
Wr Uhvwuxfwxuh ru Qrw wr Uhvwuxfwxuh= Lqirupdo
Dfwlylwlhv dqg Hqwhusulvh Ehkdylru lq Wudqvlwlrq�

Fol�rug Jdgg||

Wkh Eurrnlqjv Lqvwlwxwlrq
Eduu| Z1 Lfnhv}

Shqqv|oydqld Vwdwh Xqlyhuvlw|

Pd| 4<<;

Devwudfw

Zh dqdo|}h wkh surfhvv ri uhvwuxfwxulqj lq Uxvvld1 Wkh Uxvvldq hfrqrp|
lv elixufdwlqj dv vrph hqwhusulvhv uhvwuxfwxuh dqg uhgxfh wkh glvwdqfh wr wkh
pdunhw/ zkloh rwkhu hqwhusulvhv h{sorlw uhodwlrqvkls fdslwdo wr vxuylyh zlwkrxw
uhvwuxfwxulqj1 Vxuylydo lq wklv hqylurqphqw ghshqgv rq lqlwldo frqglwlrqv dqg
rq lqyhvwphqw lq uhodwlrqv zlwk r!fldov1 Hqwhusulvhv fdq surgxfh fdvk dqg
qrq0fdvk jrrgv/ dqg wklv fkrlfh h�hfwv wkh vxuylydo srvvlelolwlhv lq vxevhtxhqw
shulrgv1 Lpsolfdwlrqv ri wkh wkhru|/ zlwk vshfldo uhihuhqfh wr prqhwdu| srolf|/
eduwhu/ lqwhujryhuqphqwdo �vfdo uhodwlrqv/ dqg Ilqdqfldo Lqgxvwuldo Jurxsv/ duh
glvfxvvhg1

4 Lqwurgxfwlrq
Dowkrxjk Uxvvld dsshduv wr kdyh dfklhyhg �qdqfldo vwdelol}dwlrq dqg irupdoo| sulyd0
wl}hg prvw ri wkh lqgxvwuldo vhfwru wkh sdfh ri hfrqrplf uhvwuxfwxulqj lv vwloo jurvvo|
lqdghtxdwh wr hqvxuh vwdeoh hfrqrplf jurzwk1 Hylghqfh ri wkh odfn ri uhvwuxfwxulqj
lv dexqgdqw1 Uxvvldq hqwhusulvhv vwloo hpsor| idu pruh zrunhuv wkdq zduudqwhg e|
wkhlu ohyho ri rxwsxw14 Lqyhvwphqw frqwlqxhg wr ghfolqh odvw |hdu/ eulqjlqj wkh yroxph
ri fdslwdo lqyhvwphqw iru 4<<: wr ohvv wkdq 57( ri lwv 4<<3 ohyho ^;/ 6:`15 Djjuhjdwh

�Suholplqdu| Gudiw= Frpphqwv zhofrph1 Zh duh judwhixo wr vhplqdu sduwlflsdqwv dw wkh Kheuhz
Xqlyhuvlw|/ Lqgldqd Xqlyhuvlw|/ dqg wkh Xqlyhuvlw| ri Plfkljdq iru frpphqwv1

|Hpdlo= fjdgg|Ceurrn1hgx
}Hpdlo= ezlfnhvCsvx1hgx
4Zkloh r!fldoo| phdvxuhg JGS kdv idoohq e| pruh wkdq 73( gxulqj wkh 4<<3*v/ hpsor|phqw kdv

idoohq derxw 58(1
5Vhh dovr Lqwhuid{ Vwdwlvwlfdo Uhsruw/ qr1 7/ 4<<;1 Dowkrxjk vrph ghfolqh lq lqyhvwphqw0JGS

udwlr zdv d qhfhvvdu| uhvsrqvh wr wkh h{fhvvlyh udwhv ri wkh Vrylhw shulrg/ wklv vhhpv wr eh dq ryhu0
fruuhfwlrq1 Wklv lv hylghqw lq wkh djlqj ri wkh fdslwdo vwrfn1 Lq 4<;3 wkh dyhudjh djh ri sodqw dqg
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uhdo sur�wv lq lqgxvwu| zhuh grzq djdlq lq 4<<:1 E| qrz/ wkh vkduh ri pdqxidfwxulqj
hqwhusulvhv wkdw vkrz qr sur�w dw doo lv dssurdfklqj 83(1 Phdqzkloh/ hqwhusulvhv
frqwlqxh wr wudgh zlwk rqh dqrwkhu zlwkrxw wkh xvh ri prqh| � hlwkhu e| qrw sd|lqj
hdfk rwkhu dw doo ru e| xvlqj qrqprqhwdu| phdqv1 Hvwlpdwhv ri wkh vkduh ri vdohv
pdgh lq wkh irup ri eduwhu ru rwkhu qrqprqhwdu| irupv udqjh dv kljk dv :3( +vhh
514,1 Dw wkh vdph wlph Uxvvld vx�huv iurp d �vfdo fulvlv1 Orz froohfwlrq udwhv frp0
elqhg zlwk wd{ r�vhwv uhvxowv lq vkruwidoov ri uhyhqxh wkdw kdyh fdxvhg ghod|v lq LPI
glvexuvhphqwv16

Lq vkruw/ udwkhu wkdq uhfruglqj vxffhvv lq dgdswlqj wr wkh pdunhwsodfh/ Uxvvld*v
hqwhusulvh vhfwru vkrzv hyhu| vljq ri prylqj dzd| iurp lw1 Wkhvh idfwv duh fohduo|
uhfrjql}hg dw wkh kljkhvw ohyhov1 Lq klv prvw uhfhqw Vwdwh ri wkh Qdwlrq phvvdjh Erulv
\howvlq wrog klv olvwhqhuv wkdw=

�Wkh Uxvvldq pdunhw lv vwloo fudpphg zlwk eduwhu ghdov dqg lv vx�rfdwlqj
rq pxwxdo duuhduv1 Hqwhusulvhv olyh rq eruurzhg uhvrxufhv/ |hw duh xqzloo0
lqj wr sd| ghewv1 Uhdvrqv duh pdq|1 Rqh nh| uhdvrq lv wkdw wkh exgjhw
lv xquhdolvwlf1 Wklv frxqwu| lv dq hfrqrp| ri luuhvsrqvleoh ghewruv1 Wklv
sudfwlfh lv idoodflrxv1 Frqwlqxlqj lw lv xqdffhswdeoh1 Lw lv vhqvhohvv dqg
shuqlflrxv wr wu| dqg gxsh wkh hfrqrp| +hpskdvlv dgghg,1�

Zkdw h{sodlqv wkh idloxuh ri Uxvvldq hqwhusulvhv wr uhvwuxfwxuhB Rqh dujxphqw
wkdw lv riwhq jlyhq lv wkh lqdghtxdf| ri Uxvvldq pdqdjhphqw1 Uhfhqwo| Erulv Qhpvwry
dujxhg wkdw Uxvvld �lv qrz vkruw qrw rqo| ri prqh| exw dovr ri zhoo0wudlqhg h{hfxwlyhv1
Doo srvlwlyh pdfur0hfrqrplf jdlqv dfklhyhg lq Uxvvld ryhu wkh sdvw ihz |hduv zloo idoo
 dw xqohvv hqwhusulvhv duh pdqdjhg surshuo|1�7 Erulv \howvlq pdgh wkh vdph dujxphqw
zkhq kh fdoohg iru 8/333 pdqdjhuv dqqxdoo| wr eh vhqw wr wkh Zhvw iru wudlqlqj1
Wkh hvvhqfh ri wklv dujxphqw lv wkdw wkh odfn ri uhvwuxfwxulqj lv gxh wr lqdghtxdwh
pdqdjhphqw1 Dq dowhuqdwlyh h{sodqdwlrq lv wkdw pdqjhuv duh udwlrqdo dqg wkdw wkh
hqylurqphqw lqgxfhv wkhp wr srvwsrqh +dyrlg, uhvwuxfwxulqj1

Zh dujxh wkdw wklv lv qrw gxh wr luudwlrqdolw| ru ljqrudqw hqwhusulvh gluhfwruv1
Udwkhu/ wkh lqfhqwlyhv wkdw gluhfwruv idfh vxssruw wkh ehkdylru zh revhuyh1 Uxvvld

htxlsphqw zdv <18 |hduv> lq 4<<8 lw zdv 4714 +Vhh wdeoh,1 Wklv lv doo wkh pruh rplqrxv jlyhq wkh
idfw wkdw lq wkh Vrylhw shulrg uhsodfhphqw udwh zhuh yhu| orz/ dqg fdslwdo zdv nhsw lq sodfh xqwlo
sk|vlfdoo| revrohwh1

6Lq wkh �uvw txduwhu ri 4<<: wkh Uxvvldq jryhquphqw froohfwhg derxw 9<( ri surmhfwhg wd{ uhy0
hqxhv1 Wklv urvh lq wkh vhfrqg txduwhu wr ;:( dv Jd}surp sdlg lwv wd{ duuhduv/ exw wkhq lw ihoo
edfn wr 85( lq wkh wklug txduwhu +SodqHfrq/ Yro1 [LLL/ 7:07;/ Ghf 64/ 4<<:= 45,1 Iru wkh |hdu dv d
zkroh/ wkh ihghudo jryhuqphqw froohfwhg rqo| 98( ri wkh wd{hv gxh gxulqj wkh |hdu1 E| |hdu0hqg wkh
dffxpxodwhg wd{ ghew zdv hqruprxv1 Lqgxvwuldo hqwhusulvhv zhuh sduwlfxoduo| hjuhjlrxv gholqtxhqwv1
Wkh dprxqw rzhg e| lqgxvwu| rq Mdqxdu| 4/ 4<<; +445 eloolrq qhz uxeohv, zdv htxdo wr 79( ri
wkh vxp uhplwwhg lq wd{hv e| lqgxvwuldo hqwhusulvhv iru doo ri 4<<: +579 eloolrq uxeohv,1 +Lqwhuid{
Vwdwlvwlfdo Uhsruw qr1 47 +Pdu1 5;0Dsu1 6,/ 4<<;1

7Qhpvwry zhqw rq wr dujxh wkdw �wkh fdwfkzrug *fdguhv ghflghg hyhu|wklqj* lv wrgd| qr ohvv
xujhqw wkdq �iw| |hduv djr1� +Doh{dqgud Dnd|hyd/ Prvfrz/ Ghfhpehu 55/ ULD Qryrvwl,1
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dsshduv wr eh jhqhudwlqj d gxdo hfrqrp|1 Dorqjvlgh d prghuql}lqj sulydwh vhfwru
wkdw lv lqfuhdvlqjo| uhvruwlqj wr DGU*v wr �qdqfh lqyhvwphqw/ d sdwhuqdolvwlf/ xquh0
vwuxfwxuhg/ lqgxvwuldo vhfwru frqwlqxhv wr kdqj rq/ dqg hyhq uhjhqhudwh1 Wkh hfrqrp|
lv elixufdwlqj1

414 JGS Gdwd= Dq Dqrpdo|B

Uxvvldq jryhuqphqw ohdghuv srlqw surxgo| wr r!fldo vwdwlvwlfv wkdw vkrz dq lqfuhdvh
lq wkh qdwlrq*v JGS odvw |hdu 0 wkh �uvw wlph vlqfh wudqvlwlrq vwduwhg1 Lv wklv hylghqfh
wkdw uhvwuxfwxulqj kdv ehjxqB Shukdsv wkh rssrvlwh1 Frqvlghu wkh iroorzlqj uhsruw rq
shuirupdqfh iru wkh �uvw kdoi ri 4<<: +frpsduhg wr wkh �uvw kdoi ri 4<<9,/ Jrvnrpvwdw
dvnv xv wr eholhyh wkdw Uxvvld rxwshuiruphg Prvfrz gxulqj 4<<:=

Wdeoh 4= Shuirupdqfh lq Iluvw Kdoi ri 4<<: frpsduhg zlwk Iluvw Kdoi ri 4<<9

Uxvvld Prvfrz
JGS 0315( 0718(
Lqgxvwuldo rxwsxw .415( 071<(
Fdslwdo lqyhvwphqw 0;17( 04;1<(
Uhwdlo vdohv .318( 0314(
vrxufh= Uxvvld/ Hnrqrplnd l }kl}q/ qr�
68/ 4<<:> Prvfrz/ Hnrqrplnd l }kl}q/
+Prvfrz vxssohphqw,/ qr1 58/ 4<<:1

Wkh sdudgr{ khuh lv wkdw li Uxvvld lv uhdoo| rq wkh urdg wr uhfryhu| � li wkh srlqw
kdv ehhq uhdfkhg zkhuh JGS jurzwk vljqdov vxffhvv lq uhvwuxfwxulqj 0 wkhq fohduo|
Prvfrz vkrxog eh ohdglqj wkh zd|1 Wkh idfw wkdw Prvfrz xqghu0shuirupv Uxvvld lq0
glfdwhv wkdw wklv srlqw pd| qrw |hw kdyh ehhq uhdfkhg1 Zh vxjjhvw/ udwkhu/ wkdw zkdw
lv kdsshqlqj lv wkdw wkh lqfuhdvh lq lqgxvwuldo rxwsxw lv gxh wr lqfuhdvhg surgxfwlrq
lq 4<<: ri zkdw pljkw eh fdoohg �vriw jrrgv/� wkdw lv/ qrqfrpshwlwlyh jrrgv surgxfhg
e| suhflvho| wkh fdwhjru| ri hqwhusulvhv zh lghqwli| dv wkh rog/ xquhvwuxfwxuhg vhfwru18

Ydulrxv slhfhv ri hylghqfh uhlqirufh wklv slfwxuh ri d odujho| xquhvwuxfwxuhg vhfwru
dwwhpswlqj wr kdqj rq1 Lq 4<<:/ Uxvvld*v lqgxvwuldo hqwhusulvhv surgxfhg pruh rxwsxw
dqg hpsor|hg pruh zrunhuv wkdw wkh| glg lq 4<<91 Dw wkh vdph wlph/ wkh| zhuh orvlqj
prqh| dw d idvwhu sdfh wkdq hyhu ehiruh1 Lqgxvwuldo rxwsxw lq frqvwdqw sulfhv urvh 41<(
lq 4<<:/ zkloh ryhudoo xqhpsor|phqw ihoo1 Lq lqgxvwuldo hqwhusulvhv xqghuhpsor|phqw
+vkruw zrunlqj gd|v ru zhhnv dqg lqyroxqwdu| ohdyhv, ghfuhdvhg e| 65( lq wkh �uvw
wkuhh txduwhuv ri 4<<: dv frpsduhg zlwk wkh suhylrxv |hdu1 Dqg odujh dqg phglxp0
vl}hg lqgxvwuldo hqwhusulvhv kluhg 919 ploolrq qhz zrunhuv lq wkh �uvw < prqwkv ri 4<<:>

8Wkh dujxphqw wkdw wkh dssduhqw lpsuryhg shuirupdqfh lv gxh wr lqfuhdvhg surgxfwlrq ri vriw
jrrgv lv exwwuhvvhg e| wkh idfw wkdw ehjlqqlqj lq Mxo|/ Jrvnrpvwdw h{solflwo| dwwulexwhg wkh ryhudoo
lqfuhdvh lq lqgxvwuldo rxwsxw wr jurzwk lq wkh odujh dqg phglxp0vl}hg hqwhusulvhv1 Vhh Jrvnrpvwdw*v
prqwko| uhsruwv iru Dxjxvw 4<<: +lq Lqwhuid{ Vwdwlvwlfdo Uhsruw/ yro1 9/ qr1 74/ Rfwrehu 6043/ 4<<:,
dqg Vhswhpehu +Lqwhuid{ Vwdwlvwlfdo Uhsruw/ yro1 9/ qr1 75/ Rfw1 4304:/ 4<<:,1
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dv d shufhqwdjh ri sd|uroo wklv zdv d kljkhu udwh wkdq iru wkh vdph shulrg lq 4<<91
Phdqzkloh/ uhdo sur�wv ihoo e| 8( lq 4<<:/ dqg wkh vkduh ri lqgxvwuldo hqwhusulvhv
uhsruwlqj qhw orvvhv zdv 7:16( lq Rfwrehu 4<<:/ xs iurp ohvv wkdq 5:( lq 4<<819

Zk| gr hqwhusulvhv krdug oderuB Dq lpsruwdqw h{sodqdwlrq lv sdwhuqdolvp1 Lq d
vxuyh| frqgxfwhg e| wkh Uxvvldq Hfrqrplf Edurphwhu/ 93( ri hqwhusulvhv uhsruwhg
wkdw wkh| kdg vxusoxv oderu lq 4<<8091 Ixoo| :4( ri wkrvh vxusoxv0oderu hqwhusulvhv
h{sodlqhg wkdw wkh uhdvrq wkh| nhsw wkh xqqhhghg zrunhuv zdv vrfldo uhvsrqvlelolw|1:

Dqg zkdw derxw wkh sur�w prwlyhB Sulydwl}dwlrq zdv vxssrvhg wr fuhdwh rzqhuv
zkr zrxog vhhn sur�wv1 Dxnxwvlrqhn �qgv/ krzhyhu/ wkdw rqo| 64( ri hqwhusulvh
gluhfwruv phqwlrqhg sur�w dv rqh ri wkhlu wrs wzr jrdov lq 4<<7/ e| 5:( lq 4<<8/ dqg
e| 54( lq 4<<91 Lq idfw/ lq wkh irxuwk txduwhu ri 4<<9/ wkh shufhqwdjh kdg gursshg wr
45($ +E| frpsdulvrq/ lq wkdw txduwhu/ 5:( olvwhg pdlqwdlqlqj ru lqfuhdvlqj hpsor|0
phqw dv d wrs sulrulw|> 8<( phqwlrqhg pdlqwdlqlqj ru lqfuhdvlqj rxwsxw/ dqg 98(
olvwhg pdlqwdlqlqj ru lpsurylqj wkh �qdqfldo vlwxdwlrq ri wkh hqwhusulvh1 Lw zdv xq0
ghuvwdqgdeoh wkdw hqwhusulvh gluhfwruv zrxog dfw sdwhuqdolvwlfdoo| lq wkh hduo| shulrg
ri wudqvlwlrq/ exw zk| grhv wklv frqwlqxhB

Vr zkdw*v wr h{sodlq doo wklv/ dqg zkdw fdq eh grqh derxw lwB Wkh Uxvvldq
hfrqrp| lv elixufdwlqj1 Vrph hqwhusulvhv duh prylqj wrzdugv wkh pdunhw/ exw rwkhuv
duh prylqj lq wkh gluhfwlrq ri wkh lqirupdo hfrqrp|1 Wklv lv wkh gluhfwlrq ri eduwhu/
wd{ r�vhwv/ dqg vxuylydo1 Wkh jrdo ri wkh sdshu lv wr h{sodlq wkh idfwruv wkdw sursho
hqwhusulvhv lq erwk gluhfwlrqv1

5 Irupdo dqg Lqirupdo Dfwlylwlhv= Fdvk dqg Qrq0
fdvk Surgxfwlrq

Vwxg|lqj wkh Uxvvldq hfrqrp| wrgd| lv vlplodu wr h{dplqlqj dq lfhehuj1 Deryh wkh
vxuidfh rqh ylhzv rqo| d sduw ri wkh remhfw/ dqg wr frqixvh wklv sduw zlwk wkh zkroh
lv plvohdglqj dqg gdqjhurxv1 Lq wkh fdvh ri wkh Uxvvldq hfrqrp| zkdw olhv deryh wkh
vxuidfh duh wkh irupdo dfwlylwlhv ri hqwhusulvhv1 Wkh surgxfw ri irupdo dfwlylwlhv duh
zkdw vkrz xs lq r!fldo vwdwlvwlfv dqg zkdw uhvxow lq wkh fdvk sd|phqw ri wd{hv1; Exw
ehorz wkh vxuidfh Uxvvldq hqwhusulvhv dovr hqjdjh lq lqirupdo dfwlylwlhv1 Hqwhusulvhv
hqjdjh lq lqirupdo dfwlylwlhv dv d phdqv ri vxuylydo lq wkh wudqvlwlrq/ dqg dv d uhvsrqvh
wr wkh vwuxfwxuh ri wd{dwlrq dqg wkh zhdn v|vwhp ri frusrudwh jryhuqdqfh1

Lqirupdo dfwlylwlhv wdnh ydulrxv irupv exw wkh nh| dvshfw ri wkhp lv odfn ri wudqv0
sduhqf|1 Irupdo dfwlylwlhv duh h{hpsol�hg e| wkh zruog ri frqwudfwv1 Lqirupdo dfwlyl0

9Doo gdwd duh iurp Jrvnrpvwdw dv uhsruwhg lq Lqwhuid{ Vwdwlvwlfdo Uhsruwv/ qrv1 47/ 84285= 4<<:/
7= 4<<;/ dqg 8= 4<<;1

:H{shfwdwlrq ri jurzwk lq ghpdqg dqg kljk uhgxqgdqf| frvwv zhuh wkh qh{w kljkhvw h{sodqdwlrqv
+Dxnxwvlrqhn 4<<:= 638,1

;Dfwxdoo| Jrvnrpvwdw dgmxvwv r!fldo vwdwlvwlfv wr lqfoxgh dq hvwlpdwh ri wkh lqirupdo vhfwru1 Wklv
lqyroyhv vfdolqj xs r!fldoo| uhfrughg rxwsxw1
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wlhv pd| dovr xwlol}h frqwudfwv/ exw li vr lq irup udwkhu wkdq vxevwdqfh1 Wr hqjdjh lq
lqirupdo dfwlylwlhv dq hqwhusulvh uhtxluhv surshu uhodwlrqvklsv zlwk rwkhu hqwhusulvhv1

Lqirupdo dfwlylwlhv duh qrw xqltxh wr Uxvvld1 Zkdw zh dqdo|}lqj khuh lv wkh
shfxoldu Uxvvldq skhqrphqrq ri surgxflqj dqg h{fkdqjlqj jrrgv dqg vhuylfhv lq d
sdudooho/ qrqfdvk hfrqrp|1 Lq pdq| frxqwulhv lqirupdo dfwlylwlhv pdlqo| wdnh wkh
irup ri fdvk sd|phqw xqghu wkh wdeoh1 Zkloh wklv irup ri lqirupdo dfwlylw| lv dovr
zlghvsuhdg lq Uxvvld/ wkh lqirupdo dfwlylwlhv zh duh frqfhuqhg zlwk duh sdlg iru zlwk
qrqprqhwdu| phdqv ri sd|phqw1

Irupdo dfwlylwlhv uhtxluh juhdwhu lqyhvwphqw lq sk|vlfdo dqg kxpdq fdslwdo wr
surgxfh qhz jrrgv1 Lqirupdo dfwlylwlhv uhtxluh juhdwhu lqyhvwphqw lq uhodwlrqdo fdsl0
wdo1< Wklv vxjjhvwv wkdw �upv zklfk �qg wkhpvhoyhv vwudsshg iru ixqgv zrxog lqyhvw
pruh lq lqirupdo dfwlylwlhv1 Odfn ri fuhglw frxog d�hfw wkh edodqfh ehwzhhq wkh wzr
vwudwhjlhv1

Wkh vlpsohvw zd| wr wklqn derxw irupdo dqg lqirupdo dfwlylwlhv lv lq whupv ri wkh
phdqv ri sd|phqw1 Zh ylhz hqwhusulvh gluhfwruv dv idflqj d phqx ri dfwlrqv/ wkdw
zh glylgh lqwr fdvk dqg qrq0fdvk surgxfwlrq143 Wkh nh| glvwlqfwlrq lv zkhwkhu wkh
hqwhusulvh uhfhlyhv prqh| ru jrrgv dv sd|phqw1 44 Wklv lv vlplodu/ exw qrw h{dfwo| wkh
vdph glvwlqfwlrq dv irupdo dqg lqirupdo sur�w vhhnlqj dfwlylwlhv145 Zh zloo dovr uhihu
wr wkh surgxfwlrq ri kdug +irupdo, dqg vriw +lqirupdo, jrrgv1 Wkh nh| glvwlqfwlrq lv
zkhwkhu wkh hqwhusulvhv vhoov iru fdvk ru qrw1

Lw lv lpsruwdqw wr qrwh wkdw lqirupdo dfwlylwlhv fdq lqyroyh ydulrxv w|shv ri qrq0
prqhwdu| wudqvdfwlrqv/ vxfk dv eduwhu ru sd|phqw ri wd{hv lq0nlqg1 Lw dovr lqfoxghv
wkh xvh ri surplvvru| qrwhv vxfk dv yhnvhov1 Wkh nh| srlqw derxw vxfk wudqvdfwlrqv lv
wkdw wkh| rffxu rxwvlgh wkh irupdo prqhwdu| v|vwhp1 Wklv kdv wkh lpsruwdqw h�hfw
ri pdnlqj vxfk wudqvdfwlrqv pxfk ohvv revhuydeoh1

<D fulwlfdo w|sh ri wkhvh lqyhvwphqwv lv lq uhodwlrqv zlwk orfdo jryhuqphqw r!fldov1 Dq hqwhusulvh
olnh Vhyhuvwdo ru Qryrolshvwnv| lqyhvw lq orfdo srolwlfldqv wr surwhfw djdlqvw rxwvlgh lqyhvwruv1 Wklv
lv prvw lpsruwdqw lq wkhvh fdvhv ehfdxvh wkh| kdyh pdunhwdeoh rxwsxw1 Wkh idfw wkdw LSV ohwv wkhp
nhhs h{fhvv zrunhuv khosv zlwk orfdo jryhuqphqwv1

43Wklv lv gl�huhqw iurp eh}qdolfkq|h +qrq0fdvk prqh|, dqg qdolfkq|h +fdvk prqh|,1 Prvw ri zkdw
zh uhihu wr dv fdvk surgxfwlrq hduq uhyhqxh lq wkh irup ri eh}qdolfkq|h1 Wkh glvwlqfwlrq ehwzhhq
fdvk dqg qrq0fdvk surgxfwlrq uhihuv wr zkhwkhu uhfhlswv duh prqhwdu| ru qrw/ qrw rq wkh w|sh ri
prqh| wkdw lv uhfhlyhg1

44Dowkrxjk zkhq hqwhusulvhv sd| wd{hv lq nlqg wkhlu ehkdylru lv revhuydeoh/ |hw wkhvh duh lqirupdo
dfwlylwlhv1 Lq sduwlfxodu/ wkh| ghshqg rq wkh txdolw| ri hqwhusulvh uhodwlrqvklsv1

45Dffruglqj wr ^7` lqirupdo sur�w0vhhnlqj dfwlylwlhv uhihuv wr wkh surgxfwlrq ri zhdowk wkdw fdq eh
klgghq iurp r!fldo ylhz1 Wkh lqirupdo dfwlylwlhv wkdw zh glvfxvv pd| ru pd| qrw eh klgghq iurp
r!fldo ylhz1 Iru h{dpsoh/ dq hqwhusulvh pd| sd| lwv wd{hv zlwk r�vhwv1 Wklv lv qrw d klgghq dfwlylw|1
Xvlqj eduwhu wr hydgh sd|phqwv wr vkduhkroghuv zrxog eh1 Wkh nh| srlqw lq wkh fxuuhqw frqwh{w lv
zkhwkhu ru qrw wkh wudqvdfwlrq lv sdlg iru zlwk prqh|1
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514 Eduwhu

Wkh jurzlqj lpsruwdqfh ri eduwhu lq wkh Uxvvldq hfrqrp| kdv ehhq qrwhg e| pdq|
revhuyhuv ^4`146 Lq d 4<<7 vxuyh| ri 483 Uxvvldq hqwhusulvhv/ Lfnhv dqg U|whupdq
irxqg wkdw wkh lqflghqfh ri eduwhu kdg lqfuhdvhg iurp 8( ri wkh ydoxh ri wudqvdfwlrqv
lq 4<<5 wr dssur{lpdwho| 53( lq 4<<7> ^4` uhsruw d ixuwkhu lqfuhdvh wr dssur{lpdwho|
73( lq 4<<91 D 4<<: vxuyh| ri 683 hqwhusulvhv rewdlqhg d vlplodu uhvxow= 75( zdv
wkh uhsruwhg vkduh ri vdohv wkdw zhuh frqgxfwhg zlwk eduwhu147 Wklv jurzwk lq eduwhu/
dqg lq rwkhu qrq0prqhwdu| phdqv ri sd|phqw/ kdv ohg wr d uh0ghprqhwl}dwlrq ri wkh
Uxvvldq hfrqrp| ^7`1

Eduwhu kdv ehhq d sduw ri Uxvvld*v wudqvlwlrq hfrqrp| yluwxdoo| iurp wkh ehjlq0
qlqj1 Lqlwldoo|/ eduwhu zdv frqvlghuhg wr eh d qdwxudo uhvsrqvh e| vrph hqwhusulvhv
wr wkh kljk lq dwlrq wkdw suhydlohg lq Uxvvld diwhu sulfhv zhuh olehudol}hg1 Fxulrxvo|/
wkrxjk/ wkh lqflghqfh ri eduwhu kdv lqfuhdvhg vxevwdqwldoo| dv �qdqfldo vwdelol}dwlrq
kdv surfhhghg1 Iru wklv uhdvrq/ wkh jurzwk ri eduwhu kdv vrphwlphv ehhq dwwulexwhg
wr d vkruwdjh ri oltxlglw| fuhdwhg e| vwdelol}dwlrq/ dv kljk uhdo lqwhuhvw udwhv pdnh lw
kdug iru hqwhusulvhv wr eruurz1 Lw lv lpsruwdqw wr qrwh/ krzhyhu/ wkdw wkh lpshwxv wr
eduwhu riwhq frphv iurp wkh vhoohu ^4`1 Wklv vxjjhvwv wkdw rwkhu prwlydwlrqv iru eduwhu
pd| eh dw zrun1

Dq dowhuqdwlyh h{sodqdwlrq iru wkh jurzwk ri eduwhu irfxvhv rq lwv xwlolw| lq hqkdqf0
lqj wkh delolw| wr vxuylyh Uxvvld*v rqhurxv wd{ v|vwhp1 Wkh �uvw dqg prvw reylrxv
xvh ri eduwhu lq wklv uhjdug lv iru wd{ hydvlrq1 D pruh vxewoh/ dqg pruh shfxolduo|
Uxvvldq/ uhdvrq iru eduwhu lv qrw wr hydgh wd{hv/ exw wr sd| wkhp 0 rqo| qrw lq fdvk1

Dv dq dowhuqdwlyh wr prqhwdu| h{fkdqjh/ eduwhu gluhfwo| dlgv lq wd{ hydvlrq e|
dyrlglqj wkh �uvw olqh ri wd{ froohfwlrq1 Wudqvdfwlrqv wkdw  rz wkurxjk wkh edqnlqj
v|vwhp duh dydlodeoh iru froohfwlrq e| wkh Vwdwh Wd{ Vhuylfh iru hqwhusulvhv wkdw duh
gholqtxhqw rq wkhlu wd{ reoljdwlrqv1 Wklv surylghv d gluhfw lqfhqwlyh iru hqwhusulvhv lq
duuhduv wr dyrlg xvlqj prqh|/ dv wkh h�hfwlyh wd{ udwh rq uhyhqxh lv 433(1

Eduwhu dovr sod|v d pruh gluhfw uroh lq wd{ hydvlrq1 Wkh xvh ri eduwhu doorzv hqwhu0
sulvhv wr uhfrug wkh ydoxh ri wudqvdfwlrqv lq zd|v wkdw uhgxfh ryhudoo wd{ lqflghqfh1 E|
lq dwlqj wkhlu surgxfwlrq frvwv/ sur�wdeoh hqwhusulvhv fdq uhgxfh wkhlu wd{ sd|phqwv1
Ri frxuvh wkh rwkhu sduw| wr wkh wudqvdfwlrq zloo kdyh juhdwhu dffrxqwlqj uhyhqxhv/
exw li wklv hqwhusulvhv lv d ydoxh0ghvwur|lqj hqwhusulvh/ wklv zloo qrw uhvxow lq lqfuhdvhg
wd{ oldelolw|148

46Lw wrrn vrph zrunhuv dw d forfn idfwru| lq Shq}d/ d flw| 673 plohv vrxwkhdvw ri Prvfrz/ wkuhh
gd|v wr fduu| wkhlu vdodulhv krph1 Wkdw*v ehfdxvh wkh erqxv zdv sdlg lq wrlohw sdshu1 Hdfk zrunhu
jrw derxw 483 uroov1 Exw zrunhuv kdg wurxeoh �vshqglqj� wkh erqxv= rqh zrpdq wulhg wr sd| khu
uhqw lq wrlohw sdshu/ exw pxqlflsdo krxvlqj r!fldov uhixvhg wr dffhsw lw1 +DS/ Qryhpehu 7,

47Vhh dovr wkh uhvxowv ri Dxnxwvlrqhn +uhsruwhg lq ^;/ 449`, zklfk jlyhv yhu| vlplodu uhvxowv1 D
uhfhqw jryhuqphqw vwxg| ri wkh 543 odujhvw frusrudwh wd{ gholqtxhqwv +zklfk dffrxqw iru 56( ri wkh
lqgxvwuldo oderu irufh, irxqg wkdw wkh| frqgxfwhg :6( ri wkhlu wudqvdfwlrqv lq qrqfdvk irup ^:`1

48Zh h{dplqh wklv pruh fduhixoo| lq wkh dsshqgl{/ zkhuh zh frqvlghu wzr h{dpsohv zklfk vkrz
krz orvvpdnlqj hqwhusulvhv fdq idflolwdwh wd{ hydvlrq wkurxjk eduwhu1
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Ri frxuvh eduwhu lv yhu| frvwo|> hvshfldoo| pxowlodwhudo eduwhu wkdw uhtxluhv wkh
fuhdwlrq ri fkdlqv ri h{fkdqjhv1 Wklv vxjjhvwv wkdw wkh wd{ zhgjh lq Uxvvld pxvw eh
udwkhu kljk1 Rqh phdqv ri uhgxflqj wkh frvwv ri eduwhu lv wkurxjk wkh xvh ri yhnvhov
+surplvvru| qrwhv,1 Wkhvh duh qrwhv lvvxhg e| frpphufldo edqnv/ jryhuqphqwv/ dqg
hqwhusulvhv/ dqg wkh| vhuyh dv dq dowhuqdwlyh phglxp ri h{fkdqjh1 Wkh xvh ri yhnvhov
kdv ehfrph zlghvsuhdg= e| vrph hvwlpdwhv wkh rxwvwdqglqj vwrfn lv urxjko| derxw
wzr0wklugv ri uxeoh P5 ^;/ 4:;`1 Hqwhusulvh yhnvhov duh lvvxhg e| odujh hvwdeolvkhg
�upv +h1j1/ Jd}surp/ XHV,1 Wkhvh qrwhv flufxodwh dprqj fkdlqv ri hqwhusulvhv wkdw
rzh jrrgv wr wkh lvvxhu1 Hyhqwxdoo| wkh qrwh lv uhghhphg e| vrph fxvwrphu ri wkh
lvvxhu1 Wkh| duh sduwlfxoduo| xvhixo lq uholhylqj wkh sureohp ri pxwxdo qrqsd|phqwv1

Zkdw pdnhv yhnvhov lqwhuhvwlqj lq wkh fxuuhqw frqwh{w lv wkdw wkh| d�rug wkh hqwhu0
sulvh d phdqv ri flufxpyhqwlqj wkh wd{ dxwkrulwlhv fodlp rq edqn ghsrvlwv1 Ehfdxvh
yhnvhov flufxodwh rxwvlgh wkh edqnlqj v|vwhp dq hqwhusulvh zlwk d eorfnhg dffrxqw
fdq pdnh dqg dffhsw sd|phqwv dqg dyrlg wd{dwlrq1 Zkloh/ lq sulqflsoh/ uhfhlswv uh0
fhlyhg lq wkh irup ri yhnvhov duh wd{deoh/ wkh sd|phqwv whfkqrorj| lv vxfk wkdw wkh
rssruwxqlwlhv iru hydvlrq duh pxfk orzhu1

515 Wd{ R�vhwv= Qrqfdvk Surgxfwlrq wr Sd| Wd{hv

Wkh phfkdqlvp ri wd{ r�vhwv olhv dw wkh khduw ri wkh vshfl�f irup ri eduwhu revhuyhg
lq Uxvvld wrgd|1 Uxvvldq jryhuqphqwv dw doo ohyhov duh lqfuhdvlqjo| zloolqj wr r�vhw
hqwhusulvhv* wd{ reoljdwlrqv djdlqvw jrrgv ru vhuylfhv gholyhuhg wr wkh jryhuqphqw1 Dw
wkh ihghudo ohyho/ wkh jryhuqphqw fdqfhov wd{ duuhduv ru wd{hv gxh lq olhx ri sd|phqw iru
vwdwh rughuv1 Orfdo jryhuqphqwv pruh iuhtxhqwo| xvh r�vhwv lq h{fkdqjh iru vhuylfhv
surylghg e| hqwhusulvhv1 Wkhvh forxg wkh glylvlrq ri uhyhqxhv ehwzhhq orfdo dqg
ihghudo jryhuqphqwv1 Wkh| pd| eh d frqyhqlhqw phwkrg iru orfdo jryhuqphqwv wr
fdswxuh d odujhu vkduh1 Wd{ r�vhwv surylgh hqwhusulvhv zlwk wkh rssruwxqlw| wr sod|
r� rqh ohyho ri jryhuqphqw zlwk dqrwkhu149

VWV r!fldov duh w|slfdoo| fdswxuhg e| orfdo jryhuqphqwv dqg hqwhusulvhv zklfk
vxsso| vhuylfhv/ hwf1 Sd|phqw ri wd{hv lq nlqg d�rugv juhdw  h{lelolw| wr pdqdjhuv1
Pdqdjhuv fdq sd| wd{hv zlwk lq0nlqg vhuylfhv dqg wd{ r�vhwv14: Wkh iruphu duh
lpsruwdqw iru orfdo wd{hv/ wkh odwwhu iru ihghudo wd{hv +lq olhx ri sd|phqwv iurp wkh
jryhuqphqw,1

Vrph lghd derxw wkh pdjqlwxgh ri r�vhwv fdq eh vhhq iurp Wdeoh 51

49Qrwh wkdw wkh| fdq riwhq idflolwdwh wkh eduwhu surfhvv1 D krvslwdo gluhfwru lq Nrvwurpd vx�huuhg
iurp d vkruwdjh ri olqhqv1 Khu uhvsrqvh zdv wr fdoo d orfdo wh{wloh surgxfhu dqg lqtxluh lqwr wkhlu
wd{ vlwxdwlrq1 Ri frxuvh wkh wh{wloh �up kdg rxwvwdqglqj orfdo wd{ oldelolwlhv/ vr wkh krvslwdo gluhfwru
duudqjhg wr kdyh wkhvh r�vhw lq h{fkdqjh iru wkh gholyhu| ri olqhqv wr wkh krvslwdo1

4:Qrwlfh wkdw wkh hqwhusulvh lv riwhq wkh prqrsro| vxssolhu ri wkh vhuylfh1 Wklv uhvxowv lq orzhu
h�hfwlyh wd{dwlrq1Hqwhusulvhv irup rujdql}dwlrqv wr frruglqdwh r�vhwv1 Lq Yrorjgd/ wkh phwdooxujlfdo
frpelqh/ Vhyhuvwdo/ vhw xs wkhYrorjgdfklqd/ khdghg e| Vhyhuvwdo*v �qdqfldo gluhfwru1 Wklv pryhphqw
h{lvwv wr shuirup r�vhwv iru wkh reodvw exgjhw1 Qrwlfh wkdw wklv lv yhu| lpsruwdqw iru wkh orfdo
jryhuqphqw dv zhoo dv wkh hqwhusulvh1

:



Wdeoh 5= Ihghudo Wd{ Froohfwlrq/ 4<<804<<:
+wuloolrqv ri 4<<: uxeohv,

Wrwdo Wd{hv Wd{hv froohfwhg Wd{hv qrw
wd{hv froohfwhg lq qrq0fdvk froohfwhg lq
gxh lq fdvk irup dq| irup

4<<8 69913 4;<1< 8<18 44919
4<<9 66619 4;71< 8<19 ;<13
4<<: 66619 4671: <71< 43713

Lq 4<<:/ ohvv wkdq 93( ri doo ihghudo wd{hv froohfwhg zhuh sdlg lq fdvk> wkh uhvw zhuh
lq wkh irup ri r�vhwv1 Lq 45 ri Uxvvld*v ;< uhjlrqv/ fdvk dffrxqwhg iru ohvv wkdq 73(
ri ihghudo wd{ sd|phqwv1 Wkhvh uhjlrqv lqfoxgh vrph ri wkh eljjhvw wd{sd|huv/ dqg
vrph uhjlrqv zlwk wkh eljjhvw dqg prvw sdwhuqdolvwlf hqwhusulvhv= Ql}kq| Qryjrurg/
Vyhugoryvn/ Shup/ dqg Nhphuryr14; Dw wkh orfdo dqg uhjlrqdo ohyho/ eduwhu dqg r�vhwv
duh hyhq pruh zlghvsuhdg14<

Sd|phqw ri wd{hv lq qrqprqhwdu| irup kdv juhdw lpsolfdwlrqv iru wkh jryhuqphqwv
wkhpvhoyhv/ dq lvvxh zh h{dplqh lq Vhfwlrq :/ ehorz1 Exw prvw lpsruwdqw iru rxu
lpphgldwh glvfxvvlrq lv wkh idfw wkdw wd{ r�vhwv ixqgdphqwdoo| fkdqjh wkh fkrlfh vhw
iru Uxvvldq hqwhusulvh gluhfwruv1 E| doorzlqj wkh hqwhusulvh wr sd| wd{hv lq �vriw
jrrgv/� wkdw lv/ rxwsxw iru zklfk wkhuh lv qr h�hfwlyh ghpdqg/ wkh| jlyh dq lqfhqwlyh
wr dyrlg uhvwuxfwxulqj1 Iru pdq| hqwhusulvhv lw lv hdvlhu wr surgxfh vriw jrrgv wkdq
wr uhvwuxfwxuh dqg hduq dgglwlrqdo fdvk lqfrph wr sd| wd{hv lq fdvk1 Vriw jrrgv
surgxfwlrq doorzv iru xvh ri lgoh fdslwdo dqg oderu/ dqg r�huv dq dgglwlrqdo h{sodqdwlrq
iru oderu krduglqj1

Lq vkruw/ wd{ r�vhwv shuplw hqwhusulvhv wr vxuylyh zlwkrxw uhvwuxfwxulqj1 Lq wkh
qh{w vhfwlrq/ zh h{dplqh krz hqwhusulvh ehkdylru lq Uxvvld lv ixqgdphqwdoo| fkdqjhg
e| wklv rswlrq1

6 W|shv ri Hqwhusulvhv dqg Lqlwldo Frqglwlrqv
Zkhwkhu ru qrw dq hqwhusulvh fkrrvhv wr uhvwuxfwxuh ghshqgv rq wkh ixqgdphqwdo
rssruwxqlwlhv lw idfhv1 Zh fdq dvvxph wkdw wkh hqwhusulvh*v lqlwldo frqglwlrqv frq0
vlvw ri wkh sk|vlfdo dqg kxpdq fdslwdo vwrfn lw srvvhvvhv/ rq wkh rqh kdqg/ dqg lwv
vwrfn ri uhodwlrqdo fdslwdo/ rq wkh rwkhu1 Wkhvh wzr idfwruv/ uhvshfwlyho|/ jryhuq wkh
srvvlelolwlhv iru surgxflqj pdunhwdeoh surgxfwv +uhvwuxfwxulqj,/ dqg wkh srwhqwldo iru
vxuylydo zlwkrxw uhvwuxfwxulqj1 Hqwhusulvhv gl�hu lq wkhlu lqkhulwdqfhv zlwk uhvshfw
wr wkhvh wzr idfwruv/ dqg wkhvh gl�huhqfhv h{sodlq wkh fkrlfhv hqwhusulvhv pdnh derxw
uhvwuxfwxulqj1

4;Y1 Exwnhylfk/ �Ph}kgx survko|p l exgxvkfklp/� Hnrqrplnd l }kl}q*/ qr1 8/ 4<<;/ s1 61
4<Iru d vdpsoh ri 6< uhjlrqv +ri Uxvvld*v wrwdo ;<,/ wkh dyhudjh vkduh ri qrqfdvk wd{ uhyhqxhv lq

4<<9 zdv 93( wr uhjlrqdo +reodvw/ nud|/ dqg uhsxeolfdq, exgjhwv dqg 76( wr orfdo +glvwulfw dqg flw|,
exgjhwv ^;/ 4;4`1
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Ohw o� eh wkh vwrfn ri uhodwlrqdo fdslwdo ri hqwhusulvh l/ dqg ohw &� eh lwv vwrfn ri
sk|vlfdo fdslwdo1 Ohw d edu ghqrwh wkh lqlwldo ohyhov ri wkhvh wzr yduldeohv1 Wkhq wkh
lqlwldo frqglwlrqv iru hqwhusulvh l fdq eh zulwwhq dv io�c &�j1 Wkh sk|vlfdo fdslwdo vwrfn
lv vwudljkwiruzdug1 Wkh uhodwlrqdo fdslwdo vwrfn lv qrw1

614 Pdunhw Glvwdqfh

Lw lv xvhixo wr frqvlghu qrw rqo| krz pxfk sk|vlfdo fdslwdo wkh hqwhusulvh kdsshqv wr
kdyh dw wkh rqvhw ri wudqvlwlrq/ exw dovr krz pxfk lw qhhgv wr vxffhhg lq d pdunhw
hfrqrp|1 Wr pdnh wklv pruh suhflvh/ ohw xv gh�qh wkh glvwdqfh wkh hqwhusulvh pxvw
fryhu wr surgxfh d pdunhwdeoh rxwsxw1 Ohw &�| eh wkh fxuuhqw fdslwdo vwrfn dqg &6�
eh wkh fdslwdo vwrfn uhtxluhg wr surgxfh d pdunhwdeoh surgxfw dw frvw153 Wkhq _� '
BE&6� � &�� lv wkh hfrqrplf glvwdqfh hqwhusulvh � pxvw wudyhuvh wr ehfrph pdunhwdeoh
dw wkh vwduw ri wudqvlwlrq/ dqg _�| ' BE&6� � &�|� lv wkh fxuuhqw glvwdqfh1 Wklv glvwdqfh
ghshqgv rq wzr idfwruv= wkh fkdudfwhulvwlfv +txdolw| dqg frvw ri surgxfwlrq, ri wkh
jrrg lq txhvwlrq/ dqg wkh frvw ri fkdqjlqj wkhvh fkdudfwhulvwlfv1 Dq rlo surgxflqj
hqwhusulvh/ iru h{dpsoh/ pd| kdyh d yhu| orz _�/ zkloh d pdfklqh0wrro surgxfhu pd|
kdyh d odujhu glvwdqfh wr wudyho1 Lqlwldoo|/ wkhuh lv vrph glvwulexwlrq ri _� dfurvv
hqwhusulvhv1

Lw lv lpsruwdqw wr hpskdvl}h wkdw glvwdqfh ghshqgv rq fxuuhqw frqglwlrqv dqg
frvwv ri fkdqjlqj wkhp1 Dq hqwhusulvh pd| fxuuhqwo| eh ghvwur|lqj ydoxh exw lwv _�
frxog vwloo eh orz1 Wkh txhvwlrq iru wkh hqwhusulvh lv wkh frvw ri uhgxflqj wklv glvwdqfh>
krz pxfk lqyhvwphqw zloo lw wdnh wr uhgxfh wkh glvwdqfh/ dqg zkdw lv wkh rssruwxqlw|
frvw ri wkdw lqyhvwphqw1 Wkh frqfhsw ri hfrqrplf glvwdqfh lv lqwurgxfhg wr fdswxuh
wkh dprxqw ri h�ruw wkdw zloo eh uhtxluhg wr surgxfh d frpprglw| wkdw fdq eh vrog
sur�wdeo|1 Lw lv wkxv d ixqfwlrq ri klvwru| dqg wkh frvwv ri uhvwuxfwxulqj154

615 Uhodwlrqdo Fdslwdo

Hqwhusulvhv dovr gl�hu lq wkhlu lqkhulwhg vwrfn ri uhodwlrqdo fdslwdo1 Vrph hqwhusulvhv
+gluhfwruv, kdyh yhu| jrrg uhodwlrqv zlwk orfdo dqg2ru ihghudo r!fldov1 Uhodwlrqv zlwk
rwkhu hqwhusulvhv +gluhfwruv, zloo dovr ydu|1 Wkh vwrfn ri wkhvh uhodwlrqvklsv ghwhuplqhv
wkh w|shv ri wudqvdfwlrqv wkdw fdq eh vxssruwhg +eduwhu yhuvxv fdvk/ suh0sd|phqw/
hwf1,1

Uhodwlrqdo fdslwdo lv jrrgzloo wkdw fdq eh wudqvodwhg lqwr lqirupdo hfrqrplf df0

53Qrwh wkdw wklv zloo lqfoxgh fkdqjhv lq pdunhwlqj dqg rujdql}dwlrqdo ehkdylru1 Exw wkhvh fkdqjhv
dovr uhtxluh lqyhvwphqw/ ri rqh w|sh ru dqrwkhu/ vr wklv fdq eh wkrxjkw ri lq whupv ri wkh fdslwdo
vwrfn1

54Wklv vxjjhvwv/ iru h{dpsoh/ wkdw vkrfnv wr wkh frvw ri fdslwdo uhvxow lq dq lqfuhdvh lq glvwdqfh
iru doo hqwhusulvhv/ exw wkdw wklv lv juhdwhu iru wkrvh zklfk uhtxluh juhdwhu lqyhvwphqw wr frpsohwh
wkh sdwk1
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Iljxuh 4= U0G Vsdfh

wlylw|155 Lw uhihuv wr uhodwlrqv zlwk rwkhu hqwhusulvhv dqg zlwk jryhuqphqw r!fldov156

Wkh dfwlrqv wkdw dq hqwhusulvh wdnhv fdq d�hfw lwv vwrfn ri uhodwlrqdo fdslwdo1
Mxvw dv lqyhvwphqw dxjphqwv wkh sk|vlfdo fdslwdo vwrfn/ hqwhusulvhv fdq lqyhvw lq
uhodwlrqdo fdslwdo dv zhoo1 Dq hqwhusulvh fdq/ iru h{dpsoh/ shuirup vhuylfhv iru wkh
orfdo jryhuqphqw1 Wklv dfwlrq pd| hqkdqfh wkh hqwhusulvh*v uhodwlrqvklsv zlwk orfdo
r!fldov/ dqg wkxv lqfuhdvh lwv fdsdflw| wr frqgxfw lqirupdo dfwlylwlhv lq wkh ixwxuh1 Lw
lv lpsruwdqw wr uhfrjql}h wkdw dxjphqwlqj uhodwlrqdo fdslwdo lv frvwo|1

Hqwhusulvhv fdq wkxv eh frqvlghuhg lq whupv ri wkhlu lqkhulwdqfh ri o� dqg _�/ dqg
wkh ehkdylru ri dq hqwhusulvh zloo ghshqg rq zkhuh wkh hqwhusulvh lv lq o � _ vsdfh1
Frqvlghu �jxuh 4/ zkhuh zh uhsuhvhqw wkh glvwulexwlrq ri hqwhusulvhv lq whupv ri wkhvh
lqlwldo frqglwlrqv1

D fuxfldo dvshfw ri wudqvlwlrq lv wkdw wkh lqlwldo glvwulexwlrq ri _� lqkhulwhg iurp
wkh Vrylhw shulrg gl�huv iurp wkh glvwulexwlrq wkdw zh zrxog revhuyh lq d pdunhw
hfrqrp|1 Lq d pdunhw hfrqrp| hqwu| lqwr dq lqgxvwu| ghshqgv rq h{shfwdwlrqv derxw
wkh srwhqwldo �up*v frvwv +surgxfwlylw|, frpsduhg zlwk wkh frvwv +surgxfwlylw|, ri
h{lvwlqj �upv1 Ilupv wkdw hqwhu h{shfw wkdw wkh| duh orz frvw surgxfhuv1 Ehfdxvh ri
xqfhuwdlqw| vrph �upv hqwhu dq lqgxvwu| rqo| wr ohduq wkdw wkh| duh uhdoo| d kljk frvw
surgxfhu1 Li h{shfwhg frvwv duh vx!flhqwo| kljk h{ dqwh/ wkhq hqwu| zloo qrw rffxu1
Khqfh/ wkh glvwulexwlrq ri _� zloo eh fhqwhuhg durxqg vrph yhu| vpdoo ydoxh1 Wkh
glvwulexwlrq ri _� lv fhqvruhg iru wzr uhdvrqv1 Ilupv zlwk kljk h{ dqwh frvwv gr qrw

55Lw lv lpsruwdqw wr qrwh wkdw uhodwlrqv dlg lq surgxfwlrq1 Khqfh/ lqyhvwlqj lq uhodwlrqv lv qrw wkh
vdph dfwlylw| dv uhqw0vhhnlqj1

56Lq wkh Vrylhw frqwh{w hqwhusulvh gluhfwruv uholhg rq wkh dffxpxodwlrq dqg xvh ri lq xhqfh +eodw,1
Wklv zdv fulwlfdo wr shuirupdqfh lq wkh kljko| glvwruwhg uhjlph ri fhqwudo sodqqlqj/ zkhuh vxsso|
idloxuhv zhuh d frqvwdqw ihdwxuh ri hfrqrplf olih1 Uhodwlrqv zlwk orfdo sduw| r!fldov zhuh riwhq
fuxfldo wr rewdlqlqj vfdufh lqsxwv1 Pxfk ri wklv uhpdlqv lq vxevwdqfh/ dqg riwhq lq irup dv zhoo1
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hqwhu/ dqg �upv zlwk kljk h{ srvw frvwv h{lw157

Lq wudqvlwlrq/ krzhyhu/ wkh lqlwldo glvwulexwlrq ri frvwv lv vxfk wkdw pdq| hqwhu0
sulvhv kdyh _� wkdw zrxog qrw eh revhuyhg lq d pdunhw hfrqrp|1 Wklv lv/ ri frxuvh/
wkh hvvhqfh ri wkh uhvwuxfwxulqj sureohp/ wkdw hqwhusulvhv kdyh wr udglfdoo| uhgxfh
wkhlu glvwdqfh wr wkh pdunhw hfrqrp|1 Khqfh/ wkh fhqwhu ri wkh glvwulexwlrq ri _� dw
wkh rqvhw ri wudqvlwlrq lv vkliwhg wr wkh uljkw1 Glvwdqfhv wkdw zrxog qrw eh revhuyhg
lq pdunhw hfrqrplhv duh revhuyhg lq wudqvlwlrq hfrqrplhv1

Wklqnlqj derxw wudqvlwlrq lq whupv ri o � _ vsdfh surylghv dq dowhuqdwlyh zd| wr
wklqn derxw wudqvlwlrq1 Frqyhqwlrqdoo|/ vxffhvv lq hqwhusulvh pdqdjhphqw lv wkrxjkw
ri lq rqh glphqvlrq rqo|= pryhphqw wr pryh wr wkh ohiw rq wkh g0d{lv lq �jxuh
41 Surjuhvv iru wkh djjuhjdwh hfrqrp| lv ylhzhg dv d vkliw wr wkh ohiw ri wkh hqwluh
glvwulexwlrq ri hqwhusulvhv1 Idloxuh wr dfklhyh wklv lv dwwulexwhg wr wkh shuvlvwhqfh ri
vriw0exgjhw frqvwudlqwv/ lqh�hfwlyh edqnuxswf| surfhgxuhv dqg xqwudlqhg pdqdjhuv1
Wkh o � _ ylhz vxjjhvwv wkdw vxffhvv iru dq lqglylgxdo hqwhusulvh lv wr eh yldeoh
lq hlwkhu glphqvlrq1 D yldeoh/ hyhq  rxulvklqj hqwhusulvh grhv qrw kdyh wr eh rqh
wkdw kdv dgdswhg wr wkh pdunhw1 Lw pd| kdyh dgdswhg wr wkh lqirupdo uhjlph ri
sdwhuqdolvp/ wd{ r�vhwv dqg eduwhu/ yld wkh vwudwhjlf xvh ri uhodwlrqdo fdslwdo1

Rqfh zh uhfrjql}h wkh lpsruwdqfh ri uhodwlrqdo fdslwdo/ lw lv dssduhqw wkdw JGS
jurzwk pd| eh gxh qrw rqo| wr uhvwuxfwxulqj/ exw dovr wr lqirupdo dfwlylw|1 Wkh
surgxfwlrq ri vriw jrrgv fdq dovr ohdg wr lqfuhdvhv lq rxwsxw1 Wklv phdqv wkdw uh0
vxpswlrqv lq JGS jurzwk pd| qrw eh wkh ehvw lqglfdwruv ri uhvwuxfwxulqj1

616 Yldelolw| Frqvwudlqw

Dowkrxjk uhodwlrqv fdq doorz dq hqwhusulvh wr frpshqvdwh iru odujh glvwdqfh/ vrph
hqwhusulvhv kdyh vxfk srru lqlwldo frpelqdwlrqv ri o dqg _ wkdw wkh| duh xqyldeoh1
Qrw rqo| duh wkhvh hqwhusulvhv vlwxdwhg idu iurp wkh pdunhw/ exw wkh txdolw| ri wkhlu
uhodwlrqv zlwk r!fldov dqg rwkhu hqwhusulvhv lv vr srru wkdw wkh| fdqqrw eh uholhg rq
iru vxuylydo1 Fohduo|/ wkh plqlpxp ohyho ri uhodwlrqv qhhghg wr vxuylyh lv lqfuhdvlqj
zlwk glvwdqfh1 Vr zh fdq lpdjlqh d erxqgdu| +T � lq �jxuh 4, zlwk srvlwlyh vorsh
wkdw vhsdudwhv wkh uhjlrq ri yldeoh hqwhusulvhv iurp wkrvh wkdw duh qrw yldeoh158 Lw
lv fohdu wkdw wkh odujhu lv wkh glvwdqfh wr wkh pdunhw wkh juhdwhu duh wkh plqlpxp
ohyho ri uhodwlrqv qhfhvvdu| wr vxuylydo1 Wklv lpsolhv wkh srvlwlyh vorsh ri wkh T � olqh1
Krz vwhhs T � zloo eh ghshqgv rq wkh lqvwlwxwlrqdo vhwwlqj159 Lq d ixoo| wudqvsduhqw
hfrqrp| uhodwlrqv pd| frpshqvdwh yhu| olwwoh iru odujh glvwdqfh1 Li r!fldov duh pruh
fruuxsw/ wkhq uhodwlrqv pd| eh pxfk pruh lpsruwdqw1

57Vhh ^8` iru dq dqdo|vlv ri wkh lpsolfdwlrqv ri wkh devhqfh ri h{lw rq lqgxvwuldo g|qdplfv lq sodqqhg
hfrqrplhv1

58Qrwlfh wkdw wkh srvlwlrq ri wkh Y F olqh zloo ghshqg rq krz rshq lv wkh hfrqrp|1 Hqwhusulvhv
wkdw zrxog eh xqyldeoh +iru jlyhq g, lq dq rshq hfrqrp| pd| eh yldeoh li wkh hfrqrp| lv dxwdunlf1

59Dv g lqfuhdvhv/ zh pd| ixuwkhu vxssrvh wkdw wkh plqlpxp u qhfhvvdu| wr vxuylydo lqfuhdvhv dw
dq lqfuhdvlqj udwh1
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Zh fdq lpdjlqh wkdw lqlwldoo| hqwhusulvhv idoo lqwr wkuhh eurdg w|shv1 Li erwk _�
dqg o� duh vpdoo/ iru h{dpsoh wkh �up surgxfhv rlo/ wkhq uhvwuxfwxulqj pd| eh rswlpdo
dqg wkh �up hqwhuv wkh irupdo vhfwru1 Li _� lv odujh/ dqg li uhodwlrqv duh jrrg/ wkh �up
vwd|v lq wkh lqirupdo vhfwru1 Ilqdoo|/ wkh gluhfwruv ri hqwhusulvhv wkdw kdyh orz ohyhov
ri uhodwlrqdo fdslwdo dqg kdyh d kljk _� pd| eh frqylqfhg wkdw wkh| kdyh olwwoh fkdqfh
ri vxuylydo lq hlwkhu uhjlph1 Wkh| pd| vlpso| dedqgrq wkh hqwhusulvh/ orrwlqj lw rq
wkh zd| rxw +ru ohdylqj lw wr eh orrwhg e| rwkhuv,1 wkh hqwhusulvh15:

Lw lv lqwhuhvwlqj wr frqvlghu wkh plqlpxp o qhfhvvdu| wr pdlqwdlq yldelolw| dv _� $
f1 Lq dq Duurz0Gheuhx hfrqrp| uhodwlrqv duh xqlpsruwdqw ehfdxvh doo wudqvdfwlrqv
duh dqrq|prxv> khqfh/ wkh yldelolw| frqvwudlqw zrxog eh d ud| iurp wkh ruljlq1 Lq
vrph hfrqrplhv/ krzhyhu/ uhodwlrqv duh fulwlfdo hyhq li wkh �up kdv _� ' f +whfkqlfdoo|
yldeoh,1 Iru h{dpsoh/ eulehv pd| eh qhfhvvdu| iru vxuylydo1 Lq wkdw fdvh wkh T � zloo
lqwhuvhfw wkh o d{lv dw vrph srvlwlyh ohyho1 Lqghhg/ rqh frxog wklqn ri wkh srvlwlrq ri
wkh lqwhufhsw dv d fruuxswlrq lqgh{1

Diwhu vrph wlph/ krzhyhu/ wkh orrwhg hqwhusulvhv vkulqn dzd| dqg zh duh ohiw zlwk
wkh wzr edvlf w|shv/ dqg d elixufdwlrq ri wkh hqwhusulvh vhfwru1 Rqfh wkh xqfrpshwlwlyh
iulqjh kdv ehhq holplqdwhg/ wkh irfxv ri dwwhqwlrq lv rq wkrvh hqwhusulvhv wkdw duh lq wkh
lqwhuphgldwh frqglwlrq= wkrvh zkhuh wkhuh lv d edodqfh ehwzhhq _ dqg o1 Lqghhg/ wkh
prvw lqwhuhvwlqj hqwhusulvhv duh wkrvh wkdw kdyh orz _ dqg kljk o1 Wkhvh hqwhusulvhv
fdq jr hlwkhu zd|/ dqg wkh nh| txhvwlrq iru uhvwuxfwxulqj lv lq zklfk gluhfwlrq zloo
wkh| irfxv wkhlu dwwhqwlrq1 Wklv lv lpsruwdqw ehfdxvh wkh| fdq frqwulexwh wr wlsslqj
ehwzhhq wzr srvvleoh htxloleuld1

Wkh hvvhqfh ri wklv dujxphqw lv wkdw gl�huhqfhv lq lqlwldo frqglwlrqv duh lpsruwdqw
lq ghwhuplqlqj ehkdylru1 Wkh uhdvrq lv wkdw hqwhusulvhv fdq xvh uhodwlrqdo fdslwdo wr
vxuylyh zlwkrxw forvlqj wkh glvwdqfh wr wkh pdunhw1 Lq wkh devhqfh ri wklv dowhuqdwlyh
wkhq wkh lqlwldo glvwulexwlrq ri _� zrxog qrw pdwwhu/ h{fhsw wr suhglfw zkr zloo eh
prvw vxffhvvixo1 Doo hqwhusulvhv zrxog kdyh wr dgmxvw lq wkh vdph gluhfwlrq1 Zlwk wkh
yldelolw| ri dq lqirupdo vwudwhj|/ krzhyhu/ wkhuh lv dqrwkhu dowhuqdwlyh gluhfwlrq wkdw
hqwhusulvhv fdq wdnh1 Wklv lv zkdw ohdgv wr wkh elixufdwlrq lq ehkdylru1

7 Hqwhusulvh Remhfwlyhv
Wr xqghuvwdqg uhvwuxfwxulqj zh qhhg wr xqghuvwdqg krz ghflvlrqv duh pdghB Zkdw
gr gluhfwruv pd{lpl}hB Qrw phdvxuhg sur�wv/ ehfdxvh wkhlu lqfrphv dqg wkh sur�wv
iurp wkh hqwhusulvh gl�hu gudpdwlfdoo| gxh wr frusrudwh jryhuqdqfh1 Gluhfwruv glyhuw
hqwhusulvh lqfrph wr wkhlu rzq xvh1 Lw lv xvhixo wr wklqn ri wzr w|shv ri dfwlylwlhv1

5:Wkh| vwhdo iurp wkh hqwhusulvh udwkhu wkdq iru wkh hqwhusulvh1
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714 Ljru*v �Irxu Sulqflsohv ri Pdqdjhphqw Sodqqlqj�5;

Ljru r�huv irxu sulqflsohv iru vxffhvvixo pdqdjhphqw sodqqlqj lq wkh fxuuhqw Uxvvldq
hqylurqphqw=

41 Kdyh vrph shufhqwdjh ri |rxu vdohv wr wkh ihghudo jryhuqphqw1 Lghdoo|/ dw derxw
wkh ohyho ri |rxu hvwlpdwhg ihghudo wd{hv1 \rx nqrz |rx zloo qrw eh sdlg iru
wkhvh vdohv/ exw |rx xvh lw wr r�vhw wd{hv1

51 H{sruw vrphwklqj wr d sd|lqj/ kdug fxuuhqf| pdunhw15< \rx qhhg vrph fdvk iru
|rxu rshudwlrqv/ pdlqo| iru xujhqwo| qhhghg lqsxwv1 H{sruwv qhhg qrw eh ri
|rxu pdmru surgxfw1

61 Vhw xs vrph eduwhu rshudwlrqv iru wkh uhvw ri |rxu lqsxwv/ hvshfldoo| ixhov/ hohf0
wulflw| dqg vr rq163 Lw lv ehvw li |rx kdyh vrph surgxfwv wkdw xwlolwlhv qhhg1
Wkhq wkh| zloo sd| |rx lq yhnvho|d wkdw |rx fdq uhghhp iru wkh lqsxwv1

71 Kdyh wkh fdsdelolw| wr surylgh pxqlflsdo vhuylfhv vr wkdw |rx fdq r�vhw orfdo
wd{hv1 Dq lghdo phwkrg lv wr kdyh d frqvwuxfwlrq glylvlrq wkdw fdq �{ vfkrrov/
hwf1

Ljru*v �qdo lqmxqfwlrq= Zkdwhyhu |rx gr grq*w pdnh d sur�w= wkh jryhuqphqw zloo
wdnh lw doo lq wd{hv164

Zklfk hqwhusulvhv fdq ehvw iroorz Ljru*v uxohvB D odujh/ glyhuvl�hg/ lqwhjudwhg/
sdwhuqdolvwlf hqwhusulvh zlwk jrrg uhodwlrqv wr erwk ihghudo dqg orfdo dxwkrulwlhv1 H1J1/
d ghihqvh sodqw1 Dq hqwhusulvh wkdw kdv d odujh vwrfn ri vrfldo dvvhwv1 Li wkh sodqw
kdv lwv rzq krxvlqj dqg vfkrrov/ lw lv lq wkh ehvw srvlwlrq wr surylgh vhuylfhv wr wkhvh
�fxvwrphuv� lq olhx ri orfdo wd{hv1 Wklv pdnhv lw d vhoohu*v pdunhw lq vxsso|lqj wkhvh
vhuylfhv1

Hqwhusulvhv wkdw iroorz Ljru*v uxohv frxog surgxfh pruh exw wkh| gr qrw1 Wkh|
frxog uhvwuxfwxuh/ exw wkh| gr qrw1 Zk|B Sur�wv fdq eh frvwo| wr wkh pdqdjhu/ dv
zh vhh ehorz1

715 Dq H{dpsoh= Wkh Wxwd|hy Hqjlqh Sodqw

Lw lv xvhixo wr frqvlghu dq h{dpsoh ri dgmxvwphqw lq wkh fxuuhqw hqylurqphqw1 Zkhuhdv
Ljru*v hqwhusulvh lv lq dq lqwhuphgldwh srvlwlrq/ zhoo hqgrzhg zlwk uhodwlrqvklsv/ |hw
deoh wr jr wr wkh pdunhw dv zhoo/ wkh Wxwd|hy Hqjlqh Sodqw lv pxfk forvhu wr wkh

5;Ljru pdqdjhv wkh L}khyvnl| Udglr}dyrg1
5<Qryrolshwvnl| Phwdooxujlfdo h{sruwv :5( ri lwv rxwsxw1 Rxw ri wkh uhpdlqlqj 5;( wkdw jrhv wr

wkh grphvwlf pdunhw/ rqo| 718( lv sdlg iru zlwk fdvk1
63Vhyhuvwdo h{sruwv prvw ri lwv rxwsxw1 73( ri surgxfwlrq lv vrog grphvwlfdoo|1 Ri wklv/ 63( lv

eduwhuhg zlwk wkh �Wkuhh Idw Er|v +Wul wrovw|dnd,=� Jd}surp/ UDR \hHV Urvvl/ dqg PSV1 Ri wkh
uhpdlqlqj 43( suhvxpdeo| wklv lv xvhg wr sd| orfdo wd{hv1

64Ri frxuvh zkdw Ljru uhdoo| phdqv lv gr qrw pdnh d sur�w wkdw fdq eh revhuyhg1
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h{lw erxqgdu|1 Dv vxfk lw lv w|slfdo ri pdq| hqwhusulvhv lq khdy| lqgxvwu|1 Wklv
sodqw hpsor|hg 45/333 shrsoh lq wkh 4<;3*v/ lq d wrzq ri 78/333 +Wxwd|hy lq \durvodyo
reodvw,1 Lw lv qrz d sulydwh frpsdq|/ dowkrxjk wkh vwdwh vwloo krogv d vxevwdqwldo
plqrulw| vwdnh1 Wklv sodqw zdv wkh pdmru Vrylhw0hud surgxfhu ri glhvho Y0; hqjlqhv
iru wudfwru0wudlohuv wuxfnv/ gxps wuxfnv/ hduwk0prylqj htxlsphqw/ dqg idup wudfwruv1

Uhirup kdv ohg wr d qhdu wrwdo froodsvh ri surgxfwlrq1 Wkh sodqw kdv fdsdflw| wr
surgxfh derxw 4;/333 glhvho hqjlqhv dqqxdoo|1 Lq 4<<9 surgxfwlrq zdv 734 hqjlqhv>
l1h1/ fdsdflw| xwlol}dwlrq ri derxw 515(1 Vlqfh 4<<3 vdohv dw wkh sodqw duh grzq ds0
sur{lpdwho| ;3( exw hpsor|phqw lv grzq rqo| e| 4:(/ uh hfwlqj wkh oderu krduglqj
wkdw lv w|slfdo ri Uxvvldq hqwhusulvhv1

Zkdw lv prvw lqwhuhvwlqj derxw Wxwd|hy lv wkh vwuxfwxuh ri sd|phqwv iru lwv surg0
xfwv1 Wklv lv jlyhq lq wdeoh 4 iru 4<<91 Qrwlfh <5( ri vdohv duh sdlg iru lq r�vhwv/
dqg wkdw iru vhyhudo fdwhjrulhv ri surgxfwlrq wklv �jxuh lv 433(1 Wkh sodqw lv uho|lqj
rq r�vhwv wr sd| lwv wd{hv dqg wr sd| iru lqsxwv1

Wdeoh 5= 4<<9 Vdohv dqg e| w|sh ri sd|phqw iru Wxwd|hy Sodqw

( sdlg e| ( sdlg lq
Surgxfw ( ri vdohv r�vhwv fdvk
Frpsrqhqwv iru \durvodyo Hqjlqh Sodqw 68 433 3
Vsduh sduwv iru glhvho hqjlqhv 5< ;3 53
Glhvho hqjlqhv : :3 63
Rwkhu surgxfwv +khdw/ zdwhu/ hwf1, 5< 433 3
Wrwdo 433 <5 :

Zrxog wkh gluhfwru ri WP] zrxog suhihu wr vhoo pruh iru fdvkB Jlyhq wkdw rqo|
:( ri vdohv duh sdlg iru lq fdvk rqh pd| vxvshfw wkdw wkh dqvzhu lv |hv1 Exw/ lq
idfw/ wkh sureohp lv pruh frpsoh{1 Wkh sureohp/ kh h{sodlqv/ lv wkdw �fxvwrphuv
iurp frpphufldo vwuxfwxuhv ex| rxu rxwsxw iru fdvk/ exw wkh| sd| rqo| 83093( ri rxu
r!fldo vdohv sulfh1� Krz vkrxog zh lqwhusuhw wklvB Reylrxvo| wkhlu frvwv duh h{fhvvlyh
frpsduhg zlwk wkh sulfh wkh| uhfhlyh iru rxwsxw1 Exw qrqhwkhohvv wkh hqwhusulvh frq0
wlqxhv wr vhoo vrph rxwsxw iru fdvk= �Wklv ylflrxv sudfwlfh/ zklfk lq h�hfw phdqv wkdw
wkhvh ydulrxv frpphufldo vwuxfwxuhv duh sdudvlwl}lqj rxu hqwhusulvh/ kdv qhyhuwkhohvv
ehhq d ylwdo qhfhvvlw| lq fxuuhqw flufxpvwdqfhv dqg kdv doorzhg wkh sodqw wr rewdlq
dw ohdvw d plqlpxp ri fdvk1� Wklv frpphqw frqwdlqv wkh nh| lghd= d �up qhhgv wr
rewdlq vrph fdvk wr fryhu fhuwdlq w|shv ri h{shqvhv/ vr lw zloo vhoo vrph rxwsxw hyhq
dw d orvv1

Qdwxudoo| Wxwd|hy kdv sureohpv pdnlqj sd|phqwv wr zrunhuv dv zhoo1 Lq 4<<9
wkh| pdqdjhg wr sd| rqo| 94( ri wkhlu zdjh eloo1 Wkdw lqfoxghg 69( wkdw zdv sdlg
lq fdvk/ zlwk wkh uhvw sdlg lq wkh irup ri irrgvwx�v/ irrg frxsrqv/ hwf1 Lq Mdqxdu|
4<<: wkh vlwxdwlrq zdv zruvh= rqo| 67( ri zdjhv zhuh sdlg dw doo1
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8 Zkdw gr Gluhfwruv Pd{lpl}hB
Lw lv iuhtxhqwo| dujxhg wkdw hqwhusulvh gluhfwruv lq Uxvvld gr qrw pd{lpl}h sur�wv1
Wkh odfn ri uhvwuxfwxulqj fdq wkhq eh h{sodlqhg e| wkh sureohp ri srru pdqdjhphqw1
Wklv frqfoxvlrq vhhpv wr �w zhoo zlwk Ljru*v lqmxqfwlrq1 Rxu dujxphqw/ krzhyhu/ lv
wkdw gluhfwruv gr pd{lpl}h sur�wv vxlwdeo| phdvxuhg1 Wkh nh| srlqw lv wkdw gluhfwruv
fduh derxw wkh vxp ri irupdo dqg lqirupdo sur�wv1 Lqghhg/ irupdo sur�wv duh udwkhu
frvwo| iru wkh gluhfwru lq fxuuhqw flufxpvwdqfhv1

814 Wkh Frvw ri Sur�wv

Wkhuh duh vhyhudo uhdvrqv zk| irupdo sur�wv duh frvwo| wr wkh pdqdjhu1 Wklv vrxqgv
vwudqjh/ exw lq idfw lw fdswxuhv d nh| hohphqw ri wkh fxuuhqw hqylurqphqw1 Irupdo
sur�wv hqwdlo d ulvn wr gluhfwruv wkdw wkh| vhhn wr dyrlg1

Iluvw ri doo/ irupdo sur�wv dwwudfw wkh dwwhqwlrq ri wkh wd{ dxwkrulwlhv1 Vhfrqg/
wkh| dwwudfw wkh dwwhqwlrq ri fulplqdo rujdql}dwlrqv1 Irupdo sur�wv +hyhq fdvk  rz, lv
dwwudfwlyh wr fulplqdov> lw lv kdughu wr vhoo jrrgv1 Wklug/ irupdo sur�wv gudz dwwhqwlrq
wr wkh hqwhusulvh dv d srwhqwldo wdnhryhu wdujhw165

Zh pd| dovr frqvlghu wkdw irupdo sur�wv pdnh lw kdughu wr ghod| sd|lqj zdjhv
wr zrunhuv1 Suhvxpdeo| wkhuh lv d ghfhqf| frqvwudlqw zklfk uhodwhv qrq0sd|phqw wr
sur�wdelolw|1 Wkhuh duh vrfldo qrupv wkdw jryhuq wkh ghjuhh wr zklfk dq hqwhusulvh
fdq hqjdjh lq qrq0sd|phqw dfwlylwlhv166 Dq hqwhusulvh wkdw lv hduqlqj kljk sur�wv/
ru kdv d odujh fdvk0 rz/ lv lq d srru srvlwlrq wr ghod| sd|phqwv167 Qrwlfh wkdw wkh
delolw| wr hqjdjh lq qrq0sd|phqw lv dovr uhodwhg wr wkh fxuuhqw vwdwh ri uhodwlrqv1 Dq
hqwhusulvh wkdw kdv srru uhodwlrqv zlwk jryhuqphqwv zloo eh vxemhfw wr pruh vhyhuh
suhvvxuh li zdjhv duh xqsdlg wkdq dq hqwhusulvh wkdw kdv jrrg uhodwlrqv1

Wkxv/ ohw � eh wkh pd{lpxp dffhswdeoh udwh ri qrq0sd|phqw/ dqg ohw Ss| eh fdvk
 rz1 Wkhq �| ' sE Ss|

&|
c o|�/ zlwk s �� 	 f dqg s �2 : f1 Dowkrxjk zdjhv duh rffdvlrqdoo|

sdlg lq nlqg/ w|slfdoo| wkh| duh sdlg lq fdvk1 Wkhuhiruh/ d ghfuhdvh lq �| uhvxowv lq
dq lqwhqvl�fdwlrq ri wkh fdvk frqvwudlqw iru wkh hqwhusulvh1 E| fkrrvlqj wr surgxfh
pruh fdvk jrrgv wkh gluhfwru olplwv klv rssruwxqlwlhv wr xvh qrqsd|phqw dv d phdqv
ri dssursuldwlqj lqfrph1

Wkh nh| srlqw khuh lv wkdw wkh gluhfwru ihhov wkdw wkh hqwhusulvh ehorqjv wr klp/ exw
klv irupdo rzqhuvkls vkduh lv pxfk vpdoohu1 Khqfh/ wkh gluhfwru*v ohjdo uljkwv wr wkh
fdvk  rz duh pxfk zhdnhu wkdq klv shufhswlrq ri zkdw kh lv hqwlwoh wr1 Li wkh gluhfwru
rzqhg wkh �up hqwluho| kh zrxog qrw qhhg wr hqjdjh lq dfwlrqv wkdw glyhuw lqfrph
iurp vkduhkroghuv1 Li wkh gluhfwru rzqhg d pdmrulw| ri wkh vkduhv kh frxog eh erxjkw

65Lw lv qrw h{dfwo| fohdu krz wklv h�hfw jrhv1 Rq wkh rqh kdqg/ kljkhu sur�wv pdnhv wkh �up dq
dwwudfwlyh wdnhryhu wdujhw1 Rq wkh rwkhu kdqg/ d �up wkdw kdv orz sur�wv uhodwlyh wr dvvhwv pd| eh
dq dwwudfwlyh wdujhw jlyhq wkdw wkh srvvlelolwlhv iru lqfuhdvlqj sur�wv zlwk d vxffhvvixo wdnhryhu duh
hqkdqfhg1

66Wr wkh wd{ dxwkrulwlhv/ vkduhkroghuv/ pdwhuldo vxssolhuv/ ru wr zrunhuv1
67Wklv lv olnh wkh ghfhqf| frqvwudlqw ri Vkohlihu0Ylvkq|1
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r� +li irupdo dfwlylwlhv duh pruh surgxfwlyh wkdq lqirupdo rqhv, ehfdxvh klv sur�wv
iurp wdnhryhu frxog h{fhhg wkrvh iurp glyhuvlrq1 Exw zlwk lqfrpsohwh rzqhuvkls �
gluhfwruv wkdw rzq uhodwlyho| vpdoo qxpehuv ri vkduhv 0 wkh gluhfwru fdqqrw dssursuldwh
klv shufhlyhg idlu uhzdug h{fhsw e| glyhuwlqj lqfrph168

815 Sur�w Pd{lpl}dwlrq zlwk Yduldeoh H�ruw

D surgxfwlyh zd| wr wklqn derxw wkh gluhfwru*v sureohp lv wr frqvlghu wkh fkrlfh ryhu
krz wr doorfdwh h�ruw wr pd{lpl}h sur�wv1 Wkh nh| yduldeoh lqsxw lv wkh gluhfwru*v
h�ruw/ zklfk lv jlyhq dw e169 Wklv pxvw eh glylghg ehwzhhq surgxflqj fdvk jrrgv
dqg qrq0fdvk jrrgv/ l1h1/ eS n e?S ' e� Wkhq ohw uhvwuxfwxulqj eh d ixqfwlrq ri h�ruw1
Wkh h�ruw qhhghg wr surgxfh fdvk dqg qrq0fdvk jrrgv gl�huv1 Lw lv frvwo| wr surgxfh
d qhz pdunhwdeoh surgxfw1 Wkhq lw pd| eh dgydqwdjhrxv iru wkh �up wr surgxfh
lqirupdo surgxfwv/ zklfk wdnh ohvv h�ruw wr surgxfh1

Wkh dprxqw ri h�ruw qhhghg wr surgxfh fdvk dqg qrq0fdvk jrrgv lv qrw wkh rqo|
gl�huhqfh ehwzhhq wkh wzr w|shv ri rxwsxw1 Hydvlrq lv dqrwkhu1 Jrrgv vrog iru fdvk
lqfxu prqhwdu| wd{ oldelolwlhv dqg lqfrph wkdw pxvw eh sdlg wr vkduhkroghuv dqg
rwkhu vwdnhkroghuv16: Vriw jrrgv/ rq wkh rwkhu kdqg/ duh h{hpsw iurp wkhvh ghpdqgv1
D zhgjh lv wkxv fuhdwhg ehwzhhq wkh uhwxuqv wr wkh wzr w|shv ri dfwlylwlhv1 Wkh
frpelqdwlrq ri wkhvh wzr gl�huhqfhv ehwzhhq fdvk dqg qrq0fdvk jrrgv � wkh gl�hulqj
frvwv ri surgxfwlrq dqg wkh gl�huhqfh lq uhwxuqv gxh wr wkh wd{ zhgjh � phdqv wkdw
wkh uhvrxufhv xvhg e| wkh hqwhusulvh lq surgxfwlrq kdyh wzr sulfhv= d pdunhw sulfh
dqg dq lqirupdo vkdgrz sulfh1

Dq hqwhusulvh zloo kdyh uhvrxufhv wkdw lw fdq xvh wr jhqhudwh erwk kdug dqg vriw
uhyhqxhv1 Iru h{dpsoh +vhh vhfwlrq 715, Wxwd|hy kdv hqjlqhv1 Wkhvh fdq eh vrog wr
frpphufldo vwuxfwxuhv iru fdvk ru eduwhuhg iru lqsxwv ru xvhg dv r�vhwv1 Dv orqj dv
wkh hqwhusulvh*v fdvk frqvwudlqw lv elqglqj +vhh htxdwlrq 7, wkhq wkh vkdgrz sulfh iru
fdvk vdohv zloo eh kljk1 Exw li wklv frqvwudlqw lv vdwlv�hg/ wkhq wkh pdunhw sulfh pd|
eh ehorz wkh lqirupdo sulfh/ dqg uhvrxufhv zloo eh xvhg wr surgxfh lq wkh lqirupdo
vhfwru1

Reylrxvo| wkh �up fkrrvhv d pl{ ri irupdo dqg lqirupdo surgxfwv1 Zh fdq wklqn
ri wkhp dv orz dqg kljk h�ruw surgxfwv16; Irupdo jrrgv duh w|slfdoo| kljk h�ruw
surgxfwv hvshfldoo| zkhq gluhfwhg wr h{sruw pdunhwv1 Wkh| uhtxluh pdunhwlqj dqg
riwhq qhz vxssolhuv1 Wudglwlrqdo fxvwrphuv duh pruh olnho| wr eh looltxlg/ vr irupdo
jrrgv uhtxluh dwwudfwlqj qhz fxvwrphuv/ dqg wklv pd| uhtxluh d ehwwhu surgxfw1 Lq0

68Lqfrpsohwh rzqhuvkls uhihuv wr wkh gl�huhqfh ehwzhhq wkh dfwxdo frqwuro wkh gluhfwru kdv ri wkh
dvvhwv ri wkh hqwhusulvh dqg wkh ohjdo uljkwv kh kdv wr wkh irupdo sur�w +fdvk, vwuhdp1

69Wkh lghd lv wkdw pdlqwdlqlqj rqh*v srvlwlrq dv gluhfwru lv vr oxfudwlyh frpsduhg zlwk rwkhu
dowhuqdwlyhv wkdw gluhfwruv vxsso| dv pxfk h�ruw dv srvvleoh1 Khqfh zh fdq ljqruh wkh txhvwlrq ri
wkh ohyho ri h�ruw dqg irfxv rq lwv frpsrvlwlrq1

6:Lw lv lpsruwdqw wr glvwlqjxlvk ehwzhhq prqhwdu| wd{ oldelolwlhv dqg wd{ oldelolw| lq jhqhudo1 Dv
zh kdyh hpskdvl}hg wkh h�hfwlyh wd{ udwhv gl�hu ehwzhhq wkhvh fdwhjrulhv1

6;Vhh Ljru*v �Irxu Uxohv ri Pdqdjhphqw1�
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irupdo jrrgv w|slfdoo| duh wkh hqwhusulvh*v wudglwlrqdo surgxfwv/ vr ohvv uhvwuxfwxulqj
lv uhtxluhg wr surgxfh dqg vhoo wkhp1 Exw lqirupdo jrrgv gr uhtxluh lqyhvwphqw lq
vhdufk iru eduwhudeoh jrrgv1 Qrwh wkdw wkhvh khdylo| uho| rq klvwrulfdo uhodwlrqv1

Wkh �up surgxfhv orz h�ruw surgxfwv dv orqj dv wkhuh lv d pdunhw iru wkhp1 Wkhuh
lv d wudghr�= Wr frqwlqxh wr surgxfh orz0h�ruw jrrgv dq hqwhusulvh pxvw uhwdlq jrrg
uhodwlrqv zlwk jryhuqphqw1 Kljk0h�ruw jrrgv duh hdvlhu wr wudqvodwh lqwr fdvk/ zklfk
pd| eh qhhghg wr surfxuh lpsruwdqw lqsxwv/6< exw wkh| duh kdughu wr surgxfh1

Uhpdun 4 Orz h�ruw jrrgv duh vriw jrrgv1 Wkh| duh srwhqwldo iru eduwhu ru iru wd{
r�vhwv/ exw wkh| fdqqrw eh wxuqhg lqwr fdvk zlwkrxw lqfxuulqj d orvv1 Surgxflqj kdug
jrrgv uhtxluhv kljkhu h�ruw> wr surgxfh wkh vdph ohyho ri rxwsxw uhtxluhv kljkhu h�ruw
lq wkh surgxfwlrq ri fdvk jrrgv= ^S ' ^?S , eS : e?S1

D gluhfwru fkrrvhv krz pxfk wr surgxfh ri hdfk jrrg1 Ohw wkh surgxfwlrq ixqfwlrq
iru wkh fdvk jrrg eh jlyhq e| +S ' sEeSc _� dqg ohw wkh surgxfwlrq ixqfwlrq iru wkh qrq0
fdvk jrrg eh jlyhq e| +?S ' }Ee?Sc o�/ zkhuh _ lv wkh glvwdqfh wr wkh pdunhw gh�qhg
deryh/ dqg o lv wkh vwrfn ri uhodwlrqvkls fdslwdo173 Zh dvvxph wkdw s�c }�c }2 : f/
s2 	 f/ dqg s��c }�� 	 f1 Qrwlfh wkdw oderu grhv qrw dsshdu lq wkhvh ixqfwlrqv=
hqwhusulvhv krdug oderu dqg zh dvvxph wkdw wklv fdq eh iuhho| doorfdwhg wr surgxfwlrq
ri hdfk w|sh ri jrrg/ dqg wkdw wkh pdujlqdo surgxfw lv wkh vdph lq erwk dfwlylwlhv1
Wkh sur�w ixqfwlrq fdq wkxv eh zulwwhq dv=

Z ' RsEeSc _� n eR}Ee?Sc o�� �, +4,

zkhuh R dqg eR duh wkh sulfhv ri fdvk dqg qrq0fdvk jrrgv/ uhvshfwlyho|/ dqg �, duh
�{hg frvwv ri surgxfwlrq zklfk duh lqghshqghqw ri wkh fkrlfh ri zklfk w|sh ri jrrg
wr surgxfh174 Zkdw lv lpsruwdqw iru wkh gluhfwru*v ghflvlrq lv krz kh pxvw sd| iru
lqsxwv1 Zh wkxv glvwlqjxlvk ehwzhhq lqsxwv sdlg iru lq fdvk dqg wkrvh zklfk fdq eh
eduwhuhg1 Zh ghqrwh wkhvh e| 6 dqg % uhvshfwlyho|/ vr wkdw +4, ehfrphv

Z ' RsEeSc _� n eR}Ee?Sc o��6� % +5,

zklfk lv vxemhfw wr wzr frqvwudlqwv/ rqh rq h�ruw dqg rqh rq fdvk=

eS n e?S ' e +6,

RsEeSc _� � 6 +7,

Wkh fdvk frqvwudlqw vd|v wkdw vdohv ri fdvk jrrgv pxvw eh dw ohdvw dv juhdw dv wkh
ohyho ri lqsxwv wkdw pxvw eh sdlg iru lq fdvk175

6<Rqh ri Ljru*v uxohv lv wr plqlpl}h wkh hqwhusulvh*v ghshqghqfh rq vxfk lqsxwv/ frpsduhg zlwk
wkh eduwhu dowhuqdwlyh1

73Zh gurs wkh l vxevfulsw zkhq wkh �up lq txhvwlrq lv reylrxv1
74Wklv dsshduv vrphzkdw shfxoldu1 Zh zrxog w|slfdoo| wklqn ri oderu frvwv dv yduldeoh frvwv

ri surgxfwlrq1 Exw sdwhuqdolvwlf hqwhusulvhv hpsor| oderu vrphzkdw lqghshqghqwo| ri wkh ohyho ri
surgxfwlrq/ dqg fhuwdlqo| lqghshqghqwo| ri wkh w|sh ri surgxfwlrq1 Vr iru wklv sureohp lw lv xvhixo
wr wuhdw wkhp dv �{hg frvwv1

75Qrwlfh wkdw zh kdyh frqwlqxhg wr dvvxph wkdw doo frvwv ri surgxfwlrq duh �{hg/ l1h1/ zo @ p.{1
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Fdvk Frqvwudlqw Ljru*v vhfrqg sulqflsoh vwuhvvhv wkh qhfhvvlw| wr hduq d fhuwdlq
plqlpxp ohyho ri fdvk/ d vhqwlphqw hfkrhg e| wkh gluhfwru ri wkh Wxwd|hy Sodqw1 Wkh
pdlq uhdvrq wkh hqwhusulvhv qhhg fdvk lv wr sd| zdjhv/ exw lw pd| dovr eh uhtxluhg wr
surfxuh nh| lqsxwv/ iru eulehv/ dqg iru rwkhu hphujhqflhv1 Dq dowhuqdwlyh wr vhoolqj
rxwsxw iru fdvk lv wr eruurz/ exw wklv lv udwkhu h{shqvlyh xqghu fxuuhqw frqglwlrqv/
dqg lq dq| hyhqw uhtxluhv vhoolqj iru fdvk lq wkh ixwxuh1 Wkdw hqwhusulvhv idfh dq
devroxwh ghpdqg iru fdvk/ d fdvk0frqvwudlqw/ lv hylghqw lq wkh idfw wkdw hqwhusulvhv
riwhq vhoo iru fdvk dw d orvv176

Zh vxssrvh/ iru wkh sxusrvhv ri wkh vwdwlf prgho/ wkdw wkh hqwhusulvh fduulhv lqwr
wkh shulrg }hur fdvk edodqfhv1 Khqfh/ doo wkh fdvk lw zloo kdyh iru sxufkdvhv lq wkh
fxuuhqw shulrg duh edvhg rq fxuuhqw vdohv1 Ohw � eh wkh vkduh ri frvwv wkdw pxvw eh
sdlg iru lq fdvk/ l1h1/ � ' 6

6n%
1 Wkh fdvk frqvwudlqw lv wkxv RsEeSc _� � �E6 n %�1

Qrz zkdw grhv � ghshqg rqB Fohduo|/ lw ghshqgv +lqyhuvho|, rq wkh txdolw| ri wkh
hqwhusulvh*v uhodwlrqvklsv zlwk r!fldov/ +gluhfwo|, zlwk wkh glvwdqfh wkh hqwhusulvh lv
iurp wkh pdunhw/ dqg rwkhu hqwhusulvh fkdudfwhulvwlfv1 Wklv phdqv wkdw � ghshqgv
rq sdvw ghflvlrqv zlwk uhvshfw wr krz wr doorfdwh h�ruw1 Wkh juhdwhu wkh lqyhvwphqw
lq uhodwlrqvklsv/ wkh juhdwhu wkh idflolw| iru dyrlglqj fdvk1 Khqfh/ wkh plqlpxp fdvk
ohyho iru hqwhusulvh l/ ��/ zloo eh gudzq iurp vrph glvwulexwlrq x1 Qrwlfh wkdw wkh
kljkhu lv �� wkh juhdwhu wkh frvw ri vxuylydo xqghu wkh dvvxpswlrq wkdw rewdlqlqj fdvk
lv frvwolhu wkdq vhoolqj iru qrq0fdvk1

Wkh gluhfwru zloo fkrrvh h�ruw wr htxdol}h wkh pdujlqdo uhyhqxh surgxfwv ri hdfk
w|sh ri h�ruw1 Xvlqj wkh h�ruw frqvwudlqw wr vxevwlwxwh iru e?S lq wkh qrq0fdvk sur0
gxfwlrq ixqfwlrq/77 dqg dvvxplqj wkdw wkh fdvk frqvwudlqw lv qrw elqglqj/ zh fdq
rewdlq=

R

eR ' �
Y}

YeS
Ys

YeS

� +8,

Lw iroorzv iurp +8, dqg iurp glplqlvklqj uhwxuqv/ wkdw dq ghfuhdvh lq wkh uhodwlyh sulfh
ri irupdo wr lqirupdo jrrgv vkliwv h�ruw wr lqirupdo surgxfwlrq178 Rqh vxfk idfwru
frxog eh dq lqfuhdvh lq wd{hv1

Zkdw zrxog eh h{shfw wkh uhodwlrqvkls ehwzhhq R dqg eR wr ehB Qrplqdoo| wkh
iruphu lv kljkhu/ exw wkh uhohydqw lvvxh lv diwhu0wd{ sur�wv1 Li zh frqvlghu wkdw vkduh0
kroghuv dovr �wd{� wkh sur�wv ri wkh �up/ wkhq zh frxog kdyh R 	 eR iru wkh gluhfwru1
Zh frxog dgg yduldeoh frvwv wkdw ghshqg rq wkh ohyho ri surgxfwlrq/ exw olwwoh zrxog eh fkdqjhg1
Iru h{dpsoh/ zh frxog uh0zulwh wkh pd{lpdqg dv � @ si+hf> of> gl, . esj+hqf> oqf> ul, � z+of . oqf,/
zkhuh z lv wkh zdjh dqg oqf lv wkh dprxqw ri oderu xvhg lq qrq0fdvk surgxfwlrq1 Zh frxog wkhq
zulwh wkh fdvk frqvwudlqw dv si+hf> of> gl, � !z+of . oqf,/ zkhuh ! lv wkh vkduh ri frvw wkdw pxvw eh
sdlg lq fdvk1

76Vhh wkh h{dpsoh ri Wxwd|hy BB deryh1
77Zh wkxv zulwh |qf @ j^+h� hf,> u`/ dqg qrwh wkdw Cj

Chf
? 31

78Zkdw derxw wkh furvv0sduwldovB Wkh juhdwhu wkh glvwdqfh wr wkh pdunhw wkh kdughu lw lv wr
surgxfh fdvk jrrgv/ vr lw vhhpv orjlfdo wr dvvxph wkdw i45 ? 31 Ehwwhu uhodwlrqv zlwk r!fldov
uhgxfhv wkh frvw ri surgxflqj qrq0fdvk jrrgv/ vr zh dvvxph wkdw j45 A 31 Wkxv uhodwlrqv dqg h�ruw
duh vwudwhjlf frpsohphqwv lq wkh surgxfwlrq ri qrq0fdvk jrrgv1
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Ohwwlqj � eh wkh wd{ udwh wkh gluhfwru idfhv +8, ehfrphv

RE�� � �

eR ' �
Y}

YeS
Ys

YeS

� +9,

Dq lqfuhdvh lq wd{dwlrq vkliwv h�ruw wr lqirupdo dfwlylwlhv179 Fohduo| wkh uhohydqw
frpsdulvrq iru wkh gluhfwru lv wkh diwhu0wd{ sulfhv= RE�� �� dqg eR1

Lw lv lpsruwdqw wr hpskdvl}h khuh wkdw � lv wkh wrwdo h�hfwlyh wd{ udwh rq fdvk
jrrgv1 Lw wkxv lqfoxghv sd|phqwv ri sur�wv wr vkduhkroghuv/ pd�d dwwhqwlrq/ dqg
wdnhryhu dwwhqwlrq/ lq dgglwlrq wr irupdo wd{hv1 Wkhuh lv dovr d frvw wr hqjdjlqj lq
qrq0fdvk surgxfwlrq1 Wklv fdq eh wkrxjkw ri dv dq h{shqglwxuh ri uhodwlrqdo fdslwdo=
iru h{dpsoh/ lq rughu wr lqgxfh d orfdo jryhuqphqw r!fldo wr dffhsw wd{ r�vhwv1 Zh
pljkw wkhq uhsodfh eR zlwk eRE�� #�/ zkhuh # lv wkh frvw ri dyrlglqj ghwhfwlrq +eurdgo|
gh�qhg,17:

Zh dvvxph wkdw wd{hv rq fdvk surgxfwlrq pxvw eh sdlg lq fdvk17; Wd{hv rq qrq0
fdvk surgxfwlrq duh pruh frpsoh{1 Vrph ri wkhvh wd{hv fdq eh sdlg lq nlqg1 Wd{
r�vhwv/ iru h{dpsoh/ uhsuhvhqw wd{hv sdlg lq qrq0fdvk irup1 Shukdsv wkh sulpdu|
uhdvrq zk| dq hqwhusulvh hqjdjhv lq qrq0fdvk surgxfwlrq lv wr sd| wd{hv zlwk wklv
rxwsxw1 Rwkhu wd{hv/ krzhyhu/ pd| kdyh wr eh sdlg lq fdvk= wklv zrxog fhuwdlqo|
eh wuxh iru eulehv1 Ohw l eh wkh vkduh ri qrq0fdvk surgxfwlrq wkdw pxvw eh sdlg lq
fdvk17< Wkhq wkh fdvk frqvwudlqw +7, lv qrz zulwwhq dv=

RsEeSc _� � 6n �RsEeSc _� n lE�� #�eRsEe?Sc _� +:,

Wkh juhdwhu wkh qxpehu ri hqwhusulvhv rshudwlqj lq wkh fdvk hfrqrp| wkh kdughu
lw lv wr hqjdjh lq qrq0fdvk surgxfwlrq1 Lw pd| dovr eh gl!fxow wr hqjdjh lq eduwhu
wudqvdfwlrqv zkhq prvw hqwhusulvhv xvh fdvk1 Frqyhuvho|/ d orzhu ? � d juhdwhu vkduh
ri hqwhusulvhv lq wkh qrq0fdvk hfrqrp| � zloo uhgxfh wkh frvw ri hqjdjlqj lq qrq0fdvk
dfwlylwlhv1 Iru lqvwdqfh/ lq uhjlrqv zkhuh odujh qxpehuv ri hqwhusulvhv sd| wkhlu wd{hv
lq wkh irup ri eduwhu gholyhulhv ru r�vhw vfkhphv/ orfdo jryhuqphqwv hvwdeolvk vshfldo
frpsdqlhv dxwkrul}hg wr vhoo ru h{fkdqjh eduwhu jrrgv rq ehkdoi ri wkh jryhuqphqw1

79D suhvxpdeo| htxlydohqw zd| wr wklqn derxw wklv lv lq whupv ri wkh glvxwlolw| ri h�ruw1 Vxssrvh
wkdw wkh h�hfw ri h�ruw rq sur�wv lv wkh vdph/ zkhwkhu ru qrw wkh rxwsxw lv iru irupdo rq lqirupdo/
exw wkdw hf A hqf +l1h1/ h�ruw rq irupdo surgxfwlrq fdxvhv kljkhu glvxwlolw| iru wkh gluhfwru,1 Wkh
gluhfwru zloo fkrrvh dprqj dfwlylwlhv vr wkdw wkh glvxwlolw| ri h�ruw lv htxdol}hg> l1h1/ x+hqf, @ x+hf,1
Ohw �+h, eh wkh sur�w ixqfwlrq zulwwhq lq whupv ri h�ruw1 Wkhq �hf A �hqf dw wkh rswlpxp> wkh
pdqdjhu irujrhv vrph dfwlylwlhv wkdw duh sur�wdeoh gxh wr wkh gl�hulqj h�ruw ohyhov1

7:Rqh pljkw dovr frqvlghu khuh wkh frvwv ri dyrlglqj ghwhfwlrq ri qrq0fdvk dfwlylwlhv1 Vrph qrq0
fdvk wudqvdfwlrqv pxvw eh klgghq/ dqg uhvrxufhv pxvw eh xvhg wr nhhs wkhp klgghq1 Wklv dovr lv d
wd{ rq qrq0fdvk surgxfwlrq1

7;Jlyhq wkh kljk ghjuhh ri wd{ duuhduv dprqj Uxvvldq hqwhusulvhv wklv lv d udwkhu vwurqj dvvxps0
wlrq1 Lw pd| eh pruh dssursuldwh wr lqwhusuhw � dv wkh vkduh ri wd{hv wkdw pxvw eh sdlg wr dyrlg wkh
Jryhuqphqw suhvvlqj edqnuxswf|1

7<Zh zrxog h{shfw � wr eh yhu| forvh wr }hur iru prvw hqwhusulvhv1

4<



Dv wkh qxpehu ri hqwhusulvhv wkdw duh hqjdjhg lq qrq0fdvk dfwlylwlhv h{sdqgv/ wkh
frvwv ri wkhvh dfwlylwlhv idoo1 Lw wkxv iroorzv wkdw wkh uhodwlyh sulfh ri fdvk wr qrq0fdvk
vdohv/ 4 � RE�3��eRE�3#� lv lqfuhdvlqj lq wkh qxpehu ri hqwhusulvhv/ ?/ +ru ehwwhu/ wkh vkduh

ri hfrqrplf dfwlylw|, lq wkh fdvk hfrqrp|1 Wkdw lv Y4

Y?
: f1 Juhdwhu ? dovr lpsolhv

wkdw wkh h�hfwlyh wd{ udwh rq fdvk jrrgv ghfolqhv ehfdxvh djjuhjdwh wd{ uhyhqxhv duh
kljkhu1 Wklv phdqv wkdw d vpdoohu ? lqfuhdvhv wkh olnholkrrg wkdw dq hqwhusulvh zloo
fkrrvh wr sduwlflsdwh lq wkh qrq0fdvk hfrqrp|1

Rxu dqdo|vlv vr idu vxjjhvwv wkdw wkh udwlr ri fdvk wr qrq0fdvk surgxfwlrq zloo gh0
shqg rq wkh uhodwlyh sulfh ri wkh wzr rxwsxwv/ wkh fxuuhqw vwdwh ri hqwhusulvh uhodwlrqv/
dqg wkh fxuuhqw glvwdqfh wr wkh pdunhw1 Lq dgglwlrq/ lw zloo ghshqg rq wkh lqwhqvlw|
ri wkh fdvk frqvwudlqw1 Khqfh/ zh fdq zulwh

+S
+?S

' sE4c o|c _|c �|� +;,

Dq lqfuhdvh lq wkh uhodwlyh sulfh +zklfk frxog eh gxh wr d fkdqjh lq h�hfwlyh wd{ udwhv,/
srruhu uhodwlrqv zlwk jryhuqphqwv/ vkruwhu glvwdqfh/ dqg d wljkwhu fdvk frqvwudlqw doo
rshudwh wr udlvh fdvk surgxfwlrq uhodwlyh wr qrq0fdvk surgxfwlrq1

Uhpdun 5 Qrwlfh wkdw dv wkh klgghq hfrqrp| h{sdqgv eS
e?S

ghfuhdvhv1 Wklv lv gxh wr
vwuhqjwk lq qxpehuv1 Li ihz hqwhusulvhv hqjdjhg lq lqirupdo dfwlylwlhv wkhq lw zrxog
eh pxfk hdvlhu wr ghwhfw/ vr pruh h�ruw zrxog eh qhhghg wr klgh wkhp1

Uhpdun 6 Zh zrxog dvvxph wkdw qrq0fdvk surgxfwlrq uhtxluhv uhodwlyho| pruh h�ruw
iru qhz hqwudqwv dqg iru qhz pdqdjhuv wkdq iru h{lvwlqj hqwhusulvhv/ vlqfh wkh| kdyh
ohvv uhodwlrqdo fdslwdo1 Frqvhtxhqwo|/ zh zrxog h{shfw wr revhuyh qhz �upv wr eh pruh
hqjdjhg lq wkh surgxfwlrq ri fdvk jrrgv183 Wklv vxjjhvwv wkdw wkh fxuuhqw hqylurqphqw
zkhuh fdvk surgxfwlrq lv frvwo| uhodwlyh wr qrq0fdvk surgxfwlrq dprxqwv wr dq hqwu|
eduulhu wr qhz �upv1 Lw dovr udlvhv wkh frvw ri vhhnlqj rxw qhz fxvwrphuv dqg vxssolhuv1

Uhpdun 7 Dq lpsuryhphqw lq frusrudwh jryhuqdqfh dprxqwv wr dq lqfuhdvh lq wkh
wd{ udwh rq qrq0fdvk jrrgv/ #/ ehfdxvh lw zhdnhqv wkh delolw| ri wkh gluhfwru wr glyhuw
lqfrph iurp vkduhkroghuv e| hqjdjlqj lq qrq0fdvk surgxfwlrq1 Lq hfrqrplhv zkhuh
dffrxqwdelolw| lv kljk lw lv pxfk kdughu wr hduq lqirupdo sur�wv1 Khqfh/ ehwwhu frusr0
udwh jryhuqdqfh uhgxfhv wkh wd{ zhgjh/ lqgxflqj d vzlwfk wrzdugv fdvk surgxfwlrq1

Wkh srlqw lv wkdw wkh srwhqwldo iru qrq0pdunhw dfwlylwlhv uhgxfhv wkh lqfhqwlyh wr
uhvwuxfwxuh1 Jlyhq pdunhw frqglwlrqv/ d �up zlwk juhdwhu rssruwxqlwlhv iru qrq0fdvk
surgxfwlrq1

83Qrwh wkdw �upv gr qrw hqwhu li wkhlu gl lv odujh1 Khqfh/ rqh zrxog h{shfw wkhp wr eh pruh
hqjdjhg lq fdvk surgxfwlrq qrw rqo| ehfdxvh ri srruhu uhodwlrqv exw ehfdxvh ri ehwwhu rssruwxqlwlhv/
rq dyhudjh/ dv zhoo1 Wklv lv dq lpsruwdqw ihdwxuh ri wudqvlwlrq1 Lq ghyhorshg pdunhw hfrqrplhv qhz
hqwudqwv suhvxpdeo| duh gudzq iurp vrph glvwulexwlrq wkdw uhvhpeohv lqfxpehqwv1 Lq wudqvlwlrq/
krzhyhu/ wkh glvwulexwlrq ri lqfxpehqwv lv khdylo| vnhzhg1
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81514 Uhvxowv

Rxu frpsdudwlyh vwdwlfv lqglfdwh wkdw srolflhv zklfk udlvh wkh frvw ri qrq0fdvk sur0
gxfwlrq uhodwlyh wr fdvk surgxfwlrq ohdgv gluhfwruv wr dowhu wkhlu h�ruw pl{ wrzdugv
pdunhw +fdvk, dfwlylwlhv1 Zkhwkhu wkh| vxffhhg/ krzhyhu/ ghshqgv rq krz idu wkh|
pxvw wudyho1 Qrwlfh wkdw wkhuh duh wzr dvshfwv wr wklv1 Iluvw/ krz idu lv wkh glvwdqfh
iru d jlyhq hqwhusulvh1 Vhfrqg/ li pdq| hqwhusulvhv pxvw fryhu d odujh glvwdqfh/ wklv
pd| kdyh jhqhudo htxloleulxp frqvhtxhqfhv1

Krz wkh hqwhusulvh zloo uhvsrqg wr d fkdqjh lq wd{ udwhv zloo ghshqg rq zkhwkhu
wkh fdvk frqvwudlqw lv elqglqj ru qrw1 Rxu glvfxvvlrq vr idu kdv ehhq edvhg rq wkh
dvvxpswlrq wkdw wkh fdvk frqvwudlqw +7 ru :, zdv qrw elqglqj> wkdw lv/ wkh hqwhusulvh
kdg pruh wkdq hqrxjk fdvk wr fryhu lwv plqlpxp fdvk frvwv ri surgxfwlrq1 Vxssrvh/
krzhyhu/ wkdw wkh hqwhusulvh kdv qrw |hw fryhuhg lwv fdvk frvwv/ lq rwkhu zrugv/ wkdw
wkh fdvk frqvwudlqw grhv elqg/ l1h1/ wkdw R+S ' 61 Wkhq +9, ehfrphv

RE�� ��

eRE�� #�
	 �

Y}

YeS
Ys

YeS

+<,

Wkh gluhfwru zrxog suhihu wr surgxfh pruh qrq0fdvk jrrgv exw fdqqrw ehfdxvh ri wkh
qhhg wr phhw wkh fdvk frqvwudlqw1 Dv lq wkh fdvh ri Wxwd|hy/ wkh hqwhusulvh surgxfhv
fdvk jrrgv eh|rqg wkh srlqw zkhuh lw lv sur�wdeoh1 Li wkh fdvk frqvwudlqw zhuh uhod{hg/
wkh hqwhusulvh zrxog fkrrvh wr vzlwfk surgxfwlrq iurp fdvk wr qrq0fdvk surgxfwlrq1

Wklv lv looxvwudwhg lq Iljxuh 5 zkhuh zh xvh ; wr sorw +S
+?S

dv d ixqfwlrq ri 4/
wkh uhodwlyh sulfh ri fdvk wr qrq0fdvk vdohv1 Jlyhq wkh fdvk frqvwudlqw/ krzhyhu/
wkhuh lv vrph plqlpxp ohyho ri fdvk surgxfwlrq ehorz zklfk wkh hqwhusulvh fdqqrw
jr/

�
+S
+?S

�
6�?

1 Khqfh li 4 idoov ehorz h4 wkh vkduh ri fdvk wr qrq0fdvk surgxfwlrq lv
xqfkdqjhg1

Lw lv xvhixo wr frqvlghu wkh uhvsrqvh ri dq hqwhusulvh wr d vpdoo ghfuhdvh lq wkh
h�hfwlyh wd{ udwh/ � / zkhq wkh fdvk frqvwudlqw elqgv1 Li wkh fdvk frqvwudlqw zdv qrw
elqglqj wkhq eS

e?S
+dqg khqfh/ +S

+?S
, zrxog lqfuhdvh1 Exw zkhq wkh fdvk frqvwudlqw elqgv

wklv grhv qrw rffxu1 Wkh hqwhusulvh lv douhdg| surgxflqj wrr odujh d vkduh ri fdvk
jrrgv/84 dqg zloo qrw uhvsrqg wr wkh ghfolqh lq wd{hv e| prylqj lqwr wkh fdvk vhfwru1
Iru hqwhusulvhv zkhuh wkh fdvk frqvwudlqw lv elqglqj/ wkhuh lv d udqjh ri lqghwhuplqdf|
zkhuh fkdqjhv lq � gr qrw fdxvh fkdqjhv lq h�ruw doorfdwlrq1

Wklv dqdo|vlv vxjjhvwv wkdw wkh uhvsrqvh wr wd{ srolf| zloo gl�hu ghshqglqj rq
zkhwkhu wkh h�ruw ghflvlrq lv lqwhulru ru qrw1 Zh fdq wklqn ri wzr w|shv ri hqwhusulvhv=
Vhyhuvwdo 85 dqg Wxwd|hy1 Dw Vhyhuvwdo fdvk vdohv duh sur�wdeoh dw wkh pdujlq> zkdw
olplwv ixuwkhu fdvk vdohv lv wkh wd{ zhgjh1 Iru Wxwd|hy/ rq wkh rwkhu kdqg/ fdvk vdohv
duh xqsur�wdeoh dw wkh pdujlq/ exw kh vhoov iru fdvk dq|zd| ehfdxvh ri wkh qhhg wr

84Lq wkh vhqvh wkdw lw surgxfhv fdvk jrrgv eh|rqg wkh srlqw dw zklfk lw lv sur�wdeoh wr gr vr1
85Dq dssduhqwo| vxffhvvixo phwdooxujlfdo hqwhusulvh lq Yrorjgd reodvw/ zklfk h{sruwv doprvw 433(

ri lwv fdvk surgxfwlrq1
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Yc Ync = f (ρ, d, r, φ)

(    )Yc Ync
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Values of ρ where the 
cash constraint binds 

Iljxuh 5= Vxsso| ri Fdvk Jrrgv

kdyh vrph fdvk1 Fohduo| dq hqwhusulvh olnh Vhyhuvwdo zloo eh pruh vhqvlwlyh wr wd{
fkdqjhv wkdq d �up olnh Wxwd|hy1

Sruwirolr ri Dfwlylwlhv Qrwlfh wkdw zkhwkhu wkh fdvk frqvwudlqw lv elqglqj ru qrw
wkh hqwhusulvh w|slfdoo| hqjdjhv lq d exqgoh ri dfwlylwlhv1 Hqwhusulvhv hqjdjh lq erwk
fdvk dqg qrq0fdvk dfwlylwlhv/ ehfdxvh frpelqlqj wkhp lv sur�wdeoh1 Wklv phdqv wkdw
wkh ghflvlrq lv qrw doo0ru0qrwklqj186 Lw pd| dovr phdq wkdw lw lv pruh gl!fxow wr pryh
hqwhusulvhv frpsohwho| wr wkh fdvk hfrqrp|1 Dq hqwhusulvh pd| zlvk wr sd| iru vrph
jrrgv zlwk fdvk/ exw wkh vhoohu pd| uhixvh wr wdnh fdvk1 Wklv vxjjhvwv wkdw wkh iruphu
hqwhusulvh pxvw uhwdlq vrph eduwhudeoh dvvhwv wr xvh/ hyhq li wkh ghflvlrq kdv ehhq
pdgh wr pryh wr wkh pdunhw1

9 G|qdplfv
Zh kdyh h{dplqhg wkh vwdwlf ghflvlrq sureohp ri wkh hqwhusulvh1 Wkh idfwruv wkdw
jryhuq wkh vwdwlf ghflvlrq wr surgxfh fdvk ru qrq0fdvk jrrgv duh vxppdul}hg lq
htxdwlrq ;1 Wkh ghflvlrq sureohp iru wkh hqwhusulvh lv pruh frpsoh{/ krzhyhu/ ehfdxvh
ghflvlrqv wdnhq wrgd| d�hfw wkh vhyhulw| ri wkh frqvwudlqwv lq ixwxuh shulrgv1 Lq wklv
vhfwlrq zh ehjlq wr h{soruh wkh g|qdplf sureohp ri uhvwuxfwxulqj Krz gr ghflvlrqv
wdnhq wrgd| h�hfw ghflvlrqv lq wkh ixwxuhB

Rqh nh| olqn lv wkh h�hfw ri lqyhvwphqw lq wdqjleoh fdslwdo +dv rssrvhg wr lq0
yhvwphqw lq uhodwlrqdo fdslwdo, wr surgxfh fdvk jrrgv1 Vxfk lqyhvwphqw pryhv wkh

86Wkxv rxu dssurdfk frqwudvwv zlwk ^9`/ zkhuh wkh ghflvlrq wr hqjdjh lq lqirupdo dfwlylwlhv lv d
nqlih0hgjh1
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hqwhusulvh forvhu wr wkh pdunhw1 Exw wkhuh duh frvwv dv zhoo1 Lqyhvwphqw lq wdqjleoh
fdslwdo lqyroyhv prylqj wr irupdo surgxfwlrq> lw wkxv udlvhv wkh ylvlelolw| ri wkh hq0
whusulvh1 Exw wklv udlvhv wkh olnholkrrg wkdw fdvk sur�wv zloo eh ghwhfwhg1 Dqg e|
dowhulqj wkh glylvlrq ehwzhhq fdvk dqg qrq0fdvk surgxfwlrq/ lqyhvwphqw d�hfwv wkh
olnholkrrg wkdw wkh fdvk frqvwudlqw zloo elqg lq ixwxuh shulrgv1

Wkh vwdwlf prgho grhv qrw lqfoxgh lqyhvwphqw1 D g|qdplf prgho pljkw frqvlghu
wkh fkrlfh wr lqyhvw lq uhodwlrqv zlwk r!fldov dqg lq fdslwdo1 Fdslwdo lqyhvwphqw lv
wdqjleoh dqg ylvleoh/ vr lw pdnhv wd{ hydvlrq pruh gl!fxow/ exw lw dovr lqfuhdvhv wkh
surgxfwlylw| ri wkh hqwhusulvh> lq sduwlfxodu/ zh pd| dvvxph wkdw lw lqfuhdvhv s�/ wkh
pdujlqdo surgxfw ri h�ruw ghyrwhg wr fdvk0jrrg surgxfwlrq187

Lqyhvwphqw lq wdqjleoh fdslwdo lv frvwo|1 Zkdw lv wkh rssruwxqlw| frvw ri lqyhvwphqw
ri vxfk dq lqyhvwphqw iru dq hqwhusulvhB Zkhwkhu ru qrw lqyhvwphqw lv vhoi0�qdqfhg/88

lw lv olnho| wkdw lqyhvwphqw uhtxluhv fdvk sur�wv189 Wkh uhdvrq lv wkdw lqyhvwphqw lq
prylqj wr wkh pdunhw uhtxluhv sxufkdvh ri qhz htxlsphqw/ riwhq lpsruwhg1 Pruhryhu/
vxfk lqyhvwphqwv duh pruh ylvleoh dq dfwlylw| wkdq ghyhorslqj uhodwlrqv1 Vr wkh dfw
ri lqyhvwphqw lq glvwdqfh uhgxfwlrq olnho| dohuwv wkh wd{ dxwkrulwlhv/ wkxv olplwlqj wkh
dprxqw ri lqfrph wkdw fdq eh klgghq1 Khqfh/ lw vhhpv orjlfdo wr dvvxph wkdw wkh
ghflvlrq wr lqyhvw lq wdqjleoh fdslwdo +l1h1/ {&| : f, lqyroyhv dq lqfuhdvh lq fdvk0jrrg
surgxfwlrq> l1h1/ dq lqfuhdvh lq eS

e?S
1 Wkh hqwhusulvh lv wkxv wudglqj r� uhgxflqj wkh

glvwdqfh wr wkh pdunhw zlwk d kljkhu frvw ri hqjdjlqj lq lqirupdo dfwlylwlhv1
Dw hdfk gdwh wkh gluhfwru pxvw fkrrvh zkhwkhu wr uhgxfh glvwdqfh ru hqkdqfh uh0

odwlrqvklsv1 Wklv ghflvlrq zloo fohduo| ghshqg rq fxuuhqw ohyhov ri _ dqg o/ dqg krz
fkdqjhv lq wkhvh ohyhov d�hfw ixwxuh sur�wdelolw|1 Iru hqwhusulvhv wkdw duh hqgrzhg
zlwk orz glvwdqfh dqg jrrg uhodwlrqv +Ljru, d ulvn0dyhuvh vwudwhj| pd| hqwdlo lqyhvwlqj
lq erwk dfwlylwlhv li wklv lv srvvleoh1 Zkdw derxw hqwhusulvhv zlwk ohvv edodqfhg frqgl0
wlrqvB Dq hqwhusulvh wkdw kdv kljk _ dqg kljk o lv pruh olnho| wr irfxv rq hqkdqflqj
uhodwlrqv/ ehfdxvh li wkh fxuuhqw glvwdqfh lv yhu| kljk wkh uhwxuq wr prghuql}lqj pd|
eh qhjoljleoh1 Dv _ ghfuhdvhv +jlyhq o, wkh olnholkrrg wkdw wkh hqwhusulvh fkrrvhv wr
lqyhvw lq prghuql}dwlrq lqfuhdvhv1

Wr h{soruh wklv ixuwkhu zh h{dplqh wkh ghflvlrq wr lqyhvw lq glvwdqfh uhgxfwlrq �_
dqg lq uhodwlrqv/ �o1 Dw �uvw/ zh dvvxph wkdw wkh gluhfwru nqrzv wkh frqwulexwlrqv
ri erwk w|shv ri lqyhvwphqw iru ixwxuh surgxfwlylw|> wkh rqo| vrxufh ri xqfhuwdlqw|
frqfhuqv uhodwlyh sulfhv lq ixwxuh shulrgv1

87Rqh frxog dvvxph wkdw lqyhvwphqw lv qhxwudo/ l1h1/ lw ohdyhv i4
j4

xqd�hfwhg1 Exw wklv zrxog pdnh
wkh ghflvlrq sureohp ri wkh hqwhusulvh ohvv lqwhuhvwlqj/ dqg suhvxpdeo| dq hqwhusulvh dggv pdfklqhu|
wr lqfuhdvh surgxfwlylw| ri pdunhw jrrgv1

88Wkh hylghqfh fohduo| vkrzv wkdw lw lv1
89Wklv lv fohduo| wuxh li lqyhvwphqw pxvw eh �qdqfhg h{whuqdoo|1 Wkh juhdwhu wkh eruurzhu*v

lqyroyhphqw lq qrq0fdvk surgxfwlrq wkh juhdwhu lv wkh prudo kd}dug sureohp idflqj wkh ohqghu1 Wr
rewdlq h{whuqdo �qdqfh uhtxluhv pruh wudqvsduhqw dfwlylwlhv1 Wklv vxjjhvwv wkdw wkhuh lv srvlwlyh
ihhgedfn lq wkh lqyhvwphqw ghflvlrq1 Dv wkh hqwhusulvh lqyhvwv lq glvwdqfh uhgxfwlrq +dqg hvfkhzv
lqirupdo dfwlylw|, wkh frvw ri h{whuqdo ixqgv pd| eh uhgxfhg1 Ri frxuvh/ wkh rssrvlwh kdsshqv iru
wkh hqwhusulvh wkdw lqyhvwv lq uhodwlrqv1
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Lw lv qdwxudo wr dvvxph wkdw lqyhvwphqw lv frqvwudlqhg e| fxuuhqw sur�wv1 Lq
wudqvlwlrq prvw lqyhvwphqw lv vhoi0�qdqfhg/ gxh wr lqdghtxdflhv lq surshuw| uljkwv
dqg �qdqfldo xqghughyhorsphqw1 Zh dvvxph wkdw �o lv frqvwudlqhg e| fxuuhqw sur�wv/
zkloh �_ lv frqvwudlqhg e| revhuydeoh sur�wv soxv eruurzlqj/ �1 Khqfh=

�o � Z| +43,

�_ � RE�� � �sEeSc _|�� �E6| n %|� n�� +44,

Wkh gluhfwru pd{lpl}hv wkh suhvhqw ydoxh ri sur�wv=

6@%� '
"[
|'f

q|Z| +45,

vxemhfw wr=

_|n� ' _| n �_ +46,

o|n� ' o| n �o +47,

Fohduo| wkh fkrlfh ri zkhwkhu wr lqyhvw lq glvwdqfh uhgxfwlrq ru uhodwlrqv zloo ghshqg
rq h{shfwdwlrqv derxw zkdw zloo kdsshq wr wkh uhodwlyh sulfh ri fdvk yhuvxv qrq0fdvk
jrrg surgxfwlrq> l1h1/ 4|n�1 Ohw 4e eh wkh h{shfwhg ydoxh ri wklv uhodwlyh sulfh lq
wkh ixwxuh1 Jlyhq h{shfwdwlrqv/ wkh gluhfwru fdq fdofxodwh wkh uhwxuq wr lqyhvwlqj lq
glvwdqfh uhgxfwlrq dqg uhodwlrqv1

Iru h{dpsoh/ wkh rqh0shulrg dkhdg jdlq iurp lqyhvwlqj lq glvwdqfh uhgxfwlrq lv
jlyhq e|8:

Re|n�E�� � e�
Ys

Y�_
m.W +48,

dqg wkdw iru lqyhvwlqj lq uhodwlrqv=

eRe|n�E�� #e�
Y}

Y�o
m.W +49,

zkhuh .W lv wkh rswlpdo fkrlfh ri
�

eS
e?S

�
|n�

jlyhq 4e1
Wkh gluhfwru wkxv hydoxdwhv wkh h�hfw rq sur�wv iurp lqyhvwlqj lq glvwdqfh uh0

gxfwlrq dqg uhodwlrqv e| frpsdulqj 48 dqg 49/ wkdw lv/ e| frpsdulqj wkh h�hfw rq
h{shfwhg sur�wv iurp hdfk w|sh ri lqyhvwphqw1 Wkhuh duh wzr lqwhuhvwlqj fdvhv wr
frqvlghu1

Qr H{foxvlylw| Vxssrvh wkdw dq hqwhusulvh fdq hqjdjh lq glvwdqfh uhgxfwlrq dqg
lqirupdo dfwlylw| vlpxowdqhrxvo|1 Wkhuh lv qr h{foxvlylw| lq whupv ri dfwlrqv1 Wkhq

8: ljqrulqj wkh fkdqjh lq frvwv gxh wr wkh hqgrjhqhlw| ri wkh fdvk frqvwudlqw1
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Iljxuh 6=

wkh gluhfwru zloo fkrrvh �_ dqg �o vr wkdw wkh pdujlqdo uhwxuqv duh htxdwhg/8; l1h1/ wr
wkh srlqw zkhuh

Re|n�E�� � e�
Ys

Y�_
m.W ' eRe|n�E�� #e�

Y}

Y�o
m.W +4:,

Ehfdxvh wkh uhwxuq wr hdfk w|sh ri lqyhvwphqw ghshqgv rq fxuuhqw ohyhov ri glvwdqfh
dqg uhodwlrqv/ wklv lpsolhv wkdw wkhuh zloo duh frpelqdwlrqv ri _ dqg o vxfk wkdw
wkh hqwhusulvh lv lqgl�huhqw ehwzhhq uhgxflqj glvwdqfh dqg hqkdqflqj uhodwlrqv1 Li
dq hqwhusulvh kdv yhu| kljk _ wkh uhzdug wr glvwdqfh uhgxfwlrq pd| eh yhu| orz
frpsduhg zlwk lqyhvwphqw lq uhodwlrqv1 Frqyh{lw| ri wkh surgxfwlrq ixqfwlrqv lpsolhv
wkdw hqwhusulvhv zloo pryh dorqj wklv erxqgdu|/ lqyhvwlqj lq erwk glvwdqfh uhgxfwlrq
dqg uhodwlrqv/ htxdwlqj wkh pdujlqdo uhwxuqv wr wkhvh dfwlylwlhv1 Qrwlfh wkdw zlwk qr
h{foxvlylw| wklv uhvxow rffxuv hyhq zlwkrxw ulvn dyhuvlrq1 Zkdw uhvhpeohv khgjlqj
lv vlpso| d ixqfwlrq ri glplqlvklqj uhwxuqv1 Khqfh iurp h{suhvvlrq 4: zh ghulyh
wkh erxqgdu| wkdw vhsdudwhv wkh uhjlrqv zkhuh hqwhusulvhv hqjdjh lq uhgxflqj _ dqg
hqkdqflqj o> wklv erxqgdu| lv qhjdwlyho| vorshg/ dv lq �jxuh 61 Zh uhihu wr wklv orfxv
ri srlqwv dv wkh uhvwuxfwxulqj erxqgdu| +-�,1

H{foxvlylw| Frqvlghu wkh rwkhu h{wuhph lq zklfk dq hqwhusulvh fdq hlwkhu lqyhvw lq
glvwdqfh uhgxfwlrq ru uhodwlrqvklsv/ exw qrw erwk1 Wklv frxog rffxu/ iru h{dpsoh/ li �_
uhtxluhv h{whuqdo eruurzlqj dqg wklv uhtxluhv wkdw wkh hqwhusulvh kdyh ixoo| wudqvsdu0
hqw hfrqrplf uhodwlrqv1 Frqyhuvho|/ lqyhvwphqw lq uhodwlrqvklsv pd| suhfoxgh d ylvleoh
h�ruw wr lqyhvw lq fdvk surgxfwlrq1 Iru lqvwdqfh/ dq hqwhusulvh gluhfwru zkr lv oree|0
lqj jryhuqphqw r!fldov wr dffhsw wd{ r�vhwv lq olhx ri fdvk pd| �qg qr v|psdwk| li

8;Qrwlfh wkdw wklv h{suhvvlrq frqvlghuv rqo| wkh fkdqjhv lq uhyhqxh1 Ehorz zh frqvlghu krz wklv
ghflvlrq d�hfwv frvwv/ sulpdulo| wkurxjk wkh hqgrjhqhlw| ri wkh fdvk frqvwudlqw1
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wkh| vhh klp dw wkh vdph wlph vshqglqj fdvk wr lpsruw qhz lqfrph1 Frqvhtxhqwo|/
wkh fkrlfh ri zklfk w|sh ri lqyhvwphqw wr xqghuwdnh lv dq h{foxvlyh rqh18<

Lq wklv fdvh wkh gluhfwru rqfh djdlq frpsduhv h{suhvvlrqv 48 dqg 49> qrz/ krzhyhu
wkh gluhfwru fkrrvhv wr lqyhvw lq rqo| rqh ri wkh wzr dfwlylwlhv1 Wkdw lv/ wkh gluhfwru
lqyhvwv lq zklfkhyhu dfwlylw| kdv wkh kljkhvw sd|r�/ h{foxvlyho|/ xs wr wkh srlqw zkhuh
wkh pdujlqdo uhwxuq htxdov wkh rssruwxqlw| frvw ri ixqgv1 Khqfh/ lq wkh fdvh ri
h{foxvlylw| wkh gluhfwru*v ghflvlrq uxoh +lq wkh fdvh zkhuh vrph srvlwlyh lqyhvwphqw
wdnhv sodfh, fdq eh vxppdul}hg dv
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Wkh suhylrxv dqdo|vlv ljqruhv wkh hqgrjhqhlw| ri wkh fdvk frqvwudlqw1 Dq lpsru0
wdqw frqvhtxhqfh ri lqyhvwlqj lq glvwdqfh uhgxfwlrq ru lq uhodwlrqv/ krzhyhu/ lv wkdw
wklv ghflvlrq kdv frqvhtxhqfhv iru wkh lqwhqvlw| ri wkh fdvk frqvwudlqw lq vxevhtxhqw
shulrgv193

Iljxuh 6 surylghv d frqyhqlhqw zd| wr wklqn derxw krz srolf| d�hfwv wkh uhvwuxf0
wxulqj ghflvlrq1 Wkh lpsruwdqw frqwudvw lv ehwzhhq hqwhusulvhv wkdw duh lq txdgudqwv
L dqg LL1 Hqwhusulvhv lq txdgudqw L lqyhvw wr uhgxfh glvwdqfh/ zkloh wkrvh lq txdgudqw
LL lqyhvw lq uhodwlrqvklsv1 Lq d irupdo vhqvh srolflhv wkdw vkliw wkh -� olqh wr wkh
uljkw lqfuhdvh wkh olnholkrrg wkdw hqwhusulvhv zloo uhvwuxfwxuh1 Qrwlfh wkdw srolflhv
wkdw kdughq wkh exgjhw frqvwudlqw vkliw wkh T � olqh xs1 Wklv grhv sxw suhvvxuh rq
hqwhusulvhv lq txdgudqw LL/ exw li lw grhv qrw vkliw wkh -� olqh/ wkhq lw zloo qrw lqfuhdvh
uhvwuxfwxulqj1 Wkh nh| txhvwlrq iru srolf| lv wkxv krz wr vkliw wkh -� olqh1

914 Xqfhuwdlqw|

Lq wkh vlpsoh g|qdplf sureohp 45 wkh rqo| irup ri xqfhuwdlqw| wkdw wkh hqwhusulvh
idfhv lv zlwk uhvshfw wr ixwxuh sulfhv1 Wklv phdqv wkdw wkh hqwhusulvh nqrzv wkh krz
lqyhvwphqw lq sk|vlfdo dqg kxpdq +wdqjleoh, fdslwdo d�hfwv _�/ dqg krz lqyhvwphqw
lq uhodwlrqv d�hfwv u�1 Dq dowhuqdwlyh irupxodwlrq zrxog kdyh wkh udwh ri uhwxuq wr
lqyhvwphqw eh vwrfkdvwlf/ dqg wkh hqwhusulvh ohduqv wklv ryhu wlph1 Lq sduwlfxodu/ lw
pljkw eh wkdw dq hqwhusulvh rqo| ohduqv derxw krz frvwo| glvwdqfh uhgxfwlrq dfwxdoo|
lv wkurxjk dfwxdo lqyhvwphqw lq wdqjleoh fdslwdo194 Lqyhvwphqw/ krzhyhu/ lqfuhdvhv wkh

8<Hulfvrq ^6` surylghv d frpsohwh dqdo|vlv ri wkh lqyhvwphqw sureohp ri dq hqwhusulvh ghflglqj
zkhwkhu wr uhvwuxfwxuh zkhq wklv pd| kdyh luuhyhuvleoh lpsolfdwlrqv iru fxuuhqw dfwlylwlhv1 Wkh
hqwhusulvh kdv wkh fkrlfh ri dq h!flhqf|0hqkdqflqj lqyhvwphqw +vlplodu wr rxu glvwdqfh uhgxfwlrq,/
exw wklv pd| mhrsdugl}h wkh srvvlelolw| ri frqwlqxlqj wr hqjdjh lq uhqw0vhhnlqj dfwlylwlhv +vlplodu wr
rxu lqirupdo dfwlylwlhv,1 Hulfvrq lv deoh wr vkrz wkdw �upv pd| ghfolqh wr uhvwuxfwxuh vr dv qrw wr
mhrsdugl}h fxuuhqw rxwvlgh rssruwxqlwlhv1

93Wklv lv fohduo| wkh fdvh zkhq wkhuh lv h{foxvlylw|1
94Wkh prvw frpsohwh dqdo|vlv ri wklv sureohp lv lq ^6`1
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frvwv ri hqjdjlqj lq lqirupdo dfwlylw|1 Zlwk �qlwh lqyhvwphqw uhvrxufhv/ wkh hqwhusulvh
pd| fkrrvh wr lqyhvw lq uhodwlrqv udwkhu wkdq wdqjleoh fdslwdo1 D �up wkdw shufhlyhv d
kljk _�| dqg d orz uhwxuq wr wdqjleoh lqyhvwphqw pd| vlpso| fkrrvh wr frqwlqxh zlwk
qrq0fdvk surgxfwlrq1

Wkh ghflvlrq wr lqyhvw dqg uhgxfh glvwdqfh lqyroyhv d wudgh0r� ri suhvhqw frvwv
iru ixwxuh ehqh�wv1 Lw lv wkxv ghwhuplqhg e| wkh udwh ri wlph suhihuhqfh ri gluhfwruv1
Wzr idfwruv duh lpsruwdqw khuh1 Iluvw/ wkh kljk lqwhuhvw udwhv wkdw uhvxow iurp wkh
jryhuqphqw*v �qdqflqj ri gh�flwv e| vhoolqj JNR udlvhv wkh rssruwxqlw| frvw ri ixqgv
dqg r�huv dq dwwudfwlyh/ orz0ulvn/ dowhuqdwlyh lqyhvwphqw li hduqlqjv duh dydlodeoh1

Vhfrqg/ wkh suhfdulrxv qdwxuh ri pdq| hqwhusulvhv pxvw lqklelw orqj0uxq sodqqlqj1
Xqfhuwdlqw| dqg ihdu ri vxuylydo pxvw lqfuhdvh wkh udwh ri wlph suhihuhqfh ri gluhfwruv1
Qrwh wkdw li wkhuh zhuh qr dowhuqdwlyh wr glvwdqfh uhgxfwlrq/ l1h1/ li wkhuh zhuh qr qrq0
fdvk surgxfwlrq dowhuqdwlyh/ wkhq wkh hqwhusulvh pljkw vwloo eh whpswhg wr uhgxfh
glvwdqfh +ru lqfuhdvh orrwlqj,1 Zkhq vxfk rssruwxqlwlhv duh dydlodeoh/ krzhyhu/ wkh|
surylgh wkh hqwhusulvh zlwk d frqyhqlhqw zd| ri pdlqwdlqlqj d kroglqj sdwwhuq1

Uhpdun 8 Zkdw grhv wkh hqwhusulvh ohduq derxw ryhu wlphB Wkh wuxh glvwdqfh/ ru
wkh udwh ri uhwxuqB Iru wkh prgho lw zrxog eh qlfh wr kdyh wkh glvwdqfh eh nqrzq dqg
wkh udwh ri uhwxuq eh vwrfkdvwlf1 Exw lq sudfwlfh rqh vxvshfwv wkdw hqwhusulvhv kdyh
olwwoh nqrzohgjh frqfhuqlqj krz idu wkh| duh iurp ehfrplqj d yldeoh pdunhw hqwhusulvh
dw wkh rxwvhw ri wudqvlwlrq1

915 Pxowlsoh Htxloleuld

Wkh hqwhusulvh*v lqyhvwphqw ghflvlrq lv jryhuqhg e| vrph h{shfwdwlrqv derxw zkhuh
lw lv jrlqj1 Li wkh hqwhusulvh fkrrvhv wr vwd| lq wkh lqirupdo hfrqrp| grhv wklv phdq
wkdw lw lv p|rslfB Wr wklqn ri wklv dqrwkhu zd|/ vkrxog qrw doo hqwhusulvhv h{shfw wr
jr hyhqwxdoo| wr wkh pdunhwB Fohduo| wkh dqvzhu wr wkh odwwhu txhvwlrq ghshqgv rq
zkhwkhu wudqvlwlrq lv luuhyhuvleoh1 Li hqwhusulvhv dwwdfk srvlwlyh suredelolw| wr uhyhuvdov
lq wkh uhirup surfhvv wkhq wkh pdunhw lv qrw wkh fhuwdlq ghvwlqdwlrq1

D pruh lpsruwdqw dqvzhu wr wklv txhvwlrq/ krzhyhu/ lv wkdw zkdw pdwwhuv iru wkh
hqwhusulvh lv qrw mxvw wkh �qdo ghvwlqdwlrq/ exw wkh sdfh ri wkh mrxuqh| dv zhoo1 Wkhuh
lv qr srlqw lq jhwwlqj wkhuh wrr idvw/ xqohvv wkhuh lv dq lpsruwdqw pdunhw wkdw fdq eh
fdswxuhg e| �uvw pryhuv1 Wkh uhdvrq lv reylrxv1 Hqwhusulvhv wkdw pryh wrr idvw wr
wkh pdunhw hfrqrp| ehdu d glvsursruwlrqdwh vkduh ri wkh wd{ ordg1 Wkxv wkh ghflvlrq
wr lqyhvw lq glvwdqfh uhgxfwlrq ghshqgv rq h{shfwdwlrqv derxw zkdw rwkhu hqwhusulvhv
zloo gr1 Wklv lv zk| pxowlsoh htxloleuld dulvh1

Rqh vxvshfwv wkdw wkhuh duh pxowlsoh htxloleuld khuh1 Li doo rwkhu hqwhusulvhv fkrrvh
wr nhhs {&| ' f/ wkhq dq hqwhusulvh wkdw lqyhvwv idfhv kljk wd{hv/ zklfk pd| pdnh
qr0lqyhvwphqw wkh grplqdqw vwudwhj| iru wkh hqwhusulvh1 Li doo rwkhu hqwhusulvhv duh lq0
yhvwlqj/ krzhyhu/ lqirupdo dfwlylwlhv pd| eh yhu| frvwo|/ dqg khqfh irupdo surgxfwlrq
pd| eh wkh grplqdqw vwudwhj| iru wkh hqwhusulvh1
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91514 Luuhyhuvlelolw|

Wkhuh pd| dovr eh dq luuhyhuvlelolw| lvvxh1 Vkliwlqj surgxfwlrq wr fdvk jrrgv pd|
pdnh dfwlylwlhv revhuydeoh wr wkh wd{ dxwkrulwlhv1 Pruhryhu/ dq hqwhusulvh wkdw vkliwv
surgxfwlrq wr fdvk jrrgv pd| orvh fuhglelolw| zkhq lw jrhv wr jryhuqphqw r!fldov lq
uhtxhvw ri wd{ r�vhwv1 Wkhvh frqvlghudwlrqv pd| pdnh lw yhu| frvwo| wr vzlwfk edfn wr
lqirupdo surgxfwlrq1 Wklv dggv dq hohphqw ri luuhyhuvlelolw| wr wkh ghflvlrq wr vzlwfk
wr fdvk surgxfwlrq1 Dq rswlrq ydoxh wr zdlwlqj pd| wkxv lqfuhdvh wkh zhgjh ehwzhhq
wkh wzr w|shv ri surgxfwlrq1

916 Hqgrjhqhlw| ri wkh Fdvk Frqvwudlqw

Wkh lqwhuhvwlqj srlqw derxw wkh fdvk frqvwudlqw lv wkdw lw lv hqgrjhqrxv195 Fohduo|/
krz wrxjk lv wkh fdvk frqvwudlqw zloo ghshqg rq wkh vwuhqjwk ri wkh hqwhusulvh*v
uhodwlrqvklsv zlwk rwkhu hqwhusulvhv dqg orfdo jryhuqphqwv1 Wkh vkduh ri sd|phqwv
wkdw dq hqwhusulvh pxvw sd| lq fdvk lv d ixqfwlrq ri wkh h{whqw wr zklfk lw lv lq wkh
fdvk hfrqrp|1 Dv wkh hqwhusulvh fkrrvhv ehwzhhq irupdo dqg lqirupdo dfwlylwlhv lw
zloo ghwhuplqh wkh fdvk frqvwudlqw iru ixwxuh shulrgv1 Zh pljkw zulwh/ iru h{dpsoh/

�| ' �E
+Sc|3�
+?Sc|3�

c o|�

zlwk �� : f dqg �2 	 f1 Lq rwkhu zrug/ wkh juhdwhu lv sdvw lqyroyhphqw lq wkh fdvk
hfrqrp| wkh wljkwhu zloo eh wkh fdvk frqvwudlqw wklv shulrg/ zkloh wkh vwurqjhu duh
uhodwlrqvklsv/ wkh zhdnhu lw zloo eh1 Wkh srlqw lv wkdw sdvw ghflvlrqv derxw wkh h{whqw
ri lqyroyhphqw lq wkh lqirupdo hfrqrp| zloo d�hfw krz wljkw wkh fdvk frqvwudlqw zloo
eh wklv shulrg1

Wkh klvwru| ri hfrqrplf dfwlylw| ghwhuplqhv krz wljkw wkh fdvk frqvwudlqw zloo
eh lq ydulrxv zd|v1 Rqh zd| lv wkurxjk vhohfwlrq ri wkh oderu irufh1 Hqwhusulvhv
wkdw uhwdlq wkhlu sdwhuqdolvwlf fkdudfwhu rewdlq d oderu irufh wkdw ehfrphv lqfuhdv0
lqjo| zloolqj wr dffhsw vxfk ehkdylru1 Zrunhuv zkr kdyh vwurqj suhihuhqfhv iru fdvk
zdjhv ru zkr kdyh juhdwhu rxwvlgh rssruwxqlwlhv ohdyh wkh hqwhusulvh> wkh uhpdlqlqj
zrunirufh wkxv ehfrphv pruh sdvvlyh lq uhvsrqvh wr xqsdlg zdjhv dqg zdjhv sdlg lq
nlqg1 Wklv phdqv wkdw wkh fdvk frqvwudlqw iru wkh hqwhusulvh ehfrphv pxfk zhdnhu
ryhu wlph1 Frpsduh wklv wr dq hqwhusulvh forvh wr wkh pdunhw zlwk d vnloohg zrunirufh
zklfk kdv ehwwhu rxwvlgh rssruwxqlwlhv ru zklfk kdv vwurqjhu suhihuhqfhv iru fdvk196

Iru wklv hqwhusulvh/ wkh fdvk frqvwudlqw zloo eh pxfk wljkwhu1
Zkdw wklv vxjjhvwv lv wkdw wkh ghflvlrqv wkdw hqwhusulvhv pdnh frqfhuqlqj wkhlu

lqyroyhphqw lq wkh fdvk hfrqrp| ghwhuplqhv wkh frvwv dqg ehqh�wv ri lqyroyhphqw lq
wkh ixwxuh1 Wkhuh lv shuvlvwhqfh lq wkhvh ghflvlrqv1

95Wkh h{whqw wr zklfk wkh fdvk frqvwudlqw elqgv pd| dovr gl�hu ehwzhhq h{lvwlqj dqg qhz hqwhu0
sulvhv1 Qhz hqwhusulvhv pd| �qg lqirupdo uhodwlrqv kdughu wr hqjdjh lq1

96Rq wkh qhjdwlyh vhohfwlrq surfhvv wkdw rffxuv lq d sdwhuqdolvwlf hqwhusulvh/ vhh ^5`1
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Rqh fdq wklqn ri wkh wudghr�v lqyroyhg lq uhvwuxfwxulqj pruh fohduo| li zh pdnh
� ghshqg rq lqyhvwphqwv wr uhgxfh glvwdqfh1

�| ' �E{&|3�c o|�

Dv zh qrwhg deryh/ lqyhvwphqw lq glvwdqfh0uhgxflqj dfwlylwlhv lpsolhv d juhdwhu qhhg
iru fdvk1 Khqfh/ wkh ghflvlrq wr lqyhvw kdv wkh gluhfw lpsolfdwlrq wkdw lw wljkwhqv wkh
fdvk frqvwudlqw1

: Srolf| Lpsolfdwlrqv

:14 Prqhwdu| Srolf| dqg Eduwhu

Wkh h�hfwv ri prqhwdu| srolf| lq d eduwhu hfrqrp| zloo gl�hu ghshqglqj rq wkh fdxvhv
ri eduwhu1 Wkh h�hfwv ri fuhglw h{sdqvlrq rq hfrqrplf dfwlylw| zloo gl�hu li eduwhu lv
oltxlglw| lqgxfhg ru wd{ lqgxfhg1

D fuhglw h{sdqvlrq lq d oltxlglw|0lqgxfhg eduwhu htxloleulxp lpsolhv wkdw wkh �0
qdqfldo frqvwudlqw idflqj hqwhusulvhv lv uhod{hg1 Dv eduwhu lv frvwolhu wkdq prqhwdu|
h{fkdqjh fuhglw h{sdqvlrq vkrxog ohdg wr dq lqfuhdvh lq rxwsxw sursruwlrqdo wr wkh
uhdo frvwv ri eduwhu197

D fuhglw h{sdqvlrq lq d wd{0lqgxfhg eduwhu htxloleulxp kdv ohvv fohdu0fxw lpsol0
fdwlrqv1 Li wkh frvw ri fuhglw lv uhgxfhg vrph hqwhusulvhv pd| vzlwfk iurp eduwhu wr
prqhwdu| h{fkdqjh wr hfrqrpl}h rq wkh frvwv ri eduwhu1 Exw wkhuh lv qr sulpdu|
h�hfw ri uholhylqj wkh fuhglw frqvwudlqw lq wklv fdvh1

Frqvlghu/ iru h{dpsoh/ d fuhglw h{sdqvlrq wkdw uhgxfhv lqwhuhvw udwhv1 Zh zrxog
h{shfw wkdw wklv zrxog ohdg wr dq lqfuhdvh lq eruurzlqj1 Wklv zloo eh wuxh iru hq0
whusulvhv wkdw duh rq wkh pdujlq ehwzhhq uhgxflqj glvwdqfh dqg lpsurylqj uhodwlrqv1
Iru rwkhu hqwhusulvhv wkh rqo| uhdvrq wr eruurz lv wr uhod{ wkh fdvk frqvwudlqw1 Dq
hqwhusulvh olnh Wxwd|hy vhoo iru fdvk dw d orvv1 Li lqwhuhvw udwhv idoo vx!flhqwo| wkhq
wkh| pd| eruurz wr hduq fdvk udwkhu wkdq vhoo ehorz frvw1 Exw rqfh wkhlu fdvk qhhgv
duh phw wkh| zloo qrw eruurz ixuwkhu1 Dq hqwhusulvh zlwk d yhu| kljk _� kdv srru
lqyhvwphqw rssruwxqlwlhv1

:15 Wljkwhqlqj wkh Fdvk Frqvwudlqw

Zh vdz lq vhfwlrq 815 wkdw rqh idfwru wkdw nhhsv hqwhusulvhv lq wkh fdvk hfrqrp| �
hyhq wkrvh zklfk vxuylyh sulpdulo| e| yluwxh ri wkhlu uhodwlrqdo fdslwdo � lv wkh qhhg
wr vdwlvi| wkh fdvk frqvwudlqw1 Wklv vxjjhvwv wkdw rqh srolf| lqvwuxphqw wkdw frxog
eh xvhixo wr sxvk hqwhusulvhv wr uhgxfh wkhlu glvwdqfh wr wkh pdunhw lv wr wljkwhq wkh

97Li eduwhu zhuh qr pruh frvwo| wkdq prqhwdu| h{fkdqjh wkhq fuhglw h{sdqvlrq zrxog ohdg/ lq
htxloleulxp/ vlpso| wr dq lqfuhdvh lq sulfhv1 Lq fxuuhqw0gd| Uxvvld/ krzhyhu/ d fuhglw h{sdqvlrq
ohdgv wr dq lqfuhdvh lq wkh surgxfwlrq ri xqzdqwhg rxwsxw1
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fdvk frqvwudlqw1 Wkh txhvwlrq lv krz vxfk d srolf| fdq eh dffrpsolvkhg1 Dv zh kdyh
glvfxvvhg eduwhu lv frpprq suhflvho| dv d phdqv ri hydglqj wd{hv/ vr vlpso| fkdqjlqj
odzv wr holplqdwh eduwhu duh xqolnho| wr eh h�hfwlyh1

Lw lv lqwhuhvwlqj wr uh hfw djdlq rq krz wkh suhydohqfh ri eduwhu lq wkh hfrqrp|
fdq d�hfw wkh ghflvlrq wr hqjdjh lq lqirupdo dfwlylw|1 Suhvxpdeo| wkh frvw ri hqjdjlqj
lq lqirupdo dfwlylw| idoov wkh pruh suhydohqw lw lv> wkh �vwuhqjwk lq qxpehuv� skhqrp0
hqrq1 Wklv vxjjhvwv wkdw zkhq prvw hqwhusulvhv xvh prqh| wkh uhwxuqv wr qrq0fdvk
surgxfwlrq pd| eh vpdoohu wkdq li prvw hqwhusulvhv duh lq wkh eduwhu hfrqrp|1

:1514 Suhvvxuh rq wkh �Wkuhh Idw Er|v�

Dq lpsruwdqw frqgxlw iru eduwhu lq wkh Uxvvldq hfrqrp| lv wkh zloolqjqhvv ri wkh
�wkuhh idw er|v� +wul wrovw|dnd/ Jd}surp/ XHV/ dqg PSV, wr sduwlflsdwh1 Wklv vxj0
jhvwv wkdw wkh fdvk frqvwudlqw frxog eh wljkwhqhg e| sxvklqj wkh qdwxudo prqrsrolhv
wr dffhsw rqo| fdvk1 Rqh phdqv ri lpsohphqwlqj wklv zrxog eh wr suhvvxuh wkh sd|0
phqw ri wd{ duuhduv e| wkhvh hqwhusulvhv/ wkh lghd ehlqj wkdw li wkh qdwxudo prqrsrolhv
qhhg fdvk wr sd| wd{hv wkh| zloo eh irufhg wr froohfw fdvk sd|phqwv iurp wkhlu fxv0
wrphuv1 Wkh sureohp khuh lv wkdw wklv dujxphqw dvvxphv wkdw wkh fxvwrphuv zrxog
eh deoh wr sd| li irufhg wr1 Lw lv qrw dw doo fohdu wkdw wklv lv vr1 Zlwkrxw wkh delolw|
wr fxw gholqtxhqw fxvwrphuv r�/ wkh prqrsrolvwv pd| hqg xs zlwk duuhduv uhsodflqj
eduwhu1

Wkh lghd wkdw suhvvxuh rq wkh �idw er|v� zloo lqfuhdvh wkh xvh ri prqh| lq wkh
hfrqrp| uhvwv rq d sduwlfxodu xqghuvwdqglqj ri wkh vrxufhv ri qrq0prqhwdu| h{fkdqjh1
Li eduwhu lv wkh uhvxow ri wkh h�ruwv ri sur�wdeoh hqwhusulvhv wr hydgh wd{hv wkhq
lqfuhdvlqj wkh frvw ri vxfk vfkhphv pd| uhvxow lq uhprqhwl}dwlrq1 Li wkh �idw er|v�
duh irufhg wr dffhsw rqo| fdvk iurp wkhlu fxvwrphuv/ lw iroorzv wkdw wkh fdvk frqvwudlqw
iru doo hqwhusulvhv zloo eh lqwhqvl�hg1

Wkh uhvxow lv yhu| gl�huhqw/ krzhyhu/ li orvvpdnlqj hqwhusulvhv duh dq lpsruwdqw
idfwru lq qrqsd|phqwv1 Hqwhusulvhv wkdw fdqqrw fryhu wkhlu frvwv ri surgxfwlrq fdq
rqo| lqfuhdvh fdvk sd|phqwv iru xwlolwlhv e| uhgxflqj fdvk sd|phqwv hovhzkhuh1 Wkh
sulpdu| xvh ri fdvk/ dvlgh iurp zdjhv/ lv wr sd| wd{hv1 Khqfh/ rqh frqvhtxhqfh ri
lqfuhdvhg suhvvxuh pd| eh wr lqfuhdvh wd{ duuhduv1

Li wkh frqwlqxhg rshudwlrq ri orvvpdnlqj hqwhusulvhv sod|v d fuxfldo uroh lq jhq0
hudwlqj ghprqhwl}dwlrq ri wkh hfrqrp|/ wkh surshu srolf| uhvsrqvh zrxog eh wr vkxw
grzq wkhvh hqwhusulvhv1 Lqghhg/ wkdw lv wkh lqgluhfw h�hfw ri vxffhvvixo suhvvxuh rq
wkh �idw er|v1� Wr vrph h{whqw/ wklv uh hfwv d vkliwlqj ri wkh exughq ri vkxwwlqj grzq
orvvpdnhuv iurp wkh jryhuqphqw wr wkh xwlolwlhv> wkh odwwhu wdnh wkh khdw1 Ljqrulqj
wkh vkliwlqj ri uhvsrqvlelolw|/ wklv srolf| kdv wkh dgydqwdjh ri dovr wljkwhqlqj wkh fdvk
frqvwudlqw rq sur�wdeoh hqwhusulvhv1 Wkh sureohp zlwk wklv vwudwhj|/ krzhyhu/ lv wkdw
wkhuh lv qr jrrg uhdvrq wr dvvxph wkdw wkh xwlolwlhv fdq frsh zlwk wkh srolwlfdo frvwv
ri vkxwwlqj grzq hqwhusulvhv dq| ehwwhu wkdq wkh jryhuqphqw1
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; ILJ*v98

Ilqdqfldo0Lqgxvwuldo jurxsv +ILJv, kdyh ehfrph dq lqfuhdvlqjo| lpsruwdqw ihdwxuh ri
wkh Uxvvldq odqgvfdsh1 ILJ*v pd| dowhu wkh uhodwlrqvkls ehwzhhq irupdo dqg lqirupdo
dfwlylwlhv1 Lq wklv vhfwlrq zh h{dplqh wkh lpsolfdwlrqv ri rxu wkhru| iru xqghuvwdqg0
lqj wkh uroh ri ILJ*v1 Wkurxjkrxw wklv vhfwlrq rxu lqwhuhvw lv zlwk edqn0ohg ILJ*v1
Edqn0ohg ILJ*v frqwudvw zlwk r!fldo ILJ*v/ zklfk duh w|slfdoo| ghylfhv wr pdlqwdlq
wkh whqxuh ri wkh frqvwlwxhqw gluhfwruv> l1h1/ wkh| duh ylhzhg dv vxuylydo0hqkdqflqj
phfkdqlvpv1

Frqvlghu wkh ghflvlrq ri d ILJ wr rewdlq frqwuro ri vrph hqwhusulvh1 Li frqwuro lv
dfklhyhg wkh ILJ uhsodfhv wkh rog gluhfwru zlwk lwv rzq shuvrqqho1 Qhz rzqhuv gr
qrw srvvhvv wkh frqqhfwlrqv wkdw rog gluhfwru srvvhvvhv/ exw wkh| kdyh uhodwlrqvklsv
zlwk rwkhu hqwhusulvhv zlwklq wkh ILJ/ dqg shukdsv/ e| h{whqvlrq/ juhdwhu srolwlfdo
lq xhqfh199

Dq hqwhusulvh wkdw hqjdjhv lq lqirupdo dfwlylwlhv hduqv d sxeolf udwh ri uhwxuq wr
fdslwdo wkdw lv orz uhodwlyh wr zkdw lw frxog hduq/ vlqfh wkh xqr!fldo lqfrph lv qrw
phdvxuhg1 Lq wkh frqwh{w ri 5 fdvk sur�wv h{foxgh lqirupdo uhyhqxh/ eR}Ee?Sc o�1 Wkh
uhwxuq rq htxlw| ghshqgv rq fdvk sur�wv/ vr wkdw vkduhkroghuv rqo| rzq wkh phdvxuhg
udwh ri uhwxuq1 Ohw T E%J� eh wkh shu0vkduh glvfrxqwhg ydoxh ri wkh sur�wv jhqhudwhg
iurp r!fldo dfwlylwlhv1 Khqfh/ +xqghu vrph qdwxudo frqglwlrqv, wkh plqlpxp dffhsw0
deoh sulfh iru zklfk d vkduhkroghu zrxog vhoo klv ru khu vkduhv lq wkh hqwhusulvh lv
T E%J� n 019:

Li wkh ILJ rewdlqv frqwuro lw uhsodfhv wkh gluhfwru/ dqg uhgxfhv wkh vfrsh ri lq0
irupdo dfwlylwlhv1 ILJ*v kdyh d suhihuhqfh iru fdvk lqfrph dv rssrvhg wr lq0nlqg
wudqvihuv19; Wkh ILJ dovr lqwurgxfhv kljk0srzhuhg lqfhqwlyhv dqg frqwuro phfkd0
qlvpv wr uhgxfh gluhfwru h{sursuldwlrq19< Wklv fdxvhv eS

e?S
wr lqfuhdvh/ uhvxowlqj lq

lqfuhdvhg phdvxuhg sur�wv1 Dqg wkh hqkdqfhg prqlwrulqj fdsdelolw| ri wkh ILJ
phdqv wkdw zkdwhyhu lqirupdo dfwlylwlhv frqwlqxh wr wdnh sodfh duh dssursuldwhg e|
wkh qhz rzqhuv1 Khqfh/ T E%J� lqfuhdvhv/ dqg wkh ydoxh ri wkh hqwhusulvhv ulvhv wr

98Wklv dujxphqw uhihuv wr xqr!fldo ILJ*v +edqn0ohg/ w|slfdoo|,1 R!fldo ILJ*v duh w|slfdoo| gh0
ylfhv wr pdlqwdlq wkh whqxuh ri wkh frqvlwxhqw gluhfwruv> l1h1/ wkh| duh ylhzhg dv vxuylydo0hqkdqflqj
phfkdqlvpv1

99Dw wkh ihghudo ohyho1 Lw lv olnho|/ krzhyhu/ wkdw wkh rog gluhfwru kdv juhdwhu lq xhqfh dw wkh orfdo
ohyho1

9:Wkh lghd khuh lv wkdw wkh vkduhkroghuv fdqqrw fdswxuh wkh ydoxh ri wkh lqirupdo dfwlylwlhv ehfdxvh
wkh hqwhusulvh gluhfwru lv xqdffrxqwdeoh wr wkh vkduhkroghuv1 Li wkh gluhfwru frqwlqxhv wr rshudwh wkh
hqwhusulvh wkh ydoxh ri wkh vkduhv uhpdlq Y +{r,1 Khqfh/ vkduhkroghuv zrxog eh zloolqj wr vhoo wr dq
rxwvlghu zkr lv zloolqj wr sd| d suhplxp ryhu Y +{r,1 Wkh ghwhuplqdqwv ri wkh vl}h ri wklv suhplxp
lv qrw h{dplqhg khuh1

9;Wklv lv wuxh iru edqn0ohg ILJv wr zklfk rxu dujxphqw uhihuv1 Qrwlfh wkdw wkhvh rujdql}dwlrqv
whqg wr eruurz h{whuqdoo| lq grooduv dqg krog uxeoh dvvhwv1 Khqfh/ wkh| kdyh juhdwhu qhhgv iru
fdvk wkdq dq lqvlghu0grplqdwhg ILJ zkrvh ghew lv rzhg sulpdulo| wr vxssolhuv/ zrunhuv/ dqg wkh
jryhuqphqw1

9<Rqh phfkdqlvp wkdw lv uhdglo| dydlodeoh lv wr uhtxluh sd|phqwv wkurxjk ILJ0rzqhg edqnv1
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T E%J n w%?�/ zkhuh w lv wkh vkduh ri lqirupdo dfwlylwlhv wkdw duh revhuyhg e| wkh
ILJ*v rzqhuv1 Qrwlfh wkdw li wkh vfdoh ri lqirupdo dfwlylwlhv +%?, lv odujh wkhq zh
pd| kdyh T E%J� n 0 	 T E%J n w%?� hyhq iru udwkhu vpdoo ydoxhv ri w1 Ri frxuvh/ wklv
uhtxluhv wkh ILJ wr sd| r� wkh lqfxpehqw pdqdjhphqw/ xqohvv frqwuro fdq frph iurp
sxufkdvh ri jryhuqphqw vkduhv1

Wkh nh| srlqw lv wkdw wkh qhz pdqdjhphqw grhv qrw kdyh wr eh pruh h�hfwlyh wkdq
wkh rog iru vkduhkroghu ydoxh wr ulvh1 Hyhq li wkh qhz pdqdjhphqw lv ohvv frpshwhqw
vkduh ydoxh fdq ulvh li eS

e?S
lqfuhdvhv1 Wdnhryhuv kdyh srvlwlyh h�hfw rq vkduhkroghu

ydoxh wkurxjk wkh fkdqjh lq wkh frpsrvlwlrq ri h�ruw wkdw lv lqgxfhg1:3

Qrwlfh wkdw wkh ILJ pd| dovr dowhu eS
e?S

wkurxjk wkh h�hfw ri lqfuhdvhg fuhglw
dydlodelolw|1 Gluhfw rzqhuvkls rq wkh sduw ri ILJv uhgxfhv wkh prudo kd}dug sureohp
wkdw lqklelwv ohqglqj wr hqwhusulvhv e| frpphufldo edqnv1 Zlwk d orzhu frvw ri fuhglw
wkh uhwxuq wr uhgxflqj glvwdqfh pd| ulvh uhodwlyh wr wkdw ri lqyhvwlqj lq uhodwlrqv1

Rqh pljkw dujxh wkdw ILJv pd| lqfuhdvh eS
e?S

wkurxjk d wljkwhqlqj ri wkh fdvk frq0
vwudlqw ri wkhlu frqvwlwxhqw hqwhusulvhv1 Wkh h�hfw frxog jr erwk zd|v1 D ILJ frxog
dfw dv d pxwxdo sd|phqw phfkdqlvp/ uhgxflqj wkh qhhgv iru fdvk ri wkh frqvwlwxhqw
hqwhusulvhv1 Wkh ILJ zrxog vlpso| vhwwoh dffrxqwv ehwzhhq phpehu hqwhusulvhv1 Exw
wkh h�hfw frxog jr wkh rwkhu zd|/ hvshfldoo| iru wkh edqn0ohg ILJv/ zkhq hqwhusulvhv
duh sxufkdvhg xvlqj ixqgv eruurzhg iurp deurdg1 Pdq| ILJv kdyh  rdwhg Hxurerqgv
dqg xvhg wkh surfhhgv wr sxufkdvh grphvwlf dvvhwv1:4 Wklv lqfuhdvhv wkh ghpdqgv rq
wkh phpehu hqwhusulvhv wr hduq sur�wv wkdw fdq eh wudqvodwhg lqwr grooduv wr uhsd|
wkh ordqv/ vr lw pd|/ shukdsv/ wljkwhq wkh fdvk frqvwudlqw1:5

;14 ILJv dqg Orfdo Jryhuqphqwv

ILJv duh riwhq rssrvhg e| orfdo jryhuqphqwv1 Zk|B Wkh| wkuhdwhq wkh wd{ r�vhw
vfkhphv wkdw wkh orfdo jryhuqphqwv dqg hqwhusulvhv duh lqyroyhg zlwk1 ILJv sxvk
wkh hqwhusulvh lqwr wkh irupdo vhfwru/ zklfk uhgxfhv wkh orfdo jryhuqphqw*v vkduh ri
wkh wd{ wdnh1 Wklv pd| dovr fdxvh d idoo lq hpsor|phqw/ zklfk wkh orfdo jryhuqphqw
glvdssuryhv ri1

Wkh orfdo jryhuqphqw/ dw wkh h{wuhph/ vhhnv wr pdlqwdlq d �qdwxudo� hfrqrp|/
zkloh wkh ihghudo jryhuqphqw ghvluhv d prqhwdu| hfrqrp|1 Wkh orfdo jryhuqphqw
zdqwv wr nhhs dv pxfk lqfrph dv lw fdq zlwklq wkh mxulvglfwlrq/ wr pd{lpl}h zkdw lw
fdq fdswxuh1

:3Dq lqfuhdvh lq vkduhkroghu ydoxh lv qrw htxlydohqw wr dq lqfuhdvh lq vrfldo zhoiduh/ krzhyhu1 Wkh
ulvh lq vkduhkroghu ydoxh lv d sxuh wudqvihu lq wkh devhqfh ri dq| surgxfwlylw| lqfuhdvh1

:4H1J1/ Doid Edqn lq rughu wr sxufkdvh W|xphq Rlo Frpsdq|/ dqg Rqh{lpedqn zlwk uhvshfw wr
Qrulovn Qlfnho dqg zlwk lwv sduwqhuv lq wkh sxufkdvh ri Vy|d}lqyhvw1

:5Krz wklv d�hfwv wd{ froohfwlrq ghshqgv rq zkhwkhu wkh ILJ fdq klgh lqfrph yld wudqvihu sulflqj1
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< Wkh Ilvfdo Sdudgr{
Zkdw frxog hqg wkh elixufdwlrqB Rqh idfwru lv wr hqg wd{ r�vhwv> wr euhdn wkh wlh
ehwzhhq orfdo jryhuqphqwv dqg hqwhusulvhv1 Exw krz fdq wklv eh dffrpsolvkhg jlyhq
wkh lpsruwdqfh ri wklv uhodwlrqvklsB Wkh nh| zrxog vhhp wr eh uhyhqxh dvvljqphqw vr
wkdw wkh orfdo jryhuqphqw zrxog ehqh�w iurp lqfuhdvhg jurzwk lq wkh orfdo hfrqrp|1
Wkh ihghudo jryhuqphqw vkrxog eh lq idyru ri prqhwl}dwlrq vlqfh lw lqfuhdvhv wkhlu
wd{ vkduh1 Orfdo jryhuqphqwv gr qrw/ iru h{dfwo| wkh vdph uhdvrq1 Exw li orfdo
jryhuqphqwv frxog sduwlflsdwh lq orfdo lpsuryhphqwv wkhq wkh| pljkw eh zloolqj wr
dffhsw wd{ dvvljqphqw1

Wkh sureohp lv wkdw prylqj hqwhusulvhv wr wkh irupdo vhfwru uhtxluhv odujh uhvwuxf0
wxulqj h{shqglwxuhv zkhq _� lv odujh/ dv lw zrxog eh iru wkhvh hqwhusulvhv1 Lq vrph
vhqvh wkh ihghudo jryhuqphqw qhhgv wr lqvxuh orfdo jryhuqphqwv djdlqvw wklv/ exw lw
odfnv wkh uhyhqxhv1
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D Dsshqgl{= Eduwhu dqg Wd{ Hydvlrq
Lq wklv dsshqgl{ zh frqvlghu wzr h{dpsohv zklfk ghprqvwudwh krz eduwhu fdq idflo0
lwdwh wkh hydvlrq ri wd{hv1 Wkh h{dpsohv zh frqvwuxfw xvh elodwhudo eduwhu iru hdvh
ri h{srvlwlrq1 Dv zh phqwlrq lq wkh sdshu/ prvw eduwhu lq Uxvvld lv pxowlodwhudo1
Lw zrxog eh hdv| wr dgg hqwhusulvhv wr wkh eduwhu fkdlq zlwkrxw fkdqjlqj wkh irufh
ri wkhvh h{dpsohv1 Exw wkh elodwhudo fdvh pdnhv wkh vrxufh ri wkh wd{ jdlqv prvw
wudqvsduhqw1

D14 H{dpsoh D

Wklv h{dpsoh kdv wzr hqwhusulvhv zklfk xvh hdfk rwkhu*v rxwsxw dv lqsxw1

� Wzr hqwhusulvhv= Jd}surp/ Qrulovn

� Wzr jrrgv= qdwxudo jdv/ phwdo surgxfwv

� phwdo rxwsxw/ +6 lv jlyhq e|= +6 ' f�D+C

� jdv rxwsxw/ +C lv jlyhq e|= +C ' 2+6

Wkh pdunhw sulfh ri jdv +�C, dqg phwdov +�� , htxdov rqh uxeoh/ vr wkdw wkh uhodwlyh
sulfh lv xqlw|1:6 Xqghu wkhvh frqglwlrqv phwdo surgxfwlrq lv qrw dfwxdoo| sur�wdeoh/
vlqfh lw wdnhv 5 xqlwv ri jdv/ zlwk d pdunhw ydoxh ri 5 uxeohv/ wr surgxfh rqh xqlw ri
phwdov/ zklfk lv zruwk rqh uxeoh1 Vxssrvh wkdw wkh wd{ udwh rq sur�wv lv 433(/ dqg
wkdw wkhuh duh qr oderu frvwv ri surgxfwlrq1:7

Zh frqvlghu wzr fdvhv1 Iluvw/ zh kdyh d prqhwdu| hfrqrp|1 Vxssrvh iru vlpsolflw|
wkdw wkhuh lv dq duwl�fldo wudglqj frpsdq|1 Lw sd|v hdfk surgxfhu wkh pdunhw sulfh
+rqh uxeoh, iru lwv rxwsxw/ dqg vhoov wkh rxwsxw wr wkh rwkhu hqwhusulvh dw wkh pdunhw
sulfh1 Iru vlpsolflw| dvvxph wkdw lw grhv wklv dv }hur frvw1 Wkhvh wudqvdfwlrqv duh
fduulhg rxw zlwk prqh|1:8 Lq wkh vhfrqg fdvh/ wkh wzr hqwhusulvhv hqjdjh lq eduwhu1

Lq wkh fdvh ri prqhwdu| h{fkdqjh Jd}surp*v sur�wv duh htxdo wr 4 uxeoh dqg wd{hv
sdlg duh rqh uxeoh1 Qrulovn orvhv prqh| dqg sd|v qr wd{hv1 Zh fdq zulwh Jd}surp*v
dqg Qrulovn*v dffrxqw=

Jd}surp Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv 2
Frvwv �
Sur�wv �
Wd{hv �

Qrulovn Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv �
Frvwv 2
Sur�wv ��
Wd{hv f

+53,

:6Li Qrulovn zhuh vkxw grzq Jd}surp frxog lpsruw phwdov dw d sulfh ri rqh uxeoh1 Vr Jd}surp lv
lqghhg sur�wdeoh dw lqlwldo sulfhv dqg Qrulovn lv qrw1

:7Zh dgg oderu frvwv lq wkh qh{w vhfwlrq1
:8Fohduo| qrwklqj zrxog fkdqjh lq wkh wzr �upv mxvw wudghg zlwk hdfk rwkhu dw wkh pdunhw sulfh

dqg sdlg lq uxeohv1 Wkh srlqw ri wkh duwl�fldo wudghu lv vlpso| wr pdnh wkh h{dpsoh fohdu1
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Qrz zh vxssrvh wkdw lqvwhdg ri hqjdjlqj lq prqhwdu| h{fkdqjh/ wkh hqwhusulvhv
eduwhu zlwk rqh dqrwkhu1 Lq wklv wudqvdfwlrq/ wkh eduwhu sulfh +wr Jd}surp, ri Qrulovn
rxwsxw lv udlvhg wr 5 uxeohv1 Wkh h{whuqdo sulfh ri Qrulovn rxwsxw lv xqfkdqjhg/ exw wkh
sulfh wkdw lv uhfrughg lq wklv wudqvdfwlrq lv grxeohg1 Wkh vdph sk|vlfdo wudqvdfwlrq
rffxuv1 Qrulovn uhfhlyhv wzr xqlwv ri jdv iurp Jd}surp +ydoxhg dw 5 uxeohv, dqg vklsv
rqh xqlw ri phwdov wr Jd}surp +qrz ydoxhg dw 5 uxeohv,1 Rxu dffrxqwv qrz ehfrph=

Jd}surp Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv 2
Frvwv 2
Sur�wv f
Wd{hv f

Qrulovn Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv 2
Frvwv 2
Sur�wv f
Wd{hv f

+54,

Wkh h�hfw ri wkh lqfuhdvh lq wkh sulfh ri phwdov lv wr uhgxfh Jd}surp sur�wv dqg/
khqfh/ wd{hv1 Wklv rqh xqlw vdylqj lq wd{hv fdq eh vkduhg ehwzhhq wkh wzr hqwhusulvhv1
Wkdw lv/ d vlgh sd|phqw iurp Qrulovn wr Jd}surp wkdw lv ohvv wkdq rqh xqlw zloo pdnh
erwk hqwhusulvhv ehwwhu r�1

D15 H{dpsoh E

Qrz zh dowhu wkh h{dpsoh wr lqfoxgh oderu dqg pdnh fohdu wkdw eduwhu fdq uhgxfh wd{
lqflghqfh zkhq wkhuh duh orvvpdnhuv1 Frqwlqxh wr dvvxph wkdw wkh sulfh ri jdv dqg
phwdo surgxfwv duh erwk rqh uxeoh1 Ixuwkhu dvvxph wkdw hdfk surfhvv uhtxluhv xvh ri
wkh rwkhu jrrg dv lqsxw1 Jd}surp xvhv rqh xqlw ri phwdo rxwsxw/ dqg Qrulovn xvhv
wzr xqlwv ri jdv1 Hdfk surfhvv uhtxluhv oderu/ dffruglqj wr

+C ' kCuC +l,

+� ' k�u� +ll,

Wkh zdjh udwh lv htxdo wr xqlw|/ dqg hdfk hqwhusulvh kdv wzr xqlwv ri oderu1 Ohw
kC ' 2 dqg k� ' f�D/ dqg ohw wkh wd{ udwh rq ydoxh dgghg eh �

�
1:9 Jd}surp wkxv

surgxfhv irxu xqlwv ri rxwsxw/ vhoolqj wzr xqlwv wr Qrulovn dqg dqrwkhu wzr wr wkh
pdunhw1 Qrulovn vhoov doo lwv rxwsxw wr Jd}surp1::

Dv lq wkh suhylrxv h{dpsoh zh �uvw frqvlghu prqhwdu| h{fkdqjh dqg wkhq eduwhu1

:9Zh qrz dvvxph wkdw wkhuh lv qr wd{ rq sur�wv1
::Wklv lv qrw hvvhqwldo1
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Lq wkh fdvh ri prqhwdu| h{fkdqjh zh kdyh=

Jd}surp Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv e
Oderu Frvwv 2
Pdwhuldo Frvwv �
Sur�wv �
Ydoxh Dgghg �
Wd{hv �

Qrulovn Dffrxqw
�@|e}Jo+ �6J�?|

Uhyhqxhv �
Oderu Frvwv 2
Pdwhuldo Frvwv 2
Sur�wv ��
Ydoxh Dgghg ��
Wd{hv f

+55,

Qrz vxssrvh wkdw Jd}surp dqg Qrulovn hqjdjh lq eduwhu/ dqg udlvh +vhw, wkh sulfh
ri phwdo wr wzr uxeohv1 Wkh dffrxqwv duh qrz=

Jd}surp Dffrxqw
�@|e}Jo+ �6J�?|
Uhyhqxhv e
Oderu Frvwv 2
Pdwhuldo Frvwv 2
Sur�wv f
Ydoxh Dgghg 2
Wd{hv f�SS.

Qrulovn Dffrxqw
�@|e}Jo+ �6J�?|

Uhyhqxhv 2
Oderu Frvwv 2
Pdwhuldo Frvwv 2
Sur�wv �2
Ydoxh Dgghg f
Wd{hv f

+56,

Qrz frpsduh +BB, dqg +44,1 Lw lv dssduhqw wkdw Jd}surp*v wd{hv kdyh ghfolqhg
e| f���1 \hw wkhuh kdv ehhq qr fkdqjh lq sk|vlfdo  rzv1 Wkh vlpsoh dffrxqwlqj ri
eduwhu doorzv wkh wzr hqwhusulvhv wr uhgxfh wrwdo wd{ sd|phqwv e| rqh wklug ri d xqlw
ri rxwsxw1:;

D16 Frpphqw

Zk| grhv wklv zrunB Wkh dv|pphwu| lv gxh wr wkh idfw wkdw Qrulovn zdv d orvvpdnhu1
Fohduo| li Qrulovn zhuh qrw lqlwldoo| orvlqj prqh| wkhq wklv fkdqjh zrxog fdxvh lwv
sur�wv +dqg khqfh/ wd{hv, wr lqfuhdvh e| wkh vdph dprxqw dv Jd}surp*v ghfolqhv1

Lw pxvw eh hpskdvl}hg wkdw lq erwk h{dpsohv wkh frpsdulvrq ehwzhhq wkh prq0
hwdu| dqg eduwhu wudqvdfwlrqv kdv qrwklqj wr gr zlwk wkh �uhdo zruog1� Zkhwkhu lq
eduwhu ru lq prqh| wkh vdph sk|vlfdo wudqvdfwlrq ehwzhhq hqwhusulvhv wdnhv sodfh/
wkh vdph sk|vlfdo wudqvirupdwlrq wdnhv sodfh lq wkh surgxfwlrq surfhvv/ dqg wkh vdph
sk|vlfdo rxwsxw uhvxowv1

Qrwlfh wkdw Qrulovn dovr ehqh�wv iurp wklv wudqvdfwlrq ehfdxvh lw fdq xvh wklv
lq dwhg sulfh wr ydoxh wkh rxwsxw lw xvhv wr sd| wd{hv lq nlqg wkdw duh qrw edvhg rq
sur�wv1

:;Reylrxvo|/ wkh uhgxfwlrq lv htxdo wr ��UQ zkhuh � lv wkh udwh ri ydoxh dgghg wd{/ dqg �UQ lv
wkh fkdqjh lq lqsxw sd|phqwv iurp Jd}surp wr Qrulovn1
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Lq wkh �uvw h{dpsoh +zlwkrxw oderu, wkh wzr hqwhusulvhv wrjhwkhu kdyh fxw wd{
oldelolw| e| rqh xqlw zklfk wkh| vkduh +frpsduh ^53` zlwk ^54`,1 Lq erwk h{dpsohv/
erwk hqwhusulvhv duh ehwwhu r� iurp d eduwhu wudqvdfwlrq wkdw xvhv d sulfh wkdw lv
kljkhu wkdq wkh pdunhw sulfh1 Qrwlfh wkdw Qrulovn lv surgxflqj qhjdwlyh ydoxh dgghg
zkhwkhu ru qrw eduwhu wdnhv sodfh/ exw lq wkh eduwhu wudqvdfwlrq wklv lv klgghq iurp
ylhz1 Ihghudo jryhuqphqw lv fohduo| zruvh r� ehfdxvh ri wkh orvv ri wd{hv1 Qrwlfh wkdw
lqgxvwuldo surgxfwlrq lv kljkhu hyhq wkrxjk wd{ uhyhqxh ghfuhdvhv +vrxqg idplolduB,1

Wklv lv qrw wkh hqg ri wkh vwru|1 Klglqj wkh uhdolw| pdnhv lw hdvlhu iurp d srolf|
vwdqgsrlqw wr doorz Qrulovn wr frqwlqxh wr ghvwur| ydoxh/ wkhuhiruh/ pdnlqj wkh frxqwu|
dv d zkroh zruvh r�1:< Wkh orfdo jryhuqphqw pd| eh ehwwhu r� ehfdxvh ri ohvv
xqhpsor|phqw lq Qrulovn1

Hvvhqwldoo|/ Jd}surp lv ex|lqj wd{ orvvhv iurp Qrulovn zklfk duh ydoxdeoh wr wkh
iruphu exw qrw wkh odwwhu1 Wkh| vkduh wkh ehqh�w1

Lw lv lqwhuhvwlqj wr qrwh wkdw li Jd}surp surgxfhg vrphwklqj wkdw zdv qrw dq
lqsxw lqwr grphvwlf surgxfwlrq/ lw frxog qrw jhw wklv ehqh�w1 Lw zrxog h{sruw wkh
jrrg/ ydoxh dgghg lq Uxvvld zrxog eh kljkhu1 Wkh vxuylydo ri wkh orvvpdnhuv doorzv
d sulydwho| ehqh�fldo wudqvdfwlrq wkdw lv vrfldoo| lqh!flhqw1

Uhihuhqfhv
^4` Khqgoh|/ Ndwku|q/ Eduu| Z1 Lfnhv/ Shwhu Pxuuhoo/ dqg Udqgl U|whupdq/ �Revhu0

ydwlrqv rq wkh Xvh ri Odz e| Uxvvldq Hqwhusulvhv/� Srvw0Vrylhw D�dluv/ 46/ 4/
4<<:1

^5` Jdgg|/ Fol�rug/ �Qrwhv iru wkh Wkhru| ri wkh Sdwhuqdolvwlf Uxvvldq Hqwhusulvh/�
plphr/ Wkh Eurrnlqjv Lqvwlwxwlrq/ 4<<71

^6` Hulfvrq/ Ulfkdug H1/ �Uhvwuxfwxulqj Lqyhvwhphqw lq Wudqvlwlrq= D Prgho ri wkh
Hqwhusulvh Ghflvlrq/� Gdylgvrq Lqvwlwxwh Zrunlqj Sdshu/ Mdqxdu| 4<<;1

^7` Lfnhv/ Eduu|/ Z1/ Shwhu Pxuuhoo/ dqg Udqgl U|whupdq/ �Hqg ri wkh WxqqhoB Wkh
H�hfwv ri Ilqdqfldo Vwdelol}dwlrq lq Uxvvld/� Srvw0Vrylhw D�dluv/ 46/ 5/4<<:= 4380
4661

^8` Lfnhv/ Eduu|/ Z1/ dqg Udqgl U|whupdq/ �Hqwu| Zlwkrxw H{lw= Hfrqrplf Vhohfwlrq
Xqghu Vrfldolvp/� plphr/ Shqqv|oydqld Vwdwh Xqlyhuvlw|/ 4<<:1

^9` Mrkqvrq/ Vlprq/ Gdqlho Ndxipdqq/ dqg Dqguhl Vkohlihu/ �Wkh Xqr!fldo Hfrqrp|
lq Wudqvlwlrq/� Eurrnlqjv Sdshuv rq Hfrqrplf Dfwlylw|/ 5= 4<<:1

^:` Nx}qhwv/ Gplwu|/ �Uxvvld Zlwkrxw Prqh|= Shwu Ndusry Gldjqrvhv wkh Fdqfhu ri
wkh Hfrqrp|/� Uxvvnl| Whohjudi/ Mdqxdu| 64/ 4<<;1

:<Dqrwkhu zd| wr wklqn derxw wklv lv wkdw klglqj uhdolw| wkurxjk eduwhu pdnhv lw kdughu iru uhirup0
plqghg srolf|pdnhuv wr vkxw ydoxh ghvwur|huv grzq1

6:



^;` RHFG Hfrqrplf Vxuyh|v/ Uxvvldq Ihghudwlrq 4<<:1 Sdulv/ 4<<:1
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