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In a decade of transition,

fear of a leviathan state is

giving way to increased

focus on oligarchs who

“capture the state.” In the

capture economy, the

policy and legal

environment is shaped to

the captor firm’s huge

advantage, at the expense

of the rest of the enterprise

sector. Improved property

rights protection and civil

liberties can significantly

reduce the capture

economy. The analysis and

findings have major

implications for policy.
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The main challenge of the transition has been to redefine how
the state interacts with firms, but little attention has been
paid to  the flip side of the relationship: how firms influence
the state—especially how they exert influence on and collude
with public officials to extract advantages. Some firms in
transition economies have been able to shape the rules of the
game to their own advantage, at considerable social cost,
creating what Hellman, Jones, and Kaufmann call a “capture
economy” in many countries. In the capture economy, public
officials and politicians privately sell underprovided public
goods and a range of rent-generating advantages “a la carte”
to individual firms. In the capture economy the ‘captor’ firm
derives significant private benefits at an enormous social cost to
the overall enterprise sector—whose overall growth rate over a
three-year period is reduced by about ten percentage points.

The authors empirically investigate the dynamics of the
capture economy on the basis of new firm-level data from the
1999 Business Environment and Enterprise Performance
Survey (BEEPS), which permits the unbundling of corruption
into meaningful and measurable components.

They contrast state capture (firms shaping and affecting
formulation of the rules of the game through private payments
to public officials and politicians) with influence (doing the
same without recourse to payments) and with administrative
corruption (“petty” forms of bribery in connection with the
implementation of laws, rules, and regulations). They develop

This paper—a product of  the Governance, Regulation, and Finance Division, World Bank Institute; the Public Sector Group, Europe and
Central Asia Region; and the Office of the Chief Economist, European Bank of Reconstruction and Development—is part of an empirical
project on governance in transition. Copies of the paper are available free from the World Bank, 1818 H Street NW, Washington, DC 20433.
Please contact Diane Billups, room  J3-131, telephone 202-473-5818, fax 202-334-8350, email address governancewbi@worldbank.org.
For an electronic version of this paper and related research papers and governance data, visit http://www.worldbank.org/wbi/governance/.
Policy Research Working Papers are also posted on the Web at http://www.worldbank.org/research/workingpapers. The authors may be
contacted at jhellman@worldbank.org or dkaufmann@worldbank.org. September 2000. (44 pages)

economywide measures for these phenomena, which are then
subject to empirical measurement utilizing the BEEPS data.

State capture, influence, and administrative corruption are all
shown to have distinct causes and consequences. Large
incumbent firms with formal ties to the state tend to inherit
influence as a legacy of the past and tend to enjoy more secure
property and contractual rights and higher growth rates. To
compete against these influential incumbents, new entrants
turn to state capture as a strategic choice—not as a substitute
for innovation but to compensate for weaknesses in the legal
and regulatory framework. When the state underprovides the
public goods needed for entry and competition, “captor” firms
purchase directly from the state such private benefits as secure
property rights and removal of obstacles to improved
performance—but only in a capture economy.

Consistent with empirical findings in previous research on
petty corruption, administrative corruption—unlike both
capture and influence—is not associated with specific benefits
for the firm.

The focus of reform should be shifted toward channeling
firms’ strategies in the direction of more legitimate forms of
influence, involving economic competition, societal “voice,”
transparency reform, and political accountability. These
implications are consistent with the empirical findings in this
paper on the origins of state capture: improving civil liberties
from partial to fuller liberalization can reduce the extent of the
capture economy by 15–30 percentage points.
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<HW VXUHO\�WKH�URRWV�RI�WKHVH�UHODWLRQVKLSV�GLIIHU��DV�ZHOO�DV�WKHLU�FRQVHTXHQFHV�IRU�WKH�ILUPDQG� IRU� WKH� EURDGHU� HFRQRPLF� HQYLURQPHQW�� � 8QEXQGOLQJ� WKH� FRQFHSW� RI� FRUUXSWLRQ� LQWUDQVLWLRQ�HFRQRPLHV�VKRXOG�SURYLGH�D�ULFKHU�EDVLV�IRU�RXU�DQDO\VLV�RI�WKH�SUREOHP�DQG�IRUSROLF\�DGYLFH�
7KLV�SDSHU�LV�DQ�LQLWLDO�VWHS�WR�LQYHVWLJDWH�HPSLULFDOO\�ZKDW�FKDUDFWHUL]HV�GLIIHUHQW�W\SHV�RIUHODWLRQVKLSV�EHWZHHQ�ILUPV�DQG�WKH�VWDWH��DQG�KRZ�WKH\�DIIHFW�WKH�SHUIRUPDQFH�RI�WKH�ILUP�WKH�VWDWH¶V�UROH�LQ�WKH�HFRQRP\��DQG�WKH�GHYHORSPHQW�RI�D�G\QDPLF�HQWHUSULVH�VHFWRU���:HGLVWLQJXLVK�EHWZHHQ�WKUHH�W\SHV�RI�UHODWLRQVKLSV�PDUNHG�E\�GLIIHUHQW�GLVWULEXWLRQV�RI�UHQWVEHWZHHQ� WKH� ILUP� DQG� WKH� VWDWH�� ±� VWDWH� FDSWXUH�� LQIOXHQFH� DQG� DGPLQLVWUDWLYH� FRUUXSWLRQ�6WDWH�FDSWXUH�LV�GHILQHG�DV�VKDSLQJ�WKH�IRUPDWLRQ�RI�WKH�EDVLF�UXOHV�RI�WKH�JDPH��L�H��ODZV�UXOHV�� GHFUHHV� DQG� UHJXODWLRQV�� WKURXJK� LOOLFLW� DQG� QRQ�WUDQVSDUHQW� SULYDWH� SD\PHQWV� WRSXEOLF�RIILFLDOV�� ,QIOXHQFH�UHIHUV�WR�WKH�ILUP¶V�FDSDFLW\�WR�KDYH�DQ�LPSDFW�RQ�WKH�IRUPDWLRQRI WKH�EDVLF� UXOHV�RI� WKH�JDPH�ZLWKRXW�QHFHVVDU\� UHFRXUVH� WR�SULYDWH�SD\PHQWV� WR�SXEOLFRIILFLDOV��DV�D�UHVXOW�RI�VXFK�IDFWRUV�DV� ILUP�VL]H��RZQHUVKLS� WLHV� WR� WKH�VWDWH�DQG�UHSHDWHGLQWHUDFWLRQV�ZLWK�VWDWH�RIILFLDOV���$GPLQLVWUDWLYH�FRUUXSWLRQ�LV�GHILQHG�DV�SULYDWH�SD\PHQWVWR�SXEOLF�RIILFLDOV�WR�GLVWRUW�WKH�SUHVFULEHG�LPSOHPHQWDWLRQ�RI RIILFLDO�UXOHV�DQG�SROLFLHV�
&DSWXUH��LQIOXHQFH�DQG�DGPLQLVWUDWLYH�FRUUXSWLRQ�DUH�H[DPLQHG�IURP�WZR�SHUVSHFWLYHV�±�WKHILUP�OHYHO�DQG� WKH�FRXQWU\� OHYHO��)LUVW��ZH�DWWHPSW� WR�PHDVXUH�DQG�FRPSDUH� WKH�H[WHQW�RIWKHVH�GLIIHUHQW�SKHQRPHQD�DFURVV�WKH�WUDQVLWLRQ�FRXQWULHV��7KHQ��ZH�VHHN�WR�GHWHUPLQH�WKHIDFWRUV�DW� WKH� ILUP�OHYHO� WKDW�VKDSH� WKH�GHJUHH�RI� WKH� ILUP¶V� LQIOXHQFH�RQ� WKH�VWDWH�DQG� LWVSURSHQVLW\� WR� HQJDJH� LQ� FDSWXUH�� )LQDOO\�� ZH� DVVHVV� WKH� SULYDWH� FRVWV� DQG� EHQHILWV� RIGLIIHUHQW� IRUPV� RI� LQIOXHQFH� WR� WKH� ILUP� DQG� FRQWUDVW� WKHP� ZLWK� WKH� VRFLDO� FRVWV� DW� WKHFRXQWU\�OHYHO�
7KH�DQDO\VLV�RI�FDSWXUH��FRUUXSWLRQ�DQG�LQIOXHQFH�LV�EDVHG�RQ�GDWD�IURP�WKH������%XVLQHVV(QYLURQPHQW� DQG� (QWHUSULVH� 3HUIRUPDQFH� 6XUYH\� �%((36��� D� ILUP�OHYHO� VXUYH\FRPPLVVLRQHG�MRLQWO\�E\�WKH�(%5'�DQG�WKH�:RUOG�%DQN�WR�DVVHVV�REVWDFOHV�LQ�WKH�EXVLQHVVHQYLURQPHQW�DFURVV���� WUDQVLWLRQ�HFRQRPLHV�� 7KH�VXUYH\�GDWD�DOORZ�XV� WR�XQEXQGOH� WKHPHDVXUHPHQW�RI�LQIOXHQFH�DQG�FRUUXSWLRQ�LQWR�VSHFLILF�FRPSRQHQWV��DV�ZHOO�DV�WR�H[DPLQH�DQXPEHU� RI� NH\� TXHVWLRQV� UHJDUGLQJ� VWDWH� FDSWXUH� IRU� WKH� YHU\� ILUVW� WLPH�� �0RUHRYHU�� WKH%((36�VXUYH\�RIIHUV� VLJQLILFDQW�PHWKRGRORJLFDO� LPSURYHPHQWV�RYHU� H[LVWLQJ�JRYHUQDQFHDQG�FRUUXSWLRQ�LQGLFHV�LQ�WKDW�LW�UHOLHV�RQ�WKH�GLUHFW�H[SHULHQFH�RI�ILUPV�UDWKHU�WKDQ�H[WHUQDODVVHVVPHQWV�DQG��ZKHUHYHU�SRVVLEOH��XVHV�FDUGLQDO�HVWLPDWHV�RI�WKH�H[WHQW�RI�FRUUXSWLRQ��

� 2I�FRXUVH�� ILUPV� DUH�QRW� WKH�RQO\�RUJDQL]DWLRQV� WKDW� FDQ� FDSWXUH� WKH� VWDWH�� �+RZHYHU��ZH� DUH� SULPDULO\� LQWHUHVWHG� LQ� WKHUHODWLRQVKLS�EHWZHHQ�ILUPV�DQG�WKH�VWDWH�DV�D�IRXQGDWLRQ�IRU�XQGHUVWDQGLQJ�WKH�SROLWLFDO�G\QDPLFV�RI�HFRQRPLF�UHIRUP�
� 7KH�%((36�LV�WKH�ILUVW�VWDJH�RI�D�ZRUOG�ZLGH�VXUYH\�RI�ILUPV�RQ�WKH�REVWDFOHV�LQ�WKH�EXVLQHVV�HQYLURQPHQW�FRQGXFWHG�E\�WKH:RUOG� %DQN� LQ� FR�RSHUDWLRQ� ZLWK� WKH� (XURSHDQ� %DQN� IRU� 5HFRQVWUXFWLRQ� DQG� 'HYHORSPHQW� �(%5'��� ,QWHU�$PHULFDQ'HYHORSPHQW�%DQN�DQG�WKH�+DUYDUG�,QVWLWXWH�IRU�,QWHUQDWLRQDO�'HYHORSPHQW���,W�LV�H[SHFWHG��WKDW�RYHU����FRXQWULHV�ZLOO�EHLQFOXGHG� LQ� WKH� VXUYH\� HQFRPSDVVLQJ� FRXQWULHV� DW� DOO� OHYHOV� RI� GHYHORSPHQW�� � � $Q� HDUOLHU� YHUVLRQ� RI� WKH�:RUOG� %XVLQHVV(QYLURQPHQW�6XUYH\��FRPSULVLQJ����FRXQWULHV��ZDV�FDUULHG�RXW������DQG�SUHVHQWHG�LQ�WKH�:RUOG�%DQN·V�:RUOG�'HYHORSPHQW5HSRUW�������ZZZ�ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH���6RPH�RI�WKH�GDWD�IURP�WKH�%((36�ZHUH�ILUVW�SXEOLVKHG�LQ�WKH�(%5'·V7UDQVLWLRQ� 5HSRUW� �������� )RU� D� IXOO� GHVFULSWLRQ� RI� WKH� VXUYH\� DQG� WKH� PDLQ� UHVXOWV�� VHH� +HOOPDQ�� -RQHV�� .DXIPDQQ� DQG6FKDQNHUPDQ��������
� 8QWLO�UHFHQWO\��PRVW�HPSLULFDO�VWXGLHV�RI�FRUUXSWLRQ�KDYH�WHQGHG�WR�UHO\�RQ�FURVV�FRXQWU\�LQGLFHV�RI�FRUUXSWLRQ�EDVHG�PRVWO\XSRQ�WKH�DVVHVVPHQWV�RI�H[WHUQDO�H[SHUWV�RU�IRUHLJQ�LQYHVWRUV��6XFK�LQGLFDWRUV�GLG�QRW�GLVDJJUHJDWH�FRUUXSWLRQ�LQWR�GLIIHUHQWIRUPV�DQG�UHOLHG�RQ�JHQHULF�TXHVWLRQV�DERXW�WKH�H[WHQW�RI�FRUUXSWLRQ��:LWKRXW�UHOLDEOH�PHDVXUHV�RI�VWDWH�FDSWXUH��DV�GLVWLQFWIURP� RWKHU� IRUPV� RI� FRUUXSWLRQ�� HPSLULFDO� UHVHDUFK� KDV� FRQFHQWUDWHG� E\� GHIDXOW� RQ� FRQYHQWLRQDO� IRUPV� RI� DGPLQLVWUDWLYHFRUUXSWLRQ�� VXFK� DV� EULEHU\� WR� JHW� DURXQG� UHG� WDSH�� )RU� DQ� DQDO\VLV� RI� H[LVWLQJ� JRYHUQDQFH� DQG� FRUUXSWLRQ� LQGLFDWRUV
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$Q� DQDO\VLV� RI� WKH� %((36� GDWD� VXJJHVWV� D� VWDUNO\� FRQWUDVWLQJ� SLFWXUH� RI� WKH� QDWXUH� RILQWHUDFWLRQV� EHWZHHQ� ILUPV� DQG� WKH� VWDWH� DFURVV� WKH� WUDQVLWLRQ� FRXQWULHV�� ,Q� RQH� JURXS� RIFRXQWULHV��ZKLFK�ZH�UHIHU�WR�DV�FDSWXUH�HFRQRPLHV��SXEOLF�RIILFLDOV�DSSHDU�WR�KDYH�FUHDWHG�DSULYDWH�PDUNHW�IRU�WKH�SURYLVLRQ�RI�QRUPDOO\�SXEOLF�JRRGV��H�J��WKH�VHFXULW\�RI�SURSHUW\�DQGFRQWUDFW�ULJKWV��DQG�UHQW�VHHNLQJ�RSSRUWXQLWLHV�ZKLFK�D�UHODWLYHO\�VPDOO�VKDUH�RI�ILUPV�FDQREWDLQ�HLWKHU�WKURXJK�LQIOXHQFH�RU�VWDWH�FDSWXUH�� �:KLOH�VXFK�DGYDQWDJHV�EULQJ�VXEVWDQWLDOSULYDWH�JDLQV�WR�WKH�LQGLYLGXDO�ILUPV��WKH\�JHQHUDWH�VLJQLILFDQW�QHJDWLYH�H[WHUQDOLWLHV�IRU�WKHUHVW� RI� WKH� HFRQRP\�� ,Q� WKH� RWKHU� JURXS� RI� FRXQWULHV�� WKLV� PDUNHW� IRU� FRQFHQWUDWHGDGYDQWDJHV�WR�LQGLYLGXDO�ILUPV�WKURXJK�VWDWH�FDSWXUH�DQG�LQIOXHQFH�LV�TXLWH�OLPLWHG��WKRXJKSUHVHQW���,Q�WKHVH�FRXQWULHV��FDSWXUH�DSSHDUV�WR�KDYH�IHZ�GLUHFW�EHQHILWV�WR�WKRVH�ILUPV�ZKRHQJDJH�LQ�LW�ZKLOH�SURGXFLQJ�D�PXFK�PRUH�OLPLWHG�LPSDFW�RQ�WKH�RSHUDWLRQV�RI�RWKHU�ILUPVLQ�WKH�HFRQRP\�
%H\RQG� WKH� YDULDWLRQ� DFURVV� WKH� WUDQVLWLRQ� HFRQRPLHV�� ZH� FDQ� LGHQWLI\� DQG� GLIIHUHQWLDWHDPRQJ�FDSWRU�ILUPV��L�H��ILUPV�WKDW�PDNH�SULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�WR�DIIHFW�WKHUXOHV� RI� WKH� JDPH�� DQG� LQIOXHQWLDO� ILUPV� �L�H�� ILUPV� WKDW� KDYH� LQIOXHQFH� RQ� WKRVH� UXOHVZLWKRXW� UHFRXUVH� WR� SULYDWH� SD\PHQWV� WR� SXEOLF� RIILFLDOV��� :H� ILQG� FOHDU� GLVWLQFWLRQVEHWZHHQ�WKH�SURILOHV�RI� WKHVH�WZR�JURXSV�RI� ILUPV��,QIOXHQWLDO�ILUPV�WHQG�WR�EH�WKH�FODVVLFLQFXPEHQWV�LQKHULWHG�IURP�WKH�SUHYLRXV�FRPPXQLVW�V\VWHP��7KH\�DUH�JHQHUDOO\�ODUJH��VWDWH�RZQHG� ILUPV� ZLWK� D� KLJKHU� WKDQ� DYHUDJH� PDUNHW� VKDUH� LQ� WKHLU� RZQ� VHFWRUV�� UHDVRQDEO\VHFXUH�SURSHUW\�ULJKWV�DQG�FORVH�IRUPDO�DQG�LQIRUPDO�WLHV�ZLWK�WKH�VWDWH��&DSWRU�ILUPV�WHQGWR�KDYH�WKH�RSSRVLWH�SURILOH�� WKH\�DUH�OLNHO\�WR�EH�GH QRYR� SULYDWH� ILUPV�ZLWK� OHVV�VHFXUHSURSHUW\� ULJKWV� DQG� ZHDNHU� WLHV� WR� WKH� VWDWH� IDFLQJ� VWURQJHU� FRPSHWLWLYH� SUHVVXUHV� IURPLQFXPEHQW�ILUPV�
2XU� DQDO\VLV� VXJJHVWV� WKDW� ZKLOH� LQIOXHQFH� WHQGV� WR� EH� LQKHULWHG� IURP� WKH� SDVW� ��� E\SDUWLFXODU�VWDWH�DQG�SULYDWL]HG�HQWHUSULVHV����RWKHU�ILUPV�FKRRVH�WR�HQJDJH�LQ�VWDWH�FDSWXUH�DVD VWUDWHJ\�WR�FRPSHWH�DJDLQVW�WKHVH�LQIOXHQWLDO� LQFXPEHQWV��&DSWRU�ILUPV�VHHN�WR�SXUFKDVHDGYDQWDJHV�D OD�FDUWH�GLUHFWO\�IURP�WKH�VWDWH�� LQFOXGLQJ��EXW�QRW� OLPLWHG�WR�� LQGLYLGXDOL]HGSURWHFWLRQ� IRU� WKHLU� RZQ� SURSHUW\� DQG� FRQWUDFW� ULJKWV� LQ� HQYLURQPHQWV� ZKHUH� WKH� VWDWHFRQWLQXHV�WR�XQGHU�SURYLGH�SXEOLF�JRRGV�QHFHVVDU\�IRU�HIIHFWLYH�HQWU\�DQG�FRPSHWLWLRQ�
&RPSDULQJ� HQWHUSULVH� SHUIRUPDQFH� RYHU� WLPH�� ZH� ILQG� WKDW� LQIOXHQWLDO� DQG� FDSWRU� ILUPVJURZ� DW� D� VXEVWDQWLDOO\� IDVWHU� UDWH� WKDQ� RWKHU� ILUPV�� FRQWUROOLQJ� IRU� FRXQWU\�ZLGHGHWHUPLQDQWV�DQG�IRU�RWKHU�ILUP�OHYHO�FKDUDFWHULVWLFV��<HW�WKHVH�SULYDWH�JDLQV�WR�FDSWXUH�DUHRQO\� UHDOL]HG� LQ� KLJK� FDSWXUH� HFRQRPLHV�� L�H�� ZKHUH� VWDWH� RIILFLDOV� KDYH� FUHDWHG� DVXIILFLHQWO\�H[WHQVLYH�SULYDWH�PDUNHW�IRU�NH\�XQGHU�SURYLGHG�SXEOLF�JRRGV�DQG�RWKHU�UHQW�JHQHUDWLQJ� DGYDQWDJHV� DQG� WKXV� VKDUH� VRPH� SRUWLRQ� RI� WKH� UHQWV� DVVRFLDWHG� ZLWK� VWDWHFDSWXUH��,Q�FRQWUDVW��LQ��FRXQWULHV�ZLWK�PRUH�OLPLWHG�OHYHOV�RI�VWDWH�FDSWXUH��WKRVH�ILUPV�WKDWHQJDJH� LQ� VWDWH� FDSWXUH� SHUIRUP� ZRUVH� WKDQ� RWKHU� ILUPV�� 6WDUWLQJ� IURP� D� ORZHU� OHYHO� RISURSHUW\�ULJKWV�VHFXULW\��FDSWRU�ILUPV�DUH�DOVR�VKRZQ�WR�JDLQ�PXFK�JUHDWHU�LPSURYHPHQWV�LQWKH� VHFXULW\� RI� WKHLU� SURSHUW\� DQG� FRQWUDFW� ULJKWV� RYHU� WLPH�� HVSHFLDOO\� LQ� FDSWXUHHFRQRPLHV�
ZRUOGZLGH�� VHH� .DXIPDQQ�� .UDD\� DQG� =RLGR�/REDWRQ� �����E��� � � :KLOH� ZRUOG�ZLGH� FRPSDUDWLYH� LQGLFHV� DUH� PRVWO\XQLGLPHQVLRQDO� SUR[LHV� IRU� FRUUXSWLRQ�� LQ�GHSWK� GLDJQRVWLF� VXUYH\� WRROV� KDYH� EHHQ� GHYHORSHG� WR� XQEXQGOH� FRUUXSWLRQ� DQGPHDVXUH�RWKHU�JRYHUQDQFH�GLPHQVLRQV��:RUOG�%DQN�,QVWLWXWH�DQG�(&63(����������+RZHYHU��WKHVH�FRXQWU\�VSHFLILF�GLDJQRVWLFVGR�QRW�OHQG�WKHPVHOYHV�WR�FURVV�FRXQW\�FRPSDUDWLYH�LQGLFHV�IRU�ODUJH�JURXSV�RI�FRXQWULHV�
� :H�GHILQH�GH�QRYR�ILUPV�DV�WKRVH�FUHDWHG�ZLWKRXW�DQ\�VWDWH�RZQHG�SUHGHFHVVRU�
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'HVSLWH�WKHVH�VXEVWDQWLDO�SULYDWH�JDLQV�WR�FDSWRU�DQG�LQIOXHQWLDO�ILUPV��ZH�GHPRQVWUDWH�WKDWWKH�VRFLDO�FRVWV�RI�FDSWXUH�DQG�LQIOXHQFH�IRU�DOO�RWKHU�ILUPV�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV�FDQEH FRQVLGHUDEOH�� $YHUDJH� ILUP� JURZWK� UDWHV� DUH� V\VWHPDWLFDOO\� ORZHU� IRU� ILUPV� LQ� KLJKYHUVXV� ORZ�FDSWXUH�HFRQRPLHV��GHVSLWH� WKH�FRQFHQWUDWHG�JDLQV� WR�FDSWRU� ILUPV��0RUHRYHU�WKH� VXFFHVV�RI� FDSWRU� ILUPV� LQ� VHFXULQJ� LQGLYLGXDOL]HG�SURWHFWLRQ� IRU� WKHLU�SURSHUW\� ULJKWVDSSHDUV�WR�ZHDNHQ�RYHUDOO�SURJUHVV�LQ�VWUHQJWKHQLQJ�WKH�VHFXULW\�RI�SURSHUW\�DQG�FRQWUDFWULJKWV� IRU� DOO� RWKHU� ILUPV�� 7KH� SULYDWH� JDLQV� WR� FDSWXUH� DQG� LQIOXHQFH� VHHP� WR� JHQHUDWHFRQVLGHUDEOH�QHJDWLYH�H[WHUQDOLWLHV�IRU�RWKHU�ILUPV��HVSHFLDOO\�LQ�KLJK�FDSWXUH�HFRQRPLHV�
:KHUHDV�GH QRYR�ILUPV�KDYH�EHHQ�WKH�GULYLQJ�IRUFH�RI�JURZWK�DQG�D�PDMRU�FRQVWLWXHQF\�IRUIXUWKHU� VWUXFWXUDO� UHIRUPV� LQ� WKH� PRVW� DGYDQFHG� WUDQVLWLRQ� HFRQRPLHV�� LQ� WKH� FDSWXUHHFRQRP\�� WKHVH� ILUPV� KDYH� VWURQJ� LQFHQWLYHV� WR� HQJDJH� LQ� VWDWH� FDSWXUH� LQ� DQ� HIIRUW� WRFRPSHWH�DJDLQVW�LQIOXHQWLDO�LQFXPEHQW�ILUPV��7KLV�FDQ�OHDG�WR�D�SRWHQWLDO�YLFLRXV�FLUFOH�LQZKLFK�D�VPDOO�VKDUH�RI�G\QDPLF�ILUPV�JDLQ�FRQFHQWUDWHG�DGYDQWDJHV�WKDW�IXUWKHU�XQGHUPLQHWKH�VWDWH¶V�SURYLVLRQ�RI�QHFHVVDU\�SXEOLF�JRRGV�DQG�ZHDNHQ�HFRQRPLF�JURZWK��
:KLOH�WKLV�SDSHU�LV�HPSLULFDOO\�RULHQWHG�DQG�GRHV�QRW�IRUPDOL]H�D�FRQFHSWXDO�PRGHO�RI�WKHFRPSOH[� LQWHUDFWLRQ� EHWZHHQ� ILUPV� DQG� WKH� VWDWH�� ZH� DGYDQFH� DQ� DSSURDFK� WKDW� PRYHVEH\RQG�WKH�µJUDEELQJ�KDQG¶�PRGHO��UHFRJQL]LQJ�WKH�ZD\V�LQ�ZKLFK�ILUPV�H[HUW�LQIOXHQFH�RQWKH�VWDWH�DQG�LGHQWLI\LQJ�WKH�SULYDWH�DQG�VRFLDO�FRVWV�DQG�EHQHILWV�DVVRFLDWHG�ZLWK�GLIIHUHQWPHWKRGV�RI�LQIOXHQFH���:H�DOVR�H[SORUH�WKH�GHWHUPLQDQWV�RI�VWDWH�FDSWXUH��DW�WKH�ILUP�OHYHOIRFXVLQJ�RQ�WKH�LQLWLDO�FRQGLWLRQV�IDFHG�E\�WKH�ILUP��HVSHFLDOO\�VHFXULW\�RI�SURSHUW\�ULJKWV��DQG� DW� WKH� FRXQWU\�ZLGH� OHYHO� HPSKDVL]LQJ� WKH� SURJUHVV�PDGH� LQ� WKH� SURFHVV� RI� SROLWLFDOOLEHUDOL]DWLRQ�
7KH� UHVW� RI� WKH� SDSHU� LV� RUJDQL]HG� DV� IROORZV�� � 6HFWLRQ� �� GLVFXVVHV� WKH� %((36� VXUYH\�6HFWLRQ� �� RXWOLQHV� WKH� HPSLULFDO� DSSURDFK� WR� PHDVXULQJ� FRUUXSWLRQ�� VWDWH� FDSWXUH� DQGLQIOXHQFH���6HFWLRQ���H[DPLQHV�WKH�PLFUR�OHYHO�GHWHUPLQDQWV�RI�WKHVH�LQWHUDFWLRQV�EHWZHHQWKH�VWDWH�DQG�WKH�ILUP���6HFWLRQ���FRQVLGHUV�WKH�SULYDWH�JDLQV�WR�WKH�ILUP�UHVXOWLQJ�IURP�WKHVHLQWHUDFWLRQV�� � 6HFWLRQ� �� GLVFXVVHV� WKH� VRFLDO� FRVWV� RI� VWDWH� FDSWXUH� LQ� WHUPV� DQG� ILUPSHUIRUPDQFH�DQG�VHFWLRQ���H[DPLQHV�WKH�OLQN�EHWZHHQ�VWDWH�FDSWXUH�DQG�UHGXFHG�VHFXULW\�RISURSHUW\� ULJKWV� WKDW� XQGHUOLHV� WKH� QHJDWLYH� LPSDFW� RI� WKH� FDSWXUH� HFRQRP\� RQ� ILUPSHUIRUPDQFH���6HFWLRQ���SUHVHQWV�D�EULHI�GLVFXVVLRQ�RI�WKH�RULJLQV�RI�WKH�FDSWXUH�HFRQRP\LQ WHUPV�RI�VRFLDO�DQG�SROLWLFDO�OLEHUDOL]DWLRQ���6HFWLRQ���FRQFOXGHV���$Q�DSSHQGL[�SUHVHQWVVRPH� DGGLWLRQDO� UHVXOWV� WRJHWKHU� ZLWK� LQIRUPDWLRQ� RQ� WKH� VDPSOH� FRPSRVLWLRQ� RI� WKH%((36��DQG�D�VXPPDU\�WDEOH�RI�DOO�WKH�YDULDEOHV�XVHG�LQ�WKH�HPSLULFDO�DQDO\VHV�

� )RU�D�PXOWLSOH�HTXLOLEULD�PRGHO�RI�WKH�XQRIILFLDO�HFRQRP\�LQ�WUDQVLWLRQ�ZKLFK�XQGHUVFRUHV� WKH�QH[XV�EHWZHHQ�JRYHUQDQFHYDULDEOHV�DQG�WKH�SURYLVLRQ��RU�ODFN�WKHUHRI��RI�NH\�SXEOLF�JRRGV��VHH�-RKQVRQ��.DXIPDQQ�DQG�6KOHLIHU��������
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�� 7KH�6XUYH\
7KH�%((36�TXHVWLRQQDLUH�IRU�WKH�WUDQVLWLRQ�HFRQRPLHV�ZDV�GHYHORSHG�MRLQWO\�E\�WKH�:RUOG%DQN� DQG�WKH�2IILFH�RI�WKH�&KLHI�(FRQRPLVW�DW�WKH�(%5'�� 7KH�VXUYH\�ZDV�FRQGXFWHG�RQWKH�EDVLV�RI�IDFH�WR�IDFH�LQWHUYLHZV�ZLWK�KLJK�OHYHO�ILUP�PDQDJHUV�RU�RZQHUV�LQ�VLWH�YLVLWVGXULQJ�WKH�SHULRG�-XQH�WKURXJK�$XJXVW������LQ�WKH�IROORZLQJ�FRXQWULHV���
$OEDQLD�� $UPHQLD�� $]HUEDLMDQ�� %HODUXV�� %XOJDULD�� &URDWLD�� &]HFK� 5HSXEOLF�� (VWRQLD�*HRUJLD�� +XQJDU\�� .D]DNKVWDQ�� .\UJ\]VWDQ�� /DWYLD�� /LWKXDQLD�� 0ROGRYD�� 3RODQG�5RPDQLD��WKH�5XVVLDQ�)HGHUDWLRQ��WKH�6ORYDN�5HSXEOLF��6ORYHQLD��8NUDLQH��8]EHNLVWDQ�
,Q�HDFK�FRXQWU\��EHWZHHQ�����DQG�����ILUPV�ZHUH�LQWHUYLHZHG�ZLWK�WKH�H[FHSWLRQ�RI�WKUHHFRXQWULHV�ZKHUH�KLJKHU�VDPSOHV�ZHUH�XVHG��3RODQG��������5XVVLD�������DQG�8NUDLQH�������7KH� VDPSOH� ZDV� VWUXFWXUHG� WR� EH� IDLUO\� UHSUHVHQWDWLYH� RI� WKH� GRPHVWLF� HFRQRPLHV� ZLWKVSHFLILF�TXRWDV�SODFHG�RQ�VL]H��VHFWRU��ORFDWLRQ��DQG�H[SRUW�RULHQWDWLRQ���
%\�XQEXQGOLQJ� IRUPV�RI� LQIOXHQFH�DQG� W\SHV�RI�FRUUXSWLRQ�DQG�H[DPLQLQJ� WKHP�IURP� WKHILUP�OHYHO� SHUVSHFWLYH�� WKH� %((36� SURYLGHV� D� QXPEHU� RI� LPSRUWDQW� DGYDQWDJHV�� )LUVW�� LWDOORZV�XV� WR�H[SORUH�ZKHWKHU� ILUPV�ZLWK�KHWHURJHQHRXV�FKDUDFWHULVWLFV� LQWHUDFW�GLIIHUHQWO\ZLWK�WKH�VWDWH��6HFRQG��LW�SURYLGHV�DQ�RSSRUWXQLW\�WR�LQYHVWLJDWH�WKH�W\SHV�RI�³VHUYLFHV´�IRUZKLFK� ILUPV�HQJDJH� WKH� VWDWH� WKURXJK�EULEH�SD\PHQWV� DQG� LQIOXHQFH��7KLUG�� LW� SURYLGHV� DPLFUR�HFRQRPLF� SHUVSHFWLYH� RQ� WKH� FRVWV� DQG� EHQHILWV� WR� ILUPV� DVVRFLDWHG� ZLWK� GLIIHUHQWIRUPV�RI�LQIOXHQFH�DQG�FRUUXSWLRQ���/DVWO\���LW�DOORZV�XV�WR�LQYHVWLJDWH�WKH�IDFWRUV�WKDW�PDNHILUPV�LQIOXHQWLDO�DQG�GHWHUPLQH�WKHLU�SURSHQVLW\�WR�HQJDJH�LQ�GLIIHUHQW�IRUPV�RI�FRUUXSWLRQ�
�� 0HDVXULQJ�&DSWXUH��&RUUXSWLRQ�DQG�,QIOXHQFH��
7KH� %((36� VXUYH\� LQFOXGHV� TXHVWLRQV� WR� PHDVXUH� WKUHH� GLVWLQFW�� EXW� SRWHQWLDOO\RYHUODSSLQJ��W\SHV�RI�LQWHUDFWLRQV�EHWZHHQ�WKH�ILUP�DQG�WKH�VWDWH���
� DGPLQLVWUDWLYH�FRUUXSWLRQ�� WKH�H[WHQW� WR�ZKLFK�ILUPV�PDNH�LOOLFLW�DQG�QRQ�WUDQVSDUHQWSULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�LQ�RUGHU�WR�DOWHU� WKH�SUHVFULEHG�LPSOHPHQWDWLRQ�RIDGPLQLVWUDWLYH�UHJXODWLRQV�SODFHG�E\�WKH�VWDWH�RQ�WKH�ILUP¶V�DFWLYLWLHV�� VWDWH� FDSWXUH�� WKH� H[WHQW� WR� ZKLFK� ILUPV� PDNH� LOOLFLW� DQG� QRQ�WUDQVSDUHQW� SULYDWHSD\PHQWV� WR� SXEOLF� RIILFLDOV� LQ� RUGHU� WR� LQIOXHQFH� WKH� IRUPDWLRQ� RI� ODZV�� UXOHV�

� 7KH�WHDP�DW�WKH�:RUOG�%DQN�FRPSULVHG�'DQLHO�.DXIPDQQ��+RPL�.KDUDV��6\DPP�.KHPDQL��*X\�3IHIIHUPDQ��$QG\�6WRQHDQG�*HHWD�%DWUD���:H�DUH�DOVR�JUDWHIXO�WR�5DQGL�5\WHUPDQ�IRU�FRQWULEXWLQJ�WR�WKH�%((36�TXHVWLRQQDLUH�
� 7KH�WHDP�DW�WKH�(%5'�FRPSULVHG�6WHYHQ�)ULHV��-RHO�+HOOPDQ�DQG�0DUN�6FKDQNHUPDQ�
��� ,Q� DOO� FRXQWULHV� �H[FHSW�/DWYLD� DQG�$OEDQLD�� WKH� VXUYH\�ZDV� FRQGXFWHG� E\� ORFDO� VWDII� RI� DQ� LQWHUQDWLRQDO� VXUYH\� ILUP� WRHQVXUH�FRQVLVWHQF\�RI�WUDLQLQJ�DQG�DSSURDFK�DFURVV�FRXQWULHV�
���7KH�VDPSOH�ZDV�KHDYLO\�ZHLJKWHG�WRZDUGV�SULYDWHO\�RZQHG�ILUPV��WKRXJK�WKHUH�ZHUH�TXRWDV�IRU�VWDWH�RZQHG�ILUPV�DQG�ILUPVZLWK�IRUHLJQ�RZQHUVKLS��+RZHYHU��QR�DWWHPSW�ZDV�PDGH�WR�FRQVWUXFW�D�UHSUHVHQWDWLYH�VDPSOH�DFURVV�WKHVH�RZQHUVKLS�VWUDWDDQG�WKH�TXRWDV�ZHUH�GHVLJQHG�RQO\�WR�HQVXUH�UHSUHVHQWDWLRQ�
��� 7KH� HPSLULFDO� PHDVXUHV� SUHVHQWHG� LQ� WKLV� VHFWLRQ� DQG� WKHLU� JUDSKLFDO� GHSLFWLRQ� FDQ� EH� GRZQORDGHG� DW
KWWS���ZRUOGEDQN�RUJ�ZEL�JRYHUQDQFH�JRYGDWD�FDSGDWD�[OV� )RU�D�PRUH�GHWDLOHG�GHSLFWLRQ�RI�WKH�FKDUDFWHULVWLFV�RI�WKHVDPSOH�DQG�YDULDEOH�FKDUDFWHULVWLFV��VHH�WDEOHV�$��DQG�$��LQ�WKH�$SSHQGL[�RI�WKLV�SDSHU�
��� )RU� � PRUH� GHWDLO� RQ� WKLV� XQEXQGOLQJ� RI� FRUUXSWLRQ� LQWR� VHSDUDWH� DQG� PHDVXUDEOH� FRPSRQHQWV�� VHH� +HOOPDQ�� -RQHV�.DXIPDQQ�DQG�6FKDQNHUPDQ��������

http://worldbank.org/wbi/governance/govdata/capdata.xls
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UHJXODWLRQV�RU�GHFUHHV�E\�VWDWH�LQVWLWXWLRQV���� LQIOXHQFH�� WKH� H[WHQW� WR�ZKLFK� ILUPV�KDYH� LQIOXHQFH�RQ� WKH� IRUPDWLRQ� RI� ODZV�� UXOHV�UHJXODWLRQV� DQG� GHFUHHV� E\� VWDWH� LQVWLWXWLRQV� ZLWKRXW� UHFRXUVH� WR� LOOLFLW� DQG� QRQ�WUDQVSDUHQW�SULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�
7KH�NH\�GLVWLQFWLRQ�EHWZHHQ�WKHVH�WKUHH�W\SHV�RI�LQWHUDFWLRQV�LV�WKH�VRXUFH�RI�WKH�UHQWV�DQGWKH�URXJK�GLVWULEXWLRQ�RI�WKRVH�UHQWV�LQKHUHQW�LQ�HDFK�UHODWLRQVKLS��7KURXJK�DGPLQLVWUDWLYHFRUUXSWLRQ�� UHQWV� GHULYLQJ� IURP� WKH� GLVFUHWLRQDU\� FDSDFLW\� RI� WKH� VWDWH� WR� UHJXODWH� WKHDFWLYLWLHV� RI� ILUPV� VKRXOG� DFFUXH� SULPDULO\� WR� FRUUXSW� SXEOLF� RIILFLDOV��7KLV� LV� WKH� FORVHVWHTXLYDOHQW�WR�FRUUXSWLRQ�DVVRFLDWHG�ZLWK�WKH�³JUDEELQJ�KDQG´�VWDWH��7KURXJK�VWDWH�FDSWXUH�UHQWV�GHULYLQJ�IURP�WKH�FDSDFLW\�RI�ILUPV�WR�HQFRGH�SULYDWH�DGYDQWDJHV�LQ�WKH�UXOHV�RI� WKHJDPH�DV�D�UHVXOW�RI�EULEHV�WR�SXEOLF�RIILFLDOV�DUH�VKDUHG�E\�ILUPV�DQG�WKH�FRUUXSW�RIILFLDOV�7KURXJK� LQIOXHQFH�� UHQWV� GHULYLQJ� IURP� WKH� FDSDFLW\� RI� ILUPV� WR� HQFRGH� DGYDQWDJHV� IRUWKHPVHOYHV� LQ� WKH� EDVLF� UXOHV� RI� WKH� JDPH� DV� D� UHVXOW� RI� WKHLU� HQKDQFHG� OHYHUDJH� VKRXOGDFFUXH�SULPDULO\�WR�WKH�ILUP�
2I FRXUVH��WKHUH�LV�FRQVLGHUDEOH�VFRSH�IRU�RYHUODS�DFURVV�WKHVH�WKUHH�W\SHV�RI� LQWHUDFWLRQVEHWZHHQ� WKH� ILUP� DQG� WKH� VWDWH� DQG� WKH� H[DFW� GLVWULEXWLRQ� RI� UHQWV� FDQQRW� EH� VR� QHDWO\GHFLSKHUHG� LQ� UHDOLW\�� �0RUHRYHU�� VRPH� ILUPV� DUH� OLNHO\� WR� HQJDJH� VLPXOWDQHRXVO\� LQ� DOOW\SHV�RI�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��6RPH�ILUPV�FDQ�HYHQ�DYRLG�VXFK�LQWHUDFWLRQV�ZLWK�WKHVWDWH�DOWRJHWKHU��WKRXJK�WKH�VXUYH\�VXJJHVWV�WKDW�VXFK�ILUPV�DUH�LQ�WKH�PLQRULW\�DFURVV�WKHWUDQVLWLRQ� HFRQRPLHV�� 5HFRJQL]LQJ� WKH� OLPLWDWLRQV�� WKH� %((36� VXUYH\� ZDV� GHVLJQHG� WRGLVHQWDQJOH� WKHVH� LQWHUDFWLRQV� WR� LQYHVWLJDWH� SRWHQWLDO� GLIIHUHQFHV� LQ� WKH� URRWV� DQGFRQVHTXHQFHV�RI�WKHVH�UHODWLRQVKLSV�ERWK�DW�WKH�ILUP�OHYHO�DQG�DW�WKH�FRXQWU\�OHYHO�
$GPLQLVWUDWLYH�&RUUXSWLRQ
0HWKRGV�RI�PHDVXULQJ�DQG�FRPSDULQJ�OHYHOV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�DFURVV�FRXQWULHVDUH DOUHDG\� ZHOO�HVWDEOLVKHG�� 7KH� %((36� VXUYH\� IROORZV� WKH� FRQYHQWLRQ� RI� SUHYLRXVVXUYH\V� DURXQG� WKH�ZRUOG�ZKLFK� DVN� ILUP�PDQDJHUV� WR� HVWLPDWH� WKH� SURSRUWLRQ� RI� DQQXDOUHYHQXHV�W\SLFDOO\�SDLG�E\�³ILUPV�OLNH�\RXUV´�LQ�XQRIILFLDO��SD\PHQWV�WR�SXEOLF�RIILFLDOV�³LQRUGHU WR� JHW� WKLQJV� GRQH�´��� 7KH� VXUYH\� VWLSXODWHV� D� UDQJH� RI� ³VHUYLFHV´� IRU�ZKLFK� VXFKEULEHV� FRXOG� EH� SDLG�� LQFOXGLQJ� FRQQHFWLRQ� WR� SXEOLF� VHUYLFHV�� WR� REWDLQ� OLFHQVHV� DQGSHUPLWV�� WR� GHDO� ZLWK� WD[HV� DQG� WD[� FROOHFWLRQ�� WR� GHDO� ZLWK� FXVWRPV�LPSRUWV�� � 7DEOH� �SUHVHQWV� XQZHLJKWHG� FRXQWU\� DYHUDJHV� RI� WKH� FXPXODWLYH� EULEHV� SDLG� E\� ILUPV� LQDGPLQLVWUDWLYH�FRUUXSWLRQ�

���7KH� FRQFHSW� RI� UHJXODWRU\� FDSWXUH�� XSRQ� ZKLFK� WKLV� FRQFHSW� LV� EDVHG�� LV� QRW� OLPLWHG� WR� D� UHODWLRQVKLS� EDVHG� RQ� LOOLFLWWUDQVDFWLRQV��5HJXODWLRQV�FRXOG�EH�GHYLVHG�WR�WKH�EHQHILW�RI�WKH�UHJXODWHG�DW�WKH�H[SHQVH�RI�VRFLDO�ZHOIDUH�GXH�D�QXPEHU�RIIDFWRUV� WKDW� KDYH� QRWKLQJ� WR� GR� ZLWK� FRUUXSWLRQ�� VXFK� DV� DV\PPHWULF� LQIRUPDWLRQ� RU� FROOHFWLYH� DFWLRQ� SUREOHPV�� :H� DUHLQWHUHVWHG� LQ�PDNLQJ� D� VKDUSHU� GLVWLQFWLRQ� EHWZHHQ� FDSWXUH� DV� D� IRUP� RI� FRUUXSWLRQ� DQG� LQIOXHQFH�� � � $� YDVW� OLWHUDWXUH� RQUHJXODWRU\�FDSWXUH�HPHUJHG�IURP�WKH�ZRUN�RI�6WLJOHU� LQ�WKH�HDUO\�VHYHQWLHV�� LQFOXGLQJ�6WLJOHU��������3HOW]PDQ��������/DIIRQWDQG�7LUROH���������DPRQJ�RWKHUV��VHH�ELEOLRJUDSKLFDO�UHIHUHQFHV�IRU�GHWDLOV����:KLOH�WRGD\·V�WKHRU\�RI�UHJXODWLRQ�IRFXVHV�PRUHRQ�WKH�FKDUDFWHULVWLFV�DQG�EHQHILWV�RI�FRPSHWLWLRQ�LQ�D�ZRUOG�RI�SULYDWH�VHFWRU�LQYROYHPHQW�LQ�LQIUDVWUXFWXUH�� LQ�HDUOLHU�\HDUVWKH�HPSKDVLV�ZDV�RQ�WKH� OLNHOLKRRG�DQG�FRVWV�RI�UHJXODWRU\�FDSWXUH� LQ�SDUWLFXODU�VHFWRUV� �VXFK�DV� WKRVH�UHJDUGHG�DV� ¶QDWXUDOPRQRSROLHV·�LQ�LQIUDVWUXFWXUH��
���7KH�TXHVWLRQ�ZDV�SRVHG� LQ� WHUPV�RI� ILUP�UHYHQXHV� UDWKHU� WKDW�SURILWV� VLQFH�HVWLPDWHV�RI� UHYHQXHV�DUH�PRUH� UHOLDEOH�� � ,QDGGLWLRQ�WKH�TXHVWLRQ�ZDV�SRVHG�LQGLUHFWO\�LQ�WHUPV�RI��ILUPV�OLNH�\RXUV��WR�UHDVVXUH�UHVSRQGHQWV�WKDW�WKHLU�UHVSRQVHV�ZRXOGQRW�EH�DWWULEXWDEOH�GLUHFWO\�WR�WKHLU�ILUP��:H�WDNH�WRWDO�SD\PHQWV�DV�D�SUR[\�IRU�DGPLQLVWUDWLYH�FRUUXSWLRQ�VLQFH�HYLGHQFH�IURPWKH�%((36�VXJJHVWV�WKDW�WKH�PDMRULW\�RI�EULEH�SD\PHQWV�DUH�IRU�WKLV�SXUSRVH�
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7DEOH����0HDVXULQJ�$GPLQLVWUDWLYH�&RUUXSWLRQ��

&RXQWU\ $GPLQLVWUDWLYH&RUUXSWLRQ� 6WDQGDUG�HUURU
$OEDQLD ��� �����%XOJDULD ��� �����&URDWLD ��� �����&]HFK�5HSXEOLF ��� �����(VWRQLD ��� �����+XQJDU\ ��� �����/DWYLD ��� �����/LWKXDQLD ��� �����3RODQG ��� �����5RPDQLD ��� �����6ORYDN�5HSXEOLF ��� �����6ORYHQLD ��� �����
$YHUDJH�&(( ���
$UPHQLD ��� �����$]HUEDLMDQ ��� �����%HODUXV ��� �����*HRUJLD ��� �����.D]DNKVWDQ ��� �����.\UJ\]VWDQ ��� �����0ROGRYD ��� �����5XVVLD ��� �����8NUDLQH ��� �����8]EHNLVWDQ ��� �����
$YHUDJH�&,6 ���
2YHUDOO��XQZHLJKWHGDYHUDJH� ���
� )LUPV�ZHUH�DVNHG��RQ�DYHUDJH��ZKDW�SHUFHQW�RI�UHYHQXHV�GR�ILUPV�OLNH�\RXUV�W\SLFDOO\�SD\SHU�DQQXP�LQ�XQRIILFLDO�SD\PHQWV�WR�SXEOLF�RIILFLDOV"����OHVV�WKDQ������������������±�����������±���������±������2YHU�����7KH�FDWHJRULHV�ZHUH�LPSXWHG�DW�������������������������������DQG�WKH�PHDQ�FDOFXODWHG�

7KH�UHVXOWV�VXJJHVW�FRQVLGHUDEOH�YDULDWLRQ�LQ�WKH�OHYHO�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�DFURVVWUDQVLWLRQ�HFRQRPLHV�UDQJLQJ�IURP�OHVV�WKDQ���SHU�FHQW�RI�DQQXDO�UHYHQXHV�LQ�D�QXPEHU�RI&HQWUDO� (XURSHDQ� FRXQWULHV� WR� RYHU� �� SHU� FHQW� LQ� VRPH� &,6� FRXQWULHV�� <HW� WKHUH� LVFRQVLGHUDEOH� YDULDWLRQ� ZLWKLQ� HDFK� UHJLRQ� DV� ZHOO�� :LWKLQ� WKH� &,6�� WKH� KLJK� UHJLRQDODYHUDJH� LV� GULYHQ� E\� WKH� YHU\� KLJK� OHYHOV� RI� DGPLQLVWUDWLYH� FRUUXSWLRQ� LQ� WKH� &DXFDVXVFRXQWULHV� DQG� .\UJ\]VWDQ�� 2WKHU� &,6� FRXQWULHV� IDOO� ZLWKLQ� UDQJHV� PRUH� FRPSDUDEOH� WR(DVWHUQ�(XURSH�
6WDWH�FDSWXUH
0HDVXULQJ�VWDWH�FDSWXUH�DV�D�IRUP�RI�FRUUXSWLRQ�GLVWLQFW�IURP�WKH�DERYH�LV�PRUH�FRPSOH[�DVWKHUH� DUH� IHZ� H[LVWLQJ� LQGLFDWRUV� LQ� WKH� HPSLULFDO� OLWHUDWXUH� RQ� FRUUXSWLRQ�� 2QH� NH\PHDVXUHPHQW�SUREOHP�LV�WKDW�WKH�H[WHQW�WR�ZKLFK�D�VHW�RI�VWDWH�LQVWLWXWLRQV�LV�FDSWXUHG�LV�QRW
���7KLV�PHDVXUH�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�GLIIHUV� IURP� WKH�´EULEH� WD[µ�SUHVHQWHG� LQ�(%5'��������� DOWKRXJK�ERWK�ZHUH
EDVHG�RQ�WKH�%((36���7KH�PHDVXUH�XVHG�LQ�WKLV�SDSHU�LQFOXGHV�WKH�UHVSRQVHV�RI�DOO�ILUPV��ZKHUHDV�WKH�PHDVXUH�SUHVHQWHG�LQ(%5'��������SUHVHQWV�WKH�DYHUDJH�EULEHV�DV�D�VKDUH�RI�UHYHQXHV��DPRQJ�ILUPV�WKDW�UHSRUWHG�SD\LQJ�EULEHV�
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QHFHVVDULO\�D�IXQFWLRQ�RI� WKH�QXPEHU�RI� ILUPV� WKDW�HQJDJH� LQ�VWDWH�FDSWXUH�� ,Q�DQ�H[WUHPHFDVH��D�VLQJOH�SRZHUIXO�PRQRSRO\�FRXOG�JHQHUDWH�D�PXFK�KLJKHU�OHYHO�RI�VWDWH�FDSWXUH�WKDQD ODUJHU�QXPEHU�RI� OHVV�SRZHUIXO� ILUPV� FRPSHWLQJ� WR�EX\�RII� VWDWH�RIILFLDOV��7R�FRPSDUHVWDWH� FDSWXUH� DFURVV� ILUPV� DQG� DFURVV� FRXQWULHV�� ZH� WKHUHIRUH� QHHG� ERWK� WR� LGHQWLI\� WKHQXPEHU�RI�ILUPV�WKDW�HQJDJH�LQ�LW�DQG�WR�PHDVXUH�WKH�H[WHQW�RI�WKH�LPSDFW�RQ�DOO�ILUPV�IURPWKH�FDSWXUH�RI�WKH�VWDWH�E\�D�VXEVHW�RI�WKRVH�ILUPV��&RQVHTXHQWO\��ZH�XVH�WZR�PHDVXUHV�RIVWDWH�FDSWXUH�����DQ�LPSDFW�PHDVXUH�RI� WKH�H[WHQW�RI� WKH� FDSWXUH� HFRQRP\�GHILQHG� DV� WKHVKDUH RI� ILUPV� LQ� HDFK� FRXQWU\� ZKLFK� UHSRUW� D� GLUHFW� LPSDFW� RQ� WKHLU� EXVLQHVV� IURP� WKHSXUFKDVH� RI� ODZV�� GHFUHHV� DQG� UHJXODWLRQV� E\� ILUPV� WKURXJK� SULYDWH� SD\PHQWV� WR� SXEOLFRIILFLDOV�� DQG� ��� D�EHKDYLRUDO� PHDVXUH� WKDW� LGHQWLILHV� FDSWRU� ILUPV�� L�H�� WKRVH� WKDW� UHSRUWKDYLQJ� PDGH� SULYDWH� SD\PHQWV� WR� SXEOLF� RIILFLDOV� IRU� WKH� SXUSRVH� RI� LQIOXHQFLQJ� WKHFRQWHQWV�RI�ODZV��GHFUHHV�RU�UHJXODWLRQV���
7R� FRQVWUXFW� DQ� LQGH[�RI� WKH� FDSWXUH� HFRQRP\�� ILUPV�ZHUH� DVNHG� WR� DVVHVV� WKH� H[WHQW� WRZKLFK�WKH�IROORZLQJ�VL[�W\SHV�RI�DFWLYLWLHV�KDYH�KDG�D�GLUHFW�LPSDFW�RQ�WKHLU�EXVLQHVV���� WKH�VDOH�RI�3DUOLDPHQWDU\�YRWHV�RQ�ODZV�WR�SULYDWH�LQWHUHVWV�� WKH�VDOH�RI�3UHVLGHQWLDO�GHFUHHV�WR�SULYDWH�LQWHUHVWV�� &HQWUDO�%DQN�PLVKDQGOLQJ�RI�IXQGV�� WKH�VDOH�RI�FRXUW�GHFLVLRQV�LQ�FULPLQDO�FDVHV�� WKH�VDOH�RI�FRXUW�GHFLVLRQV�LQ�FRPPHUFLDO�FDVHV�� LOOLFLW�FRQWULEXWLRQV�SDLG�E\�SULYDWH�LQWHUHVWV�WR�SROLWLFDO�SDUWLHV�DQG�HOHFWLRQ�FDPSDLJQV�
7DEOH� �� SUHVHQWV� WKH� SHUFHQWDJH� RI� ILUPV� LQ� HDFK� FRXQWU\� ZKLFK� UHVSRQGHG� WKDW� WKHUHVSHFWLYH� IRUP� RI� VWDWH� FDSWXUH� KDV� KDG� D� VLJQLILFDQW� LPSDFW� RQ� WKHLU� EXVLQHVV�� %\DYHUDJLQJ� DFURVV� DOO� RI� WKH� FDWHJRULHV� DQ� DJJUHJDWH� LQGH[� RI� WKH� H[WHQW� RI� WKH� FDSWXUHHFRQRP\�LV�SUHVHQWHG�
7KH�LQGH[�RI�WKH�FDSWXUH�HFRQRP\��GHILQHG�DV�WKH�XQZHLJKWHG�DYHUDJH�RI�WKH���FRPSRQHQWLQGLFHV�� VXJJHVWV�D� VKDUS�GLYLVLRQ�RI� WKH� WUDQVLWLRQ�FRXQWULHV� LQWR� WZR�JURXSV���� 7KH� ORZFDSWXUH� JURXS� LQFOXGHV�� $OEDQLD�� $UPHQLD�� %HODUXV�� &]HFK� 5HSXEOLF�� (VWRQLD�� +XQJDU\�.D]DNKVWDQ��/LWKXDQLD��3RODQG��6ORYHQLD�DQG�8]EHNLVWDQ��7KLV� LV�DQ�XQXVXDO�FRPELQDWLRQRI FRXQWULHV�DV�LW�LQFRUSRUDWHV�WKH�PRVW�DGYDQFHG�DQG�WKH�OHDVW�DGYDQFHG�UHIRUPHUV�RQ�ERWKSROLWLFDO�DQG�HFRQRPLF� WUDQVLWLRQ� LQ� WKH�VDPSOH�� ,W� VKRXOG�QRW�EH� VXUSULVLQJ� WKDW� WKH�PRVW
���2I� FRXUVH�� WKH� LPSDFW�PHDVXUH� RI� VWDWH� FDSWXUH� LV� EDVHG� RQ� WKH� VSHFXODWLRQ� RI� ILUPV� WKDW� RWKHU� ILUPV� DUH� HQJDJLQJ� LQLPSURSHU�EHKDYLRU�DQG�WKXV�OHVV�UHOLDEOH�WKDQ�WKH�EHKDYLRUDO�PHDVXUH��7KH�HPSLULFDO�DQDO\VLV�RI�WKH�HIIHFWV�RI�VWDWH�FDSWXUH�RQILUP�OHYHO�SHUIRUPDQFH�EHORZ�ZLOO�EH�EDVHG�RQ�WKH�PRUH�UHOLDEOH�EHKDYLRUDO�PHDVXUH��+RZHYHU��ZH�EHOLHYH� WKDW� WKH� LPSDFWPHDVXUH�VWLOO�SURYLGHV�D�XVHIXO�UHODWLYH�LQGLFDWRU�RI�SHUFHSWLRQV�RI�WKH�LPSDFW�RI�VWDWH�FDSWXUH�DFURVV�FRXQWULHV�
���7KH� GHFLVLRQ� WR� LQFOXGH� WKH� VDOH� RI� FRXUW� GHFLVLRQV� WR� SULYDWH� LQWHUHVWV� DQG� WKH�PLVKDQGOLQJ� RI� &HQWUDO� %DQN� IXQGV� DVHOHPHQWV�RI�VWDWH�FDSWXUH�UHTXLUHV�VRPH�H[SODQDWLRQ��&RXUWV�DUH�JHQHUDOO\�VHHQ�DV�LQVWLWXWLRQV�WKDW�LPSOHPHQW�H[LVWLQJ�ODZV�DVRSSRVHG� WR� PDNLQJ� WKHP�� WKRXJK� WKH� SUHFHGHQW�VHWWLQJ� IXQFWLRQ� RI� FRXUWV� FDQ� EOXU� WKHVH� ERXQGDULHV�� ,Q� WKH� WUDQVLWLRQFRXQWULHV��ZKHUH�OHJDO�V\VWHPV�DUH�VWLOO�LQ�WKH�QDVFHQW�VWDJHV�RI�GHYHORSPHQW��FRXUWV�FDQ�EH�VHHQ�DV�SOD\LQJ�D�PRUH�IRUPDWLYHUROH�LQ�WKH�GHYHORSPHQW�RI�WKH�OHJDO�IUDPHZRUN���$V�UHJDUGV�WKH�&HQWUDO�%DQN��WKH�LQVWLWXWLRQ·V�UROH�LQ�VHWWLQJ�PRQHWDU\�SROLF\DQG�FUHDWLQJ�WKH�UHJXODWRU\�IUDPHZRUN�IRU� WKH�GHYHORSLQJ�ILQDQFLDO�V\VWHP�DOVR�EOXUV� WKH�GLVWLQFWLRQ�EHWZHHQ�WKH�IRUPDWLRQDQG� LPSOHPHQWDWLRQ� RI� UXOHV�� � :KLOH� UHFRJQL]LQJ� WKH� GLIILFXOW\� RI� GUDZLQJ� FRQFUHWH� ERXQGDULHV� ZLWKLQ� DQ\� SDUWLFXODULQVWLWXWLRQ��ZH�KDYH� FKRVHQ� WR� LQFRUSRUDWH� WKHVH� LQVWLWXWLRQV�ZLWKLQ� WKH� FDWHJRU\�RI� VWDWH� FDSWXUH� DV� D� UHVXOW� RI� WKH� XQLTXHQDWXUH�RI�WKH�WUDQVLWLRQ�SHULRG��<HW�LW�LV�LPSRUWDQW�WR�QRWH�WKDW�UHPRYLQJ�WKHVH�FRPSRQHQWV�IURP�WKH�LQGH[�RI�VWDWH�FDSWXUHGRHV�QRW�FKDQJH�VXEVWDQWLDOO\�WKH�UDQNLQJ�RI�FRXQWULHV�RQ�VWDWH�FDSWXUH�SUHVHQWHG�LQ�WDEOH���
���7KLV�GLYLVLRQ�LV�QRW�LQWHQGHG�WR�LPSO\�WKDW�WKHUH�DUH�QR�LQWHUHVWLQJ�GLIIHUHQFHV�EHWZHHQ�WKH�FRXQWULHV�LQ�WKH�WZR�JURXSV�EXWLV�UDWKHU�D�VLPSOH�UHIOHFWLRQ�RI�D�WHQGHQF\� LQ� WKH�GDWD� WKDW�ZLOO�EH�XVHG�IRU�IUDPLQJ�VRPH�RI� WKH�XQFRQWUROOHG�UHVXOWV� LQ� WKHSDSHU��$OEDQLD�LV�GHILQHG�DV�WKH�ERUGHUOLQH�ORZ�FDSWXUH�FRXQWU\�DQG�5RPDQLD�WKH�ERUGHUOLQH�KLJK�FDSWXUH�FRXQWU\�
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DGYDQFHG�UHIRUPHUV�KDYH�WKH�ORZHVW�OHYHOV�RI�VWDWH�FDSWXUH�DV�WKHLU�SURJUHVV�LQ�OLEHUDOL]LQJWKH� HFRQRP\�� VWUHQJWKHQLQJ� EXUHDXFUDWLF� DFFRXQWDELOLW\� DQG� SURPRWLQJ� SROLWLFDOFRQWHVWDELOLW\�PLJKW� EH� H[SHFWHG� WR� SODFH� VRPH�� DOEHLW� VWLOO� LPSHUIHFW�� FRQVWUDLQWV� RQ� WKHH[WHQW�WR�ZKLFK�LQGLYLGXDO�ILUPV�FDQ�FDSWXUH�WKH�VWDWH�
7DEOH����0HDVXULQJ�WKH�FDSWXUH�HFRQRP\����RI�ILUPV�DIIHFWHG�E\�µSXUFKDVH�RI«
�

&RXQWU\
3DUOLDPHQWDU\OHJLVODWLRQ 3UHVLGHQWLDOGHFUHHV &HQWUDO%DQN &ULPLQDO&RXUWV &RPPHUFLDO&RXUWV 3DUW\)LQDQFH &DSWXUH(FRQRP\,QGH[�

&ODVVLILFDWLRQ��

$OEDQLD �� � � �� �� �� �� /RZ$UPHQLD �� � �� � � � � /RZ$]HUEDLMDQ �� �� �� �� �� �� �� +LJK%HODUXV � � �� � � � � /RZ%XOJDULD �� �� �� �� �� �� �� +LJK&URDWLD �� �� �� �� �� �� �� +LJK&]HFK�5HS� �� �� �� � � � �� /RZ(VWRQLD �� � � � � �� �� /RZ*HRUJLD �� �� �� �� �� �� �� +LJK+XQJDU\ �� � � � � � � /RZ.D]DNKVWDQ �� �� �� �� �� � �� /RZ.\UJ\]VWDQ �� �� �� �� �� �� �� +LJK/DWYLD �� �� � �� �� �� �� +LJK/LWKXDQLD �� � � �� �� �� �� /RZ0ROGRYD �� �� �� �� �� �� �� +LJK3RODQG �� �� � �� �� �� �� /RZ5RPDQLD �� �� �� �� �� �� �� +LJK5XVVLD �� �� �� �� �� �� �� +LJK6ORYDN�5HS �� �� �� �� �� �� �� +LJK6ORYHQLD � � � � � �� � /RZ8NUDLQH �� �� �� �� �� �� �� +LJK8]EHNLVWDQ � � � � � � � /RZ
2YHUDOO�XQZHLJKWHGDYHUDJH�

�� �� �� �� �� �� ��


 )LUPV�ZHUH�DVNHG�ZKHWKHU�FRUUXSWLRQ�LQ�HDFK�GLPHQVLRQ�KDG�QR�LPSDFW��PLQRU�LPSDFW��VLJQLILFDQW�LPSDFW��YHU\VLJQLILFDQW�LPSDFW�RQ�WKHLU�EXVLQHVV���7KH�WDEOH�UHSRUWV�WKH�SURSRUWLRQ�RI�ILUPV�UHSRUWLQJ�VLJQLILFDQW�RU�YHU\�VLJQLILFDQWLPSDFW�RI�VWDWH�FDSWXUH�LQ�HDFK�GLPHQVLRQ�
��&DOFXODWHG�DV�WKH�XQZHLJKWHG�DYHUDJH�RI�WKH�VL[�FRPSRQHQW�LQGLFHV�

$ SULRUL� WKH�ORZ�FDSWXUH�LQGH[�IRU�VRPH�RI�WKH�OHDVW�DGYDQFHG�UHIRUPHUV��VXFK�DV�%HODUXVDQG�8]EHNLVWDQ��PLJKW�DSSHDU�SX]]OLQJ��$�OLNHO\�H[SODQDWLRQ�LV� WKDW� LQ�VXFK�FRXQWULHV� WKHSULYDWH� VHFWRU� UHPDLQV� VPDOO�� LPSRUWDQW� HOHPHQWV� RI� WKH� FRPPDQG� V\VWHP� DUH� VWLOO� LQRSHUDWLRQ�� DQG� WKH� SROLWLFDO� UHJLPHV� DUH� KLJKO\� DXWKRULWDULDQ�� � ,Q� FRXQWULHV� ZLWK� VXFK� DVHYHUH�LPEDODQFH�EHWZHHQ�WKH�SRZHU�RI�WKH�VWDWH�DQG�WKH�SULYDWH�VHFWRU��WKH�H[WHQW�RI�VWDWHFDSWXUH�E\�WKH�SULYDWH�VHFWRU�FDQ�RQO\�EH�PLQLPDO��DQG�LQGHHG�WKH�FRQFHSW�PD\�KDYH�OLWWOHPHDQLQJ�LQ�WKLV�FRQWH[W��
7KH�JDS�VHSDUDWLQJ�FRXQWULHV�ZLWK�D�ORZ�DQG�KLJK�VWDWH�FDSWXUH�LQGH[�LV�FRQVLGHUDEOH��,Q�WKHKLJK FDSWXUH�HFRQRPLHV��PRUH� WKDQ�D�TXDUWHU�RI� WKH� ILUPV�VXUYH\HG�UHSRUWHG�D�VLJQLILFDQWLPSDFW� RI� VWDWH� FDSWXUH� RQ� WKHLU� EXVLQHVV�� 7KLV� JURXS� LQFOXGHV�� $]HUEDLMDQ�� %XOJDULD�
���7KH� XVH� RI� WKH� GHVFULSWLYH� WHUP� ¶ORZ·� GRHV� QRW� LPSO\� WKDW� VWDWH� FDSWXUH� GRHV� QRW� H[LVW� LQ� WKHVH� FRXQWULHV�� � ,QGHHG� WKH%((36�VKRZV�WKDW�WKH�SKHQRPHQRQ�LV�SUHVHQW�DFURVV�WKH�WUDQVLWLRQ�HFRQRPLHV��DOWKRXJK�LQ�WKRVH�WKDW�ZH�GHVFULEH�DV� ¶ORZ·WKH�LPSDFW�LV�VLJQLILFDQWO\�PRUH�OLPLWHG�
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&URDWLD��*HRUJLD��.\UJ\]VWDQ��/DWYLD��0ROGRYD��5RPDQLD��5XVVLD��6ORYDNLD�DQG�8NUDLQH�0RVW RI� WKHVH� FRXQWULHV� FRXOG� EH� FRQVLGHUHG� SDUWLDO� UHIRUPHUV� ERWK� LQ� WHUPV� RI� WKHLUSROLWLFDO� DQG� HFRQRPLF� WUDQVLWLRQV�� � 7KH\� KDYH� JHQHUDOO\� PDGH� VLJQLILFDQW� DGYDQFHV� LQOLEHUDOL]DWLRQ� DQG� SULYDWL]DWLRQ� ZLWK� PXFK� OHVV� SURJUHVV� LQ� FRQFRPLWDQW� LQVWLWXWLRQDOUHIRUPV�WR�VXSSRUW�D�SURSHU�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�� �7KRXJK�PRVW�KDYH�DGRSWHGWKH� EDVLF� UXOHV� RI� GHPRFUDWLF� HOHFWLRQV�� WKHUH� UHPDLQ� FRQFHUQV� LQ� QHDUO\� DOO� RI� WKHVHFRXQWULHV� UHJDUGLQJ� WKH� FRQFHQWUDWLRQ� RI� SROLWLFDO� SRZHU� DQG� OLPLWDWLRQV� RQ� SROLWLFDOFRPSHWLWLRQ�� �&DSWXUH�PLJKW�EH�H[SHFWHG�WR�WKULYH�LQ�DQ�HQYLURQPHQW�RI�SDUWLDO�HFRQRPLFUHIRUPV�DQG�FRQFHQWUDWHG�SROLWLFDO�SRZHU��WKRXJK�WKH�GHWHUPLQDQWV�RI�WKH�FDSWXUH�HFRQRP\ZLOO�EH�DGGUHVVHG�LQ�JUHDWHU�GHWDLO�EHORZ���
,Q� FRQWUDVW� WR� WKLV� LPSDFW�PHDVXUH�RI� WKH�H[WHQW�RI� VWDWH� FDSWXUH�� WKH�%((36� VXUYH\� DOVRDWWHPSWHG� WR� HOLFLW� ZKHWKHU� ILUPV� GLUHFWO\� HQJDJHG� LQ�PDNLQJ� LOOLFLW� SULYDWH� SD\PHQWV� WRSXEOLF�RIILFLDOV�WR�LQIOXHQFH�WKH�FRQWHQW�RI�ODZV��GHFUHHV�RU�UHJXODWLRQV��7KLV�DOORZV�XV�WRLGHQWLI\�FDSWRU� ILUPV� DQG� FRQWUDVW� WKHLU� FKDUDFWHULVWLFV� DQG� SHUIRUPDQFH�ZLWK� RWKHU� ILUPVERWK�ZLWKLQ�DQG�DFURVV�FRXQWULHV����7DEOH���OLVWV�WKH�VKDUH�RI�DOO�ILUPV�LQ�HDFK�FRXQWU\�WKDWFDQ�EH�FODVVLILHG�DV�FDSWRU�ILUPV��$V�H[SHFWHG��FDSWRU�ILUPV�DUH�D�PLQRULW\�LQ�DOO�FRXQWULHV�WKRXJK�DJDLQ�WKH�YDULDWLRQ�LV�FRQVLGHUDEOH�DFURVV�WKH�WUDQVLWLRQ�FRXQWULHV�
,QIOXHQFH
7KH�PHDVXUH�RI�LQIOXHQFH�LV�EDVHG�RQ�WKH�ILUP¶V�RZQ�DVVHVVPHQW�RI�WKHLU�FDSDFLW\�WR�DIIHFWWKH�FRQWHQW�RI�ODZV��UXOHV��UHJXODWLRQV�RU�GHFUHHV�HPDQDWLQJ�IURP�YDULRXV�VWDWH�LQVWLWXWLRQVWKDW�ZRXOG�KDYH�D�VXEVWDQWLDO�LPSDFW�RQ�WKHLU�EXVLQHVV���� 7KH�TXHVWLRQ�PDGH�QR�UHIHUHQFHWR�DQ\�SULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�RU�RWKHU�H[SOLFLW�IRUPV�RI�FRUUXSWLRQ��)LUPV�WKDWUHSRUWHG�VRPH�LQIOXHQFH�RU�PRUH�RQ�DQ\�RI�WKH�EUDQFKHV�RI�JRYHUQPHQW�OLVWHG�±�H[HFXWLYH�OHJLVODWXUH��PLQLVWULHV�RU�UHJXODWRU\�DJHQFLHV�±�ZHUH�FODVVLILHG�DV�LQIOXHQWLDO��7KH�VKDUH�RILQIOXHQWLDO� ILUPV� DV� D� SHUFHQWDJH� RI� WKH� VDPSOH� LQ� HDFK� FRXQWU\� LV� OLVWHG� LQ� 7DEOH� ��,QIOXHQWLDO� ILUPV�PDNH� XS� D� VPDOO� PLQRULW\� RI� ILUPV� LQ� HYHU\� WUDQVLWLRQ� FRXQWU\�� WKRXJKWKHUH�LV�VWLOO�FRQVLGHUDEOH�YDULDWLRQ�DFURVV�FRXQWULHV�
2QH PLJKW� H[SHFW� VRPH� RYHUODS� EHWZHHQ� VWDWH� FDSWXUH� DQG� LQIOXHQFH� DV� ERWK� UHSUHVHQWHIIRUWV� WR� VKDSH� WKH� FRQWHQW� RI� WKH� OHJDO� DQG� UHJXODWRU\� IUDPHZRUN�� DOWKRXJK� WKURXJK
���2Q�WKH�OLQNV�EHWZHHQ�SDUWLDO�UHIRUPV�DQG�WKH�FDSDFLW\�RI�SRZHUIXO�ILUPV�WR�FRQFHQWUDWH�JDLQV�DV�D�UHVXOW�RI�WKH�DVVRFLDWHGPDUNHW�GLVWRUWLRQV��VHH�+HOOPDQ��������
���7KH�FDSWRU�ILUPV�ZHUH�LGHQWLILHG�RQ�WKH�EDVLV�RI�WKH�IROORZLQJ�TXHVWLRQ���´+RZ�RIWHQ�GR�ILUPV�OLNH�\RXUV�QRZDGD\V�QHHG�WRPDNH�H[WUD��XQRIILFLDO�SD\PHQWV� WR�SXEOLF�RIILFLDOV� WR� LQIOXHQFH� WKH�FRQWHQW�RI�QHZ� ODZV��GHFUHHV�DQG� UHJXODWLRQV"µ�� �)LUPVUHVSRQGLQJ�´VRPHWLPHVµ�RU�´PRUH�IUHTXHQWO\µ�ZHUH�FODVVLILHG�DV�FDSWRUV��$V�GLVFXVVHG�DERYH��WKHUH�LV�QR�WKHRUHWLFDO�UHDVRQ�WREHOLHYH� WKDW� WKH�EHKDYLRUDO�PHDVXUH�RI� VWDWH� FDSWXUH�� FRQVWUXFWHG� DV� WKH� VKDUH�RI� ILUPV� HQJDJLQJ� LQ� WKLV� DFWLYLW\�� VKRXOG�EHQHFHVVDULO\�UHODWHG�LQ�DQ\�V\VWHPDWLF�PDQQHU�WR�WKH�LPSDFW�PHDVXUH��FRQVWUXFWHG�DV�WKH�VKDUH�RI�ILUPV�WKDW�KDYH�EHHQ�GLUHFWO\DIIHFWHG���+RZHYHU�D�VLPSOH�FRUUHODWLRQ�RI�WKH�WZR�PHDVXUHV�UHYHDOV�D�FRUUHODWLRQ�FRHIILFLHQW�RI�������ZKLFK�OHQGV�DGGLWLRQDOFRQILGHQFH�WR�WKH�PHDVXUHPHQW�RI�VWDWH�FDSWXUH�DV�XVHG�LQ�WKLV�SDSHU���1HYHUWKHOHVV��WKH�OHVV�WKDQ�SHUIHFW�FRUUHODWLRQ�EHWZHHQWKH�WZR�PHDVXUHV�LV�FRQVLVWHQW�ZLWK�WKH�REVHUYDWLRQ�WKDW�WKH�QDWXUH�RI�VWDWH�FDSWXUH�YDULHV�IURP�FRXQWU\�WR�FRXQWU\�DQG�WKXVWKHUH� LV� D� YDULDQFH� LQ� WKH� FURVV�FRXQWU\� FRQFHQWUDWLRQ� RI� FDSWXUH�� GHILQHG� DV� WKH� UDWLR� RI� WKH� FDSWXUH� HFRQRP\� LQGH[� WR� WKHSURSRUWLRQ� RI� FDSWRU� ILUPV� �L�H�� WKH� HFRQRP\�ZLGH� VWDWH� FDSWXUH� LPSDFW� SHU� FDSWRU� ILUP��� 7KH� FDOFXODWHG� PHDVXUH� RIFRQFHQWUDWLRQ�RI�FDSWXUH�LV�SUHVHQWHG�LQ�WKH�DSSHQGL[�WDEOH�$��DQG�ZLOO�EH�DQDO\]HG�IXUWKHU�LQ�IRUWKFRPLQJ�UHVHDUFK�
���7KH�LQIOXHQWLDO�ILUPV�ZHUH�LGHQWLILHG�RQ�WKH�EDVLV�RI�WKH�IROORZLQJ�TXHVWLRQ���´:KHQ�D�QHZ�ODZ��UXOH�UHJXODWLRQ�RI�GHFUHH�LVEHLQJ�GLVFXVVHG�WKDW�FRXOG�KDYH�D�VXEVWDQWLDO�LPSDFW�RQ�\RXU�EXVLQHVV��KRZ�PXFK�LQIOXHQFH�GRHV�\RXU�ILUP�W\SLFDOO\�KDYH�DWWKH�QDWLRQDO� OHYHO�RI�JRYHUQPHQW� WR� WU\� WR� LQIOXHQFH�WKH�FRQWHQW�RI� WKDW� ODZ��UXOH�UHJXODWLRQ�RU�GHFUHH"µ� �7KH�TXHVWLRQ�ZDVDVNHG�VHSDUDWHO\�IRU�WKH�H[HFXWLYH��OHJLVODWLYH��PLQLVWU\�DQG�UHJXODWRU\�EUDQFKHV�RI�JRYHUQPHQW���$�ILUP�WKDW�UHSRUWHG�LQIOXHQFHLQ�DQ\�RI�WKHVH�EUDQFKHV�ZDV�FODVVLILHG�DV�LQIOXHQWLDO�
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GLIIHUHQW�PHWKRGV��+RZHYHU��D�FURVV�WDEXODWLRQ�RI�FDSWRU�ILUPV�DQG�LQIOXHQWLDO�ILUPV�DFURVVWKH�HQWLUH�VDPSOH�UHYHDOV�VXUSULVLQJO\�OLWWOH�RYHUODS���2I�WKH�����FDSWRU�DQG�LQIOXHQWLDO�ILUPVLQ� WKH� VDPSOH�� RQO\� ��� ILUPV� UHSRUW� WKDW� WKH\� HQJDJH� LQ� ERWK� VWDWH� FDSWXUH� DQG� KDYHLQIOXHQFH�RQ� WKH� IRUPDWLRQ�RI� VWDWH�SROLFLHV��7KLV� VXJJHVWV� WKDW�FDSWXUH� DQG� LQIOXHQFH� DUHDOWHUQDWLYH� VWUDWHJLHV� RI� LQWHUDFWLQJ� ZLWK� WKH� VWDWH� IRU� D� VPDOO� VKDUH� RI� ILUPV� ZLWK� WKHFDSDFLW\�WR�KDYH�DQ�LPSDFW�RQ�VKDSLQJ�WKH�OHJDO�DQG�UHJXODWRU\�HQYLURQPHQW�
7DEOH����&DSWRU�DQG�,QIOXHQWLDO�ILUPV

&RXQWU\ &DSWRUV���RI�VDPSOH� ,QIOXHQWLDO���RI�VDPSOH�
$OEDQLD �� �$UPHQLD � �$]HUEDLMDQ �� �%HODUXV � �%XOJDULD �� �&URDWLD �� ��&]HFK�5HSXEOLF � �(VWRQLD � ��*HRUJLD � �+XQJDU\ � �.D]DNKVWDQ � �.\UJ\]VWDQ � �/DWYLD �� ��/LWKXDQLD �� �0ROGRYD �� ��3RODQG � �5RPDQLD �� �5XVVLD � �6ORYDN�5HSXEOLF �� �6ORYHQLD �� �8NUDLQH �� ��8]EHNLVWDQ � �
2YHUDOO��XQZHLJKWHGDYHUDJH� � �

���7KH�GHWHUPLQDQWV�RI�FDSWXUH��FRUUXSWLRQ�DQG�LQIOXHQFH
:KDW IDFWRUV� DIIHFW� WKH� SURSHQVLW\� RI� ILUPV� WR� HQWHU� LQWR� WKHVH� GLIIHUHQW� W\SHV� RIUHODWLRQVKLSV� ZLWK� WKH� VWDWH"� � 7R� ZKDW� H[WHQW� DUH� WKHVH� FKRLFHV� GHWHUPLQHG� E\FKDUDFWHULVWLFV�RI� WKH� ILUP�RU� IHDWXUHV�RI� WKH�EURDGHU�SROLWLFDO� HFRQRP\�HQYLURQPHQW"�%\LQYHVWLJDWLQJ�WKH�GLIIHUHQW�SURILOHV�RI�ILUPV�WKDW�HQJDJH�LQ�VWDWH�FDSWXUH�DQG�LQIOXHQFH��ZHPLJKW�JDLQ�LQVLJKWV�LQWR�KRZ�WKHVH�UHODWLRQVKLSV�ZLWK�WKH�VWDWH�GLIIHU�
(FRQRPHWULF�5HVXOWV
:H SUHVHQW�WKH�UHVXOWV�RI�VHSDUDWH�UHJUHVVLRQV�WR�H[SORUH�WKH�FKDUDFWHULVWLFV�WKDW�DIIHFW�WKHSURSHQVLW\� RI� DQ\� JLYHQ� ILUP� WR� HQJDJH� LQ� DGPLQLVWUDWLYH� FRUUXSWLRQ�� VWDWH� FDSWXUH� RULQIOXHQFH��DV�GHILQHG�DERYH��&RQWUROOLQJ�IRU�FRXQWU\�IL[HG�HIIHFWV��ZH�H[DPLQH�WKH�LPSDFWRI WKH� ILUP¶V� VL]H��RULJLQV��PDUNHW�SRZHU��EXUHDXFUDWLF� UHFRXUVH��DQG�VHFXULW\�RI�SURSHUW\
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DQG�FRQWUDFW�ULJKWV�
6L]H���� /DUJHU� ILUPV�ZRXOG�EH� H[SHFWHG� WR�ZLHOG� JUHDWHU� LQIOXHQFH� DQG�EH�PRUH� OLNHO\� WRHQJDJH�LQ�VWDWH�FDSWXUH�DV�WKH\�KDYH�PRUH�EDUJDLQLQJ�SRZHU�ZLWK�WKH�VWDWH�DQG�FRQWURO�PRUHUHVRXUFHV��6PDOOHU�ILUPV��LQ�FRQWUDVW��PLJKW�EH�PRUH�YXOQHUDEOH�WR�WKH�JUDEELQJ�KDQG�RI�WKHVWDWH�DQG�WKXV�PRUH�OLNHO\�WR�EH�WDUJHWV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�
2ULJLQV����� 7KH�RZQHUVKLS�DQG�RULJLQV�RI�WKH�ILUP�±�L�H��VWDWH�RZQHG��SULYDWL]HG�RU�GH�QRYR± GHWHUPLQH��WR�VRPH�H[WHQW��WKH�IRUPDO�WLHV�EHWZHHQ�WKH�ILUP�DQG�WKH�VWDWH�DV�ZHOO�DV� WKHH[WHQW� RI� UHSHDWHG� LQWHUDFWLRQV� EHWZHHQ� ILUP�PDQDJHUV� DQG� SXEOLF� RIILFLDOV�� 6WDWH�RZQHGDQG SULYDWL]HG�ILUPV�PLJKW�EH�H[SHFWHG�WR�UHWDLQ�FRQVLGHUDEOH�DFFHVV�WR�DQG�WLHV�ZLWK�SXEOLFRIILFLDOV��HQKDQFLQJ� WKHLU� LQIOXHQFH�RQ� WKH�VWDWH�� �$V�QHZ�SOD\HUV�RQ� WKH�PDUNHW��GH�QRYRILUPV��LQ�FRQWUDVW���DUH�OHVV�OLNHO\�WR�EH�LQIOXHQWLDO��ZKLOH�SRVVLEO\�PRUH�OLNHO\�WR�LQYHVW�LQVWDWH�FDSWXUH�DV�D�VXEVWLWXWH�IRU�PRUH�IRUPDO�WLHV�RI�LQIOXHQFH�WR�WKH�VWDWH��6XFK�ILUPV�PLJKWDOVR�EH�H[SHFWHG�WR�SD\�KLJKHU�OHYHOV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�
0DUNHW� SRZHU���� )LUPV� ZLWK� JUHDWHU� PDUNHW� SRZHU� ZRXOG� EH� H[SHFWHG� WR� EH� PRUHLQIOXHQWLDO�DQG�PRUH�OLNHO\�WR�HQJDJH�LQ�VWDWH�FDSWXUH��WKRXJK�LW�LV�GLIILFXOW�WR�VHSDUDWH�WKHGLUHFWLRQ� RI� FDXVDOLW\� VLQFH� LQIOXHQFH� DQG� FDSWXUH� DUH� DOVR� OLNHO\� WR� HQKDQFH� WKH� ILUP¶VPDUNHW� SRZHU���� ,Q� WKH� %((36� VXUYH\��PDUNHW� SRZHU� LV�PHDVXUHG� E\� WKH� LQHODVWLFLW\� RIGHPDQG� IRU� WKH� ILUP¶V� PDMRU� SURGXFW� OLQH�� 5HVSRQGHQWV� ZHUH� DVNHG� WR� VWDWH� WKH� OLNHO\UHVSRQVH�RI�WKHLU�FXVWRPHUV�WR�D�VLJQLILFDQW�SULFH�LQFUHDVH�LQ�WKHLU�PDLQ�SURGXFW�OLQH���)LUPVZLWK�OHVV�PDUNHW�SRZHU�DUH�PRUH�OLNHO\�WR�EH�VXEMHFWHG�WR�GHPDQGV�IRU�EULEHV�LQ�WKH�FRQWH[WRI DGPLQLVWUDWLYH�FRUUXSWLRQ�
%XUHDXFUDWLF�UHFRXUVH���� 6RPH�ILUPV�KDYH�EHWWHU�DFFHVV�WR�SXEOLF�RIILFLDOV�WKDQ�RWKHUV�DQGFDQ� XVH� WKDW� DFFHVV� WR� HQVXUH� IDLU� WUHDWPHQW� DJDLQVW� WUDQVJUHVVLRQV�� 7KH� %((36� VXUYH\DVNHG�ILUPV�WR�DVVHVV�ZKHWKHU��LI�VRPH�SXEOLF�RIILFLDO�DFWV�DJDLQVW�WKH�UXOHV��WKH\�FDQ�JR�WRDQRWKHU� SXEOLF� RIILFLDO� WR� JHW� IDLU� WUHDWPHQW�ZLWKRXW� UHFRXUVH� WR� SULYDWH� SD\PHQWV� WR� WKDWSXEOLF� RIILFLDO�� )LUPV� WKDW� KDYH� VXIILFLHQW� DFFHVV� WR� GHIHQG� WKHPVHOYHV� DJDLQVW� VXFKWUDQVJUHVVLRQV� FRXOG� EH� GHVFULEHG� DV� KDYLQJ� JUHDWHU� EXUHDXFUDWLF� UHFRXUVH�� %XUHDXFUDWLFUHFRXUVH�VKRXOG�EH�H[SHFWHG�WR�EH�SRVLWLYHO\�DVVRFLDWHG�ZLWK�JUHDWHU�LQIOXHQFH���)LUPV�WKDWHQJDJH�LQ�VWDWH�FDSWXUH�PLJKW�EH�H[SHFWHG�WR�KDYH�ORZHU�OHYHOV�RI�EXUHDXFUDWLF�UHFRXUVH�DVWKHLU� LQWHUDFWLRQV�ZLWK�SXEOLF�RIILFLDOV� WHQG� WR�EH�EDVHG� RQ� SULYDWH� SD\PHQWV�� )LUPV�ZLWKOHVV�EXUHDXFUDWLF�UHFRXUVH�VKRXOG�DOVR�EH�PRUH�SURQH�WR�DGPLQLVWUDWLYH�FRUUXSWLRQ�
���)LUPV�ZHUH�GLYLGHG�LQWR�VPDOO��PHGLXP�DQG�ODUJH�EDVHG�RQ�WKH�QXPEHU�RI�HPSOR\HHV���6PDOO�ILUPV�KDG�OHVV�WKDQ����HPSOR\HHV�PHGLXP�VL]HG�ILUPV�KDG�EHWZHHQ����DQG�����DQG�ODUJH�ILUPV�ZHUH�WKRVH�ZLWK�PRUH�WKDQ�����
���)LUPV�ZHUH�GLYLGHG�LQWR�GH QRYR��SULYDWL]HG�DQG� VWDWH�RZQHG�� 'H�QRYR�ILUPV�DUH� WKRVH�ZKLFK�ZHUH�SULYDWH�IURP�WKH�WLPH�RIVWDUW�XS�ZLWK�QR�VWDWH�RZQHG�SUHGHFHVVRU��SULYDWL]HG�ILUPV�DUH�WKRVH�ZKLFK�ZHUH�IRUPHUO\�VWDWH�RZQHG�DQG�VWDWH�RZQHG�ILUPVDUH�WKRVH�LQ�ZKLFK�WKH�VWDWH�UHWDLQV�PDMRULW\�RZQHUVKLS�
���)LUPV�ZHUH�DVNHG��´LI�\RX�ZHUH�WR�UDLVH�\RXU�SULFHV�RI�\RXU�PDLQ�SURGXFW�OLQH�����DERYH�WKHLU�FXUUHQW�OHYHO��DIWHU�DOORZLQJIRU� DQ\� LQIODWLRQ� DQG� DVVXPLQJ� WKDW� \RXU� FRPSHWLWRUV�PDLQWDLQHG� WKHLU� FXUUHQW� SULFHV���ZKLFK� RI� WKH� IROORZLQJ�ZRXOG� EHVWGHVFULEH�WKH�UHVXOW"��0DQ\�RI�RXU�FXVWRPHUV�ZRXOG�EX\�IURP�RXU�FRPSHWLWRUV�LQVWHDG������2XU�FXVWRPHUV�ZRXOG�FRQWLQXH�WREX\�IURP�XV��EXW�DW�PXFK�ORZHU�TXDQWLWLHV������&XVWRPHUV�ZRXOG�FRQWLQXH�WR�EX\�IURP�XV��EXW�DW�VOLJKWO\�ORZHU�TXDQWLWLHV�����&XVWRPHUV�ZRXOG�FRQWLQXH�WR�EX\�IURP�XV�LQ�WKH�VDPH�TXDQWLWLHV�DV�QRZ�����
���,Q�DGGLWLRQ��ZH�LQFOXGH�WKLV�YDULDEOH�VLQFH�LWV�H[FOXVLRQ�SRWHQWLDOO\�ELDVHV�WKH�FRHIILFLHQW�RI�WKH�LQVHFXULW\�RI�SURSHUW\�ULJKWVYDULDEOH�
���)LUPV�ZHUH�DVNHG��´+RZ�RIWHQ�LV�WKH�IROORZLQJ�VWDWHPHQW�WUXH"��,I�D�JRYHUQPHQW�DJHQW�DFWV�DJDLQVW�WKH�UXOHV�,�FDQ�XVXDOO\JR�WR�DQRWKHU�RIILFLDO�RU�WR�KLV�VXSHULRU�DQG�JHW�WKH�FRUUHFW�WUHDWPHQW�ZLWKRXW�UHFRXUVH�WR�XQRIILFLDO�SD\PHQWV�µ��1HYHU�����6HOGRP������6RPHWLPHV������)UHTXHQWO\������0RVWO\������$OZD\V�����



��

,QVHFXULW\� RI� SURSHUW\� DQG� FRQWUDFW� ULJKWV���� )LUPV� ZLWK� LQVHFXUH� SURSHUW\� ULJKWV�HVSHFLDOO\�DV�D�UHVXOW�RI�GLVFUHWLRQDU\�LQWHUYHQWLRQV�LQ�WKHLU�DIIDLUV�E\�EXUHDXFUDWV��PLJKW�EHWHPSWHG� WR� VHHN� LQGLYLGXDOL]HG� SURWHFWLRQ� WKURXJK� VWDWH� FDSWXUH�� ,Q� FRQWUDVW�� ILUPV� ZLWKPRUH� VHFXUH� SURSHUW\� ULJKWV� PLJKW� EH� H[SHFWHG� WR� ZLHOG� JUHDWHU� LQIOXHQFH� RQ� WKH� VWDWH�JLYHQ�WKHLU�ORQJHU�WLPH�KRUL]RQ�DQG�JUHDWHU�OHYHUDJH�RYHU�WKH�VWDWH��7KH�VXUYH\�DVNHG�ILUPVWR�HYDOXDWH�WKH�VHFXULW\�RI�WKHLU�SURSHUW\�DQG�FRQWUDFW�ULJKWV�ERWK�WRGD\�DQG�WKUHH�\HDUV�DJRWR�H[DPLQH�FKDQJHV�RYHU�WLPH��,Q�WKH�UHJUHVVLRQV�UHSRUWHG�EHORZ�ZH�XVH�WKH�LQVHFXULW\�RIVXFK�ULJKWV�WKUHH�\HDUV�DJR�DV�SUR[\�IRU�WKH�ILUP¶V�³LQLWLDO�FRQGLWLRQV´�
7DEOH����SUHVHQWV�WKH�HFRQRPHWULF�HYLGHQFH�RQ�WKH�GHWHUPLQDQWV�RI�LQIOXHQFH��FDSWXUH�DQGDGPLQLVWUDWLYH�FRUUXSWLRQ��&RXQWU\�IL[HG�HIIHFWV�DUH�LQFOXGHG�LQ�HDFK�UHJUHVVLRQ�WKRXJK�WKHUHVXOWV�DUH�QRW�VKRZQ��&RPSDULQJ�WKH�UHVXOWV�DFURVV�WKH�UHJUHVVLRQV�FRQILUPV�WKDW�GLIIHUHQWW\SHV� RI� ILUPV� LQ� WUDQVLWLRQ� HFRQRPLHV� KDYH� LQFHQWLYHV� WR� HQWHU� LQWR� GLIIHUHQW� W\SHV� RIUHODWLRQVKLSV�ZLWK�WKH�VWDWH�
$V�H[SHFWHG��ODUJHU�ILUPV�ZLWK�WKHLU�JUHDWHU�FRPPDQG�RYHU�UHVRXUFHV�DUH�PRUH�OLNHO\�ERWKWR�KDYH�LQIOXHQFH�RQ�WKH�VWDWH�DQG�WR�HQJDJH�LQ�VWDWH�FDSWXUH��EXW�SD\�OHVV�EULEHV�DV�D�VKDUHRI WKHLU�DQQXDO�UHYHQXHV�IRU�DGPLQLVWUDWLYH�FRUUXSWLRQ�WKDQ�VPDOO�ILUPV��/DUJH�ILUPV�ZRXOGDSSHDU�WR�KDYH�D�ZLGHU�UDQJH�RI�RSWLRQV�LQ�WKHLU�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��$GPLQLVWUDWLYHFRUUXSWLRQ��LQ�FRQWUDVW��LV�KLJKO\�UHJUHVVLYH�KDYLQJ�WKH�JUHDWHVW�LPSDFW�RQ�VPDOO�ILUPV���
7KH�HIIHFWV�RI�WKH�ILUP¶V�RULJLQV�RQ�WKH�QDWXUH�RI�LWV�UHODWLRQVKLS�ZLWK�WKH�VWDWH�VKRZ�DQLQWHUHVWLQJ�SDWWHUQ��$JDLQ�DV�H[SHFWHG��VWDWH�RZQHG�ILUPV�DUH�PRUH�OLNHO\�WR�EH�LQIOXHQWLDOWKDQ�HLWKHU�SULYDWL]HG�RU�GH QRYR�ILUPV��SHUKDSV�DV�D�UHVXOW�RI�WKHLU�VWURQJHU�IRUPDO�WLHV�WRWKH�VWDWH��OHJDFLHV�RI�SUHYLRXV�VWDWH�RZQHUVKLS�DQG�PRUH�IUHTXHQW�LQWHUDFWLRQV�ZLWK�SXEOLFRIILFLDOV��,Q�VKDUS�FRQWUDVW��FDSWRU�ILUPV�DUH�PRUH�OLNHO\�WR�EH�GH QRYR�ILUPV�RU�SULYDWL]HGILUPV��WKRXJK�WKLV�ODWWHU�YDULDEOH�LV�RQO\�ERUGHUOLQH�VLJQLILFDQW���6LPLODUO\��GH QRYR�ILUPVSD\�KLJKHU�OHYHOV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�WKDQ�HLWKHU�VWDWH�ILUPV�RU�SULYDWL]HG�ILUPV�1HZ HQWUDQWV�DUH�WKXV�PRUH�OLNHO\�WR�HQJDJH�LQ�FRUUXSWLRQ��WKRXJK�ODUJHU�QHZ�HQWUDQWV�DUHPRUH�OLNHO\�WR�HQJDJH�LQ�VWDWH�FDSWXUH��ZKLOH�VPDOOHU�QHZ�HQWUDQWV�IDFH�JUHDWHUDGPLQLVWUDWLYH�FRUUXSWLRQ�

���)LUPV�ZHUH�DVNHG�´7R�ZKDW�GHJUHH�GR�\RX�DJUHH�ZLWK�WKLV�VWDWHPHQW��QRZ�DQG�WKUHH�\HDUV�DJR"��,�DP�FRQILGHQW� WKDW� WKHOHJDO� V\VWHP� ZLOO� XSKROG� P\� FRQWUDFW� DQG� SURSHUW\� ULJKWV� LQ� EXVLQHVV� GLVSXWHVµ� $OZD\V� ����� 0RVWO\� ����� )UHTXHQWO\� ����6RPHWLPHV������6HOGRP������1HYHU�����
���2Q�WKH�UHJUHVVLYH�QDWXUH�RI�EULEHU\�VHH�(%5'��������
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7DEOH����7KH�GHWHUPLQDQWV�RI�VWDWH�FDSWXUH��DGPLQLVWUDWLYH�FRUUXSWLRQ�DQG�LQIOXHQFH
,QGHSHQGHQW�YDULDEOHV 'HSHQGHQW�YDULDEOHV

&DWHJRU\ 6XE�FDWHJRU\�'XPP\�YDULDEOHEDVH�FDWHJRU\�LQSDUHQWKHVHV�

$GPLQLVWUDWLYH&RUUXSWLRQ ,QIOXHQFH 6WDWH�&DSWXUH

2ULJLQ 'H�1RYR �����
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0HGLXP ����� ������
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,QVHFXULW\�RI�SURSHUW\�DQG �����

 ������
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FRQWUDFW�ULJKWV ������ ������� ������
0DUNHW�SRZHU ����� �����

 �����

������ ������ ������
%XUHDXFUDWLF ������

 �����

 ������


5HFRXUVH ������� ������ ������
1 ���� ���� ����
5� ���� ���� �
3VHXGR�5� � � ����
(FRQRPHWULF�PRGHO 2/6 2/6 2UGHUHG�3URELW
&RXQWU\�GXPPLHV�ZHUH�LQFOXGHG�EXW�QRW�UHSRUWHG���9DULDEOHGHILQLWLRQ�GHWDLOV�LQ�$SSHQGL[�WDEOH�$���

�VLJQLILFDQW�DW����OHYHO��
�VLJQLILFDQW�DW�����OHYHO���W�VWDWLVWLFV�LQ�SDUHQWKHVHV�

0DUNHW�SRZHU��DV�PHDVXUHG�E\�WKH�LQHODVWLFLW\�RI�GHPDQG�IRU�WKH�ILUP¶V�PDMRU�SURGXFW�OLQHGRHV�LQFUHDVH�LWV�LQIOXHQFH��ZKLOH�KDYLQJ�QR�VLJQLILFDQW�LPSDFW�RQ�WKH�SURSHQVLW\�WR�HQJDJHLQ VWDWH�FDSWXUH�RU�RQ�WKH�OHYHOV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�SDLG�E\�WKH�ILUP��7KXV��ILUPVZLWK�OLPLWHG�FRPSHWLWLRQ�FDQ�WXUQ�WKHLU�PDUNHW�SRZHU�LQWR�LQIOXHQFH�RYHU�WKH�VWDWH�ZLWKRXWQHFHVVDULO\� UHVRUWLQJ� WR� YDULRXV� IRUPV� RI� VWDWH� FDSWXUH���� 6LPLODUO\�� ILUPV� ZLWK� JUHDWHUDFFHVV�WR�SXEOLF�RIILFLDOV��RU�ZKDW�ZH�UHIHU�WR�DV�EXUHDXFUDWLF�UHFRXUVH��DUH�DOVR�PRUH�OLNHO\WR�KDYH�JUHDWHU�LQIOXHQFH���%\�FRQWUDVW��LW�LV�SUHFLVHO\�WKRVH�ILUPV�WKDW�ODFN�DFFHVV�WR�SXEOLFRIILFLDOV�ZKR�FDQ�SURWHFW�WKHP�DJDLQVW�WUDQVJUHVVLRQV�E\�RWKHU�RIILFLDOV�WKDW�WHQG�WR�HQJDJHLQ�VWDWH�FDSWXUH��DUJXDEO\�DV�D�GHIHQVLYH�VWUDWHJ\�WR�SXUFKDVH�SURWHFWLRQ�IURP�RWKHU�SXEOLFRIILFLDOV��/RZHU�EXUHDXFUDWLF�UHFRXUVH�DOVR�LQFUHDVHV�EULEHV�IRU�DGPLQLVWUDWLYH�FRUUXSWLRQ�
)LQDOO\��WKH�UHVXOWV�RQ�WKH�LQVHFXULW\�RI�SURSHUW\�ULJKWV�IROORZ�WKH�VDPH�SDWWHUQ�RI�YDULDWLRQDFURVV�GLIIHUHQW�W\SHV�RI�UHODWLRQVKLSV�ZLWK�WKH�VWDWH��6WDWH�FDSWXUH�DSSHDUV�WR�EH�D�VWUDWHJ\
���:H DOVR� DGGHG� D� YDULDEOH� PHDVXULQJ� WKH� ILUP·V� PDUNHW� VKDUH� LQ� LWV� GRPLQDQW� SURGXFW� OLQH� EXW� WKHVH� UHVXOWV� ZHUH� QRWVLJQLILFDQW�LQ�DQ\�RI�WKH�UHJUHVVLRQV�



��

RI ILUPV�ZKLFK�VWDUWHG�ZLWK�OHVV�VHFXUH�SURSHUW\�DQG�FRQWUDFW�ULJKWV�WKDQ�LQIOXHQWLDO�ILUPV���6XFK�LQVHFXULW\�DOVR�LQFUHDVHV�WKHLU�H[SRVXUH�WR�DGPLQLVWUDWLYH�FRUUXSWLRQ�
7KH�GLIIHUHQW�SURILOHV�RI�LQIOXHQWLDO�DQG�FDSWRU�ILUPV�DUH�VWULNLQJ��,QIOXHQWLDO�ILUPV�DSSHDU�WREH WKH�FODVVLF�LQFXPEHQW�ILUPV�LQKHULWHG�IURP�WKH�VRFLDOLVW�V\VWHP���7KH\�DUH�ODUJH��XVXDOO\VWDWH�RZQHG� ZLWK� JRRG� DFFHVV� WR� SXEOLF� RIILFLDOV� DQG� D� GRPLQDQW� SRVLWLRQ� LQ� WKHLU� RZQPDUNHW��7KH\�EHJDQ�WKH�WUDQVLWLRQ�IURP�D�PRUH�VHFXUH�SRVLWLRQ�ZLWK�D�PXFK�KLJKHU�GHJUHHRI VHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV��&DSWRU�ILUPV��LQ�FRQWUDVW��WHQG�WR�EH�ODUJHU�QHZHQWUDQWV� WR� WKH�PDUNHW�ZLWK�ZHDNHU� IRUPDO� RZQHUVKLS� WLHV� WR� WKH� VWDWH� DQG� OHVV� DFFHVV� WRSXEOLF�RIILFLDOV��7KH\�EHJLQ�WKH�WUDQVLWLRQ�ZLWK�OHVV�VHFXUH�SURSHUW\�DQG�FRQWUDFW�ULJKWV�DQGGR QRW�KDYH�DV�VWURQJ�D�SRVLWLRQ�LQ�WKHLU�PDUNHWV�DV�WKH�LQIOXHQWLDO�LQFXPEHQW�ILUPV�
)XUWKHUPRUH�� WKH� FDSWRU� ILUPV� DOVR� UHSRUW� JUHDWHU� EDUULHUV� WR� FRPSHWLWLRQ� WKDQ� LQIOXHQWLDOILUPV���7DEOH���FRPSDUHV�WKH�VKDUH�RI�FDSWRU��LQIOXHQWLDO�DQG�RWKHU�ILUPV�WKDW�SHUFHLYH�DQWL�FRPSHWLWLYH�EDUULHUV�DV�D�VLJQLILFDQW�REVWDFOH� WR� WKHLU�EXVLQHVV��$FURVV� WKH� VDPSOH�� FDSWRUILUPV�IDFH�D�JUHDWHU�WKUHDW�RI�DQWL�FRPSHWLWLYH�EDUULHUV��7KH�GLIIHUHQFH�LV�SDUWLFXODUO\�VWDUNZKHQ�ZH�FRPSDUH�WKH�SHUFHSWLRQV�RI�FDSWRU�ILUPV�LQ�ORZ�DQG�KLJK�FDSWXUH�HFRQRPLHV���

7DEOH����$QWL�FRPSHWLWLYH�%DUULHUV
� RI�ILUPV�WKDW�UHSRUW�DQWL�FRPSHWLWLYH�EDUULHUV� /RZ�&DSWXUH�&RXQWULHV +LJK�&DSWXUH�&RXQWULHV
&DSWRU�ILUPV ���� ����

������ ������
,QIOXHQWLDO�ILUPV ���� ����

������ ������
2WKHU ���� ����

������ ������
6WDQGDUG�HUURUV�LQ�SDUHQWKHVHV�����)LUPV�ZHUH�DVNHG�KRZ�SUREOHPDWLF�DUH�DQWL�FRPSHWLWLYH�SUDFWLFHV�E\�WKH�JRYHUQPHQW�RU�SULYDWH�HQWHUSULVHV"��1R�REVWDFOH��0LQRUREVWDFOH��0RGHUDWH�2EVWDFOH��0DMRU�2EVWDFOH���)LUPV�UHSRUWLQJ�³PRGHUDWH´�RU³PDMRU�REVWDFOHV´�ZHUH�FODVVLILHG�DV�IDFLQJ�DQWL�FRPSHWLWLYH�EDUULHUV�

$OWKRXJK� LW�PLJKW�EH� DVVXPHG� WKDW� ILUPV� LQYHVW� LQ� VWDWH�FDSWXUH� WR�H[WUDFW� UHQWV� IURP� WKHVWDWH�DV�D�VXEVWLWXWH� IRU� LQQRYDWLRQ� LQ� WKH�PDUNHW�� WKH�HYLGHQFH�VXJJHVWV� LQVWHDG� WKDW�VWDWHFDSWXUH�DQG�HFRQRPLF�LQQRYDWLRQ�DUH�FRPSOHPHQWDU\��DW�OHDVW�LQ�KLJK�FDSWXUH�VWDWHV��7DEOH� FRPSDUHV�WKH�SURSHQVLW\�RI�FDSWRU�ILUPV�YHUVXV�RWKHU�ILUPV�WR�HQJDJH�LQ�VXFK�LQQRYDWLYHDFWLYLWLHV�DV�RSHQLQJ�QHZ�SODQWV�DQG�GHYHORSLQJ�QHZ�SURGXFWV��,Q�KLJK�FDSWXUH�HFRQRPLHV�FDSWRU� ILUPV� DUH� VLJQLILFDQWO\� PRUH� OLNHO\� WR� LQQRYDWH���� <HW� WKHUH� LV� D� FOHDU� GLVWLQFWLRQEHWZHHQ�WKH�EHKDYLRU�RI�FDSWRU�ILUPV�LQ�ORZ�DQG�KLJK�FDSWXUH�HFRQRPLHV�
���7R�DVVHUW�WKDW�WKH�LQLWLDO�VHFXULW\�RI�SURSHUW\�ULJKWV�DUH�DOVR�D�FDXVH�RI�LQIOXHQFH�LV�FOHDUO\�LPSODXVLEOH��EXW�IRU�V\PPHWU\�ZHLQFOXGH�WKLV�YDULDEOH�DV�D�FRQWURO� LQ� WKH�GHWHUPLQDQWV�RI� LQIOXHQFH�� �2XU�K\SRWKHVLV� LV� WKDW� D�KLJK� OHYHO�RI� ¶LQLWLDO� LQIOXHQFH·ZRXOG�EH�D�FDXVH�RI�VHFXULW\�RI�SURSHUW\�ULJKWV�LQ�IXWXUH�SHULRGV��EXW�XQIRUWXQDWHO\�ZH�GR�QRW�KDYH�WKH�YDULDEOHV�WR�WHVW�WKLVDQG�WKH�UHVXOWV�DUH�PHUHO\�VXJJHVWLYH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�LQIOXHQFH�DQG�WKH�VHFXULW\�RI�SURSHUW\�ULJKWV�
���&DSWRU�ILUPV�DOVR�UHSRUW�VRPHZKDW�ORZHU�OHYHOV�RI�PDUNHW�VKDUH�WKDQ�RWKHU�ILUPV�LQ�WKH�VDPSOH�
���+RZHYHU��LI�ZH�IXUWKHU�GLYLGH�WKH�SRSXODWLRQ�RI�FDSWRU�ILUPV�LQWR�GH QRYR�FDSWRUV�DQG�FDSWRUV�GHULYHG�IURP�VWDWH�ILUPV��ZHVHH�WKDW�WKH�SURSHQVLW\�WR�LQQRYDWH�LV�VXEVWDQWLDOO\�KLJKHU�LQ�WKH�IRUPHU�WKDQ�WKH�ODWWHU�
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7DEOH����0DUNHW�,QQRYDWLRQ
2SHQHG�QHZ�SODQWV 'HYHORSHG�QHZ�SURGXFWV

���RI�ILUPV� ���RI�ILUPV�
/RZ�&DSWXUH�&RXQWULHV
&DSWRU�)LUPV ���� ����
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+LJK�&DSWXUH�&RXQWULHV
&DSWRU�)LUPV ���� ����
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,QIOXHQWLDO�)LUPV ���� ����

������ ������
2WKHU�)LUPV ���� ����
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6WDQGDUG�HUURUV�LQ�SDUHQWKHVHV�

7KHVH�UHVXOWV�VXJJHVW�WKDW�VWDWH�FDSWXUH�LV�D�VWUDWHJ\�DGRSWHG�E\�D�VPDOO�VKDUH�RI�UHODWLYHO\G\QDPLF�GH�QRYR� ILUPV�HQWHULQJ�D�PDUNHW� LQ�ZKLFK�WKH\�IDFH�VHULRXV�FRPSHWLWLYH�EDUULHUVIURP�LQIOXHQWLDO�LQFXPEHQW�ILUPV��*LYHQ�WKH�FRQYHQWLRQDO�SRUWUD\DO�RI�VR�FDOOHG�³ROLJDUFKV´ZKR�EX\�RII�VWDWH�RIILFLDOV�WR�H[WUDFW�UHQWV��RQH�PLJKW�H[SHFW�FDSWRU�ILUPV�WR�UHSRUW� IHZHUFRPSHWLWLYH�EDUULHUV��3DUW�RI�DQ�H[SODQDWLRQ�RI�WKLV�DQRPDO\�OLHV�LQ�WKH�SDUWLFXODU�VWUXFWXUHRI WKH� %((36� VDPSOH� ZKLFK� LV� ZHLJKWHG� WRZDUGV� VPDOO� DQG� PHGLXP� VL]HG� HQWHUSULVHV�7KHUHIRUH� WKH� FDSWRU� ILUPV� EHLQJ� VDPSOHG� DUH� DOVR� ELDVHG� WRZDUGV� VPDOOHU� DQG� PHGLXPVL]HG�HQWHUSULVHV���,Q�DGGLWLRQ��WKH�ODUJH�HQWHUSULVHV�VDPSOHG�ZHUH�ZHLJKWHG�WRZDUGV�VWDWH�RZQHG� ILUPV��ZKLFK� DV� VKRZQ�DERYH�� DUH�PRUH� OLNHO\� WR�EH� LQIOXHQWLDO� UDWKHU� WKDQ� FDSWRUILUPV�� � $V� D� UHVXOW�� WKH� VDPSOH� FRQWDLQHG� RQO\� D� VPDOO� VKDUH� RI� ILUPV� WKDW� PLJKW� EHFKDUDFWHUL]HG� DV� SDUW� RI� WKH� W\SLFDO� ROLJDUFK¶V� EXVLQHVV� JURXS�� 7KLV� VHOHFWLRQ� ELDVXQGHUHVWLPDWHV�WKH�VKDUH�RI�ODUJH�ILUPV�WKDW�PLJKW�EH�H[SHFWHG�WR�HQJDJH�LQ�VWDWH�FDSWXUH�ZKLFK�ZRXOG�DOVR�EH�PRUH�OLNHO\�WR�HUHFW�EDUULHUV�WR�HQWU\�WKDQ�IDFH�EDUULHUV�WR�HQWU\�
7KHUH�LV�D�KLJK�VKDUH�RI�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV�DPRQJ�WKH�FDSWRU�ILUPV�LQ�WKH%((36 VDPSOH� ZKLFK� VXJJHVWV� WKDW� VWDWH� FDSWXUH� LV� QRW� D� VWUDWHJ\� XVHG� H[FOXVLYHO\� E\SRZHUIXO�ROLJDUFKV��EXW� LV�PRUH�SHUYDVLYH�DFURVV�GLIIHUHQW� OHYHOV�RI� WKH�HFRQRP\�DQG� WKHVWDWH� LQ� WUDQVLWLRQ� FRXQWULHV���� ,QGHHG�� WKH� FDSWRU� ILUPV� LQ� WKH� %((36� VDPSOH�PLJKW� EHPRUH�DSSURSULDWHO\�VHHQ�DV�³HPEU\RQLF�ROLJDUFKV�´�L�H���QHZ�ILUPV�WKDW�DUH�HQJDJLQJ�LQ�VWDWH
���7KH�TXHVWLRQ� UHPDLQV�DV� WR�ZKDW� OHYHO�RI�JRYHUQPHQW�RU� W\SHV�RI�JRYHUQPHQW�GHFLVLRQV� WKHVH� VPDOOHU� ILUPV�DUH�DFWXDOO\FDSWXULQJ��,Q� WKH� WUDQVLWLRQ�HFRQRPLHV��PDQ\� UHJXODWLRQV�ZLWK�GLUHFW� LPSDFW�RQ� ILUPV�DUH�QRW�PDGH�DW� WKH�KLJKHVW� OHYHOV�RIJRYHUQPHQW��EXW�DUH� LQ� WKH�SXUYLHZ�RI� ORFDO�RIILFLDOV��ZKR�PD\�EH�VXEMHFW� WR�FDSWXUH�IURP�VPDOOHU� ILUPV�� � �7KH� IDOODF\� WKDWVWDWH�FDSWXUH�RQO\�DSSOLHV�WR�WKH�ODUJHVW�ILUPV�DW�WKH�KLJKHVW�OHYHOV�RI�JRYHUQPHQW�LV�VLPLODU�WR�WKH�IDOODF\�WKDW�PRQRSRO\�SRZHULV� UHODWHG� WR� WKH� VL]H� RI� WKH� ILUP� RU� PDUNHW� LW� RSHUDWHV� LQ�� � (YHQ� LI� WKH� UHOHYDQW� PDUNHW� LV� VPDOO�� PRQRSRO\� SRZHU� FDQQHYHUWKHOHVV�H[LVW�� �7LUROH� �������JLYHV� WKH�H[DPSOH�RI�D� VLQJOH�GRFWRU�ZLWK� D� UXUDO� SUDFWLFH�� � ,Q� WKH� VDPH�ZD\� WKH� UHOHYDQWPDUNHW�IRU�VWDWH�FDSWXUH�DQG�LQIOXHQFH�PD\�EH�DW�WKH�QDWLRQDO�RU�ORFDO�OHYHO��DOO�WKDW�LV�UHTXLUHG�LV�IRU�VRPH�VWDWH�RIILFLDO�WR�KDYHWKH�SRZHU�WR�LQIOXHQFH�WKH�RSHUDWLQJ�HQYLURQPHQW�RI�WKH�ILUP�DQG�LWV�FRPSHWLWRUV���,I�ZH�DVVXPH�WKDW�WKH�VPDOOHU�ILUPV�WKDWHQJDJH�LQ�FDSWXUH�GR�VR�DW�ORZHU�OHYHOV�RI�JRYHUQPHQW��WKH�UHVXOWV�DUH�QRW�LPSODXVLEOH���8QIRUWXQDWHO\�LW�LV�QRW�SRVVLEOH�WR�WHVWWKLV�DVVXPSWLRQ���DQG�LQGHHG��WKLV�DVVXPSWLRQ�DOVR�VXJJHVWV�DQRWKHU�LQWHUSUHWDWLRQ�LI�ZH�DVVXPH�WKDW�ILUPV�DUH�PRUH�OLNHO\�WRDGPLW�WR�ORZHU�OHYHO�IRUPV�RI�FRUUXSWLRQ��



��

FDSWXUH�DV�D�VWUDWHJ\�RI�HQWU\�LQ�DQ�HIIRUW�WR�HVWDEOLVK�WKHLU�RZQ�GRPLQDQFH�LQ�WKH�IDFH�RILQIOXHQWLDO� LQFXPEHQW� ILUPV���� 7KH� IDFW� WKDW� LQ� KLJK� FDSWXUH� HFRQRPLHV� VXFK� HPEU\RQLFROLJDUFKV�DOVR�DSSHDU�WR�EH�DPRQJ�WKH�PRVW�G\QDPLF�QHZ�ILUPV�LQ�WKH�PLJKW�H[SODLQ�ZK\�RQFH�HQWUHQFKHG��VWDWH�FDSWXUH�LV�VR�GLIILFXOW�WR�UHPHG\�
�� 7KH�SULYDWH�JDLQV�WR�FDSWXUH��FRUUXSWLRQ�DQG�LQIOXHQFH
,I�WKHVH�DOWHUQDWLYH�UHODWLRQVKLSV�EHWZHHQ�WKH�ILUP�DQG�WKH�VWDWH�HQWDLO�GLIIHUHQW�GLVWULEXWLRQVRI UHQWV��WKHQ�ZH�VKRXOG�VHH�GLIIHUHQWLDO�HIIHFWV�RQ�ILUP�SHUIRUPDQFH�DVVRFLDWHG�ZLWK�WKHVHUHODWLRQVKLSV��7KH�%((36� VXUYH\�SURYLGHV� WKH� ILUVW� RSSRUWXQLW\� WR�PHDVXUH� DQG� FRPSDUHWKH�FRVWV�DQG�EHQHILWV� WR� WKRVH� ILUPV� WKDW� DFWLYHO\� HQJDJH� LQ� VWDWH� FDSWXUH�� DGPLQLVWUDWLYHFRUUXSWLRQ�DQG�LQIOXHQFH��DV�ZHOO�DV�WKH�H[WHUQDOLWLHV�WR�RWKHU�ILUPV�LQ�HDFK�FRXQWU\�WKDW�DUHQRW HQJDJHG� LQ� VXFK� UHODWLRQVKLSV�� � $V� D� UHVXOW�� ZH� FDQ� DVVHVV� ERWK� WKH� SULYDWH� DQG� WKHVRFLDO�FRVWV�DQG�EHQHILWV�RI�GLIIHUHQW�W\SHV�RI�LQWHUDFWLRQV�EHWZHHQ�ILUPV�DQG�WKH�VWDWH�
$V� VXJJHVWHG� DERYH��PHDVXULQJ� ILUP� SHUIRUPDQFH� LQ� WUDQVLWLRQ� HFRQRPLHV� LV� SDUWLFXODUO\GLIILFXOW�JLYHQ�WKH�LQFHQWLYHV�IRU�ILUPV�WR�XQGHU�UHSRUW�SURILWV�DQG�WKH�ODFN�RI�LQWHUQDWLRQDODFFRXQWLQJ�VWDQGDUGV�LQ�PRVW�FRXQWULHV�RI�WKH�UHJLRQ��0RUHRYHU��DV�D�UHVXOW�RI�ZHOO�NQRZQFRUSRUDWH�JRYHUQDQFH�SUREOHPV��PDQDJHUV�PLJKW�EH�DEOH�WR�H[WUDFW�SULYDWH�JDLQV�DV�D�UHVXOWRI FRUUXSW� DFWLYLWLHV� WKDW� ZRXOG� QRW� EH� UHIOHFWHG� LQ� WKH� ILUP� OHYHO� SHUIRUPDQFH���� 6XFKSULYDWH�JDLQV�WR�PDQDJHUV�FDQQRW�EH�PHDVXUHG��$V�D�SUR[\�RI�IRU�ILUP�SHUIRUPDQFH���ZH�XVHDFWXDO� DQG� H[SHFWHG� IXWXUH� UHDO� JURZWK� LQ� VDOHV� DQG� LQYHVWPHQW�� WKRXJK� WKH� LQKHUHQWOLPLWDWLRQV�RI�WKHVH�PHDVXUHV�VKRXOG�EH�NHSW�LQ�PLQG�
7R�LOOXVWUDWH�WKH�SHUIRUPDQFH�GLIIHUHQFHV��ZH�ILUVW�FRPSDUH�WKH�XQFRQGLWLRQDO�PHDQV�RI�WKHDFWXDO�JURZWK�RI�VDOHV�DQG��LQYHVWPHQW�RYHU�WKH�SDVW�WKUHH�\HDUV�EHWZHHQ�ILUPV�WKDW�HQJDJHLQ VWDWH� FDSWXUH�� LQIOXHQFH� DQG� DGPLQLVWUDWLYH� FRUUXSWLRQ� DQG� DOO� RWKHU� ILUPV�� :H� DOVRLQFOXGH�GDWD�RQ�H[SHFWHG�JURZWK�LQ�WKHVH�YDULDEOHV�RYHU�WKH�QH[W�WKUHH�\HDUV�WR�GHWHUPLQHZKHWKHU�DQ\�FRVWV�RU�EHQHILWV�RQ�SUHYLRXV�SHUIRUPDQFH�DUH�SHUFHLYHG�WR�EH�VXVWDLQDEOH�LQWKH� IXWXUH�� � 7DEOH� �� FRPSDUHV� WKH� XQFRQGLWLRQDO� SHUIRUPDQFH� PHDQV� IRU� FDSWRU� ILUPV�LQIOXHQWLDO�ILUPV�DQG�ILUPV�VXEMHFW�WR�DGPLQLVWUDWLYH�FRUUXSWLRQ�
2Q DYHUDJH��FDSWRU�ILUPV�GHPRQVWUDWH�D�FRQVLGHUDEO\�KLJKHU�UDWH�RI�UHDO�VDOHV�JURZWK�RYHUWKH�SDVW�WKUHH�\HDUV�WKDQ�RWKHU�ILUPV��DV�ZHOO�DV�KLJKHU�UDWHV�RI�LQYHVWPHQW�DQG�HPSOR\PHQW�6WDWH�FDSWXUH�GRHV�DSSHDU�WR�\LHOG�SULYDWH�EHQHILWV�WR�WKH�ILUP��,W�LV�LQWHUHVWLQJ�WR�QRWH�WKDWWKH�H[WHQW�RI�WKHLU�DGYDQWDJH�RYHU�RWKHU�ILUPV�UHFHGHV�LQ�H[SHFWHG�SHUIRUPDQFH�VXJJHVWLQJVRPH�XQFHUWDLQW\�DERXW�WKH�JDLQV�WR�FDSWXUH�RYHU�WLPH�
<HW WKH� JDLQV� WR� VWDWH� FDSWXUH�ZRXOG� DSSHDU� WR�EH�KLJKO\�GHSHQGHQW�RQ� WKH� QDWXUH� RI� WKHEURDGHU�HQYLURQPHQW�LQ�ZKLFK�WKH\�RSHUDWH��,I�ZH�GLYLGH�WKH�WUDQVLWLRQ�FRXQWULHV�LQWR�KLJKDQG ORZ�FDSWXUH�HFRQRPLHV�DFFRUGLQJ�WR�WKHLU�VFRUHV�RQ�WKH�FDSWXUH�HFRQRP\�LQGH[�GHILQHGDERYH�� WKH�SDWWHUQ�RI�JDLQV� WR�FDSWXUH� ORRNV� UDWKHU�GLIIHUHQW��:KHUH� WKHUH� LV� D� VLJQLILFDQW
���,Q�DGGLWLRQ��LW�KDV�EHHQ�FRPPRQ�SUDFWLFH�LQ�WKH�WUDQVLWLRQ�HFRQRPLHV�IRU�PDQDJHUV�RI�ODUJH�ILUPV�WR�UHJLVWHU�GH�QRYR�ILUPVRQ�WKH�EDVLV�RI�WKHLU�H[LVWLQJ�HQWHUSULVHV��DV�D�PHDQV�RI�GLYHUWLQJ�DVVHWV�DQG�UHGXFLQJ�WUDQVSDUHQF\��$V�D�UHVXOW��PDQ\�VPDOO��GHQRYR�ILUPV�PD\�DFWXDOO\�EH�OLQNHG�WR�PXFK�ODUJHU�ILUPV�
���7KHVH�FRUSRUDWH�JRYHUQDQFH�SUREOHPV�KDYH�EHHQ�LQYHVWLJDWHG�UHFHQWO\�E\�%ODFN�HW�DO����������7R�WKH�H[WHQW�WKDW�JURZWK�LQVDOHV�UHSUHVHQW�JDLQV�WKDW�DFFUXH�WR�WKH�ILUP��ZKHWKHU�RU�QRW�WKH\�DUH�VXEVHTXHQWO\�DSSURSULDWHG�E\�PDQDJHUV��WKH�UHVXOWV�RIWKLV�SDSHU�FDQ�EH�FRQVLGHUHG�GHVSLWH�UDWKHU�WKDQ�EHFDXVH�RI�FRUUXSWLRQ�IRU�WKH�SULYDWH�EHQHILW�RI�PDQDJHUV�



��

PDUNHW� IRU� VWDWH� FDSWXUH�� L�H�� ZKHUH� WKH� VWDWH� LV� ZLOOLQJ� WR� VHOO� FXVWRPL]HG� SDFNDJHV� RISXEOLF�JRRGV�DQG�OHJLVODWLRQ�WR�LQGLYLGXDO�ILUPV��WKH�JDLQV�WR�WKRVH�ILUPV�DFWLYHO\�HQJDJLQJLQ�FDSWXUH�ZRXOG�DSSHDU�WR�EH�VXEVWDQWLDO��&DSWRU� ILUPV�JUHZ�QHDUO\� IRXU� WLPHV�DV� IDVW�DVRWKHU� ILUPV� LQ� KLJK� FDSWXUH� HQYLURQPHQWV� ZLWK� VLPLODUO\� VXEVWDQWLDO� GLIIHUHQFHV� LQLQYHVWPHQW� OHYHOV�� 7KRXJK�� DJDLQ�� WKH� JDS� EHWZHHQ� FDSWRUV� DQG� RWKHU� ILUPV� QDUURZVFRQVLGHUDEO\�RQ�SHUFHSWLRQV�RI�H[SHFWHG�JURZWK�UDWHV�
,Q� VKDUS� FRQWUDVW�� FDSWRU� ILUPV� LQ� ORZ� FDSWXUH� FRXQWULHV�� ZKHUH� VWDWHV� SURYLGH� D� EURDGHUUDQJH� RI� SXEOLF� JRRGV� IRU� WKH� PDUNHW� DQG� WKH� OHJLVODWLYH� SURFHVV� LV� PRUH� VXEMHFW� WRLQVWLWXWLRQDO� UHVWUDLQWV� DQG� SROLWLFDO� FRPSHWLWLRQ�� H[KLELW� ZRUVH� VDOHV� JURZWK� WKDQ� RWKHUILUPV�GHVSLWH� VLPLODU� LQYHVWPHQW� DQG�HPSOR\PHQW� OHYHOV��0RUHRYHU�� FDSWRU� ILUPV� LQ� VXFKFRXQWULHV�H[SHFW�WKHLU�ORZHU�JURZWK�UDWHV�WR�EH�PDLQWDLQHG�RYHU�WLPH�DV�WKH\�LQYHVW�OHVV�DQGVXSSRUW�D�ORZHU�HPSOR\PHQW�UDWH���7KH�JDLQV�WR�VWDWH�FDSWXUH�ZRXOG�DSSHDU�WR�GHSHQG�QRWRQO\�RQ�FKDUDFWHULVWLFV�RI�WKH�ILUP��EXW�RI�WKH�VWDWH�DV�ZHOO�
7DEOH���DOVR�VXJJHVWV�D�URXJK�LQGLFDWLRQ�RI�WKH�QHJDWLYH�H[WHUQDOLWLHV� WR�DOO�RWKHU�ILUPV�LQWKHVH� HFRQRPLHV� GHULYLQJ� IURP� WKH� SUDFWLFH� RI� VWDWH� FDSWXUH�� � 7KH� DYHUDJH� UDWH� RI� VDOHVJURZWK�IRU�DOO�ILUPV�LQ�KLJK�FDSWXUH�FRXQWULHV�LV�RQO\������SHUFHQW�FRPSDUHG�WR������SHUFHQWLQ� ORZ� FDSWXUH� FRXQWULHV�� GHVSLWH� WKH� VSHFLILF� JDLQV� HQMR\HG� E\� WKH� FDSWRU� ILUPV�� � 7KHJURZWK�UDWH�RI�LQYHVWPHQW�VKRZV�D�VLPLODU�SDWWHUQ���$�IXOO�DVVHVVPHQW�RI�WKH�VRFLDO�FRVWV�RIFDSWXUH�LV�SUHVHQWHG�LQ�D�ODWHU�VHFWLRQ�

7DEOH����)LUP�3HUIRUPDQFH�DQG�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��XQFRQWUROOHG�PHDQV�
)LUP�3HUIRUPDQFH��XQZHLJKWHG�PHDQV�

$FWXDO�UHDO�JURZWK�ODVW�WKUHH�\HDUV�SHU�FHQW� ([SHFWHG�UHDO�JURZWK�QH[W�WKUHH�\HDUV�SHU�FHQW�6DOHV ,QYHVWPHQW 6DOHV ,QYHVWPHQW
$OO�&RXQWULHV&DSWRU ���� ����� ���� ����� ���� ����� ���� �����1RQ�&DSWRU ���� ����� ���� ����� ���� ����� ���� �����2YHUDOO ���� ����� ���� ����� ���� ����� ���� �����&DSWXUH�(FRQRPLHV&DSWRU ���� ����� ���� ����� ���� ����� ���� �����1RQ�&DSWRU ��� ����� ��� ����� ���� ����� ���� �����2YHUDOO ���� ����� ���� ����� ���� ����� ���� �����
1RQ�&DSWXUH�(FRQRPLHV&DSWRU ���� ����� ���� ����� ���� ����� ���� �����1RQ�&DSWRU ���� ����� ���� ����� ���� ����� ���� �����2YHUDOO ���� ����� ���� ����� ���� ����� ���� �����
$OO�&RXQWULHV,QIOXHQWLDO ���� ����� ���� ����� ���� ����� ���� �����1RQ�,QIOXHQWLDO ���� ����� ���� ����� ���� ����� ���� �����2YHUDOO ���� ����� ���� ����� ���� ����� ���� �����
$OO�&RXQWULHV+LJK�%ULEH�)LUPV ���� ����� ���� ����� ���� ����� ���� �����/RZ�%ULEH�)LUPV ���� ����� ���� ����� ���� ����� ���� �����2YHUDOO ���� ����� ���� ����� ���� ����� ���� �����
6WDQGDUG�HUURUV�LQ�SDUHQWKHVHV
7KHUH�ZRXOG�DOVR�DSSHDU�WR�EH�SRVLWLYH�JDLQV�WR�ILUP�SHUIRUPDQFH�GHULYLQJ�IURP�LQIOXHQFH�,QIOXHQWLDO�ILUPV�VKRZ�VWURQJHU�SHUIRUPDQFH�DFURVV�DOO�RI�WKH�GLPHQVLRQV�PHDVXUHG�DQG��LQ



��

FRQWUDVW� WR� FDSWRU� ILUPV�� WKH\� H[SHFW� WKHVH� DGYDQWDJHV� WR� EH� PDLQWDLQHG� RYHU� WLPH���,QIOXHQWLDO�ILUPV�VHHP�WR�GR�EHWWHU�DFURVV�WKH�ERDUG��DV�PLJKW�EH�H[SHFWHG�
7KH� JDLQV� WR� FDSWXUH� DQG� LQIOXHQFH� DW� WKH� ILUP� OHYHO� GLIIHU� IURP� WKH� FRQVHTXHQFHV� RIDGPLQLVWUDWLYH� FRUUXSWLRQ� DVVRFLDWHG� ZLWK� WKH� ³JUDEELQJ� KDQG´� DSSURDFK�� 7KH� ILUPV� DUHGLYLGHG� LQWR�KLJK�DQG� ORZ�EULEH� ILUPV�EDVHG�RQ� WKHLU� DYHUDJH� UHSRUWHG� OHYHO� RI� EULEHV� WRSXEOLF�RIILFLDOV�³WR�JHW� WKLQJV�GRQH�´���:KLOH�SD\PHQWV� WR� LQIOXHQFH� WKH� IRUPDWLRQ�RI� WKHOHJDO� DQG� UHJXODWRU\� IUDPHZRUN� DSSHDU� WR� JHQHUDWH� VXEVWDQWLDO� JDLQV� WR� WKH� ILUP�� RWKHUIRUPV� RI� EULEHU\� ZRXOG� DSSHDU� WR� ZHDNHQ� ILUP� SHUIRUPDQFH�� $FURVV� WKH� HQWLUH� VDPSOH�ILUPV�WKDW�SD\�KLJK�OHYHOV�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�KDYH�JURZQ�DW�D�VLJQLILFDQWO\�VORZHUSDFH�WKDQ�RWKHU�ILUPV��,QYHVWPHQW�OHYHOV�LQ�WKHVH�KLJK�EULEH�ILUPV�DUH�VXEVWDQWLDOO\�ORZHU�DVZHOO��7KLV�IRUP�RI�FRUUXSWLRQ�ZRXOG�DSSHDU�DW�ILUVW�EOXVK�WR�LPSRVH�FRQVLGHUDEOH�FRVWV� WRWKH�ILUP�ZLWKRXW�DQ\�PHDVXUDEOH�EHQHILWV�DV�WKH�JUDEELQJ�KDQG�PRGHO�ZRXOG�VXJJHVW�
$Q� H[DPLQDWLRQ� RI� WKH� XQFRQGLWLRQDO� SHUIRUPDQFH� PHDQV� VXJJHVWV� WKDW� XQEXQGOLQJFRUUXSWLRQ� UHYHDOV� LPSRUWDQW� GLIIHUHQFHV� LQ� WKH� FRQVHTXHQFHV� RI� GLIIHUHQW� IRUPV� RIFRUUXSWLRQ�RQ�WKH�ILUP��$OWKRXJK�WKH�FKDUDFWHULVWLFV�RI�ILUPV�WKDW�HQJDJH�LQ�VWDWH�FDSWXUH�RUKDYH� LQIOXHQFH� RQ� WKH� VWDWH� DUH� TXLWH� GLIIHUHQW�� ERWK� IRUPV� RI� LQWHUDFWLRQ� ZLWK� WKH� VWDWHZRXOG� DSSHDU� WR� JHQHUDWH� VLJQLILFDQW� UHQWV� WR� WKH� ILUP�� %\� FRQWUDVW�� ILUPV� HQJDJHG� LQDGPLQLVWUDWLYH�FRUUXSWLRQ�GR�QRW�DSSHDU�WR�JHW�DGYDQWDJHV�IURP�WKHLU�EULEH�SD\PHQWV��<HWDQ�DQDO\VLV�RI�WKH��FRQVHTXHQFHV�RI�WKHVH�GLIIHUHQW�IRUPV�RI�LQWHUDFWLRQ�ZLWK�WKH�VWDWH�PXVWFRQWURO�IRU�RWKHU�FKDUDFWHULVWLFV�RI�WKH�ILUP�WKDW�PLJKW�DIIHFW�SHUIRUPDQFH�OHYHOV�
(FRQRPHWULF�5HVXOWV
:H�QRZ�HVWLPDWH�WKH�HIIHFWV�RQ�ILUP�SHUIRUPDQFH�RI�DOO� WKUHH�GLIIHUHQW�UHODWLRQVKLSV�ZLWKWKH� VWDWH� ±� FDSWXUH�� LQIOXHQFH� DQG� DGPLQLVWUDWLYH� FRUUXSWLRQ� ±� FRQGLWLRQHG� XSRQ� FRXQWU\IL[HG�HIIHFWV�DQG�D�ZLGH�UDQJH�RI�ILUP�OHYHO�FKDUDFWHULVWLFV��LQFOXGLQJ�VHFWRU��VL]H��RULJLQV�DQG� LQYHVWPHQW�RI� IRUHLJQ� FDSLWDO� LQ� WKH� ILUP��:H� DOVR� FRQWURO� IRU� WZR�RWKHU� IDFWRUV� WKDWVKRXOG� KDYH� DQ� LPSDFW� RQ� ILUP� SHUIRUPDQFH�� QDPHO\� LQQRYDWLRQ� DQG�PDUNHW� SRZHU� 1RWRQO\� VKRXOG� LQQRYDWLRQ� DIIHFW� ILUP� SHUIRUPDQFH� GLUHFWO\�� EXW� JLYHQ� WKH� FRUUHODWLRQ� RIFDSWXUH�DQG�LQQRYDWLRQ�� LV� LQFOXGHG�WR�DYRLG�RPLWWHG�YDULDEOH�ELDV� LQ� WKH� LQWHUSUHWDWLRQ�RIWKH� FDSWXUH� FRHIILFLHQWV�� � /LNHZLVH�� ZH� LQFOXGH� PDUNHW� SRZHU�� VLQFH� WKLV� YDULDEOHSRWHQWLDOO\� DIIHFWV� ILUP� SHUIRUPDQFH� GLUHFWO\� DQG� LQGLUHFWO\� WKURXJK� LWV� FRUUHODWLRQ� ZLWKLQIOXHQFH�� � ,QQRYDWLRQ� LV�D�GXPP\�YDULDEOH�PHDVXULQJ�ZKHWKHU� WKH� ILUP�KDV�GHYHORSHG� DQHZ�SURGXFW�RU�RSHQHG�D�QHZ�SODQW�ZLWKLQ�WKH�SDVW�WKUHH�\HDUV���0DUNHW�SRZHU�LV�PHDVXUHG�DV� GHVFULEHG� DERYH�� E\� WKH� LQHODVWLFLW\� RI� GHPDQG� IRU� WKH� ILUP¶V� PDMRU� SURGXFW� DVGHWHUPLQHG�E\�WKH�ILUP¶V�SHUFHSWLRQV�RI�WKH�DFWLRQV�RI�WKHLU�FXVWRPHUV�LQ�WKH�HYHQW�RI�DQ���SHUFHQW�SULFH� LQFUHDVH��7KH�GHSHQGHQW�YDULDEOHV� IRU� WKH� ILUP�SHUIRUPDQFH� UHJUHVVLRQV� DUHWKH� DYHUDJH� UHDO� UDWH� RI� VDOHV� DQG� LQYHVWPHQW� JURZWK� RYHU� WKH� SUHYLRXV� WKUHH� \HDUV� DQGH[SHFWHG�UDWH�RI�VDOHV�DQG�LQYHVWPHQW�JURZWK�RYHU�WKH�QH[W�WKUHH�\HDUV��7DEOH���SUHVHQWV�WKHUHJUHVVLRQ�UHVXOWV�

���7KH�UHODWLYH�JDLQV�WR�LQIOXHQFH�GR�QRW�DSSHDU�WR�EH�DIIHFWHG�E\�WKH�LQFLGHQFH�RI�FDSWXUH�DW�WKH�FRXQWU\�OHYHO�
���)LUPV�ZHUH�FODVVLILHG�DV�KLJK�EULEH� ILUPV� LI� WKH\� UHSRUWHG� VSHQGLQJ�RYHU� ���RI� WKHLU� DQQXDO� UHYHQXHV�RQ� DGPLQLVWUDWLYHFRUUXSWLRQ�� �)LUPV�VSHQGLQJ� OHVV� WKDQ�RU�HTXDO� WR� ���RI� WKHLU� DQQXDO� UHYHQXHV�ZHUH� FODVVLILHG� DV� ORZ�EULEH� ILUPV�� � 6LPLODUUHVXOWV�ZHUH�IRXQG�XVLQJ�GLIIHUHQW�WKUHVKROGV�WR�GLYLGH�WKH�ILUPV�LQWR�FDWHJRULHV��ZKLFK�ZH�GR�QRW�UHSRUW���,Q�WKH�FRQWUROOHGUHJUHVVLRQV��WKH�IXOO�FRQWLQXRXV�PHDVXUH�RI�DGPLQLVWUDWLYH�FRUUXSWLRQ�ZDV�XVHG�WR�DYRLG�WKH�QHHG�WR�FKRRVH�D�WKUHVKROG�



��

7DEOH����)LUP�SHUIRUPDQFH�DQG�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��
,QGHSHQGHQW�YDULDEOHV 'HSHQGHQW�YDULDEOHV

5HDO�JURZWK�UDWH�RI�6DOHV��SUHYLRXV���\HDUV� 6DOHV�QH[W���\HDUV� ,QYHVWPHQW�SUHYLRXV���\HDUV� ,QYHVWPHQW�QH[W���\HDUV�&DWHJRU\

6XE�FDWHJRU\�'XPP\�YDULDEOHEDVH�FDWHJRU\�LQSDUHQWKHVHV� ��� ��� ��� ���
6HFWRU 0LQLQJ ���� ���� ����� ����������� ������� ������� �������6HUYLFHV ��� ���� ���
 ��������� ������� ������ �������0DQXIDFWXULQJ�
2ULJLQ 'H�1RYR ����

 ����

 ����

 ��������� ������ ����� ������

3ULYDWL]HG ��� ��� ����

 ����
������ ������ ������ �������

�6WDWH�RZQHG�
6L]H 6PDOO �����

 ��� ���� ���

������� ������ ������� ������
0HGLXP ���� ���� ��� ���

������� ������� ������ ������
�/DUJH�

)', ��� ���

 ����

 ���
������ ������ ������ ������

,QQRYDWLRQ ����

 ����

 ����

 ����

������ ������ ������ ������
0DUNHW�SRZHU ���
 ���

 ��� ��������� ������ ������ ������
&DSWRU�)LUP �����
 ����� ���� ����

������� ������� ������� �������
�����

 ���� ���� ����,QWHUDFWLRQ�ZLWK�WKHFDSWXUH�HFRQRP\ ������ ������ ������ ������

,QIOXHQWLDO�)LUP ����
 ��� ����

 ���
������ ������ ������ ������

$GPLQLVWUDWLYH�FRUUXSWLRQ ����
 ���� ���� ����
������� ������� ������� �������

1 ���� ���� ���� ����
5� ���� ���� ���� ����
(FRQRPHWULF�PRGHO 2/6 2/6 2/6 2/6
&RXQWU\�GXPPLHV�LQFOXGHG��EXW�QRW�UHSRUWHG���9DULDEOH�GHILQLWLRQ�GHWDLOV�LQ�$SSHQGL[�WDEOH�$���


�VLJQLILFDQW�DW����OHYHO��
�VLJQLILFDQW�DW�����OHYHO���W�VWDWLVWLFV�LQ�SDUHQWKHVHV�

���7KH�HVWLPDWHG�HTXDWLRQ�ZDV�3HUIRUPDQFH� � � �0LQLQJ��� �6HUYLFHV��� �6PDOO��� �0HGLXP��� �'H�1RYR��� �3ULYDWLVHG��� �)',��� ��,QQRYDWLRQ��
��0DUNHW�3RZHU��� ��&DSWXUH��� ��&DSWXUH�[�&DSWXUH�(FRQRP\�,QGH[��� ��,QIOXHQWLDO��� ��$GPLQLVWUDWLYH�&RUUXSWLRQ���FRXQWU\�GXPPLHV����X



��

7KRXJK�GXPP\�YDULDEOHV�GHVLJQDWLQJ�NH\�VHFWRUV�GR�QRW� LQGLFDWH�D�VLJQLILFDQW� LPSDFW�RQILUP�SHUIRUPDQFH��WKH�VL]H�DQG�RULJLQV�RI�ILUPV�GR�PDWWHU�IRU�VDOHV�JURZWK�� �6XUSULVLQJO\�VPDOO�ILUPV�KDYH�ORZHU�VDOHV�JURZWK�WKDQ�HLWKHU�PHGLXP��RU�ODUJH�VFDOH�ILUPV��WKRXJK�WKHGLIIHUHQFH�GRHV�QRW�KROGV�LQ�H[SHFWDWLRQV�IRU�IXWXUH�VDOHV�JURZWK����'H�QRYR�ILUPV��RQ�WKHRWKHU�KDQG��KDYH�VLJQLILFDQWO\�KLJKHU� UDWHV�RI�VDOHV�JURZWK� WKDQ�RWKHU� ILUPV�RYHU� WKH�SDVWWKUHH� \HDUV� DQG� KLJKHU� H[SHFWHG� VDOHV� DV�ZHOO���� ,W� LV� LQWHUHVWLQJ� WR� QRWH� WKDW� SULYDWL]HGILUPV�KDYH�QRW�H[KLELWHG�KLJKHU�VDOHV�JURZWK�WKDQ�ILUPV�UHPDLQLQJ�XQGHU�VWDWH�RZQHUVKLS���)LUPV�ZLWK�IRUHLJQ�GLUHFW�LQYHVWPHQW�KDYH�DOVR�QRW�VKRZQ�VLJQLILFDQWO\�KLJKHU�JURZWK�UDWHVWKDQ�GRPHVWLFDOO\�RZQHG� ILUPV�� WKRXJK� WKH\�GR�DQWLFLSDWH�KLJKHU� H[SHFWHG�VDOHV�RYHU� WKHQH[W�WKUHH�\HDUV�
7KH�WZR�YDULDEOHV�WKDW�LQGLFDWH�WKH�ILUP¶V�EHKDYLRU�LQ�WKH�PDUNHW��QDPHO\�ZKHWKHU�WKH\�DUHLQQRYDWRUV�RU�PRQRSROLVWV��GR�KDYH�D�VLJQLILFDQW�LPSDFW�RQ�SHUIRUPDQFH���,QQRYDWLYH�ILUPVVKRZ�KLJKO\�SRVLWLYH�DQG�VLJQLILFDQW�JDLQV�LQ�DFWXDO�DQG�H[SHFWHG�SHUIRUPDQFH��)LUPV�ZLWKVWURQJHU�PDUNHW�SRZHU�DOVR�GHPRQVWUDWH�SRVLWLYH��WKRXJK�VRPHZKDW�OHVV�VLJQLILFDQW��JDLQVLQ VDOHV�JURZWK�
7R� LQYHVWLJDWH� WKH� HIIHFWV� RI� DOWHUQDWLYH� UHODWLRQVKLSV� EHWZHHQ� WKH� ILUP� DQG� WKH� VWDWH��ZHLQFOXGH� GXPP\� YDULDEOHV� IRU� ERWK� FDSWRU� ILUPV� DQG� IRU� LQIOXHQWLDO� ILUPV�� � 7KH� FDSWRUGXPP\�LV�DOVR�LQWHUDFWHG�ZLWK�WKH�LQGH[�RI�WKH�FDSWXUH�HFRQRP\�WR�PHDVXUH�WKH�H[WHQW�WRZKLFK� WKH�JDLQV� WR� WKH�FDSWRU� ILUP�GHSHQG�XSRQ� WKH�RYHUDOO� H[WHQW�RI� VWDWH�FDSWXUH� LQ� WKHHFRQRP\�� �7KH�FRHIILFLHQWV�RI� WKH� LQWHUDFWLRQ�YDULDEOH� UHSUHVHQW� WKH�DGGLWLRQDO� LPSDFW�RIFDSWXUH�RQ�ILUP�SHUIRUPDQFH�DV�WKH�OHYHO�RI�VWDWH�FDSWXUH�LQ�WKH�HFRQRP\�LQFUHDVHV�
7KH�LPSDFW�RI�VWDWH�FDSWXUH�RQ�VDOHV�JURZWK�IRU� WKRVH�ILUPV� WKDW�DFWLYHO\�HQJDJH� LQ� LW�DUHPDUNHGO\�GLIIHUHQW�LQ�KLJK�FDSWXUH��YHUVXV�ORZ�FDSWXUH�HFRQRPLHV���&DSWRU�ILUPV�JURZ�OHVVWKDQ� RWKHU� ILUPV� LQ� ORZ� FDSWXUH� HFRQRPLHV�� WKRXJK� WKH� FRHIILFLHQW� LV� RQO\� PDUJLQDOO\VLJQLILFDQW�� � +RZHYHU�� DV� WKH� H[WHQW� WR�ZKLFK� WKH� VWDWH� KDV� EHHQ� FDSWXUHG� LQFUHDVHV�� WKHSULYDWH�JDLQV�WR�FDSWRU�ILUPV�LQ�WHUPV�RI�VDOHV�JURZWK�LQFUHDVH�VXEVWDQWLDOO\��&DSWXULQJ�WKHVWDWH�GRHV�JHQHUDWH�JDLQV�IRU�WKH�ILUP��EXW�RQO\�LQ�WKRVH�FRXQWULHV�ZKHUH�VWDWH�FDSWXUH�KDVUHDFKHG�VRPH�WKUHVKROG�OHYHO�LQ�WHUPV�RI�LWV�LPSDFW�RQ�DOO�ILUPV�WKURXJKRXW�WKH�HFRQRP\�
,W� LV� LQWHUHVWLQJ� WR�QRWH� WKDW� WKH�JDLQV� LQ� WHUPV�RI�VDOHV�JURZWK� WR�FDSWRU� ILUPV� UHODWLYH� WRRWKHU� ILUPV� DUH� QRW� OLQNHG� ZLWK� KLJKHU� DFWXDO� RU� H[SHFWHG� OHYHOV� RI� LQYHVWPHQW� RUHPSOR\PHQW��:KLOH� FDSWRU� ILUPV� KDYH� PDQDJHG� WR� H[WUDFW� DGYDQWDJHV� IURP� WKH� VWDWH� WRLQFUHDVH�VDOHV�LQ�WKH�VKRUW�WHUP��WKLV�KDV�QRW�JHQHUDWHG�LQFUHDVHG�LQYHVWPHQW�LQ�VXFK�ILUPV�0RUHRYHU�� WKH� ILUPV� UHPDLQ� XQFHUWDLQ� DV� WR� ZKHWKHU� WKH� DGYDQWDJHV� LQ� WHUPV� RI� VDOHVJURZWK�ZLOO�EH�PDLQWDLQHG�RYHU�WLPH�

���+RZHYHU�� LW� LV�FRQFHLYDEOH� WKDW�VPDOO� ILUPV�KDYH�JUHDWHU� LQFHQWLYHV� WR�XQGHU�UHSRUW� WKHLU� LQFRPH� VR�DV�QRW� WR�DWWUDFW� DQ\XQGXH�DWWHQWLRQ�IURP�WKH�VWDWH�RU�RUJDQL]HG�FULPH���:KLOH�ODUJHU�ILUPV�PLJKW�KDYH�VLPLODU�LQFHQWLYHV��VPDOO�ILUPV�PD\�EH�OHVVOLNHO\�WR�EH�GHWHFWHG�DQG�WKXV�PRUH�OLNHO\�WR�XQGHU�UHSRUW�
���7KH�LPSDFW�RI�GLIIHUHQW�IRUPV�RI�RZQHUVKLS�DQG�FRQWURO�ZHUH�DOVR�WHVWHG�LQ�VHSDUDWH�VSHFLILFDWLRQV�RI�WKH�PRGHO��EXW�GLGQRW�KDYH�DQ\�VWDWLVWLFDOO\�VLJQLILFDQW�HIIHFWV�
���)RU�D�IXUWKHU�GLVFXVVLRQ�RI�WKH�LQFRQVHTXHQWLDO�LPSDFW�RI�SULYDWL]DWLRQ�RQ�ILUP�SHUIRUPDQFH�XVLQJ�%((36�GDWD��VHH�(%5'��������FKDSWHUV���DQG���



��

,QIOXHQWLDO�ILUPV�DOVR�VKRZ�SRVLWLYH��WKRXJK�OHVV�VLJQLILFDQW��SHUIRUPDQFH�JDLQV�LQ�WHUPV�RIVDOHV�JURZWK��,Q�FRQWUDVW�WR�FDSWRU�ILUPV��LQIOXHQWLDO�ILUPV�DUH�DOVR�PRUH�OLNHO\�WR�LQFUHDVHLQYHVWPHQW�JURZWK�
&RQWUROOLQJ� IRU� FRXQWU\� IL[HG� HIIHFWV�� FKDUDFWHULVWLFV� RI� WKH� ILUP� DQG� LWV� EHKDYLRU� LQ� WKHPDUNHW��FDSWXUH�DQG�LQIOXHQFH�ERWK�FRQWLQXH�WR�\LHOG�JDLQV�WR�WKRVH�ILUPV�WKDW�FDQ�HQWHU�LQWRVXFK� UHODWLRQVKLSV� ZLWK� WKH� VWDWH�� 7KRXJK� LQIOXHQFH� HQKDQFHV� SHUIRUPDQFH� DFURVV� WKHVDPSOH��WKH�JDLQV�WR�FDSWXUH�DUH�DYDLODEOH�RQO\�LQ�WKH�KLJK�FDSWXUH�HFRQRPLHV�
,Q�FRPSDULVRQ�ZLWK�WKH�SULYDWH�JDLQV�WR�LQIOXHQFH�DQG�FDSWXUH��WKH�LPSDFW�RI�DGPLQLVWUDWLYHFRUUXSWLRQ�FRQWUDVWV�VKDUSO\��7KH�YDULDEOH�PHDVXULQJ�RYHUDOO�EULEH�SD\PHQWV� WR�DIIHFW� WKHLPSOHPHQWDWLRQ�RI�ODZV��UHJXODWLRQV�DQG�GHFUHHV�KDV�D�YHU\�VPDOO�QHJDWLYH�LPSDFW�RQ�ILUPOHYHO� JURZWK� UDWHV�� 7KHUH� GR� QRW� DSSHDU� WR� EH� DQ\� ILUP�VSHFLILF� EHQHILWV� LQ� WHUPV� RISHUIRUPDQFH�DVVRFLDWHG�ZLWK�DGPLQLVWUDWLYH�FRUUXSWLRQ�
(QGRJHQHLW\�DQG�,QVWUXPHQWLQJ
$ SRVVLEOH� REMHFWLRQ� FRXOG� EH� UDLVHG� UHJDUGLQJ� VLPXOWDQHLW\� LQ� WKHVH� UHVXOWV�� ,W�PLJKW� EHDUJXHG�WKDW�SXEOLF�RIILFLDOV�WDUJHW�KLJK�JURZWK�ILUPV�IRU�³WULEXWH´�SD\PHQWV�E\�WKUHDWHQLQJWKHP�ZLWK�WKH�LQWURGXFWLRQ�RI�XQIDYRUDEOH�OHJLVODWLRQ��UHJXODWLRQV�DQG�GHFUHHV���7KLV�ZRXOGVXJJHVW� WKDW�KLJK�JURZWK�UDWHV�DUH�WKH�UHDO�FDXVH�RI�VWDWH�FDSWXUH�DW� WKH� ILUP�OHYHO�� � ,I�VR�VWDWH�FDSWXUH�ZRXOG�QRW�EH�D�VWUDWHJ\�E\�ZKLFK�ILUPV�H[WUDFW� UHQWV� IURP�WKH�VWDWH� WKURXJKVKDSLQJ ODZV�DQG�UHJXODWLRQV�LQ�WKHLU�IDYRU��EXW�MXVW�DQRWKHU�IRUP�RI�KLJK�OHYHO�H[WRUWLRQ�E\WKH�VWDWH��DOEHLW�RQH�WKDW�WHQGV�WR�EH�GLUHFWHG�DW�KLJK�JURZWK�ILUPV��6LPLODUO\��KLJK�JURZWKFRXOG�DOVR�EH�VHHQ�DV�D�FDXVH�RI�D�ILUP¶V�LQIOXHQFH�RYHU�WKH�VWDWH��,I�KLJK�JURZWK�ZHUH�WKHFDXVH�RI�ERWK�VWDWH�FDSWXUH�DQG�LQIOXHQFH��ZH�ZRXOG�H[SHFW�WR�VHH�JUHDWHU�RYHUODS�EHWZHHQFDSWXUH� DQG� LQIOXHQFH� DW� WKH� ILUP� OHYHO� DV� VXFK� JURZWK� ZRXOG� VLPXOWDQHRXVO\� HQKDQFHLQIOXHQFH� DQG� LQFUHDVH� WKH� VWDWH¶V� SURSHQVLW\� WR� H[WUDFW� WULEXWH� WKURXJK� WKH� ODZ�PDNLQJSURFHVV��<HW�� DV� GHVFULEHG� DERYH�� IHZ� LQIOXHQWLDO� ILUPV� HQJDJH� LQ� VWDWH� FDSWXUH� DQG� YLFHYHUVD���)XUWKHUPRUH��JLYHQ�WKDW�WKH�UHJUHVVLRQV�FRQWURO�IRU�PDUNHW�EHKDYLRU��L�H��LQQRYDWLRQDQG�PDUNHW� SRZHU��� WKH� UHODWLRQVKLS� EHWZHHQ� FDSWXUH�� LQIOXHQFH� DQG� ILUP� SHUIRUPDQFH� LVQRW FRQVLVWHQW�ZLWK�WKH�K\SRWKHVLV�WKDW�VWURQJ�SHUIRUPDQFH��DV�D�UHVXOW�RI�PDUNHW�EHKDYLRU�LV�WKH�FDXVH�RI�VWDWH�FDSWXUH�
$ PRUH� ULJRURXV� PHWKRG� WR� FKHFN� WKH� UREXVWQHVV� RI� WKHVH� UHVXOWV� WR� WKH� VLPXOWDQHLW\FKDOOHQJH�LV�WR�UHSODFH�WKH�YDULDEOHV�LQ�TXHVWLRQV�ZLWK�LQVWUXPHQWDO�YDULDEOHV��,9V��WKDW�DUHKLJKO\�FRUUHODWHG�ZLWK�FDSWXUH�DQG�LQIOXHQFH��� EXW�XQOLNHO\�WR�EH�FDXVHG�E\�WKH�GHSHQGHQWYDULDEOH��ILUP�SHUIRUPDQFH��*LYHQ�WKH�UHJUHVVLRQV�SUHGLFWLQJ�WKH�SURSHQVLW\�RI�ILUPV�WR�EHHLWKHU�FDSWRU�RU�LQIOXHQWLDO�ILUPV�UHSRUWHG�LQ�7DEOH����ZH�XVH�WKH�LQLWLDO�GHJUHH�RI�WKH�ILUP¶VLQVHFXULW\� RI� SURSHUW\� DQG� FRQWUDFW� ULJKWV� �WKUHH� \HDUV� DJR�� DV� RQH� RI� RXU� LQVWUXPHQWV�)XUWKHUPRUH��JLYHQ�WKH�GLIIHUHQW�SURILOHV�RI�FDSWRU�DQG�LQIOXHQWLDO�ILUPV��L�H��SUHGRPLQDQWO\GH QRYR�DQG VWDWH�RZQHG�UHVSHFWLYHO\���ZH�XVH�WKH�ILUP¶V�GDWH�RI�HVWDEOLVKPHQW�DV�D�VHFRQGLQVWUXPHQW�� �7R� DFFRXQW� IRU� WKH� LQWHUDFWLRQ� RI� FDSWRU� ILUPV� DQG� WKH� FDSWXUH� HFRQRP\�ZHDOVR� LQWHUDFW� ERWK� WKH� LQVWUXPHQWV� ZLWK� WKH� LQGH[� RI� WKH� FDSWXUH� HFRQRP\�� � $OO� IRXULQVWUXPHQWV�ZHUH�WKHQ�XVHG� WR�HVWLPDWH� WKH�SHUIRUPDQFH�UHJUHVVLRQV� LQ�7DEOH����7KH�VLJQ
��� 7KHUH� DUH� WKUHH� HQGRJHQRXV� YDULDEOHV� WKDW� ZH� ZLVK� WR� LQVWUXPHQW� IRU�� FDSWRU� ILUP�� LQIOXHQWLDO� ILUP�� DQG� FDSWRU� ILUPLQWHUDFWHG�ZLWK�WKH�H[WHQW�RI�WKH�FDSWXUH�HFRQRP\�



��

DQG�PDJQLWXGH�RI�WKH�FRHIILFLHQWV�RI�FDSWRU�ILUPV�DQG�LQIOXHQWLDO�ILUPV�DUH�QHDUO\�LGHQWLFDO�7KH� VL]H� RI� WKH� VWDQGDUG� HUURUV� LV� VRPHZKDW�� WKRXJK� QRW� VXEVWDQWLDOO\�� ODUJHU� WKDQ� LQ� WKHRULJLQDO� UHJUHVVLRQV� DV�PLJKW� EH� H[SHFWHG�� � 7KHVH� UHVXOWV� VXJJHVW� WKDW� VWDWH� FDSWXUH� DQGLQIOXHQFH�FDXVH�WKH�KLJKHU�JURZWK�UDWHV�DW�WKH�ILUP�OHYHO�
%\�FRQWUROOLQJ�IRU�D�ZLGH�UDQJH�RI�RWKHU�IDFWRUV�WKDW�FRQWULEXWH�WR�ILUP�OHYHO�JURZWK�UDWHV�WKH� UHJUHVVLRQ� UHVXOWV� VXJJHVW� WKDW� ERWK� VWDWH� FDSWXUH� DQG� LQIOXHQFH� JHQHUDWH� VLJQLILFDQWUHQWV�WR�WKH�ILUP��7KRXJK�WKH�GDWD�GR�QRW�JLYH�XV�WKH�RSSRUWXQLW\�WR�FDOFXODWH�WKH�DJJUHJDWHOHYHO�RI�UHQWV�JHQHUDWHG�E\�WKHVH�UHODWLRQVKLSV�DQG�WKH�GLVWULEXWLRQ�RI� WKRVH�UHQWV�EHWZHHQWKH�ILUP�DQG�SXEOLF�RIILFLDOV����WKH\�GR�VXJJHVW�WKDW�ZKDWHYHU�VWDWH�RIILFLDOV�PLJKW�³JUDE´�LQWKH� FRQWH[W� RI� WKHVH� UHODWLRQVKLSV� WKHUH� DUH� VWLOO� VXEVWDQWLDO� UHQWV� OHIW� IRU� WKH� ILUP�� ,QFRQWUDVW��ZKDWHYHU� UHQWV�PLJKW�EH�JHQHUDWHG�DV�D� UHVXOW�RI�DGPLQLVWUDWLYH� FRUUXSWLRQ�� WKH\GR QRW�DSSHDU�WR�DFFUXH�GLUHFWO\�WR�WKH�ILUP���

���7KLV�ZRXOG�UHTXLUH�GDWD�RQ�WKH�UHQWV�UHFHLYHG�E\�SXEOLF�RIILFLDOV�DV�D�UHVXOW�RI�VWDWH�FDSWXUH��ZKLFK�DUH�QRW�LQFOXGHG�LQ�WKH%((36�VXUYH\���+RZHYHU��ZH�GR�NQRZ�WKDW�WKHUH�LV�D�GLIIHUHQFH�LQ�WKH�GLVWULEXWLRQ�RI�WKHVH�UHQWV�LQ�UHODWLRQVKLSV�EDVHG�RQVWDWH�FDSWXUH�YHUVXV�LQIOXHQFH��VLQFH�WKH�IRUPHU�HQWDLO�SULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�ZKLOH�WKH�ODWWHU�GR�QRW�
���2I�FRXUVH�JLYHQ�ZHDNQHVVHV�LQ�WKH�VWUXFWXUH�RI�FRUSRUDWH�JRYHUQDQFH��LW�LV�SRVVLEOH�WKDW�WKHVH�UHQWV�DFFUXH�QRW�WR�WKH�ILUPEXW�DV�SULYDWH�JDLQV�WR�WKH�PDQDJHUV��<HW�WKLV�ZRXOG�DSSO\�HTXDOO\�WR�DQ\�JDLQV�GHULYLQJ�IURP�VWDWH�FDSWXUH�DQG�LQIOXHQFH�



��

7DEOH����)LUP�SHUIRUPDQFH�DQG�LQWHUDFWLRQV�ZLWK�WKH�VWDWH��,9�UHJUHVVLRQV���
,QGHSHQGHQW�YDULDEOHV 'HSHQGHQW�YDULDEOHV5HDO�JURZWK�UDWH�RI�6DOHV�SUHYLRXV���\HDUV� 6DOHV�QH[W���\HDUV� ,QYHVWPHQW��SUHYLRXV� \HDUV� ,QYHVWPHQW�QH[W���\HDUV�

&DWHJRU\
6XE�FDWHJRU\��'XPP\YDULDEOH�EDVH�FDWHJRU\LQ�SDUHQWKHVHV� ��� ��� ��� ���

6HFWRU 0LQLQJ ���� ���� ����� ����������� ������� ������� �������6HUYLFHV ��� ���� ��� ��������� ������� ������ �������0DQXIDFWXULQJ�
2ULJLQ 'H�1RYR ����

 ����

 ����

 ������� ������ ������ ������3ULYDWL]HG ��� ��� ����
 ����

������ ����� ������ ��������6WDWH�RZQHG�
6L]H 6PDOO ����� ��� ���� ���������� ������ ������� ������

0HGLXP ���� ���� ��� ���������� ������� ������ �������/DUJH�
)', ��� ���

 ����

 ��������� ������ ������ ������
,QQRYDWLRQ ����

 ����

 ����

 ����

������ ����� ������ ������
0DUNHW�SRZHU ��� ���

 ��� ���
������ ������ ������ ������
$GPLQLVWUDWLYH�FRUUXSWLRQ ���� ���� ���� ����������� ������� ������� �������
,QVWUXPHQWHG
&DSWRU�)LUP ����� ���� ���� ����������� ������� ������� ������������
 ��� ���� ����,QWHUDFWLRQ�ZLWK�WKHFDSWXUH�HFRQRP\ ������ ������ ����� �������
,QIOXHQWLDO�)LUP ����

 ��� ����

 ��������� ������ ������ ������
1 ���� ���� ���� ����
5� ���� ���� ���� ����
(FRQRPHWULF�PRGHO ,9 ,9 ,9 ,9
,QVWUXPHQWV���LQVHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV��IRXQGDWLRQ�GDWH�RI�WKH�ILUP��LQWHUDFWLRQ�RI�ERWK�WKHVH�YDULDEOHVZLWK�WKH�H[WHQW�RI�WKH�FDSWXUH�HFRQRP\�&RXQWU\�GXPPLHV�LQFOXGHG��EXW�QRW�UHSRUWHG���9DULDEOH�GHILQLWLRQ�GHWDLOV�LQ�$SSHQGL[�$���


�VLJQLILFDQW�DW����OHYHO��
�VLJQLILFDQW�DW�����OHYHO���W�VWDWLVWLFV�LQ�SDUHQWKHVHV�

���7KH�WZR�VWDJH�DSSURDFK�HVWLPDWHG�6WDJH�RQH�
&DSWRU� � ���� ��,QVHFXULW\�RI�3URSHUW\�5LJKWV��� ����,QVHFXULW\�RI�3URSHUW\�5LJKWV�[�&DSWXUH�(FRQRP\�,QGH[���� ����'DWH�RI�)RXQGDWLRQ���
����'DWH�RI�)RXQGDWLRQ�[�&DSWXUH�(FRQRP\�,QGH[�����DOO�RWKHU�H[RJHQRXV�YDULDEOHV�IURP�VWDJH�������X�
&DSWRU�[�&DSWXUH�(FRQRP\�,QGH[� � ���� ��,QVHFXULW\�RI�3URSHUW\�5LJKWV��� ����,QVHFXULW\�RI�3URSHUW\�5LJKWV�[�&DSWXUH�(FRQRP\�,QGH[���
����'DWH�RI�)RXQGDWLRQ���� ����'DWH�RI�)RXQGDWLRQ�[�&DSWXUH�(FRQRP\�,QGH[�����DOO�RWKHU�H[RJHQRXV�YDULDEOHV�IURP�VWDJH�������X�
,QIOXHQFH� � ���� ��,QVHFXULW\�RI�3URSHUW\�5LJKWV��� ����,QVHFXULW\�RI�3URSHUW\�5LJKWV�[�&DSWXUH�(FRQRP\�,QGH[���� ����'DWH�RI�)RXQGDWLRQ�
�� ����'DWH�RI�)RXQGDWLRQ�[�&DSWXUH�(FRQRP\�,QGH[�����DOO�RWKHU�H[RJHQRXV�YDULDEOHV�IURP�VWDJH�������X�6WDJH�WZR��LQVWUXPHQWHG�YDULDEOHV�XQGHUOLQHG��
3HUIRUPDQFH� � ��� �0LQLQJ��� ��6HUYLFHV��� ��6PDOO��� ��0HGLXP��� ��'H�1RYR��� � �3ULYDWLVHG��� � �)',��� � ��,QQRYDWLRQ��� � ��0DUNHW
3RZHU��� ��$GPLQLVWUDWLYH�&RUUXSWLRQ��� ���&DSWXUH��� ����&DSWXUH�[�&DSWXUH�(FRQRP\�,QGH[���� ���,QIOXHQFH����FRXQWU\�GXPPLHV����Y



��

�� 6RFLDOV�&RVWV�RI�WKH�&DSWXUH�(FRQRP\
7KH�UHJUHVVLRQ�UHVXOWV�DERYH�IRFXV�RQ�WKH�SHUIRUPDQFH�RI�ILUPV�DFWLYHO\�HQJDJHG� LQ�VWDWHFDSWXUH��EXW�ZKDW� LV� WKH� LPSDFW�RI�VWDWH�FDSWXUH�RQ� WKH�YDVW�PDMRULW\�RI� ILUPV� WKDW�FDQQRWFDSWXUH� WKH� VWDWH"�$� URXJK� LQGLFDWLRQ� FRPHV� IURP� WKH� XQFRQGLWLRQDO� SHUIRUPDQFH�PHDQVUHSRUWHG�LQ�7DEOH�����,Q�ORZ�FDSWXUH�FRXQWULHV��WKH�DYHUDJH�UHDO�UDWH�RI�VDOH�JURZWK�RYHU�WKHSDVW� �� \HDUV� LV� ����� SHUFHQW�� � ,Q� KLJK� FDSWXUH� FRXQWULHV�� ZKHUH� D� ODUJH� QXPEHU� RI� ILUPVUHSRUW� D� VXEVWDQWLDO� GLUHFW� LPSDFW� RQ� WKHLU� EXVLQHVV� IURP� WKH� FDSWXUH� RI� WKH� VWDWH�� WKHDYHUDJH�JURZWK�UDWH�IDOOV�WR�������SHU�FHQW��GHVSLWH�WKH�FRQVLGHUDEOH�UHODWLYH�JDLQV�IRU�FDSWRUILUPV�LQ�WKHVH�FRXQWULHV��$YHUDJH�UHDO�LQYHVWPHQW�UDWHV�DW�WKH�ILUP�OHYHO�GLIIHU�VXEVWDQWLDOO\DV�ZHOO�IDOOLQJ�IURP������SHU�FHQW�LQ�ORZ�FDSWXUH�FRXQWULHV�WR������SHU�FHQW�LQ�KLJK�FDSWXUHFRXQWULHV���
&RQWUROOLQJ� IRU� ILUP� FKDUDFWHULVWLFV�� WKH� LPSDFW� RI� WKH� FDSWXUH� HFRQRP\� RQ� ILUP�OHYHOJURZWK� UDWHV� UHPDLQV� QHJDWLYH�� 7DEOH� ��� EHORZ� UHSHDWV� WKH� SHUIRUPDQFH� UHJUHVVLRQV� IRUVDOHV�DQG�LQYHVWPHQW�IURP�7DEOH���EXW�UHSODFHV�WKH�FRXQWU\�GXPP\�YDULDEOHV�ZLWK�DQ�LQGH[RI WKH�H[WHQW�RI�WKH�FDSWXUH�HFRQRP\�DW�WKH�FRXQWU\�OHYHO�UHSRUWHG�LQ�7DEOH���DERYH���7KHFRHIILFLHQW�RI�WKLV�YDULDEOH�JLYHV�DQ�HVWLPDWH�RI�WKH�LPSDFW�RI�D�KLJK�FDSWXUH�HQYLURQPHQWRQ WKH�UDWH�RI�VDOHV�DQG�LQYHVWPHQW�JURZWK�LQ�DOO�ILUPV�LQ�WKDW�HQYLURQPHQW�RU�ZKDW�PLJKWEH VHHQ�DV�RQH�FRPSRQHQW�RI�D�PHDVXUH�RI� WKH�VRFLDO�FRVWV�RI�VWDWH�FDSWXUH����7KH�UHVXOWVVKRZ WKDW�KLJKHU�OHYHOV�RI�VWDWH�FDSWXUH� LQ� WKH�HFRQRP\�DUH�VLJQLILFDQWO\� UHODWHG� WR� ORZHUUDWHV� RI� ERWK� VDOHV� JURZWK� DQG� LQYHVWPHQW� DW� WKH� ILUP� OHYHO�� 7KH� FRQVLGHUDEOH� JDLQV� WRFDSWRU�ILUPV�LQ�WKH�FDSWXUH�HFRQRP\�JHQHUDWH�VXEVWDQWLDO�QHJDWLYH�H[WHUQDOLWLHV�IRU�DOO�RWKHUILUPV�
7KHUH�DUH�D�QXPEHU�RI�QHJDWLYH�H[WHUQDOLWLHV�WKDW�FRXOG�SRWHQWLDOO\�EH�JHQHUDWHG�E\�WKHFDSDFLW\�RI�D�VPDOO�VKDUH�RI�SRZHUIXO�ILUPV�WR�FDSWXUH�WKH�VWDWH�DQG�WKXV�HQFRGH�DGYDQWDJHVLQWR�WKH�EDVLF�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN��&DSWRU�ILUPV�FRXOG�XVH�WKHLU�UHODWLRQVKLSVZLWK�SXEOLF�RIILFLDOV�WR�HUHFW�EDUULHUV�WR�HQWU\�RU�WR�LPSRVH�KDUVK�UHJXODWRU\�EXUGHQV�RQWKHLU�FRPSHWLWRUV��6WDWHV�WKDW�DUH�SUHSDUHG�WR�VHOO�SXEOLF�JRRGV�WR�LQGLYLGXDO�ILUPV�RQ�DQ�³DOD�FDUWH´�EDVLV�DUH�OLNHO\�WR�EH�XQGHUVXSSO\LQJ�WKRVH�JRRGV�WR�WKH�PDUNHW�DW�ODUJH��7KH%((36�VXUYH\�SURYLGH�GDWD�RQ�WKH�VHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV�DW�WKH�ILUP�OHYHO�ZKLFK�ZRXOG�DOORZ�XV�WR�WHVW�IRU�WKH�H[WHQW�RI�VXFK�QHJDWLYH�H[WHUQDOLWLHV�RQ�WKH�SURYLVLRQRI D�NH\�VHW�RI�SXEOLF�JRRGV�

���$�SDUDOOHO�GLYLVLRQ�RI�FRXQWULHV�LQWR�KLJK�DQG�ORZ�OHYHOV�RI�LQIOXHQFH�RQ�WKH�EDVLV�RI�WKH�LQGH[�UHSRUWHG�LQ�WDEOH���GLG�QRWSURGXFH�DQ\�VLJQLILFDQW�GLIIHUHQFH�EHWZHHQ�WKHVH�WZR�JURXSV���+RZHYHU�D�IXOOHU�GLVFXVVLRQ�RI�WKH�VRFLDO�FRVWV�RI�LQIOXHQFH�LVQRW�SRVVLEOH�XVLQJ�WKLV�PHDVXUH�� �,Q�WKH�ILUVW� LQVWDQFH�LW� LV�D�EHKDYLRUDO�PHDVXUH�DQG�LV�QRW�QHFHVVDULO\�D�JRRG�SUR[\�IRU�WKHFURVV�FRXQWU\�LPSDFW�RI�LQIOXHQFH���,Q�DGGLWLRQ��LW�GRHV�QRW�GLVWLQJXLVK�EHWZHHQ�FRUUXSW�DQG�QRQ�FRUUXSW�IRUPV�RI�LQIOXHQFH�RU�EHWZHHQ�LQIOXHQFH�H[HUFLVHG�YLD�FROOHFWLYH�DFWLRQ�DQG�WKDW�YLD�SULYDWH�DUUDQJHPHQWV�EHWZHHQ�LQGLYLGXDO�ILUPV�DQG�RIILFLDOV�7KHVH�GLVWLQFWLRQV�DUH�OLNHO\�WR�EH�FUXFLDO�WR�XQGHUVWDQGLQJ�WKH�EURDGHU�LPSOLFDWLRQV�RI�WKH�H[HUFLVH�RI�LQIOXHQFH�
���2QH�FRXOG�LPDJLQH�D�QXPEHU�RI�RWKHU�SRWHQWLDO�VRFLDO�DQG�SROLWLFDO�FRVWV�DVVRFLDWHG�ZLWK�VWDWH�FDSWXUH�EH\RQG�WKH�LPSDFW�RQILUP�SHUIRUPDQFH�� �)RU� D� IXOOHU� GLVFXVVLRQ�RI� WKH�QHJDWLYH� FRQVHTXHQFHV�RI� VWDWH� FDSWXUH� IRU� WKH� SURFHVV� RI� WUDQVLWLRQ� VHH:RUOG�%DQN��������



��

7DEOH�����7KH�VRFLDO�FRVWV�RI�WKH�FDSWXUH�HFRQRP\�IRU�ILUP�SHUIRUPDQFH
'HSHQGHQW�YDULDEOHV,QGHSHQGHQW�YDULDEOHV
5HDO�JURZWK�UDWH�RI�6DOHV��SUHYLRXV���\HDUV� ,QYHVWPHQW��SUHYLRXV���\HDUV�

&DWHJRU\
6XE�FDWHJRU\��'XPP\YDULDEOH�EDVH�FDWHJRU\�LQSDUHQWKHVHV� ��� ���

6HFWRU 0LQLQJ ���� ����������� �������6HUYLFHV ��� ���
������ �������0DQXIDFWXULQJ�
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 ����,QWHUDFWLRQ�ZLWK�WKHFDSWXUH�HFRQRP\ ������ ������

,QIOXHQWLDO�)LUP ��
 ����


������ ������

$GPLQLVWUDWLYH�FRUUXSWLRQ ����

 ����

������� �������

&DSWXUH�(FRQRP\ �����

 �����

>FURVV�FRXQWU\�PHDVXUH@ ������� �������
1 ���� ����
5� ���� ����
(FRQRPHWULF�PRGHO 2/6 2/6


�VLJQLILFDQW�DW����OHYHO��
�VLJQLILFDQW�DW�����OHYHO���W�VWDWLVWLFV�LQ�SDUHQWKHVHV��6HH�$SSHQGL[�WDEOH�$����IRUGHILQLWLRQDO�GHWDLOV�



��

���6WDWH�&DSWXUH��,QIOXHQFH�DQG�WKH�6HFXULW\�RI�3URSHUW\�DQG�&RQWUDFW�5LJKWV
,Q�DQ�HDUOLHU�VHFWLRQ��ZH�VKRZHG�WKDW� WKH�GLIIHUHQW�SHUFHSWLRQV�RI� WKH�VHFXULW\�RI�SURSHUW\DQG� FRQWUDFW� ULJKWV� DIIHFWHG� WKH� SURSHQVLW\� RI� ILUPV� WR� HQJDJH� LQ� VWDWH� FDSWXUH� RU� KDYHLQIOXHQFH�RYHU�VWDWH�GHFLVLRQV��)LUPV�ZLWK�JUHDWHU�LQVHFXULW\�ZHUH�VKRZQ�WR�EH�PRUH�OLNHO\WR� HQJDJH� LQ� VWDWH� FDSWXUH�� ZKLOH� LQIOXHQWLDO� ILUPV� HQMR\HG� PXFK� PRUH� VHFXUH� SURSHUW\ULJKWV�� <HW� LI� FDSWXUH� LV�� WR� VRPH� H[WHQW�� PRWLYDWHG� E\� WKH� LQVHFXULW\� RI� SURSHUW\� DQGFRQWUDFW� ULJKWV�� GRHV� LW� JHQHUDWH� D� GHPRQVWUDEOH� LPSURYHPHQW� IRU� FDSWRU� ILUPV� LQ� WKHVHULJKWV�RYHU�WLPH"�,I�VR��KRZ�GRHV�WKLV�DIIHFW�WKH�SURSHUW\�ULJKWV�RI�RWKHU�ILUPV�WKDW�GR�QRW�RU�FDQQRW��HQJDJH�LQ�VWDWH�FDSWXUH"
7KH�%((36�VXUYH\�DVNHG�ILUPV� WR�DVVHVV�KRZ�WKH�VHFXULW\�RI� WKHLU�SURSHUW\�DQG�FRQWUDFWULJKWV�KDV�FKDQJHG�RYHU�WKH�SDVW�WKUHH�\HDUV����7KLV�JLYHV�XV�DQ�RSSRUWXQLW\�WR�LQYHVWLJDWHKRZ GLIIHUHQW�W\SHV�RI�UHODWLRQVKLSV�EHWZHHQ�WKH�ILUP�DQG�WKH�VWDWH�DIIHFW�WKH�HYROXWLRQ�RIWKH� VHFXULW\� RI� SURSHUW\� ULJKWV� IRU� LQGLYLGXDO� FDSWRU� DQG� LQIOXHQWLDO� ILUPV�� DV� ZHOO� DV� WRFRPSDUH� WKH� DJJUHJDWH� DIIHFWV� RQ� VXFK� ULJKWV� DW� WKH� FRXQWU\� OHYHO� RYHU� WLPH�� 7DEOH� ��SUHVHQWV� WKH� UHVXOWV� RI� DQ� RUGHUHG� SURELW� UHJUHVVLRQ� RQ� WKH� FKDQJH� RI� WKH� VHFXULW\� RISURSHUW\�DQG�FRQWUDFW�ULJKWV�
7KH�UHJUHVVLRQ�FRQWUROV�IRU�WKH�LQLWLDO�OHYHO�RI�LQVHFXULW\�RI�SURSHUW\�ULJKWV�WKUHH�\HDUV�DJRWR� DFFRXQW� IRU� WKH� IDFW� WKDW� WKH� FKDQJH� RYHU� WLPH�PLJKW� GHSHQG� XSRQ� WKH� LQLWLDO� VWDUWLQJSRLQW�� $V� PLJKW� EH� H[SHFWHG�� ILUPV� VWDUWLQJ� ZLWK� KLJKHU� LQVHFXULW\� VKRZ� WKH� JUHDWHVWSUREDELOLW\�RI�VWUHQJWKHQLQJ�WKH�VHFXULW\�RI�WKHVH�ULJKWV�RYHU�WLPH��+RZHYHU��GH QRYR�DQGSULYDWL]HG� ILUPV� DUH� OHVV� OLNHO\� WR� KDYH� VHHQ� DQ� LPSURYHPHQW� LQ� WKH� VHFXULW\� RI� WKHLUSURSHUW\�DQG�FRQWUDFW�ULJKWV�RYHU�WLPH�UHODWLYH�WR�UHPDLQLQJ�VWDWH�RZQHG�ILUPV��7KLV�UDLVHVGRXEWV� DERXW� WKH� YLHZ� WKDW� SULYDWL]DWLRQ� DQG� QHZ� HQWU\� KDYH� FUHDWHG� DQ� HIIHFWLYHFRQVWLWXHQF\� WR� SXVK� IRU� WKH� LQVWLWXWLRQDO� UHIRUPV� WKDW� PLJKW� LQFUHDVH� WKHLU� VHFXULW\� RISURSHUW\� ULJKWV� RYHU� WLPH�� WKRXJK� WKH� FKDQJH� LV� PHDVXUHG� RYHU� D� UHODWLYHO\� VKRUW� WLPHIUDPH�
7KH� ILUPV� WKDW� DUH�PRVW� OLNHO\� WR� KDYH� VWUHQJWKHQHG� WKH� VHFXULW\� RI� WKHLU� SURSHUW\� ULJKWVRYHU� WLPH� DUH� FDSWRU� ILUPV�� HVSHFLDOO\� LQ� KLJK� FDSWXUH� HFRQRPLHV�� 7KRXJK� WKH� SRVLWLYHFRHIILFLHQW�RI�WKH�FDSWRU�GXPP\�YDULDEOH�LQ�UHJUHVVLRQ�����LV�RQO\�PDUJLQDOO\�VLJQLILFDQW��LWLQFUHDVHV�VXEVWDQWLDOO\�LQ�ERWK�PDJQLWXGH�DQG�VLJQLILFDQFH�ZKHQ�LQWHUDFWHG�ZLWK�WKH�FDSWXUHHFRQRP\� LQGH[� LQ� UHJUHVVLRQ� ����� � &DSWRU� ILUPV� DSSHDU� WR� KDYH� VXFFHHGHG� LQ� GRLQJVRPHWKLQJ� WKDW�PRVW�QHZ�HQWUDQWV�DQG�SULYDWL]HG� ILUPV�KDYH�EHHQ�XQDEOH� WR�DFKLHYH�±� WRJDLQ� JUHDWHU�SURWHFWLRQ�RI� WKHLU� SURSHUW\� ULJKWV� RYHU� WLPH���� ,Q� FRQWUDVW�� LQIOXHQWLDO� ILUPV�ZKLFK� VWDUWHG� IURP� D� SRVLWLRQ� RI� JUHDWHU� VHFXULW\�� H[SHULHQFH� QR� VXFK� GLIIHUHQWLDOLPSURYHPHQW�LQ�WKHLU�SURSHUW\�ULJKWV�RYHU�WLPH�

���)LUPV�ZHUH�DVNHG�ZKHWKHU�WKH\�DJUHHG�ZLWK�WKH�IROORZLQJ�VWDWHPHQW�ERWK�DW�SUHVHQW�DQG�WKUHH�\HDUV�DJR���´,�DP�FRQILGHQWWKDW� WKH� OHJDO� V\VWHP�ZLOO�XSKROG�P\�FRQWUDFW� DQG�SURSHUW\� ULJKWV� LQ�EXVLQHVV�GLVSXWHV�µ� � ,Q� WKLV� UHJUHVVLRQ�� WKH�GHSHQGHQWYDULDEOH� WDNHV� WKH� YDOXHV���� LQGLFDWLQJ� DQ� LPSURYHPHQW� LQ� WKH� VHFXULW\�RI�SURSHUW\� ULJKWV�RYHU� WKH�SHULRG�� �� LQGLFDWLQJ� QRFKDQJH�DQG�²��LQGLFDWLQJ�D�GHWHULRUDWLRQ���1R�DWWHPSW�ZDV�PDGH�WR�PHDVXUH�WKH�PDJQLWXGH�RI�WKH�FKDQJH�LQ�SURSHUW\�ULJKWV�VLQFH�WKH�PHDVXUHV�RI�WKH�VHFXULW\�RI�SURSHUW\�ULJKWV�LQ�WKH�WZR�SHULRGV�DUH�VLPSO\�RUGLQDO�YDULDEOHV�
���$ VHFRQG�VHW�RI�UHJUHVVLRQV��XQUHSRUWHG�KHUH��DOVR�FRQWUROOHG�IRU�LQQRYDWLRQ��WR�H[DPLQH�WKH�K\SRWKHVLV�WKDW�VLQFH�FDSWXUHDQG�LQQRYDWLRQ�DUH�FRUUHODWHG�DW�WKH�ILUP�OHYHO��WKH�UHODWLRQVKLS�EHWZHHQ�FDSWXUH�DQG�LPSURYHG�SURWHFWLRQ�RI�SURSHUW\�ULJKWV�LVWKH�UHVXOW�RI�JUHDWHU�GHPDQG�IRU�SURWHFWLRQ�E\�LQQRYDWLYH�ILUPV���7KH�FRHIILFLHQW�RI�LQQRYDWLRQ�ZDV�LQVLJQLILFDQW�DQG�WKHUH�ZDVQR�VXEVWDQWLDO�FKDQJH�LQ�WKH�FRHIILFLHQWV�RQ�WKH�RWKHU�YDULDEOHV�
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<HW WKH�PDJQLWXGH�RI�WKH�DFKLHYHPHQW�E\�FDSWRU�ILUPV�LQ�KLJK�FDSWXUH�HFRQRPLHV�LV�HYHQPRUH� LPSUHVVLYH� ZKHQ� FRPSDUHG� ZLWK� WKH� IDWH� RI� DOO� RWKHU� ILUPV� LQ� WKHVH� KLJK� FDSWXUHHFRQRPLHV��$Q�LQGH[�RI�WKH�FDSWXUH�HFRQRP\�DW�WKH�FRXQWU\�OHYHO�LQ�7DEOH����VKRZV�WKDWILUPV� LQ� KLJK� FDSWXUH� HFRQRPLHV� DUH� PXFK� PRUH� OLNHO\� WR� KDYH� VHHQ� D� UHGXFWLRQ� LQ� WKHVHFXULW\�RI�WKHLU�SURSHUW\�DQG�FRQWUDFW�ULJKWV�RYHU�WLPH��7KXV��FDSWRU�ILUPV�KDYH�EHHQ�DEOHWR�SXUFKDVH�WKURXJK�SULYDWH�SD\PHQWV�WR�SXEOLF�RIILFLDOV�LQGLYLGXDOL]HG�SURWHFWLRQ�RI�WKHLUSURSHUW\�DQG�FRQWUDFW�ULJKWV�IURP�WKH�VWDWH�RQ�DQ�³D�OD�FDUWH´�EDVLV�LQ�DQ�HQYLURQPHQW�ZKHUHVXFK�VHFXULW\�KDV�EHHQ�GHWHULRUDWLQJ�RYHU�WLPH�IRU�PRVW�RWKHU�ILUPV��LQ�SDUWLFXODU�IRU�RWKHUQHZ�HQWUDQWV�DQG�SULYDWL]HG�ILUPV�
,I�LQGLYLGXDO�ILUPV�FDQ�SXUFKDVH�XQGHU�SURYLGHG�SXEOLF�JRRGV�GLUHFWO\�IURP�WKH�VWDWH�RQ�WKHEDVLV� RI� SULYDWH� SD\PHQWV� WR� SXEOLF� RIILFLDOV�� WKHQ� WKHVH� RIILFLDOV� ZLOO� QRW� KDYH� VWURQJLQFHQWLYHV�WR�LPSURYH�WKH�RYHUDOO�SURYLVLRQ�RI�VXFK�JRRGV�JLYHQ�WKH�ULVN�RI��UHGXFLQJ�WKHLUEULEH�LQFRPH��&RQVHTXHQWO\�VWDWH�FDSWXUH��ZKLOH�VWUHQJWKHQLQJ�WKH�SRVLWLRQ�RI�D�VPDOO�VKDUHRI ILUPV��ZRXOG� DSSHDU� WR� XQGHUPLQH� WKH� EURDGHU� SURYLVLRQ� RI� D� NH\� SXEOLF� JRRG�E\� WKHVWDWH� ZKLFK�PLJKW� FRQWULEXWH� WR� DQ� H[SODQDWLRQ� RI� WKH� ORZHU� JURZWK� UDWHV� RI� QRQ�FDSWRUILUPV�LQ�FDSWXUH�HFRQRPLHV�
7KH� VKDUS� FRQWUDVW� EHWZHHQ� WKH� SULYDWH� EHQHILWV� DQG� VRFLDO� FRVWV� RI� VWDWH� FDSWXUH� LQ� WKHSURYLVLRQ�RI� VHFXUH�SURSHUW\� DQG�FRQWUDFW� ULJKWV� DOVR�KHOSV� WR� H[SODLQ� WKH� FOHDU� WKUHVKROGHIIHFWV�GHVFULEHG�DERYH�VHSDUDWLQJ�KLJK�DQG�ORZ�FDSWXUH�HFRQRPLHV��6WDWH�FDSWXUH�UHGXFHVWKH�VHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV�IRU�QRQ�FDSWRU�ILUPV��ZKLFK��DV�ZH�KDYH�VKRZQDERYH�� LQFUHDVHV� WKH� SURSHQVLW\� RI� RWKHU� ILUPV� WR� HQJDJHG� LQ� VWDWH� FDSWXUH�� 7KXV� FDSWRUILUPV� EHJHW� PRUH� ILUPV� VHHNLQJ� WR� FDSWXUH� WKH� VWDWH� DW� GLIIHUHQW� OHYHOV� RI� WKH� SROLWLFDOV\VWHP�
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7DEOH�����7KH�FKDQJH�LQ�WKH�VHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV
,QGHSHQGHQW�YDULDEOHV 'HSHQGHQW�YDULDEOHV7KH�FKDQJH�LQ�WKH�VHFXULW\�RI�SURSHUW\�DQGFRQWUDFW�ULJKWV

&DWHJRU\
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2ULJLQ 'H�1RYR �����
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�/DUJH�

&DSWRU�)LUP ����
 �����
������ �������

,QWHUDFWLRQ�ZLWK ����


WKH�FDSWXUH�HFRQRP\ ������

,QIOXHQWLDO�)LUP ���� ����
����� ������

,QVHFXULW\�RI�SURSHUW\�DQG ����

 ����


&RQWUDFW�ULJKWV ������ ������
&DSWXUH�HFRQRP\ �����

 ����


>FURVV�FRXQWU\��PHDVXUH@ ������� �������
1 ���� ����
3VHXGR�5� ���� ����
(FRQRPHWULF�PRGHO 2UGHUHG�SURELW 2UGHUHG�SURELW


�VLJQLILFDQW�DW����OHYHO��
�VLJQLILFDQW�DW�����OHYHO���W�VWDWLVWLFV�LQ�SDUHQWKHVHV�

���2ULJLQV�RI�WKH�&DSWXUH�(FRQRP\
7KRXJK�RXU�IRFXV�KDV�EHHQ�RQ�WKH�PLFURHFRQRPLF�LQFHQWLYHV�ZKLFK�XQGHUOLH�WKH�GHFLVLRQVRI ILUPV� WR� DWWHPSW� WR� FDSWXUH� WKH� VWDWH�� ZH� KDYH� DOVR� VKRZQ� KRZ� WKHVH� LQFHQWLYHV� DUHVKDSHG�E\�WKH�RYHUDOO�H[WHQW�RI� WKH�FDSWXUH�HFRQRP\� LQ�HDFK�FRXQWU\�� � ,Q� WKLV�VHFWLRQ�ZHEHJLQ� D� YHU\� WHQWDWLYH� H[DPLQDWLRQ� RI� WKH� IDFWRUV� WKDW� PLJKW� H[SODLQ� WKH� H[WHQW� RI� VWDWHFDSWXUH�DW�WKH�DJJUHJDWH�OHYHO�
:H IRFXV� RQ� WKH� UROH� RI� FLYLO� OLEHUWLHV���� ZKLFK� ZH� YLHZ� DV� DQ� H[RJHQRXV� YDULDEOH� WKDWDIIHFWV�ERWK�WKH�VXSSO\�RI�DQG�GHPDQG�IRU�VWDWH�FDSWXUH��2Q�WKH�VXSSO\�VLGH��FLYLO�OLEHUWLHVDUH�D�SUR[\�IRU�WKH�FRQVWUDLQWV�WKDW�HIIHFWLYH�RYHUVLJKW�E\�FLYLO�VRFLHW\�FDQ�SODFH�RQ�SXEOLF
���:H�GR�QRW�VXJJHVW�WKDW�VXFK�D�VLPSOH�PRQR�FDXVDO�H[SODQDWLRQ�FDQ�IXOO\�DFFRXQW�IRU�D�SKHQRPHQRQ�DV�FRPSOH[�DV�VWDWHFDSWXUH�� +RZHYHU�� ZH� GR� EHOLHYH� WKDW� WKH� UHODWLRQVKLS� LQYHVWLJDWHG� KHUH� UHSUHVHQWV� DQ� LPSRUWDQW� FRPSRQHQW� LQ� DQ\XQGHUVWDQGLQJ�RI�WKH�SUREOHP�
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RIILFLDOV�� 6XFK� RYHUVLJKW� UDLVHV� WKH� FRVWV� WR� SROLWLFLDQV� RI� DFWLRQV� WKDW� SURYLGH� KLJKO\FRQFHQWUDWHG� JDLQV� WR� D� VPDOO� VHW� RI�SRZHUIXO� DFWRUV�ZKLOH� LPSRVLQJ� VXEVWDQWLDO� FRVWV� RQHYHU\RQH�HOVH��2Q�WKH�GHPDQG�VLGH�ZH�ZRXOG�H[SHFW�WKH�LQLWLDO�LQFUHDVH�LQ�WKH�OHYHO�RI�FLYLOOLEHUWLHV� UHODWLYH� WR� WKH� FRPPXQLVW� V\VWHP� WR� LQFUHDVH� WKH� GHPDQG� IRU� VWDWH� FDSWXUH� E\QHZO\�DXWRQRPRXV�ILUPV��7KXV��WKH�HIIHFWV�RI�SROLWLFDO�OLEHUDOL]DWLRQ�RQ�WKH�DJJUHJDWH�OHYHORI FDSWXUH�LQ�D�JLYHQ�FRXQWU\�DUH�D SULRUL�DPELJXRXV�DQG�GHSHQG�RQ�WKH�H[WHQW�WR�ZKLFK�WKHLPSDFW�RI�OLEHUDOL]DWLRQ�RQ�VXSSO\�RU�GHPDQG�GRPLQDWHV�
7DEOH�����&LYLO�/LEHUWLHV�,QGH[������������

&RXQWU\ $EVHQFH�RI�&LYLO�OLEHUWLHV
$OEDQLD ���$UPHQLD ���$]HUEDLMDQ ���%HODUXV ���%XOJDULD ���&URDWLD ���&]HFK�5HSXEOLF ���(VWRQLD ���*HRUJLD ���+XQJDU\ ���.D]DNKVWDQ ���.\UJ\]VWDQ ���/DWYLD ���/LWKXDQLD ���0ROGRYD ���3RODQG ���5RPDQLD ���5XVVLD ���6ORYDN�5HSXEOLF ���6ORYHQLD ���8NUDLQH ���8]EHNLVWDQ ���
,QWHUSUHWDWLRQ�RI�,QGLFHV��,QGH[�UDQJHV�IURP���WR���ZKHUH���LVPRVW�IUHH�DQG���LV�OHDVW�IUHH��6RXUFH��)UHHGRP�+RXVH

,Q�7DEOH� ���ZH�SUHVHQW� D�PHDVXUH� RI� WKH� H[WHQW� RI� FLYLO� OLEHUWLHV� DFFRUGLQJ� WR� WKH� LQGH[GHYHORSHG� E\� )UHHGRP�+RXVH�� ZKLFK� VWDWHV� WKDW� �FLYLO� OLEHUWLHV� LQFOXGH� WKH� IUHHGRPV� WRGHYHORS�YLHZV��LQVWLWXWLRQV��DQG�SHUVRQDO�DXWRQRP\�DSDUW�IURP�WKH�VWDWH�����(DFK�FRXQWU\�LVDVVHVVHG�RQ�D�VFDOH�RI����PRVW�IUHH��WR����OHDVW�IUHH���7KH�LQGH[�KDV�EHHQ�FRPSLOHG�DQQXDOO\VLQFH������DQG�ZH�XVH�WKH�DYHUDJH�VFRUH�IRU�WKH�WKUHH�PRVW�UHFHQW�\HDUV�
,Q�WKH�VLPSOH� LOOXVWUDWLYH�UHJUHVVLRQV�SUHVHQWHG� LQ�7DEOH����� WKH�GHSHQGHQW�YDULDEOH� LV� WKHLQGH[�RI�WKH�FDSWXUH�HFRQRP\�DW�WKH�FRXQWU\�OHYHO�IURP�7DEOH����6LQFH�WKH�LQLWLDO�VWDJH�RIOLEHUDOL]DWLRQ� PLJKW� OHDG� WR� LQFUHDVHV� LQ� VWDWH� FDSWXUH� LQ� FRPSDULVRQ� ZLWK� WKH� SUHYLRXVV\VWHP�� IROORZHG� E\� D� GHFUHDVH� LQ� WKH� FDSWXUH� LQGH[� DV� FLYLO� VRFLHW\� RYHUVLJKW� LQFUHDVHVRYHU� WLPH�� WKH� UHODWLRQVKLS� EHWZHHQ� FLYLO� OLEHUWLHV� DQG� WKH� SURSHQVLW\� WR� HQJDJH� LQ� VWDWH

��� 6HH� KWWS���ZZZ�IUHHGRPKRXVH�RUJ� IRU�PRUH� GHWDLOV� RQ� WKH� LQGH[� DQG�PHWKRGRORJ\�� � ,Q� EULHI�� HDFK� FRXQWU\� LV� DVVHVVHGDFFRUGLQJ�WR�FULWHULD�JURXSHG�XQGHU��IUHHGRP�RI�H[SUHVVLRQ�DQG�EHOLHI��DVVRFLDWLRQ�DQG�RUJDQL]DWLRQDO�ULJKWV��UXOH�RI�ODZ�DQGKXPDQ�ULJKWV��SHUVRQDO�DXWRQRP\��DQG�HFRQRPLF�ULJKWV�
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FDSWXUH�LV�XQOLNHO\�WR�EH�OLQHDU��7KH�NH\�SRLQW�UHIOHFWHG�LQ�WKH�UHJUHVVLRQV�LV�WKH�LQYHUWHG�8�VKDSH RI�WKH�UHODWLRQVKLS�
7KH�ILUVW�SDLU�RI� UHJUHVVLRQV�RQ�WKH�H[WHQW�RI�VWDWH�FDSWXUH�LQFOXGHV�DOO����FRXQWULHV�� �7KHVHFRQG� SDLU� RI� UHJUHVVLRQV� � H[FOXGHV� %HODUXV� DQG� 8]EHNLVWDQ�� VLQFH� SULYDWH� VHFWRUGHYHORSPHQW�KDV�EHHQ�YHU\�OLPLWHG�LQ�WKHVH�FRXQWULHV�DQG�WKH�YHU\�QRWLRQ�RI�VWDWH�FDSWXUHE\�WKH�FRUSRUDWH�VHFWRU�LQ�WKHVH�FRXQWULHV�LV�SRWHQWLDOO\�LQDSSOLFDEOH�

7DEOH�����5HJUHVVLRQV�RI�VWDWH�FDSWXUH�YV��FLYLO�OLEHUWLHV
,QGHSHQGHQW�YDULDEOHV'HSHQGHQWYDULDEOH &RXQWULHVLQ�VDPSOH &LYLO�OLEHUWLHV �&LYLO�OLEHUWLHV�� 5�

([WHQW�RIVWDWH�FDSWXUH
�� ������������ �� �����
�� �����

������ ������

������� �����

([WHQW�RIVWDWH�FDSWXUH
��� �����

������ �� �����
��� �����

������ ������

������� �����

� WKH�VPDOOHU�VDPSOH�H[FOXGHG�%HODUXV�DQG�8]EHNLVWDQ
 VLJQLILFDQW�DW�������

�VLJQLILFDQW�DW��������W�VWDWLVWLFV�LQ�SDUHQWKHVHV�

7KH�UHJUHVVLRQV�DUH�PHUHO\�VXJJHVWLYH�RI�VRPH� LQWHUHVWLQJ� WUHQGV� WKDW�FRXOG�PHULW� IXUWKHUUHVHDUFK�
� 7KH� UHODWLRQVKLS� EHWZHHQ� FLYLO� OLEHUWLHV� DQG� VWDWH� FDSWXUH� LQ� WKH� IXOO� VDPSOH� RI� ��FRXQWULHV�LV�QRQ�OLQHDU�DQG�FDQ�EH�FKDUDFWHUL]HG�DV�DQ�LQYHUWHG�8�ZKLFK�ZH�HQFDSVXODWHZLWK� D� TXDGUDWLF� WHUP��7KH� SDUWLDO� LQWURGXFWLRQ� RI� FLYLO� OLEHUWLHV� LQ� VRPH� FRXQWULHV� LVDVVRFLDWHG� ZLWK� WKH� HPHUJHQFH� RI� VWDWH� FDSWXUH�� ,Q� WKHVH� FRXQWULHV�� WKH� LQLWLDOLQWURGXFWLRQ�RI�FLYLO�OLEHUWLHV��DQG�RWKHU�FKHFNV�RQ�DEXVH�RI�SRZHU�UHODWHG�WR�WKH�VXSSO\RI VWDWH�FDSWXUH�� LV� LQVXIILFLHQW� WR�FRXQWHUEDODQFH� WKH� ORVV�RI�FRQWURO� WKDW�KDV� UHVXOWHGIURP�WKH�GLVPDQWOLQJ�RI�WKH�FRQWUROOLQJ�DSSDUDWXV�RI�WKH�&RPPXQLVW�3DUW\���,Q�FRQWUDVW�RQFH D�WKUHVKROG�RI�EDVLF�FLYLO�OLEHUWLHV�KDV�EHHQ�UHDFKHG�IXUWKHU�UHIRUPV�LQ�WKLV�DUHD�DUHDVVRFLDWHG�ZLWK�PXFK�ORZHU�OHYHOV�RI�VWDWH�FDSWXUH��DV�LQFUHDVLQJ�FLYLO�VRFLHW\�RYHUVLJKWUDLVHV�WKH�FRVWV�WR�SROLWLFLDQV�RI�VWDWH�FDSWXUH�
� ([FOXGLQJ� %HODUXV� DQG� 8]EHNLVWDQ�� WKH� UHODWLRQVKLS� EHWZHHQ� FLYLO� OLEHUWLHV� DQG� VWDWHFDSWXUH�LV�VWLOO�QRQ�OLQHDU��DOWKRXJK�WKH�DELOLW\�RI�D� OLQHDU� UHODWLRQVKLS�WR�UHSUHVHQW� WKHGDWD� LV� LPSURYHG�� VLQFH�E\� FRQVWUXFWLRQ�ZH�H[FOXGH� WKH� OHDVW� OLEHUDO� FRXQWULHV��� �7KLVVXJJHVWV�WKDW�WKH�DVVRFLDWLRQ�RI�SDUWLDO�FLYLO�OLEHUDOL]DWLRQ�DQG�LQFUHDVHG�FDSWXUH�LV�QRWGHSHQGHQW� VROHO\� RQ� WKHVH� FRXQWULHV�� HYHQ� WKRXJK� WKHVH� DUH� WKH� NH\� H[DPSOHV� RIWUDQVLWLRQ� FRXQWULHV�ZLWK� ORZ� OHYHOV�RI� FLYLO� OLEHUWLHV�� � 3XW� GLIIHUHQWO\�� WKHUH� DUH� RWKHUWUDQVLWLRQ� FRXQWULHV� WKDW� DUH� \HW� WR� UHDFK� WKH� SRLQW�ZKHUH� FLYLO� VRFLHW\� LV� VXIILFLHQWO\GHYHORSHG�WR�FRQWURO�VWDWH�FDSWXUH�
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)XUWKHU� UHVHDUFK� VKRXOG� LQYHVWLJDWH� RWKHU� VWUXFWXUDO� IHDWXUHV� RI� WKH� SROLWLFDO� V\VWHP� WKDWPLJKW�LQFUHDVH�WKH�FRVWV�WR�SROLWLFLDQV�RI�FROOXGLQJ�ZLWK�ILUPV�WR�SURYLGH�FRQFHQWUDWHG�JDLQVWKURXJK�VWDWH�FDSWXUH�
���6XPPDU\�DQG�&RQFOXVLRQV
7KRXJK�PXFK�RI�WKH�H[LVWLQJ�OLWHUDWXUH�RQ�WKH�SROLWLFDO�HFRQRP\�RI�WUDQVLWLRQ�KDV�IRFXVHGRQ WKH�G\QDPLFV�RI�VWDWH�FRQWURO�RYHU�WKH�HFRQRP\��WKLV�SDSHU�KDV�SODFHG�SULPDU\�HPSKDVLVRQ WKH�ZD\V�LQ�ZKLFK�ILUPV�H[HUW�LQIOXHQFH�RQ�DQG�FROOXGH�ZLWK�SXEOLF�RIILFLDOV�WR�H[WUDFWDGYDQWDJHV��7KH�%((36�GDWD�KDYH�SURYLGHG�D�XQLTXH�RSSRUWXQLW\�WR�GLIIHUHQWLDWH�FKDQQHOVRI ILUP�LQIOXHQFH�RQ�WKH�VWDWH�DQG�WR�XQEXQGOH�FRUUXSWLRQ�WR�H[DPLQH�YDULDWLRQ�ERWK�DFURVVDQG�ZLWKLQ�WKH�WUDQVLWLRQ�FRXQWULHV��7KH�DQDO\VLV�KDV�SURYLGHG�QHZ�LQVLJKWV�LQWR�WKH�RULJLQVDQG�G\QDPLFV�RI�WKH�FDSWXUH�HFRQRP\�±�DQ�HFRQRP\�LQ�ZKLFK�D�UHODWLYHO\�VPDOO�VKDUH�RIILUPV� KDV� PDQDJHG� WR� FDSWXUH� SXEOLF� RIILFLDOV� DW� YDULRXV� OHYHOV� RI� WKH� VWDWH� WR� H[WUDFWFRQFHQWUDWHG�UHQWV�DQG�WR�SXUFKDVH�LQGLYLGXDOL]HG�SURYLVLRQ�E\�WKH�VWDWH�RI�XQGHU�SURYLGHGSXEOLF� JRRGV�� 7KH� DQDO\VLV� KDV� DOVR� GHPRQVWUDWHG� WKDW� WKH� SULYDWH� JDLQV� WR� FDSWXUH� DUHFOHDUO\� DVVRFLDWHG� ZLWK� VXEVWDQWLDO� VRFLDO� FRVWV� LQ� FDSWXUH� HFRQRPLHV� ERWK� LQ� WHUPV� RIRYHUDOO� HFRQRPLF� SHUIRUPDQFH� DQG� WKH� FDSDFLW\� RU� FRPPLWPHQW� RI� WKH� VWDWH� WR� SURYLGHFULWLFDO�SXEOLF�JRRGV�IRU�WKH�GHYHORSPHQW�RI�WKH�PDUNHW�HFRQRP\���
6WDWH�FDSWXUH�DQG� LQIOXHQFH�DUH� LQ�HYLGHQFH� LQ�DOO� WUDQVLWLRQ�HFRQRPLHV��DV� WKH\�DUH� LQ�DOOHFRQRPLHV�DFURVV�WKH�JOREH���+RZHYHU��WKH�DGYDQWDJHV�WR�WKH�ILUP�RI�VXFK�DFWLYLWLHV�FDQ�EHVKDUSO\�FRQWUDVWHG�LQ�GLIIHUHQW�FRQWH[WV��7KHUH�LV�D�JURXS�RI�WUDQVLWLRQ�HFRQRPLHV�LQ�ZKLFKWKH�LPSDFW�RI�VWDWH�FDSWXUH�E\�D�QDUURZ�JURXS�RI�ILUPV�LV�TXLWH�ZLGHO\�IHOW�E\�PDQ\�ILUPVWKURXJKRXW� WKH�HFRQRP\�� ,Q�FRQWUDVW�� WKHUH�DUH�RWKHU� WUDQVLWLRQ�HFRQRPLHV� LQ�ZKLFK�ILUPVPD\�VHHN�WR�LQIOXHQFH�WKH�VWDWH�WKURXJK�FDSWXUH��EXW�WKHUH�DUH�FRQVWUDLQWV�ZKLFK�SUHYHQW�WKHVWDWH� IURP� GLVWRUWLQJ� WKH� OHJDO� DQG� UHJXODWRU\� IUDPHZRUN� WR� WKH� DGYDQWDJH� RI� D� IHZSRZHUIXO�ILUPV��7KH�G\QDPLFV�RI�VWDWH�FDSWXUH�LQ�HDFK�JURXS�DUH�TXLWH�GLIIHUHQW�
,Q�WKH�FDSWXUH�HFRQRP\��FDSWXUH�WHQGV�WR�EH�D�VWUDWHJ\�RI�LQQRYDWLYH�GH QRYR�ILUPV�WU\LQJ�WRFRPSHWH� LQ� D�PDUNHW� GRPLQDWHG� E\� LQIOXHQWLDO� LQFXPEHQW� ILUPV�ZLWK� FORVH� KLVWRULFDO� DQGIRUPDO�WLHV�WR�WKH�VWDWH�DQG�VXEVWDQWLDO�DGYDQWDJHV�LQ�WHUPV�RI�PDUNHW�VKDUH��$V�WKH�VWDWH�LQVXFK�DQ�HQYLURQPHQW� WHQGV� WR�XQGHU�SURYLGH�VXFK�FULWLFDO�SXEOLF�JRRGV� DV� WKH� VHFXULW\�RISURSHUW\� DQG� FRQWUDFW� ULJKWV�� WKH� PRVW� G\QDPLF� GH QRYR� ILUPV� VHHN� WR� SXUFKDVH� VXFKVHUYLFHV� RQ� DQ� LQGLYLGXDOL]HG� EDVLV� GLUHFWO\� IURP� SXEOLF� RIILFLDOV� DORQJ� ZLWK� RWKHUDGYDQWDJHV�WR�HQKDQFH�WKHLU�SHUIRUPDQFH��7KH\�ZRXOG�DSSHDU�WR�HQJDJH�LQ�FDSWXUH�QRW�DV�DVXEVWLWXWH� IRU� LQQRYDWLRQ� LQ� WKH� PDUNHWSODFH�� EXW� DV� D� FRPSOHPHQWDU\� VWUDWHJ\� WRFRPSHQVDWH�IRU�ZHDNQHVVHV�LQ�WKH�RYHUDOO�OHJDO�IUDPHZRUN�
7KH� DQDO\VLV� KDV� VKRZQ� WKDW� FDSWXUH� GRHV� JHQHUDWH� VXEVWDQWLDO� JDLQV� WR� WKH� ILUP� ERWK� LQWHUPV� RI� SHUIRUPDQFH� DQG� LPSURYHG� VHFXULW\� RI� SURSHUW\� ULJKWV�� EXW� RQO\� LQ� WKH� FDSWXUHHFRQRP\��,Q�VHWWLQJV�ZKHUH�WKH�VWDWH�IDFHV�JUHDWHU�FRQVWUDLQWV�LQ�LWV�FDSDFLW\�WR�GLVWRUW�WKHOHJDO� IUDPHZRUN� WR� DGYDQWDJH� D� QDUURZ� JURXS�RI� ILUPV� ±� LQ� WXUQ� DVVRFLDWHG�ZLWK� JUHDWHUSROLWLFDO� OLEHUDOL]DWLRQ� ��� WKH� IHZ� ILUPV� HQJDJLQJ� LQ� FDSWXUH� H[KLELW� ZHDNHU� ILUP
���7KLV�SDWWHUQ�RI�FRQFHQWUDWHG�JDLQV�WR�ILUPV�ZLWK�WKH�FDSDFLW\�WR�HQFRGH�WKHLU�DGYDQWDJHV�LQ�WKH�OHJDO�DQG�UHJXODWRU\�VWUXFWXUHDW�D�KLJK�VRFLDO�FRVW�LV�FRQVLVWHQW�ZLWK�WKH�DUJXPHQW�WKDW�WKH�PDLQ�SROLWLFDO�REVWDFOHV�WR�UHIRUP�LQ�WUDQVLWLRQ�HFRQRPLHV�KDYHEHHQ�WKH�HDUO\�ZLQQHUV�IURP�SDUWLDO�HFRQRPLF�UHIRUPV�DV�DUJXHG�LQ�+HOOPDQ��������



��

SHUIRUPDQFH�DQG�IHZHU�JDLQV�LQ�WHUPV�RI�WKH�SURWHFWLRQ�RI�SURSHUW\�ULJKWV��,Q�FRQWUDVW�ZLWKWKH�FDSWXUH�HFRQRP\��LQ�VXFK�VHWWLQJV�ILUP�OHYHO�FDSWXUH�DQG�PDUNHW�LQQRYDWLRQ�GR�DSSHDUWR�EH�VXEVWLWXWHV�
7KXV��LQ�WKH�FDSWXUH�HFRQRP\��PDQ\�G\QDPLF�QHZ�ILUPV�KDYH�VWURQJ�LQFHQWLYHV�WR�HQJDJHLQ� VWDWH� FDSWXUH� ZKLFK� IXUWKHU� ZHDNHQV� WKH� VWDWH¶V� FDSDFLW\� RU� FRPPLWPHQW� WR� HQKDQFHVHFXULW\�RI�SURSHUW\�DQG�FRQWUDFW�ULJKWV���7KLV��LQ�WXUQ��VWUHQJWKHQV�WKH�LQFHQWLYHV�IRU�RWKHUGH QRYR� ILUPV� WR� HQJDJH� LQ� VWDWH� FDSWXUH� FUHDWLQJ� D� YLFLRXV� FLUFOH� WKDW� FDQ� XQGHUPLQHJURZWK�DQG�VW\PLH�IXUWKHU�SURJUHVV��LQ�HFRQRPLF�UHIRUP��$�UHFRJQLWLRQ�RI�WKH�G\QDPLFV�RIWKH�FDSWXUH�HFRQRP\�VXJJHVWV�D�SROLWLFDO�HFRQRP\�IUDPHZRUN� IRU�XQGHUVWDQGLQJ� WKH�YHU\GLYHUJHQW�SDWKV�WKDW�DUH�QRZ�FOHDUO\�HYLGHQW�DPRQJ�WKH�WUDQVLWLRQ�FRXQWULHV�
7KH�QHHG�WR�VKLIW� WKH�IRFXV�RI�UHIRUP�WR�VWUDWHJLHV�IRU�DGGUHVVLQJ�WKH�ZD\�LQ�ZKLFK�ILUPVLQWHUDFW�ZLWK�WKH�VWDWH�LV�WKH�PDLQ�LPSOLFDWLRQ�RI�WKLV�SDSHU���7KRXJK�WKLV�LPSOLHV�GHHSHQLQJWKH� SURFHVV� RI� HFRQRPLF� DQG� SROLWLFDO� OLEHUDOL]DWLRQ� WKDW� ZDV� WKH� PDLQ� FKDOOHQJH� RI� WKHLQLWLDO�VWDJH�RI�WUDQVLWLRQ��LW�DOVR�OHDGV�WR�D�QHZ�IRFXV�RQ�PHDVXUHV�WR�FKDQQHO�WKH�VWUDWHJLHVRI ILUPV� DZD\� IURP� VWDWH� FDSWXUH� WR� PRUH� OHJLWLPDWH� IRUPV� RI� LQIOXHQFH� WKURXJK� DFRPELQDWLRQ� RI� VRFLHWDO� µYRLFH¶�� WUDQVSDUHQF\� UHIRUPV�� SROLWLFDO� DFFRXQWDELOLW\� DQGHFRQRPLF�FRPSHWLWLRQ����DV�VXJJHVWHG�E\�RXU�SUHOLPLQDU\�DQDO\VLV�RI�WKH�SRVLWLYH�LPSDFW�RIHQKDQFLQJ�FLYLO�OLEHUWLHV�RQFH�D�WKUHVKROG�RI�UHIRUP�KDV�EHHQ�UHDFKHG�
:KHUH�VWDWH�FDSWXUH�KDV�GLVWRUWHG�WKH�SURFHVV�RI�UHIRUP�WR�FUHDWH��RU�SUHVHUYH��PRQRSROLVWLFVWUXFWXUHV�VXSSRUWHG�E\�SRZHUIXO�SROLWLFDO�LQWHUHVWV��WKH�FKDOOHQJH�LV�SDUWLFXODUO\�GDXQWLQJ�6WUDWHJLHV�QHHG� WR�EH� IRUPXODWHG� FRPELQLQJ�D� JUDGXDO�GHPRQRSROL]DWLRQ�ZLWK� DQ� DFWLYLVWVWDQFH�RQ�FRPSHWLWLRQ�DQG�HQWU\�SROLF\��FRXSOHG�ZLWK�PRELOL]LQJ�VRFLHWDO�YRLFH�±�DQG�LQWHUDOLD�PDNLQJ� WUDQVSDUHQW� WKH� VRFLDO� FRVWV�RI� VWDWH� FDSWXUH� WR� WKH�SRSXODWLRQ�� WR�SUR�UHIRUPFRQVWLWXHQFLHV� DQG� 1*2V�� 6WUDWHJLHV� DLPHG� DW� PRELOL]LQJ� FROOHFWLYH� DFWLRQ� DQGHPSRZHULQJ�FRPSHWLWLYH�FRQVWLWXHQFLHV�VKRXOG�EH�JLYHQ�JUHDWHU�SURPLQHQFH�
:H� HQG� ZLWK� D� ZRUG� RI� FDXWLRQ�� � 7KLV� SDSHU� LV� DQ� LQLWLDO� HIIRUW� LQWR� WKH� HPSLULFDOLQYHVWLJDWLRQ�RI�VWDWH�FDSWXUH�DQG�RWKHU�IRUPV�RI�KLJK�OHYHO�FRUUXSWLRQ�LQ�WUDQVLWLRQ��)XWXUHUHVHDUFK� ZRXOG� QHHG� WR� DLP� WR� GHYHORS� IXOO\� D� FRQFHSWXDO� IUDPHZRUN� PRGHOLQJ� WKHLQWHUDFWLRQ�EHWZHHQ�ILUPV�DQG�SROLWLFLDQV�ZKHUH��DV�HPSKDVL]HG�LQ�WKLV�SDSHU��WKH�ILUP�GRHVSOD\� DQ� DFWLYH� µFDSWRU¶� UROH� �DV�ZHOO� DV� UHFRJQL]LQJ� WKH� DFWLYLVW� UROH� WKDW� VRPH�SUHGDWRU\SROLWLFLDQV�PD\�DOVR�SOD\��� �7KH� OLWHUDWXUH�RQ� UHJXODWRU\� FDSWXUH�� VXLWDEO\� LQWHJUDWHG�ZLWKWKH� UHFHQW� DQDO\WLFDO� ZRUN� LQ� WKH� ILHOG� RI� FRUUXSWLRQ�� RIIHUV� SDUWLFXODU� SURPLVH� LQ� WKLVFRQWH[W�
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�$SSHQGL[
,Q� WKLV� DSSHQGL[� ZH� SUHVHQW� VRPH� DGGLWLRQDO� GDWD� DQG� LQIRUPDWLRQ�� � 7DEOH� $�� SUHVHQWVWDEXODWLRQV�RI�WKH�%((36�VDPSOH�E\�FRXQWU\�DQG�DFFRUGLQJ�WR�WKH�VL]H��RULJLQ�DQG�ZKHWKHURU QRW�WKH�ILUP�KDV�DQ\�IRUHLJQ�GLUHFW�LQYHVWPHQW�

7DEOH�$���7KH�VDPSOH�FRPSRVLWLRQ�RI�WKH�%((36
2ULJLQ 6L]H&RXQWU\ 7RWDOILUPV
 'H1RYR 3ULYDWL]HG 6WDWH

)',��
6PDOO 0HGLXP /DUJH

$OEDQLD ��� �� �� �� �� ��� �� �$UPHQLD ��� �� �� �� � �� �� �$]HUEDLMDQ ��� �� �� �� �� �� �� �%HODUXV ��� �� �� �� �� �� �� ��%XOJDULD ��� �� �� �� �� �� �� ��&URDWLD ��� �� �� �� �� �� �� ��&]HFK�5HSXEOLF ��� ��� �� �� �� �� �� ��(VWRQLD ��� �� �� �� �� �� �� ��*HRUJLD ��� �� �� �� �� �� �� �+XQJDU\ ��� �� �� �� �� �� �� ��.D]DNKVWDQ ��� �� �� �� �� �� �� ��.\UJ\]VWDQ ��� �� �� �� �� �� �� �/DWYLD ��� �� �� �� �� �� �� ��/LWKXDQLD ��� �� �� � � �� �� �0ROGRYD ��� �� �� �� �� �� �� ��3RODQG ��� ��� �� �� �� ��� ��� ��5RPDQLD ��� �� �� �� �� �� �� ��5XVVLD ��� ��� ��� �� �� ��� ��� ��6ORYDN�5HSXEOLF ��� �� �� �� �� �� �� ��6ORYHQLD ��� �� �� �� �� �� �� ��8NUDLQH ��� ��� �� �� �� ��� ��� ��8]EHNLVWDQ ��� �� �� �� �� �� �� ��

'XH�WR�RFFDVLRQDO�PLVVLQJ�UHVSRQVHV�WKH�VXP�RI�DOO�ILUPV�LQ�HDFK�VXEFDWHJRU\�LV�VRPHWLPHV�OHVVWKDQ�WKH�WRWDO�QXPEHU�RI�ILUPV�LQ�HDFK�FRXQWU\�

7DEOH� $�� FRQWDLQV� D� VXPPDU\� RI� DOO� WKH� YDULDEOHV� XVHG� LQ� WKH� PLFUR�OHYHO� UHJUHVVLRQV�LQFOXGLQJ� WKH�VXUYH\�GHILQLWLRQ�IURP�WKH�%((36�� WKH� WDEOHV� LQ�ZKLFK� WKH�YDULDEOH� LV�XVHGDQG�VXPPDU\�PHDVXUHV�RI�PD[LPXP��PLQLPXP��PHDQ��VWDQGDUG�GHYLDWLRQ�DQG�QXPEHU�RIREVHUYDWLRQV�� �:H� ILUVW� OLVW� WKH� GHSHQGHQW� YDULDEOHV�� WKHQ� WKH� LQGHSHQGHQW� YDULDEOHV� DQGILQDOO\�LQVWUXPHQWDO�YDULDEOHV�

���)RU�DQ�HPSLULFDO�DQDO\VLV�RI�WKH�OLQN�EHWZHHQ�)',��FRUUXSWLRQ�DQG�LQIOXHQFH�VHH�+HOOPDQ��-RQHV�DQG.DXIPDQQ��������



��

7DEOH $���'HILQLWLRQV�DQG�VXPPDU\�VWDWLVWLFV�IRU�WKH�YDULDEOHV�XVHG�LQ�WKH�HFRQRPHWULF�DQDO\VHV
9DULDEOH 1 6XE�&DWHJRU\ 7DEOH1XPEHU 9DULDEOH�GHILQLWLRQ��TXHVWLRQ�LQ�WKH�%((36�VXUYH\� 0LQ PD[ PHDQ 6WDQGDUG'HYLDWLRQ 1XPEHU�RI2EVHUYDWLRQV
'HSHQGHQW�YDULDEOHV
6DOHV��SUHYLRXV��\HDUV� � ������ %\�ZKDW�SHUFHQWDJH�KDYH�\RXU�FRPSDQ\¶V�VDOHV�FKDQJHG�LQ�UHDOWHUPV�RYHU�WKH�SUHYLRXV���\HDUV" ��� ��� ���� ���� ����
6DOHV��QH[W��\HDUV� � ������ %\� ZKDW� SHUFHQWDJH� GR� \RX� H[SHFW� \RXU� FRPSDQ\¶V� VDOHV� WRFKDQJH�LQ�UHDO�WHUPV�RYHU�WKH�QH[W���\HDUV" ��� ��� ���� ���� ����
,QYHVWPHQW�SUHYLRXV���\HDUV� � ������ %\�ZKDW�SHUFHQWDJH�KDV�\RXU�FRPSDQ\¶V�LQYHVWPHQW�FKDQJHG�LQUHDO�WHUPV�RYHU�WKH�SUHYLRXV���\HDUV" ���� ��� ���� ���� ����
,QYHVWPHQW��QH[W� \HDUV� � ������ %\�ZKDW�SHUFHQWDJH�GR�\RX�H[SHFW�\RXU�FRPSDQ\¶V�LQYHVWPHQWWR�FKDQJH�LQ�UHDO�WHUPV�RYHU�WKH�QH[W���\HDUV" ���� ��� ���� ���� ����
&KDQJH�LQ�WKHVHFXULW\�RISURSHUW\�DQGFRQWUDFW�ULJKWV

� �� +RZ� KDV� WKH� VHFXULW\� RI� SURSHUW\� DQG� FRQWUDFW� ULJKWV� FKDQJHGRYHU�WKH�SUHYLRXV�WKUHH�\HDUV"���ZRUVHQHG����QR�FKDQJH����LPSURYHG�
�� � ���� ���� ����

$GPLQLVWUDWLYHFRUUXSWLRQ � � :KDW�SHUFHQW�RI�UHYHQXHV�GR�ILUPV�OLNH�\RXUV�W\SLFDOO\�SD\�SHUDQQXP�LQ�XQRIILFLDO�SD\PHQWV�WR�SXEOLF�RIILFLDOV"������������������������������
� ���� ���� ���� ����

,QIOXHQFH � � :KHQ�D� QHZ� ODZ�� UXOH� UHJXODWLRQ� RI�GHFUHH� LV� EHLQJ� GLVFXVVHGWKDW� FRXOG� KDYH� D� VXEVWDQWLDO� LPSDFW� RQ� \RXU� EXVLQHVV�� KRZPXFK� LQIOXHQFH� GRHV� \RXU� ILUP� W\SLFDOO\� KDYH� ZLWK� WKHH[HFXWLYH�� OHJLVODWLYH�� PLQLVWU\� DQG� UHJXODWRU\� EUDQFKHV� RIJRYHUQPHQW� WR� WU\� WR� LQIOXHQFH� WKH� FRQWHQW� RI� WKDW� ODZ�� UXOHUHJXODWLRQ�RU�GHFUHH"(DFK� ZDV� UDQNHG� RQ� D� VFDOH� �� QHYHU� LQIOXHQWLDO�� �� VHOGRPLQIOXHQWLDO�� �� LQIOXHQWLDO�� �� IUHTXHQWO\� LQIOXHQWLDO�� �� YHU\LQIOXHQWLDO��DQG�WKH�PHDQ�DFURVV�WKH�IRXU�GLPHQVLRQV�XVHG�

� � ��� ��� ����

6WDWH�FDSWXUH � � +RZ�RIWHQ� GR� ILUPV� OLNH� \RXUV� QRZDGD\V� QHHG� WR�PDNH� H[WUD�XQRIILFLDO�SD\PHQWV� WR�SXEOLF�RIILFLDOV� WR� LQIOXHQFH� WKH�FRQWHQWRI�QHZ�ODZV��GHFUHHV�DQG�UHJXODWLRQV"� QHYHU�� �� VHOGRP�� �� VRPHWLPHV�� �� IUHTXHQWO\�� �� PRVWO\�� �DOZD\V�

� � ��� ��� ����

,QGHSHQGHQW�YDULDEOHV6HFWRU � 0LQLQJ ������ 1R�VXEFDWHJRULHV� � � ���� ���� ������ 6HUYLFHV ������ )LUPV� GHVFULELQJ� WKHPVHOYHV� DV� WUDGLQJ�ZKROHVDOH�� UHWDLO�WUDQVSRUW��ILQDQFLDO�VHUYLFHV��SHUVRQDO�VHUYLFHV��EXVLQHVV�VHUYLFHV � � ���� ���� ����
�� 0DQXIDFWXULQJ ������ )LUPV� GHVFULELQJ� WKHPVHOYHV� DV� IDUPLQJ�ILVKLQJ�IRUHVWU\�PDQXIDFWXUH�UHSDLU��EXLOGLQJ�FRQVWUXFWLRQ��SRZHU�JHQHUDWLRQ� � � ���� ���� ����

6L]H �� 6PDOO ����������� )LUPV�ZLWK�OHVV�WKDQ����IXOO�WLPH�HPSOR\HHV� � � ���� ���� ������ 0HGLXP ����������� )LUPV�ZLWK�EHWZHHQ����DQG�����IXOO�WLPH�HPSOR\HHV� � � ���� ���� ������ /DUJH ����������� )LUPV�ZLWK�PRUH�WKDQ�����IXOO�WLPH�HPSOR\HHV� � � ���� ���� ����2ULJLQ �� 'H�1RYR ����������� )LUPV�ZLWK�QR�VWDWH�RZQHG�SUHGHFHVVRU� � � ���� ���� ����



��

�� 3ULYDWL]HG ����������� )RUPHUO\�VWDWH�RZQHG�ILUPV� � � ���� ���� ������ 6WDWH�RZQHG ����������� )LUPV�LQ�ZKLFK�WKH�VWDWH�UHPDLQV�WKH�PDMRULW\�RZQHU� � � ���� ���� ����)', �� ������ )LUPV�LQ�ZKLFK�VRPH�IRUHLJQ�FRPSDQ\�KDV�D�ILQDQFLDO�VWDNH� � � ���� ���� ����0DUNHW�SRZHU �� �������� ,I��\RX�ZHUH�WR�UDLVH�\RXU�SULFHV�RI�\RXU�PDLQ�SURGXFW�OLQH����DERYH� WKHLU� FXUUHQW� OHYHO� �DIWHU� DOORZLQJ� IRU� DQ\� LQIODWLRQ� DQGDVVXPLQJ�WKDW�\RXU�FRPSHWLWRUV�PDLQWDLQHG�WKHLU�FXUUHQW�SULFHV��ZKLFK�RI�WKH�IROORZLQJ�ZRXOG�EHVW�GHVFULEH�WKH�UHVXOW"��0DQ\�RIRXU�FXVWRPHUV�ZRXOG�EX\�IURP�RXU�FRPSHWLWRUV�LQVWHDG������2XUFXVWRPHUV�ZRXOG� FRQWLQXH� WR� EX\� IURP� XV�� EXW� DW�PXFK� ORZHUTXDQWLWLHV������&XVWRPHUV�ZRXOG�FRQWLQXH�WR�EX\�IURP�XV��EXW�DWVOLJKWO\�ORZHU�TXDQWLWLHV������&XVWRPHUV�ZRXOG�FRQWLQXH�WR�EX\IURP�XV�LQ�WKH�VDPH�TXDQWLWLHV�DV�QRZ�����

� � ��� ��� ����

%XUHDXFUDWLFUHFRXUVH �� � +RZ� RIWHQ� LV� WKH� IROORZLQJ� VWDWHPHQW� WUXH"� � ,I� D� JRYHUQPHQWDJHQW�DFWV�DJDLQVW� WKH�UXOHV�,�FDQ�XVXDOO\�JR� WR�DQRWKHU�RIILFLDORU�WR�KLV�VXSHULRU�DQG�JHW�WKH�FRUUHFW�WUHDWPHQW�ZLWKRXW�UHFRXUVHWR�XQRIILFLDO�SD\PHQWV��1HYHU������6HOGRP������6RPHWLPHV������)UHTXHQWO\������0RVWO\�����$OZD\V�����

� � ��� ��� ����

,QVHFXULW\�RISURSHUW\�DQGFRQWUDFW�ULJKWV
�� ���� 7R�ZKDW�GHJUHH�ZRXOG�\RX�DJUHH�ZLWK�WKLV�VWDWHPHQW�WKUHH�\HDUVDJR"� � ,� DP� FRQILGHQW� WKDW� WKH� OHJDO� V\VWHP� ZLOO� XSKROG� P\FRQWUDFW�DQG�SURSHUW\�ULJKWV�LQ�EXVLQHVV�GLVSXWHV)XOO\�DJUHH�����$JUHH�LQ�PRVW�FDVHV�����7HQG�WR�DJUHH�����7HQGWR�GLVDJUHH�����'LVDJUHH�LQ�PRVW�FDVHV�����6WURQJO\�GLVDJUHH����

� � ��� ��� ����

,QQRYDWLRQ �� �������� +DV�\RXU�ILUP�VXFFHVVIXOO\�GHYHORSHG�D�QHZ�SURGXFW�OLQH" � � ���� ���� ����&DSWRU�)LUP �� ��������� 6HH�����)LUPV�UHVSRQGLQJ�VRPHWLPHV�RU�PRUH�IUHTXHQWO\� � � ���� ���� ����,QIOXHQWLDO�)LUP �� ��������� 6HH�����)LUPV�VFRULQJ������RU�PRUH� � � ���� ���� ����$GPLQLVWUDWLYH&RUUXSWLRQ �� ������ 6HH��� � ���� ���� ���� ����
&DSWXUH�(FRQRP\ �� ��������� &RXQWU\� OHYHO� PHDVXUH� RI� WKH� H[WHQW� RI� VWDWH� FDSWXUH� DVSUHVHQWHG�LQ�WDEOH��� ���� ���� ���� ���� ����
,QVWUXPHQWDO�YDULDEOHV,QVHFXULW\�RISURSHUW\�DQGFRQWUDFW�ULJKWV

�� � 6HH���� � � ��� ��� ����

)RXQGDWLRQ�GDWH �� � ,Q�ZKDW�\HDU�ZDV�\RX�ILUP�IRXQGHG" ���� ���� ���� ���� ����
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7DEOH�$��EHORZ�SURYLGHV�D�PHDVXUH�RI�WKH�FRQFHQWUDWLRQ�RI�VWDWH�FDSWXUH�DV�UHIHUUHG�WR�LQ�IRRWQRWH����:H�SUHVHQW�WKLV�PHDVXUH�RQO\�LQ�WKH�FDSWXUH�HFRQRPLHV��ZKHUH�LW�KDV�SDUWLFXODU�UHOHYDQFH����7KH�YDULDEOHLV�FRQVWUXFWHG�DV�WKH�UDWLR�RI�WKH�H[WHQW�RI�VWDWH�FDSWXUH��WDEOH���LQ�WKH�PDLQ�WH[W��DQG�WKH�SURSRUWLRQ�RIFDSWXULQJ�ILUPV��WDEOH����DQG�PHDVXUHV�WKH�GHJUHH�WR�ZKLFK�WKH�LPSDFW�RI�VWDWH�FDSWXUH�LV�DWWULEXWDEOH�WR�DVPDOO� QXPEHU� RI� ILUPV�� L�H�� D� KLJK� GHJUHH� RI� FRQFHQWUDWLRQ� LI� FDSWRUV� H[HUFLVLQJ� VLJQLILFDQW� LPSDFW�/DUJHU�QXPEHUV�LQGLFDWH�WKDW�VWDWH�FDSWXUH�LV�FRQILQHG�WR�D�VPDOOHU�SURSRUWLRQ�RI�ILUPV���)XUWKHU�UHVHDUFKZLOO�LQYHVWLJDWH�WKLV�YDULDEOH�

7DEOH�$���7KH�FRQFHQWUDWLRQ�RI�VWDWH�FDSWXUH

&RXQWU\ &RQFHQWUDWLRQ�RIFDSWXUH
$]HUEDLMDQ ����
%XOJDULD ����
&URDWLD ����
*HRUJLD ����
.\UJ\]VWDQ ����
/DWYLD ����
0ROGRYD ����
5RPDQLD ����
5XVVLD ����
6ORYDN�5HSXEOLF ����
8NUDLQH ����
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5HIHUHQFHV�DQG�%LEOLRJUDSK\
$GHV��$OEHUWR��DQG�5DIDHO�'L�7HOOD�������� 7KH�&DXVHV�DQG�&RQVHTXHQFHV�RI�&RUUXSWLRQ��$�5HYLHZ�RI5HFHQW�(PSLULFDO�&RQWULEXWLRQV� ,'6�%XOOHWLQ��������
$VOXQG��$QGHUV���������:K\�5XVVLD¶V�(FRQRPLF�7UDQVIRUPDWLRQ�%HHQ�6R�$UGXRXV"�$QQXDO�:RUOG�%DQN&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV�3DSHU��3DULV��)UDQFH�
%DUGKDQ�� 3UDQDE�� ������ � &RUUXSWLRQ� DQG� 'HYHORSPHQW� $ 5HYLHZ� RI� ,VVXHV� -RXUQDO� RI� (FRQRPLF/LWHUDWXUH�������������
%DUGKDQ��3UDQDE�DQG�'LOLS�0XNKHUMHH��������&DSWXUH DQG�*RYHUQDQFH�DW�/RFDO�DQG�1DWLRQDO�/HYHOV�3URFHVVHG��%HUNHOH\�DQG�%RVWRQ�8QLY�
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