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3URGXFWLRQ�RI�IUHVK�YHJHWDEOHV�IRU�H[SRUW�KDV�JURZQ�UDSLGO\�LQ�D�QXPEHU�RI�FRXQWULHV�LQ�VXE�6DKDUDQ�$IULFDQ

RYHU� WKH�SDVW� GHFDGH��7KH� IUHVK� YHJHWDEOHV� WUDGH� KDV�PDQ\� RI� WKH� FKDUDFWHULVWLFV� RI� D� EX\HU�GULYHQ� JOREDO

FRPPRGLW\� FKDLQ�� ,Q� VXFK�FKDLQV�� UHWDLOHUV�SOD\� WKH� NH\� UROH� LQ� JRYHUQLQJ� WKH� FKDLQ�RI� DFWLYLWLHV� WKDW� OLQNV

ZLGHO\� GLVSHUVHG� SURGXFHUV� WR� FRQVXPHUV� LQ� GHYHORSHG� FRXQWULHV�� $Q� DQDO\VLV� RI� GHFLVLRQ�PDNLQJ� LQ� WKH

FKDLQ�SURYLGH�LQVLJKWV�LQWR�KRZ�WKH�FKDLQ�LV�VWUXFWXUHG�DQG�KRZ�LW�LV�GHYHORSLQJ�

,Q�WKH�8.��WKH�ODUJH�VXSHUPDUNHWV�KDYH�FDSWXUHG�PRVW�RI�WKH�PDUNHW�IRU�LPSRUWHG�IUHVK�YHJHWDEOHV��7KH

VXSHUPDUNHWV�GR�QRW�RZQ�IDUPV��SURFHVVLQJ�IDFLOLWLHV�RU�LPSRUW�FRPSDQLHV��1HYHUWKHOHVV��WKH\�SOD\�D�FULWLFDO

UROH�LQ�GHILQLQJ�ZKDW�LV�SURGXFHG��KRZ�DQG�E\�ZKRP��7KHLU�VL]H�DQG�PDUNHW�SRZHU�PHDQV�WKDW�WKH�GHFLVLRQV

WKH\�WDNH�WR�ZLQ�FXVWRPHUV�DQG�FRPSO\�ZLWK�IRRG�VWDQGDUGV�UHJXODWLRQV�GHILQH�ZKDW�WKH�RWKHU�DFWRUV�LQ�WKH

FKDLQ�KDYH�WR�GR��7KH�UHTXLUHPHQWV�WKH\�VSHFLI\�IRU�FRVW��TXDOLW\��GHOLYHU\��SURGXFW�YDULHW\��LQQRYDWLRQ��IRRG

VDIHW\�DQG�TXDOLW\�V\VWHPV�KHOS�WR�GHWHUPLQH�ZKDW�W\SHV�RI�SURGXFHUV�DQG�SURFHVVRUV�DUH�DEOH�WR�JDLQ�DFFHVV

WR�WKH�IUHVK�YHJHWDEOHV�FKDLQ�DQG�WKH�DFWLYLWLHV�WKH\�PXVW�FDUU\�RXW�

7KH�UHTXLUHPHQWV�RI� WKH�8.�VXSHUPDUNHWV�DFW� DV� DQ�HIIHFWLYH�EDUULHU� WR�SDUWLFLSDWLRQ� LQ� WKH�FKDLQ�E\

VPDOO� H[SRUWHUV� DQG�� WR� VRPH� H[WHQW�� VPDOO� SURGXFHUV��+RZHYHU�� IRU� WKRVH� ILUPV� WKDW� FDQ� SDUWLFLSDWH�� WKH

UHZDUG� FDQ� EH� FRQVLGHUDEOH�� 9HJHWDEOHV� DUH� QRW� RQO\� SLFNHG� DQG� VKLSSHG�� EXW� DOVR� FKRSSHG�� ZDVKHG�

FRPELQHG�LQWR�PXOWL�SURGXFW�SDFNV��ODEHOOHG�DUH�EDUFRGHG��,QFUHDVLQJO\��WKHVH�WDVNV�DUH�EHLQJ�WUDQVIHUUHG�WR

$IULFD��JHQHUDWLQJ�PDQ\�MREV�LQ�WKH�KRUWLFXOWXUH�VHFWRU��7KH�SDSHU�DQDO\VHV�WKH�ZD\�LQ�ZKLFK�WKH�VXSHUPDUNHW

H[SRUW�EXVLQHVV�KDV�VWUXFWXUHG�WKH�H[SRUW�KRUWLFXOWXUH�LQGXVWULHV�RI�.HQ\D�DQG�=LPEDEZH�

,Q�VSLWH�RI�WKH�FRQVLGHUDEOH�JURZWK�RI�WKH�LQGXVWU\��QHZ�FRXQWULHV�DUH�HQWHULQJ�WKH�VHFWRU�DOO�WKH�WLPH�

DQG� FRPSHWLWLRQ� LV� ILHUFH�� 7KH� SDSHU� FRQVLGHUV� WKH� VWUDWHJLHV� WKDW�PLJKW� EH� XVHG� E\�$IULFDQ� H[SRUWHUV� WR

PDLQWDLQ� DQG� LPSURYH� WKHLU� SRVLWLRQ� ZLWKLQ� WKH� FKDLQ�� 7KH� VWUDWHJLHV� LQFOXGH�PRYLQJ� LQWR�PRUH� FRPSOH[

SURFHVVLQJ�DQG�SDFNDJLQJ��SOD\LQJ�D�PRUH�HIIHFWLYH�UROH�LQ�SURGXFW�LQQRYDWLRQ�DQG�GLYHUVLI\LQJ�PDUNHWV�

                                                     

* &DWKHULQH�'RODQ�LV�D�/HFWXUHU�DW�WKH�6FKRRO�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�(DVW�$QJOLD���&DUOD�+DUULV�3DVFDO�ZDV�D�5HVHDUFK�2IILFHU�DW

WKH� ,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��8QLYHUVLW\�RI�6XVVH[�� � -RKQ�+XPSKUH\� LV� D�)HOORZ�DW� ,'6�� �7KH� DXWKRUV� JUDWHIXOO\� DFNQRZOHGJH� WKH
ILQDQFLDO�VXSSRUW�IURP�WKH�'HSDUWPHQW�IRU�,QWHUQDWLRQDO�'HYHORSPHQW�ZKLFK�PDGH�WKLV�UHVHDUFK�SRVVLEOH���7KH\�DOVR�WKDQN�PHPEHUV�RI�WKH
*OREDOLVDWLRQ�UHVHDUFK�WHDP��DQG�5DSKLH�.DSOLQVN\��.KDOLG�1DGYL�DQG�+XEHUW�6FKPLW]�LQ�SDUWLFXODU��IRU�KHOS�ZLWK�WKLV�ZRUN�
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� ,QWURGXFWLRQ �

� %X\HU�GULYHQ�&RPPRGLW\�&KDLQV �

� 7KH�*RYHUQDQFH�RI�WKH�)UHVK�9HJHWDEOHV�&RPPRGLW\�&KDLQ �

��� 7KH�2XWSXWV�RI�WKH�&KDLQ� ��

��� 7KH�6WUXFWXUH�RI�WKH�&KDLQ ��

��� .H\�'HFLVLRQV�LQ�WKH�$IULFDQ�)UHVK�9HJHWDEOHV�&KDLQ ��

� 7KH�6WUXFWXUH�RI�WKH�6HFWRU�LQ�VXE�6DKDUDQ�$IULFD ��

��� &RQFHQWUDWLRQ�LQ�WKH�([SRUW�6HFWRU ��

��� 7KH�*URZHUV ��

� 6HFXULQJ�D�3RVLWLRQ�LQ�WKH�&KDLQ ��

��� 2EOLJDWLRQDO�&RQWUDFWLQJ�DQG�(VWDEOLVKHG�5HODWLRQVKLSV ��

��� .HHSLQJ�$KHDG�RI�WKH�&RPSHWLWLRQ ��

��� 3RVLWLRQLQJ�:LWKLQ�WKH�&KDLQ ��

� &RQFOXVLRQV ��
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,Q� UHFHQW� GHFDGHV�� WKH� ZRUOG� KDV� ZLWQHVVHG� WKH� LQFUHDVHG� LQWHJUDWLRQ� RI� GHYHORSLQJ�FRXQWU\� ILUPV� LQWR

JHRJUDSKLFDOO\� GLVSHUVHG� VXSSO\� QHWZRUNV� RU� 
FRPPRGLW\� FKDLQV
�� 7KHVH� FKDLQV� OLQN� WRJHWKHU� ILUPV� LQ

GHYHORSLQJ� FRXQWULHV� ZLWK� VXSSOLHUV� DQG� FXVWRPHUV� LQ� GHYHORSHG� FRXQWULHV�� 7KH� PRVW� ZLGHO\� VWXGLHG

H[DPSOHV�RI� VXFK� FKDLQV�KDYH�EHHQ� LQ� WKH�PDQXIDFWXUH� RI� FRQVXPHU� QRQ�GXUDEOHV�� VXFK� DV� JDUPHQWV� DQG

IRRWZHDU��EXW�WKLV�SDSHU�IRFXVHV�RQ�WKH�WUDGH�LQ�IUHVK�YHJHWDEOHV��7KLV�KDV�EHFRPH�RQH�RI�WKH�PRVW�YLEUDQW

VHFWRUV�LQ�LQWHUQDWLRQDO�WUDGH��DQG�GXULQJ�WKH�����V��LPSRUWV�RI�IUXLW�DQG�YHJHWDEOH�SURGXFWV�E\�(8�FRXQWULHV

VXUSDVVHG�DOO�RWKHU�FDWHJRULHV�RI�DJULFXOWXUDO�SURGXFWV��:DWWV��������

7KLV� SDSHU� H[DPLQHV� WKH� SRVLWLRQ� RI�$IULFDQ� SURGXFHUV� DQG� H[SRUWHUV� LQ� WKH� IUHVK� YHJHWDEOHV� H[SRUW

WUDGH�IURP�WKH�SHUVSHFWLYH�RI�WKH�JOREDO�FRPPRGLW\�FKDLQ�DQDO\VLV�GHYHORSHG�E\�*HUHIIL����������������7KLV

HPSKDVLVHV� QRW� RQO\� WKDW� LQGHSHQGHQW� FRPSDQLHV� LQ� GLIIHUHQW� FRXQWULHV� DUH� OLQNHG� WRJHWKHU� LQ� WUDGLQJ

UHODWLRQVKLSV��EXW�DOVR�WKDW�WKH�FKDLQ�VKRXOG�EH�FRQVLGHUHG�DV�D�QHWZRUN�JRYHUQHG� WR�D� ODUJH�H[WHQW�E\�NH\

DJHQWV�ZLWKLQ�LW��,Q�WKLV�SDSHU��LW�ZLOO�EH�DUJXHG�WKDW�WKH�QHWZRUN�OLQNLQJ�$IULFDQ�SURGXFHUV�DQG�H[SRUWHUV�WR

WKH�8.�UHWDLO�PDUNHW�LV�GULYHQ�WR�D�ODUJH�H[WHQW�E\�WKH�UHTXLUHPHQWV�RI�D�VPDOO�QXPEHU�RI�8.�VXSHUPDUNHWV�

7KUHH�EDVLF�TXHVWLRQV�DUH�SRVHG��)LUVW��JRYHUQDQFH��KRZ�LV�WKH�IUHVK�YHJHWDEOH�FKDLQ�LV�VWUXFWXUHG��ZKLFK

DFWRUV�GHILQH�ZKDW�WKH�FKDLQ�UHTXLUHV��DQG�KRZ�DUH�WKHVH�UHTXLUHPHQWV�WUDQVPLWWHG�WR�WKH�YDULRXV�DFWRUV� LQ

WKH�FKDLQ"�6HFRQG�� FRQVHTXHQFHV� IRU�$IULFDQ� H[SRUWHUV� DQG�SURGXFHUV�� KRZ�KDV� LQYROYHPHQW� LQ� WKH� FKDLQ

WUDQVIRUPHG�WKH�SURGXFWLRQ�DQG�SURFHVVLQJ�RI�IUHVK�YHJHWDEOHV�LQ�.HQ\D�DQG�=LPEDEZH��0RUH�VSHFLILFDOO\�

ZKDW�W\SHV�RI�ILUPV�DUH� LQFOXGHG�LQ�WKH�FKDLQ�RU�H[FOXGHG�IURP�LW"�7KLUG��VXUYLYDO��ZKDW�RSSRUWXQLWLHV�DQG

WKUHDWV�H[LVW�IRU�WKRVH�ILUPV�LQFOXGHG�LQ�WKH�FKDLQ"��6RPH�H[SRUWHUV�DQG�SURGXFHUV�KDYH�WKULYHG�DV�D�UHVXOW�RI

WKHLU�LQYROYHPHQW�LQ�WKH�8.�VXSHUPDUNHW�EXVLQHVV��:KDW�GR�WKH\�QHHG�WR�GR�WR�VHFXUH�FRQWLQXHG�VXFFHVV"

7KLV�SDSHU�LV�GLYLGHG�LQWR���VHFWLRQV��6HFWLRQ���GLVFXVVHV�WKH�FRQFHSW�RI�EX\HU�GULYHQ�FRPPRGLW\�FKDLQV

DQG�LWV�UHOHYDQFH�WR�WKH�DQDO\VLV�RI�KRUWLFXOWXUH�H[SRUWV��6HFWLRQ���DQDO\VHV�WKH�UROH�RI�8.�VXSHUPDUNHWV�LQ

GHWHUPLQLQJ� WKH� RXWSXWV�� VWUXFWXUH� DQG� JRYHUQDQFH� RI� WKH� FKDLQ�� 6HFWLRQ� �� H[DPLQHV� KRZ� PHHWLQJ� WKH

UHTXLUHPHQWV�RI�WKH�8.�UHWDLOHUV�KDV� LQIOXHQFHG�WKH�QDWXUH�RI� WKH�KRUWLFXOWXUH�EXVLQHVV� LQ�$IULFD�� IRFXVLQJ

VSHFLILFDOO\�RQ� WKH�FDVHV�RI�.HQ\D�DQG�=LPEDEZH�� 6HFWLRQ���GLVFXVVHV� FRPSHWLWLYH�SUHVVXUHV� LQ� WKH� FKDLQ�

ZKDW� $IULFDQ� H[SRUWHUV� PXVW� GR� WR� VHFXUH� FRQWLQXHG� LQYROYHPHQW� LQ� WKLV� EXVLQHVV�� 6HFWLRQ� �� SUHVHQW

FRQFOXVLRQV�

���%8<(5�'5,9(1�&2002',7<�&+$,16

7KH�DQDO\VLV�RI�JOREDO�FRPPRGLW\�FKDLQV� >*&&V@�SXW� IRUZDUG�E\�*HUHIIL� VWUHVVHV� WKDW� WUDGH� LV� LQFUHDVLQJO\

RUJDQLVHG�WKURXJK�QHWZRUNV�OLQNLQJ�HQWHUSULVHV�GLVSHUVHG�DFURVV�WKH�JOREDO�HFRQRP\�

                                                     

� )UHVK�YHJHWDEOHV�DUH�RQH�SDUW�RI�WKH�KRUWLFXOWXUH�LQGXVWU\���7KH�LQGXVWU\�DOVR�LQFOXGHV�IUHVK�DQG�SURFHVVHG�IUXLWV��DV�ZHOO�DV�FXW�IORZHUV���:LWKLQ
WKH�IUHVK�YHJHWDEOHV�VHFWRU��WKH�IRFXV�RI�WKLV�SDSHU�LV�RQ�IUHVK��WHPSHUDWH�YHJHWDEOHV��VXFK�DV�JUHHQ�EHDQV��EDE\�FRUQ�DQG�PDQJHWRXW��ZKLFK
KDYH�EHFRPH�PDMRU�H[SRUW�LWHPV�IRU�VRPH�$IULFDQ�FRXQWULHV�

� 7KH�WHUP�FRPPRGLW\�FKDLQ�PD\�ZURQJO\�JLYH�WKH�LPSUHVVLRQ�WKDW�VXFK�FKDLQV�DUH�LQYROYHG�LQ�WKH�SURGXFWLRQ�DQG�WUDGH�RI�EDVLF�FRPPRGLWLHV�
,Q�IDFW��VXFK�FKDLQV�DUH�IUHTXHQWO\�DVVRFLDWHG�ZLWK�WKH�WUDGH�RI�GLIIHUHQWLDWHG�SURGXFWV�LQYROYLQJ�VRSKLVWLFDWHG�SURFHVVLQJ�RU�PDQXIDFWXUH�



�

:KDW� LV�QRYHO�DERXW�*&&V�>JOREDO�FRPPRGLW\�FKDLQV@� LV�QRW�WKH�VSUHDG�RI�HFRQRPLF�DFWLYLWLHV�DFURVV

QDWLRQDO�ERXQGDULHV�SHU� VH�� EXW� UDWKHU� WKH� IDFW� WKDW� LQWHUQDWLRQDO�SURGXFWLRQ� DQG� WUDGH� DUH� LQFUHDVLQJO\

RUJDQLVHG� E\� LQGXVWULDO� DQG� FRPPHUFLDO� ILUPV� LQYROYHG� LQ� VWUDWHJLF� GHFLVLRQ� PDNLQJ� DQG� HFRQRPLF

QHWZRUNV�DW�WKH�JOREDO�OHYHO���*HUHIIL�����������

7KLV� VWUDWHJLF�� GHFLVLRQ�PDNLQJ� GHWHUPLQHV� WKH� SRVLWLRQLQJ� RI� WKH� FKDLQ� LQ� WKH�PDUNHW�� WKH� LQFOXVLRQ� DQG

H[FOXVLRQ�RI�DFWRUV��DQG�WKH�GLYLVLRQ�RI�IXQFWLRQV�ZLWKLQ�WKH�FKDLQ��*HUHIIL�GLVWLQJXLVKHV�EHWZHHQ�WZR�
LGHDO

W\SH
� JRYHUQDQFH� VWUXFWXUHV�� EX\HU�GULYHQ� DQG� SURGXFHU�GULYHQ�� 3URGXFHU�GULYHQ� FRPPRGLW\� FKDLQV� DUH

W\SLFDO�RI�FDSLWDO��DQG�WHFKQRORJ\�LQWHQVLYH�LQGXVWULHV��ZKHUH�EDUULHUV�WR�HQWU\�DUH�JUHDWHVW�LQ�SURGXFWLRQ�DQG

LQ� WKH�GHYHORSPHQW�RI� FRUH� WHFKQRORJLHV�� ,Q� WKHVH� LQGXVWULHV�� WKH�H[SDQVLRQ�RI�SURGXFWLRQ�DFURVV�QDWLRQDO

ERXQGDULHV� WHQGV� WR� WDNH� SODFH� WKURXJK� WKH� FUHDWLRQ� RI� VXEVLGLDULHV�� +HQFH� WKH� GHYHORSPHQW� RI� WKH

WUDQVQDWLRQDO� ILUP��,Q�FRQWUDVW��EX\HU�GULYHQ�FRPPRGLW\�FKDLQV�DUH� WKRVH� LQ�ZKLFK� UHWDLOHUV�� LPSRUWHUV� DQG

EUDQG�QDPH�FRPSDQLHV�SOD\�WKH�FULWLFDO�UROH�LQ�JRYHUQLQJ�WKH�FKDLQ�

2QH� RI� WKH� PDLQ� FKDUDFWHULVWLFV� RI� ILUPV� WKDW� ILW� WKH� EX\HU�GULYHQ� PRGHO���LV� WKDW� IUHTXHQWO\� WKHVH

EXVLQHVVHV� GR� QRW� RZQ� DQ\� SURGXFWLRQ� IDFLOLWLHV�� 7KH\� DUH� QRW� 
PDQXIDFWXUHUV
� EHFDXVH� WKH\� KDYH� QR

IDFWRULHV��5DWKHU��WKHVH�FRPSDQLHV�DUH�
PHUFKDQGLVHUV
�WKDW�GHVLJQ�DQG�RU�PDUNHW��EXW�GR�QRW�PDNH��WKH

EUDQGHG�SURGXFWV�WKH\�VHOO��7KHVH�ILUPV�UHO\�RQ�FRPSOH[�WLHUHG�QHWZRUN�RI�VXEFRQWUDFWRUV�WKDW�SHUIRUP

DOPRVW�DOO�WKHLU�VSHFLDOLVHG�WDVNV����3URILWV�LQ�EX\HU�GULYHQ�FKDLQV�WKXV�GHULYH�QRW�IURP�VFDOH�HFRQRPLHV

DQG�WHFKQRORJLFDO�DGYDQFHV�DV�LQ�SURGXFHU�GULYHQ�FKDLQV��EXW�UDWKHU�IURP�XQLTXH�FRPELQDWLRQV�RI�KLJK�

YDOXH� UHVHDUFK�� GHVLJQ�� VDOHV�� PDUNHWLQJ�� DQG� ILQDQFLDO� VHUYLFHV� WKDW� DOORZ� WKH� EX\HUV� DQG� EUDQGHG

PHUFKDQGLVHUV�WR�DFW�DV�VWUDWHJLF�EURNHUV�LQ�OLQNLQJ�RYHUVHDV�IDFWRULHV�DQG�WUDGHUV�ZLWK�HYROYLQJ�SURGXFW

QLFKHV�LQ�WKHLU�PDLQ�FRQVXPHU�PDUNHWV���*HUHIIL����������

,Q� VHFWRUV� VXFK� DV� JDUPHQWV� DQG� DWKOHWLF� IRRWZHDU��� WKH� LQFUHDVLQJ� SRZHU� RI� EX\HUV� WR� LQIOXHQFH� WKH

RUJDQLVDWLRQ�RI�FKDLQV�KDV�DULVHQ�IURP�FRQVLGHUDEOH�FRQFHQWUDWLRQ�LQ�WKH�UHWDLO�VHFWRU��DQG�WKH�ULVH�RI�EUDQG

QDPHV��,Q�WKHVH�FDVHV��UHWDLOHUV�DQG�GHVLJQHUV�KDYH�DFTXLUHG�FRQVLGHUDEOH�LQIOXHQFH�RYHU�WKH�FKDLQ�DV�D�UHVXOW

RI� HLWKHU� WKHLU� ROLJRSRO\� SRZHU� �WKH� FDVHV� RI� ODUJH� UHWDLOHUV� VXFK� DV� -�&�� 3HQQH\� LQ� WKH�8QLWHG� 6WDWHV� DQG

0DUNV� DQG� 6SHQFHU� LQ� %ULWDLQ�� RU� WKHLU� FRQWURO� RYHU� NH\� HOHPHQWV� VXFK� DV� EUDQG�QDPH� GHYHORSPHQW� DQG

SURGXFW�GHVLJQ��IRU�H[DPSOH��1LNH�DQG�/L]�&ODLERUQH��

,Q� WKH�8QLWHG�.LQJGRP�� WKH�ULVH�RI� WKH� ODUJH�VXSHUPDUNHW�FKDLQV�KDV�EHHQ�RQH�RI� WKH�PRVW�GUDPDWLF

H[DPSOHV�RI�FRQFHQWUDWLRQ�LQ�UHWDLOLQJ��7RGD\��WKH�WRS�IRXU�UHWDLOHUV��7HVFR��6DLQVEXU\
V��$VGD�DQG�6DIHZD\�

DFFRXQW�IRU�QHDUO\����SHU�FHQW�RI�DOO�IRRG�VDOHV�LQ�WKH�8QLWHG�.LQJGRP��LQFOXGLQJ�VDOHV�RI�IUHVK�YHJHWDEOHV

�)HDUQH� DQG� +XJKHV� ������� $V� WKH\� KDYH� JURZQ� LQ� VL]H�� WKH\� KDYH� H[HUFLVHG� LQFUHDVLQJ� LQIOXHQFH� RQ

FRPPRGLW\�FKDLQV�DFURVV�D�ZLGH�UDQJH�RI�SURGXFWV��7KH\�KDYH�GHYHORSHG�WKHLU�RZQ�EUDQGV��LQ�FRPSHWLWLRQ

ZLWK� LQGXVWU\� OHDGHUV� VXFK� DV�+HLQ]��.HOORJJ� DQG�6FKZHSSHV��7KH\�KDYH�GHYHORSHG� VRSKLVWLFDWHG� ORJLVWLFV

V\VWHPV��DV�GHVFULEHG�E\�:RPDFN�DQG�-RQHV���������7KH\�KDYH�SOD\HG�D�GHFLVLYH�UROH�LQ�GHYHORSLQJ�VXSSOLHUV
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��VHHQ�PRVW�IDPRXVO\�LQ�WKH�FDVH�RI�0DUNV�DQG�6SHQFHU
V�LQIOXHQFH�RQ�WKH�8.�JDUPHQW�LQGXVWU\��EXW�HTXDOO\

HYLGHQW�DFURVV�EURDG�DUHDV�RI�WKH�IRRG�LQGXVWU\��*HQHUDOO\�VSHDNLQJ��WKHVH�ODUJH�UHWDLOHUV�KDYH�DYRLGHG�GLUHFW

LQYROYHPHQW� LQ� SURGXFWLRQ��7KH\� VSHFLDOLVH� LQ� UHWDLOLQJ� DQG� LQ� WKH� RUJDQLVDWLRQ� RI� VXSSO\� FKDLQV�� EXW� WKH\

KDYH�QR�IDFWRULHV�RI�WKHLU�RZQ�

7KH�KRUWLFXOWXUDO�YDOXH�FKDLQ�OLQNLQJ�8.�FRQVXPHUV�DQG�VXSHUPDUNHWV�ZLWK�H[SRUW�ILUPV�DQG�IDUPHUV�LQ

$IULFD� KDV� EHHQ� GLUHFWO\� DIIHFWHG� E\� WKLV� SURFHVV� RI� UHWDLO� FRQFHQWUDWLRQ�� :KHUHDV� LPSRUWHG� KRUWLFXOWXUDO

SURGXFH�ZDV�SUHYLRXVO\�FKDQQHOOHG�SULPDULO\�WKURXJK�ZKROHVDOH�PDUNHWV��WKH�ODUJHVW�8.�UHWDLOHUV�QRZ�FRQWURO

�������RI�IUHVK�SURGXFH�LPSRUWV�IURP�$IULFD��7KHUH�DUH�VLJQV�RI�VLPLODU�WUHQGV�LQ�WKH�RWKHU�SDUWV�RI�(XURSH�

$�VXEVWDQWLDO�DPRXQW�RI�ZRUN�RQ�EX\HU�GULYHQ�FRPPRGLW\�FKDLQV�KDV� IRFXVHG�RQ�WKH�EX\HUV��$V�NH\

DFWRUV� LQ� WKH� FKDLQ�� WKH\� PDNH� GHFLVLRQV� DERXW� SRVLWLRQLQJ� LQ� WKH� PDUNHW�� WKH� GLVWULEXWLRQ� RI� IXQFWLRQV

EHWZHHQ�WKH�FRQVWLWXHQWV�RI�WKH�FKDLQ��DQG�LQFOXVLRQ�DQG�H[FOXVLRQ��$FFRUGLQJ�WR�6\GRZ�

7KH� IRFDO� RUJDQLVDWLRQ� OHDGLQJ� WKH� QHWZRUN���LV� SHUPDQHQWO\� HQJDJHG� LQ� DWWUDFWLQJ� DQG� VHOHFWLRQ� QHZ

PHPEHUV����LQ�VXVWDLQLQJ�QHWZRUN� UHODWLRQVKLSV�E\�PDQDJLQJ�FRQIOLFWV� DQG� OHDUQLQJ�� LQ�SRVLWLRQLQJ�DQG

UHSRVLWLRQLQJ�WKH�QHWZRUN�LQ�WKH�PDUNHW��DQG�LQ�EXLOGLQJ�WKH�VWUXFWXUH�DQG�WKH�FXOWXUH�RI�WKH�QHWZRUN�

�6\GRZ������������HPSKDVLV�LQ�RULJLQDO��

6HFWLRQ���DQDO\VHV�KRZ�WKH�FKDLQ�LV�VWUXFWXUHG�DQG�ZKLFK�DFWRUV�DUH�UHVSRQVLEOH�IRU�PDNLQJ�WKH�NH\�GHFLVLRQV�

7KLV�SDSHU�LV�FRQFHUQHG�ZLWK�WKH�LPSDFW�RI�WKH�IUHVK�YHJHWDEOHV�WUDGH�RQ�FRXQWULHV�RQ�WKH�GHYHORSPHQW�RI

VXE�6DKDUDQ�$IULFD��7KHUHIRUH��WKH�IRFXV�VROHO\�RQ�WKH�UROH�RI�EX\HUV�LQ�VWUXFWXULQJ�WKH�FKDLQ�ZRXOG�SURYLGH�D

YHU\�OLPLWHG�YLHZ�RI�WKH�LQGXVWU\��6HFWLRQ���RI�WKLV�SDSHU�FRQVLGHUV�KRZ�SURGXFHUV�DQG�H[SRUW�ILUPV�LQ�.HQ\D

DQG� =LPEDEZH� KDYH� UHVSRQGHG� WR� WKH� UHTXLUHPHQWV� RI� 8.� VXSHUPDUNHWV� DQG� KRZ� WKLV� KDV� FKDQJHG� WKH

VWUXFWXUH�RI�WKH�LQGXVWU\�LQ�WKH�WZR�FRXQWULHV��,W�FRQVLGHUV�ZKDW�W\SHV�RI�ILUPV�LQ�.HQ\D�DQG�=LPEDEZH�KDYH

EHHQ�WKH�ZLQQHUV�DQG�ORVHUV�LQ�WKH�SURFHVV�RI�UH�GHILQLWLRQ�RI�WKH�FKDLQ��DQG�WKH�H[WHQW�WR�ZKLFK�LQYROYHPHQW�LQ

WKH� FKDLQ� JHQHUDWHV� QHZ� VNLOOV� DQG� YDOXH�DGGLQJ� DFWLYLWLHV� LQ� $IULFD� �� FUHDWLQJ� MREV� DQG� LQFRPHV� IRU� $IULFDQ

ZRUNHUV��,Q�WKLV�UHVSHFW��LW�DGGUHVVHV�RQH�RI�WKH�NH\�WKHPHV�RI�WKH�,'6�JOREDOLVDWLRQ�UHVHDUFK�SURJUDPPH���KRZ

WKH�JDLQV�IURP�JOREDOLVDWLRQ�FDQ�EH�VSUHDG�PRUH�ZLGHO\�EHWZHHQ�DQG�ZLWKLQ�GHYHORSLQJ�FRXQWULHV��

7KLV� SDSHU� DOVR� XVHV� D� JOREDO� FRPPRGLW\� FKDLQ� DQDO\VLV� WR� FRQVLGHU� WKH� ORQJ�WHUP� SURVSHFWV� IRU

VXVWDLQLQJ�WKH�VXFFHVV�DQG�FRPSHWLWLYHQHVV�RI�WKH�IUHVK�YHJHWDEOHV�LQGXVWU\� LQ�.HQ\D�DQG�=LPEDEZH��+RZ

VHFXUH� DUH� WKH� FRXQWULHV� FXUUHQWO\� GRLQJ� ZHOO� RXW� RI� IUHVK� YHJHWDEOHV� WUDGH"� 7KHUH� DUH� VRPH� UHDVRQV� IRU

RSWLPLVP��,I�WKH�DQDO\VLV�LQ�6HFWLRQ���VKRZV�WKDW�QHZ�VNLOOV�DUH�EHLQJ�FUHDWHG�LQ�$IULFD��WKHQ�WKLV�VWUHQJWKHQV

WKH�YDOXH�RI�$IULFDQ�SURGXFHUV�DQG�H[SRUWHUV�WR�WKHLU�8.�FXVWRPHUV��)XUWKHU��*HUHIIL
V�GHILQLWLRQ�RI�JOREDO

FRPPRGLW\� FKDLQV� LQ� WHUPV� RI� QHWZRUNV� RI� ILUPV� GLUHFWHG� E\� VWUDWHJLF� GHFLVLRQ� PDNLQJ� LPSOLHV� WKDW

UHODWLRQVKLSV�LQ�WKH�FKDLQ�DUH�ERWK�GXUDEOH�DQG�LQIRUPDWLRQ�ULFK��7KH�EX\HU�VXSSOLHU�UHODWLRQVKLS�PD\�KDYH

WKH�FKDUDFWHULVWLFV�RI�ORQJ�WHUP�SDUWQHUVKLS�DQG�PXWXDO�OHDUQLQJ�ZKLFK�KDYH�EHFRPH�PRUH�HYLGHQW�LQ�SDUWV�RI

                                                                                                                                                                         

� 6HH��IRU�H[DPSOH�� WKH�FRPPRGLW\�FKDLQ�VWXGLHV�E\�$SSHOEDXP��6PLWK�DQG�&KULVWHUVRQ� �������DQG�*HUHIIL� DQG�3HQ� �������RQ� WKH�JDUPHQWV
LQGXVWU\��DQG�.RU]HQLHZLF]��������RQ�WKH�VSRUWV�VKRH�LQGXVWU\�

� 4XRWHG�LQ�3DOSDFXHU������������
� 0RUH�LQIRUPDWLRQ�DERXW�WKH�JOREDOLVDWLRQ�UHVHDUFK�SURJUDPPH�FDQ�EH�IRXQG�LQ�,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��������



�

7DEOH�� � �$UP
V� OHQJWK�DQG�2EOLJDW LRQDO �&RQWUDFW LQJ

$UPV�/HQJWK�&RQWUDFWXDO
5HODWLRQ��$&5�

2EOLJDWLRQ�&RQWUDFWXDO�5HODWLRQV
�2&5�

�� 7UDQVDFWLRQDO
GHSHQGHQFH

 %X\HU�VHHNV�WR�PDLQWDLQ�ORZ
GHSHQGHQFH�E\�WUDGLQJ�ZLWK�D�ODUJH
QXPEHU�RI�FRPSHWLQJ�VXSSOLHUV�
6XSSOLHU�VHHNV�WR�WUDGH�ZLWK�PDQ\
FXVWRPHUV�

 )RU�ERWK�FXVWRPHUV�DQG�VXSSOLHUV�
DYRLGDQFH�RI�LQGHSHQGHQFH�LV�QRW�D
SULRULW\��%X\HUV�KDYH�IHZ�VXSSOLHUV��DQG
VXSSOLHUV�KDYH�IHZ�FXVWRPHUV�

�� 2UGHULQJ
SURFHGXUH�DQG
SURMHFWHG�OHQJWK
RI�WUDGLQJ
UHODWLRQVKLS

 2SHQ�ELGGLQJ�IRU�RUGHUV��6KRUW�
WHUP�FRPPLWPHQW�GHVLUHG�DQG�UHDO�

 %LGGLQJ�PD\�QRW�WDNH�SODFH��HVWDEOLVKHG
VXSSOLHUV�WHQG�WR�ZLQ�FRQWLQXHG
EXVLQHVV��/RQJ�WHUP�FRPPLWPHQW
GHVLUHG�DQG�UHDO�

�� ,QVSHFWLRQ  ,QVSHFWLRQ�RQ�GHOLYHU\�  /LWWOH�RU�QR�LQVSHFWLRQ�RQ�GHOLYHU\�IRU
PRVW�SDUWV��&XVWRPHU�LV�LQYROYHG�LQ
HVWDEOLVKLQJ�DQG�RU�PRQLWRULQJ
VXSSOLHU
V�TXDOLW\�V\VWHP�

�� 7HFKQLFDO
DVVLVWDQFH

 ([SHUWLVH�UDUHO\�SRROHG��DQG
DVVLVWDQFH�RQO\�ZKHQ�SDLG�IRU�

 ([WHQVLYH�XQLODWHUDO�RU�ELODWHUDO
WHFKQRORJ\�WUDQVIHU�RYHU�WLPH�

�� &RPPXQLFDWLRQ  ,QIUHTXHQW�DQG�WKURXJK�IRUPDO
FKDQQHOV��1DUURZO\�IRFXVHG�RQ
SXUFKDVLQJ�GHSDUWPHQW�

 0XOWL�FKDQQHOOHG��IUHTXHQW�DQG�RIWHQ
LQIRUPDO�

�� 5LVN�VKDULQJ 5LVNV�UHVXOWLQJ�IURP�SULFH�DQG
GHPDQG�IOXFWXDWLRQV�GLVWULEXWHG
DFFRUGLQJ�WR�H[SOLFLW�SULRU
DJUHHPHQW�

0XFK�VKDULQJ�RI�ULVN��*DLQV�DQG�ORVVHV
GLVWULEXWHG�RQ�FDVH�E\�FDVH�EDVLV
DFFRUGLQJ�WR�VRPH�SULQFLSOH�RI�IDLUQHVV�

6RXUFH���%DVHG�RQ�6DNR���������������

PDQXIDFWXULQJ�LQGXVWU\�LQ�WKH�����V�DQG�����V��2QFH�DJDLQ��WKLV�ZRXOG�SURYLGH�VRPH�LQFUHDVHG�VHFXULW\�IRU

VXSSOLHUV�DOUHDG\�LQ�WKH�FKDLQ�

7KLV�LVVXH�FDQ�EH�VWXGLHG�IURP�WKH�SHUVSHFWLYH�RI�WKH�GLVWLQFWLRQ�EHWZHHQ�DUP
V�OHQJWK�DQG�REOLJDWLRQDO

FRQWUDFWLQJ� XVHG� LQ� WKH� OLWHUDWXUH� RQ� EX\HU�VXSSOLHU� UHODWLRQV�� $� VXPPDU\� RI� WKLV� GLVWLQFWLRQ� LV� VKRZQ� LQ

7DEOH����$UP
V�OHQJWK�FRQWUDFWLQJ�LV�VHHQ�LQ�LWV�PRVW�H[WUHPH�IRUP�LQ�VSRW�WUDQVDFWLRQV�LQ�ZKROHVDOH�PDUNHWV�

%X\HUV�DQG�VXSSOLHUV�KDYH�YHU\�OLPLWHG�FRQWDFW��DQG�UHODWLRQV�DUH�WUDQVLHQW��7KH�8.�VXSHUPDUNHWV�QR�ORQJHU

VRXUFH�WKURXJK�ZKROHVDOH�PDUNHWV��DQG�LW�ZLOO�EH�VKRZQ�LQ�WKLV�SDSHU�WKDW�WKH�IUHVK�YHJHWDEOHV�FRPPRGLW\

FKDLQ� KDV� VRPH� RI� WKH� FKDUDFWHULVWLFV� RI� REOLJDWLRQDO� FRQWUDFWLQJ� VXPPDULVHG� LQ� WKH� WDEOH�� 7UDQVDFWLRQDO

GHSHQGHQFH�LV�UHODWLYHO\�KLJK��UHODWLRQV�DUH�TXLWH�GXUDEOH�DQG�FRPPXQLFDWLRQ�LV�LQWHQVH��+RZHYHU��WKHUH�DUH

WZR�UHDVRQV�IRU�FDXWLRQ��)LUVWO\��WKH�FRQFHQWUDWLRQ�RI�WKH�UHWDLO�VHFWRU�SODFHV�FRQVLGHUDEOH�SRZHU�LQ�KDQGV�RI

WKH� VXSHUPDUNHWV��6HFRQGO\�� VWXGLHV�RI�EX\HU�GULYHQ�FRPPRGLW\� FKDLQV� VKRZ� WKDW�EX\HUV� IUHTXHQWO\� 
VFRXW

IRU�QHZ�VRXUFHV�RI�VXSSO\��DFWLYHO\�SURPRWLQJ�WKH�HQWU\�RI�QHZ�VXSSOLHUV�LQWR�WKH�FKDLQ��7KHUHIRUH��6HFWLRQ��

FRQVLGHUV�WKH�ORQJHU�WHUP�SURVSHFWV�IRU�$IULFDQ�SURGXFHUV�DQG�WKH�FKDQJLQJ�QDWXUH�RI�WKH�IUHVK�YHJHWDEOHV

FKDLQ�



�

7DEOH�� � �'LVWU LEXWLRQ�RI�)UHVK�)UXLW �DQG�9HJHWDEOHV�E\�0DUNHW �2XWOHW � ���6KDUH�RI �9DOXH�

2XWOHW ���� ���� ���� ����

0XOWLSOHV �� �� �� ��

*UHHQJURFHUV�DQG�PDUNHW�VWDOOV �� �� �� ��

,QGHSHQGHQW�*URFHUV�D� � � � �

)DUP�6KRSV�2WKHU � � � �

1RWH����D� �6KRSV�VHOOLQJ�D�UDQJH�RI�IUHVK�DQG�SURFHVVHG�IRRGV�
6RXUFH���)HDUQH�DQG�+XJKHV������������

���7+(�*29(51$1&(�2)�7+(�)5(6+�9(*(7$%/(6�&2002',7<�&+$,1

2YHU�WKH�SDVW����\HDUV��RQH�RI�WKH�PRVW�VWULNLQJ�IHDWXUHV�RI�KRUWLFXOWXUDO�UHWDLOLQJ�LQ�WKH�8QLWHG�.LQJGRP�KDV

EHHQ�WKH�LQFUHDVLQJ�GRPLQDQFH�RI�ODUJH�VXSHUPDUNHWV���$FFRUGLQJ�WR�*UD\�DQG�.OHLK��
6SHFLDOLVW�JUHHQJURFHUV

DQG�IUXLWHUHUV�KDG�D�����PDUNHW�VKDUH�>RI�WKH�8.�PDUNHW@�LQ������EXW�WKLV�KDG�IDOOHQ�WR�����E\�����
�������

����� 7KLV� SURFHVV� KDV� FRQWLQXHG� LQ� WKH� ����V�� DV� FDQ� EH� VHHQ� LQ� 7DEOH� ��� %\� ������ WKH� PXOWLSOH� VWRUHV

�VXSHUPDUNHWV�DQG�PDMRU�UHWDLO�FKDLQV��DFFRXQWHG�IRU�����RI�8.�IUHVK�IUXLW�DQG�YHJHWDEOH�VDOHV���DQG�WKH\

ZHUH� DOVR� UHVSRQVLEOH� IRU� PRVW� RI� WKH� LPSRUW� RI� IUHVK� YHJHWDEOHV� LQWR� WKH� 8.�� 6XSHUPDUNHW� UHWDLOLQJ� LV

FKDUDFWHULVHG�E\�ROLJRSROLVWLF�FRPSHWLWLRQ��$�VPDOO�QXPEHU�RI�UHWDLOHUV�EDWWOH�IRU�FXVWRPHU�OR\DOW\�DQG�PDUNHW

VKDUH��:KLOH� WKH� VXSHUPDUNHWV� IUHTXHQWO\� SURFODLP� SULFH� DQG� YDOXH�IRU�PRQH\� DV� WKHLU� PDMRU� FRPSHWLWLYH

DGYDQWDJH��LQ�UHDOLW\�WKH�OHDGLQJ�VXSHUPDUNHW�FKDLQV�GR�QRW�FRPSHWH�GLUHFWO\�ZLWK�ORZ�SULFH�RXWOHWV��5DWKHU�

WKH\�FRPSHWH�ZLWK�HDFK�RWKHU�ODUJHO\�RQ�WKH�EDVLV�RI�WKH�UDQJH�RI�VHUYLFHV�WKH\�FDQ�RIIHU��GLIIHUHQWLDWLQJ�WKHLU

RIIHULQJV�WKURXJK�QRQ�SULFH�IDFWRUV�

)RU� D� QXPEHU� RI� UHDVRQV�� IUHVK� IUXLW� DQG� YHJHWDEOHV� KDV� EHFRPH� D� NH\� DUHD� RI� FRPSHWLWLRQ� EHWZHHQ

UHWDLOHUV�� 7KH� VXSHUPDUNHWV� FRPSHWH� RQ� DWWULEXWHV� VXFK� DV� D� TXDOLW\�� \HDU�URXQG� DYDLODELOLW\�� SUHVHQWDWLRQ�

SURGXFW� UDQJH�� SDFNDJLQJ� DQG� LQQRYDWLRQ��� $� YLVLW� WR� DQ\�PDMRU� VXSHUPDUNHW� FKDLQ� LQ� WKH�8.�ZLOO� UHYHDO

LQQRYDWLRQ� LQ� SURGXFW� YDULHW\� �YLQH�ULSHQHG� WRPDWRHV�� IRU� H[DPSOH��� IRRG� SUHSDUDWLRQ� �SUH�ZDVKHG� DQG

FKRSSHG�IRRG���SDFNDJLQJ��LQFOXGLQJ�MRLQW�SDFNDJLQJ�RI�FRPSOHPHQWDU\�IRRGV��VXFK�DV�VZHHW�FRUQ�DQG�VXJDU

VQDS�SHDV�UHDG\�IRU�VWLU�IU\�GLVKHV���DQG�WKH�SUHVHQWDWLRQ�RI�H[RWLF�SURGXFH�WR�WKH�PDVV�PDUNHW��IRU�H[DPSOH�

WKURXJK�QHZ�UHFLSH�LGHDV��

7KH� G\QDPLVP� RI� WKLV� WUDGH� LV� URRWHG� LQ� VHYHUDO� IDFWRUV�� &KDQJHV� LQ� GLHWDU\� KDELWV� VWHPPLQJ� IURP

LQFUHDVHG�KHDOWK�DZDUHQHVV��WRJHWKHU�ZLWK�GHPDQG�IRU�FRQYHQLHQFH�IRRGV��KDYH�DFFHOHUDWHG�WKH�FRQVXPSWLRQ

RI�SUHSDUHG�IUHVK�IUXLW�DQG�YHJHWDEOHV�LQ�WKH�8.��5HWDLOHUV�DUH�GHYRWLQJ�PRUH�VKHOI�VSDFH�WR�UHDG\�WR�HDW�IUXLW

DQG�YHJHWDEOHV� WDUJHWHG� DW�KRXVHKROGV�ZKR�ZDQW� FRQYHQLHQW�� KLJK�TXDOLW\� IRRG��:KLOH� IRRG�SURGXFWV� DV� D

ZKROH� DUH� LQFRPH� LQHODVWLF�� IUHVK� IUXLW� DQG� YHJHWDEOHV� DUH� SXUFKDVHG� GLVSURSRUWLRQDWHO\� E\� KLJKHU�LQFRPH

FRQVXPHUV��)UHVK�SURGXFH�LV�FUXFLDO�IRU�DWWUDFWLQJ�DQG�UHWDLQLQJ�VXFK�FXVWRPHUV�

                                                     

� $�UHFHQW�H[DPSOH�RI� LQFUHDVHG�UHWDLO�FRQFHQWUDWLRQ� LV� WKH�PHUJHU�RI�$6'$��WKH�8.
V�WKLUG� ODUJHVW�UHWDLO� FKDLQ��ZLWK�.LQJILVKHU�3/&��ZKLFK
PDNHV�WKHP�WKH�WKLUG�ODUJHVW�LQ�(XURSH�LQ�WHUPV�RI�RSHUDWLQJ�SURILWV��:HDYHU�����E��

� 7KH�VHYHQ�ODUJHVW�UHWDLOHUV�DUH�7HVFR��6DLQVEXU\
V��$VGD��6DIHZD\��6RPHUILHOG��:DLWURVH�DQG�0DUNV�DQG�6SHQFHU��,Q�WKH�FRXUVH�RI�RXU�UHVHDUFK�
ZH�KDYH�LQWHUYLHZHG�))9�EX\HUV�DQG�RWKHU�PDQDJHUV�IURP�ILYH�RI�WKHVH�FRPSDQLHV��DV�ZHOO�DV�8.�LPSRUWHUV��ZKROHVDOHUV�DQG�H[SRUWHUV�IURP
$IULFD���7KH�SDSHU�XVHV�WKH�WHUPV�
VXSHUPDUNHWV
�DQG�
PXOWLSOHV
�WR�UHIHU�WR�WKHVH�VHYHQ�FRPSDQLHV�

� 7KLV�GRHV�QRW�PHDQ�SULFH�LV�XQLPSRUWDQW��&RQVXPHUV�DUH�VHQVLWLYH�WR�SULFLQJ�SRLQWV��IRU�H[DPSOH��VRPH�VXSHUPDUNHWV�SDFN�YHJHWDEOHV�LQ�VL]HV
WKDW�FDQ�EH�VROG�IRU���S���DQG�WKH�PDUJLQV�RI�VXSSOLHUV�DUH�FRQVWDQWO\�XQGHU�SUHVVXUH�



��

)UHVK�SURGXFH�KDV�EHFRPH�ZKDW�UHWDLOHUV�GHVFULEH�DV�D�
GHVWLQDWLRQ
�FDWHJRU\���IUHVK�IUXLW�DQG�YHJHWDEOHV

LV�RQH�RI�WKH�IHZ�SURGXFW�FDWHJRULHV��DORQJ�ZLWK�IUHVK�PHDW�DQG�ZLQH��IRU�ZKLFK�VKRSSHUV�ZLOO�VZLWFK

VWRUHV��,W�LV�DOVR�RQH�RI�WKH�WZR�UHPDLQLQJ�FDWHJRULHV��DORQJ�ZLWK�PHDW��ZKLFK�LV�YLUWXDOO\�DOO�RZQ�ODEHO

DQG�WKXV�RYHU�ZKLFK�WKH\�FDQ�H[HUW�FRQVLGHUDEOH�LQIOXHQFH�DQG�FRQWURO��$V�D�UHVXOW��RYHU�WKH�SDVW�ILIWHHQ

\HDUV��WKH�IUHVK�SURGXFH�GHSDUWPHQW�KDV�PRYHG�IURP�WKH�EDFN�RI�WKH�VWRUH�WR�WKH�IURQW�DQG�KDV�GRXEOHG

LWV�VKHOI�DUHD�LQ�VWRUH������)HDUQH�DQG�+XJKHV���������

(VWLPDWHV�RI�WKH�JURZWK�SURVSHFWV�IRU�WKH�IUHVK�IUXLW�DQG�YHJHWDEOH�PDUNHW�DV�D�ZKROH�YDU\��EXW�LW�LV�ZLGHO\

UHFRJQLVHG�WKDW�VDOHV�RI�VSHFLDOLW\�YHJHWDEOHV��DQG�SUHSDUHG�IUHVK�IRRG�KDYH�JURZQ�FRQVLGHUDEO\�LQ�WKH�����V

DQG�DUH�H[SHFWHG�WR�FRQWLQXH�JURZLQJ�UDSLGO\�LQ�WKH�IRUHVHHDEOH�IXWXUH��)HDUQH�DQG�+XJKHV�����������HVWLPDWH

WKDW�
VDOHV�RI�VSHFLDOLW\�YHJHWDEOHV�KDYH�LQFUHDVHG�E\�����LQ�YROXPH�WHUPV�GXULQJ�WKH�SHULRG��������
��7KH\

IXUWKHU�GUDZ�DWWHQWLRQ�WR�WKH�UDSLG�JURZWK�LQ�VDOHV�RI�SUH�ZDVKHG�VDODGV��ZKLFK�DUH�VROG�UHDG\�WR�HDW��7KHVH

LQFUHDVHG�E\�������LQ�YDOXH�WHUPV�EHWZHHQ������DQG�������)HDUQH�DQG�+XJKHV�����������

7KH� FRXQWULHV� RI� VXE�6DKDUDQ�$IULFD� KDYH� IRXQG� D� QLFKH� LQ� WKLV� WUDGH�� ,PSRUWV� RI� IUHVK� DQG� FKLOOHG

OHJXPLQRXV�YHJHWDEOHV� �+DUPRQLVHG� WDULII� FDWHJRU\������� LQWR� WKH�(XURSHDQ�8QLRQ� IURP�RXWVLGH�:HVWHUQ

(XURSH� �LQFOXGLQJ� WKH�&DQDU\� ,VODQGV�� URVH�E\� �����EHWZHHQ������ DQG������� UHDFKLQJ�(&8�����PLOOLRQ�

7KH�PDMRU�SDUW�RI� WKHVH� LPSRUWV� �(&8������PLOOLRQ��RU� ����RI� WKH� WRWDO�� FDPH� IURP� VXE�6DKDUDQ�$IULFD�

.HQ\D�DORQH�VXSSOLHG�������RI�WKHVH�LPSRUWV��ZRUWK�(&8������PLOOLRQ�LQ�������(XURVWDW�GDWDEDVH���)XUWKHU�

WKH� ���(XURSHDQ�8QLRQ� FRXQWULHV� LPSRUWHG�(&8� ���PLOOLRQ� RI� 
RWKHU� IUHVK� YHJHWDEOHV
� �+6� ������ZKLFK

LQFOXGHV�DUWLFKRNHV��DVSDUDJXV��PXVKURRPV��VZHHW�SHSSHUV�DQG�FDSVLFXP��IURP�VXE�6DKDUDQ�$IULFD�LQ������

:KLOH�WKLV�WUDGH�LV�GRPLQDWHG�E\�FRXQWULHV�LQ�&HQWUDO�(XURSH�DQG�WKH�0LGGOH�(DVW��3RODQG��+XQJDU\��,VUDHO

DQG�7XUNH\���.HQ\D�ZDV�WKH�ILIWK�ODUJHVW�VXSSOLHU�RI�WKHVH�SURGXFWV�WR�WKH�(XURSHDQ�8QLRQ�

6DOHV� RI� LPSRUWHG� VSHFLDOLW\� YHJHWDEOHV� VXFK� DV� DVSDUDJXV�� ILQH� EHDQV��PDQJHWRXW� DQG� EDE\FRUQ� KDYH

LQFUHDVHG� PDUNHGO\� LQ� WKH� 8.�� 7KH� PDUNHW� IRU� LPSRUWHG� IUHVK� YHJHWDEOHV� KDV� VKLIWHG� DZD\� IURP� $VLDQ

YHJHWDEOHV�IRU�WKH�HWKQLF�PDUNHW�DQG�RII�VHDVRQ�VXSSO\�RI�WHPSHUDWH�YHJHWDEOHV�WRZDUGV�DQ�LQFUHDVLQJ�\HDU�

URXQG� VXSSO\� RI� VSHFLDOLW\� YHJHWDEOHV� VROG� LQ� PDLQVWUHDP� PDUNHWV�� 6RPH� VSHFLDOLW\� YHJHWDEOHV�� VXFK� DV

PDQJHWRXW�DQG�VXJDUVQDS�SHDV��KDYH�DOUHDG\�VKLIWHG�WR�WKH�IULQJHV�RI�PDLQVWUHDP�WUDGLQJ��6HDWRQ�������

7KH�ZD\�WKLV�WUDGH�KDV�EHHQ�VWUXFWXUHG�LV�FRQVLGHUHG�KHUH�LQ�WHUPV�RI�WKUHH�TXHVWLRQV�DERXW�WKH�IUHVK

YHJHWDEOH�FRPPRGLW\�FKDLQ��WKH�RXWSXWV�WKH�FKDLQ�LV�PHDQW�WR�SURGXFH��WKH�VWUXFWXUH�RI�WKH�FKDLQ��WKH�DFWRUV

LQ�WKH�FKDLQ�DQG�WKHLU�UROHV��DQG�ZKR�PDNHV�WKH�NH\�GHFLVLRQV�LQ�WKH�FKDLQ�

����7KH�2XWSXWV�RI�WKH�&KDLQ

3DUDSKUDVLQJ� WKH� FRPPHQWV� RI� D� VHQLRU� LQGXVWU\� PDQDJHU�� 8.� FXVWRPHUV� DUH� ORRNLQJ� IRU� JRRG� TXDOLW\�

ZKROHVRPH��VDIH� IRRG��ZLWK�D�FRQVLVWHQF\�RI� IODYRXU��DYDLODEOH�ZKHQ� WKH\� UHTXLUH� LW� DW� D� FRPSHWLWLYH�SULFH�

7KLV�WUDQVODWHV�LQWR�VL[�RXWSXWV�UHTXLUHG�IURP�WKH�FKDLQ�

                                                     

� ([DPSOHV�RI�VSHFLDOLW\�YHJHWDEOHV�DUH�VKRZQ�LQ�7DEOH���EHORZ�



��

4XDOLW\�DQG�&RQVLVWHQF\

3URGXFWV�PXVW�EH�YLVXDOO\�DSSHDOLQJ�ZLWK�D�VKDSH��WH[WXUH�DQG�IODYRXU�WKDW�DUH�DWWUDFWLYH�WR�FXVWRPHUV��7KH

VXSHUPDUNHWV�KDYH�H[WHQGHG�WKH�FRQFHSW�RI�VHOI�VHUYLFH�WR�IUXLW�DQG�YHJHWDEOHV��DQG�WKLV�UHLQIRUFHV�WKH�QHHG

IRU� LQVWDQW�� DSSHDOLQJ� SURGXFH�� &XVWRPHUV� FDQ� VHOHFW� WKHLU� RZQ� IUXLW� DQG� YHJHWDEOHV�� OHDYLQJ� XQDWWUDFWLYH

SURGXFH� RQ� WKH� VKHOYHV� WR� URW�� $FFRUGLQJ� WR� RQH� VHQLRU� VXSHUPDUNHW� PDQDJHU�� WKH� SURGXFH� OHIW� RQ� WKH

VKHOYHV�E\�FXVWRPHUV�GHWHUPLQHV�WKH�TXDOLW\�VWDQGDUG��,GHDOO\��WKH�FXVWRPHU�VKRXOG�EH�DEOH�WR�EX\�D�SURGXFW

WKDW�LV�FRQVLVWHQW�LQ�DSSHDUDQFH�DQG�WDVWH��QRW�RQO\�DW�DQ\�RQH�WLPH��EXW�DOVR�SUHIHUDEO\�DFURVV�WKH�JURZLQJ

VHDVRQ��)RU�WKH�FXVWRPHUV�WDUJHWHG�E\�WKH�PXOWLSOHV��WRS�TXDOLW\�LV�LPSHUDWLYH�IRU�PDUNHWDELOLW\��7KLV�UHTXLUHV

VRSKLVWLFDWHG�TXDOLW\�V\VWHPV�DQG�ORJLVWLFV�WR�HQVXUH�WKDW�SURGXFWV�DUH�JURZQ�DQG�WKHQ�SUHVHUYHG�LQ�WKH�EHVW

SRVVLEOH�VWDWH�

5HOLDELOLW\�RI�6XSSO\

6XSHUPDUNHWV�PDNH� VWURQJ�GHPDQGV�RQ� WKH� VHFXULW\�RI�GHOLYHU\� DQG� IHDU� WKDW� LI�SURGXFWV� DUH�QRW� DYDLODEOH

ZKHQ�D�FXVWRPHU�JRHV�VKRSSLQJ��VKH�KH�ZLOO�VZLWFK�WR�RWKHU�RXWOHWV��$V�RQH�VXSHUPDUNHW�QRWHG��
ZH�FDQ�ILQG

WKH� VXSSO\� DOO� DURXQG� WKH� ZRUOG�� EXW� LI� ZH� FDQ
W� JHW� LW� LQ� DQG� LQ� TXLFN� WLPH�� LW
V� RI� QR� XVH�
�� 7KLV� SODFHV

HPSKDVLV�RQ�ORJLVWLFV�DQG�VHFXULW\�RI�VXSSO\�

&RVW

$OWKRXJK�SULFH�KDV�QRW�EHHQ�WKH�FULWLFDO�VXFFHVV�IDFWRU�IRU�VXSHUPDUNHW�IUHVK�YHJHWDEOHV��PDUJLQV�DQG�SULFHV

DUH�XQGHU�SUHVVXUH�EHFDXVH�RI�WKH�FRQWLQXLQJ�FRPSHWLWLRQ�DQG�FRQFHQWUDWLRQ�LQ�UHWDLOLQJ��6XSSOLHUV�PXVW�EH

DEOH� WR� NHHS� SULFHV� GRZQ� ZKLOH� PDLQWDLQLQJ� KLJK� TXDOLW\� DQG� FRQVLVWHQW� VXSSO\�� 2QH� HOHPHQW� LQ� FRVW

UHGXFWLRQ�LV�VFDOH��6XSHUPDUNHWV�EHOLHYH�WKDW�WKH\�UHGXFH�WKHLU�RZQ�WUDQVDFWLRQ�FRVWV�E\�GHDOLQJ�ZLWK�IHZHU�

ODUJHU�VXSSOLHUV��DQG�WKDW�ODUJHU�VXSSOLHUV�KDYH�EHWWHU�RSSRUWXQLWLHV�WR�UHGXFH�WKHLU�RZQ�FRVW�EDVHV�

9DULHW\��9DOXH�DGGHG�DQG�,QQRYDWLRQ

7KH� VXSHUPDUNHWV� KDYH� H[WHQGHG� WKHLU� IUHVK� SURGXFH� UDQJHV�� LQFUHDVLQJ� WKH� QXPEHU� RI� YDULHWLHV� RI� EDVLF

SURGXFWV� �VXFK�DV� WRPDWRHV�DQG�DSSOHV���DQG� LQWURGXFLQJ�FRPSOHWHO\�QHZ�SURGXFWV�RQWR� WKH� VKHOYHV��7KH\

FRQVWDQWO\� ORRN�IRU�QHZ�SURGXFW� LGHDV�DQG�SUHVHQWDWLRQV��7KH�FRPSHWLWLRQ�IRU�KLJK�VSHQGLQJ��PLGGOH�FODVV

FRQVXPHUV�ZKR�ZDQW�IUHVK��KHDOWK\�IRRG�WKDW�FDQ�EH�SUHSDUHG�TXLFNO\�KDV�IRFXVHG�RQ�RIIHULQJ�DQ�LQFUHDVLQJ

UDQJH� RI� SURGXFWV�� SUHSDUHG� IRRGV�� SURGXFW� FRPELQDWLRQV� DQG� DWWUDFWLYH� SDFNDJLQJ�� 3URFHVVLQJ�� SDFNDJLQJ

DQG�WKH�GHYHORSPHQW�RI�QHZ�YDULHWLHV�FUHDWH�D�YHU\�VLJQLILFDQW�SULFH�SUHPLXP��7KH�ZD\V�LQ�ZKLFK�YDOXH�FDQ

EH�DGGHG�WR�WKH�KXPEOH�FDUURW�LV�VKRZQ�LQ�7DEOH����,Q�RQH�VXSHUPDUNHW�LQ�WKH�%ULJKWRQ�DUHD��ORRVH��&ODVV��

�WKH�EHVW��FDUURWV�ZHUH�VHOOLQJ�IRU���S�SHU�SRXQG��HTXLYDOHQW�WR�����S�SHU�NLOR�� LQ�$SULO�������&DUURWV�VROG

UHDG\�SDFNHG�LQ�D�SODVWLF�EDJ�FRVW�PRUH�WKDQ�GRXEOH�WKH� ORRVH�SULFH��3HHOLQJ�DQG�VOLFLQJ�FDUURWV� LQFUHDVH

WKH�SULFH�WR������S��ZKLOH�PLQL�FDUURWV�DQG�
PLQL�FUXQFK
�FDUURWV�FRXOG�EH�VROG�DW�D�SULFH�XS�WR�������SHU�NLOR�

RU����WLPHV�WKH�SULFH�RI�ORRVH��IXOO�VL]HG�FDUURWV�



��

7DEOH�� � �$GGLQJ�9DOXH�WR�&DUURWV

3URGXFW :HLJKW�DQG�3ULFH 3ULFH�SHU�NLOR

%DVLF�FDUURWV��&ODVV�� ��S�SHU�OE��ORRVH ����S

%DVLF�FDUURWV��EDJJHG��FODVV�� ��S����NJ�EDJ ��S

3HHOHG�DQG�VOLFHG�FDUURWV ���J�EDJ����S �����

&DUURW� EDWRQV� �SHHOHG�� FKRSSHG�
ZDVKHG��UHDG\�WR�HDW�

���J�EDJ����S �����

3HHOHG��UHDG\�WR�FRRN�PLQL�FDUURWV ���J�EDJ����S �����

0LQL�FDUURWV�LQ�WUD\ ���J�WUD\����S �����

0LQL�FUXQFK� FDUURWV� �SHHOHG�� FKRSSHG�
ZDVKHG��UHDG\�WR�HDW�

���J�EDJ����S �����

6RXUFH��$XWKRUV
�REVHUYDWLRQV�LQ�RQH�8.�VXSHUPDUNHW�

)XUWKHU�YDOXH�DGGLQJ�GHYHORSPHQWV�GHVLJQHG�WR�DWWUDFW�FXVWRPHUV�LQFOXGH�WKH�GHYHORSPHQW�RI�QHZ�SURGXFW

FRPELQDWLRQV�� VXFK� DV� SHHOHG� DQG� FKRSSHG�SDSD\D� SDFNDJHG� WRJHWKHU�ZLWK�ZHGJHV� RI� OLPH�� RU� SDFNHWV� RI

YHJHWDEOH�FRPELQDWLRQV�SHHOHG��VOLFHG�DQG�ZDVKHG��UHDG\�WR�EH�SXW�VWUDLJKW�LQWR�VWLU�IU\�GLVKHV��$FFRUGLQJ�WR

RQH�1HZ�=HDODQG�IUXLW�H[SRUWHU��
,W�LV�DOO�DERXW�SXWWLQJ�VRPH�WKHDWUH�LQWR�WKH�UHWDLO�HQYLURQPHQW�DQG�ZH�ZLOO

EH� SODFLQJ� GHFRUDWHG� ELQV� LQ� VWRUH�� SURYLGLQJ� SRLQW�RI�VDOH� PDWHULDO� DQG� FRPSHWLWLRQ� OHDIOHWV� WR� DWWUDFW

DWWHQWLRQ�WR�RXU�DSSOHV
��/HLJKWRQ��������+HQFH��WKH�IUHVK�YHJHWDEOH�YDOXH�FKDLQ�KDV�WR�EH�FDSDEOH�QRW�RQO\�RI

SURYLGLQJ�WKH�SURFHVVLQJ�UHTXLUHG�WR�DGG�YDOXH��EXW�DOVR�RI�TXLFNO\�GHYHORSLQJ��SURGXFLQJ�DQG�PDUNHWLQJ�QHZ

SURGXFWV�

1RWZLWKVWDQGLQJ�WKHVH�REVHUYDWLRQV��LW�VKRXOG�EH�QRWHG�WKDW�WKH�UHWXUQV�WR�WKH�FKDLQ�DUH�FRQFHQWUDWHG�LQ

WKH�8.��7KLV�LV�VHHQ�FOHDUO\�LQ�7DEOH����,Q�WKH�FDVH�RI�WZR�W\SHV�RI�EHDQ��RQH�H[SRUWHG�IURP�=LPEDEZH�DQG

WKH�RWKHU�IURP�.HQ\D��WKH�FRVWV�RI�WKH�SURGXFHU��H[SRUWHU�DQG�SDFNDJLQJ�DPRXQWHG�WR�������DQG�������RI

WKH�ILQDO�SULFH�RI�WKH�SURGXFW��7KH�JUHDWHVW�PDUJLQV�ZHUH�DW�WKH�HQG�RI�WKH�FKDLQ��DW�WKH�VXSHUPDUNHW��:KLOH

WKH�SUHFLVH�YDOXHV�IRU�WKHVH�LWHPV�YDU\�FRQVLGHUDEO\�DFURVV�WKH�JURZLQJ�VHDVRQ��WKH�RYHUDOO�EDODQFH�RI�UHWXUQV

LV�FOHDUO\�LOOXVWUDWHG�E\�WKH�WZR�FDVHV�

)RRG�6DIHW\

7KH� ����� )RRG� 6DIHW\� $FW� UHTXLUHV� UHWDLOHUV� WR� GHPRQVWUDWH� WKDW� WKH\� KDYH� VKRZQ� 
GXH� GLOLJHQFH
� LQ

PDQXIDFWXUH��WUDQVSRUWDWLRQ��VWRUDJH�DQG�SUHSDUDWLRQ�RI�IRRG��0DUVGHQ�DQG�:ULJOH\��������,Q�SUDFWLFH��WKLV

PHDQ�VKRZLQJ�WKDW�
UHDVRQDEOH
�FDUH�KDV�EHHQ�WDNHQ�WR�HQVXUH�IRRG�VDIHW\��,Q�UHVSRQVH�WR�WKLV�UHTXLUHPHQW�

8.�VXSHUPDUNHWV�KDYH�GHYHORSHG�V\VWHPV�WKDW�DOORZ�SURGXFWV�WR�EH�WUDFHG�IURP�WKH�ILHOG�WR�WKH�VXSHUPDUNHW

VKHOI��$OO�VXSHUPDUNHWV�LQVLVW�WKDW�SURGXFWV�EH�EDU�FRGHG�ZLWK�WKH�VRXUFH�RI�SURGXFWLRQ��)RU�H[SRUWHUV��WKH

8.�PDUNHW� LV� YLHZHG� DV� H[WUHPHO\� VWULFW� LQ� UHJDUG� WR� IRRG� VDIHW\� DQG� SHVWLFLGH� DSSOLFDWLRQ�� &RQWLQHQWDO

(XURSH�LV�VHHQ�DV�OHVV�ULJLG��$V�RQH�=LPEDEZHDQ�H[SRUWHU�FODLPHG��
\RX�FDQ�GLS�LW�LQ�''7�DQG�VKLS�LW�RII�WR

WKH�((&��ZH�FDQ
W�GR� WKDW�ZLWK� WKH�8.�
�1HYHUWKHOHVV�� LW� LV� H[SHFWHG� WKDW� FRQWLQHQWDO�(XURSH� �WKH� VHFRQG

ODUJHVW� GHVWLQDWLRQ� IRU� $IULFDQ� SURGXFH�� ZLOO� LQWURGXFH� HTXDOO\� VWULFW� UHVLGXH� OHYHO� UHTXLUHPHQWV� E\� ����

�LQWHUYLHZ�ZLWK�IUHVK�SURGXFH�H[SRUWHU��



��

7DEOH��� �&RVW �6WUXFWXUH�RI �$IU LFD�))9�([SRUWV � WR� WKH�8.

2QH�WRQQH�H[SRUW�ORW�RI
PDQJHWRXW�IURP�=LPEDEZH

([SRUW�RI�IUHVK
YHJHWDEOHV�IURP�.HQ\D

6WDJH 3ULFH�SHU
WRQQH����

��RI�ILQDO�SULFH ��RI�ILQDO�SULFH

3URGXFHU ��� ���� ����
([SRUWHU ��� ���
3DFNDJLQJ ��� ��� ����
$LU�IUHLJKW�DQG
KDQGOLQJ�D� ���� ���� ����
727$/�&,)�IURP
$IULFD

���� ���� ����

,PSRUWHU�FKDUJHV�DQG
FRPPLVVLRQ

����E� ���� ���

6XSHUPDUNHW
6WRFNRXW�F�
2WKHU�FRVWV
0DUN�XS

���
���
����

����
���
����

����

7RWDO�SULFH ���� ����� ���
1RWH�

�D��:KLOH� WKH�DLU� IUHLJKW�FKDUJHV�PLJKW� DSSHDU�KLJK�� WKH\�PDWFK� WKRVH� IRU� WKH�*DPELD� LQ� WKH� HDUO\� ����V
FDOFXODWHG�E\�/LWWOH�DQG�'RODQ���������,Q�WKLV�FDVH��DLU�IUHLJKW�FRVWV�FDPH�WR�����RI�WKH� WRWDO�&,)�H[SRUW
FRVW��
�E�� ,QFOXGHV� DLUSRUW� KDQGOLQJ�� WUDQVSRUW� DQG� VWRUDJH� LQ�8.�� DV� ZHOO� DV� LPSRUWHU
V� �L�H�� FDWHJRU\�PDQDJHU�
FRPPLVVLRQ��,Q�WKH�.HQ\DQ�H[DPSOH�WKH�8.�DLUSRUW�FRVWV�PD\�EH�LQFOXGHG�LQ�WKH�
DLU�IUHLJKW�DQG�KDQGOLQJ

FDWHJRU\�
�F��,QFOXGHV�ORVVHV�IURP�XQVROG�SURGXFH��HWF�
6RXUFHV��0DQJHWRXW��$IULFDQ�H[SRUWHU��)LQH�EHDQV��8.�LPSRUWHU�

(WKLFDO�7UDGH

6XSHUPDUNHWV� DUH� XQGHU� VRPH� SUHVVXUH� WR� HQVXUH� WKDW� WKHLU� SURGXFWLRQ� V\VWHPV� DUH� VRFLDOO\� DQG

HQYLURQPHQWDOO\�VRXQG��7KH�LVVXHV�RI�ODERXU�DQG�HQYLURQPHQWDO�VWDQGDUGV�KDYH�JDLQHG�LQFUHDVHG�LPSRUWDQFH

LQ� WKH� PLQGV� RI� FRQVXPHUV�� DQG� WKH� 8.� JRYHUQPHQW� KDV� EHHQ� DFWLYHO\� SURPRWLQJ� WKH� LQYROYHPHQW� RI

UHWDLOHUV�LQ�WKH�GHYHORSPHQW�RI�VWDQGDUGV��3HUKDSV�PRUH�WR�SRLQW��UHWDLOHUV�KDYH�EHFRPH�DFXWHO\�DZDUH�RI�WKH

GDPDJH� WKDW�FDQ�EH�FDXVHG� WR� WKHLU� LPDJH�E\�H[SRVpV�RI�SRRU� ODERXU�FRQGLWLRQV� �SDUWLFXODUO\� FKLOG� ODERXU�

DQG� HQYLURQPHQWDOO\� GDPDJLQJ� SURGXFWLRQ� SURFHVVHV�� $V� D� UHVXOW�PRVW� UHWDLOHUV� KDYH� GHYHORSHG� FRGHV� RI

SUDFWLFH� WKDW� DGGUHVV�SURFHGXUHV� UHJDUGLQJ�KHDOWK\� DQG� VDIHW\�� HPSOR\PHQW� FRQGLWLRQV�� DQG� HQYLURQPHQWDO

PDQDJHPHQW�WKURXJKRXW�WKH�VXSSO\�FKDLQ��$V�RQH�LPSRUWHU�FODLPHG��WKH�SUHVVXUH�IRU�HWKLFDO�WUDGH�LV�
DFWXDOO\

VXSSRUWLQJ�D�KLJKO\�VRSKLVWLFDWHG��UHJXODWHG�DQG�H[FOXVLYH�VXSSO\�FKDLQ�


����7KH�6WUXFWXUH�RI�WKH�&KDLQ

7KH�H[WHQW�DQG�VRSKLVWLFDWLRQ�RI�WKH�8.�VXSHUPDUNHW�SURYLVLRQ�RI�LPSRUWHG�VSHFLDOLW\�YHJHWDEOHV�LV�VKRZQ

LQ�7DEOH� ���7KH� UDQJH� RI� SURGXFWV�ZDV� UHFRUGHG� LQ� YLVLWV� WR� IRXU� OHDGLQJ� VXSHUPDUNHWV� LQ� WKH�%ULJKWRQ

DUHD��,Q�HDFK�FDVH��WZR�RU�PRUH�YLVLWV�ZHUH�PDGH�LQ�D�SHULRG�RI�XQGHU����GD\V��7KHVH�UHYHDOHG�D�ZLGH�UDQJH�RI

IUHVK�YHJHWDEOHV� LPSRUWHG� IURP�GLIIHUHQW� FRXQWULHV�� DQG� D� YDULHW\�RI�SDFNDJLQJ� DQG�SURGXFW�SUHVHQWDWLRQV�

UDQJLQJ� IURP� ORRVH�SURGXFH� �MXVW�RQH� FDVH��� WR� FHOORSKDQH�ZUDSSHG�� WULPPHG�SURGXFH� LQ� WUD\V�� YHJHWDEOHV

SUHSDUHG�DQG�UHDG\�WR�FRRN��DQG�FRPELQDWLRQV�RI�YHJHWDEOHV�LQ�RQH�WUD\�



��

7DEOH��� �6SHFLDO L W\ �9HJHWDEOHV� LQ�8.�6XSHUPDUNHWV� �$SU L O ����� � D �

3URGXFW 3URFHVVLQJ�DQG�3DFNDJLQJ $VGD 0	6 6DLQVEXU\
V :DLWURVH
DVSDUDJXV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ 3HUX

7KDLODQG�E�

7KDLODQG

DVSDUDJXV��EXQFKHG XQWULPPHG�LQ�FHOORSKDQH
SDFN

=LPEDEZH =LPEDEZH

DVSDUDJXV�WLSV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ 7KDLODQG =LPEDEZH
DVSDUDJXV�
EDE\FRUQ�DQG
PDQJHWRXW

WULPPHG�DQG�FRPELQHG�LQ
RQH�WUD\

*XDWHPDOD�
6SDLQ��

7KDLODQG�E�

GZDUI�FRUQ WULPPHG�DQG�ZUDSSHG�LQ�WUD\ 7KDLODQG
EDE\FRUQ WULPPHG�DQG�ZUDSSHG�LQ�WUD\ 7KDLODQG .HQ\D 7KDLODQG
EDE\FRUQ�DQG
PDQJHWRXW

WULPPHG�DQG�FRPELQHG�LQ
RQH�WUD\

.HQ\D 6RXWK�$IULFD
=LPEDEZH

*DPELD

EDE\FRUQ�
PDQJHWRXW�	
FDUURWV

WULPPHG�DQG�FRPELQHG�LQ
RQH�WUD\

7KDLODQG�
*XDWHPDOD��
+ROODQG

PRUH�WKDQ
RQH�FRXQWU\

PDQJHWRXW XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

.HQ\D .HQ\D
=DPELD

.HQ\D

PDQJHWRXW WULPPHG�DQG�ZUDSSHG�LQ�WUD\ (J\SW

*XDWHPDOD

.HQ\D


.HQ\D *XDWHPDOD .HQ\D

GZDUI�EHDQV XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

(J\SW .HQ\D

GZDUI�EHDQV ORRVH .HQ\D
ILQH�EHDQV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ .HQ\D .HQ\D .HQ\D *DPELD
ILQH�EHDQV XQWULPPHG�LQ�FHOORSKDQH

SDFNHW
*DPELD
.HQ\D

=DPELD


*DPELD

ILQH�EHDQV�DQG
EDE\�FDUURWV

WULPPHG�SHHOHG�DQG
FRPELQHG�LQ�RQH�WUD\

.HQ\D

KDUG�VKHOO�JDUGHQ
SHDV

ZDVKHG��DQG�UHDG\�WR�FRRN�LQ
WUD\

.HQ\D

URXQG�EHDQV XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

*DPELD

VWULQJOHVV�EHDQV XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

(J\SW

UXQQHU�EHDQV XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

=LPEDEZH .HQ\D =LPEDEZH

UXQQHU�EHDQV WULPPHG��ZDVKHG�DQG�UHDG\�WR
FRRN�LQ�FHOORSKDQH�SDFNHW

=LPEDEZH .HQ\D

UXQQHU�EHDQV�	
FDUURWV

VOLFHG��ZDVKHG�DQG�UHDG\�WR
FRRN�LQ�RQH�WUD\

9DULRXV
FRXQWULHV

VXJDU�VQDSV XQWULPPHG�LQ�FHOORSKDQH
SDFNHW

.HQ\D

VXJDU�VQDSV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ *XDWHPDOD
6RXWK�$IULFD

*XDWHPDOD

EUXVVHO�VSURXWV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ .HQ\D
WHQGHUVWHP
EURFFROL

WULPPHG�DQG�ZUDSSHG�LQ�WUD\ =LPEDEZH

FRXUJHWWHV WULPPHG�DQG�ZUDSSHG�LQ�WUD\ 6RXWK�$IULFD
JOREH�DUWLFKRNHV LQ�FHOORSKDQH�SDFNHW (J\SW

1RWH� �D��7KH�FRXQWU\�RI�RULJLQ�LQ�WKH�WDEOH�LV�WKDW�VWDWHG�RQ�WKH�ODEHO��7KLV�LV�VRPHWLPHV�DFFLGHQWDOO\�RU�GHOLEHUDWHO\�PLV�VSHFLILHG�

�E�� :KHUH� YDULRXV� FRXQWULHV� DUH� LQGLFDWHG� DV� D� VRXUFH�� ZLWK� D� VODVK� EHWZHHQ� WKHP�� WKLV� PHDQV� GLIIHUHQW� SDUWV� RI� WKH� SURGXFW

FRPELQDWLRQ� DUH� VRXUFHG� IURP� GLIIHUHQW� FRXQWULHV��:KHUH� YDULRXV� FRXQWULHV� DUH� PDUNHG� ZLWK� DQ� DVWHULVN�� LW� PHDQV� WKDW� LGHQWLFDO

SURGXFH�ZDV�DYDLODEOH�IURP�GLIIHUHQW�FRXQWULHV�VLGH�E\�VLGH�RQ�WKH�VKHOI�

,Q�RUGHU�WR�SXW�VXFK�D�FRQVLGHUDEOH�YDULHW\�DQG�TXDQWLW\�RI�IUHVK�SURGXFH�RQ�WKH�VKHOYHV��DQG�WR�DFKLHYH�WKH

UHTXLUHPHQWV� VHW� RXW� LQ� 6HFWLRQ� ����� WKH� VXSHUPDUNHWV� UHVWUXFWXUHG� WKH� IUHVK� YHJHWDEOH� FRPPRGLW\� FKDLQ�

:KHQ�WKH�8.�VXSHUPDUNHWV� ILUVW�EHJDQ� WR�VHOO� IUHVK�IUXLW� DQG�YHJHWDEOHV�� WKH\�ERXJKW� IURP� WKH�ZKROHVDOH
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PDUNHWV��HPSOR\LQJ�DJHQWV�ZRUNLQJ�RQ�D�FRPPLVVLRQ�EDVLV��7KH�VXSHUPDUNHWV
�ZHUH�XQDEOH�WR�WUDQVPLW�WKHLU

UHTXLUHPHQWV� HIIHFWLYHO\� WR� WKHLU� VRXUFHV� RI� VXSSO\�� )XUWKHU�� WKH� LQGLUHFW� DQG� GLVFRQWLQXRXV� UHODWLRQVKLSV

EHWZHHQ� WKH� VXSHUPDUNHWV� DQG� JURZHUV� PHDQW� WKDW� WKH� ODWWHU� KDG� QR� LQFHQWLYH� WR� PDNH� DVVHW�VSHFLILF

LQYHVWPHQWV� WR�PHHW� VXSHUPDUNHW� UHTXLUHPHQWV�� 7KH� ZKROHVDOH� PDUNHW� DFWHG� DV� D� EDUULHU� WR� WKH� W\SHV� RI

LQIRUPDWLRQ�IORZV�DQG�UHODWLRQVKLSV�UHTXLUHG�E\�WKH�VXSHUPDUNHWV�

7KHUHIRUH�� WKH� VXSHUPDUNHWV�EHJDQ� WR�E\SDVV� WKH�ZKROHVDOH�PDUNHWV�� EX\LQJ�GLUHFWO\� IURP�SURGXFHUV�

WKXV�FKDQJLQJ�WKH�VWUXFWXUH�RI�WKH�LQGXVWU\�LQ�WKH�8.��7KH�QXPEHU�RI�LQWHUPHGLDULHV�LQ�WKH�LQGXVWU\�KDV�EHHQ

UHGXFHG��DQG�WKRVH�WKDW�UHPDLQ�KDYH�WR�MXVWLI\�WKHLU�H[LVWHQFH�WKURXJK�DGGLQJ�YDOXH�WR�WKH�SURGXFW�

6XSHUPDUNHWV�KDYH�EHHQ�DGHSW�LQ�UHPRYLQJ�VXSSO\�FKDLQ�PHPEHUV�ZKR�ZHUH�QRW�SHUFHLYHG�WR�EH�DGGLQJ

JHQXLQH� YDOXH� WR� WKH� SURGXFW� LQ� LWV� PRYHPHQW� IURP� IDUP� WR� FRQVXPHU�� 7KH� QXPEHU� RI� WUDGLWLRQDO

PDUNHWLQJ� DJHQWV�KDV�EHHQ�GHFLPDWHG� DQG� WKHUH� KDV� EHHQ� D� JURZWK� LQ� LPSRUWDQFH� RI� WKH� SUH�SDFNHU�

DFWLQJ�DV�WKH�NH\� OLQN�EHWZHHQ�WKH�JURZHU�DQG�VXSHUPDUNHW�DQG�� LQFUHDVLQJO\�� WDNLQJ�UHVSRQVLELOLW\� IRU

VRXUFLQJ�VXSSOLHV�� OLDVLQJ�ZLWK�JURZHUV� DQG�EXLOGLQJ�JOREDO�QHWZRUNV� IRU�\HDU�URXQG�VXSSOLHV�� �)HDUQH

DQG�+XJKHV���������

7KH� GHYHORSPHQW� RI� WKHVH� UHODWLRQVKLSV� ZLWK� WKH� ODUJHU� 8.� SURGXFHUV� DQG� LQWHUPHGLDULHV� HQDEOHG

VXSHUPDUNHWV� WR�REWDLQ�PDQ\�RI� WKH�RXWSXWV�GHVFULEHG� LQ� WKH�SUHYLRXV� VXEVHFWLRQ��7KH\�ZHUH�DEOH� WR�GHDO

ZLWK� D� VPDOOHU� QXPEHU� RI� ODUJHU� SURGXFHUV� RU� SDFNHUV�� ZKLFK� KDG� WKH� IDFLOLWLHV� IRU� DGGLQJ� YDOXH� WR� WKH

SURGXFW�� 7KH� HOLPLQDWLRQ� RI� LQWHUPHGLDULHV� DOVR� DOORZHG� IRU� EHWWHU� FRPPXQLFDWLRQ� RI� WKH� VXSHUPDUNHWV


QHHGV�VXFK�DV�LPSURYHG�PDQDJHPHQW�RI�TXDOLW\�DQG�WUDFHDELOLW\��7KH�GHYHORSPHQW�RI�WKHVH�UHODWLRQVKLSV�ZDV

JLYHQ�DGGHG�LPSHWXV�E\�WKH������)RRG�6DIHW\�$FW��,Q�PDQ\�UHVSHFWV��WKHVH�GHYHORSPHQWV�FDQ�EH�VHHQ�DV�DQ

H[WHQVLRQ� WR� WKH� DJULFXOWXUDO� VHFWRU� RI� WKH� MXVW�LQ�WLPH� DQG� WRWDO� TXDOLW\�PDQDJHPHQW� SULQFLSOHV� GHYHORSHG

EHWZHHQ�VXSSOLHUV�DQG�FXVWRPHUV�LQ�PDQXIDFWXULQJ��)RU�SURGXFHUV��WKLV�ZDV�D�WZR�HGJHG�VZRUG��7KH\�JDLQHG

D�GLUHFW� UHODWLRQVKLS�ZLWK� WKH�FXVWRPHU�DQG� WKH�H[SHFWDWLRQ�RI� ORQJ�WHUP�DFFHVV�� EXW� WKH\�ZHUH�REOLJHG� WR

PDNH� JUHDWHU� LQYHVWPHQWV� DQG� H[SRVH� WKHPVHOYHV� WR� JUHDWHU� ULVN�� 7KH� UHODWLRQV� EHWZHHQ� JURZHUV� DQG

VXSHUPDUNHWV� DUH� FKDUDFWHULVHG� E\�PDUNHG� SRZHU� DV\PPHWULHV�� 7KH� LQFUHDVLQJ� GRPLQDQFH� RI� D� YHU\� VPDOO

QXPEHU�RI�VXSHUPDUNHWV�LQ�WKH�UHWDLO�WUDGH�OHDYHV�WKH�PXFK�PRUH�IUDJPHQWHG�SURGXFHUV�VHFWRU�YXOQHUDEOH�WR

SUHVVXUH�� SDUWLFXODUO\� ZKHQ� WKH� SULFH� RI� HQWU\� WR� WKH� FKDLQ� LV� DVVHW�VSHFLILF� LQYHVWPHQW� LQ� HTXLSPHQW� DQG

V\VWHPV�� :KLOH� WKH� PRVW� VHULRXV� FRPSODLQWV� DJDLQVW� 8.� VXSHUPDUNHWV� LQ� WKLV� UHJDUG� KDYH� EHHQ� LQ� WKH

OLYHVWRFN� VHFWRU� �EHHI�� SRUN� DQG� ODPE��� ZKHUH� PDUNHW� FRQGLWLRQV� KDYH� EHHQ� SDUWLFXODUO\� DGYHUVH� IRU� 8.

SURGXFHUV��WKHUH�KDYH�DOVR�EHHQ�VWURQJ�FULWLFLVPV�IURP�KRUWLFXOWXUDO�SURGXFHUV�

:KHQ�8.�VXSHUPDUNHWV�VWDUWHG�WR�VRXUFH�IURP�RYHUVHDV��DQG�IURP�$IULFD�LQ�SDUWLFXODU�� WKH\�WRRN�WKH

SRVLWLRQ�WKDW�LPSRUWHG�SURGXFWV�VKRXOG�DWWDLQ�WKH�VDPH�VWDQGDUGV�RI�SURGXFW�TXDOLW\��XQLIRUPLW\��SDFNDJLQJ�

DVVXUHG� VXSSO\�� HWF�� DV� ZHUH� GHPDQGHG� IURP� 8.� DQG� (XURSHDQ� VXSSOLHUV�� 2YHU� WLPH�� WKLV� OHG� WR� D

FRQVLGHUDEOH�WUDQVIRUPDWLRQ�RI�WKH�$IULFDQ�LQGXVWU\�

7KH�H[SRUW�KRUWLFXOWXUH�WUDGH�ILUVW�GHYHORSHG�RQ�D�VXEVWDQWLDO�VFDOH�GXULQJ�WKH�����V�LQ�UHVSRQVH�WR�PDUNHW

GHPDQG�IRU�$VLDQ�YHJHWDEOHV�IURP�HWKQLF�PLQRULW\�SRSXODWLRQV��7KHVH�H[SRUWV�ZHUH�SULQFLSDOO\�FKDQQHOOHG�LQWR
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WKH�ZKROHVDOH�PDUNHWV��VXFK�DV�/RQGRQ
V�&RYHQW�*DUGHQ��DQG�RQWR�VPDOO�UHWDLO�VWRUHV��%\�WKH�HDUO\�����V��WKH

8.�PDUNHW� EHJDQ� WR� GHPDQG� RII�VHDVRQ� YHJHWDEOHV� IRU�PDLQVWUHDP�PDUNHWV�� ZKLFK� QHFHVVLWDWHG� VRXUFHV� RI

VXSSO\�ZLWK�FRXQWHU�VHDVRQDO�SDWWHUQV�RI�SURGXFWLRQ��6RXWK�$IULFD��&RWH�G
,YRLUH�DQG�.HQ\D�ZHUH�DPRQJ�WKH

ILUVW� FRXQWULHV� WR� EHFRPH� PDMRU� SOD\HUV� LQ� (XURSHDQ� KRUWLFXOWXUDO� PDUNHWV�� %\� ������ WKHVH� WKUHH� FRXQWULHV

DFFRXQWHG�IRU�����RI�VXE�6DKDUDQ�$IULFD
V�KRUWLFXOWXUDO�H[SRUWV��-DIIHH�DQG�0RUWRQ�������

,Q� WKH� ����V�� WKH� VXSHUPDUNHWV� EHFDPH� LQWHUHVWHG� LQ� GHYHORSLQJ� QHZ� VRXUFHV� RI� VXSSO\� IRU� RII�VHDVRQ

SURGXFH��DQG�EHJDQ�WR�LPSRUW�IURP�$IULFD�RQ�D�JUHDWHU�VFDOH��$V�LQ�WKH�FDVH�RI�8.�VRXUFLQJ��WKH�VXSHUPDUNHWV

E\SDVVHG�WKH�ZKROHVDOH�PDUNHWV�LQ�RUGHU�WR�UHGXFH�FRVWV�DQG�H[HUW�JUHDWHU�FRQWURO�RYHU�TXDOLW\�DQG�WUDFHDELOLW\�

7KH�FRVWV�RI�LPSRUWLQJ�QLFKH�SURGXFH�LQ�VPDOO�YROXPHV�GLUHFWO\�IURP�GHYHORSLQJ�FRXQWU\�SURGXFHUV�ZRXOG�KDYH

EHHQ�SURKLELWLYH��VR�WKH�VXSHUPDUNHWV�XVHG�VSHFLDOLVW�LPSRUWHUV��6RPH�RI�WKHVH�ZHUH�WKH�IDPLO\�ILUPV�WKDW�KDG

HQWHUHG�WKH�YHJHWDEOH�LPSRUW�EXVLQHVV�LQ�WKH�����V�DQG�����V��VHH�6HFWLRQ���IRU�DQ�DFFRXQW�RI�WKH�GHYHORSPHQW

RI�WKH�$IULFDQ�WUDGH�LQ�YHJHWDEOHV���ZKLOH�RWKHUV�ZHUH�OLQNHG�WR�ODUJH�ILUPV�LQ�WKH�IRRG�EXVLQHVV�

$FKLHYLQJ� FRQWLQXRXV�� UHOLDEOH� VXSSO\� RI� WKLV� UDQJH� RI� SURGXFWV� IURP� GLIIHUHQW� FRXQWULHV� DURXQG� WKH

ZRUOG�UHTXLUHV�D�KLJKO\�VRSKLVWLFDWHG�VXSSO\�FKDLQ��7KH�DFWRUV�DQG�SURGXFH�IORZV�LQ�WKH�$IULFDQ�SDUW�RI�WKH

IUHVK�YHJHWDEOH�FKDLQ�DUH�VKRZQ�LQ�)LJXUH������3URGXFH�SDVVHV�WKURXJK�IRXU�VWDJHV��IURP�JURZLQJ�LQ�WKH�ILHOGV

WR� DUULYLQJ� RQ� WKH� VXSHUPDUNHW� VKHOYHV�� 7KH� ILUVW� SKDVH� LV� JURZLQJ� WKH� FURS�� 7KLV� PD\� EH� GRQH� E\

VPDOOKROGHUV�� ODUJH� FRQWUDFW� IDUPHUV� RU� RQ� SODQWDWLRQV� RZQHG� E\� WKH� H[SRUWHUV�� 7KLV� SDUW� RI� WKH� FKDLQ� LV

H[DPLQHG�LQ�GHWDLO�LQ�6HFWLRQ���

2QFH�KDUYHVWHG��WKH�FURS�LV�WDNHQ�LQWR�WKH�KDQGV�RI�WKH�H[SRUWHUV��ZKR�DUH�UHVSRQVLEOH�IRU�SURFHVVLQJ�

SDFNDJLQJ��VWRUDJH�DQG�WUDQVSRUW�DV�IDU�DV�WKH�8.��,W�LV�XVXDOO\�WKH�FDVH�WKDW�WKH�H[SRUWHU�DQG�LPSRUWHU�KDYH

DQ� H[FOXVLYH� DUUDQJHPHQW� IRU� WUDGH�EHWZHHQ� WKHLU� FRXQWULHV�� ,Q�RWKHU�ZRUGV�� DQ� H[SRUWHU� IURP�.HQ\D�ZLOO

RQO\� VHOO� WR�RQH� LPSRUWHU� LQ� WKH�8.�� DOWKRXJK�SURGXFH�PD\� EH� H[SRUWHG� WR� RWKHU� FRXQWULHV�� 6LPLODUO\�� DQ

LPSRUWHU�ZLOO�RQO\�EX\�SURGXFH�IURP�RQH�H[SRUWHU�LQ�DQ\�JLYHQ�FRXQWU\�

7KH�OLQNV�EHWZHHQ�H[SRUWHUV�DQG�LPSRUWHUV�DUH�XVXDOO\�ORQJ�WHUP��EXW�WKH\�DUH�QRW�V\PPHWULFDO��7DEOH��

VKRZV�WKH�GHVWLQDWLRQ�RI�SURGXFH�PDUNHWHG�E\�HOHYHQ�RI�WKH�ODUJHVW�H[SRUWHUV�LQ�=LPEDEZH�DQG�.HQ\D��0RVW

H[SRUWHUV� IRFXV� D� ODUJH� SURSRUWLRQ� RI� WKHLU� H[SRUWV� RQ� RQH� SDUWLFXODU� FRXQWU\�� DQG� VR� WKH\� DUH� KLJKO\

GHSHQGHQW� RQ� WKHLU� LPSRUWHU� LQ� WKDW� FRXQWU\�� ,Q� FRQWUDVW�� PRVW� LPSRUWHUV� VRXUFH� IURP� PRUH� WKDQ� RQH

FRXQWU\�� SDUWO\� WR� HQVXUH� \HDU�URXQG� VXSSO\� �LQ� ZKLFK� LPSRUWV� IURP� GLIIHUHQW� FRXQWULHV� GR� QRW� FRPSHWH

GLUHFWO\�DJDLQVW�HDFK�RWKHU��DQG�SDUWO\�WR�JXDUG�DJDLQVW�LQWHUUXSWLRQV�LQ�VXSSO\�IURP�DQ\�SDUWLFXODU�VRXUFH�

7KH� LPSRUWHU� LV� UHVSRQVLEOH� IRU� WKH� SURGXFH� ZKHQ� LW� DUULYHV� LQ� WKH� 8.�� 7KH\� WUDQVSRUW� DQG� VWRUH

SURGXFWV�LQ�WKH�8.��FKHFN�SURGXFH��UHSDFNDJH�DQG�ODEHO�LW�ZKHQ�QHFHVVDU\��DQG�FUHDWH�SURGXFW�FRPELQDWLRQV

XVLQJ� SURGXFH� IURP� PRUH� WKDQ� RQH� FRXQWU\���� � ,Q� PDQ\� FDVHV� WKH� LPSRUWHU� ZLOO� DOVR� VHOO� WKH� H[SRUWHU
V

SURGXFH�WR�WKH�ZKROHVDOH�PDUNHWV�DQG�LQFUHDVLQJO\��GLUHFWO\�WR�WKH�FDWHULQJ�LQGXVWU\��$OWKRXJK�VXSHUPDUNHWV

DQG� LPSRUWHUV�ZRUN� FORVHO\� WRJHWKHU�� WKH\�GR�QRW�KDYH� H[FOXVLYH� UHODWLRQVKLSV��(DFK� VXSHUPDUNHW� UHFHLYHV

SURGXFH�IURP�D�UDQJH�RI�GLIIHUHQW�8.�LPSRUWHUV��ZKR�LQ�WXUQ�VXSSO\�D�UDQJH�RI�GLIIHUHQW�VXSHUPDUNHWV�

                                                     

�� 7KH�$IULFDQ�SDUW�RI�WKH�)9�FKDLQ�LV�WKH�IRFXV�RI�WKLV�SDSHU��+RZHYHU��PRVW�RI�WKH�/DWLQ�$PHULFDQ�DQG�$VLDQ�SURFXUHPHQW�RI�VXFK�SURGXFH
ZRXOG�EH�PDQDJHG�WKURXJK�WKH�VDPH�FKDQQHOV��XVLQJ�WKH�VDPH�8.�LPSRUWHUV�

�� 7KH�LPSRUWHU�ZLOO�DOVR�XQGHUWDNH�WDVNV�VXFK�DV�ULSHQLQJ�RI�IUXLW�
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)LJXUH�� � �)ORZV�RI�3URGXFH� LQ�$IU LFDQ�)9�&KDLQ

Supermarket 1

Exporter 1
Country 1

Exporter 2
Country 1

Exporter 1
Country 2

Importer 1

Large
Contract
Farmer

Plantation  Smallholder

Flows of Produce

Importer 2

Exporter 2
Country 2

Supermarket 2

7DEOH��� �'HVWLQDWLRQ�RI �([SRUWV � I URP�.HQ\D�DQG�=LPEDEZH� ���������
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�6RXWK�$IULFD��$VLD�
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=�� �� �� �
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�$XVWUDOLD��6LQJDSRUH��+RQJ
.RQJ�

6RXUFH���,QWHUYLHZV�
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7DEOH��� �8.�6XSHUPDUNHW �6RXUFLQJ�IURP�1LQH�([SRUWHUV � LQ�.HQ\D�DQG�=LPEDEZH � D �

.HQ\D =LPEDEZH

.[�� .[�� .[�� .[�� .[�� =[�� =[�� =[�� =[��

6XSHUPDUNHW�� l l l l

6XSHUPDUNHW�� l l l l l l l

6XSHUPDUNHW�� l

6XSHUPDUNHW�� l l l

6XSHUPDUNHW�� l l l

6XSHUPDUNHW�� l l l l

6XSHUPDUNHW�� l l l
1RWH����D��7KH�ILUPV�LQ�WKLV�WDEOH�DUH�QRW�H[DFWO\�WKH�VDPH�DV�LQ�7DEOH���
6RXUFH���,QWHUYLHZV�ZLWK�H[SRUWHUV�LQ�.HQ\D�DQG�=LPEDEZH�

$V�D� UHVXOW�RI� WKHVH�GLIIHUHQW� UHODWLRQVKLSV�� WKH� OLQNDJHV�EHWZHHQ� H[SRUWHUV� DQG� VXSHUPDUNHWV� DUH� FRPSOH[

DQG�RYHUODSSLQJ��7KH�H[WHQW�RI�WKLV�FRPSOH[LW\�LV�LQGLFDWHG�LQ�7DEOH����7KLV�PDSV�WKH�VDOHV�RI�QLQH� OHDGLQJ

H[SRUWHUV� LQ� .HQ\D� DQG� =LPEDEZH� WR� 8.� VXSHUPDUNHWV�� 7KH� WDEOH� VKRZV� FOHDUO\� WKDW� WKH� VXSHUPDUNHWV

VRXUFH�IURP�YDULRXV�H[SRUWHUV���EHWZHHQ�WZR�DQG�VL[�RI�WKH�OHDGLQJ�H[SRUWHUV�LQ�.HQ\D�LQ�=LPEDEZH�VXSSO\

WR�WKH�VDPH�8.�VXSHUPDUNHW��(DFK�VXSHUPDUNHW�VRXUFHG�IURP�DQ�DYHUDJH�RI�����RI�WKH�QLQH�ODUJH�H[SRUWHUV

LQ�.HQ\D�DQG�=LPEDEZH�IURP�ZKRP�LQIRUPDWLRQ�ZDV�REWDLQHG�

,W� LV�QRW� WKH�FDVH� WKDW�HDFK�VXSSOLHU� WR�D�JLYHQ�VXSHUPDUNHW�FRPSHWHV�GLUHFWO\�DJDLQVW�DOO�RI� WKH�RWKHU

VXSSOLHUV��)LUVWO\��WKH�JURZLQJ�VHDVRQV�LQ�.HQ\D�LQ�=LPEDEZH�DUH�GLIIHUHQW��DOWKRXJK�.HQ\DQ�SURGXFHUV�KDYH

PRYHG�WR�\HDU�URXQG�VXSSO\��6HFRQGO\��WKHUH�LV�VRPH�VSHFLDOLVDWLRQ�E\�SURGXFW�OLQH��$Q�LPSRUWHU�PD\�VRXUFH

ILQH�EHDQV�IURP�RQH�H[SRUWHU�DQG�EDE\FRUQ�IURP�DQRWKHU��IRU�H[DPSOH��7KLUGO\��VRPH�H[SRUWHUV�DUH�XVHG�DV


UHVHUYHV
��VXSSO\LQJ�LQ�SHULRGV�RI�SHDN�GHPDQG�RU�IRU�VSHFLDO�SURPRWLRQV��+RZHYHU��GLUHFW�FRPSHWLWLRQ�GRHV

H[LVW��,W�ZDV�VHHQ�LQ�7DEOH���WKDW�D�VLQJOH�VXSHUPDUNHW�FRXOG�KDYH�WKH�VDPH�YHJHWDEOHV�IURP�YDULRXV�$IULFDQ

FRXQWULHV�RQ�WKH�VKHOYHV�DW�WKH�VDPH�WLPH�RI�\HDU��7KH�PDUNHW�IRU�IUHVK�YHJHWDEOHV�LV�YHU\�FRPSHWLWLYH��DQG

WKH�FRQVHTXHQFHV�RI�WKLV�ZLOO�EH�GLVFXVVHG�LQ�6HFWLRQ���

����.H\�'HFLVLRQV�LQ�WKH�$IULFDQ�)UHVK�9HJHWDEOHV�&KDLQ

:KR�PDNHV�GHFLVLRQV�DERXW�WKH�HOHPHQWV�WKDW�GHILQH�WKH�FKDLQ���L��GHILQLWLRQ�RI�WKH�RXWSXWV�RI�WKH�FKDLQ���LL�

LQFOXVLRQ� DQG� H[FOXVLRQ� IURP� WKH� FKDLQ�� �LLL�� WKH� GLVWULEXWLRQ� RI� DFWLYLWLHV� EHWZHHQ� GLIIHUHQW� DFWRUV� LQ� WKH

FKDLQ��DQG��LY��PRQLWRULQJ�RI�WKH�SHUIRUPDQFH�RI�WKH�FKDLQ"��,W�ZLOO�EH�DUJXHG�WKDW�WKH�VXSHUPDUNHWV�SOD\�D

PDMRU�UROH�LQ�DOO�RI�WKHVH�DFWLYLWLHV�

2XWSXWV

7KH� RXWSXWV� UHTXLUHG� IURP� WKH� FKDLQ� ZHUH� VSHFLILHG� LQ� 6HFWLRQ� ����� 7KHVH� UHTXLUHPHQWV� DUH� GHWHUPLQHG

ODUJHO\�E\�WKH�8.�VXSHUPDUNHWV��7KH�VXSHUPDUNHWV�WKHPVHOYHV�ZRXOG�DUJXH�WKDW�WKH\�DUH�PHUHO\�UHVSRQGLQJ
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WR� WKH� GHPDQGV� RI� WKHLU� FXVWRPHUV� DQG� WKH� REOLJDWLRQV� SODFHG� XSRQ� WKHP� E\� JRYHUQPHQW��+RZHYHU�� WKH

VXSHUPDUNHWV�PDNH� VWUDWHJLF�GHFLVLRQV� DERXW� WKHLU�SRVLWLRQLQJ� LQ� WKH�PDUNHWSODFH�� DQG� WKLV� GHWHUPLQHV� WKH

UDQJH�RI�SURGXFWV�DQG�WKH�W\SHV�RI�SUHVHQWDWLRQV�WKH\�RIIHU�WR�FXVWRPHUV��7KHUH�DUH�FOHDU�YDULDWLRQV�EHWZHHQ

VXSHUPDUNHWV��)RU�H[DPSOH��LW�FDQ�EH�VHHQ�LQ�7DEOH���WKDW�0DUNV�	�6SHQFHU�RQO\�SURYLGHG�WULPPHG�SURGXFH

LQ� WUD\V�� ZKLFK� FRUUHVSRQGV� WR� WKHLU� XSPDUNHW� LPDJH�� ,W� LV� DOVR� FOHDU� WKDW� VXSHUPDUNHWV� KDYH� ERWK� WR

DQWLFLSDWH� DQG� VKDSH� FXVWRPHU� QHHGV�� DQG� WR�PDNH� GHFLVLRQV� DERXW� KRZ� WKHVH� QHHGV� VKRXOG� EH�PHW�� )RU

H[DPSOH��VXSHUPDUNHW�GHPDQGV�IRU�WUDFHDELOLW\�DQG�GXH�GLOLJHQFH�WKURXJKRXW�WKH�VXSSO\�FKDLQ�H[FHHG�FXUUHQW

OHJDO�UHTXLUHPHQWV�

,QFOXVLRQ�DQG�([FOXVLRQ

7KH�PRVW�YLVLEOH�SURFHVVHV�RI�LQFOXVLRQ�DQG�H[FOXVLRQ�FRQFHUQ�GHFLVLRQV�DERXW�LQGLYLGXDO�VXSSOLHUV��%HIRUH

SDUWLFXODU�VXSSOLHUV�DUH� LQFOXGHG� LQ� WKH�FKDLQ�� WKH\�DUH�VXEMHFW� WR�DQ�DXGLW�RI� WKHLU� IDFLOLWLHV�� DQG� WKH\�PXVW

VDWLVI\�WKH�VXSHUPDUNHWV�WKDW�WKH\�FDQ�PHHW�WKH�UHTXLUHPHQWV�SODFHG�XSRQ�WKHP��6LPLODUO\��LQ�H[WUHPH�FDVHV

RI�SRRU�SHUIRUPDQFH�RU�PDMRU�ODSVHV�LQ�IRRG�K\JLHQH�DQG�VDIHW\�VWDQGDUGV��WKH�VXSHUPDUNHW�PLJKW�GH�OLVW�D

VXSSOLHU�� H[FOXGLQJ� WKHP� IURP� WKH� FKDLQ� DOWRJHWKHU�� 6XSHUPDUNHWV� KDYH� WKH� SRZHU� WR� PDNH� LQVWDQW� DQG

LPSRUWDQW� GHFLVLRQV� DERXW� VXSSOLHUV�� )RU� H[DPSOH�� IROORZLQJ� DOOHJDWLRQV� DERXW� SRRU� WUHDWPHQW� RI� IDUPHUV

VXSSO\LQJ�8.�VXSHUPDUNHWV�IURP�RQH�SDUWLFXODU�FRXQWU\��D�8.�LPSRUWHU�ZDV�RUGHUHG�E\�D�PDMRU�FXVWRPHU

WR� VXVSHQG� VXSSO\�RI� DOO� SURGXFH� IURP� WKDW� FRXQWU\� LPPHGLDWHO\��7KH� LPSRUWHU� WKHQ� KDG� WR� FRQYLQFH� WKH

FXVWRPHU�WKDW�LWV�VRXUFHV�PHW�HWKLFDO�WUDGLQJ�VWDQGDUGV�

:KLOH�VXFK�HYHQWV�DUH�YLVLEOH�DQG�GUDPDWLF��VWUDWHJLF�GHFLVLRQV�DERXW�WKH�QXPEHU�RI�LPSRUWHUV�WKH\�ZLVK

WR�KDYH�DQG�KRZ� WKH\� DUH� H[SHFWHG� WR� VRXUFH�SURGXFWV�KDYH�KDG� D�GHHSHU� LPSDFW�RQ� WKH� VWUXFWXUH�RI� WKH

LQGXVWU\��7KH� UHWDLOHUV�KDYH� VKLIWHG� WRZDUGV�KDYLQJ� D� VPDOOHU�QXPEHU� RI� VXSSOLHUV� UHVSRQVLEOH� IRU� VSHFLILF

SURGXFW� UDQJHV�� ,Q� WKH� HDUO\� ����V�� LW� ZDV� VWLOO� SRVVLEOH� IRU� DQ� LPSRUWHU� WR�PHHW� VXSSO\� FRPPLWPHQWV� E\

VRXUFLQJ�IURP�D�UDQJH�RI�FRXQWULHV�DQG�IURP�D�UDQJH�RI�SURGXFHUV�ZLWKLQ�D�SDUWLFXODU�FRXQWU\��DFFRUGLQJ�WR

SULFH� DQG� DYDLODELOLW\�RI�SURGXFH��%\� WKH� ODWH� ����V�� VXSHUPDUNHWV�ZHUH� DOPRVW� FHUWDLQ� WR� VSHFLI\� SUHFLVHO\

ZKLFK�H[SRUWHUV�DQG�SURGXFHUV�WKHLU�8.�LPSRUWHUV�VKRXOG�XVH��&HUWDLQ�VXSHUPDUNHWV�HQWHUHG�LQWR�H[FOXVLYH

DUUDQJHPHQWV�ZLWK�8.�LPSRUWHUV�DQG�$IULFDQ�H[SRUWHUV�� VRXUFLQJ� WKH�ZKROH�RI� WKHLU�VXSSOLHV�RI�SDUWLFXODU

SURGXFW�OLQHV�DW�FHUWDLQ�WLPHV�RI�\HDU�IURP�MXVW�RQH�H[SRUWHU��,Q�WKLV�FDVH��WKH�H[SRUWHUV�ZHUH�HQFRXUDJHG�WR

VSHFLDOLVH� LQ� SDUWLFXODU� SURGXFWV� IRU� ZKLFK� WKH\� ZHUH� FRQVLGHUHG� H[FHOOHQW�� 'XULQJ� WKH� FKRVHQ� H[SRUWHU
V

JURZLQJ� VHDVRQ�� LW� KDG� H[FOXVLYH� DFFHVV���� 7KH� FRQVHTXHQFH� RI� WKLV� FKDQJH� RI� VRXUFLQJ� VWUDWHJ\� ZDV� WKDW

VXSHUPDUNHWV� JUHDWO\� UHGXFHG� WKH�QXPEHU�RI� VXSSOLHUV�� H[FOXGLQJ�PDQ\� H[SRUWHUV� DQG� LPSRUWHUV� IURP� WKH

FKDLQ�DOWRJHWKHU�

7KLV�VRXUFLQJ�VWUDWHJ\� LV�YHU\�VLPLODU� WR� WKDW�SLRQHHUHG�E\�-DSDQHVH�ILUPV� LQ� WKH�DXWR� LQGXVWU\��/RQJ�

WHUP� UHODWLRQVKLSV� DUH� EXLOW�XS� ZLWK� D� VPDOO� QXPEHU� RI� VXSSOLHUV�� DQG� LQ� VRPH� FDVHV� VXSSOLHUV� ZLOO� KDYH

                                                     

�� 7KLV�HPSKDVLV�RQ�DVVXUHG�VXSSOLHUV�RI�KLJK�TXDOLW\�SURGXFWV�GRHV�QRW�SUHFOXGH�RFFDVLRQDO�XVH�RI�RWKHU�VXSSOLHUV�E\�VXSHUPDUNHWV�� �3URGXFW
DYDLODELOLW\�LV�FULWLFDO��DQG�LI�WKH�PDLQ�VXSSOLHUV�FDQQRW�PHHW�WKHLU�WDUJHWV��SURGXFH�ZLOO�EH�VRXUFHG�IURP�RWKHU�VXSSOLHUV��HYHQ�LI�WKH\�KDYH�QRW
EHHQ� WKURXJK� WKH� IXOO� DFFUHGLWDWLRQ� SURFHGXUH�� �2QH�8.� LPSRUWHU� VDLG� WKDW� KH�ZDV� XVHG� RFFDVLRQDOO\� WR� VXSSO\� XS� WR� IRXU� GLIIHUHQW�8.
VXSHUPDUNHWV�LQ�RUGHU�WR�PDNH�XS�IRU�VKRUWIDOOV�IURP�WKHLU�PDLQ�VXSSOLHUV�



��

H[FOXVLYH� FRQWUDFWV� IRU� SDUWLFXODU� SURGXFW� OLQHV���� +RZHYHU�� DJULFXOWXUH� LV� VXEMHFW� WR� D� JUHDWHU� UDQJH� RI

XQFHUWDLQWLHV� WKDQ� PDQXIDFWXULQJ�� )ROORZLQJ� WKH� GLVUXSWLRQV� WR� SURGXFWLRQ� LQ� FHUWDLQ� $IULFDQ� FRXQWULHV

FDXVHG�E\�(O�1LxR��WKH�VLQJOH�VRXUFLQJ�VWUDWHJ\�ZDV�EHLQJ�UHYLHZHG�LQ����������DQG�VRPH�LPSRUWHUV�KDG�EHHQ

HQFRXUDJHG�E\�WKHLU�VXSHUPDUNHW�FXVWRPHUV�WR�GLYHUVLI\�WKHLU�VRXUFHV�RI�VXSSO\�DJDLQ��7KH�GLUHFWRU�RI�RQH

OHDGLQJ�8.�LPSRUWHU�H[SODLQHG�WKDW�QRW�RQO\�ZDV�KH�H[SHFWHG�WR�GLYHUVLI\�KLV�VRXUFLQJ�DQG�UHGXFH�UHOLDQFH�RQ

KLV�PDLQ�VXSSOLHU��EXW�DOVR�WKDW�KLV�ODUJHVW�FXVWRPHU�KDG�VSHFLILHG�WKDW�D�QHZ�VRXUFH�VKRXOG�EH�GHYHORSHG�LQ

(J\SW�� 6XFK� GHYHORSPHQWV� ZLOO� FHUWDLQO\� RSHQ� XS� QHZ� RSSRUWXQLWLHV� IRU� H[SRUWHUV�� EXW� DFFHVV� WR� WKH

VXSHUPDUNHW� EXVLQHVV� ZLOO� EH� GHSHQGHQW� XSRQ� GHYHORSLQJ� D� UHODWLRQVKLS� ZLWK� RQH� RI� WKH� HVWDEOLVKHG� 8.

LPSRUWHUV�� 2QFH� DJDLQ�� LW� LV� LPSRUWDQW� WR� QRWH� WKDW� WKLV� VKLIW� LQ� VRXUFLQJ� VWUDWHJ\� ZDV� LQLWLDWHG� E\� WKH

VXSHUPDUNHWV�

'LVWULEXWLRQ�RI�$FWLYLWLHV

7KH�DFWLYLWLHV�XQGHUWDNHQ�LQ�WKH�KRUWLFXOWXUH�YDOXH�FKDLQ�FDQ�EH�FDWHJRULVHG�LQ�ILYH�PDMRU�IXQFWLRQV��JURZLQJ�

SRVW�KDUYHVW�SURFHVVLQJ�� WUDQVSRUW�DQG� ORJLVWLFV��PDUNHWLQJ�DQG� LQQRYDWLRQ��7KH�DXGLW�PRQLWRULQJ� IXQFWLRQ

ZLOO�EH�GLVFXVVHG�LQ�WKH�QH[W�VHFWLRQ��+RZ�DUH�WKHVH�DFWLYLWLHV�GLVWULEXWHG�DPRQJ�WKH�FKDLQ��DQG�ZKR�GHILQHV

WKLV�GLVWULEXWLRQ"

2QFH�DJDLQ��WKH�8.�VXSHUPDUNHWV�KDYH�SOD\HG�D�PDMRU�UROH�LQ�GHILQLQJ�ZKLFK�DFWLYLWLHV�DUH�FDUULHG�RXW

E\�ZKLFK�DFWRUV�LQ�WKH�FKDLQ��7KH�NH\�GULYLQJ�SURFHVV�LQ�WKH�GLVWULEXWLRQ�RI�DFWLYLWLHV�LV�WKH�GHFLVLRQ�E\�WKH

VXSHUPDUNHWV� WR� FRQFHQWUDWH� RQ� WKHLU� FRUH� UHWDLOLQJ� DFWLYLWLHV� DQG� WR� ORRN� IRU� ZD\V� WR� UHGXFH� FRVWV� E\

GLVWULEXWLQJ� WKH� ULVNV� RI� SURFXUHPHQW�� SURFHVVLQJ� DQG� TXDOLW\� WR� WKH� RWKHU� DFWRUV� LQ� WKH� FKDLQ�� 7KH

VXSHUPDUNHWV� IRFXV� WKHLU� HIIRUWV� RQ� EUDQGLQJ�� SURGXFW� LQQRYDWLRQ�� SURGXFW� GHVLJQ� DQG� PDUNHWLQJ�� 7KH

LPSOLFDWLRQ� LV� WKDW� PDQ\� IRUPHU� VXSHUPDUNHW� IXQFWLRQV� �TXDOLW\� FRQWURO�� ORJLVWLFV�� VWRUDJH�� GLVWULEXWLRQ�

WUDQVSRUW�HWF���KDYH�QRZ�EHHQ�SXVKHG�EDFN�DORQJ�WKH�FKDLQ�

2QH� RI� WKH� PDMRU� FKDQJHV� LQ� WKH� IUHVK� YHJHWDEOH� FKDLQ� LQ� UHFHQW� \HDUV� KDV� EHHQ� WKH� WUDQVIHU� RI

SURFHVVLQJ� DFWLYLWLHV� IURP�8.� LPSRUWHUV� WR�$IULFDQ� H[SRUWHUV��7KHVH� LQFOXGH�QRW�RQO\�EDVLF� WDVNV� VXFK� DV

ZDVKLQJ�DQG�WULPPLQJ��EXW�DOVR�PRUH�WHFKQLFDOO\�FRPSOLFDWHG�WDVNV�VXFK�DV�EDU�FRGLQJ�DQG�ODEHOOLQJ��0RUH

UHFHQWO\��$IULFDQ�H[SRUWHUV�KDYH�EHJXQ�WR�VXSSO\�UHDG\�WR�HDW�SURGXFWV��ZKLFK�UHTXLUH�PXFK�KLJKHU�OHYHOV�RI

K\JLHQH��2QFH�DJDLQ��WKH�8.�VXSHUPDUNHWV�KDYH�SOD\HG�WKH�OHDGLQJ�UROH�LQ�LQLWLDWLQJ�WKHVH�FKDQJHV��DOWKRXJK

8.�LPSRUWHUV�KDYH�DOVR�DFWLYHO\�LQWHUYHQHG�LQ�WKLV�SURFHVV�

7KH�LPSRUWHUV�KDYH�EHHQ�REOLJHG�WR�VKLIW�IURP�D� 
WUDGLQJ
�UROH��EULQJLQJ�WRJHWKHU�GLVSDUDWH�EX\HUV�DQG

VHOOHUV�� WRZDUGV�RIIHULQJ� WHFKQLFDO� VXSSRUW�� ORJLVWLFV�DQG�SURGXFW�GHYHORSPHQW��$FFRUGLQJ� WR� WKH�PDQDJLQJ

GLUHFWRU�RI�*UHHQFHOO��D�PDMRU�8.�LPSRUWHU�RI�$IULFDQ�SURGXFH��WKH\�DUH�
DLPLQJ�WR�EH�PXFK�PRUH�WKDQ�MXVW

DQ� LPSRUWHU� RI� IUHVK� SURGXFH� >DQG@�ZLOO� EH� ORRNLQJ� FORVHO\� DW� WKH� SHUIRUPDQFH� RI� FHUWDLQ� OLQHV�� DV�ZHOO� DV

H[DPLQLQJ� FUHDWLYH� QHZ� FRQFHSWV� DQG� GLUHFWLRQV� LQ� PDUNHWLQJ� WKH� SURGXFH
� �:HDYHU� ����D��� :LWK� WKHLU

WUDGLWLRQDO�UROH�EHLQJ�WUDQVIRUPHG�E\�WKH�VXSHUPDUNHWV
�UHVWUXFWXULQJ�RI�WKH�FKDLQ��WKH�LPSRUWHUV�DUH�IRUFHG

WR�ILQG�QHZ�ZD\V�RI�JXDUDQWHHLQJ�WKHLU�XVHIXOQHVV�WR�WKHLU�FXVWRPHUV�

                                                     

�� 7KH�FKDUDFWHULVWLFV�RI�WKLV�W\SH�RI�VXSSO\�ZLOO�EH�FRQVLGHUHG�IXUWKHU�LQ�6HFWLRQ���



��

0RQLWRULQJ�WKH�&KDLQ

,I�WKH�FKDLQ�LV�WR�PHHW�WKH�UHTXLUHPHQWV�SODFHG�XSRQ�LW��LWV�SHUIRUPDQFH�PXVW�EH�PRQLWRUHG��DQG�V\VWHPV�SXW

LQ�SODFH� WR�HQVXUH�FRPSOLDQFH��$Q\�FRPSDQ\�ZLVKLQJ� WR�VXSSO\� WKH�8.�PDUNHW�QHHGV�PRQLWRULQJ�V\VWHPV

WKDW�HQVXUH�FRPSOLDQFH�ZLWK�UHWDLO� �SURGXFW�TXDOLW\��DQG� OHJLVODWLYH� �GXH�GLOLJHQFH�� UHTXLUHPHQWV��$OO� H[SRUW

ILUPV�QRZ�KDYH�VRSKLVWLFDWHG�TXDOLW\�DVVXUDQFH�V\VWHPV�WKDW�GRFXPHQW�VHHG�SURFXUHPHQW��SODQWLQJ�VFKHGXOHV�

SHVWLFLGH� DQG� IHUWLOLVHU� XVH�� VSUD\LQJ�� DQG� SHUVRQDO� K\JLHQH� WR� JXDUDQWHH� IRRG� VDIHW\���� <HW� LQFUHDVLQJO\

UHWDLOHUV� KDYH� H[SDQGHG� WKH� VWDQGDUGV� WKDW� H[SRUWHUV� PXVW� PHHW�� PRYLQJ� EH\RQG� SURFHGXUHV� WR� HQVXUH

UHJXODWRU\� FRPSOLDQFH� WR� DGGUHVVLQJ� EURDGHU� LVVXHV� VXFK� DV� LQWHJUDWHG� FURS� PDQDJHPHQW� �IRU� H[DPSOH�

1DWXUHV
�&KRLFH�DW�7HVFR���KXPDQ�ULJKWV�DQG�HQYLURQPHQWDO�SURWHFWLRQ��$V�D�UHVXOW��$IULFDQ�H[SRUWHUV�KDYH

KDG�WR�GHYHORS�QHZ�V\VWHPV�RI�UHSRUWLQJ�DQG�GRFXPHQWDWLRQ�WR�GHPRQVWUDWH� WKDW� UHWDLO� UHTXLUHPHQWV�KDYH

EHHQ�PHW��DQG�ZKHUHYHU�SRVVLEOH��LPSURYHG�XSRQ�

%RWK� LPSRUWHUV� DQG� VXSHUPDUNHWV� DUH� NH\� SOD\HUV� LQ� WKH�PRQLWRULQJ� DQG� DXGLWLQJ� RI� SURGXFWLRQ� DQG

SURFHVVLQJ�V\VWHPV��6XSHUPDUNHWV�XVXDOO\�YLVLW�$IULFDQ�VXSSOLHUV�WZLFH�GXULQJ�WKH�\HDU�WR�HQVXUH�WKDW�SURGXFH

LV� JURZQ�� SURFHVVHG� DQG� WUDQVSRUWHG� LQ� FRPSOLDQFH� ZLWK� WKHLU� UHTXLUHPHQWV�� 7KH� VHULRXVQHVV� ZLWK� ZKLFK

UHWDLOHUV� YLHZ� FRPSOLDQFH� ZLWK� GXH� GLOLJHQFH� LV� UHIOHFWHG� LQ� 7HVFR
V� IRUPDWLRQ� RI� D� 
KLW� VTXDG
�� ZKLFK� LV

SUHSDUHG� WR� LQVSHFW� DQ\� VXSSOLHU� ZLWKRXW� SULRU� QRWLFH� WR� HQVXUH� FRPSOLDQFH� �)HDUQH� DQG� +XJKHV� ������

+RZHYHU��VKRUW�YLVLWV�E\�VXSHUPDUNHW�LQVSHFWRUV�WR�H[SRUWHUV�DQG�JURZHUV�LQ�$IULFD�FDQ�RQO\�SURYLGH�OLPLWHG

RYHUVLJKW��,W�LV�QRW�SRVVLEOH�WR�YLVLW�PRUH�WKDQ�D�IHZ�JURZHUV�RU�IDUPV��SDUWLFXODUO\�ZKHQ�H[SRUW�IDUPV�XVH�D

YDULHW\�RI�GLIIHUHQW�SURGXFWLRQ�XQLWV��,Q�IDFW��UHWDLOHUV�DUH�EHJLQQLQJ�WR�XVH�WKLUG�SDUW\�DXGLWRUV�SDLG�IRU�E\

SURGXFHUV�WR�HQVXUH�FRPSOLDQFH�ZLWK�WKHLU�VWDQGDUGV�

:KLOH�WKH�VXSHUPDUNHWV�HVWDEOLVK�WKH�VWDQGDUGV�DQG�FDUU\�RXW�VRPH�GLUHFW�PRQLWRULQJ��WKH�UHVSRQVLELOLW\

IRU� WKH� GD\�WR�GD\� HQIRUFHPHQW� RI� SURFHGXUHV� LV� JHQHUDOO\� WKH� UHVSRQVLELOLW\� RI� LPSRUWHUV� DQG� H[SRUWHUV�

,PSRUWHUV�KDYH�D� OHJDO�UHTXLUHPHQW�WR�HQVXUH�WKDW� WKH�IRRG�WKH\� LPSRUW�FRPSOLHV�ZLWK� WKH�VDPH�VWDQGDUGV

IRRG� SURGXFHG� LQ� WKH� 8.� �)UHVK� 3URGXFH� &RQVRUWLXP� ������� ,PSRUWHUV� YLVLW� WKHLU� $IULFDQ� VXSSOLHUV� RQ

DYHUDJH�WKUHH�WR�IRXU�WLPHV�RI�\HDU��7KH\�XVXDOO\�DFFRPSDQ\�VXSHUPDUNHW�EX\HUV�DV�ZHOO�DV�YLVLW�RQ�VHSDUDWH

RFFDVLRQV��,Q�VRPH�FDVHV��LPSRUWHUV�KDYH�SHUPDQHQW�VWDII�LQ�$IULFD�WR�SURYLGH�WHFKQLFDO�DVVLVWDQFH�DQG�DVVXUH

WKH� DFFRXQWDELOLW\� RI� SURGXFHUV�� )RU� H[SRUWHUV�� WKH� QHFHVVLW\� RI� PHHWLQJ� UHWDLO� UHTXLUHPHQWV� LQYROYHV� DOO

DVSHFWV�RI�WKHLU�EXVLQHVV��7KH\�PXVW�EH�XS�WR�GDWH�RQ�8.�OHJLVODWLRQ�UHODWHG�WR�SHVWLFLGHV��UHVLGXH�OHYHOV�DQG

IRRG�VDIHW\�DQG�HQVXUH�WKDW�WKHUH�DUH�VXIILFLHQW�K\JLHQH�IDFLOLWLHV�DQG�SURWHFWLYH�FORWKLQJ�RQ�VLWH��)XUWKHU��WKH\

KDYH�WR�DOORFDWH�PDQDJHULDO�UHVRXUFHV�WR�WUDLQLQJ�SHUVRQQHO�RQ�TXDOLW\��VDIHW\��KD]DUGV�DQG�RWKHU�DVSHFWV�RI

TXDOLW\� DVVXUDQFH�� DV� ZHOO� DV� GHYHORS� PRQLWRULQJ� WRROV� DQG� HYDOXDWLRQ� FULWHULD� WR� VDWLVI\� WKHLU� RYHUVHDV

FXVWRPHUV�

                                                     

�� 7KLV�LV�VLPLODU�WR�WKH�$VVXUHG�3URGXFH�6FKHPH�LQ�WKH�8.��ZKLFK�PDQGDWHV�WKDW�DOO�8.�VXSSOLHUV�DGRSW�WKH�XQLIRUP�SURWRFROV�UHJDUGLQJ�IRRG
VDIHW\��HPSOR\HH�KHDOWK�DQG�VDIHW\��DQG�HQYLURQPHQWDO�SURWHFWLRQ�



��

���7+(�6758&785(�2)�7+(�6(&725�,1�68%�6$+$5$1�$)5,&$

7KH� SUHYLRXV� VHFWLRQ� KDV� VKRZQ� WKH� RXWSXWV� UHTXLUHG� IURP� WKH� FKDLQ� E\� 8.� VXSHUPDUNHWV�� DQG� LW� KDV

DQDO\VHG�WKH�FKDLQ
V�VWUXFWXUH�DQG�GHFLVLRQ�PDNLQJ��+RZ�GRHV�WKLV�WUDQVODWH�LQWR�WKH�VSHFLILF�FKDUDFWHULVWLFV

RI�WKH�IUHVK�YHJHWDEOHV�LQGXVWU\�LQ�.HQ\D�DQG�=LPEDEZH"

6XE�6DKDUDQ�$IULFDQ�FRXQWULHV�KDYH�D�FRPSDUDWLYH�DGYDQWDJH�LQ�WKH�SURGXFWLRQ�RI�H[SRUW�KRUWLFXOWXUDO

FRPPRGLWLHV�GXH�WR�IDYRXUDEOH�FOLPDWLF�FRQGLWLRQV��JHRJUDSKLF�SUR[LPLW\�WR�(XURSHDQ�PDUNHWV��SUHIHUHQWLDO

WUDGH�DJUHHPHQWV��DQ�DEVHQFH�RI�JRYHUQPHQW�FRQWUROV�DQG�DQ�DEXQGDQFH�RI�FKHDS�ODERXU��%DUUHWW�HW�DO��������

7KHVH�VXSSO\�VLGH�IDFWRUV�PDNH�$IULFD�DQ�DWWUDFWLYH�VXSSOLHU�IRU�RII�VHDVRQ�YHJHWDEOHV�WR�(XURSHDQ�PDUNHWV�

,Q�PDQ\�$IULFDQ�FRXQWULHV��H[SRUW�KRUWLFXOWXUH��SULQFLSDOO\�FXW�IORZHUV�DQG�YHJHWDEOHV��KDV�EHFRPH�D�EULJKW

VSRW�LQ�DQ�RWKHUZLVH�GLP�DJUDULDQ�ODQGVFDSH��([SRUWV�WR�WKH�8.�KDYH�JURZQ�FRQVLGHUDEO\�VLQFH�������DV�FDQ

EH�VHHQ� LQ�7DEOH����.HQ\D�ZDV�VWLOO�E\� IDU� WKH� ODUJHVW�H[SRUWHU�RI� WKH�YHJHWDEOHV� LQFOXGHG� LQ�FDWHJRULHV�+6

�����DQG������WR�WKH�(XURSHDQ�8QLRQ�DV�D�ZKROH�LQ�������DQG�=LPEDEZH�ZDV�WKH�VHFRQG�ODUJHVW�H[SRUWHU��,W

LV�IXUWKHU�HYLGHQW�LQ�7DEOH���WKDW�LQ�ERWK�FRXQWULHV�WKH�SULFH�SHU�WRQ�RI�H[SRUWV�URVH�LQ�WKH�SHULRG���������

%\�WKH�\HDU�������WRWDO�.HQ\DQ�KRUWLFXOWXUDO�H[SRUWV�DUH�H[SHFWHG�WR�VXUSDVV���������WRQQHV��UHIOHFWLQJ�WKHLU

JURZLQJ� SURPLQHQFH� LQ� WKH� WUDGH� RI� SUH�SDFNHG� DQG� SUHSDUHG� YHJHWDEOHV�� VDODGV� DQG� FXW� IORZHUV� WR� (8

PDUNHWV��0XODQGL�������

.HQ\D�ZDV�E\�IDU�WKH� ODUJHVW�VXSSOLHU�RI�+6������DQG�+6������YHJHWDEOHV� WR� WKH����FRXQWULHV�RI� WKH

(XURSHDQ�8QLRQ�LQ������DQG�PDLQWDLQHG�WKLV�GRPLQDQFH�XS�WR�������7KH�LQGXVWU\�JUHZ�IURP�D�VPDOO�WUDGH

LQ�WKH�����V�FRQVLVWLQJ�RI�D�IHZ�SULQFLSDO�SURGXFWV�DQG�D�VPDOO�QXPEHU�RI�IDUPHUV�DQG�ILUPV��WR�DQ�H[WHQVLYH

WUDGH�WKDW�GHOLYHUV�DSSUR[LPDWHO\����SURGXFWV�WR�GR]HQV�RI�RYHUVHDV�PDUNHWV��,Q�WKH�HDUO\�����V��WKH�VHFWRU

FHQWUHG�RQ�8.�KLJK�TXDOLW\�VSHFLDOLW\�PDUNHWV�DQG�WKH�$VLDQ�YHJHWDEOH�WUDGH� LQ�ZKROHVDOH�PDUNHWV��.HQ\D
V

HQWU\� LQWR�$VLDQ�YHJHWDEOHV�ZDV� IDFLOLWDWHG�E\� D�QXPEHU�RI�$VLDQ�RZQHG� IDPLO\� HQWHUSULVHV� WKDW� SRVVHVVHG

H[WHQVLYH�H[SHULHQFH�LQ�IUXLW�DQG�YHJHWDEOH�SURGXFWLRQ�EHIRUH�HQWHULQJ�WKH�H[SRUW�WUDGH��-DIIHH�DQG�0RUWRQ

�������DQG�LW�TXLFNO\�UHSODFHG�,QGLD�DV�WKH�OHDGLQJ�$VLDQ�YHJHWDEOH�VXSSOLHU�WR�WKH�8.��7KH�WUDGH�ZDV

7DEOH��� �)UHVK�DQG�&KLO OHG�9HJHWDEOH� �,PSRUWV � LQWR� WKH�8.�IURP�.HQ\D�DQG�=LPEDEZH

�0HWULF �7RQQHV�DQG�3ULFH�SHU � WRQ� � D �

<HDU .HQ\D =LPEDEZH

7RQQHV 3ULFH�SHU
WRQ�E�

7RQQHV 3ULFH�SHU
WRQ�E�

���� ���� ��� ��� ���

���� ���� ����� ���� ����

���� ����� ����� ���� �����

���� ����� ���� ���� ����

���� ����� ����� ���� �����

1RWH� �D�� 3URGXFW� FDWHJRULHV� +6� ����� �SHDV� DQG� EHDQV�� DQG� +6� ����
�RWKHU� YHJHWDEOHV�� LQFOXGLQJ� DUWLFKRNHV�� DVSDUDJXV�� PXVKURRPV�� VZHHW
SHSSHUV��FDSVLFXP��HWF���

�E�������SULFH� �����
6RXUFH��(XURVWDW�
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HQKDQFHG�LQ�������ZKHQ�D�VHQLRU�SDUWQHU� LQ�RQH�RI�.HQ\D
V� ODUJHVW�H[SRUW� ILUPV�HPLJUDWHG� WR� WKH�8.�DQG

IRXQGHG� KLV� RZQ� LPSRUW� FRPSDQ\�� 7KLV� GHYHORSHG� GLVWULEXWLRQ� QHWZRUNV� RI� VHFRQGDU\� ZKROHVDOHUV� DQG

UHWDLOHUV�WKURXJKRXW�WKH�FRXQWU\��7KH�FRPSDQ\
V�IDPLO\�DIILOLDWHG�VXSSOLHU�LQ�.HQ\D�TXLFNO\�UHVSRQGHG�WR�WKLV

PDUNHW� RSSRUWXQLW\� E\� UDSLGO\� H[SDQGLQJ� VXSSOLHV� DQG� HVWDEOLVKLQJ� WKH� VWDQGDUG� IRU� TXDOLW\� LQ� WKH� $VLDQ

PDUNHW��,Q�ERWK�.HQ\D�DQG�WKH�8.��WKH�WUDGH�LQ�YHJHWDEOHV�IRU�WKH�HWKQLF�$VLDQ�FRPPXQLW\�FRQWLQXHV�WR�EH

SULPDULO\�FRQWUROOHG�E\�D�VPDOO�QXPEHU�RI�.HQ\DQ�$VLDQ�IDPLO\�ILUPV�

)URP�WKHVH�EHJLQQLQJV��WKH�$IULFDQ�YHJHWDEOH�WUDGH�KDV�H[SDQGHG��DWWUDFWLQJ�D�QXPEHU�RI�ZHOO�ILQDQFHG

H[SRUWHUV� IURP�$IULFD�� ZKR� YLHZ� GLUHFW� VDOHV� WR� UHWDLOHUV� DV� DQ� RSSRUWXQLW\� WR� H[SORLW� WKHLU� DGYDQWDJHV� LQ

LQYHVWPHQW��VFDOH�DQG�PDUNHW�OLQNDJHV��DFTXLUHG�WKURXJK�H[WHQVLYH�H[SHULHQFH�LQ�WUDGLWLRQDO�FRPPRGLWLHV��7KH

WUDGH� KDV�PRYHG� IURP� VSHFLDOLVW�PDUNHWV� VXFK� DV� H[RWLF� DQG�$VLDQ� YHJHWDEOHV� �RNUD�� FKLOOLHV�� HWF��� WR� RII�

VHDVRQ�VXSSO\�RI�WHPSHUDWH�YHJHWDEOHV�DQG��LQFUHDVLQJO\��\HDU�URXQG�VXSSO\�RI�WHPSHUDWH�YHJHWDEOHV�VXFK�DV

ILQH�EHDQV�DQG�PDQJHWRXW�

,Q� WKH� FRXUVH� RI� WKLV� H[SDQVLRQ�� WKH� WUDGH� KDV� EHHQ� WUDQVIRUPHG�� $V� UHFHQWO\� DV� ������ FORVH� WR� ��

SHUFHQW�RI�IUXLW�DQG�YHJHWDEOHV�LQ�.HQ\D�ZHUH�JURZQ�E\�VPDOOKROGHUV��ZKR�VROG�SURGXFH�XQGHU�VSRW�PDUNHW

DUUDQJHPHQWV� WKURXJK� LQWHUPHGLDULHV� RU� 
PLGGOHPHQ
� �+DUULV� ������� 3URGXFH� ZDV� H[SRUWHG� E\� VPDOO� DQG

PHGLXP�VL]HG�ILUPV��DQG�FKDQQHOOHG�WKURXJK�ZKROHVDOH�PDUNHWV�WR�8.�UHWDLOHUV��+RZHYHU��LQ�.HQ\D�DQG�LQ

RWKHU� FRXQWULHV� RI� VXE�6DKDUDQ� $IULFD� WKH� PDUNHW� VKDUH� RI� VPDOOKROGHU�EDVHG� SURGXFWLRQ� KDV� GHFOLQHG�

6LPLODUO\��LQ�VRPH�QHZ�HQWUDQW�FRXQWULHV��VXFK�DV�=LPEDEZH��WKH�LQGXVWU\�LV�GRPLQDWHG�E\�D�VPDOO�QXPEHU�RI

ODUJH�H[SRUWHUV�VRXUFLQJ�SUHGRPLQDQWO\�IURP�ODUJH�VFDOH�SURGXFWLRQ�XQLWV�

7KH� JDLQV� WR� SURGXFHUV� DQG� H[SRUWHUV� IURP� WKH� JURZLQJ� IUHVK� YHJHWDEOHV� WUDGH� KDYH� FOHDUO\� EHHQ

GLVWULEXWHG� LQHTXLWDEO\��:KLOH�VRPH�KDYH�FOHDUO\�EHQHILWHG� IURP� WKH�PRYH� WRZDUG�GLUHFW� VXSHUPDUNHW� VDOHV

GXH�WR�LQFUHDVHG�DFFHVV�WR�PDUNHWV�DQG�SURGXFW�LQIRUPDWLRQ��PDQ\�PRUH�SURGXFHUV�DQG�H[SRUWHUV�KDYH�IDOOHQ

RXW�RI�WKH�PDUNHW��/LWWOH�LV�NQRZQ�DERXW�WKH�FRPSHWHQFHV�DQG�VWUDWHJLHV�RI�WKRVH�ZKR�KDYH�EHHQ�VXFFHVVIXO

LQ�VHFXULQJ�D�SRVLWLRQ�LQ�WKH�FKDLQ�DQG�HYHQ�OHVV�LV�NQRZQ�DERXW�WKRVH�ZKR�KDYH� ORVW�PDUNHW�DFFHVV� LQ�WKH

IDFH�RI�FRPSHWLWLYH�FKDOOHQJHV�

7KLV� VHFWLRQ� H[DPLQHV� WKH� SRVLWLRQ� RI�$IULFDQ� H[SRUWHUV� DQG� SURGXFHUV� LQ� WKH� IUHVK� YHJHWDEOH� WUDGH�

H[SORULQJ�WKH�FDSDELOLWLHV�UHTXLUHG�WR�PHHW�WKH�FRPSHWLWLYH�FKDOOHQJHV�RI�WKH� LQGXVWU\��7KH�UHTXLUHPHQWV�RI

8.�VXSHUPDUNHWV�ZHUH�GHVFULEHG�DERYH�LQ�WHUPV�RI�VL[�IDFWRUV��TXDOLW\�DQG�FRQVLVWHQF\��UHOLDELOLW\�RI�VXSSO\�

FRVW��YDULHW\�YDOXH�DGGHG�LQQRYDWLRQ��VDIHW\�DQG�HWKLFDO�WUDGH��,W�ZLOO�EH�DUJXHG�KHUH�WKDW�WKHVH�UHTXLUHPHQWV

KDYH�� ILUVWO\�� IDYRXUHG� WKH�FRQFHQWUDWLRQ�RI� WKH�H[SRUW� WUDGH� LQ� WKH� IHZ�� ODUJH� ILUPV�� DQG�� VHFRQGO\�� VKLIWHG

SURGXFWLRQ� LQFUHDVLQJO\� WR� ODUJH� IDUPV��PDQ\�RI�ZKLFK�DUH�RZQHG�E\� WKH�H[SRUWHUV��$V�D� UHVXOW�� VPDOO� DQG

PHGLXP�VL]HG�H[SRUWHUV��DQG�VPDOO�JURZHUV�KDYH�EHHQ�PDUJLQDOLVHG�IURP�WKH�VXSHUPDUNHW�FKDLQ�

����&RQFHQWUDWLRQ�LQ�WKH�([SRUW�6HFWRU

7KHUH�LV�FRQVLGHUDEOH�VFRSH�IRU�JURZWK�LQ�WKH�H[SRUW�KRUWLFXOWXUH�VHFWRU��7KH�PDUNHW�LV�H[SDQGLQJ�DQG�WKHUH

DUH�VLJQLILFDQW�RSSRUWXQLWLHV�IRU�$IULFDQ�ILUPV�WKDW�FDQ�PHHW�WKH�FRPSHWLWLYH�FKDOOHQJHV�RI�WKH�VXSHUPDUNHWV�

+RZHYHU��LQFOXVLRQ�LQ�WKH�FKDLQ�LV�FRQWLQJHQW�XSRQ�PHHWLQJ�WKH�UHTXLUHPHQWV�GHVFULEHG�LQ�6HFWLRQ������)LUPV
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The Successful Exporter: Homegrown

Homegrown, Kenya’s largest horticultural exporter, began operations in the early 1980s when the chief executive financed a
colleague to grow horticultural produce for third party exporters. In 1982, Homegrown began exporting their own products to UK
wholesale markets. The company now employs over 6,000 Kenyans on its eight farms, and its exports have grown from 17
tonnes in 1982 to 12,500 tonnes in 1997. It is now responsible for 15% of Kenya’s total horticultural exports.

Homegrown’s export activities are governed by a corporate philosophy, the Homegrown Triangle, which integrates three
components: airfreight and logistics, marketing, and production. Each component is paramount to the company’s success.
Homegrown strongly believes that there is little point in having high quality production without the corresponding market and
airspace to ensure that product reaches supermarket shelves in optimum condition.
• Airfreight. Homegrown’s difficulties in ensuring uplift at Nairobi Airport led the company to realise the importance of

airfreight to viable operations. During its early years, Homegrown maintained constant product supervision until the aircraft
departed to avoid spoilage. Yet this was a sub-optimal situation and the company quickly realised that it had to assume
greater control over airfreight to ensure quality. By the late 1980s, the company had achieved the critical mass to enter a
joint venture with MK Airlines, which provides a freighter every evening to the UK, enabling Homegrown to secure continuity
of supply and stabilise costs. The company also has a fleet of refrigerated vehicles to transport product from field to
centrally located cooling and packing stations, and on to the airport.

• Production. Over 90% of Homegrown’s crops are grown on their own farms using sophisticated irrigation systems and
greenhouses to safeguard crops from rainfall and disease. The company recently invested £1 million to construct a
diversion dam to store 70 million gallons of flood flow water for farm irrigation and has three additional dams underway.
Homegrown also recently completed a factory for prepared salads, which guarantees that salads are picked, prepared, fully
labelled and transported to supermarket shelves within 48 hours.

• Marketing. When Homegrown started, it exported to a multinational importer, which diversified its supply base by relying on
several overseas growers. While this situation guaranteed the importer continuity of supply, it led to unfavourable returns
for Homegrown. In response, Homegrown established its own dedicated importer in the UK. The company has developed a
strong customer base of UK supermarkets, which are favourably impressed by Homegrown's continual investments in
modern technology, innovation capabilities and compliance with environmental and social standards.

The Excluded Importer: Pumpkin Ltd

Pumpkin began operations in 1996, exporting French beans, snowpeas, papaya and mangoes to an UK importer. They started
exporting one tonne per day but quickly expanded to 2.5 tonnes per day. Initially Pumpkin sourced from smallholders but
realised that they could not control product quality. The cost of smallholders was 50% more than produce grown on large farms
because of the waste of product that failed to meet EU quality requirements. Pumpkin felt that there was not a large enough
market for second grade produce and in 1997 leased two farms in geographically diverse areas to control their own production.
Pumpkin is a privately owned partnership. One of the partners, a British national residing in Kenya, had several contacts in the
UK and initiated a relationship with an importer, who sold to the wholesale market. Pumpkin was the principal supplier of the
importer but this was not an exclusive relationship. In fact, the importer sourced from other Kenyan suppliers. Pumpkin
describes the importer as a trader rather than a key element in the organisation of the chain. The relationship was never based
on trust or information sharing, and no marketing, technical or financial assistance was provided.

As Pumpkin expanded, it purchased a refrigerated packhouse and the machinery required for prepacking vegetables. It
also conducted innovation activities on developing prepacks for the catering industry in the UK. Yet, the El Niño rains of 1997
seriously curtailed Pumpkin's ability to meet the volumes required for the UK market. The cost of maintaining their packhouse
necessitated one tonne of exports per day and they could no longer justify the expenditure. They closed the packhouse and
decided to supply a leading Kenyan exporter rather than exporting themselves. At present, Pumpkin is hesitant to either invest in
cold storage facilities or land improvements, (which is leased on a short-term basis) without a guaranteed return on their
investment. They do not believe this is feasible without moving back into exporting. While they are considering re-entering the
export trade, they will not supply the European market, which demands substantial investment for market entry. At present, they
plan to diversify into cabbages for Middle East markets, and to re-export tomatoes from South Africa, shipping bulk produce by
sea instead of high-value products by air.

ZLWKRXW� WKH� ILQDQFLDO� DQG� PDQDJHULDO� UHVRXUFHV� WR� PHHW� WKHVH� UHTXLUHPHQWV� ZLOO� EH� H[FOXGHG� IURP� WKH

EXVLQHVV��7KH�IROORZLQJ�WZR�FDVH�VWXGLHV�LOOXVWUDWH�VRPH�RI�WKH�SURFHVVHV�DW�ZRUN�LQ�WKH�FKDLQ�
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7KH�ULVH�RI�WKH�ODUJH��YHUWLFDOO\�LQWHJUDWHG�SURGXFHU�FRQWUDVWV�ZLWK�WKH�FDVH�RI�WKH�VPDOOHU�H[SRUWHU�WKDW

LV� XQDEOH� WR� PHHW� WKH� H[DFWLQJ� UHTXLUHPHQWV� RI� WKH� (XURSHDQ� WUDGH�� &RPSHWLQJ� LQ� WKLV� WUDGH� UHTXLUHV

RUJDQLVDWLRQDO� FDSDELOLWLHV�� LQYHVWPHQW� LQ� SRVW�KDUYHVW� IDFLOLWLHV�� VRSKLVWLFDWHG� ORJLVWLFV�� ODUJH� YROXPHV� DQG

FORVH�UHODWLRQV�ZLWK�(XURSHDQ�LPSRUWHUV�

2UJDQLVDWLRQDO�FDSDELOLWLHV

7KH� GHPDQGV� IRU� FRQVLVWHQF\� RI� TXDOLW\�� UHOLDELOLW\� RI� VXSSO\� DQG� GXH� GLOLJHQFH� SODFH� FRQVLGHUDEOH

RUJDQLVDWLRQDO�EXUGHQV�RQ�$IULFDQ�H[SRUWHUV��ZKR�PXVW�FORVHO\�PDQDJH�FXOWLYDWLRQ�DQG�SRVW�KDUYHVW�DFWLYLWLHV

WR�HQVXUH�D�TXDOLW\�SURGXFW��)LUVWO\�� WKH�SURGXFWLRQ�DQG�SURFHVVLQJ�V\VWHP�LWVHOI�PXVW�EH�PDQDJHG�VR�DV�WR

SURGXFH�UHOLDEOH�VXSSO\�RI�KLJK�TXDOLW\�SURGXFH��7KLV�UHTXLUHV�FRQWURO�RI�LQ�KRXVH�V\VWHPV�DQG�PDQDJHPHQW

RI�VXSSOLHUV��6HFRQGO\�� WKH�H[SRUWHUV�PXVW�SURYH� WR� WKHLU�FXVWRPHUV� WKDW� WKH\�KDYH�EHHQ�QHFHVVDU\�FRQWURO

PHFKDQLVPV�LQ�SODFH��7KLUGO\��UHJXODWRU\�UHTXLUHPHQWV�VXFK�DV�GXH�GLOLJHQFH�UHTXLUH�VXSSOLHUV�WR�RYHUVHH�WKH

XVH�RI� FKHPLFDOV��XQGHUWDNH�DXGLWV�� DQG�GHYHORS�PRQLWRULQJ�SURFHGXUHV��/DUJH� H[SRUWHUV� FDQ� LQYHVW� LQ� WKH

PDQDJHPHQW� V\VWHPV� WR�PHHW� WKHVH� UHTXLUHPHQWV��ZKLOH� VPDOO� H[SRUWHUV� ODFN�ERWK� WKH� UHVRXUFHV� WR� HQVXUH

FRPSOLDQFH�DQG�D�PDQDJHPHQW�V\VWHP�WKURXJK�ZKLFK�WR�WUDFH�DFFRXQWDELOLW\�

3RVW�+DUYHVW�)DFLOLWLHV

6WD\LQJ� LQ� WKH� IUHVK� YHJHWDEOH� EXVLQHVV� UHTXLUHV� FRQVLGHUDEOH� LQYHVWPHQW� LQ� SRVW�KDUYHVW� IDFLOLWLHV�� 7KLV

LQYHVWPHQW�DULVHV�IURP�ERWK�WKH�TXDOLW\�UHTXLUHPHQWV�RI�WKH�8.�VXSHUPDUNHWV�DQG�WKH�WHQGHQF\�IRU�YDOXH�

DGGLQJ� DFWLYLWLHV� WR� EH� SXVKHG� EDFN� DORQJ� WKH� FKDLQ�� 2Q� RQH� KDQG�� IUHVK� YHJHWDEOHV� QHFHVVLWDWH� FORVH

PDQDJHPHQW�RI�SRVW�KDUYHVW�DFWLYLWLHV��7KH�SURGXFW�GHWHULRUDWHV�UDSLGO\��DQG�WKH�SRVW�KDUYHVW�FOLPDWH�IURP

IDUP� WR� VXSHUPDUNHW� VKHOI� VWURQJO\� JRYHUQV� SURGXFW� TXDOLW\�� &RQVLVWHQF\� LQ� WKH� FROG� FKDLQ� LV� HVVHQWLDO� LI

SURGXFH�WR�UHDFK�FRQVXPHUV�LQ�RSWLPXP�FRQGLWLRQ��DQG�WKLV�LV�D�NH\�IDFWRU�GULYLQJ�D�WLJKWO\�PDQDJHG�VXSSO\

FKDLQ��([SRUW�SURGXFH�PXVW�HQWHU�DQ�LQWULFDWH�FRROLQJ�FKDLQ�ZLWKLQ�D�IHZ�KRXUV�RI�KDUYHVW�DQG�PXVW�UHPDLQ

LQ�D�WHPSHUDWXUH�FRQWUROOHG�HQYLURQPHQW�WR�DYRLG�SURGXFW�GDPDJH��)RU�HYHU\�RQH�KRXU�GHOD\�LQ�WKH�UHPRYDO

RI�ILHOG�KHDW��KRUWLFXOWXUDO�SURGXFWV�ORVH���KRXUV�RI�VKHOI�OLIH��3URGXFWV�PXVW�EH�SODFHG�LQ�D�FRRO�HQYLURQPHQW

VKRUWO\�DIWHU�KDUYHVW��DW�PLQLPXP�DQ�LQVXODWHG�YHKLFOH���WUDQVSRUWHG�LQ�D�UHIULJHUDWHG�YHKLFOH�WR�SDFNKRXVHV�

ZKHUH�SURGXFW� LV� FRROHG�� JUDGHG� DQG�SDFNHG�XQGHU� WHPSHUDWXUH� DQG�KXPLGLW\� FRQWUROOHG� FRQGLWLRQV��&ROG

VWRUDJH�LV�QRZ�DQ�LQWHJUDO�SDUW�RI�WKH�VXSSO\�FKDLQ��DQG�LQ�ERWK�.HQ\D�DQG�=LPEDEZH�ODUJH�H[SRUWHUV�KDYH

LQYHVWHG�LQ�VWDWH�RI�WKH�DUW�PHWKRGV�LQFOXGLQJ�FKLOOHG�FKORULQDWHG�ZDWHU�IRU�ZDVKLQJ�

)XUWKHU�LQYHVWPHQW� LV�UHTXLUHG�DV�YDOXH�DGGLQJ�DFWLYLWLHV�DUH�PRYHG�LQ�FORVHU�WR�VRXUFHV�RI�VXSSO\��$V

H[SRUWHUV� PRYH� DZD\� IURP� VLPSOH� SURGXFWV� DQG� WRZDUGV� PRUH� FRPSOH[� SURGXFW� SURFHVVLQJ� DQG

SUHVHQWDWLRQV��JUHDWHU�LQYHVWPHQW�LV�UHTXLUHG��3URGXFWV�SDFNHG�LQ�WUD\V�UHTXLUH�PRUH�FRPSOLFDWHG�PDFKLQHU\

WKDQ�SURGXFWV�ZUDSSHG�LQ�FHOORSKDQH�SDFNHWV��,I�WKH\�DUH�DOVR�ODEHOOHG�DQG�EDUFRGHG�LQ�WKH�FRXQWU\�RI�RULJLQ�

WKLV�WRR�UHTXLUHV�IXUWKHU�LQYHVWPHQW�LQ�HTXLSPHQW��5HDG\�SDFNHG�SURGXFW�FRPELQDWLRQV��VXFK�EDE\FRUQ�ZLWK

PDQJHWRXW��DUH�D�IXUWKHU� OHYHO�RI�VRSKLVWLFDWLRQ��3DFNDJLQJ�KDV�EHFRPH�DQ� LPSRUWDQW�FRPSRQHQW�RI�YDOXH�

DGGHG�WR�KRUWLFXOWXUDO�SURGXFWV��ZKLFK�PXVW�EH�GLVSOD\HG�LQ�ZD\V�WKDW�DSSHDO�WR�FXVWRPHUV�
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3XVKLQJ� EDFN� WKHVH� IXQFWLRQV� LQWR�$IULFD� KDV� D� QXPEHU� RI� DGYDQWDJHV� IRU� WKH� VXSHUPDUNHWV�� )LUVWO\�

WKHVH�SURFHVVHV�DUH� ODERXU�LQWHQVLYH�DQG�$IULFDQ� ODERXU� LV�FKHDSHU��6HFRQGO\�� LW� UHGXFHV�UHSDFNDJLQJ� LQ� WKH

8.�DQG�HQDEOHV�GHIHFWLYH�SURGXFWV�WR�EH�GHWHFWHG�DQG�GLVFDUGHG�LQ�$IULFD��7KLUGO\��SURFHVVHG�SURGXFWV�KDYH

D�KLJKHU�YDOXH�WR�ZHLJKW�UDWLR��ZKLFK�UHGXFHV�WUDQVSRUW�FRVWV��7RGD\��D�VXEVWDQWLDO�DPRXQW�RI�SURGXFH�VROG�LQ

WKH�PXOWLSOHV� LV� SDFNHG� DQG� EDUFRGHG� WR� GLIIHUHQWLDWH� SURGXFWV�� YDULHWLHV�� FRXQWULHV� DQG� VXSSOLHUV�� 7R� WKH

H[WHQW� WKDW� WKHVH� DFWLYLWLHV� DUH� SHUIRUPHG� LQ� WKH� VRXUFH� FRXQWU\�� WKH\� UHTXLUH� FRQVLGHUDEOH� LQYHVWPHQW� IRU

SHULVKDEOHV�KDQGOLQJ�IDFLOLWLHV�DQG�HTXLSPHQW�

)XUWKHU�LQYHVWPHQW�LV�UHTXLUHG�LI�H[SRUWHUV�ZLVK�WR�PRYH�LQWR�KLJK�YDOXH�DGGHG�DFWLYLWLHV�VXFK�DV�UHDG\�

SUHSDUHG�YHJHWDEOHV�DQG�VDODGV��7KHVH�UHTXLUH� 
KLJK�FDUH
� IDFLOLWLHV� WKDW�PHHW�(XURSHDQ�K\JLHQH� UHJXODWLRQV�

2QH�LPSRUWHU�HVWLPDWHG�WKDW�LW�ZRXOG�UHTXLUH�DQ�LQYHVWPHQW�RI�86����������WR�VHW�XS�D�SURFHVVLQJ�XQLW�IRU

VXFK�SURGXFWV�

/RJLVWLFV

7KH� UHWDLO� VHFWRU� GHPDQGV� IOH[LELOLW\� DQG� UHOLDELOLW\� LQ� VXSSO\�� 7KLV� FRPELQDWLRQ� LV� H[WUHPHO\� GHPDQGLQJ�

5HOLDELOLW\�RI�VXSSO\�LV�PRVW�HDVLO\�DFKLHYHG�E\�NHHSLQJ�VWRFNV� LQ�WKH�V\VWHP��EXW�WKH�VXSHUPDUNHWV�ZLVK�WR

PLQLPLVH� WKH� WLPH� IURP�IDUP� WR� VXSHUPDUNHW� VKHOI��%HFDXVH�KRUWLFXOWXUDO�SURGXFWV� FRQWLQXH� WR� ULSHQ� DIWHU

KDUYHVW�� WKHLU�PDUNHWDELOLW\� FDQ� EH� DV� VKRUW� DV� D� IHZ� GD\V� HYHQ�ZLWK� RSWLPDO� SRVW�SURGXFWLRQ� FRQGLWLRQV�

7KHUHIRUH��H[SRUWHUV�KDYH�WR�IRFXV�RQ�ORJLVWLFV�DQG�WUDQVSRUW��,Q�.HQ\D�DQG�=LPEDEZH��WKH�ODUJH�H[SRUWHUV

KDYH�VKLIWHG�WRZDUGV�-,7�PDQDJHPHQW�WHFKQLTXHV� LQ�RUGHU�WR�UHGXFH� WKH� WLPH�EHWZHHQ�KDUYHVWLQJ��SDFNLQJ

DQG�GHOLYHU\� LQ� UHVSRQVH� WR�FKDQJHV� LQ� VXSSO\� DQG�GHPDQG��([SRUWHUV�PXVW�EH�SUHSDUHG� WR�SLFN� DQG� VKLS

ZLWKLQ����KRXUV�RU�VXVWDLQ�WKH�ORVV�IURP�XQKDUYHVWHG�SURGXFW��$V�D�UHVXOW��ORJLVWLFV�LV�QRZ�D�FRUH�FRPSHWHQFH

LQ� WKH� FKDLQ� DQG� H[SRUWHUV� VXSSO\LQJ� 8.� PXOWLSOHV� PXVW� EH� DEOH� WR� UHVSRQG� TXLFNO\� DQG� HIILFLHQWO\� WR

SURGXFWLRQ�RUGHUV�

7KLV� HPSKDVLV� RQ� ORJLVWLFV� FDSDELOLW\� DOVR� UHTXLUHV� LQFUHDVLQJ� FRPSHWHQFH� LQ� LQIRUPDWLRQ� WHFKQRORJ\�

.QRZOHGJH� DQG� LQIRUPDWLRQ� DUH� EHFRPLQJ� NH\� HOHPHQWV� RI� FRPSHWLWLYH� DGYDQWDJH� LQ� WKH� KRUWLFXOWXUDO

FRPPRGLW\�FKDLQ��ZKLFK� LV� LQFUHDVLQJO\� IRXQGHG�RQ� WKH� UDSLG� LQWHUFKDQJH�RI�GDWD� DQG� LQIRUPDWLRQ� �%XWOHU

������� 6XSHUPDUNHWV� XVH� LQIRUPDWLRQ� WHFKQRORJ\� WR� WUDFN� RUGHULQJ� DQG� VDOHV�� DV� ZHOO� DV� WR� RUJDQLVH

SURGXFWLRQ��VWRUDJH��GHOLYHU\�DQG�WUDQVSRUW��6RSKLVWLFDWHG�WHFKQRORJ\�V\VWHPV�GUDPDWLFDOO\�UHGXFH�LQYHQWRU\

DQG� IDFLOLWDWH� WUDFHDELOLW\�� ,Q� $IULFD�� HOHFWURQLF� LQWHJUDWLRQ� RIIHUV� H[SRUWHUV� D� FRPSHWLWLYH� HGJH� DQG� FRVW

VDYLQJV�RYHU� WKRVH�ZKR� UHO\� RQ� ID[HV� RU� WHOHSKRQH� FRPPXQLFDWLRQ��7KH� GHYHORSPHQW� RI� FRPSXWHU�EDVHG

SURGXFW�WUDFNLQJ�V\VWHPV�PHDQV�WKDW�H[SRUWHUV�FDQ�SURYLGH�SURGXFW�WUDFHDELOLW\�DQG�FORVHO\�PRQLWRU�SURGXFW

TXDOLW\�WR�HQVXUH�FXVWRPHU�VDWLVIDFWLRQ�

7KH� GHPDQGV� IRU� UDSLG� DQG� UHOLDEOH� GHOLYHU\� DOVR� PDNH� VHFXULQJ� DLU� FDUJR� VSDFH� D� SULRULW\�

$SSUR[LPDWHO\�����RI�.HQ\D
V�IUHVK�KRUWLFXOWXUDO�H[SRUWV�DUH�VKLSSHG�E\�DLU�DQG�REWDLQLQJ�DLU�FDUJR�VSDFH

KDV� VLJQLILFDQWO\� LPSHGHG� WKH� JURZWK� RI� VPDOO� DQG� PHGLXP� VL]H� H[SRUWHUV� �%DUUHWW�� %URZQH� HW� DO�� ������

$FTXLULQJ�DLUVSDFH�LV�FRQWLQJHQW�XSRQ�KDYLQJ�WKH�VFDOH�RI�RSHUDWLRQV�WR�FRQVROLGDWH�DQG�QHJRWLDWH�DLU�FDUJR

VSDFH�ZLWK�FRPPHUFLDO�DLUOLQHV�



��

/DUJH� H[SRUWHUV� H[SHULHQFH� IHZHU� SUREOHPV� ZLWK� IUHLJKW� VSDFH� WKDQ� GR� VPDOO� DQG� PHGLXP� VL]H

HQWHUSULVHV�EHFDXVH�WKH\�KDYH�WKH�SURGXFWLRQ�YROXPHV�WR�ILOO�SUH�ERRNHG�VSDFH�RU�WKH�FRQQHFWLRQV�WR�VHOO�WKH

SRUWLRQ�WKDW�WKH\�GRQ
W�QHHG��0RVW�ODUJH�H[SRUWHUV�FRQWUDFW�JXDUDQWHHG�VSDFH��ZKLFK�LV�SDLG�IRU�LQ�DGYDQFH�RQ

WKH�DLUIUHLJKW�VHUYLFHV�RI�ODUJH�FRPPHUFLDO�DLUOLQHV��.HQ\D
V�ODUJHVW�H[SRUWHU��+RPHJURZQ��VHH�ER[�DERYH��KDV

D� MRLQW� YHQWXUH� ZLWK� 0.� $LUOLQHV�� ZKLFK� IOLHV� HDFK� QLJKW� WR� WKH� 8.�� HQVXULQJ� FRQWLQXLW\� RI� VXSSO\�� ,Q

FRQWUDVW�� VPDOOHU� H[SRUWHUV�PD\�EH� IRUFHG� WR� UHO\� RQ� VHFXULQJ� VSDFH� RQ�SDVVHQJHU� DLUOLQHV�� EXW� DLUOLQHV� DUH

UHOXFWDQW� WR� DFFHSW�SUH�ERRNHG� VSDFH� IURP�H[SRUWHUV� DV� SULRULW\� LV� DZDUGHG� WR� FXVWRPHU� EDJJDJH� �%DUUHWW�

%URZQH�HW� DO�� �������$V�D� UHVXOW�� IUHLJKW� DJHQWV� �ZKR�ZRUN�RQ�EHKDOI�RI� H[SRUWHUV�� DUH�XQFHUWDLQ�RI� VSDFH

DYDLODELOLW\�XQWLO�FORVH�WR�GHSDUWXUH�WLPH��,I�VSDFH�LV�QRW�DYDLODEOH��SURGXFH�PD\�GHWHULRUDWH�DV�LW�LV�OHIW�RQ�WKH

WDUPDF�EHIRUH�EHLQJ�UHWXUQHG�WR�FROG�VWRUDJH��6PDOO�H[SRUWHUV�KDYH�YHU\�OLWWOH�SRZHU�DJDLQVW�WKH�DLUOLQHV�DQG

IHDU�WKDW�ERWK�WKH�DYDLODELOLW\�DQG�SULFH�RI�FDUJR�VSDFH�PD\�GULYH�WKHP�RXW�RI�WKH�PDUNHW��$V�RQH�H[SRUWHU

FODLPHG��
,I�ZH�VWDUW�PDNLQJ�FODLPV�DJDLQVW�FDUULHUV�IRU�VSRLOHG�SURGXFH��WKH�UDWHV�ZLOO�VWDUW�FOLPELQJ��:H�FDQ
W

DIIRUG�WKDW�
� �7KLV�PDNHV�VPDOOHU�H[SRUWHUV�IDU�OHVV�DEOH�WR�JXDUDQWHH�HLWKHU�WKH�TXDOLW\�RU�UHOLDELOLW\�RI�WKHLU

SURGXFWV�LQ�RYHUVHDV�PDUNHWV�

6FDOH

7KH�DQDO\VLV�VR�IDU�KDV�SRLQWHG�WR�WKH�QXPEHU�RI�IDFWRUV��ZKLFK�FOHDUO\�ZRUN�LQ�IDYRXU�RI�WKH�ODUJH�H[SRUWHUV

LQ�WKH�IUHVK�YHJHWDEOHV�LQGXVWU\��7KLV�LQFOXGHV�WKHLU�PDQDJHPHQW�DQG�LQYHVWPHQW�FDSDELOLWLHV��DQG�WKHLU�DFFHVV

WR�WUDQVSRUW��7ZR�IXUWKHU�IDFWRUV�IDYRXU�FRQFHQWUDWLRQ�LQ�WKH�VHFWRU��)LUVWO\�� ODUJH�H[SRUWHUV�DUH�LQ�WKH�EHVW

SRVLWLRQ�WR� LQYHVW� LQ�SRVW�KDUYHVW�SURFHVVLQJ��,Q�SDUWLFXODU�� ODEHOOLQJ�DQG�EDU�FRGLQJ�DW�VRXUFH�RQO\�ZRUN� LI

SURGXFWV�DUULYH�RQ�WLPH�DQG�VXSHUPDUNHWV�FDQ�SUHGLFW�DFFXUDWHO\�WKHLU�EX\LQJ�UHTXLUHPHQWV��,Q�SUDFWLFH��WKHUH

DUH�FRQVLGHUDEOH�XQFHUWDLQWLHV��DQG�PRVW�H[SRUWHUV�FRQWLQXH�WR�VHQG�DW�OHDVW�VRPH�RI�WKHLU�SURGXFH�WR�WKH�8.

XQODEHOOHG��)RU�DOO�EXW�WKH�ODUJHVW�H[SRUWHUV��WKH�YROXPH�RI�SURGXFH�WKDW�FRXOG�EH�ODEHOOHG�LQ�$IULFD�GRHV�QRW

MXVWLI\�WKH�LQYHVWPHQW�LQ�VSHFLDOLVHG�PDFKLQHU\��6HFRQGO\��WKH�VXSHUPDUNHWV�UHGXFHG�WKH�QXPEHU�RI�VXSSOLHUV

LQ�WKH�����V��ZKLOH�DW�WKH�VDPH�WLPH�JUHDWO\�LQFUHDVLQJ�WKH�TXDQWLW\�RI�SURGXFH�VROG��7KHUHIRUH��WKH�YROXPHV

UHTXLUHG� IURP� LQGLYLGXDO� VXSSOLHUV� KDYH� LQFUHDVHG� JUHDWO\�� 7KH� VXSHUPDUNHWV� KDYH� UHLQIRUFHG� WKLV� WUHQG

EHFDXVH�WKH\�EHOLHYH�WKDW�RQO\�WKH�ODUJHVW�VXSSOLHUV�FDQ�UHGXFH�FRVWV�

,QQRYDWLRQ��UHODWLRQVKLSV�ZLWK�LPSRUWHUV

7KH�ILQDO�HOHPHQW�RI�WKH�VXSHUPDUNHW�UHTXLUHPHQWV�GHVFULEHG�LQ�6HFWLRQ�����ZDV�LQQRYDWLRQ��,Q�DQ�LQGXVWU\

ZKHUH�SURGXFW�GHYHORSPHQW�DQG�GLYHUVLILFDWLRQ�DUH�DQ� LPSRUWDQW�VRXUFH�RI�FRPSHWLWLYH�DGYDQWDJH��UHWDLOHUV

JUHDWO\�YDOXH�VXSSOLHUV�ZKR�FDQ�UHVSRQG�UDSLGO\�WR�GHPDQGV�IRU�SURGXFH�RU�SDFNDJLQJ�LQQRYDWLRQ��,Q�RWKHU

FDVHV�� WKH� LQLWLDWLYH� LV� WDNHQ� E\� WKH� LPSRUWHUV� DQG� H[SRUWHUV�� ZKR� SUHVHQW� QHZ� SURGXFW� LGHDV� WR� WKH

VXSHUPDUNHWV�� 6XSSOLHUV� �IUHTXHQWO\� LPSRUWHUV� DQG� H[SRUWHUV�ZRUNLQJ� WRJHWKHU��ZKR� DVVXPH� UHVSRQVLELOLW\

IRU�LQQRYDWLRQ�LQ�WKH�GHYHORSPHQW�RI�QHZ�SURGXFWV�DQG�SDFNDJLQJ�LQFUHDVH�WKHLU�YDOXH�WKH�VXSHUPDUNHWV�DQG

PLQLPLVH�WKHLU�ULVN�RI�VXEVWLWXWLRQ��(YHQ�LI�WKH�H[SRUWHUV�GHSHQG��WR�VRPH�H[WHQW��RQ�WKH�8.�LPSRUWHUV�IRU



��

LQIRUPDWLRQ� DERXW� VXSHUPDUNHWV� UHTXLUHPHQWV� DQG�PDUNHW� GHYHORSPHQWV�� WKH\� KDYH� DQ� LPSRUWDQW� UROH� LQ

SXWWLQJ�QHZ�LGHDV�LQWR�SUDFWLFH�

,QFUHDVLQJO\�� LPSRUWHUV� DUH� WDNLQJ� WKH� OHDG� LQ� SURGXFW� GHYHORSPHQW�� DQG� ZRUNLQJ� ZLWK� WKHLU� EHVW

VXSSOLHUV� WR� SURYLGH� LPSURYHG� SURGXFWV�� SDFNDJLQJ� DQG� SUHVHQWDWLRQV�� $V� RQH� H[SRUWHU� FODLPHG�


2FFDVLRQDOO\�D�VXSHUPDUNHW�ZLOO�FRPH�XS�ZLWK�DQ�LGHD��%XW�WKLV�LV�UHDOO\�SDUW�RI�RXU�EXVLQHVV��<RX�KDYH�WR�GR

WKLV��<RX�KDYH�WR�SURYLGH�WKH�ZKROH�SDFNDJH�WR�NHHS�\RXU�SRVLWLRQ�LQ�WKH�PDUNHW�
��7KH�H[SRUWHU�FDQQRW�GR

WKLV� DORQH�� &DSH� *RRVHEHUULHV�� .LQJ� 3DVVLRQ� DQG� 5XQQHU� %HDQV� DUH� DOO� H[DPSOHV� RI� SURGXFWV� WKDW

=LPEDEZHDQ� H[SRUWHUV� GHYHORSHG� LQ� FRQFHUW� ZLWK� WKHLU� UHVSHFWLYH� LPSRUWHUV�� ([SRUWHUV� UHO\� RQ� FORVH

LQWHUDFWLRQ�ZLWK� WKHLU� LPSRUWHUV�� DQG� WKURXJK� WKHP� WKH� VXSHUPDUNHWV��ZKR� DUH� DOHUW� WR� VKLIWV� LQ� FRQVXPHU

SUHIHUHQFHV�

7KH�UHODWLRQVKLS�EHWZHHQ�H[SRUWHUV�DQG�LPSRUWHUV�LV�FUXFLDO�IRU�LQQRYDWLRQ��7KH�GHYHORSPHQW�RI�ORQJ�

WHUP� UHODWLRQVKLSV� ZLWK� (XURSHDQ� EX\HUV� KDV� EURXJKW� VHYHUDO� DGYDQWDJHV� WR� $IULFDQ� H[SRUWHUV� LQFOXGLQJ

DFFHVV�WR�WHFKQLFDO�DQG�PDUNHWLQJ�LQIRUPDWLRQ�WKDW�HQDEOHV�WKHP�WR�VKDSH�WKHLU�SURGXFW�PL[�DQG�SDFNDJLQJ

WR� FXVWRPHU� SUHIHUHQFHV�� $OO� RI� WKH� OHDGLQJ� H[SRUWHUV� KDYH� EHHQ� LQYROYHG� ZLWK� WKH� VDPH� LPSRUWHU� IRU

EHWZHHQ�ILYH�DQG�WHQ�\HDUV��7KHVH�LPSRUWHUV�DVVXPH�UHVSRQVLELOLW\�IRU�GHFLVLRQV�JRYHUQLQJ�SURGXFW�OLQH��VDOHV

YROXPH��SULFH��DQG�GLVWULEXWLRQ��DV�ZHOO�DV�PDUNHW�UHVHDUFK�DQG�SURPRWLRQ��-DIIHH�������

$OO� RI� WKHVH� IDFWRUV� WDNHQ� WRJHWKHU� ZHLJK� VWURQJO\� DJDLQVW� WKH� VXUYLYDO� RI� VPDOO� DQG� PHGLXP� VL]H

H[SRUWHUV� LQ�WKH�IUHVK�YHJHWDEOH�FKDLQ��,Q�WKH�SDVW�IHZ�\HDUV��VPDOO�DQG�PHGLXP�VL]HG�H[SRUWHUV�KDYH�EHHQ

PDUJLQDOLVHG�E\�WKH�UDWLRQDOLVDWLRQ�RI�WKH�VXSSO\�FKDLQ�LQ�WKH�8.��5HWDLOHUV�UDWLRQDOLVHG�WKHLU�VXSSO\�EDVH�LQ

IDYRXU�RI�
GHGLFDWHG
�VXSSOLHUV�ZKR�FRXOG�SURYLGH�DVVXUDQFHV�RI�GXH�GLOLJHQFH�DQG�TXDOLW\�FRQWURO��$V�D�UHVXOW�

RSSRUWXQLWLHV�IRU�VPDOO�DQG�PHGLXP�VL]HG�H[SRUWHUV�WR�SHQHWUDWH�WKH�VXSHUPDUNHW�FKDLQ�DUH�YHU\�OLPLWHG��DQG

WKHUH� LV�D�KLJK�DWWULWLRQ� UDWH�RI� VPDOO� ILUPV� IURP� WKH�KRUWLFXOWXUDO� WUDGH��:KLOH� WKHUH� DUH�RYHU����� OLFHQVHG

IUHVK� SURGXFH� H[SRUWHUV� LQ� .HQ\D�� RQO\� ��� DUH� FRQVLVWHQWO\� RSHUDWLYH�� 7KH� RWKHU� ���� H[SRUWHUV� H[SORLW

IDYRXUDEOH�VKRUW�WHUP�PDUNHW�FRQGLWLRQV��HQWHULQJ�DQG�H[LWLQJ�WKH�LQGXVWU\�VSRUDGLFDOO\�GXULQJ�WKH�2FWREHU�

$SULO�SHDN�VHDVRQ��'HVSLWH� LQWHUYHQWLRQV� LPSOHPHQWHG�E\�WKH�JRYHUQPHQW�WR��.HQ\DQLVH�� WKH�KRUWLFXOWXUDO

LQGXVWU\� WKURXJK� SUHIHUHQFH� LQ� JRYHUQPHQW�VSRQVRUHG� WUDGH� IDLUV�� WUDLQLQJ� SURJUDPV� DQG� WKH� DLUIUHLJKW

IDFLOLWLHV�RI�.HQ\D�$LUZD\V��WKH�SURSRUWLRQ�RI�WUDGH�FRQWUROOHG�E\�$IULFDQV�UHPDLQHG�RQO\�ILYH�SHUFHQW�E\�WKH

PLG�����V��-DIIHH�������

7R� GDWH�� VPDOO� DQG� PHGLXP�VL]H� H[SRUW� ILUPV� UHPDLQ� ODUJHO\� GHSHQGDQW� RQ� DUPV�OHQJWK� PDUNHWLQJ

UHODWLRQVKLSV�� OLPLWLQJ� WKHLU� DELOLW\� WR� UHVSRQG� WR� FXVWRPHU� GHPDQGV� DQG� YXOQHUDEOH� WR� WKH� RSSRUWXQLVWLF

EHKDYLRXU�RI�8.�LPSRUWHUV��6PDOO�H[SRUWHUV�DUH�FRQILQHG�WR�D�QDUURZ�PDUNHW�VHJPHQW��WKH�H[SRUWLQJ�RI�EXON

SURGXFH� WR� ZKROHVDOH� PDUNHWV�� ZKLFK� LV� QRZ� RQO\� PDUJLQDOO\� SURILWDEOH� IRU� $IULFDQ� VXSSOLHUV�� 7KH

FRQFHQWUDWLRQ� RI� WKH� LPSRUW� WUDGH� LQ� WKH� KDQGV� RI� IHZ� VXSHUPDUNHWV�� FRPELQHG�ZLWK� WKHLU� SUHIHUHQFH� IRU

ZRUNLQJ�ZLWK�D�VPDOO�QXPEHU�RI� LPSRUWHUV�DQG�H[SRUWHUV�PHDQV� WKDW�YROXPHV� IRU�HDFK�H[SRUWHU� DUH� ODUJH�

7KH� FRQVHTXHQFHV� RI� WKHVH� UHTXLUHPHQWV�� WDNHQ� DOO� WRJHWKHU�� RQ� WKH� VWUXFWXUH� RI� WKH� LQGXVWU\� DUH� FOHDUO\

HYLGHQW�LQ�ERWK�.HQ\D�DQG�=LPEDEZH��ZKHUH�WKH�WRS�ILYH�H[SRUWHUV�FRQWURO�RYHU�����RI�DOO�IUHVK�YHJHWDEOH

H[SRUWV�
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7DEOH�� � �6RXUFH�RI �6XSSO\�E\�7\SH�RI�3URGXFWLRQ�8QLW � ���

2ZQ�)DUP�3URGXFWLRQ�RU
/HDVHG�/DQG

/DUJH�&RPPHUFLDO
IDUPV

6PDOOKROGHUV

.HQ\D �� �� ��

=LPEDEZH �� �� �

6RXUFH��$XWKRU�LQWHUYLHZV�ZLWK�OHDGLQJ�H[SRUWHUV�LQ�.HQ\D�DQG�=LPEDEZH�

2QH�RI�WKH�IHZ�UHPDLQLQJ�H[FHSWLRQV�WR�WKLV�WHQGHQF\�WR�FRQFHQWUDWLRQ�PD\�EH�RUJDQLF�SURGXFH��$W�SUHVHQW�

WKHUH� LV�D�VLJQLILFDQW�XQPHW�GHPDQG�IRU�RUJDQLF�SURGXFH��ZKLFK�RIIHUV�DWWUDFWLYH�PDUJLQV�DQG�FRQVLGHUDEOH

VFRSH�IRU�H[SDQVLRQ��:KLOH�WKH�DPRXQW�RI�RUJDQLF�SURGXFH�KDV�LQFUHDVHG�WUHPHQGRXVO\�LQ�WKH�ODVW�\HDU��WKH

VXSSO\�EDVH� LQ�WKH�8.�LV�VWLOO�YHU\�IUDJPHQWHG��ZKLFK� OHDYHV�VXSHUPDUNHWV� OLWWOH�RSWLRQ�EXW�WR�VRXUFH�IURP

VHYHUDO�VPDOOHU�FRPSDQLHV��7KLV�PHDQV�WKDW�VPDOOHU�$IULFDQ�H[SRUWHUV�VWLOO�KDYH�DQ�RSSRUWXQLW\�WR�SHQHWUDWH

WKLV�PDUNHW��ZKLFK� LV� WKXV� IDU� QRW� FKDUDFWHULVHG� E\� WKH� GHPDQGV� RI� VFDOH� DQG� LQYHVWPHQW� FKDUDFWHULVWLF� RI

H[RWLF�SURGXFH�OLQHV�

����7KH�*URZHUV

,W�KDV�EHHQ�DUJXHG�WKDW�WKHUH�DUH�VWURQJ�WHQGHQFLHV�WRZDUGV�FRQFHQWUDWLRQ�DPRQJ�H[SRUWHUV��$UH�WKHUH�VLPLODU

WHQGHQFLHV�WRZDUGV�FRQFHQWUDWLRQ�DW�WKH�SURGXFWLRQ�VWDJH"��7KH�JURZLQJ�SURFHVV�LV�FOHDUO\�DQ�LPSRUWDQW�SDUW

RI�WKH�SURFHVV�RI�DFKLHYLQJ�WKH�GHVLUHG�RXWSXWV�RI�WKH�FKDLQ��7KH�LQLWLDO�TXDOLW\�RI�WKH�SURGXFW�LV�D�FRQVWUDLQW

RQ�WKH�TXDOLW\�RI�WKH�SURGXFW�RQ�WKH�VXSHUPDUNHW�VKHOI��,Q�WKH�ZRUGV�RI�D�VXSHUPDUNHW�EX\HU��
$�SDFN�KRXVH

LVQ
W� D� KRVSLWDO�
� � *RRG�PDQDJHPHQW� DORQJ� WKH� FKDLQ� FDQ� SUHYHQW� GHWHULRUDWLRQ�� EXW� QRW� UHFXSHUDWH� SRRU

TXDOLW\�SURGXFWV�

7KHUH� LV� FOHDU� HYLGHQFH� IURP� .HQ\D� DQG� =LPEDEZH� WKDW� WZR� SURFHVVHV� KDYH� WUDQVIRUPHG� WKH

SURGXFWLRQ�EDVH��2Q�WKH�RQH�KDQG��VRXUFLQJ�IURP�VPDOOKROGHUV�KDV�GHFOLQHG��,Q�WKH�����V��WKH�FRQVLGHUDEOH

DPRXQW�RI�SURGXFWLRQ� LQ�.HQ\D�FDPH� IURP�VPDOOKROGHUV�� ,Q������� IRXU�RI� WKH� ODUJHVW� H[SRUWHUV� LQ�.HQ\D

VRXUFHG� RQO\� ���� RI� WKHLU� SURGXFH� IURP� VPDOOKROGHUV�� DV� FDQ� EH� VHHQ� LQ� 7DEOH� ��� 7KH� RYHUDOO� VKDUH� RI

VPDOOKROGHU�SURGXFWLRQ�LQ�IUHVK�IUXLW�DQG�YHJHWDEOHV�H[SRUWV�KDG�GURSSHG�WR�OHVV�WKDQ����SHUFHQW�E\�WKH�PLG�

����V� �%DUUHWW�� %URZQH� HW� DO�� ������� DQG� LW� LV� XQFOHDU� ZKDW� SRUWLRQ� RI� WKLV� RXWSXW� ZDV� GHVWLQHG� IRU

VXSHUPDUNHW�VKHOYHV��,Q�=LPEDEZH��ILYH�RI�WKH�ODUJHVW�H[SRUWHUV�VRXUFHG�OHVV�WKDQ����RI�WKHLU�SURGXFH�IURP

VPDOOKROGHUV��2Q�WKH�RWKHU�KDQG��WKHUH�DUH� WHQGHQFLHV� WRZDUGV�YHUWLFDO� LQWHJUDWLRQ�ZLWKLQ� WKH�FKDLQ��7KRVH

ODUJH� H[SRUWHUV� WKDW� XQWLO� WKH� PLG�����V� ERXJKW� LQ� PRVW� RU� DOO� RI� WKHLU� SURGXFH� KDYH� EHJXQ� WR� DFTXLUH

JURZLQJ�FDSDFLW\��7KLV�VHFWLRQ�H[SODLQV�WKH�UHDVRQV�IRU�ERWK�WKHVH�WHQGHQFLHV�

7KH�GHFOLQH�RI�VPDOOKROGHU�VXSSO\

([SRUWHUV�WKDW�ZLVK�WR�VRXUFH�SDUW�RI�WKHLU�RXWSXW�IURP�VPDOOKROGHUV�IDFH�D�QXPEHU�RI�ZHOO�NQRZQ�SUREOHPV

WKDW�H[LVW�LUUHVSHFWLYH�RI�WKH�PDUNHWV�EHLQJ�VXSSOLHG��7KHVH�LQFOXGH�WKH�QHHG�WR�SURYLGH�FUHGLW�DW�LQWHUHVW�UDWHV

DIIRUGDEOH� WR� VPDOO� IDUPHUV�� ORDQ� GHIDXOWV� DQG� VLGH�VHOOLQJ� �L�H�� VHOOLQJ� SURGXFH� WR� EX\HUV� RWKHU� WKDQ� WKH



��

SURYLGHU�RI� FUHGLW� DQG� LQSXWV���0RUHRYHU�� VPDOOKROGHUV� VXIIHU� IURP� ORJLVWLFDO� FRQVWUDLQWV� VXFK� DV� WUDQVSRUW

DQG�KDXODJH�GXH�WR�SRRU�URDGV�DQG�XQUHOLDEOH�WUDQVSRUW�LQ�UXUDO�DUHDV

7KHVH�SUREOHPV�DUH�PDGH�PRUH�FRPSOH[�E\�WKH�UHTXLUHPHQWV�RI�WKH�VXSHUPDUNHW�FKDLQ��,Q�SDUWLFXODU�

VPDOOKROGHUV�VXSSO\�PXVW�PHHW�WKH�QHHGV�RI�

• FRQVLVWHQF\� DFURVV� SURGXFWLRQ� XQLWV� DQG� WKURXJK� WKH� VHDVRQ�� ZKLFK� PHDQV� FRQWUROOLQJ� YDULDWLRQ� LQ

DJURQRPLF� SUDFWLFHV� �KDUYHVWLQJ�� FURS� URWDWLRQ� DQG� SHVWLFLGH� DSSOLFDWLRQ�� DFURVV� D� ODUJH� QXPEHU

SURGXFHUV�

• PDLQWDLQLQJ�SRVW�KDUYHVW�TXDOLW\� DQG�SUHYHQWLQJ�GHWHULRUDWLRQ��ZKLFK�PHDQV�GHYHORSLQJ�GLVSHUVHG�FROG

VWRUDJH�IDFLOLWLHV�FORVH�WR�IDUPV�

• HQVXULQJ� FRPSOLDQFH� ZLWK� KHDOWK� DQG� VDIHW\� UHTXLUHPHQWV�� ZKLFK� PHDQV� PDLQWDLQLQJ� FRQILGHQFH� LQ

SHVWLFLGH�XVH�DQG�K\JLHQH�FRQGLWLRQV�DFURVV�D�EURDG�UDQJH�RI�SURGXFHUV�

• HQVXULQJ� FRPSOLDQFH� ZLWK� HWKLFDO� WUDGH� FRPPLWPHQWV�� SDUWLFXODUO\� ZLWK� UHVSHFW� WR� FKLOG� ODERXU� DQG

ZRUNHU�VDIHW\�

• FRPPXQLFDWLQJ� FKDQJHV� LQ� SURFHGXUHV� WR� D� ODUJH� QXPEHU� RI� SURGXFHUV� ZKHQ� SURGXFW� RU� JURZLQJ

LQQRYDWLRQV�DUH�PDGH�

&OHDUO\�WKHVH�ILQDQFLDO�DQG�RUJDQLVDWLRQDO�FKDOOHQJHV��LQYHVWPHQW�LQ�IDFLOLWLHV�DW��RU�FORVH�WR��WKH�VPDOO�JURZHU�

HQVXULQJ�FRQVLVWHQF\�RI�SUDFWLFH�DFURVV�D�UDQJH�RI�SURGXFHUV��KDYH�WR�EH�DFKLHYHG� W�DW�DQ�DFFHSWDEOH�FRVW��

+RZHYHU��WKH�PDMRU�FKDOOHQJH�LV�SUREDEO\�WR�FRQYLQFH�WKH�8.�VXSHUPDUNHWV�WKDW�VPDOOKROGHUV�VRXUFLQJ�ZLOO

QRW�HQGDQJHU�TXDOLW\�RU�VDIHW\�

,W� LV�HDV\�WR�PDNH�D�FDVH�DJDLQVW�VXSSO\LQJ�IURP�VPDOOKROGHUV��)RU�H[DPSOH�� LW�FDQ�EH�DUJXHG� WKDW� WKH

WUDQVDFWLRQ� FRVWV� DQG� VXSHUYLVLRQ� FRVWV� LQYROYHG� LQ� VRXUFLQJ� IURP� D� ODUJH� QXPEHU� RI� VPDOO� SURGXFHUV� DUH

PXFK�JUHDWHU� WKDQ�ZKHQ�VRXUFLQJ� IURP�D� VPDOO� QXPEHU�RI� ODUJH�SURGXFHUV��5HTXLUHPHQWV� DUH�PRUH� HDVLO\

FRPPXQLFDWHG�WR�RQH�����KHFWDUH�IDUP�WKDQ�WR�IDUPHUV�RQ����WZR�KHFWDUH�IDUPV��+RZHYHU��WKHVH�DUJXPHQWV

IUHTXHQWO\�XQGHUHVWLPDWH� WKH�SUREOHPV�DVVRFLDWHG�ZLWK� ODUJH� VL]H��/DUJH� IDUPV� UHTXLUH� VXSHUYLVLRQ�RI�ZDJH

ODERXU�� ZKHUHDV� VPDOOKROGHUV� PD\� KDYH� PRUH� RI� DQ� LQFHQWLYH� WR� ORRN� DIWHU� FURSV�� ZKLFK� UHTXLUH� FDUHIXO

DWWHQWLRQ��6PDOO�SORWV�DQG�LQWHU�FURSSLQJ�PD\�DOVR�UHGXFH�SUREOHPV�DVVRFLDWHG�ZLWK�WKH�VSUHDG�RI�GLVHDVH�DQG

ZLQG�GDPDJH�

,Q� IDFW�� WZR� RI� $IULFD
V� ODUJHVW� H[SRUWHUV� KDYH� VKRZQ� WKDW� VPDOOHU� SURGXFHUV� FDQ� PHHW� WKH� TXDOLW\

UHTXLUHPHQWV�RI�WKH�8.�PDUNHW��,Q�WKHVH�FDVHV��WKH�H[SRUWHU�WDNHV�UHVSRQVLELOLW\�IRU�RUJDQLVLQJ�WKH�JURZHUV�

DUUDQJLQJ� ILQDQFH�� SURYLGLQJ� WHFKQLFDO� VXSSRUW� DQG� HQVXULQJ� WUDFHDELOLW\�� 7KH� SUREOHP� RI� SRVW�KDUYHVW

GHWHULRUDWLRQ�FDQ�EH�VROYHG��DQG�LQ�RQH�FDVH�WKH� LVVXH�RI�SHVWLFLGH�XVH�ZDV�DGGUHVVHG�WKURXJK�WKH�H[SRUWHU

SURYLGLQJ�D�VSUD\LQJ�VHUYLFH����6PDOOKROGHU�VRXUFLQJ�PD\�EH�DQ�HIIHFWLYH�UHVSRQVH�WR�SUREOHPV�RI�DFFHVV�WR

ODQG� �SDUWLFXODUO\� LQ� =LPEDEZH�� ZKHUH� WKH� ODQG� LVVXH� LV� SROLWLFDOO\� VHQVLWLYH�� DQG� WKH� QHHG� WR� H[WHQG� WKH

                                                     

�� 7KHVH�FDVHV�ZHUH�GHVFULEHG�E\�WKH�ILUPV�FRQFHUQHG�DW�ZRUNVKRS� LQ�/RQGRQ�RUJDQLVHG� LQ�)HEUXDU\������E\�,'6�DQG�WKH�1DWXUDO�5HVRXUFHV
,QVWLWXWH�XQGHU�WKH�VSRQVRUVKLS�RI�'),'���7KLV�H[SORUHG�WKH�VFRSH�IRU�VPDOOKROGHU�VXSSO\�WR�8.�VXSHUPDUNHWV�DQG�SUHVHQWHG�WZR�H[DPSOHV
RI� H[SRUWHUV� LQ�.HQ\D� DQG�=LPEDEZH�ZKR�ZHUH� VRXUFLQJ�SDUW�RI� WKHLU�SURGXFH� IURP� VPDOOKROGHUV�ZKLOH�PHHWLQJ� VXSHUPDUNHW� TXDOLW\� DQG
VDIHW\�UHTXLUHPHQWV�



��

EHQHILWV�RI�WKH�H[SRUW�KRUWLFXOWXUH�WUDGH�WR�EURDGHU�VHJPHQWV�RI�WKH�UXUDO�SRSXODWLRQ��+RZHYHU��8.�EX\HUV

UHPDLQ�ZDU\�RI�VRXUFLQJ�IURP�VPDOO�IDUPHUV��7KH\�DSSHDU�WR�IHHO� WKDW� WKHUH� LV� OHVV� ULVN� LQ�VRXUFLQJ�IURP�D

VPDOO� QXPEHU�RI� ODUJH�SURGXFHUV� DQG� WKDW� FRQFHQWUDWHG� VRXUFLQJ� JLYHV� JUHDWHU� FRQWURO��7R� WKH� H[WHQW� WKDW

IDLOXUH�WR�PHHW�IRRG�VDIHW\�RU�HWKLFDO�WUDGLQJ�VWDQGDUGV�PLJKW�UHVXOW�LQ�EDG�SXEOLFLW\��8.�UHWDLOHUV�ZLOO�WHQG�WR

UHGXFH�WKH�H[SRVXUH�WR�ULVN���

9HUWLFDO�LQWHJUDWLRQ

,I�VPDOOKROGHUV�DUH�EHLQJ�PDUJLQDOLVHG��IURP�ZKDW�W\SHV�RI�SURGXFWLRQ�XQLWV�GR�H[SRUWHUV�VRXUFH�WKHLU�FURSV"

,W�FDQ�EH�VHHQ�LQ�7DEOH���WKDW�DPRQJ�D�JURXS�RI�WHQ�ODUJH�H[SRUWHUV�LQ�.HQ\D�DQG�=LPEDEZH�SURGXFH�ZDV

VRXUFHG� HTXDOO\� IURP� H[SRUWHU�RZQHG� SODQWDWLRQV� DQG� LQGHSHQGHQW�� ODUJH� FRPPHUFLDO� IDUPV�� 7KLV� DYHUDJH

ILJXUH� FRQFHDOV� JUHDW� YDULDWLRQV� LQ� VRXUFLQJ� SROLFLHV�� 7KUHH� RI� WKHVH� WHQ� FRPSDQLHV� UHOLHG� HQWLUHO\� RQ

SURGXFWLRQ� IURP� LQGHSHQGHQW� IDUPHUV�� DOPRVW� DOO� RI� ZKLFK� FDPH� IURP� ODUJH� IDUPV�� ,Q� FRQWUDVW�� WZR

SURGXFHUV� LQ�=LPEDEZH�JUHZ������RI� WKHLU�SURGXFH�RQ� ODQG� WKDW� WKH\�RZQHG�RU� OHDVHG��([SRUW� ILUPV� LQ

=LPEDEZH� RZQ� SDUWLFXODUO\� ODUJH� WUDFWV� RI� ODQG�� UDQJLQJ� IURP� ������������ DFUHV�� DOWKRXJK� VXEVWDQWLDO

SRUWLRQV�DUH�DOORFDWHG�WR�WREDFFR�RU�OHIW�IDOORZ���

,Q�ILYH�RI�WKH�WHQ�FDVHV��H[SRUWHUV�VRXUFHG�SURGXFH�IURP�D�PL[WXUH�RI�WKHLU�RZQ�IDUPV�DQG�IURP�ODUJH

IDUPHUV��([SRUWHUV�VXSSOHPHQW� WKHLU�RZQ�SURGXFWLRQ�ZLWK�SURGXFH� VRXUFHG� IURP� ODUJH�FRPPHUFLDO� IDUPV�

'LIIHUHQW� SURGXFWV� DQG�RU� YDULHWLHV� DUH� W\SLFDOO\� JURZQ� RQ� H[SRUWHU�RZQHG� SODQWDWLRQV� DQG� RQ� ODUJH

FRPPHUFLDO� IDUPV��7KLV� IDFLOLWDWHV�VSHFLDOLVDWLRQ�DQG�HQDEOHV�H[SRUWHUV� WR�FDSLWDOLVH�RQ�FOLPDWLF�GLIIHUHQFHV�

([SRUWHUV�LVVXH�FRQWUDFWV�ZLWK�WKHLU�ODUJH�JURZHUV�WKDW�VSHFLILF�TXDQWLW\��TXDOLW\�DQG�SULFH��7KH�DYDLODELOLW\�RI

FRPPHUFLDO� IDUPV� PD\� KDYH� EHHQ� LQFUHDVHG� E\� WKH� GRPLQDQFH� RI� ODUJH� H[SRUWHUV�� $V� FRPSHWLWLRQ� KDV

LQWHQVLILHG��PDQ\�VPDOO�DQG�PHGLXP�VL]HG�H[SRUWHUV�KDYH� VKLIWHG� WR�JURZLQJ�FURSV� IRU� WKH� ODUJH�H[SRUWHUV

UDWKHU�WKDQ�VKRXOGHULQJ�WKH�ULVN�RI�H[SRUWLQJ��7KLV�ZDV�FOHDUO\�VKRZQ�LQ�WKH�FDVH�RI�3XPSNLQ�/WG���VHH�FDVH

VWXG\��� ,W� LV� D� WUHQG� VHHQ� LQ� RWKHU� $IULFDQ� FRXQWULHV�� ,Q� 7KH�*DPELD�� IRU� H[DPSOH�� FORVH� WR� RQH�WKLUG� RI

H[SRUW�IDUPV�VHOO�WKH�PDMRULW\�RI�WKHLU�SURGXFH�WKURXJK�5DGYLOOH�)DUPV��ZKLFK� LV�RZQHG�E\�D�WUDQVQDWLRQDO

FRUSRUDWLRQ�ZLWK�DQ�LPSRUW�VXEVLGLDU\�LQ�WKH�8.��7KLV�WUHQG�LV�LQFUHDVLQJ�DV�ODUJH�FRPPHUFLDO�IDUPV�ILQG�LW

GLIILFXOW�WR�VHFXUH�RYHUVHDV�PDUNHW�FRQWDFWV�DQG�DLUFDUJR�VSDFH�

:KLOH�LW�LV�GLIILFXOW�WR�GRFXPHQW�WUHQGV��LW�VHHPV�WR�EH�WKH�FDVH�WKDW�H[SRUWHUV�VHH�D�QHHG�WR�VRXUFH�DW

OHDVW�VRPH�RI� WKHLU�SURGXFH�IURP�WKHLU�RZQ�IDUPV��$V�RQH�=LPEDEZHDQ�H[SRUWHU� FODLPHG�� 
LW� LV� DEVROXWHO\

LPSHUDWLYH� WR� FRQWURO� \RXU� RZQ� SURGXFWLRQ
� WR� DWWUDFW� EXVLQHVV� IURP� WKH�PXOWLSOHV�� 7KHUH� DUH� WKUHH�PDLQ

UHDVRQV�IRU�WKLV��)LUVWO\��FRQWURO�RYHU�RQH
V�RZQ�SURGXFWLRQ�JXDUDQWHHV�FRQWLQXLW\�RI�VXSSO\��:KLOH�LW�LV�WUXH

WKDW� H[SRUWHUV� IUHTXHQWO\� KDYH� ORQJ�WHUP� UHODWLRQVKLSV�ZLWK� WKHLU� JURZHUV� WKDW� DUH� EDVHG� RQ� WUXVW�� YHUWLFDO

LQWHJUDWLRQ�UHGXFHV�WKH�ULVN�RI� ORVLQJ�VXSSOLHUV�WR�FRPSHWLWRUV��6HFRQGO\��SRVVHVVLQJ�DW� OHDVW�VRPH� ODQG�IRU

JURZLQJ�FURSV�SURYLGHV�WKH�H[SRUWHU�ZLWK�NQRZOHGJH�DERXW�SURGXFWLRQ�LVVXHV�DQG�LQQRYDWLRQ�DQG�SUREOHP�

                                                     

�� )RU� H[DPSOH�� WKH�8.�JRYHUQPHQW
V� LV� FRPPLWWHG� WR� 
QDPLQJ� DQG� VKDPLQJ
� UHWDLOHUV�ZKRVH� IUHVK� IRRG� SURGXFWV� GLVSOD\� H[FHVVLYH� SHVWLFLGH
UHVLGXHV�� �2QH� FRQVHTXHQFH� RI� WKLV�PD\� EH� WR� UHGXFH� WKH� DYDLODELOLW\� RI� 
H[RWLF
� IUXLWV� ZKRVH� YROXPHV� GR� QRW� MXVWLI\� FRPSOH[�PRQLWRULQJ
DUUDQJHPHQWV�

�� ,Q�=LPEDEZH�������ODUJH�VFDOH�IDUPV�SURGXFH�����RI�WKH�PDUNHWHG�RXWSXW�RI�DJULFXOWXUDO�FURSV��&RXOWHU�HW�DO��������



��

VROYLQJ�FDSDELOLWLHV��,Q�DQ�LQGXVWU\�LQFUHDVLQJO\�FKDUDFWHULVHG�E\�LQQRYDWLRQ�DQG�WKH�QHHG�IRU�UDSLG�SUREOHP�

VROYLQJ�� WKHVH� DUH� LPSRUWDQW��7KLUGO\�� VRPH� H[SRUWHUV� �DQG� WKHLU� DVVRFLDWHG� LPSRUWHUV��EHOLHYH� WKDW� YHUWLFDO

LQWHJUDWLRQ� SURYLGHV� JUHDWHU� FRQWURO� DQG� JUHDWHU� VFRSH� IRU� UHGXFLQJ� FRVWV�� $FFRUGLQJ� WR� RQH� OHDGLQJ� 8.

LPSRUWHU��D�NH\�IDFWRU� LQ� ORVLQJ�D�VXSHUPDUNHW�FRQWUDFW�ZDV� WKH�IDFW� WKDW� LW
V�PDLQ�$IULFDQ�VXSSOLHU�KDG�QR

SURGXFWLRQ�IDFLOLWLHV�RI�LWV�RZQ�����$V�D�UHVXOW��WKH�$IULFDQ�VXSSOLHU�SXUFKDVHG�RQH�RI�LWV�FRPSHWLWRUV�LQ�RUGHU

WR�JDLQ�DFFHVV�WR�ODQG�

,W�VHHPV�OLNHO\�WKDW�WKH�FRQFHQWUDWLRQ�RI�SURGXFWLRQ�RQ�ODUJH�XQLWV�ZLOO�FRQWLQXH��7KH�HDUO\�HQWUDQWV�WR

WKH� LQGXVWU\� VWDUWHG� ZLWK� VPDOO�VFDOH� SURGXFWLRQ�� ,Q� FRQWUDVW�� QHZ� HQWUDQWV� LQWR� LQGXVWU\� LQ� VXE�6DKDUDQ

$IULFD� HQWHUHG� WKH� KRUWLFXOWXUH� WUDGH� ZLWK� ZHOO�HVWDEOLVKHG� FDSDELOLWLHV� DQG� PDUNHW� OLQNDJHV�� DV� ZHOO� DV

VXEVWDQWLDO� LQYHVWPHQW� LQ� SRVW�KDUYHVW� IDFLOLWLHV�� =LPEDEZH�� IRU� H[DPSOH�� GLG� QRW� EHJLQ� H[SRUWLQJ

KRUWLFXOWXUDO� SURGXFWV� XQWLO� WKH� ����V�� EXW� LW� KDV� JURZQ� UDSLGO\� LQWR� RQH� RI� WKH� OHDGLQJ� IUHVK� SURGXFH

H[SRUWHUV�LQ�66$��2QH�RI�WKH�VWUHQJWKV�RI�WKH�LQGXVWU\�LV�LWV�KLJK�VWDQGDUGV�RI�PDQDJHPHQW�DQG�WHFKQRORJ\�

GHULYHG�IURP�LWV�KLVWRU\�LQ�WREDFFR�IDUPLQJ��=LPEDEZH�FDPH�LQWR�WKH�PDUNHW�ZLWK�WKH�VFDOH�DQG�LQYHVWPHQW

WR�DWWUDFW�WKH�PXOWLSOHV��7KH�LQLWLDO�LPSHWXV�EHKLQG�=LPEDEZH
V�H[SRUW�ERRP�ZHUH�WKH�DWWHPSWV�RI�ODUJH�VFDOH

FRPPHUFLDO�IDUPHUV�WR�GLYHUVLI\�DZD\�IURP�FURSV�ZLWK�GHFOLQLQJ�PDUNHW�WUHQGV�RU�WKRVH�ZLWK�VWULFW�SULFH�DQG

PDUNHWLQJ�FRQWUROV��6LPLODUO\��WKH�UHFHQW�ERRP�LQ�LPSRUWV�RI�ILQH�EHDQV�IURP�(J\SW�KDV�EHHQ�EDVHG�RQ�SUH�

H[LVWLQJ�FDSDELOLWLHV�LQ�JURZLQJ�WKH�OHVV�VRSKLVWLFDWHG�EREE\�EHDQV��:KHQ�VXSHUPDUNHWV�DQG�LPSRUWHUV�ZLVK

WR�GHYHORS�QHZ�VRXUFHV�RI�VXSSO\�� WKH\�ZLOO� ORRN�IRU�SURGXFHUV�WKDW�DOUHDG\�KDYH�WKH�SRWHQWLDO� WR�PHHW�WKH

H[DFWLQJ�UHTXLUHPHQWV�RI�WKH�IUHVK�YHJHWDEOH�FKDLQ�

���6(&85,1*�$�326,7,21�,1�7+(�&+$,1

$IULFDQ�SURGXFHUV�DQG�H[SRUWHUV�KDYH�EHHQ�VXFFHVVIXOO\�LQWHJUDWHG�LQWR�WKH�IUHVK�YHJHWDEOHV�FKDLQ��7KH\�KDYH

DFTXLUHG�D�EURDG�UDQJH�RI�IXQFWLRQV��+RZHYHU��WKH�EXVLQHVV�LV�FRPSHWLWLYH��+RZ�VHFXUH�LV�WKHLU�SRVLWLRQ"

,QVHUWLRQ�LQWR�WKH�IUHVK�YHJHWDEOH�FKDLQ�GRHV�FDUU\�FHUWDLQ�ULVNV��9LUWXDOO\�HYHU\�GHYHORSLQJ�FRXQWU\� LQ

WKH�ZRUOG�ZLWK� D� VXLWDEOH� FOLPDWH� LV� QRZ� WU\LQJ� LWV� KDQG� LQ� WKH� H[SRUW� KRUWLFXOWXUDO� WUDGH� �+LUVW� ������� ,Q

EX\HU�GULYHQ� FKDLQV�� LPSRUWHUV� DQG� UHWDLOHUV� DFWLYHO\� ORRN� IRU� QHZ� VRXUFHV� RI� VXSSO\�� ,Q� KRUWLFXOWXUH�� WKH

GRPLQDQW�SRVLWLRQ�KHOG�E\�.HQ\D�MXVW�D�IHZ�\HDUV�DJR�KDV�EHHQ�FKDOOHQJHG�E\�WKH�HQWU\�RI�FRXQWULHV�VXFK�DV

=LPEDEZH�DQG�=DPELD��DQG� LQ��������� WKH� LQFUHDVHG�DYDLODELOLW\�RI�SURGXFWV� IURP�(J\SW�RQ� VXSHUPDUNHW

VKHOYHV�ZDV�FOHDUO\�QRWLFHDEOH��$�VLPSOH�LQGLFDWLRQ�RI�WKH�H[WHQW�RI�WKH�FRPSHWLWLRQ�IRU�VSDFH�RQ�VXSHUPDUNHW

VKHOYHV�ZDV�VKRZQ�LQ�7DEOH����2QH�OHDGLQJ�.HQ\DQ�H[SRUWHU�IHDUHG�
EHLQJ�VKXW�RXW�RI�VRPH�RI�>WKHLU@�EHVW

PDUNHWV�E\�WKH�QHZ�PDUNHW�HQWUDQWV�


1HYHUWKHOHVV��UHOLDEOH�DQG�IDPLOLDU�VXSSOLHUV�DUH�YDOXHG�E\�ERWK�LPSRUWHUV�DQG�VXSHUPDUNHWV��$V�VDOHV�RI

IUHVK� YHJHWDEOHV� FRQWLQXH� WR� ULVH�� VRPH� LPSRUWHUV� IHDU� D� VKRUWDJH� RI� KLJK�TXDOLW\� SURGXFH�� &DQ� WKHVH� WZR

SHUVSHFWLYHV�RQ�WKH�VDPH�PDUNHW�EH�UHFRQFLOHG"�,W�LV�LPSRUWDQW�WR�GLVWLQJXLVK�EHWZHHQ�WKH�VKRUW�DQG�PHGLXP

                                                     

�� ,W�VKRXOG�EH�QRWHG��KRZHYHU��WKDW�WKLV�W\SH�RI�DUJXPHQW�ZDV�XVHG�IRU�PDQ\�\HDUV�WR�MXVWLI\�YHUWLFDO�LQWHJUDWLRQ�LQ�WKH�DXWR�LQGXVWU\���+RZHYHU�
OHDGLQJ�PRWRU�PDQXIDFWXUHUV�LQ�WKH�:HVW�IRXQG�WKDW�WKH�FRVWV�RI�LQ�KRXVH�FRPSRQHQW�SURGXFWLRQ�ZHUH�IUHTXHQWO\�KLJKHU�WKDQ�RXWVRXUFLQJ�
$V�D�UHVXOW��RXWVRXUFLQJ�KDV�LQFUHDVHG��DQG�OHDGLQJ�FRPSDQLHV�VXFK�DV�)LDW��)RUG��*0�DQG�36$��3HXJHRW�&LWURHQ��KDYH�IRUPHG�WKHLU�LQ�KRXVH
FRPSRQHQW�PDQXIDFWXULQJ�RSHUDWLRQV�LQWR�VHSDUDWH�FRPSDQLHV�



��

WHUPV�� ,Q� WKH� VKRUW� WHUP�� HVWDEOLVKHG� SURGXFHUV� JDLQ� VRPH� SURWHFWLRQ� IURP� WKH� FRPSHWHQFHV� DQG

UHODWLRQVKLSV�WKH\�KDYH�EXLOW�XS�RYHU�WLPH��,Q�PHGLXP�WHUP��KRZHYHU��VHFXULW\�FRPHV�IURP�LQQRYDWLRQ�DQG

IURP�SRVLWLRQLQJ�RQHVHOI�VWUDWHJLFDOO\�LQ�WKH�FKDLQ�

����2EOLJDWLRQDO�&RQWUDFWLQJ�DQG�(VWDEOLVKHG�5HODWLRQVKLSV

7KH� IUHVK� YHJHWDEOH� EXVLQHVV� KDV�PDQ\� RI� WKH� FKDUDFWHULVWLFV� RI� REOLJDWLRQDO� FRQWUDFWLQJ�� DV� GHVFULEHG� LQ

7DEOH���DERYH�

• 7KHUH�LV�D�KLJK�GHJUHH�RI�WUDQVDFWLRQDO�GHSHQGHQFH�EHWZHHQ�H[SRUWHUV�DQG�LPSRUWHUV�

• 2UGHULQJ�SURFHGXUHV�DUH�FORVHG�DQG�QHZ�HQWUDQWV�WR�WKH�LQGXVWU\��LPSRUWHUV�DQG�H[SRUWHUV��ILQG�LW�YHU\

GLIILFXOW�WR�EUHDN�LQWR�VXSSO\�UHODWLRQVKLSV�

• 6XSHUPDUNHWV�DQG�LPSRUWHUV�SOD\�DQ�LPSRUWDQW�UROH�LQ�VSHFLI\LQJ�DQG�PRQLWRULQJ�WKH�TXDOLW\�V\VWHPV�RI

WKHLU�VXSSOLHUV�

• 7HFKQLFDO�DVVLVWDQFH�DQG�VXSSRUW�IRU�QHZ�SURGXFWV�DQG�SURFHVVHV�LV�VRPHWLPHV�SURYLGHG�E\�LPSRUWHUV�WR

WKHLU�PDMRU�H[SRUWHU�JURZHUV�

• &RQWDFW�DQG�FRPPXQLFDWLRQ� LV� LQWHQVH�EHWZHHQ�VXSHUPDUNHW�DQG� LPSRUWHU��DQG�EHWZHHQ� LPSRUWHU� DQG

H[SRUWHU�

• 7KH�ULVN�VKDULQJ�LV�OHVV�FOHDU��6RPH�VXSHUPDUNHWV�DSSHDU�WR�PDNH�HIIRUWV�WR�RIIHU�UHDVRQDEO\�VWDEOH�SULFHV

DFURVV� WKH� JURZLQJ� VHDVRQ��ZKLOH�RWKHUV� DGMXVW�SULFHV� LQ� WKH� VKRUW�WHUP� WR� UHIOHFW� VXSSO\� DQG� GHPDQG

FRQGLWLRQV�

,Q� VSLWH� RI� WKHVH� WLHV�� ERWK� WKH� $IULFDQ� H[SRUWHUV� DQG� 8.� LPSRUWHUV� LQWHUYLHZHG� GXULQJ� WKH� UHVHDUFK

IUHTXHQWO\�H[SUHVVHG�IHHOLQJV�RI�LQVHFXULW\�DQG�FRQFHUQ�DERXW�WKH�UHODWLRQVKLS�ZLWK�8.�VXSHUPDUNHWV��(YHQ

ODUJH�H[SRUWHUV�ZHUH�ZDU\�RI�EHLQJ�GHOLVWHG�E\�WKH�8.�VXSHUPDUNHWV�DQG�ORRNHG�WR�GLYHUVLI\�WKHLU�FXVWRPHU

EDVH��2QH�ODUJH�=LPEDEZHDQ�H[SRUWHU��GHOLVWHG�IURP�6DLQVEXU\
V��VDLG�
\RX�FDQ�EH�UHSODFHG�DW�WKH�GURS�RI�D

KDW«\RX�DUH�RQO\�DV�VHFXUH�DV�\RXU�ODVW�GD\
V�GHOLYHU\�
��6LPLODUO\��WKH�PDUNHWLQJ�PDQDJHU�RI�DQ�LPSRUWHU�ZLWK

���\HDU� UHODWLRQVKLSV�ZLWK� LWV� WZR� ODUJHVW� VXSHUPDUNHW� FXVWRPHUV�REVHUYHG� WKDW�RQH� FRXOG�QHYHU�EH� WRWDOO\

VHFXUH��7KHLU�FXVWRPHUV�ZHUH�OR\DO��EXW�WKH\�ZHUH�DOVR�DJJUHVVLYH�EXVLQHVV�RUJDQLVDWLRQV��,Q�WKH�ILQDO�DQDO\VLV�

WKH�LPSRUWHU�LV�DOZD\V�XQGHU�SUHVVXUH��7KLV�KDV�FRQVHTXHQFHV�IRU�WUXVW�DQG�FRPPXQLFDWLRQ�ZLWKLQ�WKH�FKDLQ�

$FFRUGLQJ�WR�VRPH�RI�WKH� LPSRUWHUV� LQWHUYLHZHG�� WKH�VXSHUPDUNHWV
� UHOLDQFH�RQ�PXOWLSOH�VRXUFHV�RI�VXSSO\

PHDQW� WKDW� WKH\� �LPSRUWHUV� DQG� WKHLU� DVVRFLDWHG� H[SRUWHUV��ZRXOG� KLGH� LQIRUPDWLRQ� DQG� LQQRYDWLRQV� IURP

WKHLU�FXVWRPHUV�WR�SUHYHQW�WKLV�EHLQJ�SDVVHG�RQ�WR�WKHLU�FRPSHWLWRUV�

3DUW� RI� WKLV� XQGHUO\LQJ� LQVHFXULW\� DULVHV� IURP� WKH� UHODWLYH� HDVH� ZLWK� ZKLFK� VXSHUPDUNHWV� FDQ� VZLWFK

VXSSOLHUV��2QH�VRXUFH�RI�VHFXULW\�IRU�VXSSOLHUV�LQ�2&5�UHODWLRQVKLSV�LV�WKH�FRVW�WR�WKH�FXVWRPHU�RI�VZLWFKLQJ

VXSSOLHUV�� ,Q� PDQXIDFWXULQJ�� ZKHUH� 2&5� RULJLQDWHG�� LW� FDQ� WDNH� WLPH� WR� GHYHORS� FRPPXQLFDWLRQ�� TXDOLW\

DVVXUDQFH�V\VWHPV�DQG�D�GHJUHH�RI�FRQILGHQFH�LQ�D�QHZ�VXSSOLHU��+RZHYHU��LQ�IUHVK�YHJHWDEOHV��WKH�VLWXDWLRQ

LV� GLIIHUHQW�� ,Q� RUGHU� WR� HQVXUH� UHOLDEOH�� \HDU�URXQG� VXSSO\� LQ� KRUWLFXOWXUH�� UHWDLOHUV� GHYHORS� 2&5



��

UHODWLRQVKLSV�ZLWK�PXOWLSOH�LPSRUWHUV�DQG�WKHLU�UHVSHFWLYH�VXSSOLHUV��DV�ZDV�VHHQ�FOHDUO\�LQ�ERWK�7DEOH���DQG

7DEOH����$V�D�UHVXOW��VXSHUPDUNHWV�DOUHDG\�KDYH�DOWHUQDWLYH�VXSSOLHUV�LQ�SODFH��SDUWLFXODUO\�LQ�$IULFD��ZKHUH�WKH

FRPSHWLWLRQ�IRU�VXSHUPDUNHW�EXVLQHVV�LV�ILHUFH���

����.HHSLQJ�$KHDG�RI�WKH�&RPSHWLWLRQ

+RZ�WKHQ�GR�$IULFDQ�H[SRUWHUV�DQG�8.�LPSRUWHUV�NHHS�WKHLU�SRVLWLRQ�LQ�WKH�FKDLQ"��)ROORZLQJ�3RUWHU�������

�������� LW�FDQ�EH�DUJXHG�WKDW�FRPSHWLWLYH�DGYDQWDJH�FDQ�EH�EDVHG�RQ�HLWKHU�FRVW�RU�SURGXFW�GLIIHUHQWLDWLRQ�

/HDGLQJ�$IULFDQ�H[SRUWHUV�DUH�VHHNLQJ�FRVW�DGYDQWDJHV�WKURXJK�LQFUHDVLQJ�VFDOH�DQG��LQ�VRPH�FDVHV��WKURXJK

YHUWLFDO� LQWHJUDWLRQ��+RZHYHU�� WKHUH� DUH� OLPLWV� WR� WKLV� VWUDWHJ\��2Q� WKH� RQH� KDQG�� FRVW� LV� RQO\� RQH� RI� WKH

IDFWRUV�FULWLFDO�IRU�WKH�8.�VXSHUPDUNHWV��2QH�WKH�RWKHU�KDQG�� LQ�D� ODERXU�LQWHQVLYH� LQGXVWU\��D�FRPSHWLWLYH

VWUDWHJ\� EDVHG� RQ� FRVW� DOZD\V� UXQV� WKH� ULVN� RI� EHLQJ� XQGHUPLQHG� E\� QHZ�� ORZ�ZDJH� VRXUFHV� RI� VXSSO\�

3URGXFW�GLIIHUHQWLDWLRQ�ZRXOG�VHHP�WR�EH�D�PRUH�VHFXUH�URXWH�WRZDUGV�ORQJ�WHUP�VXUYLYDO�DQG�PDLQWHQDQFH

RI� PDUJLQV�� 3URGXFW� GLIIHUHQWLDWLRQ� PD\� LQYROYH� PRUH� VNLOO� LQ� SURGXFWLRQ� DQG� SURFHVVLQJ�� JUHDWHU� FDSLWDO

LQSXWV�RU�JUHDWHU�LQQRYDWLRQ�FDSDELOLWLHV��,Q�HDFK�FDVH��WKHVH�FUHDWH�PDUNHW�VHJPHQWV�ZLWK�JUHDWHU�EDUULHUV�WR

HQWU\��DQG�KHQFH�OHVV�SUHVVXUH�RQ�PDUJLQV�

7KH� GLVFXVVLRQ� LQ� 6HFWLRQ� �� KLJKOLJKWHG� D� QXPEHU� RI� LPSRUWDQW� EDUULHUV� WR� HQWU\� WKDW� SURYLGH� VRPH

FXVKLRQ�IRU�$IULFDQ�H[SRUWHUV��7KHUH�ZHUH�

• 7KH�VNLOOV�DQG�H[SHULHQFH�QHHGHG�WR�JURZ�SURGXFWV�VXFK�DV� ILQH�EHDQV�DQG�EDE\FRUQ�VXFFHVVIXOO\��7KH

VDPH�SULQFLSOHV�DOVR�DSSO\�DW�WKH�SURFHVVLQJ�VWDJH�

• 7KH�LQYHVWPHQWV�UHTXLUHG�WR�SURGXFH�VHPL�SUHSDUHG�RU�UHDG\�WR�HDW�SURGXFWV�

• 7KH�FDSDFLW\�WR�LQQRYDWH��SURYLGLQJ�
EODFN�ER[
�VROXWLRQV�WR�FKDOOHQJHV�SUHVHQWHG�E\�WKH�FXVWRPHU�

• 7KH�GHYHORSPHQW�RI�GXUDEOH�UHODWLRQVKLSV�ZLWK�FXVWRPHUV�

7KHVH�IDFWRUV�UDLVHV�WKH�EDUULHU�WR�HQWU\�LQ�WKH�IUHVK�YHJHWDEOH�WUDGH�E\�HQDEOLQJ�ERWK�LPSRUWHUV�DQG�H[SRUWHUV

WR� RIIHU� D� UDQJH� RI� VHUYLFHV� WR� VXSHUPDUNHWV� WKDW� FDQQRW� HDVLO\� EH� VXEVWLWXWHG��1HYHUWKHOHVV��PRYLQJ� LQWR

SURGXFWV�WKDW�DUH�PRUH�VRSKLVWLFDWHG�DQG�GHYHORSLQJ�LQQRYDWLRQ�FDSDELOLW\�UHTXLUHV�LQYHVWPHQW��DQG�PXFK�RI

WKLV�LQYHVWPHQW�LV�DVVHW�VSHFLILF��7KLV�SXWV�WKH�VXSSOLHUV�DW�ULVN��6KRXOG�WKH\�ORVH�D�VXSHUPDUNHW�FRQWUDFW�� LW

PD\� EH� GLIILFXOW� WR� ILQG� DQRWKHU� PDMRU� 8.� FXVWRPHU�� JLYHQ� WKDW� VXSSO\� FKDLQV� DUH� FORVHG�� 6ZLWFKLQJ� WR

FXVWRPHUV�RXWVLGH� WKH�8.�VXSHUPDUNHW�VHFWRU� LV�DOVR�QRW�D�YLDEOH�RSWLRQ��/DUJH�H[SRUWHUV� WKDW�KDYH�PDGH

VXEVWDQWLDO�LQYHVWPHQWV�LQ�SURGXFWLRQ�DQG�SRVW�SURGXFWLRQ�IDFLOLWLHV�WR�PHHW�VXSHUPDUNHW�UHTXLUHPHQWV�DOVR

QHHG�WKH�KLJKHU�PDUJLQV�RIIHUHG�E\�WKHVH�FXVWRPHUV�WR�VXVWDLQ�WKHVH�IDFLOLWLHV��([SRUWHUV�IUHTXHQWO\�FRPSODLQ

WKDW�WKHLU�PDUJLQV�DUH�VTXHH]HG�E\�WKH�8.�VXSHUPDUNHWV��EXW�RQO\�WKHVH�FXVWRPHUV�SD\�WKH�SULFHV�QHHGHG�WR

FRYHU�WKHLU�RYHUKHDGV��$V�RQH�H[SRUWHU�FODLPHG��
LI�\RX�EHFRPH�WRR�GHSHQGHQW�RQ�WKHP��WKH\�ZLOO�XVH�WKHLU

OHYHUDJH� WR� VTXHH]H� \RX� GRZQ�� <RX� EHFRPH� D� FDSWLYH� VXSSOLHU«WKH� RQHV� ZKR� RQO\� JR� WR� WKH� 8.

                                                     

�� ,W�PLJKW�EH�DUJXHG� WKDW�SRZHUIXO�FXVWRPHUV�ZLOO� DOZD\V�ZLVK� WR�PDLQWDLQ� DOWHUQDWLYH� VXSSOLHUV�� KRZHYHU�PXFK� WKH\� WDON�RI�SDUWQHUVKLS� DQG
FRPPLWPHQW���+RZHYHU��HYLGHQFH�RI�D�VKLIW�LQ�VWUDWHJ\�IROORZLQJ�WKH�SUREOHPV�FDXVHG�E\�(O�1LxR��SUHVHQWHG�LQ�6HFWLRQ������VXJJHVWV�WKDW�WKH
LVVXH�RI�H[SRVXUH�WR�FOLPDWLF�XQFHUWDLQW\�GRHV�KDYH�D�SDUWLFXODU�LPSDFW�RQ�VRXUFLQJ�SROLFLHV�LQ�WKH�IUHVK�SURGXFH�VHFWRU�



��

VXSHUPDUNHWV�DUH�H[WUHPHO\�YXOQHUDEOH�
��3URYLGLQJ�PRUH�VRSKLVWLFDWHG�SURGXFWV�DQG�VHUYLFHV�WR�VXSHUPDUNHWV

PD\�UHGXFH�WKH�ULVN�RI�VXEVWLWXWLRQ��EXW�LW�DOVR�LQFUHDVHV�WKH�GHSHQGHQFH�RI�VXSSOLHUV�RQ�SRZHUIXO�FXVWRPHUV�

$UH�WKHUH�RWKHU�VWUDWHJLHV�WKDQ�PLJKW�EH�DGRSWHG"

����3RVLWLRQLQJ�:LWKLQ�WKH�&KDLQ

7KH� FKDLQ� ZDV� GHVFULEHG� LQ� )LJXUH� �� DERYH�� DV� D� QHWZRUN� RI� UHODWLRQVKLSV�� 7KH� JOREDO� FRPPRGLW\� FKDLQ

SHUVSHFWLYH��GHVFULEHG�LQ�6HFWLRQ����IUHTXHQWO\�FKDUDFWHULVHV�EX\HU�GULYHQ�FKDLQV�DV�FRQVLVWLQJ�RI�QHWZRUNV�RI

LQGHSHQGHQW� ILUPV��:KLOH� LW� UHPDLQV� WKH� FDVH� WKDW� WKH� VXSHUPDUNHWV� DYRLG� EDFNZDUG� LQWHJUDWLRQ�� WKHUH� DUH

FOHDU� WHQGHQFLHV� WRZDUGV� YHUWLFDO� LQWHJUDWLRQ�� ,Q� 6HFWLRQ� �� LW� ZDV� VXJJHVWHG� WKDW� H[SRUWHUV� DUH� LQWHJUDWLQJ

EDFNZDUGV�LQWR�WKH�JURZLQJ�RI�YHJHWDEOHV�LQ�RUGHU�WR�VHFXUH�DGHTXDWH�VXSSOLHV��7KHUH�DUH�DOVR� LQVWDQFHV�RI

YHUWLFDO�LQWHJUDWLRQ�RU�HTXLW\�WLH�XSV�EHWZHHQ�$IULFDQ�EDVHG�H[SRUWHUV�DQG�8.�LPSRUWHUV�

7KHVH�FKDQJHV�DSSHDU�WR�EH�UHVSRQVHV�WR�WKH�SUHVVXUHV�DQG�XQFHUWDLQWLHV�WKDW�H[LVWLQJ�FKDLQ�

• 0DMRU�H[SRUWHUV�DUH�EX\LQJ� ODQG� LQ�RUGHU� WR�HQVXUH�FRQWLQXHG�DFFHVV� WR�SURGXFH�DQG� WR� LQFUHDVH� WKHLU

FRQWURO�RYHU�WKH�JURZLQJ�SURFHVV�

• ,Q�WKH�SDVW��VRPH�RI�WKH� ODUJHVW�$IULFDQ�H[SRUWHUV�KDYH�VHW�XS�WKHLU�RZQ�LPSRUW�FRPSDQLHV� LQ�WKH�8.

DQG�RU�(XURSH� LQ�RUGHU� WR� LPSURYH�DFFHVV� WR� WKH�PDUNHW� DQG�JXDUDQWHH� WKDW� WKH\�ZRXOG�EH� WKH�PDLQ

VRXUFH�RI�VXSSO\�IRU�WKHLU�LPSRUWHU�

• ,PSRUWHUV�PD\�VHHN�WR�JXDUDQWHH�DFFHVV�WR�SURGXFH�E\�EX\LQJ��RU�WDNLQJ�HTXLW\�VWDNHV�LQ��WKHLU�H[SRUWHUV�

7KLV� KDV� RFFXUUHG� LQ� ERWK� .HQ\D� DQG� =LPEDEZH�� %\� FRQWUROOLQJ� LPSRUWDQW� JURZLQJ� DQG� H[SRUWLQJ

FDSDELOLW\��WKH�LPSRUWHUV�UHGXFH�WKH�ULVN�EHLQJ�FXW�RXW�RI�WKH�FKDLQ�

• ,PSRUWHUV�KDYH�VRXJKW� WR� LQFUHDVH� WKHLU� LQGLVSHQVDELOLW\� WR� WKHLU� FXVWRPHUV�E\�SURYLGLQJ�DQ� LQFUHDVLQJ

UDQJH�RI�PDUNHW�UHVHDUFK�DQG�LQQRYDWLRQ�VHUYLFHV�

)XUWKHU�GHYHORSPHQWV�LQ�WKH�VWUXFWXUH�RI�WKH�FKDLQ�FDQ�EH�H[SHFWHG�LQ�UHVSRQVH�WR�WKH�SUHVVXUHV�RI�EHLQJ�LQ

VXFK� FRPSHWLWLYH� VHFWRU�� 7ZR� PDLQ� SRVVLELOLWLHV� DUH� HYLGHQW�� 7KH� ILUVW� LV� WKDW� LPSRUWHUV� DQG� H[SRUWHUV

ZRUNLQJ� WRJHWKHU� PLJKW� VHHN� WR� FRQWURO� WKH� XQFHUWDLQW\� DULVLQJ� IURP� PXOWL�FRXQWU\� VRXUFLQJ� E\

LQWHUQDWLRQDOLVLQJ� WKHLU�JURZLQJ�RSHUDWLRQV��7KLV�PLJKW�EH�GRQH�E\�EX\LQJ�XS�VXSSOLHUV� LQ�RWKHU�FRXQWULHV�

DQG�VRPH� LPSRUWHUV�KDYH�DOUHDG\�EHJXQ�WR�GR� WKLV��RU� LW�PLJKW�EH�GRQH�E\�SURYLGLQJ� WHFKQLFDO� VHUYLFHV� WR

H[SRUWHUV� LQ� RWKHU� ORFDWLRQV�� 7KLV� PLJKW� EH� D� PHDQV� E\� ZKLFK� .HQ\DQ� H[SRUWHUV� FRXOG� SURILW� IURP� WKH

GLYHUVLILFDWLRQ�RI�VRXUFLQJ�LQ�$IULFD�UDWKHU�WKDQ�EH�WKUHDWHQHG�E\�LW��,Q�WKLV�ZD\��WKH�.HQ\DQ�SDUWLFLSDQWV�LQ

WKH�FKDLQ�ZRXOG�FRPH�WR�DFTXLUH�PRUH�RI�DQ�RUJDQLVDWLRQ�DQG�PDQDJHPHQW�UROH�LQ�WKH�FKDLQ��LQ�WKH�VDPH�ZD\

WKDW� FRPSDQLHV� LQ� 7DLZDQ� DQG�+RQJ�.RQJ� KDYH� VKLIWHG� IURP� SURGXFLQJ� IRRWZHDU� DQG� FORWKLQJ� WRZDUGV

RUJDQLVLQJ�WKH�SURGXFWLRQ�DQG�WUDGH�RI�WKHVH�SURGXFWV�����,I��IRU�H[DPSOH��D�VXSHUPDUNHW�ZDQWV�LWV�LPSRUWHU

WR�VRXUFH�IURP�D�QHZ�FRXQWU\��WKHQ�WKH�HVWDEOLVKHG�H[SRUWHU�FDQ�QHXWUDOLVH�WKH�FRPSHWLWLYH�WKUHDW�E\�KHOSLQJ

WKH�LPSRUWHU�WR�GHYHORS�RU�VXSHUYLVH�SURGXFWLRQ�LQ�WKH�QHZ�ORFDWLRQ�

                                                     

�� 2Q�WKLV�GHYHORSPHQW��VHH�*HUHIIL��������



��

7KH�VHFRQG�SRVVLELOLW\�LV�WKDW�LPSRUWHUV�DQG�H[SRUWHUV�PD\�GLYHUVLI\�RXWVLGH�RI�8.�PDUNHW��HVWDEOLVKLQJ

D�ZLGH�(XURSHDQ�SUHVHQFH�LQ�RUGHU�WR�UHGXFH�WKHLU�GHSHQGHQFH�RQ�WKH�IHZ�UHWDLO�FRPSDQLHV�WKDW�GRPLQDWH�LQ

WKH�8.��7KH�SRWHQWLDO�IRU�VXFK�GLYHUVLILFDWLRQ�KDV�EHHQ�LQFUHDVHG�E\�WUHQGV�LQ�WKH�PDLQ�(XURSHDQ�PDUNHWV

WRZDUGV�ODUJH�VFDOH�UHWDLOLQJ�RI�LPSRUWHG�IUHVK�YHJHWDEOHV�

7KH� VWUXFWXUH� RI� WKH� FKDLQ� DQG� UHODWLRQVKLSV�ZLWKLQ� LW� DUH� IOXLG��:KLOH� UHODWLRQVKLSV� LQ� WKH� FKDLQ� DUH

IUHTXHQWO\�ORQJ�WHUP�DQG�KDYH�PDQ\�RI�WKH�FKDUDFWHULVWLFV�RI�REOLJDWLRQDO�FRQWUDFWLQJ��WKH\�DUH�FHUWDLQO\�QRW

SHUPDQHQW��$V�D�UHVXOW��WKH\�FKDQJH�DV�FRPSDQLHV�VHHN�WR�EXLOG�RU�SURWHFW�WKHLU�FRPSHWLWLYH�SRVLWLRQ��7KRVH

$IULFDQ�H[SRUWHUV�WKDW�WDNH�D�VWUDWHJLF�YLHZ�RI�KRZ�WR�SRVLWLRQ�WKHPVHOYHV�ZLWKLQ�WKH�FKDLQ�DQG�KRZ�WR�RIIHU

VHUYLFHV�WKDW�DUH�GLIILFXOW�ILQG�ZLOO�EH�WKH�RQHV�WKDW�ZLOO�UHPDLQ�VXFFHVVIXO�

���&21&/86,216

7KLV�SDSHU�KDV�DQDO\VHG�WKH�IUHVK�YHJHWDEOHV�WUDGH�EHWZHHQ�WKH�8QLWHG�.LQJGRP�DQG�.HQ\D�DQG�=LPEDEZH

IURP� WKH� JOREDO� FRPPRGLW\� FKDLQV� SHUVSHFWLYH�� ,W� KDV� SDLG� SDUWLFXODU� DWWHQWLRQ� WR� WKH� JRYHUQDQFH� RI� WKH

FKDLQ��LGHQWLI\LQJ�WKH�NH\�GHFLVLRQ�PDNHUV�DQG�KRZ�WKHLU�UHTXLUHPHQWV�IRU�WKH�SHUIRUPDQFH�RI�WKH�FKDLQ�KDYH

EHHQ� WUDQVODWHG� LQWR� VWUXFWXUH� DQG� SUDFWLFH�� ,Q� SDUWLFXODU�� LW� KDV� H[SORUHG� OLQNDJHV� EHWZHHQ� WKH� FKDLQ
V

UHTXLUHPHQWV�DQG�WKH�UHVWUXFWXULQJ�RI�WKH�LQGXVWU\�LQ�VXE�6DKDUDQ�$IULFD�

7KH� SDSHU� VKRZV� WKH� LPSRUWDQFH� RI� JRYHUQDQFH� VWUXFWXUHV� ZLWKLQ� JOREDO� FRPPRGLW\� FKDLQV�� *OREDO

FRPPRGLW\�FKDLQV�GR�QRW�FRQVLVW�PHUHO\�RI�IORZV�RI�PDWHULDOV�DFURVV�QDWLRQDO�ERXQGDULHV��7KH\�FRQVLVW�RI

QHWZRUNV�ZKRVH�NH\�GHFLVLRQ�PDNHUV�LQIOXHQFH�WKH�RXWSXWV�RI�WKH�FKDLQ�DQG�LWV�FRPSRVLWLRQ��,Q�WKLV�EX\HU�

GULYHQ� FKDLQ�� WKH� NH\�GHFLVLRQ�PDNHUV� DUH�8.�VXSHUPDUNHWV��7KLV�GRHV�QRW�PHDQ� WKDW�RWKHU� DFWRUV� LQ� WKH

FKDLQ� DUH� PHUH� YLFWLPV� RI� UHWDLOHU� GRPLQDQFH�� 0DQ\� $IULFDQ� SURGXFHUV� DQG� H[SRUWHUV� DSSHDU� WR� KDYH

EHQHILWHG� JUHDWO\� IURP� WKH� G\QDPLVP� RI� IUHVK� YHJHWDEOHV� WUDGH� DQG� WKH� WHQGHQF\� IRU� YDOXH� DGGHG� WR� EH

SXVKHG�EDFN�LQ�$IULFD��$W�WKH�VDPH�WLPH��WKH�LPSRUWHUV�DQG�H[SRUWHUV�LQ�WKH�FKDLQ�SOD\�D�UROH�LQ�VKDSLQJ�WKH

FKDLQ� WKURXJK�WKHLU�RZQ�FRPSHWLWLYH�VWUDWHJLHV�� ,Q�SDUWLFXODU�� LW�KDV�EHHQ�VKRZQ�WKDW�YHUWLFDO� LQWHJUDWLRQ� LV

RQH�FOHDU�WHQGHQF\�ZLWKLQ�WKH�FKDLQ�

7KH� FRPPRGLW\� FKDLQ� DSSURDFK� SURYLGHV� LPSRUWDQW� LQVLJKWV� LQWR� WKH� FKDQJLQJ� QDWXUH� RI� IUHVK

YHJHWDEOHV� WUDGH�� 7KHVH� DUH� SDUWLFXODUO\� LPSRUWDQW� IRU� WKRVH� FRQFHUQHG� ZLWK� WKH� GHYHORSPHQW� RI� QRQ�

WUDGLWLRQDO� DJULFXOWXUDO� H[SRUWV� LQ� VXE�6DKDUDQ� $IULFD�� 7KH� SDSHU� LGHQWLILHV� WKH� IDFWRUV� WKDW� DUH� PRVW

LPSRUWDQFH�WR�WKH�NH\�GHFLVLRQ�PDNHUV�LQ�WKH�FKDLQ��WKH�UHWDLOHUV��,W�DOVR�FRQVLGHUV�KRZ�WKH�GHOLYHU\�RI�WKHVH

UHTXLUHPHQWV�KDV�UHVWUXFWXUHG�WKH�FKDLQ�LQ�$IULFD��7KLV�HQDEOHV�D�QXPEHU�RI�FRQFOXVLRQV�WR�EH�GUDZQ�WKDW�DUH

UHOHYDQW�IRU�SROLF\PDNHUV�FRQFHUQHG�ZLWK�WKH�GHYHORSPHQW�RI�WKLV�WUDGH�

�� 6XFFHVV�LQ�WKH�IUHVK�YHJHWDEOHV�FKDLQ�GHSHQGV�RQ�PHHWLQJ��DQG�H[FHHGLQJ��WKH�H[DFWLQJ�UHTXLUHPHQWV�RI

8.�VXSHUPDUNHWV��7KHVH�DUH�WKH�QRQ�QHJRWLDEOH�FRQGLWLRQV�RI�PDUNHW�HQWU\�IRU�WKH�IUHVK�YHJHWDEOH�WUDGH�

7KHUH� LV� OLWWOH� VFRSH� IRU� H[SRUWHUV�ZKR� ODFN� WKH� LQYHVWPHQW� FDSDELOLWLHV� WR� HQVXUH� D� FRQVLVWHQW�� TXDOLW\

SURGXFW�WKDW�FRPSOLHV�ZLWK�UHJXODWRU\�UHTXLUHPHQWV�WR�SDUWLFLSDWH�LQ�WKH�FXUUHQW�PDUNHW�

�� 7KH� UDWLRQDOLVDWLRQ� RI� WKH� VXSSO\� EDVH� LQ� IDYRXU� RI� 
GHGLFDWHG
� VXSSOLHUV� WKDW� FDQ� GHOLYHU� FRQVLVWHQWO\

KLJK�TXDOLW\�VDIH�SURGXFWV�KDV�UHVWULFWHG�DFFHVV�WR�WKH�8.�IUHVK�YHJHWDEOHV�PDUNHW�WR�WKH�ODUJHVW�$IULFDQ
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H[SRUWHUV��7KHVH�H[SRUWHUV��LQ�WXUQ��PDLQWDLQHG�FORVH�OLQNV�WR�8.�LPSRUWHUV��3ROLFLHV�DLPHG�DW�SURPRWLQJ

DJULFXOWXUDO�SURGXFWLRQ�PXVW�FRQVLGHU�KRZ�WR�GHYHORS�WKHVH�OLQNDJHV�LI�WKH�DLP�LV�WR�VHOO�WR�VXSHUPDUNHWV�

�� 5DWLRQDOLVDWLRQ� KDV� H[FOXGHG� VPDOOHU� DQG� PHGLXP� VL]HG� H[SRUWHUV� ZKR� ODFN� WKH� VFDOH� WR� PHHW� NH\

VXSHUPDUNHW� GHPDQGV� �TXDOLW\� FRQWURO�� ORJLVWLFV�� VWRUDJH�� GLVWULEXWLRQ�� WUDQVSRUW� HWF���� *LYHQ� WKDW� WKH

IUHVK�YHJHWDEOH� FKDLQ� LV� VR� H[FOXVLRQDU\� DQG�KDV� VXFK� FRPSOH[� UHTXLUHPHQWV�� KHOS� IRU� VPDOO� H[SRUWHUV

PLJKW� UHDVRQDEO\�EH� IRFXVHG�RQ�JDLQLQJ�DFFHVV� WR�GLIIHUHQW� FKDLQV�ZLWK�GLIIHUHQW� FKDUDFWHULVWLFV�� 6PDOO

H[SRUWHUV�PLJKW�GR�EHWWHU�WR�IRFXV�RQ�DOWHUQDWLYH�PDUNHWV��7KHVH�PLJKW�LQ�UHJLRQV�ZKHUH�WKH�UHWDLO�FKDLQ

LV� OHVV�FRQFHQWUDWHG��RU� LQ�H[SDQGLQJ�QRQ�UHWDLO�PDUNHWV�VXFK�DV� WKDW� IRU�SDUWO\�SURFHVVHG�SURGXFWV� IRU

WKH�FDWHULQJ�LQGXVWU\��$OWHUQDWLYHO\��WKHUH�PD\�EH�VFRSH�IRU�VPDOOHU�H[SRUWHUV�WR�EHFRPH�LQWHJUDWHG�LQWR

WKH� VXSSO\� FKDLQV� RI� ODUJHU� H[SRUWHUV�� ZKLFK� ZRXOG� HQDEOH� WKHP� WR� GHYHORS� WKH� VNLOOV� DQG� TXDOLW\� WR

DWWUDFW�(XURSHDQ�VXSHUPDUNHWV�

�� 7KH�GLIILFXOWLHV� LQ�HQWHULQJ� WKH�8.�PDUNHW�KDYH�EHHQ� LQFUHDVHG�E\�JRYHUQPHQW�SROLFLHV�RQ� VRFLDO� DQG

HQYLURQPHQWDO�VWDQGDUGV��7KHVH�PDNH�8.�UHWDLOHUV�HYHQ�PRUH�LQFOLQHG�WR�QDUURZ�WKHLU�VXSSO\�EDVH��)RU

H[DPSOH�� WKH� SURVSHFW� RI� SXEOLF� FHQVXUH� WKURXJK� WKH� SROLF\� RI� 
QDPLQJ� DQG� VKDPLQJ
� UHWDLOHUV� ZKRVH

SURGXFWV� FRQWDLQ� H[FHVV� SHVWLFLGH� UHVLGXHV� ZLOO� HQFRXUDJH� WKHVH� UHWDLOHUV� WR� H[FOXGH� VXSSOLHUV� DERXW

ZKRP�WKH\�GR�QRW�IHHO�FRPSOHWHO\�FRQILGHQW�

�� 7KH� UHTXLUHPHQWV�RI�8.�PDUNHW� DOVR� WHQG� WR�PDUJLQDOLVH� VPDOO�SURGXFHUV��3ROLFLHV� DLPHG�DW� UHYHUVLQJ

WKLV� WUHQG�PXVW� IRFXV�RQ� VDWLVI\LQJ� UHWDLOHUV� WKDW� WKHLU� FRQFHUQV� DERXW� TXDOLW\�� FRQVLVWHQF\�� WUDFHDELOLW\

DQG�IRRG�VDIHW\�FDQ�EH�PHW��'RQRUV�DQG�WUDGH�DVVRFLDWLRQV�FDQ�VXSSRUW�WKH�GHYHORSPHQW�RI�VPDOOKROGHU

VFKHPHV��E\�SURYLGLQJ�KHOS�ZLWK�LQSXWV��WUDLQLQJ�RQ�FURS�PDQDJHPHQW��SHVWLFLGH�DSSOLFDWLRQ�DQG�TXDOLW\

FRQWURO��+RZHYHU�� LW� LV� DOVR� QHFHVVDU\� WR� HQVXUH� WKDW� PRQLWRULQJ� DQG� FRQWURO� V\VWHPV� DUH� GHYHORSHG�

/DUJH�H[SRUWHUV�KDYH�D�FULWLFDO�UROH�LQ�WKLV�UHJDUG�

�� ,QWURGXFLQJ� WHFKQLFDOO\� VRSKLVWLFDWHG� XQGHUWDNLQJV� VXFK� DV� EDU�FRGLQJ�� ODEHOOLQJ� DQG� SUHSDUDWLRQ� RI

UHDG\�WR�HDW�IRRG�PD\�EH�WKH�ZD\�IRUZDUG��EXW�LW�UHTXLUHV�ODUJH�LQYHVWPHQWV�LQ�PDFKLQHU\�DQG�IDFLOLWLHV�

7KLV�SXWV�D�SUHPLXP�RQ�HFRQRPLF�DQG�SROLWLFDO�VWDELOLW\��8QFHUWDLQW\�DERXW�H[FKDQJH�UDWHV��LQWHUHVW�UDWHV

RU�WKH�VWUXFWXUH�RI�ODQG�WHQXUH�LV�OLNHO\�WR�LQKLELW�LQYHVWPHQW�DQG�XQGHUPLQHG�FRPSHWLWLYHQHVV�

�� 0DUNHW�GLYHUVLILFDWLRQ�DQG�LQQRYDWLRQ�DSSHDU�WR�EH�WKH�EHVW�ZHDSRQV�DJDLQVW�WKH�WKUHDW�IURP�WKH�PDUNHW

HQWUDQWV� DQG� WKH� SRZHU� RI� ODUJH� FXVWRPHUV�� 7KHUH� PD\� EH� D� UROH� IRU� JRYHUQPHQW� WR� SOD\� LQ� PDUNHW

LQWHOOLJHQFH� DQG� WKH� GHYHORSPHQW� RI� LQQRYDWLYH� FDSDELOLW\�� %XVLQHVV� DVVRFLDWLRQV� DQG� JRYHUQPHQWV� LQ

$IULFD�VKRXOG�FRQVLGHU�WKH�GHYHORSLQJ�VRPH�FDSDELOLWLHV�LQ�WKH�DUHD�RI�SURGXFW�GHYHORSPHQW��SDUWLFXODUO\

VHHGV��7KLV�LV�OLNHO\�WR�EH�D�FULWLFDO�DUHD�IRU�VXVWDLQLQJ�ORQJ�WHUP�FRPSHWLWLYH�DGYDQWDJH�
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5()(5(1&(6

$SSHOEDXP��5���6PLWK��'��DQG�&KULVWHUVRQ��%���������
&RPPRGLW\�&KDLQV�DQG�,QGXVWULDO�5HVWUXFWXULQJ�LQ�WKH

3DFLILF�5LP��*DUPHQW�7UDGH�DQG�0DQXIDFWXULQJ
�LQ�*��*HUHIIL�DQG�0��.RU]HQLHZLF]��HGV���&RPPRGLW\

&KDLQV�DQG�*OREDO�&DSLWDOLVP��:HVWSRUW��&7��3UDHJHU���������

%DUUHWW��+���%URZQH��$��� ,OEHU\��%��� -DFNVRQ��*�� DQG�%LQQV��7��� ������ 
3URVSHFWV� IRU�+RUWLFXOWXUDO�([SRUWV

XQGHU�7UDGH�/LEHUDOLVDWLRQ�LQ�$GMXVWLQJ�$IULFDQ�(FRQRPLHV
��5HSRUW�6XEPLWWHG�WR�WKH�'HSDUWPHQW�IRU

,QWHUQDWLRQDO�'HYHORSPHQW��&RYHQWU\��&RYHQWU\�8QLYHUVLW\

%XWOHU��-���������
(�%XVLQHVV�LV�(YHU\RQH
V�%XVLQHVV
��)UHVK�3URGXFH�-RXUQDO��$SULO����

&RXOWHU�� -���0LOOQV�� -�� DQG�7DOORQWLUH��$��� ������ 
,QFUHDVLQJ� WKH� ,QYROYHPHQW�RI� 6PDOOKROGHUV� LQ�+LJK�9DOXH

+RUWLFXOWXUH��/HVVRQV�IURP�=LPEDEZH��5HSRUW�ZLWK�3ROLF\�5HFRPPHQGDWLRQV�RQ�6WUDWHJLHV�IRU�,QYROYLQJ

6PDOOKROGHUV�LQ�([SRUW�+RUWLFXOWXUH�LQ�=LPEDEZH
��&KDWKDP��1DWXUDO�5HVRXUFHV�,QVWLWXWH

)HDUQH��$��DQG�+XJKHV��'���������
6XFFHVV�)DFWRUV�LQ�WKH�)UHVK�3URGXFH�6XSSO\�&KDLQ��6RPH�([DPSOHV�IURP

WKH�8.
��([HFXWLYH�6XPPDU\��/RQGRQ��:\H�&ROOHJH

)UHVK� 3URGXFH� &RQVRUWLXP�� ������ 
)UHVK�1XWULWLRXV� DQG� 6DIH�� $�*XLGH� WR� WKH� 3URWHFWLRQ� RI� 6DIH� )RRG
�

&RQVXOWDWLRQ�'RFXPHQW��/RQGRQ��)UHVK�3URGXFH�&RQVRUWLXP

*HUHIIL��*���������
7KH�2UJDQLVDWLRQ�RI�%X\HU�GULYHQ�*OREDO�&RPPRGLW\�&KDLQV��+RZ�8�6��5HWDLOHUV�6KDSH

2YHUVHDV� 3URGXFWLRQ�1HWZRUNV
� LQ�*��*HUHIIL� DQG�0�� .RU]HQLHZLF]� �HGV���&RPPRGLW\� &KDLQV� DQG

*OREDO�&DSLWDOLVP��:HVWSRUW��3UDHJHU��������

*HUHIIL��*���������
*OREDO�3URGXFWLRQ�6\VWHPV�DQG�7KLUG�:RUOG�'HYHORSPHQW
� LQ�%��6WDOOLQJV��HG����*OREDO

&KDQJH��5HJLRQDO�5HVSRQVHV��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV���������

*HUHIIL��*��� ������ 
&RPPRGLW\�&KDLQV� DQG�5HJLRQDO�'LYLVLRQV� RI� /DERU� LQ� (DVW� $VLD
�� -RXUQDO� RI� $VLDQ

%XVLQHVV��9RO����1R����������

*HUHIIL��*��DQG�3DQ��0��/���������
7KH�JOREDOLVDWLRQ�RI�7DLZDQ
V�JDUPHQW�LQGXVWU\
�LQ�(��%RQDFLFK��/��&KHQJ�

1��&KLQFKLOOD��1��+DPLOWRQ�HW�DO���HGV���*OREDO�3URGXFWLRQ��WKH�$SSDUHO�,QGXVWU\�LQ�WKH�3DFLILF�5LP�

3KLODGHOSKLD��7HPSOH�8QLYHUVLW\�3UHVV���������

*UD\��$�� DQG�.OHLK��8��� ������ 
7KH�3RWHQWLDO� IRU� 6HOHFWHG� ,QGLDQ�+RUWLFXOWXUDO� 3URGXFWV� RQ� WKH�(XURSHDQ

0DUNHW
��0DUNHWLQJ�6HULHV�1R�����&KDWKDP��8.��1DWXUDO�5HVRXUFHV�,QVWLWXWH

+DUULV�� 6��� ������ 
.HQ\D� +RUWLFXOWXUDO� 6XEVHFWRU� 6XUYH\
�� 1DLUREL�� .HQ\D� ([SRUW� 'HYHORSPHQW� 6XSSRUW

3URMHFW

+LUVW�� '��� ������ 
&XUUHQW� 0DUNHW� 7UHQGV� LQ� )UXLWV� DQG� 9HJHWDEOHV
�� SDSHU� SUHVHQWHG� DW� 3UHVHQWDWLRQ� IRU

+257(&�6HPLQDU��1DLUREL��0DUFK���

,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV��������
6SUHDGLQJ�WKH�*DLQV�RI�*OREDOLVDWLRQ
��'UDIW�0LVVLRQ�6WDWHPHQW�

%ULJKWRQ��,QVWLWXWH�RI�'HYHORSPHQW�6WXGLHV

-DIIHH�� 6�� DQG� 0RUWRQ�� -��� �(GV��� �����0DUNHWLQJ� $IULFD
V� +LJK�9DOXH� )RRGV�� :DVKLQJWRQ� '�&��� 7KH

:RUOG�%DQN

.RU]HQLHZLF]�� 0��� ������ 
&RPPRGLW\� &KDLQV� DQG� 0DUNHWLQJ� 6WUDWHJLHV�� 1LNH� DQG� WKH� *OREDO� $WKOHWLF

)RRWZHDU� ,QGXVWU\
� LQ� *�� *HUHIIL� DQG� 0�� .RU]HQLHZLF]� �HGV��� &RPPRGLW\� &KDLQV� DQG� *OREDO

&DSLWDOLVP��:HVWSRUW��3UDHJHU���������
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/HLJKWRQ��7���������
6DOHV�*URZWK�3RWHQWLDO�+LGHV�:RUU\LQJ�7UHQGV
��)UHVK�3URGXFH�-RXUQDO�

/LWWOH��3��DQG�'RODQ��&���������
/DERU�5HODWLRQV�DQG�7UDGLQJ�LQ�WKH�3HUL�8UEDQ�DUHDV�RI�%DQMXO��7KH�*DPELD
�

,'$�:RUNLQJ�3DSHU�1R�����%LQJKDPWRQ��1<��,QVWLWXWH�IRU�'HYHORSPHQW�$QWKURSRORJ\

0DUVGHQ��7��DQG�:ULJOH\��1���������
5HWDLOLQJ��WKH�)RRG�6\VWHP�DQG�WKH�5HJXODWRU\�6WDWH
�LQ�1��:ULJOH\�DQG

0��/RZH��HGV���5HWDLOLQJ��&RQVXPSWLRQ�DQG�&DSLWDO��7RZDUGV�WKH�1HZ�5HWDLO�*HRJUDSK\��+DUORZ�

/RQJPDQ�������

0XODQGL��0���������
7KH�6WDWXV�RI�WKH�+RUWLFXOWXUDO�,QGXVWU\��&KDOOHQJHV�DQG�6WUDWHJLHV��1RZ�DQG�%H\RQG�WKH

<HDU�����
��1DLUREL��+RUWLFXOWXUDO�&URSV�'HYHORSPHQW�$XWKRULW\

3DOSDFXHU�� )��� ������ 
&RPSHWLWLYH� 6WUDWHJLHV�� &RPSHWHQFLHV� 0DQDJHPHQW� DQG� ,QWHUILUP� 1HWZRUNV�� $

'LVFXVVLRQ� RI� &XUUHQW� &KDQJHV� DQG� ,PSOLFDWLRQV� IRU� (PSOR\PHQW
�� SDSHU� SUHVHQWHG� DW� ,QWHUQDWLRQDO

:RUNVKRS� RQ�*OREDO� 3URGXFWLRQ� 6\VWHPV� DQG� /DERXU�0DUNHWV��*HQHYD�� ,QWHUQDWLRQDO� /DERXU�2IILFH�

0D\������

3RUWHU��0���������7KH�&RPSHWLWLYH�$GYDQWDJH�RI�1DWLRQV��/RQGRQ��0DFPLOODQ

6DNR��0���������3ULFHV��4XDOLW\�DQG�7UXVW��&DPEULGJH��&DPEULGJH�8QLYHUVLW\�3UHVV

6HDWRQ��/���������
&RQVXPHUV�&RUQHUHG�E\�([RWLFV
��)UHVK�3URGXFH�-RXUQDO��$SULO����

6\GRZ�� -��� ������ 
2Q� WKH�PDQDJHPHQW� RI� VWUDWHJLF� QHWZRUNV
� LQ�+�� (UQVWH� DQG�9��0HLHU� �HGV���5HJLRQDO

'HYHORSPHQW�DQG�&RQWHPSRUDU\�,QGXVWULDO�5HVSRQVH��/RQGRQ��%HOKDYHQ�3UHVV

:DWWV��0���������
/LIH�XQGHU�&RQWUDFW��&RQWUDFW�)DUPLQJ��$JUDULDQ�5HVWUXFWXULQJ�DQG�)OH[LEOH�$FFXPXODWLRQ


LQ�3��/LWWWOH� DQG�0��:DWWV� �HGV���&RQWUDFW�)DUPLQJ� DQG�$JUDULDQ�7UDQVIRUPDWLRQ� LQ� VXE�6DKDUDQ

$IULFD��0DGLVRQ��8QLYHUVLW\�RI�:LVFRQVLQ�3UHVV�������

:HDYHU��'�������D��
$OEHUW�)LVKHU��5HVKXIIOH�)RUPV�0DMRU�1HZ�)RUFH
��)UHVK�3URGXFH�-RXUQDO��0D\����

:HDYHU��'�������E��
0HUJHU�6SUHH�6SHHGV�8S�5HWDLO�5DWLRQDOLVDWLRQ
��)UHVK�3URGXFH�-RXUQDO��$SULO����

:RPDFN��-��DQG�-RQHV��'���������/HDQ�7KLQNLQJ��1HZ�<RUN��6LPRQ�	�6FKXVWHU


