
�

7RZDUG�D�6FLHQFH�RI�0RUDOLW\

6FLHQFH�KDV�QRWKLQJ� WR�EH�DVKDPHG�RI�HYHQ� LQ� WKH�UXLQV�RI�1DJDVDNL��7KH�VKDPH�LV� WKHLUV�ZKR�DSSHDO� WR�RWKHU�YDOXHV� WKDQ� WKH
KXPDQ�LPDJLQDWLYH�YDOXHV�ZKLFK�VFLHQFH�KDV�HYROYHG��7KH�VKDPH�LV�RXUV�LI�ZH�GR�QRW�PDNH�VFLHQFH�SDUW�RI�RXU�ZRUOG�«�)RU�WKLV
LV�WKH�OHVVRQ�RI�VFLHQFH��WKDW�WKH�FRQFHSW�LV�PRUH�SURIRXQG�WKDQ�LWV�ODZV�

²-DFRE�%URQRZVNL��6FLHQFH�DQG�+XPDQ�9DOXHV�������

7KH� PHWDSKRU� RI� WKH� EHQGLQJ� PRUDO� DUF� V\PEROL]HV� ZKDW� PD\� EH� WKH� PRVW� LPSRUWDQW� DQG� OHDVW
DSSUHFLDWHG� WUHQG� LQ� KXPDQ� KLVWRU\²PRUDO� SURJUHVV²DQG� LWV� SULPDU\� FDXVH� LV� RQH� RI� WKH� PRVW
XQGHUVWDWHG�VRXUFHV��VFLHQWLILF�UDWLRQDOLVP�

%\� SURJUHVV� ,� DFFHSW� WKH�2[IRUG� (QJOLVK� 'LFWLRQDU\¶V� KLVWRULFDO� XVDJH� DV� ³DGYDQFHPHQW� WR� D
IXUWKHU�RU�KLJKHU�VWDJH��JURZWK��GHYHORSPHQW��XVXDOO\�WR�D�EHWWHU�VWDWH�RU�FRQGLWLRQ��LPSURYHPHQW�´�%\
PRUDO� ,� PHDQ� ³PDQQHU�� FKDUDFWHU�� SURSHU� EHKDYLRU´� �DV� IURP� WKH� /DWLQ� PRUDOLWDV��� LQ� WHUPV� RI
LQWHQWLRQV�DQG�DFWLRQV�WKDW�DUH�ULJKW�RU�ZURQJ�ZLWK�UHJDUG�WR�DQRWKHU�PRUDO�DJHQW���0RUDOLW\�LQYROYHV
KRZ�ZH�WKLQN�DQG�DFW�WRZDUG�RWKHU�PRUDO�DJHQWV�LQ�WHUPV�RI�ZKHWKHU�RXU�WKRXJKWV�DQG�DFWLRQV�DUH�ULJKW
RU�ZURQJ�ZLWK�UHJDUG�WR�WKHLU�VXUYLYDO�DQG�IORXULVKLQJ��%\�VXUYLYDO�,�PHDQ�WKH�LQVWLQFW�WR�OLYH��DQG�E\
IORXULVKLQJ� ,� PHDQ� KDYLQJ� DGHTXDWH� VXVWHQDQFH�� VDIHW\�� VKHOWHU�� ERQGLQJ�� DQG� VRFLDO� UHODWLRQV� IRU
SK\VLFDO�DQG�PHQWDO�KHDOWK��$Q\�RUJDQLVP�VXEMHFW�WR�QDWXUDO�VHOHFWLRQ²ZKLFK�LQFOXGHV�DOO�RUJDQLVPV
RQ� WKLV� SODQHW� DQG� PRVW� OLNHO\� RQ� DQ\� RWKHU� SODQHW� DV� ZHOO²ZLOO� E\� QHFHVVLW\� KDYH� WKLV� GULYH� WR
VXUYLYH� DQG� IORXULVK�� IRU� LI� WKH\� GLGQ¶W� WKH\� ZRXOG� QRW� OLYH� ORQJ� HQRXJK� WR� UHSURGXFH� DQG� ZRXOG
WKHUHIRUH�QR�ORQJHU�EH�VXEMHFW�WR�QDWXUDO�VHOHFWLRQ�

%HFDXVH� ,� LQFOXGH� DQLPDOV� �DQG�� SHUKDSV� RQH� GD\�� H[WUDWHUUHVWULDO� OLIH�IRUPV�� LQ� RXU� VSKHUH� RI
PRUDO�FRQVLGHUDWLRQ��E\�PRUDO�DJHQW�,�PHDQ�VHQWLHQW�EHLQJV��%\�VHQWLHQW�,�PHDQ�HPRWLYH��SHUFHSWLYH�
VHQVLWLYH��UHVSRQVLYH��FRQVFLRXV��DQG�WKHUHIRUH�DEOH�WR�IHHO�DQG�WR�VXIIHU��,Q�DGGLWLRQ�WR�XVLQJ�FULWHULD
VXFK�DV� LQWHOOLJHQFH�� ODQJXDJH�� WRRO�XVH�� UHDVRQLQJ�SRZHU�� DQG�RWKHU�FRJQLWLYH� VNLOOV�� ,� DP� UHDFKLQJ
GHHSHU� LQWR� RXU� HYROYHG� EUDLQV� WRZDUG� PRUH� EDVLF� HPRWLYH� FDSDFLWLHV�� 2XU� PRUDO� FRQVLGHUDWLRQ
VKRXOG� EH� EDVHG� QRW� SULPDULO\� RQ�ZKDW� VHQWLHQW� EHLQJV� DUH� WKLQNLQJ�� EXW� RQ�ZKDW� WKH\� DUH� IHHOLQJ�
7KHUH� LV� VRXQG� VFLHQFH� EHKLQG� WKLV� SURSRVLWLRQ�� $FFRUGLQJ� WR� WKH� &DPEULGJH� 'HFODUDWLRQ� RQ
&RQVFLRXVQHVV²D� VWDWHPHQW� LVVXHG� LQ� ����� E\� DQ� LQWHUQDWLRQDO� JURXS� RI� SURPLQHQW� FRJQLWLYH
QHXURVFLHQWLVWV��QHXURSKDUPDFRORJLVWV��QHXURDQDWRPLVWV��DQG�FRPSXWDWLRQDO�QHXURVFLHQWLVWV²WKHUH� LV
D�FRQYHUJHQFH�RI�HYLGHQFH� WR�VKRZ�WKH�FRQWLQXLW\�EHWZHHQ�KXPDQV�DQG�QRQKXPDQ�DQLPDOV��DQG� WKDW
VHQWLHQFH�LV�WKH�FRPPRQ�FKDUDFWHULVWLF�DFURVV�VSHFLHV�

7KH�QHXUDO�SDWKZD\V�RI�HPRWLRQV��IRU�H[DPSOH��DUH�QRW�FRQILQHG�WR�KLJKHU�OHYHO�FRUWLFDO�VWUXFWXUHV
LQ� WKH� EUDLQ�� EXW� DUH� IRXQG� LQ� HYROXWLRQDULO\� ROGHU� VXEFRUWLFDO� UHJLRQV�� $UWLILFLDOO\� VWLPXODWLQJ� WKH
VDPH� UHJLRQV� LQ� KXPDQ� DQG� QRQKXPDQ� DQLPDOV� SURGXFHV� WKH� VDPH� HPRWLRQDO� UHDFWLRQV� LQ� ERWK��



)XUWKHU��DWWHQWLYHQHVV��VOHHS��DQG�GHFLVLRQ�PDNLQJ�DUH�IRXQG�DFURVV�WKH�EUDQFKHV�RI�WKH�HYROXWLRQDU\
WUHH�RI�OLIH��LQFOXGLQJ�PDPPDOV��ELUGV��DQG�HYHQ�VRPH�LQYHUWHEUDWHV��VXFK�DV�RFWRSRGHV��,Q�DVVHVVLQJ
DOO� WKH� HYLGHQFH� IRU� VHQWLHQFH�� WKHVH� VFLHQWLVWV� GHFODUHG�� ³&RQYHUJHQW� HYLGHQFH� LQGLFDWHV� WKDW� QRQ�
KXPDQ� DQLPDOV� KDYH� WKH� QHXURDQDWRPLFDO�� QHXURFKHPLFDO�� DQG� QHXURSK\VLRORJLFDO� VXEVWUDWHV� RI
FRQVFLRXV�VWDWHV�DORQJ�ZLWK�WKH�FDSDFLW\�WR�H[KLELW�LQWHQWLRQDO�EHKDYLRUV��&RQVHTXHQWO\��WKH�ZHLJKW�RI
HYLGHQFH�LQGLFDWHV�WKDW�KXPDQV�DUH�QRW�XQLTXH�LQ�SRVVHVVLQJ�WKH�QHXURORJLFDO�VXEVWUDWHV�WKDW�JHQHUDWH
FRQVFLRXVQHVV�´�� :KHWKHU� QRQKXPDQ� DQLPDOV� DUH� ³FRQVFLRXV´� GHSHQGV� RQ� KRZ� RQH� GHILQHV
FRQVFLRXVQHVV��EXW�IRU�P\�SXUSRVHV�WKH�PRUH�QDUURZO\�UHVWULFWHG�HPRWLRQDO�FDSDFLW\�WR�IHHO�DQG�VXIIHU
LV�ZKDW�EULQJV�PDQ\�QRQKXPDQ�DQLPDOV�LQWR�RXU�PRUDO�VSKHUH�

*LYHQ� WKHVH� UHDVRQV� DQG� WKLV� HYLGHQFH�� WKH� VXUYLYDO� DQG� IORXULVKLQJ� RI� VHQWLHQW� EHLQJV� LV� P\
VWDUWLQJ� SRLQW�� DQG� WKH� IXQGDPHQWDO� SULQFLSOH� RI� WKLV� V\VWHP� RI� PRUDOLW\��� ,W� LV� D� V\VWHP� EDVHG� RQ
VFLHQFH�DQG�UHDVRQ��DQG�LV�JURXQGHG�LQ�SULQFLSOHV�WKDW�DUH�WKHPVHOYHV�EDVHG�RQ�QDWXUH¶V�ODZV�DQG�RQ
KXPDQ�QDWXUH²SULQFLSOHV�WKDW�FDQ�EH�WHVWHG�LQ�ERWK�WKH�ODERUDWRU\�DQG�LQ�WKH�UHDO�ZRUOG��7KXV�,�WDNH
PRUDO�SURJUHVV�WR�PHDQ�WKH�LPSURYHPHQW�LQ�WKH�VXUYLYDO�DQG�IORXULVKLQJ�RI�VHQWLHQW�EHLQJV�

+HUH�,�DP�VSHFLILFDOO\�UHIHUULQJ�WR�LQGLYLGXDO�EHLQJV��,W�LV�WKH�LQGLYLGXDO�ZKR�LV�WKH�SULPDU\�PRUDO
DJHQW²QRW� WKH� JURXS�� WULEH�� UDFH�� JHQGHU�� VWDWH�� QDWLRQ�� HPSLUH�� VRFLHW\�� RU� DQ\� RWKHU� FROOHFWLYH²
EHFDXVH� LW� LV� WKH� LQGLYLGXDO�ZKR� VXUYLYHV� DQG� IORXULVKHV�� RU�ZKR� VXIIHUV� DQG� GLHV�� ,W� LV� LQGLYLGXDO
VHQWLHQW�EHLQJV�ZKR�SHUFHLYH��HPRWH��UHVSRQG��ORYH��IHHO��DQG�VXIIHU²QRW�SRSXODWLRQV��UDFHV��JHQGHUV�
JURXSV��RU�QDWLRQV��+LVWRULFDOO\��LPPRUDO�DEXVHV�KDYH�EHHQ�PRVW�UDPSDQW��DQG�ERG\�FRXQWV�KDYH�UXQ
WKH�KLJKHVW��ZKHQ�WKH�LQGLYLGXDO�LV�VDFULILFHG�IRU�WKH�JRRG�RI�WKH�JURXS��,W�KDSSHQV�ZKHQ�SHRSOH�DUH
MXGJHG�E\� WKH�FRORU�RI� WKHLU� VNLQ²RU�E\� WKHLU�;�<�FKURPRVRPHV��RU�E\�ZKRP� WKH\�SUHIHU� WR� VOHHS
ZLWK��RU�E\�ZKDW�DFFHQW�WKH\�VSHDN�ZLWK��RU�E\�ZKLFK�SROLWLFDO�RU�UHOLJLRXV�JURXS�WKH\�EHORQJ�WR��RU�E\
DQ\�RWKHU�GLVWLQJXLVKLQJ� WUDLW�RXU�VSHFLHV�KDV� LGHQWLILHG� WR�GLIIHUHQWLDWH�DPRQJ�PHPEHUV²LQVWHDG�RI
E\�WKH�FRQWHQW�RI�WKHLU�LQGLYLGXDO�FKDUDFWHU��7KH�5LJKWV�5HYROXWLRQV�RI�WKH�SDVW�WKUHH�FHQWXULHV�KDYH
IRFXVHG�DOPRVW�HQWLUHO\�RQ�WKH�IUHHGRP�DQG�DXWRQRP\�RI�LQGLYLGXDOV��QRW�FROOHFWLYHV²RQ�WKH�ULJKWV�RI
SHUVRQV��QRW�JURXSV��,QGLYLGXDOV�YRWH��QRW�UDFHV�RU�JHQGHUV��,QGLYLGXDOV�ZDQW�WR�EH�WUHDWHG�HTXDOO\��QRW
UDFHV��5LJKWV�SURWHFW�LQGLYLGXDOV��QRW�JURXSV��LQ�IDFW��PRVW�ULJKWV��VXFK�DV�WKRVH�HQXPHUDWHG�LQ�WKH�%LOO
RI�5LJKWV�RI�WKH�86�&RQVWLWXWLRQ��SURWHFW�LQGLYLGXDOV�IURP�EHLQJ�GLVFULPLQDWHG�DJDLQVW�DV�PHPEHUV�RI
D�JURXS��VXFK�DV�E\�UDFH��FUHHG��FRORU��JHQGHU��DQG²VRRQ²VH[XDO�RULHQWDWLRQ�DQG�JHQGHU�SUHIHUHQFH�

7KH� VLQJXODU� DQG� VHSDUDWH� RUJDQLVP� LV� WR� ELRORJ\� DQG� VRFLHW\� ZKDW� WKH� DWRP� LV� WR� SK\VLFV²D
IXQGDPHQWDO�XQLW�RI�QDWXUH���+HUH�,�DP�QRW�LQFOXGLQJ�VRFLDO�LQVHFWV�VXFK�DV�ZRUNHU�GURQH�EHHV��ZKRVH
PHPEHUV�DUH�JHQHWLFDOO\�QHDUO\�LGHQWLFDO���7KXV�WKH�ILUVW�SULQFLSOH�RI�WKH�VXUYLYDO�DQG�IORXULVKLQJ�RI
VHQWLHQW�EHLQJV�LV�JURXQGHG�LQ�WKH�ELRORJLFDO�IDFW�WKDW�WKH�GLVFUHWH�RUJDQLVP�LV�WKH�SULQFLSDO�WDUJHW�RI
QDWXUDO�VHOHFWLRQ�DQG�VRFLDO�HYROXWLRQ��QRW�WKH�JURXS���:H�DUH�D�VRFLDO�VSHFLHV²ZH�QHHG�DQG�HQMR\
WKH�SUHVHQFH�RI�RWKHUV�LQ�JURXSLQJV�VXFK�DV�IDPLOLHV��IULHQGV��DQG�DVVRUWHG�VRFLDO�FRQVRUWLD²EXW�ZH
DUH�ILUVW�DQG�IRUHPRVW�LQGLYLGXDOV�ZLWKLQ�VRFLDO�JURXSV�DQG�WKHUHIRUH�RXJKW�QRW�WR�EH�VXEVHUYLHQW�WR�WKH
FROOHFWLYH���0DNLQJ�VDFULILFHV�IRU�RQH¶V�VRFLDO�JURXS�LV�QRW�WKH�VDPH�DV�EHLQJ�VDFULILFHG�IRU�WKH�JURXS�

7KLV�GULYH�WR�VXUYLYH�LV�SDUW�RI�RXU�HVVHQFH��DQG�WKHUHIRUH�WKH�IUHHGRP�WR�SXUVXH�WKH�IXOILOOPHQW�RI
WKDW�HVVHQFH�LV�D�QDWXUDO�ULJKW��E\�ZKLFK�,�PHDQ�LW�LV�XQLYHUVDO�DQG�LQDOLHQDEOH�DQG�WKXV�QRW�FRQWLQJHQW
RQO\� XSRQ� WKH� ODZV� DQG� FXVWRPV� RI� D� SDUWLFXODU� FXOWXUH� RU� JRYHUQPHQW��1DWXUDO� ULJKWV� WKHRU\� DURVH
GXULQJ�WKH�(QOLJKWHQPHQW�WR�FRXQWHU�WKH�EHOLHI�LQ�WKH�GLYLQH�ULJKW�RI�NLQJV��DQG�EHFDPH�WKH�EDVLV�RI�WKH
VRFLDO�FRQWUDFW�WKDW�JDYH�ULVH�WR�GHPRFUDF\��D�VXSHULRU�V\VWHP�IRU�WKH�SURWHFWLRQ�RI�KXPDQ�ULJKWV��7KLV
LV�ZKDW�WKH�(QJOLVK�SKLORVRSKHU�-RKQ�/RFNH�KDG�LQ�PLQG�LQ�KLV������6HFRQG�7UHDWLVH�RI�*RYHUQPHQW



�ZULWWHQ� WR� UHEXW�6LU�5REHUW� )LOPHU¶V� �����3DWULDUFKD��ZKLFK� GHIHQGHG� WKH� GLYLQH� ULJKW� RI� NLQJV��
ZKHQ�KH�ZURWH�� ³7KH� VWDWH�RI�QDWXUH�KDV� D� ODZ� WR�JRYHUQ� LW��ZKLFK�REOLJHV� HYHU\�RQH�� DQG� UHDVRQ�
ZKLFK�LV�WKDW�ODZ��WHDFKHV�DOO�PDQNLQG��ZKR�ZLOO�EXW�FRQVXOW�LW��WKDW�EHLQJ�DOO�HTXDO�DQG�LQGHSHQGHQW�
QR�RQH�RXJKW�WR�KDUP�DQRWKHU�LQ�KLV�OLIH��KHDOWK��OLEHUW\��RU�SRVVHVVLRQV�´��7KH�VRFLDO�FRQWUDFW�HQWHUHG
LQWR�IUHHO\��/RFNH�DUJXHG��LV�WKH�EHVW�ZD\�WR�HQVXUH�RXU�QDWXUDO�ULJKWV���

,Q� ULJKWV� ODQJXDJH�� WKH� LQGLYLGXDO� LV� LPEXHG� ZLWK� SHUVRQDO� DXWRQRP\�� $V� D� QDWXUDO� ULJKW�� WKH
SHUVRQDO� DXWRQRP\� RI� WKH� LQGLYLGXDO� JLYHV� XV� FULWHULD� E\� ZKLFK� ZH� FDQ� MXGJH� DFWLRQV� DV� ULJKW� RU
ZURQJ��GR� WKH\� LQFUHDVH� RU� GHFUHDVH� WKH� VXUYLYDO� DQG� IORXULVKLQJ� RI� LQGLYLGXDO� VHQWLHQW� EHLQJV"
0RUDOLW\�LV�QRW�DUELWUDU\��UHODWLYH��RU�FRPSOHWHO\�FXOWXUH�ERXQG��0RUDOLW\�LV�XQLYHUVDO��:H�DUH�DOO�ERUQ
ZLWK�D�PRUDO�VHQVH��ZLWK�PRUDO�HPRWLRQV�WKDW�JXLGH�XV�LQ�RXU�LQWHUDFWLRQV�ZLWK�RWKHU�SHRSOH��DQG�WKDW
DUH�LQIOXHQFHG�E\�ORFDO�FXOWXUH��FXVWRPV��DQG�XSEULQJLQJ��1DWXUH�HQGRZHG�XV�ZLWK�WKH�FDSDFLW\�WR�IHHO
JXLOW�IRU�WKH�YLRODWLRQ�RI�SURPLVHV�DQG�VRFLDO�REOLJDWLRQV��IRU�H[DPSOH��EXW�QXUWXUH�FDQ�WZHDN�WKH�JXLOW
GLDO�XS�RU�GRZQ��7KXV�PRUDOLW\�LV�UHDO��GLVFRYHUDEOH��³RXW�WKHUH´�LQ�QDWXUH��DQG�³LQ�KHUH´�DV�SDUW�RI
RXU�KXPDQ�QDWXUH��)URP�WKHVH�IDFWV�ZH�FDQ�EXLOG�D�VFLHQFH�RI�PRUDOLW\²D�PHDQV�RI�GHWHUPLQLQJ�WKH
EHVW�FRQGLWLRQV�WR�H[SDQG�WKH�PRUDO�VSKHUH�DQG�LQFUHDVH�PRUDO�SURJUHVV�WKURXJK�WKH�WRROV�RI�UHDVRQ
DQG�VFLHQFH�
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8QGHUVWDQGLQJ� WKH�QDWXUH�RI� WKLQJV�DQG� WKH�FDXVHV�RI�HIIHFWV� LV�ZKDW� VFLHQFH� LV�GHVLJQHG� WR�GR��DQG
HYHU� VLQFH� WKH� 6FLHQWLILF� 5HYROXWLRQ� WKHUH� KDV� EHHQ� D� V\VWHPDWLF� HIIRUW� E\� WKLQNHUV� LQ� DOO� ILHOGV� WR
DSSO\�WKH�PHWKRGV�RI�VFLHQFH²ZKLFK�LQFOXGH�WKH�SKLORVRSKLFDO�WRROV�RI�UHDVRQ�DQG�FULWLFDO�WKLQNLQJ²
WR� XQGHUVWDQGLQJ� RXUVHOYHV� DQG� WKH� ZRUOG� LQ� ZKLFK� ZH� OLYH�� LQFOXGLQJ� DQG� HVSHFLDOO\� WKH� VRFLDO�
SROLWLFDO�� DQG� HFRQRPLF� ZRUOGV�� ZLWK� DQ� HQG� WRZDUG� WKH� EHWWHUPHQW� RI� KXPDQLW\�� 7KLV� HIIRUW� KDV
SURGXFHG� D� ZRUOGYLHZ� NQRZQ� DV� (QOLJKWHQPHQW� +XPDQLVP� �RU� VHFXODU� KXPDQLVP�� RU� VLPSO\
KXPDQLVP���ZKLFK��XQOLNH�PRVW�RWKHU�ZRUOGYLHZV��LV�PRUH�D�PHWKRG�WKDQ�DQ�LGHRORJ\��LW�LV�D�PHDQV�RI
VROYLQJ�SUREOHPV�PRUH�WKDQ�LW�LV�D�VHW�RI�GRFWULQDLUH�EHOLHIV��+XPDQLVP��DV�LWV�QDPH�LPSOLHV��LV²DQG
RXJKW�WR�EH²FRQFHUQHG�ZLWK�WKH�VXUYLYDO�DQG�IORXULVKLQJ�RI�KXPDQV��DQG�LWV�PHWKRGV�RI�UHDVRQ�DQG
VFLHQFH�DUH�GLUHFWHG�DW�ILJXULQJ�RXW�KRZ�EHVW�WR�GR�WKDW��7KXV�WKH�JRDO�RI�D�VFLHQFH�RI�PRUDOLW\�LV²DQG
RXJKW�WR�EH²WR�GHWHUPLQH�WKH�FRQGLWLRQV�XQGHU�ZKLFK�KXPDQV�DQG��E\�H[WHQVLRQ��RWKHU�VHQWLHQW�EHLQJV
EHVW�SURVSHU��7R�WKDW�HQG�,�QHHG�WR�GHILQH�ZKDW�,�PHDQ�E\�VFLHQFH�DQG�UHDVRQ�

6FLHQFH

6FLHQFH� LV� D� VHW� RI�PHWKRGV� WKDW� GHVFULEHV� DQG� LQWHUSUHWV� REVHUYHG�RU� LQIHUUHG�SKHQRPHQD�� SDVW� RU
SUHVHQW�� DQG� LV� DLPHG� DW� WHVWLQJ� K\SRWKHVHV� DQG� EXLOGLQJ� WKHRULHV�� %\� VHW� RI� PHWKRGV� ,� PHDQ� WR
HPSKDVL]H�WKDW�VFLHQFH�LV�PRUH�RI�D�SURFHGXUH�WKDQ�LW�LV�D�VHW�RI�IDFWV��DQG�WR�GHVFULEH�DQG�LQWHUSUHW
WKHP�PHDQV�WKDW�WKH�IDFWV�GR�QRW�MXVW�VSHDN�IRU�WKHPVHOYHV��2EVHUYHG�RU�LQIHUUHG�SKHQRPHQD�PHDQV
WKDW�WKHUH�DUH�VRPH�WKLQJV�LQ�QDWXUH�WKDW�ZH�FDQ�VHH��VXFK�DV�HOHSKDQWV�DQG�VWDUV��EXW�RWKHU�WKLQJV�WKDW
ZH�PXVW� LQIHU��VXFK�DV� WKH�HYROXWLRQ�RI�HOHSKDQWV�DQG�VWDUV��3DVW�RU�SUHVHQW�PHDQV� WKDW� WKH� WRROV�RI
VFLHQFH� FDQ� EH� XVHG� WR� XQGHUVWDQG� QRW� RQO\� SKHQRPHQD� RFFXUULQJ� LQ� WKH� SUHVHQW�� EXW� LQ� WKH� SDVW� DV
ZHOO�� �7KH� KLVWRULFDO� VFLHQFHV� LQFOXGH� FRVPRORJ\�� SDOHRQWRORJ\�� JHRORJ\�� DUFKDHRORJ\�� DQG� KLVWRU\�
LQFOXGLQJ� DQG� HVSHFLDOO\� KXPDQ� KLVWRU\��� 7HVWLQJ� K\SRWKHVHV� PHDQV� WKDW� IRU� VRPHWKLQJ� WR� EH� WUXO\



VFLHQWLILFDOO\�VRXQG�LW�PXVW�EH�WHVWDEOH��VXFK�WKDW�ZH�FDQ�FRQILUP�LW�DV�SUREDEO\�WUXH�RU�GLVFRQILUP�LW
DV� SUREDEO\� IDOVH����%XLOGLQJ� WKHRULHV� PHDQV� WKDW� WKH� DLP� RI� VFLHQFH� LV� WR� H[SODLQ� WKH� ZRUOG� E\
FRQVWUXFWLQJ�FRPSUHKHQVLYH�H[SODQDWLRQV�IURP�QXPHURXV�WHVWHG�K\SRWKHVHV�

'HILQLQJ� WKH� VFLHQWLILF�PHWKRG� LV� QRW� VR� HDV\�� 7KH� SURFHVV� LQYROYHV� PDNLQJ� REVHUYDWLRQV� DQG
IRUPLQJ� K\SRWKHVHV� IURP� WKHP�� WKHQ� PDNLQJ� VSHFLILF� SUHGLFWLRQV� EDVHG� RQ� WKRVH� K\SRWKHVHV�� WKHQ
PDNLQJ� DGGLWLRQDO� REVHUYDWLRQV� WR� WHVW� WKRVH� SUHGLFWLRQV� WR� FRQILUP�� GLVSURYH�� RU� IDOVLI\� WKH� LQLWLDO
K\SRWKHVHV�� 7KH� SURFHVV� LV� D� FRQVWDQW� LQWHUDFWLRQ� RI� PDNLQJ� REVHUYDWLRQV�� GUDZLQJ� FRQFOXVLRQV�
PDNLQJ�SUHGLFWLRQV��DQG�FKHFNLQJ�WKHP�DJDLQVW�WKH�HYLGHQFH��%XW�QRWH�WKDW�GDWD�JDWKHULQJ�REVHUYDWLRQV
DUH�QRW�PDGH�LQ�D�YDFXXP��7KH�K\SRWKHVHV�VKDSH�ZKDW�VRUW�RI�REVHUYDWLRQV�D�VFLHQWLVW�ZLOO�PDNH��DQG
WKHVH� K\SRWKHVHV� DUH� WKHPVHOYHV� VKDSHG� E\� HGXFDWLRQ�� FXOWXUH�� DQG� WKH� SDUWLFXODU� ELDVHV� RI� WKH
REVHUYHU��2EVHUYDWLRQ�LV�NH\��7KH�%ULWLVK�DVWURQRPHU�6LU�$UWKXU�6WDQOH\�(GGLQJWRQ�HPSOR\HG�D�OHJDO
PHWDSKRU�WR�FDSWXUH�WKH�VHQWLPHQW��³)RU�WKH�WUXWK�RI�WKH�FRQFOXVLRQV�RI�SK\VLFDO�VFLHQFH��REVHUYDWLRQ
LV�WKH�VXSUHPH�FRXUW�RI�DSSHDO�´���$OO�IDFWV� LQ�VFLHQFH�DUH�SURYLVLRQDO�DQG�VXEMHFW� WR�FKDOOHQJH�DQG
FKDQJH�� WKHUHIRUH� VFLHQFH� LV� QRW� D� ³WKLQJ´� SHU� VH�� UDWKHU� LW� LV� D�PHWKRG� RI� GLVFRYHU\� WKDW� OHDGV� WR
SURYLVLRQDO�FRQFOXVLRQV�

5HDVRQ

5HDVRQ� LV� WKH� FRJQLWLYH� FDSDFLW\� WR� HVWDEOLVK� DQG� YHULI\� IDFWV� WKURXJK� WKH� DSSOLFDWLRQ� RI� ORJLF� DQG
UDWLRQDOLW\�� DQG� WR� PDNH� MXGJPHQWV� DQG� IRUP� EHOLHIV� EDVHG� RQ� WKRVH� IDFWV�� 5DWLRQDOLW\� LV� WKH
DSSOLFDWLRQ�RI� UHDVRQ� WR� IRUP�EHOLHIV�EDVHG�RQ� IDFWV�DQG�HYLGHQFH�� LQVWHDG�RI�JXHVVZRUN��RSLQLRQV�
DQG�IHHOLQJV��7KDW�LV�WR�VD\��WKH�UDWLRQDO�WKLQNHU�ZDQWV�WR�NQRZ�ZKDW�LV�UHDOO\�WUXH�DQG�QRW�MXVW�ZKDW�KH
RU�VKH�ZRXOG�OLNH�WR�EH�WUXH���

+RZHYHU�� DV� VHYHUDO� GHFDGHV� RI� UHVHDUFK� LQ� FRJQLWLYH� SV\FKRORJ\� KDV� VKRZQ�� ZH� DUH� QRW� WKH
UDWLRQDOO\� FDOFXODWLQJ� EHLQJV� ZH¶G� OLNH� WR� WKLQN� ZH� DUH�� EXW� DUH� LQVWHDG� YHU\� PXFK� GULYHQ� E\� RXU
SDVVLRQV�� EOLQGHG� E\� RXU� ELDVHV�� DQG� �IRU� EHWWHU� RU� ZRUVH�� PRYHG� E\� RXU� PRUDO� HPRWLRQV�� 7KH
FRQILUPDWLRQ�ELDV��WKH�KLQGVLJKW�ELDV��WKH�VHOI�MXVWLILFDWLRQ�ELDV��WKH�VXQN�FRVW�ELDV��WKH�VWDWXV�TXR�ELDV�
DQFKRULQJ�HIIHFWV��DQG�WKH�IXQGDPHQWDO�DWWULEXWLRQ�HUURU�DUH�MXVW�D�IHZ�RI�WKH�PDQ\�ZD\V�WKDW�RXU�EUDLQV
ZRUN�WR�FRQYLQFH�XV�WKDW�ZKDW�ZH�ZDQW�WR�EH�WUXH�LV�WUXH²UHJDUGOHVV�RI�WKH�HYLGHQFH²LQ�D�JHQHUDO
SURFHVV� FDOOHG� ³PRWLYDWHG� UHDVRQLQJ�´��� 1HYHUWKHOHVV�� WKH� FDSDFLW\� IRU� UHDVRQ� DQG� UDWLRQDOLW\� LV
ZLWKLQ�XV�DV�D�IHDWXUH�RI�RXU�EUDLQV� WKDW�HYROYHG�WR�IRUP�SDWWHUQV�DQG�PDNH�FRQQHFWLRQV��LW¶V�FDOOHG
OHDUQLQJ��LQ�WKH�VHUYLFH�RI�VXUYLYDO�DQG�IORXULVKLQJ�LQ�WKH�HQYLURQPHQW�RI�RXU�HYROXWLRQDU\�DQFHVWU\�
5HDVRQ� LV� SDUW� RI� RXU� FRJQLWLYH�PDNHXS�� DQG� RQFH� LW� LV� LQ� SODFH� LW� FDQ� EH� SXW� WR� XVH� LQ� DQDO\]LQJ
SUREOHPV� LW� GLG� QRW� RULJLQDOO\� HYROYH� WR� FRQVLGHU�� 3LQNHU� FDOOV� WKLV� DQ� RSHQ�HQGHG� FRPELQDWRULDO
UHDVRQLQJ� V\VWHP� WKDW� ³HYHQ� LI� LW� HYROYHG� IRU�PXQGDQH� SUREOHPV� OLNH� SUHSDULQJ� IRRG� DQG� VHFXULQJ
DOOLDQFHV�� \RX� FDQ¶W� NHHS� LW� IURP� HQWHUWDLQLQJ� SURSRVLWLRQV� WKDW� DUH� FRQVHTXHQFHV� RI� RWKHU
SURSRVLWLRQV�´�7KLV�DELOLW\�PDWWHUV�IRU�PRUDOLW\�EHFDXVH�³LI�WKH�PHPEHUV�RI�VSHFLHV�KDYH�WKH�SRZHU�WR
UHDVRQ�ZLWK�RQH�DQRWKHU��DQG�HQRXJK�RSSRUWXQLWLHV� WR�H[HUFLVH� WKDW�SRZHU��VRRQHU�RU� ODWHU� WKH\�ZLOO
VWXPEOH� XSRQ� WKH�PXWXDO� EHQHILWV� RI� QRQYLROHQFH� DQG� RWKHU� IRUPV� RI� UHFLSURFDO� FRQVLGHUDWLRQ�� DQG
DSSO\�WKHP�PRUH�DQG�PRUH�EURDGO\�´��

'UDZLQJ�LQIHUHQFHV�DERXW�WKH�PRYHPHQW�RI�DQLPDOV�IURP�WKHLU�WUDFNV²DV�KXQWHU�JDWKHUHU�WUDFNHUV
GR²KDV� REYLRXV� VXUYLYDO� DGYDQWDJHV�� DQG� ZH� KDYH� EHHQ� DEOH� WR� DSSO\� WKRVH� LQIHUHQWLDO� VNLOOV� WR
HYHU\WKLQJ� IURP� GULYLQJ� WR� WKH� VWRUH� WR� IO\LQJ� URFNHWV� WR� WKH� PRRQ�� +LVWRULDQ� RI� VFLHQFH� DQG



SURIHVVLRQDO� DQLPDO� WUDFNHU� /RXLV� /LHEHQEHUJ� KDV�� LQ� IDFW�� DUJXHG� WKDW� RXU� DELOLW\� WR� UHDVRQ
VFLHQWLILFDOO\� LV� D� E\�SURGXFW� RI� IXQGDPHQWDO� VNLOOV� IRU� WUDFNLQJ� JDPH� DQLPDOV� WKDW� RXU� DQFHVWRUV
GHYHORSHG��/LHEHQEHUJ¶V�DQDORJ\�EHWZHHQ�WUDFNLQJ�DQG�WKH�VFLHQWLILF�PHWKRG� LV�UHYHDOLQJ��³$V�QHZ
IDFWXDO� LQIRUPDWLRQ� LV� JDWKHUHG� LQ� WKH� SURFHVV� RI� WUDFNLQJ�� K\SRWKHVHV� PD\� KDYH� WR� EH� UHYLVHG� RU
VXEVWLWXWHG� E\� EHWWHU� RQHV�� $� K\SRWKHWLFDO� UHFRQVWUXFWLRQ� RI� WKH� DQLPDO¶V� EHKDYLRUV� PD\� HQDEOH
WUDFNHUV�WR�DQWLFLSDWH�DQG�SUHGLFW�WKH�DQLPDO¶V�PRYHPHQWV��7KHVH�SUHGLFWLRQV�SURYLGH�RQJRLQJ�WHVWLQJ
RI�K\SRWKHVHV�´���/LHEHQEHUJ�GLVWLQJXLVKHV�EHWZHHQ�V\VWHPDWLF�WUDFNLQJ��³WKH�V\VWHPDWLF�JDWKHULQJ�RI
LQIRUPDWLRQ� IURP� VLJQV�� XQWLO� LW� SURYLGHV� D� GHWDLOHG� LQGLFDWLRQ� RI� ZKDW� WKH� DQLPDO� ZDV� GRLQJ� DQG
ZKHUH�LW�ZDV�JRLQJ´��DQG�VSHFXODWLYH�WUDFNLQJ��³WKH�FUHDWLRQ�RI�D�ZRUNLQJ�K\SRWKHVLV�RQ�WKH�EDVLV�RI
LQLWLDO�LQWHUSUHWDWLRQ�RI�VLJQV��NQRZOHGJH�RI�WKH�DQLPDO¶V�EHKDYLRU�DQG�NQRZOHGJH�RI�WKH�WHUUDLQ´�WKDW
OHDGV� WR�K\SRWKHVHV� WKDW�DUH� WHVWHG�DQG�� LI�QRW�FRQILUPHG�� WR�QHZ�K\SRWKHWLFDO� UHFRQVWUXFWLRQV�RI� WKH
DQLPDO¶V�ZKHUHDERXWV���6SHFXODWLYH�WUDFNLQJ�DOVR�LQYROYHV�DQRWKHU�FRJQLWLYH�SURFHVV�FDOOHG�³WKHRU\
RI�PLQG�´�RU�³PLQG�UHDGLQJ�´� LQ�ZKLFK� WUDFNHUV�SXW� WKHPVHOYHV� LQWR� WKH�PLQG�RI� WKH�DQLPDO� WKH\�DUH
SXUVXLQJ�DQG�LPDJLQH�ZKDW�LW�PLJKW�EH�WKLQNLQJ�LQ�RUGHU�WR�SUHGLFW�LWV�DFWLRQV�

%DVHG� RQ� DUFKDHRORJLFDO� DQG� DQWKURSRORJLFDO� HYLGHQFH� /LHEHQEHUJ� HVWLPDWHV� WKDW� KXPDQV� KDYH
EHHQ� KXQWLQJ� DQG� XVLQJ� V\VWHPDWLF� WUDFNLQJ� IRU� DW� OHDVW� WZR� PLOOLRQ� \HDUV� �DV� IDU� EDFN� DV�+RPR
HUHFWXV��� DQG� VSHFXODWLYH� WUDFNLQJ� IRU� DW� OHDVW� RQH� KXQGUHG� WKRXVDQG� \HDUV���� :KHQHYHU� WKHVH
FRJQLWLYH�FDSDFLWLHV�DURVH��RQFH� WKH�QHXUDO� DUFKLWHFWXUH� LV� LQ�SODFH� WR�GHGXFH�� VD\�� WKDW� D� OLRQ� VOHSW
KHUH�ODVW�QLJKW��D�SHUVRQ�FDQ�VXEVWLWXWH�OLRQ�ZLWK�DQ\�RWKHU�DQLPDO�RU�REMHFW�DQG�FDQ�VZDS�³KHUH´�ZLWK
³WKHUH´� DQG� ³ODVW� QLJKW´� ZLWK� ³WRPRUURZ� QLJKW�´� 7KH� REMHFWV� DQG� WLPH� HOHPHQWV� RI� WKH� UHDVRQLQJ
SURFHVV� DUH� LQWHUFKDQJHDEOH�� ,Q� D�PRGHUQ� H[DPSOH�� RQFH� \RX¶YH�PDVWHUHG� WKH�PXOWLSOLFDWLRQ� WDEOHV
DQG�\RX�NQRZ�WKDW���î��� �����\RX�FDQ�LQIHU�WKDW���î���LV�DOVR����EHFDXVH���DQG���DUH�LQWHUFKDQJHDEOH
LQ� WKH� HTXDWLRQ�� 7KLV� LQWHUFKDQJHDELOLW\� LV� D� E\�SURGXFW� RI� QHXUDO� V\VWHPV� WKDW� HYROYHG� IRU� EDVLF
UHDVRQLQJ�DELOLWLHV�VXFK�DV�WUDFNLQJ�DQLPDOV�IRU�IRRG���

7KLV� LV� KRZ� D� EUDLQ� WKDW� HYROYHG� IRU� RQH� SXUSRVH� FDQ� EH� SXW� WR� RWKHU� XVHV�� DQG� WKLV� FRJQLWLYH
FDSDFLW\�WR�VXEVWLWXWH�;V�DQG�<V�LQ�D�UHSUHVHQWDWLRQDO�V\VWHP�WKDW�HQFRPSDVVHV�HQGOHVV�FRPELQDWLRQV
DQG� RSWLRQV²IURP� SUH\� WR� SHRSOH²LV�ZKDW� HQDEOHV� XV� WR� DGRSW� WKH� SHUVSHFWLYH� RI� DQRWKHU�PRUDO
DJHQW��DQG�LV�WKXV�WKH�FRJQLWLYH�DUFKLWHFWXUH�XQGHUO\LQJ�PRUDO�UHDVRQLQJ�

7+(�(;3$1',1*�025$/�63+(5(�$1'�7+(�35,1&,3/(�2)�,17(5&+$1*($%/(
3(563(&7,9(6

7KH�H[SDQGLQJ�PRUDO�VSKHUH�LV�WKH�PHWDSKRU�,�XVH�WR�GHVFULEH�ZKDW�KDV�EHHQ�SXVKLQJ�WKH�PRUDO�DUF
XSZDUG�� GHULYHG� IURP� WKH� H[SDQGLQJ� FLUFOH� PHWDSKRU� ILUVW� HYRNHG� LQ� ����� E\� WKH� ,ULVK� KLVWRULDQ
:LOOLDP� (GZDUG� +DUWSROH� /HFN\� LQ� KLV� PDVVLYH� WZR�YROXPH� VXUYH\� WLWOHG� +LVWRU\� RI� (XURSHDQ
0RUDOV��³+LVWRU\�WHOOV�XV�WKDW��DV�FLYLOLVDWLRQ�DGYDQFHV��WKH�FKDULW\�RI�PHQ�EHFRPHV�DW�RQFH�ZDUPHU
DQG�PRUH�H[SDQVLYH�� WKHLU�KDELWXDO�FRQGXFW�ERWK�PRUH�JHQWOH�DQG�PRUH� WHPSHUDWH��DQG� WKHLU� ORYH�RI
WUXWK�PRUH�VLQFHUH�´�6XFK�PRUDO�SURJUHVV��KRZHYHU�� LV�QRW�EXLOW� LQWR�RXU�ELRORJ\��/HFN\�VD\V��³0HQ
FRPH�LQWR�WKH�ZRUOG�ZLWK�WKHLU�EHQHYROHQW�DIIHFWLRQV�YHU\�LQIHULRU�LQ�SRZHU�WR�WKHLU�VHOILVK�RQHV��DQG
WKH�IXQFWLRQ�RI�PRUDOV�LV�WR�LQYHUW�WKLV�RUGHU�´�$IWHU�DGPLWWLQJ�WKDW�³7KH�H[WLQFWLRQ�RI�DOO�VHOILVK�IHHOLQJ
LV�LPSRVVLEOH�IRU�DQ�LQGLYLGXDO��DQG�LI�LW�ZHUH�JHQHUDO��LW�ZRXOG�UHVXOW�LQ�WKH�GLVVROXWLRQ�RI�VRFLHW\�´
/HFN\�VKRZV�WKDW�PRUDO�SURJUHVV�LV�DQ�LQFUHPHQWDO�SURFHVV��³7KH�TXHVWLRQ�RI�PRUDOV�PXVW�DOZD\V�EH
D� TXHVWLRQ� RI� SURSRUWLRQ� RU� RI� GHJUHH�� $W� RQH� WLPH� WKH� EHQHYROHQW� DIIHFWLRQV� HPEUDFH� PHUHO\� WKH



IDPLO\��VRRQ�WKH�FLUFOH�H[SDQGLQJ�LQFOXGHV�ILUVW�D�FODVV��WKHQ�D�QDWLRQ��WKHQ�D�FRDOLWLRQ�RI�QDWLRQV��WKHQ
DOO� KXPDQLW\�� DQG� ILQDOO\�� LWV� LQIOXHQFH� LV� IHOW� LQ� WKH� GHDOLQJV� RI� PDQ� ZLWK� WKH� DQLPDO� ZRUOG�´��
([SDQGLQJ�WKH�PRUDO�FLUFOH�WR�LQFOXGH�DQLPDOV��LQ�QLQHWHHQWK�FHQWXU\�(XURSH"�7KDW�ZDV�LQQRYDWLYH�IRU
WKH�WLPH��DQG�LW�VKRZV�ZKDW�FDQ�KDSSHQ�RQFH�\RX�VWDUW�UHDVRQLQJ�IURP�EDVLF�PRUDO�SULQFLSOHV���

7KH� SKLORVRSKHU� 3HWHU� 6LQJHU� WRR� ZDV� DKHDG� RI� WKH� FXUYH� ZKHQ� KH� SXEOLVKHG� 7KH� ([SDQGLQJ
&LUFOH� LQ� ������ DQWLFLSDWLQJ� WKH� GHYHORSPHQWV� LQ� WKH� VFLHQFHV� RI� HYROXWLRQDU\� SV\FKRORJ\� DQG
HYROXWLRQDU\�HWKLFV�WKDW�XQIROGHG�LQ�WKH�����V�DQG�����V�DQG�RXW�RI�ZKLFK�D�VFLHQFH�RI�PRUDOLW\�FRXOG
EH�GHYHORSHG��6LQJHU�PDNHV�WKH�FDVH�IRU�UHDVRQ�DQG�VFLHQFH�DV�SURYLGLQJ�UDWLRQDO�DUJXPHQWV�IRU�ZK\
ZH� VKRXOG� YDOXH� WKH� LQWHUHVWV� RI� ;� DV� PXFK� DV� ZH� YDOXH� RXU� RZQ� LQWHUHVWV�� ZLWK� ;� EHLQJ� UDFLDO
PLQRULWLHV��JD\�SHRSOH��ZRPHQ��FKLOGUHQ��DQG�QRZ�DQLPDOV��7R�H[SODLQ� WKH�H[SDQGLQJ�FLUFOH�6LQJHU
LQYRNHV� ZKDW� KH� FDOOV� ³7KH� SULQFLSOH� RI� LPSDUWLDO� FRQVLGHUDWLRQ� RI� LQWHUHVWV´�� ³,Q� PDNLQJ� HWKLFDO
GHFLVLRQV�,�DP�WU\LQJ�WR�PDNH�GHFLVLRQV�ZKLFK�FDQ�EH�GHIHQGHG�WR�RWKHUV��7KLV�UHTXLUHV�PH�WR�WDNH�D
SHUVSHFWLYH�IURP�ZKLFK�P\�RZQ�LQWHUHVWV�FRXQW�QR�PRUH��VLPSO\�EHFDXVH�WKH\�DUH�P\�RZQ��WKDQ�WKH
VLPLODU� LQWHUHVWV�RI�RWKHUV��$Q\�SUHIHUHQFH� IRU�P\�RZQ� LQWHUHVWV�PXVW�EH� MXVWLILHG� LQ� WHUPV�RI� VRPH
EURDGHU�LPSDUWLDO�SULQFLSOH�´��

6WHYHQ�3LQNHU�H[SODLQV�WKH�ORJLF�OLNH�WKLV��³,I�,�DSSHDO�WR�\RX�WR�GR�VRPHWKLQJ�WKDW�DIIHFWV�PH�WKHQ�,
FDQ¶W�GR�LW�LQ�D�ZD\�WKDW�SULYLOHJHV�P\�LQWHUHVWV�RYHU�\RXUV�LI�,�ZDQW�\RX�WR�WDNH�PH�VHULRXVO\��,�KDYH�WR
VWDWH�P\� FDVH� LQ� D�ZD\� WKDW�ZRXOG� IRUFH�PH� WR� WUHDW� \RX� LQ� NLQG�� ,� FDQ¶W� DFW� DV� LI�P\� LQWHUHVWV� DUH
VSHFLDO� MXVW� EHFDXVH� ,¶P�PH� DQG� \RX¶UH� QRW�� DQ\�PRUH� WKDQ� ,� FDQ� SHUVXDGH� \RX� WKDW� WKH� VSRW� ,� DP
VWDQGLQJ�RQ�LV�D�VSHFLDO�SODFH�LQ�WKH�XQLYHUVH�MXVW�EHFDXVH�,�KDSSHQ�WR�EH�VWDQGLQJ�RQ�LW�´��

7KH�UHDVRQLQJ�SURFHVV�EHKLQG�WKH�H[SDQGLQJ�PRUDO�VSKHUH��,�SUHIHU�WKH�WKUHH�GLPHQVLRQDOLW\�RI�D
VSKHUH�LQVWHDG�RI�WKH�WZR�GLPHQVLRQDOLW\�RI�D�FLUFOH�EHFDXVH�,�LPDJLQH�LW�HQFRPSDVVLQJ�PRUH�UDQJH�RI
YDULDELOLW\�ZLWKLQ�DQG�DFURVV�WLPH�DQG�VSDFH�DQG�VSHFLHV��PLJKW�PRUH�EURDGO\�EH�FDOOHG�WKH�SULQFLSOH
RI�LQWHUFKDQJHDEOH�SHUVSHFWLYHV��DQG�LW�DSSOLHV�QRW�MXVW�WR�LQGLYLGXDOV�ZLWKLQ�D�JURXS��WULEH��RU�QDWLRQ�
EXW�EHWZHHQ�JURXSV��WULEHV��DQG�QDWLRQV�DV�ZHOO��,�FDQQRW�UHDVRQDEO\�DSSHDO�WR�\RXU�QDWLRQ�WR�SULYLOHJH
P\�QDWLRQ� VLPSO\�EHFDXVH� LW� LV�P\�QDWLRQ�DQG�QRW�\RXUV�� �:KHQ� ,� WHOO�P\�(XURSHDQ� IULHQGV�DERXW�D
FHUWDLQ� 86� FRQVHUYDWLYH� UDGLR� WDON� VKRZ� KRVW¶V� URXWLQH� UHIUDLQ� DERXW� $PHULFD� EHLQJ� ³WKH� JUHDWHVW
QDWLRQ�RQ�*RG¶V�JUHHQ�(DUWK´���WKH\�MXVW�UROO�WKHLU�H\HV���$Q\�SUHIHUHQFH�IRU�P\�JURXS¶V�LQWHUHVWV�RYHU
\RXUV�PXVW� EH� MXVWLILHG� E\� VRPH�XQELDVHG�� GLVLQWHUHVWHG� HWKLF��ZKLFK� VRXQGV� VLPSOH�� EXW� JLYHQ� WKDW
ZH¶UH�GHDOLQJ�ZLWK�KXPDQV�� QRW�9XOFDQV�� LW¶V� VRPHWLPHV�GLIILFXOW� IRU� WZR�SDUWLHV� WR� DJUHH�RQ�EDVLF
SULQFLSOHV²HVSHFLDOO\� SDUWLHV� ZKR� DUH� XQDEOH� RU� XQZLOOLQJ� WR� VZLWFK� SRLQWV� RI� YLHZ�� 7KLV� LV� WKH
SRZHU�RI�HWKLFDO�UHDVRQLQJ��ZKLFK��DV�6LQJHU�QRWHV��³RQFH�EHJXQ��SXVKHV�DJDLQVW�RXU�LQLWLDOO\�OLPLWHG
HWKLFDO�KRUL]RQV��OHDGLQJ�XV�DOZD\V�WRZDUG�D�PRUH�XQLYHUVDO�SRLQW�RI�YLHZ�´��

5HDVRQ� DQG� WKH� SULQFLSOH� RI� LQWHUFKDQJHDEOH� SHUVSHFWLYHV� SXW� PRUDOV� PRUH� RQ� D� SDU� ZLWK
VFLHQWLILF�GLVFRYHULHV�WKDQ�FXOWXUDO�FRQYHQWLRQV��6FLHQWLVWV�FDQQRW�MXVW�DVVHUW�D�FODLP�ZLWKRXW�EDFNLQJ
LW� XS�ZLWK� UHDVRQHG� DUJXPHQWV� DQG� HPSLULFDO� GDWD� �ZHOO�� WKH\� FDQ�� EXW� WKH\¶OO� EH� XQFHUHPRQLRXVO\
GLVPLVVHG�RU�SXEOLFO\�WURXQFHG�E\�WKHLU�FROOHDJXHV���7KHUH�UHDOO\�LV�D�EHWWHU�ZD\�IRU�SHRSOH�WR�OLYH�
DQG�LQ�SULQFLSOH�ZH�VKRXOG�EH�DEOH�WR�GLVFRYHU�WKDW�ZD\�WKURXJK�WKH�WRROV�RI�VFLHQFH�DQG�UHDVRQ��,W�LV
RIWHQ�VDLG�WKDW�\RX�FDQQRW�UHDVRQ�VRPHRQH�RXW�RI�D�EHOLHI�WKDW�WKH\�GLGQ¶W�UHDVRQ�WKHPVHOYHV�LQWR�LQ�WKH
ILUVW� SODFH�� EXW�ZKHQ� UHDVRQV� DUH� JLYHQ� IRU� D� EHOLHI�ZH� DUH� HQWLWOHG� WR� FRXQWHU� WKRVH� UHDVRQV�ZLWK
EHWWHU� UHDVRQV� LI� WKH\�DUH�DYDLODEOH��$QG� LI�QR� UHDVRQV�DUH� LQ� WKH�RIILQJ��ZH�DUH�HQWLWOHG� WR�GLVPLVV
WKHP� E\� LQYRNLQJ� ZKDW� ,� FDOO�+LWFKHQV¶V� 'LFWXP�� DIWHU� P\� ODWH� IULHQG� DQG� FROOHDJXH� &KULVWRSKHU
+LWFKHQV¶V� REVHUYDWLRQ�� ³:KDW� FDQ� EH� DVVHUWHG� ZLWKRXW� HYLGHQFH� FDQ� DOVR� EH� GLVPLVVHG� ZLWKRXW



HYLGHQFH�´��
7KH�DELOLW\�DQG��MXVW�DV�LPSRUWDQWO\��WKH�ZLOOLQJQHVV�WR�FKDQJH�SHUVSHFWLYHV�DQG�SRLQWV�RI�YLHZ�DUH

PDMRU�GULYHUV�RI�WKH�H[SDQGLQJ�PRUDO�VSKHUH��ZKLFK�LV�SLFWXUHG�LQ�ILJXUH������7KH�H[SDQVLRQ�RXWZDUG
IURP� RXUVHOYHV� VKRZV� WKDW� RXU� PRUDO� FRQFHUQV� DUH� PRVW� GLUHFWO\� FRQQHFWHG� WR� WKRVH� PRVW� FORVHO\
UHODWHG� WR� XV� JHQHWLFDOO\�� IURP� DQ� LGHQWLFDO� WZLQ�� WR� RXU� VLEOLQJV�� SDUHQWV�� DQG� RIIVSULQJ�� WR� RXU
JUDQGSDUHQWV��KDOI� VLEOLQJV��DXQWV�DQG�XQFOHV��QLHFHV�DQG�QHSKHZV�� WR�RXU�JUHDW�JUDQGSDUHQWV��JUHDW�
DXQWV�DQG�JUHDW�XQFOHV��DQG�JUHDW�JUDQGFKLOGUHQ��DOO�WKH�ZD\�RXW�WR�JUHDW�JUHDW�JUHDW�JUDQGSDUHQWV��WR
IULHQGV��DFTXDLQWDQFHV��DQG�PHPEHUV�RI�RXU�LQ�JURXS��WR�PHPEHUV�RI�RWKHU�JURXSV��WULEHV��VWDWHV��DQG
QDWLRQV��WR�DOO�PHPEHUV�RI�RXU�VSHFLHV��WR�PHPEHUV�RI�RWKHU�PDPPDO�VSHFLHV��WR�DOO�VHQWLHQW�EHLQJV��WR
WKH�ELRVSKHUH��5HIOHFWHG�LQ�WKLV�DELOLW\�WR�FKDQJH�SHUVSHFWLYHV�DQG�H[SDQG�WKH�PRUDO�VSKHUH�PD\�EH
RXU�H[SDQGLQJ�LQWHOOLJHQFH�DQG�DEVWUDFW�UHDVRQLQJ�DELOLW\�

)LJXUH������7KH�([SDQGLQJ�0RUDO�6SKHUH

$%675$&7�5($621,1*�$1'�025$/�,17(//,*(1&(

7KLQNLQJ�VFLHQWLILFDOO\�UHTXLUHV�WKH�DELOLW\�WR�UHDVRQ�DEVWUDFWO\��ZKLFK�LWVHOI�LV�DW�WKH�IRXQGDWLRQ�RI�DOO
PRUDOLW\��&RQVLGHU�WKH�PHQWDO�URWDWLRQ�UHTXLUHG�WR�LPSOHPHQW�WKH�*ROGHQ�5XOH��'R�XQWR�RWKHUV�DV�\RX
ZRXOG�KDYH�WKHP�GR�XQWR�\RX��7KLV�QHFHVVLWDWHV�RQH�WR�FKDQJH�SRVLWLRQV²WR�EHFRPH�WKH�RWKHU²DQG
WKHQ�WR�H[WUDSRODWH�ZKDW�DFWLRQ�;�ZRXOG�IHHO�OLNH�DV�WKH�UHFHLYHU�LQVWHDG�RI�WKH�GRHU��RU�DV�WKH�YLFWLP
LQVWHDG�RI�WKH�SHUSHWUDWRU���$�FDVH�FDQ�EH�PDGH�WKDW�WKH�W\SH�RI�FRQFHSWXDO�UDWLRFLQDWLRQ�UHTXLUHG�IRU



ERWK�VFLHQWLILF�DQG�PRUDO�UHDVRQLQJ�QRW�RQO\�LV�OLQNHG�KLVWRULFDOO\�DQG�SV\FKRORJLFDOO\��EXW�DOVR�WKDW�LW
KDV�EHHQ�LPSURYLQJ�RYHU�WLPH�DV�ZH�EHFRPH�EHWWHU�DW�QRQFRQFUHWH��WKHRUHWLFDO�UHIOHFWLRQ�

,Q� WKH�����V� WKH�VRFLDO� VFLHQWLVW� -DPHV�)O\QQ�GLVFRYHUHG� WKDW� ,4�VFRUHV�KDYH�EHHQ�JRLQJ�XS��RQ
DYHUDJH�� �� SRLQWV� HYHU\� GHFDGH� IRU� WKH� SDVW� FHQWXU\�� 1RZ� FDOOHG� WKH� )O\QQ� (IIHFW�� WKLV� LV� DQ
DVWRQLVKLQJ�LQFUHDVH�RI�DERXW����,4�SRLQWV�RYHU�����\HDUV��7KLV�WUDQVODWHV�LQWR�DQ�LPSURYHPHQW�RI�WZR
VWDQGDUG�GHYLDWLRQV�RI����SRLQWV�HDFK�IURP�DQ�³DYHUDJH´�,4�RI�����WR�D�³YHU\�VXSHULRU´�VFRUH�RI�����
�,4�WHVW�VFRUHV�UHPDLQ�WKH�VDPH��KRZHYHU��DV�WKH\�DUH�UHJXODUO\�³QRUPHG´�XSZDUG�WR�DFFRXQW�IRU�WKH
)O\QQ�(IIHFW��ZKLFK�LV�KRZ�)O\QQ�GLVFRYHUHG�LW�LQ�WKH�ILUVW�SODFH���:HUH�LW�MXVW�WKH�FDVH�WKDW�ZH¶UH�DOO
JHWWLQJ�EHWWHU�DW�WDNLQJ�WHVWV��WKHQ�WKH�VFRUHV�VKRXOG�KDYH�EHHQ�LPSURYLQJ�DFURVV�WKH�ERDUG��%XW�WKLV�LV
QRW�ZKDW�KDV�KDSSHQHG��7KH�LQFUHDVHV�LQ�,4�VFRUHV�KDYH�EHHQ�DOPRVW�H[FOXVLYHO\�LQ�WKH�WZR�VXEWHVWV
WKDW� PRVW� UHTXLUH� DEVWUDFW� UHDVRQLQJ�� 6LPLODULWLHV� DQG� 0DWULFHV�� 7KH� VXEWHVWV� RI� ,QIRUPDWLRQ�
$ULWKPHWLF��DQG�9RFDEXODU\�KDYH�KDUGO\�EXGJHG�DW�DOO����)LJXUH����� VKRZV� WKH� WUHQG� OLQHV�VLQFH� WKH
ODWH�����V�

7KH� VXEWHVW� FDOOHG� 6LPLODULWLHV� DVNV� TXHVWLRQV� VXFK� DV� ³:KDW� GR� GRJV� DQG� UDEELWV� KDYH� LQ
FRPPRQ"´� ,I� \RX� DQVZHU�� ³%RWK� DUH� PDPPDOV�´� VD\V� )O\QQ�� \RX� DUH� WKLQNLQJ� OLNH� D� VFLHQWLVW� LQ
FODVVLI\LQJ�RUJDQLVPV�E\� W\SH��ZKLFK� LV�DQ�DEVWUDFWLRQ�� ,I�\RX�VDLG��³<RX�XVH�GRJV� WR�KXQW� UDEELWV�´
\RX� DUH� WKLQNLQJ� FRQFUHWHO\�� LPDJLQLQJ� D� WDQJLEOH� XVH� IRU� D� GRJ�� $FFRUGLQJ� WR� )O\QQ�� IRU� WKH� SDVW
FHQWXU\�SHRSOH�KDYH�OHDUQHG�WR�WKLQN�PRUH�DEVWUDFWO\�WKDQ�FRQFUHWHO\�

0DWULFHV� DUH� DEVWUDFW� ILJXUHV� WKDW� UHTXLUH� GHWHUPLQLQJ� D� SDWWHUQ� DQG� WKHQ� GHGXFLQJ� WKH�PLVVLQJ
SLHFH�LQ�WKH�SDWWHUQ��DV�LQ�ILJXUH�����

7KH�FDXVH�RI�WKH�)O\QQ�(IIHFW�LV�FRQWURYHUVLDO��7KH�K\SRWKHVLV�WKDW�WKH�ULVLQJ�WLGH�RI�VWDQGDUGL]HG
WHVWLQJ�KDV�OLIWHG�DOO�ERDWV�LV�FRQWUDGLFWHG�E\�WKH�IDFW�WKDW�WKH�LQFUHDVH�LQ�,4�VFRUHV�SUHFHGHG�WKH�HUD�RI
VWDQGDUGL]HG� WHVW� WDNLQJ� DQG� WKH\¶YH� FRQWLQXHG� WKHLU� ULVH� DW� D� VWHDG\� UDWH� LUUHVSHFWLYH� RI� WHVW�WDNLQJ
UDWHV����$�PRUH�OLNHO\�H[SODQDWLRQ�LV�WKDW�WKH�LPSURYHPHQW�LV�D�IXQFWLRQ�RI�PRUH�\HDUV�LQ�VFKRRO��PRUH
WHFKQRORJLHV� LQ� VRFLHW\��PRUH� WHFKQLFDO� MREV�� DQG� D� JUHDWHU� QHHG� IRU� SHRSOH� WR� SHUIRUP� FRQFHSWXDO
WDVNV� DV� RXU� HFRQRP\� KDV� VKLIWHG� IURP� DJUDULDQ� DQG� LQGXVWULDO� WR� LQIRUPDWLRQ�EDVHG�� ,QVWHDG� RI
PDQLSXODWLQJ� SORZV�� FRZV�� DQG�PDFKLQHU\��PDQ\� RI� XV� DUH� QRZ�PDQLSXODWLQJ�ZRUGV�� QXPEHUV�� DQG
V\PEROV��(YHQ�LQ�VFLHQFH�FODVVHV�WKH�WUHQG�KDV�EHHQ�VKLIWLQJ�DZD\�IURP�WKH�URWH�PHPRUL]DWLRQ�RI�IDFWV
DERXW� QDWXUH� WR� UHDVRQLQJ� DERXW� QDWXUH¶V� ODZV� DQG� SURFHVVHV²FRQWHQW� DQG� SURFHVV�� $QG� SURFHVV
WKLQNLQJ�LV�D�IRUP�RI�DEVWUDFW�UHDVRQLQJ���



)LJXUH������7KH�)O\QQ�(IIHFW
7KH�VRFLDO�VFLHQWLVW�-DPHV�)O\QQ�GLVFRYHUHG�WKDW�,4�VFRUHV�DUH�LQFUHDVLQJ��RQ�DYHUDJH����SRLQWV�HYHU\�GHFDGH��PRVW�QRWLFHDEO\�LQ�WKH�WZR
VXEWHVWV�WKDW�UHTXLUH�DEVWUDFW�UHDVRQLQJ��6LPLODULWLHV�DQG�0DWULFHV���

)O\QQ�KLPVHOI�DWWULEXWHV�WKH�HIIHFW�WR�DQ�DFFHOHUDWLQJ�FDSDFLW\�IRU�SHRSOH�WR�YLHZ�WKH�ZRUOG�WKURXJK
³VFLHQWLILF�VSHFWDFOHV�´�+H�FRQWUDVWV�WKH�³SUHVFLHQWLILF´�ZRUOG�RI�KLV�IDWKHU�ZLWK�WKH�³SRVWVFLHQWLILF´
ZRUOG� RI� WRGD\� WKURXJK� D� SRLJQDQW� DQHFGRWH� DERXW� KRZ� KH� DQG� KLV� EURWKHU� WULHG� WR� PLWLJDWH� WKHLU
IDWKHU¶V�W\SLFDO�SUHMXGLFH�RI�KLV�JHQHUDWLRQ�WKURXJK�D�WKRXJKW�H[SHULPHQW��³:KDW�LI�\RX�ZRNH�XS�RQH
PRUQLQJ�DQG�GLVFRYHUHG�\RXU�VNLQ�KDG�WXUQHG�EODFN"�:RXOG�WKDW�PDNH�\RX�DQ\�OHVV�RI�D�KXPDQ�EHLQJ"´
7KH�VHQLRU�)O\QQ�VKRW�EDFN��³1RZ��WKDW¶V�WKH�VWXSLGHVW�WKLQJ�\RX¶YH�HYHU�VDLG��:KR�HYHU�KHDUG�RI�D
PDQ¶V� VNLQ� WXUQLQJ� EODFN� RYHUQLJKW"´� 7KH� )O\QQ� SDWULDUFK� ZDV� LQWHOOLJHQW� EXW� XQHGXFDWHG�� )O\QQ
H[SODLQHG��LQ�DWWULEXWLQJ�WKH�HIIHFW�WR�QXUWXUH��QRW�QDWXUH����7KH�DQHFGRWH�LV�V\PEROLF�RI�ODUJHU�VRFLDO
WUHQGV��(DFK�JHQHUDWLRQ�LV�SURGXFLQJ�QRW�RQO\�EHWWHU�DEVWUDFW�UHDVRQHUV��EXW�EHWWHU�PRUDO�UHDVRQHUV�DV
ZHOO��,Q�DQ�LQWHUYLHZ�LQ�6NHSWLF�PDJD]LQH��)O\QQ�UHIOHFWHG�RQ�WKH�HDUO\�WZHQWLHWK�FHQWXU\�UHVHDUFK�E\
WKH�SV\FKRORJLVW�$OH[DQGHU�/XULD�RQ�WKH�UHDVRQLQJ�DELOLWLHV�RI�5XVVLDQ�SHDVDQWV�

7KH� LOOLWHUDWH�5XVVLDQ� SHDVDQWV� /XULD� VWXGLHG�ZHUH� QRW�ZLOOLQJ� WR� WDNH� WKH� K\SRWKHWLFDO� VHULRXVO\��+H� VDLG�� ³,PDJLQH� WKDW� EHDUV
FRPH�IURP�ZKHUH�WKHUH�LV�DOZD\V�VQRZ�DQG�LPDJLQH�WKDW�LI�EHDUV�FRPH�IURP�ZKHUH�WKHUH�LV�DOZD\V�VQRZ�WKH\�DUH�ZKLWH��:KDW
FRORU�ZRXOG�WKH�EHDUV�EH�DW�WKH�1RUWK�3ROH"´�DQG�WKH\�ZRXOG�UHVSRQG�VRPHWKLQJ�OLNH��³,¶YH�RQO\�VHHQ�EURZQ�EHDUV��,I�DQ�ROG�PDQ
FDPH�IURP�WKH�1RUWK�3ROH�DQG�WROG�PH�,�PLJKW�EHOLHYH�KLP�´�7KH\�ZHUH�QRW�LQWHUHVWHG�LQ�WKH�K\SRWKHWLFDO��RU�DEVWUDFW�FDWHJRULHV�
7KH\�ZHUH�JURXQGHG� LQ�FRQFUHWH� UHDOLW\�� ³7KHUH�DUH�QR�FDPHOV� LQ�*HUPDQ\��%� LV� LQ�*HUPDQ\��$UH� WKHUH�FDPHOV� WKHUH"´�7KH\
VDLG��³:HOO��LW¶V�ELJ�HQRXJK��WKHUH�RXJKW�WR�EH�FDPHOV��2U�PD\EH�LW¶V�WRR�VPDOO�WR�KDYH�FDPHOV�´�:H�KDYH�ZRQGHUIXO�GDWD�IURP�WKH
5DYHQ¶V�3URJUHVVLYH�0DWULFHV� WHVWV� IURP������ DQG� ����� VKRZLQJ� WKDW� WKH�5DYHQ¶V� JDPHV� DUH� HQWLUHO\� FRUUHODWHG�ZLWK� IUHHLQJ
\RXU�PLQG�RI�WKH�FRQFUHWH�UHIHUHQFH�RI�WKH�V\PEROV�LQ�RUGHU�WR�WDNH�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�V\PEROV�PRUH�VHULRXVO\���



)LJXUH������0DWULFHV�3UREOHPV
,I�\RX�VHOHFWHG�DQVZHU�����WKHQ�\RX�DUH�UHDVRQLQJ�DEVWUDFWO\���

)O\QQ� DQG�KLV� FROOHDJXH�:LOOLDP�'LFNHQV� VXJJHVW� WKDW� WKH� LQFUHDVHV� LQ� FRJQLWLYH� UHDVRQLQJ�PD\
KDYH� VWDUWHG� FHQWXULHV� DJR� ZLWK� WKH� ,QGXVWULDO� 5HYROXWLRQ�� ZKLFK� VDZ� DQ� LPSURYHPHQW� LQ� ERWK� WKH
TXDQWLW\�DQG�TXDOLW\�RI�HGXFDWLRQ��EHWWHU�QXWULWLRQ��GLVHDVH�FRQWURO��DQG� WKH�PDQLSXODWLRQ�RI�FRPSOH[
PDFKLQHU\��7KHQ��DIWHU�������³,4�JDLQV�VKRZ�D�QHZ�DQG�SHFXOLDU�SDWWHUQ��7KH\�DUH�PLVVLQJ�RU�VPDOO
RQ�WKH�NLQG�RI�,4�WHVWV�FORVHVW�WR�VFKRRO�WDXJKW�PDWHULDO�OLNH�UHDGLQJ�DQG�DULWKPHWLF��7KH\�DUH�KXJH�RQ
WHVWV� WKDW� HPSKDVL]H� RQ�WKH�VSRW� SUREOHP�VROYLQJ�� OLNH� VHHLQJ� ZKDW� YHUEDO� DEVWUDFWLRQV� KDYH� LQ
FRPPRQ�� RU� ILQGLQJ� WKH�PLVVLQJ� SLHFH� RI� D�0DWULFHV� SDWWHUQ�� RU�PDNLQJ� D� SDWWHUQ� RXW� RI� EORFNV�� RU
DUUDQJLQJ�SLFWXUHV�WR�WHOO�D�VWRU\��3HUKDSV�WKH�,QGXVWULDO�5HYROXWLRQ�VWRSSHG�GHPDQGLQJ�SURJUHVV�LQ�WKH
EDVLFV�DQG�VWDUWHG�GHPDQGLQJ�WKDW�SHRSOH�WDNH�DEVWUDFW�SUREOHP�VROYLQJ�PRUH�VHULRXVO\�´��

:KDWHYHU�WKH�FDXVH�RI�WKH�)O\QQ�(IIHFW��LW�LVQ¶W�JHQHWLF�RU�ELRORJLFDO��EHFDXVH�WKHUH�KDVQ¶W�\HW�EHHQ
HQRXJK� WLPH� IRU� QDWXUDO� VHOHFWLRQ� WR� RSHUDWH�� DQG� HYHQ� WKRXJK� QXWULWLRQ� KDV� LPSURYHG� RYHU� WLPH�� LW
PRUH�RU�OHVV�VWDELOL]HG�LQ�WKH�PLG�WZHQWLHWK�FHQWXU\��DQG��LI�DQ\WKLQJ��PD\�KDYH�JRWWHQ�ZRUVH�UHFHQWO\
GXH�WR�WKH�SUHYDOHQFH�RI�MXQN�IRRG���DQG�\HW�,4�JDLQV�FRQWLQXH��6WHYHQ�-RKQVRQ��LQ�KLV�LQWULJXLQJ�ERRN
(YHU\WKLQJ�%DG�,V�*RRG�IRU�<RX��PDNHV�WKH�FDVH�IRU�PRGHUQ�SRS�FXOWXUH�DQG�PHGLD²HYHQ�WKH�³ERRE
WXEH´²DV� GULYHUV� RI� DEVWUDFW� UHDVRQLQJ� LPSURYHPHQWV�� QRWLQJ�� IRU� H[DPSOH�� WKDW� WKH� SORW� OLQHV� DQG
FKDUDFWHU� GHYHORSPHQWV� RI� WRGD\¶V� WHOHYLVLRQ� VKRZV� DUH� IDU� PRUH� FRPSOH[� WKDQ� WKRVH� RI� GHFDGHV
SDVW����)O\QQ�WKHRUL]HV�D�VXLWH�RI�FXOWXUDO�IDFWRUV�WKDW�FDPH�WRJHWKHU�RYHU�WKH�SDVW�FHQWXU\�

&RJQLWLYHO\�GHPDQGLQJ� MREV� UDLVH� ,4��/RRN�DW�KRZ�PXFK�PRUH�FRJQLWLYHO\�GHPDQGLQJ�D�PHUFKDQW�EDQNHU¶V� MRE� LV� WRGD\� WKDQ� LQ
������ZKHQ�D�EDQNHU�MXVW�KDG�WR�NQRZ�ZKR�ZDV�D�JRRG�ULVN�IRU�PRUWJDJHV��2U�FRJQLWLYHO\�GHPDQGLQJ�OHLVXUH��7KH�YLGHR�JDPHV
PD\�QRW�EH�JHWWLQJ�\RX�WR�UHDG�JRRG�OLWHUDWXUH��EXW�WKH\�GR�H[HUFLVH�\RXU�PLQG��UDWKHU�WKDQ�MXVW�SOD\LQJ�VSRUWV��/HLVXUH��RFFXSDWLRQ�



DQG�� RI� FRXUVH�� VFKRROLQJ� WRR� PDNH� D� GLIIHUHQFH�� 7KH� VFKRROLQJ� RI� WRGD\� KDV� LQWURGXFHG� LQWR� LWV� FXUULFXOXP� PXFK� PRUH
LQWHOOHFWXDOO\� FKDOOHQJLQJ�PDWHULDO�� ,I� \RX� ORRN� DW� WKH� H[DPV� JLYHQ�$PHULFDQ� VFKRRO� FKLOGUHQ� LQ� ����� LQ�2KLR�� LW� ZDV� DOO� DERXW
VRFLDOO\�YDOXDEOH�PDWHULDO��³:KDW�DUH�WKH�FDSLWDOV�RI�WKH�WKHQ����VWDWHV"´�7RGD\�LW�ZRXOG�EH��³:K\�LV�WKH�FDSLWDO�RI�D�VWDWH�UDUHO\
WKH�ODUJHVW�FLW\"´��

%HLQJ�DEOH�WR�UDWWOH�RII�WKH�FDSLWDOV�RI�WKH�VWDWHV�GRHV�QRW�UHTXLUH�DQ\�DEVWUDFW�UHDVRQLQJ�DELOLW\��EXW
NQRZLQJ� WKDW� UXUDO� VWDWH� OHJLVODWXUHV� FRQWUROOHG�ZKHUH� WKH� FDSLWDO�ZDV� SXW� LQ� D� VWDWH�� DQG� WKDW� WKH\
GLVOLNHG�ELJ�FLWLHV�DQG�VR�SXW�WKHP�LQ�D�FRXQW\�VHDW��OHDGV�WR�D�GHHSHU�XQGHUVWDQGLQJ�RI�ZK\�$OEDQ\�LV
WKH�FDSLWDO�RI�1HZ�<RUN�UDWKHU�WKDQ�1HZ�<RUN�&LW\��DQG�ZK\�+DUULVEXUJ�LV�WKH�FDSLWDO�RI�3HQQV\OYDQLD
UDWKHU�WKDQ�3KLODGHOSKLD��³6R�\RX�VHH�WKH\�DUH�EHLQJ�DVNHG�WR�PDNH�K\SRWKHVHV�DERXW�IDLUO\�DEVWUDFW
FRQFHSWV� DQG� SURSRVLWLRQV�� DQG� OLQN� WKRVH� K\SRWKHVHV� WKURXJK� ORJLF�´� )O\QQ� H[SODLQHG�� ³6R� WKH
GHPDQGV� FRQFHSWXDOO\� SODFHG� RQ� WKH� VFKRROV� KDYH� QRZ� FKDQJHG�´���$QG� WKH\� KDYH� FKDQJHG� LQ� WKH
ZRUNSODFH�� )O\QQ� SRLQWV� RXW� WKDW� LQ� ����� RQO\� �� SHUFHQW� RI�$PHULFDQV� KDG� FRJQLWLYHO\� GHPDQGLQJ
MREV��ZKHUHDV�WKDW�ILJXUH�ZDV����SHUFHQW�LQ������

$�FDVH�FDQ�EH�PDGH�WKDW�RXU� LPSURYHG�DELOLW\� WR�UHDVRQ�DEVWUDFWO\� LV� WKH�UHVXOW�RI� WKH�VSUHDG�RI
VFLHQWLILF� WKLQNLQJ²WKDW� LV�� VFLHQFH� LQ� WKH� EURDGHU� VHQVH� RI� UHDVRQ�� UDWLRQDOLW\�� HPSLULFLVP�� DQG
VNHSWLFLVP��7KLQNLQJ� OLNH�D� VFLHQWLVW�PHDQV�HPSOR\LQJ�DOO�RXU� IDFXOWLHV� WR�RYHUFRPH�RXU�HPRWLRQDO�
VXEMHFWLYH�� DQG� LQVWLQFWXDO� EUDLQV� WR� EHWWHU� XQGHUVWDQG� WKH� WUXH� QDWXUH� RI� QRW� RQO\� WKH� SK\VLFDO� DQG
ELRORJLFDO�ZRUOGV��EXW� WKH� VRFLDO�ZRUOG� �SROLWLFV�DQG�HFRQRPLFV��DQG� WKH�PRUDO�ZRUOG� �DEVWUDFWLQJ
KRZ�RWKHU�SHRSOH�VKRXOG�EH�WUHDWHG��DV�ZHOO��7KDW�LV��WKH�PRUDO�DUF�RI�WKH�XQLYHUVH�PD\�EH�EHQGLQJ��LQ
SDUW��EHFDXVH�RI�VRPHWKLQJ�OLNH�D�0RUDO�)O\QQ�(IIHFW��DV�3LQNHU�FDOOV�LW����3LQNHU�VD\V�³WKH�LGHD�LV�QRW
FUD]\�´� EXW� ,� ZRXOG� JR� IDUWKHU�� ,� FODLP� WKDW� RXU� LPSURYHPHQW� LQ� DEVWUDFW� UHDVRQLQJ� JHQHUDOO\� KDV
WUDQVODWHG� LQWR�D� VSHFLILF� LPSURYHPHQW� LQ�DEVWUDFW�PRUDO� UHDVRQLQJ�� SDUWLFXODUO\� DERXW� RWKHU� SHRSOH
ZKR�DUH�QRW�RXU�LPPHGLDWH�NLWK�DQG�NLQ��(YROXWLRQ�HQGRZHG�XV�ZLWK�D�QDWXUDO�WHQGHQF\�WR�EH�NLQG�WR
RXU�JHQHWLF�UHODWLRQV�EXW� WR�EH�[HQRSKRELF��VXVSLFLRXV��DQG�HYHQ�DJJUHVVLYH� WRZDUG�SHRSOH� LQ�RWKHU
WULEHV��$V�RXU�EUDLQV�EHFRPH�EHWWHU�HTXLSSHG�WR�UHDVRQ�DEVWUDFWO\�LQ�VXFK�WDVNV�DV�OXPSLQJ�GRJV�DQG
UDEELWV� WRJHWKHU� LQWR� WKH� FDWHJRU\�RI� ³PDPPDO�´� VR� WRR�KDYH�ZH� LPSURYHG� LQ�RXU� FDSDFLW\� WR� OXPS
EODFNV�DQG�ZKLWHV��PHQ�DQG�ZRPHQ��VWUDLJKWV�DQG�JD\V�LQWR�WKH�VDPH�FDWHJRU\�RI�³KXPDQ�´�7R�HPSOR\
D�PHWDSKRU�IURP�HYROXWLRQDU\�WKHRU\�DQG�WKH�SUREOHP�RI�GHILQLQJ�D�VSHFLHV��ZH�DUH�PRYLQJ�WRZDUG
EHFRPLQJ�³OXPSHUV´�LQVWHDG�RI�³VSOLWWHUV´²VHHLQJ�VLPLODULWLHV�LQVWHDG�RI�GLIIHUHQFHV�

$V�SKLORVRSKHUV�DQG�VFKRODUV�RYHU�WKH�SDVWE�WZR�FHQWXULHV�KDYH�FRQVFLRXVO\�DGRSWHG�WKH�PHWKRGV
RI� VFLHQFH� WR�HVWDEOLVK� VXFK�DEVWUDFW� FRQFHSWV� DV� ULJKWV�� OLEHUW\�� DQG� MXVWLFH�� VXFFHVVLYH�JHQHUDWLRQV
KDYH�EHFRPH�VFKRROHG�LQ�WKLQNLQJ�RI�WKHVH�DEVWUDFWLRQV�DV�DSSOLHG�WR�RWKHUV�LQ�D�0DWULFHV�OLNH�PHQWDO
URWDWLRQ��&RQVLGHU� D� QXPEHU� RI� VWXGLHV� DQG� OLQHV� RI� HYLGHQFH� LQ� VXSSRUW� RI� WKH� K\SRWKHVLV� WKDW� RXU
PRUDO�LQWHOOLJHQFH�LV�LQFUHDVLQJ���

�� ,QWHOOLJHQFH�DQG�HGXFDWLRQ�DUH�QHJDWLYHO\�FRUUHODWHG�ZLWK�YLROHQW�FULPH����$V� LQWHOOLJHQFH�DQG
HGXFDWLRQ� LQFUHDVH��FRPPLWWLQJ�YLROHQW�FULPHV�DQG�IDOOLQJ�YLFWLP�WR� WKHP�GHFUHDVH��HYHQ�ZKHQ
FRQWUROOHG�IRU�VRFLRHFRQRPLF�FODVV��DJH��VH[��DQG�UDFH���

��&RJQLWLYH� VW\OH� SUHGLFWV� FULPLQDO� MXVWLFH� DWWLWXGHV�� 7KH� SV\FKRORJLVW�0LFKDHO� 6DUJHQW� IRXQG� D
FRUUHODWLRQ� EHWZHHQ� D� KLJK� ³QHHG� IRU� FRJQLWLRQ´� �HQMR\LQJ� PHQWDO� FKDOOHQJHV� VXFK� DV� WKRVH
HPSOR\HG�LQ�LQWHOOLJHQFH�WHVWV��DQG�D�ORZ�GHPDQG�IRU�SXQLWLYH�MXVWLFH��HYHQ�ZKHQ�VXFK�DWWLWXGHV
DUH�FRQWUROOHG�IRU�DJH��VH[��UDFH��HGXFDWLRQ��LQFRPH��DQG�SROLWLFDO�RULHQWDWLRQ��,Q�DQ�DSWO\�WLWOHG



SDSHU� ³/HVV�7KRXJKW��0RUH� 3XQLVKPHQW�´� 6DUJHQW¶V� FRQFOXVLRQV� VXSSRUW� WKH� SULQFLSOH� WKDW� WKH
SXQLVKPHQW� VKRXOG� ILW� WKH� FULPH�� D� SULQFLSOH� WKDW� UHTXLUHV� JUDVSLQJ� WKH� DEVWUDFW� FRQFHSW� RI
SURSRUWLRQDOLW\��D�SURFHVV�IXQGDPHQWDO�WR�DOO�VFLHQWLILF�WKRXJKW���

��$EVWUDFW�UHDVRQLQJ�DELOLW\�LV�SRVLWLYHO\�FRUUHODWHG�ZLWK�FRRSHUDWLRQ�LQ�D�JDPH�FDOOHG�3ULVRQHU¶V
'LOHPPD� �D� FODVVLF� WKRXJKW� H[SHULPHQW� LQ� JDPH� WKHRU\� WKDW� SURYHV� FRRSHUDWLRQ� FUHDWHV� EHWWHU
RXWFRPHV�HYHQ�ZKHQ�D�SHUIHFWO\� UDWLRQDO�� VHOI�LQWHUHVWHG�DFWRU�ZRXOG�QRW�ZDQW� WR�GR� VR���7KH
HFRQRPLVW�6WHSKHQ�%XUNV�DQG�KLV�FROOHDJXHV�DGPLQLVWHUHG�D� WKRXVDQG� WUDLQHH� WUXFN�GULYHUV� WKH
0DWULFHV�,4�WHVW�DQG�KDG�WKHP�SDUWLFLSDWH�LQ�D�JDPH�RI�3ULVRQHU¶V�'LOHPPD�LQ�ZKLFK�WKH\�FRXOG
HLWKHU�FRRSHUDWH�RU�GHIHFW�ZLWK�D�JDPH�SDUWQHU��7KRVH�ZDQQDEH�WUXFN�GULYHUV�ZKR�VFRUHG�KLJK�LQ
DELOLW\� WR� VROYH� WKRVH�0DWULFHV� ILJXUHV�ZHUH�PRUH� OLNHO\� WR� FRRSHUDWH� RQ� WKH� ILUVW�PRYH� RI� D
3ULVRQHU¶V�'LOHPPD�JDPH��HYHQ�DIWHU�WKH�XVXDO�LQWHUYHQLQJ�YDULDEOHV�ZHUH�FRQWUROOHG�IRU��VXFK
DV� DJH�� UDFH�� JHQGHU�� VFKRROLQJ�� DQG� LQFRPH���� 7KH� HFRQRPLVW� *DUUHWW� -RQHV� FRQILUPHG� WKH
FRQQHFWLRQ�LQ�D�PHWD�DQDO\VLV�RI�WKLUW\�VL[�3ULVRQHU¶V�'LOHPPD�H[SHULPHQWV�FRQGXFWHG�EHWZHHQ
����� DQG������ LQ� FROOHJHV� DQG�XQLYHUVLWLHV� DURXQG� WKH� FRXQWU\�� ILQGLQJ� D� SRVLWLYH� FRUUHODWLRQ
EHWZHHQ� D� VFKRRO¶V� PHDQ� 6$7� VFRUH� DQG� WKH� SURSHQVLW\� RI� LWV� VWXGHQWV� WR� UHVSRQG
FRRSHUDWLYHO\���

��,QWHOOLJHQFH�SUHGLFWV�FODVVLFDO�OLEHUDO�DWWLWXGHV�WRZDUG�KHOSLQJ�RWKHUV��$Q�DQDO\VLV�RI�GDWD�IURP
WKH�1DWLRQDO�/RQJLWXGLQDO�6WXG\�RI�$GROHVFHQW�+HDOWK�IRXQG�WKDW�DPRQJ�WZHQW\�WKRXVDQG�\RXQJ
DGXOWV� WKHUH�ZDV�D�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�,4�DQG� OLEHUDOLVP��DQG�GDWD� IURP�WKH�*HQHUDO
6RFLDO� 6XUYH\� FODULILHG� WKH� OLQN� LQ� QRWLQJ� WKDW� WKH� FRUUHODWLRQ� ZDV� EHWZHHQ� LQWHOOLJHQFH� DQG
FODVVLFDO� OLEHUDOLVP� RI� WKH� (QOLJKWHQPHQW� NLQG�� LQ� ZKLFK� VPDUWHU� SHRSOH� ZHUH� OHVV� OLNHO\� WR
DJUHH�WKDW�WKH�JRYHUQPHQW�VKRXOG�UHGLVWULEXWH�LQFRPH�IURP�WKH�ULFK�WR�WKH�SRRU�EXW�PRUH�OLNHO\�WR
DJUHH� WKDW� WKH� JRYHUQPHQW� VKRXOG� KHOS� $IULFDQ� $PHULFDQV� WR� FRPSHQVDWH� IRU� KLVWRULFDO
GLVFULPLQDWLRQ����,Q�RWKHU�ZRUGV��WKH�HIIHFW�ZDV�PRUH�LQ�WKH�PRUDO�GLPHQVLRQ�RI�KRZ�SHRSOH�DUH
HWKLFDOO\� WUHDWHG� LQVWHDG�RI� WKH�PRUH� FRQFUHWH�GLPHQVLRQ�RI� HFRQRPLF� DGMXVWPHQW�� DQG� WKXV� LWV
LPSRUW�IRU�PRUDO�UHDVRQLQJ�

��7KH�SV\FKRORJLVW�,DQ�'HDU\�DQG�KLV�FROOHDJXHV�FRQILUPHG�WKLV�OLQN�LQ�D�SDSHU�DSWO\�WLWOHG�³%ULJKW
&KLOGUHQ�%HFRPH�(QOLJKWHQHG�$GXOWV�´�'HDU\� IRXQG� D� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� WKH� ,4� RI
%ULWLVK�FKLOGUHQ�DW�DJH�WHQ�DQG�WKHLU�HQGRUVHPHQW�RI�DQWLUDFLVW��VRFLDOO\�OLEHUDO��DQG�SUR�ZRUNLQJ�
ZRPHQ�DWWLWXGHV�DW�DJH� WKLUW\��KROGLQJ� WKH�XVXDO�SRWHQWLDOO\� LQWHUYHQLQJ�YDULDEOHV�FRQVWDQW��7KH
FDXVDO� DUURZ� IURP� LQWHOOLJHQFH� WR� PRUDO� DEVWUDFWLRQ� LV� FRQILUPHG� E\� WKH� WZHQW\�\HDU� JDS
EHWZHHQ� PHDVXUHV���� %\� ³HQOLJKWHQHG´� 'HDU\� PHDQW� WKH� YDOXHV� WKDW� FDPH� GLUHFWO\� IURP� WKH
(QOLJKWHQPHQW�� WKH� GHILQLWLRQ� IRU� ZKLFK� KH� DGRSWHG� IURP� WKH�&RQFLVH� 2[IRUG� 'LFWLRQDU\�� ³D
SKLORVRSK\�HPSKDVL]LQJ�UHDVRQ�DQG�LQGLYLGXDOLVP�UDWKHU�WKDQ�WUDGLWLRQ�´

��,QWHOOLJHQFH�SUHGLFWV�HFRQRPLF�DWWLWXGHV��PRVW�QRWDEO\�DEVWUDFW�FRQFHSWV�VXFK�DV�KRZ�IUHH�WUDGH
LV�D�IRUP�RI�SRVLWLYH�VXP�JDPH�WKDW�VHHPV�FRXQWHULQWXLWLYH�WR�RXU�IRON�HFRQRPLF�LQWXLWLRQV�WKDW
PRVW�HFRQRPLF�H[FKDQJHV�DUH�]HUR�VXP�LQ�D�IL[HG�SLH�RI�ZHDOWK��7KH�HFRQRPLVWV�%U\DQ�&DSODQ
DQG�6WHSKHQ�0LOOHU�FXOOHG�GDWD�IURP�WKH�*HQHUDO�6RFLDO�6XUYH\�DQG�IRXQG�D�FRUUHODWLRQ�EHWZHHQ
LQWHOOLJHQFH� DQG� RSHQQHVV� WR� LPPLJUDWLRQ�� IUHH� PDUNHWV�� DQG� IUHH� WUDGH�� DQG� D� UHOXFWDQFH� WR
HQGRUVH�JRYHUQPHQW�PDNH�ZRUN�SURMHFWV��SURWHFWLRQLVW�SROLFLHV��DQG�EXVLQHVV�LQWHUYHQWLRQLVP���
&RQFUHWH� WKLQNLQJ� OHDGV� XV� WR� HQGRUVH� HFRQRPLF� WULEDOLVP� DORQJ�ZLWK� SRSXOLVW� DQG� QDWLRQDOLVW
]HUR�VXP�DWWLWXGHV�WRZDUG�RWKHU�WULEHV��QDWLRQV�LQ�WKH�PRGHUQ�ZRUOG���$EVWUDFW�UHDVRQLQJ�OHDGV
XV� WR� FRQVLGHU�PHPEHUV�RI� RWKHU� WULEHV� �QDWLRQV�� DV�SRWHQWLDO� WUDGLQJ�SDUWQHUV� WR�EH� UHVSHFWHG



UDWKHU�WKDQ�DV�SRWHQWLDO�HQHPLHV�WR�EH�FRQTXHUHG�RU�NLOOHG�
�� ,QWHOOLJHQFH� SUHGLFWV� GHPRFUDWLF� WHQGHQFLHV�� PRVW� QRWDEO\� WKH� UXOH� RI� ODZ�� 7KH� SV\FKRORJLVW
+HLQHU� 5LQGHUPDQQ� UDQ� FRUUHODWLRQDO� VWXGLHV� RQ� D� QXPEHU� RI� GDWDVHWV� IURP� PDQ\� GLIIHUHQW
FRXQWULHV�� H[DPLQLQJ� WKHLU� DYHUDJH� VFRUHV� RQ� SRSXODU� LQWHOOLJHQFH� WHVWV� DQG� PHDVXUHV� RI
DFDGHPLF�DFKLHYHPHQW�IURP������WR�������DQG�IRXQG�WKDW�WKHVH�SUHGLFWHG�WKH�OHYHO�RI�SURVSHULW\�
GHPRFUDF\��DQG�WKH�UXOH�RI�ODZ�IRXQG�LQ�WKRVH�FRXQWULHV�LQ�WKH�VXEVHTXHQW�SHULRG������WR�����
�DQG�WKLV�LV�HYHQ�ZKHQ�FRQWUROOLQJ�IRU�WKH�FRXQWU\¶V�SULRU�OHYHO�RI�SURVSHULW\�����,Q�RWKHU�ZRUGV�
DOO� RWKHU� WKLQJV� EHLQJ� HTXDO�� D� FRXQWU\� WKDW� HGXFDWHV� LWV� SRSXODWLRQ� LQ� WKH� DELOLW\� WR� UHDVRQ
DEVWUDFWO\�ZLOO�EH�D�PRUH�SURVSHURXV�DQG�PRUDO�FRXQWU\�

��0RVW�HQFRXUDJLQJ�IRU�WKRVH�RI�XV�ZKR�DUH�FLWL]HQV�RI�WKH�5HSXEOLF�RI�/HWWHUV��HYLGHQFH�LV�QRZ
DFFXPXODWLQJ� WKDW� VKRZV� D� SRVLWLYH� FRUUHODWLRQ� EHWZHHQ� OLWHUDF\� DQG� PRUDOLW\�� DQG� PRVW
SDUWLFXODUO\�EHWZHHQ� WKH� UHDGLQJ�RI� ILFWLRQ� DQG�EHLQJ� DEOH� WR� WDNH� WKH�SHUVSHFWLYH�RI� RWKHUV���
7DNLQJ� WKH�SHUVSHFWLYH�RI� FKDUDFWHUV� LQ� D�QRYHO� UHTXLUHV� D�0DWULFHV�OLNH� URWDWLRQ�RI� UHODWLRQDO
SRVLWLRQV��FRXSOHG�WR�DQ�HPRWLRQDO�FRQQHFWLRQ�RI�ZKDW�LW�ZRXOG�IHHO�OLNH�LI�;�KDSSHQHG�WR�\RX�
HYHQ�WKRXJK�WKH�³\RX´�LQ�WKLV�FDVH�LV�D�FKDUDFWHU�LQ�WKH�QRYHO��,Q�D������VWXG\��IRU�H[DPSOH��WKH
3ULQFHWRQ� 8QLYHUVLW\� QHXURVFLHQWLVW� 8UL� +DVVRQ� DQG� KLV� WHDP� VFDQQHG� WKH� EUDLQ� RI� D� ZRPDQ
ZKLOH� VKH� WROG� D� VWRU\� RXW� ORXG� WKDW� WKH� VFLHQWLVWV� UHFRUGHG� DQG� VXEVHTXHQWO\� SOD\HG� EDFN� IRU
RWKHU� VXEMHFWV�ZKLOH� WKHLU� EUDLQV�ZHUH� EHLQJ� VFDQQHG� DV� WKH\� MXVW� OLVWHQHG��5HVXOWV��ZKHQ� WKH
UHDGHU¶V�HPRWLRQDO�EUDLQ�UHJLRQ�FDOOHG�WKH�LQVXOD�OLW�XS�GXULQJ�D�FHUWDLQ�SRUWLRQ�RI�WKH�VWRU\��VR
WRR�GLG�WKH�OLVWHQHUV¶�LQVXODV��ZKHQ�WKH�ZRPDQ¶V�IURQWDO�FRUWH[�EHFDPH�DFWLYH�GXULQJ�D�GLIIHUHQW
SDUW�RI�WKH�VWRU\��WKH�VDPH�UHJLRQ�LQ�OLVWHQHUV¶�EUDLQV�ZHUH�DOVR�DFWLYDWHG����,W¶V�DOPRVW�DV�LI�WKH
ILFWLRQDO�VWRU\�V\QFKURQL]HG�WKH�EUDLQV�RI�UHDGHU�DQG�OLVWHQHUV��HQDEOLQJ�D�IRUP�RI�PLQG�UHDGLQJ
DQG�PRUDO�SHUVSHFWLYH�WDNLQJ���6XFK�EUDLQ�V\QFKURQLFLW\�ZDV�IRXQG�LQ�DQRWKHU�VWXG\�E\�+DVVRQ
DQG�KLV�WHDP�ZKHQ�KH�VFDQQHG�WKH�EUDLQV�RI�VXEMHFWV�ZKLOH�WKH\�ZDWFKHG�6HUJLR�/HRQH¶V�FODVVLF
����� ILOP�7KH�*RRG�� WKH� %DG�� DQG� WKH�8JO\�� ILQGLQJ� WKDW� ³EUDLQ� DFWLYLW\�ZDV� VLPLODU� DFURVV
YLHZHUV¶� EUDLQV�´� VSHFLILFDOO\� WKDW� DERXW� ��� SHUFHQW� RI� WKH� QHRFRUWH[� DFURVV� DOO� ILYH� RI� WKH
VXEMHFWV¶�EUDLQV�ZHUH�OLW�XS�LQ�WKH�VDPH�DUHDV�GXULQJ�WKH�VDPH�PRYLH�VFHQHV����

$������VWXG\�SXEOLVKHG� LQ�6FLHQFH� WLWOHG� ³5HDGLQJ�/LWHUDU\�)LFWLRQ� ,PSURYHV�7KHRU\�RI�0LQG´
UHSRUWHG�RQ�WKH�UHVXOWV�RI�VWXGLHV�FRQGXFWHG�E\�WKH�SV\FKRORJLVWV�'DYLG�&RPHU�.LGG�DQG�(PDQXHOH
&DVWDQR�RQ�WKH�FDXVDO�UHODWLRQVKLS�EHWZHHQ�UHDGLQJ�KLJK�TXDOLW\�OLWHUDU\�ILFWLRQ�DQG�WKH�DELOLW\�WR�WDNH
WKH� SHUVSHFWLYH� RI� RWKHUV�� DV� PHDVXUHG� E\� RQH� RI� VHYHUDO� ZHOO�WHVWHG� WRROV�� VXFK� DV� MXGJLQJ� WKH
HPRWLRQV�RI�RWKHUV�DQG�H\H�JD]H�GLUHFWLRQDOLW\�IRU�LQWHUSUHWLQJ�ZKDW�VRPHRQH�LV�WKLQNLQJ����7KH\�IRXQG
WKDW� SDUWLFLSDQWV� ZKR� ZHUH� DVVLJQHG� WR� UHDG� OLWHUDU\� ILFWLRQ� SHUIRUPHG� VLJQLILFDQWO\� EHWWHU� RQ� WKH
7KHRU\�RI�0LQG��7R0��WHVWV�WKDQ�GLG�SDUWLFLSDQWV�DVVLJQHG�WR�WKH�RWKHU�H[SHULPHQWDO�JURXSV��ZKR�GLG
QRW�GLIIHU�IURP�RQH�DQRWKHU�

7KLV�H[SHULPHQW�LV�LPSRUWDQW�EHFDXVH�LW�QDLOV�GRZQ�WKH�GLUHFWLRQ�RI�WKH�FDXVDO�DUURZ�IURP�UHDGLQJ
OLWHUDU\�ILFWLRQ�WR�SHUVSHFWLYH�WDNLQJ��LQVWHDG�RI�WKH�RWKHU�GLUHFWLRQ��LQ�ZKLFK�SHRSOH�ZKR�DUH�JRRG�DW
PLQG� UHDGLQJ� SUHIHU� ILFWLRQ�� 7KDW� VDLG�� WKLV� UHVHDUFK� LV� LQ� LWV� LQIDQF\�� DQG� WKHUH� DUH� UHDVRQV� WR� EH
VNHSWLFDO� DERXW� SXVKLQJ� WKH� OLQN� EHWZHHQ� OLWHUDF\� DQG� PRUDOLW\� WRR� IDU�� (GXFDWLRQ� LQ� JHQHUDO� DQG
OLWHUDWXUH�LQ�SDUWLFXODU�PD\�KDYH�PRUDOO\�VDOXEULRXV�HIIHFWV�IRU�UHDVRQV�ZH�GR�QRW�\HW�IXOO\�XQGHUVWDQG�
EXW� ,� DP� HQFRXUDJHG� E\� WKHVH� VWXGLHV�� DQG� RWKHUV� WKDW� SXW� WKHRU\� LQWR� SUDFWLFH�� )RU� H[DPSOH�� LQ� D
GRFXPHQWDU\�ILOP�WLWOHG�7KH�8QLYHUVLW\�RI�6LQJ�6LQJ��7LP�6NRXVHQ�GRFXPHQWV�WKH�ZRUN�RI�KLV�SDUHQWV



²-R�$QQ� DQG�0DUN� 6NRXVHQ²DQG� RWKHU� WHDFKHUV� DW� WKH� 6LQJ� 6LQJ� SULVRQ� LQ�1HZ�<RUN�� LQ�ZKLFK
OLWHUDWXUH�LV�XVHG�WR�EURDGHQ�WKH�FULWLFDO�WKLQNLQJ�VNLOOV�DQG�H[SDQG�WKH�PRUDO�KRUL]RQV�RI�WKH�SULVRQHUV
WKHUH���

:RUNLQJ� WKURXJK� RQH� RI� WKH� IHZ� FROOHJH� GHJUHH�JUDQWLQJ� SURJUDPV� LQ� WKH� 'HSDUWPHQW� RI
&RUUHFWLRQV� RI�1HZ�<RUN� 6WDWH�� WKH� SV\FKRORJLVWV� LQWHUYLHZHG� FLWH� VWDWLVWLFV� VKRZLQJ� WKDW� WKH� EHVW
SUHGLFWRU�RI�VXFFHVV�DIWHU�SULVRQ�LV�D�FROOHJH�GHJUHH��$V�WKH�SV\FKRORJLVW�6XVDQ�:HLQHU��ZKR�ZRUNV
ZLWK�WKH�SURJUDP��QRWHG��³7KHVH�PHQ�DQG�ZRPHQ�ZLOO�FRPH�EDFN�WR�WKH�FRPPXQLW\��+RZ�GR�\RX�ZDQW
WKHP�WR�FRPH�EDFN"�7KLV� LVQ¶W� MXVW�D�JLIW� IRU� WKHP�� ,W¶V�D�JLIW� IRU�VRFLHW\�� ,W¶V� WKH�ZD\� WKDW�ZH�PDNH
VRFLHW\� D� EHWWHU� SODFH�´�$�SULVRQHU� QDPHG�'HQLV�0DUWLQH]�� IRU� H[DPSOH�� H[SODLQHG�ZKDW� JHWWLQJ� DQ
HGXFDWLRQ�DQG�OHDUQLQJ�WR�UHDG�GHHSO\�LQWR�VXEMHFWV�JDYH�KLP�LQ�WHUPV�RI�SHUVSHFWLYH��³,W¶V�JLYHQ�PH�D
QHZ� VHW� RI� JODVVHV�� %HIRUH� ,� ZDVQ¶W� DEOH� WR� VHH� WKH� WKLQJV� ,� VHH� QRZ�� ,� ZDV� D� QLQHWHHQ�\HDU� ROG
NQXFNOHKHDG�JRLQJ�DURXQG�DQG�WKLQNLQJ�,�NQHZ�LW�DOO��7KH�PRUH�,�OHDUQHG�WKH�PRUH�,�FRXOG�VHQVH�KRZ
ZURQJ� ,� ZDV� DQG� KRZ� PDQ\� WKLQJV� ,� GLGQ¶W� NQRZ�´� ,QVSLUHG� E\� KLV� UHDGLQJ� RI� 5HQp� 'HVFDUWHV�
0DUWLQH]�UHIOHFWHG��³7KHUH�DUH�WZR�ZD\V�WR�EH�LQ�SULVRQ²SK\VLFDOO\�DQG�RU�PHQWDOO\��%HLQJ�LQ�SULVRQ
PHQWDOO\�LV�WR�OLYH�LQ�LJQRUDQFH��FORVHG�PLQGHGQHVV��DQG�SHVVLPLVP��<RX�FDQ�FRQILQH�PH�IRU�DV�ORQJ
DV�\RX�ZDQW��EXW�P\�PLQG�ZLOO�DOZD\V�EH�IUHH�´�7KH�WLWOH�RI�D�SDLQWLQJ�WKLV�SULVRQHU�PDGH�LV�UHYHDOLQJ�
&RJLWR�(UJR�6XP�/LEHU²,�7KLQN�7KHUHIRUH�,�$P�)UHH���1RZ��WKHUH¶V�D�EXPSHU�VWLFNHU�7�VKLUW�VORJDQ
IRU�WKH�PRGHUQ�(QOLJKWHQPHQW�WKLQNHU��

7+(�9,578(�2)�&217,18286�7+,1.,1*

7KLQNLQJ�DEVWUDFWO\�LV�QRW�WKH�RQO\�FRJQLWLYH�WRRO�RI�WKH�VFLHQWLVW�WKDW�ZH�FDQ�DSSO\�WR�PRUDO�UHDVRQLQJ�
7KLQNLQJ� DERXW� FRQFHSWV� ERWK� RQ� D� FRQWLQXRXV� VFDOH� DQG� DV� FDWHJRULFDO� HQWLWLHV� LOOXPLQDWHV²DQG
VRPHWLPHV� HOLPLQDWHV²D�QXPEHU�RI�PRUDO� SUREOHPV�� ,Q�P\�ERRN�7KH�6FLHQFH� RI�*RRG�DQG�(YLO� ,
DSSOLHG� WKH� LGHD�RI�³IX]]\� ORJLF´��� WR� VKRZ� WKDW�³HYLO´�DQG�³JRRG´�DUH�QRW� VLPSO\�EODFN�DQG�ZKLWH
FDWHJRULHV�RI�UHLILHG�³WKLQJV´�EXW�DUH�LQVWHDG�IX]]\�VKDGHV�RI�EHKDYLRU�DORQJ�D�FRQWLQXRXV�VFDOH��*RRG
DQG�HYLO�DUH�GHVFULSWLYH�WHUPV�IRU�EHKDYLRUV�RI�PRUDO�DFWRUV�WKDW�FDQ�EH�DVVHVVHG�DORQJ�D�FRQWLQXXP�
7DNH�DOWUXLVP�DQG�VHOILVKQHVV��/LNH�DOO�EHKDYLRUV��WKHUH�LV�D�EURDG�UDQJH�RI�H[SUHVVLRQ�RI�ERWK�W\SHV
RI�EHKDYLRU�� ,QVWHDG�RI� FDWHJRUL]LQJ� VRPHRQH�DV�HLWKHU� DOWUXLVWLF�RU� VHOILVK� LQ�D���RU���ELQDU\� ORJLF
V\VWHP�� ZH� PLJKW� WKLQN� RI� WKLV� SHUVRQ� DV� ���� DOWUXLVWLF� DQG� ���� QRQDOWUXLVWLF� �RU� VHOILVK��� RU� ���
FRRSHUDWLYH�DQG�����QRQFRRSHUDWLYH��RU�FRPSHWLWLYH����

0RVW� PRUDO� SUREOHPV� DUH� EHWWHU� FRQFHLYHG� DV� FRQWLQXRXV� UDWKHU� WKDQ� DV� FDWHJRULFDO�� 7KH
FDWHJRUL]DWLRQ�RI�WKH�ZRUOG�LQWR�FOHDQO\�FOHDYHG�ER[HV�LV�D�XVHIXO�FRJQLWLYH�WRRO�IRU�VRPH�WDVNV��EXW�LW
GRHVQ¶W�DOZD\V�VHUYH�XV�ZHOO�LQ�XQGHUVWDQGLQJ�VRFLDO�DQG�PRUDO�SUREOHPV��'RHV�GHPRFUDF\�GHFUHDVH
WKH� SUREDELOLW\� RI� ZDU"� ,I� \RX� FDWHJRUL]H� QDWLRQV� LQWR� VLPSOH� ELQDU\� ER[HV� RI� GHPRFUDF\� RU
QRQGHPRFUDF\� ���RU����� \RX�FDQ� ILQG� ORWV�RI� H[FHSWLRQV� WR� WKH�GHPRFUDWLF�SHDFH� WKHRU\��%XW� LI� \RX
VFDOH�UDQN�FRXQWULHV�E\�GHJUHHV�RI�GHPRFUDF\��RQ�D��±���VFDOH���DQG�\RX�DOVR�VFDOH�ZDUV�IURP�PLQRU
FRQIOLFWV�WR�ZRUOG�ZDUV��\RX�ILQG�D�VLJQLILFDQW�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�WKH�GHJUHH�RI�GHPRFUDF\
DQG�WKH�SUREDELOLW\�RI�ILJKWLQJ��PRUH�RQ�WKLV�ODWHU��

6FLHQWLVWV�WHQG�WR�WKLQN�DERXW�SUREOHPV�RQ�D�FRQWLQXRXV�VFDOH��7KH�HYROXWLRQDU\�ELRORJLVW�5LFKDUG
'DZNLQV��IRU�H[DPSOH��SRLQWV�RXW�WKDW�ODEHOLQJ�D�IRVVLO�DV�EHORQJLQJ�WR�WKLV�RU�WKDW�VSHFLHV�LV�IDOOLQJ
SUH\� WR� ³WKH� W\UDQQ\�RI� WKH�GLVFRQWLQXRXV�PLQG�´� LQ�ZKLFK� ³3DOHRQWRORJLVWV�ZLOO� DUJXH�SDVVLRQDWHO\
DERXW�ZKHWKHU�D�SDUWLFXODU�IRVVLO�LV��VD\��$XVWUDORSLWKHFXV�RU�+RPR��%XW�DQ\�HYROXWLRQLVW�NQRZV�WKHUH



PXVW�KDYH�H[LVWHG�LQGLYLGXDOV�ZKR�ZHUH�H[DFWO\�LQWHUPHGLDWH�´�'DUZLQ¶V�WKHRU\�RI�HYROXWLRQ��LQ�IDFW�
RYHUWXUQHG� WKH� FDWHJRULFDO� ³HVVHQWLDOLVP´� RI� KRZ� RUJDQLVPV� DUH� FRQFHLYHG� DV� IL[HG� HQWLWLHV�� ³,W¶V
HVVHQWLDOLVW� IROO\� WR� LQVLVW� RQ� WKH� QHFHVVLW\� RI� VKRHKRUQLQJ� \RXU� IRVVLO� LQWR� RQH� JHQXV� RU� WKH� RWKHU�´
'DZNLQV�QRWHV��³7KHUH�QHYHU�ZDV�DQ�$XVWUDORSLWKHFXV�PRWKHU�ZKR�JDYH�ELUWK�WR�D�+RPR�FKLOG�� IRU
HYHU\�FKLOG�HYHU�ERUQ�EHORQJHG�WR�WKH�VDPH�VSHFLHV�DV�LWV�PRWKHU�´��

&RQVLGHU�WKH�FDWHJRU\�RI�³SRYHUW\�´�7KH�:RUOG�%DQN�GHILQHV�SRYHUW\�DV�PDNLQJ�OHVV�WKDQ�������D
GD\��DQG�WKH�%LOO�DQG�0HOLQGD�*DWHV�)RXQGDWLRQ�KDV�KLJKOLJKWHG�WKH�IDFW�WKDW�VLQFH������WKH�SHUFHQWDJH
RI� WKH�ZRUOG¶V� SRSXODWLRQ� OLYLQJ� LQ� SRYHUW\� KDV� GHFOLQHG� E\� ��� SHUFHQW���� 7KLV� LV� SURJUHVV�� DQG� LW
VKRXOG�EH�GXO\�QRWHG�ZKDW�KDV�EHHQ�GRQH�WR�FRQWLQXH�WKLV�SRVLWLYH�WUHQG��EXW�WKH�FDWHJRULFDO�WKLQNLQJ
WKDW� SXWV� SHRSOH� LQWR� WZR�ER[HV� RI� ³SRYHUW\´� DQG� ³QRQSRYHUW\´� REVFXUHV� WKH� IDFW� WKDW�PDNLQJ�� VD\�
������D�GD\�LV�VWLOO�D�VHULRXV�GHWULPHQW�WR�RQH¶V�VXUYLYDO�DQG�IORXULVKLQJ��$�JUDGLHQW�VFDOH�LQGLFDWLQJ
KRZ�PXFK�SHRSOH�PDNH�DURXQG�WKH�ZRUOG�PRUH�DFFXUDWHO\�GHSLFWV�WKHLU�HFRQRPLF�ZHOO�EHLQJ��RU�ODFN
WKHUHRI��

1RW�DOO�PRUDO�SUREOHPV�FDQ�EH�VR�FRQFHLYHG��EXW�WKURXJKRXW�WKLV�ERRN�,�ZLOO�VKRZ�KRZ�WKLQNLQJ
DERXW� LVVXHV� RQ� D� FRQWLQXRXV� VFDOH� UDWKHU� WKDQ� DV� FDWHJRULFDO� HQWLWLHV� LV� ERWK� LQVWUXFWLYH� DQG
HQOLJKWHQLQJ��DQG�LI�H[FHSWLRQV�WR�JHQHUDOL]DWLRQV�FRPH�WR�PLQG�LW�LV�KHOSIXO�WR�FRQVLGHU�ZKHWKHU�WKH\
LQYDOLGDWH�WKH�JHQHUDOL]DWLRQ�RU�IDOO�RQ�D�FRQWLQXRXV�VFDOH�ZLWKLQ�WKH�JHQHUDOL]DWLRQ�
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$V�ZH�ZRUN�RXU�ZD\�WKURXJK�WKH�HYLGHQFH�IRU�PRUDO�SURJUHVV�DQG�WKH�PDQ\�IDFWRUV�WKDW�KHOS�WR�EULQJ
LW�DERXW��NHHS�LQ�PLQG�WKDW�HVWDEOLVKLQJ�WKH�FDXVHV�RI�PRUDO�SURJUHVV�WHOOV�XV�KRZ�WR�DFKLHYH�LW�LI�WKDW�LV
RXU�JRDO��%XW�LW�GRHV�QRW�H[SODLQ�ZK\�ZH�ZRXOG�ZDQW�WR�H[SDQG�WKH�PRUDO�VSKHUH�LQ�WKH�ILUVW�SODFH�
2QH�FRXOG�MXVW�DV�ZHOO�DUJXH�WKDW�VFLHQFH�DQG�UHDVRQ�VKRZ�XV�KRZ�WR�VKULQN�WKH�PRUDO�VSKHUH��DQG�WKDW
WRR�ZRXOG�EH�WUXH��7KLV�GLIIHUHQFH�EHWZHHQ�KRZ�DQG�ZK\�JHWV�DW�D�YH[LQJ�SUREOHP�WKDW�KDV�FRPH�WR
SODJXH�WKH�VWXG\�RI�PRUDOLW\�HYHU�VLQFH�WKH�SKLORVRSKHU�'DYLG�+XPH�LGHQWLILHG�ZKDW�LV�NQRZQ�DV�WKH
,V�2XJKW�3UREOHP� �VRPHWLPHV� UHQGHUHG�DV� WKH�1DWXUDOLVWLF�)DOODF\�� RU�+XPH¶V�*XLOORWLQH��� RU� WKH
GLIIHUHQFH�EHWZHHQ�GHVFULSWLYH� VWDWHPHQWV� �WKH�ZD\� VRPHWKLQJ� LV�� DQG�SUHVFULSWLYH� VWDWHPHQWV� �WKH
ZD\�VRPHWKLQJ�RXJKW�WR�EH���+HUH�LV�KRZ�+XPH�GHVFULEHG�WKH�SUREOHP�

,Q�HYHU\�V\VWHP�RI�PRUDOLW\��ZKLFK�,�KDYH�KLWKHUWR�PHW�ZLWK��,�KDYH�DOZD\V�UHPDUNHG��WKDW�WKH�DXWKRU�SURFHHGV�IRU�VRPH�WLPH�LQ
WKH�RUGLQDU\�ZD\V�RI�UHDVRQLQJ��DQG�HVWDEOLVKHV�WKH�EHLQJ�RI�D�*RG��RU�PDNHV�REVHUYDWLRQV�FRQFHUQLQJ�KXPDQ�DIIDLUV��ZKHQ�DOO�RI
D�VXGGHQ�,�DP�VXUSULVHG�WR�ILQG��WKDW�LQVWHDG�RI�WKH�XVXDO�FRSXODWLRQV�RI�SURSRVLWLRQV��LV��DQG�LV�QRW��,�PHHW�ZLWK�QR�SURSRVLWLRQ�WKDW
LV�QRW�FRQQHFWHG�ZLWK�DQ�RXJKW��RU�DQ�RXJKW�QRW��7KLV�FKDQJH�LV�LPSHUFHSWLEOH��EXW�LV�KRZHYHU��RI�WKH�ODVW�FRQVHTXHQFH��)RU�DV�WKLV
RXJKW��RU�RXJKW�QRW��H[SUHVVHV�VRPH�QHZ�UHODWLRQ�RU�DIILUPDWLRQ��¶WLV�QHFHVVDU\�WKDW�LW�VKRXOG�EH�REVHUYHG�DQG�H[SODLQHG��DQG�DW
WKH�VDPH�WLPH�WKDW�D�UHDVRQ�VKRXOG�EH�JLYHQ��IRU�ZKDW�VHHPV�DOWRJHWKHU�LQFRQFHLYDEOH��KRZ�WKLV�QHZ�UHODWLRQ�FDQ�EH�D�GHGXFWLRQ
IURP� RWKHUV�� ZKLFK� DUH� HQWLUHO\� GLIIHUHQW� IURP� LW�� %XW� DV� DXWKRUV� GR� QRW� FRPPRQO\� XVH� WKLV� SUHFDXWLRQ�� ,� VKDOO� SUHVXPH� WR
UHFRPPHQG�LW�WR�WKH�UHDGHUV��DQG�DP�SHUVXDGHG��WKDW�WKLV�VPDOO�DWWHQWLRQ�ZRXOG�VXEYHUW�DOO�WKH�YXOJDU�V\VWHPV�RI�PRUDOLW\��DQG�OHW
XV�VHH��WKDW�WKH�GLVWLQFWLRQ�RI�YLFH�DQG�YLUWXH�LV�QRW�IRXQGHG�PHUHO\�RQ�WKH�UHODWLRQV�RI�REMHFWV��QRU�LV�SHUFHLYHG�E\�UHDVRQ���

0RVW�SHRSOH� WDNH�+XPH� WR�PHDQ� WKDW� WKHUH� LV�D�ZDOO� VHSDUDWLQJ� LV� IURP�RXJKW��DQG� WKDW� VFLHQFH�FDQ
KDYH�QRWKLQJ�WR�VD\�DERXW�GHWHUPLQLQJ�KXPDQ�YDOXHV�DQG�PRUDOV��%XW�LI�PRUDOV�DQG�YDOXHV�VKRXOG�QRW
EH�EDVHG�RQ�WKH�ZD\�WKLQJV�DUH²UHDOLW\²WKHQ�RQ�ZKDW�VKRXOG�WKH\�EH�EDVHG"�:KHQ�,�XVH�WKH�ZRUG
³LV´�,�GR�QRW�MXVW�PHDQ�ZKDW�LV�QDWXUDO²DV�LQ�ELRORJLFDO�QDWXUH�DORQH²,�PHDQ�WKH�UHDOLW\�RI�WKH�³LV´



XQGHU�VWXG\�
:KHQ�ZH�XQGHUWDNH�D�VWXG\�RI�ZDU�WR�XQGHUVWDQG�LWV�FDXVHV�VR�WKDW�ZH�PD\�OHVVHQ�LWV�RFFXUUHQFH

DQG� DWWHQXDWH� LWV� HIIHFWV�� WKLV� LV� DQ� LV�RXJKW� WUDQVLWLRQ� JURXQGHG� LQ� WKH� WUXH� QDWXUH� RI� ZDU²DQG� E\
QDWXUH�,�GR�QRW�MXVW�PHDQ�WKH�ELRORJLFDO�SURSHQVLW\��RU�QRW��RI�KXPDQV�WR�ILJKW��,�PHDQ�DOO�RI�WKH�IDFWRUV
WKDW� JR� LQWR� WKH� FDXVHV� RI� ZDU�� ELRORJLFDO�� DQWKURSRORJLFDO�� SV\FKRORJLFDO�� VRFLRORJLFDO�� SROLWLFDO�
HFRQRPLF��DQG�WKH�OLNH�

3KLORVRSKHUV� KDYH� JUDSSOHG�ZLWK� WKH� LV�RXJKW� SUREOHP� HYHU� VLQFH�+XPH� RXWOLQHG� LW�� DQG� VRPH
KDYH�SURSRVHG� VROXWLRQV�� VXFK� DV� -RKQ�6HDUOH¶V�ZLGHO\� FLWHG� �����SDSHU� ³+RZ� WR�'HULYH� µ2XJKW¶
IURP�µ,V�¶´�LQ�ZKLFK�KH�SURSRVHV��IRU�H[DPSOH��WKDW�WKH�DFW�RI�PDNLQJ�D�SURPLVH�EHFRPHV�WKH�³LV´�DQG
DV�VXFK�LW�EHFRPHV�DQ�REOLJDWLRQ�WKDW�RQH�³RXJKW´�WR�IXOILOO����,Q�DQ\�FDVH��QRWH�ZKDW�+XPH�LV�DFWXDOO\
VD\LQJ��QRW�WKDW�RQH�FDQQRW�VKLIW��KRZHYHU�LPSHUFHSWLYHO\��IURP�³LV´�WR�³RXJKW�´�EXW�WKDW�RQH�VKRXOG
QRW� GR� VR� ZLWKRXW� SURYLGLQJ� D� UHDVRQ�� )DLU� HQRXJK�� $V� ZLWK� DQ\� FODLP� LQ� VFLHQFH�� UHDVRQV� DQG
HYLGHQFH�PXVW�EH�SURYLGHG�LQ�VXSSRUW��RU�HOVH�D�FODLP�LV�OLWWOH�PRUH�WKDQ�DQ�DVVHUWLRQ��7KLV�DSSHDUV�WR
EH�ZKDW�+XPH�LV�UHFRPPHQGLQJ�WR�KLV�UHDGHUV�ZKHQ�KH�VXJJHVWV�³WKDW�WKLV�VPDOO�DWWHQWLRQ�>WR�JLYLQJ
UHDVRQV@�ZRXOG�VXEYHUW�DOO�WKH�YXOJDU�V\VWHPV�RI�PRUDOLW\�´�7R�PDNH�VXUH�,�DP�QRW�PLVUHDGLQJ�+XPH�
RU�UHDGLQJ�LQWR�KLP�ZKDW�,�WKLQN�RXJKW�WR�EH�WKHUH�LQVWHDG�RI�ZKDW�LV�WKHUH��DQG�WKHUHE\�EH�JXLOORWLQHG��
,�TXHULHG�RQH�RI� WKH�ZRUOG¶V� IRUHPRVW�+XPH�VFKRODUV²WKH�2[IRUG�SKLORVRSKHU�3HWHU�0LOOLFDQ²RQ
WKH�PDWWHU��+H�H[SODLQHG�

,W¶V�WUXH�WKDW�+XPH�GLGQ¶W�H[SOLFLWO\�VD\�WKH�,V�2XJKW�JDS�ZDV�XQEULGJHDEOH��EXW�KLV�DQDO\VLV�RI�PRUDOV�DV�IRXQGHG�RQ�VHQWLPHQW�GLG
LPSO\�WKDW�LQ�D�VHQVH²PRUDO�VWDWHPHQWV�DUH�QRW�PDWWHUV�RI�IDFW��RU�PHUH�UHODWLRQV�RI�LGHDV��IRU�WKDW�PDWWHU���,�WKLQN�KH�ZRXOG�JR
PXFK� WKH� VDPH�ZD\� DV� \RX� GR²LQVWHDG� RI�PDNLQJ� RXW� WKDW�PRUDOV� FDQ� EH�ZRUNHG� RXW� E\� ORJLFDO� WKLQNLQJ�� KH�ZRXOG�ZDQW� WR
XQGHUVWDQG�LW�DV�D�QDWXUDO�KXPDQ�SKHQRPHQRQ²ZKLFK�UHTXLUHV�VFLHQWLILF�XQGHUVWDQGLQJ��DQG�WKHQ�KDYH�WKDW�LQIRUP�WKH�GHFLVLRQV
ZH�PDNH�DERXW�KRZ�WR�IRVWHU�LW��7KRVH�GHFLVLRQV��RI�FRXUVH��ZLOO�EH�LQIRUPHG�E\�RXU�QDWXUDO�VHQWLPHQW��VR�WKHUH¶V�DQ�HOHPHQW�RI
FLUFXODULW\�KHUH��ZH¶UH�QRW�VLPSO\�LQIHUULQJ�PDWWHUV�RI�IDFW�IURP�RWKHU�PDWWHUV�RI�IDFW²HWKLFDO�MXGJPHQW�LV�SOD\LQJ�D�UROH���EXW�LI
WKHUH¶V�HQRXJK�DJUHHPHQW�RQ�EDVLFV��OLNH�ZDU�LV�EDG��WUXVW�LV�JRRG��WKDW�GRHVQ¶W�SUHYHQW�SURJUHVV���

1RW�SUHYHQWLQJ�SURJUHVV�LV�D�ZRUWK\�JRDO�RI�DQ\�SURMHFW��UHJDUGOHVV�RI�LWV�GHJUHH�RI�EOHQGLQJ�LV�DQG
RXJKW��EXW�ZH�FDQ�GR�EHWWHU�VWLOO�E\�DSSO\LQJ�WKH�NQRZOHGJH�RI�WKH�FDXVHV�RI�PRUDO�SURJUHVV�WR�KHOS
EULQJ�LW�DERXW��,W� LV� LQ� WKLV�VHQVH�WKDW� WKLV�ERRN�LV�GHVFULSWLYH� LQ� WKDW� LW�GHVFULEHV�ZKDW�KDV�XQIROGHG
RYHU�WLPH�DV�ZH�KDYH�EHFRPH�PRUH�PRUDO��DQG�LW�LV�SUHVFULSWLYH�LQ�WKDW�LW�SUHVFULEHV�ZKDW�ZH�RXJKW�WR
GR�LI�ZH�ZDQW�WR�FRQWLQXH�WKH�WUHQG�

7DNH�KRPRVH[XDOLW\�DQG�VDPH�VH[�PDUULDJH��WKH�ODWHVW�RI�WKH�5LJKWV�5HYROXWLRQV�WKDW�DUH�XQIROGLQJ
LQ�RXU�WLPH��'HVFULSWLYHO\��VFLHQFH�WHOOV�XV�WKDW�KXPDQ�EHLQJV�KDYH�DQ�HYROYHG��LQQDWH�GULYH�WR�VXUYLYH
DQG� WR� IORXULVK�� DQG� WKDW� RQH� RI� WKH� PRVW� QHFHVVDU\� DQG� SULPDO� UHTXLUHPHQWV� DPRQJ� WKH� PDQ\
SUHFRQGLWLRQV� IRU� OLIH�� KHDOWK�� DQG�KDSSLQHVV� IRU�PRVW� SHRSOH� LV� D� ORYLQJ�ERQG�ZLWK� DQRWKHU� KXPDQ
EHLQJ��3UHVFULSWLYHO\��ZH�FDQ�VD\�WKDW�JUDQWLQJ�RQO\�D�VHOHFW�JURXS�RI�SULYLOHJHG�SHRSOH�WKH�ULJKW� WR
IXOILOO�WKLV�HYROYHG�QHHG²ZKLOH�VLPXOWDQHRXVO\�GHSULYLQJ�RWKHUV�RI�WKH�VDPH�EDVLF�ULJKW²LV�LPPRUDO
EHFDXVH�LW�UREV�WKHP�RI�WKH�RSSRUWXQLW\�WR�IXOILOO�WKHLU�HVVHQFH�DV�HYROYHG�VHQWLHQW�EHLQJV��7KLV�LV�WUXH
HYHQ� LI� WKH�FDVH�FRXOG�EH�PDGH� �DV� LW�KDV�EHHQ�E\� WKRVH�ZKR�RSSRVH�VDPH�VH[�PDUULDJH�� WKDW� VXFK
GLVFULPLQDWRU\�SUDFWLFHV�DUH�EHWWHU�IRU�WKH�JURXS��LQ�D�W\SH�RI�XWLOLWDULDQ�FDOFXOXV�ZKHUH�WKH�VDFULILFH
RI� WKH� IHZ� LV� MXVWLILHG� LI� LW� OHDGV� WR� WKH�JUHDWHU� KDSSLQHVV� IRU� WKH�JUHDWHU� QXPEHU��� ,W� LV� VWLOO�ZURQJ
EHFDXVH�WKH�LQGLYLGXDO�LV�WKH�PRUDO�DJHQW��QRW�WKH�JURXS��,W�LV�WKH�LQGLYLGXDO�ZKR�IHHOV�WKH�VKDUS�SDLQ
RI�GLVFULPLQDWLRQ��WKH�VWLQJ�RI�EHLQJ�H[FOXGHG��DQG�WKH�LQVXOW�RI�EHLQJ�WUHDWHG�GLIIHUHQWO\�XQGHU�WKH�ODZ�



6FLHQFH� WHOOV� XV�ZK\� WKH\� IHHO� WKLV�ZD\� DQG� UHDVRQ� LQVWUXFWV� XV�ZKDW� WR� GR� DERXW� LW� LI�ZH�ZDQW� WR
FRQWLQXH�WKH�PRUDO�SURJUHVV�RI�WKH�5LJKWV�5HYROXWLRQV�

$V�ZHOO��VRFLDO�VFLHQFH�VKRZV�WKDW�KXPDQV�DUH�QDWXUDOO\�WULEDO�DQG�WKDW�ZH�WHQG�WR�H[FOXGH�SHRSOH
VLPSO\�EHFDXVH� WKH\¶UH�QRW�RQH�RI�XV� �KRZHYHU�³XV´� LV�GHILQHG���6R�KRZ�FDQ�ZH� WKZDUW� WKH�PLQG¶V
QDWXUDO�LQFOLQDWLRQ�WR�SLJHRQKROH�SHRSOH�LQWR�SUHMXGLFLDO�FDWHJRULHV�WKDW�WXUQ�WKHP�LQWR�2WKHUV�ZH�FDQ
H[FOXGH�� H[SORLW�� RU� NLOO"� 6FLHQWLILF� UHVHDUFK� JLYHV� XV� JXLGDQFH�� )RU� H[DPSOH�� VWXGLHV� VKRZ� WKDW
VWUDLJKW�SHRSOH�ZKR�NQRZ�JD\�SHRSOH�DV�QHLJKERUV��IULHQGV��RU�ZRUN�FROOHDJXHV�DUH�OHVV�OLNHO\�WR�KROG
ELJRWHG� DQG�SUHMXGLFLDO� YLHZV�RI�KRPRVH[XDOLW\�� DQG� WKH\�DUH�PRUH� OLNHO\� WR� DJUHH� WKDW�JD\�SHRSOH
VKRXOG� EH� WUHDWHG� HTXDOO\� XQGHU� WKH� ODZ� DQG� VKRXOG� EH� DFFRUGHG� HTXDO� ULJKWV�� VXFK� DV� WKH� ULJKW� WR
PDUU\��$������*DOOXS�VWXG\��IRU�H[DPSOH��IRXQG�WKDW�³ZKHQ�FRQWUROOLQJ�IRU�LGHRORJ\��WKRVH�ZKR�NQRZ
VRPHRQH�ZKR�LV�JD\�RU�OHVELDQ�DUH�VLJQLILFDQWO\�PRUH�VXSSRUWLYH�RI�JD\�PDUULDJH�WKDQ�DUH�WKRVH�RI�WKH
VDPH�SROLWLFDO�SHUVXDVLRQ�ZKR�GR�QRW�SHUVRQDOO\�NQRZ�VRPHRQH�ZKR�LV�JD\�RU�OHVELDQ�´���7KXV� WKH
H[LVWHQFH�RI�SOD\V��ILOPV��DQG�WHOHYLVLRQ�VKRZV�WKDW�IHDWXUH�/*%74�DFWRUV��RI�OLWHUDU\�DQG�SRS�FXOWXUDO
UHIHUHQFHV� WKDW� SRUWUD\� KRPRVH[XDOLW\� DQG� QRQ�QRUPDWLYH� JHQGHU� H[SUHVVLRQ� LQ� D� SRVLWLYH� OLJKW�� RI
³FRPLQJ�RXW´�FDPSDLJQV��DQG�RI�/*%74�UROH�PRGHOV�LQ�SROLWLFV��EXVLQHVV��DQG�VSRUWV²DOO�RI�WKHVH
DUH�HVVHQWLDO�IRU�DZDNHQLQJ�HPSDWK\�DQG�XQGHUVWDQGLQJ��DQG�WKXV�IRU�H[SDQGLQJ�WKH�PRUDO�VSKHUH�HYHU
RXWZDUG�

$�38%/,&�+($/7+�02'(/�2)�025$/�6&,(1&(

,Q� SURIIHULQJ� WKLV� UDSSURFKHPHQW� EHWZHHQ� WKH�ZD\� WKLQJV� DUH� DQG� WKH�ZD\� WKLQJV� RXJKW� WR� EH²WKH
LQWHUIDFH�RI�IDFWV�DQG�YDOXHV²,�DP�GRLQJ�QRWKLQJ�PRUH�WKDQ�UHFRJQL]LQJ�D�WUHQG�WKDW�KDV�EHHQ�XQGHU
ZD\�VLQFH�WKH�(QOLJKWHQPHQW�LQ�WDNLQJ�WKH�ILQGLQJV�RI�VFLHQFH�DERXW�WKH�ZD\�WKH�ZRUOG�LV�DQG�DSSO\LQJ
WKHP� WR� WKH� ZD\� ZH� ZRXOG� OLNH� WKH� ZRUOG� WR� EH�� 7KHUH¶V� D� UHDVRQ� ZK\� VRFLDO� VFLHQWLVWV²VRFLDO
SV\FKRORJLVWV�� FRJQLWLYH� SV\FKRORJLVWV�� HYROXWLRQDU\� SV\FKRORJLVWV�� DQWKURSRORJLVWV�� VRFLRORJLVWV�
HFRQRPLVWV��SROLWLFDO� VFLHQWLVWV�� DQG�FULPLQRORJLVWV²DORQJ�ZLWK�SROLF\PDNHUV� DQG�SROLWLFLDQV��KDYH
EHHQ�DPDVVLQJ�H[WHQVLYH�GDWDEDVHV�DQG�HWKQRJUDSKLHV��WHVWLQJ�K\SRWKHVHV��DQG�FUXQFKLQJ�WKH�QXPEHUV
WKURXJK� PRGHOV� DQG� WKHRULHV� UHODWHG� WR� YLROHQFH�� DJJUHVVLRQ�� FULPH�� ZDU�� WHUURULVP�� FLYLO� ULJKWV
YLRODWLRQV��DQG�WKH�OLNH��ZH�ZDQW�WR�XQGHUVWDQG�FDXVHV�WR�HIIHFW�FKDQJHV�

7KLV�DSSURDFK�PD\�EH�PRGHOHG�RQ�SXEOLF�KHDOWK��GHILQHG�DV�ORQJ�DJR�DV������LQ�D�6FLHQFH�DUWLFOH
DV� ³WKH� VFLHQFH� DQG� DUW� RI� SUHYHQWLQJ� GLVHDVH�� SURORQJLQJ� OLIH�� DQG� SURPRWLQJ� KHDOWK� WKURXJK� WKH
RUJDQL]HG�HIIRUWV�DQG�LQIRUPHG�FKRLFHV�RI�VRFLHW\��RUJDQL]DWLRQV��SXEOLF�DQG�SULYDWH��FRPPXQLWLHV�DQG
LQGLYLGXDOV�´���3XEOLF�KHDOWK�VFLHQFH� LQFOXGHV�VXFK�ILHOGV�DV�HSLGHPLRORJ\��ELRVWDWLVWLFV��EHKDYLRUDO
KHDOWK��KHDOWK�HFRQRPLFV��SXEOLF�SROLF\�� LQVXUDQFH�PHGLFLQH��RFFXSDWLRQDO�KHDOWK��DQG�RWKHUV�� ,I�\RX
ZDQW� WR� NQRZ�ZK\� WKH� DYHUDJH� SHUVRQ� OLYHV� DOPRVW� WZLFH� DV� ORQJ� WRGD\� DV� D� FHQWXU\� DJR�� ORRN� WR
SXEOLF� KHDOWK�� 7KH�PD[LPXP� OLIH� SRWHQWLDO� �WKH� DJH� DW� GHDWK� RI� WKH� ORQJHVW�OLYHG� PHPEHU� RI� WKH
VSHFLHV��KDV�QRW�FKDQJHG�DQG�UHPDLQV�DW�����\HDUV��/LIH�VSDQ� �WKH�DJH�DW�ZKLFK� WKH�DYHUDJH�SHUVRQ
ZRXOG�GLH� LI� WKHUH�ZHUH�QR�SUHPDWXUH�GHDWKV� IURP�DFFLGHQWV� RU� GLVHDVH�� KDV� DOVR�QRW� FKDQJHG� DQG
UHPDLQV�DW�DERXW����WR����\HDUV��%XW�OLIH�H[SHFWDQF\��WKH�DJH�DW�ZKLFK�WKH�DYHUDJH�LQGLYLGXDO�ZRXOG
GLH�ZKHQ�DFFLGHQWV�DQG�GLVHDVH�KDYH�EHHQ�WDNHQ�LQWR�FRQVLGHUDWLRQ��KDV�VN\URFNHWHG�XSZDUG�IURP���
\HDUV� LQ� ����� LQ� WKH� 8QLWHG� 6WDWHV� WR� ����� IRU� DOO� $PHULFDQV� ERUQ� LQ� ������ DQG� ����� IRU� $VLDQ
$PHULFDQ�ZRPHQ����7KH�FDXVH�RI�WKLV�UHPDUNDEOH�SURJUHVV�LQ�ERWK�WKH�TXDQWLW\�DQG�TXDOLW\�RI�OLIH�LV
SXEOLF�KHDOWK� VFLHQFH�DQG� WHFKQRORJ\�� IOXVK� WRLOHWV�� VHZHUV�� DQG�ZDVWH�GLVSRVDO� WHFKQRORJLHV�� FOHDQ



ZDWHU��KDQG�ZDVKLQJ��DQWLVHSWLF�VXUJHU\��YDFFLQDWLRQV��SDVWHXUL]DWLRQ��URDG�WUDIILF�VDIHW\��RFFXSDWLRQDO
VDIHW\��IDPLO\�SODQQLQJ��QXWULWLRQ�DQG�GLHW��DQG�RWKHU�PHDVXUHV��FRXSOHG�WR�WKH�HSLGHPLRORJLFDO�VWXG\
RI�LQIHFWLRXV�GLVHDVHV�VXFK�DV�VPDOOSR[�DQG�\HOORZ�IHYHU��FKURQLF�GLVHDVHV�VXFK�DV�FDQFHU�DQG�KHDUW
GLVHDVH�� DQG� GLVHDVH� SUHYHQWLRQ� WKURXJK� WKHVH� PDQ\� WHFKQLTXHV�� 7KH� VXUYLYDO� DQG� IORXULVKLQJ� RI
KXPDQV�KDYH�SURJUHVVHG�LQ�WKH�SDVW�FHQWXU\�PRUH�WKDQ�LQ�DOO�SUHYLRXV�FHQWXULHV�FRPELQHG��,I�\RX�DJUHH
WKDW� LW� LV� EHWWHU� WKDW� PLOOLRQV� RI� SHRSOH� QR� ORQJHU� GLH� RI� \HOORZ� IHYHU� DQG� VPDOOSR[�� FKROHUD� DQG
EURQFKLWLV��G\VHQWHU\�DQG�GLDUUKHD��FRQVXPSWLRQ�DQG�WXEHUFXORVLV��PHDVOHV�DQG�PXPSV��JDQJUHQH�DQG
JDVWULWLV��DQG�PDQ\�RWKHU�DVVDXOWV�RQ�WKH�KXPDQ�ERG\��WKHQ�\RX�KDYH�RIIHUHG�\RXU�DVVHQW�WKDW�WKH�ZD\
VRPHWKLQJ� LV� �GLVHDVHV�VXFK�DV�\HOORZ�IHYHU�DQG�VPDOOSR[�NLOO�SHRSOH��PHDQV�ZH�RXJKW� WR� SUHYHQW
WKHP�WKURXJK�YDFFLQDWLRQV�DQG�RWKHU�PHGLFDO�DQG�SXEOLF�KHDOWK�WHFKQRORJLHV�

7KLV�DQDORJ\�EHWZHHQ�VRFLDO�SUREOHPV�DQG�SXEOLF�GLVHDVHV� LV�QRW�DW� WKH� OHYHO�RI�FDXVH²FULPH�
YLROHQFH��ZDU�� DQG� WHUURULVP�DUH�QRW�GLVHDVHV� LQ� WKH�PHGLFDO� VHQVH�RI�EHLQJ�DQ�DEQRUPDO�FRQGLWLRQ
FDXVHG�E\� WKH�HTXLYDOHQW�RI�D�YLUXV�RU�EDFWHULD�� ,QVWHDG� WKH�DQDORJ\� LV�DW� WKH� OHYHO�RI�PHWKRGRORJ\�
KRZ�ZH� DSSURDFK� VROYLQJ� WKH� SUREOHP� E\� XVLQJ� WKH� EHVW� WRROV� RI� VFLHQFH�� WHFKQRORJ\�� DQG� VRFLDO
SROLF\�DYDLODEOH��0RVW�FULPHV�DQG�DFWV�RI�YLROHQFH��DORQJ�ZLWK�ZDUV�DQG�DFWV�RI� WHUURULVP��DUH�QRW
DEQRUPDO� UHVSRQVHV� LQ� D� GLVHDVHG� VWDWH�� PRVW� DUH� QRUPDO� UHVSRQVHV� WR� VSHFLILF� VLWXDWLRQV� DQG
FRQGLWLRQV��%XW� WKH�SXEOLF�KHDOWK�PRGHO�RI�HQJDJLQJ�QXPHURXV�VFLHQFHV� WR�FKDQJH� WKH�VLWXDWLRQV�DQG
FRQGLWLRQV�WKDW�FDXVH�WKHP�LV�D�YLDEOH�PHWKRGRORJ\�WRZDUG�WKH�JRDO�RI�PDNLQJ�PRUDO�SURJUHVV�

%\�ZD\�RI�H[DPSOH��LQ������,�XQGHUWRRN�DQ�H[WHQVLYH�VWXG\�RI�JXQ�YLROHQFH�IRU�D�VSHFLDO�LVVXH�RI
6NHSWLF�PDJD]LQH�LQ�UHVSRQVH�WR�WKH�UDIW�RI�PDVV�SXEOLF�VKRRWLQJV�LQ�UHFHQW�\HDUV��VXFK�DV�DW�WKH�6DQG\
+RRN�HOHPHQWDU\�VFKRRO����6XEVHTXHQWO\�,�HQJDJHG�LQ�D�VHULHV�RI�GHEDWHV�DURXQG�WKH�FRXQWU\�RQ�JXQ
FRQWURO� ZLWK� WKH� HFRQRPLVW� -RKQ� /RWW���� ZKRVH� ERRN� 0RUH� *XQV�� /HVV� &ULPH� RIIHUV� KLV� RZQ
SUHVFULSWLRQ�LQ�LWV�WLWOH����:KLOH�FRQGXFWLQJ�D�OLWHUDWXUH�VHDUFK�,�ZDV�VWUXFN�E\�KRZ�PXFK�GDWD�RQ�JXQ
YLROHQFH�DUH�SXEOLVKHG�LQ�SXEOLF�KHDOWK�DQG�PHGLFDO�MRXUQDOV��)RU�H[DPSOH��-RKQV�+RSNLQV�8QLYHUVLW\
KRXVHV�WKH�%ORRPEHUJ�6FKRRO�RI�3XEOLF�+HDOWK��ZKLFK�LV�RQH�RI�WKH�OHDGLQJ�FHQWHUV�LQ�WKH�FRXQWU\�IRU
UHVHDUFK� RQ� JXQ� YLROHQFH�� DQG� LQ� ����� WKH\� SXEOLVKHG� D� VFKRODUO\� VWXG\� RQ� WKH� SUREOHP� WLWOHG
5HGXFLQJ�*XQ�9LROHQFH�LQ�$PHULFD��7KH�VXEWLWOH�LV� LOOXVWUDWLYH�RI�P\�SRLQW��,QIRUPLQJ�3ROLF\�ZLWK
(YLGHQFH�DQG�$QDO\VLV��,W�VKRZHG��IRU�H[DPSOH��WKDW�RYHUVLJKW�RI�OLFHQVHG�JXQ�GHDOHUV�WR�PDNH�VXUH
WKHLU� VDOHV� ZHUH� WR� FXVWRPHUV� ZLWKRXW� FULPLQDO� UHFRUGV� UHVXOWHG� LQ� D� ��� SHUFHQW� GHFUHDVH� LQ� JXQV
GLYHUWHG� WR�FULPLQDOV����$������VWXG\� LQ� WKH�-RXUQDO�RI�7UDXPD�DQG�$FXWH�&DUH�6XUJHU\��³,QMXULHV
DQG�'HDWKV�'XH�WR�)LUHDUPV�LQ� WKH�+RPH�´�IRXQG�WKDW�³HYHU\�WLPH�D�JXQ�LQ� WKH�KRPH�ZDV�XVHG�LQ�D
VHOI�GHIHQVH� RU� OHJDOO\� MXVWLILDEOH� VKRRWLQJ�� WKHUH�ZHUH� IRXU� XQLQWHQWLRQDO� VKRRWLQJV�� VHYHQ� FULPLQDO
DVVDXOWV�RU�KRPLFLGHV��DQG����DWWHPSWHG�RU�FRPSOHWHG�VXLFLGHV�´�,Q�RWKHU�ZRUGV��D�JXQ�LV�WZHQW\�WZR
WLPHV�PRUH�OLNHO\�WR�EH�XVHG�LQ�D�FULPLQDO�DVVDXOW��DQ�DFFLGHQWDO�GHDWK�RU�LQMXU\��D�VXLFLGH�DWWHPSW��RU�D
KRPLFLGH� WKDQ� LW� LV� IRU� VHOI�GHIHQVH����$� ����� VWXG\� SXEOLVKHG� LQ� WKH�$PHULFDQ� -RXUQDO� RI� 3XEOLF
+HDOWK�WKDW�ZDV�FRQGXFWHG�E\�HSLGHPLRORJLVWV�DW�WKH�8QLYHUVLW\�RI�3HQQV\OYDQLD�6FKRRO�RI�0HGLFLQH
IRXQG�WKDW�RQ�DYHUDJH�QRW�RQO\�GLG�JXQV�QRW�SURWHFW�WKRVH�ZKR�SRVVHVVHG�WKHP�IURP�EHLQJ�VKRW�LQ�DQ
DVVDXOW��WKHVH�VFLHQWLVWV�DOVR�GHWHUPLQHG�WKDW�SHRSOH�ZLWK�D�JXQ�ZHUH�����WLPHV�PRUH�OLNHO\�WR�EH�VKRW
LQ�DQ�DVVDXOW�WKDQ�WKRVH�QRW�SRVVHVVLQJ�D�JXQ���

7KH�UDZ�ILJXUHV�IRU�GHDGO\�YLROHQFH�LQ�JHQHUDO��DQG�JXQ�YLROHQFH�LQ�SDUWLFXODU��DUH�VWDJJHULQJ��,I
HYHU�WKHUH�ZHUH�D�SXEOLF�KHDOWK�SUREOHP�WKDW�QHHGV�VROYLQJ��WKLV�LV�LW��$FFRUGLQJ�WR�WKH�)%,¶V�FULPH
UHSRUWV�� EHWZHHQ� ����� DQG� ����� WKH� 8QLWHG� 6WDWHV� H[SHULHQFHG� DQ� DQQXDO� DYHUDJH� RI� ������



KRPLFLGHV�� ZLWK� JXQV� UHVSRQVLEOH� IRU� ����� SHUFHQW� RI� WKHP���� 7KDW¶V� DQ� DQQXDO� DYHUDJH� RI� �����
SHRSOH�VKRW�GHDG�E\�D�JXQ��RU�����D�PRQWK������D�ZHHN�����D�GD\��RU�D�OLWWOH�PRUH�WKDQ���SHU�KRXU��,W¶V
D�GLVTXLHWLQJ�WKRXJKW�WKDW�MXVW�LQ�WKH�8QLWHG�6WDWHV��HYHU\�KRXU�RI�HYHU\�GD\�VRPHRQH�LV�VKRW�WR�GHDWK�
7KDW� IDFW�DORQH�VKRXOG�FRQYLQFH�XV�RI� WKH�YDOXH�RI�XQGHUVWDQGLQJ� WKH�FDXVHV� WKDW�XQGHUOLH� LW��EXW� WKH
SUREOHP�LV�HYHQ�ZRUVH��DFFRUGLQJ�WR�WKH�1DWLRQDO�&HQWHU�IRU�,QMXU\�3UHYHQWLRQ�DQG�&RQWURO��LQ������D
WRWDO�RI��������86�UHVLGHQWV�NLOOHG�WKHPVHOYHV�ZLWK�D�ILUHDUP����DQRWKHU��������ZHUH�VKRW� WR�GHDWK�
DQG��������ZHUH�LQMXUHG�E\�JXQILUH�DQG�WUHDWHG�LQ�HPHUJHQF\�URRPV���

7KH�SXEOLF�KHDOWK�PRGHO�FDQ�DOVR�EH�DSSOLHG�RQ�D�ODUJHU�VFDOH�DQG�WLPH�KRUL]RQ�E\�SXOOLQJ�EDFN�WR
VHH�WKDW��LQ�IDFW��KRPLFLGH�UDWHV�KDYH�SOXPPHWHG�RYHU�WKH�PLOOHQQLD��IURP�DOPRVW�������SHU��������
SHRSOH� SHU� \HDU� LQ� SUHKLVWRULF� WLPHV� DQG� LQ� PRGHUQ� QRQVWDWH� VRFLHWLHV�� WR� DERXW� ���� SHU� �������
SHRSOH�SHU�DQQXP�LQ�:HVWHUQ�VRFLHWLHV�WKURXJK�WKH�0LGGOH�$JHV��WR�DERXW����SHU���������HDFK�\HDU
E\�WKH�WLPH�RI�WKH�(QOLJKWHQPHQW��WR�OHVV�WKDQ���SHU���������WRGD\�LQ�(XURSH��DQG�D�OLWWOH�PRUH�WKDQ��
SHU��������� LQ� WKH�8QLWHG�6WDWHV��� DQ� LPSURYHPHQW�RI� IRXU�RUGHUV�RI�PDJQLWXGH��+RZ�GR�ZH�NQRZ
WKLV"� 6FLHQFH��$UFKDHRORJLVWV� FDQ� HVWLPDWH� WKH� UDWHV� RI� YLROHQW� GHDWKV� LQ� SUHKLVWRULF� EDQGV� WKURXJK
VNHOHWDO� UHPDLQV� �VHH�FKDSWHU�����7KH�HWKQRJUDSKLHV�RI�DQWKURSRORJLVWV� UHFRUG� WKH� UDWHV�RI�YLROHQFH
DPRQJ�PRGHUQ�SUHVWDWH�SHRSOHV�IURP�WKHLU�RUDO�DFFRXQWV�DQG�KLVWRULHV��$QG�KLVWRULDQV�KDYH�XVHG�ROG
FRXUW� DQG� FRXQW\� UHFRUGV� WR� FDOFXODWH� WKDW� KRPLFLGH� UDWHV� KDYH�� WR� JLYH� MXVW� RQH� H[DPSOH�� GURSSHG
IURP�����KRPLFLGHV�SHU���������SHRSOH�SHU�\HDU�LQ�IRXUWHHQWK�FHQWXU\�2[IRUG�WR�OHVV�WKDQ���KRPLFLGH
SHU� �������� LQ� PLG�WZHQWLHWK�FHQWXU\� /RQGRQ�� 6LPLODU� SDWWHUQV� KDYH� EHHQ� GRFXPHQWHG� LQ� ,WDO\�
*HUPDQ\��6ZLW]HUODQG��WKH�1HWKHUODQGV��DQG�6FDQGLQDYLD��DQG�E\�WKH�VDPH�RUGHU�RI�PDJQLWXGH��IURP
DERXW� ���� SHU� �������� WR� OHVV� WKDQ� �� EHWZHHQ� WKH� IRXUWHHQWK� FHQWXU\� DQG� WKH� WZHQW\�ILUVW� FHQWXU\�
)LJXUH�����VKRZV�WKH�XQPLVWDNDEOH�WUHQG�LQ�WKH�GHFOLQH�LQ�KRPLFLGHV�IURP�WKH�WKLUWHHQWK�FHQWXU\�WR�WKH
WZHQWLHWK� FHQWXU\� LQ�PXOWLSOH� FRXQWULHV���� 7KH� XSWLFN� LQ�PXUGHUV� DW� WKH� HQG� RI� WKH� ORQJ� GRZQZDUG
WUHQGV�FDSWXUHV�WKH�FULPH�ZDYH�RI�WKH�����V�DQG�����V��EXW�WKH�UDWH�UHWXUQHG�WR�KLVWRULFDO�ORZV�E\�WKH
HDUO\�\HDUV�RI�WKH�WZHQW\�ILUVW�FHQWXU\�

,I� WKDW� LVQ¶W�PRUDO� SURJUHVV� DV� ,� KDYH�GHILQHG� LW²DQ� LQFUHDVH� LQ� WKH� VXUYLYDO� DQG� IORXULVKLQJ�RI
VHQWLHQW�EHLQJV²,�GRQ¶W�NQRZ�ZKDW� LV��5HJDUGOHVV�RI�\RXU�SRVLWLRQ�RQ�JXQ�FRQWURO��P\�SRLQW� LV� WKDW
WUHDWLQJ�JXQ�YLROHQFH�DV�D�SUREOHP�WR�EH�VROYHG�E\�EHWWHU�VFLHQFH�DQG�SXEOLF�SROLF\�LV�QRZ�FRPPRQ
SUDFWLFH�DQG�SDUW�RI� WKH�ORQJ�WHUP�WUHQG�WR�DGGUHVV�PRUDO� LVVXHV�SUDJPDWLFDOO\��,I�\RX�DJUHH�WKDW� WKH
KXQGUHGV� RI� PLOOLRQV� RI� OLYHV� WKDW� KDYH� EHHQ� VDYHG� E\� SXEOLF� KHDOWK� VFLHQFHV�� WHFKQRORJLHV�� DQG
SROLFLHV�RYHU�WKH�SDVW�WZR�FHQWXULHV�LV�D�PRUDO�JRRG��WKHQ�WKHUH�LV�QR�UHDVRQ�ZK\�\RX�PLJKW�QRW�DOVR
FRQFXU� WKDW� DSSO\LQJ� VRFLDO� VFLHQFHV� WR� VROYLQJ� SUREOHPV� VXFK� DV� FULPH� DQG� YLROHQFH� LV� DOVR
VRPHWKLQJ�ZH�RXJKW�WR�GR��:K\"�%HFDXVH�VDYLQJ�OLYHV�LV�PRUDO��:K\�LV�VDYLQJ�OLYHV�PRUDO"�%HFDXVH
WKH�VXUYLYDO�DQG�IORXULVKLQJ�RI�VHQWLHQW�EHLQJV�LV�RXU�PRUDO�VWDUWLQJ�SRLQW��%XW�ZK\�VKRXOG�RUJDQLVPV
ZDQW� WR� VXUYLYH� DQG� IORXULVK� LQ� WKH� ILUVW� SODFH"� 7KH� DQVZHU� PD\� EH� IRXQG� LQ� WKH� ORJLF� RI� WKH
HYROXWLRQDU\�SURFHVV�WKDW�FUHDWHG�WKLV�GULYH�



)LJXUH������7KH�'HFOLQH�LQ�+RPLFLGHV
+RPLFLGH� UDWHV� SHU� ��������SHRSOH� SHU� DQQXP� LQ� ILYH�:HVWHUQ�(XURSHDQ� UHJLRQV� IURP� WKH� WKLUWHHQWK� FHQWXU\� WR� WKH� WZHQWLHWK� FHQWXU\
FRPSLOHG�E\�WKH�FULPLQRORJLVW�0DQXHO�(LVQHU���
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,I�\RX�ZHUH�D�PROHFXOH��ZKDW�ZRXOG�\RX�GR�WR�VXUYLYH"�)LUVW�\RX�ZRXOG�QHHG�WR�EXLOG�D�VXEVWUDWH�RQ
ZKLFK�WR�JHQHUDWH�D�UHSOLFDWLRQ�V\VWHP�LQVLGH�D�FHOO�WKDW�FRQWDLQV�PDFKLQHU\�IRU�HQHUJ\�FRQVXPSWLRQ�
PDLQWHQDQFH��DQG� UHSDLU��DQG�RWKHU� IHDWXUHV� WKDW�NHHS� WKH�PROHFXOH� LQWDFW� ORQJ�HQRXJK� WR� UHSURGXFH�
2QFH�VXFK�PROHFXODU�PDFKLQHU\�LV�XS�DQG�UXQQLQJ��WKH�UHSOLFDWLQJ�PROHFXOHV�EHFRPH�LPPRUWDO�DV�ORQJ
DV� WKHUH� LV�HQHUJ\� WR� IHHG� WKH�V\VWHP�DQG�DQ�HFRV\VWHP�LQ�ZKLFK� WKHVH�SURFHVVHV�FDQ� WDNH�SODFH�� ,Q
WLPH� WKHVH� UHSOLFDWLQJ� PROHFXOHV� ZLOO� RXWVXUYLYH� QRQUHSOLFDWLQJ� PROHFXOHV� E\� YLUWXH� RI� WKH� YHU\
SURFHVV�RI� UHSOLFDWLRQ²WKRVH� WKDW�GRQ¶W��GLH²WKXV� WKH�FHOOV�RU�ERGLHV� LQ�ZKLFK� WKH� UHSOLFDWRUV�DUH
KRXVHG� DUH� VXUYLYDO�PDFKLQHV�� ,Q�PRGHUQ� MDUJRQ�� WKH� UHSOLFDWRUV� DUH� FDOOHG� JHQHV� DQG� WKH� VXUYLYDO
PDFKLQHV�DUH�FDOOHG�RUJDQLVPV��DQG�WKLV�OLWWOH�WKRXJKW�H[SHULPHQW�LV�ZKDW�5LFKDUG�'DZNLQV�PHDQV�E\
WKH�³VHOILVK�JHQH´�LQ�KLV�ERRN�RI�WKDW�WLWOH����$�FHOO��RU�ERG\��RU�RUJDQLVP²D�VXUYLYDO�PDFKLQH²LV�WKH
JHQH¶V� ZD\� RI� VXUYLYLQJ� DQG� SHUSHWXDWLQJ� LWVHOI�� *HQHV� WKDW� FRGH� IRU� SURWHLQV� WKDW� EXLOG� VXUYLYDO
PDFKLQHV�WKDW�OLYH�ORQJ�HQRXJK�IRU�WKHP�WR�UHSURGXFH�ZLOO�ZLQ�RXW�RYHU�JHQHV�WKDW�GR�QRW��*HQHV�WKDW
FRGH�IRU�SURWHLQV�DQG�HQ]\PHV�WKDW�SURWHFW�LWV�VXUYLYDO�PDFKLQH�IURP�DVVDXOWV�VXFK�DV�GLVHDVH�KHOS�QRW
MXVW� WKH�RUJDQLVP�WR�VXUYLYH��EXW� WKH�JHQHV�DV�ZHOO��6XUYLYDO��UHSURGXFWLRQ��IORXULVKLQJ�� WKLV� LV�ZKDW
VXUYLYDO�PDFKLQHV�GR�E\�WKHLU�YHU\�QDWXUH��,W�LV�WKHLU²RXU²HVVHQFH�WR�VWULYH�WR�VXUYLYH�

7KH�SUREOHP�LV�WKDW�VXUYLYDO�PDFKLQHV�VFXUU\LQJ�DURXQG�LQ��VD\��D�OLTXLG�HQYLURQPHQW�VXFK�DV�DQ
RFHDQ� RU� SRQG� ZLOO� EXPS� LQWR� RWKHU� VXUYLYDO� PDFKLQHV�� DOO� RI� ZKRP� DUH� FRPSHWLQJ� IRU� WKH� VDPH
OLPLWHG�UHVRXUFHV��³7R�D�VXUYLYDO�PDFKLQH��DQRWKHU�VXUYLYDO�PDFKLQH��ZKLFK�LV�QRW� LWV�RZQ�FKLOG�RU
DQRWKHU� FORVH� UHODWLYH�� LV� SDUW� RI� LWV� HQYLURQPHQW�� OLNH� D� URFN� RU� D� ULYHU� RU� D� OXPS� RI� IRRG�´� VD\V
'DZNLQV��%XW� WKHUH¶V� D�GLIIHUHQFH�EHWZHHQ�D� VXUYLYDO�PDFKLQH� DQG�D� URFN��$� VXUYLYDO�PDFKLQH� ³LV
LQFOLQHG�WR�KLW�EDFN´�LI�H[SORLWHG��³7KLV�LV�EHFDXVH�LW�WRR�LV�D�PDFKLQH�WKDW�KROGV�LWV�LPPRUWDO�JHQHV�LQ
WUXVW� IRU� WKH� IXWXUH�� DQG� LW� WRR� ZLOO� VWRS� DW� QRWKLQJ� WR� SUHVHUYH� WKHP�´� 7KXV�� 'DZNLQV� FRQFOXGHV�
³1DWXUDO�VHOHFWLRQ�IDYRUV�JHQHV�WKDW�FRQWURO�WKHLU�VXUYLYDO�PDFKLQHV�LQ�VXFK�D�ZD\�WKDW�WKH\�PDNH�WKH



EHVW�XVH�RI�WKHLU�HQYLURQPHQW��7KLV�LQFOXGHV�PDNLQJ�WKH�EHVW�XVH�RI�RWKHU�VXUYLYDO�PDFKLQHV��ERWK�RI
WKH� VDPH�DQG�RI�GLIIHUHQW� VSHFLHV�´���6XUYLYDO�PDFKLQHV�FRXOG�HYROYH� WR�EH�FRPSOHWHO\� VHOILVK�DQG
VHOI�FHQWHUHG��EXW�WKHUH�LV�VRPHWKLQJ�WKDW�NHHSV�WKHLU�SXUH�VHOILVKQHVV�LQ�FKHFN��DQG�WKDW�LV�WKH�IDFW�WKDW
RWKHU�VXUYLYDO�PDFKLQHV�DUH�LQFOLQHG�³WR�KLW�EDFN´�LI�DWWDFNHG��WR�UHWDOLDWH�LI�H[SORLWHG��RU�WR�DWWHPSW�WR
XVH�RU�DEXVH�RWKHU�VXUYLYDO�PDFKLQHV�ILUVW�

6R�LQ�DGGLWLRQ�WR�VHOILVK�HPRWLRQV�WKDW�GULYH�VXUYLYDO�PDFKLQHV�WR�ZDQW�WR�KRDUG�DOO�UHVRXUFHV�IRU
WKHPVHOYHV�� WKH\� HYROYHG� WZR� DGGLWLRQDO� SDWKZD\V� WR� VXUYLYDO� LQ� LQWHUDFWLQJ� ZLWK� RWKHU� VXUYLYDO
PDFKLQHV��NLQ�DOWUXLVP� �³EORRG� LV� WKLFNHU� WKDQ�ZDWHU´�� DQG� UHFLSURFDO�DOWUXLVP� �³,¶OO� VFUDWFK� \RXU
EDFN�LI�\RX¶OO�VFUDWFK�PLQH´���%\�KHOSLQJ�LWV�JHQHWLFDOO\�UHODWHG�NLQ��DQG�E\�H[WHQGLQJ�D�KHOSLQJ�KDQG
WR�WKRVH�ZKR�ZLOO�UHFLSURFDWH�LWV�DOWUXLVWLF�DFWV��D�VXUYLYDO�PDFKLQH�LV�KHOSLQJ�LWVHOI��7KXV�WKHUH�ZLOO
EH� D� VHOHFWLRQ� IRU� WKRVH� ZKR� DUH� LQFOLQHG� WR� EH� DOWUXLVWLF²WR� D� SRLQW�� :LWK� OLPLWHG� UHVRXUFHV�� D
VXUYLYDO�PDFKLQH�FDQ¶W� DIIRUG� WR�KHOS�DOO�RWKHU� VXUYLYDO�PDFKLQHV�� VR� LW�PXVW�DVVHVV�ZKRP� WR�KHOS�
ZKRP�WR�H[SORLW��DQG�ZKRP�WR�OHDYH�DORQH��,W¶V�D�EDODQFLQJ�DFW��,I�\RX¶UH�WRR�VHOILVK��RWKHU�VXUYLYDO
PDFKLQHV� ZLOO� SXQLVK� \RX�� LI� \RX¶UH� WRR� VHOIOHVV�� RWKHU� VXUYLYDO� PDFKLQHV� ZLOO� H[SORLW� \RX�� 7KXV�
GHYHORSLQJ� SRVLWLYH� UHODWLRQVKLSV²VRFLDO� ERQGV²ZLWK� RWKHU� VXUYLYDO� PDFKLQHV� LV� DQ� DGDSWLYH
VWUDWHJ\��,I�\RX�DUH�WKHUH�WR�KHOS�\RXU�IHOORZ�JURXS�PHPEHUV�ZKHQ�WLPHV�DUH�WRXJK�IRU�WKHP��WKH\�DUH
PRUH�OLNHO\�WR�EH�WKHUH�ZKHQ�WLPHV�DUH�WRXJK�IRU�\RX�

,Q� WKLV�ZD\�VXUYLYDO�PDFKLQHV�GHYHORS�QHWZRUNV�DQG�UHODWLRQVKLSV� WKDW� OHDG� WR� LQWHUDFWLRQV�ZLWK
RQH�DQRWKHU�WKDW�LQ�DGGLWLRQ�WR�EHLQJ�QHXWUDO�PD\�EH�KHOSIXO�RU�KXUWIXO��)URP�WKLV�ZH�PD\�GHULYH�WKH
ORJLF�RI�PRUDO�HPRWLRQV��,Q�D�VRFLDO�VSHFLHV�VXFK�DV�RXUV��VRPHWLPHV�WKH�PRVW�VHOILVK�WKLQJ�\RX�FDQ�GR
WR�KHOS�\RXUVHOI�LV�WR�KHOS�RWKHUV��ZKR�ZLOO�SD\�\RX�EDFN�LQ�NLQG��QRW�QHFHVVDULO\�RXW�RI�VRPH�QHEXORXV
QRWLRQ� RI� ³DOWUXLVP´� IRU� LWV� RZQ� VDNH�� EXW� EHFDXVH� LW� SD\V� WR� KHOS� RWKHUV�� 2XU� OHJDF\� LV� D� PRUDO
HPRWLRQ�V\VWHP�WKDW�LQFOXGHV�WKH�FDSDFLW\�IRU�XV�WR�KHOS�DQG�KXUW�RWKHU�VXUYLYDO�PDFKLQHV��GHSHQGLQJ
RQ�ZKDW� WKH\�GR��6RPHWLPHV� LW� SD\V� WR� EH� VHOILVK�� EXW� RWKHU� WLPHV� LW� SD\V� WR� EH� VHOIOHVV� DV� ORQJ� DV
\RX¶UH�QRW�D�PLOTXHWRDVW�ZKR�OLHV�GRZQ�DQG�OHWV�RWKHUV�UXQ�URXJKVKRG�RYHU�\RXU�JHQHURVLW\�
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7KH�ODQJXDJH�,¶P�XVLQJ�WR�GHVFULEH�WKHVH�LQWHUDFWLRQV�PDNHV�LW�VRXQG�OLNH�LW� LV�D�UDWLRQDO�SURFHVV��D
PRUDO�FDOFXODWLRQ�FRQGXFWHG�E\�VXUYLYDO�PDFKLQHV�DV� WKH\� LQWHUDFW�ZLWK�RQH�DQRWKHU��%XW� WKDW� LV�QRW
ZKDW�LV�JRLQJ�RQ��2UJDQLVPV�DUH�GULYHQ�E\�WKHLU�SDVVLRQV�PRUH�WKDQ�WKH\�DUH�E\�UDWLRQDO�FDOFXODWLRQV�
1DWXUDO�VHOHFWLRQ�KDV�GRQH�WKH�FDOFXODWLQJ�IRU�RUJDQLVPV��ZKR�HYROYHG�HPRWLRQV�DV�SUR[LHV�IRU�WKRVH
FDOFXODWLRQV��/HW¶V�GULOO�GRZQ�GHHSHU�LQWR�WKH�EUDLQ�WR�ILJXUH�RXW�ZK\�ZH�HYROYHG�HPRWLRQV�LQ�WKH�ILUVW
SODFH��DQG�WKHQ�SXOO�EDFN�WR�VHH�KRZ�PRUDO�HPRWLRQV�ZRUN�

(PRWLRQV�LQWHUDFW�ZLWK�RXU�FRJQLWLYH�WKRXJKW�SURFHVVHV�WR�JXLGH�RXU�EHKDYLRUV�WRZDUG�WKH�JRDO�RI
VXUYLYDO� DQG� UHSURGXFWLRQ�� 7KH� QHXURVFLHQWLVW� $QWRQLR� 'DPDVLR� KDV� VKRZQ� WKDW� DW� ORZ� OHYHOV� RI
VWLPXODWLRQ��HPRWLRQV�DFW�LQ�DQ�DGYLVRU\�UROH��FDUU\LQJ�DGGLWLRQDO�LQIRUPDWLRQ�WR�WKH�GHFLVLRQ�PDNLQJ
SURFHVV� DORQJ� ZLWK� LQSXW� IURP� KLJKHU�RUGHU� FRUWLFDO� UHJLRQV� RI� WKH� EUDLQ�� $W� PHGLXP� OHYHOV� RI
VWLPXODWLRQ��FRQIOLFWV�FDQ�DULVH�EHWZHHQ�KLJK�URDG�UHDVRQ�FHQWHUV�DQG�ORZ�URDG�HPRWLRQ�FHQWHUV��$W
KLJK� OHYHOV� RI� VWLPXODWLRQ�� ORZ�URDG� HPRWLRQV� FDQ� VR� RYHUUXQ� KLJK�URDG� FRJQLWLYH� SURFHVVHV� WKDW
SHRSOH�FDQ�QR� ORQJHU� UHDVRQ� WKHLU�ZD\� WR�D�GHFLVLRQ�DQG� UHSRUW� IHHOLQJ�³RXW�RI� FRQWURO´�RU� ³DFWLQJ
DJDLQVW�WKHLU�RZQ�VHOI�LQWHUHVW�´��

7KH�HPRWLRQ�RI�IHDU��IRU�H[DPSOH��GLUHFWV�DQ�RUJDQLVP�WR�VWHHU�FOHDU�RI�GDQJHU��7KH�DQWKURSRORJLVW



%M|UQ�*ULQGH��D�URFN�FOLPEHU�KLPVHOI��XVHV�WKH�VSRUW�DV�DQ�H[DPSOH�RI�D�VLWXDWLRQ�ZKHUH�WKH�SRVLWLYH
HPRWLRQ�RI�WKH�WKULOO�RI�ULVN�WDNLQJ�FDQ�TXLFNO\�VKLIW�WR�WKH�QHJDWLYH�HPRWLRQ�RI�IHDU�RI�GHDWK�ZKHQ�D
FOLPEHU�ORVHV�KLV�RU�KHU�JULS��³7KH�EUDLQ�LV�GHVLJQHG�WR�LQGXFH�XV�WR�WDNH�VRPH�FKDQFHV��RWKHUZLVH�ZH
ZRXOG�QHYHU�KDYH�ODLG�GRZQ�D�ODUJH�SUH\�RU�YHQWXUHG�LQWR�XQFKDUWHG�ODQG��EXW�LW�LV�DOVR�GHVLJQHG�WR
VWRS�XV� IURP�FDXVLQJ�KDUP� WR�RXUVHOYHV�� WKDW� LV�� WR�DYRLG�KD]DUGV��7KH� µDGUHQDOLQH�NLFN¶�DVVRFLDWHG
ZLWK�FOLPELQJ�D�PRXQWDLQ�RU�ULGLQJ�D�UROOHU�FRDVWHU�PD\�IHHO�JRRG��SUHVXPDEO\�EHFDXVH�LW�LPSURYHV
WKH�FKDQFH�RI�VXUYLYDO�LI�YROXQWDULO\�HQFRXQWHUHG�GDQJHURXV�VLWXDWLRQV�LQGXFH�D�SRVLWLYH�PRRG�DQG�D
KLJK�VHOI�HVWHHP��$W�WKH�PRPHQW�RQH�ORVHV�WKH�JULS�RQ�WKH�PRXQWDLQ��WKH�XQSOHDVDQW�VHQVDWLRQV�GHYRWHG
WR�KDUP�DYRLGDQFH�NLFN�LQ�´���7KH�VXUYLYDO�YDOXH�RI�IHDU�KDV�REYLRXV�DGDSWLYH�YDOXH�

&RQVLGHU�KXQJHU�DV�D�PRWLYDWLQJ�GULYH�WKDW�OHDGV�WR�VXFK�HPRWLRQV�DV�GHVLUH��ORQJLQJ��RU�OXVW�IRU
IRRG��$� OLWWOH� ELW� RI� KXQJHU�PD\� EH� SHUFHLYHG� DV�PLOGO\� SOHDVDQW� LQ� WKH� DQWLFLSDWLRQ� RI� HDWLQJ�� DQG
ZH¶YH�HYROYHG�WR�XQGHUVWDQG�WKHVH�VPDOO�SDQJV�WR�PHDQ�ZH�VKRXOG�VHHN�DQG�ILQG�IRRG��,I� WRR�PXFK
WLPH�JRHV�E\��KRZHYHU��DQG�RXU�ERG\�EHFRPHV�GHSOHWHG�WR�WKH�SRLQW�RI�IHHOLQJ�ZHDN��KXQJHU�PRUSKV
LQWR�DQ�XQSOHDVDQW�IHHOLQJ��%\�WKLV�H[DPSOH��HPRWLRQV�DFW�DV�D�IHHGEDFN�PHFKDQLVP�WR�DOHUW�WKH�EUDLQ
ZKHQ� WKH� ERG\� LV� RXW� RI� EDODQFH�� 7KLV� LV� D�KRPHRVWDWLF� WKHRU\� RI� HPRWLRQV�� LQ�ZKLFK� WKH� SURFHVV
RSHUDWHV�OLNH�DQ�HPRWLRQDO�WKHUPRVWDW��:KHQ�RXU�ERGLHV�DUH�ORZ�RQ�HQHUJ\�ZH�IHHO�KXQJU\��DQG�WKDW
HPRWLRQ� LV� WULJJHUHG� E\� D� QXPEHU� RI� LQWHUQDO� DQG� H[WHUQDO� IHHGEDFN� FXHV²VXFK� DV� VKULQNLQJ� RU
GLVWHQVLRQ�RI�WKH�VWRPDFK��HOHYDWHG�RU�UHGXFHG�EORRG�JOXFRVH�OHYHOV��RU�WKH�VLJKW�RU�VPHOO�RI�IRRG²
ZKLFK�DFW�DV�FXHV�WR�GULYH�XV�WR�UDLVH�WKH�FDORULH�WKHUPRVWDW��RU�EULQJ�WKH�ERG\�EDFN�LQWR�KRPHRVWDVLV
E\�HDWLQJ�

,Q�VRPH�FDVHV�LW�LV�OLWHUDOO\�OLNH�D�WKHUPRVWDW��DV�ZKHQ�RXU�FRUH�ERG\�WHPSHUDWXUH�GHYLDWHV�DERYH
RU�EHORZ�WKH������GHJUHH�)DKUHQKHLW�VHW�SRLQW�DQG�FHUWDLQ�SK\VLRORJLFDO�V\VWHPV�NLFN�LQ�WR�FRUUHFW�WKH
LPEDODQFH��VXFK�DV�VZHDWLQJ�WR�FRRO�WKH�ERG\�RU�VKLYHULQJ�WR�ZDUP�LW��'HSDUWLQJ�IURP�WKH�VHW�SRLQW�RI
D�KRPHRVWDWLF�V\VWHP� IHHOV�EDG�� DQG� WKLV�QHJDWLYH�HPRWLRQ�PRWLYDWHV� WKH�RUJDQLVP� WR� WDNH�DFWLRQ� WR
FRUUHFW� WKH� LPEDODQFH��0RYLQJ� WKH�RXW�RI�EDODQFH�V\VWHP�EDFN� WRZDUG�KRPHRVWDVLV� IHHOV�JRRG�� DQG
EHKDYLRUV�WKDW�IHHO�JRRG�WHQG�WR�EH�UHSHDWHG��ZKLFK�LV�WKH�YHU\�GHILQLWLRQ�RI�UHLQIRUFHPHQW��DQ\WKLQJ
WKDW�FDXVHV�DQ�RUJDQLVP�WR�UHSHDW�D�EHKDYLRU��

7KXV�RXU�QHHG�WR�PDLQWDLQ�KRPHRVWDVLV�LV�FDXVHG�E\�RXU�HPRWLRQV�WKDW�GLUHFW�XV�WR�DYRLG�SDLQ�DQG
WR� SXUVXH� SOHDVXUH�� RU� WR� DSSURDFK� D� VWLPXOXV� WKDW� LV� UHLQIRUFLQJ� DQG� WR� DYRLG� D� VWLPXOXV� WKDW� LV
SXQLVKLQJ�� ,Q� WKLV� VHQVH�� LQ� VHHNLQJ� VRPHWKLQJ� ZH� FDOO� ³SOHDVXUH�´� ZKDW� ZH� DUH� UHDOO\� DIWHU� LV� D
KRPHRVWDWLF�FXH��DQ�LQIRUPDWLRQ�VLJQDO�WR�WHOO�XV�ZKDW�WR�GR�QH[W��:KHQ�WKRVH�FXHV�DUH�XQFOHDU��RU�LQ
FRQIOLFW�� LW� FDQ� VHW� XS� D� VWDWH� WKDW� SV\FKRORJLVWV� FDOO� DSSURDFK�DYRLGDQFH� EHKDYLRU�� ,Q� WKH� FDVH� RI
DSSDUHQW�PRUDO�GLOHPPDV²VXFK�DV�ZKDW�VXEMHFWV�H[SHULHQFHG�EHWZHHQ�REHGLHQFH�WR�DXWKRULW\�DQG�WKH
GLVFRPIRUW� RI� KDUPLQJ� D� IHOORZ� KXPDQ� LQ� 6WDQOH\� 0LOJUDP¶V� IDPRXV� VKRFN� H[SHULPHQWV²WKH
SKHQRPHQRQ�EHFRPHV�DQ�DSSURDFK�DYRLGDQFH�FRQIOLFW���0RUH�RQ�WKLV�LQ�FKDSWHU����

7+(�(92/87,21$5<�/2*,&�2)�$**5(66,9(�(027,216

&RQIOLFWV�DPRQJ�VXUYLYDO�PDFKLQHV�DUH�LQHYLWDEOH�E\�SURGXFWV�RI�WKH�HYROXWLRQDU\�ORJLF�RI�WKH�HVVHQFH
WR�VXUYLYH�DQG�IORXULVK�DQG�WKH�PDQ\�GLIIHUHQW�ZD\V�WKHUH�DUH�WR�IXOILOO�WKDW�QHHG�LQ�DQ�HQYLURQPHQW�RI
OLPLWHG� UHVRXUFHV��7KLV�DSSURDFK�KHOSV�XV�VHH� WKDW� WKHUH� LV�D�FHUWDLQ�HYROXWLRQDU\� ORJLF� WR�YLROHQFH
DQG�DJJUHVVLRQ��D�WD[RQRP\�RI�ZKLFK�6WHYHQ�3LQNHU�FODVVLILHG�LQWR�ILYH�W\SHV���



�����3UHGDWRU\�DQG�LQVWUXPHQWDO��YLROHQFH�DV�D�PHDQV�WR�DQ�HQG��D�ZD\�RI�JHWWLQJ�VRPHWKLQJ�\RX
ZDQW�� 7KHIW�� IRU� H[DPSOH�� FDQ� JUDQW� WKH� WKLHI� PRUH� UHVRXUFHV� QHFHVVDU\� IRU� VXUYLYDO� DQG
UHSURGXFWLRQ��DQG�WKXV�WKHUH�HYROYHG�D�FDSDFLW\�IRU�FKHDWLQJ��VWHDOLQJ��DQG�IUHH�ULGLQJ��WDNLQJ
ZLWKRXW�JLYLQJ�LQ�D�VRFLDO�V\VWHP��DPRQJ�VRPH�LQGLYLGXDOV�LQ�D�JURXS�

� � ���'RPLQDQFH� DQG� KRQRU�� YLROHQFH� DV� D�PHDQV� RI� JDLQLQJ� VWDWXV� LQ� D� KLHUDUFK\�� SRZHU� RYHU
RWKHUV��SUHVWLJH�LQ�D�JURXS��RU�JORU\�LQ�VSRUWV��JDQJV��RU�ZDU��%XOO\LQJ��IRU�H[DPSOH��FDQ�JUDQW
LQGLYLGXDOV�KLJKHU� VWDWXV� LQ� WKH�SHFNLQJ�RUGHU�RI� VRFLDO�GRPLQDQFH����$� UHSXWDWLRQ� IRU� EHLQJ
DJJUHVVLYH�FDQ�EH�D�FUHGLEOH�GHWHUUHQW�DJDLQVW�RWKHU�DJJUHVVRUV�

�����5HYHQJH�DQG�VHOI�KHOS�MXVWLFH��YLROHQFH�DV�D�PHDQV�RI�SXQLVKPHQW��UHWULEXWLRQ��RU�PRUDOLVWLF
MXVWLFH��5HYHQJH�PXUGHUV��IRU�H[DPSOH��DUH�DQ�HYROYHG�VWUDWHJ\�IRU�GHDOLQJ�ZLWK�FKHDWHUV�DQG
IUHH� ULGHUV�� -HDORXV\� LV� DQRWKHU� W\SH� RI� PRUDOLVWLF� HPRWLRQ� WKDW� HYROYHG� WR� GLUHFW� VXUYLYDO
PDFKLQHV�WR�PDWH�JXDUG�DJDLQVW�SRWHQWLDO�SRDFKHUV�RI�WKHLU�VH[XDO�SDUWQHU��DQG�WKXV��IRU�PHQ�
WKH�EHDUHU�RI�WKHLU�FKLOGUHQ�ZKR�FDUU\�WKHLU�JHQHV���ZKLFK�ZKHQ�H[SUHVVHG�YLROHQWO\�FDQ�OHDG
WR� VSRXVDO� PXUGHUV�� (YHQ� LQIDQWLFLGH� KDV� DQ� HYROXWLRQDU\� ORJLF� WR� LW�� DV� HYLGHQFHG� E\� WKH
VWDWLVWLF� WKDW� LQIDQWV� DUH� ILIW\� WLPHV�PRUH� OLNHO\� WR�EH�PXUGHUHG�E\� WKHLU� VWHSIDWKHU� WKDQ� WKHLU
ELRORJLFDO�IDWKHU��DQ�DFW�IDU�PRUH�FRPPRQ�DPRQJ�VSHFLHV²LQFOXGLQJ�RXU�RZQ²WKDQ�ZH�FDUH
WR�DGPLW���

� ����6DGLVP��YLROHQFH�DV�D�PHDQV�RI�JDLQLQJ�SOHDVXUH�DW�VRPHRQH�HOVH¶V�VXIIHULQJ��6HULDO�NLOOHUV
DQG�UDSLVWV��IRU�H[DPSOH��VHHP�DW�OHDVW�SDUWLDOO\�PRWLYHG�E\�WKH�SDLQ�DQG�VXIIHULQJ�WKH\�FDXVH�
HVSHFLDOO\� ZKHQ� LW� KDV� QR� RWKHU� DSSDUHQW� PRWLYH� �VXFK� DV� LQVWUXPHQWDO�� GRPLQDQFH�� RU
UHYHQJH���,W�LV�QRW�FOHDU�LI�VDGLVP�LV�DGDSWLYH�RU��PRUH�OLNHO\��LV�D�E\�SURGXFW�RI�VRPHWKLQJ�HOVH
LQ�WKH�EUDLQ�WKDW�HYROYHG�IRU�VRPH�RWKHU�UHDVRQ�

�����,GHRORJ\��YLROHQFH�DV�D�PHDQV�RI�DWWDLQLQJ�VRPH�SROLWLFDO��VRFLDO��RU�UHOLJLRXV�HQG�WKDW�UHVXOWV
LQ�D�XWLOLWDULDQ�FDOFXOXV�ZKHUHE\�NLOOLQJ�VRPH�IRU�WKH�VDNH�RI�PDQ\�LV�MXVWLILHG���,�GHDO�ZLWK�WKLV
FDXVH�RI�YLROHQFH�LQ�GHWDLO�LQ�FKDSWHU����
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2Q� WKH�SODWIRUP�RI�D� VXEZD\�VWDWLRQ�D�ZRPDQ�DQG� WZR�PHQ�DUH� VWDQGLQJ�D� IHZ�IHHW�DZD\� IURP� WKH
RSHQ�WUDFN�SLW��ZKHQ�DOO�RI�D�VXGGHQ�RQH�RI�WKH�PHQ�UHDFKHV�IRUZDUG�DQG�VKRYHV�WKH�ZRPDQ�E\�KHU
VKRXOGHUV��6KH�VWDJJHUV�EDFNZDUGV��ORVHV�KHU�IRRWLQJ��DQG�VWDUWV�WR�IDOO�WRZDUG�WKH�SLW��7KH�RWKHU�PDQ
UHDFKHV�RXW�WR�FDWFK�KHU�EXW�KH¶V�WRR�ODWH²LQWR�WKH�SLW�VKH�JRHV��,Q�DQ�LQVWDQW�KH�UHDFWV��%XW�LQVWHDG�RI
UHDFKLQJ�GRZQ�WR�SXOO�WKH�ZRPDQ�WR�VDIHW\�EHIRUH�D�WUDLQ�DUULYHV�WR�FUXVK�KHU��WKH�ZRXOG�EH�UHVFXHU
WXUQV�RQ�KLV�KHHOV�DQG�FROG�FRFNV� WKH�SHUSHWUDWRU�� ,W¶V�D�PDJQLILFHQW� URXQGKRXVH�EORZ�ULJKW�RXW�RI�D
+ROO\ZRRG�PRYLH� WKDW� VQDSV� WKH�SHUSHWUDWRU¶V� KHDG�EDFN�ZLWK� WKH� VZHHW� FUDVK�RI� ILVW� DJDLQVW� FKLQ�
6DWLVILHG�ZLWK� WKLV�DFW�RI� UHYHQJH�� WKH�UHVFXHU�VWHSV�EDFN�DQG�SDXVHV�IRU�D�PRPHQW�� WKHQ�DSSHDUV� WR
UHPHPEHU�ZKDW�QHHGV�WR�EH�GRQH�QH[W��GDVKHV�RYHU�WR�WKH�SLW��DQG�SXOOV�WKH�ZRPDQ�WR�VDIHW\��+H�VD\V
VRPHWKLQJ�WR�KHU�WKDW�DSSHDUV�UHDVVXULQJ��DQG�WKHQ�WDNHV�RII�DIWHU�WKH�SHUSHWUDWRU��ZKR�KDG�EHDW�D�KDVW\
UHWUHDW�WKURXJK�DQ�RSHQ�GRRU��7KH�HQWLUH�LQFLGHQW�WDNHV�WZHQW\�VHFRQGV��DQG�\RX�FDQ�VHH�LW�\RXUVHOI�LQ�D
YLUDO� YLGHR� WKDW� LQFOXGHV� D� QXPEHU� RI� KHURLF� UHVFXHV���� ,Q� WKDW� EULHI�PRPHQW²WRR� VKRUW� D� VSDQ� IRU
UDWLRQDO� FDOFXODWLRQ²D� FRQIOLFW� RI� SXUH� HPRWLRQDO� PRUDOLW\� XQIROGV� EHWZHHQ� UHYHQJH� DQG� UHVFXH�
KXUWLQJ�DQG�KHOSLQJ��,Q�D�IODVK�WZR�QHXUDO�QHWZRUNV�LQ�WKH�UHVFXHU¶V�EUDLQ�ODXQFKHG�LQWR�DFWLRQ²KHOS�D
IHOORZ�KXPDQ� LQ� WURXEOH�RU�SXQLVK� WKH�SHUVRQ�ZKR�FDXVHG� WKH� WURXEOH��:KDW¶V� D�PRUDOO\�PRWLYDWHG



SULPDWH� WR� GR"� ,Q� WKLV� FDVH�� WKH� UHVFXHU� KDG� WLPH� WR� GR� ERWK� DV� QR� WUDLQ� DUULYHG� WR� GHUDLO� KLV
SUREOHPDWLF�ILUVW�FKRLFH�WR�DYHQJH�WKH�ZRPDQ¶V�PDOWUHDWPHQW��5HYHQJH�LV�VZHHW�DQG�VR�LV�UHVFXH��,W
GRHVQ¶W�DOZD\V�ZRUN�RXW�VR�ZHOO�

7KLV� YLJQHWWH� ZHOO� LOOXVWUDWHV� RXU� PXOWLIDFHWHG� PRUDO� QDWXUH� WKDW� HYROYHG� WR� VROYH� VHYHUDO
SUREOHPV�DW�RQFH�LQ�RXU�DQFHVWUDO�HQYLURQPHQW²EH�QLFH�WR�WKRVH�ZKR�KHOS�XV�DQG�RXU�NLQ�DQG�NLQG�
SXQLVK�WKRVH�ZKR�KXUW��(YLGHQFH�WKDW�WKHVH�PRUDO�HPRWLRQV�DUH�GHHSO\�HQWUHQFKHG�LQ�KXPDQ�QDWXUH�PD\
EH� IRXQG� LQ� D� VHULHV� RI� H[SHULPHQWV� ZLWK� EDELHV�� VXFFLQFWO\� V\QWKHVL]HG� LQ� WKH� SV\FKRORJLVW� 3DXO
%ORRP¶V�ERRN�-XVW�%DELHV��7KH�2ULJLQV�RI�*RRG�DQG�(YLO����7HVWLQJ�WKH�WKHRU\�WKDW�ZH�KDYH�DQ�LQQDWH
PRUDO� VHQVH� DV� SURSRVHG� E\� VXFK� (QOLJKWHQPHQW� WKLQNHUV� DV� $GDP� 6PLWK� DQG� 7KRPDV� -HIIHUVRQ�
%ORRP�SURYLGHV�H[SHULPHQWDO�HYLGHQFH�WKDW�³RXU�QDWXUDO�HQGRZPHQWV´�LQFOXGH�³D�PRUDO�VHQVH²VRPH
FDSDFLW\� WR� GLVWLQJXLVK� EHWZHHQ� NLQG� DQG� FUXHO� DFWLRQV�� HPSDWK\� DQG� FRPSDVVLRQ²VXIIHULQJ� DW� WKH
SDLQ�RI�WKRVH�DURXQG�XV�DQG�WKH�ZLVK�WR�PDNH�WKLV�SDLQ�JR�DZD\��D�UXGLPHQWDU\�VHQVH�RI�IDLUQHVV²D
WHQGHQF\�WR�IDYRU�HTXDO�GLYLVLRQV�RI�UHVRXUFHV��D�UXGLPHQWDU\�VHQVH�RI�MXVWLFH²D�GHVLUH�WR�VHH�JRRG
DFWLRQV� UHZDUGHG� DQG� EDG� DFWLRQV� SXQLVKHG�´��� &RQVLGHU� DQ� H[SHULPHQW� FRQGXFWHG� LQ� %ORRP¶V� ODE
ZLWK�D�RQH�\HDU�ROG�EDE\�ZKR�ZDWFKHG�D�SXSSHW�VKRZ�LQ�ZKLFK�RQH�SXSSHW�UROOV�D�EDOO�WR�D�VHFRQG
SXSSHW��ZKR�SDVVHV�WKH�EDOO�EDFN�WR�LW��7KH�ILUVW�SXSSHW�WKHQ�UROOV�WKH�EDOO�WR�D�GLIIHUHQW�SXSSHW��ZKR
UXQV�RII�ZLWK�WKH�EDOO��1H[W��WKH�³QLFH´�DQG�WKH�³QDXJKW\´�SXSSHWV�DUH�SODFHG�EHIRUH�WKH�EDE\��DORQJ
ZLWK�D�WUHDW�LQ�IURQW�RI�HDFK��WKH�EDE\�LV�WKHQ�JLYHQ�WKH�FKRLFH�RI�ZKLFK�SXSSHW�WR�WDNH�WKH�WUHDW�DZD\
IURP��$V�%ORRP�SUHGLFWHG��WKH�LQIDQW�UHPRYHG�WKH�WUHDW�IURP�WKH�QDXJKW\�SXSSHW²ZKLFK�LV�ZKDW�PRVW
EDELHV� GR� LQ� WKLV� H[SHULPHQWDO� SDUDGLJP²EXW� IRU� WKLV� OLWWOH� PRUDOLVW�� UHPRYLQJ� D� SRVLWLYH
UHLQIRUFHPHQW��WKH�WUHDW��ZDV�QRW�HQRXJK��,Q�KLV�LQFKRDWH�PRUDO�PLQG��SXQLVKPHQW�ZDV�FDOOHG�IRU��DV
%ORRP�UHFRXQWV��³7KH�ER\�WKHQ�OHDQHG�RYHU�DQG�VPDFNHG�WKLV�SXSSHW�RQ�WKH�KHDG�´��

1XPHURXV� SHUPXWDWLRQV� RQ� WKLV� UHVHDUFK� SDUDGLJP� �VXFK� DV� D� SXSSHW� WU\LQJ� WR� UROO� D� EDOO� XS� D
UDPS��IRU�ZKLFK�DQRWKHU�SXSSHW�HLWKHU�KHOSV�RU�KLQGHUV�LW��VKRZ�WLPH�DQG�DJDLQ�WKDW�WKH�PRUDO�VHQVH�RI
ULJKW��SUHIHUULQJ�KHOSLQJ�SXSSHWV��DQG�ZURQJ��DEMXULQJ�KXUWLQJ�SXSSHWV��HPHUJHV�DV�HDUO\�DV�WKUHH�WR
WHQ� PRQWKV� RI� DJH²IDU� WRR� HDUO\� WR� DWWULEXWH� WR� OHDUQLQJ� DQG� FXOWXUH���� <RXQJ� FKLOGUHQ� ZKR� DUH
H[SRVHG�LQ�D�ODERUDWRU\�WR�DQ�DGXOW�H[SHULHQFLQJ�SDLQ²WKH�H[SHULPHQWHU�JHWWLQJ�KHU�ILQJHU�FDXJKW�LQ�D
FOLSERDUG�� VD\�� RU� WKH� FKLOG¶V�PRWKHU� EDQJLQJ� KHU� NQHH²W\SLFDOO\� UHVSRQG� E\� VRRWKLQJ� WKH� LQMXUHG
SDUW\��7RGGOHUV�ZKR�VHH�DGXOWV�VWUXJJOLQJ�WR�RSHQ�D�GRRU�EHFDXVH�WKHLU�DUPV�DUH�IXOO��RU�WR�SLFN�XS�DQ
RXW�RI�UHDFK� REMHFW�� ZLOO� VSRQWDQHRXVO\� KHOS� ZLWKRXW� DQ\� SURPSWLQJ� IURP� WKH� DGXOWV� LQ� TXHVWLRQ���
$QRWKHU�H[SHULPHQW�LQYROYHG�WKUHH�\HDU�ROG�FKLOGUHQ�ZKR�ZHUH�DVNHG��³&DQ�\RX�KDQG�PH�WKH�FXS�VR
WKDW� ,� FDQ� SRXU� WKH� ZDWHU"´� EXW� WKH� FXS� LQ� TXHVWLRQ� ZDV� EURNHQ�� 5HPDUNDEO\�� WKH� \RXQJVWHUV
VSRQWDQHRXVO\�ZHQW�LQ�VHDUFK�RI�DQ�LQWDFW�FXS�WR�KHOS�WKH�H[SHULPHQWHU�FRPSOHWH�WKH�WDVN���

+RZHYHU��FKLOGUHQ�DUH�QRW�DOZD\V�VR�EHQHILFHQW��SDUWLFXODUO\�ZLWK�RWKHU�FKLOGUHQ��ZLWK�ZKRP�WKH\
FOHDUO\�VKRZ�DZDUHQHVV�RI�DQ�XQHTXDO�GLVWULEXWLRQ�RI�UHZDUGV�DIWHU�D�VKDUHG�WDVN��LQ�WKLV�FDVH�D�FDQG\
WUHDW���EXW�DUH�QRW�DOZD\V�VR�HDJHU�WR�XQVHOILVKO\�ULJKW�WKH�ZURQJ�E\�UHGLVWULEXWLQJ�WKH�ZHDOWK����%XW�DV
FKLOGUHQ�JHW�ROGHU²IURP�WKUHH�WR�IRXU�\HDU�ROGV�WR�VHYHQ�WR�HLJKW�\HDU�ROGV²WKH\�DUH�QRW�RQO\�PRUH
DZDUH�RI�DQ�XQHTXDO�DQG�XQIDLU�GLVWULEXWLRQ�RI�FDQG\��WKH\�DUH�DOVR�PRUH�OLNHO\�WR�JLYH�DZD\�WKH�H[WUD
XQHDUQHG�WUHDW�����SHUFHQW�RI�WKH�WKUHH�WR�IRXU�\HDU�ROGV�GLG��FRPSDUHG�WR����SHUFHQW�RI�WKH�VHYHQ�WR�
HLJKW�\HDU�ROGV���VKRZLQJ�WKDW�ZKLOH�WKH�PRUDO�VHQVH�LV�LQERUQ�DQG�LQVWLQFWLYH��LW�LV�D�FDSDFLW\�WKDW�FDQ
EH� WXQHG� E\� OHDUQLQJ� DQG� FXOWXUH� DQG� EURXJKW� WR� EHDU� �RU� QRW�� LQ� GLIIHUHQW� HQYLURQPHQWV� WKDW� HLWKHU
HQFRXUDJH�RU�GLVFRXUDJH�KHOSLQJ�RU�KXUWLQJ�EHKDYLRU���



$V�ZHOO�� UHVHDUFK�ZLWK� LQIDQWV� VKRZV� KRZ� HDUO\� LQ� OLIH� [HQRSKRELD� WDNHV� URRW��%DELHV� EHFRPH
ZDU\� RI� VWUDQJHUV�� RU� DQ\RQH� ZKR� GRHVQ¶W� ORRN� OLNH� PHPEHUV� RI� WKHLU� IDPLO\� RQ� ZKRP� WKH\¶YH
LPSULQWHG�� DW� D� YHU\� HDUO\� VWDJH²GD\V�� LQ� IDFW�� ,Q� RQH� H[SHULPHQW�� WKUHH�GD\�ROG� QHZERUQV� ZHUH
GRQQHG�ZLWK�KHDGSKRQHV�DQG�VSHFLDO�SDFLILHUV�WKDW�DOORZHG�WKHP�WR�SLFN�DXGLR�WUDFNV�EDVHG�RQ�KRZ
UDSLGO\�WKH\�VXFNHG�RQ�WKHP��7KHVH�LQIDQWV�QRW�RQO\�ILJXUHG�RXW�WKH�FRQQHFWLRQ�EHWZHHQ�VXFNLQJ�DQG
PXVLF�VHOHFWLRQV��EXW�DOVR�ZHUH�DEOH�WR�WUDQVIHU�WKDW�OHDUQHG�VNLOO�WR�VHOHFWLQJ�D�SDVVDJH�UHDG�WR�WKHP
IURP�D�'U��6HXVV�ERRN�E\�WKHLU�PRWKHU�UDWKHU�WKDQ�D�VWUDQJHU��)RU�QHZERUQV�JLYHQ�WKH�RSWLRQ�WR�VHOHFW
DPRQJ� ODQJXDJHV�EHLQJ� VSRNHQ�� UHVXOWV� VKRZHG� WKDW� ³5XVVLDQ�EDELHV�SUHIHU�5XVVLDQ��)UHQFK�EDELHV
SUHIHU� )UHQFK�� DQG� $PHULFDQ� EDELHV� SUHIHU� (QJOLVK�� DQG� VR� RQ�´� DQG� HYHQ�PRUH� UHPDUNDEO\�� VD\V
%ORRP��³7KLV�HIIHFW�VKRZV�XS�PHUH�PLQXWHV�DIWHU�ELUWK��VXJJHVWLQJ�WKDW�EDELHV�ZHUH�EHFRPLQJ�IDPLOLDU
ZLWK�WKRVH�PXIIOHG�VRXQGV�WKDW�WKH\�KHDUG�LQ�WKH�ZRPE�´

7KLV� UHVHDUFK� FRQILUPV� D� FODVVLF� H[SHULPHQW� IURP� WKH� ����V� FRQGXFWHG� E\� D� WKLUG�JUDGH
VFKRROWHDFKHU�QDPHG�-DQH�(OOLRWW�RQ�KHU�FODVV�LQ�WKH�VPDOO��DOO�ZKLWH�UXUDO�WRZQ�RI�5LFHYLOOH��,RZD�
(OOLRWW�EHJDQ�KHU�H[SHULPHQW�E\�GLYLGLQJ�KHU�FODVV�LQWR�WZR�JURXSV�E\�H\H�FRORU²EOXH�DQG�EURZQ²
WKHQ� SUHVHQWHG� WKH� NLGV� ZLWK� H[DPSOHV� RI� EOXH�H\HG� JRRG� SHRSOH� DQG� EURZQ�H\HG� EDG� SHRSOH�� ,Q
DGGLWLRQ�� WKH�EOXH�H\HG�NLGV� LQ� WKH�FODVV�ZHUH� WROG� WKDW� WKH\�ZHUH� VXSHULRU�DQG�ZHUH�JLYHQ� VSHFLDO
SULYLOHJHV�� ZKLOH� WKH� EURZQ�H\HG� NLGV� ZHUH� FDOOHG� LQIHULRU� DQG� WUHDWHG� DV� VHFRQG�FODVV� FLWL]HQV�
$OPRVW� LPPHGLDWHO\�D�VRFLDO�GLYLVLRQ�IROORZHG� WKH�SK\VLFDO�FODVVLILFDWLRQ��7KH�EOXH�H\HG�NLGV�TXLW
SOD\LQJ�ZLWK� WKH� EURZQ�H\HG�NLGV��ZLWK� VRPH�RI� WKH� VWXGHQWV� HYHQ� VXJJHVWLQJ� WR�(OOLRWW� WKDW� VFKRRO
RIILFLDOV�VKRXOG�EH�DOHUWHG�WR�WKH�SRWHQWLDO�FULPLQDO�EHKDYLRU�RI�EURZQ�H\HG�\RXQJVWHUV��:KHQ�D�ILJKW
EURNH� RXW� EHWZHHQ� D� EOXH�H\HG� DQG� D� EURZQ�H\HG� ER\�� WKH� ODWWHU� MXVWLILHG� KLV� DJJUHVVLYH� DFWLRQV
WKXVO\��³+H�FDOOHG�PH�EURZQ�H\HV��OLNH�EHLQJ�D�EODFN�SHUVRQ��OLNH�D�1HJUR�´�%\�WKH�VHFRQG�GD\�RI�WKH
H[SHULPHQW�� WKH�EURZQ�H\HG�FKLOGUHQ� DOUHDG\� VWDUWHG� WR� VKRZ�VLJQV�RI�SRRUHU�SHUIRUPDQFH� LQ� FODVV
DQG�GHVFULEHG�WKHPVHOYHV�DV�IHHOLQJ�³VDG�´�³EDG�´�³VWXSLG�´�DQG�³PHDQ�´

$V� D� FRQWURO�� WKH� QH[W� GD\� 0UV�� (OOLRWW� UHYHUVHG� WKH� FRQGLWLRQV�� H[SODLQLQJ� WKDW� VKH� KDG� EHHQ
PLVWDNHQ�DQG�WKDW��LQ�IDFW��LW�ZDV�WKH�EURZQ�H\HG�FKLOGUHQ�ZKR�ZHUH�VXSHULRU��DQG�WKH�EOXH�H\HG�NLGV
ZKR�ZHUH�LQIHULRU��-XVW�DV�TXLFNO\�WKH�VHOI��DQG�RWKHU�SHUFHSWLRQV�ZHUH�UHYHUVHG��ZLWK�WKH�³KDSS\�´
³JRRG�´�³VZHHW�´�DQG�³QLFH´�ODEHOV�SUHYLRXVO\�XVHG�E\�WKH�EOXH�H\HG�FKLOGUHQ�WR�GHVFULEH�WKHPVHOYHV
QRZ� DGRSWHG� E\� WKH� EURZQ�H\HG� FKLOGUHQ�� ³:KDW� KDG� EHHQ� PDUYHORXVO\� FRRSHUDWLYH�� WKRXJKWIXO
FKLOGUHQ�EHFDPH�QDVW\�� YLFLRXV�� GLVFULPLQDWLQJ� OLWWOH� WKLUG�JUDGHUV�´�0UV��(OOLRWW� H[SODLQHG�� ³,W�ZDV
JKDVWO\�´��

%ORRP¶V�FRQFOXVLRQ�DERXW�PRUDOLW\�IURP�WKLV�VL]DEOH�ERG\�RI�UHVHDUFK�VXSSRUWV�ZKDW�,�VDZ�LQ�WKH
YLGHR�YLJQHWWH�IURP�WKH�VXEZD\��³LW�HQWDLOV�FHUWDLQ�IHHOLQJV�DQG�PRWLYDWLRQV��VXFK�DV�D�GHVLUH�WR�KHOS
RWKHUV�LQ�QHHG��FRPSDVVLRQ�IRU�WKRVH�LQ�SDLQ��DQJHU�WRZDUGV�WKH�FUXHO��DQG�JXLOW�DQG�SULGH�DERXW�RXU
RZQ�VKDPHIXO�DQG�NLQG�DFWLRQV�´���2I�FRXUVH��VRFLHW\¶V�ODZV�DQG�FXVWRPV�FDQ�WXUQ�WKH�PRUDO�GLDOV�XS
RU�GRZQ��EXW�QDWXUH�HQGRZHG�XV�ZLWK�WKH�GLDOV�LQ�WKH�ILUVW�SODFH��,W¶V�DV�9ROWDLUH�VDLG��³0DQ�LV�ERUQ
ZLWKRXW� SULQFLSOHV�� EXW�ZLWK� WKH� IDFXOW\� RI� UHFHLYLQJ� WKHP��+LV� QDWXUDO� GLVSRVLWLRQ�ZLOO� LQFOLQH� KLP
HLWKHU�WR�FUXHOW\�RU�NLQGQHVV��KLV�XQGHUVWDQGLQJ�ZLOO�LQ�WLPH�LQIRUP�KLP�WKDW�WKH�VTXDUH�RI�WZHOYH�LV�D
KXQGUHG�DQG�IRUW\�IRXU��DQG�WKDW�KH�RXJKW�QRW�WR�GR�WR�RWKHUV�ZKDW�KH�ZRXOG�QRW�WKDW�RWKHUV�VKRXOG�GR�WR
KLP�´��
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7KH� ORJLF� RI� RXU� PRUDO� HPRWLRQV� KDV� EHHQ� ZRUNHG� RXW� E\� JDPH� WKHRULVWV� LQ� WKH� DIRUHPHQWLRQHG
3ULVRQHU¶V�'LOHPPD�SDUDGLJP��+HUH¶V� WKH�VFHQDULR��<RX�DQG�\RXU�SDUWQHU�DUH�DUUHVWHG� IRU�D�FULPH�
DQG�\RX�DUH�KHOG�LQFRPPXQLFDGR�LQ�VHSDUDWH�SULVRQ�FHOOV��1HLWKHU�RI�\RX�ZDQWV�WR�FRQIHVV�RU�UDW�RQ
WKH�RWKHU��EXW�WKH�'$�JLYHV�HDFK�RI�\RX�WKH�IROORZLQJ�RSWLRQV�

���,I�\RX�FRQIHVV�EXW�WKH�RWKHU�SULVRQHU�GRHV�QRW��\RX�JR�IUHH�DQG�KH�JHWV�WKUHH�\HDUV�LQ�MDLO�
���,I�WKH�RWKHU�SULVRQHU�FRQIHVVHV�DQG�\RX�GR�QRW��\RX�JHW�WKUHH�\HDUV�DQG�KH�JRHV�IUHH�
���,I�\RX�ERWK�FRQIHVV��\RX�HDFK�JHW�WZR�\HDUV�
���,I�\RX�ERWK�UHPDLQ�VLOHQW��\RX�HDFK�JHW�D�\HDU�

)LJXUH������FDOOHG�D�JDPH�PDWUL[��VXPPDUL]HV�WKH�IRXU�RXWFRPHV�
:LWK�WKRVH�RXWFRPHV��WKH�ORJLFDO�FKRLFH�LV�WR�GHIHFW�DQG�EHWUD\�\RXU�SDUWQHU��:K\"�&RQVLGHU�WKH

FKRLFHV�IURP�WKH�ILUVW�SULVRQHU¶V�SRLQW�RI�YLHZ��7KH�RQO\�WKLQJ�WKH�ILUVW�SULVRQHU�FDQQRW�FRQWURO�DERXW
WKH�RXWFRPH� LV� WKH� VHFRQG�SULVRQHU¶V�FKRLFH��6XSSRVH� WKH� VHFRQG�SULVRQHU� UHPDLQV� VLOHQW��7KHQ� WKH
ILUVW�SULVRQHU�HDUQV� WKH�³WHPSWDWLRQ´�SD\RII��]HUR�\HDUV� LQ� MDLO��E\�FRQIHVVLQJ�EXW�JHWV�D�\HDU� LQ� MDLO
�WKH� ³KLJK´�SD\RII�� E\� UHPDLQLQJ� VLOHQW��7KH�EHWWHU� RXWFRPH� LQ� WKLV� FDVH� IRU� WKH� ILUVW� SULVRQHU� LV� WR
FRQIHVV��%XW�VXSSRVH��LQVWHDG��WKDW�WKH�VHFRQG�SULVRQHU�FRQIHVVHV��7KHQ��RQFH�DJDLQ��WKH�ILUVW�SULVRQHU
LV�EHWWHU�RII�FRQIHVVLQJ� �WKH�³ORZ´�SD\RII��RU� WZR�\HDUV� LQ� MDLO�� WKDQ� UHPDLQLQJ�VLOHQW� �WKH�³VXFNHU´
SD\RII��RU� WKUHH�\HDUV� LQ� MDLO���%HFDXVH� WKH�FLUFXPVWDQFHV�IURP�WKH�VHFRQG�SULVRQHU¶V�SRLQW�RI�YLHZ
DUH�HQWLUHO\�V\PPHWULFDO�WR�WKH�RQHV�GHVFULEHG�IRU�WKH�ILUVW��HDFK�SULVRQHU�LV�EHWWHU�RII�FRQIHVVLQJ�QR
PDWWHU�ZKDW�WKH�RWKHU�SULVRQHU�GHFLGHV�WR�GR�

)LJXUH������3ULVRQHU¶V�'LOHPPD

7KRVH�SUHIHUHQFHV�DUH�QRW�RQO\� WKHRUHWLFDO��:KHQ� WHVW� VXEMHFWV�SOD\� WKH�JDPH� MXVW�RQFH�RU� IRU�D
IL[HG� QXPEHU� RI� URXQGV� ZLWKRXW� EHLQJ� DOORZHG� WR� FRPPXQLFDWH�� GHIHFWLRQ� E\� FRQIHVVLQJ� LV� WKH
FRPPRQ�VWUDWHJ\��%XW�ZKHQ�WHVWHUV�SOD\�WKH�JDPH�IRU�DQ�XQNQRZQ�QXPEHU�RI�URXQGV��WKH�PRVW�FRPPRQ



VWUDWHJ\� LV� WLW� IRU� WDW�� HDFK� EHJLQV� FRRSHUDWLQJ� ZLWK� WKH� SULRU� DJUHHPHQW� E\� UHPDLQLQJ� VLOHQW�� WKHQ
PLPLFV�ZKDWHYHU�WKH�RWKHU�SOD\HU�GRHV��(YHQ�PRUH�PXWXDO�FRRSHUDWLRQ�FDQ�HPHUJH�LQ�D�PDQ\�SHUVRQ
SULVRQHU¶V�GLOHPPD��SURYLGHG� WKH�SOD\HUV� DUH� DOORZHG� WR�SOD\� HQRXJK� UHSHDWHG� URXQGV� WR� HVWDEOLVK
PXWXDO�WUXVW��%XW�WKH�UHVHDUFK�VKRZV�WKDW�RQFH�GHIHFWLRQ�E\�FRQIHVVLQJ�EXLOGV�PRPHQWXP��LW�FDVFDGHV
WKURXJKRXW�WKH�JDPH�

,Q�DQ�DQDO\VLV�IRU�6FLHQWLILF�$PHULFDQ�,�ZRUNHG�RXW�WKH�JDPH�PDWUL[�G\QDPLFV�RI�ZK\�SURIHVVLRQDO
DWKOHWHV�XVH�SHUIRUPDQFH�HQKDQFLQJ�GUXJV��DQG�LQ�SDUWLFXODU�ZK\�F\FOLVWV�GRSH����,Q�F\FOLQJ��DV�LQ�DQ\
VSRUW��WKH�FRQWHVWDQWV�FRPSHWH�DFFRUGLQJ�WR�D�VHW�RI�UXOHV��7KH�UXOHV�RI�F\FOLQJ�FOHDUO\�SURKLELW�WKH�XVH
RI� SHUIRUPDQFH�HQKDQFLQJ� GUXJV�� %XW� EHFDXVH� WKH� GUXJV� DUH� VR� HIIHFWLYH� DQG�PDQ\� RI� WKHP� DUH� VR
GLIILFXOW��LI�QRW�LPSRVVLEOH��WR�GHWHFW��DQG�EHFDXVH�WKH�SD\RIIV�IRU�VXFFHVV�DUH�VR�JUHDW��WKH�LQFHQWLYH
WR�XVH�EDQQHG�VXEVWDQFHV�LV�SRZHUIXO��2QFH�D�IHZ�HOLWH�ULGHUV�GHIHFW�IURP�WKH�UXOHV�E\�GRSLQJ�WR�JDLQ
DQ�DGYDQWDJH��WKHLU�UXOH�DELGLQJ�FRPSHWLWRUV�IHHO�WKH�QHHG�WR�GHIHFW�DV�ZHOO²HYHQ�LI�WKH\�GRQ¶W�ZDQW
WR²OHDGLQJ� WR� D� FDVFDGH� RI� GHIHFWLRQ� WKURXJK� WKH� UDQNV��%HFDXVH� RI� WKH� SHQDOWLHV� IRU� EUHDNLQJ� WKH
UXOHV��KRZHYHU��D�FRGH�RI�VLOHQFH�SUHYHQWV�DQ\�RSHQ�FRPPXQLFDWLRQ�DERXW�KRZ�WR�UHYHUVH�WKH�WUHQG
DQG�UHWXUQ�WR�DELGLQJ�E\�WKH�UXOHV��)LJXUHV�����DQG����� VKRZ�WKH�JDPH�PDWULFHV� WKDW� IDYRU�FKHDWLQJ
DQG�WKDW�IDYRU�SOD\LQJ�E\�WKH�UXOHV�

,Q�JDPH�WKHRU\�� LI�QR�SOD\HU�KDV�DQ\WKLQJ�WR�JDLQ�E\�XQLODWHUDOO\�FKDQJLQJ�VWUDWHJLHV�� WKH�JDPH�LV
VDLG�WR�EH�LQ�D�1DVK�HTXLOLEULXP��7KH�FRQFHSW�ZDV�GHYHORSHG�E\�WKH�PDWKHPDWLFLDQ�-RKQ�)RUEHV�1DVK
-U���ZKR�ZDV�SRUWUD\HG�LQ�WKH�ILOP�$�%HDXWLIXO�0LQG��7R�HQG�FKHDWLQJ�LQ�VSRUWV�WKH�GRSLQJ�JDPH�PXVW
EH�UHVWUXFWXUHG�VR�WKDW�FRPSHWLQJ�FOHDQ�LV�LQ�D�1DVK�HTXLOLEULXP��7KDW�LV��WKH�JRYHUQLQJ�ERGLHV�RI�HDFK
VSRUW�PXVW�FKDQJH� WKH�SD\RII�YDOXHV�RI� WKH�H[SHFWHG�RXWFRPHV� LGHQWLILHG� LQ� WKH�DELGLQJ�E\�WKH�UXOHV
PDWUL[�� )LUVW�� ZKHQ� RWKHU� SOD\HUV� DUH� SOD\LQJ� E\� WKH� UXOHV�� WKH� SD\RII� IRU� GRLQJ� OLNHZLVH� PXVW� EH
JUHDWHU�WKDQ�WKH�SD\RII�IRU�FKHDWLQJ��6HFRQG��DQG�SHUKDSV�PRUH�LPSRUWDQWO\��HYHQ�ZKHQ�RWKHU�SOD\HUV
DUH�FKHDWLQJ��WKH�SD\RII�IRU�SOD\LQJ�IDLU�PXVW�EH�JUHDWHU�WKDQ�WKH�SD\RII�IRU�FKHDWLQJ��3OD\HUV�PXVW�QRW
IHHO�OLNH�VXFNHUV�IRU�IROORZLQJ�WKH�UXOHV��,Q�WKH�JDPH�RI�3ULVRQHU¶V�'LOHPPD��ORZHULQJ�WKH�WHPSWDWLRQ
WR� FRQIHVV� DQG� UDLVLQJ� WKH� SD\RII� IRU� NHHSLQJ� VLOHQW� LI� WKH� RWKHU� SULVRQHU� FRQIHVVHV� LQFUHDVHV
FRRSHUDWLRQ�� *LYLQJ� SOD\HUV� WKH� FKDQFH� WR� FRPPXQLFDWH� EHIRUH� WKH\� SOD\� WKH� JDPH� LV� WKH� PRVW
HIIHFWLYH�ZD\�WR�LQFUHDVH�WKHLU�FRRSHUDWLRQ��,Q�VSRUWV��WKDW�PHDQV�EUHDNLQJ�WKH�FRGH�RI�VLOHQFH��7KDW
ZLOO�VKRZ�HDFK�SOD\HU�WKDW�WKH�SD\RII�IRU�SOD\LQJ�IDLU�LV�JUHDWHU�WKDQ�WKH�SD\RII�IRU�FKHDWLQJ��QR�PDWWHU
ZKDW�WKH�RWKHU�SOD\HUV�GR�



)LJXUH������3ULVRQHU¶V�'LOHPPD�0DWUL[�IRU�&KHDWLQJ
7KH�&KHDWLQJ�0DWUL[�DVVXPSWLRQV��9DOXH�RI�ZLQQLQJ�WKH�7RXU�GH�)UDQFH������PLOOLRQ��/LNHOLKRRG�WKDW�D�GRSLQJ�ULGHU�ZLOO�ZLQ�WKH�7RXU�GH
)UDQFH�DJDLQVW�QRQGRSLQJ�FRPSHWLWRUV������SHUFHQW��9DOXH�RI�F\FOLQJ�SURIHVVLRQDOO\�IRU�D�\HDU�ZKHQ�WKH�SOD\LQJ�ILHOG�LV�OHYHO�����PLOOLRQ�
&RVW�RI�JHWWLQJ�FDXJKW�FKHDWLQJ��SHQDOWLHV�DQG�ORVW�LQFRPH������PLOOLRQ��/LNHOLKRRG�RI�JHWWLQJ�FDXJKW�FKHDWLQJ�����SHUFHQW��&RVW�RI�JHWWLQJ
FXW� IURP�D� WHDP��IRUJRQH�HDUQLQJV�DQG� ORVV�RI�VWDWXV������PLOOLRQ��/LNHOLKRRG� WKDW�D�QRQGRSLQJ�ULGHU�ZLOO�JHW�FXW� IURP�D� WHDP�IRU�EHLQJ
QRQFRPSHWLWLYH�� ��� SHUFHQW��8QGHU� WKHVH� FRQGLWLRQV�� LQ� FDVH� �� LQ�ZKLFK�P\� RSSRQHQW� DELGHV� E\� WKH� UXOHV� �KH� ³FRRSHUDWHV´��� LI� ,� DOVR
FRRSHUDWH�E\�QRW�GRSLQJ�� WKH�SOD\LQJ�ILHOG�LV� OHYHO�DQG�WKHUH� LV�DQ�H[SHFWHG�SD\RII�RI����PLOOLRQ��%XW� LI�,�FKHDW�E\�GRSLQJ�DQG�GRQ¶W�JHW
FDXJKW��WKHQ�,�VWDQG�WR�PDNH������PLOOLRQ������PLOOLRQ�î����SHUFHQW�í������PLOOLRQ���ZKLFK�LV�PRUH� WKDQ����PLOOLRQ��VR�,�VKRXOG�FKHDW�� ,Q
FDVH����LQ�ZKLFK�P\�RSSRQHQW�FKHDWV�E\�GRSLQJ��LI�,�SOD\�E\�WKH�UXOHV�,¶P�D�VXFNHU�DQG�ORVH������PLOOLRQ��EXW�LI�,�DOVR�FKHDW�E\�GRSLQJ�WKHQ
,�WRR�IDFH�WKH�ORZ�SD\RII�DPRXQW�RI������PLOOLRQ��VR�P\�LQFHQWLYH�LV�RQFH�DJDLQ�WR�FKHDW�

)LJXUH������3ULVRQHU¶V�'LOHPPD�0DWUL[�IRU�$ELGLQJ�E\�WKH�5XOHV
7KH�3OD\LQJ�E\�WKH�5XOHV�0DWUL[�DVVXPSWLRQV��1HZ��KLJKHU�FRVW�RI�JHWWLQJ�FDXJKW�FKHDWLQJ��SHQDOWLHV�DQG�ORVW�LQFRPH������PLOOLRQ��1HZ�
KLJKHU�OLNHOLKRRG�RI�JHWWLQJ�FDXJKW�FKHDWLQJ�����SHUFHQW��&RQVHTXHQW�QHZ��ORZHU�OLNHOLKRRG�WKDW�D�QRQGRSLQJ�ULGHU�ZLOO�JHW�FXW�IURP�D�WHDP



IRU�EHLQJ�QRQFRPSHWLWLYH�����SHUFHQW��8QGHU�WKHVH�FRQGLWLRQV��LQ�FDVH����LQ�ZKLFK�P\�RSSRQHQW�DELGHV�E\�WKH�UXOHV��KH�³FRRSHUDWHV´���LI�,
DOVR�FRRSHUDWH�E\�QRW�GRSLQJ��WKH�SOD\LQJ�ILHOG�LV�OHYHO�DQG�WKHUH�LV�DQ�H[SHFWHG�SD\RII�RI����PLOOLRQ��%XW�WKLV�WLPH��LI�,�FKHDW�E\�GRSLQJ
WKHUH¶V� D� ���SHUFHQW� FKDQFH� ,¶OO� JHW� SRSSHG� LQ� D� GUXJ� WHVW�� VR�P\� H[SHFWHG�SD\RII� IRU� FKHDWLQJ� LV� QRZ����PLOOLRQ�PLQXV� WKH� H[SHFWHG
SHQDOW\�IRU�FKHDWLQJ�RI����PLOOLRQ�î����SHUFHQW� �í�����PLOOLRQ��VR�,�VWDQG�WR�ORVH������PLOOLRQ��VR�WKH�LQFHQWLYH�LV�WR�SOD\�E\�WKH�UXOHV��(YHQ
LQ�FDVH����LQ�ZKLFK�P\�RSSRQHQW�GRSHV�DQG�,¶P�D�VXFNHU�IRU�FRRSHUDWLQJ��,�VWLOO�FRPH�RXW�RQ�WRS�ZLWK�D�QHW������PLOOLRQ��FRPSDUHG�WR�P\
DOVR�GRSLQJ�DQG�JHWWLQJ�FDXJKW�DQG�SHQDOL]HG��UHVXOWLQJ�LQ�D�QHW�ORVV�RI������PLOOLRQ��(LWKHU�ZD\��LQ�WKLV�PDWUL[��ZLWK�WKHVH�FRQGLWLRQV��ZH
VKRXOG�DOO�SOD\�E\�WKH�UXOHV�

:KHWKHU� WKLV�KDV�KDSSHQHG� LQ�F\FOLQJ� LV�XQFOHDU��EXW� ,� DP�HQFRXUDJHG�E\� WKH� VWDUWOLQJ�HYHQWV�RI
����� DQG� �����ZKHQ�7\OHU�+DPLOWRQ� EURNH� WKH� FRGH� RI� VLOHQFH� LQ� KLV� ERRN�7KH� 6HFUHW� 5DFH�� DQG
H[SRVHG�WKH�PRVW�VRSKLVWLFDWHG�GRSLQJ�SURJUDP�LQ�WKH�KLVWRU\�RI�VSRUWV��RUFKHVWUDWHG�E\�KLV�WHDPPDWH
/DQFH�$UPVWURQJ��WKH�VHYHQ�WLPH�7RXU�GH�)UDQFH�ZLQQHU��QRZ�VWULSSHG�RI�KLV�WLWOHV�DIWHU�D�WKRURXJK
LQYHVWLJDWLRQ�E\�WKH�86�$QWL�'RSLQJ�$VVRFLDWLRQ����+DPLOWRQ�UHYHDOHG�KRZ�VXFK�DQ�HODERUDWH�V\VWHP
ZDV�PDLQWDLQHG�WKURXJK�D�FRPELQDWLRQ�RI�D�FRGH�RI�VLOHQFH�WKDW�OHG�HYHU\RQH�WR�EHOLHYH�WKDW�HYHU\RQH
HOVH�EHOLHYHG� WKDW�GRSLQJ�ZDV� WKH�QRUP��ZKLFK�ZDV� WKHQ�UHLQIRUFHG�E\� WKH� WKUHDW�RI�SXQLVKPHQW� IRU
VSHDNLQJ� RXW� RU� QRW� FRPSO\LQJ�� 6LQFH� WKHQ� LW� KDV� EHHQ� UHYHDOHG� WKDW�PRVW� DWKOHWHV� ZKR� KDYH� EHHQ
FDXJKW�GRSLQJ�VD\�WKH\�GLGQ¶W�ZDQW�WR�GRSH�EXW�WKDW�WKH\�GLG�VR�RXW�RI�WKH�EHOLHI�WKDW�HYHU\RQH�HOVH�ZDV
GRSLQJ��DQG�RXW�RI�IHDU�RI�UHWDOLDWLRQ�LI�WKH\�GLGQ¶W�GRSH��DQG�ZRUVH�FRQVHTXHQFHV�VWLOO�LI�WKH\�EOHZ�WKH
ZKLVWOH�RQ�WKH�V\VWHP�

$V� IRU� UHDO� SULVRQHUV� ZKR� ILQG� WKHPVHOYHV� LQ� D� 3ULVRQHU¶V� 'LOHPPD�� WKH� DELGLQJ�E\�WKH�UXOHV
PDWUL[� DOVR�GLUHFWV� FULPLQRORJLVWV� DQG�SROLF\PDNHUV� WR� FRQVLGHU�QRW� MXVW� WKH� VL]H�RI� WKH�SHQDOW\� �DV
PRVW�JHW�WRXJK�RQ�FULPH�SROLWLFLDQV�DUH�ZRQW�WR�GR��EXW�WKH�SUREDELOLW\�RI�JHWWLQJ�FDXJKW�DV�D�IDFWRU�DV
ZHOO��7KLV�KDUNHQV�EDFN�WR�WKH�HLJKWHHQWK�FHQWXU\�SKLORVRSKHU�DQG�UHIRUPHU�&HVDUH�%HFFDULD��ZKRVH
�����ZRUN�2Q�&ULPHV�DQG�3XQLVKPHQWV²D�KLJK�ZDWHU�PDUN�RI�WKH�,WDOLDQ�(QOLJKWHQPHQW²ODXQFKHG
WKH�PRYHPHQW�WR�DSSO\�UDWLRQDO�SULQFLSOHV�WR�FULPLQDO�UHIRUP��VXFK�DV�DGMXVWLQJ�WKH�SXQLVKPHQWV�WR�ILW
WKH� FULPHV� �SURSRUWLRQDOLW\�� LQVWHDG� RI�� DV� ZDV� WKH� FXVWRP� RI� WKH� GD\�� WKH� GHDWK� SHQDOW\� IRU� VXFK
RIIHQVHV� DV� SRDFKLQJ�� FRXQWHUIHLWLQJ�� WKHIW�� VRGRP\�� EHVWLDOLW\�� DGXOWHU\�� KRUVH� WKHIW�� EHLQJ� LQ� WKH
FRPSDQ\�RI�*\SVLHV��DQG�WZR�KXQGUHG�RWKHU�FULPHV�DQG�PLVGHPHDQRUV��%HFFDULD�RSSRVHG�WKH�GHDWK
SHQDOW\�RQ�WZR�SULQFLSOHV������VWDWHV�GR�QRW�SRVVHVV�WKH�ULJKW�RYHU�OLIH�DQG�GHDWK��DQG�����LW�GRHVQ¶W
ZRUN� WR�GHWHU� FULPH�EHFDXVH�ZKHQ�ZRXOG�EH�FULPLQDOV� DUH� IDFHG�ZLWK�D�GUDFRQLDQ�EXW� LPSUREDEOH
SHQDOW\�� WKH\� FRQVLGHU� LW� D� ULVN�ZRUWK� WDNLQJ²DQRWKHU� FRVW� RI� GRLQJ� EXVLQHVV�� 7R� WKH� SULQFLSOHV� RI
SURSRUWLRQDO�DQG�SUREDEOH�SXQLVKPHQW��%HFFDULD�DGGHG�WZR�PRUH�3V��FULPLQDO�SURFHHGLQJV�VKRXOG�EH
SURPSW�DQG�SXEOLF�� WKH�ODWWHU�DFWLQJ�DV�D�VLJQDO�WR�RWKHU�ZRXOG�EH�FULPLQDOV��%HFFDULD�ZDV�DQ�HDUO\
JDPH�WKHRULVW�DSSO\LQJ�UDWLRQDO�SULQFLSOHV�ERUQ�RI�(QOLJKWHQPHQW�YDOXHV�DQG�REVHUYDWLRQDO�GDWD�IURP
UHDO�ZRUOG� H[DPSOHV²ZLWK� DQ� HQG� WRZDUG� WLOWLQJ� WKH� PRWLYDWLRQDO� PDWULFHV� WR� LQFHQWLYL]H� WKH
FLWL]HQU\�WR�FRPPLW�IHZHU�FULPHV���

$QRWKHU�(QOLJKWHQPHQW�WKLQNHU�ZH�ZLOO�PHHW�ODWHU�LV�7KRPDV�+REEHV��ZKR�DOVR�SURIIHUHG�D�JDPH
WKHRUHWLF� PRGHO� IRU� KRZ� SHRSOH� DQG� QDWLRQV� LQWHUDFW�� $OO� SROLWLFDO� WKHRULVWV²ERWK� OLEHUDO� DQG
FRQVHUYDWLYH²EHJLQ� ZLWK� D� +REEHVLDQ� SUHPLVH� WKDW� WKH� VWDWH� LV� D� QHFHVVDU\� HYLO� WR� SURWHFW� VHOI�
PRWLYDWHG�LQGLYLGXDOV�IURP�RWKHU�VHOI�PRWLYDWHG�LQGLYLGXDOV��WKLQN�RI�LW�DV�WZR�VXUYLYDO�PDFKLQHV�LQ
'DZNLQV¶V�WKRXJKW�H[SHULPHQW���7KLV�LV�VRPHWLPHV�NQRZQ�DV�WKH�³+REEHVLDQ�WUDS�´�$V�+REEHV�DUJXHG
LQ�KLV�FODVVLF�ZRUN� LQ�SROLWLFDO� WKHRU\�/HYLDWKDQ��ZH�DUH�DOO�PRWLYDWHG� WR� VHHN�SOHDVXUH�DQG�DYRLG
SDLQ��VR�LQHYLWDEO\�WKHUH�ZLOO�EH�FRQIOLFW�ZKHQ�LQWHUHVWV�EHWZHHQ�SHRSOH�RYHUODS��7KLV�OHDGV�WR�WKUHH
IRUPV�RI�³TXDUUHO´��FRPSHWLWLRQ��GLIILGHQFH��IHDU���DQG�JORU\��KRQRU��VWDWXV��



7KH� ILUVW� PDNHWK� PHQ� LQYDGH� IRU� JDLQ�� WKH� VHFRQG�� IRU� VDIHW\�� DQG� WKH� WKLUG�� IRU� UHSXWDWLRQ�� 7KH� ILUVW� XVH� YLROHQFH�� WR� PDNH
WKHPVHOYHV�PDVWHUV� RI� RWKHU�PHQ¶V� SHUVRQV��ZLYHV�� FKLOGUHQ�� DQG� FDWWOH�� WKH� VHFRQG�� WR� GHIHQG� WKHP�� WKH� WKLUG�� IRU� WULIOHV�� DV� D
ZRUG��D�VPLOH��D�GLIIHUHQW�RSLQLRQ��DQG�DQ\�RWKHU�VLJQ�RI�XQGHUYDOXH��HLWKHU�GLUHFW�LQ�WKHLU�SHUVRQV�RU�E\�UHIOHFWLRQ�LQ�WKHLU�NLQGUHG�
WKHLU�IULHQGV��WKHLU�QDWLRQ��WKHLU�SURIHVVLRQ��RU�WKHLU�QDPH���

$V�ZH�VDZ�LQ�WKH�3ULVRQHU¶V�'LOHPPD��IRU�WKHUH�WR�EH�FRRSHUDWLRQ�EHWZHHQ�FRPSHWLQJ�DJHQWV�LQ�D
JDPH��RU�QDWLRQV�LQ�WKH�UHDO�ZRUOG���WKHUH�QHHG�WR�EH�UXOHV��DQG�WKH�UXOHV�PXVW�EH�HQIRUFHG��:LWK�RXU
FRPSOH[�PRUDO�QDWXUH��SHRSOH�QHHG�WR�EH�HQFRXUDJHG�WR�GR�WKH�ULJKW�WKLQJ�DQG�GLVFRXUDJHG�IURP�GRLQJ
WKH�ZURQJ�WKLQJ²WKH�SURYHUELDO�FDUURWV�DQG�VWLFNV��7KH�SV\FKRORJ\�EHKLQG�WKLV� LQWHUDFWLRQ�EHWZHHQ
LQQHU�SV\FKRORJLFDO�VWDWHV�DQG�H[WHUQDO�VRFLDO�FRQGLWLRQV�ZDV�H[SORUHG�E\�WKH�HFRQRPLVWV�(UQVW�)HKU
DQG�6LPRQ�*DFKWHU�LQ�D�VWXG\�RQ�PRUDOLVWLF�SXQLVKPHQW�LQ�ZKLFK�VXEMHFWV�ZHUH�JLYHQ�WKH�RSSRUWXQLW\
WR�SXQLVK�RWKHUV�ZKR�UHIXVHG�WR�FRRSHUDWH�LQ�D�JURXS�DFWLYLW\�WKDW�FDOOV�IRU�DOWUXLVWLF�JLYLQJ��7KH\�XVHG
D�³FRPPRQ�JRRGV´�FRRSHUDWLRQ�JDPH�LQ�ZKLFK�WKH�VXEMHFWV�ZHUH�JLYHQ�PRQH\�WKDW�WKH\�WKHQ�KDG�WKH
RSWLRQ� WR� SXW� LQWR� D� VKDUHG� FRPPRQV� WKDW�ZRXOG� WKHQ� EH�PXOWLSOLHG� ���� WLPHV� DQG� GLYLGHG� HTXDOO\
DPRQJ�DOO�WKH�SOD\HUV��/HW¶V�VD\�WKH�DPRXQW�LV�����DQG�WKHUH�DUH�IRXU�SOD\HUV��,I�HYHU\RQH�SXWV�LQ�WKH
IXOO�WHQ�EXFNV��WKHQ�����î����� ������ZKLFK�ZKHQ�VSOLW�IRXU�ZD\V�HTXDOV�����HDFK��:KHQ�WKLV�LV�GRQH
DQRQ\PRXVO\� WKHUH� LV� D� WHPSWDWLRQ� WR�JDPH� WKH� V\VWHP�E\�SXWWLQJ� LQ� OHVV�PRQH\��/HW¶V� VD\� WKH�RWKHU
WKUHH�SOD\HUV�HDFK�SXW�LQ�WKHLU�IXOO������EXW�,�SXW�LQ�RQO\�����7KH�FRPPRQV�QRZ�KDV�����î����� �������
ZKLFK�GLYLGHG�IRXU�ZD\V�HTXDOV��������HDFK��%XW�,�VWLOO�KDYH�P\�RULJLQDO�����VR�,�QRZ�KDYH��������
6ZHHW��%XW�LW�GRHVQ¶W�WDNH�ORQJ�IRU�WKH�RWKHU�SOD\HUV�WR�FDWFK�RQ�WR�WKH�IDFW�WKDW�VRPHRQH�LV�JDPLQJ�WKH
V\VWHP��DQG�XQGHU�WKHVH�FRQGLWLRQV�FRRSHUDWLRQ�TXLFNO\�EUHDNV�GRZQ�DQG�WKH�DPRXQW�RI�PRQH\�SXW�LQWR
WKH�FRPPRQV�FROODSVHV�

7R� UHPHG\� WKH� IUHH� ULGHU� SUREOHP�� LQ� WKH� VHYHQWK� URXQG� )HKU� DQG� *DFKWHU� LQWURGXFHG� D� QHZ
FRQGLWLRQ� LQ�ZKLFK� FRQWULEXWLRQV� WR� WKH� FRPPRQV�ZHUH� QR� ORQJHU� DQRQ\PRXV� DQG� WKH� SOD\HUV�ZHUH
DOORZHG� WR� SXQLVK� IUHH� ULGHUV� E\� WDNLQJ�PRQH\� IURP� WKHP�� DQG� WKLV� WKH\� GLG�ZLWK� LPSXQLW\�� ZKLFK
LPPHGLDWHO\�WULJJHUHG�D�ULVH�LQ�WKH�OHYHOV�RI�FRRSHUDWLRQ�DQG�JLYLQJ�E\�WKH�IRUPHU�IUHH�ULGHUV����7KH
UHVXOWV��VKRZQ�LQ�ILJXUH������VHUYH�DV�D�YLVXDO�UHPLQGHU�RI�ZK\�SHRSOH�QHHG�UXOHV��WUDQVSDUHQF\��DQG
WKH�WKUHDW�RI�SXQLVKPHQW�WR�EH�JRRG��7KLV�UROH��WKH�WKHRU\�JRHV��LV�IXOILOOHG�E\�WKH�/HYLDWKDQ�VWDWH�



)LJXUH������:K\�3HRSOH�1HHG�5XOHV��7UDQVSDUHQF\��DQG�WKH�7KUHDW�RI�3XQLVKPHQW
7KH�UHVXOWV�RI�WKH�)HKU�DQG�*DFKWHU�VWXG\�RQ�PRUDOLVWLF�SXQLVKPHQW��,Q�D�SXEOLF�JRRGV�JDPH�SOD\HUV�DUH�JLYHQ�D�VXP�RI�PRQH\�DQG�KDYH
WKH�FKRLFH�RI�KRZ�PXFK�WKH\�ZRXOG� OLNH� WR�FRQWULEXWH� LQWR�D�FRPPRQ�SRRO� WKDW�ZLOO� WKHQ�EH� LQFUHDVHG����� WLPHV�DQG�UHWXUQHG�WR�DOO� WKH
SOD\HUV� HYHQO\�� $� ODFN� RI� WUDQVSDUHQF\� RI� KRZ�PXFK� HYHU\RQH� FRQWULEXWHV� OHDGV� WR� WKH� WHPSWDWLRQ� WR� UHGXFH� WKH� DPRXQW� JLYHQ� DQG
WKHUHE\�³IUHH�ULGH´�RQ�WKH�RWKHUV��6LQFH�DOO�SOD\HUV�IDFH�WKH�VDPH�WHPSWDWLRQ��FRRSHUDWLRQ�GHFOLQHV��:KHQ�WUDQVSDUHQF\�LV�LQFOXGHG��SOXV
WKH� RSSRUWXQLW\� WR� SXQLVK� IUHH� ULGHUV� ZKR� VFULPS� RQ� WKHLU� FRQWULEXWLRQV�� FRRSHUDWLRQ� LQFUHDVHV�� 7KH� ODWWHU� FRQGLWLRQ� LV� DQ� H[DPSOH� RI
PRUDOLVWLF�SXQLVKPHQW��,W�ZRUNV�


���
���


,Q�WKLV�FKDSWHU�,�KDYH�RXWOLQHG�WKH�HYROXWLRQDU\�RULJLQV�RI�PRUDOLW\�DQG�WKH�ORJLF�RI�PRUDO�LQWHUDFWLRQV�
JRRG�DQG�EDG��DQG� LQ� WKH�QH[W�FKDSWHU� ,�ZLOO� VKRZ�KRZ�WKHVH�SULQFLSOHV�RSHUDWH� WR� OHVVHQ�HYHQ� WKH
PRVW�GDQJHURXV�WKUHDWV�RXU�VSHFLHV�IDFHV²YLROHQFH��ZDU��DQG�WHUURULVP²DQG�ZLOO�GHPRQVWUDWH� WKDW
HYHQ�KHUH��WKHUH�KDV�EHHQ�FRQVLGHUDEOH�PRUDO�SURJUHVV�
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