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818�:RUOG�,QVWLWXWH�IRU
'HYHORSPHQW�(FRQRPLFV�5HVHDUFK
�818�:,'(5�

:RUNLQJ�3DSHUV�1R�����

'HYHORSPHQW�'LVFRQWLQXLWLHV
/HDGHUV�DQG�,QWHUPHGLDULHV�LQ�3URGXFHUV
�$VVRFLDWLRQV

7LWR�%LDQFKL

2FWREHU�����

7KLV� VWXG\� KDV� EHHQ� SUHSDUHG�ZLWKLQ� WKH�818�:,'(5� SURMHFW� RQ� ,QVWLWXWLRQV
DQG�'HYHORSPHQW��ZKLFK� LV� FR�GLUHFWHG� E\� -XGLWK�+H\HU�� )UDQFHV� 6WHZDUW� DQG
5RVHPDU\�7KRUS�

818�:,'(5�JUDWHIXOO\�DFNQRZOHGJHV�WKH�ILQDQFLDO�FRQWULEXWLRQV�WR�WKH�SURMHFW
E\�WKH�*RYHUQPHQW�RI�'HQPDUN��5R\DO�'DQLVK�0LQLVWU\�RI�)RUHLJQ�$IIDLUV��DQG
WKH� *RYHUQPHQW� RI� 6ZHGHQ� �6ZHGLVK� ,QWHUQDWLRQDO� 'HYHORSPHQW� &RRSHUDWLRQ
$JHQF\���6LGD��

7LWR� %LDQFKL� LV� DIILOLDWHG� ZLWK� 0DVVDFKXVHWWV� ,QVWLWXWH� RI� 7HFKQRORJ\�
'HSDUWPHQW�RI�8UEDQ�6WXGLHV�DQG�3ODQQLQJ�
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818�:RUOG�,QVWLWXWH�IRU�'HYHORSPHQW�(FRQRPLFV�5HVHDUFK��818�:,'(5�
$�UHVHDUFK�DQG�WUDLQLQJ�FHQWUH�RI�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\

7KH�%RDUG�RI�818�:,'(5

1RUD�/XVWLJ
+DUULV�0XWLR�0XOH
6\OYLD�2VWU\
-XNND�3HNNDULQHQ��9LFH�&KDLUSHUVRQ
*HRUJH�9DVVLOLRX��&KDLUSHUVRQ
5XEHQ�<HYVWLJQH\HY
0DVDUX�<RVKLWRPL

([�2IILFLR

+DQV�-��$��YDQ�*LQNHO��5HFWRU�RI�818
*LRYDQQL�$QGUHD�&RUQLD��'LUHFWRU�RI�818�:,'(5

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

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

&RS\ULJKW���818�:,'(5�����

&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�/RUUDLQH�7HOIHU�7DLYDLQHQ�DW�818�:,'(5
3ULQWHG�DW�3LNDSDLQR�3DDWHODLQHQ��+HOVLQNL

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�SXEOLFDWLRQ�DUH�WKRVH�RI�WKH�DXWKRU�V���3XEOLFDWLRQ�GRHV�QRW�LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\�RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1�������������;��LQWHUQHW�SXEOLFDWLRQ�
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��� 7KH�FRQVRUWLXP�RI�EXIIDOR�PR]]DUHOOD�SURGXFHUV�LQ�VRXWKHUQ�,WDO\ �
��� 6XFFHVVIXO�SURGXFHU�JURXSV�LQ�QRUWKHDVW�%UD]LO �

,,, +2:�','�,7�$//�67$57" ��

��� 0DUNHWLQJ�LQWHUPHGLDULHV ��
��� /HYHUDJLQJ�WKH�OHDGHUV ��
��� +RPRJHQHLW\�RI�LQWHUHVWV��H[FOXVLRQDU\�SROLFLHV��DQWDJRQLVWLF

LGHRORJ\ ��
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7DEOH�� &RQVRU]LR�0R]]DUHOOD�GL�%XIDOD�&DPSDQD�
PHPEHUVKLS�WUHQGV������� �

7DEOH�� &RQVRU]LR�0R]]DUHOOD�GL�%XIDOD��VDPSOHV�FROOHFWHG�DQG
DQDO\VHG��DQG�H[SXOVLRQV �
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,�DP�JUDWHIXO�WR� WKH�%DQN�RI� WKH�1RUWKHDVW�RI�%UD]LO� IRU�VXSSRUWLQJ�ILQDQFLDOO\
P\�ILHOG�UHVHDUFK��DV�SDUW�RI�D� MRLQW�UHVHDUFK�SURMHFW�ZLWK�0,7��ZKLFK�ZDV�FR�
RUGLQDWHG�E\�3URIHVVRUV�-XGLWK�7HQGOHU�DQG�5LFKDUG�/RFNH��)RU�WKH�,WDOLDQ�SDUW
RI� WKLV� UHVHDUFK� ,�KDYH� UHFHLYHG�KHOS� IURP�5HJLQD�$EDJQDOH��/XFD�0HOGROHVL�
DQG� 9LQFHQ]R� 2OLYLHUR�� 6DEULQD� 'H� &DUOR�� -XGLWK� +H\HU�� $QX� -RVKL�� 0DUFR
0DJUDVVL�� +XEHUW� 6FKPLW]�� DQG� 5RVHPDU\� 7KRUS� KDYH� JLYHQ� PH� FRQVWUXFWLYH
IHHGEDFN�RQ�HDUOLHU�YHUVLRQV�RI�WKLV�SDSHU��,�DOVR�WKDQN�DOO�WKH�SDUWLFLSDQWV�WR�WKH
818�:,'(5�VHPLQDU�RQ�,QVWLWXWLRQV�DQG�'HYHORSPHQW��KHOG�LQ�+HOVLQNL�RQ����
���6HSWHPEHU�������ZKHUH�,�ILUVW�SUHVHQWHG�WKLV�SDSHU�
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7KH� GHYHORSPHQW� OLWHUDWXUH� FRQVLGHUV� DVVRFLDWLRQV� DQ� LPSRUWDQW� HFRQRPLF
GHYHORSPHQW� WRRO� WKDW� DOORZV� SURGXFHUV� WR� SXUVXH� WKHLU� HFRQRPLF� ZHOIDUH
FROOHFWLYHO\� DQG� WKURXJK� SDUWLFLSDWRU\� PHDQV�� 7KLV� SDSHU� FRPSDUDWLYHO\
DQDO\VHV� WKH� H[SHULHQFH� RI� WKUHH� DVVRFLDWLRQV� RI� DJULFXOWXUDO� SURGXFHUV� LQ� WKH
XQGHUGHYHORSHG� UHJLRQV� RI� %UD]LO� DQG� ,WDO\� WKDW� ZHUH� VXFFHVVIXO� LQ� WKLV
HFRQRPLF� GHYHORSPHQW� WDVN�� 7KHLU� H[SHULHQFH�� KRZHYHU�� FKDOOHQJHV� D
FRPPRQO\�KHOG�YLHZ�DERXW�WKH�SDUWLFLSDWRU\�QDWXUH�RI�DVVRFLDWLRQV�

7KH�PDLQ�H[SODQDWLRQ�IRU�WKH�VXFFHVV�RI�WKHVH�DVVRFLDWLRQV�LV�WKDW� WKH\�RFFXS\
UHODWLYHO\� KLJK�SURILW� PDUNHW� QLFKHV�� FKDUDFWHUL]HG� E\� OLPLWHG� FRPSHWLWLRQ�
+RZHYHU��PRVW�RI�WKHLU�PHPEHUV�ZRXOG�QHYHU�KDYH�EHHQ�DEOH�E\�WKHPVHOYHV�WR
LGHQWLI\� DQG� DFFHVV� WKHVH� SURILWDEOH� PDUNHWV�� 7KH� DVVRFLDWLRQV� RZH� WKHLU
FRPPHUFLDO� VXFFHVV� WR� H[WHUQDO� DJHQWV� OLNH�1*2V�� FRQVXOWDQWV�� DQG�PDUNHWLQJ
LQWHUPHGLDULHV��RU� WR�G\QDPLF�DQG�HGXFDWHG�JURXS� OHDGHUV��7KHVH�GHYHORSPHQW
DJHQWV�� EHLQJ� OHVV� HPEHGGHG� WKDQ� WKH� DYHUDJH� SURGXFHUV� LQ� FXOWXUDOO\� LVRODWHG
HFRQRPLF� V\VWHPV�� KDYH� EHHQ� DEOH� WR� LGHQWLI\� LQ� VRPH� FDVHV�� RU� FRQVWUXFW� LQ
RWKHUV�� WKHVH� OXFUDWLYH� PDUNHWLQJ� RSSRUWXQLWLHV� RI� ZKLFK� WKH� JURXS� PHPEHUV
ZHUH�XQDZDUH�

6XFK�D�GHYHORSPHQW�VHTXHQFH�WKDW�OHYHUDJHV�WKH�NQRZOHGJH�DQG�FRQQHFWLRQV�RI
FHUWDLQ� LQGLYLGXDOV� WR� EXLOG� D� GLVFRQWLQXLW\� ZLWK� WKH� SUHVHQW� VWDWH� RI
XQGHUGHYHORSPHQW� RI� SURGXFHUV� PD\� DSSHDU� LQ� FRQIOLFW� ZLWK� WKH� SULQFLSOH� RI
KRPRJHQHLW\� RI� JURXS� LQWHUHVWV� DQG� YDOXHV�� ,Q� IDFW�� WKLV� LV� QRW� WKH� FDVH�
KRPRJHQHLW\�RI�PHPEHUVKLS�DQG�DXWRQRP\�RI�OHDGHUVKLS�PD\�JR�KDQG�LQ�KDQG�
7KH� KRPRJHQHLW\� RI� LQWHUHVWV� DQG� WKH� VWURQJ� FROOHFWLYH� LGHQWLW\� RI� WKHVH
DVVRFLDWLRQV�DOORZHG�WKHP�WR�JUDQW�WR�WKHLU�OHDGHUV�HQRXJK�DXWRQRP\�RI�GHFLVLRQ
WR� SXUVXH� GHYHORSPHQW� VWUDWHJLHV� WKDW� PRVW� RI� WKHLU� PHPEHUV� GLG� QRW� IXOO\
HQGRUVH�
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7KLV�SDSHU�DVNV�XQGHU�ZKDW�FRQGLWLRQV�DUH�RUJDQL]DWLRQV�RI�SURGXFHUV�HIIHFWLYH
WRROV�WR�SURPRWH�WKH�HFRQRPLF�GHYHORSPHQW�RI�UHODWLYHO\�SRRU�DUHDV��7KH�WKHRU\
RI� SURGXFHUV
� FR�RSHUDWLRQ�� LQ� LWV�PRVW� VLPSOLVWLF� IRUP�� VD\V� WKDW� LQGHSHQGHQW
SURGXFWLRQ�XQLWV��E\�FROODERUDWLQJ��ZLOO�UHDFK�SURGXFWLRQ�OHYHOV�KLJK�HQRXJK�WR
DFFHVV�ODUJHU�PDUNHWV��RQ�ZKLFK�WKH\�ZLOO�EH�DEOH�WR�FRPSHWH�WKURXJK�UHGXFHG
SURGXFWLRQ�FRVWV��7KH\�ZLOO�DOVR�EH�DEOH�WR�SOD\�RQ�HYHQ�JURXQG�LQ�FUHGLW�DQG
LQSXW� PDUNHWV�� %HVLGHV� WKHVH� VWULFWO\� HFRQRPLF� DGYDQWDJHV�� FR�RSHUDWLQJ
SURGXFHUV�EHFRPH�PRUH�SRZHUIXO�SROLWLFDO�SOD\HUV�DW�WKH�ORFDO�OHYHO��)RU�VPDOO�
VFDOH�SURGXFHUV��FR�RSHUDWLYH�RUJDQL]DWLRQ�UHSUHVHQWV�D�ZD\�RI�RYHUFRPLQJ�WKH
FRQVWUDLQWV� UHSUHVHQWHG� E\� WKHLU� VPDOO� VL]H�� DQG� RI� WDNLQJ� FRQWURO� RI� WKHLU
GHVWLQ\�

+RZHYHU��ZKLOH� WKH� WKHRU\� RI� FR�RSHUDWLRQ� DSSHDUV� FRQYLQFLQJ�� WKH� UHFRUG� RI
VXFFHVV� RI� FR�RSHUDWLYH� LQVWLWXWLRQV� LQ� GHYHORSLQJ� FRXQWULHV� LV� YHU\� OLPLWHG�
(PSLULFDO� UHVHDUFK� KDV� VKRZQ� WKDW� WKH� SURFHVV� E\� ZKLFK� RUJDQL]DWLRQV� RI
SURGXFHUV� EHFRPH� FRPSHWLWLYH� LQ� ODUJHU�PDUNHWV� LV�GLIILFXOW� LQ�SUDFWLFH� �)DOV�
%RUGD� HW� DO�������� 7KLV� ODFN� RI� VXFFHVV� LV� XVXDOO\� DWWULEXWHG� WR� WKH� IDLOXUH� RI
HFRQRPLF�DJHQWV�LQ�GHYHORSLQJ�FRXQWULHV�WR�FR�RSHUDWH��7KH�TXHVWLRQ�RQ�ZKLFK
WRGD\
V�OLWHUDWXUH�IRFXVHV�LV�ZK\��LQ�WKH�SUHVHQFH�RI�FOHDU�WKHRUHWLFDO�DGYDQWDJHV�
HFRQRPLF�DJHQWV�GHFLGH�QRW�WR�FR�RSHUDWH�

,Q� FRQWUDVW�� WKLV� SDSHU� DGGUHVVHV� WKH� TXHVWLRQ� RI� HFRQRPLF� GHYHORSPHQW�� E\
DQDO\VLQJ� WKH� H[SHULHQFH� RI� JURXSV� RI� SURGXFHUV� LQ� UHODWLYHO\� GLVDGYDQWDJHG
DUHDV� WKDW� KDYH� PDGH� VLJQLILFDQW� HFRQRPLF� SURJUHVV� WKURXJK� FR�RSHUDWLRQ�� ,W
LPSOLFLWO\�DGRSWV�D�YLHZ�RI�WKH�GHYHORSPHQW�SURFHVV�LQ�ZKLFK�HVWDEOLVKLQJ�DQG
HQIRUFLQJ� FR�RSHUDWLYH� EHKDYLRXU� LV� RQO\� RQH� DPRQJ� WKH�PDQ\� SUREOHPV� WKDW
SURGXFHU� JURXSV� KDYH� WR� IDFH�� 7KH� SUREOHP� RI� FR�RSHUDWLYH� EHKDYLRXU
UHSUHVHQWV� RQO\� RQH� RI� WKH� KXUGOHV�ZKLFK� SURGXFHUV� IDFH� RQ� WKH� GHYHORSPHQW
SDWK�� D�SDWK� WKDW� UHTXLUHV�� DPRQJ�RWKHU� WKLQJV�� WKH� OHDUQLQJ�RI� QHZ� VNLOOV� DQG
UXOHV� RI� WKH� WUDGH�� PRGHUQ� SURGXFWLRQ� WHFKQLTXHV�� QHZ� ZRUNLQJ� DQG� VDYLQJ
KDELWV��,Q�WKLV�PRUH�FRPSOH[�YLHZ�RI�WKH�ZRUOG��WKH�HPSLULFDO�ILQGLQJ�WKDW�PDQ\
FROOHFWLYH� LQLWLDWLYHV� RI� SURGXFHUV� DUH� XQGHU� VWUHVV�� DQG� LQ� SUDFWLFH� SHUIRUP
PXFK�ZRUVH� WKHQ�H[SHFWHG�� LV�PXFK� OHVV� VXUSULVLQJ� WKDQ� IRU�QHZ� LQVWLWXWLRQDO
HFRQRPLFV��%UDYHUPDQ�HW�DO��������2VRULR�������

:KDW� PDNHV� SURGXFHU� DVVRFLDWLRQV� VXFFHHG� RU� IDLO"� 7KHUH� DUH� WZR� PDLQ
H[SODQDWLRQV� LQ� WKH� GHYHORSPHQW� OLWHUDWXUH�� �L�� HFRQRPLF� LQFHQWLYHV� DQG� �LL�
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PHPEHUV
� SDUWLFLSDWLRQ�� 7KH� ILUVW� LV� EDVHG� PDLQO\� RQ� WKH� PDWHULDO� DVSHFWV� RI
FROOHFWLYH�DFWLRQ��FRVWV��UHZDUGV��DQG�SHQDOWLHV��$FFRUGLQJ�WR�WKLV�YLHZ��JURXSV
FDQ� VXFFHVVIXOO\� SXUVXH� HFRQRPLF� GHYHORSPHQW� JRDOV� LI� WKH\� GHYLVH� HIIHFWLYH
LQVWLWXWLRQDO� DUUDQJHPHQWV�� WKDW� FRUUHFWO\� VWUXFWXUH� WKH� LQGLYLGXDO� LQFHQWLYHV
IDFHG�E\�JURXS�PHPEHUV��DQG�HTXLWDEO\�GLVWULEXWH�WKH�FRVWV��.HQZRUWK\�������

$� VHSDUDWH� IDFWRU� LGHQWLILHG� LQ� WKH� OLWHUDWXUH� DV� FRQWULEXWLQJ� WR� VXFFHVV�� DQG
PRUH� GRPLQDQW� LQ� WKH� GLVFRXUVH� RQ� FRQFUHWH� GHYHORSPHQW� SURMHFWV�� LV
SDUWLFLSDWLRQ�� $FFRUGLQJ� WR� WKLV� YLHZ� PDQ\� FROOHFWLYH� LQLWLDWLYHV� KDYH� IDLOHG
HLWKHU�EHFDXVH� WKH\�KDYH�VXSHULPSRVHG�RQ� ORFDO�FRPPXQLWLHV�ZHVWHUQ�PRGHOV
RI�LQWHUDFWLRQ��$WWZRRG�HW�DO���������RU�EHFDXVH�WKH\�KDYH�EHHQ�GRPLQDWHG�E\
ORFDO� pOLWHV�� 7KHVH� SUREOHPV� ZRXOG� EH� DYRLGHG� LI� PHPEHUV�� LQ� WKLV� FDVH
SURGXFHUV��ZHUH�DEOH�WR�SDUWLFLSDWH�PRUH�DFWLYHO\�LQ�FROOHFWLYH�RUJDQL]DWLRQV�

7KH�FDVHV�DQDO\VHG�KHUH�FRQILUP�WKH�VRPHZKDW�REYLRXV�DVVXPSWLRQ�WKDW�JURXSV
HQJDJHG� LQ� HFRQRPLF� DFWLYLWLHV� FKDUDFWHUL]HG� E\� KLJK� HFRQRPLF� UHWXUQV� DUH
PRUH� OLNHO\� WR� EH� VXFFHVVIXO� RQ� DOO� GLPHQVLRQV� RI� JURXS� GHYHORSPHQW� �:DGH
������� $OO� WKH� JURXSV� DQDO\VHG� LQ� WKLV� SDSHU� RZH� SDUW� RI� WKHLU� XQXVXDOO\
VXFFHVVIXO� HFRQRPLF� UHVXOWV� WR� WKH� VXSHU�SURILWV� WKH\� DUH� DEOH� WR� H[WUDFW� IURP
VLWXDWLRQV�RI�PDUNHWLQJ�DGYDQWDJH��7KH�ERG\�RI�WKH�SDSHU�LV�ODUJHO\�DQ�DWWHPSW
WR�XQGHUVWDQG�WKH�FRQGLWLRQV�WKDW�DOORZHG�WKH�SURGXFHUV�WR�ILQG��LQ�VRPH�FDVHV��
RU�WR�FRQVWUXFW��LQ�RWKHUV���KLJK�SURILW�SURGXFW�QLFKHV��7KHVH�FRQGLWLRQV�DUH�QRW
DOZD\V�WKH�VDPH��DQG�DUH�VRPHWLPHV�LQ�FRQIOLFW�ZLWK�HDFK�RWKHU��RU�ZLWK�ZLGHO\
VKDUHG�YDOXHV�DQG�JRDOV�RI�WKH�GHYHORSPHQW�FRPPXQLW\�

7KH� LVVXH� RI� PHPEHUV
� SDUWLFLSDWLRQ� EHFRPHV� UHOHYDQW� KHUH�� $GYDQWDJHRXV
PDUNHWLQJ�SRVLWLRQV�ZHUH�QRW�DOO�WKH�UHVXOW�RI�WKH�JURXS
V�RZQ�VWUXJJOH�IRU�EHWWHU
WHUPV� RI� WUDGH�� DV� WKH� IDVKLRQDEOH� LPDJH� RI� WKH� 
SDUWLFLSDQW
� GHYHORSPHQW
SURFHVV� ZRXOG� OHDG� XV� WR� H[SHFW�� 0DUNHWLQJ� LQWHUPHGLDULHV� DQG� RWKHU� DJHQWV
H[WHUQDO� WR� WKH� JURXSV� SOD\HG� D� IXQGDPHQWDO� UROH� LQ� RSHQLQJ� XS� WKH
RSSRUWXQLWLHV�IRU�FRPPHUFLDO�VXFFHVV��,Q�VRPH�FDVHV�RXWVLGHUV�RIIHUHG�DFFHVV�WR
SUHIHUHQWLDO� PDUNHW� FKDQQHOV� WR� JURXSV� WKDW� KDG� QR� NQRZOHGJH� RI� WKHVH
RSSRUWXQLWLHV��,Q�WKH�FDVHV�LQ�ZKLFK�SURGXFHUV�WKHPVHOYHV�SOD\HG�DQ�DFWLYH�SDUW
LQ� WKHLU� RZQ� FRPPHUFLDO� VXFFHVV� WKH� LQLWLDWLYH� IRU� VXFK� GHYHORSPHQWV� FDPH
IURP�D�PLQRULW\�ZLWKLQ�WKH�JURXS�

:KLOH� WKH� VRFLDO� DQG� HFRQRPLF� KRPRJHQHLW\� RI� JURXSV� ZDV� IRXQG� WR� EH� DQ
LPSRUWDQW�LQJUHGLHQW�RI�IUXLWIXO�FROOHFWLYH�DFWLRQ��VR�ZDV�WKHLU�DELOLW\�WR�JUDQW�WR
WKHLU� PRVW� G\QDPLF� OHDGHUV� DXWRQRP\� WR� SXUVXH� KLJK�SURILW� GHYHORSPHQW
VWUDWHJLHV�� 2XWVLGH� WKH� VW\OL]HG� ZRUOG� RI� WKHRUHWLFDO� QHR�LQVWLWXWLRQDOLVP�� WKH
H[SHFWHG� SD\RIIV� RI� FR�RSHUDWLRQ� DUH� KDUGO\� YLVLEOH� LQ� DGYDQFH� WR� JURXS
PHPEHUV� EHFDXVH� WKH\� DUH� FRPSOHWHO\� LPPHUVHG� LQ� WKH� ORFDO� UHDOLW\�� $Q
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LPSRUWDQW� LQJUHGLHQW� RI� HFRQRPLF� VXFFHVV� LV� WKH� DELOLW\� RI� JURXSV� WR� OHYHUDJH
WKH� FDSDFLWLHV� DQG� FRQQHFWLRQV� RI� OHDGHUV�� DQG� WR� DOORZ� WKHP� DXWRQRP\� RI
PDQDJHPHQW��$W� WKH�VDPH�WLPH�� LW� LV�FUXFLDO� WKDW� IDFWRUV�FRQWULEXWLQJ� WR�VRFLDO
DQG�HFRQRPLF�KRPRJHQHLW\��VXFK�DV�WKH�FOHDU�LGHQWLILFDWLRQ�RI�WKH�JURXS�ZLWK�D
SDUWLFXODU�SURGXFW�RU�D�SDUWLFXODU�VRFLDO�VWUXJJOH��KHOS�WKHP�VWLFN�WRJHWKHU�ZKHQ
WKH�VWULFWO\�HFRQRPLF�UHZDUGV�RI�FR�RSHUDWLRQ�WHPSRUDULO\�GLVDSSHDU�

7KH�SDSHU�GUDZV�RQ�UHVHDUFK�FRQGXFWHG�DPRQJ�JURXSV�RI�SURGXFHUV�SURFHVVLQJ
DQG� PDUNHWLQJ� DJULFXOWXUDO� SURGXFWV� FROOHFWLYHO\� LQ� VRXWKHUQ� ,WDO\� DQG� LQ
QRUWKHDVW�%UD]LO���7KH�WZR�UHJLRQV�VKDUH�WKH�FRPPRQ�UHSXWDWLRQ�RI�EHLQJ�DUHDV
LQ�ZKLFK�HFRQRPLF� DJHQWV�KDYH�YHU\� OLWWOH�QDWXUDO� RU� WUDGLWLRQDO� SURSHQVLW\� WR
FR�RSHUDWH��7KH\�DOVR�KDYH�LQ�FRPPRQ�WKH�IDFW�RI�EHLQJ�XQGHUGHYHORSHG�VXE�
VHFWLRQV�RI�PRUH�DGYDQFHG�FRXQWULHV��6RFLDO�VFLHQWLVWV�KDYH�DUJXHG�ZLWK�UHVSHFW
WR�ERWK�FDVHV�WKDW�WKH�OLPLWHG�HIIHFWLYHQHVV�RI�WKH�PDQ\�HFRQRPLF�GHYHORSPHQW
SURJUDPPHV�WDUJHWHG�DW�WKHVH�UHJLRQV�KDV�GHSHQGHG��DPRQJ�RWKHU�WKLQJV��RQ�WKH
ORFDO� DQWL�FR�RSHUDWLYH� DWWLWXGH�� DQG� RQ� D� WUDGLWLRQDO� YHUWLFDO� VWUXFWXUH� RI
HFRQRPLF�DQG�VRFLDO�UHODWLRQV��3XWQDP�������$OP\�������

7KH� UHVHDUFK� ORRNHG� DW� JURXSV� RI� SURGXFHUV� LQ� WKH� WZR� UHJLRQV�� WU\LQJ� WR
XQGHUVWDQG�ZK\�VRPH�RI� WKHP�ZHUH�DEOH� WR�DFKLHYH�HFRQRPLF�UHVXOWV� WKURXJK
FROOHFWLYH� DFWLRQ�� ZKLOH� RWKHUV� ZHUH� QRW� �%LDQFKL� ������� ,Q� VRXWKHUQ� ,WDO\
EXIIDOR� PLON� PR]]DUHOOD� FKHHVH� SURGXFHUV� FUHDWHG� D� FRQVRUWLXP� LQ� ����� WR
SURWHFW�DQG�SURPRWH�WKHLU�SURGXFW��7KH�FRQVRUWLXP�FRQWULEXWHG�VXEVWDQWLDOO\�WR
WKH� UHSXWDWLRQ� DQG� SURILWDELOLW\� RI� WKH� LQGXVWU\�� 7RPDWR� SURFHVVLQJ� ILUPV�� LQ
FRQWUDVW�� IDFLQJ� D� VHW� RI� LQFHQWLYHV� WKDW� DSSHDUHG� VLPLODU�� IDLOHG� WR� UHDOL]H� WKH
SRWHQWLDO�DGYDQWDJHV�RI�FROOHFWLYH�DFWLRQ�

7KH� QRUWKHDVW� %UD]LO� VWXG\� DQDO\VHG� VL[� RI� WKH� ORQJHVW� OLYHG� SURGXFHU
DVVRFLDWLRQV�LQ�IRXU�GLIIHUHQW�VWDWHV�LQ�WKH�UHJLRQ��DVNLQJ�ZK\�VRPH�KDYH�EHHQ
PXFK�PRUH� VXFFHVVIXO� WKDQ�RWKHUV� LQ�SURPRWLQJ� ORFDO�HFRQRPLF�GHYHORSPHQW�
7KH�FKDSWHU�XVHV�RQO\�WKH�PDWHULDO�IURP�WKH�WKUHH�PRVW�VXFFHVVIXO�FDVHV�LQ�WZR
VWXGLHV�� WKH� FDVH� RI� WKH� PR]]DUHOOD� SURGXFHUV� LQ� ,WDO\�� DQG� WKH� WZR� EHVW�
SHUIRUPLQJ�SURGXFHU�DVVRFLDWLRQV�LQ�%UD]LO��7KH�ILQGLQJV�DUH�LPSOLFLWO\�GHULYHG
IURP�D�FRPSDULVRQ�ZLWK�WKH�RWKHU�FDVHV�QRW�GLVFXVVHG�KHUH�DV�ZHOO�

������������������������������������������
���7KH�,WDOLDQ�ILHOG�UHVHDUFK�ZDV�FRQGXFWHG�IRU�D�SHULRG�RI���PRQWKV�LQ�WKH�VXPPHUV�RI�����
DQG� ������ 7KH� %UD]LOLDQ� ZRUN� WRRN� SODFH� RYHU� �ò� PRQWKV� LQ� WKH� VSULQJ� RI� ������ %RWK
SURMHFWV� LQYROYHG� WKH� FROOHFWLRQ� RI� GDWD�� YLVLWV� WR� VPDOO�VFDOH� HQWHUSULVHV�� LQWHUYLHZV� ZLWK
HQWUHSUHQHXUV��PDQDJHUV� DQG� HPSOR\HHV� RI� FR�RSHUDWLYH� LQVWLWXWLRQV�� SXEOLF� VHFWRU�ZRUNHUV
DQG�VSHFLDOLVWV�LQ�WKH�VHFWRUV�LQ�TXHVWLRQ�
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7KH� SURPLQHQW� FDVHV� RI� VXFFHVV� DOO� HQMR\HG� VXSHU�SURILWV� REWDLQHG� WKURXJK� D
SRVLWLRQ� RI� PDUNHW� DGYDQWDJH�� 7KH� UHVXOWLQJ� VXSHU�SURILWV� H[SODLQ� ZK\� WKHVH
JURXSV��DQG�QRW� WKH�PDQ\�RWKHUV� WKDW� WULHG� WR�FRPSHWH�RQ�RSHQ�PDUNHWV��ZHUH
DEOH� WR� DWWDFN� WKH� PDQ\� FRPSOH[� REVWDFOHV� WKDW� FRQVWUDLQHG� WKHLU� JURZWK
VLPXOWDQHRXVO\�

7KH�WZR�VXFFHVVIXO�%UD]LOLDQ�DVVRFLDWLRQV�DQG�WKH�,WDOLDQ�FRQVRUWLXP�RI�EXIIDOR
PR]]DUHOOD�SURGXFHUV�ZHUH�DEOH�WR�WDNH�DGYDQWDJH�RI�VSHFLDO��SUHIHUHQWLDO�WHUPV
RI�WUDGH�WKDW�VKLHOGHG�WKHP�IURP�WKH�KDUVKQHVV�RI�RSHQ�PDUNHW�FRPSHWLWLRQ��,Q
WKH� ,WDOLDQ� FDVH� WKH� DGYDQWDJHRXV�PDUNHW�SRVLWLRQ�KDG� WR� GR�ZLWK� WKH� VSHFLILF
FKDUDFWHU�RI�WKH�EXIIDOR�PR]]DUHOOD�SURGXFW��ZKLFK�ZDV�FHUWLILHG�E\�D�FROOHFWLYH
ODEHO� RI� RULJLQ�� ,Q� WKH� WZR� PRVW� VXFFHVVIXO� %UD]LOLDQ� FDVHV� WKH� DGYDQWDJH
FRQVLVWHG� LQ� RWKHU� VSHFLDO� FKDUDFWHULVWLFV� RI� WKH� SURGXFWV� WKDW� FRPPDQGHG
PDUNHW� SUHPLD�� UHVSHFWLYHO\�� WKHLU� 
QDWXUDO
� FKDUDFWHU�� DQG� WKH� IDFW� RI� EHLQJ

IDLUO\�WUDGHG
�

7KH� JURXSV� WKDW� ZHUH� VXFFHVVIXO� LQ� REWDLQLQJ� WKHVH� SULYLOHJHG� PDUNHWLQJ
FRQGLWLRQV�DOVR�HQMR\HG�LQ�GLIIHUHQW�GHJUHHV�ZKDW�,�DP�JRLQJ�WR�FDOO�DW�WKH�PRVW
DEVWUDFW� OHYHO� 
KRPRJHQHLW\� RI� JURXS� LQWHUHVWV
�� $OO� RI� WKH� VXFFHVVIXO� JURXSV
IRFXVHG�RQ�D�VLQJOH�SURGXFW���7KH�JURXSV�WKDW�GLG�QRW�VWDUW�XS�DV�VLQJOH�SURGXFW
DVVRFLDWLRQV�HYHQWXDOO\�QDUURZHG�GRZQ�WKHLU�IXQFWLRQV�WR�WKH�SURPRWLRQ�RI�RQH
FRUH� DFWLYLW\� RU� SURGXFW��� ,Q� WKH� %UD]LO� FDVHV�� WKH� KRPRJHQHL]DWLRQ� RI� JURXS
LQWHUHVWV� ZDV� DOVR� SXUVXHG� E\� PHDQV� RI� D� 
FORVHG� VKRS
� VWUDWHJ\� DLPHG� DW
H[FOXGLQJ�SURGXFHUV�UHSUHVHQWLQJ�GLIIHUHQW�YDOXHV�DQG�LQWHUHVWV�RI�RWKHU�NLQGV�
7KH� KRPRJHQHLW\� RI� VRFLDO� SRVLWLRQ� DQG� YDOXHV� VHHPHG� WR� DGG� FRKHVLRQ� WR
JURXSV� LQGHSHQGHQWO\� RI� WKH� VKDULQJ� RI� HFRQRPLF� LQWHUHVWV�� 7KH� WZR� PRVW
VXFFHVVIXO� SURGXFHU� JURXSV� LQ� QRUWKHDVW� %UD]LO� ZHUH� WKH� HQG� SURGXFW� RI� D
GHFDGHV�ORQJ� SURFHVV� RI� SROLWLFDO� FRQVFLRXVQHVV�UDLVLQJ�� 7KLV� FRPPRQ
LGHRORJLFDO�EDFNJURXQG�LV�DW�WKH�URRW�RI�WKH�GHOLEHUDWH�VWUDWHJ\�WKH\�SXUVXHG�WR
H[FOXGH�WKH�ULFK�DQG�SRZHUIXO��ZKR�ZHUH�VHHQ�DV�DGYHUVDULHV�LQ�WKHLU�FROOHFWLYH
VWUXJJOH�� +RPRJHQHLW\� KDV� KHOSHG� JURXS� PHPEHUV� WR� VWD\� WRJHWKHU� LQ� KDUG
WLPHV��DQG�WR�PDNH�VDFULILFHV�LQ�WKH�LQWHUHVWV�RI�WKHLU�FRPPRQ�JRDOV�

)LQDOO\�� WKH� DXWRQRP\� DQG� GLVFUHWLRQ� DFFRUGHG� E\� JURXSV� WR� WKHLU� OHDGHUV� LQ
PDQDJLQJ�SURGXFHU�DVVRFLDWLRQV�LQ�VRPH�FDVHV�KHOSHG�WR�FRQVWUXFW�WKH�SURWHFWHG
PDUNHWLQJ� QLFKHV�� ,QWHUQDO� GHFLVLRQ�PDNLQJ� VWUXFWXUHV� WKDW� DOORZ� WRR� PXFK
SDUWLFLSDWLRQ�E\�PHPEHUV�FDQ�LPSDLU�WKH�DELOLW\�RI�OHDGHUV�WR�SXUVXH�KLJK�SURILW
VWUDWHJLHV� LQ� WKH� PHPEHUV
� LQWHUHVW�� 7KH� PRVW� DPELWLRXV� DQG� HGXFDWHG
LQGLYLGXDOV�ZLWKLQ�JURXSV�� WKRVH�ZKR� DUH�PRUH� OLNHO\� WR� XQGHUVWDQG� WUHQGV� LQ
GLVWDQW�DQG�PRGHUQ�PDUNHWV��DQG�RSHQ�FRQWDFWV�ZLWK�NH\�LQWHUPHGLDULHV�LQ�WKRVH
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PDUNHWV�� DUH�DWWUDFWHG� WR�RUJDQL]DWLRQV� WKDW�DOORZ� WKHP�DGHTXDWH� DXWRQRP\�RI
PDQDJHPHQW�

7KH�UHPDLQGHU�RI�WKLV�VHFWLRQ�UHYLHZV�WKH�H[SHULHQFH�RI�WKH�VXFFHVVIXO�SURGXFHU
JURXSV�RQ�ZKLFK�WKH�SDSHU�EDVHV�LWV�ILQGLQJV��IRFXVLQJ�RQ�WKH�LVVXH�RI�SURWHFWHG
PDUNHW�QLFKHV�WKDW�LV�DW�WKH�KHDUW�RI�WKHLU�HFRQRPLF�GHYHORSPHQW��7KH�IROORZLQJ
VHFWLRQ� WULHV� WR�H[SODLQ�KRZ�KLJK�SURILW�PDUNHWLQJ�QLFKHV�ZHUH� FRQVWUXFWHG�RU
DFFHVVHG� E\� WKH� JURXSV�� DQG� LOOXVWUDWHV� WKH� UROH� RI� PDUNHWLQJ� LQWHUPHGLDULHV�
JURXS� OHDGHUV�� DQG� PHPEHU� KRPRJHQHLW\�� 7KH� ILQDO� VHFWLRQ� FRQWUDVWV� WKH
ILQGLQJV�ZLWK� WKRVH�RI� WKH� HFRQRPLF�GHYHORSPHQW� OLWHUDWXUH�� SD\LQJ�SDUWLFXODU
DWWHQWLRQ�WR� WKH�LVVXHV�RI�HFRQRPLF�LQFHQWLYHV�IRU�FR�RSHUDWLYH�EHKDYLRXU��DQG
HTXDO�SDUWLFLSDWLRQ�E\�JURXS�PHPEHUV�

��� 7KH�FRQVRUWLXP�RI�EXIIDOR�PR]]DUHOOD�SURGXFHUV�LQ�VRXWKHUQ�,WDO\

7KH�DGYDQWDJH�WKDW�WKH� ,WDOLDQ�SURGXFHUV�RI�EXIIDOR�PR]]DUHOOD�FKHHVH�FUHDWHG
FRQVLVWHG�LQ�JHWWLQJ�,WDOLDQ�FRQVXPHUV�WR�LGHQWLI\�WKHLU�SURGXFW�DV�D�KLJK�TXDOLW\
DUWLVDQ� SURGXFW� IRU�ZKLFK� WKH\�ZHUH�ZLOOLQJ� WR� SD\� D� KLJK�SULFH�� 7KH�EXIIDOR
PR]]DUHOOD� LQGXVWU\� HQMR\V� PXFK� KLJKHU� SURILW� PDUJLQV� DQG� D� PXFK� IDVWHU
JURZWK�RI�VDOHV�WKDQ�WKH�FDQQHG�WRPDWR�LQGXVWU\��WKH�VHFWRU�WKDW�LQ�WHUPV�RI�VL]H�
ORFDWLRQ��DQG�QXPEHU�RI�ILUPV��FRPHV�FORVHVW�WR�LW��

7KH�PDUNHW�DGYDQWDJHV�RI�EXIIDOR�PR]]DUHOOD�SURGXFHUV�UHODWLYH�WR�RWKHU�,WDOLDQ
IRRG� SURGXFHUV� DUH� QRW� LQKHUHQW� LQ� WKH� SURGXFW�� EXW� KDYH� EHHQ� FRQVWUXFWHG
WKURXJK�FROOHFWLYH� DFWLRQ��7KH�GHWHUPLQDQWV�RI� WKH� LQGXVWU\
V� VXSHU�SURILWV� DUH
SURGXFW�TXDOLW\�DQG� WKH�PRQRSRO\�RI� ORFDO�SURGXFHUV�RI�EXIIDOR�PLON�� WKH�NH\
LQJUHGLHQW�RI�PR]]DUHOOD��7KH�EXIIDOR�PR]]DUHOOD�SURGXFHUV�RI�WKH�VRXWK�QHHGHG
WR�SURWHFW� WKHLU�SURGXFW�QLFKH� DJDLQVW� WZR� WKUHDWV��RQH� H[WHUQDO�� DQG� WKH�RWKHU
LQWHUQDO�WR�WKH�JURXS�

7KH�H[WHUQDO�WKUHDW�LV�WKH�WKUHDW�RI�LPLWDWLRQ�E\�ODUJHU�DQG�PRUH�H[SHULHQFHG
ILUPV��6RPH�ODUJHU�PDQXIDFWXUHUV�IURP�WKH�1RUWK�KDYH�UHSHDWHGO\�WULHG�WR�HQWHU
WKH� EXIIDOR� VHJPHQW� RI� WKH� PR]]DUHOOD� PDUNHW�� 7R� GR� WKLV� WKH\� KDYH� WR� JHW
DFFHVV�WR�D�VL]HDEOH�DQG�UHOLDEOH�VRXUFH�RI�EXIIDOR�PLON��7KH\�DOVR�KDYH�WR�GH�
FRXSOH� WKH� LPDJH� RI� EXIIDOR�PR]]DUHOOD� IURP� WKH� VRXWK� RI� ,WDO\�� WR� FRQYLQFH
FRQVXPHUV�WKDW�EXIIDOR�PR]]DUHOOD�FDQ�KDYH�D�GLIIHUHQW�RULJLQ�IURP�WKH�RQH�WKH\
NQRZ�

������������������������������������������
���%XIIDOR�PR]]DUHOOD�SURILW�UDWHV�VRPHWLPHV�UHDFK����SHU�FHQW��FRPSDUHG�WR�����SHU�FHQW�IRU
FDQQHG�WRPDWRHV��7KH���SHU�FHQW�D� \HDU�JURZWK�RI�EXIIDOR�PR]]DUHOOD�VDOHV�TXDQWLW\� ���SHU
FHQW�LQ�YDOXH�WHUPV���LV�PXFK�KLJKHU�WKDQ�WKDW�RI�WKH�FDQQHG�WRPDWR�SURGXFHUV�ZKRVH�PDUNHW
LV�EDVLFDOO\�VWDWLF��H[FHSW�IRU�D�IHZ�LQQRYDWLYH�SURGXFW�QLFKHV�
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7KH�LQWHUQDO�WKUHDW�LV�WKH�SRVVLEOH�GHFD\�RI�WKH�UHSXWDWLRQ�IRU�TXDOLW\��7KHUH
LV� D� VWURQJ� LQFHQWLYH� IRU� SURGXFHUV� RI� PR]]DUHOOD� WR� DGXOWHUDWH� EXIIDOR� ZLWK
FRZV
�PLON��,Q�WKH�SDVW�WKLV�SUDFWLFH�ZDV�FRPPRQ��DQG�FUHDWHG�D�EDG�UHSXWDWLRQ
IRU� WKH� SURGXFW�� 7KH� LQFHQWLYHV� WR� FKHDW� RQ� WKH� FRPSRVLWLRQ� RI� WKH� SURGXFW
RULJLQDWH�IURP�WKH�VFDUFLW\��DQG�KLJK�FRVW��RI�EXIIDOR�PLON��7KLV�LV�SDUWLFXODUO\
DFXWH�LQ�WKH�VXPPHU�PRQWKV��ZKHQ�OHVV�EXIIDORHV�SURGXFH�PLON��DW�D�WLPH�ZKHQ
GHPDQG�IRU�WKH�SURGXFW�LV�SDUWLFXODUO\�KLJK��$GGLQJ�D�OLPLWHG�TXDQWLW\�RI�FRZV

PLON� LQ� WKH� SURGXFWLRQ� RI� EXIIDOR� PR]]DUHOOD� JXDUDQWHHV� D� ����� SHU� FHQW
UHGXFWLRQ� LQ� WKH� FRVW� RI� D� SURGXFW� DOPRVW� WZR�WKLUGV� RI� ZKRVH� FRVW� LV
UHSUHVHQWHG� E\� WKH� PLON� LQSXW�� (YHQ� PRUH� LPSRUWDQWO\�� WKH� DGXOWHUDWLRQ� RI
EXIIDOR�PLON�DOORZV�ILUPV�WR�LQFUHDVH�SURGXFWLRQ�ZKHQ�PR]]DUHOOD�LV�VFDUFH��DQG
LWV�SULFH�LV�KLJK��:KDW�PDNHV�FKHDWLQJ�YHU\�WHPSWLQJ�LV�WKH�IDFW�WKDW�D�SURGXFW
PDGH� ZLWK� XS� WR� ������ SHU� FHQW� RI� FRZV
� PLON� LV� DOVR� JRRG�� HYHQ� YHU\
VRSKLVWLFDWHG� FRQVXPHUV� FDQ� KDUGO\� UHFRJQL]H� WKH� GLIIHUHQFH�� 7KLV� SUDFWLFH
GHVWUR\V� WKH� LPDJH� RI� EXIIDOR�PR]]DUHOOD� DV� D� SURGXFW� GLVWLQFW� IURP� WKH� FRZ
HTXLYDOHQW�� EOXUULQJ� WKH� ERXQGDULHV� EHWZHHQ� WKH� WZR�� &XVWRPHUV� ZLOO� QRW
LGHQWLI\�EXIIDOR�PR]]DUHOOD�DV�D�GLIIHUHQW�SURGXFW�DQG�DJUHH�WR�SD\�D�SUHPLXP
SULFH�IRU�LW��LI�WKH\�NQRZ�WKDW�WKH�GLIIHUHQFH�EHWZHHQ�WKH�WZR�LV�RQO\�D�PDWWHU�RI
SHUFHQWDJH�EXIIDOR�PLON�FRQWHQW��0RUHRYHU�� LW� ORZHUV� WKH�HQWU\�EDUULHUV� LQ� WKH
VHFWRU��SRWHQWLDOO\� DOORZLQJ� ODUJH�PDQXIDFWXUHUV�RI� FKHHVH� ORFDWHG�RXWVLGH� WKH
VRXWK� ZKHUH� EXIIDORHV� DUH� NHSW�� WR� HQWHU� WKLV� SURILWDEOH� PDUNHW� QLFKH�� 7KLV
ZRXOG� LQFUHDVH� SULFH� FRPSHWLWLRQ� DQG� ORZHU� WKH� RYHUDOO� UHSXWDWLRQ� RI� WKH
SURGXFW�� EULQJLQJ� GRZQ� WKH� SURILW� PDUJLQV� IRU� SURGXFHUV� LQ� WKH� VRXWK�� 7KLV
FRQIOLFW�EHWZHHQ� LQGLYLGXDO�DQG� LQGXVWU\�OHYHO� LQFHQWLYHV�FUHDWHG� WKH� UDWLRQDOH
IRU�FROOHFWLYH�DFWLRQ��7KH�FUHDWLRQ�RI�D�FRQVRUWLXP�KDV�UHSUHVHQWHG�DQ�HIILFLHQW
ZD\�WR�SURWHFW�DQG�SURPRWH� WKH�FROOHFWLYH� LQWHUHVWV�RI�WKH�HVWLPDWHG�����RU�VR
ILUPV�SURGXFLQJ�EXIIDOR�PR]]DUHOOD�LQ�VRXWKHUQ�,WDO\�

,Q������� IRXU� ILUPV�RSHUDWLQJ� LQ�ERWK�EXIIDOR� UDQFKLQJ�DQG�FKHHVH�SURGXFWLRQ
FUHDWHG� D� FRQVRUWLXP�� D� YROXQWDU\� DVVRFLDWLRQ� DLPHG� DW� SURWHFWLQJ� DQG
SURPRWLQJ�EXIIDOR�PR]]DUHOOD�� ,QLWLDOO\� WKH�FRQVRUWLXP�KDG� OLWWOH�DSSHDO� WR� WKH
PDMRULW\� RI� SURGXFHUV� DQG� IHZ� MRLQHG� LW�� ,W� JUDGXDOO\� LQFUHDVHG� LWV� DSSHDO�
SOD\LQJ� D�PDMRU� UROH� LQ� WKH� VHFWRU�� DQG� FKDQJLQJ� WKH� GLVFLSOLQH� RI� SURGXFWLRQ
VWDQGDUGV�WKURXJK�LWV�OREE\LQJ�HIIRUWV�DW�WKH�FHQWUDO�JRYHUQPHQW�OHYHO�

,Q������WKH�FRQVRUWLXP�DSSOLHG�WR�IRU�D�
'HQRPLQD]LRQH�GL�2ULJLQH�&RQWUROODWD

�'2&��� D� FROOHFWLYH� ODEHO� WKDW� FRXOG� RQO\� EH� XVHG� IRU� SURGXFWV�PDQXIDFWXUHG
ZLWKLQ�D�ZHOO�VSHFLILHG�JHRJUDSKLFDO�DUHD�RI� WKH� VRXWK� �&DPSDQLD� UHJLRQ�SOXV
WZR� RU� WKUHH� VXUURXQGLQJ� SURYLQFHV��� DQG� SURGXFHG� E\� D� FHUWLILHG� SURGXFWLRQ
WHFKQLTXH�� )RXU� \HDUV� ODWHU�� LQ� ������ WKH� JRYHUQPHQW� DFFRUGHG� WKH� '2&

0R]]DUHOOD� GL� %XIDOD� &DPSDQD
� WR� PR]]DUHOOD� FKHHVH� SURGXFHG� LQ� WKLV� DUHD�
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DVVLJQLQJ� WR� WKH�&RQVRUWLXP��TXDVL�JRYHUQPHQWDO� UHVSRQVLELOLW\� IRU� VHWWLQJ�XS
DQG�HQIRUFLQJ�SURGXFWLRQ�FRQWUROV��DQG�VXLQJ�WKRVH�ZKR�XVHG�WKH�ODEHO�LOOHJDOO\�

$IWHU�WKH�GHFUHH�ZDV�SDVVHG�WKH�PHPEHUVKLS�RI�WKH�FRQVRUWLXP�LQFUHDVHG�IURP
��� WR� ���� ,Q� ����� SURWHFWLRQ� ZDV� DOVR� JUDQWHG� WR� WKH� SURGXFW� ZLWKLQ� WKH
(XURSHDQ�8QLRQ��0R]]DUHOOD�LV�WKH�RQO\�GDLU\�SURGXFW�LQ�VRXWKHUQ�,WDO\�WKDW�KDV
REWDLQHG�WKLV�NLQG�RI�SURWHFWLRQ�IURP�WKH�VWDWH��$OO�WKH����RWKHU�W\SHV�RI�,WDOLDQ
FKHHVH�SURWHFWHG�E\�D�'2&�DUH�IURP�WKH�QRUWK�

7KH�&RQVRUWLXP�KDV� EHHQ� HIIHFWLYH�ERWK� LQ� WHUPV�RI� WKH� HFRQRPLF� EHQHILWV� LW
KDV� GHOLYHUHG� WR� WKH� LQGXVWU\�� DQG� LQ� GLVWULEXWLQJ� WKH� FRVWV� RI� FR�RSHUDWLRQ
DPRQJ�PHPEHUV��7KH�GHJUHH�RI�SDUWLFLSDWLRQ�DQG�WKH�VFRSH�RI�FR�RSHUDWLRQ�LQ
WKH�&RQVRUWLXP�LQFUHDVHG�VXEVWDQWLDOO\�IROORZLQJ�WKH�DZDUG�RI�WKH�'2&�ODEHO�
)LUPV�FRXOG�MRLQ�WKH�&RQVRUWLXP�DV� 
PHPEHUV
��RU�DV� 
XVHUV
�RI�WKH�'2&�QDPH
DQG�ORJR���7DEOH���EHORZ�VXPPDUL]HV�WKH�HYROXWLRQ�RI�PHPEHUVKLS�IURP������
��� VKRZLQJ� WKDW� ILUPV� ZHUH� LQFUHDVLQJO\� FKRRVLQJ� WKH� VWDWXV� RI� 
PHPEHUV
�
VKLIWLQJ�WRZDUGV�D�KLJKHU�GHJUHH�RI�SDUWLFLSDWLRQ�

TABLE 1
CONSORZIO MOZZARELLA DI BUFALA CAMPANA:

MEMBERSHIP TRENDS 1994-8

Year 1994 1995 1996 1997 1998
Members - 29 28 26 45
Users - 66 69 75 54
All 40 95 97 101 99

Source: Consorzio Mozzarella di Bufala Campana

7KH� FRQVRUWLXP� KDV� EHHQ� D� VXFFHVV� LQ� WHUPV� RI� WKH� HFRQRPLF� UHVXOWV� LW� KDV
SURGXFHG�IRU�PHPEHU�ILUPV��7KH�'2&�ODEHO�KHOSV�LQ�WKH�SURFHVV�RI�HQWHULQJ�WKH
ODUJHU� QRUWKHUQ� ,WDOLDQ� DQG� IRUHLJQ� PDUNHWV�� &RQVXPHUV� DOO� RYHU� ,WDO\� KDYH
VWDUWHG� WR� UHFRJQL]H� WKH� PR]]DUHOOD� ZLWK� WKH� '2&� 
0R]]DUHOOD� GL� %XIDOD
&DPSDQD
� ODEHO� DV� WKH� 
WUXH
� EXIIDOR� PR]]DUHOOD�� 7KH� ODUJHVW� ILUPV� QHHG� WKLV
V\VWHP�RI�SURGXFW�FHUWLILFDWLRQ�PRVW��EHFDXVH�WKH\�GR�QRW�LQWHUDFW�GLUHFWO\�ZLWK
WKH� PDUNHW�� WKURXJK� SHUVRQDO� IDFH�WR�IDFH� UHODWLRQVKLSV� ZLWK� ILQDO� FXVWRPHUV�
EXW� VHOO� PRVWO\� WKURXJK� DQRQ\PRXV� ZKROHVDOH� DQG� VXSHUPDUNHW� FKDQQHOV�
+RZHYHU�� DOO� WKH� ILUPV� ORFDWHG� LQ� WKH� DUHD� EHQHILW� IURP� DQ� LQVWLWXWLRQDO

������������������������������������������
���&RQVRU]LR�7XWHOD�0R]]DUHOOD�GL�%XIDOD�&DPSDQD�'2&�
���
0HPEHUV
�SD\�D�KLJKHU�PHPEHUVKLS�IHH�RI�DERXW���������DQG�DGPLQLVWHU�WKH�RUJDQL]DWLRQ
WKURXJK�WKH����XQLW�VWHHULQJ�FRPPLWWHH�WKH\�HOHFW��
8VHUV
�SD\�D�IL[HG�IHH�RI��������SHU�\HDU
LQ� H[FKDQJH� IRU� WKH� ULJKW� WR� XVH� WKH� '2&� IRU� WKHLU� SURGXFWV�� ,Q� DGGLWLRQ�� DOO� 
XVHUV
� DQG

PHPEHUV
�SD\�D�YDULDEOH�IHH�RI�����FHQWV�SHU�NLOR�RI�PR]]DUHOOD�VROG�ZLWK�WKH�'2&�ODEHO�
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DUUDQJHPHQW� WKDW� KDV� EXLOW� XS� D� UHSXWDWLRQ� IRU� TXDOLW\�� DQG� VXVWDLQV� SULFH� E\
LQFUHDVLQJ� GHPDQG� LQ� GLVWDQW�PDUNHWV�� 7KHVH� EHQHILWV� DUH� UHWDLQHG� ZLWKLQ� WKH
DUHD�RI�SURGXFWLRQ��OLPLWLQJ�SURGXFWLRQ�LQFUHDVHV�WR�WKRVH�DOORZHG�E\�WKH�ORFDO
DYDLODELOLW\�RI�EXIIDOR�PLON�

-RLQLQJ� WKLV� V\VWHP�GRHV� QRW� QHFHVVDULO\�PHDQ� FRPSO\LQJ�ZLWK� LW� LQ� SUDFWLFH�
)LUPV�FDQ�SD\�WR� MRLQ� WKH�&RQVRUWLXP�DQG�XVH�LWV�QDPH�DQG�V\PERO��DQG� WKHQ
DGXOWHUDWH�WKH�SURGXFW�WR�LQFUHDVH�WKHLU�YROXPH�RI�VDOHV��7KLV�ZD\�� 
IUHH�ULGHUV

HQMR\� WKH� DGYDQWDJH�RI� XVLQJ� WKH� UHSXWDWLRQ� FUHDWHG� E\� DOO� WKH� ILUPV�ZKR� FR�
RSHUDWH�DQG�LQFUHDVH�WKHLU�RZQ�VDOHV�DQG�SURILWV�DV�ZHOO�

7R� SUHYHQW� WKLV� W\SH� RI� EHKDYLRXU� WKH� &RQVRUWLXP� LQWURGXFHG� VDQFWLRQV� IRU
WKRVH� ZKR� DUH� FDXJKW� DGXOWHUDWLQJ� WKH� SURGXFW�� %HVLGHV� GHQRXQFLQJ� LOOHJDO
EHKDYLRXU�WR�WKH�MXGLFLDO�V\VWHP��D�ZHDN�WKUHDW�JLYHQ�LWV�VORZQHVV���DW�WKHLU�ILUVW
VLJQ�RI�PLVFRQGXFW�ILUPV�DUH�ILQHG�DSSUR[LPDWHO\���������DW�WKHLU�VHFRQG�WZLFH
WKDW� VXP��DQG� LI� WKH\�DUH� IRXQG�DGXOWHUDWLQJ� WKH�SURGXFW� D� WKLUG� WLPH� WKH\�DUH
H[SHOOHG�IURP�WKH�&RQVRUWLXP�DQG�GHQLHG�WKH�XVH�RI�WKH�'2&�

TABLE 2
CONSORZIO MOZZARELLA DI BUFALA:

SAMPLES COLLECTED AND ANALYSED, AND EXPULSIONS

Year 1993 1994 1995 1996 1997
# samples analysed 165 194 214 199
Positive results, % 23 15 10 11 7

Expulsions - - 2 6 2
Source: Consorzio Mozzarella di Bufala Campana

7KH�FRQVRUWLXP�DSSHDUV� WR�KDYH�EHHQ�VXFFHVVIXO� LQ� VHFXULQJ�FRPSOLDQFH�ZLWK
SURGXFWLRQ� UXOHV�� 'DWD� SXEOLVKHG� E\� WKH� FRQVRUWLXP� RQ� WKH� UHVXOWV� RI� LWV
FRQWUROV�� UHSRUWHG�LQ�7DEOH���DERYH��VXJJHVW� WKDW� WKH� LQFLGHQFH�RI�DGXOWHUDWLRQ
KDV� GHFUHDVHG� VXEVWDQWLDOO\��� 7KH� UHVXOWV� GHOLYHUHG� E\� WKH� KLJK� UHSXWDWLRQ
VWUDWHJ\� RI� WKH� &RQVRUWLXP�� FRPSOHPHQWHG� E\� D� ZHOO� GHYLVHG� V\VWHP� RI
VDQFWLRQV�� VLQJOH� RXW� WKLV� FDVH� RI� LQFUHDVLQJ� SURGXFHU� FR�RSHUDWLRQ� LQ� D
VXSSRVHGO\�LQGLYLGXDOLVWLF�VRFLHW\��1RW�DOO�SURGXFHU�JURXSV�IRU�ZKLFK�WKHUH�DUH
FOHDU� SRWHQWLDO� DGYDQWDJHV� IURP� FR�RSHUDWLRQ� UHDOL]H� WKHVH� WKRXJK��:H� FRPH
EDFN�WR�WKH�TXHVWLRQ�RI�KRZ�VXFFHVVIXO�FR�RSHUDWLRQ�FDPH�DERXW�LQ�WKLV�FDVH�LQ
6HFWLRQ�,,,�EHORZ�

������������������������������������������
��� 7KUHH� LQGHSHQGHQW� LQYHVWLJDWLRQV� RI� EXIIDOR� PR]]DUHOOD� SURGXFWV� IURP� GLIIHUHQW� ILUPV
FRQGXFWHG�E\�FRQVXPHUV
�DVVRFLDWLRQV�LQ������������DQG�������UHSRUWHG�UHVSHFWLYHO\�WKDW���
SHU� FHQW�� ��� SHU� FHQW� DQG� ��� SHU� FHQW� RI� WKH� VDPSOHV� ZHUH� DGXOWHUDWHG� ZLWK� FRZV
� PLON
�%LDQFKL�������



�

��� 6XFFHVVIXO�SURGXFHU�JURXSV�LQ�QRUWKHDVW�%UD]LO

,Q� WKLV�VHFWLRQ�,�VKDOO�GHVFULEH� WKH�VXFFHVVIXO�FRPPHUFLDO�SHUIRUPDQFH�RI� WZR
JURXSV� RI� VPDOO�VFDOH� SURGXFHUV� LQ� SRYHUW\�VWULFNHQ� QRUWKHDVW� %UD]LO�� 'HVSLWH
WKH�YHU\�GLIIHUHQW�DEVROXWH�OHYHO�RI�HFRQRPLF�GHYHORSPHQW�LQ�WKLV�UHJLRQ��ZKDW
GLVWLQJXLVKHV� WKHVH� VXFFHVVIXO� JURXSV� IURP� DYHUDJH� SHUIRUPHUV� LQ� QRUWKHDVW
%UD]LO�DSSHDUV�VLPLODU� WR�ZKDW�GLVWLQJXLVKHV� WKH�VXFFHVVIXO�JURXS� LQ� WKH� IRRG�
SURFHVVLQJ�VHFWRU�LQ�VRXWKHUQ�,WDO\��7KH�EHVW�SHUIRUPLQJ�FDVHV�DOO�SURFHVV�DQG
WUDGH�UHODWLYHO\�KLJK�YDOXH�SURGXFWV�FKDUDFWHUL]HG�E\�SULFH�SUHPLD�

7KH� PRVW� SURPLQHQW� FDVH� RI� VXFFHVV� DPRQJ� WKH� VL[� DVVRFLDWLRQV� VWXGLHG� LV
$3$(%��� DQ� DVVRFLDWLRQ� RI� IDUPHUV� ZKR� KDYH� FROOHFWLYHO\� LQYHVWHG� LQ� WKH
PDUNHWLQJ� DQG� SURFHVVLQJ� RI� VLVDO� ILEUH��� ,Q� WKH� FRXUVH� RI� D� VWUXJJOH� ODVWLQJ
DOPRVW�WZHQW\�\HDUV�WR�HQWHU�WKH�LQWHUQDWLRQDO�PDUNHW�IRU�WKLV�FRPPRGLW\��ZLWK
WKH� KHOS� RI� 1*2V�� $3$(%� ILUVW� EHFDPH� D� PDMRU� H[SRUWHU� RI� UDZ� ILEUH�� DQG
PRUH� UHFHQWO\� LQYHVWHG� LQ� D� IDFWRU\� PDQXIDFWXULQJ� VLVDO� FDUSHWV�� $3$(%� LV
ORFDWHG� LQ� WKH� VHPL�DULG� LQWHULRU� RI� WKH� QRUWKHDVWHUQ� VWDWH� RI� %DKLD�� D� UHJLRQ
FKDUDFWHUL]HG�E\�D�YHU\�KLJK�SRYHUW\�UDWH��

$3$(%
V�G\QDPLF�H[SRUW�SHUIRUPDQFH�ILUVW�LQ�UDZ�VLVDO��DQG�PRUH�UHFHQWO\�LQ
PDQXIDFWXUHG� FDUSHWV�� KDV� SURGXFHG� SRVLWLYH� VSLOO�RYHU� HIIHFWV� LQ� D� UHJLRQ� LQ
ZKLFK�DERXW�RQH�PLOOLRQ�SHRSOH�DUH�HVWLPDWHG�WR�GHULYH�SDUW�RI�WKHLU�OLYHOLKRRG
IURP� VLVDO�� $OWKRXJK� $3$(%� SURPRWHV� WKH� GHYHORSPHQW� RI� WKH� UHJLRQ� LQ
VHYHUDO�GLIIHUHQW�ZD\V�� WKH�VWURQJHVW�SRVLWLYH�HIIHFWV�RI� WKH�DVVRFLDWLRQ�FRQVLVW
LQ�LQFUHDVLQJ�HPSOR\PHQW��DQG�UDLVLQJ�WKH�SULFH�RI�ILEUH�DW�WKH�ORFDO�OHYHO�

7KH�PDMRU�GLUHFW�HIIHFW�RI�$3$(%
�V�ZRUN�FRQVLVWV�LQ�DQ�LQFUHDVH�LQ�WKH�SULFH
SDLG� WR� IDUPHUV� IRU� VLVDO�� %HIRUH�$3$(%� HQWHUHG� WKH� EXVLQHVV�� EX\HUV� DW� WKH
ORFDO�OHYHO�XVHG�WR�SD\�D�ORZ�������NJ�RI�XQSURFHVVHG�ILEUH�������ILJXUH���$IWHU
$3$(%�HQWHUHG�WKH�PDUNHW�DQG�VWDUWHG�WR�SURFHVV�DQG�H[SRUW�VLVDO�GLUHFWO\��WKH
SULFH�ZHQW� XS� WR� ������NJ�� LQ� ������ )LQDOO\�� ZLWK� WKH� LQGXVWULDOL]DWLRQ� RI� WKH
SURGXFW� LQ� WKH� FROOHFWLYH� FDUSHW� IDFWRU\�� WKH� SULFH� URVH� WR� DQ� DYHUDJH� RI
������NJ��LQ�������(YHQ�WKRXJK�$3$(%�EX\V�DQG�SURFHVVHV�RQO\�DERXW���SHU

������������������������������������������
��� $VVRFLDFmR� GRV� 3HTXHQRV� $JULFXOWRUHV� GR� 0XQLFLSLR� GH� 9DOHQWH�� WKH� VPDOO� IDUPHUV

DVVRFLDWLRQ�RI�WKH�FLW\�RI�9DOHQWH�
��� 6LVDO� �RU� DJDYH�� LV� D� FDFWXV� WKDW� JURZV� LQ� WKH� VHPL�DULG� UHJLRQ� RI� WKH� VWDWH�� 7KLV� SODQW
FRPHV�RULJLQDOO\�IURP�<XFDWDQ�LQ�0H[LFR��ZKHUH�LW�LV�XVHG��DPRQJ�RWKHU�WKLQJV��WR�SURGXFH
WKH�ZHOO�NQRZQ�7HTXLOD� OLTXRU�� ,W� ZDV� LQWURGXFHG� LQ� %UD]LO� DURXQG� ������ZKHUH� LW� LV� QRZ
PDLQO\�XVHG�IRU�WKH�YHJHWDEOH�ILEUH�WKDW�FDQ�EH�REWDLQHG�WKURXJK�D�SURFHVV�RI�VLPSOH�PDFKLQH
SURFHVVLQJ�DQG�VXQ�GU\LQJ��7KH�ILEUH�LV�WKHQ�IXUWKHU�FOHDQHG�IURP�LPSXULWLHV��VHOHFWHG��G\HG�
DQG�XVHG�WR�SURGXFH�URSH�RU�VLPSOH�DUWLIDFWV�OLNH�FDUSHWV��VHDW�FRYHUV��EDJV��HWF�
���6L[W\�ILYH�SHU�FHQW�LQ������DFFRUGLQJ�WR�WKH�$3$(%�$QQXDO�5HSRUW������ZKLFK�WDNHV�WKH
�����FHQVXV�RI�SRSXODWLRQ�ILJXUH�
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FHQW�RI� WKH�RYHUDOO�SURGXFWLRQ�RI� VLVDO� LQ� WKH� VWDWH�RI�%DKLD�� WKLV� TXDQWLW\� KDV
EHHQ�ODUJH�HQRXJK�WR�LQIOXHQFH�LWV�SULFH�LQ�WKH�UHJLRQ��FRQWULEXWLQJ�WR�D�LQFUHDVH
RI�PRUH�WKDQ����SHU�FHQW�LQ�QRPLQDO�WHUPV��,Q�UHDO�WHUPV�WKH�LQFUHDVH�KDV�EHHQ
VRPHZKDW�ORZHU�RI�FRXUVH�

3DUDOOHO�WR�LWV�FRUH�VLVDO�EXVLQHVV��$3$(%�DOVR�UXQV�VHYHUDO�RWKHU�SURJUDPPHV�
,W�DFWV�DV�D�ILQDQFLDO�LQWHUPHGLDU\�FROOHFWLQJ�IDUPHUV
�GHSRVLWV��DQG�IXQGV�IURP
IRUHLJQ�1*2V�DQG�WKH�'HYHORSPHQW�%DQN�RI�WKH�QRUWKHDVW��%1%���DQG�OHQGLQJ
WR� PRUH� WKDQ� ���� IDUPHUV� IRU� SURGXFWLRQ� LPSURYHPHQWV�� ,W� LV� LQYROYHG� LQ� D
PXOWLWXGH�RI� VRFLDO� DFWLYLWLHV� LQ� ODUJH�SDUW� ILQDQFHG�E\� IRUHLJQ�1*2� IXQGV�� ,W
UXQV� D� WHFKQLFDO� ERDUGLQJ� VFKRRO� WHDFKLQJ� PRGHUQ� IDUPLQJ� WHFKQLTXHV� WR� ��
FKLOGUHQ�LQ�WKH�JUDGHV������,W�RZQV�DQG�RSHUDWHV�D�JHQHUDO�VWRUH��,W�KDV�LQVWDOOHG
D�UDGLR�VWDWLRQ�DQG�ZLOO�VRRQ�DOVR�RSHUDWH�D�79�VWDWLRQ�WR�UHDFK�UXUDO�YLOODJHUV
ZLWK� LQIRUPDWLRQ� DQG� HGXFDWLRQDO� SURJUDPPHV�� ,Q� �������� DV� SDUW� RI� D
UHIRUHVWDWLRQ�SURJUDPPH��$3$(%�GLVWULEXWHG��������GURXJKW�UHVLVWDQW�IUXLW�DQG
IRGGHU�SODQWV�WR�LWV�PHPEHUV�IUHH�RI�FRVW�HDFK�\HDU�

7KH�DVVRFLDWLRQ�LV�DOVR�YHU\�DFWLYH�LQ�WKH�ILHOG�RI�UHVHDUFK�DQG�GLVVHPLQDWLRQ�RI
DJULFXOWXUDO� SUDFWLFHV� DSSURSULDWH� IRU� WKH� VHPL�DULG� UHJLRQ�� 7KH� WZR� PRVW
LPSRUWDQW� RI� WKHVH� SUDFWLFHV� DUH� JRDW� KHUGLQJ� DQG� WKH� UHODWHG� XVH� RI� VRODU
HQHUJ\�SRZHUHG� IHQFHV��� )LQDOO\�� $3$(%� FROODERUDWHV� ZLWK� WKH� ORFDO� UXUDO
ZRUNHUV
�XQLRQ�DQG�SURYLGHV�VRPH�PDWHULDO�VXSSRUW�IRU�WKH�ODQGOHVV�PRYHPHQW
LQ�LWV�VWUXJJOH�IRU�ODQG�UHGLVWULEXWLRQ�LQ�WKH�UHJLRQ�

7KH�LPSUHVVLYH�HFRQRPLF�UHVXOWV�RI�$3$(%�GHSHQG�LQ�ODUJH�SDUW�RQ�WKH�UHFHQW
VKLIW� LQ� WKH� SUHIHUHQFHV� RI� DGYDQFHG� FRXQWULHV
� FRQVXPHUV� LQ� WKH� GLUHFWLRQ� RI
QDWXUDO�DQWL�DOOHUJLF�PDWHULDOV�LQ�KRPH�IXUQLWXUH��7KLV�FRQVXPHU�WUHQG�KDV�PDGH
VLVDO� D� YDOXHG� DOWHUQDWLYH� WR� V\QWKHWLF� FDUSHWLQJ� LQ� WKH� (XURSHDQ� DQG� 1RUWK

������������������������������������������
���6RODU� HQHUJ\�PD\�EH� WKH�PRVW� LQQRYDWLYH�RI� WKHVH� WHFKQLTXHV�� ,W� DOORZV� IDUPHUV� WR� WDNH
DGYDQWDJH� RI� RQH� RI� WKH� IHZ� QDWXUDO� UHVRXUFHV� RI� WKLV� UHJLRQ�� WKH� VXQ�� WR� SRZHU� WKHLU
UHVLGHQFHV�� :KHQ� LW� LV� XVHG� WR� HOHFWULI\� WKH� ZLUHV� GHOLPLWLQJ� WKH� IDUPHUV
� SURSHUW\�� WKLV
WHFKQRORJ\�DOVR�DOORZV�WKHP�WR�UDLVH�JRDWV²WKH�PRVW�DSSURSULDWH� OLYHVWRFN�IRU� WKH�UHJLRQ
V
DJULFXOWXUH²VDYLQJ�XS�WR����SHU�FHQW�RQ�WKH�FRVW�RI�IHQFLQJ��*RDWV�DUH�PRUH�DSSURSULDWH�WKDQ
WKH�PRUH�WUDGLWLRQDO�FRZV�WR�D�GU\�DQG�YDULDEOH�FOLPDWH��EHFDXVH� WKH\�DUH�PRUH�HIILFLHQW� LQ
WKH�XVH�RI� WKH�VFDUFH�QDWXUDO�SDVWXUHV��DQG�DOORZ�IDUPHUV� WR�EUHDN�XS�WKHLU�DVVHWV�PRUH��EXW
FUHDWH�QHZ�IHQFLQJ�QHHGV�

$3$(%�ZRUNV�DV�DQ�H[WHQVLRQ�DJHQW�IRU� WKH�LQVWDOODWLRQ�RI�VRODU�HQHUJ\�V\VWHPV� LQ� UHPRWH
IDUPV�RI�WKH�UHJLRQ�WKDW�DUH�QRW�UHDFKHG�E\�FRQYHQWLRQDO�HOHFWULILFDWLRQ������RI�WKHVH�V\VWHPV
KDYH�EHHQ�LQVWDOOHG�LQ����VXUURXQGLQJ�PXQLFLSDOLWLHV�LQ�WKH�ODVW�IRXU�\HDUV�ZLWK�WKH�DGYLFH�RI
WKH�WHFKQLFLDQV�RI�$3$(%��DQG�ILQDQFHG�E\�WKH�FUHGLW�FR�RSHUDWLYH�����PRUH�VRODU�V\VWHPV
KDYH�EHHQ�VROG�E\�$%$(%�ZLWKRXW�DQ\�DFFRPSDQ\LQJ�FUHGLW�
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$PHULFDQ�PDUNHWV��DQG�KDV�UHYLWDOL]HG�WKH�GHPDQG�IRU�D�UDZ�PDWHULDO�WKDW�XVHG
WR� EH� HPSOR\HG� PDLQO\� LQ� WKH� PDQXIDFWXUH� RI� ORZ� YDOXH� SURGXFWV� OLNH� URSH�
$3$(%� FKRVH� WR� LQYHVW� LQ� FDUSHW� PDQXIDFWXULQJ� DIWHU� PDUNHW� UHVHDUFK
SHUIRUPHG� E\� KLUHG� FRQVXOWDQWV� LQGLFDWHG� WKDW� VLVDO� FDUSHWV� UHSUHVHQWHG� D
SRWHQWLDOO\�JURZLQJ�PDUNHW�

7KH� QHZ� LGHQWLW\� RI� VLVDO� DV� D� 
QDWXUDO
� SURGXFW� KDV� KHOSHG� WKH� FROOHFWLYH
HQWHUSULVH�RI�IDUPHUV�WR�DWWUDFW�ZHDOWK�WR�D�SRRU�DQG�GU\�UHJLRQ��DQG�WR�GLVWULEXWH
EHQHILWV� WR� D� ODUJH� QXPEHU� RI� SHRSOH�� 7KURXJK� LWV� FRQVXOWDQWV�� ZKR� KDYH� GH
IDFWR� EHFRPH� WKH� UHDO� PDQDJHUV� RI� LWV� VLVDO� DFWLYLWLHV�� $3$(%� KDV� QRW� MXVW
EHQHILWHG� SDVVLYHO\� IURP� WKH� IDYRUDEOH� LQWHUQDWLRQDO� WUHQGV�� EXW� KDV� DFWLYHO\
ZRUNHG�WR�H[SORLW�WKHLU�IXOO�HFRQRPLF�SRWHQWLDO�

7KH� VHFRQG�RI�RXU�%UD]LOLDQ�JURXSV� KDV�EHHQ� DEOH� WR� DFFHVV� D�SUHPLXP�SULFH
QLFKH�LQ�DQ�RWKHUZLVH�VWDQGDUGL]HG�PDUNHW�WKDQNV�WR�WKH�DFWLYLW\�RI�D�QRQ�SURILW
LQWHUQDWLRQDO� WUDGHU� RI� SURGXFWV� IURP� GHYHORSLQJ� FRXQWULHV�� &220$3��� ZDV
FUHDWHG� LQ������E\�D�JURXS�RI�VPDOO� IDUPHUV�EHORQJLQJ� WR�VHYHUDO�FRPPXQLW\
RUJDQL]DWLRQV� LQ� WKH� UHJLRQ� RI� 3LFRV�� LQ� WKH� QRUWKHDVWHUQ� VWDWH� RI� 3LDXt�� WR
LPSURYH� WKH� WHUPV� RI� WUDGH� RI� WKHLU� SURGXFWV� WKURXJK� FROOHFWLYH� PDUNHWLQJ�
'LIIHUHQW�FRPPXQLW\�JURXSV�FDPH�WRJHWKHU�LQ�&220$3�XQGHU�WKH�LQVWLWXWLRQDO
XPEUHOOD�RI�WKH�ORFDO�&DWKROLF�&KXUFK��&220$3�VSHFLDOL]HG�LQ�WKH�PDUNHWLQJ
RI�RQH�SDUWLFXODU�SURGXFW��FDVKHZ�QXWV��2QH�\HDU�DIWHU�LWV�FUHDWLRQ��&220$3
H[SRUWHG� LWV� ILUVW�FDVKHZ�QXWV� WR�(XURSH��FRQWUDFWLQJ� WKH�SURFHVVLQJ���RXW� WR�D
ORFDO� ILUP�� ,Q� ����� &220$3� LQYHVWHG� LQ� LWV� RZQ� SURFHVVLQJ� SODQW�� WRGD\
HPSOR\LQJ����SHRSOH��7KH�SURMHFW�ZDV�ILQDQFHG�PRVWO\�E\�JUDQWV���

7KH�VXFFHVV�RI�&220$3�GHSHQGV�RQ� WKH� VSHFLDO�� QRQ�FRPSHWLWLYH�PDUNHW� LQ
ZKLFK�LW�RSHUDWHV��&220$3�VHOOV�PRUH�WKDQ����SHU�FHQW�RI�LWV�SURGXFWLRQ��DQG
DOO�RI�LWV�H[SRUWV��WR�&70��&RRSHUD]LRQH�7HU]R�0RQGR���DQ�,WDOLDQ�1*2�ZKLFK
FRQWDFWHG� &220$3� WKURXJK� WKH� ORFDO� &DWKROLF� &KXUFK�� &70� LV� SDUW� RI� D
QHWZRUN�RI�QRQ�SURILW� LQWHUPHGLDULHV�SURPRWLQJ�ZKDW� WKH\�FDOO� 
)DLU�7UDGH
�RU

������������������������������������������
����&RRSHUDWLYD�0LVWD�$JURSHFXDULD�GRV�3HTXHQRV�3URGXWRUHV�5XUDLV��WKH�PL[HG�DJULFXOWXUDO
FR�RSHUDWLYH�RI�VPDOO�VFDOH�SURGXFHUV�
����:LWK�WKH�KHOS�RI�D�VLPSOH��KDQG�RSHUDWHG�PDFKLQH�� WKH�QXW�KDV� WR�EH�VHSDUDWHG�IURP�LWV
H[WHUQDO� SHHO�� ,Q� RUGHU� WR� GR� WKLV�� LW� KDV� WR� EH� FRRNHG� LQ� WZR� URXQGV� LQ� D� ODUJH� RYHQ�� DQG
FODVVLILHG�DFFRUGLQJ�WR�LWV�VL]H��7KH�QXWV�WKDW�DUH�EURNHQ�LQ�WKH�SURFHVV�KDYH�WR�EH�VHSDUDWHG
IURP�WKH�RWKHUV�DQG�VROG�DW� D�PXFK� ORZHU�SULFH�� IURP���� WR����SHU�FHQW�RI� WKDW�RI� WKH� ILUVW
TXDOLW\��$�ORW�RI�WKH�SURGXFWLYLW\�RI�WKH�IDFWRU\�GHSHQGV�RQ�WKH�DELOLW\�RI�WKH�RSHUDWRUV�RI�WKH
FXWWLQJ�PDFKLQHV�WR�UHGXFH�WKH�SHUFHQWDJH�RI�EURNHQ�SURGXFW�
����$Q�,WDOLDQ�JRYHUQPHQWDO�RUJDQL]DWLRQ�GRQDWHG���������QHFHVVDU\� WR�EX\� WKH�PDFKLQHU\
IRU�WKH�IDFWRU\��7KH�:RUOG�%DQN�IXQGHG�UXUDO�GHYHORSPHQW�SURJUDPPH�RI�WKH�VWDWH�RI�3LDXL
HQWHUHG� ZLWK� ��������PRUH�� ZKLFK� FRYHUHG� SDUW� RI� WKH� FRVWV� RI� FRQVWUXFWLRQ�� ,Q� WRWDO�� WKH
JUDQWV�FRYHUHG�DOPRVW����SHU�FHQW�RI�WKH�WRWDO�FRVWV�RI�WKH�LQYHVWPHQW�



��


(TXDO� ([FKDQJH
�� 7KH\� VHOHFW� FR�RSHUDWLYHV� DQG� VLPLODU� JUDVVURRWV
RUJDQLVDWLRQV� LQ�GHYHORSLQJ�FRXQWULHV��SXUVXLQJ� VRFLDO�JRDOV� DQG�JXDUDQWHHLQJ
QRQ�H[SORLWDWLYH� ZRUNLQJ� FRQGLWLRQV� WR� WKHLU� ZRUNHUV�� DQG� XVH� WKHP� DV
VXSSOLHUV��7KH\�SD\�KLJKHU�SULFHV� WKDQ� WKH�PDUNHW� WR� WKHVH�RUJDQLVDWLRQV�� DQG
DGYDQFH� SD\PHQWV� EHIRUH� GHOLYHU\� WR� KHOS� PHPEHUV� WR� IUHH� WKHPVHOYHV� IURP
ZKDW� WKH\� FRQVLGHU� GLVDGYDQWDJHG� DQG� XQMXVW� HFRQRPLF� UHODWLRQV� ZLWK
LQWHUPHGLDULHV�DQG�PRQH\OHQGHUV�

7KH�SURGXFWV�DUH�WKHQ�VROG�LQ�WKH�LQGXVWULDOL]HG�ZHVWHUQ�FRXQWULHV�DFFRPSDQLHG
E\� LQIRUPDWLRQ� LQGLFDWLQJ� KRZ� WKH� SULFH� SDLG� E\� WKH� ILQDO� FRQVXPHU� LV
GLVWULEXWHG� EHWZHHQ� WKH� GLIIHUHQW� SKDVHV� RI� SURGXFWLRQ� DQG� GLVWULEXWLRQ�
&RQVXPHUV�JHW�WR�NQRZ�LQ�ZKDW�ZD\V�WKH\�DUH�KHOSLQJ�SURGXFHUV�LQ�GHYHORSLQJ
FRXQWULHV��DQG�ZKDW�NLQG�RI�GLIIHUHQFH�WKH\�DUH�PDNLQJ�E\�EX\LQJ�
IDLUO\�WUDGHG

LQVWHDG� RI� FRQYHQWLRQDOO\� WUDGHG� SURGXFWV�� )DLU� 7UDGH� LV� QRW� YHU\� GLVVLPLODU
IURP� D� FHUWLILFDWH� RI� RULJLQ� OLNH� WKH� '2&�� 7KH\� DUH� ERWK� ODEHOLQJ� V\VWHPV
FHUWLI\LQJ�WKDW�SURGXFWV�SRVVHVV�FHUWDLQ�FKDUDFWHULVWLFV�±�RULJLQ�DQG�SURGXFWLRQ
WHFKQLTXH� LQ� WKH� FDVH� RI� WKH� '2&�� VRFLDO� SURPRWLRQ� DQG� EHWWHU� ZRUNLQJ
FRQGLWLRQV�IRU�)DLU�7UDGH�LQ�WKH�FDVH�RI�&220$3�±�IRU�ZKLFK�FRQVXPHUV�DUH
ZLOOLQJ�WR�SD\�D�SULFH�SUHPLXP�

&70�ERXJKW� EHWZHHQ��� DQG��� WRQV� RI� FDVKHZ�QXWV� SHU� \HDU� IURP�&220$3
EHWZHHQ������DQG�������,W�RIIHUHG������NJ�LQVWHDG�RI�WKH�DSSUR[LPDWHO\����NJ
ZKLFK�FRPSHWLWLYH� LQWHUQDWLRQDO�PDUNHWV�ZRXOG�KDYH�SDLG� ����SHU�FHQW�PRUH��
DQG�SDLG����SHU�FHQW�RI� WKH�YDOXH�RI� WKH�VKLSPHQW�EHIRUH�GHOLYHU\��DW� WKH�WLPH
WKH�RUGHU�ZDV�FRQILUPHG��'HVSLWH�WKH�VPDOO�VL]H�RI� WKH�RUGHU�� WKH�SURGXFW�ZDV
WKHQ�VROG�LQ�,WDO\�XQGHU�WKH�EUDQGHG�QDPH�RI�&220$3�

7KH� DERYH�PDUNHW� UHQW� JXDUDQWHHG� WR� &220$3� E\� WKH� 
)DLU� 7UDGH
� QHWZRUN
PLJKW�KDYH�HQFRXUDJHG�WKH�FR�RSHUDWLYH�WR�GHYHORS�D�
UHOD[HG
�DWWLWXGH�WRZDUGV
SURGXFWLYLW\�� 7KH� HYLGHQFH� ,� KDYH� RQ� WKLV� FR�RSHUDWLYH� JURXS� LV� DOO� LQ� WKH
RSSRVLWH� GLUHFWLRQ��$SDUW� IURP�HQWHULQJ� FROOHFWLYH� SURFHVVLQJ� RI� FDVKHZ�QXWV�
&220$3�KDV�SURYHG�YHU\�VXFFHVVIXO�DV�D�ILQDQFLDO�LQWHUPHGLDU\��,W�VWDQGV�RXW
IURP�RWKHU�FR�RSHUDWLYH�JURXSV�IRU�LWV�����SHU�FHQW� UHSD\PHQW� UHFRUG�DQG�KDV
WKXV� REWDLQHG� UHSHDWHG� ORDQV� IURP� WKH� 'HYHORSPHQW� %DQN� RI� WKH� 1RUWKHDVW
�%1%��� PDQ\� RI� ZKLFK� KDYH� EHHQ� SDVVHG� RQ� WR� LWV� IDUPHU�PHPEHUV�
FRQWULEXWLQJ�WR�WKHLU�FDSLWDOL]DWLRQ�

7KH� FR�RSHUDWLYH� KDV� EHHQ� DEOH� WR� XVH� LWV� UHSXWDWLRQ� IRU� FUHGLWZRUWKLQHVV�� WR
ODXQFK� QHZ� LQYHVWPHQW� SODQV�� 7KH� %1%� KDV� UHFHQWO\� DSSURYHG� DQRWKHU� ORDQ�
ILQDQFLQJ����RI� WKH�����DFWLYH�PHPEHUV�RI�&220$3� LQGLYLGXDOO\� WR�HQODUJH
WKHLU�FDVKHZ�SODQWDWLRQV�DQG�WR�EX\�VKHHS�DQG�JRDWV��7HQ�SHU�FHQW�RI�WKH�ORDQ
���������� ZLOO� ILQDQFH� WZR� FRPPXQLW\�OHYHO� IRRG� LQGXVWULHV�� SURFHVVLQJ� WKH
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IUXLW�RI�WKH�FDVKHZ��D�VHSDUDWH�SDUW�IURP�WKH�QXW��ZKLFK�LV�FXUUHQWO\�ZDVWHG�RU
XVHG�IRU�DQLPDO�IHHG�

:LWK� VWURQJ� H[WHUQDO� VXSSRUW� IURP� LQWHUQDWLRQDO� 1*2V�� &220$3� KDV�PDGH
JUHDW� DGYDQFHV� LQ� LWV� ILUVW� ILYH� \HDUV� RI� H[LVWHQFH�� 7KH� SRVLWLYH� UHVXOWV� RI
FROOHFWLYH� DFWLRQ�DUH� LQFUHDVLQJ� WKH� VFRSH� IRU� FR�RSHUDWLRQ�� WKURXJK� FROOHFWLYH
LQYHVWPHQWV��2WKHU�SRVLWLYH�DVSHFWV�RI�WKLV�JURXS�LQFOXGH��L��WKH�ZLOOLQJQHVV�RI
PHPEHUV� WR� OHDUQ� DQG� LPSURYH� WKHPVHOYHV� WKURXJK� WUDLQLQJ�� DQG� �LL�� LWV
GHPRFUDWLF�LQWHUQDO�GHFLVLRQ�PDNLQJ��RQ�ZKLFK�PRUH�EHORZ��

,,, +2:�','�,7�$//�67$57"

7KH�SUHFHGLQJ�VHFWLRQ�VKRXOG�KDYH�FRQYLQFHG�PRVW�UHDGHUV�WKDW�FRQQHFWLQJ�XS
ZLWK� SURWHFWHG� DQG� SURILWDEOH� PDUNHW� QLFKHV� FDQ� PDNH� D� UHDO� GLIIHUHQFH� IRU
SURGXFHUV� ORFDWHG� LQ� UHJLRQV� WKDW� ODFN�PDQ\� RI� WKH� UHVRXUFHV� QHFHVVDU\� WR� EH
FRPSHWLWLYH� LQ�PDQXIDFWXULQJ�� 7KH� ILUVW� TXHVWLRQ� ,� DVN� LQ� WKLV� VHFWLRQ� LV� KRZ
JURXSV�RI�SURGXFHUV�FDQ� LGHQWLI\�� FUHDWH�DQG�DFFHVV�VXFK�PDUNHW�QLFKHV��+RZ
KDYH�WKH�VXFFHVVIXO�FDVHV�EHHQ�DEOH�WR�GR�LW"

3HUKDSV�WKH�PRVW�LPSRUWDQW�SRLQW�WR�EH�PDGH�DERXW�SURWHFWHG�WUDGLQJ�FKDQQHOV
LV� WKDW� GLVFRYHULQJ� RU� FUHDWLQJ� WKHP� LV� RIWHQ� EH\RQG� RUGLQDU\� JURXSV� RI
SURGXFHUV� LQ�SRRU� DQG�PDUJLQDO� UHJLRQV�� 3URGXFHUV� RIWHQ� ODFN� LQIRUPDWLRQ� RQ
PDUNHW� WUHQGV�� DQG��PRUH� VSHFLILFDOO\�� ODFN�DQ�XQGHUVWDQGLQJ�RI� WKH�FXOWXUH�RI
PRUH�DGYDQFHG�FRQVXPHU�PDUNHWV��WKDW�ZRXOG�KHOS�WKHP�LGHQWLI\�WKRVH�QLFKHV�
7KH\�FDQQRW�EH�H[SHFWHG�WR�FRPH�XS�E\�WKHPVHOYHV�ZLWK�PDUNHWLQJ�VROXWLRQV�RI
WKH� NLQGV� SUHVHQWHG� DERYH�� WKDW� ZRXOG� FUHDWH� D� UHDO� GLVFRQWLQXLW\� ZLWK� WKHLU
FXUUHQW�VWDWH�RI�SRYHUW\�

7KH�SURGXFHUV�,�DQDO\VH�LQ�WKLV�SDSHU�KDYH�EHHQ�DEOH�WR�HQWHU�KLJKO\�SURILWDEOH
DQG�UHODWLYHO\�SURWHFWHG�PDUNHW�QLFKHV�WKDQNV�WR�WKH�LQLWLDWLYHV�RI�RXWVLGHUV��,Q
VRPH� FDVHV�� DW\SLFDO� PDUNHWLQJ� LQWHUPHGLDULHV� OLNH� 1*2V� KDYH� SURYLGHG� WKH
OLQN� ZLWK� WKH� SURILWDEOH� QLFKHV�� ,Q� RWKHUV�� WKH� PRVW� DPELWLRXV� DQG� IRUZDUG�
ORRNLQJ�JURXS�PHPEHUV�KDYH�GHYLVHG�WKH�PDUNHWLQJ�VWUDWHJ\�ZLWK� WKH� VXSSRUW
RI� RXWVLGHUV�� /HDGHUV� DQG� LQWHUPHGLDULHV� DUH� WKH� NH\� WR� WKH� HFRQRPLF
GHYHORSPHQW�RI�WKHVH�JURXSV�

��� 0DUNHWLQJ�LQWHUPHGLDULHV

,Q� WKH�QRUWKHDVW�%UD]LOLDQ�FDVHV�PDUNHWLQJ� LQWHUPHGLDULHV�ZHUH� WKH� NH\� WR� WKH
HFRQRPLF� VXFFHVV� RI� WKH� SURGXFHUV�� 7KH� VXFFHVV� RI� WKH� FDVKHZ� SURGXFHUV� RI
&220$3� FRPHV� IURP� D� PDUNHWLQJ� V\VWHP� WKDW� VSULQJV� RXW� RI� D� GHYHORSHG
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ZRUOG� FXOWXUDO� PRYHPHQW�� ZKRVH� DOWUXLVWLF� PHWKRGV� DQG� JRDOV� WKH� FDVKHZ
SURGXFHUV�FRXOG�KDUGO\�XQGHUVWDQG�LQ�IXOO��,W�ZDV�DJHQWV�H[WHUQDO�WR�WKH�JURXS�
WKH�&DWKROLF�&KXUFK�DQG�WKH�,WDOLDQ�1*2�&70��ZKLFK�LQWURGXFHG�WKHP�WR�WKLV
SURWHFWHG�DQG�VXEVLGL]HG�PDUNHW�QLFKH��7KH�KLJKHU�SURILWV�DQG�EHWWHU� WHUPV�RI
WUDGH�JXDUDQWHHG�E\�&70�JDYH�WKH�ORFDO�SURGXFHUV�D�FKDQFH�WR�DFFXPXODWH�DQG
LQYHVW� LQ� FROOHFWLYH� SURGXFWLYH� FDSDFLW\� WKDW� ZDV� QRW� DYDLODEOH� RQ� WKH� RSHQ
FRPSHWLWLYH� PDUNHW� IRU� FDVKHZ� QXWV���� %\� WKHPVHOYHV�� WKH� SURGXFHUV� ZRXOG
QHYHU�KDYH�EHHQ�DEOH�WR�GLVFRYHU�RU�DFFHVV�WKLV�1*2�QHWZRUN��WKH\�ODFNHG�WKH
QHFHVVDU\�LQIRUPDWLRQ�DQG�FRQWDFWV�

&220$3
V�HQFRXQWHU�ZLWK� WKH�IDLU� WUDGH�QHWZRUN�DQG�&70�ZDV�EURNHUHG�E\
WKH�&DWKROLF�&KXUFK��ZKRVH� OHDGHUVKLS� DW� WKH� ORFDO� OHYHO� LV� FRPPLWWHG� WR� WKH
VRFLDO�DQG�HFRQRPLF�SUREOHPV�RI�WKH�SRRU��7KH�ORFDO�FKXUFK�FDQ�EH�VHHQ�DV�DQ
LPSRUWDQW� H[WHUQDO� GHYHORSPHQW� DJHQW� LQ� WKH� UHJLRQ�� RQH� WKDW�� EHFDXVH� RI� LWV
LQWHUQDWLRQDO� OLQNDJHV��KDV�RSHQHG�XS� WKH�XQLTXH�SRVVLELOLWLHV�RI� WKH� IDLU� WUDGH
QHWZRUN�

&220$3�LV�DQ�H[DPSOH�RI�D�JURXS�WKDW�KDV�WDNHQ�DGYDQWDJH�RI�DQ�RSSRUWXQLW\
SUHVHQWHG�WR� LW�E\� LQWHUPHGLDULHV��$3$(%��WKH�ROGHU�FR�RSHUDWLYH� WUDGLQJ�VLVDO
FDUSHWV� LV�GLIIHUHQW� LQ� WKDW� LW�KDV�SOD\HG�D�PRUH� DFWLYH� UROH� LQ� FRQVWUXFWLQJ� LWV
PDUNHWLQJ� FKDQQHOV�� ,W� JLYHV� XV� D�PRUH� RSWLPLVWLF� SLFWXUH� RI� WKH� SRVVLELOLWLHV
RSHQ� WR�SURGXFHU�JURXSV� IRU�DFWLYHO\�SXUVXLQJ�FRPPHUFLDO� VXFFHVV��+RZHYHU�
$3$(%� EHQHILWHG� IURP� WKH� VHUYLFHV� RI� H[WHUQDO� PDUNHWLQJ� DJHQWV�� ,WV� FDVH�
WKHUHIRUH��DOVR�UHLQIRUFHV�WKH�LGHD�WKDW�JURXSV�QHHG�H[WHUQDO�KHOS�ZLWK�FROOHFWLYH
PDUNHWLQJ��2QH�FRXOG�SUREDEO\�DUJXH� WKDW� WKH� UHDO�FDXVH�RI�$3$(%
V�VXFFHVV
ZDV� LWV� DELOLW\� WR� LQFRUSRUDWH� WKHVH� LQWHUPHGLDULHV� LQ� LWV� VWUXFWXUH�� DQG� HQOLVW
WKHP�LQ�WKH�FDXVH�RI�LWV�HFRQRPLF�GHYHORSPHQW�

([WHUQDO�PDUNHWLQJ�DJHQWV�SURYLGHG�D�FULWLFDO�LQSXW�IRU�WKH�GHYHORSPHQW�SURFHVV
RI�$3$(%��EXW�RQO\�DW�WKH�HQG�RI�D�ORQJ�VWUXJJOH�E\�WKH�SURGXFHUV�WR�DUULYH�DW
VXFK�D�VROXWLRQ��&UHDWHG�LQ�������WKH�DVVRFLDWLRQ�VWDUWHG�WR�PDUNHW�LWV�PHPEHUV

VLVDO�FROOHFWLYHO\�LQ�WKH�PLG�HLJKWLHV��EXW�WKH�SULFHV�LW�ZDV�DEOH�WR�REWDLQ�RQ�WKH
ORFDO� PDUNHWV� ZHUH� LQVXIILFLHQW� WR� VWDUW� D� SURFHVV� RI� DFFXPXODWLRQ� DQG
GHYHORSPHQW�� $IWHU� D� ORQJ� EXUHDXFUDWLF� VWUXJJOH� WR� REWDLQ� WKH� QHFHVVDU\
SHUPLWV��$3$(%�PDGH�LWV�ILUVW�GLUHFW�H[SRUWV�LQ� WKH� ODWH�����V��EXW� LW�ZDV�QRW

������������������������������������������
����,Q�WKH�LQWHUQDWLRQDO�PDUNHW��EX\HUV�UHTXLUH�WKDW�VXSSOLHUV�VHOO�DW�OHDVW����WRQV�RI�QXW��D�IXOO
FRQWDLQHU��IRU�ZKLFK�WKH\�SD\�DW�GHOLYHU\�LWV�IXOO�YDOXH�RI�DERXW����������7KH�ZRUNLQJ�FDSLWDO
QHFHVVDU\�WR�EX\�IURP�IDUPHUV�HQRXJK�UDZ�SURGXFW�WR�PHHW�VXFK�D�ELJ�RUGHU��DQG�WKH�FRVW�RI
ODERXU�WR�SURFHVV�LW��ZRXOG�EH�SURKLELWLYH�IRU�D�VPDOO�RUJDQL]DWLRQ�WKDW�GRHV�QRW�KDYH�DFFHVV
WR�FKHDS�DQG�HIILFLHQW�VRXUFHV�RI�ILQDQFLQJ��RU�GRHV�QRW�KDYH�WKH�FDSDFLW\�WR�FRQGXFW�GHOLFDWH
ILQDQFLDO� RSHUDWLRQV�� &70� KDV� KHOSHG� HQRUPRXVO\� ZLWK� WKH� ��� SHU� FHQW� DGYDQFH� RQ
SD\PHQWV��ZLWK�WKH�KLJKHU�SULFH��DQG�ZLWK�WKH�VPDOOHU�VL]H�RI�LWV�RUGHUV�
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FRQWHQW� ZLWK� EHLQJ� D� VLPSOH� H[SRUWHU� RI� UDZ� PDWHULDO�� 7KH� FRQWDFWV� LW� KDG
GHYHORSHG� ZLWK� LQWHUQDWLRQDO� GRQRUV�� DQG� ZLWK� WKH� ORFDO� GHYHORSPHQW� EDQN�
VXJJHVWHG� WR� WKH� OHDGHU� RI� $3$(%� D� QHZ�� PRUH� DPELWLRXV� SURMHFW� WR
LQGXVWULDOL]H�VLVDO�ORFDOO\��7KH�OHDGHU�RI�$3$(%�ZDV�D�PHPEHU�RI�D�UHODWLYHO\
ZHOO�RII�ORFDO�IDPLO\�ZKR�KDV�EHHQ�YHU\�LQYROYHG�LQ�ORFDO�OHYHO�1*2V�

7KH�WXUQLQJ�SRLQW�LQ�WKH�JURXS
V�KLVWRU\�LV�UHSUHVHQWHG�E\�WKH�PRPHQW�WKH�OHDGHU
RI�$3$(%�FDPH�DFURVV�DQ�LQWHUQDWLRQDO�WUDGLQJ�ILUP�EDVHG�LQ�WKH�VWDWH�FDSLWDO�
6DOYDGRU�� ZKLFK� HQGHG� XS� ZRUNLQJ� DV� $3$(%
V� PDUNHWLQJ� RIILFH�� 7KLV� ILUP
SURYLGHG� WKH� QHFHVVDU\� EULGJH� EHWZHHQ� WKH� ZRUOG� RI� 1*2V� DQG� UXUDO
GHYHORSPHQW�RUJDQL]DWLRQV��RI�ZKLFK�$3$(%�LV�D�SDUW��DQG�WKH�ZRUOG�RI�SURILW�
VHHNLQJ� LQWHUQDWLRQDO� EXVLQHVV�� 8SRQ� YLVLWLQJ� $3$(%�� WKH� LQWHUQDWLRQDO� ILUP
ZDV� SHUVXDGHG� RI� WKH� YLDELOLW\� RI� WKH� LQLWLDWLYH� E\� WKH� HQWKXVLDVP� RI� LWV
PHPEHUV��DQG�SUREDEO\�DOVR�E\�WKH�NQRZOHGJH�WKH\�KDG�RI�WKH�JURZLQJ�GHPDQG
IRU�VLVDO�SURGXFWV��7KH\�WKXV�VWDUWHG�ZRUNLQJ�IRU�$3$(%�DV�FRQVXOWDQWV�

$IWHU�EULHI�PDUNHW�UHVHDUFK��WKH�FRQVXOWDQWV�GHFLGHG�WR�UHFRPPHQG�VLVDO�FDUSHWV
ZKLFK� SURPLVHG� UHDOO\� LQWHUHVWLQJ� PDUNHW� GHYHORSPHQWV� LQ� WKH� OLJKW� RI
LQWHUQDWLRQDO�WUHQGV�WRZDUGV�WKH�XVH�RI�QDWXUDO�IDEULFV�LQ�KRPH�IXUQLWXUH��$W�WKH
HQG�RI�������ZLWK�WKH�KHOS�RI�WKH�FRQVXOWDQWV��$3$(%�VXEPLWWHG�D�SURSRVDO�WR
WKH� %1%� IRU� D� ���� PLOOLRQ� GROODU� ORDQ� WR� EXLOG� D� VLVDO� FDUSHW� IDFWRU\�� $IWHU
IDFWRU\� SURGXFWLRQ� EHJDQ� LQ� ������ LW�ZDV� LPPHGLDWHO\� FOHDU� WKDW� WKH� FDSDFLW\
LQVWDOOHG�QHHGHG�WR�EH�H[SDQGHG�LQ�RUGHU�WR�VDWLVI\�WKH�GHPDQG��%\�WKLV�WLPH�WKH
ILUP�KDG�EHFRPH�VR�LQYROYHG�LQ� WKH�SURMHFW� WKDW� LW�RIIHUHG�SDUW�RI� LWV�SURSHUW\
�ZRUWK�DERXW�����������DV�D�JXDUDQWHH�IRU�D�VHFRQG�%1%�ORDQ��RI������PLOOLRQ�
7RGD\��WKH�ILUP�KDV�EHFRPH�LQGLVWLQJXLVKDEOH�IURP�$3$(%��DOWKRXJK�LW�LV�VWLOO
IRUPDOO\� D� VHSDUDWH� HQWHUSULVH�� $3$(%� KDV� SHUPDQHQWO\� KLUHG� LW� RQ� D� VDODU\
EDVLV�DQG�XVHV�LW�DV�D�VDOHV�RIILFH��WHFKQLFDO�DGYLVRU�DQG�PDQDJHPHQW�VWDII�

2QH�FDQ�VHH�IURP�WKLV�VWRU\�WKDW�$3$(%��WKURXJK�D�PRUH�WRUWXRXV�SURFHVV��KDV
FUHDWHG� IRU� LWVHOI� ZKDW� &220$3� IRXQG� IURP� LWV� VWDUW�� D� GHYHORSPHQWDO
LQWHUPHGLDU\�� L�H�� RQH� WKDW� KDV� DQ� LQWHUHVW� LQ� WKH� JURZWK� RI� LWV� VXSSOLHUV�� DQG
SURYLGHV�WKHP�ZLWK�HFRQRPLF�RSSRUWXQLWLHV�XVXDOO\�XQDYDLODEOH�RQ�FRPPRGLW\
PDUNHWV�� 'HVSLWH� WKHLU� YHU\� GLIIHUHQW� HFRQRPLF� QDWXUH�� WKH� WZR� W\SHV� RI
LQWHUPHGLDULHV�HQGHG�XS�SHUIRUPLQJ�YHU\�VLPLODU�IXQFWLRQV��,W�LV�WKH�UROH�SOD\HG
E\� WKH� LQWHUPHGLDULHV� WKDW� VWDQGV� RXW� DV� D� ODUJH� SDUW� RI� WKH� UHDVRQ�ZK\� WKHVH
FDVHV� DUH� VR� VXFFHVVIXO� UHODWLYH� WR� RWKHU� SURGXFHU� DVVRFLDWLRQV� LQ� QRUWKHDVW
%UD]LO�

��� /HYHUDJLQJ�WKH�OHDGHUV

7KH�FDVH�RI� WKH�EXIIDOR�PR]]DUHOOD�FKHHVH�SURGXFHUV� LV�VOLJKWO\�GLIIHUHQW��7KH
HFRQRPLF�VXFFHVV�RI�WKLV�JURXS�GLG�QRW�GHSHQG�RQ�WKH�UROH�RI�D�SDUWLFXODU�W\SH
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RI�LQWHUPHGLDU\��EXW�RQ�WKH�SURGXFW
V�UHSXWDWLRQ�IRU�TXDOLW\�WKDW�WKH�FRQVRUWLXP
DFWHG�WR�SURWHFW��DQG�XQHTXLYRFDOO\�DVVRFLDWH�ZLWK�D�ZHOO�GHILQHG�JHRJUDSKLFDO
DUHD�RI�SURGXFWLRQ��%XIIDOR�PR]]DUHOOD�SURGXFHUV�PDUNHW�LQGLYLGXDOO\�WKURXJK�D
FRQYHQWLRQDO� FKDLQ� RI� ZKROHVDOHUV�� GHSDUWPHQW� VWRUHV�� DQG� WKH� OLNH�� 7KH
LQWHUHVWLQJ�TXHVWLRQ�DULVLQJ�IURP�WKLV�FDVH�LV�ZK\�WKLV�JURXS�RI�SURGXFHUV�ZDV
DEOH�WR�GHYLVH�VXFK�DQ�DVWXWH�FROOHFWLYH�GHYHORSPHQW�VWUDWHJ\�QHYHUWKHOHVV��:K\
ZHUH� WKH\� QRW� FRQVWUDLQHG� E\� WKH� OLPLWHG� LPDJLQDWLYH� FDSDFLW\� WKDW� RIWHQ
FKDUDFWHUL]HV� JURXSV� RI� SURGXFHUV� LQ� OHVV� GHYHORSHG� DUHDV"� ,I� ZH� IRFXV� RXU
DWWHQWLRQ� RQ� KRZ� WKH� FRQVRUWLXP� ZDV� FUHDWHG�� WKH� GLVVLPLODULW\� ZLWK� WKH� WZR
RWKHU�SURGXFHU�JURXSV�DQDO\VHG�DERYH�EHFRPHV�OHVV�

7KH�PRGHUQL]LQJ�HFRQRPLF�DJHQWV�LQ�WKH�PR]]DUHOOD�SURGXFWLRQ�FKDLQ�ZHUH�WKH
PRVW�SURPLQHQW�PHPEHUV�RI�WKH�JURXS�RI�EXIIDOR�UDQFKHUV��ZLWK� WKH�KHOS�RI�D
OLYHVWRFN�H[SHUW��D�XQLYHUVLW\�SURIHVVRU�DW� WKH� ORFDO�8QLYHUVLW\�RI�1DSOHV��7KH
VWURQJ� OLQNDJHV� KH� GHYHORSHG�ZLWK� WKH�ZRUOG� RI� EXIIDOR� UDQFKLQJ� DW� WKH� ORFDO
OHYHO��D�IRUWXQDWH�H[FHSWLRQ�E\�,WDOLDQ�VWDQGDUGV��FRXOG�EH�LQ�SDUW�H[SODLQHG�E\
WKH�IDFW�WKDW�KLV�IDPLO\�XVHG�WR�RZQ�EXIIDOR�ODQG�LQ�HDUOLHU�JHQHUDWLRQV�

7KH� XQLYHUVLW\� SURIHVVRU� VWDUWHG� E\� RIIHULQJ� IUHH� WHFKQLFDO� DVVLVWDQFH� WR� WKH
ODUJHVW� HQWHUSULVHV�� LQ� H[FKDQJH� IRU� WKH� SRVVLELOLW\� RI� FRQGXFWLQJ� H[SHULPHQWV
RQ� WKHLU� IDUPV�� 7KH� ([WHQVLRQ� 6HUYLFH� RI� WKH�8QLYHUVLW\� RI�1DSOHV�� FXUUHQWO\
KHDGHG� E\� WKH� SURIHVVRU
V� PDLQ� SXSLO�� VWLOO� ZRUNV� RQ� WKH� EDVLV� RI� WKH� VDPH
LQIRUPDO�DUUDQJHPHQW��7KLV�FROODERUDWLRQ�EHWZHHQ�SXEOLF�XQLYHUVLW\�DQG�SULYDWH
ILUPV�UHVXOWHG�LQ�VLJQLILFDQW�SURGXFWLYLW\�LQFUHDVHV���

7KH�XQLYHUVLW\�SURIHVVRU�FKDLUHG�WKH�:RUOG�$VVRFLDWLRQ�RI�%XIIDOR�)DUPHUV�IRU
PDQ\�\HDUV� DQG�RUJDQL]HG�PDQ\� VHPLQDUV� DQG� FRQIHUHQFHV� RQ� WKH� VXEMHFW�� ,Q
WKLV� UROH� KH� GHYHORSHG� LQWHUQDWLRQDO� FRQQHFWLRQV� DQG� FROODERUDWHG�ZLWK�ZRUOG
H[SHUWV�LQ�WKH�VXEMHFW��EULQJLQJ�WKHP�WR�WKH�IDUPV�RI�KLV�IULHQGV�HQWUHSUHQHXUV�
+H�LV� WKH�SHUVRQ�ZKR�WRRN�WKH�ILUVW� LQLWLDWLYH� WR�FUHDWH� WKH�&RQVRUWLXP�IRU� WKH
3URPRWLRQ� RI� %XIIDOR�0R]]DUHOOD� LQ� ������ 
ZLWK� WHQ� RI� WKH� ODUJHVW� DQG� PRUH
PRGHUQ�IDUPHUV
���

������������������������������������������
����7KH�PRVW�LPSRUWDQW�RI�WKHVH�LQQRYDWLRQV�LQYROYHV�WKH�PDQDJHPHQW�RI�SUHJQDQFLHV��7KLV
DGGUHVVHV� WKH� SUREOHP� FUHDWHG� E\� WKH� VHDVRQDO� YDULDELOLW\� RI� PLON� SURGXFWLRQ�� OHIW� WR
WKHPVHOYHV�EXIIDORHV�JLYH�ELUWK�LQ�WKH�DXWXPQ��DQG�WKHUHIRUH�FRQFHQWUDWH�PLON�SURGXFWLRQ�LQ
WKH� ZLQWHU� PRQWKV�� ZKHQ� WKH� GHPDQG� IRU� PR]]DUHOOD� FKHHVH� LV� ORZ�� 7KLV� FUHDWHV� DQ
LQVXIILFLHQW�VXSSO\� LQ� WKH�VXPPHU�ZKHQ� WKH�GHPDQG�IRU� WKH�SURGXFW� LV�KLJK��$V�D� UHVXOW�RI
PRUH�WKDQ����\HDUV�RI�H[SHULPHQWDWLRQ�DQG�H[WHQVLRQ��DERXW����SHU�FHQW�RI�WKH�IDUPHUV�WRGD\
DGRSW�D�WHFKQLTXH�WKDW�VSUHDGV�WKH�VXSSO\�RI�EXIIDOR�PLON�PRUH�HYHQO\�DFURVV�WKH�\HDU��7KH
PRUH�FRQVWDQW�DYDLODELOLW\�RI�PLON��LQ�LWV�WXUQ��UHGXFHV�WKH�LQFHQWLYHV�IRU�SURGXFW�DGXOWHUDWLRQ�
DQG�WKH�XVH�RI� LPSURSHU� LQSXWV� OLNH�IUR]HQ�EXIIDOR�PLON�WKDW�ZRXOG�VLJQLILFDQWO\�UHGXFH�WKH
TXDOLW\�RI�PR]]DUHOOD�
����4XRWHG�IURP�P\�SHUVRQDO�FRQYHUVDWLRQ�ZLWK�3URI��'H�)UDQFLVFLV�
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$PRQJ� WKH� IRXQGHUV� RI� WKH� FRQVRUWLXP� ZDV� WKH� PRVW� LQQRYDWLYH� EXIIDOR
PR]]DUHOOD� IDUPHU±ZKR� ZDV� WKH� ILUVW� WR� LQWURGXFH� PHFKDQLFDO� PLONLQJ� RI
EXIIDORHV�LQ�WKH�����V��$QRWKHU�RI�WKH�PRGHUQL]LQJ�SLRQHHUV�RI�WKH�FRQVRUWLXP
ZDV�YHU\�DFWLYH�LQ�SROLWLFV�DW�WKH�QDWLRQDO�OHYHO��+H�VXSSRUWHG�WKH�LQGXVWU\�ZKHQ
KH� EHFDPH� WKH� 0LQLVWHU� RI� $JULFXOWXUH�� DQG� WKHQ� WKH� OHDGHU� RI� WKH� 1DWLRQDO
$VVRFLDWLRQ� RI� )DUPHUV�� $V� 0LQLVWHU�� KLV� VLJQDWXUH� DSSHDUV� XQGHU� WKH� ����
GHFUHH�DVVLJQLQJ�WKH�'2&�WR�EXIIDOR�PR]]DUHOOD�

:KDW� FRPHV� RXW� RI� WKLV� VNHWFKHG� DFFRXQW� RI� WKH� PRGHUQL]DWLRQ� RI� WKH
PR]]DUHOOD� LQGXVWU\� LV� WKH� SLFWXUH� RI� D� GHYHORSPHQWDO� HOLWH� FRPSRVHG� RI� WKH
ODUJHVW� IDUPHUV� DQG� D� IHZ� SURPLQHQW� RXWVLGHUV��2QO\� D� KDQGIXO� RI� ODUJH�VFDOH
FRPPHUFLDO�IDUPHUV�SHUFHLYHG�WKH�QHFHVVLW\�WR�SURWHFW�DQG�SURPRWH�PR]]DUHOOD
HDUO\� LQ� WKH�����V��ZLWK� WKH�KHOS�RI�D�ZHOO�LQIRUPHG�DQG�HGXFDWHG�RXWVLGHU� LQ
WKH� IRUP� RI� WKH� XQLYHUVLW\� SURIHVVRU�� 7KH� PDMRULW\� RI� VPDOO�VFDOH� EXIIDOR
UDQFKHUV� DQG� GDLU\� ILUPV� ZHUH� LQLWLDOO\� YHU\� VNHSWLFDO� DERXW� WKH� FRQVRUWLXP�
'LIIHUHQFHV� LQ� VRFLDO� VWDWXV� DPRQJ� WKH� SURGXFHUV�� DQG� WKH� QDWXUH� RI� WKH
UHODWLRQVKLS�EHWZHHQ�WKHP��HYHQWXDOO\�KHOSHG�PDQ\�RI�VPDOO�IDUPHUV�DQG�GDLU\
ILUPV� WR� DFFHSW� WKH� LGHD� RI� D� FROOHFWLYH� LQVWLWXWLRQ� WKDW�ZDV� GHYLVHG� E\� D� IHZ
ODUJH�ODQGRZQHUV�

7KH�IHZ�ODUJHU�IDUPHUV�WKDW�ZHUH�UHVSRQVLEOH�IRU�WKH�FUHDWLRQ�RI�WKH�FRQVRUWLXP
FRQVLGHU�WKHPVHOYHV�KLJKHU�LQ�VWDWXV�WKDQ�WKH�PDMRULW\�RI�WKH�EXIIDOR�UDQFKHUV�
7KH\� DUH� DOVR� EHWWHU� FRQQHFWHG� WR� WKH� SURIHVVLRQDO� DQG� SXEOLF� VHFWRU� PLOLHX�
ZKHUH�WKH\�SURPRWH�WKHLU�LQWHUHVWV�DQG�YRLFH�WKHLU�FODLPV�ZLWKRXW�DQ\�VHQVH�RI
LQIHULRULW\�� 7KH� VPDOOHU� IDUPHUV�� EHIRUH� WKH� FRQVRUWLXP� ZDV� ODXQFKHG�� KDG
DOUHDG\� KDG� WKH� FKDQFH� WR� H[SHULPHQW� RQ� WKHLU� IDUPV� ZLWK� WKH� FDWWOH�UDLVLQJ
WHFKQLTXHV�GHYHORSHG�E\�WKH�IHZ�ODUJHVW�UDQFKHV��)RU�WKLV�UHDVRQ��DQG�EHFDXVH
RI� WKHLU� GHIHUHQFH� WRZDUGV� WKH� ODUJHU� IDUPHUV�� WKH\� ZHUH� RSHQ� WR� LQLWLDWLYHV
WDNHQ� E\� WKH� UDQFKLQJ� HOLWH� DV� VRPHWKLQJ� WKDW� FRXOG� DOVR� EH� LQ� WKHLU� LQWHUHVW�
6RPHZKDW�SDUDGR[LFDOO\��WKH�GLVSDULW\�LQ�VRFLDO�VWDWXV�EHWZHHQ�EXIIDOR�UDQFKHUV
IDFLOLWDWHG�WKH�DGRSWLRQ�RI�WKH�QHZ�SURGXFW�GHYHORSPHQW�VWUDWHJ\��JLYLQJ�ODUJHU
IDUPHUV� WKH� VHOI�FRQILGHQFH� WR� WDNH� WKH� LQLWLDWLYH� LQ� WKH� LQWHUHVWV� RI� WKH� HQWLUH
JURXS��DQG�JLYLQJ�VPDOOHU�IDUPHUV�D�FHUWDLQ�GHJUHH�RI�WUXVW�LQ�WKH�LQLWLDWLYH�

7KH�VLPXOWDQHRXV�UHDGLQJ�RI�WKH� WKUHH�FDVHV�SUHVHQWHG�DERYH� OHDYHV�XV�ZLWK�D
PRUH� JHQHUDO� ILQGLQJ� DERXW� WKH� FRQVWUXFWLRQ� RI� PDUNHW� DGYDQWDJH�� 2UGLQDU\
JURXSV�RI�XQLQIRUPHG�SURGXFHUV�LQ�XQGHUGHYHORSHG�DUHDV�FDQQRW�EH�H[SHFWHG�WR
GLVFRYHU�DQG�RFFXS\�SURILWDEOH�PDUNHW�QLFKHV�XQOHVV�WKH\�UHFHLYH�VRPH�VRUW�RI
H[WHUQDO�KHOS��7KH�HFRQRPLF�DJHQWV�ZKR�KDYH�SURYHG�WR�EH�FDSDEOH�RI�VWDUWLQJ
VXFK� VWUDWHJLHV� RI� SURGXFW� GLIIHUHQWLDWLRQ� RU� QLFKH� PDUNHWLQJ� DUH� XVXDOO\� QRW
URRWHG�LQ�ORFDO�SURGXFWLRQ�V\VWHPV�RI�OHVV�GHYHORSHG�DUHDV��7KH\�DUH�HLWKHU�WRWDO
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RXWVLGHUV�WR�JURXSV��DV�LQ�WKH�FDVH�RI�WKH�DXWRQRPRXV�PDUNHWLQJ�LQWHUPHGLDULHV
GHVFULEHG�DERYH��RU�WKH�PRVW�SRZHUIXO�DQG�ZHOO�LQIRUPHG�PHPEHUV�RI�JURXSV�
ZKR�SRVVHVV�WKH�QHFHVVDU\�FRQQHFWLRQV�ZLWK�GLIIHUHQW�VRFLDO�PLOLHX�

2QH� OLNHO\� VHTXHQFH� RI� SURGXFW� XSJUDGLQJ�� VHHQ� DW� ZRUN� LQ� WKH� FDVHV� RI
PR]]DUHOOD� DQG� VLVDO�� UHTXLUHV� WKH� SDUWLFLSDWLRQ� RI� ERWK� WKH� HGXFDWHG� DQG
PRGHUQL]LQJ� OHDGHUVKLS�RI� WKH� JURXSV�� DQG�ZHOO�FRQQHFWHG� H[WHUQDO� DJHQWV� RU
LQWHUPHGLDULHV�� *URXS� OHDGHUV� DUH� PRVW� OLNHO\� WR� WDNH� WKH� LQLWLDWLYH� LQ� WKH
LQWHUHVWV� RI� RWKHU� JURXS�PHPEHUV�� RU� WR� DOO\� WKHPVHOYHV�ZLWK� H[WHUQDO� DJHQWV
ZKR� FDQ� JLYH� WKHP� DFFHVV� WR� SURGXFW� XSJUDGLQJ� DQG�RU� KLJK�SULFH� QLFKH
VWUDWHJLHV�� ,Q� WKH� FDVH� RI� WKH� ,WDOLDQ� PR]]DUHOOD� SURGXFHUV� WKH� SURIHVVRU�� DQ
RXWVLGHU� ZKR� XQGHUVWDQGV� WKH� FXOWXUH� RI� WKH� UDQFKHUV� EHFDXVH� RI� KLV� IDPLO\
EDFNJURXQG�� XVHG� WKH� FRQWDFWV� KH� KDG� ZLWK� WKH� ULFKHVW� DQG� PRVW� DGYDQFHG
SURGXFHUV�� WR� LQWURGXFH� LPSURYHPHQWV� LQ� SURGXFW� TXDOLW\� DQG� SURGXFWLRQ
WHFKQLTXHV�WKDW�EHQHILWHG�WKH�HQWLUH�FDWHJRU\�RI�SURGXFHUV�

$� VLPLODU� DOOLDQFH� DOVR� WRRN� SODFH� LQ� WKH� FDVH� RI� WKH� %UD]LOLDQ� FR�RSHUDWLYH
PDQXIDFWXULQJ� VLVDO� FDUSHWV�� ZKRVH� VXFFHVVIXO� VWUDWHJ\� RI� ORRNLQJ� IRU� DOOLHV
DPRQJ�LQWHUQDWLRQDO� WUDGHUV�GLG�QRW�FRPH�IURP�WKH�PHPEHUVKLS�EDVH��EXW�ZDV
WKH� LQLWLDWLYH� RI� D� SDUWLFXODUO\� G\QDPLF� DQG� PRWLYDWHG� OHDGHU�� 0RVW� RI� WKH
PHPEHUV�ZRXOG�SUREDEO\�KDYH�GLVDJUHHG�ZLWK�LW�LI�LW�KDG�EHHQ�WKRURXJKO\�DQG
GHPRFUDWLFDOO\�GLVFXVVHG��7KH�FUHDWLRQ�RI�D�SDUWQHUVKLS�ZLWK�D�WUDGLQJ�ILUP��WKDW
KDV� EHHQ� IXQGDPHQWDO� IRU� WKLV� H[SRUW� VXFFHVV�� KDV� UHTXLUHG� RYHUFRPLQJ� WKH
KRVWLOLW\� DJDLQVW� PDUNHWLQJ� LQWHUPHGLDULHV� WKDW� FKDUDFWHUL]HV� PHPEHUV� RI
$3$(%� DV�PXFK� DV� WKH�PHPEHUV� RI� RWKHU� JUDVVURRWV� RUJDQL]DWLRQV�� $3$(%
PHPEHUV� RULJLQDOO\� JRW� WRJHWKHU� WR� JLYH� WKHPVHOYHV� DQ� DOWHUQDWLYH� WR� WKH
VWUDQJOHKROG�RI�ORFDO�OHYHO�WUDGHUV��DQG�WKHUHIRUH�WHQG�WR�EHOLHYH�WKDW�PDUNHWLQJ
LQWHUPHGLDULHV�DUH�WKH�FDXVH�RI�WKH�UXUDO�SURGXFHUV
�VWDWH�RI�GHSHQGHQF\��DQG�QRW
WKH�VROXWLRQ�

��� +RPRJHQHLW\�RI�LQWHUHVWV��H[FOXVLRQDU\�SROLFLHV��DQWDJRQLVWLF�LGHRORJ\

'LYLVLRQV� LQWHUQDO� WR� WKH� JURXSV� KDYH� ZRUNHG� LQ� IDYRXU� RI� HFRQRPLF
GHYHORSPHQW� LQ� WKH� H[DPSOHV� DERYH� DV� WKH\� KDYH�KHOSHG� IUHH� XS� WKH� FUHDWLYH
HQHUJLHV� RI� WKH� EULJKWHVW� DQG�PRVW� LQYHQWLYH� JURXS�PHPEHUV�� 7KLV� UDLVHV� WKH
TXHVWLRQ�RI�ZKHWKHU�LQWHUQDO�JURXS�HTXDOLW\�LV�EDG�IRU�SURGXFHU�RUJDQL]DWLRQV��,W
LV�FOHDU�WKDW�VRPH�GHJUHH�RI�KRPRJHQHLW\�RI�LQWHUHVWV�DQG�YDOXHV�DPRQJ�JURXS
PHPEHUV� LV� QHFHVVDU\� WR� NHHS� WKH� SURGXFHUV
� RUJDQL]DWLRQV� XQLWHG�� 6KDUHG
HFRQRPLF�LQWHUHVWV�DPRQJ�PHPEHUV�IDFLOLWDWH�WKH�WDVN�RI�PDQDJLQJ�WKH�JURXSV
E\� UHGXFLQJ� WKH� QXPEHU� RI� FRQIOLFWLQJ� JRDOV� WKDW� WKH� RUJDQL]DWLRQV� SXUVXH�
+RZHYHU��LW�PD\�DOVR�EH�YDOXDEOH�WR�KDYH�DQ�RUJDQL]DWLRQ�LQ�ZKLFK�WKH�OHDGHUV
DUH�FOHDUO\�VHSDUDWHG�IURP�WKH�UDQN�DQG�ILOH��+RPRJHQHLW\�RI�FHUWDLQ�NLQGV�PD\
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DOORZ� JURXSV� WR� WUDQVIHU� PDQDJHPHQW� UHVSRQVLELOLWLHV� WR� JURXS� OHDGHUV�� DQG
PDNH�WKH�WDVN�RI�PRQLWRULQJ�WKH�UHVXOWV�RI�WKHLU�DFWLYLW\�HDVLHU�

+RPRJHQHLW\�RI�LQWHUHVWV��RI�VRFLRHFRQRPLF�VWDWXV��RI�YDOXHV��DPRQJ�PHPEHUV
VKRXOG�QRW�EH�VHHQ�DV�XQFKDQJHDEOH� IHDWXUHV�RI�JURXSV� WKDW�JLYH�DGYDQWDJH�WR
VRPH� RUJDQL]DWLRQV� RYHU� RWKHUV�� 7KH\� VKRXOG� EH� VHHQ� LQVWHDG� DV� YDULDEOHV� RQ
ZKLFK� JURXSV� FDQ� DFW� WR� LQFUHDVH� WKH� FRKHUHQFH� RI� WKHLU� DFWLYLW\� DQG� WKH
HIIHFWLYHQHVV�RI�WKHLU�PDQDJHPHQW��7ZR�RI�WKH�DVVRFLDWLRQV�LQ�RXU�VDPSOH�KDYH
SXUVXHG�PHPEHU�KRPRJHQHLW\�LQ�WKH�FRXUVH�RI�WKHLU�KLVWRU\�DORQJ�DW�OHDVW�WZR
YHU\�GLIIHUHQW�GLPHQVLRQV���L��WKH�HFRQRPLF�DFWLYLW\�RI�WKHLU�PHPEHUV��DQG��LL�
WKHLU�PHPEHUV
�VRFLDO�DQG�HFRQRPLF�FRQGLWLRQV�

������ 3URGXFW�KRPRJHQHLW\

7KH� SURGXFW�VSHFLDOL]DWLRQ� RI� WKH� WZR� EHWWHU� SHUIRUPLQJ� DVVRFLDWLRQV� RI
SURGXFHUV� LQ� QRUWKHDVW� %UD]LO� KDV� VLPSOLILHG� WKHLU� HFRQRPLF� REMHFWLYHV�� 7KH
VDPH� FDQ� EH� VDLG� RI� WKH� ,WDOLDQ� FRQVRUWLXP� RI� PR]]DUHOOD� SURGXFHUV�� ZKLFK
H[LVWV� EHFDXVH� WKH� PHPEHUV� DOO� SURGXFH� H[DFWO\� WKH� VDPH� WKLQJ�� �3URGXFW�
VSHFLDOL]DWLRQ�LV�QRW�VXIILFLHQW�WR�JXDUDQWHH�WKH�HFRQRPLF�YLDELOLW\�RI�FROOHFWLYH
LQLWLDWLYHV�� 7KH� H[SHULHQFH� RI� RWKHU� FDVHV� QRW� GLVFXVVHG� KHUH� LQGLFDWHV� WKDW
FRPSDUDEOH� FROOHFWLYH� LQLWLDWLYHV� RI� SURGXFHUV� RUJDQL]HG� DORQJ� LQGXVWU\� OLQHV
FDQ�IDOO�SUH\�WR�LQWHUQDO�GLYLVLRQV�DQG�FRQIOLFWV�RI�LQWHUHVW��%LDQFKL��������

7KH� VWURQJHVW� HYLGHQFH� LQ� IDYRU� RI� SURGXFW� KRPRJHQHLW\� FRPHV� IURP� WKH
WUDQVLWLRQ� WRZDUGV� SURGXFW� VSHFLDOL]DWLRQ� LQ� WKH� WZR� %UD]LOLDQ� IDUPHUV

DVVRFLDWLRQV� &220$3� DQG�$3$(%�� ,Q� ERWK� FDVHV�� WKHUH� ZDV� QR� RQH� VLQJOH
SUHGRPLQDQW� FURS� DPRQJ� WKRVH� FXOWLYDWHG� E\� WKH� IRXQGHUV�� ,Q� WKH� FDVH� RI
$3$(%��SURGXFHUV�IURP�ILYH�GLIIHUHQW�YLOODJHV�RI�WKH�UHJLRQ�JRW�WRJHWKHU�LQ�WKH
DVVRFLDWLRQ��DQG�RQO\�LQ�WKH�ORFDO�HFRQRP\�RI�WZR�RI�WKHP�ZDV�VLVDO�GRPLQDQW�
7KH� VDPH� ZDV� WUXH� IRU� &220$3�� ZKLOH� FHUWDLQ� SURGXFHUV� LQ� WKH� RULJLQDO
RUJDQLVDWLRQ� ZHUH� UHODWLYHO\� VSHFLDOL]HG� LQ� JURZLQJ� FDVKHZ� QXWV�� RWKHUV
FRQFHQWUDWHG�RQ�PRUH�WUDGLWLRQDO�SURGXFWV�OLNH�EHDQV��FRUQ��RU�OLYHVWRFN�

,Q� WKH� FRXUVH� RI� WKHLU� KLVWRU\�� ERWK� &220$3� DQG� $3$(%� WUDQVIRUPHG
WKHPVHOYHV�LQWR�SURGXFW�VSHFLILF�WUDGLQJ�RUJDQLVDWLRQV��$IWHU�&220$3�IRXQG
D�FKDQQHO�IRU�PDUNHWLQJ�FDVKHZV�SURILWDEO\��LW�IRFXVHG�RQ�WKHLU�SURFHVVLQJ�DQG
PDUNHWLQJ��$W� WKDW�SRLQW��PRVW�RI� WKH�PHPEHUV�ZKR�GLG�QRW�SURGXFH�FDVKHZV
IHOW�QHJOHFWHG��FULWLFL]HG�WKH�DVVRFLDWLRQ�IRU�GRLQJ�OLWWOH�IRU�WKHP��DQG�HYHQWXDOO\
OHIW� WKH�DVVRFLDWLRQ��FUHDWLQJ�RWKHU�JURXSV��$3$(%�XQGHUZHQW�DQ�HYHQ�FOHDUHU
SURFHVV�RI�SURGXFW�VSHFLDOL]DWLRQ�WKDW�LOOXVWUDWHV� WKH� WLJKW�UHODWLRQVKLS�EHWZHHQ
KRPRJHQHLW\�DQG�OHDGHUVKLS�DXWRQRP\�
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,Q�WKH�HDUO\�����V��WKH�DVVRFLDWLRQ�VXIIHUHG�IURP�WKH�LQDELOLW\�WR�WDNH�HYHQ�WKH
HDVLHVW�GHFLVLRQV�EHFDXVH�RI�FRQIOLFWV�ZLWKLQ�LWV�DGPLQLVWUDWLYH�FRXQFLO�EHWZHHQ
WKH� UHSUHVHQWDWLYHV� RI� GLIIHUHQW� PXQLFLSDOLWLHV� ZKLFK� VSHFLDOL]HG� LQ� GLIIHUHQW
FURSV�� 7KH� FRQIOLFW� RI� PDWHULDO� LQWHUHVWV� RI� WKH� SURGXFHUV� IURP� WKH� GLIIHUHQW
PXQLFLSDOLWLHV�ZDV� DPSOLILHG� E\� D� GHFLVLRQ�PDNLQJ� VWUXFWXUH� WKDW� DOORZHG� IRU
FRQWLQXRXV� GLVFXVVLRQ� DQG� SDUWLFLSDWLRQ� LQ� WKH� RUGLQDU\� PDQDJHPHQW� RI� WKH
DVVRFLDWLRQ��([WHUQDO� FRQVXOWDQWV� FRQWDFWHG� IRU� WKH� SXUSRVH� RI� DGGUHVVLQJ� WKLV
SUREOHP� UHFRPPHQGHG� WKH� EUHDN� XS� RI� $3$(%� LQWR� ILYH� PXQLFLSDO�OHYHO
RUJDQL]DWLRQV��PRUH�KRPRJHQHRXV� LQWHUQDOO\�� DQG� WKHUHIRUH�PRUH�PDQDJHDEOH�
,W�ZDV�RQO\�DIWHU�WKLV�RUJDQL]DWLRQDO�UHVWUXFWXULQJ�WKDW�RQH�RI�WKH�ILYH�UHVXOWLQJ
RUJDQL]DWLRQV�� WKH�$3$(%�� IRFXVLQJ� RQ� RQH� SDUWLFXODUO\� G\QDPLF� FURS�� VLVDO�
H[SHULHQFHG�DQ�HFRQRPLF�WDNH�RII�

,Q� WKH� FDVH� RI�$3$(%� WKHUH� LV� FOHDU� HYLGHQFH� QRW� RQO\� WKDW� KRPRJHQHLW\� RI
LQWHUHVW�ZLWKLQ�WKH�JURXS�KDV�IDFLOLWDWHG�WKH�ZRUN�RI�WKH�OHDGHUV��EXW�DOVR�WKDW�LW
KDV� KHOSHG� DWWUDFW� G\QDPLF� DQG� DPELWLRXV� OHDGHUVKLS�� 7KH� FXUUHQW� OHDGHU� RI
$3$(%��ZKR�JXLGHG�ILUVW�WKH�HIIRUW�WR�H[SRUW�DQG�WKHQ�WKH�HIIRUW�WR�LQGXVWULDOL]H
VLVDO�� OHIW� WKH� DGPLQLVWUDWLRQ� RI� WKH� DVVRFLDWLRQ� ZKHQ� LW� ZDV� SDUDO\VHG� E\
FRQIOLFWV� RI� LQWHUHVW� EHWZHHQ� GLIIHUHQW� SURGXFHUV�� DQG� SODJXHG� E\� HQGOHVV
GHEDWHV�EHWZHHQ�GLIIHUHQW�PXQLFLSDO�UHSUHVHQWDWLYHV��+H�FDPH�EDFN�WR�$3$(%
DIWHU� LW� KDG� LVRODWHG� LWVHOI� IURP� WKH� JURXSV� RI� WKH� RWKHU� PXQLFLSDOLWLHV�� DQG
EHFRPH�D�PRUH�IOH[LEOH�LQVWLWXWLRQ�LQ�ZKLFK�KH�FRXOG�SXW�KLV�LGHDV�LQWR�SUDFWLFH�
$OWKRXJK� KH� WDNHV� PRVW� RI� WKH� LPSRUWDQW� GHFLVLRQV� LQ� WKH� JURXS�� KH� LV� QRW
HOHFWHG� WR� WKH� DGPLQLVWUDWLYH� FRXQFLO�� +H� LQYHQWHG� WKH� UROH� RI� H[WHUQDO
FRQVXOWDQW�IRU�KLPVHOI��LQ�RUGHU�WR�UHWDLQ�PRUH�GHFLVLRQ�PDNLQJ�DXWRQRP\�

����� +RPRJHQHLW\�RI�VRFLRHFRQRPLF�VWDWXV�DQG�YDOXHV

7KHUH�LV�DQRWKHU�IRUP�RI�JURXS�KRPRJHQHLW\�WKDW�FKDUDFWHUL]HG�WKH�PHPEHUVKLS
RI� $3$(%� DQG� &220$3� IURP� WKH� VWDUW²KRPRJHQHLW\� RI� VRFLRHFRQRPLF
VWDWXV��%RWK�JURXSV�DGPLW�RQO\�VPDOO�IDUPHUV��DV�GHILQHG�E\�WKH�PD[LPXP�ODQG
KROGLQJ� UHTXLUHG� WR� WDNH� SDUW� LQ� UXUDO� ZRUNHUV
� XQLRQV�� ZKR� GHSHQG� RQ
DJULFXOWXUDO�ZRUN�IRU�WKH�EXON�RI�WKHLU�LQFRPH��&220$3�UHTXLUHV�SHUVSHFWLYH
PHPEHUV�WR�EH�DIILOLDWHG�WR�YLOODJH�DVVRFLDWLRQV�RU�UXUDO�ZRUNHUV
�XQLRQV��7KHVH
SURYLVLRQV� DUH� FOHDUO\� LQWHQGHG� WR� H[FOXGH� WKH� ODUJH� FRPPHUFLDO� ODQGRZQHUV�
ZKR� GR� QRW� OLYH� RQ� WKH� ODQG� EXW� FRXOG� SRWHQWLDOO\� FRPH� WR� FRQWURO� WKH
DVVRFLDWLRQV��DQG�XVH�WKHP�LQ�WKHLU�LQWHUHVW��7KH�H[WHQW�WR�ZKLFK�WKH\�DUH�UHDOO\
VRFLDOO\� DQG� HFRQRPLFDOO\� KRPRJHQHRXV�� FRXOG� EH� GHEDWHG�� +RZHYHU�� WKHVH
RUJDQL]DWLRQV� VWLOO� HPSOR\� WKH� GLVFRXUVH� RI� FODVV� VWUXJJOH�� DQG� GHVFULEH� WKHLU
DFWLYLW\�DW�OHDVW�LQ�SDUW�DV�WKH�VWUXJJOH�RI�WKH�SRRU�DQG�PDUJLQDO�DJDLQVW�WKH�ULFK
DQG�SRZHUIXO��7R�WKH�H[WHQW�WKDW�KRPRJHQHLW\�RI�FODVV�RU�VRFLRHFRQRPLF�VWDWXV
LV�DFKLHYHG��LW�LV�WKH�UHVXOW�RI�D�SROLWLFDO�FXOWXUH�WKDW�DLPV�DW�FODVV�VROLGDULW\�DQG
FXOWLYDWHV�DQWDJRQLVP�DJDLQVW�WKH�ULFK�
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%RWK� RUJDQL]DWLRQV� KDYH� WKHLU� URRWV� LQ� WKH� SROLWLFDO� HGXFDWLRQ� WKDW� JURXSV� RI
SRRU� UXUDO� ZRUNHUV� KDYH� UHFHLYHG� IURP� WKH� SURJUHVVLYH� ZLQJ� RI� WKH� &DWKROLF
&KXUFK� �VRPHWLPHV� ODEHOHG� 
OLEHUDWLRQ� WKHRORJ\
��� 7KH\� DUH� WKH� SURGXFW� RI� D
VWUDWHJ\�XVHG�E\�WKH�FKXUFK�LQ�WKH�����V�DQG�����V��DQG�VXEVHTXHQWO\�DGRSWHG
E\� WKH� VWDWH� DQG� E\� RWKHU� GHYHORSPHQW� DJHQWV�� WR� HPSRZHU� WKH� UXUDO� SRRU� E\
RUJDQL]LQJ� WKHP� LQWR� JURXSV�� 7KH� WHDFKLQJV� RI� WKH� SURJUHVVLYH� FOHUJ\�
OHJLWLPL]HG�XQGHU� WKH�%UD]LOLDQ�GLFWDWRUVKLS�E\� WKHLU�DVVRFLDWLRQ�ZLWK� UHOLJLRQ�
WDXJKW� SRRU� UXUDO� ZRUNHUV� WKDW� WKH� SROLWLFDO� DQG� HFRQRPLF� VLWXDWLRQ� LQ� ZKLFK
WKH\�OLYHG�ZDV�XQMXVW��WKDW�WKHLU�UHOLJLRXV�EHOLHIV�ZHUH�LQFRPSDWLEOH�ZLWK�VXFK�D
VLWXDWLRQ�� DQG� WKDW� WKH\� KDG� ERWK� D� PRUDO� UHVSRQVLELOLW\� DQG� D� FRQFUHWH
RSSRUWXQLW\�WR�DFW�FROOHFWLYHO\�WR�UHYHUVH�WKLV�H[SORLWDWLYH�VWDWH�RI�DIIDLUV�

2QH� HIIHFW� RI� WKLV� SROLWLFDO� OHJDF\� KDV� EHHQ� WR� PDNH� WKH� RUJDQL]DWLRQV� PRUH
KRPRJHQHRXV�LQ�WHUPV�RI�WKH�HFRQRPLF�LQWHUHVWV�RI�WKHLU�PHPEHUV��E\�PHDQV�RI
D� PHPEHUVKLS� SROLF\� WKDW� UHVWULFWV� DFFHVV�� $� VHSDUDWH� OHJDF\� LV� WR� JLYH
KRPRJHQHLW\� WR� WKH� LGHDV�RI� WKH�PHPEHUV��DQG�FRQVHTXHQWO\� WR� WKH�REMHFWLYHV
WKDW�WKH�RUJDQL]DWLRQV�SXUVXH��%HVLGHV�H[FOXGLQJ�DE�RULJLQH�WKH�ULFK��ZKR�FRXOG
KDYH� FR�RSWHG� WKH� RUJDQL]DWLRQV�� WKLV� EDFNJURXQG� RI� SROLWLFDO� DQG� LGHRORJLFDO
WUDLQLQJ�KDV�SURGXFHG�EHQHILFLDO�HIIHFWV�LQ�WKH�FRXUVH�RI�WKH�OLIH�RI�WKHVH�JURXSV
DV�ZHOO�� DV� WKH\� KDYH� HPEUDFHG� HFRQRPLF� DQG� FRPPHUFLDO� REMHFWLYHV�� ,Q� WKH
FDVH� RI� WKH� $3$(%� HVSHFLDOO\�� WKH� DQWDJRQLVWLF� FXOWXUH� VWUHQJWKHQHG� WKH
LQWHUQDO� FRKHVLRQ� RI� WKH� JURXS� DQG� KHOSHG� LW� WR� IDFH� PDQ\� GLIILFXOWLHV� E\
SUHVHQWLQJ�WKH�HFRQRPLF�GHYHORSPHQW�RI�WKH�JURXS�DV�DQ�XSKLOO�EDWWOH��DV�DQ�
XV
DJDLQVW�WKHP
�VLWXDWLRQ�LQ�ZKLFK�
ZH
�DUH�RQ�WKH�ULJKW�VLGH�

%RWK� IRUPV�RI� LQWHUQDO� KRPRJHQHLW\²WKH�SURGXFW� DQG� WKH� FODVV�LGHRORJLFDO²
FRQWULEXWH�WR�PDNLQJ�WKH�JURXSV�PRUH�PDQDJHDEOH�LQVWUXPHQWV�RI�FKDQJH�LQ�WKH
KDQGV� RI� G\QDPLF� OHDGHUV�� 2Q� WRS� RI� WKDW�� WKH� LGHRORJ\� SUREDEO\� DGGV� DQ
DGGLWLRQDO� HOHPHQW� RI� VWUHQJWK�� E\� HTXDWLQJ� HFRQRPLF� GHYHORSPHQW� WR� FODVV
VWUXJJOH�LW�EXLOGV�D�KDUG�VKHOO�IRU�WKH�RUJDQL]DWLRQV��DQWLFLSDWLQJ�WKH�GLIILFXOWLHV
RI�WKH�WDVN��DQG�SUHSDULQJ�IRU�LQHYLWDEOH�VHWEDFNV�

7KXV� WKH� SULQFLSOH� RI� JURXS� HTXDOLW\� LV� QRW� HQWLUHO\� LQ� FRQIOLFW� ZLWK� WKH
REVHUYDWLRQ�WKDW�WKH�PRVW�VXFFHVVIXO�JURXSV�DUH�ILUPO\�LQ�WKH�KDQGV�RI�WKH�PRVW
HGXFDWHG�DQG�VNLOIXO�JURXS�PHPEHUV��+RPRJHQHLW\�RI�LQWHUHVW�PDNHV�LW�HDVLHU�WR
SXUVXH� WKH� LQWHUHVWV�RI� DOO�PHPEHUV�ZLWKRXW� JUDQWLQJ� WKH� SRVVLELOLW\� RI� IXOOHVW
SDUWLFLSDWLRQ�WR�WKHP�DOO�
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7KH�HFRQRPLF�GHYHORSPHQW�OLWHUDWXUH�SRLQWV�WR�SURGXFHU�DVVRFLDWLRQV�DV�D�PDMRU
LQVWUXPHQW� IRU� XSJUDGLQJ� ORFDO� SURGXFWLRQ� V\VWHPV� LQ� XQGHUGHYHORSHG� DUHDV�
'HYHORSPHQW�SROLFLHV�KDYH�ORQJ�UHFRJQL]HG�WKHLU�YDOXH��3URGXFHU�DVVRFLDWLRQV
DUH� H[SHFWHG� WR� EHQHILW� WKHLU� PHPEHUV� E\� PDUNHWLQJ� WKHLU� SURGXFWLRQ
FROOHFWLYHO\�JLYLQJ� WKHLU�PHPEHUV�DFFHVV� WR� ODUJHU�� DQG�SRVVLEO\� LQWHUQDWLRQDO�
PDUNHWV�DQG�LQFUHDVHG�PDUNHW�SRZHU��2QH�FRPPRQ�ILQGLQJ�RI�WKH�PRUH�DSSOLHG
GHYHORSPHQW� OLWHUDWXUH� LV� WKDW� LQ�PDQ\� FDVHV� DVVRFLDWLRQV� IDLO� WR� GHOLYHU� WKHVH
EHQHILWV��7KH�FRQVWUDLQWV�WKDW�WKHVH�LQVWLWXWLRQV�WU\�VLPXOWDQHRXVO\�WR�RYHUFRPH
DUH�RIWHQ�WRR�PDQ\�DQG�WRR�FRPSOH[��$PRQJ�WKRVH�FRQVWUDLQWV�LV�WKH�SUREOHP�
FXUUHQWO\�WKH�IRFXV�RI�D�ORW�RI�VFKRODUO\�DWWHQWLRQ��RI�HVWDEOLVKLQJ�DQG�HQIRUFLQJ
FR�RSHUDWLYH�EHKDYLRXU�

*HQHUDOL]LQJ� RQ� WKH� EDVLV� RI� WKH� H[SHULHQFH� RI� WZR� VXFFHVVIXO� QRUWKHDVW
%UD]LOLDQ�DVVRFLDWLRQV�DQG�RQH�FRQVRUWLXP�RI�SURGXFHUV� LQ�VRXWKHUQ� ,WDO\�� WKLV
FKDSWHU� KDV� WULHG� WR� LGHQWLI\� VRPH� RI� WKH� IDFWRUV� WKDW� FDQ� KHOS� JURXSV� RI
SURGXFHUV� WR� RYHUFRPH� WKH� FRQVWUDLQWV�� 7KH� PDMRU� UHDVRQ� IRU� WKH� VXFFHVV� RI
WKHVH� FDVHV�� FRPSDUHG� WR� RWKHU� VLPLODU� JURXSV� LQ� WKH� WZR� UHJLRQV�� ZDV� WKH
GLVFRYHU\� RI� UHODWLYHO\� KLJK�SURILW� PDUNHW� QLFKHV�� FKDUDFWHUL]HG� E\� OLPLWHG
FRPSHWLWLRQ�� ,Q� WKH�SUHVHQFH�RI� VXSHU�SURILWV�� WKHVH� JURXSV� KDYH� EHHQ� DEOH� WR
RYHUFRPH�WKH�PXOWLSOH�FRQVWUDLQWV�WR�WKHLU�HFRQRPLF�GHYHORSPHQW�

0RVW� JURXS�PHPEHUV� DUH� QRW� OLNHO\� WR� EH� LQ� D� SRVLWLRQ� WR� LGHQWLI\� SURILWDEOH
PDUNHW� QLFKHV�� EHFDXVH� WKH\� DUH� HPEHGGHG� LQ� FXOWXUDOO\� LVRODWHG� HFRQRPLF
V\VWHPV��WKH\�ODFN�UHVRXUFHV�RU�HGXFDWLRQ��RU�WKH\�DUH�RWKHUZLVH�OLPLWHG�LQ�WKHLU
VWUDWHJLF�KRUL]RQ��7KHUH�LV�D�NH\�UROH�WR�EH�SOD\HG�E\�PDUNHWLQJ�LQWHUPHGLDULHV
DQG� GHYHORSPHQW� DJHQWV� H[WHUQDO� WR� WKH� JURXSV� LQ� FRQQHFWLQJ� SURGXFHUV�ZLWK
OXFUDWLYH�PDUNHW�VHJPHQWV��WKDW�ZRXOG�RWKHUZLVH�EH�RXW�RI�WKHLU�UHDFK�

,Q�RQH�RI�WKH�FDVHV�H[DPLQHG��D�PDUNHWLQJ�LQWHUPHGLDU\�SURYLGHG�D�OLQNDJH�ZLWK
D� SURILWDEOH�PDUNHW� QLFKH� WR� D� JURXS� RI� SURGXFHUV� ZKR� ZRXOG� QRW� RWKHUZLVH
KDYH�EHHQ�DZDUH�RI�WKLV�SRVVLELOLW\�IRU�H[SDQGLQJ�WKHLU� UHYHQXHV�� ,Q� WKLV�FDVH�
WKH�GHWHUPLQDQWV�RI�WKH�JURXS
V�VXFFHVV�OLH�SULPDULO\�LQ�WKH�DFWLYLW\�RI�H[WHUQDO
LQWHUPHGLDULHV��ZKR��SUHFLVHO\�EHFDXVH�RI�WKHLU�EHLQJ�OHVV�HPEHGGHG�LQ�WKH�ORFDO
FXOWXUDO� V\VWHP�� XQGHUVWRRG� WKH� G\QDPLFV� RI� PRGHUQ�� GLVWDQW� PDUNHWV�� ,Q� WKH
RWKHU�WZR�FDVHV�WKH�PDUNHW�QLFKH�FKDUDFWHUL]HG�E\�UHODWLYHO\�KLJK�SURILW�PDUJLQV
DQG� ORZ� FRPSHWLWLRQ�ZDV� DFFHVVHG�� RU� FUHDWHG�� E\� WKH� JURXS� LWVHOI�� WKURXJK� D
SURFHVV� RI� DFWLYH� SURGXFW� XSJUDGLQJ�� ,Q� WKHVH� FDVHV� WKH� SURGXFHUV� DOVR� WRRN
DGYDQWDJH� RI� WKH� VHUYLFHV� RI� H[WHUQDO� PDUNHWLQJ� LQWHUPHGLDULHV�� DQG� RI� RWKHU
H[WHUQDO� H[SHUWV��%XW�� XQOLNH� LQ� WKH� ILUVW� FDVH�� LQ� WKHVH� FDVHV� D� IHZ� SURGXFHUV
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DOVR� SOD\HG� DQ� DFWLYH� UROH� ERWK� LQ� XSJUDGLQJ� PHPEHUV
� SURGXFWLRQ�� DQG� LQ
VWDUWLQJ�FROOHFWLYH�DFWLRQ�LQ�WKH�ILUVW�SODFH�

7KH�PDLQ�OHVVRQV�IURP�WKHVH�VWRULHV�DUH�WKDW�FHUWDLQ�W\SHV�RI�LQWHUPHGLDULHV�FDQ
SURYLGH� JURXSV� RI� SURGXFHUV� LQ� XQGHUGHYHORSHG� DUHDV� ZLWK� RSSRUWXQLWLHV� IRU
VXSHU�SURILWV�WKDW�FDQ�KHOS�WKHP�WR�H[LW�IURP�WKH�SRYHUW\�LPSDVVH�LQ�ZKLFK�WKH\
ZRXOG�RWKHUZLVH�EH�VWXFN��7KH�PRVW�LQYHQWLYH�DQG�DPELWLRXV�PHPEHUV�RI�WKHVH
JURXSV� FDQ� EH� H[SHFWHG� WR�PDNH� WKH� ILUVW� FRQWDFW� ZLWK� GHYHORSPHQWDO� DJHQWV
RXWVLGH�WKH�JURXS��0RVW�RI�WKH�RWKHU�JURXS�PHPEHUV�FDQ�WKHQ�WDNH�DGYDQWDJH�RI
WKH�DFWLYLW\�RI�WKHVH�OHDGHUV�DQG�RXWVLGHUV�

:KDW� GRHV� WKLV� YLHZ� RI� HFRQRPLF� VXFFHVV�� EDVHG� RQ� WKH� LQLWLDWLYH� RI� D� IHZ

HQOLJKWHQHG
� LQGLYLGXDOV� LQWHUQDO� DQG� H[WHUQDO� WR� WKH� JURXSV�� LPSO\� IRU
GHYHORSPHQW� WKHRU\"� 2QH� LPSOLFDWLRQ� FRQFHUQV� WKH� WKHRU\� RI� LQFHQWLYHV� WR
FROOHFWLYH�DFWLRQ�

7KH�DVVXPSWLRQ�WKDW�FR�RSHUDWLYH�DJUHHPHQWV�ZLOO�ZRUN�ZKHQ�WKH�SD\RIIV�IURP
FR�RSHUDWLRQ�DUH�KLJK�HQRXJK��LV�FRQVLVWHQW�ZLWK�VHYHUDO�UHFHQW�QHZ�LQVWLWXWLRQDO
HFRQRPLF� WKHRULHV� �:DGH� ������ 7LUROH� ������ 9RQ� +LSSHO� ������� 5DWLRQDO
PD[LPL]LQJ�HFRQRPLF�DJHQWV�ZLOO�EH�PRUH�OLNHO\�WR�FR�RSHUDWH�ZLWK�HDFK�RWKHU
WKH� KLJKHU� WKH� SD\RIIV� DUH�� 7KLV� LGHD� VHHPV� VR� REYLRXV� WR� PRVW� RI� WRGD\
V
WKHRULVWV�WKDW�WKHLU�FRQWULEXWLRQV�DUH�UHDOO\�DWWHPSWV�DW�PRGHOLQJ�WKH�DVVXPSWLRQ
WKDW� WKH� ER[� RI� SD\RIIV� DQG� WKH� UXOHV� RI� WKH� JDPH� GHWHUPLQH� ZKLFK� RI� WKH
SRVVLEOH�FR�RSHUDWLYH�HTXLOLEULD�ZLOO�EH�UHDFKHG�

7KH�HPSLULFDO�PDWHULDO�SUHVHQWHG�KHUH�VKRZV�WKDW�PRVW�RI�WKHVH�PRGHOV�IDLO�WR
WDNH� LQWR� DFFRXQW� DQ� LPSRUWDQW� HOHPHQW� WKDW� FKDUDFWHUL]HV� PDQ\� FDVHV� LQ
SUDFWLFH��WKDW�WKH�SD\RIIV²LQ�WKLV�FDVH�WKH�VXSHU�SURILWV²DUH�QRW�DOZD\V�IL[HG
LQ� DGYDQFH�� DQG� WKHUHIRUH� SURGXFHUV� FDQQRW� FRPSDUH� WKHP� ZLWK� WKRVH� WKDW
DOWHUQDWLYH� FRXUVHV� RI� DFWLRQ� ZRXOG� \LHOG�� 2QH� VKRXOG� FRUUHVSRQGLQJO\
GLVWLQJXLVK�EHWZHHQ�DW�OHDVW�WZR�FDVHV��RQH�LQ�ZKLFK�WKH�SD\RIIV�DUH�SUHVHQWHG
WR�D�JURXS�RI�SURGXFHUV�DV�JLYHQ��VR�WKDW�WKH\�FDQ�UDWLRQDOO\�ZHLJK�WKH�FRVWV�RI
FR�RSHUDWLRQ�DJDLQVW�WKH�SRWHQWLDO�UHWXUQV��WKH�RWKHU��SUREDEO\�PRUH�FRPPRQ��LQ
ZKLFK�WKH�SRVVLELOLW\�RI�KLJKHU�UHWXUQV�LV�QRW�FOHDU�LQ�DGYDQFH��EXW�LV�HLWKHU�VHHQ
DV�DQ�XQFHUWDLQ�RXWFRPH�E\�WKH�SRWHQWLDO�FR�RSHUDWRUV��RU�QRW�VHHQ�DW�DOO�

2QH� RI� WKH� FDVHV� LQ� RXU� VDPSOH²WKH� &220$3� FDVKHZ� SURGXFHUV� FDVH²
DGKHUHV�PRUH�FORVHO\� WR� WKH� ILUVW�RI� WKHVH�� ,Q� WKH�FDVH�RI�&220$3� WKH�KLJK�
TXDOLW\�DQG�SURILW� QLFKH� SUH�H[LVWHG� WKH� HVWDEOLVKPHQW� RI� WKH� FR�RSHUDWLYH�
&220$3
V�FROOHFWLYH�DFWLRQ�ZDV�DLPHG�DW�WDNLQJ�DGYDQWDJH�RI�D�IDYRUDEOH�VHW
RI�SD\RIIV� 
H[RJHQRXV
� WR� WKH�DFWLYLW\�RI� WKH�JURXS��7KLV� W\SH�RI� VLWXDWLRQ�FDQ
WUXO\�EH�IUDPHG�DV�D�JDPH�LQ�ZKLFK�WKH�FRVWV�DQG�SD\RIIV�RI�FR�RSHUDWLQJ�DUH
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HDVLO\�REVHUYDEOH�E\�WKH�SDUWLFLSDQWV�ZKHQ�WKH\�KDYH�WR�GHFLGH�EHWZHHQ�PRUH�RU
OHVV�FR�RSHUDWLYH�FRXUVHV�RI�DFWLRQ�

7KLV�LV�QRW�WUXH�RI�WKH�FDVHV�LQ�ZKLFK�WKH�SD\RIIV�DUH�DW�OHDVW�LQ�SDUW�WKH�SURGXFW
RI�WKH�FUHDWLYH�DFWLYLW\�RI�WKH�SURGXFHUV��7KH�EXIIDOR�PR]]DUHOOD�SURGXFHUV��IRU
H[DPSOH�� ILUVW� SURPRWHG�DQG� WKHQ�SURWHFWHG� WKH� UHSXWDWLRQ� IRU�TXDOLW\� RI� WKHLU
SURGXFW�WKURXJK�FROOHFWLYH�DFWLRQ��,Q�D�VLPLODU�ZD\��$3$(%�VWUXJJOHG�IRU�\HDUV
WR�LQFUHDVH�WKH�YDOXH�DGGHG�ORFDOO\�WR�WKH�SURGXFWLRQ�RI�VLVDO��,Q�ERWK�RI�WKRVH
FDVHV� WKH� RSSRUWXQLW\� WR�PDNH� H[WUD� SURILWV� ZDV� QRW� UHDGLO\� DYDLODEOH�� LW� ZDV
FUHDWHG� E\� WKH� HIIRUWV� RI� VRPH� RI� WKH� SURGXFHUV�� KHOSHG� E\� RXWVLGHUV� ZKR
SURYLGHG� WKH� OLQNDJH� ZLWK� H[WHUQDO� PDUNHWV� DQG� WHFKQLFDO� DGYLFH�� 7KH
DGYDQWDJHV�RIIHUHG�E\�VLVDO�FDUSHWV�DQG� 
FHUWLILHG
�EXIIDOR�PR]]DUHOOD�ZHUH�QRW
HYLGHQW� WR� WKH� PDMRULW\� RI� SURGXFHUV�� 2QO\� VRPH� RI� WKH� PRVW� LQIRUPHG
SURGXFHUV��ZKR�ZHUH� DOUHDG\� RSHUDWLQJ� LQ� WKH� QDWLRQDO�PDUNHW� IRU�PR]]DUHOOD
FKHHVH�� ZHUH� LQ� D� SRVLWLRQ� WR� IRUHVHH� WKH� SRWHQWLDO� SD\RIIV� RI� D� FROOHFWLYH
VWUDWHJ\�RI�SURGXFW�FHUWLILFDWLRQ�

6LPLODUO\�� $3$(%
V� VXFFHVVIXO� GHFLVLRQ� WR� LQFRUSRUDWH� H[WHUQDO� PDUNHWLQJ
LQWHUPHGLDULHV� LQ� WKH� GHFLVLRQ�PDNLQJ� RI� WKH� JURXS� ZDV� LQLWLDOO\� XQSRSXODU
DPRQJ� WKH�PHPEHUV��+RZHYHU�� LW� LV� SUHFLVHO\� WKRVH� LQWHUPHGLDULHV�ZKR�ZHUH
DEOH�WR�DQWLFLSDWH�WKH�SRWHQWLDO�IRU�SURILW�RI�WKH�PDUNHW�IRU�VLVDO�FDUSHWV��$3$(%
ZDV�DEOH�WR�DUULYH�DW�WKLV�VROXWLRQ�SDUWO\�EHFDXVH� LW�DOORZHG�D�ORW�RI�GLVFUHWLRQ
DQG�IUHHGRP�RI�LQLWLDWLYH�WR�LWV�OHDGHU��E\�YLUWXH�RI�KLV�XQGLVSXWHG�DFXPHQ�DQG
H[SHULHQFH��,Q�RWKHU�ZRUGV��$3$(%
V�GHFLVLRQ�PDNLQJ�VWUXFWXUH�ZDV�GHVLJQHG
WR�WDNH�DGYDQWDJH�RI� WKH�XQHYHQ�GLVWULEXWLRQ�DQG�VFDUFLW\�RI�HGXFDWLRQ�DPRQJ
WKH�PHPEHUV�

7KH� HYLGHQFH�SUHVHQWHG� LQ� WKLV� SDSHU� VHHPV� DOVR� WR� FKDOOHQJH� DQRWKHU�ZLGHO\
VKDUHG� LGHD� WKDW� LQIOXHQFHV� WKLQNLQJ� DERXW� HFRQRPLF� GHYHORSPHQW� DQG� WKH
SROLFLHV� WR� SURPRWH� LW�� 7KLV� LV� WKH� LGHD� WKDW� SDUWLFLSDWRU\� GHPRFUDF\� ZLWKLQ
JUDVVURRWV� RUJDQL]DWLRQV�� EHVLGHV� EHLQJ� DQ� LPSRUWDQW� JRDO�� LV� DQ� LPSRUWDQW
LQJUHGLHQW� RI� WKH� GHYHORSPHQW�SURFHVV��7KLV�YLHZ� FRQFHLYHV� WKH� GHYHORSPHQW
SURFHVV�DV�VRPHWKLQJ�RULJLQDWLQJ�IXQGDPHQWDOO\�IURP�ZLWKLQ�JURXSV��ZKHQ�WKH
GHPDQGV�RI�FRPPXQLW\�PHPEHUV�DUH�GHPRFUDWLFDOO\�H[SUHVVHG�

7KH�HPSKDVLV�RQ�SDUWLFLSDWRU\�GHPRFUDF\�DW�WKH�JUDVVURRWV�OHYHO�LV�MXVWLILHG�RQ
WKH� EDVLV� RI� WKH� H[SHULHQFH� RI� SDVW� IDLOXUHV�� &R�RSHUDWLYHV� DQG� RWKHU� ORFDO
LQVWLWXWLRQV�WRR�RIWHQ�IDOO�FDSWLYH�WR�ORFDO�FRPPXQLW\�OHDGHUV��ZKR�XVH�WKHP�IRU
WKHLU� RZQ� SXUSRVHV�� 7KH� FR�RSHUDWLYHV� ZKLFK� EHFRPH� WKH� SUH\� RI� VXFK
HQWUHQFKHG�OHDGHUVKLSV�FHDVH�WR�UHSUHVHQW� WKH�LQWHUHVWV�RI� WKH�PDMRULW\�RI� WKHLU
PHPEHUV��)R[��������7KLV�LV�SDUWLFXODUO\�WUXH�LQ�GHYHORSLQJ�DUHDV�OLNH�QRUWKHDVW
%UD]LO� ZKHUH� WKH� WUDGLWLRQ� RI� VRFLDO� UHODWLRQV� SULYLOHJHV� 
YHUWLFDO
� IRUPV� RI
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LQWHUDFWLRQ�EHWZHHQ�WKH�SRZHUIXO�IHZ�DQG�WKH�GLVSRVVHVVHG�PDQ\��$OP\�������
6XSHULPSODQWHG� RQ� WKHVH� VRFLDO� QRUPV�� FR�RSHUDWLYHV� RIWHQ� HQG� XS� EHLQJ
GRPLQDWHG�E\�ORFDO�ROLJDUFKLHV�

7KH� ULVN� LV� WKDW� WKRVH� ROLJDUFKLHV�� DV� ORQJ� DV� WKH\� DUH� LQ� FRQWURO� RI� WKH� FR�
RSHUDWLYHV��ZLOO� UHSURGXFH� WKH�XQHTXDO� GLVWULEXWLRQ�RI�SRZHU�� NQRZOHGJH�� DQG
UHVRXUFHV�� )RU� WKLV� UHDVRQ� DFWLYH� PHPEHU� SDUWLFLSDWLRQ� KDV� RIWHQ� EHHQ
UHFRPPHQGHG� DV� RQH� LPSRUWDQW� LQJUHGLHQW� RI� VXFFHVVIXO� FR�RSHUDWLYHV�
HVSHFLDOO\� LQ� GHYHORSLQJ� FRXQWULHV� �$WWZRRG� HW� DO�� ������� +RZHYHU�� WKH
FRQIOLFWLQJ�ILQGLQJ�WKDW�PDQ\�VXFFHVVIXO�FR�RSHUDWLYHV�DUH�RIWHQ�FRQWUROOHG�E\
WKH�ZHDOWKLHU�DQG�VRFLDOO\�PRUH�SURPLQHQW�SURGXFHUV�LV�QRW�QHZ�HLWKHU��6HYHUDO
FODVVLF�VWXGLHV�RI�SURGXFHU�FR�RSHUDWLYHV�KDYH�VWUHVVHG� WKH�NH\�UROH�SOD\HG�E\
WKH�ODUJHVW�SURGXFHUV�RU�ORFDO�OHYHO�HOLWHV�� LQ�WKHLU�HFRQRPLF�VXFFHVV��$WWZRRG
DQG�%DYLVNDU�������7HQGOHU��������7KH�SUREOHP�RI�GHPRFUDF\�LQ�WKH�HFRQRPLF
GHYHORSPHQW� RI� FR�RSHUDWLYHV� KDV� EHHQ� VSHFLILHG� LQ� WKH� IRUP� RI� D� WUDGH�RII
EHWZHHQ�PDQDJHULDO� HIILFLHQF\� DQG�PHPEHUV
� HPSRZHUPHQW�� 7KHUH� LV� D� YLHZ
WKDW�RUJDQL]DWLRQDO�GHPRFUDF\�PD\�KDYH�D�YDOXH�LQ�LWVHOI��EXW�WKLV�FRPHV�DW�WKH
FRVW�RI�UHGXFLQJ�GHFLVLRQ�PDNLQJ�IOH[LELOLW\��GH�-DQYU\�HW�DO�������������:HOOV
�����������

3DUWLFLSDWLRQ�LV�DOVR�VHHQ�DV�DQ�DQWLGRWH�WR�FXOWXUDO�DQG�SROLWLFDO�GHSHQGHQF\�RQ
RXWVLGHUV�� 'HYHORSPHQW� WKHRU\� KDV� VWUHVVHG� WKH� GLIIHUHQFH� EHWZHHQ� WKH
RUJDQL]DWLRQV� RI� SURGXFHUV� LQ� ZKLFK� PHPEHUV� XQGHUVWDQG� DQG� FRQVFLRXVO\
SXUVXH� WKHLU� FROOHFWLYH� LQWHUHVW�� DQG� WKRVH� WKDW� DUH� VXSHULPSRVHG� RQ
FRPPXQLWLHV� IURP� WKH� RXWVLGH� �%HQQHWW� ������� 
,QGLJHQRXV
� IRUPV� RI� FR�
RSHUDWLRQ�DUH�VDLG�WR�KDYH�PXFK�EHWWHU�FKDQFHV�RI�VXUYLYLQJ�LQ�WKH�ORQJ�UXQ�

7KH� HYLGHQFH� LQ� WKLV� SDSHU� VXJJHVWV� WKDW� WKH� YLHZ� RI� UHDO� GHYHORSPHQW� DV
VRPHWKLQJ� FRPLQJ� IXQGDPHQWDOO\� 
IURP� ZLWKLQ
�� VKRXOG� QRW� EH� WDNHQ� WRR� IDU�
7KH�JURXSV�UHYLHZHG�KHUH�IRXQG�VXFFHVVIXO�PDUNHWLQJ�VROXWLRQV�WKDW�WULJJHUHG�D
SURFHVV� RI� EURDGHU� HFRQRPLF� DQG� VRFLDO� GHYHORSPHQW�� E\� OHYHUDJLQJ� WKH
NQRZOHGJH� DQG� UHVRXUFHV� RI� JURXS� OHDGHUV� DQG� RXWVLGHUV�� 6XFK� VROXWLRQV� DUH
YHU\� GLIIHUHQW� IURP� WKRVH� WR� ZKLFK� D� IDLWKIXO� H[SUHVVLRQ� RI� WKH� ZLOO� DQG
DVSLUDWLRQV�RI�WKH�PDMRULW\�RI�PHPEHUV�ZRXOG�KDYH�OHG��,Q�RUGHU�WR�IUHH�XS�WKH
HQHUJLHV�RI�WKHLU�PRVW�HGXFDWHG�DQG�DPELWLRXV�PHPEHUV�DQG�WKXV�FUHDWH�D�UHDO
GLVFRQWLQXLW\� ZLWK� WKHLU� RULJLQDO� VWDWH� RI� XQGHUGHYHORSPHQW�� WKHVH� JURXSV
QHHGHG� WR� VDFULILFH� DW� OHDVW� LQ� SDUW� PHPEHUV
� SDUWLFLSDWLRQ� WR� WKH� JURXS
V
DGPLQLVWUDWLRQ�

7KH�UHDVRQ�IRU�SUHVHQWLQJ�WKLV�YLHZ�RI�FROOHFWLYH�HFRQRPLF�GHYHORSPHQW�EDVHG
RQ�OHDGHUVKLS�DXWRQRP\�DQG�GHYHORSPHQWDO�LQWHUPHGLDULHV�LV�QRW�WR�VXJJHVW�WKDW
LW�VKRXOG�HQWLUHO\�UHSODFH�WKH�SUHYDOHQW�YLHZ�DFFRUGLQJ�WR�ZKLFK�JURXS�PHPEHUV
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WDNH�GLUHFW�UHVSRQVLELOLW\�IRU�WKHLU�RZQ�GHVWLQ\��$V�KDV�EHHQ�UHSHDWHGO\�VWUHVVHG
LQ�WKH�GHYHORSPHQW�OLWHUDWXUH��OHDGHUVKLS�DXWRQRP\�FDQ�EH�H[HUFLVHG�DJDLQVW�WKH
LQWHUHVW� RI� JURXS� PHPEHUV�� 7KH� JRDOV� RI� SDUWLFLSDWLRQ� DQG� HIIHFWLYH
PDQDJHPHQW� VKRXOG� ERWK� EH� SXUVXHG� WR� WKH� H[WHQW� WKDW� LV� SRVVLEOH�
(QWUHSUHQHXULDO� VNLOOV� PD\� EH� RQH� RI� WKH� ORFDO� UHVRXUFHV� WKDW� WKH� GHFLVLRQ�
PDNLQJ�VWUXFWXUH�RI�JURXSV�VKRXOG�EH�DEOH�WR�XWLOL]H�WR�WKH�IXOOHVW�H[WHQW�

)LQDOO\�� WKH� HYLGHQFH� WKDW� VXFFHVVIXO� GHYHORSPHQW� VWUDWHJLHV� UHVXOW� IURP� WKH
LQGHSHQGHQW� DFWLYLW\� RI� RXWZDUG�ORRNLQJ� OHDGHUV� VHHPV� DW� RGGV� ZLWK� DQRWKHU
FKDUDFWHULVWLF� RI� ZHOO�SHUIRUPLQJ� JURXSV²VRFLDO� DQG� HFRQRPLF� KRPRJHQHLW\
EHWZHHQ� PHPEHUV�� ,Q� IDFW�� WKH� SULQFLSOHV� RI� PDQDJHPHQW� DXWRQRP\� DQG
PHPEHU�KRPRJHQHLW\�ZLWKLQ�SURGXFHU�JURXSV�DUH�QRW�HQWLUHO\� LQ�FRQIOLFW�ZLWK
HDFK� RWKHU�� 7KH� KRPRJHQHLW\� RI� WKH� PHPEHUVKLS� PD\� IDFLOLWDWH� WKH� WDVN� RI
JUDQWLQJ�DXWRQRP\�RI�PDQDJHPHQW�WR�DPELWLRXV�OHDGHUV��ZKR�FDQ�HVWDEOLVK�WKH
PXFK�QHHGHG�FRQWDFWV�ZLWK�GLIIHUHQW�HFRQRPLF�HQYLURQPHQWV��7KH�FRKHUHQFH�RI
PDWHULDO�LQWHUHVWV�DQG�FXOWXUDO�YDOXHV�ZLWKLQ�JURXSV��E\�FODULI\LQJ�JURXS�JRDOV�
PD\�PDNH�WKH�WDVN�RI�PRQLWRULQJ�WKH�DFWLYLW\�RI�OHDGHUV�IURP�RXWVLGH�HDVLHU�

%,%/,2*5$3+<

$OP\�� 6�� �������� 
9HUWLFDO� 6RFLHWLHV� DQG�&R�RSHUDWLYH� 6WUXFWXUH�� 3UREOHPV� RI
)LW� LQ� 1RUWKHDVWHUQ� %UD]LO
�� LQ� $WWZRRG� DQG� %DYLVNDU�� :KR� 6KDUHV�� &R�
RSHUDWLYHV�DQG�5XUDO�'HYHORSPHQW��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG�

$3$(%��YDULRXV�\HDUV���
5HODWRULR�$QXDO
��9DOHQWH��%DKLD�

$WWZRRG�'��:��� DQG�%��6��%DYLVNDU� �������� 
:K\�6RPH�&R�RSHUDWLYHV�:RUN
EXW� QRW� 2WKHUV"� $� &RPSDUDWLYH� $QDO\VLV� RI� 6XJDU� &R�RSHUDWLYHV� LQ� ,QGLD
�
(FRQRPLF�DQG�3ROLWLFDO�:HHNO\��9RO��;;,,��1����

$WWZRRG� '�� :��� DQG� *�� %DYLVNDU� �������� 
&R�RSHUDWLYHV� LQ� $QWKURSRORJLFDO
SHUVSHFWLYH��5HSRUW�RI�D�6\PSRVLXP�RQ�&R�RSHUDWLYHV�DQG�5XUDO�'HYHORSPHQW
�
(FRQRPLF�DQG�3ROLWLFDO�:HHNO\��-DQXDU\���

%HQQHWW��-��:����������
$JULFXOWXUDO�&R�RSHUDWLYHV�LQ�WKH�'HYHORSPHQW�3URFHVV�
3HUVSHFWLYHV� IURP� 6RFLDO� 6FLHQFH
�� 6WXGLHV� LQ� &RPSDUDWLYH� ,QWHUQDWLRQDO
'HYHORSPHQW��;9,,,��6SULQJ�6XPPHU�

%LDQFKL�� 7�� �������� 
7KH� &RPSOH[� 7DVN� RI� 6XUYLYLQJ�� /HVVRQV� IRU� 3ROLF\�
0DNHUV� IURP� 1RUWKHDVW� %UD]LOLDQ� &R�RSHUDWLYHV
�� 5HSRUW� WR� 7KH� %DQN� RI� WKH
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1RUWKHDVW� RQ� WKH� 6WUDWHJ\� RI� $VVLVWLQJ� 6PDOO�6FDOH� 3URGXFHUV� 2UJDQL]HG� LQ
$VVRFLDWLRQV�DQG�&R�RSHUDWLYHV�����2FWREHU�

BBBB� �������� 
:LWK�DQG�:LWKRXW�&R�RSHUDWLRQ��7ZR�$OWHUQDWLYH�'HYHORSPHQW
6WUDWHJLHV� LQ� WKH� )RRG� 3URFHVVLQJ� ,QGXVWU\� LQ� WKH� ,WDOLDQ� 6RXWK
�� 3DSHU
SUHVHQWHG� DW� WKH� $PHULFDQ� 3ROLWLFDO� 6FLHQFH� $VVRFLDWLRQ� 0HHWLQJ�� ���
6HSWHPEHU�

BBBB��$3$(%
V�1DWXUDO�)LEHU��*UDVVURRWV�'HYHORSPHQW��IRUWKFRPLQJ�

%UDYHUPDQ��$���-��/XLV�*XDVK��0��+XSSL��DQG�/��3RKOPHLHU���������
3URPRWLQJ
5XUDO� &R�RSHUDWLYHV� LQ� 'HYHORSLQJ� &RXQWULHV�� 7KH� &DVH� RI� 6XE�6DKDUDQ
$IULFD
��:RUOG�%DQN�'LVFXVVLRQ�3DSHUV��1R�����

GH�-DQYU\��$ODLQ��(��6DGRXOHW��DQG�(��7KRUEHFNH��������� 
,QWURGXFWLRQ
��:RUOG
'HYHORSPHQW��9RO�����1R�����������

)DOV�%RUGD��2��HW�DO�� �������� 
7KH�&ULVLV�RI�5XUDO�&R�RSHUDWLYHV��3UREOHPV� LQ
$IULFD� $VLD� DQG� /DWLQ� $PHULFD
�� LQ�� 1DVK�� -��� -�� 'DQGOHU�� DQG� 1�6�� +RSNLQV
�HGV���� 3RSXODU� 3DUWLFLSDWLRQ� LQ� 6RFLDO� &KDQJH�� 0RXWRQ� 3XEOLVKHUV�� 7KH
+DJXH�

)R[��-���������� 
'HPRFUDWLF�5XUDO�'HYHORSPHQW��/HDGHUVKLS�$FFRXQWDELOLW\� LQ
5HJLRQDO�3HDVDQW�2UJDQL]DWLRQV
��'HYHORSPHQW�DQG�&KDQJH��9RO������������

+H\HU�� -��� )�� 6WHZDUW� DQG� 5�� 7KRUS� �������� 
*URXS� %HKDYLRXU� DQG
'HYHORSPHQW
��:,'(5�:RUNLQJ�3DSHUV��1R������

+XVVL�� 3��� -�� 0XUSK\�� 2�� /LQGEHUJ�� DQG� /�� %UHQQHPDQ� �������� 
7KH
'HYHORSPHQW�RI�&R�RSHUDWLYHV�DQG�2WKHU�5XUDO�2UJDQL]DWLRQV��WKH�5ROH�RI�WKH
:RUOG� %DQN
�� :RUOG� %DQN� 7HFKQLFDO� 3DSHUV�� $IULFD� 7HFKQLFDO� 'HSDUWPHQW
6HULHV��1R������:RUOG�%DQN��:DVKLQJWRQ�'&�

.HQZRUWK\��/�� �������� 
&LYLF�(QJDJHPHQW��6RFLDO�&DSLWDO�� DQG�(FRQRPLF�&R�
RSHUDWLRQ
��$PHULFDQ�%HKDYLRUDO�6FLHQWLVW��9RO�����1R�����������

2VRULR��&����������
&RRSHUDoDR�(QWUH�3HTXHQRV�3URGXWRUHV��&DVRV�GR�1RUGHVWH
%UDVLOHLUR
�� 3RUWXJXHVH� WUDQVODWLRQ� RI� 3K�'�� GLVVHUWDWLRQ� GHIHQGHG� DW� WKH
8QLYHUVLW\�&ROOHJH�/RQGRQ��6HSWHPEHU������

3XWQDP�� 5�� ��������0DNLQJ� 'HPRFUDF\� :RUN�� &LYLF� 7UDGLWLRQV� LQ� 0RGHUQ
,WDO\��3ULQFHWRQ�8QLYHUVLW\�3UHVV��3ULQFHWRQ�
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6HDEULJKW��3�� �������� 
,V�&R�RSHUDWLRQ�$ERXW�+DELW�)RUPLQJ
�� LQ��'DVJXSWD��3�
DQG�.��*��0lOHU� �HGV����7KH�(QYLURQPHQW�DQG�(PHUJLQJ�'HYHORSPHQW� ,VVXHV�
9RO����&ODUHQGRQ�3UHVV��2[IRUG�

7HQGOHU��-����������
:KDW�WR�7KLQN�$ERXW�&R�RSHUDWLYHV��D�*XLGH�)URP�%ROLYLD
�
7KH�,QWHU�$PHULFDQ�)RXQGDWLRQ��LQ�FROODERUDWLRQ�ZLWK�.HYLQ�+HDO\�DQG�&DURO
0LFKDHOV�2
/DXJKOLQ�

7LUROH��-����������
$�7KHRU\�RI�&ROOHFWLYH�5HSXWDWLRQV�ZLWK�$SSOLFDWLRQV�WR�WKH
3HUVLVWHQFH� RI� &RUUXSWLRQ� DQG� WR� )LUP� 4XDOLW\
�� 7KH� 5HYLHZ� RI� (FRQRPLF
6WXGLHV��9RO�����1R�����

9RQ� +LSSHO�� (�� �������� 
&R�RSHUDWLRQ� %HWZHHQ� 5LYDOV�� ,QIRUPDO� .QRZ�KRZ
7UDGLQJ
��5HVHDUFK�3ROLF\�����

:DGH��5�� �������� 
&RPPRQ� 3URSHUW\� 5HVRXUFH�0DQDJHPHQW� LQ� 6RXWK� ,QGLDQ
9LOODJHV
�� FKDSWHU� ��� RI� WKH� 3URFHHGLQJV� RI� WKH� &RQIHUHQFH� RQ� &RPPRQ
3URSHUW\�5HVRXUFH�0DQDJHPHQW��$SULO�������

:HLW]PDQ��0��/��DQG�&��;X��������� 
9DJXHO\�'HILQHG�&R�RSHUDWLYHV�DQG�&R�
RSHUDWLYH� &XOWXUH�� D� 5HFRQFLOLDWLRQ� RI� D� 3DUDGR[LFDO� 3KHQRPHQRQ� LQ
7UDQVLWLRQDO�(FRQRPLHV
��+DUYDUG� ,QVWLWXWH� RI� (FRQRPLF�5HVHDUFK�'LVFXVVLRQ
3DSHU��1R�������

:HOOV�� 0�� �������� 
6XFFHVV� LQ� :KRVH� 7HUPV"� (YDOXDWLRQ� RI� D� &R�RSHUDWLYH
)DUP
��+XPDQ�2UJDQL]DWLRQ�




