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0LFURFUHGLW�� H[WHQGLQJ� VPDOO� ORDQV� IRU� LQFRPH� JHQHUDWLQJ� DFWLYLWLHV� WR� WKH� SRRU� LQ�

SUHGRPLQDQWO\� GHYHORSLQJ� FRXQWULHV�� KDV� EHFRPH� RQH� RI� WKH� PRVW� WDONHG�DERXW�

GHYHORSPHQWDO� WRROV� WR� DSSHDU� LQ� WKH� ODVW� IHZ� \HDUV�� 'HVSLWH� WKH� VLJQLILFDQW� LQWHUHVW� DQG�

ILQDQFLDO� VXSSRUW�PLFURFUHGLW� KDV� UHFHLYHG�� DQG� ORDQ� UHFLSLHQWV� ZKR�PDNH� DW� OHDVW� SDUW� RI�

WKHLU� OLYLQJ� E\� H[SORLWLQJ� WKHLU� ORFDO� FRPPRQ� SRRO� UHVRXUFHV� �&35V��� YHU\� OLWWOH� KDV� EHHQ�

ZULWWHQ�H[SORULQJ�PLFURFUHGLW·V�HIIHFWV�RQ�WKHVH�UHVRXUFHV���

,Q�WKLV�SDSHU�ZH�H[SORUH�KRZ�WKUHH�FRPPRQ�FKDUDFWHULVWLFV�RI�PLFURFUHGLW�SURJUDPV�

DIIHFW� WKH� VXVWDLQDEOH� XVH� RI� &35V� E\� FUHDWLQJ� SK\VLFDO�� KXPDQ� DQG� VRFLDO� FDSLWDO�� � )LUVW��

PLFURFUHGLW�H[WHQGV�FUHGLW�WR�WKH�YHU\�SRRU�WR�SURPRWH�PLFURHQWHUSULVH�DFWLYLW\��ZKLFK�PD\�

LQFUHDVH� SURGXFWLRQ� DQG� FRQVXPSWLRQ� DFWLYLWLHV� DQG� LQ� WXUQ� PD\� FKDQJH� WKH� GHPDQG� IRU�

FRPPRQ� SRRO� UHVRXUFHV� DQG� WKH� WHFKQRORJ\� IRU� WKHLU� XVH�� � 6HFRQG��PLFURFUHGLW� SURJUDPV�

RIWHQ� IRFXV� RQ� ZRPHQ�� ZKR� DUH� WKH� SULPDU\� XVHUV� RI� FRPPRQ� SRRO� UHVRXUFHV� LQ� PDQ\�

GHYHORSLQJ�FRXQWULHV���

)LQDOO\�� PLFURFUHGLW� RIWHQ� HPSOR\V� JURXS�PHHWLQJV� DQG� JURXS� OHQGLQJ� WHFKQLTXHV��

EXLOGLQJ�KXPDQ�FDSLWDO�DQG�VWUHQJWKHQLQJ� WKH�VRFLDO�FDSLWDO�RI� WKH�FRPPXQLW\�� �7KLV�VRFLDO�

FDSLWDO��LQ�WXUQ��FDQ�ORZHU�WKH�FRVWV�RI�FROOHFWLYH�DFWLRQ�LQ�PDQDJLQJ�ORFDO�&35V��,I��DV�(OLQRU�

2VWURP� SURSRVHV�� WKH� GLIIHUHQFH� EHWZHHQ� WKRVH� ZKR� KDYH� ´EURNHQ� WKH� VKDFNOHV� RI� D�

FRPPRQV� GLOHPPD� DQG� WKRVH�ZKR� KDYH� QRWµ� LV� DQ� LQWHUQDO� GLIIHUHQFH�� DQG�� DV� VKH� DUJXHV��

IDLOXUH� PD\� EH� GXH� WR� WKH� IDFW� WKDW� ´SDUWLFLSDQWV� PD\� VLPSO\� KDYH� QR� FDSDFLW\� WR�

FRPPXQLFDWH�ZLWK�RQH�DQRWKHU��QR�ZD\�WR�GHYHORS�WUXVW��DQG�QR�VHQVH�WKDW�WKH\�PXVW�VKDUH�D�

FRPPRQ�IXWXUH�µ��WKHQ�ILQGLQJ�ZD\V�WR�VWUHQJWKHQ�WKH�VRFLDO�FDSLWDO�RI�D�FRPPXQLW\�PD\�EH�

RQH�NH\�WR�VROYLQJ�WKH�FRPSOH[LW\�RI�WKH�FRPPRQV��

,Q�WKLV�SDSHU�RXU�SULPDU\�JRDO�LV�WR�GHYHORS�WKH�WKHRUHWLFDO�OLQNV�EHWZHHQ�PLFURFUHGLW�

DQG� &35V�� � 2XU� IRFXV� LV� UXUDO� PLFURFUHGLW� DQG� WKH� DVVRFLDWHG� FRPPRQ� SRRO� UHVRXUFHV��
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LUULJDWLRQ�� RWKHU� ZDWHU� VRXUFHV�� ILVKLQJ� SRROV�� JUD]LQJ� ODQGV� DQG� IRUHVWV��:H� EHJLQ� ZLWK� D�

VKRUW�EDFNJURXQG�RQ�PLFURFUHGLW�DQG�VRPH�RI�WKH�FRQVFLRXV�RUJDQL]DWLRQDO�ZD\V�LQ�ZKLFK�LW�

LV� EHLQJ� OLQNHG� WR� HQYLURQPHQWDO� UHVRXUFH� JRDOV�� :H� WKHQ� GHVFULEH� WKH� LPSOLFDWLRQV� RI�

PLFURFUHGLW� IRU� FRPPRQ� SRRO� UHVRXUFHV�� EHJLQQLQJ� ZLWK� WKH� SK\VLFDO� DQG� KXPDQ� FDSLWDO�

HIIHFWV�RI�PLFURFUHGLW·V�XQLTXH�SURJUDP�FKDUDFWHULVWLFV��0RVW�RI�RXU�DWWHQWLRQ�DQG�HPSLULFDO�

VXSSRUW�� KRZHYHU�� LV� GHYRWHG� WR� WKH� PRUH� QHJOHFWHG� VRFLDO� FDSLWDO� HIIHFW�� � :H� RIIHU� DQ�

DQDO\VLV�RI�VRPH�OLPLWHG�EURDG�EDVHG�GDWD�WDNHQ�DW�WKH������0LFURFUHGLW�6XPPLW�DQG�VXSSRUW�

WKLV�ZLWK�D�FDVH�VWXG\�RI�GHIRUHVWDWLRQ�LQ�9LHWQDP��

�

�
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0LFURFUHGLW� LV� H[WHQGHG�E\�PLFURILQDQFH�RUJDQL]DWLRQV� �0)2V�� WKDW�PD\�DOVR�RIIHU�

VDYLQJV�� LQVXUDQFH��RU�RWKHU� ILQDQFLDO� VHUYLFHV�� �'HVSLWH�D� ORQJ� LQIRUPDO�KLVWRU\� WKURXJKRXW�

PXFK� RI� WKH� GHYHORSLQJ� ZRUOG�� PLFURFUHGLW� ZDV� RQO\� SRSXODUL]HG� UHFHQWO\� LQ� WKH�

GHYHORSPHQW�FRPPXQLW\�E\�WKH�ZRUN�RI�WKH�*UDPHHQ�%DQN�LQ�%DQJODGHVK����

:KHQ�DVNHG�ZK\�KH� VWDUWHG� WKH�*UDPHHQ�%DQN� LQ�%DQJODGHVK��0RKDPPDG�<XQXV�

XVXDOO\�WHOOV�WKH�VDPH�VWRU\���+H�ZDV�WHDFKLQJ�HFRQRPLFV�DW�WKH�8QLYHUVLW\�RI�&KLWWDJRQJ�LQ�

%DQJODGHVK�LQ�WKH�����V�DQG�ZDV�IUXVWUDWHG�E\�HFRQRPLF�WKHRU\·V�OLPLWHG�DELOLW\�WR�H[SODLQ��

DQG�WKHUHIRUH�KHOS��WKH�SRRU�RI�%DQJODGHVK��$V�DQ�DFDGHPLF��KH�VD\V��RQH�WHQGV�´WR�VHH�WKH�

ZRUOG�ZLWK�D�ELUG·V�H\H�YLHZ�µ� �,Q�WKH�YLOODJHV�KH�WULHG�WR�JDLQ�ZKDW�KH�FDOOV�´D�ZRUP·V�H\H�

YLHZ�µ�RQH� WKDW� VKRZHG�SUREOHPV� WKDW�ZHUH� LPPHGLDWH� DQG� UHDO�� �+LV� FDWKDUWLF� H[SHULHQFH�

FDPH�ZKHQ�KH�PHW�D�ZRPDQ�LQ�WKH�YLOODJH�RI�-REUD�ZKR�VSHQW�KHU�GD\�ZHDYLQJ�VWRROV��\HW�

PDGH�EDUHO\� HQRXJK�PRQH\� WR� IHHG�KHUVHOI��+H�UHDOL]HG� WKDW� WKH� UHDVRQ�VKH�ZDV�XQDEOH� WR�

PDNH�D�UHDVRQDEOH�SURILW�ZDV�EHFDXVH�VKH�KDG�WR�VHOO�KHU�VWRROV�WR�D�WUDGHU�ZKR�RQO\�SDLG�KHU�

HQRXJK�WR�FRYHU�WKH�FRVW�RI�UDZ�PDWHULDOV�IRU�WKH�QH[W�GD\��+H�ZULWHV��

7KH� FRVW� RI� WKH� EDPERR�ZDV� ILYH� WDND�� � 6KH� GLGQ·W� KDYH� WKDW� FDVK�� �+HU� OLIH�ZDV�
PLVHUDEOH�EHFDXVH�VKH�FRXOG�OLYH�RQO\�LQ�WKDW�F\FOH��ERUURZLQJ�IURP�WKH�WUDGHU�DQG�
VHOOLQJ�WR�KLP���6KH�FRXOGQ·W�JHW�RXW�RI�WKDW�FLUFOH���,W·V�VXFK�D�VLPSOH�LVVXH���$OO�\RX�
FDQ�GR�LV�OHQG�KHU�ILYH�WDND�DQG�LW·V�VROYHG���
�
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<XQXV�WDOOLHG�WKH�DPRXQW�RI�PRQH\�WKH�YLOODJHUV�IHOW�WKH\�QHHGHG�WR�JHW�DKHDG���7KH�

WRWDO� ZDV� DURXQG� 86���� IRU� ��� SHRSOH�� � <XQXV� OHQW� WKHP� WKLV� PRQH\�� DQG� WKHQ� EHJDQ�

ERUURZLQJ� IURP� WKH� JRYHUQPHQW� DQG� PDNLQJ� PLFUR�ORDQV� GLVWULFW�ZLGH�� � ,Q� ����� KH� ZDV�

JLYHQ�SHUPLVVLRQ�E\�WKH�JRYHUQPHQW�WR�FUHDWH�WKH�*UDPHHQ�%DQN��*%����ZKLFK�WRGD\�VHUYHV�

RYHU���PLOOLRQ�ERUURZHUV�DQG�LV�WKH�ODUJHVW�0)2�ZLWK�UHSOLFDWLRQV�ZRUOGZLGH��

7KH�JRDO�RI�WKH�*%�IURP�WKH�EHJLQQLQJ�ZDV�WR�WDUJHW�WKH�SRRUHVW�RI�WKH�SRRU�ZKR�

ZRUNHG� LQ�WKH� LQIRUPDO�VHFWRU�RI�WKH�HFRQRP\��´«WKH�KDZNHUV�DQG�YHQGHUV�VHHQ�SHGGOLQJ�

WKHLU�ZDUHV�RQ�VWUHHW�FRUQHUV��WKH�IDUPHUV�DQG�KXFNVWHUV�ZKR�VHOO�ORFDOO\�JURZQ�IRRGVWXIIV�LQ�

UHPRWH� YLOODJHV� DQG� WRZQV�� DQG� WKH� HQWUHSUHQHXUV� ZKR� UHF\FOH� XVHG� EHGVSULQJV�� PDNH�

EURRPV��VHZ�FORWKLQJ�LQ�WKHLU�KRPHV�RU�LQ�OLWWOH�VKRSV�ORFDWHG�LQ�DOOH\ZD\V�DQG�VKDQW\WRZQV���

+LVWRULFDOO\��ZRUNHUV�LQ�WKH�LQIRUPDO�VHFWRU�KDYH�EHHQ�H[FOXGHG�IURP�IRUPDO�EDQNLQJ�GXH�WR�

VHYHUDO� SRVVLEOH� IDFWRUV��7R�EHJLQ�ZLWK�� WKHVH�ZRUNHUV� DUH� RYHUZKHOPLQJO\� IHPDOH� DQG� WKH�

EDQNLQJ� V\VWHP� LV�RYHUZKHOPLQJO\�PDOH�� �6HFRQG�� WKH\� ODFNHG� WKH� OLWHUDF\�DQG�FRQQHFWLRQV�

QHFHVVDU\� WR� JHW� ORDQV�� �3DSHUZRUN�ZDV�RIWHQ� OHQJWK\� DQG� UHTXLUHG� WKH� DELOLW\� WR� UHDG� DQG�

ZULWH�� �7KLUG��PDNLQJ�VXFK� WLQ\� ORDQV�ZDV�VHHQ�DV�ILQDQFLDOO\�XQVXVWDLQDEOH�GXH�WR�WKH�KLJK�

WUDQVDFWLRQ� FRVWV� WKH� EDQN� IDFHG�� � ,Q� RUGHU� WR�PHHW� FRVWV��PDQ\� EDQNHUV� EHOLHYHG� LQWHUHVW�

UDWHV� ZRXOG� KDYH� WR� EH� SURKLELWLYHO\� KLJK�� � )LQDOO\�� ZRUNHUV� LQ� WKH� LQIRUPDO� VHFWRU� ZHUH�

SHUFHLYHG�DV�FUHGLW�ULVNV�EHFDXVH�WKH\�ODFNHG�SK\VLFDO�FROODWHUDO��

��,QIRUPDWLRQ�DV\PPHWULHV�EHWZHHQ�ERUURZHU�DQG�OHQGHU�SODJXH�PRVW�FUHGLW�PDUNHWV��

DQG�DULVH�IURP�WKH�OHQGHUV�LQDELOLW\�WR�NQRZ�WKH�WUXH�FUHGLW�ZRUWKLQHVV�RI�WKH�ERUURZHU���,Q�

DGGLWLRQ��SUREOHPV�RI�PRUDO�KD]DUG�DULVH��ZKHUHE\�OHQGHUV�DVVXPH�ULVNLHU�EHKDYLRU�RQH�WKH\�

KDYH� WKH� ORDQ�� 7KHVH� SDUWLFXODU� WUDGLWLRQDO� SUREOHPV� LQ� UXUDO� FUHGLW� GHOLYHU\� FDQ� EH�

VXPPDUL]HG�DV�ORZ�SRWHQWLDO�SURILWDELOLW\�DQG�LPSHUIHFW�LQIRUPDWLRQ����

'HVSLWH� WKHVH� SUREOHPV�� <XQXV� IRXQG� WKDW� ZRUNHUV� LQ� WKH� LQIRUPDO� VHFWRU� ZHUH�

LQGHHG�FUHGLW�ZRUWK\��7R�H[SDQG�WKH�EDVH�RI�ERUURZHUV�WKH�EDQN·V�EXVLQHVV�ZDV�FRQGXFWHG�

RSHQO\� LQ� WKH� YLOODJHV� XWLOL]LQJ� VLPSOH� SURFHGXUHV� WKDW� GLG� QRW� UHTXLUH� OLWHUDF\� DQG� FRXOG�

WKHUHIRUH�LQFOXGH�WKH�SRRUHVW�DQG�ZRPHQ���7R�HQFRXUDJH�SD\EDFN��SD\PHQWV�ZHUH�IUHTXHQW�

������������������������������������������������������
��,ELG���S������
��8�6��+RXVH�RI�5HSUHVHQWDWLYHV���S����
��3UREOHPV�LQ�UXUDO�FUHGLW�GHOLYHU\�DUH�GLVFXVVHG�LQ�)$2�*7=��������:RUOG�%DQN��������������DQG�$GDPV�	�
9RJHO����������)RU�D�PRUH�FRPSOHWH�GLVFXVVLRQ�RI�LPSHUIHFW�LQIRUPDWLRQ�VHH�6WLJOLW]�DQG�:HHLVV���������6WLJOLW]�
��������%HVOH\�DQG�&RDWH��������DQG�&RQQLQJ�������³DOO�FLWHG�LQ�%DVWHODHU���������
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DQG� VPDOO�� DQG� ERUURZHUV� IRUPHG� SHHU� JURXSV� WKDW� JDYH� VXSSRUW� DQG� H[HUWHG� UHSD\PHQW�

SUHVVXUH���

*URXSV� ORZHU� WUDQVDFWLRQ� FRVWV� IRU� ERWK� ERUURZHUV� DQG� OHQGHUV��� � %RUURZHUV� DUH�

VSDUHG�IUHTXHQW� WLPH�FRQVXPLQJ� WULSV� WR� WKH�EDQN�DQG� WKH� LQWHUHVW� UDWHV��ZKLOH�KLJKHU�WKDQ�

WKH� UDWHV� IRU�PRUH� IRUPDO� EDQN� ORDQV�� DUH� VWLOO� ORZHU� WKDQ�PRQH\OHQGHUV�� � )RU� WKH� EDQNV��

KDYLQJ�JURXS�OHDGHUV�FROOHFW�WKH�ZHHNO\�SD\PHQW�IURP�WKH�ZKROH�JURXS�DQG�GHOLYHU�LW�WR�WKH�

EDQN�UHGXFHV�WKH�DPRXQW�RI�WUDQVDFWLRQV�E\�D�ILIWK�RU�PRUH��GHSHQGLQJ�RQ�WKH�JURXS�VL]H���

$Q�LQGLYLGXDO�VHOI�VHOHFW� LQWR� OHQGLQJ�JURXSV��ZKLFK�SURPRWHV�JURXS�KRPRJHQHLW\�LQ�WHUPV�

RI�JHQGHU��ODQGKROGLQJ��DQG�LQFRPH�DQG�SURPRWHV�UHSD\PHQW���

)LQDOO\��DOWKRXJK�ERUURZHUV�GR�QRW�KDYH�SK\VLFDO�FDSLWDO�WR�DFW�DV�FROODWHUDO��WKH\�KDYH�

VRFLDO� FROODWHUDO�� %\� XWLOL]LQJ� WKH� H[LVWLQJ� VRFLDO� FDSLWDO� ²� WKH� QHWZRUNV� RI� WUXVW� DQG�

UHODWLRQVKLSV� LQ� WKH� YLOODJH� ��� JURXS� WHFKQLTXHV� KHOSHG� WR� HQVXUH� UHSD\PHQW� RI� WKH� ORDQV��

3DUWLFLSDQWV� PD\� EH� UHTXLUHG� WR� ERUURZ� LQ� JURXSV� �MRLQW� OLDELOLW\��� VHOHFW� WKHLU� RZQ� JURXS�

PHPEHUV�� DFW� DV� PXWXDO� JXDUDQWRUV�� RU� UHFHLYH� ORDQV� FRQWLQJHQW� RQ� RWKHUV� LQ� WKH� JURXS�

SD\LQJ� WKHLU� ORDQV� EDFN� �FRQWLQJHQW� UHQHZDO���� 7KHVH� JURXS� LQFHQWLYHV� DQG� G\QDPLFV� DUH�

UHLQIRUFHG� WKURXJK� UHJXODU�� RIWHQ� ZHHNO\�� JURXS� PHHWLQJV���� 7KH\� UHGXFH� WKH� FRVWV� RI�

LQIRUPDWLRQ� DV\PPHWU\� FRPPRQ� WR� PRVW� OHQGLQJ� VLWXDWLRQV� E\� DOLJQLQJ� ERUURZHUV·�

LQFHQWLYHV� DQG� XVLQJ� WKHLU� VXSHULRU� NQRZOHGJH� RI� HDFK� RWKHU� WR� VFUHHQ�PHPEHUV��PRQLWRU�

UHSD\PHQW�� DQG� H[HUW� SHHU� SUHVVXUH�� 7KLV� FRQFHSW�� WKH� LGHD� WKDW� VRFLDO� FROODWHUDO� FRXOG�

VXEVWLWXWH�IRU�SK\VLFDO�FROODWHUDO� LQ�WKH�SURYLVLRQ�RI�ORDQV��ZDV�DQ�HQWLUHO\�QRYHO� LGHD�LQ�WKH�

ZRUOG�RI�IRUPDO�EDQNLQJ��WKRXJK�LW�KDG�EHHQ�LQ�H[LVWHQFH�LQ�LQIRUPDO�EDQNLQJ�IRU�VRPH�WLPH��

�

0LFURFUHGLW�DQG�(QYLURQPHQWDO�5HVRXUFHV�

7KH� ����V� KDYH� VHHQ� DQ� HQRUPRXV� JURZWK� LQ� WKH� OHYHO� RI�PLFUROHQGLQJ� RFFXUULQJ�

ZRUOGZLGH��,Q�������WKH�,QWHUQDWLRQDO�0LFURFUHGLW�6XPPLW�PHW�LQ�:DVKLQJWRQ�'�&��DQG�ZDV�

������������������������������������������������������
��7RGG���������S�����
��1RW�DOO�0)2V�XVH�JURXS�OHQGLQJ���,Q�,QGRQHVLD�IRU�H[DPSOH��%DQN�5DN\DW�,QGRQHVLD��%5,��DQG�%DGDQ�.UHGLW�
.HFDPDWDQ��%..��ORDQ�WR�LQGLYLGXDOV��XVLQJ�WKH�WHVWLPRQ\�RI�D�UHVSHFWHG�FRPPXQLW\�ILJXUH�DV�FROODWHUDO�RQ�WKH�
ORDQ��%DVWHODHU�������������
��%DVWHODHU�������������
��,ELG��������7KH�OHJHQGDU\�UHSD\PHQW�UDWHV�RI�PRVW�0)2V�WHQG�WR�EH�H[DJJHUDWHG��EXW�DUH�VWLOO�LPSUHVVLYH�E\�
IRUPDO�EDQNLQJ�VWDQGDUGV���'HVSLWH�KLJK�UHSD\PHQW�UDWHV��PRVW�0)2V��LQFOXGLQJ�WKH�*UDPHHQ�%DQN��VWLOO�UHO\�
RQ�VXEVLGLHV���6HH�0RUGXFK���������
���7KLV�DOVR�UHGXFHV�LQIRUPDWLRQ�DV\PPHWULHV�EHWZHHQ�OHQGHUV�DQG�ERUURZHUV�VLQFH�RWKHU�YLOODJHUV�DUH�IDU�PRUH�
OLNHO\�WR�XQGHUVWDQG�WKH�FUHGLW�ZRUWKLQHVV�RI�DQ�LQGLYLGXDO�WKDQ�D�QRQ�ORFDO�EDQN�PDQDJHU��
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DWWHQGHG�E\�RYHU�������SHRSOH�� UHSUHVHQWLQJ�������RUJDQL]DWLRQV� IURP�����FRXQWULHV����7KH�

JRDO�RI� WKH�PHHWLQJ�ZDV� ILQG� D�ZD\� ´WR� UHDFK�����PLOOLRQ�RI� WKH�ZRUOG·V�SRRUHVW� IDPLOLHV��

HVSHFLDOO\�WKH�ZRPHQ�RI�WKRVH�IDPLOLHV��ZLWK�FUHGLW�IRU�VHOI�HPSOR\PHQW�DQG�RWKHU�ILQDQFLDO�

DQG� EXVLQHVVHV� VHUYLFHV�� E\� WKH� \HDU� �����µ��� � &RQVLGHULQJ� WKH� ILQDQFLDO� VXSSRUW� DQG�

LQWHUQDWLRQDO� DFFODLP� PLFURFUHGLW� SURJUDPV� KDYH� JDUQHUHG�� WKLV� JRDO� LV� ORIW\�� EXW� QRW�

LPSRVVLEOH��

<HW�� LI� WKH� VXPPLW� OHDGHUV� UHDFK� WKHLU� JRDO�� WKH�SURYLVLRQ�RI� FUHGLW� WR� VXFK� D�KXJH�

SURSRUWLRQ�RI� WKH�SRRU�ZRXOG�UHSUHVHQW�D�YHU\�IXQGDPHQWDO�VKLIW� LQ�GHYHORSPHQW�SROLF\�� ����

7KHUH� DUH�PDQ\� SHRSOH�ZKR� VHH� WKLV� VKLIW� DV�SRVLWLYH�� EXW� WKHUH� DUH� D� JURZLQJ�QXPEHU�RI�

VFKRODUV� ZKR� DUH� H[SUHVVLQJ� FRQFHUQ� DERXW� VXFK� D� FKDQJH�� 7KH\� IHDU� WKDW�PRQH\�ZLOO� EH�

VKLIWHG�DZD\�IURP�RWKHU�GHYHORSPHQW�SURJUDPV�LQWR�PLFURFUHGLW��ZKHQ�WKHUH�LV�VR�PXFK�WKDW�

ZH�VWLOO�GRQ·W�XQGHUVWDQG�DERXW�WKH�VXFFHVV�RI�WKH�*UDPHHQ�%DQN������/LWWOH�LV�NQRZQ�DERXW�

WKH�GHILQLWH� LPSDFW�RI�PLFUROHQGLQJ�RQ�ERUURZHUV��EXW�HYHQ�OHVV�LV�NQRZQ�DERXW�LWV�HIIHFWV�

RQ�HQYLURQPHQWDO�UHVRXUFHV�����

7KHUH� DUH� IHZ� H[DPSOHV� RI� ILQDQFLDO� 0)2V� WKDW� H[SOLFLWO\� WLH� HQYLURQPHQWDO�

PDQDJHPHQW� WR� OHQGLQJ�� WKRXJK� HQYLURQPHQWDO� SUDFWLFHV� RIWHQ� DSSHDU� LQ� WKH� PHPEHUV·�

FRQGLWLRQV�RI� OHQGLQJ�� �,Q� ODUJH�SDUW� WKLV�PD\�EH�GXH�WR�WKH�SUHFHGHQW�VHW�E\�WKH�*UDPHHQ�

%DQN�LQ�WKHLU����FRQGLWLRQV�WKDW�ERUURZHUV�DUH�HQFRXUDJHG�WR�DGRSW���0HPEHUV�SOHGJH�WKDW�

�«ZH�ZLOO�NHHS�RXU�FKLOGUHQ�DQG�WKH�HQYLURQPHQW�FOHDQ��ZH�ZLOO�EXLOG�DQG�XVH�SLW�ODWULQHV��

GXULQJ� WKH� SODQWDWLRQ� VHDVRQV�� ZH� ZLOO� SODQW� DV� PDQ\� VHHGOLQJV� DV� SRVVLEOH����� 7KHVH�

FRQGLWLRQV�KDYH�EHHQ�FRSLHG�E\�KXQGUHGV�RI�*UDPHHQ�UHSOLFDWLRQ�EDQNV�ZRUOGZLGH��

0LFURFUHGLW� DQG� WKH� HQYLURQPHQW� DUH�� KRZHYHU�� IUHTXHQWO\� FRXSOHG� ZLWKLQ�

FRQVHUYDWLRQ� 1*2V� RU� GHYHORSPHQW� 1*2V� ZLWK� D� FRQVHUYDWLRQ� DJHQGD�� � )RU� H[DPSOH��

7KDLODQG
V� 3RSXODWLRQ� DQG� 'HYHORSPHQW� ,QWHUQDWLRQDO� �3',��� LV� WU\LQJ� WR� GLVFRXUDJH�

GHIRUHVWDWLRQ�LQ�WKH�:HVWHUQ�)RUHVW�&RPSOH[�DORQJ�WKH�0\DQPDU�ERUGHU�XVLQJ�PLFURFUHGLW�

WR� SURPRWH� DOWHUQDWLYH�� UHVRXUFH� VXVWDLQDEOH�� OLYHOLKRRGV�� VXFK� DV� PRUH� VRLO� IULHQGO\� DQG�

������������������������������������������������������
���0LFURFUHGLW�'DWDEDVH���$SULO���������
���,ELG��
���0DQ\�PLFURFUHGLW�DGYRFDWHV�VWUHVV�WKDW�0)2V�FDQ�EHFRPH�ILQDQFLDOO\�VHOI�VXVWDLQLQJ��HOLPLQDWLQJ�WKH�QHHG�IRU�
GRQRU�IXQGV���7KLV�LV�SDUW�RI�DQ�LQGXVWU\�GHEDWH�EHWZHHQ�WKH�´LQVWLWXWLRQDOLVWVµ�DQG�WKH�´ZHOIDULVWVµ���6HH��IRU�
H[DPSOH��0RUGXFK��������DQG�:ROOHU���������
���6HH��IRU�H[DPSOH��%XQWLQ���������6RORPRQ����������5RWK����������$OVR�VHH�+DVKHPL·V��������LQVLJKWIXO�HVVD\��
���(PSLULFDO�HYLGHQFH�LV�OLPLWHG�EHFDXVH�RI�WKH�SDXFLW\�RI�DSSURSULDWH�KRXVHKROG�OHYHO�GDWD�LQ�PRVW�GHYHORSLQJ�
FRXQWULHV��DQG�WKH�H[SHQVH�DQG�FRQIOLFW�RI�LQWHUHVWV�RI�0)2V�FRQGXFWLQJ�WKHLU�RZQ�HYDOXDWLRQV���)RU�D�UHYLHZ�
RI�WKH�HPSLULFDO�OLWHUDWXUH��VHH�6HEVWDG�DQG�&KHQ���������DQG�,)35,���������
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RUJDQLF� FURSV�� KDUYHVWLQJ� QRQ�WLPEHU� IRUHVW� SURGXFWV�� DQG� DTXDFXOWXUH�� ,Q� DQ� HIIRUW� WR�

SUHVHUYH�&DR�+DL�/DNH�LQ�*XL]KRX��&KLQD��DV�D�PLJUDWRU\�ELUG�UHIXJH��FRQVHUYDWLRQ�RIILFLDOV�

DUH� XVLQJ� PLFURFUHGLW� WR� ILQDQFH� OLYHOLKRRGV� WKDW� UHGXFH� SUHVVXUHV� WR� GUDLQ� WKH� ODNH����

&RQVHUYDWLRQ� ,QWHUQDWLRQDO� KRSHV� WR� UHGXFH� GHIRUHVWDWLRQ� DQG� SRDFKLQJ� E\� LQFUHDVLQJ� WKH�

YDOXH� RI� IRUHVWV� DV� WRXULVW� VLWHV�� � 7KH\� XVH�PLFURFUHGLW� WR� HQFRXUDJH� ORFDO� FUDIW�PDNHUV� WR�

VXSSO\�JLIW�VKRSV� LQ�WKH�.DNXP�1DWLRQDO�)RUHVW�3UHVHUYH���$OVR�LQ�*KDQD��7HFKQR6HUYH�LV�

H[SORULQJ� PLFURFUHGLW� DV� D� PHDQV� RI� FRQWUROOLQJ� LQYHQWRU\� RI� WKH� VKHD� QXW� DQG� UHGXFLQJ�

HOHSKDQW�NLOOLQJ��,Q�%DQJODGHVK��WKH�UHVHDUFK�RUJDQL]DWLRQ�8%,1,*�LV�KHOSLQJ�IDUPHUV�LQ�WKH�

7DQJDLO�GLVWULFW� UHGXFH� WKHLU�GHSHQGHQFH�RQ�SHVWLFLGHV��EHJLQ�FRPSRVWLQJ�IRU�IHUWLOL]HU��DQG�

SUDFWLFH� PL[HG� FURSSLQJ� DLGHG� E\� VHHG� EDQNV�� � 0\UDGD�� EDVHG� LQ� %DQJDORUH�� ,QGLD�� KDV� D�

PLVVLRQ� WR� �UHFUHDWH� D� VHOI�VXVWDLQLQJ� KDELWDW� EDVHG� RQ� D� EDODQFHG� SHUVSHFWLYH� RI� WKH�

UHODWLRQVKLS�EHWZHHQ�QDWXUDO�UHVRXUFHV�DQG�WKH�OHJLWLPDWH�QHHGV�RI�SHRSOH����7KH\�RUJDQL]H�

FUHGLW�PDQDJHPHQW� JURXSV� RI� WKH� UXUDO� SRRU��PDQDJH�PLFUR�ZDWHUVKHGV�� DQG� UHIRUHVW� DULG�

DUHDV�� ,Q� VRPH� FDVHV� WKHVH� RUJDQL]DWLRQV� KDYH�� RU� DUH� DWWHPSWLQJ� WR� GHYHORS� PLFURFUHGLW�

FDSDFLW\� WKHPVHOYHV�� ZKLOH� LQ� RWKHUV� WKH\� DUH� SDUWQHULQJ� ZLWK� PRUH� VSHFLDOL]HG� FUHGLW�

VXSSOLHUV��VXFK�DV�ORFDO�RU�LQWHUQDWLRQDO�EDQNV�RU�RWKHU�1*2V��

7KHUH� LV�DOVR�D�VPDOO��EXW�JURZLQJ�JURXS�RI�0)2V�DQG�PLFURHQWHUSULVHV�FRQFHUQHG�

ZLWK�SURGXFLQJ��JUHHQ��SURGXFWV�RU�WHFKQRORJLHV��)RU�H[DPSOH��*UDPHHQ�6KDNWL�LV�GHGLFDWHG�

WR� SURYLGLQJ� UHQHZDEOH� HQHUJ\� VRXUFHV�� VXFK� DV� VRODU� 39�� ELRJDV�� DQG� ZLQG� WXUELQHV� WR�

YLOODJHV� LQ� %DQJODGHVK� WKDW� DUH� ZLWKRXW� HOHFWULFLW\�� /LNHZLVH�� WKH� 6RODU� %DVHG� 5XUDO�

(OHFWULILFDWLRQ� &RQFHSW� �62�%$6(&�� LQ� WKH� 'RPLQLFDQ� 5HSXEOLF� DQG� +RQGXUDV� XVHV�

PLFURFUHGLW� WR� SURPRWH� VRODU�EDVHG� UHQHZDO� HQHUJ\�� 2WKHU� H[DPSOHV� LQFOXGH� WKH� $VLD�

,QVWLWXWH� RI� 7HFKQRORJ\� SURPRWLQJ� ELRWHFKQRORJ\�EDVHG� PLFURHQWHUSULVHV� VXFK� DV�

PXVKURRP�DQG�ELRRUJDQLF�IHUWLOL]HU�SURGXFWLRQ�WKDW�UHGXFH�WKH�KDUP�WR�ZDWHUVKHGV��

�7KHVH�HQHUJ\�WHFKQRORJLHV�DQG�HFR�WRXULVP�DFWLYLWLHV�ZLOO� UHGXFH�GHPDQGV�RQ�ORFDO�

IRUHVWV� IRU� IXHOZRRG�� �(IIRUWV� WR� LPSURYH� DJULFXOWXUDO� WHFKQLTXHV� DQG� UHGXFH�FKHPLFDO�XVH�

SODFH� ZDWHUVKHGV� DQG� RWKHU� &35V� DW� OHVV� ULVN�� � 6WLOO�� *UHHQ� 0)2V� DSSHDU� WR� EH� LQ� WKH�

PLQRULW\�����,Q�RXU�VXUYH\�RI�0)2�SDUWLFLSDQWV�LQ�WKH������0LFURFUHGLW�6XPPLW��RQO\�DERXW�D�

WKLUG� RI� WKH� UHVSRQGHQWV� VDLG� WKDW� WKH\� KDG� VXVWDLQDEOH� QDWXUDO� UHVRXUFH� RU� HQYLURQPHQWDO�

UHTXLUHPHQWV�RU�FRQGLWLRQV�RI�OHQGLQJ�DVVRFLDWHG�ZLWK�WKHLU�SURJUDP�DQG����SHUFHQW�IHOW�WKDW�

��������������������������������������������������������������������������������������������������������������������������������������������������������������
���.KDQGNHU��:RUOG�%DQN����������*UDPHHQ�%DQN�������
���1HZ�<RUN�7LPHV��0D\�����������
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WKHUH�ZDV�QR�GLVFHUQDEOH�LPSDFW�RQ�WKH�HQYLURQPHQW�RU�QDWXUDO�UHVRXUFH�XVH�IURP�WKH�FUHGLW�

WKH\�SURYLGHG���

'HVSLWH� WKLV�SHUFHSWLRQ��FKDQJHV� LQ� WKH�SK\VLFDO��KXPDQ�DQG�VRFLDO�DVVHWV� WKDW�DULVH�

IURP� PLFURFUHGLW� DFWLYLWLHV� ZLOO� DIIHFW� D� FRPPXQLW\·V� SURGXFWLRQ�� FRQVXPSWLRQ�� DQG�

PDQDJHPHQW� RSSRUWXQLWLHV� DQG� GHFLVLRQV� DURXQG� FRPPRQ� SRRO� UHVRXUFHV�� +RZHYHU��

ZKHWKHU�WKH�QHW�HIIHFWV�DUH�QHJDWLYH�RU�SRVLWLYH�LV�GLIILFXOW�IRU�XV�WR�SRVLW�ZLWKRXW�H[WHQVLYH�

HPSLULFDO� HYLGHQFH�� DV� WKH�HIIHFWV� FOHDUO\�ZLOO�GHSHQG�RQ�DJUR�FOLPDWLF�]RQHV�� WKH�SDUWLFXODU�

&35V�� ORFDO� DQG� QRQ�ORFDO� LQVWLWXWLRQV�� GHVLJQ� RI� WKH� PLFURFUHGLW� SURJUDP�� DQG� VR� IRUWK���

/RJLFDOO\� LW� VHHPV� UHDVRQDEOH� WR� SXW� IRUWK� WKDW� WKH� QHW� SK\VLFDO� FDSLWDO� HIIHFW� RI� LQFUHDVHG�

SURGXFWLRQ� DQG� FRQVXPSWLRQ� RSSRUWXQLWLHV³� LQFOXGLQJ� LQFUHDVHG� GHPDQGV� RQ� FRPPRQ�

SRRO� UHVRXUFHV�� DQG� LQFUHDVHG� ZDVWH� DQG� E\SURGXFWV� FRPSURPLVLQJ� WKH� TXDOLW\� RI� WKH�

FRPPRQ� SRRO� UHVRXUFHV³� LV� SUREDEO\� QHJDWLYH�� �:KDW� ZH� KRSH� WR� HQJDJH� D� GHEDWH� RQ��

KRZHYHU�� LV� KRZ� WKH� KXPDQ� DQG� VRFLDO� FDSLWDO� WKDW� LV� ERWK� VWUHQJWKHQHG� DQG�SURGXFHG�E\�

0)2V�PD\�FRXQWHU�WKHVH�QHJDWLYH�HIIHFWV�RQ�WKH�SK\VLFDO�FDSLWDO³QDPHO\�WKH�&35V³RI�D�

FRPPXQLW\��7KH�QH[W�VHFWLRQ�ZLOO�H[SORUH�KRZ�0)2V�DIIHFW�WKH�FDSLWDO�EDVH�RI�D�FRPPXQLW\��

DQG��LQ�WXUQ��KRZ�WKH\�DIIHFW�WKH�VXVWDLQDEOH�XVH�RI�FRPPRQ�SRRO�UHVRXUFHV��

�

++��+/2.+%#6+105�1(�/+%41%4'&+6�(14�%1//10�211.�4'5174%'5�

�

0LFURFUHGLW·V� HIIHFW� RQ� FRPPRQ� SRRO� UHVRXUFHV� EHJLQV� ZLWK� WKH� XQLTXH�

FKDUDFWHULVWLFV� RI� WKHVH� SURJUDPV�� H[WHQGLQJ� FUHGLW� WR� WKH� YHU\� SRRU�� OHQGLQJ� SULPDULO\� WR�

ZRPHQ��DQG�RIWHQ�HPSOR\LQJ�JURXS�OHQGLQJ�PHWKRGV���7DEOH���LQGLFDWHV�KRZ�HDFK�RI�WKHVH�

SURJUDP�FRPSRQHQWV�ZLOO�FKDQJH�DQ�H[LVWLQJ�FRQVWUDLQW� WKDW� WKH�ERUURZHU� OLYHV�XQGHU��DQG�

KHQFH� ZLOO� OHDG� WR� D� FKDQJH� LQ� WKHLU� SURGXFWLYH� RU� FRQVXPSWLYH� EHKDYLRU�� � ,W� LV� WKHVH�

EHKDYLRUDO�FKDQJHV�WKDW�KDYH�LPSOLFDWLRQV�IRU�FRPPRQ�SRRO�UHVRXUFHV��
7DEOH���

�

0)2�&KDUDFWHULVWLF� ⇒� ∆�LQ�&RQVWUDLQWV� � ⇒� ∆�LQ�%HKDYLRU�
�

&UHGLW�H[WHQVLRQ� � ↑�LQFRPH�RZQHUVKLS� � ↑�VWHZDUGVKLS�
�3K\VLFDO�FDSLWDO�� � � � � � ↑�GHPDQG�IRU�HQYLURQ�TXDOLW\�

� � � � � � � ↑�UHVRXUFH�XVH�
� � � ↑�LQFRPH�GLYHUVLW\�

� � � ↓�GLVFRXQW�UDWH� � � ↑�VWHZDUGVKLS�
�
�

)RFXV�RQ�ZRPHQ� � ↑�UHSURGXFWLYH�FRQWURO�� ↓�IHUWLOLW\�
�6RFLDO�DQG�+XPDQ�&DSLWDO�� � � � ↓�UHVRXUFH�XVH�
�



� �

�

*URXS�OHQGLQJ� � ↓�FRVWV�RI�FROOHFWLYH�DFWLRQ� ↑�SXEOLF�JRRGV�
�6RFLDO�DQG�+XPDQ�FDSLWDO�� ↑�NQRZOHGJH� �� ↑�PDQDJHPHQW�RI�&35V�

�
�

0LFURFUHGLW� DIIHFWV� HQYLURQPHQWDO� DQG� FRPPRQ� SRRO� UHVRXUFHV� WKURXJK� ILQDQFLDO��

KXPDQ�DQG�VRFLDO�FDSLWDO�FKDQJHV��FKDQJHV�LQ�WKH�OHYHOV��GLYHUVLW\��RU�UHJXODULW\�RI�ERUURZHUV
�

LQFRPH��FKDQJHV�LQ�WKHLU�GLVFRXQW�UDWH�EHWZHHQ�SUHVHQW�DQG�IXWXUH�FRQVXPSWLRQ��FKDQJHV�LQ�

WKH�UROH�RI�ZRPHQ�DQG�SURYLGLQJ�WKHP�ZLWK�D�IRUXP�LQ�ZKLFK�WR�H[FKDQJH�RI�LQIRUPDWLRQ��

DQG�FKDQJHV�LQ�WKH�FRVW�RI�FROOHFWLYH�DFWLRQ�IRU�PDQDJLQJ�RWKHU�HQYLURQPHQWDO�UHVRXUFHV���

�

,,����&UHGLW�H[WHQVLRQ�WR�WKH�SRRU�DQG�WKH�FUHDWLRQ�RI�ILQDQFLDO�DQG�SK\VLFDO�FDSLWDO�

0LFURFUHGLW·V� UROH� LQ� GHYHORSLQJ� SK\VLFDO� FDSLWDO� LV� UHODWLYHO\� REYLRXV�� �0LFURFUHGLW�

OHQGLQJ�� LI� VXFFHVVIXO�� SURPRWHV� PLFURHQWHUSULVH� DFWLYLW\� WKDW� DPRQJ� RWKHU� WKLQJV�� FDQ�

LQFUHDVH��VPRRWK�DQG�GLYHUVLI\�WKH�ERUURZHU·V�LQFRPH�DQG�LQFUHDVH�OHYHOV�RI�SK\VLFDO�FDSLWDO��

&UHGLW� DOORZV�PLFURHQWUHSUHQHXUV� WR� LQYHVW� LQ� VPDOO�VFDOH� FDSLWDO� VXFK� DV� VHZLQJ�PDFKLQHV��

ORRP�� ELF\FOHV�� ULFNVKDZV�� OLYHVWRFN�� WRROV�� DQG� RWKHU� VXSSOLHV�� � 7KHVH� UHODWLYHO\� ODUJH�

LQYHVWPHQWV�ZRXOG�RWKHUZLVH�EH�GLIILFXOW�IRU�LQGLYLGXDOV��OLYLQJ�DW�RU�QHDU�VXEVLVWHQFH�OHYHOV��

WR�DFTXLUH�� � ,W� LV� WKHVH�SK\VLFDO� LQYHVWPHQWV�WKDW�DOORZ�WKH�ERUURZHU�WR�SURGXFH�JRRGV�DQG�

VHUYLFHV�RWKHUZLVH�QRW�SRVVLEOH�� �,Q�WXUQ��WKHVH�LQFRPH�DQG�SURSHUW\�HIIHFWV�FDQ�OHQJWKHQ�D�

ERUURZHU·V�WLPH�KRUL]RQ��RU�ORZHU�WKHLU�GLVFRXQW�UDWH�²�WKH�UDWH�DW�ZKLFK�WKH\�DUH�ZLOOLQJ�WR�

WUDGH� RII� SUHVHQW� IRU� IXWXUH� FRQVXPSWLRQ�� � ([WHQGLQJ� FUHGLW� KDV� HQYLURQPHQWDO� UHVRXUFH�

FRQVHTXHQFHV�ERWK�WKURXJK�WKH�GLUHFW�SK\VLFDO�FDSLWDO�LQYHVWPHQWV�DQG�WKH�SRWHQWLDO�FKDQJHV�

LQ�ERUURZHUV·�LQFRPH��

�

,QFRPH�(IIHFWV��

:H�NQRZ�WKDW�SRYHUW\�DQG�WKH�HQYLURQPHQW�DUH�LQWLPDWHO\�OLQNHG���7KH�SRRU�DUH�OHVV�

DEOH� WR� SODFH� UHVRXUFH� FRQVHUYDWLRQ� DERYH� RWKHU�� PRUH� SUHVVLQJ�� VXUYLYDO� QHHGV�� RIWHQ�

UHQGHULQJ�WKHP�WKH�SULPDU\�YLFWLPV�RI�WKHLU�RZQ��DQG�RWKHUV��HQYLURQPHQWDO�GHJUDGDWLRQ����

7KH�HYLGHQFH�LV�ZHDN��EXW�JURZLQJ��WKDW�PLFURFUHGLW�UDLVHV�WKH�LQFRPH�DQG�RU�DVVHWV�

RI� DW� OHDVW� VRPH�SDUWLFLSDQWV���� �$V� LQFRPH� LQFUHDVHV��ZH�H[SHFW� WKH�TXDQWLW\��FRPSRVLWLRQ��

������������������������������������������������������
���)RU�D�VXPPDU\�RI�WKH�UHVXOWV�RI�VHYHUDO�LPSDFW�VWXGLHV�VHH�6HEVWDG�DQG�&KHQ���������6FKULHGHU�HW��$O����������
RU�$QGHUVRQ�DQG�1XJHQW���������
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DQG�WLPLQJ�RI�HFRQRPLF�DFWLYLW\�RI�WKH�SRRU�WR�FKDQJH����&KDQJHV�LQ�FRQVXPSWLRQ�DFWLYLWLHV�

DIIRUGHG�E\�LQFUHDVHG�LQFRPH�KDYH�ERWK�SRVLWLYH�DQG�QHJDWLYH�HIIHFWV����7KH�QHJDWLYH�LPSDFWV�

LQFOXGH�JHQHUDWLQJ�PRUH��DQG�PRUH�WR[LF��ZDVWH����WKH�VHYHULW\�RI�ZKLFK�GHSHQGV�RQ�VFDOH��WKH�

DEVRUSWLYH�FDSDFLW\�RI� WKH�HQYLURQPHQW��DQG� WKH� LQIUDVWUXFWXUH�DQG�VHUYLFHV� WR�GHDO�ZLWK� LW���

2Q� WKH� SRVLWLYH� VLGH�� ULVLQJ� LQFRPHV� WHQG� WR� EH� FRUUHODWHG� ZLWK� LPSURYHG� KRXVHKROG�

LQIUDVWUXFWXUH� LQFOXGLQJ� VDQLWDWLRQ� DQG� FRRNLQJ� IDFLOLWLHV�� JUHDWHU� DFFHVV� WR� VDIH� GULQNLQJ�

ZDWHU�� DQG� LQFUHDVHV� LQ� FRQWUDFHSWLYH� XVH�� )XHO� XVH�ZLOO� RIWHQ� FKDQJH� DV� LQFRPH� ULVHV�� WKH�

LPSDFW� RI�ZKLFK� GHSHQGV� RQ� WKH� IXHO� DQG� IXHO� EXUQLQJ� WHFKQRORJ\� XVHG�� � 6ZLWFKLQJ� IURP�

ELRPDVV�RU� FRDO� WR�HOHFWULFLW\�� IRU� H[DPSOH��PD\�UHGXFH� WKH�GHVWUXFWLRQ�RI� IRUHVW� VLQNV�DQG�

&2���HPLVVLRQV����

7KH� UHODWLRQVKLS� EHWZHHQ� LQFRPH� JURZWK� DQG� UHVRXUFH� XVH� LQ� SURGXFWLRQ� LV� HYHQ�

PRUH� FRPSOH[�� )RU� UXUDO�� ODUJHO\� ELRPDVV�EDVHG� VXEVLVWHQFH� HFRQRPLHV�� JURZWK� LQYROYHV�

HLWKHU� LQWHQVLILFDWLRQ� RI� DJULFXOWXUH�� H[WHQVLILFDWLRQ� RI� DJULFXOWXUH�� RU� QHZ� UXUDO� QRQ�IDUP�

DFWLYLW\� LQFOXGLQJ� UHVRXUFH� H[WUDFWLRQ���� � 6RPH� RI� WKHVH� DFWLYLWLHV� FKDQJH� HQYLURQPHQWDO�

UHVRXUFH�XVH�GLUHFWO\��RWKHUV�WKURXJK�FKDQJHV�LQ�SURSHUW\�ULJKWV�DQG�RZQHUVKLS��DQG�RWKHUV�LQ�

WKH� XVH� RI� ODERU�� FDSLWDO� RU� WHFKQRORJ\� WKDW� FRPSOHPHQW�RU� VXEVWLWXWH� IRU�QDWXUDO� UHVRXUFH�

LQSXWV���

7KH�H[WHQVLILFDWLRQ�RI�DJULFXOWXUH�KDV�WKH�PRVW�GLUHFW�LPSOLFDWLRQV�IRU�FRPPRQ�SRRO�

UHVRXUFHV��,Q�VRPH�FDVHV�DGGLWLRQDO�LQFRPH�UHOLHYHV�WKH�SUHVVXUH�WR�IDUP�QHZ�ODQGV��ZKLOH�LQ�

RWKHUV� LW� DIIRUGV� WKH� DELOLW\� WR�GR� VR�� � ,Q� JHQHUDO�� FOHDULQJ�QHZ� ODQG� IRU�FURSV�� UDWKHU� WKDQ�

XVLQJ� H[LVWLQJ� ODQG�PRUH� LQWHQVLYHO\�� LQFUHDVHV�GHIRUHVWDWLRQ�SUHVVXUHV�� WKH�XVH�RI�PDUJLQDO�

ODQGV��DQG�HQYLURQPHQWDO� LPSDFWV�IURP�PLJUDWLRQ����'HIRUHVWDWLRQ� LPSOLHV�D� ORVV�RI� WLPEHU��

EDUN�� VDSV� DQG� SKDUPDFHXWLFDOV�� ORVV� RI� VSHFLHV� KDELWDW�� VRLO� HURVLRQ�� DQG� LQ� ZDWHUVKHGV��

LQFUHDVHG� UXQRII� RI� UDLQZDWHU� OHDGLQJ� WR� VRLO� ORVV� DQG� FORJJLQJ� RI� ZDWHU� UHVHUYRLUV� DQG�

LUULJDWLRQ� V\VWHPV�� �7HUWLDU\� ODQGV� DUH�RIWHQ�PRUH�PDUJLQDOO\�SURGXFWLYH�� VXIIHU�PRUH� IURP�

VRLO�HURVLRQ³�HVSHFLDOO\�LI�WKH\�DUH�RQ�KLOOVLGHV³�DQG�UHTXLUH�PRUH�IHUWLOL]HU�DQG�ZDWHU���

������������������������������������������������������
���:KLOH�WKH�IXQJLELOLW\�RI�PLFURFUHGLW�ORDQV�KDV�UDLVHG�VRPH�VHULRXV�FRQFHUQV�DERXW�WKHLU�ORQJ�WHUP�
HIIHFWLYHQHVV�LQ�SURPRWLQJ�VXVWDLQDEOH�OLYHOLKRRGV���IRU�WKH�UXUDO�SRRU�LQ�SDUWLFXODU�LW�LV�GLIILFXOW�WR�VHSDUDWH�RXW�
SURGXFWLRQ�DQG�FRQVXPSWLRQ�GHFLVLRQV��VLQFH�ODERU�LV�WKH�PDLQ�SURGXFWLYH�DVVHW�DQG�DGHTXDWH�QXWULWLRQ�LV�
HVVHQWLDO�WR�ZRUN���7KH�HQYLURQPHQWDO�LPSOLFDWLRQV��KRZHYHU��GR�GHSHQG�RQ�ZKHWKHU�ORDQ�IXQGV�DUH�XVHG�IRU�
SURGXFWLYH�DFWLYLWLHV��RU�FKDQQHOHG�LQWR�FRQVXPSWLRQ�
���'DVJXSWD�DQG�0lOHU������������
���7KRXJK�WKLV�GHSHQGV�RQ�KRZ�WKH�HOHFWULFLW\�LV�JHQHUDWHG��
���'DVJXSWD�DQG�0lOHU��
���'HLQLQJHU�DQG�0LQWHQ��
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)RU�UXUDO�� IDUP�EDVHG�PLFURHQWHUSULVHV�� WKH�PRVW�HQYLURQPHQWDOO\�KDUPIXO�DFWLYLWLHV�

WKDW� PD\� EH� SURPRWHG� E\� PLFURFUHGLW� DUH� FKHPLFDO� LQWHQVLYH� DJULFXOWXUH�� OLYHVWRFN�

VODXJKWHULQJ� DQG� DTXDFXOWXUH� EHFDXVH� RI� WKH� H[FHVVLYH� XVH� DQG� XQVDIH� GLVSRVDO� RI� WKH�

KD]DUGRXV�FKHPLFDOV��$TXDFXOWXUH�SRVHV�DGGLWLRQDO�ULVNV�WR�FRPPRQ�SRRO�ZLOGOLIH�UHVRXUFHV�

DQG�WKH�XVH�RI�IDUPODQG���

5XUDO� QRQ�IDUP� �51)�� DFWLYLWLHV� WKDW� FDQ� SROOXWH� WKH� DLU�� ODQG� DQG�ZDWHU³� ODUJHO\�

WKURXJK� WR[LF� HPLVVLRQV� DQG� E\�SURGXFWV³� LQFOXGH� VPDOO� VFDOH�PLQLQJ��PHWDOZRUNLQJ� DQG�

HOHFWURSODWLQJ�� WDQQLQJ�� WH[WLOH� G\LQJ� DQG� FUDIW� HQWHUSULVHV�� EULFN� SURGXFWLRQ�� DQG� IRXQGULHV�

IRU� IRRG� SURFHVVLQJ�� ZRRG� SURFHVVLQJ�� FRWWRQ� JLQQLQJ�� RU� FKHPLFDO� SURGXFWLRQ�� � 7KRXJK�

SHUKDSV� PRUH� FRPPRQ� LQ� XUEDQ� PLFURHQWHUSULVHV�� DQ\� DFWLYLW\� WKDW� LV� HQHUJ\� LQWHQVLYH��

LQFOXGLQJ� VPDOO�VFDOH� WUDQVSRUWDWLRQ� DQG� URDG�VWDQG� UHVWDXUDQWV��ZLOO� UHTXLUH� IXHO� DQG�ZDWHU�

UHVRXUFHV�ZKLFK�PD\�LQFUHDVH�GHPDQGV�RQ�ORFDO�&35V��

,QFUHDVHG� LQFRPH��KRZHYHU��PD\�SURPRWH� UHVRXUFH� VWHZDUGVKLS� WKURXJK� LQFUHDVLQJ�

SURSHUW\� ULJKWV�DQG� ORZHULQJ�GLVFRXQW� UDWHV��:RPHQ�DQG� WKH�SRRU� LQ�SDUWLFXODU�KDYH�RIWHQ�

EHHQ� GHQLHG� DFFHVV� WR� FUHGLW�� EHFDXVH� WKH\� ODFNHG� WKH� FROODWHUDO� RI� ODQG�� ,Q� VRPH� YLOODJHV��

FXOWXUH�� ODZ� DQG� UHJXODWLRQV� SHUPLWWLQJ�� LQFUHDVHG� LQFRPH� PD\� DIIRUG� LQFUHDVHG� ODQG� DQG�

RWKHU�SURSHUW\�RZQHUVKLS��7LWOH�FUHDWHV�LQFHQWLYHV�WR�SUDFWLFH�EHWWHU�ORQJ�UXQ�VWHZDUGVKLS�RI�

WKH�RZQHG�HQYLURQPHQWDO�UHVRXUFHV��

�� 6LPLODUO\��WKH�KLJKHU�DQ�LQGLYLGXDO·V�LQFRPH��WKH�OHVV�WKH\�PXVW�EH�SUHRFFXSLHG�ZLWK�

VDWLVI\LQJ� FXUUHQW� FRQVXPSWLRQ� QHHGV�� ,W� EHFRPHV� SRVVLEOH� WR� WUDGH� RII� VRPH� FXUUHQW�

FRQVXPSWLRQ�IRU�D�KLJKHU��PRUH�VXVWDLQHG�IXWXUH�UHWXUQ��,I�WKH�UHVXOW�LV�D�ORZHU�GLVFRXQW�UDWH��

WKH� HQYLURQPHQWDO� FRQVHTXHQFHV� DUH� VLPLODU� WR� WKRVH� DV� ODQG� RZQHUVKLS� LQFOXGLQJ� DQ�

LQFUHDVHG� ZLOOLQJQHVV� WR� XVH� RUJDQLF� IHUWLOL]HUV� DQG� SHVWLFLGHV� DQG� WHFKQLTXHV� VXFK� DV�

LQWHJUDWHG� SHVW� PDQDJHPHQW� WKDW� FDQ� UHGXFH� ERWK� WKH� GHPDQG� RQ� FRPPRQ� SRRO� ZDWHU�

UHVRXUFHV�DQG�WKH�WR[LQV�UHGXFLQJ�WKH�TXDOLW\�RI�WKRVH�UHVRXUFHV��

�

,QFRPH�'LYHUVLILFDWLRQ�

'LYHUVLI\LQJ� LQFRPH�FDQ�EH� DQ� LPSRUWDQW� UHVXOW� RI�PLFURFUHGLW�� SDUWLFXODUO\� IRU� WKH�

UXUDO� SRRU� ZKR� DUH� GHSHQGHQW� RQ� DJULFXOWXUH� DQG� DUH� VXEMHFW� WR� ZHDWKHU� IOXFWXDWLRQV� DQG�

FURS�F\FOHV���,QFRPH�FDQ�EH�GLYHUVLILHG�WKURXJK�VDYLQJV�RU�RWKHU�ILQDQFLDO�VHUYLFHV�RIIHUHG�E\�

WKH�0)2V�� DGGLWLRQDO� IDUP� DFWLYLWLHV� VXFK� DV� QHZ� FURSV�� DQG� QHZ� RU� H[SDQGHG� QRQ�IDUP�

DFWLYLWLHV�� � $JDLQ�� WKH� FRPPRQ� SRRO� UHVRXUFH� FRQVHTXHQFHV� GHSHQG� RQ� WKH� DFWLYLW\�� )RU�



� ��

H[DPSOH�� FUHGLW� FDQ� SURYLGH� WKH� RSSRUWXQLW\� WR� GLYHUVLW\� E\� LQFUHDVLQJ� OLYHVWRFN� KROGLQJV��

ZKLFK� FDQ� OHDG� WR�RYHUJUD]LQJ� DQG�SUHVVXUHV� WR�GHIRUHVW��&RQYHUVHO\�� FUHGLW� DQG� LQVXUDQFH�

VHUYLFHV� FRXOG� UHGXFH� WKH� QHHG� WR� KROG� LQVXUDQFH� LQ�NLQG�� WUDGLWLRQDOO\� DFFRPSOLVKHG� E\�

FDUU\LQJ�H[FHVV�OLYHVWRFN��DQG�UHGXFH�SUHVVXUH�RQ�WKHVH�VDPH�&35V�����

�

,,���)RFXV�RQ�ZRPHQ�DQG�KXPDQ�FDSLWDO�FUHDWLRQ�
�

$V� D� JURXS�� 0)2V� RYHUZKHOPLQJO\� IRFXV� RQ� UHFUXLWLQJ� DQG� H[WHQGLQJ� FUHGLW� WR�

ZRPHQ�� WKRXJK� WKH� ORDQV� DQG� DFWLYLWLHV� PD\� XOWLPDWHO\� EH� FRQWUROOHG� E\� PDOHV� LQ� WKH�

KRXVHKROG���� 0)2
V� UHDVRQV� IRU� WDUJHWLQJ� ZRPHQ� PD\� GLIIHU�� :RPHQ� DUH� UHSXWHG� WR� EH�

EHWWHU�FUHGLW�ULVNV�ZLWK�KLJKHU�SD\EDFN�UDWHV��HDVLHU�WR�GLVFLSOLQH��PRUH�LQFOLQHG�WR�XVH�LQFRPH�

WKH\� FRQWURO� IRU� LPSURYLQJ� FKLOGUHQ·V� QXWULWLRQ� DQG� HGXFDWLRQ�� DQG� WKH\� SRVVHVV� PRUH�

XQUHDOL]HG� HQWUHSUHQHXULDO� FDSDFLW\�� � 6RPH� 0)2V� PD\� VLPSO\� ZLVK� WR� LQFUHDVH� ZRPHQ
V�

HFRQRPLF� SRZHU�� 5HJDUGOHVV� RI� WKH� PRWLYDWLRQ�� ERWK� WKH� ILQDQFLDO�� EXVLQHVV�� WHFKQLFDO��

UHSURGXFWLYH� RU� RWKHU� WUDLQLQJ� WKDW� LV� D�SDUW� RI�PDQ\�PLFURFUHGLW� SURJUDPV�� DV�ZHOO� DV� WKH�

VSUHDGLQJ�RI�NQRZOHGJH�DQG�EHVW�SUDFWLFHV�E\�ERUURZHUV�ZKR�DUH�UHTXLUHG�WR�PHHW�UHJXODUO\��

ERWK�DGGV�WR�DQG�XWLOL]HV�WKH�KXPDQ�FDSLWDO�RI�WKH�ERUURZHUV�DQG�WKH�FRPPXQLW\��

7KH� KXPDQ� FDSLWDO� HIIHFWV� RI�PLFURFUHGLW� DUH� D� UHVXOW� RI� ERWK� WKH� GLUHFW� ILQDQFLDO��

EXVLQHVV�� WHFKQLFDO�� UHSURGXFWLYH� RU� RWKHU� WUDLQLQJ� WKDW� LV� D� SDUW� RI� PDQ\� PLFURFUHGLW�

SURJUDPV��DQG�WKH�VSUHDGLQJ�RI�NQRZOHGJH�DQG�EHVW�SUDFWLFHV�E\�ERUURZHUV�ZKR�DUH�UHTXLUHG�

WR�PHHW�UHJXODUO\����$FFRUGLQJO\��KXPDQ�FDSLWDO�LV�OHVV�OLNHO\�WR�EH�SURGXFHG�LQ�SURJUDPV�WKDW�

GR� QRW� RIIHU� WKHVH� VHUYLFHV� RU� ZKR� GR� QRW� XVH� JURXS� OHQGLQJ� PHWKRGV�� :RPHQ·V�

HPSRZHUPHQW�� GHILQHG� DV� LQFUHDVLQJ� DXWRQRP\�RYHU� WKHLU� OLYHV� DQG� FRQWURO�RYHU�GHFLVLRQ�

PDNLQJ��LV�EHOLHYHG�WR³�RQ�QHW³�LPSURYH�ZLWK�DFFHVV�WR�FUHGLW��WKRXJK�VWXGLHV�UHYHDO�WKDW�

LQ�PRVW�FDVHV��ZRPHQ�GR�QRW�IXOO\�FRQWURO�WKHLU�ORDQV�DQG�VRPH�IRUPV�RI�GRPHVWLF�YLROHQFH�

PD\�EH�LQFUHDVLQJ����

�� ,QFUHDVHV� LQ� LQFRPH� RU� SURSHUW\� ULJKWV� IRU� ZRPHQ� DWWULEXWDEOH� WR�PLFURFUHGLW� ZLOO�

KDYH� HQYLURQPHQWDO� FRQVHTXHQFHV� VLPLODU� WR� WKRVH� RXWOLQHG� HDUOLHU�� 6RPH� RI� WKHVH�

FRQVHTXHQFHV�PD\�EH�SURQRXQFHG��KRZHYHU��EHFDXVH�RI�ZRPHQ
V�FRPPRQ�UROHV�EXW�OLPLWHG�

������������������������������������������������������
���'DVJXSWD�DQG�0lOHU����������
���6HH�5DKPDQ��������DQG�6HQ�*XSWD��
���)RU�D�GLVFXVVLRQ�RQ�WKH�HGXFDWLRQDO�DQG�RWKHU�KXPDQ�FDSLWDO�HIIHFWV�RI�PLFURFUHGLW��VHH�6FKULHGHU���������
���6HH�+DVKHPL��6FKXOHU�DQG�5LOH\���������.KDQGNHU���������5DKPDQ��;;���
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ULJKWV�� � 7KHVH� UROHV� FRQWULEXWH� WR� D� XQLTXH� DQG� LQWLPDWH� UHODWLRQVKLS� ZLWK� HQYLURQPHQWDO�

UHVRXUFHV�DQG�NQRZOHGJH�DERXW� ORFDO�HFRV\VWHPV��:RPHQ�KDYH�JDLQHG�YDOXDEOH�NQRZOHGJH�

DQG�D�VRSKLVWLFDWHG�DSSUHFLDWLRQ�RI�ORFDO�HFRV\VWHPV�WKURXJK�WKHLU�GDLO\�ZRUN���7KLV�LQFOXGHV�

XQGHUVWDQGLQJ�WKH�YDULHG�IXQFWLRQV�RI�GLIIHUHQW�IRUHVW�UHVRXUFHV��WKH�PXOWLSOH�XVHV�RI�FURSV��

VRLO� IHDWXUHV��ZDWHU� IORZ��DQG�KHDOWK�FDUH� IRU�VPDOO� OLYHVWRFN���� � �0)2V�WKDW�RIIHU� WHFKQLFDO�

WUDLQLQJ�RQ�UHVRXUFH�PDQDJHPHQW�GLUHFWO\�FRQWULEXWH�WR�ZRPHQ·V�KXPDQ�FDSLWDO��0)2V�WKDW�

UHTXLUH�UHJXODU�JURXS�PHHWLQJV�RIIHU�ZRPHQ�WKH�RSSRUWXQLW\�WR�VKDUH�WKHLU�RZQ�NQRZOHGJH�

DQG� EHVW� SUDFWLFHV�� � 7KH� YDOXH�DGGHG� PD\� EH� SDUWLFXODUO\� KLJK� IRU� ZRPHQ�� RWKHUZLVH�

XQH[SRVHG�WR�WUDLQLQJ��DQG�ZRPHQ�LQ�FXOWXUHV�ZKR�RWKHUZLVH�KDYH�IHZ�RU�QR�RSSRUWXQLWLHV�

WR�OHDYH�WKHLU�KRPH����

,Q�PRVW�GHYHORSLQJ�FRXQWULHV��ZRPHQ�DUH�UHVSRQVLEOH�IRU�JDWKHULQJ�IXHOZRRG��QRQ�

WLPEHU� IRUHVW� SURGXFWV�� DQG� FROOHFWLQJ� ZDWHU�� 7KH\� DUH� UHVSRQVLEOH� IRU� FRRNLQJ� DQG�

KRXVHKROG� VDQLWDWLRQ�� 7KH\� VXIIHU� WKH� PRVW�� WKHUHIRUH�� IURP� GHIRUHVWDWLRQ� DQG�

GHVHUWLILFDWLRQ�� DQG� KDYH� D� SDUWLFXODU� LQFHQWLYH� WR� PDLQWDLQ� RU� LPSURYH� WKHLU� ORFDO�

HQYLURQPHQW� DQG� FRPPRQ� SRRO� UHVRXUFHV�� 7KLV� LQFHQWLYH� KDV� WUDQVODWHG� LQWR� VRPH�RI� WKH�

PRVW� FUHDWLYH� FRQVHUYDWLRQ� LQLWLDWLYHV� ZRUOGZLGH�� � :RPHQ
V� JURXSV� KDYH� RUJDQL]HG� WR�

FROOHFWLYHO\� OHDVH� DQG� UHYLYH� H[KDXVWHG� FURSODQG�� RIIHU� OHDGHUVKLS� LQ� ZDWHU� VXSSO\� DQG�

PDQDJHPHQW�� SODQW� WUHHV�� FRQVWUXFW� WHUUDFHV�� DQG� SURYLGH� HGXFDWLRQ� DERXW� D� YDULHW\� RI�

UHVRXUFH�FRQVHUYDWLRQ�RSSRUWXQLWLHV����7KH�JURXS�OHQGLQJ�DQG�PHHWLQJ�DVSHFW�RI�0)2V�FDQ�

IDFLOLWDWH�DQG�VWUHQJWKHQ�WKHVH�LQLWLDWLYHV��

�

5HSURGXFWLYH�&RQWURO�

7KH� HYLGHQFH� LV� JURZLQJ� WKDW� PLFURFUHGLW� SURJUDPV� PD\� FRQWULEXWH� WR� UHGXFHG�

IHUWLOLW\�����7KLV�LV�QRW�VXUSULVLQJ��JLYHQ�WKH�KLJKHU�RSSRUWXQLW\�FRVW�RI�EHDULQJ�FKLOGUHQ�IRU�D�

VXFFHVVIXO� IHPDOH�PLFURHQWUHSUHQHXU�� UHODWLYH� WR� D�ZRPHQ� HPSOR\HG�RQO\� LQ�KRXVHKROG�RU�

IDUP� DFWLYLWLHV� DQG� ZKHUH� WKH� FKLOG� PD\� EH� D� PRUH� LPSRUWDQW� VRXUFH� RI� ODERU�� � $OVR�� DV�

ZRPHQ
V�LQFRPH�ULVHV��FKLOG�PRUWDOLW\�UDWHV�XVXDOO\�IDOO��OHVVHQLQJ�WKH�QHHG�RU�GHVLUH�WR�EHDU�

DV�PDQ\�FKLOGUHQ���

������������������������������������������������������
���:RUOG�5HVRXUFHV�,QVWLWXWH��:5,����������S�����
���,ELG�������
���6FKXOHU��+DVKHPL�DQG�5LOH\���������
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7KHUH�PD\��KRZHYHU��EH�DQ�HYHQ�PRUH�GLUHFW�DYHQXH�RI�LQIOXHQFH�IURP�PLFURFUHGLW�

WR� UHSURGXFWLYH� FRQWURO� WKDW� ZRXOG� H[SODLQ� FDVHV� OLNH� %DQJODGHVK� ZKHUH� IHUWLOLW\� UDWHV� DUH�

SOXPPHWLQJ� WKRXJK�PRUWDOLW\� UDWHV� DUH�QRW�� � 6RPH�0)2V� DOVR�SURYLGH�� LQGHHG�HQFRXUDJH��

IDPLO\� SODQQLQJ� HGXFDWLRQ� DV� SDUW� RI� WKHLU� SURJUDP� DQG� UHJXODU�PHHWLQJV�� ,W� PD\� EH� WKDW�

HLWKHU� WKHLU� QHZ� HFRQRPLF� SRZHU�� QHZ� LQIRUPDWLRQ�� RU� QHZ� VXSSRUW� V\VWHP�� KDV� DOORZHG�

ZRPHQ�WR� WDNH�PRUH�FRQWURO�RYHU�FKLOGEHDULQJ�GHFLVLRQV��3DUWLFLSDQWV�ZLWK�WKH�%DQJODGHVK�

5XUDO� $GYDQFHPHQW� &RPPLWWHH� �%5$&�� DQG� *UDPHHQ� %DQN�� IRU� H[DPSOH�� DUH� IDU� PRUH�

OLNHO\�WR�SUDFWLFH�FRQWUDFHSWLRQ�WKDQ�WKH�QDWLRQDO�DYHUDJH��

7KH� HQYLURQPHQWDO� UHVRXUFH� LPSOLFDWLRQV� RI� UHGXFHG� IHUWLOLW\� DUH� UHDVRQDEO\�

XQDPELJXRXV�� � IHZHU� FKLOGUHQ� XVXDOO\�PHDQ� OHVV� UHVRXUFH� FRQVXPSWLRQ� DQG� OHVV�ZDVWH�� � ,I�

IHUWLOLW\� LV� GHFOLQLQJ� EHFDXVH� RI� LQFUHDVLQJ� LQFRPH�� KRZHYHU�� LW� PD\� EH� WKDW� WKRXJK� WRWDO�

FRQVXPSWLRQ� LV� IDOOLQJ�� SHU� FDSLWD� FRQVXPSWLRQ� LV� ULVLQJ�� � $V� DOZD\V�� WKH� QHW� HIIHFW� DOVR�

GHSHQGV�RQ�KRZ�WKH�FRPSRVLWLRQ�RI�DFWLYLWLHV�FKDQJHV��QRW�VLPSO\�WKH�OHYHO��

�

,,���*URXS�/HQGLQJ��6RFLDO�&DSLWDO�DQG�+XPDQ�&DSLWDO�(IIHFWV�

�
7KH�OHDVW�H[SORUHG�RXWFRPH�RI�PLFURFUHGLW�LV�WKH�SURGXFWLRQ�RI�VRFLDO�FDSLWDO�DULVLQJ�

IURP� JURXS�EDVHG� PLFURILQDQFH� SURJUDPV���� � 6RFLDO� FDSLWDO� LV� ´WKH� LQVWLWXWLRQV�� WKH�

UHODWLRQVKLSV��WKH�DWWLWXGHV�DQG�YDOXHV�WKDW�JRYHUQ�LQWHUDFWLRQV�DPRQJ�SHRSOH�DQG�FRQWULEXWH�

WR�HFRQRPLF�DQG�VRFLDO�GHYHORSPHQW�µ���,QWHUHVW�LQ�VRFLDO�FDSLWDO·V�UROH�LQ�HFRQRPLF�JURZWK�

KDV�EHHQ�JURZLQJ�VLQFH�WKH�ZRUN�RI�5REHUW�3XWQDP��������DQG�-DPHV�&ROHPDQ���������

6RFLDO� FDSLWDO� FDQ� EH� FRQFHLYHG� RI� DV� QHWZRUNV� RI� KRUL]RQWDO� DQG� YHUWLFDO� OLQNDJHV���

+RUL]RQWDO�OLQNDJHV�DUH�JHQHUDOO\�FRQVLGHUHG�WKRVH�SRVLWLYH�VRFLDO�QHWZRUNV�WKDW�FRQWULEXWH�WR�

WKH�RYHUDOO�SURGXFWLYLW\�RI�D�FRPPXQLW\��VXFK�DV�YROXQWHHU�DVVRFLDWLRQV��&ROHPDQ�DGGHG�WKH�

QRWLRQ�RI�YHUWLFDO�OLQNDJHV��´FKDUDFWHUL]HG�E\�KLHUDUFKLFDO�UHODWLRQVKLSV�DQG�DQ�XQHTXDO�SRZHU�

GLVWULEXWLRQ�DPRQJ�PHPEHUV�µ���DQG�DOORZHG�IRU�VRFLDO�FDSLWDO�WR�SURGXFH�QHJDWLYH�DV�ZHOO�DV�

SRVLWLYH� DVVRFLDWLRQV�� GHSHQGLQJ� RQ� LWV� IXQFWLRQ�� ���� $� JLYHQ� IRUP� RI� VRFLDO� FDSLWDO� WKDW� LV�

YDOXDEOH� LQ� IDFLOLWDWLQJ� FHUWDLQ� DFWLRQV�PD\�EH�XVHOHVV�RU� HYHQ�KDUPIXO� IRU�RWKHUV���� �2OVRQ�

������������������������������������������������������
���%DVWHODHU���������
���7KH�:RUOG�%DQN�6RFLDO�&DSLWDO�,QLWLDWLYH�:RUNLQJ�3DSHU�1R�����S������
���*URRWDHUW�����������
���&ROHPDQ����������S������
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������� DQG� 1RUWK� ������� HPSOR\� D� PRUH� HQFRPSDVVLQJ� YLHZ� RI� VRFLDO� FDSLWDO� WR� LQFOXGH�

LQIRUPDO�DQG�IRUPDO�LQVWLWXWLRQV�WKDW�JRYHUQ�KRZ�LQGLYLGXDOV�UHODWH���

,W�LV�IDLUO\�ZHOO�XQGHUVWRRG�KRZ�PLFURILQDQFH�SURJUDPV�XVH�WKH�H[LVWLQJ�QHWZRUNV�RI�

KRUL]RQWDO� DVVRFLDWLRQV� WR� ORZHU� VRPH� LQIRUPDWLRQ� DQG� WUDQVDFWLRQ� FRVWV�� %DVWHODHU� �������

DOVR� QRWHV� WKH� LPSRUWDQFH� RI� KLHUDUFKLFDO� UHODWLRQVKLSV�� LQFOXGLQJ� UHODWLRQVKLSV� EHWZHHQ�

ERUURZHUV� DQG� OHQGHUV� WKDW� EHFRPH� SHUVRQDO� WKURXJK� UHJXODU�PHHWLQJV� DQG�RU� WKDW� FUHDWH�

WUDGLWLRQDO� SDWURQ�FOLHQW� UHODWLRQVKLSV� DQG� WKH� QHHG� WR� GHPRQVWUDWH� DOOHJLDQFH�� DQG�

UHODWLRQVKLSV�EHWZHHQ�0)2V�DQG�ORFDO�RU�QDWLRQDO�JRYHUQPHQWV����

/HVV� ZHOO� XQGHUVWRRG� LV� KRZ� 0)2V� FUHDWH� QHZ� VRFLDO� FDSLWDO�� � 0LFURILQDQFH�

SURJUDPV� XVH� H[LVWLQJ� VRFLDO� FDSLWDO�� SDUWLFXODUO\� LQ� WKHLU� JURXS� OHQGLQJ� WHFKQLTXHV�� EXW�

DUJXDEO\� DOVR� FUHDWH� QHZ� VRFLDO� FDSLWDO� WKURXJK� WKHLU� PHHWLQJV� DQG� RWKHU� VHUYLFHV��

´PLFURILQDQFH� KDV� WKH� SRWHQWLDO� WR� HQDEOH� FROOHFWLYH� DFWLRQ�� WKH� FRPLQJ� WRJHWKHU� RI� WKH�

FRPPXQLW\�� DQG� PRUH� VXVWDLQDEOH� FRPPXQLW\�EDVHG� RUJDQL]DWLRQV«,Q� DV� IDU� DV�

PLFURILQDQFH� LQWHUYHQWLRQV� DOORZ� WR� LQYHVW� LQ� HGXFDWLRQ� DQG� WUDLQLQJ�� PHPEHUV� RI� WKH�

FRPPXQLW\� FDQ� DFTXLUH� VNLOOV� WKDW� ZLOO� DOORZ� WKHP� WR� ORFDOO\� GHVLJQ�� GHYHORS� DQG�PDQDJH�

FRPPXQLW\�SURMHFWV�µ�����

,Q� YLOODJHV� ZKHUH� PHPEHUV� DUH� PHHWLQJ� ZHHNO\� DV� D� FRQGLWLRQ� RI� WKHLU� ORDQ�� WKH�

DGGLWLRQDO� FRVWV� RI� FROOHFWLYH� DFWLRQ� IRU� RWKHU� YLOODJH� XQGHUWDNLQJV�� PDQ\� RI� ZKLFK� DUH�

FRPPRQ� SRRO� UHVRXUFH�EDVHG�� LV� VLJQLILFDQWO\� ORZHU�� &RPPXQLFDWLRQ� DPRQJ� SDUWLFLSDQWV�

JUHDWO\� LQFUHDVHV� WKH� FKDQFHV�RI� VXFFHVVIXO� FROOHFWLYH� DFWLRQ��2VWURP��*DUGQHU� DQG�:DONHU�

�������KDYH�VKRZQ�LQ�D�VHULHV�RI�H[SHULPHQWV�WKDW�JLYHQ�WKH�ULJKW�LQVWLWXWLRQDO�IUDPHZRUN�WR�

FRPPXQLFDWH� ´SOD\HUV� VXFFHVVIXOO\�XVHG� WKH�RSSRUWXQLW\� ���� WR�FDOFXODWH� FRRUGLQDWHG�\LHOG�

LPSURYLQJ�VWUDWHJLHV�� ���� WR�GHYLVH�YHUEDO�DJUHHPHQWV�WR�LPSOHPHQW�WKHVH�VWUDWHJLHV��DQG�����

WR� GHDO� ZLWK� QRQFRQIRUPLQJ� SOD\HUV�µ��� %DVWHODHU� ������� DOVR� DUJXHV� WKDW� VRFLDO� FDSLWDO� LV�

FUHDWHG�ZKHQ�0)2V�VXFK�DV� WKH�*UDPHHQ�%DQN�DQG� LWV� UHSOLFDWRUV� UHTXLUH�DOO�PHPEHUV�WR�

HQJDJH� LQ� WKH� VDPH� EHKDYLRU� HYHU\� ZHHN�� VXFK� DV� UHSHDWLQJ� WKH� OLVW� RI� GHFLVLRQV� WKDW�

DFFRPSDQ\� JURXS�PHPEHUVKLS�� 7KLV� URXWLQL]DWLRQ� FUHDWHV� D� FRUSRUDWH� FXOWXUH�� RU� FXOWXUDO�

KDELW��

������������������������������������������������������
��)RU� H[DPSOH�� WKH� *UDPHHQ� %DQN·V� FORVH� UHODWLRQVKLS� ZLWK� WKH� *RYHUQPHQW� RI� %DQJODGHVK� LV� PDLQWDLQHG�
WKURXJK� JRYHUQPHQW�RIILFLDOV�ZKR� VLW� RQ�*UDPHHQ·V� ERDUG�� �(YDQV� �������ZULWHV� DERXW� WKH� V\QHUJ\�EHWZHHQ�
ORFDO� JRYHUQPHQW� DQG� D�*UDPHHQ� UHSOLFDWRU� LQ�9LHWQDP�� �0RVW�PLFURFUHGLW� SURJUDPV� LQ�9LHWQDP� DOVR�ZRUN�
WKURXJK�WKH�SRZHUIXO�9LHWQDP�:RPHQ·V�XQLRQ����
���6FKULHGHU�������������
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$V�2VWURP��������DQG�RWKHUV�KDYH�QRWHG��LW�WDNHV�HIIRUW�DQG�HQHUJ\�WR�FUHDWH�VRFLDO�

FDSLWDO���*URXS�EDVHG�PLFURILQDQFH�FDQ�ORZHU�WKH�FRVWV�RI�PRQLWRULQJ�DQG�HQIRUFLQJ�H[LVWLQJ�

UXOHV� DQG� QRUPV�� DQG� DOVR� WKH� FRVWV� RI� FUDIWLQJ� QHZ� UXOHV� ��� LQYHVWLQJ� LQ� VRFLDO� FDSLWDO����

5HJXODU� PHHWLQJV�� UHSHDW� LQWHUDFWLRQ�� DQG� FRPPRQ� FUHGLW� JRDOV� FDQ� IDFLOLWDWH� WKH�

FRPPXQLFDWLRQ��NQRZOHGJH�DERXW�IHOORZ�DFWRUV��FRPPRQ�XQGHUVWDQGLQJ�DERXW�WKH�LQFHQWLYH�

VWUXFWXUH�� DQG� WUXVW� SUHUHTXLVLWH� WR� FROOHFWLYH� DFWLRQ���� � %\� QDWXUH� RI� LWV� FUHGLW� DFWLYLWLHV��

PLFURILQDQFH�DGGV� IXUWKHU� LQFHQWLYHV� IRU�FRRSHUDWLRQ�E\� LQFUHDVLQJ� WKH�DQWLFLSDWHG�SD\RIIV��

DQG�ORZHULQJ�GLVFRXQW�UDWHV���

,W� VHHPV� OHVV� OLNHO\� WKDW�PLFURILQDQFH�PHHWLQJV�SHU� VH�ZRXOG�EH�XVHG� WR�GHWHUPLQH�

FROOHFWLYH�FKRLFH�UXOHV��DV�PXFK�DV�WKH\�ZRXOG�EH�XVHG�WR�PRQLWRU�DQG�DPHQG�WKH�GD\�WR�GD\�

RSHUDWLRQDO� UXOHV� JRYHUQLQJ�&35�XVH���� �7KLV� LV�EHFDXVH� WKH�PLFURILQDQFH�SDUWLFLSDQWV�PD\�

RQO\�EH�D�VXEVHW��WKRXJK�DUJXDEO\�DQ�LPSRUWDQW�RQH��RI�WKH�ORFDO�&35�XVHUV��DQG�EHFDXVH�LQ�

PDQ\�FDVHV�WKH\�DUH�OLNHO\�WR�EH�ZRPHQ���,I��DV�LV�RIWHQ�WKH�FDVH��WKH�ZRPHQ�DUH�SULPDU\�XVHUV�

RI�WKH�ORFDO�&35��PLFURILQDQFH�DFWLYLWLHV�PD\�SURYLGH�D�FRQGXLW�IRU�FKDQJLQJ�WKH�RSHUDWLRQDO�

UXOHV�DPRQJ�WKHPVHOYHV��

�
+++��'/2+4+%#.�5722146��

�

:H� FRQGXFWHG� D� VXUYH\� RI� WKH� SDUWLFLSDQWV� RI� WKH� ����� 0LFURFUHGLW� 6XPPLW� DQG�

TXHULHG�WKHP�RQ�PDQ\�DVSHFWV�RI�WKH�ZRUNLQJV�RI�WKHLU�RUJDQL]DWLRQV���$PRQJ�PDQ\�RWKHU�

TXHVWLRQV�� SDUWLFLSDQWV� ZHUH� DVNHG�ZKDW� SHUFHQWDJH� RI� WKHLU� FOLHQWV� ZHUH� ZRPHQ�� ZKHWKHU�

WKH\�XVHG�JURXS�RU� LQGLYLGXDO� ORDQV�� WKH�HQYLURQPHQWDO� LPSDFW��LI�DQ\��RI�WKH�PLFURILQDQFH�

DFWLYLWLHV� LQ� WKHLU� DUHD�� DV� ZHOO� DV� WKH� SDUWLFLSDQWV� EHLQJ� DVNHG� WR� OLVW� DQG� UDQN� WKH� PRVW�

LPSRUWDQW� LPSDFWV� WKH\� IHOW� WKHLU� FUHGLW� DQG� RWKHU� ILQDQFLDO� VHUYLFHV� SURYLGHG�� � 7KH� GDWD�

FROOHFWHG�LV�TXLWH�LQIRUPDWLYH�DERXW�SHUFHSWLRQV��RI�ERWK�WKH�HIIHFW�RI�PLFURILQDQFH�DFWLYLWLHV�

RQ�WKH�HQYLURQPHQW�DQG�WKH�SHUFHLYHG�LPSRUWDQFH�RI�VRFLDO�FDSLWDO�LQ�0)2�RSHUDWLRQV���

� $V�PHQWLRQHG�SUHYLRXVO\��RI�WKH�����WRWDO�UHVSRQGHQWV���������SHUFHQW��IHOW�WKDW�WKHUH�

ZDV�QR�GLVFHUQDEOH�LPSDFW�RQ�WKH�HQYLURQPHQW�RU�QDWXUDO�UHVRXUFH�XVH�IURP�WKH�FUHGLW�WKH\�

SURYLGHG���2I�WKH����0)2V�ZLWK�D����SHUFHQW�RU�KLJKHU�UXUDO�FOLHQWHOH���DV�RSSRVHG�WR�XUEDQ�

��������������������������������������������������������������������������������������������������������������������������������������������������������������
���(OLQRU�2VWURP��5R\�*DUGQHU��	�-DPHV�:DONHU��������S�������
���2VWURP�������������
���2VWURP������������
���2VWURP�������
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RU�SHU�XUEDQ����������SHUFHQW��VDLG�WKDW�WKH\�IHOW�WKDW�WKHUH�ZDV�DQ�HQYLURQPHQWDO�LPSDFW�DQG�

�������SHUFHQW��IHOW�WKDW�WKHUH�ZDV�QRQH���

� 2I� WKRVH� UXUDO� 0)2V� WKDW� UHSRUWHG� VRPH� VRUW� RI� GLVFHUQDEOH� LPSDFW�� WKH� W\SH� RI�

LPSDFW�UHSRUWHG�ZDV�ERWK�QHJDWLYH�DQG�SRVLWLYH���

�

3RWHQWLDOO\�SRVLWLYH�IRU�HQYLURQPHQW� � � 3HUFHQWDJH�UHVSRQGLQJ�´<HVµ��
��� /HVV�GHIRUHVWDWLRQ� � � � � � � ����� �
��� ,QFUHDVHG�RUJDQLF�IDUPLQJ�PHWKRGV� � � � �� �����
��� ,QFUHDVHG�FURS�URWDWLRQ� � � � � � �����
��� ,QFUHDVHG�XVH�RI�LQWHJUDWHG�SHVW�PDQDJHPHQW� � � �� ����� �
3RWHQWLDOO\�QHJDWLYH�IRU�HQYLURQPHQW�
��� )XHO�XVH�KDV�LQFUHDVHG� � � � � � ������
��� 0RUH�GHIRUHVWDWLRQ� � � � � � � ������
��� 'HFUHDVHG�FURS�URWDWLRQ� � � � � � ������� � � �
$PELJXRXV�
��� ,QFUHDVHG�FKHPLFDO�IHUWLOL]HU�XVH� � � � � ������
��� ,QFUHDVHG�FKHPLFDO�SHVWLFLGH�XVH� � � � � ������
��� 0RUH�LUULJDWLRQ� � � � � � � ���������
��� /HVV�ZDWHU�XVH�� � � � � � � ������
��� 0RUH�ZDWHU�XVH� � � � � � � ������
��� )XHO�VRXUFH�KDV�FKDQJHG� � � � � � ������ � �

� � � � �
� �

2I�WKH�WRS�IRXU�LPSDFWV��WKHQ��´PRUH�ZDWHU�XVHµ�LV�DPELJXRXV�DV�WR�ZKHWKHU�LW�LQGLFDWHV�

D�SRVLWLYH�RU�QHJDWLYH�HQYLURQPHQWDO� LPSDFW��EXW�WKH�RWKHU�WKUHH�DSSHDU�WR�EH�SRVLWLYH��OHVV�

GHIRUHVWDWLRQ�� LQFUHDVHG�RUJDQLF� IDUPLQJ�PHWKRGV�� DQG� LQFUHDVHG� FURS� URWDWLRQ�� �:KLOH� WKH�

QHW�HQYLURQPHQWDO�HIIHFW�PD\�VWLOO�EH�QHJDWLYH��VXFK�SRVLWLYH�RYHUDOO�UHVXOWV�VKRZ�WKDW�FHUWDLQ�

PLFURILQDQFH� SURJUDPV� PD\�� LQ� IDFW�� OHQG� WKHPVHOYHV� WR� VXVWDLQDEOH� &35� XVH�� DW� OHDVW� LQ�

FHUWDLQ� UHJDUGV�� � 7KH�0)2V� WKHPVHOYHV�PD\� UHFRJQL]H� WKLV�� WR� DQ� H[WHQW��� $� OLWWOH� RYHU� D�

TXDUWHU�RI�WKH�WRWDO�0)2V�OLVWHG�LPSURYLQJ�WKH�HQYLURQPHQW�DV�RQH�RI�WKHLU�PRVW�LPSRUWDQW�

LPSDFWV��

7KH�UHVXOWV�DUH�DOVR�HQFRXUDJLQJ� LQ�UHODWLRQ�WR�VRFLDO�FDSLWDO��0)2V�ZHUH�DVNHG��´:KDW�

DUH�WKH�PRVW�LPSRUWDQW�LPSDFWV�RI�WKH�FUHGLW�DQG�RWKHU�ILQDQFLDO�VHUYLFHV�\RXU�RUJDQL]DWLRQ�

SURYLGHV"µ�2XW�RI�WKH�IROORZLQJ�OLVW��WKH\�ZHUH�DVNHG�WR�UDQN�DOO�RI�WKH�LPSDFWV�WKDW�WKH\�IHOW�

DSSOLHG� WR� WKHLU� RUJDQL]DWLRQ���EHLQJ�PRVW� LPSRUWDQW����EHLQJ� WKH� VHFRQG�PRVW� LPSRUWDQW��

HWF���� � GHYHORS� ILQDQFLDO� VNLOOV�� FUHDWH� MREV�� LPSURYH� LQFRPHV�� UHGXFH� IHUWLOLW\�� LPSURYH�

HQYLURQPHQW��FUHDWH�EXVLQHVV�VNLOOV��DQG�VRFLDO�FRKHVLRQ���2I�WKH�����ZKR�UHVSRQGHG��DOPRVW�

H[DFWO\����SHUFHQW������OLVWHG�VRFLDO�FRKHVLRQ�DV�RQH�RI�WKH�PRVW�LPSRUWDQW�LPSDFWV�WKH\�IHOW�
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WKHLU� ILQDQFLDO� VHUYLFHV�SURYLGHG�� �2I� WKHVH� UHVSRQGHQWV�� ���SHUFHQW� IHOW� LW�ZDV� WKH� ILUVW� RU�

VHFRQG�PRVW�LPSRUWDQW�LPSDFW�WKH\�SURYLGHG����

$QHFGRWHV�WKDW�VXSSRUW�WKHVH�H[SHULPHQWDO�ILQGLQJV�DERXQG�LQ�WKH�ILHOG���&ROOHFWLYH�

DFWLRQ� FDQ� LQFUHDVH� WKH� SURYLVLRQ� RI� SXEOLF� JRRGV� VXFK� DV� LUULJDWLRQ�� FURS� LQVXUDQFH�� DQG�

VDQLWDWLRQ���,W�LV�DOVR�YLWDO�IRU�LPSURYLQJ�WKH�PDQDJHPHQW�RI�FRPPRQ�SRRO�UHVRXUFHV��&35V���

VXFK�DV�JUD]LQJ�ODQGV��JURXQGZDWHU�EDVLQV��ILVKHULHV��DQG�FRPPXQLW\�IRUHVWV��,Q�WKH�:HVWHUQ�

)RUHVW�&RPSOH[� LQ�7KDLODQG�� IRU�H[DPSOH��JURXS�PHHWLQJV� IDFLOLWDWHG�E\�3',�ZHUH�XVHG�WR�

UHSRUW�RQ� IRUHVW�EXUQLQJ�DFWLYLW\� DQG�FRRUGLQDWH�YLOODJH� UHVSRQVHV� WR�VXSSRUW�GHIRUHVWDWLRQ�

PHDVXUHV��,Q�WKH�3KLOLSSLQHV��%D\DQ�UHSRUWV�D�FRUUHODWLRQ�EHWZHHQ�PLFURILQDQFH�DFWLYLW\�LQ�D�

YLOODJH�DQG�WKH�FOHDQOLQHVV�RI�SXEOLF�VSDFHV�� �,Q�DOO�RI�WKHVH�FDVHV��WKH�VFDOH�RI�PLFURFUHGLW·V�

LQIOXHQFH�RQ�HQYLURQPHQWDO�UHVRXUFHV�EHFRPHV�PXFK�PRUH�DSSDUHQW��,Q�0DGDJDVFDU��DFFHVV�

WR� PHPEHU�EDVHG� ILQDQFLDO� LQVWLWXWLRQV� HQFRXUDJHG� DJULFXOWXUDO� LQWHQVLILFDWLRQ� E\�

LQFUHDVLQJ� ORZODQG� ULFH� \LHOGV� DQG� XSODQG� VRLO� IHUWLOLW\�� � ,QFUHDVHG� DFFHVV� WR� FDSLWDO��

KRZHYHU��DOVR�LQFUHDVHG�XSODQG�IDUPLQJ�RSSRUWXQLWLHV��WKRXJK�RQ�QHW��DQ�LQFUHDVH�RI����

RI� KRXVHKROGV� LQYROYHG� ZLWK� PLFURILQDQFH� RUJDQL]DWLRQV� GHFUHDVHG� XSODQG� XVH� E\�

��������

�

%CUG�5VWF[��&GHQTGUVCVKQP�KP�8KGVPCO�

,QWURGXFWLRQ��9LHWQDP·V�)RUHVWV��

,Q�9LHWQDP��WKH�IRUHVWV�´SURYLGH�VXEVLVWHQFH�SURGXFWV�GLUHFWO\�DQG�LQGLUHFWO\�WR�PRVW�

RI�WKH�UXUDO�SRSXODWLRQ�DQG�JHQHUDWHV�ZRUN�RSSRUWXQLWLHV�IRU�PRUH�WKDQ����PLOOLRQ�SHRSOH�µ����

6LQFH�9LHWQDP�KDV�D� WRWDO�SRSXODWLRQ�RI�RQO\������������ �-XO\������HVW������ WKLV�PHDQV� WKDW�

RYHU�D�WKLUG�RI�WKH�WRWDO�SRSXODWLRQ�GHSHQGV�XSRQ�WKH�IRUHVWV�IRU�VXUYLYDO���$FFRUGLQJ�WR�WKH�

9LHWQDPHVH�JRYHUQPHQW��9LHWQDP�KDV�FORVH�WR����PLOOLRQ�KHFWDUHV��KD��RI�ODQG��RI�ZKLFK���

PLOOLRQ� KD� DUH� FODVVLILHG� DV� DJULFXOWXUDO� ODQG�� ���PLOOLRQ� KD� DV� IRUHVW� DQG� ���PLOOLRQ� KD� DV�

´XQXVHGµ�ODQG�����

'HIRUHVWDWLRQ�LV�KDSSHQLQJ�DW�D�PXFK�IDVWHU�UDWH�WKDQ�UHIRUHVWDWLRQ��DQG��EHFDXVH�RI�

WKLV�SUREOHP��9LHWQDP�LV�IDFLQJ�PDQ\�QHJDWLYH�HFRORJLFDO�FRQVHTXHQFHV���'HIRUHVWDWLRQ�OHDGV�

WR��

������������������������������������������������������
���=HOOHU�HW��DO��
���+LQHV����������S����
���&,$�9LHWQDP�)DFWERRN����
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VHULRXV� HQYLURQPHQWDO� GHJUDGDWLRQ�� LQFOXGLQJ� GHHS� JXOO\� HURVLRQ�� ORVV� RI� WRSVRLO��
KXPXV��DQG�VRLO�IHUWLOLW\��DQG�GU\LQJ�XS�RI�ZDWHU�VRXUFHV�GXULQJ�WKH�GU\�VHDVRQ��1RW�
RQO\� GRHV�GHJUDGDWLRQ� UHVXOW� LQ� DOPRVW� WRWDO� ORVV�RI� ORFDO� SURGXFWLYLW\�� LW�PD\� DOVR�
KDYH�GLVDVWURXV� FRQVHTXHQFHV� LQ�GRZQVWUHDP�DJULFXOWXUDO� DUHDV��GXH� WR�GHVWUXFWLYH�
IODVK�IORRGV�DQG�VLOWDWLRQ�RI�GDPV��UHVHUYRLUV��DQG�LUULJDWLRQ�FDQDOV����

�

)ORRGLQJ� KDV� EHHQ� D� SDUWLFXODUO\� VHULRXV� DQG�SUHYDOHQW�SUREOHP�� � �7KH�SDVW� \HDU�KDV�EHHQ�

HVSHFLDOO\�GLIILFXOW�IRU�FHQWUDO�FRDVW�RI�9LHWQDP���7KH\�ZHUH�KLW�E\�WZR�PDMRU�IORRGV�ZLWKLQ�

WKH�VSDFH�RI�WZR�PRQWKV��KXQGUHGV�ZHUH�NLOOHG�DQG�WHQV�RI�WKRXVDQGV�KDG�WR�EH�HYDFXDWHG����

,W� LV�XQGHUVWDQGDEOH� WKDW��ZKHQ�VXUYH\HG��RQH�YLOODJH� LQ� WKH�7KDFK�+D�'LVWULFW�RI�9LHWQDP�

OLVWHG� QDWXUDO� GLVDVWHUV� DV� KLJKHVW� RQ� D� OLVW� RI� SUREOHPV� IDFLQJ� WKH� DUHD�� � )RU� WKHP��

HQYLURQPHQWDO� GHJUDGDWLRQ� DQG� LWV� VHULRXV� HIIHFWV� DUH� QRW� DEVWUDFW� FRQFHSWV�� � 2Q� WKH�

FRQWUDU\�� LW�PHDQV� WKH� GLIIHUHQFH� EHWZHHQ� OLIH� DQG� GHDWK�� DQG�� DV� D� UHVXOW� SHRSOH� DUH�� DV� D�

ZKROH��UHFHSWLYH�WR�RSSRUWXQLWLHV�WKDW�ZLOO�EULQJ�WKHP�JUHDWHU�VHFXULW\����

��

3RYHUW\��)XHOZRRG�DQG�'HIRUHVWDWLRQ�

0DQ\�RI� WKH� FKDOOHQJHV� WKDW� DUH� DSSDUHQW� LQ�9LHWQDP�DUH�� LQ� IDFW�� H[LVWHQW� LQ�PDQ\�

RWKHU�GHYHORSLQJ�FRXQWULHV�LQ�WKH�ZRUOG���/LNH�RWKHU�FRXQWULHV��LW�VWUXJJOHV�ZLWK�ILQGLQJ�D�ZD\�

RI�EDODQFLQJ�HFRQRPLF�OLEHUDOL]DWLRQ�DQG�SULYDWL]DWLRQ��D�JURZLQJ�SRSXODWLRQ�ZLWK�IRRG��IXHO�

DQG�VRFLDO�QHHGV�WKDW�DUH�YHU\�PXFK�WLHG�XS�LQ�ODQG�DQG�IRUHVWV��DQG�WKH�QHHG�WR�SURWHFW�LWV�

ELRGLYHUVLW\�DQG�HQYLURQPHQWDO�EDODQFH���9LHWQDP��ZLWK�DOPRVW����SHUFHQW�RI�LWV�SHRSOH�OLYLQJ�

EHORZ� WKH� SRYHUW\� OLQH�� H[SHULHQFHV� GHIRUHVWDWLRQ� LQ� SDUW� EHFDXVH� SHRSOH�ZKR� OLYH� RQ� WKH�

HFRQRPLF�PDUJLQ�RIWHQ�WXUQ�WR�H[SORLWLQJ�WKH�IRUHVW�LQ�RUGHU�WR�VXUYLYH���7KLV�RIWHQ�WDNHV�WKH�

IRUP� RI� VHOOLQJ� WKHLU� ODERU� IRU� IXHOZRRG� FROOHFWLRQ� RU� FROOHFWLQJ� LQGHSHQGHQWO\� DQG� VHOOLQJ�

WKHLU�ZRRG�WR�PLGGOHPHQ���7KH�FRQWULEXWLRQ�RI�IXHOZRRG�FROOHFWLRQ�WR�WKH�GHIRUHVWDWLRQ�RI�

9LHWQDP� LV�KXJH�� �'HERUDK�+LQHV�� D� VFKRODU� IRU� WKH�8QLWHG�1DWLRQV� UHSRUWV� WKH� IROORZLQJ�

FDXVHV�RI�GHIRUHVWDWLRQ�E\�UHJLRQ����

 fire damage encroachment 
and shifting 
cultivation 

fuelwood loggin
g 

total w/o fuelwood 

Northern Mountains 0 35 115 17 52 
Northern Midlands 0 10 11 23 33 
Red River Delta 0 0 33 5 5 
North Central Coast 1 7 96 4 12 

��������������������������������������������������������������������������������������������������������������������������������������������������������������
���$VLDQ�'HYHORSPHQW�%DQN����������S�����
���/H�7URQJ�&XF��������S����
���+LQHV��S����
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South Central Coast 0 15 46 4 19 
Central Highlands 4 95 69 8 107 
N.E. Of Mekong 2 15 78 4 21 
Mekong Delta 11 95 32 13 27 
Total 17 180 482 78 275 
�

�

� &OHDUO\� ORJJLQJ� SOD\V� WKH� ELJJHVW� UROH� LQ� WKH� GHIRUHVWDWLRQ� RI� WKH� 1RUWKHUQ�

0LGODQGV�� DQG� HQFURDFKPHQW� DQG� VKLIWLQJ� FXOWLYDWLRQ� SOD\� WKH� ODUJHVW� LQ� WKH� &HQWUDO�

+LJKODQGV�� EXW� IXHOZRRG� FROOHFWLRQ� LQ� ERWK� RI� WKHVH� UHJLRQV� LV� WKH� VHFRQG� ELJJHVW�

FRQWULEXWRU�DQG��LQ�WKH�UHVW�RI�WKH�FRXQWU\��LW�FODLPV�WKH�PDMRULW\�RI�WKH�UHVSRQVLELOLW\�IRU�

GHIRUHVWDWLRQ��

� 6R� IDU�� IHZ� VWXGLHV� RU� JRYHUQPHQW� SROLFLHV� KDYH� FHQWHUHG� RQ� WKH� SUREOHP� RI�

IXHOZRRG� FROOHFWLRQ�� SUHIHUULQJ� WR� IRFXV� RQ� VODVK� DQG� EXUQ� RU� VKLIWLQJ� FXOWLYDWLRQ��

DGGUHVVHG�ZLWK�UHVHWWOHPHQW�DQG�HGXFDWLRQDO�SROLFHV��3DUW�RI�WKH�UHDVRQ�VHHPV�WR�EH�WKDW�

IXHOZRRG�FROOHFWLQJ�DV�DQ�LQIRUPDO�PDUNHW�DFWLYLW\�LV�YHU\�GLIILFXOW�WR�HVWLPDWH���$�PRUH�

FHQWUDO�UHDVRQ��KRZHYHU��LV�WKDW�SROLF\�PDNHUV�VHH�DQ�LQFUHDVH�LQ�IXHOZRRG�FROOHFWLRQ�DV�

DQ� LQHYLWDEOH� UHVXOW� RI� SRSXODWLRQ� JURZWK� DQG� D� ULVH� LQ� KRXVHKROG� FRQVXPSWLRQ�� <HW�

PXFK�RI�WKH�ULVLQJ�GHPDQG�VHHPV�WR�EH�FRPLQJ�IURP�LQGXVWU\��UDWKHU�WKDQ�KRXVHKROGV���

7KH�GHPDQG� IRU� IHXOZRRG� IRU� LQGXVWULDO� DQG�XUEDQ�SXUSRVHV�KDV� VSXUUHG� WKH� JURZWK�RI� D�

VSUDZOLQJ�LQIRUPDO�PDUNHW��FRPSRVHG�RI�FDVK�GHVSHUDWH�UXUDO�FLWL]HQV���$V�HDUO\�DV������WKH�

)$2�VWDWHG�WKDW�

QXPHURXV�UHSRUWV�GHVFULEH�SURJUHVVLYH�UHGXFWLRQ�RI� IRUHVW�DUHD�E\�UXUDO�ZRRG�KDUYHVWHUV�
ZKR�JDWKHU� IXHOZRRG�IRU�WKHLU�RZQ�XVH�DQG�IRU�FDVK�VDOH�WR�VXSSOHPHQW�WKHLU�KRXVHKROG�
LQFRPH�� �7KH�SURFHVV� LV�FOHDUO\�YLVLEOH��HVSHFLDOO\�DORQJ� WKH�PDLQ�URDG� WKURXJK�/DQJ�6RQ�
3URYLQFH� DQG� DORQJ� WKH�PDLQ�QRUWK�VRXWK�KLJKZD\�RQ� WKH�KLOOV�RI�GHQVHO\� VHWWOHG�FRDVWDO�
ODQGV��QRWDEO\�LQ�7KDQK�+RD�DQG�1JKH�7LQK�SURYLQFHV���,Q�PDQ\�SODFHV��WKHUH�DUH�GLVWLQFW�
IRRW� WUDFNV�XS� VWHHS�KLOOVLGHV�XVHG�E\� WKH�JDWKHUHUV��ZKR�IUHTXHQWO\�FDQ�EH�VHHQ�FDUU\LQJ�
ZRRG�WR�URDGVLGHV�IURP�QDWXUDO�IRUHVWV����

�

%\� ������ WKH� DPRXQW� RI� IXHOZRRG� EHLQJ� VROG� RQ� WKH� RSHQ�PDUNHW� ZDV� LQFUHDVLQJ�

GUDPDWLFDOO\�� � ,I�� DV� WKH\� LQGLFDWH� LQ� WKHLU� UHSRUW�� KRXVHKROG� IXHO�ZDV� JDWKHUHG� UDWKHU� WKDQ�

ERXJKW�� WKHQ� ZH� FDQ� DVVXPH� WKDW� JHQHUDOO\� WKH� IXHO� WKDW� ZDV� VROG� ZDV� EHLQJ� XVHG� IRU�

FRPPHUFLDO�SXUSRVHV�� �%\�WKH�PLG�����V��WKH\�GR�QRW�VSHFLI\�H[DFWO\�ZKHQ�WKHLU�GDWD�ZHUH�

FROOHFWHG���WKH\�HVWLPDWHG�WKDW��DERXW�������SHUFHQW�RI�WKH�WRWDO�ILUHZRRG�SURGXFHG�DQQXDOO\�

������������������������������������������������������
���,ELG��S�����



� ��

LV� WUDGHG� RQ� WKH�PDUNHW����� $QG� WKDW�PDUNHW� VHHPV� WR� EH� RYHUZKHOPLQJO\� LQIRUPDO� UDWKHU�

WKDQ� IRUPDO�� � 'HERUDK� +LQHV� RI� WKH� 81'3� QRWHG� WKDW� � �$Q� LQIRUPDO� FROOHFWLRQ� DQG�

GLVWULEXWLRQ� V\VWHP� LV� VWLOO� YHU\�PXFK� LQ� RSHUDWLRQ� LQ�41�'DQDQJ� DV�ZHOO� DV�PDQ\� RI� WKH�

RWKHU�SURMHFW�SURYLQFHV�� �8QDXWKRUL]HG�FXWWHUV�VHOO� WR�XQUHJLVWHUHG�WUDGHUV�ZKR�WKHQ�VHOO� WR�

SULYDWH�ZRRG�SURFHVVRUV������

�

0LFURFUHGLW�DQG�6RFLDO�&DSLWDO�LQ�9LHWQDP�

�

,I� IXHOZRRG�FROOHFWLRQ� LV�� LQGHHG�� UHVSRQVLEOH� IRU� VR�PXFK� IRUHVW�GHJUDGDWLRQ�� WKHQ�

ZKDW�FDQ�EH�GRQH"��2IILFLDOO\�PRQLWRULQJ�DQG�HQIRUFLQJ�D�EDQ�RQ�IXHOZRRG�FROOHFWLRQ�ZRXOG�

EH�WRR�GLIILFXOW��FRVWO\�DQG�FRPSOH[�WR�HQJDJH�LQ�DQG�ZRXOG�IDLO�WR�DWWDFN�WKH�VRXUFH�RI�WKH�

SUREOHP�� � %HFDXVH� SRRU� SHRSOH� XVH� ILUHZRRG� FROOHFWLRQ� DV� D� ZD\� RI� VPRRWKLQJ� LQFRPH�

SUREOHPV��LW�ZRXOG�VHHP�WKDW�LI�WKH�SRRU�KDG�RWKHU�DYHQXHV�WR�VPRRWK�DQG�LQFUHDVH�LQFRPH��

LW� VHHPV� WKH\� ZRXOG� EH� OHVV� OLNHO\� WR� HQJDJH� LQ� VXUUHSWLWLRXV� JUD]LQJ� RI� WKH� IRUHVWV���

)XUWKHUPRUH�� RQFH� WKHLU� GHSHQGHQFH� XSRQ� WKH� IRUHVW� IRU� FDVK�JHQHUDWLQJ� DFWLYLWLHV� ZDV�

UHGXFHG��WKH\�PLJKW�EH�DEOH�WR�ORZHU�WKH�FRVWV�RI�DFWLQJ�FROOHFWLYHO\�WR�PRQLWRU�DQG�HQIRUFH�

UXOHV�DJDLQVW�IRUHVW�H[SORLWDWLRQ��

6RPH�YLOODJHV�LQ�9LHWQDP�WKDW�SRVVHVV�ERWK�D�VWURQJ�VWRFN�RI�VRFLDO�FDSLWDO�DQG�HQRXJK�

HFRQRPLF� DOWHUQDWLYHV� WR� XWLOL]LQJ� &35V� KDYH� VXFFHVVIXOO\� ZRUNHG� ZLWK� RXWVLGH� JURXSV� WR�

FROOHFWLYHO\� SURWHFW� DQG� PRQLWRU� WKHLU� IRUHVWV�� � ,Q� RQH� YLOODJH�� PHHWLQJV� ZHUH� XVHG� WR�

GHPDUFDWH�WKH�DUHD�RI�IRUHVW�WR�EH�SURWHFWHG�DQG�WR�GHWHUPLQH�ILQHV�IRU�YLRODWRUV��

$V�IRUHVW�WUHHV�ZHUH�FXW�GRZQ�HYHQ�LQ�WKH�YLOODJH�IRUHVW��VRPH�YLOODJHUV�EHJDQ�WR�TXHVWLRQ�
WKH� H[SORLWDWLRQ� RI� WKH� QDWXUDO� UHVRXUFH�� � )RUWXQDWHO\�� DW� WKLV� WLPH� WKH� GLVWULFW� RIILFHU� LQ�
/DPSKXQ�ZDV�SURPRWLQJ� IRUHVW�FRQVHUYDWLRQ�� �$�VHULHV�RI�FDPSDLJQ�PHHWLQJV�ZHUH�KHOG�
ZLWK�YLOODJH�KHDGPDQ�IURP�YDULRXV�YLOODJHV�IRU�WKLV�SDUWLFXODU�SXUSRVH���,Q�WKH�YLOODJH��ORFDO�
DJUHHPHQW� RQ� YLOODJH� IRUHVW� GHPDUFDWLRQ� ZDV� VXFFHVVIXOO\� UHDFKHG�� � )XUWKHUPRUH�� ORFDO�
UHJXODWLRQV�ZHUH�ODLG�GRZQ�WR�SURPRWH�FRQVHUYDWLRQ���$Q\RQH�IRXQG�FXWWLQJ�GRZQ�D�WUHH�
ZRXOG�EH�ILQHG����EDKW�� �$IWHU� WKDW� LOOHJDO� ORJJLQJ�IRU�FDVK� LQFRPH�ZHQW� LQWR�GHFOLQH�� �,W�
VKRXOG�EH�HPSKDVL]HG�WKDW�DOO�RI�WKLV�ZDV�YHUEDO�DJUHHPHQW�DPRQJ�ORFDO�SHRSOH�ZLWKRXW�DQ\�
OHJDO�RU�RIILFLDO�GRFXPHQWDWLRQ���S�������
�

8VLQJ� WKHVH� SULQFLSOHV�� 5DPER� DQG� &XF� RI� WKH� (DVW�:HVW� &HQWHU� SURJUDP� RQ�

(QYLURQPHQW�VXJJHVW�WR����

������������������������������������������������������
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GUDZ� XSRQ� WKH� JURZLQJ� ERG\� RI� NQRZOHGJH� DERXW� PDQDJHPHQW� RI� FRPPRQ� SURSHUW\�
UHVRXUFHV� WR�GHYHORS� LQVWLWXWLRQDO�PHFKDQLVPV� WR� IDFLOLWDWH�DFTXLVLWLRQ�DQG�GHYHORSPHQW�RI�
EORFNV�RI�EDUUHQ�KLOO� ODQG�E\�VPDOO�JURXSV�RI�SRRU�KRXVHKROGV�� �7KH�DOUHDG\�GHPRQVWUDWHG�
DELOLW\�RI�VPDOO�JURXSV�FRPSRVHG�RI�NLQ�DQG�FORVH�QHLJKERUV�WR�FR�RZQ�EXIIDOR�VXJJHVWV�WKDW�
VLPLODU�VPDOO�IDFH�WR�IDFH�JURXSV�PLJKW�DOVR�EH�DEOH�WR�VXFFHVVIXOO\�PDQDJH�WUDFWV�RI�KLOO�ODQG�
KHOG�DV�FRPPRQ�SURSHUW\�� �/RDQV�PLJKW�EH�JLYHQ�DW�SUHIHUHQWLDO� UDWHV� WR�VXFK�JURXSV�� IRU�
H[DPSOH�� � ,I� RUJDQL]DWLRQDO�PHWKRGV� VLPLODU� WR� WKRVH� SLRQHHUHG� E\� WKH�*UDPHHQ�%DQN� LQ�
%DQJODGHVK�ZHUH�HPSOR\HG��WKH�GHIDXOW�UDWH�RQ�VXFK�ORDQV�PLJKW�EH�ORZHUHG�WR�DQ�DFFHSWDEOH�
OHYHO����
�

,Q�WKLV�ZD\��PLFURILQDQFH�RUJDQL]DWLRQV��ZRUNLQJ�ZLWK�WKH�VRFLDO�FDSLWDO�RI�UXUDO�IDUPHUV��FDQ�

ZRUN�WR�LPSURYH�WKH�PDLQWHQDQFH�RI�FRPPRQ�SRRO�UHVRXUFHV�����

,Q� 9LHWQDP�� WKH� XVH� RI� PLFURFUHGLW� GLG� QRW� UHDOO\� EHFRPH� SRSXODUL]HG� XQWLO� WKH�

LQVWLWXWLRQDOL]DWLRQ�RI�'RL�0RL��D�VKLIW�IURP�D�VWDWH�SODQQHG�HFRQRP\�WR�PDUNHW�OLEHUDOL]DWLRQ�

LQVWLWXWHG� E\� WKH� 9LHWQDPHVH� JRYHUQPHQW� LQ� UHVSRQVH� WR� D� VWDJQDQW� HFRQRP\� DQG�

LQWHUQDWLRQDO� LVRODWLRQ�� �8QWLO� ������ WKH�9LHWQDPHVH� ILQDQFLDO� V\VWHP� FRQVLVWHG� RQO\� RI� WKH�

6WDWH�EDQN��ZKLFK�DFWHG�LQ�ERWK�D�FRPPHUFLDO�DQG�JRYHUQPHQWDO�FDSDFLW\����8QGHU�'RL�0RL��

KRZHYHU�� WKLV�PRQROLWKLF� VWUXFWXUH�ZDV�EURNHQ�GRZQ� LQWR� LQVWLWXWLRQV�FUHDWHG� WR�GHDO�ZLWK�

VSHFLILF�� VHFWRUDO� FUHGLW� QHHGV�� � $V� UXUDO� ODQG� FROOHFWLYHV� ZHUH� SDUFHOHG� RXW� WR� LQGLYLGXDO�

KRXVHKROGV�� WKH� GHPDQG� IRU� FUHGLW� URVH� VKDUSO\� DV� LQGLYLGXDO� IDUPHUV� IRXQG� WKHPVHOYHV� LQ�

QHHG� RI� PRQH\� IRU� LQSXWV� SUHYLRXVO\� VXSSOLHG� E\� WKH� FROOHFWLYH�� � � ,Q� RUGHU� WR� PHHW� WKLV�

GHPDQG� IRU� UXUDO� FUHGLW�� WKH�%DQN�RI�$JULFXOWXUH� �9%$��ZDV� HVWDEOLVKHG�� DQG� LQ� ������ WKH�

%DQN� RI� WKH� 3RRU� �9%3�� ZDV� FUHDWHG� DV� D� VXEVLGLDU\� RI� WKH� 9%$�� � %\� ������ WKH� 9%$�

SURYLGHG�FUHGLW�WR���PLOOLRQ�KRXVHKROGV�ZLWK�DQ�DYHUDJH�ORDQ�VL]H�RI�86���������7KH�9%3��RQ�

WKH�RWKHU�KDQG�� LV�D�QRQ�SURILW�EUDQFK�RI�WKH�9%$�DQG�ZDV�VHW�XS�WR�WDUJHW�SRRUHU�FOLHQWV��

1R�FROODWHUDO�LV�UHTXLUHG�DQG�ORDQV�DYHUDJH�86�������

� 7KH� JRYHUQPHQW� EDQNV� ZHUH� QRW� PHHWLQJ� WKH� QHHG� IRU� UXUDO� FUHGLW�� HVSHFLDOO\� IRU�

VPDOO�ORDQV���%XW��MXVW�DV�WKH�GHPDQG�IRU�UXUDO�FUHGLW�EORVVRPHG��VR�GLG�WKH�DPRXQW�RI�1*2V�

WKDW�ZHUH�ZLOOLQJ� WR� SURYLGH� LW�� �9LHWQDP·V� OLEHUDOL]DWLRQ� FRLQFLGHG�ZLWK� WKH� IXULRXV� ULVH� LQ�

SRSXODULW\� RI� PLFURFUHGLW� OHQGLQJ� DURXQG� WKH� ZRUOG�� $FFRUGLQJ� WR� +HDWKHU� *UDG\��

PLFUROHQGLQJ� SHDNHG� LQ� DERXW� ����� DQG� KDV� EHHQ� OHYHOLQJ� RXW� VLQFH� WKDW� WLPH�� � 0RVW�

PLFURFUHGLW�SURJUDPV�ZRUN�WKURXJK�WKH�9LHWQDP�:RPDQ·V�8QLRQ��9:8��DQG�LW�LV�HVWLPDWHG�

������������������������������������������������������
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WKDW� E\� ������ WKH�:RPHQ·V�8QLRQ�ZDV� UXQQLQJ� �������ZRPHQ·V� VDYLQJ� DQG� FUHGLW� JURXSV�

ZRUOGZLGH���� � 8VLQJ� WKLV� PDVV� RUJDQL]DWLRQ� DV� DQ� LQWHUPHGLDU\� LV� DQRWKHU� H[DPSOH� RI� WKH�

YHUWLFDO�WLHV�LQKHUHQW�LQ�PXFK�RI�WKH�VRFLDO�FDSLWDO�FUHDWHG�WKURXJK�PLFURILQDQFH��

$OO� RI� WKH� 0)2V� XWLOL]H� JURXS� OHQGLQJ� RI� VRPH� W\SH� TXLWH� VLPSO\� EHFDXVH� ´WKH�

DGYDQWDJHV�RI�JURXSV�LQ�WHUPV�RI�UHGXFLQJ�FRVWV�DQG�ULVNV��DQG�LQ�SURYLGLQJ�VRFLDO�FROODWHUDO�

DUH�ZHOO�NQRZQ�µ�����:KLOH�WKH�VLJQLILFDQFH�RI�VRFLDO�FDSLWDO�IRU�HQVXULQJ�KLJK�UHSD\PHQW�UDWHV�

KDV� EHHQ� UHFRJQL]HG�� WKH� SRVVLELOLW\� RI� XWLOL]LQJ� DQG� FRQWULEXWLQJ� WR� D� FRPPXQLW\·V� VRFLDO�

FDSLWDO�LQ�RUGHU�WR�SURPRWH�FROOHFWLYH�&35�PDQDJHPHQW�LV�MXVW�EHLQJ�UHDOL]HG���:KLOH�LW�LV�WRR�

HDUO\�WR�RIIHU�HYDOXDWLRQV�RI�0)2V�LQ�9LHWQDP�ZKR�FRQVFLRXVO\�GUDZ�XSRQ�DQG�H[SDQG�WKHLU�

FRPPXQLW\·V� VRFLDO� FDSLWDO� WR� SURPRWH� VXVWDLQDEOH� &35V�� ZH� FDQ� SURYLGH� DW� OHDVW� RQH�

H[DPSOH� RI� D� 0)2� ZKR� GLG� QRW� DQG� ZKR� ZDV�� DV� D� FRQVHTXHQFH�� XQVXFFHVVIXO� LQ� LWV�

UHIRUHVWDWLRQ�SURMHFW���

,Q������WKH�6DYH�WKH�&KLOGUHQ�)RXQGDWLRQ�SLORWHG�D�´0DQJURYH�3ODQWLQJ�3URMHFWµ�LQ�

WKH�7KDFK�+D�'LVWULFW�RI�9LHWQDP��)DPLOLHV�LQ�WKH�SURJUDP�UHFHLYHG�DQ�DUHD�RI�ODQG�WR�SODQW�

DQG� PDLQWDLQ� DQG� ZHUH� JLYHQ� ORQJ�WHUP� FXVWRGLDQVKLS� RYHU� WKH� DUHD�� � 7KH� IXQGV� IRU� WKH�

SODQWLQJ�DV�ZHOO�DV�PDLQWHQDQFH�IXQGV�IRU�VL[�\HDUV�ZHUH�SURYLGHG�E\�6&)���� �$OWKRXJK�WKH�

6&)�LQFOXGHG�LQ�WKHLU�PDQGDWH�D�QHHG�IRU�D�SDUWLFLSDWRU\�DSSURDFK��LQ�WKH�HQG�WKH�SHDVDQWV�

ZKR�SDUWLFLSDWHG�IHOW�H[FOXGHG�IURP�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��ZRPHQ�ZHUH�PDUJLQDOL]HG��

DQG�SHRSOH�IHOW�GLVDVVRFLDWHG�ZLWK�WKH�HQYLURQPHQWDO�SURMHFWV�RI�ZKLFK�WKH\�ZHUH�H[SHFWHG�WR�

DFW�DV�VWHZDUGV��

,Q�������WKH\�FRQGXFWHG�DQ�HYDOXDWLRQ�RI�WKH�SURJUDP��VXUYH\LQJ�WKH�7KDFK�+D�DQG�

WKH�7KDFK�%DQJ�&RPPXQH��ERWK�ORFDWHG�LQ�WKH�7KDFK�+D�'LVWULFW�RI�WKH�+D�7LQK�3URYLQFH���

,Q�WKH�7KDFK�+D�FRPPXQH��RQO\���RXW�RI���UHVSRQGHQWV�WR�WKH�IROORZ�XS�TXHVWLRQQDLUH�VDLG�

WKDW�WKH\�KDG�OHDUQHG�DQ\WKLQJ�E\�WKH�HQG�RI�WKH�SURMHFW��DOWKRXJK�����SHUFHQW�VDLG�WKDW�WKH\�

´ZHUH�UHOLHYHG�IURP�WKH�IHDU�RI�KDYLQJ�WR�UHPRYH�RXU�KRXVH�WR�RWKHU�SODFH�>VLF@�GXH�WR�ODQG�

HURVLRQ��RI�KDYLQJ�RXU� ULFH� ILHOGV� VDOLQDWHG�E\� IORRG�ZDWHU� IURP� WKH� VHD�� WR� VD\�QRWKLQJ�RI�

JHWWLQJ� ILUHZRRG� ZKHQ� PDQJURYHV� JURZ� WR� PDWXULW\�µ��� � ��� SHUFHQW� RI� WKH� UHVSRQGHQWV�

´FRPSODLQHG� DERXW� ODFN� RI� GLVFXVVLRQ� RI� WKH� SURMHFW�� � 7KH\� KDG� RQO\� UHFHLYHG� WHFKQLFDO�
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WUDLQLQJ��EXW�QR�GLVFXVVLRQ�RI�JRDOV��PHWKRGV�DQG�RUJDQL]DWLRQ�µ���$OO� ILYH�PDQDJHUV�RI� WKH�

SURMHFW�IHOW�WKDW�WKH�´SRSXODWLRQ�KDV�D�JHQHUDO�VHQVH�RI�UHVSRQVLELOLW\�IRU�WKH�PDQJURYHV��RQH�

PHQWLRQV�WKH�IDPLO\�FRQWUDFWV�DV�D�IDFWRU�SURPRWLQJ�VXVWDLQDELOLW\��DQG���PHQWLRQ�WKH�UHFHQW�

UHJXODWLRQV�WR�SXQLVK�IRUHVW�GHVWUXFWLRQ�µ���

5HVXOWV� ZHUH� VLPLODU� LQ� UHVSRQVHV� RI� WKRVH� SDUWLFLSDWLQJ� LQ� WKH� 7KDFK� %DQJ�

&RPPXQH��7KDFK�+D�'LVWULFW��DQG�+D�7LQK�3URYLQFH���7HQ�IDPLOLHV�ZHUH�LQWHUYLHZHG��DQG�

´RQO\����SHUFHQW�WKRXJKW�LW�KDG�DIIHFWHG�KRXVHKROG�LQFRPH�RYHU�WKH�ORQJHU�WHUP�DQG�QRQH�

WKRXJKW�WKDW�WKH\�KDG�OHDUQW�DQ\WKLQJ�IURP�SDUWLFLSDWLRQ�LQ�WKH�SURMHFW�µ���1LQHW\�SHUFHQW�IHOW�

WKDW� WKHUH� KDG� EHHQ� LQDGHTXDWH� GLVFXVVLRQ� RI� WKH� SURMHFW���� � (LJKW\� SHUFHQW� IHOW� WKDW� WKH�

RIILFLDOV�LQ�FKDUJH�RI�WKH�SURMHFW�IHOW�YHU\�OLWWOH�FRQFHUQ�IRU�WKH�SRRU�DQG�´KDG�VXJJHVWLRQV�IRU�

KRZ�WKH�SURMHFW�PLJKW�KDYH�EHHQ�GRQH�EHWWHU��WKUHH�VXJJHVWHG�JUHDWHU�FODULW\�DQG�OHVV�SRZHU�

WR�WKH�FRPPXQH�RIILFLDOV�RQ�SD\PHQWV�� WKUHH�VXJJHVWHG�PRUH� LQVWUXFWLRQV�RQ�SODQWLQJ��DQG�

WZR�FOHDUHU�VWLSXODWLRQV�DERXW�UHZDUG��SXQLVKPHQW�DQG�UHVSRQVLELOLW\�IRU�WKH�PDQJURYHV�µ���

,Q�ERWK�SURMHFWV�� WKHUH� LV�D�FRQVWDQW�UHIHUHQFH�WR�WKH�QHHG�WR�´SURWHFWµ�WKH�IRUHVWV��

EXW� IHZ�VHHPHG�FOHDU�DV� WR�KRZ�WKLV�ZDV� WR�EH�FRQGXFWHG�� �,Q�HIIHFW�� WKH�6&)�´FUHDWHGµ�D�

&35� LQ� WKH� YLOODJHV� LQ� ZKLFK� LW� ZRUNHG�� \HW� LW� GLG� QRW� VHHP� WR� FUHDWH�� DORQJ� ZLWK� LW�� DQ�

HIIHFWLYH�PHDQV�RI�PRQLWRULQJ�RU�SURPRWLQJ�WKH�FROOHFWLYH�SURWHFWLRQ�RI�WKH�DUHD���$FFRUGLQJ�

WR�2VWURP�� LQGLYLGXDOV� FDQ�EH� H[SHFWHG� WR�PDNH� FRPPLWPHQWV� WR� IROORZ�&35� UXOHV� LI� WKH�

UXOHV�� ���'HILQH� D� VHW�RI� DSSURSULDWRUV�ZKR� DUH� DXWKRUL]HG� WR�XVH� D�&35�� ���5HODWH� WR� WKH�

VSHFLILF� DWWULEXWHV�RI� WKH�&35�DQG� WKH�FRPPXQLW\�RI�DSSURSULDWRUV�XVLQJ� WKH�&35�����$UH�

GHVLJQHG��DW�OHDVW�LQ�SDUW��E\�ORFDO�DSSURSULDWRUV�����$UH�PRQLWRUHG�E\�LQGLYLGXDOV�DFFRXQWDEOH�

WR�ORFDO�DSSURSULDWRUV��DQG����$UH�VDQFWLRQHG�XVLQJ�JUDGXDWHG�SXQLVKPHQWV����

:KHQ�ZH�WKHQ�ORRN�DW�WKH�SURMHFW�LPSOHPHQWHG�E\�6&)��ZH�FDQ�VHH�DW�OHDVW�WZR�ZD\V�

LQ�ZKLFK�LW�IDLOHG�WR�PHHW�WKHVH�FRQGLWLRQV��)LUVW��ZKLOH�LW�KDG�D�FOHDU�VHW�RI�´DSSURSULDWRUVµ�

ZKR�ZHUH�DXWKRUL]HG�WR�XVH�WKH�&35��WKH�PDQJURYH�SODQWLQJV���WKH�DSSURSULDWRUV�WKHPVHOYHV�

GLG� QRW� GHVLJQ� WKH� SURMHFW�� � 7KLV� LV� HYLGHQFHG�E\� WKH� FRPSODLQWV� WKDW� WKH� SDUWLFLSDQWV� IHOW�

H[FOXGHG�IURP�WKH�GHFLVLRQ�PDNLQJ�SURFHVV�DQG�VXEVHTXHQW�VWDWHPHQWV�WKDW�OLWWOH�ZDV�OHDUQHG�

IURP� WKH� SURMHFW�� � 6HFRQG�� LQGLYLGXDO� IDPLOLHV� ZHUH� UHVSRQVLEOH� IRU� PRQLWRULQJ� DQG�
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SURWHFWLQJ�WKH�PDQJURYHV��ZKLFK�ZDV�QRW�DPLDEOH�WR�WKH�W\SH�RI�FROOHFWLYH�DFWLRQ�QHHGHG�WR�

SXQLVK� WUDQVJUHVVRUV�� � ,QGLYLGXDOV� KDG� IHZ� RSWLRQV� IRU� SURYLGLQJ� WKH� VRUW� RI� ´JUDGXDWHG�

SXQLVKPHQWVµ�WKDW�LV�QHFHVVDU\�WR�GHWHU�YLRODWLRQV���

� ,Q� HVVHQFH�� WKH� SURMHFW� IDLOHG� WR� GUDZ� XSRQ� RU� FRQWULEXWH� WR� WKH� VRFLDO� RU� KXPDQ�

FDSLWDO�RI�WKH�YLOODJH���:KLOH�WKH�SURMHFW�ZDV�WRR�UHFHQW�WR�FULWLTXH�IXOO\��LW�VHHPV�FOHDU�IURP�

WKH� UHVSRQVHV� JLYHQ� WKDW� WKHUH�ZHUH�PDQ\�SUREOHPV� LQ� LWV� FRQFHSWLRQ�DQG� LPSOHPHQWDWLRQ�

GXH�WR�WKLV�DQG�RWKHU�IDLOXUHV�����

�

%QPENWUKQP�

,Q� VXP�� WKHUH� DUH� FOHDUO\� PDQ\� FRQQHFWLRQV� EHWZHHQ�PLFURFUHGLW� SURJUDPV�� VRFLDO�

FDSLWDO�DQG�FRPPRQ�SRRO�UHVRXUFH�XVH���$V�ZDV�VHHQ�HDUOLHU�LQ�WKLV�SDSHU��PDQ\�PLFURFUHGLW�

SURJUDPV� KDYH� EHJXQ� WR� FRQVFLRXVO\� RUJDQL]H� WKHPVHOYHV� LQ� ZD\V� WKDW� DUH� OLQNHG� WR�

HQYLURQPHQWDO� UHVRXUFH� JRDOV�� � )XUWKHUPRUH�� UHVXOWV� IURP� RXU� ����� 0LFURFUHGLW� 6XPPLW�

VXUYH\� VXJJHVWHG� ERWK� WKDW�0)2V�PD\� KDYH�� LQ� VRPH� UHVSHFWV�� SRVLWLYH� HIIHFWV� XSRQ� WKH�

HQYLURQPHQW�DQG�WKDW�VRFLDO�FRKHVLRQ�LV�VHHQ�DV�DQ�LPSRUWDQW�DQG�IUHTXHQW�LPSDFW�RI�0)2V�

ZRUOGZLGH���7KDW�0)2V��GUDZLQJ�XSRQ�WKH�VRFLDO�FDSLWDO�RI�FRPPXQLWLHV��PD\�KHOS�UHGXFH�

WKH�GHJUDGDWLRQ�RI�VRPH�&35V�ZDV�VXSSRUWHG�E\�D�EULHI�ORRN�DW�GHIRUHVWDWLRQ�DQG�IXHOZRRG�

FROOHFWLRQ�LQ�9LHWQDP��6R�IDU��WKHUH�LV�PXFK�WR�EH�XQGHUVWRRG�LQ�UHODWLRQ�WR�WKH�FRQQHFWLRQ�

EHWZHHQ�PLFURILQDQFH�DQG�WKH�HQYLURQPHQW���:H�KRSH�WKDW�WKLV�SDSHU�ZLOO�EHJLQ�WR�DGGUHVV�

WKLV�JDS�DQG��PRUH�LPSRUWDQWO\��VSDUN�GLVFXVVLRQ�RQ�WKLV�XQGHU�UHVHDUFKHG�WRSLF��
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