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7KH UHDOL]DWLRQ RI DJULFXOWXUDO PRGHUQL]DWLRQ� WKH VROYLQJ RI WKH ³WKUHH UXUDO´ LVVXH DV ZHOO

DV WKH LQFUHPHQW RI IDUPHUV¶ LQFRPH LV RQH RI &KLQD¶V WRS SULRULW\� 7KXV� XQGHU WKH VXSSRUW
DQG HQFRXUDJHPHQW RI JRYHUQPHQW¶V UHOHYDQW SROLFLHV� &KLQD KDV LQWURGXFHG WKH
³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ ZKLFK LV D QHZ PRGH IRU WKH VXSSO\ RI DJULFXOWXUDO
SURGXFWV� 7KLV LV DQ LQQRYDWLYH RI DJULFXOWXUDO SURGXFWV FLUFXODWLRQ PRGH� DQG WKH
FRPSUHKHQVLYH SURPRWLRQ ZLOO KHOS VXSHUPDUNHWV JHW FKHDS JRRGV GLUHFWO\ IURP WKH KDQGV
RI IDUPHUV� WKXV IRUPLQJ SULFH FRPSHWLWLYHQHVV� IDUPHUV FDQ DOVR JHW SURILWV DQG VXEVLGLHV
IURP VXSHUPDUNHWV ZKLFK FDQ HOLPLQDWH PLGGOHPHQ¶V SURILW� WKXV LQFUHDVLQJ WKHLU UHYHQXH�
FRQVXPHUV FDQ ERWK JHW D JXDUDQWHH RI IRRG VDIHW\ DQG VDYH H[SHQVHV� DQG WKH ZLQ�ZLQ
VLWXDWLRQ IRU WKH VXSHUPDUNHWV� IDUPHUV� DQG FRQVXPHUV ZLOO EH DFKLHYHG� +RZHYHU� WKH
GLOHPPD EHWZHHQ ³IDUPHUV KDYLQJ GLIILFXOW\ LQ VHOOLQJ´ DQG ³VXSHUPDUNHWV KDYLQJ GLIILFXOW\
LQ EX\LQJ´ LV VWLOO IUHTXHQW� 6R LQ WKLV WKHVLV� WKURXJK WKHRUHWLFDO UHVHDUFK DQG VLWXDWLRQ
DQDO\VLV� HDFK UHOHYDQW SDUW RI WKH ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGH ZLOO EH VWXGLHG
DV D ZKROH� 0RUHRYHU� HIIHFWLYHQHVV ZLOO EH HYDOXDWHG DQG UHOHYDQW SUREOHPV ZLOO EH LGHQWLILHG�
7KHQ� EDVHG RQ IRUHLJQ H[SHULHQFH DQG RXU QDWLRQDO FRQGLWLRQV� QHZ PRGHV DQG DGYLFH ZLOO
EH SURYLGHG IRU XVHUV LQ GLIIHUHQW FLUFXPVWDQFHV�

.H\ :RUGV⾖ 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH� 'RFNLQJ 0RGH� )DUPHUV� 6XSHUPDUNHWV�
)DUPHU¶V 3URIHVVLRQDO &RRSHUDWLYHV� $JULFXOWXUDO 3URGXFWV
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2Q 'HFHPEHU ����� WKH 0LQLVWU\ RI &RPPHUFH DQG 0LQLVWU\ RI $JULFXOWXUH MRLQWO\ LVVXHG
³QRWLFH RQ FDUU\LQJ RXW WKH SLORW ZRUN RI ³VXSHUPDUNHW�IDUPHU GLUHFW SXUFKDVH´� EHJLQQLQJ WR
DUUDQJH WKH SLORW ZRUN RI 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH� %HFDXVH WKDW �� SURYLQFHV
�FLWLHV� GLVWULFWV� VXFK DV %HLMLQJ� 6KDQJKDL� DQG *XDQJGRQJ KDYH FDUULHG RXW
³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGHO� 7KH VXSSO\ FKDLQ RI WKH 6XSHUPDUNHW�)DUPHU
'LUHFW 3XUFKDVH FDQ VROYH WKH GRFNLQJ SUREOHP RI IDUPHUV SODQWLQJ DQG VDOH� )XWKHUPRUH� LW
FDQ UHGXFH LQWHUPHGLDWH OLQNV� KDYLQJ UHGXFHG WKH SULFH RI DJULFXOWXUDO SURGXFWV LQ WKH
PDUNHW� LW DOVR DFKLHYHG WKH HIILFLHQW FRQYHUJHQFH RI VPDOO IDUPHUV DQG ELJ PDUNHWV� DQG
WKHQ LW KDV LQFUHDVHG WKH IDUPHUV¶ LQFRPH �+X� HW DO�� ������
7KHUHIRUH� LQ ����� WKH VFRSH KDV EHHQ H[SDQGHG WR �� SURYLQFHV WR VXSSRUW WKH GLUHFW

SXUFKDVH EHWZHHQ ODUJH FKDLQ VXSHUPDUNHW DQG )DUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV LQ RULJLQV
ZLWK IUHVK DJULFXOWXUDO SURGXFWV� LQ ����� WKH 0LQLVWU\ RI &RPPHUFH IXUWKHU H[SDQGHG WKH
SLORW VFRSH RI 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH WR VXSSRUW WKH HVWDEOLVKPHQW RI FORVHU
DQG VWDEOH UHODWLRQVKLS EHWZHHQ VXEVWDQWLDO ODUJH FKDLQ VXSHUPDUNHWV DQG FLUFXODWLRQ RI
DJULFXOWXUDO HQWHUSULVHV DV ZHOO DV DJULFXOWXUDO EDVHV� SURPRWLQJ WKH GHYHORSPHQW RI
³FRQWUDFW IDUPLQJ´� LQ ����� GXULQJ WKH ³WZR VHVVLRQV´ SHULRG� WKH 0LQLVWU\ RI &RPPHUFH
DQG WKH 0LQLVWU\ RI $JULFXOWXUH MRLQWO\ LVVXHG WKH ³*XLGDQFH RI FRPSUHKHQVLYHO\ SURPRWLQJ
WKH µVXSHUPDUNHW�IDUPHU GLUHFW SXUFKDVH¶ ZRUN E\ 0LQLVWU\ RI &RPPHUFH DQG 0LQLVWU\ RI
$JULFXOWXUH´� IXOO\ GHSOR\LQJ WKH ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH� ZRUN� $W WKH
EHJJLQJ RI ����� LQ WKH &HQWUDO 2QH GRFXPHQW� WKH 6WDWH &RXQFLO DJDLQ WDNHV ³IRFXVLQJ RQ
UXUDO ZRUN� GHYHORSLQJ DJULFXOWXUDO SURGXFWLRQ VWDEO\� DQG HQVXULQJ WKH HIIHFWLYH VXSSO\ RI
DJULFXOWXUDO SURGXFWV´ DV WKH WRS SULRULW\ RI WKH JRYHUQPHQW¶V ZRUN� DW WKH EHJLQQLQJ RI
����� LQ WKH FHQWUDO GRFXPHQW� WKDW ³HQFRXUDJLQJ DQG VXSSRUWLQJ FRQWUDFW ODQG WR WUDQVIHU
WR SURIHVVLRQDO LQYHVWRUV� IDPLO\ IDUPV DQG IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV´ KDV EHHQ
IXUWKHU SURPRWHG� 7KH &HQWUDO 'RFXPHQW 1R� �� KDV IRFXVHG RQ ³7KUHH 5XUDO´ LVVXH IRU ��
\HDUV FRQVHFXWLYHO\� DQG LWV PDLQ SXUSRVH LV WR HQVXUH DQG LQFUHDVH IDUPHUV¶ LQFRPH� )RUP
WKH LVVXLQJ RI WKHVH VHULHV RI GRFXPHQWV� LW FDQ EH VHHQ WKDW WKH JRYHUQPHQW IRFXVHV RQ
³7KUHH 5XUDO ,VVXHV´ YHU\ PXFK�
8QGHU WKH JRYHUQPHQW¶V VXFK VWURQJ VXSSRUW� WKH UDWLR RI &KLQD¶V DJULFXOWXUDO SURGXFWV

WKURXJK VXSHUPDUNHW VDOHV LV RQO\ DERXW ��� DQG WKLV PRGH KDV EHHQ ZLGHO\ DGRSWHG LQ
GHYHORSHG FRXQWULHV� )RU H[DPSOH� LQ WKH 8QLWHG 6WDWHV� WKH SURSRUWLRQ KDV UHDFKHG WR ����
0RUHRYHU� ZLWK WKH GHYHORSPHQW DQG GHHSHQLQJ RI WKH PDUNHW HFRQRP\� WKH SURGXFWLRQ
PHWKRG RI IDPLO\ UXQQLQJ DJULFXOWXUDO SURGXFWLRQ KDV EHFRPH PRUH GLIILFXOW WR DGDSW WR
FKDQJHV LQ WKH PDUNHW HFRQRP\� WKDW LV� WKH GRFNLQJ SUREOHP RI ³VPDOO SURGXFHUV´ DQG ³ELJ
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PDUNHW´ LV EHFRPLQJ LQFUHDVLQJO\ SURPLQHQW� 7KHUHIRUH� PDQ\ VFKRODUV DUH WU\LQJ WR ILQG D
³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGH VXLWDEOH WR &KLQHVH GHYHORSPHQW� EXW WKH HIIHFW
LV QRW REYLRXV� 6RPH DUWLFOHV KDYH ILHOG VXUYH\ RQ ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´
PRGH� \HW ODFNLQJ WKHRUHWLFDO VXSSRUW�
7KHUHIRUH� ILUVW RI DOO� WKLV WKHVLV VHHNV WR JUDVS HDFK PDLQ SDUW RI WKH FXUUHQW &KLQHVH

³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGH RQ WKH EDVLV RI WKH V\VWHPDWLF WKHRU\ DQG
VWDWXV DQDO\VLV� LW HYDOXDWH WKHLU HIIHFWLYHQHVV DQG LGHQWLILHV SUREOHPV� )LQDOO\� LW SURSRVHV
QHZ PRGHV DQG VROXWLRQV WR IDFLOLWDWH WKH XVHUV LQ GLIIHUHQW FLUFXPVWDQFHV DFFRUGLQJ WR
FRPELQDWLRQ RI WKH H[SHULHQFH RI IRUHLJQ FRXQWULHV DQG FKLQD
V QDWLRQDO FRQGLWLRQV�

ⳓ� %FWFMPQNFOU USFOET BOE NBOBHFNFOU TUBUVT PG DPSQPSBUF

TPDJBM SFTQPOTJCJMJUZ JO #FJKJOH SFUBJM JOEVTUSZ

+XD������ LQVLVWV WKDW 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH UHIHUV WR WKH LQWHQW DJUHHPHQW
VLJQHG E\ IDUPHUV DQG EXVLQHVVHV� D QHZ FLUFXODWLRQ PHDQV RI DJULFXOWXUDO SURGXFWV SURYLGHG
E\ WKH IDUPHUV WR VXSHUPDUNHWV� FRQYHQLHQFH VWRUHV DQG PDUNHWV� 7KH ³6XSHUPDUNHW�)DUPHU
'LUHFW 3XUFKDVH´ LV D QHZ PRGH DSSHDULQJ ZLWK WKH FRQWLQXRXV GHYHORSPHQW RI DJULFXOWXUDO
PDUNHW� ,W FRQVWUXFWHG WKH SURGXFWLRQ DQG PDUNHWLQJ GRFNLQJ XQGHU WKH PDUNHW HFRQRP\
V\VWHP� WKXV UHGXFLQJ FLUFXODWLRQ DQG LPSURYLQJ WKH QHZ FKDLQ RI FLUFXODWLRQ HIILFLHQF\�

���� 4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTF NPEF IBT UIF GPMMPXJOH

DIBSBDUFSJTUJDT

��� ,W KDV EURNHQ WKH ROG ³QRUP´� KDYLQJ ³VHDPOHVV MRLQW´ RI XUEDQ DQG UXUDO PDUNHWV� DQG
VXSSRUWLQJ FLUFXODWLRQ RI DJULFXOWXUDO SURGXFWV� ZKLFK KDV ERWK SURPRWHG IDUPHUV¶ LQFRPH
DQG HQULFKHG SHRSOH¶V IRRG EDVNHW�
��� ,W KDV VKRUWHQHG WKH WUDGLWLRQDO WUDQVSRUW FLUFXODWLRQ� UHGXFLQJ WKH FLUFXODWLRQ FRVW RI

DJULFXOWXUDO SURGXFW� %HIRUH ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ LV DSSOLHG� WKH
DJULFXOWXUDO SURGXFWV ERXJKW E\ VXSHUPDUNHWV QHHG WR JR WKURXJK WKH IROORZLQJ VXEMHFWV�
UXUDO EURNHUV� RULJLQDO DJULFXOWXUDO SURGXFWV¶ ZKROHVDOH PDUNHWV� FRQVXPSWLRQ SODFH¶V
ZKROHVDOH PDUNHWV� DV ZHOO DV VXSHUPDUNHW VXSSOLHUV RI DJULFXOWXUDO SURGXFWV� DV LQ )LJXUH �
DQG ��
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�'JHVSF �� WBMVF DIBJO PG GBSNFST TFMMJOH UIFJS UPNBUPFT UP UIF TVQFSNBSLFUT

�'JHVSF �� UJNF GPS UPNBUPFT CFJOH QJDLFE VQ UP HPJOH JOUP UIF TVQFSNBSLFUT

$IWHU WKH ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ SURFXUHPHQW PRGH LV DSSOLHG�
VXSHUPDUNHWV FDQ KDYH GLUHFW SURFXUHPHQW RI DJULFXOWXUDO SURGXFWV IURP IDUPHUV¶
SURIHVVLRQDO FRRSHUDWLYHV� WKXV VDYLQJ DQ DYHUDJH RI ��� � ��� RI WKH SXUFKDVH FRVW� ZKLFK
KDV EHQHILWHG WKH FRQVXPHUV� DV LQ )LJXUH ��

�'JHVSF �� EJTUSJCVUJPO NPEF PG QSPGJUBCJMJUZ GPS TVQFSNBSLFU�GBSNFS EJSFDU QVSDIBTF

�� ,W FDQ LPSURYH WKH TXDOLW\ RI DJULFXOWXUDO SURGXFWV� 7KH ³6XSHUPDUNHW�)DUPHU 'LUHFW⾅

3XUFKDVH´ UHIHUV WR WKDW SURGXFWV DUH SURYLGHG GLUHFWO\ IURP SURGXFWLRQ EDVHV WR WKH
VXSHUPDUNHWV� DQG E\ LGHQWLI\LQJ DQG UHFRUGLQJ� LW FDQ KDYH WKH FRPSOHWH FRXUVH WUDFNLQJ WR
WKH KLVWRULFDO SHULRGV� DSSOLHG VLWXDWLRQ DQG SODFHV RI DJULFXOWXUDO FXOWLYDWLRQ� KDUYHVWLQJ�
WUDQVSRUWDWLRQ� SURFHVVLQJ� GHOLYHU\ DQG RWKHU DVSHFWV� ,I WKHUH DUH DJULFXOWXUDO TXDOLW\
SUREOHPV� LW FDQ EH WUDFHG GLUHFWO\ WR SURGXFWV SODQWLQJ EDVHV DQG LQ WKH VKRUWHVW WLPH� LW FDQ



FWFMPQNFOU PG $IJOB Ⲳ4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTFⲳ.PEF ���

UHFHLYH WKRVH GHIHFWLYH SURGXFWV ZKLFK KDYH EHHQ GLVWULEXWHG WR WKH UHWDLO VXSHUPDUNHW
VWRUHV�
��� ,W FDQ UHGXFH ORVVHV GXULQJ FLUFXODWLRQ RI DJULFXOWXUDO SURGXFWV� 6XSHUPDUNHWV DSSO\

PRGHUQ PDQDJHPHQW PHWKRGV� ZLWK FRPSOHWH IDFLOLWLHV DQG VFLHQWLILF PDQDJHPHQW� KDYLQJ
UHDVRQDEOH FLUFXODWLRQ SURFHVVLQJ WR DJULFXOWXUDO SURGXFWV� ZKLFK FDQ KHOS WR UHGXFH ORVVHV LQ
WKH SURFHVV RI VWRUDJH DQG WUDQVSRUWDWLRQ RI DJULFXOWXUDO SURGXFWV�
&KLQD KDV D ORQJ KLVWRU\ RI DJULFXOWXUH� JRRG LQWHQVLYH H[SHULHQFH� DEXQGDQW ODERU

UHVRXUFHV DQG RWKHU DGYDQWDJHV� +RZHYHU� DW WKH VDPH WLPH� WKHUH LV D ODUJH SRSXODWLRQ LQ
&KLQD� ZLWK DUDEOH ODQG SHU FDSLWD DQG D VPDOO QXPEHU RI QDWXUDO UHVRXUFHV� PRUHRYHU� LWV
DJULFXOWXUDO SURGXFWLYLW\ OHYHO LV QRW KLJK� DQG WKH DJULFXOWXUDO WHFKQRORJ\ DQG HTXLSPHQW LV
UHODWLYHO\ EDFNZDUG� DQG LWV DJULFXOWXUDO LQSXWV DUH LQ LQVXIILFLHQW� WKHUH DUH ELJ GLIIHUHQFHV
LQ QDWXUDO DQG HFRQRPLF FRQGLWLRQV LQ UHJLRQV� DQG LWV HFRQRPLF GHYHORSPHQW LV XQHYHQ�
WKHUH DUH XQHYHQ GHYHORSPHQW RI DJULFXOWXUDO SURGXFWLYLW\ OHYHOV ZLWK ERWK WUDGLWLRQDO VPDOO
KROGHU SURGXFWLRQ DQG D PRGHUQ ODUJH�VFDOH RI IDUP SURGXFWLRQ PRGH� ZLWK ERWK WKH IDUPHU
V
SURGXFWLRQ LQ WKH XQLW RI IDPLO\ DQG HQWHUSULVH LQGXVWULDOL]DWLRQ WDNLQJ HQWHUSULVHV DV WKH
OHDGLQJ� $OO WKRVH DUH IDFWRUV LPSHGLQJ WKH UDSLG GHYHORSPHQW DQG DOO WKHVH GHWHUPLQH WKDW
&KLQD¶V DJULFXOWXUDO SURGXFWLRQ FDQ¶W EH WKH VDPH ZLWK WKDW LQ 8QLWHG 6WDWHV RU -DSDQ�
7KHUHIRUH� &KLQD¶V PRGH PXVW EH GLIIHUHQW IURP WKHVH RI WKH WZR FRXQWULHV� 7KHUHIRUH�
H[SORULQJ D GLYHUVLILHG ³6XSHUPDUNHW� )DUPHU 'LUHFW 3XUFKDVH´ PRGH ZLWK &KLQHVH
FKDUDFWHULVWLFV DQG VXSSO\ FKDLQ UHODWLRQVKLSV PRGH LV D SULRULW\�

���� ⲳ4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTFⲴ NPEF

	�
 RVBMJUBUJWF SFTFBSDI

+X HW DO������� EHOLHYH WKDW WKHUH DUH WKUHH PRGHV RI VXSHUPDUNHW�IDUPHU GLUHFW SXUFKDVH�
&DUUHIRXU PRGH �WKH ³VXSHUPDUNHW � IDUPHUV¶ SURIHVVLRQ FRRSHUDWLYHV � IDUPHUV´ PRGH� DV
LQ )LJXUH �� 0HWUR PRGH �WKH ³VXSHUPDUNHW � $JULFXOWXUH LQGXVWULDOL]DWLRQ OHDGLQJ
HQWHUSULVHV � IDUPHUV´ PRGH � DV LQ )LJXUH �� +RZHYHU� 6KDQJ 	 6XQ������ LQVLVW WKDW WKH
&DUUHIRXU PRGH LV D PRGH WKDW &DUUHIRXU VXSHUPDUNHW SXUFKDVH IDUPHUV¶ SURGXFWV GLUHFWO\
WKURXJK IDUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV�
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�'JHVSF �� $BSSFGPVS NPEFM

�'JHVSF �� .&530 NPEFM

+X 	 <DQJ������ LQVLVW WKDW 0(752 PRGH LV D PRGH RI RUJDQL]LQJ IDUPHUV WR SURGXFH
WKURXJK OHDGLQJ DJULFXOWXUDO HQWHUSULVHV VXFK DV 0HWUR� SURSRVLQJ VFLHQWLILF VWDQGDUGL]HG
SURGXFWLRQ SURFHVVHV� JXLGLQJ IDUPHUV WR SURGXFH E\ WKH IDUPHU IDUPLQJ DJULFXOWXUDO
FRQVXOWLQJ ILUPV� FRPPLVVLRQLQJ WKH WKLUG SDUWLHV WR WHVW DJULFXOWXUDO SURGXFW TXDOLW\� DQG
ILQDOO\ VHOOLQJ WKURXJK 0(752 SODWIRUP�
)URP WKH SHUVSHFWLYH RI GLVWULEXWLRQ FKDQQHOV� ;LRQJ 	 ;LDR������ GLYLGH

³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGH LQWR LQWHJUDWHG GRFNLQJ PRGH �IRUZDUG LQWHJUDWLRQ
GRFNLQJ� EDFNZDUG LQWHJUDWLRQ GRFNLQJ�� PDUNHW�RULHQWHG GRFNLQJ PRGH �FRPSDFW GRFNLQJ�
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VHPL�FORVH GRFNLQJ�� WKH 8QLRQ RI GRFNLQJ PRGH�WKH³VXSHUPDUNHW� FRRSHUDWLYH´ PRGH� WKH
³VXSHUPDUNHW�SURIHVVLRQDO FRRSHUDWLYH´ PRGH� WKH ³VXSHUPDUNHW �ZKROHVDOH�SURIHVVLRQDO
FRRSHUDWLYH´PRGH� ³MRLQW GLUHFW PLQLQJ´ PRGH� WKH ³VXSHUPDUNHW VHOI�VXSSRUW´ PRGH�� 6XFK
NLQG RI VWXG\ KDV ODLG IRXQGDWLRQ IRU WKH LQ�GHSWK UHVHDUFK RI WKH IROORZ�XS VWXGLHV RI VRPH
VSHFLILF ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ PRGH� EXW PRVW VWXGLHV MXVW IRFXV RQ HODERUDWLQJ
WKURXJK H[DPSOHV� LQVWHDG RI JRLQJ GHHS LQWR VRPH VSHFLILF UHJLRQ RU VRPH VSHFLILF PRGH¶V
³VXSHUPDUNHW�IDUPHU GLUHFW GRFNLQJ´�

	�
 RVBOUJUBUJWF SFTFBSDI

/LQ������ XVHV GDWD HQYHORSPHQW DQDO\VLV WR HYDOXDWH PRGH SHUIRUPDQFH� DQG EXLOGV
DJULFXOWXUDO VXSHU�GRFNLQJ PRGH¶V SHUIRUPDQFH HYDOXDWLRQ PRGH WKURXJK WKH IRXU DUHDV RI
UXQQLQJ IURP WKH LQWHUQDO� GRFNLQJ FRRUGLQDWLRQ� FXVWRPHU YDOXH DQG VXVWDLQ JURZWK� 'DOLDQ
'HYHORSPHQW DUHD RI DJULFXOWXUDO VXSHU�GRFNLQJ PRGH KDV EHHQ WDNHQ DV DQ H[DPSOH WR KDYH
DQDO\VLV DQG HYDOXDWLRQ RQ GLIIHUHQW FDWHJRULHV RI DJULFXOWXUDO SURGXFWV�
*X HW DO������� UHVHDUFK IURP WKH TXDOLW\ FRQWURO HIIRUWV RI 6XSHUPDUNHW�)DUPHU 'LUHFW

3XUFKDVH PRGH� 0RUHRYHU� WKURXJK WKH HVWDEOLVKPHQW RI VXSSO\ FKDLQ TXDOLW\ FRQWURO PRGH�
WKH\ SURYH WKDW LI TXDOLW\ FDQ EH WUDFHG� WKHQ PHDVXUHV RI VWUHQJWKHQLQJ DOO DVSHFWV RI
WHVWLQJ VWUHQJWK� LQFUHDVLQJ SHQDOWLHV IRU VXEVWDQGDUG SURGXFWV DQG VRPH RWKHUV FDQ EH WDNHQ
WR DFKLHYH WKH HIIHFWV RI HQKDQFLQJ HDFK OLQN¶V TXDOLW\ FRQWURO HIIRUWV� WKXV EHWWHU HQVXULQJ
WKH TXDOLW\ RI DJULFXOWXUDO SURGXFWV�
6RQJ������ LQYHVWLJDWHV WKH RSHUDWLRQ RI =DR 4LDQJ FRXQW\¶V VXSHUPDUNHW�IDUPHU GLUHFW

SXUFKDVH PRGH RI ³VXSHUPDUNHW�SURIHVVLRQ FRRSHUDWLYHV�IDUPHUV´DQG HVWDEOLVKHV WKH LQGH[
V\VWHP RI WKH VXSHUPDUNHW�IDUPHU GLUHFW SXUFKDVH¶V LPSOHPHQWDWLRQ HIIHFW HYDOXDWLRQ IRU LWV
³VXSHUPDUNHW�FRRSHUDWLYH�IDUPHU´� 0RUHRYHU� WKH FRUUHVSRQGLQJ HYDOXDWLRQ PRGH KDV EHHQ
FRQVWUXFWHG E\ XVLQJ IX]]\ KLHUDUFK\ DQDO\VLV PHWKRG� DQG VRPH RI WKH SUREOHPV H[LVWLQJ LQ
WKH SURFHVV KDYH EHHQ IRXQG DQG VRPH UHFRPPHQGDWLRQV KDYH EHHQ PDGH�
6KL HW DO������� XVH WKH VXUYH\ GDWD RI 6KDQGRQJ SURYLQFH � +DLQDQ SURYLQFH DQG

=KHMLDQJ SURYLQFH DQG WDNH WKH H[DPSOH RI EURFFROL¶V ZKROH SURFHVV IURP SODQWLQJ WR
PDUNHWLQJ� 7KURXJK HVWDEOLVKLQJ WKH PHDVXUHPHQW PRGH RI IDFWRUV DIIHFWLQJ IDUPHUV¶ QHW
LQFRPH RI EURFFROL SHU DFUH� WKH\ ILQG WKDW WKH FKRLFH RI GLVWULEXWLRQ FKDQQHOV KDYH
VLJQLILFDQW LPSDFW RQ IDUPHUV¶ QHW LQFRPH RI EURFFROL SHU DFUH�
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Ⳕ� $IBMMFOHFT GBDFE JO UIF EFWFMPQNFOU PG ⲳ4VQFSNBSLFU�'BSNFS

%JSFDU 1VSDIBTFⲴ NPEF

7KH VXSHUPDUNHW�IDUPHU GLUHFW SXUFKDVH QHHGV WR DFKLHYH WKH ³PRGHUQ DJULFXOWXUH
FKDUDFWHUL]HG E\ EXVLQHVV HQWHUSULVH� SURGXFWLRQ VFDOH� SURGXFW VWDQGDUGL]DWLRQ DQG EHQHILWV
PD[LPL]DWLRQ´� 7KHUHIRUH� WKH DFKLHYHPHQW RI WKH HIILFLHQW GRFNLQJ EHWZHHQ DJULFXOWXUDO
SURGXFWV DQG PRGHUQ VXSHUPDUNHWV UHTXLUHV IDUPHUV WR KDYH VXEVWDQWLDO FKDQJHV LQ DVSHFWV
VXFK DV WKLQNLQJ PDQQHU� PRGH RI SURGXFWLRQ� VDOHV PRGH DQG SURGXFWLRQ RUJDQL]DWLRQ
SDWWHUQV�+X� ������ ,Q IDFW� LQ WKH GHYHORSPHQW SURFHVV� WKH 6XSHUPDUNHW�)DUPHU 'LUHFW
3XUFKDVH PRGH KDV PHW WKH IROORZLQJ SUREOHPV� EXW WKHVH SUREOHPV¶ RFFXUUHQFH FDQ QRW EH
VLPSO\ UHJDUGHG DV D SDUWLFXODU DVSHFW RI UHVSRQVLELOLW\ EXW D UHVXOW RI MRLQW DFWLRQ

���� GSBHNFOUFE BHSJDVMUVSBM DVMUJWBUJPO
 IBWJOH OPU GPSNFE DFSUBJO TDBMF

)URP WKH ILHOG LQWR WKH VXSHUPDUNHW� DJULFXOWXUDO SURGXFWV KDYH WR EH WKURXJK ULJRURXV
WHVWLQJ� ,Q JHQHUDO� RQO\ LI WKH RULJLQ KDV PRUH WKDQ ��� DFUHV� WKHQ VXSHUPDUNHWV ZRXOG
KDYH D YDULHW\ RI VWDEOH DQG VHFXUH VXSSO\ RI DJULFXOWXUDO SURGXFWV� 7KHUHIRUH� DV WR WKH
VXSHUPDUNHW� RQH SUHUHTXLVLWH RI UHDOL]LQJ DJULFXOWXUDO VXSHU� GRFNLQJ LV WR KDYH ODUJH�VFDOH
DJULFXOWXUDO RSHUDWLRQV� +RZHYHU� SURYLQFH VXFK DV *XDQJ[L DV RQH RI WKH FRXQWU\¶V PDMRU
DJULFXOWXUDO SURYLQFH� H[FHSW IRU D IHZ PRUH FRQFHQWUDWHG SODQWLQJ YDULHWLHV� LWV PRVW DUHDV
RU WKH SODQWLQJ RI SURGXFWV KDYH QRW DFKLHYHG VXFK SURGXFWLRQ UHTXLUHPHQWV� ZKLFK KDV
VHULRXVO\ DIIHFWHG WKH LQLWLDWLYH RI VXSHUPDUNHWV¶ MRLQLQJ LQWR LW�

���� TJOHMF ⲳ4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTFⲴ NPEF

$W SUHVHQW� &KLQD¶V 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH KDV DFKLHYHG VRPH EHQHILWV� 6RPH
ODUJH FKDLQ VXSHUPDUNHWV LPSOHPHQW ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ ILUVWO\� VXFK DV
:DO�0DUW� &DUUHIRXU� :XPHL� HWF� $OO WKHVH JURXSV PDLQO\ WDNH WKH WKUHH GRFNLQJ PRGHV RI
³VXSHUPDUNHW�IDUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV � IDUPHUV� ³VXSHUPDUNHWV�EDVHV�IDUPHUV´� DQG
³VXSHUPDUNHWV�OHDGLQJ HQWHUSULVHV RI DJULFXOWXUDO LQGXVWULDOL]DWLRQ�IDUPHUV´� ,Q WKHVH H[LVWLQJ
PRGHV� WKH ODUJH FKDLQ VXSHUPDUNHWV KDYH FRQVLGHUDEOH DXWRQRP\� EXW RQ WKH FRQWUDU\�
FRRSHUDWLYHV DQG IDUPHUV DUH LQ D SDVVLYH SRVLWLRQ� )URP WKH DVSHFW RI IDUPHU¶V SURIHVVLRQDO
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FRRSHUDWLYHV� HVSHFLDOO\ VRPH GHYHORSLQJ VPDOO VFDOH IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV� WKH
SDVVLYH SRVLWLRQ LV PRUH DSSDUHQW� ,W LV EHFDXVH WKDW WKH ODFN RI IXQGV� UHODWLYHO\ EDFNZDUG
WHFKQRORJ\� SRRU PDQDJHPHQW DQG VRPH RWKHU FDXVHV OHDG WKDW WKH VFDOH FDQ QRW EH H[SDQGHG
TXLFNO\� WKXV PDNLQJ LW GLIILFXOW WR DFKLHYH WKH TXDQWLW\ DQG TXDOLW\ UHTXLUHPHQWV IRU DJULFXOWXUDO
SURGXFWV SURSRVHG E\ VXSHUPDUNHWV� 6R WKH\ FDQ QRW EHFRPH IL[HG SURFXUHPHQW EDVHV� ZKLFK
ZRXOG VHULRXVO\ DIIHFW WKH GHYHORSPHQW RI VPDOO�VFDOH IDUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV�
)URP WKH SHUVSHFWLYH RI IDUPHUV� GXH WR PDUNHW LQIRUPDWLRQ DV\PPHWU\� WKH VXSHUPDUNHWV

XVXDOO\ KDYH PRUH SULFH DQG UHTXLUHPHQW LQIRUPDWLRQ FRPSDUHG ZLWK IDUPHUV� WKXV DEOH WR
EX\ DQG VHOO SURGXFWV LQ FKHDSHU SULFHV� EXW LI IDUPHUV ZDQW WR JHW PRUH LQIRUPDWLRQ� WKH\
QHHG WR SD\ FHUWDLQ FRPPLVVLRQ� OHDGLQJ WR WKHLU LQFUHDVHG FRVWV DQG D GHFOLQH RI
PRWLYDWLRQ� 7KLV SRVLWLRQ RI LQHTXDOLW\ KDV ODUJHO\ DIIHFWHG WKH SDUWLFLSDWLQJ ZLOOLQJ RI WKH
IDUPHUV¶ FRRSHUDWLYHV DQG IDUPHUV� WKXV UHVXOWLQJ LQ D GHFOLQH LQ XWLOLW\ PRGH�

���� MFWFM PG NBOBHFST GPS QSPGFTTJPOBM DPPQFSBUJWFT OFFET UP CF

TUSFOHUIFOFE

0RVW IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV DUH FRPSRVHG E\ VFDOH IDUPHUV� 7KH\ ILQG WKHLU
ZD\ LQ SUDFWLFH� RU EDVHG RQ D FHUWDLQ DPRXQW RI VKRUW�WHUP WUDLQLQJ� WKH\ KDYH PDQDJHPHQW
RQ WKH IDUPHUV
 FRRSHUDWLYH RUJDQL]DWLRQV� EXW ZLWK WKH LQFUHDVH RI YDULHWLHV RI DJULFXOWXUDO
FRRSHUDWLYHV� H[SDQGLQJ VFDOH DQG FORVHU FRRSHUDWLRQ ZLWK WKH VXSHUPDUNHW� WKH\ KDYH
H[WHQGHG IURP D VLPSOH SURGXFWLRQ WR FLUFXODWLRQ ILHOGV� LQYROYLQJ PRUH ERGLHV DQG ZLGH
UDQJH� WKXV QHHGLQJ WR FRRSHUDWH ZLWK PXOWLSOH DVSHFWV LQ WKH DGYDQFLQJ SURFHVV� +RZHYHU�
WKH PDMRULW\ RI IDUPHUV
 SURIHVVLRQDO FRRSHUDWLYH RUJDQL]DWLRQV ODFN SURIHVVLRQDO PDQDJHPHQW
VWDII� DQG SUREOHPV VXFK DV PLVPDQDJHPHQW� DJULFXOWXUDO SURGXFWV FLUFXODWLRQ IODZV XVXDOO\
DSSHDU� ZKLFK KDYH VHULRXVO\ KDPSHUHG WKH GHYHORSPHQW RI FRRSHUDWLYHV DQG WKH SURFHVV RI
6XSHUPDUNHW� )DUPHU 'LUHFW 3XUFKDVH�

���� QSPEVDU TUBOEBSET TZTUFN JT JNQFSGFDU BOE UIFSF BSF NBOZ

QSPCMFNT GPS UIF RVBMJUZ PG BHSJDVMUVSBM QSPEVDUT

0RVW RI &KLQD¶V DJULFXOWXUDO SURGXFWV JR LQWR WKH PDUNHW EDVHG RQ WKH LQLWLDO IRUPV�
ODFNLQJ SUHFLVLRQ PDFKLQLQJ DQG ORZ DGGHG YDOXH� 7KH VWDQGDUGL]DWLRQ DQG
FRPPHUFLDOL]DWLRQ RI DJULFXOWXUDO SURGXFWV LV ORZ� ZKLFK FDQ QRW KDYH IDLU DQG HTXLWDEOH
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WUDGH� DQG DJULFXOWXUDO SURGXFWV¶ TXDOLW\ DQG VDIHW\ DUH GLIILFXOW WR EH JXDUDQWHHG� /DFNLQJ RI
SURIHVVLRQDO DQG WHFKQLFDO JXLGDQFH� IDUPHUV KDYH GLIILFXOW WR DFKLHYH WKH UHTXLUHPHQWV RI
SURGXFW VWDQGDUGV LQ VXSHUPDUNHWV� ZKLFK VHULRXVO\ DIIHFW WKH TXDOLW\ RI DJULFXOWXUDO
FRRSHUDWLYHV� ,Q RUGHU WR HQVXUH WKDW WKH 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH SURMHFW FDQ EH
FDUULHG RXW VPRRWKO\� WKH LPSURYHPHQW RI IDUPHUV¶ SURGXFWLRQ WHFKQRORJ\ LV LPPLQHQW�

���� UIF QSPGFTTJPOBM DPPQFSBUJWFT BOE CSBOE NBOBHFNFOU BXBSFOFTT

PG GBSNFST JT XFBL

)DUPHUV FRRSHUDWLYHV VWLOO KDYH QRW VWURQJ EUDQG DZDUHQHVV� DQG WKH SKHQRPHQRQ RI
³IRFXVLQJ RQ WKH SUHVHQW EXW WKH IXWXUH´ LV VHULRXV� DW WKH VDPH WLPH� ZLWK VHULRXV VKRUWDJH
RI EUDQG�EXLOGLQJ LQYHVWPHQWV� &KLQD LV D ODUJH DJULFXOWXUDO FRXQWU\� EXW LWV IDUPHU¶V
SURIHVVLRQDO FRRSHUDWLYHV RIWHQ ODFN WKH DELOLW\ RI LQWHJUDWLQJ EUDQG UHVRXUFHV� 7KXV� WKH ODFN
RI EUDQG DQG SRRU EUDQG PDQDJHPHQW DZDUHQHVV KDV EHFRPH &KLQD¶V ODUJHVW DJULFXOWXUDO
PDUNHWLQJ VKRUW ERDUG� 7KHUH DUH YHU\ IHZ FRPSDQLHV KDYLQJ LWV RZQ EUDQGV DQG PRVW
FRPSDQLHV GR QRW KDYH 5	' FDSDELOLWLHV� FRUH WHFKQRORJ\ DV ZHOO DV LQGHSHQGHQW
LQWHOOHFWXDO SURSHUW\ ULJKWV� PDLQO\ UHO\LQJ RQ 2(0 SURGXFWLRQ� WKXV KDYLQJ QR SULFLQJ
SRZHU DQG EDUJDLQLQJ SRZHU� DQG QR PDUNHW GRPLQDQFH�

���� TVQFSNBSLFUⲲT USBEJUJPOBM NFBOT BOE NFUIPET PG TFUUMFNFOU GVOET

SFTUSJDU EPDLJOH FGGJDJFODZ

6XSHUPDUNHWV JHQHUDOO\ XVH WKH EDQN VHWWOHPHQW SD\PHQW� DQG WKHUH LV D UHODWLYHO\ ORQJ
SHULRG RI WUDGH H[FKDQJHV� ZLWK SUHYDOHQW EHLQJ RQ FUHGLW� &KLQD VXSHUPDUNHW FRPPRQO\
XVHV �����GD\V DFFRXQW SHULRG� OHDGLQJ WR WKH GHFUHDVHG UDWH RI FDSLWDO WXUQRYHU IRU VXSSOLHU
RI DJULFXOWXUDO SURGXFWV� SURILWDELOLW\ GHFUHDVHG� 7DNLQJ JRRGV IURP IDUPHUV¶ FRRSHUDWLYHV�
WKH VXSHUPDUNHWV XVXDOO\ SD\ WKH SXUFKDVH SULFH DIWHU D SHULRG RI WLPH� ZKLFK KDV EHFRPH
RQH RI WKH PDLQ REVWDFOHV WKDW LPSDFW RQ 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH�

���� EPDLJOH NFDIBOJTN PG JOUFSFTUT BSF MBDLFE CFUXFFO TVQFSNBSLFUT

BOE GBSNFST

5DWLRQDO DOORFDWLRQ RI VXSHUPDUNHWV DQG WKH LQWHUHVWV RI IDUPHUV LV WKH EDVLF SUHPLVH IRU
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GHYHORSLQJ DJULFXOWXUDO VXSHU�GRFNLQJ� EXW EHFDXVH WKDW &KLQD¶V DJULFXOWXUDO VXSHU�GRFNLQJ LV
VWLOO LQ LWV LQIDQF\� WKHUH LV RQO\ WKH UHODWLRQVKLS RI EX\HUV DQG VHOOHUV EHWZHHQ VXSHUPDUNHWV
DQG IDUPHUV EHWZHHQ EX\HUV DQG VHOOHUV� 5HODWLRQVKLS EHWZHHQ WKH WZR LV PDLQO\ GRPLQDWHG
DQG PDLQWDLQHG E\ WKH SURGXFW¶V SXUFKDVH DQG VDOHV FRQWUDFWV� (LWKHU LQ SULFH DQG VRPH
WHFKQLFDO VHUYLFHV� RU LQ WKH ZKROH DJULFXOWXUDO SURGXFW¶V GHHS SURFHVVLQJ DQG WKH ILQDO VDOHV
OLQN� IDUPHUV FDQ QRW REWDLQ WKH EHQHILW� ZKLFK ZLOO LQHYLWDEO\ DIIHFW WKH VWDELOLW\ RI
DJULFXOWXUDO VXSHU�GRFNLQJ� ,I WKHUH LV QR UHDVRQDEOH GLVWULEXWLRQ UHODWLRQVKLS EHWZHHQ
VXSHUPDUNHWV DQG IDUPHUV� WKHUH ZLOO EH QR ZD\ WR HQMR\ WKH EHQHILWV RU VKRXOGHU ULVNV
WRJHWKHU�

���� 5PP NBOZ MPHJTUJDT DIBJOT FBTJMZ MFBE UP UIF JNQSPWFNFOU PG

QSPEVDU DPTUT

&RPSDUHG ZLWK WKH WUDGLWLRQDO FRRSHUDWLYH� WKH ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ RQ
WKH VXUIDFH FDQ UHGXFH WKH FRVW RI SURFXUHPHQW RI WKH VXSHUPDUNHW� EXW DV PRVW RI WKH
IDUPHUV FRRSHUDWLYHV DQG VXSHUPDUNHWV GR QRW KDYH WUDQVSRUWDWLRQ DQG SUHVHUYDWLRQ
FDSDELOLWLHV� FRVW RI WKLUG SDUW\ ORJLVWLFV DUH XVXDOO\ KLJK� 0RUHRYHU� GXH WR WKH LPPDWXUH
WUDQVSRUWLQJ DQG FROG FKDLQ FRQWURO WHFKQRORJ\� JUHDW ORVVHV DUH RIWHQ UHVXOWHG� $W SUHVHQW�
&KLQD¶V DJULFXOWXUDO ORJLVWLFV DUH PDLQO\ QRUPDO WHPSHUDWXUH ORJLVWLFV DQG WKHUH DUH
XQUHDVRQDEOH SDFNDJLQJ� WUDQVSRUW DQG VWRUDJH SKHQRPHQRQ� ZKLFK DOVR OHDG WR D JUHDW ORVV
LQ WKH FLUFXODWLRQ RI IUHVK DJULFXOWXUDO SURGXFWV� 6XUYH\ GDWD VKRZ WKDW YHJHWDEOHV DQG IUXLWV
HQWHULQJ WKH FLUFXODWLRQ KDYH D ORVV UDWH RI RYHU ���� ,Q IDFW� WKLV SDUW RI WKH ORVV EHORQJV
WR FRQVXPHUV� ZKLFK WR VRPH H[WHQW KDV ZHDNHQHG WKH HIIHFWLYHQHVV RI ³6XSHUPDUNHW�)DUPHU
'LUHFW 3XUFKDVH´ PRGH�

ⳕ� 1PMJDJFT BOE SFDPNNFOEBUJPOT

���� QSPQPTBMT GPS UIF EFWFMPQJOH NPEF PG ⲳ4VQFSNBSLFU�'BSNFS %JSFDU

1VSDIBTFⲴ

������ FYQMPSJOH UIF �ⲴHPWFSONFOU � DPMMFHF � GBSNFSTⲲ QSPGFTTJPOBM DPPQFSBUJWFT

� GBSNFST � TVQFSNBSLFUTⲴ EPDLJOH NPEF
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,Q WKLV PRGH� WKH JRYHUQPHQW DQG WKH XQLYHUVLWLHV KDYH EHHQ LQWURGXFHG� ,Q WKH FRXUVH RI
WKH FRRSHUDWLYH GHYHORSPHQW� ODFN RI IXQGV LV D PDMRU FRQVWUDLQW� %XW LI WKHUH LV
LQYROYHPHQW RI WKH *RYHUQPHQW� WKHQ LW LV QHFHVVDU\ IRU LW WR EH LQ FRQVXOWDWLRQ ZLWK
ILQDQFLDO LQVWLWXWLRQV DQG JLYH IDUPHUV FRRSHUDWLYHV SUHIHUHQWLDO OHQGLQJ SROLFLHV� *RYHUQPHQW
FDQ SURYLGH ODQG DQG SROLFLHV� DFWLYHO\ RUJDQL]H WR HVWDEOLVK FRRSHUDWLYHV� ILQG VXLWDEOH
VXSHUPDUNHWV FRRSHUDWLRQ DQG DGYHUWLVH VXSHU�GRFNLQJ FRQQRWDWLRQ DQG SKLORVRSK\� HWF��
ZKLFK FDQ SOD\ D VLJQLILFDQW UROH LQ SURPRWLQJ� 7KH LQWURGXFWLRQ RI XQLYHUVLWLHV DQG FROOHJHV
FDQ LQYLWH VRPH H[SHUWV RQ PDQDJHPHQW DQG SURGXFWLRQ WHFKQRORJ\ WR KDYH UHJXODU WUDLQLQJ
RQ VRPH WKH PDQDJHPHQWV RI FRRSHUDWLYHV DQG IDUPHUV UHSUHVHQWDWLYHV� 7KH WUDLQLQJ
PDQDJHPHQW SHUVRQQHO PXVW KDYH EDVLF PDQDJHPHQW NQRZOHGJH� 7KH\ LPSDUW SURGXFWLRQ
NQRZOHGJH WR WKH IDUPHUV DQG PDNH WKH DJULFXOWXUDO SURGXFWV SURGXFHG FDQ UHDFK WKH
UHTXLUHG TXDOLW\ VWDQGDUGV WR HQVXUH WKH VPRRWK GHYHORSPHQW RI DJULFXOWXUDO VXSHU�GRFNLQJ�
7KLV KDV WR VRPH H[WHQW VROYHG WKH ILQDQFLDO DQG WHFKQLFDO LVVXHV RI IDUPHUV DQG IDUPHUV¶
SURIHVVLRQDO FRRSHUDWLYHV� UDWKHU WKDQ VLPSO\ UHO\ RQ WKH VXSHUPDUNHW� WKXV FRQGXFLYH WR
HQKDQFLQJ WKHLU YRLFH DQG LQLWLDWLYH�

������ %FWFMPQJOH ⲳCSBOE BHSJDVMUVSBM TVQFSNBSLFU � GBSNFSTⲲ QSPGFTTJPOBM

DPPQFSBUJWFT � GBSNFSTⲴ EPDLJOH NPEF

)RU ODUJH FKDLQ VXSHUPDUNHWV VXFK DV :DO�0DUW� &DUUHIRXU� DQG -D\YHH� DOWKRXJK WKH\
KDYH WKHLU RZQ FKDLQ VWRUHV LQ PDQ\ SDUWV RI &KLQD� EXW PRVW RI WKHVH VWRUHV DUH ORFDWHG LQ
WKH EXVWOLQJ FLW\� $IWHU FDUU\LQJ RXW WKH 6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH� FRQVXPHUV LQ
WKH ODUJH FLWLHV KDYH EHQHILWHG IURP WKLV QHZ ZD\ RI DJULFXOWXUDO SURGXFWV VHOOLQJ� EXW WKH
EHQHILWHG IDUPHUV RQO\ DFFRXQW IRU D YHU\ VPDOO SHUFHQWDJH RI WKH RYHUDOO QXPEHU�
7KHUHIRUH� IRU WKLV VLWXDWLRQ� IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV FDQ GHSHQG RQ WKH ORFDO
FKDUDFWHULVWLFV DQG SURGXFW FKDUDFWHULVWLFV� WR EH LQ DFFRUGDQFH ZLWK VDIHW\ DQG TXDOLW\
VWDQGDUGV VWULFWO\ IRU WKH SURGXFWLRQ RI DJULFXOWXUDO SURGXFWV� DQG WLPHO\ VHWWLQJ XS DJUR
SURFHVVLQJ HQWHUSULVHV WR WUDQVLW WKH FXUUHQW VWDWXV RI SDVVLYH WR DFWLYH VWDWXV� 7KH\ FDQ DSSO\
IRU SURGXFW FHUWLILFDWLRQ DIWHU WKH SURFHVV RI SURFHVVLQJ DQG SDFNDJLQJ RI WKHLU RZQ
SURGXFWV� WKXV FUHDWLQJ WKHLU RZQ EUDQGV� 0RUHRYHU� FRRSHUDWLRQ EHWZHHQ FRRSHUDWLYHV FDQ
EH VWUHQJWKHQHG DQG PHFKDQLVPV IRU VKDULQJ EHQHILWV FDQ EH HVWDEOLVKHG�
(VWDEOLVKLQJ WKHLU RZQ DJULFXOWXUDO SURGXFWV EUDQGV VXSHUPDUNHWV LQ WKH QHDUE\ SURYLQFHV

FDQ SXW WKHLU RZQ IUHVK SURGXFWLRQV LQ WKHLU RZQ VXSHUPDUNHWV� DQG WKH DJULFXOWXUDO SULFHV
FDQ EH VHW WR EHWZHHQ WKH ZKROHVDOH SULFH RI WKH FRRSHUDWLYH FKDLQ VXSHUPDUNHW DQG WKH
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UHWDLO SULFH RI WKH VXSHUPDUNHW� 7KLV VDOHV PRGH LV WKH HDVLHVW FLUFXODWLRQ� ZKRVH FLUFXODWLRQ
FRVW LV DOVR ORZHVW� ZKLFK FDQ PDNH PRUH FRQVXPHUV EHQHILW IURP LW� &RQVXPHUV FDQ EX\
IUHVKHVW DQG VDIHVW DJULFXOWXUDO SURGXFWV DW D ORZHU SULFH� DQG IDUPHUV DQG FRRSHUDWLYHV FDQ
DOVR JHW JUHDWHU SURILW PDUJLQV� WKXV DFKLHYLQJ ZLQ�ZLQ UHVXOWV�

���� JNQSPWJOH UIF QSPQPTBMT PG UIF ⲳ4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTFⲴ NPEF

������ 4USFOHUIFO GBSNFSⲲT QSPGFTTJPOBM DPPQFSBUJWFTⲲ PXO CVTJOFTT

7DNLQJ LQWR DFFRXQW IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV LQ LWV LQIDQF\ LQ &KLQD� WKH
JRYHUQPHQW VKRXOG LQFUHDVH LWV HIIRUWV WR VXSSRUW IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV WR
SURPRWH LWV H[SDQVLRQ� DQG LQFUHDVH WKH LQYHVWPHQW RI LWV WHFKQLFDO JXLGDQFH � LQIRUPDWLRQ
SURYLVLRQ DQG UHODWHG LQIUDVWUXFWXUH� VXFK DV FROG�FKDLQ HTXLSPHQW� TXDOLW\ WHVWLQJ HTXLSPHQW
DQG WUDQVSRUW HTXLSPHQW DQG RWKHU KDUGZDUH� WKXV HQKDQFLQJ IDUPHUV
 SURIHVVLRQDO
FRRSHUDWLYHV¶ RZQ VWUHQJWK �

������ 4QFFEJOH VQ UIF DPOTUSVDUJPO PG BHSJDVMUVSBM TVQQMZ BOE EFNBOE JOGPSNBUJPO

QMBUGPSN

7R DFKLHYH WKH V\PPHWU\ RI GHPDQG� VXSSO\ LQIRUPDWLRQ� DQG WUDQVDFWLRQ LQIRUPDWLRQ�
UXUDO DUHDV VKRXOG HVWDEOLVK WKHLU RZQ LQIRUPDWLRQ FHQWHUV� UHO\ RQ SURIHVVLRQDO DJULFXOWXUDO
LQIRUPDWLRQ SODWIRUP� DQG VHUYH WKH VXUURXQGLQJ WRZQV� $JULFXOWXUDO LQIRUPDWLRQ SODWIRUP
WDNHV WKH FRXQW\ DV D XQLW� VKDULQJ DJULFXOWXUDO SURGXFW WUDQVDFWLRQ LQIRUPDWLRQ RI SUHYLRXV
\HDUV ZLWK QDWLRQDO� SURYLQFLDO DQG PXQLFLSDO LQWHUFRQQHFWLRQ� PRUHRYHU� WKH\ VKRXOG
HVWDEOLVK H[SHUW GHFLVLRQ VXSSRUW V\VWHPV WR DQDO\]H GRPHVWLF DQG IRUHLJQ PDUNHWV RI
UHOHYDQW \HDUV� 7KURXJK WKH LQIRUPDWLRQ SODWIRUP� LW FDQ PDNH WKH VXSSO\ DQG GHPDQG
LQIRUPDWLRQ RI DJULFXOWXUDO SURGXFWV RSHQ WR SXEOLF� WKXV LPSURYLQJ IDUPHUV¶ DELOLW\ RI XVLQJ
WKH LQIRUPDWLRQ� ,QIRUPDWLRQ WUXQNV FDQ EH HVWDEOLVKHG DPRQJ $JULFXOWXUDO SURGXFWV
SURFHVVLQJ HQWHUSULVHV� ORJLVWLFV DQG GLVWULEXWLRQ FHQWHUV� DJULFXOWXUDO LQVSHFWLRQ DQG
LQIRUPDWLRQ FKDQQHO� WKXV IRUPLQJ LQIRUPDWLRQ SODWIRUP RI PXOWL�OLQNDJH� PDNLQJ DJULFXOWXUDO
SURGXFWV IRUP FKDUDFWHULVWLFV RI D FHUWDLQ VFDOH� EUDQG DQG VWDQGDUGL]HG� ZKLFK FDQ QRW RQO\
UHGXFHV WKH WUDQVDFWLRQ FRVWV RI DJULFXOWXUDO SURGXFWV� EXW DOVR LW FDQ HQKDQFH WKH YLVLELOLW\
DQG FRPSHWLWLYHQHVV RI DJULFXOWXUDO PDUNHWV�

������ 'VSUIFS FYQMPSJOH UIF NFDIBOJTN MJOLJOH UIF JOUFSFTUT PG TUBCJMJUZ
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$FFRUGLQJ WR LQGXVWU\ FKDUDFWHULVWLFV� PDUNHW GHYHORSPHQW� EXVLQHVV RSHUDWLRQV� IDUPHUV¶
VHQVH RI FRPSHWLWLRQ DQG RWKHU DVSHFWV� WKH EHQHILW GLVWULEXWLRQ PRGH VKRXOG EH LPSURYHG�
WKXV HVWDEOLVKLQJ D VWDEOH EHQHILW OLQNLQJ PHFKDQLVP IRU IDUPHUV� ZKLFK FDQ QRW RQO\
SURPRWH WKH LQGXVWULDOL]HG RSHUDWLRQ RI DJULFXOWXUH� EXW DOVR LW FDQ HQVXUH WKH DGHTXDWH
VXSSO\ RI UDZ PDWHULDOV� 0RUHRYHU� LW FDQ JUHDWO\ LPSURYH WKH LQFRPH RI IDUPHUV�

������ 5BLF B WBSJFUZ PG DIBOOFMT UP JNQSPWF UIF NBOBHFNFOU BOE UFDIOJDBM MFWFM

NBOBHFST

*RYHUQPHQWV� DJULFXOWXUDO GHSDUWPHQWV� IDUPHUV¶ SURIHVVLRQDO FRRSHUDWLYHV VKRXOG
VWUHQJWKHQ FRRSHUDWLRQ ZLWK XQLYHUVLWLHV RU FROOHJHV� DQG WKH\ FDQ LQYLWH H[SHUWV RI
PDQDJHPHQW DQG SURGXFWLRQ WHFKQRORJ\ WR KDYH UHJXODU WUDLQLQJ RQ WKH PDQDJHPHQW RI
FRRSHUDWLYHV DQG IDUPHUV¶ UHSUHVHQWDWLYHV� ,Q DGGLWLRQ WR WKH EDVLF WUDLQLQJ RI QHFHVVDU\
PDQDJHPHQW NQRZOHGJH RQ PDQDJHPHQW SHUVRQQHO� WKH\ VKRXOG DOVR SDVV D VHULHV RI
NQRZOHGJH WR IDUPHU SURGXFHUV VXFK DV ZKDW NLQGV RI SODQWLQJ ZD\V VKRXOG EH DSSOLHG DV
WR GLIIHUHQW YDULHWLHV RI SURGXFWLRQV� KRZ WR QXUWXUH DW GLIIHUHQW VWDJHV� DQG ZKHQ WR
IHUWLOL]HU� 2QO\ ZLWK WHFKQLFDO VXSSRUW FDQ IDUPHUV KDYH VFLHQWLILF SURGXFWLRQ� DQG WKH RXWSXW
RI DJULFXOWXUDO SURGXFWV FDQ DFKLHYH WKH TXDOLW\ VWDQGDUG RI ³6XSHUPDUNHW� )DUPHU 'LUHFW
3XUFKDVH´� WKXV HQVXULQJ VPRRWK GHYHORSPHQW RI WKH ³6XSHUPDUNHW� )DUPHU 'LUHFW 3XUFKDVH´
DQG DFKLHYLQJ WKH ZLQ�ZLQ JRDO IRU ERWK VXSHUPDUNHWV DQG IDUPHUV� ,Q DGGLWLRQ� WUDLQLQJ RI
IDUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV PDQDJHUV KDV EHFRPH D WUHQG� ZH FDQ WDNH DGYDQWDJH RI
WKLV RSSRUWXQLW\ WR WUDLQ DJULFXOWXUH FROOHJH VWXGHQWV DQG FRRSHUDWLYH PDQDJHPHQW SHUVRQQHO
LQWR WDOHQWV ERWK VNLOOIXO DQG PDQDJHDEOH� WKXV SURYLGLQJ SHUVRQQHO VXSSRUW IRU WKH VPRRWK
FRQGXFW RI 6XSHUPDUNHW� )DUPHU 'LUHFW 3XUFKDVH�

������ 1SPNPUJOH BOE FODPVSBHJOH BHSJDVMUVSBM TDBMF PQFSBUJPO

2Q WKH RQH KDQG� WKH ODUJH VFDOH DJULFXOWXUDO RSHUDWLRQ FDQ HQKDQFH WKH EDUJDLQLQJ SRZHU
EHWZHHQ IDUPHUV DQG VXSHUPDUNHWV� DFKLHYLQJ VDOHV¶ LQLWLDWLYH� RQ WKH RWKHU KDQG� LW FDQ
HIIHFWLYHO\ SURYLGH D VWDEOH VXSSO\ IRU VXSHUPDUNHWV� WKXV DFKLHYLQJ ZLQ�ZLQ VLWXDWLRQ IRU
ERWK SDUWQHUV� 7KHUHIRUH� LQ WKH FRQWH[W RI WKH FXUUHQW ODQG WUDQVIHU� WKH JRYHUQPHQW VKRXOG
QRW RQO\ HQFRXUDJH DJULFXOWXUDO OHDGLQJ HQWHUSULVHV WR WUDQVIHU ODQG IURP IDUPHU DQG EH
HQJDJHG LQ DJULFXOWXUDO LQGXVWULDOL]DWLRQ LQ D FHUWDLQ SHULRG WLPH� KDYLQJ ODUJH VFDOH
RSHUDWLRQ� EXW DOVR WKH\ HQFRXUDJH WKH UXUDO ODUJH SURIHVVLRQDO IDUPHUV DQG JURZLQJ H[SHUWV
WR OHDVH ODQG IURP IDUPHUV WR FRQGXFW ODUJH VFDOH RSHUDWLRQ� 7KH\ VKRXOG KDYH LQWHJUDWLRQ RI



FWFMPQNFOU PG $IJOB Ⲳ4VQFSNBSLFU�'BSNFS %JSFDU 1VSDIBTFⲳ.PEF ���

DJULFXOWXUDO SURGXFWV ZKROHVDOH DQG ORJLVWLFV EXVLQHVVHV� EXLOG FRUH DJULFXOWXUDO SURGXFWV
GLVWULEXWLRQ FHQWHUV� WKXV IRUPLQJ DQ RQOLQH WUDGLQJ SODWIRUP LQWHJUDWHG ZLWK WUDGH� VWRUDJH�
SURFHVVLQJ� GLVWULEXWLRQ� DQG PDQ\ RWKHU DVSHFWV�

������ -PDBM BVUIPSJUJFT TIPVME TUFQ VQ QVCMJDJUZ BOE TVQQPSU FGGPSUT UP GBDJMJUBUF

GBSNFST UP IBWF MPOH�UFSN BOE TUBCMF DPPQFSBUJPO XJUI UIF TVQFSNBSLFUT

,Q WKH HDUO\ VWDJH RI DJULFXOWXUDO VXSHU�GRFNLQJ� WKH JRYHUQPHQW VKRXOG WDNH WKH LQLWLDWLYH
WR FRQWDFW VXSHUPDUNHWV DQG IDUPHUV IRU WKH PDWFKPDNLQJ RI DJULFXOWXUH VXSHU�GRFNLQJ� 7KH\
VKRXOG HQFRXUDJH IDUPHUV DQG VXSHUPDUNHWV WR UHDFK FRRSHUDWLYH WKURXJK WD[ UHOLHI�
SURYLGLQJ JXDUDQWHHV� ILQDQFLDO VXSSRUW DQG RWKHU ZD\V� 7KH\ VKRXOG DOVR JXLGH DQG RUJDQL]H
IDUPHU WR HVWDEOLVK IDUPHU¶V SURIHVVLRQDO FRRSHUDWLYHV ZKLFK FDQ DUUDQJH IDUPHUV WR KDYH
XQLILHG SURGXFWLRQ� DQG FRQWDFW VXSHUPDUNHWV WR FRQGXFW DJULFXOWXUH VXSHU�GRFNLQJ� %\
ORZHULQJ WKH WKUHVKROG� PRUH IDUPHUV
 SURIHVVLRQDO FRRSHUDWLYHV DQG OHDGLQJ HQWHUSULVHV FDQ
SDUWLFLSDWH LQ DJULFXOWXUDO VXSHU�GRFNLQJ� WKXV LQFUHDVLQJ WKH SURSRUWLRQ RI IUHVK DJULFXOWXUDO
SURGXFWV LQ WKH VDOHV RI VXSHUPDUNHWV� 7KHQ� VXSHUPDUNHWV DQG H[FHOOHQW FRRSHUDWLYH FDQ
HQWHU LQWR ORQJ�WHUP VXSSO\ FRQWUDFWV� DQG FRRSHUDWLYHV FDQ PDNH UHDVRQDEOH DUUDQJHPHQWV
IRU IDUPHUV ZLWK WKLV RUGHU FRPPLWPHQW� ZKLFK DUH FRQGXFLYH WR WKH ORQJ�WHUP VWDEOH
UHODWLRQV RI FRRSHUDWLRQ EHWZHHQ WKH WZR VLGHV�

Ⳗ� %JTDVTTJPO BOE DPODMVTJPO

7KH HVVHQFH RI ³6XSHUPDUNHW�)DUPHU 'LUHFW 3XUFKDVH´ LV WR OHDG WKH PRGHUQ ZD\ RI
FLUFXODWLRQ WR YDVW UXUDO DUHDV� DQG GRFN VPDOO VFDOH SURGXFWLRQ RI WKH WKRXVDQGV RI IDPLOLHV
ZLWK HYHU FKDQJLQJ ELJ PDUNHWV� WKXV EXLOGLQJ XS WKH LQWHJUDWHG SURGXFWLRQ DQG PDUNHWLQJ
FKDLQ XQGHU WKH FRQGLWLRQV PDUNHWLQJ HFRQRP\ DQG HQDEOLQJ PHUFKDQWV� IDUPHUV� FRQVXPHUV
WR DFKLHYH ZLQ�ZLQ UHVXOWV� 7KLV PRGH RI VXSSO\ QRW RQO\ VROYHV WKH FRQWUDGLFWLRQV H[LVWLQJ
LQ WKH SURGXFWLRQ DQG FLUFXODWLRQ RI DJULFXOWXUDO SURGXFWV� DFKLHYLQJ WKH GRFNLQJ EHWZHHQ
SURGXFWLRQ DQG VDOHV RI DJULFXOWXUDO SURGXFWV� EXW DOVR LW VHWV XS D GLUHFW EULGJH EHWZHHQ WKH
SURGXFWLRQ DQG PDUNHWLQJ RI DJULFXOWXUDO SURGXFWLRQ� ZKLFK LV FRQGXFLYH WR WKH DJULFXOWXUDO
GHYHORSPHQW� WKH PDLQWHQDQFH RI VWDEOH DJULFXOWXUDO SURGXFWV¶ SULFH� WKH LQFUHPHQW RI
IDUPHUV¶ LQFRPH DQG WKH UHGXFWLRQ RI FRQVXPHU¶V OLYLQJ FRVW� WKXV LPSURYLQJ SHRSOH¶V
OLYHOLKRRG DQG EHQHILWLQJ WKH ZKROH FRPPXQLW\�
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7KHUHIRUH� IRU WKH SUREOHPV H[LVWLQJ LQ PHFKDQLVP RI WKH GHYHORSLQJ PRGH LQ WKH
³DJULFXOWXUDO VXSHU�GRFNLQJ´� DQDO\VLV FDQ EH FRQGXFWHG DQG UHFRPPHQGDWLRQV FDQ EH SXW
IRUZDUG� WKXV ILQGLQJ RXW PRUH GLIIHUHQW PRGHV DYDLODEOH WR XVHUV RI GLIIHUHQW VL]HV WR
DFFRPPRGDWH GLIIHUHQW IDFWXDO VLWXDWLRQV�
,W LV KRSHG WKDW ZLWK WKH LQFUHDVLQJ PDWXULW\ RI WKH PDUNHW PHFKDQLVP� WKHUH FDQ EH PRUH

SDWWHUQV HPHUJLQJ� 7KH PDUNHW GLYHUVLILFDWLRQ ZLOO GHILQLWHO\ OHDG WR WKH FRH[LVWHQFH RI
YDULRXV PRGHV � ZKLFK LV WKH UHVXOW FDXVHG E\ WKH IDFW WKDW UHWDLO EXVLQHVV FRQWLQXH WR WU\
EDVHG RQ PDUNHW FRQGLWLRQV DQG WKHLU RZQ FRQGLWLRQV� 7KHUH LV QR JRRG RU EDG IRU PRGH
LWVHOI DQG WKH NH\ LV WR ORRN DW ZKHWKHU WKLV PRGH DGDSWV WR WKH H[LVWLQJ PDUNHW GHPDQG�

ྙםᱲᙹᯝ � ����������� íᰍ⪶ᱶᯝ � �����������

Uhihuhqfh 

*X� &�� $QQ� <� )�� 	 /LX� &� ������� 6WXG\ RQ WKH 4XDOLW\ &RQWURO ,QWHQVLW\ LQ
³6XSHUPDUNHW� )DUPHU 'LUHFW 3XUFKDVH´ 0RGH� 6RIW 6FLHQFH� ���� ������

+X� $� * 	 :X� 4� $� ������� $JULFXOWXUDO (QWHUSULVHV� ,PSRUWDQW ZD\V IRU &KLQD¶V 5XUDO
0RGHUQL]DWLRQ� ,VVXHV LQ $JULFXOWXUDO (FRQRP\� ����� �����

+X� '� +� 	 <DQJ� :� 0� ������� $JULFXOWXUH 6XSHU�GRFNLQJ� 6LJQLILFDQFH DQG &KDOOHQJHV�
5XUDO EXVLQHVV PDQDJHPHQW� ���� ������

+X� '� 5HDUGRQ� 5R]HOOH� 7� 6� 7LPPHU� 3�� 	 :DQJ� +� ������� 7KH (PHUJHQFH RI⾈ ⾈

6XSHUPDUNHWV ZLWK &KLQHVH &KDUDFWHULVWLFV� &KDOOHQJHV DQG 2SSRUWXQLWLHV IRU &KLQD¶V
$JULFXOWXUDO 'HYHORSPHQW� 'HYHORSPHQW 3ROLF\ 5HYLHZ� ������ ��������

+XD� <� ������� 'LVFXVVLRQ RI $JULFXOWXUH 6XSHU�'RFNLQJ¶V &RRSHUDWLRQ 3DWWHUQ� 1RUWKHUQ
HFRQRP\� ���� ������

/LQ� <� 7� ������� 3HUIRUPDQFH 6WXG\ RI WKH $JULFXOWXUDO 6XSHU�GRFNLQJ 0RGH EDVHG RQ
'($ 0RGH� %HLMLQJ� %HLMLQJ 7UDQVSRUWDWLRQ 8QLYHUVLW\� PDVWHU
V WKHVLV�

6KDQJ� -� &� 	 6XQ� :� )� ������� 6XSHUPDUNHW $JULFXOWXUH� 1HZ 0RGH RI &KLQHVH 0RGHUQ
$JULFXOWXUDO 0DQDJHPHQW� $JULFXOWXUDO (FRQRPLFV� ����� ��������

6KL� 6�� :HL� /� %�� 	 :X� &� 4� ������� &RRSHUDWLYH 3HUIRUPDQFH DQG 5HVLGXDO
'LVWULEXWLRQ RI $JULFXOWXUDO 6XSSO\ &KDLQ LQ WKH 3URFHVV RI 6XSHUPDUNHW�)DUPHU
'LUHFW 3XUFKDVH �� EDVHG RQ WKH $QDO\VLV RI ³)DUPHUV � &RRSHUDWLYHV �
6XSHUPDUNHWV´ 0RGH� &KLQD 5XUDO 6XUYH\� ���� ������
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6RQJ� 0� <�� 'RQJ� +� 5�� =KDQJ� -� <�� 	 6XQ� ;� 1� ������� &KLQD �6XSHUPDUNHW�)DUPHU
'LUHFW 3XUFKDVH� PRGH UHVHDUFK� $QKXL $JULFXOWXUDO 6FLHQFHV� ����� ����������

;LRQJ� +� %� 	 ;LDR� :� 7� ������� $QDO\VLV RQ WKH ,PSOHPHQWLQJ &RQGLWLRQV DQG 0RGH
RI ³$JULFXOWXUH 6XSHU�GRFNLQJ� ,VVXHV LQ $JULFXOWXUDO (FRQRP\� ���� ������




