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'HPRFUDWLF�'H¾�FLWV�DQG�3XEOLF�&RQ¾�GHQFH� LQ�3XEOLF� ,QVWLWXWLRQV� LQ�
8JDQGD��,PSOLFDWLRQV�RI�$FFRXQWDELOLW\�RQ�3XEOLF�&RQ¾�GHQFH�LQ�WKH�
8JDQGD�/RFDO�*RYHUQPHQW�,QVWLWXWLRQ

0LFKDHO�.LZDQXND
8JDQGD�0DQDJHPHQW�,QVWLWXWH

$EVWUDFW

7KHUH�LV�D�JHQHUDO�EHOLHI�E\�VFKRODUV�DQG�SUDFWLWLRQHUV�DOLNH�WKDW�WKH�QRWDEOH�GHFOLQLQJ�
SXEOLF� FRQ¾�GHQFH� LQ� SXEOLF� LQVWLWXWLRQV� LQ� GHYHORSLQJ� FRXQWULHV� OLNH� 8JDQGD� LV� D�
FRQVHTXHQFH�RI�GHPRFUDWLF�GH¾�FLWV� LQ� LQVWLWXWLRQDO�JRYHUQDQFH��7KLV�EHOLHI� LV�PRUH�VR��
EHFDXVH�GHPRFUDWLF�GH¾�FLWV�OLNH�GH¾�FLHQFLHV�LQ�DFFRXQWDELOLW\�V\VWHPV��VWL¿�HV�FDSDFLWLHV�
RI� GHPRFUDWLF� V\VWHPV� WR� HYROYH� DQG� UHIRUP� LQWR� HIIHFWLYH� DQG� OHJLWLPDWH� DJHQWV� RI�
FLWL]HQV��$FFRXQWDELOLW\� LV�D� IXQGDPHQWDO�YLUWXH�RI�JRRG�JRYHUQDQFH�DQG�DQ� LPSRUWDQW�
FRUQHUVWRQH� LQ� GHPRFUDWLF� V\VWHPV�� 7KH� SDSHU� DQDO\]HV� WKH� LPSDFW� RI� DFFRXQWDELOLW\�
RQ�SXEOLF�FRQ¾�GHQFH�ZLWKLQ�WKH�FRQWH[W�RI�8JDQGDµV�ORFDO�JRYHUQPHQW�,QVWLWXWLRQ���7KH�
DQDO\VLV�RI�DFFRXQWDELOLW\�SUDFWLFHV�DQG�H[SHULHQFHV�VXJJHVWV�WKDW�SXEOLF�FRQ¾�GHQFH�LQ�
WKH�LQVWLWXWLRQ�RI�ORFDO�JRYHUQPHQWV�LQ�8JDQGD�LV�RQ�WKH�GRZQ�ZDUG�WUHQG��7KLV�LV�SDUWO\�
GXH�WR�WKH�LQKHUHQW�GHPRFUDWLF�GH¾�FLWV�ZLWK�UHVSHFW�WR�DFFRXQWDELOLW\�GH¾�FLHQFLHV�LQ�ORFDO�
JRYHUQPHQW� LQVWLWXWLRQV�� �7KH�SDSHU�FRQFOXGHV� WKDW�� WKH�ZLGHQLQJ�JDS�EHWZHHQ�FLWL]HQ�
SUHIHUHQFHV�DQG�VHUYLFHV�GHOLYHUHG��WKH�ELJ�VRFLDO�VHUYLFH�EDFNORJV��WKH�PRFNHU\�RI�FLWL]HQ�
SDUWLFLSDWLRQ��DQG�KLJK�OHYHOV�RI�FRUUXSWLRQ�DUH�DOUHDG\�KDYLQJ�D�ELJ�WROO�RQ�FLWL]HQVµ�WUXVW�
DQG�HURGLQJ�SXEOLF�FRQ¾�GHQFH�LQ�WKH�ORFDO�JRYHUQPHQW�LQVWLWXWLRQ��7KH�SDSHU�UHFRPPHQGV�
WKDW� GHYHORSLQJ� FRXQWULHV� OLNH� 8JDQGD� VKRXOG� GHPRQVWUDWH� FRPPLWPHQW� WR� VRFLDO�
DFFRXQWDELOLW\�E\�VWUHQJWKHQLQJ�WKH�FLWL]HQ�YRLFH�DQG�VXSSRUW�PHDQLQJIXO�HQJDJHPHQW�RI�
QRQ�VWDWH�DFWRUV�DORQJVLGH�IRUPDO�JRYHUQPHQW�V\VWHPV�

.H\�ZRUGV��� 'HPRFUDWLF�GH¾�FLWV��3XEOLF�FRQ¾�GHQFH��3XEOLF�,QVWLWXWLRQV��8JDQGD�/RFDO���������������������
*RYHUQPHQWV��$FFRXQWDELOLW\��3DUWLFLSDWLRQ

,QWURGXFWLRQ�

7KHUH�LV�D�QRWDEOH�GHFOLQLQJ�WUHQG�RI�FLWL]HQ�FRQ¾�GHQFH�LQ�SXEOLF�LQVWLWXWLRQV�PRVWO\�DPRQJ�WKH�
GHYHORSLQJ�ZRUOG��0DQ\�VFKRODUV�KDYH�KLJKOLJKWHG�WKH�LQFUHDVLQJ�HURVLRQ�RI�SXEOLF�FRQ¾�GHQFH�
LQ�LQVWLWXWLRQV�RI�JRYHUQPHQW�LQ�WKH�GHYHORSLQJ�ZRUOG��.HQQHWK�	�3LSSD��1\H��������2UUHQ��
������6HOLJPDQ���������7R�WKHVH�VFKRODUV��WKH�HURVLRQ�RI�SXEOLF�FRQ¾�GHQFH�DQG�FLWL]HQ�ODFN�
RI�VDWLVIDFWLRQ�ZLWK�WKH�IXQFWLRQLQJ�RI�LQVWLWXWLRQV�RI�GHPRFUDWLF�JRYHUQPHQW�DUH�WKH�RUGHU�RI�
WKH�GD\�ZRUOGZLGH��7KH�JHQHUDO�EHOLHI�E\�VFKRODUV�DQG�SUDFWLWLRQHUV�DOLNH�LV�WKDW�WKH�DSSDUHQW�
GHFOLQH� LV� D� FRQVHTXHQFH�RI�GHPRFUDWLF�GH¾�FLWV� LQ�GHYHORSLQJ�FRXQWULHV��7KHUH� LV� HYLGHQFH�
WR�VXJJHVW� WKDW�GHYHORSLQJ�FRXQWULHV�DUH�ZLWQHVVLQJ�D�KLJKHU� WUHQG�RI� UDSLG�GHYHORSPHQW�RI�
VRFLHWLHV�RWKHU�WKDQ�LQVWLWXWLRQV�RI�JRYHUQDQFH��:DUUHQ����������7KLV�XQXVXDO�WUHQG�LV�DSSDUHQWO\�
KDSSHQLQJ�DW�D�SRLQW�ZKHQ�FLWL]HQV�DUH�KDYLQJ�KLJKHU�H[SHFWDWLRQV�IURP�WKH�SXEOLF�LQVWLWXWLRQV�
�&KHWH���������6XFK�H[SHFWDWLRQV�DUH�LQ�WHUPV�RI�KLJKHU�SHUIRUPDQFHV�OHYHOV�WR�VDWLVI\�FLWL]HQV�
ZKR�KDYH�EUHDGWK�RI� LQIRUPDWLRQ�FRQFHUQLQJ�WKHLU� ULJKWV�DQG�REOLJDWLRQV��DQG�FRQVHTXHQWO\�
GHPDQG�IRU�PRUH�UHVSRQVLYH�DQG�DFFRXQWDEOH�JRYHUQDQFH�
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�$FFRUGLQJO\��VLQFH�GHPRFUDFLHV�EXLOG�LQ�UHVSRQVLYHQHVV�DQG�DFFRXQWDELOLW\�WR�WKH�SHRSOH��
GHPRFUDWLF�JRYHUQDQFH�HQDEOHV�VRFLHWLHV�WR�EHQH¾�W�IURP�WKH�HYROYLQJ�FRQVHQVXV��:DUUHQ���������
,QGHHG��D�QXPEHU�RI�VFKRODUV�SRVLW�WKDW�JRYHUQPHQW�VKRXOG�EH�UHVSRQVLYH�WR�FLWL]HQV�E\�YLUWXH�
RI�FLWL]HQVµ�VWDNHV��.HWWWO��������.MDHU��������2VERUQH��������3HWHUV��������:DUUHQ���������7R�
WKLV�HQG��WKHUHIRUH��WKRVH�DIIHFWHG�E\�WKH�GHFLVLRQV�RI�JRYHUQPHQW�VKRXOG�KDYH�WKH�RSSRUWXQLW\�
WR�LQ¿�XHQFH�WKRVH�GHFLVLRQV�LQ�SURSRUWLRQ�WR�WKHLU�VWDNHV�LQ�WKH�RXWFRPH����,I�WKLV�LV�WKH�FDVH��
LQVWLWXWLRQDO�FRQ¾�GHQFH�LV�QRW�RQO\�D�UHVXOW�EXW�DOVR�VXSSRUWHG�E\�LQVWLWXWLRQDO�FRPPLWPHQW�WR�
GHPRFUDWLF�YDOXHV�OLNH�DFFRXQWDELOLW\��,Q�ZKLFK�FDVH��GH¾�FLHQFLHV�RI�DFFRXQWDELOLW\�LQ�SXEOLF�
LQVWLWXWLRQV�LV�HYLGHQFH�RI�GHPRFUDWLF�GH¾�FLWV

7KLV� DUWLFOH� DQDO\VHV� WKH� UHODWLRQVKLS� EHWZHHQ� DFFRXQWDELOLW\� DQG� SXEOLF� FRQ¾�GHQFH�
ZLWKLQ�WKH�FRQWH[W�RI�8JDQGDµV�ORFDO�JRYHUQPHQWV��,Q�WKH�VXEVHTXHQW�VHFWLRQV�RI�WKH�DUWLFOH��
WKH�NH\�FRQFHSWV� LQFOXGLQJ�GHPRFUDWLF�GH¾�FLWV�� LQVWLWXWLRQDO�FRQ¾�GHQFH�� ORFDO�JRYHUQPHQWV��
DQG�DFFRXQWDELOLW\�ZLOO�EH�FRQFHSWXDOL]HG�DQG�UHYLHZHG��7KHQ��DQ�DQDO\VLV�RI�WKH�FRQQHFWLRQ�
EHWZHHQ� WKH� REVHUYHG� SUDFWLFH� DQG� H[SHULHQFH� RI� ORFDO� JRYHUQPHQW� DFFRXQWDELOLW\� DQG� WKH�
LPSOLFDWLRQV�IRU�SXEOLF�FRQ¾�GHQFH�ZLOO�EH�GLVFXVVHG�ZLWKLQ�FRQWH[W�RI�8JDQGD��/DVWO\��OHVVRQV�
OHDUQHG�DQG�UHFRPPHQGDWLRQV�ZLOO�EH�GUDZQ�IURP�8JDQGDµV�H[SHULHQFH

/LWHUDWXUH�5HYLHZ

&RQFHSWXDOL]LQJ�'HPRFUDWLF�'H¾�FLWV��7KH�GH¾�QLWLRQ�IRU� WKH�FRQFHSW�²GHPRFUDWLF�GH¾�FLW³� LV�
DV�FRPSOH[�DV�LWV�FRPPHQWDWRUV��DQG�DOPRVW�DOO�DWWHPSWV�WKDW�KDYH�EHHQ�PDGH�DUH�GHVFULSWLYH�
LQ�QDWXUH��7KLV�LV�SHUKDSV�EHFDXVH�RI�WKH�ZLGH�XVH�RI�WKH�WHUP�WR�¾�W�GLIIHUHQW�DFDGHPLF�DQG�
JRYHUQPHQW�SXUSRVHV���0DQ\�VXFK�DWWHPSWV�XVH�WKH�WHUP�´GHPRFUDWLF�GH¾�FLWµ�WR�LOOXVWUDWH�WKH�
VKRUWIDOOV� RI� WKH� ��VW� FHQWXU\� SROLWLFDO� V\VWHPV� RI� WKH� ´ZRXOG� EHµ� GHPRFUDFLHV�ZLWK� UHVSHFW�
WR�WKHLU�PDOIXQFWLRQLQJ�LQVWLWXWLRQV��DQG�WKH�HPSLULFDO�HYLGHQFH�VXJJHVWLQJ�QHJDWLYH�RSLQLRQV�
WRZDUGV� FLWL]HQ� FHQWHUHG� JRYHUQDQFH�� /HRQDUG� RIIHUV� D� IDLUO\� H[KDXVWLYH� GHVFULSWLRQ� RI�
GHPRFUDWLF�GH¾�FLW�

'HPRFUDWLF�GH¾�FLWV�DUH�FRQFHLYHG�DV�WKH�WHQVLRQV�ZKLFK�DULVH�IURP�WKH�LPEDODQFH�EHWZHHQ�
WKH�SXEOLFµV�GHPDQG�IRU�GHPRFUDF\��PHDVXUHG�E\�VWURQJ�DGKHUHQFH�WR�GHPRFUDWLF�YDOXHV�DQG�
UHMHFWLRQ�RI�DXWKRULWDULDQ�DOWHUQDWLYHV��DQG�WKH�SHUFHLYHG�VXSSO\�RI�GHPRFUDF\��PRQLWRUHG�E\�
SXEOLF�GLVVDWLVIDFWLRQ�ZLWK�WKH�GHPRFUDWLF�SHUIRUPDQFH�RI�JRYHUQPHQWV�LQ�HDFK�FRXQWU\�����,W�LV�
D�IDU�ODUJHU�GLVSDULW\�EHWZHHQ�H[SHFWDWLRQV�DQG�SHUIRUPDQFHª�����������

)URP�DQ�DQDO\WLFDO�SHUVSHFWLYH�� SXEOLF� LQVWLWXWLRQV� DUH� DQVZHUDEOH� WR� WKH� FLWL]HQV�ZKR�
DUH�HLWKHU�GLUHFWO\�RU� LQGLUHFWO\�DIIHFWHG�E\�VXFK� LQVWLWXWLRQVµ�DFWLRQV�GHFLVLRQV��7R� WKLV�HQG����
RQ�RQH�KDQG��SXEOLF�LQVWLWXWLRQV�DUH�LQ�GHPRFUDWLF�GH¾�FLWV�ZKHQ�WKH�FLWL]HQV�VWDUW�WR�IHHO�WKDW�
WKH\�FDQQRW�XVH�WKHLU�SDUWLFLSDWRU\�RSSRUWXQLWLHV�DQG�UHVRXUFHV�WR�DFKLHYH�UHVSRQVLYHQHVV�RU�
DFFRXQWDELOLW\��2Q� WKH� RWKHU� KDQG�� SXEOLF� LQVWLWXWLRQV� DUH� LQ� GHPRFUDWLF� GH¾�FLWV�ZKHQ� WKH\�
¾�QG�WKHPVHOYHV�LQ�D�VLWXDWLRQ�ZKHUH�WKHLU�GHPRFUDWLF�OHJLWLPDF\�WR�JRYHUQ�DQG�GHOLYHU�SXEOLF�
VHUYLFHV�LV�HURGHG��:DUUHQ���������'HPRFUDWLF�GH¾�FLWV��WKHUHIRUH��DUH�D�FDXVH�DQG�D�FRQVHTXHQFH�
RI�SXEOLF�FRQ¾�GHQFH��FRQFHSWXDOL]HG�LQ�WKH�QH[W�VHFWLRQ�
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&RQFHSWXDOL]LQJ�3XEOLF�&RQ¾�GHQFH��

$OWKRXJK�SXEOLF�LQVWLWXWLRQV�UHO\�RQ�SXEOLF�VXSSRUW�WR�SHUIRUP�WKHLU�UROHV�LQ�GHPRFUDWLF�V\VWHPV�
RI�JRYHUQPHQW��SXEOLF�FRQ¾�GHQFH�LV�D�SUHFLRXV�FRPPRGLW\�LQ�JRYHUQPHQW�LQVWLWXWLRQV��:KLOH�
PRVW�FLWL]HQV�KDYH�DW�OHDVW�D�PRGHUDWH�DPRXQW�RI�WUXVW�LQ�JRYHUQPHQW�V\VWHPV��WKLV�LV�ODUJHO\�
HTXLYRFDO��DV�WKH\�WHQG�WR�H[SUHVV�OHVV�FRQ¾�GHQFH�GXH�WR�WKHLU�DVVHVVPHQW�RI�WKH�UHVSRQVLYHQHVV�
DQG�DFFRXQWDELOLW\�ZLWKLQ�LQVWLWXWLRQDO�SURFHGXUHV��3XEOLF�FRQ¾�GHQFH�LV�EHVWRZHG�E\�FLWL]HQV�
EDVHG�RQ�GHPRQVWUDWLRQV�DQG�H[SHFWDWLRQV�RI�SXEOLF�LQVWLWXWLRQVµ�DELOLW\�WR�SURYLGH�IRU�FLWL]HQVµ�
FRPPRQ� VRFLR�� HFRQRPLF� VHFXULW\�� UHVSRQVLYH� EHKDYLRXUV� FRQVLVWHQW� ZLWK� WKH� LQWHUHVWV� RI�
VRFLHW\��DQG�WKH�LQVWLWXWLRQDO�DELOLW\�WR�SURYLGH�DSSURSULDWH�SURGXFWV�DQG�VHUYLFHV��.HOOHKHU�	�
:RODN���������$FFRUGLQJ�WR�'HELFND�DQG�'HELFNL���������ODFN�RI�FRQ¾�GHQFH�LQ�WKH�IXQFWLRQLQJ�
RI�SXEOLF�LQVWLWXWLRQV�LPSOLHV�WKDW FLWL]HQV�DUH�GLVVDWLV¾�HG�DQG�GLVLOOXVLRQHG�ZLWK�WKH�RSHUDWLRQV�
DQG�SHUIRUPDQFH�RI� WKHVH� LQVWLWXWLRQV��7KH�VFRSH�RI�SXEOLF� LQVWLWXWLRQV� LQFOXGHV�SDUOLDPHQW��
WKH� H[HFXWLYH� EUDQFK�� SROLWLFDO� SDUWLHV�� WKH� MXGLFLDO� V\VWHP�� SROLFH�� WKH� FLYLO� VHUYLFH�� ORFDO�
JRYHUQPHQWV�DQG�DOO�RWKHU�JRYHUQPHQW�GHSDUWPHQWV�DQG�DJHQFLHV��

7KH�HURVLRQ�RI�SXEOLF�HVWHHP�HYHQ�IRU�SULYDWH�LQVWLWXWLRQV�OLNH�PDMRU�FRPSDQLHV��WKH�PDVV�
PHGLD��WUDGH�XQLRQV��DQG�WKH�FKXUFK��VXJJHVWV�D�GHHSHU�JRYHUQDQFH�SUREOHP�H[WHQGLQJ�EH\RQG�
SROLWLFDO�OLIH��/LVWKDXJ�	�0DWWL��������� $Q\�ORVV�RI�FRQ¾�GHQFH�LQ�WKH�LQVWLWXWLRQV�RI�VRFLHW\�
ZKHWKHU�SXEOLF�RU�SULYDWH�LV�D�ELJJHU�FKDOOHQJH�WR�GHPRFUDWLF�JRYHUQDQFH�WKDQ�DQ�HURVLRQ�RI�WUXVW�
LQ�FLWL]HQV�RU�SROLWLFLDQV��7KLV�LV�VR�EHFDXVH�SXEOLF�LQVWLWXWLRQV�DUH�WKH�EDVLF�SLOODUV�RI�VRFLHW\��
$V�SXW�E\�'HELFND�DQG�'HELFNL�����������²,I�WKH\�EHJLQ�WR�FUXPEOH��WKHQ�WKHUH�LV������FDXVH�IRU�
FRQFHUQ����VRFLDO�DQG�SROLWLFDO�VWDELOLW\�DQG�LQWHJUDWLRQ�GHSHQG�RQ�FRQ¾�GHQFH�LQ�LQVWLWXWLRQV����VR�
YLEUDQW�LQVWLWXWLRQV�PDWWHU�PRUH�WR�FRQWHPSRUDU\�GHPRFUDFLHV�WKDQ�ª�LQWHUSHUVRQDO�UHODWLRQV�
DPRQJ�FLWL]HQV�³��,QVWLWXWLRQDO�FRQ¾�GHQFH�LV�QRW�JUDQWHG�E\�YLUWXH�RI�EHLQJ�D�PDMRU�LQVWLWXWLRQ�
LQ�VRFLHW\��IRU�H[DPSOH��EXW�LV�UDWKHU�HDUQHG�IURP�WKH�FLWL]HQV�WKURXJK�D�JUDGXDO�DQG�GHOLEHUDWH�
SURFHVV�DQG�SUDFWLFH�RI�JRYHUQDQFH�RU�UHSUHVHQWDWLRQ��6XFK�SUDFWLFHV�VKRXOG�DSSHDO�WR�GH¾�QHG�
RU� SHUFHLYHG� GHPRFUDWLF� YDOXHV� �JRRG� JRYHUQDQFH�� RI� VRFLHW\��$FFRXQWDELOLW\� LV� RQH� VXFK�
VRFLHWDO�GHPRFUDWLF�YDOXHV�DQG�WKH�XQLW�RI�DQDO\VLV�IRU�GHPRFUDWLF�GH¾�FLWV�LQ�WKLV�DUWLFOH�

&RQFHSWXDOL]LQJ�$FFRXQWDELOLW\��

,W�LV�D�JHQHUDO�FODLP�WKDW�DFFRXQWDELOLW\�LV�IXQGDPHQWDO�WR�JRRG�JRYHUQPHQW�DQG�D�SUHUHTXLVLWH�
IRU� SXEOLF� FRQ¾�GHQFH�� � 7KLV� LV�� KRZHYHU�� DQ� RYHU�VLPSOL¾�FDWLRQ� RI� WKH� VLJQL¾�FDQFH� RI�
DFFRXQWDELOLW\�EHFDXVH� IURP� WKHRU\�DQG�SUDFWLFH�� WKHUH�DUH� UHDVRQV� IRU�ERWK�SHVVLPLVP�DQG�
RSSRUWXQLVP� DERXW� WKH� LPSOLFDWLRQ� RI� DFFRXQWDELOLW\� LQ� SXEOLF� LQVWLWXWLRQDO� FRQ¾�GHQFH��2Q�
D�VWURQJHU�QRWH� WKRXJK��DFFRXQWDELOLW\� LV� LQGHHG�RQH�RI� WKH�FRUQHUVWRQH�YDOXHV�RI�D�PRGHUQ�
DQG� RSHQ� VRFLHW\� HVSHFLDOO\�ZLWKLQ� WKH� SXEOLF�PDQDJHPHQW� FKDOOHQJHV� RI� WKLV� ��VW� FHQWXU\��
$GPLWWHGO\��KRZHYHU��WKH�FRQFHSW�RI�DFFRXQWDELOLW\�LQ�ERWK�WKH�VFKRODUO\�DQG�SUDFWLFDO�VHQVH��LV�
TXLWH�FRPSOH[��DQG�VR�LV�LWV�GH¾�QLWLRQ���7KH�VDLG�FRPSOH[LW\�QRWZLWKVWDQGLQJ��WKLV�DUWLFOH�ORRNV�
DW�DFFRXQWDELOLW\�IURP�D�SXEOLF�PDQDJHPHQW�SRLQW�RI�YLHZ��

$FFRUGLQJ�WR�3RVQHU���������DFFRXQWDELOLW\�DV�WKH�KROGLQJ�RI�DJHQWV�WR�DFFRXQW�IRU�PHHWLQJ�
VWDQGDUGV�DQG�H[SHFWDWLRQV�RI�YDULRXV�SULQFLSDOV�ZLWK�UHVSHFW�WR�WKH�XVH�RI�¾�QDQFLDO�UHVRXUFHV��
FRPSOLDQFH�UHTXLUHPHQWV��DQG�HI¾�FLHQF\�DQG�HIIHFWLYHQHVV�LQ�UHDOL]LQJ�JRDOV��7KH�LPSOLFDWLRQ�
IRU�DFFRXQWDELOLW\�IURP�WKLV�GH¾�QLWLRQ�LV�WKH�HPSKDVLV�IRU�WUDQVSDUHQF\��MXVWL¾�FDWLRQ�RI�VKRUWIDOOV��
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DQG�FRUUHFWLYH�DFWLRQ�WR�PDNH�JRRG���7KH�&HQWHU�IRU�3XEOLF�6FUXWLQ\��&I36���������� GH¾�QHV�
DFFRXQWDELOLW\�DV�UHODWLRQVKLSV�ZKHUH�LQGLYLGXDOV�RU�LQVWLWXWLRQV�PDQGDWHG�WR�SHUIRUP�GH¾�QHG�
WDVNV�RU�IXQFWLRQV�DUH�VXEMHFW�IRU�WKHLU�DFWLRQV��WR�D�VXSHULRU�RYHUVLJKW��GLUHFWLRQ�RU�LQWHUHVWV�RI�
DQRWKHU��IRU�LQIRUPDWLRQ�RU�MXVWL¾�FDWLRQ��7KLV�GH¾�QLWLRQ�SUHVXSSRVHV�D�KLHUDUFKLFDO�VXSHULRU�
VXERUGLQDWH� UHODWLRQVKLS�ZKHUH� WKH� VXERUGLQDWH� LV� DQVZHUDEOH� WR� WKH� VXSHULRU� IRU� KLV�KHU�LWV�
DFWLRQV��,I�WKLV�LV�VR��WKHQ�DFFRXQWDELOLW\�FDQ�EH�GHGXFHG�LQWR�DQVZHUDELOLW\�DQG�HQIRUFHPHQW��

$FFRUGLQJ�WR�&I36��ZKHUHDV�DQVZHUDELOLW\�GHVFULEHV� WKH�REOLJDWLRQ�RI� WKH�JRYHUQPHQW�
PDFKLQHU\��WR�SURYLGH�LQIRUPDWLRQ�DQG�MXVWL¾�FDWLRQV�WR�WKH�FLWL]HQV�DQG�RYHUVLJKW�LQVWLWXWLRQV��
FRQFHUQLQJ� WKHLU� � DFWLRQV�� HQIRUFHDELOLW\� LV� DERXW� UHTXLULQJ� RU� FRPSHOOLQJ� JRYHUQPHQW�
LQVWLWXWLRQV�WR�PDNH�JRRG��RU�WR��WDNH�DSSURSULDWH��UHVSRQVLELOLW\�IRU�DQ\�TXHU\��,Q�VXP��SXEOLF�
DFFRXQWDELOLW\�LQWHQGV�WR�WLH�SXEOLF�GHFLVLRQV�DQG�DFWLRQV�WR�VRPH�RUJDQL]HG�IRUP�RI�FRQWURO�
DQG�RYHUVLJKW�LQ�RUGHU�WR�HQVXUH�WKDW�JRYHUQPHQW�DFWLRQV�DFKLHYH�WKH�LQWHQGHG�JRDOV�DQG�PDWFK�
WKH�QHHGV�DQG�DVSLUDWLRQV�RI�WKH�FRPPXQLWLHV�LQWHQGHG��$FFRXQWDELOLW\�LQ�SXEOLF�LQVWLWXWLRQV�
YDULHV�IURP�H[HFXWLYHV��OHJLVODWXUHV��MXGLFLDU\��SUR¾�W�DQG�QRQ�SUR¾�W�DJHQFLHV�RI�JRYHUQPHQW��
DQG�ORFDO�JRYHUQPHQWV��7KH�IRFXV�RI�WKLV�DUWLFOH�LV�VRFLDO�DFFRXQWDELOLW\�

6RFLDO�DFFRXQWDELOLW\�GHVFULEHV�DQ�DSSURDFK�WRZDUGV�HQVXULQJ�DFFRXQWDELOLW\�WKDW�UHOLHV�
RQ�FLYLF�HQJDJHPHQW� LQ�ZKLFK�RUGLQDU\�FLWL]HQV�DQG�FLWL]HQVµ�JURXSV�SDUWLFLSDWH�GLUHFWO\�RU�
LQGLUHFWO\� LQ� H[DFWLQJ� DFFRXQWDELOLW\� �:RUOG�%DQN��Q�G���� ,W� LV� WKURXJK� VRFLDO� DFFRXQWDELOLW\�
WKDW�FLWL]HQV�JHW�LQWR�VRFLDO�WLHV�ZLWK�SXEOLF�LQVWLWXWLRQV�ZKLFK�IDFLOLWDWH�FLWL]HQ�SDUWLFLSDWLRQ�
DQG�LQYROYHPHQW�LQ�LQVWLWXWLRQDO�GHFLVLRQV�WKDW�DIIHFW�WKHLU�VRFLDO�ZHOOEHLQJ���7KH�VXFFHVVIXO�
LPSOHPHQWDWLRQ� RI� VRFLDO� DFFRXQWDELOLW\� GHSHQGV� RQ� PHDQLQJIXO� DQG� PXWXDO� UHODWLRQVKLS��
WUXVW�� DQG� FRQ¾�GHQFH� EHWZHHQ� WKH� FLWL]HQV� DQG� WKH� SXEOLF� LQVWLWXWLRQV��7KH� VFRSH� RI� VRFLDO�
DFFRXQWDELOLW\� YDULHV� WKURXJK� SDUWLFLSDWRU\� EXGJHWLQJ�� VRFLDO� DXGLWV�� WR� DGPLQLVWUDWLYH�
SURFHGXUHV��7KH�VFRSH�RI�VRFLDO�DFFRXQWDELOLW\�LV�LQWHQGHG�WR�SODFH�FLWL]HQV�LQ�FHQWUDO�RYHUVLJKW�
UROHV�DV�UHTXLUHG�LQ�GHPRFUDWLF�JRYHUQDQFH��

:KDW�FRPHV�RXW�RI�WKH�FRQFHSWXDOL]DWLRQ�RI�DFFRXQWDELOLW\�LV�WKDW��WKH�HIIHFWLYHQHVV�RI�
JRYHUQPHQW� LQVWLWXWLRQV�GRHV�QRW�RQO\� � UHTXLUH� � WKDW� WKH\�SHUIRUP�DW� � WKHLU� IXOO�SRWHQWLDO� LQ�
GHOLYHULQJ��SXEOLF�VHUYLFHV��EXW�PXVW�DOVR�GHPRQVWUDWH��UHVSRQVLYHQHVV�WR�VRFLHW\µV�GHPRFUDWLF�
YDOXHV��+RZHYHU��UHVSRQVLYHQHVV�FDQQRW�EH�HIIHFWLYH�ZLWKRXW�SURPRWLQJ�WKH�SDUWLFLSDWLRQ�RI�
VRFLHW\�LQ�JRYHUQDQFH���6FKRODUV��QDWLRQDO�JRYHUQPHQWV��ORFDO�DFWRUV��DQG�GHYHORSPHQW�SDUWQHUV�
DSSUHFLDWH� WKDW� VWUHQJWKHQLQJ� FLWL]HQVµ� YRLFH� DQG� HIIHFWLYH� HQJDJHPHQW� RI� QRQ�VWDWH� DFWRUV�
DORQJVLGH�IRUPDO�JRYHUQPHQW�V\VWHPV�LV�FULWLFDO�IRU�UHVSRQVLYH�DQG�HIIHFWLYH�VHUYLFH�GHOLYHU\�
�%DKO�� ������ %ULQNHUKRII�� ������ 3RVQHU�� ������ 81'3�� ������� � 7R� WKLV� HQG�� DFFRXQWDELOLW\�
UHTXLUHV�WKDW�SXEOLF�LQVWLWXWLRQV�VKRXOG�´JRYHUQµ�ZLWK�WKH�´JRYHUQHGµ��

7KHRUHWLFDO�)RXQGDWLRQ�IRU�/RFDO�*RYHUQPHQWV

7KH�WKHRU\�IRU�GHFHQWUDOL]DWLRQ�LV�EDVHG�RQ�HI¾�FLHQF\�DQG�JRYHUQDQFH�FRQVLGHUDWLRQV��:KHUHDV�
WKH�HFRQRPLVWV�DUH� LQWHUHVWHG�LQ�HI¾�FLHQF\�JDLQV�GHULYHG�IURP�PDWFKLQJ�ORFDO�UHYHQXHV�DQG�
H[SHQGLWXUHV��WKH�JRYHUQDQFH�LQWHUHVW�IRFXV�RQ�UHVSRQVLYHQHVV�DQG�DFFRXQWDELOLW\�IRU�VHUYLFH�
GHOLYHU\� �0XVJUDYH� ������ ������ 2DWHV�� ������� 2Q� RQH� KDQG�� WKHUHIRUH�� WKH� DUJXPHQW� IRU�
GHFHQWUDOL]DWLRQ� LV� EDVLFDOO\� D� FDVH� IRU� JRYHUQDQFH�� RQ� WKH�RWKHU� KDQG�� WKH� DUJXPHQW� LV� IRU�
OLPLWHG�JRYHUQPHQW�LQWHUYHQWLRQ�WR�HQDEOH�SXEOLF�VHUYLFHV�DQG�FLWL]HQ�PRELOLW\�DV�D�VROXWLRQ�
IRU�LQHI¾�FLHQW�SXEOLF�JRRG�SURYLVLRQ�
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7KH� WKHRU\�RI� SXEOLF� FKRLFH� LV�ZLGHO\�XVHG� WR� MXVWLI\� ORFDO� JRYHUQPHQWV�� �7KH� WKHRU\�
SURYLGHV��WKDW��WKH��ORZHVW��OHYHO��RI�JRYHUQPHQW��SXWV��IRUWK��WKH��EHVW��GHOLYHU\��RI��VHUYLFHV��
ZKLFK��FLWL]HQV��ZLOO��KDYH��D�KLJKHU���ZLOOLQJQHVV���WR���SD\���IRU��0XVJUDYH��������7LHEHW�����������
,Q�WKH�ORFDO�JRYHUQPHQW�FRQWH[W��SXEOLF�FKRLFH�WKHRULHV�SURYLGH�PRGHOV�RI�PRELOLW\��YRWLQJ��
OREE\LQJ� DQG� EXUHDXFUDWLF� GHFLVLRQ� PDNLQJ� DV� PHFKDQLVPV� IRU� FRPSHOOLQJ� DFFRXQWDELOLW\��
*LYHQ� WKHLU� JHRJUDSKLFDO� SUR[LPLW\� ZLWK� WKH� ORFDO� PDVVHV�� VXE�QDWLRQDO� DXWKRULWLHV� DUH� LQ�
PRUH�LQWLPDWH�VRFLDO�WLHV�WR�HVWDEOLVK�DQG�HIIHFWLYHO\�UHVSRQG�WR�WKH�FRPPXQLW\�LQWHUHVWV�DQG�
SUHIHUHQFHV�ZLWKLQ�D�MXULVGLFWLRQ��/RFDO�JRYHUQPHQWV�VKRXOG�GHOLYHU�D�EXQGOH�RI�VHUYLFHV�WKDW�
PDWFK�FLWL]HQVµ�SUHIHUHQFHV�DQG� WKH� LQFLGHQFH�RI� WD[��RWKHUZLVH�FLWL]HQV� �WD[�SD\HUV��ZRXOG�
HLWKHU�PRYH�WR�DQRWKHU�MXULVGLFWLRQ�ZLWK�D�EHWWHU�EXQGOH�RI�VHUYLFHV�RU�XVH�WKH�EDOORW�ER[�WR�
VKRZ�WKHLU�GLVSOHDVXUH��2DWHV��������7LHEHW���������6RFLDO�WLHV�DQG�SUR[LPLW\�ZRXOG�DOVR�HQDEOH�
VXE�QDWLRQDO�JRYHUQPHQWV�WR�VSHQG�RQ�VHUYLFHV�WKDW�DSSHDO�WR�FLWL]HQVµ�SUHIHUHQFHV��$JUDZDO�
	�5LERW��������%DKO��������*DOODJKHU��������2DWHV��������7LHERXW���������/RFDO�JRYHUQPHQWV�
WKURXJK�GHPRFUDWLF�UHSUHVHQWDWLRQ�VWLOO�RIIHU�D�UHDOLVWLF�RSSRUWXQLW\�IRU�DFFRXQWDELOLW\�DV�SXW�
E\�%ODLU��������������

$VVXPLQJ�WKDW�D�FHQWUDO�JRYHUQPHQW�KDV�D�JHQXLQH�FRPPLWPHQW�WR�GHYROYLQJ�SRZHU��
WKH� YHU\� IDFW� WKDW� GHPRFUDWLF� GHFHQWUDOL]DWLRQ� LV� WDNLQJ� SODFH� PHDQV� PDQ\� QHZ�
FRQVWLWXHQFLHV� FDQ� JDLQ� UHSUHVHQWDWLRQ� WKURXJK� SXEOLF� RI¾�FH�� %XVLQHVVPHQ�� ORFDO�
QRWDEOHV��ODUJH�IDUPHUV��SURIHVVLRQDOV��DQGªODERU�OHDGHUV�ZLOO�TXLFNO\�¾�QG�D�SODFH�RQ�
ORFDO�FRXQFLOV��(YHQ�DW� WKLVªHOLWH� OHYHO��H[SDQGLQJ� UHSUHVHQWDWLRQ�ZLOO� LQFUHDVH� WKH�
OLNHOLKRRG�RI�SOXUDOLVP�DQG�FRPSHWLWLRQ

7KH� WKHRUHWLFDO� XQGHUSLQQLQJ� IRU�� DQG� WKH� SUDFWLFH� RI� ORFDO� JRYHUQPHQWV� FDQ� WKHUHIRUH� EH�
VXPPHG�XS�DV�EDVLFDOO\�DFFRXQWDELOLW\�EHQH¾�WV��GHULYHG�IURP�SXEOLF�SDUWLFLSDWLRQ��HI¾�FLHQF\�
LQ�GHOLYHU\�RI�ORFDO�SXEOLF�VHUYLFHV��DQG�FRQVHTXHQWO\��FLWL]HQ�WUXVW�DQG�FRQ¾�GHQFH��7KH�QH[W�
VHFWLRQ�RI�WKH�DUWLFOH�DQDO\]HV�WKH�SUDFWLFH�RI�DFFRXQWDELOLW\�ZLWKLQ�8JDQGDµV�ORFDO�JRYHUQPHQW�
V\VWHP�DQG�WKHQ�GLVFXVVHV�WKH�LPSOLFDWLRQV�WR�SXEOLF�FRQ¾�GHQFH�

$FFRXQWDELOLW\�LQ�8JDQGDµV�/RFDO�*RYHUQPHQWV��,PSOLFDWLRQV�WR�3XEOLF�&RQ¾�GHQFH

8JDQGD�MXVW�OLNH�PDQ\�RWKHU�GHYHORSLQJ�FRXQWULHV�KDV�EHHQ�JUDSSOLQJ�ZLWK�GLIIHUHQW�JRYHUQDQFH�
UHIRUPV�� 'HFHQWUDOL]DWLRQ� DV� RQH� RI� VXFK� UHIRUPV� KDV� EHHQ� GHHPHG� FHQWUDO� LQ� FUHDWLQJ� D�
FROODERUDWLYH�PHFKDQLVP�EHWZHHQ� WKH� VWDWH� DQG� WKH�FLWL]HQV� �6DLWR���������'HFHQWUDOL]DWLRQ�
LV�8JDQGDµV�JRYHUQDQFH� V\VWHP�DV� HQVKULQHG� LQ� WKH� FRXQWU\µV� FRQVWLWXWLRQ� �8JDQGD�� �������
,Q�VDPH�SXUVXLW��WKH�FRXQWU\�KDV�RQH�RI�WKH�PRVW�DPELWLRXV�DQG�IDU�UHDFKLQJ�GHFHQWUDOL]DWLRQ�
V\VWHPV�DPRQJ�GHYHORSLQJ�FRXQWULHV�LQ�WHUPV�RI�VFDOH�DQG�VFRSH��.LZDQXND��������6WHLQHU��
��������$FFRUGLQJ�WR�WKH�/RFDO�*RYHUQPHQW�$FW��8JDQGD���������WKH�REMHFWLYHV�RI�8JDQGDµV�
GHFHQWUDOL]DWLRQ�LQFOXGH��

�� 7R�WUDQVIHU�UHDO�SRZHU�WR�WKH�GLVWULFWV��LQFOXGLQJ�IXQFWLRQV��SRZHU��UHVSRQVLELOLWLHV��DQG�
VHUYLFHV�DQG�UHGXFH�WKH�ZRUNORDG�RI�JRYHUQPHQW�RI¾�FLDOV�ZRUNLQJ�LQ�FHQWUDO�JRYHUQPHQW��

�� %ULQJ� SROLWLFDO� DQG� DGPLQLVWUDWLYH� FRQWURO� RYHU� VHUYLFHV� WR� WKH� SRLQW�ZKHUH� WKH\� DUH�
DFWXDOO\�GHOLYHUHG�

�� )UHH�ORFDO�PDQDJHUV�IURP�FHQWUDO�JRYHUQPHQW�FRQVWUDLQWV�DQG�HQDEOH�WKHP�WR�GHYHORS�
HIIHFWLYH�DQG�VXVWDLQDEOH�RUJDQL]DWLRQDO�VWUXFWXUHV�WKDW�DUH�WDLORUHG�WR�ORFDO�FLUFXPVWDQFHV���



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

�� 7R� LPSURYH�¾�QDQFLDO� DFFRXQWDELOLW\�E\�HVWDEOLVKLQJ�D�FOHDU� OLQN�EHWZHHQ�SD\PHQW�RI�
WD[HV�DQG�SURYLVLRQ�RI�VHUYLFHV�DQG�WR�SURYLGH�IRU�WKH�HOHFWLRQ�RI�/RFDO�&RXQFLOV��

�� 7R�LPSURYH�WKH�FDSDFLW\�RI�ORFDO�FRXQFLOV�WR�SODQ��¾�QDQFH�DQG�PDQDJH�WKH�GHOLYHU\�RI�
VHUYLFHV�WR�WKHLU�FRQVWLWXHQWV��

,QGHHG��D� UDQJH�RI�SRZHUV�� UHVSRQVLELOLWLHV�DQG� IXQFWLRQV�KDYH�EHHQ�GHYROYHG� WR� ORFDO�
JRYHUQPHQW�XQLWV�LQ�WKH�FRXQWU\��6XFK�SRZHUV�LQFOXGH�GHFLVLRQ�PDNLQJ��UDLVLQJ�DQG�DOORFDWLQJ�
UHVRXUFHV�� GHWHUPLQLQJ� DQG� SURYLGLQJ� D� UDQJH� RI� VHUYLFHV� WR� WKH� SRSXODWLRQ�� SODQQLQJ� DQG�
EXGJHWLQJ�� ,Q� HVVHQFH�� WKHUHIRUH�� WKH� GHFHQWUDOL]DWLRQ� SROLF\�ZDV� DLPHG� DW� LPSURYLQJ� ORFDO�
GHPRFUDF\��HIIHFWLYHQHVV�DQG�HI¾�FLHQF\�DQG�DFFRXQWDELOLW\��LQ�WKH�ORFDO�SXEOLF�GHOLYHU\�DFURVV�
WKH�FRXQWU\��7R�VXSSRUW�DQG�RSHUDWLRQDOL]H�WKH�GHYROYHG�PDQGDWHV��WKH�FRXQWU\�DGRSWHG�D�¾�VFDO�
GHFHQWUDOL]DWLRQ�VWUDWHJ\��8JDQGD���������7KH�REMHFWLYH�RI�8JDQGDµV�)LVFDO�'HFHQWUDOL]DWLRQ�
6WUDWHJ\�LV�WKXV�

7R�VWUHQJWKHQ� WKH�SURFHVV�RI�GHFHQWUDOL]DWLRQ� LQ�8JDQGD� WKURXJK� LQFUHDVLQJ� ORFDO�
JRYHUQPHQWV� DXWRQRP\�� ZLGHQLQJ� ORFDO� SDUWLFLSDWLRQ� LQ� GHFLVLRQ� PDNLQJ� DQG�
VWUHDPOLQLQJ�RI�¾�VFDO�WUDQVIHU�PRGDOLWLHV�WR�ORFDO�JRYHUQPHQWV��LQ�RUGHU�WR�LQFUHDVH�
WKH�HI¾�FLHQF\�DQG�HIIHFWLYHQHVV�RI�ORFDO�JRYHUQPHQWV�WR�DFKLHYH�ª�JRDOV�ZLWKLQ�D�
WUDQVSDUHQW�DQG�DFFRXQWDEOH�IUDPHZRUN��8JDQGD�����������

,W� LV� HYLGHQW� IURP� WKH�REMHFWLYHV�RI�ERWK� WKH�FRXQWU\µV�GHFHQWUDOL]DWLRQ�SROLF\�DQG� WKH�
¾�VFDO�GHFHQWUDOL]DWLRQ�VWUDWHJ\�WKDW�WKH�FRXQWU\�KDV�D�FRPPLWPHQW�WRZDUGV�PRUH�DFFRXQWDEOH�
JRYHUQDQFH���7KLV�FRPPLWPHQW�LV�D�VWUDWHJ\�LQWHQGHG�QRW�RQO\�WR�UHGHHP�VWDWH�FUHGLELOLW\�DIWHU�
D�ORQJ�SHULRG�RI�WXUPRLO�GXH�WR�ZDUV�DQG�PDOIXQFWLRQLQJ�SXEOLF�V\VWHPV��EXW�DOVR�LQWHQGHG�WR�
ZLQ�SXEOLF�FRQ¾�GHQFH�LQ�SXEOLF�LQVWLWXWLRQV��7KLV�DUWLFOH�WKDW� WKH�DERYH�WKHRU\��UKHWRULF�DQG�
LQVWLWXWLRQDO� IUDPHZRUN� LV�RQO\�DV� IDU�DV� WKH�SROLF\� LV�FRQFHUQHG� LQ� WKH�FRXQWU\�� ,W�SUHVHQWV�
YDULRXV�VKRUWIDOOV�RI� WKH�DFFRXQWDELOLW\�V\VWHPV� LQ� ORFDO�JRYHUQPHQWV�RI�8JDQGD� WR�VXJJHVW�
WKDW� WKH� LQWHQGHG� UHVSRQVLYHQHVV� LV� VWLOO� D� GLVWDQW� UHDOLW\��7KH� DUWLFOH�Z� DOVR� LOOXVWUDWHV� WKDW�
WKH� DFFRXQWDELOLW\�¿�DZV� LQ� WKH� FRXQWU\� DUH� DOUHDG\� KDYLQJ� QHJDWLYH� LPSOLFDWLRQV� WR� SXEOLF�
SDUWLFLSDWLRQ��HURGLQJ�SXEOLF�WUXVW��DQG�H[SRVLQJ�WKH�LQVWLWXWLRQ�RI�ORFDO�JRYHUQPHQWV�ZLWKLQ�
WKH�EURDGHU�FRQWH[W�RI�GHPRFUDWLF�GH¾�FLWV��

&LWL]HQ�3DUWLFLSDWLRQ�LQ�8JDQGD�/RFDO�*RYHUQPHQWV

%\�DQG�IDU��ORFDO�JRYHUQPHQWV�LQ�8JDQGD�DUH�FUHGLWHG�IRU�FUHDWLQJ�D�FULWLFDO�PDVV�RI�FLWL]HQV��
ZKR� WRGD\� XQGHUVWDQG� DQG� DSSUHFLDWH� WKHLU� ULJKWV� DQG� REOLJDWLRQV�ZLWK� UHVSHFW� WR� WDNLQJ� D�
PRUH� DFWLYH� DQG� SDUWLFLSDWLYH� UROH� LQ� WKHLU� RZQ� JRYHUQDQFH� �.LZDQXND�� ������� &LWL]HQ�
SDUWLFLSDWLRQ�LQ�WKLV�FDVH��GHQRWHV�D�GHOLEHUDWH�SURFHVV�RI�FLWL]HQVµ�LQYROYHPHQW�LQ�D�ZLGH�UDQJH�
RI� DGPLQLVWUDWLYH�SROLF\�PDNLQJ�DFWLYLWLHV� DV� D�EDVLV�RI�RULHQWLQJ�SXEOLF� LQLWLDWLYHV� WRZDUGV�
VRFLHW\µV�QHHGV�DQG�DVSLUDWLRQV��)R[�	�0H\HU���������,QGHHG��WKHUH�DUH�LQVWLWXWLRQDO�SURYLVLRQV�
IRU�PXOWLSOH�OD\HUV�RI�SDUWLFLSDWLRQ�RI�DOO�FLWL]HQV�IURP�WKH�YLOODJHV�WR�WKH�GLVWULFW�OHYHOV��'HYDV��
�������7KHUH�LV��WKHUHIRUH��D�IDLU�OHYHO�RI�VXFFHVV��JLYHQ�WKDW�ORFDO�JRYHUQPHQWV�LQ�WKH�FRXQWU\�
ZHUH�LQWURGXFHG�WR�FUHDWH�RSSRUWXQLWLHV�IRU�SDUWLFLSDWLRQ��DQG�FRQVHTXHQWO\��DFFRXQWDELOLW\���

7KH�LQVWLWXWLRQDO�IUDPHZRUN�LQ�WKH�FRXQWU\�SURYLGHV�IRU�DI¾�UPDWLYH�DFWLRQ�DQG�SURWHFWV�
UHSUHVHQWDWLRQ�IRU�WKH�PRVW�YXOQHUDEOH�JURXSV�ZKLFK�LQFOXGH��WKH�ZRPHQ��\RXWK��DQG�WKH�SHRSOH�
OLYLQJ� ZLWK� GLVDELOLWLHV� DW� DOO� OHYHOV� �8JDQGD�� ������ 8JDQGD�� ������� 7KLV� LV� DFFRPSOLVKHG�
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E\�UHVHUYLQJ�VHDWV�DQG�TXRWD�V\VWHPV�IRU� WKRVH�JURXSV�RI�SHRSOH� �'HYDV���������*HQHUDOO\��
FLWL]HQ� SDUWLFLSDWLRQ� LQ� ORFDO� JRYHUQPHQWV� LQ� WKH� FRXQWU\� LV�PDQLIHVWHG� LQ� LGHQWLI\LQJ� ORFDO�
QHHGV�DQG�SULRULWLHV��DQG�WDNLQJ�SDUW�LQ�LQFOXGLQJ�WKHLU�ORFDO�SULRULWLHV�LQ�WKH�SDULVK��VXE�FRXQW\�
DQG�GLVWULFW�EXGJHWV��7KLV�SURFHVV�LV�QRUPDOO\�DFFRPSOLVKHG�WKURXJK�ORFDO�EXGJHW�FRQIHUHQFHV�
ZKHUH�FLWL]HQV� LQWHUIDFH�ZLWK� ORFDO�RI¾�FLDOV� WR�KDYH� WKHLU� LQSXWV� LQ� WKH�QH[W�¾�QDQFLDO�\HDUµV�
GHYHORSPHQW�DJHQGD��3DUWLFLSDWLRQ�DOVR�LQFOXGHV�HOHFWLQJ�ORFDO�OHDGHUV��DQG�FLWL]HQV�RIIHULQJ�WR�
VWDQG�LQ�ORFDO�HOHFWRUDO�SRVLWLRQV�ZLWK�D�YLHZ�RI�UHSUHVHQWLQJ�RWKHUV�SROLWLFDOO\��7KH�HOHFWRUDO�
FRPSRQHQW�LV�WKH�PRVW�YDOLG�LQGLFDWRU�RI�SROLWLFDO�GHFHQWUDOL]DWLRQ�LQ�WKH�FRXQWU\�DV�LW�WDSV�LQWR�
WKH�IXQGDPHQWDO�DVSHFWV�RI�SROLWLFDO�DXWKRULW\��(OHFWLRQV�DUH�WKH�SULPDU\�ZD\V�WKURXJK�ZKLFK�
ORFDO�LQWHUHVWV�JDLQ�DFFHVV�WR�OHJLVODWLYH�DQG�H[HFXWLYH�SRZHU��7KHQ�DZDUH�RI�WKHLU�IDWH�DW�WKH�
EDOORW�ER[�LI�WKH\�GLG�QRW�GHOLYHU�WR�WKH�YRWHUVµ�H[SHFWDWLRQV��WKH�HOHFWHG�ORFDO�RI¾�FLDOV�ZRXOG�
HIIHFWLYHO\�RYHUVHH�ORFDO�WHFKQLFDO�H[HFXWLYHV��LQFUHDVH�DZDUHQHVV�DERXW�SROLF\�SHUIRUPDQFH�RI�
ORFDO�JRYHUQPHQWV��DQG�SURPRWH�WKH�LQYROYHPHQW�RI�FLWL]HQV�LQ�ORFDO�GHFLVLRQ�PDNLQJ�EH\RQG�
HOHFWLRQV��

7KH� ORFDO� JRYHUQPHQWV� DUH� DOVR� UHTXLUHG� WR� SHULRGLFDOO\� SXEOLVK� DQG� GLVSOD\�¾�QDQFLDO�
LQIRUPDWLRQ�IRU� WKH�FRQVXPSWLRQ�RI� WKH�JHQHUDO� ORFDO�FRPPXQLW\��.DNXPED��������6WHLQHU��
�������$FFRUGLQJO\��JRYHUQPHQW�RI�UHFHQW�LQWURGXFHG�WKH�²EDUD]DV³��ZKHUH�ORFDO�FLWL]HQV�RQ�
D� WLPHO\�EDVLV�� IDFH�RII�ZLWK� ORFDO�RI¾�FLDOV� WR�JHW� IHHGEDFNV��H[SODQDWLRQV�DQG� MXVWL¾�FDWLRQV�
FRQFHUQLQJ� ORFDO� ¾�QDQFH� DOORFDWLYH� GHFLVLRQV� DQG� UHDVRQV� IRU� GH¾�FLHQF\� LQ� WKH� TXDOLW\� RI�
VHUYLFHV�GHOLYHUHG���

+RZHYHU�� LI� ORFDO� JRYHUQPHQWV� KDYH� FUHDWHG� FLWL]HQ� DZDUHQHVV� DERXW� WKHLU� ULJKWV� DQG�
REOLJDWLRQV�LQ�8JDQGD��WKH�DZDUHQHVV�LV�PRVWO\�LQ�D�QHJDWLYH�GLUHFWLRQ��7KHUH�LV�QR�HYLGHQFH�
WR�VXJJHVW�WKDW�8JDQGDµV�FRQVWLWXWLRQDO�SROLF\�IUDPHZRUNV�GR�FUHDWH�DQ\�LQFHQWLYHV�IRU�ORFDO�
JRYHUQPHQWV�WR�EH�UHVSRQVLYH�DQG�DFFRXQWDEOH�WR�WKHLU�FRQVWLWXHQWV��,QGHHG��FLWL]HQ�SDUWLFLSDWLRQ�
LQ�ORFDO�JRYHUQPHQWV�RI�8JDQGD�LV�\HW�WR�KDYH�DQ\�RXWFRPH�RQ�UHVSRQVLYHQHVV��%DKO��������
6PRNH���������3DUWLFLSDWLRQ�LQ� ORFDO�HOHFWLRQV�RU�EHLQJ�HOHFWHG�RFFXUV�RQO\�RQFH� LQ���\HDUV�
�8JDQGD���������$FFRUGLQJ�WR�H[SHULHQFH��WKLV�LV�WRR�ORQJ�D�SHULRG�IRU�HOHFWHG�RI¾�FLDOV�WR�YDOXH�
WKH�SRZHU�RI�WKH�EDOORW�ER[�LQ�UHODWLRQ�WR�WKH�ORFDO�SXEOLF�VHUYLFHV�WKH\�GHOLYHU��,Q�PDQ\�FDVHV�
LQ�WKH�FRXQWU\��ORFDO�OHDGHUV�WHQG�WR�JLYH�PRUH�OR\DOW\�WR�FHQWUDO�JRYHUQPHQW�WKDQ�WR�WKH�ORFDO�
HOHFWRUDWH��6ORZO\�EXW�VXUHO\��WKH�SHUIRUPDQFH�RI�DQ�LQFXPEHQW�ORFDO�OHDGHU�LV�QR�ORQJHU�WKH�
RQH�PRVW�LPSRUWDQW�IDFWRU�IRU�ORFDO�JRYHUQPHQW�UH�HOHFWLRQ�LQ�8JDQGD��.LZDQXND���������7R�
ZLQ�D�ORFDO�HOHFWLRQ�LQ�WKH�FRXQWU\�WRGD\��OR\DOW\�WR�FHQWUDO�JRYHUQPHQW��DQG�WKHUHIRUH�FHQWUDO�
JRYHUQPHQW� LQWHUHVWV�DQG�SULRULWLHV� LV�SROLWLFDOO\�PRUH�VWUDWHJLF� WKDQ� OR\DOW\� WR� ORFDO�FLWL]HQ�
SUHIHUHQFHV�DQG�SULRULWLHV�

$GGLWLRQDOO\��HYHQ�WKH�DFWXDO�SDUWLFLSDWLRQ�LV�IDU�OHVV�LQ�WHUPV�RI�TXDOLW\�DQG�TXDQWLW\�WKDQ�
LW�LV�SHUFHLYHG�WR�EH��9LOODJH�OHYHO�PHHWLQJV�IRU�H[DPSOH��UDUHO\�KDSSHQ��DQG�PRVWO\�EHFDXVH�RI�
WKH�ODQJXDJH�DQG�VW\OH�XVHG��EXGJHW�FRQIHUHQFHV�DUH�DOVR�LQFUHDVLQJO\�EHLQJ�DWWHQGHG�E\�ORFDO�
SXEOLF�RI¾�FLDOV�EXW�QRW�WKH�LQWHQGHG�ORFDO�FRPPXQLWLHV��'HYDV����������5HODWHGO\��SDUWLFLSDWLRQ�
LPSOLHV� HPSRZHUPHQW�� EXW� RQ� WKH� FRQWUDU\� DV�.DNXPED� ������� QRWHG�� SDUWLFLSDWLRQ� LQ� WKH�
FDVH� 8JDQGDµV� ORFDO� JRYHUQPHQWV� GRHV� QRW� JXDUDQWHH� HIIHFWLYH� HPSRZHUPHQW�� (IIHFWLYH�
HPSRZHUPHQW� UHTXLUHV� WKDW� SDUWLFLSDWLRQ� PXVW� EH� HIIHFWLYH� WR� WKH� H[WHQW� WKDW� LW� HQIRUFHV�
DFFRXQWDELOLW\��IDFLOLWDWHV�EHKDYLRXU�FKDQJHV�ZLWKLQ�JRYHUQPHQW�LQVWLWXWLRQV��DQG�FRQVHTXHQWO\�
HQKDQFHV�DFFRXQWDELOLW\�DQG�SXEOLF� WUXVW� �&URRN���������7KLV� LV�QRW� WKH�FDVH� LQ� WKH�FRQWH[W�
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RI�8JDQGDµV�ORFDO�JRYHUQPHQWV�ZKHUH�ORFDO�FLWL]HQV�ODFN�WKH�UHTXLUHG�JXLGDQFH�DQG�FDSDFLW\�
WR� XQGHUVWDQG� WKHLU� ORFDO� HFRQRPLHV� �)UDQFLV� 	� -DPHV�� ������ .L\DJD� 	� 2OXP�� ��������
&RQVHTXHQWO\��WKHLU�SDUWLFLSDWLRQ�LQ�DUHDV�OLNH�SODQQLQJ�DQG�EXGJHWLQJ�SURFHVVHV�LV�UHGXFHG�WR�
PHUH�IRUPDOLWLHV�

$GPLWWHGO\�� PHDQLQJIXO� FLWL]HQ� SDUWLFLSDWLRQ� GHSHQGV� RQ� LQIRUPDWLRQ� FRQFHUQLQJ�
XWLOL]DWLRQ�RI�ORFDO�¾�QDQFLDO�UHVRXUFHV�EHLQJ�DYDLODEOH�WR�WKHP�LQ�D�VXI¾�FLHQW��FRPSUHKHQVLEOH��
DQG� XVHU� IULHQGO\� IRUP� �.LZDQXND�� ������� ,QGHHG�� DYDLOLQJ� DGHTXDWH� LQIRUPDWLRQ� WR� WKH�
FLWL]HQV�LV�WKH�VWDUWLQJ�SRLQW�IRU�DQ\�PHDQLQJIXO�VRFLDO�DFFRXQWDELOLW\�LQLWLDWLYHV��6HUGDU��HW�DO��
�������,QIRUPDWLRQ�¿�RZ�KRZHYHU��LV�LQ�PDQ\�FDVHV�GHOLEHUDWHO\�LQDGHTXDWH�ZKLFK�IDLOV�VRFLDO�
DFFRXQWDELOLW\��*HQHUDOO\�VSHDNLQJ��WKH�W\SH�RI�LQIRUPDWLRQ�GLVSOD\HG�E\�ORFDO�JRYHUQPHQWV�
LQ�8JDQGD� LV�QRUPDOO\� WRR�EURDG�DQG� WHFKQLFDO� IRU� WKH� ORFDO�FLWL]HQV� WR�XQGHUVWDQG�DQG�XVH�
�'HYDV��������.LZDQXND���������������7KLV�LPSOLHV�WKDW�ZKHUHDV�WKH�ODQJXDJH�XVHG�IRU�VXFK�
LQIRUPDWLRQ�LV�ODUJHO\�HOLWLVW�� WKH�LQIRUPDWLRQ�LV�RIWHQ�GLVSOD\HG�LQ�DJJUHJDWHG�IRUPDW�ZKLFK�
PDNHV�LW�WRR�WHFKQLFDO�IRU�WKH�FLWL]HQV�WR�FRPSUHKHQG�DQG�OHW�DORQH�XVH��$V�D�PDWWHU�RI�IDFW��
VRPH�FLWL]HQV�DUH�OHIW�XQDZDUH�RI�WKH�VRXUFH�RI�¾�QDQFHV�IRU�ORFDO�SURJUDPPHV��6WHLQHU���������
,Q�VXFK�FLUFXPVWDQFHV��WKHUHIRUH��ZKHQ�D�VHUYLFH�LV�SURYLGHG��LW�LV�RIWHQ�XQFOHDU�WR�WKH�FLWL]HQV�
ZKHWKHU�LW�LV�¾�QDQFHG�GLUHFWO\�E\�WKH�FHQWUDO�JRYHUQPHQW��LQWHUJRYHUQPHQWDO�WUDQVIHUV��ORFDO�
WD[HV��RU�GRQRU�IXQGV��2WKHU�UXUDO�FLWL]HQV�WHQG�WR�WUHDW�WKH�SURYLVLRQ�RI�VHUYLFHV�DV�D�IDYRXU�
IURP�WKHLU�JRYHUQPHQWV�DQG�WKH\�ZLOO�QHYHU�KDYH�LQWHUHVW�LQ�NQRZLQJ��IRU�H[DPSOH��KRZ�PXFK�
PRQH\�KDV�EHHQ�XWLOL]HG�E\�WKHLU�ORFDO�OHDGHUV�IRU�D�URDG�RU�D�VFKRRO��6XFK�FLWL]HQV�ZLOO�DOZD\V�
UHPDLQ�WKDQNIXO�HYHQ�IRU�VKRGG\�ZRUN�EHFDXVH�WKH\�QHYHU�H[SHFWHG�LW�LQ�WKH�¾�UVW�SODFH��7KLV�
VWL¿�HV�WKH�HIIHFWLYH�DQG�PHDQLQJIXO�FLWL]HQVµ�SDUWLFLSDWLRQ�LQ�ORFDO�GHFLVLRQ�PDNLQJ��

$GGLWLRQDOO\��PDQ\�QDWLRQDO�ODZV�UHODWLQJ�WR�SXEOLF�¾�QDQFH��SURFXUHPHQW�DQG�WKH�HQWLUH�
ORFDO� JRYHUQPHQW� QDWLRQDO� UHJLPH� ODFNV� VHOI�HQIRUFLQJ� PHFKDQLVPV� WKDW� ZRXOG� WLH� ORFDO�
JRYHUQDQFH� GHFLVLRQV� WR� JUDVV� URRW� OLQNDJHV� �1\LULQNLQGL�� ������� ,Q� WKH� DEVHQFH� RI� VXFK�
HQIRUFHPHQW�PHFKDQLVPV��SDUWLFLSDWLRQ�LQ�ORFDO�JRYHUQPHQW�GRHV�QRW�PHDQ�LQYROYHPHQW�DQG�
FRQVWUDLQV�UHVSRQVLYHQHVV��7KHUH�LV�DOVR�HYLGHQFH�LQ�WKH�FRXQWU\�WR�VXJJHVW�WKDW�ORFDO�FLWL]HQ�
SDUWLFLSDWLRQ�LV�DOUHDG\�JHWWLQJ�IDWLJXHG��.LZDQXND��������

7KH� JURZLQJ� QHJDWLYH� FLWL]HQVµ� DWWLWXGH� WRZDUGV� SDUWLFLSDWLRQ� LV� QRW� RQO\� VXIIRFDWLQJ�
DFFRXQWDELOLW\��EXW�LV�DOUHDG\�KDYLQJ�D�QHJDWLYH�LPSDFW�RQ�SXEOLF�FRQ¾�GHQFH�ZLWK�WKH�LQVWLWXWLRQ�
RI�ORFDO�JRYHUQPHQWV�LQ�WKH�FRXQWU\��&LWL]HQV�LQFUHDVLQJO\�ODPHQW�WKDW�WKH\�DUH�PHUHO\�XVHG�
DV�²UXEEHU�VWDPSV³�WR�KHOS�ORFDO�JRYHUQPHQWV�FRPSO\�ZLWK�WKH�SDUWLFLSDWLRQ�UHTXLUHPHQWV�RI�
WKHLU� UHVSHFWLYH�JRYHUQDQFH�SROLFLHV��3HUKDSV�6PRNH������������FOHDUO\�SXW� LW�FOHDUO\�ZKHQ�
KH� ZURWH�� ²ªDOWKRXJK� 8JDQGD� KDV� FOHDUO\� PRYHG� WRZDUGV� JUHDWHU� ORFDO� SDUWLFLSDWLRQ� DQG�
GHPRFUDWLFDOO\�HOHFWHG�FRXQFLOV�� WKHUH� LV�D� ODFN�RI�H[SOLFLW� OLQNDJH�EHWZHHQ�GHYHORSPHQW�RI�
ORFDO�DGPLQLVWUDWLRQ�DQG�WKH�GHYHORSPHQW�RI�ORFDO�GHPRFUDF\³��7KH�UHVXOWDQW�GHFOLQLQJ�FLWL]HQ�
FRQ¾�GHQFH� LV�QRZ�HYLGHQW�FRXQWU\�ZLGH�ZKLFK� LV�SDUWO\� UHVSRQVLEOH� IRU� WKH� ODFN�RI� LQWHUHVW�
LQ�SDUWLFLSDWLRQ�LQ�ORFDO�JRYHUQDQFH��$GPLQLVWUDWLYHO\��SDUWLFLSDWLRQ�IDWLJXH�DQG�WKH�UHVXOWDQW�
GHFOLQLQJ�FRQ¾�GHQFH�OHYHOV�DUH�PDQLIHVWHG�LQ�FLWL]HQVµ�KLJK�QRQ�DWWHQGDQFH�UDWHV�RI�SODQQLQJ�
DQG� EXGJHWLQJ� PHHWLQJV� DW� YDULRXV� OHYHOV� RI� ORFDO� JRYHUQPHQWV� �'HYDV�� ������ .LZDQXND��
�������2Q� WKH�3ROLWLFDO� VLGH�� FLWL]HQVµ� ORZ�FRQ¾�GHQFH� LQ� ORFDO�JRYHUQPHQWV� LQ�8JDQGD�� DUH�
PDQLIHVWHG�LQ�ORZ�YRWHU�WXUQ�RXW�GXULQJ�ORFDO�HOHFWLRQV��,Q�IDFW��WKHUH�LV�DOVR�D�GHYHORSLQJ�WUHQG�
ZKHUH�D�QXPEHU�RI�FLWL]HQV�ZKR�ZRXOG�RWKHUZLVH�EH�LGHDO�FDQGLGDWHV�KDYH�VWDUWHG�VKXQQLQJ�
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ORFDO�HOHFWLYH�SRVLWLRQV�DQG�ZLWKGUDZLQJ�WKHLU�FDQGLGDWXUHV�WKHUHE\�OHDYLQJ�ORFDO�OHDGHUVKLS�
IRU�PRVWO\�WKH�\RXQJ�DQG�LQ�H[SHULHQFHG�VHOI��VHHNHUV��

(YHQ�ZLWK� WKH�UHFHQW�JURZWK�RI�FLYLO�VRFLHW\�DQG�WKH�DGYDQFHPHQW�RI�FRPPXQLFDWLRQV�
PHGLD�WKDW�KDYH�KDG�VRPH�SRVLWLYH�LPSDFW�RQ�WUDQVSDUHQF\�LQ�ORFDO�SXEOLF�GHFLVLRQ�PDNLQJ��
JHQHUDOO\�FLYLO�VRFLHW\�LQ�8JDQGD�LV�VWLOO�QRW�HIIHFWLYHO\�LQYROYHG�LQ�ORFDO�JRYHUQDQFH��.LZDQXND��
������6PRNH���������&LYLO�VRFLHW\�LQ�WKH�FRQWH[W�RI�ORFDO�JRYHUQPHQWV�LQ�8JDQGD�LPSOLHV��EXW�
LV�QRW�OLPLWHG�WR��WKH�1*2V��WKH�FKXUFKHV��VRFLDO�RSLQLRQ�JURXSV��WKH�PHGLD��DQG�WKH�SROLWLFDO�
SDUWLHV��7KH�DUJXPHQW�LV�WKDW�FLYLO�VRFLHW\�LV�VWLOO�LQWHUQDOO\�ZHDN�DQG�KHQFH�ODFNV�WKH�G\QDPLVP�
WR�EH�DEOH�WR�HIIHFWLYHO\�HQJDJH�LQ�ORFDO�JRYHUQPHQW�GHFLVLRQ�PDNLQJ���

/RFDO�3XEOLF�6HUYLFHV�'HOLYHU\

7KH�PLVPDWFK�EHWZHHQ�WKH�ORFDO�SXEOLF�JRRGV�DQG�WKH�FLWL]HQVµ�SUHIHUHQFHV�LV��DUJXDEO\��WKH�
PRVW�YLYLG� LOOXVWUDWLRQ�RI� WKH�DFFRXQWDELOLW\�¿�DZV� UHPLQLVFHQW�RI�GHPRFUDWLF�GH¾�FLWV� LQ� WKH�
LQVWLWXWLRQ�RI�ORFDO�JRYHUQPHQW�LQ�8JDQGD���7KH�WKHRUHWLFDO�XQGHUSLQQLQJ�IRU�ORFDO�JRYHUQPHQWV�
DQDO\VHG�HDUOLHU�LQ�WKH�DUWLFOH��ZDV�WKDW�ORFDO�JRYHUQPHQWV�DUH�EHWWHU�SODFHG�WR�EH�PRUH�VHQVLWLYH�
WR�YDULDWLRQV� LQ� ORFDO�UHTXLUHPHQWV�DQG�KHQFH�UHVSRQVLYH� WR�IHHGEDFNV�IURP�ORFDO�HQG�XVHUV�
�%DKO��������*LOODQJHU����������7KH�LPSOLFDWLRQ�ZDV�WKDW�QRW�RQO\�FLWL]HQVµ�SUHIHUHQFHV�ZRXOG�
EH�UH¿�HFWHG�LQ�WKH�VHUYLFHV��EXW�DOVR�FLWL]HQV�ZRXOG�HQMR\�WKH�EHQH¾�WV�IURP�D�YDULHW\�RI�FKRLFHV��
+RZHYHU��WKH�QDWXUH�RI�ORFDO�SXEOLF�VHUYLFHV�LQ�8JDQGD�KDV�H[SRVHG�WKH�DERYH�FODLPV�WR�EH�
PHUH�UKHWRULF�DQG�V\PEROLF�SROLWLFV��

7KHUH�LV�D�WUHQG�WKDW�KDV�GHYHORSHG�ZKHUH�ORFDO�JRYHUQPHQW�SUDFWLFH�DSSDUHQWO\�IDOOV�IDU�
WRR�VKRUW�RI�SROLF\�REMHFWLYHV� LQ�FRXQWULHV� OLNH�8JDQGD��0DQ\�RI� WKH�RXWSXWV�IURP�SHRSOHµV�
SDUWLFLSDWLRQ��IRU�H[DPSOH��DUH�RIWHQ�QHYHU�LPSOHPHQWHG���:KHUH�VXFK�RXWSXWV�DUH�LPSOHPHQWHG��
WKH�¾�QDO�JRRGV�DQG�VHUYLFHV�SURYLGHG�DOZD\V�EHDU�RQO\�WKH�VOLJKWHVW�UH¿�HFWLRQ�RI�WKH�FLWL]HQVµ�
SUHIHUHQFHV��$QDO\VLQJ�WKH�LPSOLFDWLRQV�RI�DFFRXQWDELOLW\�GH¾�FLWV�DQG�SXEOLF�WUXVW���*RORRED�
�������QRWHG�WKDW�DOPRVW�DOO�WKH�HDUOLHU�DSSODXVH�KHDSHG�RQ�WKH�ORFDO�JRYHUQPHQW�LQVWLWXWLRQ�LQ�
LWV�MXYHQLOH�GD\V�LQ�8JDQGD�LV�EHLQJ�ZDWHUHG�GRZQ��E\�WKH�QDWXUH�RI�VRFLDO�VHUYLFH�GHOLYHULHV�
ZKLFK�DUH�GHWDFKHG�IURP�FLWL]HQVµ�LQWHUHVWV�DQG�SUHIHUHQFHV��6XFK�DQG�PRUH��DFFRUGLQJ�WR�KLP��
ZHUH�HDUO\�ZDUQLQJ�VLJQDOV�RI�DWURSK\�DQG�SRVVLEOH�WHUPLQDO�GHFOLQH�RI�WKH�ORFDO�JRYHUQPHQW�
LQVWLWXWLRQ�LQ�8JDQGD��6LPLODUO\��DV�SXW�E\�*UHHQ������������²ªGHVSLWH�PHDVXULQJ�IDYRXUDEO\�
DJDLQVW� WKH� DXWRFUDWLF� ORFDO� JRYHUQPHQW� V\VWHP�XQGHU�2ERWH� DQG�$PLQ�� LW� LV� FOHDU� WKDW� WKH�
ORFDOªV\VWHP�KDV�IDLOHG�WR�OLYH�XS�WR�LWV�SUHOLPLQDU\�H[SHFWDWLRQV³�7R�WKLV�HIIHFW��*UHHQ�LPSOLHG�
WKDW�WKH�LQDGHTXDWH�VHUYLFH�GHOLYHU\�OHYHOV�E\�WKH�ORFDO�JRYHUQPHQW�LQVWLWXWLRQ�LQ�WKH�FRXQWU\��
DUH�QRW�DQ\�EHWWHU�WKDQ�WKH�ZRUVW�DXWRFUDWLF�UHJLPHV�LQ�WKH�FRXQWU\µV�KLVWRU\��$FFRUGLQJO\��ORFDO�
FLWL]HQV�FRQWLQXH�SD\LQJ�WKHLU�WD[HV�SULPDULO\�QRW�EHFDXVH�RI�LPSURYHG�VHUYLFHV�RU�WUXVW�LQ�WKH�
ORFDO�LQVWLWXWLRQV��EXW�RXW�RI�KDUDVVPHQW�E\�WKH�DJJUHVVLYH�ORFDO�HQIRUFHPHQW�V\VWHPV��

7KH�LQFUHDVLQJ�SXEOLF�VFDQGDOV�LQ�WKH�ORFDO�JRYHUQPHQW�LQVWLWXWLRQV�DUH�LQGLFDWRUV�RI�KLJK�
SUHYDOHQFH�RI�FRUUXSWLRQ�WHQGHQFLHV��/RFDO�JRYHUQPHQW�KDV�EHHQ�ZLGHO\�UHSRUWHG�DPRQJ�WKH�
PRVW�FRUUXSW�SXEOLF�LQVWLWXWLRQ�LQ�WKH�FRXQWU\��%LWDUDEHKR��������,R*��������6VHPXMMX���������
&RUUXSWLRQ�KDV�EHFRPH�VR�HQGHPLF�LQ�8JDQGD�WKDW�LW�DSSHDUV�WR�EH�DQ�DFFHSWHG�ZD\�RI�OLIH��
7KH�PRVW�FRPPRQ�IRUPV�RI�FRUUXSWLRQ�LQ�8JDQGDµV�ORFDO�JRYHUQPHQW�V\VWHP�LQFOXGH��DEXVH�
RI� RI¾�FH�XVLQJ�EULEHU\� DQG� H[WRUWLRQ�� IUDXG� DQG� HPEH]]OHPHQW��PLVDSSURSULDWLRQ�RI� SXEOLF�
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IXQGV�DQG�DVVHWV��EUHDFKLQJ�SURFXUHPHQW�SURFHGXUHV��SD\LQJ�IRU�JRRGV�VHUYLFHV�QRW�GHOLYHUHG��
SD\LQJ�VDODULHV�WR�QRQ�H[LVWHQW�ZRUNHUV�FRPPRQO\�NQRZQ�DV�²JKRVW�ZRUNHUV³��DQG�QHSRWLVP�
DQG�IDYRULWLVP��%LWDUDEHKR��������,R*���������&RUUXSWLRQ�KDV�DOUHDG\�UHVXOWHG�LQWR�DOORFDWLYH�
LQHI¾�FLHQF\� LQ� ORFDO�JRYHUQPHQWV�ZKHUH�SXEOLF�SULRULWLHV� DUH� VNHZHG� LQ� IDYRXU�RI�SHUVRQDO�
EHQH¾�WV��32/<7(.1,67���������&RQWUDFWV� WR�FRQVWUXFW�FODVVURRPV�DQG�URDGV�IRU�H[DPSOH��
DUH�DZDUGHG�WR�WKH�FDPSDLJQ�PDQDJHUV�RI�ORFDO�SROLWLFDO�RI¾�FLDOV��ZKR�ZRXOG�RIWHQWLPHV�XVH�
VXE�VWDQGDUG�PDWHULDOV�WR�VDYH�HQRXJK�PRQH\�IRU�WKHPVHOYHV�DQG�WR�SD\�EULEHV���

7R�WKLV�H[WHQW��WKHUHIRUH��FRUUXSWLRQ�KDV�XQGHUPLQHG�GHPRFUDF\�DV�WKH�ZLOO�RI�WKH�FLWL]HQV�
KDV�EHHQ�HURGHG�WKRXJK�UHQW�VHHNLQJ��UHWDLO�SROLWLFV�DQG�SHUVRQDOL]HG�PDWHULDO�SROLWLFV��,Q�WKH�
¾�QDO�DQDO\VLV��FRUUXSWLRQ�KDV�OHG�WR�ORVV�RI�OHJLWLPDF\��VHQVLWLYLW\�DQG�SXEOLF�WUXVW�ZKLFK�KDV��
LQ�VRPH�LQVWDQFHV��PDGH�FLWL]HQV�UHVRUW�WR�YLROHQFH�DQG�PRE�MXVWLFH��7KH�SULQW�DQG�HOHFWURQLF�
PHGLD�LQ�WKH�FRXQWU\�DUH�DZDVK�ZLWK�YDULRXV�LQFLGHQFHV�RI�FLWL]HQ�GHPRQVWUDWLRQV�DJDLQVW�ORFDO�
WD[HV�EHFDXVH�RI�SRRU�ORFDO�VHUYLFHV�

&RQFOXVLRQ

7KLV� DUWLFOH� KDV� LOOXVWUDWHG� WKDW� GHPRFUDWLF� JRYHUQDQFH� LQ� JHQHUDO� DQG� DFFRXQWDELOLW\� LQ�
SDUWLFXODU�� KDYH� EHHQ� JLYHQ� PRUH� LPSHWXV� LQ� WKH� ZDNH� RI� PRUH� H[SHFWDQW� FLWL]HQV� ZLWKLQ�
GHYHORSLQJ� FRXQWULHV� OLNH� 8JDQGD�� 7KH� DUWLFOH� KDV� DQDO\VHG� SUDFWLFHV� DQG� H[SHULHQFHV�
VXJJHVWLQJ�WKDW�SXEOLF�FRQ¾�GHQFH�LQ�WKH�LQVWLWXWLRQ�RI�ORFDO�JRYHUQPHQWV�LQ�8JDQGD�LV�RQ�WKH�
GRZQ�ZDUG�WUHQG��7KLV�LV�SDUWO\�VR��JLYHQ�WKH�YDULRXV�LQKHUHQW�GHPRFUDWLF�GH¾�FLWV�GLVFXVVHG�
ZLWK�UHVSHFW�WR�DFFRXQWDELOLW\�GH¾�FLHQF\�LQ�WKH�FRXQWU\µV�ORFDO�JRYHUQPHQWV���7KH�ZLGHQLQJ�
JDS�EHWZHHQ�FLWL]HQVµ�SUHIHUHQFHV�DQG�VHUYLFHV�GHOLYHUHG��WKH�ELJ�VRFLDO�VHUYLFH�EDFNORJV��WKH�
PRFNHU\�RI�FLWL]HQVµ�SDUWLFLSDWLRQ�DQG�KLJK�OHYHOV�RI�FRUUXSWLRQ�DUH�DOUHDG\�KDYLQJ�D�ELJ�WROO�
RQ�FLWL]HQVµ�WUXVW�DQG�HURGLQJ�SXEOLF�FRQ¾�GHQFH�LQ�WKH�ORFDO�JRYHUQPHQW�LQVWLWXWLRQ��7KHUH�LV��
WKHUHIRUH��VWLOO�D�ORW�WR�EH�GRQH�E\�JRYHUQPHQWV�WR�GLIIXVH�WKH�GHPRFUDWLF�GH¾�FLWV�DQG�FHPHQW�
DFFRXQWDEOH�JRYHUQDQFH�

*RYHUQPHQW� RI� 8JDQGD� VKRXOG� GHPRQVWUDWH� FRPPLWPHQW� WR� VRFLDO� DFFRXQWDELOLW\� E\�
VWUHQJWKHQLQJ�WKH�FLWL]HQVµ�YRLFH�DQG�HQDEOLQJ�WKH�HQJDJHPHQW�RI�QRQ�VWDWH�DFWRUV�DORQJVLGH�
IRUPDO�JRYHUQPHQW�V\VWHPV��2QH�WKH�KDQG��ORFDO�JRYHUQPHQW�V\VWHPV�VKRXOG�EH�VWUHQJWKHQHG�
WR� VXSSRUW� PHDQLQJIXO� FLWL]HQVµ� SDUWLFLSDWLRQ�� DQG�� RQ� WKH� RWKHU� KDQG�� FHQWUDO� JRYHUQPHQW�
VKRXOG�HPSRZHU�FLYLO�VRFLHW\�RUJDQL]DWLRQ�WR�SOD\�D�PRUH�SDUWLFLSDWRU\�DQG�LQIRUPDWLYH�UROH�
LQ�WKH�ORFDO�JRYHUQDQFH�DUHQD��0RUH�LQFRUSRUDWLRQ�RI�FLYLF�RUJDQL]DWLRQV��IRU�H[DPSOH��PD\�
SURYLGH�FLWL]HQV�ZLWK�WKH�QHFHVVDU\�LQSXWV�WR�MXGJH�WKH�SHUIRUPDQFH�RI�WKHLU�ORFDO�JRYHUQPHQWV�
DV�ZHOO�DV�WKH�PHDQV�WR�HQIRUFH�WKHLU�ZLOO�

7KHUH� LV�DOVR�D�QHHG� WR�HQVXUH� WKDW�SXEOLF�ERGLHV�DQG�SURYLGHUV�RI�SXEOLF� VHUYLFHV�DUH�
WKHPVHOYHV� DFFRXQWDEOH� WR� WKH� FLWL]HQV�� 3XEOLF� LQVWLWXWLRQV� VKRXOG� LQ� SDUWLFXODU�� RSHUDWH�
ZLWKLQ�FRPSOH[�FROODERUDWLYH��SOXUDOLVWLF��DQG�PXOWL�RUJDQL]DWLRQDO�DUUDQJHPHQWV�RI�DOO�DFWRUV�
�0F*XLUH�� �������7KLV� VKRXOG�EH� VR�� JLYHQ� WKDW� HYHQ� LQ� FRQWH[WV�ZKHUH�JRYHUQPHQW� LV� QRW�
D�PDMRU�SOD\HU��RU�LV�QRW�DQ�DFWRU�DW�DOO��LW�LV�XOWLPDWHO\�KHOG�DFFRXQWDEOH�IRU�WKH�VDWLVIDFWRU\�
GHOLYHU\� RI� SXEOLF� JRRGV� DQG� VHUYLFHV��$Q\� GH¾�FLHQFLHV� LQ� WKH� GHOLYHU\� RI� D� YLWDO� VHUYLFH�
ZKHWKHU�GLUHFWO\�E\�VWDWH�RUJDQV�RU�E\�D�SULYDWH�DJHQW�RI�WKH�VWDWH��SXEOLF�FRQ¾�GHQFH�LV�DOZD\V�
DW�VWDNH��/\QQ��������2VERUQH���������3XEOLF�LQVWLWXWLRQV�QHHG�WR�EH�VR�FDUHIXO�DQG�FRQVFLRXV�
DV�WR�VHOHFW�DQG�DGRSW�EXVLQHVV�OLNH�DSSURDFKHV�WR�JRYHUQDQFH�ZKLFK�DUH�FXVWRPHU�FHQWHUHG��
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