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7KH�SULYDWL]DWLRQ�WUHQG�DIIHFWLQJ�WKH�VWDWH�LQYROYHPHQW�LQ�SURGXFWLYH�VHFWRUV
LV�DOVR�FKDOOHQJLQJ�WKH�UROH�RI�WKH�VWDWH�LQ�WKH�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�
$QG�� DV� SULYDWH� SDUWLFLSDWLRQ� LQ� VRFLDO� VHFWRUV� LQFUHDVHV�� D� UHJXODWRU\
IUDPHZRUN� LV� QHHGHG� WR� HQVXUH� WKDW� WKH� PDUNHW� UHDFKHV� VRFLDOO\� HIILFLHQW
RXWFRPHV�� 7KH� UHJXODWLRQ� RI� VRFLDO� VHUYLFHV� FDUULHV� WKH� SUREOHP� RI
FRQFHSWXDOL]DWLRQ�� :KDW� LV� WKH� DLP� RI� UHJXODWRU\� LQWHUYHQWLRQ� LQ� VRFLDO
VHFWRUV"� $QG� ZKDW� LV� WKH� PDUNHW� VWUXFWXUH� WR� ZKLFK� WKLV� UHJXODWRU\
FRQVWUDLQW� ZLOO� EH� DSSOLHG� WR"� 7KHVH� DUH� WKH� TXHVWLRQV� ZH� GLVFXVV� LQ� WKLV
SDSHU�� LV� GHYRWHG� WR� DQDO\VLQJ� WKH� UROH� RI� UHJXODWLRQ�RI� VRFLDO� VHUYLFHV� LQ
ORZ�LQFRPH� FRXQWULHV� ZLWKLQ� WKH� VR�FDOOHG� PL[HG� HFRQRP\� RI� FDUH�
FKDUDFWHUL]HG�E\�PXOWLSOH�SURYLGHUV��WKH�VWDWH��WKH�SULYDWH�VHFWRU��QRQ�SURILW
RUJDQL]DWLRQV�

,Q� WKH� ILUVW� VHFWLRQ�� ZH� GHVFULEH� WKH�PDUNHW� IDLOXUHV� FKDUDFWHUL]LQJ� VRFLDO
VHUYLFHV� WKDW� ZRXOG� MXVWLI\� JRYHUQPHQW� LQWHUYHQWLRQ� DV� WKH� VHFRQG� EHVW
RSWLRQ��,Q�WKH�VHFRQG�VHFWLRQ��ZH�SUHVHQW�VRPH�H[DPSOHV�RQ�WKH�HYROXWLRQ
RI�WKH�PL[HG�HFRQRP\�RI�FDUH� LQ� ORZ�LQFRPH�FRXQWULHV��ZKLOH� LQ� WKH�WKLUG
VHFWLRQ��ZH�DQDO\VH�WKH�EHKDYLRXU�RI�HDFK�VRFLDO�VHUYLFH�SURYLGHU��WKH�VWDWH�
1*2V�DQG�SULYDWH�IRU�SURILW�RUJDQL]DWLRQV��,Q�WKH�IRXUWK�VHFWLRQ��ZH�SUHVHQW
WKH� WKHRU\� RI� UHJXODWLRQ� DSSOLHG� WR� VRFLDO� VHUYLFHV�� ,Q� WKLV� VHFWLRQ�� ZH
FRQFHSWXDOL]H� WKH� SUREOHP� LQ� WZR� ZD\V�� ILUVW�� ZH� FRQVLGHU� WKH� FDVH� RI
SURFXUHPHQW� LQ� WKH� SUHVHQFH� RI� DV\PPHWULF� LQIRUPDWLRQ�� DQG� VHFRQG�� ZH
UHIHU�WR�D�SUREOHP�RI�PL[HG�ROLJRSRO\�LQ�ZKLFK�WKH�SUHVHQFH�RI�WKH�VWDWH�DV
D�SURYLGHU�LV�LQ�LWVHOI�D�UHJXODWRU\�LQVWUXPHQW��&RQFOXVLRQV�FORVH�WKH�SDSHU�
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,Q�VSLWH�RI� WKH�XQGHQLDEOH�SURJUHVV� LQ�KXPDQ�GHYHORSPHQW�GXULQJ� WKH� ODVW
GHFDGHV�� WKH� VWDWLVWLFV� IURP� GHYHORSLQJ� FRXQWULHV� DUH� VWLOO� ZRUULVRPH�
,OOLWHUDF\� LV� ZLGHVSUHDG�� SDUWLFXODUO\� DPRQJ� ZRPHQ�� DQG� LQIDQW� PRUWDOLW\
UDWHV� LQ� GHYHORSLQJ� FRXQWULHV� DUH� VHYHUDO� WLPHV� KLJKHU� WKDQ� LQ� WKH
LQGXVWULDOL]HG�FRXQWULHV��7KURXJKRXW�WKH�GHYHORSLQJ�ZRUOG��VL]HDEOH�VKDUHV
RI� WKH� SRSXODWLRQ� GR� QRW� KDYH� DFFHVV� WR� KHDOWK�FDUH� IDFLOLWLHV�� 6R� IDU�� WKH
JRDO� RI� XQLYHUVDO� DFFHVV� WR� VRFLDO� VHUYLFHV� KDV� UHPDLQHG� HOXVLYH�� 7KXV�� D
FRQVHQVXV�LV�HPHUJLQJ�DERXW�WKH�QHHG�IRU�XQLWLQJ�WKH�HIIRUWV�RI�FLYLO�VRFLHW\�
WKH�VWDWH�DQG�WKH�PDUNHW�WR�EXLOG�PRUH�HTXLWDEOH�DQG�VXVWDLQDEOH�V\VWHPV�RI
VRFLDO� SURYLVLRQ�� ,Q� RWKHU� ZRUGV�� WKH� VRFLDO� VHUYLFH� DUHQD� LV� QR� ORQJHU
SHUFHLYHG� DV� VROHO\� VWDWH� EXVLQHVV�� ,W� KDV� EHFRPH� WKH� FRQFHUQ� DQG
UHVSRQVLELOLW\�RI�WKH�VRFLHW\�DV�D�ZKROH��$W�WKH�VDPH�WLPH��WKLV�PXOWLSOLFLW\
RI�SURYLGHUV�FDOOV�IRU�WKH�GHYHORSPHQW�RI�D�UHJXODWRU\�IUDPHZRUN�WKDW�WDNHV
LQWR� FRQVLGHUDWLRQ� WKH� XQLTXH� FKDUDFWHULVWLFV� RI� VRFLDO� VHUYLFHV�� RI� WKH
SURYLGHUV��DQG�WKH�ZD\�WKH\�LQWHUDFW�LQ�WKH�PDUNHW�

5HJXODWRU\� SUDFWLFHV� ZHUH� LQLWLDOO\� GHYHORSHG� WR� RIIVHW� ZHOIDUH� ORVVHV
UHVXOWLQJ� IURP� WKH� RSHUDWLRQ� RI� XWLOLWLHV� �HOHFWULFLW\�� JDV�� ZDWHU�� HWF���
3UDFWLFH�FRQILUPHG�WKDW�XQOHVV�XWLOLW\�RSHUDWRUV�ZHUH�UHJXODWHG��WKH\�ZRXOG
SURGXFH�OHVV�RXWSXW�DQG�LPSRVH�KLJKHU�SULFHV�RQ�FRQVXPHUV��7KHUHIRUH��WKH
REMHFWLYH� RI� UHJXODWRU\� SROLFLHV� ZDV� WR� LQIOXHQFH� WKH� SULFLQJ� DQG� RXWSXW
GHFLVLRQV� WDNHQ� E\� GLIIHUHQW� SURGXFHUV� LQ� D� GHWHUPLQLVWLF� HQYLURQPHQW�
1RZDGD\V��UHJXODWLRQ�LV�XQGHUVWRRG�LQ�D�EURDGHU�ZD\��DV�D�ZD\�WR�LQIOXHQFH
SULYDWH�VHFWRU�EHKDYLRXU�DQG�WR�HVWDEOLVK�DQ�DSSURSULDWH�LQFHQWLYH�V\VWHP�WR
JXLGH�RU�FRQVWUDLQ�HFRQRPLF�GHFLVLRQV��9LFNHUV�DQG�<DUURZ������������ ,Q
UHFHQW� \HDUV�� LW� KDV� EHHQ� UHFRJQL]HG� WKDW� UHJXODWRUV� DUH� IXQGDPHQWDOO\
FRQVWUDLQHG�E\�WKH�ODFN�RI�DFFXUDWH�LQIRUPDWLRQ�RQ�WKH�ILUPV�WKH\�UHJXODWH
�7LUROH��������$FFRUGLQJO\��WKH�QHZ�WKHRU\�RI�UHJXODWLRQ�WDNHV�LQWR�DFFRXQW
WKH� UROH� RI� PRUDO� KD]DUG� DQG� DV\PPHWULF� LQIRUPDWLRQ� WKDW� PD\� HPHUJH
EHWZHHQ�WKH�UHJXODWRU�DQG�WKH�ILUP�

7KLV� SDSHU� LV� GHYRWHG� WR� DQDO\VLQJ� WKH� UROH� RI� UHJXODWLRQ� ZLWKLQ� WKH� VR�
FDOOHG�PL[HG�HFRQRP\�RI�FDUH��:LVWRZ�HW�DO��������WKDW�LV�FKDUDFWHUL]HG�E\
PXOWLSOH� SURYLGHUV�� WKH� VWDWH�� WKH� SULYDWH� VHFWRU�� QRQ�SURILW� RUJDQL]DWLRQV�
HWF��,QIRUPDWLRQ�RQ�WKH�PHWKRGV�XVHG�WR�UHJXODWH�VRFLDO�VHUYLFHV�LQ�WKH�OHDVW
GHYHORSHG�FRXQWULHV��/'&V��LV�VFDUFH��7KLV�UHVXOWV�SDUWO\�IURP�WKH�IDFW�WKDW
HYHQ�WKRXJK�SULYDWH�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�KDV�JURZQ�LQ�UHFHQW�\HDUV�
WKH�DWWHPSW� WR� 
IRUPDOL]H
� WKH�SDUWLFLSDWLRQ�RI� �QRQ�VWDWH�SURYLGHUV� LV�TXLWH
UHFHQW��6R�LV�WKH�SHUFHLYHG�QHHG�IRU�UHJXODWLRQ��7KXV��WKLV�SDSHU�DWWHPSWV�WR
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DQDO\VH� WKH� FKDOOHQJHV� WKDW� WKLV� PXOWLSOLFLW\� RI� SURYLGHUV� UHSUHVHQWV� WR
DFKLHYLQJ� HIILFLHQW� DQG� HTXLWDEOH� RXWFRPHV� LQ� WKH� GRPDLQ� RI� VRFLDO
SURYLVLRQ��1RWDEO\��ZH�ZRXOG�OLNH�WR�H[SORUH�WKH�UROH�RI�UHJXODWLRQ�LQ� WKLV
QHZ�PDUNHW�FRQILJXUDWLRQ��WKH�QHZ�UROH�RI�WKH�VWDWH�ZKLFK�WUDGLWLRQDOO\�ZDV
VROHO\�UHVSRQVLEOH�IRU�VRFLDO�VHUYLFH�SURYLVLRQ��DQG��ILQDOO\��WR�VSHFXODWH�RQ
ZKDW�WKH�EHVW�DSSURDFK�WR�UHJXODWLRQ�RI�VRFLDO�PDUNHWV�ZRXOG�EH�

,Q�WKH�VHFRQG�SDUW�RI�WKH�SDSHU��ZH�SUHVHQW�VRPH�H[DPSOHV�RI�WKH�HYROXWLRQ
RI� WKH� PL[HG� HFRQRP\� RI� FDUH� LQ� ORZ�LQFRPH� FRXQWULHV�� :H� UHYLHZ� WKH
PDUNHW�IDLOXUHV�FKDUDFWHUL]LQJ�PHULW�JRRGV��EDVLF�HGXFDWLRQ�DQG�KHDOWK�FDUH�
WKDW� ZRXOG� MXVWLI\� JRYHUQPHQW� LQWHUYHQWLRQ� DV� WKH� VHFRQG� EHVW� VROXWLRQ�
$WWHQWLRQ� LV� GHYRWHG� WR� WKH� UHDVRQV� XQGHUO\LQJ� HDFK� RI� WKH� DVSHFWV� RI
JRYHUQPHQW� LQWHUYHQWLRQ��SURGXFWLRQ�� ILQDQFLQJ� DQG� UHJXODWLRQ�� :H� WKHQ
UHIHU� WR� WKH�DSSOLFDWLRQ�RI� WKH�QHZ� WKHRU\�RI� UHJXODWLRQ� WR�VRFLDO� VHUYLFHV�
)LUVW��ZH�FRQVLGHU�WKH�FDVH�RI�UHJXODWLRQ�ZLWKRXW�WUDQVIHUV�WKDW�FKDUDFWHUL]H�
DW� OHDVW� LQ� WKHRU\�� WKH� RSHUDWLRQ� RI� SULYDWH� IRU�SURILW� SURYLGHUV� �SULYDWH
VFKRROV�� SULYDWH� KHDOWK� LQVXUDQFH� FRPSDQLHV�� HWF���� 1H[W�� ZH� FRQVLGHU
SURFXUHPHQW�� ZKHUH� WUDQVIHUV� DUH� DOORZHG�� 7KLV� VLWXDWLRQ� ZRXOG� DSSO\� WR
VXFK� QRQ�SURILW� RUJDQL]DWLRQV� DV� SURYLGHUV� RI� VRFLDO� VHUYLFHV�� ,Q� WKH� ILIWK
SDUW�� ZH� UHIHU� WR� WKH� PDUNHW� VWUXFWXUH� WR� ZKLFK� WKH� UHJXODWRU\� FRQVWUDLQW
ZRXOG� EH� DSSOLHG�� 7KH� SUHVHQFH� RI� PXOWLSOH� SURYLGHUV� ZLWK� GLIIHUHQW
REMHFWLYH�IXQFWLRQV�LV�DQDO\VHG�XQGHU�WKH�IUDPHZRUN�RI�D�PL[HG�ROLJRSRO\�
ZKHUH�WKH�SUHVHQFH�RI�WKH�VWDWH�DV�D�SURYLGHU�DPRQJ�SULYDWH�XQLWV�LV�LQ�LWVHOI
D� UHJXODWRU\� LQVWUXPHQW�� :H� UHYLHZ� WKH� UHVXOWV� RI� SULYDWL]DWLRQ� DQG
VXEVLGL]DWLRQ�ZLWKLQ�D�PL[HG�ROLJRSRO\��&RQFOXVLRQV�FORVH�WKH�SDSHU�
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'XULQJ�WKH� ODVW�GHFDGH�� WKH�SURYLVLRQ�RI�NH\�VRFLDO�VHUYLFHV� LQ�GHYHORSLQJ
FRXQWULHV�KDV�EHHQ�DIIHFWHG�E\�DGYHUVH�PDFURHFRQRPLF�FRQGLWLRQV�DQG�E\
FKDQJHV� LQ� WKH� HFRQRPLF� SKLORVRSK\��0DFURHFRQRPLF� LQVWDELOLW\�� HURGLQJ
ILVFDO� FDSDFLW\�� PDGH� LW� GLIILFXOW� IRU� WKH� VWDWH� LQ� GHYHORSLQJ� FRXQWULHV� WR
IXOILO�WKH�JRDO�RI�XQLYHUVDO�VRFLDO�VHUYLFH�SURYLVLRQ��,Q�DGGLWLRQ��FKDQJHV�LQ
WKH�HFRQRPLF�SDUDGLJP�DUH�DGGLQJ�SUHVVXUH�WR�UHIRUP�WKH�V\VWHP�RI�VRFLDO
VHUYLFHV��7KH�
ZHOIDULVW
�RU�WUDGLWLRQDO�DSSURDFK�WKDW�JLYHV�SURPLQHQFH�WR�WKH
VWDWH�LQ�GHOLYHULQJ�DQG�ILQDQFLQJ�RI�TXDVL�SXEOLF�PHULW�JRRGV�LV�FKDOOHQJHG
E\�WKH�
QHROLEHUDO
�DSSURDFK�WKDW�DGYRFDWHV�WKH�QHHG�WR�FLUFXPVFULEH�WKH�UROH
RI� WKH� JRYHUQPHQW� WR� WKDW� RI� UHVLGXDO� SURYLGHU� IRU� WKH� H[WUHPHO\� SRRU�
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$FFRUGLQJ�WR�WKH�QHROLEHUDO�DSSURDFK��WKH�SULYDWH�VHFWRU��E\�UHO\LQJ�RQ�SULFH
PHFKDQLVPV��FRXOG�DFKLHYH�D�PRUH�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�

7KH�FUHDWLRQ�RI�TXDVL�PDUNHWV� LQ� WKH�VRFLDO�VHUYLFH�VHFWRUV�� WKURXJK�ZKLFK
SULYDWH�VHFWRU�PHFKDQLVPV�DUH�WUDQVIHUUHG�WR�WKH�SXEOLF�VHFWRU��LV�RQH�RI�WKH
VDOLHQW�IHDWXUHV�RI�WKH�WUDQVIRUPDWLRQ�XQGHUJRLQJ�WKHVH�VHFWRUV�LQ�WKH�/'&V�
7KH�FUHDWLRQ�RI�TXDVL�PDUNHWV�KDV�EHHQ�DFFRPSDQLHG�E\�WKH�SULYDWL]DWLRQ�RI
VHUYLFHV��,Q�WKH�OLWHUDWXUH�RQ�VRFLDO�VHUYLFHV��SULYDWL]DWLRQ�WDNHV�RQ�GLIIHUHQW
PHDQLQJV�� )RU� WKH� VDNH� RI� FODULW\�� ZH� LQWHUSUHW� WKH� WHUP� 
SULYDWL]DWLRQ
� WR
UHIHU�WR�WKH�VXSSO\�DQG�WR�WKH�GHPDQG�VLGH��2Q�WKH�VXSSO\�VLGH��SULYDWL]DWLRQ
FDQ�EH� XQGHUVWRRG� DV� WKH� FUHDWLRQ� RI� QHZ� IDFLOLWLHV� RZQHG� E\� WKH� SULYDWH
VHFWRU� DQG�RU� DV� FRQWUDFWLQJ�RXW� H[LVWLQJ� SXEOLF� IDFLOLWLHV��2Q� WKH� GHPDQG
VLGH��SULYDWL]DWLRQ�LPSOLHV�XVHU�IHHV�IRU�JDLQLQJ�DFFHVV�WR�WKH�VHUYLFH��)HHV
DUH� LPSRVHG� LQ� SULYDWHO\� RZQHG�� DV� ZHOO� DV� LQ� VWDWH� IDFLOLWLHV� �ZKLFK
WUDGLWLRQDOO\�KDYH�EHHQ� IUHH�RI�FKDUJH��� ,Q� WKLV�PDQQHU��JRYHUQPHQWV� VHHN
SULYDWH� VHFWRU� LQYROYHPHQW� WR� REWDLQ� DGGLWLRQDO� UHVRXUFHV� WR� ILQDQFH
VHUYLFHV��,W�LV�DOVR�EHOLHYHG�WKDW�SULYDWH�VHFWRU�SDUWLFLSDWLRQ�UDLVHV�HIILFLHQF\
E\� IRVWHULQJ� FRPSHWLWLRQ�� PHHWLQJ� FRQVXPHU� GHPDQGV� DQG� HQFRXUDJLQJ
SURSHU�XVH�RI�UHVRXUFHV�

7KH� LPSRUWDQFH� RI� QRQ�VWDWH� SURYLVLRQ� LQ� KHDOWK� DQG� HGXFDWLRQ� LQ� VRPH
GHYHORSLQJ� FRXQWULHV� �ERWK� LQ� UXUDO� DQG� LQ� XUEDQ� DUHDV�� LV� TXLWH
FRQVLGHUDEOH��)RU�H[DPSOH��LQ�&DPHURRQ�QRQ�VWDWH�SURYLGHUV�DFFRXQW�IRU���
SHU�FHQW�RI�DOO�KHDOWK�IDFLOLWLHV��,Q�7DQ]DQLD��WKH�FKXUFK�PDQDJHV����SHU�FHQW
RI�WKH�KRVSLWDOV�DQG�QRQ�SURILW�RUJDQL]DWLRQV�LQ�/HVRWKR�PDQDJH����SHU�FHQW
�5RELQVRQ�DQG�:KLWH��������,Q�WKH�FDVH�RI�HGXFDWLRQ��VWDWH�SURYLVLRQ�LV�VWLOO
GRPLQDQW��EXW�HQUROPHQW�LQ�SULYDWH�VFKRROV�YDULHV�DFFRUGLQJ�WR�WKH�OHYHO�RI
HGXFDWLRQ�� ,Q� /DWLQ� $PHULFDQ� FRXQWULHV�� SXEOLF� HQUROPHQW� UHSUHVHQWV� RQ
DYHUDJH� ��� SHU�FHQW� RI� SULPDU\� HGXFDWLRQ� DQG� ��� SHU�FHQW� RI� VHFRQGDU\
HGXFDWLRQ�LQ�������,$'%�������

+RZHYHU��LPSRVLQJ�XVHU�IHHV�KLQGHUV�DFFHVV�WR�VHUYLFHV��HVSHFLDOO\�IRU�WKH
SRRUHVW�VHJPHQW�RI�WKH�SRSXODWLRQ��7KXV��XVHU�IHHV�LQ�KHDOWK�FDUH�KDYH�EHHQ
UHSRUWHG� WR�EH�KLJKO\�H[FOXVLRQDU\��(YLGHQFH� IURP�VHYHUDO� FDVH� VWXGLHV� LQ
$IULFDQ� FRXQWULHV� VKRZ� WKDW� WKH� QXPEHU� RI� SDWLHQWV� GURSSHG� LQ� DOO
KHDOWK�FDUH� IDFLOLWLHV� DIWHU� WKH� LQWURGXFWLRQ� RI� XVHU� IHHV�� 0RUHRYHU�
IHH�LQGXFHG�GURSRXWV� DSSHDUHG� WR� EH�SHUPDQHQW� LQ� QDWXUH� �:DWNLQV������
5HGG\� DQG� 9DQGHPRRUWHOH� ������� 7KH� LQWURGXFWLRQ� RI� XVHU� IHHV� LQ
VWDWH�RZQHG�IDFLOLWLHV�LQ�/DWLQ�$PHULFD�KDV�KDG�VLPLODU�UHVXOWV��2Q�WKH�RWKHU
KDQG�� KRZHYHU�� &KLOH�� &RORPELD� DQG� 3HUX� KDYH� DOVR� FUHDWHG� V\VWHPV� RI
SULYDWH� KHDOWK� LQVXUDQFH� FRPSDQLHV� WKDW� ZRUN� VLPLODUO\� WR� WKH� $PHULFDQ
+HDOWK� 0DLQWHQDQFH� 2UJDQL]DWLRQV� �+02V��� $V� WKH� &KLOHDQ� H[SHULHQFH
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VKRZV��RSWLQJ�RXW�RI�WKH�SXEOLF�KHDOWK�FDUH�V\VWHP�FDQ�EH�SUREOHPDWLF��6R
IDU�� LW� KDV� EHHQ� YHU\� GLIILFXOW� WR� SUHYHQW� SULYDWH� LQVXUDQFH� FRPSDQLHV
�,6$35(6�� IURP� FUHDP� VNLPPLQJ� �5DF]\QVNL� ������� <RXQJ�� KLJK�VDODU\
HDUQHUV� DSSHDU� WR� EH� JURVVO\� RYHU�LQVXUHG�� ZKLOH� PLGGOH�LQFRPH� HDUQHUV
EDUHO\�PDQDJH�WR�JHW�D�UHDVRQDEOH�SDFNDJH��,Q�FDVH�RI�JUDYH�LOOQHVV��SHRSOH
KDYH� WR� JR� EDFN� WR� WKH� VWDWH� V\VWHP�� D� V\VWHP� WR� ZKLFK� WKH\� KDYH� QRW
FRQWULEXWHG��$QRWKHU� REYLRXV� SUREOHP� LV� WKDW� SRRU� UXUDO� FRPPXQLWLHV� DUH
QRW� DWWUDFWLYH� IRU� WKH� SULYDWHO\�RZQHG� LQVXUDQFH� FRPSDQLHV� DQG� PD\� EH
H[FOXGHG�IURP�WKH�V\VWHP��7KXV��WKH�VWDWH²ZLWK�OHVV�IXQGLQJ²KDV�WR�FDUH
IRU�WKRVH�ZLWK�WKH�JUHDWHVW�QHHGV��WKH�SRRU�DQG�WKH�HOGHUO\��&RORPELD��ZKLFK
IROORZHG�&KLOH
V� H[DPSOH��KDV� WULHG� WR�DYRLG� WKHVH�SUREOHPV�E\�SURYLGLQJ
VXEVLGLHV� WR� SULYDWH� FRPSDQLHV� LQ� RUGHU� WR� PDNH� WKH� SURYLVLRQ� RI� VRFLDO
VHUYLFHV�WR�WKH�SRRU�PRUH�DWWUDFWLYH��%XW�WKH�UHVXOWV�RQ�ZKHWKHU�WKLV�V\VWHP
FRXOG� SURYLGH� D� YLDEOH� DQG� HTXLWDEOH� DOWHUQDWLYH� IRU� SURYLGLQJ� XQLYHUVDO
KHDOWK�FDUH�DUH�VWLOO�LQFRQFOXVLYH�

7KH�SULYDWL]DWLRQ�RI�HGXFDWLRQDO�VHUYLFHV�KDV�EHHQ�JRLQJ�RQ�IRU�VRPH�WLPH�
DGGLQJ� FRQVLGHUDEOH� SUHVVXUH� RQ� KRXVHKROGV� EXGJHWV�� 3XEOLF� DQG� SULYDWH
VFKRROV�FXUUHQWO\�UHTXLUH�VXEVWDQWLYH�RXW�RI�SRFNHW�FRQWULEXWLRQV��H�J��HQWU\
IHHV�� WXLWLRQ�� OHYLHV� WR� SDUHQW�WHDFKHU� DVVRFLDWLRQV�� FDVK� RU� LQ�NLQG
GRQDWLRQV��HWF����1RW�VXUSULVLQJO\��WKH�EXUGHQ�RI�HGXFDWLRQ�IHHV�LV�IHOW�PRVW
VHYHUHO\� LQ� WKH� SRRUHVW� KRXVHKROGV�� )RU� LQVWDQFH�� KRXVHKROG� VXUYH\V� LQ
9LHWQDP�VKRZ�WKDW�SDUHQWV�LQ�WKH�SRRUHVW�TXLQWLOH�H[SHQG����SHU�FHQW�RI�WKH
IDPLO\
V�QRQ�IRRG� LQFRPH� WR� VHQG�RQH�FKLOG� WR� HOHPHQWDU\� VFKRRO��7KLV� LV
DOPRVW� WZLFH� DV� PXFK� DV� LQ� WKH� ULFKHVW� TXLQWLOH�� $W� WKH� ORZHU� VHFRQGDU\
OHYHO�� LW� FRVWV� WKH� SRRUHVW� KRXVHKROGV� DQ� HTXLYDOHQW� RI� ��� SHU�FHQW� RI� WKH
KRXVHKROG�LQFRPH�FRPSDUHG�WR����SHU�FHQW�RI�WKH�ZHDOWKLHVW�TXLQWLOH��,Q�WKH
SRRUHVW�TXLQWLOH�LQ�,QGRQHVLD��GLUHFW�SULPDU\�VFKRRO�H[SHQGLWXUHV�DEVRUE���
SHU�FHQW�RI�WKH�DYHUDJH�KRXVHKROG�LQFRPH��FRPSDUHG�WR����SHU�FHQW� LQ� WKH
ULFKHVW� TXLQWLOH� �:DWNLQV� ������� 7KHVH� ILQGLQJV� DUH� FRQILUPHG� E\� VWXGLHV
FRQGXFWHG�LQ�/DWLQ�$PHULFD��)RU�LQVWDQFH��D�KRXVHKROG�VXUYH\�LQ�&RORPELD
LQ������VKRZHG�WKDW�
KRXVHKROG�LQFRPH�VKDUH�DOORFDWHG�WR�HGXFDWLRQ�LV�QRW
RQO\�VLJQLILFDQW�EXW�ODUJHU�IRU�ORZHU�LQFRPH�JURXSV
��,$'%�������

7KURXJKRXW� WKH� GHYHORSLQJ� ZRUOG�� SXEOLF� HGXFDWLRQ� DQG� KHDOWK� KDYH
GHWHULRUDWHG� DV� D� UHVXOW� RI� FXWV� LQ� JRYHUQPHQW� VSHQGLQJ�� EXW� WKH\� DUH� WKH
RQO\� DOWHUQDWLYH� RI� WKH� SRRU�� )XUWKHUPRUH�� GUDPDWLF� GLIIHUHQFHV� H[LVW
EHWZHHQ�WKH�HGXFDWLRQDO�DWWDLQPHQW�RI�FKLOGUHQ�WDXJKW�LQ�SULYDWH�DQG�SXEOLF
VFKRROV�� ,JXLxL]� ������� UHSRUWV� WKDW� 3HUXYLDQ� FKLOGUHQ� LQ� XUEDQ� SULYDWH
VFKRROV�UHFHLYH�RQ�DYHUDJH�IRXU�WLPHV�PRUH�HIIHFWLYH�LQVWUXFWLRQ��PHDVXUHG
DFFRUGLQJ� WR�KRXUV�RI� WHDFKLQJ�SHU�\HDU�� WKDQ� FKLOGUHQ� LQ� UXUDO� DUHDV�� DQG
WZLFH� DV�PXFK�DV� FKLOGUHQ� LQ�XUEDQ�SXEOLF� VFKRROV��:LWK� UHJDUG� WR�KHDOWK
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VHUYLFHV��TXDOLW\�LV�GHFOLQLQJ�LQ�SXEOLF�KHDOWK�IDFLOLWLHV�DQG�FDUH�LV�UDWLRQHG
WKURXJK� D� V\VWHP� RI� TXHXLQJ�� 3URSRQHQWV� RI� WKH� SULYDWL]DWLRQ� RI� VRFLDO
VHUYLFHV� DUJXH� WKDW� WKHVH� QHJDWLYH� HIIHFWV� GR� QRW� QHFHVVDULO\� FRQVWLWXWH
ZHDNQHVVHV�RI�SULYDWL]DWLRQ�SHU�VH�� LQVWHDG�� WKH\�KLJKOLJKW� WKH� LPSRUWDQFH
RI� DVVHVVLQJ� WKH� VFRSH� RI� FRPSHWLWLRQ� LQ� WKH� LQFXPEHQW� PDUNHWV�� DQG� RI
HVWDEOLVKLQJ�UHJXODWRU\�PHFKDQLVPV�LQ�PDUNHWV�ZKHUH�H[FOXVLRQ�LV�OLNHO\�WR
RFFXU��,Q�ORZ�LQFRPH�FRXQWULHV��UHJXODWLRQ�VKRXOG�DLP�WR�IXOILO� WKH�HOXVLYH
JRDO�RI�DFKLHYLQJ�XQLYHUVDOLW\�LQ�VRFLDO�VHUYLFHV� ��

�� 0$5.(7�)$,/85(6�,1�('8&$7,21�$1'�+($/7+�&$5(

7KH�PDUNHW�IRU�VXFK�VRFLDO�VHUYLFHV�DV�EDVLF�HGXFDWLRQ�DQG�KHDOWK�FDUH�� LV
FKDUDFWHUL]HG�E\� VHYHUDO� LPSHUIHFWLRQV�RU� IDLOXUHV��:H� UHIHU� WR� WKHVH� KHUH
RQO\�EULHIO\�VLQFH�WKH\�DUH�H[WHQVLYHO\�GRFXPHQWHG�LQ�WKH�OLWHUDWXUH��VHH�IRU
LQVWDQFH��6WLJOLW]�������0ZDEX��8JD]�DQG�:KLWH��������,W�LV��QHYHUWKHOHVV�
LPSRUWDQW� WR� SRLQW� RXW� DW� WKLV� VWDJH� WKDW� WKH� VR�FDOOHG� PDUNHW� IDLOXUH
PRWLYDWHV� JRYHUQPHQW� LQWHUYHQWLRQ� WR� HQVXUH� WKDW� WKH� PDUNHW� DFKLHYHV
VRFLDOO\� HIILFLHQW� RXWFRPHV�� *RYHUQPHQW� LQWHUYHQWLRQ� LQ� WKH� PDUNHW� FDQ
WDNH� WKH� IRUP�RI� VXEVLGLHV��GLUHFW�SURGXFWLRQ�RU� UHJXODWLRQV�� ,Q� WKLV� VWXG\�
ZH�WUHDW�WKHVH�IRUPV�RI�LQWHUYHQWLRQ�VHSDUDWHO\��,Q�WKH�QH[W�VHFWLRQ��ZH�VHH
KRZ�WKHVH�WKUHH�FDQ�EH�SHUFHLYHG�DV�GLIIHUHQW�DVSHFWV�RI�WKH�UHJXODWRU\�UROH
RI�WKH�JRYHUQPHQW�

*RYHUQPHQW�VXEVLGLHV�WR�HGXFDWLRQ�DQG�KHDOWK�FDUH�DUH�MXVWLILHG�IRU�DW�OHDVW
WZR�UHDVRQV��7KH�ILUVW�RQH�LV�WKH�SUHVHQFH�RI�SRVLWLYH�H[WHUQDOLWLHV��3RVLWLYH
H[WHUQDOLWLHV�GHWHUPLQH�WKDW�WKH�PDUJLQDO�VRFLDO�EHQHILW�FXUYH�LV�KLJKHU�WKDQ
WKH�LQGLYLGXDO�PDUJLQDO�EHQHILW�FXUYH��,Q�DQ�HTXLOLEULXP��PDUNHW�SURYLVLRQ
ZLOO� EH� GHWHUPLQHG� E\� WKH� LQWHUVHFWLRQ� EHWZHHQ� WKH� LQGLYLGXDO� PDUJLQDO
EHQHILW�DQG�WKH�PDUJLQDO�FRVW�FXUYH��+RZHYHU��WKH�HIILFLHQW�OHYHO�RI�VHUYLFH
SURYLVLRQ�ZLOO�EH�GHWHUPLQHG�E\�WKH�LQWHUVHFWLRQ�RI� WKH�PDUJLQDO�FRVW�ZLWK
WKH�VRFLDO�EHQHILW�FXUYH��7KLV�HTXLOLEULXP�LV�FKDUDFWHUL]HG�E\�D�KLJKHU�OHYHO
RI� VHUYLFHV� DQG� D� ORZHU� OHYHO� RI� SULFHV� WKDQ� WKH� TXDQWLW\� DQG� SULFH
GHWHUPLQHG�HTXDWLQJ�WKH�LQGLYLGXDO�PDUJLQDO�EHQHILW�ZLWK�WKH�PDUJLQDO�FRVW�
,Q� RWKHU� ZRUGV�� WKH� SUHVHQFH� RI� SRVLWLYH� H[WHUQDOLWLHV� OHDGV� WR� WKH� XQGHU�
SURYLVLRQ� RI� WKHVH� VHUYLFHV� LI� ZH� UHO\� H[FOXVLYHO\� RQ� WKH� PDUNHW�� XQOHVV
WKHUH�LV�JRYHUQPHQW�LQWHUYHQWLRQ��VXEVLG\��WR�FRPSHQVDWH�WKH�GLIIHUHQFH�LQ
SULFHV�



�

7KH�VHFRQG�MXVWLILFDWLRQ�RI�JRYHUQPHQW�VXEVLGLHV�LV�WKH�H[LVWHQFH�RI�FDSLWDO
PDUNHW�DQG�LQVXUDQFH�PDUNHW�LPSHUIHFWLRQV��7KH�UHWXUQV�RI�WKH�LQYHVWPHQW
LQ� HGXFDWLRQ� DUH� VXEMHFW� WR� XQFHUWDLQW\�� ,Q� PRVW� SRRU� FRXQWULHV�� VSHFLDO
LQVWUXPHQWV� GHVLJQHG� WR� ILQDQFH� HGXFDWLRQ� GR� QRW� H[LVW�� DQG� LW� LV� YHU\
GLIILFXOW�IRU�LQGLYLGXDOV�WR�DFFHVV�ORDQV�WR�SD\�IRU�HGXFDWLRQ��SDUWLFXODUO\�DW
WKH� EDVLF� OHYHO�� ,Q� WKH� FDVH� RI� KHDOWK� FDUH�� WKH� SUREOHP� LV� WKH� DEVHQFH� RI
V\VWHPV� RI� KHDOWK� LQVXUDQFH� WKDW� ZRXOG� FRYHU� WKH� PDMRULW\� RI� WKH
SRSXODWLRQ��7KHUHIRUH�� LQ�RUGHU� WR�PDNH� WKHVH� VHUYLFHV� DIIRUGDEOH� WR� ODUJH
VHJPHQWV� RI� WKH� SRSXODWLRQ�� WKH� JRYHUQPHQW� QHHGV� WR� LQWHUYHQH� E\
VXEVLGL]LQJ�HLWKHU�WKH�GHPDQG�RU�WKH�VXSSO\�RI�WKHVH�VHUYLFHV�

'LUHFW�JRYHUQPHQW�SURYLVLRQ�PD\�EH�MXVWLILHG�E\�WKH�IDFW�WKDW�WKH�SURYLVLRQ
RI� VRFLDO� VHUYLFHV� LPSOLHV� VXEVWDQWLYH� VXQN� FRVWV��ZKLFK� E\� GHILQLWLRQ� DUH
H[SHQGLWXUHV� WKDW� FDQQRW� EH� UHFRYHUHG� EHFDXVH� WKH� JRRGV� KDYH� QR
DOWHUQDWLYH� XVH� DV�� IRU� LQVWDQFH�� WKH� SXUFKDVH� RI� PHGLFDO� HTXLSPHQW�� 7KH
FRQVWUXFWLRQ� RI� KRVSLWDOV� DOVR� UHTXLUHV� EXON\� LQLWLDO� LQYHVWPHQW� WKDW� PD\
GLVFRXUDJH�SURYLVLRQ�E\�WKH�PDUNHW��)XUWKHUPRUH��WKH�GLIILFXOWLHV�DVVRFLDWHG
ZLWK� WKH� TXDOLW\�PRQLWRULQJ� RI� WKH� VHUYLFHV�� WKH� QHHG� WR� SURIHVVLRQDOL]H
HGXFDWLRQ�DQG�PHGLFDO�FDUH�� DQG� WKH�GLIILFXOWLHV�DVVRFLDWHG�ZLWK�HQIRUFLQJ
HIILFLHQF\�LQ�WKH�SURGXFWLRQ�RI�VHUYLFHV�DOO�SRLQW�WR�WKH�JRYHUQPHQW�DV� WKH
PRVW�
DSSURSULDWH
�SURYLGHU�

5HJXODWLRQ� LV� FRPPRQO\� XQGHUVWRRG� DV� D� VHW� RI� UXOHV� WKDW� DLP� WR� SURWHFW
XVHUV�RI� WKH� VHUYLFHV� E\� LPSRVLQJ� UHTXLUHPHQWV� RQ� TXDOLW\� DQG� VWDQGDUGV�
)RU� LQVWDQFH� LQ� WKH� FDVH� RI� KHDOWK� FDUH�� UHJXODWLRQ� WDNHV� WKH� IRUP� RI
OLFHQVLQJ� SUDFWLWLRQHUV� DQG� FRQWUROOLQJ� PHGLFDO� VFKRRO� FXUULFXOD�� 7KHVH
UHJXODWLRQV� DWWHPSW� WR� SUHYHQW� WKRVH� ZLWKRXW� VXIILFLHQW� NQRZOHGJH� IURP
VHOOLQJ� WKHLU� VHUYLFHV� WR� XQZDU\� SDWLHQWV�� ,Q� WKH� FDVH� RI� HGXFDWLRQ�
UHJXODWLRQ� LV�GHVLJQHG� WR�HQVXUH� WKDW�FLWL]HQV�DFTXLUH� WKH�EDVLF�NQRZOHGJH
DQG� VNLOOV� QHFHVVDU\� WR� IXQFWLRQ� HIIHFWLYHO\� LQ� VRFLHW\�� 1HYHUWKHOHVV�
UHJXODWLRQ�FDQ�EH�EHWWHU�XQGHUVWRRG��DQG�WKLV�LV�WKH�DSSURDFK�ZH�IROORZ�LQ
WKLV� SDSHU�� DV� D� FRQWUDFW� EHWZHHQ� WKH� UHJXODWRU� DQG� WKH� SURYLGHU�
)XUWKHUPRUH�� VRFLDO� VHUYLFH� SURYLVLRQ� FDQ� IDOO� LQWR� WKH� FDWHJRU\� RI
SURFXUHPHQW�EHWZHHQ�WKH�SULQFLSDO��WKH�VWDWH�RU�WKH�UHJXODWRU\�DJHQF\��ZKR
LVVXHV�WKH�UHJXODWRU\�FRQWUDFW�DQG�WKH�FRQVXPHU�RI�WKH�VHUYLFH��,Q�WKLV�FDVH�
ERWK� DFWRUV� �WKH� UHJXODWRU� DQG� WKH� FRQVXPHU�� KDYH� WKH� VDPH� REMHFWLYH
IXQFWLRQ�

2QH�REYLRXV�GLIILFXOW\�LQ�HVWDEOLVKLQJ�D�UHJXODWRU\�FRQWUDFW�IRU�SURFXUHPHQW
RI�VRFLDO�VHUYLFHV� LV� WKDW�TXDOLW\�D�SULRUL� LV�YHU\�GLIILFXOW� WR�DVVHVV�� ,Q� WKH
FDVH� RI� HGXFDWLRQ�� KLJK�ORZ� TXDOLW\� PD\� EH� EOXUUHG� E\� LQGLYLGXDO
FDSDELOLWLHV�� ,Q� WKH�FDVH�RI�KHDOWK�FDUH��ZKDW� LV�FRQVLGHUHG�JRRG� WUHDWPHQW
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IRU�RQH�SDWLHQW�PD\�EH� LQDGHTXDWH� IRU�DQRWKHU��+HDOWK�FDUH�DQG�HGXFDWLRQ
IDOO� LQWR� WKH� FDWHJRU\� RI� H[SHULHQFH� JRRGV� IRU� ZKLFK� TXDOLW\� FDQ� EH
REVHUYHG�RQO\�DIWHU�SXUFKDVH��DV�RSSRVHG�WR�VHDUFK�JRRGV�IRU�ZKLFK�TXDOLW\
FDQ� EH� YHULILHG� H[�DQWH�� ,Q� JHQHUDO�� D� QRQ�UHJXODWHG� SURYLGHU� KDV� WZR
LQFHQWLYHV� WR� SURYLGH� KLJK� TXDOLW\� VHUYLFHV�� VDOHV� DQG� UHSXWDWLRQ�� :KHQ
TXDOLW\� LV� REVHUYHG�EHIRUH�SXUFKDVH�� DV� LQ� WKH� FDVH� RI� VHDUFK�JRRGV�� SRRU
TXDOLW\�GLVFRXUDJHV�GHPDQG��DQG�LV�GHWULPHQWDO�WR�UHSXWDWLRQ��,Q�WKH�FDVH�RI
H[SHULHQFH�JRRGV��LQ�ZKLFK�TXDOLW\�LV�REVHUYHG�RQO\�H[�SRVW��PRWLYDWLRQ�WR
SURYLGH�KLJK�TXDOLW\�LV�UHODWHG�WR�WKH�FXVWRPHU�UHSHDWLQJ�KLV�KHU�SXUFKDVH�LQ
WKH�IXWXUH��7KLV�LV�QRW�DSSOLFDEOH�WR�VXUJLFDO�LQWHUYHQWLRQV�WKDW�DUH�DVVXPHG
WR�EH�UHOHYDQW�RQO\�RQFH�LQ�D�OLIHWLPH��$OVR�� WKH� ORVHV� LQFXUUHG�GXULQJ�RQH
\HDU�RI�SRRU�TXDOLW\�VFKRROLQJ��HVSHFLDOO\�DW�WKH�HOHPHQWDU\�OHYHO��KDYH�YHU\
LPSRUWDQW�QHJDWLYH�FRQVHTXHQFHV�IRU�WKH�FKLOG
V�IXWXUH�

�� 7+(�7+(25<�2)�5(*8/$7,21�$33/,('
72�62&,$/�6(59,&(6

*RYHUQPHQWV�KDYH� IRVWHUHG�JURZWK�RI� WKH�YROXQWDU\� VHFWRU�E\� FRQWUDFWLQJ
RXW�SXEOLF�VHUYLFHV�DQG�E\�LQFUHDVLQJ�WKH�LQYROYHPHQW�RI�QRQ�JRYHUQPHQWDO
RUJDQL]DWLRQV� LQ� RIILFLDO� GHYHORSPHQW� SURJUDPPHV� �5RELQVRQ� DQG� :KLWH
�������$OVR��SULYDWH�IRU�SURILW�SURYLGHUV�KDYH�EHHQ�HQFRXUDJHG�WR�RSHUDWH�LQ
WKH� PDUNHW�� 7KLV� RSHQLQJ�XS� RI� WKH� PDUNHW� WR� QRQ�VWDWH� SURYLGHUV� LV
FRQVLGHUHG�WR�EH�D�FUXFLDO�VWHS�LQ�HQIRUFLQJ�HIILFLHQF\�WKURXJK�FRPSHWLWLRQ�
:LWKLQ�WKLV�FRPSHWLWLYH�IUDPHZRUN�WKH�JRYHUQPHQW�PD\�FRQWLQXH�WR�GHOLYHU
VRPH�VHUYLFHV��EXW�LWV�PDLQ�UHVSRQVLELOLW\�LV�WR�HQVXUH�XQLYHUVDO�DFFHVV�DQG
WR� UHJXODWH� �=XFNHUPDQ� DQG� GH� .DGW� ������� $W� WKH� VDPH� WLPH�� DOO� WKHVH
GLIIHUHQW�RUJDQL]DWLRQV�WKDW�FR�H[LVW�LQ�WKH�PDUNHW�IRU�VRFLDO�VHUYLFHV�PDNH
LW� PRUH� GLIILFXOW� WR� IRUPXODWH� D� UHJXODWRU\� IUDPHZRUN� DQG� WR� PRQLWRU� LWV
DSSOLFDWLRQ��$�IDFW�WR�EH�WDNHQ�LQWR�FRQVLGHUDWLRQ�LQ�WKH�GHVLJQ�RI�UHJXODWRU\
LQVWUXPHQWV�LV�WKDW�ERWK�SULYDWH�IRU�SURILW�DQG�QRQ�SURILW�SURYLGHUV�GLIIHU�LQ
WKHLU�DSSURDFK�WR� WKH�SURYLVLRQ�RI�VHUYLFHV��)RU�LQVWDQFH��DV�6WHLQEHUJ�DQG
:HLVEURG��������QRWH��IRU�SURILW�SURYLGHUV�DUH�QRW�GLUHFWO\�FRQFHUQHG�ZLWK
WKH� FRPSRVLWLRQ� RI� WKH� FOLHQWHOH�� FDULQJ� RQO\� LQVRIDU� DV� WKH� FOLHQW� PL[
DIIHFWV� WKHLU� SURILWDELOLW\�� 'HVLUDEOH� FOLHQWV� DUH� DOZD\V� WKRVH� ZLWK� WKH
JUHDWHVW�ZLOOLQJQHVV� WR� SD\� RU� WKRVH� LQYROYLQJ� OHVV� ULVN�� 7KLV� REVHUYDWLRQ
KDV�EHHQ�FRQILUPHG�E\�WKH�H[SHULHQFH�RI�,6$35(6�RSHUDWLRQV�LQ�&KLOH��VHH
DERYH��
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,Q�D�ZRUOG�RI�SHUIHFW� LQIRUPDWLRQ�� WKH� UHJXODWRU
V�SUREOHP� LV� WR�GHWHUPLQH
WKH�TXDQWLW\�RI�VHUYLFHV�DQG�WKH�SULFH�RI�WKRVH�VHUYLFHV�LQ�RUGHU�WR�PD[LPL]H
D�ZHOIDUH�XWLOLW\�IXQFWLRQ�IRU�WKH�VRFLHW\��2QFH�WKH�VROXWLRQ�WR�WKLV�SUREOHP
�TXDQWLW\�DQG�SULFHV��LV�NQRZQ��LW�LV�WKH�WDVN�RI�WKH�UHJXODWRU�WR�LQVWUXFW�WKH
SURYLGHUV�RI�WKH�VHUYLFH²LQ�WKLV�FDVH�QRQ�JRYHUQPHQWDO�RUJDQL]DWLRQV�DQG
SULYDWH�IRU�SURILW�SURYLGHUV²WR�LPSOHPHQW�WKDW�VROXWLRQ�

$V�ZH�KDYH�VHHQ��VRFLDO�VHUYLFHV�DUH�FKDUDFWHUL]HG�E\�SRVLWLYH�H[WHUQDOLWLHV�
DQG�LQ�VRPH�FDVHV��E\� LQFUHDVLQJ�UHWXUQV� WR�VFDOH��8QGHU� WKHVH�FRQGLWLRQV�
WKH�PDUJLQDO� FRVW�SULFLQJ� UXOH�ZLOO� SURGXFH� D� VRFLDOO\� LQHIILFLHQW� OHYHO� RI
SURYLVLRQ�RI� VHUYLFHV�� 3ULFHV� VHW� DW� WKH�PDUJLQDO� FRVW� OHYHO�ZLOO� QRW� DOORZ
SURYLGHUV� WR� IXOO\� UHFRYHU� FRVWV�� ,Q� WKLV� VLWXDWLRQ�� WKH� UHJXODWRU� KDV� WZR
RSWLRQV�� �L�� WR� VHW�SULFHV� DW� D� OHYHO�KLJKHU� WKDQ�PDUJLQDO� FRVWV²WR� D� OHYHO
ZKHUH� SULFHV� HTXDO� DYHUDJH� FRVWV²LQ� RUGHU� WR� DOORZ� SURYLGHUV� WR� EUHDN�
HYHQ�� RU� �LL�� WR� VXEVLGL]H� WKH� VXSSOLHU� WR� PDNH� XS� IRU� WKH� ORVVHV�� 7KH
SUREOHP�ZLWK�VXEVLGLHV�LV�WKDW�ILQDQFLQJ�WKH�ORVVHV�FDQ�HQWDLO�GLVWRUWLRQV�IRU
WKH�UHVW�RI�WKH�HFRQRP\�

��� 5HJXODWLRQ�ZLWKRXW�WUDQVIHUV

:H�UHIHU�ILUVW�WR�UHJXODWLRQ�DSSOLHG�ZLWKRXW�WUDQVIHUV��7KLV�VLWXDWLRQ�ZRXOG
FKDUDFWHUL]H� WKH� RSHUDWLRQV� RI� SXUHO\� SULYDWH� SURYLGHUV�� VXFK� DV� SULYDWH
VFKRROV�RU�KRVSLWDOV�ZKLFK�ZRXOG�QRW�UHFHLYH�JUDQWV�RU�VXEVLGLHV�IURP�WKH
VWDWH��%XW�WKH\�ZRXOG�EH�DOORZHG�WR�FKDUJH�FRQVXPHUV�WR�UHFRYHU�FRVWV�DQG
WR�HDUQ�VRPH�SURILWV��7KH�WDVN�RI�WKH�UHJXODWRU�LQ�WKLV�FDVH�ZRXOG�EH�HLWKHU
WR�LQIOXHQFH�WKH�SULFH�OHYHO�GLUHFWO\�E\�LPSRVLQJ�D�SULFH�FDS�RU�E\�OLPLWLQJ
WKH�UDWH�RI�UHWXUQ�WKDW�WKH�SURYLGHU�FDQ�HDUQ�

����� &RVW�RI�VHUYLFH�UHJXODWLRQ

8QGHU� WKH� FRVW�RI�VHUYLFH� UHJXODWLRQ� �&26��� SULFHV� DUH� FKRVHQ� WR� HTXDWH
WRWDO�UHYHQXH�WR�WRWDO�FRVW��7KLV�PHWKRG�LV�NQRZQ�DV�DYHUDJH�FRVW�SULFLQJ�
7KH� UHJXODWRU\� DXWKRULW\� FRQVWUDLQV� WKH� SURYLGHU� WR� HDUQLQJ� D� FHUWDLQ� IDLU
UDWH� RI� UHWXUQ� RQ� FDSLWDO� WKDW� LV� JUHDWHU� WKDQ� FRVWV� EXW� VPDOOHU� WKDQ� WKH
XQFRQVWUDLQHG�UDWH�RI�UHWXUQ��7KLV�SULPDULO\�UHVXOWV�LQ�SURYLGHUV�SURGXFLQJ
VHUYLFHV�DW�JUHDWHU�WKDQ�PLQLPXP�FRVW�DQG��LQ�SDUWLFXODU��WKH�FDSLWDO�ODERXU
UDWLR�EHFRPLQJ�KLJKHU�WKDQ�WKH�OHYHO�XVHG�E\�D�FRVW�PLQLPL]LQJ�SURGXFHU�

,Q�SUDFWLFH��XQGHU�WKH�&26�UHJXODWLRQ��WKH�UHJXODWRU�WULHV�WR�FDOFXODWH�D�IDLU
UDWH�RI�UHWXUQ�IRU� WKH�FDSLWDO�RU�RSSRUWXQLW\�FRVW�RI� WKH�SURYLGHUV
� LQYHVWHG
FDSLWDO��3ULFHV�DUH�FDOFXODWHG�RQ� WKH�EDVLV�RI�KLVWRULFDO� FRVWV��7KH� OHYHO�RI



�

FRVWV�SOXV�WKH�FDOFXODWHG�UDWH�RI�UHWXUQ�DSSOLHG�WR�WKH�H[LVWLQJ�FDSLWDO�VWRFN
GHWHUPLQHV� WKH� SURYLGHU
V� UHYHQXH� UHTXLUHPHQW� �/DIIRQW� DQG� 7LUROH� �����
�����7KH�SURFHVV�LV�FRPSOLFDWHG�E\�WKH�H[LVWHQFH�RI�VHYHUDO�VHUYLFHV�DQG�RI
SULFH� GLVFULPLQDWLRQ� DPRQJ� FRQVXPHUV��$IWHU� SULFHV� DUH� GHWHUPLQHG�� WKH\
UHPDLQ� IL[HG� XQWLO� WKH� QH[W� UHJXODWRU\� UHYLHZ�� ,QGHHG�� WKH� OHQJWK� RI� WLPH
GXULQJ� ZKLFK� SULFHV� UHPDLQ� IL[HG� LV� FUXFLDO� LQ� GHWHUPLQLQJ� WKH� LQFHQWLYH
SURSHUWLHV�RI�&26��8QFHUWDLQW\�DERXW� WKH� WLPLQJ�RI�SULFH� UHYLVLRQV�DIIHFWV
WKH�LQYHVWPHQW�GHFLVLRQ�RI�SURYLGHUV��7KH�DELOLW\�RI�D�SURYLGHU�WR�DGDSW� WR
WKH� UHJXODWRU\� FRQVWUDLQW� LV� OLPLWHG�� JLYHQ� WKH� OHQJWK� RI� WKH� LQYHVWPHQW�
SODQQLQJ�KRUL]RQ��2Q�WKH�RQH�KDQG��LQYHVWPHQW�SODQV�H[FHHG�WKH�UHJXODWRU\
ODJ�� 2Q� WKH� RWKHU� KDQG�� LQYHVWPHQW� LQ� VRFLDO� LQIUDVWUXFWXUH� LQYROYHV� VXQN
FRVWV�WKDW�PD\�EH�MXVWLILHG�XQGHU�WKH�DFWXDO�SULFH� OHYHO��EXW�PD\�QRW�EH�VR
DIWHU� SULFHV� DUH� DGMXVWHG�� 7KHUHIRUH�� LQYHVWPHQW� FDQ� EH� LQKLELWHG� E\� DQ
H[SHFWDWLRQ�RI�XQIDLU�IXWXUH�UHJXODWLRQ�

����� 3ULFH�FDSV

3ULFH�FDSV�FDQ�EH�FDOFXODWHG�DFFRUGLQJ�WR�GLIIHUHQW�PHWKRGV��$FFRUGLQJ�WR
WKH� ILUVW�� SULFHV� DUH� IL[HG� UHJDUGOHVV� RI� WKH� FRVW� RI� SURGXFLQJ� WKH� VHUYLFH�
%XW�� SULFHV� ZLOO� KDYH� WR� EH� VXIILFLHQWO\� KLJK� WR� DFFRPPRGDWH� GLIIHUHQW
SURYLGHUV� ZLWK� GLIIHUHQW� FRVW� OHYHOV�� 7KLV� VROXWLRQ� LPSOLHV� DGYHUVH
GLVWULEXWLRQDO� FRQVHTXHQFHV� DV� VRPH� RI� WKH� SURYLGHUV� ZLOO� EH� PDNLQJ
SRVLWLYH�SURILWV��7KH� VHFRQG�PHWKRG� LV� WR� SHJ�SULFHV� WR� HTXDO� WR� FRVWV�� VR
WKDW�SURYLGHUV�ZLOO�QRW�PDNH�D�SURILW��DOORFDWLYH�HIILFLHQF\��EXW�QHLWKHU�ZLOO
WKHUH� EH� DQ� LQFHQWLYH� IRU� FRVW� UHGXFWLRQ� �SURGXFWLYH� LQHIILFLHQF\��� 7KH
HIILFLHQF\�SURSHUWLHV�RI�WKH�SULFH�FDS�UHJXODWLRQ�GHSHQG�RQ�WKH�DVVXPSWLRQV
PDGH�DERXW� WKH� HODVWLFLW\� RI� GHPDQG��%\� DVVXPSWLRQ�� GHPDQG� LV� LQHODVWLF
DQG�VHW�WR�HTXDO�RQH��,Q�WKH�FDVH�ZKHUH�GHPDQG�LV�QRW�LQHODVWLF��DOORFDWLYH
HIILFLHQF\�LV�QR�ORQJHU�YHULILHG��

7KH� WKLUG� RSWLRQ�� DQ� LQWHUPHGLDWH� VROXWLRQ�� LV� WR� LQVWUXFW� WKH� SURGXFHU� RI
VHUYLFHV�WR�FKDUJH�DFFRUGLQJ�WR�D�QRQ�OLQHDU�WDULII�VFKHPH��7KLV�UHTXLUHV�WKH
FRQVXPHU� WR�SD\�D� IL[HG� IHH�SOXV� DQ� DGGLWLRQDO� FKDUJH�SHU�XQLW� RI� VHUYLFH
FRQVXPHG�� 7KLV� SULFLQJ� PHFKDQLVP�� ZKLFK� LQFOXGHV� D� GHJUHH� RI� FRVW
VKDULQJ�ZLWK� WKH� FRQVXPHU�� LV� ZLGHO\� XVHG� E\� KHDOWK� IDFLOLWLHV�� $� SDWLHQW
SD\V� D� IL[HG� IHH� IRU� 
RIILFH� FKDUJHV
� SOXV� D� FHUWDLQ� UDWH� DFFRUGLQJ� WR� WKH
OHQJWK� RI� WKH� FRQVXOWDWLRQ� ZLWK� D� SK\VLFLDQ�� 7KH� RXWFRPH�� WKH� WZR�SDUW
WDULII�� LV�PRUH� HIILFLHQW� WKDQ�DYHUDJH�FRVW�SULFLQJ��3URYLGHUV� UHFRYHU� FRVWV
E\�FKDUJLQJ�D�IHH�WKDW�LV�ORZHU�WKDQ�WKH�DYHUDJH�FRVW� OHYHO��7KH�FRQVXPHU
VXUSOXV� LV� KLJKHU� EHFDXVH� SULFHV� DUH� ORZHU� DQG� WKH� FRQVXPHU� LV� FKDUJHG
DFFRUGLQJ�WR�KLV�KHU�OHYHO�RI�FRQVXPSWLRQ��+RZHYHU��DV�LQ�WKH�FDVH�RI�SULFH
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FDSV�� WKHVH� UHVXOWV� DUH� EDVHG� RQ� UHVWULFWLYH� DVVXPSWLRQV� FRQFHUQLQJ� WKH
GHPDQG�RI�WKH�VHUYLFHV��,Q�IDFW��XVHUV�DUH�QRW�LGHQWLFDO��DV�LV�DVVXPHG�KHUH�
7KRVH�ZKR�FDQQRW�DIIRUG�WR�SD\�D�IL[HG�IHH�GURS�IURP�WKH�PDUNHW��7KLV�KDV
EHHQ�REVHUYHG��IRU�LQVWDQFH��ZLWK�WKH�LQWURGXFWLRQ�RI�XVHU�IHHV�LQ�KHDOWK�FDUH
LQ�ORZ�LQFRPH�DQG�UXUDO�DUHDV�LQ�WKH�GHYHORSLQJ�FRXQWULHV��:DWNLQV�������
,Q�SUDFWLFH��WKHUH�DUH�EHWWHU�ZD\V�WR�DFFRPPRGDWH�GHPDQG��LI�ZH�FRQVLGHU
PRUH� FRPSOH[� VWUXFWXUHV� WKDQ� WZR�SDUW� WDULIIV�� IRU� LQVWDQFH�� VXFK� DV� SULFH
GLVFULPLQDWLRQ��H�J��IHHV�EDVHG�RQ�WKH�SDWLHQW
V�DELOLW\�WR�SD\�RU�H[RQHUDWLRQ
IURP� IHHV� IRU� WKH� SRRUHVW��� +RZHYHU�� WKLV� VROXWLRQ� UHTXLUHV� D� VXEVWDQWLYH
DPRXQW� RI� LQIRUPDWLRQ� FRQFHUQLQJ� WKH� GHPDQG� IRU� WKH� VHUYLFH�� ,Q� PRVW
FDVHV��WKLV�LQIRUPDWLRQ�LV�QRW�DYDLODEOH�RU�YHU\�FXPEHUVRPH�WR�REWDLQ��7KH
LQDELOLW\� WR� DVVHVV� GHPDQG� SURSHUO\� OLQNV� WKLV� GLVFXVVLRQ� WR� WKH� HUURUV� RI
WDUJHWLQJ��&RUQLD�DQG�6WHZDUW�������

7KH�RSWLPDO�SULFLQJ�RXWFRPH�XQGHU�UHJXODWLRQ�ZLOO�YDU\�LQ�WKH�SUHVHQFH�RI
DV\PPHWULF� LQIRUPDWLRQ� RQ� WKH� VXSSO\� VLGH�� )RU� LQVWDQFH�� WKH� DELOLW\� RI� D
UHJXODWRU� WR� HVWDEOLVK� WKH� OHYHO� RI� XVHU� FKDUJHV� LV� EDVHG� RQ� DYDLODEOH
LQIRUPDWLRQ� DERXW� WKH� FRVW� RI� SURYLGLQJ� WKH� VHUYLFH�� 7KH� FRVW� IXQFWLRQ� LV
GHSHQGHQW�RQ�D�VHW�RI�IDFWRUV��ZKLFK�DUH�QRW�DYDLODEOH�WR�WKH�UHJXODWRU��2QO\
WKH� SURYLGHU� NQRZV� WKHVH� IDFWRUV�� WKH� WHFKQRORJ\� XVHG� DQG� WKH� HIIRUW
GHSOR\HG�WR�SURYLGH�WKH�VHUYLFH���7KH�SUHVHQFH�RI�LQIRUPDWLRQ�DV\PPHWULHV
RQ�WKH�VXSSO\�VLGH�PRGLILHV� WKH�RSWLPDO�VROXWLRQ�H[SODLQHG�EHIRUH��2Q�WKH
RQH�KDQG��LI�WKH�UHJXODWRU�GRHV�QRW�NQRZ�WKH�FRVW�IXQFWLRQ�RI�WKH�SURYLGHU�
DYHUDJH�FRVW�SULFLQJ�EHFRPHV�SUREOHPDWLF��2Q�WKH�RWKHU��LI�WKH�HIIRUW�OHYHO
LV�QRW�REVHUYDEOH��WKH�UHJXODWRU�KDV�WR�SURYLGH�LQFHQWLYHV�IRU�FRVW�UHGXFWLRQ�

��� 5HJXODWLRQ�ZLWK�WUDQVIHUV

,Q� WKH�FDVH�RI�SURFXUHPHQW�� WKH� UHJXODWRU�SD\V� WKH�SURYLGHU� IRU�GHOLYHULQJ
WKH� VHUYLFH� EHFDXVH� WKH� SURYLGHU� LV� QRW� DOORZHG� WR� FKDUJH� XVHUV� IRU� FRVW
UHFRYHU\�� 3D\PHQW� LV� FDOFXODWHG� DFFRUGLQJ� WR� D� FRVW� UHLPEXUVHPHQW� UXOH
ZKLFK� UHSUHVHQWV� D� GHJUHH� RI� FRVW� VKDULQJ� EHWZHHQ� WKH� UHJXODWRU� DQG� WKH
SURYLGHU��7KH�FRVW�UHLPEXUVHPHQW�UXOH�FDQ�EH�ZULWWHQ�DV�

W� �D���EF���W�!���DQG

:KHUH�W�LV�WKH�DPRXQW�RI�WUDQVIHUV�WKH�SURYLGHU�UHFHLYHV��SD\PHQW���E�LV�WKH
IUDFWLRQ�RI�WKH�FRVW�ERUQH�E\�WKH�SURYLGHU��DQG��&�LV�WKH�REVHUYHG�XQLW�FRVW�
7KLV� W\SH� RI� SD\PHQW� LV� GHVLJQHG� WR� JLYH� LQFHQWLYHV� IRU� FRVW� UHGXFWLRQ�
,QFHQWLYH�VFKHPHV�WKDW�IROORZ�WKLV�UXOH�FDQ�EH�RI�WZR�W\SHV��H[WUHPH�FDVHV�
DFFRUGLQJ�WR�WKH�VL]H�RI�E��WKH�GHJUHH�RI�FRVW�VKDULQJ��
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�L�� 7KH� FRVW�SOXV�IL[HG� IHH� �XVXDOO\� FDOOHG� FRVW�SOXV� FRQWUDFW�� ZKHQ� E ��
7KLV�PHDQV�WKDW�EHFDXVH�WKH�SURYLGHU�EHDUV�QR�FRVWV�� WKHUH�LV�QR�LQFHQWLYH
IRU�FRVW�UHGXFWLRQ��,W�LV�D�ORZ�SRZHUHG�LQFHQWLYH�VFKHPH�

�LL��7KH� IL[HG�SULFH�FRQWUDFW��ZKHQ�E ���7KH�UHJXODWRU�GRHV�QRW�UHLPEXUVH
DQ\� IUDFWLRQ�RI� WKH� FRVW��7KH�SURYLGHU� LV�SDLG� D� IL[HG� IHH��7KLV� LV� D�KLJK�
SRZHUHG�LQFHQWLYH�VFKHPH�

7UDQVIHUV�DUH� WKH� WRROV�XVHG�E\� WKH� UHJXODWRU� WR� LQGXFH� WKH�SURYLGHU� WR� VHW
SULFHV� FORVH� WR� WKH� PDUJLQDO� FRVW� DQG� WR� UHGXFH� LWV� UHQWV� GXH� WR� WKH
LQIRUPDWLRQDO� DGYDQWDJH� WR� WKH� PLQLPXP�� ,Q� WKH� GHOLYHU\� RI� EDVLF� VRFLDO
VHUYLFHV�� WUDQVIHUV� DUH� DOVR� MXVWLILHG� IRU� WKH� UHDVRQV� PHQWLRQHG� LQ� WKH
SUHYLRXV�VHFWLRQ��7KH\�FKDUDFWHUL]H� WKH�RSHUDWLRQ�RI� WKH�QRQ�SURILW� VHFWRU�
$OWKRXJK� 1*2V� RSHUDWH�� DW� OHDVW� LQ� WKHRU\�� XQGHU� D� PRUH� VHYHUH� EXGJHW
FRQVWUDLQW� WKDQ� VWDWH� DJHQFLHV�� WKH\� DUH� LQ� VRPH� FDVHV� DOVR� KHDYLO\
GHSHQGHQW�RQ�SXEOLF�PRQH\��$V�LV�VKRZQ�LQ�WKH�OLWHUDWXUH��WKH�EHVW�ZD\�WR
UHPXQHUDWH�DQ�HIILFLHQW�DJHQW��WR�LQGXFH�PD[LPXP�HIIRUW��LV�WKURXJK�D�IL[HG
IHH��PDNLQJ� LW� WKH� UHVLGXDO� FODLPDQW�RI� WKH�EHQHILWV� RI� FRVW� UHGXFWLRQ� �VHH
6DODQLH� ������� ,Q� SUDFWLFH�� KRZHYHU�� LW� LV� YHU\� GLIILFXOW� WR� FRQWURO� WKH
DGYHUVH� HIIHFWV� RI� WKLV� W\SH� RI� LQFHQWLYH� VFKHPH� RQ� WKH� TXDOLW\� RI� WKH
VHUYLFHV�

2QH�RI�WKH�PRVW�LPSRUWDQW�LVVXHV�LQ�WKH�GHVLJQ�RI�D�UHJXODWRU\�SROLF\�LV�WKH
WUDGH�RII�EHWZHHQ�WKH�SRZHU�RI�WKH� LQFHQWLYH�VFKHPH�DQG� WKH�SURYLVLRQ�RI
TXDOLW\�� 7KH� SUREOHP� FRPHV� IURP� WKH� IDFW� WKDW� WKH� UHJXODWRU� KDV� RQH
LQVWUXPHQW²WKH�FRVW�UHLPEXUVHPHQW�UXOH²WR�SURYLGH�WKH�LQFHQWLYHV�QHHGHG
WR�HQKDQFH�ERWK�HIILFLHQF\�DQG�TXDOLW\��$�KLJK�SRZHUHG�LQFHQWLYH�VFKHPH
LQGXFHV� FRVW� UHGXFWLRQ� EXW�� DW� WKH� VDPH� WLPH�� LQFUHDVHV� WKH� SURYLGHU
V
SHUFHLYHG� FRVW� RI� GHOLYHULQJ� KLJK�TXDOLW\� VHUYLFHV� �FURZGLQJ�RXW� HIIHFW��
7KH� FURZGLQJ�RXW� HIIHFW�PHDQV� WKDW� LI� TXDOLW\� HQKDQFHPHQW� LV� LPSRUWDQW�
WKH� SRZHU� RI� WKH� LQFHQWLYH� VFKHPH� VKRXOG� EH� ORZHU�� 1HYHUWKHOHVV�� DV
DGYRFDWHV�RI� WKH� KLJK�SRZHUHG� LQFHQWLYH� VFKHPHV� DUJXH�� D� ORZ� SHUFHLYHG
FRVW� RI� VXSSO\LQJ� TXDOLW\� GRHV� QRW� DOZD\V� LPSO\� D� KLJK� LQFHQWLYH� WR
VXSSO\�LW�

7DEOH��� VXPPDUL]HV� WKH� H[WUHPH�FDVHV�RI� LQFHQWLYH� FRQWUDFWV� DV�SURSRVHG
E\�/DIIRQW�DQG�7LUROH���������7KH�WDEOH�UHIHUV�WR�WKH�SRZHU�RI�WKH�LQFHQWLYH
VFKHPH�DQG�WKH�SRVVLELOLW\�RI�D�ILUP�UHFHLYLQJ�WUDQVIHUV��2QH�JHQHUDO�FDYHDW
UHJDUGLQJ�WKH�DSSOLFDELOLW\�RI�WKH�UHJXODWLRQ�WKHRU\�WR�VRFLDO�VHUYLFHV�LQ�WKH
/'&V� DSSOLHV� WR� WKH� IDFW� WKDW� WKH� WKHRU\� LV� PDLQO\� FRQFHUQHG� ZLWK� WKH
SUREOHPV�RI�DV\PPHWULF� LQIRUPDWLRQ�EHWZHHQ� WKH� UHJXODWRU�DQG�SURYLGHUV�
LJQRULQJ��IRU�LQVWDQFH��WKH�ODFN�RI�LQIRUPDWLRQ�RQ�WKH�FKDUDFWHULVWLFV�RI�WKH
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GHPDQG�� ,W� LV� DOZD\V� DVVXPHG� WKDW� XVHUV� RI� WKH� VHUYLFHV� DUH� LGHQWLFDO�
$VSHFWV� OLNH� GLIIHUHQFHV� LQ� WKH� SULFH� HODVWLFLW\� RI� GHPDQG� LQ� GLIIHUHQW
LQFRPH�EUDFNHWV²LPSRUWDQW� LQ� DVVXULQJ� WKH� DFFHVV� RI�SRRU�KRXVHKROGV� WR
VHUYLFHV²DUH�QRW�WDNHQ�LQWR�FRQVLGHUDWLRQ�

TABLE 1
COMMONLY USED INCENTIVES SCHEMES

(IIHFWLYHQHVV
RI�WKH�LQFHQWLYH

7UDQVIHUV�
3URFXUHPHQW�1*2V�DQG�62(V

1R�WUDQVIHUV�
3ULYDWH��IRU�SURILW��SURYLGHUV

9HU\�KLJK )L[HG�SULFH�FRQWUDFW 3ULFH�FDSV

9HU\�ORZ &RVW�SOXV�FRQWUDFW &RVW�RI�VHUYLFH�UHJXODWLRQ

Source: Laffont and Tirole (1993)

7KH� SUHVHQFH� RI� D� PXOWLSOLFLW\� RI� SURYLGHUV� FRPSOLFDWHV� WKH� SUREOHP� RI
UHJXODWLRQ�� 0RGHOV� RI� UHJXODWLRQ� DUH� EDVHG� RQ� WKH� DVVXPSWLRQ� WKDW� WKH
UHJXODWRU� PD[LPL]HV� VRFLDO� ZHOIDUH� DQG� WKH� SURYLGHU� PD[LPL]HV� SURILWV�
+RZHYHU��DV�ZH�KDYH�PHQWLRQHG�DOUHDG\��WKH�SURYLVLRQ�RI�VRFLDO�VHUYLFHV�LV
EHLQJ� LQFUHDVLQJO\� XQGHUWDNHQ� E\� QRQ�SURILW� RUJDQL]DWLRQV�� 7KHUHIRUH�� WKH
UREXVWQHVV�RI�WKH�ILQGLQJV�LQ�WHUPV�RI�LQFHQWLYHV�DQG�HIILFLHQF\�KDV�WR�EH�UH�
DVVHVVHG� WR� LQFOXGH� WKHVH� RUJDQL]DWLRQV�� 7R� WDNH� WKLV� SUREOHP�� DOEHLW
SDUWLDOO\��LQWR�DFFRXQW��ZH�QH[W�DQDO\VH�WKH�LQWHUDFWLRQ�RI�WKH�VWDWH�DQG�WKH
SULYDWH� IRU�SURILW�XQLWV�RSHUDWLQJ� LQ� WKH� VDPH�PDUNHW��:LWKLQ� WKLV� FRQWH[W�
ZH�DVVHVV� LQ� WHUPV�RI�HIILFLHQF\� WKH� UHVXOWV�RI�SULYDWL]LQJ�DQG�VXEVLGL]LQJ
WKH�SURGXFWLRQ�RI�VHUYLFHV�

�� $�0,;('�2/,*232/<

,W� LV� XVHIXO� DW� WKLV� SRLQW� WR� FRQFHSWXDOL]H� IXUWKHU� WKH�PDUNHW� LQ�ZKLFK� WKH
VXSSO\� DQG� WKH� GHPDQG� RI� VRFLDO� VHUYLFHV� WDNH� SODFH�� :H� KDYH� DOUHDG\
PHQWLRQHG� WKDW� WKH� SURYLVLRQ� RI� VRFLDO� VHUYLFHV� LV� XQGHUWDNHQ� E\� D
PXOWLSOLFLW\� RI� SURYLGHUV�� JRYHUQPHQW�� 1*2V�� YROXQWDU\� DQG� FLYLF
RUJDQL]DWLRQV��SULYDWH� IRU�SURILWV�� HWF��(DFK�SURYLGHU� LV� FKDUDFWHUL]HG�E\� D
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GLIIHUHQW� REMHFWLYH� IXQFWLRQ�� NQRZQ� LQ� HFRQRPLF� WKHRU\� DV� D� PL[HG
ROLJRSRO\�

$� PL[HG� ROLJRSRO\� LV� D� PDUNHW� ZKHUH� D� KRPRJHQHRXV� RU
GLIIHUHQWLDWHG�JRRG�LV�VXSSOLHG�E\�D�VPDOO�QXPEHU�RI�ILUPV�DQG�WKH
REMHFWLYH� IXQFWLRQ�RI� DW� OHDVW� RQH�RI� WKHP�GLIIHUV� IURP� WKDW�RI� WKH
RWKHU�ILUPV��'H�)UDMD�DQG�'HOERQR����������

,Q� WKH� FRQWH[W� RI� D� PL[HG� ROLJRSRO\�� WKH� SULYDWH� SURYLGHU� LV� VXSSRVHG� WR
PD[LPL]H� SURILWV� DQG� WKH� SXEOLF� SURYLGHU� LV� VXSSRVHG� WR�PD[LPL]H� VRFLDO
ZHOIDUH�� $XWKRULWLHV�� LQ� DQ� DWWHPSW� WR� UHJXODWH� WKH� VHFWRU� �LQGXVWU\�
LQWHUQDOO\��FUHDWH�LQ�IDFW�D�PL[HG�ROLJRSRO\��,Q�WKLV�UHVSHFW��KDYLQJ�WKH�VWDWH
GLUHFWO\� LQYROYHG� LQ� SURGXFLQJ� WKH� VHUYLFHV� KHOSV� WR� RYHUFRPH� WKH
UHJXODWRU
V� ODFN� RI� LQIRUPDWLRQ� DERXW� SURGXFWLRQ� WHFKQRORJ\� �+DUULV� DQG
:LHQV� ������� 7KHUHIRUH�� WKH� SUREOHP� RI� DGYHUVH� VHOHFWLRQ� EHWZHHQ� WKH
UHJXODWRU� DQG� WKH� UHJXODWHG� SURYLGHUV� ZLOO� QRW� HYROYH�� ,Q� D� PRUH� JHQHUDO
ZD\��DV�'H�)UDMD�DQG�'HOERQR�������DQG�������SRLQW�RXW��WKHVH�PRGHOV�GR
QRW� WDNH� LQWR� FRQVLGHUDWLRQ� DJHQF\� SUREOHPV�� HVSHFLDOO\� WKRVH� HPHUJLQJ
EHWZHHQ� WKH� UHJXODWRU� DQG� WKH� PDQDJHU� RI� WKH� SXEOLF� SURYLGHU� �PRUDO
KD]DUG���7KHVH�VWXGLHV�DVVXPH�WKDW�ERWK�WKH�UHJXODWRU�DQG�PDQDJHUV�RI�WKH
SXEOLF�ILUP�KDYH�WKH�VDPH�REMHFWLYH�IXQFWLRQ��WR�PD[LPL]H�VRFLDO�ZHOIDUH�

,Q�VSLWH�RI� WKHVH� UHVWULFWLYH�DVVXPSWLRQV��PRGHOV�RI�D�PL[HG�ROLJRSRO\�DUH
XVHIXO�LQ�XQGHUVWDQGLQJ�WKH�RWKHU�DVSHFWV�RI�UHJXODWLRQ�WKDW�DUH�UHOHYDQW�IRU
WKH� SURYLVLRQ� RI� VRFLDO� VHUYLFHV�� WKH� TXDQWLW\� RI� JRRGV� DQG� VHUYLFHV
DYDLODEOH�LQ�WKH�PDUNHW��7KH�SULPDU\�LQWHQWLRQ�RI�WKHVH�PRGHOV�LV�WR�DQDO\VH
WKH�QDWXUH�RI�WKH�LQWHUDFWLRQ�EHWZHHQ�WKH�SULYDWH�DQG�SXEOLF�VXSSOLHUV��$V�LQ
WKH�VWDQGDUG�WKHRU\�RI�ROLJRSRO\��HDFK�SURYLGHU�NQRZV�WKDW�LWV�DFWLRQV�ZLOO
DIIHFW�WKRVH�RI�LWV�FRPSHWLWRUV�DQG�KDV�WR�WDNH�LQWR�FRQVLGHUDWLRQ�KRZ�WKH\
DUH�OLNHO\�WR�UHDFW�

7KH� TXDQWLW\� RI� VHUYLFHV� �DQG� WKH� SULFH�� HTXLOLEUDWLQJ� WKH� PDUNHW� FDQ� EH
GHWHUPLQHG�DFFRUGLQJ�WR�GLIIHUHQW�UXOHV��7KH�1DVK�HTXLOLEULXP�LV�DFKLHYHG
ZKHQ� HDFK� SURYLGHU� LV� GRLQJ� LWV� EHVW�� JLYHQ�ZKDW� WKH� RWKHU� SURYLGHUV� DUH
GRLQJ��$�SDUWLFXODU�FDVH� LV� WKH�HTXLOLEULXP�LQ�D�GXRSRO\� �RQO\� WZR�ILUPV��
ZKHQ� HDFK� SURYLGHU� GHFLGHV� KRZ� PXFK� WR� SURGXFH� WDNLQJ� WKH� TXDQWLW\
SURGXFHG�E\�WKH�RWKHU�DV�JLYHQ��7KH�HTXLOLEULXP�DFKLHYHG�WKLV�ZD\�LV�FDOOHG
D�&RXUQRW�HTXLOLEULXP��+RZHYHU��FRQFOXVLRQV�DUH�PRGLILHG�RQFH�RQH�RI�WKH
SURYLGHUV� LV�DOORZHG� WR�VHW� WKH�TXDQWLW\�SURGXFHG�ILUVW��7KLV� LV� WKH�FDVH�RI
WKH� 6WDFNHOEHUJ� PRGHO�� 7KH� &RXUQRW� DQG� WKH� 6WDFNHOEHUJ� PRGHOV� DUH
DOWHUQDWLYH�ZD\V�RI�UHSUHVHQWLQJ�WKH�VWUDWHJLF�LQWHUDFWLRQ�EHWZHHQ�SURYLGHUV
LQ�DQ�ROLJRSROLVWLF�PDUNHW�
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7KH�QDWXUH� RI� WKLV� VWUDWHJLF� LQWHUDFWLRQ� LV� LPSRUWDQW� IRU� WKH� SURYLVLRQ� DQG
ILQDQFLQJ�RI�VRFLDO�VHUYLFHV��+LVWRULFDOO\��WKH�LQYROYHPHQW�RI�WKH�VWDWH�FRXOG
EH� FKDUDFWHUL]HG� DV� WKH� 6WDFNHOEHUJ� OHDGHU�� LW� PRYHG� ILUVW�� 7KH� VWDWH
SURGXFHG� D� FHUWDLQ� DPRXQW� RI� VHUYLFHV� DQG� DOORZHG� SULYDWH� SURYLGHUV� WR
DGDSW� WKHLU� VXSSO\� DFFRUGLQJO\�� 0RUH� UHFHQWO\�� WKH� UROH� RI� VRFLDO� VHUYLFH
SURYLVLRQ� LV� LQYHUVH��SULYDWH�SURYLGHUV�DUH�VXSSRVHG� WR� OHDG� WKH�JDPH�DQG
WKH�VWDWH�LV�VXSSRVHG�WR�SOD\�MXVW�D�UHVLGXDO�UROH�

+RZHYHU�� FRPSHWLWLRQ� DPRQJ� ROLJRSROLVWLF� SURYLGHUV� LV� QRW� UHVWULFWHG� WR
TXDQWLW\�� 3ULFH� FRPSHWLWLRQ� FDQ� DOVR� WDNH� SODFH�� 7KH� %HUWUDQG� PRGHO
H[SODLQV� SULFH� VHWWLQJ� LQ� D� GXRSRO\�� %RWK� ILUPV� SURGXFH� D� KRPRJHQHRXV
JRRG� �H�J�� TXDOLW\� LV� WKH� VDPH� EHWZHHQ� WKH� SURYLGHUV�� DQG� FRPSHWH� E\
VHWWLQJ� WKH�SULFH� VLPXOWDQHRXVO\�� ,Q� WKLV� FDVH�� LI� WKH� WZR�SURYLGHUV� FKDUJH
GLIIHUHQW�SULFHV��WKH�RQH�SURGXFLQJ�DW�WKH�ORZHVW�SULFH�ZLOO�VXSSO\�WKH�HQWLUH
PDUNHW�DV� WKLV�ZLOO�REYLRXVO\�EH� WKH� FRQVXPHUV
� SUHIHUHQFH��7KH�%HUWUDQG
FRPSHWLWLRQ�FDQ�DOVR�UHVXOW�LQ�D�1DVK�HTXLOLEULXP�VLQFH�ERWK�ILUPV�ZLOO�GR
WKHLU�EHVW��JLYHQ�ZKDW�WKH�RWKHU�ILUP�LV�GRLQJ��1HLWKHU�ILUP�KDV�WKH�LQFHQWLYH
WR� GHYLDWH� IURP� WKH� JLYHQ� VROXWLRQ�� 7KH� PDLQ� FULWLFLVP� RI� WKH� %HUWUDQG
FRPSHWLWLRQ� LV� WKDW� LW� ZRXOG� EH� PRUH� QDWXUDO� WR� FRPSHWH� E\� VHWWLQJ
TXDQWLWLHV�� QRW� SULFHV�� ZKHQ� WKH� JRRGV� DUH� KRPRJHQHRXV�� +RZHYHU� LQ� DQ
ROLJRSROLVWLF�PDUNHW²DQG� WKLV� DSSOLHV� WR� VRFLDO� VHUYLFHV²WKHUH� LV� DOZD\V
VRPH�GHJUHH�RI�SURGXFW�GLIIHUHQWLDWLRQ�

:KLFK��DPRQJ�DOO�WKHVH�SRVVLEOH�FRPELQDWLRQV��DUH�WKH�RSWLRQV� WKDW�ZRXOG
DWWDLQ� WKH�REMHFWLYH�RI� VRFLDO�ZHOIDUH�PD[LPL]DWLRQ� LQ�D�PL[HG�ROLJRSRO\"
)LUVW�RI�DOO��FRQFOXVLRQV�GUDZQ�IURP�WKH�PL[HG�ROLJRSRO\�PRGHOV�DUH�YHU\
VHQVLWLYH�WR�WKH�K\SRWKHVLV�FRQFHUQLQJ�WKH�FRVW�IXQFWLRQV�RI�VXSSOLHUV��$QG
DJDLQ�� WKH� DSSOLFDELOLW\� WR� VRFLDO� VHUYLFHV�ZLOO� GHSHQG� RQ�ZKHWKHU�ZH� DUH
DEOH�WR�FKDUDFWHUL]H�WKH�FRVW�IXQFWLRQV�RI�WKRVH�VHUYLFHV�

'H�)UDMD�DQG�'HOERQR� �������SURSRVH�D�PRGHO� LQ�ZKLFK� WKHUH� LV� MXVW�RQH
SXEOLF� DQG� VHYHUDO� SULYDWH� VXSSOLHUV�� DQG� DOO� DJHQWV� KDYH� WKH� VDPH� FRVW
IXQFWLRQ��7KH�PDUJLQDO�FRVW�LQFUHDVHV�ZLWK�UHVSHFW�WR�WKH�TXDQWLW\�SURGXFHG�
'H� )UDMD� DQG�'HOERQR� FRPSDUH� IRXU� DOWHUQDWLYH� EHKDYLRXUV� RI� WKH� SXEOLF
XQLW��WKH�ILUVW�WZR�DUH�FRQVLGHUHG�
H[WUHPH
�FDVHV���,Q�WKH�ILUVW�VFHQDULR��WKH
ZKROH� VHFWRU� LV� QDWLRQDOL]HG�� ZLWK� WKH� SXEOLF� DXWKRULW\� GHFLGLQJ� RQ� WKH
RSWLPDO� QXPEHU� RI� VXSSOLHUV� LQ� WKH� PDUNHW� DQG� LPSRVLQJ� WKH� PD[LPXP
ZHOIDUH�IXQFWLRQ�RQ�WKHP��,Q�WKH�VHFRQG�DOWHUQDWLYH��WKH�SXEOLF�XQLW�VWULYHV
WR� PD[LPL]H� SURILWV�� DQG� EHKDYHV� WKHUHIRUH� DV� D� SULYDWH� SURYLGHU� ZRXOG�
7KLV� VLWXDWLRQ� LV� HTXLYDOHQW� WR� D�SXUH� �DV�RSSRVHG� WR�PL[HG�� ROLJRSROLVWLF
VLWXDWLRQ�� ,Q� WKH� WKLUG�� D� 1DVK� HTXLOLEULXP� LV� DFKLHYHG� LQ� WKH� LQWHUDFWLRQ
EHWZHHQ�WKH�SXEOLF�VXSSOLHU�ZKR�VWULYHV� WR�PD[LPL]H�ZHOIDUH��DQG�VHYHUDO
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SULYDWH� VXSSOLHUV� ZKR� PD[LPL]H� SURILWV�� )LQDOO\�� LQ� WKH� IRXUWK� FDVH�� WKH
SXEOLF�SURYLGHU�DFWV�DV�D�6WDFNHOEHUJ�OHDGHU��PD[LPL]LQJ�VRFLDO�ZHOIDUH�

7KH�SDSHU�VKRZV�WKDW�WKH�EHQHILWV�RI�QDWLRQDOL]DWLRQ�RU�SXEOLF�PRQRSRO\�DUH
VRFLDOO\�EHWWHU�WKDQ�LQ�WKH�6WDFNHOEHUJ�OHDGHUVKLS�VROXWLRQ��ZKLFK�LQ�WXUQ�DUH
VRFLDOO\� EHWWHU� WKDQ� LQ� WKH� &RXUQRW�1DVK� RSWLRQ�� +RZHYHU�� WKLV� UDQNLQJ
FRQFHUQV� WKH� TXDQWLW\� RI� RXWSXW� EXW� LW� GRHV� QRW� WHOO� DQ\WKLQJ� DERXW
HIILFLHQF\��7KHVH� UHVXOWV�DUH�H[SODLQHG�DV� IROORZV�� ,Q� WKH� FDVH�RI� D�SXEOLF
PRQRSRO\��WKH�SXEOLF�SURYLGHU��LQ�WU\LQJ�WR�PD[LPL]H�ZHOIDUH��ZLOO�SURGXFH
D� YHU\� ODUJH� RXWSXW� DW� DQ� LQFUHDVLQJ� PDUJLQDO� FRVW�� 7KXV�� WRWDO� FRVWV
LQFUHDVH��RIIVHWWLQJ� WKH� LQFUHDVH� LQ� WKH�FRQVXPHU� VXUSOXV�GXH� WR� WKH� ODUJHU
RXWSXW� DYDLODEOH�� 7KH� 6WDFNHOEHUJ� VROXWLRQ�� KDYLQJ� WKH� SXEOLF� SURYLGHU� DV
WKH� OHDGHU�� LV� WKH� VRFLDOO\� SUHIHUUHG� RXWFRPH�� +RZHYHU�� WKH� 6WDFNHOEHUJ
UHVXOW� LV�QRW�HIILFLHQW� LQ� WKH�VHQVH� WKDW�SULFHV�DUH�KLJKHU� WKDQ�WKH�PDUJLQDO
FRVWV�RI�WKH�SXEOLF�ILUP�

7KHVH�UHVXOWV�DUH�DOVR�VHQVLWLYH�WR�WKH�K\SRWKHVLV�FRQFHUQLQJ�WKH�VL]H�RI�WKH
SULYDWH�VHFWRU��,W�LV�GHPRQVWUDWHG�WKDW�WKH�ZHOIDUH�OHYHOV�DWWDLQHG�LQ�D�PL[HG
ROLJRSRO\�DUH�KLJKHU�WKDQ�LQ�SXUH�ROLJRSRO\��RQO\�SULYDWH�SURYLGHUV�RSHUDWH
LQ� WKH� PDUNHW�� ZKHQ� WKHUH� LV� D� UHODWLYHO\� VPDOO� QXPEHU� RI� SULYDWH� XQLWV
RSHUDWLQJ�DORQJ�ZLWK�RQH�SXEOLF� VXSSOLHU��+RZ� UHDOLVWLF� LV� WKLV�K\SRWKHVLV
ZKHQ� DSSOLHG� WR� WKH� UHDOP� RI� VRFLDO� VHUYLFH� SURYLVLRQ"� 5HJXODWLRQV� WKDW
HQVXUH� TXDOLW\� DQG� VWDQGDUGV� SUHYHQW� IUHH� HQWU\� WR� WKH� PDUNHW�� WKXV� LW� LV
UHDVRQDEOH�WR�DVVXPH�WKDW�WKH�QXPEHU�RI�SULYDWH�SURYLGHUV�ZLOO�EH�UHODWLYHO\
VPDOO�FRPSDUHG�ZLWK�D�SHUIHFW�FRPSHWLWLYH�PDUNHW�ZKHUH�HQWU\�LV�IUHH�

��� :HOIDUH�HIIHFW�RI�VXEVLGL]DWLRQ�LQ�D�PL[HG�ROLJRSRO\

$V� ZH� KDYH� VHHQ�� VRFLDO� VHUYLFHV� DUH� FKDUDFWHUL]HG� E\� WKH� SUHVHQFH� RI
VXEVLGLHV��+RZ� LV� WKLV� OLNHO\� WR� FKDQJH� WKH� UHVXOWV� RI� D�PL[HG�ROLJRSRO\"
:KLWH��������FRPSDUHV�WKH�UHVXOWV�RI�VXEVLGL]DWLRQ�RI�D�SXUH�ROLJRSRO\��DOO
VXSSOLHUV�PD[LPL]H�SURILWV��WR�WKH�FDVH�RI�D�PL[HG�ROLJRSRO\��WKH�SUHVHQFH
RI� D� ZHOIDUH� PD[LPL]LQJ� SXEOLF� SURYLGHU� SHUVLVWV� DPRQJ� RWKHU� SURILW
PD[LPL]LQJ�DJHQWV��

7KH�UHVXOWV�LQ�:KLWH
V�SDSHU�GR�QRW�FRQWUDGLFW�WKH�ZHOIDUH�HQKDQFLQJ�HIIHFW
RI� D� SURGXFWLRQ� VXEVLG\� XQGHU� FRQGLWLRQV� RI� LPSHUIHFW� FRPSHWLWLRQ
����������������7KH�SDSHU�VKRZV�WKDW�LI�VXEVLGLHV�SHUVLVW�DIWHU�SULYDWL]DWLRQ�
WKH�OHYHO�RI�ZHOIDUH�UHPDLQV�XQFKDQJHG��EXW�LI�VXEVLGLHV�DUH�UHPRYHG�DIWHU
SULYDWL]DWLRQ�� WKH� OHYHO� RI� ZHOIDUH� GLPLQLVKHV�� +RZ� LV� WKLV� ZHOIDUH�
HQKDQFLQJ� HIIHFW� SURGXFHG"� 7KH� SULYDWH� VXSSOLHU� LQFUHDVHV� WKH� OHYHO� RI



��

RXWSXW�ZKHQ�LW�UHFHLYHV�WKH�VXEVLG\��$V�D�FRQVHTXHQFH��WKH�SXEOLF�VXSSOLHU
UHDFWV�E\� UHGXFLQJ� LWV�RZQ�RXWSXW��7KH�VXEVLG\�KDV� D� UHGLVWULEXWLYH� HIIHFW
IURP�D�SXEOLF�SURGXFHU�ZLWK�WKH�KLJKHU�PDUJLQDO�FRVW�WR�D�SULYDWH�SURGXFHU
ZLWK� WKH� ORZHU� PDUJLQDO� FRVW�� 7KHUHIRUH�� IROORZLQJ� WKLV� VKLIW�� WKHUH� LV� D
UHGXFWLRQ�LQ�WRWDO�FRVWV�ZKLFK��FHWHULV�SDULEXV��LQFUHDVHV�ZHOIDUH��$�ZHOIDUH
PD[LPL]LQJ�JRYHUQPHQW�ZLOO� JUDQW� VXEVLGLHV� WR� ERRVW� WKH� RYHUDOO� OHYHO� RI
RXWSXW�� 7KHVH� DUH� LPSRUWDQW� UHVXOWV� WR� H[SORUH� HPSLULFDOO\� LQ� WKH� FDVH� RI
VRFLDO� VHUYLFH�SURYLVLRQ�EHFDXVH�� DV�ZH�KDYH� VHHQ�� WKH�XVH�RI� VXEVLGLHV� LV
ZLGHVSUHDG�WR�HQFRXUDJH�SULYDWH�SDUWLFLSDWLRQ�LQWR�WKH�PDUNHW�

�� &21&/86,216

$V� FDSDELOLW\� GHYHORSV�� SXEOLF� RUJDQL]DWLRQV� DQG
RIILFLDOV� ZLOO� EH� DEOH� WR� WDNH� RQ� PRUH� FKDOOHQJLQJ
FROOHFWLYH� LQLWLDWLYHV�� WR� IRVWHU� PDUNHWV� DQG� WR� PDNH
LQFUHDVLQJ� XVH� RI� HIILFLHQW²EXW� GLIILFXOW� WR� PDQDJH²
UHJXODWRU\�WRROV��

:RUOG�%DQN�����������

5HJXODWLRQ�LV�D�FRPSOH[�WDVN�WKDW�UHTXLUHV�DQ�DGGLWLRQDO�GRVH�RI�FDSDELOLW\
RQ� WKH� VLGH� RI� WKH� SXEOLF� DGPLQLVWUDWLRQ�� 5HJXODWLRQ�� WKH� ZD\� ZH� KDYH
SUHVHQWHG�LW�KHUH��LQYROYHV�D�ZLGH�UDQJH�RI�DFWLYLWLHV�IURP�WKH�PRVW�REYLRXV
RI� VHWWLQJ� VWDQGDUGV� IRU� TXDOLW\�� WR� GHILQLQJ� SULFLQJ� SROLFLHV�� ILQDQFLQJ
SURYLGHUV� WKURXJK� WUDQVIHUV� RU� LQFXUULQJ� RQ� GLUHFW� SURGXFWLRQ� LQ� RUGHU� WR
LQIOXHQFH� PDUNHW� RXWFRPHV�� DQG� JDWKHULQJ� ILUVW�KDQG� LQIRUPDWLRQ� DERXW
WHFKQRORJ\�DQG�FRVW�RI�SURGXFWLRQ��$V�9LFNHUV�DQG�<DUURZ��������H[SODLQ�
SXEOLF� SURYLVLRQ� GRHV� QRW� QHFHVVDULO\� PHDQ� LQHIILFLHQF\�� 2Q� SXUH
LQIRUPDWLRQ� JURXQGV�� KDYLQJ� D� V\VWHP� GHVLJQHG� DQG� UXQ� E\� WKH� VWDWH� FDQ
HYHQWXDOO\� OHDG� WR� ORZHU� WUDQVDFWLRQ� FRVWV� LQ� WKH� FDVH� ZKHUH� LQIRUPDWLRQ
IORZV�WR�WKH�EXUHDXFUDF\�DUH�HIIHFWLYH��0RUHRYHU��WKH�UHJXODWRU\�FRQVWUDLQW
DSSOLHG�WR�D�PDUNHW�FKDUDFWHUL]HG�E\�D�PXOWLSOLFLW\�RI�SURYLGHUV�PD\�OHDG�WR
D� FRQYHUJHQFH� RI� RXWFRPHV� �HIILFLHQF\��� +RZHYHU�� LQ� WKH� FDVH� RI� VRFLDO
VHUYLFHV��DOO�WKHVH�WKHRUHWLFDO�ILQGLQJV�QHHG�YHULILFDWLRQ��6RFLDO�VHUYLFHV�DUH
FKDUDFWHUL]HG�E\�VSHFLDO�FRVW�IXQFWLRQV��$OVR��WKH�DVVXPSWLRQV�UHJDUGLQJ�WKH
EHKDYLRXU�RI� WKH�GHPDQG� IRU� WKHVH� VHUYLFHV� KDYH� WR�EH� FDUHIXOO\� DVVHVVHG
DJDLQVW�WKH�HPSLULFDO�HYLGHQFH��,Q�DGGLWLRQ��WKH�SUHVHQFH�RI�D�PXOWLSOLFLW\�RI
SURYLGHUV�DGGV�FRPSOH[LW\�WR�WKH�SUREOHP��:H�KDYH�VHHQ�KRZ�WKH�OLWHUDWXUH
RI� UHJXODWLRQ� LV� EDVHG� RQ� WZR� W\SHV� RI� RUJDQL]DWLRQ�� SXEOLF�� ZKLFK
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PD[LPL]HV� VRFLDO� ZHOIDUH� DQG� SULYDWH�� ZKLFK� PD[LPL]LQJ� SURILWV�
7KHUHIRUH�� WKH� UREXVWQHVV� RI� WKH� ILQGLQJV� LQ� WHUPV� RI� LQFHQWLYHV� DQG
HIILFLHQF\� KDV� WR� EH� DVVHVVHG� WR� DFFRXQW� IRU� WKH� SUHVHQFH� RI� QRQ�SURILW
RUJDQL]DWLRQV�

7KH�TXHVWLRQ�RI�ZKDW�UHJXODWLRQ�VKRXOG�GR�LQ�RUGHU�WR�PDNH�VHUYLFHV�PRUH
DFFHVVLEOH�IRU�WKH�SRSXODWLRQ�DV�D�ZKROH�UHODWHV�XQGHQLDEO\� WR�WKH� LVVXH�RI
ILQDQFLQJ� WKH� VHUYLFHV� DQG� WKH� LQLWLDO� GHFLVLRQ� RQ� ZKHWKHU� WR� SURYLGH
WUDQVIHUV� WR� SURYLGHUV�� ,Q� RWKHU� ZRUGV�� LW� KDV� WR� GR� ZLWK� ZKHWKHU� ZH
FRQFHSWXDOL]H�WKH�SUREOHP�DV�UHJXODWLRQ�RU�DV�SURFXUHPHQW��,GHDOO\��XQGHU�D
GHPRFUDWLF�UHJLPH��WKH�UHJXODWRU�FRXOG�YHU\�ZHOO�DFW�UHSUHVHQW�WKH�LQWHUHVWV
RI� WKH� XOWLPDWH� FRQVXPHU� RI� D� VHUYLFH�� 7KLV� ZRXOG� K\SRWKHWLFDOO\� EH� WKH
FDVH�RI�SURFXUHPHQW��+RZHYHU��HYHQ�LQ�WKLV�SRVVLEOH�VFHQDULR�WKH�SUREOHP
RI� ILQDQFLQJ� WUDQVIHUV�ZLOO�EH� DQ� LVVXH��)LQDQFLQJ� WUDQVIHUV� UHODWHV� WR� KRZ
GLVWRUWLRQDU\� WD[DWLRQ� LV�DQG� WR�ZKDW�JRYHUQPHQW� UHYHQXH� UDLVLQJ�FDSDFLW\
LV�� 7KHUHIRUH�� UHJXODWLRQ� KDV� WR� EH� WUHDWHG� LQ� D� JHQHUDO� HTXLOLEULXP
IUDPHZRUN�ZKHUH�WKH�VKDGRZ�FRVW�RI�SXEOLF�PRQH\�ZRXOG�EH�H[SOLFLW�

7KLV� DOVR� UHODWHV� WR� D� EURDGHU� SUREOHP� ZKLFK� LV� WR� LQWURGXFH� D� FRQWUDFW
FXOWXUH� LQ� WKH�SURYLVLRQ�RI� VRFLDO�VHUYLFHV��$V�3HUUL���DQG�.HQGDOO� ������
UHIHU� VWDWH� FRQWUDFWLQJ�ZLWK� YROXQWDU\� RUJDQL]DWLRQV� WXUQV� WKH� UHODWLRQVKLS
EHWZHHQ� WKH� VWDWH� DQG� SULYDWH� DQG� FLYLF� RUJDQL]DWLRQV� IURP� RQH� RI� JLIW�
JLYLQJ�DQG�FRPPXQLW\�GHYHORSPHQW�LQWR�D�OHJDO�PDWWHU�RI�VHUYLFH�GHOLYHU\
DW� D� SULFH� ZLWK� DOO� WKH� LPSOLFDWLRQV� RQ� SRZHU� UHODWLRQV� DQG� SROLFLHV�
5RWKVWHLQ� ������� ����� LQ� UHIHUHQFH� WR� FRQWUDFWV�� QRWHV� 
���� LI� RQH� FDQQRW
LQGLFDWH�ZKDW�LW�LV�RQH�ZDQWV��RQH�VKRXOG�QRW�EH�VXUSULVHG�WR�JHW�VRPHWKLQJ
RWKHU� WKDQ� ZKDW� RQH� H[SHFWV
�� 7KH� FDSDFLW\� WR� UHJXODWH� KDV� WR� EH
DFFRPSDQLHG� E\� WKH� FDSDFLW\� WR� HQIRUFH� UHJXODWLRQV� ZKLFK� PD\� UHTXLUH
DGGLWLRQDO�H[SHUWLVH�DQG�FDSDFLW\�ZLWKLQ�WKH�VWDWH�VHFWRU�
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��:H� ZLOO� GHDO� LQ� WKLV� SDSHU� ZLWK� EDVLF� HGXFDWLRQ� DQG� KHDOWK� VHUYLFHV� DV� GHILQHG� E\
81'3� ������ 7KHVH� VXEVHWV� RI� VRFLDO� VHUYLFHV� FRYHU� EDVLF� HGXFDWLRQ� �SULPDU\� DQG
VHFRQGDU\���SULPDU\�KHDOWK�FDUH�DQG�QXWULWLRQ��UHSURGXFWLYH�KHDOWK�DQG�IDPLO\�SODQQLQJ�

��7KHUH� DUH� GLIIHUHQFHV� LQ� WKH� VFRSH� RI� SULFH� FDS� UHJXODWLRQ� ZLWK� UHVSHFW� WR� &26
UHJXODWLRQ�� $� SULFH� FDS� LV� PHDQW� WR� EH� IRUZDUG� ORRNLQJ�� ZKLFK� PHDQV� WKDW�� �L�� WKH
UHJXODWRU�GRHV�QRW�UHO\�RQ�KLVWRULFDO�FRVW�LQIRUPDWLRQ�WR�VHW�WKH�SULFHV���LL��WKH�ILUP�KDV
GRZQZDUG�IOH[LELOLW\�LQ�WKH�SULFHV��WKH\�FRXOG�EH�HLWKHU�DW�WKH�FHLOLQJ�RU�EHORZ���DQG��LLL�
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WKH� UHJXODWRU\� SHULRG� LV� H[RJHQRXV�� 7R� WKLV� IDPLO\� RI� UHJXODWLRQV� EHORQJV� WKH� 53,�;
�UHWDLO� SULFH� LQGH[�PLQXV� VRPH� UDWH� RI� WHFKQRORJLFDO� SURJUHVV�� FRPPRQO\� XVHG� LQ� WKH
UHJXODWLRQ�RI�XWLOLWLHV

��)RU� WKH� VDNH� RI� VLPSOLFLW\�� ZH� DVVXPH� WKDW� WKHUH� LV� MXVW� RQH� OHYHO� RI� LQIRUPDWLRQ
DV\PPHWU\�� EHWZHHQ� WKH� UHJXODWRU� DQG� WKH� SURYLGHU�� ,Q� SUDFWLFH�� LQIRUPDWLRQ
DV\PPHWULHV� H[LVW� DOVR� DW� WKH� OHYHO� RI� WKH� KHDOWK� IDFLOLWLHV� RU� DW� WKH� OHYHO� RI� VFKRROV�
ZKLFK�IXUWKHU�FRPSOLFDWH�WKH�DQDO\VLV�

5()(5(1&(6

$UPVWURQJ�� 0��� 6�� &RZDQ� DQG� -�� 9LFNHUV� �������� 5HJXODWRU\� 5HIRUP�
(FRQRPLF� $QDO\VLV� DQG� %ULWLVK� ([SHULHQFH�� &DPEULGJH�� 0$�� 7KH� 0,7
3UHVV�

%HQQHWW�� 6��� %�� 0F3DNH� DQG� $�� 0LOOV� �HGV�� �������� 3ULYDWH� +HDOWK
3URYLGHUV� LQ�'HYHORSLQJ�&RXQWULHV��6HUYLQJ� WKH�3XEOLF� ,QWHUHVW"�/RQGRQ�
=HG�%RRNV�

&RUQLD�� *�� $�� DQG� )�� 6WHZDUW� �������� 
)RRG� 6XEVLGLHV�� 7ZR� (UURUV� RI
7DUJHWLQJ
�� LQ� )�� 6WHZDUW� �HG���� � $GMXVWPHQW� DQG� 3RYHUW\�� 2SWLRQV� DQG
&KRLFHV��/RQGRQ�DQG�1HZ�<RUN��5RXWOHGJH�

&UHPHU��+���0��0DUFKDQG�DQG�-��)��7KLVVH��������� 
7KH�3XEOLF�)LUP�DV�DQ
,QVWUXPHQW� IRU� 5HJXODWLQJ� DQ� 2OLJRSROLVWLF� 0DUNHW
�� 2[IRUG� (FRQRPLF
3DSHUV��������������

'H� )UDMD�� *�� DQG� )�� 'HOERQR� �������� 
$OWHUQDWLYH� 6WUDWHJLHV� RI� D� 3XEOLF
(QWHUSULVH�LQ�2OLJRSRO\
��2[IRUG�(FRQRPLF�3DSHUV�������������

'H�)UDMD��*��DQG�)��'HOERQR��������� 
*DPH�7KHRUHWLF�0RGHOV�RI�D�0L[HG
2OLJRSRO\
��-RXUQDO�RI�(FRQRPLF�6XUYH\V��������������

+DUULV��5��DQG�(��:LHQV���������
*RYHUQPHQW�(QWHUSULVH��$Q�,QVWUXPHQW�IRU
WKH� ,QWHUQDO�5HJXODWLRQ� ,QGXVWU\
��&DQDGLDQ� -RXUQDO� RI� (FRQRPLFV���� ����
)HEUXDU\�

,$'%� ��������)DFLQJ� XS� WR� ,QHTXDOLW\� LQ� /DWLQ� $PHULFD�� (FRQRPLF� DQG
6RFLDO�3URJUHVV�LQ�/DWLQ�$PHULFD������������5HSRUW��,$'%�

-LPHQH]��(����������3ULFLQJ�3ROLF\�LQ�WKH�6RFLDO�6HFWRUV��&RVW�5HFRYHU\�IRU
(GXFDWLRQ� DQG� +HDOWK� LQ� 'HYHORSLQJ� &RXQWULHV�� :DVKLQJWRQ�� '&�� -RKQ
+RSNLQV�8QLYHUVLW\�3UHVV�DQG�WKH�:RUOG�%DQN�
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/DIIRQW��-��-��DQG�-��7LUROH���������$�7KHRU\�RI�,QFHQWLYHV�LQ�3URFXUHPHQW
DQG�5HJXODWLRQ��&DPEULGJH��0$��0,7�3UHVV�

0ZDEX��*���&��8JD]�DQG�*��:KLWH� �HGV��� ��������1HZ�3DWWHUQV�RI�6RFLDO
3URYLVLRQ� LQ� /RZ� ,QFRPH� &RXQWULHV� �IRUWKFRPLQJ��� 2[IRUG�� 2[IRUG
8QLYHUVLW\�3UHVV�

3HUUL� �� DQG� -�� .HQGDOO� �HGV�� �������� 7KH� &RQWUDFW� &XOWXUH� LQ� 3XEOLF
6HUYLFHV�� 6WXGLHV� IURP� %ULWDLQ�� (XURSH� DQG� WKH� 86$�� $UHQD�� $VKJDWH
3XEOLVKLQJ�&RPSDQ\�

5DF]\QVNL��'����������
3URYLVLRQ�RI�6RFLDO�6HUYLFHV�LQ�&KLOH��$�6HDUFK�IRU�D
1HZ�0RGHO
��LQ�*��0ZDEX��&��8JD]�DQG�*��:KLWH��HGV����1HZ�3DWWHUQV�RI
VRFLDO�3URYLVLRQ�LQ�/RZ�,QFRPH�&RXQWULHV��IRUWKFRPLQJ���2[IRUG��2[IRUG
8QLYHUVLW\�3UHVV� ��

5HGG\�� 6�� DQG� -��9DQGHPRRUWHOH� �������� 
8VHU� )LQDQFLQJ� RI�%DVLF� 6RFLDO
6HUYLFHV�� $� 5HYLHZ� RI� 7KHRUHWLFDO� $UJXPHQWV� DQG� (PSLULFDO� (YLGHQFH
�
((3�:RUNLQJ�3DSHU��1HZ�<RUN��81,&()�

5RWKVWHLQ�� %�� �������� -XVW� ,QVWLWXWLRQV� 0DWWHU�� 7KH� 0RUDO� DQG� 3ROLWLFDO
/RJLF� RI� WKH� 8QLYHUVDO� :HOIDUH� 6WDWH�� &DPEULGJH�� &DPEULGJH� 8QLYHUVLW\
3UHVV� ��

6DODQLH�� %�� �������� 7KH� (FRQRPLFV� RI� &RQWUDFWV�� &DPEULGJH�� 0$�� 0,7
3UHVV�

6WHLQEHUJ�� 5�� DQG� %�� :HLVEURG� �������� 
5DWLRQLQJ� E\� 1RQSURILW
2UJDQL]DWLRQV� ZLWK� 'LVWULEXWLRQDO� 2EMHFWLYHV�� $Q� ([SORUDWRU\� 6XUYH\
�
1RYHPEHU��0LPHR�

6WLJOLW]�� -�� ��������(FRQRPLFV� RI� WKH� 3XEOLF� 6HFWRU�� VHFRQG� HGLWLRQ�� 1HZ
<RUN��:��:��1RUWRQ� ��

7LUROH�� -�� �������� 
7KH� ,QWHUQDO� 2UJDQL]DWLRQ� RI� *RYHUQPHQW
�� 2[IRUG
(FRQRPLF�3DSHUV���������

9LFNHUV��-��DQG�*��.��<DUURZ���������3ULYDWL]DWLRQ��$Q�(FRQRPLF�$QDO\VLV�
&DPEULGJH��0$��0,7�3UHVV�

:DWNLQV��.���������� 
(GXFDWLRQ�1RZ��%UHDN�WKH�&\FOH�RI�3RYHUW\
��5HSRUW
RI�WKH�2[IDP�,QWHUQDWLRQDO�(GXFDWLRQ�1RZ�FDPSDLJQ��2[IDP�

:DWNLQV��.�� �������� 
&RVW�5HFRYHU\�DQG�(TXLW\� LQ� WKH�+HDOWK�6HFWRU��7KH
([SHULHQFH�RI�=LPEDEZH
��LQ�*��0ZDEX��&��8JD]�DQG�*��:KLWH��HGV����1HZ
3DWWHUQV� RI� 6RFLDO� 3URYLVLRQ� LQ� /RZ� ,QFRPH� &RXQWULHV� �IRUWKFRPLQJ��
2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�
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:KLWH�� 0�� �������� 
0L[HG� 2OLJRSRO\� 3ULYDWL]DWLRQ� DQG� 6XEVLGL]DWLRQ
�
(FRQRPLF�/HWWHUV�������������

:LVWRZ��*��0��.QDSS�� %�� +DUG\� DQG�&�� $OOHQ� �������� 6RFLDO� &DUH� LQ� D
0L[HG�(FRQRP\��%XFNLQJKDP��2SHQ�8QLYHUVLW\�3UHVV�

:RUOG� %DQN� �������� :RUOG� 'HYHORSPHQW� 5HSRUW� ������ 7KH� 6WDWH� LQ� D
&KDQJLQJ�:RUOG��1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�IRU�WKH�:RUOG�%DQN�

=XFNHUPDQ�� (�� DQG� (�� GH� .DGW� �HGV�� �������� 7KH� 3XEOLF�3ULYDWH� 0L[� LQ
6RFLDO� 6HUYLFHV�� +HDOWK� &DUH� DQG� (GXFDWLRQ� LQ� &KLOH�� &RVWD� 5LFD� DQG
9HQH]XHOD��6RFLDO�$JHQGD�3ROLF\�*URXS��:DVKLQJWRQ�'&��,QWHU�$PHULFDQ
'HYHORSPHQW�%DQN�


