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'HFHPEHU��������
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2UJDQL]DWLRQDO�5RXWLQHV��7KH�&DVH�IRU�&RQQHFWLRQV
$EVWUDFW

2UJDQL]DWLRQDO�URXWLQHV�DUH�LQFUHDVLQJO\�LGHQWLILHG�DV�DQ�DVSHFW�RI�RUJDQL]DWLRQV�WKDW�
DOORZV�WKHP�WR�DFKLHYH�WKH�EDODQFH�EHWZHHQ�DGDSWDELOLW\�DQG�VWDELOLW\���:H�FRQWULEXWH�WR�WKLV�
GLVFXVVLRQ�E\�VKRZLQJ�WKDW�WKH�FRQQHFWLRQV�WKDW�RUJDQL]DWLRQDO�URXWLQHV�PD NH�EHWZHHQ�SHRSOH�
FRQWULEXWH�WR�ERWK�VWDELOLW\�DQG�WKH�DELOLW\�WR�DGDSW���:H�DUJXH�WKDW�WKH�FRQQHFWLRQV�EHWZHHQ�
SHRSOH�WKDW�DUH�IRUPHG�DV�WKH\�HQJDJH�WRJHWKHU�LQ�RUJDQL]DWLRQDO�URXWLQHV�DUH�LPSRUWD QW�IRU�
GHYHORSLQJ�XQGHUVWDQGLQJV�DERXW�ERWK�ZKDW�QHHGV�WR�EH�GRQH�LQ�D�VSHFLILF�LQV WDQFH�RI�SHUIRUPLQJ�
D�URXWLQH�DQG�DERXW�WKH�JRDOV�RI�WKH�RUJDQL]DWLRQ�WKDW�URXWLQHV�SUHVXPDEO\�KHOSV�DFFRPSOLVK���
7RJHWKHU�WKH�WZR�VHWV�RI�XQGHUVWDQGLQJV�LQIOXHQFH�RUJDQL]DW LRQDO�SHUIRUPDQFH�E\�DIIHFWLQJ�WKH�
DELOLW\�RI�RUJDQL]DWLRQV WR�DGDSW�WR�FKDQJLQJ�FLUFXPVWDQFHV���7KHVH�DUJXPHQWV�OHDG�WR�D�JHQHUDO�
UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�WR�RUJDQL]DWLRQV�RI�FRQQHFWLRQV�DQG�WKH�VXJJHVWLRQ�WKDW�WKH�
FRQQHFWLRQV��WKHPVHOYHV��PD\�EH�DQ�LPSRUWDQW�RXWFRPH�RI�RUJDQL]DWLRQDO�URXWLQHV��



,QWURGXFWLRQ
2UJDQL]DWLRQV�FRQVLVW�RI�SHRSOH�SURGXFLQJ�VRPH�IRUP�RI�FRPPRQ�ZRUN�� 0XFK�RI�

RUJDQL]DWLRQ�WKHRU\�KDV�EHHQ�FRQFHUQHG�ZLWK�KRZ�WR�FRRUGLQDWH�WKH�DFWLYLWLHV�RI�SHRSOH�LQ�
RUJDQL]DWLRQV��0DUFK�DQG�6LPRQ��������6WLQFKFRPEH��������������7 KRPSVRQ���������
2UJDQL]DWLRQDO�URXWLQHV�DUH�RQH�IRUP�RI�FRRUGLQDWLRQ�RIWHQ�XVHG�LQ�RUJDQL]DW LRQV��&\HUW�DQG�
0DUFK��������0DUFK�DQG�6LPRQ��������1HOVRQ�DQG�:LQWHU��������6LPRQ��6PLWKEXUJ�DQG�
7KRPSVRQ����������

&KDQJH�LV�DQRWKHU�FRQFHUQ�RI�RUJDQL]DWLRQ�VFKRODUV�WKDW�KDV�LQFUHDVLQJ�LPSRUWDQFH�
�3HUURZ��������:HLFN�DQG�4XLQQ����������1HZ�WHFKQRORJL HV�DQG�DQ�LQFUHDVLQJO\�JOREDO�HFRQRP\�
KDYH�UHVXOWHG�LQ�DQ�HUD�RI�UDSLG�FKDQJH�DQG�D�GHPDQG�IRU�KLJK�TXDOLW\�SHUIRUPDQFH�XQGHU�
YDULDEOH�FLUFXPVWDQFHV���2UJDQL]DWLRQV PXVW�EH�DEOH�QRW�RQO\�WR�FRRUGLQDWH�WKHLU�DFWLYLWLHV�EXW�
DOVR�WR�DGDSW�WKHVH�DFWLYLWLHV���2IWHQ�VXFK�DGDSWDWLRQ�PXVW�WDNH�SODFH�RQ�WKH�VSRW��+XWFKLQV��������
2UU��������:HLFN�DQG�5REHUWV��������

2UJDQL]DWLRQDO�URXWLQHV�KDYH�D�SDUDGR[LFD O�TXDOLW\�ZKHQ�LW�FRPHV�WR�FKDQJH���6RPH�
VFKRODUV�KDYH�QRWHG�WKHLU�FRQWULEXWLRQ�WR�RUJDQL]DWLRQDO�VWDELOLW\��&\HUW� DQG�0DUFK��������
+DQQDQ�DQG�)UHHPDQ��������.HUU�DQG�6ORFXP��������1HOVRQ�DQG�:LQWHU��������6LPRQ���������
)RFXVLQJ�RQ�WKLV�DVSHFW�RI�URXWLQHV�KDV�OHG�WR�FKDUDFWHUL]LQJ�URXWLQHV�DV�PHFKDQLFDO�DQG�WR�
OLNHQLQJ�WKHP�WR�FRPSXWHU�SURJUDPV��&RKHQ��%XUNKDUW��'RVL�� (JLGL��0DUHQJR��:DUJOLHQ�DQG�
:LQWHU�������&\HUW�DQG�0DUFK��������0DUFK�DQG�6LPRQ��������1HOVRQ�DQG�:LQWHU��������
6WLQFKFRPEH���������6RPH�RI�WKH�VFKRODUV�ZKR�OLN HQ�URXWLQHV�WR�FRPSXWHU�SURJUDPV��KRZHYHU��
KDYH�DOVR�QRWHG�WKDW�RUJDQL]DWLRQDO�URXWLQHV�DGDSW�R U�PXWDWH��&RKHQ�DQG�%DFGD\DQ��������&\HUW�
DQG�0DUFK��������1HOVRQ�DQG�:LQWHU���������$QG�DQ�LQFUHDVLQJ�ERG\�RI�REVHUYDWLRQV�DQG�WKHRU\�
KDV�VKRZQ�WKDW�RUJDQL]DWLRQDO�URXWLQHV�DUH�DQ�LPSRUWDQW�SDUW�RI�RUJDQL]DWLRQDO�IOH[LELOLW\�DQG�
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FKDQJH��$GOHU��0DQGHOEDXP� 1JX\HQ�DQG�6FKZHUHH��������$GOHU��*ROGDIWDV�DQG�/HYLQH��������
)HOGPDQ��������)HOGPDQ�DQG�3HQWODQG��������+XWFKLQV��������������0LQHU��������1DGX]]R��
5RFFR�DQG�:DUJOLHQ��������3HQWODQG�DQG�5HXWHU����������7KXV��RUJDQL]DWLRQDO�URXWLQHV�DSSHDU�WR�
EH�LQYROYHG LQ�ERWK�WKH�VWDELOLW\�LQWULQVLF�WR�FRRUGLQDWLRQ�DQG�WR�WKH�DGDSWDELOLW\� LQWULQVLF�WR�
FKDQJH��&RKHQ�DQG�%DFGD\DQ��������&RKHQ�HW�DO���������)HOGPDQ�DQG�3HQWODQG� ������0LQHU��
������1DGX]]R�HW�DO���������

/LWWOH�ZRUN��KRZHYHU��LGHQWLILHV�WKH�PHFKDQLVPV�WKDW DOORZ�RUJDQL]DWLRQDO�URXWLQHV�WR�
FRQWULEXWH�WR�ERWK�VWDELOLW\�DQG�FKDQJH��)HOGPDQ�DQG�3HQWODQG����������,Q�WKLV�SD SHU�ZH�VXJJHVW�
WKDW�WKH�FRQQHFWLRQV�WKDW�RUJDQL]DWLRQDO�URXWLQHV�PDNH�EHWZHHQ�LQGLYLGXDOV�FRQVWLWXWH�RQH�RI�
WKHVH�PHFKDQLVPV���:H�DUJXH�WKDW� WKHVH�FRQQHFWLRQV�HQDEOH�WKH�SHRSOH�ZKR�SHUIRUP�
RUJDQL]DWLRQDO�WDVNV�WR�GHYHORS�VKDUHG�XQGHUVWDQGLQJV�DERXW�ZKDW�DFWLRQV�ZLOO�EH�WDNHQ�LQ�D�
VSHFLILF�URXWLQH�DQG�KRZ�WKHVH�DFWLRQV�UHODWH�WR�D�ODUJHU�RUJDQL]DWLRQDO�SLFWXUH����7KHVH�VKDUHG�
XQGHUVWDQGLQJV�KHOS RUJDQL]DWLRQV�WR�PDLQWDLQ�D�SDWWHUQ�RI�EHKDYLRU�WKDW�FRRUGLQDWHV�WKH�DFWLRQV�
RI�LQGLYLGXDOV�ZKLOH�DOVR�DGDSWLQJ�WR�YDULDWLRQV�LQ�WKH�LQWHUQDO�DQG�H[WHUQDO�HQYLU RQPHQW�� )LJXUH�
��RYHUYLHZV�WKLV�DUJXPHQW�

,QVHUW�)LJXUH���+HUH
:H�FRQWLQXH�WKLV�LQWURGXFWLRQ�E\�GHILQLQJ�DQG�GLVFXVVLQJ�WKH�WZR�PDMRU�FRQFHSWV�WKDW�RXU�

DUJXPHQW�UHVWV�RQ��RUJDQL]DWLRQDO�URXWLQHV�DQG�FRQQHFWLRQV���:H�WKHQ�GLVFXVV�KRZ�URXWLQHV�PDNH�
FRQQHFWLRQV���,Q�D�WKLUG�VHFWLRQ�ZH�GLVFXVV�KRZ�FRQQHFWLRQV�FUHDWH�VKDUHG�XQGHUVWDQGLQJV���,Q�WKH�
IRXUWK�VHFWLRQ�ZH�GLVFXVV�KRZ�VKDUHG�XQGHUVWDQGLQJV�FRQWULEXWH�WR�DGDS WDELOLW\�DV�ZHOO�DV�WR�
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VWDELOLW\��:H�ILQLVK�ZLWK�D�GLVFXVVLRQ�RI�WKH�LPSOLFDWLRQV�UDLVHG�E\ RXU�SHUVSHFWLYH��LQ�SDUWLFXODU��
WKH�LPSOLFDWLRQV�IRU�WKH�ZD\V�WKDW�ZH�VWXG\�DQG�HYDOXDWH�URXWL QHV��
'HILQLQJ�7HUPV��5RXWLQHV�DQG�&RQQHFWLRQV�

6FKRODUV�VWXG\LQJ�RUJDQL]DWLRQDO�URXWLQHV�KDYH�DGYDQFHG�PDQ\�ZD\V�RI�WKLQNLQJ�DERXW�
WKHP���0DUFK�DQG�6LPRQ��������KDYH�OLNHQHG�RUJDQL]DWLRQDO�URXWLQHV�WR�FRPSXWHU�SURJUDPV�DQG�
VXESURJUDPV��&\HUW�DQG�0DUFK��������KDYH�VKRZQ�WKDW�WKH\�DUH�EDVLF�HOHPHQWV�RI�RUJDQL]DWLRQDO�
GHFLVLRQ�PDNLQJ���1HOVRQ�DQG�:LQWHU��������GHVFULEH�URXWLQHV�DV�WKH�VNLOOV�DQG�FDSDELOLWLHV�RI�
RUJDQL]DWLRQV��DV�WUXFHV�DPRQJ�RUJDQL]DWLRQDO�PHPEHUV�D QG�DV�WKH�JHQHWLF�PDWHULDO�RI�
RUJDQL]DWLRQV� 3HQWODQG�DQG�5XHWHU��������KDYH�OLNHQHG�RUJDQL]DWLRQDO�URXWLQH�WR�D�JUDPPDU�RI�
RUJDQL]LQJ���&RKHQ�HW�DO��������������KDYH�GHILQHG�DQ�RUJDQL]DWLRQDO�URXWLQH�DV�³ DQ�H[HFXWDEOH�
FDSDELOLW\�IRU�UHSHDWHG�SHUIRUPDQFH�LQ�VRPH�FRQWH[W�WKDW�KDV�EHHQ�OHDUQHG�E\�DQ� RUJDQL]DWLRQ�LQ�
UHVSRQVH�WR�VHOHFWLYH�SUHVVXUHV´���$�FRPPRQ�WKUHDG�WKURXJKRXW�WKHVH�FRQFHSWXDOL]DWLRQV�LV�WKH�
YLHZ�RI�RUJDQL]DWLRQDO�URXWLQHV�DV�UHFXUULQJ�SDWWHUQV�RI�EHKDYLRU�RI�PXOWLSOH�RUJDQL]DWLRQDO�
PHPEHUV�LQYROYHG�LQ�SHUIRUPLQJ�RUJDQL]DWLRQDO�WDVNV�� 7KLV�LV�ZKDW�ZH�WDNH�WR�EH�RXU�GHILQLWLRQ�
RI�RUJDQL]DWLRQDO�URXWLQH��%HFDXVH�± DV�WKLV�GHILQLWLRQ�LPSOLHV��� RUJDQL]DWLRQDO�URXWLQHV�LQYROYH�
PRUH�WKDQ�RQH�SHUVRQ LQ�PRUH�WKDQ�RQH�LQWHUDFWLRQ�WKH\�FUHDWH�WKH�RSSRUWXQLW\�IRU�FRQQHFWLRQV�
EHWZHHQ�SHRSOH� DV�H[SODLQHG�EHORZ�

&RQQHFWLRQ�LV�DQRWKHU�WHUP�ZLWK�D�ULFK�KLVWRU\��&RQQHFWLRQV�KDYH�EHHQ�YLHZHG�DV�
HOHPHQWV�RI�FRPPXQLFDWLRQ�QHWZRUNV��%DUOH\��������%UDVV��������*UDQRYHWWHU��������������
,EDUUD��������6SURXOO�DQG�.LHVOHU��������8]]L���������DQG�KDYH�EHHQ�LGHQ WLILHG�WR�EH�SURGXFWV�RI�
SK\VLFDO�FORVHQHVV�RU�SURSLQTXLW\��%DUQOXQG�DQG�+DUODQG��������)HVWLQJHU��6FKDFWHU�DQG�%DFN��
������*XOODKRUQ��������1HZFRPE���������7ZR�NH\�RXWFRPHV�RI�FRQQHFWLRQV�DUH�VRFLDO�VXSSRUW�
�:HOOPDQ�DQG�)UDQN��������DQG�LQIRUPDWLRQ�WUDQVI HU��0RQJH�DQG�&RQWUDFWRU���������WR�WKH�SRLQW�
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WKDW�FRQQHFWLRQ�WR�RWKHU�SHRSOH�KDV�EHHQ�DUJXHG�WR�EH�D�VWURQJ�DQG�EDVLF�KXPDQ�PRWLYDWRU�
�5RQHQ��������0DVORZ��������%DXPHLVWHU�DQG�/HDU\���������7KH�XQGHUO\LQJ�PHVVDJH�RI�
DYDLODEOH�DQDO\VHV�LV�WKDW�FRQQHFWLRQV DUH�EDVHG�RQ�LQWHUSHUVRQDO�LQWHUDFWLRQV�WKDW�WDNH�SODFH�LQ�
WKH�FRQWH[W�RI�D�WHPSRUDOO\�VWDEOH�DQG�HQGXULQJ�IUDPHZRUN ��7KXV��ZH�GHILQH�FRQQHFWLRQV�DV�
LQWHUDFWLRQV�EHWZHHQ�SHRSOH�WKDW�HQDEOH�WKHP�WR�WUDQVIHU�LQIRUPDWLRQ��%DVHG�RQ�SUHYLRXV�
UHVHDUFK�ZH�DVVXPH WKHVH�FRQQHFWLRQV HQKDQFHV�WKH�VHQVH�RI�PXWXDO�XQGHUVWDQGLQJ�WKRXJK�QRW�
QHFHVVDULO\�SURGXFLQJ�DJUHHPHQW�DPRQJ�WKRVH�FRQQHFWHG � &RQQHFWLRQV�DUH�WKXV�VLPLODU�WR�D�³WLH´�
LQ�QHWZRUN�WKHRU\��ZKLFK�HQDEOHV�WKH�H[FKDQJH�RI�LQIRUPDWLRQ� DQG�HQJHQGHUV�D�FHUWDLQ�GHJUHH�RI�
UHOLDELOLW\�RI�WKH�EHKDYLRU�RI�SDUWQHUV�WR�WKH�WLH��0RQJH�DQG�&RQWUDFWRU���������6LPLODU�WR�WLHV��
ZKLFK�LPSO\�SUR[LPLW\�DQG�WKHUHIRUH�IDPLOLDULW\�ZLWK�RWKHU�HOHPHQWV�RI�D�QHWZRUN��FRQQHFWLRQV�
SURYLGH�NQRZOHGJH�DERXW�RWKHU�SDUWLFLSDQWV�L Q�D�URXWLQH��

,QWURGXFLQJ�WKH�FRQFHSW�RI�FRQQHFWLRQV�LQWR�DQDO\VHV�RI�URXWLQHV�HOHYDWHV�WKH�UROH�RI�
SHRSOH�LQ�RUJDQL]DWLRQDO�URXWLQHV��3UHYLRXV�DQDO\VHV�RI�RUJDQL]DWLRQDO�URXWLQHV�KDYH�QRW�IRFXVHG�
RQ�WKH FRQQHFWLRQV�WKDW�URXWLQHV�PDNH�EHWZHHQ�DQG�IRU�SHRSO H��7KLV�RPLVVLRQ�PD\�EH�DWWULEXWDEOH�
WR�WKH�IDFW�WKDW�PXFK�RI�WKH�VWXG\�RI�URXWLQHV�KDV�IRFXVHG RQ�URXWLQHV�LQ�WKH�DEVWUDFW�UDWKHU�WKDQ�
URXWLQHV�DV�WKH\�DUH�SHUIRUPHG�DQG�KDV��WKXV��EHHQ�GLYRUFHG�IURP�WKH�SHRSOH�ZKR�SHUIRUP�WKH�
URXWLQH��)HOGPDQ��������)HOGPDQ�DQG�3HQWODQG����������,Q�D�IRFXV�RQ�FRQQHFWLRQV�WKH�LPSRUWDQFH�
RI�LQFOXGLQJ�SHRSOH�LQ�WKH�DQDO\VLV�RI�RUJDQL]DWLRQDO�URXWLQHV�EHFRPHV�LQFUHDVLQJO\�FOHDU�

5RXWLQHV�0DNH�&RQQHFWLRQV
2UJDQL]DWLRQDO�URXWLQHV�HQWDLO�PXOWLSOH�LQWHUSHUVRQDO�LQWHUDFWLRQV�ZLWK RWKHU�

RUJDQL]DWLRQDO�PHPEHUV���7KH\�VSHFLI\�IRU�RUJDQL]DWLRQDO�PHPEHUV�WKH�UHVSHFWLYH�RWKHU�PHPEHUV�
ZLWK ZKRP�EHKDYLRU�QHHGV�WR�EH�FRRUGLQDWHG���$V�D�UHVXOW��WKH\�HVWDEOLVK�FRQQHFWLRQV�DPRQJ�
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SHRSOH�HVVHQWLDOO\�FRQVWUXFWLQJ�QHWZRUNV�WKDW�IDFLOLWDWH�WKH�H[F KDQJH�RI�LQIRUPDWLRQ�DQG�WKH�
GHYHORSPHQW�RI�XQGHUVWDQGLQJV�

,Q�VWXGLHV�RQ�WKH�LPSDFW�RI�SURSLQTXLW\�D�EDVLF�DQG�UHFXUULQJ�ILQGLQJ�LV�WKDW�SHRSOH�
FRQQHFW�WR�WKRVH�WR�ZKRP�WKH\�DUH�SK\VLFDOO\�FORVHU��R U�WR�WKRVH�ZLWK�ZKRP�WKH\�DUH�LQ�FORVH�
FRQWDFW��1HZFRPE���������'LVWDQFH�LWVHOI�LV�QRW�WKH�H[SODQDWRU\�PHFKDQLVP��EXW�UDWKHU�WKH�
VKDULQJ�RI�FRPPRQ�UHVRXUFHV�DQG�WKH�QHHG�WR�IXQFWLRQ�LQ�LQWHUGHSHQGHQW�UROHV�YLV�D�YLV�WKHVH�
UHVRXUFHV��1HZFRPE����������7KHVH�G\QDPLFV�ZHUH�HDUO\�RQ�VKRZQ�WR�H[SODLQ�PDUULDJH�SDWWHUQV
�'DYLH�DQG�5HHYHV���������DQG�HVSHFLDOO\�PDUULDJH�DPRQJ�LQGLYLGXDOV�ZKR�KDSSHQ�WR�VKDUH�
IORRUV�RI�D�UHVLGHQFH�KDOO��%RVVDUG����������7KH�DUJXPHQW�ZDV�WKDW�WKH�VKDUHG�UHOLDQFH�RQ�
FRPPRQ�UHVRXUFHV�OHDGV�WR�WKH�GHYHORSPHQW�RI�PXWXDO�H[SHFWDWLRQV�DERXW�EHKDYL RU��ZKLFK�LV�
SUHFLVHO\�WKH�QRWLRQ�RI�µWUXVW¶�LGHQWLILHG�E\�QHWZRUN�WKHRULVWV��7UXVW�LQ�QHWZRUN�WKHRU\�LV�QRW�
QHFHVVDULO\�OLNLQJ��EXW�UDWKHU�NQRZLQJ�ZKDW�ZLOO�KDSSHQ��0RQJH�DQG�&RQWUDFWRU��������

,QGLYLGXDO�SDUWLFLSDQWV�LQ�D�URXWLQH�UHSHDWHGO\�HQFRXQWHU�HDF K�RWKHU¶V�SHUIRUPDQFH�RI�
UHODWHG�DVSHFWV�RI�WKH�URXWLQH��7KH�URXWLQH�WKXV�SUHVFULEHV FRQWDFW�DPRQJ�WKHVH�LQGLYLGXDOV��6XFK�
HQFRXQWHUV�FUHDWH�µWLHV¶�DPRQJ�LQGLYLGXDOV��SURGXFLQJ�VRPH�IRUP�RI�D�QHWZRUN�RI�URXWLQH�
SDUWLFLSDQWV��6RPH�PHPEHUV�DUH�OLNHO\�WR�KDYH PRUH�IUHTXHQW�HQFRXQWHUV�ZLWK�RWKHUV��DQG�VRPH�
HQFRXQWHUV�DUH�OLNHO\�WR�EH�PRUH�FU LWLFDO�RU�KDYH�JUHDWHU�LPSDFW�WKDQ�RWKHUV�SURGXFLQJ�VWURQJHU�
�RU�UHVSHFWLYHO\�ZHDNHU��WLHV��<HW�WKH�WRWDO�VHW�RI�LQWHUDFWLRQV�HQYHORSHG�LQ�D�URXWLQH�VXJJHVWV�D�
VHW�RI�FRQQHFWLRQV�DPRQJ�SHRSOH��

7R�LOOXVWUDWH��FRQVLGHU�WKH�HYROXWLRQ�RI�D�KLULQJ�SURFHVV�IURP�WKH�SHUVSHFWLYH�RI�WKH�
FRQQHFWLRQV�LW�LQYROYHV��$Q�RIILFH�PDQDJHU�PD\�GHFLGH�PHPEHUV�RI�KHU�GHSDUWPHQW�QHHG�WKH�
VXSSRUW�RI�D�FRPSXWHU�SURJUDPPHU��DQG�PLJKW�HPEDUN�RQ�ZK DW�ZH�FDQ�ORRVHO\�FDOO�³D�KLULQJ�
URXWLQH�´��7KLV�URXWLQH�LV�DFWXDOO\�DQ�DPDOJDP�RI�PXOW LSOH�VPDOOHU�URXWLQHV��HDFK�RI�ZKLFK�
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HPERGLHV�PXOWLSOH�FRQQHFWLRQV��,Q�NQRZLQJ�WKH�EURDG�KLULQJ�URXWLQH��WKH�PDQDJHU�DFWXDOO\�NQRZV�
KRZ�WKH�RUJDQL]DWLRQ�RSHUDWHV��7KXV��LQ�NQRZLQJ�WKLV�URXWLQH�WKH�RIILFH�PDQDJHU�NQRZV�WKH�
YDULRXV�SDUWV�RI�WKH�RUJDQL]DWLRQ�VKH�KDV�WR�FRQWDFW��WKH�DFFRXQWLQJ�GHSDUWPHQW��WR�VHH KRZ�WKLV�
HPSOR\HH�FRXOG�EH�EXGJHWHG���WKH�VDODU\�DQG�EHQHILWV�GHSDUWPHQW��WR�OHDUQ�WKH�VDODU\�DQG�EHQHILWV�
WR�EH�RIIHUHG�WR�VXFK�DQ�HPSOR\HH���DQG�WKH�SXEOLF�UHODWLRQV�GHSDUWPHQW��WR�DUUDQJH�IRU�XVLQJ�W KH�
PHGLD�IRU�UHFUXLWLQJ����'HSHQGLQJ�RQ�RUJDQL]DWLRQDO�SROLFLHV��FRQWDFWV�ZLWK�RWKHU�GHSDUWPHQWV�
PD\�DOVR�EH�UHTXLUHG��H�J���WKH�FROOHJH�SODFHPHQW�RIILFH��RU�WKH�KXPDQ�UHVRX UFHV�GHSDUWPHQW�IRU�
LQWHUQDO�SODFHPHQWV���)RU�WKH�PDQDJHU�WR�SHUIRUP�WKH� µKLULQJ�URXWLQH¶�WKXV�UHTXLUHV�KHU�WR�LQLWLDWH�
WKHVH�PXOWLSOH�FRQQHFWLRQV�

(DFK�RI�WKHVH�FRQWDFWV�FRPSULVHV�D�URXWLQH�LQ�LWVHOI��DQG�HQWDLOV�D�VHW�RI�FRQQHFWLRQV��)RU�
HDFK�FRQWDFW�EHWZHHQ�WKH�KLULQJ�PDQDJHU�DQG�GLIIHUHQW�SDUWV�RI�WKH�RUJDQL]DWLRQ��WKH�PDQDJHU ¶V�
RIILFH�DVVLVWDQW�LV�OLNHO\�WR�FRPH�LQ�FRQWDFW�ZLWK�RIILFH�DVVLVWDQWV�LQ�RWKHU�SDUWV�RI�WKH�RUJDQL]DWLRQ�
�WKH�DFFRXQWLQJ�DUHD��WKH�KXPDQ�UHVRXUFHV� DUHD��DQG�WKH�SXEOLF�UHODWLRQV�DUHD����(DFK�RI�WKHVH�
FRQWDFWV�SURYLGHV�KHU�ZLWK�D�OLQN�WR��RU�D�YLHZ�RI��RWKHU�SDU WV�RI�WKH�RUJDQL]DWLRQ��$GGLWLRQDO�
VXSSRUWLQJ�VWDII�HPSOR\HHV�PD\�EH�LQYROYHG�LQ�WKH�SURFHVV�DV�ZHOO��$Q�RIILFH�DVVLVWDQW�PD\�EH�
DVNHG�WR�W\SH�WKH�MRE�GHVFULSWLRQ��ID[�DQ�HPSOR\PHQW�DG��RU�FRQWDFW�D�WHPSRUDU\�HPSOR\PHQW�
DJHQF\���7KH�DVVLVWDQW�PD\�REWDLQ�LQIRUPDWLRQ�IRU�WKH�MRE�GHVFULSWLRQ�IURP�WKH�RIILF H�PDQDJHU��
IURP�WKH�RIILFH�PDQDJHUV¶�DVVLVWDQW��IURP�WKH�+5�GHSDUWPHQW��RU�IURP�VRPH�RWKHU�PHPEHU�RI�WKH�
RUJDQL]DWLRQ��H�J���D�FOHUN�LQ�WKH�LQIRUPDWLRQ�V\VWHPV�GHSDUWPHQW���

7KHVH�PXOWLSOH�FRQWDFWV�VXJJHVW�D�SLFWXUH�WKDW�LV�VWULNLQJO\�VLPLODU�WR�D�QHWZRUN�RI�WLHV��
6RPH�FRQWDFWV�PD\�UHO\�RQ�WLHV�WKDW�DUH�IUHTXHQWO\�H[HUFLVHG�DQG�SUHYLRXVO\�HVWDEOLVKHG��6RPH�
PD\�EH�PRUH�SRVLWLYHO\ HYDOXDWHG��WUXVWHG��WKDQ�RWKHUV��6RPH�FRQWDFWV�PD\�EH�DG�KRF�LQLWLDWL YHV�
WR�PHHW�D RQH�WLPH�RU�VSHFLILF�QHHG��EXW�WKH\�ZRXOG�VWLOO�EH�SUHIRUPHG�DV�SDUW�RI�SHUIRUPLQJ�WKH�
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KLULQJ�URXWLQH��6RPH�FRQWDFWV�PD\�WDUJHW�VHHPLQJO\�SHULSKHUDO�VRXUFHV��VXFK�DV�D�NQRZ OHGJHDEOH�
VHFUHWDU\�IURP�D�QHLJKERULQJ�GHSDUWPHQW��IRU�LQIRUPDWLRQ�DERXW�WKH�EHVW�FRXUVH�RI�DFWLRQ��$JDLQ��
WKHVH�FRQWDFWV�ZRXOG�EH�LQLWLDWHG�LQ�WKH�FRXUVH�RI�RSHUDWLQJ�WKH�RUJDQL]DWLRQDO�URXWLQH���6RPH�
LQWHUDFWLRQV�PD\�EH�G\DGLF��H�J���DQ�DUHD�VHFUHWDU\�WDONLQJ�WR�DQ�DFFRXQWLQJ�VSHFLDOLVW���2WKHUV�
PD\�EH�FROOHFWLYH��H�J���$�JURXS�PHHWLQJ PD\�EH�FDOOHG�WR�GHFLGH�DERXW�WKH�FRQWHQW�RI�DQ�
HPSOR\PHQW�DG���

7KH�KLULQJ�URXWLQH�FRQWLQXHV�WR�SURGXFH�FRQQHFWLRQV�RQFH�D�SRRO�RI�SRWHQWLDO�HPSOR\HHV�
LV�GHFLGHG�XSRQ��,I�D�WHPSRUDU\�HPSOR\HH�LV�VRXJKW��SUHVXPDEO\�D�WHPSRUDU\�DJHQF\�UHGXFHV�WKH�
HIIRUWV�LQYROYHG��%XW�WKHUH�DUH�VWLOO�PXOWLSOH�FRQQHFWLRQV LQYROYHG��6RPHRQH�LQ�WKH�GHSDUWPHQW�
ZLOO�QHFHVVDULO\�EH�LQ�FRQWDFW�ZLWK�WKH�WHPSRUDU\�DJHQF\��DQG�ZLWK�WKH�DFFRXQWLQJ�GHSDU WPHQW�WR�
DUUDQJH�IRU�WKH�FRQWUDFW��,I�D�SHUPDQHQW�HPSOR\HH�LV�VRXJKW��FXUUHQW�HPSOR \HHV�PD\�EH�LQ�VRPH�
FRQWDFW�ZLWK�DSSOLFDQWV�IRU�VFUHHQLQJ�DSSOLFDWLRQV��VFKHGXOLQJ�LQWHUYLHZV��RU�DFWXDOO\�
LQWHUYLHZLQJ��(PSOR\HHV�VFUHHQLQJ�DSSOLFDWLRQV�DQG�VFKHGXOLQJ�LQWH UYLHZV�ZLOO�QHFHVVDULO\�EH�LQ�
FRQWDFW�ZLWK�WKRVH�FRQGXFWLQJ�WKH�LQWHUYLHZV�DQG�ZLWK�WKH�LQWHUYLHZHHV��7KH�LQWHUYLHZV�
WKHPVHOYHV�PD\�EH�FRQGXFWHG�E\�WKH�RIILFH�PDQDJHU�DORQH��EXW�RIILFH�HPSOR\HHV�ZLOO�KHOS�VHW�XS�
WKH�WHFKQLFDOLWLHV�RI�WKH�LQWHUYLHZV��FRRUGL QDWLQJ�WKH�PHHWLQJ�URRPV��JUHHWLQJ�LQWHUYLHZHHV��HWF��,I�
HPSOR\HHV�RWKHU�WKDQ�WKH�RIILFH�PDQDJHU�SDUWLFLSDWH�LQ�WKH�LQWHUYLHZV��VRPH�IRUP�RI�FRQQHFWLRQ�
ZLOO�EH�FUHDWHG�EHWZHHQ�WKHP��WKH�HPSOR\HHV��DQG�WKH�SRRO�RI�DSSOLFDQWV��)ROORZLQJ�WKH�
LQWHUYLHZV�RIILFH HPSOR\HHV�PD\�EH�LQ�FRQWDFW�ZLWK�HDFK�RWKHU��ZLWK�WKH�PDQDJHU��RU�ZLWK�RWKHU�
GHSDUWPHQWV�LQ�GHOLEHUDWLRQV�DERXW�ZKR�WR�KLUH��(PSOR\HHV�PD\�DOVR�EH�LQ�FRQWDFW�ZLWK�
DSSOLFDQWV�WR�ZKRP�D�MRE�LV�RIIHUHG�RU�ZKRVH�DSSOLFDWLRQ�LV�GHFOLQHG���

&OHDUO\�RUJDQL]DWLRQV�YDU\�LQ�KRZ�WKHLU�KLULQJ�URXWLQHV�DUH�FRQGXFWHG��%XW��DV�HYLGHQW�LQ�
WKLV�GHVFULSWLRQ�D�KRVW�RI�LQGLYLGXDOV�DQG�D�PXOWLWXGH�RI�FRQQHFWLRQV�LV�LQH YLWDEO\�HPEHGGHG�LQ�
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WKH�H[HFXWLRQ�RI�ZKDW�KDV�SUHYLRXVO\�EHHQ�UHIHUUHG�WR�DEVWUDFWO\�DV�µD�KLULQJ�URXWLQH�¶��
&RQQHFWLRQV�DUH�PDGH�DPRQJ�LQGLYLGXDOV�UHVSRQVLEOH�IRU�PXOWLSOH�HOHPHQWV�FRPSRVLQJ�W KH�
URXWLQH��,QIRUPDWLRQ�LV�H[FKDQJHG�DW�HDFK�FRQQHFWLRQ��DQG�EDVHG�RQ�WKLV�LQIRUPDWLRQ�H[FKDQJH�
LQGLYLGXDOV�OHDUQ�DERXW�RWKHU�PHPEHUV ¶�WDVNV�DQG�SHUFHSWLRQV�RI�WKH�URXWLQH��6XFK�OHDUQLQJ�
QHFHVVDULO\�LQVSLUHV�LQWHUSUHWDWLRQV�EHFDXVH�DW�HDFK�VWHS�ZKDW�KDV�EH HQ�OHDUQHG�LV�OLNHO\�WR�
LQIOXHQFH�KRZ�SHRSOH�DFW��$V�WKH�FRQWH[W�YDULHV�IURP�RQH�KLULQJ�HSLVRGH�WR�DQRWKHU��WKH�VSHFLILF�
HYHQWV�WKDW�WDNH�SODFH�DQG�WKH�SDUWLFXODU�LQGLYLGXDO V�LQYROYHG�DQG�WKH�XQGHUVWDQGLQJV�GHYHORSHG�
DOVR�YDU\��7KH�RYHUDOO�SDWWHUQ��KRZHYHU��LV�OLNHO\�WR�EH�VLPLODU�LQ�PDQ\�ZD\V��WKXV�JLYLQJ�
UHJXODULW\�WR�WKH�DEVWUDFWLRQ���

7KLV�UHJXODULW\�LV�ZKDW�OHG�WR�WKH�SUHYLRXV IRFXV�RQ�WKH�PHFKDQLFDO�QDWXUH�RI�URXWLQHV��
)RFXVLQJ�RQ�WKH�PXOWLSOH�FRQQHFWLRQV�HVVHQWLDO�IRU�WKLV�UHJXODULW\�KHOSV�WR�UHFRJQL]H�WKH�PXOWLSOH�
SRLQWV�DW�ZKLFK�FRQQHFWLRQV�DUH�PDGH��DQG�FRQVHTXHQWO\�LQIRUPDWLRQ�LV�DFTXLUHG�DQG�
LQWHUSUHWDWLRQV�DUH�PDGH�E\�LQGLYLGXDOV�LQYROYHG�LQ�WKH�URXWLQH��6XFK�D�IR FXV�KHOSV�UHYHDO�KRZ�
URXWLQHV�HPERG\�PXOWLSOH�FRQQHFWLRQV�DQG�KHOSV�H[SODLQ�WKH�DGDSWLYH�QDWXUH RI�WKH�H[HFXWLRQ�RI�
URXWLQHV���,Q�D�VSHFLILF�RFFXUUHQFH�RI�WKH�H[DPSOH�DERYH��HDFK�LQGLYLGXDO�SDUWLFLSDQW�PD\�GHFLGH�
RQ�D�VOLJKWO\�GLIIHUHQW�DFWLRQ�EDVHG�RQ�LQIRUPDWLRQ�DFTXLUHG�WKURXJK�RQH�RU�PRUH�RI�WKH�
FRQQHFWLRQV��

7R�LOOXVWUDWH��DQ�RUJDQL]DWLRQDO�KLULQJ�URXWLQH�PD\�DOORZ�IRU�DGYHUWLVLQJ�HLWKHU�LQ�D�
QDWLRQDO�QHZVSDSHU�RU�LQ�D�ORFDO�QHZVSDSHU��7KH�FRQQHFWLRQ�ZLWK�WKH�SXEOLF�UHODWLRQV�GHSDUWPHQW�
SURYLGHV�OLQH�PDQDJHUV�ZLWK�LQIRUPDWLRQ�DERXW�WKH�FRVWV�DQ G�EHQHILWV�RI�HDFK�IRUP�RI�DGYHUWL VLQJ���
7KH�FRQQHFWLRQ�PD\�DOVR�DGYLVH�D�OLQH�PDQDJHU�DERXW�SUHYLRXV�DFWLRQV�LQ�VLPLODU�FLUFXPVWDQFHV�
RI�RWKHU�OLQH�PDQDJHUV��7KLV�LQIRUPDWLRQ�PD\�OHDG�RQH�OLQH�PDQDJHU�WR�SRVW�DQ� HPSOR\PHQW�DG�LQ�
D�QDWLRQDO�QHZVSDSHU�ZKLOH�DQRWKHU�PDQDJHU�ZLOO�SRVW�WZR�RU�WKUHH�DGV�LQ�ORFDO�QHZVSDSHUV��,Q�
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ERWK�FDVHV�D�FRQQHFWLRQ��RU�WLH��EHWZHHQ�WKH�WZR�LQGLYLGXDOV��WKH�OLQH�PDQDJHU�DQG�WKH�SXEOL F�
UHODWLRQV�PDQDJHU��RFFXUUHG��DQG�QHZ�LQIRUPDWLRQ�KD V�EHHQ�OHDUQHG�E\�ERWK�SDUWLHV��$OWKRXJK�WKH�
XOWLPDWH�DFWLRQ�± RU�WKH�WDQJLEOH�DQG�PRUH�HDVLO\�QRWLFHDEOH�RXWFRPH�RI�WKH�URXWLQH�PD\�YDU\��DQ�
DGGLWLRQDO�RXWFRPH�LV�D�VHW�RI�FRQQHFWLRQV�DQG�WKH�LQIRUPDWLRQ�WKH\�SURYLGH�WR�WKH�SHRSOH�
LQYROYHG��

7KH�FRQQHFWLRQV�DPRQJ�WKH�PXOWLSOH�LQGLYLGXDOV�LQYROYHG�LQ�D�URXWLQH�ZLOO�QRW�DOO�EH�RI�
WKH�VDPH�VWUHQJWK���5HFXUULQJ�LQWHUSHUVRQDO�H[FKDQJHV�LQKHUHQW�WR�DQ�RUJDQL]DWLRQDO�URXWLQH�FDQ�
EH�H[SHFWHG�WR�SURGXFH�D�VWURQJHU�VHQVH�RI�FRQQHFWLRQ�WKDQ�OHVV�IUHTXHQW�HQFRXQWHUV�� MXVW�OLNH�
PRUH�IUHTXHQW�VRFLDO�HQFRXQWHUV�DUH�NQRZQ�WR�SURGXFH�VWURQJHU�VRFLD O�ERQGV��1HZFRPE���������
0HUH�FRQWDFW�ZLWK�DQRWKHU�SHUVRQ�LV�NQRZQ�WR�SURGXFH�D�VHQVH�RI�DIILQLW\�DQG�FRQQHFWLRQ�
�=DMRQF���������EXW�PRUH�IUHTXHQW�DQG�LQWHUGHSHQGHQW�FRQWDFW�LV�OL NHO\�WR�SURGXFH�VWURQJHU�
FRQQHFWLRQV�DQG�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�SHUVSHFWLYH�RIIHUHG�E\�WKH�RWKHU�SHUVRQ��+RPDQV��
��������6LPLODU�WR�RWKHU�IRUPV�RI�OHDUQLQJ��UHSHDWHG�H[SRVXUH�WR�D�EHKDYLRU�RU�D�SRLQW�RI�YLHZ�
SUHVHQWHG�E\�D�SHUVRQ�ZLWK�ZKRP�RQH�FRQQHFWV�LV�OLNHO\�WR�\LHOG�PRUH�NQRZOHGJH�DFTXLVLWLRQ�
IURP�DQG�DERXW�WKH�RWKHU�SHUVRQ��5HFXUULQJ�LQWHUDFWLRQV�SURGXFH�DQ�LQFUHDVLQJO\�UHILQHG�
NQRZOHGJH�RI�RQH¶V�SDUWQHUV�WR�WKH�LQWHUDFWLRQ��1HZFRPE��������+RPDQV��������

7KXV��WKH�DEVWUDFW�QRWLRQ�RI�D�URXWLQH� HPERGLHV�D�VHW�RI�FRQQHFWLRQV�DPRQJ�LQGLYLGXDOV�
WKDW�DIIHFWV�WKH�SHUVSHFWLYHV�DYDLODEOH�WR�WKHVH�LQGLYLGXDOV��7KHVH�SHUVSHFWLYHV�PD\�LQIOXHQFH�
ZKDW�SHRSOH�GR�LQ�D�SDUWLFXODU�LQVWDQFH�RI�WKH�URXWLQH��L�H���LW�PD\�GHWHUPLQH�LI�D�PDQDJHU�SRVWV�DQ�
HPSOR\PHQW�DG�LQ�D�QDWLRQDO�RU�D�ORFDO�QHZVSDSHU���7KHVH�SHUVSHFWLYHV�DOVR�LQIOXHQFH�WKH�EURDGHU�
XQGHUVWDQGLQJ�WKDW�WKH�LQGLYLGXDOV�LQYROYHG�KDYH�RI�WKH�URXWLQH�DQG�RI�WKH�RUJDQL]DWLRQ���7KDW�
XQGHUVWDQGLQJV�DUH�GHYHORSHG�LV�LQGHSHQGHQW�RI�WKH�RXWFRPH�RI�WKH�URXWLQH��Z KLFK�DG�LV�SRVWHG��
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ZKR�LV�KLUHG��ZK\�RU�KRZ����(DFK�LQGLYLGXDO�HPSOR\HH�LV�FRQQHFWHG��WKURXJK�KLV�RU�KHU�UROH�LQ�D�
URXWLQH�WR�RWKHU�HPSOR\HHV�ZKR�UHSUHVHQW�D�FHUWDLQ�SDUW�RI�WKH�URXWLQH��%XW�WKH�FRPSOHWH�VHW�RI�
SHUVSHFWLYHV�DIIRUGHG�E\�WKH�FRPSOHWH�VHW�RI� FRQQHFWLRQV�WKDW�DOO�RUJDQL]DWLRQDO�URXWLQHV�SURGXFH�
FRDOHVFH�LQWR�DQ�LPDJH�RI�WKH�RUJDQL]DWLRQ��7KH�QHWZRUN�RI�FRQQHFWLRQV�D�URXWLQH�SURGXFHV�FDQ�
EH�WKRXJKW�RI�DV�WKH�ZHE�RI�SHUVSHFWLYHV�PDLQWDLQHG�E\�URXWLQH�SDUWLFLSDQWV��7KLV�VHW�RI�
SHUVSHFWLYHV�LV�OLNHO\�WR�OHDG�WR�FROOHFWLYHO\�VKDUHG�XQGHUVWDQGLQJV�DPRQJ�URXWLQH��DQG�WKHUHIRUH�
RUJDQL]DWLRQDO��SDUWLFLSDQWV��DV�ZH�GLVFXVV�QH[W���

&RQQHFWLRQV�DQG�6KDUHG�8QGHUVWDQGLQJV
2UJDQL]DWLRQV�DUH�IXOO�RI�FRQQHFWLRQV��6LPRQ���������WR�WKH�SRLQW�WKDW�VRPH�VFKRODUV�

DUJXH�WKDW�RUJDQL]DWLRQV�DUH�FRQQHFWLRQV��6DQGHODQGV�DQG�6WDEOHLQ���������2QH�SDUWLFXODU�UHDVRQ�
WKDW�FRQQHFWLRQV�DUH�FHQWUDO�WR�RUJDQL]DWLRQV�LV�WKDW�WKH�FRPPXQLFDWLRQ�WKDW�WDNHV�SODFH�WKURXJK�
WKHVH�FRQQHFWLRQV�KHOSV�WR�FUHDWH�VKDUHG�XQGHUVWDQGLQJV�

9HUEDO�FRPPXQLFDWLRQ�DPRQJ�RUJDQL]DWLRQDO�SDUWLFLSDQWV�LV�RQH�ZD\�VKDUHG�
XQGHUVWDQGLQJV�DUH�FUHDWHG��6FKRODUV�KDYH�VKRZQ�WKH�SRZHU�RI�FRQYHUVDWLRQ�WR�ERWK�FUHDWH�DQG�
UHIOHFW�VKDUHG�XQGHUVWDQGLQJV�DPRQJ�RUJDQL]DWLRQDO�SDUWLFLSDQWV��%RGHQ��������'RQQHOORQ��������
2UU� ��������%XW�WKH�PHFKDQLVP�RI�FRRUGLQDWLRQ�PD\�DOVR�EH�QRQYHUEDO��� 3HRSOH�PD\�OHDUQ�IURP�
DQG�DGMXVW�WR�RWKHUV¶�SK\VLFDO�RU�SV\FKRORJLFDO�VWDWHV�E\�REVHUYLQJ�SK\VLFDO�VWDWXUH��DELOLWLHV��
OLPLWDWLRQV�RU�SRVLWLRQ��&RKHQ�DQG�%DFGD\DQ��������:HLFN�DQG�5REHUWV�� �������6KDULQJ�
ERXQGDU\�REMHFWV�DQG�DWWHQGLQJ�WR�SHUVSHFWLYHV�DERXW�WKHVH�REMHFWV�PD\�NH\�LQGLYLGXDOV�WR�
GLIIHUHQFHV�LQ�WKH�SHUVSHFWLYH�RI�HDFK�RI�WKH�SDUWLFLSDQWV��&DUOLOH����������2UJDQL]DWLRQDO�URXWLQHV�
SODFH�RUJDQL]DWLRQDO�SDUWLFLSDQWV�LQ�D�SRVLWLRQ�WR KDYH�UHSHDWHG�YHUEDO�DQG�QRQYHUEDO�
FRPPXQLFDWLRQ�ZLWK�RQH�DQRWKHU���,Q�WKLV�ZD\�RUJDQL]DWLRQDO�URXWLQHV�SXW�RUJDQL]DWLRQDO�
PHPEHUV�LQ�D�SRVLWLRQ�WR�FUHDWH�VKDUHG�XQGHUVWDQGLQJV��
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7KHUH�DUH�WZR�OHYHOV�RI�VXFK�XQGHUVWDQGLQJ�WKDW�RUJDQL]DWLRQDO�URXWLQHV�DUH� SDUWLFXODUO\�
VXLWHG�WR�GHYHORSLQJ���2QH�OHYHO�LV�ZKDW�DFWLRQV�ZLOO�EH�KHOSIXO�LQ�D�SDUWLFXODU�LQVWDQFH�RI�URXWLQH�
SHUIRUPDQFH���7KH�RWKHU�OHYHO�LQYRNHV�D�ODUJHU�FRQWH[W�D QG�LQYROYHV�WKH�EURDG�UHDVRQV�IRU�ZK\�
SDUWLFXODU�DFWLRQV�DUH�DSSURSULDWH�RU�LQDSSURSUL DWH��%RXUGLHX���������7KH�FRQQHFWLRQV�PDGH�E\�
RUJDQL]DWLRQDO�URXWLQHV�RSHUDWH�DW�ERWK�RI�WKHVH�OHYHOV�DQG�DIIHFW�XQGHUVWDQGLQJV�DERXW�ERWK� ZKDW
DFWLRQV�DUH�WR�EH�WDNHQ�LQ�SHUIRUPLQJ�WKH�URXWLQH�DQG�DERXW�ZK\ WKH�URXWLQH�LV�EHLQJ�SHUIRUPHG�LQ�
WKH�ILUVW�SODFH���,W�PD\�QRW�EH�SRVV LEOH�WR�VHSDUDWH�WKHVH�WZR�W\SHV�RI�XQGHUVWDQGLQJV�LQ�SUDFWLFH��
EXW�WKH�GLVWLQFWLRQ�EHWZHHQ�WKHP�LV�FRQFHSWXDOO\�XVHIXO��7KH�IRUPHU��DV�HODERUDWHG�QH[W��UHJDUGV�
DQ�XQGHUVWDQGLQJ�DERXW�WKH�VSHFLILF�FRQWH[W�LQ�ZKLFK�D�SDUWLFXODU�LQVWDQFH�RI�D�URXWLQH�LV�EHLQJ�
SHUIRUPHG�DQG�DOORZV�WKH�LQGLYLGXDOV�LQYROYHG�WR�GLVFXVV�WKH�WDVNV�LQYROYHG�DQG�WR�FRRUGLQDWH�
WKHLU�EHKDYLRU�ZLWK�RQH�DQRWKHU��
6KDUHG�8QGHUVWDQGLQJV�DERXW�3HUIRUPDQFH�

$W�WKH�VLPSOHVW�IRUP��FRQQHFWLRQV�EHWZHHQ�WKH�PXOWLSOH�LQGLYLGXDOV�SDUWLFLSDWLQJ�LQ�D�
URXWLQH�HQDEOH�VKDUHG�XQGHUVWDQGLQJV�DERXW�WKH�VSHFLILF�FRQWH[W�LQ�ZKLFK�D�SDUWLFXODU�LQVWDQFH�RI�
D�URXWLQH�LV�EHLQJ�SHUIRUPHG��7KLV�KDSSHQV�EHFDXVH�FRQQHFWLRQV�DOORZ�WKH�LQGLYLGXDOV�L QYROYHG�WR�
GLVFXVV�WKH�WDVNV�LQYROYHG�DQG�WR�FRRUGLQDWH�WKHLU�EHKDYLRU�ZLWK�RQH�DQRWKHU��3HRSOH�LQYROYHG�LQ�
WKH�URXWLQH�PD\�KDYH�VXEVWDQWLDOO\�GLIIHUHQW�XQGHUVWDQGLQJV�DERXW�ZKDW�QHHGV�WR�EH�GRQH�DQG�
KRZ����&RQQHFWLRQV�EHWZHHQ�RU�DPRQJ�SHRSOH�LQYROYHG�LQ�D SDUWLFXODU�URXWLQH�SURYLGH�DQ�
RSSRUWXQLW\�WR�H[SORUH�WKH�GLIIHUHQW�LQWHUSUHWDWLRQV�DQG��DW�WLPHV��WR�FRPH�WR�D�FRPPRQ�
XQGHUVWDQGLQJ����7KH�FRQQHFWLRQV�DOVR�DOORZ�WKHP�WKH�SRVVLELOLW\�RI�DFFRPPRGDWLQJ�RQH�DQRWKHU���
)RU�H[DPSOH��RQH�SHUVRQ�PD\�ILQG�WKH�GHDG OLQHV�UHTXLUHG�E\�WKH�URXWLQH�GLIILFXOW�WR�PHHW�DQG�WKH�
RWKHU�SHRSOH�LQ�WKH�URXWLQH�PD\�EH�DEOH�WR�KHOS�RXW�E\�DGMXVWLQJ�WKHLU�VFKHGXOHV��
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7KH�UROH�RI�URXWLQHV�LQ�FUHDWLQJ�VKDUHG�XQGHUVWDQGLQJV�WKDW�LQIOXHQFH�SHUIRUPDQFH�LV�
LOOXVWUDWHG�E\�WKH�ZRUN�RQ�GLVWU LEXWHG�FRJQLWLRQ���6FKRODUV�KDYH�VKRZQ�WKDW�WKH�FRQQHFWLRQV�WKDW�
URXWLQHV�PDNH�EHWZHHQ�LQGLYLGXDOV�FDQ�FUHDWH�D�V\VWHP�LQ�ZKLFK�WKHUH�LV�PRUH�NQRZOHGJH�
DYDLODEOH�WR�WKH�V\VWHP�WKDQ�WKH�FXPXODWLYH�NQRZOHGJH�RI�WKH�LQGLYLGXDO�DFWRUV��&RKHQ�DQG�
%DFGD\DQ��������+XWFKLQV��������6DQGHODQGV�DQG�6WDEOHLQ��������:HLFN�DQG�5REHUWV���������
+XWFKLQV������������SURYLGHV�D�JRRG�H[DPSOH�RI�VXFK�D�V\VWHP�LQ�KLV�ZRUN�RQ�DLUSODQH�FRFNSLW�
VSHHGV���+H�GHVFULEHV�WKH�SURFHVV�WKURXJK�ZKLFK�DLU�WUDIILF�FRQWUROOHUV�DQG�SLORWV�FDOFX ODWH DQG�
DWWDLQ�WKH�DSSURSULDWH�VSHHGV�IRU�ODQGLQJ�DQ�DLUFUDIW���7KH�VPDOOHVW�YHUVLRQ�RI�WKH�URXWLQH�FRQQHFWV�
SHRSOH�RQ�WKH�JURXQG�ZLWK�WKH�SLORW�QRW�IO\LQJ��31)��ZKR�LV�FRQQHFWHG�ZLWK�WKH�SLORW�IO\LQJ�
�3)��� 7KH�SLORW�IO\LQJ�LV�FRQFHUQHG�SULPDULO\�ZLWK�FRQWURO�RI�WKH�DLUSODQH���7KH�31)�FRPPXQLFDWHV�ZLWK�DLU�WUDIILF�FRQWURO��$7&���RSHUDWHV�WKH�DLUFUDIW�V\VWHPV��DFFRPSOLVKHV�WKH�FKHFNOLVWV�UHTXLUHG�LQ�HDFK�SKDVH�RI�WKH�IOLJKW�DQG�DWWHQGV�WR�RWKHU�GXWLHV�LQ�WKH�FRFNSLW��

+XWFKLQV��������GHVFULEHV�WKLV�GLYLV LRQ�RI�ODERU�DV�DQ�DOORFDWLRQ�RI�VFDUFH�UHVRXUFHV���
'XULQJ�GHVFHQW��ZKHQ�WKH�GHPDQGV�RQ�WKH�YLVXDO�DWWHQWLRQ�RI�WKH�SLORW�IO\LQJ�DUH�PRVW�LQWHQVH��WKH�
URXWLQH�DOORZV�WKH�SLORW�IO\LQJ�WR�DOORFDWH�DOPRVW�DOO�KLV�RU�KHU�YLVXDO�DWWHQWLRQ�WR�PRQLWRULQJ�WKH�
UHODWLRQVKLS�EHWZHHQ�WKH�DLUSODQH�DQG�WKH�JURXQG���7KH�SLORW�QRW�IO\LQ J��ZLWK�WKH�KHOS�RI�
LQIRUPDWLRQ�IURP�WKH�JURXQG�DQG�YDULRXV�GHYLFHV�LQ�WKH�SODQH��FDOFXODWHV�WKH�DSSURSULDWH�VSHHGV��
FRPPXQLFDWHV�WKHP�YHUEDOO\�DQG�PDUNV�WKHP�RQ�D�GLDO�YLVLEOH�WR�ERWK�SLORWV���

,W�LV�OLNHO\�WKDW�IDFLOLWDWLQJ�FRQWURO�ZDV�WKH�RULJLQDO�MXVWL ILFDWLRQ�IRU�WKLV�SURFHGXUH���+RZHYHU��WKLV�GLYLVLRQ�RI�ODERU�DOVR�KDV�D�YHU\�DWWUDFWLYH�V\VWHP �OHYHO�FRJQLWLYH�VLGH�HIIHFW�LQ�WKDW�LW�SURYLGHV�IRU�DGGLWLRQDO�UHGXQGDQFLHV�LQ�FKHFNLQJ�WKH�EXJ�VHWWLQJV�DQG�IRU�WKH FRUUHVSRQGHQFHV�EHWZHHQ�VSHHGV�DQG�FRQILJXU DWLRQ�FKDQJHV´����������������
,Q�RWKHU�ZRUGV��WKH�FRQQHFWLRQV�WKDW�WKH�URXWLQH�PDNHV�DOORZ�WKH�SDUWLFLSDQWV�LQ�WKH�URXWLQH�WR�
FRPH�WR�D�VKDUHG�XQGHUVWDQGLQJ�DERXW�WKH�VWHSV�LQYROYHG�LQ�ODQGLQJ�WKH�DLUSODQH�VDIHO\���
� 2QH�FRXOG�DOVR�H[WHQG�WKH�FRQQHFWLRQV�PDGH�E\�WKH�URXWLQH�WR�LQFOXGH�WKH�SHRSOH�ZKR�FUHDWH�WKH�SK\VLFDO�REMHFWV�
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:HLFN�DQG�5REHUWV�LQ�WKHLU�VWXG\�RI�D LUFUDIW�FDUULHUV�SRLQW�RXW�WKDW�WKURXJK�VXFK�SURFHVVHV�
DV�GHVFULEHG�DERYH�LQGLYLGXDOV�FDQ� ³DFW�DV�LI�WKH\�DUH�D�JURXS´��������������$W�WKH�VDPH�WLPH��
KRZHYHU��WKH�LQGLYLGXDOV�GR�QRW�ORVH�WKHLU�DELOLWLHV�WR�WKL QN�DQG�DFW��WR�DVVHVV�WKH�DFWLRQV�RI�RWKHUV�
DQG WR�DFW�LQ�DQ�DSSURSULDWH�PDQQHU���7DNH��IRU�LQVWDQFH��WKH�IROORZLQJ�GHVFULSWLRQ�

(YHQ�WKRXJK�SLORWV�>RQ�DQ�DLUFUDIW�FDUULHU@�KDYH�WR�UHO\�RQ�WKH�FDWDSXOW�FUHZ��WKH\�UHPDLQ�YLJLODQW�WR�VHH�LI�UHSUHVHQWDWLRQV�DUH�VLPLODU��«�,I�D�SHUVRQ�RQ�WKH�GHFN�VLJQDOV�WKH�SLORW�WR�UHGXFH�KLV��VLF��HQJLQHV�IURP�IXOO�SRZHU��KH�ZRQ¶W�GR�VR�XQWLO�VRPHRQH�VWDQGV�LQ�IURQW�RI�WKH�SODQH��GLUHFWO\�RYHU�WKH�FDWDSXOW��DQG�VLJQDOV�IRU�D�UHGXFWLRQ�RI�SRZHU���2QO\�WKHQ�LV�WKH�SLORW�UHDVRQDEO\�FHUWDLQ�WKDW�WKH�MRLQW�V LWXDWLRQ�KDV�FKDQJHG���+H�QRZ�WUXVWV�WKDW�WKH�FDWDSXOW�ZRQ¶W�EH�WULJJHUHG�VXGGHQO\�DQG�IOLQJ�KLV�XQGHUSRZHUHG�DLUFUDIW�LQWR�D�SHUVRQ�DQG�WKHQ�LQWR�WKH�RFHDQ��:HLFN�DQG�5REHUWV�������
7KH�FRQQHFWLRQV�RI�WKH�SLORW�WR�WKH�FDWDSXO W�FUHZ�DOORZ�WKH�SHRSOH�HQJDJHG�LQ�WKLV�URXWLQH�WR�
GHYHORS�D�VKDUHG�XQGHUVWDQGLQJ�DERXW�WKH� VDIHW\�RI�UHGXFLQJ�WKH�SRZHU�RI�WKH�DLUFUDIW���

7KHVH�H[DPSOHV�DUH�H[WUHPH�LQ�WKDW�WKHUH�LV�D�SDUWLFXODUO\�WLJKW�UHODWLRQVKLS�EHWZHHQ�
DFWLRQV�DQG�RXWFRPHV���)DLOXUH WR�GHYHORS�DSSURSULDWH�VKDUHG�XQGHUVWDQGLQJV�FDQ�UHVXOW�LQ�GHDWK��
6LPLODU�SURFHVVHV��KRZHYHU��DFFRPSDQ\�SDUWLFLSDQWV�LQ�OHVV�H[WUHPH�URXWLQH�FLUFXPVWDQFHV����
6XFKPDQ¶V�VWXG\�RI�ILOLQJ�FOHUNV�LOOXVWUDWHG�WKDW�D�ILOLQJ�URXWLQH�SURYLGHG�D�PHUH�WHPSODWH�IRU
FOHUNV�WR�IROORZ�DQG�WKDW�WKH�DFWXDO�SHUIRUPDQFH�RI�ILOLQJ�UHTXLUHG�XQGHUVWDQGLQJV�DERXW�WKH�
SDUWLFXODU�YDULDWLRQV�LQ�HDFK�FLUFXPVWDQFH�DQ G�DERXW�WKH�RYHUDOO�SXUSRVH�RI�WKH�ILOLQJ�SURFHVV�
���������0RUHRYHU��HVSHFLDOO\�LQ�QRQ�H[WUHPH�FLUFXPVWDQFHV�XQGHUVWDQGLQJV�DWWDLQHG�WKURXJK�
FRQQHFWLRQV�ZLWK�RWKHU�SDUWLFLSDQWV�LQ�WKH�URXWLQH�DGGUHVV�WKH�EURDGHU�SHUVSHFWLYH�RI�WKH�ODUJHU�
RUJDQL]DWLRQDO�SLFWXUH����,W�LV�WR�WKLV�EURDGHU�SHUVSHFWLYH�WKDW�ZH�QRZ�WXUQ�
6KDUHG�8QGHUVWDQGLQJV�DERXW�WKH�2UJDQL]DWLRQ�

7KH�VHFRQG�VHW�RI�XQGHUVWDQGLQJV�DGYDQFHG�E\�URXWLQHV�LV�XQGHUVWDQGLQJV�DERXW�WKH�ODUJHU�
RUJDQL]DWLRQDO�FRQWH[W��6XFK�XQGHUVWDQGLQJV�FRPSULVH�LGHDV�DERXW�ZKDW�WKH�RUJDQL]DWLRQ�GRHV�
WKDW�KHOS�WKH�RWKHU�SHRSOH�FDOFXODWH�DQG�UHPHPEHU�WKH�DSSURSULDWH�VSHHGV�
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DQG�ZK\�DV�ZHOO�DV�ZKR�LV�LPSRUWDQW�WR�WKH�RUJDQL]DWLRQ��)RU�H[DPSOH��WKH�LQFOXVLRQ�RI FHUWDLQ�
SHRSOH�RU�RI�SHRSOH�ZLWK�D�FHUWDLQ�SRLQW�RI�YLHZ�LQ�D�URXWLQH� PD\�QRW�LQIOXHQFH�WKH�DFWLRQV�WDNHQ�
E\�RWKHU�SDUWLFLSDQWV��EXW�LW�RIIHUV�LQIRUPDWLRQ�DERXW�WKH�LPSRUWDQFH�RI�WKHVH�SHRSOH�DQG�WKHLU�
SRLQWV�RI�YLHZ�WR�WKH�RUJDQL]DWLRQ���([FOXVLRQ�RI�FHU WDLQ�SHRSOH�RU�FHUWDLQ�SRLQWV�RI�YLHZ�IURP�D�
URXWLQH�DOVR�VHQGV�D�PHVVDJH�WKDW�WKHVH�SHRSOH�DQG�WKHLU�FRQFHUQV�DUH�QRW FHQWUDO�WR�WKH�WDVN�
DFFRPSOLVKHG�E\�WKH�URXWLQH��

:HVWOH\¶V��������GLVFXVVLRQ�RI�WKH�LQFOXVLRQ�DQG�H[FOXVLRQ�RI�PLGGOH�PDQDJHUV�IURP�
VWUDWHJLF�FRQYHUVDWLRQV�SURYLGHV�D�JRRG�H[DPSOH�KHUH���7KH�WDVNV�RI�WKHVH�FRQYHUVDWLRQV�GLG�QRW�
VHHP�WR�QHHG�LQIRUPDWLRQ�DYDLODEOH� IURP�PLGGOH�PDQDJHUV��%XW�SDUWLFLSDWLRQ�LQ�WKH�FRQYHUVDWLRQ�
URXWLQH�LV�VKRZQ�WR�UHODWH�WR�PHPEHUV ¶�VHQVH�RI�XQGHUVWDQGLQJ�RI�WKH� ODUJHU�FRQWH[W���:HVWOH\�
�������GHVFULEHV�VWUDWHJLF�SODQQLQJ�PHHWLQJV�IURP�ZKLFK�PLGGOH�PDQDJHUV�DUH�RIWHQ�H[FOXGHG���
7KHVH�PDQDJHUV�UHSRUW�IUXVWUDWLRQ�DERXW�PLVVLQJ�WKH�FR QYHUVDWLRQV�DQG�WKH�UHVXOWLQJ�
XQGHUVWDQGLQJV�WKDW�WKH�PHHWLQJV�SURYLGH��7KH�PHHWLQJV DUH�D�FULWLFDO�SDUW�RI�WKH�RUJDQL]DWLRQDO�
URXWLQH�RI�VWUDWHJLF�SODQQLQJ�DQG�:HVWOH\�VXJJHVWV�WKDW�WKH�SHRSOH�QRW�LQFOXGHG�LQ�WKLV�URXW LQH�
PLVV�RXW�ERWK�RQ�WKH�RSSRUWXQLW\�WR�EHFRPH�PHPEHUV�RI�SRZHUIXO�FRDOLWLRQV�DQG�WKH�DFFHVV�WR�
VHQVHPDNLQJ�WKDW�WKH�PHHWLQJ�GLVFXVVLRQV�SURYLGH��,Q�RXU�ODQJXDJH��WKLV�H[FOXVLRQ�P HDQV�WKDW�
PLGGOH�PDQDJHUV�PLVV�WKH�RSSRUWXQLW\�WR�FRQQHFW�ZLWK�RWKHUV��7KLV�ODFN�RI�FRQQHFWLRQ�PHDQV�WKDW�
ERWK�PLGGOH�PDQDJHUV�DQG�RWKHUV�GHYHORS��XQGHUVWDQGLQJV�DERXW�WKH�RUJDQL]DWLRQ�WKDW�GR�QRW�
LQFOXGH�WKH�SHUVSHFWLYHV�RI�PLGGOH�PDQDJHUV��7KXV��WKH�VWUDWHJLF�SODQQLQJ�PHHWLQJV�FRXOG�
IXQFWLRQ�ZLWKRXW�PLGGOH�PDQDJHUV��%XW�WKLV�H[FOXVLRQ�PHDQV�WKDW�ERWK�WKRVH�SUHVHQW�ORVH�DQG�
WKRVH�QRW�SUHVHQW��WKH�PLGGOH�PDQDJHUV��ORVH�VRPH�IRUP�RI�XQGHUVWDQGLQJ�

2QH VXEVHW�RI�VXFK�EURDG�XQGHUVWDQGLQJV�VXEVWDQWLDWHG�WKURXJK�URXWLQHV�UHJDUGV�WKH�WDVNV�
SHUIRUPHG�E\�YDULRXV�RUJDQL]DWLRQDO�PHPEHUV�DQG�WKH�RYHUDOO�RUJDQL]DWLRQDO�JRDO�WKDW�WKHVH�WDVNV�
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KHOS�DFFRPSOLVK��7KH�LQIRUPDWLRQ�H[FKDQJHG�LQ�HDFK�FRQWDFW�SRLQW�LQYROYHG LQ�D�URXWLQH�JLYHV�
ERWK�SDUWQHUV�WR�WKH�FRQWDFW�DQ�LPDJH�RI�WKH�WDVN�DQG�WKH�SHUVSHFWLYH�RI�WKH�RWKHU�SDUWQHU��7R�
LOOXVWUDWH��WKH�OLQH�PDQDJHU�GHVFULEHG�DERYH�DV�SHUIRUPLQJ�KLV�RU�KHU�SDUW�LQ�DQ�RUJDQL]DWLRQDO�
KLULQJ�URXWLQH�FRPHV�LQ�FRQWDFW�ZLWK�RWKHU�RU JDQL]DWLRQDO�PHPEHUV�IURP�WKH�DFFRXQWLQJ�
GHSDUWPHQW��WKH�KXPDQ�UHVRXUFHV�GHSDUWPHQW��DQG�WKH�SXEOLF�UHODWLRQV�GHSDUWPHQW��7KHVH�FRQWDFWV�
LQIRUP�HDFK�RI�WKH�PDQDJHUV�DERXW�WKH�ERXQGDULHV�RI�WKHLU�WDVNV��H[SDQGLQJ�HDFK�RI�WKHLU�
XQGHUVWDQGLQJV�RI�WKH�PXOWLWXGH�RI�WDVNV�SHUIRUPHG�LQ�WKH�RUJDQL]DWLRQ��)XUWKHUPRUH��HDFK�
FRQWDFW�H[SDQGV�WKHLU�XQGHUVWDQGLQJV�RI�WK H�PXOWLSOH�SHUVSHFWLYHV�RQ�WKH�RYHUDOO�RUJDQL]DWLRQDO�
JRDOV��$V�SDUW�RI�WKH�FRQQHFWLRQ�WR�WKH�SXEOLF�UHODWLRQV�GHSDUWPHQW��IRU�H[DPSOH��WKH�OLQH�PDQDJHU�
PD\�OHDUQ�QRYHO�LQIRUPDWLRQ�DERXW�WKH�RUJDQL]DWLRQDO�SXEOLF�UHODWLRQV�HIIRUWV��7KH�SHUVSHFWLYH�
WKDW�LQGLYLGXDO�RUJDQL]DWLRQDO�PHPEHUV�KDYH�RI�WKHLU�RUJDQL]DWLRQ�LV�QDWXUDOO\�OLPLWHG��DQG�WKH�
WDVN�SHUIRUPHG�E\�HDFK�LQGLYLGXDO�LV�EXW�D�VPDOO�HOHPHQW�RI�WKH�RY HUDOO�RUJDQL]DWLRQDO�WDVN��
&RQWDFWV�ZLWK�RWKHU�PHPEHUV�SURYLGH�DQ�RSSRUWXQLW\�WR�H[SDQG�RQH¶V�SHUVSHFW LYH��

7KH�LQIRUPDWLRQ�REWDLQHG�WKURXJK�WKHVH�FRQWDFWV�FDQ�DOVR�KHOSV�FODULI\�RQH ¶V�
XQGHUVWDQGLQJ�RI�WKH�RUJDQL]DWLRQDO�JRDOV�DQG�SULRULWLHV�� )RU�H[DPSOH��RUJDQL]DWLRQV�DUH�OLNHO\�WR�
PDNH�GLIIHUHQW�DOORZDQFHV�IRU�UHFUXLWLQJ�GLIIHUHQW�W\SHV�RI�HPSOR\HHV��DFFR UGLQJ�WR�WKH�FHQWUDOLW\�
RI�WKHVH�HPSOR\HHV�WR�WKH�RUJDQL]DWLRQDO�WDVNV�RU�WKH�SULRULWLHV�DWWULEXWHG�WR�WKHVH�HPSOR\HHV�E\�
WKH�RUJDQL]DWLRQ��3UHFLVH�NQRZOHGJH�DERXW�WKHVH�DOORZDQFHV��KRZHYHU��OLNHO\�UHVWV�ZLWKLQ�WKH�
KXPDQ�UHVRXUFHV�GHSDUWPHQW�UDWKHU�WKDQ�WKH�OLQH�GHSDUWPHQW��$�OLQH�PDQDJHU�LV�OLNHO\�WR�OHDUQ�
DERXW�WKH�GLIIHUHQW�DOORFDWLRQV�DQG�WKH�SULRULWLHV�WKH\�UHSUHVHQW�ZKHQ�KH�RU�VKH�FRQWDF WV�D�
UHFUXLWLQJ�VSHFLDOLVW�IURP�WKH�KXPDQ UHVRXUFHV�GHSDUWPHQW�DV�SDUW�RI�SHUIRUPLQJ�D�KLULQJ�URXWLQH��
/HDUQLQJ�WKDW�WKH�RUJDQL]DWLRQ�DOORZV�ELJJHU�IXQGV�IRU�UHFUXLWLQJ�PDUNHWLQJ�VSHFLDOLVWV�WKDQ�IRU�
UHFUXLWLQJ�UHVHDUFK�DQG�GHYHORSPHQW�VSHFLDOLVWV�FDQ�KHOS FODULI\�WR�D�OLQH�PDQDJHU�WKDW�WKH�
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RUJDQL]DWLRQ�FRQVLGHUV�PDUNHWLQJ�WR�EH�D�KLJKHU�FKDOOHQJH�IDFHG�E\�WKH�RUJDQL]DWLRQ�WKDQ�
UHVHDUFK�DQG�GHYHORSPHQW�

$�VHFRQG�VXEVHW�RI�WKH�EURDG�XQGHUVWDQGLQJV�WKDW�URXWLQHV�DQG�WKH�FRQQHFWLRQV�WKH\�
HPERG\�KHOS�SURGXFH�LV IDU�PRUH�DEVWUDFW��EXW�QRW�OHVV�LPSRUWDQW��3UDWW�DQG�5DIDHOL��������DUJXH�
DQG�LOOXVWUDWH�WKDW�WDQJLEOH�RUJDQL]DWLRQDO�V\PEROV�DUH�YHKLFOHV�WKDW�KHOS�RUJDQL]DWLRQDO�PHPEHUV�
FRPSUHKHQG�WKH�DEVWUDFW�QRWLRQ�RI�RUJDQL]DWLRQDO�LGHQWLW\��,Q�D�VLPLODU�YHLQ��ZH�VX JJHVW�WKDW�WKH�
LQIRUPDWLRQ�SURYLGHG�E\�FRQFUHWH�FRQQHFWLRQV�PDGH�E\�RUJDQL]DWLRQDO�URXWLQHV�KHOS�HVWDEOLVK�
EURDG�DQG�DEVWUDFW�VKDUHG�XQGHUVWDQGLQJV�DPRQJ�RUJDQL]DWLRQDO�PHPEHUV�DERXW�RUJDQL]DWLRQDO�
SRZHU�DQG�RUJDQL]DWLRQDO�LGHQWLW\���
&RQQHFWLRQV�DQG�SRZHU UHODWLRQV

&RQQHFWLRQV�PDGH�WKURXJK�RUJDQL]DWLRQDO�URXWLQHV�FDQ�FODULI\�WR�SHRSOH�LQYROYHG��DV�ZHOO�
DV�WKRVH�QRW�LQYROYHG��LQ�D�URXWLQH�WKH�SRZHU�UHODWLRQV�LQ�RUJDQL]DWLRQV��7KLV�RXWFRPH�RI�URXWLQHV�
LV�IXQGDPHQWDO�WR�RUJDQL]DWLRQDO�SHUIRUPDQFH�EHFDXVH�SRZH U�GLVWULEXWLRQ�LV�FULWLFDO�WR�VRFLDO�DQG�
RUJDQL]DWLRQDO�VWUXFWXUHV��*LGGHQV���������6KDUHG�XQGHUVWDQGLQJV�DERXW�SRZHU�DQG�GRPLQDQFH�
DUH�HVVHQWLDO�IRXQGDWLRQV�RI�VRFLDO�RUGHU��+REEHV�������������DQG�DUH�QHFHVVDU\�WR�WKH�
HIIHFWLYHQHVV�RI�WKH�DEVWUDFW�QRWLRQ�RI�KLHUDUFK\��,QWHUHVWLQJO\��ZKLOH�URXWLQHV�FRQWULEXWH�WR�WKH�
DSSUHFLDWLRQ�DQG�VKDUHG�XQGHUVWDQGLQJ�RI��DQG�WKXV�WR�WKH�FUHDWLRQ�RI�KLHUDUFK\��KLHUDUFK\�DOVR�
LQIOXHQFHV�SDUWLFLSDWLRQ�LQ�DQG�EHKDYLRU�DFFRUGLQJ�WR�RUJDQL]DWLRQDO�URXWLQHV���7KXV�WKH�SURGXFW�
RI�URXWLQHV��VKDUHG�XQGHUVWDQGLQJV�RI�RUJDQL]DWLRQDO� SRZHU�GLVWULEXWLRQV��DOVR�LQIOXHQFHV�WKH�
FRPSOLDQW�SHUIRUPDQFH�RI�URXWLQHV�

6KRWWHU¶V��������GHVFULSWLRQ�RI�URXWLQHV�DW�DQ�DLUFUDIW�IDFWRU\�LOOXVWUDWHV�WKHVH�G\QDPLFV��
6KRWWHU��������[L��QRWHV�

$�WKRXVDQG RU�VR�ZRUNHUV�WURRSHG�LQ�DW������$0�WKURXJK�D�VLQJOH�OLWWOH�GRRU�DW�WKH�EDFN�RI�WKH�IDFWRU\��MRVWOLQJ�DQG�SXVKLQJ�HDFK�RWKHU�WR�PDNH�VXUH�ZH�FORFNHG�LQ�RQ�WLPH��DV�HYHU\�
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PLQXWH�FRVW�XV����PLQXWHV¶�SD\��7KH�VWDII�FDPH�LQ�WKURXJK�ELJ�GRXEOH�GRRUV�DW�WKH�IUR QW��XS�LPSRVLQJ�VWHSV��DW������$�0�,Q�WKLV�FDVH�GLIIHUHQW�URXWLQHV�IRU�FRPLQJ�WR�ZRUN�FUHDWH�FRQQHFWLRQV�DPRQJ�SHRSOH�
LQYROYHG�LQ�WKH�VDPH�URXWLQH��&RQQHFWLRQV�DUH�FUHDWHG�DPRQJ�SHRSOH�RI�VLPLODU�VWDWXV�LQ�WKH�
RUJDQL]DWLRQ��ZKLFK�VHUYHV�WR�SURGXFH�XQGHUVW DQGLQJV�UHJDUGLQJ�VWDWXV�GLIIHUHQFHV�LQ�WKH�
RUJDQL]DWLRQ��DV�ZHOO�DV�WKH�UHVSHFWLYH�LQGLYLGXDO�VWDWXV��7KH�FRQWUDVW�EHWZHHQ�WKH�URXWLQH�RI�
FRPLQJ�WR�ZRUN�RI�WKH�OLQH�ZRUNHUV�DQG�WKDW�RI�WKH�VWDII�LQ�WKLV�RUJDQL]DWLRQ�FUHDWHV�WZR�GLVWLQFW�
JURXSV��IDFLOLWDWLQJ�D�VKDUHG�XQGHUVWDQGLQJ�RI�WZR�GLVWLQFW�FODVVHV��(DFK�LQGLYLGXDO�FRPLQJ�WR�
ZRUN�FRQQHFWV�WR�RWKHUV�ZKR�FRPH�WR�ZRUN�ZLWK�KLP�R U�KHU��OHDUQLQJ�IURP�WKHP�DERXW�WKHLU�RZQ�
VWDWXV��(DFK�LQGLYLGXDO�DOVR�OHDUQV�DERXW�WKH�VWDWXV�RI�RWKHUV�ZKR�DFW�RXW� µWKH�RWKHU¶ YHUVLRQ�RI�WKH�
FRPLQJ�WR�ZRUN�URXWLQH��7KLV�FRQWUDVW�ZDV�EXW�RQH�RI�PDQ\�URXWLQHV�FUHDWLQJ�WKH�VDPH�VKDUHG�
XQGHUVWDQGLQJ�RI�WZR FODVVHV��µXV¶�DQG�µWKHP�¶�DV�LOOXVWUDWHG�E\�6KRWWHU¶V��������[LL��FRQWLQXDWLRQ�

%XW�PRUH�WKDQ�WKDW��µWKH\¶�KDG�WKHLU�OXQFK�RQ�D PH]]DQLQH�IORRU�UDLVHG�ILYH�IHHW�DERYH�µXV¶�LQ�WKH�OXQFK�URRP��µWKH\¶�KDG�ZDLWUHVV�VHUYLFH�DQG�ZKLWH�WDEOHFORWKV���µZH¶�EXWWHUHG VOLFHG�EUHDG�VWUDLJKW�IURP�WKH�SDSHU�SDFNHW�RQ�WKH�)RUPLFD�WRS�RI�WKH�WDEOH�7KXV�LQGLYLGXDOV�FRQQHFWHG�WKURXJK�WKH�VDPH�RUJDQ L]DWLRQDO�URXWLQH�FRPH�WR�GHYHORS�
VKDUHG�XQGHUVWDQGLQJV�DERXW�WKHLU�VWDWXV�LQ�WKH�RUJDQL]DWLRQ��,QGLYLGXDOV�LQYROYHG�LQ�GLVWLQFW�
URXWLQHV��OLQH�YHUVXV�VWDII�ZRUNHUV�LQ�WKH�H[DPSOH��FRPH�WR�GHYHORS�GLIIHUHQW�XQGHUVWDQGLQJV�
�ORZ�YHUVXV�KLJK�VWDWXV����,QGHHG� VWDWXV�GLIIHUHQFH�LV�QRW�RQO\�UHLILHG�WKURXJK�WKHVH�URXWLQHV��EXW�
DOVR�H[SODLQV�RU�HYHQ�EHFRPHV�WKH�UHDVRQ�IRU�WKH�GLIIHUHQFHV�LQ�WKH�URXWLQHV�RI�FRPLQJ�WR�ZRUN�
DQG�HDWLQJ�OXQFK����7KH�VKDUHG�XQGHUVWDQGLQJ�LV�WKDW�WKH�RUJDQL]DWLRQ�FRPSULVHV�SHRSOH�RI�
GLIIHUHQW�VWDWXV��DQG�WKDW�SHRSOH�RI�GLIIHUHQW�VWDWXV�GHVHUYH�GLI IHUHQW�WUHDWPHQWV���2I�FRXUVH��WKH�
GLIIHUHQFHV�GR�QRW�QHHG�WR�EH�VR VWDUN�WR�EH�HIIHFWLYH�DQG��LQ�VRPH�FDVHV��FRQQHFWLRQV�PDGH�E\�
URXWLQHV�FDQ�RSHUDWH�WR�GLPLQLVK�UDWKHU�WKDQ�KHLJKWHQ�VWDWXV�GLII HUHQFHV���%XW�LQ�DOO�FDVHV�VKDUHG�
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XQGHUVWDQGLQJV�DERXW�SRZHU�DQG�VWDWXV�SURGXFHG�E\�URXWLQHV�SOD\�RXW�LQ�D�YDULHW\�RI�RWKHU�
RUJDQL]DWLRQDO�VHWWLQJV�DQG�FDQ�EH�XVHG�WR�SURPRWH�FRQWURO�LQ�WKH�RUJDQL]DWLRQ��:HVWOH\��������
&RQQHFWLRQV�DQG�RUJDQL]DWLRQDO�LGHQWLW\

&RQQHFWLRQV�PDGH�WKURXJK�RUJDQL]DWLRQDO�URXWLQHV�FDQ�DOVR�IDFLOLWDWH�WKH�FUHDWLRQ�RI�D�
VKDUHG�XQGHUVWDQGLQJ�DERXW�RUJDQL]DWLRQDO�LGHQWLW\ ZKLFK�FRQVLVWV�RI�WKH�FRUH�DQG�HQGXULQJ�
DWWULEXWHV�RI�WKH�RUJDQL]DWLRQ��$OEHUW�	�:KHWWRQ����������'XWWRQ�	�'XNHULF K��������VKRZHG�KRZ�
URXWLQHV�IRU�KDQGOLQJ�KRPHOHVV�SHRSOH�LQ�WKH�1<�3RUW�$XWKRULW\�EXLOGLQJV�ERWK�UHIOHFWHG�DQG�
VKDSHG�WKH�FROOHFWLYH�XQGHUVWDQGLQJ�RI�RUJDQL]DWLRQDO�PHPEHUV�UHJDUGLQJ�WKH�LGHQWLW\�RI�WKH�
RUJDQL]DWLRQ��'XWWRQ�	�'XNHULFK�������QRWH�

,QGLYLGXDOV¶�VHQVHV�RI�WKH�3RUW�$XWKRULW\¶V�LGHQWLW\�ZHUH�DVVRFLDWHG�ZLWK�D�VHW�RI�URXWLQHV��RU�VWDQGDUG�SURFHGXUHV�IRU�GHDOLQJ�ZLWK�WKH� LVVXH��ZKRVH�DFWLYDWLRQ�HQJDJHG�ZD\V�RI�GRLQJ�WKLQJV�PHPEHUV�LGHQWLILHG�DV� ³W\SLFDO�RI�WKH�3RUW�$XWKRULW\�´�,QLWLDOO\��RUJDQL]DWLRQDO�URXWLQHV�DW�WKH�3RUW�$XWKRULW\�VXFK�DV�µWKURZLQJ�SHRSOH�RXW�LQ�WKH�
FROG´�������UHIOHFWHG�DQG�VXSSRUWHG�DQ�DVVXPSWLRQ�WKD W�WKH�3RUW�$XWKRULW\�LV�QRW�FRQQHFWHG�WR�WKH�
KRPHOHVV�ZKR�LQKDELWHG�LWV�IDFLOLWLHV��7KLV�DVVXPSWLRQ�OHG�WR�WKH�VKDUHG�XQGHUVWDQ GLQJ�WKDW�WKH�
RUJDQL]DWLRQ�ZDV�µKHDUWOHVV¶�ZKLFK�ZDV�WKRXJKW�E\�PDQDJHPHQW�WR�EH�GDPDJLQJ�WR�WKH�
RUJDQL]DWLRQ���7R�DOOHYLDWH�WKH�GDPDJH�D�QHZ�VHW�RI�RUJDQL]DWLRQDO�URXWLQHV�ZDV�GHYHORSHG��7KHVH�
URXWLQHV�LQFOXGHG�VRFLDO�ZRUNHUV�LQ�PDNLQJ�GHFLVLRQV�DERXW�KRZ WR�KDQGOH�WKH�KRPHOHVV��DQG�
DERXW�KRZ�WR�XVH�3RUW�$XWKRULW\�IDFLOLWLHV�DQG�EXGJHWV��7KHVH�FRQQHFWLRQV�EHWZHHQ�WUDGLWLRQDO�
3RUW�$XWKRULW\�SHUVRQQHO�DQG�VRFLDO�ZRUNHUV�FUHDWHG�D�QHZ�RUJDQL]DWLRQDO�LGHQWLW\��7KH�FKDQJH�
ZDV�VR�H[WUHPH�WKDW�PDQDJHPHQW�EHFDPH�FRQFHUQHG�DERXW�GRLQJ�WRR�PXFK�RQ�WKH�KRPHOHVV�LVVXH�
SURGXFLQJ�D�FRQFHUQ�WKDW�WKH�RUJDQL]DWLRQ�ZDV�VWUD\LQJ�IURP�WKHLU�PDLQ�EXVLQ HVV�RI�WUDQVSRUWDWLRQ�
WRZDUG�EHLQJ�SHUFHLYHG�DV�D�VRFLDO�VHUYLFH��������
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:KR�ZDV�FRQQHFWHG�WKURXJK�WKH�RUJDQL]DWLRQDO�URXWLQHV�DIIHFWHG�WKH�VKDUHG�
XQGHUVWDQGLQJV�DERXW�ZK\�FHUWDLQ�WDVNV�ZHUH�XQGHUWDNHQ���:KHQ�WKH�3RUW�$XWKRULW\�URXWLQHV�
FRQQHFWHG�VRFLDO�ZRUNHUV�WR�WUDGLWLRQDO�3RUW�$XWKRULW\�VWDII��WKH�VKDUHG�XQGHUVWDQGLQJ�RI�WK H�
RUJDQL]DWLRQDO�LGHQWLW\ FKDQJHG�IURP�DQ�RUJDQL]DWLRQ�WKDW�FDUHG�RQO\�DERXW�WKH�SHRSOH�WKH\�
WUDQVSRUWHG�WR�DQ�RUJDQL]DWLRQ�WKDW�DOVR�FDUHG�DERXW�WKH�SHRSOH�ZKR�XVHG�WKHLU�IDFLOLWLHV� IRU�RWKHU�
SXUSRVHV���6XFK�D�FKDQJH�FDQ�DIIHFW�WKH�DFWLRQV�RI�RUJDQL]DWLRQ DO�PHPEHUV�LQ�D�ZLGH�YDULHW\�RI�
WDVNV�XQGHUWDNHQ�IRU�WKH�RUJDQL]DWLRQ���,W�FRXOG�DIIHFW�WKH�ZD\�WUDQVLW�SROLFH�LQWHUDFW�ZLWK�
KRPHOHVV�SHRSOH�DV�ZHOO�DV�ZLWK�SD\LQJ�FXVWRPHUV���,W�FRXOG� DIIHFW�KRZ�WUDQVLW�IDFLOLWLHV�DUH�
GHVLJQHG���,W�FRXOG�HYHQ�DIIHFW�KRZ�W UDQVLW�RSHUDWLRQV�DUH�VFKHGXOHG��H�J���DYRLGLQJ�ZDNLQJ�XS�
SHRSOH�ZKR�VOHHS�LQ�WKH�IDFLOLW\����7KXV��LW�ZDV�LPSRUWDQW�WR�PDQDJHPHQW�WKDW�WKH�XQGHUVWDQGLQJV�
UHVXOWLQJ�IURP�WKH�FRQQHFWLRQV�ZLWK�VRFLDO�ZRUNHUV�QRW�EHFRPH�WKH�SULPDU\�XQGHUVWDQGLQJV��
RYHUULGLQJ�XQGHUVWDQGLQJV�UHVXOWLQJ�IURP�FRQQHFWLRQV�WR�SHRSOH�ZKR�HPSKDVL]H�WKH�
WUDQVSRUWDWLRQ�IXQFWLRQV�RI�WKH�3RUW�$XWKRULW\��

6KDUHG�8QGHUVWDQGLQJV�DQG�$GDSWDELOLW\
6KDUHG�XQGHUVWDQGLQJV�DUH�LPSRUWDQW�WR�RUJDQL]DWLRQV�EHFDXVH�DOWKRXJ K�RUJDQL]DWLRQV�UHO\�

RQ�VLJQLILFDQW�SODQQLQJ�RI�URXWLQHV��WKHUH�LV�DQ�HVVHQWLDO�HOHPHQW�RI�LQWHUSUHWDWLRQ�LQ�
LPSOHPHQWLQJ�RUJDQL]DWLRQDO�URXWLQHV���6HHPLQJO\�URXWLQH�EHKDYLRU�LQ�RUJDQL]DWLRQV�IUHTXHQWO\�
LQYROYHV�KXPDQ�EHLQJV�PDNLQJ�LQWHUSUHWDWLRQV�UHJDUGLQJ�WKH�DSSURSULDWH�DFWLRQV�WR� EH�WDNHQ�LQ�D�
SDUWLFXODU�FRQWH[W��7KLV�LV�ZKDW�KDV�EHHQ�UHIHUUHG�WR�DV� ³QHJRWLDWHG�RUGHU´��'D\�DQG�'D\���������
³SUDFWLFDO�DFWLRQ´��6XFKPDQ������������RU�³VLWXDWHG�DFWLRQ´��6XFKPDQ���� ������6XFK�DFWLRQ��ZH�
KDYH�VXJJHVWHG��LQYROYHV�WZR�OHYHOV�RI�XQGHUVWDQGLQ J��DQ�XQGHUVWDQGLQJ�RI�VSHFLILF�DFWLRQV�WKDW�
ILW�D�SDUWLFXODU�LQVWDQFH�RI�URXWLQH�SHUIRUPDQFH��DQG�DQ�XQGHUVWDQGLQJ�RI�WKH�ODUJHU�RUJDQL]DWLRQDO�
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FRQWH[W�LQ�ZKLFK�WKH�URXWLQH�LV�SHUIRUPHG��7KH�ODWWHU�LQFOXGHV�DQ�XQGHUVWDQGLQJ�RI�WDVNV�DQG�
SHUVSHFWLYHV�RI�RWKHU�RUJDQL]DWLRQDO�PHPEHUV��DQG�DQ�XQGHUVWDQGLQJ�RI�RUJDQL]DWLRQDO�
FKDUDFWHULVWLFV�VXFK�DV��RUJDQL]DWLRQDO�SRZHU�DQG�RUJDQL]DWLRQDO�LGHQWLW\��

6FKHLQ��������HVWDEOLVKHG�WKDW�RUJDQL]DWLRQV�PDLQWDLQ�VKDUHG�XQGHUVWDQGLQJV�UHJDUGLQJ�
RUJDQL]DWLRQDO�YDOXHV��SULRULWLHV��DQG�DVVXPSWLRQV��0DQ\�RWKHU�DXWKRUV�KDYH�OLQNHG�VXFK�
XQGHUVWDQGLQJV�ZLWK�WKH�DFFRPSOLVKPHQW�RI�RUJDQL]DWLRQDO�JRDOV��$GOHU�HW�DO��������0DUFK�DQG�
2OVHQ�������������4XLQQ��������:HLFN��������� �������$�NH\�SDUW�RI�RXU�FRQWULEXWLRQ�LV�WKH�
DUJXPHQW�WKDW�RUJDQL]DWLRQDO�URXWLQHV�FUHDWH�VKDUHG�XQGHUVWDQGLQJV WKURXJK�WKH�FRQQHFWLRQV�WKDW�
WKH\�PDNH�DQG�WKDW�WKHVH�VKDUHG�XQGHUVWDQGLQJV�SOD\�D�UROH LQ�DGDSWDWLRQ���,Q�WKLV�VHFWLRQ�ZH�ZLOO�
GLVFXVV�WKH�UHODWLRQVKLS�EHWZHHQ�WKH�GLIIHUHQW�NLQGV�RI�VKDUHG�XQGHUVWDQ GLQJV�ZH�GHVFULEHG�LQ�WKH�
SUHYLRXV�VHFWLRQ�DQG�WKH�RXWFRPH�RI�DGDSWDELOLW\����:H�ZLOO�DOVR�GLVFXVV�KRZ�WKLV�UHODWLRQVKLS�FDQ�
KHOS�XV�XQGHUVWDQG�KRZ�RUJDQL]DWLRQDO�URXWLQHV�FDQ�SURGXFH�ERWK�VWDELOLW\�DQG�DGDSWDELOLW\�

:H�KDYH�EXLOW�RXU�DQDO\VLV�RQ�WKH�REVHUYDWLRQV�WKDW�SHRSOH�SHUIRUPLQJ�RUJDQL]DWLRQDO�
URXWLQHV�QHFHVVDULO\�LQWHUDFW�ZLWK�RWKHU�SHRSOH���7KLV�HVVHQWLDO�IDFW�UHTXLUHV�IURP�URXWLQH�
SDUWLFLSDQWV�WKH�DELOLW\�WR�OHDUQ�IURP�DQG�DGDSW�WR�RWKHU�SHRSOH��DQG�DOVR�HVWDEOLVKHV�WKH�UHDVRQ�
WKDW�DGDSWDWLRQ�LV�QHFHVVDU\���,Q�VRPH�RI�WKH�H[DPSOHV�ZH�KDYH�XVHG�� DGDSWDWLRQ�LV�QHFHVVDU\�
EHFDXVH�HQYLURQPHQWDO�IDFWRUV�FKDQJH��WKH�ZHDWKHU�FKDQJHV�PDNH�ODQGLQJ DQ�DLUSODQH�PRUH�RU�
OHVV�VDIH��DQG�WKH�QXPEHU�RI�KRPHOHVV�SHRSOH�FKDQJHV�PDNHV�LW�QHFHVVDU\�IRU�WKH�1<�3RUW�
$XWKRULW\�WR�EH�PRUH�RU�OHVV�HQJDJHG�ZLWK�WKLV�LVVXH����%XW�WKH�H[DPSOHV�DOVR�LOOXVWUDWH�WKH�QHHG�WR�
DGDSW�WR�WKH�VWUHQJWKV�DQG�ZHDNQHVVHV�RI�SDUWLFXODU�SDUWLFLSDQWV�LQ�WKH�URXWLQHV����/DQGLQJ�DQ�
DLUSODQH�VDIHO\��IRU�H[DPSOH��ZKHWKHU�RQ�ODQG�RU�RQ�DQ�DLUFUDIW� FDUULHU��GHSHQGV�RQ�ZKDW�
LQIRUPDWLRQ�WKH�SLORWV�FDQ�UHFHLYH�DQG�RQ�WKH�DWWHQWLRQ�WKH\�FDQ�SD\�WR�WKDW�LQIRUPDWLRQ���7KH�
RWKHU�SDUWLFLSDQWV�LQ�WKH�DLUSODQH�ODQGLQJ�URXWLQHV�QHHG�WR�EH�DEOH�WR�ERWK�XQGHUVWDQG�ZKDW�WKH�
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SLORW�NQRZV�DQG�GRHV�QRW�NQRZ�DQG�WR�KHO S�KLP�RU�KHU�DFTXLUH�ZKDWHYHU�HVVHQWLDO�LQIRUPDWLRQ�LV�
PLVVLQJ�

:H�KDYH�LGHQWLILHG�WZR�NLQGV�RI�XQGHUVWDQGLQJV��XQGHUVWDQGLQJV�DERXW�ZK DW�DFWLRQV�ZLOO�
EH�WDNHQ�LQ�D�VSHFLILF�LQVWDQFH�RI�D�URXWLQH�DQG�XQGHUVWDQGLQJV�DERXW�ZK\�WKH�URXWLQH�LV�EHLQJ�
SHUIRUPHG�RU�WKH�SXUSRVH�RI�WKH�URXWLQH��7KH�G\QDPLFV�RI�DGDSWDWLRQ�DUH�GLIIHUHQW�IRU�WKH�WZR�
NLQGV�RI�XQGHUVWDQGLQJV�ZH�KDYH�LGHQWLILHG���%ULHIO\��WKH� µZKDW¶�XQGHUVWDQGLQJV�DIIHFW�WKH�
SDUWLFXODU�DFWLRQV�LQGLYLGXDOV�WDNH�LQ�WKH�VSHFLILF�SHUIRUPDQFH�RI�D�URXWLQH�ZKLOH�WKH� µZK\¶
XQGHUVWDQGLQJV�DIIHFW�WKH�UDQJH�RI�DFWLRQV�WKDW�URXWLQH�SDUWLFLSDQWV�EHOLHYH�DUH�DSSURSULDWH�WR�
FRQVLGHU�WDNLQJ��7KHVH�WZR�HIIHFWV��ZKLOH VHSDUDEOH�FRQFHSWXDOO\��DUH�QRW�VHSDUDWHG�LQ�WKH�
SHUIRUPDQFH�RI�RUJDQL]DWLRQDO�URXWLQHV���$V�WKH�H[DPSOHV�GHVFULEHG�DERYH�LQGLFDWH��
XQGHUVWDQGLQJV�DERXW�ZK\�SHRSOH�SHUIRUP�D�URXWLQH�DQG�ZKDW�DFWLRQV�WKH\�XQGHUWDNH�ZKLOH�
SHUIRUPLQJ�D�URXWLQH�DUH�LQWHU�UHODWHG���6KDUHG�XQGHUVWDQGLQJV�DERXW�VXFK�WKLQJV�DV�SRZHU�DQG�
LGHQWLW\�FDQ�LQIOXHQFH�ZKDW�LQGLYLGXDOV�GR�DV�WKH\�JR�DERXW�SHUIRUPLQJ�YDULRXV�URXWLQHV�DQG�ZKDW�
LQGLYLGXDOV�GR�DV�WKH\�SHUIRUP�VSHFLILF�URXWLQHV�FDQ�LQIOXHQFH�WKH�FROOHFWLYHO\�KHOG�LGHDV�DERXW�
VXFK�WKLQJV�DV�SRZHU�DQG�LGHQWLW\��%HIRUH�GLVFXVVLQJ�WKH�LQWHUDFWLRQ�RI�WKH�WZR�NLQGV�RI�
XQGHUVWDQGLQJV��KRZHYHU��ZH�ILUVW�GLVFXVV�WKH�ZKDW�DQG�ZK\ XQGHUVWDQGLQJV�VHSDUDWHO\�

7KH�ZKDW�XQGHUVWDQGLQJV�DUH�EHVW�H[HPSOLILHG�E\�WKH�IO\LQJ�DQG�DLU�FUDIW�FDUULHU�H[D PSOHV�
ZKHUH�WKH�FRQQHFWLRQV�PDGH�WKURXJK�WKH�RUJDQL]DWLRQDO�URXWLQHV�KHOS�WKH�SHRSOH�SDUWLFLSDWLQJ�LQ�
WKH�URXWLQH�WR�DGDSW�WKH�SHUIRUPDQFH�VR�WKDW�LW�LV�DSSURSULDWH�LQ�WKH�SDUWLFXODU�VLWXDWLRQ��
$GDSWDWLRQ�LV�HVVHQWLDO�WR�SHUIRUPLQJ�WKH�URXWLQH�EHFD XVH�WKH�SDUWLFXODUV�RI�WKH�VLWXDWLRQ�FKDQJH�
IURP�RQH�LWHUDWLRQ�RI�WKH�URXWLQH�WR�DQRWKHU��7KH�FRQQHFWLRQV�SURYLGH�WKH�SHRSOH�HQJDJHG�LQ�WKH�
URXWLQH�ZLWK�LQIRUPDWLRQ�DERXW�KRZ�RWKHUV�DUH�LQWHUSUHWLQJ�WKH�VLWXDWLRQ�DQG�ZKDW�DFWLRQV�WKH\�DUH�
WDNLQJ��
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7KH�ZK\�XQGHUVWDQGLQJV�DOVR�DIIHFW�WKH�VSHFLILF�DFWLRQV�WDNHQ��EXW�LQ�D�GLIIHUHQW�ZD\���7KH�
DGDSWDWLRQV�WKDW�PDNH�VHQVH�LQ�VSHFLILF�URXWLQHV�ZLOO�GHSHQG��LQ�SDUW��RQ�WKH�XQGHUVWDQGLQJV�WKDW�
WKH�LQGLYLGXDOV�SHUIRUPLQJ�WKH�URXWLQH�KDYH�DERXW�WKH�UHDVRQV�IRU�SHUIRUPLQJ�WKH�U RXWLQH��7KXV��
VKDUHG�XQGHUVWDQGLQJV�DERXW�VXFK�WKLQJV�DV�WKH�GLVWULEXWLRQ�RI�SRZHU�DQG�WKH�RUJDQL]DWLRQ ¶V�
LGHQWLW\�DUH�LPSRUWDQW�EHFDXVH�WKH\�LQIOXHQFH�ZKDW�DFWLRQV�DUH�FRQVLGHUHG�DV�RSWLRQV�LQ�
SHUIRUPLQJ�D�URXWLQH���$V�LQGLFDWHG�LQ�WKH�H[DPSOH�RI�WK H�1HZ�<RUN�3RUW�$XWKRULW\�
XQGHUVWDQGLQJV�RI�WKH�ODUJHU�FRQWH[W�LQ�ZKLFK�WKH�RUJDQL]DWLRQDO�URXWLQH�LV�SHUIRUPHG�FDQ�DIIHFW�
ZKDW�DFWLRQV�PDNH�VHQVH�LQ�D�SDUWLFXODU�LQVWDQFH�RI�D�W\SH�RI�URXWLQH�

7KH�UHODWLRQVKLS�EHWZHHQ�WKH�ZK\ XQGHUVWDQGLQJV�DQG�DGDSWDWLRQ�LV�FRPSOH[�IRU�WZR�
UHDVRQV���2QH�LV�WKDW�WKH�VKDUHG�XQGHUVWDQGLQJV�DUH�QRW�RQO\�FUHDWHG�WKURXJK�WKH�FRQQHFWLRQV�WKDW�
RUJDQL]DWLRQDO�URXWLQHV�PDNH�EXW�WKHVH�XQGHUVWDQGLQJV�DOVR�FRQVWUDLQ�DQG�HQDEOH�WKH�DGDSWDWLRQV�
WKDW�DUH�WKLQNDEOH�IRU�IXWXUH�LWHUDWLRQV�R I�WKH�VDPH�URXWLQH���7KXV��DFWLRQV�WDNHQ�LQ�SDVW�KLULQJ�
URXWLQHV�LQIOXHQFH�WKH�DFWLRQV�WKDW�ZLOO�EH�VHHQ�DV�DSSURSULDWH�LQ�FXUUHQW�DQG�IXWXUH�KLULQJ�
URXWLQHV���%XW�WKHUH�LV�DQRWKHU�FRPSOLFDWLRQ�DV�ZHOO����7KH�ODUJHU�FRQWH[W�WKDW�FRQVWUDLQV�DQG�
HQDEOHV�KLULQJ�URXWLQHV�LV�QRW�MXVW�FRQVWLWXWHG�RI�SDVW�SHUIRUPDQFHV�RI�KLULQJ�URXWLQHV���7KLV�ODUJHU�
FRQWH[W�LV�FRQVWLWXWHG�RI�PDQ\�GLIIHUHQW�SHUIRUPDQFHV���6RPH�RI�WKHVH�SHUIRUPDQFHV�DUH�
RUJDQL]DWLRQDO�URXWLQHV�DQG�VRPH�RI�WKH�RUJDQL]DWLRQDO�URXWLQHV�DUH�KLULQJ�URXWLQHV��

$�KLULQJ�URXWLQH�LQ�D�XQLYHUVLW\�VHWWLQJ��IRU�H[DPSOH��ERWK�GHSHQGV�RQ�DQG�SURGXFHV�
DVSHFWV�RI�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�FXOWXUH��VXFK�DV�WKH�GLVWLQFWLRQ�EHWZHHQ�IDFXOW\�DQG�
VWDII��ZKLFK�LV�DOVR�SURGXFHG�WKURXJK�PDQ\�RWKHU�RUJDQL]DWLRQDO�SHUIR UPDQFHV���7KH�GLVWLQFWLRQ�
EHWZHHQ�IDFXOW\�DQG�VWDII��LQ�WXUQ��DIIHFWV�VRPH�RI�WKH�DGDSWDWLRQV�WR�KLULQJ�URXWLQHV�DQG�RWKHU�
RUJDQL]DWLRQDO�URXWLQHV�WKDW�DUH�WKLQNDEOH�DQG�ZRUNDEOH�DV�ZHOO�DV�ZKDW�D�SDUWLFXODU�DGDSWDWLRQ�
PHDQV��:KHQ�KLULQJ�IDFXOW\�PHPEHUV��IRU�LQ VWDQFH��VWDII�PHPEHUV�JHQHUDOO\�SHUIRUP�WKH�
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EDFNVWDJH�RSHUDWLRQV�DQG�IDFXOW\�PHPEHUV�PDNH�WKH�ILQDO�GHFLVLRQV���7KH�ERXQGDU\�EHWZHHQ�
WKHVH�WZR�LV�LPSRUWDQW��EXW�JUD\�DUHDV�DERXQG���+RZ�PXFK�FRQWURO�RYHU�WKH�DGYHUWLVLQJ�SURFHVV�
VKRXOG�VWDII�PHPEHUV�KDYH"��+RZ�GRHV�WKH�XVH�RI�KHDGKXQWHUV�LQIOXHQFH�WKH�EDODQFH�EHWZHHQ�
VXSSRUW�ZRUN�DQG�GHFLVLRQ�PDNLQJ"��+RZ�PXFK�VFUHHQLQJ�FDQ�EH�GRQH�E\�VWDII�PHPEHUV�ZLWKRXW�
EHFRPLQJ�D�PDMRU�GHWHUPLQDQW�RI�WKH�ILQDO�GHFLVLRQ"� ,Q�YDULRXV�FLUFXPVWDQFHV��WKHUH�PD\�EH�
SUHVVXUH�WR LQFUHDVH�WKH�UROH�VWDII�PHPEHUV�SOD\�� 7KH�WKLQNDEOH�RU�ZRUNDEOH�UHVSRQVHV�WR�WKHVH�
FLUFXPVWDQFHV�DUH�LQIOXHQFHG�E\�VKDUHG�XQGHUVWDQGLQJV�UHSURGXFHG�WKURXJK�WKH�KLULQJ�URXWLQH�DV�
ZHOO�DV�WKURXJK�RWKHU�RUJDQL]DWLRQDO�SHUIRUPDQFHV���

2QH�ZD\�WR�WKLQN�DERXW WKH�ZD\V�LQ�ZKLFK�ZKDW DQG�ZK\�XQGHUVWDQGLQJV�GLIIHU�LV�WR�ORFDWH�
WKHLU�HIIHFWV�DW�GLIIHUHQW�OHYHOV�RI�FRQFHSWXDOL]DWLRQ��:H�FDQ�FRQFHSWXDOL]H�WKHVH�OHYHOV�DV�PLFUR�
DQG�PDFUR��ZKHUH�PLFUR�UHIHUV�WR�LQGLYLGXDOV�DQG�WKHLU�LQWHUDFWLRQV�DQG�PDFUR�UHIHUV�WR�VR FLDO�
VWUXFWXUH�DQG�FXOWXUH��:LOH\������������ 8QGHUVWDQGLQJV�DERXW�ZKDW�DFWLRQV�QHHG�WR�EH�WDNHQ�
RSHUDWH�SULPDULO\�DW�WKH�PLFUR�OHYHO��LQIOXHQFLQJ�VSHFLILF�DFWLRQV�DQG�LQWHUDFWLRQV�LQ�VSHFLILF�
SHUIRUPDQFHV�RI�D�URXWLQH���8QGHUVWDQGLQJV�DERXW�ZK\�DFWLR QV�QHHG�WR�EH�XQGHUWDNHQ�FRPH�IURP�
WKH�PDFUR�OHYHO�WKDW�FRQVLVWV�RI�DEVWUDFW�XQGHUVWDQGLQJV�RI�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�
FXOWXUH��7KXV��ZH�VHH�WKDW�URXWLQHV��OLNH�PDQ\�RWKHU�RUJDQL]DWLRQDO�SKHQRPHQD��RSHUDWH�DW�ERWK�
WKH�PLFUR�DQG�WKH�PDFUR�OHYHOV��5RXVVHDX��������+RXVH��5RXVVHDX�DQG�7KRPDV�+XQW���������
:KHQ�ZH�VD\�WKDW�RUJDQL]DWLRQDO�URXWLQHV�RSHUDWH�DW�HDFK�RI�WKHVH�OHYHOV��PRUHRYHU��ZH�DUH�QRW�
MXVW�FDOOLQJ�VRPHWKLQJ�WKDW�H[LVWV�DW�GLIIHUHQW�OHYHOV�E\�WKH�VDPH�QDPH���:H�DUH�DOVR�VD\LQJ�WKDW�
WKH�GLIIHUHQW OHYHOV�LQIOXHQFH�RQH�DQRWKHU�RU�HPHUJH�IURP�RQH�DQRWKHU�DQG��LQGHHG��FDQ�EH�
VHSDUDWHG�RQO\�WKHRUHWLFDOO\��:LOH\��������

7KH�PXWXDO�LQIOXHQFH�RI�WKH�PLFUR�DQG�PDFUR�OHYHOV�ZLWK�UHVSHFW�WR�RUJDQL]DWLRQDO�
URXWLQHV�LV�LOOXVWUDWHG�LQ�)LJXUH�����7KH�ILJXUH�GHSL FWV�WZR�OHYHOV�DW�ZKLFK�RUJDQL]DWLRQDO�URXWLQHV�
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RSHUDWH��7KH�ORZHU�OHYHO�LV�WKH�PLFUR�OHYHO�DQG�FRQVLVWV�RI�WKH�VSHFLILF��REVHUYDEOH�SHUIRUPDQFH�
RI�D�URXWLQH���7KLV�OHYHO�UHIHUV�WR�WKH�DFWLRQV�DQG�LQWHUDFWLRQV�LQYROYHG�LQ�HQDFWLQJ�D�VSHFLILF�
LQVWDQFH�RI�URXWLQH���,W�DIIHFWV�DQG�LV�DIIHFWHG�E\�D�PDFUR�OHYHO�WKDW�FRQVLVWV�RI�WKH�XQGHUVWDQGLQJV�
DERXW�RUJDQL]DWLRQDO�VWUXFWXUH�DQG�FXOWXUH���,QFOXGHG�LQ�WKLV�PDFUR �OHYHO�DUH�WKH�XQGHUVWDQGLQJV�
DERXW�D�W\SH�RI�URXWLQH��VXFK�DV�D�KLULQJ�URXWLQH���7KXV��WKH�JHQ HUDOL]HG�RU�DEVWUDFW�KLULQJ�URXWLQH�
�RU�EXGJHWLQJ�URXWLQH��RU�DQ\�RWKHU�W\SH�RI�URXWLQH��LV�FRQFHSWXDOL]HG�KHUH�DV�SDUW�RI�WKH�
RUJDQL]DWLRQDO�VWUXFWXUH�RU�FXOWXUH��7KH�LGHDV�WKDW�FRQVWLWXWH�WKLV�OHYHO�FDQ�H[LVW�RQ�SDSHU�RU�LQ�WKH�
PLQGV�RI�SHRSOH� 7KLV�OHYHO��KRZHYHU��GRHV�QRW�UHSUHVHQW�WKH�REVHUYDEOH�SHUIRUPDQFH�RI�DQ�
RUJDQL]DWLRQDO�URXWLQH���(DFK�RI�WKH�DVSHFWV�RI�RUJDQL]DWLRQV�FRQWDLQHG�LQ�WKH�ODUJH�ER[�RI�)LJXUH�
��LQIOXHQFH�WKH�VSHFLILF�SHUIRUPDQFH�RI�D�URXWLQH��$�VSHFLILF�LQVWDQFH�RI�KLULQJ��IRU�H[DPSOH��
QHHGV�WR�KDYH�SDUWLFXODU�IHDWXUHV�ERWK�EHFDXVH�LW�LV�D� ³KLULQJ�URXWLQH´�DQG�DOVR�EHFDXVH�ZH�DUH�D�
³UHVHDUFK�XQLYHUVLW\´�RU�D�³KLJK�WHFK�ILUP´�RU�D�³JRYHUQPHQW�RUJDQL]DWLRQ�´�

,QVHUW�)LJXUH���+HUH
7KH�LQWHUDFWLRQV�EHWZHHQ�WKH�WZR�OHYHOV�DUH�QRW�RQH �VLGHG�DV�LQGLFDWHG�E\�WKH�GRXEOH�

KHDGHG�DUURZV���,QGHHG��WKH�DFWLRQV�RI�LQGLYLGXDOV�DV�WKH\�HQJDJH�LQ�VSHFLILF�SHUIRUPDQFHV�RI�D�
URXWLQH�FUHDWH�DQG�UHFUHDWH�FRQVWUXFWV�RI�ERWK�W\SHV�RI�URXWLQHV�DQG�RI�WKH�RUJDQL]DWLRQDO�VWUXFWXUH�
DQG�FXOWXUH�DV�D�ZKROH�DW�WKH�VDPH�WLPH�WKDW�WKHVH�FRQVWUXFWV�FRQVWUDLQ�DQG�HQDEOH�WKH�DFWLRQV�RI�
LQGLYLGXDOV��*LGGHQV��������%RXUGLHX����������7KH�FRQQHFWLRQV�PD\�RYHUODS�DQG�WKH�VKDUHG�
XQGHUVWDQGLQJV�PD\�FRQYHUJH�RU�FRQIOLFW��
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6WDELOLW\�DQG�$GDSWDELOLW\
8S�WR�QRZ�ZH�KDYH�IRFXVHG�RQ�WKH�HIIHFW�WKDW�WKH�FRQQHFWLRQV�RUJDQL]DWLRQDO�URXWLQHV�

PDNH�DQG�WKH�VKDUHG�XQGHUVWDQGLQJV�WKHVH�FRQQHFWLRQV�KHOS�WR�JHQHUDWH�KDYH�RQ�WKH�DELOLW\�WR�
DGDSW���$V�VXJJHVWHG�LQ�WKH�LQWURGXFWLRQ��KRZHYHU��SDUW�RI�ZKDW�LV�LQWHUHVWLQJ�DERXW�RUJDQL]DWLRQDO�
URXWLQHV�LV WKDW�WKH\�DOVR�SURGXFH�VWDELOLW\���,Q�WKLV�VXEVHFWLRQ��ZH�GLVFXVV�KRZ�ERWK�FRQQHFWLRQV�
DQG�WKH�XQGHUVWDQGLQJV�WKH\�JHQHUDWH�DIIHFW�WKLV�GXDO�TXDOLW\�RI�RUJDQL]DWLRQDO�URXWLQHV�

)LUVW��FRQQHFWLRQV�WKHPVHOYHV�FDQ�SURGXFH�ERWK�VWDELOLW\� DQG WKH�DELOLW\�WR�DGDSW���7KH�
PHWDSKRU�RI�EDOOURRP�GDQFH�FDQ�KHOS�WR�LOOXVWUDWH�ZKDW�LW�PHDQV�IRU�FRQQHFWLRQV�WR�HQDEOH�ERWK�
VWDELOLW\�DQG�DGDSWDELOLW\��,Q�VXFK�GDQFHV�LQGLYLGXDO�DFWLRQV�DUH�VFULSWHG��EXW�QRW�WR�WKH�SRLQW�RI�
LQIOH[LELOLW\��7KH�GDQFH�VSHFLILHV�ZKLFK�FRQQHFWLRQ V�ZLOO�EH�PDGH��ZKHQ�DQG�KRZ�� 'DQFLQJ�
UHTXLUHV�DGDSWLQJ�WR�WKH�FRQWH[W��LV�WKHUH�DQ�REMHFW�LQ�WKH�PLGGOH�RI�WKH�GDQFH�IORRU"�DUH�\RX�
JRLQJ�WR�EXPS�LQWR�WKH�RWKHU�GDQFHUV"��DQG�WR�YDULDELOLW\�LQ�WKH�EHKDYLRUV�RI�SDUWLFLSDQWV��LV�P\�
SDUWQHU�QHDU�RU�IDU��RQ WHPSR�RU�QRW"����7KH�FRQQHFWLRQ�EHWZHHQ�WKH�WZR�ERGLHV�HQDEOHV�WKH�
GDQFHUV�WR�FRPPXQLFDWH�ZLWK�RQH�DQRWKHU�DQG�DGMXVW�WR�WKH�FRQWH[W���7KH�UHVXOWLQJ�EHKDYLRU�ZLOO�
EH�VLPLODU�LQ�PDQ\�ZD\V�EXW�LV�XQOLNHO\�WR�EH�UHSHDWHG�H[DFWO\���6RPH�YDULDWLRQV�DUH�OLNHO\�
EHFDXVH�LQGLYLGXDOV�QHHG�WR�DGDSW�WR�RWKHU�LQGLYLGXDOV�WR�ZKRP�WKH\�DUH�FRQQHFWHG�WKURXJK�WKH�
URXWLQH�DQG�WR�WKH�FRQWH[W�LQ�ZKLFK�WKH\�SHUIRUP�WKH�URXWLQH���7DNLQJ�DFWLRQ�LQ�DQ�RUJDQL]DWLRQDO�
URXWLQH�LV�YHU\�VLPLODU��WKRXJK�WKH�FRQQHFWLRQ�LV�QRW�XVXDOO\�GL UHFW�ERGLO\�FRQWDFW��EXW�VRPH�RWKHU�
IRUP�RI�FRPPXQLFDWLRQ��

7KH�FRQQHFWLRQV�WKDW�HQDEOH�ERWK�VWDELOLW\�DQG�DGDSWDELOLW\�DUH�QRW�MXVW�EHWZHHQ�
LQGLYLGXDOV�EXW�DOVR�DPRQJ�LQGLYLGXDOV�LQ�D�FROOHFWLYLW\���$JDLQ��WKH�GDQFH�PHWDSKRU�PD\�EH�
XVHIXO���,Q�VRPH�GDQFHV �VTXDUH�GDQFH�FRPHV�WR�PLQG��QRW�RQO\�GRHV�WKH�URXWLQH�LQYROYH�
SHUIRUPDQFH�RI�VSHFLILF�VWHSV�LQ�FRQMXQFWLRQ�ZLWK�RQH ¶V�SDUWQHU��EXW�DOVR�WKH�FUHDWLRQ�RI�D�
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IRUPDWLRQ�ZLWK�PXOWLSOH�RWKHU�GDQFHUV���7KXV��LQ�D�VTXDUH�GDQFH�HYHU\�SDLU�RI�GDQFHUV�DOVR�QHH GV�
WR�EH�DZDUH�RI�ZKDW�LW�PHDQV�WR�FUHDWH�D�VTXDUH�ZLWK���RWKHU�GDQFHUV���$O O���SHRSOH�LQ�D�VTXDUH�
DOVR�QHHG�WR�EH�PLQGIXO�RI�ZKDW�LW�PHDQV�WR�EH�RQH�RI�PDQ\�GLVWLQFW�VTXDUHV�RFFXS\LQJ�GLIIHUHQW�
ORFDWLRQV�RQ�WKH�GDQFH�IORRU���6LPLODUO\��RUJDQL]DWLRQDO�URXW LQHV�KHOS�WR�GHILQH�WKH�FROOHFWLYLW\�WR�
ZKLFK�SDUWLFLSDQWV�EHORQJ�DQG�WKLV�FROOHFWLYLW\�KHOSV�WR�GHILQH�WKH�DFWLRQV�WKDW�DUH�DSSURSULDWH�
ERWK�WR�PDLQWDLQ�WKH�FROOHFWLYLW\�DQG�WR�DGDSW�DV�DSSURSULDWH�ZKHQ�QHFHVVDU\�

7KH�XQGHUVWDQGLQJV�WKDW�FRQQHFWLRQV�UHTXLUHG�E\ RUJDQL]DWLRQDO�URXWLQHV�PDNH�DOVR�KHOS�
WR�SURGXFH�DIIHFW�ERWK�VWDELOLW\�DQG�DGDSWDELOLW\���+HUH�WKH�GXDO�TXDOLW\�RI�VWDELOLW\�DQG�
DGDSWDELOLW\�LV�SURGXFHG�LQ�SDUW�WKURXJK�WKH�GLIIHUHQW�DIIHFWV�RI�WKH�PLFUR � DQG�PDFUR�OHYHO�
XQGHUVWDQGLQJV���0LFUR�OHYHO�XQGHUVWDQGLQJV�QHHG�WR�FKDQJH�UDSLGO\�LQ�RUGHU�WR�DGDSW�WR�WKH�
VSHFLILF�FLUFXPVWDQFHV�RI�HDFK�SHUIRUPDQFH���7KH�PDFUR �OHYHO�XQGHUVWDQGLQJV�DUH�DW�D�KLJKHU�
OHYHO�RI�DEVWUDFWLRQ��/DWRXU����������7KH\�PXVW�EH�VXSSRUWHG�E\�DQG�FDQ��RYHU�WLPH��EH�DOWHUHG�E\�
DFWLRQV�DW�WKH�PLFUR�OHYHO��*LGGHQV��������:HLFN��������� %HFDXVH�RI�WKH�OHYHO�RI�DEVWUDFWLRQ�DW�
ZKLFK�WKH\�RSHUDWH��KRZHYHU��WKH\�FKDQJH�PRUH�VORZO\�WKDQ�WKH�PLFUR �OHYHO�XQGHUVWDQGLQJV�
GHYHORSHG LQ�HDFK�LQVWDQFH�RI�SHUIRUPLQJ�D�URXWLQH��7KH�PDFUR�XQGHUVWDQGLQJV��WKHUHIRUH��DUH�
OHVV�DGDSWDEOH�WR�SDUWLFXODU�FLUFXPVWDQFHV�WKDQ�WKRVH�DW�WKH�ORZHU�OHYHOV��DQG�DUH�PRUH�OLNHO\�WR�
DSSHDU�WR�EH�VWDEOH��&RQFOXVLRQV�DERXW�VWDELOLW\�DQG�DG DSWDELOLW\��WKHUHIRUH��ZLOO�GHSHQG�RQ�WKH�
OHYHO�RI�REVHUYDWLRQ���5HVHDUFKHUV�ZKR�REVHUYH�VSHFLILF�SHUIRUPDQFHV�RI�D�URXWLQH�ZLOO�EH�PRUH�
OLNHO\�WR�REVHUYH�DGDSWDWLRQ�WKDQ�WKRVH�ZKR�IRFXV�RQ�LGHDV�DERXW�D�W\SH�RI�URXWLQH��)HOGPDQ�DQG�
3HQWODQG��������3HQWODQG�DQG�5XHWHU������� ��� $V�URXWLQHV�H[LVW�DW�PXOWLSOH�OHYHOV��KRZHYHU��WKH\�
DUH�ERWK�VWDEOH�DQG�DGDSWDEOH�DW�WKH�VDPH�WLPH��
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,PSOLFDWLRQV
2XU�DQDO\VLV�SURYLGHV�WKH�EDVLV�IRU�D�QHZ�DSSURDFK�WR�WKLQNLQJ�DERXW�RUJDQL]DWLRQDO�

URXWLQHV��7KH�DSSURDFK�HPSKDVL]HV�WKH�SURFHVV�RI�WKH�URXWLQH�DV�ZHOO�DV�WKH�RXWFRPH��:KLOH�WDVN�
UHODWHG�RXWFRPHV�RI�URXWLQHV�DUH�FOHDUO\�LPSRUWDQW��WKH\�PD\�YDU\�IURP�RQH�LWHUDWLRQ�RI�WKH�
URXWLQH�WR�DQRWKHU�DQG�GLIIHUHQW�RXWFRPHV�PD\�EH�DSSURSULDWH�LQ�GLIIHUHQW�FLUFXPVWDQFHV���7KH�
SURFHVV�RI�WKH�URXWLQH��DV�UHSUHVHQWHG�E\�WKH�UHODWLRQVKLS�EHWZHHQ�FRQQHFWLRQV�DQG�
XQGHUVWDQGLQJV��LV�LPSRUWDQW�WR�ZKHWKHU�WKH�RXWFRPH�FDQ�EH�DGDSWHG�VR�WKDW�WKH�RXWFRPHV�DUH�
DSSURSULDWH�DV�FLUFXPVWDQFHV�FKDQJH���

0RUHRYHU��LQ�VRPH�FDVHV�URXWLQHV�PD\�QRW�FRQWU LEXWH�WR�WKH�DFFRPSOLVKPHQW�RI�
LPPHGLDWH�WDVNV��EXW�VWLOO�FUHDWH�FRQQHFWLRQV�DQG�VKDUHG�XQGHUVWDQGLQJV�WKDW�DUH�GHVLUDEOH��
&RQQHFWLRQV�DQG�VKDUHG�XQGHUVWDQGLQJV�DUH�WKH�FHQWUDO�WHQDQWV�RI�RUJDQL]DWLRQV��:LWKRXW�
FRQQHFWLRQV�DQG�VKDUHG�XQGHUVWDQGLQJV�DPRQJ�L QGLYLGXDOV�RUJDQL]DWLRQV�GR�QRW�H[LVW��6DQGHODQGV�
DQG�6WDEOHLQ��������6LPRQ��������:HLFN���������������2XU�DQDO\VLV�VXJJHVWV�WKDW�RUJDQL]DWLRQDO�
URXWLQHV�DUH�RQH�PHDQV�WKURXJK�ZKLFK�VXFK�VRFLDO�DOOLDQFHV�DUH�IRUPHG��7KLV�VXJJHVWV�WKDW�WLPH�
DQG�HIIRUW�LQYHVWHG�LQ�DQ�RUJDQL]DWLRQDO�URXWLQH�PD\�EH�ZHOO�VSHQW�RQO\�EHFDXVH�RI�WKH�
FRQQHFWLRQV�WKH�URXWLQH�JHQHUDWHV�

(YDOXDWLRQV�RI�RUJDQL]DWLRQDO�URXWLQHV��WKHUHIRUH��VKRXOG�FRQVLG HU�WKH�FRQQHFWLRQV�D�
URXWLQH�SURGXFHV�DQG�WKH�VKDUHG�XQGHUVWDQGLQJV�WKHVH�FRQQHFWLRQV� EULQJ�DERXW�LQ�DGGLWLRQ�WR�WKH�
WDVN�RXWFRPHV�RI�D�URXWLQH���(YDOXDWLQJ�D�URXWLQH�E\�WKH�FRQQHFWLRQV�DQG�VKDUHG�XQGHUVWDQGLQJ�LW�
SURGXFHV�PD\��KRZHYHU��UHTXLUH�D�VKLIW�LQ�WLPH�IUDPH��7KHUH�PD\�EH�D�JDS�LQ�WLPH�EHWZHHQ�WKH�
SDUWLFXODU�LQVWDQFH�RI�D�URXWLQH�DQG�WKH�UHFRJQLWLRQ�RI�FRQQHFWLRQV�E\�SDUWLFLSDQWV�RU�WKH�
GHYHORSPHQW�RI�VKDUHG�XQGHUVWDQGLQJV�DPRQJ SDUWLFLSDQWV���7KLV�PD\�EH�ZK\�URXWLQHV�WKDW�GR�QRW�
OHDG�WR�WKH�DFFRPSOLVKPHQW�RI�LPPHGLDWH�WDVNV�DUH�FRQVLGHUHG�E\�SDUWLFLSDQWV�WR�EH�D�ZDVWH�RI�
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WLPH��6FKZDUW]PDQ��������PDNHV�WKLV�DUJXPHQW��IRU�H[DPSOH��DERXW�PHHWLQJV�ZKHUH�PDQ\�
FRQQHFWLRQV�DUH�PDGH�DQG�VKDUHG�XQGHUVWDQGLQJV�DUH�GHYHORSHG��EXW�IHZ�FRQFUHWH�JRDOV�DUH�PHW�

(YDOXDWLRQ�HIIRUWV�WKDW�GUDZ�RQ�WKH�SHUVSHFWLYH�ZH�KDYH�GHYHORSHG�VKRXOG�ILUVW�FRQVLGHU�
ZKR�LV�FRQQHFWHG�WKURXJK�DQ�RUJDQL]DWLRQDO�URXWLQH��'LIIHUHQW�FRQQHFWLRQV�FDQ�EH�EURXJKW�DERXW�
WKURXJK�GLIIHUHQW�RUJDQL]DWLRQDO�URXWLQHV�DQG�VRPH�RI�WKHVH�FRQQHFWLRQV�PD\�EH�PRUH�XVHIXO�WKDQ�
RWKHUV���$�WDVN�SHUIRUPDQFH�IRFXV�ZRXOG�DVN�ZKHWKHU�WKHVH�DUH�WKH DSSURSULDWH�SHRSOH�IRU�
DFFRPSOLVKLQJ�WKH�ZRUN�WKDW�QHHGV�WR�EH�GRQH��$�FRQQHFWLRQV�DQG�VKDUHG�XQGHUVWDQGLQJ�IRFXV�
ZRXOG�DVN�ZKHWKHU�D�SDUWLFXODU�VHW�RI�FRQQHFWLRQV�SURGXFHV�XQGHUVWDQGLQJV�WKDW�DUH�XVHIXO�IRU WKH�
RUJDQL]DWLRQ�DQG�HQDEOHV�SDUWLFLSDQWV�LQ�URXWLQHV�WR�PDNH�DSSURSULDWH�DGDSWDWLRQV�WR�SDUWLFXODU�
FLUFXPVWDQFHV���,Q�WKH�SXEOLF�VHFWRU��IRU�LQVWDQFH��PDQDJHUV�QHHG�WR�FRQQHFW�WR�EURDG�QHWZRUNV�RI�
LQGLYLGXDOV�DQG�JURXSV�ZKRVH�ZRUN�DGGUHVVHV�WKH�VDPH�VHWV�RI�SUREOHPV��/LJKW��������5REHUWV�
DQG�.LQJ��������� 7KH�URXWLQHV�WKH\�KDYH�LQ�SODFH��KRZHYHU��RIWHQ�FRQQHFW�RQO\�SHRSOH�ZLWKLQ�
WKH�RUJDQL]DWLRQDO�ERXQGDULHV��6XFK�URXWLQHV�DSSHDU�LQHIIHFWLYH�IURP�RXU�SHUVSHFWLYH��

(YDOXDWLQJ�URXWLQHV�WKURXJK�WKH�FRQQHFWLRQV�WKH\�PDNH�DQG�ZKHWKHU�WKH�FRQQHFWLRQV�DUH�
XVHIXO�IRU�DFFRPSOLVKLQJ�WKH�ZRUN�RI�WKH�RUJDQL]DWLRQ�FDQ�EH�SDUWLFXODUO\�KHOSIXO�ZKHQ�URXWLQHV�
FRQQHFW�SHRSOH�ZKR�PLJKW�QRW�RWKHUZLVH�KDYH�RSSRUWXQLWLHV�WR�FRQQHFW���3HRSOH� LQ�GLIIHUHQW�SDUWV�
RI�RUJDQL]DWLRQV�DQG�LQ�GLIIHUHQW�RUJDQL]DWLRQV�ZKR�UHTXLUH�WKH� VXSSRUW�RI�RQH�DQRWKHU�GR�QRW�
DOZD\V�KDYH�FRQQHFWLRQV�WR�RQH�DQRWKHU���%XW�LQ�PDQ\�FDVHV�VXFK�SHRSOH�FDQ�EHQHILW�IURP�D�
EHWWHU�VHQVH�RI�FRQQHFWLRQ�DQG�EHWWHU�GHYHORSHG�VKDUHG�XQGHUVWDQGLQJV���

)RU�LQVWDQFH��SROLFH�RIILFHUV�DQG�SURVHFXWRUV�QHHG�WR�PDLQWDLQ�V KDUHG�XQGHUVWDQGLQJV�
DERXW�KRZ�WR�PDLQWDLQ�VRFLDO�RUGHU��1HLWKHU�FDQ�EULQJ�DERXW�VRFLDO�RUGHU�LQGHSHQGHQW�RI�WKH�RWKHU�
JURXS���3ROLFH�RIILFHUV�QHHG�WR�SURGXFH�OHJDOO\�YDOLG�UHSRUWV�LQ�RUGHU�IRU�SURVHFXWRUV�WR�EH�
HIIHFWLYH�LQ�WKHLU�ZRUN��DQG�SROLFH�RIILFHUV UHO\�RQ�SURVHFXWRUV�WR�FRPSOHWH�WKH�MRE�RI�NHHSLQJ�
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FULPLQDOV�RII�WKH�VWUHHWV���5RXWLQHV�WKDW�FRQQHFW�WKH�WZR�JURXSV�FDQ�KHOS�LI�WKH\�SURYLGH�SROL FH�
RIILFHUV�DQG�SURVHFXWRUV�ZLWK�RSSRUWXQLWLHV�WR�GHYHORS�VKDUHG�XQGHUVWDQGLQJV�DERXW�WKH�
FRQVWUDLQWV�RI�WKHLU ZRUN�DQG�DERXW�KRZ�WKH\�FDQ�ZRUN�WRJHWKHU�WR�DFFRPSOLVK�VRFLDO�RUGHU��

7KXV��FRQQHFWLRQV�FUHDWHG�E\�URXWLQHV�DUH�QRW�DOZD\V�DPRQJ�SHRSOH�ZKR�DUH�IRUPDOO\�
HPSOR\HG�E\�WKH�VDPH�RUJDQL]DWLRQ��3ROLFH�RIILFHUV�DQG�SU RVHFXWRUV��IRU�H[DPSOH��DUH�IRUPDOO\�
HPSOR\HHV�RI�GLIIHUHQW�RUJDQL]DWLRQV��5RXWLQHV�WKDW�FRQQHFW�WKHVH�WZR�JURXSV��KRZHYHU��PD\�
JLYH�PHPEHUV�RI�ERWK�JURXSV�D�VHQVH�RI�FRQQHFWLRQ�WR�HDFK�RWKHU��DQG�D�EURDGHU�FRQQHFWLRQ�WR�
WKH�FRPPXQLW\�RI�SHRSOH�ZKR�PDLQWDLQ�VRFLDO�RUGHU���7KH�HYDOXDWLRQ�RI�VXFK�URXW LQHV�VKRXOG�
IRFXV�RQ�WKH�FRQWULEXWLRQ�RI�WKH�URXWLQH�WR�WKH�PDLQWHQDQFH�RI�VRFLDO�RUGHU�LQ�DGGLWLRQ�WR�WKH�
VSHFLILF�WDVNV�WKDW�WKH�URXWLQH�SHUIRUPV�IRU�WKH�RUJDQL]DWLRQ�

$QRWKHU�LVVXH�WKDW�QHHGV�WR�EH�FRQVLGHUHG�LV�WKH�PHGLXP�RI�WKH�FRQQHFWLRQ���,Q�PDQ\�
RUJDQL]DWLRQDO�URXWLQHV�WKH�FRQQHFWLRQV�DPRQJ�SHRSOH�DUH�SULPDULO\�IDFH�WR�IDFH��D�PHGLXP�WKDW�
SURYLGHV�WKH�VWURQJHVW�EDVLV�IRU�WKH�H[FKDQJH�RI�LQIRUPDWLRQ��'DIW�DQG�/HQJHO����������<HW�QRW�DOO�
FRQQHFWLRQV�PDGH�E\�RUJDQL]DWLRQDO�URXWLQHV� DUH�IDFH�WR�IDFH��,Q IDFW��SHUIRUPDQFHV�PD\�EH�
JHRJUDSKLFDOO\�DQG�RU�WHPSRUDOO\�GLVWDQW���0RUH�DQG�PRUH�FRQQHFWLRQV�PD\�WDNH�SODFH�WKURXJK�
HOHFWURQLF�PHGLD�WKDW�IDFLOLWDWH�DV\QFKURQRXV�FRPPXQLFDWLRQ��6SURXOO�DQG�.LHVOHU����������6RPH�
DXWKRUV�LOOXVWUDWH�KRZ�URXWLQHV�WKDW�UHO\� RQ�DV\QFKURQRXV�FRQQHFWLRQV�FDQ�IDFLOLWDWH�
DFFRPSOLVKPHQW�RI�RUJDQL]DWLRQDO�JRDOV��5DIDHOL�DQG�6XGZHHNV����������%XW�RWKHUV�KDYH�
VXJJHVWHG�WKDW�V\QFKURQRXV�PHHWLQJV�DUH�HVVHQWLDO�WR�WKH�FUHDWLRQ�RI�VKDUHG�XQGHUVWDQGLQJV�
�=DFN��������6DUEDXJK�7KRPSVRQ�DQG�)HOGPDQ��������6FKZDUW]PDQ���������7KH�LQIOXHQFH�RI�
WKH�PHGLXP�XVHG�WR�FRQQHFW�SDUWLFLSDQWV�LQ�RUJDQL]DWLRQDO�URXWLQHV�LV�DQ�DUHD�IRU�IXWXUH�UHVHDUFK�

$�WKLUG�FULWLFDO�LVVXH�WR�EH�HYDOXDWHG�LV�WKH�XQGHUVWDQGLQJV�JHQHUDWHG�WKURXJK�YDULRXV�
FRQQHFWLRQV���6RPH�FRQQHFWLRQV�PD\�SURYLGH�VKDUHG�XQGHUVWDQGL QJV�WKDW�HQKDQFH�WKH�DELOLW\�WR�



��

SHUIRUP�ZRUN�IRU�WKH�RUJDQL]DWLRQ�ZKLOH�RWKHUV�PD\�LQKLELW�WKLV�DELOLW\��*HUVLFN�DQG�+DFNPDQ��
������-DQLV��������6WDZ�	�5RVV���������$QDO\VHV�RI�PLOLWDU\�URXWLQHV��IRU�LQVWDQFH��UHY HDO�WKHLU�
SRWHQWLDOO\�GHWULPHQWDO�LPSDFW�IRU�WUDQVIHUULQJ�FULWLFDO�LQIRUPDWLRQ��:LOHQVN\�������������
:RKOVWHWWHU��������IRXQG�WKDW�LQIRUPDWLRQ�DERXW�WKH�LPSHQGLQJ�ERPELQJ�RI�3HDUO�+DUERU�ZDV�
DYDLODEOH�WR�WKH�86�LQWHOOLJHQFH��EXW�LW�GLG�QRW�JHW�WKH�DSS URSULDWH�DWWHQWLRQ�EHFDXVH�LW�GLG�QRW�
IORZ�DFFRUGLQJ�WR�WKH�RUJDQL]DWLRQDO�URXWLQH��,Q�WKLV�FDVH�WKH�URXWLQHV�UHJXODWLQJ�LQIRUPDWLRQ�
GLVVHPLQDWLRQ�FUHDWHG�D�VKDUHG�XQGHUVWDQGLQJ�WKDW�RQO\�FKDQQHOV�RI�FRPPXQLFDWLRQ�WKDW�PDLQWDLQ�
WKH�SRZHU�KLHUDUFK\�DUH�OHJLWLPDWH ���7KLV�VKDUHG�XQGHUVWDQGLQJ�SUHYHQWHG�SDUWLFLSDQWV�IURP�
DWWHQGLQJ�WR�LPSRUWDQW�LQIRUPDWLRQ�DQG�WDNLQJ�DSSURSULDWH�DFWLRQ���7KH�FRQQHFWLRQV�LQ�WKLV�FDVH�
GLG�QRW�EULQJ�DERXW�VKDUHG�XQGHUVWDQGLQJV�WKDW�ZHUH�KHOSIXO�LQ�WKLV�SDUWLFXODU�DQG�FULWLFDO�
LQVWDQFH�

5RXWLQHV�DUH�RIWHQ�WKRXJKW�WR�LQFUHDVH�FRQWURO�E\�PDQDJHPHQW�LQ�RUJDQL]DWLRQV��0DUFK�
DQG�6LPRQ��������6WLQFKFRPEH����������%XW�WKH�HIIRUW�WR�FRQWURO�FRPHV�DW�D�SULFH���,W�PD\�UHGXFH�
WKH�DGDSWDELOLW\�HVVHQWLDO�WR�SHUIRUPLQJ�RUJDQL]DWLRQDO�WDVNV �0HUWRQ����������7KH�H[DPSOH�RI�WKH�
LQDELOLW\�WR�PDNH�FULWLFDO�LQIRUPDWLRQ�NQRZQ�WR�WKH�SHRSOH�ZKR�FRXOG�GR�VRPHWKLQJ�DERXW�LW�
LOOXVWUDWHV�WKH�GRZQVLGH�RI�VXFK�FRQWURO�HIIRUWV�DQG�WKH�LPSRUWDQFH�RI�FRQQHFWLRQV�DQG�VKDUHG�
XQGHUVWDQGLQJV�WKDW�SURPRWH�D�EDODQFH�EHWZHHQ�VW DELOLW\�DQG�DGDSWDELOLW\����:KDW�XQGHUVWDQGLQJV�
KDYH�WKH�GHVLUHG�TXDOLW\�DQG�ZKDW�FRQQHFWLRQV�KHOS�WR�SURGXFH�WKHP�LV�D�TXHVWLRQ�IRU�IXWXUH�
UHVHDUFK�

&RQFOXVLRQ
7KH�SHUFHSWLRQ�RI�RUJDQL]DWLRQDO�URXWLQHV�DV�HQDEOLQJ�ERWK�VWDELOLW\�DQG�FKDQJH�LV�LQWHJUDO�

WR�RXU�DQDO\VLV���,W�ZDV�RXU�SRLQW�RI�GHSDUWXUH��DQG�RXU�DQDO\VLV�H[SODLQV�KRZ�WKLV�VHHPLQJ�
FRQWUDGLFWLRQ�FDQ�EH��7KH�EOHQG�RI�DGDSWLYH�DQG�VFULSWHG�EHKDYLRU�KDV�EHHQ�KLQWHG�DW�LQ�SUHYLRXV�



��

ZRUN�RQ�RUJDQL]DWLRQDO�URXWLQHV��&\HUW�DQG�0DUFK�������1HOVRQ�DQG�:LQ WHU�������3HQWODQG�DQG�
5XHWHU���������EXW�LW�KDV�QRW�EHHQ�GHYHORSHG��:KDW�RXU�DQDO\VLV�FRQWULEXWHV�LV�WKH�XQGHUVWDQGLQJ�
WKDW�WKH�FRQQHFWLRQV WKDW�RUJDQL]DWLRQDO�URXWLQHV�PDNH�EHWZHHQ�SHRSOH�SHUIRUPLQJ�WKH�URXWLQH�
FRQVWLWXWH�D�PHFKDQLVP�WKDW�HQDEOHV�URXWLQHV WR�DFFRPSOLVK�ERWK��

,Q�VKRUW��YDULDWLRQV�LQ�EHKDYLRU��HYHQ�ZKHQ�RUJDQL]DWLRQDO�URXWLQHV�SUHVFULEH�VSHFLILF�
EHKDYLRUV�DUH�LQHYLWDEOH��$V�WKH�GDQFH�PHWDSKRU�VXJJHVWV�LQGLYLGXDO�EHKDYLRUV�FRQVWUXFWLQJ�D�
URXWLQH�FDQQRW�EH�H[SHFWHG�WR�EH�LGHQWLFDO�HYHU\�WLPH� %XW�WKH\�FDQ�EH�H[SHFWHG�WR�FRQIRUP�WR�D�
W\SLILHG�SDWWHUQ���7KH�FRQQHFWLRQV�WKDW�URXWLQHV�PDNH�DQG�WKH�UHVXOWLQJ�XQGHUVWDQGLQJV�DERXW�ERWK�
ZKDW�QHHGV�WR�EH�GRQH�WR�SHUIRUP�D�URXWLQH�DQG�ZK\�WKH�URXWLQH�QHHGV�WR�EH�SHUIRUPHG�KHOS�
SHRSOH�SHUIRUPLQJ�WKH�URXWLQH�DFFRPPRGDWH�ERWK�WKH�VSHFLILF�YDULDWLRQV�DQG�WKH�DEVWUDFW�
XQGHUVWDQGLQJV���&RQVHTXHQWO\��URXWLQHV�DUH�ERWK�WKH�EXLOGLQJ�EORFNV�RI�VWDELOLW\�DQG�DOVR�WKH�
IRXQGDWLRQ�RI�DGDSWDWLRQ��%HFDXVH�URXWLQ HV�DQG�WKH�XQGHUVWDQGLQJV�WKDW�DIIHFW�WKHP�H[LVW�DW�ERWK�
WKH�PLFUR�DQG�WKH�PDFUR�OHYHO�WKH\�FDQ�SUHVFULEH�VFULSWHG�EHKDYLRUV��EXW�DOVR�DOORZ�WKH�VKRZ�WR�
JR�RQ�E\�IDFLOLWDWLQJ�DGDSWDWLRQ�



��

5HIHUHQFHV$GOHU��3�6���%��*ROGDIWDV�DQG�'��,��/HYLQH���������)OH[LELOLW\�YHUVXV�HIILFLHQF\"��$�FDVH�VWXG\�RI�PRGHO�FKDQJHRYHUV�LQ�WKH�7R\RWD�3URGXFWLRQ�6\VWHP���2UJDQL]DWLRQ�6FLHQFH�������������$GOHU��3��6���$��0DQGHOEDXP��9��1JX\HQ�DQG�(��6FKZHUHH��������*HWWLQJ�WKH�PRVW�RXW�RI�\RXU�SURGXFW�GHYHORSPHQW�SURFHVV��+DUYDUG�%XVLQHVV�5HYLHZ��0DUFK�$SULO������$OEHUW��6��DQG�'��$��:KHWWHQ��������2UJDQL]DWLRQDO�LGHQWLW\��5HVHDUFK�LQ�2UJDQL]DWLRQDO�%HKDYLRU������������$OGHUIHU��&��3��������([LVWHQFH��UHODWHGQHVV�DQG�JURZWK��+XPDQ�QHHGV�LQ�RUJDQL]DWLRQDO�VHWWLQJV��1HZ�<RUN��)UHH�3UHVV�%DUOH\��6��5��������,PDJHV�RI�LPDJLQJ��1RWHV�RQ�GRL QJ�ORQJLWXGLQDO�ILHOGZRUN��2UJDQL]DWLRQ�6FLHQFH��������������%DUQODQG��'HDQ�&��DQG�&DUURO�+DUOXQG��������3URSLQTXLW\�DQG�3UHVWLJH�DV�'HWHUPLQDQWV�RI�&RPPXQLFDWLRQ�1HWZRUNV��6RFLRPHWU\�������������%DXPHLVWHU��5��)��DQG�0��5��/HDU\��������7KH�QHHG�WR�EHORQ J��'HVLUH�IRU�LQWHUSHUVRQDO�DWWDFKPHQWV�DV�D�IXQGDPHQWDO�KXPDQ�PRWLYDWLRQ��3V\FKRORJLFDO�%XOOHWLQ����������������%RGHQ��'��������7KH�EXVLQHVV�RI�WDON��2UJDQL]DWLRQV�LQ�DFWLRQ��/RQGRQ��%ODFNZHOO�%RVVDUG��-��+��6��������5HVLGHQWLDO�SURSLQTXLW\�DV�D�IDFWRU� LQ�PDUULDJH�VHOHFWLRQ��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\��������������
%UDVV��'��-���������0HQ¶V�DQG�ZRPHQ¶V�QHWZRUNV��$�VWXG\�RI�LQWHUDFWLRQ�SDWWHUQV�DQG�LQIOXHQFHV�RQ�RUJDQL]DWLRQV��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�������������%RXUGLHX��3���������7KH�ORJLF�RI SUDFWLFH���6WDQIRUG��&$��6WDQIRUG�8QLYHUVLW\�3UHVV�&DUOLOH��3��������8QGHUVWDQGLQJ�NQRZOHGJH�WUDQVIRUPDWLRQ�LQ�SURGXFW�GHYHORSPHQW��0DNLQJ�NQRZOHGJH�PDQLIHVW�WKURXJK�ERXQGDU\�REMHFWV��8QSXEOLVKHG�GRFWRUDO�GLVVHUWDWLRQ���$QQ�$UERU��0,��7KH�8QLYHUVLW\�RI�0LFKLJDQ�&RKHQ��0LFKDHO�'���5RJHU�%XUNKDUW��*LRYDQQL�'RVL��0DVVLPR�(JLGL��/XLJL�0DUHQJR��0DVVLPR�:DUJOLHQ�DQG�6LGQH\�:LQWHU���������5RXWLQHV�DQG�RWKHU�UHFXUULQJ�DFWLRQ�SDWWHUQV�RI�RUJDQL]DWLRQV��&RQWHPSRUDU\�UHVHDUFK�LVVXHV��� ,QGXVWULDO�DQG�&RUSRUDWH�&KDQJH��������������&RKHQ��0��DQG�3��%DFGD\DQ��������2UJDQL]DWLRQDO�URXWLQHV�DUH�VWRUHG�DV�SURFHGXUDO�PHPRU\��(YLGHQFH�IURP�D�ODERUDWRU\�VWXG\��2UJDQL]DWLRQDO�6FLHQFH��������������&\HUW��5��0��DQG�-��*��0DUFK��������$�EHKDYLRUDO�WKHRU\�RI�WKH�ILUP��(QJOHZRRG�&OLIIV��1-��3UHQWLFH�+DOO�



��

'DIW��5��/��DQG�5��+��/HQJHO��������2UJDQL]DWLRQDO�LQIRUPDWLRQ�UHTXLUHPHQWV��PHGLD�ULFKQHVV�DQG�VWUXFWXUDO�GHVLJQ���0DQDJHPHQW�6FLHQFH�������������'DYLH��0��5���DQG�5HHYHV��5��-��������3URSLQTXLW\�RI�UHVLGHQFH�EHIRUH�PDUULDJH�� $PHULFDQ�-RXUQDO�RI�6RFLRORJ\��������������'D\��5��DQG�-��9��'D\��������$�UHYLHZ�RI�WKH�FXUUHQW�VWDWH�RI�QHJRWLDWHG�RUGHU�WKHRU\��DQ�DSSUHFLDWH�DQG�D�FULWLTXH��7KH�6RFLRORJLFDO�4XDUWHUO\�������������'RQQHOORQ��$��������7HDP�WDON��7KH�SRZHU�RI�ODQJXDJH�LQ�WHDP�G\QDPLFV��%RVWRQ��0$��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV�'XWWRQ��-��(��DQG�-��0��'XNHULFK��������.HHSLQJ�DQ�H\H�RQ�WKH�PLUURU��,PDJH�DQG�LGHQWLW\�LQRUJDQL]DWLRQDO�DGDSWDWLRQ��$FDGHP\�RI�0DQDJHPHQW�-RXUQDO���������������)HOGPDQ��0�6��������2UJDQL]DWLRQDO�URXWLQHV�DV�D�VRXUFH�RI�FRQWLQXRXV�FKDQJH�� 2UJDQL]DWLRQ�6FLHQFH��IRUWKFRPLQJ�)HOGPDQ��0��6��DQG�%��7��3HQWODQG��������2UJDQL]DWLRQDO�URXWLQHV��7RZDUG�D�SUDFWLFH�EDVHG�WKHRU\�RI�URXWLQHV��IOH[LELOLW\�DQG�FKDQJH��XQSXEOLVKHG�PV�)HVWLQJHU��/���6��6FKDFKWHU�DQG�.��%DFN��������6RFLDO�3UHVVXUHV�LQ�,QIRUPDO�*URXSV���1HZ�<RUN��+DUSHU�*HUVLFN��&��-��DQG�-��5��+DFNPDQ��������+DELWXDO�URXWLQHV�LQ�WDVN�SHUIRUPLQJ�JURXSV��2UJDQL]DWLRQDO�%HKDYLRU�DQG�+XPDQ�'HFLVLRQ�3URFHVVHV�����������*LGGHQV��$��������7KH�FRQVWLWXWLRQ�RI�VRFLHW\��6DQ�)UDQFLVFR��8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV�*UDQRYHWWHU��0��6��������7KH�VWUHQJWK�RI�ZHDN�WLHV��$PHULFDQ�-RXUQDO�RI�6RFLRORJ\���������������*UDQRYHWWHU��0DUN�6��������*HWWLQJ�D�MRE��&DPEULGJH��0DVV��+DUYDUG�8QLYHUVLW\�3UHVV�*XOODKRUQ��-RKQ�7��������'LVWDQFH�DQG�IULHQGVKLS�DV�IDFWRUV�LQ�WKH�JURVV�LQWHUDFWLRQ�PDWUL[���6RFLRPHWU\�������������+DQQDQ��0��7���DQG�-��5��)UHHPDQ��������6WUXFWXUDO�LQHUWLD�DQG�RUJDQL]DWLRQDO�FKDQJH�� $PHULFDQ�6RFLRORJLFDO�5HYLHZ�������������+REEHV��7����������������/HYLDWKDQ���%DOWLPRUH��0'��3HQJXLQ�%RRNV�+RPDQV��*��&��������7KH�KXPDQ�JURXS��1HZ�<RUN���+DUFRXUW�%UDFH+RXVH��5REHUW��'HQLVH�5RXVVHDX��0HOLVVD�7KRPDV �+XQW��������7KH�PHVR�SDUDGLJP��$�IUDPHZRUN�IRU�WKH�LQWHJUDWLRQ�RI�PLF UR�DQG�PDFUR�RUJDQL]DWLRQDO�EHKDYLRU���5HVHDUFK�LQ�2UJDQL]DWLRQDO�%HKDYLRU������������+XWFKLQV��(��������2UJDQL]LQJ�ZRUN�E\�DGDSWDWLRQ��2UJDQL]DWLRQ�6FLHQFH������������



��

+XWFKLQV��(���������+RZ�D�FRFNSLW�UHPHPEHUV�LWV�VSHHG���&RJQLWLYH�6FLHQFH�������������,EDUUD��+��������+RPRSKLO\�DQG�GLIIHUHQWLDO�UHWXUQV��6H[�GLIIHUHQFHV�LQ�QHWZRUN�VWUXFWXUH�DQG�DFFHVV�LQ�DQ�DGYHUWLVLQJ�ILUP��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������-DQLV��,��/��������*URXSWKLQN��%RVWRQ��+RXJKWRQ�0LIIOLQ�.HUU��6��DQG�-�:��6ORFXP��������&RQWUROOLQJ�WKH�SHUIRUPDQFHV�RI�SHRSOH�LQ�RUJDQL]DWLRQV���,Q�1\VWURP�DQG�6WDUEXFN��HGV���7KH�+DQGERRN�RI�RUJDQL]DWLRQDO�GHVLJQ��9RO�����1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�/DWRXU��%UXQR��������7KH�SRZHUV�RI�DVVRFLDWLRQ���LQ�-RKQ�/DZ��HG��� 3RZHU��$FWLRQ DQG�%HOLHI���/RQGRQ��5RXWOHGJH�DQG�.HJDQ�3DXO�/DYH��-��DQG�(��:HQJHU��������6LWXDWHG�OHDUQLQJ��/HJLWLPDWH�SHULSKHUDO�SDUWLFLSDWLRQ��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV�/LJKW��3DXO�&��������6XVWDLQLQJ�,QQRYDWLRQ��6DQ�)UDQFLVFR��-RVVH\�%DVV�/RXLV��0��5��������6XUSULVH�DQG�VHQVHPDNLQJ��:KDW�QHZFRPHUV�H[SHULHQFH�LQ�HQWHULQJ�XQIDPLOLDU�RUJDQL]DWLRQDO�VHWWLQJV��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�������������0DUFK��-�*��DQG�-��3��2OVHQ��������$PELJXLW\�DQG�FKRLFH�LQ�RUJDQL]DWLRQV���%HUJHQ��8QLYHUVLWHWVIRUODJHW��0DUFK��-��*��DQG�-��3��2OVHQ��������5HGLVFRYHULQJ�LQVWLWXWLRQV���1HZ�<RUN��7KH�)UHH�3UHVV��0DUFK��-��*��DQG�+��$��6LPRQ��������2UJDQL]DWLRQV��1HZ�<RUN��:LOH\�0DVORZ��$��������0RWLYDWLRQ�DQG�SHUVRQDOLW\��1HZ�<RUN��+DUSHU�DQG�5RZ�0HUWRQ��5REHUW�/���������%XUHDXFUDWLF�VWUXFWXUH�DQG�SHUVRQDOLW\���6RFLDO�)RUFHV��������������0LQHU��$��6��������2UJDQL]DWLRQDO�HYROXWLRQ�DQG�WKH�VRFLDO�HFRORJ\�RI�MREV��� $PHULFDQ�6RFLRORJLFDO�5HYLHZ������������0RQJH��3��5���	�&RQWUDFWRU��1���6��������(PHUJHQFH�RI�FRPPXQLFDWL RQ�QHWZRUNV��,Q�)��0��-DEOLQ��	�/��/��3XWQDP��(GV����+DQGERRN�RI�2UJDQL]DWLRQDO�&RPPXQLFDWLRQ��6HFRQG�HG��7KRXVDQG�2DNV��&$��6DJH�3XEOLFDWLRQV�1DGX]]R��$OHVVDQGUR��(OHQD�5RFFR�DQG�0DVVLPR�:DUJOLHQ��������7DONLQJ�DERXW�URXWLQHV�LQ�WKH�ILHOG��LQ�7KH�QDWXUH�DQG�G\QDPLFV�RI�RUJDQL]DWLRQDO�FDSDELOLWLHV��*LRYDQQL�'RVL��5LFKDUG�1HOVRQ�DQG�6LGQH\ :LQWHU��HGV����1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�1HOVRQ��5��DQG�6��*��:LQWHU��������$Q�HYROXWLRQDU\�WKHRU\�RI�HFRQRPLF�FKDQJH��&DPEULGJH��0DVV��+DUYDUG�8QLYHUVLW\�3UHVV�1HZFRPE��7KHRGRUH�0��������7KH�SUHGLFWLRQ�RI�LQWHUSHUVRQDO�DWWUDFWLRQ�� $PHULFDQ�3V\FKRORJLVW�������������



��

1HZFRPE��7��0��������7KH�SUHGLFWLRQ�RI�LQWHUSHUVRQDO�DWWUDFWLRQ��,Q�(��+ROODQGHU��3���	�5��+XQW��*���(GV����&XUUHQW�SHUVSHFWLYHV�LQ�VRFLDO�SV\FKRORJ\�����������1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�2UU��-��(��������7DONLQJ�DERXW�PDFKLQHV��$Q�HWKQRJUDSK\�RI�D�PRGHUQ�MRE��,WKDFD��1<��&RUQHOO�8QLYHUVLW\�3UHVV�3HQWODQG��%��7��DQG�+��+��5XHWHU��������2UJDQL]DWLRQDO�URXWLQHV�DV�JUDPPDUV�RI�DFWLRQ��$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\���������������3HUUURZ��&���������3IHIIHU�VOLSV��$FDGHP\�RI�0DQDJHPHQW�5HYLHZ �������������4XLQQ��5��(��������%H\RQG�UDWLRQDO�PDQDJHPHQW��0DVWHULQJ�WKH�SDUDGR[HV�DQG�FRPSHWLQJ�GHPDQGV�RI�KLJK�SHUIRUPDQFH��6DQ�)UDQFLVFR��-RVVH\�%DVV�5DIDHOL��6��DQG�)��6XGZHHNV���������,QWHUDFWLYLW\�RQ�WKH�QHW��LQ�1HWZRUN�DQG�QHWSOD\��9LUWXDO�JURXSV�RQ�WKH�LQWHUQHW���SS������������)��6XGZHHNV��0��0F/DXJKOLQ�DQG�6��5DIDHOL��HGV����&DPEULGJH��0$��0,7�3UHVV�5REHUWV��1DQF\�&��DQG�3DXOD�-��.LQJ���������7UDQVIRUPLQJ�SXEOLF�SROLF\��6DQ�)UDQFLVFR��-RVVH\�%DVV�5RQHQ��6��������$Q�XQGHUO\LQJ�VWUXFWXUH�RI�PRWL YDWLRQDO�QHHG�WD[RQRPLHV��$�FURVV�FXOWXUDO�FRQILUPDWLRQ��LQ�+DQGERRN�RI�LQGXVWULDO�DQG�RUJDQL]DWLRQDO�SV\FKRORJ\����������������+��&��7ULDQGLV��0��'��'XQQHWWH��DQG�/��0��+RXJK��HGV����3DOR�$OWR��&$��&RQVXOWLQJ�3V\FKRORJ\�3UHVV�5RXVVHDX��'��0��������,VVXHV�RI�OHYHO�LQ�RUJDQL]DWLRQDO�UHVHDUFK��0XOWL �OHYHO�DQG�FURVV�OHYHO�SHUVSHFWLYHV��5HVHDUFK�LQ�2UJDQL]DWLRQDO�%HKDYLRU���������6DQGHODQGV��/��DQG�5��6WDHEOLQ��������7KH�FRQFHSW�RI�RUJDQL]DWLRQDO�PLQG��5HVHDUFK�LQ�WKH�6RFLRORJ\�RI�2UJDQL]DWLRQV������������6DUEDXJK�7KRPSVRQ��0��DQG�0��6��)HOGPDQ���������(OHFWURQLF�PDLO�DQG�RUJDQL]DWLRQDO�FRPPXQLFDWLRQ��'RHV�VD\LQJ��KL��UHDOO\�PD WWHU"��2UJDQL]DWLRQDO�6FLHQFH���������������6FKHLQ��(��+��������2UJDQL]DWLRQDO�FXOWXUH�DQG�OHDGHUVKLS��6DQ�)UDQFLVFR��&$��-RVVH\�%DVV�6FKZDUW]PDQ��+��������7KH�PHHWLQJ��*DWKHULQJV�LQ�RUJDQL]DWLRQV�DQG�FRPPXQLWLHV��1HZ�<RUN��3OHQXP�3UHVV�6KRWWHU��-��������&XOWXUDO�SROLWLFV�RI�HYHU\�GD\�OLIH��6RFLDO�FRQVWUXFWLRQ��UKHWRULF�DQG�NQRZLQJ�RI�WKH�WKLUG�NLQG��%XFNLQJKDP��2SHQ�8QLYHUVLW\�3UHVV�6LPRQ��+��$��������$GPLQLVWUDWLYH�%HKDYLRU���1HZ�<RUN��7KH�0DF0LOODQ�&RPSDQ\�6LPRQ��+�$��������6FLHQFHV�RI�WKH�DUWLILFLDO���&DPEULGJH��0$��0,7�3UHVV��



��
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