�� /L�� <�� 4LDQ� DQG� <�� :DQJ� �������� 
$QRQ\PRXV� %DQNLQJ� DQG� )LQDQFLDO
5HSUHVVLRQ�� +RZ� 'RHV� &KLQD
V� 5HIRUP� /LPLW� WKH� *RYHUQPHQW
V� 3UHGDWLRQ� ZLWKRXW
5HGXFLQJ�,WV�5HYHQXH"
��PLPHR��6WDQIRUG�8QLYHUVLW\�

%DL�� /�� �HG��� �������� 7KH� 'LDORJXHV� LQ� :HQ]KRX� �LQ� &KLQHVH��� *XDQJ[L� 3HRSOH
V� 3UHVV�
1DQQLQJ�

%HUHQG�� ,�� 7�� �������� 7KH� +XQJDULDQ� (FRQRPLF� 5HIRUP�� &DPEULGJH� 8QLYHUVLW\� 3UHVV�
&DPEULGJH�

%L��-�������D���
7KH�3UHVHQW�6LWXDWLRQ�DQG�&KDUDFWHULVWLFV�RI�8WLOL]LQJ�)RUHLJQ�,QYHVWPHQW�LQ
6KDQJKDL
��5HIHUHQFH�0DWHULDO�IRU�(FRQRPLF�5HVHDUFK��-LQJML�<DQMLX�&DQNDR��LQ�&KLQHVH��
�����������

%L�� -�� �����E��� 
7KH�0DLQ� )RUPV� RI� 2OG� &KLQHVH� (QWHUSULVHV
� *UDIWLQJ� )RUHLJQ� &DSLWDO
�
5HIHUHQFH�0DWHULDO�IRU�(FRQRPLF�5HVHDUFK��-LQJML�<DQMLX�&DQNDR��LQ�&KLQHVH������������

%ODFN��%���������� 
6KDUHKROGHU�3DVVLYLW\�5H�H[DPLQHG
��0LFKLJDQ�/DZ�5HYLHZ������������
����



���

%ODLU��0����������2ZQHUVKLS�DQG�&RQWURO��5HWKLQNLQJ�&RUSRUDWH�*RYHUQDQFH�IRU� WKH���VW
&HQWXU\��%URRNLQJV�,QVWLWXWLRQ��:DVKLQJWRQ��'&�

%ODQFKDUG��2���5��'RUQEXVFK��3��.UXJPDQ��5��/D\DUG�DQG�/��6XPPHUV���������5HIRUP�LQ
(DVWHUQ�(XURSH��0,7�3UHVV��&DPEULGJH��0$�

%RUQVWHLQ�� 0�� �������� 
3ULYDWL]DWLRQ� LQ� &HQWUDO� DQG� (DVWHUQ� (XURSH�� 7HFKQLTXHV�� 3ROLF\
2SWLRQV�DQG�(FRQRPLF�&RQVHTXHQFHV
��LQ�/��&VDED��HG����3ULYDWL]DWLRQ��/LEHUDOL]DWLRQ�DQG
'HVWUXFWLRQ��&UHDWLQJ�WKH�0DUNHW�LQ�&HQWUDO�DQG�(DVWHUQ�(XURSH��$OGHUVKRW��'DUWPRXWK�

%RZOHV�� 3�� DQG�;�<�� 'RQJ� �������� 
(QWHUSULVH� 2ZQHUVKLS�� (QWHUSULVH� 2UJDQLVDWLRQ�� DQG
:RUNHU�$WWLWXGHV�LQ�&KLQHVH�5XUDO�,QGXVWU\��6RPH�1HZ�(YLGHQFH
��&DPEULGJH�-RXUQDO�RI
(FRQRPLFV�������������

%R\FNR��0���$��6KOHLIHU�DQG�5��:��9LVKQ\��������� 
$�7KHRU\�RI�3ULYDWL]DWLRQ
��(FRQRPLF
-RXUQDO�������������

%\UG��:�� DQG�4�� /LQ� �HGV�� ��������&KLQD
V� 5XUDO� ,QGXVWU\�� 6WUXFWXUH��'HYHORSPHQW� DQG
5HIRUP��2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�

&DR�� 6�� �������� 
$Q� $QDO\VLV� RI� &KLQD
V� 1HZHVW� 6WDWLVWLFDO� 'DWD� DERXW� (QWHUSULVH
%DQNUXSWF\
��(FRQRPLF�5HIHUHQFH�1HZVSDSHU��-LQJML�&DQNDREDR��LQ�&KLQHVH��-DQXDU\����
��

&DR�� <��� <�� 4LDQ� DQG� %�� 5�� :HLQJDVW� �������� 
)URP� )HGHUDOLVP�� &KLQHVH� 6W\OH�� WR
3ULYDWL]DWLRQ��&KLQHVH�6W\OH
��(FRQRPLFV�RI�7UDQVLWLRQ��������������

&KDQJ��&��DQG�<��:DQJ���������
7KH�1DWXUH�RI�WKH�7RZQVKLS�9LOODJH�(QWHUSULVHV
��-RXUQDO
RI�&RPSDUDWLYH�(FRQRPLFV���������������

&KDQJ��7�� �������� 
7KH�0DNLQJ�RI� WKH�&KLQHVH�%DQNUXSWF\�/DZ��$�6WXG\� LQ� WKH�&KLQHVH
/HJLVODWLYH�3URFHVV�
�+DUYDUG�,QWHUQDWLRQDO�/DZ�-RXUQDO����������������

&KH�� -�� DQG� <�� 4LDQ� �������� 
,QVHFXUH� 3URSHUW\� 5LJKWV� DQG� *RYHUQPHQW� 2ZQHUVKLS� RI
)LUPV
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�������������

&KHQ�� '�� �������� &KLQHVH� )LUPV� EHWZHHQ� +LHUDUFK\� DQG� 0DUNHW�� 7KH� &RQWUDFW
0DQDJHPHQW�5HVSRQVLELOLW\�6\VWHP�LQ�&KLQD��6W��0DUWLQ
V�3UHVV��1HZ�<RUN�

&KHQ��-��<��DQG�-��+DQ���������
2Q�&KLQD
V�5XUDO�5HIRUP�DQG�'HQJ�;LDRSLQJ
V�,GHDV�DERXW
WKH�GHYHORSPHQW�RI�&KLQD
V�$JULFXOWXUH
��LQ�&KLQHVH���&KLQD
V�5XUDO�(FRQRP\�����2FWREHU�

&KHQ��4���HG�����������6SHHGLQJ�XS�WKH�5HIRUP�RI�6PDOO�DQG�0HGLXP�6L]HG�62(V��-LDNXDL
=KRQJ[LDR�4L\H�*DLJH�GH�%XID��LQ�&KLQHVH���&KLQD�(FRQRPLF�3UHVV��%HLMLQJ�

&KHQ��5����������7KH�:LOG�7LGH�RI�;LDKDL��;LDKDL�.XDQJFKDR��LQ�&KLQHVH���7XDQMLH�3UHVV�
%HLMLQJ�



���

&KHQ�� :�� �������� 
7KH� 3ROLWLFDO� (FRQRP\� RI� 5XUDO� ,QGXVWULDOL]DWLRQ� LQ� &KLQD�� 9LOODJH
&RQJORPHUDWHV�LQ�6KDQGRQJ�3URYLQFH
��0RGHUQ�&KLQD��������������

&KLQD�,QGXVWULDO�(FRQRPLF�6WDWLVWLFDO�<HDUERRN��YDULRXV�LVVXHV���HGLWHG�E\�6WDWH�6WDWLVWLFDO
%XUHDX��&KLQD�6WDWLVWLFV�3UHVV��%HLMLQJ�

&KLQD�6WDWH�$VVHWV�<HDUERRN��YDULRXV�\HDUV���(FRQRPLF�6FLHQFH�3UHVV��%HLMLQJ�

&RPSUHKHQVLYH� 6WDWLVWLFV� RQ� &KLQD
V� 5XUDO� (FRQRP\�� ���������� �������� �=KRQJJXR
1RQJFXQ�-LQJML�7RQJML�'DTXDQ��LQ�&KLQHVH���$JULFXOWXUH�3UHVV��%HLMLQJ�

'DVJXSWD��6��DQG�=��7DR���������
&RQWUDFWXDO�,QFRPSOHWHQHVV�DQG�WKH�2SWLPDOLW\�RI�(TXLW\
-RLQW�9HQWXUHV
��-RXUQDO�RI�(FRQRPLF�%HKDYLRU�DQG�2UJDQL]DWLRQ����������������

'HQJ�� :�� �������� 3URSHUW\� 5LJKWV� 5HIRUP� �&KDQTXDQ� *DLJH�� LQ� &KLQHVH��� *XDQJGRQJ
(FRQRPLF�3UHVV��*XDQJ]KRX�

(DUOH��-��6��DQG�6��(VWULQ� �������� 
(PSOR\HH�2ZQHUVKLS� LQ�7UDQVLWLRQ
�� LQ�)U\GPDQ�HW�DO��
9RO����������

(GLWRULDO�%RDUG�RI�(FRQRPLF�6WXGLHV� �DEEUHYLDWHG�DV� 
(GLWRULDO�%RDUG
�� ��������([SORULQJ
WKH�5HIRUPV�RI�6PDOO�DQG�0HGLXP�6L]HG�62(V��*XR\RX�=KRQJ[LDR�4L\H�*DLJH�7DQVXR��LQ
&KLQHVH��(FRQRPLF�6FLHQFH�3UHVV��%HLMLQJ�

([SHUW� *URXS� RQ� &KLQD
V� 5HIRUP� DQG� 'HYHORSPHQW� �$EEUHYLDWHG� DV� 
([SHUW� *URXS
�
��������5HDOLVWLF�&KRLFH��$�3UHOLPLQDU\�6XPPDU\�RQ�WKH�3UDFWLFHV�RI�WKH�5HIRUPV�RI�6PDOO
62(V��;LDQVKL�GH�;XDQ]H��*XR\RX�;LDRTL\H�*DLJH�6KLMLDQ�GH�&KXEX�=RQJMLH���6KDQJKDL
<XDQGRQJ�3UHVV��6KDQJKDL�

)HLJHQEDXP��+��%��DQG�-��5��+HQLJ���������
3ULYDWL]DWLRQ�DQG�3ROLWLFDO�7KHRU\�
�-RXUQDO�RI
,QWHUQDWLRQDO�$IIDLUV���������������

)HZVPLWK��-����������'LOHPPDV�RI�5HIRUP�LQ�&KLQD��0��(��6KDUSH��$UPRQN��1<�

)LODWRWFKHY��,���,��*URVIHOG��-��.DUVDL��0��:ULJKW�DQG�7��%XFN���������
%X\�RXWV�LQ�+XQJDU\�
3RODQG�DQG�5XVVLD��*RYHUQDQFH�DQG�)LQDQFH�,VVXHV
��(FRQRPLFV�RI�7UDQVLWLRQ�������������

)UHLQNPDQ�� /�� DQG� 3�� <RVVLIRY� �������� 
'HFHQWUDOL]DWLRQ� LQ� 5HJLRQDO� )LVFDO� 6\VWHPV� LQ
5XVVLD�� 7UHQGV� DQG� /LQNV� WR� (FRQRPLF� 3HUIRUPDQFH
�� 3ROLF\� 5HVHDUFK� :RUNLQJ� 3DSHU�
������$SULO���:RUOG�%DQN��:DVKLQJWRQ��'&�

)U\GPDQ�� 5��� &��:�� *UD\� DQG�$�� 5DSDF]\QVNL� �HGV��� ��������&RUSRUDWH� *RYHUQDQFH� LQ
&HQWUDO�(XURSH�DQG�5XVVLD��9ROV����DQG����&HQWUDO�(XURSHDQ�8QLYHUVLW\�3UHVV��%XGDSHVW�

)U\GPDQ�� 5�� DQG� $�� 5DSDF]\QVNL� ��������3ULYDWL]DWLRQ� LQ� (DVWHUQ� (XURSH�� ,V� WKH� 6WDWH
:LWKHULQJ�$ZD\"��&HQWUDO�(XURSH�8QLYHUVLW\�3UHVV��%XGDSHVW�DQG�/RQGRQ�

*DWHV��-����������7KH�2ZQHUVKLS�6ROXWLRQ��$GGLVRQ�:HVOH\��5HDGLQJ�



���

*HUWK�� +�� +�� DQG� &��:ULJKW�0LOOV� �HGV��� ��������)URP�0D[� :HEHU�� (VVD\� 5HDGLQJV� LQ
6RFLRORJ\��5RXWOHGJH��1HZ�<RUN�

*UDQLFN��'����������&KLQHVH�6WDWH�(QWHUSULVHV��$�5HJLRQDO�3URSHUW\�5LJKWV�$QDO\VLV��7KH
8QLYHUVLW\�RI�&KLFDJR�3UHVV��&KLFDJR�

*URVVPDQ��6��-����������7KH�,QIRUPDWLRQ�5ROH�RI�3ULFHV��0,7�3UHVV��&DPEULGJH��0$�

*URYHV��7���<��+RQJ��-��0F0LOODQ�DQG�%��1DXJKWRQ��������� 
$XWRQRP\�DQG�,QFHQWLYHV�LQ
&KLQHVH�6WDWH�(QWHUSULVHV
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����������������

*X��(��;����������
)RUHLJQ�'LUHFW�,QYHVWPHQW�DQG�WKH�5HVWUXFWXULQJ�RI�&KLQHVH�6WDWH�RZQHG
(QWHUSULVHV������������
��&KLQD�,QIRUPDWLRQ��������������

*X�� (�� ;�� �������� 
)URP� 3HUPDQHQW� (PSOR\PHQW� WR� 0DVVLYH� /D\�RIIV�� 7KH� 3ROLWLFDO
(FRQRP\� RI� �7UDQVLWLRQDO� 8QHPSOR\PHQW�� LQ� 8UEDQ� &KLQD� �����������
��(FRQRP\� DQG
6RFLHW\���������������

+DOO�� 5�� (�� DQG� &�� ,�� -RQHV� �������� 
:K\� 'R� 6RPH� &RXQWULHV� 3URGXFH� 6R�0XFK�0RUH
2XWSXW�SHU�:RUNHU�WKDQ�2WKHUV"
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV����������������

+DQ�� -�� DQG�4��=KDQJ� �HGV��� ��������-RLQW�6WRFN�&R�RSHUDWLYH�(FRQRP\� LQ�5XUDO�&KLQD�
7KHRU\��3UDFWLFH��DQG�3ROLF\��LQ�&KLQHVH���(FRQRPLF�0DQDJHPHQW�3UHVV��%HLMLQJ�

+DQVPDQQ�� +�� �������� 7KH� 2ZQHUVKLS� RI� (QWHUSULVHV�� 7KH� %HONQDS� 3UHVV� RI� +DUYDUG
8QLYHUVLW\�3UHVV��&DPEULGJH��0$�

+DQVRQ�� 3�� �������� 
(FRQRPLF� &KDQJH� DQG� WKH� 5XVVLDQ� 3URYLQFHV
�� LQ� -RKQ� *LEVRQ� DQG
3KLOLS�+DQVRQ��HGV����7UDQVIRUPDWLRQ�IURP�%HORZ��/RFDO�3RZHU�DQG�WKH�3ROLWLFDO�(FRQRP\
RI�3RVW�&RPPXQLVW�7UDQVLWLRQV��(GZDUG�(OJDU��&KHOWHQKDP�DQG�%URRNILHOG�

+D\�� '�� $�� DQG� *�� 6�� /LX� �������� 
7KH� (IILFLHQF\� RI� )LUPV�� :KDW� 'LIIHUHQFH� 'RHV
&RPSHWLWLRQ�0DNH"
��(FRQRPLF�-RXUQDO��������������

+D\HN�� )�� �������� 
7KH� 0HDQLQJ� RI� &RPSHWLWLRQ
�� LQ� KLV� ,QGLYLGXDOLVP� DQG� (FRQRPLF
2UGHU��5RXWOHGJH��/RQGRQ�

+HQJJDQJ�7RZQ�3DUW\�&RPPLWWHH�DQG�7RZQ�*RYHUQPHQW��������� 
&R�RSHUDWLRQ�DW�7KUHH
/HYHOV�DQG�$OO�%DVLQJ�RQ�6KDUHV
��LQ�+DQ�DQG�=KDQJ����������

+R��6����������5XUDO�&KLQD�LQ�7UDQVLWLRQ��&ODUHQGRQ�3UHVV��2[IRUG�

+RZHOO�� -�� �������� 
3URVSHFWV� IRU�9LOODJH� 6HOI�*RYHUQDQFH� LQ�&KLQD
�� -RXUQDO� RI� 3HDVDQW
6WXGLHV���������������

+XDQJ��-����������
2Q�WKH�3UREOHPV�RI�%XVLQHVV�$IILOLDWLRQ�LQ�:HQ]KRX
��=KHMLDQJ�6WXGLHV�
�LQ�&KLQHVH��������



���

+XDQJ�� 5�� DQG� %�� =KHQJ� �������� 
&RPPXQLW\�%DVHG� -RLQW�6WRFN� &R�RSHUDWLYHV�� 7KH
([SHULPHQW�LQ�7LDQKH�'LVWULFW�RI�*XDQJ]KRX�0XQLFLSDOLW\
��LQ�+DQ�DQG�=KDQJ����������

+XDQJ��6����������
7KH�'HYHORSPHQW�DQG�,PSURYHPHQW�RI�5XUDO�-RLQW�6WRFN�&R�RSHUDWLYHV�LQ
%DR�DQ�&RXQW\
��LQ�+DQ�DQG�=KDQJ�

,QGXVWULDO�$OPDQDF�±�$OPDQDF�RI�&KLQD
V�,QGXVWU\���������������������LQ�&KLQHVH��&KLQD
/DERXU�3XEOLVKLQJ�+RXVH��%HLMLQJ�

,QVWLWXWH� RI� (FRQRPLF� 6\VWHP� 5HIRUP� �������� 
$Q� ,QYHVWLJDWLRQ� 5HSRUW� RQ� 6PDOO
(QWHUSULVHV�5HIRUP� LQ�+HEHL�� 6KDQJGRQJ�� =KHMLDQJ�� DQG� -LDQJVX�3URYLQFHV
�� XQSXEOLVKHG
UHVHDUFK�UHSRUW��,QVWLWXWH�RI�(FRQRPLF�6\VWHP�5HIRUP��%HLMLQJ�

-HIIHUVRQ��*��+����������
&KLQD
V�6WDWH�(QWHUSULVHV��3XEOLF�*RRGV��([WHUQDOLWLHV��DQG�&RDVH
�
$PHULFDQ�(FRQRPLF�5HYLHZ���������������

-HIIHUVRQ�� *�� +�� DQG� ,�� 6LQJK� �HGV��� �������� 5HIRUP�� 2ZQHUVKLS�� DQG� 3HUIRUPDQFH� LQ
&KLQHVH�,QGXVWU\��2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�

-HIIHUVRQ�� *�� +��� -�� =�� =KDR� DQG�0�� /X� �������� 
5HIRUPLQJ� 3URSHUW\� 5LJKWV� LQ� &KLQHVH
,QGXVWU\
��LQ�-HIIHUVRQ�DQG�6LQJK�

-LQ�� +�� DQG�<�� 4LDQ� �������� 
3XEOLF� YHUVXV� 3ULYDWH� 2ZQHUVKLS� RI� )LUPV�� (YLGHQFH� IURP
5XUDO�&KLQD
��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�����������������

-LQ�� +��� <�� 4LDQ� DQG� %�� 5�� :HLQJDVW� �������� 
5HJLRQDO� 'HFHQWUDOL]DWLRQ� DQG� )LVFDO
,QFHQWLYHV��)HGHUDOLVP��&KLQHVH�6W\OHV
��PLPHR��6WDQIRUG�8QLYHUVLW\�

-RKQVRQ�� 6��� '�� .DXIPDQQ� DQG� $�� 6KOHLIHU� �������� 
3ROLWLFV� DQG� (QWUHSUHQHXUVKLSV� LQ
7UDQVLWLRQ� (FRQRPLHV
�� :RUNLQJ� 3DSHU� 6HULHV� ���� 7KH� :LOOLDP� 'DYLGVRQ� ,QVWLWXWH�
8QLYHUVLW\�RI�0LFKLJDQ�

.RUQDL��-����������
7KH�+XQJDU\�5HIRUP�3URFHVV��9LVLRQV��+RSHV��DQG�5HDOLW\
��-RXUQDO�RI
(FRQRPLF�/LWHUDWXUH�����������������

/D�3RUWD��5���)��/RSH]�6LODQHV��$��6KOHLIHU�DQG�5��:��9LVKQ\��������� 
/DZ�DQG�)LQDQFH
�
-RXUQDO�RI�3ROLWLFDO�(FRQRP\�����������������

/DFNy��0���������� 
+LGGHQ�(FRQRP\�±�$Q�8QNQRZQ�4XDQWLW\"�&RPSDUDWLYH�$QDO\VLV�RI
+LGGHQ�(FRQRPLHV�LQ�7UDQVLWLRQ�&RXQWULHV�LQ����������
��:RUNLQJ�3DSHU�������,QVWLWXW�I�U
9RONVZLUWVFKDIWVOHKUH��-RKDQQHV�.HSOHU�8QLYHUVLW\�RI�/LQ]��$XVWULD�

/D\DUG��5��DQG�-��3DUNHU���������7KH�&RPLQJ�5XVVLDQ�%RRP��7KH�)UHH�3UHVV��1HZ�<RUN�

/HH��.�� ��������&KLQHVH�)LUPV�DQG� WKH�6WDWH� LQ�7UDQVLWLRQ��3URSHUW\�5LJKWV� DQG�$JHQF\
3UREOHPV�LQ�WKH�5HIRUP�(UD��0��(��6KDUSH��,QF���$UPRQN��1<�

/HII��1��+�� �������� 
(FRQRPLF�'HYHORSPHQW� WKURXJK�%XUHDXFUDWLF�&RUUXSWLRQ
��$PHULFDQ
%HKDYLRUDO�6FLHQWLVW������������



���

/L��'�� �������� 
7KH�9LVLEOH�+DQGV
� LQ� WKH�(FRQRPLF�'HYHORSPHQW� RI�:HQ]KRX
��&KLQD
V
5XUDO�(FRQRP\���LQ�&KLQHVH����������

/L��'��'���������� 
$�7KHRU\�RI�$PELJXRXV�3URSHUW\�5LJKWV�LQ�7UDQVLWLRQ�(FRQRPLHV��7KH
&DVH�RI�WKH�&KLQHVH�1RQ�VWDWH�6HFWRU
��-RXUQDO�RI�&RPSDUDWLYH�(FRQRPLFV�������������

/L��'��'�� �������� 
&KDQJLQJ�,QFHQWLYHV�RI� WKH�&KLQHVH�%XUHDXFUDF\
��$PHULFDQ�(FRQRPLF
5HYLHZ��������0D\���������

/L��:�� �������� 
7KH� ,PSDFW� RI� (FRQRPLF� 5HIRUP� RQ� WKH� 3HUIRUPDQFH� RI� &KLQHVH� 6WDWH
(QWHUSULVHV�����������
��-RXUQDO�RI�3ROLWLFDO�(FRQRP\������������������

/L��:��DQG�:��*XRFKHQ���������7KH�5HIRUPV�RI�6PDOO�62(V��3UDFWLFHV��*XR\RX�;LDRTL\H
*DLJH�6KLZX��LQ�&KLQHVH���(FRQRPLF�0DQDJHPHQW�3UHVV��%HLMLQJ�

/LQ�� -�� <�� �������� 
$Q� (FRQRPLF� 7KHRU\� RI� ,QVWLWXWLRQDO� &KDQJH�� ,QGXFHG� DQG� ,PSRVHG
&KDQJH
��7KH�&DWR�-RXUQDO�����������

/LQ�� 1�� �������� 
/RFDO�0DUNHW� 6RFLDOLVP�� /RFDO� &RUSRUDWLVP� LQ� $FWLRQ� LQ� 5XUDO� &KLQD
�
7KHRU\�DQG�6RFLHW\���������������

/LQ��<���&��)DQJ�DQG�/��=KRX���������6XIILFLHQW�,QIRUPDWLRQ�DQG�WKH�5HIRUP�RI�6WDWH�RZQHG
(QWHUSULVHV��&KRQJIHQ�;LQ[L�\X�*XR\RX�4L\H�*DLJH��LQ�&KLQHVH���6KDQJKDL�3HRSOH
V�3UHVV�
6KDQJKDL�

/LWZDFN�� -��0�� �������� 
&RUSRUDWH�*RYHUQDQFH�� %DQNV�� DQG� )LVFDO� 5HIRUP� LQ� 5XVVLD
�� LQ
$RNL�DQG�.LP����������

/LX��6��DQG�-��/L� �������� 
%H\RQG�3URSHUW\�5LJKW�$UJXPHQW�DQG�(QWHUSULVH�3HUIRUPDQFH
�
(FRQRPLF�5HVHDUFK����������LQ�&KLQHVH��

/LX� <�/�� �������� 
5HIRUP� IURP� %HORZ�� 7KH� 3ULYDWH� (FRQRP\� DQG� /RFDO� 3ROLWLFV� LQ� WKH
5XUDO�,QGXVWULDOL]DWLRQ�RI�:HQ]KRX
��&KLQD�4XDUWHUO\��������������

/X�� /�� �������� 
7KH� 6KLIW� RI� *RYHUQPHQW� )XQFWLRQV� $FFRPSDQ\LQJ� 3URSHUW\� 5LJKWV
5HIRUPV�LQ�6KXQGH��*XDQJGRQJ�3URYLQFH
��5HIRUPV��*DLJH��LQ�&KLQHVH����

/X�� =�� �������� 
3URPRWLQJ� WKH� 5HIRUP� RI� 6PDOO� 62(V� $FWLYHO\
�� &KLQD
V� ,QGXVWULDO
(FRQRP\��=KRQJJXR�*RQJ\H�-LQJML��LQ�&KLQHVH����������

0D�� 6�� �������� 
6KDUHKROGLQJ� 6\VWHP� 5HIRUP�� 7KH� &KLQHVH� :D\� RI� 3ULYDWL]DWLRQ
�
&RPPXQLVW�(FRQRPLHV�DQG�(FRQRPLF�7UDQVIRUPDWLRQ��������������

0DOOLQ�� &�� DQG�;�� 5RQJ� �������� 
7KH�'HYHORSPHQW� RI� &RUSRUDWH� *RYHUQDQFH� LQ� &KLQD
�
-RXUQDO�RI�&RQWHPSRUDU\�&KLQD����������������6KDQJKDL�

0F,QW\UH��5��-����������
5HJLRQDO�6WDELOL]DWLRQ�3ROLF\�XQGHU�7UDQVLWLRQDO�3HULRG�&RQGLWLRQV
LQ� 5XVVLD�� 3ULFH� &RQWUROV�� 5HJLRQDO� 7UDGH� %DUULHUV� DQG� 2WKHU� /RFDO�OHYHO� 0HDVXUHV
�
(XURSH�$VLD�6WXGLHV���������������



���

0F,QW\UH�� 5�� -�� �����D��� 
7KH� 5RDG� WR� 5XLQ�� 1HR�FODVVLFDO� +HJHPRQ\� LQ� 7UDQVLWLRQ
(FRQRPLHV
�� LQ� +DOODO�� :LOOLDP� DQG� .HQQHWK� 7D\ORU� �HGV��� 7ZHQW\�)LUVW� &HQWXU\
(FRQRPLFV��6W��0DUWLQV�3UHVV��1HZ�<RUN�

0F,QW\UH�� 5�� -�� �����E��� 
5HJLRQDO� 6WUDWHJ\� LQ� 5XVVLD� DQG� WKH� &KLQHVH� ([SHULHQFH
�� LQ
7KHRUHWLFDO�DQG�3UDFWLFDO�$VSHFWV�RI�0DQDJHPHQW��0RVFRZ��������������

0F,QW\UH��5��-�������F���
5HIRUP�,OOXVLRQ��7KH�1L]KQ\�1RYJRURG�([SHULHQFH
��LQ�5XVVLDQ��
7KHRUHWLFDO�DQG�3UDFWLFDO�3UREOHPV�RI�0DQDJHPHQW�

0LQLVWU\�RI�$JULFXOWXUH�±�6WXG\�*URXS�RI�5XUDO�&R�RSHUDWLYH�(FRQRP\���������
$�6XUYH\
RI� &RQWUDFWXDO� $UUDQJHPHQWV� DQG� &R�RSHUDWLYH� 2UJDQL]DWLRQ� LQ� 5XUDO� &KLQD�
� ,VVXHV� LQ
$JULFXOWXUDO�(FRQRP\��1RQJFXQ�-LQJML�:HQWL�����������

0LQLVWU\�RI�$JULFXOWXUH���������
7KH�6WDWXV�RI�&KLQD
V�79(V�DQG�WKH�6XJJHVWLRQV�IRU�79(
5HIRUP�DQG�'HYHORSPHQW�LQ�WKH�)XWXUH�
�LQ�3HRSOH
V�'DLO\�����$SULO��LQ�&KLQHVH��

0RQWLQROD�� *��� <�� 4LDQ� DQG� %�� 5�� :HLQJDVW� �������� 
)HGHUDOLVP�� &KLQHVH� VW\OH�� 7KH
SROLWLFDO�EDVLV�IRU�HFRQRPLF�VXFFHVV�LQ�&KLQD
��:RUOG�3ROLWLFV�����������

0RRNHUMHH��5��DQG�4��<X���������
&DSLWDO�0DUNHW�5HIRUP�RQ�WKH�5RDG�WR�D�0DUNHW�RULHQWHG
(FRQRP\��7KH�FDVH�RI�6WRFN�0DUNHW�LQ�&KLQD
��7KH�-RXUQDO�RI�'HYHORSLQJ�$UHDV�����������
���

1DXJKWRQ�� %�� �������� 
:KDW� ,V� 'LVWLQFWLYH� DERXW� &KLQD
V� (FRQRPLF� 7UDQVLWLRQ"� 6WDWH
(QWHUSULVH� 5HIRUP� DQG� 2YHUDOO� 6\VWHP� 7UDQVIRUPDWLRQ
�� -RXUQDO� RI� &RPSDUDWLYH
(FRQRPLFV���������������

1DXJKWRQ�� %�� ��������*URZLQJ� RXW� RI� WKH� 3ODQ�� &KLQHVH� (FRQRPLF� 5HIRUP� ����������
&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�

1HH��9�� �������� 
2UJDQL]DWLRQDO�'\QDPLFV�RI�0DUNHW�7UDQVLWLRQ��+\EULG�)RUPV��3URSHUW\
5LJKWV�DQG�0L[HG�(FRQRP\�LQ�&KLQD
��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������

1RODQ�� 3�� ��������&KLQD
V� 5LVH�� 5XVVLD
V� )DOO�� 3ROLWLFV�� (FRQRPLFV� DQG� 3ODQQLQJ� LQ� WKH
7UDQVLWLRQ�IURP�6WDOLQLVP��6W��0DUWLQ
V�3UHVV��1HZ�<RUN�

1RUWK�� '�� &�� �������� 6WUXFWXUH� DQG� &KDQJH� LQ� (FRQRPLF� +LVWRU\�� :�� :�� 1RUWRQ� 	
&RPSDQ\��1HZ�<RUN�

1RUWK�� '�� &�� �������� ,QVWLWXWLRQV�� ,QVWLWXWLRQDO� &KDQJH� DQG� (FRQRPLF� 3HUIRUPDQFH�
&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�

1RUWK�� '�� &�� �������� 
7KH� &RQWULEXWLRQ� RI� WKH� 1HZ� ,QVWLWXWLRQDO� (FRQRPLFV� WR� DQ
8QGHUVWDQGLQJ� RI� WKH� 7UDQVLWLRQ� 3UREOHP
�� :,'(5� $QQXDO� /HFWXUHV� ��� 818�:,'(5�
+HOVLQNL�

2
%ULHQ�� .�� -�� �������� 
,PSOHPHQWLQJ� 3ROLWLFDO� 5HIRUP� LQ� &KLQD
V� 9LOODJHV
�� $XVWUDOLDQ
-RXUQDO�RI�&KLQHVH�$IIDLUV�����������



���

2(&'���������
(QWUHSUHQHXUVKLS�DQG�6PDOO�%XVLQHVV�LQ�WKH�5XVVLDQ�)HGHUDWLRQ
��&&(7�'7
���������2(&'��3DULV�

2L��-��&����������
)LVFDO�5HIRUP�DQG�WKH�(FRQRPLF�)RXQGDWLRQV�RI�/RFDO�6WDWH�&RUSRUDWLVP
LQ�&KLQD
��:RUOG�3ROLWLFV������������

3DUULV�� .�� �������� 
/RFDO� ,QLWLDWLYH� DQG� 1DWLRQDO� 5HIRUP�� 7KH� :HQ]KRX� 0RGHO� RI
'HYHORSPHQW
��&KLQD�4XDUWHUO\�������������

3HUNLQV��)��&���������� 
3URGXFWLYLW\�3HUIRUPDQFH�DQG�3ULRULWLHV� IRU� WKH�5HIRUP�RI�&KLQD
V
6WDWH�RZQHG�(QWHUSULVHV
��7KH�-RXUQDO�RI�'HYHORSPHQWDO�6WXGLHV���������������

3HURWWL�� (��� /�� 6XQ� DQG� /�� =RX� �������� 
6WDWH�2ZQHG� YHUVXV� 7RZQVKLS� DQG� 9LOODJH
(QWHUSULVHV�LQ�&KLQD
��&RPSDUDWLYH�(FRQRPLFV�6WXGLHV��������VXPPHU��

3ROLF\� 5HVHDUFK� 2IILFH� RI� <LFKDQJ� &RXQW\� 3DUW\� &RPPLWWHH� �������� 
'LVFXVVLRQ� RQ
,QWHJUDWLRQ� RI� WKH� 9LOODJH� DQG� LWV� (QWHUSULVHV� LQWR� 2QH� 2UJDQL]DWLRQ
�� &KLQD
V� 5XUDO
(FRQRP\��LQ�&KLQHVH����������

3RUW\DNR��9����������
7KH�)LQDQFLDO�0DUNHW�LQ�&KLQD
��)DU�(DVWHUQ�$IIDLUV���

3XWWHUPDQ�� /�� �������� 
2ZQHUVKLS� DQG� WKH� 1DWXUH� RI� WKH� )LUP
�� -RXUQDO� RI� &RPSDUDWLYH
(FRQRPLFV���������������

3XWWHUPDQ�� /�� DQG�5�� 6��.URV]QHU� ��������7KH� (FRQRPLF�1DWXUH� RI� WKH� )LUP�� $� 5HDGHU
�VHFRQG�HGLWLRQ���&DPEULGJH�8QLYHUVLW\�3UHVV��&DPEULGJH�

4LDQ��<�� �������� 
5HIRUPLQJ�&RUSRUDWH� *RYHUQDQFH� DQG� )LQDQFH� LQ� &KLQD
�� LQ�$RNL� DQG
.LP����������

4LDQ�� <�� �������� 
(QWHUSULVH� 5HIRUP� LQ� &KLQD�� $JHQF\� 3UREOHPV� DQG� 3ROLWLFDO� &RQWURO
�
(FRQRPLFV�RI�7UDQVLWLRQ��������������

4LDQ�� <�� �������� 
7KH� ,QVWLWXWLRQDO� )RXQGDWLRQV� RI� &KLQD
V� 0DUNHW� 7UDQVLWLRQ
�� SDSHU
SUHSDUHG� IRU� WKH� $QQXDO� :RUOG� %DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�� �����
$SULO��:RUOG�%DQN��:DVKLQJWRQ��'&�

4LDQ��<�� DQG�*�� 5RODQG� �������� 
)HGHUDOLVP� DQG� WKH� 6RIW� %XGJHW� &RQVWUDLQW
��$PHULFDQ
(FRQRPLF�5HYLHZ����������������

4LDQ��<��DQG�%��5��:HLQJDVW��������� 
)HGHUDOLVP�DV�D�&RPPLWPHQW�WR�3UHVHUYLQJ�0DUNHW
,QFHQWLYHV
��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��������������

4LDQ�� <�� DQG� &�� ;X� �������� 
:K\� &KLQD
V� (FRQRPLF� 5HIRUPV� 'LIIHU�� 7KH� 0�)RUP
+LHUDUFK\� DQG� (QWU\�([SDQVLRQ� RI� WKH� 1RQ�6WDWH� 6HFWRU
��(FRQRPLFV� RI� 7UDQVLWLRQ� ��� ��
�������



���

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

5DVN�� .�� -��� '�� .�� :�� &KX� DQG� 7�� 5�� *RWWVFKDQJ� �������� 
,QVWLWXWLRQDO� &KDQJH� LQ
7UDQVLWLRQDO�(FRQRPLHV��WKH�&DVH�RI�$FFRXQWLQJ�LQ�&KLQD
��&RPSDUDWLYH�(FRQRPLF�6WXGLHV
��������������

5HQ�4���'��<LQJ��4�� -LFKHQJ�� HW� DO�� �������� 
$Q� ,QLWLDO�$QDO\VLV� RI� 79(� 6XUYH\� LQ� 7HQ
3URYLQFHV
��)D]KDQ�<DQMLX� �'HYHORSPHQW�5HVHDUFK�� LQ�&KLQHVH���0DUFK�� ��������1RUPDO
&ROOHJH��%HLMLQJ�

5RH�� 0�� �������� 
3ROLWLFDO� DQG� /HJDO� 5HVWUDLQWV� RQ� 2ZQHUVKLS� DQG� &RQWURO� RI� 3XEOLF
&RPSDQLHV
��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV�������������

5RH�� 0�� �������� 6WURQJ� 0DQDJHUV�� :HDN� 2ZQHUV�� 7KH� 3ROLWLFDO� 5RRWV� RI� $PHULFDQ
&RUSRUDWH�)LQDQFH��3ULQFHWRQ�8QLYHUVLW\�3UHVV��3ULQFHWRQ��1-�

6DLFK��7�� �������� 
7KH�)RXUWHHQWK�3DUW\�&RQJUHVV��$�3URJUDPPH�IRU�$XWKRULWDULDQ�5XOH
�
7KH�&KLQD�4XDUWHUO\��������������

6FKHOOLQJ��7����������7KH�6WUDWHJ\�RI�&RQIOLFW��+DUYDUG�8QLYHUVLW\�3UHVV��&DPEULGJH�

6FKROHV��0����������
6WRFN�DQG�&RPSHQVDWLRQ
��-RXUQDO�RI�)LQDQFH������������

6KL�� ;�� DQG� -�� <RX� �������� 
$Q� $QDO\VLV� RI� WKH� +HDY\� 'HEW� LQ� 5XUDO� (QWHUSULVHV� RI
6RXWKHUQ�-LDQJVX
��&KLQD�5XUDO�(FRQRP\��=KRQJJXR�1RQJFXQ�-LQJML��LQ�&KLQHVH�����������

6KOHLIHU��$����������
*RYHUQPHQW�LQ�7UDQVLWLRQ
��(XURSHDQ�(FRQRPLF�5HYLHZ��������������
����

6KOHLIHU�� $�� DQG� 5�� :�� 9LVKQ\� �������� 
3ROLWLFLDQV� DQG� )LUPV
�� 4XDUWHUO\� -RXUQDO� RI
(FRQRPLFV���������������

6KOHLIHU��$�� DQG�5��:��9LVKQ\� �������� 
$� 6XUYH\� RI� &RUSRUDWH�*RYHUQDQFH
�� -RXUQDO� RI
)LQDQFH���������������

6WDWH� %XUHDX� RI� ,QGXVWULDO� DQG� &RPPHUFLDO� $GPLQLVWUDWLRQ� DQG� 7KHRUHWLFDO� 'HSDUWPHQW�
%HLMLQJ� 'DLO\� �������� 
1RWLFH� RI� WKH� &HQWUDO� &RPPLWWHH� RI� WKH� &&3� &RQFHUQLQJ� 5XUDO
:RUN� LQ� ����
�� SDJHV� �������� LQ� %HLMLQJ� 'DLO\� 3UHVV� DQG� *RQJVKDQJ� 3UHVV�� ,QGLYLGXDO
/DERXUHUV
�+DQGERRN��*HWL�/DRGRQJ]KH�6KRXFH��LQ�&KLQHVH��

6WDWH�&RXQFLO�RI�&KLQD��������� 
3URYLVLRQDO�5HJXODWLRQV�RI�3ULYDWH�(QWHUSULVHV�LQ�3HRSOH
V
5HSXEOLF�RI�&KLQD
��LQ�3HRSOH
V�'DLO\�����-XQH�

6WDWH� 3ODQQLQJ� &RPPLVVLRQ
V� ,QYHVWLJDWLRQ� 7HDP� �������� 
$Q� ,QYHVWLJDWLRQ� RI� WKH
5HVWUXFWXULQJ� RI� 6WDWH�2ZQHG� (QWHUSULVHV� E\� 8WLOL]LQJ� )RUHLJQ� ,QYHVWPHQWV
�� 7KH
0DQDJHPHQW�:RUOG��*XDQOL�6KLMLH��LQ�&KLQHVH������������



���

6WDWLVWLFDO� 6XUYH\� RI� &KLQD� �YDULRXV� LVVXHV��� HGLWHG� E\� 6WDWH� 6WDWLVWLFDO� %XUHDX�� &KLQD
6WDWLVWLFV�3UHVV��%HLMLQJ�

6WDWLVWLFDO� <HDUERRN� RI� &KLQD� �YDULRXV� LVVXHV��� HGLWHG� E\� 6WDWH� 6WDWLVWLFDO� %XUHDX�� &KLQD
6WDWLVWLFV�3UHVV��%HLMLQJ�

6WLJOHU��*��-���������� 
&RPSHWLWLRQ
�� LQ�-��(DWZHOO��0��0LOJDWH��DQG�3��1HZPDQ��HGV���7KH
1HZ�3DOJUDYH��0DFPLOODQ��/RQGRQ�

6WLJOLW]�� -�� (�� �����D��� 
7RZDUGV� D�1HZ� 3DUDGLJP� IRU�'HYHORSPHQW�� 6WUDWHJLHV�� 3ROLFLHV�
DQG�3URFHVVHV
��3UHELVFK�/HFWXUH�DW�81&7$'��*HQHYD�����2FWREHU�

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

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

6XQ��/���������� 
(PHUJHQFH�RI�8QRUWKRGR[�2ZQHUVKLS�DQG�*RYHUQDQFH�6WUXFWXUHV�LQ�(DVW
$VLD�� $Q� $OWHUQDWLYH� 7UDQVLWLRQ� 3DWK
�� :,'(5� 5HVHDUFK� IRU� $FWLRQ� 6HULHV� ���
818�:,'(5��+HOVLQNL�

6XQ�� /�� ��������$JJUHJDWH� %HKDYLRXU� RI� ,QYHVWPHQW� LQ� &KLQD� ����������� $Q� $QDO\VLV� RI
,QYHVWPHQW�+XQJHU�DQG�)OXFWXDWLRQ��0DFPLOODQ�3UHVV��/RQGRQ�

6XQ�� /��� *�� )LVFKHU�� 3�� $OEHUVHQ� DQG� 0�� .H\]HU� �������� 
(VWLPDWLRQ� RI� $JULFXOWXUDO
3URGXFWLRQ� 5HODWLRQV� LQ� WKH� /8&� 0RGHO�� 7KH� &DVH� RI� &KLQD
�� ,QWHULP� 5HSRUW� �������
,QWHUQDWLRQDO�,QVWLWXWH�IRU�$SSOLHG�6\VWHPV�$QDO\VLV��/D[HQEXUJ�

6YHMQDU��-����������
3URGXFWLYH�(IILFLHQF\�DQG�(PSOR\PHQW
��LQ�%\UG�DQG�/LQ�

7DQ��4���������� 
'HWHUPLQLQJ�WKH�2ULHQWDWLRQ�RI�3URSHUW\�5LJKWV�5HIRUP�RI�7RZQVKLS�DQG
9LOODJH� &ROOHFWLYH� (QWHUSULVHV� LQ� /LJKW� RI� WKH� 1DWXUH� RI� WKH� (QWHUSULVH
�� &KLQD
V� 5XUDO
(FRQRP\��LQ�&KLQHVH�����������

7DQ�� ;�� �������� 
$Q� $QDO\VLV� RI� WKH� :DYHV� RI� (QWHUSULVH� %DQNUXSWFLHV� DQG� 0HUJHV� LQ
([SHULPHQWDO�&LWLHV
��5HIRUP��*DLJH��LQ�&KLQHVH����������

7DR�� <�� ��������7KH� 6RXWKHUQ� -LDQJVX�0RGHO� DQG� WKH� 5RDG� WR� 3URVSHULW\� �LQ� &KLQHVH��
6KDQJKDL�$FDGHP\�RI�6RFLDO�6FLHQFHV��6KDQJKDL�

7LDQ�� ;�� �������� 
7KH� 5LVH� RI� 1RQ�6WDWH� 2ZQHG� (QWHUSULVHV� LQ� &KLQD�
� &RPPXQLVW
(FRQRPLHV�DQG�(FRQRPLF�7UDQVIRUPDWLRQ��������������

7LGULFN��*��DQG�&�� -L\XDQ� �������� 
7KH�(VVHQFH�RI� WKH� ,QGXVWULDO�5HIRUPV
�� LQ�*��7LGULFN
DQG�&��-L\XDQ��HGV����&KLQD
V�,QGXVWULDO�5HIRUP��2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�
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7LHERXW��&�� �������� 
$�3XUH�7KHRU\�RI�/RFDO�([SHQGLWXUH
��-RXUQDO�RI�3ROLWLFDO�(FRQRP\
�����������

9LFNHUV��-����������
&RQFHSWV�RI�&RPSHWLWLRQ
��2[IRUG�(FRQRPLF�3DSHUV�������������

:DOGHU��$��*����������
/RFDO�*RYHUQPHQWV�DV�,QGXVWULDO�)LUPV��$Q�2UJDQL]DWLRQDO�$QDO\VLV
RI�&KLQD
V�7UDQVLWLRQDO�(FRQRP\
��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\�����������������

:DQJ�� &�� �������� &KLQD
V� 3ULYDWH� (FRQRP\� LQ� WKH� (UD� RI� 5HIRUP� DQG� 2SHQLQJ� �LQ
&KLQHVH���3HRSOH
V�8QLYHUVLW\�3UHVV��%HLMLQJ�

:DQJ�� 7���+��<DQJ� DQG�&�� 4LDR� ��������&KLQD
V� -RLQW�6WRFN� &R�RSHUDWLYH� (FRQRP\� �LQ
&KLQHVH���(QWHUSULVH�0DQDJHPHQW�3UHVV��%HLMLQJ�

:DQJ��;����������
&DSLWDO�)RUPDWLRQ�DQG�8WLOLVDWLRQ
��LQ�%\UG�DQG�/LQ�

:DQJ�� =�� DQG� 6�� :DQJ� �������� 
7UDQVIRUPDWLRQ� IURP� -RLQW�6WRFN� &R�RSHUDWLYHV� WR
&RUSRUDWLRQ��,QVWLWXWLRQDO�&KDQJH�RI�79(V�LQ�=KHMLDQJ�3URYLQFH
��&KLQD
V�5XUDO�(FRQRP\
�LQ�&KLQHVH������������

:DQN��'��/���������� 
7KH�,QVWLWXWLRQDO�3URFHVV�RI�0DUNHW�&OLHQWHOLVP��*XDQ[L�DQG�3ULYDWH
%XVLQHVV�LQ�D�6RXWK�&KLQD�&LW\
��&KLQD�4XDUWHUO\�������������

:HLW]PDQ��0�� /�� DQG� &�� ;X� �������� 
&KLQHVH� 7RZQVKLS�9LOODJH� (QWHUSULVHV� DV� 9DJXHO\
'HILQHG�&RRSHUDWLYHV
��-RXUQDO�RI�&RPSDUDWLYH�(FRQRPLFV���������������

:HQ]KRX�7DQVXR��:HQ]KRX�([SORUDWLRQV���PRQWKO\�SHULRGLFDO��LQ�&KLQHVH�

:KLWH��*��DQG�;��6KDQJ��HGV�����������,VVXHV�DQG�$QVZHUV��5HIRUPLQJ�WKH�&KLQHVH�6RFLDO
6HFXULW\�6\VWHP��,QVWLWXWH�RI�'HYHORSPHQWDO�6WXGLHV��8QLYHUVLW\�RI�6XVVH[��%ULJKWRQ�

:LHPHU��&����������
6WDWH�3ROLF\�DQG�5XUDO�5HVRXUFH�$OORFDWLRQ�LQ�&KLQD�DV�6HHQ�7KURXJK
D�+HEHL�3URYLQFH�7RZQVKLS���������
��:RUOG�'HYHORSPHQW���������������

:LOOLDPVRQ�� 2�� �������� 
,QVWLWXWLRQV� DQG� (FRQRPLF� 2UJDQLVDWLRQ�� 7KH� *RYHUQDQFH
3HUVSHFWLYH
��$QQXDO� :RUOG� %DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV��:RUOG� %DQN�
:DVKLQJWRQ��'&�

:RQJ��&���������� 
)LQDQFLQJ�/RFDO�*RYHUQPHQW�LQ�WKH�3HRSOH
V�5HSXEOLF�RI�&KLQD
��$VLDQ
'HYHORSPHQW�%DQN��0DQLOD�

:RQJ��&��3��:����������
&HQWUDO�/RFDO�5HODWLRQV�LQ�DQ�(UD�RI�)LVFDO�'HFOLQH��7KH�3DUDGR[
RI�)LVFDO�'HFHQWUDOL]DWLRQ�LQ�3RVW�0DR�&KLQD
��7KH�&KLQD�4XDUWHUO\��������������

:RQJ��-���5��0D�DQG�0��<DQJ���������&KLQD
V�5XUDO�(QWHUSULVHV��7HQ�&DVH�6WXGLHV��7LPHV
$FDGHPLF�3UHVV��6LQJDSRUH�

:RUOG�%DQN���������7KH�&KLQHVH�(FRQRP\��)LJKWLQJ�,QIODWLRQ��'HHSHQLQJ�5HIRUPV��:RUOG
%DQN��:DVKLQJWRQ��'&�
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:RUOG�%DQN���������&KLQD
V�0DQDJHPHQW�RI�(QWHUSULVH�$VVHWV��7KH�6WDWH�DV�6KDUHKROGHU�
:RUOG�%DQN��:DVKLQJWRQ��'&�

:X��-����������0RGHUQ�&RUSRUDWLRQ�DQG�WKH�(QWHUSULVH�5HIRUP��;DLQGDL�*RQJVL�\X�4L\H
*DLJH��LQ�&KLQHVH���7LDQMLQ�3HRSOH
V�3UHVV��7LDQMLQ�

:X��-��DQG�=��&KXQOLQ���������
/LEHUDOL]LQJ�DQG�9LWDOL]LQJ�6PDOO�62(V
��5HIRUP��*DLJH��LQ
&KLQHVH�����������

:X��4���+��:DQJ�DQG�;��;X��������� 
1RQ�HFRQRPLF�'HWHUPLQDQWV�RI�:RUNHUV�,QFRPHV
�� LQ
%\UG�DQG�/LQ�

;X�� =�� DQG� -�� =KDQJ� �������� 
5DSLGO\� ,QFUHDVHG� &DSLWDO� YHUVXV� 'HFUHDVHG� &DSLWDO
(IILFLHQF\�LQ�7RZQVKLS�DQG�9LOODJH�(QWHUSULVHV��6XUYH\�RYHU�79(V�LQ�6X]KRX�RI�-LDQJVX
3URYLQFH
��&KLQD�5XUDO�(FRQRP\��=KRQJJXR�1RQJFXQ�-LQJML��LQ�&KLQHVH����������

;XH�� -�� �������� 
5HFHQW� 5HIRUP� DQG� ,QQRYDWLRQV� LQ� 6RXWK� -LDQJVX�0RGHO
��&KLQD� 5XUDO
(FRQRP\��=KRQJJXR�1RQJFXQ�-LQJML��LQ�&KLQHVH����������

<DQJ�� <�� �HG��� �������� 7KH� 6KRFN� :DYH� RI� 8QHPSOR\PHQW�� $� 5HSRUW� RI� &KLQD
V
(PSOR\PHQW� 'HYHORSPHQW� �6KL\H� &KRQJMLER�� =KRQJJXR� -LX\H� )D]KDQ� %DRJDR��� 7RGD\
V
&KLQD�3UHVV��%HLMLQJ�

<HDUERRN� RI� &KLQD
V� 7RZQVKLS� DQG� 9LOODJH� (QWHUSULVHV� �YDULRXV� LVVXHV��� �LQ� &KLQHVH�
$JULFXOWXUH�3UHVV��%HLMLQJ�

<RX�� /�� DQG� 6�� :DQJ� �������� 
$Q� ,QYHVWLJDWLRQ� 5HSRUW� RQ� �/HWWLQJ� 6PDOO� 62(V� *R�
�
(FRQRPLF�5HVHDUFK�5HIHUHQFH��-LQJML�<DQMLX�&DQNDR��LQ�&KLQHVH��

<RXQJ�� 6�� �������� 
2ZQHUVKLS� DQG�2EOLJDWLRQ� LQ� &KLQD
V� 5XUDO� (QWHUSULVHV�� &RPPXQLW\
,QWHUHVWV� LQ� D� 1RQ�OHJDOLVWLF� (QYLURQPHQW
�� LQ� <�� :X� DQG� ;�� =KDQJ� �HGV���� &KLQHVH
(FRQRP\� LQ� 7UDQVLWLRQ�� 1DWLRQDO� &HQWUH� IRU� 'HYHORSPHQW� 6WXGLHV�� $XVWUDOLDQ� 1DWLRQDO
8QLYHUVLW\��&DQEHUUD�

<XDQ��(�� ��������7KH�:HQ]KRX�0RGHO�DQG� WKH�5RDG� WR�$IIOXHQFH� �LQ�&KLQHVH���6KDQJKDL
$FDGHP\�RI�6RFLDO�6FLHQFHV�3UHVV��6KDQJKDL�

=DQJ�� =�� �������� 
&KXFKHQJ� &LW\
V� &KRLFH� IRU� (QWHUSULVH� 5HIRUP
�� 5HIRUP� �*DLJH�� LQ
&KLQHVH����������

=KDQJ��&����������
7KH�62(�5HIRUPV��9LHZLQJ�IURP�WKH�([SHULPHQWV�ZLWK�%DQNUXSWF\�DQG
0HUJHU
��5HIRUP��*DLJH��LQ�&KLQHVH�����������

=KDQJ��:�� �������� ,GHRORJ\� DQG� (FRQRPLF� 5HIRUP� XQGHU� 'HQJ� ;LDRSLQJ� ������������
.HJDQ�3DXO�,QWHUQDWLRQDO��/RQGRQ�DQG�1HZ�<RUN�

=KDQJ��<��DQG�:��=KX��������� 
7KH�5HIRUP�RI�3URSHUW\�5LJKWV�6\VWHP�LQ�WKH�62(�6HFWRU
LQ�6KXQGH��3ROLF\�,PSOLFDWLRQV
��5HIRUP��*DLJH��LQ�&KLQHVH�����������
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=KDR�� ;�� �������� 
$� 1HZ� 6WDJH� IRU� /RFDO� 6WDWH� $VVHWV� 0DQDJHPHQW
�� 6WDWH� $VVHWV
0DQDJHPHQW��*XR\RX�=LFKDQ�*XDQOL��LQ�&KLQHVH�����������

=KRX��)��DQG�6��<LQJ���������
�/HWWLQJ�*R�6PDOO�62(V��,V�*RRG�IRU�(QKDQFLQJ�WKH�4XDOLW\
RI� WKH� 6WDWH� $VVHWV
�� LQ� 5HDOLVWLF� &KRLFH�� 3UHOLPLQDU\� 6XPPDU\� RI� WKH� 3UDFWLFH� RI
5HIRUPLQJ� 6PDOO� 6WDWH�2ZQHG� (QWHUSULVHV�� &KLQD� 5HIRUP� DQG� 'HYHORSPHQW� 5HSRUW� �LQ
&KLQHVH���)DU�(DVW�3XEOLVKLQJ�+RXVH��6KDQJKDL�

=KXUDYVND\D�� (�� �������� 
,QFHQWLYH� WR� 3URYLGH� /RFDO� 3XEOLF� *RRGV�� )LVFDO� )HGHUDOLVP�
5XVVLDQ�6W\OH
��PLPHR��+DUYDUG�8QLYHUVLW\�

=RX��/��DQG�/��6XQ���������
,QWHUHVW�5DWH�3ROLF\�DQG�,QFHQWLYHV�RI�6WDWH�RZQHG�(QWHUSULVHV
LQ�WKH�7UDQVLWLRQDO�&KLQD
��-RXUQDO�RI�&RPSDUDWLYH�(FRQRPLFV����������������

=RX��/��DQG�/��6XQ���������
$�7KHRU\�RI�5LVN�3RROLQJ�DQG�9ROXQWDU\�/LTXLGDWLRQ�RI�)LUPV�
:LWK� DQ�$SSOLFDWLRQ� WR�7RZQVKLS� DQG�9LOODJH�(QWHUSULVHV� LQ�&KLQD
��7LQEHUJHQ� ,QVWLWXWH
'LVFXVVLRQ�3DSHU��7,�������7LQEHUJHQ�,QVWLWXWH��$PVWHUGDP�




