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'XULQJ� WKH� ����¶V� WKH� SUREOHPV� RI� WKH� GD\� ZHUH� RI� D� NLQG� WKDW� OHG� WKH�
JRYHUQPHQWV� RI� WKH�ZHVWHUQ� FRXQWULHV� WR� FRQFHQWUDWH�PRUH� RQ� WKH� UHFRQVWUXFWLRQ�RI�
WKHLU�SRVW�ZDU�HFRQRPLHV��7KHUHIRUH�WKH\�WHQGHG�WR�LQFUHDVH�SXEOLF�H[SHQGLWXUH��$V�D�
FRQVHTXHQFH� RI� WKLV� WHQGHQF\�� WKH� UROH� RI� WKH� SXEOLF� VHFWRU� LQ� WKH� HFRQRP\� KDV�
LQFUHDVHG�FRQVLGHUDEO\���

'XH� WR� WKHVH�GHYHORSPHQWV�� WKH� LVVXH�RI� LQFUHDVLQJ�SXEOLF�H[SHQGLWXUHV�DQG�
LWV� VRXUFHV� KDYH� EHFRPH� FRQWURYHUVLDO� VXEMHFW� DPRQJ� WKH� ZHVWHUQ� HFRQRPLVWV� VLQFH�
����¶V�� 7KH� GHEDWH�ZDV�PDLQO\� RQ� WKH� UROH� RI� SXEOLF� RUJDQL]DWLRQV�� LQ� RWKHU�ZRUGV�
³WKH� EXUHDXFUDF\´�� 7KH� HFRQRPLVWV� KDYH� FRQWHQGHG� WKDW� EXUHDXFUDF\� LV� WKH� PDLQ�
VRXUFH�RI�LQFUHDVLQJ�SXEOLF�H[SHQGLWXUHV���

��,QWURGXFWLRQ�
%XUHDXFUDF\� LV� DQ� LPSRUWDQW� DQG� FKDUDFWHULVWLF� LQVWLWXWLRQ� LQ� PRGHUQ�

VRFLHWLHV�� +RZHYHU�� EXUHDXFUDWLF� V\VWHP� KDV� D� ORQJ� KLVWRULFDO� EDFNJURXQG� LQ�
(XURSH� DQG� LQ� $VLD�� 7KHUH� DUH� D� ORW� RI� FRQFHSWV� DQG� GHVFULEWLRQV� DERXW�
EXUHDXFUDF\�� ,W� FDQ� EH� H[DPLQHG� IURP� GLIIHUHQW� SRLQW� RI� YLHZV�� 3ROLWLFDO�
VFLHQWLVWV��VRFLRORJLVWV��PDQDJHPHQW�VFLHQWLVWV�DQG�HFRQRPLVWV�KDYH�KDG�VWXGLHV�
RQ�EXUHDXFUDF\��

6RFLRORJLVWV� IROORZLQJ� 0D[� :HEHU�� ZKR� KDYH� XVHG� WKH� WHUP� RI�
³EXUHDXFUDF\´�� KDYH� WDNHQ� KLV� ZRUNV� DV� D� VWDUWLQJ� SRLQW��0D[�:HEHU� ������
������� WKH� EHVW� NQRZQ� VRFLRORJLFDO� ZULWHU� RQ� EXUHDXFUDF\�� $QG� DOO� PRGHUQ�
GLVFXVVLRQV�RI�EUHDXFUDF\�IURP�:HEHU��DQG�HYHU\ERG\�PRUH�RU�OHVV�DFFHSWV�KLV�
FKDUDFWHULVDWLRQ� RI� EXUHDXFUDF\�� +LV� ZRUNV� LQFOXGH� 5DWLRQDO� (ILLFLHQW�
2UJDQL]DWLRQ�� $OWKRXJK� SROLWLFDO� VFLHQWLVWV� GHQWLI\� ³EXUHDXFUDF\´� DV�
DGPLQLVWUDWLRQ� RI� WKH� VWDWH�� HFRQRPLVWV� XVH� WKH� WHUP�� ³EXUHDXFUDF\´�� IRU�
GHVFULELQJ�QRQ�PDUNHW�RUJDQL]DWLRQV���0H\HU��������S�������

7KH� VWXGLHV� RQ� EXUHDXFUDF\� KDYH� IRUPHG� DQ� LPSRUWDQW� SDUW� RI� WKH�
DQDO\VLV�PDGH� E\� HFRQRPLVWV� RI� SXEOLF� FKRLFH� LQ� WKH� QRQ�PDUNHW� VHFWRU�� 7KH�
HFRQRPLFV�RI�SXEOLF�RUJDQL]DWLRQDO�DQG�EXUHDXFUDF\�KDYH�EHHQ�JUHDWO\�VWXGLHG�
E\� ZHVWHUQ� HFRQRPLVWV� PRUH� WKDQ� EHIRUH� VHYHQWLHV�� /LNHZLVH� WKH\� FRQVLGHU�
ILUPV��SRVLQJ�TXHVWLRQV�DERXW�WKH�GHWHUPLQDQWV�RI�WKH�VL]H�RI�EXUHDXV�DQG�DERXW�
�����������������������������������������������������������2 3 4<UG�'Ro�'U���'(h�øø%)�0DOL\H�%|O�P���
�
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WKHLU�JURZLQJ�DFWLYLWLHV��3XEOLF�UHVRXUFH�DOORFDWLRQ�ZRXOG�EH�LPSRVVLEOH�ZLWKRXW�
WKH� H[LVWHQFH� RI� EXUHDXFUDF\�� %XGJHWDU\� SURYLVLRQ� RI� JRRGV� DQG� VHUYLFHV�
LPSOLHV�D�VWUXFWXUH�RI�EXUHDXV�PDNLQJ�DQG�LPSOHPHQWLQJ�GHFLVLRQV�DV�WR�ZKLFK�
JRRGV�DQG�VHUYLFHV�DUH�WR�EH�VXSSOLHG��LQ�ZKDW�DPRXQWV�DQG�WR�ZKLFK�JURXSV�RI�
FLWL]HQV�DQG�FRQVXPHUV����/DQH��������S����

,Q� WKH� ZHOIDUH� VWDWH�� WKH� UROH� RI� EXUHDXFUDFLHV� LV� H[WHQVLYH� DV� D�
FRQVLGHUDEOH� SDUW� RI� WRWDO� UHVRXUFHV� ZKLFK� LV� DOORFDWHG� RYHU� WKH� EXGJHW��
$OWKRXJK�WKHUH� �DUH�VRPH�GLVFXVVLRQV�DERXW� WKH�QHFHVVLW\�IRU�EXUHDXFUDFLHV�LQ�
WKH�ZHOIDUH�VWDWH��WKHUH�LV�D�ZLGH�GLVDJUHHPHQW�LQ�WKH�EDVLF�FKDUDFWHULVWLFV�RI�D�
EXUHDXFUDWLF� EHKDYLRXU�� $FFRUGLQJ� WR� VRPH� HFRQRPLVWV�� WKHUH� DUH� VRPH�
SUREOHPV�RQ�WKH�EXUHDXFUDWLF�HIILFLHQF\��$FWXDOO\��WKH�HIILFLHQF\�SUREOHP�PD\�
EH� UHJDUGHG� DV� D� NH\� LVVXH� LQ� XQGHUVWDQGLQJ� WKH� QDWXUH� RI� EXUHDXV� DQG� WKH�
IXQGDPHQWDOV�RI�EXUHDXFUDWLF�EHKDYLRXU���

%XUHDXFUDF\�PD\�EH�LGHQWLILHG�ZLWK�UHJDUGV�WR�WZR�DSSURDFKHV��
� ��2UJDQL]DWLRQDO�)UDPHZRUN�DQG��
� ��3XEOLF�&KRLFH�$SSURDFK��
3XEOLF� &KRLFH� 7KHRULHV� DUH� FRQFHUQHG�ZLWK� EXUHDXV� DQG� EXUHDXFUDWLF�

EHKDYLRXUV�� 7KH\� WHQG� WR� EH� LQGLYLGXDOLVWLF�� DWRPLVWLF� DQG� HFRQRPLF� LQ� WKHLU�
DVVXPWLRQV�� :KHUH� DV� WKH� RUJDQL]DWLRQDO� WKHRU\� GLVSOD\V� D� SUHIHUHQFH� IRU�
VWUXFWXUH� RI� KROLVP� DQG� SRZHU�� ,Q� WKH� HFRQRPLF� PRGHO� RI� EXUHDXFUDWLF�
EHKDYLRXU� ZLWKLQ� 3XEOLF� &KRLFH� $SSURDFK�� LW� LV� DVVXPHG� WKDW� HFRQRPLF�
LQFHQWLYHV� DQG� FRQVWUDLQWV� DUH� ZKDW� ZKLFK� FRXQW�� UDWKHU� WKDQ� WKH� PRUDO� RU�
LQWHOOHFWXDO�TXDOLWLHV�RI�SXEOLF�VHUYDQWV����1LVNDQHQ��������S�����

,W� LV� OHVV� WKDQ�WZHQW\�\HDUV�DJR�VLQFH�HFRQRPLVWV�EHJDQ�WR�LQFRUSRUDWH�
EXUHDXFUDWLF�EHKDYLRXU�LQWR�WKHLU�PRGHOV��7KH�HDUO\�ZRUNV�ZHUH�FDUULHG�RXW�E\�
7XOORFN������DQG�'RZQ������WKRXJK�9RQ�0LVHV������KDG�VHW�GRZQ�PDQ\�RI�
WKH�LVVXHV�HDUOLHU��,Q�WKHLU�ZRUNV�RI�HFRQRPLF�PRGHOV�RI�EXUHDXFUDF\�KDYH�EHHQ�
GLVFXVVHG� DQG� FULWLTHG�� (VSHFLDOO\�� HFRQRPLVWV� RI� 3XEOLF� &KRLFH� KDYH� SDLG�
DWWHQWLRQ� WR�1LVNDQHQ¶V�ZRUN� DV� LW� LV� FDOOHG� ³%XUHDXFUDF\�DQG�5HSUHVDQWDWLYH�
*RYHUQPHQW´���VHH��1LVNDQHQ���������
�����������3XEOLF� FKRLFH� WKHRU\� DQG� WKH� QHZ� LQVWLWXWLRQDO� HFRQRPLFV�PD\� WHQG� WR�
FRXQWHU�PRUH�SLHFHPHDO�HIIRUWV�WR�PDLQWDLQ�VWDQGDUGV�RI�HWKLFDO�LQWHJULW\�LQ�WKH�
EUHDXFUDF\��7KHVH�HIIRUWV�PD\�QHHG�WR�EH�UHLQIRUFHG�E\�QHZ�DSSURDFKHV�WR�WKH�
UHEXLOGLQJ� RI� LQVWLWXWLRQDOL]HG� SXEOLF� VHUYLFH�� 7KHVH� QHZ� DSURDFKHV� DQG� QHZ�
LGHDV� DOVR� GUDZQ� IURP� PDQDJHPHQW� WKHRU\�� QHZ� LQVWLWXWLRQDO� HFRQRPLFV�
�QDPHO\��
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DJHQF\� WKHRU\� DQG� WUDQVDFWLRQV� FRVWV� DQDO\VLV��� DQG� IURP� SXEOLF� FKRLFH�
H[SODQDWLRQV�RI�SROLWLFDO�DQG�EXUHDXFUDWLF�EHKDYLRXU� �� VHH��%RVWRQ�DQG�RWKHUV��
������6FKLFN����������

7KHVH� ³HFRQRPLVWLF´� DSURDFKHV� KDYH� EHHQ� GHVLJQ� WR�PDNH� WKH� SXEOLF�
VHFWRU�ORRN�PRUH�OLNH�WKH�EXVLQHVV�VHFWRU��+RZHYHU�WKH\�KDYH�QRW�DGGUHVVHG�WKH�
HWKLFDO�GLPHQVLRQV�RI�SXEOLF�VHUYLFHV�LQ�DQ\WKLQJ�OLNH�WKH�ULJRURXV�ZD\�WKDW�WKH\�
KDYH� FRQFHQWUDWHG� RQ� LQVWUXPHQWDO� LVVXHV� RI� ³HIILFLHQF\´� DQG� ³SURGXFWLYLW\´�
�*UHJRU\�������������$V�D�UHVXOW��HWKLFV�RU�VWDQGDUWV�LQ�SXEOLF�OLIH�KDYH�EHFRPH�
DQ� LPSRUWDQW� SXEOLF� DQG� SROLWLFDO� LVVXHV� �� 2(&'�� 3XPD�� ������ ���� $QG� DOVR�
2(&'� FDOOV� LW� DQ� ³HWKLFV� LQIUDVWUXFWXUH´� LQ� SXEOLF� VHUYLFHV�� 6LPLODUO\� 5REHUW�
3XWQDP� SRLQWHG� RXW� WKH� UHODWLRQVKLS� EHWZHHQ� VRFLDO� FDSLWDO� DQG� HIIHFWLYH�
GHPRFUDWLF�JRYHUQDQFH��VHH���3XWQDP�������������������������

���7KH�&RQFHSW�2I�%XUHDXFUDF\�
7KH� WHUP� RI� EXUHDXFUDF\� KDV� PDQ\� PHDQLQJV� IURP� GLIIHUHQW� DVSHFWV�

EXUHDXFUDF\� KDG� EHFRPH� D� IRFXV� RI� LQWHUHVW� WR� VRFLDO� VFLHQWLVWV�� ZKR� KDYH�
SURGXFHG� QXPHURXV� OLWHUDWXUH� RQ� WKH� VXEMHFW�� 7KH� ZRUG� ³EXUHDXFUDF\´� ZDV�
DSSDUHQWO\� LQYHQWHG� LQ� )UDQFH� LQ� ������ ��$OEURZ�� ������ S����� )URP� WKH� YHU\�
EHJLQQLQJ��ZULWHUV�RQ�EXUHDXFUDF\�KDYH�PL[HG�XS�LWV�GHVFULSWLRQ�DQG�HYDOXDWLRQ��
0RVW� RI� WKHP� KDYH� WKRXJKW� RI� EXUHDXFUDF\� DV� DQ� HYLO�� )RU� H[DPSOH�� WKH�
'LFWLRQDU\�RI�WKH�)UHQFK�$FDGHP\�KDG�DFFHSWHG�WKH�ZRUG�LQ������DQG�GHILQHG�
LW�DV��

³3RZHU��LQIOXHQFH�RI�WKH�KHDGV�DQG�VWDII�RI�JRYHUQPHQWDO�EXUHDX´�
$�*HUPDQ�'LFWLRQDU\�RI�������GHILQHG�LW�DV��
�³7KH� DXWKRULW\� RU� SRZHU�ZKLFK� YDULRXV� JRYHUQPHQW� GHSDUWPHQWV� DQG�

WKHLU�EUDQFKHV�DUURJDWH�WR�WKHPVHOYHV�RYHU�WKHLU�IHOORZ�FLWL]HQV����$OEURZ��������
S�����

$V� PHQWLRQHG� HDUOLHU�� WKH� EHVW�NQRZQ� VRFLRORJLFDO� ZULWHU� RQ�
EXUHDXFUDF\��0�:HEHU� WRRN� WKH� RSSRVLWH� YLHZ��:HEHU�PL[HV� HYDOXDWLRQ�ZLWK�
GHVFULSWLRQ� DV� PXFK� DV� HYHU\ERG\� HOVH�� $FFRUGLQJ� WR�:HEHU�� WKHUH� DUH� WKUHH�
GLVWLQFWLRQV�RI�DXWKRULW\��7KRVH�DUH�DV�IROORZV��

� ��7UDGLWLRQDO�$XWKRULW\��
� ��&KDULVPDWLF�$XWKRULW\��
� ��5DWLRQDO�$XWKRULW\��

1RZ��ZH�KDYH�WR�H[SODLQ�:HEHU¶V�$XWKRULW\�JURXSV��
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��������������7UDGLWLRQDO�$XWKRULW\��
6RPH�SHRSOH�DUH�REH\HG�EHFDXVH�WKH\�DOZD\V�WKRXJKW��WKLV�LV�WUDGLWLRQDO�

DXWKRULW\��DV�H[HUFLVHG�E\�D�KHUHGRWDU\�SULHVW�RU�E\�WKH�(QJOLVK�&RPPRQ�/DZ��
� ��&KDULVPDWLF�$XWKRULW\���
6RPH� SHRSOH� DUH� REH\HG� EHFDXVH� RI� WKHLU� H[FHSWLRQDO� SHUVRQDOLWLHV�

ZKLFK�FRPPDQG�GLUHFW�REHGLHQFH�IURP�WKHLU�IROORZHUV��DV�LQ�WKH�FDVH�RI�&KULVW��
0XKDPPHG��RU�1DSROLRQ��7KLV�DV�D�&KDULVPDWLF�$XWKRULW\��

� ��5DWLRQDO�$XWKRULW\��
6LQFH� WKHUH� DUH� QRW� PDQ\� FKDULVPDWLF� SHRSOH� DURXQG�� DQG� WUDGLWLRQDO�

DXWKRULW\� FDQ� QRW� FRSH� ZLWK� FRPSOH[� DGPLQLVWUDWLRQ�� WKH� JHQHUDO� WUHQG� LQ�
PRGHUQ�VRFLHWLHV�LV�WRZDUG�5DWLRQDO�%XUHDXFUDWLF�$XWKRULW\��

0DUWLQ� $OEURZ� �� $OEURZ�� ������ S������ QRWHV� WKDW� EXUHDXFUDF\�
GHILQLWLRQV�RI�WKH�WHUP�IDOO�LQWR�VHYHQ�FDWHJRULHV��

���5DWLRQDO�2UJDQL]DWLRQ��
��2UJDQL]DWLRQDO�(IILFLHQF\����
��5XOH�E\�2IILFLDOV��
��3XEOLF�$GPLQLVWUDWLRQ��
��$GPLQLVWUDWLRQ�E\�RIILFLDOV��HLWKHU�WKH�SXEOLF�RU�SULYDWH�VHFWRU��
��$Q�2UJDQL]DWLRQDO� IRUP�FKDUDFWHUL]HG�E\�VXFK�TXDOLWLHV�DV�KLHUDUFK\�

DQG�UXOHV�DQG��
����$Q�HVVHQWLDO�TXDOLW\�RI�PRGHUQ�VRFLHW\�������
'RQDOG�3��:DUZLFN¶V�DSSURDFK���:DUZLFN��������S����FRPHV�FORVH�WR�

$OEURZ¶V� VL[WK� SRLQW� DQ� RUJDQL]DWLRQDO� IRUP�� )RU� SUHVHQW� SXUSRVHV�� WKH�
GLVWLQFWLYH�FKDUDFWHULVWLFV�RI�EXUHDXFUDF\�FDQ�EH�OLVWHG�DV�IROORZV��
� ��$�KLHUDUFKLFDO�VWUXFWXUH��LQYROYLQJ�WKH�GHOHJDWLRQ�RI�DXWKRULW\�IURP�WKH�
WRS�WR�WKH�ERWWRP�RI�D�RUJDQL]DWLRQ��� � � � �
� ��$�VHULHV�RI�RIILFLDO�SRVLWLRQV�RU�RIILFLHV��HDFK�KDYLQJ�SUHVFULEHG�GXWLHV�
DQG�UHVSRQVLELOLWLHV�� � � � � � �
� �� � )RUPDO� UXOHV�� UHJXODWLRQV�DQG� VWDQGDUWV�JRYHUQLQJ�RSHUDWLRQV�RI� WKH�
RUJDQL]DWLRQ�DQG�WKH�EHKDYLRU�RI�LWV�PHPEHUV��
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�� 7HFKQLFDOO\� TXDOLILHG� SHUVRQQHO� HPSOR\HG� RQ� D� FDUHHU� EDVLV�� ZLWK�
SURPRWLRQV�EDVHG�RQ�TXDOLILFDWLRQV�DQG�SHUIRUPDQFH��

����2I� FRXUVH�� WKHVH� DUH� WKH�PDLQ� FKDUDFWHULVWLFV� RI� WKH� ³LGHDO� W\SH´�RI�
EXUHDXFUDF\� VHW� IRUWK� E\�0��:HEHU�DQG�HODERUDWHG�E\�PDQ\�ZULWHUV� VLQFH�KLV�
WLPH�� $V� QRWLFHG�� WKHUH� DUH� D� ORW� RI� GHILQLWLRQV� RQ� EXUHDXFUDF\� DQG� HYHU\RQH�
GHILQHV�LW�GLIIHUHQWO\��,Q�RUGHU�WR�FRPSUHKHQG�WKH�FRQFHSW�RI�EXUHDXFUDF\��LW�LV�
SRVVLEOH� WR�KDYH� LW�DQDO\]HG�ZLWK� LQ�GLIIHUHQW�DFDGHPLF�GLVFLSOLQHV���%HHWKDP��
������S������

��&RPSDUDWLYH�*RYHUQPHQW�� � � � �
� ��7KH�6RFLRORJ\�RI�2UJDQL]DWLRQ�� � � �
� ��3XEOLF�$GPLQLVWUDWLRQ�� � � � � �
� ��3ROLWLFDO�(FRQRP\��
� �����&RPSDUDWLYH�*RYHUQPHQW�

7KH�VWDQGDUW�XVDJH�RI�WKH�WHUP�³EXUHDXFUDF\´�LQ�WKH��� H I �FHQWXU\�ZDV�WR�
LQGLFDWH�D�W\SH�RI�SROLWLFDO�V\VWHP��OLWHUDOO\��³UXOH�E\�WKH�EXUHDX´��

%XUHDXFUDF\� ZDV� FRQWUDVWHG� ZLWK� D� V\VWHP� RI� 5HSUHVHQWDWLYH�
*RYHUQPHQW�� WKH� UROH� RI� HOHFWHG� SROLWLFLDQV� DFFRXQWDEOH� WR� D� UHSUHVHQWDWLYH�
DVVHPEO\� RU� SDUOLDPHQW�� 7KXV�� -�6�0LOO�� IRU� H[DPSOH�� LQ� WKLV� FODVVLF� ZRUN��
³5HSUHVHQWDWLYH� *RYHUQPHQW´�� FRQVLGHUHG� EXUHDXFUDF\� DV� WKH� RQO\� VHULRXV�
DOWHUQDWLYH� WR� D� UHSUHVHQWDWLYH� V\VWHP�� DQG� KH� DVVHVVHG� WKH� FKDUDFWHULVWLF�
DGYDQWDJHV�DQG�GLVDGYDQWDJHV�RI�HDFK��,Q�WKH��� H I �FHQWXU\��EXUHDXFUDWLF�UXOH�LV�
OLNHO\�WR�EH�D�VLPLOLWXGH�RI�PLOLWDU\GLFWDWRUVKLS�RU�RQH�SDUW\�JRYHUQPHQW���

����7KH�6RFLRORJ\�RI�2UJDQL]DWLRQ�
$�VHFRQG�XVDJH�EHORQJV� WR� WKH� VRFLRORJ\�RI�RUJDQL]DWLRQ��DQG�GHULYHV�

RULJLQDOO\� IURP�WKH�ZRUN�RI�0D[�:HEHU��7R�:HEHU��EXUHDXFUDF\�PHDQV�QRW�D�
W\SH� RI� JRYHUQPHQW�� EXW� D� V\VWHP� RI� DGPLQLVWUDWLRQ�� ,W� LV� FDUULHG� RXW� RQ� D�
FRQWLQRXV�EDVLV�E\�WUDLQHG�SURIHVVLRQDOV�DFFRUGLQJ�WR�SUHVFULEHG�UXOHV���

����3XEOLF�$GPLQLVWUDWLRQ�
$�WKLUG�XVDJH�GHULYHV� IURP�WKH�GLVFLSOLQH�RI�SXEOLF�DGPLQLVWUDWLRQ��$V�

WKH�WHUP�LPSOLHV��EXUHDXFUDF\�KHUH�PHDQV�SXEOLF�DGPLQLVWUDWLRQ�DV�RSSRVHG�WR�
DGPLQLVWUDWLRQ�ZLWKLQ�D�SULYDWH�RUJDQL]DWLRQ��

�����3ROLWLFDO�(FRQRP\�
$� IRXUWK� XVDJH� GHULYHV� IURP� SROLWLFDO� HFRQRP\�� $V� WKH� QDPH� RI� WKH�

GLVFLSOLQH� LPSOLHV�� LW� LV� FRQFHUQHG� ZLWK� GLVWLQJXLVKLQJ� RUJDQL]DWLRQV� LQ�
HFRQRPLF�WHUPV��DFFRUGLQJ�WR�WKH�VRXUFH�RI�WKHLU�UHYHQXH��)URP�WKLV�VWDQGSRLQW��
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D� EXUHDXFUDF\� LV� GHILQHG� DV� D� QRQ�PDUNHW� RUJDQL]DWLRQ��ZKLFK� DV� ILQDQFHG�E\�
JRYHUQPHQW�DQG�JRYHUQPHQWDO�XQLWV���

���0RGHOV�2I��%XUHDXFUDF\�
$�PRGHO� RI� EXUHDXFUDF\�ZKLFK� WR� SURYLGH� D� GHILQLWLRQDO� WHVW�� WR� VHW� D�

QRUPDWLYH� VWDQGDUW�� WR� GHYHORS� DQ� H[SODQDWRU\� IUDPHZRUN�� �%HHWKDP�� ������
S���������

��'HILQLWLRQDO�0RGHO�RI�%XUHDXFUDF\��
,W�ZLOO�EH�FRQFHUQHG�WR�VSHFLI\�WKH�FULWHULD�ZKLFK�GHWHUPLQH�ZKDW�LV�WR�

FRXQW� D� EXUHDXFUDF\�� DQG� ZKDW� LV� QRW�� ,W� DQVZHUV� WKH� TXHVWLRQ�� +RZ� GR� ZH�
UHFRJQL]H�D�EXUHDXFUDF\�ZKHQ�ZH�VHH�RQH"�

��$�1RUPDWLYH�0RGHO��
,W� VHHNV� WR� SUHVFULEH� ZKDW� DUH� WKH� QHFHVVDU\� FRQGLWLRQV� IRU�

RUJDQL]DWLRQDO�HIILFLHQF\�RU�HIIHFWLYHQHVV��DQG�WR�H[SORUH�EXUHDXFUDF\��HLWKHU�LQ�
JHQHUDO�RU�SDUWLFXODU��LV�DEOH�WR�VDWLVI\�WKHVH�FRQGLWLRQV��,W�DQVZHUV�WKH�TXHVWLRQ��
+RZ�HIILFLHQW�LV�D�EXUHDXFUDF\"�

��$Q�([SODQDWRU\�0RGHO��
,W� DLPV�D� IUDPHZRUN� IRU� H[SODLQLQJ� WKH�ZD\�EXUHDXFUDFLHV� IXQFWLRQ� LQ�

SUDFWLFH��DQG�ZK\�WKH\�GR��IRU�WKH�IRUPDWLRQ�DQG�H[HFXWLRQ�RI�SROLF\��,W�DQVZHUV�
WKH�TXHVWLRQ��:K\�GR�EXUHDXFUDFLHV�IXQFWLRQ�DV�WKH\�GR"�

7ZR� GLVWLQFW� DSSURDFKHV� WR� EXUHDXFUDF\� PD\� EH� PRGHOOHG� DQG�
LGHQWLILHG�DV�IROORZV�� �

��7KH�2UJDQL]DWLRQDO�7KHRU\�RI�%XUHDXFUDF\�� � �
� ��3XEOLF�&KRLFH�7KHRU\�RI�%XUHDXFUDF\��
� ����2UJDQL]DWLRQDO�7KHRU\�RI�%XUHDXFUDF\��7KH�6RFLRORJ\�RI���

2UJDQL]DWLRQ��
7KLV� WKHRU\� WDNHV� LWV� VWDUWLQJ� SRLQW� IURP� WKH� ZRUN� RI� 0�:HEHU�� D�

*HUPDQ�VRFLDO�VFLHQWLVW��ZKR�VWXGLHG�WKH�ODUJH�VFDOH�RUJDQL]DWLRQV�WKDW�H[LVWHG�
LQ� WKH� ODWWHU� SDUW� RI� WKH� �� H I � FHQWXU\�� ,Q� KLV� GHILQLWLRQ� RI� EXUHDXFUDF\��:HEHU�
VRXJKW�WR�LGHQWLI\�WKH�PRVW�EDVLF�IHDWXUHV�FRPPRQ�WR�PRGHUQ�V\VWHPV�RI�ODUJH�
VFDOH�DGPLQLVWUDWLRQ��+H�GLVWLQJXLVKHG� WHQ�RU� HOHYHQ�RI� WKHVH��EXW� WKH\�FDQ�EH�
UHGXFHG�IRU�FRQYHQLHQFH�WR�IRXU�PDLQ�IHDWXUHV���(GG\��������S��������

�
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%XUHDXFUDWLF�2UJDQL]DWLRQ��DFFRUGLQJ�WR�0�:HEHU��LV�FKDUDFWHUL]HG�E\�
� ��+LHUDUFK\��(DFK� RIILFLDO� KDV� D� FOHDUO\� GHILQHG� FRPSRWHQFH�ZLWKLQ� D�
KLHUDUFKLFDO� GLYLVLRQ� RI� ODERU�� DQG� LV� DQVZHUDEOH� IRU� LWV� SHUIRUPDQFH� WR� D�
VXSHULRU��

��&RQWLQXLW\��7KH�RIILFH�FRQVWLWXHV�D�IXOO�WLPH�VDODULHG�RFFXSDWLRQ��ZLWK�
D�FDUHHU�VWUXFWXUH�WKDW�RIIHUV�WKH�SURVSHFW�RI�UHJXODU�DGYDQFHPHQW�� �
� �� ,PSHUVRQDOLW\�� 7KH� ZRUN� LV� FRQGXFWHG� DFFRUGLQJ� WR� PHULW� WKDW� LV�
WUDLQHG� IRU� WKHLU� IXQFWLRQ�� DQG� FRQWURO� DFFHVV� WR� WKH� NQRZOHGJH� VWRUHG� LQ� WKH�
ILOHV�� �

7RJHWKHU� WKHVH� IDWXUHV� FRQVWLWXWH� 0�:HEHU¶V� GHILQLWLRQDO� PRGHO� RI�
EXUHDXFUDF\�� WKH� FULWHULD� WKDW� D� V\VWHP� RI� DGPLQLVWUDWLRQ� KDV� WR� EH� SURSHUO\�
FDOOHG� ³EXUHDXFUDWLF´�� %XW� ZKDW� H[DFWO\� LV� ³DGPLQLVWUDWLRQ´"� 6LPSO\�
DGPLQLVWUDWLRQ�FDQ�EH�XQGHUVWRRG�DV�WKH�FRRUGLQDWLRQ�DQG�H[HFXWLRQ�RI�SROLF\��
DQG� V\VWHP� RI� DGPLQLVWUDWLRQ� DV� DQ� DUUDQJHPHQW� RI� RIILFLDOV� FRQFHUQHG� ZLWK�
WUDQVODWLQJ�SROLF\�LQWR�GLUHFWLYHV�WR�EH�H[HFXWHG�DW�WKH�IURQW�OLQH�RI�RUJDQL]DWLRQ��

:HEHU�� DUJXHV� IURP� D� KLVWRULFDO� SHUVSHFWLYH�� FRPSDULQJ� PRGHUQ�
EXUHDXFUDF\� ZLWK� RWKHU� W\SHV� RI� JRYHUQPHQW� RU� DXWKRULW\�� +H� EHOLHYHG� WKDW�
GHILQLQJ� FKDUDFWHULFWLFV� RI� EXUHDXFUDF\� ZHUH� DOVR� QHFHVVDU\� FRQGLWLRQV� IRU�
DGPLQLVWUDWLYH�RU�RUJDQL]DWLRQDO�HIILFLHQF\��WKDW�LV��GHILQLWLRQDO�PRGHO�VHUYHG�DV�
D� QRUPDWLYH� PRGHO� DV� ZHOO�� �� %HHQWKDP�� ������ S����� :HEHU¶V� 0RGHO� RI�
2UJDQL]DWLRQDO�(IILFLHQF\��%XUHDXFUDF\�DV�5DWLRQDOLW\��DVVXPHV�WKDW�DOO�DVSHFWV�
RI�WKH�LQGLYLGXDO�SHUVRQDOLW\�ZKLFK�DUH�QRW�UHOHYDQW�WR�WKH�VWULFW�SHUIRUPDQFH�RI�
KLV�RU�KHU�GXWLHV�ZLOO�EH�FDVW�RII�DV� WKH\�HQWHU� WKH�RUJDQL]DWLRQ��RU�VXSSUHVVHG�
WKURXJK�HIIHFWLYH�VRFLDOL]DWLRQ����/DQH��������S������

�����3XEOLF�&KRLFH�7KHRU\�RI�%XUHDXFUDF\�
3XEOLF�&KRLFH�XVHV�HFRQRPLF�WRROV�LQ�WKH�SROLF\�DUHD�DQG�DOVR�LW�FDQ�EH�

FDOOHG�³SROLWLFDO�HFRQRP\´��$V�WKH�QDPH�LPSOLHV��SROLWLFDO�HFRQRP\�DSSURDFKHV�
WKH�VWXG\�RI�EXUHDXFUDF\�IURP�DQ�HFRQRPLF�SRLQW�RI�YLHZ����%XFDKDQDQ��������
S������%XFKDQDQ�DQG�)ORZHUV��������S����������7KLV�PHDQV�QRW�RQO\�WKDW�LW�LV�
FRQFHUQHG� ZLWK� WKH� ZD\� RUJDQL]DWLRQV� DUH� ILQDQFHG�� DQG�ZLWK� WKH� HIIHFWV� WKH�
IRUP�RI�ILQDQFLQJ�KDV�XSRQ�WKH�ZD\�WKH\�IXQFWLRQ J � �

�

�����������������������������������������������������������K �-�0�%XFKDQDQ�DOVR�FDOOV�LW�DOWHUQDWLYHO\�³WKH�HFRQRPLF�WKHRU\�RI�SROLWLFV´��VHH��3ROLWLFV�
ZLWKRXW�5RPDQFH��³$�6FHWFK�RI�3RVLWLYH�3XEOLF�&KRLFH�7KHRU\�DQG�,WV�1RUPDWLYH�
,PSOLFDWLRQV´��-�%XFKDQDQ�DQG�5��7ROOLVRQL�7KH�7KHRU\�RI�3XEOLF�&KRLFH�,,��0LFKLJDQ��
������S�����
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7KH� QRUPDWLYH� PHVVDJH� IURP� WKH� SXEOLF� FKRLFH� LV� GHULYHG� IURP�
FRPSDULQJ� WKH� SROLWLF�EXUHDXFUDWLF� RUJDQL]DWLRQ�ZLWK� WKH�PDUNHW� V\VWHP�� ,W� LV�
FRPPRQO\�UHFRPPHQGHG�ZKLFK�SROLWLFDO�DUHQD�LV�OLNH�D�PDUNHW�SURFHVVHV��VXFK�
DV� FRPSHWLWLRQ� VKRXOG� EH� LQWURGXFHG� LQWR� WKH� SXEOLF� VHFWRU�� 2I� FRXUVH�� WKH�
MXVWLILFDWLRQ�EHKLQG�VXFK�VXJJHVWLRQV�LV�KHDYLO\�GHSHGHQW�RQ�WKH�EHKDYLRUDO�DQG�
DQG�LQVWXWLRQDO�DVVXPWLRQ�RI�WKH�WKHRU\����6RUHQVHQ��������S�����

,Q� 3XEOLF� &KRLFH�� WKH� IRFXV� RI� LQWHUHVW� LV� GLIIHUHQW� IURP� WKDW� RI�
VRFLRORJ\��VR�WRR�LV�LWV�FKDUDFWHULVWLF�PHWKRG�RI�DQDO\VLV�RU�PRGHO�EXLOGLQJ��,WV�
VWDUWLQJ�SRLQW� OLHV�QRW�ZLWK� WKH�VRFLDO� WRWDOLW\�DQG� WKH�ZD\� LW� LV� VWUXFWXUHG��EXW�
ZLWK� WKH� LQGLYLGXDO�DV�FRQFHLYHG� LQGHSHQGHQWO\�RI�DQ\�SDUWLFXODU�FRQWH[W��7KH�
LQGLYLGXDO�ZKR� FRQVWLWXWH� WKH� VXEMHFWV� RI� SROLWLFDO� HFRQRP\� DUH� FRQFHLYHG� DV�
SXUSRVH� DJHQWV� ZKR� SXUVXH� WKHLU� RZQ� LQGLYLGXDO� LQWHUHVW� RU� DGYDQWDJH� LQ� D�
UDWLRQDO��FDOFXODWLQJ�PDQQHU��6LQFH�VXFK�DJHQWV�DUH�QRW�VHOI�VXIILFLHQW��WKH\�QHHG�
WKH�DVVLVWDQFH�RI�RWKHUV� WR�DFKLHYH� WKHLU�SXUSRVHV��7KLV� DVVLVWDQFH� LV� W\SLFDOO\�
VHHQ� WKURXJK� UHODWLRQV� RI� H[FKDQJH�� 7KH� GLVWLQFWLYH� FKDUDFWHULVWLF� RI� DQ�
H[FKDQJH�UHODWLRQVKLS��DV�$��6PLWK�SRLQWHG�RXW��LV�WKDW�RQH�SDUW\�WR�LW�FDQ�RQO\�
REWDLQ� ZKDW� KH� RU� VKH� ZDQWV� WKURXJK� VDWLVI\LQJ� WKH� ZDQWV� RI� DQRWKHU�� LW� LV� D�
UHODWLRQVKLS�EDVHG�XSRQ�D�PXWXDOLW\�RI�VHOI�LQWHUHVW L ��

$FFRUGLQJ�WR�SROLWLFDO�HFRQRP\�WKHQ��D�EXUHDXFUDF\�LV�D�DGPLQLVWUDWLYH�
KLHUDUFK\�ZKLFK�LV�ILQDQFHG�E\�D�JUDQW�UDWKHU�WKDQ�E\�WKH�VDOH�RI�LWV�SURGXFW�RQ�
WKH� PDUNHW�� 6XFK� D� JUDQW� FDQ� EH� SURYLGHG� HLWKHU� E\� YROXQWDU\� VXEVLGLHV� RU�
WKURXJK�FRPSXOVRU\�WD[DWLRQ����0FOHDQ��������S�����

7KH� 3XEOLF� &KRLFH� $QDO\VWV� RI� %XUHDXFUDF\� KDYH� WULHG� WR� WUHDW� WKH�
VXSSO\� DQG� GHPDQG� IRU� JRYHUQPHQW� JRRGV� DQG� VHUYLFHV�� ,Q� WKH� VDPH�ZD\� DV�
FODVVLFDO�PLFURHFRQRPLFV� WUHDWV� WKH� GHPDQG� DQG� VXSSO\� RI� WUDGHG� JRRGV� DQG�
VHUYLFHV�� $OWKRXJK� DOPRVW� DOO� DWWHQWLRQ� KDV� EHHQ� IRFXVHG� RQ� VXSSO\�� WKH� ILUVW�
LPSRUWDQW�FRQWULEXWLRQ�ZDV�WKH�GHPDQG�VL]H��7KH�LPPHGLDWH�GHPDQG�IRU�EXUHDX�
SURGXFWV�FRPHV�IURP�WKH�JRYHUQPHQW��,Q�D�GHPRFUDF\�WKH�JRYHUQPHQW�DVNV�WKH�
EXUHDX� WR�SURGXFH� WRR�PXFK�RU� WRR� OLWWOH�� LW� ULVNV�EHLQJ� WXUQHG�RXW�DW� WKH�QH[W�
HOHFWLRQ���

0RVW�3XEOLF�&KRLFH�ZULWHUV�KDYH�SDLG�UHPDUNDEO\�OLWWOH�DWWHQWLRQ�WR�WKH�
GHPDQG� FXUYH�� %XW� WKH� PRVW� FRPSKHUHQVLYH� DQG� PDWKHPDWLFDO� PRGHO� RI� WKH�
VXSSO\� RI� EXUHDX� JRRGV� DQG� VHUYLFHV� LV� WKDW� RI�:�1LVNDQHQ�� 7KLV� LV� D�PRYH�
�����������������������������������������������������������M �:H�FDQ�DOVR�JLYH�DQ�H[DPSOH�IURP�*��7XOORFN¶V�YLHZ��+H�GLVWLQJXLVKHG�SXEOLF�FKRLFH�
WKHRULVW� DQG� VFRXUJH� RI� EXUHDXFUDWV� KDYH� UHZRUNHG� D� IDPRXV� VD\LQJ� RI�$�� 6PLWK¶V�� D�
ZRUNHUV�� VDOHV��PDQDJHU��HQJLQHHU��YLFH�SUHVLGHQW�RU�DQ\�RWKHU�PHPEHU�RI�D�³ILUP´�KDV�
UHJDUG�WR�KLV�RZQ��QRW� WKH�ILUPV�LQWHUHVW�VHH��*��7XOORFN���7KH�3ROLWLFV�RI�%XUHDXFUDF\��
������8QLYHUVLW\�3UHVV�RI�$PHULFD���
�



A!B!�C��D D)� EF� ��G)E # �
�

� ��

DZD\�IURP�WKH�WUDGLWLRQDO�DVVXPSWLRQV�RI�PLFURHFRQRPLFV��D�PRYH�SDUDOOHG�E\�
ZULWHUV� RQ� WKH� ILUP�� 7KH� WUDGLWLRQDO� DVVXPSWLRQV� ZDV� WKDW� WKH� ILUP� VHHNV� WR�
PD[LPL]H�LWV�SURILWV���

)LQDOO\��ZH�FDQ�VD\�WDKW�3XEOLF�&KRLFH�0RGHO�LV�DQ�LPSURYHPHQW�RQ�LWV�
SUHGHFHVVRU�EHFDXVH� WKDW� WKHLU�SUHGHFHVVRUV�DOZD\V�FODLPHG� WKDW� WKH�EXUHDX� LV�
³ZDVWHIXO´�� %XW� 1LVNDQHQ¶V� FODLP� � EXUHDXFUDF\� LV� ³DOORFDWLYHO\� LQHIILFLHQW´��
$OWKRXJK� LW� GRHV� QRW� PHDQ� ³;�LQHIILFLHQW´�� $FFRUGLQJ� WR�:�� 1LVNDQHQ�� ³;�
LQHIILFLHQW�LV�IRUELGGLQJ�WHUP��,W�PHUHO\�PHDQV�³:DVWH´���
� ��3XEOÕF�6HFWRU�DQG�%XUHDXFUDF\��

7KH�JURZWK�RI�JRYHUQPHQW�RU�SXEOLF�VHFWRU�LV�D�IXQGDPHQWDO�IHDWXUH�RI�
FRQWHPSRUDU\�JRYHUQPHQW��HVSHFLDOO\� LQ�LQGXVWULDOL]HG�VRFLHWLHV�DQG�DOVR�PRUH�
UHFHQWO\� LQ� GHYHORSLQJ� FRXQWULHV�� +RZHYHU�� LW� LV� GLIILFXOW� RU� LPSRVVLEOH� WR�
PHDVXUH�WKH�JURZWK�RI�JRYHUQPHQW��,Q�WKLV�FDVH�HFRQRPLVWV�FDQ�VWLOO�JDLQ�LQVLJKW�
LQWR�WKH�FKDQJHV�WKDW�KDYH�WDNHQ�SODFH�LQ�WKH�UROH�RI�JRYHUQPHQW�E\�H[DPLQLQJ�
ILJXUHV�IRU�SXEOLF�H[SHQGLWXUH��7KLV�LV�WKH�PRVW�ZLGHO\�XVHG�PHDVXUH��%HFDXVH�
SXEOLF� H[SHQGLWXUH� PD\� EH� PRVW� YLVLEOH� SRUWLRQV� RI� JRYHUQPHQWDO� DFWLYLW\��
�3HWHU�� ������ S������ 7KHUH� KDV� EHHQ� D� VLJQLILFDQW� LQFUHDVH� LQ� WKH� QXPEHU� RI�
SXEOLF�RUJDQL]DWLRQV�LQ�PRVW�FRXQWULHV�GXULQJ�WKH�SRVW�ZDU�HUD N ��

1RZDGD\V� WKHUH�DUH� VHYHUDO� IXQGDPHQWDO� DSSURDFKHV� WR� WKH� JURZWK�RI�
JRYHUQPHQW�H[LVW�UHODWLQJ�WR�WKH�JURZWK�RI�WKH�SXEOLF�EXUHDXFUDF\��(YHQWXDOO\��
ZH� FDQ� VD\� WKDW� WKHUH� LV� QR� VLQJOH� FDXVH� IRU� WKH� JURZWK� RI� JRYHUQPHQW��
+RZHYHU��WKH�SXEOLF�EXUHDXFUDF\�KDV�EHFRPH�D�PRUH�LPSRUWDQW�LQVWLWXWLRQ���
� ����7KH�3ROLWLFV�RI�%XUHDXFUDF\�
� %XUHDXFUDFLHV� KDYH� WKH� LQIRUPDWLRQ� DQG� H[SHUWLVH� WKDW� FRQWHPSRUDU\�
JRYHUQPHQWV� UHTXLUH� IRU� HIIHFWLYH� SROLF\� PDNLQJ�� %XW� EXUHDXFUDF\� PD\� EH�
FDSDEOH� RI� VXSSO\LQJ� JRYHUQPHQW�� EXW� XQOLNH� SROLWLFDO� SDUWLHV� WKDW� VXSSO\� E\�
³GLUHFWLRQOHVV� FRQFHQVXV´�� JRYHUQPHQW� VXSSOLHG� E\� EXUHDXFUDF\� PD\� EH�
JRYHUQPHQW�E\�QRQ�FRQVHQVXDO�GLUHFWLRQV´����3HWHU��������S����������

7KH�SXEOLF�EXUHDXFUDF\�LV�D�FDXVH�RI�JURZWK�RI�SXEOLF�H[SHQGLWXUH�DQG�
RI�JRYHUQPHQW�JHQHUDOO\�DFFRUGLQJ�WR�VRPH�3XEOLF�&KRLFH�(FRQRPLVWV��2QH�RI�
WKH�PDQ\�VWHUHRW\SHV�RI�WKH�SXEOLF�EXUHDXFUDF\�LV�H[SDQVLYH�VHW�RI�EXUHDXFUDF\��
7KLV�YLHZ�LV��DV�PHQWLRQHG�EHIRUH��H[SUHVVHG�LQ�WKH�ZRUN�RI�:LOOLDP�1LVNDQHQ��
7KH�UROH�RI� WKH�3XEOLF�%XUHDXFUDF\�LQ�SROLF\�PDNLQJ�DQG�WKH�G\QDPLFV�RI�WKH�
�����������������������������������������������������������O � $OVR� \RX� FDQ� VHH� IRU� GHWDLO�� $QWRQ\� %HFNHU�� HG�� 4XDQJRV� LQ� %ULWDLQ� /RQGRQ��0F��
0LOOLDQ��������'RQDOG�.HWWO��*RYHUQPHQW�E\�3UR[\��:DVKLQJWRQ�'�&��&4�3UHVV��������
�
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EXGJHW�SURFHVV�DUH�ERWK�WRR�FRPSOH[�DQG�GHOLFDWH�WR�EH�SUHVHQWHG�E\�DQ\�VXFK�
VLPSOLVWLF�PRGHO���
� ����7KH�5HVRXUFHV�RI�%XUHDXFUDF\�

6RPH� GHILQLWLRQV� SRLQWHG� RXW� RQ� WKH� UHVRXUFHV� RI� EXUHDXFUDF\� LQ� WKH�
OLWHUDWXUH�DV�IROORZV����

�� ,QIRUPDWLRQ� DQG� ([SHUWLVH�� 7KH� ILUVW� DQG� SUREDEO\� PRVW� LPSRUWDQW�
UHVRXUFH�RI�WKH�EXUHDXFUDF\�LV�FRQFHQWUDWHG�LQ�EXUHDXFUDWLF�DJHQFLHV���

��3RZHU�RI�'HFLVLRQ��$�VHFRQG�SRZHU�DW�WKH�VHUYLFH�RI�WKH�EXUHDXFUDF\�
LV� WKH� SRZHU� RI� GHFLVLRQ�� 3XEOLF� EXUHDXFUDF\� FRPSDUHG� ZLWK� PDQ\� SROLWLFDO�
LQVWLWXWLRQV��HVSHFLDOO\�OHJLVODWLYH�LQVWLWXWLRQV��WKH\�VHHP�D�PRGHO�RI�HIILFLHQF\��
�� *RXOGQHU�� ������ S���������� %XUHDXFUDFLHV� DUH� LQ� D� SRVLWLRQ� WR� DFW� PRUH�
UDSLGO\�WKDQ�OHJLVODWXUHV�RQ�PDQ\�LVVXHV���

�� 3ROLWLFDO� 6XSSRUWHUV�� 3ROLWLFDO� LQVWLWXWLRQV� KDYH� WKHLU� SROLWLFDO�
VXSSRUWHUV�LQ�PDNLQJ�FODLPV�IRU�IXQGLQJ�RU�IRU�SROLF\�DXWRQRP\��
� ��(FRQRPÕF� 0RGHOV� 2I� %XUHDXFUDWÕF� %HKDYÕRXU� �1ÕVNDQHQ¶V�

%XUHDXFUDWÕF��0RGHO��
(FRQRPLF�PRGHOV�RI�EXUHDXFUDWLF�EHKDYLRXU�XVXDOO\�LQYROYH�D�WKHRU\�RI�

OHJLVODWLYH� EHKDYLRXU� LQ� ZKLFK� SROLWLFLDQV� DLP� WR� PD[LPL]H� WKHLU� HOHFWRUDO�
VXSSRUWV����6PLWK��������S������

2QH�RULJLQDO�DVVXPSWLRQ�KHUH�ZDV�WKDW� OHJLVODWRUV�DUH�PRUH�UHVSRQVLYH�
WR�GHPDQG�IRU�H[SHQGLWXUH�WKDQ�WR�SXEOLF�FRQFHUQ�IRU�WD[�OHYHOV���

%XUHDXFUDFWV� DUH� LQ�D�JRRG�SRVLWLRQ� WR�GLVWRUW� LQIRUPDWLRQ�DERXW�FRVWV�
EHFDXVH�RI�WKHLU�GRPLQDQW�UROH�DV�LQWHUSUHWHUV��0DQ\�EXUHDXV�DUH�WR�VRPH�H[WHQW�
LQ�WKH�SRVLWLRQ�RI�PRQRSVRQ\��7KH\�DUH�WKH�VROH�EX\HUV�RI�VRPH�W\SHV�RI�ODERXU�
DQG�PDWHULDOV� IRU� WKH�JRRGV�DQG�VHUYLFHV� WKDW�RQO\� WKH\�SURGXFH��([DPSOHV�RI�
VXFK�W\SHV�RI�ODERXU�DUH�ILUHPHQ��DUP\�RIILFLHUV�DQG�SROLFHPHQ���,Q�DGGLWLRQ��D�
EXUHDXFUDWLF� DJHQF\�PD\�EH�JLYHQ�SUHIHUHQWLDO�DFFHVV� WR�VRPH� LQSXWV�� VXFK�DV�
ODQG�� WKURXJK� SODQQLQJ� OHJLVODWLRQ�� IRU� H[DPSOH��%XUHDXV� FDQ� WKXV� XQGHUVRPH�
FRQGLWLRQV��H[HUFLVH�ZDJH�DQG�IDFWRU�SULFH�GLVFULPLQDWLRQ��8QGHU�WKH�FRQGLWLRQV�
RXWOLQHG� DERYH� WKLV� LV� OLNHO\� WR� UHGXFH� WKH� HFRQRPLF� HIILFLHQF\� RI� SXEOLF�
SURYLVLRQ�� $FFRUGLQJ� WR� WKLV� DSSURDFK�� EXVLQHVVPDQ� PD[LPL]HV� SURILW� WR�
PD[LPL]H� KLV� SHUVRQHO� XWLOLW\�� 7KH� EXUHDXFUDW� PD[LPL]HV� KLV� EXGJHW� DQG� KLV�
VDODU\�� SHUTXLVLWLHV� �D� FDVXDO� SURILW�� RI� RIILFH�� SXEOLF� UHSXWDWLRQ�� SRZHU��
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SDWURQDJH��HDVH�RI�PDQDJLQJ��WKH�EXUHDX�DQG�HDVH�RI�PDNLQJ�FDKDQJHV�WR�SXEOLF�
SROLF\�ZKLFK�KH�EHOLYHV�WR�EH�LQ�WKH�SXEOLF�LQWHUHVW P � �

)LQDOO\�� WKLV� WKHRU\� GHULYHG� IURP� WKH� 3XEOLF� &KRLFH� $SSURDFK� DERXW�
EXUHDXFUDFWLF� EHKDYLRXU� ZKLFK� LPSOLHV� WKH� PD[LPL]DWLRQ� RI� WKH� EXUHDX� DQG�
IHDWXUH�RI�WKH�EXUHDXFUDWV��7R�1LVNDQHQ��WKH�SXEOLF�VHFWRU�EXUHDXFUDF\�LV�D�QRQ�
SURILW�PDNLQJ�PRQRSRO\� VXSSOLHV�ZKLFK� LV� ILQDQFHG�ZKROO\� RU� LQ�SDUW� IURP�D�
SHULRGLF�DSSURSULDWLRQ�DU�JUDQW��+LV�VSHVLILF�LQWHUHVW�LQ�WKH�VWXG\�RI�EXUHDXFUDF\�
LV� WR� ILQG�RXW� KRZ�EXUHDXFUDWV� LQIOXHQFH� WKH� HIILFLHQF\�RI� UHVRXUFH� DOORFDWLRQ�
DQG�KRZ�EXUHDXFUDF\�FRPSDUHV��LQ�HIILFLHQF\�WHUPV��UHODWLYH�WR�RWKHU�IRUPV�RI�
HFRQRPLF�RUJDQL]DWLRQ�VXFK�DV�WKH�PDUNHW�VWUXFWXUHV�RI�SHUIHFW�FRPSHWLWLRQ�RU�
PRQRSRO\���

7KH� EXUHDXFUDF\� WKHRU\� RI�:LOOLDP�1LVNDQHQ� >� VHH�� 1LVNDQHQ�� ����@�
SURYLGHV�RQH�PHDQV�RI�H[SODLQLQJ�ZK\�DOORFDWLRQ�RI�D�JRRG�LQ�WKH�SXEOLF�VHFWRU�
PD\�OHDG�WR�D�ODUJHU�WKDQ�HIILFLHQW�DPRXQW�EHLQJ�SURGXFHG��:KLOH�PDQDJHUV�RI�
ILUPV� LQ� WKH� SULYDWH� VHFWRU� DUH� DVVXPHG� WR� EH� SURILW�PD[LPL]HUV�� EXUHDXFUDWV�
FDQQRW� UHWDLQ� DQ\� SURILWV� WKDW�PLJKW� EH� JHQHUDWHG�� 6R� LW� LV� DVVXPHG� WKDW� WKH\�
KDYH� VRPH�RWKHU�PD[LPDQG�� ,Q�1LVNDQHQ
V� WKHRU\�� WKDW�RWKHU�PD[LPDQG� LV� WKH�
VL]H� RI� WKH� EXUHDX
V� EXGJHW��2I� FRXUVH�� WKHUH�PD\� EH� RWKHU� YDULDEOHV� WKDW� WKH�
EXUHDXFUDW�LV�FRQFHUQHG�DERXW��SRZHU��VWDII�VL]H��LQFRPH��DQG�WKH�OLNH��EXW�WKH\�
DUH�JHQHUDOO\�FRUUHODWHG�ZLWK�EXGJHW�VL]H����%LHUKDL]O��������S�������

2EYLRXVO\�� WKH� K\SRWKHVLV� WKDW� EXUHDXFUDWV�PD[LPL]H� WKHLU� EXGJHWV� LV�
LQWHQGHG�DV�D�IXQGDPHQWDO�FKDUDFWHUL]DWLRQ�RQ�EXUHDXFUDWLF�EHKDYLRXU��7\SLFDO�
RI� D� EXUHDX� LV� LWV� SXEOLF� FKDUDFWHU�� UHFHLYLQJ� VRPH� JUDQW� IURP� D� JRYHUQPHQW�
EXGJHW�DV�DQ�HVVHQWLDO�VRXUFH�RI�LWV�UHYHQXHV��1LVNDQHQ�0RGHO�RI�EXUHDXFUDWLF�
EHKDYLRXU�LV�EDVHG�XSRQ�WKH�IROORZLQJ�DVVXPSWLRQV��

��%XUHDXFUDWV�DUH�SULPDULO\�PRWLYDWHG�E\�VHOI�LQWHUHVW��� �
�� $� SXEOLF� VHFWRU� EXUHDX� LV� D� QRQ�SURILW� PDNLQJ� RUJDQL]DWLRQ� ZKLFK�
UHFHLYHV�LWV�ILQDQFH�IURP�VRXUFHV�RWKHU�WKDQ�WKH�3HU�XQLW�VDOH�RI�RXWSXW�
RQ�WKH�RSHQ�PDUNHW�� � � � �
�� :KHQ� GHDOLQJ� ZLWK� OHJLVODWXUH�� EXUHDXFUDWV� KDYH� DQ� HIIHFWLYH�
PRQRSRO\�RYHU�LQIRUPDWLRQ�DERXW�WKH�WUXH�FRVWV�RI�VXSSO\���
7KXV�1LVNDQHQ¶V�0RGHO� LV� D� VXSSO\� VLGH�H[SODQDWLRQ�RI�SXEOLF�RXWSXW�

EDVHG�XSRQ�D�ELODWHUDO�PRQRSRO\�WKHRU\�RI�EXUHDXFUDF\��$�ELODWHUDO�PRQRSRO\�
�����������������������������������������������������������Q � 7KLV� IRUPXODWLRQ� LV� LGHQWLFDO� :LOOLDPVRQ¶V� 7KHRU\� RI� PDQDJHULDO� GLVFUHDWLRQ�� 6HH��
:LOOLDPVRQ�� 2�(�� ������� 7KH� (FRQRPLFV� RI� 'LVFUHWLRQDU\� %HKDYLRXU�� 0DQDJHULDO�
2EMHFWLYHV�LQ�D�7KHRU\�RI�WKH�)LUP��3UHQWLFH�+DOO���
�
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UHODWLRQVKLS� LV� RQH� RI� H[FKDQJH�� :KDW� LV� LW�� WKHUHIRUH�� :KLFK� LV� EHLQJ�
H[FKDQJHG� EHWZHHQ� VSRQVRU� DQG� EXUHDX"� ³$� EXUHDX� RIIHUV� D� SURPLVHG� VHW� RI�
DFWLYLWLHV�DQG�WKH�H[SHFWHG�RXWSXWV�RI�WKHVH�DFWLYLWLHV�IRU�D�EXGJHW��7KH�SULPDU\�
GLIIHUHQFH� EHWZHHQ� WKH� H[FKDQJH� UHODWLRQ� RI� D� EXUHDX� DQG� WKDW� RI� D� PDUNHW�
RUJDQL]DWLRQ� LV� WKDW� D� EXUHDX� RIIHUV� D� WRWDO� RXWSXW� LQ� H[FKDQJH� IRU� D� EXGJHW��
ZKHUHDV�D�PDUNHW�RUJDQL]DWLRQ�RIIHUV�XQLWV�RI�RXWSXW�D�SULFH´�KH�DGGHG���

,Q�DQ\�ELODWHUDO�PRQRSRO\�UHODWLRQVKLS�WKH�ILQDO�RXWFRPH�LV�LQGHWHUPLQDWH�
VLQFH� LW� GHSHQGV�XSRQ� WKH� UHODWLYH� SRZHU� DQG�EDUJDLQLQJ� VWUHQJWKV� RI� WKH� WZR�
VLGHV�� 2Q� WKH� RQH� KDQG�� WKH� VSRQVRU� GRHV� QRW� KDYH� DQ� DOWHUQDWLYH� PHDQV� RI�
VXSSO\�DQG�WKH�RWKHU�EXUHDX�LV�GHSHQGHQW�XSRQ�WKH�VSRQVRU�IRU�LWV�EXGJHW��:KR�
ZLQV� WKH� JDPH"� $� QXPEHU� RI� ZULWHUV� OLNH� 'RZQV� ������ :LOGDZVNH� ������
1LVNDQHQ������KDYH�VXJJHVWHG�D�YDULHW\�RI�UHDVRQV�ZK\�WKH�EXUHDX�PLJKW�FRPH�
RII�EHVW���

1LVNDQHQ¶V� DQG� :LOODPVRQ¶V� 7KHRULHV� JUDQW� GLVFUHWLRQDU\� SRZHUV� WR�
PDQDJHUV��%XUHDXFUDWV��WR�DOORFDWH�RUJDQL]DWLRQDO�UHVRXUFHV�WR�DFWLYLWLHV�ZKLFK�
ZLOO�LQFUHDVH�WKHLU�SHUVRQDO�XWLOLWLHV��7KLV�IUHHGRP�RU�GLVFUHDWLRQ�GHSHQGV�XSRQ�
WKH� FRPSHWHWLYHQHVV� RI� WKH� HQYLURQPHQW� DQG� XSRQ� WKH� FRQVWUDLQWV� ZKLFK�
PDQDJHUV�IDFH���
� ��7KH�*URZWK�2I�%XUHDXFUDF\�

$V�ZH�VDLG�HDUOLHU��WKH�SXEOLF�VHFWRU�RI�WKH�PDMRU�LQGXVWULDO�SRZHUV�KDG�
JURZQ�UDSLGO\�RYHU�WKH�SRVW�ZDU�SHULRG��+RZ�GRHV�WKH�WKHRU\�RI�EXUHDXFUDF\�ILW�
LQWR�WKH�H[LVWLQJ�VHW�RI�H[SODQDWLRQV�RI�SXEOLF�H[SHQGLWXUH�JURZWK"�'R�ZH�KDYH�
D�VXIILFLHQWO\�ZHOO�GHYHORSHG�G\QDPLF�WKHRU\�RI�EXUHDXFUDWLF�EHKDYLRXU"�

7KLV�TXHVWLRQ�LV�UHSOLHG�E\�-DFNVRQ���6HH��-DFNVRQ���������
�³7KH�VWUDLJKW�DQVZHU�LV�WKDW�RXU�FXUUHQW�NQRZOHGJH�GRHV�QRW�SHUPLW�XV�

WR�PDNH�IDFWRUV�ZKLFK�LQIOXHQFH�WKH�GHPDQG�IRU�SXEOLF�VHUYLFH�LQFUHDVHV�LQ�UHDO�
LQFRPHV�DQG� LQFUHDVHV� LQ� WKH�FOLHQW�JURXS��3RSXODWLRQ���ZKLOVW�FKDQJHV�RQ�WKH�
VXSSO\� VLGH� LQFOXGH� LQFUHDVHV� LQ� WKH� FULPH� UDWH� LQ� WKH� FDVH� RI� SROLFH�
H[SHQGLWXUH´���

$� QXPEHU� RI� K\SRWKHVLV� DERXW� SXEOLF� H[SHQGLWXUH� JURZWK� FDQ� EH�
DGYDQFHG�ZKLFK�DVVLJQ�DFWLYH�UROH�WR�EXUHDXFUDWV��� � �
� �� %XUHDXFUDWV� PD\� OREE\� IRU� VDODU\� LQFUHDVHV� IRU� SXEOLF� VHFWRU�
HPSOR\HHV�� $VVXPLQJ� QR� VWDII� UHGXFWLRQ� IROORZLQJ� WKH� SD\� �SHULRG�� DZDUG��
EXGJHW�ZLOO�ULVH��� � � � �

�� %XUHDXFUDWV� PLJKW� MRLQ� IRUFHV� ZLWK� VSHFLILF� SUHVVXUH� JURXSV� ZKLFK�
DGYRFDWH�DQ�H[SDQVLRQ�LQ�WKH�EXUHDX¶V�DFWLYLWLHV�DQG�KHQFH�LWV�EXGJHW��*LYHQ�WKH�
VSHFLDOL]HG� LQIRUPDWLRQ�DYDOLDEOH� WR�EXUHDXFUDWV� WKH\�PDNH�YDOXDEOH�DOOLHV� IRU�
SUHVVXUH�JURXSV��� � � �� �

��%XUHDXFUDWV�DV�YRWHUV�PLJKW�VXSSRUW�H[SDQVLRQDU\�SROLFLHV���
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� ��%8'*(7$5<�352&(66�$1'�%85($8&5$<�
$�EXGJHW� LV�PRUH� WKDQ�D� ILQDQFLDO� VWDWHPHQW�� ,W� LV� LQVWHDG��D� UHFRUG�RI�

KRZ�UHDO�UHVRXUFHV��H[SUHVVHG�LQ�PRQH\�WHUPV��ZLOO�EH�RU�KDYH�EHHQ�DOORFDWHG�
WR�GLIIHUHQW�DFWLYLWLHV��$�EXGJHW�UHFRUGV��IRU�H[DPSOH��D�VRFLHWL¶V�SUHIHUHQFH�IRU�
SHDFH�RYHU�ZDU��IRU�WKH�HOLPLQDWLRQ�RI�SRYHUW\�DQG�LOO�KHDOWK�DQG�WKH�WUDQVODWLRQ�
RI�SROLFLHV� �RXWSXWV�� LQWR� ILQDQFLDO� WHUPV��+HQFH� WR�D�SROLWLFDO� VFLHQWV�EXGJHWV�
DUH� D� XVHIXO� PHDQV� RI� VWXG\LQJ� SROLF\� IRUPDWLRQ�� 3HUKDSV� WKH� PRVW� FHQWUDO�
SROLWLFDO�SURFHVV�DIIHFWLQJ�WK�HSXEOLF�EXUHDXFUDF\�LV�WKH�EXGJHWDU\�SURFHVV���

7KH�EXGJHWDU\�SURFHVV�PD\�EH�WKH�DUHQD�LQ�ZKLFK�SROLWLFDO�RIILFLDO�FDQ�
GHPRQVWUDWH�WKHLU�SRZHU�DQG�WKHLU�FRQFHUQ�IRU�WKH�DYHUDJH�WD[SD\HU�E\�OLPLWLQJ�
WKH�DPRXQW�RI�PRQH\�DOORFDWHG�WR�WKH�SXEOLF�VHFWRU��DQG�HVSHFLDOO\� WR� WKH�OHVV�
SRSXODU� SURJUDPV� RI� JRYHUQPHQW� �-DFNVRQ�� ������ S����������$�PRUH� JHQHUDO�
DSSURDFK� WR� WKH� DQDO\VLV� RI� WKH� SROLWLFV� RI� EXGJHWWLQJ� LV� OLNHO\� WR� WDNH� LQWR�
DFFRXQW� WKH� LQWHUDFWLRQV� RI� EXGJHWLQJ� LV� OLNHO\� WR� WDNH� LQWR� DFFRXQW� WKH�
LQWHUDFWLRQV� RI� DOO� RI� WKH� DJHQWV� ZKR� SOD\� D� UROH� LQ� WKH� SURFHVV�� YRWHUV��
SROLWLFLDQV��SUHVVXUH�JURXSV�DQG�EXUHDXFUDWV���
� ����0DFUR�$OORFDWLRQ�

,QKHUHQW�LQ�WKH�SURFHVV�RI�EXGJHWLQJ�LV�WKH�SUREOHP�RI�WKH�DOORFDWLRQ�RI�
UHVRXUFHV�� DQG� WKH� ILUVW� IRUP� RI� DOORFDWLRQ� WKDW� PXVW� EH� FRQVLGHUHG� LV� WKH�
DOORFDWLRQ�EHWZHHQ�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�RI�WKH�HFRQRP\��*RYHUQPHQW�
PXVW�GHFLGH�MXVW�KRZ�PXFK�LW�LV�ZLOOLQJ�DQG�DEOH�WR�WD[�LWV�FLWL]HQV�LQ�RUGHU�WR�
SURYLGH� EHQHILWV� WKURXJK� SXEOLF� H[SHQGLWXUH�� 'HVSLWH� WKH� LPSRUWDQFH� RI� WKLV�
GHFLVLRQ� IRU� WKH� HFRQRPLF� PDQDJHPHQW� DQG� WKH� JHQHUDO� QDWXUH� RI� SXEOLF�
SURJUDPV� DQ� D� FRXQWU\�� WKHUH� DUH� VHYHUDO� IDFWRUV� WKDW� OLPLW� WKH� DELOLW\�
JRYHUQPHQWV�WR�PDNH�GHILQLWLYH�GHFLVLRQV�DERXW�WKH�³VL]H´�RI�JRYHUQPHQW��$QG�
DOVR�WKDW�PXVW�EH�DQDOL]HG�IRU�XQGHUVWDQGLQJ�KRZ�JRYHUQPHQWV�GHFLGH�WR�VSHQG�
PRQH\���
� ����0LFUR�$OORFDWLRQ�

,W� LV� DW� WKH� OHYHO� RI� PLFUR� DOORFDWLRQ� WKDW� WKH� PRVW� RI� WKH� SROLWLFV� RI�
EXGJHWDU\� RFFXUV�� ,W� LV� DW� WKLV� OHYHO� WKDW� WKH� SULRULWLHV� RI� LQGLYLGXDO� SROLWLFDO�
OHDGHUV� LQWHUDFW� WR�SURGXFH�DQ�DOORFDWLRQ�RI� UHVRXUFHV�ZLWKLQ�JRYHUQPHQW��7KH�
SXEOLF�EXGJHW�LQ�DQ\�PRGHUQ�VRFLHW\��WKHUH�LV�D�WHQGHQF\�WR�UHJDUG�EXGJHWLQJ�DV�
D�UDWLRQDO�SURFHVV�WKDW�SURGXFHV�DQ�DOORFDWLRQ�RI�UHVRXUFHV�WR�PDWFK�WKH�SROLF\�
UHIHUHQFHV�RI�WKH�SXEOLF�RU�DW�OHDVW�WKRVH�RI�WKHLU�HOHFWLYH�RIILFLDOV���0HOW]HU�DQG�
5LFKDUG��������S����������

�
� ��(IIÕFÕHQF\�2I�%XUHDXFUDF\�,Q�3XEOÕF�)ÕQDQFH�3ROÕF\�
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7KH�UDSLG�JURZWK� LQ� WKH� UHODWLYH�VL]H�RI� WKH�SXEOLF�VHFWRUV�RI�:HVWHUQ�
*RYHUQPHQWV� KDV� EURXJKW� DORQJ� ZLWK� LW� YRWHU¶V� GLVHQFKDQWPHQW� ZLWK�
JRYHUQPHQW��7KH�ILVFDO�FRQWDLQPHQW�PRYHPHQW�ZKLFK�GHPDQGV�UHVWUDLQWV�XSRQ�
JHYHUQPHQW�VSHQGLQJ�DQG�WD[DWLRQ�KDV�JDLQHG�SROLWLFDO�SRZHU�LQ�UHFHQW�\HDUV���

7KLV�LV�VHHQ�FOHDUO\�LQ�WKH�HOHFWLRQ�RI�WKH�0��7KHDWFKHU�DQG�5��5HDJDQ�
DGPLQLVWUDWLRQV� ZKLFK� FDPSDLJQHG� RQ� WKH� ILVFDO� FRQWDLQPHQW� WLFNHW�� $QG� WKH�
SURSRVLWLRQ����PRYHPHQW�LQ�&DOLIRUQLD�GXULQJ�-XQH�������)ROORZLQJ�WKH�YRWHU�
LQLDWLYH� ZKLFK� DPHQGHG� WKH� &DOLIRUQLD� VWDWH� FRQVWLWXWLRQ�� ��� RWKHU� $PHULFDQ�
VWDWHV�SDVVHG�VRPH�IRUP�RI�ILVFDO�OLPLWDWLRQ R ��

$Q� LPSRUWDQW� HOHPHQW� RI� WKH� ILVFDO� FRQWDLQPHQW� DUJXPHQW� LV� WKDW�
EXUHDXFUDF\�ZKLFK� KDV� JURZQ� RXW� RI� DOO� UHDVRQDEOH� SURSRUWLRQV� LV� LQKHUHQWO\�
LQHIILFLHQW��7KHUH�DUH� WRR�PDQ\�EXUHDXFUDWV�� WKH\�DUH�RYHUSDLG�� WKH\�HQMR\�MRE�
VHFXULW\�DQG�UHFHLYH�SHQVLRQ�ULJKWV�ZKLFK�DUH�PRUH�IDYRUDEOH�WKDQ�WKHLU�SULYDWH�
VHFWRU�FRXQWHUSDUWV���

7KH�LVVXH�RI�SXEOLF�VHFWRU�HIILFLHQF\�LV�QRWKLQJ�QHZ��,W�ZDV�&�1RUWFRWH�
3DUNLQVRQ� �-DFNVRQ�� ������ S������ ZKR� DGYRFDWHG� WKDW� EXUHDXFUDFLHV� DFKLHYH�
DQG�VXVWDLQ�WKHLU�KHLJKW�RI�DFWLYLW\��DQG�VL]H��ORQJ�DIWHU�WKH�SXUSRVH�IRU�ZKLFK�
WKH\�ZHUH�RULJLQDOO\�FUHDWHG�KDV�HLWKHU�FRQVLGHUDEOH�GLPLQLVKHG�RU�GLVDSSHDUHG��
�-DFNVRQ�� ������ S������7KHUH� LV� DOVR� WKH�PDFKLDYHOOLDQ�PRGHO�RI�EXUHDXFUDF\�
ZKLFK�KDV�EHHQ�SURSRVHG�E\�7XOORFN���������%XUHDXFUDF\�LV�GHVFULEHG�LQ�WHUPV�
RI�D�QXPEHU�RI�DJHQWV��WKH�FKLHI�RU�³VRYHUHLJQ´��WKH�SHHUV��FRXUWLHUV�DQG�EDURQV��
WKH� IROORZHUV�� VXERUGLQDWHV� DQG� LQIHULRUV�� ,Q� WKH� GUDPD� RI� EXUHDXFUDF\� WKH�
SULQFLSDO� REMHFWLYH� JRYHUQLQJ� LQGLYLGXDO�EHKDYLRXU� LV� WR�SOHDFH� WKH� VRYHUHLJQ��
2QH�RI�WKH�FRQFOXVLRQV�RI�7XOORFN¶V�SROLWLFDO�PRGHO�LV�WKDW���

0RGHUQ� GLVFXVVLRQ� RI� WKH� HIILFLHQF\� RI� SXEOLF� VHFWRU� EXUHDXFUDF\� LV��
KRZHYHU��SDUW�RI�DQ�ROGHU�DQG�EURDGHU�EDVHG�GHEDWH��QDPHO\�WKH�FRPSDULVRQ�RI�
WKH�UHODWLYH�HIILFLHQFLHV�RI�PDUNHW�RU�FHQWUDOO\�DGPLQLVWHUHG�SURYLVLRQ�RI�JRRGV�
LQ� DQ� HFRQRP\� WKH�GHEDWH�EHWZHHQ� VRFLDOLVW� DQG�FDSLWDOLVW� IRUPV�RI� HFRQRPLF�
RUJDQL]DWLRQ�DQG�EHWZHHQ�FHQWUDOLVHG�YHUVXV�GHFHQWUDOLVHG�SODQQLQJ��7KHUH�H[LVW�
LQHIILFLHQF\� DQG� ZDVWH� LQ� SXEOLF� VHFWRU� RUJDQL]DWLRQV�� LV� DQ� LQHVFDSDEOH� IDFW��
7KDW� SULYDWH� VHFWRU� RUJDQL]DWLRQV�� LV� DQ� LQHVFDSDEOH� IDFW�� � 7KDW� SULYDWH� VHFWRU�
RUJDQL]DWLRQV��EHFDXVH�RI�WKH�GLVFLSOLQH�LPSRVHG�XSRQ�WKHP�E\�WKH�PDUNHW�SODFH�
DUH� OHVV� LQHIILFLHQW� WKDQ�SXEOLF�EXUHDXFUDFLHV�� �6FKZDUWPDQ��������S����������
7KH� LGHD� WKDW� SULYDWH� VHFWRU� LQHIILFLHQF\� SDVVHG� RQ� LQ� KLJKHU� SULFHV� WR� WKH�

�����������������������������������������������������������S � )RU� PRUH� GHWDLO� VHH�� 5�� .XWWQHU� �������� (FRQRPLF� ,OOLVLRQ�� )DOVH� &KRLFHV� %HWZHHQ�
3URVSHULW\�DQG�6RFLDO�-XVWLFH��8QLYHUVLW\�RI�3HQVLOYDQLD�3UHVV��3KLODGHOSKLD���
�
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FRQVXPHU�� LV�PRUH� MXVWLILHG� WKDQ� SXEOLF� VHFWRU� LQHIILFLHQF\�� SDVVHG� RQ� KLJKHU�
WD[HV�LV�HTXDOO\�TXHVWLRQDEOH���

7KH�SXEOLF�VHFWRU�KDV�WZR�EURDGO\�GHILQHG�DOORFDWLYH�SUREOHPV�WR�VROYH��
)LUVW�� LW�KDV� WR�HQVXUH�WKDW�UHVRXUFHV�DOORFDWHG�WR�WKH�SURGXFWLRQ���SURYLVLRQ�RI�
SXEOLF� VHUYLFHV� FRXOG� QRW� KDYH� EHHQ� SXW� WR� EHWWHU� XVH� E\� SURGXFLQJ� SULYDWH�
VHFWRU�RXWSXWV��7KH�VHFRQG�SUREOHP�UHIHUV�WR�WKH�PL[�RI�JRRGV�ZLWKLQ�WKH�SXEOLF�
VHFWRU�LWVHOI��$OORFDWLYH�LQHIILFLHQF\�LQ�EXUHDXFUDF\�DULVHV�EHFDXVH�SXEOLF�VHFWRU�
GHFLVLRQV�DUH�DOO�HPEUDFLQJ��7KHUH�H[LVWV�D�GLVWULEXWLRQ�RI�YRWHU�SUHIHUHQFHV�IRU�
WD[HV�DQG�SXEOLF�VHFWRU�RXWSXWV�DURXQG�WKH�DFWXDO�GHFLVLRQ�RXWFRPH���

��&RQFOXGÕQJ�5HPDUNV�
,Q�WKLV�VWXG\�ZH�KDYH�WULHG�WR�H[SODLQ�VRPH�TXHVWLRQV�UHODWLQJ�WR�SXEOLF�

EXUHDXFUDF\� DQG� LWV� ILQDQFH� LQ� WKHRUDWLFDO� IUDPHZRUN�� %XUHDXFUDF\� KDV� EHHQ�
H[DPLQHG� DW� ILUVW� IURP� WKH� VRFLRORJLFDO� SRLQW� RI� YLHZ�E\�0�:HEHU�ZKR�KDYH�
XVHG�WKH�WHUP�RI�EXUHDXFUDF\�DV�³5DWLRQDO�(IILFLHQW�2UJDQL]DWLRQV´��+RZHYHU��
SROLWLFDO� VFLHQWLVWV� XVH� WKLV� WHUP� DV� DQ� LPSRUWDQW� JRYHUQPHQWDO� DGPLQLVWUDWLYH�
XQLW�DQG�HFRQRPLVWV�GHVFULEH�WKH�³EXUHDXFUDF\´�DV�QRQ�PDUNHW�RUJDQL]DWLRQV���

5HFHQWO\�� WKH�PDLQ�IHDWXUH�RI�FRQWHPSRUDU\�JRYHUQPHQW� LV� WKH�JURZWK�
RI�SXEOLF� VHFWRU��%XUHDXFUDF\�PHDQV�³FHQWUDOL]HG�DGPLQLVWUDWLRQ�RI�D�FRXQWU\��
WKURXJK�UHJXODUO\�JUDGHG�RIILFLDOV��6R��WKH�PRUH�SXEOLF�VHFWRU��HVSHFLDOO\�SXEOLF�
H[SHQGLWXUH��JURZV��WKH�PRUH�SXEOLF�EXUHDXFUDF\�H[SDQGV���

,Q� WKLV�VWXG\��ZH�FRQVLGHUHG�WKH�JURZWK�RI�SXEOLF�VHFWRU�LQ�WKH�FRQWH[W�
RI�JURZLQJ�H[SHQGLWXUHV�DV�PRVW�YLVLEOH�SRUWLRQV�RI�WKH�JRYHUQPHQWDO�DFWLYLW\��
7KHUH�KDV�EHHQ�VLJQLILFDQW�LQFUHDVHV�LQ�SXEOLF�H[SHQGLWXUHV�LQ�DOO�RYHU�WKH�ZRUOG�
GXULQJ� WKH� SRVW�ZDU� SHULRG�� 7KHUH� LV� QR� VLQJOH� FDXVH� IRU� WKH� JURZWK� RI� WKH�
JRYHUQPHQW��DQG�PRUH�LPSRUWDQW�LQVWLWXWLRQ�LQ�SXEOLF�VHFWRU��$FFRUGLQJ�WR�VRPH�
SXEOLF�FKRLFH�HFRQRPLVWV��WKH�SXEOLF�EXUHDXFUDF\�LV�D�FDXVH�RI�JURZWK�RI�SXEOLF�
H[SHQGLWXUH�DQG�RI�JRYHUQPHQW���

g=(7�
���� \�]\ÕOÕQ� LNLQFL� \DUÕVÕQGD� ELUoRN� �ONH� HNRQRPLVL�� |]HOOLNOH� %DWÕ�

HNRQRPLOHULQGH� VDYDúÕQ� \RODoWÕ÷Õ� WDKULEDWÕQ� JLGHULOPHVL� YH� HNRQRPLGH�
GHQJHOHULQ� NXUXODELOPHVL� LoLQ� NDPX� VHNW|U�� IDDOL\HWOHUL� YH� EHUDEHULQGH� NDPX�
KDUFDPDODUÕ� DUWPD� H÷LOLPLQH� JLUPLúWLU�� $QFDN� ����¶OHUH� JHOLQGL÷LQGH� LON� GHID�
NDPX� VHNW|U�Q�Q� HNRQRPLGHNL� \HUL� WDUWÕúÕOPÕú� YH� EXQXQ� QHGHQOHUL� �]HULQGH�
DUDúWÕUPDODU� EDúODPÕúWÕU�� %�URNUDVL�� EX� DUDúWÕUPDODUGD� |QHPOL� ELU� \HUH� VDKLS�
ROPXú� YH� NDPX� VHNW|U�Q�Q� YH� KDUFDPDODUÕQÕQ� JHQLúOHPHVLQGH� |QHPOL� ELU� URO�
R\QDGÕ÷Õ�RUWD\D�oÕNPÕúWÕU���
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$/%52:��$����������%XUHDXFUDF\��/RQGRQ��0DF�0LOOLDQ��
%(&.(5��$����������4XDQJRV�LQ�%ULWDLQ��/RQGRQ��0DF�0LOOLDQ��
%((7+$0�� '���������� %XUHDXFUDF\�� � 0LOWRQ� .H\QHV�� (QJODQG�� 2SHQ�

8QLYHUVLW\�3UHVV��
%ø(5+$5,=/�(�-�� �������� ³8VHU� &KDUJHV�� :LOOLDP� 1LVNDQHQ´�� $WODQWLF�

(FRQRPLF�-RXUQDO��-XQ��9RO�����,VVXH����
%26721�-��-�0$57,1��-�3$//27�� DQG� 3�:$/6+��������� 3XEOLF�

0DQDJHPHQW�� 7KH� 1HZ� =HDODQG� 0RGHO�� $XFNODQG�� 1HZ�
=HDODQG�2[IRUG�8QLYHUVLW\�3UHVV��

�%8&+$1$1�� -�0��*�� 78//2&.�� �������� 7KH� 7KHRU\� RI� 3XEOLF� &KRLFH� ,��
8QLYHUVLW\�RI�0LFKLJDQ��

%8&+$1$1�� -�0�� �� 0�� )/2:(56� �������� 3XEOLF� )LQDQFH�� 5LFKDUG�� '��
,UZLQ��,QF��

'2:16��$�����������,QVLGH�%XUHDXFUDF\��/LWWOH�%URZQ�&R���
(''<�� :�� %��� �������� 3XEOLF� 2UJDQL]DWLRQV� %KDYLRXU� DQG� 'HYHORSPHQW��

)RXQGDWLRQV�RI�3XEOLF�0DQDJHPHQW�6HUYLFHV��/LWWOH�%URZQ��%RVWRQ��
*28/'1(5�� $�:��� �������� �0HWDSK\VLFDO� 3DWKRV� DQG� WKH� 7KHRU\� RI�

%XUHDXFUDF\��$PHULFDQ�3ROLWLFDO�6FLHQFH�5HYLHZ������
-$&.621��3�0����������7KH�3ROLWLFDO�(FRQRP\�RI�%XUHDXFUDF\��3KLOLS�$ODQ�

3XEOLVKHUV�/LPLWHG��*UHDW�%ULWDLQ���
.8771(5��5��� ��������(FRQRPLF�,OOLVLRQ��)DOVH�&KRLFHV�%HWZHHQ�3URVSHULW\�

DQG�6RFLDO�-XVWLFH��8QLYHUVLW\�RI�3HQVLOYDQLD�3UHVV��3KLODGHOSKLD��
.$77/��'�����������*RYHUQPHQW�%\�3URY\��:DVKLQJWRQ�'�&��&/6�3UHVV��
/$1(��-�(��� ��������%XUHDXFUDF\�DQG�3XEOLF�&KRLFH��0RGHUQ�3ROLWLFV�6HULHV��

9��/RQGRQ���
0&/($1��/�����������3XEOLF�&KRLFH��$Q�,QWURGXFWLRQ��%DVLO�0DFKZHOO��
0(/7=(5�� $�� 5ø&+$5'�� 6��� �������� ³:K\� *RYHUQPHQW� *URZV� LQ� D�

'HPRFUDF\´��7KH�3XEOLF�,QWHUHVW��9RO�����
0(<(5�� 0�� �������� /LPLWV� RI� %XUHDXFUDWLF� *URZWK�� :DOWHU� GH� *UH\WHU��

1HZ\RUN��
1,6.$1(1�� :��� %XUHDXFUDF\� DQG� 5HSUHVDQWDWLYH� *RYHUQPHQW�� $OGLQH��

&KLFDJR��������
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1,6.$1(1�� :��� �������� ³%XUHDXFUDF\�� 6HUYDQW� RU� 0DVWHU"� ³� +REDUW�
3DSHUEDFNV�,QVWÕWXWH�RI�(FRQRPLF�$IIDLUV��/RQGRQ���

3871$0�� 5�5�/(21$5',��5�<�1$1(77,���������� 0DNLQJ� 'HPRFUDF\�
:RUN�� &LYLF� 7UDGLWLRQV� LQ� 0RGHUQ� ,WDO\�� 3ULQFHWRQ�� 1-�� 3ULQFHWRQ�
8QLYHUVLW\�3UHVV��

3871$0��5��� �������³%RZOLQJ�$ORQH��$PHULFD¶V�'HFOLQLQJ�6RFLDO�&DSLWDO´��
-RXUQDO�RI�'HPRFUDF\��9RO����

3871$0�� 5���������� ³7KH� 6WUDQJH� 'LVDSSHULDQFH� RI� &LYLF� $PHULFD´�� 7KH�
$PHULFDQ�3URVSHFW��9RO������

6&+:$570$1��3���������³&RPSDWLWLRQ�DQG�(IILFLHQF\´��-RXUQDO�RI�3ROLWLFDO�
(FRQRP\��9RO����

60,7+�� %�&����������%XUHDXFUDF\� DQG� 3ROLWLFDO� 3RZHUV��:KHDWVKHDI� %RRNV��
*UHDW�%ULWDLQ��

625(16(1�� 5�-���������� �%XUHDXFUDWLF�'HFLVLRQ�0DNLQJ� DQG� WKH� *URZWK� RI�
3XEOLF� ([SHQGLWXUH��� LQ� -DQ� (ULF� /DQH�� %XUHDXFUDF\� DQG� 3XEOLF�
&KRLFH��0RGHUQ�3ROWLFV�6HULHV��9��/RQGRQ��

78//2&.�� *���������� 7KH� 3ROLWLFV� RI� %XUHDXFUDF\�� 3XEOLF� $IIDLUV� 3UHVV��
:DVKLQJWRQ�'�&��

78//2&.�� *���������� 7KH� 3ROLWLFV� RI� %XUHDXFUDF\�� 8QLYHUVLW\� 3UHVV� RI�
$PHULFD���

:,/'$:6.<�� $��� �������� 7KH� 3ROLWLFV� RI� WKH� %XGJHWDU\� 3URFHVV�� /LWWOH�
%URZQ�DQG�&R���

:,/'$:6.<��$��� �������� ³%XGJHWLQJ� DV� D� 3ROLWLFDO� 3URFHVV��� ,QWHUQDWLRQDO�
(QF\FORSDGLD�RI�WKH�6RFLDO�6FLHQFHV��&ROOLHV�0DF0LOOLDQ��

:$5:,&.��'����������$�7KHRU\�RI�3XEOLF�%XUHDXFUDF\��+DUZDUG�8QLYHUVLW\�
3UHVV��/RQGRQ��
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