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<RX�DQG�,�DUH�PHPEHUV�RI�D�UDWKHU�SHFXOLDU�VSHFLHV��D�SX]]OLQJ�SULPDWH�
/RQJ� EHIRUH� WKH� RULJLQV� RI� DJULFXOWXUH�� WKH� ILUVW� FLWLHV�� RU� LQGXVWULDO

WHFKQRORJLHV��RXU�DQFHVWRUV�VSUHDG�DFURVV�WKH�JOREH��IURP�WKH�DULG�GHVHUWV
RI�$XVWUDOLD� WR� WKH�FROG� VWHSSH�RI�6LEHULD��DQG�FDPH� WR� LQKDELW�PRVW�RI
WKH�ZRUOG·V�PDMRU�ODQG�EDVHG�HFRV\VWHPV³PRUH�HQYLURQPHQWV�WKDQ�DQ\
RWKHU�WHUUHVWULDO�PDPPDO��<HW��SX]]OLQJO\��RXU�NLQG�DUH�SK\VLFDOO\�ZHDN�
VORZ��DQG�QRW�SDUWLFXODUO\�JRRG�DW�FOLPELQJ�WUHHV��$Q\�DGXOW�FKLPS�FDQ
UHDGLO\�RYHUSRZHU�XV��DQG�DQ\�ELJ�FDW�FDQ�HDVLO\�UXQ�XV�GRZQ��WKRXJK�ZH
DUH�RGGO\�JRRG�DW�ORQJ�GLVWDQFH�UXQQLQJ�DQG�IDVW��DFFXUDWH�WKURZLQJ��2XU
JXWV�DUH�SDUWLFXODUO\�SRRU�DW�GHWR[LI\LQJ�SRLVRQRXV�SODQWV��\HW�PRVW�RI�XV
FDQQRW�UHDGLO\�GLVWLQJXLVK�WKH�SRLVRQRXV�RQHV�IURP�WKH�HGLEOH�RQHV��:H
DUH� GHSHQGHQW� RQ� HDWLQJ� FRRNHG� IRRG�� WKRXJK�ZH� GRQ·W� LQQDWHO\� NQRZ
KRZ�WR�PDNH�ILUH�RU�FRRN��&RPSDUHG�WR�RWKHU�PDPPDOV�RI�RXU�VL]H�DQG
GLHW��RXU�FRORQV�DUH�WRR�VKRUW��VWRPDFKV�WRR�VPDOO��DQG�WHHWK�WRR�SHWLWH�
2XU� LQIDQWV� DUH� ERUQ� IDW� DQG� GDQJHURXVO\� SUHPDWXUH�� ZLWK� VNXOOV� WKDW
KDYH� QRW� \HW� IXVHG�� 8QOLNH� RWKHU� DSHV�� IHPDOHV� RI� RXU� NLQG� UHPDLQ
FRQWLQXRXVO\� VH[XDOO\� UHFHSWLYH� WKURXJKRXW� WKHLU� PRQWKO\� F\FOH� DQG
FHDVH� UHSURGXFWLRQ� �PHQRSDXVH�� ORQJ� EHIRUH� WKH\� GLH�� 3HUKDSV� PRVW
VXUSULVLQJ� RI� DOO� LV� WKDW� GHVSLWH� RXU� RYHUVL]HG� EUDLQV�� RXU� NLQG� DUH� QRW
WKDW�EULJKW��DW� OHDVW�QRW� LQQDWHO\� VPDUW�HQRXJK� WR�H[SODLQ� WKH� LPPHQVH
VXFFHVV�RI�RXU�VSHFLHV�
3HUKDSV�\RX�DUH�VNHSWLFDO�DERXW�WKLV�ODVW�SRLQW"
6XSSRVH� ZH� WRRN� \RX� DQG� IRUW\�QLQH� RI� \RXU� FRZRUNHUV� DQG� SLWWHG

\RX� LQ� D� JDPH� RI� 6XUYLYRU� DJDLQVW� D� WURRS� RI� ILIW\� FDSXFKLQ� PRQNH\V
IURP� &RVWD� 5LFD�� :H� ZRXOG� SDUDFKXWH� ERWK� SULPDWH� WHDPV� LQWR� WKH
UHPRWH� WURSLFDO� IRUHVWV� RI� FHQWUDO� $IULFD�� $IWHU� WZR� \HDUV�� ZH� ZRXOG
UHWXUQ� DQG� FRXQW� WKH� VXUYLYRUV� RQ� HDFK� WHDP��7KH� WHDP�ZLWK� WKH�PRVW
VXUYLYRUV�ZLQV��2I�FRXUVH��QHLWKHU�WHDP�ZRXOG�EH�SHUPLWWHG�WR�EULQJ�DQ\



HTXLSPHQW�� QR� PDWFKHV�� ZDWHU� FRQWDLQHUV�� NQLYHV�� VKRHV�� H\HJODVVHV�
DQWLELRWLFV��SRWV��JXQV��RU�URSH��7R�EH�NLQG��ZH�ZRXOG�DOORZ�WKH�KXPDQV
³EXW� QRW� WKH�PRQNH\V³WR�ZHDU� FORWKHV�� %RWK� WHDPV� ZRXOG� WKXV� IDFH
VXUYLYLQJ� IRU� \HDUV� LQ� D�QRYHO� IRUHVW� HQYLURQPHQW�ZLWK�RQO\� WKHLU�ZLWV�
DQG�WKHLU�WHDPPDWHV��WR�UHO\�RQ�
:KR�ZRXOG� \RX� EHW� RQ�� WKH�PRQNH\V� RU� \RX� DQG� \RXU� FROOHDJXHV"

:HOO�� GR� \RX� NQRZ� KRZ� WR� PDNH� DUURZV�� QHWV�� DQG� VKHOWHUV"� 'R� \RX
NQRZ�ZKLFK� SODQWV� RU� LQVHFWV� DUH� WR[LF� �PDQ\� DUH�� RU� KRZ� WR� GHWR[LI\
WKHP"�&DQ�\RX�VWDUW�D�ILUH�ZLWKRXW�PDWFKHV�RU�FRRN�ZLWKRXW�D�SRW"�&DQ
\RX� PDQXIDFWXUH� D� ILVKKRRN"� 'R� \RX� NQRZ� KRZ� WR� PDNH� QDWXUDO
DGKHVLYHV"�:KLFK�VQDNHV�DUH�YHQRPRXV"�+RZ�ZLOO�\RX�SURWHFW�\RXUVHOI
IURP� SUHGDWRUV� DW� QLJKW"� +RZ� ZLOO� \RX� JHW� ZDWHU"� :KDW� LV� \RXU
NQRZOHGJH�RI�DQLPDO�WUDFNLQJ"
/HW·V�IDFH�LW��FKDQFHV�DUH�\RXU�KXPDQ�WHDP�ZRXOG�ORVH��DQG�SUREDEO\

ORVH�EDGO\�� WR� D�EXQFK�RI�PRQNH\V�� GHVSLWH� \RXU� WHDP·V� VZROOHQ� FUDQLD
DQG�DPSOH�KXEULV��,I�QRW�IRU�VXUYLYLQJ�DV�KXQWHU�JDWKHUHUV�LQ�$IULFD��WKH
FRQWLQHQW� ZKHUH� RXU� VSHFLHV� HYROYHG�� ZKDW� DUH� RXU� ELJ� EUDLQV� IRU
DQ\ZD\"� +RZ� GLG� ZH� PDQDJH� WR� H[SDQG� LQWR� DOO� WKRVH� GLYHUVH
HQYLURQPHQWV�DFURVV�WKH�JOREH"
7KH� VHFUHW� RI� RXU� VSHFLHV·� VXFFHVV� OLHV� QRW� LQ� RXU� UDZ�� LQQDWH�

LQWHOOLJHQFH�RU� LQ�DQ\�VSHFLDOL]HG�PHQWDO�DELOLWLHV� WKDW� ILUH�XS�ZKHQ�ZH
HQFRXQWHU� WKH� W\SLFDO� SUREOHPV� WKDW� UHSHDWHGO\� FKDOOHQJHG� RXU� KXQWHU�
JDWKHUHU�DQFHVWRUV�LQ�WKH�3OHLVWRFHQH��2XU�DELOLW\�WR�VXUYLYH�DQG�WKULYH�DV
KXQWHU�JDWKHUHUV�� RU� DQ\WKLQJ� HOVH�� DFURVV� DQ� LPPHQVH� UDQJH� RI� JOREDO
HQYLURQPHQWV�LV�QRW�GXH�WR�RXU�LQGLYLGXDO�EUDLQSRZHU�DSSOLHG�WR�VROYLQJ
FRPSOH[� SUREOHPV�� $V� \RX� ZLOO� VHH� LQ� FKDSWHU� ��� VWULSSHG� RI� RXU
FXOWXUDOO\� DFTXLUHG� PHQWDO� VNLOOV� DQG� NQRZ�KRZ�� ZH� DUH� QRW� VR
LPSUHVVLYH� ZKHQ� ZH� JR� KHDG�WR�KHDG� LQ� SUREOHP�VROYLQJ� WHVWV� DJDLQVW
RWKHU�DSHV�� DQG�ZH�FHUWDLQO\�DUH�QRW� LPSUHVVLYH� HQRXJK� WR�DFFRXQW� IRU
WKH�YDVW�VXFFHVV�RI�RXU�VSHFLHV�RU�IRU�RXU�PXFK�ODUJHU�EUDLQV��
,Q� IDFW�� ZH� KDYH� VHHQ� YDULRXV� YHUVLRQV� RI� WKH� KXPDQ� KDOI� RI� RXU

6XUYLYRU� H[SHULPHQW� PDQ\� WLPHV�� DV� KDSOHVV� (XURSHDQ� H[SORUHUV� KDYH
VWUXJJOHG� WR� VXUYLYH�� VWUDQGHG� LQ� VHHPLQJO\� KRVWLOH� HQYLURQPHQWV�� IURP
WKH�&DQDGLDQ�$UFWLF�WR�WKH�*XOI�&RDVW�RI�7H[DV��$V�FKDSWHU���VKRZV��WKHVH
FDVHV�XVXDOO\�HQG�LQ�WKH�VDPH�ZD\��HLWKHU�WKH�H[SORUHUV�DOO�GLH��RU�VRPH
RI�WKHP�DUH�UHVFXHG�E\�D�ORFDO�LQGLJHQRXV�SRSXODWLRQ��ZKLFK�KDV�FRPIRUW
DEO\�EHHQ�OLYLQJ�LQ�WKLV�´KRVWLOH�HQYLURQPHQWµ�IRU�FHQWXULHV�RU�PLOOHQQLD�



7KXV��WKH�UHDVRQ�ZK\�\RXU�WHDP�ZRXOG�ORVH�WR�WKH�PRQNH\V�LV�WKDW�\RXU
VSHFLHV³XQOLNH� DOO� RWKHUV³KDV� HYROYHG� DQ� DGGLFWLRQ� WR� FXOWXUH�� %\
´FXOWXUHµ� ,� PHDQ� WKH� ODUJH� ERG\� RI� SUDFWLFHV�� WHFKQLTXHV�� KHXULVWLFV�
WRROV��PRWLYDWLRQV��YDOXHV��DQG�EHOLHIV�WKDW�ZH�DOO�DFTXLUH�ZKLOH�JURZLQJ
XS��PRVWO\�E\�OHDUQLQJ�IURP�RWKHU�SHRSOH��<RXU�WHDP·V�RQO\�KRSH�LV�WKDW
\RX� PLJKW� EXPS� LQWR�� DQG� EHIULHQG�� RQH� RI� WKH� JURXSV� RI� KXQWHU�
JDWKHUHUV�ZKR� OLYH� LQ� WKH� FHQWUDO�$IULFDQ� IRUHVWV�� OLNH� WKH�(IH� S\JPLHV�
7KHVH�S\JP\�JURXSV��GHVSLWH�WKHLU�VKRUW�VWDWXUH��KDYH�EHHQ�IORXULVKLQJ�LQ
WKHVH� IRUHVWV� IRU� D� YHU\� ORQJ� WLPH� EHFDXVH� SDVW� JHQHUDWLRQV� KDYH
EHTXHDWKHG� WR� WKHP�DQ� LPPHQVH�ERG\�RI� H[SHUWLVH�� VNLOOV�� DQG�DELOLWLHV
WKDW�SHUPLW�WKHP�WR�VXUYLYH�DQG�WKULYH�LQ�WKH�IRUHVW�
7KH�NH\� WR�XQGHUVWDQGLQJ�KRZ�KXPDQV�HYROYHG�DQG�ZK\�ZH�DUH� VR

GLIIHUHQW�IURP�RWKHU�DQLPDOV�LV�WR�UHFRJQL]H�WKDW�ZH�DUH�D�FXOWXUDO�VSHFLHV�
3UREDEO\�RYHU�D�PLOOLRQ�\HDUV�DJR��PHPEHUV�RI�RXU�HYROXWLRQDU\�OLQHDJH
EHJDQ� OHDUQLQJ� IURP� HDFK� RWKHU� LQ� VXFK� D� ZD\� WKDW� FXOWXUH� EHFDPH
FXPXODWLYH��7KDW�LV��KXQWLQJ�SUDFWLFHV��WRRO�PDNLQJ�VNLOOV��WUDFNLQJ�NQRZ�
KRZ��DQG�HGLEOH�SODQW�NQRZOHGJH�EHJDQ� WR� LPSURYH�DQG�DJJUHJDWH³E\
OHDUQLQJ� IURP�RWKHUV³VR� WKDW� RQH� JHQHUDWLRQ� FRXOG�EXLOG� RQ� DQG�KRQH
WKH� VNLOOV� DQG� NQRZ�KRZ� JOHDQHG� IURP� WKH� SUHYLRXV� JHQHUDWLRQ�� $IWHU
VHYHUDO� JHQHUDWLRQV�� WKLV� SURFHVV� SURGXFHG� D� VXIILFLHQWO\� ODUJH� DQG
FRPSOH[�WRRONLW�RI�SUDFWLFHV�DQG�WHFKQLTXHV�WKDW�LQGLYLGXDOV��UHO\LQJ�RQO\
RQ�WKHLU�RZQ�LQJHQXLW\�DQG�SHUVRQDO�H[SHULHQFH��FRXOG�QRW�JHW�DQ\ZKHUH
FORVH�WR�ILJXULQJ�RXW�RYHU�WKHLU�OLIHWLPH��:H�ZLOO�VHH�P\ULDG�H[DPSOHV�RI
VXFK� FRPSOH[� FXOWXUDO� SDFNDJHV�� IURP� ,QXLW� VQRZ� KRXVHV�� )XHJLDQ
DUURZV��DQG�)LMLDQ�ILVK�WDERRV�WR�QXPHUDOV��ZULWLQJ��DQG�WKH�DEDFXV�
2QFH� WKHVH� XVHIXO� VNLOOV� DQG� SUDFWLFHV� EHJDQ� WR� DFFXPXODWH� DQG

LPSURYH�RYHU�JHQHUDWLRQV��QDWXUDO�VHOHFWLRQ�KDG�WR�IDYRU�LQGLYLGXDOV�ZKR
ZHUH�EHWWHU�FXOWXUDO� OHDUQHUV��ZKR�FRXOG�PRUH�HIIHFWLYHO\� WDS� LQ� WR�DQG
XVH� WKH� HYHU�H[SDQGLQJ� ERG\� RI� DGDSWLYH� LQIRUPDWLRQ� DYDLODEOH�� 7KH
QHZO\�SURGXFHG�SURGXFWV�RI�WKLV�FXOWXUDO�HYROXWLRQ��VXFK�DV�ILUH��FRRNLQJ�
FXWWLQJ� WRROV�� FORWKLQJ�� VLPSOH�JHVWXUDO� ODQJXDJHV�� WKURZLQJ�VSHDUV��DQG
ZDWHU�FRQWDLQHUV��EHFDPH�WKH�VRXUFHV�RI�WKH�PDLQ�VHOHFWLYH�SUHVVXUHV�WKDW
JHQHWLFDOO\� VKDSHG� RXU� PLQGV� DQG� ERGLHV�� 7KLV� LQWHUDFWLRQ� EHWZHHQ
FXOWXUH� DQG� JHQHV�� RU� ZKDW� ,·OO� FDOO� FXOWXUH�JHQH� FRHYROXWLRQ�� GURYH� RXU
VSHFLHV� GRZQ�D�QRYHO� HYROXWLRQDU\�SDWKZD\�QRW� REVHUYHG� HOVHZKHUH� LQ
QDWXUH�� PDNLQJ� XV� YHU\� GLIIHUHQW� IURP� RWKHU� VSHFLHV³D� QHZ� NLQG� RI
DQLPDO�



+RZHYHU�� UHFRJQL]LQJ� WKDW�ZH� DUH� D� FXOWXUDO� VSHFLHV� RQO\�PDNHV� DQ
HYROXWLRQDU\� DSSURDFK� HYHQ� PRUH� LPSRUWDQW�� $V� \RX·OO� VRRQ� VHH� LQ
FKDSWHU����RXU�FDSDFLWLHV� IRU� OHDUQLQJ�IURP�RWKHUV�DUH�WKHPVHOYHV� ILQHO\
KRQHG�SURGXFWV�RI�QDWXUDO�VHOHFWLRQ��:H�DUH�DGDSWLYH�OHDUQHUV�ZKR��HYHQ
DV�LQIDQWV��FDUHIXOO\�VHOHFW�ZKHQ��ZKDW��DQG�IURP�ZKRP�WR�OHDUQ��<RXQJ
OHDUQHUV�DOO�WKH�ZD\�XS�WR�DGXOWV��HYHQ�0%$�VWXGHQWV��DXWRPDWLFDOO\�DQG
XQFRQVFLRXVO\� DWWHQG� WR� DQG� SUHIHUHQWLDOO\� OHDUQ� IURP� RWKHUV� EDVHG� RQ
FXHV�RI�SUHVWLJH��VXFFHVV��VNLOO��VH[��DQG�HWKQLFLW\��)URP�RWKHU�SHRSOH�ZH
UHDGLO\�DFTXLUH�WDVWHV��PRWLYDWLRQV��EHOLHIV��VWUDWHJLHV��DQG�RXU�VWDQGDUGV
IRU� UHZDUG� DQG� SXQLVKPHQW�� &XOWXUH� HYROYHV�� RIWHQ� LQYLVLEO\�� DV� WKHVH
VHOHFWLYH�DWWHQWLRQ�DQG� OHDUQLQJ�ELDVHV� VKDSH�ZKDW� HDFK�SHUVRQ�DWWHQGV
WR�� UHPHPEHUV�� DQG� SDVVHV� RQ�� 1HYHUWKHOHVV�� WKHVH� FXOWXUDO� OHDUQLQJ
DELOLWLHV� JDYH� ULVH� WR� DQ� LQWHUDFWLRQ� EHWZHHQ� DQ� DFFXPXODWLQJ� ERG\� RI
FXOWXUDO� LQIRUPDWLRQ� DQG� JHQHWLF� HYROXWLRQ� WKDW� KDV� VKDSHG�� DQG
FRQWLQXHV�WR�VKDSH��RXU�DQDWRP\��SK\VLRORJ\��DQG�SV\FKRORJ\�
$QDWRPLFDOO\�DQG�SK\VLRORJLFDOO\��WKH�HVFDODWLQJ�QHHG�WR�DFTXLUH�WKLV

DGDSWLYH� FXOWXUDO� LQIRUPDWLRQ�GURYH� WKH� UDSLG� H[SDQVLRQ� RI� RXU� EUDLQV�
JLYLQJ� XV� WKH� VSDFH� WR� VWRUH� DQG� RUJDQL]H� DOO� WKLV� LQIRUPDWLRQ�� ZKLOH
FUHDWLQJ� WKH� H[WHQGHG� FKLOGKRRGV� DQG� ORQJ� SRVWPHQRSDXVDO� OLYHV� WKDW
JLYH�XV�WKH�WLPH�WR�DFTXLUH�DOO�WKLV�NQRZ�KRZ�DQG�WKH�FKDQFH�WR�SDVV�LW
RQ��$ORQJ�WKH�ZD\��ZH·OO�VHH�WKDW�FXOWXUH�KDV�OHIW�LWV�PDUNV�DOO�RYHU�RXU
ERGLHV�� VKDSLQJ� WKH� JHQHWLF� HYROXWLRQ� RI� RXU� IHHW�� OHJV�� FDOYHV�� KLSV�
VWRPDFKV��ULEV��ILQJHUV��OLJDPHQWV��MDZV��WKURDWV��WHHWK��H\HV��WRQJXHV��DQG
PXFK�PRUH�� ,W� KDV� DOVR� PDGH� XV� SRZHUIXO� WKURZHUV� DQG� ORQJ�GLVWDQFH
UXQQHUV�ZKR�DUH�RWKHUZLVH�SK\VLFDOO\�ZHDN�DQG�IDW�
3V\FKRORJLFDOO\�� ZH� KDYH� FRPH� WR� UHO\� VR� KHDYLO\� RQ� WKH� HODERUDWH

DQG�FRPSOLFDWHG�SURGXFWV�RI�FXOWXUDO�HYROXWLRQ�IRU�RXU�VXUYLYDO�WKDW�ZH
QRZ�RIWHQ�SXW�JUHDWHU�IDLWK�LQ�ZKDW�ZH�OHDUQ�IURP�RXU�FRPPXQLWLHV�WKDQ
LQ� RXU� RZQ� SHUVRQDO� H[SHULHQFHV� RU� LQQDWH� LQWXLWLRQV�� 2QFH� ZH
XQGHUVWDQG� RXU� UHOLDQFH� RQ� FXOWXUDO� OHDUQLQJ�� DQG� KRZ� FXOWXUDO
HYROXWLRQ·V� VXEWOH� VHOHFWLYH� SURFHVVHV� FDQ� SURGXFH� ´VROXWLRQVµ� WKDW� DUH
VPDUWHU� WKDQ�ZH�DUH�� RWKHUZLVH�SX]]OLQJ�SKHQRPHQD� FDQ�EH� H[SODLQHG�
&KDSWHU� �� LOOXVWUDWHV� WKLV� SRLQW� E\� WDFNOLQJ� TXHVWLRQV� VXFK� DV��:K\� GR
SHRSOH� LQ� KRW� FOLPDWHV� WHQG� WR� XVH�PRUH� VSLFHV� DQG� ILQG� WKHP� WDVWLHU"
:K\� GLG� DERULJLQDO� $PHULFDQV� FRPPRQO\� SXW� EXUQW� VHDVKHOOV� RU�ZRRG
DVK� LQWR� WKHLU� FRUQ�PHDO"� +RZ� FRXOG� DQFLHQW� GLYLQDWLRQ� ULWXDOV
HIIHFWLYHO\� LPSOHPHQW� JDPH� WKHRUHWLF� VWUDWHJLHV� WR� LPSURYH� KXQWLQJ



UHWXUQV"
7KH�JURZLQJ�ERG\�RI�DGDSWLYH�LQIRUPDWLRQ�DYDLODEOH�LQ�WKH�PLQGV�RI

RWKHU� SHRSOH� DOVR� GURYH� JHQHWLF� HYROXWLRQ� WR� FUHDWH� D� VHFRQG� IRUP� RI
KXPDQ� VWDWXV�� FDOOHG� SUHVWLJH�� ZKLFK� QRZ� RSHUDWHV� DORQJVLGH� WKH
GRPLQDQFH� VWDWXV� ZH� LQKHULWHG� IURP� RXU� DSH� DQFHVWRUV�� 2QFH� ZH
XQGHUVWDQG� SUHVWLJH�� LW� ZLOO� EHFRPH� FOHDU� ZK\� SHRSOH� XQFRQVFLRXVO\
PLPLF�PRUH�VXFFHVVIXO�LQGLYLGXDOV�LQ�FRQYHUVDWLRQV��ZK\�VWDU�EDVNHWEDOO
SOD\HUV� OLNH�/H%URQ�-DPHV�FDQ�VHOO� FDU� LQVXUDQFH��KRZ�VRPHRQH�FDQ�EH
IDPRXV� IRU� EHLQJ� IDPRXV� �WKH� 3DULV� +LOWRQ� (IIHFW��� DQG�� ZK\� WKH�PRVW
SUHVWLJLRXV� SDUWLFLSDQWV� VKRXOG� GRQDWH� ILUVW� DW� FKDULW\� HYHQWV� EXW� VSHDN
ODVW�LQ�GHFLVLRQ�PDNLQJ�ERGLHV��OLNH�WKH�6XSUHPH�&RXUW��7KH�HYROXWLRQ�RI
SUHVWLJH�FDPH�ZLWK�QHZ�HPRWLRQV��PRWLYDWLRQV��DQG�ERGLO\�GLVSOD\V�WKDW
DUH�GLVWLQFW�IURP�WKRVH�DVVRFLDWHG�ZLWK�GRPLQDQFH�
%H\RQG� VWDWXV�� FXOWXUH� WUDQVIRUPHG� WKH� HQYLURQPHQWV� IDFHG� E\� RXU

JHQHV� E\� JHQHUDWLQJ� VRFLDO� QRUPV�� 1RUPV� LQIOXHQFH� D� YDVW� UDQJH� RI
KXPDQ�DFWLRQ�� LQFOXGLQJ�DQFLHQW�DQG�IXQGDPHQWDOO\� LPSRUWDQW�GRPDLQV
VXFK� DV� NLQ� UHODWLRQV��PDWLQJ�� IRRG� VKDULQJ�� SDUHQWLQJ�� DQG� UHFLSURFLW\�
2YHU�RXU�HYROXWLRQDU\�KLVWRU\��QRUP�YLRODWLRQV�VXFK�DV� LJQRULQJ�D� IRRG
WDERR��ERWFKLQJ�D� ULWXDO��RU� IDLOLQJ� WR�JLYH�RQH·V� LQ�ODZV� WKHLU�GXH� IURP
RQH·V� KXQWLQJ� VXFFHVVHV� PHDQW� UHSXWDWLRQDO� GDPDJH�� JRVVLS�� DQG� D
FRQVHTXHQW� ORVV� RI� PDUULDJH� RSSRUWXQLWLHV� DQG� DOOLHV�� 5HSHDWHG� QRUP
YLRODWLRQV�VRPHWLPHV�SURYRNHG�RVWUDFLVP�RU�HYHQ�H[HFXWLRQ�DW�WKH�KDQGV
RI�RQH·V�FRPPXQLW\��7KXV��FXOWXUDO�HYROXWLRQ�LQLWLDWHG�D�SURFHVV�RI�VHOI�
GRPHVWLFDWLRQ��GULYLQJ�JHQHWLF�HYROXWLRQ�WR�PDNH�XV�SURVRFLDO��GRFLOH��UXOH
IROORZHUV�ZKR�H[SHFW�D�ZRUOG�JRYHUQHG�E\�VRFLDO�QRUPV�PRQLWRUHG�DQG
HQIRUFHG�E\�FRPPXQLWLHV�
8QGHUVWDQGLQJ� WKH� SURFHVV� RI� VHOI�GRPHVWLFDWLRQ� ZLOO� DOORZ� XV� WR

DGGUHVV�PDQ\�NH\�TXHVWLRQV��,Q�FKDSWHUV���WR�����ZH·OO�H[SORUH�TXHVWLRQV
VXFK� DV��+RZ�GLG� ULWXDOV� EHFRPH� VR� SV\FKRORJLFDOO\� SRWHQW�� FDSDEOH� RI
VROLGLI\LQJ�VRFLDO�ERQGV�DQG�IRVWHULQJ�KDUPRQ\�LQ�FRPPXQLWLHV"�+RZ�GR
PDUULDJH� QRUPV�PDNH� EHWWHU� IDWKHUV� DQG� H[SDQG� RXU� IDPLO\� QHWZRUNV"
:K\� LV� RXU� DXWRPDWLF� DQG� LQWXLWLYH� UHVSRQVH� WR� VWLFN� WR� D� VRFLDO�QRUP�
HYHQ�LI�WKDW�PHDQV�SD\LQJ�D�SHUVRQDO�FRVW"�6LPLODUO\��ZKHQ�DQG�ZK\�GRHV
FDUHIXO�UHIOHFWLRQ�FDXVH�JUHDWHU�VHOILVKQHVV"�:K\�GR�SHRSOH�ZKR�ZDLW�IRU
WKH�´ZDON�VLJQDOµ�DW�WUDIILF�OLJKWV�DOVR�WHQG�WR�EH�JRRG�FRRSHUDWRUV"�:KDW
ZDV� WKH� SV\FKRORJLFDO� HIIHFW� RI� :RUOG� :DU� ,,� RQ� $PHULFD·V� *UHDWHVW
*HQHUDWLRQ"�:K\�GR�ZH�SUHIHU� WR� LQWHUDFW�ZLWK�� DQG� OHDUQ� IURP�� WKRVH



ZKR�VSHDN�WKH�VDPH�GLDOHFW�DV�ZH�GR"�+RZ�GLG�RXU�VSHFLHV�EHFRPH�WKH
PRVW�VRFLDO�RI�SULPDWHV��FDSDEOH�RI�OLYLQJ�LQ�SRSXODWLRQV�RI�PLOOLRQV��DQG
DW�WKH�VDPH�WLPH��EHFRPH�WKH�PRVW�QHSRWLVWLF�DQG�ZDUOLNH"
7KH� VHFUHW� RI� RXU� VSHFLHV·� VXFFHVV� UHVLGHV� QRW� LQ� WKH� SRZHU� RI� RXU

LQGLYLGXDO� PLQGV�� EXW� LQ� WKH� FROOHFWLYH� EUDLQV� RI� RXU� FRPPXQLWLHV�� 2XU
FROOHFWLYH� EUDLQV� DULVH� IURP� WKH� V\QWKHVLV� RI� RXU� FXOWXUDO� DQG� VRFLDO
QDWXUHV³IURP� WKH� IDFW� WKDW�ZH� UHDGLO\� OHDUQ� IURP� RWKHUV� �DUH� FXOWXUDO�
DQG�FDQ��ZLWK� WKH� ULJKW�QRUPV�� OLYH� LQ� ODUJH�DQG�ZLGHO\� LQWHUFRQQHFWHG
JURXSV� �DUH� VRFLDO��� 7KH� VWULNLQJ� WHFKQRORJLHV� WKDW� FKDUDFWHUL]H� RXU
VSHFLHV�� IURP�WKH�ND\DNV�DQG�FRPSRXQG�ERZV�XVHG�E\�KXQWHU�JDWKHUHUV
WR� WKH�DQWLELRWLFV�DQG�DLUSODQHV�RI� WKH�PRGHUQ�ZRUOG��HPHUJH�QRW� IURP
VLQJXODU� JHQLXVHV� EXW� IURP� WKH� IORZ� DQG� UHFRPELQDWLRQ� RI� LGHDV�
SUDFWLFHV��OXFN\�HUURUV��DQG�FKDQFH�LQVLJKWV�DPRQJ�LQWHUFRQQHFWHG�PLQGV
DQG�DFURVV�JHQHUDWLRQV��&KDSWHU����VKRZV�KRZ�LW·V� WKH�FHQWUDOLW\�RI�RXU
FROOHFWLYH� EUDLQV� WKDW� H[SODLQV� ZK\� ODUJHU� DQG� PRUH� LQWHUFRQQHFWHG
VRFLHWLHV� SURGXFH� IDQFLHU� WHFKQRORJLHV�� ODUJHU� WRRONLWV�� DQG�PRUH�NQRZ�
KRZ��DQG�ZK\�ZKHQ�VPDOO�FRPPXQLWLHV�VXGGHQO\�EHFRPH�LVRODWHG��WKHLU
WHFKQRORJLFDO�VRSKLVWLFDWLRQ�DQG�FXOWXUDO�NQRZ�KRZ�EHJLQV� WR�JUDGXDOO\
HEE�DZD\��$V�\RX·OO�VHH��LQQRYDWLRQ�LQ�RXU�VSHFLHV�GHSHQGV�PRUH�RQ�RXU
VRFLDOLW\�WKDQ�RQ�RXU�LQWHOOHFW��DQG�WKH�FKDOOHQJH�KDV�DOZD\V�EHHQ�KRZ�WR
SUHYHQW� FRPPXQLWLHV� IURP� IUDJPHQWLQJ� DQG� VRFLDO� QHWZRUNV� IURP
GLVVROYLQJ�
/LNH�RXU�IDQF\�WHFKQRORJLHV�DQG�FRPSOH[�VHWV�RI�VRFLDO�QRUPV��PXFK

RI� WKH� SRZHU� DQG� HOHJDQFH� RI� RXU� ODQJXDJHV� FRPH� IURP� FXOWXUDO
HYROXWLRQ�� DQG� WKH� HPHUJHQFH� RI� WKHVH� FRPPXQLFDWLRQ� V\VWHPV� GURYH
PXFK�RI�RXU�JHQHWLF�HYROXWLRQ��&XOWXUDO�HYROXWLRQ�DVVHPEOHV�DQG�DGDSWV
RXU�FRPPXQLFDWLYH�UHSHUWRLUHV�LQ�ZD\V�VLPLODU�WR�KRZ�LW�FRQVWUXFWV�DQG
DGDSWV�RWKHU�DVSHFWV�RI�FXOWXUH��VXFK�DV�WKH�PDNLQJ�RI�D�FRPSOLFDWHG�WRRO
RU� WKH� SHUIRUPDQFH� RI� DQ� LQWULFDWH� ULWXDO�� 2QFH� ZH� XQGHUVWDQG� WKDW
ODQJXDJHV� DUH� SURGXFWV� RI� FXOWXUDO� HYROXWLRQ�� ZH·OO� EH� DEOH� WR� DVN� D
YDULHW\� RI� QHZ� TXHVWLRQV� VXFK� DV�� :K\� DUH� ODQJXDJHV� IURP� SHRSOH� LQ
ZDUPHU� FOLPDWHV� PRUH� VRQRURXV"� :K\� GR� ODQJXDJHV� ZLWK� ODUJHU
FRPPXQLWLHV� RI� VSHDNHUV� KDYH� PRUH� ZRUGV�� PRUH� VRXQGV� �SKRQHPHV��
DQG�PRUH�JUDPPDWLFDO�WRROV"�:K\�LV�WKHUH�VXFK�D�GLIIHUHQFH�EHWZHHQ�WKH
ODQJXDJHV� RI� VPDOO�VFDOH� VRFLHWLHV� DQG� WKRVH� WKDW� QRZ� GRPLQDWH� WKH
PRGHUQ�ZRUOG"�,Q�WKH�ORQJHU�UXQ��WKH�SUHVHQFH�RI�VXFK�FXOWXUDOO\�HYROYHG
FRPPXQLFDWLYH� UHSHUWRLUHV� FUHDWHG� WKH� JHQHWLF� VHOHFWLYH� SUHVVXUHV� WKDW
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QHFHVVDU\� WRROV�� WHFKQLTXHV�� DQG� RUJDQL]DWLRQDO� IRUPV� WR� DGDSW� WR�� DQG
WKULYH� LQ�� VXFK� D� GLYHUVLW\� RI� HQYLURQPHQWV�� :K\� FDQ·W� RWKHU� DQLPDOV
DFKLHYH�WKLV"
7KH�PRVW�FRPPRQ�DQVZHU�LV�WKDW�ZH�DUH�VLPSO\�PRUH�LQWHOOLJHQW��:H

KDYH� ELJ� EUDLQV� ZLWK� DPSOH� FRJQLWLYH� SURFHVVLQJ� SRZHU� DQG� RWKHU
VRXSHG�XS�PHQWDO�DELOLWLHV��H�J���JUHDWHU�ZRUNLQJ�PHPRU\��WKDW�DOORZ�XV
WR� ILJXUH� RXW� KRZ� WR� VROYH� SUREOHPV� FUHDWLYHO\�� 7KH� ZRUOG·V� OHDGLQJ
HYROXWLRQDU\� SV\FKRORJLVWV�� IRU� H[DPSOH�� KDYH� DUJXHG� WKDW� KXPDQV
HYROYHG� ´LPSURYLVDWLRQDO� LQWHOOLJHQFH�µ� ZKLFK� DOORZV� XV� WR� IRUPXODWH
FDXVDO�PRGHOV�RI�KRZ�WKH�ZRUOG�ZRUNV��7KHVH�PRGHOV�WKHQ�SHUPLW�XV�WR
GHYLVH�XVHIXO�WRROV��WDFWLFV��DQG�VWUDWDJHPV�´RQ�WKH�IO\�µ�,Q�WKLV�YLHZ��DQ
LQGLYLGXDO� IDFHG� ZLWK� DQ� HQYLURQPHQWDO� FKDOOHQJH�� VD\� KXQWLQJ� ELUGV�
WKURZV�KLV�ELJ�SULPDWH�EUDLQ� LQWR�RYHUGULYH�� ILJXUHV�RXW� WKDW�ZRRG�FDQ
VWRUH� HODVWLF� HQHUJ\� �D� FDXVDO�PRGHO��� DQG� WKHQ� JRHV� RQ� WR� FUDIW� ERZV�
DUURZV��DQG�VSULQJ�WUDSV�WR�JHW�WKRVH�ELUGV��
$Q�DOWHUQDWLYH��WKRXJK�SHUKDSV�FRPSOHPHQWDU\��YLHZ�LV�WKDW�RXU�ELJ

EUDLQV� DUH� IXOO� RI� JHQHWLFDOO\� HQGRZHG� FRJQLWLYH� DELOLWLHV� WKDW� KDYH
HPHUJHG�YLD�QDWXUDO�VHOHFWLRQ�WR�VROYH�WKH�PRVW�LPSRUWDQW�DQG�UHFXUUHQW
SUREOHPV� IDFHG� E\� RXU� KXQWHU�JDWKHUHU� DQFHVWRUV�� 7KHVH� SUREOHPV� DUH
RIWHQ� WKRXJKW� RI� DV� UHODWLQJ� WR� VSHFLILF� GRPDLQV�� VXFK� DV� ILQGLQJ� IRRG�
ZDWHU��PDWHV��DQG�IULHQGV��DV�ZHOO�DV�DYRLGLQJ�LQFHVW��VQDNHV��DQG�GLVHDVH�
:KHQ�FXHG�E\�HQYLURQPHQWDO�FLUFXPVWDQFHV��WKHVH�FRJQLWLYH�PHFKDQLVPV
WDNH� LQ� SUREOHP�VSHFLILF� LQIRUPDWLRQ� DQG� GHOLYHU� VROXWLRQV�� 7KH
SV\FKRORJLVW� 6WHYH� 3LQNHU�� IRU� H[DPSOH�� KDV� ORQJ� DUJXHG� WKDW� ZH� DUH
VPDUWHU� DQG� PRUH� IOH[LEOH� ´QRW� EHFDXVH� ZH� KDYH� IHZHU� LQVWLQFWV� WKDQ
RWKHU� DQLPDOV�� LW� LV� EHFDXVH� ZH� KDYH� PRUH�µ�� 7KLV� YLHZ� VXJJHVWV� WKDW
VLQFH�RXU�VSHFLHV�KDV�ORQJ�UHOLHG�RQ�WUDFNLQJ�DQG�KXQWLQJ��ZH�PLJKW�KDYH
HYROYHG� SV\FKRORJLFDO� VSHFLDOL]DWLRQV� WKDW� ILUH� XS� DQG� HQGRZ� XV� ZLWK
WUDFNLQJ� RU� KXQWLQJ� DELOLWLHV� �DV� FDWV� KDYH��ZKHQ�ZH� DUH� SODFHG� LQ� WKH
ULJKW�FLUFXPVWDQFHV�
$� WKLUG� FRPPRQ� DSSURDFK� WR� H[SODLQLQJ� RXU� VSHFLHV·� HFRORJLFDO

GRPLQDQFH� IRFXVHV� RQ� RXU� SURVRFLDOLW\�� RXU� DELOLWLHV� WR� FRRSHUDWH
LQWHQVLYHO\� DFURVV� PDQ\� GLIIHUHQW� GRPDLQV� DQG� H[WHQVLYHO\� LQ� ODUJH
JURXSV��+HUH�WKH�LGHD�LV�WKDW�QDWXUDO�VHOHFWLRQ�PDGH�XV�KLJKO\�VRFLDO�DQG
FRRSHUDWLYH��DQG�WKHQ�E\�ZRUNLQJ�WRJHWKHU�ZH�FRQTXHUHG�WKH�JOREH���
7KXV�� WKH� WKUHH� FRPPRQ� H[SODQDWLRQV� IRU� RXU� VSHFLHV·� HFRORJLFDO

VXFFHVV�DUH�����JHQHUDOL]HG�LQWHOOLJHQFH�RU�PHQWDO�SURFHVVLQJ�SRZHU�����

Brad DeLong



VSHFLDOL]HG�PHQWDO� DELOLWLHV� HYROYHG� IRU� VXUYLYDO� LQ� WKH� KXQWHU�JDWKHUHU
HQYLURQPHQWV�RI�RXU�HYROXWLRQDU\�SDVW��DQG�RU�����FRRSHUDWLYH�LQVWLQFWV
RU�VRFLDO�LQWHOOLJHQFH�WKDW�SHUPLW�KLJK�OHYHOV�RI�FRRSHUDWLRQ��$OO�RI�WKHVH
H[SODQDWRU\� HIIRUWV� DUH� HOHPHQWV� LQ� EXLOGLQJ� D� PRUH� FRPSOHWH
XQGHUVWDQGLQJ� RI� KXPDQ� QDWXUH�� +RZHYHU�� DV� ,·OO� VKRZ�� QRQH� RI� WKHVH
DSSURDFKHV� FDQ� H[SODLQ� RXU� HFRORJLFDO� GRPLQDQFH� RU� RXU� VSHFLHV·
XQLTXHQHVV�ZLWKRXW� ILUVW� UHFRJQL]LQJ� WKH� LQWHQVH� UHOLDQFH�ZH�KDYH�RQ�D
ODUJH�ERG\�RI�ORFDOO\�DGDSWLYH��FXOWXUDOO\�WUDQVPLWWHG�LQIRUPDWLRQ�WKDW�QR
VLQJOH� LQGLYLGXDO�� RU� HYHQ� JURXS�� LV� VPDUW� HQRXJK� WR� ILJXUH� RXW� LQ� D
OLIHWLPH�� 7R� XQGHUVWDQG� ERWK� KXPDQ� QDWXUH� DQG� RXU� HFRORJLFDO
GRPLQDQFH��ZH�ILUVW�QHHG�WR�H[SORUH�KRZ�FXOWXUDO�HYROXWLRQ�JLYHV�ULVH�WR
FRPSOH[�UHSHUWRLUHV�RI�DGDSWLYH�SUDFWLFHV��EHOLHIV��DQG�PRWLYDWLRQV�
,Q�FKDSWHU���� ORVW�(XURSHDQ�H[SORUHUV�ZLOO� WHDFK�XV�DERXW�WKH�QDWXUH

RI� RXU� YDXOWHG� LQWHOOLJHQFH�� FRRSHUDWLYH� PRWLYDWLRQV�� DQG� VSHFLDOL]HG
PHQWDO�DELOLWLHV��+RZHYHU��EHIRUH�VHWWLQJ�VDLO�ZLWK�WKH�H[SORUHUV��,�ZDQW
WR�ZDUP�XS�E\�VKDNLQJ�\RXU�FRQILGHQFH�RQ� MXVW�KRZ�VPDUW�RXU� VSHFLHV
UHDOO\� LV� UHODWLYH� WR� RWKHU� SULPDWHV�� <HV�� ZH� DUH� LQWHOOLJHQW�� DV� HDUWK
FUHDWXUHV� JR�� QHYHUWKHOHVV��ZH� DUH� QRW� QHDUO\� VPDUW� HQRXJK� WR� DFFRXQW
IRU� RXU� LPPHQVH� HFRORJLFDO� VXFFHVV�� 0RUHRYHU�� ZKLOH� ZH� KXPDQV� DUH
JRRG�DW� FHUWDLQ� FRJQLWLYH� IHDWV��ZH�DUH�QRW� VR�JRRG�DW� RWKHUV��0DQ\�RI
ERWK�RXU�PHQWDO�VNLOOV�DQG�GHILFLHQFLHV�FDQ�EH�SUHGLFWHG�E\�UHFRJQL]LQJ
WKDW� RXU� EUDLQV� HYROYHG� DQG� H[SDQGHG� LQ� D�ZRUOG� LQ�ZKLFK� WKH� FUXFLDO
VHOHFWLRQ� SUHVVXUH� ZDV� RXU� DELOLW\� WR� DFTXLUH�� VWRUH�� RUJDQL]H�� DQG
UHWUDQVPLW� DQ� HYHU�JURZLQJ� ERG\� RI� FXOWXUDO� LQIRUPDWLRQ�� /LNH� QDWXUDO
VHOHFWLRQ�� RXU� FXOWXUDO� OHDUQLQJ� DELOLWLHV� JLYH� ULVH� WR� ´GXPEµ� SURFHVVHV
WKDW�FDQ��RSHUDWLQJ�RYHU�JHQHUDWLRQV��SURGXFH�SUDFWLFHV�WKDW�DUH�VPDUWHU
WKDQ� DQ\� LQGLYLGXDO� RU� HYHQ� JURXS�� 0XFK� RI� RXU� VHHPLQJ� LQWHOOLJHQFH
DFWXDOO\�FRPHV�QRW� IURP�UDZ�EUDLQSRZHU�RU�D�SOHWKRUD�RI� LQVWLQFWV��EXW
UDWKHU� IURP� WKH�DFFXPXODWHG� UHSHUWRLUH�RI�PHQWDO� WRROV� �H�J��� LQWHJHUV��
VNLOOV� �GLIIHUHQWLDWLQJ� ULJKW� IURP� OHIW��� FRQFHSWV� �IO\� ZKHHOV��� DQG
FDWHJRULHV� �EDVLF� FRORU� WHUPV�� WKDW� ZH� LQKHULW� FXOWXUDOO\� IURP� HDUOLHU
JHQHUDWLRQV���
2QH� TXLFN� WHUPLQRORJLFDO� QRWH� EHIRUH�ZH� IDFH� RII� DJDLQVW� WKH� DSHV�

7KURXJKRXW� WKLV�ERRN�� VRFLDO� OHDUQLQJ� UHIHUV� WR� DQ\� WLPH� DQ� LQGLYLGXDO·V
OHDUQLQJ�LV�LQIOXHQFHG�E\�RWKHUV��DQG�LW�LQFOXGHV�PDQ\�GLIIHUHQW�NLQGV�RI
SV\FKRORJLFDO�SURFHVVHV�� ,QGLYLGXDO� OHDUQLQJ� UHIHUV� WR� VLWXDWLRQV� LQ�ZKLFK
LQGLYLGXDOV� OHDUQ� E\� REVHUYLQJ� RU� LQWHUDFWLQJ� GLUHFWO\� ZLWK� WKHLU
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FROOHDJXHV� DW� WKH� ,QVWLWXWH� IRU� (YROXWLRQDU\� $QWKURSRORJ\� LQ� /HLS]LJ�
*HUPDQ\�� SXW� ���� FKLPSDQ]HHV�� ���� *HUPDQ� FKLOGUHQ�� DQG� ��
RUDQJXWDQV� WKURXJK�D�EDWWHU\�RI���� FRJQLWLYH� WHVWV���� 7KHLU� WHVW� EDWWHU\
FDQ�EH�EURNHQ�GRZQ�LQWR�VXEWHVWV�WKDW�FDSWXUH�DELOLWLHV�UHODWHG�WR�VSDFH�
TXDQWLWLHV�� FDXVDOLW\�� DQG� VRFLDO� OHDUQLQJ�� 7KH� VSDFH� VXEWHVW� LQFOXGHV
WDVNV�UHODWHG�WR�VSDWLDO�PHPRU\�DQG�URWDWLRQ�LQ�ZKLFK�SDUWLFLSDQWV�KDYH
WR�UHFDOO�WKH�ORFDWLRQ�RI�DQ�REMHFW�RU�WUDFN�DQ�REMHFW�WKURXJK�D�URWDWLRQDO
PRYHPHQW��7KH�TXDQWLWLHV�VXEWHVW�PHDVXUHV�SDUWLFLSDQWV·�DELOLW\�WR�DVVHVV
UHODWLYH� DPRXQWV�� RU� WR� DFFRXQW� IRU� DGGLWLRQV� DQG� VXEWUDFWLRQV�� 7KH
FDXVDOLW\� VXEWHVW� DVVHVVHV� SDUWLFLSDQWV·� DELOLWLHV� WR� XVH� FXHV� UHODWHG� WR
VKDSH� DQG� VRXQG� WR� ORFDWH� GHVLUDEOH� WKLQJV�� DV� ZHOO� DV� WKHLU� DELOLW\� WR
VHOHFW� D� WRRO�ZLWK� WKH� ULJKW� SURSHUWLHV� WR� VROYH� D�SUREOHP� �L�H��� EXLOG� D
FDXVDO� PRGHO��� ,Q� WKH� VRFLDO� OHDUQLQJ� VXEWHVW�� SDUWLFLSDQWV� DUH� JLYHQ
RSSRUWXQLWLHV� WR� REVHUYH� D� GHPRQVWUDWRU� XVH� D� KDUG�WR�GLVFRYHU
WHFKQLTXH�WR�REWDLQ�D�GHVLUDEOH�REMHFW��VXFK�DV�H[WUDFWLQJ�VRPH�IRRG�RXW
RI� D� QDUURZ� WXEH�� 3DUWLFLSDQWV� DUH� WKHQ� JLYHQ� WKH� VDPH� WDVN� WKH\� MXVW
REVHUYHG� DQG� FDQ� XVH� ZKDW� WKH\� MXVW� VDZ� GHPRQVWUDWHG� WR� KHOS� WKHP
REWDLQ�WKH�GHVLUHG�REMHFW�
)LJXUH����� LV� VWULNLQJ��2Q�DOO� WKH� VXEWHVWV�RI�PHQWDO�DELOLWLHV�� H[FHSW

VRFLDO� OHDUQLQJ�� WKHUH·V� HVVHQWLDOO\� QR� GLIIHUHQFH� EHWZHHQ� FKLPSDQ]HHV
DQG�WZR�DQG�D�KDOI�\HDU�ROG�KXPDQV��GHVSLWH�WKH�IDFW�WKDW�WKH�WZR�DQG�D�
KDOI�\HDU�ROGV� KDYH�PXFK� ODUJHU� EUDLQV��2UDQJXWDQV��ZKR� KDYH� VOLJKWO\
VPDOOHU�EUDLQV� WKDQ�FKLPSDQ]HHV��GR�D�ELW�ZRUVH��EXW�QRW�PXFK�ZRUVH�
(YHQ� RQ� WKH� VXEWHVW� WKDW� IRFXVHG� VSHFLILFDOO\� RQ� DVVHVVLQJ� WKH� FDXVDO
HIILFDF\� RI� WRRO� SURSHUWLHV� �FDXVDO� PRGHOLQJ��� WKH� WRGGOHUV� JRW� ���
FRUUHFW�� WKH� FKLPSV� ����� DQG� WKH� RUDQJXWDQV� ����� 0HDQZKLOH� WKH
FKLPSV�WURXQFHG�WKH�WRGGOHUV�RQ�WRRO�XVH�����WR�����
%\� FRQWUDVW�� IRU� WKH� VRFLDO� OHDUQLQJ� VXEWHVW�� WKH� DYHUDJHV� VKRZQ� LQ

ILJXUH�����DFWXDOO\�FRQFHDO�WKH�IDFW�WKDW�PRVW�RI�WKH�WZR�DQG�D�KDOI�\HDU�
ROGV� VFRUHG� ����� RQ� WKH� WHVW�� ZKHUHDV� PRVW� RI� WKH� DSHV� VFRUHG� ���
2YHUDOO�� WKHVH� ILQGLQJV� VXJJHVW� WKDW� WKH� RQO\� H[FHSWLRQDO� FRJQLWLYH
DELOLWLHV�SRVVHVVHG�E\�\RXQJ�FKLOGUHQ� LQ�FRPSDULVRQ� WR� WZR�RWKHU�JUHDW
DSHV�UHODWH�WR�VRFLDO�OHDUQLQJ��DQG�QRW�WR�VSDFH��TXDQWLWLHV��RU�FDXVDOLW\�
&UXFLDOO\��LI�ZH�JDYH�WKLV�VDPH�EDWWHU\�WR�DGXOW�KXPDQV��WKH\�ZRXOG

EORZ� WKH� URRI� RII� WKH� WHVWV�� SHUIRUPLQJ� DW� RU� QHDU� WKH� FHLOLQJ� �����
FRUUHFW���7KLV�PLJKW� OHDG�\RX�WR�WKLQN�WKDW�WKH�ZKROH�VHWXS�LV�XQIDLU�WR
WKH�KXPDQV�� EHFDXVH�(VWKHU��0LNH�� DQG� WKHLU� FROOHDJXHV� DUH� FRPSDULQJ
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WRGGOHUV� WR� ROGHU� DSHV�� ZKR� YDULHG� LQ� DJHV� IURP� �� WR� ��� \HDUV�
,QWHUHVWLQJO\�� KRZHYHU�� ROGHU� DSHV� GR� QRW� JHQHUDOO\� GR� EHWWHU� RQ� WKHVH
WHVWV� WKDQ� \RXQJHU� DSHV³TXLWH� XQOLNH� KXPDQV�� %\� DJH� WKUHH�� WKH
FRJQLWLYH� SHUIRUPDQFHV� RI� FKLPSDQ]HHV� DQG� RUDQJXWDQV³DW� OHDVW� LQ
WKHVH� WDVNV³DUH� DERXW� DV� JRRG� DV� WKH\� JHW���� 0HDQZKLOH�� WKH� \RXQJ
FKLOGUHQ� ZLOO� H[SHULHQFH� FRQWLQXRXV�� DQG� HYHQWXDOO\� PDVVLYH�
LPSURYHPHQWV� LQ� WKHLU� FRJQLWLYH� VFRUHV� RYHU� DW� OHDVW� WKH� FRPLQJ� WZR
GHFDGHV�RI� WKHLU� OLYHV��-XVW�KRZ�JRRG�WKH\�ZLOO�JHW�ZLOO�GHSHQG�KHDYLO\
RQ�ZKHUH��DQG�ZLWK�ZKRP��WKH\�JURZ�XS���
,W·V� LPSRUWDQW� WR� UHDOL]H� WKDW� FKLPSDQ]HHV� DQG� RUDQJXWDQV� GR� KDYH

VRPH� VRFLDO� OHDUQLQJ� DELOLWLHV�� HVSHFLDOO\� ZKHQ� FRPSDUHG� WR� RWKHU
DQLPDOV��EXW�ZKHQ�\RX�KDYH� WR�GHVLJQ�D� WHVW� WKDW� LV� DSSOLFDEOH� WR�ERWK
DSHV� DQG� KXPDQV�� WKH� DSHV� LQHYLWDEO\� HQG� XS� QHDU� WKH� IORRU� DQG� WKH
KXPDQV�QHDU�WKH�FHLOLQJ��,Q�IDFW��ZH·OO�VHH�ODWHU�WKDW�ZKHQ�FRPSDUHG�WR
RWKHU� DSHV�� KXPDQV� DUH� SUROLILF�� VSRQWDQHRXV�� DQG� DXWRPDWLF� LPLWDWRUV�
HYHQ� ZLOOLQJ� WR� FRS\� VHHPLQJO\� XQQHFHVVDU\� RU� SXUHO\� VW\OLVWLF� VWHSV�
:KHQ� GHPRQVWUDWLRQV� LQFOXGH� ´H[WUDµ� RU� ´ZDVWHIXOµ� VWHSV�� FKLPSDQ]HH
VRFLDO�OHDUQLQJ�HPHUJHV�DV�VXSHULRU�WR�WKDW�RI�KXPDQV�EHFDXVH�ZH�HQG�XS
DFTXLULQJ� ZDVWHIXO� RU� LQHIILFLHQW� HOHPHQWV� ZKHUHDV� FKLPSV� ILOWHU� WKHVH
RXW�
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7R� XQGHUVWDQG� ZK\� (XURSHDQ� H[SORUHUV� FRXOGQ·W� VXUYLYH� DV� KXQWHU�
JDWKHUHUV�ZKLOH� ORFDOV³HYHQ�ZKHQ� VWUDQGHG� DORQH³FRXOG�� ZH� QHHG� WR
XQGHUVWDQG�KRZ�SRSXODWLRQV�JHQHUDWH�FXOWXUDO�DGDSWDWLRQV³WKH�VXLWHV�RU
SDFNDJHV� RI� VNLOOV�� EHOLHIV�� SUDFWLFHV�� PRWLYDWLRQV�� DQG� RUJDQL]DWLRQDO
IRUPV� WKDW� SHUPLW� SHRSOH� WR� VXUYLYH�� DQG� RIWHQ� WKULYH�� LQ� GLYHUVH� DQG
FKDOOHQJLQJ� HQYLURQPHQWV�� 7KH� SURFHVV� LV³LQ� VRPH� FUXFLDO� VHQVH³
VPDUWHU� WKDQ� ZH� DUH�� 2YHU� JHQHUDWLRQV�� RIWHQ� RXWVLGH� RI� FRQVFLRXV
DZDUHQHVV��LQGLYLGXDOV·�FKRLFHV��OHDUQHG�SUHIHUHQFHV��OXFN\�PLVWDNHV��DQG
RFFDVLRQDO� LQVLJKWV� DJJUHJDWH� WR� SURGXFH� FXOWXUDO� DGDSWDWLRQV�� 7KHVH
RIWHQ�FRPSOH[�SDFNDJHV�FRQWDLQ�VXEWOH�DQG�LPSOLFLW�LQVLJKWV�WKDW�LPSUHVV
PRGHUQ�HQJLQHHUV�DQG�VFLHQWLVWV��VHH�FKDSWHU�����:H�KDYH�JOLPSVHG�VRPH
RI� WKHVH� FXOWXUDO� DGDSWDWLRQV�� IURP� ,QXLW� FORWKLQJ� WR� QDUGRR
GHWR[LILFDWLRQ��DQG�ZLOO�VWXG\�RWKHU�VXFK�DGDSWDWLRQV��UDQJLQJ�IURP�IRRG
WDERRV� WKDW� SURWHFW� SUHJQDQW� ZRPHQ� IURP� PDULQH� WR[LQV� WR� UHOLJLRXV
ULWXDOV� WKDW� JDOYDQL]H� JUHDWHU� SURVRFLDOLW\�� %HIRUH� JHWWLQJ� WR� WKHVH�
KRZHYHU��ZH�QHHG�WR�EXLOG�DQ�XQGHUVWDQGLQJ�RI�FXOWXUDO�HYROXWLRQ��IURP
WKH�JURXQG�XS��WKDW�FDQ�H[SODLQ�KRZ�LW�LV�WKDW�KXPDQ�SRSXODWLRQV�HQG�XS
ZLWK�FRPSOH[HV�RI� WRROV�� WDVWHV��DQG� WHFKQLTXHV� WKDW�DUH�KRQHG� WR� ORFDO
HQYLURQPHQWDO�FKDOOHQJHV�
7KLV� EULQJV� XV� WR� D� FHQWUDO� LQVLJKW��5DWKHU� WKDQ� RSSRVLQJ� ´FXOWXUDOµ

ZLWK� ´HYROXWLRQDU\µ�RU� ´ELRORJLFDOµ� H[SODQDWLRQV�� UHVHDUFKHUV�KDYH�QRZ
GHYHORSHG�D�ULFK�ERG\�RI�ZRUN�VKRZLQJ�KRZ�QDWXUDO�VHOHFWLRQ��DFWLQJ�RQ
JHQHV��KDV�VKDSHG�RXU�SV\FKRORJ\�LQ�D�PDQQHU�WKDW�JHQHUDWHV�QRQJHQHWLF
HYROXWLRQDU\�SURFHVVHV�FDSDEOH�RI�SURGXFLQJ�FRPSOH[�FXOWXUDO�DGDSWDWLRQV�
&XOWXUH�� DQG� FXOWXUDO� HYROXWLRQ�� DUH� WKHQ� D� FRQVHTXHQFH� RI� JHQHWLFDOO\
HYROYHG�SV\FKRORJLFDO�DGDSWDWLRQV� IRU� OHDUQLQJ� IURP�RWKHU�SHRSOH��7KDW
LV�� QDWXUDO� VHOHFWLRQ� IDYRUHG� JHQHV� IRU� EXLOGLQJ� EUDLQV�ZLWK� DELOLWLHV� WR
OHDUQ� IURP� RWKHUV�� 7KHVH� OHDUQLQJ� DELOLWLHV�� ZKHQ� RSHUDWLQJ� LQ



SRSXODWLRQV� DQG� RYHU� WLPH�� FDQ� JLYH� ULVH� WR� VXEWO\� DGDSWLYH� EHKDYLRUDO
UHSHUWRLUHV�� LQFOXGLQJ� WKRVH� UHODWHG� WR� IDQF\� WRROV� DQG� ODUJH� ERGLHV� RI
NQRZOHGJH� DERXW� SODQWV� DQG� DQLPDOV�� 7KHVH� HPHUJHQW� SURGXFWV� DURVH
LQLWLDOO\�DV�XQLQWHQGHG�FRQVHTXHQFHV�RI�WKH�LQWHUDFWLRQ�RI�OHDUQLQJ�PLQGV
LQ� SRSXODWLRQV�� RYHU� WLPH�� :LWK� WKLV� LQWHOOHFWXDO� PRYH�� ´FXOWXUDO
H[SODQDWLRQVµ� EHFRPH� EXW� RQH� W\SH� RI� ´HYROXWLRQDU\� H[SODQDWLRQ�µ
DPRQJ�D�SRWHQWLDO�KRVW�RI�RWKHU�QRQFXOWXUDO�H[SODQDWLRQV�
,Q�WKHLU�QRZ�FODVVLF�WUHDWLVH��&XOWXUH�DQG�WKH�(YROXWLRQDU\�3URFHVV��5RE

%R\G� DQG� 3HWH� 5LFKHUVRQ� ODLG� WKH� IRXQGDWLRQV� RI� WKLV� DSSURDFK� E\
GHYHORSLQJ� D� ERG\� RI�PDWKHPDWLFDO�PRGHOV� WKDW� H[SORUH� RXU� FDSDFLWLHV
IRU� FXOWXUDO� OHDUQLQJ� DV� JHQHWLFDOO\� HYROYHG� SV\FKRORJLFDO� DGDSWDWLRQV�
2QFH�FXOWXUDO�OHDUQLQJ�LV�DSSURDFKHG�DV�D�SV\FKRORJLFDO�DGDSWDWLRQ�RU�DV
D�VXLWH�RI�DGDSWDWLRQV��ZH�FDQ�WKHQ�DVN�KRZ�QDWXUDO�VHOHFWLRQ�KDV�VKDSHG
RXU� SV\FKRORJ\� DQG� PRWLYDWLRQV� VR� DV� WR� DOORZ� XV� WR� PRVW� HIIHFWLYHO\
DFTXLUH� XVHIXO� SUDFWLFHV�� EHOLHIV�� LGHDV�� DQG� SUHIHUHQFHV� IURP� RWKHUV��
7KHVH� DUH� TXHVWLRQV� DERXW� ZKR� ZH� VKRXOG� OHDUQ� IURP�� DQG� ZKDW� ZH
VKRXOG�DWWHQG�WR�DQG�LQIHU��DV�ZHOO�DV�ZKHQ�LQSXW�IURP�FXOWXUDO�OHDUQLQJ
VKRXOG�RYHUUXOH�RXU�RZQ�GLUHFW�H[SHULHQFH�RU�LQVWLQFWV�
(YLGHQFH� IURP� GLYHUVH� VFLHQWLILF� ILHOGV� LV� QRZ� UHYHDOLQJ� KRZ� ILQHO\

WXQHG� RXU� SV\FKRORJLFDO� DGDSWDWLRQV� IRU� FXOWXUDO� OHDUQLQJ� DUH�� 1DWXUDO
VHOHFWLRQ�KDV�HTXLSSHG�RXU�VSHFLHV�ZLWK�D�ZLGH�UDQJH�RI�PHQWDO�DELOLWLHV
WKDW�DOORZ�XV�WR�HIIHFWLYHO\�DQG�HIILFLHQWO\�DFTXLUH�LQIRUPDWLRQ�IURP�WKH
PLQGV� DQG� EHKDYLRUV� RI� RWKHU� SHRSOH�� 7KHVH� OHDUQLQJ� LQVWLQFWV� HPHUJH
HDUO\�� LQ� LQIDQWV� DQG� \RXQJ� FKLOGUHQ�� DQG� JHQHUDOO\� RSHUDWH
XQFRQVFLRXVO\�DQG�DXWRPDWLFDOO\�� ,Q�PDQ\�FLUFXPVWDQFHV��DV�ZH�VDZ� LQ
WKH�0DWFKLQJ�3HQQLHV�*DPH�DQG�5RFN�3DSHU�6FLVVRUV��ZH�ILQG�LW�GLIILFXOW
WR� LQKLELW� RXU� DXWRPDWLF� LPLWDWLYH� LQVWLQFWV�� $V� ZH·OO� VHH� EHORZ�� HYHQ
ZKHQ� JHWWLQJ� ´ULJKW� DQVZHUVµ� LV� LPSRUWDQW�� RXU� FXOWXUDO� OHDUQLQJ
PHFKDQLVPV� ILUH� XS�� WR� LQIOXHQFH� RXU� SUDFWLFHV�� VWUDWHJLHV�� EHOLHIV�� DQG
PRWLYDWLRQV�� ,Q� IDFW�� VRPHWLPHV� WKH� PRUH� LPSRUWDQW� JHWWLQJ� WKH� ULJKW
DQVZHU�LV��WKH�PRUH�ZH�UHO\�RQ�FXOWXUDO�OHDUQLQJ�
$V� D� SRLQW� RI� GHSDUWXUH�� LW� LV�ZRUWK� FRQVLGHULQJ� KRZ� SHUYDVLYH� WKH

HIIHFWV�RI�FXOWXUDO�OHDUQLQJ�DUH�RQ�RXU�EHKDYLRU�DQG�SV\FKRORJ\��%R[����
OLVWV� MXVW� VRPH�RI� WKH�GRPDLQV�ZKHUH� WKH� LQIOXHQFH�RI� FXOWXUDO� OHDUQLQJ
KDV� EHHQ� VWXGLHG��� 7KH� OLVW� LQFOXGHV� GRPDLQV� RI� GLVWLQFW� HYROXWLRQDU\
LPSRUWDQFH�� VXFK� DV� IRRG� SUHIHUHQFHV�� PDWH� FKRLFH�� WHFKQRORJLFDO
DGRSWLRQV��DQG�VXLFLGH��DV�ZHOO�DV�VRFLDO�PRWLYDWLRQV�UHODWHG�WR�DOWUXLVP
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DFFXUDWHO\� WDUJHWHG� DUURZ��%\� FRQWUDVW�� VXFFHVV� FXHV� DUH�PRUH� LQGLUHFW�
EXW�SRWHQWLDOO\�PRUH�XVHIXO��EHFDXVH� WKH\�DJJUHJDWH� LQIRUPDWLRQ��8VLQJ
VXFFHVV�FXHV��\RX�PLJKW�HYDOXDWH�D�ZULWHU�RQ�WKH�QXPEHU�RI�FRSLHV�WKDW
KLV�ERRN�VHOOV��DQG�D�KXQWHU�E\�WKH�IUHTXHQF\�ZLWK�ZKLFK�KH�EULQJV�KRPH
ELJ� JDPH�� 6LQFH� PDQ\� KXQWLQJ� VRFLHWLHV� KDYH� SUDFWLFHV� WKDW� IDFLOLWDWH
HDV\�DFFRXQWLQJ�RI�SULRU�NLOOV��\RX�PLJKW�EH�DEOH� WR� ORRN�DW�KRZ�PDQ\
PRQNH\� WHHWK� D� KXQWHU� KDV� RQ� KLV� QHFNODFH� RU� DW� WKH� QXPEHU� RI� SLJ
PDQGLEOHV�KXQJ�RXWVLGH�RI�KLV�KRXVH��
7R� VHH� WKH� SRZHU� DQG� SHUYDVLYHQHVV� RI� WKH� XVH� RI� VXFFHVV� FXHV� LQ

FXOWXUDO� OHDUQLQJ�� FRQVLGHU� WKH� IROORZLQJ� H[SHULPHQW�� 0%$� VWXGHQWV
SDUWLFLSDWHG� LQ� WZR� GLIIHUHQW� YHUVLRQV� RI� DQ� LQYHVWPHQW� JDPH�� ,Q� WKH
JDPH��WKH\�KDG�WR�DOORFDWH�WKHLU�PRQH\�DFURVV�WKUHH�GLIIHUHQW�LQYHVWPHQW
RSWLRQV�� ODEHOHG�$��%��DQG�&��7KH\�ZHUH�WROG�HDFK�LQYHVWPHQW·V�DYHUDJH
PRQHWDU\� UHWXUQV� DQG� LWV� YDULDWLRQ� �VRPHWLPHV� \RX� JHW� PRUH� WKDQ
DYHUDJH�� RWKHU� WLPHV�� OHVV��� 7KH\� ZHUH� DOVR� WROG� WKH� UHODWLRQVKLSV� RU
FRUUHODWLRQV�DPRQJ�WKH�LQYHVWPHQWV��IRU�H[DPSOH��LI�LQYHVWPHQW�$·V�YDOXH
JRHV� XS�� WKHQ� %·V� YDOXH� WHQGV� WR� JR� GRZQ�� 3DUWLFLSDQWV� FRXOG� ERUURZ
PRQH\� WR� LQYHVW�� 'XULQJ� HDFK� URXQG� RI� WKH� JDPH�� HDFK� SOD\HU� ZRXOG
PDNH� KLV� RU� KHU� DOORFDWLRQV� DQG� UHFHLYH� WKH� UHWXUQV��$IWHU� HDFK� URXQG�
SOD\HUV�FRXOG�DOWHU� WKHLU� LQYHVWPHQW�DOORFDWLRQV�IRU� WKH�QH[W�URXQG��DQG
WKLV�ZHQW�RQ� IRU� VL[WHHQ� URXQGV��$W� WKH� HQG�RI� WKH�JDPH�� HDFK�SOD\HU·V
SRUWIROLR� SHUIRUPDQFH� UDQNLQJ� UHODWLYH� WR� WKH� RWKHU� SOD\HUV� KHDYLO\
LQIOXHQFHG�WKHLU�JUDGH�LQ�WKH�FRXUVH��PRYLQJ�LW�XS�RU�GRZQ��,I�\RX�NQRZ
DQ\�0%$V��\RX·OO�NQRZ�WKLV�LV�D�VHULRXV�LQFHQWLYH��DQG�WKHVH�SOD\HUV�ZHUH
WKXV�VWURQJO\�PRWLYDWHG�WR�PDNH�WKH�PRVW�PRQH\�LQ�WKH�JDPH�
7KH�H[SHULPHQWHUV�UDQGRPO\�DVVLJQHG�SOD\HUV�WR�RQH�RI�WZR�GLIIHUHQW

YHUVLRQV��RU�WUHDWPHQWV��,Q�RQH�YHUVLRQ��WKH�0%$V�PDGH�WKHLU�GHFLVLRQV�LQ
LVRODWLRQ�� UHFHLYLQJ� RQO\� WKH� LQGLYLGXDO� H[SHULHQFH� GHULYHG� IURP� WKHLU
RZQ� FKRLFHV� RYHU� WKH� VL[WHHQ� URXQGV�� 7KH� RWKHU� YHUVLRQ� ZDV� LGHQWLFDO
H[FHSW� WKDW� WKH� DOORFDWLRQV� FKRVHQ� DQG� SHUIRUPDQFH� UDQNLQJV� RI� DOO
SDUWLFLSDQWV�ZHUH�SRVWHG�EHWZHHQ�HDFK�URXQG��XVLQJ�DQRQ\PRXV�ODEHOV�
7KH� GLIIHUHQFH� LQ� WKH� UHVXOWV� IURP� HDFK� YHUVLRQ� VXUSULVHG� WKH

HFRQRPLVWV� ZKR� GHVLJQHG� WKH� H[SHULPHQW� �WKRXJK�� DGPLWWHGO\�� PDQ\
HFRQRPLVWV� DUH� SUHWW\� HDVLO\� VXUSULVHG� E\� KXPDQ� EHKDYLRU���� 7KUHH
SDWWHUQV� DUH� VWULNLQJ�� )LUVW�� WKH� 0%$V� GLGQ·W� XVH� WKH� DGGLWLRQDO
LQIRUPDWLRQ� DYDLODEOH� LQ� WKH� VHFRQG� WUHDWPHQW� �ZLWK� SRVWHG
SHUIRUPDQFHV�� LQ� WKH� FRPSOH[� DQG� VRSKLVWLFDWHG� ZD\� HFRQRPLF� WKHRU\
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DVVXPHV�� ,QVWHDG�� FDUHIXO� DQDO\VLV� VKRZV� WKDW� PDQ\� SDUWLFLSDQWV� ZHUH
PHUHO\� FRS\LQJ� �´PLPLFNLQJµ�� WKH� LQYHVWPHQW� DOORFDWLRQV�PDGH� E\� WKH
WRS�SHUIRUPHUV� LQ� WKH�SUHYLRXV� URXQG�� 6HFRQG�� WKH� HQYLURQPHQW�RI� WKLV
H[SHULPHQW� LV� VLPSOH�HQRXJK� WKDW�RQH�FDQ�DFWXDOO\�FDOFXODWH� WKH�SURILW�
PD[LPL]LQJ� LQYHVWPHQW� DOORFDWLRQV�� 7KLV� RSWLPDO� DOORFDWLRQ� FDQ� EH
FRPSDUHG� ZLWK� ZKHUH� SDUWLFLSDQWV� DFWXDOO\� HQGHG� XS� LQ� URXQG� ��� IRU
HDFK�RI� WKH� WZR�YHUVLRQV��/HIW�RQO\� WR� WKHLU�RZQ� LQGLYLGXDO�H[SHULHQFH�
WKH�0%$V� HQGHG� XS� YHU\� IDU� DZD\� IURP� WKH� RSWLPDO� DOORFDWLRQ³WKXV�
SRRU�RYHUDOO�SHUIRUPDQFH��+RZHYHU��LQ�WKH�VHFRQG�WUHDWPHQW��ZKHQ�WKH\
PLPLFNHG�HDFK�RWKHU·V�LQYHVWPHQWV��WKH�JURXS�]HURHG�LQ�RQ�WKH�RSWLPDO
DOORFDWLRQ� E\� WKH� HQG� RI� WKH� JDPH��+HUH�� WKH�ZKROH� JURXS�PDGH�PRUH
PRQH\�� ZKLFK� LV� LQWHUHVWLQJ� VLQFH� WKHUH� ZHUH� QR� LQFHQWLYHV� IRU� JURXS
SHUIRUPDQFH��DV�JUDGH�DVVLJQPHQWV�ZHUH�DOO�EDVHG�RQ�UHODWLYH�UDQNLQJV�
)LQDOO\��ZKLOH�RSSRUWXQLWLHV�WR�LPLWDWH�HDFK�RWKHU�KDG�D�GUDPDWLF�HIIHFW
RQ� LPSURYLQJ� WKH� RYHUDOO� JURXS� SHUIRUPDQFH�� LW� DOVR� OHG� WR� VRPH
LQGLYLGXDO�FDWDVWURSKHV��6RPHWLPHV�WRS�SHUIRUPHUV�KDG�WDNHQ�ODUJH�ULVNV�
ZKLFK� SDLG� RII� LQ� WKH� VKRUW� UXQ³WKH\� JRW� OXFN\�� %XW� WKHLU� ULVN\
DOORFDWLRQV�� ZKLFK� RIWHQ� LQFOXGHG� PDVVLYH� ERUURZLQJ�� ZHUH� FRSLHG� E\
RWKHUV��6LQFH�\RX�FDQ·W�FRS\�WKH�OXFN�DORQJ�ZLWK�WKH�DOORFDWLRQ�FKRLFHV�
DQ�LQIODWHG�QXPEHU�RI�EDQNUXSWFLHV�UHVXOWHG�DV�D�VLGH�HIIHFW��
7KH� FHQWUDO� ILQGLQJ� RI� WKLV� H[SHULPHQW�� WKDW� SHRSOH� DUH� LQFOLQHG� WR

FRS\� PRUH� VXFFHVVIXO� RWKHUV�� KDV� EHHQ� UHSHDWHGO\� REVHUYHG� LQ� DQ
LPPHQVH� YDULHW\� RI� GRPDLQV�� ERWK� LQ� FRQWUROOHG� ODERUDWRU\� FRQGLWLRQV
DQG� LQ� UHDO�ZRUOG� SDWWHUQV��� ,Q� H[SHULPHQWV�� XQGHUJUDGXDWHV� UHO\� RQ
VXFFHVV�ELDVHG� OHDUQLQJ�ZKHQ� UHDO�PRQH\� LV� RQ� WKH� OLQH³ZKHQ� WKH\�DUH
SDLG� IRU� FRUUHFW� DQVZHUV� RU� VXSHULRU� SHUIRUPDQFH�� ,Q� IDFW�� WKH� PRUH
FKDOOHQJLQJ� WKH� SUREOHP� RU� WKH� JUHDWHU� WKH� XQFHUWDLQW\�� WKH� PRUH
LQFOLQHG� SHRSOH� DUH� WR� UHO\� RQ� FXOWXUDO� OHDUQLQJ�� DV� SUHGLFWHG� E\
HYROXWLRQDU\�PRGHOV��7KLV�WHOOV�XV�VRPHWKLQJ�DERXW�ZKHQ�LQGLYLGXDOV�ZLOO
UHO\�RQ�FXOWXUDO�OHDUQLQJ�RYHU�WKHLU�RZQ�GLUHFW�H[SHULHQFH�RU�LQWXLWLRQV��
,QWHUHVWLQJO\�� LI� \RX� DUH� D� UHDO� VWRFN�PDUNHW� LQYHVWRU�� WKLV� LV� QRZ� D

IRUPDO� VWUDWHJ\�� \RX� FDQ� SXUFKDVH� H[FKDQJH�WUDGHG� IXQGV� �(7)V�� WKDW
PDWFK� WKH� SLFNV� RI� WKH� PDUNHW� JXUXV� �*858��� ELOOLRQDLUH� LQYHVWRUV
�L%LOOLRQDLUH���RU�WKH�WRS�PRQH\�PDQDJHUV��$/)$�����%XW�UHPHPEHU��\RX
FDQ·W�FRS\�WKHLU�OXFN�
([SHULPHQWDOO\��HFRQRPLVWV�KDYH�DOVR�VKRZQ�WKDW�SHRSOH�UHO\�RQ�WKLV

VNLOO�� RU� VXFFHVV�ELDVHG� FXOWXUDO� OHDUQLQJ� WR� ���� LQIHU� DQG� FRS\� RWKHUV·
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SUHIHUHQWLDOO\� OHDUQ� QHZ� WKLQJV� IURP� WKH� SUHYLRXVO\� PRUH� FRPSHWHQW
PRGHO���

3UHVWLJH
%\�REVHUYLQJ�ZKRP�RWKHUV�ZDWFK�� OLVWHQ� WR��GHIHU� WR��KDQJ�DURXQG��DQG
LPLWDWH�� OHDUQHUV� FDQ�PRUH� HIIHFWLYHO\� ILJXUH� RXW� IURP�ZKRP� WR� OHDUQ�
8VLQJ�WKHVH�´SUHVWLJH�FXHVµ�DOORZV�OHDUQHUV�WR�WDNH�DGYDQWDJH�RI�WKH�IDFW
WKDW� RWKHU� SHRSOH� DOVR� DUH� VHHNLQJ�� DQG� KDYH� REWDLQHG�� LQVLJKWV� DERXW
ZKR� LQ� WKH� ORFDO� FRPPXQLW\� LV� OLNHO\� WR� SRVVHVV� XVHIXO�� DGDSWLYH
LQIRUPDWLRQ��2QFH�SHRSOH�KDYH�LGHQWLILHG�D�SHUVRQ�DV�ZRUWK\�RI�OHDUQLQJ
IURP�� SHUKDSV� EHFDXVH� WKH\·YH� OHDUQHG� DERXW� WKHLU� VXFFHVV�� WKH\
QHFHVVDULO\� QHHG� WR� EH� DURXQG� WKHP�� ZDWFKLQJ�� OLVWHQLQJ�� DQG� HOLFLWLQJ
LQIRUPDWLRQ� WKURXJK� LQWHUDFWLRQ�� 6LQFH� WKH\� DUH� WU\LQJ� WR� REWDLQ
LQIRUPDWLRQ��OHDUQHUV�GHIHU�WR�WKHLU�FKRVHQ�PRGHOV�LQ�FRQYHUVDWLRQ��RIWHQ
JLYLQJ� WKHP� ´WKH� IORRU�µ� $QG�� RI� FRXUVH�� OHDUQHUV� DXWRPDWLFDOO\� DQG
XQFRQVFLRXVO\�LPLWDWH�WKHLU�FKRVHQ�PRGHOV�� LQFOXGLQJ�E\�PDWFKLQJ�WKHLU
VSHHFK�SDWWHUQV��VHH�FKDSWHU�����7KXV��ZH�KXPDQV�DUH�VHQVLWLYH�WR�D�VHW
RI� HWKRORJLFDO� SDWWHUQV� �ERGLO\� SRVWXUHV� RU� GLVSOD\V��� LQFOXGLQJ� YLVXDO
DWWHQWLRQ�� ´KROGLQJ� WKH� IORRU�µ� GHIHUHQFH� LQ� FRQYHUVDWLRQ�� DQG� YRFDO
PLPLFU\��DV�ZHOO�DV�RWKHUV��:H�XVH�WKHVH�SUHVWLJH�FXHV�WR�KHOS�XV�UDSLGO\
]HUR�LQ�RQ�ZKRP�WR�OHDUQ�IURP��,Q�HVVHQFH��SUHVWLJH�FXHV�UHSUHVHQW�D�NLQG
RI� VHFRQG�RUGHU� FXOWXUDO� OHDUQLQJ� LQ�ZKLFK�ZH� ILJXUH� RXW�ZKR� WR� OHDUQ
IURP�E\�LQIHUULQJ�IURP�WKH�EHKDYLRU�RI�RWKHUV�ZKR�WKH\�WKLQN�DUH�ZRUWK\
RI�OHDUQLQJ�IURP³WKDW�LV��ZH�FXOWXUDOO\�OHDUQ�IURP�ZKRP�WR�OHDUQ�
'HVSLWH�WKH�VHHPLQJ�XELTXLW\�RI�WKLV�SKHQRPHQRQ�LQ�WKH�UHDO�ZRUOG�

WKHUH�LV�DFWXDOO\�UHODWLYHO\�OLWWOH�GLUHFW�H[SHULPHQWDO�HYLGHQFH�WKDW�SHRSOH
XVH�SUHVWLJH�FXHV��7KHUH�LV�DQ�LPPHQVH�DPRXQW�RI�LQGLUHFW�HYLGHQFH�WKDW
VKRZV�KRZ� WKH�SUHVWLJH�RI� D�SHUVRQ�RU� VRXUFH�� VXFK�DV� D�QHZVSDSHU�RU
FHOHEULW\��LQFUHDVHV�WKH�SHUVXDVLYHQHVV�RI�ZKDW�WKH\�VD\�RU�WKH�WHQGHQF\
RI�SHRSOH�WR�UHPHPEHU�ZKDW�WKH\�VD\��7KLV�HIIHFW�RFFXUV�HYHQ�ZKHQ�WKH
SUHVWLJH�RI�D�SHUVRQ�FRPHV�IURP�D�GRPDLQ��OLNH�JROI��WKDW�LV�IDU�UHPRYHG
IURP� WKH� LVVXH� WKH\�DUH� FRPPHQWLQJ�RQ� �OLNH�DXWRPRELOH�TXDOLW\���7KLV
SURYLGHV�VRPH�HYLGHQFH��WKRXJK�LW�GRHV�QRW�JHW�DW�WKH�VSHFLILF�FXHV�WKDW
OHDUQHUV� PLJKW� DFWXDOO\� XVH� WR� JXLGH� WKHP�� DVLGH� IURP� EHLQJ� WROG� WKDW
VRPHRQH�LV�DQ�´H[SHUWµ�RU�´WKH�EHVW�µ��
7R� DGGUHVV� WKLV� LQ� RXU� ODERUDWRU\��0DFLHM� &KXGHN�� 6XH� %LUFK�� DQG� ,
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WHVWHG� WKLV� SUHVWLJH� LGHD� PRUH� GLUHFWO\�� 6XH� LV� D� GHYHORSPHQWDO
SV\FKRORJLVW� DQG�0DFLHM� ZDV�P\� JUDGXDWH� VWXGHQW� �KH� GLG� DOO� WKH� UHDO
ZRUN��� :H� KDG� SUHVFKRROHUV� ZDWFK� D� YLGHR� LQ� ZKLFK� WKH\� VDZ� WZR
GLIIHUHQW� SRWHQWLDO�PRGHOV� XVH� WKH� VDPH� REMHFW� LQ� RQH� RI� WZR� GLIIHUHQW
ZD\V��,Q�WKH�YLGHR��WZR�E\VWDQGHUV�HQWHUHG��ORRNHG�DW�ERWK�PRGHOV��DQG
WKHQ� SUHIHUHQWLDOO\� ZDWFKHG� RQH� RI� WKHP�� 7KH� YLVXDO� DWWHQWLRQ� RI� WKH
E\VWDQGHUV�SURYLGHG�D�´SUHVWLJH�FXHµ�WKDW�VHHPLQJO\�PDUNHG�RQH�RI�WKH
WZR�SRWHQWLDO�PRGHOV��7KHQ��SDUWLFLSDQWV� VDZ�HDFK�PRGHO� VHOHFW� RQH�RI
WZR� GLIIHUHQW� W\SHV� RI� XQIDPLOLDU� IRRGV� DQG� RQH� RI� WZR� GLIIHUHQWO\
FRORUHG� EHYHUDJHV�� 7KH\� DOVR� VDZ� HDFK�PRGHO� XVH� D� WR\� LQ� RQH� RI� WZR
GLVWLQFW�ZD\V��$IWHU� WKH�YLGHR�� WKH�NLGV�ZHUH�SHUPLWWHG� WR�VHOHFW�RQH�RI
WKH�WZR�QRYHO�IRRGV�DQG�RQH�RI�WKH�WZR�FRORUIXO�EHYHUDJHV��7KH\�FRXOG
DOVR� XVH� WKH� WR\� DQ\� ZD\� WKH\� ZDQWHG�� &KLOGUHQ� ZHUH� ��� WLPHV� PRUH
OLNHO\� WR� XVH� WKH� WR\� LQ� WKH� VDPH� PDQQHU� DV� WKH� SUHVWLJH�FXHG� PRGHO
FRPSDUHG�WR�WKH�RWKHU�PRGHO��7KH\�ZHUH�DOVR�DERXW���WLPHV�PRUH�OLNHO\
WR� VHOHFW� WKH� IRRG� RU� EHYHUDJH� SUHIHUUHG� E\� WKH� SUHVWLJH�FXHG� PRGHO�
%DVHG�RQ�TXHVWLRQV�DVNHG�DW�WKH�HQG�RI�WKH�H[SHULPHQW��WKH�FKLOGUHQ�KDG
QR� FRQVFLRXV� RU� H[SUHVVLEOH� DZDUHQHVV� RI� WKH� SUHVWLJH� FXHV� RU� WKHLU
HIIHFWV�� 7KHVH� H[SHULPHQWV� VKRZ� WKDW� \RXQJ� FKLOGUHQ� UDSLGO\� DQG
XQFRQVFLRXVO\�WXQH�LQWR�WKH�YLVXDO�DWWHQWLRQ�RI�RWKHUV�DQG�XVH�LW�WR�GLUHFW
WKHLU�FXOWXUDO�OHDUQLQJ��:H�DUH�SUHVWLJH�ELDVHG��DV�ZHOO�DV�EHLQJ�VNLOO�DQG
VXFFHVV�ELDVHG���
&KDSWHU��� H[SDQGV� RQ� WKHVH� LGHDV� WR� H[SORUH� KRZ� VHOHFWLYH� FXOWXUDO

OHDUQLQJ�GURYH�WKH�HYROXWLRQ�RI�D�VHFRQG�IRUP�RI�VRFLDO�VWDWXV�LQ�KXPDQV
FDOOHG� 3UHVWLJH�� ZKLFK� LQ� RXU� VSHFLHV� UHVLGHV� DORQJVLGH� WKH� 'RPLQDQFH
VWDWXV� ZH� LQKHULWHG� IURP� RXU� SULPDWH� DQFHVWRUV�� :H·OO� VHH� ZK\�� IRU
H[DPSOH��LW�LV�SRVVLEOH�WR�EHFRPH�IDPRXV�IRU�EHLQJ�IDPRXV�LQ�WKH�PRGHUQ
ZRUOG�

6HOI�6LPLODULW\��6H[�DQG�(WKQLFLW\
$XWRPDWLFDOO\�DQG�XQFRQVFLRXVO\��SHRSOH�DOVR�XVH�FXHV�RI�VHOI�VLPLODULW\�
OLNH� VH[� DQG� HWKQLFLW\�� WR� IXUWKHU� KRQH� DQG� SHUVRQDOL]H� WKHLU� FXOWXUDO
OHDUQLQJ�� 6HOI�VLPLODULW\� FXHV� KHOS� OHDUQHUV� DFTXLUH� WKH� VNLOOV�� SUDFWLFHV�
EHOLHIV��DQG�PRWLYDWLRQV�WKDW�DUH��RU�ZHUH�LQ�RXU�HYROXWLRQDU\�SDVW��PRVW
OLNHO\�WR�EH�VXLWDEOH�WR�WKHP��WKHLU�WDOHQWV��RU�WKHLU�SUREDEOH�UROHV�ODWHU�LQ
OLIH��)RU�H[DPSOH��PDQ\�DQWKURSRORJLVWV�DUJXH�WKDW�WKH�GLYLVLRQ�RI�ODERU
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)LJXUH������+RZ�OHDUQLQJ�IURP�RWKHUV�JHQHUDWHV�FXPXODWLYH�FXOWXUDO�HYROXWLRQ�

7KLV� LPDJLQDU\� DQFHVWUDO� SULPDWH� FURVVHG� D� FUXFLDO� HYROXWLRQDU\
WKUHVKROG� DV� LW� HQWHUHG� D� UHJLPH� RI� FXPXODWLYH� FXOWXUDO� HYROXWLRQ�� 7KLV
WKUHVKROG�LV�WKH�SRLQW�DW�ZKLFK�FXOWXUDOO\�WUDQVPLWWHG�LQIRUPDWLRQ�EHJLQV
WR� DFFXPXODWH� RYHU� JHQHUDWLRQV�� VXFK� WKDW� WRROV� DQG� NQRZ�KRZ� JHW
LQFUHDVLQJO\� EHWWHU� ILW� WR� WKH� ORFDO� HQYLURQPHQWV³WKLV� LV� WKH� ´UDWFKHW
HIIHFW�µ�� ,W·V� WKLV� SURFHVV� WKDW� H[SODLQV� RXU� FXOWXUDO� DGDSWDWLRQV�� DQG
XOWLPDWHO\�� WKH� VXFFHVV� RI� RXU� VSHFLHV�� $V� ZH·OO� VHH� LQ� FKDSWHU� ��
LQGLYLGXDOV� UHOLDQW� RQ� FXOWXUDO� DGDSWDWLRQV� RIWHQ� KDYH� OLWWOH� RU� QR
XQGHUVWDQGLQJ�RI�KRZ�RU�ZK\�WKH\�ZRUN��RU�HYHQ�WKDW�WKH\�DUH�´GRLQJµ
DQ\WKLQJ�DGDSWLYH�
7KH� FHQWUDO� DUJXPHQW� LQ� WKLV� ERRN� LV� WKDW� UHODWLYHO\� HDUO\� LQ� RXU

VSHFLHV·� HYROXWLRQDU\� KLVWRU\�� SHUKDSV� DURXQG� WKH� RULJLQV� RI� RXU� JHQXV
�+RPR�� DERXW� �� PLOOLRQ� \HDUV� DJR�� ZH� ILUVW� FURVVHG� WKLV� HYROXWLRQDU\
5XELFRQ��DW�ZKLFK�SRLQW�FXOWXUDO�HYROXWLRQ�EHFDPH�WKH�SULPDU\�GULYHU�RI
RXU� VSHFLHV·� JHQHWLF� HYROXWLRQ�� 7KLV� LQWHUDFWLRQ� EHWZHHQ� FXOWXUDO� DQG
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JHQHWLF� HYROXWLRQ� JHQHUDWHG� D� SURFHVV� WKDW� FDQ� EH� GHVFULEHG� DV
DXWRFDWDO\WLF�� PHDQLQJ� WKDW� LW� SURGXFHV� WKH� IXHO� WKDW� SURSHOV� LW�� 2QFH
FXOWXUDO� LQIRUPDWLRQ� EHJDQ� WR� DFFXPXODWH� DQG� SURGXFH� FXOWXUDO
DGDSWDWLRQV�� WKH� PDLQ� VHOHFWLRQ� SUHVVXUH� RQ� JHQHV� UHYROYHG� DURXQG
LPSURYLQJ� RXU� SV\FKRORJLFDO� DELOLWLHV� WR� DFTXLUH�� VWRUH�� SURFHVV�� DQG
RUJDQL]H�WKH�DUUD\�RI�ILWQHVV�HQKDQFLQJ�VNLOOV�DQG�SUDFWLFHV�WKDW�EHFDPH
LQFUHDVLQJO\� DYDLODEOH� LQ� WKH� PLQGV� RI� WKH� RWKHUV� LQ� RQH·V� JURXS�� $V
JHQHWLF� HYROXWLRQ� LPSURYHG� RXU� EUDLQV� DQG� DELOLWLHV� IRU� OHDUQLQJ� IURP
RWKHUV�� FXOWXUDO� HYROXWLRQ� VSRQWDQHRXVO\� JHQHUDWHG� PRUH� DQG� EHWWHU
FXOWXUDO� DGDSWDWLRQV�� ZKLFK� NHSW� WKH� SUHVVXUH� RQ� IRU� EUDLQV� WKDW� ZHUH
EHWWHU� DW� DFTXLULQJ� DQG� VWRULQJ� WKLV� FXOWXUDO� LQIRUPDWLRQ�� 7KLV� SURFHVV
ZLOO�FRQWLQXH�XQWLO�KDOWHG�E\�DQ�H[WHUQDO�FRQVWUDLQW�
,�FDOO�WKH�WKUHVKROG�EHWZHHQ�W\SLFDO�JHQHWLF�HYROXWLRQ�DQG�WKH�UHJLPH

RI�DXWRFDWDO\WLF�FXOWXUH�GULYHQ�JHQHWLF�HYROXWLRQ�WKH�5XELFRQ��'XULQJ�WKH
5RPDQ�5HSXEOLF��WKH�PXGG\�UHG�ZDWHUV�RI�WKH�ULYHU�5XELFRQ�PDUNHG�WKH
ERXQGDU\� EHWZHHQ� WKH� SURYLQFH� RI� &LVDOSLQH� *DXO� DQG� ,WDO\� SURSHU�
ZKLFK� ZDV� DGPLQLVWHUHG� GLUHFWO\� E\� 5RPH� LWVHOI�� 3URYLQFLDO� JRYHUQRUV
FRXOG� FRPPDQG� 5RPDQ� WURRSV� RXWVLGH� RI� ,WDO\�� EXW� XQGHU� QR
FLUFXPVWDQFHV� FRXOG� WKH\� HQWHU� ,WDO\� DW� WKH� KHDG� RI� DQ� DUP\�� $Q\
FRPPDQGHU� ZKR� GLG� WKLV�� DQG� DQ\� VROGLHUV� ZKR� IROORZHG� KLP�� ZHUH
LPPHGLDWHO\� FRQVLGHUHG�RXWODZV��7KLV� UXOH�KDG� VHUYHG� WKH�ROG� UHSXEOLF
ZHOO�XQWLO��LQ����%&��-XOLXV�&DHVDU�FURVVHG�WKH�5XELFRQ�DW�WKH�KHDG�RI�WKH
OR\DO�/HJLR�;,,�*HPLQD��)RU�&DHVDU�DQG�WKLV�OHJLRQ��WKHUH�ZDV�QR�WXUQLQJ
EDFN� DIWHU� FURVVLQJ� WKH� 5XELFRQ�� FLYLO� ZDU� ZDV� LQHYLWDEOH� DQG� 5RPDQ
KLVWRU\�ZRXOG�EH�IRUHYHU�DOWHUHG��6LPLODUO\��LQ�FURVVLQJ�RXU�HYROXWLRQDU\
5XELFRQ��WKH�KXPDQ�OLQHDJH�HPEDUNHG�GRZQ�D�QRYHO�HYROXWLRQDU\�SDWK
IURP�ZKLFK�WKHUH�ZDV�QR�WXUQLQJ�EDFN�
7R� VHH� ZK\� WKHUH·V� QR� WXUQLQJ� EDFN�� LPDJLQH� EHLQJ� D� PHPEHU� RI

*HQHUDWLRQ���LQ�ILJXUH������6KRXOG�\RX�IRFXV�RQ�LQYHQWLQJ�D�QHZ�WUDLW��RU
RQ�PDNLQJ� VXUH� \RX� DFFXUDWHO\� ORFDWH� DQG� FRS\� WKRVH� LQGLYLGXDOV�ZLWK
7��7��� DQG�7�"�<RX�PLJKW� LQYHQW� D�JRRG� WUDLW�� DV� DGDSWLYH�DV�7��EXW
\RX·OO�QHYHU�LQYHQW�VRPHWKLQJ�DV�JRRG�DV�WKH�VDYDQQDK�KXQWLQJ�SDFNDJH
RI�7���7����7���7KXV�� LI� \RX�GRQ·W� IRFXV� RQ� FXOWXUDO� OHDUQLQJ�� \RX
ZLOO�ORVH�RXW�WR�WKRVH�ZKR�GR�
$V� WKH� SURFHVV� FRQWLQXHV� RYHU� JHQHUDWLRQV�� WKH� VHOHFWLRQ� SUHVVXUHV

RQO\� LQFUHDVH�� WKH�PRUH� FXOWXUH� DFFXPXODWHV�� WKH� JUHDWHU� WKH� VHOHFWLRQ
SUHVVXUHV� RQ� JHQHV� IRU� PDNLQJ� RQH� DQ� DGHSW� FXOWXUDO� OHDUQHU� ZLWK� D
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ELJJHU� EUDLQ� FDSDEOH� RI� KDUQHVVLQJ� WKH� HYHU�XSZDUG�VSLUDOLQJ� ERG\� RI
FXOWXUDO� LQIRUPDWLRQ�� )LJXUH� ���� LOOXVWUDWHV� WKH� SRLQW�� &RQVLGHU� WKH
PHPRU\³RU� EUDLQ� VWRUDJH� VSDFH³UHTXLUHG� E\� RXU� VL[� GLIIHUHQW
JHQHUDWLRQV��,Q�*HQHUDWLRQ����DW�PRVW�\RX�FRXOG�LQYHQW�RQH�WUDLW�LQ�\RXU
OLIHWLPH�� VR� \RX� RQO\� QHHG� EUDLQ� VSDFH� IRU� RQH� WUDLW�� +RZHYHU�� E\
*HQHUDWLRQ����\RX·G�EHWWHU�KDYH�VWRUDJH�VSDFH�LQ�\RXU�EUDLQ�IRU�7��7��
DQG�7�³DQG�\RX·G�EHVW�NQRZ�KRZ�WKH\�ILW�WRJHWKHU��7KH�PHPRU\�VSDFH
GHPDQGHG�LQ�*HQHUDWLRQ����LI�RQH�ZDQWV�DQ\�FKDQFH�RI�RXWVXUYLYLQJ�DQG
RXWUHSURGXFLQJ�RWKHUV�LQ�WKH�SRSXODWLRQ��KDV�LQFUHDVHG�WKUHHIROG�LQ�RQO\
VL[�JHQHUDWLRQV��,I�JHQHV�VSUHDG�WKDW�H[SDQG�WKH�EUDLQV�RI�*HQHUDWLRQ���
WKH� VHOHFWLRQ�SUHVVXUH� IRU�ELJJHU�DQG�EHWWHU�EUDLQV�ZRQ·W�DEDWH�EHFDXVH
FXOWXUDO� HYROXWLRQ� ZLOO� FRQWLQXH� WR� H[SDQG� WKH� VL]H� RI� WKH� FXOWXUDO
UHSHUWRLUH³RI� WKH� ERG\� RI� NQRZ�KRZ� RQH� FRXOG� OHDUQ�� LI� RQH� ZHUH
VXIILFLHQWO\� ZHOO� HTXLSSHG�� 7KLV� FXOWXUH�JHQH� FRHYROXWLRQDU\� UDWFKHW
PDGH�XV�KXPDQ�
:H·YH�DOUHDG\�VHHQ�VRPH�RI� WKH�HYLGHQFH� WKDW�FXOWXUH�GURYH�KXPDQ

HYROXWLRQ�� ,Q� FKDSWHU� ��� ZH� VDZ� WKDW� ZKHQ� WRGGOHUV� FRPSHWHG� DJDLQVW
RWKHU�DSHV�LQ�D�YDULHW\�RI�FRJQLWLYH�WDVNV��WKH�RQO\�GRPDLQ�LQ�ZKLFK�WKH\
NLFNHG�EXWW�ZDV�VRFLDO�OHDUQLQJ��2WKHUZLVH��IRU�TXDQWLWLHV��FDXVDOLW\��DQG
VSDFH�� LW� ZDV� SUHWW\�PXFK� D� WLH�� 7KDW·V� SUHFLVHO\� ZKDW� \RX·G� H[SHFW� LI
FXOWXUH�GURYH�WKH�H[SDQVLRQ�RI�RXU�EUDLQV��KRQHG�RXU�FRJQLWLYH�DELOLWLHV�
DQG� PRGLILHG� RXU� VRFLDO� PRWLYDWLRQV�� ,Q� FKDSWHU� ��� E\� DFFRPSDQ\LQJ
YDULRXV� KDSOHVV� H[SORUHUV�� ZH� VDZ� WKDW� RXU� VSHFLHV� DELOLW\� WR� OLYH� DV
KXQWHU�JDWKHUHUV�GHSHQGV�RQ�DFTXLULQJ�WKH�ORFDO�FXOWXUDO�NQRZOHGJH�DQG
VNLOOV��$QG� LQ� FKDSWHU���ZH� H[SORUHG�KRZ�QDWXUDO� VHOHFWLRQ�KDV� VKDSHG
RXU� SV\FKRORJ\� WR� DOORZ� XV� WR� VHOHFWLYHO\� WDUJHW� DQG� H[WUDFW� DGDSWLYH
LQIRUPDWLRQ�IURP�RXU�VRFLDO�PLOLHX�

7DEOH������([DPSOHV�RI�+RZ�&XOWXUDO�(YROXWLRQ�DQG�,WV�3URGXFWV
+DYH�6KDSHG�+XPDQ�*HQHWLF�(YROXWLRQ







0RYLQJ� IRUZDUG�� WDEOH� ���� VXPPDUL]HV� VRPH� RI� WKH� SURGXFWV� RI
FXOWXUH�JHQH�FRHYROXWLRQ�WKDW�,�FRYHU�LQ�WKLV�ERRN��7R�EHJLQ��WKLV�FKDSWHU
H[DPLQHV� ILYH� ZD\V� LQ� ZKLFK� FXOWXUDO� HYROXWLRQ� KDV� LQIOXHQFHG�� DQG
LQWHUDFWHG� ZLWK�� JHQHWLF� HYROXWLRQ� WR� VKDSH� RXU� ERGLHV�� EUDLQV�� DQG
SV\FKRORJ\�� 7R� XQGHUVWDQG� WDEOH� ����� ORRN� ILUVW� DW� WKH� FROXPQ� ODEHOHG
´&XOWXUDOO\� WUDQVPLWWHG� VHOHFWLRQ� SUHVVXUH�µ� 7KHVH� DUH� IHDWXUHV� RI� WKH
ZRUOG�WKDW�ZHUH�FUHDWHG�E\�FXOWXUDO�HYROXWLRQ�EXW�WKDW�VXEVHTXHQWO\�KDG
FRQVHTXHQFHV� IRU� JHQHWLF� HYROXWLRQ� �JLYHQ� LQ� WKH� FROXPQ� ´&RHYROYHG
JHQHWLF�FRQVHTXHQFHµ��DQG�VSDUNHG�D�FRHYROXWLRQDU\�GXHW�EHWZHHQ�JHQHV
DQG�FXOWXUH�
1RZ�� OHW·V� H[DPLQH� KRZ� FURVVLQJ� WKH� HYROXWLRQDU\� 5XELFRQ� LQWR� D

UHJLPH� RI� FXPXODWLYH� FXOWXUDO� HYROXWLRQ� KHOSV� H[SODLQ� VHYHUDO� RI� RXU
VSHFLHV·�FKDUDFWHULVWLFV�
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%LJ�%UDLQV��)DVW�(YROXWLRQ��DQG�6ORZ�'HYHORSPHQW
&RPSDUHG� WR� WKRVH� RI� RWKHU� DQLPDOV�� RXU� EUDLQV� DUH� ELJ�� GHQVH�� DQG
JURRY\��:KLOH�ZH�GRQ·W�KDYH� WKH�ELJJHVW�EUDLQV� LQ� WKH�QDWXUDO�ZRUOG³
ZKDOHV� DQG� HOHSKDQWV� EHDW� XV³ZH� GR� KDYH� WKH� PRVW� FRUWLFDO
LQWHUFRQQHFWLRQV� DQG� WKH� KLJKHVW� GHJUHH� RI� FRUWLFDO� IROGLQJ�� &RUWLFDO
IROGLQJ�SURGXFHV�WKDW�´FUXPSOHG�ZDG�RI�SDSHUµ��JURRY\��DSSHDUDQFH�WKDW
SDUWLFXODUO\�FKDUDFWHUL]HV�KXPDQ�EUDLQV��%XW�WKDW·V�MXVW�WKH�EHJLQQLQJ�RI
RXU� RGGLWLHV�� 2XU� EUDLQV� HYROYHG� IURP� WKH� VL]H� RI� D� FKLPSDQ]HH·V�� DW
URXJKO\� ���� FP��� WR� ����� FP�� LQ� DERXW� �� PLOOLRQ� \HDUV�� 0RVW� RI� WKDW
H[SDQVLRQ��IURP�DERXW�����FP��XSZDUG��WRRN�SODFH�RQO\�LQ�DERXW�WKH�ODVW
��PLOOLRQ�\HDUV��7KDW·V�IDVW�LQ�JHQHWLF�HYROXWLRQDU\�WHUPV�
7KLV�H[SDQVLRQ�ZDV�ILQDOO\�KDOWHG�DERXW���������\HDUV�DJR��SUREDEO\

E\� WKH� FKDOOHQJHV� RI� JLYLQJ� ELUWK� WR� EDELHV� ZLWK� LQFUHDVLQJO\� EXOERXV
KHDGV��,Q�PRVW�VSHFLHV��WKH�ELUWK�FDQDO�LV�ODUJHU�WKDQ�WKH�QHZERUQ·V�KHDG�
EXW� QRW� LQ� KXPDQV�� ,QIDQW� VNXOOV� KDYH� WR� UHPDLQ� XQIXVHG� LQ� RUGHU� WR
VTXHH]H� WKURXJK� WKH� ELUWK� FDQDO� LQ� D� PDQQHU� WKDW� LVQ·W� VHHQ� LQ� RWKHU
VSHFLHV�� ,W� VHHPV�RXU� EUDLQV� RQO\� FHDVHG� H[SDQGLQJ�EHFDXVH�ZH�KLW� WKH
VWRSV�VHW�E\�RXU�SULPDWH�ERG\�SODQ��LI�EDELHV·�KHDGV�JRW�DQ\�ELJJHU��WKH\
ZRXOGQ·W�EH�DEOH�WR�VTXHH]H�RXW�RI�PRP�DW�ELUWK��$ORQJ�WKH�ZD\��QDWXUDO
VHOHFWLRQ� FDPH� XS� ZLWK� QXPHURXV� WULFNV� WR� FLUFXPYHQW� WKLV� ELJ�KHDGHG
EDE\� SUREOHP�� LQFOXGLQJ� LQWHQVH� FRUWLFDO� IROGLQJ�� KLJK�GHQVLW\
LQWHUFRQQHFWLRQV� �ZKLFK� SHUPLW� RXU� EUDLQV� WR� KROG� PRUH� LQIRUPDWLRQ
ZLWKRXW� JHWWLQJ� ELJJHU�� DQG� D� UDSLG� SRVWELUWK� H[SDQVLRQ�� 6SHFLILFDOO\�
QHZERUQ� KXPDQ� EUDLQV� FRQWLQXH� H[SDQGLQJ� DW� WKH� IDVWHU� SUHELUWK
JHVWDWLRQDO�UDWH�IRU�WKH�ILUVW�\HDU��HYHQWXDOO\�WULSOLQJ�LQ�VL]H��%\�FRQWUDVW�
QHZERUQ� SULPDWH� EUDLQV� JURZ�PRUH� VORZO\� DIWHU� ELUWK�� HYHQWXDOO\� RQO\
GRXEOLQJ�LQ�VL]H��
$IWHU� WKLV� LQLWLDO� JURZWK� VSXUW�� RXU� EUDLQV� FRQWLQXH� DGGLQJ� PRUH

FRQQHFWLRQV� IRU� KROGLQJ� DQG� SURFHVVLQJ� LQIRUPDWLRQ� �QHZ� JOLDO� FHOOV�
D[RQV�� DQG� V\QDSVHV�� RYHU� WKH� QH[W� WKUHH� GHFDGHV� RI� OLIH� DQG� HYHQ
EH\RQG�� HVSHFLDOO\� LQ� WKH� QHRFRUWH[�� &RQVLGHU� RXU� ZKLWH� PDWWHU� DQG�
VSHFLILFDOO\�� WKH� SURFHVV� RI� P\HOLQDWLRQ�� $V� YHUWHEUDWH� EUDLQV� PDWXUH�
WKHLU�ZKLWH�PDWWHU�LQFUHDVHV�DV�WKH��D[RQDO��FRQQHFWLRQV�DPRQJ�QHXURQV
DUH� JUDGXDOO\� ´EXUQHG� LQµ� DQG� ZUDSSHG� LQ� D� SHUIRUPDQFH�HQKDQFLQJ
FRDWLQJ� RI� IDW� FDOOHG� P\HOLQ�� 7KLV� SURFHVV� RI� P\HOLQDWLRQ� PDNHV� EUDLQ
UHJLRQV� PRUH� HIILFLHQW�� EXW� OHVV� SODVWLF� DQG� WKXV� OHVV� VXVFHSWLEOH� WR



OHDUQLQJ��7R� VHH�KRZ�KXPDQ�EUDLQV� DUH� GLIIHUHQW��ZH� FDQ� FRPSDUH� RXU
P\HOLQDWLRQ� ZLWK� WKDW� RI� RXU� FORVHVW� UHODWLYHV�� FKLPSDQ]HHV�� )RU� WKH
FHUHEUDO� FRUWH[�� ILJXUH� ����� VKRZV� WKH� IUDFWLRQ� RI� P\HOLQDWLRQ� �DV� D
SHUFHQWDJH� RI� WKH� DGXOW� OHYHO�� GXULQJ� WKUHH� GLIIHUHQW� GHYHORSPHQWDO
SHULRGV�� ���� LQIDQF\�� ���� FKLOGKRRG� �FDOOHG� WKH� ´MXYHQLOH� SHULRGµ� LQ
SULPDWHV��� DQG� ���� DGROHVFHQFH� DQG� \RXQJ� DGXOWKRRG�� ,QIDQW
FKLPSDQ]HHV� DUULYH� LQ� WKH� ZRUOG� ZLWK� ���� RI� WKHLU� FRUWH[� DOUHDG\
P\HOLQL]HG��ZKHUHDV� KXPDQV� VWDUW�ZLWK� RQO\� �����P\HOLQL]HG�� )RU� WKH
QHRFRUWH[��ZKLFK�KDV�HYROYHG�PRUH�UHFHQWO\�DQG�LV�PDVVLYH� LQ�KXPDQV�
WKH�SHUFHQWDJHV�DUH�����DQG�����UHVSHFWLYHO\��'XULQJ�DGROHVFHQFH�DQG
\RXQJ� DGXOWKRRG�� KXPDQV� VWLOO� KDYH� RQO\� ���� RI� WKHLU� HYHQWXDO
P\HOLQDWLRQ� FRPSOHWH�� ZKHUHDV� FKLPSDQ]HHV� DUH� DOPRVW� GRQH�� DW� ����
7KHVH� GDWD� VXJJHVW� WKDW�� XQOLNH� FKLPSDQ]HHV�� ZH� FRQWLQXH� VXEVWDQWLDO
´ZLULQJ�XSµ�LQWR�RXU�WKLUG�GHFDGH�RI�OLIH�



)LJXUH������0\HOLQDWLRQ�LQ�FKLPSDQ]HHV�DQG�KXPDQV�RYHU�GHYHORSPHQW�

+XPDQ� EUDLQ� GHYHORSPHQW� LV� UHODWHG� WR� DQRWKHU� XQXVXDO� IHDWXUH� RI
RXU� VSHFLHV�� RXU� H[WHQGHG� FKLOGKRRGV� DQG� WKH� HPHUJHQFH� RI� WKDW
PHPRUDEOH�SHULRG�FDOOHG�DGROHVFHQFH��&RPSDUHG�WR�RWKHU�SULPDWHV��RXU
JHVWDWLRQDO�DQG�LQIDQF\�SHULRGV��ELUWK�WR�ZHDQLQJ��KDYH�VKRUWHQHG�ZKLOH
RXU� FKLOGKRRGV� KDYH� H[WHQGHG� DQG� D� XQLTXHO\� KXPDQ� SHULRG� RI
DGROHVFHQFH�KDV�HPHUJHG��SULRU�WR�IXOO�PDWXULW\��&KLOGKRRG�LV�D�SHULRG�RI
LQWHQVLYH�FXOWXUDO�OHDUQLQJ��LQFOXGLQJ�SOD\LQJ�DQG�WKH�SUDFWLFLQJ�RI�DGXOW
UROHV� DQG� VNLOOV�� GXULQJ�ZKLFK� WLPH� RXU� EUDLQV� UHDFK�QHDUO\� WKHLU� DGXOW
VL]H� ZKLOH� RXU� ERGLHV� UHPDLQ� VPDOO�� $GROHVFHQFH� EHJLQV� DW� VH[XDO
PDWXULW\��DIWHU�ZKLFK�D�JURZWK�VSXUW�HQVXHV��'XULQJ�WKLV�WLPH��ZH�HQJDJH
LQ�DSSUHQWLFHVKLSV��DV�ZH�KRQH�WKH�PRVW�FRPSOH[�RI�DGXOW�VNLOOV�DQG�DUHDV



RI� NQRZOHGJH�� DV� ZHOO� DV� EXLOG� UHODWLRQVKLSV� ZLWK� SHHUV� DQG� ORRN� IRU
PDWHV��
7KH�HPHUJHQFH�RI�DGROHVFHQFH�DQG�\RXQJ�DGXOWKRRG�KDV�OLNHO\�EHHQ

FUXFLDO� RYHU� RXU� HYROXWLRQDU\� KLVWRU\�� VLQFH� LQ� KXQWLQJ� DQG� JDWKHULQJ
SRSXODWLRQV�� KXQWHUV� GR� QRW� SURGXFH� HQRXJK� FDORULHV� WR� HYHQ� IHHG
WKHPVHOYHV��OHW�DORQH�RWKHUV��XQWLO�DURXQG�DJH����DQG�ZRQ·W�UHDFK�WKHLU
SHDN� SURGXFWLYLW\� XQWLO� WKHLU� ODWH� WKLUWLHV�� ,QWHUHVWLQJO\�� ZKLOH� KXQWHUV
UHDFK�WKHLU�SHDN�VWUHQJWK�DQG�VSHHG�LQ�WKHLU�WZHQWLHV��LQGLYLGXDO�KXQWLQJ
VXFFHVV� GRHV� QRW� SHDN� XQWLO� DURXQG� DJH� ���� EHFDXVH� VXFFHVV� GHSHQGV
PRUH� RQ� NQRZ�KRZ� DQG� UHILQHG� VNLOOV� WKDQ� RQ� SK\VLFDO� SURZHVV�� %\
FRQWUDVW�� FKLPSDQ]HHV³ZKR� DOVR� KXQW� DQG� JDWKHU³FDQ� REWDLQ� HQRXJK
FDORULHV� WR� VXVWDLQ� WKHPVHOYHV� LPPHGLDWHO\� DIWHU� LQIDQF\� HQGV�� DURXQG
DJH� ���� &RQVLVWHQW�ZLWK� RXU� ORQJ� SHULRG� RI�ZLULQJ�XS�� WKLV� SDWWHUQ� DQG
FRQWUDVW�ZLWK�FKLPSDQ]HHV� UHYHDOV� WKH�GHJUHH� WR�ZKLFK�ZH�KXPDQV�DUH
GHSHQGHQW�RQ�OHDUQLQJ�IRU�RXU�VXUYLYDO�DV�IRUDJHUV�
2XU�XQXVXDOO\�ELJ�EUDLQV��ZLWK�WKHLU�VORZ�QHXURORJLFDO�DQG�EHKDYLRUDO

GHYHORSPHQW�EXW� UDSLG�HYROXWLRQDU\�H[SDQVLRQ�� LV�SUHFLVHO\�ZKDW�\RX·G
H[SHFW�LI�FXPXODWLYH�FXOWXUDO�HYROXWLRQ�KDG�EHFRPH�WKH�GULYLQJ�VHOHFWLRQ
SUHVVXUH� LQ� WKH� HYROXWLRQ� RI� RXU� VSHFLHV�� 2QFH� FXPXODWLYH� FXOWXUDO
HYROXWLRQ� EHJDQ� WR� SURGXFH� FXOWXUDO� DGDSWDWLRQV�� OLNH� FRRNLQJ� DQG
VSHDUV��LQGLYLGXDOV�ZKRVH�JHQHV�KDYH�HQGRZHG�WKHP�ZLWK�WKH�EUDLQV�DQG
GHYHORSPHQWDO� SURFHVVHV� WKDW� SHUPLW� WKHP� WR�PRVW� HIIHFWLYHO\� DFTXLUH�
VWRUH�� DQG� RUJDQL]H� FXOWXUDO� LQIRUPDWLRQ� ZLOO� EH� WKH� PRVW� OLNHO\� WR
VXUYLYH�� ILQG�PDWHV�� DQG� OHDYH�SURJHQ\��$V� HDFK�JHQHUDWLRQ�JHWV�EUDLQV
WKDW�DUH�D�OLWWOH�ELJJHU�DQG�D�OLWWOH�EHWWHU�DW�FXOWXUDO�OHDUQLQJ��WKH�ERG\�RI
DGDSWLYH�NQRZ�KRZ�ZLOO�UDSLGO\�H[SDQG�WR�ILOO�DQ\�DYDLODEOH�EUDLQ�VSDFH�
7KLV�SURFHVV�ZLOO�VKDSH�WKH�GHYHORSPHQW�RI�RXU�EUDLQV��E\�NHHSLQJ�WKHP
PD[LPDOO\� SODVWLF� DQG� ´SURJUDPPHG� WR� UHFHLYH�µ� DQG� RXU� ERGLHV�� E\
NHHSLQJ� WKHP� VPDOO� �DQG� FDORULFDOO\� LQH[SHQVLYH�� XQWLO� ZH·YH� OHDUQHG
HQRXJK� WR� VXUYLYH��7KLV� FXOWXUH�JHQH�FRHYROXWLRQDU\� LQWHUDFWLRQ�FUHDWHV
DQ� DXWRFDWDO\WLF� SURFHVV� VXFK� WKDW� QR� PDWWHU� KRZ� ELJ� RXU� EUDLQV� JHW�
WKHUH�ZLOO�DOZD\V�EH�PXFK�PRUH�FXOWXUDO�LQIRUPDWLRQ�LQ�WKH�ZRUOG�WKDQ
DQ\�RQH�RI�XV�FDQ�OHDUQ�LQ�D�OLIHWLPH��7KH�EHWWHU�RXU�EUDLQV�JHW�DW�FXOWXUDO
OHDUQLQJ�� WKH� IDVWHU� DGDSWLYH� FXOWXUDO� LQIRUPDWLRQ� DFFXPXODWHV�� DQG� WKH
JUHDWHU�WKH�SUHVVXUH�RQ�EUDLQV�WR�DFTXLUH�DQG�VWRUH�WKLV�LQIRUPDWLRQ�
7KLV� YLHZ� DOVR� H[SODLQV� WKUHH� SX]]OLQJ� IDFWV� DERXW� KXPDQ� LQIDQWV�

)LUVW��FRPSDUHG�WR�RWKHU�VSHFLHV��EDELHV�DUH�DOWULFLDO��PHDQLQJ�WKDW�WKH\



DUH�ZHDN��XQGHUPXVFOHG�� IDW��DQG�XQFRRUGLQDWHG� �VRUU\��EDELHV��EXW� LW·V
WUXH��� %\� FRQWUDVW�� VRPH�PDPPDOV� H[LW� WKH� ZRPE� UHDG\� WR� ZDON�� DQG
HYHQ� SULPDWHV� UDSLGO\� ILJXUH� RXW� KRZ� WR� KDQJ� RQWR�PRP��0HDQZKLOH�
DERYH�WKH�QHFN��KXPDQ�EDELHV·�EUDLQV�DUH�GHYHORSPHQWDOO\�DGYDQFHG�DW
ELUWK� FRPSDUHG� WR� WKRVH� RI� RWKHU� DQLPDOV�� KDYLQJ� SDVVHG� PRUH� RI� WKH
PDPPDOLDQ� QHXURORJLFDO� ODQGPDUNV� WKDQ� RWKHU� VSHFLHV�� )HWXVHV� DUH
DOUHDG\�DFTXLULQJ�DVSHFWV�RI�ODQJXDJH�LQ�WKH�ZRPE��VHH�FKDSWHU������DQG
EDELHV�DUULYH�UHDG\�WR�HQJDJH�LQ�FXOWXUDO�OHDUQLQJ��%HIRUH�WKH\�FDQ�ZDON�
IHHG�WKHPVHOYHV��RU�VDIHO\�GHIHFDWH��LQIDQWV�DUH�VHOHFWLYHO\�OHDUQLQJ�IURP
RWKHUV�EDVHG�RQ�FXHV�RI�FRPSHWHQFH�DQG�UHOLDELOLW\��FKDSWHU����DQG�FDQ
UHDG�RWKHUV·�LQWHQWLRQV�LQ�RUGHU�WR�FRS\�WKHLU�JRDOV���7KLUG��GHVSLWH�EHLQJ
RWKHUZLVH� GHYHORSPHQWDOO\� DQG� FRJQLWLYHO\� DGYDQFHG�� EDELHV·� EUDLQV
DUULYH� KLJKO\� SODVWLF� �XQP\HOLQL]HG�� DQG� FRQWLQXH� WR� H[SDQG� DW� WKHLU
JHVWDWLRQDO� UDWH�� ,Q�VKRUW��ZKLOH�EHLQJ�RWKHUZLVH�QHDUO\�KHOSOHVV��EDELHV
DQG�WRGGOHUV�DUH�VRSKLVWLFDWHG�FXOWXUDO�OHDUQLQJ�PDFKLQHV�
1DWXUDO� VHOHFWLRQ� KDV� PDGH� XV� D� FXOWXUDO� VSHFLHV� E\� DOWHULQJ� RXU

GHYHORSPHQW�LQ�ZD\V�WKDW�����VORZHG�WKH�JURZWK�RI�RXU�ERGLHV�WKURXJK�D
VKRUWHQHG�LQIDQF\�DQG�H[WHQGHG�FKLOGKRRG�EXW�DGGHG�D�JURZWK�VSXUW�LQ
DGROHVFHQFH��DQG�����DOWHUHG�QHXURORJLFDO�GHYHORSPHQW�LQ�FRPSOH[�ZD\V
WKDW�PDNH�RXU�EUDLQ�DGYDQFHG�DW�ELUWK�\HW�ERWK�KLJKO\�H[SDQGDEOH�DQG
HQGXULQJO\�SODVWLF��$V�ZH�JR�DORQJ��,�ZLOO�FRQVLGHU�KRZ�RXU�IDVW�JHQHWLF
HYROXWLRQ�� ELJ� DGXOW� EUDLQV�� VORZ� ERGLO\� GHYHORSPHQW�� DQG� JUDGXDO
ZLULQJ�XS�DUH�PDGH�SRVVLEOH�RQO\�DV�SDUW�RI�D�ODUJHU�SDFNDJH�RI�IHDWXUHV
WKDW�LQFOXGH�WKH�VH[XDO�GLYLVLRQ�RI�ODERU��LQWHQVLYH�SDUHQWDO�LQYHVWPHQW�LQ
FKLOGUHQ�� DQG� WKH� ORQJ� SRVWUHSURGXFWLYH� OLYHV� ZH� DVVRFLDWH� ZLWK
PHQRSDXVH�� 7KHVH� IHDWXUHV� RI� RXU� VSHFLHV�ZLOO� LQWHUDFW� LQ� FUXFLDO�ZD\V
ZLWK�FXOWXUDO�HYROXWLRQ�

)RRG�3URFHVVLQJ�([WHUQDOL]HV�'LJHVWLRQ
&RPSDUHG�WR�RWKHU�SULPDWHV��KXPDQV�KDYH�DQ�XQXVXDO�GLJHVWLYH�V\VWHP�
6WDUWLQJ�DW� WKH� WRS��RXU�PRXWKV��JDSHV�� OLSV��DQG� WHHWK�DUH�RGGO\� VPDOO�
DQG� RXU� OLS� PXVFOHV� DUH� ZHDN�� 2XU� PRXWKV� DUH� WKH� VL]H� RI� D� VTXLUUHO
PRQNH\·V�� D� VSHFLHV� WKDW� ZHLJKV� OHVV� WKDQ� WKUHH� SRXQGV�� &KLPSDQ]HHV
FDQ� RSHQ� WKHLU� PRXWKV� WZLFH� DV� ZLGH� DV� ZH� FDQ� DQG� KROG� VXEVWDQWLDO
DPRXQWV�RI�IRRG�FRPSUHVVHG�EHWZHHQ�WKHLU�OLSV�DQG�ODUJH�WHHWK��:H�DOVR
KDYH�SXQ\�MDZ�PXVFOHV�WKDW�UHDFK�XS�RQO\�WR�MXVW�EHORZ�RXU�HDUV��2WKHU



SULPDWHV·� MDZ� PXVFOHV� VWUHWFK� WR� WKH� WRSV� RI� WKHLU� KHDGV�� ZKHUH� WKH\
VRPHWLPHV�HYHQ�ODWFK�RQWR�D�ERQ\�FHQWUDO�ULGJH��2XU�VWRPDFKV�DUH�VPDOO�
KDYLQJ�RQO\�D�WKLUG�RI�WKH�VXUIDFH�DUHD�WKDW�ZH·G�H[SHFW�IRU�D�SULPDWH�RI
RXU�VL]H��DQG�RXU�FRORQV�DUH�WRR�VKRUW��EHLQJ�RQO\�����RI�WKHLU�H[SHFWHG
PDVV��2XU� ERGLHV� DUH� DOVR� SRRU� DW� GHWR[LI\LQJ�ZLOG� IRRGV��2YHUDOO�� RXU
JXWV³VWRPDFKV�� VPDOO� LQWHVWLQHV�� DQG� FRORQV³DUH� PXFK� VPDOOHU� WKDQ
WKH\�RXJKW�WR�EH�IRU�RXU�RYHUDOO�ERG\�VL]H��&RPSDUHG�WR�RWKHU�SULPDWHV�
ZH� ODFN�D� VXEVWDQWLDO�DPRXQW�RI�GLJHVWLYH�SRZHU�DOO� WKH�ZD\�GRZQ� WKH
OLQH�� IURP� RXU� PRXWK·V� �LQ�DELOLW\� WR� EUHDNGRZQ� IRRG� WR� RXU� FRORQ·V
FDSDFLW\�WR�SURFHVV�ILEHU��,QWHUHVWLQJO\��RXU�VPDOO�LQWHVWLQHV�DUH�DERXW�WKH
VL]H�WKH\�VKRXOG�EH��DQ�H[FHSWLRQ�WKDW�ZH·OO�DFFRXQW�IRU�EHORZ��
+RZ� FDQ� FXOWXUH� H[SODLQ� WKLV� VWUDQJH� SK\VLRORJLFDO� SDWWHUQLQJ� LQ

KXPDQV"
7KH�DQVZHU�LV�WKDW�RXU�ERGLHV��DQG�LQ�WKLV�FDVH�RXU�GLJHVWLYH�V\VWHPV�

KDYH� FRHYROYHG� ZLWK� FXOWXUDOO\� WUDQVPLWWHG� NQRZ�KRZ� UHODWHG� WR� IRRG
SURFHVVLQJ�� 3HRSOH� LQ� HYHU\� VRFLHW\� SURFHVV� IRRG� XVLQJ� WHFKQLTXHV� WKDW
KDYH� DFFXPXODWHG� RYHU� JHQHUDWLRQV�� LQFOXGLQJ� FRRNLQJ�� GU\LQJ�
SRXQGLQJ�� JULQGLQJ�� OHDFKLQJ�� FKRSSLQJ�� PDULQDWLQJ�� VPRNLQJ�� DQG
VFUDSLQJ�� 2I� WKHVH�� WKH� ROGHVW� DUH� SUREDEO\� FKRSSLQJ�� VFUDSLQJ�� DQG
SRXQGLQJ�ZLWK�VWRQH�WRROV��&KRSSLQJ��VFUDSLQJ��DQG�SRXQGLQJ�PHDW�FDQ
JR�D� ORQJ�ZD\�� EHFDXVH� WKH\� WHQGHUL]H�E\� VOLFLQJ�� GLFLQJ�� DQG� FUXVKLQJ
WKH� PXVFOH� ILEHUV�� SDUWLDOO\� UHSODFLQJ� VRPH� RI� WKH� IXQFWLRQV� RI� WHHWK�
PRXWKV��DQG�MDZV��6LPLODUO\��PDULQDGHV�LQLWLDWH�WKH�FKHPLFDO�EUHDNGRZQ
RI� IRRGV�� $FLGLF� PDULQDGHV�� VXFK� DV� WKDW� XVHG� IRU� WKH� FRDVWDO� 6RXWK
$PHULFDQ� GLVK� FHYLFKH�� EHJLQ� OLWHUDOO\� EUHDNLQJ� GRZQ� PHDW� SURWHLQV
EHIRUH� WKH\� UHDFK� \RXU�PRXWK��PLPLFNLQJ� WKH� DSSURDFK� WDNHQ� E\� \RXU
VWRPDFK�DFLG��$QG�DV�ZH�VDZ�ZLWK�QDUGRR��OHDFKLQJ�LV�RQH�RI�D�KRVW�RI
WHFKQLTXHV� WKDW� KXQWHU�JDWKHUHUV� KDYH� ORQJ� XVHG� WR� SURFHVV� IRRG� DQG
UHPRYH�WR[LQV�
2I�DOO�WKHVH�WHFKQLTXHV��FRRNLQJ�LV�SUREDEO\�WKH�PRVW�LPSRUWDQW�SLHFH

RI� FXOWXUDO� NQRZ�KRZ� WKDW� KDV� VKDSHG� RXU� GLJHVWLYH� V\VWHP�� 7KH
SULPDWRORJLVW�5LFKDUG�:UDQJKDP�KDV� SHUVXDVLYHO\� DUJXHG� WKDW� FRRNLQJ
�DQG� WKHUHIRUH� ILUH�� KDV� SOD\HG� D� FUXFLDO� UROH� LQ� KXPDQ� HYROXWLRQ�
5LFKDUG� DQG� KLV� FROODERUDWRUV� ODLG� RXW� KRZ� FRRNLQJ�� LI� GRQH� SURSHUO\�
GRHV�DQ�LPPHQVH�DPRXQW�RI�GLJHVWLRQ�IRU�XV��,W�VRIWHQV�DQG�SUHSDUHV�ERWK
PHDW� DQG� SODQW� IRRGV� IRU� GLJHVWLRQ�� 7KH� ULJKW� DPRXQW� RI� KHDWLQJ
WHQGHUL]HV�� GHWR[LILHV�� DQG� EUHDNV� GRZQ� ILEURXV� WXEHUV� DQG� RWKHU� SODQW



IRRGV�� +HDWLQJ� DOVR� EUHDNV� GRZQ� WKH� SURWHLQV� LQ� PHDW�� GUDPDWLFDOO\
UHGXFLQJ�WKH�ZRUN�IRU�RXU�VWRPDFK�DFLG��&RQVHTXHQWO\��E\�FRQWUDVW�ZLWK
PHDW�HDWLQJ�FDUQLYRUHV��H�J��� OLRQV���ZH�GR�QRW�RIWHQ�UHWDLQ�PHDW� LQ�RXU
VWRPDFKV� IRU� KRXUV�� EHFDXVH� LW� W\SLFDOO\� DUULYHV� SDUWLDOO\� GLJHVWHG� E\
SRXQGLQJ��VFUDSLQJ��PDULQDWLQJ��DQG�FRRNLQJ�
:KLOH�DOO�WKLV�IRRG�SURFHVVLQJ�UHGXFHV�WKH�GLJHVWLYH�ZRUNORDG�RI�RXU

PRXWKV�� VWRPDFKV�� DQG� FRORQV�� LW� GRHV� QRW� DOWHU� WKH� QHHG� WR� DFWXDOO\
DEVRUE� WKH� QXWULHQWV�� ZKLFK� LV� ZK\� RXU� VPDOO� LQWHVWLQHV� DUH� DERXW� WKH
ULJKW�VL]H�IRU�D�SULPDWH�RI�RXU�VWDWXUH�
:KDW� LV� RIWHQ� XQGHUHPSKDVL]HG� LQ� WKLV� DFFRXQW� LV� WKDW� IRRG�

SURFHVVLQJ� WHFKQLTXHV� DUH� SULPDULO\� SURGXFWV� RI� FXOWXUDO� HYROXWLRQ�
&RRNLQJ��IRU�H[DPSOH��LV�QRW�VRPHWKLQJ�ZH�LQVWLQFWXDOO\�NQRZ�KRZ�WR�GR�
RU� HYHQ� FDQ� HDVLO\� ILJXUH� RXW�� ,I� \RX� GRQ·W� EHOLHYH�PH�� JR� RXWVLGH� DQG
PDNH� D� ILUH� ZLWKRXW� XVLQJ� DQ\� PRGHUQ� WHFKQRORJ\�� 5XE� WZR� VWLFNV
WRJHWKHU��PDNH�D� ILUH�GULOO�� ILQG�QDWXUDOO\�RFFXUULQJ� IOLQW�RU�TXDUW]�� HWF�
3XW�WKDW�ELJ�EUDLQ�WR�ZRUN��0D\EH�VRPH�ILUH�LQVWLQFWV�GHVLJQHG�E\�QDWXUDO
VHOHFWLRQ�WR�VROYH�WKLV�UHFXUUHQW�GLOHPPD�RI�RXU�DQFHVWUDO�HQYLURQPHQWV
ZLOO�NLFN�LQ�DQG�JXLGH�\RX�
«
1R� OXFN"� 8QOHVV� \RX·YH� KDG� WUDLQLQJ³WKDW� LV�� UHFHLYHG� FXOWXUDO

WUDQVPLVVLRQ³LW·V� YHU\� XQOLNHO\� \RX� ZHUH� VXFFHVVIXO�� 2XU� ERGLHV� KDYH
EHHQ�VKDSHG�E\�ILUH�DQG�FRRNLQJ��EXW�ZH�KDYH�WR�OHDUQ�IURP�RWKHUV�KRZ
WR� PDNH� ILUH� DQG� FRRN�� 0DNLQJ� ILUH� LV� VR� ´XQQDWXUDOµ� DQG� WHFKQLFDOO\
GLIILFXOW�WKDW�VRPH�IRUDJLQJ�SRSXODWLRQV�KDYH�DFWXDOO\�ORVW�WKH�DELOLW\�WR
PDNH� ILUH�� 7KHVH� LQFOXGH� WKH� $QGDPDQ� ,VODQGHUV� �RII� WKH� FRDVW� RI
0DOD\VLD���6LULRQy��$PD]RQLD���1RUWKHUQ�$FKp��DQG�SHUKDSV�7DVPDQLDQV�
1RZ��WR�EH�FOHDU��WKHVH�SRSXODWLRQV�FRXOGQ·W�KDYH�VXUYLYHG�ZLWKRXW�ILUH�
WKH\�UHWDLQHG�ILUH�EXW�ORVW�WKH�DELOLW\�WR�VWDUW�QHZ�ILUHV�RQ�GHPDQG��:KHQ
RQH� EDQG·V� ILUH� ZDV� LQDGYHUWHQWO\� H[WLQJXLVKHG�� VD\� GXULQJ� D� ILHUFH
VWRUP�� WKH\�KDG� WR�KHDG�RII� WR� ORFDWH�DQRWKHU�EDQG�ZKRVH� ILUH�KDG�QRW
JRQH� RXW� �KRSHIXOO\���� +RZHYHU�� OLYLQJ� LQ� VPDOO� DQG� ZLGHO\� VFDWWHUHG
JURXSV� LQ� IURVW\� 3DOHROLWKLF� (XURSH�� WKH� ILUHV� RI� RXU� ELJJHU�EUDLQHG
1HDQGHUWKDO� FRXVLQV� SUREDEO\� VRPHWLPHV� ZHQW� RXW� DQG� ZHUHQ·W� WR� EH
UHLJQLWHG�IRU�WKRXVDQGV�RI�\HDUV���,Q�FKDSWHU�����ZH·OO�VHH�KRZ�DQG�ZK\
VXFK�LPSRUWDQW�ORVVHV�DUH�QRW�VXUSULVLQJ�
,W·V� OLNHO\�WKDW�RXU�VSHFLHV·�UHOLDQFH�RQ�ILUH�EHJDQ�ZLWK�WKH�FRQWURO�RI

ILUH�� SHUKDSV� REWDLQHG� IURP� QDWXUDOO\� RFFXUULQJ� VRXUFHV�� 1HYHUWKHOHVV�



MXVW�FDSWXULQJ��VXVWDLQLQJ��DQG�FRQWUROOLQJ�ILUH�UHTXLUHV�VRPH�NQRZ�KRZ�
.HHSLQJ�D�ILUH�JRLQJ�PD\�VRXQG�HDV\��EXW�\RX�KDYH�WR�NHHS�LW�JRLQJ�DOO
WKH�WLPH��GXULQJ�UDLQVWRUPV��KLJK�ZLQGV��DQG�ORQJ�MRXUQH\V�DFURVV�ULYHUV
DQG�WKURXJK�VZDPSV��,�OHDUQHG�VRPHWKLQJ�DERXW�WKLV�ZKLOH�OLYLQJ�LQ�WKH
3HUXYLDQ� $PD]RQ� DPRQJ� DQ� LQGLJHQRXV� JURXS� FDOOHG� WKH� 0DWVLJHQND�
$IWHU� WUDQVSRUWLQJ�ZKDW� ORRNHG� OLNH� D� GHDG�� FKDUUHG� ORJ� WR� KHU� GLVWDQW
JDUGHQ�� ,� VDZ� D� 0DWVLJHQND� ZRPDQ� EUHDWKH� OLIH� EDFN� LQWR� D� KLGGHQ
HPEHU�XVLQJ�D�FRPELQDWLRQ�RI�GULHG�PRVV��ZKLFK�VKH�EURXJKW�ZLWK�KHU�
DQG� WKHUPDO� UHIOHFWLRQ� IURP� RWKHU� ORJV�� ,� ZDV� DOVR� HPEDUUDVVHG� ZKHQ
DQRWKHU�\RXQJ�0DWVLJHQND�ZRPDQ��ZLWK�WKH�UHTXLVLWH�LQIDQW�VOXQJ�DW�KHU
VLGH�� VWRSSHG�E\�P\�KRXVH� LQ� WKH�YLOODJH� WR� UHDUUDQJH�P\�FRRNLQJ� ILUH�
+HU� DGMXVWPHQWV� LQFUHDVHG� WKH� KHDW�� FUHDWHG� D� FRQYHQLHQW� VSRW� IRU�P\
SRW��UHGXFHG�WKH�VPRNH��DQG�P\�FKRNLQJ���DQG�HOLPLQDWHG�PXFK�RI� WKH
QHHG�IRU�P\�FRQVWDQW�WHQGLQJ���
&RRNLQJ� LV� DOVR� GLIILFXOW� WR� OHDUQ� WKURXJK� LQGLYLGXDO� WULDO�DQG�HUURU

H[SHULHQFH�� )RU� FRRNLQJ� WR� SURYLGH� D� GLJHVWLYH� DLG�� LW� KDV� WR� EH� GRQH
ULJKW��%DG�FRRNLQJ�FDQ�DFWXDOO\�PDNH�IRRG�KDUGHU�WR�GLJHVW�DQG�LQFUHDVH
LWV�WR[LQV��$QG�ZKDW�FRQVWLWXWHV�HIIHFWLYH�FRRNLQJ�GHSHQGV�RQ�WKH�W\SH�RI
IRRG��:LWK�PHDW��GRLQJ�WKH�PRVW�REYLRXV�WKLQJ��WR�PH��RI�SODFLQJ�SLHFHV
ULJKW�LQ�WKH�IODPHV�FDQ�OHDG�WR�D�KDUG��FKDUUHG�RXWVLGH�DQG�D�UDZ�LQWHULRU
³H[DFWO\�ZKDW�\RX�GRQ·W�ZDQW��&RQVHTXHQWO\��VPDOO�VFDOH�VRFLHWLHV�KDYH
FRPSOH[�UHSHUWRLUHV�RI�IRRG�SURFHVVLQJ�WHFKQLTXHV�WKDW�DUH�VSHFLILF�WR�WKH
IRRG�LQ�TXHVWLRQ��)RU�H[DPSOH��WKH�EHVW�FRRNLQJ�WHFKQLTXH�IRU�VRPH�IRRGV
LQYROYHV�ZUDSSLQJ�WKHP�LQ�OHDYHV�DQG�EXU\LQJ�WKHP�LQ�WKH�ILUH·V�DVK�IRU�D
ORQJ� WLPH��KRZ� ORQJ"���0HDQZKLOH��PDQ\�KXQWHUV�HDW� WKH� OLYHU�RI� WKHLU
NLOO� UDZ�� RQ� WKH� VSRW�� /LYHUV�� LW� WXUQV� RXW�� DUH� HQHUJ\� ULFK�� VRIW�� DQG
GHOLFLRXV�ZKHQ�HDWHQ�UDZ³H[FHSW�IRU�WKRVH�VSHFLHV�LQ�ZKLFK�HDWLQJ�WKH
OLYHU� FDQ� EH� GHDGO\� �GR� \RX� NQRZ� ZKLFK� WKRVH� DUH"����� ,QXLW� KXQWHUV
GRQ·W�HDW�SRODU�EHDU�OLYHUV�UDZ�EHFDXVH�WKH\�EHOLHYH�VXFK�OLYHUV�DUH�WR[LF
�DQG�WKH\�DUH�FRUUHFW��DFFRUGLQJ�WR�ODERUDWRU\�UHVHDUFK�RQ�WKH�TXHVWLRQ��
7KH�UHVW�RI�WKH�NLOO� LV�W\SLFDOO\�EXWFKHUHG��VRPHWLPHV�SRXQGHG��SRVVLEO\
GULHG��DQG�WKHQ�FRRNHG³WKRXJK�GLIIHUHQW�SDUWV�RI�WKH�NLOO�DUH�FRRNHG�LQ
GLIIHUHQW�ZD\V�
7KH� LPSDFW� RI� WKLV� FXOWXUDOO\� WUDQVPLWWHG� NQRZ�KRZ� DERXW� ILUH� DQG

FRRNLQJ�KDV�KDG� VXFK�DQ� LPSDFW�RQ�RXU� VSHFLHV·� JHQHWLF� HYROXWLRQ� WKDW
ZH�DUH�QRZ��HVVHQWLDOO\�� DGGLFWHG� WR� FRRNHG� IRRG��:UDQJKDP�UHYLHZHG
WKH� OLWHUDWXUH� RQ� WKH� DELOLW\� RI� KXPDQV� WR� VXUYLYH� E\� HDWLQJ� RQO\� UDZ



IRRGV�� +LV� UHYLHZ� LQFOXGHV� KLVWRULFDO� FDVHV� LQ� ZKLFK� SHRSOH� KDG� WR
VXUYLYH�ZLWKRXW�FRRNLQJ��DV�ZHOO�DV�VWXGLHV�RI�PRGHUQ�IDGV��VXFK�DV�WKH
UDZ� IRRGV� PRYHPHQW�� 7KH� ORQJ� DQG� VKRUW� RI� DOO� WKLV� LV� WKDW� LW·V� YHU\
GLIILFXOW� WR� VXUYLYH� IRU� PRQWKV� ZLWKRXW� FRRNLQJ�� 5DZ�IRRGLVWV� DUH� WKLQ
DQG� RIWHQ� IHHO� KXQJU\�� 7KHLU� ERG\� IDW� GURSV� VR� ORZ� WKDW�ZRPHQ� RIWHQ
VWRS�PHQVWUXDWLQJ�RU�PHQVWUXDWH�RQO\�LUUHJXODUO\��7KLV�RFFXUV�GHVSLWH�WKH
VXSHUPDUNHW� DYDLODELOLW\� RI� D� YDVW� UDQJH� RI� UDZ� IRRGV�� WKH� XVH� RI
SRZHUIXO�SURFHVVLQJ�WHFKQRORJLHV�OLNH�EOHQGHUV��DQG�WKH�FRQVXPSWLRQ�RI
VRPH�SUHSURFHVVHG�IRRGV��7KH�XSVKRW�LV�WKDW�KXPDQ�IRUDJLQJ�SRSXODWLRQV
FRXOG� QHYHU� VXUYLYH� ZLWKRXW� FRRNLQJ�� PHDQZKLOH�� DSHV� GR� MXVW� ILQH
ZLWKRXW�FRRNLQJ��WKRXJK�WKH\�GR�ORYH�FRRNHG�IRRGV���
2XU� VSHFLHV·� LQFUHDVLQJ� GHSHQGHQFH� RQ� ILUH� DQG� FRRNLQJ� RYHU� RXU

HYROXWLRQDU\� KLVWRU\� PD\� KDYH� DOVR� VKDSHG� RXU� FXOWXUDO� OHDUQLQJ
SV\FKRORJ\� LQ�ZD\V� WKDW� IDFLOLWDWHG� WKH� DFTXLVLWLRQ� RI� NQRZ�KRZ�DERXW
ILUH�PDNLQJ��7KLV�LV�D�NLQG�RI�FRQWHQW�ELDV�LQ�RXU�FXOWXUDO�OHDUQLQJ��7KH
8&/$�DQWKURSRORJLVW��'DQ�)HVVOHU��DUJXHV�WKDW�GXULQJ�PLGGOH�FKLOGKRRG
�DJHV�VL[�WR�QLQH���KXPDQV�JR�WKURXJK�D�SKDVH�LQ�ZKLFK�ZH�DUH�VWURQJO\
DWWUDFWHG� WR� OHDUQLQJ� DERXW� ILUH�� E\� ERWK� REVHUYLQJ� RWKHUV� DQG
PDQLSXODWLQJ� LW� RXUVHOYHV�� ,Q� VPDOO�VFDOH� VRFLHWLHV�� ZKHUH� FKLOGUHQ� DUH
IUHH� WR� HQJDJH� WKLV� FXULRVLW\�� DGROHVFHQWV� KDYH� ERWK�PDVWHUHG� ILUH� DQG
ORVW� DQ\� IXUWKHU� DWWUDFWLRQ� WR� LW�� ,QWHUHVWLQJO\�� )HVVOHU� DOVR� DUJXHV� WKDW
PRGHUQ� VRFLHWLHV� DUH� XQXVXDO� EHFDXVH� VR� PDQ\� FKLOGUHQ� QHYHU� JHW� WR
VDWLVI\� WKHLU� FXULRVLW\�� VR� WKHLU� IDVFLQDWLRQ� ZLWK� ILUH� VWUHWFKHV� LQWR� WKH
WHHQ�\HDUV�DQG�HDUO\�DGXOWKRRG���
7KH� LQIOXHQFH�RI� VRFLDOO\� OHDUQHG� IRRG�SURFHVVLQJ� WHFKQLTXHV�RQ�RXU

JHQHWLF� HYROXWLRQ�SUREDEO\�RFFXUUHG�YHU\�JUDGXDOO\�� SHUKDSV�EHJLQQLQJ
ZLWK�WKH�HDUOLHVW�VWRQH�WRROV��6XFK�WRROV�KDG�OLNHO\�EHJXQ�WR�HPHUJH�E\�DW
OHDVW� ��PLOOLRQ� \HDUV� DJR� �VHH� FKDSWHU����� DQG�ZHUH� SUREDEO\� XVHG� IRU
SURFHVVLQJ�PHDW³SRXQGLQJ��FKRSSLQJ��VOLFLQJ��DQG�GLFLQJ����'U\LQJ�PHDW
RU� VRDNLQJ� SODQW� IRRGV� PD\� KDYH� HPHUJHG� DW� DQ\� WLPH�� DQG� SUREDEO\
UHSHDWHGO\�� %\� WKH� HPHUJHQFH� RI� WKH� JHQXV� +RPR�� LW·V� SODXVLEOH� WKDW
FRRNLQJ� EHJDQ� WR� EH� XVHG� VSRUDGLFDOO\� EXW� ZLWK� LQFUHDVLQJ� IUHTXHQF\�
HVSHFLDOO\�ZKHUH�ODUJH�ILEURXV�WXEHUV�RU�PHDW�ZHUH�UHODWLYHO\�DEXQGDQW�
2XU� UHSHUWRLUH� RI� IRRG�SURFHVVLQJ� PHWKRGV� DOWHUHG� WKH� JHQHWLF

VHOHFWLRQ� SUHVVXUHV� RQ� RXU� GLJHVWLYH� V\VWHP� E\� JUDGXDOO\� VXSSODQWLQJ
VRPH� RI� LWV� IXQFWLRQV� ZLWK� FXOWXUDO� VXEVWLWXWHV�� 7HFKQLTXHV� VXFK� DV
FRRNLQJ� DFWXDOO\� LQFUHDVH� WKH� HQHUJ\� DYDLODEOH� IURP� IRRGV� DQG� PDNH



WKHP�HDVLHU�WR�GLJHVW�DQG�GHWR[LI\��7KLV�HIIHFW�DOORZHG�QDWXUDO�VHOHFWLRQ
WR� VDYH� VXEVWDQWLDO� DPRXQWV� RI� HQHUJ\� E\� UHGXFLQJ� RXU� JXW� WLVVXH�� WKH
VHFRQG�PRVW� H[SHQVLYH� WLVVXH� LQ� RXU� ERGLHV� �QH[W� WR� EUDLQ� WLVVXH��� DQG
RXU� VXVFHSWLELOLW\� WR� YDULRXV� GLVHDVHV� DVVRFLDWHG� ZLWK� JXW� WLVVXH�� 7KH
HQHUJ\�VDYLQJV�IURP�WKH�H[WHUQDOL]DWLRQ�RI�GLJHVWLYH�IXQFWLRQV�E\�FXOWXUDO
HYROXWLRQ� EHFDPH� RQH� FRPSRQHQW� LQ� D� VXLWH� RI� DGMXVWPHQWV� WKDW
SHUPLWWHG�RXU�VSHFLHV�WR�EXLOG�DQG�UXQ�ELJJHU�DQG�ELJJHU�EUDLQV�

+RZ�7RROV�0DGH�8V�)DW�:LPSV
5HVSRQGLQJ� WR� SRVWHUV� WKDW� UHDG� ´:DQWHG�� DWKOHWLF�PHQ� WR� HDUQ� ��� SHU
VHFRQG� E\� KROGLQJ� ���SRXQG� DSH·V� VKRXOGHUV� WR� WKH� IORRU�µ� EHHI\
OLQHEDFNHU� W\SHV� ZRXOG� OLQH� XS� DW� 1RHOO·V� $UN� *RULOOD� 6KRZ�� SDUW� RI� D
FLUFXV� WKDW� WUDYHOOHG� XS� DQG� GRZQ� WKH� HDVWHUQ� VHDERDUG� RI� WKH� 8QLWHG
6WDWHV� IURP� WKH�����V� WR� WKH�����V�� ,QVSLUHG� WR� LPSUHVV� WKH� FURZGV� DW
WKLV� VWDU� DWWUDFWLRQ�� QR�PDQ� LQ� WKLUW\� \HDUV� HYHU� ODVWHG�PRUH� WKDQ� ILYH
VHFRQGV� SLQQLQJ� GRZQ� D� MXYHQLOH� FKLPSDQ]HH�� 0RUHRYHU�� WKH
FKLPSDQ]HHV�KDG�WR�EH�VHULRXVO\�KDQGLFDSSHG��DV� WKH\�ZRUH�´VLOHQFH�RI
WKH� ODPEVµ�PDVNV� WR� SUHYHQW� WKHP� IURP�XVLQJ� WKHLU� SUHIHUUHG�ZHDSRQ�
WKHLU�ODUJH�FDQLQH�WHHWK��/DWHU��WKH�VKRZ·V�DSHV�ZHUH�IRUFHG�WR�ZHDU�ODUJH
JORYHV�EHFDXVH�D�FKLPS�QDPHG�6QRRNLH�KDG�UDPPHG�KLV� WKXPEV�XS�DQ
RSSRQHQW·V� QRVH�� WHDULQJ� WKH� PDQ·V� QRVWULOV� DSDUW�� 7KH� RUJDQL]HUV� RI
1RHOO·V�$UN�*RULOOD�6KRZ�ZHUH�ZLVH�WR�XVH�\RXQJ�FKLPSV��EHFDXVH�D�IXOO�
JURZQ�PDOH�FKLPSDQ]HH������OEV���LV�TXLWH�FDSDEOH�RI�EUHDNLQJ�D�PDQ·V
EDFN�� 7KH� DXWKRULWLHV� GLG� ILQDOO\� SXW� DQ� HQG� WR� WKLV� VSHFWDFOH�� EXW� LW
ZDVQ·W�FOHDU�ZKHWKHU�WKH\�ZHUH�FRQFHUQHG�DERXW�WKH�\RXQJ�DSHV�RU�WKH
EUDZQ\�ZUHVWOHUV�ZKR�YROXQWDULO\�HQWHUHG�WKH�ULQJ�ZLWK�WKHP���
+RZ�GLG�ZH�EHFRPH�VXFK�ZLPSV"
,W� ZDV� FXOWXUH�� $V� FXPXODWLYH� FXOWXUDO� HYROXWLRQ� JHQHUDWHG

LQFUHDVLQJO\� HIIHFWLYH� WRROV� DQG� ZHDSRQV�� OLNH� EODGHV�� VSHDUV�� D[HV�
VQDUHV�� VSHDU�WKURZHUV�� SRLVRQV�� DQG� FORWKLQJ�� QDWXUDO� VHOHFWLRQ
UHVSRQGHG� WR� WKH� FKDQJHG� HQYLURQPHQW� JHQHUDWHG� E\� WKHVH� FXOWXUDO
SURGXFWV� E\� VKDSLQJ� RXU� JHQHV� WR� PDNH� XV� ZHDN�� 0DQXIDFWXUHG� IURP
ZRRG�� IOLQW�� REVLGLDQ�� ERQH�� DQWOHU�� DQG� LYRU\�� HIIHFWLYH� WRROV� DQG
ZHDSRQV� FDQ� UHSODFH� ELJ� PRODUV� IRU� EUHDNLQJ� GRZQ� VHHGV� RU� ILEURXV
SODQWV�DQG�ELJ�FDQLQHV��VWURQJ�PXVFOHV��DQG�GHQVH�ERQHV�IRU�ILJKWLQJ�DQG
KXQWLQJ�



7R� XQGHUVWDQG� WKLV�� UHDOL]H� WKDW� ELJ� EUDLQV� DUH� HQHUJ\� KRJV�� 2XU
EUDLQV�XVH�EHWZHHQ�D�ILIWK�DQG�D�TXDUWHU�RI�WKH�HQHUJ\�ZH�WDNH�LQ�HDFK
GD\��ZKLOH�WKH�EUDLQV�RI�RWKHU�SULPDWHV�XVH�EHWZHHQ����DQG������2WKHU
PDPPDOV�XVH�RQO\����WR�����(YHQ�ZRUVH��XQOLNH�PXVFOHV��\RX�FDQ·W�VKXW
GRZQ�D�EUDLQ�WR�VDYH�HQHUJ\��LW�WDNHV�DOPRVW�DV�PXFK�HQHUJ\�WR�VXVWDLQ�D
UHVWLQJ�EUDLQ�DV�LW�GRHV�DQ�DFWLYH�RQH��2XU�FXOWXUDO�NQRZOHGJH�DERXW�WKH
QDWXUDO� ZRUOG� FRPELQHG� ZLWK� RXU� WRROV�� LQFOXGLQJ� RXU� IRRG�SURFHVVLQJ
WHFKQLTXHV�� DOORZHG� RXU� DQFHVWRUV� WR� REWDLQ� D� KLJK�HQHUJ\� GLHW� ZLWK
PXFK�OHVV�WLPH�DQG�HIIRUW�WKDQ�RWKHU�VSHFLHV��7KLV�ZDV�FUXFLDO�IRU�EUDLQ
H[SDQVLRQ�LQ�RXU�OLQHDJH��+RZHYHU��VLQFH�EUDLQV�QHHG�D�FRQVWDQW�VXSSO\
RI� HQHUJ\�� SHULRGV� RI� IRRG� VFDUFLW\³VXFK� DV� WKRVH� LQLWLDWHG� E\� IORRGV�
GURXJKWV��LQMXULHV��DQG�GLVHDVH³SRVH�D�VHULRXV�WKUHDW�WR�KXPDQV��7R�GHDO
ZLWK� WKLV� WKUHDW�� QDWXUDO� VHOHFWLRQ� QHHGHG� WR� WULP� RXU� ERG\·V� HQHUJ\
EXGJHW�DQG�FUHDWH�D�VWRUHKRXVH�IRU�WLPHV�RI�VFDUFLW\��7KH�HPHUJHQFH�RI
WRROV� DQG�ZHDSRQV� DOORZHG�QDWXUDO� VHOHFWLRQ� WR� WUDGH� H[SHQVLYH� WLVVXHV
IRU� IDW�� ZKLFK� LV� FKHDSHU� WR� PDLQWDLQ� DQG� SURYLGHV� DQ� HQHUJ\�VWRUDJH
V\VWHP� FUXFLDO� IRU� VXVWDLQLQJ� ELJ� EUDLQV� WKURXJK� SHULRGV� RI� VFDUFLW\���
7KLV� LV�ZK\�LQIDQWV��ZKR�GHYRWH�����RI�WKHLU�HQHUJ\�WR�EUDLQ�EXLOGLQJ�
DUH� VR� IDW³WKH\� QHHG� WKH� HQHUJ\� EXIIHU� WR� VXVWDLQ� QHXURORJLFDO
GHYHORSPHQW�DQG�RSWLPL]H�FXOWXUDO�OHDUQLQJ�
6R��LI�\RX�DUH�FKDOOHQJHG�WR�ZUHVWOH�D�FKLPSDQ]HH��,�UHFRPPHQG�WKDW

\RX� GHFOLQH� DQG� LQVWHDG� VXJJHVW� D� FRQWHVW� EDVHG� RQ� ���� WKUHDGLQJ� D
QHHGOH� �D� VHZLQJ� FRQWHVW"��� ���� IDVW�EDOO� SLWFKLQJ� RU� ���� ORQJ�GLVWDQFH
UXQQLQJ����:KLOH� QDWXUDO� VHOHFWLRQ� WUDGHG� VWUHQJWK� IRU� IDW�� LQFUHDVLQJO\
FRPSOH[� WRROV� DQG� WHFKQLTXHV� GURYH� DQRWKHU� NH\� JHQHWLF� FKDQJH�� WKH
KXPDQ�QHRFRUWH[�VHQGV�FRUWLFRVSLQDO�FRQQHFWLRQV�GHHSHU�LQWR�WKH�PRWRU
QHXURQV��VSLQDO� FRUG�� DQG� EUDLQ� VWHP� WKDQ� LQ� RWKHU�PDPPDOV�� ,W� LV� WKH
GHSWK� RI� WKHVH� FRQQHFWLRQV³LQ� SDUW³WKDW� IDFLOLWDWHV� RXU� ILQH� GH[WHULW\
IRU� OHDUQHG� PRWRU� SDWWHUQV� �UHFDOO� WKH� SODVWLFLW\� RI� WKH� QHRFRUWH[
PHQWLRQHG�DERYH���,Q�SDUWLFXODU��WKHVH�PRWRU�QHXURQV�GLUHFWO\�LQQHUYDWH
RXU�KDQGV��DOORZLQJ�XV�WR�WKUHDG�D�QHHGOH�RU�WKURZ�DFFXUDWHO\��DV�ZHOO�DV
RXU�WRQJXHV��MDZV��DQG�YRFDO�FRUGV��IDFLOLWDWLQJ�VSHHFK��VHH�FKDSWHU�����
,PSURYHG�PRWRU�FRQWURO�ZDV�IDYRUHG�RQFH�FXPXODWLYH�FXOWXUDO�HYROXWLRQ
EHJDQ� GHOLYHULQJ�PRUH� DQG� ILQHU� WRROV�� 6XFK� WRROV� DOVR� FUHDWHG� JHQHWLF
HYROXWLRQDU\�SUHVVXUHV�WKDW�VKDSHG�WKH�DQDWRP\�RI�RXU�KDQGV��JLYLQJ�XV
ZLGHU�ILQJHUWLSV��PRUH�PXVFXODU�WKXPEV��DQG�D�´SUHFLVLRQ�JULS�µ�&XOWXUDO
HYROXWLRQ� PD\� DOVR� KDYH� SURGXFHG� SDFNDJHV� IRU� WKURZLQJ�� LQFOXGLQJ



WHFKQLTXHV��DUWLIDFWV��ZRRGHQ�VSHDUV�DQG�WKURZLQJ�FOXEV���DQG�VWUDWHJLHV�
VXLWDEOH� IRU� XVLQJ� SURMHFWLOHV� LQ� KXQWLQJ�� VFDYHQJLQJ�� UDLGLQJ�� RU
FRPPXQLW\�SROLFLQJ��7KH�HPHUJHQFH�RI� WKHVH��DORQJ�ZLWK� WKH�DELOLW\� WR
OHDUQ�WR�SUDFWLFH�WKURZLQJ�E\�REVHUYLQJ�RWKHUV��PD\�KDYH�IRVWHUHG�VRPH
RI�WKH�DQDWRPLFDO�VSHFLDOL]DWLRQV�LQ�RXU�VKRXOGHUV�DQG�ZULVW��ZKLOH�DW�WKH
VDPH� WLPH� H[SODLQLQJ� ZK\� PDQ\� FKLOGUHQ� DUH� VR� NHHQO\� LQWHUHVWHG� LQ
WKURZLQJ��PRUH�RQ�WKLV�LQ�FKDSWHU�������
$ORQJVLGH� WKHVH� DQDWRPLFDO� FKDQJHV�� RXU� VSHFLHV·� ORQJ� KLVWRU\�ZLWK

FRPSOH[� WRROV� KDV� DOVR� OLNHO\� VKDSHG� RXU� OHDUQLQJ� SV\FKRORJ\��:H� DUH
FRJQLWLYHO\�SULPHG�WR�FDWHJRUL]H�´DUWLIDFWVµ��H�J���WRROV�DQG�ZHDSRQV��DV
VHSDUDWH� IURP� DOO� RWKHU� WKLQJV� LQ� WKH� ZRUOG�� OLNH� URFNV� DQG� DQLPDOV�
8QOLNH�SODQWV��DQLPDOV��DQG�RWKHU�QRQOLYLQJ�WKLQJV� OLNH�ZDWHU��ZH�WKLQN
DERXW�IXQFWLRQ�ZKHQ�ZH�WKLQN�DERXW�DUWLIDFWV��)RU�H[DPSOH��ZKHQ�\RXQJ
FKLOGUHQ� DVN� DERXW� DUWLIDFWV� WKH\� DVN� ´:KDW·V� LW� IRUµ� RU� ´:KDW� GRHV� LW
GR"µ� LQVWHDG� RI� ´:KDW� NLQG� LV� LW"µ� ZKLFK� LV� WKHLU� LQLWLDO� TXHU\� ZKHQ
VHHLQJ�D�QRYHO�SODQW�RU�DQLPDO��7KLV�VSHFLDOL]HG�WKLQNLQJ�DERXW�DUWLIDFWV�
DV�RSSRVHG�WR�WKLQNLQJ�DERXW�RWKHU�QRQOLYLQJ�WKLQJV��UHTXLUHV��ILUVW��WKDW
WKHUH� EH� VRPH� FRPSOH[� DUWLIDFWV� ZLWK� QRQREYLRXV�� RU� FDXVDOO\� RSDTXH�
IXQFWLRQV� LQ� WKH� ZRUOG� WKDW� RQH� QHHGV� WR� OHDUQ� DERXW���� &XPXODWLYH
FXOWXUDO�HYROXWLRQ�ZLOO�UHDGLO\�JHQHUDWH�VXFK�FRJQLWLYHO\�RSDTXH�DUWLIDFWV�
D�SRLQW�,·OO�PDNH�LQ�VSDGHV�LQ�FKDSWHU���

+RZ�:DWHU�&RQWDLQHUV�DQG�7UDFNLQJ�0DGH�8V�(QGXUDQFH
5XQQHUV

7UDGLWLRQDO�KXQWHUV� WKURXJKRXW� WKH�ZRUOG�KDYH� VKRZQ� WKDW�ZH�KXPDQV
FDQ� UXQ� GRZQ� DQWHORSHV�� JLUDIIHV�� GHHU�� VWHHQERNV�� ]HEUDV�� ZDWHUEXFNV�
DQG� ZLOGHEHHVWV�� 7KHVH� SXUVXLWV� RIWHQ� WDNH� WKUHH� RU� PRUH� KRXUV�� EXW
HYHQWXDOO\� WKH� SUH\� DQLPDO� GURSV� RYHU�� HLWKHU� IURP� IDWLJXH� RU� KHDW
H[KDXVWLRQ��:LWK�WKH�H[FHSWLRQ�RI�GRPHVWLFDWHG�KRUVHV����ZKLFK�ZH�KDYH
DUWLILFLDOO\�VHOHFWHG�IRU�HQGXUDQFH��RXU�VSHFLHV·�PDLQ�FRPSHWLWLRQ�IRU�WKH
PDPPDOLDQ� HQGXUDQFH� FKDPSLRQ� FRPHV� IURP� VRPH� RI� WKH� VRFLDO
FDUQLYRUHV��OLNH�$IULFDQ�ZLOG�GRJV��ZROYHV��DQG�K\HQDV��WKDW�DOVR�HQJDJH
LQ�SHUVLVWHQFH�KXQWLQJ�DQG�KDELWXDOO\� UXQ��� WR����PLOHV� ���� WR����NP�
SHU�GD\�
7R� EHDW� WKHVH� VSHFLHV�� ZH� RQO\� QHHG� WR� WXUQ� XS� WKH� KHDW�� OLWHUDOO\�

EHFDXVH� WKHVH� FDUQLYRUHV� DUH� PXFK� PRUH� VXVFHSWLEOH� WR� ZDUPHU



WHPSHUDWXUHV�WKDQ�ZH�DUH��,Q�WKH�WURSLFV��GRJV�DQG�K\HQDV�FDQ�RQO\�KXQW
DW�GDZQ�DQG�GXVN��ZKHQ� LW·V� FRROHU�� 6R�� LI� \RX�ZDQW� WR� UDFH�\RXU�GRJ�
SODQ�D����NLORPHWHU�UDFH�RQ�D�KRW�VXPPHU�GD\��+H·OO�FRQN�RXW��$QG�WKH
KRWWHU�LW�LV��WKH�PRUH�\RX·OO�EHDW�KLP�E\��&KLPSDQ]HHV�DUHQ·W�HYHQ�LQ�RXU
OHDJXH�LQ�WKLV�GRPDLQ���
&RPSDULVRQV�RI�KXPDQ�DQDWRP\�DQG�SK\VLRORJ\�ZLWK�WKRVH�RI�RWKHU

PDPPDOV�� LQFOXGLQJ� ERWK� OLYLQJ� SULPDWHV� DQG� KRPLQLQV� �RXU� DQFHVWRU
VSHFLHV� DQG� H[WLQFW� UHODWLYHV��� UHYHDO� WKDW� QDWXUDO� VHOHFWLRQ� KDV� OLNHO\
EHHQ�DW�ZRUN�VKDSLQJ�RXU�ERGLHV�IRU�VHULRXV�GLVWDQFH�UXQQLQJ�IRU�RYHU�D
PLOOLRQ� \HDUV�� :H� KDYH� D� IXOO� VXLWH� RI� VSHFLDOL]HG� GLVWDQFH� UXQQLQJ
DGDSWDWLRQV��IURP�WRH�WR�KHDG��+HUH·V�D�VDPSOLQJ�

���2XU�IHHW��XQOLNH�RWKHU�DSHV��SRVVHVV�VSULQJ\�DUFKHV�WKDW�VWRUH�HQHUJ\
DQG�DEVRUE�WKH�VKRFN�RI�UHSHDWHG�LPSDFWV��7KLV�LV�SURYLGHG�WKDW�ZH
OHDUQ�SURSHU�IRUP��DQG�DYRLG�ODQGLQJ�RQ�RXU�KHHOV�
���2XU�FRPSDUDWLYHO\�ORQJHU�OHJV�SRVVHVV�H[WHQGHG�VSULQJOLNH�WHQGRQV�
LQFOXGLQJ�WKH�FUXFLDO�$FKLOOHV�� WKDW�FRQQHFW� WR�VKRUW�PXVFOH� ILEHUV�
7KLV� VHWXS� JHQHUDWHV� HIILFLHQW� SRZHU� DQG� SURYLGHV� XV� ZLWK� WKH
DELOLW\�WR�LQFUHDVH�VSHHG�E\�WDNLQJ�ORQJHU��HQHUJ\�VDYLQJ��VWULGHV���
�� � 8QOLNH� DQLPDOV� EXLOW� IRU� VSHHG�� ZKLFK� SRVVHVV�PRVWO\� IDVW�WZLWFK
PXVFOH� ILEHUV�� IUHTXHQW� GLVWDQFH� UXQQLQJ� FDQ� VKLIW� WKH� EDODQFH� LQ
RXU�OHJV�XSZDUG�IURP�����VORZ�WZLWFK�PXVFOH�ILEHUV�WR�DV�KLJK�DV
�����\LHOGLQJ�PXFK�JUHDWHU�DHURELF�FDSDFLW\�
�� � 7KH� MRLQWV� LQ� RXU� ORZHU� ERG\� DUH� DOO� UHLQIRUFHG� WR�ZLWKVWDQG� WKH
VWUHVVHV�RI�HQGXUDQFH�UXQQLQJ�
�� � 7R� VWDELOL]H� RXU� WUXQN� ZKLOH� UXQQLQJ�� RXU� VSHFLHV� VSRUWV� D
GLVWLQFWLYHO\� HQODUJHG� JOXWHXV� PD[LPXV�� DORQJ� ZLWK� VXEVWDQWLDO
PXVFOHV³WKH�HUHFWRU�VSLQDH³WKDW�UXQ�XS�RXU�EDFNERQH�
���&RXSOHG�ZLWK�RXU�QRWDEO\�EURDG�VKRXOGHUV�DQG�VKRUW�IRUHDUPV��DUP
VZLQJLQJ� FUHDWHV� D� FRPSHQVDWRU\� WRUTXH� WKDW� EDODQFHV� XV� ZKLOH
UXQQLQJ��$QG�XQOLNH�RWKHU�SULPDWHV�� WKH�PXVFXODWXUH�LQ�RXU�XSSHU
EDFN�DOORZV�RXU�KHDG�WR�WZLVW�LQGHSHQGHQWO\�IURP�RXU�WRUVR�
���7KH�QXFKDO�OLJDPHQW��FRQQHFWLQJ�RXU�KHDGV�DQG�VKRXOGHUV��VHFXUHV
DQG�EDODQFHV�RXU�VNXOOV�DQG�EUDLQV�DJDLQVW�UXQQLQJ�UHODWHG�VKRFNV�
2WKHU� UXQQLQJ� DQLPDOV� DOVR� KDYH� D� QXFKDO� OLJDPHQW�� EXW� RWKHU
SULPDWHV�GR�QRW�



3HUKDSV�PRVW�LPSUHVVLYH�RI�DOO�DUH�RXU�WKHUPRUHJXODWRU\�DGDSWDWLRQV
³ZH�DUH�FHUWDLQO\�WKH�VZHDWLHVW�VSHFLHV��0DPPDOV�PXVW�PDLQWDLQ�WKHLU
ERG\� WHPSHUDWXUH� LQ� D� UHODWLYHO\� QDUURZ� UDQJH�� IURP� URXJKO\� ���&
������)��WR����&������)���7KH�OHWKDO�FRUH�WHPSHUDWXUH�RI�PRVW�PDPPDOV
UDQJHV� IURP� ���&� �������)�� WR� ���&� �������)��� 6LQFH� UXQQLQJ� FDQ
JHQHUDWH�D�WHQIROG�LQFUHDVH�LQ�KHDWLQJ��WKH�LQDELOLW\�RI�PRVW�PDPPDOV�WR
UXQ� ORQJ� GLVWDQFHV� DULVHV� IURP� WKHLU� LQDELOLW\� WR� PDQDJH� WKLV� KHDW
EXLOGXS�
7R� RYHUFRPH� WKLV� DGDSWLYH� FKDOOHQJH�� QDWXUDO� VHOHFWLRQ� IDYRUHG� WKH

����QHDUO\�FRPSOHWH�ORVV�RI�KDLU������SUROLIHUDWLRQ�RI�HFFULQH�VZHDW�JODQGV�
DQG� ���� HPHUJHQFH� RI� D� ´KHDG�FRROLQJµ� V\VWHP�� 7KH� LGHD� KHUH� LV� WKDW
VZHDW�FRDWV�DQG�FRROV�WKH�VNLQ�WKURXJK�HYDSRUDWLRQ��ZKLFK�LV�IRVWHUHG�E\
WKH� DLUIORZ� JHQHUDWHG� E\� UXQQLQJ�� 7R� DSSUHFLDWH� ZKDW� KDSSHQHG�� QRWH
WKDW� VZHDW� JODQGV� FRPH� LQ� WZR� YDULHWLHV�� DSRFULQH� DQG� HFFULQH�� $W
SXEHUW\�� DSRFULQH� JODQGV� VWDUW� SURGXFLQJ� D� YLVFRXV� SKHURPRQH�
FRQWDLQLQJ� VHFUHWLRQ�� ZKLFK� LV� RIWHQ� SURFHVVHG� E\� EDFWHULD� WR� FUHDWH� D
VWURQJ� DURPD�� 7KHVH� JODQGV� DUH� FRQILQHG� WR� RXU� DUPSLWV�� QLSSOHV�� DQG
JURLQ� �JXHVV� ZKDW� WKH\� DUH� IRU"��� %\� FRQWUDVW�� HFFULQH� JODQGV�� ZKLFK
VHFUHWH� FOHDU� VDOW\�ZDWHU� DQG� VRPH�RWKHU� HOHFWURO\WHV�� FDQ� EH� IRXQG� DOO
RYHU� RXU� ERGLHV� DQG� DUH� PXFK� PRUH� QXPHURXV� RQ� XV� WKDQ� RQ� RWKHU
SULPDWHV�� 7KH� KLJKHVW� GHQVLWLHV� RI� WKHVH� JODQGV� RFFXU� LQ� WKH� VFDOS� DQG
IHHW��WKH�WZR�ORFDWLRQV�PRVW�LQ�QHHG�RI�FRROLQJ�GXULQJ�UXQQLQJ��0HDVXUHG
RYHU� ERG\� VXUIDFHV�� QR� RWKHU� DQLPDO� FDQ� VZHDW� IDVWHU� WKDQ� ZH� GR�
0RUHRYHU��RXU�HFFULQH�JODQGV�DUH� ´VPDUW�JODQGV�µ�EHFDXVH� WKH\�FRQWDLQ
QHUYHV� WKDW� PD\� SHUPLW� FHQWUDOL]HG� FRQWURO� IURP� WKH� EUDLQ� �LQ� RWKHU
DQLPDOV� VZHDWLQJ� LV� FRQWUROOHG� ORFDOO\��� ,W�ZDV� WKHVH� LQQHUYDWHG�HFFULQH
JODQGV��DQG�QRW�WKH�DSRFULQH�JODQGV��WKDW�SUROLIHUDWHG�WR�FRYHU�RXU�ERGLHV
GXULQJ�KXPDQ�HYROXWLRQ�
%HFDXVH� EUDLQV� DUH� SDUWLFXODUO\� VXVFHSWLEOH� WR� RYHUKHDWLQJ�� QDWXUDO

VHOHFWLRQ�DOVR�HQJLQHHUHG�D�VSHFLDO�EUDLQ�FRROLQJ�V\VWHP� LQ�RXU�DQFHVWRUV�
7KLV�V\VWHP�LQYROYHV�D�QHWZRUN�RI�YHLQV�WKDW�UXQ�QHDU�WKH�VXUIDFH�RI�WKH
VNXOO��ZKHUH�WKH\�DUH�ILUVW�FRROHG�E\�WKH�DPSOH�VZHDW�JODQGV�RQ�WKH�IDFH
DQG�KHDG��7KH\�WKHQ�IORZ�LQWR�WKH�VLQXV�FDYLWLHV��ZKHUH�WKH\�DEVRUE�KHDW
IURP� WKH� DUWHULHV� UHVSRQVLEOH� IRU� WUDQVSRUWLQJ� EORRG� WR� WKH� EUDLQ�� 7KLV
FRROLQJ� V\VWHP� PD\� EH� ZK\� KXPDQV�� XQOLNH� VR� PDQ\� PDPPDOV�� FDQ
VXVWDLQ�FRUH�WHPSHUDWXUHV�DERYH�WKH����&��������)��OLPLW���
$W� WKLV� SRLQW�� \RX�PLJKW� EH� WKLQNLQJ� WKDW� DOO� WKHVH� IHDWXUHV� RI� RXU



ERGLHV� DUH� FOHDUO\� DGDSWLYH�� VR�ZK\�ZRXOG� ,� WKLQN� WKDW� LW�ZDV� FXOWXUDO
HYROXWLRQ� WKDW� FUHDWHG� WKH� FRQGLWLRQV� WKDW� OHG� WR� WKH� HYROXWLRQ� RI� RXU
VSHFLHV·� UXQQLQJ� DGDSWDWLRQV�� 7R� JHW� DW� WKLV� SRLQW�� OHW·V� ORRN� DW� WKUHH
DVSHFWV� RI� WKLV� DGDSWLYH� GHVLJQ� PRUH� FORVHO\�� )LUVW�� UHDOO\� SXWWLQJ� RXU
HQGXUDQFH�DELOLWLHV� LQWR�DFWLRQ��ZKHUH� WKH\�JLYH�XV� WKH�ELJJHVW� VXUYLYDO
DGYDQWDJH�� UHTXLUHV� UXQQLQJ� IRU� KRXUV� LQ� WKH� KHDW� RI� WKH� GD\� LQ� WKH
WURSLFV�� :KHQ� RXU� HYDSRUDWLYH� FRROLQJ� V\VWHP� NLFNV� LQWR� RYHUGULYH�� D
SULPH�DWKOHWH�ZLOO�EHJLQ�VZHDWLQJ�RXW���WR���OLWHUV�SHU�KRXU��ZLWK���OLWHUV
EHLQJ�ZHOO�ZLWKLQ�RXU�ERGLHV·�FDSDFLW\��7KLV�V\VWHP�FDQ�UXQ��DQG�NHHS�XV
UXQQLQJ�� IRU� PDQ\� KRXUV� SURYLGHG� LW� GRHVQ·W� UXQ� VKRUW� RI� D� FULWLFDO
LQJUHGLHQW³ZDWHU�� 6R�� ZKHUH·V� WKH� JHQHWLFDOO\� HYROYHG� ZDWHU� VWRUDJH
V\VWHP�RU�WDQN"
+RUVHV��ZKLFK�DV� ,�PHQWLRQHG�FDQ�FRPSHWH�ZLWK�XV� IRU�GLVWDQFH��GR

KDYH� WKH�DELOLW\� WR� VWRUH� ODUJH�DPRXQWV�RI�ZDWHU��%\�FRQWUDVW��QRW�RQO\
DUH�KXPDQV�XQDEOH�WR�FRQVXPH�DQG�VWRUH�ODUJH�DPRXQWV�RI�ZDWHU��EXW�ZH
DUH�DFWXDOO\�UHODWLYHO\�SRRU�K\GUDWRUV�FRPSDUHG�WR�RWKHU�DQLPDOV��:KLOH
D�GRQNH\�FDQ�GULQN���� OLWHUV� LQ���PLQXWHV��ZH� WRS�RXW�DW��� OLWHUV� LQ���
PLQXWHV� �FDPHOV�GR����� OLWHUV� LQ� WKH� VDPH� WLPH���+RZ�FDQ� WKLV� FUXFLDO
HOHPHQW�EH�PLVVLQJ�IURP�RXU�WKHUPRUHJXODWRU\�V\VWHP"�,V�RXU�RWKHUZLVH
HOHJDQW�UXQQLQJ�GHVLJQ�IDWDOO\�IODZHG"��
7KH�DQVZHU� LV� WKDW�FXOWXUDO�HYROXWLRQ�VXSSOLHG�ZDWHU�FRQWDLQHUV�DQG

ZDWHU�ILQGLQJ� NQRZ�KRZ�� $PRQJ� HWKQRJUDSKLFDOO\� NQRZQ� IRUDJLQJ
SRSXODWLRQV��KXQWHUV�FDUU\�ZDWHU�LQ�JRXUGV��VNLQV��DQG�RVWULFK�HJJV��6XFK
FRQWDLQHUV� DUH� XVHG� LQ� FRQMXQFWLRQ� ZLWK� GHWDLOHG�� ORFDO�� FXOWXUDOO\
WUDQVPLWWHG� NQRZOHGJH� DERXW� ZKHUH� DQG� KRZ� WR� ORFDWH� ZDWHU�� ,Q� WKH
.DODKDUL�'HVHUW�RI�VRXWKHUQ�$IULFD��IRUDJHUV�XVH�RVWULFK�HJJV�DV�FDQWHHQV
�ZDWHU� FRQWDLQHUV��� ZKLFK� NHHS� WKH� ZDWHU� UHIUHVKLQJO\� FRRO�� RU
RFFDVLRQDOO\�XVH�WKH�VWRPDFK�VDFV�RI�VPDOO�DQWHORSHV��7KH\�DOVR�XVH�ORQJ
UHHG�VWUDZV�WR�VXFN�ZDWHU�IURP�KROORZ�WUHH�WUXQNV��ZKHUH�LW�FROOHFWV��DQG
WKH\�FDQ�UHDGLO\�ORFDWH�ZDWHU�EHDULQJ�URRWV�E\�VSRWWLQJ�FHUWDLQ�GU\�ZLVS\
YLQHV�� ,Q� $XVWUDOLD�� KXQWHU�JDWKHUHUV� FUHDWHG� ZDWHU� FRQWDLQHUV� XVLQJ� D
WHFKQLTXH�WKDW�LQYROYHG�WXUQLQJ�VPDOO�PDPPDOV�´LQVLGH�RXWµ��VHH�ILJXUH
������ /LNH� WKH� .DODKDUL� IRUDJHUV�� WKH\� DOVR� XVHG� VXUIDFH� VLJQV� WR� ORFDWH
KLGGHQ� XQGHUJURXQG� ZDWHU� VRXUFHV�� 7KHVH� WHFKQLTXHV� DUH� QRQREYLRXV�
UHFDOO� WKDW� %XUNH� DQG� :LOOV� EHFDPH� WUDSSHG� DORQJ� &RRSHUV� &UHHN� IRU
ZDQW�RI�VXFK�NQRZ�KRZ�
7KLV� UHDVRQLQJ�VXJJHVWV� WKDW� WKH�HYROXWLRQ�RI�RXU� IDQF\�VZHDW�EDVHG



WKHUPRUHJXODWRU\� V\VWHPV� FRXOG� WDNH� RII� RQO\� DIWHU� FXOWXUDO� HYROXWLRQ
JHQHUDWHG�WKH�NQRZ�KRZ�IRU�PDNLQJ�ZDWHU�FRQWDLQHUV�DQG�ORFDWLQJ�ZDWHU
VRXUFHV� LQ�GLYHUVH�HQYLURQPHQWV��7KH�VXLWH�RI�DGDSWDWLRQV�WKDW�PDNH�XV
VWXQQLQJ�HQGXUDQFH�UXQQHUV�LV�DFWXDOO\�SDUW�RI�D�FRHYROXWLRQDU\�SDFNDJH
LQWR�ZKLFK�FXOWXUH�GHOLYHUHG�D�FULWLFDO�LQJUHGLHQW��ZDWHU�



WKH� ORQHUV�� VLQFH� WKH\� UHO\� RQ� VFHQW�� QRW� VLJKW� DQG� VSRRU�� 3HUKDSV� QRW
VXUSULVLQJO\��IRUDJHUV�FDQ�VSRW�KHDW�VWURNH�LQ�RWKHU�SHRSOH�DQG�NQRZ�KRZ
WR�WUHDW�LW��DV�WKH\�GLG�ZLWK�RQH�DQWKURSRORJLVW�ZKR�WULHG�WR�NHHS�XS�ZLWK
WKH�ORFDOV��DQ�RFFXSDWLRQDO�KD]DUG����
)LQDOO\��WR�DFKLHYH�D�UXQQLQJ�IRUP�WKDW�PD[LPL]HV�ERWK�SHUIRUPDQFH

DQG�IUHHGRP�IURP�LQMXU\��KXPDQV�QHHG�WR�UHO\�RQ�VRPH�FXOWXUDO�OHDUQLQJ�
RQ� WRS� RI� PXFK� LQGLYLGXDO� SUDFWLFH�� 7KH� HYROXWLRQDU\� ELRORJLVW� DQG
DQDWRPLVW� 'DQ� /LHEHUPDQ� KDV� VWXGLHG� ORQJ�GLVWDQFH� EDUHIRRW� DQG
PLQLPDOO\�VKRG�UXQQLQJ�LQ�FRPPXQLWLHV�DURXQG�WKH�JOREH��:KHQ�KH�DVNV
UXQQHUV�RI� DOO� DJHV�KRZ� WKH\� OHDUQHG� WR� UXQ�� WKH\�QHYHU� VD\� WKH\� ´MXVW
NQHZ�KRZ�µ�,QVWHDG��WKH\�RIWHQ�QDPH�RU�SRLQW�WR�DQ�ROGHU��KLJKO\�VNLOOHG�
DQG�PRUH�SUHVWLJLRXV�PHPEHU�RI�WKHLU�JURXS�RU�FRPPXQLW\�DQG�VD\�WKH\
MXVW�ZDWFK�KLP�DQG�GR�ZKDW�KH�GRHV��:H�DUH�VXFK�D�FXOWXUDO�VSHFLHV�WKDW
ZH·YH� FRPH� WR� UHO\� RQ� OHDUQLQJ� IURP�RWKHUV� HYHQ� WR� ILJXUH�RXW�KRZ� WR
UXQ�LQ�ZD\V�WKDW�EHVW�KDUQHVV�RXU�DQDWRPLFDO�DGDSWDWLRQV���

7KLQNLQJ�DQG�/HDUQLQJ�DERXW�3ODQWV�DQG�$QLPDOV
2YHU� JHQHUDWLRQV�� FXOWXUDO� HYROXWLRQ� JHQHUDWHV� D� ODUJH�� DQG� SRWHQWLDOO\
HYHU� H[SDQGLQJ�� ERG\� RI� NQRZOHGJH� DERXW� SODQWV� DQG� DQLPDOV�� 7KLV
NQRZOHGJH�� DV�ZH� VDZ�ZLWK� RXU� ORVW� (XURSHDQ� H[SORUHUV�� LV� FUXFLDO� IRU
VXUYLYDO�� *LYHQ� WKH� FULWLFDOLW\� RI� WKLV� NQRZOHGJH�� ZH� VKRXOG� H[SHFW
KXPDQV� WR� EH� HTXLSSHG� IURP� D� \RXQJ� DJH�ZLWK� SV\FKRORJLFDO� DELOLWLHV
DQG�PRWLYDWLRQV�WR�DFTXLUH��VWRUH��RUJDQL]H��H[WHQG��YLD� LQIHUHQFH���DQG
UHWUDQVPLW� WKLV� LQIRUPDWLRQ�� ,Q� IDFW�� ZH� KXPDQV� KDYH� DQ� LPSUHVVLYH
IRONELRORJLFDO� FRJQLWLYH� V\VWHP� IRU� GHDOLQJ�ZLWK� LQIRUPDWLRQ� DERXW� SODQWV
DQG�DQLPDOV��0XFK�UHVHDUFK�E\�DQWKURSRORJLVWV�DQG�SV\FKRORJLVWV�� VXFK
DV�WKH�G\QDPLF�GXR�RI�6FRWW�$WUDQ�DQG�'RXJ�0HGLQ��ZRUNLQJ�LQ�GLYHUVH
KXPDQ� SRSXODWLRQV� KDYH� VKRZQ� WKDW� WKHVH� FRJQLWLYH� V\VWHPV� KDYH
VHYHUDO� LQWHUHVWLQJ� SURSHUWLHV�� &KLOGUHQ� UDSLGO\� RUJDQL]H� LQIRUPDWLRQ
DERXW� SODQWV� DQG� DQLPDOV� LQWR� ���� HVVHQWLDOL]HG� FDWHJRULHV� �H�J��� ´FREUDVµ
DQG� ´SHQJXLQVµ�� HPEHGGHG� LQ� ����KLHUDUFKLFDO� �WUHHOLNH�� WD[RQRPLHV� WKDW
SHUPLW� LQIHUHQFHV� XVLQJ� ���� FDWHJRU\�EDVHG� LQGXFWLRQ� DQG� ���� WD[RQRPLF
LQKHULWDQFH�
7KHVH�DUH�IDQF\�FRJQLWLYH�VFLHQFH�WHUPV�IRU�UDWKHU�LQWXLWLYH�LGHDV��,Q

XVLQJ�HVVHQWLDOL]HG�FDWHJRULHV��OHDUQHUV�LPSOLFLWO\�DVVXPH�WKDW�PHPEHUVKLS
LQ�D�FDWHJRU\��VD\��´FDWVµ��UHVXOWV�IURP�VRPH�KLGGHQ�HVVHQFH�GHHS�LQVLGH

Brad DeLong



WKDW�DOO�PHPEHUV� VKDUH��7KLV�HVVHQFH�FDQQRW�EH� UHPRYHG�E\� VXSHUILFLDO
FKDQJHV�WR�DQ�LQGLYLGXDO��)RU�H[DPSOH��VXSSRVH�\RX�RSHUDWH�RQ�D�FDW�DQG
WKHQ�SDLQW�LW�VR�WKDW�WKLV�LQGLYLGXDO�QRZ�ORRNV�H[DFWO\�OLNH�D�VNXQN��,V�LW�D
FDW�RU�D�VNXQN"�2U��VRPHWKLQJ�QHZ��OLNH�D�´VNDWµ�RU�´FXQNµ"�&KLOGUHQ�DQG
DGXOWV�ZLOO�W\SLFDOO\�VD\�WKDW�LW�LV�VWLOO�D�FDW�ZKLFK�FXUUHQWO\�ORRNV�OLNH�D
VNXQN��%\�FRQWUDVW��LI�D�WDEOH�LV�GLVPDQWOHG�DQG�UHFRQVWUXFWHG�DV�D�FKDLU�
QR�RQH�WKLQNV�LW·V�VWLOO�D�WDEOH��,W�´LVµ�ZKDW�LW�´GRHV�µ�8VLQJ�FDWHJRU\�EDVHG
LQGXFWLRQ� OHDUQHUV� FDQ� UHDGLO\� H[WHQG� LQIRUPDWLRQ� OHDUQHG� DERXW� RQH
SDUWLFXODU� FDW� WR� DOO� FDWV³LI� \RX� VHH� )HOL[� JR� FUD]\� RYHU� FDWQLS�� \RX
UHDGLO\� LQIHU� WKDW� DOO� FDWV�ZLOO� OLNHO\� VLPLODUO\� UHVSRQG� WR� FDWQLS�� 7KHVH
HVVHQWLDOL]HG� FDWHJRULHV� DUH� DVVHPEOHG�� RYHU� GHYHORSPHQW� DQG� FXOWXUDO
HYROXWLRQ�� LQWR� LQFUHDVLQJO\�FRPSOH[�KLHUDUFKLFDO� WD[RQRPLHV��DV� VKRZQ
LQ�ILJXUH������:LWK� VXFK� WD[RQRPLHV� LQ�PLQG�� FDWHJRU\�EDVHG� LQGXFWLRQ
DOORZV� SHRSOH� WR� XVH� WKHLU� NQRZOHGJH� RI� RQH� FDWHJRU\�� VD\
´FKLPSDQ]HHV�µ� WR� PDNH� LQIHUHQFHV� DERXW� RWKHU� FDWHJRULHV�� 7KH
FRQILGHQFH�RQH�SXWV� LQ� WKHVH� LQIHUHQFHV�GHSHQGV�RQ� WKH� UHODWLRQVKLS� LQ
RQH·V�PHQWDO�WD[RQRP\��)RU�H[DPSOH��NQRZLQJ�D�IDFW�DERXW�FKLPSDQ]HHV
�H�J���WKDW�WKH\�QXUVH�WKHLU�LQIDQWV���RQH�FDQ�UHDGLO\�LQIHU�WKDW�ZROI�PRPV
DOVR�SUREDEO\�QXUVH�EDE\�ZROYHV��VLQFH�ERWK�DUH�W\SHV�RI�PDPPDOV��7KH
WUHH�RI�UHODWLRQVKLSV�DOVR�DOORZV�XV�WR�XVH�WD[RQRPLF�LQKHULWDQFH�� OHDUQHUV
PD\� ILQG� RXW� WKDW� RQH� RI� WKHLU� KLJKHU�OHYHO� FDWHJRULHV�� OLNH� ´ELUGV�µ
SRVVHVVHV�SDUWLFXODU� WUDLWV�� VXFK�DV� OD\LQJ�HJJV�RU�KDYLQJ�KROORZ�ERQHV�
:KHQ�WKH\�HQFRXQWHU�D�QHZ�W\SH�RI�ELUG��VD\�D�URELQ�� WKH\�FDQ�UHDGLO\
LQIHU� WKDW� LW� OLNHO\� OD\V� HJJV� DQG� KDV� KROORZ� ERQHV� ZLWKRXW� H[SOLFLWO\
OHDUQLQJ�WKHVH�IDFWV�DERXW�URELQV���



)LJXUH������'LDJUDP�LOOXVWUDWLQJ�DVSHFWV�RI�IRONELRORJLFDO�WKLQNLQJ�

7KRXJK�WKHVH�SDWWHUQV�RI�WKLQNLQJ�DUH�TXLWH�FRQVLVWHQW�DFURVV�GLYHUVH
VPDOO�VFDOH� VRFLHWLHV�� LW·V�ZRUWK�QRWLQJ� WKDW�:HVWHUQ�� XUEDQ�SRSXODWLRQV
DSSHDU� WR� KDYH� VRPH� DQRPDOLHV� LQ� WKHLU� IRONELRORJLFDO� SV\FKRORJ\�� ,Q
VPDOO�VFDOH�VRFLHWLHV��SHRSOH�W\SLFDOO\�XVH��DQG�FKLOGUHQ�ILUVW�OHDUQ��IRFDO
FDWHJRULHV� �VHH� ILJXUH� ����� OLNH� ´URELQ�µ� ´ZROI�µ� DQG� ´FKLPSDQ]HH�µ� %XW
WKH� XUEDQ�OLYLQJ� FKLOGUHQ� DQG� XQLYHUVLW\� VWXGHQWV� WKDW� SV\FKRORJLVWV
W\SLFDOO\� VWXG\�XVH�ZKDW�DUH�FDOOHG�´OLIH�IRUP�OHYHOµ�FDWHJRULHV�� VXFK�DV
´ELUGµ� DQG� ´ILVK�µ� 0RUHRYHU�� WKHVH� XUEDQLWHV� VHHP� WR� SUHIHUHQWLDOO\
UHDVRQ�IURP�ZKDW�WKH\�NQRZ�DERXW�KXPDQV�WR�RWKHU�VSHFLHV��UDWKHU�WKDQ
MXVW�SRVLWLRQLQJ�KXPDQV�ZLWKLQ�WKH�WD[RQRP\�DQG�WUHDWLQJ�WKHP�OLNH�DQ\
RWKHU� DQLPDO�� &RPSDUDWLYH� VWXGLHV� ZLWK� 0D\D� FKLOGUHQ�� DV� ZHOO� DV
$PHULFDQV� OLYLQJ� LQ� UXUDO� DUHDV�� KDYH� VXJJHVWHG� ZK\�� XUEDQ� FKLOGUHQ
UHFHLYH� YHU\� OLWWOH� FXOWXUDO� LQSXW� RQ� SODQWV� DQG� DQLPDOV�� WKXV�� WKH� RQO\
FULWWHUV� WKH\� NQRZ� PXFK� DERXW� DUH� KXPDQV�� ,Q� HVVHQFH�� XUEDQL]HG
:HVWHUQ� IRONELRORJLFDO� V\VWHPV� DUH�PDOIXQFWLRQLQJ� GXH� WR� D� SRYHUW\� RI
LQSXW�GXULQJ�FRJQLWLYH�GHYHORSPHQW���
7KLV� SRZHUIXO� FRJQLWLYH� V\VWHP� RUJDQL]HV� WKH� YDVW� ERG\� RI

LQIRUPDWLRQ� WKDW� LQGLYLGXDOV� JUDGXDOO\� SLFN� XS� YLD� ERWK� FXOWXUDO
WUDQVPLVVLRQ� DQG� LQGLYLGXDO� H[SHULHQFH� GXULQJ� WKHLU� OLYHV���� 2I� FRXUVH�
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,I�\RX�FUHDWH�D�JOREDO�PDS�RI�H\H�FRORU�EXW�SXW�DVLGH�WKH�PLJUDWLRQV�RI
SHRSOHV�LQ�WKH�ODVW�IHZ�KXQGUHG�\HDUV��\RX�ZLOO�VHH�WKDW�OLJKW�H\HV³EOXH
DQG�JUHHQ³DUH�FRPPRQ�RQO\� LQ�D�UHJLRQ�FHQWHUHG�RQ�WKH�%DOWLF�6HD� LQ
1RUWKHUQ� (XURSH�� 0HDQZKLOH�� DOPRVW� HYHU\RQH� HOVH� LQ� WKH� ZRUOG� KDV
EURZQ� H\HV�� DQG� WKHUH·V� JRRG� UHDVRQ� WR� EHOLHYH� WKDW� EURZQ� H\HV� ZHUH
XQLYHUVDO�� RU� QHDUO\� VR�� SULRU� WR� WKH� HPHUJHQFH� RI� WKLV� SDWWHUQ� RI� H\H
FRORU��+HUH·V� WKH�SX]]OH��ZK\�DUH� OLJKW�H\HV�GLVWULEXWHG� LQ� WKLV�SHFXOLDU
ZD\"�
7R�XQGHUVWDQG�WKLV��ZH�QHHG�ILUVW�WR�FRQVLGHU�KRZ�FXOWXUH�KDV�VKDSHG

JHQHV� IRU� VNLQ� FRORU� RYHU� WKH� ODVW� ��� PLOOHQQLD�� 0XFK� HYLGHQFH� QRZ
LQGLFDWHV�WKDW�WKH�VKDGHV�RI�VNLQ�FRORU�IRXQG�DPRQJ�GLIIHUHQW�SRSXODWLRQV
³IURP�GDUN�WR�OLJKW³DFURVV�WKH�JOREH�UHSUHVHQW�D�JHQHWLF�DGDSWDWLRQ�WR
WKH� LQWHQVLW\� DQG� IUHTXHQF\� RI� H[SRVXUH� WR� XOWUDYLROHW� OLJKW�� LQFOXGLQJ
ERWK� 89$� DQG� 89%�� 1HDU� WKH� HTXDWRU�� ZKHUH� WKH� VXQ� LV� LQWHQVH� \HDU�
URXQG��QDWXUDO�VHOHFWLRQ�IDYRUV�GDUNHU�VNLQ��DV�VHHQ�LQ�SRSXODWLRQV�QHDU
WKH�HTXDWRU� LQ�$IULFD��1HZ�*XLQHD��DQG�$XVWUDOLD��7KLV� LV�EHFDXVH�ERWK
89$�DQG�89%� OLJKW� FDQ�GLVPDQWOH� WKH� IRODWH�SUHVHQW� LQ�RXU� VNLQ� LI�QRW
LPSHGHG�RU�EORFNHG�E\�PHODQLQ��)RODWH�LV�FUXFLDO�GXULQJ�SUHJQDQF\��DQG
LQDGHTXDWH�OHYHOV�FDQ�UHVXOW�LQ�VHYHUH�ELUWK�GHIHFWV�OLNH�VSLQD�ELILGD��7KLV
LV�ZK\�SUHJQDQW�ZRPHQ�DUH�WROG�E\�WKHLU�SK\VLFLDQV�WR�WDNH�IROLF�DFLG��,Q
PHQ��IRODWH�LV�LPSRUWDQW�LQ�VSHUP�SURGXFWLRQ��3UHYHQWLQJ�WKH�ORVV�RI�WKLV
UHSURGXFWLYHO\� YDOXDEOH� IRODWH�PHDQV� DGGLQJ�SURWHFWLYH�PHODQLQ� WR� RXU
HSLGHUPLV��ZKLFK�KDV�WKH�VLGH�HIIHFW�RI�GDUNHQLQJ�RXU�VNLQ��
7KH� WKUHDW� IURP� LQWHQVH� 89� OLJKW� WR� RXU� IRODWH� GLPLQLVKHV� IRU

SRSXODWLRQV�IDUWKHU�IURP�WKH�HTXDWRU��+RZHYHU��D�QHZ�SUREOHP�SRSV�XS�
EHFDXVH�GDUNHU�VNLQQHG�SHRSOH�IDFH�D�SRWHQWLDO�YLWDPLQ�'�GHILFLHQF\��2XU
ERGLHV� XVH�89%� OLJKW� WR� V\QWKHVL]H� YLWDPLQ�'�� $W� KLJKHU� ODWLWXGHV�� WKH
SURWHFWLYH�PHODQLQ�LQ�GDUN�VNLQ�FDQ�EORFN�WRR�PXFK�RI�WKH�89%�OLJKW�DQG



WKHUHE\�LQKLELW�WKH�V\QWKHVLV�RI�YLWDPLQ�'��7KLV�YLWDPLQ�LV�LPSRUWDQW�IRU
WKH� SURSHU� IXQFWLRQLQJ� RI� WKH� EUDLQ�� KHDUW�� SDQFUHDV�� DQG� LPPXQH
V\VWHP��,I�D�SHUVRQ·V�GLHW�ODFNV�RWKHU�VLJQLILFDQW�VRXUFHV�RI�WKLV�YLWDPLQ�
WKHQ� KDYLQJ� GDUN� VNLQ� DQG� OLYLQJ� DW� KLJK� ODWLWXGHV� LQFUHDVHV� RQH·V
FKDQFHV� RI� H[SHULHQFLQJ� D� ZKROH� UDQJH� RI� KHDOWK� SUREOHPV�� LQFOXGLQJ�
PRVW�QRWDEO\��ULFNHWV��$�WHUULEOH�FRQGLWLRQ��HVSHFLDOO\�LQ�FKLOGUHQ��ULFNHWV
FDXVHV�PXVFOH�ZHDNQHVV��ERQH�DQG� VNHOHWDO�GHIRUPLWLHV�� ERQH� IUDFWXUHV�
DQG�PXVFOH�VSDVPV��7KXV��OLYLQJ�DW�KLJK�ODWLWXGHV�ZLOO�RIWHQ�IDYRU�JHQHV
IRU�OLJKWHU�VNLQ��1RW�VXUSULVLQJ�IRU�D�FXOWXUDO�VSHFLHV��PDQ\�KLJK�ODWLWXGH
SRSXODWLRQV� RI� KXQWHU�JDWKHUHUV� �DERYH� ���²���� ODWLWXGH��� VXFK� DV� WKH
,QXLW�� FXOWXUDOO\� HYROYHG� DGDSWLYH� GLHWV� EDVHG� RQ� ILVK� DQG� PDULQH
DQLPDOV�� VR� WKH� VHOHFWLRQ� SUHVVXUHV� RQ� JHQHV� WR� UHGXFH� WKH�PHODQLQ� LQ
WKHLU� VNLQ�ZHUH� QRW� DV� SRWHQW� DV� WKH\�ZRXOG� KDYH� EHHQ� LQ� SRSXODWLRQV
ODFNLQJ�VXFK�UHVRXUFHV��,I�WKHVH�UHVRXUFHV�ZHUH�WR�GLVDSSHDU�IURP�WKH�GLHW
RI� VXFK� QRUWKHUQ� SRSXODWLRQV�� VHOHFWLRQ� IRU� OLJKW� VNLQ� ZRXOG� LQWHQVLI\
GUDPDWLFDOO\�
$PRQJ� UHJLRQV� RI� WKH� JOREH� DERYH� ���²���� ODWLWXGH� �H�J��� PXFK� RI

&DQDGD���WKH�DUHD�DURXQG�WKH�%DOWLF�6HD�ZDV�DOPRVW�XQLTXH�LQ�LWV�DELOLW\
WR�VXSSRUW�HDUO\�DJULFXOWXUH��6WDUWLQJ�DURXQG������\HDUV�DJR��D�FXOWXUDO
SDFNDJH� RI� FHUHDO� FURSV� DQG� DJULFXOWXUDO� NQRZ�KRZ� JUDGXDOO\� VSUHDG
IURP�WKH�VRXWK�DQG�ZDV�DGDSWHG�WR�WKH�%DOWLF�HFRORJ\��(YHQWXDOO\��SHRSOH
EHFDPH�SULPDULO\�GHSHQGHQW�RQ� IDUPHG� IRRGV�DQG� ODFNHG�DFFHVV� WR� WKH
ILVK� DQG� RWKHU� YLWDPLQ�'�ULFK� IRRG� VRXUFHV� WKDW� ORFDO� KXQWHU�JDWKHUHU
SRSXODWLRQV�KDG�ORQJ�HQMR\HG��$V�D�FRQVHTXHQFH�RI�WKLV�FRPELQDWLRQ�RI
OLYLQJ�DW�KLJK�ODWLWXGH�DQG�D�ODFN�RI�YLWDPLQ�'��QDWXUDO�VHOHFWLRQ�NLFNHG
LQ� WR� IDYRU� JHQHV� IRU� UHDOO\� OLJKW� VNLQ�� VR� DV� WR� PD[LPL]H� ZKDWHYHU
YLWDPLQ�'�FRXOG�EH�V\QWKHVL]HG�XVLQJ�89%�OLJKW�
1DWXUDO� VHOHFWLRQ� ZRXOG� KDYH� RSHUDWHG� RQ�PDQ\� GLIIHUHQW� JHQHV� WR

IDYRU�YHU\� OLJKW� VNLQ�DPRQJ� FHUHDO�HDWLQJ�%DOWLF�SHRSOHV�� EHFDXVH� WKHUH
DUH� PDQ\� JHQHWLF� URXWHV� WR� UHGXFH� PHODQLQ� LQ� RXU� VNLQ�� 2QH� RI� WKRVH
JHQHV� LV� FDOOHG� +(5&�� ZKLFK� LV� ORFDWHG� RQ� FKURPRVRPH� ���� +(5&�
LQKLELWV�� RU� VXSSUHVVHV�� WKH� SURGXFWLRQ� RI� D� SURWHLQ� E\� D� QHDUE\� JHQH
FDOOHG�2&$���6XSSUHVVLRQ�RI�WKH�V\QWKHVLV�RI�WKLV�SURWHLQ��ZKLFK�RFFXUV
WKURXJK�D�ORQJ�DQG�FRPSOLFDWHG�VHW�RI�ELRFKHPLFDO�SDWKZD\V��UHVXOWV�LQ
OHVV�PHODQLQ�LQ�SHRSOH·V�VNLQ��+RZHYHU��XQOLNH�RWKHU�JHQHV�WKDW�LQIOXHQFH
VNLQ�FRORU�DW�RWKHU�SODFHV�LQ�WKRVH�SDWKZD\V��+(5&��XVXDOO\�FDXVHV�OLJKW
H\HV�EHFDXVH�LW�DOVR�UHGXFHV�WKH�PHODQLQ�LQ�LULVHV��%OXH�DQG�JUHHQ�H\HV�



WKHQ��DUH�D�VLGH�HIIHFW�RI�QDWXUDO�VHOHFWLRQ�IDYRULQJ�JHQHV�IRU�OLJKWHU�VNLQ
DPRQJ�FHUHDO�GHSHQGHQW�SRSXODWLRQV� OLYLQJ�DW�KLJK� ODWLWXGHV�� ,I�FXOWXUDO
HYROXWLRQ� KDGQ·W� SURGXFHG� DJULFXOWXUH�� DQG� VSHFLILFDOO\� WHFKQLTXHV� DQG
WHFKQRORJLHV�VXLWDEOH�IRU�KLJKHU�ODWLWXGHV��WKHQ�WKHUH�ZRXOG�EH�QR�EOXH�RU
JUHHQ� H\HV��� ,Q� DOO� OLNHOLKRRG� WKHQ�� WKLV� JHQHWLF� YDULDQW� RQO\� VWDUWHG
VSUHDGLQJ�ZLWKLQ� WKH� ODVW� VL[�PLOOHQQLD�� DIWHU� DJULFXOWXUH� DUULYHG� LQ� WKH
%DOWLF�UHJLRQ�
7KH� SRLQW� RI� WKLV� H[DPSOH� LV� WKLV�� FXOWXUDO� HYROXWLRQ� FDQ� VKDSH� RXU

HQYLURQPHQWV��DQG�FRQVHTXHQWO\��LW�FDQ�GULYH�JHQHWLF�HYROXWLRQ��,Q�FDVHV
RI�UHFHQW�FXOWXUH�JHQH�FRHYROXWLRQ��LQ�ZKLFK�WKH�UHOHYDQW�JHQHV�KDYH�QRW
VSUHDG�WR�UHSODFH�DOO�RU�PRVW�FRPSHWLQJ�JHQHWLF�YDULDQWV��ZH�FDQ�LVRODWH
WKH� FDXVHV� DQG� HIIHFWV� DQG� VRPHWLPHV� HYHQ� ILQJHU� WKH� VSHFLILF� JHQHV
EHLQJ�IDYRUHG��7KLV� LV� LPSRUWDQW�EHFDXVH�VRPH�UHVHDUFKHUV�KDYH�DUJXHG
WKDW� FXOWXUH� FRXOG� QHYHU� EH� VWURQJ� HQRXJK� IRU� ORQJ� HQRXJK� WR� GULYH
JHQHWLF� HYROXWLRQ�� 5HFHQWO\�� KRZHYHU�� QHZ� PDWKHPDWLFDO� PRGHOV� DQG
PRXQWLQJ� HYLGHQFH� IURP� WKH� KXPDQ� JHQRPH� SURYLGH� D� FOHDU�� LI� RQO\
SUHOLPLQDU\��DQVZHU��1RW�RQO\�KDV�FXOWXUH�GULYHQ�VSHFLILF�JHQHV�WR�KLJK
IUHTXHQF\� LQ� VRPH� SRSXODWLRQV� LQ� WKH� ODVW� WHQ� PLOOHQQLD�� EXW� LQ� IDFW�
VRPHWLPHV� FXOWXUDO� HYROXWLRQ� FDQ� FUHDWH� VHOHFWLRQ� SUHVVXUHV� PRUH
SRZHUIXO� WKDQ� VHHQ� HOVHZKHUH� LQ� QDWXUH�� 6RPHWLPHV�� FXOWXUH� FDWDO\]HV
DQG�GULYHV�PRUH�UDSLG�JHQHWLF�HYROXWLRQ�
7R�EH�FOHDU�� WKLV�ERRN� LV�DERXW�KRZ�FXOWXUH�GURYH�JHQHWLF�HYROXWLRQ

GXULQJ�WKH�HPHUJHQFH�RI�RXU�VSHFLHV��,W·V�DERXW�KXPDQ�QDWXUH��QRW�DERXW
WKH� JHQHWLF� GLIIHUHQFHV� DPRQJ� FXUUHQW� SRSXODWLRQV� LQ� RXU� VSHFLHV� QRZ�
+RZHYHU�� ,·P� JRLQJ� WR� XVH� WKH� IDFW� WKDW� FXOWXUH�JHQH� FRHYROXWLRQ
FRQWLQXHV�WRGD\��ZLWK�PDQ\�FXOWXUH�JHQH�LQWHUDFWLRQV�VWLOO�LQ�SURJUHVV�LQ
RXU�VSHFLHV��WR�LOOXVWUDWH�WKH�SRZHU�RI�FXOWXUH�WR�VKDSH�WKH�JHQRPH��$VLGH
IURP�WKLV�FKDSWHU��,·OO�RQO\�RFFDVLRQDOO\�EH�DEOH�WR�OLQN�VSHFLILF�JHQHV�WR
WKH� FXOWXUH�JHQH� FRHYROXWLRQDU\�SURFHVVHV�GHVFULEHG��7KLV� LV� IRU� VHYHUDO
UHDVRQV��)LUVW��PDQ\�RI�WKH�FRHYROXWLRQDU\�SURFHVVHV�,·P�IRFXVHG�RQ�DUH
´FRPSOHWHG�µ� VXFK� WKDW� WKH� WUDLWV� XQGHU� VHOHFWLRQ�GRQ·W� YDU\� DFURVV� RXU
VSHFLHV�� 7KLV� PHDQV� WKDW� ZH� FDQ·W� H[SORLW� WKH� YDULDWLRQ� DPRQJ
SRSXODWLRQV�� RU� ZKDW� LV� NQRZQ� DERXW� WKH� PRYHPHQWV� RI� SRSXODWLRQV
DURXQG� WKH� ZRUOG�� WR� LQIHU� WKH� XQGHUO\LQJ� FDXVHV� RI� WKH� VSUHDG� RI
SDUWLFXODU�JHQHWLF�YDULDQWV��6HFRQG��PDQ\�KXPDQ�WUDLWV�DUH�LQIOXHQFHG�E\
PDQ\� JHQHV� DW� GLIIHUHQW� ORFDWLRQV� LQ� RXU� FKURPRVRPHV�� 7KLV� PDNHV� LW
TXLWH� GLIILFXOW� WR� ILQJHU� VSHFLILF� JHQHWLF� YDULDQWV�� VLQFH� DQ\� RQH� YDULDQW
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PXVW� EH� JRRG� IRU� HYHU\RQH·V� FKLOGUHQ�� ,Q� ������ WKH� 1DWLRQDO� 6FKRRO
/XQFK� SURJUDP� UHTXLUHG� WKDW� IOXLG� PLON� EH� SDUW� RI� DQ\� VWXGHQW� OXQFK
IXQGHG� E\� WKH� SURJUDP�� 'HVSLWH� WKH� JURZLQJ� VFLHQWLILF� OLWHUDWXUH�
JRYHUQPHQW� HIIRUWV� FRQWLQXHG� WR� SURPRWH� PLON� GULQNLQJ� IRU� HYHU\RQH
LQWR�WKH�����V��$V�ODWH�DV�������WKH�WKHQ�6HFUHWDU\�RI�+HDOWK�DQG�+XPDQ
6HUYLFHV�HYHQ�DSSHDUHG�LQ�WKH�ZHOO�NQRZQ�*RW�0LON"�FRPPHUFLDOV��2YHU
WKH�\HDUV��PDQ\�RI� WKH� IDPRXV�VSRUWV�DQG�PXVLF�VWDUV�ZKR�DSSHDUHG� LQ
WKHVH�FRPPHUFLDOV�GRQQLQJ�PLON�PRXVWDFKHV�ZHUH�QRW��LQ�DOO�OLNHOLKRRG�
DFWXDOO\�DEOH�WR�GLJHVW�WKH�YHU\�EHYHUDJH�WKH\�ZHUH�SURPRWLQJ���

&XOWXUH�*HQH�5HYROXWLRQV
7KHVH� FDVHV� RI� FXOWXUH�GULYHQ� JHQHWLF� HYROXWLRQ� DUH� WKUHH� RI� WKH� EHVW
GRFXPHQWHG�H[DPSOHV�ZH�KDYH�� WKRXJK� WKHUH·V� HYHU\� UHDVRQ� WR� VXVSHFW
WKDW�WKH\�UHSUHVHQW�RQO\�WKH�WLS�RI�DQ�LFHEHUJ��7KH�HYROXWLRQDU\�ELRORJLVW
.HYLQ�/DODQG�DQG�KLV�FROODERUDWRUV�KDYH�DOUHDG\�ILQJHUHG�RYHU�����JHQHV
WKDW�KDYH�OLNHO\�EHHQ�XQGHU�VHOHFWLRQ��EDVHG�RQ�DQDO\VHV�RI�WKH�JHQRPH�
DQG� KDYH� DW� OHDVW� SODXVLEOH� FXOWXUDO� RULJLQV�� 7KHVH� JHQHV� LQIOXHQFH� DQ
LPPHQVH� VSHFWUXP� RI� WUDLWV� UDQJLQJ� IURP� GU\� HDUZD[� DQG� PDODULD
UHVLVWDQFH� WR� VNHOHWDO� GHYHORSPHQW� DQG� WKH� GLJHVWLRQ� RI� SODQW� WR[LQV���
:KDW�WKHVH�FDVHV�LOOXVWUDWH�IRU�RXU�SXUSRVHV�LV�DV�IROORZV�

��� � &XOWXUH� FDQ� H[HUW� D� SRZHUIXO� IRUFH� RQ� JHQHV�� GULYLQJ� JHQHWLF
HYROXWLRQ�� *HQH�FXOWXUH� SDFNDJHV� HPHUJH� DQG� VSUHDG� UDSLGO\�� DV
ZLWK�PLON�GULQNLQJ��EOXH�H\HV��DQG�ERR]H�DYRLGDQFH�

��� � ,Q� IDFW�� WKH�VHOHFWLRQ�SUHVVXUHV�FUHDWHG�E\�FXOWXUH�FDQ�EH�DPRQJ
WKH�PRVW�SRZHUIXO�REVHUYHG� LQ�QDWXUH��DQG�EURDG�JHQHWLF� VZHHSV
FDQ�RFFXU�LQ�WHQV�RI�WKRXVDQGV�RI�\HDUV��&XOWXUH�JHQH�FRHYROXWLRQ
FDQ�EH�UHPDUNDEO\�IDVW�

��� �:H� FDQ�SRLQW� WR� VSHFLILF� JHQHV� RQ�SDUWLFXODU� FKURPRVRPHV�� DQG
VRPHWLPHV� HYHQ� NQRZ� ZKLFK� PROHFXODU� EDVH� FKDQJHG�� 2QFH�
K\SRWKHWLFDO�JHQHV�KDYH�QRZ�EHHQ�SLQSRLQWHG�

��� � 2QFH� FXOWXUDO� HYROXWLRQ� FUHDWHV� WKH� VHOHFWLRQ� SUHVVXUHV�� QDWXUDO
VHOHFWLRQ�RIWHQ�PDQDJHV�WR�ILQG�DQG�IDYRU�VHYHUDO�GLIIHUHQW�JHQHWLF
YDULDQWV�WR�DGGUHVV�WKH�FKDOOHQJH�

��� � +RZHYHU�� VRPHWLPHV� FXOWXUDO� HYROXWLRQ� FDQ� VDS� WKH� VWUHQJWK� RI
VHOHFWLRQ�� DV� ZH� VDZ� IRU� SRSXODWLRQV� ZKR� UDSLGO\� GHYHORSHG
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FKHHVH�DQG�\RJXUW�PDNLQJ�WHFKQRORJ\�

2QH� FRQFHUQ� ZLWK� WKH� DERYH� H[DPSOHV� LV� WKDW� DOO� VWHP� IURP� WKH
HPHUJHQFH� RI� IRRG� SURGXFWLRQ³IURP� DJULFXOWXUH� DQG� DQLPDO
GRPHVWLFDWLRQ�� 3HUKDSV� WKLV� PDMRU� UHYROXWLRQ� LQ� KXPDQ� KLVWRU\� LV� D
XQLTXH� HYHQW� IURP�ZKLFK�ZH� FDQQRW�GUDZ�JHQHUDO� FRQFOXVLRQV"�7R� WKH
FRQWUDU\��P\�YLHZ�LV�WKDW�WKH�DJULFXOWXUDO�UHYROXWLRQ�MXVW�KDSSHQV�WR�EH
WKH�EHVW�WLPHG�UHYROXWLRQ�LQ�RUGHU�IRU�XV�WR�GHWHFW�LWV�FDXVHV�DQG�HIIHFWV
LQ� RXU� JHQRPH�� 7KH� LQGXVWULDO� UHYROXWLRQ� LV� WRR� UHFHQW�� DQG� WKH
UHYROXWLRQV� WKDW� SUHFHGHG� IRRG� SURGXFWLRQ� DUH� PXFK� ROGHU� DQG� WKXV
KDUGHU�WR�VWXG\��1HYHUWKHOHVV��WKHUH·V�HYHU\�UHDVRQ�WR�VXVSHFW�WKDW�WKHUH
ZDV�D�FRRNLQJ�DQG�ILUH�UHYROXWLRQ��D�SURMHFWLOH�ZHDSRQV�UHYROXWLRQ��DQG
D�VSRNHQ�ODQJXDJH�UHYROXWLRQ��DPRQJ�PDQ\�RWKHUV��$QG�DV�\RX�ZLOO�VHH
LQ� ODWHU� FKDSWHUV�� WHFKQRORJLFDOO\� GULYHQ� UHYROXWLRQV� DUH� SUREDEO\
XQGHUSLQQHG� E\� UHYROXWLRQV� LQ� IRUPV� RI� VRFLDO� RUJDQL]DWLRQ� RU
LQVWLWXWLRQV��7KH�DJULFXOWXUDO� UHYROXWLRQ� LV� MXVW� WKH�RQH� LQ� WKH� WHPSRUDO
VZHHW�VSRW�IRU�WRGD\·V�VFLHQFH�
7R�VHH�VRPHWKLQJ�RI�WKLV��FRQVLGHU�WKDW�FKLPSDQ]HHV�KDYH�WZR�FRSLHV

RI� WKH�$0<�� JHQH��EXW�KXPDQV�KDYH��RQ�DYHUDJH�� VL[� FRSLHV��7KH�JHQH
FRGHV� IRU� D� SURWHLQ³DP\ODVH³IRXQG� LQ� VDOLYD� WKDW� KHOSV� EUHDN� GRZQ
VWDUFK��7KH�H[WUD�FRSLHV�PHDQ�WKDW�KXPDQV��RQ�DYHUDJH��HQG�XS�KDYLQJ
VL[� WR� HLJKW� WLPHV�PRUH� DP\ODVH� LQ� WKHLU� VDOLYD� WKDQ� FKLPSDQ]HHV�� $OO
RWKHU� WKLQJV� HTXDO�� WKLV�PHDQV�ZH� DUH� EHWWHU� DW� VWDUFK� SURFHVVLQJ� WKDQ
FKLPSV�� 6R�� DIWHU� \RX� EHDW� WKDW� FKLPS� LQ� D� PDUDWKRQ�� \RX� VKRXOG
FKDOOHQJH�KLP�WR�D�SRWDWR�GLJHVWLQJ�FRQWHVW�
+XPDQ� SRSXODWLRQV�� KRZHYHU�� YDU\� LQ� WKH� QXPEHU� RI�$0<�� FRSLHV

WKH\�KDYH��3RSXODWLRQV�ZKR�KDYH� ORQJ�EHHQ�GHSHQGHQW�RQ�HDWLQJ�KLJK�
VWDUFK� GLHWV� KDYH� EHWZHHQ� ���� DQG� �� FRSLHV�� RQ� DYHUDJH�� 7KH� +DG]D�
$IULFDQ� KXQWHU�JDWKHUHUV�ZKR� OLYH� LQ� VDYDQQDK�ZRRGODQGV� DQG� UHO\� RQ
VWDUFK\�URRWV�DQG�WXEHUV��KDYH�WKH�PRVW��DW�DOPRVW���FRSLHV��RQ�DYHUDJH�
DQG� VRPH�+DG]D� KDYH� DV�PDQ\� DV� ��� FRSLHV�� (XURSHDQ�$PHULFDQV� DQG
-DSDQHVH� DUH� QRW� IDU� EHKLQG�� DW� ���� DQG� ���� FRSLHV�� %\� FRQWUDVW�
SRSXODWLRQV�ORQJ�GHSHQGHQW�RQ�ORZ�VWDUFK�GLHWV�KDYH�FRS\�FRXQWV�DURXQG
�����7KHVH�LQFOXGH�RWKHU�$IULFDQ�KXQWHU�JDWKHUV�ZKR�OLYH�LQ�WKH�WURSLFDO
IRUHVW� RI� WKH�&RQJR�EDVLQ� DQG�KHUGHUV� LQ� ERWK�$IULFD� DQG� FHQWUDO�$VLD�
ZKR�GHSHQG�SULPDULO\�RQ�VRPH�FRPELQDWLRQ�RI�PHDW��EORRG�� ILVK�� IUXLW�
LQVHFWV��VHHGV��DQG�KRQH\���



7KHVH� GLIIHUHQFHV� DUH� OLNHO\� SDUW� RI� D� ORQJ� DQG� PHDQGHULQJ
HYROXWLRQDU\� VWRU\� DQG� HPHUJHG� DV� RXU� DQFHVWRUV� VKLIWHG� WR� D� KHDY\
UHOLDQFH� RQ� XQGHUJURXQG� URRWV� DQG� WXEHUV� RYHU� D� PLOOLRQ� \HDUV� DJR�
+RZHYHU�� MXVW� KRZ� PXFK� SRSXODWLRQV� KDYH� GHSHQGHG� RQ� VWDUFK� VLQFH
WKHQ� KDV� EHHQ� LQIOXHQFHG� E\� D� FRPELQDWLRQ� RI� HFRORJ\� DQG� FXOWXUDO
HYROXWLRQ��LQFOXGLQJ�WKH�SUDFWLFHV��SUHIHUHQFHV��WHFKQRORJLHV��DQG�NQRZ�
KRZ�RI�GLIIHUHQW�SRSXODWLRQV��$V�ZH�VHH�IURP�WKH�H[DPSOHV�DERYH��JURXSV
FDQ� OLYH� UHODWLYHO\� FORVH� E\�� LQ� VLPLODU� HFRORJLHV�� EXW� VWLOO� PDLQWDLQ
GLIIHUHQW� QXPEHUV� RI�$0<�� JHQHV� EHFDXVH� WKH\� RSHUDWH� ZLWK� GLIIHUHQW
HFRQRPLF�SDFNDJHV�
7KHUH� LV� DOVR� HYLGHQFH� WKDW� FXOWXUDOO\� SUHVFULEHG� IRUPV� RI� VRFLDO

RUJDQL]DWLRQ�FDQ�VKDSH�RXU�JHQRPH��7KLV� LV� LPSRUWDQW�VLQFH�VRPH�KDYH
DUJXHG� WKDW� WKH� IRUPV� RI� VRFLDO� RUJDQL]DWLRQ� FUHDWHG� E\� FXOWXUDO
HYROXWLRQ�DUH� WRR�ZHDN�RU�XQVWDEOH� WR� DIIHFW� RXU� JHQHV��2QH� LPSRUWDQW
DVSHFW� RI� KXPDQ� VRFLDO� RUJDQL]DWLRQ� LV� ZKDW� DQWKURSRORJLVWV� FDOO
SRVWPDULWDO�UHVLGHQFH��,Q�PDQ\�KXPDQ�VRFLHWLHV��HVSHFLDOO\�XQWLO�UHFHQWO\�
ORFDO� QRUPV� VSHFLILHG� WKDW� D� QHZO\�PDUULHG� FRXSOH�ZHQW� WR� OLYH� HLWKHU
ZLWK� WKH�KXVEDQG·V� IDPLO\�RU�ZLWK� WKH�ZLIH·V� IDPLO\��7KH� ILUVW� LV� FDOOHG
SDWULORFDO�UHVLGHQFH��DQG�WKH�VHFRQG��PDWULORFDO�UHVLGHQFH��:RUNLQJ�LQ�WKUHH
SDWULORFDO� DQG� WKUHH� PDWULORFDO� IDUPLQJ� SRSXODWLRQV� LQ� 1RUWKHUQ
7KDLODQG�� +LURNL� 2RWD� DQG� KLV� FROOHDJXHV� H[DPLQHG� WKH� YDULDWLRQ� LQ
SHRSOH·V� PLWRFKRQGULDO� '1$� DQG� <� FKURPRVRPHV�� %RWK� VRQV� DQG
GDXJKWHUV�JHW�WKHLU�PLWRFKRQGULDO�'1$�IURP�PRP��DQG�RQO\�PRP��6RQV
JHW� WKHLU� <� FKURPRVRPHV� IURP� GDG�� ZKHUHDV� GDXJKWHUV� GRQ·W� JHW� <
FKURPRVRPHV�DW�DOO�� ,I�VRFLDO�RUJDQL]DWLRQ�LV�VWDEOH�HQRXJK�WR� LQIOXHQFH
WKH� JHQRPH�� WKDQ� SDWULORFDO� FRPPXQLWLHV� VKRXOG� KDYH� UHODWLYHO\� ORZ
YDULDWLRQ� LQ� WKHLU� <� FKURPRVRPHV� FRPSDUHG� WR� PLWRFKRQGULDO� '1$
EHFDXVH� VRQV� DOZD\V� VWLFN� ZLWK� WKHLU� IDWKHUV�� 6LPLODUO\�� EHFDXVH
GDXJKWHUV�VWLFN�ZLWK�WKHLU�PRWKHUV��PDWULORFDO�FRPPXQLWLHV�VKRXOG�VKRZ
WKH� RSSRVLWH� SDWWHUQ�� ORZ� YDULDWLRQ� LQ� PLWRFKRQGULDO� '1$� DQG� KLJKHU
YDULDWLRQ� LQ�<�FKURPRVRPHV��7KLV� LV�SUHFLVHO\�ZKDW�2RWD·V� WHDP� IRXQG�
VKRZLQJ�WKDW�FXOWXUDOO\�HYROYHG�VRFLDO�QRUPV�FDQ�VKDSH�WKH�JHQRPH���
2YHUDOO�� FXOWXUDO� HYROXWLRQ� FDQ�� DQG� KDV�� SRZHUIXOO\� VKDSHG� WKH

KXPDQ�JHQRPH�LQ�D�YDULHW\�RI�LPSRUWDQW�ZD\V��$V�ZH�VDZ�LQ�FKDSWHU���
WKLV� FXOWXUH�JHQH� FRHYROXWLRQDU\� LQWHUDFWLRQ� JRHV� ZHOO� EDFN� LQWR� RXU
VSHFLHV·� KLVWRU\�� ZKHUH� FXOWXUDOO\� WUDQVPLWWHG� NQRZ�KRZ� DERXW� ILUH�
ZDWHU� FRQWDLQHUV�� WUDFNLQJ�� DQG� SURMHFWLOHV� ZHUH� VRPH� RI� WKH� NH\



VHOHFWLRQ� SUHVVXUHV� IDYRULQJ� DVSHFWV� RI� RXU� DQDWRP\� DQG� SK\VLRORJ\�
0RYLQJ� IRUZDUG�� ,·OO� EHJLQ� WR� IRFXV� RQ� KRZ� FXOWXUH� FUHDWHG� VHOHFWLRQ
SUHVVXUHV� RQ� JHQHV� WKDW� LQIOXHQFH� RXU� SV\FKRORJ\� DQG� VRFLDOLW\�� ,Q
FKDSWHU����ZH·OO� WDNH� DQRWKHU� VWHS�E\� JRLQJ�GHHSHU� LQWR� WKH� VXEWOH� DQG
QXDQFHG� ZD\V� FXOWXUDO� HYROXWLRQ� FDQ� EXLOG� DGDSWDWLRQV� ZLWKRXW� WKH
FXOWXUH�EHDUHUV�WKHPVHOYHV�KDYLQJ�DQ\�LGHD�ZKDW·V�JRLQJ�RQ�

*HQHV�DQG�5DFHV
%HIRUH�PRYLQJ�RQ��LW·V�ZRUWK�KLJKOLJKWLQJ�D�SRLQW�DERXW�JHQHV�DQG�UDFH�
$QWKURSRORJLVWV�KDYH� ORQJ�DUJXHG� WKDW� UDFH� LV�QRW�D�ELRORJLFDO�FRQFHSW�
:KDW�ZH�PHDQ�E\�WKLV�LV�WKDW�WKH�UDFLDO�FDWHJRULHV�GHYHORSHG�KLVWRULFDOO\
E\� (XURSHDQV³VXFK� DV� &DXFDVLDQ�� 1HJURLG�� DQG� 0RQJRORLG³GR� QRW
FRQYH\�RU�FRQWDLQ�PXFK�� LI�DQ\��XVHIXO�JHQHWLF� LQIRUPDWLRQ��DVLGH� IURP
FDSWXULQJ� VRPHWKLQJ� RI� WKH� PLJUDWLRQ� SDWWHUQV� RI� DQFLHQW� SHRSOHV���
'HWDLOHG� VWXGLHV� RI� WKH� JHQRPH�� LQFOXGLQJ� WKH� UHVHDUFK� KLJKOLJKWHG
DERYH��KDV�RQO\�VHUYHG�WR�IXUWKHU�XQGHUOLQH�WKLV�SRLQW��$V�ZH�VDZ��VNLQ�
FRORU�JHQHV�DUH�KHDYLO\�LQIOXHQFHG�E\�D�FRPELQDWLRQ�RI�89�UDGLDWLRQ�DQG
GLHW��EHFDXVH�WKH\�HIIHFW�YLWDPLQ�'�DQG�IRODWH��7KLV�PHDQV�WKDW�SHRSOH�LQ
1HZ�*XLQHD�DQG�$IULFD�DUH�ERWK�YHU\�GDUN� VNLQQHG�GHVSLWH�EHLQJ� IURP
RSSRVLWH� HQGV� RI� RXU� VSHFLHV·� IDPLO\� WUHH�� $QG� YHU\� OLJKW�VNLQQHG
(XURSHDQV� DUH� HYROXWLRQDULO\� UHFHQW�� EHLQJ� PRVWO\� D� SURGXFW� RI
DJULFXOWXUH� DW� KLJK� ODWLWXGHV�� 2WKHU� JHQHV� KDYH� TXLWH� GLIIHUHQW
GLVWULEXWLRQV� IRU� GLVWLQFW� UHDVRQV�� )RU� H[DPSOH�� ZH� VDZ� WKDW� ODFWDVH
SHUVLVWHQW� JHQHV� DUH� FRPPRQ� DPRQJ� LQGLJHQRXV� SRSXODWLRQV� LQ� %ULWDLQ
DQG�VRPH�$IULFDQ�JURXSV��H[LVW�DW�PRGHUDWH� IUHTXHQFLHV�DPRQJ�(DVWHUQ
(XURSHDQV� DQG� 0LGGOH� (DVWHUQHUV�� DQG� UHPDLQ� DW� ORZ� IUHTXHQFLHV� LQ
RWKHU� $IULFDQ� JURXSV� DQG� PDQ\� $VLDQ� SRSXODWLRQV�� 6LPLODUO\�� DP\ODVH
JHQHV� DUH� PRUH� FRPPRQ� DPRQJ� -DSDQHVH�� (XURSHDQ�$PHULFDQV�� DQG
7DQ]DQLDQ� IRUDJHUV�EXW� OHVV�FRPPRQ�DPRQJ�&RQJR�IRUJHUV�DQG�KHUGHUV
LQ�ERWK�7DQ]DQLD� DQG�&HQWUDO�$VLD��:KDW�GRHV� UDFH� WHOO� XV� DERXW� WKHVH
JHQHWLF�GLIIHUHQFHV"
1RWKLQJ�� 7UDGLWLRQDO� UDFLDO� FDWHJRULHV� MXVW� GRQ·W� WHOO� XV� DQ\WKLQJ

DERXW� WKLV� LPSRUWDQW� YDULDWLRQ�� ,Q� IDFW�� WKH� SURFHVVHV� ,·YH� GHVFULEHG
DERYH� DFWXDOO\� PDNH� FODVVLFDO� UDFLDO� FDWHJRULHV� HYHQ� OHVV� LQIRUPDWLYH�
VLQFH� WKH\� RSHUDWH� LQ� GLYHUVH� DQG� QRQFRQFRUGDQW� ZD\V�ZLWKLQ� UDFHV� WR
PDNH�ORFDO�JURXSV�OHVV�VLPLODU��H�J���ODFWDVH�SHUVLVWHQW�DQG�QRQSHUVLVWHQW



$IULFDQV��ZKLOH�DW�WKH�VDPH�WLPH�PDNLQJ�GLIIHUHQW�FRQWLQHQWDO�UDFHV�PRUH
VLPLODU� �H�J��� DP\ODVH� JHQHV� LQ� -DSDQHVH� DQG� $PHULFDQV��� 7KH� FXUUHQW
HYLGHQFH� LQGLFDWHV� WKDW� QDWXUDO� VHOHFWLRQ� RSHUDWHV� LQ� GLYHUVH� ZD\V� RQ
VFDOHV� PXFK� VPDOOHU� WKDQ� UDFHV� DQG� VLPXOWDQHRXVO\� RQ� GLIIHUHQW
FRQWLQHQWV�
0RUHRYHU��ILJXUHV�����DQG�����VKRZ�WKDW�HYHQ�XVLQJ�FDWHJRULHV��UDFLDO

RU� RWKHUZLVH�� RIWHQ� GLVWRUWV� WKH� SLFWXUH�� 7KH� JHQHWLF� GLVWULEXWLRQV� RQ
WKHVH� PDSV� YDU\� FRQWLQXRXVO\�� VR� LW·V� EHVW� WR� IRUJHW� DERXW� GLVFUHWH
ERXQGDULHV��2YHUDOO��WUDGLWLRQDO�UDFLDO�FDWHJRULHV�FDSWXUH�RQO\�DERXW���
RI�WKH�WRWDO�JHQHWLF�YDULDWLRQ�LQ�RXU�VSHFLHV��ZKLFK�UHYHDOV�WKDW�UDFHV�DUH
QRWKLQJ� OLNH� WKH� VXEVSHFLHV� IRXQG� LQ� FKLPSDQ]HHV���� *LYHQ� RXU� JOREDO
GLVWULEXWLRQ�DQG�UDQJH�RI�HQYLURQPHQWV��RXU�VSHFLHV�JHQHWLF�YDULDWLRQ�LV
DFWXDOO\�UDWKHU�OLPLWHG��2I�FRXUVH��WKLV�LV�QRW�VXUSULVLQJ�ZKHQ�\RX�UHDOL]H
WKDW� LQ� DGGLWLRQ� WR� VRPHWLPHV� GULYLQJ� JHQHWLF� HYROXWLRQ�� FXOWXUDO
HYROXWLRQ�FDQ�DOVR�LQKLELW�JHQHWLF�UHVSRQVHV�E\�PRUH�UDSLGO\�JHQHUDWLQJ
FXOWXUDO�DGDSWDWLRQV�RI�WKH�NLQG�GLVFXVVHG�LQ�FKDSWHU�����
)RU� JRRG� KLVWRULFDO� UHDVRQV��PDQ\� SHRSOH� DUH� VHQVLWLYH� WR� VFLHQWLILF

DQG� HYROXWLRQDU\� UHVHDUFK� RQ� JHQHWLF� YDULDWLRQ�� HVSHFLDOO\� YDULDWLRQ
DPRQJ� SRSXODWLRQV�� ,Q� WKH� ODVW� FHQWXU\�� SVHXGRVFLHQWLILF� HIIRUWV� WR
IRUPDOL]H� IRON� FRQFHSWV� RI� UDFH� ZHUH� XVHG� WR� MXVWLI\� PXFK� YLROHQFH�
RSSUHVVLRQ��DQG�HYHQ�JHQRFLGH��+RZHYHU�� WZR�UDSLGO\�GHYHORSLQJ�DUHDV
RI� UHVHDUFK� RXJKW� WR� �VRPHZKDW�� DOOD\� FRQFHUQV� DERXW� WKH� UHWXUQ� RI
SVHXGRVFLHQWLILF� UDFLVP�� )LUVW�� RXU� XQGHUVWDQGLQJ� RI� KXPDQ� JHQHWLF
YDULDWLRQ��GHULYHG�IURP�VWXG\LQJ�DFWXDO�JHQHV��FRPSOHWHO\�GLVPDQWOHV�DQ\
UHPDLQLQJ�VKUHGV�RI�WKH�ROG�UDFLDO�QRWLRQV��DV�WKH�H[DPSOHV�DERYH�VKRZ�
7KH� EHVW� DQWLGRWH� IRU� SVHXGRVFLHQFH� LV� UHDO� VFLHQFH�� 6HFRQG�
SV\FKRORJLFDOO\�RULHQWHG� UHVHDUFKHUV� KDYH� FRPH� WR� LQFUHDVLQJO\
XQGHUVWDQG� KRZ� DQG� ZK\� KXPDQV� DUH� VXVFHSWLEOH� WR� OXPSLQJ� SHRSOH
WRJHWKHU�LQ�ODEHOHG�JURXSV�DQG�VODSSLQJ�VWHUHRW\SHV�RQ�WKRVH�JURXSV��$V
\RX·OO�VHH�LQ�FKDSWHU�����UDFLDO�DQG�HWKQLF�FDWHJRULHV�DULVH�ZKHQ�FXOWXUDO
HYROXWLRQ� WDSV� RXU� KXPDQ� XQLYHUVDO� WULEDO� SV\FKRORJ\� WR� FDUYH� XS� WKH
VRFLDO�ZRUOG�LQ�SDUWLFXODU�ZD\V��7KRXJK�WKHVH�FDWHJRULHV�DUH�QRW�XVXDOO\
URRWHG� LQ� DQ\� LPSRUWDQW� JHQHWLF� YDULDWLRQ�� WKHVH� FDWHJRULHV� DUH� OHDUQHG
XQFRQVFLRXVO\�DQG�FDQ�DIIHFW�RXU�SHUFHSWLRQV��DXWRPDWLF� LQWXLWLRQV��DQG
UDSLG� MXGJPHQWV�� ,QFUHDVLQJO\�� ZH� XQGHUVWDQG� ZKDW� WULJJHUV� SUHMXGLFH
DQG�ZKDW� WKH� LPSOLFDWLRQV� RI� WKLV� LV� IRU� KHDOWK�� HGXFDWLRQ�� HFRQRPLFV�
FRQIOLFW�� DQG� VRFLDO� OLIH���� :KDW� ZH� QHHG� LV� PRUH� HYROXWLRQ�JURXQGHG
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ZRXOG�QRW�HDW�WKHVH�PDULQH�VSHFLHV�GXULQJ�SUHJQDQF\�RU�EUHDVWIHHGLQJ³
D�FDXVDO�PRGHO�RU�VHW�RI�UHDVRQHG�SULQFLSOHV��8QOLNH�WKH�KLJKO\�FRQVLVWHQW
DQVZHUV� RQ�ZKDW� QRW� WR� HDW� DQG�ZKHQ�� ZRPHQ·V� UHVSRQVHV� WR� RXU�ZK\
TXHVWLRQV�ZHUH�DOO�RYHU�WKH�PDS��0DQ\�ZRPHQ�VLPSO\�VDLG�WKH\�GLG�QRW
NQRZ� DQG� FOHDUO\� WKRXJKW� LW� ZDV� DQ� RGG� TXHVWLRQ�� 2WKHUV� VDLG� LW� ZDV
´FXVWRP�µ�6RPH�GLG�VXJJHVW�WKDW�WKH�FRQVXPSWLRQ�RI�DW�OHDVW�VRPH�RI�WKH
VSHFLHV�PLJKW� UHVXOW� LQ� KDUPIXO� HIIHFWV� WR� WKH� IHWXV�� EXW�ZKDW� SUHFLVHO\
ZRXOG�KDSSHQ�WR�WKH�IHWXV�YDULHG�JUHDWO\��WKRXJK�D�QRQWULYLDO�VHJPHQW�RI
WKH� ZRPHQ� H[SODLQHG� WKDW� EDELHV� ZRXOG� EH� ERUQ� ZLWK� URXJK� VNLQ� LI
VKDUNV�ZHUH�HDWHQ�DQG�VPHOO\�MRLQWV�LI�PRUD\V�ZHUH�HDWHQ�
8QOLNH� PRVW� RI� RXU� LQWHUYLHZ� TXHVWLRQV� RQ� WKLV� WRSLF�� WKH� DQVZHUV

KHUH�KDG� WKH� IODYRU� RI� SRVW�KRF� UDWLRQDOL]DWLRQ�� ´6LQFH� ,·P�EHLQJ� DVNHG
IRU�D�UHDVRQ�� WKHUH�PXVW�EH�D�UHDVRQ��VR� ,·OO� WKLQN�RQH�XS�QRZ�µ�7KLV� LV
H[WUHPHO\� FRPPRQ� LQ� HWKQRJUDSKLF� ILHOGZRUN�� DQG� ,·YH� SHUVRQDOO\
H[SHULHQFHG�LW�LQ�WKH�3HUXYLDQ�$PD]RQ�ZLWK�WKH�0DWVLJHQND�DQG�ZLWK�WKH
0DSXFKH� LQ� VRXWKHUQ�&KLOH���2I� FRXUVH�� LW·V� QRW� SDUWLFXODUO\� GLIILFXOW� WR
JHW� VLPLODU� UHVSRQVHV� IURP� HGXFDWHG� :HVWHUQHUV�� EXW� WKHUH� UHPDLQV� D
VWULNLQJ�GLIIHUHQFH��HGXFDWHG�:HVWHUQHUV�DUH�WUDLQHG�WKHLU�HQWLUH�OLYHV�WR
WKLQN�WKDW�EHKDYLRUV�PXVW�EH�XQGHUSLQQHG�E\�H[SOLFDEOH�DQG�GHFODUDEOH
UHDVRQV��VR�ZH�DUH�PRUH�OLNHO\�WR�KDYH�WKHP�DW�WKH�UHDG\�DQG�IHHO�PRUH
REOLJDWHG� WR� VXSSO\� ´JRRGµ� UHDVRQV� XSRQ� UHTXHVW�� 6D\LQJ� ´LW·V� RXU
FXVWRPµ�LV�QRW�FRQVLGHUHG�D�JRRG�UHDVRQ��7KH�SUHVVXUH�IRU�DQ�DFFHSWDEOH�
FOHDU�� DQG� H[SOLFLW� UHDVRQ� IRU� GRLQJ� WKLQJV� LV� PHUHO\� D� VRFLDO� QRUP
FRPPRQ� LQ� :HVWHUQ� SRSXODWLRQV�� ZKLFK� FUHDWHV� WKH� LOOXVLRQ� �DPRQJ
:HVWHUQHUV�� WKDW� KXPDQV� JHQHUDOO\� GR� WKLQJV� EDVHG� RQ� H[SOLFLW� FDXVDO
PRGHOV�DQG�FOHDU�UHDVRQV���7KH\�RIWHQ�GR�QRW�
)LQDOO\��RXU�HYLGHQFH�IURP�<DVDZD�VXJJHVWV�WKDW�WKHVH�WDERRV��ZKLOH

FDXVDOO\� RSDTXH�� GR� DFWXDOO\� ZRUN��:H� FRPSDUHG�ZRPHQ·V� FKDQFHV� RI
JHWWLQJ�ILVK�SRLVRQLQJ�GXULQJ�SUHJQDQF\�DQG�EUHDVW�IHHGLQJ�ZLWK�WKH�UHVW
RI�WKHLU�DGXOW�OLYHV��2XU�DQDO\VHV�VKRZ�WKDW�UDWHV�RI�ILVK�SRLVRQLQJ�DUH�FXW
E\� D� WKLUG� GXULQJ� SUHJQDQF\� DQG� EUHDVW�IHHGLQJ�� 7KXV�� WKH� WDERRV� DUH
FXOWXUDO�SUHVFULSWLRQV�WKDW�UHGXFH�ILVK�SRLVRQLQJ�

:K\�3XW�$VK�LQ�WKH�&RUQ�0L["
2QH�PRUQLQJ� LQ� ������ ZKHQ� ,� ZDV� OLYLQJ� LQ� UXUDO� VRXWKHUQ� &KLOH� DQG
ZRUNLQJ�ZLWK� WKH� LQGLJHQRXV�0DSXFKH�� ,� DUULYHG� DW�P\� IULHQG� )RQVR·V
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IDUPKRXVH� WR� ILQG� KLP� SUHSDULQJ� ZKDW� KH� FDOOHG� PRWH�� D� WUDGLWLRQDO
0DSXFKH�FRUQ�GLVK��+H�VKRZHG�PH�KRZ�\RX�KDYH�WR�VFRRS�IUHVK�DVK�RXW
RI� WKH� ZRRG� VWRYH� DQG� SXW� LW� LQWR� WKH� FRUQ� PL[� IRU� VRDNLQJ�� EHIRUH
KHDWLQJ�LW��,�WKRXJKW�WKDW�ZDV�FXULRXV��VR�,�DVNHG�KLP�ZK\�KH�PL[HG�WKH
ZRRG� DVK� LQ�ZLWK� WKH� FRUQ�� +LV� DQVZHU�ZDV�� ´,W·V� RXU� FXVWRP�µ� $QG� D
ZLVH�FXVWRP�LW�LV�
,Q�WKH�$PHULFDV�EHIRUH������&(��FRUQ�ZDV�WKH�VWDEOH�FURS�IRU�PDQ\

IDUPLQJ�VRFLHWLHV��+RZHYHU��UHO\LQJ�KHDYLO\�RQ�FRUQ�SUHVHQWV�VRPH�WULFN\
QXWULWLRQDO� LVVXHV�� $� GLHW� EDVHG� RQ� FRUQ� FDQ� OHDYH� RQH� VKRUW� RQ� QLDFLQ
�YLWDPLQ� %���� )DLOXUH� WR� JHW� HQRXJK� QLDFLQ� UHVXOWV� LQ� D� GLVHDVH� FDOOHG
SHOODJUD�� D� KRUULEOH� FRQGLWLRQ� FKDUDFWHUL]HG� E\� GLDUUKHD�� OHVLRQV�� KDLU
ORVV��WRQJXH�LQIODPPDWLRQ��LQVRPQLD��GHPHQWLD��DQG�WKHQ�GHDWK��7KHUH�LV
DFWXDOO\�QLDFLQ�LQ�FRUQ��EXW�LW·V�FKHPLFDOO\�ERXQG�DQG�FDQQRW�EH�IUHHG�E\
QRUPDO�FRRNLQJ��7R�UHOHDVH�WKLV�QLDFLQ��SRSXODWLRQV�WKURXJKRXW�WKH�1HZ
:RUOG�FXOWXUDOO\�HYROYHG�SUDFWLFHV�WKDW�LQWURGXFHG�DQ�DONDOL��D�EDVH��LQWR
WKHLU� FRUQ� SUHSDUDWLRQV�� ,Q� VRPH� SODFHV�� WKH� DONDOL� FDPH� IURP� EXUQLQJ
VHDVKHOOV� �JHQHUDWLQJ� FDOFLXP�K\GUR[LGH��RU� WKH� DVK�RI� FHUWDLQ�NLQGV�RI
ZRRG��(OVHZKHUH��WKHUH�ZHUH�QDWXUDO�VRXUFHV�RI�O\H��SURYLGLQJ�SRWDVVLXP
K\GUR[LGH���0L[LQJ�WKH�DONDOL�LQWR�WKH�UHFLSH�LQ�WKH�ULJKW�ZD\�FKHPLFDOO\
UHOHDVHV� WKH� RWKHUZLVH� XQDYDLODEOH� QLDFLQ� LQ� WKH� FRUQ�� ZKLFK� VWRSV
SHOODJUD�LQ�LWV�WUDFNV��DQG�DOORZHG�FRUQ�EDVHG�DJULFXOWXUDO�SRSXODWLRQV�WR
JURZ�DQG�VSUHDG���
3HUKDSV� PL[LQJ� QRQIRRG� VXEVWDQFHV�� OLNH� ZRRG� DVK� RU� EXUQHG

VHDVKHOOV��ZLWK�IRRGV�GXULQJ�FRRNLQJ�LV�HDV\�IRU�D�ELJ�EUDLQHG�DSH�OLNH�XV
WR�ILJXUH�RXW"
+LVWRU\��DJDLQ��SURYLGHV�XV�ZLWK�D�QDWXUDO�H[SHULPHQW��EHFDXVH�FRUQ

ZDV�EURXJKW�IURP�WKH�1HZ�:RUOG�WR�(XURSH�DIWHU�������%\�������VRPH
SRSXODWLRQV�LQ�,WDO\�DQG�6SDLQ�KDG�DOUHDG\�EHFRPH�UHOLDQW�RQ�FRUQPHDO
DV�D�VWDSOH��DQG�SHOODJUD�KDG�HPHUJHG��7KH�FRQGLWLRQ�ZDV�WKHRUL]HG�WR�EH
D� IRUP�RI� OHSURV\�RU� VRPHKRZ�FDXVHG�E\� VSRLOHG� FRUQ��3HOODJUD� VSUHDG
DFURVV� (XURSH�ZLWK� WKLV� QHZ� VWDSOH� FURS� LQWR� 5RPDQLD� DQG� 5XVVLD� EXW
UHPDLQHG�FRQILQHG�PRVWO\� WR�SRRU�SRSXODWLRQV��ZKR�UHOLHG�RQ� LW�DOPRVW
H[FOXVLYHO\� WKURXJK� WKH� ZLQWHU³PDNLQJ� SHOODJUD� WKH� ´VSULQJWLPH
GLVHDVH�µ�([SHULPHQWV�ZHUH�GRQH�� DQG� ODZV�ZHUH�SDVVHG� WR�DGGUHVV� WKH
SUREOHP��E\�SURKLELWLQJ�WKH�VDOH�RI�VSRLOHG�RU�PROG\�FRUQ��7KLV�GLG�OLWWOH
WR� UHGXFH� SHOODJUD�� VLQFH� VSRLODJH� LV� QRW� WKH� LVVXH³WKH� (XURSHDQV
GHYHORSHG�WKH�ZURQJ�FDXVDO�PRGHO���



/DWHU��SHOODJUD�DOVR�HPHUJHG�LQ�WKH�VRXWKHUQ�8QLWHG�6WDWHV�GXULQJ�WKH
ODWH� QLQHWHHQWK� DQG� HDUO\� WZHQWLHWK� FHQWXU\� DQG� VSUHDG� LQ� HSLGHPLF
IDVKLRQ� XQWLO� WKH� ����V�� 0LOOLRQV� GLHG�� EHFDXVH� SRRU� SHRSOH� DQG
LQVWLWXWLRQV��LQFOXGLQJ�SULVRQV��VDQLWDULXPV��DQG�RUSKDQDJHV��KDG�FRPH�WR
UHO\�KHDYLO\�RQ�GLHWV�RI�FRUQPHDO�DQG�PRODVVHV��'HVSLWH�DODUPV�UDLVHG�E\
WKH� 6XUJHRQ� *HQHUDO�� VSHFLDO� FRPPLVVLRQV�� PHGLFDO� FRQIHUHQFHV�� DQG
SULYDWH�GRQDWLRQV�WR�ILQG�D�FXUH��WKH�SODJXH�UDJHG�RQ�IRU�WKLUW\�\HDUV�
2QH�PDQ��'U��-RVHSK�*ROGEHUJHU��LQYHVWLJDWHG�RUSKDQDJHV��SHUIRUPHG

FRQWUROOHG� H[SHULPHQWV� RQ� SULVRQHUV�� DQG� KDG� EHJXQ� WR� FRQVWUXFW� WKH
ULJKW� FDXVDO� PRGHO� E\� ������ +RZHYHU�� DW� WKH� WLPH�� WKH� PHGLFDO
FRPPXQLW\�ZDV�FRQYLQFHG�WKDW�SHOODJUD�PXVW�EH�DQ�LQIHFWLRXV�GLVHDVH��VR
*ROGEHUJHU�ZDV� LQHIIHFWLYH� DQG�KLV� LGHDV� WKRXJKW� ´DEVXUG�µ�*ROGEHUJHU
HYHQ�LQMHFWHG�KLV�ZLIH�DQG�IULHQGV�ZLWK�EORRG�IURP�SHRSOH�VXIIHULQJ�IURP
SHOODJUD�WR�GHPRQVWUDWH�WKH�QRQLQIHFWLRXV�QDWXUH�RI�WKH�FRQGLWLRQ��7KHVH
VWXGLHV� ZHUH� GLVPLVVHG� E\� DVVHUWLQJ� WKDW� *ROGEHUJHU·V� VWDII� PXVW� KDYH
EHHQ�´FRQVWLWXWLRQDOO\�UHVLVWDQWµ�WR�WKH�GLVHDVH���
7KXV��QRW�RQO\�GLG�SHRSOH³(XURSHDQV�DQG�$PHULFDQV� LQ�WKLV�FDVH³

QRW�ILJXUH�RXW�WKH�ULJKW�FDXVDO�PRGHO��EXW�WKH\�DFWLYHO\�UHVLVWHG�LW�ZKHQ
LW�ZDV�SUHVHQWHG�WR�WKHP�E\�*ROGEHUJHU��,QVWHDG��WKH\�SUHIHUUHG�WR�KROG
ILUPO\�WR�WKH�ZURQJ�FDXVDO�PRGHO��SUREDEO\�EHFDXVH�WKH�ULJKW�PRGHO�ZDV
UDWKHU� OHVV� LQWXLWLYH�� 6SRLOHG� IRRG� DQG� FRQWDPLQDWLRQ� ZHUH�� DQG� DUH�
UHODWLYHO\� ´HDV\� WR� WKLQNµ� DERXW� ZLWK� UHJDUG� WR� IRRG� FRPSDUHG� WR� WKH
FRQFHSW�RI�FKHPLFDO�UHDFWLRQV�LQLWLDWHG�E\�WKH�LQWURGXFWLRQ�RI�QRQIRRGV�
OLNH� EXUQW� VHDVKHOOV�� LQWR� FXOLQDU\� UHFLSHV�� &XOWXUDO� HYROXWLRQ� KDG
SURGXFHG�D�UDWKHU�QRQLQWXLWLYH�IL[�IRU�WKH�SHOODJUD�FKDOOHQJH�
1RWH�� LI� \RX�DUH� HGXFDWHG�DQG�:HVWHUQ�� \RX�PLJKW�EH� WKLQNLQJ� WKDW

P\�QXPHURXV� H[DPSOHV� RI� WR[LF� SODQWV� DQG� DQLPDOV� DUH�PHUHO\� VSHFLDO
FDVHV��EHFDXVH�\RX�PLJKW�EH�XQGHU�WKH�LPSUHVVLRQ�WKDW�IHZ�SODQWV�QHHG
GHWR[LILFDWLRQ� DQG� WKDW� QDWXUH·V� ERXQW\� LV� SXUH� DQG� VDIH�� )RU� PDQ\
:HVWHUQHUV��´LW·V�QDWXUDOµ�VHHPV�WR�PHDQ�´LW·V�JRRG�µ�7KLV�YLHZ�LV�ZURQJ
DQG� FRPHV� IURP� VKRSSLQJ� LQ� VXSHUPDUNHWV� DQG� OLYLQJ� LQ� ODQGVFDSHG
HQYLURQPHQWV��3ODQWV�HYROYHG�WR[LQV�WR�GHWHU�DQLPDOV��IXQJL��DQG�EDFWHULD
IURP� HDWLQJ� WKHP�� 7KH� OLVW� RI� ´QDWXUDOµ� IRRGV� WKDW� QHHG� SURFHVVLQJ� WR
GHWR[LI\� WKHP� JRHV� RQ� DQG� RQ�� (DUO\� SRWDWRHV� ZHUH� WR[LF�� DQG� WKH
$QGHDQ�SHRSOHV�DWH�FOD\�WR�QHXWUDOL]H�WKH�WR[LQ��(YHQ�EHDQV�FDQ�EH�WR[LF
ZLWKRXW� SURFHVVLQJ�� ,Q� &DOLIRUQLD�� PDQ\� KXQWHU�JDWKHUHU� SRSXODWLRQV
UHOLHG� RQ� DFRUQV�� ZKLFK�� VLPLODU� WR� PDQLRF�� UHTXLUH� D� ODERU� LQWHQVLYH�



PXOWLGD\� OHDFKLQJ� SURFHVV�� 0DQ\� VPDOO�VFDOH� VRFLHWLHV� KDYH� VLPLODUO\
H[SORLWHG� KDUG\�� WURSLFDO� SODQWV� FDOOHG� F\FDGV� IRU� IRRG�� %XW� F\FDGV
FRQWDLQ� D� QHUYH� WR[LQ�� ,I� QRW� SURSHUO\� SURFHVVHG�� WKH\� FDQ� FDXVH
QHXURORJLFDO� V\PSWRPV�� SDUDO\VLV�� DQG� GHDWK�� 1XPHURXV� VRFLHWLHV�
LQFOXGLQJ�KXQWHU�JDWKHUHUV��KDYH�FXOWXUDOO\�HYROYHG�DQ�LPPHQVH�UDQJH�RI
GHWR[LILFDWLRQ� WHFKQLTXHV� IRU� F\FDGV���� %\� FRQWUDVW� ZLWK� RXU� VSHFLHV�
RWKHU� DQLPDOV� KDYH� IDU� VXSHULRU� DELOLWLHV� WR� GHWR[LI\� SODQWV�� +XPDQV�
KRZHYHU�� ORVW� WKHVH� JHQHWLF� DGDSWDWLRQV� DQG� HYROYHG� D� GHSHQGHQFH� RQ
FXOWXUDO�NQRZ�KRZ��MXVW�WR�HDW�

'LYLQDWLRQ�DQG�*DPH�7KHRU\
5HPHPEHU� IURP� FKDSWHU� �� ZKHQ� WKH� FKLPSDQ]HHV� DQG� KXPDQV� HDFK
SOD\HG�0DWFKLQJ�3HQQLHV"�*DPH�WKHRU\�WHOOV�XV�WKDW�WKH�RSWLPDO�UDWLRQDO
VWUDWHJ\� LQYROYHV� UDQGRPL]LQJ�� E\� SOD\LQJ� /HIW� �/�� RU� 5LJKW� �5�� ZLWK
VRPH� IL[HG� SUREDELOLW\�� )RU� H[DPSOH�� D� SOD\HU·V� RSWLPDO� VWUDWHJ\�PLJKW
EH� WR� SOD\� 5� ���� RI� WKH� WLPH�� 7KH� KXPDQV� ORVW� WR� WKH� FKLPSDQ]HHV
EHFDXVH�ZH�DUH�EDG�UDQGRPL]HUV��DQG�SUREDEO\�EHFDXVH�ZH�WHQG�WR�FRS\
HDFK�RWKHU� DXWRPDWLFDOO\��$V� ,� QRWHG��PXFK�ZRUN� LQ�SV\FKRORJ\� VKRZV
WKDW� SHRSOH� �ZHOO�� DW� OHDVW� HGXFDWHG� :HVWHUQHUV�� DUH� VXEMHFW� WR� WKH
*DPEOHU·V�)DOODF\��LQ�ZKLFK�ZH�SHUFHLYH�VWUHDNV�LQ�WKH�ZRUOG�ZKHUH�QRQH
H[LVW�RU�ZH�EHOLHYH�WKDW�ZH�DUH�´GXHµ�DIWHU�DQ�H[WHQGHG�ORVLQJ�VWUHDN��,Q
IDFW��ZH�VWUXJJOH�WR�UHFRJQL]H�D�VHTXHQFH�RI�KLWV�DQG�PLVVHV�DV�UDQGRP³
LQVWHDG��ZH�ILQG�SKRQ\�SDWWHUQV�LQ�WKH�UDQGRPQHVV��2QH�IDPRXV�YHUVLRQ
RI�WKLV�LV�WKH�KRW�KDQG�IDOODF\�LQ�EDVNHWEDOO�� LQ�ZKLFK�SHRSOH�SHUFHLYH�D
SOD\HU� DV� VXGGHQO\� EHWWHU� WKDQ� KLV� ORQJ�WHUP� VFRULQJ� DYHUDJH� ZRXOG
VXJJHVW� �LW·V� DQ� LOOXVLRQ��� 7KLV� LV� D� SUREOHP� IRU� XV�� VLQFH� WKH� EHVW
VWUDWHJLHV�LQ�OLIH�VRPHWLPHV�UHTXLUH�UDQGRPL]LQJ��:H�DUH�MXVW�QRW�JRRG�DW
VKXWWLQJ�GRZQ�RXU�PHQWDO�SDWWHUQ�UHFRJQL]HUV���
:KHQ�KXQWLQJ�FDULERX��1DVNDSL�IRUDJHUV�LQ�/DEUDGRU��&DQDGD��KDG�WR

GHFLGH�ZKHUH�WR�JR��&RPPRQ�VHQVH�PLJKW�OHDG�RQH�WR�JR�ZKHUH�RQH�KDG
VXFFHVV�EHIRUH�RU�WR�ZKHUH�IULHQGV�RU�QHLJKERUV�UHFHQWO\�VSRWWHG�FDULERX�
+RZHYHU�� WKLV� VLWXDWLRQ� LV� OLNH� 0DWFKLQJ� 3HQQLHV� LQ� FKDSWHU� ��� 7KH
FDULERX�DUH�PLVPDWFKHUV�DQG�WKH�KXQWHUV�DUH�PDWFKHUV��7KDW�LV��KXQWHUV
ZDQW�WR�PDWFK�WKH�ORFDWLRQV�RI�FDULERX�ZKLOH�FDULERX�ZDQW�WR�PLVPDWFK
WKH�KXQWHUV��WR�DYRLG�EHLQJ�VKRW�DQG�HDWHQ��,I�D�KXQWHU�VKRZV�DQ\�ELDV�WR
UHWXUQ�WR�SUHYLRXV�VSRWV��ZKHUH�KH�RU�RWKHUV�KDYH�VHHQ�FDULERX��WKHQ�WKH

Brad DeLong



)LJXUH�������$Q�H[SHULPHQWDO�VXEMHFW�ZDJJLQJ�KLV�ILQJHU�DW�0D[�WKH�SXSSHW��ZKR�LV�YLRODWLQJ�WKH
UXOHV�IRU�WKLV�FRQWH[W�

$V� LQ� WKH� VPDOO�VFDOH� VRFLHWLHV� VHHQ� LQ� HDUOLHU� FKDSWHUV�� WKH� VRFLDO
ZRUOG� IDFHG�E\�RXU�3DOHROLWKLF� DQFHVWRUV�ZRXOG�KDYH�EHHQ� LQFUHDVLQJO\
VKDSHG�E\� WKH� HPHUJHQFH�RI� DQ� LPPHQVH�YDULHW\�RI�QRUPV�� DQG�E\� WKH
VHOHFWLYH�VSUHDG�RI�VSHFLILF�QRUPV�SDFNDJHG�LQ�LQVWLWXWLRQV��WKDW�IRVWHUHG
VXFFHVV� LQ� LQWHUJURXS� FRPSHWLWLRQ�� )URP� WKH� JHQH·V�H\H� YLHZ�� VXUYLYDO
DQG� UHSURGXFWLRQ�ZRXOG�KDYH� LQFUHDVLQJO\�GHSHQGHG�RQ� WKH�DELOLWLHV�RI
RQH·V�EHDUHU��WKH�LQGLYLGXDO��WR�DFTXLUH�DQG�QDYLJDWH�D�VRFLDO�ODQGVFDSH
JRYHUQHG� E\� FXOWXUDOO\� WUDQVPLWWHG� ORFDO� UXOHV³WKRVH� DSSURSULDWH� WR
ZKDWHYHU�JURXS�D�SDUWLFXODU�JHQH�KDSSHQHG�WR�ILQG�LWVHOI�LQ��7\SLFDOO\��LQ
VPDOO�VFDOH� VRFLHWLHV��DV� LQ�PDQ\�FRPPXQLWLHV�� WKH� VDQFWLRQLQJ�RI�QRUP
YLRODWRUV�EHJLQV�ZLWK�JRVVLS�DQG�SXEOLF�FULWLFLVP��RIWHQ�WKURXJK�MRNLQJ�E\



VSHFLILF�UHODWLYHV��DV�ZLWK�.XOD���DQG�WKHQ�LQWHQVLILHV�WR�GDPDJH�PDULWDO
SURVSHFWV� DQG� UHGXFH� DFFHVV� WR� WUDGLQJ� DQG� H[FKDQJH� SDUWQHUV�� ,I
YLRODWRUV� DUH� VWLOO� QRW� EURXJKW� LQWR� OLQH�� PDWWHUV� PD\� HVFDODWH� WR
RVWUDFLVP� RU� SK\VLFDO� YLROHQFH� �H�J��� EHDWLQJV�� DQG� RFFDVLRQDOO\
FXOPLQDWH�LQ�FRRUGLQDWHG�JURXS�H[HFXWLRQV���,Q�SDUDOOHO�ZLWK�KRZ�ZROYHV
ZHUH� GRPHVWLFDWHG� LQWR� GRJV� E\� NLOOLQJ� WKRVH� WKDW� ZRXOGQ·W� REH\� DQG
UHIXVHG�WR�EH�WUDLQHG��KXPDQ�FRPPXQLWLHV�GRPHVWLFDWHG�WKHLU�PHPEHUV��
,Q� UHVHDUFK� LQ� WKH� YLOODJHV� RI� <DVDZD� ,VODQG�� P\� WHDP� DQG� ,� KDYH

VWXGLHG� KRZ� QRUPV� DUH� PDLQWDLQHG�� :KHQ� VRPHRQH�� IRU� H[DPSOH�
UHSHDWHGO\� IDLOV� WR� FRQWULEXWH� WR� YLOODJH� IHDVWV� RU� FRPPXQLW\� ODERU�� RU
YLRODWHV� IRRG� RU� LQFHVW� WDERRV�� WKH� SHUVRQ·V� UHSXWDWLRQ� VXIIHUV�� $
<DVDZDQ·V�UHSXWDWLRQ�LV�OLNH�D�VKLHOG�WKDW�SURWHFWV�WKHP�IURP�H[SORLWDWLRQ
RU�KDUP�E\�RWKHUV�� RIWHQ� IURP� WKRVH�ZKR�KDUERU�ROG� MHDORXVLHV�RU�SDVW
JULHYDQFHV�� 9LRODWLQJ� QRUPV�� HVSHFLDOO\� UHSHDWHGO\�� FDXVHV� WKLV
UHSXWDWLRQDO�VKLHOG�WR�GURS�DQG�FUHDWHV�DQ�RSHQLQJ�IRU�RWKHUV�WR�H[SORLW
WKH� QRUP� YLRODWRU� ZLWK� UHODWLYH� LPSXQLW\�� 1RUP� YLRODWRUV� KDYH� WKHLU
SURSHUW\� �H�J��� SODWHV��PDWFKHV�� WRROV�� VWROHQ� DQG� GHVWUR\HG�ZKLOH� WKH\
DUH�DZD\�ILVKLQJ�RU�YLVLWLQJ�UHODWLYHV�LQ�RWKHU�YLOODJHV��RU�WKH\�KDYH�WKHLU
FURSV�VWROHQ�DQG�JDUGHQV�EXUQHG�DW�QLJKW��'HVSLWH�WKH�VPDOO�VL]H�RI�WKHVH
FRPPXQLWLHV��WKH�SHUSHWUDWRUV�RI�WKHVH�DFWLRQV�RIWHQ�UHPDLQ�DQRQ\PRXV
DQG�JHW�GLUHFW�EHQHILWV�LQ�WKH�IRUP�RI�VWROHQ�IRRG�DQG�WRROV�DV�ZHOO�DV�WKH
DGYDQWDJHV�RI�EULQJLQJ�GRZQ�D�FRPSHWLWRU�RU�GLVSHQVLQJ�UHYHQJH�IRU�SDVW
JULHYDQFHV��'HVSLWH�WKHLU�VHOILVK�PRWLYDWLRQV��WKHVH�DFWLRQV�VXVWDLQ�VRFLDO
QRUPV��LQFOXGLQJ�FRRSHUDWLYH�RQHV��EHFDXVH³FUXFLDOO\³SHUSHWUDWRUV�FDQ
RQO\� JHW� DZD\�ZLWK� VXFK� DFWLRQV� ZKHQ� WKH\� WDUJHW� D� QRUP� YLRODWRU�� D
SHUVRQ� ZLWK� KLV� UHSXWDWLRQDO� VKLHOG� GRZQ�� :HUH� WKH\� WR� GR� WKLV� WR
VRPHRQH�ZLWK�D�JRRG�UHSXWDWLRQ��WKH�SHUSHWUDWRU�ZRXOG�KLPVHOI�EHFRPH
D� QRUP� YLRODWRU� DQG� GDPDJH� KLV� RU� KHU� UHSXWDWLRQ�� WKHUHE\� RSHQLQJ
WKHPVHOYHV�XS�WR�JRVVLS��WKHIWV�DQG�SURSHUW\�GDPDJH��7KLV�V\VWHP��ZKLFK
<DVDZDQV� WKHPVHOYHV� FDQ·W� H[SOLFLWO\� OD\� RXW�� WKHUHE\� KDUQHVVHV� SDVW
JULHYDQFHV��MHDORXVLHV��DQG�SODLQ�ROG�VHOI�LQWHUHVW�WR�VXVWDLQ�VRFLDO�QRUPV�
LQFOXGLQJ� FRRSHUDWLYH� QRUPV� OLNH� FRQWULEXWLQJ� WR� YLOODJH� IHDVWV��� 7KXV�
LQGLYLGXDOV� ZKR� IDLO� WR� OHDUQ� WKH� FRUUHFW� ORFDO� QRUPV�� FDQ·W� FRQWURO
WKHPVHOYHV�� RU� UHSHDWHGO\� PDNH� PLVWDNHQ� YLRODWLRQV� DUH� HYHQWXDOO\
GULYHQ� IURP� WKH� YLOODJH� DIWHU� KDYLQJ� EHHQ� UHOHQWOHVVO\� WDUJHWHG� IRU
H[SORLWDWLRQ�
2YHU�RXU�HYROXWLRQDU\�KLVWRU\��WKH�VDQFWLRQV�IRU�QRUP�YLRODWLRQV�DQG



WKH� UHZDUGV� IRU� QRUP� FRPSOLDQFH� KDYH� GULYHQ� D� SURFHVV� RI� VHOI
GRPHVWLFDWLRQ�WKDW�KDV�HQGRZHG�RXU�VSHFLHV�ZLWK�D�QRUP�SV\FKRORJ\�WKDW
KDV� VHYHUDO� FRPSRQHQWV�� )LUVW�� WR� PRUH� HIIHFWLYHO\� DFTXLUH� WKH� ORFDO
QRUPV��KXPDQV�LQWXLWLYHO\�DVVXPH�WKDW�WKH�VRFLDO�ZRUOG�LV�UXOH�JRYHUQHG�
HYHQ�LI�WKH\�GRQ·W�\HW�NQRZ�WKH�UXOHV��7KH�YLRODWLRQ�RI�WKHVH�UXOHV�FRXOG
DQG� VKRXOG� KDYH� QHJDWLYH� FRQVHTXHQFHV�� 7KLV� RXWFRPH�PHDQV� WKDW� WKH
EHKDYLRU�RI�RWKHUV�FDQ�EH�LQWHUSUHWHG�DV�EHLQJ�LQIOXHQFHG�E\�VRFLDO�UXOHV�
7KLV� DOVR� PHDQV� WKDW�� DW� D� \RXQJ� DJH�� ZH� UHDGLO\� GHYHORS� FRJQLWLYH
DELOLWLHV� DQG�PRWLYDWLRQV� IRU� VSRWWLQJ� QRUP� YLRODWLRQV� DQG� DYRLGLQJ� RU
H[SORLWLQJ�QRUP�YLRODWRUV��DV�ZHOO�DV�IRU�PRQLWRULQJ�DQG�PDLQWDLQLQJ�RXU
RZQ�UHSXWDWLRQV��� 6HFRQG��ZKHQ�ZH� OHDUQ� QRUPV�ZH�� DW� OHDVW� SDUWLDOO\�
LQWHUQDOL]H� WKHP� DV� JRDOV� LQ� WKHPVHOYHV�� 7KLV� LQWHUQDOL]DWLRQ� KHOSV� XV
QDYLJDWH� WKH� VRFLDO� ZRUOG� PRUH� HIIHFWLYHO\� DQG� DYRLG� WHPSWDWLRQV� WR
EUHDN� WKH� UXOHV� WR� REWDLQ� LPPHGLDWH� EHQHILWV�� ,Q� VRPH� VLWXDWLRQV�
LQWHUQDOL]DWLRQV�PD\� SURYLGH� D� TXLFN� DQG� HIILFLHQW� KHXULVWLF� WKDW� VDYHV
WKH�FRVW�RI�UXQQLQJ�WKH�PHQWDO�FDOFXODWLRQV�WKDW�FRQVLGHU�DOO�WKH�SRWHQWLDO
VKRUW�� DQG� ORQJ�WHUP� EHQHILWV� DQG� SUREDELOLVWLF� SHQDOWLHV� RI� DQ� DFWLRQ�
LQVWHDG�ZH� VLPSO\� IROORZ� WKH� UXOH� DQG� DELGH� E\� WKH� QRUP�� 7KLV�PHDQV
WKDW� RXU� DXWRPDWLF� DQG� XQUHIOHFWLYH� UHVSRQVHV� FRPH� WR� PDWFK� WKH
QRUPDWLYHO\� UHTXLUHG� RQHV�� 2WKHU� WLPHV�� LQWHUQDOL]HG� SUHIHUHQFHV� PD\
PHUHO\�SURYLGH�DQ�DGGLWLRQDO�PRWLYDWLRQ�WKDW�JRHV�LQWR�RXU�FDOFXODWLRQV��
7KH� H[SHULPHQWV� LQYROYLQJ�0D[� DUH� FRRO� EHFDXVH� ZH� JHW� D� ORRN� DW

NLGV·�UHDFWLRQV�WR�QRYHO�DUELWUDU\�UXOHV�IRU�VSHFLILF�FRQWH[WV��7KHVH�UXOHV
DUHQ·W�DERXW�FRRSHUDWLRQ�RU�KHOSLQJ�RWKHUV��WKH\�DUH�MXVW�FRQWH[W�VSHFLILF
UXOHV��1HYHUWKHOHVV�� NLGV� DXWRPDWLFDOO\� LQIHU� WKDW� WKH\� DUH� VRFLDO� QRUPV
DQG�JHW�PDG�ZKHQ�WKH\�DUH�YLRODWHG��0RUH�LPSRUWDQW��WKLV�VDPH�SDWWHUQ
HPHUJHG� ZKHQ� SV\FKRORJLVWV� IRFXVHG� RQ� VWXG\LQJ� DOWUXLVP� LQ� FKLOGUHQ
GXULQJ�WKH�����V�DQG�����V��,Q�WKH�FODVVLF�H[SHULPHQWDO�VHWXS��D�VFKRRO�
FKLOG� LV� EURXJKW� DORQH� WR� D� WHVWLQJ� DUHD� WR� JHW� DFTXDLQWHG� ZLWK� DQ
H[SHULPHQWHU�� 7KH� FKLOG� LV� WKHQ� LQWURGXFHG� WR� D� ERZOLQJ� JDPH� DQG
VKRZQ�D�YDULHW\�RI�DWWUDFWLYH�SUL]HV�WKDW�KH�RU�VKH�FDQ�REWDLQ�ZLWK�WRNHQV
ZRQ�LQ�WKH�ERZOLQJ�JDPH��7KH�FKLOG�LV�DOVR�VKRZQ�D�FKDULW\�MDU�IRU�´SRRU
FKLOGUHQµ�DQG�FDQ�YROXQWDULO\�SXW�VRPH�RI�KLV�RU�KHU�ZLQQLQJV�IURP�WKH
JDPH� LQWR� LW�� 7KLV� MDU� RIWHQ� KDV� D� 0DUFK� RI� 'LPHV� SRVWHU�� RU� VRPH
IDFVLPLOH�� SRVWHG� EHKLQG� LW�� $� PRGHO�� ZKR� FRXOG� EH� D� \RXQJ� DGXOW� RU
DQRWKHU�FKLOG��GHPRQVWUDWHV�WKH�JDPH�E\�SOD\LQJ�IRU����WR����URXQGV��2Q
SUHVHW� URXQGV�� WKH�PRGHO�ZLQV� VRPH� WRNHQV�DQG�GRQDWHV� VRPH�RI� WKHVH
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VFDOH� VRFLHWLHV� ZLWK� ORWV� RI� VWUDQJHUV� DQG� DQRQ\PRXV� LQWHUDFWLRQV�� 7KH
VWUHQJWK�RI�WKHVH�LPSHUVRQDO�QRUPV��WKRXJK�XQXVXDO��LV�D�NH\�IHDWXUH�RI
PDQ\�PRGHUQ� VRFLHWLHV��%\� FRQWUDVW�� WKH� VPDOOHVW�VFDOH�KXPDQ� VRFLHWLHV
WHQG�QRW�WR�RIIHU�YHU\�PXFK�QRU�UHMHFW�ORZ�RIIHUV�EHFDXVH�WKH\�ODFN�VRFLDO
QRUPV�IRU�PRQHWDU\�H[FKDQJHV�ZLWK�VWUDQJHUV�RU�DQRQ\PRXV�RWKHUV���
+RZHYHU�� ZKHQ� JDPHV� DUH� SOD\HG� UHSHDWHGO\� LQ� WKH� ODERUDWRU\�

SDUWLFLSDQWV�EHJLQ�WR�GHYHORS�´ODE�VSHFLILFµ�VRFLDO�QRUPV�DV�WKH\�DGDSW�WR
D� QHZ� FRQWH[W�� 7KHVH� VRFLDO� QRUPV� LQFOXGH� PRWLYDWLRQV�� EHOLHIV�� DQG
H[SHFWDWLRQV�� LQFOXGLQJ�FRQFHUQV�DERXW�ZKDW�RWKHU�SHRSOH�ZLOO� WKLQN�RI
WKRVH�ZKR�YLRODWH�ZKDWHYHU�QRUPV�JRYHUQ�WKH�JDPH�

,W·V�$XWRPDWLF
,QWHUQDOL]HG� VRFLDO� QRUPV� KHOS� JXLGH� XV� WKURXJK� FRPSOH[� VRFLDO
HQYLURQPHQWV�� DOORZLQJ� SHRSOH� WR� DXWRPDWLFDOO\³ZLWKRXW� FRQVFLRXV
UHIOHFWLRQ� RU� FRPSOH[� PHQWDO� FDOFXODWLRQV� RI� WKH� UHSXWDWLRQDO
FRQVHTXHQFHV³GR�WKH�´ULJKW�WKLQJµ��L�H���FRPSO\�ZLWK�ORFDO�QRUPV���7KLV
FDQ� EH� VHHQ� LQ� KRZ� SHRSOH� UHVSRQG� LQ� WKH� 3XEOLF� *RRGV� *DPH�� 7KH
VWUXFWXUH� RI� WKLV� JDPH� FDSWXUHV� WKH� ORJLF� RI� UHDO�OLIH� VLWXDWLRQV�� OLNH
UHF\FOLQJ��JLYLQJ�EORRG��SD\LQJ�WD[HV��DQG�GHIHQGLQJ�WKH�FRPPXQLW\�� LQ
ZKLFK�WKH�JURXS�GRHV�EHVW�LI�HYHU\RQH�FRRSHUDWHV�EXW�WKH�LQGLYLGXDO�GRHV
EHVW� LI� KH� RU� VKH� DFWV� VHOILVKO\� ZKLOH� HYHU\RQH� HOVH� FRRSHUDWHV�� ,Q� WKLV
FODVVLF� FRRSHUDWLYH� GLOHPPD�� LQGLYLGXDOV� DUH� SODFHG� LQWR� JURXSV� ZLWK
WKUHH� VWUDQJHUV� IRU� D� VLQJOH� LQWHUDFWLRQ�� (DFK� SHUVRQ� JHWV� ��� WR� VWDUW�
:LWKRXW�NQRZLQJ�ZKDW�RWKHUV�ZLOO�GR��WKH\�KDYH�WR�FRQWULEXWH�EHWZHHQ��
DQG����WR�D�FRPPRQ�SURMHFW��:KDWHYHU�HQWHUV�WKH�SURMHFW�LV�GRXEOHG�DQG
WKHQ� GLVWULEXWHG� HTXDOO\� DPRQJ� DOO� IRXU� JURXS�PHPEHUV�� UHJDUGOHVV� RI
ZKDW�WKH\�FRQWULEXWHG�
7R�KLJKOLJKW� WKH� FRRSHUDWLYH�GLOHPPD�� FRQVLGHU� WKDW� WKH� JURXS�JHWV

WKH�KLJKHVW�SD\RII�LI�HYHU\RQH�FRQWULEXWHV�DOO�IRXU�RI�WKHLU�GROODUV�WR�WKH
FRPPRQ� SURMHFW� �ܧ��� ��� � ������ 7KLV�PRQH\� GRXEOHV� WR� ���� DQG� LV
GLVWULEXWHG� HTXDOO\� VR� WKDW� HYHU\RQH� JRHV� KRPH� ZLWK� ��� �WZLFH� ZKDW
HDFK� VWDUWHG� ZLWK��� +RZHYHU�� HYHU\� LQGLYLGXDO� GRHV� EHVW� LI� WKH\� NHHS
WKHLU����DQG�IUHH�ULGH�RQ�WKRVH�ZKR�FRQWULEXWH�WR�WKH�FRPPRQ�SURMHFW�
)RU�H[DPSOH��LI�WKUHH�SHRSOH�FRQWULEXWH����DQG�RQH�IUHH�ULGHU�FRQWULEXWHV
QRWKLQJ� WR� WKH� FRPPRQ� SURMHFW�� WKHQ� WKH� WKUHH� FRQWULEXWRUV� JR� KRPH
ZLWK����HDFK��DQG�WKH�IUHH�ULGHU�JRHV�KRPH�ZLWK����³KLV�LQLWLDO����SOXV
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WKH� ��� KH� JRW� IURP� WKH� FRPPRQ� SURMHFW�� ,I� WKUHH� SHRSOH� IUHH� ULGH� DQG
RQO\�RQH�SHUVRQ�FRQWULEXWHV�KLV�HQWLUH�����WKHQ�WKH�IUHH�ULGHUV�JR�KRPH
ZLWK����HDFK�ZKLOH�WKH�FRQWULEXWRU�JHWV�RQO\�����7KXV��WKRVH�DLPLQJ�WR
PD[LPL]H� WKHLU�SD\RII� VKRXOG�FRQWULEXWH�]HUR��+RZHYHU��PRVW�HGXFDWHG
:HVWHUQHUV�DJUHH�WKDW³LI�DVNHG³SOD\HUV�VKRXOG�FRQWULEXWH�DOO�WKH�PRQH\
WR� WKH� FRPPRQ� SURMHFW�� $PRQJ� WKH� W\SLFDO� H[SHULPHQWDO� VXEMHFWV
�XQGHUJUDGXDWHV���WKH�DYHUDJH�FRQWULEXWLRQV�DUH�FRPPRQO\�EHWZHHQ����
DQG������ZLWK�PDQ\�SHRSOH�FRQWULEXWLQJ�HLWKHU�������FRRSHUDWRUV��RU
����IUHH�ULGHUV����
7R� H[DPLQH�ZKHWKHU� KLJK� FRQWULEXWLRQV� LQ� WKH� 3XEOLF�*RRGV�*DPH�

DQG�SURVRFLDO�FKRLFHV� LQ�RWKHU�VXFK�JDPHV��UHVXOW� IURP�DXWRPDWLF�QRUP
IROORZLQJ�� 'DYLG� 5DQG� DQG� KLV� FROOHDJXHV� H[DPLQHG� WKH� UHODWLRQVKLS
EHWZHHQ�WKH�WLPH�SHRSOH�VSHQW�PDNLQJ�WKHLU�FRQWULEXWLRQ�GHFLVLRQV�DQG
WKH�VL]H�RI�WKHLU�FRQWULEXWLRQV��)LJXUH������VKRZV�RQH�RI�'DYH·V�ILQGLQJV�
WKH� PRUH� UDSLGO\� SDUWLFLSDQWV� PDGH� WKHLU� GHFLVLRQ�� WKH� KLJKHU� WKHLU
FRQWULEXWLRQ�ZDV�WR�WKH�FRPPRQ�SRRO³WKDW�LV��TXLFN��JXW�UHVSRQVHV�ZHUH
PRUH�FRRSHUDWLYH���

)LJXUH� ������ 3ORW� VKRZLQJ� WKDW� WKH� ORQJHU� SHRSOH� WRRN� WR� GHFLGH� ZKDW� WR� GR�� WKH� OHVV� WKH\
FRRSHUDWLYH�WKH\�ZHUH�

6XFK�ILQGLQJV�DUH�SURYRFDWLYH��EXW�LW�FRXOG�EH�WKDW�FRRSHUDWLYH�SHRSOH
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VORZO\� GUDLQLQJ� DV� WKHLU� OLWWOH� DYDWDU� ZDONHG� GRZQ� D� YLUWXDO� VWUHHW� RQ
WKHLU� VFUHHQ��:KDWHYHU�PRQH\� UHPDLQHG� LQ� WKHLU� SRRO�ZKHQ� WKH� DYDWDU
UHDFK�WKH�RWKHU�VLGH�RI�WKHLU�VFUHHQ�ZDV�WKHLUV�WR�WDNH�KRPH��)ROORZLQJ
DQ�H[SOLFLW�UXOH��WKH�DYDWDU�ZRXOG�DXWRPDWLFDOO\�VWRS�DW�UHG�OLJKWV�DORQJ
WKH� YLUWXDO� VWUHHW� DQG�ZDLW�� ZKLOH� WKH�PRQH\�ZRXOG� FRQWLQXH� WR� GUDLQ
IURP�WKH�SDUWLFLSDQW·V�DFFRXQW��7R�PDNH�WKH�DYDWDU�JR��SOD\HUV�RQO\�KDG
WR�SUHVV�D�NH\��DQ\�NH\��:KLOH� WKH\�FRXOG�PDNH� WKHLU�DYDWDU�JR�DW�DQ\
WLPH��UHJDUGOHVV�RI�WKH�OLJKW·V�FRORU��PDQ\�SHRSOH�ZDLWHG�DW�DOO�WKH�OLJKWV
IRU�JUHHQ��$IWHU�WKLV�´UXOH�IROORZLQJµ�JDPH��SDUWLFLSDQWV�SOD\HG�HFRQRPLF
JDPHV�� OLNH� WKH� 8OWLPDWXP�� 'LFWDWRU�� DQG� 3XEOLF� *RRGV� *DPHV�� 7KH
UHVXOWV�FRQILUPHG�(ULN·V�VXVSLFLRQV��WKH�DPRXQW�RI�WLPH�SHRSOH�ZDLWHG�DW
WKH�OLJKWV�ZDV�DVVRFLDWHG�ZLWK�PDNLQJ�PRUH�HTXDO�RIIHUV�LQ�WKH�'LFWDWRU
*DPH��FRQWULEXWLQJ�PRUH�LQ�WKH�3XEOLF�*RRGV�*DPH��DQG�SXQLVKLQJ�ORZ
RIIHUV�PRUH� IUHTXHQWO\� LQ� WKH�8OWLPDWXP�*DPH��2EVHUYDQFH�RI� D� FRVWO\
QRQVRFLDO� UXOH�� OLNH�ZDLWLQJ�DW� WUDIILF� OLJKWV��DSSHDUV� WR�EH�XQGHUSLQQHG
E\�WKH�VDPH�SV\FKRORJLFDO�PDFKLQHU\�DV�FRPSO\LQJ�ZLWK��DQG�SXQLVKLQJ�
VRFLDO�QRUPV�LQ�EHKDYLRUDO�JDPHV���
$V� ERWK� $GDP� 6PLWK� DQG� )ULHGULFK� +D\HN� DUJXHG� ORQJ� EHIRUH� (ULN

DQG�PH�� LW·V�RXU�DXWRPDWLF�QRUP�IROORZLQJ³QRW�RXU�VHOI�LQWHUHVW�RU�RXU
FRRO�UDWLRQDO�FDOFXODWLRQ�RI�IXWXUH�FRQVHTXHQFHV³WKDW�RIWHQ�PDNHV�XV�GR
WKH�´ULJKW�WKLQJµ�DQG�DOORZV�RXU�VRFLHWLHV�WR�ZRUN��7KLV�PHDQV�WKDW�KRZ
ZHOO�D�VRFLHW\�IXQFWLRQV�GHSHQGV�RQ�LWV�SDFNDJH�RI�VRFLDO�QRUPV�

$QG�LQ�WKH�%UDLQ
7KH� HIIHFWV� RI� LQWHUQDOL]LQJ� QRUPV� FDQ� EH� VHHQ� LQ� RXU� EUDLQV� ZKHQ
HFRQRPLF� JDPHV� DUH� FRPELQHG� ZLWK� WRROV� IURP� QHXURVFLHQFH�� :KHQ
SHRSOH� FRRSHUDWH�� JLYH� WR� FKDULW\�� RU� SXQLVK� QRUP� YLRODWRUV� LQ� ORFDOO\
SUHVFULEHG�ZD\V�� WKH�´UHZDUGV�FLUFXLWVµ� LQ� WKHLU�EUDLQV� ILUH�XS��6RPH�RI
WKHVH� DUH� WKH� VDPH� FLUFXLWV� WKDW� ILUH� ZKHQ� SHRSOH� DUH� UHZDUGHG� ZLWK
PRQH\�RU�IRRG��\HW�LQ�WKHVH�FRVWO\�VRFLDO�FRQWH[WV��WKH�FLUFXLWV�DUH�ILULQJ
GHVSLWH� WKH� IDFW� WKDW� LQGLYLGXDOV� DUH� DFWXDOO\� ORVLQJ� PRQH\���
1HXURORJLFDOO\�VSHDNLQJ��SHRSOH�´OLNHµ�WR�FRPSO\�ZLWK�QRUPV�DQG�SXQLVK
QRUP�YLRODWRUV�
8VLQJ� WKHVH� EUDLQ�LPDJLQJ� WRROV�� LW·V� LQVWUXFWLYH� WR� FRQVLGHU� ZKDW

SHRSOH·V� EUDLQV� GR� ZKHQ� ZH� GHFLGH� WR� EUHDN� D� VRFLDO� QRUP�� &RQVLGHU
O\LQJ��1HXURORJLFDOO\��O\LQJ�UHTXLUHV�PRVW�SHRSOH��WKRXJK�SUHVXPDEO\�QRW
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ODZ\HUV� RU� FDU� VDOHVPHQ� �MXVW� NLGGLQJ��� WR� RYHUULGH� WKHLU� DXWRPDWLF� RU
XQUHIOHFWLYH� UHDFWLRQV� E\� HQJDJLQJ� WKRVH� EUDLQ� UHJLRQV� UHVSRQVLEOH� IRU
FRJQLWLYH�FRQWURO�DQG�DEVWUDFW�UHDVRQLQJ��7KDW�LV��YLRODWLQJ�D�VRFLDO�QRUP
UHTXLUHV� PHQWDO� HIIRUW� DQG� ´KLJKHUµ� FRJQLWLRQ���� 0RVW� :HVWHUQHUV�� IRU
H[DPSOH�� KDYH� WR� RYHUULGH� DQ� LQWHUQDOL]HG� QRUP� WR� OLH� WR� VWUDQJHUV� LQ
PDQ\� FRQWH[WV��1RWH�� RI� FRXUVH�� WKDW� LQWHQWLRQDOO\� QRW� WHOOLQJ� WKH� WUXWK
LVQ·W� DOZD\V� D� QRUP�YLRODWLRQ�� VXFK� DV�ZLWK� ´ZKLWH� OLHV�µ�$QG� LQ�PDQ\
SODFHV�LW·V�FRQVLGHUHG�WRWDOO\�ILQH³LI�QRW�HQFRXUDJHG³WR�OLH�WR�VWUDQJHUV
RU�IRUHLJQHUV�WR�EHQHILW�RQHVHOI�RU�RQH·V�IDPLO\��QR�´RYHU�ULGHµ�QHHGHG��
:K\�ZRXOG�QDWXUDO�VHOHFWLRQ�KDYH�EXLOW�XV�WR�EH�QRUP�LQWHUQDOL]HUV"

%URDGO\�VSHDNLQJ��LQWHUQDOL]LQJ�PRWLYDWLRQV�KHOSV�XV�WR�PRUH�HIIHFWLYHO\
DQG�HIILFLHQWO\�QDYLJDWH�RXU�VRFLDO�ZRUOG��D�ZRUOG�LQ�ZKLFK�VRPH�RI�WKH
PRVW� IUHTXHQW� DQG� GDQJHURXV� SLWIDOOV� LQYROYH� YLRODWLQJ� QRUPV�� 6XFK
PRWLYDWLRQV�PD\�KHOS�XV�DYRLG�VKRUW�WHUP�WHPSWDWLRQV��UHGXFH�FRJQLWLYH
RU�DWWHQWLRQDO� ORDGV��RU�PRUH�SHUVXDVLYHO\�FRPPXQLFDWH�RXU� WUXH� VRFLDO
FRPPLWPHQWV� WR� RWKHUV�� 7KH� ORJLF� KHUH� SDUDOOHOV� WKDW� ZKLFK� ZH
HQFRXQWHUHG�LQ�FKDSWHU����ZKHUH�,�H[SODLQHG�KRZ�FXOWXUDO�OHDUQLQJ�FRXOG
RYHUFRPH�DQ�LQQDWH�DYHUVLRQ�WR�FKLOL�SHSSHUV�DQG�RWKHU�VSLFHV�LQ�RUGHU�WR
UHGXFH�WKH�GDQJHUV�RI�PHDW�ERUQH�SDWKRJHQV��5HLQWHUSUHWLQJ�WKH�SDLQ�DV
SOHDVXUH�KHOSV� LQGLYLGXDOV�QDYLJDWH� WKH�HFRORJLFDO� ODQGVFDSH�E\� VROYLQJ
DQ� DGDSWLYH� SUREOHP� �PHDW�ERUQH� SDWKRJHQV�� ZLWKRXW� XV� HYHQ� EHLQJ
DZDUH� RI� LW�� $QDORJRXVO\�� LQWHUQDOL]LQJ� QRUPV� DV� WDVWHV� KHOSV� XV� PRUH
HDVLO\�DQG�LQWXLWLYHO\�QDYLJDWH�WKH�VRFLDO�ODQGVFDSH�

:K\�6SRWWLQJ�3RWHQWLDO�1RUP�9LRODWLRQV�,V�(DV\
,Q� DGGLWLRQ� WR� WKH� LQWHUQDOL]DWLRQ� RI� VRFLDO� QRUPV�� FXOWXUH�JHQH
FRHYROXWLRQ�KDV�KRQHG�RXU�FRJQLWLYH�DELOLWLHV��PRWLYDWLRQV�DQG�HPRWLRQV
LQ�YDULRXV�ZD\V��LQFOXGLQJ�ZD\V�WKDW�SHUPLW�XV�WR�HIIHFWLYHO\�PDQDJH�RXU
UHSXWDWLRQV�� 2Q� WKH� FRJQLWLYH� VLGH�� ERWK� FKLOGUHQ� DQG� DGXOWV� DUH�PRUH
VNLOOHG� DW� VROYLQJ� ORJLF� SUREOHPV�ZKHQ� WKH� ODWWHU� DUH� FRQWH[WXDOL]HG� DV
QRUP� YLRODWLRQV�� 7KLV� KHOSV� XV� DYRLG� FRPPLWWLQJ� QRUP� YLRODWLRQV
RXUVHOYHV� DQG� SLFN� RXW� RWKHU� QRUP� YLRODWRUV�� ZKRP� ZH� PLJKW� EH
UHTXLUHG�WR�SXQLVK��DYRLG��RU�RVWUDFL]H��DQG�HYHQ�EH�UHZDUGHG�IRU�GRLQJ
VR���$V�ZH�VDZ�LQ�)LML��VSRWWLQJ�QRUP�YLRODWRUV�UHVXOWV�LQ�RSSRUWXQLWLHV�WR
MXVWLILDEO\�VWHDO�WKHLU�FURSV�RU�WDNH�UHYHQJH�IRU�SDVW�JULHYDQFHV�
7R� XQGHUVWDQG� WKHVH� DELOLWLHV�� FRQVLGHU� WKLV� H[SHULPHQW� ZLWK� WKUHH�



DQG�IRXU�HDU�ROGV��WKH�FKLOGUHQ�KHDU�RQH�RI�WZR�VWRULHV�DQG�WKHQ�KDYH�WR
VROYH�D�ORJLF�SUREOHP��,Q�ERWK�VWRULHV��WKH\�DUH�WROG�DERXW�VRPH�PLFH�WKDW
JR�RXW�WR�SOD\�LQ�WKH�HYHQLQJ��6RPH�RI�WKHVH�PLFH�WHQG�WR�VTXHDN�ZKLOH
SOD\LQJ�� ZKLFK� DWWUDFWV� WKH� QHLJKERUKRRG� FDW�� ZKR� FRPHV� DQG� WULHV� WR
FDWFK�WKHP�� ,Q�RQH�YHUVLRQ�� WKH�FKLOGUHQ�KHDU�D�GHVFULSWLYH�FODLP��ZKLFK
VWDWHV�WKDW�DOO�VTXHDN\�PLFH�VWD\�LQ�WKH�KRXVH�LQ�WKH�HYHQLQJ��,Q�WKH�RWKHU
YHUVLRQ�� WKH\� DUH� WROG� DERXW� D� VRFLDO� QRUP� SUHVFULELQJ� WKDW� DOO� VTXHDN\
PLFH�PXVW�VWD\�LQ�WKH�KRXVH��1RZ�IRU�WKH�WHVW��7KH�FKLOGUHQ�DUH�SODFHG�LQ
IURQW�RI�WKH�PRXVH�KRXVH��ZLWK�WHQ�\HOORZ�UXEEHU�PLFH�LQVLGH�WKH�KRXVH�
7KH\� DUH� DOVR� VKRZQ� WKDW� ´VTXHDN\µ� DQG� ´TXLHWµ� PLFH� FDQ� RQO\� EH
GLVWLQJXLVKHG� E\� VTXHH]LQJ� WKH�PLFH� DQG� OLVWHQLQJ� IRU� D� VTXHDN�� 7KHQ�
HYHQLQJ� DUULYHV� DW� WKH�PRXVH� KRXVH�� DQG� IRXU�PLFH� OHDYH� WKH� KRXVH� WR
SOD\� LQ� WKH� EDFN\DUG�� 'HSHQGLQJ� RQ� ZKLFK� YHUVLRQ� RI� WKH� VWRU\� WKH\
KHDUG�� FKLOGUHQ� ZHUH� WDVNHG� HLWKHU� ZLWK� ���� FKHFNLQJ� WR� VHH� LI� WKH
GHVFULSWLYH�FODLP�ZDV�WUXH�RU�����ORFDWLQJ�QRUP�YLRODWRUV��7KH�DQVZHU�LV
WKH�VDPH�LQ�ERWK�FDVHV��\RX�KDYH�WR�FKHFN�DOO�WKH�PLFH�LQ�WKH�EDFN\DUG�
QRW� LQ� WKH�KRXVH��&KHFNLQJ� WKH�PLFH� LQ� WKH�KRXVH� WHOOV�\RX� OLWWOH�� VLQFH
TXLHW�PLFH�PLJKW�EH�LQ�WKH�KRXVH�LQ�HLWKHU�FDVH��DQG�\RX�GRQ·W�NQRZ�KRZ
PDQ\�RI�HDFK�NLQG�RI�PLFH�WKHUH�DUH��:KHQ�FKHFNLQJ�IRU�QRUP�YLRODWLRQV�
PRVW� WKUHH�� DQG� IRXU�\HDU�ROGV� GHFLGHG� WR� FKHFN� WKH� PLFH� LQ� WKH
EDFN\DUG�� +RZHYHU�� ZKHQ� YHULI\LQJ� WKH� GHVFULSWLYH� VWDWHPHQW��PRVW� RI
WKH� FKLOGUHQ�GLG�QRW� WKLQN� WR� FKHFN� WKH�EDFN\DUG�PLFH���� 7KLV� VXJJHVWV
WKDW�VHWWLQJ�XS�WKH�WDVN�WR�FXH�QRUP�SV\FKRORJ\�PDGH�WKH�FKLOGUHQ�EHWWHU
DW�VROYLQJ�WKH�ORJLF�SUREOHP�
7KLV� VHOI�GRPHVWLFDWLRQ� SURFHVV� KDV� DOVR� WLQNHUHG� ZLWK� RXU� IHHOLQJV

DQG� HPRWLRQDO� GLVSOD\V� WR� EHWWHU� QDYLJDWH� D� ZRUOG� JRYHUQHG� E\� VRFLDO
QRUPV�� 3ULPDWH� HPRWLRQV� UHODWHG� WR� VKDPH� DQG� SULGH� KDYH� EHHQ
UHWURILWWHG� WR� DSSO\� WR� VRFLDO� QRUPV�� 6KDPH� LQ� KXPDQV� HYROYHG
�JHQHWLFDOO\��IURP�D�SULPDWH�´SURWR�VKDPH�µ�WKH�SDFNDJH�RI�IHHOLQJV�DQG
ERGLO\�GLVSOD\V�WKDW�ZH�VHH�LQ�SULPDWHV�ZKHQ�LQGLYLGXDOV�GHPRQVWUDWH�RU
VLJQDO�WKHLU�VXERUGLQDWH�VWDWXV�WR�D�GRPLQDQW�JURXS�PHPEHU��7KH�VKDPH
DQG�SURWR�VKDPH�GLVSOD\�LQ�ERWK�KXPDQV�DQG�SULPDWHV�LQYROYHV�VOXPSHG
VKRXOGHUV��GRZQFDVW� JD]H�� FURXFKLQJ�� DQG�D�GLPLQXWLYH�ERG\�SRVWXUH³
WKH� LGHD� VHHPV� WR� EH� WR� ORRN� VPDOO� DQG� XQLPSRVLQJ�� +RZHYHU�� DV� WKH
DQWKURSRORJLVW� 'DQ� )HVVOHU� KDV� SHUVXDVLYHO\� DUJXHG�� VKDPH� LQ� KXPDQV
HPHUJHV�ZKHQ�VRPHRQH�YLRODWHV�D�VRFLDO�QRUP�RU�GHOLYHUV�D�VXEVWDQGDUG
SHUIRUPDQFH� DV� ZHOO� DV� LQ� VWDWXV� KLHUDUFKLHV� �VHH� FKDSWHU� ���� 1RUP



YLRODWRUV�GLVSOD\�VKDPH�WR�WKHLU�FRPPXQLWLHV�IRU�FRPPXQLFDWLYH�UHDVRQV
WKDW� SDUDOOHO� WKRVH� WKDW� GULYH� VXERUGLQDWHV� WR� GLVSOD\� VKDPH� LQ� WKH
SUHVHQFH� RI�PRUH� GRPLQDQW� DQLPDOV�� ,Q� ERWK� FDVHV�� WKH� VKDPH� GLVSOD\
UHDI�ILUPV� WKHLU� DFFHSWDQFH� RI� WKH� ORFDO� VRFLDO� RUGHU�� ,Q� WKH� FRQWH[W� RI
QRUP� YLRODWLRQV�� WKH� DVKDPHG� LV� HIIHFWLYHO\� VD\LQJ� WR� WKH� FRPPXQLW\�
´<HV�� ,� NQRZ� ,� YLRODWHG� D� QRUP�� DQG� VKRXOG� EH� DGPRQLVKHG� IRU� LW�� EXW
SOHDVH�GRQ·W�EH�WRR�KDUVK�RQ�PH�µ��
7KH�VDPH�NLQG�RI�FRHYROXWLRQDU\�SURFHVV�PD\�KDYH�SURYLGHG�VRPH�RI

WKH�EDVLF�PHQWDO�WRROV�IRU�DVVLJQLQJ�UHSXWDWLRQV�WR�LQGLYLGXDOV�DV�ZHOO�DV
FHUWDLQ� GHIDXOW� VHWWLQJV� DQG� PRWLYDWLRQV� IRU� MXGJLQJ� WKLQJV� OLNH� KDUP�
IDLUQHVV��DQG�VWDWXV��7KHVH�SV\FKRORJLFDO�DGDSWDWLRQV�HYROYHG�JHQHWLFDOO\
LQ� UHVSRQVH� WR� WKH� EURDG� VSUHDGLQJ³E\� LQWHUJURXS� FRPSHWLWLRQ³RI
VRFLDO�QRUPV�WKDW�����VXSSUHVVHG�WKH�KDUPLQJ�RI�FRPPXQLW\�RU� LQJURXS
PHPEHUV�� ���� SUHVFULEHG� HTXLWDEOH� WUHDWPHQW� WR� SHHUV�� DQG� ���
HVWDEOLVKHG�HQGXULQJ�VWDWXV�UHODWLRQVKLSV��2QH�RI�P\�8%&�FROOHDJXHV��WKH
GHYHORSPHQWDO�SV\FKRORJLVW�.LOH\�+DPOLQ��KDV�VKRZQ�WKDW�EHIRUH�WKH�HQG
RI�WKHLU�ILUVW�\HDU�RI�OLIH��EDELHV�PDNH�UDWKHU�QXDQFHG�VRFLDO�GLVWLQFWLRQV
FRQVLVWHQW� ZLWK� WKHVH� SUHGLFWLRQV�� %\� XVLQJ� SXSSHW� VKRZV� DV� VLPSOH
PRUDOLW\�SOD\V��.LOH\·V�HIIRUWV�UHYHDO�WKDW�LQIDQWV�SUHIHU�SXSSHWV�ZKR�KHOS
RWKHUV� EXW� GRQ·W� JHQHUDOO\� OLNH� WKRVH� SXSSHWV�ZKR� KLQGHU� RU� RWKHUZLVH
KXUW�RWKHUV��&UXFLDOO\��KRZHYHU��EDELHV�UDSLGO\�GHYHORS�D�NH\�QXDQFH��E\
HLJKW�PRQWKV�RI�DJH��EDELHV�SUHIHU�SXSSHWV�ZKR�KXUW�SUHYLRXVO\�DQWLVRFLDO
SHUVRQV� �WKRVH� VSRWWHG� KDUPLQJ� RWKHU� SXSSHWV�� RYHU� WKRVH� ZKR� KHOS
DQWLVRFLDO� W\SHV�� +XUWLQJ� RWKHUV� LV� ILQH� DFFRUGLQJ� WR� EDELHV�� DV� ORQJ� DV
WKRVH�RWKHUV�DUH�NQRZQ�WR�KDUP�RWKHUV�RU�DUH�PHPEHUV�RI�RWKHU�JURXSV�
6LPLODUO\��WRGGOHUV�DFWLYHO\�SXQLVK��E\�WDNLQJ�WUHDWV�DZD\�IURP�JX\V�ZKR
KHOS�DQWLVRFLDO�RWKHUV�� LQVWHDG�� WKH\�SUHIHU�SXSSHWV�ZKR�KXUW�DQWLVRFLDO
JX\V��7KLV�ZRUN�VKRZV�WKDW��HDUO\�LQ�GHYHORSPHQW��EDELHV�DOUHDG\�SRVVHVV
VRPH� RI� WKH� NH\� UHSXWDWLRQDO� DQG� PRWLYDWLRQDO� HOHPHQWV� WKDW� VXVWDLQ
VRFLDO� QRUPV� LQ� VPDOO�VFDOH� VRFLHWLHV� DQG� VHHP� SUHSDUHG� WR� DSSO\� WKDW
UHSXWDWLRQDO�ORJLF�WR�VLPSOH�FLUFXPVWDQFHV�RI�KHOSLQJ�DQG�KXUWLQJ���
,Q�VKRUW�� WR�VXUYLYH� LQ�D�ZRUOG�JRYHUQHG�E\�VRFLDO�UXOHV�HQIRUFHG�E\

WKLUG�SDUWLHV� DQG� UHSXWDWLRQV��ZH�EHFDPH�QRUP� OHDUQHUV�ZLWK�SURVRFLDO
ELDVHV�� QRUP� DGKHUHUV� LQWHUQDOL]LQJ� NH\� PRWLYDWLRQV�� QRUP�YLRODWLRQ
VSRWWHUV��DQG�UHSXWDWLRQ�PDQDJHUV��7KLV�PDNHV�XV�UDWKHU�XQOLNH�DQ\�RWKHU
VSHFLHV�
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OHDUQLQJ�PHDQ�WKDW�DV�WUDQVPLVVLRQ�SURFHHGV�DFURVV�WKH�JURXS��DQG�RYHU
JHQHUDWLRQV�� WKH� QXPHURXV� HUURUV�� UHFRPELQDWLRQV�� DQG� LQWHQWLRQDO
PRGLILFDWLRQV�WKDW�GRQ·W�OHDG�WR�JUHDWHU�VXFFHVV�ZLOO�EH�ILOWHUHG�RXW��ZKLOH
WKRVH�WKDW�GR�ZLOO�WHQG�WR�FROOHFW�DQG�VSUHDG��
7KH�VL]H�RI�WKH�JURXS�DQG�WKH�VRFLDO�LQWHUFRQQHFWHGQHVV�DPRQJ�WKHVH

LQGLYLGXDOV� SOD\V� D� FUXFLDO� UROH� LQ� WKLV� SURFHVV�� 7KH�PRVW� REYLRXV�ZD\
WKDW�WKH�VL]H�RI�D�JURXS�FDQ�PDWWHU�LV�WKDW�PRUH�PLQGV�FDQ�JHQHUDWH�PRUH
OXFN\� HUURUV�� QRYHO� UHFRPELQDWLRQV�� FKDQFH� LQVLJKWV�� DQG� LQWHQWLRQDO
LPSURYHPHQWV�� 7R� VHH� WKLV� LQ� VWDUNHVW� WHUPV�� FRQVLGHU� KRZ� JURXS� VL]H
LQIOXHQFHV�WKH�FKDQFH�RI�FRPLQJ�XS�ZLWK�DQ�LQYHQWLRQ��VD\�XVLQJ�IHDWKHUV
WR�IOHWFK�DQ�DUURZ��6XSSRVH�DQ\�RQH�LQGLYLGXDO�RSHUDWLQJ�DORQH�ZLOO�RQO\
ILJXUH� RXW³E\� OXFN� RU� HIIRUW³´DUURZ� IOHWFKLQJµ� RQFH� LQ� RQH� WKRXVDQG
OLIHWLPHV��7KH� FKDQFH� WKDW� DW� OHDVW� RQH�SHUVRQ� LQ� D� JURXS�RI����SHRSOH
ZLOO�ILJXUH�RXW�IOHWFKLQJ�LQ�WKHLU� OLIHWLPHV�LV�WKHQ�����6R��RQ�DYHUDJH��D
JURXS� RI� ��� SHUVRQV� ZLOO� WDNH� ���� JHQHUDWLRQV� WR� FRPH� XS� ZLWK� WKLV
LQYHQWLRQ��������\HDUV���,Q�D�JURXS�RI�����SHRSOH��DW�OHDVW���SHUVRQ�ZLOO
GHYLVH� LW�����RI� WKH� WLPH� LQ�RQH� OLIHWLPH��&RQVHTXHQWO\��RQ�DYHUDJH�� LW
ZLOO�WDNH����JHQHUDWLRQV�IRU�WKH�JURXS�WR�ILJXUH�WKLV�RXW������\HDUV���)RU
�����SHRSOH��WKHUH·V�D�����FKDQFH�WKH\�ZLOO�JHW�LW�LQ���JHQHUDWLRQ��DQG
RQ�DYHUDJH�� WKH\�ZLOO� ILJXUH� LW�RXW� LQ�����JHQHUDWLRQV�����\HDUV��� ,I�\RX
FDQ�XQLWH��������PLQGV��\RX�ZLOO�KDYH� IOHWFKLQJ� LQ���JHQHUDWLRQ� �ZHOO�
WHFKQLFDOO\��D���������FKDQFH���6R��ELJJHU�JURXSV�KDYH�WKH�SRWHQWLDO�IRU
PRUH� UDSLG� FXPXODWLYH� FXOWXUDO� HYROXWLRQ�� HVSHFLDOO\� VLQFH� WKHVH� HIIHFWV
IXUWKHU� FRPSRXQG� ZKHQ� \RX� FRQVLGHU� WKDW� PDQ\� LQYHQWLRQV� UHTXLUH
FRPELQLQJ�VHYHUDO�HOHPHQWV��VR�WKHLU�UDWH�RI�HPHUJHQFH�GHSHQGV�RQ�WKH
VORZHVW�HOHPHQW�
7KLV�� RI� FRXUVH�� DVVXPHV� WKDW� WKH� PHPEHUV� RI� WKLV� JURXS� DUH

VXIILFLHQWO\� VRFLDOO\� LQWHUFRQQHFWHG� WR� RWKHU� PHPEHUV� RI� WKH� JURXS� VR
WKDW� WKHLU� LPSURYHPHQWV� FDQ� UDSLGO\� VSUHDG� WKURXJK� WKH� JURXS�� 7KH
ELJJHU� WKH� JURXS�� WKH�PRUH� LPSODXVLEOH� WKLV� DVVXPSWLRQ� LV�� 7R� VHH� WKH
LPSRUWDQFH�RI�WKLV�VRFLDOLW\��LPDJLQH�WKDW�HYHU\�SHUVRQ�LV�D�VRFLDO�LVODQG
ZKR�NHHSV�DQ\�LQVLJKWV�KH�KDV�VHFUHW�IURP�DOO�RWKHUV��:KDW�KDSSHQV"
:HOO��QRW�PXFK��6RPH�LQGLYLGXDOV�ZLOO�PDNH�VOLJKWO\�EHWWHU�WRROV��EXW

WKHQ�WKH\�ZLOO�GLH�DQG�WKHLU�LPSURYHPHQWV�ZLOO�JR�ZLWK�WKHP��1R�IDQF\
WRROV�ZLOO�HPHUJH��$QG�WKH�VL]H�RI�WKH�JURXS�GRHVQ·W�PDWWHU��7KLV� LV�WKH
FDVH�IRU�PRVW�DQLPDOV�
7KXV��DORQJ�ZLWK�JURXS�VL]H��WKH�GHJUHH�RI�VRFLDO�LQWHUFRQQHFWHGQHVV

Brad DeLong



LV�YHU\�SRZHUIXO�LQ�JHQHUDWLQJ�FXPXODWLYH�FXOWXUDO�HYROXWLRQ��HYHQ�PRUH
SRZHUIXO� WKDQ� LQGLYLGXDO� VPDUWV�� &RQVLGHU� WZR� YHU\� ODUJH� SUHKXPDQ
SRSXODWLRQV�� WKH�*HQLXVHV� DQG� WKH�%XWWHUIOLHV�� 6XSSRVH� WKH�*HQLXVHV�ZLOO
GHYLVH� DQ� LQYHQWLRQ� RQFH� LQ� ��� OLIHWLPHV�� 7KH� %XWWHUIOLHV� DUH� PXFK
GXPEHU�� RQO\� GHYLVLQJ� WKH� VDPH� LQYHQWLRQ� RQFH� LQ� ����� OLIHWLPHV�� 6R�
WKLV�PHDQV�WKDW�WKH�*HQLXVHV�DUH�����WLPHV�VPDUWHU�WKDQ�WKH�%XWWHUIOLHV�
+RZHYHU�� WKH�*HQLXVHV�DUH�QRW�YHU\�VRFLDO�DQG�KDYH�RQO\��� IULHQG�WKH\
FDQ� OHDUQ� IURP��7KH�%XWWHUIOLHV�KDYH���� IULHQGV��PDNLQJ� WKHP����WLPHV
PRUH� VRFLDO�� 1RZ�� HYHU\RQH� LQ� ERWK� SRSXODWLRQV� WULHV� WR� REWDLQ� DQ
LQYHQWLRQ��ERWK�E\� ILJXULQJ� LW� RXW� IRU� WKHPVHOYHV� DQG�E\� OHDUQLQJ� IURP
IULHQGV�� 6XSSRVH� OHDUQLQJ� IURP� IULHQGV� LV� GLIILFXOW�� LI� D� IULHQG� KDV� LW�� D
OHDUQHU�RQO\� OHDUQV� LW�KDOI� WKH� WLPH��$IWHU�HYHU\RQH�KDV�GRQH� WKHLU�RZQ
LQGLYLGXDO� OHDUQLQJ� DQG� WULHG� WR� OHDUQ� IURP� WKHLU� IULHQGV�� GR� \RX� WKLQN
WKH� LQQRYDWLRQ� ZLOO� EH� PRUH� FRPPRQ� DPRQJ� WKH� *HQLXVHV� RU� WKH
%XWWHUIOLHV"
:HOO�� DPRQJ� WKH� *HQLXVHV� D� ELW� IHZHU� WKDQ� �� RXW� RI� �� LQGLYLGXDOV

������ZLOO�HQG�XS�ZLWK�WKH�LQYHQWLRQ��+DOI�RI�WKRVH�*HQLXVHV�ZLOO�KDYH
ILJXUHG� LW� RXW� DOO� E\� WKHPVHOYHV�� 0HDQZKLOH�� ������ RI� %XWWHUIOLHV� ZLOO
KDYH� WKH� LQQRYDWLRQ�� EXW� RQO\� ����� ZLOO� KDYH� ILJXUHG� LW� RXW� E\
WKHPVHOYHV��.HHS�LQ�PLQG�WKDW�WKH�*HQLXVHV�ZHUH�����WLPHV�VPDUWHU�WKDQ
WKH�%XWWHUIOLHV�ZKHUHDV� WKH�%XWWHUIOLHV�ZHUH�RQO\���� WLPHV�PRUH� VRFLDO�
%RWWRP�OLQH��LI�\RX�ZDQW�WR�KDYH�FRRO�WHFKQRORJ\��LW·V�EHWWHU�WR�EH�VRFLDO
WKDQ�VPDUW�
1RZ��VXSSRVH�WKH�LQYHQWLRQ�PHQWLRQHG�DERYH�LV�WKH�ERZ�DQG�DUURZ�

DQG� WKH� %XWWHUIOLHV� DQG� WKH� *HQLXVHV� FRPH� LQWR� FRQIOLFW� RYHU� WHUULWRU\�
:KR�ZRXOG�ZLQ��WKH�VPDUWHU�JURXS�RU�WKH�PRUH�VRFLDO�RQH"�,W·V�XQFOHDU�
EXW� WKH� %XWWHUIOLHV�ZRXOG� KDYH� D� JRRG� FKDQFH� VLQFH� WKH\�ZRXOG� DOO� EH
DUPHG�ZLWK�ERZV�DQG�DUURZV��EXW�RQO\�����RI�WKH�*HQLXVHV�ZRXOG��
7KLV�FXOWXUDO�HYROXWLRQDU\�SURFHVV�PD\�DOVR�VKDSH� WKH� OHDUQDELOLW\�RI

WKH�NQRZ�KRZ�DQG�VNLOOV�UHODWHG�WR�WRROV��WHFKQRORJ\��DQG�SUDFWLFHV��2YHU
JHQHUDWLRQV��WKH�GHWDLOV��WHFKQLTXHV��DQG�SURWRFROV�WKDW�JR�LQWR�SURGXFLQJ
FRPSOH[� WHFKQRORJLHV� VKRXOG³DOO� RWKHU� WKLQJV� EHLQJ� HTXDO³WHQG� WR
VLPSOLI\�LQ�ZD\V�WKDW�PDNH�WKHP�HDVLHU�WR�OHDUQ�DQG�PRUH�LQWXLWLYH��7KLV
SURSHQVLW\�VXJJHVWV�WKDW�ODUJHU�DQG�PRUH�LQWHUFRQQHFWHG�SRSXODWLRQV�QRW
RQO\� ZLOO� KDYH� D� ODUJHU� YDULHW\� RI� PRUH� VRSKLVWLFDWHG� WRROV� DQG
WHFKQRORJLHV��EXW�DOVR�WKDW�WKH\�ZLOO�KDYH�PRUH�OHDUQDEOH�WHFKQLTXHV�IRU
SURGXFLQJ�WKHP�



$V�RXU�VSHFLHV�VHOI�GRPHVWLFDWHG�DQG�ZH�EHFDPH�LQFUHDVLQJO\�VRFLDO�
RXU� FROOHFWLYH� EUDLQV� ZRXOG� KDYH� H[SDQGHG�� PDNLQJ� SRVVLEOH� JUHDWHU
WHFKQRORJLFDO� VRSKLVWLFDWLRQ� DQG� ODUJHU� ERGLHV� RI� NQRZ�KRZ�� +RZHYHU�
UHPHPEHU� WKDW�RXU� VSHFLHV·�DELOLW\� WR� OLYH� LQ� ODUJH�JURXSV��ZHOO�EH\RQG
UHVLGHQWLDO�SRSXODWLRQV��VWLOO�GHSHQGV�KHDYLO\�RQ�VRFLDO�QRUPV��8QGHU�WKH
LQIOXHQFH� RI� LQWHUJURXS� FRPSHWLWLRQ�� VRFLDO� QRUPV� WKDW� HIIHFWLYHO\
PDLQWDLQ� LQWHUQDO� KDUPRQ\� LQ� HYHU� ODUJHU� JURXSV� ZRXOG� KDYH� VSUHDG�
,QVWLWXWLRQV� WKDW� H[SDQG� VRFLDO� JURXSV� DQG� KHOS� IRUJH� EURDG� DOOLDQFHV�
WKURXJK� NLQ� WLHV�� QDPLQJ� SUDFWLFHV�� DIILQDO� WLHV�� VSRXVDO� H[FKDQJH�� DQG
ULWXDOV��ZRXOG�KDYH�H[SDQGHG�RXU�FROOHFWLYH�EUDLQV��PDNLQJ�WKHP�EHWWHU
DEOH� WR� FXOWXUDOO\� HYROYH� DQG� VXVWDLQ� PRUH�FRPSOH[� ERGLHV� RI� FXOWXUDO
NQRZ�KRZ��LQFOXGLQJ�PRUH�VRSKLVWLFDWHG�WRROV�DQG�ZHDSRQV�

7R�WKH�/DERUDWRU\�
0\�JUDGXDWH�VWXGHQW�0LFKDHO�0XWKXNULVKQD�DQG�,�ZRQGHUHG�LI�ZH�FRXOG
FDSWXUH� WKH� HIIHFW� RI� VRFLDO� LQWHUFRQQHFWHGQHVV� RQ� WKH� DFFXPXODWLRQ� RI
VNLOOV� LQ� D� FRQWUROOHG� ZD\� LQ� RXU� SV\FKRORJ\� ODERUDWRU\�� :H� VHW� XS� D
´WUDQVPLVVLRQ� FKDLQµ� LQ� ZKLFK� D� ILUVW� ´JHQHUDWLRQµ� RI� QDwYH
XQGHUJUDGXDWHV� ZDV� WDVNHG� ZLWK� WU\LQJ� WR� UHFUHDWH� D� FRPSOH[� ´WDUJHW
LPDJHµ� XVLQJ� DQ� XQIDPLOLDU� LPDJH�HGLWLQJ� SURJUDP�� 7KH\� FRXOG� WKHQ
ZULWH�XS�WR�WZR�SDJHV�RI�LQVWUXFWLRQV�DQG�WLSV�IRU�WKH�QH[W�JHQHUDWLRQ�RI
QRYLFHV��ZKR�ZRXOG�UHFHLYH�WKLV�ZULWWHQ�LQIRUPDWLRQ�DV�ZHOO�DV�WKH�LPDJH
FUHDWHG� E\� WKHLU� WHDFKHU� RU� WHDFKHUV� IURP� WKH� SUHYLRXV� JHQHUDWLRQ��:H
UHSHDWHG� WKLV� SURFHVV� IRU� WHQ� ODERUDWRU\� JHQHUDWLRQV�� (DFK�SDUWLFLSDQW·V
VNLOOV�ZHUH� VFRUHG�E\�PHDVXULQJ� WKH� VLPLODULW\�EHWZHHQ� WKH� LPDJH� WKH\
FUHDWHG�DQG�WKH�WDUJHW�LPDJH��3DUWLFLSDQWV�ZHUH�SDLG�LQ�FDVK��DFFRUGLQJ
WR�ERWK�WKHLU�RZQ�SHUIRUPDQFH�DQG�WKDW�RI�WKHLU�VWXGHQWV��:H�UHFUXLWHG
����XQGHUJUDGXDWHV�DQG�DVVLJQHG�WKHP�WR�RQH�RI�WZR�WUHDWPHQW�JURXSV�
,Q�WKH���0RGHO�WUHDWPHQW��QRYLFHV�UHFHLYHG�LPDJHV�DQG�LQVWUXFWLRQV�IURP
ILYH� LQGLYLGXDOV� IURP� WKH� SUHYLRXV� JHQHUDWLRQ�� %\� FRQWUDVW�� LQ� WKH� ��
0RGHO�WUHDWPHQW��QRYLFHV�UHFHLYHG�WKH�LPDJH�DQG�LQVWUXFWLRQV�IURP�RQO\
RQH�WHDFKHU�IURP�WKH�SUHYLRXV�JHQHUDWLRQ��.HHS�LQ�PLQG�WKDW�ERWK�JURXSV
ZHUH�WKH�VDPH�VL]H��EXW�WKRVH�LQ�WKH���0RGHO�WUHDWPHQW�ZHUH�ILYH�WLPHV
PRUH�VRFLDOO\�LQWHUFRQQHFWHG�
)LJXUH������ VKRZV� WKH� UHVXOWV�� 7KH� DYHUDJH� VNLOO� RI� HDFK� JHQHUDWLRQ

GLG� QRW� LQFUHDVH� ZKHQ� SHRSOH� FRXOG� OHDUQ� IURP� RQO\� RQH� WHDFKHU�
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)XUWKHU�� E\� VKDSLQJ� ERWK� WKH� LQFHQWLYHV� LQ� RXU� VRFLDO� ZRUOG� DQG� RXU
PRWLYDWLRQV��FXOWXUH�FDXVHV�XV�WR�WUDLQ�RXU�EUDLQV�LQ�SDUWLFXODU�ZD\V��,Q
VRPH�VRFLHWLHV�� WKLV� LQYROYHV� OHDUQLQJ�WR�UHDG�� WUDFNLQJ�JHQGHU�RU�VWDWXV
GLIIHUHQFHV��RU�XVLQJ�IUDFWLRQV��,Q�RWKHU�VRFLHWLHV��LW�LQYROYHV�VSRWWLQJ�DQG
LGHQWLI\LQJ� DQLPDO� WUDFNV�� VHHLQJ� FOHDUO\� XQGHUZDWHU�� RU� UHFRJQL]LQJ
LQGLYLGXDO� FRZV� ZLWKLQ� ODUJH� KHUGV�� $V� SDUW� RI� WKLV� SURFHVV�� FXOWXUDO
HYROXWLRQ�VRPHWLPHV�FRQVWUXFWV�ZKDW�DPRXQW� WR�PHQWDO�SURVWKHVHV� WKDW
DXJPHQW�RXU�EUDLQV�DQG�FRJQLWLYH�DELOLWLHV��OLNH�WKH�SK\VLFDO�DQG�PHQWDO
DEDFL� WKDW� SHUPLW� FKLOGUHQ� WR� PDNH� PHQWDO� FDOFXODWLRQV� IDVWHU� WKDQ
FDOFXODWRUV��VHH�FKDSWHU�����

:LQH��0HQ��DQG�6RQJ
5HVHDUFKHUV� DSSO\LQJ� HYROXWLRQDU\� SULQFLSOHV� WR� XQGHUVWDQG� VH[XDO
DWWUDFWLRQ�KDYH� VKRZQ� WKDW� KXPDQV� WHQG� WR�SUHIHU� FHUWDLQ� DWWULEXWHV� LQ
WKHLU� URPDQWLF� SDUWQHUV� DQG� PDWHV�� 1HYHUWKHOHVV�� VHOHFWLQJ� D� URPDQWLF
SDUWQHU� RU� PDWH�� HVSHFLDOO\� D� ORQJ�WHUP� RQH�� LV� SUHFLVHO\� WKH� NLQG� RI
SUREOHP� WKDW� FXOWXUDO� OHDUQLQJ� LV� ZHOO� VXLWHG� WR� KHOS� VROYH�� EHFDXVH
MXGJLQJ� PDWH� TXDOLW\� LV� GLIILFXOW�� XQFHUWDLQ�� DQG� WLPH� LQWHQVLYH�� %\
FDUHIXOO\�REVHUYLQJ�ZKR�RWKHUV�DUH�DWWUDFWHG�WR�RU�DUH�LQFOLQHG�WR�VWDUW�D
UHODWLRQVKLS�ZLWK��OHDUQHUV�FDQ�VDYH�WKHLU�LQYHVWPHQWV�RI�WLPH�DQG�HQHUJ\
DQG�FDQ�WKXV�EHWWHU�IRFXV�WKHLU�HIIRUWV��7R�WHVW�WKLV�SRVVLELOLW\��WKH�VHWXS
RI� WKHVH�H[SHULPHQWV� LV�JHQHUDOO\�SUHWW\� VLPLODU��<RX�JHW�SHRSOH� WR� UDWH
VLQJOH�LPDJHV�RU�YLGHRV�RI�D�´WDUJHWµ��VD\��´7HGµ���DQG�WKHQ�H[SRVH�WKHP
WR�DQRWKHU�LPDJH�RU�YLGHR�RI�WKH�WDUJHW�UHFHLYLQJ�VRPH�NLQG�RI�DWWHQWLRQ
IURP�D�SHUVRQ�RI�WKH�RSSRVLWH�VH[��WKH�´PRGHO�µ�VD\�6WHIDQLD���'HSHQGLQJ
RQ�WKH�FXHV��SDUWLFLSDQWV�ZLOO�RIWHQ�WKHQ�UDWH�7HG�DV�PRUH�DWWUDFWLYH�DQG
UHYHDO�PRUH� LQWHUHVW� LQ� D� ORQJ�WHUP� UHODWLRQVKLS�ZLWK�7HG��$V� H[SHFWHG
IURP�FKDSWHU����WKH�DWWUDFWLRQ�HQKDQFLQJ�HIIHFWV�HPHUJH�RU�EHFRPH�PRUH
SURQRXQFHG�ZKHQ�WKH�PRGHO�KHUVHOI��6WHIDQLD��LV�����PRUH�DWWUDFWLYH�����
ROGHU�RU�PRUH�H[SHULHQFHG�WKDQ�WKH�SDUWLFLSDQW��DQG�����VPLOLQJ�DW�7HG�DV
RSSRVHG�WR�KDYLQJ�D�QHXWUDO�H[SUHVVLRQ��7KH�HIIHFW�RQ�SHRSOH·V�GHVLUH�IRU
VSHFLILF� LQGLYLGXDOV� VHHPV� FOHDU�� EXW� VRPH� ZRUN� DOVR� VXJJHVWV� WKDW
OHDUQHUV�JHQHUDOL]H�IURP�SUHIHUHQFHV�IRU�VSHFLILF�LQGLYLGXDOV�WR�WUDLWV��6R�
IRU�H[DPSOH��LI�7HG�GUHVVHV�LQ�DOO�EODFN�DQG�LV�SUHIHUUHG�E\�6WHIDQLD��WKHQ
D�OHDUQHU�PD\�ODWHU�UDWH�DOO�WKRVH�ZKR�GUHVV�LQ�EODFN�DV�PRUH�DWWUDFWLYH
�QRW� MXVW� 7HG��� (PSLULFDOO\�� WKHVH� UHVXOWV� KDYH� EHHQ� VKRZQ� IRU� WUDLWV
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7KH� FUXFLDO� HYHQW� LQ� WKH� KLVWRU\� RI� RXU� VSHFLHV� LQYROYHG� FURVVLQJ� WKH
WKUHVKROG� LQWR� D� UHJLPH� RI� FXPXODWLYH� FXOWXUDO� HYROXWLRQ�� ZKLFK� KDV
GULYHQ�KXPDQ�JHQHWLF�HYROXWLRQ�HYHU�VLQFH��7KLV�LV�WKH�SURFHVV�WKDW�PDGH
XV�XQLTXHO\�KXPDQ��EXW� ,�KDYH�QRW� VDLG�PXFK�DERXW�ZKHQ�RXU� OLQHDJH
PDGH�WKH�FURVVLQJ��:KHQ�GLG�RXU�DQFHVWRUV�ILUVW�EHJLQ�WR�SRVVHVV�ERGLHV
RI�NQRZ�KRZ�RU� WRROV�RI� VXIILFLHQW�FRPSOH[LW\� WKDW�QR� VLQJOH� LQGLYLGXDO
FRXOG�KDYH�LQYHQWHG�LW�IURP�VFUDWFK�RQ�KLV�RU�KHU�RZQ�LQ�RQH�OLIHWLPH"
:HOO��ILUVW��WKHUH·V�QR�UHDVRQ�WR�VXVSHFW�LW�ZDV�D�VLQJXODU�PRPHQW�RU

HYHQW��,QVWHDG��RXU�OLQHDJH�SUREDEO\�GDQFHG�DURXQG�WKH�VWDUWLQJ�OLQH�IRU
D� ORQJ� WLPH�� 2QH� JURXS� ZRXOG� FURVV� WKH� WKUHVKROG� DQG� EHJLQ� WR� YHU\
VORZO\� DFFXPXODWH� FXOWXUDO� NQRZ�KRZ�� RQO\� WR� KDYH� WKRVH� FXOWXUDO
SURGXFWV� ORVW� ZKHQ� WKH� JURXS� ZDV� EURNHQ� XS� RU� GHFLPDWHG� E\
HQYLURQPHQWDO�VKLIWV��GLVHDVHV��RU�FRQIOLFWV�ZLWK�QHDUE\�JURXSV��6HWEDFNV
ZRXOG� DOVR� UHVXOW� IURP� PLJUDWLRQV� WR� QHZ� HQYLURQPHQWV� RU
HQYLURQPHQWDO� FKDQJHV�� EHFDXVH� DQ\� HPHUJLQJ� FXOWXUDO� DGDSWDWLRQV
PLJKW� QRW� ILW� WKH� QHZ� FLUFXPVWDQFHV� RU� WKH� UHOHYDQW� PDWHULDOV� RU
UHVRXUFHV� PLJKW� QRW� EH� DYDLODEOH�� )RU� H[DPSOH�� JURXSV� PLJKW� OHDUQ� WR
FRQWURO³EXW� QRW� VWDUW³ILUHV� IRU� FRRNLQJ�� 2QFH� WKH\� PRYH� DZD\� IURP
WKHLU�QDWXUDO�ILUH�VRXUFHV�DQG�WKHLU�ILUHV�JR�RXW�LQ�D�UDLQVWRUP��WKDW·V�LW�
QR�PRUH� ILUH�� 2U� D� OLWWOH� FXPXODWLYH� FXOWXUDO� HYROXWLRQ�PLJKW� FUHDWH� D
QLFH�VWRQH�FKRSSHU�PDGH�IURP�D�FHUWDLQ�NLQG�RI�YROFDQLF�URFN��EXW�RQFH
WKH� JURXS�PLJUDWHG� WR� D� QHZ� UHJLRQ�� SHUKDSV� GULYHQ� WKHUH� E\� FOLPDWLF
VKLIWV��WKH\·G�ORVH�DFFHVV�WR�WKDW�W\SH�RI�URFN�DQG�HYHQWXDOO\�IRUJHW�KRZ
WR�PDNH�WKRVH�FKRSSHUV��:LWK�ORZ�TXDOLW\�LPLWDWLYH�DELOLWLHV��HUURU�SURQH
FRS\LQJ��VRFLDO� LQWROHUDQFH��DQG�OLWWOH�RU�QR�WHDFKLQJ��DFFXPXODWLQJ�DQG
VXVWDLQLQJ� FXOWXUDO� DGDSWDWLRQV� ZRXOG� KDYH� EHHQ� YHU\� GHOLFDWH� LQ� WKH
HDUO\�GD\V��6R��ZKHQ�ZHUH�WKHVH�HDUO\�GD\V"
7R� WULDQJXODWH� LQ� RQ� WKHP�� ZH� KDYH� WKUHH� PDLQ� OLQHV� RI� HYLGHQFH�
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EHJLQQLQJ�WR�LQGLFDWH�WKDW�WKLV�PD\�QRW�EH�WKH�FDVH����%\���������\HDUV
DJR��HUHFWXV��QRZ�ZLWK�D�ELW�ODUJHU�EUDLQ��LV�VRPHWLPHV�WKLQQLQJ�KLV�ODUJH
FXWWLQJ� WRROV� DQG� FUHDWLQJ� JUHDWHU� V\PPHWU\�� (IIRUWV� WR� UHFRQVWUXFW� WKH
WHFKQLTXHV�XVHG� LQ�SUHSDULQJ� WKHVH�EHDXWLIXO� WRROV� VXJJHVW� WKH�XVH�RI� D
VRIW�KDPPHU� WHFKQLTXH��ZKLFK�ZRXOG�KDYH� UHTXLUHG� ILUVW�PDNLQJ�D� VRIW
KDPPHU�RXW�RI�ERQH�RU�DQWOHU��6XFK�D�FKDQJH�ZRXOG�KDYH�UHTXLUHG�WKH
XVH�RI�ORQJHU�SURFHGXUHV��ZLWK�PRUH�VWHSV��DQG�JUHDWHU�WHFKQLFDO�VNLOO��$
ELW�ODWHU��LW�DOVR�DSSHDUV�WKDW�GLIIHUHQW�VLWHV�XVHG�GLIIHUHQW�PDQXIDFWXULQJ
PHWKRGV�DQG�TXLWH�GLIIHUHQW�PDWHULDOV�WR�DFKLHYH�WKH�VDPH�HQGV�
$IWHU� DERXW� �������� \HDUV� DJR�� WKH� SDFH� RI� HQYLURQPHQWDO

IOXFWXDWLRQV� SLFNHG� XS�� %DVHG� RQ� PDWKHPDWLFDO� PRGHOLQJ�� WKLV� FKDQJH
VKRXOG� KDYH� LQFUHDVHG� WKH� VHOHFWLRQ� SUHVVXUHV� IRU� VRFLDO� OHDUQLQJ�
HVSHFLDOO\� LQ� D� VSHFLHV� DOUHDG\� VRPHZKDW� GHSHQGHQW� RQ� FXOWXUH�
+RZHYHU�� VKLIWLQJ� HQYLURQPHQWV�ZRXOG� KDYH� DOVR� LPSHGHG�� VWLIOHG�� DQG
VRPHWLPHV�VHW�EDFN�FXPXODWLYH�FXOWXUDO�HYROXWLRQ��$V�FXOWXUDO�HYROXWLRQ
EXLOW� DGDSWDWLRQV� DWWXQHG� WR� ORFDO� FLUFXPVWDQFHV� DQG� UHVRXUFHV�� PRUH
IUHTXHQW� HQYLURQPHQWDO� VKLIWV� ZRXOG� KDYH� UHQGHUHG� WKHVH� FXOWXUDO
DGDSWDWLRQV� XVHOHVV� E\� FKDQJLQJ� WKH� DYDLODEOH� SODQWV� DQG� DQLPDOV�� DQG
DOWHULQJ� ORFDO� ZHDWKHU� SDWWHUQV�� 3RSXODWLRQV� ZRXOG� KDYH� LQKDELWHG
HQYLURQPHQWV� IRU�VHYHUDO�KXQGUHG�\HDUV��EXLOGLQJ�XS�D�VXLWH�RI�FXOWXUDO
DGDSWDWLRQV�� RQO\� WR� KDYH� WR� PRYH� RU� UHDGDSW� DIWHU� DQ� HQYLURQPHQWDO
VKLIW�� 8QGHU� VXFK� FRQGLWLRQV�� ZH� VKRXOG� H[SHFW� PRUH�FRPSOH[� FXOWXUDO
SURGXFWV�WR�SRS�XS�IURP�WLPH�WR�WLPH��EXW�LW�VKRXOG�EH�SDWFK\��ZLWK�ORWV
RI� ILWV� DQG� VWDUWV�� 6LQFH� IDQF\� WRROV�� IRU� H[DPSOH�� DUH� QRW� WKH� GLUHFW
SURGXFW�RI�HUHFWXV·V�ELJ�EUDLQV�RU� LQWHOOLJHQFH��DQ\�PRUH� WKDQ�RXU� IDQF\
WRROV�DUH�D�SURGXFW�RI�RXU�RZQ�VPDUWV��ZH�VKRXOGQ·W�H[SHFW�WR�VHH�HTXDOO\
IDQF\� WRROV� HYHU\ZKHUH�KH�ZHQW� �VHH� FKDSWHU������:H� VKRXOGQ·W� H[SHFW
WKLV�DQ\�PRUH�WKDQ�ZH�ZRXOG�H[SHFW�WKH�HDUO\�(XURSHDQ�H[SORUHUV�ZKR
VDLOHG�DFURVV�WKH�JOREH�DIWHU������&(�WR�KDYH�HQFRXQWHUHG�VRFLHWLHV�ZLWK
HTXDO� OHYHOV� RI� WHFKQRORJLFDO� FRPSOH[LW\� RU� VRSKLVWLFDWLRQ�� *HQHUDWLQJ
DQG�VXVWDLQLQJ�WHFKQRORJLFDO�FRPSOH[LW\�UHTXLUHV�FROOHFWLYH�EUDLQV�OLQNHG
E\�VRFLDO�QHWZRUNV�DQG�JDOYDQL]HG�E\�VRFLDO�QRUPV�
1HYHUWKHOHVV��WKH�VLJQDWXUH�RI�FXPXODWLYH�FXOWXUDO�HYROXWLRQ�VHHPV�WR

HPHUJH� DW� FHUWDLQ� WLPHV� DQG� SODFHV�� )RU� H[DPSOH�� EHWZHHQ� WKH� *RODQ
+HLJKWV� DQG� WKH�*DOLOHH�PRXQWDLQV� �,VUDHO��RQ� WKH� VKRUHV�RI� DQ�DQFLHQW
ODNH��WKH�VLWH�RI�*HVKHU�%HQRW�<D
DTRY�KDV�\LHOGHG�ULFK�LQVLJKWV�LQWR�WKH
OLIH� RI� RQH� VRFLHW\� DURXQG� �������� \HDUV� DJR�� 7KH� H[WHQVLYH� UHPDLQV
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LQGLFDWH� WKH� H[LVWHQFH� DQG� SHUVLVWHQFH� RI� KHDUWKV� DQG� DUHDV� IRU� ERWK
VWRQH�WRRO� PDQXIDFWXULQJ� DQG� IRRG� SURFHVVLQJ�� 7KH� LQKDELWDQWV
FRQWUROOHG� ILUH� DQG�PDGH�D�YDULHW\�RI� VWRQH� WRROV�� LQFOXGLQJ�KDQG�D[HV�
FOHDYHUV��EODGHV��NQLYHV��DZOV�� VFUDSHUV��DQG�FKRSSHUV��0DGH� IURP� IOLQW�
EDVDOW�� DQG� OLPHVWRQH�� WRRO� PDQXIDFWXUH� ZDV� GRQH� RQ�VLWH�� RIWHQ� IURP
JLDQW�VODEV�FDUULHG�LQ�IURP�D�GLVWDQW�TXDUU\�E\�D�WHDP��6RPH�RI�WKH�EDVDOW
VODEV�KDYH�QRWFKHV��LQGLFDWLQJ�WKH�XVH�RI�OHYHUV�DV�SDUW�RI�WKH�TXDUU\LQJ
SURFHVV��7KH�EDVDOW�LV�RI�WKH�KLJKHVW�TXDOLW\�DQG�ZHOO�TXDUULHG��VXJJHVWLQJ
WKDW�VRPHRQH�KDG�D�VWRUHKRXVH�RI�NQRZ�KRZ�RQ�WKH�WRSLF���
7KH�JURXS·V�GLHW�ZDV�GLYHUVH�DQG�DOVR�ZRXOG�KDYH�UHTXLUHG�H[WHQVLYH

ORFDO�NQRZOHGJH��7KH� VWRQH� WRROV�ZHUH�XVHG� WR�SURFHVV� WKH�FDUFDVVHV�RI
HOHSKDQWV��GHHU�� JD]HOOHV�� DQG� UKLQRV�DV�ZHOO� DV�ERDUV� DQG� URGHQWV��7KH
FXW�PDUNV�OHIW�RQ�GHHU�ERQHV�DUH�QRW�PXFK�GLIIHUHQW�IURP�WKH�VDPH�PDUNV
PDGH�KXQGUHGV� RI� WKRXVDQGV� RI� \HDUV� ODWHU� E\� ODWH� 3DOHROLWKLF� KXQWHUV�
7KH� LQKDELWDQWV� RI� *HVKHU� %HQRW� <D
DTRY� DOVR�� VRPHKRZ�� REWDLQHG
IUHVKZDWHU� FUDEV�� WXUWOHV�� UHSWLOHV�� DQG� DW� OHDVW� QLQH� W\SHV� RI� ILVK�
LQFOXGLQJ�FDUS��VDUGLQHV��DQG�FDWILVK��6RPH�RI�WKHVH�ILVK�ZHUH�ELJ��ORQJHU
WKDQ� D�PHWHU�� 2Q� WRS� RI� WKLV�� WKHUH�ZHUH� VHHGV�� DFRUQV�� ROLYHV�� JUDSHV�
QXWV��ZDWHU�FKHVWQXWV��DQG�YDULRXV�RWKHU�IUXLWV��7KLV�ERXQW\�LQFOXGHG�WKH
VXEPHUJHG�SULFNO\�ZDWHU�OLO\��ZKLFK�JURZV�ZHOO�DZD\�IURP�VKRUH��,W�DOVR
DSSHDUV� WKDW� WKH\� ZHUH� FUDFNLQJ� QXWV� RSHQ� DQG� URDVWLQJ� DFRUQV� WR
UHPRYH� WKHLU� VKHOOV� DQG� SHUKDSV� UHGXFH� WKH� ELWWHU� WDQQLQV�� 7KH\� PD\
HYHQ�KDYH�PDGH�´SRSFRUQµ�E\�URDVWLQJ�WKH�VHHGV�IURP�WKH�SULFNO\�ZDWHU
OLO\��DV�KDV�EHHQ�GRQH�IRU�WKRXVDQGV�RI�\HDUV�LQ�,QGLD�DQG�&KLQD�
&OHDUO\��FXPXODWLYH�FXOWXUDO�HYROXWLRQ�LV�XS�DQG�UXQQLQJ�DW�WKLV�SRLQW�

JHQHUDWLQJ�PRUH�NQRZ�KRZ�WKDQ�\RX��PH��RU�RXU�ORVW�(XURSHDQ�([SORUHUV
FRXOG�KDYH�JLQQHG�XS� LQ�D� OLIHWLPH�� ,I� \RX�DUHQ·W� VXUH�� JR�TXDUU\� VRPH
KLJK�TXDOLW\�EDVDOW�VODEV��\RX·OO�QHHG�D�OHYHU��,�WKLQN���PDNH�D�EHDXWLIXO
KDQG� D[H� ZLWK� IXOO� V\PPHWU\� �UHPHPEHU� WR� PDNH� WKDW� DQWOHU� RU� ERQH
KDPPHU�ILUVW���EULQJ�GRZQ�DQ�HOHSKDQW��WUXVW�\RXU�3DOHROLWKLF�LQVWLQFWV"��
EXWFKHU� WKH� FDUFDVV� �XVH� WKH� KDQG� D[H��� PDNH� D� ILUH� RU� ILQG� QDWXUDOO\
RFFXUULQJ� IODPH��DQG� WKHQ�ZKLS�XS�D� UDIW� WR�SDGGOH�RXW�DQG�SLFN� VRPH
SULFNO\� ZDWHU� OLO\� �\RX� FDQ� VSRW� WKLV� SODQW�� ULJKW"��� 7KHQ�� HQMR\� WKH
HOHSKDQW�VWHDNV�DQG�´SRSFRUQ�µ
2I�FRXUVH��WKLV�LV�QRW�WR�LPSO\�WKDW�WKHVH�DQFLHQW�KXPDQV�ZHUH�OLNH�XV�

EXW�PHUHO\�WKDW�WKH\�KDG�FURVVHG�WKH�5XELFRQ�DQG�HPEDUNHG�RQ�D�JHQHWLF
HYROXWLRQDU\� WUDMHFWRU\� WKDW� ZDV� SULPDULO\� GULYHQ� E\� FXOWXUH� DQG� LWV



SURGXFWV�
,I� \RX� KDYH� DQ\� UHPDLQLQJ� VNHSWLFLVP� WKDW� WKH� FXPXODWLYH� FXOWXUDO

HYROXWLRQDU\� WKUHVKROG� KDV� EHHQ� FURVVHG� E\� WKLV� SRLQW�� LQ� WKH� QH[W
��������\HDUV�DIWHU�WKH�DFWLYLWLHV�DW�*HVKHU�%HQRW�<D
DTRY��+RPR�HUHFWXV
FKDQJHG�VXIILFLHQWO\��LQFOXGLQJ�D�EUDLQ�H[SDQVLRQ�WR������FP���WR�MXVWLI\
D�QHZ�VSHFLHV�QDPH��+RPR�KHLGHOEHUJHQVLV��7KLV�SHULRG�UHYHDOHG�WKH�ILUVW
HYLGHQFH�RI�SURMHFWLOH�ZHDSRQV��LQFOXGLQJ�ZRRGHQ�WKURZLQJ�VSHDUV�ZLWK
VWRQH�SRLQWV��DQG�WKH�HPHUJHQFH�RI�D�YDULHW\�RI�WHFKQLTXHV�IRU�SURGXFLQJ
VWRQH�EODGHV��7KHVH�WHFKQLTXHV�DUH�FRQVLVWHQW�ZLWKLQ�VLWHV�RU�SRSXODWLRQV
EXW�GLG�YDU\�EHWZHHQ�SRSXODWLRQV��'LVWLQFW�WRRO�WUDGLWLRQV�DQG�FRPSRVLWH
WRROV�WKDW�H[SORLWHG�QDWXUDO�JOXHV�ZHUHQ·W�IDU�EHKLQG��+HLGHOEHUJHQVLV�DOVR
DSSHDUV�WR�KDYH�KDG�HDUV�FDOLEUDWHG�OLNH�KXPDQV�WR�VSHHFK�VRXQGV��XQOLNH
RWKHU� DSHV�� ZKLFK� VXJJHVWV� WKDW� D� FXOWXUDOO\� HYROYHG� VSRNHQ
FRPPXQLFDWLYH�UHSHUWRLUH�KDG�EHHQ�KDPPHULQJ�DZD\�DW�RXU�JHQHV��VHH
FKDSWHU� �������1RZ��PDQ\� RI� WKHVH� ELWV� RI� NQRZ�KRZ� DQG� WHFKQRORJLHV
VHHP� WR� GURS� LQ� DQG� RXW� RI� WKH� UHFRUG� DQG� GRQ·W�PDNH� D� VXVWDLQHG� DQ
HQGXULQJ�DSSHDUDQFH�XQWLO� WKH� ODVW���������\HDUV��%XW� WKLV� LV� MXVW�ZKDW
\RX·G� H[SHFW� LQ� D� VSHFLHV� GHSHQGHQW� RQ� D� FROOHFWLYH� EUDLQ� WKDW� ZDV
VXEMHFW� WR� VKLIWLQJ� HQYLURQPHQWV�� LQWHUJURXS� FRPSHWLWLRQ�� DQG
FKDOOHQJLQJ� HFRORJLHV� WKDW� FRQVWUDLQHG� JURXS� VL]H� DQG� IUDFWXUHG� WKH
VRFLDO�WLHV�EHWZHHQ�EDQGV�
7KH� XSVKRW� RI� DOO� WKLV� LV� WKDW�� EDVHG� RQ� FXUUHQW� HYLGHQFH�

$XVWUDORSLWKV� SUREDEO\� EHJDQ� WR� DJJUHJDWH� FXOWXUDO� LQIRUPDWLRQ� PRUH
LQWHQVLYHO\�WKDQ�DQ\�RWKHU�OLYLQJ�DSH��H[FHSW�XV���EXW�WKDW�QR�SDUWLFXODU
WRRO�RU�HOHPHQW�RI�NQRZ�KRZ�ZDV�PRUH�VRSKLVWLFDWHG�WKDQ�DQ�LQGLYLGXDO
FRXOG� LQYHQW� LQ� KLV� RU� KHU� OLIHWLPH�� +RZHYHU�� WDNHQ� WRJHWKHU�� WKHVH
DJJUHJDWLRQV�PD\�KDYH�DW�FHUWDLQ�WLPHV�DQG�SODFHV�EHHQ�PRUH�WKDQ�DQ\
RQH� LQGLYLGXDO� FRXOG� KDYH� ILJXUHG� RXW�� 7KHVH� SRSXODWLRQV�� KRZHYHU�
OLNHO\�VWRRG�RQ�WKH�SUHFLSLFH�RI�WUXH�FXPXODWLYH�FXOWXUDO�HYROXWLRQ��ZLWK
VORZ�DGYDQFHV�DQG�FRPPRQ�UHWUHDWV��7KLV�DJJUHJDWLRQ�RI�FXOWXUDO�NQRZ�
KRZ� GURYH� WKH� HYROXWLRQ� RI� (DUO\� +RPR�� H[SDQGLQJ� KLV� EUDLQ� DQG
UHGXFLQJ� KLV� WHHWK� DQG� MDZV�� %\� ���� PLOOLRQ� \HDUV� DJR�� KRZHYHU�� WKH
WKUHVKROG� KDG� SUREDEO\� EHHQ� FURVVHG�� DQG� FXPXODWLYH� FXOWXUDO
HYROXWLRQDU\�SURGXFWV�ZHUH�GULYLQJ� WKH�JHQHWLF�HYROXWLRQ�RI�RXU�JHQXV�
VKDSLQJ� RXU� IHHW�� OHJV�� JXWV�� WHHWK�� DQG� EUDLQV�� $OEHLW� VORZ� E\� ODWHU
VWDQGDUGV�� WRRONLWV� LPSURYHG� DQG� WHFKQLTXHV� ZHUH� DGGHG� JUDGXDOO\�
WKRXJK�RI� FRXUVH�� FXOWXUDO� ORVVHV� DQG� WHFKQRORJLFDO� VHWEDFNV� FRQWLQXHG�



DQG� ZRXOG� FRQWLQXH� LQWR� WKH� PRGHUQ� ZRUOG�� %\� �������� \HDUV� DJR� DW
*HVKHU� %HQRW� <D
DTRY�� WKHUH·V� OLWWOH� GRXEW� WKDW� ZH� DUH� GHDOLQJ� ZLWK� D
FXOWXUDO� VSHFLHV� ZKR� KXQWV� ODUJH� JDPH�� FDWFKHV� ELJ� ILVK�� PDLQWDLQV
KHDUWKV��FRRNV��PDQXIDFWXUHV�FRPSOH[�WRROV��FRRSHUDWHV�LQ�PRYLQJ�JLDQW
VODEV��DQG�JDWKHUV�DQG�SURFHVVHV�GLYHUVH�SODQWV�
7KH�ERWWRP�OLQH��FXPXODWLYH�FXOWXUDO�HYROXWLRQ�LV�ROG�LQ�RXU�VSHFLHV·

OLQHDJH�� GDWLQJ� EDFN� DW� OHDVW� KXQGUHGV� RI� WKRXVDQGV� RI� \HDUV�� EXW
SUREDEO\�PLOOLRQV� RI� \HDUV�� 1RZ�� OHW·V� H[SORUH� ZK\� LW� ZDV� RXU� OLQHDJH
WKDW�FURVVHG�WKH�5XELFRQ�





&+$37(5���

$�1(:�.,1'�2)�$1,0$/

7KH� FDVH� ,·YH� SUHVHQWHG� LQ� WKLV� ERRN� VXJJHVWV� WKDW� KXPDQV� DUH
XQGHUJRLQJ�ZKDW�ELRORJLVWV�FDOO�D�PDMRU�WUDQVLWLRQ��6XFK�WUDQVLWLRQV�RFFXU
ZKHQ� OHVV� FRPSOH[� IRUPV� RI� OLIH� FRPELQH� LQ� VRPH�ZD\� WR� JLYH� ULVH� WR
PRUH� FRPSOH[� IRUPV�� ([DPSOHV� LQFOXGH� WKH� WUDQVLWLRQ� IURP
LQGHSHQGHQWO\� UHSOLFDWLQJ� PROHFXOHV� WR� UHSOLFDWLQJ� SDFNDJHV� FDOOHG
FKURPRVRPHV� RU�� WKH� WUDQVLWLRQ� IURP� GLIIHUHQW� NLQGV� RI� VLPSOH� FHOOV� WR
PRUH�FRPSOH[�FHOOV� LQ�ZKLFK�WKHVH�RQFH�GLVWLQFW�VLPSOH�FHOO� W\SHV�FDPH
WR� SHUIRUP� FULWLFDO� IXQFWLRQV� DQG� EHFRPH� HQWLUHO\� PXWXDOO\
LQWHUGHSHQGHQW��VXFK�DV�WKH�QXFOHXV�DQG�PLWRFKRQGULD�LQ�RXU�RZQ�FHOOV�
2XU�VSHFLHV·�GHSHQGHQFH�RQ�FXPXODWLYH�FXOWXUH�IRU�VXUYLYDO��RQ�OLYLQJ�LQ
FRRSHUDWLYH� JURXSV�� RQ� DOORSDUHQWLQJ� DQG� D� GLYLVLRQ� RI� ODERU� DQG
LQIRUPDWLRQ�� DQG� RQ� RXU� FRPPXQLFDWLYH� UHSHUWRLUHV�PHDQ� WKDW� KXPDQV
KDYH� EHJXQ� WR� VDWLVI\� DOO� WKH� UHTXLUHPHQWV� IRU� D� PDMRU� ELRORJLFDO
WUDQVLWLRQ��7KXV��ZH�DUH�OLWHUDOO\�WKH�EHJLQQLQJV�RI�D�QHZ�NLQG�RI�DQLPDO��
%\�FRQWUDVW��WKH�ZURQJ�ZD\�WR�XQGHUVWDQG�KXPDQV�LV�WR�WKLQN�WKDW�ZH

DUH� MXVW� D� UHDOO\� VPDUW�� WKRXJK� VRPHZKDW� OHVV� KDLU\�� FKLPSDQ]HH�� 7KLV
YLHZ�LV�VXUSULVLQJO\�FRPPRQ�
8QGHUVWDQGLQJ�KRZ�WKLV�PDMRU�WUDQVLWLRQ� LV�RFFXUULQJ�DOWHUV�KRZ�ZH

WKLQN�DERXW�WKH�RULJLQV�RI�RXU�VSHFLHV��DERXW�WKH�UHDVRQV�IRU�RXU�LPPHQVH
HFRORJLFDO�VXFFHVV��DQG�DERXW�WKH�XQLTXHQHVV�RI�RXU�SODFH�LQ�QDWXUH��7KH
LQVLJKWV� JHQHUDWHG� DOWHU� RXU� XQGHUVWDQGLQJV� RI� LQWHOOLJHQFH�� IDLWK�
LQQRYDWLRQ�� LQWHUJURXS� FRPSHWLWLRQ�� FRRSHUDWLRQ�� LQVWLWXWLRQV�� ULWXDOV�
DQG�WKH�SV\FKRORJLFDO�GLIIHUHQFHV�EHWZHHQ�SRSXODWLRQV��5HFRJQL]LQJ�WKDW
ZH�DUH�D�FXOWXUDO�VSHFLHV�PHDQV�WKDW��HYHQ�LQ�WKH�VKRUW�UXQ��ZKHQ�JHQHV
GRQ·W� KDYH� HQRXJK� WLPH� WR� FKDQJH��� LQVWLWXWLRQV�� WHFKQRORJLHV�� DQG
ODQJXDJHV� DUH� FRHYROYLQJ�ZLWK� SV\FKRORJLFDO� ELDVHV�� FRJQLWLYH� DELOLWLHV�
HPRWLRQDO� UHVSRQVHV�� DQG� SUHIHUHQFHV�� ,Q� WKH� ORQJHU� UXQ�� JHQHV� DUH
HYROYLQJ� WR� DGDSW� WR� WKHVH� FXOWXUDOO\� FRQVWUXFWHG� ZRUOGV�� DQG� WKLV� KDV
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JDWKHUHUV��,W·V�QRW�MXVW�WKDW�WKHVH�ROGHU�DSSURDFKHV�IDLO�WR�FRQVLGHU�VRPH
PLQRU�LQIOXHQFHV�RI�FXOWXUH�RQ�ELRORJ\�RU�VRPH�UHFHQW�DQG�UDUH�IHHGEDFN
ORRSV� VKRZLQJ� KRZ� FXOWXUDO� SUDFWLFHV�� OLNH� GULQNLQJ� FRZ·V� PLON�� KDYH
VKDSHG�JHQHWLF� FKDQJHV�� WKHVH�QRZ�RXWGDWHG� HYROXWLRQDU\� YLHZV� IDLO� WR
UHFRJQL]H� WKDW� WKH� FHQWUDO� IRUFH� GULYLQJ� KXPDQ� JHQHWLF� HYROXWLRQ� IRU
KXQGUHGV�RI� WKRXVDQGV�RI�\HDUV��RU� ORQJHU��KDV�EHHQ�FXOWXUDO�HYROXWLRQ�
7KH�FRQVHTXHQFHV�RI�WKLV�UXQ�GHHS�DQG�ZLGH��VHH�WDEOH������

�� �0DQ\�DVSHFWV�RI�RXU�SK\VLRORJ\�DQG�DQDWRP\�PDNH�VHQVH�RQO\�DV
JHQHWLFDOO\�HYROYHG�UHVSRQVHV�WR�VHOHFWLYH�SUHVVXUHV�FUHDWHG�E\�WKH
FXOWXUDO� HYROXWLRQ� RI� WKLQJV� OLNH� ILUH�� FRRNLQJ�� FXWWLQJ� WRROV�
SURMHFWLOH�ZHDSRQV��ZDWHU�FRQWDLQHUV��DUWLIDFWV��WUDFNLQJ�NQRZ�KRZ�
DQG� FRPPXQLFDWLYH� UHSHUWRLUHV�� $PRQJ� RXU� QXPHURXV� IHDWXUHV�
WKHVH� KHOS� H[SODLQ� RXU� VPDOO� WHHWK�� VKRUW� FRORQV�� VKUXQNHQ
VWRPDFKV�� SRRU� SODQW�GHWR[LILFDWLRQ� DELOLWLHV�� DFFXUDWH� WKURZLQJ
FDSDELOLWLHV�� QXFKDO� OLJDPHQWV� �KHDG� VWDELOL]HU� IRU� UXQQLQJ��
QXPHURXV� HFFULQH� VZHDW� JODQGV�� ORQJ� SRVWUHSURGXFWLYH� OLYHV�
ORZHUHG�ODU\Q[HV��GH[WHURXV�WRQJXHV��ZKLWHQHG�VFOHUD��DQG�HQODUJHG
EUDLQV��VHH�FKDSWHUV���DQG�����
�� � 0DQ\� RI� RXU� FRJQLWLYH� DELOLWLHV� DQG� ELDVHV� PDNH� VHQVH� RQO\� DV
JHQHWLFDOO\�HYROYHG�DGDSWDWLRQV�WR�WKH�SUHVHQFH�RI�YDOXDEOH�FXOWXUDO
LQIRUPDWLRQ� �FKDSWHUV� ��� ��� DQG� ���� 7KHVH� HYROYHG� PHFKDQLVPV
LQFOXGH�RXU�ZHOO�KRQHG�FXOWXUDO� OHDUQLQJ�DELOLWLHV�� ´RYHU�LPLWDWLYHµ
WHQGHQFLHV�� DQG� IRONELRORJLFDO� FDSDFLWLHV� IRU� RUJDQL]LQJ� DQG
HQULFKLQJ� ZKDW� ZH� OHDUQ� DERXW� SODQWV� DQG� DQLPDOV�� DPRQJ�PDQ\
RWKHUV�
�� �0XFK�RI�RXU� VSHFLHV·� VWDWXV�SV\FKRORJ\�� LQFOXGLQJ�RXU�GHIHUHQWLDO
PRWLYDWLRQV�� SDWWHUQV� RI� PLPLFU\� DQG� LPLWDWLRQ�� IDFHWV� RI� SULGH�
FRRSHUDWLYH� WHQGHQFLHV�� DQG� ERGLO\� GLVSOD\V�� DSSHDU� WR� EH
JHQHWLFDOO\� HYROYHG� DGDSWDWLRQV� WR� D� ZRUOG� LQ� ZKLFK� YDOXDEOH
FXOWXUDO� LQIRUPDWLRQ�ZDV�XQHYHQO\�GLVWULEXWHG�DFURVV� WKH�PLQGV�RI
RWKHU�PHPEHUV�RI�RXU�VRFLDO�JURXSV��FKDSWHU����
�� � 2XU� VRFLDO� SV\FKRORJ\� DSSHDUV� GHVLJQHG� IRU� QDYLJDWLQJ� D� ZRUOG
ZLWK� VRFLDO� UXOHV� DQG� UHSXWDWLRQV�� ZKHUH� OHDUQLQJ� DQG� FRPSO\LQJ
ZLWK� WKHVH� UXOHV� LV�SDUDPRXQW� DQG�ZKHUH�GLIIHUHQW� JURXSV�SRVVHVV
TXLWH�GLIIHUHQW�QRUPV��FKDSWHUV��²�����:H�LQWHUQDOL]H�FRVWO\�QRUPV
DV� JRDOV� LQ� WKHPVHOYHV�� XVXDOO\� YLD� FXOWXUDO� OHDUQLQJ�� DQG� DUH
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SDUWLFXODUO\� JRRG� DW� VSRWWLQJ� QRUP� YLRODWRUV�� HYHQ� ZKHQ� WKRVH
YLRODWLRQV�KDYH�QRWKLQJ� WR�GR�ZLWK�FRRSHUDWLRQ��7R�PDNH�VXUH�ZH
OHDUQ�WKH�EHVW�QRUPV�IRU�RXU�RZQ�JURXSV�DQG�DYRLG�WKH�GDQJHUV�RI
PLVFRRUGLQDWLQJ� ZLWK� RWKHUV�� ZH� SUHIHUHQWLDOO\� XVH� PDUNHU� WUDLWV
OLNH�GLDOHFW�DQG�ODQJXDJH�WR�GLVWLQJXLVK�SRWHQWLDO�PRGHOV�DQG�WKHQ
SUHIHUHQWLDOO\� WDUJHW� RXU� FXOWXUDO� OHDUQLQJ� DQG� VRFLDO� LQWHUDFWLRQV
WRZDUG�WKRVH�ZKR�VKDUH�RXU�PDUNHU�WUDLWV�

0\� SRLQW� LV� WKDW� WU\LQJ� WR� XQGHUVWDQG� WKH� HYROXWLRQ� RI� KXPDQ
DQDWRP\�� SK\VLRORJ\�� DQG�SV\FKRORJ\�ZLWKRXW� FRQVLGHULQJ� FXOWXUH�JHQH
FRHYROXWLRQ�ZRXOG�EH�OLNH�VWXG\LQJ�WKH�HYROXWLRQ�RI�ILVK�ZKLOH�LJQRULQJ
WKH�IDFW�WKDW�ILVK�OLYH��DQG�HYROYHG��XQGHUZDWHU��
7R�EULQJ� WKH� LGHDV� WRJHWKHU� WKDW� ,·YH�GHYHORSHG� LQ� WKLV�ERRN�� OHW�PH

QRZ�SRVH�D�VHULHV�RI�NH\�TXHVWLRQV�DQG�OD\�RXW�P\�DQVZHUV�

:K\�$UH�+XPDQV�8QLTXH"
2I�FRXUVH��KXPDQV�DUH�GLIIHUHQW�IURP�RWKHU�DQLPDOV�LQ�P\ULDG�ZD\V�WKDW
DUH�UHODWHG�WR�RXU�SK\VLRORJ\��DQDWRP\��DQG�SV\FKRORJ\��:H�KXPDQV�DUH
LPSUHVVLYH�HQGXUDQFH�UXQQHUV�� WKURZHUV�� WUDFNHUV��FRPPXQLFDWRUV��ZLWK
HLWKHU�VSRNHQ�RU�JHVWXUDO�ODQJXDJHV���IRRG�VKDUHUV��WHDFKHUV��WRROPDNHUV�
FRRNV�� FDXVDO�PRGHO� EXLOGHUV��PLQG�UHDGHUV�� DQG� ULWXDO� SHUIRUPHUV�� MXVW
WR�QDPH�D� IHZ��+RZHYHU�� UDWKHU� WKDQ�SLFNLQJ�D�SDUWLFXODU�SURGXFW�� OLNH
ODQJXDJH�� FRRSHUDWLRQ�� RU� WRROPDNLQJ�� DQG� WKHQ� EDFNLQJ� RXW� DQ
HYROXWLRQDU\� VWRU\�� ,� EHJDQ� WKLV� ERRN� E\� IRFXVLQJ� RQ� D� W\SH� RI
HYROXWLRQDU\� SURFHVV³FXOWXUH�JHQH� FRHYROXWLRQ³DQG� WKHQ� VRXJKW� WR
WUDFN�GRZQ�LWV�LPSOLFDWLRQV�IRU�RXU�VSHFLHV�
7KH� DQVZHU� WR� ZK\� KXPDQV� DUH� GLIIHUHQW� LV� WKDW� ZH� FURVVHG� WKH

5XELFRQ�� &XOWXUDO� HYROXWLRQ� EHFDPH� FXPXODWLYH�� DQG� WKHQ� ERWK� WKLV
DFFXPXODWLQJ�ERG\�RI�LQIRUPDWLRQ�DQG�LWV�FXOWXUDO�SURGXFWV��OLNH�ILUH�DQG
IRRG�VKDULQJ� QRUPV�� GHYHORSHG� DV� WKH� FHQWUDO� GULYLQJ� IRUFHV� LQ� KXPDQ
JHQHWLF�HYROXWLRQ��:H�VHHP�VR�XQLTXH�EHFDXVH�QR�RWKHU�OLYLQJ�DQLPDO�KDV
JRQH� GRZQ� WKLV� URDG�� DQG� WKRVH� WKDW� GLG�� VXFK� DV� 1HDQGHUWKDOV�� ZHUH
UHSODFHG�GXULQJ�RQH�RI�RXU�VSHFLHV·�PDQ\�H[SDQVLRQV��,Q�HDUOLHU�FKDSWHUV�
,·YH� VRXJKW� WR� H[SODLQ� KRZ� FXOWXUH�JHQH� FRHYROXWLRQ� JDYH� ULVH� WR� WKDW
LPSUHVVLYH�OLVW�DERYH��7KXV��WKH�NH\�WR�XQGHUVWDQGLQJ�RXU�XQLTXHQHVV�OLHV
LQ�XQGHUVWDQGLQJ�WKH�SURFHVV��QRW� LQ�KLJKOLJKWLQJ�SDUWLFXODU�SURGXFWV�RI
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VRFLDO�QRUPV���
,Q� +DLID�� GD\� FDUH� FHQWHUV� ZDQWHG� WR� JHW� SDUHQWV� WR� SLFN� XS� WKHLU

FKLOGUHQ� RQ� WLPH�� $W� VL[� RI� WKHVH� FHQWHUV�� ILQHV� ZHUH� LPSRVHG� RQ� ODWH
SDUHQWV�� IROORZLQJ� W\SLFDO� SUHVFULSWLRQV� IURP� HFRQRPLFV�� ,I� SHRSOH
UHVSRQG�WR�LQFHQWLYHV�� WKHQ� IHZHU�SDUHQWV� VKRXOG�FRPH� ODWH� LI� WKH\�ZLOO
EH� ILQHG�� ,Q� UHVSRQVH�� WKH� UDWH� RI� ODWH� SDUHQWV� GRXEOHG�� 7ZHOYH� ZHHNV
ODWHU�� ZKHQ� WKH� ILQH� ZDV� UHYRNHG�� SDUHQWV� VWLOO� NHSW� SLFNLQJ� XS� WKHLU
FKLOGUHQ�MXVW�DV�ODWH�DQG�GLG�QRW�UHWXUQ�WR�WKH�SUH�ILQH�OHYHOV��7KDW�LV��WKH
ILQH�PDGH�WKLQJV�D�ORW�ZRUVH��$GGLQJ�D�ILQH�KDG�DSSDUHQWO\�FKDQJHG�WKH
LPSOLFLW� VRFLDO�QRUP��PDNLQJ�DUULYLQJ� ODWH�PHUHO\�VRPHWKLQJ� WKDW�FRXOG
EH�SXUFKDVHG�ZLWK�D�IHH�LQVWHDG�RI�D�YLRODWLRQ�RI�DQ�LQWHUSHUVRQDO�VRFLDO
REOLJDWLRQ�WKDW�LQGXFHV�VKDPH��HPEDUUDVVPHQW��RU�HPSDWK\�IRU�WKH�VWDII�
,� VXVSHFW� D� EHWWHU� DSSURDFK� ZRXOG� KDYH� EHHQ� WR� JR� WKH� RWKHU� ZD\�
UHLQIRUFLQJ�WKH�LQWHUSHUVRQDO�REOLJDWLRQ�ZLWK�DQ�H[SOLFLW�VRFLDO�QRUP�DQG
HQULFKLQJ�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�SDUHQWV�DQG�GD\�FDUH�VWDII���
8QGHUO\LQJ� WKHVH� IDLOXUHV� LV� WKH�DVVXPSWLRQ� WKDW�ZH�� DV�KXPDQV�� DOO

SHUFHLYH�WKH�ZRUOG�VLPLODUO\��ZDQW�WKH�VDPH�WKLQJV��SXUVXH�WKHVH�WKLQJV
EDVHG� RQ� RXU� EHOLHIV� �WKH� ´IDFWVµ� DERXW� WKH� ZRUOG��� DQG� SURFHVV� QHZ
LQIRUPDWLRQ�DQG�H[SHULHQFH�LQ�WKH�VDPH�ZD\��:H�DOUHDG\�NQRZ�DOO�WKHVH
DVVXPSWLRQV� DUH� ZURQJ�� ,Q� FKDSWHU� ���� ZH� VDZ� WKDW� (DVW� $VLDQV·
SHUFHSWXDO� MXGJPHQWV�ZHUH�GLIIHUHQW� IURP�WKRVH�RI�(XUR�$PHULFDQV�DQG
WKDW� HDFK� JURXS� VWUXJJOHG� QHXURORJLFDOO\� LQ� SHUFHSWXDO� WDVNV� WKDW� WKH
RWKHU�GLG�QRW��,Q�FKDSWHU����,�GLVFXVVHG�KRZ�DQG�ZK\�$QJHOLQD�-ROLH·V�RS�
HG� IORRGHG�PHGLFDO� V\VWHPV� IURP� WKH�8QLWHG�.LQJGRP� WR�1HZ�=HDODQG
ZLWK� ZRPHQ� VHHNLQJ� JHQHWLF� WHVWV�� HYHQ� WKRXJK� LW� GLG� QRW� LQFUHDVH
DQ\RQH·V� NQRZOHGJH� DERXW� HLWKHU� EUHDVW� FDQFHU� RU� JHQHWLF� WHVWLQJ�� :H
DOVR�VDZ�WKDW�H[DFWO\� WKH�VDPH�KDOOZD\�´EXPSµ� ILUHG�XS�PHQ�UDLVHG� LQ
WKH� 'HHS� 6RXWK�� UHDG\LQJ� WKHP� IRU� DJJUHVVLRQ� DQG� YLROHQFH�� ZKLOH
1RUWKHUQHUV� EOHZ� LW� RII�� ,W� VHHPV� OLNHO\� WKDW� WKH� 1RUWKHUQHUV� ZRXOGQ·W
KDYH�SUHGLFWHG� WKH�EHKDYLRU�RI� WKHLU� FODVVPDWHV� IURP� WKH�6RXWK��XQOHVV
WKH\�KDG�VSHQW�VXEVWDQWLDO�WLPH�WKHUH�YLVLWLQJ��,Q�FKDSWHU�����ZH�VDZ�WKDW
VRFLDO�QRUPV�EHFRPH�DXWRPDWLF�DQG�LQWXLWLYH�PRWLYDWLRQV��OLWHUDOO\�ZLUHG
LQWR�RXU�EUDLQV�
2QFH� ZH� XQGHUVWDQG� KXPDQV� DV� D� FXOWXUDO� VSHFLHV�� WKH� WRROER[� IRU

GHVLJQLQJ� QHZ� RUJDQL]DWLRQV�� SROLFLHV�� DQG� LQVWLWXWLRQV� EHJLQV� WR� ORRN
TXLWH�GLIIHUHQW��+HUH�DUH�HLJKW�LQVLJKWV�GUDZQ�IURP�WKLV�ERRN�
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����+XPDQV�DUH�DGDSWLYH�FXOWXUDO�OHDUQHUV�ZKR�DFTXLUH�LGHDV��EHOLHIV�
YDOXHV��VRFLDO�QRUPV��PRWLYDWLRQV��DQG�ZRUOGYLHZV�IURP�RWKHUV�LQ
WKHLU�FRPPXQLWLHV��7R�IRFXV�RXU�FXOWXUDO�OHDUQLQJ��ZH�XVH�FXHV�RI
SUHVWLJH�� VXFFHVV�� VH[�� GLDOHFW�� DQG� HWKQLFLW\�� DPRQJ� RWKHUV�� DQG
HVSHFLDOO\� DWWHQG� WR� SDUWLFXODU� GRPDLQV�� VXFK� DV� WKRVH� LQYROYLQJ
IRRG�� VH[�� GDQJHU�� DQG� QRUP� YLRODWLRQV�� :H� GR� WKLV� HVSHFLDOO\
XQGHU� XQFHUWDLQW\�� WLPH� SUHVVXUH�� DQG� VWUHVV�� ,I� \RX� GRXEW� WKH
SRZHU� RI� FXOWXUDO� OHDUQLQJ�� UHPHPEHU� WKH� FHOHEULW\� FRS\FDW
VXLFLGHV�LQ�FKDSWHU���

��� � +RZHYHU�� ZH� DUHQ·W� VXFNHUV�� 7R� DGRSW� FRVWO\� SUDFWLFHV� RU
QRQLQWXLWLYH�EHOLHIV��VXFK�DV�HDWLQJ�D�VWUDQJH�IRRG�RU�EHOLHYLQJ�LQ
OLIH� DIWHU� GHDWK�� ZH� GHPDQG� &UHGLELOLW\� (QKDQFLQJ� 'LVSOD\V
�&5('V���2XU�PRGHOV�PXVW�HQGXUH�FRVWV��VXFK�DV�H[WUHPH�SDLQ�RU
ELJ� ILQDQFLDO� KLWV�� WKDW� GHPRQVWUDWH� WKHLU� GHHS� FRPPLWPHQW� WR
WKHLU� H[SUHVVHG� EHOLHIV� RU� SUDFWLFHV�� &5('V� FDQ� WXUQ� SDLQ� LQWR
SOHDVXUH� DQG� PDNH� PDUW\UV� LQWR� WKH� PRVW� SRZHUIXO� RI� FXOWXUDO
WUDQVPLWWHUV�

����+XPDQV�DUH�VWDWXV�VHHNHUV�DQG�DUH�VWURQJO\�LQIOXHQFHG�E\�SUHVWLJH�
%XW� ZKDW·V� KLJKO\� IOH[LEOH� LV� ZKLFK� EHKDYLRUV� RU� DFWLRQV� OHDG� WR
KLJK� SUHVWLJH�� 3HRSOH� ZLOO� JUDQW� RWKHUV� JUHDW� SUHVWLJH� IRU� EHLQJ
ILHUFH� ZDUULRUV� RU� JHQWOH� QXQV�� 5HPHPEHU� 6DLQW� $PEURVH�� ZKR
FRQYLQFHG�ULFK�5RPDQV�LQ�ODWH�DQWLTXLW\�WKDW�WKH\�KDG�WR�JLYH�WKHLU
ZHDOWK� WR� WKH�SRRU��2QO\�E\�JLYLQJ�JHQHURXVO\�ZRXOG� WKH\�SURYH
WKHPVHOYHV�ZRUWK\� RI� WKH� NLQJGRP� RI� KHDYHQ�� 2I� FRXUVH�� EHIRUH
$PEURVH� EHJDQ� WKLV� FDPSDLJQ�� KH� JDYH� DZD\� PRVW� RI� KLV
VXEVWDQWLDO�ZHDOWK��D�&5('��

��� � 7KH� VRFLDO� QRUPV� ZH� DFTXLUH� RIWHQ� FRPH� ZLWK� LQWHUQDOL]HG
PRWLYDWLRQV�DQG�ZD\V�RI�YLHZLQJ�WKH�ZRUOG��JXLGLQJ�RXU�DWWHQWLRQ
DQG�PHPRU\���DV�ZHOO�DV�ZLWK�VWDQGDUGV�IRU�MXGJLQJ�DQG�SXQLVKLQJ
RWKHUV��3HRSOH·V�SUHIHUHQFHV�DQG�PRWLYDWLRQV�DUH�QRW� IL[HG��DQG�D
ZHOO�GHVLJQHG� SURJUDP� RU� SROLF\� FDQ� FKDQJH� ZKDW� SHRSOH� ILQG
GHVLUDEOH��DXWRPDWLF��DQG�LQWXLWLYH�

����6RFLDO�QRUPV�DUH�HVSHFLDOO\�VWURQJ�DQG�HQGXULQJ�ZKHQ�WKH\�KRRN
LQWR�RXU�LQQDWH�SV\FKRORJ\��)RU�H[DPSOH��VRFLDO�QRUPV�IRU�IDLUQHVV
WRZDUG�IRUHLJQHUV�ZLOO�EH�PXFK�KDUGHU�WR�VSUHDG�DQG�VXVWDLQ�WKDQ
WKRVH� WKDW� GHPDQG� PRWKHUV� FDUH� IRU� WKHLU� FKLOGUHQ�� 7KURXJKRXW
WKLV� ERRN�� ,·YH� GLVFXVVHG� QRUPV� WKDW� KDYH� ORFNHG� LQWR� YDULRXV



LQQDWH�DVSHFWV�RI�RXU�SV\FKRORJ\��LQFOXGLQJ�RXU�IDYRULWLVP�WRZDUG
FORVH�NLQ��DYHUVLRQ�WR� LQFHVW��SUHIHUHQFH�IRU�UHFLSURFLW\��UHDGLQHVV
WR� DYRLG� PHDW�� DQG� GHVLUH� IRU� SDLU�ERQGLQJ�� $V� ZH� VDZ�� ULWXDOV
KDYH�DOVR�HYROYHG�FXOWXUDOO\�WR�SRZHUIXOO\�WDS�PDQ\�LQQDWH�DVSHFWV
RI�RXU�SV\FKRORJ\�

��� � ,QQRYDWLRQ� GHSHQGV� RQ� WKH� H[SDQVLRQ� RI� RXU� FROOHFWLYH� EUDLQV�
ZKLFK� WKHPVHOYHV� GHSHQG� RQ� WKH� DELOLW\� RI� VRFLDO� QRUPV�
LQVWLWXWLRQV��DQG�WKH�SV\FKRORJLHV�WKH\�FUHDWH�WR�HQFRXUDJH�SHRSOH
WR� IUHHO\� JHQHUDWH�� VKDUH�� DQG� UHFRPELQH� QRYHO� LGHDV�� EHOLHIV�
LQVLJKWV��DQG�SUDFWLFHV�

��� � 'LIIHUHQW� VRFLHWLHV� SRVVHVV� TXLWH� GLIIHUHQW� VRFLDO� QRUPV�
LQVWLWXWLRQV�� ODQJXDJHV�� DQG� WHFKQRORJLHV�� DQG� FRQVHTXHQWO\� WKH\
SRVVHVV� GLIIHUHQW� ZD\V� RI� UHDVRQLQJ�� PHQWDO� KHXULVWLFV�
PRWLYDWLRQV�� DQG� HPRWLRQDO� UHDFWLRQV�� 7KH� LPSRVLWLRQ� RI� QHZ
IRUPDO�LQVWLWXWLRQV��LPSRUWHG�IURP�HOVHZKHUH��RQ�SRSXODWLRQV�RIWHQ
FUHDWH� PLVPDWFKHV�� 7KH� UHVXOW� LV� WKDW� VXFK� LPSRVHG� IRUPDO
LQVWLWXWLRQV�ZLOO�ZRUN�UDWKHU�GLIIHUHQWO\��DQG�SHUKDSV�QRW�DW�DOO�

��� �+XPDQV� DUH� EDG� DW� LQWHQWLRQDOO\� GHVLJQLQJ� HIIHFWLYH� LQVWLWXWLRQV
DQG� RUJDQL]DWLRQV�� WKRXJK� ,·P� KRSLQJ� WKDW� DV� ZH� JHW� GHHSHU
LQVLJKWV� LQWR� KXPDQ� QDWXUH� DQG� FXOWXUDO� HYROXWLRQ� WKLV� FDQ
LPSURYH�� 8QWLO� WKHQ�� ZH� VKRXOG� WDNH� D� SDJH� IURP� FXOWXUDO
HYROXWLRQ·V�SOD\ERRN�DQG�GHVLJQ�´YDULDWLRQ�DQG�VHOHFWLRQ�V\VWHPVµ
WKDW�ZLOO� DOORZ�DOWHUQDWLYH� LQVWLWXWLRQV�RU�RUJDQL]DWLRQDO� IRUPV� WR
FRPSHWH�� :H� FDQ� GXPS� WKH� ORVHUV�� NHHS� WKH� ZLQQHUV�� DQG
KRSHIXOO\�JDLQ�VRPH�JHQHUDO�LQVLJKWV�GXULQJ�WKH�SURFHVV�

7R�PRYH� IRUZDUG� LQ�RXU�TXHVW� WR�EHWWHU�XQGHUVWDQG�KXPDQ� OLIH��ZH
QHHG�WR�HPEUDFH�D�QHZ�NLQG�RI�HYROXWLRQDU\�VFLHQFH��RQH�WKDW�IRFXVHV�RQ
WKH� ULFK� LQWHUDFWLRQ� DQG� FRHYROXWLRQ� RI� SV\FKRORJ\�� FXOWXUH�� ELRORJ\�
KLVWRU\�� DQG� JHQHV�� 7KLV� VFLHQWLILF� URDG� LV� ODUJHO\� XQWUDYHOHG�� DQG� QR
GRXEW�PDQ\�REVWDFOHV�DQG�SLWIDOOV�OLH�DKHDG��EXW�LW�SURPLVHV�DQ�H[FLWLQJ
MRXUQH\�LQWR�XQH[SORUHG�LQWHOOHFWXDO�WHUULWRULHV��DV�ZH�VHHN�WR�XQGHUVWDQG
D�QHZ�NLQG�RI�DQLPDO�
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