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,Q� FRPSDULVRQ� ZLWK� WKH� QDWLYH� SRSXODWLRQ�� LPPLJUDQWV� DUH� RYHU�UHSUHVHQWHG� LQKRVSLWDOLW\�DQG�FRPPHUFLDO�VHUYLFHV�
7DEOH� ��� 3HUVRQV� RI� DJH� ������ \HDUV�ZLWK� RQH� RU�PRUH� MREV� DV� DQ� HPSOR\HH� DVSHUFHQWDJH�RI�WKH�WRWDO�HWKQLF�JURXS�LQ�WKH�1HWKHUODQGV��2FWREHU������,QGXVWU\ 1DWLYHV (WKQLF�PLQRULWLHV$JULFXOWXUH�DQG�ILVKLQJ ��� ���0LQLQJ ��� ���,QGXVWU\ ���� ����8WLOLW\�FRPSDQLHV ��� ���&RQVWUXFWLRQ ��� ���7UDGH ���� ����+RVSLWDOLW\ ��� ���7UDQVSRUW�DQG�FRPPXQLFDWLRQ ��� ���)LQDQFLDO�RUJDQLVDWLRQV ��� ���&RPPHUFLDO�VHUYLFHV ���� ����3XEOLF�DGPLQLVWUDWLRQ ��� ���(GXFDWLRQ ��� ���+HDOWK ���� ���&XOWXUH�DQG�RWKHU�VHUYLFHV ��� ���8QNQRZQ ��� ���6RXUFH��&%6�����������
7KH� LVVXH� RI� HWKQLF� PLQRULW\� HQWUHSUHQHXUVKLS� LV� GLVFXVVHG� LQ� WKH� OLWHUDWXUH� LQ� WKHFRQWH[W� RI� WKH� LQFRUSRUDWLRQ� RI� QHZ� LPPLJUDQWV� LQWR� WKH� ODERXU� PDUNHW�� &ODVVLFDOWKHRULHV�RI�DVVLPLODWLRQ�DVVXPH�ODERXU�VXSSO\�DV�D�SRRO� LQ�ZKLFK�LPPLJUDQWV�VWDUW�DWWKH� ERWWRP� DQG� JUDGXDOO\� �DQG� RFFDVLRQDOO\�� FOLPE� XS� WKH� VRFLR�HFRQRPLF� ODGGHU�ZKLOH� JDLQLQJ� VRFLDO� DFFHSWDQFH�� ,QWHJUDWLRQ� DQG� HPDQFLSDWLRQ� DUH� MXVW� D� PDWWHU� RIWLPH�LQ�WKLV�YLHZ��$�VHFRQG�OLQH�RI�WKHRULHV�FRQVLGHUV�QHZ�LPPLJUDQWV�DV�EHLQJ�PDLQO\DGGLWLRQV� WR� WKH� VHFRQGDU\� ODERXU� PDUNHW� OLQNHG� ZLWK� VPDOO� SHULSKHUDO� ILUPV�$FFRUGLQJ�WR�WKLV�WKHRU\��HWKQLF�PLQRULWLHV�H[SHULHQFH�SURORQJHG�SUREOHPV�LQ�HQWHULQJWKH�UHJXODU�ODERXU�PDUNHW�DQG�WKXV�VHHN�UHIXJH�LQ�VHOI�HPSOR\PHQW��:LOVRQ�DQG�3RUWHV������� LQWURGXFH� D� WKLUG� SRVVLELOLW\�� WKH� HQFODYH� HFRQRP\�� ZKLFK� FRQVLVWV� RILPPLJUDQW�RZQHG�ILUPV�WKDW�DUH�LVRODWHG�IURP�WKH�UHJXODU�HFRQRP\��WKXV�FRQVWLWXWLQJ�DGXDO� ODERXU� PDUNHW�� ,Q� WKH� ZRUGV� RI� 3RUWHV� ������� ����� HQFODYHV� DUH� ³GHQVHFRQFHQWUDWLRQV� RI� LPPLJUDQW� RU� HWKQLF� ILUPV� WKDW� HPSOR\� D� VLJQLILFDQW� SURSRUWLRQ� RIWKHLU�FR�HWKQLF�ODERU�IRUFH�DQG�GHYHORS�D�GLVWLQFWLYH�SK\VLFDO�SUHVHQFH�LQ�XUEDQ�VSDFH´�VHH�DOVR�3HWHUVRQ�DQG�5RTXHEHUW��������7KH�VHSDUDWLRQ�RI�WKH�UHJXODU�DQG�WKH�HWKQLFPLQRULW\� ODERXU� PDUNHW� LV� SHUPDQHQW� LQ� WKLV� FDVH� DQG� LQWHJUDWLRQ� KDV� IDLOHGFRPSOHWHO\�
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7KH� WKLUG� W\SLFDO� DVSHFW� RI� HWKQLF� PLQRULW\� ODERXU� DQG�� HVSHFLDOO\�� HWKQLF� PLQRULW\HQWUHSUHQHXUVKLS�LV�WKH�FUXFLDO�UROH�RI�WKH�RZQ�HWKQLF�JURXS��$OPRVW�E\�GHILQLWLRQ�WKHHQWUHSUHQHXU� KDV� D� VWURQJ� IRFXV� RQ� KLV� �RU� KHU�� RZQ� JURXS�� HVSHFLDOO\� WKH� ILUVWJHQHUDWLRQ� ZKR� VWDUWV� IRU� KLV� �KHU�� RZQ�� 1LMNDPS� ������� VWUHVVHV� WKDW�� DOWKRXJKQHWZRUN� SDUWLFLSDWLRQ� E\� FUHDWLYH� HQWUHSUHQHXUV� GRHV� QRW� QHFHVVDULO\� QHHG� DQ� XUEDQEDVH�� LQIRUPDO� VSDWLDO� QHWZRUNV�PD\� EH� IDYRXUDEOH� IRU� HWKQLF� HQWUHSUHQHXUV�� ,Q� WKHILHOGV� RI� FOLHQWV�� ILQDQFH�� LQIRUPDWLRQ� DQG� HPSOR\PHQW� WKH� WLHV�ZLWK� WKH� RZQ� HWKQLFJURXS� VWURQJO\� GRPLQDWH� �:DOGLQJHU� HW� DO�� ������ 5DP� ������ *UHHQH� �����.ORRVWHUPDQ��9DQ�GHU�/HXQ�DQG�5DWK��������9DQ�'HOIW��*RUWHU�DQG�1LMNDPS�������DUJXH�WKDW�HWKQLF�UHODWHG�VRFLDO�QHWZRUNV�DSSHDU�WR�EH�PXOWL�IDFHWHG�DQG�IOH[LEOH��DQGRIIHU� JRRG� SRVVLELOLWLHV� IRU� WKH� HIILFLHQW� UHFUXLWPHQW� RI� SHUVRQQHO� DQG� FDSLWDO�� ,QJHQHUDO��HWKQLF�EXVLQHVVHV�UHO\�KHDYLO\�RQ�ODERXU�IURP�WKHLU�SDUWLFXODU�HWKQLF�JURXS�RU�PRUH�VSHFLILFDOO\�� WKH� �H[WHQGHG�� IDPLO\�� $OVR�FDSLWDO� FDQ�EH�PRUH� HDVLO\�ERUURZHGLQIRUPDOO\��9DQ�'HOIW��*RUWHU�DQG�1LMNDPS��������,Q�DGGLWLRQ��ZLWKLQ�WKH�QHWZRUN�RIWKH�HWKQLF�JURXS�� LQGLYLGXDOV�DUH�GHSHQGLQJ�RQ�LQIRUPDO�ZD\V�RI�GRLQJ�EXVLQHVV�DQGH[FKDQJLQJ� LQIRUPDWLRQ�� EHFDXVH� WKHUH� LV� PXWXDO� WUXVW� ZLWKLQ� WKH� QHWZRUN�� /HH�&DPHURQ�� 6FKDHIIHU� DQG� 6FKPLGW� ������� FDOO� WKLV� SKHQRPHQRQ� WKH� VRFLDO� UHVRXUFHVH[SODQDWLRQ�� WKH�VXFFHVV�RI�HWKQLF�PLQRULW\�EXVLQHVV�FDQ� LQ�SDUW�EH�H[SODLQHG�E\� WKHH[LVWHQFH�RI�VXFK�VRFLDO�UHVRXUFHV�DV�URWDWLQJ�FUHGLWV��D�SURWHFWHG�PDUNHW��DQG�D�ODERXUVRXUFH�7KLV� WKLUG� W\SLFDO� DVSHFW� RI� FR�HWKQLF� HPSOR\PHQW� LV� HODERUDWHG� IXUWKHU� LQ� WKH� QH[WVHFWLRQ�IURP�WKH�JHQHUDO�SHUVSHFWLYH�RI� UHODWLYH� VPDOO� LQIRUPDWLRQ�DQG�FR�RUGLQDWLRQFRVWV��EXW�ZH�ZLOO�ILUVW�FRQVLGHU�WKH�TXHVWLRQ�ZKHWKHU�ZH�FDQ�ILQG�HPSLULFDO�HYLGHQFHRQ�RYHU�UHSUHVHQWDWLRQ�RI�HWKQLF�PLQRULW\�HPSOR\HHV�LQ�FR�HWKQLF�ILUPV�
� $FFRUGLQJ�WR�'H�*UDDII����������PLQLPLVLQJ�WKH�FRVWV�RI�DGDSWDWLRQ��RU�PLJUDWLRQ�FRVWV��LV�WKH�PDLQUHDVRQ� IRU� WKH� VSDWLDO� FOXVWHULQJ� RI� LPPLJUDQWV�� 7KLV� FDQ� EH� WUDQVODWHG� LQWR� YDULRXV� SRVLWLYH� VSDWLDOH[WHUQDOLWLHV�� VXFK� DV� WKH� SRVVLELOLWLHV� RI� REWDLQLQJ� LQIRUPDWLRQ�� KRXVLQJ� DQG� HYHQ� ILQGLQJ� IXWXUHVSRXVHV�� 7KLV�PD\�EH�D�UHVXOW�RI�ODERXU�PDUNHW�GLVFULPLQDWLRQ��ZKLFK�LV�GHILQHG�E\�%RUMDV �������DV�WKH�DULVHRI�GLIIHUHQFHV�LQ�HDUQLQJV�DQG�HPSOR\PHQW�RSSRUWXQLWLHV�DPRQJ�HTXDOO\� VNLOOHG�ZRUNHUV�HPSOR\HG� LQWKH� VDPH� MREV� VLPSO\�EHFDXVH�RI� WKH�ZRUNHUV¶� UDFH��JHQGHU�� QDWLRQDO� RULJLQ� RU� VH[XDO� RULHQWDWLRQ� DQGRWKHU�VHHPLQJO\�LUUHOHYDQW�FKDUDFWHULVWLFV��7KLV�DUJXPHQW�JRHV�EDFN�DV�IDU�DV�%HFNHU��������
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��� (PSLULFDO�HYLGHQFH$�QXPEHU�RI�VWXGLHV� LQGLFDWHV� WKDW�FR�HWKQLF�HPSOR\HHV�GRPLQDWH� LQ�HWKQLF�PLQRULW\ILUPV��VHH�7DEOH����$OO�RI�WKHVH�VWXGLHV�DUH�EDVHG�RQ�LQWHUYLHZV�ZLWK�PDQDJHUV��PRVWO\WKH�RZQHUV��RI�VPDOO�ILUPV�LQ�RU�DURXQG�$PVWHUGDP��0RVW�ILUPV�RSHUDWH�LQ�WKH�UHWDLOVHFWRU�RU�LQ�WKH�KRVSLWDOLW\�VHFWRU��7RJHWKHU�WKH\�IRUP�D�GDWDVHW�RI�����HWKQLF�PLQRULW\ILUPV��%HWZHHQ� ��� DQG� ��� SHUFHQW� RI� WKHVH� ILUPV� RQO\� HPSOR\� FR�HWKQLF� SHUVRQQHO�6RPH�ILUPV�HPSOR\�SHUVRQQHO�ZLWK�PL[HG�FR�HWKQLF�EDFNJURXQG�DQG�EHWZHHQ����DQG���SHUFHQW�RI�WKH�ILUPV�RQO\�HPSOR\�QRQ�FR�HWKQLF�SHUVRQQHO��:KHQ�ZH�FRPSDUH�WKHVHILJXUHV�ZLWK�WKH�EHQFKPDUN�RI�WKH�VL]H�RI�WKH�HWKQLF�PLQRULW\�JURXSV�DV�SHUFHQWDJH�RIWRWDO� SRSXODWLRQ�� WKLV� JLYHV� D� FOHDU� LGHD� WKDW� FR�HWKQLF� HPSOR\PHQW� LV� D� UHDOSKHQRPHQRQ�
7DEOH� ��� 3UHYDOHQFH� RI� FR�HWKQLF� SHUVRQQHO� LQ� HWKQLF� PLQRULW\� ILUPV� LQ� WKH1HWKHUODQGV�D6WXG\ (WKQLFEDFNJURXQG�RIRZQHUH

1XPEHU�RIILUPV�LQGDWDVHW
2QO\�FR�HWKQLFSHUVRQQHO���RI�ILUPV�

1R�FR�HWKQLFSHUVRQQHO���RI�ILUPV�
3HUVRQQHO�ZLWKPL[HG�HWKQLFEDFNJURXQG0DVXUHO�HW�DO�������E ���7XUNH\����3DNLVWDQ�,QGLD����0RURFFR

�� ������ ������ �����
%D\FDQ�/HYHQW��HWDO��������F 7XUNH\ �� ��� ��� ����
0DVXUHO�HW�DO������D�G 0RURFFR �� ����� ����� ����
0DVXUHO�DQG1LMNDPS������E� 7XUNH\ �� ����� ����� �����
D 7KH�HPSLULFDO�HYLGHQFH�GRHV�QRW�FRPH�IURP�WKH�SDSHUV�DV�VXFK��EXW�IURP�WKH�XQGHUO\LQJ�GDWDEDVHV��,WVKRXOG�EH�QRWHG��IXUWKHUPRUH��WKDW�ZH�GLG�QRW�PDNH�D�VKDUS�GLIIHUHQFH�EHWZHHQ�DFWLYH�IDPLO\�PHPEHUVDQG�IRUPDO�SHUVRQQHO�E �� UHVSRQGHQWV� ZRUN� DORQH�� ��� ZRUN� ZLWK� HPSOR\HHV� DQG� WKH� UHPDLQLQJ� �� GR� QRW� ZRUN� DORQH�� EXWZLWKRXW�HPSOR\HHV��EXW�ZLWK�EXVLQHVV�SDUWQHUV��VSRXVH�DQG�RU�IDPLO\�PHPEHUV��2WKHU�HWKQLF�PLQRULW\SHUVRQQHO�DFFRXQWV�IRU������RI�WKH�FDVHV��WKLV�LV�QRZ�SDUW�RI�µQR�FR�HWKQLF�SHUVRQQHO¶�F ��� RI� WKH� ��� ILUPV� KDG� HPSOR\HHV�� 2QO\� SHUFHQWDJHV� RI� WRWDO� YROXPH� ZHUH� DYDLODEOH�� ��� RI� WKHHPSOR\HHV�ZHUH�IDPLO\�PHPEHUV�G ��ZRUN�RQO\�ZLWK�0RURFFDQ�HPSOR\HHV����RQO\�ZLWK�0RURFFDQ�IDPLO\�PHPEHUV����ZLWK�RQO\�QDWLYHHPSOR\HHV��DQG���ZLWK�QDWLYH�HPSOR\HHV�DQG�0RURFFDQ�IDPLO\�PHPEHUV�H 3HRSOH� IURP� 7XUNH\�� 3DNLVWDQ�,QGLD� DQG� 0RURFFR� DV� SHUFHQWDJH� RI� WRWDO� SRSXODWLRQ� LQ� �����UHVSHFWLYHO\����������DQG������&%6������������
2WKHU�HYLGHQFH�IRU�WKH�SURSRVLWLRQ�WKDW�FR�HWKQLF�HPSOR\HHV�WHQG�WR�FOXVWHU�WRJHWKHU�LQILUPV�FRPHV�IURP�D�VXUYH\�FRQGXFWHG�E\�WKH�1HWKHUODQGV�(FRQRPLF�,QVWLWXWH�IRU� WKH&RQVWUXFWLRQ�,QGXVWU\��(,%��������7KHLU�VXUYH\�ZDV�VHQW�WR����� ILUPV�DQG�UHVSRQGHGE\� ����� ILUPV� ���� SHUFHQW� UHVSRQVH� UDWH��� 7KH� GHILQLWLRQ� RI� DQ� HWKQLF� PLQRULW\HPSOR\HH�LQ�WKLV�UHVHDUFK�LV�D�SHUVRQ�RI�ZKRP�DW�OHDVW�RQH�SDUHQW�ZDV�ERUQ�LQ�D�QRQ�
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ZHVWHUQ�IRUHLJQ�FRXQWU\��$�W\SLFDO�DVSHFW�RI�WKH�FRQVWUXFWLRQ�LQGXVWU\�LV�WKDW�PHPEHUVRI�HWKQLF�PLQRULW\�JURXSV�DUH�XQGHUUHSUHVHQWHG� LQ� LWV�HPSOR\PHQW��DOVR�VHH�7DEOH���5HSRUWHG�FDXVHV�DUH�WKH�LQIRUPDO�ZD\�RI�DWWUDFWLQJ�QHZ�HPSOR\HHV��ZKLFK�OHDGV�WR�DSDWK� GHSHQGHQF\��� WKH� µWRXJK¶� FXOWXUH� LQ� WKLV� SURIHVVLRQ�� DQG� GLVFULPLQDWLRQ� DQGSUHMXGLFH� DPRQJ� HPSOR\HUV� DERXW� WKH� ODQJXDJH� VNLOOV� DQG� WKH� SURGXFWLYLW\� RILPPLJUDQWV��(,%������������$ERXW����SHUFHQW�RI�DOO� ILUPV� LQ� WKH�FRQVWUXFWLRQ�VHFWRUUHSRUW�WR�KDYH�QR�HWKQLF�PLQRULW\�SHUVRQQHO�7KH�SUHYDOHQFH�RI�HWKQLF�PLQRULW\�SHUVRQQHO�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\�LQ�ILUPV�ZLWKDW�OHDVW�RQH�HWKQLF�PLQRULW\�HPSOR\HH�LV�VKRZQ�LQ�)LJXUH����7KH�LQWHUHVWLQJ�DVSHFW�RIWKLV�ILJXUH�LV�WKH�µIDW�WDLO¶�RQ�WKH�ULJKW��2QH�ZRXOG�H[SHFW�WKDW�WKH�IUHTXHQF\�RI�ILUPVGHFUHDVHV�ZKHQ�WKH�SUHYDOHQFH�RI�HWKQLF�PLQRULW\�SHUVRQQHO�ULVHV��7KLV�FDQ�LQGHHG�EHVHHQ�LQ� WKH� ILJXUH�XQWLO�D�SUHYDOHQFH�RI����SHUFHQW��$IWHU� WKLV�� LQ� WKH��������SHUFHQWSUHYDOHQFH�DUHD��ZH�VHH�DQ�XQH[SHFWHG�KXPS�WKDW�LQGLFDWHV�WKDW�WKHUH�LV�D�VXEVWDQWLDOQXPEHU�RI�ILUPV�ZKLFK�PDLQO\�FRQVLVW�RI�FR�HWKQLF�HPSOR\HHV��7KLV�FRQILUPV�WKH�LGHDWKDW�FR�HWKQLF�HPSOR\HHV�WHQG�WR�IORFN�WRJHWKHU��1RWH�KRZHYHU��WKDW�ZH�GR�QRW�NQRZWKH�HWKQLFLW\�RI�WKH�HQWUHSUHQHXU�LQ�WKLV�FDVH�
$OWKRXJK�WKH�LQIRUPDWLRQ�IURP�HPSLULFDO�UHVHDUFK�RQ�FR�HWKQLF�HPSOR\PHQW�LV�VFDUFH�WKH�GDWD�WKDW�ZH�ILQG�DOO�SRLQW�LQ�WKH�GLUHFWLRQ�WKDW�FR�HWKQLF�HPSOR\PHQW�LV�D�UHDO�DQGVXEVWDQWLDO� SKHQRPHQRQ��+RZHYHU�� WKHUH� LV� DPSOH� VFRSH� IRU� IXUWKHU� UHVHDUFK� RQ� WKHSUHYDOHQFH� DQG�PDJQLWXGH� RI� FR�HWKQLF� HPSOR\PHQW� LQ� GLIIHUHQW� VHFWRUV� RI� LQGXVWU\DQG�LQ�GLIIHUHQW�FRXQWULHV�
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)LJXUH� ��� 3UHYDOHQFH� RI� HWKQLF� PLQRULW\� SHUVRQQHO� LQ� WKH� 'XWFK� FRQVWUXFWLRQVHFWRU�LQ�ILUPV�ZLWK�HWKQLF�PLQRULW\�SHUVRQQHO�������

6RXUFH��FDOFXODWLRQV�EDVHG�RQ�WKH�VXUYH\�UHSRUWHG�LQ�(,%���������

� 5HDVRQV�IRU�FR�HWKQLF�HPSOR\PHQW*LYHQ� WKLV� HPSLULFDO� HYLGHQFH� RQ� RYHU�UHSUHVHQWDWLRQ� �DQG� XQGHU�UHSUHVHQWDWLRQ�� RIHWKQLF�JURXSV�LQ�VSHFLILF�ILUPV�DQG�VHFWRUV�RI�WKH�HFRQRP\��ZH�QRZ�WU\�WR�H[SODLQ�WKLVSKHQRPHQRQ�IURP�WKH�WKHRUHWLFDO�SHUVSHFWLYH�RI�LQIRUPDWLRQ�DQG�FR�RUGLQDWLRQ�FRVWV�
��� 6RFLDO�FDSLWDO��QHWZRUNV�DQG�WUXVW,Q� JHQHUDO� VRFLDO� QHWZRUNV� DQG� VRFLDO� FDSLWDO� DUH� VHHQ� DV�PDMRU� UHDVRQV�ZK\� HWKQLFILUPV�KLUH�D�GLVSURSRUWLRQDWH�DPRXQW�RI�FR�HWKQLF�ZRUNHUV�DQG�ZK\�FR�HWKQLF�ZRUNHUVZDQW�WR�ZRUN�LQ�FR�HWKQLF�ILUPV��6RFLDO�QHWZRUNV�DUH�QHWZRUNV�EDVHG�RQ�VRPH�VKDUHGFKDUDFWHULVWLFV� RI� SHRSOH�� H�J�� WKH\� KDYH� WKH� VDPH� HWKQLF�� FXOWXUDO� RU� UHOLJLRXVEDFNJURXQG��OLYH��RU�KDYH�OLYHG��LQ�WKH�VDPH�UHJLRQ�RU�QHLJKERXUKRRG��VSHDN�WKH�VDPHODQJXDJH�� DQG�RU� KDYH� WKH� VDPH� VRFLDO�HFRQRPLF� VWDWXV�� 7KH� LPSRUWDQFH� RI� WKHVHQHWZRUNV�LV� WKDW� WKH\�FDQ�FUHDWH�UHVRXUFHV�IRU� WKH�PHPEHUV�RI� WKH�QHWZRUN��ZKLFK�LVNQRZQ�DV�VRFLDO�FDSLWDO�� ,Q� WKH�ZRUGV�RI�%RXUGLHX��������������VRFLDO�FDSLWDO� LV�³WKHDJJUHJDWH� RI� WKH� DFWXDO� RU� SRWHQWLDO� UHVRXUFHV� ZKLFK� DUH� OLQNHG� WR� SRVVHVVLRQ� RI� DGXUDEOH�QHWZRUN�RI�PRUH�RU�OHVV�LQVWLWXWLRQDOL]HG�UHODWLRQVKLSV�RI�PXWXDO�DFTXDLQWDQFH
� :H�DFNQRZOHGJH�WKH�KHOS�RI�WKH�(,%�IRU�SURYLGLQJ�XV�WKHVH�GDWD�IURP�WKH�VXUYH\�
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������ ����� ����� ����� ������(WKQLF�PLQRULW\�SHUVRQQHO����RI�WRWDO�
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DQG� UHFRJQLWLRQ� ±� RU� LQ� RWKHU� ZRUGV�� WR� PHPEHUVKLS� LQ� D� JURXS´�� 7KHVH� UHVRXUFHVUDQJH�IURP�KLJKO\�LPSOLFLW�WR�FRQFUHWH�PDWHULDO�EHQHILWV�,PPDWHULDO�EHQHILWV�DUH�JHQHUDWHG�E\�WKH�VRFLDO�FRQWURO�IXQFWLRQ�RI�WKH�QHWZRUN��7KLVLQYROYHV� WKH�FUHDWLRQ�RI�XQLIRUP�YDOXHV� DQG�QRUPV��ZKLFK� HDVH� WKH� FR�RUGLQDWLRQ�RIEHKDYLRXU��9DOXHV�DQG�QRUPV�PDNH� WKH�EHKDYLRXU�RI�RWKHU�SHRSOH�PRUH�SUHGLFWDEOH�7KLV� ORZHUV� LQIRUPDWLRQ� FRVWV� DV� SDUW� RI� WUDQVDFWLRQ� FRVWV� E\� UHGXFLQJ� XQFHUWDLQW\ZLWKRXW�QHHGLQJ� WKH�KHOS�RI�H[SHQVLYH� IRUPDO�FR�RUGLQDWLRQ�V\VWHPV�� OLNH� WKH�SROLFHDQG�WKH�OHJDO�V\VWHP��6RFLDO�FRQWURO�DQG�VRFLDO�VDQFWLRQV�XSKROG�WKHVH�LQIRUPDO�UXOHV�%UHDNLQJ�WKH�UXOHV�OHDGV�WR�D�GHSUHFLDWLRQ�RI�WKH�UHSXWDWLRQ�RI�WKH�YLRODWRU�RI�WKH�UXOHV�VRPHWLPHV� ZLWK� FRQVHTXHQFHV� IRU� KLV� ZKROH� IDPLO\�� 7KLV� FDQ� JR� DV� IDU� DV� VRFLDORVWUDFLVP�� ZKLFK� KDV� VHULRXV� FRQVHTXHQFHV� IRU� WKH� RIIHQGHU¶V� VRFLDO�� UHOLJLRXV� DQGEXVLQHVV� OLIH�� %XW� YDOXHV� DQG� QRUPV� DOVR� FUHDWH� OR\DOW\� RI� LQGLYLGXDO� PHPEHUV� WR�RWKHU� PHPEHUV� RI�� WKH� JURXS�� (YHQ� ZKHQ� WKH� QHWZRUN� LV� SXWWLQJ� SUHVVXUH� RQ� DQLQGLYLGXDO�PHPEHU��KH�PD\�GHFLGH�WR�VWD\�LQ�WKH�QHWZRUN��QRW�WR�H[LW���QRW�WR�UDLVH�KLVYRLFH� DQG� SURWHVW� �QRW� WR� YRLFH� KLV� DQJHU��� EXW� WR� VXSSRUW� WKH� QHWZRUN� �WR� EH� OR\DO��+LUVFKPDQ�������
7KH�DGYDQWDJHV�RI�WKH�QHWZRUN�FDQ�DOVR�EH�IRXQG�LQ�LWV�IXQFWLRQ�DV�D�FRPPXQLFDWLRQGHYLFH�� WKURXJK�ZKLFK� UHOLDEOH� LQIRUPDWLRQ�� DERXW� IRU� H[DPSOH� MRE� RSSRUWXQLWLHV�� LVVSUHDG� WKURXJK� WKH� FRPPXQLW\� TXLFNO\� DQG� HIILFLHQWO\� �3RUWHV� �������1HWZRUNV� FDQDOVR� EH� KHOSIXO� LQ� VWDUWLQJ� XS� EXVLQHVVHV� E\� DFWLQJ� DV� D� OHQGLQJ� FKDQQHO�� $� IDPRXVH[DPSOH� DUH� WKH�.RUHDQ� URWDWLQJ� FUHGLW� DVVRFLDWLRQV� LQ� WKH�8QLWHG�6WDWHV� �/LJKW� DQG%RQDFLFK�������
7KH�PDLQ�IRUFH�EHKLQG�WKH�QHWZRUNV�LV�WKDW�WKH�PHPEHUV�VHH�WKHPVHOYHV�DV�EHORQJLQJWR� WKH� VDPH�JURXS�RI�SHRSOH��ZKR�DUH� µLQ� WKH� VDPH�VKLS¶�� DQG�KDYH� WR� FR�RSHUDWH� WRµVXUYLYH¶�LQ�WKH�VWUDQJH�DQG�PD\EH�µKRVWLOH¶�HQYLURQPHQW�WKH\�KDYH�PLJUDWHG�WR��7KLVOHDGV�WR��DV�3XWQDP��������FDOOV�LW��JHQHUDO�UHFLSURFLW\��0HPEHUV�RI�WKH�QHWZRUN�KHOSHDFK�RWKHU��7KH\�GR�QRW�GR�WKLV�WR�JHW�WKHLU�IDYRXU�UHWXUQHG�LQ�WKH�VDPH�DPRXQW��IURPWKH�VDPH�SHUVRQ�DQG�DV�VRRQ�DV�SRVVLEOH��EXW�LQ�WKH�LGHD�WKH\�ZLOO�UHFHLYH�VRPH�NLQG�RIKHOS�IURP�VRPHRQH�LQ�WKH�QHWZRUN�VRPHZKHUH�LQ�WKH�IXWXUH�ZKHQ�WKH\�QHHG�LW�LQ�WKHLUWXUQ�� $� FKDUDFWHULVWLF� RI� WKHVH� QHWZRUNV� LV� WKDW� WKHUH� H[LVWV� PXWXDO� WUXVW�� L�H�� WKHPHPEHUV� RI� WKH� QHWZRUN� H[SHFW� WKDW� WKH� RWKHU� PHPEHUV� ZLOO� FR�RSHUDWH� DQG� ZLOOUHFLSURFDWH�LQ�WKH�IXWXUH�WKH�IDYRXUV�UHFHLYHG�QRZ�
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5HVXOWV� RI�PLFUR�HFRQRPLF� JDPH�H[SHULPHQWV� DUH� LQ� OLQH�ZLWK� WKH� DERYH�PHQWLRQHGFKDUDFWHULVWLFV�RI�QHWZRUNV��3HRSOH� WHQG� WR�KDYH�PRUH� WUXVW� LQ�SHRSOH� WKDW�DUH�RI� WKHVDPH�UDFH�RU�QDWLRQDOLW\�WKDQ�LQ�RWKHU�SHRSOH��*ODHVHU�HW�DO��������%XFKDQ�HW�DO��������5HFLSURFLW\�KDV� DOVR�EHHQ� WHVWHG� LQ� ODERUDWRU\� H[SHULPHQWV��7KH� UHVXOWV� VXJJHVW� WKDWERWK�SRVLWLYH�DQG�QHJDWLYH�UHFLSURFLW\�LQIOXHQFH�SHRSOH¶V�EHKDYLRXU��)HKU�DQG�*lFKWHU������
7KH� HIIHFWV�±� DGYDQWDJHV� DQG� GLVDGYDQWDJHV� ±� RI� QHWZRUNV� DUH� KLJKO\� GHSHQGHQW� RQWKHLU� GHJUHH� RI� GHQVLW\�� 7KH�PRUH� FORVHG� DQG� GHQVH� WKH� QHWZRUN�� WKH� EHWWHU� DUH� WKHPHPEHUV� DEOH� WR� XSKROG� WKH� LPSOLFLW� YDOXHV� DQG� QRUPV� RI� UHFLSURFLW\� DQGWUXVWZRUWKLQHVV�� DQG� WKH�EHWWHU� WKH\� DUH� DEOH� WR� FLUFXODWH� LQIRUPDWLRQ��+RZHYHU�� WKLVFDQ�HDVLO\�WXUQ�LQWR�D�GLVDGYDQWDJH��DV�D�FORVHG�QHWZRUN�LPSDLUV�WKH�ULVN�WR�PLVV�QHZ�SRWHQWLDOO\�EHQHILFLDO� LQIOXHQFHV� IURP�RXWVLGH� WKH�QHWZRUN��$� IHDWXUH�RI�PDQ\� KLJK�GHQVLW\�QHWZRUNV�ZLWK�KLJK�PXWXDO�WUXVW�DPRQJ�LWV�PHPEHUV�LV�WKDW�WKH\�H[SRVH�YHU\OLWWOH�WUXVW�LQ�SHRSOH�IURP�RXWVLGH�WKH�QHWZRUN��)XNX\DPD��������DUJXHV�WKDW�WKLV�FRXOGEH�WKH�UHDVRQ�WKDW�FRXQWULHV�LQ�ZKLFK�SHRSOH�RQO\�KDYH�WUXVW�LQ�WKHLU��H[WHQGHG��IDPLO\VHHP�WR�KDYH�UHODWLYHO\�OHVV�ODUJH�ILUPV�WKDQ�FRXQWULHV�LQ�ZKLFK�SHRSOH�KDYH�D�KLJKHUJHQHUDO� WUXVW� LQ� VWUDQJHUV�� L�H�� LQ� SHRSOH� IURP� RXWVLGH� WKHLU� RZQ� �H[WHQGHG� IDPLO\�QHWZRUN��)RU�D�ILUP�WR�JURZ�ODUJH��LW�LV�QHFHVVDU\�WR�DWWUDFW�VWUDQJHUV�ZLWK�FHUWDLQ�VNLOOVDQG�FDSDELOLWLHV�WKDW�FDQQRW�EH�IRXQG�LQ�RQH¶V�RZQ�QHWZRUN�RU�IDPLO\��7KLV�K\SRWKHVLVKDV�EHHQ�FRUURERUDWHG�E\�WKH�HPSLULFDO�UHVHDUFK�RI�/D�3RUWD�HW�DO����������,I�WKH�DERYHLV� WUXH�� WKHQ� LW� VKRXOG� EH� WKH� FDVH� WKDW� ILUPV� RZQHG� E\� PLJUDQWV� IURP� µORZ� WUXVW¶FRXQWULHV� �OLNH�&KLQD�� 7XUNH\�� 6RXWK�,WDO\� DQG� )UDQFH�� KDYH� D� ODUJHU� SRUWLRQ� RI� FR�HWKQLF� HPSOR\HHV� WKDQ� ILUPV� RZQHG� E\� PLJUDQWV� IURP� µKLJK� WUXVW¶� FRXQWULHV� �OLNH-DSDQ��*HUPDQ\��1RUWK�,WDO\��1HWKHUODQGV�DQG�WKH�8QLWHG�6WDWHV��� :KHQ�DSSURSULDWHGDWD�ZHUH�DYDLODEOH��WKLV�K\SRWKHVLV�FRXOG�EH�WHVWHG�LQ�IXWXUH�UHVHDUFK�
��� 8WLOLW\�RI�FR�HWKQLF�HPSOR\PHQW:H�QRZ�WXUQ�WR�WKH�LQFHQWLYHV�IRU�D�PHPEHU�RI�DQ�HWKQLF�PLQRULW\�JURXS�WR�ILQG�D�MRELQ� D� FR�HWKQLF� ILUP� RU� D� UHJXODU� ILUP�� $� UHJXODU� ILUP� LV� D� ILUP� LQ� ZKLFK� HWKQLFPLQRULWLHV� DUH� QRW� RYHU�UHSUHVHQWHG� LQ� WKH� SHUVRQQHO� VWUXFWXUH� DV� FRPSDUHG�ZLWK� WKH
� 7KLV�GLVWLQFWLRQ�LQ�KLJK�DQG�ORZ�WUXVW�FRXQWULHV�LV�EDVHG�RQ�)XNX\DPD��������
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SUHYDOHQFH�RI�WKH�HWKQLF�PLQRULW\�JURXS�LQ�WKH�WRWDO�SRSXODWLRQ��$�UHJXODU�MRE�LV�D�MRELQ�D� UHJXODU� ILUP�DQG�D� FR�HWKQLF� MRE� LV�D� MRE� LQ�D� FR�HWKQLF� ILUP��:H� VWDUW�ZLWK� WKHEDVLF�DVVXPSWLRQ�WKDW�D�SHUVRQ�ZDQWV�WR�PD[LPLVH�KHU�XWLOLW\�IXQFWLRQ��6KH�FDQ�FKRRVHEHWZHHQ�D�UHJXODU�MRE�DQG�D�FR�HWKQLF�MRE��7KH�XWLOLW\�VKH�GHULYHV�IURP�D�MRE�GHSHQGVRQ� WKH� FKDQFH� RI� ILQGLQJ� WKH� MRE� �DQG� WKH� VHDUFK� FRVWV�� DQG� WKH� UHZDUGV� RI� WKH� MRE�FRUUHFWHG�IRU�LQYHVWPHQW�FRVWV�LQ�HGXFDWLRQ�HW�FHWHUD���6KH�FKRRVHV�D�UHJXODU�MRE�LI�WKHXWLOLW\�RI�D�UHJXODU�MRE�LV�KLJKHU�WKDQ�WKH�XWLOLW\�RI�D�FR�HWKQLF�MRE��:H�ILUVW�ORRN�DW�WKHLQFHQWLYH� VWUXFWXUH� WKDW� LV� FRQQHFWHG� WR� WKH� UHZDUGV�� DIWHU� WKDW�ZH� FRQWLQXH�ZLWK� WKHLQFHQWLYHV�DULVLQJ�IURP�WKH�VHDUFK�SURFHVV�
����� 5HZDUGV�±�PDQDJHPHQW�SUREOHPV7KH� UHZDUGV� RI� DQ� HPSOR\HH� DUH� ODUJHO\� GHWHUPLQHG� E\� KHU� SURGXFWLYLW\�� $�ZLGHO\UHFRJQLVHG�SUREOHP�FRQVLGHULQJ�SURGXFWLYLW\� LV� WKDW�SURGXFWLYLW\� LV�KDUG� WR�PHDVXUH�$V\PPHWULF�LQIRUPDWLRQ�ZLWK�UHVSHFW�WR�WDVNV�DQG�WKHLU�IXOILOPHQW�EHWZHHQ�PDQDJHUVDQG� SHUVRQQHO� OHDGV� WR� WKH� ZHOO�NQRZQ� SULQFLSDO�DJHQW� SUREOHP�� 7KH� SULQFLSDO� �WKHPDQDJHU�� KDV� RWKHU� REMHFWLYHV� WKDQ� WKH� DJHQW� �WKH� HPSOR\HH��� EXW� LV� QRW� DEOH� WRPRQLWRU�WKH�EHKDYLRXU�RI�WKH�HPSOR\HH�FRPSOHWHO\��6WURQJ�IRUPDO�PRQLWRULQJ�RQ�WKHDVSHFWV� RI� WKH� HPSOR\HH¶V� EHKDYLRXU� WKDW� FDQ� EH�PRQLWRUHG� RIWHQ� OHDGV� WR� SHUYHUVHFRQVHTXHQFHV��7KH�HPSOR\HH�ZLOO� WHQG�WR�GR�KHU�XWPRVW�EHVW� WR�SHUIRUP�ZHOO�RQ� WKHPRQLWRUHG� WDVNV� EXW� ZLOO� QHJOHFW� KHU� RWKHU� GXWLHV�� 7KH� SULQFLSDO�DJHQW� SUREOHP� LVDJJUDYDWHG� E\� WKH� LQKHUHQW� LQFRPSOHWHQHVV� RI� FRQWUDFWV�� ,W� LV� YHU\� FRVWO\� WR� JDWKHULQIRUPDWLRQ��VRPH�LQIRUPDWLRQ�FDQQRW�EH�REWDLQHG�DW�DOO��LW�LV�FRVWO\�WR�ZULWH�GRZQ�DQH[WHQVLYH� FRQWUDFW� DQG� ZULWLQJ� GRZQ� DOO� SRVVLEOH� HYHQWV� PD\� HYHQ� FUHDWH� GLVWUXVWDPRQJ�WKH�FRQWUDFWLQJ�SDUWLHV��)XUWKHUPRUH��HYHQ�ZLWK�D�FRPSOHWH�DQG�OHJDOO\�ELQGLQJFRQWUDFW�� VHYHUH� FRVWV� DUH� LQYROYHG� ZLWK� WKH� HQIRUFHPHQW� RI� WKLV� FRQWUDFW� WKURXJKMXGLFLDO�SURFHGXUHV��7KH\�DUH�FRVWO\�� WLPH�FRQVXPLQJ�DQG�VRPH�SDUWV�RI� WKH�FRQWUDFWFDQQRW�EH�YHULILHG�E\�WKLUG�SDUWLHV�OLNH�MXGJHV��7KHVH�KLJKO\�LQFRPSOHWH�FRQWUDFWV�JLYHFRQWUDFWLQJ� SDUWLHV� RSSRUWXQLW\� DQG� LQFHQWLYHV� WR� VKLUN� RQ� WKH� H[SHQVH� RI� WKH� RWKHUSDUW\��:LOOLDPVRQ��������
%HVLGHV� WKLV�PRQLWRULQJ� SUREOHP�� DOVR� WKH� ERQGLQJ� SUREOHP� FRPHV� IRUWK� RXW� RI� WKHFRPELQDWLRQ�RI�ERXQGHG�UDWLRQDOLW\��VFDUFLW\�RI�LQIRUPDWLRQ�DQG�FRQWUDFWLQJ�SUREOHPV�7KH� SURGXFWLYLW\� RI� DQ� HPSOR\HH� ULVHV� ZKHQ� VKH� ZRUNV� ORQJHU� LQ� WKH� VDPH� ILUP�OHDUQLQJ� E\� GRLQJ�� DQG� ZKHQ� VSHFLILF� LQYHVWPHQWV� DUH� PDGH�� 6SHFLILFLW\� RI� DQ
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LQYHVWPHQW� PHDQV� WKDW� WKH� YDOXH� RI� DQ� LQYHVWPHQW� LV� GLUHFWO\� GHSHQGHQW� RI� WKHFRQWLQXDWLRQ� RI� WKH� UHODWLRQVKLS��$Q� H[DPSOH� LV� D� ILUP� LQYHVWLQJ� LQ� WKH� VNLOOV� RI� DQHPSOR\HH�ZKLOH�WKHVH�VNLOOV�DUH�RQO\�YDOXDEOH�LQ�WKLV�SDUWLFXODU�ILUP��7KH�SURGXFWLYLW\RI�WKH�HPSOR\HH�LQ�WKLV�ILUP�ULVHV�DQG��DV�ORQJ�DV�WKH�HPSOR\HH�VWD\V�ZLWKLQ�WKH�ILUP�WKH� LQYHVWPHQW� OHDGV� WR�H[WUD� UHQWV� �WR�EH�GLYLGHG�EHWZHHQ� ILUP�DQG�HPSOR\HH���7KHODFN� RI� FRPSOHWH� FRQWUDFWV� KLQGHUV�PXWXDOO\� DGYDQWDJHRXV� LQYHVWPHQWV� LQ� WKLV� FDVH�EHFDXVH�WKH�H[�DQWH��EHIRUH�WKH�LQYHVWPHQW��FRPPLWPHQWV�DUH�QRW�FUHGLEOH�LQ�WKH�SRVW�LQYHVWPHQW�SKDVH��7KH�LQFHQWLYHV�IRU�VSOLWWLQJ�WKH�UHQWV�DQG�FRQWLQXLQJ�WKH�UHODWLRQVKLSKDYH�FKDQJHG�E\�WKHQ��$OWKRXJK�WKHUH�DUH�SURILWDEOH�LQYHVWPHQWV�WR�EH�PDGH��SRWHQWLDOLQYHVWRUV� PD\� UHIUDLQ� IURP� GRLQJ� VR�� EHFDXVH� WKH\� DUH� DIUDLG� WKDW� WKHLU� WUDQVDFWLRQSDUWQHU�ZLOO�KROG�WKHP�XS�
7KLV�PHDQV�WKDW�WKHUH�LV�QR�IRUPDO�ZD\�WR�VROYH�WKH�SULQFLSDO�DJHQW�EDVHG�PRQLWRULQJDQG�ERQGLQJ�SUREOHPV��7KH�SULQFLSDO�DQG�KLV�DJHQW�KDYH�WR�WUXVW�HDFK�RWKHU��L�H��WKH\H[SHFW�WKDW�WKH�RWKHU�ZLOO�UHIUDLQ�IURP�RSSRUWXQLVWLF�EHKDYLRXU�DQG�SHUIRUP�DFFRUGLQJWR� WKH� OHWWHU� DQG� VSLULW� RI� WKH� DJUHHPHQW�� 7KH� DELOLW\� WR� WUXVW� LV� RIWHQ� VHHQ� DV� DQLPSRUWDQW� HOHPHQW� RI� VRFLDO� FDSLWDO�� ZKLOH� QHWZRUNV� DUH� UHJDUGHG� DV� DQ� HVVHQWLDOIUDPHZRUN� IRU� WKH� GHYHORSPHQW� RI� WUXVW� DQG� VRFLDO� FDSLWDO� �VHH� H�J�� WKH� UHYLHZV� E\1RRWHERRP������DQG�6REHO��������:LWKLQ�D�FHUWDLQ�QHWZRUN��H�J��DQ�HWKQLF�PLQRULW\JURXS��PHPEHUV�FDQ�HDVLO\�WUDQVSRVH�DQG�HQIRUFH�FROOHFWLYH�YDOXHV�DQG�QRUPV��ZKLFKFUHDWHV�PXWXDO� WUXVW��$FWLQJ� LQ�DFFRUGDQFH�ZLWK� WKHVH�YDOXHV�DQG�QRUPV� OHDGV� WR� WKHSRVLWLYH� UHZDUG� RI� VRFLDO� UHFRJQLWLRQ�� ZKLOH� µEDG¶� EHKDYLRXU� UHVXOWV� LQ� D� ORVV� RIUHSXWDWLRQ�DQG��LQ�WKH�ZRUVW�FDVH��H[FOXVLRQ�IURP�WKH�QHWZRUN��%HFDXVH�LW�WDNHV�VRPHWLPH�WR�FUHDWH�D�VROLG�UHSXWDWLRQ�±�D�YDOXDEOH�DVVHW�DV�LW�LV�XVHIXO�LQ�ERWK�EXVLQHVV�DQGVRFLDO�PDWWHUV�±�ZKLOH�LW�FDQ�EH�GHVWUR\HG�DW�RQFH�E\�RQH�XQZLVH�PDOHYROHQW�DFW��WKHLPSOLHG� WULJJHU�PHFKDQLVP� IRUPV� DQ� LQGLVSXWDEOH� VWURQJ� LQFHQWLYH� WR� EHKDYH� E\� WKHUXOHV�
)URP�WKLV�SHUVSHFWLYH��WKH�HWKQLF�QHWZRUN�FDQ�EH�VHHQ�DV�D�WUXVW�FUHDWLQJ�GHYLFH��ZKLFKPDNHV�LW�SRVVLEOH�WR�HFRQRPLVH�RQ�WKH�WUDQVDFWLRQ�FRVWV�WKDW�DFFRPSDQ\�PDQDJHPHQWSUREOHPV�� 7KH� LQIRUPDO� WLHV� DUH� XVHG� DV� D� PHDQV� RI� PDQDJHULDO� GLVFLSOLQH� WKDWPLWLJDWHV� WKH� PRQLWRULQJ� DQG� WKH� ERQGLQJ� SUREOHP�� $QRWKHU� DGYDQWDJH� RI� WKLVPDQDJHPHQW�GHYLFH�LV� WKDW� LW� LV�KHOSIXO� LQ�VXEVWLWXWLQJ�IRUPDO�SURFHGXUHV��(VSHFLDOO\LQ�WKH�FDVH�RI�HWKQLF�PLQRULW\�ILUPV��WKH�ILUP�RZQHU�PLJKW�KDYH�OLWWOH�RU�QR�NQRZOHGJH
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RI� WKH� RIILFLDO� ODERXU�PDUNHW� DQG� LWV� UHJXODWLRQV��&R�HWKQLF� HPSOR\HHV� DUH� IRU� WKHVHUHDVRQV� PRUH� SURGXFWLYH� LQ� FR�HWKQLF� ILUPV� WKDQ� HPSOR\HHV� ZLWK� RWKHU� HWKQLFEDFNJURXQGV�� 7KH� UHVXOWLQJ� H[WUD� UHQWV� IRU� WKH� FR�HWKQLF� ILUP� PD\� EH� VSOLW� DPRQJRZQHU�DQG�SHUVRQQHO��ZKLFK�IRUPV�D�PRQHWDU\�LQFHQWLYH�IRU�FR�HWKQLF�HPSOR\PHQW�
,I�WKH�PRQLWRULQJ�DQG�ERQGLQJ�SUREOHPV�DQDO\VLV�LV�FRUUHFW��ZH�H[SHFW�WKDW�WKH�DYHUDJHWHQXUH�RI�HWKQLF�PLQRULW\�SHUVRQQHO�LV�ORZHU�LQ�UHJXODU�ILUPV�WKDQ�LQ�FR�HWKQLF�ILUPV�7KH� WUXVW� FUHDWLQJ� QHWZRUN� DVSHFW� LV� PLVVLQJ� LQ� UHJXODU� ILUPV�� ZKLOH� LW� LV� GRLQJ� LWVEHQHILFLDO�ZRUN�LQ�FR�HWKQLF�ILUPV��,W�LV�KDUG�WR�ILQG�GDWD�RQ�ILULQJ�GHFLVLRQV�RU�DYHUDJHWHQXUH�RI�HWKQLF�PLQRULW\�JURXS�PHPEHUV��EXW�WKH�(,%�VXUYH\������������DERXW�HWKQLFPLQRULWLHV�LQ�WKH�'XWFK�FRQVWUXFWLRQ�LQGXVWU\�UHSRUWV�DQ�H[WUDRUGLQDULO\�KLJK�YRODWLOLW\LQ� HWKQLF�PLQRULW\� SHUVRQQHO�� %RWK� LQIORZ� DQG� RXWIORZ� DUH� DERXW� ��� SHUFHQW� RI� WKHWRWDO� QXPEHU� RI� HWKQLF�PLQRULW\� HPSOR\HHV� SHU� \HDU�� 7KLV� FRXOG� EH� UHJDUGHG� DV� DQLQGLFDWLRQ� WKDW� ILUPV� ZLWK� D� QRQ�FR�HWKQLF� RZQHU� VXIIHU� VXEVWDQWLDO� PDQDJHPHQWSUREOHPV�WR�NHHS�WKHLU�HWKQLF�PLQRULW\�ODERXUHUV�LQVLGH�WKH�ILUP�
����� 5HZDUGV�±�JHQHUDO�DQG�FXOWXUH�VSHFLILF�VNLOOV$� PRUH� GLUHFW� OLQN� EHWZHHQ� UHZDUGV� DQG� SURGXFWLYLW\� JRHV� WKURXJK� WKH� QRWLRQ� RIJHQHUDO�VNLOOV��*HQHUDO�VNLOOV�RULJLQDWH� LQ�IRUPDO�HGXFDWLRQ�DQG�UDLVH� WKH�SURGXFWLYLW\RI� WKH� HPSOR\HH� DQG� WKHUHE\� KHU� UHZDUGV�� 7KHVH� VNLOOV� DUH� H[WUHPHO\� LPSRUWDQW� LQUHJXODU�MREV�DQG�QDWLYHV�PLJKW�KDYH�D�QDWXUDO�OHDG��IRU�H[DPSOH�EHFDXVH�WKH\�DUH�EHWWHUVSHDNHUV� RI� WKH� QDWLYH� ODQJXDJH�� ,Q� HWKQLF� ILUPV�� WKHVH� JHQHUDO� VNLOOV� PLJKW� EHVRPHZKDW�OHVV�LPSRUWDQW��EHFDXVH�WKH�RQ�DYHUDJH�VPDOO�VL]H�RI�WKHVH�ILUPV�UHTXLUHV�DQRQ�DYHUDJH�ORZHU�OHYHO�RI�VNLOOV�DQG�DOVR�IOXHQF\�RI�WKH�PDMRULW\�ODQJXDJH�PD\�EH�OHVVRI�D�QHFHVVLW\�
&XOWXUH�VSHFLILF� LQYHVWPHQWV� LQ�NQRZOHGJH�RI�RQH¶V�RZQ�HWKQLF�PLQRULW\�FXOWXUH�DQGODQJXDJH�DUH�XVHOHVV�IRU�UHJXODU�MREV��EXW�DUH�YDOXDEOH�IRU�FR�HWKQLF�MREV��.QRZOHGJHRI�WKH�VSHFLILF�FXOWXUH�DQG�ODQJXDJH�JLYHV�WKH�HPSOR\HHV�D�FRPSDUDWLYH�DGYDQWDJH�WRQRQ�FR�HWKQLF�SHRSOH�LQ�FRPPXQLFDWLQJ�ZLWK�WKH�FR�HWKQLF�ERVV��WKH�RWKHU�HPSOR\HHV�WKH�VXSSOLHUV�DQG�WKH�FXVWRPHUV��7KLV�PLJKW�DOVR�LQYROYH�µWDFLW�NQRZOHGJH¶�DERXW�WKHSURGXFW�� IRU� H[DPSOH� KRZ� LW� VKRXOG� WDVWH� RU� ORRN� OLNH�� )XUWKHUPRUH�� WKH� FXVWRPHUVPLJKW� H[SHFW� FR�HWKQLF� SHUVRQQHO�� IRU� H[DPSOH� LQ� D� UHVWDXUDQW�� 6R�� EHFDXVH� RI� WKHLUFXOWXUH� VSHFLILF� VNLOOV�� FR�HWKQLF� HPSOR\HHV� DUH� PRUH� SURGXFWLYH� LQ� FR�HWKQLF� ILUPV
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WKDQ� LQ� QRQ�FR�HWKQLF� ILUPV�� DQG� FR�HWKQLF� HPSOR\HHV� DUH� PRUH� SURGXFWLYH� LQ� FR�HWKQLF�ILUPV�WKDQ�HPSOR\HHV�ZLWK�D�GLIIHUHQW�FXOWXUDO�EDFNJURXQG��%RWK�UHDVRQV�IRUPLQFHQWLYHV�WR�ZRUN�LQ�D�FR�HWKQLF�ILUP�
����� 5HZDUGV�±�SRVLWLYH�DQG�QHJDWLYH�GLVFULPLQDWLRQ2EYLRXVO\� GLVFULPLQDWLRQ� LQ� UHJXODU� ILUPV� KDV� D� QHJDWLYH� HIIHFW� RQ� UHZDUGV� IRUPHPEHUV�RI�HWKQLF�PLQRULW\�JURXSV��'LVFULPLQDWLRQ�RQ� FXOWXUDO� EDFNJURXQG� OHDGV� WRERWK�PRQHWDU\�GLVLQFHQWLYHV� WR�ZRUN� IRU� D� UHJXODU� ILUP� �QRW�PDNLQJ� SURPRWLRQ�� QRWUHFHLYLQJ�ERQXVHV��DQG�QRQ�PRQHWDU\�GLVLQFHQWLYHV��YLFWLP�RI� WHDVLQJ�E\�FROOHDJXHV�DOZD\V�KDYLQJ�WR�GR�WKH�GLUW\�MREV���'LVFULPLQDWLRQ�PD\�ZRUN�WKH�RWKHU�ZD\�URXQG�LQFR�HWKQLF�ILUPV��7KH�HPSOR\HU�PLJKW�IHHO�D�PRUDO�REOLJDWLRQ��UHVXOWLQJ�IURP�WKH�VRFLDOQHWZRUN��WR�KHOS�DQG�FRPIRUW�FR�HWKQLF�HPSOR\HHV��7KH�HPSOR\HU�LV�PRUH�EHQHYROHQWWR� KLV� FR�HWKQLF� SHUVRQQHO� WKDQ� D� QRQ�FR�HWKQLF� ERVV�� 7KLV� PLJKW� HYHQ� RIIHU� WKHSRVVLELOLW\�IRU�WKH�ZRUNHUV�WR�KDYH�D�µJRRG�WLPH¶�DQG�VKLUN��$�MRE�LQ�D�FR�HWKQLF�ILUPPLJKW�DOVR�RIIHU�EHWWHU�FDUHHU�SHUVSHFWLYHV��IRU�H[DPSOH�WR�JHW�SURPRWHG��WR�EHFRPH�DSDUWQHU�RU�WR�WDNH�RYHU�WKH�EXVLQHVV�ZKHQ�WKH�RZQHU�UHWLUHV�
7KLV�LVVXH�FDQ�DOVR�EH�UHODWHG�WR�WUXVW�DQG�QHWZRUNV��(WKQLF�PLQRULW\�HPSOR\HHV�RQO\WUXVW� FR�HWKQLF� HPSOR\HUV� WR� EH� IDLU� WR� WKHP� DQG� WR� QRW� GLVFULPLQDWH� DJDLQVW� WKHP�7KH\�PLJKW� KDYH� OHVV� RU� QR� WUXVW� LQ� �RU� DUH� XQDZDUH� RI�� WKH� RIILFLDO� ODERXU�PDUNHWUHJXODWLRQV� DQG�RU� WKH� PRWLYDWLRQV� RI� QRQ�FR�HWKQLF� HPSOR\HUV�� 7KHLU� WUXVW� LQ� FR�HWKQLF�HPSOR\HUV�LV�EDVHG�RQ�WKH�NQRZOHGJH�WKDW�WKH\�FDQ�UHO\�RQ�WKH�VRFLDO�QHWZRUNLQ�FDVH�WKH\�DUH�PLVWUHDWHG�E\�WKHLU�FR�HWKQLF�ERVV��ZKLOH�WKLV�SURWHFWLRQ�PHFKDQLVP�LVQRW�DYDLODEOH�ZKHQ�D�QRQ�FR�HWKQLF�HPSOR\HU�LV�LQYROYHG�
7KH�QHWZRUNV�DOVR�GHOLYHU�QRQ�PRQHWDU\�UHZDUGV� WR� WKH�HPSOR\HHV� LQ� WKH�VHQVH�RI�DFHUWDLQ�VRFLDO�UHFRJQLWLRQ�IURP�RWKHU�JURXS�PHPEHUV��ZKHQ�HPSOR\HHV�GHFLGH�WR�ZRUNIRU�D�FR�HWKQLF�ILUP��,Q�WKLV�ZD\��ERWK�HPSOR\HUV�DQG�HPSOR\HHV�REH\�WR�DQ�LQIRUPDOPRUDO�REOLJDWLRQ�WR�KHOS�HDFK�RWKHU��7KH�HPSOR\HU�KHOSV�WKH�PHPEHUV�RI�KLV�FR�HWKQLFJURXS� E\� RIIHULQJ� HPSOR\PHQW�� 7KH� HPSOR\HHV� KHOS� WKH� FR�HWKQLF� HPSOR\HU� E\RIIHULQJ�WKHLU�ODERXU�
:H�QRZ�WXUQ�RXU�DWWHQWLRQ�WR�WKH�LQFHQWLYHV�WKDW�FRPH�IRUWK�RXW�RI�WKH�VHDUFK�SURFHVV�



��

����� 6HDUFK�±�VLJQDOOLQJ$V�ZH�VDZ�DERYH��SULQFLSDO�DJHQW�SUREOHPV�DULVH�EHFDXVH�RI�LQIRUPDWLRQ�DV\PPHWULHVEHWZHHQ�HPSOR\HUV�DQG�HPSOR\HHV��7KH�HTXLYDOHQW�RI� WKLV�PDQDJHPHQW�SUREOHP�IRUWKH�VHDUFK�SURFHVV�HPHUJHV�IURP�WKH�GLIIHUHQFHV�LQ�DV\PPHWULF�LQIRUPDWLRQ�DERXW�WKHTXDOLWLHV�RI�DSSOLFDQWV��$SSOLFDQWV�NQRZ�PRUH�DERXW�WKHLU�RZQ�VNLOOV�DQG�PRWLYDWLRQVWKDQ�WKH�SRWHQWLDO�HPSOR\HU�GRHV�DQG�WHQG�WR�SUHVHQW�DQ�RYHURSWLPLVWLF�YLHZ�RI� WKHLUTXDOLWLHV��7KHUH�DUH�WKUHH�UHDVRQV�ZK\�HWKQLF�PLQRULW\�DSSOLFDQWV�FRXOG�PDNH�D�EHWWHULPSUHVVLRQ�RQ�D�FR�HWKQLF�HPSOR\HU�WKDQ�D�RQ�QRQ�FR�HWKQLF�HPSOR\HU�)LUVW� LV� WKH� SUREOHP� WKDW� FHUWDLQ� IRUHLJQ� GLSORPDV� DUH� QRW� UHFRJQLVHG� E\� QDWLYHHPSOR\HUV��EXW�DUH�UHFRJQLVHG�E\�FR�HWKQLF�HPSOR\HUV��7KH�PDJQLWXGH�RI�WKLV�SUREOHPLQFUHDVHV�ZKHQ� LW� LV� FRPELQHG�ZLWK�FRPPXQLFDWLRQ�SUREOHPV�EHWZHHQ� WKH� HPSOR\HUDQG�WKH�DSSOLFDQW��IRU�LQVWDQFH�ZKHQ�WKH�FDQGLGDWH�KDV�WURXEOH�LQ�H[SUHVVLQJ�KHUVHOI�LQWKH� PDMRULW\� ODQJXDJH� RI� WKH� KRVW� FRXQWU\�� 7KLV� PDNHV� LW� PRUH� GLIILFXOW� IRU� WKHDSSOLFDQW�WR�FRPPXQLFDWH�KHU�VNLOOV�DQG�PRWLYDWLRQV�WR�WKH�QDWLYH�HPSOR\HU��ZKLOH�VKHKDV� QR� SUREOHP� GLVFXVVLQJ� WKLV� VXEMHFW� LQ� KHU� QDWLYH� ODQJXDJH� ZLWK� D� FR�HWKQLFHPSOR\HU�6HFRQG�LV�WKH�SUREOHP�RI�GLVFULPLQDWLRQ��7KLV�FDQ�EH�RXWULJKW�GLVFULPLQDWLRQ��EXW�DOVRVWDWLVWLFDO�GLVFULPLQDWLRQ��/RXU\��������:KHQ�D�FHUWDLQ�HWKQLF�PLQRULW\�JURXS�JHWV�DVWLJPD� DWWDFKHG� IRU� EHLQJ� µOD]\¶�� µXQSURGXFWLYH¶� RU� µIUDXGXOHQW¶�� WKLV� GLPLQLVKHV� WKHFKDQFH�RI� DOO�PHPEHUV�RI� WKLV� VWLJPDWLVHG� JURXS� WR�JHW� HPSOR\HG� LQ� D� UHJXODU� ILUP�%DG�HPSOR\HHV�ZLOO�GULYH�RXW�JRRG�HPSOR\HHV��6LQFH�WKH�UDWH�RI�UHMHFWLRQ�LV�VR�KLJK��LWLV�QRW�ZRUWKZKLOH�DQ\PRUH�IRU�µJRRG¶��XQULJKWIXOO\�VWLJPDWLVHG�HPSOR\HHV�WR�LQYHVW�LQDSSOLFDWLRQV� IRU� VXFK� MREV��2QO\� WKH� µEDG¶� DSSOLFDQWV� NHHS� RQ� DSSO\LQJ�� EHFDXVH� IRUWKHP� WKH� UHZDUGV� RI� VXFFHVV� DUH� PXFK� KLJKHU�� DV� LW� HQDEOHV� WKHP� WR� VKLUN� DW� WKHH[SHQVH� RI� WKH� KLULQJ� ILUP�� 7KLV� FRQILUPV� WKH� VWLJPD� DQG� LQFUHDVHV� WKH� SUHMXGLFHDJDLQVW� PHPEHUV� RI� WKLV� HWKQLF� PLQRULW\� JURXS�� (YHQ� PRUH� JRRG� HPSOR\HHV� VWRSDSSO\LQJ�IRU�MREV�LQ�WKH�UHJXODU�VHFWRU��DQG�VR�RQ�DQG�VR�IRUWK�$� WKLUG� LVVXH� LV� WKDW� DSSOLFDQWV� DUH� EDFNHG� E\�PHPEHUV� RI� WKHLU� RZQ� QHWZRUN�� 7KHFUHGHQWLDOV�RI�QDWLYH�DSSOLFDQWV�DUH� WKXV� IRU� WKH�JUHDWHU�SDUW�EDFNHG�E\�RWKHU�QDWLYHVZKR�PLJKW�EH�KLJKHU�YDOXHG�E\�QDWLYH�HPSOR\HUV�WKDQ�WKH�HWKQLF�PLQRULW\�UHIHUHQFHVRI�HWKQLF�PLQRULW\�DSSOLFDQWV��7KLV�KROGV�YLFH�YHUVD�IRU�DSSOLFDQWV�DW�HWKQLF�ILUPV�



��

7KHVH�DUH�WKUHH�REMHFWLYH�UHDVRQV�ZK\�LW�PLJKW�KDSSHQ�WKDW�HWKQLF�PLQRULW\�HPSOR\HHVHQG� XS� LQ� FR�HWKQLF� ILUPV�� HYHQ� LI� WKH\� WKHPVHOYHV� KDYH� QR� SUHIHUHQFH� IRU� WKH� RQHDERYH�WKH�RWKHU�
����� 6HDUFK�±�VHDUFK�FKDQQHOV6RFLDO�QHWZRUNV�DUH�RIWHQ�XVHG�DV�D�FKDQQHO�IRU�LQIRUPDWLRQ�DERXW�YDFDQFLHV�DQG�MRERSSRUWXQLWLHV�� 1DQ� /LQ� KDV� ZULWWHQ� H[WHQVLYHO\� RQ� WKLV� VXEMHFW� �H�J�� /LQ�� (QVHO� DQG9DXJKQ��������(VSHFLDOO\� WKH� µZHDN� OLQNV¶�RI�RQH¶V�QHWZRUN� FDQ�EH�YHU\�KHOSIXO� LQILQGLQJ� D� MRE� �DOVR� VHH� *UDQRYHWWHU� ������� *LYHQ� WKDW� WKH� QHWZRUN� RI� DQ� HWKQLFPLQRULW\�JURXS�PHPEHU�FRQVLVWV� IRU� WKH� ODUJHU�SDUW�RI�RWKHU�PHPEHUV�RI� WKLV�JURXS�LQIRUPDWLRQ�DERXW�YDFDQFLHV�ZLOO�PDLQO\�FRQVLGHU� MRE�RSHQLQJV� LQ�HWKQLF� ILUPV��7KLVLQIRUPDWLRQ� IXQFWLRQ� RI� WKH� QHWZRUN� DOVR� ZRUNV� WKH� RWKHU� ZD\� URXQG�� &R�HWKQLFHPSOR\HUV� FDQ�PRUH� HDVLO\� ILQG� D� VXLWDEOH� FR�HWKQLF� HPSOR\HH� WKDQ� D� QRQ�FR�HWKQLFRQH��7KH� WUDQVDFWLRQ� FRVWV� LQYROYHG� LQ� WKH� VHDUFK� SURFHVV� DUH� ORZHU�ZKHQ� XVLQJ� WKHVRFLDO�QHWZRUN�WKDQ�WKH�RIILFLDO�FDQDOV�8VLQJ�SDQHO�GDWD�IRU�WKH�8QLWHG�.LQJGRP�)ULMWHUV�HW�DO���������UHSRUW�RQ�KRZ�WKH�MREVHDUFK� PHWKRGV� RI� XQHPSOR\HG� LPPLJUDQWV� YDU\� IURP� WKRVH� RI� WKH� QDWLYH� ERUQ�6WULNLQJ�UHVXOW�RI�WKLV�UHVHDUFK�LV�WKDW�DOO�LPPLJUDQW�JURXSV�DQG�HVSHFLDOO\�6RXWK�$VLDQLPPLJUDQWV�UHO\�PRUH�RQ�WKHLU�VRFLDO�QHWZRUNV�IRU�MRE�VHDUFK�WKDQ�WKH�8.�ERUQ��7KHUHVHDUFKHUV� FRQFOXGH� KRZHYHU� WKDW� WKH� UHODWLYH� IDLOXUH� RI� LPPLJUDQWV� WR� ILQG� D� MRE³FDQQRW� JHQHUDOO\� EH� H[SODLQHG� E\� GLIIHUHQFHV� LQ� WKH� FKRLFH� RI� PDLQ� MRE� VHDUFKPHWKRG� RU� LQ� REVHUYDEOH� FKDUDFWHULVWLFV´� �)ULMWHUV� HW� DO�� ������ ���� 7KLV� FRQILUPV� WKHLGHD�WKDW�LPPLJUDQWV�PDNH�D�UHODWLYHO\�VWURQJ�XVH�RI�VRFLDO�QHWZRUNV�WR�ILQG�D�MRE�� ,WDOVR�FRQILUPV�WKDW�WKLV�LV�D�UDWLRQDO�WKLQJ�WR�GR��EHFDXVH�LW�GRHV�QRW�LQIOXHQFH��UHDG��LWGRHV� QRW� ZRUVHQ�� WKH� SUREDELOLW\� RI� LPPLJUDQWV� WR� ILQG� D� MRE�� 7KH� UHVXOW� RI� WKHH[WHQVLYH�XVH�RI� WKLV� VHDUFK� FKDQQHO� KRZHYHU� LV� WKDW� HWKQLF�PLQRULWLHV� HQG� XS� WR� EHRYHU�UHSUHVHQWHG�LQ�FR�HWKQLF�ILUPV�
����� &RQFOXVLRQ:H�FRQFOXGH� IURP�RXU� HFRQRPLF� DQDO\VLV� RI� WKH� ODERXU�PDUNHW� LQFHQWLYHV� RI� HWKQLFPLQRULW\�JURXS�PHPEHUV��WKDW�WKHUH�LV�PXFK�HFRQRPLF�UDWLRQDOLW\�IRU�HWKQLF�PLQRULWLHVWR�ILQG�D�MRE�LQ�D�FR�HWKQLF�ILUP�LQVWHDG�RI�LQ�D�UHJXODU�ILUP��7KHLU�HWKQLF�EDFNJURXQGPDNHV� WKHP� PRUH� SURGXFWLYH� LQ� FR�HWKQLF� ILUPV�� EHFDXVH� LW� HQDEOHV� ILUPV� WRHFRQRPLVH�RQ�PDQDJHPHQW�FRQWURO�DQG�ERQGLQJ�FRVWV��$�VHFRQG�VRXUFH�RI�WKHLU�KLJKHU



��

SURGXFWLYLW\� OLHV� LQ� WKH� VSHFLILF� FXOWXUDO� FDSLWDO� WKH\� KDYH� DFFXPXODWHG� DQG� WKDW� LVYDOXDEOH� LQ� FHUWDLQ� HWKQLF� EXVLQHVV� QLFKHV�� 'LVFULPLQDWLRQ� DQG� SUREOHPV� ZLWK� WKHYHULILFDWLRQ� RI� WKHLU� TXDOLWLHV� IRUP� FOHDU� GLVLQFHQWLYHV� WR� ZRUN� LQ� UHJXODU� ILUPV�)LQDOO\��WKH�VRFLDO�QHWZRUN�DOORZV�HWKQLF�PLQRULWLHV�WR�ORZHU�WKHLU�VHDUFK�FRVWV�ZKHQORRNLQJ�IRU�D�MRE�7KH�IDFW�WKDW�WKH�EHKDYLRXU�RI�LPPLJUDQWV�WR�ILQG�D�FR�HWKQLF�MRE�LV�UDWLRQDO��GRHV�QRWDXWRPDWLFDOO\� LPSO\� WKDW� WKLV� EHKDYLRXU� LV� EHQHILFLDO� IRU� WKHP� LQ� WKH� ORQJHU� WHUP�RUEHQHILFLDO�IRU� WKHLU�HPSOR\HUV�� WKHLU�HWKQLF�FRPPXQLW\�RU�IRU� WKH�VRFLHW\�DV�D�ZKROH�:H� H[SORUH� WKH� SRVLWLYH� DQG� QHJDWLYH� H[WHUQDOLWLHV� RI� FR�HWKQLF� HPSOR\PHQW� LQ� WKHQH[W�VHFWLRQ�
� :HOIDUH�HIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW7KH�HPSKDVLV�RI�WKLV�VHFWLRQ�OLHV�RQ�WKH�ZHOIDUH�HIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW��:HILUVW� SUHVHQW� D� EURDG� KLVWRULFDO� SHUVSHFWLYH� RI� WKH�ZHOIDUH� HIIHFWV� RI� LPPLJUDQWV��ZHFRQWLQXH� ZLWK� D� VRPHZKDW� VPDOOHU� VFRSH� DERXW� WKH� ZHOIDUH� HIIHFWV� RI� HWKQLFHQWUHSUHQHXUVKLS� DQG� HQG� ZLWK� DQ� DQDO\VLV� RI� WKH� ZHOIDUH� HIIHFWV� RI� FR�HWKQLFHPSOR\PHQW�LQ�WKH�VKRUW�DQG�ORQJ�UXQ�
��� :HOIDUH�HIIHFWV�RI�LPPLJUDQWV,Q�WKH�'XWFK�KLVWRU\�WKH�IUHHGRP�RI�WKH�3URWHVWDQW�UHOLJLRQ��WKH�KLJK�WROHUDQFH�WR�RWKHUUHOLJLRQV� DQG� WKH� HFRQRPLF� SURVSHULW\� RI� WKH� UHJLRQ� DWWUDFWHG� VHYHUDO� ZDYHV� RILPPLJUDQWV�� SDUWLFXODUO\� LQ� WKH� ��WK� WR� WKH� ��WK� FHQWXU\�� $PRQJ� WKHP� ZHUH� WKH+XJXHQRWV��ZKR�IOHG�)UDQFH�DIWHU� WKH� UHYRFDWLRQ�RI� WKH�HGLFW�RI�1DQWHV� LQ������ WKDWZDV� GLUHFWHG� DJDLQVW� 3URWHVWDQWLVP�� DQG� DPRQJ� WKHP�ZHUH�PDQ\� �3RUWXJXHVH�� -HZVZKR�VDZ�WKHLU� OLYHV� WKUHDWHQHG� IRU� UHOLJLRXV� UHDVRQV� LQ�RWKHU�SDUWV�RI�(XURSH��7KHVHLQIOX[HV� RI� KLJKO\� VNLOOHG� DQG� ZHDOWK\� LPPLJUDQWV� DUH� JHQHUDOO\� VHHQ� DV� LPSRUWDQWFRQWULEXWLRQV�WR�WKH�ULVH�RI�WKH�/RZ�&RXQWULHV�DV�DQ�HFRQRPLF�VXSHUSRZHU�LQ�WKH���WKFHQWXU\� �'H�9ULHV� DQG�9DQ� GH�:RXGH� ������� )RU� WKH� LPPLJUDQWV� WKHPVHOYHV�� WKHLUPLJUDWLRQ�EHQHILWHG�WKHP�DW�OHDVW�LQ�WKH�VHQVH�WKDW�LW�SURYLGHG�WKHP�D�ZD\�WR�VXUYLYHWKH�UHOLJLRXV�IHXGV�LQ�(XURSH��%XW�HYHQ�DW�WKH�HQG�RI�WKH���WK FHQWXU\�LPPLJUDWLRQ�ZDVVXEVWDQWLDO��HVSHFLDOO\�IURP�WKH�SRRU�UHJLRQV�RI�*HUPDQ\��7KLV�ZDYH�RI� LPPLJUDWLRQEHQHILWHG�WKH�'XWFK�HFRQRP\�LQ�WKH�VHQVH�WKDW�LW�SURYLGHG�D�VRXUFH�RI�FKHDS�ODERXU��$WWKH� VDPH� WLPH�� LW� ZDV� EHQHILFLDO� IRU� WKH� LPPLJUDQWV�� EHFDXVH� WKH\� HDUQHG� D� EHWWHUVDODU\�WKDQ�DW�KRPH�



��

7KLV�SLFWXUH�KDV�FKDQJHG�GUDPDWLFDOO\��(YDOXDWLRQV�E\� WKH�&3%�1HWKHUODQGV�%XUHDXIRU� (FRQRPLF� 3ROLF\� $QDO\VLV� �5RRGHQEXUJ� HW� DO�� ������ DQG� WKH� 1HWKHUODQGV6FLHQWLILF�&RXQFLO� IRU�*RYHUQPHQW�3ROLF\� �:55�������DUH�QRW� RSWLPLVWLF� DERXW� WKHFRQWULEXWLRQV� RI� UHFHQW� LPPLJUDQW� LQIORZV� WR� WKH� 'XWFK� HFRQRP\�� 1RQ�ZHVWHUQLPPLJUDQWV� KDYH� D� UHODWLYHO\� ORZ� ODERXU� SDUWLFLSDWLRQ�� KDYH� D� UHODWLYHO\� KLJKXQHPSOR\PHQW� UDWH� DQG�PDNH� D� UHODWLYHO\� KLJK� XVH� RI� VRFLDO� VHFXULW\�� 5HPDUNDEO\�WKHVH�GLIIHUHQFHV�EHWZHHQ�WKH�QDWLYH�SRSXODWLRQ�DQG�LPPLJUDQWV�DUH�PXFK�ODUJHU�LQ�WKH1HWKHUODQGV� WKDQ� LQ� RWKHU� FRXQWULHV�� OLNH� ,WDO\�� 6SDLQ�� &DQDGD� DQG�$XVWUDOLD� �:55������ ������ 7KH� ZHOIDUH� HIIHFWV� RI� QHZ� LPPLJUDQWV� ZKRVH� VRFLDO�HFRQRPLFFKDUDFWHULVWLFV�FRUUHVSRQG�WR�WKRVH�RI�WKH�DYHUDJH�QRQ�ZHVWHUQ�UHVLGHQW�DUH�OLNHO\�WR�EHVPDOO�DQG�PD\EH�HYHQ�QHJDWLYH�RQ�UHVLGHQWV¶�LQFRPHV�DQG�DUH�D�EXUGHQ�IRU�WKH�SXEOLFEXGJHW� �5RRGHQEXUJ� HW� DO�� ������ ������ 7KLV� FDQ� EH� SDUWO\� EODPHG� RQ� WKH� ODJJLQJSHUIRUPDQFH� RI� LPPLJUDQWV� RQ� WKH� ODERXU�PDUNHW�� EXW� LV� ³DOVR� WKH� UHIOHFWLRQ� RI� WKHJHQHURXV�V\VWHP�RI�'XWFK�FROOHFWLYH�DUUDQJHPHQWV´��5RRGHQEXUJ�HW�DO�����������
��� :HOIDUH�HIIHFWV�RI�HWKQLF�HQWUHSUHQHXUVKLS,Q� ����� WKH� 1HWKHUODQGV� 6RFLDO� (FRQRPLF� &RXQFLO� �6(5�� ZURWH� DQ� DGYLFH� WR� WKHJRYHUQPHQW�RQ�HWKQLF�HQWUHSUHQHXUVKLS�DV�D�UHDFWLRQ�RQ�WKH�SHUFHLYHG�ODERXU�PDUNHWSUREOHPV� RI� LPPLJUDQWV� �6(5� ������� 7KH� 6(5� FRQFOXGHV� WKDW� HQWUHSUHQHXUVKLS� RIHWKQLF� PLQRULWLHV� LV� SDUW� RI� WKH� VROXWLRQ� RI� WKH� SUREOHP� DQG� VKRXOG� WKHUHIRUH� EHVWLPXODWHG� E\� WKH� JRYHUQPHQW�� 7KH� JRYHUQPHQW� KDV� XQGHUZULWWHQ� WKLV� DGYLFH� LQ� LWVRIILFLDO� UHDFWLRQ��$FFRUGLQJ� WR� WKH�6(5��ZHDN� SRLQWV� RI� WKH� SUHVHQW� HWKQLF�PLQRULW\ILUPV�DUH�WKH�ODFN�RI�HQWUHSUHQHXULDO�VNLOOV��WKH�UHODWLYH�ZHDN�EDVLV�RI�PXFK�ILUPV��WKHODFNLQJ�SUHVHQFH�LQ�EXVLQHVV�QHWZRUNV�DQG�WKH�LQVXIILFLHQW�DFFHVVLELOLW\�RI�VHUYLFHV�IRUHWKQLF�HQWUHSUHQHXUV�
:H� DJUHH� WKDW� HWKQLF� HQWUHSUHQHXUVKLS� LV�� LQ� SULQFLSOH�� D� SRVLWLYH� SKHQRPHQRQ� WKDWFRQWULEXWHV� WR� WKH�LQWHJUDWLRQ�DQG�HFRQRPLF�HPDQFLSDWLRQ�RI�HWKQLF�PLQRULW\�JURXSV�+RZHYHU��ZH�KDYH�PRUH�GRXEWV�DERXW�WKH�FR�HWKQLF�HPSOR\PHQW�WKDW�LV�RIWHQ�LQYROYHGZLWK� WKH� FUHDWLRQ� RI� HWKQLF� ILUPV��:H� VXP� WKH� SURV� DQG� FRQV� ODWHU�� EXW� ILUVW� ORRN� DWVRPH�DFWXDO�GHYHORSPHQWV�



��

7KH�QXPEHU�RI�HWKQLF�HQWHUSULVHV�LQ�WKH�1HWKHUODQGV�KDV�VKDUSO\�ULVHQ�RYHU�WKH�ODVW���\HDUV� �9DQ�GHQ�7LOODDUW� �������7KH� W\SH�RI� ILUPV� LV� DOVR� FKDQJLQJ��2ULJLQDOO\��PRVWHWKQLF�ILUPV�ZHUH�LQ�WKH�KRVSLWDOLW\�DQG�UHWDLO�VHFWRU��1HZO\�IRXQGHG�ILUPV��PRVWO\�E\VHFRQG�JHQHUDWLRQ�PLJUDQWV��DUH�PRUH�DQG�PRUH� LQ�FRPPHUFLDO�VHUYLFHV�� ,Q� WKLV�QHZVHFWRU�� VHFRQG� JHQHUDWLRQ� HWKQLF� HQWUHSUHQHXUV� RIWHQ� FKRRVH� PRUH� VRSKLVWLFDWHGEUDQFKHV�OLNH�DGYLFH�DQG�FRQVXOWDQF\��UHVHDUFK�DQG�SXEOLF�UHODWLRQV�RIILFHV�DQG�WUDYHODJHQFLHV�LQVWHDG�RI�FDU�GULYLQJ�VFKRROV�DQG�FOHDQLQJ�VHUYLFHV��9DQ�GHQ�7LOODDUW�������'RHV� WKLV� PHDQ� WKDW� WKH� GLIIHUHQFHV� EHWZHHQ� HWKQLF� DQG� QDWLYH� HQWUHSUHQHXUV� DUHGLVDSSHDULQJ"�<HV�DQG�QR��2Q�WKH�RQH�KDQG�ZH�VHH�WKDW�WKH�GLVWULEXWLRQ�RI�ILUPV�RYHUWKH� GLIIHUHQW� VHFWRUV� RI� VHFRQG� JHQHUDWLRQ� HWKQLF� HQWUHSUHQHXUV� KDV� EHFRPH� PRUHVLPLODU�WR�WKDW�RI�WKH�QDWLYH�HQWUHSUHQHXUV�WKDQ�LW�KDV�HYHU�EHHQ�ZLWK�UHJDUG�WR�WKH�ILUVWJHQHUDWLRQ�LPPLJUDQWV��7KLV�LV�LQ�OLQH�ZLWK�WKH�WKRXJKW�WKDW�WKH�VHFRQG�JHQHUDWLRQ�RILPPLJUDQWV� KDV� OHVV� VWURQJ� WLHV� ZLWKLQ� WKH� PLJUDQWV¶� FRPPXQLW\�� 7KH� UXOHV� DQGUHVRXUFHV� RI� WKH� VRFLDO� HWKQLF� QHWZRUN� DUH� OHVV� DSSOLFDEOH� WR� µQHZHU¶� JHQHUDWLRQV�$OWKRXJK� WKHVH� ILJXUHV�RQO\� JLYH� DQ� LQGLFDWLRQ� DERXW� WKH� VHFWRUV�RI� DFWLYLW\� DQG�QRWDERXW� HPSOR\PHQW� SROLFLHV�� WKH� EURDGHU� SLFWXUH� WKDW� DULVHV� IURP� LW� LV� WKDW� WKHSKHQRPHQRQ� RI� FR�HWKQLF� HPSOR\HHV� DQG� HPSOR\HUV� LV� OHVV� SUHJQDQW� IRU� QHZHUJHQHUDWLRQV�� EHFDXVH� WKH\� µEUHDN� RXW¶� RI� WKH� ROG� VWUXFWXUHV�� 2Q� WKH� RWKHU� KDQGKRZHYHU��RQH�FDQ�QRWLFH� WKDW�D�SDUW�RI� WKH�VHFRQG�JHQHUDWLRQ�HWKQLF�HQWUHSUHQHXUV� LVH[SOLFLWO\� IRFXVLQJ� WKHLU� DFWLYLWLHV� RQ� WKHLU� RZQ� HWKQLF� JURXS�� 7KH\� GHYHORS� HWKQLFQLFKHV� WR� H[SORLW�� IRU� H[DPSOH� LQ� FXOWXUH�� UHFUHDWLRQ� DQG� VSRUWV� �9DQ� GHQ� 7LOODDUW�������7KLV�PDNHV� WKH�6FLHQWLILF�&RXQFLO� IRU�*RYHUQPHQW�3ROLF\� FRQFOXGH� WKDW� LW� LVYHU\� WURXEOHVRPH� WKDW� WKH� LPPLJUDQWV� ±HVSHFLDOO\� WKRVH� FRPLQJ� IURP� 7XUNH\� DQG0RURFFR�±�PDLQO\�XVH�WKHLU�RZQ�HWKQLF�QHWZRUN�WR�ILQG�D�MRE��EHFDXVH�RI�WKH�UHVWULFWHGDQG�LQWHUQDO�IRFXV�RI�WKHVH�QHWZRUNV��:55������������
��� :HOIDUH�HIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW,Q� WKLV� VXEVHFWLRQ� ZH� GLVFXVV� WKH� ZHOIDUH� HIIHFWV� RI� FR�HWKQLF� HPSOR\PHQW� IRUHPSOR\HHV�� FR�HWKQLF� ILUPV�� WKH� HWKQLF� PLQRULW\� JURXS� DQG� WKH� VRFLHW\� DV� D� ZKROH�0RVW�RI�WKH�SRVLWLYH�ZHOIDUH�HIIHFWV�VHHP�WR�OLH�LQ�WKH�VKRUW�UXQ��6WUXFWXUDO�SUREOHPVWKDW�OHDG�WR�QHJDWLYH�ZHOIDUH�HIIHFWV�FRPH�WR�WKH�IRUH�ZKHQ�ZH�DQDO\VH�WKH�ORQJ�WHUPHIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW��:H�SD\�H[WUD�DWWHQWLRQ�WR�H[WHUQDOLWLHV��WKH�H[WHUQDOHIIHFWV��SRVLWLYH�DQG�QHJDWLYH��WKDW�DULVH�IRU�VRFLHW\�DV��XQLQWHQWLRQDO��FRQVHTXHQFHV�RILQGLYLGXDO�EHKDYLRXU�
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����� 3RVLWLYH�ZHOIDUH�HIIHFWV�DQG�H[WHUQDOLWLHV7KH�LPPHGLDWH�HIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW�DUH�SRVLWLYH�DW�HYHU\�OHYHO�RI�DQDO\VLV�7KH�PDMRU�UHDVRQ�ZK\�FR�HWKQLF�HPSOR\PHQW�LV�DVVRFLDWHG�ZLWK�SRVLWLYH�H[WHUQDOLWLHVLV� WKDW� LW� FUHDWHV� MREV� IRU� HWKQLF� JURXSV�� 7KLV� LQFUHDVHV� WKH� ODERXU� SDUWLFLSDWLRQ� DQGZRUN�H[SHULHQFH�IRU� WKH�LQGLYLGXDO�HPSOR\HHV��$OWKRXJK�VRPH�RI� WKHVH� MREV�PD\�EHµQHWZRUN�VXEVLGLVHG¶�MREV��VXFK�D�MRE�LQ�D�FR�HWKQLF�ILUP�LV�EHWWHU�WKDQ�QR�MRE�DW�DOO��$VHFRQG�SRVLWLYH�ZHOIDUH�HIIHFW�IRU�LQGLYLGXDO�HPSOR\HHV�H[LVWV�ZKHQ�WKHLU�UHZDUGV�DUHKLJKHU�LQ�FR�HWKQLF�ILUPV�WKDQ�LQ�UHJXODU�ILUPV��7KH�PRQHWDU\�UHZDUGV�PD\�EH�KLJKHU�EHFDXVH� WKHLU� FXOWXUH� VSHFLILF� VNLOOV� HQKDQFHV� WKHLU� SURGXFWLYLW\� LQ� FR�HWKQLF� ILUPV�HVSHFLDOO\�ZKHQ�DFWLYH�LQ�HWKQLF�QLFKHV��DQG�ORZHUV�PDQDJHPHQW�DQG�VHDUFK�FRVWV�IRUILUPV��7KH�QRQ�PRQHWDU\�UHZDUGV�PD\�EH�KLJKHU��EHFDXVH�FR�HWKQLF�HPSOR\PHQW�OHDGVWR�PRUDO�DSSUDLVDO�DQG�UHFRJQLWLRQ�IURP�WKH�HWKQLF�JURXS�
7KH� FR�HWKQLF� ILUP� EHQHILWV� IURP� FR�HWKQLF� HPSOR\PHQW� IRU� WKH� VDPH� UHDVRQV�� 7KHSURGXFWLYLW\� RI� FR�HWKQLF� SHUVRQQHO� PD\� EH� KLJKHU� WKDQ� WKH� SURGXFWLYLW\� RI� RWKHUSHUVRQQHO��DQG�EHFDXVH�RI�UHGXFWLRQV�LQ�PDQDJHPHQW�DQG�VHDUFK�FRVWV�
7KH�ZHOIDUH�EHQHILWV�IRU� WKH�HWKQLF�JURXS�OLH� LQ� WKH�IDFW� WKDW�DOO�YDOXH�FUHDWHG�E\� WKHHWKQLF� ILUPV� VWD\V� LQVLGH� WKH� HWKQLF� JURXS�� 7KH� UHQWV� DUH� VSOLW� DPRQJ� WKH� FR�HWKQLFVXSSOLHUV�RI�FDSLWDO��PDQDJHPHQW�DQG�ODERXU��,W�DOVR�PDNHV�WKH�JURXS�OHVV�GHSHQGHQWRQ�RXWVLGHUV��$�IHHOLQJ�RI�DXWRQRP\�FDQ�EH�UHJDUGHG�DV�YDOXDEOH��$ERYH�DOO��WKH�HWKQLFQHWZRUN�VWD\V�LQWDFW�DQG�GHQVH��7KLV�PDNHV�LW�HDVLHU�WR�XSKROG�WKH��WUDGLWLRQDO��YDOXHVDQG�QRUPV�
7KH�ZHOIDUH�HIIHFWV�IRU�VRFLHW\�DUH�WKH�OHVV�UHFRXUVH�WR�VRFLDO�VHFXULW\�FRPELQHG�ZLWKKLJKHU� LQFRPH� WD[HV�� 0RUHRYHU�� SRYHUW\� UHGXFWLRQ� DPRQJ� HWKQLF� PLQRULWLHV� LV� DSRVLWLYH�JRRG�LQ�LWVHOI��:KHQ�RQH�EHOLHYHV�LQ� WKH�H[LVWHQFH�RI�SRYHUW\� UHODWHG�FULPH�RQH�FDQ�DUJXH�WKDW� WKLV�SRYHUW\� UHGXFWLRQ�PD\�KDYH�SRVLWLYH�H[WHUQDO�ZHOIDUH�HIIHFWVIRU� WKH� VRFLHW\�� EHFDXVH� LW� WUDQVODWHV� LQ� D� UHGXFWLRQ� RI� WKH� FULPH� UDWH� DPRQJ� HWKQLFPLQRULW\�JURXSV�
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����� 1HJDWLYH�ZHOIDUH�HIIHFWV�DQG�H[WHUQDOLWLHV7KHUH� LV� DOVR� D� QXPEHU� RI� QHJDWLYH� H[WHUQDOLWLHV� DVVRFLDWHG� ZLWK� FR�HWKQLFHPSOR\PHQW��7R�VWDUW�ZLWK�� LW�PD\�SUHYHQW� WKH�GHYHORSPHQW�RI�JHQHUDO� VNLOOV� DPRQJWKH�FR�HWKQLF�HPSOR\HHV��,W� UHGXFHV� WKH�QHFHVVLW\�RI� �IOXHQWO\��VSHDNLQJ� WKH�PDMRULW\ODQJXDJH�DQG� FR�HWKQLF� HPSOR\HHV�DUH�QRW�FRQIURQWHG�ZLWK� WKH�QDWLYH� µZRUN� HWKLFV¶�5HJDUGOHVV�RI� WKH� IDFW�ZKHWKHU� WKLV�ZRUN�HWKLF� LV�EHWWHU�RU�ZRUVH��QRW�EHLQJ� IDPLOLDUZLWK�LW�GRHV�QRW�LPSURYH�\RXU�FKDQFHV�RQ�WKH�UHJXODU�ODERXU�PDUNHW��:KHQ�IRU�VRPHUHDVRQ� LPPLJUDQWV� ORVH� WKHLU� MRE� DW� WKH� FR�HWKQLF� ILUP�� WKH� SRRO� RI� SRWHQWLDO� QHZHPSOR\HUV�LV�UHVWULFWHG�IRU�WKHP�WR�WKH�SDUW�RI�FR�HWKQLF�ILUPV��ZKLOH�WKH�SRVVHVVLRQ�RIJHQHUDO�VNLOOV�ZRXOG�DOORZ�WKHP�WR�VHHN�D�MRE�DFURVV�DOO�ILUPV�LQ�WKH�HFRQRP\�$� VHFRQG� QHJDWLYH�ZHOIDUH� HIIHFW� IRU� HPSOR\HHV�PD\� UHVXOW� IURP� WKH� IDFW� WKDW� WKH\NHHS� YHU\� FORVHO\� DWWDFKHG� WR� WKHLU� VRFLDO� HWKQLF� QHWZRUN� ZKHQ� WKH\�ZRUN� LQ� D� FR�HWKQLF� ILUP��7KLV�PDNHV� LW� UHODWLYHO\�HDV\�IRU� WKH�RWKHU�QHWZRUN�PHPEHUV� WR�HQIRUFHQHWZRUN�UXOHV��YDOXHV�DQG�QRUPV�XSRQ�WKHP��6RFLDO�FRQWURO�FR�RUGLQDWHV�WKH�EHKDYLRXURI� JURXS� PHPEHUV� DQG� WKXV� SUHYHQWV� VXE�RSWLPDO� RXWFRPHV� LQ� VRFLDO� GLOHPPDVLWXDWLRQV�� +RZHYHU�� LW� DOVR� UHVWULFWV� LQGLYLGXDO� IUHHGRPV�� ,W� LPSHGHV� LQGLYLGXDOZHOIDUH��ZKHQ� VRFLDO� FRQWURO� DQG� VDQFWLRQV� DUH� XVHG� WR� HQIRUFH� XQZDQWHG� VROLGDULW\ZLWK� RWKHU� JURXS�PHPEHUV�� ,Q� WKH�ZRUVW� FDVH�� WKLV� UHVXOWV� LQ� WKH� H[SORLWDWLRQ� RI� FR�HWKQLF� HPSOR\HHV�� ZKR� DUH� REOLJHG� WR� ZRUN� LQ� HWKQLF� ILUPV� XQGHU� EDG� ZRUNLQJFRQGLWLRQV� �KDUG� ZRUN�� ORZ� VDODU\��� 6RFLDO� SUHVVXUH� H[HUFLVHG� E\� WKH� QHWZRUN� WKHQVDFULILFHV�WKH�ZHOIDUH�RI�WKH�LQGLYLGXDO�IRU�WKH�JRRG�RI�WKH�JURXS�
7KH�ZHOIDUH�RU�GHYHORSPHQW�RI�ILUPV�LV�IDFHG�E\�WZR�GDQJHUV�UHVXOWLQJ�IURP�FR�HWKQLFHPSOR\PHQW�� 7KH� ILUVW� UHODWHV� WR� WKH� IDFW� WKDW� HDV\� DFFHVV� RI� HWKQLF�PLQRULW\� JURXSPHPEHUV�WR�HPSOR\PHQW�LQ�WKH�ILUP�DXWRPDWLFDOO\� LPSOLHV� WKDW�DSSOLFDQWV�ZLWK�RWKHUHWKQLF�EDFNJURXQGV�DUH�EDUUHG�IURP�DFFHVV��7KLV�KDV�WZR�FRQVHTXHQFHV��)LUVW��LW�PD\OHDG� WR� D� YHU\� QDUURZ� IRFXV� RI� WKH� HWKQLF� ILUP� UHJDUGLQJ� VXSSOLHUV� DQG� FXVWRPHUV�EHFDXVH� WKHUH� DUH� QR� QDWXUDO� OLQNV� �HVWDEOLVKHG� WKURXJK� WKH� QHWZRUNV� RI� HPSOR\HHV�ZLWK� VXSSOLHUV� DQG� FXVWRPHUV� IURP� RXWVLGH� WKH� RZQ� JURXS�� 6HFRQG�� LW� PD\� EHSUREOHPDWLF� WR� ILQG� VXLWDEOH� HPSOR\HHV�ZLWKLQ� WKH�RZQ�JURXS�� HVSHFLDOO\� IRU� FHUWDLQVSHFLDOLVHG� IXQFWLRQV� �)XNX\DPD��������%RWK� UHVWULFWLRQV�PLJKW� VHULRXVO\�KLQGHU� WKHVPDOO�IDPLO\�ILUP�WR�GHYHORS�LQWR�D�ODUJHU�VFDOH�HQWHUSULVH�7KH�VHFRQG�GDQJHU�IRU�WKH�GHYHORSPHQW�RI�WKH�ILUP�DOVR�UHVXOWV�IURP�WKH�VLWXDWLRQ�WKDWWKH�ILUP�EHFRPHV�WRR�HQFORVHG�LQ�WKH�VRFLDO�HWKQLF�QHWZRUN�� ,Q�VRPH�FXOWXUHV��VWURQJ
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QRUPV�RI�PXWXDO�DVVLVWDQFH�DQG�VROLGDULW\�OHDG�WR�KLJK�IUHH�ULGLQJ�SUREOHPV��EHFDXVHVXFFHVVIXO�ILUPV�DUH�RYHUORDGHG�ZLWK�UHTXHVWV�IRU�ORDQV�DQG�MREV�IURP�IHOORZ�NLQVPHQ�*HHUW]�������3RUWHV��������7KH� VRFLDO�QRUPV� WKDW�DOORZ� IRU� WKHVH� H[FHVV� FODLPV�RQPRUH� VXFFHVVIXO� JURXS� PHPEHUV� VHYHUHO\� LPSHGH� WKH� DFFXPXODWLRQ� RI� ZHDOWK� �DQGWKXV� WKH� LQFHQWLYHV� WR� JDWKHU�ZHDOWK�� WKDW� LV� QHHGHG� IRU� HQWUHSUHQHXULDO� VXFFHVV� DQGGHYHORSPHQW�
1HJDWLYH�H[WHUQDOLWLHV�RI�FR�HWKQLF�HPSOR\PHQW� IRU� WKH�HWKQLF�JURXS�DOVR�DULVH� IURPWKH�IDFW� WKDW�FR�HWKQLF�HPSOR\PHQW� OHDGV� WR� OHVV� LQWHUDFWLRQ�EHWZHHQ�GLIIHUHQW�HWKQLFJURXSV� DQG�QHWZRUNV��7KLV� LPSOLHV� WKDW� WKH� VHSDUDWH�QHWZRUNV� VWD\� UHODWLYHO\�FORVHG�VPDOO�DQG�LVRODWHG��2QH�PLVVHV� WKH�SRVLWLYH�H[WHUQDO�HIIHFWV� WKDW�ZRXOG�UHVXOW�IURP�DVLQJOH�µFRPELQHG¶�ODUJH�QHWZRUN��$�FRQFUHWH�H[DPSOH�RI�D�QHJDWLYH�H[WHUQDOLW\�RI�FR�HWKQLF�HPSOR\PHQW�LV�WKDW�LQIRUPDWLRQ�DERXW�MRE�RSSRUWXQLWLHV�DQG�DSSOLFDQWV¶�VNLOOV�LVQRW�SXEOLF�IRU�DOO�QHWZRUNV��$V�D�UHVXOW��PHPEHUV�RI�HWKQLF�PLQRULW\�JURXSV�PD\�IDOO�LQWKH� µHWKQLF� WUDS¶��7KH\�PXVW� ILQG� D� MRE� LQ� WKH� FR�HWKQLF�QHWZRUN�� EHFDXVH� WKH\�PLVVFRQWDFWV� LQ�RWKHU�QHWZRUNV��$V�D� UHVXOW�� WKH\�DOVR�GR�QRW�EHFRPH�D�PHPEHU�RI�RWKHUQHWZRUNV��ZKLFK�UHGXFHV�WKH�FKDQFH�RI�RWKHU�HWKQLF�PLQRULW\�JURXS�PHPEHUV�WR�ILQG�DMRE�RXWVLGH�WKH�VRFLDO�HWKQLF�QHWZRUN��7KLV�SUREOHP�RI�SDWK�GHSHQGHQF\�LV�ZRUVHQHGE\�WKH�SKHQRPHQRQ�RI�FR�HWKQLF�HPSOR\PHQW�$�PRUH�H[WUHPH�VLWXDWLRQ�RFFXUV�ZKHQ�³JURXS� VROLGDULW\� LV� FHPHQWHG�E\� D� FRPPRQH[SHULHQFH�RI�DGYHUVLW\�DQG�RSSRVLWLRQ�WR�PDLQVWUHDP�VRFLHW\´��3RUWHV������������&R�HWKQLF�HPSOR\PHQW�FDQ�EH�VHHQ�DV�D�IRUP�RI�JURXS�VROLGDULW\��$�SURORQJHG�SHULRG�RIGLVFULPLQDWLRQ�E\�PDLQVWUHDP�VRFLHW\�PD\� OHDG� WR�GRZQZDUG� OHYHOOLQJ�QRUPV� LQ� WKHJURXS�� 7KH� JURXS�PHPEHUV� GR� QRW� EHOLHYH� DQ\PRUH� WKDW� WKH\� FDQ� EH� VXFFHVVIXO� LQVRFLHW\��7KLV� LPSOLHV� WKDW� WKHUH� LV�QR�XVH�LQ�JRLQJ�WR�VFKRRO�RU� LQ�PDNLQJ�RWKHU� ORQJWHUP�LQYHVWPHQWV��3ULGH�LQ�WKH�RZQ�JURXS�IRU�LWV�RZQ�VDNH�LV�WKH�RQO\�WKLQJ�WKDW�VWD\V�$PELWLRXV�JURXS�PHPEHUV�ZKR�GR�PDQDJH� WR� EH� VXFFHVVIXO� LQ� WKH� µKRVWLOH¶� RXWVLGHZRUOG��KRZHYHU��DUH�SHUFHLYHG�DV�WUDLWRUV��EHFDXVH�WKH\�XQGHUPLQH�WKH�JURXS�FRKHVLRQWKDW� LV� EXLOW� RQ� WKH� DOOHJHG� LPSRVVLELOLW\� RI� VXFK� HYHQWV�� ,Q� WKLV� VLWXDWLRQ�� WKH� VRFLDOQRUPV� RI� WKH� JURXS� ZRUN� RXW� DV� D� SXEOLF� EDG�� EHFDXVH� WKH\� IRUP� IDWDOLVP� EDVHGGLVLQFHQWLYHV�IRU�WKH�VRFLDO�DQG�HFRQRPLF�HPDQFLSDWLRQ�RI�WKH�JURXS�
7KH� QHJDWLYH� H[WHUQDOLWLHV� IRU� VRFLHW\� RULJLQDWH� LQ� WKH�PLVVHG� QHWZRUN� RSSRUWXQLWLHVWKDW�UHVXOW�ZKHQ�HWKQLF�JURXSV�NHHS�D�GLVWDQFH�IURP�WKH�UHVW�RI�VRFLHW\��IRU�H[DPSOH�E\
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D�KLJK�SUHYDOHQFH�RI�FR�HWKQLF�HPSOR\PHQW��$�PDMRU�H[DPSOH�LV�WKDW�WKH�HPHUJHQFH�RIFRPPRQ� YDOXHV� DQG� QRUPV� LQ� WKH� VRFLHW\� LV� KLQGHUHG�� &RPPRQ� YDOXHV� DQG� QRUPVVWUHDPOLQH� WKH� FR�RUGLQDWLRQ� RI� KXPDQ� EHKDYLRXU� LQ� �HFRQRPLF�� DFWLYLWLHV�� EHFDXVHWKH\�IRUP�LQIRUPDO�JXLGHOLQHV�IRU�EHKDYLRXU��,Q�WKLV�ZD\��WKH\�UHGXFH�WKH�WUDQVDFWLRQFRVWV�LQYROYHG�ZLWK�FR�RUGLQDWLRQ�SUREOHPV��$QRWKHU�H[DPSOH�LV�WKDW�WKH�HFRQRP\�LVQRW� UXQQLQJ� RQ� LWV� SRVVLEOH� RSWLPXP�� EHFDXVH� EHVW�PDWFKHV� EHWZHHQ� YDFDQFLHV� DQGDSSOLFDQWV�DUH�PLVVHG��7KLV�KLQGHUV� WKH�SHUVRQDO� GHYHORSPHQW�RI� WKH� HPSOR\HHV�� WKHHPHUJHQFH�RI�VWURQJ�ILUPV�DQG�WKH�JURZWK�RI�WKH�QDWLRQDO�HFRQRP\�0RUH� LQ�JHQHUDO�ZH�PD\�FRQFOXGH� WKDW� FR�HWKQLF� HPSOR\PHQW� HQKDQFHV� VHJUHJDWLRQLQVWHDG�RI�LQWHJUDWLRQ��7KH�ZRUVW�FDVH�VLWXDWLRQ�ZRXOG�EH�WKH�HPHUJHQFH�RI�DQ�HWKQLFPLQRULW\� HQFODYH� HFRQRP\�ZLWKRXW� WLHV� WR� WKH� UHVW� RI� VRFLHW\�� 7KLV�ZRXOG� LPSO\� DQLVRODWHG�VXE�VRFLHW\�LQ�D�VRFLHW\�DQG�WKH�FRPSOHWH�IDLOXUH�RI�LQWHJUDWLRQ�SROLFLHV�
����� &RQFOXVLRQ7KH�LPPHGLDWH�HIIHFWV�RI�FR�HWKQLF�HPSOR\PHQW�VHHP�WR�EH�SRVLWLYH�RQ�EDODQFH��,Q�WKHVKRUW� UXQ�� FR�HWKQLF� HPSOR\PHQW� OHDGV� WR�PRUH� MREV� IRU� HPSOR\HHV�� HDV\� DFFHVV� WRODERXU� IRU� HWKQLF�PLQRULW\� ILUPV�� VWUHQJWKHQLQJ� RI� WKH� JURXS� YDOXHV� DQG� QRUPV�� DQGOHVV� XQHPSOR\PHQW� DQG� VRFLDO� VHFXULW\� SUREOHPV� IRU� VRFLHW\�� 7KLV� EULJKW� SLFWXUH� LVREVFXUHG�ZKHQ�ZH� WDNH�D� ORQJ�WHUP�SHUVSHFWLYH��&R�HWKQLF� HPSOR\PHQW�PLJKW� IRUPDQ� REVWDFOH� WR� WKH� VRFLDO� DQG� HFRQRPLF� HPDQFLSDWLRQ� RI� HWKQLF� PLQRULW\� JURXSV�EHFDXVH� LW� JHQHUDWHV� GLVLQFHQWLYHV� IRU� LQGLYLGXDO� JURXS�PHPEHUV� WR� DFTXLUH� JHQHUDOVNLOOV�� KLQGHUV� WKH� GHYHORSPHQW� RI� HWKQLF� PLQRULW\� ILUPV�� IRVWHUV� WKH� GDQJHU� RI� WKHHWKQLF� WUDS� DQG� PD\� VWLPXODWH� WKH� HPHUJHQFH� RI� DQ� HQFODYH� HFRQRP\�� $Q� HQFODYHHFRQRP\�GRHV� QRW� VHHP� WR� EH� D UHDOLVWLF� WKUHDW� IRU� WKH�'XWFK� VRFLHW\�� EXW� WKH� RWKHUGDQJHUV� FHUWDLQO\� DUH��:H� WKHUHIRUH� ORRN� DW� WKH� SRVVLEOH� SROLF\� RSWLRQV� LQ� WKH� QH[WVHFWLRQ�
� &RQFOXGLQJ�UHPDUNV�DQG�SROLF\�RSWLRQV6XUYH\�GDWD� IURP�YDULRXV� VRXUFHV� LQ� WKH�1HWKHUODQGV� FRQILUP�DQHFGRWDO� HYLGHQFH�RIRYHU�UHSUHVHQWDWLRQ� RI� FR�HWKQLF� HPSOR\HHV� LQ� HWKQLF� PLQRULW\� ILUPV�� 7KLV� PDMRUFKDUDFWHULVWLF�RI�HWKQLF�PLQRULW\�HPSOR\PHQW�FDQ�EH�H[SODLQHG�E\� WKH� UHODWLYHO\� ORZLQIRUPDWLRQ�DQG�FR�RUGLQDWLRQ�FRVWV� LQ� ODERXU�UHODWLRQVKLSV�LQ�FR�HWKQLF�ILUPV��:KHQSHRSOH� EHORQJ� WR� WKH� VDPH� HWKQLF� JURXS�� RU� QHWZRUN�� WKH\� DUH� ERXQG� WR� WKH� VDPH
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FXOWXUDO� YDOXHV� DQG� QRUPV�� DQG� WKLV� ZLOO� HQKDQFH� WUXVW�� H�J�� ZLWKLQ� D� JURXS� RILPPLJUDQWV� IURP� WKH� VDPH�FRXQWU\�RU�EDFNJURXQG�� ,W� LPSOLHV� WKDW�ZLWKLQ� D�JURXS�RIZRUNHUV� IURP� WKH� VDPH� HWKQLF� RULJLQ� LQIRUPDWLRQ� LV� OHVV� DV\PPHWULF� DQG� OHVVLQFRPSOHWH� WKDQ� EHWZHHQ� ZRUNHUV� RI� GLIIHUHQW� HWKQLF� RULJLQV�� ,Q� D� KLHUDUFKLFDOUHODWLRQVKLS�EHWZHHQ�D�VXSHUYLVRU�DQG�VXERUGLQDWHV�WKH�PRQLWRULQJ�DQG�ERQGLQJ�FRVWVPD\�EH� ORZHU� LQ� WKH� FDVH� WKDW� DOO� EHORQJ� WR� WKH� VDPH�HWKQLF� JURXSV� WKDQ�ZKHQ� WKH\KDYH�GLIIHUHQW� HWKQLF� EDFNJURXQGV��$� VLPLODU� DUJXPHQW� KROGV� IRU� VHDUFK� FRVWV�ZKHQHPSOR\LQJ�ZRUNHUV�
7KHVH� HFRQRPLFV� RI� FR�HWKQLF� HPSOR\PHQW� VXJJHVW� WKDW� WKHUH� DUH� ERWK� SRVLWLYH� DQGQHJDWLYH�H[WHUQDOLWLHV�DVVRFLDWHG�ZLWK�WKLV�SKHQRPHQRQ��$�SRVLWLYH�H[WHUQDOLW\� LV�WKDWLW� HQKDQFHV� ODERXU� SDUWLFLSDWLRQ� DQG� WKHUHIRUH� UHGXFHV� GHPDQG� IRU� VRFLDO� VHFXULW\SURYLVLRQV��+RZHYHU��D�QHJDWLYH�H[WHUQDOLW\� LV� WKDW� LV�KLQGHUV� LQWHJUDWLRQ�RI�PLQRULW\JURXSV�LQ�WKH�VRFLHW\�ZKLFK�ZLOO�HYHQWXDOO\�FDXVH�WKHVH�PHPEHUV�RI�PLQRULW\�JURXSVWR�EH�OHVV�SURGXFWLYH��7KHVH�SRVLWLYH�DQG�QHJDWLYH�H[WHUQDOLWLHV�FDQ�EH�FRQVLGHUHG�DVPDUNHW�IDLOXUHV��7KH�HFRQRPLFV�RI� WKH�SXEOLF�VHFWRU� WHDFK�XV�WKDW�JRYHUQPHQW�SROLF\VKRXOG�WU\�WR�UHSDLU�VXFK�PDUNHW�IDLOXUHV�DV�PXFK�DV�SRVVLEOH��+HQFH�WKH�JHQHUDO�UXOHIRU�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�WKH�FDVH�RI�FR�HWKQLF�HPSOR\PHQW� LV� WR�GHVLJQ�SROLF\RSWLRQV� ZKLFK� ZLOO� PLQLPLVH� WKH� QHJDWLYH� H[WHUQDOLWLHV� DQG� ZKLFK� ZLOO� H[SORLW� WKHSRVLWLYH�H[WHUQDOLWLHV�
7KH�ELJJHVW�VWUXFWXUDO�SUREOHP�VHHPV�WR�EH�WKDW� WKH�EXVLQHVV�QHWZRUNV�RI�QDWLYH�DQGHWKQLF�PLQRULW\�HQWUHSUHQHXUV�DUH�VHSDUDWHG�IURP�HDFK�RWKHU��,Q�WKH�PRVW�H[WUHPH�FDVH�WKLV� ZRXOG� PHDQ� WKH� FRPSOHWH� LVRODWLRQ� RI� DQ� HWKQLF� PLQRULW\� SDUW� RI� WKH� UHJXODUHFRQRP\�� WKH�HQFODYH�HFRQRP\��7R�SUHYHQW� WKH�HPHUJHQFH�RI�HQFODYH� HFRQRPLHV� LQWKH� 1HWKHUODQGV� DQG� WR� UHDS� WKH� SRVLWLYH� H[WHUQDO� EHQHILWV� RI� H[WHQGHG� �EXVLQHVV�QHWZRUNV��WKH�JRYHUQPHQW�KDV�D�UROH�WR�IRVWHU�WKH�LQWHJUDWLRQ�RI�QDWLYH�DQG�FR�HWKQLFEXVLQHVV�QHWZRUNV��:LWK�UHVSHFW�WR�WKH�SKHQRPHQRQ�WKDW�FR�HWKQLF�ILUPV�DUH�XVHG�DV�DµODVW�UHVRUW¶�IRU�XQVNLOOHG�HWKQLF�PLQRULW\�PHPEHUV��DGGLWLRQDO�VFKRROLQJ�SURJUDPV�IRUFR�HWKQLF� HPSOR\HHV� DUH� QHFHVVDU\� WR� JLYH� WKHP� D� FKDQFH� RQ� WKH� UHJXODU� ODERXUPDUNHW��&RQFHUQLQJ�WKH�GLSORPD�FRPSDULVRQ�SUREOHP�LQ�WKH�VHDUFK�SURFHVV��RQH�FRXOGWKLQN�RI�JRYHUQPHQW�VXSSRUW�LQ�WKH�IRUP�RI�D�GDWDEDQN�IRU�GLSORPD�FRPSDULVRQ�



��

)XUWKHUPRUH�� SRVLWLYH� H[WHUQDOLWLHV� VKRXOG� EH� H[SORLWHG� E\� SURPRWLQJ� EXVLQHVVHV� RIHWKQLF� PLQRULWLHV�� H�J�� E\� SURYLGLQJ� DVVLVWDQFH� LQ� VHWWLQJ� XS� D� EXVLQHVV� �WKURXJKFKDPEHUV� RI� FRPPHUFH��� DQG� JXDUDQWHHV� IRU� ORDQV�� DQG� E\� QRW� WRR� PXFK� VWULFWUHJXODWLRQ��7KH�FKDPEHUV�RI� FRPPHUFH�FRXOG�SOD\� LQ� LPSRUWDQW� UROH� LQ� WKLV�SURFHVV�7KH\�KDYH�LQIRUPDWLRQ�DERXW�WKH�HWKQLF�EDFNJURXQG�RI�ILUP�RZQHUV�DQG�SOD\�D�QDWXUDOUROH�LQ�VWLPXODWLQJ�HQWUHSUHQHXUVKLS�
� /LWHUDWXUH$OGULFK�� +�(��� DQG� 5�� :DOGLQJHU �������� (WKQLFLW\� DQG� HQWUHSUHQHXUVKLS�� $QQXDO5HYLHZ�RI�6RFLRORJ\��������������%D\FDQ�/HYHQW��7���(��0DVXUHO�DQG�3��1LMNPDS���������'LYHUVLW\�LQ�HQWUHSUHQHXUVKLS�HWKQLF�DQG�IHPDOH�UROHV�LQ�XUEDQ�HFRQRPLF�OLIH��,QWHUQDWLRQDO�-RXUQDO�RI�6RFLDO(FRQRPLFV��������������������%HFNHU�� *�6��� ������������� 7KH� HFRQRPLFV� RI� GLVFULPLQDWLRQ�� VHFRQG� HGLWLRQ�8QLYHUVLW\�RI�&KLFDJR�3UHVV��&KLFDJR�%ODFNDE\��'�+��� 6��'ULQNZDWHU��'�%�� /HVOLH� DQG�3�'��0XUSK\� ��������$� SLFWXUH� RIPDOH� DQG� IHPDOH� XQHPSOR\PHQW� DPRQJ� %ULWDLQ¶V� HWKQLF� PLQRULWLHV�� 6FRWWLVK-RXUQDO�RI�3ROLWLFDO�(FRQRP\��������������%RLVVHYDLQ��-���DQG�+��*URWHQEUHJ���������&XOWXUH��VWUXFWXUH�DQG�HWKQLF�HQWHUSULVH��WKH6XULQDPHVH�RI�$PVWHUGDP��(WKQLF�DQG�5DFLDO�6WXGLHV�������������%RUMDV��*��-����������/DERU�(FRQRPLFV��0F*UDZ�+LOO�%RXUGLHX��3����������)RUPV�RI�&DSLWDO��LQ��-�*��5LFKDUGVRQ��HG����+DQGERRN�RI�7KHRU\DQG� 5HVHDUFK� IRU� WKH� 6RFLRORJ\� RI� (GXFDWLRQ�� *UHHQZRRG� 3UHVV�� :HVWSRUW�&7��SS����������%XFKDQ��1�5���&URVRQ��5�7�$��DQG�5�0��'DZHV���������6ZLIW�QHLJKERUV�DQG�SHUVLVWHQWVWUDQJHUV�� D� FURVV�FXOWXUDO� LQYHVWLJDWLRQ� RI� WUXVW� DQG� UHFLSURFLW\� LQ� VRFLDOH[FKDQJH���$PHULFDQ�-RXUQDO�RI�6RFLRORJ\������������������&HQWUDDO� %XUHDX� YRRU� GH� 6WDWLVWLHN� �&%6�� ��������$OORFKWRQHQ� LQ� 1HGHUODQG�� &%6�9RRUEXUJ�+HHUOHQ�&KDJDQWL�� 5��� DQG� 3�*��*UHHQH� ��������:KR�$UH� (WKQLF� (QWUHSUHQHXUV"�$� VWXG\� RIHQWUHSUHQHXUV¶� HWKQLF� LQYROYHPHQW� DQG� EXVLQHVV� FKDUDFWHULVWLFV�� -RXUQDO� RI6PDOO�%XVLQHVV�0DQDJHPHQW������������������



��

&KLVZLFN��%�5���<��&RKHQ�DQG�7��=DFK���������7KH�ODERU�PDUNHW�VWDWXV�RI�LPPLJUDQWV�HIIHFWV� RI� WKH� XQHPSOR\PHQW� UDWH� DW� DUULYDO� DQG� GXUDWLRQ� RI� UHVLGHQFH�,QGXVWULDO�DQG�/DERU�5HODWLRQV�5HYLHZ��������������'HDNLQV�� '�� �������� (QWUHSUHQHXUVKLS� DQG� 6PDOO� )LUPV�� VHFRQG� HGLWLRQ�� 0F*UDZ�+LOO��/RQGRQ�'H�*UDDII��7�� ��������0LJUDWLRQ�� HWKQLF�PLQRULWLHV� DQG� QHWZRUN� H[WHUQDOLWLHV�� 7KHOD7KHVLV��$PVWHUGDP�'H�9ULHV�� -�� DQG�$�� YDQ�GHU�:RXGH� ��������1HGHUODQG� ����������� GH� HHUVWH� URQGHYDQ�HFRQRPLVFKH�JURHL��%DODQV��$PVWHUGDP�(FRQRPLVFK� ,QVWLWXXW� YRRU� GH� %RXZQLMYHUKHLG� �(,%�� �������� $OORFKWRQHQ� HQEXLWHQODQGHUV�LQ�GH�ERXZ��(,%��$PVWHUGDP�)HKU��(���DQG�6��*lFKWHU���������)DLUQHVV�DQG�UHWDOLDWLRQ��WKH�HFRQRPLFV�RI�UHFLSURFLW\�-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV�����������������)ULMWHUV�� 3���0�$�� 6KLHOGV� DQG�6�:�� 3ULFH� �������� ,PPLJUDQW� MRE� VHDUFK� LQ� WKH�8.�HYLGHQFH�IURP�SDQHO�GDWD��,=$�'LVFXVVLRQ�3DSHU�1R�������,=$��%RQQ�)XNX\DPD�� )�� ��������7UXVW�� WKH� VRFLDO� YLUWXHV� DQG� WKH� FUHDWLRQ� RI� SURVSHULW\��1HZ<RUN��6LPRQ�DQG�6FKXVWHU�*HHUW]��&����������3HGGOHUV�DQG�SULQFHV��8QLYHUVLW\�RI�&KLFDJR�3UHVV��&KLFDJR�*ODHVHU��(�/���'��/DLEVRQ��-�$��6FKHLQNPDQ�DQG�&�/��6RXWWHU���������0HDVXULQJ�WUXVW�4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV������������������*UDQRYHWWHU�� 0�� ��������*HWWLQJ� D� MRE�� D� VWXG\� RI� FRQWDFWV� DQG� FDUHHUV� +DUYDUG8QLYHUVLW\�3UHVV��&DPEULGJH��0$�*UHHQH�� 3�*�� �������� $� UHVRXUFH�EDVHG� DSSURDFK� WR� HWKQLF� EXVLQHVV� VSRQVRUVKLS�� DFRQVLGHUDWLRQ� RI� ,VPDLOL�3DNLVWDQL� LPPLJUDQWV�� -RXUQDO� RI� 6PDOO� %XVLQHVV0DQDJHPHQW���������������+LUVFKPDQ�� $�2�� �������� ([LW�� YRLFH�� DQG� OR\DOW\�� UHVSRQVHV� WR� GHFOLQH� LQ� ILUPV�RUJDQL]DWLRQV��DQG�VWDWHV��&DPEULGJH��+DUYDUG�8QLYHUVLW\�3UHVV�-RKQVRQ��3�-�� ��������(WKQLF�GLIIHUHQFHV� LQ�VHOI�HPSOR\PHQW�DPRQJ�6RXWKHDVW�$VLDQUHIXJHHV�LQ�&DQDGD��-RXUQDO�RI�6PDOO�%XVLQHVV�0DQDJHPHQW���������������.ORRVWHUPDQ��5���-��YDQ�GHU�/HXQ�DQG�-��5DWK���������$FURVV�WKH�ERUGHU��LPPLJUDQWV¶HFRQRPLF� RSSRUWXQLWLHV�� VRFLDO� FDSLWDO� DQG� LQIRUPDO� EXVLQHVV� DFWLYLWLHV�-RXUQDO�RI�(WKQLF�DQG�0LJUDWLRQ�6WXGLHV����������������/D�3RUWD��5���)��/RSH]�GH�6LODQHV��$��6KOHLIHU�DQG�5��:��9LVKQ\���������7UXVW�LQ�ODUJHRUJDQL]DWLRQV��$PHULFDQ�(FRQRPLF�5HYLHZ�����������������



��

/HH��<���7��&DPHURQ��3�9��6FKDHIIHU�DQG�&�*��6FKPLGW���������(WKQLF�PLQRULW\�VPDOOEXVLQHVV��D�FRPSDUDWLYH�DQDO\VLV�RI�UHVWDXUDQWV�LQ�'HQYHU��8UEDQ�*HRJUDSK\����������������/LJKW��,���DQG�(��%RQDFLFK���������,PPLJUDQW�HQWUHSUHQHXUV��.RUHDQV�LQ�/RV�$QJHOHV�����������8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV��%HUNHOH\�/LQ��1���:�0��(QVHO�DQG�-�&��9DXJKQ� ��������6RFLDO� UHVRXUFHV�DQG�VWUHQJWK�RI� WLHV�VWUXFWXUDO� IDFWRUV� LQ� RFFXSDWLRQDO� DWWDLQPHQW��$PHULFDQ� 6RFLRORJLFDO� 5HYLHZ�������������/RXU\��*�&����������$�G\QDPLF�WKHRU\�RI�UDFLDO�LQFRPH�GLIIHUHQFHV��LQ��3�$��:DOODFHDQG� $�� /D0RQG� �HGV����:RPHQ�� PLQRULWLHV� DQG� HPSOR\PHQW� GLVFULPLQDWLRQ�/H[LQJWRQ�%RRNV��/H[LQJWRQ��SS����������0DVXUHO�� (��� � 3�� 1LMNPDS� DQG� *�� 9LQGLJQL� �����D��� %UHHGLQJ� SODFHV� IRU� HWKQLFHQWUHSUHQHXUV�� D� FRPSDUDWLYH� PDUNHWLQJ� DSSURDFK�� (QWUHSUHQHXUVKLS� 	5HJLRQDO�'HYHORSPHQW >IRUWKFRPLQJ@�0DVXUHO�� (�� DQG� 3�� 1LMNDPS� �����E��� 'LIIHUHQFHV� EHWZHHQ� ILUVW�JHQHUDWLRQ� DQGVHFRQG�JHQHUDWLRQ� HWKQLF� VWDUW�XSV�� LPSOLFDWLRQV� IRU� D� QHZ� VXSSRUW� SROLF\�>SDSHU�XQGHU�UHYLHZ@�0DVXUHO�� (��� 3�� 1LMNDPS�� 0�� 7DVWDQ� DQG� *�� 9LQGLJQ\� �������� 0RWLYDWLRQV� DQGSHUIRUPDQFH� FRQGLWLRQV� IRU� HWKQLF� HQWUHSUHQHXUVKLS�� *URZWK� DQG� &KDQJH����������������1LMNDPS�� 3�� �������� (QWUHSUHQHXUVKLS� LQ� D� 0RGHUQ� 1HWZRUN� (FRQRP\�� 5HJLRQDO6WXGLHV�����������������1RRWHERRP�� %�� �������� 7UXVW�� )RUPV�� IRXQGDWLRQV�� IXQFWLRQV� DQG� IDLOXUHV�� (GZDUG(OJDU��&KHOWHQKDP�3HWHUVRQ�� 0�)�� DQG� -�� 5RTXHEHUW� �������� 6XFFHVV� SDWWHUQV� RI� &XEDQ�$PHULFDQHQWHUSULVHV�� LPSOLFDWLRQV� IRU� HQWUHSUHQHXULDO� FRPPXQLWLHV��+XPDQ� 5HODWLRQV���������������3RUWHV�� $�� �������� 6RFLDO� FDSLWDO�� LWV� RULJLQV� DQG� DSSOLFDWLRQV� LQ� PRGHUQ� VRFLRORJ\�$QQXDO�5HYLHZ�RI�6RFLRORJ\�����������3XWQDP�� 5�'�� ��������0DNLQJ� GHPRFUDF\� ZRUN�� FLYLF� WUDGLWLRQV� LQ� PRGHUQ� ,WDO\�3ULQFHWRQ��1�-���3ULQFHWRQ�8QLYHUVLW\�3UHVV�5DILT��0����������(WKQLFLW\�DQG�HQWHUSULVH��D�FRPSDULVRQ�RI�0XVOLP�DQG�QRQ�0XVOLPRZQHG�$VLDQ�EXVLQHVV�LQ�%ULWDLQ��1HZ�&RPPXQLW\���������������



��

5DP��0����������8QUDYHOOLQJ�VRFLDO�QHWZRUNV�LQ�HWKQLF�PLQRULW\�ILUPV��,QWHUQDWLRQDO6PDOO�%XVLQHVV�-RXUQDO���������������5RRGHQEXUJ�� +��� 5�� (XZDOV� DQG� +�� WHU� 5HOH� �������� ,PPLJUDWLRQ� DQG� WKH� 'XWFK(FRQRP\�� &3%� 1HWKHUODQGV� %XUHDX� IRU� (FRQRPLF� 3ROLF\� $QDO\VLV�� 7KH+DJXH�6REHO�� -�� �������� &DQ�ZH� WUXVW� VRFLDO� FDSLWDO"�� -RXUQDO� RI� (FRQRPLF� /LWHUDWXUH�� �����������6RFLDDO�(FRQRPLVFKH�5DDG��6(5����������(WQLVFK�RQGHUQHPHUVFKDS��6(5��'HQ�+DDJ�8�6��'HSDUWPHQW�RI�&RPPHUFH� ��������7KH� VWDWH� RI� VPDOO� EXVLQHVV�� D� UHSRUW� RI� WKH3UHVLGHQW��:DVKLQJWRQ�'�&���8�6��*RYHUQPHQW�3ULQWLQJ�2IILFH�9DQ�'HOIW��+���&��*RUWHU�DQG�3��1LMNDPS���������,Q�VHDUFK�RI�HWKQLF�HQWUHSUHQHXUVKLSRSSRUWXQLWLHV� LQ� WKH� FLW\�� D� FRPSDUDWLYH� SROLF\� VWXG\�� (QYLURQPHQW� DQG3ODQQLQJ�&��*RYHUQPHQW�DQG�3ROLF\��������������9DQ�GHQ�7LOODDUW��+����������0RQLWRU�HWQLVFK�RQGHUQHPHUVFKDS�������,76��1LMPHJHQ�9HHQPDQ�� -�� �HG��� ��������.HUHQ� GH� NDQVHQ"�� 'H� WZHHGH�JHQHUDWLH� DOORFKWRQHQ� LQ1HGHUODQG��9DQ�*RUFXP��$VVHQ�:DOGLQJHU�� 5��� +�� $OGULFK�� 5�� :DUG� DQG� $VVRFLDWHV� ��������(WKQLF� (QWUHSUHQHXUV�6DJH�6HULHV�RQ�5DFH�DQG�(WKQLF�5HODWLRQV��9RO����:DOGLQJHU��5���+��$OGULFK��:�'��%UDGIRUG��-��%RLVVHYDLQ��*��&KHQ��+��.RUWH��5��:DUGDQG�3��:LOVRQ���������&RQFOXVLRQV�DQG�SROLF\�LPSOLFDWLRQV��LQ��5��:DOGLQJHU�+��$OGULFK�� 5��:DUG� DQG�$VVRFLDWHV��(WKQLF� (QWUHSUHQHXUV�� 6DJH� 6HULHV� RQ5DFH�DQG�(WKQLF�5HODWLRQV�������������:HWHQVFKDSSHOLMNH� 5DDG� YRRU� KHW� 5HJHULQJVEHOHLG� �:55�� ������� 1HGHUODQG� DOVLPPLJUDWLHVDPHQOHYLQJ�� 5HSRUWV� WR� WKH� *RYHUQPHQW� QR�� ���� 6GX� 3XEOLVKHUV�7KH�+DJXH�:KHDWO\ 3ULFH��6�� ��������7KH�XQHPSOR\PHQW�H[SHULHQFH�RI�PDOH� LPPLJUDQWV� LQ� WKH(QJOLVK�ODERXU�PDUNHW��$SSOLHG�(FRQRPLFV�����������������:LOOLDPVRQ��2�(�� ��������7KH� HFRQRPLF� LQVWLWXWLRQV� RI� FDSLWDOLVP��1HZ�<RUN�� )UHH3UHVV�:LOVRQ�� .�/��� DQG� $�� 3RUWHV� �������� ,PPLJUDQW� HQFODYHV�� DQ� DQDO\VLV� RI� WKH� ODERUPDUNHW�H[SHULHQFHV�RI�&XEDQV�LQ�0LDPL��7KH�$PHULFDQ�-RXUQDO�RI�6RFLRORJ\����������������


	TI 2004-027/3
	04027.pdf
	TI 2004-027/3
	co-ethnic_employment.pdf
	Introduction
	Ethnic entrepreneurship and co-ethnic employment
	Labour market characteristics of ethnic minority groups
	Empirical evidence

	Reasons for co-ethnic employment
	Social capital, networks and trust
	Utility of co-ethnic employment
	Rewards – management problems
	Rewards – general and culture specific skills
	Rewards – positive and negative discrimination
	Search – signalling
	Search – search channels
	Conclusion


	Welfare effects of co-ethnic employment
	Welfare effects of immigrants
	Welfare effects of ethnic entrepreneurship
	Welfare effects of co-ethnic employment
	Positive welfare effects and externalities
	Negative welfare effects and externalities
	Conclusion


	Concluding remarks and policy options
	Literature





