SSM Sadrul Huda

East West University Center for Research and Training
East West University
Plot- A/2, Main Road, Jahurul Islam City, Aftabnagar,
Dhaka-1212, Bangladesh

Working Paper

An Investigation into
Viewers' Evaluation of Advertisements

Center for Research and Training

Correct Citation: Huda, SSM Sadrul 2013. An Investigation into Viewers’ Evaluation of
Advertisements. EWUCRT Working Paper no 6. East West University, Dhaka, Bangladesh.

Published by the Center for Research and Training
East West University
Plot No- A/2, Main Road, Jahurul Islam City, Aftabnagar,
Dhaka-1212, Bangladesh.
E-mail: ewucrt@ewubd.edu
Website: www.ewubd.edu

©East West University Center for Research and Training 2013 Working Paper No 6.

The views expressed in this publication are those of the author and not necessarily those of the
Center for Research and Training.

ABOUT THE AUTHOR

SSM Sadrul Huda
Assistant Professor
Department of Business Administration
East West University

ABSTRACT:
The influence of advertisement on the viewers mind and action is always an issue of interest for
the advertisers, academicians and also for the researchers. This paper is an attempt to explore
the views of the ad audience regarding different aspects of advertisement. In order to do so, it
follows the survey method of research pursuing convenience sampling method. Quantitative
method is used to analyze the data. Through a regression model, factors affecting the success of
advertisement are identified. According to the sample of this research the success factors are
creativity in advertisement, advertisement regulations, non‐offensive advertisements and ability
of the advertisement to act as source of information. The statistical analysis also shows that
creative ads and well regulated advertisement environment get the positive nod of the viewers.
Conversely, too much informative ad and offensive ad receive negative rating from the viewers.
Interestingly, transformations of advertisement content and techniques do not come out
statistically significant. This research collects ample information considering viewers’
perspectives, which the stakeholders may find important for developing their respective courses
of action.
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1.0. INTRODUCTION
In an era marked by increasing global competition, rapidly changing environment,
revolutionary developing technology, the intelligent and productive use of time and
opportunities is critical to keeping pace. As consumers have innumerable alternatives,
businesses must put some extra effort to establish position in the minds of their target group
and so corporations are seeking innovation and speed to capture market opportunities and
meet new challenges.

Advertising and promotion play a very important role in attaining the business objectives by
portraying the corporate identity in the consumers’ minds. Advertisements and promotions
are an integral part of our social and economic systems. In the complex society, advertising
has evolved into a vital communications system for both consumers and businesses. The
ability of advertisings and other promotional methods to deliver carefully prepared messages
to target audiences has given them a major role in the marketing programs of most
organizations. Companies ranging from large multinational corporations to small retailers
increasingly rely on advertising and promotion to help them market products and services. In
market based economy, consumers have learned to rely on advertising and other forms of
promotion for information they can use in making purchase decisions. Thus, it is very
important for the advertisers to know the viewers’ reaction to the advertisements. The success
of the marketing campaign depends to a large extent on the success of the advertisements.

2.0. LITERATURE REVIEW
Developed countries have extensively studied attitude towards advertising. One of the earlier
studies conducted by Bauer and Greyser in 1968 reveals that people generally has positive
attitude towards advertisements (Bauer and Greyser, 1968).

According to them

advertisements play a positive role in society. At the same time, research studies demonstrate
that people with positive attitude find advertising more acceptable, informative and enjoyable
(Bauer and Greyser, 1968; Bartos and Dunn, 1974; Lutz, 1985). Moreover, consumers with
positive attitude are more likely to be attracted by advertisements and thus persuaded to buy
the advertised products (Lutz, 1985; Mackenzie and Lutz, 1989).Other researchers try to
show attitude towards advertisement through classical conditioning perspective (Gresham
1

and Shimp, 1985). Affectively-valenced advertisements (either negative or positive but not
neutral) do not have a significant influence on subjects' attitudes toward the advertised
brands. (Gresham and Shimp, 1985). Negative affect advertisements may operate more in
accord with the classical conditioning hypothesis than do positive affect advertisements
(Gresham and Shimp, 1985). The expectation was that the experimental group’s cognitive
structure for each test commercial would not differ significantly from a control group
(Gresham and Shimp, 1985). However, concern has been expressed that the full range of
potential benefits that the advertisement construct may contribute to the understanding of
how advertising works cannot be reached until advertisement is operationalized in a
multidimensional fashion (Moore and Hutchinson 1985).

The present research offers titillating if not compelling evidence in favour of the
proposition that advertising influences attitudes toward advertised brands but this
research has not clarified the mechanism by which affectively valenced advertising
influences brand attitudes as observed by Gresham and Shimp (1985). However, this
research examines the critical factors of success of advertisement from the viewers’
point of view, which was not discussed extensively in the earlier research in this field.
Attitude as is defined as ‘viewers’ point of view’ toward the advertisement is defined in this
study as "a predisposition to responding in a favourable or unfavourable manner to a
particular stimulus during a particular exposure occasion" (Lutz 1985).

Past studies reveal that people hold positive attitude towards advertisements when the
advertisements are informative (Zanot, 1984). According to Shabitt et.al. (1998), people
react more favorably to those advertisements that are entertaining, truthful, informative and
useful in purchase decision making. In addition, they reported that Americans were more
favorably willing towards advertising than previously thought. However, several studies
represent that people find TV advertisements misleading (Barkdale and Darden, 1972;
Sandage and leckenby, 1980; Schutz and Casey, 1981; Andrews, 1989; Mittal, 1994; Larkin
1977) but informative (Schutz and Casey, 1981; Ogilvy and Mather, 1985; Alwitt and
Prabhakar, 1992; Mittal 1994). According to Aaker and Bruzzone (1985), commercials which
create happy and warm feelings, use humor, use a trust worthy promoter or provide useful
product information are acceptable among the audience.
2

It indicates that viewers consider an advertisement as a source of information and they also
want the advertisement to be entertaining and lively. This study also examines the
advertisement as a source of information and whether it is a success factor for advertisement
or not.

Additionally, Bauer and Greyser’s (1968) documented that consumers believe advertisements
play a positive role in the economy in “raising the standard of living” and “lowering product
prices”, and also play an adverse role in the social context in “persuading the consumer to
buy what they do not need”. Sandage and Leckenby (1980), reported a study which was
conducted by American Association of Adverting Agency. The study reveals that Americans
believe advertisings raise their standard of living. In addition, a significant number of studies
reported that respondents tend to believe that TV advertisements increase price of the
products (Haller, 1974; Russell et.al. 1989; Mittal, 1994). It is imperative that advertising do
affect lifestyles of the consumers. Consumption of unnecessary products and change of
lifestyle due to ad influence are the key impact of ad on viewers. This notion also requires
extensive scrutiny in the context of Bangladesh viewers, as this country is marching towards
globalization and consumerism and, advertisement has a key role in both of these processes
in the form of supplying product information to the consumer.

Ethical issues of advertisement also came under scrutiny. A study conducted on European
consumers represents that most of the respondents believe that TV advertisements
misrepresent information about product quality (Zahn, 1976; Ashill and Yavas, 2005). They
suggested that advertisers should avoid “over blowing” the product claims in the
advertisements. Wills and Ryans (1982) conducted a study across 32 countries on four
different groups; consumers, students, managers and academicians. They stated that the
managers believed that the advertisements provided factual and important information
whereas most of the consumers believed that advertisements were misleading. What

is

imperative from this discussion is that consumers are concerned about the ethical standard of
the advertisement. The present research also sheds light on this topic by examining viewers’
attitudes toward the factors like puffing words, comparative advertisements, etc as the basis
of ethical foundation of the advertisements.
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According to Cummins (1996), consumers use TV advertisements as a means of escaping
fantasy and do not consciously process the advertisement information. Fam and Waller’s
study on identifying likeability attributes; a qualitative study of television advertisements in
Asia suggested that in order to be likable, a TV advertisement should posses funny,
amusing/humorous, interesting and warm attributes. They also reported that the likeable,
attributes were dependent on differences in local culture, attitude towards advertising in
general, cultural outlook, consumer confidence and number of hours of TV viewing per
week. Humor in TV commercial is effective in attracting attention and increases liking of
the product when it is related to the product (Sternthat and Craig, 1973; Madden and
Weinberger, 1984; Weinberger and Gulas, 1992). Alden and Hoyer (1993) also reported that
humor was effective regardless of product categories. Further, sixty two percent of the
respondents identified humor as the most important attribute for TV commercials in a Video
Storyboard’s survey (Custer, 1994).
Television adverts are also undergoing a dynamic evolution, a trend that has been persistent
in the industry in Bangladesh for the last five years. While ingredients like melodrama,
humor, animation and others are being constantly experimented and used in these
commercials, audiences from all classes of life are appreciating this new trend (Chowdhury,
2009). The present paper further analyzes the case so as to relate the humorous nature of the
advertisement with advertisement success.
TV advertisements which create irritation have been said to create negative attitude toward
advertisements. Aaker and Bruzzone (1985) identifies TV advertisements which show
sensitive products based on unrealistic scenario threaten family relationships, have poor
casting and use persons based on their appearance or knowledge, increase irritation. Further,
Mittal elaborated that people believed that TV advertisements were silly, boring, irritating,
offensive and of bad taste. Moreover, people generally dislike TV advertisements which are
irritating (Alwitt and Probhakar, 1994). Similarly, college students in the United States were
also stated to feel irritated by TV advertisements (Aaker and Bruzzone, 1985; Larkin, 1977).
This could be because of the product advertised was sensitive or embarrassing to watch (e.g.
female hygiene products)( Aaker and Bruzzone, 1985; Barners and Dotson, 1990).
Furthermore, young people who could not identify their values with the TV advertisements
disliked it more (Alwitt and Probhakar, 1994). Sandage and Leckenby (1980), revealed that a
4

significant number of respondents believed that TV advertisements were annoying and
offensive. The cases of repetitive advertisement, advertisement of offensive products, etc. are
also examined in this paper to see the impact of offensive advertisements on the viewers and
its ultimate impact on the success of advertisement.
The impact of technology in the form of new types of media is added in recent times like fm
radio and mobile advertising to promote the new products. Concepts like mobile commerce
or mobile marketing are known to be derived from the concept of mobility. Mobility is
defined as “the quality or state of being mobile” (The free dictionary, 2009). As understood
from the definition, anything that is wireless, moving and portable is perceived to be mobile.
Oh and Kun-Pyo (2005) have listed properties that they have linked with mobile objects, such
as portability, activity and interactivity. Since mobile marketing enables more personal and
interactive brand-consumer communication than traditional marketing, many brands are
investing in mobile marketing applications. These applications, such as mobile marketing
platforms and global wireless systems, enable brands and consumers to interact in a more
personalized and customized way (Rohm & Sultan, 2006:5). Mobile advertising is one of the
most common forms of mobile marketing. Leading companies like Procter & Gamble,
Microsoft, Disney, Coca-Cola, Sony Pictures and McDonalds have been embracing mobile
advertising and including it within their marketing budgets. Since the first mobile text
advertisement was done in Scandinavia in 1997, mobile advertising has grown consistently.
As a reference, it took two years for broadcast TV, four years for the Internet and five years
for cable TV advertising to reach $1 billion in ad revenue, and five years for Internet and
broadcast TV advertising to reach $5 billion (Hanley & Becker, 2006:68). Studies aiming to
explore the attitudes toward mobile marketing and mobile advertisements are based on
technology acceptance model theory. Among the various theories that contribute to the
understanding of the adoption process of new information – communications technologies,
the technology acceptance model (TAM) is one of the most widely accepted (Yang,
2007:34). Mobile advertising studies regarding consumer attitudes have mostly cited the
study of Ducoffe (1996) where he aims to measure the advertising value on the Web.

Viewers’ attitude toward the advertisements in the new media is also examined in the paper
to see whether this new trend has any impact on the success of advertisement.
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The discussion presented above show that many studies have been carried out to see the
viewers’ attitudes towards one single aspects of advertisement. But no other study evaluates
the consumer perception about multiple aspects of advertisement and few studies try to
identify the success factors of an advertisement. The present research does that and thus
contributes to the literature in a novel way.

3.0. OBJECTIVE(S):
The major objective of the current paper is to find out whether the advertisement industry of
Bangladesh is successful in communicating the theme of the advertisements through
television commercials, the factors critical for successful communications and how these
factors affect the success of the advertisement.

4.0. METHODOLOGY
Secondary research was first conducted to find the studies on different aspects of
advertisement including history, growth, governance, transformations, success of
advertisements. The sources of information were the internet, published documents of
different organizations, etc. and their websites, and also the newspaper articles. Information
was collected about the government policy of advertisement, previous surveys on viewer’s
attitude towards advertisement, and other aspects of advertisements published from time to
time in the newspapers.
Quantitative research technique is applied to analyze the situation. In case of quantitative
research descriptive statistics and after that inferential statistics are measured to know the
viewers attitudes to advertisement.
Survey research technique was employed for the purpose of data collection. The respondents
are the viewers of television advertisements located in different parts of Dhaka city.
Convenience sampling method was used to select the respondents and the sample size was
410. A structured closed-ended questionnaire was used for the survey with few exceptions.
The questionnaire is based on secondary research. The factors most suitable to explain
satisfaction of the viewers about the TV commercials were reflected in the hypotheses. The
survey questions measured each attribute of a factor on a five point Likert scales with
6

“strongly agree” reflecting the highest favorable response and “strongly disagree” indicating
the least favorable response to each of the statement. Demographic questions using nominal
scale were also included in the questionnaire.
4.1. Respondents Profile
A total of 410 respondents participated in the survey. Out of them, 64.7% are male and the
rest (35.3%) are female. A cross section of viewers have participated in the sample
representing

business

people(11%),

private

service

holders(28%),

students(32.7%),government service holder(7%), housewives(12%) and the rest (9.3%) are
others. Among the respondents 35.3% are graduates, 26.0% are master’s degree holders, HSC
16.7% and below SSC 22.0%. Of the respondents, 46.6% belongs to 21-30, 20.9% belongs to
31-40, 13.9% belongs to 41-50 age groups and the rest (18.6%) belongs to other categories.
Income wise 24.6% belong to no income group (student/housewives), 27% belong to below
Tk. 10000, 21% belong to Tk.20000-Tk30000, 11.6% belong to more than Tk.30000 income
group and the remaining 15.8% were non-respondents. This demographic composition proves
that the views of this research represent the opinion of cross section of people and are well
represented in society.
5.0. RESULTS AND ANALYSIS:
The primary objective of this paper as mentioned above is to see how successful the
advertisers are in communicating the corporate offers to the consumers in the form of
television commercials (TVCs) and the important factors which determine the success rates
of the TVCs.
In the analysis stage the variable communication success is considered as the dependent
variable and eleven other variables are considered as the explanatory variables. The variables
are firstly described in the form of frequency analysis and finally regression analysis
technique is used to identify the important independent variables.

5.1. Descriptive Analysis:
The results of the frequency analysis of the chosen independent variables are given in the
following paragraphs.
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a. Advertisement as a source of information
Advertisement as a source of
information

STRONGLY

NEUTRAL

STRONGLY

AGREE/

DISAGREE/

AGREE

DISAGREE

Advertisement informs existence
of products/services
Advertisement helps in making
comparison about product and

TOTAL

73.8

4.6

21.6

100

(n=303)

(n=18)

(n=89)

(N=410)

60.0

6.6

33.4

100

(n=246)

(n=27)

(n=137)

(N=410)

65.9

5.9

28.2

100

services
Weighted average

As described in the earlier research, the viewers of Bangladesh also consider ad source of
product information. The respondents of the research agree with each other to appreciate the
role of advertisement as the source of product information. The advertisement also helps a lot
to make the purchase decision by aiding the customers to choose the right product from the
evoked set. It is clearly seen from the above table that majority of the respondents endorse the
role of advertisement as the source of information.
b. Transformations of advertisement
Transformations

STRONGLY

taking place

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

Stories and

89.0

3.2

7.8

100

messages of

(n= 365)

(n= 13)

(n= 32)

(N=

present day

410)

advertisements are
more interesting
than those of the
past
The rate of

86.1

4.8

9.1

100

repetition of

(n= 353)

(n=20)

(n= 37)

(N=

advertisements in

410)

the present day is
higher than that of
8

the past
The cultural and

74.4

7.1

18.5

100

the social issues

(n=305)

(n=29)

(n=76)

(N=410)

91.2

4.2

4.6

100

(n=374)

(n=17)

(n=19)

(N=410)

85.6

4.9

9.5

100

(n=351)

(n=20)

(n=39)

(N=410)

The presence of

86.0

6.1

7.9

100

female model is

(n=353)

(n=25)

(n=32)

(N=410)

are better
portrayed in the
recent
advertisements
than those of the
past (e.g. social
class, age, gender,
education etc.)
The use of puffing
words in
advertisements is
higher in the
recent
advertisements
(e.g. Koto kotha
bole re of
Banglalink) than
those of the past
Introduction of
celebrity is also a
more attractive
aspect of the
present day
advertisements
than those of the
past

more in the recent
9

advertisements
than those of the
past
Print

94.1

2.7

3.2

100

(n= 386)

(n=11)

(n=13)

(N=410)

94.4

2.2

3.4

1000

(n= 388)

(n= 9)

(n=13)

(N=410)

The new trends of

88.0

6.1

5.9

100

ads are favorable

(n=361)

(n=25)

(n=24)

(N=410)

87.63

4.58

7.79

100

advertisements are
more colorful at
present than those
of the past
At present use of
computer
graphics/animation
are higher in both
print and TV
advertisements
than those of the
past

for growth of
advertisement
industry
Weighted
average

The advertisements are undergoing a dynamic evolution, a trend that has been persistent in
the industry since the last five years. Ingredients like, melodrama, humor, animation and
others are being constantly experimented and used in these commercials, On the issue of
transformations of advertisement, the study investigates several key issues: i) Stories and
messages of present day advertisements are more interesting than those of the past, ii) The
cultural and the social issues are better portrayed in the recent advertisements than those of
the past, iii) The use of puffing words in advertisements is higher in the recent advertisements
(e.g. Koto kotha bole re of Banglalink) than those of past. iv) Introduction of celebrity is also
a more attractive aspect of the present day advertisements than those of before, v) The
10

presence of female model is more in the recent advertisements than those of the past vi) Print
advertisements are more colorful at present than those of the past vii) At present use of
computer graphics/animation are higher in both print and TV advertisements than those of the
past, viii) The new trends of advertisements are favorable for growth of advertisement
industry. It is observed that the viewers agree or strongly agree with most of the individual
propositions, which indicates that advertisers considering the technical issues of
advertisements are changing. The striking feature of this finding is that majority of the
respondents consider that this process of transformation is favorable for the industry.

c. Ethical Issues
Ethical issues

STRONGLY

NEUTRAL

STRONGLY

TOTAL

taking place

AGREE/AGREE

The advertisers of

55.8

12.2

32.0

100

Bangladesh make

(n=229)

(n=50

(n=131)

(N=410)

48.0

20.0

32.0

(N=410)

(n=197)

(n=82)

(n=131)

59.5

12.9

27.6

100

(n=244

(n=53)

(n=113)

(N=410

DISAGREE/DISAGREE

conscious
decision to stick
to a high moral
standard in
developing ad
The use of
puffing words
(e.g. g-r-eat) is an
ethical issue as
the performance
of a product may
be the same as its
competing
product
The
advertisements
are misleading as
a source of
11

information for
the average
consumers
Advertisement
helps to increase

91.2

2.7

6.1

100

(n=374

(n=11)

(n=25)

(N=410

65.4

12.2

22.4

100

(n=268)

(n=50)

(n=92)

(N=410)

63.89

12.03

24.08

100

awareness in
society regarding
different
important issues
like AIDS,
Smoking, Drug,
Dowry tradition
The
advertisements of
Bangladesh
uphold the
ethical, moral,
cultural standard
of our society
Weighted
average

Ethical dimensions of advertisements are also important to examine the trends of
advertisements, because advertisements are rated very high by the respondents’ of the survey.
91.2% respondents agree that advertisements help to increase the awareness level of the
society about AIDS, Smoking, etc. as shown in the above table. But only 56.0% respondents
agree that advertisers make conscious decision to stick to a high moral standard in developing
advertisement in the country. It means that the viewers are questioning the intention of the
advertisers.
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d. Impacts of advertisement
Impacts of

STRONGLY

advertisement

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

Advertisements

54.6

7.8

37.6

100

make people buy

(n=224)

(n=32)

(n=154)

(N=410)

55.8

11.8

32.4

100

(n=229)

(n=48)

(n=133)

(N=410)

72.9

4.4

22.7

100

(n=299

(n=18)

(n=93)

(N=410)

71.2

8.1

20.7

100

(n=292)

(n=33)

(n=85)

(N=410)

63.4

8.02

28.4

100

expensive
products just to
show off
The
advertisements of
Bangladesh are
able to create
confidence
among customers
about the
products or
services.
The
advertisements
are changing the
culture or
lifestyle of the
people
Ads influence me
to purchase the
product
Weighted
average

This study also confirms the earlier research findings in that the advertisements are changing
the culture or lifestyle of the people. 73% of the respondents support the proposition that
advertisements are changing the lifestyle or culture of the people. Though mixed results are
13

found in the past studies, regarding the impact of ad on sale, this study reveals the majority of
the viewers (71.2%) agree that an advertisement has some influence on product purchase.

e. Irritating
Advertisements

STRONGLY

are becoming

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

irritating
There are too

93.9

1.5

4.6

100

(n=385)

(n=6)

(n=19)

(N=410)

83.2

5.6

11.2

100

(n=341)

(n=23)

(n=46)

(N=410)

There is too

77.8

5.9

16.3

100

much dance,

(n=319)

(n=24)

(n=67)

(N=410)

69.5

8.8

21.7

100

(n=285)

(n=36)

(n=89)

(n=410)

many
Advertisements
between and
within the
programs of
most of the TV
channels
I change the
channels during
commercial
breaks

music or color in
the TV
advertisements
The presence of
too many
advertisements
in newspaper
distracts the
attention of the
readers from the
news item
14

The presence of
too many

82.6

2.0

15.4

100

(n=339)

(n=8)

(n=63)

(N=410)

81.33

4.83

13.84

100

advertisements
on TV distracts
the attention of
the viewers from
the main
program
Weighted
average

The study reveals that advertisement is causing irritation among the viewers. Reasons are
frequency of ad (93.9%), too much dance/music/color (77.8%), too many advertisements
within the program (82.6%), etc.

The tendency of changing the channel during the

commercial break is also highly reported by the respondents.

f. Offensive advertisements
Offensive

STRONGLY

advertisements

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

makes
embarrassment
I feel embarrassed
when I see

63.2

6.1

30.7

100

(n=259)

(n=25)

(n=126)

(N=410)

40.7

3.9

55.4

100

(n=167)

(n=16)

(n=227)

(N=410)

advertisements of
contraceptive and
female hygienic
products
I feel embarrassed
when I see the
HIV/ AIDS
awareness
advertisements
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Weighted

52.05

5

42.95

100

average

The above table illustrates that the viewers are not much critical about the controversial
advertisements (advertisements of HIV/AIDS). The viewers marginally agree with the
statements that they feel embarrassed to see the offensive advertisements. Interestingly, the
respondents disagree with the statement which talks about the advertisement of HIV/AIDS
prevention that they do not feel uncomfortable to see the advertisement with their family
members. It shows that the communication is successful in making people aware of the issue,
so that they consider it as a diseases rather than a social taboo which can not be discussed
publicly.

g. Regulation
Importance of

STRONGLY

advertisement

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

regulatory body
There should be

87.1

4.2

8.7

100

an ad regulatory

(n=357)

(n=17)

(n=36)

(N=410)

87.6

3.9

8.5

100

(n=359)

(n=16)

(n=35)

(N=410)

body set up by
government to
regulate the
advertising
industry of the
country
The
advertisements
should be
checked by a
government
censor board
before
commercial
16

release
There should be

81.9

2.7

15.4

100

fixed portion of

(n=336)

(n=11)

(n=63)

(N=410)

87.1

5.6

7.3

100

(n=357)

(n=23)

(n=30)

(N=410)

Advertisement

81.2

6.3

12.5

100

industry should

(n=333)

(n=26)

(n=51)

(N=410)

84.84

4.64

10.52

100

time in TV
channels and
allocation of
space in print
media for public
interest
advertisements e.
g. awareness of
Bird Flu
There should be a
specific ratio
between program
and commercial
time in a given
hour for TV and
specific ratio
between news
item and
advertisement for
advertisements in
print media

be monitored and
regulated by a
strict regulatory
commission
Weighted
average
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Majority of the respondents in general agree that regulation of advertisement is important.
Regarding the forms of regulation, 81.2% opt for regulatory commission, 87.6%

favor

censor board, and 87.1% ask for standard program vs. commercial time ratio.

h. Success/Merits of Ads
Advertisements

STRONGLY

are successful

AGREE/AGREE

TV
advertisements

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

92.4

3.2

4.4

100

(n=379)

(n=13)

(n=18)

(N=410)

79.5

7.8

12.7

100

(n=326)

(n=32)

(n=52)

(N=410)

86.1

5.35

8.55

100

are more
entertaining than
print
advertisement
Emotional
advertisements
are more
memorable than
informative
advertisements
Weighted
average

Success of advertisement is defined as memorability and entertaining ability of the
ADVERTISEMENTS. What appears from the above table is that respondents consider TV
advertisement s as more entertaining than print advertisements and emotional advertisements
are more memorable than informative advertisements. In general, advertisements are rated as
successful by 86% of the respondents.
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i .Gender Issue:
Advertisements

STRONGLY

are becoming

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

gender biased
The

85.6

3.7

10.7

100

(n=351)

(n=15)

(n=44)

(N=410)

73.7

12.2

14.1

100

(n=302)

(n=50)

(n=58)

(N=410)

Male viewers

55.4

19.0

25.6

100

appreciate the

(n=227)

(n=78)

(n=105)

(N=410)

55.1

19.0

25.9

100

(n=226)

(n=78)

(n=106)

(N=410)

Female models

86.6

5.6

7.8

410

favor more TV

(n=355)

(n=23)

(n=32)

(N=410)

advertisements
contain female
character even
when they are not
relevant
The men are more
likely to be
portrayed as
product
authorities and
women as
product users

presence of
female model on
both TV and Print
advertisements
Female viewers
appreciate the
presence of male
model on both
TV and Print
advertisements

ads than Print
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advertisements
The increasing

70.5

9.5

20.0

410

economic and

(n=289)

(n=39)

(n=82)

(N=410)

74.13

9.74

16.13

100

social role of the
women of
Bangladesh is
shown in the
advertisements
Weighted
average

The respondents (74%) in general agree that advertisements are getting gender biased. The
above table illustrates that 85.6% of the respondents think that female characters are
presented even when they are not relevant and 73.7% respondent think that men are portrayed
as product authorities whereas females are as product users. In both cases it reveals a case of
gender biased ness. In one case males are highlighted and in the other case females are
pampered. Interestingly, the over use of the female models in the advertisements are well
appreciated by the male viewers but the degree of appreciation by the female viewers
regarding the presence of male models is lower. It is also seen that female empowerment are
portrayed more in the recent advertisements than in the previous advertisements.

j. Creativity
Advertisements

STRONGLY

are creative

AGREE/AGREE

The technical
issues regarding

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

70.5

12.7

16.8

100

(N=289)

(n=52)

(n=69)

(N=410)

advertisement for
example the
photography, set,
printing, and the
production are up
to the mark
20

The
advertisements of

81.2

5.6

13.2

100

(n=333)

(n=23)

(n=54)

(N=410)

72.9

12.0

15.1

100

(n=299)

(n=49)

(n=62)

(N=410)

72.7

8.0

19.3

100

(n=298)

(n=33)

(n=79)

(N=410)

74.47

9.45

16.08

100

BD are able to act
as a source of
inspirations for
changing the
lifestyle, and
behavior e .g din
bodoler pala of
Banglalink
The
advertisements of
BD are able to
touch the emotion
of the viewers.
I’m satisfied with
the creativity of
the present day
advertisements
Weighted
average

The creativity in advertisements is highly appreciated by the majority of the respondents
(74.0%). Reasons are identified as the use of technology (71.0%), use of positive emotion
(73.0%), and advertisements is the source of inspiration for changing the life style (81.2%).
Creativity is considered as a major issue in ad literature.

k. Future Trend
Future trends of

STRONGLY

NEUTRAL

advertisement are AGREE/AGREE

STRONGLY
DISAGREE/DISAGREE

newer technology
oriented
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TOTAL

I appreciate
searching internet

70.5

5.8

23.7

100

(n=289)

(n=24)

(n=97)

(N=410)

85.4

5.3

9.3

100

(n=350)

(n=22)

(n=38)

(N=410)

78.1

5.4

16.5

100

for product
information, if it
is available
Newer
technology will
affect the future
trend of
advertisement
industry of
Bangladesh
Weighted
average

Respondents show their intention to use internet, whenever its available, and they believe that
future trend of advertisement will be technology oriented.

l. Success of Communication
Advertising

STRONGLY

agencies are

AGREE/AGREE

NEUTRAL

STRONGLY

TOTAL

DISAGREE/DISAGREE

successful in
communicating
the theme
Weighted
average

57.1

10.7

32.2

100

(n=234)

(n=44)

(n=132)

(n=410)

It is seen that fifty seven percent of the respondents believe that the advertisement agencies
are successful in communicating the message to the viewers, which reveals viewers
confidence in the advertisement agency’s ability to communicate the marketing themes.
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5.2. Factor Analysis
Factor analysis is a statistical method used to describe variability among observed variables
in terms of a potentially lower number of unobserved variables called factors. In other words,
it is possible, for example, that variations in three or four observed variables mainly reflect
the variations in a single unobserved variable, or in a reduced number of unobserved
variables. Factor analysis searches for such joint variations in response to unobserved latent
variables. The observed variables are modeled as linear combinations of the potential factors,
plus "error" terms. The information gained about the interdependencies between observed
variables can be used later to reduce the set of variables in a dataset. Factor analysis
originated in psychometrics, and is used in behavioral sciences, social sciences, marketing,
product management, operations research, and other applied sciences that deal with large
quantities of data.
5.2.1. Data Reduction
To reduce the number of factors and also to get the right combinations of factors, factor
analysis is performed. To see the sample adequacy, KMO test is successfully performed with
a value of 67% and Bartlett’s test is performed with significance level .000, both of which
confirm that the data is acceptable for factor analysis (see Figure:1).
Figure: 1
KMO and Bartlett's Test
Kaiser-Meyer-Olkin

Measure

of

Sampling

Adequacy.
Bartlett's
Sphericity

Test

of Approx. Chi-Square

.669
918.385

Df

91.000

Sig.

.000

Factor analysis identifies five components out of fourteen factors, which explains sixty
percent variation in data (see Figure: 2).
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Figure: 2
Total Variance Explained
Extraction
Initial Eigenvalues
%

of Cumulative

Sums

of Rotation Sums of Squared

Squared Loadings
%

of Cumulative

Loadings
%

of Cumulative

Component Total Variance %

Total Variance %

Total Variance %

1

2.734 19.528

19.528

2.734 19.528

19.528

2.060 14.715

14.715

2

1.778 12.697

32.225

1.778 12.697

32.225

1.754 12.531

27.246

3

1.439 10.275

42.500

1.439 10.275

42.500

1.589 11.348

38.593

4

1.369 9.782

52.282

1.369 9.782

52.282

1.566 11.189

49.782

5

1.172 8.370

60.652

1.172 8.370

60.652

1.522 10.870

60.652

6

.902 6.444

67.096

7

.829 5.920

73.016

8

.718 5.125

78.141

9

.646 4.611

82.752

10

.570 4.070

86.822

11

.527 3.762

90.584

12

.507 3.622

94.207

13

.429 3.066

97.273

14

.382 2.727

100.000

Extraction

Method:

Principal

Component Analysis.

The five factors are renamed as regulation, sources of information, offensive advertisements
and creativity & transformation (see Appendix 1). Descriptive statistics of the newly formed
factors are described below:
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Figure: 3
Descriptive Statistics
Std.
N

Minimum Maximum Mean

Deviation Variance Skewness
Std.

Statistic Statistic

Statistic

Statistic Statistic

Statistic Statistic Error

Regulations

409

1.00

5.00

4.2070 .83043

.690

-1.313 .121

Creativity

407

1.33

5.00

3.7445 .82397

.679

-.617

.121

410

1.00

5.00

3.1967 .94009

.884

-.323

.121

409

1.00

5.00

3.1406 1.30249

1.696

-.146

.121

Transformations 409

1.00

5.00

4.4988 .66375

.441

-2.257 .121

Sources

of

information
Offensive

Valid N (listwise) 405

What is apparent from Fig: 3 is that most of the respondents are quite agreeable with the
different newly formed variables. As each of the variables has scored reasonably fair (max
mean 4.49, min mean 3.19) whereas the neutral value is 3 as per 5 point likert scale
measurement. Out of the five, two score above 4 (one is closer to 4.50) and the other two
score 3 and one 3.75.
Transformation scores the highest value 4.50 with lowest std. deviation. It means
transformation of advertisement is recognized by most of the respondents with minimum
variation. The other variable which receives above 4 score is regulation with a std. deviation
.83043, which means the respondents emphasized the regulation of the advertisements
industry for its success. The minimum mean score goes to offensive advertisements with the
highest std. deviation which means respondents do not feel much un-comfortable with
advertisements containing social sensitive issues but there is a high level of variation among
the respondents in this regard. Creativity receives the highest score in the below 3 category
(3.75) with a std. deviation .82397. It means creativity in advertisement is well appreciated by
the respondents.
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Besides, the reliability estimates of the composite factors are also standard. The alpha value
for Regulations is .74, for creativity is .6.8, for source of information is .60. These scores are
more than .6 which, according to Nunnally (1978) is an acceptable estimation. For offensive
advertisements and transformations reliability can not be computed because these two factors
have only two items.
5.3. Regression Analysis:
Finally, a regression analysis is carried out considering success of communication
(advertisement agencies are successful to communicate the theme of advertisement) as the
Dependent Variable and five composite factors (creativity, transformations, regulations,
offensive advertisements, advertisement as source of information) as the independent
variables.
The beta weights of the composite factors are sought to provide clear picture to the readers
regarding the most important factors which affect the agencies success of delivering
marketing messages to the audience.
All four factors (creativity, regulations, offensive advertisements and advertisement as source
of information) except transformations -- emerge as significant variables to influence the
advertisement agencies’ success in communicating marketing theme to the customers. The
model is significant at P<.05 (F= 15.611)(see table 1) and explains 74 % (see table 2) of the
variation in the dependent variable. For an exploratory study of this nature, especially
considering that the scales were previously untested in the country of study, the results are
very satisfying.

Table 1: Model Summary

Adjusted
Model R
1

.300b

R Std. Error of the

R Square

Square

Estimate

.090

.074

1.438
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Adjusted
Model R
1

.300b

R Std. Error of the

R Square

Square

Estimate

.090

.074

1.438

b. Predictors: (Constant), Transformation, offensive advertisements,
Creativity, Regulations, Sources of information c. Dependent
Variable: advertisement agencies are successful in communicating
the theme of advertisement
Table 2: ANOVAc

Sum
Model
1

of

Squares

df

Mean Square F

Sig.

Regression

81.248

7

11.607

.000b

Residual

821.231

397

2.069

Total

902.479

404

15.611

a. Predictors: (Constant), Transformation, offensive advertisements, Creativity,
Regulations, Sources of information
c. Dependent Variable: advertisement agencies are successful in communicating
the theme of advertisement

The standardized betas (see table:3) indicate that the greatest impact on agencies’ success in
meaningful communication comes from regulations and creativity. It is noted, however, that
offensive advertisements and source of information have negative coefficients, suggesting
that reduction of offensive advertisements would increase agencies’ success and the role of
advertisement as sources of information is not appreciated by the viewers. It can be explained
by the fact that the unguided nature of current advertisements sometimes creates confusion
among the viewers and also sometimes deceives the customers. So, the authenticity of
advertisement based information is questionable in the viewers mind.
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Table 3: Coefficientsa

Unstandardized

Standardized

Coefficients

Coefficients

Model

B

Std. Error

1 (Constant)

1.863

.534

-.251

.102

-.196

-2.464 .014

Transformations

-.048

.085

-.038

-.562 .575

Regulations

.282

.089

.157

3.164 .002

Creativity

.233

.092

.129

2.543 .011

Sources of information

-.185

.080

-.116

-2.321 .021

Offensive
Advertisements

Beta

t

Sig.

3.488 .001

a. Dependent Variable: advertisement agency are successful to communicate the theme
of advertisement

6.0. DISCUSSIONS
The discussion part of the paper centers around the composite factors which affect the
success of communication.
6.1. Advertisement Regulation:
In the era of globalization, when multinational companies flourish and global campaigns are
common occurrences, local regulation ultimately delineates the basic boundaries of
advertising. Comparative examinations have revealed significant differences in international
advertising regulation (Boddewyn, 1991; Gao, 2005; Harker, 1998; Miracle and Nevett,
1987; Petty, 1997). In subscribing to different regimes of advertising regulation, countries
provide their consumers varied degrees of protection. Yet, as Kanter (1974) argues,
regulations should be developed by taking account of consumers' views. This argument
becomes especially potent in the context of developing economies where the consumer, often
handicapped by limited education and market knowledge, may be much less skeptical of
advertising (Cassim and Langton, 1996).
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To date, no study has specifically focused on consumer attitudes toward advertising
regulation, even though new technologies such as the internet and mobile phones have
dramatically empowered consumers and made them a formidable force in shaping the
regulatory landscape (Crosier and Erdogan, 2001; Kozinets and Handelman, 2004; Volko et
al., 2005).
This paper fills the gap in literature in this regard. The viewers of Dhaka City strongly
recommended tight regulatory control of the ad industry. This result also establishes the
earlier findings of Cassim in that developing countries need stricter regulation because of
viewers’ state of disempowerment.

For example, challenges to unfair and deceptive

advertising in China are initiated by the government, competitors, and consumers through
either the administrative or judicial process, and the Chinese law does not require extrinsic
evidence, literal falsehood, or materiality when interpreting deception (Gao, 2008). Chinese
advertising laws categorically ban the use of superlative, unsubstantiated exaggerations, or
subjective claims (Gao, 2007), so that puffery is not a possible defense in China. The Chinese
law bans direct comparison of products in advertisements and requires indirect comparisons
to be substantiated (China State Administration of Industry and Commerce, 1993). In a
developed country like USA action against unfair and deceptive advertising can be initiated
by self-regulatory body such as the NAD, the government, competitors, and consumers (Petty
and Kopp, 1995). In sharp contrast to the Chinese position, the US law treats puffery as a
special subcategory of opinion that is not actionable because it is unlikely to deceive
consumers acting reasonably (FTC, 1983), though critics argue that puffery deceives the
consumer and should be prohibited (Preston, 1996). Comparative advertising is legal in the
USA.
This factor refers to different government rules and regulations required for and desired by
the respondents of this research. It is expected that industry friendly rules and regulations
would increase the chances of successful communication through advertisements.

6.2. Sources of Information:
An advertisement as a source of information is also considered by the viewers as an
important factor affecting the success of advertising communication. Studies suggest that
29

individuals use advertisements for three basis purposes- Information Seeking, Entertainment,
Social Expression (Eadie et al. 2007; Gordon 2006; Couler et al. 2001). Individuals use
advertisements to seek necessary, valuable information to support their purchase related
decision-making and to remain updated (Krishnam and Smith 1998). Information seeking is
the process or activity of attempting to obtain information to bridge the knowledge gap
(Kumar 2010). Information seekers bridge above knowledge gap and seek information of
their interest by monitoring, browsing, searching, being aware. Information seekers also
attach high value to the information that is accessible, updated, accurate and reliable (Bates
2002). In light of the past research this paper sees the attitudes of the viewers towards the role
of advertisement as information hub. The research also supports the earlier findings. A
negative beta value is associated with this factor signifying that the lower the level of
deception information in advertisement, the higher the rate of communication success.
Advertisements are generally considered as sources of information. Not only informative
advertisement, but other types of advertisement i.e. emotional advertisements, also carry
message in one way or another. Especially, in the introduction and growth stage of products
information dissemination is essential for the convenience of the customers. Information
about price, discounts, other promotional offers, place, etc. need to be shared with customers.

6.3. Offensive ADVERTISEMENTs:
Academic research which lays the foundation of ``controversial advertising'' is found in
studies of ``unmentionables'', ``socially sensitive products'', ``decent products'', ``acceptable
advertising'' and ``advertising ethics''(Wilson and West, 1981; Rehman and Brooks, 1987;
Triff et al., 1987; Shao and Hill, 1994a; Fahy et al., 1995). These studies have primarily
focused on attitudes towards the advertising of various controversial products, legal
restrictions on advertising and possible strategies for marketing.

Wilson and West (1981) discussed ``unmentionables'', which they described as: ``... products,
services, or concepts that for reasons of delicacy, decency, morality, or even fear tend to elicit
reactions of distaste, disgust, offence, or outrage when mentioned or when openly presented''.
The examples they presented of unmentionables were: ``products'' (for personal hygiene,
birth control, warfare, and drugs for terminal illness), ``services'' (for abortion, sterilisation,
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VD, mental illness, funeral directors, and artificial insemination), and ``concepts'' (for
political ideas, palliative care, unconventional sexual practices, racial/religious prejudice and
terrorism).

Feminine hygiene products and contraceptives were the main focus of Rehman and Brooks
(1987) research, which found that contraceptives for men and contraceptives for women were
unacceptable among the college students. In a study that focused on advertising ``sensitive
products'', Fahy et al. (1995) asked a sample of more than 2,000 people about their attitudes
towards the advertising on certain products on television. Comparing the attitudes according
to sex, age, income, region, education and race, they found that women, particularly aged 50
and over, had much higher disapproval levels for such commercials.

This current research also finds that advertisement of sensitive products significantly affects
the success of advertisements. Ads sometimes can become offensive, while carrying socially
sensitive information like information about birth control, HIV/AIDS, female hyzine
products, etc. in a conservative Muslim society like Bangladesh. Proper handling of these
advertisements is required to make the communication successful.

6.4. Creativity:
Analyses of the advertising industry commonly explore the question of the ‘source’ of
creativity, which is either located in individual genius, or organizational forms. Creativity can
be seen as an outcome or effect rather than as a cause (Pratt, 2006). The concept of creativity
in advertising was not discussed much until the 1960s, when a sea change in the way of
producing advertising transformed the field forever. The central feature of this Creative
Revolution was that creativity came to be valued over the formulas and research that
previously drove the production of advertisements. Creative teams, a mainstay of nearly all
agencies since the 1960s, did not exist prior to that time (O’Barr, 2007).
The Creative Revolution was advertising's response to the momentous changes and social
transformations taking place in the wider society during the 1960s. Just as a distrust of the
establishment characterized a major trend in American society, the advertising
revolutionaries of the 1960s balked at their own establishment and its rules. Advertisements
poked fun at advertising and refused to continue promoting dreamy, romantic visions.
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Instead, they talked openly to consumers for the first time; they urged them to "think small"
and look beyond fluff and empty promises. The 1960s was a period in which advertising
underwent its own transformation—one that more-or-less paralleled the changes occurring in
wider society (Frank, 1997).
“Advertising can explain how a brand helps to remove the problem and/or offer better
performance than the consumer's current brand creatively. This type of advertising has been
called "informational" (Puto and Wells 1984; Wells 1981 ), "thinking" (Foot Cone & Belding
1978), or "rational/reason why" (Young & Rubicam) advertising” (Burke & others 1990).
Also creative advertisements can make consumers feel good or empowered about the
products. “In this case, advertising can communicate a brand image, mood, or the sensory
qualities associated with the brand; known as "transformational" (Puto and Wells 1984; Wells
1981 ), "feeling" (Foot Cone & Belding 1978), or "emotional" (Young & Rubicam)
advertising” (Burke & others 1990).
The findings that creative factors were important antecedents of advertising attitude are
consistent with previous studies. Especifically, it is supportive of the proposition of earlier
research that visual and emotional effects of advertising might be mediated by an individual’s
evaluation of the advertisement. This means that creative factors are important variables to
consider in studies of the Internet advertising effects. As Bruner (1990) and Park and
Young(1986) emphasized that background music in advertising enhanced consume affection
by increasing likeability of the brand.
6.5. Transformations:
With the development of the digital devices and computer software, various formats of
advertising have been introduced in advertisements causing transformation of advertisements.
This trend includes traditional TV commercials (with animation, text message and color) as
well as Internet advertising (Hyun and Jun, 2007). It is empirically proven that those heuristic
elements evoke positive consumer attitudes and behaviors in the Internet advertising
environment. It is obvious that advertising character may affect consumer attitude. Visual
information with sound, color, motion, and other factors in advertisements is important in
affecting consumer attitude formation (Cho, 2003).
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Messages with background music in advertising are more influential to consumers’ affect
than cognition because the characteristics of music such as happiness and sadness modes
affect the listener’s feelings. Indeed, music in television commercials has been related to
viewers’ affection during analytic cognitive situations.
Advertisements are transformed conceptually, story wise, technically, in terms of
presentation, etc. Advertisement making in this 21st century is completely different than that
of the previous century. Technical advancement, globalization, consumer taste change,
consumer life style and expectation, exposure to the advertisements of other cultures by
virtue of cable connections make the advertisement making more challenging now a days. In
order to make the advertisement successful the modern trend of advertisement has to be
followed. However, the proposition transformation is not proved statistically significant with
regard to its effect on success of ADVERTISEMENT.
7.0. CONCLUSIONS:
Advertising is a form of communication whose purpose is to inform potential customers
about products and services and how to obtain and use them. Many advertisements are also
designed to generate increased consumption of those products and services through the
creation and reinforcement of brand image and brand loyalty. For these purposes
advertisements often contain both factual information and persuasive messages. Every major
medium is used to deliver these messages, including: television, radio, movies, magazines,
newspapers, video games, the Internet, and billboards.
The success of these advertisements can be measured by observed change in market
conditions, and change in consumer behavior both of which are difficult to measure. One
comparatively easier way to measure the acceptance of advertisement is by measuring the
attitudes of viewers/readers towards the advertisement which is being done in this paper.
A considerable amount of research has been conducted to uncover the relationships between
advertising communication variables and consumer decision making, and to identify the
conditions under which specific communication approaches (e.g., ad formats, appeals,
layouts, emotions, presenter characteristics) will have an impact on consumer behavior thus
leading to success of advertisement (Burke et al., 1990).
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This study also contributes significantly to understanding what is important to make an
advertisement successful. The findings of this study can be an aid to the advertisers in their
effort to design and broadcast the commercials for ensuring success. In the context of
Bangladesh, where the advertisement market is completely unregulated, the respondents of
the paper rightly pointed out the need for a regulated ad industry. Majority of the viewers are
favoring regulations of advertisements because they get irritated by advertisements floods
within and between the programs. Both the policy makers and advertisers should take it into
their serious consideration. In this open world when the viewers have access to the ‘electronic
world’ through cable connections and the internet, their expectation about creativity in
advertisement is also justifiable. The advertisers should be careful before airing
advertisements of sensitive products, as viewers have reservations regarding these types of
advertisements. Advertisers should also be careful about claims of the advertisement. A good
majority of the viewers are skeptical about the false claims of the advertisements.
Future researchers are expected to carry out research where this present research has stopped
with a bigger sample size and enlarged geographical scope to come up with a more
generalized result.
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Appendix 1 : Rotated Component Matrixa

Component
Sources of

Offensive

Regulations Creativity information advertisement Transformations
The advertisements
should be checked by the
government censor

.790

.133

-.036

.165

.154

.789

.089

-.002

.155

.121

.727

.176

.030

-.039

.072

.101

.704

.044

-.159

.022

.164

.699

.072

-.064

.048

board before commercial
release
There should be an
advertisement regulatory
body set up by the
government to regulate
the advertising industry
in the country
Advertisement industry
should be monitored and
regulated by a strict
regulatory commission
I'm satisfied with the
creativity of the present
day advertisements
The advertisements of
Bangladesh uphold the
ethical, moral, cultural
standards of our society
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The increasing economic
and social role of the
women of Bangladesh is

.140

.672

.140

.092

-.032

-.368

.433

-.122

.217

.197

.051

.254

.741

.060

.059

.113

-.050

.734

-.034

.131

-.124

.043

.669

-.006

-.045

.074

-.036

-.004

.859

-.136

.123

-.039

.022

.826

.124

.076

.055

.082

.036

.843

shown in the
advertisements
The advertisements of
BD are able to touch the
emotion of the viewers.
Help to make a
comparison between the
product and service
Inform about the
existence of a product or
service
Advertisements provide
true information about
the products
I feel embarrassed when
I watch the HIV/ AIDS
awareness
advertisements with my
family
I feel embarrassed when
I watch the
advertisements of
contraceptive and female
hygienic products with
my family
Print advertisements are
more colorful
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Use of computer
graphics/animation are

.185

.020

.046

higher
Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 6 iterations.
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-.045

.817

Appendix 2: Viewers Questionnaire
East West University Centre for Research and Training
Project Name: The Growth, Transformations, and Governance of
Advertising Industry in Bangladesh during 1971-2005
Supervisor: SSM Sadrul Huda
Assistant Professor, East West University
To explore the different key issues affecting commercial communication strategies of the
companies, specially the issues regarding the advertisements placed in TV and PRINT media,
the proposed research aims to solicit opinions, suggestions, and facts from the different key
stakeholders, which include Advertisers, Advertising Agencies, Media and Target Audience
(readers/viewers) of those media. As a part of this information gathering process, you are
requested to fill up the following questionnaire, as a Viewers/Readers of Advertisements.
We would like to assure you that all the information given by you will be kept confidential
and used only for academic purpose. For additional information, please feel free to contact
Mr. SSM Sadrul Huda, Assistant Professor, East West University, at 01552393548.

Respondent’s Profile:
Age:
1. Below 20

2. 21-30

3. 31-40

4. 41-50

5. 50 +

Educational Background:
1. Primary

2. Secondary

6. No education

3. Higher Secondary 4. Graduate 5. Masters

7. Others (Pls specify)______________

Monthly income: 1. Below TK 10,000 2. TK 10,000-20,000 3. TK 20,000-30,000
4. TK 30,000+

5. Nil

Profession:
1. Student

2.Public Service

3. Private Service

4. Businessman

Housewife
6. Others (Pls specify)______________________
Locality: 1. Gulshan/ Baridhara/ Banani
3. Malibag/ Mogbazar/ Khilgaw

Gender:

1. Male

2. Dhanmodi/ Mohammadpur
4. Old Dhaka

2. Female
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5. Mirpur

5.

Which of the following channels do you think have more advertisements?
a. Bangladeshi Channels
i. BTV ii. NTV iii. ATN iv. CHANNEL I v. RTV vi. ETV vii. Bangla Vision
b. Hindi Channels
c. English Channels
d. News Channels
f. Others. Please specify…………………………….
Which of the following newspapers do you think have more advertisements?
a. Prothom Alo
g. Observer

b. Ittefaq

h. Independent

c. Jugantor d. Amar Desh

e. Somokal f. Daily Star

i. News Today j. New Age k. Jai Jai Din

l. Others (Please specify)______________
Which of the following types of channels do you think have more interesting
advertisements?
a. Bangladeshi Channels b. Hindi Channels c. English Movie Channels
d. News Channels e. Sports channels f. Others (Please specify)______________
When and how long you do watch TVa. Morning: before 9am

b. Day: 9-6 pm

c.

Evening: after 6 pm
i. Nil

i. Nil

i. Nil

ii.Less than ½ hour

ii. Less than ½ hour

ii. Less than ½

iii.One hour

iii. One hour

iii. One hour

iv.One and ½ hour

iv. One and ½ hour

iv. One and ½ hour

hour

v. More (please specify) ______

v. More (please specify) ______ v. More

(please

specify)______
When and how long you do read newspapera. Morning: before 9am

b. Day: 9-6 pm

c. Evening:

after 6 pm
i. Nil
ii. Less than ½ hour

i. Nil
ii. Less than ½ hour
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i. Nil
ii. Less than ½ hour

iii. One hour

iii. One hour

iii. One hour

iv. One and ½ hour

iv. One and ½ hour

iv. One and ½ hour

v. More (please specify) ______

v. More (please specify) ______ v. More

(please
specify)______

1.

Please rank the following media according to your preference you like most for getting
product information through advertisement (1=best and 7=worst)
1= TV
2= Newspaper
3= Billboard
4= Magazine
5= Radio
6= Mobile
7= Internet

2.

Please rank the following types of information according to your preference you like to
know from the advertisements (1=best and 4=worst)
1= Product information
2= Service information
3= Price information
4= Location (selling points)

3.

What should be the duration of advertisements on TV1= 15-20 sec
2= 30 sec
3= 31-40 sec
4= 60 sec
5= Others (pls specify) ________________________________

4.

What type of newspaper advertisements do you expect? You can answer more than one
option.
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1= Display advertisements (throughout the newspaper)
2= Classified advertisements (arranged under subheads)
3= Special advertisements and inserts (government and financial report and notice)
4= Others (Please specify) _______________________

5.

According to your preference please rank the following types of attractions of any TV
advertisements (1=best and 5=worst)
1= Story/Concepts
2= Model
3= Music
4= Zingle
5= Shooting spots

6.

According to your preference please rank the following types of attractions of newspaper
advertisements (1=best and 4=worst)
1= Model
2= Color
3= Graphics
4= Size of ads

7.

Which of the following time you consider is most suitable for TV advertisement?
1= During drama
2= Before drama
3= During news
4= Before news
5= During cinema
6= Before cinema
7= During talk shows
8= Before talk show
9= Others (Pls specify) ______________________
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8. Please express your degree of agreement or disagreement with the statements mentioned
below, where 5=strongly agree, 4=agree. 3=neutral, 2=disagree and 1=strongly disagree.
Please circle in the appropriate answer.
a. Advertisement as sources of information for making buying decision
S/

Degree of agreement

N
1

Generally advertisements inform me about the

1

2

3

4

5

1

2

3

4

5

existence of a product or service in the market
information
2

Generally advertisements help me make comparison
and to choose the right product and service

b. Transformations of advertisement
S/

Degree of agreement

N
3

Stories and messages of present day advertisements

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

are more interesting than those of before
4

The rate of repetition of advertisements in the present
day is higher than that of past

5

The cultural and the social issues are well portrayed
in the recent ads than the advertisements of past (e.g.
social class, age, gender, education etc.)

6

The use of puffing words in ads is higher in the
recent advertisements (e.g. Koto kotha bole re of
Banglalink) than those of past

7

Introduction of celebrity is also another attraction of
the present day advertisements than those of before

8

The presence of female model is more in the recent
ads than those of past

9

Print advertisements are more colorful at present than
those of past

10

At present use of computer graphics/animation are
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higher in both print and TV advertisements than
those of past
11

The new trends of advertisements are favorable for

1

2

3

4

5

growth of advertisement industry

c. Ethical Issues
S/

Degree of agreement

N
12

The advertisers of Bangladesh make conscious

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

decision to stick to a high moral standard in
developing advertisement
13

The puffing words (e.g. g-r-eat) are an ethical issue
as the performance of the product may be same as the
other product

14

The advertisements are misleading as a source of
information for the average consumers

15

Advertisement helps to increase awareness in the
society regarding different important issues like
AIDS, Smoking, Drug, Dowry tradition

16

The advertisements of Bangladesh uphold the ethical,
moral, cultural standard of our society

d. Effects of/ Impacts of Ads
S/

Degree of agreement

N
17

Advertisements make people buy expensive products

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

just to show off
18

The advertisements of Bangladesh are able to create
confidence among customers about the products or
services.

19

The advertisements are changing the culture or
lifestyle of the people
50

20

Advertisements influence me to purchase the product

1

2

3

4

5

9. According to your preference please rank the following media where advertisements are
memorable (1=best and 7=worst)
1= TV
2= Newspaper
3= Billboard
4= Magazine
5= Radio
6= Mobile
7= Internet
e. Irritating
S/

Degree of agreement

N
21

There are too many advertisements between and

1

2

3

4

5

within the programs of most of the TV channels
22

I change the channels during commercial breaks

1

2

3

4

5

23

There is too much dance, music or color in the TV

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

advertisements
24

The presence of too many advertisements in
newspaper distracts the attention of the readers from
the news item

25

The presence of too many advertisements in TV
distracts the attention of the viewers from the main
program

f. Offensive
S/

Degree of agreement

N
26

I feel embarrassed when I watch the advertisements
of contraceptive and female hygienic products with
my family
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1

2

3

4

5

27

I feel embarrassed when I watch the HIV/ AIDS

1

2

3

4

5

awareness advertisements with my family

g. Regulation
S/

Degree of agreement Agree

N
28

There should be an advertisement regulatory body set

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

up by the government to regulate the advertising
industry the country
29

The advertisements should be checked by the
government censor board before commercial release

30

There should be a fixed time on TV channels and
allocation of space in print media for public interest
advertisements e. g. awareness of Bird Flu

31

There should be a specific ratio between program and
commercial time in a given hour for TV and specific
ratio between news item and advertisement for
advertisements in the print media

32

Advertisement industry should be monitored and
regulated by a strick regulatory commission

h. Success/Merits of Ads
S/

Degree of agreement

N
33

Advertisements provide true information about the

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

product
34

TV advertisements are more entertaining than print
advertisement

35

Emotional ads are more memorable than informative
advertisements

i .Gender Issue:
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S/

Degree of agreement

N
36

The advertisements contain female character even

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

when they are not relevant
37

The men are more likely to be portrayed as product
authorities and women as product users

38

Male viewers appreciate the presence of female
model on both TV and Print advertisements

39

Female viewers appreciate the presence of male
model on both TV and Print advertisements

40

Female models are used more on TV ads than Print
advertisements

41

The increasing economic and social role of the
women of Bangladesh is shown in the
advertisements

j. Creativity
S/

Degree of agreement

N
42

The technical issues regarding advertisement for

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

1

2

3

4

5

example the photography, set, printing, and the
production are up to the mark
43

The advertisements of BD are able to act as a source
of inspirations for changing the lifestyle, and
behavior e .g din bodoler pala of Banglalink

44

The advertisements of BD are able to touch the
emotion of the viewers.

45

I’m satisfied with the creativity of the present day
advertisements

10. According to your preference please rank the following issues which creates an
advertisement creative (1=best and 4=worst)
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1= Story
2= Shooting technique
3= Model
4= Shooting spot
k. Future Trend
S/

Degree of agreement

N
46

I appreciate searching internet for product

1

2

3

4

5

1

2

3

4

5

information, if it is available
47

Newer technology will affect the future trend of
advertisement industry of Bangladesh

11. According to your preference please rank the following types of advertisements which
influence you more in making product purchase decision (1=best and 4=worst)
1= Humorous
2= Emotional/Inspiration
3= Logical
4= Informative
12. Do you have any comments regarding- transformations/gender/ethics/ creativity/ future
trends? Please write in the given space below.
Please specify:

13. Which of the following factors may affect the growth of the ad industry in future? You
can answer more than one option.

1= Law
2= Information technology (MMS, SMS, internet)
3= Media industry
4= Increased competition in the consumer market
54

5= Entry of foreign ad firms
6= Others (Please specify)______________________

14. Can you recall any TV advertisement (Please specify) ___________________________
15. Can you recall any Print advertisement (Please specify) ___________________________
16. Which of the following types of advertisement are more interesting? You can answer
more than one option.
1= Consumer product
2= Real estate
3= Mobile company
4= Social advertisements
5= Others (Please Specify)______________________
17. Advertising agencies are successful to communicate the theme of the advertisement1= Strongly disagree
2= Disagree
3= Neutral
4= Agree
5= Strongly agree

Thank you for your participation

For official use only
Details of Interviewer
Name:
Time of interview ‐
Date:

__________________

_______________

Signature of the interviewer

Signature of the supervisor
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0LPQXQ6XOWDQD001D]UXO,VODP



(GLWRULDO
:H DUH OLYLQJ WKURXJK DQ XQSUHFHGHQWHG HUD RI HFRQRPLF VRFLDO DQG FXOWXUDO
FKDQJH DQG GHYHORSPHQW ZKLFK DUH LQWULQVLFDOO\ PXOWLIDFHWHG WKDW GHPDQG DQ
XQGHUVWDQGLQJRIKXPDQFDSLWDOGHYHORSPHQWSURFHVVLQWKHFRQWHPSRUDU\ZRUOG
,QVXFKDFRQWH[WWKHUHLVDJURZLQJFRQVHQVXVDQGGHPDQGWRFRQFHSWXDOL]HDQG
PDWHULDOL]H D EDODQFHG PHWKRGRORJLFDO ULJRXU RI UHVHDUFK LQ FRQGXFWLQJ
HGXFDWLRQDO UHVHDUFK WKURXJK PXOWLSOH OHQVHV DQG LQWHUGLVFLSOLQDU\ DSSURDFKHV
:LWKWKLVLQPLQGWKH(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV (:-%66 
LVLQWHQGHGWREULQJRXWLWVWKLUGYROXPHWRDGGUHVVGLYHUVHVRFLRHFRQRPLFDQG
FXOWXUDO LVVXHV LQ RUGHU WR SURPRWH LQFOXVLYH OHDUQLQJ SURFHVV LQ DQ DFDGHPLF
VSDFH
:H EHOLHYH WKDW WKH SDSHUV FROODWHG LQ WKLV HGLWLRQ RI (:-%66 ZRXOG FHUWDLQO\
SURYLGHLQVLJKWIXODQGLQGHSWKSHUVSHFWLYHVWRUHDGHUVVFKRODUVDQGUHVHDUFKHUVLQ
FXWWLQJHGJHOHDUQLQJHQYLURQPHQWIRUDFDGHPLFGHYHORSPHQW

0G+XPD\XQ.DELU&KRZGKXU\3K'
(GLWRU
(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV (:-%66

,QWKH/LQHDJHRIWKH.LQJ&RQYHUVLRQ
,GHQWLW\DQG:K\WKH5DMEDQVKLLQ%DQJODGHVK
&ODLPWREH.VKDWUL\D
'U0DUJRW:LOVRQ

$%675$&7
&ODLPV WR .VKDWUL\D VWDWXV E\ ORZHU FDVWH RU WULEDO JURXSV DUH E\ QR PHDQV
UHVWULFWHG LQ WLPH DQG SODFH WR WKH 5DMEDQVKL 1HYHUWKHOHVV 5DMEDQVKL FODLPV
SURYLGH D FKDUDFWHULVWLF H[DPSOH RI WKH FRORQLDO FDVWH DQG DFDGHPLF GLDORJXHV
DERXW FRQYHUVLRQ HOLWH HPXODWLRQ HWKQLFLW\ DQG LGHQWLW\ GHYHORSPHQW ZKLFK
VXUURXQGWKHSURFHVVHVGHILQHGDV+LQGXL]DWLRQDQG6DQVNULWL]DWLRQE\:HEHUDQG
6ULQLYDV7KLVSDSHUUHOLHVRQHWKQRJUDSKLFUHVHDUFKLQD5DMEDQVKLFRPPXQLW\LQ
QRUWKZHVW %DQJODGHVK WR DXJPHQW DQG LOOXVWUDWH GLVFXVVLRQ SRLQWV IURP WKDW
OLWHUDWXUH

,QWURGXFWLRQ
7KLV SDSHU XVHV HWKQRJUDSKLF GDWD IURP ILHOGZRUN DPRQJ WKH 5DMEDQVKL RI
QRUWKZHVW %DQJODGHVK WR GLVFXVV WKH DFFXOWXUDWLRQ DQG LGHQWLW\ GHYHORSPHQW
DPRQJPLQRULW\JURXSVLQ6RXWK$VLD&ODLPVRIUR\DOGHVFHQWIURPWKH%DUPDQ
NLQJVRI.DPUXSDFRPELQHGZLWK%UDKPDQLFDOMXVWLILFDWLRQVIRXQGLQVWRULHVRI
ZDUULRUFDVWHSHUVHFXWLRQLQDQFLHQWWH[WVSURYLGHWKHEDVLVIRU5DMEDQVKLFODLPV
WR .VKDWUL\D VWDWXV 7KHVH FODLPV FKDUDFWHUL]H WKH DFFXOWXUDWLYH SURFHVVHV RI
6DQVNULWL]DWLRQDQG+LQGXL]DWLRQDVGHILQHGE\016ULQLYDV  DQG0D[
:HEHU   7KHVH PRGHOV HPHUJH LQ WKH FRORQLDO DQG LPPHGLDWHO\
SRVWFRORQLDO HUD EXW DUH OHVV SURPLQHQW LQ DFDGHPLF GLVFXVVLRQ RI ODWH 7KH
5DMEDQVKLRI%DQJODGHVKDUHODUJHO\XQNQRZQLQWKHDQWKURSRORJLFDOOLWHUDWXUHDQG
DOWKRXJKWKH\IROORZWKHVWULFWXUHVRI+LQGXLVPWKH\DUHURXWLQHO\GLVFRXQWHGDV
³WULEDOV´E\SHRSOHLQRWKHUSDUWVRIWKHFRXQWU\

3URIHVVRU'HSDUWPHQWRI$QWKURSRORJ\8QLYHUVLW\RI9LFWRULD%ULWLVK&ROXPELD&DQDGD


$OVRVSHOOHG5DMEDQJVKL5DMERQVKLDQG5DMEDQVL



'U0DUJRW:LOVRQ

6DQVNULWL]DWLRQDQG+LQGXL]DWLRQ
6DQVNULWL]DWLRQ DQG +LQGXL]DWLRQ DUH VRSKLVWLFDWHG DQG FRPSOH[ DGYDQFHPHQW
VWUDWHJLHVWKDWQHYHUWKHOHVVKDYHEHHQODUJHO\XQVXFFHVVIXOIRUPRVWORZHUFDVWH
WULEDODERULJLQDO DGLYDVL DQG'DOLWSHRSOHLQ6RXWK$VLD(YHQDIWHUFRQYHUWLQJ
WR+LQGXLVPDQGDVVLPLODWLQJLQWRWKHPDLQVWUHDPRI6RXWK$VLDQVRFLHW\WKHVH
JURXSVUDUHO\ILQGWKHLUVRFLDOHFRQRPLFRUSROLWLFDOFLUFXPVWDQFHVLPSURYHGDQG
FRQWLQXH WR ILQG WKHPVHOYHV UDQNHG PDQ\ UXQJV EHORZ RWKHU +LQGXV LQ VRFLHW\
-LYKD )XUWKHUZKLOHWKH\PD\EHUHOXFWDQWO\UHFRJQL]HGDV+LQGXWKHVH
JURXSVDUHRIWHQWUHDWHGZLWKRYHUWKRVWLOLW\DQGUHSUHVVLRQDQGKDYHEHHQWDUJHWHG
E\WKHPDMRULW\FRPPXQLW\ &ODUNHVHHDOVR%DVX 
*RRSWX   FRQWHQGV WKDW DQFLHQW 6RXWK $VLDQ NLQJGRPV ZHUH UXOHG E\
'UDYLGLDQ LQGLJHQRXV'DOLW  SHRSOH SULRU WR WKH DUULYDO RI WKH $U\DQV $V WKH
DXWRWKRQRXVLQKDELWDQWVRI+LQGXVWDQ ,QGLD WKHVHUXOHUVZHUHE\GHILQLWLRQWKH
³RULJLQDO´+LQGXVKDYLQJEKDNWLDVWKHLUUHOLJLRQ$UFKDHRORJLFDODQGOLQJXLVWLF
ZRUNRQWKH,QGXV9DOOH\FLYLOL]DWLRQDOVRNQRZQDV+DUDSSDQVXSSRUWVFODLPV
IRU ³D XQLTXH FXOWXUH ZKLFK RZHV LWV XQLTXHQHVV WR LQGLJHQRXV LQIOXHQFHV´
)DLUVHUYLV    3KXOH   WDNHV WKLV DUJXPHQW IXUWKHU \HW
&KDUDFWHUL]LQJ$U\DQVDVLQYDGHUVZKRVXEMXJDWHGWKHLQGLJHQRXVLQKDELWDQWVRI
,QGLDKHFODLPVORZHUUDQNHGFDVWHVDVGHVFHQGDQWVRIWKHVH³RULJLQDO´LQKDELWDQWV
DQGXSSHUFDVWHVDVGHVFHQGDQWVRIIRUHLJQHUV7KXVFDVWHUHSUHVHQWVDPLQGVHWRI
EHOLHI V\VWHP SUHGLFDWHG RQ DQ LQWHUQDOL]HG KLHUDUFKLFDO SDWWHUQ UHO\LQJ RQ WKH
GHJUHHRIULWXDOSXULW\«>WKDWLV@DOLHQWR,QGLD¶VRULJLQDOSHRSOH´ -DIIUHORWW
   :HEHU   VLPLODUO\ YLHZV FDVWH DV WKH ³IXQGDPHQWDO LQVWLWXWLRQ RI
+LQGXLVP«DV\VWHPRISDUWLFXODUO\ULJLGDQGH[FOXVLYHKHUHGLWDU\HVWDWHV«VRFLDO
UDQNDVGHWHUPLQHGE\RQH¶VVRFLDOGLVWDQFHIURPWKH%UDKPDQFDVWHZKLFKKROGV
WKH FHQWUDO SRVLWLRQ´ TXRWHG LQ 3HDUFH   ,Q WKLV VHQVH FDVWH FRQVWLWXWHV D
³VDFUDOLVHG VRFLDO RUGHU´ *RXOG   IRU ZKLFK %UDKPDQV SURYLGH ³XQLYHUVDO
UHIHUHQFHV´RUUROHPRGHOVLQFRQWUDVWWRZKLFKDOORWKHUFDVWHVDUHUDQNHGLQWHUPV
RIWKHLUUHODWLYHSXULW\ 'XPRQWFLWHGLQ.ROHQGD 
016ULQLYDV  KDVGHILQHG6DQVNULWL]DWLRQDVWKHSURFHVVE\ZKLFKDORZHU
UDQNHG+LQGXFDVWHWULEDORURWKHUJURXSFKDQJHVLWVFXVWRPVULWXDOLGHRORJ\DQG
ZD\RIOLIHLQWKHGLUHFWLRQRIDKLJKHUUDQNHGDQGIUHTXHQWO\³WZLFHERUQ´FDVWH
± ZKDW /\QFK   KDV FDOOHG HOLWH HPXODWLRQ :HEHU   XVHG WKH WHUP
+LQGXL]DWLRQWRGHVFULEHWKHVSHFLILFSURFHVVE\ZKLFKJURXSVRXWVLGHWKHFDVWH


;D[D  DOVRXVHVWKHWHUPV.VKDWUL\LVDWLRQDQG5DMSXWLVDWLRQ

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



V\VWHP FRQYHUW WR +LQGXLVP DQG GHSHQGLQJ RQ WKHLU RFFXSDWLRQ DQG ZHDOWK
QHJRWLDWH VRFLDO UDQNLQJ ZLWKLQ WKH V\VWHP 0RUH UHFHQWO\ +LQGXL]DWLRQ
VRPHWLPHV FDOOHG 6DIIURQL]DWLRQ -DPDQDGDV   KDV EHHQ HTXDWHG ZLWK WKH
FRQFHSWRI+LQGXWYD DWHUPFRLQHGE\9'6DUYDUNDULQ LQDGYRFDWLQJIRU
WKH FRQVROLGDWLRQ RI UHOLJLRXV HWKQLF DQG FXOWXUDO PLQRULWLHV LQWR D ³%UDKPDQLF
FRQVWUXFWLRQRIDQ,QGLDQQDWLRQ´ &ODUNH DFRQVWUXFWLRQWKDWLQ&ODUNH¶V
RSLQLRQ³PDQLIHVWVDSURSHQVLW\WRHUDGLFDWHDOOIRUPVRIYDULDQWSOXUDOLW\>DQG@
WKUHDWHQVDOOPLQRULWLHV´-DPDQDGDV  IXUWKHUDUJXHVWKDWWKLVSURFHVV
VKRXOGPRUHSURSHUO\EHWHUPHG%UDKPLQL]DWLRQDVLWUHIOHFWVWKHPDLQWHQDQFHRI
%UDKPLQVXSUHPDF\
6DQVNULWL]DWLRQ SURYLGHV QRW RQO\ DQ DYHQXH IRU FKDOOHQJLQJ DQG SRVVLEO\
LPSURYLQJ RQH¶V SRVLWLRQ ZLWKLQ WKH V\VWHP EXW D PHFKDQLVP E\ ZKLFK XSSHU
FDVWHVFDQFRQVROLGDWHWKHLURZQSRVLWLRQZKLOHVLPXOWDQHRXVO\XQGHUPLQLQJWKH
VROLGDULW\ DPRQJ WKH ORZHU FDVWHV (PXODWLRQ RI %UDKPDQ HOLWHV UHLQIRUFHV WKH
H[LVWLQJKLHUDUFK\DQGWKHSULYLOHJHRIWKH%UDKPDQFDVWHFUHDWHVWHQVLRQEHWZHHQ
ORZHUUDQNHGFDVWHVDQGSURYLGHVFRKHUHQFHLQDV\VWHPWKDWGRHVQRWGLVSOD\DQ\
UHDOFRKHVLRQ -DIIUHORWVHHDOVR.ROHQGD7\ORU ,QWKLVUHJDUG
6ULQLYDV  DUJXHVWKDWDOWKRXJKDFDVWHPD\VWUXJJOHIRUDKLJKHUSRVLWLRQ
IRULWVHOILQWKHORFDOKLHUDUFK\LWVLPXOWDQHRXVO\UHVHQWVWKHHIIRUWVRIRWKHUFDVWHV
SDUWLFXODUO\ORZHURQHV WRPRYHXSLQWKHV\VWHP)XUWKHUPRUHWKHVWUXJJOHWR
PRYHXSIUHTXHQWO\UHVXOWVLQGLVVHQWLRQDPRQJFORVHO\UHODWHGFDVWHVRUGLYLVLRQ
ZLWKLQ VLQJOH FDVWHV ZLWK VXFFHVVIXOO\ 6DQVNULWL]HG VHJPHQWV ³SXOOLQJ UDQN´ RQ
RWKHUVHJPHQWVRIWKHVDPHFDVWHWKURXJKDFWLRQVVXFKDVUHIXVLQJWRJLYHWKHLU
GDXJKWHUVLQPDUULDJHRUWRDFFHSWIRRGDQGGULQN7KHILQDOHIIHFWLVWRLQFUHDVH
WKH QXPEHU RI H[LVWLQJ MDWLV DQG SUHYHQW VROLGDULW\ E\ FUHDWLQJ GLYLVLRQV DQG
GLVVHQWDPRQJWKHP .ROHQGD *RXOG  DUJXHVWKDW³RQHRIWKH
SULPHIRUFHVEHKLQG6DQVNULWL]DWLRQLV«UHSUHVVHGKRVWLOLW\ZKLFKPDQLIHVWVLWVHOI
QRWLQWKHIRUPRIUHMHFWLQJWKHFDVWHV\VWHP>LQWRWR@EXWLQWKHIRUPRILWVYLFWLPV
WU\LQJ WR VHL]H FRQWURO RI LW´ TXRWHG LQ -DIIUHORW   ZKDW $PEHGNDU 
 KDVFDOOHG³JUDGHGLQHTXDOLW\´
7KXVWKHUHLVQRUHDOFKDOOHQJHWRWKHDXWKRULW\RIWKHFDVWHKLHUDUFK\5DWKHULWLV
VHOIUHLQIRUFLQJ DQGWKH SULPDU\ IRFXVRI6DQVNULWL]DWLRQEHFRPHV PDQHXYHULQJ
IRU SRVLWLRQ ZLWKLQ WKH V\VWHP UDWKHU WKDQ RYHUWKURZLQJ RU RSWLQJ RXW RI LW
)XUWKHUPRUHDOWKRXJKWKLVVWUDWHJ\LVVRPHWLPHVVXFFHVVIXOIRUVRPHVHJPHQWVRI


7KURXJKRXWWKHUHVWRIWKLVSDSHU,XVHWKHWHUP6DQVNULWL]DWLRQWRUHIHUWRFRQYHUVLRQDQGRU
HOLWHHPXODWLRQDVDPHDQVWRHQJDJHWKHFDVWHV\VWHPDWDKLJKHUUDQN



'U0DUJRW:LOVRQ

VRFLHW\ WKDW VXFFHVV LV QHYHU VXIILFLHQW WR DOORZ FDVWH PHPEHUV WR DFKLHYH WUXH
HTXDOLW\ ZLWK WKH KLJKHU FDVWHV .ROHQGD   KDV DUJXHG WKDW
³6DQVNULWL]DWLRQLV«DWEHVWDYHU\VORZPHWKRGIRUDMDWLWRUDLVHLWVVWDWXV,WLV
OLNHO\ WR EH VXFFHVVIXO RQO\ LI UHLQIRUFHG E\ HFRQRPLF RU SROLWLFDO SRZHU´
1HYHUWKHOHVVIURP9HGLFWLPHV6DQVNLWL]DWLRQKDVWKHRUHWLFDOO\RIIHUHGDZD\E\
ZKLFK KLJK VWDWXV LV FRQIHUUHG RQ JURXSV ERWK LQVLGH DQG RXWVLGH RI WKH FDVWH
V\VWHP ,QGHHG WKH EURDG DSSHDO RI WKLV VWUDWHJ\ LV HYLGHQFHG E\ WKH SHUYDVLYH
VSUHDG RI +LQGXLVP WKURXJKRXW 6RXWK $VLD -LYKD   ZKHUH HYHQ WRGD\
FRPPXQLWLHVDWWHPSWWRUDLVHWKHLUVWDWXVWKURXJKFRQYHUVLRQWR+LQGXLVPDQGRU
HPXODWLRQRIKLJKFDVWHEHKDYLRXUVDQGEHOLHIVVXFKDVZHDULQJWKHVDFUHGWKUHDG
EHFRPLQJYHJHWDULDQDQGK\SHUJDP\ PDUU\LQJWKHLUGDXJKWHUVLQWRKLJKHUFDVWH
JURXSV 
,Q WKH FRQWH[W RI WKLV SDSHU 6DQVNULWL]DWLRQ DPRQJ WKH 5DMEDQVKL RI QRUWKZHVW
%DQJODGHVKSURYLGHVDQH[DPSOHRIDQXQVXFFHVVIXODWWHPSWWRLPSURYHWKHVWDWXV
RI RQH JURXS DQG DFKLHYH VRFLDO SROLWLFDO DQG HFRQRPLF DGYDQFHPHQW WKURXJK
FRQYHUVLRQ DQG HOLWH HPXODWLRQ , EHJLQ WKH GLVFXVVLRQ WKDW IROORZV ZLWK DQ
H[SODQDWLRQRIKRZ,EHFDPHLQWHUHVWHGLQWKHVHLVVXHVDQGDGHVFULSWLRQRIWKH
KLVWRULFDO VHTXHQFH RI WKH 5DMEDQVKL 7KLV LV IROORZHG E\ DQ H[DPLQDWLRQ RI
6DQVNULWL]DWLRQ DV D FKDQJH VWUDWHJ\ DQG LWV OHVV WKDQ VXFFHVVIXO RXWFRPHV IRU
5DMEDQVKL SHRSOH ,¶YH VWUXJJOHG WR ILQG D PLGGOH JURXQG EHWZHHQ FRORQLDO
LQWHUSUHWDWLRQV RI FDVWH DQG 6DQVNLWL]DWLRQ RQ WKH RQH KDQG DQG LQGLJHQRXV
VFKRODUV¶ FULWLTXHV RI WKRVH LQWHUSUHWDWLRQV RQ WKH RWKHU ,¶YH DOVR WULHG WR
FRQWH[WXDOL]HP\UHVHDUFKLQWKHRQJRLQJGHEDWHDERXWLGHQWLW\SROLWLFV

&KXFKXOLDQGWKH5DMEDQVKL
,KDGQHYHUKHDUGWKHZRUG5DMEDQVKLEHIRUHWKHPLGGOHRI-XO\DOWKRXJK,
KDG DOUHDG\ VSHQW VRPH ò PRQWKV LQ %DQJODGHVK ZRUNLQJ LQ WKH FDSLWDO DQG
FRQGXFWLQJ UHVHDUFK LQ WKH UXUDO DUHDV , ZDV ULGLQJ LQ D MHHS ZLWK WKH 'LVWULFW
&KDLUPDQWRDWWHQGDWUHHSODQWLQJFHUHPRQ\ZKHQKHORRNHGRXWWKHZLQGRZDQG
VHHLQJDJURXSRISHRSOHZDONLQJDORQJWKHVLGHRIWKHURDGUHPDUNHG³'R\RX


³,GHQWLW\ SROLWLFV´ KDV FRPH WR VLJQLI\ D ZLGH UDQJH RI SROLWLFDO DFWLYLW\ DQG WKHRUL]LQJ IRXQGHG LQ WKH
VKDUHGH[SHULHQFHVRILQMXVWLFHRIPHPEHUVRIFHUWDLQVRFLDOJURXSV5DWKHUWKDQRUJDQL]LQJVROHO\DURXQG
EHOLHIV\VWHPVSURJUDPPDWLFPDQLIHVWRVRUSDUW\DIILOLDWLRQLGHQWLW\SROLWLFDOIRUPDWLRQVW\SLFDOO\DLPWR
VHFXUHWKHSROLWLFDOIUHHGRPRIDVSHFLILFFRQVWLWXHQF\PDUJLQDOL]HGZLWKLQLWVODUJHUFRQWH[W0HPEHUVRI
WKDW FRQVWLWXHQF\ DVVHUW RU UHFODLP ZD\V RI XQGHUVWDQGLQJ WKHLU GLVWLQFWLYHQHVV WKDW FKDOOHQJH GRPLQDQW
RSSUHVVLYH FKDUDFWHUL]DWLRQV ZLWK WKH JRDO RI JUHDWHU VHOIGHWHUPLQDWLRQ 6WDQIRUG (QF\FORSHGLD RI
3KLORVRSK\ 

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



NQRZWKHVHSHRSOH"´,VDLGWKDW,KDGQRWLFHGSHRSOHOLNHWKHPEHIRUHLQRWKHUSDUWV
RIQRUWKHUQ%DQJODGHVKSHRSOHZKRVHIDFHVDUHGLIIHUHQWIURPWKHSHRSOHRIWKH
VRXWK+HVDLG³7KHVHDUH5DMEDQVKLSHRSOH7KH\KDYHWZRFDVWHVWKH5DMEDQVKL
DQG WKH 6KXMDEDQVKL´ $ OLWHUDO WUDQVODWLRQ RI WKH WHUP 5DMEDQVKL LV ³OLQHDJH RU
IDPLO\ RIWKHNLQJ´RU³5R\DO5DFH´ +XQWHU%DVX DQGWKH&KDLUPDQ
WUDQVODWHG6KXMDEDQVKLDV³OLQHDJHRIWKHVXQRUSULHVW´+HZDVDNLQGPDQDQG
VXSSRUWLYHRIP\UHVHDUFKLQGHHGZKHQ,H[SUHVVHGDQLQWHUHVWLQNQRZLQJPRUH
DERXW WKH 5DMEDQVKL SHRSOH KH VXJJHVWHG , OLYH LQ KLV KRXVHKROG DQG FRQGXFW
UHVHDUFKLQDQHLJKERXULQJ5DMEDQVKLYLOODJH,QWKHHQGIRUDQXPEHURIUHDVRQV
,ZDVQRWDEOHWRDFFHSWKLVRIIHUDQGLQWKHPLGVWRIILQGLQJDQRWKHUYLOODJHLQ
ZKLFKWRGRP\UHVHDUFK,SXWWKH5DMEDQVKLRXWRIP\PLQG,QGHHG,IRUJRWWKH
ZRUG HQWLUHO\ DQG ODWHU KDG WR UHWULHYH LW LQ FRQYHUVDWLRQ ZLWK WKH YLOODJHUV RI
&KXFKXOLZKHUH,ILQDOO\FRQGXFWHGP\UHVHDUFK
)ROORZLQJDVHULHVRIGLVFXVVLRQVDERXWWKHGLIIHUHQWZD\VLQZKLFKSHRSOHLGHQWLI\
DQG GHILQH WKHPVHOYHV LQ %DQJODGHVK JHQHUDOO\ DQG LQ &KXFKXOL LQ SDUWLFXODU
DERXWUHOLJLRXVGLYLVLRQVHFRQRPLFGLIIHUHQFHVJHQGHUUROHVSROLWLFDODIILOLDWLRQV
DQG FLWL]HQVKLS %DQJDOHHV YV %DQJODGHVKLV YV ELGHVKLV LH IRUHLJQHUV  P\
ODQGORUGVDLG³$QGRIFRXUVHZHDUH5DMEDQVKL´6KRUWO\WKHUHDIWHUP\IULHQG
DQGUHVHDUFKFROODERUDWRUZKRKDGOLYHGKLVZKROHOLIHLQ&KXFKXOLFDPHWRP\
KRXVHDQGTXLHWO\VDLG³+RZFDQZHFODLPWREHLQWKHOLQHDJHRIWKHNLQJ":HDUH
RQO\SRRUUXUDOSHRSOHZLWKQRWKLQJWRVXSSRUWWKLVFODLP:KDWZHUHDOO\DUHLV
SROL\D´1RZWKLVZDVDQRWKHUZRUGWKDW,KDGKHDUGEXWKDGQRWXVHGEHFDXVH,
KDGEHHQZDUQHGLWZDVGHURJDWRU\DQGLQVXOWLQJWRUXUDOSHRSOH²DZRUG,KDG
EHHQWROGWKDWURXJKO\WUDQVODWHVLQWR(QJOLVKDV³UXVWLF´RU³FRXQWU\EXPSNLQ´
1HYHUWKHOHVV LW LV D ZRUG WKDW DSSHDUV UHJXODUO\ LQ WKH FRORQLDO OLWHUDWXUH DV D
GHVFULSWRU IRU FHUWDLQ JURXSV ZKR OLYH LQ WKLV SDUW RI %DQJODGHVK DQG LQ
QHLJKERXULQJ:HVW%HQJDO
7KHVH WZR FRQYHUVDWLRQV SLTXHG P\ LQWHUHVW LQ WKH 5DMEDQVKL EXW LQ
FRQWH[WXDOL]LQJ P\ UHVHDUFK , IRXQG D UHODWLYHO\ VPDOO DPRXQW RI LQIRUPDWLRQ
DERXW WKHP DQG HYHQ OHVV DERXW WKH 6KXMDEDQJVKL ZKR DUH VRPHWLPHV FDOOHG
6LYDEDQJVKLRU6XUDMEDQVKL FI'DOWRQ5LVOH\ ,QWKHVHPLQDU\OLEUDU\
LQ'KDND,ORFDWHGDVLQJOHPRQRJUDSKZULWWHQLQ(QJOLVKDQGSXEOLVKHGE\WKH


5LVOH\  KDVGHVFULEHGWKH5DMEDQVKLDV0RQJROR'UDYLGLDQSHRSOHOLYLQJLQORZHU%HQJDODQG2ULVVD
DV EURDG KHDGHG GDUN FRPSOH[LRQHG DQG PHGLXP LQ VWDWXUH WKH RIIVSULQJ RI 7LEHWR%XUPDQ SHRSOH
LQYDGLQJIURPWKHHDVWDQGWKHDXWRFKWKRQRXV'UDYLGLDQV FLWHGLQ7\ORU



$OVRVSHOOHGSDOL\D±,¶OOUHWXUQWRWKLVSRLQWODWHU



'U0DUJRW:LOVRQ

$VLDWLF6RFLHW\LQ&DOFXWWD 6DQ\DO $VLGHIURPWKLVDQGDIHZPRUHUHFHQW
UHIHUHQFHV LQ DFDGHPLF DUWLFOHV SULPDULO\ IRFXVHG RQ RWKHU LVVXHV FI
%DQG\RSDGK\D\&KDWWHUMHH6HQJXSWD7RXOPLQ PXFKRI
WKHSXEOLVKHGPDWHULDORQWKH5DMEDQVKLFRPHVIURPWKH%ULWLVKFRORQLDOOLWHUDWXUH
DQG DGPLQLVWUDWLYH DFFRXQWV DQG PRUH UHFHQWO\ IURP WKH LQWHUQHW 6RPH
H[FHSWLRQV LQFOXGH %DVX¶V   DQG 0XNKHUMHH¶V   GLVFXVVLRQV RI FDVWH
PRYHPHQWV DQG DVVRFLDWLRQV DQG 'DV *XSWD¶V   GLVFXVVLRQ RI IHVWLYDOV
DPRQJWKH5DMEDQVKL0XFKRIWKHLQWHUQHWPDWHULDOIRFXVHVRQSROLWLFDODFWLYLVP
E\ WKH .DPDWDSXUL 3HRSOH¶V 3DUW\ HVWDEOLVKPHQW RI VHOIJRYHUQDQFH WKH
H[SDQVLRQ RI RSSRUWXQLWLHV IRU HFRQRPLF GHYHORSPHQW E\ 5DMEDQVKL SHRSOH LQ
,QGLD FI ZZZUHYROXWLRQDU\GHPRFUDF\RUJ   DQG DJLWDWLRQ IRU WKH
SUHVHUYDWLRQ RI D GLVWLQFW 5DMEDQVKL FXOWXUDO DQG OLQJXLVWLF LGHQWLW\ ± D FODLP
VXSSRUWHG E\ 7RXOPLQ¶V   OLQJXLVWLF UHVHDUFK VHH DOVR &KDWWHUMHH 
0XNKHUMHH 7KHGHPDQGIRUDVHSDUDWH5DMEDQVKLVWDWHFDOOHG.DPDWDSXULV
XQGRXEWHGO\DUHVSRQVHWRWKHUHODWLYHO\UHFHQWFUHDWLRQRIWKHQHZ³WULEDO´VWDWHV
RI&KKDWWLVJDU-KDUNKDQGDQG8WWDUDQFKDO8WWDUNKDQGLQ,QGLDLQ1RYHPEHU
+D]DULND 

+LVWRULFDO6HTXHQFHIRU1RUWKZHVW%DQJODGHVK
7KHPDMRULW\RI5DMEDQVKLSHRSOHLQ%DQJODGHVKOLYHLQ'LQDMSXU5DQJSXUDQG
0\PHQVLQJKGLVWULFWVZKLFKFRPSULVHWKHQRUWKZHVWHUQSRUWLRQRI%DQJODGHVK
ERUGHULQJWKH,QGLDQVWDWHVRI$VVDPDQG:HVW%HQJDOZKHUH5DMEDQVKLJURXSVDUH
DOVRIRXQG5DMEDQVKLJURXSVDOVROLYHLQ1HSDO7KHKLVWRULFDOH[SHULHQFHRIWKLV
SDUWRI%DQJODGHVKKDVEHHQGLVWLQFWIURPWKDWRIVRXWKHUQSRUWLRQVRIWKHFRXQWU\
FI%DKDGXU%HVVDLJQHW*DLW ,QIDFWXQWLOWKHHVWDEOLVKPHQWRI
WKH0RJKXO(PSLUHLQWKLVDUHDDORQJZLWKSUHVHQWGD\$VVDPZDVSDUWRI
D VHULHV RI NLQJGRPV NQRZQ YDULRXVO\ DV 3UDJM\RWLVKD .DPDUXSD .DPUXS
.DPDWDDQG&RRFK%LKDU
5HIHUHQFHVDUHPDGHWR3UDJM\RWLVKDLQWKH5DPD\DQDDQGWKH0DKDEKDUDWDDQG
WKHUH LV OLWWOH GRXEW WKDW WKH .LQJV UHFRUGHG LQ WKH 0DKDEKDUDWD ZHUH LQGHHG
KLVWRULFILJXUHVZKRUXOHGRYHU3UDJM\RWLVKD %DKDGXU *UHHNDFFRXQWVRI
WKHDUHDIURP%&LQGLFDWHWKDWWKHVRXWKHUQERXQGDU\RI3UDJM\RWLVKDZDVWKH
/RKLW\D6DJDUDDVHDWKDWFRYHUHGPRVWRIZKDWLVQRZVRXWKHUQ%DQJODGHVK%\
$'ZKHQ3WROHP\GHVFULEHGWKH*DQJHWLFFRDVWWKHVRXWKHUQLVODQGVLQWKH
/RKLW\D 6DJDUD KDG FRDOHVFHG DQG IRUPHG D ODQGPDVV ZKLFK VXEVHTXHQWO\


6HHDOVR0XNKHUMHH IRRWQRWH IRUDOLVWRIVWXGLHVRQWKH5DMEDQVKLXSWR
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EHFDPHNQRZQDV6DPDWDWD$&KLQHVHSLOJULP+VLXHQ7VDQJYLVLWHG3UDJM\RWLVKD
LQDSSUR[LPDWHO\$'GHVFULELQJWKHFRXQWU\DQGWKHSHRSOHLQVRPHGHWDLO
DQGUHSRUWLQJWKDWWKHDUHDLVQRZNQRZQDV.DPDUXSD5HSXWHGWREHDODQGRI
PDJLFDQGLQFDQWDWLRQWKH7DQWULFIRUPRI+LQGXLVPLVVDLGWR KDYHGHYHORSHG
KHUH ,QGHHG WKH QDPH 3UDJM\RWLVKD GHULYHV IURP SUDJ PHDQLQJ HDVWHUQ DQG
M\RWLVKD PHDQLQJ VWDU DVWURORJ\ RU VKLQLQJ KHQFH WKH ODQG RI HDVWHUQ
P\VWLFLVP 7KH FDSLWDO FLW\ FXUUHQWO\ *XZDKDWL  ZDV NQRZQ DV 3UDJM\RWLVKSXU
%DKDGXU*DLW 
7KHHDUOLHVWLQKDELWDQWVRI3UDJM\RWLVKDDUHEHOLHYHGWRKDYHEHHQ$XVWULFSHRSOH
ZKR ZHUH UHSODFHG E\ 'UDYLGLDQV ZKR FDPH IURP WKH ZHVW SUREDEO\ IURP WKH
,QGXV9DOOH\ +DUDSSDQ FLYLOL]DWLRQ,QGHHGVRPHYLOODJHUVLQ&KXFKXOLFODLPHG
WKDWWKH\DUHGHVFHQGDQWVRISHRSOHZKRFDPHIURP³6LQGKXGHVK´ PRVWSUREDEO\
D UHIHUHQFH WR WKH ,QGXV 9DOOH\ UHJLRQ  $U\DQ LQIOXHQFH EHJDQ WR UHDFK
3UDJM\RWLVKDE\DSSUR[LPDWHO\$'EULQJLQJZLWKLWUXGLPHQWVRIWKHFDVWH
V\VWHP 'LYLGHG LQWR WZR PDMRU GLYLVLRQV ± $U\DQV DQG QRQ$U\DQV $U\DQ
VRFLHW\ZDVIXUWKHUGLYLGHGLQWRIRXUVXEFDWHJRULHVRUYDUQDV IRUDQH[WHQVLYH
WUHDWPHQWRIFDVWHVHH0DQGHOEDXP'XPRQW.ROHQGD  0RUH
UHFHQW GLVFXVVLRQV RI WKH LPSDFW RI FDVWH RQ WULEDO JURXSV FDQ EH IRXQG LQ
0XNKHUMHH  &KDWWHUMHH  DQG;D[D  7KHDVVLPLODWLYHQDWXUHRI
$U\DQFXOWXUHDQGUHOLJLRXVEHOLHIDOORZHGWKHLQFRUSRUDWLRQRIGHLWLHVDQGEHOLHIV
QRWPDQLIHVWLQWKHRULJLQDO9HGDVDQGPDQ\FXVWRPVLQFOXGLQJOLQJDDQG\RQL
FXOWV ZKLFKSOD\VXFKDODUJHSDUWLQ+LQGXUHOLJLRXVSUDFWLFH DUHQRZDVFULEHG
WRSUH$U\DQ'UDYLGLDQ LQGLJHQRXV EHOLHI,QGHHG*RRSWX  -LYKD  
DQG7\ORU   DPRQJRWKHUV DUJXHWKDWLWLVLQGLJHQRXVEHOLHIWKDWIRUPVWKH
EDVLVRISUHVHQWGD\,QGLDQVRFLHW\FXOWXUHDQGUHOLJLRQ7KXVLWZDVWKHV\QFUHWLF
QDWXUH RI LQGLJHQRXV 'UDYLGLDQ  EHOLHI RU EKDNWL  WKDW SHUPLWWHG WKH
LQFRUSRUDWLRQRILPSRUWHG $U\DQRU9HGLF FXVWRPDQGEHOLHI
7LEHWR%XUPDQ SHRSOH IURP WKH ,QGR&KLQHVH JURXS ZHUH DOVR SUHVHQW LQ ODUJH
QXPEHUVLQ3UDJM\RWLVKDKDYLQJHQWHUHGWKHDUHDWKURXJKWKH+LPDOD\DQSDVVHVWR
WKHQRUWKDQGQRUWKHDVW$OWKRXJK$U\DQVZHUHSUHVHQWLQ.DPDUXSDIURPDYHU\
HDUO\SHULRGWKHPDMRULW\RIWKHSRSXODWLRQZDVDQGVWLOOUHPDLQVQRQ$U\DQLQ
RULJLQ DQG HYHQ QRZ WKH SHRSOH RI 'UDYLGLDQ DQG 0RQJRORLG RULJLQ ODUJHO\
SUHGRPLQDWH %DKDGXUVHHDOVR7\ORU %KDGUD  &KDWWHUMHH
 DQG0XNKHUMHH  KDYHGLVFXVVHGWKHZD\VLQZKLFK5DMEDQVKLDQG
.RFK WULEDO  JURXSV DUH UHODWHG DQG WKH LPSDFW RI WKH .VKDWUL\D 0RYHPHQW LQ
QRUWKHUQ%HQJDO%DQJODGHVKDQG$VVDP



'U0DUJRW:LOVRQ

7KHHDUOLHVWUXOHUVRI.DPDUXSDEHORQJHGWRWKH'DQDYDG\QDVW\IRXQGHGE\
0DKLUDQJDSULRUWRWKHWKFHQWXU\%&+HZDVVXFFHHGHGLQDGLUHFWOLQHE\D
VHULHVRIUXOHUVDERXWZKRPOLWWOHLVNQRZQ $VVDP+RPHSDJH 
KRZHYHU*DLW  VXJJHVWVWKDW³WKHDSSHOODWLRQV'DQDE>'DQDYD@DQG
$VXUVXJJHVWWKDWWKH\ZHUHQRQ$U\DQV´&HUWDLQO\WKHP\WKLFDO'DQDYDDQG
$VXUDUHIHUHQFHGLQHDUO\+LQGXWH[WV VHHWKH$VXUDP\WKLQWKH5LJ9HGDLQ
SDUWLFXODU DUHEHOLHYHGWREHSUH+DUDSSDQLQRULJLQ VHH7\ORUVHHDOVR
)UDZOH\   .XPDU   GLVSXWHV WKHVH LQWHUSUHWDWLRQV DUJXLQJ WKDW
WHUPVVXFKDV$U\DQ$VXUD'DQDYDDQG0OHFKFKKDKDYHEHKDYLRXUDOUDWKHU
WKDQ ³UDFLDO´ FRQQRWDWLRQV 0LVLQWHUSUHWHG E\ FRORQLDO UHVHDUFKHUV WKHVH
WHUPV DUH SURSHUO\ DSSOLHG WR DQ\ SHUVRQ UHJDUGOHVV RI WKHLU HWKQLF RULJLQ 
ZKRDVVXPHVDSDUWLFXODUEHKDYLRXURFFXSDWLRQDOUROHRUSRVLWLRQYLVjYLV
WKHFDVWHV\VWHP
$SRSXODUDQGFRORXUIXOILJXUHLQOHJHQGDQGDGLUHFWGHVFHQGHQWRI0DKLUDQJD
.LQJ1DUDNDVXUDLVUHSXWHGWRKDYHEHHQRI³WKH0RQJRORLGUDFH´DQGZDVWKHILUVW
NLQJRI.DPDUXSDWRFRQYHUWWR+LQGXLVP+HFRQVWUXFWHGDWHPSOHDW.DPDNK\D
QHDUSUHVHQWGD\*XZDKDWL DQGHVWDEOLVKHG3UDJM\RWLVKSXUDVWKHFDSLWDORIKLV
NLQJGRPZKLFKWKH.DOLND3XUDQDDQG9LVKQX3XUDQDFRQILUPH[WHQGHGIRU
PLOHVLQDOOGLUHFWLRQV 6RFLDO+LVWRU\RI$VVDPVHHDOVR%DKDGXU
*DLW 'HVSLWH RUSHUKDSVEHFDXVHRI KLVDELOLW\WRXQLI\WKHNLQJGRPRI
3UDJM\RWLVKD 1DUDNDVXUD LV URXWLQHO\ FKDUDFWHUL]HG DV D GHPRQ DQG KLV GHDWK
DQQLYHUVDU\LVFRPPHPRUDWHGDV1DUDND&KDWXUGDVKLWKHILUVWGD\RI'LZDOL,W
ZDV1DUDNDVXUD¶VVRQ%KDJDGDWWDZKRGLVWLQJXLVKHGKLPVHOILQWKH0DKDEKDUDWD
ZDU
%\ WKH WLPH WKH &KLQHVH YLVLWRU +VLXHQ 7VDQJ DUULYHG LQ WKH FRXUW RI %KDVNDU
%DUPDQLQ$'DORQJOLQHRI+LQGXG\QDVWLHVKDGEHHQGRFXPHQWHGE\VWRQH
DQG FRSSHU LQVFULSWLRQV 1HYHUWKHOHVV LW LV XQFOHDU WR ZKDW H[WHQW WKH JHQHUDO
SRSXODWLRQ KDG DSRVWDWL]HG WR +LQGXLVP $VVDP +RPHSDJH    ,QGHHG
.XPDU  DUJXHVWKDWIRUSHRSOHRIWKHQRUWKZHVWFRQYHUWLQJWR+LQGXLVPLV
DFRPSOHWHPLVFRQFHSWLRQ±DFRORQLDOOLHDOUHDG\+LQGXDQG.VKDWUL\D.LQJV
DFWXDOO\FRQYHUWHGWR%UDKPDQLVP VHH-DPDQGDVIRUDVLPLODUDUJXPHQW 
$OWKRXJK%XGGKLVPLVQRWLQHYLGHQFHLQ.DPDUXSDDWWKHWLPHRI+VLXHQ7VDQJ¶V
YLVLWQHYHUWKHOHVVKHGHVFULEHG$VKRNDQVWXSDVLQWKHYLOODJHRI'KDPUDL QHDU
SUHVHQWGD\ 'KDND  LQ WKH NLQJGRP RI 6DPDWDWD LPPHGLDWHO\ WR WKH VRXWK
%HWZHHQ ± $' WKH UXOLQJ IDPLO\ RI *DXU SUHVHQWGD\ 'LQDMSXU 
SDWURQL]HG %XGGKLVP ZKLFK IORXULVKHG XQGHU WKHLU WXWHODJH %HOLW]  

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



.DPDUXSD HYHQWXDOO\ EHFDPH D FHQWUH RI 9DMUD\DQD %XGGKLVP DQG %DKDGXU
 KDVDUJXHGWKDWDOWKRXJKWKHUHLVQRREYLRXVFRQQHFWLRQEHWZHHQWKH
QDPH3UDJM\RWLVKSXUDQGWKHUHSXWDWLRQRI.DPDUXSDDVWKHELUWKSODFHRI7DQWULF
+LQGXLVPWKHZLGHVSUHDGSUDFWLFHRI9DMUD\DQD%XGGKLVPDQGWKHSUHVHQFHRIWKH
.DPDNK\DWHPSOHPD\KDYHFRQWULEXWHGWRWKHDUHD¶VUHSXWDWLRQDVDODQGRIPDJLF
DQGVRUFHU\

9LVZD6LQJKDDQGWKH5DMEDQVKL
%\ WKH HQG RI WKH ILIWHHQWK FHQWXU\ .DPDUXSD QR ORQJHU HQMR\HG DQ\ IRUP RI
FHQWUDOL]HGJRYHUQPHQWDQGWKHDUHDZDVUXOHGE\DQXPEHURIWULEDOFKLHIV2QH
FKLHIUHSXWHGO\WKHJUDQGVRQRI+DMXD.RFKZDUORUGURVHWRDSRVLWLRQRISRZHU
WKURXJK PLOLWDU\ VWUHQJWK DQG DELOLW\ $PDVVLQJ VXSSRUW +DMR FRQTXHUHG WKH
VRXWKHUQ SRUWLRQ RI .DPDUXSD DQG SURFODLPHG KLPVHOI NLQJ LQ  +H
DSRVWDWL]HGWR+LQGXLVPFKDQJHGKLVQDPHWR9LVZD6LQJKDDQGZDVLQWHJUDWHG
LQWRWKHFDVWHV\VWHPDWWKHOHYHORI.VKDWUL\D %DKDGXU%HVVDLJQHW
*DLW 
$OO NLQJV LI WKH\ DUH +LQGX PXVW GHPRQVWUDWH WKHLU ULJKW WR FODLP .VKDWUL\D
VWDWXV²ZKDW LV VRPHWLPHV FDOOHG WKH .VKDWUL\D PRYHPHQW +D]DULND  VHH
DOVR;D[D&KDWWHUMHH $FFRUGLQJO\WKH%UDKPDQFRXUWLHUVRI9LVZD
6LQJKD FUHDWHG DQ RULJLQ P\WK IRU KLP EDVHG RQ WKH SHUVHFXWLRQ RI .VKDWUL\D
ZDUULRUVDWWKHKDQGVRI3DUDVXUDPDDQLQFDUQDWLRQRIWKHJRG9LVKQX7KHVWRU\
IROORZVWKDW3DUDVXUDPD VIDWKHUKDGEHHQLQVXOWHGDQGEDGO\WUHDWHG SHUKDSVHYHQ
NLOOHG E\DJURXSRI.VKDWUL\DZDUULRUV,QUHWDOLDWLRQ3DUDVXUDPDYRZHGWRULG
WKH ZRUOG RI DOO .VKDWUL\D 2QH JURXS RI ZDUULRUV DUH VDLG WR KDYH VDYHG
WKHPVHOYHVE\UXQQLQJDZD\DQGKLGLQJLQWKHMXQJOHVRI.DPUXSDGRSWLQJWKH
FXVWRPVRIWKHLQGLJHQHVDQGDFFHSWLQJWULEDOZRPHQDVZLYHV%\DUJXLQJWKDWKH
ZDVDGHVFHQGDQWRIWKHVHUXQDZD\ZDUULRUVQRZUHFODLPLQJKLVULJKWIXOKHULWDJH
DOHJLWLPDWHFODLPWR.VKDWUL\DVWDWXVZDVHVWDEOLVKHGIRU9LVZD6LQJKD7KLVVWRU\
DOVR SURYLGHV VXEVWDQWLDWLRQ IRU SUHVHQWGD\ FODLPV WR KLJKHU VWDWXV E\ WKH
5DMEDQVKL -DPDQDGDV   UHFRJQL]HV WKLV DV D FRPPRQ VWUDWHJ\ UHFHQWO\
DGRSWHGE\WKH+LQGXWYDPRYHPHQWWRVXSSRUWDVVLPLODWLRQSROLFLHV



$OVR NQRZQ DV WKH 7KXQGHUEROW 9HKLFOH LQ FRQWUDVW WR 0DKD\DQD DQG +LQD\DQD %XGGKLVP 9DMUD\DQD
%XGGKLVP ZDV HVWDEOLVKHG LQ 7LEHW LQ WKH WK &HQWXU\ )RXQGHG RQ D GRFWULQH RI UHYHUVDO ³LQVWHDG RI
GHQLJUDWLQJ WKH SKHQRPHQDO ZRUOG«>LW@ LQVLVWV WKDW WKH SKHQRPHQDO ZRUOG FDQ EH XVHG DV D PHDQV RI
DWWDLQLQJVDOYDWLRQ´ 7\ORU 



'U0DUJRW:LOVRQ

$GLYLQHRULJLQZDVGHYLVHGIRU9LVZD6LQJKDLQDQRWKHUVWRU\ZKLFKDFFUHGLWVKLV
FRQFHSWLRQWRWKHJRG6LYDZKRVHHLQJWKHJUHDWEHDXW\RI+LUD WKHGDXJKWHURI
+DMXDQGPRWKHURI9LVZD6LQJKD DVVXPHGKHUKXVEDQG VIRUPDQGKDGVH[XDO
LQWHUFRXUVH ZLWK KHU 7KLV GLYLQH MXVWLILFDWLRQ QRW RQO\ VXSSRUWV SUHVHQWGD\
5DMEDQVKLFODLPVIRUKLJKVWDWXVLQWKHFDVWHV\VWHPEXWDOVRSURYLGHVWKHEDVLVIRU
WKH WLWOH 6LYDEDQJVKL 0HPEHUV RI WKH UR\DO IDPLO\ ZKR H[SUHVVHG FRQFHUQ
UHJDUGLQJWKHLURZQSRVLWLRQLQWKHFDVWHV\VWHPDUHUHSXWHGWRKDYHEHHQUHDVVXUHG
WKDW VLQFH WKH\ ZHUH ³UDMEDQVKL´ OLWHUDOO\ RI WKH NLQJ V OLQHDJH WKH\ ZHUH
DVVXUHGDKLJKSODFHLQWKHFDVWHV\VWHP2WKHUPHPEHUVRIWKHFRPPXQLW\ZHUH
QRWDFFRUGHGVXFKKLJKVWDWXVDQGPDQ\VXEVHTXHQWO\FRQYHUWHGWRRWKHUUHOLJLRQV
%DKDGXU%HVVDLJQHW*LUL0XNKHUMHH6DWWDU 
$IWHUWKHGHDWKRI9LVZD6LQJKDLQKLVVRQ1DUQDUD\DQWRRNFRQWURORIWKH
NLQJGRPH[WHQGLQJWKHERUGHUVFRQVROLGDWLQJKLVSRZHUDQGUHSXOVLQJDWWDFNVRI
$KRPVIURPWKHHDVWDQGRI0XVOLPVIURPWKHVRXWK,WLVDOVRGXULQJWKLVWLPHWKDW
D 9DLVKQDYD UHIRUPDWLRQ WRRN SODFH XQGHU WKH WXWHODJH RI 6DQNDU 'HE ZKR
SUHDFKHG VDOYDWLRQ WKURXJK IDLWK DQG SUD\HU UDWKHU WKDQ WKH ULWXDO VDFULILFH
GHPDQGHG E\ 6DNWLVP %DKDGXU  *DLW   1DUQDUD\DQ¶V EURWKHU
6XNODGKYDMZDVDOVRNQRZQDV&KLODUDLRUWKH³.LWH.LQJ´EHFDXVHRIKLVJUHDW
DJLOLW\LQEDWWOH%HWZHHQWKHWZREURWKHUVWKH\H[WHQGHGWKHNLQJGRPLQWRSDUWV
RI'LQDMSXU-DOSDLJXULDQG5DQJSXULQSUHVHQWGD\%DQJODGHVK %DKDGXU
*DLW   ,Q WKH ODWH V KRZHYHU WKH NLQJGRP ZDV GLYLGHG LQWR HDVW DQG
ZHVW SRUWLRQV XQGHU ZDUULQJ IDFWLRQV RI WKH UR\DO IDPLO\ 7KH ZHVWHUQ SRUWLRQ
ZKHUH&KXFKXOLLVORFDWHG FRQWLQXHGWREHNQRZQDV.DPDUXSDEXWDOVRWRRNWKH
QDPH .RFK +DMR DIWHU RQH RI LWV NLQJV $OOLHG ZLWK 0XVOLP IRUFHV VHFXUHO\
HVWDEOLVKHG LPPHGLDWHO\ WR WKH VRXWK WKH ZHVWHUQ SRUWLRQ VKRUWO\ WKHUHDIWHU
EHFDPHQRPRUHWKDQDVDWHOOLWHRI%HQJDO7KHHDVWHUQKDOIRIWKHNLQJGRPIHOO
XQGHU WKH FRQWURO RI WKH $KRPV DQG EHFDPH NQRZQ DV .DPDWD .RFK DQG ODWHU
&RRFK%HKDU,WFRQWLQXHGWRH[LVWXQWLOXQGHUWKH&RRFK%LKDU0HUJHU$JUHHPHQW
RI$XJXVWZKHQLWEHFDPHSDUWRIWKH,QGLDQXQLRQ

&RQYHUVLRQDQGWKH+LQGXVRI&KXFKXOL
:KHWKHUWKH.VKDWUL\DRULJLQVRI9LVZD6LQJKDDUHOHJLWLPDWHRUFRQWULYHGWKH
WHUP 5DMEDQVKL KDV UHPDLQHG LQ SRSXODU XVH DQG FRQYHUVLRQ RI WULEDO JURXSV WR
+LQGXLVP LV FRPPRQ DQG RQJRLQJ WKURXJKRXW QRUWKHUQ %DQJODGHVK QRUWKHUQ


$NLWHLVDELUGRISUH\RIWKH)DOFRQLGDHIDPLO\
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:HVW %HQJDO DQG $VVDP %DKDGXU  VHH DOVR 0XNKHUMHH  &KDWWHUMHH
;D[D &RQYHUVLRQWR+LQGXLVPKDVDOVREHHQGRFXPHQWHGDPRQJD
QXPEHURISODLQVJURXSV %DVX+D]DULND5LVOH\6DWWDU 
DQG WRGD\ ODUJH QXPEHUV ZHDU WKH VDFUHG WKUHDG OXJXQ  DQG FODLP .VKDWUL\D
VWDWXV %DKDGXU  *LUL   0XNKHUMHH GHVFULEHV 5DMEDQVKLV LQ QRUWK
%HQJDOZKRIROORZWKHRFFXSDWLRQRI9DLV\DLQWKHDEVHQFHRIWKHRFFXSDWLRQRI
WKH.VKDWUL\DDQGEHFDXVHWKH\EHFDPHIDOOHQLQWKHSDVW  -DIIUHORW
 VLPLODUO\DVVHUWVWKDW³P\WKVRIRULJLQRIWKHORZFDVWHVDUHDOZD\VFHQWUHG
DURXQGWKHLGHDRIDQLQLWLDOGHFOLQH«WKH\KDYHIDOOHQIURPWKLVUDQN´
7KHVHFODLPVWDNHFDVWHDVDJLYHQWKH\UHFRJQL]HDQGUHLQIRUFHWKHVXSHULRULW\
DQGSRZHURIWKH%UDKPLQV)RUWKHPRVWSDUWKRZHYHU+LQGXVIURPRWKHUSDUWV
RIWKHFRXQWU\GRQRWDFFHSWWKH5DMEDQVKLV FODLPDQGGHVLJQDWHWKHPLQVWHDGDV
6FKHGXOHG&DVWHVRUWULEDOSHRSOH %DVX&KDWWHUMHH+D]DULND 
1HYHUWKHOHVV WKH +LQGXV RI &KXFKXOL ZHDU WKH VDFUHG OXJXQ IROORZ +LQGX
SUHFHSWVDQGFODLPWKHFDVWHWLWOHRI%DUPDQ±DWLWOHGHULYHGIURPWKHG\QDVW\RI
HDUO\NLQJVRI3UDJM\RWLVKD+DULNLVKRUH$GKLNDULZKRZURWHWKHVWKLVWRU\RIWKH
5DMEDQVKLLQ%HQJDOLLQ FLWHGLQ%DVX VXSSRUWV5DMEDQVKLFODLPVRI
GLUHFWGHVFHQWIURP.LQJ%KDVNDU%DUPDQWKHODVWDQGUHSXWHGO\PRVWSRZHUIXO
RIWKH%DUPDQNLQJVRI.DPDUXSD $' $VLQGLFDWHGLQWKHLQWURGXFWLRQ
WKH5DMEDQVKLRI&KXFKXOLGRQRWFODLPWKH³UDMEDQVKL´GHVFULSWRURXWULJKWDVD
JHQHUDOUXOHDOWKRXJKWKHWHUPLVDSSURSULDWHDQGLVXVHGE\RXWVLGHUVWRGHVFULEH
WKHP,WZDVRQO\DIWHUFRQVLGHUDEOHGLVFXVVLRQWKDWWKHFODLPZDVPDGHE\P\
ODQGORUGWKHQLPPHGLDWHO\ZDVGLVFRXQWHGE\P\IULHQGDQGUHVHDUFKFRPSDQLRQ
ZKRLQFODLPLQJ³SROL\D´WREHDPRUHDSSURSULDWHWHUPUDLVHGDQRWKHULQWHUHVWLQJ
FRUUHVSRQGHQFH 6LQFH WKH ZRUG SROL\D GHULYHV IURP WKH YHUE ³SDOL\D MDQ´
PHDQLQJ ³WR UXQ DZD\´ RU ³WRWKURZ RII´ WKHUHIHUHQFH WR WKH .VKDWUL\D RI WKH
3DUDVXUDPDP\WKZKRUDQDZD\IURPSHUVHFXWLRQVHHPVHYLGHQW
$ QXPEHU RI LQGLJHQRXV 5DMEDQVKL VFKRODUV FI $GKLNDUL  FLWHG LQ %DVX
VHHDOVR%DUPDQ5R\ KDYHDVVHUWHGGLVWLQFWFXOWXUDODQGVWDWXV
GLIIHUHQFHVEHWZHHQWKH.RFKDQG5DMEDQVKLJURXSVEDVHGRQUHLQWHUSUHWDWLRQVRI
WKHVDPH³UDFLDO´DQGVFULSWXUDOHYLGHQFHXVHGE\FRORQLDOVFKRODUV %DVX
  5R\   DUJXHV IRU D ORQJVWDQGLQJ GLVWLQFWLRQ EHWZHHQ 5DMEDQVKL DQG
.RFK SHRSOH LQ 5DQJSXU GLVWULFW RI %DQJODGHVK EDVHG RQ WKH FODLP WKDW WKH
5DMEDQVKL DUH QRW +LQGXL]HG RU ³FRQYHUWHG´ .RFK EXW UDWKHU D VHSDUDWH DQG


,GLGQRWPDNHWKLVFRQQHFWLRQXQWLODIWHU,KDGOHIW%DQJODGHVKDQGZDVDEOHWRUHVHDUFKWKLVFRQQHFWLRQLQ
WKHOLWHUDWXUH VHH%DVX&KDWWHUMHH'DOWRQ*UXQLQJ0XNKHUMHH5LVOH\
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GLVWLQFWJURXSRIORQJGXUDWLRQ FLWHGLQ%DVX $GKLNDUL FLWHGLQ%DVX
  VLPLODUO\ FODLPV WKDW 5DMEDQVKL +LQGXV FODLPLQJ .VKDWUL\D VWDWXV ORQJ
EHIRUHWKH6DQVNULWL]DWLRQRI9LVZD6LQJKDZHUHUHFRJQL]HGDV%KDQJD.VKDWUL\DV
VHH DOVR %DUPDQ  .DUOVVRQ   %DVX    FLWLQJ 5R\%DUPD
  FODLPV WKH 5DMEDQVKL DV D EUDQFK RI WKH .DPERM UR\DO G\QDVW\ ZKR
RULJLQDWHGLQQRUWKZHVWHUQ.DVKPLUDQGHVWDEOLVKHGWKHPVHOYHVDVUXOHUVLQQRUWK
%HQJDOLQWKHWKFHQWXU\$'6LPLODUO\SRSXODUEHOLHILQQRUWK%HQJDOKROGVWKH
5DMEDQVKLWREHGHVFHQGHQWVRIWKH&RRFK%HKDUUR\DOIDPLO\ .DUOVVRQ 
³7KHFRPPRQWKUHDGWKDWELQGDOORI>WKHVHH[SODQDWLRQV@WRJHWKHU´FODLPV%DVX
³LV WKH HIIRUW WR FUHDWH D FRQYLQFLQJ P\WK WR SURYH WKH .VKDWUL\D VWDWXV RI WKH
5DMEDQVKLV´±DP\WKLFDOMXVWLILFDWLRQZKLFK3KXOH  $PEHGNDU  DQG
.XPDU   ZRXOG DUJXH LI IRU GLIIHUHQW UHDVRQV  LV XQMXVWLILHG DQG
XQQHFHVVDU\
$FFRUGLQJWR-DIIUHORW  3KXOH  FUHDWHGD³SUH$U\DQSHGLJUHHIRU
WKH6KXGUDV´EDVHGRQKLVWRULFDODFFRXQWVRISURWHVWDJDLQVWWKH%UDKPDQFDVWH
+LVDLPZDVWRHQJHQGHUXQLW\DPRQJORZHUUDQNHGFDVWHVE\UHMHFWLQJWKHFDVWH
V\VWHP DOWRJHWKHU DORQJ ZLWK %UDKPDQV DV UROH PRGHOV ,Q WKLV ZD\ WKH YDLQ
VWUXJJOHIRUDFFHSWDQFHLPSOLFLWLQWKH6DQVNULWL]DWLRQSURFHVVLVHYDGHG -DIIUHORW
   6LPLODUO\ $PEHGNDU   ZULWLQJ VSHFLILFDOO\ DERXW 'DOLW JURXSV
UHMHFWHG ³UDFLDOL]HG´ P\WKV WKDW MXVWLI\ WKH FDVWH V\VWHP DUJXLQJ LQVWHDG WKDW
LQGLJHQRXV LH %XGGKLVW  NLQJV KDG EHHQ VXEMXJDWHG E\ $U\DQ LQYDGHUV
$PEHGNDU¶V DSSHDO LQWHQW ZDV IRU 'DOLW SHRSOH WR GHYHORS D VWURQJ LGHRORJLFDO
EDVLV IRU TXHVWLRQLQJ WKHLU VXERUGLQDWH UDQN DQG IRU WKHP WR RSW RXW E\
UH HPEUDFLQJWKHHJDOLWDULDQGRFWULQHVRI%XGGKLVP -DIIUHORW .XPDU
 E\FRQWUDVWSODFHVWKHUHVSRQVLELOLW\IRUFDVWHSUHMXGLFHILUPO\LIPRUH
UHFHQWO\ DW WKH GRRU RI WKH %ULWLVK FRORQLDO DGPLQLVWUDWLRQ WKHLU LQDELOLW\ WR
FRPSUHKHQGWKHLQWULFDFLHVRIWKHV\VWHPDQGWKHLUZLOOLQJQHVVWRFDSLWDOL]HRQWKH
LQKHUHQWO\KLHUDUFKLFDOVRFLDOVWUXFWXUH
,QWKHHQGUHJDUGOHVVRIKRZRQHH[SODLQVWKHVLWXDWLRQWKHPHVVDJHIURPDOORI
WKHVHVFKRODUVUHPDLQVWKHVDPH$GLYDVL'DOLWDQGORZHUFDVWHFRPPXQLWLHVDUH
GHVFHQGHGIURPWKHRULJLQDOLQKDELWDQWVRI,QGLD$VVXFKWKH\VKRXOGEHIUHHWR
UHMHFWUDFLVWLQWHUSUHWDWLRQVRIFDVWHDV³DOLHQ´WR6RXWK$VLDDV\VWHPLPSRVHGE\
IRUFH E\ RXWVLGHUV $FFRUGLQJO\ WKHUH LV QR MXVWLILFDWLRQ IRU HOLWH HPXODWLRQ RU
FRQWLQXLQJWRQHJRWLDWHIRUDKLJKHUSRVLWLRQZLWKLQWKHV\VWHP5DWKHURSWLQJIRU
DPRUHHJDOLWDULDQDOWHUQDWLYHSURYLGHVWKHRQO\YLDEOHFRXUVHRIDFWLRQ
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&RQFOXVLRQ
+LQGXL]DWLRQ DQG 6DQVNLWL]DWLRQ DUH SURFHVVHV WKDW FKDUDFWHUL]H WKH 5DMEDQVKL
PRYHPHQW DQG IURP D SXUHO\ WKHRUHWLFDO SHUVSHFWLYH WKHVH SURFHVVHV VKRXOG
FRQIHUKLJKHUVWDWXVDQGDOORIWKHEHQHILWVWKDWDFFRPSDQ\WKLV1HYHUWKHOHVVWKH
5DMEDQVKL LQ %DQJODGHVK FRQWLQXH WR OLYH LQ SRYHUW\ XQHPSOR\PHQW DQG
XQGHUHPSOR\PHQW ODQGOHVVQHVV DQG SROLWLFDO PDUJLQDOL]DWLRQ +D]DULND  
$FFRUGLQJO\WKHVWUDWHJLHVRIFRQYHUVLRQWR+LQGXLVPDQGHOLWHHPXODWLRQKDYH
QRW EHQHILWHG WKH 5DMEDQVKL LQ WHUPV RI VRFLDO HFRQRPLF DQG SROLWLFDO
DGYDQFHPHQW ,QGHHG LW ZRXOG VHHP WKDW WKHVH VWUDWHJLHV RQO\ UHLQIRUFH
SUHH[LVWLQJVRFLDOSROLWLFDODQGHFRQRPLFVWUXFWXUHVDQGSUHMXGLFHV7RGD\WKHUH
DUHQRNLQJVDQG6DQVNULWL]DWLRQDPRQJWKH5DMEDQVKLRI%DQJODGHVKKDVSURYHQ
WR EH DQ LQWHUHVWLQJ DOEHLW QRW SDUWLFXODUO\ VXFFHVVIXO VWXG\ LQ LQGLJHQRXV
GHYHORSPHQW

5HIHUHQFHV
$PEHGNDU % 5   ³:KR ZHUH WKH 6KXGUDV" +RZ 7KH\ &DPH WR EH WKH
)RXUWK9DUQDLQWKH,QGX$U\DQ6RFLHW\"´,Q'U%DDVDKHE$PEHGNDU
:ULWLQJVDQG6SHHFKHV%RPED\*RYHUQPHQWRI0DKDUDVKWUD
$VVDP+RPHSDJH  +LVWRU\RI$VVDP)URPWK&HQWXU\%&WRWKH3UHVHQW
ZZZDVVDPRUJFRQWHQWSKS"PHPX  SDJHBLG 
$VVDP +RPHSDJH   .LQJV DQG 0RQDUFKV RI ,QGHSHQGHQW $VVDP
ZZZDVVDPRUJFRQWHQWSKS"PHPX  SDJHBLG 
%DKDGXU5./%DUXD  3UDJM\RWLVKD,Q(DUO\+LVWRU\RI.DPDUXSD)URP
(DUOLHVW7LPHVWRWKHHQGRIWKH6L[WHHQWK&HQWXU\5./%%DKDGXU
HG *DXKDWL$VVDP6KUL%LFKLWUD1DUD\DQ'XWWD%DURDRK
%DQG\RSDGK\D\6  3DUWLWLRQDQGWKH5XSWXUHVLQ'DOLW,GHQWLW\3ROLWLFVRI
%HQJDO$VLDQ6WXGLHV5HYLHZ
%DUPDQ0  .VKDWUL\D7DWWYD LQ%HQJDOL 6DQWDO3DUJDQD%6
%DUPDQ8  5DMEDQVKL.VKDWUL\D-DWLU,WLKDV LQ%HQJDOL -DOSDLJXUL
%DVX6  7KH&RORQLDO6WDWHDQGWKH,QGLJHQRXV6RFLHW\7KH&UHDWLRQRI
WKH5DMEDQVL,GHQWLW\LQ%HQJDO,Q%HQJDO&RPPXQLWLHV'HYHORSPHQW
DQG 6WDWHV 6 %DQG\RSDGK\D\ $ 'DVJXSWD : YDQ 6FKHQGHO HGV 
'KDND8QLYHUVLW\3UHVV/LPLWHG
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%DVX 6 '\QDPLFV RI D &DVWH 0RYHPHQW 7KH 5DMEDQVLV RI 1RUWK %HQJDO
'HOKL0DQRKDU
%HOLW]+  %XGGKLVP%XGGKLVPLQ%DQJODGHVKKWWSPHPEHUVWULSRGFRP
VFREHOSDJHKWPO
%HVVDLJQHW3  7ULEHVRIWKH1RUWKHUQ%RUGHURI(DVW3DNLVWDQ,Q6RFLDO
5HVHDUFKLQ(DVW3DNLVWDQ3LHUUH%HVVDLJQHW HG 3DNLVWDQ
$VLDWLF6RFLHW\RI3DNLVWDQ
&KDWWHUMHH -   (WKQLFLVDWLRQ RU 5HHWKQLFLVDWLRQ" &DVH RI WKH .XUPL
0DKDWRVLQ&KRWDQDJSXU:HVW%HQJDO6RFLRORJLFDO5HYLHZ
&ODUNH 6   +LQGXWYD 5HOLJLRXV DQG (WKQRFXOWXUDO 0LQRULWLHV DQG
,QGLDQ&KULVWLQD 7KHRORJ\ ZZZUHOLJLRQRQOLQHRUJVKRZDUWLFOHDVS"
WLWOH 
'DOWRQ(7  3RSXODWLRQRIWKH$VDP9DOOH\LQ'HVFULSWLYH(WKQRORJ\RI
%HQJDO&DOFXWWD2IILFHRIWKH6XSHULQWHQGHQWRI*RYHUQPHQW3ULQWLQJ

'DV *XSWD $   5DMEDQVL )HVWLYDOV 'HFRGLQJ ,QGLJHQRXV .QRZOHGJH
6\VWHP$QWURFRP2QOLQH-RXUQDORI$QWKURSRORJ\  
'XPRQW/  +RPR+LHUDUFKLFXV7KH&DVWH6\VWHPDQG,WV,PSOLFDWLRQV
&KLFDJR8QLYHUVLW\RI&KLFDJR3UHVV RULJLQDOO\SXEOLVKHGLQ)UHQFKLQ
 
)DLUVHUYLV : $   $Q (SLJHQHWLF 9LHZ RI WKH +DUDSSDQ &XOWXUH LQ
$UFKDHRORJLFDO 7KRXJKW LQ $PHULFD && /DPEHUJ.DUORYVN\ HG 
&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV
)UDZOH\'  :LW]HO¶V9DQLVKLQJ2FHDQ±+RZWR5HDG9HGLF7H[WVDQ\:D\
<RXOLNH$UHSO\WR0LFKDHO:LW]HO¶VDUWLFOH$0DULWLPH5LJYHGD"+RZ
QRWWRUHDGWKH$QFLHQW7H[WV2SHQ3DJH¶6HFWLRQRI7KH+LQGX
*DLW (   $ +LVWRU\ RI $VVDP UG (GLWLRQ UHYLVHG DQG HQODUJHG E\ %.
%DUXDDQG+960XUWK\&DOFXWWD7KDFNHU6SLQNDQG&R  /WG

*LUL 6<   5DMEDQVKLV LQ 7ULEHV RI ,QGLD $ 9 7KDNNDU HG 3S 
'HOKL%KDUDWL\D$GLPMDWL6HYDN6DQJK
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*RRSWX1  'DOLW0RYHPHQWVDQGWKH0HDQLQJRI/DERXULQ,QGLD'HOKL
2[IRUG8QLYHUVLW\3UHVV
*RXOG +   7KH +LQGX &DVWH 6\VWHP9ROXPH  7KH 6DFUDOL]DWLRQ RI D
6RFLDO2UGHU'HOKL&KDQDN\D3XEOLFDWLRQV
*RXOG+  ³6DQVNULWL]DWLRQDQG:HVWHUQL]DWLRQ$'\QDPLF9LHZ´LQ+
*RXOG 7KH +LQGX &DVWH 6\VWHP 9ROXPH  &DVWH $GDSWLDWLRQ LQ
0RGHUQL]LQJ,QGLDQ6RFLHW\'HOKL&KDQDN\D3XEOLFDWLRQV
*UXQLQJ-:  (DVWHUQ%HQJDODQG$VVDP'LVWULFW*D]HWWHHUV-DOSDLJXUL
$OODKDEDG
+D]DULND 6'   8QUHVW DQG 'LVSODFHPHQW 5DMEDQVKLV LQ 1RUWK %HQJDO
5HIXJHH:DWFKZHEVLWHKWWSZZZVDIKURUJUHIXJHHBZDWFKBKWP
+XQWHU::  $6WDWLVWLFDO$FFRXQWRI%HQJDO'HOKL
-DIIUHORW &   6DQVNULWL]DWLRQ YV (WKQLFL]DWLRQ $VLDQ 6XUYH\ 
6HSWHPEHU  
-DIIUHORW&  &DVWH3ROLWLFVLQ1RUWK:HVWDQG6RXWK,QGLDEHIRUH0DQGDO
7KH/RZ&DVWH0RYHPHQWV%HWZHHQ6DQVNULWLVDWLRQDQG(WKQLFLVDWLRQ
LQ,QGLD¶V6LOHQW5HYROXWLRQ´7KH5LVHRIWKH/RZHU&DVWHVLQ1RUWK
,QGLD1HZ<RUN&ROXPELD8QLYHUVLW\3UHVV'HOKL3HUPDQHQW%ODFN
SDJHQXPEHUVWDNHQIURPYHUVLRQSRVWHGRQZHEKWWSZZZQGHGX
aNHOORJJZHLQHUKWPO
-DPDQDGDV .   6DIURQL]DWLRQ +,QXGL]DWLRQ RU %UDKPLQL]DWLRQ 'DOLW
)RUXPZZZDPEHGNDURUJMDPDQDGDV+LQXGL]DWLRQKWP
-LYKD

  7KH 6DQVNULWL]DWLRQ RI ,QGLD 2FWREHU  
KWWSZZZMLYKDFRPEORJDUFKLYHVWKHVDQVNULWL]DWLRQ
RILQGLDKWPO

.DUOVVRQ%*  &RQWHVWHG%HORQJLQJ±$Q,QGLJHQRXV3HRSOH¶V6WUXJJOH
IRU)RUHVWDQG,GHQWLW\LQ6XE+LPDOD\DQ%HQJDO/XQG0RQRJUDSKLQ
6RFLDO$QWKURSRORJ\'HSDUWPHQWRI6RFLRORJ\/XQG8QLYHUVLW\
.ROHQGD 3   &DVWH LQ &RQWHPSRUDU\ ,QGLD %H\RQG 2UJDQLF 6ROLGDULW\
3URVSHFW+HLJKWV:DYHODQG3UHVV,QF



'U0DUJRW:LOVRQ

.XPDU%%  7KH7ULEH&DVWH&RQWLQXXP-RXUQDORI$VWKD%KDUDWL  
KWWSZZZDVWKDEKDUDWLRUJ'LDB-XO\EENKWP DFFHVVHG $XJXVW

.XPDU%%  1RUWK(DVW,QGLD&ULVLVRI3HUFHSWLRQDQG&UHGLEOH$FWLRQ
-RXUQDO RI $VWKD %KDUDWL 'LDORJXH 4XDUWHUO\     
ZZZQHQDQHZVFRPQHKWP
/\QFK2  7KH3ROLWLFVRI8QWRXFKDELOLW\1HZ<RUN&ROXPELD8QLYHUVLW\
3UHVV UHIHUHQFHGLQ.ROHQGD
0DQGHOEDXP'*  6RFLHW\LQ,QGLD%HUNHOH\8QLYHUVLW\RI&DOLIRUQLD
3UHVV
0XNKHUMHH%  &DVWH5DQNLQJ$PRQJWKH5DMEDQVKLVLQ1RUWK%HQJDO,Q
$QWKURSRORJ\ RQ WKH 0DUFK %DOD 5DWQDP HG  0DGUDV 7KRPSVRQ
DQG&R3ULYDWH/WG
0XNKHUMHH67KH6RFLDO5ROHRID&DVWH$VVRFLDWLRQ,QGLDQ(FRQRPLF6RFLDO
+LVWRU\5HYLHZ
3HDUFH 7 +   :HEHU¶V 6WXG\ RI WKH +LQGX (WKLF DQG WKH &DVWH 6\VWHP
5(/:RUOG5HOLJLRQV6SULQJKWWSZZZPFPDULFRSDHGX
aSHDUFHSGIVFDVWHSGI
3KXOH-  6ODYHU\²&ROOHFWHG:RUNVRI0DKDWPD-RWLUDR3KXOH%RPED\
*RYHUQPHQWRI+DKDUDVKWUD
5LVOH\++  ,QWURGXFWRU\(VVD\&DVWHLQ5HODWLRQWR0DUULDJHLQ7ULEHV
DQG &DVWHV RI %HQJDO (WKQRJUDSKLF *ORVVDU\ &ODFXWWD )LUPD
0XNKRSDGK\D\
5R\0  6RPH1RWHVRQWKH5DMEDQVL-RXUQDORI$VLDWLF6RFLHW\RI%HQJDO
/;;,,,  
5R\%DUPD+.  .RFK%LKDUHU,WLKDV LQ%HQJDOL 6HFRQGHGLWLRQ&RRFK
%HKDU
6DQ\DO&&  7KH5DMEDQVKLVRI1RUWK%HQJDO$VLDWLF6RFLHW\RI%HQJDO

6DWWDU $   7KH 5DMEDQVLV ,Q ,Q WKH 6\OYDQ 6KDGRZV 'KDND %DQJOD
$FDGHP\
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6HQJXSWD 6   $QWKURSRORJLFDO 6WXGLHV DPRQJ WKH .RFK 3RSXODWLRQ RI
*XDOSDUD 'LVWULFW $VVDP %XOOHWLQV HW 0HPRULHV GH OD 6RFLHWH
G¶$QWKURSRORJLHGH3DULV1RXYHOOH6HULH  
6ULQLYDV01  5HOLJLRQDQG6RFLHW\DPRQJWKH&RRUJVRI6RXWK,QGLD
/RQGRQ2[IRUG8QLYHUVLW\3UHVV
6ULQLYDV 0 1   6RFLDO &KDQJH LQ 0RGHUQ ,QGLD %HUNHOH\ DQG /RV
$QJHOHV&$8QLYHUVLW\RI&DOLIRUQLD3UHVV
6WDQIRUG (QF\FORSHGLD RI 3KLORVRSK\ KWWSSODWRVWDQIRUG HGXHQWULHVLGHQWLW\
SROLWLFVDFFHVVHG-XO\
7RXOPLQ0  5HFRQVWUXFWLQJOLQJXLVWLFKLVWRU\LQDGLDOHFWFRQWLQXXP7KH
.DPWD5DMEDQVKLDQG1RUWKHUQ'HVKL%DQJODVXEJURXSRI,QGR$U\DQ
$XVWUDOLDQ1DWLRQDO8QLYHUVLW\'LJLWDO&ROOHFWLRQKWWSKGOKDQGOHQHW

7\ORU 6   ,QGLD $Q $QWKURSRORJLFDO 3HUVSHFWLYH :DYHODQG 3UHVV UHSULQW

:HEHU0  7KH5HOLJLRQRI,QGLD1HZ<RUN)UHH3UHVV
;D[D9  7UDQVIRUPDWLRQRI7ULEHVLQ,QGLD7HUPVRI'LVFRXUVH(FRQRPLF
DQG3ROLWLFDO:HHNO\  

:RUN6DWLVIDFWLRQDQG(PSOR\HH7XUQRYHU
,QWHQWLRQV$Q(PSLULFDO6WXG\
'U0RKG+5-RDUGHU
0RKDPPDG$$VKUDI 

$%675$&7
7KHUH KDV EHHQ D WKHRUHWLFDO SUHVXPSWLRQ LQ +50 WKDW MRE VDWLVIDFWLRQ DQG
HPSOR\HHWXUQRYHULQWHQWLRQDUHQHJDWLYHO\FRUUHODWHG%DVHGRQWKLVSUHPLVHRI
DUJXPHQWEXVLQHVVOHDGHUVDVSLUHWRHQVXUHRSWLPDOMREVDWLVIDFWLRQZKLFKLVDNH\
WR WKH VXFFHVV RI DQ\ EXVLQHVV WKDW UHOLHV RQ D YDULHW\ RI RUJDQL]DWLRQDO DQG
SV\FKRHFRQRPLF IDFWRUV 7KLV VWXG\ ZDV FRQGXFWHG LQ WKH IDVWJURZLQJ
*UDPHHQSKRQH *3  OLPLWHG ZKLFK LV WKH ODUJHVW PRELOH SKRQH FRPSDQ\ LQ
%DQJODGHVK 7KH IDFWRUV LH LQGHSHQGHQW YDULDEOHV DUH FRPSHQVDWLRQ SDFNDJH
VXSHUYLVLRQ FDUHHU JURZWK WUDLQLQJ DQG GHYHORSPHQW ZRUNLQJ DWPRVSKHUH
FRPSDQ\OR\DOW\DQGSHUIRUPDQFHDSSUDLVDO7KHUHVXOWVKRZVWKDWWUDLQLQJDQG
SHUIRUPDQFH DSSUDLVDO ZRUN DWPRVSKHUH FRPSHQVDWLRQ SDFNDJH VXSHUYLVLRQ
DQGFRPSDQ\OR\DOW\DUHWKHNH\IDFWRUVWKDWSRVLWLYHO\LQIOXHQFHMREVDWLVIDFWLRQ
ZKLFKLQWXUQUHGXFHHPSOR\HHV¶WXUQRYHU7KHVWXG\DOVRILQGVWKDWWKHHPSOR\HHV
RI WKLV FRPSDQ\ SRVVHVV WKH DERYH DW WKH PRGHUDWH OHYHO DQG SRVLWLYH DWWLWXGH
WRZDUGVZRUNVDWLVIDFWLRQZKLFKFDXVHVORZHUWXUQRYHULQFLGHQFH
.H\ZRUGV 0RELOHSKRQH FRPSDQ\ -RE VDWLVIDFWLRQ (PSOR\HH WXUQRYHU
LQWHQWLRQV

,QWURGXFWLRQ
7KHUHDUHYHU\IHZRUJDQL]DWLRQVWRGD\WKDWPD\QRWDJUHHZLWKWKHSUHPLVHWKDW
KXPDQUHVRXUFHVDUHWKHPRVWLPSRUWDQWDVVHWVRIDQ\RUJDQL]DWLRQZKLFKHQVXUHV
VLJQLILFDQWFRPSHWLWLYHDGYDQWDJHIRUWKHRUJDQL]DWLRQV 6]DPRVL ,QOLQH
ZLWK WKLV RWKHU VFKRODUV HPSKDVL]HG WKH LPSRUWDQFH RI KXPDQ UHVRXUFHV DV
$VVLVWDQW3URIHVVRU6FKRRORI%XVLQHVV (FRQRPLFV8QLWHG,QWHUQDWLRQDO8QLYHUVLW\'KDND
3K'VWXGHQWVLQWKH&ROOHJHRI%XVLQHVV8QLYHUVLWL8WDUD0DOD\VLD0DOD\VLD

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



HPSOR\HHVDUHH[WUHPHO\FUXFLDOWRWKHRUJDQL]DWLRQDQGWKHYDOXHWKH\SURGXFHLV
HVVHQWLDOO\ LQWDQJLEOH ZKLFK LV QRW HDVLO\ UHSOLFDWHG 6ORYHQ  %RQWLV  
7KHUHIRUHUHWHQWLRQRISURGXFWLYHZRUNIRUFHLVRQHRIWKHWRSPRVWSULRULWLHVIRU
RUJDQL]DWLRQDOVXFFHVVLQWRGD\¶VFRPSHWLWLYHEXVLQHVVHQYLURQPHQW7KHVWXG\RI
HPSOR\HH¶V MRE VDWLVIDFWLRQ DQG LWV HIIHFWV RQ WKHLU LQWHQWLRQV WR OHDYH WKH
RUJDQL]DWLRQKDVEHHQRIFRQFHUQDQGRILQWHUHVWWRRUJDQL]DWLRQDOPDQDJHUVDQG
UHVHDUFKHUV VLQFH +RSSRFN¶V ILUVW VWXG\ RI WKH WRSLF LQ  6WXGLHV KDYH
XQHDUWKHGWKDWWKHODFNRIVDWLVIDFWLRQFDQKDYHVHYHUHFRQVHTXHQFHV2QHLVWKH
LQWHQWWRWXUQRYHU 3RUWHU 6WHHUV ZKLFKFDQSDYHWKHZD\WRWKHVHFRQG
WKH DFWXDO WXUQRYHU HYHQW /DPEHUW HW DO   7KLV LPSOLHV WKDW WXUQRYHU
LQWHQWLRQPD\KDYHDGRPLQRHIIHFWRQRWKHUKXPDQUHVRXUFHFRQFHUQVLQFOXGLQJ
TXDOLW\RIVHUYLFHSURGXFWLYLW\DQGXOWLPDWHO\RYHUDOORUJDQL]DWLRQDOVXFFHVV 7HVW
HW DO   7KHVH FRQVHTXHQFHV PD\ OHDG WR FRVWO\ WUDLQLQJ DQG UHFUXLWPHQW
LVVXHVDQGLQDGGLWLRQPD\DJJUDYDWHVHUYLFHGHOLYHU\DQGSURGXFWLYLW\ 0H\HU 
$OOHQ 6LQFHMREVDWLVIDFWLRQDQGWXUQRYHUDUHNH\IDFWRUVLQRUJDQL]DWLRQDO
HIIHFWLYHQHVV 6RZDHWDO XQGHUVWDQGLQJKRZWRSUHYHQWWKHVHLQFLGHQWVLV
ZK\ RUJDQL]DWLRQDO OHDGHUV DQG UHVHDUFKHUV YLH IRU NQRZLQJ PRUH DERXW WKH
FRQVWUXFWV RI MRE VDWLVIDFWLRQ DQG WXUQRYHU LQWHQWLRQ DQG WKHLU SRWHQWLDO
UHODWLRQVKLS
3DUWLFLSDWLRQ RI ZRUNIRUFH LQ FRUSRUDWH VHFWRU RI %DQJODGHVK KDV EHHQ JURZLQJ
VLQFHHDUO\V ,VODPHWDO 2SHQPDUNHWSROLFLHVRIWKHJRYHUQPHQWDQG
WKH KXJH PDUNHW YROXPH KDYH HDVHG WR DWWUDFW LQWHUQDWLRQDO JLDQWV LQ
WHOHFRPPXQLFDWLRQ LQGXVWU\ WR LQYHVW LQ %DQJODGHVK 3DUWLFXODUO\ WKH UHFHQW
JURZWK RI WKH PRELOH SKRQH VHFWRU LV DVWRXQGLQJ 6LQFH WKH ODVW KDOI WKH V
%DQJODGHVKRQHRIWKHPRVWGHQVHO\SRSXODWHGFRXQWULHVRIWKHZRUOGKDVEHFRPH
DIHUWLOHODQGRIPRPHQWRXVJURZWKRIPRELOHWHOHFRPPXQLFDWLRQRUJDQL]DWLRQV$
FRXQWU\ZLWKDSRSXODWLRQRIPLOOLRQLQKDELWDQWV :RUOG)DFW%RRN DQG
FRQWLQXHGHFRQRPLFJURZWKDSSHDUVWREHDKLJKO\OXFUDWLYHPDUNHWERWKIRUWKH
PRELOH SKRQH RSHUDWRUV DQG QHWZRUN V\VWHP PDQXIDFWXUHUV $ UHFHQW PDUNHW
VXUYH\ FRQGXFWHG E\ D 6ZHGLVK UHVHDUFK LQVWLWXWH UHYHDOV %DQJODGHVK WR EH WKH
ELJJHVWSRWHQWLDOWHOHFRPPDUNHWLQ$VLDDIWHU&KLQDDQG,QGLD VHH+DVDQ 
,QDQGWKHFHOOXODUSKRQHEXVLQHVVJUHZLQ%DQJODGHVKDWWKHUDWHRI
SHUFHQWDQGSHUFHQWUHVSHFWLYHO\ $KPHG %HWKDWDVLWPD\FRUSRUDWH
FXOWXUDO HQYLURQPHQW DV ZHOO DV NHHQ ODERU PDUNHW FRPSHWLWLYHQHVV KDV EHHQ
IRUJLQJLWVVHPLQDOVKDSHLQ%DQJODGHVKWKDWFUHDWHVKXJHZRUNVFRSHIRUHGXFDWHG
\RXQJSHRSOHKDYLQJGHJUHHLQEXVLQHVVDGPLQLVWUDWLRQWRJHWKHUZLWK,QIRUPDWLRQ



'U0RKG+5-RDUGHU 0RKDPPDG$$VKUDI

7HFKQRORJ\ ,7  OLWHUDF\ 7KLV FRPSHWLWLRQ KDV SDYHG WKH VPRRWK QLFKH IRU WKH
HPSOR\HHV WR VZLWFK WKH MRE LQ RUGHU WR KXQW IRU EHWWHU RSSRUWXQLWLHV LQ RWKHU
VLPLODUFRPSDQLHV(PSOR\PHQWWXUQRYHUDQGMREVDWLVIDFWLRQDSSUDLVDOVDUHWKXV
DWWKHKXERIWKHFRUSRUDWHSROLF\FRQFHUQVLQ%DQJODGHVKWRGD\
7KHSULPHWKUXVWRIWKLVSDSHULVWKHUHIRUHWRLGHQWLI\WKHIDFWRUVUHVSRQVLEOHIRU
WXUQRYHULQWHQWLRQVRIWKHHPSOR\HHVRIDPRELOHSKRQHFRPSDQ\LQ%DQJODGHVK
7KLV REMHFWLYH KDV EHHQ DFKLHYHG E\ HPSOR\LQJ D PHGLDWRU YDULDEOH RI MRE
VDWLVIDFWLRQ ZKLFK VXEVHTXHQWO\ LPSDFWV RQ WKH WXUQRYHU LQWHQWLRQ RI WKH
HPSOR\HHV RI WKH PXOWLQDWLRQDO PRELOH SKRQH FRUSRUDWLRQ RI *UDPHHQSKRQH
ZKLFKZDVVXUYH\HGGXULQJWKHPRQWKRI-XQHWR'HFHPEHULQ

/LWHUDWXUH5HYLHZ
-RE VDWLVIDFWLRQ UHIHUV WR DQ LQGLYLGXDO¶V JHQHUDO DWWLWXGHV WRZDUGV KHUKLV
HPSOR\PHQW +XDQJ2VWURII /RFNH  LVDOVRVXFFLQFWLQWKLV
UHJDUG DV HPSOR\HHV¶ ZRUN VDWLVIDFWLRQ FRQVLVWV RI D SOHDVXUDEOH RU SRVLWLYH
SV\FKRORJLFDO VWDWH UHVXOWLQJ IURP WKH DSSUDLVDO RI RQH¶V ZRUN DQG ZRUN
H[SHULHQFH+RZHYHUZKHQSHRSOHVSHDNRIHPSOR\HHDWWLWXGHVWKH\RIWHQPHDQ
HPSOR\HHV¶ ZRUN VDWLVIDFWLRQ 5REELQV   7KLV DWWLWXGH LV LQ IDFW IRUPHG
RYHU D SHULRG RI WLPH DV HPSOR\HHV DFTXLUH LQGHSWK LQIRUPDWLRQ DERXW WKH
ZRUNSODFH
$VWXG\RIHPSOR\HHMREVDWLVIDFWLRQDQGLWVFRQVHTXHQWLDOHIIHFWVRQWKHWXUQRYHU
LQWHQWLRQVLVQRWULJRURXVO\GRQHLQWKHFRUSRUDWHVHFWRUVLQ%DQJODGHVK<HWIHZ
DWWHPSWVDUHZRUWKQRWLQJ,VODPDQG6DKD  KDYHHYDOXDWHGMREVDWLVIDFWLRQ
RI EDQN RIILFHUV LQ %DQJODGHVK 7KH\ IRFXV RQ WKH UHODWLYH LPSRUWDQFH RI WKH
IDFWRUV GHWHUPLQLQJ MRE VDWLVIDFWLRQ DQG WKHLU LPSDFW RQ WKH RYHUDOO MRE
VDWLVIDFWLRQ7KHUHVXOWVKRZVWKDWVDODU\HIILFLHQF\LQZRUNIULQJHVXSHUYLVLRQ
DQG FRZRUNHU UHODWLRQ DUH WKH PRVW LPSRUWDQW IDFWRUV FRQWULEXWLQJ MRE
VDWLVIDFWLRQ+RZHYHUWKH\GRQRWIRFXVRQZKHWKHUWKRVHIDFWRUVDUHUHVSRQVLEOH
IRUHPSOR\HHVWROHDYHWKHRUJDQL]DWLRQ+XDQJ  DQDO\]HVWKHMREURWDWLRQ
SUDFWLFHWKDWDIIHFWVHPSOR\HHV¶DWWLWXGHWRZDUGVWKHLUZRUN8VLQJGDWDREWDLQHG
IURPWZHQW\RQH7DLZDQ¶VODUJHFRPSDQLHVWKHDXWKRUKLJKOLJKWVWKHVLJQLILFDQW
HIIHFW RI MRE URWDWLRQ RQ HPSOR\HHV¶ ZRUN VDWLVIDFWLRQ DQG WUDLQLQJ HYDOXDWLRQ
7KHUH KDV EHHQ DQ DPSOH HPSLULFDO HYLGHQFH RI WKH SURYHQ OLQNV EHWZHHQ
DJJUHJDWHZRUNVDWLVIDFWLRQDQGRUJDQL]DWLRQDOSURGXFWLYLW\6KLSWRQHWDO  
LQYHVWLJDWH WKH QH[XV EHWZHHQ DJJUHJDWH ZRUN VDWLVIDFWLRQ DQG RUJDQL]DWLRQDO

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



LQQRYDWLRQ%DVHGRQDVDPSOHRIPDQXIDFWXULQJFRPSDQLHVLQWKH8.WKHUHVXOWV
UHYHDO WKDW DJJUHJDWH ZRUN VDWLVIDFWLRQ LV D VLJQLILFDQW SUHGLFWRU RI VXEVHTXHQW
RUJDQL]DWLRQDOLQQRYDWLRQDQGSURILWDELOLW\
(PSOR\HHWXUQRYHUKDVUHFHLYHGDYDVWDPRXQWRIDWWHQWLRQIURPERWKDFDGHPLFV
DQGRUJDQL]DWLRQDOPDQDJHUV 7RQ +XFNPDQ DQGLWLVPDLQO\DFRQFHUQ
WR WKH SURIHVVLRQDOV RI KXPDQ UHVRXUFH GHSDUWPHQW WR GHYHORS KXPDQ H[SHUWLVH
3HWHUVRQ +RZHYHUWKHOLWHUDOPHDQLQJRIWKHWHUPµWXUQRYHU¶LVGHILQHGDV
WKHUDWLRRIWKHQXPEHURIRUJDQL]DWLRQDOPHPEHUVZKRKDYHOHIWGXULQJWKHSHULRG
EHLQJ FRQVLGHUHG GLYLGHG E\ WKH DYHUDJH QXPEHU RI SHRSOH LQ WKDW RUJDQL]DWLRQ
GXULQJ WKDW VSHFLILF SHULRG 7RQ  +XFNPDQ  3ULFH   +RZHYHU WKH
ZLGHO\ DFFHSWHG GHILQLWLRQ RI HPSOR\HH WXUQRYHU LV WKH HPSOR\HHV ZLOOLQJO\
WHUPLQDWHWKHUHODWLRQVKLSZLWKWKHRUJDQL]DWLRQIRUWKHEHQHILWVRIIHUHGE\RWKHU
RUJDQL]DWLRQ$FFRUGLQJWRWKHGHILQLWLRQRI$EEDVLDQG+ROOPDQ  WXUQRYHU
LV WKH ³URWDWLRQ RI ZRUNHUV DURXQG WKH ODERU PDUNHWV EHWZHHQ ILUPV MREV DQG
RFFXSDWLRQV DQG EHWZHHQ WKH VWDWHV RI HPSOR\PHQW DQG XQHPSOR\PHQW´ 7KH\
IRFXVRQWKHHPSOR\HH¶VPRYHPHQWIURPRQHILUPWRDQRWKHUIURPRQHRFFXSDWLRQ
WR DQRWKHU RU VRPHWLPHV WKH\ PRYH RXW ZLWKRXW DQ\ MRE +RZHYHU WKH EDVLF
GHILQLWLRQ RI WXUQRYHU LV JLYHQ E\ 3ULFH   LH WKH PRYHPHQW RI PHPEHUV
DFURVVWKHERXQGDU\RIDQRUJDQL]DWLRQ
7XUQRYHULQWHQWLRQLVGHILQHGDVHPSOR\HH¶VYROXQWDU\FHVVDWLRQRIPHPEHUVKLSRI
DQRUJDQL]DWLRQ 0RUUHOOHWDO DQGLW¶VWKHLUIUHHGRPWKDWWKH\FDQOHDYHWKH
RUJDQL]DWLRQIRUDQ\UHDVRQVVXFKDVZRUNHQYLURQPHQWDOIDFWRUVFDUHHULVVXHVRU
PD\ EH LQIOXHQFHG E\ WKH H[WHUQDO RSSRUWXQLWLHV ,Q WKH WXUQRYHU OLWHUDWXUH
WXUQRYHULQWHQWLRQKDVEHHQFLWHGDVWKHGHJUHHRIH[WHQWWKDWDQHPSOR\HHLQWHQGV
WR WHUPLQDWH KLV RU KHU HPSOR\PHQW UHODWLRQVKLS ZLWK WKH FXUUHQW RUJDQL]DWLRQ
.LP 3ULFH 0XHOOHU  :DWVRQ   ,Q RWKHU ZRUGV UHVHDUFKHUV H[SODLQHG
WXUQRYHU LQWHQWLRQ DV DQ LQGLYLGXDO¶V RZQ HVWLPDWHG SUREDELOLW\ WKDW WKH\ DUH
SHUPDQHQWO\OHDYLQJWKHRUJDQL]DWLRQDWVRPHSRLQWLQWKHQHDUIXWXUH 9DQGHQEHUJ
1HOVRQ 0DQ\VFKRODUVYLHZHGHPSOR\HHWXUQRYHULQWHQWLRQDVWKHEHVW
SUHGLFWRU RI WKH DFWXDO OHDYLQJ RU WXUQRYHU EHKDYLRU %OXHGRUQ  6WHHO 
2YDOOH*ULIIHWK +RP7HWW 0H\HU DQGLQRUGHUWRUHGXFH
WKHDFWXDOWXUQRYHUWKHLGHQWLILFDWLRQRIWKHDVVRFLDWHGIDFWRUVZLWKWKHWXUQRYHU
LQWHQWLRQV LV KRZHYHU LQGLVSHQVDEOH 0DHUW]  &DPSLRQ   ,Q WKLV VWXG\
KRZHYHUWKHHPSOR\HHMREVDWLVIDFWLRQKDVEHHQXVHGDVWKHPRGHUDWLQJYDULDEOH
ZKLFKGLUHFWO\DIIHFWVWKHHPSOR\HHGHFLVLRQWROHDYHWKHRUJDQL]DWLRQ



'U0RKG+5-RDUGHU 0RKDPPDG$$VKUDI

)RU WKH SDVW FHQWXU\ HPSOR\HH WXUQRYHU KDV EHHQ RI NHHQ LQWHUHVW IRU ERWK
PDQDJHUV DQG UHVHDUFKHUV /DPEHUW HW DO   ZKR IRFXV RQ WKH HIIHFW RI
HPSOR\HH ZRUN VDWLVIDFWLRQ RQ WXUQRYHU LQWHQW LQ $PHULFDQ RUJDQL]DWLRQV 7KH
UHVXOWVLQGLFDWHWKDWWKHZRUNHQYLURQPHQWLVPRUHLPSRUWDQWLQVKDSLQJZRUNHUV¶
RYHUDOOVDWLVIDFWLRQWKDQDUHGHPRJUDSKLFFKDUDFWHULVWLFVDQGWKHZRUNVDWLVIDFWLRQ
LVDKLJKO\VDOLHQWDQWHFHGHQWRIWXUQRYHULQWHQW6LPLODUHPSLULFDOLQYHVWLJDWLRQ
KDVEHHQFDUULHGRXWE\$EUDKDP  ZKRH[DPLQHVWKHUHODWLRQVKLSEHWZHHQ
GLIIHUHQWLDOLQHTXLW\ZRUNVDWLVIDFWLRQDQGLQWHQWLRQWRWXUQRYHUDQGRIVHOIHVWHHP
LQWKH8QLWHG6WDWHV6LJQLILFDQWUHODWLRQVKLSVEHWZHHQDJHLQHTXLW\DQGHPSOR\HH
VDWLVIDFWLRQDQGEHWZHHQFRPSDQ\LQHTXLW\DQGWRWXUQRYHUDUHIRXQG6LPVDQG
*DOHQ   LQVSHFW WKH LQIOXHQFH RI HWKLFDO ILW RQ HPSOR\HH DWWLWXGHV ZRUN
VDWLVIDFWLRQ DQG LQWHQWLRQV WR WXUQRYHU (WKLFDO ILW LV IRXQG WR EH VLJQLILFDQWO\
UHODWHG WR WXUQRYHU LQWHQWLRQV DQG FRPPLWPHQW EXW QRW WR HPSOR\HH ZRUN
VDWLVIDFWLRQ $QRWKHU VWXG\ KDV EHHQ GRQH E\ 3RUWHU HW DO   WKDW HQTXLUHV
DERXW RUJDQL]DWLRQDO FRPPLWPHQW ZRUN VDWLVIDFWLRQ RI WKH HPSOR\HHV DQG
WXUQRYHU DPRQJ SV\FKLDWULF WHFKQLFLDQV 5HVXOWV LQGLFDWH WKDW VLJQLILFDQW
UHODWLRQVKLSVH[LVWEHWZHHQDWWLWXGHVDQGWXUQRYHU7HWWDQG0H\HU  DQDO\]H
WKH UHODWLRQVKLS EHWZHHQ WKH VDWLVIDFWLRQ RI WKH HPSOR\HHV FRPPLWPHQW DQG
WXUQRYHU LQWHQWLRQ )LQGLQJV UHYHDO WKDW VDWLVIDFWLRQ DQG FRPPLWPHQW HDFK
FRQWULEXWHLQGHSHQGHQWO\WRWKHSUHGLFWLRQLQWHQWLRQDQGLQWHQWLRQVDUHSUHGLFWHG
PRUHVWURQJO\E\VDWLVIDFWLRQWKDQE\FRPPLWPHQW
6DWLVIDFWLRQLVPXOWLGLPHQVLRQDO /RFNH DQGZRUNVDWLVIDFWLRQFRQFHUQVWKH
PRGHUDWLQJHIIHFWVRIIDFHWLPSRUWDQFH 5LFHHWDO :RUNLVDOVRFRUUHODWHG
ZLWKPHWDDQDO\VLVRIOLIHVDWLVIDFWLRQDQGFRUUHODWLRQLVPRUHLQWKHFDVHRIIHPDOH
ZRUNHUV 7DLW HW DO   1HYHUWKHOHVV HQYLURQPHQW DQG JHQHWLF FRPSRQHQWV
FDXVH YDULDWLRQ RI ZRUN VDWLVIDFWLRQ 0DQ\ HPSLULFDO UHVHDUFKHV $UYH\ HW DO
 UHYHDOWKDWLQWKHVWXG\DUHDRI0LQQHDSROLV86$DERXWSHUFHQWRIWKH
REVHUYHGYDULDQFHLQJHQHUDOZRUNVDWLVIDFWLRQLVGXHWRJHQHWLFIDFWRUV7KHVWXG\
LVGRQHRQPRQR]\JRWLFWZLQSDLUVZKRKDGEHHQUHDUHGDSDUW7KHSULPHWKUXVW
IRU WKLV SUHVHQW VWXG\ LV WR LQYHVWLJDWH IDFWRUV LQIOXHQFLQJ WKH FRUSRUDWH ZRUN
VDWLVIDFWLRQ ZKLFK FDQ VXEVHTXHQWO\ LPSDFW RQ HPSOR\HH WXUQRYHU LQWHQWLRQ
DPRQJHPSOR\HHVLQDPRELOHSKRQHFRPSDQ\LQ%DQJODGHVK
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0HWKRGRORJ\
&RQFHSWXDO)UDPHZRUN
7KLVVWXG\LQYHVWLJDWHGWKHIDFWRUVDIIHFWLQJFRUSRUDWHHPSOR\HHZRUNVDWLVIDFWLRQ
RI WKH PHDVXUHG YDULDEOHV DQG WKH FDXVH DQG HIIHFW UHODWLRQVKLS EHWZHHQ ZRUN
VDWLVIDFWLRQ DQG HPSOR\HH WXUQRYHU LQWHQWLRQ $OWRJHWKHU VHYHQ LQGHSHQGHQW
GHWHUPLQDQWVUHODWHGWRERWKKXPDQUHVRXUFHDQGRUJDQL]DWLRQDOIDFWRUVKDYHEHHQ
LGHQWLILHGWKDWDUHOLNHO\WRDIIHFWWKHHPSOR\HHV¶ZRUNVDWLVIDFWLRQZKLFKIRFXVHV
RQ HPSOR\HHV¶ SHUFHSWLRQ RI KRZ WKHLU ZRUN JLYHV VRPHWKLQJ LPSRUWDQW DV DQ
H[SUHVVLRQRIVDWLVIDFWRU\IHHOLQJ 1DULPDZDWL 5HVHDUFKHUV *LEVRQHWDO
 KDYHLGHQWLILHGILYHGLPHQVLRQVRIZRUNVDWLVIDFWLRQWKDWLQFOXGHVVDODU\RU
FRPSHQVDWLRQ SDFNDJH VXSHUYLVLRQ ZRUN DWPRVSKHUH SURPRWLRQ RU FDUHHU
JURZWKDQGSDUWQHU,QDGGLWLRQWRWKRVH H[FHSWSDUWQHU WKLVVWXG\LQFOXGHVWKUHH
PRUH GLPHQVLRQV VXFK DV WUDLQLQJ DQG GHYHORSPHQW FRPSDQ\ OR\DOW\ DQG
SHUIRUPDQFHDSSUDLVDOLQRUGHUWRGHWHUPLQHWKHRYHUDOOOHYHORIZRUNVDWLVIDFWLRQ
RIWKHHPSOR\HHVLQDPRELOHSKRQHFRPSDQ\LQ%DQJODGHVK
)LJXUH&RQFHSWXDO0RGHOIRU-RE6DWLVIDFWLRQDQG7XUQRYHU,QWHQWLRQRI
WKH(PSOR\HHVZRUNLQJDW*UDPHHQSKRQH%DQJODGHVK/LPLWHG
&RPSHQVDWLRQ3DFNDJH &3
6XSHUYLVLRQ 68
&DUHHU*URZWK &*
7UDLQLQJ 'HYHORSPHQW 7'

-RE6DWLVIDFWLRQ

7XUQRYHU
,QWHQWLRQ

:RUN$WPRVSKHUH :$
&RPSDQ\/R\DOW\ &/
3HUIRUPDQFH$SSUDLVDO 3$

,QWKHFRQWH[WRIHPSOR\HHVDWLVIDFWLRQDQGWXUQRYHUPDQ\VWXGLHV *ULIIHWKHWDO
0REOH\HWDO ILQGWKDWVDODU\RUSD\SDFNDJHKDVOLWWOHLPSDFWRQWKH
VDWLVIDFWLRQWXUQRYHU UHODWLRQVKLS EXW FRPSHQVDWLRQ SDFNDJH LV WKH PRVW
LPSRUWDQW PRWLYDWLRQDO IDFWRUV IRU WKH HPSOR\HHV LQ WKH FRQWH[W RI WKH 8QLWHG
.LQJGRP¶VDQG%DQJODGHVKLRUJDQL]DWLRQV VHHHJ0DUWLQ,VODP 6DKD
  $EEDVL DQG +ROOPDQ  )LUWK HW DO  0DQR1HJULQ DQG 6KH\
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 &RPSDQLHVRIWHQSURYLGHYDULRXVSD\SDFNDJHVIRUWKHLUHPSOR\HHVWRVWD\
LQWKHRUJDQL]DWLRQ ,GVRQ )HDVWHU 7KHVHLQFOXGHVSHFLDOSD\SUHPLXPV
VWRFNRSWLRQVRUERQXVHVLQFHQWLYHVSURILWVKDULQJHWF7KXVLWFDQEHVDLGWKDWWKH
FRPSHQVDWLRQSDFNDJHKDVDVWURQJLQIOXHQFHRQHPSOR\HHZRUNVDWLVIDFWLRQDV
ZHOO DV WXUQRYHU LQWHQWLRQ RI WKH HPSOR\HH 6LJQLILFDQW DUHDV WKURXJKRXW WKH
OLWHUDWXUHWKDWDUHPRVWRIWHQLQYHVWLJDWHGUHJDUGLQJZRUNVDWLVIDFWLRQDUHUHZDUGV
DQGVDODU\RUSD\SDFNDJH %R\HU+DJHGRUQ0DWLHU 
6XSHUYLVLRQLVDQRWKHUIDFWRUWKDWFRXOGLQGXFHORZHUZRUNVDWLVIDFWLRQZKLFKLQ
WXUQDIIHFWVLQWHQWLRQWRTXLWRUILQDOO\WXUQRYHU6FKRODU¶VYLHZLV 2QJRUL 
WKDW SRRU SHUVRQQHO SROLFLHV DV ZHOO DV SRRU VXSHUYLVRU\ SUDFWLFHV PD\ FDXVH
GLVVDWLVIDFWLRQ LQ WKH ZRUNSODFH WKDW OHDG WR KLJK ODERU WXUQRYHU  ,QVXIILFLHQW
LQIRUPDWLRQRQKRZWRSHUIRUPWKHMREDGHTXDWHO\XQFOHDUH[SHFWDWLRQVRISHHUV
DQGVXSHUYLVRUVPD\FDXVHOHVVVDWLVIDFWLRQZLWKWKHLUFDUHHUJURZWK6XSHUYLVRUV
DUH WKH PHQWRUV ZKR FDQ GLUHFW WKH ZRUNHUV LQ WKH ULJKW GLUHFWLRQ ,Q WKLV ZD\
VXSHUYLVLRQ HQKDQFHV RUJDQL]DWLRQDO FRPPLWPHQW :RUN VDWLVIDFWLRQ DQG
RUJDQL]DWLRQDO FRPPLWPHQW DUH FRQVLGHUHG WR EH UHODWHG EXW UHSUHVHQW
GLVWLQJXLVKDEOHDWWLWXGHV (ODQJRYDQ/XPHWDO 7KXVLWDSSHDUVWKDW
VXSHUYLVLRQ KDV D SRVLWLYH LQIOXHQFH RQ HPSOR\HH VDWLVIDFWLRQ DQG RQ WXUQRYHU
LQWHQWLRQ RI WKH HPSOR\HHV LQ WKH RUJDQL]DWLRQ 2UJDQL]DWLRQV WRGD\ HQFRXUDJH
WHDP EXLOGLQJ DQG JURXS RULHQWHG SURMHFW WKDW HQKDQFH FKDQFHV IRU PRUH
VRFLDOL]DWLRQ ERWK RQ DQG RII WKH MRE 7HDPZRUN LQFUHDVHV FRPPLWPHQW WR WKH
ZRUN XQLW¶V HIIRUWV DQG SURYLGHV LQWHJUDWHG EXLOGLQJ EORFN WR WKH RUJDQL]DWLRQ
3DUNHU   +HQFH KHDOWK\ VXSHUYLVLRQ FDQ PDNH WKH ZRUN SODFH WKH PRVW
HQMR\DEOHVDQFWXDU\IRUWKHHPSOR\HHVLQDQRUJDQL]DWLRQ
&UHDWLQJ D SRVLWLYH DQG XSEHDW ZRUN DWPRVSKHUH WKDW QXUWXUHV WUXVW DQG LPEXHV
ZRUNHUVZLWKDVHQVHRIFRPPRQSXUSRVHLVQRWHDV\ &DUQH\ $PRQJWKH
RUJDQL]DWLRQDO IDFWRUV ZRUN DWPRVSKHUH RU ZRUNLQJ HQYLURQPHQW LV WKH PRVW
LPSRUWDQWYDULDEOH3HRSOHOLNHDIULHQGO\SODFHWRZRUN7KHIULHQGO\IDFWRUGRHV
QRWUHTXLUHDODUJHLQYHVWPHQWDQGH[SHQVHEXWLWGRHVUHTXLUHWLPHDQGWKRXJKWIXO
FRQVLGHUDWLRQ (YLGHQFH VXJJHVWV WKDW HPSOR\HHV ZLOO EH VDWLVILHG ZLWK D
FRUSRUDWLRQWKDWFOHDUO\FRQVLGHUVDQGFDUHVIRUWKHLUSULRULWLHVDQGSUREOHPVDQG
JLYHLPSRUWDQFHWRWKHLUSHUVRQDODQGIDPLO\OLIH%XWLQWKHDEVHQFHRIRSHQQHVV
LQ VKDULQJ LQIRUPDWLRQ HPSOR\HH VDWLVIDFWLRQ DQG WKH FKDQFHV RI FRQWLQXLW\ RI
HPSOR\HHVDUHPLQLPDO
&DUHHUJURZWKRUSURPRWLRQLVWKXVFRQVLGHUHGWREHRQHRIWKHLPSRUWDQWUHDVRQV

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



IRUDIIHFWLQJHPRWLRQDOVWDWH /RFNH3RUWHUHWDO:LOOLDPV +D]HU
 RIWKHFRUSRUDWHHPSOR\HHVZKRIUHTXHQWO\GLVSOD\DSURSHQVLW\WROHDYHRU
VWD\LQWKHRUJDQL]DWLRQ 7RU 2ZHQ &DUHHUVDWLVIDFWLRQLQWKHSURMHFWV
DQGLWVUHVXOWVDUHLPSRUWDQWIRUDKLJKSHUIRUPDQFHMREPDUNHWPLOLHXLQZKLFK
HPSOR\HHVFDQDFKLHYHWKHLUSHUVRQDOJRDOVLQFDUHHUGHYHORSPHQW
5HDVRQDEO\ HQRXJK WUDLQLQJ DQG GHYHORSPHQW LV DQRWKHU GLPHQVLRQ WKDW WKH
HPSOR\HHV FDUH IRU FRQVLGHULQJ WR EH G\QDPLF DQG WR EH FRPSHWHQW LQ WKH MRE
PDUNHWIRUZKLFKZRUNVDWLVIDFWLRQIRUWKHFRUSRUDWHHPSOR\HHVFRXOGEHDIIHFWHG
+HQFH PRUH WUDLQLQJ DQG GHYHORSPHQWDO WDVNV VWLPXODWH VDWLVIDFWLRQ RI WKH
HPSOR\HHVDQGPRWLYDWHWKHHPSOR\HHVWRVWD\IRUORQJHULQWKHFRPSDQ\ &KDQJ
 
0DQDJHULDO EDFNJURXQG PD\ DIIHFW WKH FRPSDQ\ OR\DOW\ RI WKH FRUSRUDWH
HPSOR\HHV EHFDXVH PDQDJHU¶V P\RSLF YLVLRQ RIWHQ H[SHULHQFHV H[FHVVLYH
FKXUQLQJ ZKLFK PD\ HQG XS ZLWK DQ LQVXIILFLHQW QXPEHU RI TXDOLILHG SHRSOH
6RORPRQ   $V D UHVXOW WKH FRQFHSW RI HPSOR\HH OR\DOW\ DSSHDUV WR EH
FKDQJHGIRUHYHU $EEDVLDQG+ROOPDQ $EEDVLDQG+ROOPDQ  DUH
VXFFLQFWWRVD\DERXWWKHVHSHRSOHZKRPD\QRWEHDEOHWRJHWPRVWRXWRIWKRVH
ZKRVD\WKH\GRQRWIHHOYDOXHG)RUWKLVUHDVRQVXERUGLQDWHVPD\EHGLVOR\DODQG
WKLVGLVOR\DOW\PD\VKRZVLJQVRIGLPLQLVKHGHPSOR\HHZRUNVDWLVIDFWLRQDQGSRRU
SHUIRUPDQFH .RVV)HGHU &RQVHTXHQWO\LWFDXVHVZRUNHUVWRUHGXFHWKHLU
FRPPLWPHQWWRWKHRUJDQL]DWLRQDQGWRGLVDJUHHZLWKFRPSDQ\ZRUNUXOHVFUHDWH
WHQVLRQDQGFDXVHJHQHUDOIUXVWUDWLRQDQGGLVVDWLVIDFWLRQDPRQJWKHHPSOR\HHVRI
WKH RUJDQL]DWLRQ WKDW KDPSHUV SURGXFWLYLW\ DQG SHUIRUPDQFH +ROOPDQ DQG
$EEDVL 
6KDULQJ RI LQIRUPDWLRQ VKRXOG EH PDGH DW DOO OHYHOV RI PDQDJHPHQW 7KLV
DFFHVVLELOLW\RILQIRUPDWLRQZRXOGOHDGWRVWURQJSHUIRUPDQFHIURPWKHHPSOR\HHV
6ORYHODQG%RQWLV 7KHVPDUWHVWDQGPRVWWDOHQWHGHPSOR\HHVDUHWKHPRVW
PRELOHDQGWKHRQHVZKRDUHGLVSURSRUWLRQDWHO\PRUHOLNHO\WROHDYH :HLVDQG
/LQFROQ 3HUIRUPDQFHDSSUDLVDOLVDNH\WRSURYLGHLQFHQWLYHWRWKHWDOHQWHG
HPSOR\HHVWREHVDWLVILHGZLWKWKHFRPSDQ\2WKHUZLVHWKHORVVRINH\HPSOR\HHV
PD\QHJDWLYHO\LPSDFWWKHTXDOLW\DQGLQQRYDWLRQRIVHUYLFHVGHOLYHUHG$WWUDFWLYH
SHUIRUPDQFHDSSUDLVDOSROLF\RIWKHFRUSRUDWLRQDWWUDFWVHPSOR\HHVPRUHWRFRPH
DQGWRMRLQWKHFRPSDQ\7KLVRXWFRPHVWHPVIURPWKHUHVXOWRIVDWLVIDFWLRQRIWKH
HPSOR\HHV RI WKH FRPSDQ\ ZKLFK UHGXFHV LQ HIIHFW WKH HPSOR\HH WXUQRYHU
+DFNHU 
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'DWD6RXUFHVDQG$QDO\WLFDO0HDVXUHV
7KHSULPHWKUXVWRIWKHVWXG\LVWRLGHQWLI\WKHNH\IDFWRUVWKDWDUHUHVSRQVLEOHWR
GHWHUPLQH WKH RYHUDOO HPSOR\HH ZRUN VDWLVIDFWLRQ DQG LWV LPSDFW RQ WXUQRYHU
LQWHQWLRQRIWKHHPSOR\HHVRIDPRELOHSKRQHFRPSDQ\LQ%DQJODGHVK7KHSKRQH
FRPSDQ\ZKLFKLVH[SORUHGKHUHLQWKHVWXG\LV*UDPHHQSKRQH *3 %DQJODGHVK
/LPLWHG7KHIDFWRUVLQFOXGHGLQWKHLQYHVWLJDWLRQDVLQGHSHQGHQWYDULDEOHVDUH
FRPSHQVDWLRQ SDFNDJH VXSHUYLVLRQ FDUHHU JURZWK WUDLQLQJ DQG GHYHORSPHQW
SHUIRUPDQFHDSSUDLVDOZRUNLQJDWPRVSKHUHFRPSDQ\OR\DOW\7KHWRWDOQXPEHUV
RI TXHVWLRQV VHOHFWHG LQ WKH TXHVWLRQQDLUH ZHUH  7KH HPSOR\HHV XQGHU WKLV
LQYHVWLJDWLRQDUHPHDQWWRUDQJHIURPWKHORZHVWOHYHORIMXQLRUH[HFXWLYHVWRWKH
WRS PDQDJHPHQW SRVLWLRQ RI WKH FRPSDQLHV DQG WKH\ ZHUH QRW GLIIHUHQWLDWHG RQ
JHQGHU EDVLV ,Q RUGHU WR DFKLHYH WKLV REMHFWLYH MXGJPHQW VDPSOLQJ WHFKQLTXH
ZKLFKLVSHUIHFWO\DFFHSWDEOHIRUH[SORUDWRU\UHVHDUFKZDVDGRSWHG +LOO 
$OWRJHWKHU  SHUVRQV UHVSRQGHG WR WKH VXUYH\ TXHVWLRQQDLUH 7KH GDWD ZHUH
FROOHFWHG IURP -XQH WR 'HFHPEHU  $ VWUXFWXUHG TXHVWLRQQDLUH LQ D SRLQW
VFDOH ZDV XVHG LQ WKH VXUYH\ ,Q WKH PHDVXUHPHQW VFDOH  LQGLFDWHV VWURQJO\
GLVDJUHH DQG VFDOH  LQGLFDWHV VWURQJO\ DJUHH 7KH UHOLDELOLW\ WHVW KDV EHHQ
SHUIRUPHG WR YHULI\ WKH LQWHUQDO FRQVLVWHQF\ RI WKH YDULDEOHV REWDLQHG LQ WKH
VDPSOH 7KH RYHUDOO &URQEDFK¶V DOSKD YDOXH LV IRXQG  ZKLFK LV
VXEVWDQWLDOO\KLJKHUWKDQPLQLPXPDFFHSWDEOHOHYHO  VXJJHVWHGE\1XQQDOO\
  6HYHUDO DQDO\WLFDO WHFKQLTXHV VXFK DV )DFWRU $QDO\VHV 0XOWLSOH
5HJUHVVLRQ $QDO\VHV $129$ KDYH EHHQ XVHG WR PHDVXUH WKH OHYHO RI ZRUN
VDWLVIDFWLRQRIWKHVHOHFWHGPRELOHSKRQHFRPSDQ\LQ%DQJODGHVK

'DWD$QDO\VHVDQG,QWHUSUHWDWLRQV
$SULQFLSDOFRPSRQHQWIDFWRUDQDO\VLVZDVFRQGXFWHGRQWKHLWHPVUHODWHGWR
FRUSRUDWH HPSOR\HH ZRUN VDWLVIDFWLRQ ZKLFK IRUPHG VHYHQ PDLQ IDFWRU
FRPSRQHQWVZLWKHLJHQYDOXHVJUHDWHUWKDQRQH(DFKRIWKHQXPEHUVLQWKHWKLUG
FROXPQRIWKHWDEOHLVDIDFWRUORDGLQJDQGFDQKDYHDYDOXHRIEHWZHHQDQG
$ YDOXH FORVH WR  LQGLFDWHV WKDW WKH YDULDEOH KDV D VWURQJ SRVLWLYH ORDGLQJ
LQIOXHQFH  RQ WKDW IDFWRU DQG D YDOXH FORVH WR  LQGLFDWHV D VWURQJ QHJDWLYH
ORDGLQJ:KLOVWWKHUHLVQRGHILQLWLYHUXOHDERXWWKHFXWRIIYDOXHIRUFRQVLGHULQJD
YDULDEOHWKLVVWXG\XVHVIDFWRUORDGLQJYDOXHVLQHDFKFDVH
7KHVL[LGHQWLILHGIDFWRUVDFFRXQWIRUDERXWRIWKHYDULDQFHLQWKHGDWDRQ
DWWLWXGHVWRZDUGVMREVDWLVIDFWLRQRIWKHHPSOR\HHVZRUNLQJLQWKHPRELOHSKRQH

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



FRUSRUDWH QDPHO\ *UDPHHQSKRQH *3  LQ %DQJODGHVK 7KLV LPSOLHV DERXW 
YDULDWLRQVFRXOGEHH[SODLQHGE\RWKHUIDFWRUVZKLFKDUHQRWLQFOXGHGLQWKHPRGHO
RI DQDO\VHV RI WKLV VWXG\ 7KH VWXG\ VKRZV WKDW 7UDLQLQJ DQG 3HUIRUPDQFH
$SSUDLVDO:RUNLQJ$WPRVSKHUH&RPSHQVDWLRQ3DFNDJH6XSHUYLVLRQ&RPSDQ\
/R\DOW\ DQG &DUHHU *URZWK DUH WKH NH\ IDFWRUV WKDW GHWHUPLQH WKH RYHUDOO
HPSOR\HHZRUNVDWLVIDFWLRQLQWKLVSKRQHFRPSDQ\
7DEOH)DFWRU$QDO\VLV-RE6DWLVIDFWLRQRIWKH(PSOR\HHVLQ*UDPHHQSKRQH
%DQJODGHVK/LPLWHG
)DFWRU
1DPH

9DULDEOHV

)DFWRU
/RDGLQJ

RI
9DULDQFH
([SODLQHG
&XPXODWLYH

&URQEDFK¶V
5HOLDELOLW\
&RHIILFLHQW

7UDLQLQJ
3HUIRUPDQFH
$SSUDLVDO


$SSURSULDWHWUDLQLQJ
,QKRXVHPDQDJHULDOWUDLQLQJ
(YDOXDWLRQRIZRUNUHODWHGVNLOOV
7UDQVSDUHQWSHUIRUPDQFHHYDOXDWLRQ
3HULRGLFDOUHYLHZRISHUIRUPDQFH
3HUIRUPDQFHUHZDUG
5HZDUGSURYLGHGLPPHGLDWHO\










 



:RUN
$WPRVSKHUH


&DVXDOGUHVVLVDOORZHGLQZRUNSODFH
:RUNSODFHLVVSDFLRXV
2IILFHORRNLVH[FHOOHQW
&URVVIXQFWLRQDOWHDPZRUN
1HDWDQGFOHDQZRUNHQYLURQPHQW












&RPSHQVDWLRQ
3DFNDJH


9DFDWLRQDQGOHDYHSROLF\
)DPLO\PHPEHUV¶LQFLGHQWDOIHHV
:HOIDUHIDFLOLWLHV
)HVWLYDOERQXVLVFRPSHWLWLYH
2YHUWLPHSD\PHQWLVUHDVRQDEOH












6XSHUYLVLRQ


&RRSHUDWLYHVXSHUYLVRU
6XSHUYLVRU¶VDWWHQWLRQWRHPSOR\HH
VXJJHVWLRQV
6XSHUYLVRUSURYLGHVVXJJHVWLRQVIRU
LPSURYHPHQW
'XWLHVDVVLJQHGE\VXSHUYLVRUDUHIDLU








/RYHVWRFRPHWRRIILFH
)HHOVKRPHO\LQWKHFRPSDQ\
3URPRWHVVRFLDOUHVSRQVLELOLW\




















&RPSDQ\
/R\DOW\


&DUHHU*URZWK &RPSDQ\HYDOXDWHVMREHIIRUWV

&RPSDQ\SURYLGHVLQWLPHSURPRWLRQ
+DYHMREIUHHGRP
+DYHHTXDOFKDQFHRISURPRWLRQWRWRS
OHYHOV





1XPEHUVLQWKHSDUHQWKHVHVLQWKHILUVWFROXPQUHSUHVHQWHLJHQYDOXHVRIWKHFRUUHVSRQGLQJIDFWRUV
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7KHILUVWIDFWRU7UDLQLQJDQG3HUIRUPDQFH$SSUDLVDOZKLFKDFFRXQWVIRUWKHPRVW
YDULDQFH  FRQVLVWVRIVHYHQFRQWUROYDULDEOHV(LJHQYDOXHIRUWKLVIDFWRU
LVZKLFKLQGLFDWHVWKDWWKLVIDFWRUFRQWDLQVPRUHLQIRUPDWLRQWKDQWKHRWKHU
IDFWRUV 7KLV IDFWRU SURYLGHV WKH PD[LPXP LQVLJKWV RI ZRUN VDWLVIDFWLRQ RI WKH
PRELOH SKRQH FRUSRUDWH RIILFHUV LQ %DQJODGHVK ,W EURDGO\ LQFOXGHV WKH VNLOOV
GHYHORSPHQWE\WUDLQLQJDQGSHUIRUPDQFHUHZDUGV7KHVHYHQYDULDEOHVFRQWDLQHG
LQ WKH NH\ IDFWRU RU FRQWURO YDULDEOH WUDLQLQJ DQG SHUIRUPDQFH DSSUDLVDO DUH
$SSURSULDWH WUDLQLQJ ,QKRXVH WUDLQLQJ :RUN UHODWHG VNLOOV HYDOXDWLRQ
3HUIRUPDQFH HYDOXDWLRQ 3HULRGLF UHYLHZ RI SHUIRUPDQFH 3HUIRUPDQFH UHZDUGV
DQG5HZDUGVSURYLGHGLPPHGLDWHO\7KHPHDQYDOXHVRIWKHVHVHYHQYDULDEOHVDUH
      DQG  UHVSHFWLYHO\ 7KH FRPSRQHQW PHDQ
YDOXHLV,QWKHVHYHQSRLQWVFDOHWKHVHPHDQYDOXHVUHSUHVHQWDERXWVLPSO\
SRVLWLYHOHYHORIHPSOR\HHZRUNVDWLVIDFWLRQ7KHIDFWRUORDGLQJSRLQWVIRUWKHVH
YDULDEOHVDUHFRQVLGHUDEO\KLJKHUWKDWUDQJHIURPWR+HQFHSROLF\PDNHUV
LQWKHPRELOHSKRQHFRPSDQ\RI*UDPHHQSKRQHVKRXOGEHPRUHFRQFHUQHGZLWK
WKHVHYDULDEOHVWRLQFUHDVHFRUSRUDWHZRUNVDWLVIDFWLRQRIWKHLUHPSOR\HHV
7KHVHFRQGPRVWLPSRUWDQWIDFWRULVZRUNDWPRVSKHUHZKLFKH[SODLQVWKHYDULDWLRQRI
HPSOR\HHZRUNVDWLVIDFWLRQDERXW,WLQFOXGHVWKH3URYLVLRQRIFDVXDOGUHVV
2IILFHVSDFH2IILFHORRN&URVVIXQFWLRQDOWHDPZRUNDQG1HDWZRUNHQYLURQPHQW
YDULDEOHV 7KH PHDQ YDOXHV RI WKHVH YDULDEOHV  DUH     DQG 
UHVSHFWLYHO\DQGWKHFRPSRQHQWPHDQYDOXHLVWKDWUHSUHVHQWPRGHUDWHHPSOR\HH
ZRUN VDWLVIDFWLRQ OHYHO 7KH HLJHQYDOXH IRU WKLV NH\ IDFWRU LV  ZKLFK VLJQLILHV
PRGHUDWHOHYHORILQVLJKWVDVZHOO7KXVZRUNDWPRVSKHUHIDFWRULVLQIDFWFDUU\LQJ
KHDY\ZHLJKWLQWHUPVRILPSRUWDQFHRIH[SODLQLQJFRUSRUDWHZRUNVDWLVIDFWLRQ
7KH WKLUG PRVW LPSRUWDQW IDFWRU LV FRPSHQVDWLRQ SDFNDJH ZKLFK H[KLELWV
HLJHQYDOXHVDQGSHUFHQWDJHRIYDULDQFHVKRZQDVDQGUHVSHFWLYHO\
,QFOXGHG YDULDEOHV LQ WKLV FRPSRQHQW DUH 9DFDWLRQ DQG OHDYH SROLF\ )DPLO\
PHPEHUV¶ LQFLGHQWDO IHHV :HOIDUH IDFLOLWLHV )HVWLYDO ERQXV DQG 2YHUWLPH
SD\PHQW 7KH PHDQ YDOXHV RI WKHP DUH UHVSHFWLYHO\     DQG
DQGWKHFRPSRQHQWPHDQYDOXHLVZKLFKDOVRVKRZVWKHVLPSO\SRVLWLYH
OHYHORIHPSOR\HHVDWLVIDFWLRQ
7KH IRXUWK PRVW LPSRUWDQW IDFWRU LV VXSHUYLVLRQ WKDW DFFRXQWV IRU  RI WKH
YDULDQFHDQGLWEURDGO\FRYHUVVXSHUYLVLRQDQGVXSSRUWLYHVXSHUYLVRU7KHYDULDEOHV
VSHFLILFDOO\ DUH &RRSHUDWLYH VXSHUYLVRU 6XSHUYLVRU¶V DWWHQWLRQ WR HPSOR\HH
VXJJHVWLRQV6XSHUYLVRUSURYLGHVVXJJHVWLRQVIRULPSURYHPHQWDQG'XWLHVDVVLJQHGE\

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



VXSHUYLVRU,WKDVDQHLJHQYDOXHVRI7KHPHDQYDOXHVRIWKHVHIRXUYDULDEOHVDUH
DQGUHVSHFWLYHO\7KHPHDQYDOXHRIWKHFRPSRQHQWIDFWRULV
WKDWFKDUDFWHUL]HVFORVHWRPRGHUDWHO\FRUSRUDWHHPSOR\HHZRUNVDWLVIDFWLRQOHYHO
7KH IDFWRU RI FRPSDQ\ OR\DOW\ LV DOVR DQ LPSRUWDQW IDFWRU ZKLFK H[SODLQV WKH
YDULDWLRQ RI  SHU FHQW 7KXV WKH UHVXOWV VKRZ WKDW WKH FRQFHUQHG SKRQH
FRPSDQLHVVKRXOGEHPRUHFDUHIXOZLWKWKRVHLGHQWLILHGIDFWRUVE\ZKLFKWKH\FDQ
DFKLHYHKLJKHUZRUNVDWLVIDFWLRQIRUWKHLUHPSOR\HHVDQGLWLQHIIHFWZLOOKHOSWR
SXVKXSWKHRYHUDOOSURGXFWLYLW\RIWKHFRPSDQ\

'HVFULSWLYH6WDWLVWLFVDQG&RUUHODWLRQ$QDO\VHV
7DEOHSUHVHQWVWKHPHDQVVWDQGDUGGHYLDWLRQVDQGFRUUHODWLRQVEHWZHHQDOOWKH
FRQWUROYDULDEOHVLQWKHVWXG\2QDQDYHUDJHVWXG\SDUWLFLSDQWVHVWLPDWHGWKHLU
DWWLWXGHVWRZDUGVWKHFRUSRUDWHHPSOR\HHZRUNVDWLVIDFWLRQLQSRVLWLYHVHQWLPHQW
WKDWUDQJHVIURPPRGHUDWHWRVLPSOHDJUHHPHQW$OOWKHPHDQYDOXHVRIWKHIDFWRUV
DUH LQ IDYRU RI WKDW FRQFOXVLRQ 6SHFLILFDOO\ FRPSHQVDWLRQ SDFNDJH VKRZV
QHJDWLYHFRUUHODWLRQVZLWKRYHUDOOVXSHUYLVLRQRIWKHFRPSDQ\,WPDNHVVHQVHWKDW
FRPSHQVDWLRQSDFNDJHDQGVXSSRUWLYHVXSHUYLVLRQKDYHDQHJDWLYHUHODWLRQWRHDFK
RWKHU 7KHVH QHJDWLYH UHODWLRQVKLSV LQGLFDWH WKDW WKH UHVSRQGHQWV DQVZHUHG WKH
TXHVWLRQVFRQVLVWHQWO\7KHIDFWRURIFDUHHUJURZWKDQGWUDLQLQJDQGGHYHORSPHQW
DUHLQSHUIHFWFRUUHODWLRQH[SRVLQJWKHYDOXHRILWDV)RUWKLVUHDVRQFDUHHU
JURZWKKDVEHHQH[FOXGHGIURPWKHUHJUHVVLRQDQDO\VHV0RVWRIWKHFRUUHODWLRQ
FRHIILFLHQWVDUHVLJQLILFDQWDWSHUFHQWOHYHOH[FHSWWKHFRUUHODWLRQEHWZHHQZRUN
DWPRVSKHUHDQGWUDLQLQJ GHYHORSPHQWZKLFKLVVLJQLILFDQWDWSHUFHQWOHYHO
7DEOH0HDQ6WDQGDUG'HYLDWLRQDQG&RUUHODWLRQ&RHIILFLHQW
)DFWRUV
&RPSHQVDWLRQ
3DFNDJH &3
6XSHUYLVLRQ
68
&DUHHU*URZWK
&*
7UDLQLQJ 'HY
7'
:RUN
$WPRVSKHUH :$
&RPSDQ\
/R\DOW\ &/
3HUIRUPDQFH
$SSUDLVDO 3$
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%HVLGHV PRVW RI WKH FRUUHODWLRQ YDOXHV DSSHDU WR VKRZ SRVLWLYH DQG VWURQJ
DVVRFLDWLRQVDPRQJWKHFRQWUROYDULDEOHV2YHUDOOWKHVWXG\XQFRYHUVWKHIDFWWKDW
WKHHPSOR\HHVRI*UDPHHQSKRQHDUHVDWLVILHGZLWKWKHSUDFWLFLQJFRUSRUDWHFXOWXUH
RIWKHFRPSDQ\XQGHUWKLVVWXG\1HYHUWKHOHVVWKHUHPXVWKDYHEHHQVRPHRWKHU
IDFWRUVXQIROGLQJKHUHWKDWKDYHQRWEHHQLQFOXGHGLQWKLVVWXG\

0XOWLSOH5HJUHVVLRQ$QDO\VHV
,Q WKH DQDO\VLV VWHSZLVH UHJUHVVLRQ WHFKQLTXH ZDV XVHG 2YHUDOO FRUSRUDWH MRE
VDWLVIDFWLRQ DQG  RUWKRJRQDO FRPSRQHQW IDFWRUV ZHUH WDNHQ DV GHSHQGHQW DQG
LQGHSHQGHQWYDULDEOHVUHVSHFWLYHO\5HVXOWVDUHVKRZQLQ7DEOH,QWKHWDEOHDOO
YDULDEOHV DUH VKRZQ ZLWK WKHLU UHVSHFWLYH UHJUHVVLRQ FRHIILFLHQWV "V  DQG
FRPSXWHG VWXGHQW¶V W VWDWLVWLFV DORQJ ZLWK WKHLU UHVSHFWLYH VLJQLILFDQFH OHYHO
5HVXOWV RI WKH UHJUHVVLRQ DQDO\VHV UHYHDOHG WKDW RXW RI VHYHQ FRQWURO YDULDEOHV
WKUHH VXFK DV FRPSHQVDWLRQ SDFNDJH WUDLQLQJ  GHYHORSPHQW DQG FRPSDQ\
OR\DOW\KDGDVWDWLVWLFDOO\VLJQLILFDQWHIIHFWRQWKHUDWLQJRIDWWLWXGHWRZDUGVZRUN
VDWLVIDFWLRQRIWKHHPSOR\HHVRIWKHFRQFHUQHGFRUSRUDWHHQWLW\RIWKLVVWXG\7KHVH
UHVXOWV DUH DOVR FRQVLVWHQW ZLWK WKH UHVXOWV IRXQG LQ WKH IDFWRU DQDO\VHV 7KH
ILQGLQJVDOVRVKRZWKDWWKHIDFWRUVXFKDVZRUNDWPRVSKHUHLVH[KLELWLQJQHJDWLYH
UHODWLRQVKLSZLWKWKHRYHUDOOVDWLVIDFWLRQOHYHOZKLFKLVTXLWHUHDVRQDEOH
7DEOH5HVXOWVRI0XOWLSOH5HJUHVVLRQ$QDO\VHV
9DULDEOHV5$GM5)%HWDW
&RQWURO9DULDEOHV
&RPSHQVDWLRQ3DFNDJH

6XSHUYLVLRQ
7UDLQLQJ 'HYHORSPHQW
:RUN$WPRVSKHUH


&RPSDQ\/R\DOW\
3HUIRUPDQFH$SSUDLVDO

 S S

S

7KHUHVXOWLQ$129$LQGLFDWHVWKDWSHUFHQWRIWKHYDULDWLRQLQWKHGHSHQGHQW
YDULDEOHFDQEHH[SODLQHGE\YDULDWLRQVLQWKHLQGHSHQGHQWYDULDEOHVLHSHU
FHQWLVGXHWR¶VRPHWKLQJHOVH QRWLQFOXGHGLQWKHPRGHO7KHVLJQLILFDQFHRI)
YDOXHLQGLFDWHVWKDWWKHUHKDVEHHQD]HURSHUFHQWFKDQFHWKDWWKH$GMXVWHG5
YDOXHLV]HUR

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



)URPWKH7DEOHLWLVHYLGHQWWKDWWKHPHDQYDOXHRIRYHUDOOZRUNVDWLVIDFWLRQLV
ZKLFKLPSOLHVWKDWWKHHPSOR\HHVLQWKHPHQWLRQHGPRELOHSKRQHFRPSDQ\
DUHDERYHPRGHUDWHO\VDWLVILHG%DVHGRQWKHWKHRUHWLFDOSUHVXPSWLRQRIQHJDWLYH
UHODWLRQVKLS EHWZHHQ ZRUN VDWLVIDFWLRQ DQG WXUQRYHU LQWHQWLRQ WKH UHVXOW RI WKLV
VWXG\ LPSOLHV WKDW WKH LQFLGHQWV RI WXUQRYHU ZLOO FRQVLGHUDEO\ EH ORZHU 7KH
UHJUHVVLRQRXWSXWVLQ7DEOHDOVRVXSSRUWWKLVVLPLODURXWFRPHEHFDXVHFRPSDQ\
OR\DOW\ PHDQYDOXHRIZKLFKLV LVIRXQGWREHVWDWLVWLFDOO\VLJQLILFDQWZKLFK
FDQ LQIOXHQFH WKH HPSOR\HHV WR UHPDLQ ORQJHU LQ WKH RUJDQL]DWLRQ 7KH RWKHU
RXWFRPHVVXFKDVFRPSHQVDWLRQSDFNDJHDQGWUDLQLQJDQGGHYHORSPHQWDUHDOVR
IRXQGWREHVLJQLILFDQWWRSRVLWLYHO\LQIOXHQFHWKHMREVDWLVIDFWLRQWKDWHYLGHQWO\
DQG HIIHFWLYHO\ UHGXFH WKH WXUQRYHU LQWHQWLRQ RI WKH HPSOR\HHV LQ WKLV PRELOH
SKRQHFRPSDQ\+HQFHRYHUDOOILQGLQJRIWKHVWXG\LVWKDWPRGHUDWHO\KLJKZRUN
VDWLVIDFWLRQLQ*UDPHHQSKRQHZLOOVLJQLILFDQWO\UHGXFHWKHWXUQRYHUHYHQWV

&RQFOXVLRQV
7KLVVWXG\ILQGVWKDWWKHRYHUDOOFRUSRUDWHMREVDWLVIDFWLRQRIWKHHPSOR\HHVLQWKH
PRELOH SKRQH FRQJORPHUDWH VXFK DV *UDPHHQSKRQH LV VRPHZKDW DERYH WKH
PRGHUDWHOHYHORI+RZHYHUWKHZRUNVDWLVIDFWLRQRIWKHHPSOR\HHVRIWKLV
VWXG\LVIRXQGWREHVLJQLILFDQWO\GHSHQGHQWXSRQFRPSDQ\OR\DOW\WUDLQLQJDQG
GHYHORSPHQWDQGFRPSHQVDWLRQSDFNDJHZKLFKKLJKOLJKWWKHIDFWWKDWWKHLQWHQWWR
WXUQRYHUZLOOEHFRQVLGHUDEO\ORZHU7KHUHPDLQLQJIDFWRUVGRQRWKDYHVLJQLILFDQW
VWDWLVWLFDOHYLGHQFHWRLPSURYHWKHZRUNVDWLVIDFWLRQRIWKHHPSOR\HHVLQWKLVVWXG\
$GPLWWHGO\WKHUHKDGEHHQDKRUUHQGRXVQRQFRRSHUDWLRQIURPWKHPDQDJHPHQW
OHYHOV RI WKLV PRELOH SKRQH FRPSDQ\ LQ SURYLGLQJ GDWD WKDW FRPSHOOHG WKH
LQYHVWLJDWRUVWRFRPSOHWHWKHVWXG\ZLWKDOLPLWHGVDPSOHRIUHVSRQGHQWV+DG
WKHUHEHHQDQDPSOHRSSRUWXQLW\WRJHWDEHWWHUUHVXOWWKHVDPSOHVL]HFRXOGEH
LQFUHDVHG7KXVWKHUHLVDSOHQW\RIVFRSHWRIXUWKHUWKHVWXG\ZLWKDORWODUJHU
VDPSOHEDVH

5HIHUHQFHV
$EEDVL60 +ROOPDQ.:  7XUQRYHU7KH5HDO%RWWRP/LQH3XEOLF
3HUVRQQHO0DQDJHPHQW  
$EEDVL60 +ROOPDQ.:  7KH0\WKDQG5HDOLWLHVRI'RZQVL]LQJ
5HFRUGV0DQDJHPHQW4XDUWHUO\$SULO



'U0RKG+5-RDUGHU 0RKDPPDG$$VKUDI

$EUDKDP 5   7KH 5HODWLRQVKLS EHWZHHQ 'LIIHUHQWLDO ,QHTXLW\ -RE
6DWLVIDFWLRQ ,QWHQWLRQ WR 7XUQRYHU DQG 6HOI(VWHHP -RXUQDO RI
3V\FKRORJ\  
$KPHG 5   %DQJODGHVK ERRPLQJ FHOOXODU SKRQH LQGXVWU\ 6RXWK $VLDQ
%XVLQHVV1HZVDQG,QIRUPDWLRQ0DUFK
$UYH\ 5 ' %RXFKDUG 7 - 6HJDO 1 /  $EUDKDP / 0   -RE
VDWLVIDFWLRQ(QYLURQPHQWDODQGJHQHWLFFRPSRQHQWV-RXUQDORI$OLHG
3V\FKRORJ\  
%OXHGRUQ$&  $XQLILHGPRGHORIWXUQRYHUIURPRUJDQL]DWLRQV+XPDQ
5HODWLRQV
%R\HU ( /   6FKRODUVKLS 5HFRQVLGHUHG 3ULRULWLHV RI WKH 3URIHVVRULDWH
3ULQFHWRQ1-&DUQHJLH)RXQGDWLRQIRUWKH$GYDQFHPHQWRI7HDFKLQJ
&DUQH\.(  +RZWR.HHS6WDIILQD%RRP(FRQRP\,QF1RYHPEHU

&KDQJ(  &DUHHUFRPPLWPHQWDVDFRPSOH[PRGHUDWRURIRUJDQL]DWLRQDO
FRPPLWPHQW DQG WXUQRYHU LQWHQWLRQ +XPDQ 5HODWLRQV   

(ODQJRYDQ$5  &DXVDORUGHULQJRIVWUHVVVDWLVIDFWLRQDQGFRPPLWPHQW
DQG LQWHQWLRQ WR TXLW D VWUXFWXUDO HTXDWLRQV DQDO\VLV /HDGHUVKLS 
2UJDQL]DWLRQ'HYHORSPHQW-RXUQDO  
)DUOH\7  7KH&HOO3KRQH5HYROXWLRQ,QYHQWLRQDQG7HFKQRORJ\  

)LUWK/0HOORU'-0RRUH.$ /RTXHW&  +RZFDQPDQDJHUV
UHGXFHHPSOR\HHLQWHQWLRQWRTXLW"-RXUQDORI0DQDJHULDO3V\FKRORJ\
  
*LEVRQ - / ,QYDQFHYLFK - 0  'RQQHOO\ - +   2UJDQL]DWLRQV
%HKDYLRU6WUXFWXUHDQG3URFHVVHV+RPHZRRG,/,UZLQ
*ULIIHWK5 +RP3  $FRPSDULVRQRIGLIIHUHQWFRQFHSWXDOL]DWLRQVRI
SHUFHLYHGDOWHUQDWLYHVLQWXUQRYHUUHVHDUFK-RXUQDORI2UJDQL]DWLRQDO
%HKDYLRU  ±
*ULIIHWK5:+RP3: *DHUWQHU6$0HWDDQDO\VLVRIDQWHFHGHQWV
DQG FRUUHODWHV RI HPSOR\HH WXUQRYHU 8SGDWH PRGHUDWRU WHVWV DQG

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



UHVHDUFK,PSOLFDWLRQVIRUWKHQH[WPLOOHQQLXP-RXUQDORI0DQDJHPHQW
  
+DFNHU&$  7KH&RVWVRI%DG+LULQJ'HFLVLRQVDQG+RZWR$YRLG7KHP
'HOUD\%HDFK)ORULGD6W/XFLH3UHVV
+DJHGRUQ/6  :DJHHTXLW\DQGIHPDOHIDFXOW\MREVDWLVIDFWLRQ7KHUROH
RI ZDJH GLIIHUHQWLDOV LQ D MRE VDWLVIDFWLRQ FDXVDO PRGHO 5HVHDUFK LQ
+LJKHU(GXFDWLRQ  ±
+DVDQ0  0RELOHSKRQHRSHUDWRUVLQ%DQJODGHVK7KH'DLO\6WDU-DQXDU\

+LOO 1   +DQGERRN RI &XVWRPHU 6DWLVIDFWLRQ 0HDVXUHPHQW 9HUPRQW
86$*RZHU
+ROOPDQ . :  $EEDVL 6 0   /DLGRII ([HFXWLYHV 6KDUH &RPPRQ
)DXOWV&RPSHQVDWLRQDQG%HQHILWV5HYLHZ0D\-XQH
+RRFN5  -RE6DWLVIDFWLRQ1HZ<RUN$UQR3UHVV
+XDQJ+-  -RE5RWDWLRQIURPWKH(PSOR\HHV¶3RLQWRI9LHZ5HVHDUFK
DQG3UDFWLFHLQ+XPDQ5HVRXUFH0DQDJHPHQW  
,GVRQ7/ )HDVWHU'-  $VHOHFWLYLW\PRGHORIHPSOR\HUVL]HZDJH
GLIIHUHQWLDOV-RXUQDORI/DERU(FRQRPLFV
,VODP1 6DKD*&  -RE6DWLVIDFWLRQRI%DQN2IILFHUVLQ%DQJODGHVK
$%$&-RXUQDO  
,VODP16DKD*& $KPHG)  $Q(YDOXDWLRQRI-RE6DWLVIDFWLRQRI
:RPHQ (PSOR\HHV LQ &RPPHUFLDO %DQNV RI %DQJODGHVK -RXUQDO RI
%XVLQHVV$GPLQLVWUDWLRQ   
.LP63ULFH-0XHOOHU& :DWVRQ7  7KHGHWHUPLQDQWVRIFDUHHU
LQWHQWDPRQJSK\VLFLDQVDWD86$LU)RUFHKRVSLWDO+XPDQ5HODWLRQV
  ±
.RVV)HGHU/  3URILWVIURP/R\DOW\7LPH 1RYHPEHU 
/DPEHUW ( * +RJDQ 1 /  %DUWRQ 6 0   7KH LPSDFW RI MRE
VDWLVIDFWLRQRQWXUQRYHULQWHQWDWHVWRIDVWUXFWXUDOPHDVXUHPHQWPRGHO
XVLQJDQDWLRQDOVDPSOHRIZRUNHUV7KH6RFLDO6FLHQFH-RXUQDO  




'U0RKG+5-RDUGHU 0RKDPPDG$$VKUDI

/RFNH($  7KHQDWXUHDQGFDXVHVRIMREVDWLVIDFWLRQLQ'XQQHWWH0
HG +DQGERRNRI,QGXVWULDODQG2UJDQL]DWLRQDO3V\FKRORJ\&KLFDJR
5DQG0FQDOO\
/XP/.HUYLQ-&ODUN.5HLG) 6LUROD:  ([SODLQLQJ1XUVLQJ
7XUQRYHU ,QWHQW -RE 6DWLVIDFWLRQ 3D\ 6DWLVIDFWLRQ RU 2UJDQL]DWLRQDO
&RPPLWPHQW"-RXUQDORI2UJDQL]DWLRQDO%HKDYLRU  
0DHUW]&3 &DPSLRQ0$  \HDUVRIYROXQWDU\WXUQRYHUUHVHDUFK
D UHYLHZ DQG FULWLTXH ,QWHUQDWLRQDO 5HYLHZ RI ,QGXVWULDO DQG
2UJDQL]DWLRQDO3V\FKRORJ\±
0DQR1HJULQ5 6KH\67  -RE6HDUFK0RGHVDQG7XUQRYHU&DUHHU
'HYHORSPHQW,QWHUQDWLRQDO
0DWLHU0:  5HWDLQLQJIDFXOW\$WDOHRIWZRFDPSXVHV 5HVHDUFKLQ
+LJKHU(GXFDWLRQ  ±
0DUWLQ &   ([SODLQLQJ /DERU 7XUQRYHU (PSLULFDO (YLGHQFH IURP 8.
(VWDEOLVKPHQW/DERXU  
0H\HU - 3  $OOHQ 1 -   &RPPLWPHQW LQ WKH :RUNSODFH 7KHRU\
5HVHDUFKDQG$OLFDWLRQ7KRXVDQG2DNV&$6DJH3XEOLFDWLRQV
0REOH\:+*ULIIHWK5:+DQG++ 0HJOLQR%0  5HYLHZ
DQG &RQFHSWXDO $QDO\VLV RI WKH (PSOR\HH 7XUQRYHU 3URFHVV
3V\FKRORJLFDO%XOOHWLQ  
0RUUHOO./RDQ&ODUNH- :LONLQVRQ$  8QZHDYLQJOHDYLQJWKHXVH
RI PRGHOV LQ WKH PDQDJHPHQW RI HPSOR\HH WXUQRYHU ,QWHUQDWLRQDO
-RXUQDORI0DQDJHPHQW5HYLHZV  
1DULPDZDWL 6 (   7KH ,QIOXHQFH RI :RUN 6DWLVIDFWLRQ 2UJDQL]DWLRQDO
&RPPLWPHQW DQG 7XUQRYHU ,QWHQWLRQ 7RZDUGV WKH 3HUIRUPDQFH RI
/HFWXUHUVDW:HVW-DYD¶V3ULYDWH+LJKHU(GXFDWLRQ,QVWLWXWLRQ-RXUQDO
RI$OLHG6FLHQFHV5HVHDUFK  
1XQQDOO\-/  3V\FKRPHWULF7KHRU\1HZ<RUN0F*UDZ+LOO&RPSDQ\
2QJRUL+  $5HYLHZRIWKH/LWHUDWXUHRQ(PSOR\HH7XUQRYHU$IULFDQ
-RXUQDORI%XVLQHVV0DQDJHPHQW  
2VWURII &   7KH UHODWLRQVKLS EHWZHHQ VDWLVIDFWLRQ DWWLWXGHV DQG
SHUIRUPDQFH $Q RUJDQL]DWLRQDO OHYHO DQDO\VLV -RXUQDO RI $OLHG

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



3V\FKRORJ\  
3DUNHU*0  7HDP3OD\HUVDQG7HDPZRUN7KHQHZFRPSHWLWLYHEXVLQHVV
VWUDWHJ\6DQ)UDQFLVFR-RVVH\%DVV
3HWHUVRQ 6 /   7RZDUG D 7KHRUHWLFDO 0RGHO RI (PSOR\HH 7XUQRYHU $
+XPDQ 5HVRXUFH 'HYHORSPHQW 3HUVSHFWLYH +XPDQ 5HVRXUFH
'HYHORSPHQW5HYLHZ  
3RUWHU/:6WHHUV500RZGD\575LFKDUG7 %RXOLDQ39  
2UJDQL]DWLRQDO FRPPLWPHQW MRE VDWLVIDFWLRQ DQG WXUQRYHU DPRQJ
SV\FKLDWULFWHFKQLFLDQV-RXUQDORI$OLHG3V\FKRORJ\  
3RUWHU/: 6WHHUV50  2UJDQL]DWLRQDO:RUNDQG3HUVRQDO)DFWRUV
LQ(PSOR\HH7XUQRYHUDQG$EVHQWHHLVP3V\FKRORJLFDO%XOOHWLQ  

3ULFH-/ (GV   7KHVWXG\RIWXUQRYHU,$,RZDVWDWHXQLYHUVLW\
SUHVV
5LFH5:*HQWLOH'$ 0F)DUOLQ'%  )DFHWLPSRUWDQFHDQG-RE
VDWLVIDFWLRQ-RXUQDORI$OLHG3V\FKRORJ\  
6KLSWRQ + :HVW 0 $ 3DUNHV &  'DZVRQ - )   $JJUHJDWH -RE
6DWLVIDFWLRQ +50 DQG 2UJDQL]DWLRQDO ,QQRYDWLRQ 352  $VWRQ
%XVLQHVV6FKRRO$VWRQ8QLYHUVLW\%LUPLQJKDP8.
6LPV 5 /  *DOHQ . .   7KH LQIOXHQFH RI HWKLFDO ILW RQ HPSOR\HH
VDWLVIDFWLRQ FRPPLWPHQW DQG WXUQRYHU -RXUQDO RI %XVLQHVV (WKLFV
  
6RORPRQ&0  .HHS7KHP'RQ¶W/HW<RXU%HVW3HRSOH*HW$ZD\
:RUNIRUFH$XJXVW
6ORYHO 0
 %RQWLV 1   9ROXQWDU\ WXUQRYHU NQRZOHGJH
PDQDJHPHQWIULHQG RU IRH" -RXUQDO RI ,QWHOOHFWXDO &DSLWDO   

6RZD-(6HOGHQ6& 6DQGIRUW-5  1R/RQJHU0HDVXUDEOH"$
0XOWLGLPHQVLRQDO ,QWHJUDWHG 0RGHO RI 1RQSURILW 2UJDQL]DWLRQDO
(IIHFWLYHQHVV 1RQSURILW DQG 9ROXQWDU\ 6HFWRU 4XDUWHUO\   




'U0RKG+5-RDUGHU 0RKDPPDG$$VKUDI

6WHHO 5  2YDOOH 1   $ UHYLHZ DQG PHWDDQDO\VLV RI UHVHDUFK RQ WKH
UHODWLRQVKLS EHWZHHQ EHKDYLRUDO LQWHQWLRQV DQG HPSOR\HH WXUQRYHU
-RXUQDORI$OLHG3V\FKRORJ\±
6]DPRVL / 7   -XVW ZKDW DUH WRPRUURZ¶V 60( HPSOR\HHV ORRNLQJ IRU"
(GXFDWLRQ 7UDLQLQJ  
7DLW 0 3DGJHW 0 <  %DOGZLQ 7 7   -RE DQG OLIH VDWLVIDFWLRQ $
UHHYDOXDWLRQRIWKHVWUHQJWKRIWKHUHODWLRQVKLSDQGJHQGHUHIIHFWVDVD
IXQFWLRQRIWKHGDWHRIWKHVWXG\-RXUQDORI$OLHG3V\FKRORJ\  

7HVW':)ORZHUV&+HZLWW$ 6RORZ-  6WDWHZLGH6WXG\RIWKH
'LUHFW6XRUW6WDII:RUNIRUFH0HQWDO5HWDUGDWLRQ  
7HWW 5 3  0H\HU - 3   -RE VDWLVIDFWLRQ RUJDQL]DWLRQDO FRPPLWPHQW
7XUQRYHULQWHQWLRQDQGWXUQRYHUSDWKDQDO\VHVEDVHGRQPHWDDQDO\WLF
ILQGLQJV3HUVRQQHO3V\FKRORJ\  
7RQ= +XFNPDQ56  0DQDJLQJWKH,PSDFWRI(PSOR\HH7XUQRYHU
RQ 3HUIRUPDQFH 7KH 5ROH RI 3URFHVV &RQIRUPDQFH 2UJDQL]DWLRQ
6FLHQFH  
7RU* 2ZHQ-(  $VVHVVLQJHPSOR\HHWXUQRYHULQWHQWLRQVEHIRUHDQG
DIWHU740,QWHUQDWLRQDO-RXUQDORI4XDOLW\5HOLDELOLW\0DQDJHPHQW
  
:HLV * (  /LQFROQ 6 $   'HSDUWLQJ (PSOR\HH &DQ EH 1LJKWPDUH
(OHFWURQLF1HZV0DUFK
:LOOLDPV / -  +D]HU - 7   $QWHFHGHQWV DQG &RQVHTXHQFHV RI
6DWLVIDFWLRQDQG&RPPLWPHQWLQWXUQRYHU0RGHO$5HDQDO\VLVXVLQJ
/DWHQW 9DULDEOH 6WUXFWXUDO (TXDWLRQ 0HWKRG -RXUQDO RI $OLHG
3V\FKRORJ\  
:RUOG)DFW%RRN  6HFWLRQ%DQJODGHVK
9DQGHQEHUJ-5 1HOVRQ-%  'LVDJJUHDWLYHVWKHPRWLYHVXQGHUO\LQJ
WXUQRYHU LQWHQWLRQV ZKHQ GR LQWHQWLRQV SUHGLFW WXUQRYHU EHKDYLRXU
+XPDQ5HODWLRQV

6XSHU0HDVXUH0DQDJHPHQW 600 DQG
&XVWRPHU6DWLVIDFWLRQ,QYHVWLJDWLQJWKH
5HODWLRQVKLS
$.00RPLQXO+DTXH7DOXNGHU
0G6DLIXU5DKPDQ7DOXNGHU
$%675$&7
7KLV VWXG\ DLPHG DW H[SORULQJ YDULRXV GHWHUPLQDQWV RI 6XSHU0HDVXUH
0DQDJHPHQW 600 QDPHO\VHUYLFHJXDUDQWHHFXVWRPHUUHODWLRQVKLSPDQDJLQJ
FXVWRPHUV VWUDWHJLF DOLJQPHQW DQG OHDGHUVKLS RQ FXVWRPHU VDWLVIDFWLRQ DQG
SHUIRUPDQFHRIWKHILUP'DWDZHUHFROOHFWHGE\XVLQJZHOOGHILQHGFORVHGHQGHG
TXHVWLRQQDLUH7KHVWXG\XVHGUHOLDELOLW\WHVWDQG3HDUVRQ¶VFRUUHODWLRQWRDQDO\]H
GDWD 7KH UHVXOW LQGLFDWHG WKDW FXVWRPHU VDWLVIDFWLRQ DQG RUJDQL]DWLRQDO
SHUIRUPDQFHDUHVLJQLILFDQWO\SRVLWLYHO\UHODWHGZLWKVHUYLFHJXDUDQWHHFXVWRPHU
UHODWLRQVKLSZD\WRPDQDJHFXVWRPHUVVWUDWHJLFDOLJQPHQWDQGOHDGHUVKLSVW\OH
DQG SUDFWLFHV RI WKH HPSOR\HHV 7KH ILQGLQJV VXJJHVW WKDW LQFRUSRUDWLQJ WKHVH
GLPHQVLRQV PD\ SURYLGH VHUYLFH RUJDQL]DWLRQ ZLWK WKH SRWHQWLDO WR LPSURYH
SHUIRUPDQFHDQGVDWLVI\FXVWRPHUVVLJQLILFDQWO\
.H\ZRUGV6XSHUPHDVXUH0DQDJHPHQW&XVWRPHU6DWLVIDFWLRQ3HUIRUPDQFH 
/HDGHUVKLS

,QWURGXFWLRQ
³6XSHU0HDVXUH´ 60 DUHRIJUHDWUHOHYDQFHLQPRGHUQPDQDJHPHQWDVLWLVD
VLQJOH PHDVXUH WKDW KDV JUHDW UHOHYDQFH XS GRZQ DQG DFURVV DQ RUJDQL]DWLRQ
0RUJDQDQG5DR ,WFDQEHDSSOLHGWRDOLJQWKHEHKDYLRUVDQGDFWLRQVRIWKH
RUJDQL]DWLRQDQGLWVYDOXHSURSRVLWLRQDQGFXVWRPHUQHHGV&RPSDQLHVOLNH(0&
1RUGVWURPDQG)DLUILHOG,QQKDYHUHDSHGRYHUWKH\HDUVWKHEHQHILWVRIXVDJHRI
60 WKDW SURYLGHV D SRZHUIXO WKUXVW WR D ILUP¶V GLUHFWLRQ 0RVW PDQDJHUV VKXQ
SHUIRUPDQFHUHYLHZVGXHWRLWVFRPSOLFDWHGQDWXUHIDLOXUHWRVHHHYLGHQFHRILWV
DIIHFW RQ SHUIRUPDQFH DQG IHDU RI OHJDO FKDOOHQJHV LI HPSOR\HHV WLH QHJDWLYH
UHYLHZ WR PLVVHG SURPRWLRQ RU GHQLHG SD\ UDLVH *UHQVLQJ3RSKDO   $
6HQLRU/HFWXUHU6FKRRORI%XVLQHVV1RUWK6RXWK8QLYHUVLW\'KDND
$GMXQFW)DFXOW\6FKRRORI%XVLQHVV,QGHSHQGHQW8QLYHUVLW\&KLWWDJRQJ



$.00RPLQXO+DTXH7DOXNGHU 0G6DLIXU5DKPDQ7DOXNGHU

³6XSHU0HDVXUH´ 60 LVDVLQJOHPHDVXUHWKDWKDVJUHDWUHOHYDQFHXSGRZQDQG
DFURVV WKH RUJDQL]DWLRQ DQG WR LWV FXVWRPHU EDVH 7KLV FDQ EH XVHG WR DOLJQ WKH
EHKDYLRUV DQG DFWLRQV RI WKH YDULRXV SDUWV RI D ILUP ZLWK WKH ILUP¶V YDOXH
SURSRVLWLRQRUFXVWRPHUV¶QHHGV$Q60LVRQHRQZKLFKDOOH\HVZLWKLQWKHILUP
DUHILUPO\IL[HGDQGZKLFKFDQEHXVHGWRSURSHOWKHILUPLQDXQLILHGIDVKLRQLQLWV
FKRVHQGLUHFWLRQ 0RUJDQDQG5DR 
7KH RQVHW RI WKH VW FHQWXU\ KDV QRW GLPLQLVKHG WKH FKDOOHQJHV IDFLQJ EXVLQHVV
HQWHUSULVHV7KH\DUHOLNHVKLSVQDYLJDWLQJLQXQFKDUWHGVHDVZLWKPDMRUREVWDFOHV
OXUNLQJEHORZWUDQTXLOZDWHUDQGVWRUPVVRPHWLPHVFRPHXQH[SHFWHGO\ZLWKJUHDW
IHURFLW\ )LR\G DQG :RROGULGJH   &RQVHTXHQWO\ DOO FRQQHFWHG WR
HQWHUSULVHIURPIURQWOLQHZRUNHUVWKURXJKWRSUHVLGHQWVVKDUHKROGHUVFXVWRPHUVDQG
VXSSOLHUV±PXVWDOLJQWKHPVHOYHVFRQWLQXRXVO\WRWKHILUP¶VVWUDWHJ\DQGH[HFXWHLW
<HW GHVSLWH WKH WKHRUHWLFDO VLJQLILFDQFH DQG SRWHQWLDOO\ FRQVLGHUDEOH LPSDFW RI
600WRGDWHIHZVWXGLHVLIDQ\KDYHIRFXVHGRQXQGHUVWDQGLQJWKHUROHRIWKHWRS
PDQDJHPHQWLQHQKDQFLQJWKHDIRUHPHQWLRQHGSURFHVVHVDQGRXWFRPHV7KHJRDO
RIWKHSUHVHQWVWXG\ZDVWRDGGUHVVWKLVLPSRUWDQW\HWUHODWLYHO\XQVWXGLHGLVVXH
7KH PRGHO SURSRVHG KHUH IRFXVHG RQ DQWHFHGHQWV RI NH\ IDFWRUV H[HUFLVLQJ DQ
LQWHUYHQLQJLPSDFWRQHPSOR\HHSHUIRUPDQFHDQGVDWLVIDFWLRQRIFXVWRPHUV

/LWHUDWXUH5HYLHZ
7KRXJKDQ60PD\EHHDVLO\XQGHUVWRRGLWVFRQQHFWLRQWRWKHRYHUDOOVWUDWHJ\RIWKH
ILUPRUWKHFRQQHFWLRQRIDQ\RQHSHUVRQWRWKH60PD\EHIDUIURPVLPSOH,WPD\
QRW EH REYLRXV WR SHUVRQQHO LQ DLUOLQH IRRG SUHSDUDWLRQ RU EDJJDJH KDQGOLQJ KRZ
WKHLUHIIRUWVFDQDIIHFWDQDLUOLQH¶VRQWLPHSHUIRUPDQFH$QGLWPD\QRWEHFOHDUWR
³EDFNURRP´VHUYLFHSHUVRQQHOLQDKRWHOVXFKDVFOHDQHUVWKDWWKHLUSHUIRUPDQFHFDQ
VLJQLILFDQWO\DIIHFWDJXHVW¶VVDWLVIDFWLRQ7KHH\HVRIWKHILUPDUHRQWKH607KRXJK
WKHLPSURYHPHQWLQWKH60PD\EHQHILWHYHU\ERG\DOOHPSOR\HHVPXVWXQGHUVWDQG
KRZ WKH\ FDQ DIIHFW WKH 60 LQ RUGHU WR UHOHDVH LWV IXOO SRZHU $QG WKH\ PXVW
XQGHUVWDQGWKHFRQQHFWLRQEHWZHHQWKH60DQGVWUDWHJ\&UHDWLQJWKHVHFRQQHFWLRQV
UHTXLUHV D V\VWHP IRU HGXFDWLQJ FRPSDQ\ PHPEHUV DQG FRPPXQLFDWLRQV OLQNV
EHWZHHQPHPEHUVWRLGHQWLI\RSSRUWXQLWLHVIURPZKLFKWKH\FDQEHQHILW
7KH XOWLPDWH JRDO RI DQ\ RUJDQL]DWLRQ LV WR PD[LPL]H WKH YDOXH FUHDWHG DQG
FDSWXUHGE\KXPDQUHVRXUFHV7RGRVRWKHRUJDQL]DWLRQPXVWHQJDJHLQPHDQVE\
ZKLFKVXSHULRUSHUIRUPDQFHDQGVHOIVDWLVIDFWLRQFDQEHREWDLQHG6XSHU0HDVXUH
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60 LVRQHVXFKPHDQVE\ZKLFKWKLVFDQEHDWWDLQHG0RUJDQDQG5DR  
GHVFULEH 60 DV D VLQJOH PHDVXUH WKDW LV UHOHYDQW XS GRZQ DQG DFURVV DQ
RUJDQL]DWLRQDQGWRLWVFXVWRPHUEDVH7KH\IXUWKHUVWDWHGWKDW60SURSHOVWKHILUP
LQDXQLILHGIDVKLRQLQLWVFKRVHQGLUHFWLRQ'HWHUPLQLQJWKHULJKWDVSHFWLQRUGHU
WRJDXJH60LVDYHU\FUXFLDOVWHSEHFDXVHLWOHDGVWRVDWLVIDFWLRQDQGSHUIRUPDQFH
RIWKHFRPSDQ\
0DQ\H[SHUWVEHOLHYHWKDWRQHPHDQVIRUDILUPWRDFKLHYHVXSHULRUVHUYLFHTXDOLW\
LVWRRIIHUDVHUYLFHJXDUDQWHH :LUW] $VHUYLFHJXDUDQWHHFDQFRPPXQLFDWH
WR HPSOR\HHV WKH OHYHO RI PDQDJHPHQW FRPPLWPHQW WR FXVWRPHU VDWLVIDFWLRQ
:LUW] DQGFDQSURYLGHDGLIILFXOWJRDOIRUHPSOR\HHVWRVWULYHWRZDUG$
VHUYLFH JXDUDQWHH FDQ HPSRZHU HPSOR\HHV WR VDWLVI\ FXVWRPHUV DQG WKHUHIRUH
HOLPLQDWHVRPHRIWKHFRQVWUDLQWVRQDFKLHYLQJWKDWJRDO%HWWHUVHUYLFHJXDUDQWHH
OHDGVWRSRVLWLYHDQGKLJKHUSHUIRUPDQFHDQGVDWLVIDFWLRQIRUWKHFRPSDQ\&DKLOO
DQG:DUVKDZN\  UHSRUWHGWKDWVHUYLFHJXDUDQWHHFRXOGSURYLGHYLVLRQDQG
YDOXHFRQJUXHQFH E\ FRPPXQLFDWLQJ WR HPSOR\HHV WKH OHYHO RI VHUYLFH WKDW WKH
ILUP LQWHQGV WR RIIHU WR LWV FXVWRPHUV $ VHUYLFH JXDUDQWHH SURYLGHV WDQJLEOH
HYLGHQFH WR DOO HPSOR\HHV RI WKH LPSRUWDQFH RI VHUYLFH TXDOLW\ WR WKH ILUP E\
SXVKLQJ  WKH ILUP IRU VHUYLFH TXDOLW\ ODSVHV 7KH UHFRYHU\ VLGH RI WKH VHUYLFH
JXDUDQWHHVFDQHPSRZHUHPSOR\HHVWRVDWLVI\FXVWRPHUV
7KHFOLPDWHRIFRQFHUQIRUFXVWRPHUVUHIHUVWRHPSOR\HHV¶VKDUHGSHUFHSWLRQRI
WKHSROLFLHVSUDFWLFHVDQGSURFHGXUHVUHJDUGLQJVHUYLFHTXDOLW\SURYLGHGWRWKH
FXVWRPHUVLQWKHIRFDOXQLW 6FKQHLGHU:KLWHDQG3DXO ,PSURYHGFXVWRPHU
UHODWLRQVKLSKDVSRVLWLYHLPSDFWRQSHUIRUPDQFHDQGVDWLVIDFWLRQRIWKHFRPSDQ\
%RZHQ DQG 2VWURII   YLHZ +5 SUDFWLFHV DV FRPPXQLFDWLRQ IURP WKH
PDQDJHPHQWWRWKHHPSOR\HHVWKDWGLUHFWO\VKDSHVKRZWKHHPSOR\HHVLQWHUSUHW
WKHVWUDWHJLFIRFXVRIWKHRUJDQL]DWLRQ6WUDWHJLFDOLJQPHQWKDVDSRVLWLYHLPSDFW
RQSHUIRUPDQFHDQGVDWLVIDFWLRQIRUWKHFRPSDQ\/XRDQG3DUN  VXJJHVWHG
WKDW WKH HQYLURQPHQW±VWUDWHJ\ FRDOLJQPHQW OHDGV WR VXSHULRU FRPSHWLWLYH
DGYDQWDJHDQGILQDQFLDOSHUIRUPDQFH)LQDQFLDOSHUIRUPDQFHLVDGHWHUPLQDQWRI
VXFFHVV DQG KHQFH VDWLVIDFWLRQ 6WURQJ DQG HIIHFWLYH OHDGHUVKLS OHDGV WR KLJK
SHUIRUPDQFHDQGVDWLVIDFWLRQOHYHOVLQWKHFRPSDQ\+XDQJ/LXDQG*RQJ  
VWDWHGWKDWWKHFDXVHRIFLWL]HQVKLSEHKDYLRUVLVWKHPRWLYDWLRQDOPRGHOZKLFKLV
LPSOHPHQWHG E\ HIIHFWLYH OHDGHUVKLS +XDQJ HW DO   DOVR DUJXHG WKDW LW LV
SODXVLEOH WKDW SDUWLFLSDWLYH OHDGHUVKLS EHKDYLRUV PD\ LQGXFH IHHOLQJV RI
PHDQLQJIXOQHVV DV ZHOO DV WKH VHQVH RI RZQHUVKLS DQG UHVSRQVLELOLW\ IRU ZRUN
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RXWFRPHVDVDUHVXOWHPSOR\HHVZLOOEHZLOOLQJWRGRZKDWHYHULWWDNHVWRPDNH
WKHRUJDQL]DWLRQVXFFHVVIXO
)RUDVHUYLFHJXDUDQWHHWREHHIIHFWLYHLWLVLPSRUWDQWWKDWWKHUHEHDYLVLEOHFRVWWR
WKHILUPWRUHFRYHUIURPDVHUYLFHIDLOXUHWKHWKLQNLQJEHLQJWKDWWKHVHIDLOXUHFRVWV
ZLOOHQFRXUDJHDOLJQPHQWRIWKHILUP¶VLQWHUQDOEHKDYLRUVZLWKLWVH[WHUQDOPDUNHW
GHPDQGV ,Q D WLPH RI LQFUHDVLQJ FRPSHWLWLRQ DQG PRUH GHPDQGLQJ FRQVXPHUV
VXSHULRUVHUYLFHTXDOLW\LVEHFRPLQJDNH\GHWHUPLQDQWRIDILUP VVXFFHVV -RFKHQ
 3UHP   )XUWKHUPRUH WKH ILUP KDV DQ RSSRUWXQLW\ WR UHFRYHU WKH VHUYLFH
DQGRUSD\RXWWKHJXDUDQWHHGFRPSHQVDWLRQZKHQGLVVDWLVILHGFXVWRPHUVFRPSODLQ
6DWLVIDFWLRQDQGFXVWRPHUUHWHQWLRQDUHIXUWKHULQFUHDVHGZKHQWKHFRPSODLQWVDUH
UHVROYHGWKURXJKVHUYLFHUHFRYHU\RUJXDUDQWHHSD\RXWV +DUW 
$ G\QDPLF HQYLURQPHQW UHTXLUHV FRQVLGHUDEOH ZRUN WR HQVXUH WKH VWUDWHJLF
DOLJQPHQW RI DQ\ PHDVXUHPHQW V\VWHP 7KH GLIILFXOW\ LQ FRQVWUXFWLQJ HIIHFWLYH
60V PD\ PDNH FKDQJHV GLIILFXOW WKRXJK EHQHILWV IURP WKH HDVH RI
FRPPXQLFDWLRQ PRQLWRULQJ DQG XQGHUVWDQGLQJ VKRXOG RIIVHW WKLV GLIILFXOW\
FRQVLGHUDEO\ ,Q VKRUW OLNH PDQ\ RWKHU LGHDV WKH 60 DSSURDFK QHHGV WR EH
PDQDJHG 0RUJDQ 5DR &XVWRPHUUHODWLRQVKLSHQKDQFHVWKHVDWLVIDFWLRQ
RIWKHFXVWRPHUVVXEVWDQWLDOO\2QHRIWKHQRWDEOHH[DPSOHVLV1RUGVWURPZKLFK
LV DQ XSVFDOH GHSDUWPHQW VWRUH NQRZQ IRU LWV XQSDUDOOHOHG IRFXV RQ FXVWRPHU
VHUYLFH 1RUGVWURP YLHZHG LWV IORRU VWDII DV ³LQGLYLGXDO HQWUHSUHQHXUV´ DQG
HQFRXUDJHG WKHP WR QXUWXUH ORQJWHUP SHUVRQDO UHODWLRQVKLSV ZLWK VKRSSHUV
0RUJDQ 5DR 6REDVHGRQDERYHGLVFXVVLRQIROORZLQJK\SRWKHVLVFDQEH
GHGXFWHG
+\SRWKHVLV&XVWRPHUVDWLVIDFWLRQLVSRVLWLYHO\UHODWHGZLWKVHUYLFHJXDUDQWHH
FXVWRPHUUHODWLRQVPDQDJLQJFXVWRPHUVVWUDWHJLFDOLJQPHQWDQGOHDGHUVKLS
+\SRWKHVLV  2UJDQL]DWLRQDO SHUIRUPDQFH LV SRVLWLYHO\ UHODWHG ZLWK VHUYLFH
JXDUDQWHH FXVWRPHU UHODWLRQV PDQDJLQJ FXVWRPHUV VWUDWHJLF DOLJQPHQW DQG
OHDGHUVKLS

&RQFHSWXDO0RGHO
0RVW UHVHDUFK VWXGLHV KDYH DQ H[SOLFLW RU LPSOLFLW WKHRU\ ZKLFK GHVFULEHV
H[SODLQVSUHGLFWVRUFRQWUROVWKHSKHQRPHQRQXQGHUVWXG\7KHRULHVDUHOLQNHGWR
FRQFHSWXDOPRGHOVDQGIUDPHZRUNVZKHUHDVDFRQFHSWXDOPRGHOLVPRUHDEVWUDFW
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WKDQDWKHRU\DQGDWKHRU\PD\EHGHULYHGIURPDPRGHOWKHIUDPHZRUNLVGHULYHG
GHGXFWLYHO\ IURP WKH WKHRU\ %XUQV  *URYHV   $ PRGHO LV WHVWHG WKDW
GHULYHGIURPDUHYLHZRIWKHOLWHUDWXUHE\LQWHJUDWLQJWKHRU\DQGUHVHDUFKUHODWLQJ
WRDQWHFHGHQWVRIVXSHUPHDVXUHPDQDJHPHQW 600 VXFKDVVHUYLFHJXDUDQWHH
FXVWRPHUUHODWLRQVKLSVWUDWHJLFDOLJQPHQWOHDGHUVKLSDQGPDQDJLQJFXVWRPHUDQG
WKHLU UHODWLRQVKLS ZLWK RUJDQL]DWLRQDO SHUIRUPDQFH DQG FXVWRPHU VDWLVIDFWLRQ
)LJXUH 
)LJXUH5HVHDUFK)UDPHZRUN
6HUYLFH
*XDUDQWHH

6WUDWHJLF
$OLJQPHQW
/HDGHUVKLS

&XVWRPHU
6DWLVIDFWLRQ

&XVWRPHU
5HODWLRQVKLS

2UJDQL]DWLRQDO
3HUIRUPDQFH

0DQDJLQJ
&XVWRPHU

0HWKRG
7KHVWXG\SURVHFXWHGFRQYHQLHQFHVDPSOLQJDSSURDFKWRFROOHFWGDWDIURPDODUJH
EDQN 7KH QDPH KRZHYHU ZDV SURPLVHG QRW WR EH GLVFORVHG GXH WR HWKLFDO
REOLJDWLRQV 6RPH GD\V ZHUH VSDUHG UDQGRPO\ WR JHW D ZKROH SLFWXUH RI WKH
RUJDQL]DWLRQ%RWKIURQWDQGPLGPDQDJHUVZHUHDSSURDFKHGDQGVDPSOHVL]HZDV
6XSHU0HDVXUH0DQDJHPHQW 600 FRQFHSWZDVVSHOOHGRXWEHIRUHJHWWLQJ
VWDUWHGZLWKGDWDFROOHFWLRQ)L[HGDOWHUQDWLYHZLWK/LNHUWVFDOH HJ KLJKO\
GLVDJUHH PRGHUDWHO\GLVDJUHH QHXWUDO PRGHUDWHO\DJUHHDQG KLJKO\
DJUHH ZDVGHSOR\HGZKLFKRWKHUZLVHIDOOVXQGHUWKHLWHPL]HGUDWLQJVFDOH7KH
TXHVWLRQQDLUH ZDV DGPLQLVWHUHG E\ D JURXS RI WKUHH PHPEHUV ZLWK SK\VLFDO
SUHVHQFHLQWKHRUJDQL]DWLRQ7KHVWXG\WRRNDQXPEHURIYDULDEOHVLQWRDFFRXQW
OLNH FXVWRPHU VDWLVIDFWLRQ VHUYLFH JXDUDQWHH FXVWRPHU UHODWLRQV PDQDJLQJ
FXVWRPHUV VWUDWHJLF DOLJQPHQW DQG OHDGHUVKLS FXVWRPHU VDWLVIDFWLRQ DQG
FRPSDQ\SHUIRUPDQFH

5HVXOWVDQG'LVFXVVLRQ
7DEOHEHORZUHSUHVHQWVUHOLDELOLW\FRHIILFLHQW DOSKD WKDWUDQJHVIURPWR
7KLV ZDV HVVHQWLDO WR NQRZ LQWHUQDO FRQVLVWHQF\ RI LWHPV DPRQJ WKH YDULDEOHV



$.00RPLQXO+DTXH7DOXNGHU 0G6DLIXU5DKPDQ7DOXNGHU

FRQVLGHUHGLQWKHVWXG\6LQFHWKHVDPSOHVL]HLVVPDOOHUVRLVWKHFRHIILFLHQWYDOXH
+\SRWKHVLVSUHGLFWHGWKDWFXVWRPHUVDWLVIDFWLRQLVSRVLWLYHO\UHODWHGZLWKVHUYLFH
JXDUDQWHH FXVWRPHU UHODWLRQV PDQDJLQJ FXVWRPHUV VWUDWHJLF DOLJQPHQW DQG
OHDGHUVKLS$VVKRZQLQ7DEOHFXVWRPHUVDWLVIDFWLRQLVVLJQLILFDQWO\SRVLWLYHO\
UHODWHGZLWKVHUYLFHJXDUDQWHHFXVWRPHUUHODWLRQVPDQDJLQJFXVWRPHUVVWUDWHJLF
DOLJQPHQW DQG OHDGHUVKLS 0RUJDQ DQG 5DR   DOVR UHSRUWHG WKDW FXVWRPHU
HYDOXDWHVWKHILUP¶VSHUIRUPDQFHDJDLQVWWKLVJXDUDQWHH
7DEOH0HDQ6WDQGDUG'HYLDWLRQ5HOLDELOLWLHVDQG&RUUHODWLRQVRI9DULDEOHV
9DULDEOHV

0HDQ 6'
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1  SDOOLWHPVPHDVXUHGLQSRLQWVFDOH5HOLDELOLW\YDOXHVDOSKDLQ
GLDJRQDO EROGHG

6HYHUDODXWKRUVKDYHIRXQGDSRVLWLYHFRUUHODWLRQEHWZHHQFXVWRPHUVDWLVIDFWLRQ
DQG PDQDJLQJ FXVWRPHUV 1XPHURXV VWXGLHV LQ WKH VHUYLFH VHFWRU KDYH DOVR
HPSLULFDOO\YDOLGDWHGWKHOLQNEHWZHHQVDWLVIDFWLRQDQGEHKDYLRUDOLQWHQWLRQVVXFK
DVFXVWRPHUUHWHQWLRQDQGZRUGRIPRXWK $QGHUVRQ 6XOOLYDQ%ROWRQ 
'UHZ   7KH UHVHDUFK KDV IRXQG RXW WKDW WKHUH LV D YHU\ VLJQLILFDQW
UHODWLRQVKLSEHWZHHQFXVWRPHUVDWLVIDFWLRQDQGVWUDWHJLFDOLJQPHQW7KXVVWUDWHJLF
DOLJQPHQW RI EXVLQHVV SURFHVVHV HQKDQFHV WKH VDWLVIDFWLRQ RI WKH FXVWRPHUV
*OREDO FRPSHWLWLRQ KDV IRUFHG ILUPV WR UHWKLQN WKHLU DSSURDFK WR SURYLGLQJ
SURGXFWVDQGVHUYLFHVWRWKHLUFXVWRPHUEDVH%XVLQHVVSURFHVVUHHQJLQHHULQJKDV
EHHQDGRSWHGE\PDQ\ILUPVLQDQHIIRUWWRLPSURYHWKHLUFRPSHWLWLYHSRVLWLRQDQG
HQKDQFH WKHLU DELOLW\ WR SURYLGH FXVWRPHU VDWLVIDFWLRQ DQG GHOLJKW $UFKLH 
:LOEXUQ 
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,Q+\SRWKHVLVZHSUHGLFWHGWKDWFRPSDQ\SHUIRUPDQFHLVSRVLWLYHO\UHODWHGZLWK
VHUYLFHJXDUDQWHHFXVWRPHUUHODWLRQVPDQDJLQJFXVWRPHUVVWUDWHJLFDOLJQPHQW
DQGOHDGHUVKLS$VGLVSOD\VLQ7DEOHRUJDQL]DWLRQDOSHUIRUPDQFHLVVLJQLILFDQWO\
SRVLWLYHO\ UHODWHG ZLWK FXVWRPHU UHODWLRQVKLS 0RUJDQ DQG 5DR   UHSRUWHG
WKDWOHDGHUVKLSDELOLWLHVHQKDQFHWKHVDWLVIDFWLRQRIWKHFXVWRPHUV&KRRVLQJWKH
VWUDWHJ\DQGGHYHORSLQJWKH60DQGLWVUHZDUGV\VWHPLVWKHILUVWSKDVHRI60
PDQDJHPHQWWKDWIDOOVWRDILUP¶VOHDGHUVKLS7KHUHVHDUFKKDVIRXQGRXWWKDWWKHUH
LV D YHU\ VLJQLILFDQW UHODWLRQVKLS EHWZHHQ FRPSDQ\ SHUIRUPDQFH DQG PDQDJLQJ
FXVWRPHUV%XVLQHVVSHRSOHLQWXLWLYHO\NQRZWKDWPDQDJLQJFXVWRPHUVZHOOOHDGV
WRLPSURYHGEXVLQHVVSHUIRUPDQFH(YHQ$QDO\VWV(FRQRPLVWVDQG6WRFNEURNHUV
DUH VWDUWLQJ WR WDNH FXVWRPHU PDQDJHPHQW VHULRXVO\ EHOLHYLQJ LW WR EH D YHU\
LPSRUWDQW ³LQWDQJLEOH WKDW GHWHUPLQHV VXVWDLQDEOH ORQJWHUP FRPSDQ\
SHUIRUPDQFH´
7KH VWXG\ KDV IRXQG RXW WKDW WKHUH LV D YHU\ VLJQLILFDQW UHODWLRQVKLS EHWZHHQ
FRPSDQ\SHUIRUPDQFHDQGOHDGHUVKLS$SDUWLFXODUFKDOOHQJHIRUOHDGHUVKLSPD\
EHWKHQHHGIRUILUPVWRKDYHWKHIOH[LELOLW\WRFRPPXQLFDWHHDVLO\DFURVVOHYHOV
DQGGHSDUWPHQWVDQGWDNHDFWLRQVDFFRUGLQJO\$ULJLGRUJDQL]DWLRQLVXQOLNHO\WR
EHDEOHWRDOLJQWKHIRUFHVQHFHVVDU\IRUWKHLPSDFWZHORRNIRUKHUH:HUHFRJQL]H
WKHGLIILFXOWLHVDVVRFLDWHGZLWKFKDQJLQJVXFKDQRUJDQL]DWLRQ DQGFXOWXUH7KLV
FKDOOHQJHPD\GHWHUVRPHOHDGHUVIURP60XVH 0RUJDQ 5DR 

&RQFOXVLRQ
)LQDOO\ LW PD\ EH SRVVLEOH WR NHHS PRGLI\LQJ DQG UHSODFLQJ 60V WR FUHDWH D
ORQJHUWHUPPDQDJHPHQWV\VWHP$G\QDPLFHQYLURQPHQWUHTXLUHVFRQVLGHUDEOH
ZRUNWRHQVXUHWKHVWUDWHJLFDOLJQPHQWRIDQ\PHDVXUHPHQWV\VWHP7KHGLIILFXOW\
LQFRQVWUXFWLQJHIIHFWLYH60VPD\PDNHFKDQJHVGLIILFXOWWKRXJKEHQHILWVIURP
WKH HDVH RI FRPPXQLFDWLRQ PRQLWRULQJ DQG XQGHUVWDQGLQJ VKRXOG RIIVHW WKLV
GLIILFXOW\FRQVLGHUDEO\,QVKRUWOLNHPDQ\LGHDVWKH60DSSURDFKQHHGVWREH
PDQDJHG )RU WKH JLYHQ RUJDQL]DWLRQ WKH VWXG\ IRXQG D YHU\ VLJQLILFDQW
UHODWLRQVKLS LQ FHUWDLQ DUHDV ZKLOH RWKHUV QRW ,Q RUGHU WR VXVWDLQ FXVWRPHU
VDWLVIDFWLRQ DQG SHUIRUPDQFH RI WKH HPSOR\HHV WKH RUJDQL]DWLRQV VKRXOG
XQGHUVFRUH LQWHUQDO YDULDEOHV OLNH OHDGHUVKLS VWUDWHJLF DOLJQPHQW VHUYLFH
JXDUDQWHHFXVWRPHUUHODWLRQVKLSDQGPDQDJHPHQWRIFXVWRPHUV6XSHUPHDVXUH
PDQDJHPHQWVKRXOGEHDYHU\HIIHFWLYHWRROE\OLQNLQJXSDOOWKHVHYDULDEOHVLQDOO
GLUHFWLRQVLQWKHJLYHQRUJDQL]DWLRQ
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/LPLWDWLRQVDQG'LUHFWLRQVIRU)XWXUH5HVHDUFK
2XUVDPSOHVL]HZDVQRWODUJH7KHUHDUHWZRFRQFHUQVZLWKDVPDOOVDPSOHVL]H
)LUVWVPDOOVDPSOHVL]HVJHQHUDWHORZVWDWLVWLFDOSRZHUPHDQLQJWKDWRQHLVPRUH
OLNHO\ WR FRQFOXGH IDOVHO\  WKDW QR UHODWLRQVKLS H[LVWV ZKHQ LQ IDFW RQH WUXO\
GRHV 7KLV LVVXH LV RI QR SDUWLFXODU FRQFHUQ KHUH EHFDXVH QHDUO\ DOO RI WKH
VWDWLVWLFDOWHVWVZHUHEDVHGRQZLWKLQLQGLYLGXDOUHODWLRQVKLSVZKHUHWKHQXPEHU
RIREVHUYDWLRQV 1 ҏ ZDVQRWPRUHWKDQDGHTXDWH7KHRWKHUFRQFHUQZLWKD
VPDOOVDPSOHVL]HLVJHQHUDOL]DELOLW\5HVXOWVIURPVPDOOVDPSOHVDUHOHVVOLNHO\WR
UHSOLFDWHEHFDXVHRIVHFRQGRUGHUVDPSOHHUURU +XQWHU 6FKPLGW *LYHQ
WKDW ZH IRFXVHG RQ ZRUNUHODWHG YDULDEOHV DVVRFLDWHG ZLWK VXSHU PHDVXUH
PDQDJHPHQWZHDUHXQDEOHWRUXOHRXWWKHSRVVLELOLW\WKDWKRPHUHODWHGIDFWRUV
LQIOXHQFHGRXUUHVXOWV:HGRQRWLPDJLQHLWLVIHDVLEOHWRLQFUHDVHWKHWHPSRUDO
OHQJWK RI WKH VWXG\ SDUWLFXODUO\ LQ ILHOG VHWWLQJV ZKHUH JDLQLQJ DFFHVV WR DQ
RUJDQL]DWLRQIRUH[WHQGHGSHULRGVRIWLPHLVGLIILFXOW+RZHYHULILWZHUHIHDVLEOH
LW PLJKW EH LQWHUHVWLQJ WR VWXG\ LPSDFW RI VXSHU PHDVXUH PDQDJHPHQW RYHU D
SURORQJHGWLPHLQWKHZRUNSODFH

5HIHUHQFHV
$QGHUVRQ ( DQG 6XOOLYDQ 0   7KH DQWHFHGHQWV  FRQVHTXHQFHV RI
FXVWRPHUVDWLVIDFWLRQIRUILUPV0DUNHWLQJ6FLHQFH  
$UFKLH/DQG:LOEXU,6  $VWUDWHJLFDOLJQPHQWDSSURDFKIRUHIIHFWLYH
EXVLQHVV SURFHVV UHHQJLQHHULQJ OLQNLQJ VWUDWHJ\ SURFHVVHV DQG
FXVWRPHUV IRU FRPSHWLWLYH DGYDQWDJH ,QWHUQDWLRQDO -RXUQDO RI
3URGXFWLRQ(FRQRPLFV  
%ROWRQ 51  'UHZ -+   $ ORQJLWXGLQDO DQDO\VLV RI WKH LPSDFW RI
VHUYLFHFKDQJHVRQFXVWRPHUDWWLWXGHV-RXUQDORI0DUNHWLQJ
%RZHQ '(  2VWURII &    8QGHUVWDQGLQJ +50ILUP SHUIRUPDQFH
OLQNDJHV7KHUROHRIWKH³VWUHQJWK´RIWKH+50V\VWHP$FDGHP\RI
0DQDJHPHQW5HYLHZ±
%XUQV 1  *URYHV 6   7KH 3UDFWLFH RI 1XUVLQJ 5HVHDUFK &RQGXFW
&ULWLTXHDQG8WLOL]DWLRQ7RURQWR2QWDULR:%6DXQGHUV&RPSDQ\
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&DKLOO'-  :DUVKDZN\ 50   %H\RQG FRPSHWHQFH 8QFRQGLWLRQDO
JXDUDQWHHVDVDFXVWRPHUVHUYLFHWRRO-RXUQDORI&XVWRPHU6HUYLFHLQ
0DUNHWLQJDQG0DQDJHPHQW  
&RWH - $  /HRQJ 6 0  3URYR 87 $VVRFLDWLRQ IRU &RQVXPHU 5HVHDUFK

)LR\G 6  :RROGULGJH %   0DQDJLQJ VWUDWHJLF FRQVHQVXV 7KH
IRXQGDWLRQRIHIIHFWLYHLPSOHPHQWDWLRQ7KH$FDGHP\RI0DQDJHPHQW
([HFXWLYH  
*UHQVLQ3RSKDO /   0RWLYDWH 0DQDJHUV WR 5HYLHZ 3HUIRUPDQFH +5
0DJD]LQH 5HWULHYHGIURPKWWSILQGDUWLFOHVPLBP 
+DUW&  7KHSRZHURIXQFRQGLWLRQDOVHUYLFHJXDUDQWHHV+DUYDUG%XVLQHVV
5HYLHZ  
+XDQJ ; - ,XQ /LX $  *RQJ <   'RHV 3DUWLFLSDWLYH /HDGHUVKLS
(QKDQFH:RUN3HUIRUPDQFH%\,QGXFLQJ(PSRZHUPHQW2U7UXVW"7KH
'LIIHUHQWLDO(IIHFWVRQ0DQDJHULDODQG1RQ0DQDJHULDO6XERUGLQDWHV
-RXUQDORI2UJDQL]DWLRQDO%HKDYLRXU  
+XQWHU-( 6FKPLGW)/  0HWKRGVRIPHWDDQDO\VLV&RUUHFWLQJHUURU
DQGELDVLQUHVHDUFKILQGLQJV QG(G 7KRXVDQG2DNV&$6DJH
-RFKHQ: 3UHP16 (GV   'HYHORSPHQWRID&RQFHSWXDO0RGHORQ
WKH,PSDFWRI*XDUDQWHHVRQ6HUYLFH)LUPVDQGWKHLU&XVWRPHUV$VLD
3DFLILF$GYDQFHVLQ&RQVXPHU5HVHDUFK
/XR <

 3DUN 6+    6WUDWHJLF $OLJQPHQW DQG 3HUIRUPDQFH RI
0DUNHW6HHNLQJ 01&V  LQ &KLQD 6WUDWHJLF 0DQDJHPHQW -RXUQDO
  

0RUJDQ, 5DR-  $OLJQLQJ6HUYLFH6WUDWHJ\WKURXJK6XSHU0HDVXUH
0DQDJHPHQW $FDGHP\RI0DQDJHPHQW  
6FKQHLGHU % :KLWH 6 6  3DXO 0&   /LQNLQJ VHUYLFH FOLPDWH DQG
FXVWRPHUSHUFHSWLRQVRIVHUYLFHTXDOLW\7HVWRIDFDXVDOPRGHO-RXUQDO
RI$OLHG3V\FKRORJ\±



$.00RPLQXO+DTXH7DOXNGHU 0G6DLIXU5DKPDQ7DOXNGHU

:LUW]-  'HYHORSPHQWRID0RGHORIWKH,PSDFWVRI6HUYLFH*XDUDQWHHV
3DSHU UHDG DW WK ,QWHUQDWLRQDO 5HVHDUFK 6HPLQDU LQ 6HUYLFH
0DQDJHPHQW,$(
:LUW]-  'HYHORSPHQWRID6HUYLFH*XDUDQWHH0RGHO$VLD3DFLILF-RXUQDO
RI0DQDJHPHQW

$&RPSDUDWLYH6WXG\RIWKH&RVWRI+LJKHU
(GXFDWLRQLQ3ULYDWHDQG3XEOLF8QLYHUVLWLHVLQ
%DQJODGHVK
'U%DVDQWD.XPDU%DUPRQ
,PUDQD6KDUPLQ
'HEDVKLVK'H\
$%675$&7
7KH SUHVHQW VWXG\ DLPV WR DWWHPSW D FRPSDUDWLYH VWXG\ RI WKH UHDVRQV IRU
HQUROPHQWLQSULYDWHXQLYHUVLWLHVDQGWRHVWLPDWHWKHFRVWRIHGXFDWLRQIRUKLJKHU
HGXFDWLRQ LQ ERWK SULYDWH DQG SXEOLF XQLYHUVLWLHV LQ %DQJODGHVK 3ULPDU\ DQG
VHFRQGDU\GDWDDUHXVHGLQWKLVVWXG\7KHILQGLQJVRIWKHVWXG\LQGLFDWHGWKDWWKH
PRQWKO\ DYHUDJH FRVW RI HGXFDWLRQ RI D VWXGHQW LQ D SULYDWH XQLYHUVLW\ LV
VLJQLILFDQWO\ KLJKHU WKDQ LQ D SXEOLF XQLYHUVLW\ 7KH PDLQ UHDVRQV DUH WKDW WKH
VWXGHQWV RI SULYDWH XQLYHUVLWLHV VSHQG PRUH PRQH\ RQ WXLWLRQ IHHV
DFFRPPRGDWLRQFRVWVDQGEHWWHUOLYLQJH[SHQVHVWKDQWKRVHRISXEOLFXQLYHUVLWLHV
DQGWKHFRVWVDOVRODUJHO\YDU\ LQERWKSULYDWHDQGSXEOLFXQLYHUVLWLHV DPRQJWKH
VWXGHQWVZLWKLQWKHVDPHXQLYHUVLW\2QDQDYHUDJHWKHSDUHQWV¶PRQWKO\LQFRPH
RIVWXGHQWVZKRDUHHQUROOHGLQSULYDWHXQLYHUVLWLHVLVVLJQLILFDQWO\KLJKHUWKDQWKDW
RI SXEOLF XQLYHUVLW\ DQG PRVW RI WKH SDUHQWV DUH HQJDJHG LQ EXVLQHVV RU JRRG
JRYHUQPHQW VHUYLFHV 7KH FRVW RI HGXFDWLRQ DOVR GHSHQGV RQ SDUHQWV¶ LQFRPH
IDPLO\ VL]H DQG WKH QXPEHU RI VWXGHQWV LQ WKH VDPH IDPLO\ 7KH VWXG\ DOVR
LQGLFDWHV WKDW RQ DQ DYHUDJH PRQWKO\ H[SHQGLWXUHV RI PDOH VWXGHQWV DUH
VLJQLILFDQWO\KLJKHUWKDQWKRVHRIIHPDOHVWXGHQWV
.H\ZRUGV&RVW+LJKHU(GXFDWLRQ3ULYDWHDQG3XEOLF8QLYHUVLW\%DQJODGHVK

,QWURGXFWLRQ
(GXFDWLRQLVWKHEDFNERQHRIDQDWLRQ%DQJODGHVKLVDGHYHORSLQJFRXQWU\DQGRXU
VWDQGDUGRIOLYLQJLVUHODWLYHO\ORZ7RLPSURYHRXUSUHVHQWVLWXDWLRQDQGFRQYHUW
%DQJODGHVKLQWRDGHYHORSHGFRXQWU\SURSHUKLJKHUHGXFDWLRQDQGWKHHIILFLHQF\


$VVRFLDWH3URIHVVRU'HSDUWPHQWRI(FRQRPLFV(DVW:HVW8QLYHUVLW\'KDND


6HQLRU/HFWXUHU'HSDUWPHQWRI(FRQRPLFV(DVW:HVW8QLYHUVLW\'KDND


)RUPHU6WXGHQW'HSDUWPHQWRI(FRQRPLFV(DVW:HVW8QLYHUVLW\'KDND
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RI LWV FLWL]HQV LV PXFK QHHGHG ,Q RXU FRXQWU\ ZH KDYH RQO\ WZHQW\ILYH SXEOLF
XQLYHUVLWLHV GLYLGHGLQWRPDQ\VHFWRUV ZKHUHDVWKHUHDUHDERXWILIW\IRXUSULYDWH
XQLYHUVLWLHVDQGWZR,QWHUQDWLRQDOXQLYHUVLWLHV XSWRVRXUFH8*& 7KHVH
SULYDWH XQLYHUVLWLHV DGG PRUH YDOXH WR WKH FLWL]HQV RI RXU FRXQWU\ E\ SURYLGLQJ
EHWWHU KLJKHU HGXFDWLRQ WR WKHP 7KLV FRPSDUDWLYH VWXG\ ZLOO DVVLVW VWXGHQWV WR
PDNHSURSHUGHFLVLRQVDERXWZKHQWRVWHSIRUZDUGLQWRWKHIXWXUHWRUHFHLYHWKHLU
KLJKHUHGXFDWLRQ%HIRUHHQUROOLQJLQWRDQ\XQLYHUVLW\WKHVWXGHQWVKRXOGEHDEOH
WRRUJDQL]HLQIRUPDWLRQUHJDUGLQJµZKDWWKHVHSULYDWHRUSXEOLFXQLYHUVLWLHVZLOO
SURYLGH¶µZKDWWKH\DUHFDSDEOHRI¶DQGµZKDWDUHWKHLUIXWXUHJRDOV¶$FFRUGLQJ
WRWKHJXDUGLDQVRIVWXGHQWVIHZVHFWRUVRQZKLFKFRPSDUDWLYHVWXG\RIHQUROPHQW
GHFLVLRQUHO\DUHTXDOLW\RIHGXFDWLRQHQYLURQPHQWRIWKHLQVWLWXWLRQDYDLODELOLW\
RIIDFXOW\PHPEHUVDYDLODELOLW\RIFRXUVHVDVSUHIHUUHGE\WKHVWXGHQWVDQGWKH
VRFLHW\FRVWRIHGXFDWLRQIDPLO\HDUQLQJVSUHVHQFHRIPRUHWHFKQLFDOLQVWUXPHQWV
DQG VXSSRUW WR HQKDQFH WHFKQRORJLFDO NQRZOHGJH EHWWHU UHSXWDWLRQ ZRUOGZLGH
EHWWHUFDUHHUFRXQVHOLQJSUDFWLFDODQGUHVHDUFKEDVHGWHDFKLQJV\VWHPIDYRUDEOH
OLEUDU\ IDFLOLWLHV OHVV FURZGHG FODVV URRPV QR SROLWLFDO LQWHUIHUHQFHV
DGYDQWDJHRXV DFFRPPRGDWLRQ IDFLOLWLHV ORZ OLYLQJ FRVWV DQG ILQDOO\ WKH PRVW
LPSRUWDQWWKLQJLVFDUHHUGHYHORSPHQWDFWLYLWLHV7KHXQLYHUVLWLHVWKDWFDQSURYLGH
WKHDERYHPHQWLRQHGIDFLOLWLHVSURILFLHQWO\FDQEHFRQVLGHUHGDVEHWWHUXQLYHUVLWLHV
FRPSDUHG WR RWKHUV $ORQJ ZLWK WKHVH UHODWLYH VHFWRUV RXU SUHVHQW HGXFDWLRQ
V\VWHP DOVR KDV D JUHDW LQIOXHQFH RYHU HQUROPHQW GHFLVLRQV RI VWXGHQWV DQG
JXDUGLDQVDQGLQWKHHVWDEOLVKPHQWRIQHZXQLYHUVLWLHVZLWKLQWKHFRXQWU\

5HYLHZRI/LWHUDWXUHV
7KHUHDUHDODUJHQXPEHURIUHVHDUFKVWXGLHVUHSRUWVDQGWKHRUHWLFDOZRUNVEDVHG
RQ WKH TXDOLW\ RI KLJKHU HGXFDWLRQ DQG LWV GHWHUPLQDQW IDFWRUV -DFREV 
6WHOOD  9DUJKHVH  /X[WRQ  DQG 3HUU\   FDXVHV RI WKH
HVWDEOLVKPHQW RI SULYDWH XQLYHUVLWLHV %HFN  %UD\  'XEH 
%UHVOHQ*HLJHU*HLJHU/HHDQG5DQVRPHWDO 
PRYHPHQWRIJURZWKUDWHRIKLJKHUHGXFDWLRQLQSULYDWHXQLYHUVLWLHV 4XGGXVDQG
5DVKLG DQGKLVWRU\DQGUHDVRQIRUWKHHVWDEOLVKPHQWRISULYDWHXQLYHUVLWLHV
LQ%DQJODGHVK +RSSHU4XGGXVDQG0RQLUDQG:RUOG%DQN 
$ODP HW DO   KDV DUJXHG WKDW SULYDWH XQLYHUVLWLHV DUH FUHDWLQJ TXDOLW\
VWXGHQWVDQGWKH\KDYHVLJQLILFDQWSRVLWLYHLPSDFWVRQHPSOR\PHQWVHFWRUZKLFK
LVLQFUHDVLQJYHU\VKDUSO\FRPSDUHGWRWKHLPSDFWWKDWSXEOLFXQLYHUVLWLHVKDYHLQ
%DQJODGHVK ,Q DGGLWLRQ SXEOLF XQLYHUVLWLHV KDYH PRUH SROLWLFDO LQIOXHQFHV
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VHFHVVLRQ GHOD\V DQG SROLWLFDO YLROHQFH FRPSDUHG WR SULYDWH XQLYHUVLWLHV LQ
%DQJODGHVK
6DEXU  KDVFRQGXFWHGDUHVHDUFKRQTXDOLW\RIVWXGHQWVLQWHUPVRIHGXFDWLRQ
LQSULYDWHDQGSXEOLFXQLYHUVLWLHVLQ%DQJODGHVKDQGFRQFOXGHGWKDWWKHVWXGHQWVRI
SXEOLF XQLYHUVLWLHV SRVVHVV JUHDWHU TXDOLW\ WKDQ SULYDWH XQLYHUVLW\ VWXGHQWV DQG
WKH\ KDYH EHWWHU SRVVLELOLW\ LQ WKH MRE PDUNHWV FRPSDUHG WR SULYDWH XQLYHUVLW\
VWXGHQWV
/DPDQJD  KDVKLJKOLJKWHGWKUHHGLIIHUHQWDVSHFWVZKLFKLQFOXGHPHDVXULQJ
WKH TXDOLW\ RI HGXFDWLRQ WHDFKLQJ DQG UHVHDUFK DQG GHPDQG IRU ODERU LQ MRE
PDUNHWVRI%DQJODGHVKDQGKHFRQFOXGHGWKDWWKHVWXGHQWVRISXEOLFXQLYHUVLWLHV
DUHPRUHTXDOLILHGWKHLUWHDFKLQJHQYLURQPHQWLVEHWWHUDQGPRVWRIWKHWHDFKHUV
HQJDJH LQ UHVHDUFK DFWLYLWLHV UDWKHU WKDQ LQ SULYDWH DFWLYLWLHV FRPSDUHG WR WKH
SULYDWHXQLYHUVLWLHVLQ%DQJODGHVK
0DVXP   DQG $PLQX]]DPDQ   KDYH DOVR FRQGXFWHG VLPLODU W\SHV RI
UHVHDUFK DFWLYLWLHV RQ TXDOLW\ RI HGXFDWLRQ LQ SULYDWH DQG SXEOLF XQLYHUVLWLHV LQ
%DQJODGHVK7KH\KDYHGLVFXVVHGWKHPHWKRGRIWHDFKLQJDQGOHDUQLQJDVVHVVPHQW
PHWKRGV DQG H[DPLQDWLRQ TXDOLW\ GLUHFW IDFLOLWLHV LQGLUHFW IDFLOLWLHV SROLWLFDO
FOLPDWH XSGDWLQJ DQG XSJUDGLQJ RI SURIHVVLRQDO NQRZOHGJH DQG VNLOOV DQG
LPSURYHPHQW RI EURDGHU HGXFDWLRQDO NQRZOHGJH DGPLQLVWUDWLYH DQG UHVRXUFH
HQYLURQPHQWV DQG WKH\ KDYH IRXQG DPELJXRXV UHVXOWV +RZHYHU FRPSDUDWLYH
VWXG\ RI WKH FRVW RI KLJKHU HGXFDWLRQ LQ SULYDWH DQG SXEOLF XQLYHUVLWLHV LQ
%DQJODGHVK KDV QRW EHHQ DQDO\]HG H[SOLFLWO\ 7KHUHIRUH WKH SUHVHQW VWXG\
DQDO\]HV WKH FRPSDULVRQ LQ WKH FRVW RI KLJKHU HGXFDWLRQ LQ SXEOLF DQG SULYDWH
XQLYHUVLWLHVLQ%DQJODGHVK

3UHVHQW(GXFDWLRQ6\VWHPVLQ%DQJODGHVK
7KHSUHVHQWHGXFDWLRQV\VWHPLQ%DQJODGHVKLVFKDUDFWHUL]HGE\WKHFRH[LVWHQFH
RI WKUHH PDMRU VWDJHV  SULPDU\ VWDJH VHFRQGDU\ VWDJH DQG WHUWLDU\ VWDJH RI
HGXFDWLRQ7KHSUHVHQWVWUXFWXUHRIHGXFDWLRQV\VWHPVLQ%DQJODGHVKLVSUHVHQWHG
E\)LJXUH
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)LJXUH(GXFDWLRQ6\VWHPLQ%DQJODGHVK
(GXFDWLRQ6\VWHPLQ
%DQJODGHVK

3ULPDU\
HGXFDWLRQ
&ODVVWR

6HFRQGDU\
(GXFDWLRQ

6HFRQGDU\6FKRRO
&HUWLILFDWH 66&
&ODVV 
+LJKHU6HFRQGDU\
&HUWLILFDWH +6&
&ODVV 

7HUWLDU\
(GXFDWLRQ
'HJUHH
'HJUHH +RQRXUV
0DVWHURI6FLHQFH
06
'RFWRURI
3KLORVRSK\ 3K'

3ULPDU\(GXFDWLRQ6WDJH
7KHILUVWVWDJHRIHGXFDWLRQLVFDOOHGSULPDU\HGXFDWLRQDQGLWVOHQJWKLV\HDUV¶
IRUPDOVFKRROLQJ FODVVJUDGH,9 $WWKLVVWDJHHGXFDWLRQIRUPDOO\FRPPHQFHV
\HDUVRIDJHJURXSXSWR\HDUV3ULPDU\HGXFDWLRQLVPDLQO\LPSDUWHGE\WKH
JRYHUQPHQWDQGQRQJRYHUQPHQWSULPDU\VFKRROVXQGHUWKH0LQLVWU\RI3ULPDU\
DQG0DVV(GXFDWLRQ 0230( 7KHHFRQRPLFDOO\EHWWHURIIIDPLOLHVVHQGWKHLU
FKLOGUHQWRSULYDWH(QJOLVK0HGLXPVFKRROVIRUHGXFDWLRQDQGLWLVYHU\H[SHQVLYH
7KHSULPDU\HGXFDWLRQLQJRYHUQPHQWSULPDU\VFKRROLVWRWDOO\IUHHRIFRVWDQGWKH
JRYHUQPHQWSURYLGHVDOOWH[WERRNVIRUIUHH7KHSULPDU\HGXFDWLRQLVFRPSXOVRU\
IRUDOOFKLOGUHQLQ%DQJODGHVK1RZDGD\VPRVWRIWKHSDUHQWVVHQGWKHLUFKLOGUHQ
WRSULYDWHVFKRROVNLQGHUJDUWHQVIRURQHWRWZR\HDUVDVSUHSULPDU\HGXFDWLRQ
6HFRQGDU\(GXFDWLRQ6WDJH
$IWHUFRPSOHWLRQRISULPDU\HGXFDWLRQVWXGHQWV \HDUV HQUROOLQVHFRQGDU\
KLJK VFKRRO 7KH VHFRQGDU\ VWDJH LV DJDLQ FRPSULVHG RI WKUHH SKDVHV  L  )LUVW
SKDVH LL 6HFRQGSKDVH LLL 7KLUG ILQDOSKDVH 
L )LUVW3KDVH7KHOHQJWKRIWKHILUVWSKDVHRIVHFRQGDU\HGXFDWLRQVSDQVRYHU
\HDUVRIVFKRROLQJIRUHGXFDWLRQ FODVVJUDGH9,,,9 
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LL  6HFRQGDU\ 3KDVH $W WKH HQG RI WKH ILUVW SKDVH VRPH VWXGHQWV PDLQO\
ILQDQFLDOO\ QRW VROYHQW DQG QRW PHULWRULRXV VWXGHQWV  VZLWFK RYHU WR MRLQ WKH
YRFDWLRQDOVWUHDPRIIHUHGE\9RFDWLRQDO7UDLQLQJ,QVWLWXWHV 9,7 DQG7HFKQLFDO
7UDLQLQJ&HQWHUV 77& PDQDJHGE\WKH0LQLVWU\RI(GXFDWLRQDQGWKH0LQLVWU\
RI/DERUDQG(PSOR\PHQWUHVSHFWLYHO\+RZHYHUWKHVWXGHQWVLQWKHPDLQVWUHDP
FRQWLQXHLQWKHJRYHUQPHQWDQGQRQJRYHUQPHQWVHFRQGDU\VFKRROVIRU\HDUVRI
VFKRROLQJ LQ WKHLU UHVSHFWLYH DUHDV RI VSHFLDOL]DWLRQ LH VFLHQFH KXPDQLWLHV
FRPPHUFHHWF$WWKHHQGRIWKHWKFODVVWKHVWXGHQWVVLWIRUWKHLUILUVWSXEOLF
H[DPLQDWLRQFDOOHG6HFRQGDU\6FKRRO&HUWLILFDWH 66& XQGHUWKHVXSHUYLVLRQRI
VHYHQHGXFDWLRQERDUGVRI%DQJODGHVK
7KHVWXGHQWVRIUHOLJLRXVHGXFDWLRQDQG(QJOLVKPHGLXPVWUHDPVDOVRVLWIRUWKHLU
UHVSHFWLYH H[DPLQDWLRQ ZKLFK DUH FDOOHG µ'DNKLO¶ DQG µ2¶ OHYHO UXQ E\ WKH
0DGUDVKD(GXFDWLRQERDUGDQG(GH[FHO&DPEULGJHERDUG/RQGRQUHVSHFWLYHO\
LLL 7KLUG)LQDO3KDVH$IWHUFRPSOHWLRQRI\HDUVRIVFKRROLQJ SULPDU\DQG
VHFRQGDU\ VWXGHQWV \HDUV ZKRVXFFHHGLQSDVVLQJWKH6HFRQGDU\6FKRRO
&HUWLILFDWH 66& 'KDNLO  µ2¶ OHYHO  H[DPLQDWLRQ KDYH WKH RSSRUWXQLW\ WR JHW
DGPLWWHGLQFROOHJHIRU\HDUV¶+LJKHU6HFRQGDU\(GXFDWLRQLQWKHLUUHVSHFWLYH
DUHDV RI VSHFLDOL]DWLRQ VFLHQFH FRPPHUFH DQG KXPDQLWLHV  RU HQUROO LQ
WHFKQLFDOSRO\WHFKQLFDOLQVWLWXWHVIRUWHFKQLFDOHGXFDWLRQ$WWKHHQGRIWKHWK
FODVVWKHVWXGHQWVVLWIRUWKHLUVHFRQGSXEOLFH[DPLQDWLRQFDOOHG+LJKHU6HFRQGDU\
&HUWLILFDWH +6& XQGHUWKHVXSHUYLVLRQRIERDUGV
7KHVWXGHQWVRIUHOLJLRXVHGXFDWLRQDQG(QJOLVKPHGLXPVWUHDPVDOVRVLWIRUWKHLU
UHVSHFWLYHH[DPLQDWLRQZKLFKDUHFDOOHGµ$OLP¶DQGµ$¶OHYHOUXQE\WKH0DGUDVKD
(GXFDWLRQERDUGDQG(GH[FHO&DPEULGJHERDUG/RQGRQUHVSHFWLYHO\
+LJKHU(GXFDWLRQ7HUWLDU\6WDJH
$IWHUVXFFHVVIXOFRPSOHWLRQRIKLJKHUVHFRQGDU\FHUWLILFDWH +6& H[DPLQDWLRQ
WKHVWXGHQWV  KDYHDQRSSRUWXQLW\WRHQUROOLQSXEOLFDQGSULYDWHXQLYHUVLWLHV
GHJUHHFROOHJHVWHFKQLFDOFROOHJHVVSHFLDOL]HGLQVWLWXWLRQVIRUKLJKHUHGXFDWLRQ
7KHUHDUHWZRW\SHVRIPDMRUKLJKHUHGXFDWLRQLQVWLWXWLRQVLQ%DQJODGHVKZKLFK
DUH FRQGXFWHG E\ WKH JRYHUQPHQW DQG WKH QRQJRYHUQPHQW ERGLHV 7KH PDMRU
KLJKHUHGXFDWLRQLQVWLWXWLRQVLQ%DQJODGHVKZKLFKDUHFRQGXFWHGE\JRYHUQPHQW
LQFOXGH GHJUHHOHYHO OLEHUDO DUWV FROOHJHV DIILOLDWHG E\ WKH %DQJODGHVK 1DWLRQDO
8QLYHUVLW\ %DQJODGHVK 2SHQ 8QLYHUVLW\ 8QLYHUVLW\ RI (QJLQHHULQJ DQG
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7HFKQRORJ\$JULFXOWXUDO8QLYHUVLW\PHGLFDOFROOHJHVGHQWDOFROOHJHVWHDFKHU¶V
WUDLQLQJ FROOHJHV FROOHJHV RI SK\VLFDO HGXFDWLRQ FROOHJH RI WH[WLOH WHFKQRORJ\
FROOHJH RI OHDWKHU WHFKQRORJ\ (DFK RI WKH XQLYHUVLWLHV DQG FROOHJHV FRQGXFW LWV
RZQH[DPLQDWLRQVZKLOHWKH%DQJODGHVK1DWLRQDO8QLYHUVLW\LVUHVSRQVLEOHIRU
FRQGXFWLQJEDFKHORU¶VDQGPDVWHU¶VH[DPLQDWLRQVRIWKHDIILOLDWHGGHJUHHFROOHJH
WKURXJKRXW WKH FRXQWU\ %DQJODGHVK 2SHQ 8QLYHUVLW\ %28  FRQGXFWV
QRQFDPSXV GLVWDQFH HGXFDWLRQ SURJUDPV HVSHFLDOO\ LQ WKH ILHOG RI WHDFKHU
HGXFDWLRQDQGRIIHUV%DFKHORURI(GXFDWLRQ %(G DQG0DVWHURI(GXFDWLRQ 0
(G GHJUHHV%28FRQGXFWVIRUPDOFRXUVHVDQGQRQIRUPDOFRXUVHV
7KHUHDUHSULYDWHXQLYHUVLWLHVDQGPDQ\SULYDWHPHGLFDODQGGHQWDOFROOHJHVLQ
%DQJODGHVK DQG WKH\ ZHUH HVWDEOLVKHG XQGHU WKH 1RQJRYHUQPHQW 8QLYHUVLWLHV
$FW $FW  RI   DQG DOO WKH XQLYHUVLWLHV DUH LQGHSHQGHQW WR FRQGXFW
H[DPLQDWLRQVOLNHSXEOLFXQLYHUVLW\LQ%DQJODGHVK

7UHQGRI+LJKHU(GXFDWLRQLQ%DQJODGHVK
$IWHU WKH LQGHSHQGHQFH RI %DQJODGHVK DOO JRYHUQPHQWV FRQVLGHUHG HGXFDWLRQDO
GHYHORSPHQWDVRQHRIWKHSULPHVHFWRUVDQGVSHQWKXJHDPRXQWRIPRQH\ KLJKHVW
SRUWLRQRIQDWLRQDOEXGJHW IRUWKHGHYHORSPHQWRIHGXFDWLRQVHFWRUV7KHWUHQGRI
LQVWLWXWLRQVIRUKLJKHUHGXFDWLRQVXFKDVQXPEHURIFROOHJHVDQGXQLYHUVLWLHVDUH
SUHVHQWHG LQ 7DEOH  DQG  DQG QXPEHUV RI VWXGHQWV LQ SXEOLF DQG SULYDWH
XQLYHUVLWLHVDUHSUHVHQWHGLQ7DEOHDQG
7DEOH7UHQGRI1XPEHURI&ROOHJHVDQG6WXGHQWVIURPWR
<HDU

1RRI&ROOHJH

1RRI6WXGHQWV

3XEOLF

3ULYDWH

7RWDO

7RWDO

0DOH

)HPDOH







































































6RXUFH%%6DQG

7KH7DEOHVDQGVKRZWKDWIURPWRWKHQXPEHURIFROOHJHVLQFUHDVHG
VKDUSO\ DQG FRPSDUHG WR WKDW QXPEHU RI VWXGHQWV¶ HQUROPHQW LQFUHDVHG
VXEVWDQWLDOO\ ,W VKRZV D KXJH LQIOXHQFH RQ KLJKHU HGXFDWLRQ LQ WKH 8QLYHUVLW\

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



OHYHO+RZHYHUWKHQXPEHURIFROOHJHVLQFUHDVHGPRUHUDSLGO\IURPWR
PDLQO\ EHFDXVH RI WKH LQFUHDVHG DZDUHQHVV RI WKH SHRSOH LQ %DQJODGHVK $V D
UHVXOWWKHQXPEHURIVWXGHQWHQUROOPHQWKDVDOVRLQFUHDVHGLQWKHVDPHPDQQHU
7DEOH7UHQGRI1XPEHURI8QLYHUVLWLHVDQG6WXGHQWVIURPWR
<HDU

1RRI8QLYHUVLWLHV

1RRI6WXGHQWV

3XEOLF

3ULYDWH

7RWDO

0DOH

)HPDOH

7RWDO































































































































6RXUFH%%6DQG

7KH WUHQGV RI QXPEHU RI XQLYHUVLWLHV DQG WKH QXPEHU RI VWXGHQWV HQUROOHG LQ
XQLYHUVLWLHVRI%DQJODGHVKDUHVKRZQLQ7DEOHDQG7KHWDEOHVVKRZWKDWIURP
WKH\HDUWRWKHUHZDVDVLJQLILFDQWLQFUHDVHLQQXPEHURIXQLYHUVLWLHV
DQGVWXGHQWVVKRZLQJWKDWWKHGHPDQGRIXQLYHUVLW\HGXFDWLRQJUHDWO\LQFUHDVHG
IURPWKDWSHULRGRQZDUGV
7DEOH7UHQGVRI8QLYHUVLWLHVLQ%DQJODGHVKIURPWR
1RRIXQLYHUVLWLHV
<HDU 



3XEOLF 

3ULYDWH 

7RWDO 









































































6RXUFH%%6DQG





'U%DVDQWD.XPDU%DUPRQ,PUDQD6KDUPLQ 'HEDVKLVK'H\

7DEOH7UHQGRI(QUROPHQWRI6WXGHQWVLQ3ULYDWHDQG3XEOLF8QLYHUVLWLHV
%DQJODGHVK
8QLYHUVLW\
7RWDO

RISULYDWHVWXGHQWVWR
WRWDOVWXGHQWV

































































<HDU

3XEOL

3ULYDWH







6RXUFH%DQJODGHVK$UWKRQRLWLN6RPLNNKD0LQLVWU\RI)LQDQFH*RYHUQPHQWRI%DQJODGHVKSS

$IWHU  RXU HGXFDWLRQ VHFWRU LPSURYHG E\ ODUJH QXPEHU RI HQUROPHQWV DQG
JURZWKLQTXDOLW\DQGTXDQWLW\RIWKHSXEOLFDQGSULYDWHXQLYHUVLWLHV)URPWKDW
SHULRG RQZDUGV WKH SULYDWH VHFWRU UHFHLYHG PXFK ERRVW LQ FRPSDULVRQ ZLWK WKH
SXEOLF VHFWRU ZKLFK KDV EHHQ VWDWLVWLFDOO\ SURYHG DQG QRZ ERWK WKH VHFWRUV
FKDOOHQJHHDFKRWKHU6REHIRUHWDNLQJWKHHQUROPHQWGHFLVLRQZHVKRXOGEHPRUH
FRQFHUQHG DERXW WKH FRPSDUDWLYH SHUIRUPDQFH RI RXU SULYDWH DQG SXEOLF
XQLYHUVLWLHV

0HWKRGRORJ\RIWKH6WXG\
6RXUFHRI'DWD
%DVHGRQWKHREMHFWLYHVRIWKHVWXG\SULPDU\DQGVHFRQGDU\GDWDZHUHXVHGLQWKLV
VWXG\ 3ULPDU\ GDWD ZHUH FROOHFWHG WKURXJK FRPSUHKHQVLYH TXHVWLRQQDLUH WKDW
LQFOXGHGERWKSXEOLFDQGSULYDWHXQLYHUVLW\VWXGHQWV$WRWDORIVDPSOHVZHUH
UDQGRPO\VHOHFWHGIURPIRXUSULYDWHXQLYHUVLWLHVDQGVDPSOHVZHUHFROOHFWHG
IURPSXEOLFXQLYHUVLWLHVLQ%DQJODGHVK6HFRQGDU\GDWDZHUHFROOHFWHGIURPWKH
UHSRUW RI %DQJODGHVK %XUHDX RI 6WDWLVWLFV %%6  0LQLVWU\ RI HGXFDWLRQ RI
%DQJODGHVKDQGIURPWKHUHSRUWRI8QLYHUVLW\*UDQWV&RPPLVVLRQ 8*& 7DEXODU
DQGVWDWLVWLFDODQDO\VHVZHUHXVHGLQWKLVVWXG\

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



$QDO\WLFDO7HFKQLTXH
7RFRPSDUHWKHWRWDOH[SHQGLWXUHRIDVWXGHQWRISULYDWHDQGSXEOLFXQLYHUVLWLHV
WKHIROORZLQJPXOWLSOHUHJUHVVLRQZDVHVWLPDWHGXVLQJRUGLQDU\OHDVWVTXDUH 2/6 
PHWKRG
<

D E ; 

E ; 

E ; 

E '

E '

E '

E '

E '

HL

:KHUH
'HSHQGHQWYDULDEOH
< 7RWDOH[SHQGLWXUHRIDVWXGHQW 7DNDPRQWK
D &RQVWDQWWHUP
EL 5HJUHVVLRQFRHIILFLHQWVWREHHVWLPDWHG L ««
,QGHSHQGHQWYDULDEOHV

; )DPLO\LQFRPH 7DNDPRQWK
; )DPLO\VL]H 1XPEHU
; 1XPEHURIVWXGHQWRIUHVSRQGHQWIDPLO\
'XPP\YDULDEOHV

' *HQGHU PDOH DQGIHPDOH 
' ,QVWLWXWLRQXQLYHUVLW\ SULYDWHXQLYHUVLW\ DQGSXEOLF 
' +RPHGLVWULFWRIWKHVWXGHQWV 'KDND DQGRWKHUGLVWULFW 
' 5HVLGHQFHRIWKHVWXGHQWV :LWKIDPLO\ DQGZLWKRXWIDPLO\ 
' -RERIWKHJXDUGLDQV 6HUYLFH DQGRWKHUV 
HL 5DQGRPHUURU QRUPDOO\GLVWULEXWHGZLWKPHDQȝDQGı
,QDGGLWLRQWRWKLVVWXGHQWWWHVWDQGWDEXODUIRUPVDUHXVHGLQWKLVVWXG\



'U%DVDQWD.XPDU%DUPRQ,PUDQD6KDUPLQ 'HEDVKLVK'H\

5HVXOWVDQG'LVFXVVLRQV
'HILQLWLRQRI9DULDEOHVDQG([SHFWHG6LJQ
%DVHGRQWKHREMHFWLYHVRIWKHVWXG\SHUPRQWKH[SHQGLWXUH < RIDVWXGHQWDVD
GHSHQGHQWYDULDEOHDQGSHUPRQWKLQFRPHRISDUHQWVRIVWXGHQW ; IDPLO\VL]H
; QXPEHURIVWXGHQWVRIVDPSOHGIDPLO\ ; GXPP\YDULDEOHVJHQGHU '
PDOH DQGIHPDOH  XQLYHUVLW\ 'SULYDWH DQGSXEOLF  KRPHGLVWULFW
''KDND DQGRWKHUV  UHVLGHQFH 'RZQIDPLO\ KLUHGKRXVH  
DQGMREVWDWXVRISDUHQWV 'VHUYLFH DQGRWKHU  DUHXVHGDVLQGHSHQGHQW
YDULDEOHV LQ WKH UHJUHVVLRQ PRGHO 7KH GHILQLWLRQV RI WKH YDULDEOHV XVHG LQ WKH
UHJUHVVLRQPRGHODUHSUHVHQWHGLQ7DEOH
7DEOH'HILQLWLRQRIWKH9DULDEOHVXVHGLQWKH5HJUHVVLRQ(TXDWLRQ
9DULDEOHV

'HILQLWLRQV

'HSHQGHQWYDULDEOH
7RWDOH[SHQGLWXUH <

7RWDOPRQWKO\H[SHQGLWXUHRQHGXFDWLRQ WXLWLRQIHHV DQGOLYLQJH[SHQVHV WDND

,QGHSHQGHQWYDULDEOHV
,QFRPHRISDUHQWV ;

7RWDOPRQWKO\IDPLO\LQFRPHHDUQHGE\DOOWKHIDPLO\PHPEHUV WDND

)DPLO\VL]H ;

1XPEHURIIDPLO\PHPEHUV

1RRIVWXGHQWRI
UHVSRQGHQWV IDPLO\ ;

7RWDOQXPEHURIVWXGHQWVLQWKHIDPLO\

'XPP\YDULDEOHV
*HQGHU '

0DOH DQGIHPDOH 

8QLYHUVLW\ '

3ULYDWHXQLYHUVLW\ DQGSXEOLFXQLYHUVLW\ 

+RPHGLVWULFW '

'KDND DQGRWKHUGLVWULFW 

5HVLGHQFH '

2ZQIDPLO\ DQGKLUHGKRXVH 

-RERISDUHQWV '

6HUYLFH EXVLQHVVRURWKHUV 

6RXUFH)LHOGVXUYH\

,QFRPHRI3DUHQWV ;
3HU PRQWK H[SHQGLWXUH RI VWXGHQWV WXLWLRQ IHHV DQG GDLO\ H[SHQVHV  PDLQO\
GHSHQGVRQWKHSDUHQWV¶LQFRPH ; $VXVXDOWKHVWXGHQWKDVDWHQGHQF\WRXVH
PRUHPRQH\DVH[SHQGLWXUHLIKLVKHUSDUHQWVSURYLGHDODUJHDPRXQWRIPRQH\
DQG WKLV PRQH\ PDLQO\ GHSHQGV RQ WKH LQFRPH RI SDUHQWV 7KHUHIRUH WKH
FRHIILFLHQWRISDUHQWV¶LQFRPHLQWKHUHJUHVVLRQPRGHOLVH[SHFWHGWREHSRVLWLYH

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



)DPLO\6L]H ;
)DPLO\ VL]H ;  LV FRQVLGHUHG LQ WKH UHJUHVVLRQ PRGHO DV D QXPEHU RI IDPLO\
PHPEHUV,IWKHIDPLO\VL]HLVODUJHWKHQWKHODUJHSRUWLRQRISDUHQWV¶LQFRPHLV
XVHGDVGDLO\IRRGH[SHQGLWXUHDQGIRURWKHUSXUSRVHV$VDUHVXOWWKHSDUHQWVVHQG
FRPSDUDWLYHO\ OHVV DPRXQW RI PRQH\ WR WKHLU VRQGDXJKWHU IRU PRQWKO\
H[SHQGLWXUH 7KXV WKH FRHIILFLHQW RI IDPLO\ VL]H LQ WKH UHJUHVVLRQ PRGHO LV
H[SHFWHGWREHQHJDWLYH
1XPEHURI6WXGHQWVLQWKH)DPLO\ ;
7KHQXPEHURIVWXGHQWVLQWKHIDPLO\KDVDOVRVLJQLILFDQWLPSDFWRQWKHSHUPRQWK
H[SHQGLWXUHRIVWXGHQWVWKDWWKHSDUHQWVVHQGWRWKHLUVRQVGDXJKWHUV$SDUWRIWKH
SDUHQWV¶LQFRPHLVDOVRXVHGDVWKHH[SHQGLWXUHRIWKHRWKHUFKLOGUHQ¶VHGXFDWLRQ
7KHUHIRUHWKHFRHIILFLHQWRIQXPEHURIVWXGHQWVLQWKHIDPLO\LVH[SHFWHGWREH
QHJDWLYH

'XPP\9DULDEOHV '
*HQGHU '
7KH FRHIILFLHQW RI GXPP\ YDULDEOH JHQGHU ' PDOH  DQG IHPDOH   LQ D
UHJUHVVLRQLVH[SHFWHGWREHSRVLWLYHRUQHJDWLYH&RQVLGHULQJWKHVRFLRHFRQRPLF
WH[W RI RXU FRXQWU\ PDLQO\ WKH PDOH VWXGHQWV XVH PRUH PRQH\ LQ VPRNLQJ DQG
RWKHU DFWLYLWLHV &RQVHTXHQWO\ WKH FRHIILFLHQW RI JHQGHU LQ WKH PHQWLRQHG
UHJUHVVLRQPRGHOLVH[SHFWHGWREHQHJDWLYH
8QLYHUVLW\ '
7XLWLRQIHHVDUHDODUJHSDUWRISHUPRQWKH[SHQGLWXUHRIDVWXGHQW,Q%DQJODGHVK
WKHVWXGHQWVZKRVWXG\LQSULYDWHXQLYHUVLWLHVXVHFRPSDUDWLYHO\ODUJHDPRXQWRI
PRQH\ DV WXLWLRQ IHHV FRPSDUHG WR WKRVH RI SXEOLF XQLYHUVLWLHV 7KHUHIRUH WKH
FRHIILFLHQWRIXQLYHUVLW\ 'SULYDWHXQLYHUVLW\ DQGSULYDWHXQLYHUVLW\  LQ
WKHUHJUHVVLRQPRGHOLVH[SHFWHGWREHSRVLWLYH
+RPH'LVWULFW '
7KHFRHIILFLHQWRIKRPHGLVWULFW ''KDNDFLW\ DQGRWKHUFLW\  LQWKH
UHJUHVVLRQPRGHOFDQEHH[SHFWHGWREHSRVLWLYHRUQHJDWLYH8VXDOO\PRVWRIWKH
SULYDWHXQLYHUVLWLHVDUHORFDWHGLQ'KDNDFLW\DQGWKHVWXGHQWVFRPLQJIURPRXWVLGH



'U%DVDQWD.XPDU%DUPRQ,PUDQD6KDUPLQ 'HEDVKLVK'H\

WKH'KDNDFLW\OLYHLQKLUHGKRXVHVDURXQGWKHXQLYHUVLW\FDPSXVHV7KHVWXGHQWV
RI 'KDND FLW\ FRPH WR WKHLU XQLYHUVLWLHV IURP WKHLU RZQ KRXVHV XVLQJ YDULRXV
PRGHVRIWUDQVSRUWV7KXVLQWKLVFDVHWKHFRHIILFLHQWRIKRPHGLVWULFW ' LQWKH
UHJUHVVLRQPRGHOLVH[SHFWHGWREHQHJDWLYH
5HVLGHQFH '
7KHFRHIILFLHQWRIUHVLGHQFH 'UHVLGHZLWKIDPLO\ DQGUHVLGHZLWKRXWIDPLO\
  LQ WKH UHJUHVVLRQ PRGHO FDQ EH H[SHFWHG WR EH SRVLWLYH RU QHJDWLYH 7KH
VWXGHQWVZKRGRQRWOLYHZLWKIDPLO\FRPSDUDWLYHO\VSHQGPRUHPRQH\RQGDLO\
PHDOV WKDQ VWXGHQWV ZKR OLYH ZLWK WKHLU IDPLO\ 7KHUHIRUH WKH FRHIILFLHQW RI
UHVLGHQFHLQWKHUHJUHVVLRQPRGHOLVH[SHFWHGWREHQHJDWLYH
-RERI3DUHQWV '
7KHFRHIILFLHQWRIMREVRISDUHQW¶V '6HUYLFH DQGEXVLQHVVRURWKHUV  LQ
WKHUHJUHVVLRQPRGHOLVH[SHFWHGWREHSRVLWLYHRUQHJDWLYH

$QDO\VLVRI'HVFULSWLYH6WDWLVWLFV
7KH GHVFULSWLYH VXPPDU\ RI VWDWLVWLFV RI WKH GHSHQGHQW DQG LQGHSHQGHQW
YDULDEOHV XVHG LQ WKH UHJUHVVLRQ PRGHO DUH SUHVHQWHG LQ 7DEOH  7KH WDEOH
VKRZV WKDW WKH PHDQ RI PRQWKO\ H[SHQGLWXUH RI WKH VDPSOHG VWXGHQWV ERWK
SULYDWHDQGSXEOLFXQLYHUVLWLHV LVWDNDZKLFKYDULHVIURPWDNDWR
WDND  ZLWK D VWDQGDUG GHYLDWLRQ RI WDND  0RVW RI WKH VWXGHQWV RI
SULYDWHXQLYHUVLWLHVH[SHQGPRUHPRQH\RQWXLWLRQIHHVKLUHGKRXVHVDQGEHWWHU
OLYLQJ FRQGLWLRQ WKDQ VWXGHQWV RI SXEOLF XQLYHUVLWLHV 0RVW RI WKH VWXGHQWV RI
SXEOLF XQLYHUVLWLHV OLYH LQ JRYHUQPHQW DOORFDWHG UHVLGHQFH KDOOV DQG WKHLU
PRQWKO\WXLWLRQIHHVDUHYHU\ORZ
7KH PHDQ SHU PRQWK LQFRPH RI SDUHQWV RI WKH VDPSOHG VWXGHQWV LV DERXW WDND
ZLWKDUDQJHEHWZHHQWDNDDQGWDNDDQGZLWKDVWDQGDUG
GHYLDWLRQ RI WDND  0RQWKO\ LQFRPH OHYHO ZLGHO\ YDULHV IURP SDUHQWV WR
SDUHQWVPDLQO\EHFDXVHRIGLIIHUHQWSURIHVVLRQV7KHPHDQRIWKHVDPSOHGIDPLO\
VL]HLVZKLFKYDU\IURPWRPHPEHUVDQGWKHVWDQGDUGGHYLDWLRQLV
7KH VDPSOHG IDPLO\ VL]H UHSUHVHQWV WKH PHDQ IDPLO\ VL]H RI %DQJODGHVK %%6
 

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



7DEOH6XPPDU\6WDWLVWLFVRIWKH9DULDEOHVLQWKH5HJUHVVLRQ0RGHO
9DULDEOHV

6WDQGDUG
GHYLDWLRQ

0HDQ

0D[LPXP

0LQLPXP































*HQGHU









,QVWLWXWLRQ









+RPHGLVWULFW









5HVLGHQFH









-RERISDUHQWV









'HSHQGHQWYDULDEOH
7RWDOH[SHQGLWXUH
,QGHSHQGHQWYDULDEOHV
,QFRPHRISDUHQWV
)DPLO\VL]H
1RRIVWXGHQWVRI
UHVSRQGHQWV IDPLO\



'XPP\YDULDEOHV

6RXUFH$XWKRUV FDOFXODWLRQ
1RWH7RWDOVDPSOHVL]HLVRIZKLFKDUHSULYDWHXQLYHUVLWLHVDQGDUHSXEOLFXQLYHUVLWLHV

6RPHGXPP\YDULDEOHVDUHLQWURGXFHGLQWKHUHJUHVVLRQPRGHO$VGXPP\KROGV
WZRYDOXHVDQGVRPHWKHPD[LPXPYDOXHLVDQGPLQLPXPYDOXHLV7KH
PHDQRIJHQGHUYDULDEOHLVZLWKDVWDQGDUGGHYLDWLRQRIZKHUHDVWKH
PHDQ RI GXPP\ YDULDEOH XQLYHUVLW\ LQVWLWXWLRQ  LV  ZLWK D VWDQGDUG
GHYLDWLRQ RI  7KH DYHUDJH RI WKH GXPP\ YDULDEOHV LQ KRPH GLVWULFW
UHVLGHQFHRIVWXGHQWDQGMREVRISDUHQWVLVDQGUHVSHFWLYHO\
ZLWK WKHLU FRUUHVSRQGLQJ VWDQGDUG GHYLDWLRQV RI   DQG 
UHVSHFWLYHO\

$QDO\VLVRIWKH5HJUHVVLRQ0RGHO
7KH DQDO\VHV RI WKH UHJUHVVLRQ PRGHO DUH EULHIO\ GLVFXVVHG LQ 7DEOH  7KH
FRHIILFLHQW RI GHWHUPLQDWLRQ 5  LV DERXW  LQGLFDWLQJ WKDW WKH GHSHQGHQW
YDULDEOHSHUPRQWKH[SHQGLWXUHRIVWXGHQW < LVH[SODLQHGRUDFFRXQWHGIRUE\
DERXW  E\ WKH LQGHSHQGHQW YDULDEOHV WKDW LQFOXGH LQFRPH RI SDUHQWV ; 
IDPLO\ VL]H ;  QXPEHU RI VWXGHQWV LQ IDPLO\ ;  JHQGHU '  W\SHV RI
XQLYHUVLW\ ' KRPHGLVWULFW ' UHVLGHQFH ' DQGW\SHVRIMREVRISDUHQWV
' 



'U%DVDQWD.XPDU%DUPRQ,PUDQD6KDUPLQ 'HEDVKLVK'H\

7DEOH(VWLPDWHVRIWKH5HJUHVVLRQ0RGHO
9DULDEOHV
&RQVWDQW
,QFRPHRISDUHQWV ;
)DPLO\VL]H ;
1RRIVWXGHQWLQIDPLO\ ;

&RHIILFLHQWV









WVWDWLVWLF





'XPP\YDULDEOHV
*HQGHU '
,QVWLWXWLRQ '
+RPHGLVWULFW '
5HVLGHQFH '
-RERISDUHQWV '




















5
6RXUFH$XWKRUV FDOFXODWLRQ
1RWHV L 
 DQG LQGLFDWHDQGVLJQLILFDQFHOHYHOUHVSHFWLYHO\
 LL 7KHILJXUHVLQSDUHQWKHVHVLQGLFDWHVWDQGDUGHUURU

7KHFRHIILFLHQWRIWKHSDUHQWV¶LQFRPH ; LVVWDWLVWLFDOO\VLJQLILFDQWDWOHYHO
LQGLFDWLQJWKDWWKHSDUHQWV¶LQFRPHKDVVLJQLILFDQWLPSDFWRQWKHPRQWKO\H[SHQGLWXUH
RIVWXGHQWV,QRWKHUZRUGVPRQWKO\H[SHQGLWXUHRIDVWXGHQWPDLQO\GHSHQGVRQWKH
SDUHQWV¶LQFRPH,ISDUHQWV¶LQFRPHLQFUHDVHVWKHQWKHSDUHQWVFRPSDUDWLYHO\DOORFDWH
DODUJHDPRXQWRIPRQH\WRWKHLUVRQVGDXJKWHUVIRUWKHLUPRQWKO\H[SHQGLWXUH7KH
FRHIILFLHQW RI IDPLO\ VL]H ;  LV DOVR VWDWLVWLFDOO\ VLJQLILFDQW DW  OHYHO ZKLFK
LQGLFDWHVWKDWLIWKHIDPLO\VL]HLQFUHDVHVWKHQWKHSDUHQWVDOORFDWHFRPSDUDWLYHO\OHVV
DPRXQW RI PRQH\ WR WKHLU VRQVGDXJKWHUV IRU GDLO\ H[SHQVHV ,Q RUGHU ZRUGV DQ

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



LQYHUVHUHODWLRQVKLSH[LVWVEHWZHHQIDPLO\VL]HDQGPRQWKO\H[SHQGLWXUHRIDVWXGHQW
7KHPDLQUHDVRQLVWKDWWKHSDUHQWVZLWKDFRPSDUDWLYHO\ODUJHIDPLO\VL]HXVHDODUJH
SRUWLRQRIWKHLUPRQWKO\LQFRPHRQGDLO\IRRG
7KHFRHIILFLHQWRIQXPEHURIVWXGHQWVLQDVDPSOHGIDPLO\ ; KDVDQHJDWLYH QRW
VWDWLVWLFDOO\ VLJQLILFDQW  LPSDFW RQ WKH DPRXQW RI WKH PRQWKO\ H[SHQGLWXUH RQ D
VDPSOHG VWXGHQW 7KLV LQGLFDWHV WKDW WKH SDUHQWV DOVR XVH D SDUW RI WKHLU IDPLO\
LQFRPH RQ RWKHU FKLOGUHQ¶V HGXFDWLRQ DV D UHVXOW PRQWKO\ H[SHQGLWXUH LV
GHFUHDVHG
7KH FRHIILFLHQW RI WKH GXPP\ YDULDEOH JHQGHU '  LQ WKH UHJUHVVLRQ PRGHO LV
VWDWLVWLFDOO\VLJQLILFDQWDWOHYHOLQGLFDWLQJWKDWPRQWKO\H[SHQGLWXUHIRUPDOH
VWXGHQWVLVVLJQLILFDQWO\KLJKHUWKDQWKHLUFRXQWHUSDUWIHPDOHVWXGHQWV7KHPDLQ
UHDVRQ IRU WKLV LV WKDW PRVW RI WKH PDOH VWXGHQWV H[SHQG PRQH\ RQ VPRNLQJ
WUDYHOLQJDQGKDQJLQJRXWZKHUHDVIHPDOHVWXGHQWVKDYHQRVPRNLQJH[SHQVHVDQG
WKH\VSHQGOHVVRQWUDYHOLQJDQGKDQJRXWVH[SHQVHV
7KHFRHIILFLHQWRIXQLYHUVLW\ ' LQWKHUHJUHVVLRQPRGHOLVVWDWLVWLFDOO\DW
VLJQLILFDQW OHYHO ZKLFK LQGLFDWHV WKDW WKH WXLWLRQ IHH RI SULYDWH XQLYHUVLWLHV LV
KLJKHU WKDQ WKDW RI SXEOLF XQLYHUVLWLHV 0RUHRYHU PRVW RI WKH VWXGHQWV RI WKH
SULYDWHXQLYHUVLWLHVOLYHLQKLUHGKRXVHVRQWKHRWKHUKDQGWKHVWXGHQWVRISXEOLF
XQLYHUVLWLHV OLYH LQ JRYHUQPHQW DOORFDWHG UHVLGHQFH KDOOV  DQG WKH UHQW RI VXFK
KDOOVLVYHU\FKHDS
7KHFRHIILFLHQWRIKRPHGLVWULFW ' LQWKHUHJUHVVLRQHTXDWLRQLVQHJDWLYHDQGQRW
VWDWLVWLFDOO\ VLJQLILFDQW EXW WKH FRHIILFLHQW RI UHVLGHQFH '  LV VWDWLVWLFDOO\
VLJQLILFDQW DW  OHYHO DQG WKH H[SHFWHG VLJQ LV QHJDWLYH 7KLV LQGLFDWHV WKDW
VWXGHQWVZKRFRPHWRXQLYHUVLW\RXWVLGHIURP'KDNDDUHUHVLGLQJLQKLUHGKRXVHV
ZKLFK DUH DURXQG WKH XQLYHUVLW\ DUHDV 7KH VWXGHQWV ZKR DUH OLYLQJ ZLWK WKHLU
IDPLO\ XVH YDULRXV WUDQVSRUWLQJ PRGHV IRU FRPLQJ WR XQLYHUVLW\ DQG QHHG
DGGLWLRQDOPRQH\WKDWLVQRWUHTXLUHGIRUWKHVWXGHQWVZKROLYHLQKLUHGKRXVHV
0RUHRYHUWKHVWXGHQWVZKROLYHZLWKWKHLUIDPLO\KDYHOHVVPHDOFKDUJHWKDQWKH
VWXGHQWVZKROLYHLQKLUHGKRXVHV
7KHFRHIILFLHQWRIMRERISDUHQWV ' LVQRWVWDWLVWLFDOO\VLJQLILFDQWEXWWKHVLJQLQ
QHJDWLYHLQGLFDWLQJWKDWWKHSDUHQWVZKRHQJDJHLQEXVLQHVVVHQGODUJHUDPRXQWV
RI PRQH\ WR WKHLU FKLOGUHQ WKDQ SDUHQWV ZKR DUH VHUYLFH KROGHUV $V D UHVXOW
PRQWKO\H[SHQGLWXUHRIDVRQGDXJKWHURISDUHQWVZKRHQJDJHLQEXVLQHVVLVKLJKHU
WKDQWKHSDUHQWVZKRHQJDJHLQVHUYLFH
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*OREDO7HVW7HVWLQJWKH0XOWLSOH5HJUHVVLRQ0RGHO
7KH JOREDO WHVW LV PDLQO\ XVHG WR WHVW WKH DELOLW\ RI WKH LQGHSHQGHQW YDULDEOHV
LQFRPH RI SDUHQWV ;  IDPLO\ VL]H ;  QXPEHU RI VWXGHQWV LQ IDPLO\ ; 
JHQGHU '  W\SHV RI XQLYHUVLW\ '  KRPH GLVWULFW '  UHVLGHQFH '  DQG
W\SHV RI MREV RI SDUHQWV '   WR H[SODLQ WKH EHKDYLRU RI GHSHQGHQW YDULDEOH
PRQWKO\ H[SHQGLWXUH RI VWXGHQW <   7R WHVW WKH DELOLW\ RI WKH LQGHSHQGHQW
YDULDEOHVVWDWHWKHQXOODQGDOWHUQDWLYHK\SRWKHVHV
1XOOK\SRWKHVLV+Rȕ ȕ ȕ ȕ ȕ ȕ ȕ ȕ 
$OWHUQDWLYHK\SRWKHVLV+1RWDOOWKHȕL¶VDUH
7DEOH7HVWLQJRI0XOWLSOH5HJUHVVLRQ0RGHO
6RXUFHV

GI

66

06

)

3UREDELOLW\

5HJUHVVLRQ











(UURU







7RWDO





6RXUFH$XWKRUV FDOFXODWLRQ

7KHUHVXOWRIWKHJOREDOWHVWLVSUHVHQWHGLQ7DEOH7KHWDEOHVKRZVWKDWWKH
YDOXHRI)VWDWLVWLFLVYHU\KLJKZKLFKLQGLFDWHVWKDWLWLVVWDWLVWLFDOO\VLJQLILFDQWDW
OHYHODQGWKHQXOOK\SRWKHVLVLVUHMHFWHG7KLVLQGLFDWHVWKDWDOOFRHIILFLHQWVLQ
WKHUHJUHVVLRQPRGHODUHQRWWKHVDPHDQGWKHUHJUHVVLRQLVZHOOH[SODLQHGE\WKH
LQGHSHQGHQWYDULDEOHV

&RPSDULVRQLQ0RQWKO\([SHQGLWXUH 3ULYDWHYHUVXV3XEOLF8QLYHUVLW\
6WXGHQWWVWDWLVWLFLVDSSOLHGWRWHVWWKHYDULDWLRQRIPRQWKO\H[SHQGLWXUHDPRQJWKH
VWXGHQWVRISULYDWHDQGSXEOLFXQLYHUVLWLHV0RQWKO\H[SHQGLWXUHRIDVWXGHQW ERWK
SULYDWH DQG SXEOLF XQLYHUVLWLHV  ODUJHO\ YDULHV IURP VWXGHQWV ZLWKLQ WKH VDPH
LQVWLWXWLRQPDLQO\EHFDXVHRISDUHQWV¶LQFRPHRZQDWWLWXGHVW\OHRIGDLO\OLIHHWF
7KHGHVFULSWLYHVWDWLVWLFVRIWKHPRQWKO\H[SHQGLWXUHRIWKHVWXGHQWVRISULYDWHDQG
SXEOLFXQLYHUVLWLHVDUHSUHVHQWHGLQWDEOHDQGWDEOH7KHDYHUDJHPRQWKO\
H[SHQGLWXUHRIDVWXGHQWRISULYDWHXQLYHUVLWLHVLVWDNDZLWKDZLGHUDQJH
EHWZHHQWDNDDQGWDNDDQGZLWKDVWDQGDUGGHYLDWLRQRIWDND
ZKHUHDVWKHPHDQPRQWKO\H[SHQGLWXUHRIDVWXGHQWRISXEOLFXQLYHUVLW\LVRQO\
WDNDZKLFKYDULHVIURPWDNDWRWDNDDQGKDVDVWDQGDUGGHYLDWLRQ

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



RI WDND  %RWK WKH PHDQV DUH VWDWLVWLFDOO\ VLJQLILFDQW DW  OHYHO 7KLV
LQGLFDWHV WKDW PRQWKO\ H[SHQGLWXUH RI D VWXGHQW YDULHV ZLGHO\ ZLWKLQ WKH VDPH
LQVWLWXWLRQ XQLYHUVLW\ 0RUHRYHUWKHPHDQPRQWKO\H[SHQGLWXUHRIDVWXGHQWRI
SULYDWHXQLYHUVLW\LVKLJKHUWKDQWKDWRIDSXEOLFXQLYHUVLW\7KHPDLQUHDVRQLVWKDW
WKHVWXGHQWVRISULYDWHXQLYHUVLWLHVEHDUWKHKXJHWXLWLRQIHHVDQGUHQWIRUKLUHG
KRXVHV
7DEOH  &RPSDULVRQ RI 3HU 0RQWK 0HDQ ([SHQGLWXUH RI D 6WXGHQW RI
3ULYDWHDQG3XEOLF8QLYHUVLWLHV
9DULDEOH
0HDQ

8QLYHUVLW\
3ULYDWH


WVWDWLVWLF


3XEOLF

WVWDWLVWLF



0LQLPXP





0D[LPXP







6'


6RXUFH$XWKRU VFDOFXODWLRQ
1RWHV L 
LQGLFDWHVVWDWLVWLFDOO\VLJQLILFDQWDWOHYHO
 LL 6DPSOHVL]HRISULYDWHDQGSXEOLFXQLYHUVLW\DUHDQGUHVSHFWLYHO\
 LLL )LHOGVXUYH\

&RPSDULVRQLQ3DUHQWV¶,QFRPH 3ULYDWHDQG3XEOLF8QLYHUVLW\
7KHVXPPDU\VWDWLVWLFVDQGWVWDWLVWLFVRIPRQWKO\LQFRPHRISDUHQWVRIVWXGHQWVRI
ERWKSULYDWHDQGSXEOLFXQLYHUVLWLHVDUHVKRZQLQ7DEOH,WLVREVHUYHGWKDWPRVW
RI WKH SDUHQWV RI WKH VWXGHQWV RI SULYDWH XQLYHUVLWLHV DUH HQJDJHG LQ EXVLQHVVHV
UDWKHU WKDQ VHUYLFHV 7KH ILJXUHV LQ 7DEOH  VKRZ WKDW WKH DYHUDJH PRQWKO\
LQFRPH RI SDUHQWV RI SULYDWH XQLYHUVLWLHV LV WDND  ZKLFK LV ZLGHO\ YDULHG
IURP WDND  WR WDND  DQG ZLWK D ODUJH VWDQGDUG GHYLDWLRQ RI WDND
 7KH YDOXH RI WKH WVWDWLVWLFV RI WKH SDUHQWV RI SULYDWH XQLYHUVLWLHV LV
VWDWLVWLFDOO\VLJQLILFDQWDWOHYHOLQGLFDWLQJWKDWPRQWKO\LQFRPHZLGHO\YDULHV
ZLWKLQWKHVDPHJURXSVLQWKHSDUHQWVRIWKHVWXGHQWVRISULYDWHXQLYHUVLWLHV2QWKH
RWKHU KDQG WKH DYHUDJH PRQWKO\ LQFRPH RI SDUHQWV RI WKH VWXGHQWV RI SXEOLF
XQLYHUVLW\ LV WDND  UDQJHV IURP WDND  WR  DQG ZLWK ODUJH
VWDQGDUG GHYLDWLRQ RI WDND  7KH YDOXH RI WVWDWLVWLF LV DOVR VWDWLVWLFDOO\
VLJQLILFDQW DW  OHYHO 7DEOH   7KLV PHDQV WKDW WKH LQFRPH ZLGHO\ YDULHV
ZLWKLQSDUHQWVRIWKHVWXGHQWVZKRVWXG\LQSXEOLFXQLYHUVLWLHV
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7DEOH  &RPSDULVRQ RI 3HU 0RQWK 0HDQ ,QFRPH WDND  RI 3DUHQWV  RI D
6WXGHQWRI3ULYDWHDQG3XEOLF8QLYHUVLWLHV
8QLYHUVLW\

9DULDEOH

3ULYDWH

0HDQ



WVWDWLVWLF


3XEOLF


0LQLPXP





0D[LPXP





6WDQGDUG'HY





WVWDWLVWLF


6RXUFH$XWKRU VFDOFXODWLRQ
1RWHV L 

LQGLFDWHVVWDWLVWLFDOO\VLJQLILFDQWDWOHYHO

 LL 6DPSOHVL]HRISULYDWHDQGSXEOLFXQLYHUVLW\DUHDQGUHVSHFWLYHO\
 LLL )LHOGVXUYH\

7KH FRPSDULVRQ LQ PRQWKO\ H[SHQGLWXUH RI WKH VWXGHQWV RI SULYDWH DQG SXEOLF
XQLYHUVLWLHV LV SUHVHQWHG LQ 7DEOH  ,W DSSHDUV IURP WKH WDEOH WKDW WKH PHDQ
LQFRPH RI WKH SDUHQWV RI SULYDWH XQLYHUVLWLHV LV KLJKHU WKDQ WKDW RI WKHLU
FRXQWHUSDUWVLQSXEOLFXQLYHUVLWLHVDQGLWLVVWDWLVWLFDOO\VLJQLILFDQWDWOHYHO
7DEOH  &RPSDULVRQ RI 3HU 0RQWK 0HDQ ([SHQGLWXUH DQG ,QFRPH RI
3DUHQWVRID6WXGHQWLQ3ULYDWHDQG3XEOLF8QLYHUVLWLHV
9DULDEOH
([SHQGLWXUH 7N

,QFRPH 7N

8QLYHUVLW\

0HDQ

6WDQGDUGGHY

3ULYDWH





3XEOLF





3ULYDWH





3XEOLF





WVWDWLVWLF




6RXUFH$XWKRU VFDOFXODWLRQ
1RWHV L 

DQG LQGLFDWHVWDWLVWLFDOO\VLJQLILFDQWDWDQGOHYHOUHVSHFWLYHO\

 LL 6DPSOHVL]HRISULYDWHDQGSXEOLFXQLYHUVLW\DUHDQGUHVSHFWLYHO\
 LLL )LHOGVXUYH\

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



&RQFOXVLRQV
7KHGHPDQGIRUKLJKHUHGXFDWLRQLQ%DQJODGHVKLVLQFUHDVLQJ6LQFHLQGHSHQGHQFH
HYHU\JRYHUQPHQWWKDWFDPHWRSRZHUKDVWDNHQPDQ\LQLWLDWLYHVWRLPSURYHDQG
H[SDQGHGXFDWLRQIURPWKHSULPDU\OHYHOHGXFDWLRQWRWKHKLJKHUOHYHOHGXFDWLRQLQ
%DQJODGHVK ,Q WKLV UHJDUG WKH JRYHUQPHQW KDV DOORZHG WKH RSHUDWLQJ RI SULYDWH
XQLYHUVLWLHVWRVXSSRUWWKHJRYHUQPHQWLQLWLDWLYHVDVZHOODVWRUHGXFHWKHSUHVVXUH
RQWKHQXPEHURIHQUROPHQWVLQWKHSXEOLFXQLYHUVLWLHV7KHSUHVHQWVWXG\DWWHPSWV
WR HVWLPDWH WKH FRPSDUDWLYH FRVW RI KLJKHU HGXFDWLRQ LQ SXEOLF DQG LQ SULYDWH
XQLYHUVLWLHV LQ %DQJODGHVK 7KH VWXG\ KDV H[SORUHG ILQDQFLDO DQG VRFLDO VWDWXV RI
SDUHQWVHGXFDWLRQDOEDFNJURXQGRISDUHQWVDQGWKHFDXVHVRIHQUROPHQWLQSXEOLF
DQG SULYDWH XQLYHUVLWLHV LQ %DQJODGHVK 6WDWLVWLFDO DQG GHVFULSWLYH DQDO\VHV ZHUH
XVHGLQWKLVVWXG\7KHILQGLQJVRIWKHVWXG\LQGLFDWHGWKDWWKHHQUROPHQWSURFHVV
YDULHV IURP SXEOLF WR SULYDWH XQLYHUVLWLHV PDLQO\ EHFDXVH RI WKH DFFRPPRGDWLRQ
IDFLOLWLHVVRFLDOVHFXULW\JXDUGLDQV¶ILQDQFLDODELOLW\HGXFDWLRQDOEDFNJURXQGRIWKH
VWXGHQWVDQGSDUHQWVVWXGHQWV¶RZQSHUVSHFWLYHVDQGPDQ\RWKHUUHODWHGIDFWRUV7KH
FRVWRIHGXFDWLRQLQSULYDWHXQLYHUVLWLHVLVVLJQLILFDQWO\KLJKHUWKDQWKDWRIWKHSXEOLF
XQLYHUVLWLHV PDLQO\ EHFDXVH RI WKH KXJH WXLWLRQ IHHV FKDUJHG DQG WKH FRVW RI
GRUPLWRU\KDOO 0RUHRYHU PRVW RI WKH VWXGHQWV RI WKH SULYDWH XQLYHUVLWLHV OLYH LQ
KLUHG KRXVHV 2Q WKH RWKHU KDQG WKH VWXGHQWV RI SXEOLF XQLYHUVLWLHV OLYH LQ
JRYHUQPHQW DOORFDWHG UHVLGHQFH ± KDOOV GRUPLWRULHV ZKLFK LV YHU\ FKHDS 7KH
VWXGHQWV RI SULYDWH XQLYHUVLWLHV PRVWO\ FRPH IURP IDPLOLHV WKDW DUH YHU\ PXFK
ILQDQFLDOO\VROYHQWZKHUHDVWKHVWXGHQWVRISXEOLFXQLYHUVLWLHVFRPHIURPDOOW\SHV
RILQFRPHJURXSV2QDQDYHUDJHPRQWKO\LQFRPHRIWKHSDUHQWVRIDVWXGHQWLQ
SULYDWHXQLYHUVLW\LVVLJQLILFDQWO\ VWDWLVWLFDOO\VLJQLILFDQWDWOHYHO KLJKHUWKDQ
WKDWRISXEOLFXQLYHUVLW\7KHFRVWRIHGXFDWLRQDOVRGHSHQGVRQWKHIDPLO\VL]H
QXPEHURIVWXGHQWVLQWKHVDPHIDPLO\DQGVRXUFHRILQFRPHDQGW\SHVRIMREV7KH
VWXG\DOVRLQGLFDWHVWKDWRQDQDYHUDJHPRQWKO\H[SHQGLWXUHRIDPDOHVWXGHQWLV
VLJQLILFDQWO\KLJKHUWKDQWKHLUFRXQWHUSDUWIHPDOHVWXGHQWV7KHPDLQUHDVRQIRUWKLV
LVWKDWPRVWRIWKHPDOHVWXGHQWVH[SHQGPRUHPRQH\RQVPRNLQJWUDYHOLQJDQG
KDQJLQJRXWFRPSDUHGWRWKHIHPDOHVWXGHQWV7KHVWXGHQWVWKRVHZKROLYHZLWKWKHLU
IDPLOLHVXVHYDULRXVWUDQVSRUWLQJPRGHVIRUJRLQJWRXQLYHUVLW\IURPKRPHDQGQHHG
DGGLWLRQDOPRQH\EXWWKLVH[SHQGLWXUHLVQRWUHTXLUHGIRUWKHVWXGHQWVZKROLYHLQ
XQLYHUVLW\ GRUPLWRULHVKDOOV 0RUHRYHU WKH VWXGHQWV ZKR OLYH ZLWK WKHLU IDPLOLHV
KDYH WR SD\ OHVV FKDUJH IRU GDLO\ PHDOV FRPSDUHG WR WKH VWXGHQWV ZKR OLYH LQ
XQLYHUVLW\GRUPLWRULHVKDOOV$OOWKHVHWRJHWKHUKDYHLOOXVWUDWHGWKDWWKHHQUROPHQW
SURFHVVYDULHVIURPSXEOLFWRSULYDWHXQLYHUVLWLHVDQGWKHFRVWRIHGXFDWLRQLQSULYDWH
XQLYHUVLWLHVLVVLJQLILFDQWO\KLJKHUFRPSDUHGWRWKHSXEOLFXQLYHUVLWLHV



'U%DVDQWD.XPDU%DUPRQ,PUDQD6KDUPLQ 'HEDVKLVK'H\

5HIHUHQFHV
$ODP 0 +DTXH 6 DQG 6LGGLTXH 6 )   3ULYDWH +LJKHU (GXFDWLRQ LQ
%DQJODGHVK 3DULV ,QWHUQDWLRQDO ,QVWLWXWH IRU (GXFDWLRQDO 3ODQQLQJ
,,(3 
$KPHG0  7KH7DOHRIWKH)LUVW3ULYDWH8QLYHUVLW\RI%DQJODGHVK'KDND
$FDGHPLF3UHVVDQG3XEOLVKHUV/LPLWHG
$PLQX]]DPDQ 6   4XDOLW\ ,VVXHV RI +LJKHU (GXFDWLRQ LQ %DQJODGHVK
85/KWWSZZZDSTQRUJHYHQWVSDVWGHWDLOVSUHVHQWDWLRQVILOHVT
XDOLW\BLVVXHVBRIBKLJKHUBHGXFDWLRQBLQBEDQJODGHVKSGI
%%6 DQG %DQJODGHVK%XUHDXRI6WDWLVWLFV6WDWLVWLFDO
<HDUERRN RI %DQJODGHVK 3ODQQLQJ 'LYLVLRQ 0LQLVWU\ RI 3ODQQLQJ
*RYHUQPHQWRIWKH3HRSOH¶VRI%DQJODGHVK
%HFN (   +XQJDULDQ 3URIHVVRUV 6D\LQJ D +LJKO\ (GXFDWHG (OLWH LV
(VVHQWLDOWR)XWXUH7U\WR6WDUWD3ULYDWH8QLYHUVLW\7KH&KURQLFOHRI
+LJKHU(GXFDWLRQ$
%UD\ 0   )LQDQFLQJ +LJKHU (GXFDWLRQ LQ $VLD 3DWWHUQV 7UHQGV DQG
3ROLFLHV,QWHUQDWLRQDO+LJKHU(GXFDWLRQ
%UHVOHQ0  3ODQHW8QLYHUVLW\8QLYHUVLW\%XVLQHVV
'XEH 6   3UROLIHUDWLRQ RI %RJXV 8QLYHUVLWLHV $ODUPV ,QGLD V (GXFDWLRQ
2IILFLDOV7KH&KURQLFOHRI+LJKHU(GXFDWLRQ$
*HLJHU5/  3ULYDWH6HFWRUVLQ+LJKHU(GXFDWLRQ6WUXFWXUH)XQFWLRQDQG
&KDQJH LQ (LJKW &RXQWULHV  $QQ $UERU 8QLYHUVLW\ RI 0LFKLJDQ
3UHVV
*HLJHU 5 /   &RQIHUHQFH 5HSRUW 3ULYDWL]DWLRQ RI +LJKHU (GXFDWLRQ
,QWHUQDWLRQDO&RXQFLOIRU(GXFDWLRQDO'HYHORSPHQW1HZ<RUN
,QWHUERRN,QF
+RSSHU5  7KH1HZ8QLYHUVLWLHVRI%DQJODGHVK$&DVH6WXG\LQ3ULYDWH
3RVW6HFRQGDU\(GXFDWLRQ,QWHUQDWLRQDO(GXFDWRU  
/HH0  &RUSRUDWL]DWLRQDQG3ULYDWL]DWLRQRI0DOD\VLDQ+LJKHU(GXFDWLRQ
,QWHUQDWLRQDO+LJKHU(GXFDWLRQ
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4XGGXV 0   3ULYDWH 8QLYHUVLW\ LQ %DQJODGHVK 7KH 7XLWLRQ 'LOHPPD
'KDND&RXULHU
5DQVRP $ 6LHZ0XQ . DQG 6HOYDUDWQDP 9   ,PSURYLQJ +LJKHU
(GXFDWLRQ LQ 'HYHORSLQJ &RXQWULHV ('7 6HULHV 7KH :RUOG %DQN
:DVKLQJWRQ'&
-DFREV-$  *HQGHU,QHTXDOLW\DQG+LJKHU(GXFDWLRQ$QQXDO5HYLHZRI
6RFLRORJ\±
/DPDQJD = &   4XDOLW\ $VVXUDQFH LQ 7HUWLDU\ (GXFDWLRQ ± %DQJODGHVK
([SHULHQFH:RUOG%DQN/HDUQLQJ6HPLQDU
/X[WRQ$  4XDOLW\0DQDJHPHQWLQ+LJKHU(GXFDWLRQ+LJKHU(GXFDWLRQ
0DQDJHPHQW6HULHV
0DVXP 0   +LJKHU (GXFDWLRQ LQ %DQJODGHVK 3UREOHPV DQG 3ROLFLHV
-RXUQDORIWKH:RUOG8QLYHUVLWLHV)RUXP
4XGGXV 0  5DVKLG 6   7KH :RUOGZLGH 0RYHPHQW LQ 3ULYDWH
8QLYHUVLWLHV 5HYROXWLRQDU\ *URZWK LQ 3RVW 6HFRQGDU\ +LJKHU
(GXFDWLRQ  $PHULFDQ -RXUQDO RI (FRQRPLFV DQG 6RFLRORJ\   

6WHOOD$  ([WHUQDO4XDOLW\$VVXUDQFHLQ,QGLDQ+LJKHU(GXFDWLRQ&DVH
6WXG\RIWKH1DWLRQDO$VVHVVPHQWDQG$FFUHGLWDWLRQ&RXQFLO 1$$& 
,QWHUQDWLRQDO ,QVWLWXWH IRU (GXFDWLRQDO 3ODQQLQJ ,,(3  3DULV
81(6&2
9DUJKHVH19  3ULYDWH+LJKHU(GXFDWLRQLQ$IULFD,QWHUQDWLRQDO,QVWLWXWH
IRU(GXFDWLRQDO3ODQQLQJ ,,(3 3DULV81(6&2
3HUU\%3 (GV   'HILQLQJDQG0HDVXULQJWKHTXDOLW\RI7HDFKLQJ'LDQD
*UHHQ HGLWLRQV  :KDW LV 4XDOLW\ ,Q KLJKHU (GXFDWLRQ" 6RFLHW\ IRU
5HVHDUFKLQWR+LJKHU(GXFDWLRQ/RQGRQ

4XDOLW\RI&XVWRPHU6HUYLFHLQWKH%DQNLQJ
6HFWRURI%DQJODGHVK$Q([SORUDWLYH6WXG\
7DVQHHPD$IULQ

$%675$&7
$IWHUFDUHIXOHYDOXDWLRQRIWKHFXVWRPHUVHUYLFHTXDOLW\SURYLGHGE\WKHSULYDWH
FRPPHUFLDO EDQNV RI %DQJODGHVK IROORZLQJ PDMRU UHFRPPHQGDWLRQV DUH
VXJJHVWHGLQWKLVDUWLFOH
 5HFRJQL]LQJ µTXDOLW\¶ SUREOHP ± LGHQWLI\LQJ WKH SUREOHP DUHD IRU WKH
EDQNV
 6HOOLQJWKHLGHDRIµTXDOLW\¶WRWKHLQWHUQDODXGLHQFH VWDII
 &UHDWLQJDµ&XVWRPHUIRFXVDQGFDUH¶FXOWXUH
 'HYHORSLQJFXVWRPHURULHQWHGPHDVXUHVWRLPSURYHTXDOLW\
 ,PSURYLQJWKHSK\VLFDOHYLGHQFH
6XSSRUWLQJ WKHVH UHFRPPHQGDWLRQV DUH WKH IROORZLQJ ILQGLQJV DQG FRQFOXVLRQV
GUDZQ IURP DQ REVHUYDWLRQ RI  UDQGRP FXVWRPHUV VHOHFWHG IURP  PDMRU
FRPPHUFLDOEDQNVLQ%DQJODGHVKXVLQJWKH6(5948$/PHWKRG
7KH VXUYH\ UHYHDOHG WKDW FXVWRPHUV SULRULWL]HG µ5HVSRQVLYHQHVV¶ DV WKH PRVW
LPSRUWDQW GLPHQVLRQ RI VHUYLFH TXDOLW\ 7KH WDQJLEOH VWRRG VHFRQG LQ SULRULW\
IROORZHGE\5HOLDELOLW\$VVXUDQFHDQG(PSDWK\UHVSHFWLYHO\(PSDWK\WRZDUGV
FXVWRPHUVLVQRWDZLGHO\SUDFWLFHGSKHQRPHQRQDVLWZDVWKHORZHVWRIWKHILYH
GLPHQVLRQVZLWKDVFRUHRI&XVWRPHUVUDQNHG+6%&DVWKHEHVWDPRQJWKH
VHOHFWHGEDQNVZLWKDQRYHUDOOVHUYLFHTXDOLW\VFRUHRIZKLOH(%/ZDVUDWHG
ZRUVWZLWKDQRYHUDOOVHUYLFHTXDOLW\VFRUHRI
.H\ZRUGV &XVWRPHU VHUYLFH TXDOLW\ 6(5948$/ 5HOLDELOLW\ $VVXUDQFH
(PSDWK\5HVSRQVLYHQHVV7DQJLEOH

,QWURGXFWLRQ
7KH EDQNLQJ LQGXVWU\ KDV EHFRPH LQFUHDVLQJO\ LQWHJUDWHG LQ UHFHQW \HDUV
/LEHUDOL]DWLRQ DQG GHUHJXODWLRQ RI WKH ILQDQFLDO VHFWRU FRXSOHG ZLWK UDSLG
/HFWXUHU%5$&%XVLQHVV6FKRRO %%6 %5$&8QLYHUVLW\'KDND

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



WHFKQRORJLFDO DGYDQFHPHQW DQG LPSURYHG FRPPXQLFDWLRQ V\VWHPV KDYH
FRQWULEXWHGWRWKHLQWHJUDWLRQSURFHVV$VDUHVXOWEDQNVDUHQRZIDFHGZLWKYHU\
KLJKDQGLQWHQVHFRPSHWLWLRQ,QWRGD\¶VIDVWSDFHGDQGLQFUHDVLQJO\FRPSHWLWLYH
PDUNHW WKH ERWWRP OLQH RI D ILUP¶V PDUNHWLQJ VWUDWHJLHV DQG WDFWLFV LV WR PDNH
SURILWVDQGFRQWULEXWHWRWKHJURZWKRIWKHFRPSDQ\&XVWRPHUVDWLVIDFWLRQTXDOLW\
DQGUHWHQWLRQDUHJOREDOLVVXHVWKDWDIIHFWDOORUJDQL]DWLRQVEHLWODUJHRUVPDOO
SURILWRUQRQSURILWJOREDORUORFDO0DQ\FRPSDQLHVDUHLQWHUHVWHGLQVWXG\LQJ
HYDOXDWLQJDQGLPSOHPHQWLQJPDUNHWLQJVWUDWHJLHVWKDWDLPDWLPSURYLQJFXVWRPHU
VDWLVIDFWLRQDQGPD[LPL]LQJVKDUHRIFXVWRPHUVLQYLHZRIWKHEHQHILFLDOHIIHFWVRQ
WKHILQDQFLDOSHUIRUPDQFHIRUWKHILUP7KHUHKDVEHHQDKLJKFRUUHODWLRQEHWZHHQ
FXVWRPHU VDWLVIDFWLRQ DQG SURILWDELOLW\ LQ D UDQJH RI LQGXVWULHV +RZHYHU WKH
IUDJPHQWDWLRQRIPHGLDFKRLFHVDQGWKHG\QDPLFQDWXUHRIWKHPDUNHWFRXSOHG
ZLWK DQ LQFUHDVHG QXPEHU RI PRUH GHPDQGLQJ DQG DIIOXHQW FRQVXPHUV EURXJKW
JUHDWHUFKDOOHQJHVWRPDUNHWLQJSUDFWLWLRQHUVLQUHWDLQLQJWKHLUFXVWRPHUV
&XVWRPHUVDWLVIDFWLRQLVDPHDVXUHRIKRZSURGXFWVDQGVHUYLFHVVXSSOLHGE\D
FRPSDQ\FDQPHHWWKHFXVWRPHU¶VH[SHFWDWLRQV&XVWRPHUVDWLVIDFWLRQLVVWLOORQH
RI WKH VLQJOH VWURQJHVW SUHGLFWRUV RI FXVWRPHU UHWHQWLRQ ,W¶V FRQVLGHUDEO\ PRUH
H[SHQVLYHWRDWWUDFWQHZFXVWRPHUVWKDQLWLVWRNHHSROGRQHVKDSS\,QDFOLPDWH
RI GHFUHDVLQJ EUDQG OR\DOWLHV XQGHUVWDQGLQJ FXVWRPHU VHUYLFH DQG PHDVXULQJ
FXVWRPHUVDWLVIDFWLRQDUHYHU\FUXFLDO7KHUHLVREYLRXVO\DVWURQJOLQNEHWZHHQ
FXVWRPHUVDWLVIDFWLRQDQGFXVWRPHUUHWHQWLRQ
&XVWRPHUV¶ SHUFHSWLRQ RI 6HUYLFH DQG 4XDOLW\ RI D SURGXFW ZLOO GHWHUPLQH WKH
VXFFHVV RI WKH SURGXFW RU VHUYLFH LQ WKH PDUNHW :LWK EHWWHU XQGHUVWDQGLQJ RI
FXVWRPHUV SHUFHSWLRQVFRPSDQLHVFDQGHWHUPLQHWKHDFWLRQVUHTXLUHGWRPHHWWKH
FXVWRPHUV QHHGV7KH\FDQLGHQWLI\WKHLURZQVWUHQJWKVDQGZHDNQHVVHVZKHUH
WKH\VWDQGLQFRPSDULVRQWRWKHLUFRPSHWLWRUVFKDUWRXWSDWKIXWXUHSURJUHVVDQG
LPSURYHPHQW
&XVWRPHU VDWLVIDFWLRQ PHDVXUHPHQW KHOSV WR SURPRWH DQ LQFUHDVHG IRFXV RQ
FXVWRPHU RXWFRPHV DQG VWLPXODWH LPSURYHPHQWV LQ WKH ZRUN SUDFWLFHV DQG
SURFHVVHV XVHG ZLWKLQ WKH FRPSDQ\ &XVWRPHU H[SHFWDWLRQV DUH WKH
FXVWRPHUGHILQHGDWWULEXWHVWKHSURGXFWRUVHUYLFHFRPSDQ\PXVWPHHWRUH[FHHG
WR DFKLHYH FXVWRPHU VDWLVIDFWLRQ 7KHUH DUH PDQ\ UHDVRQV ZK\ FXVWRPHU
H[SHFWDWLRQVDUHOLNHO\WRFKDQJHRYHUWLPH3URFHVVLPSURYHPHQWVDGYHQWRIQHZ
WHFKQRORJ\FKDQJHVLQFXVWRPHUV¶SULRULWLHVLPSURYHGTXDOLW\RIVHUYLFHSURYLGHG
E\FRPSHWLWRUVDUHMXVWDIHZH[DPSOHV
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2EMHFWLYHV


7R DGGUHVV WKH LPSRUWDQFH RI LPSURYLQJ VHUYLFH TXDOLW\ LQ WKH EDQNLQJ
LQGXVWU\



7R LGHQWLI\ WKH FXVWRPHU DWWLWXGH WRZDUGV WKH SUHVHQW FXVWRPHU VHUYLFH
TXDOLW\RIWKHEDQNLQJVHFWRU



7R GHWHUPLQH WKH LQIOXHQWLDO IDFWRUV WKDW GHILQH WKH TXDOLW\ RI FXVWRPHU
VHUYLFHEDVHGRQFXVWRPHUUHVHDUFK



7R PDNH D FRPSDULVRQ RI WKH TXDOLW\ RI FXVWRPHU VHUYLFH DPRQJ WKH
VHOHFWHGEDQNV

6FRSH


6HUYLFHTXDOLW\SHUFHLYHGE\WKHFXVWRPHUVRIEDQNVKDVEHHQHYDOXDWHG



&XUUHQWTXDOLW\RIVHUYLFHKDVEHHQFRQVLGHUHG



$VHUYLFHTXDOLW\IUDPHZRUNFDOOHGµ6(5948$/¶KDVEHHQXVHGWRDVVHV
DQGH[SORUHFXVWRPHUV VHUYLFHH[SHULHQFHV

6FRSHIRU)XWXUH5HVHDUFK


7KLV VWXG\ FDQ EH FDUULHG RXW LQ RWKHU GHYHORSLQJ DQG GHYHORSHG
HFRQRPLHVVLQFHFXVWRPHUSHUFHSWLRQVPD\GLIIHULQPXOWLSOHFXOWXUHV



7KLVVWXG\FDQEHFRQGXFWHGLQRWKHUVHUYLFHVHFWRUV E\PRGLI\LQJWKH
SKUDVHVLQWKHVXUYH\LQVWUXPHQW WRILQGRXWWKHLPSOLFDWLRQVRIWKHVWXG\
LQGLIIHUHQWLQGXVWULDOVHWWLQJV

/LPLWDWLRQV


3HUFHSWLRQEDVHGGDWDPD\QRWIROORZWKHDVVXPSWLRQVRI&ODVVLFDO/LQHDU
5HJUHVVLRQ0RGHO &/50 ,QWKDWFDVHXVLQJWKHOLQHDUPRGHOJHQHUDWHV
ELDVHGHVWLPDWHV



3HRSOH¶VSHUFHSWLRQDERXWTXDOLWDWLYHGDWDPD\YDU\ZLGHO\GHSHQGLQJRQ
WKHLUFXOWXUDOEDFNJURXQG



6DPSOHVZHUHVHOHFWHGDFFRUGLQJWRFRQYHQLHQFH



3HRSOH¶VUHVSRQVHZDVRQDFDVXDOQRWHRQVHYHUDORFFDVLRQV
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/LWHUDWXUH5HYLHZ
6HUYLFHTXDOLW\LVKRZZHOOWKHVHUYLFHSURYLGHGLVPHHWLQJWKHH[SHFWDWLRQRIWKH
FXVWRPHU ZKR SHUFHLYHG LW 7KDW LV SURYLGLQJ KLJKTXDOLW\ VHUYLFH LV KRZ
H[FHOOHQWO\FXVWRPHUVZHUHFRQVWDQWO\VDWLVILHGZLWKWKHVHUYLFHVSURYLGHGE\WKH
VHUYLFHVXSSOLHUV -DPHVHWDOTWGLQ<RRQDQG6XK $OVR*URQURRVGHILQHG
VHUYLFH TXDOLW\ DV D SHUFHLYHG MXGJHPHQW UHVXOWLQJ IURP DQ HYDOXDWLRQ SURFHVV
ZKHUH FXVWRPHUV FRPSDUHG WKHLU H[SHFWDWLRQV ZLWK WKH VHUYLFH WKH\ UHFHLYHG
*URQURRVTWGLQ<RRQDQG6XK 
&URQLQ DQG7D\ORU VXSSRUWHGWKH WKHRU\WKDW VHUYLFH TXDOLW\ LV DQDQWHFHGHQW RI
FXVWRPHU VDWLVIDFWLRQ DQG FXVWRPHU VDWLVIDFWLRQ H[HUWV D VWURQJHU LQIOXHQFH RQ
IXWXUHSXUFKDVHLQWHQWLRQVWKDQGRHVVHUYLFHTXDOLW\&XVWRPHUVGRQRWQHFHVVDULO\
SXUFKDVHWKHKLJKHVWTXDOLW\VHUYLFHWKH\PD\DOVRZHLJKFRQYHQLHQFHSULFHDQG
DYDLODELOLW\ IDFWRUV &URQLQ DQG 7D\ORU TWG LQ 1DMMDU DQG %LVKX   7KH
FXVWRPHU¶V SHUVRQDO H[SHULHQFH ZLWK WKH VHUYLFH SURYLGHU WKDW LV FRXUWHV\
ZDLWLQJ WLPH HPSDWK\ UHVSRQVLYHQHVV DQG VR RQ  DOVR LPSDFWV FXVWRPHU
VDWLVIDFWLRQ
7KHTXDOLW\RIJRRGVLVWDQJLEOHDQGFDQEHPHDVXUHGE\REMHFWLYHLQGLFDWRUVOLNH
SHUIRUPDQFH IHDWXUHV DQG GXUDELOLW\ 6HUYLFH TXDOLW\ KRZHYHU LV LQWDQJLEOH
+HQFH WKH VHUYLFH TXDOLW\ OLWHUDWXUH GHILQHV VHUYLFH TXDOLW\ LQ WHUPV RI
VXEMHFWLYLW\DWWLWXGHDQGSHUFHSWLRQ=HLWKDPOH[SODLQV³6HUYLFHTXDOLW\LVWKH
FRQVXPHU¶V MXGJPHQW DERXW DQ HQWLW\¶V RYHUDOO H[FHOOHQFH RU VXSHULRULW\ ,W LV D
IRUPRIDWWLWXGHDQGUHVXOWVIURPDFRPSDULVRQRIH[SHFWDWLRQVWRSHUFHSWLRQVRI
SHUIRUPDQFHUHFHLYHG´/HZLVDQG%RRPV¶GHILQLWLRQFOHDUO\VWDWHV³6HUYLFHLVD
PHDVXUHRIKRZZHOOWKHVHUYLFHOHYHOGHOLYHUHGPDWFKHVFXVWRPHUH[SHFWDWLRQV
'HOLYHULQJ TXDOLW\ VHUYLFH PHDQV FRQIRUPLQJ WR FXVWRPHU H[SHFWDWLRQ RQ D
FRQVLVWHQWEDVLV 1DMMDUDQG%LVKX ´
+RZHYHUDFFRUGLQJWR3DUDVXUDPDQGXHWRWKHXQLTXHIHDWXUHVRIVHUYLFHVXFKDV
SHUIRUPDQFHRULHQWHGLQWDQJLEOHKHWHURJHQHRXVLQVHSDUDEOHDQGSHULVKDEOHLWLV
GLIILFXOWQRWRQO\WRPHDVXUHVHUYLFHTXDOLW\EXWDOVRWRSURYLGHWKHVDPHTXDOLW\
RIVHUYLFHVWRDOOFXVWRPHUV7KHUHIRUHWKHUHKDVEHHQQRDFFXUDWHLQGLFDWRUIRU
PHDVXULQJWKLVVHUYLFHTXDOLW\ 3DUDVXUDPDQHWDO 
7ZRVFKRROVRIYLHZVGLFWDWHWKHVFKRODUO\ZRUNRQWKHILHOGRIVHUYLFHTXDOLW\
2QH LV WKH 1RUGLF VFKRRO RI WKRXJKW EDVHG RQ &KULVWLDQ *URQURRV¶V
WZRGLPHQVLRQDOPRGHODQGWKHRWKHULVWKHILYHGLPHQVLRQDO6(5948$/PHWKRG
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SURSRVHGE\WKH1RUWK$PHULFDQVFKRODUV3DUDVXUDPDQ=HLWKDPODQG%HUU\,Q
YLHZRIRWKHUVLJQLILFDQWFRQFHSWXDODQGHPSLULFDOZRUNVLQWKHDUHDLWDSSHDUV
WKDWVHUYLFHTXDOLW\LQFOXGHV
 &XVWRPHUV¶ H[SHULHQFHV ZLWK WKH WDQJLEOHV UHOLDELOLW\ UHVSRQVLYHQHVV
DVVXUDQFH DQG HPSDWK\ DVSHFWV RI WKH VHUYLFHV GHOLYHUHG E\ D ILUP
SURSRVHGE\3DUDVXUDPDQ=HLWKPDODQG%HUU\ 
 7HFKQLFDODQGIXQFWLRQDOTXDOLW\ SURSRVHGE\*URQURRV
 6HUYLFHSURGXFWVHUYLFHHQYLURQPHQWDQGVHUYLFHGHOLYHU\ SURSRVHGE\
5XVWDQG2OLYHU
 ,QWHUDFWLRQ TXDOLW\ SK\VLFDO HQYLURQPHQW TXDOLW\ DQG RXWFRPH TXDOLW\
SURSRVHGE\%UDG\DQG&URQLQ
*URQRRVSRVWXODWHGWKDWHVWLPDWLQJVHUYLFHTXDOLW\KDVSKDVHV
 %XLOGLQJXSDFRQFHSWXDOIRXQGDWLRQIRUXQGHUVWDQGLQJVHUYLFHTXDOLW\LQ
VSHFLILFDUHD
 'HVLJQLQJPRGHOVWRPHDVXUHVHUYLFHTXDOLW\
 5HILQLQJ WKH PHDVXUHPHQW PHWKRGV GHYHORSHG LQ WKH QG SKDVH DQG
PRYLQJ IURP D VWDWLF PRGHO WR D G\QDPLF PRGHO RI VHUYLFH TXDOLW\
*URQURRVTWGLQ<RRQDQG6XK 
$QDO\VLV RI WKH OLWHUDWXUHV RQ FXVWRPHU VHUYLFH TXDOLW\ UHYLHZHG SRLQWV RXW WZR
PDMRUOLPLWDWLRQV)LUVWDVQRWHGE\%DEDNXVDQG%ROOHUWKHUHLVDQHHGWRGHYHORS
LQGXVWU\VSHFLILF PHDVXUHV RI FXVWRPHU VHUYLFH TXDOLW\ 7KLV LV SDUWLFXODUO\
LPSRUWDQWIURPDPDQDJHULDOSHUVSHFWLYHVLQFHPDQ\RIWKHTXHVWLRQVLQH[LVWLQJ
LQVWUXPHQWV QRWDEO\ 6(5948$/  LQWHQGHG WR EH DSSOLHG DFURVV VLWXDWLRQV RU
VHUYLFHVMXVWGRQRWDSSO\LQDVSHFLILFFRQWH[WDQGIRUFHUHVHDUFKHUVWRGUDVWLFDOO\
DOWHUWKHLWHPV6KHPZHOODQG<DYDVFRKHUHQWO\DUJXHWKDWWKHPRUHVSHFLILFWKH
VFDOHLWHPVDUHLQDVHUYLFHTXDOLW\LQVWUXPHQWDQGWKHPRUHDSSOLFDEOHWKH\DUHWR
DPDQDJHU¶VRZQFRQWH[WXDOFLUFXPVWDQFHWKHEHWWHURQHZLOOEHDEOHWRXVHWKH
LQIRUPDWLRQ 7KXV DFFRUGLQJ WR WKLV VFKRRO RI WKRXJKWV LQVWHDG RI WDNLQJ DQ
H[LVWLQJ LQVWUXPHQW DQG WU\LQJ WR ILW LW WR WKH FRQWH[W D EHWWHU DSSURDFK LV WR
GHYHORS DQ LQVWUXPHQW VSHFLILFDOO\ IRU WKH IRFDO VHUYLFH %DEDNXV DQG %ROOHU
6KHPZHOO DQG <DYDV 0F$OH[DQGHU HW DO TWG LQ .DUDWHSH <DYDV DQG %DEDNXV
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:KLOHPDQ\VWXGLHVLQEDQNLQJPHDVXUHVHUYLFHTXDOLW\E\UHSOLFDWLQJRUDGRSWLQJ
3DUDVXUDPDQ=HLWKDPODQG%HUU\¶V6(5948$/PRGHODIHZVWXGLHVDGGUHVVWKLV
ZHDNQHVVDQGSUHVHQWQHZPRGHOVRUDSSURDFKHVWRWKHPHDVXUHPHQWRIVHUYLFH
TXDOLW\LQJHQHUDODQGLQEDQNLQJLQSDUWLFXODU)RULQVWDQFH0HUVKDDQG$GODND
DSSOLHGWKHµ'HOSKL¶WHFKQLTXHWRDVDPSOHRI0%$VWXGHQWVWRJHQHUDWHDWWULEXWHV
RISRRUDQGJRRGVHUYLFHTXDOLW\7KHQWKH\FRQYHUWHGWKHDWWULEXWHVRIµ'HOSKL¶
WHFKQLTXHLQWRVFDOHVDQGDQDO\]HGVWXGHQWV¶SHUFHSWLRQVRIVHUYLFHTXDOLW\LQILYH
VHUYLFHVRQHRIZKLFKZDVUHWDLOEDQNLQJ7KHDXWKRUVFRQFOXGHGWKDWWKHOLVWRI
DWWULEXWHVWKH\JHQHUDWHGZDVVLPLODUWRWKHILYHGLPHQVLRQVRI6(5948$/,Q
DQRWKHUVWXG\$YNLUDQGHYHORSHGDPXOWLGLPHQVLRQDOLQVWUXPHQWIRUPHDVXULQJ
FXVWRPHUSHUFHLYHG TXDOLW\ LQ UHWDLO EUDQFK EDQNLQJ 8VLQJ 6(5948$/ DV D
VWDUWLQJSRLQWDQGWKHQDGGLQJLWHPVWKDWKHH[WUDFWHGIURPDTXDOLWDWLYHVWXG\WR
IRUPDQHZTXDOLW\RIVHUYLFHVWDQGDUGV$YNLUDQIROORZHGDQLWHUDWLYHSURFHVVDQG
LGHQWLILHGVWDIIFRQGXFWVFUHGLELOLW\FRPPXQLFDWLRQDQGDFFHVVWREDQNHUVHUYLFHV
DV WKH ILQDO GLPHQVLRQV RI VHUYLFH TXDOLW\ %DKLD DQG 1DQWHO RQ WKH RWKHU KDQG
GHYHORSHGDVFDOHEDVHGRQH[SHUWRSLQLRQVUHYHDOHGVL[GLPHQVLRQVRIVHUYLFH
TXDOLW\7KHVHZHUHWHUPHGHIIHFWLYHQHVVDQGDVVXUDQFHDFFHVVSULFHWDQJLEOHV
VHUYLFHSRUWIROLRDQGUHOLDELOLW\0RUHUHFHQWO\$OGODLJDQDQG%XWWOHEDVHGRQWKH
WHFKQLFDODQGIXQFWLRQDOVHUYLFHTXDOLW\VFKHPHSURSRVHGE\*URQURRVSODQHGD
VFDOH WR PHDVXUH VHUYLFH TXDOLW\ SHUFHSWLRQV RI EDQN FXVWRPHUV 7KHLU VWXG\
UHVXOWHG LQ 6<675$64 ZKLFK FRQVLVWV RI VHUYLFH V\VWHP TXDOLW\ EHKDYLRUDO
VHUYLFH TXDOLW\ VHUYLFH WUDQVDFWLRQDO DFFXUDF\ DQG PDFKLQH VHUYLFH TXDOLW\
0HUVKDDQG$GODND$YNLUDQ%DKLDDQG1DQWHO$OGODLJDQDQG%XWWOH*URQURRV
TWGLQ.DUDWHSH<DYDVDQG%DEDNXV 
<HW DQRWKHU DSSURDFK LV WR VLJQLI\ WKH LPSRUWDQFH RI FXOWXUDO FRQWH[W 0DWWLOD
DUJXHV WKDW WKH GHILQLWLRQ RI VHUYLFH TXDOLW\ GHSHQGV RQ FRQVXPHUV¶ FXOWXUDO
KHULWDJH SDUWLFXODUO\ RQ YDULDWLRQV DORQJ SRZHU GLVWDQFH DQG FRPPXQLFDWLRQ
FRQWH[W 0DOKRWUD VKDUHG WKLV YLHZ DQG VSHFXODWHG WKDW WKH FXOWXUDO GLIIHUHQFHV
HJLQGLYLGXDOLVPFROOHFWLYLVPSRZHUGLVWDQFH EHWZHHQFRXQWULHVDUHOLNHO\WR
KDYHYDU\LQJHIIHFWVRQWKHGHILQLWLRQRIVHUYLFHTXDOLW\7KLVLVVKRZQWREHWUXH
LQDUHVHDUFKE\:LQVWHGZKRFRPSDUHG-DSDQHVHDQG86FRQVXPHUV)RFXVLQJRQ
SURYLGHU EHKDYLRUV DV LQGLFDWRUV RI VHUYLFH HQFRXQWHU TXDOLW\ :LQVWHG QRW RQO\
LGHQWLILHG QHZ TXDOLW\ GLPHQVLRQV WKDW KDG QRW EHHQ D SDUW RI VHUYLFH TXDOLW\
FRQFHSWXQWLOWKHQEXWDOVRGHPRQVWUDWHGWKDWWKHQXPEHUDQGPHDQLQJVRIVHUYLFH
TXDOLW\GLPHQVLRQVYDULHGEHWZHHQ86DQG-DSDQHVHFRQVXPHUV)RULQVWDQFHWKH
µDXWKHQWLFLW\¶ GLPHQVLRQ ZKLFK UHIHUV WR JHQXLQHQHVV RI VHUYLFH SURYLGHUV¶
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EHKDYLRUVZDVDQLPSRUWDQWFRPSRQHQWRIVHUYLFHTXDOLW\IRU-DSDQHVHFRQVXPHUV
ZKLOH WKLV GLPHQVLRQ GLG QRW VXUIDFH LQ WKH FDVH RI WKH 86 FRQVXPHUV 'HVSLWH
VRPH FURVVFXOWXUDO FRPPRQDOLWLHV (VSLQR]D  WKH ZHLJKW RI HYLGHQFH VXJJHVWV
WKDW FXOWXUH SOD\V D VLJQLILFDQW UROH RQ WKH GHILQLWLRQ RI WKH VHUYLFH TXDOLW\
FRQVWUXFW .HWWLQJHU  ,Q UHFRJQLWLRQ RI WKLV FDOOV DUH PDGH WR GHYHORS
FXOWXUHVSHFLILFPHDVXUHVRIVHUYLFHTXDOLW\ :LQVWHG ,QGHHGLWLVUHFHQWO\VWDWHG
WKDWPDQDJHUVVKRXOGDYRLGHPSOR\LQJWKH6(5948$/VFDOHJOREDOO\DQGLQVWHDG
WKH\ VKRXOG GHYHORS µµD QHZ FXOWXUDOO\ ERXQGHG PHDVXUH RI VHUYLFH TXDOLW\¶¶
0DWWLOD 0DOKRWUD :LQVWHG (VSLQR]D .HWWLQJHU TWG LQ .DUDWHSH <DYDV DQG
%DEDNXV 
%\HPSOR\LQJDPXOWLVWDJHPXOWLSKDVHDQGPXOWLVDPSOHDSSURDFK2VPDQ0
.DUDWHSH DQG DVVRFLDWHV UHSRUWV RQ WKH FRQVWUXFWLRQ RI D VHUYLFH TXDOLW\ VFDOH
&XVWRPHUV¶SHUFHSWLRQRIVHUYLFHTXDOLW\RIUHWDLOEDQNVLQ1RUWKHUQ&\SUXVVHUYHV
DVWKHVWXG\VHWWLQJ7KLVVWXG\GHYHORSHGDLWHPVXUYH\LQVWUXPHQWWRPHDVXUH
EDQN FXVWRPHUV¶ SHUFHSWLRQ RI VHUYLFH TXDOLW\ LQ 1RUWKHUQ &\SUXV 7KH UHVXOWV
VKRZHG WKDW VHUYLFH TXDOLW\ FRXOG EH FRQFHSWXDOL]HG DQG PHDVXUHG DV D
IRXUGLPHQVLRQDOFRQVWUXFWFRQVLVWLQJRIVHUYLFHHQYLURQPHQWLQWHUDFWLRQTXDOLW\
HPSDWK\DQGUHOLDELOLW\7KHVFDOHH[KLELWHGKLJKLQWHUQDOFRQVLVWHQF\UHOLDELOLW\
DQGPHWULJRURXVFRQFHSWXDODQGHPSLULFDOFULWHULDWRFRQVWUXFWYDOLGLW\7KHVWXG\
VKRZHGWKDWLQWHUDFWLRQTXDOLW\LVWKHPRVWLPSRUWDQWGLPHQVLRQRIVHUYLFHTXDOLW\
IROORZHGE\HPSDWK\UHOLDELOLW\DQGVHUYLFHHQYLURQPHQW .DUDWHSH<DYDVDQG
%DEDNXV 
$QRWKHUVWXG\FRQGXFWHGE\2NDQ9HOL6DIDNDOLRQEDQNLQJVHUYLFHVKRZVWKRVH
GLYHUVH FXOWXUDO YDOXHV WKDW VKDSH SHUFHSWLRQV RI TXDOLW\ DQG FDQ OHDG WR
GLYHUVLILFDWLRQ RI WKH RULJLQDO 6(5948$/ GLPHQVLRQV 7KLV VWXG\ KDV SXW
IRUZDUGWKH6(5948$/GLPHQVLRQVGLIIHUHQWIURPWKRVHLQWKHRULJLQDOPRGHO$
QHZ GLPHQVLRQ RI µ&XVWRPHU 2ULHQWDWLRQ¶ KDV EHHQ DGGHG WR WKH 6(5948$/
PRGHOZKLOHV WZR RI WKH RULJLQDO GLPHQVLRQV µDVVXUDQFH¶ DQG µUHVSRQVLYHQHVV¶
KDYHEHHQH[WUDFWHG7KHUHIRUHWKHQHZ6(5948$/PRGHOKDVEHHQUHGXFHGWR
IRXUGLPHQVLRQVUDWKHUWKDQILYH7ZRLQWHUHVWLQJILQGLQJVZHUHWKDWDJHJURXSRI
³DQGDERYH´LQGLFDWHGDKLJKHU6(5948$/VFRUHIRUWKHUHOLDELOLW\GLPHQVLRQ
WKDQ WKH DJH JURXS ³EHWZHHQ  DQG ´ DQG PDUULHG UHVSRQGHQWV SURYLGHG D
JUHDWHU 6(5948$/ VFRUH IRU WKH WDQJLEOHV GLPHQVLRQ WKDQ QRQPDUULHG
6DIDNDOL 
,QWKLVQHZDJHRILQIRUPDWLRQFRPPHUFLDOEDQNVPXVWSURYLGHRQOLQHVHUYLFHVWR
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WKHLU FXVWRPHUV 6(5948$/ PHWKRGRORJ\ LV ZLGHO\ XVHG LQ PHDVXULQJ RQOLQH
VHUYLFH TXDOLW\ 9DV\D .HQRYD DQG 3DWULN -RQDVVRQ GHYHORSHG D PRGHO IRU
PHDVXULQJTXDOLW\RIRQOLQHEDQNLQJVHUYLFHVWKDWLQFOXGHVIRXUTXDOLW\GLPHQVLRQV
6HUYLFH 3HUIRUPDQFH :HEVLWH &KDUDFWHULVWLFV &RPPXQLFDWLRQ DQG (IILFLHQF\ 
ZLWK D WRWDO RI  TXHVWLRQV .HQRYD DQG -RQDVVRQ   %DQNV PLJKW XVH WKH
VHYHQWHHQ LWHPV GHVFULEHG LQ WKLV ZRUN WR PHDVXUH WKH TXDOLW\ RI WKHLU RQOLQH
VHUYLFHV DORQJ WKH IRXU GLIIHUHQW GLPHQVLRQV RI VHUYLFH TXDOLW\ SUHVHQWHG LQ WKH
VWXG\
7KHSHUVRQQHORIWKHEDQNVDUHDOVRVRPHWLPHVUHJDUGHGDVLPSRUWDQWLQVLGHUVWR
WKH VHUYLFH TXDOLW\ $QGUHDV 6RWHULRX DQG 6WDYURV $ =HQLRV LPSOHPHQWHG WKH
TXDOLW\ HIILFLHQF\ PRGHO 64 DV SHUFHLYHG E\ WKH SHUVRQQHO RI WKH EUDQFK 7KH
SHUFHSWLRQVIURPH[WHUQDOFXVWRPHUVDUHQRWDOZD\VDYDLODEOHDQGFROOHFWLRQRI
VXFKLQIRUPDWLRQUHTXLUHVPDMRUPDUNHWVXUYH\VDQGLVH[SHQVLYH64SHUFHSWLRQV
E\WKHSHUVRQQHORIWKHEDQNDUHHDVLHUWRPHDVXUHDVRSSRVHGWRSHUFHSWLRQVE\
H[WHUQDOFXVWRPHUV+HQFHLQWHUQDOFXVWRPHUSHUFHSWLRQVRIVHUYLFHTXDOLW\FDQEH
XVHG DV SUR[\ IRU WKH²PRUH LQIRUPDWLYH EXW GLIILFXOW WR REWDLQ²FXVWRPHU
SHUFHSWLRQV 6RWHULRXDQG=HQLRV 
6XGKDKDU,VUDHODQG6HOYDPGHSLFWHGDSHUFHSWXDOPDSRQDVHWRIUHWDLOEDQNVLQ
,QGLD WKURXJK D VRSKLVWLFDWHG PXOWLYDULDWH QRQSDUDPHWULF WHFKQLTXH FDOOHG
&RUUHVSRQGHQFH $QDO\VLV EDVHG RQ 6(5948$/  7KH ILQGLQJV RI FXVWRPHU
VHUYLFHTXDOLW\RIVHOHFWHGSXEOLFDQGSULYDWHVHFWRUEDQNVUHYHDOHGWKDWPXFKZDV
QHHGHG WR EH GRQH IRU SXEOLF VHFWRU EDQNV LQ LPSURYLQJ WKHLU SHUIRUPDQFH E\
UHYDPSLQJ WKH VHUYLFH PDUNHWLQJ VWUDWHJLHV :KLOH WKH SXEOLF VHFWRU EDQN 6%,
6WDWH%DQNRI,QGLD ZDVFORVHO\UHODWHGWRVHFXULW\UHOLDELOLW\DQGFUHGLELOLW\VWLOO
LWQHHGHGWRLPSURYHRQDVSHFWVVXFKDVWDQJLELOLW\IDLUQHVV DQGWUHDWPHQWDQG
PRUHLPSRUWDQWO\RQDFFHVVLELOLW\DQGFRXUWHRXVEHKDYLRURIHPSOR\HHVWRZDUGV
WKHFXVWRPHUV$WWKHVDPHWLPHWKHFRUUHVSRQGHQFHDQDO\VLVSRLQWHGRXWWKHQHHG
RQ WKH SDUW RI SULYDWH VHFWRU EDQNV IRU IRFXVLQJ RQ UHOLDELOLW\ FUHGLELOLW\ DQG
VHFXULW\ DVSHFWV LQ GHOLYHULQJ VHUYLFH WR WKHLU FXVWRPHUV 6XGKDKDU ,VUDHO DQG
6HOYDP 
7KH RULJLQDO 6(5948$/ VFDOH FRQWDLQV VHYHUDO LWHPV PHDVXULQJ VRPH RI WKH
PRUHWDQJLEOHDVSHFWVRIWKHVHUYLFHSURYLVLRQ LHPRGHUQORRNLQJHTXLSPHQW
DSSHDOLQJ SK\VLFDO IDFLOLWLHV DSSHDOLQJ SULQWHG PDWHULDOV DQG QHDWDSSHDULQJ
HPSOR\HHV EXWLWGRHVQRWDGHTXDWHO\FDSWXUHRWKHUGLPHQVLRQVRIWKHSK\VLFDO
VXUURXQGLQJVWKDWKDYHEHHQRXWOLQHGLQWKHHQYLURQPHQWDOSV\FKRORJ\OLWHUDWXUH



7DVQHHPD$IULQ

6HYHUDO UHVHDUFKHUV HJ %DNHU *UHZDO  3DUDVXUDPDQ %LWQHU :DNHILHOG 
%ORGJHWW KDYHUHFHQWO\EURXJKWPRUHDWWHQWLRQWRWKHLPSRUWDQFHRIWKHSK\VLFDO
HQYLURQPHQWRQFXVWRPHUV¶SHUFHSWLRQVDQGHPRWLRQDOUHVSRQVHV$VSHFWVRIWKH
GHVLJQDQGGHFRURIWKHSK\VLFDOIDFLOLWLHVDVZHOODVDPELHQWIDFWRUVDUHOLNHO\WR
LQIOXHQFH FXVWRPHU SHUFHSWLRQV DQG IHHOLQJV EXW KDYH QRW EHHQ LQFRUSRUDWHG LQ
VHUYLFHTXDOLW\UHVHDUFK :DNHILHOGDQG%ORGJHWW 

0HWKRGRORJ\
7KHREMHFWLYHRIWKLVVWXG\LVWRGHWHUPLQHWKHFXVWRPHUV¶VDWLVIDFWLRQOHYHODWILYH
%DQNV

%5$&
'XWFK%DQJOD%DQN/LPLWHG
(DVWHUQ%DQN/LPLWHG
+RQJ.RQJ6KDQJKDL%DQN&RUSRUDWLRQ
6WDQGDUG&KDUWHG%DQN

,QRUGHUWRFRQGXFWWKLVVWXG\UHSRUWERWKSULPDU\ VHFRQGDU\GDWDKDYHEHHQ
XWLOL]HG  7KH VHFRQGDU\ GDWD KDYH EHHQ FROOHFWHG IURP SXEOLVKHG OLWHUDWXUH
MRXUQDOVZHEOLQNVDQGRWKHUUHODWHGVRXUFHV7KHSULPDU\GDWDKDYHEHHQREWDLQHG
WKURXJK LQWHUYLHZLQJ  DFFRXQW KROGHUV RI ILYH EDQNV  IRU HDFK EDQN
,QWHUYLHZLQJKDVEHHQFRQGXFWHGXVLQJDVWUXFWXUHGTXHVWLRQQDLUHFRQWDLQLQJ
TXHVWLRQVUHSUHVHQWLQJWKHILYHGLPHQVLRQVRIFXVWRPHUVDWLVIDFWLRQPHDVXUHPHQW
7KHWLPHSHULRGRIWKHVWXG\OLHVEHWZHHQ$SULODQG0D\

6XUYH\,QVWUXPHQW
6(5948$/ ZDV RULJLQDOO\ XVHG IRU DVVHVVLQJ FXVWRPHU SHUFHSWLRQV RI VHUYLFH
TXDOLW\LQVHUYLFHDQGUHWDLOLQJRUJDQL]DWLRQV

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



7KH6(5948$/LQVWUXPHQWKDVEHHQWKHSUHGRPLQDQWPHWKRGXVHGWRPHDVXUH
FRQVXPHUV¶SHUFHSWLRQVRIVHUYLFHTXDOLW\,WKDVILYHJHQHULFGLPHQVLRQVRUIDFWRUV
WKDWDUHVWDWHGDVIROORZV
  7DQJLEOHV3K\VLFDOIDFLOLWLHVHTXLSPHQWDQGDSSHDUDQFHRISHUVRQQHO
  5HOLDELOLW\ $ELOLW\ WR SHUIRUP WKH SURPLVHG VHUYLFH GHSHQGDEO\ DQG
DFFXUDWHO\
  5HVSRQVLYHQHVV :LOOLQJQHVV WR KHOS FXVWRPHUV DQG SURYLGH SURPSW
VHUYLFH
  $VVXUDQFH LQFOXGLQJ FRPSHWHQFH FRXUWHV\ FUHGLELOLW\ DQG VHFXULW\ 
.QRZOHGJHDQGFRXUWHV\RIHPSOR\HHVDQGWKHLUDELOLW\WRLQVSLUHWUXVW
DQGFRQILGHQFH
  (PSDWK\ LQFOXGLQJ DFFHVV FRPPXQLFDWLRQ XQGHUVWDQGLQJ WKH
FXVWRPHU &DULQJDQG,QGLYLGXDOL]HGDWWHQWLRQWKDWWKHILUPSURYLGHVWR
LWVFXVWRPHUV
7KHVHILYHGHWHUPLQDQWV¶LPSDFWRQ&XVWRPHU6DWLVIDFWLRQOHYHOLVJLYHQEHORZLQ
ILJXUH
)LJXUH6HUYLFH'HWHUPLQDQWV¶,PSDFWRQ&XVWRPHU6DWLVIDFWLRQ/HYHO

$VVXUDQFH

5HOLDELOLW\

(PSDWK\

3HUFHSWLRQV

5HVSRQVLYHQHVV

7KHVHUYLFHOHYHO
FXVWRPHUVSHUFHLYHG
ZKDWWKH\¶YHUHFHLYHG

&XVWRPHU
VDWLVIDFWLRQOHYHO
6285&(3ULPDU\

7DQJLEOHV



7DVQHHPD$IULQ

)RUWKLVUHVHDUFKDQRQGLIIHUHQFHVFRUHPHDVXUHZDVXVHGDQGWKHVFRUHIRUHDFK
GLPHQVLRQRIVHUYLFHTXDOLW\ZDVFRPSXWHGE\WDNLQJWKHDYHUDJHVFRUHLQLWHPV
PDNLQJXSWKHGLPHQVLRQLQWKLVFDVHWKUHHLWHPVSHUGLPHQVLRQ
7KHPHWKRGZHXVHGWRFDOFXODWHXQZHLJKWHG6(5948$/VFRUHLVJLYHQEHORZ
LQ7DEOH
7DEOH&DOFXODWLRQVWR2EWDLQ8QZHLJKWHG6(5948$/6FRUH
$YHUDJH7DQJLEOH6(5948$/VFRUH
$YHUDJH5HOLDELOLW\6(5948$/VFRUH
$YHUDJH5HVSRQVLYHQHVV6(5948$/VFRUH
$YHUDJH$VVXUDQFH6(5948$/VFRUH
$YHUDJH(PSDWK\6(5948$/VFRUH
727$/
$9(5$*( 7RWDO 81:(,*+7('6(5948$/
6&25(
6285&(&KDVH$TXLODQRDQG-DFREV

4XHVWLRQQDLUH
7KHVHUYLFHTXDOLW\TXHVWLRQQDLUHZDVREWDLQHGIURP6(5948$/ VTXHVWLRQOLVW
,WKDGEHHQXVHGVHYHUDOWLPHVLQWKHSDVWDQGZDVGHYHORSHGE\DFDGHPLFH[SHUWV
7KH TXHVWLRQQDLUH ZDV GHYHORSHG WR LGHQWLI\ XQGHUO\LQJ GLPHQVLRQV RI EDQN
TXDOLW\DQGWRDVVHVVFRQVXPHUV¶SHUFHSWLRQVRIWKHLPSRUWDQFHRIHDFKRIWKHVH
GLPHQVLRQV 7KH TXHVWLRQQDLUH FRYHUHG WKH ILYH GLPHQVLRQV RI VHUYLFH TXDOLW\
LQFOXGLQJWKHRYHUDOOVHUYLFHTXDOLW\RIWKHEDQN(DFKTXHVWLRQZDVUDWHGXVLQJD
/LNHUWW\SHVFDOHRI SRRU WR H[FHOOHQW 7KHVHUYLFHTXDOLW\TXHVWLRQQDLUHLV
VKRZQLQWKH$SSHQGL[$

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



'DWD&ROOHFWLRQDQG$QDO\VLV
)LYHEDQNVZHUHVHOHFWHGIRUGDWDFROOHFWLRQDQGWKHVHUYLFHTXDOLW\TXHVWLRQQDLUHV
ZHUHGLVWULEXWHGWRUDQGRPO\FKRVHQFXVWRPHUVWDNLQJIURPHDFKEDQN
'HVFULSWLYH VWDWLVWLFV 'HVFULSWLYH VWDWLVWLFV ZHUH XVHG WR FRPSDUH DPRQJ WKH
EDQNV 0HDQ DQG VWDQGDUG GHYLDWLRQ RI WKH GLPHQVLRQ LQGLFHV ZHUH XVHG WR
FRQFOXGHDERXWWKHRYHUDOOVHUYLFHTXDOLW\RIWKHVHOHFWHGEDQNV
5HJUHVVLRQ $QDO\VLV 0XOWLYDULDWH DQG %LYDULDQW 5HJUHVVLRQ DQDO\VLV ZHUH
SHUIRUPHGWRXQGHUVWDQGDERXWWKHRYHUDOOVHUYLFHTXDOLW\RIWKHVHOHFWHGEDQNV
$OOWKHUHJUHVVLRQVZHUHOLQHDULQSDUDPHWHU2YHUDOOVHUYLFHTXDOLW\ZDVXVHGDV
WKH GHSHQGHQW YDULDEOH DOWKRXJK WKH DUWLFOH ZKLOH LQGHSHQGHQW YDULDEOHV ZHUH
5HOLDELOLW\5HVSRQVLYHQHVV$VVXUDQFH(PSDWK\DQG7DQJLEOH
+\SRWKHVHVWHVWLQJ7ZRK\SRWKHVHVKDYHEHHQWHVWHGRQHLVQXOOK\SRWKHVHV + 
DQGDQRWKHULVDOWHUQDWLYHK\SRWKHVHV + 


1XOO K\SRWKHVHV +  2YHUDOO VHUYLFH TXDOLW\ GRHV QRW GHSHQG RQ
5HVSRQVLYHQHVV5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\



$OWHUQDWLYH K\SRWKHVHV +  2YHUDOO VHUYLFH H TXDOLW\ GHSHQGV RQ DW
OHDVW RQH RI WKH IROORZLQJ PHQWLRQHG YDULDEOHV 5HVSRQVLYHQHVV
5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\

0LQLWDE
0LQLWDELVRQHRIWKHPRVWSRSXODUVWDWLVWLFVSDFNDJHIRUGDWDDQDO\VLVLQWKHVHFWRU
RIVRFLDOVFLHQFH,WLVH[WHQVLYHO\XVHGERWKLQWKHUHVHDUFKZRUNDQGDOVRLQWKH
SURIHVVLRQDOILHOG,WLVUHJDUGHGE\PDQ\DVWKHPRVWXVHUIULHQGO\WRROWRXVHLQ
VWDWLVWLFDOVWXG\0LQLWDELVXVHGIRU


6WDWLVWLFDO DQDO\VLV LQFOXGLQJ GHVFULSWLYH VWDWLVWLFV WHVWV RI DVVRFLDWLRQ
WHVWVRIGLIIHUHQFHFRQWUROFKDUWVWDEOHVHWF



5HVXOW SORWWLQJ VXFK DV KLVWRJUDPV ER[ SORWV UHJUHVVLRQ SORWV VFDWWHU
JUDPVEDUFKDUWVHWF



,QWURGXFWRU\'DWD$QDO\VLV



7DVQHHPD$IULQ

6WDWLVWLFDO$QDO\VLV
PRGHOVKDYHEHHQXVHGWRHVWLPDWHWKHRYHUDOOVHUYLFHTXDOLW\DQGWRLOOXVWUDWHWKH
UHODWLRQEHWZHHQRYHUDOOVHUYLFHTXDOLW\ZLWKDOOWKHGLPHQVLRQV5HVSRQVLYHQHVV
5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\$PXOWLSOHOLQHDUUHJUHVVLRQDQG
VLQJOH YDULDEOH OLQHDU UHJUHVVLRQV KDYH EHHQ XVHG (DFK RI WKH VLQJOH YDULDEOH
PRGHOVLVDFWXDOO\DQHVWHGPRGHORIWKHPXOWLSOHUHJUHVVLRQPRGHO$FFRUGLQJWR
RXUDVVXPSWLRQRYHUDOOVHUYLFHTXDOLW\GHSHQGVRQO\RQWKHVHILYHGLPHQVLRQV6R
WKHPXOWLSOHUHJUHVVLRQSURYLGHVXVZLWKXQELDVHGHVWLPDWHV%HFDXVHRIWKHOLQHDU
FRUUHODWLRQDPRQJWKHLQGHSHQGHQWYDULDEOHVWKHHVWLPDWHGFRHIILFLHQWVIURPWKH
VLQJOH YDULDEOH UHJUHVVLRQ JLYH D ELDVHG HVWLPDWH 7KH PXOWL YDULDEOH UHJUHVVLRQ
DOORZVXVWRLQIHUFHWHULVSDULEXVUHODWLRQEHWZHHQWKHLQGHSHQGHQWDQGGHSHQGHQW
YDULDEOHV &RPSDULVRQ DPRQJ WKH EDQNV ZDV GRQH XVLQJ VRPH FRPPRQ
GHVFULSWLYHVWDWLVWLFV
1XOO K\SRWKHVHV +  2YHUDOO VHUYLFH TXDOLW\ GRHV QRW GHSHQG RQ
5HVSRQVLYHQHVV5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\
$OWHUQDWLYHK\SRWKHVHV+ 2YHUDOOVHUYLFHTXDOLW\GHSHQGVRQDWOHDVWRQHRI
WKH IROORZLQJ PHQWLRQHG YDULDEOHV 5HVSRQVLYHQHVV 5HOLDELOLW\ 7DQJLEOH
$VVXUDQFHDQG(PSDWK\
7DEOH/LVWRI5HJUHVVLRQ(TXDWLRQV
'HVFULSWLRQ

2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
5HOLDELOLW\ LQGHSHQGHQW3UHGLFWRU
2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
5HVSRQVLYHQHVV LQGHSHQGHQW3UHGLFWRU
2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
$VVXUDQFH LQGHSHQGHQW3UHGLFWRU
2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
(PSDWK\ LQGHSHQGHQW3UHGLFWRU

5HJUHVVLRQ(TXDWLRQ

5HJUHVVLRQ
W\SH

2YHUDOO6HUYLFH4XDOLW\ 
5HOLDELOLW\

OLQHDU

2YHUDOO6HUYLFH4XDOLW\ 
5HVSRQVLYHQHVV

OLQHDU

2YHUDOO6HUYLFH4XDOLW\ 
$VVXUDQFH

OLQHDU

2YHUDOO6HUYLFH4XDOLW\ 
(PSDWK\

OLQHDU

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\

2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
7DQJLEOH LQGHSHQGHQW3UHGLFWRU



2YHUDOO6HUYLFH4XDOLW\ 
7DQJLEOH

/LQHDU

2YHUDOO6HUYLFH4XDOLW\ 
5HVSRQVLYHQHVV
7DQJLEOH
(PSDWK\
5HOLDELOLW\ $VVXUDQFH

0XOWLSOH

2YHUDOO6HUYLFH4XDOLW\ 'HSHQGHQW
5HVSRQVLYHQHVV LQGHSHQGHQW3UHGLFWRU
7DQJLEOH LQGHSHQGHQW3UHGLFWRU
(PSDWK\ LQGHSHQGHQW3UHGLFWRU
$VVXUDQFH LQGHSHQGHQW3UHGLFWRU
5HOLDELOLW\ LQGHSHQGHQW3UHGLFWRU
6RXUFH3ULPDU\

5HJUHVVLRQ$QDO\VLV
7KHPXOWLSOHUHJUHVVLRQHTXDWLRQLV
2YHUDOOVHUYLFHTXDOLW\ 5HVSRQVLYHQHVV7DQJLEOH
(PSDWK\5HOLDELOLW\$VVXUDQFH
¥ ,QWKLVHTXDWLRQFRHIILFLHQWRI5HVSRQVLYHQHVVLVZKLFKLQGLFDWHV
WKDW5HVSRQVLYHQHVV RYHUDOOVHUYLFHTXDOLW\KDYHDSRVLWLYHUHODWLRQDQG
LIWKHVFRUHRI5HVSRQVLYHQHVVLQFUHDVHVE\SRLQWWKHVFRUHRIRYHUDOO
VHUYLFH TXDOLW\ LQFUHDVHV E\  SRLQWV SURYLGHG WKH RWKHU GLPHQVLRQV
UHPDLQXQFKDQJHG
¥ &RHIILFLHQW RI 7DQJLEOH LV  ZKLFK LQGLFDWHV WKDW LI WKH VFRUH RI
7DQJLEOH LQFUHDVHV E\  SRLQW WKH VFRUH RI RYHUDOO VHUYLFH TXDOLW\
LQFUHDVHV E\  SRLQWV SURYLGHG 5HVSRQVLYHQHVV (PSDWK\
5HOLDELOLW\ DQG $VVXUDQFH UHPDLQ XQFKDQJHG 7KH UHJUHVVLRQ IXQFWLRQ
VKRZVDSRVLWLYHUHODWLRQEHWZHHQ7DQJLEOHDQGRYHUDOOVHUYLFHTXDOLW\
¥ &RHIILFLHQW RI (PSDWK\ LV  ZKLFK LQGLFDWHV WKDW LI WKH VFRUH RI
(PSDWK\ LQFUHDVHV E\  SRLQW WKH VFRUH RI RYHUDOO VHUYLFH TXDOLW\
LQFUHDVHVE\SRLQWVDVVXPLQJWKDWWKHRWKHUIDFWRUVUHPDLQFRQVWDQW
¥ &RHIILFLHQW RI 5HOLDELOLW\ YDULDEOH LV  ZKLFK LQGLFDWHV WKDW LI WKH
VFRUHRI5HOLDELOLW\LQFUHDVHVE\SRLQWWKHQWKHVFRUHRIRYHUDOOVHUYLFH
TXDOLW\ LQFUHDVHV E\  SRLQWV SURYLGHG 5HVSRQVLYHQHVV 7DQJLEOH
(PSDWK\DQG$VVXUDQFHUHPDLQXQFKDQJHG



7DVQHHPD$IULQ

¥ $VVXUDQFHKDVDFRHIILFLHQWRIZKLFKLQGLFDWHVWKDWLIWKHVFRUHRI
$VVXUDQFH LQFUHDVHV E\  SRLQW WKH VFRUH RI RYHUDOO VHUYLFH TXDOLW\
GHFUHDVHVE\SRLQWVSURYLGHG5HVSRQVLYHQHVV7DQJLEOH(PSDWK\
DQG5HOLDELOLW\UHPDLQXQFKDQJHG
7HVWRI6LJQLILFDQFHRI&RHIILFLHQWVRI5HJUHVVLRQ(TXDWLRQ
7R EH VLJQLILFDQW &RHIILFLHQW RI SUHGLFWRU YDULDEOHV LQ WKH UHJUHVVLRQ HTXDWLRQ
PXVWKDYHDQHVWLPDWHG³3(´YDOXHHTXDORUOHVVWKDQWKHJLYHQ³3´YDOXHRI
7DEOH  FRQWDLQV FRHIILFLHQW RI SUHGLFWRU YDULDEOHV DQG HVWLPDWHG 3( YDOXH RI
FRHIILFLHQWV %DVHG RQ WKHVH SDUDPHWHUV VLJQLILFDQFH WHVW RI FRHIILFLHQWV RI
SUHGLFWRUYDULDEOHVZLOOEHFRQGXFWHG+HUH
¥ 3( YDOXH RI 5HVSRQVLYHQHVV LV  ZKLFK LV JUHDWHU WKDQ  6R WKH
FRHIILFLHQWRIUHVSRQVLYHQHVVLVQRWVWDWLVWLFDOO\VLJQLILFDQW
¥ 3(YDOXHRI7DQJLEOHLVZKLFKLVJUHDWHUWKDQ6RWKHFRHIILFLHQW
RI7DQJLEOHLVQRWVWDWLVWLFDOO\VLJQLILFDQW
¥ 3(YDOXHRI(PSDWK\LVZKLFKLVOHVVWKDQ6RWKHFRHIILFLHQWRI
(PSDWK\LVVWDWLVWLFDOO\VLJQLILFDQW
¥ 3(YDOXHRI5HOLDELOLW\LVZKLFKLVOHVVWKDQ6RWKHFRHIILFLHQW
RI5HOLDELOLW\LVVWDWLVWLFDOO\VLJQLILFDQW
¥ 3( YDOXH RI $VVXUDQFH LV  ZKLFK LV JUHDWHU WKDQ  6R WKH
FRHIILFLHQWRI$VVXUDQFHLVQRWVWDWLVWLFDOO\VLJQLILFDQW
7DEOH&RHIILFLHQWVDQGWKHLU3YDOXHV
3UHGLFWRU

&RHIILFLHQW

3(

5HPDUN

5HVSRQVLYHQHVV





,QVLJQLILFDQW

7DQJLEOH





,QVLJQLILFDQW

(PSDWK\





6LJQLILFDQW

5HOLDELOLW\





6LJQLILFDQW

$VVXUDQFH





,QVLJQLILFDQW

6285&(3ULPDU\
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7KHUHODWLRQVKLSDPRQJWKHLQGHSHQGHQWYDULDEOHVLQUHODWLYHWHUP
7KHUHODWLRQVKLSDPRQJWKHLQGHSHQGHQWYDULDEOHVLQUHODWLYHWHUPFDQEHDVVHVVHG
ZLWKWKHKHOSRIPXOWLSOHFRUUHODWLYH
5 
,W LQGLFDWHV WKDW WKHUH H[LVWV D KLJK GHJUHH RI SRVLWLYH UHODWLRQVKLS DPRQJ
5HOLDELOLW\5HVSRQVLYHQHVV7DQJLEOH$VVXUDQFHDQG(PSDWK\7KLVKLJKGHJUHH
RISRVLWLYHUHODWLRQVKLSDPRQJWKHLQGHSHQGHQWYDULDEOHVLVLQWHUSUHWHGEDVHGRQD
³7DEOHRILQWHUSUHWDWLRQIRUFRUUHODWLRQ´ZKLFKLVJLYHQLQWKHDSSHQGL[%
7KHH[SODQDWRU\SRZHURIWKHLQGHSHQGHQWYDULDEOHV
7KH H[SODQDWRU\ SRZHU RI WKH LQGHSHQGHQW YDULDEOHV FDQ EH DVVHVVHG ZLWK WKH
FRHIILFLHQWRIPXOWLSOHGHWHUPLQDWLRQV+HUHPXOWLSOHUHJUHVVLRQ\LHOGVFRHIILFLHQW
RIPXOWLSOHGHWHUPLQDWLRQV5 
7KLV LQGLFDWHV WKDW  RI WKH YDULDWLRQ LQ RYHUDOO VHUYLFH TXDOLW\ FDQ EH
H[SODLQHG E\ WKH FRPELQHG YDULDWLRQ RI 5HVSRQVLYHQHVV 5HOLDELOLW\ 7DQJLEOH
$VVXUDQFHDQG(PSDWK\
5HODWLYHLPSRUWDQFHRILQGHSHQGHQWYDULDEOHV
7KHUHODWLYHLPSRUWDQFHRIWKHLQGHSHQGHQWYDULDEOHV 5HVSRQVLYHQHVV5HOLDELOLW\
7DQJLEOH $VVXUDQFH DQG (PSDWK\  FDQ EH LQGLFDWHG ZLWK WKH KHOS RI EHWD
FRHIILFLHQWDQGWRGRVRDQRUPDOL]HGUHJUHVVLRQHTXDWLRQKDVEHHQFDOFXODWHG7KH
UHJUHVVLRQHTXDWLRQLV
2YHUDOO6HUYLFHTXDOLW\ 5HOLDELOLW\B5HVSRQVLYHQHVVB
$VVXUDQFHB(PSDWK\B7DQJLEOHB
7DEOH%HWD&RHIILFLHQWRI3UHGLFWRU9DULDEOHV
3UHGLFWRU
&RQVWDQW
5HOLDELOLW\
5HVSRQVLYHQHVV
$VVXUDQFH
(PSDWK\

%HWD&RHIILFLHQW






7DQJLEOH



6285&(3ULPDU\



7DVQHHPD$IULQ

%HWDFRHIILFLHQWRI5HVSRQVLYHQHVVLVZKLFKLVWKHKLJKHVWEHWDFRHIILFLHQW
7DQJLEOHKDVWKHVHFRQGKLJKHVWEHWDFRHIILFLHQW%HWDFRHIILFLHQWRI5HOLDELOLW\
$VVXUDQFH DQG (PSDWK\ IROORZV UHVSHFWLYHO\  :H FDQ FRQFOXGH WKDW
UHVSRQVLYHQHVVH[HUWVPRUHLQIOXHQFHRQRYHUDOOVHUYLFHTXDOLW\WKDQRQDQ\RWKHU
YDULDEOHV(PSDWK\LVWKHOHDVWLQIOXHQWLDOYDULDEOH
&RUUHODWLRQ 0DWUL[ 5HOLDELOLW\ 5HVSRQVLYHQHVV $VVXUDQFH (PSDWK\
7DQJLEOH2YHUDOO6HUYLFH4XDOLW\
7DEOHVKRZVFRUUHODWLRQEHWZHHQHDFKDQGHYHU\YDULDEOHLQWKH0DWUL[IRUP
&RUUHODWLRQVLQWKH7DEOHDUHLQWHUSUHWHGEDVHGRQD³7DEOHRILQWHUSUHWDWLRQIRU
FRUUHODWLRQ´ZKLFKLVJLYHQLQWKHDSSHQGL[
7DEOH3HDUVRQ&RUUHODWLRQ0DWUL[
5HOLDELOLW\ 5HVSRQVLYHQHVV $VVXUDQFH (PSDWK\ 7DQJLEOH
5HVSRQVLYHQHVV



$VVXUDQFH





(PSDWK\







7DQJLEOH









2YHUDOOVHUYLFH
TXDOLW\









6285&(3ULPDU\

%DVHGRQ7DEOHIROORZLQJFRQFOXVLRQVFDQEHGUDZQ
&RUUHODWLRQEHWZHHQ


5HOLDELOLW\DQGUHVSRQVLYHQHVVLVPRGHUDWH  



5HOLDELOLW\DQGDVVXUDQFHLVPRGHUDWH  



5HOLDELOLW\DQGHPSDWK\LVORZ  



5HOLDELOLW\DQG7DQJLEOHLVYHU\ORZPRGHUDWH  



5HOLDELOLW\DQGRYHUDOOVHUYLFHTXDOLW\LVPRGHUDWH  



5HVSRQVLYHQHVVDQGDVVXUDQFHLVKLJK  



(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\





5HVSRQVLYHQHVVDQGHPSDWK\LVPRGHUDWH  



5HVSRQVLYHQHVVDQGWDQJLEOHLVORZ  



5HVSRQVLYHQHVVDQGRYHUDOOVHUYLFHTXDOLW\LVPRGHUDWH  



$VVXUDQFHDQGHPSDWK\LVPRGHUDWH  



$VVXUDQFHDQGWDQJLEOHLVORZ  



$VVXUDQFHDQGRYHUDOOVHUYLFHTXDOLW\LVPRGHUDWH  



(PSDWK\DQGWDQJLEOHLVORZ  



(PSDWK\DQGRYHUDOOVHUYLFHTXDOLW\LVPRGHUDWH  



7DQJLEOHDQGRYHUDOOVHUYLFHTXDOLW\LVORZ  

7HVWRI+\SRWKHVHV
+HUHWZRK\SRWKHVHVKDYHEHHQWHVWHGRQHLVQXOOK\SRWKHVHV + DQGDQRWKHULV
DOWHUQDWLYHK\SRWKHVHV + 


1XOO K\SRWKHVHV +  2YHUDOO VHUYLFH TXDOLW\ GRHV QRW GHSHQG RQ
5HVSRQVLYHQHVV5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\



$OWHUQDWLYH K\SRWKHVHV +  2YHUDOO VHUYLFH H TXDOLW\ GHSHQGV RQ DW
OHDVW RQH RI WKH IROORZLQJ PHQWLRQHG YDULDEOHV 5HVSRQVLYHQHVV
5HOLDELOLW\7DQJLEOH$VVXUDQFHDQG(PSDWK\

7RFRQGXFWWHVWRIK\SRWKHVHV$QDO\VLVRI9DULDQFH $129$ LVXVHG$FFRUGLQJ
WR $QDO\VLV RI 9DULDQFH $129$  LI HVWLPDWHG ³)(´ LV JUHDWHU WKDQ &ULWLFDO RU
WDEOH YDOXH RI ³)´ WKHQ QXOO K\SRWKHVHV +  ZLOO EH UHMHFWHG ZKLFK PHDQV
DOWHUQDWLYHK\SRWKHVHV + ZLOOEHDFFHSWHG)RU$QDO\VLVRI9DULDQFHVHOHFWHG
VLJQLILFDQFHOHYHOLV
7DEOH$QDO\VLVRI9DULDQFH
6RXUFH

')

66

06

)(

3

5HJUHVVLRQ











5HVLGXDO(UURU







7RWDO





6RXUFH3ULPDU\



7DVQHHPD$IULQ

+HUH(VWLPDWHGYDOXHRI)( !7DEOHYDOXHRI)7 ZKLFKPHDQVQXOO
K\SRWKHVHV +  LV UHMHFWHG DQG WKH DOWHUQDWLYH K\SRWKHVHV +  WKDW 2YHUDOO
VHUYLFH TXDOLW\ GHSHQGV RQ DW OHDVW RQH RI WKH IROORZLQJ PHQWLRQHG
YDULDEOHV5HVSRQVLYHQHVV 5HOLDELOLW\ 7DQJLEOH $VVXUDQFH DQG (PSDWK\ LV
DFFHSWHG

3HUFHSWLRQRI&XVWRPHUV5HJDUGLQJWKH6HUYLFH4XDOLW\RI%DQNLQJ6HFWRU
2YHUDOO SHUFHSWLRQ RI  FXVWRPHUV UHJDUGLQJ WKH VHUYLFH TXDOLW\ RI WKH EDQNLQJ
VHFWRU KDV EHHQ DVVHVVHG LQ WHUPV RI GHULYHG PHDQ VFRUH  RI UHVSHFWLYH VHUYLFH
TXDOLW\ GLPHQVLRQV DQG GLPHQVLRQV DUH  5HVSRQVLYHQHVV 5HOLDELOLW\ 7DQJLEOH
$VVXUDQFH DQG (PSDWK\ DQG 2YHUDOO VHUYLFH TXDOLW\ 7KH IROORZLQJ 7DEOH 
FRQWDLQV PHDQ RI VFRUHV REWDLQHG IURP WKH VXUYH\ DQG DOVR UHPDUNV RQ WKH
FXVWRPHUVHUYLFHTXDOLW\RIWKHEDQNLQJVHFWRURI%DQJODGHVK
7DEOH0HDQRI6FRUHV2EWDLQHGLQWKH6XUYH\DQG5HPDUNV
)DFWRU

0HDQ

5HPDUN

5HOLDELOLW\



6DWLVIDFWRU\

5HVSRQVLYHQHVV



0RGHUDWH

$VVXUDQFH



0RGHUDWH

(PSDWK\



1RW6DWLVIDFWRU\

7DQJLEOH



6DWLVIDFWRU\

2YHUDOOVHUYLFH4XDOLW\



6DWLVIDFWRU\

RUDERYHVDWLVIDFWRU\0RGHUDWHEHORZOX1RWVDWLVIDFWRU\
6RXUFHSULPDU\

&RPSDULVRQRI&XVWRPHU6HUYLFH4XDOLW\DPRQJ%DQNV
5HOLDELOLW\
)URPWKHILJXUHLWFDQEHFRQFOXGHGWKDW+6%&KDVWKHKLJKHVW5HOLDELOLW\VFRUH
ZKLFKLV(%/KDVWKHORZHVW5HOLDELOLW\VFRUHZKLFKLV5HOLDELOLW\
VFRUH RI 6&%  ! 5HOLDELOLW\ VFRUH RI %5$&  ! 5HOLDELOLW\ VFRUH RI
'%%/ 

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR5HOLDELOLW\

6RXUFH3ULPDU\



,WPD\EHVDLGWKDW+6%&%5$&6&%DUHPRUHRUOHVVHIILFLHQWLQVHUYLQJWKHLU
FXVWRPHUV TXLFNO\ DQG HIILFLHQWO\ KDQGOLQJ WUDQVDFWLRQV DFFXUDWHO\ DQG DUH
GHSHQGDEOH%XW'%%/DQG(%/DUHVHULRXVO\ODFNLQJLQVHUYLQJWKHLUFXVWRPHUV
TXLFNO\DQGHIILFLHQWO\DFFXUDWHWUDQVDFWLRQKDQGOLQJDQGWKHLUFXVWRPHUVGRQRW
FRQVLGHUWKHPDVGHSHQGDEOH
5HVSRQVLYHQHVV
%5$& KDV WKH KLJKHVW UHVSRQVLYHQHVV VFRUH RI  (%/ KDV WKH ORZHVW
UHVSRQVLYHQHVV VFRUH RI  5HVSRQVLYHQHVV VFRUH RI +6%&   !
5HVSRQVLYHQHVVVFRUHRI6&% !5HVSRQVLYHQHVVVFRUHRI'%%/ 
)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR5HVSRQVLYHQHVV


6RXUFH3ULPDU\



7DVQHHPD$IULQ

6R LW FDQ EH HDVLO\ VDLG IURP WKH DERYH LQWHUSUHWDWLRQ WKDW %5$& DQG +6%&
SURYLGHFOHDUH[SODQDWLRQVRIVHUYLFHVWRWKHLUFXVWRPHUVVROYHSUREOHPVEHWWHU
DQG XQGHUVWDQG WKH EDQNLQJ QHHGV EHWWHU %XW 6&% DQG '%%/ QHHG WR H[FHO LQ
WKHVHGHSDUWPHQWV(%/QHHGVWRFRQFHQWUDWHRQWKHVHGHSDUWPHQWVDVWKLVEDQNLV
VHULRXVO\ODFNLQJLQWKHVHVHFWRUV
$VVXUDQFH
)URPWKHJUDSKEHORZLWFDQEHFRQFOXGHGWKDW%5$&KDVWKHKLJKHVW$VVXUDQFH
VFRUH ZKLFK LV   (%/ KDV WKH ORZHVW $VVXUDQFH VFRUH ZKLFK LV 
$VVXUDQFHVFRUHRI+6%& !$VVXUDQFHVFRUHRI6&%DQG'%%/
)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR$VVXUDQFH


6RXUFH3ULPDU\

,WPD\EHFRQFOXGHGIURPWKHDERYHLQWHUSUHWDWLRQWKDW%5$&DQG+6%&WKDQN
WKHLUFXVWRPHUVIRUGRLQJEXVLQHVVZLWKWKHPFXVWRPHUVIHHOVHFXUHEDQNLQJZLWK
WKHPDQGWKHVHEDQNVPDNHEXVLQHVVHDV\IRUWKHLUFXVWRPHUVZKLOH'%%/6&%
DQGHVSHFLDOO\(%/UHDOO\QHHGWRJLYHDVHULRXVORRNLQWKHVHVHFWRUV
7DQJLEOH
+HUH'%%/KDVWKHKLJKHVW7DQJLEOHVFRUHRI+6%&KDVWKHORZHVW7DQJLEOH
VFRUHRI7DQJLEOHVFRUHRI%5$& !7DQJLEOHVFRUHRI(%/ !
7DQJLEOHVFRUHRI6&% 

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR7DQJLEOH


6RXUFH3ULPDU\

,WPD\EHLQWHUSUHWHGWKDWPRVWRIWKHUHVSRQGHQWVUHVSRQGHGWKDWWKHORFDWLRQRI
'%%/LVWKHPRVWFRQYHQLHQWIRUWKHP'%%/KDVWKHPRVWXSWRGDWHHTXLSPHQW
DQGVWURQJDFFHVVLELOLW\WR$70+6%&LVVHULRXVO\ODFNLQJLQWKHVHVHFWRUVDQG
%5$&(%/DQG6&%DUHSHUIRUPLQJPRGHUDWHO\LQWKHVHGHSDUWPHQWV
(PSDWK\
)URP WKH ILJXUH  LW FDQ EH FRQFOXGHG WKDW '%%/ DQG %5$& KDYH WKH KLJKHVW
(PSDWK\VFRUHZKLFKDUHDQGUHVSHFWLYHO\(%/KDVWKHORZHVW(PSDWK\
VFRUHZKLFKLV
)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR(PSDWK\

6RXUFH3ULPDU\



7DVQHHPD$IULQ

6RLWPD\EHFRQFOXGHGWKDW(%/QHHGVWRJUHHWDQGDFNQRZOHGJHWKHLUFXVWRPHUV
SURPSWO\ DGGUHVV WKHLU FXVWRPHUV E\ QDPH DQG SURYLGH IULHQGO\ DQG FDULQJ
VHUYLFH'%%/DQG%5$&KDYHH[FHOOHGLQWKHVHGHSDUWPHQWV
2YHUDOO6HUYLFH4XDOLW\
7KHIROORZLQJJUDSKVXJJHVWVWKDW+6%&KDVWKHEHVWRYHUDOOVHUYLFHTXDOLW\7KH
VHUYLFHTXDOLW\RI6&%DQG'%%/LVWKHVDPH
)LJXUH6FRUHZLVH5DQNLQJRI%DQNVZLWK5HVSHFWWR2YHUDOO6HUYLFH4XDOLW\


6RXUFH3ULPDU\

7KHRYHUDOOVHUYLFHTXDOLW\RI%5$&LVZKLFKLVWKHIRXUWKEHVWDPRQJWKHILYH
VHOHFWHGEDQNV(%/UHDOO\QHHGVWRFRQFHQWUDWHKDUGRQHDFKDQGHYHU\VHFWRURI
WKHLUFXVWRPHUVHUYLFH

&RQFOXVLRQ 5HFRPPHQGDWLRQ
,QEDQNLQJILUPVWKHSUDFWLWLRQHUVDUHLQWHUHVWHGWRNQRZWKHFXVWRPHUSHUFHSWLRQV
RIVHUYLFHTXDOLW\IRULGHQWLI\LQJVKRUWIDOOVDQGLPSURYLQJVHUYLFHGHOLYHU\7KH
DUWLFOHVKHGVOLJKWRQWKHFXVWRPHUVHUYLFHTXDOLW\LQWKHVHOHFWHGEDQNV2QHFDQ
JHWDQLGHDRIWKHFXVWRPHUVHUYLFHTXDOLW\LQWKHEDQNLQJLQGXVWU\DVZHOO7KH
PDMRULQVLJKWJDLQHGIURPWKHVWXG\LVWRLGHQWLI\WKRVHDUHDVZKHUHLPSURYHPHQW
FRXOG EH PDGH DQG UHVRXUFHV FRXOG EH DOORFDWHG )RU LQVWDQFH E\ NQRZLQJ WKH
OHYHORIVHUYLFHTXDOLW\LQWKHLUEDQNVPDQDJHUVFDQXVHVXFKLQIRUPDWLRQWRPDNH
EDQN ZLGH LPSURYHPHQW LQ TXDOLW\ SHUIRUPDQFH ,W FDQ DOVR EH XVHG DV D

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



EHQFKPDUN WR FRPSDUH WKH SHUIRUPDQFHV RI RWKHU EDQNV WKDW DGRSW TXDOLW\
SURJUDP
&XVWRPHUVLGHQWLILHGUHVSRQVLYHQHVVDVWKHPRVWLPSRUWDQWGLPHQVLRQRIVHUYLFH
TXDOLW\ 7DQJLEOH FRPHV QH[W IROORZHG E\ 5HOLDELOLW\ $VVXUDQFH DQG (PSDWK\
UHVSHFWLYHO\ 7KH VFRUH RI HPSDWK\ ZDV ORZHVW LQGLFDWLQJ WKDW WKH SUDFWLFH RI
SD\LQJH[WUDDWWHQWLRQWRWKHFXVWRPHUVLVPRVWO\DEVHQWIURPWKHEDQNLQJLQGXVWU\
RI %DQJODGHVK &XVWRPHUV UDQNHG +6%& WKH EHVW DPRQJ WKH VHOHFWHG EDQNV
FRQVLGHULQJ RYHUDOO VHUYLFH TXDOLW\ ZKLOH (%/ ZHUH UDWHG ZRUVW FRQVLGHULQJ
RYHUDOOVHUYLFHTXDOLW\
$VHDFKRIWKHGLPHQVLRQVZDVHTXDOO\ZHLJKWHGWRLPSURYHWKHVHUYLFHTXDOLW\
VFRUHLWLVUHFRPPHQGHGWRSD\DWWHQWLRQWRLPSURYHDOOWKHVHGLPHQVLRQVDVPXVK
DVSRVVLEOH6SHFLDODWWHQWLRQLVQHHGHGIRUWKHHPSDWK\GLPHQVLRQ&XVWRPHUV¶
SHUFHSWLRQ DERXW WKH HPSDWK\ IURP WKHLU EDQNV FDQ EH LPSURYHG E\ SURYLGLQJ
FDULQJ DQG LQGLYLGXDO DWWHQWLRQ WR WKH FXVWRPHUV +LJK LPSRUWDQFH RI 7DQJLEOH
GLPHQVLRQ LQGLFDWHV WKDW FXVWRPHUV¶ SULRULW\ LV KLJKO\ LQIOXHQFHG E\ %DQNV¶
ORFDWLRQ$70IDFLOLWLHVHWF
$ ¶ VWHS¶ DSSURDFK LV VXJJHVWHG WR LPSURYH WKH TXDOLW\ RI VHUYLFH LQ
EDQNLQJ
 5HFRJQL]LQJ µTXDOLW\¶ SUREOHP ± LGHQWLI\LQJ WKH SUREOHP DUHD IRU WKH
EDQNV
 'HWHUPLQLQJWKHWDUJHWJURXSV¶H[SHFWDWLRQV
 'HYHORSLQJDSSURSULDWHVHUYLFHSURGXFWV
 6HOOLQJWKHLGHDRIµTXDOLW\¶WRWKHLQWHUQDODXGLHQFH VWDII
 &UHDWLQJDµ&XVWRPHUIRFXV FDUH¶FXOWXUH
 'HYHORSLQJFXVWRPHURULHQWHGPHDVXUHVWRLPSURYHTXDOLW\
 7DQJLEOHVWKHVHUYLFHRIIHUHG
 ,PSURYLQJWKHSK\VLFDOHYLGHQFH
 0DNLQJWKHVHUYLFHHDVLO\XQGHUVWDQGDEOH
 (QFRXUDJLQJµZRUGRIPRXWK¶DERXWTXDOLW\ZLWKVWXIIDQGXVHUV
 3URPLVLQJZKDWFDQEHGHOLYHUHG
 ,QYLWLQJFRPSODLQWVIURPGLVVDWLVILHGFXVWRPHUV



7DVQHHPD$IULQ

5HIHUHQFH
.DUDWHSH2$<DYDV8 %DEDNXV(  0HDVXULQJVHUYLFHTXDOLW\RI
EDQNV 6FDOH GHYHORSPHQW DQG YDOLGDWLRQ -RXUQDO RI 5HWDLOLQJ DQG
&RQVXPHU6HUYLFHV
.HQRYD9 -RQDVVRQ3  4XDOLW\2QOLQH%DQNLQJ6HUYLFHV%DFKHORU¶V
7KHVLVLQ%XVLQHVV$GPLQLVWUDWLRQ
1DMMDU/ %LVKX55  6HUYLFH4XDOLW\$&DVH6WXG\RID%DQN
40-  
3DUDVXUDPDQ $ =HLWKDPO 9$  %HUU\ //   6(5948$/ D
PXOWLSOHLWHP VFDOH IRU PHDVXULQJ FRQVXPHU SHUFHSWLRQV RI VHUYLFH
TXDOLW\-RXUQDORI5HWDLOLQJ  
ùDIDNDOL 29   7(67,1* 6(5948$/ ',0(16,216 21 7+(
&200(5&,$/ %$1. 6(&725 2) 1257+(51 &<3586
)LQDQFLDO7KHRU\DQG3UDFWLFH  
6RWHULRX$ =HQLRV6$  (IILFLHQF\3URILWDELOLW\DQG4XDOLW\LQWKH
3URYLVLRQRI%DQNLQJ6HUYLFHV:RUNLQJ3DSHU'HSDUWPHQWRI3XEOLF
DQG%XVLQHVV$GPLQLVWUDWLRQ8QLYHUVLW\RI&\SUXV1LFRVLD&<3586

6XGKDKDU&-,VUDHO' 6HOYDP0  6HUYLFH4XDOLW\0HDVXUHPHQWLQ
,QGLDQ5HWDLO%DQNLQJ6HFWRU&$$URDFK-RXUQDORI$OLHG6FLHQFHV
 
:DNHILHOG./ %ORGJHWW-*  &XVWRPHU5HVSRQVHWR,QWDQJLEOHDQG
7DQJLEOH6HUYLFH)DFWRUV3V\FKRORJ\ 0DUNHWLQJ  
<RRQ 6  6XN +   (QVXULQJ ,7 &RQVXOWLQJ 6(5948$/ DQG 8VHU
6DWLVIDFWLRQ $ 0RGLILHG 0HDVXUHPHQW 7RRO ,QIRUPDWLRQ 6\VWHPV
)URQWLHUV

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



$SSHQGL[$
6DPSOH4XHVWLRQQDLUH
'HWDLOVRIWKH,QWHUYLHZHH
1DPHBBBBBBBBBBBBBBBBBBBBBBBBBB
%DQN

%5$&

$JH*URXS

\HDUV

*HQGHU

0DOH

'HVLJQDWLRQBBBBBBBBBBBBBBBBBBBBBBBB
'%%/

(%/

+6%&

\HDUV

DERYH\HDUV

6&%

)HPDOH

'DWHRI,QWHUYLHZBBBBBBBBBBBBBBBBBB
&XVWRPHUTXHVWLRQQDLUH
3OHDVHVKRZWKHH[WHQWWRZKLFK\RXWKLQN\RXUEDQNRIIHUVWKHIROORZLQJVHUYLFHV
2QDVFDOHRIWRSOHDVHFLUFOHWKHDSSURSULDWHUDWLQJ
3RRU

([FHOOHQW

6HUYLQJ\RXTXLFNO\DQGHIILFLHQWO\























 +DQGOLQJ\RXUWUDQVDFWLRQDFFXUDWHO\























%HLQJGHSHQGDEOH























3URYLGLQJFOHDUH[SODQDWLRQVRIVHUYLFHV























6ROYLQJSUREOHPVWURXEOHVKRRWLQJ























8QGHUVWDQGLQJ\RXUEDQNLQJQHHGV























7KDQNLQJ\RXIRU\RXUEXVLQHVV























)HHOLQJVHFXUHGRLQJEXVLQHVVKHUH























0DNLQJLWHDV\WRGREXVLQHVVKHUH























*UHHWLQJ DFNQRZOHGJLQJ\RX
SURPSWO\























$GGUHVVLQJ\RXE\QDPH























3URYLGLQJIULHQGO\DQGFDULQJVHUYLFH























7KHORFDWLRQRIRXUEDQNWR\RXLV























+DYLQJXSWRGDWHHTXLSPHQW























$FFHVVLELOLW\WR$70























2YHUDOOVHUYLFHTXDOLW\

























7DVQHHPD$IULQ

$SSHQGL[%

7DEOH%,QWHUSUHWDWLRQIRU&RUUHODWLRQ
9DOXH

'HJUHHRIUHODWLRQVKLS



$EVHQFHRIUHODWLRQVKLS



9HU\ORZ



/RZ



0RGHUDWH



+LJK



9HU\+LJK



3HUIHFW

,PSDFWRI4XHXHRQ&XVWRPHUV$Q$QDO\VLV
RI6RPH5HWDLO6KRSVLQ%DQJODGHVK
0LPQXQ6XOWDQD
001D]UXO,VODP
$%675$&7
&RPSDQLHV GLIIHUHQWLDWH RIIHULQJV ZLWK FRPSHWLWLYH DGYDQWDJH OLNH SURGXFW
GHYHORSPHQWEXWFXUUHQWO\FXVWRPHUVDWLVIDFWLRQLVEHFRPLQJDYLWDOLVVXH6HUYLFH
RUJDQL]DWLRQVZLWKLQHIILFLHQWZDLWLQJOLQHPDQDJHPHQWUHGXFHFRPSHWHQF\7KH
REMHFWLYH RI WKLV VWXG\ ZDV WR VXUYH\ GLIIHUHQW UHWDLO VKRSV RI %DQJODGHVK WR
REVHUYHZDLWLQJOLQHPDQDJHPHQWIDFWRUVIRUZDLWLQJ WRSURSRVHDSSURDFKHVWR
PLWLJDWH ZDLWLQJ OLQHV 7KH UHVHDUFK SURJUHVVHG WKURXJK FRQYHUVDWLRQ ZLWK 
FXVWRPHUVDQGGHSWKLQWHUYLHZVRISURIHVVLRQDOVZLWKDQHIIHFWLYHTXHVWLRQQDLUH
$QDO\VHV RI WKRVH HPSLULFDO DQG QXPHULFDO GDWD ZHUH GRQH LQ GLIIHUHQW DVSHFWV
DSSO\LQJ6(5948$/PHWKRGDQGWKHLQIRUPDWLRQLVSUHVHQWHGDVZHOO7RGHDO
ZLWK ZDLWLQJ OLQH SUREOHPV VHOHFWLRQ RI SURFHGXUH RU SULRULW\ UXOH LV LPSRUWDQW
DFFRUGLQJWRWKHW\SHRIVHUYLFHDQGORQJWHUPSHUVSHFWLYHVKRXOGEHWDNHQWRJHW
ULGRITXHXH
.H\ZRUGV&XVWRPHU¶V6DWLVIDFWLRQ6(5948$/:DLWLQJOLQHPDQDJHPHQW

,QWURGXFWLRQ
4XHXHV DUH FRPPRQO\ IRXQG ZKHUHYHU FXVWRPHUV DUULYH UDQGRPO\ IRU VHUYLFHV
6RPHH[DPSOHVRIZDLWLQJOLQHVZHHQFRXQWHULQRXUGDLO\OLYHVLQFOXGHWKHOLQHV
DWVXSHUPDUNHWFKHFNRXWVIDVWIRRGVKRSVDLUSRUWWLFNHWFRXQWHUVWKHDWHUVSRVW
RIILFHVDQGWROOERRWKV
'HVLJQHUVPXVWZHLJKWKHFRVWRISURYLGLQJDJLYHQOHYHORIVHUYLFHFDSDFLW\DJDLQVW
WKHSRWHQWLDO LPSOLFLW FRVWRIKDYLQJFXVWRPHUVZDLWIRUVHUYLFH,QDVHUYLFHIDFLOLW\
FXVWRPHUVHQWHUDZDLWLQJOLQHRIDVHUYLFHIDFLOLW\UHFHLYHVHUYLFHZKHQWKHLUWXUQ
FRPHVDQGWKHQOHDYHWKHV\VWHP7KHQXPEHURIFXVWRPHUVLQWKHV\VWHP DZDLWLQJ
VHUYLFH  ZLOO YDU\ UDQGRPO\ RYHU WLPH :DLWLQJ OLQH PDQDJHPHQW FDQ EH GLUHFWO\
6HQLRU/HFWXUHU6FKRRORI%XVLQHVVDQG(FRQRPLFV8QLWHG,QWHUQDWLRQDO8QLYHUVLW\'KDND
$VVLVWDQW*HQHUDO0DQDJHU$SH[/LQJHULH/LPLWHG



0LPQXQ6XOWDQD 001D]UXO,VODP

DSSOLHG WR D ZLGH UDQJH RI VHUYLFH RSHUDWLRQV LQFOXGLQJ FDOO FHQWHUV EDQNV SRVW
RIILFHV UHVWDXUDQWV WKHPH SDUNV WHOHFRPPXQLFDWLRQ V\VWHPV DQG WUDIILF
PDQDJHPHQW0DQDJHUVKDYHDQXPEHURIYHU\JRRGUHDVRQVWREHFRQFHUQHGZLWK
ZDLWLQJ OLQHV 0DMRU UHDVRQV DUH DV IROORZV WKH FRVW WR SURYLGH ZDLWLQJ VSDFH D
SRVVLEOHORVVRIEXVLQHVVLIFXVWRPHUVOHDYHWKHOLQHEHIRUHVHUYHGRUUHIXVHWRZDLW
D SRVVLEOH ORVV RI JRRGZLOO D SRVVLEOH UHGXFWLRQ LQ FXVWRPHU VDWLVIDFWLRQ WKH
UHVXOWLQJFRQJHVWLRQWKDWPD\GLVUXSWRWKHUEXVLQHVVRSHUDWLRQVRUFXVWRPHUV

%DFNJURXQGRIWKH5HVHDUFK3UREOHP
:DLWLQJOLQHVDERXQGLQDOOVRUWVRIVHUYLFHV\VWHPV$QGWKH\DUHQRQYDOXHDGGHG
RFFXUUHQFHV )RU FXVWRPHUV KDYLQJ WR ZDLW IRU VHUYLFH FDQ UDQJH IURP EHLQJ
DFFHSWDEOH XVXDOO\VKRUWZDLWV WREHLQJDQQR\LQJ ORQJHUZDLWV WREHLQJDPDWWHU
RIOLIHDQGGHDWK HJLQHPHUJHQFLHV )RUEXVLQHVVHVWKHFRVWVRIZDLWLQJFRPH
IURP ORZHU SURGXFWLYLW\ DQG FRPSHWLWLYH GLVDGYDQWDJH )RU VRFLHW\ WKH FRVWV DUH
ZDVWHGUHVRXUFHV HJIXHOFRQVXPSWLRQRIFDUVVWXFNLQWUDIILF DQGUHGXFHGTXDOLW\
RIOLIH&XVWRPHUVPD\ZDLWDFHUWDLQDPRXQWRIWLPHDQGWKHQOHDYH2WKHUVPD\
UHIXVHWRHQWHUWKHOLQHDWDOODQGJRVRPHZKHUHHOVHRUSODQWRUHWXUQODWHUVWLOORWKHUV
PD\KLUHSHRSOHWRZDLWLQOLQHIRUWKHP+HQFHLWLVLPSRUWDQWIRUV\VWHPGHVLJQHUV
DQGPDQDJHUVRIH[LVWLQJVHUYLFHV\VWHPVWRIXOO\DSSUHFLDWHWKHLPSDFWRIZDLWLQJ
OLQHV0DQDJHPHQWRIFRQVXPHUZDLWLQJH[SHULHQFHVLVFULWLFDOIRUSUDFWLWLRQHUVLQ
WKDWXQSOHDVDQWZDLWLQJH[SHULHQFHVPD\UHVXOWLQQHJDWLYHVHUYLFHHYDOXDWLRQV

3UREOHP6WDWHPHQW2EMHFWLYH
7KHSUREOHPVRIORQJTXHXHVDUHFRPPRQLQ%DQJODGHVKLWDSSHDUVDQ\ZKHUHZKHUH
WKHUHLVDZDLWLQJOLQHV\VWHP3HRSOHWHQGWREHGLVVDWLVILHGZKHQWKH\KDYHWRZDLWWRR
ORQJLQOLQHV7KHREMHFWLYHRIWKLVUHVHDUFKLVWRSURYLGHDFRPSDUDWLYHDVVHVVPHQWRI
WKHTXDOLW\RIVHUYLFHVUHFHLYHGE\WKHFXVWRPHUVLQ%DQJODGHVKLQWKHOHQVRIZDLWLQJ
OLQH PDQDJHPHQW  7KLV UHVHDUFK LQFOXGHG TXDOLW\ VHUYLFH SURYLGHG IURP VWDII
LQIUDVWUXFWXUHDQGWHFKQRORJLHVXVHGWRPDQDJHZDLWLQJOLQHV7KHDVVHVVPHQWPD\EH
XVHGDVDEDVLVRUEHQFKPDUNIRUWKHIXWXUHVWXGLHVWRWUDFNFKDQJHVLQWKHTXDOLW\RI
VHUYLFHV &XVWRPHU VDWLVIDFWLRQ DQG VHUYLFH TXDOLW\ ZHUH RIWHQ WUHDWHG WRJHWKHU DV
IXQFWLRQVRIFXVWRPHUV¶SHUFHSWLRQVDQGH[SHFWDWLRQV5HVHDUFKKDVVKRZQWKDWKLJK
VHUYLFHTXDOLW\FRQWULEXWHVVLJQLILFDQWO\WRFXVWRPHUVDWLVIDFWLRQDQGFXVWRPHUGHOLJKW
,WVKRXOGDOVRVHQVLWL]HVHUYLFHSURYLGHUV¶SODQQHUVWRLPSURYHWKRVHDUHDVRIVHUYLFH
WKDW PLJKW EH VLJQLILFDQWO\ LPSURYHG 7KH H[SHFWDWLRQ DQG SHUFHSWLRQ OHYHO RI
FXVWRPHUVKDYHEHHQVWXGLHGE\6(5948$/PHWKRG
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/LWHUDWXUH5HYLHZ
8QOLNH D PDQXIDFWXUHG SURGXFW ZKHUH TXDOLW\ FDQ UHDGLO\ EH DVVHVVHG VHUYLFH
TXDOLW\LVDQHOXVLYHDQGDEVWUDFWFRQFHSWWKDWLVGLIILFXOWWRGHILQHDQGPHDVXUH
0DUNDQGD\ /LWHUDWXUHRQTXHXLQJLQGLFDWHVWKDWZDLWLQJLQOLQHRUTXHXH
FDXVHV LQFRQYHQLHQFH LQ HFRQRPLF FRVWV WR LQGLYLGXDOV DQG RUJDQL]DWLRQV
2EDPLUR 7KHGHYHORSPHQWRI6(5948$/ZDVDVLJQLILFDQWFRQWULEXWLRQ
PDGHWRZDUGVWKHGHYHORSPHQWRIDTXDQWLWDWLYH\DUGVWLFNIRUDVVHVVLQJWKHTXDOLW\
RIDILUP VVHUYLFHE\PHDVXULQJFXVWRPHUV SHUFHSWLRQVRITXDOLW\6(5948$/
SURYLGHVDPHDQVRIPHDVXUHPHQWIRUUHVHDUFKHUVWRGHWHUPLQHKRZZHOOVHUYLFH
OHYHOLVGHOLYHUHGDQGKRZLWPDWFKHVFXVWRPHUH[SHFWDWLRQVRQDFRQVLVWHQWEDVLV
0DUNDQGD\ 6FKQHLGHUDQG%RZHQ  DQG7RUQRZDQG:LOH\  
IRXQG D SRVLWLYH FRUUHODWLRQ EHWZHHQ WKH DWWLWXGH RI HPSOR\HHV WKH DWWLWXGH RI
FXVWRPHUVDQGHPSOR\HHDQGFXVWRPHUSHUFHSWLRQVRIVHUYLFHTXDOLW\$FFRUGLQJ
WR7D\ORU  ZDLWLQJIRUVHUYLFHLV³WKHWLPHIURPZKLFKDFXVWRPHULVUHDG\
WRUHFHLYHWKHVHUYLFHXQWLOWKHWLPHWKHVHUYLFHFRPPHQFHV´:DLWLQJWLPHLVRIWHQ
UHJDUGHG DV D ZDVWH RI WLPH /HFOHUF 6FKPLWW DQG 'XEH   DQG KDV EHHQ
GHVFULEHGE\UHVHDUFKHUVDVERULQJIUXVWUDWLQJDQGLUULWDWLQJ +XLDQG7VH
.DW]HWDO 1RQHWKHOHVVUHVHDUFKKDVVXJJHVWHGWKDWRYHUDOOYDOXHRIVHUYLFH
PD\ KHOS DOOHYLDWH WKH QHJDWLYH HPRWLRQV RI ZDLWLQJ .DW] HW DO  0DLVWHU
  )URP D SUDFWLWLRQHU¶V SHUVSHFWLYH ZDLWLQJ OLQHV FDQ EH GDPDJLQJ WR
EXVLQHVVHV DQG KDYH EHFRPH DQ LPSRUWDQW PDUNHWLQJ LVVXH (YHQ WKRXJK D
JURZLQJ QXPEHU RI FRPSDQLHV KDYH DWWHPSWHG WR PDQDJH FRQVXPHU ZDLWLQJ
H[SHULHQFHV WKURXJK YDULRXV VWUDWHJLHV HJ LQFUHDVH RI IURQWOLQH HPSOR\HHV
YLGHRGLVSOD\VZLWKQHZVXSGDWHVDVZDLWLQJWLPHILOOHURUSURYLGLQJZDLWLQJWLPH
JXDUDQWHHVWRWKHLUFXVWRPHUV  .XPDU.DOZDQLDQG'DGD FRQVXPHUZDLWV
UHPDLQ DQ XQUHVROYHG LVVXH &RQVHTXHQWO\ PRUH HIIRUWV QHHG WR EH PDGH WR
XQGHUVWDQG WKH ZDLWLQJ SURFHVV DQG WR UHGXFH WKH SRWHQWLDO QHJDWLYH LPSDFW RI
ZDLWV RQ FRQVXPHUV¶ HYDOXDWLRQV .RVWHFNL   )URP DQ DFDGHPLFLDQ¶V
YLHZSRLQWYDULRXVWKHRULHVKDYHEHHQXWLOL]HGWRH[SODLQZDLWLQJSKHQRPHQDDQG
KRZ ZDLWLQJ DIIHFWV FRQVXPHUV¶ HYDOXDWLRQV DQG VDWLVIDFWLRQ LQFOXGLQJ VRFLDO
MXVWLFH HJ /DUVRQ   DWWULEXWLRQ &KHEDW )LOLDWUDXOW *HOLQDV&KHEDW DQG
9DQLQVN\  7D\ORU   ILHOG WKHRU\ 'XEH5LRX[ 6FKPLWW DQG /HFOHUF
+XL7KDNRUDQG*LOO+RXVWRQ%HWWHQFRXUWDQG:HQJHU DQG
VRFLDOFRPSDULVRQWKHRULHV HJ=KRXDQG6RPDQ $PRQJWKHVHVWXGLHV
FRQVXPHUV¶ DIIHFWLYH UHVSRQVHV WR ZDLWLQJ DQG VHUYLFH HYDOXDWLRQV KDYH EHHQ
IUHTXHQWO\H[DPLQHG HJ'XEH5LRX[HWDO+RXVWRQHWDO+XLDQG
7VH7D\ORU.DW]/DUVRQDQG/DUVRQ3UX\QDQG6PLGWV 
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6DPSOLQJDQG'DWD
7KHVWXG\ZDVFRQGXFWHGZLWKLQWKH'KDNDPHWURSROLWDQDUHDRI%DQJODGHVK7KLV
UHVHDUFK ZDV SDUW RI D FXVWRPHU VDWLVIDFWLRQ VXUYH\ RI UHWDLO VKRSV 7R FRYHU D
YDULHW\RIUHWDLOILUPVDTXRWDRIVKRSSHUVIURPHDFKRIIRXUGLIIHUHQWUHWDLO
VWRUH W\SHV ZDV VHW 7KH WKUHH GLIIHUHQW W\SHV RI VWRUHV ZHUH   6WRUHV OLNH
$*25$ 1DQGRQ HWF   6WRUHV OLNH 5DKLPDIURR] 'LVWULEXWLRQ FHQWUH DQG  
6WRUHVOLNH$DURQJ7KHILQDOVDPSOHKDGXVHUVRIVWRUHVOLNH$JRUDXVHUVRI
VWRUHVOLNH$DURQJDQGXVHUVRIVWRUHVOLNH5DKLPDIURR]'LVWULEXWLRQFHQWUH
$OOWKHSURFHVVHVWKDWWKHLQWHUYLHZUHIHUUHGWRRFFXUUHGZLWKLQZHHNVEHIRUHWKH
LQWHUYLHZ7KHDYHUDJHLQWHUYLHZOHQJWKZDVPLQXWHVJURXSV PHPEHUV
JURXS  RI %5$& 8QLYHUVLW\ %XVLQHVV 6FKRRO VWXGHQWV ZHUH HQJDJHG IRU GDWD
FROOHFWLRQ7KH\ZHUHSURSHUO\EULHIHGDERXWWKHREMHFWLYHRIWKHVWXG\DQGWKH
TXHVWLRQQDLUH 7KH\ ZHUH WUDLQHG WR FROOHFW XQELDVHG DQG PHDQLQJIXO GDWD
3HUPLVVLRQ OHWWHUV ZHUH IRUZDUGHG WR WKH UHVSHFWLYH RUJDQL]DWLRQV WR SURYLGH
QHFHVVDU\KHOSDQGWRFRRSHUDWHZLWKWKHGDWDFROOHFWRUV8SRQUHFHLSWRIWKLVOLVW
WKH GDWD FROOHFWRUV XVHG UDQGRP VDPSOLQJ SURFHGXUH WR VHOHFW UHVSRQGHQWV DQG
DGPLQLVWHUWKHTXHVWLRQQDLUH

$VVXPSWLRQVRI6(5948$/&RQGLWLRQV
7KHUHVXOWVRIPDUNHWVXUYH\ZHUHDFFXUDWH&XVWRPHUV¶QHHGVFDQEHGRFXPHQWHG
DQGFDSWXUHGDQGWKH\UHPDLQVWDEOHGXULQJWKHZKROHUHVHDUFKSURFHVV7KHVWRUHV
KDYHQRWRQO\HQOLVWHGFXVWRPHUVOLVWZLWKPHPEHUVKLSFDUGEXW DOVR FXVWRPHUV
ZKRYLVLWWKHVWRUHVZLWKRXWDQ\PHPEHUVKLSFDUG%XWIRUWKLVUHVHDUFKUDQGRPO\
VHOHFWHGFXVWRPHUVZHUHVXUYH\HG7KHVHUYLFHFDWHJRULHVWKDWZHUHXVHGLQWKH
GHYHORSPHQWRI6(5948$/ DSSOLDQFHUHSDLUDQGPDLQWHQDQFHUHWDLOEDQNLQJ
ORQJGLVWDQFHWHOHSKRQHDQGFUHGLWFDUGV DUHYHU\GLIIHUHQWIURPJRRGVUHWDLOLQJ
,WPD\ZHOOEHWKDWFRQVXPHUVXVHGLIIHUHQWFULWHULDWRHYDOXDWHFRPSHWLQJJRRGV
UHWDLOHUVWKDQWKH\XVHWRHYDOXDWHUHWDLOHUVWKDWDUHSULPDULO\RUH[FOXVLYHO\VHUYLFH
ILUPV

7KH,QVWUXPHQWDWLRQ
7KHTXHVWLRQQDLUHGHVLJQSDUWLDOO\IROORZHGWKH6(5948$/ 3DUDVXUDPDQ 
LQVWUXPHQW )DFWRUV DUH 5HOLDELOLW\ $VVXUDQFH 7DQJLEOHV (PSDWK\ DQG
5HVSRQVLYHQHVV  E\ XVLQJ D SRLQW /LNHUW VFDOH ZLWK ³´ EHLQJ ³6WURQJO\
'LVDJUHH´ DQG ³´ EHLQJ ³6WURQJO\ $JUHH´ )RU HDFK GLPHQVLRQ DOO TXHVWLRQV
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PHDVXUHG WKH FXVWRPHU H[SHFWDWLRQV DQG SHUFHSWLRQV RI WKH UHWDLO ILUPV
0RGLILFDWLRQV WR WKH 6(5948$/ LQVWUXPHQW SUHVHQWHG E\ 3DUDVXUDPDQ HW DO
ZHUH PDGH SULRU WR WKH LPSOHPHQWDWLRQ RI RXU VXUYH\ $V VXJJHVWHG E\
3DUDVXUDPDQ=HLWKDPO %HUU\LWFDQEHDSSURSULDWHWRPRGLI\WKHLWHPVRIWKH
6(5948$/ LQVWUXPHQW WR PDNH WKH VXUYH\ PRUH UHOHYDQW WR WKH FRQWH[W RI D
SDUWLFXODU VHUYLFH HQYLURQPHQW 3DUDVXUDPDQ %HUU\ DQG =HLWKDPO RULJLQDOO\
VWDUWHGZLWKVHYHQGLPHQVLRQVEXWWKHVHZHUHODWHUFRPELQHGWRJHWKHUWRFUHDWHWKH
DERYH ILYH GLPHQVLRQV  'XH WR WKH VLPLODULWLHV EHWZHHQ IDFWRUV DQG FXVWRPHU
UHVSRQVHVDJDLQVWWKHILYHIDFWRUVWKHILYHIDFWRUVZHUHGRZQVL]HGWRRQO\WKUHH
IDFWRUV  7KLV LV DOORZDEOH GXH WR WKH RULJLQDO FRPELQHG IDFWRUV GRQH E\
3DUDVXDUPDQ %HUU\ DQG =HLWKDPO  :KLOH LW LV XVHIXO WR JHQHUDOL]H DERXW WKH
FKDUDFWHULVWLFV RI VHUYLFHV DQG VHUYLFH EXVLQHVVHV LW DSSHDUV WR EH HTXDOO\
LPSRUWDQWWRUHFRJQL]HWKDWGLIIHUHQFHVH[LVWDPRQJYDULRXVVHUYLFHVDQGDPRQJ
WKHILUPVWKDWPDUNHWWKHP
7KH WKUHH IDFWRUV WKDW ZHUH FRPELQHG WR SURYLGH EHWWHU DQDO\VLV ZHUH
H[SODLQHGEHORZ
6WDII±7KLVFRQWDLQVWKHGLPHQVLRQVRI5HVSRQVLYHQHVV$VVXUDQFHDQG(PSDWK\
7KHVWDIIGLPHQVLRQLVFRQFHUQHGZLWKFXVWRPHUVHUYLFHWKHZLOOLQJQHVVWRKHOS
DQGSURYLGHSURPSWVHUYLFHVWRFXVWRPHUVWKHNQRZOHGJHDQGFRXUWHV\RIVWDII
FDULQJDQGLQGLYLGXDODWWHQWLRQSURYLGHGWRWKHFXVWRPHUVDQGDSSHDUDQFHRIWKH
HPSOR\HHV5HVSRQVLYHQHVV$VVXUDQFHDQG(PSDWK\DUHFORVHO\UHODWHGDQGDUH
DOOPDLQO\FRQFHUQHGZLWKWKHDELOLW\WRSURYLGHFXVWRPHUVZLWKTXDOLW\VHUYLFH
KHOSDQGDWWHQWLRQWKHUHIRUHWKH\ZHUHFRPELQHGLQWRRQHFDWHJRU\DQGHQWLWOHG
6WDII
,QIUDVWUXFWXUH 7RROV DQG 7HFKQRORJLHV ± 7KLV DUHD LV FRQFHUQHG ZLWK WKH
GLPHQVLRQ RI 7DQJLEOHV  7DQJLEOHV UHIHU WR WKH 3K\VLFDO )DFLOLWLHV (TXLSPHQW
6RIWZDUHDQG7HFKQRORJLHV
4XHXH7LPH±7KLVIRFXVHVRQRQO\RQHGLPHQVLRQ5HOLDELOLW\7KLVGLPHQVLRQLV
FRQFHUQHGZLWKWKHDELOLW\RIWKHVHUYLFHSURYLGHUVWRSURYLGHUHOLDEOHGHSHQGDEOH
DQGDFFXUDWHVHUYLFHVWRLWVFXVWRPHUVZLWKLQDQDFFHSWDEOHWLPHIUDPH
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6(5948$/)DFWRUVDORQJZLWK'LPHQVLRQV
)DFWRU6WDII
'LPHQVLRQ7KHVWDII¶VUHDGLQHVVWROLVWHQWRFXVWRPHUV¶QHHGV
'LPHQVLRQ7KHZLOOLQJQHVVWRKHOSFXVWRPHUV
'LPHQVLRQ7KHVWDII¶VDELOLW\WRLQVWLOOFRQILGHQFHLQFXVWRPHUV¶SV\FKRORJ\
'LPHQVLRQ6WDII¶VNQRZOHGJHWRDQVZHUFXVWRPHUV¶TXHVWLRQV
'LPHQVLRQ6WDII¶VGHDOLQJZLWKFXVWRPHUVLQDFDULQJIDVKLRQ
'LPHQVLRQ*LYLQJSURPSWUHVSRQGWRFXVWRPHUV¶SUREOHPVDQGRUVXJJHVWLRQV
)DFWRU,QIUDVWUXFWXUHWRROV WHFKQRORJLHV
'LPHQVLRQ3URYLGLQJDIIHFWLYHLQIUDVWUXFWXUDOIDFLOLW\VHUYLFHV
'LPHQVLRQ9LVLELOLW\RIWKHVHUYLFHSURYLGHG
'LPHQVLRQ6WDIIPHPEHUVDUHGUHVVHGDSSURSULDWHO\IRUWKHLUSRVLWLRQ
'LPHQVLRQ3URSHUXWLOL]DWLRQRIWHFKQRORJLHV 6RIWZDUH
'LPHQVLRQ3UHVHQFHRIVWDWHRIWKHDUW7HFKQRORJLHV
'LPHQVLRQ(IILFLHQW6HUYLFHFDSDFLW\IDFLOLW\XWLOL]DWLRQ
)DFWRU4XHXH7LPH
'LPHQVLRQ6HUYLFHVSURYLGHGDWWLPHVOLVWHG
'LPHQVLRQ&RQYHQLHQFHWRSHUVRQDOVFKHGXOH
'LPHQVLRQ  $FWXDO ZDLWLQJ WLPH ZDV VDWLVIDFWRU\ FRPSDUHG WR WKH H[SHFWHG
WLPH

$QDO\VLV3ODQ
)RUWKHDQDO\VLVWKHH[SHFWDWLRQVFRUHZDVVXEWUDFWHGIURPWKHSHUFHSWLRQ 3( 
VFRUHIRUHDFKLWHPLQWKHGLPHQVLRQV7KHDYHUDJH6(5948$/VFRUHVIRUWKH
GLPHQVLRQVSHUWDLQLQJWRHDFKRIWKHIDFWRUVZHUHWRWDOHGDQGWKHQGLYLGHGE\WKH
QXPEHURIGLPHQVLRQVPDNLQJXSWKHIDFWRU7KHVFRUHVREWDLQHGIRUWKHIDFWRUV
UHSUHVHQWHGWKHRXWZHLJKHGPHDVXUHRIVHUYLFHTXDOLW\7KHZHLJKWHGVFRUHZDV
WKH DYHUDJH 6(5948$/ VFRUH PXOWLSOLHG E\ WKH LPSRUWDQFH ZHLJKW IRU HDFK
GLPHQVLRQ WRWDO  SRLQWV  $ WRWDO RI  SRLQWV ZHUH DOORFDWHG WR WKHVHV
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GLPHQVLRQVDVZHOODVWRUDQNWKHLULPSRUWDQFH7KHORZHUWKHZHLJKWHGVFRUHWKH
ORZHULVWKHSHUFHSWLRQOHYHOIRUWKHFXVWRPHUV7KLVVWXG\DLPVWRPLQLPL]HDQG
LPSURYHWKHSHUFHSWLRQJDSLQWKHUHFRPPHQGDWLRQV

9DOLGLW\DQG5HOLDELOLW\RIWKH6WXG\
7KH6(5948$/VWDQGVDORQHDVRQHRIWKHWUXO\H[FHOOHQWHPSLULFDOO\YDOLGDWHG
FRPSUHKHQVLYH DQG VWDQGDUGL]HG PHDVXUHPHQW WRROV IRU VHUYLFH TXDOLW\ $V D
PHDVXUHPHQWLQVWUXPHQWWKH6(5948$/RIIHUVDPHDVXUHRILQGLYLGXDOVXUYH\
ULVNVDQGDVVHWVDFURVVPXOWLSOHGLPHQVLRQVFDSWXULQJHQYLURQPHQWFXOWXUHDQG
FRPPXQLW\FRQWH[WV7KLVLQVWUXPHQWVHHPHGWREHLQWHUHVWLQJEHFDXVHLWRIIHUHGD
XVHIXO ZD\ WR LGHQWLI\ DQG PHDVXUH FXVWRPHU VDWLVIDFWLRQ LQGH[HV RU FULWHULRQV
9DOLGLW\ DQG UHOLDELOLW\ VWXGLHV RQ WKH 6(5948$/ KDYH UHSHDWHGO\ VKRZQ
DFFHSWDEOH SV\FKRPHWULF FKDUDFWHULVWLFV DV ERWK D UHVHDUFK PHDVXUH DQG DV D
GHYHORSLQJ PDQDJHPHQW SUDFWLFH WRRO EXW WKHUH KDV QRW EHHQ DQ HDV\ ZD\ IRU
SUDFWLWLRQHUVWRHYDOXDWHWKLVLQIRUPDWLRQ
7KHVXUYH\PHWKRGZDVZHOORUJDQL]HGDQGSURYLGHGEDVLFYDOLGLW\DQGUHOLDELOLW\
DVVXUDQFH DQG OLPLWDWLRQV RI WKH PHDVXUH 7KH DUWLILFLDOLW\ RI WKH VXUYH\ IRUPDW
SXWVDVWUDLQRQYDOLGLW\6LQFHSHRSOH VUHDOIHHOLQJVDUHKDUGWRJUDVSLQWHUPVRI
VXFKGLFKRWRPLHVDVDJUHHGLVDJUHHVXSSRUWRSSRVHOLNHGLVOLNHHWFWKHVH
DUH RQO\ DSSUR[LPDWH LQGLFDWRUV RI ZKDW ZH KDYH LQ PLQG ZKHQ ZH FUHDWH WKH
TXHVWLRQV 5HOLDELOLW\ RQ WKH RWKHU KDQG LV D FOHDUHU PDWWHU 6XUYH\ UHVHDUFK
SUHVHQWVDOOVXEMHFWVZLWKDVWDQGDUGL]HGVWLPXOXVDQGVRJRHVDORQJZD\WRZDUG
HOLPLQDWLQJXQUHOLDELOLW\LQWKHUHVHDUFKHU VREVHUYDWLRQV&DUHIXOZRUGLQJIRUPDW
FRQWHQWHWFFDQUHGXFHVLJQLILFDQWO\WKHVXEMHFW VRZQXQUHOLDELOLW\
7KH UHOLDELOLW\ RI WKH GDWD ZDV WHVWHG XVLQJ &URQEDFKV¶ $OSKD IRU HDFK
6(5948$/GLPHQVLRQ HDFK IDFWRUV HDFK GLPHQVLRQV 7KH DOSKDV IRU WKH 
GLPHQVLRQVYDULHGEHWZHHQDQGZLWKDQDYHUDJHYDOXHRIZKLFK
VXJJHVWVDVXFFHVVIXODGDSWDWLRQRIWKH6(5948$/DSSURDFK7KHYDOLGLW\ZDV
WHVWHGXVLQJWKHIDFHYDOLGLW\FRQFHSW7KHIDFHYDOLGLW\ZDVVXJJHVWHGE\H[SHUWV
ZLWKLQWKHUHWDLOVKRSV PDQDJHPHQWWHDP 
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)LQGLQJVRIWKH6WXG\
7KH UHVXOWV KDYH EHHQ FRPSDUHG IURP GLIIHUHQW DQJOHV DQG SHUVSHFWLYHV  7KH
UHVHDUFKDQGDQDO\VLVLQWKLVWKHVLVLVEDVHGRQJDSVLQWKH6(5948$/PRGHODQG
WKH VHUYLFH TXDOLW\ LV DVVHVVHG E\ FRXQWLQJ VFRUHV WKDW DUH JLYHQ E\ WKH
6(5948$/PRGHO7KHPHWKRGLVXVHGIRUDOOGLPHQVLRQVZLWKWKHSXUSRVHRI
PHDVXULQJGLIIHUHQWFXVWRPHUH[SHFWDWLRQVDQGSHUFHSWLRQV
6WDII)RUWKHGLPHQVLRQVXQGHUWKHFDWHJRU\RIVWDIIWKHSHUFHSWLRQOHYHOLVWKH
EHVWLQVWDII¶VDELOLW\WRDQVZHUWKDWPHDQVFRPSHWHQF\OHYHO UHTXLUHGVNLOOVDQG
NQRZOHGJHRIZRUNHUV LVJRRGHQRXJK%XWHPSOR\HHVVKRZQHJDWLYHDWWLWXGHWR
UHDGLO\DQVZHUWKHTXHULHVDOWKRXJKWKH\KDYHWKHFRPSHWHQF\OHYHO
,QIUDVWUXFWXUH WRROV  WHFKQRORJLHV ,QIUDVWUXFWXUDO IDFLOLW\ KDV WKH KLJKHVW
SHUFHSWLRQOHYHOZKLFKLPSOLHVWKDWWKHUHWDLOVWRUHVKDYHWKHLQIUDVWUXFWXUHVOLNH
EXLOGLQJIXUQLWXUHVSDFHLQWHUQHWHWFEXWWKHVWRUHVFDQQRWPDNHWKHVLWXDWLRQDQG
VHUYLFH SURSHUO\ YLVLEOH WR FXVWRPHUV ,Q VRPH VLWXDWLRQV RUJDQL]DWLRQV DUH QRW
FRPSHWHQWLQSURSHUXWLOL]DWLRQRIWKHWHFKQRORJLHVDQGKDYHOHVVHIILFLHQWVHUYLFH
FDSDFLW\IDFLOLW\XWLOL]DWLRQ
4XHXH7LPH7KHVHUYLFHVFKHGXOHLVFRQYHQLHQWEXWWKHUHWDLOVWRUHVVSHQWORQJ
WLPH LQ TXHXH IRU WKH FXVWRPHUV IRU ZKLFK FXVWRPHU¶V SHUFHSWLRQ DV ZHOO DV
VDWLVIDFWLRQOHYHOLVQRWJRRGUHJDUGLQJWKHZDLWLQJWLPH
,Q VXPPDU\ 7KH PHDQ ZHLJKWHG 6(5948$/ VFRUH UHVXOWV VKRZHG WKDW WKH
SHUFHSWLRQOHYHOZDVJRRGDWVWDII¶VNQRZOHGJHWRDQVZHULQIUDVWUXFWXUDOIDFLOLW\
DQGHPSOR\HH¶VDSSHDUDQFH3HUFHSWLRQJDSVQHHGHGWREHLPSURYHGRQUHDGLQHVV
WRUHVSRQGDQGZLOOLQJQHVVWRKHOSVWDIIDWWLWXGHDVZHOODVFXVWRPHUZDLWLQJWLPH
QHHGHGWREHPLQLPL]HG
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7DEOH0HDQ:HLJKWHG6(5948$/6FRUHIRU(DFK'LPHQVLRQV
'LPHQVLRQ


3HUFHSWLRQ
([SHFWDWLRQ

0HDQ:HLJKWHG
6(5948$/6FRUH

5HDGLQHVVWRUHVSRQG





ZLOOLQJQHVVWRKHOS





$ELOLW\WRLQVWLOOFRQILGHQFH





NQRZOHGJHWRDQVZHU





&DULQJ





3URPSWUHVSRQVH





,QIUDVWUXFWXUDOIDFLOLW\





9LVLELOLW\





'UHVVHGHPSOR\HHV





(6HUYLFH





7HFKQRORJLHV





&DSDFLW\XWLOL]DWLRQ





2QWLPH





&RQYHQLHQWVFKHGXOH





6DWLVIDFWRU\ZDLWLQJWLPH





7KH JUDSKLFDO UHSUHVHQWDWLRQ LQ 7DEOH  VKRZV PHDQ ZHLJKWHG 6(5948$/
6FRUHZKLFKZRUNHGDVDEHQFKPDUNLQPDNLQJGHFLVLRQV
)LJXUH0HDQ:HLJKWHG6(5948$/6FRUHIRU(DFK'LPHQVLRQ
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&XVWRPHUV¶UHTXLUHPHQWVZHLJKWVKDYHEHHQFDOFXODWHGE\WDNLQJPHDQZHLJKWV
DJDLQVW HDFK GLPHQVLRQ VHSDUDWHO\ &XVWRPHUV VKRZHG 7DEOH   D KLJK
UHTXLUHPHQWRQUHVSRQVHWLPHDQGKHOSLQJDWWLWXGHRIVHUYLFHSURYLGHUV7KH\WKLQN
WKDWVHUYLFHSURYLGHUV¶FDULQJDWWLWXGHPLQLPL]HVWKHLUSV\FKRORJLFDOSUHVVXUHRI
ZDLWLQJ5HDGLQHVVWRUHVSRQGLVWKHZLOOLQJQHVVRUSRVLWLYHDWWLWXGHRIHPSOR\HHV
WRDQVZHUWKHTXHULHVRIFXVWRPHUV3RVLWLYHDWWLWXGHRIWKHHPSOR\HHVFUHDWHVD
SRVLWLYH PLQGVHW WR WKH FXVWRPHUV XOWLPDWHO\ ZKLFK KDV LPSDFW RQ FXVWRPHU
VDWLVIDFWLRQ 7KH FXVWRPHUV GRQ¶W ZDQW WR ZDLW IRU XQSURGXFWLYH WLPH ZKLFK
PLQLPL]HV WKHLU OHYHO RI VDWLVIDFWLRQ EXW RWKHU SRVLWLYH EHKDYLRU DQG KHOSIXO
DWWLWXGHRIHPSOR\HHVOHVVHQVWKHVWUHVVRITXHXH
7DEOH:HLJKWV*LYHQWR&XVWRPHU5HTXLUHPHQWV
'LPHQVLRQ

0HDQ:HLJKWJLYHQE\FXVWRPHUV

5HDGLQHVVWRUHVSRQG



:LOOLQJQHVVWRKHOS



$ELOLW\WRLQVWLOOFRQILGHQFH



NQRZOHGJHWRDQVZHU



&DULQJ



3URPSWUHVSRQVH



,QIUDVWUXFWXUDOIDFLOLW\



9LVLELOLW\



'UHVVHGHPSOR\HHV



(6HUYLFH



7HFKQRORJLHV



&DSDFLW\XWLOL]DWLRQ



2QWLPH



&RQYHQLHQFHWRVFKHGXOH



6DWLVIDFWRU\ZDLWLQJWLPH



7RWDO



7KH RYHUDOO VDWLVIDFWLRQ OHYHO 7DEOH   VKRZHG WKDW QRZDGD\V UHWDLO ILUPV
LPSURYHG WKHLU LQIUDVWUXFWXUDO OD\RXW RU IDFLOLW\ VWUXFWXUH EHWWHU WKDQ SUHYLRXV
UHFRUGV1HZWRROVDQGWHFKQRORJLHVOLNHHVKRSSLQJKRPHGHOLYHU\PRUHRXWOHWV
DQGGHFRUDWHGVWRUHVDWWUDFWHGPRUHFXVWRPHUVWRWKHUHWDLOVWRUHVWKDQEHIRUHEXW

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\



QHFHVVDU\DQGSDUWLFXODULPSURYHPHQWVDUHUHTXLUHGDWFRPSHWHQF\OHYHORIVWDII
DQG EHWWHU PDQDJHPHQW FRQFHUQV ZHUH QHHGHG WR PLQLPL]H ZDLWLQJ WLPH 6WDII
WUDLQLQJWRLPSURYHWKHFRPSHWHQF\OHYHODQGTXHXHDQDO\VLVZLWKPDQDJHPHQW
FRQFHUQFDQLPSURYHWKHFXVWRPHUVDWLVIDFWLRQPRUH
7DEOH2YHUDOO6(5948$/6FRUH
)DFWRU
6WDII

2YHUDOO6(5948$/6FRUH


,QIUDVWUXFWXUH



4XHXH7LPH



)LJXUH2YHUDOO6(5948$/6FRUH

$FFRUGLQJ WR RXU DQDO\VHV RI WKH VHUYLFH JDSV RU SHUFHSWLRQ JDSV DLPLQJ WR
LPSURYH VHUYLFH TXDOLW\ WKH UHFRPPHQGDWLRQ VHFWLRQ RXWOLQHV VRPH ZD\V WR
LPSURYHSHUIRUPDQFHOHYHORQWKHVHGLPHQVLRQV

'LVFXVVLRQDQG5HFRPPHQGDWLRQV
,Q RUGHU WR LPSURYH WKH SHUFHLYHG TXDOLW\ RI WKH VWDII DWWLWXGH DQG TXHXH WLPH
PLQLPL]DWLRQZLWKLQWKHOD\RXWDQXPEHURIVWHSVQHHGWREHLPSOHPHQWHG:LWK
UHJDUGV WR WKH OD\RXW WKH FXUUHQW VHWXSV RI WKH OD\RXWV JLYH VXIILFLHQW QXPEHU RI
VHUYLFHIDFLOLW\FRXQWHUVZKLFKDUHQRWWRLQFUHDVHTXHXHWLPH2QWKHRWKHUKDQG
PRVWRIWKHFRXQWHUVUHPDLQFORVHGGXHWRODFNRIHPSOR\HHPRQLWRULQJV\VWHP,Q
RUGHU IRU EXVLQHVV SDWURQV WR EH DVVXUHG RI WKH FRPSHWHQF\ RI VWDII WKH\ PXVW
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GLVSOD\EDVLFNQRZOHGJHRIWKHVWDIIWKH\UHSUHVHQW7UDLQLQJVKRXOGEHFRQGXFWHGWR
D VWDQGDUG VR WKDW DQ\ HPSOR\HH FRXOG JLYH FXVWRPHUV JXLGDQFH IRU JHQHUDO
TXHVWLRQVVXFKDVWRZKLFKIORRURUVHFWLRQRIWKHVKRSVVSHFLILFSURGXFWVFRXOGEH
IRXQG 7KH\ VKRXOG DOVR NHHS DQ RSHQ DQG DSSURDFKDEOH FRXQWHU LQVWHDG RI
FRPPRQO\ OLQJHULQJ IXUWKHU LQ WKH EDFN RI WKH RIILFH &XVWRPHUV VKRXOG KDYH D
SOHDVDQWHQFRXQWHUHYHU\WLPHWKHVHUYLFHVRIWKHVWDIIDUHUHTXLUHGDQGVKRXOGOHDYH
ZLWKDIHHOLQJRIFRQILGHQFHWKDWWKH\KDYHEHHQDWWHQGHGWRVLQFHUHO\7KLVZLOORQO\
EHDFKLHYHGZKHQQRWRQO\VWDIIPHPEHUVKDYHWKHNQRZOHGJHUHTXLUHGWRDQVZHU
JHQHUDOTXHVWLRQVEXWDOVRKDYHWKHFRQVLGHUDWLRQWRH[SUHVVLWZLWKFRXUWHV\
&RQILGHQFHZRXOGEHJHQHUDWHGRQO\LIFRPSDQLHVDUHTXLFNWRVHUYH8QGXHGHOD\
LVDQLPSRUWDQWUHDVRQIRUORVLQJFRQILGHQFH&XVWRPHUVDUHPRVWDSSUHFLDWHGRQ
WKHSUHPLVHV(DFKHPSOR\HHIURPVXEVWDIIWR&KDLUPDQLQWKHFRPSDQ\FDQSOD\
DYLWDOUROHLQWKLVUHJDUG7KHFXVWRPHUVDWQRFRVWVKRXOGJREDFNXQDWWHQGHG7KH
VHQVHRIFDUHLVDYLWDOHOHPHQWLQDFKLHYLQJFXVWRPHUVDWLVIDFWLRQ$QXQDWWHQGHG
RUIUXVWUDWHGYLVLWFRXOGEULQJGLVFRUGDQGDIHHOLQJRIGLVJXVW7KHUHVKRXOGQRWEH
DQ\ GLVSOD\ RI FRPSODFHQF\ DQG ODFN RI VHQVLWLYLW\ LQ WKH HPSOR\HHV WRZDUG
FXVWRPHUV7KHFXVWRPHUVQHHGWREHVHUYHGSURPSWO\HIILFLHQWO\DQGHIIHFWLYHO\
4XHXHV DUH QRW OLQHDU ZLWK UHJDUG WR FKDQJHV LQ DUULYDO UDWHV RU VHUYLFH WLPHV
*HQHUDOO\ ZKHQ WKHUH LV YDULDELOLW\ LQ DUULYDOV RI FXVWRPHUV DQGRU LQ VHUYLFH
WLPHVWKHDYHUDJHOHQJWKRIWKHTXHXHDQGWKHDYHUDJHZDLWLQJWLPHERWKJURZ
H[SRQHQWLDOO\ ZKHQ WKH XWLOL]DWLRQ RI WKH VHUYHUV DSSURDFKHV IXOO XWLOL]DWLRQ
7KHUHIRUHVXFKTXHXLQJV\VWHPVVKRXOGQRWEHSODQQHGIRUIXOOXWLOL]DWLRQRIWKH
VHUYHUVEHFDXVHTXHXHVDQGZDLWLQJWLPHVEHFRPHYHU\ORQJ:HFDQDOVRORRNDW
WKH OHQJWK RI WKH TXHXH DQG WKH ZDLWLQJ WLPH  IURP D GLIIHUHQW SHUVSHFWLYH
'RXEOLQJWKHVHUYLFHFDSDFLW\RIDV\VWHPWKDWKDVORQJTXHXHVZLOOQRWFXWWKH
TXHXHVE\KDOIEXWUDWKHUDOPRVWHOLPLQDWHWKHP)RUH[DPSOHLIDVXSHUVKRSKDV
DVLQJOHFDVKFRXQWHUIRUFXVWRPHUVDQGWKHDYHUDJHZDLWLQJWLPHRIFXVWRPHUVIRU
FDVK SD\PHQW LV  PLQXWHV DQG WKH XWLOL]DWLRQ RI WKH UHFHLYLQJ SRLQW LV 
DGGLQJ D VHFRQG FRXQWHU RSHUDWLQJ LQ SDUDOOHO ZLOO DOPRVW HOLPLQDWH WKH ZDLWLQJ
WLPHV DQGQRWFXWWKHPLQKDOI EXWWKHXWLOL]DWLRQRIWKHFRXQWHUVZLOOGURSWR
 ,Q D SHULRG RI PDMRU FKDQJH LQ WKH EXVLQHVV HQYLURQPHQW HQKDQFLQJ
VDWLVIDFWLRQLVEHFRPLQJLQFUHDVLQJO\LPSRUWDQWEHFDXVHVDWLVIDFWLRQLVUHFRJQL]HG
DV D PHDVXUH RI TXDOLW\ .QRZOHGJH RI WKH XVH RI TXHXLQJ PRGHO WR GHWHUPLQH
V\VWHPSDUDPHWHUVLVRIYDOXHWRVHUYLFHSURYLGHUVZKRVHHNWRDWWUDFWNHHSDQG
SURYLGH TXDOLW\ VHUYLFH DQG SURGXFWV WR FXVWRPHUV LQ WKH HYHUFRPSHWLWLYH
³PDUNHWSODFH´

(DVW:HVW-RXUQDORI%XVLQHVVDQG6RFLDO6WXGLHV9RO-DQXDU\
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Globalization, Democracy and
English Studies
Syed Manzoorul Islam
University of Dhaka

1. Globalization has been seen by both its promoters and detractors primarily as
an expansion of global capital and money and commodity markets across national
and regional borders, driving both capitalized and capital poor economies towards
consumer-oriented production whose backward and forward linkages are
determined _ indeed manipulated _ by developed economies of the West. In the
process, traditional modes of production of weaker economies are neglected,
which, in the end, lose out to high value production processes and products
backed up by sophisticated technology and financial instruments. The deceptive
investment portfolios from the West, described rather quizzically as "footloose
capital," gain control of weaker economies and threaten to withdraw in the event
of a government taking measures to protect its domestic business. The promotion
of supply side and transnational economies has the ultimate goal of a market-led
integration of global society. As Jurgen Habermas points out, "a state enmeshed
in the transnational economic system would abandon its citizens to the legally
secured negative freedoms of global competition, while essentially confining itself
to providing, in business-like fashion, infrastructures that promote
entrepreneurial activity and make national economic conditions attractive from
the point of view of profitability" (78,79-80). Those opposed to globalization see
in the power of the runaway markets -- and the involvement of the United States
in World Trade Organization (WTO) negotiations with governments to pursue
1
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market-friendly policies _ the inevitability of the loss of autonomy of national
states, and an erosion of their decision-making abilities. Indeed globalization's
war cry now is "more market, less state interventions;" its aim is to see a free
market society along with a minimal state. In countries that are variously
described as third world, less developed or of weak economies, the World Bank,
the International Monetary Fund (IMF), and their less well-off but equally
high-handed cousin, the Asian Development Bank, work as allies of the forces of
hegemonic globalization.
The word hegemony brings us to a consideration of how globalization
impacts on a broad range of areas on a daily basis, such as migration and travel,
the media, information technology, education, culture and lifestyle, and cultural
economy. Education for example, is increasingly valued in a global context, to
the extent that individual states, either by force of necessity or by the lure of
finding a place in the global system, now pursue American models in their higher
education. Private universities in Bangladesh, for example, have a Fall semester
conducted during a season when leaves turn a bit brownish at best, but don't fall
en masse. Call it a name game, but it speaks volumes of the kind of US
educational hegemony we are witnessing around the globe. This errant example
apart, however, one has to recognize the dominance of US-led educational
enterprises in setting qualifying standards for English language proficiency
(TOEFL, for example), designing models of tertiary level curricula, making
available doctoral and post-doctoral studies and research opportunities, and even
authenticating style manuals for research for a global constituency. As in the
economic and technological aspects of globalization, this dominance is leading to
homogenization and marginalization _ homogenization of local educational
practices into a global model, and where local practices are resistant, their
marginalization and disempowerment. According to Arjun Appadurai,
"globalization involves the use of a variety of instruments of homogenization
(armaments, advertising technologies, language hegemonies, clothing styles and
the like) which are absorbed in local political and cultural economies" (303).
Appadurai, however, maintains that "globalization of culture is not the same as
its homogenization," (303) and offers to read globalization's complex interface
with local cultures in terms of a tension that releases different "scapes"_
ethnoscape, mediascape, etc _ that continuously add variety within and outside
national boundaries. It is difficult, however, to see such scapes interacting outside
of their usual binary constraints (for example, US vs. Bangladeshi mediascapes,
or, the first world vs. third world ethnoscapes where the first party of the binary is
always privileged).
2
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Appadurai's mention of language hegemony will be relevant to my
discussion of the state of English Studies in the post 9/11 world. But before going
into that, I'd like to look at a related issue that is providing globalization a new
momentum: the New World Order (NWO) and the various configurations of
power relations that it has put into place. An understanding of these
configurations will also help us locate the nexus between power and knowledge
that increasingly defines NWO and add to changes and transformations in
cultural and academic discourses including English Studies. In this paper, I'll
consider NWO in geo-political and economic terms, avoiding the conspiracy
theories such as the one put forward by Takis Fotopoulos who, in his essay,
"`Democracy` in the New World Order" maintains that the transnational elite _
the Illuminanti of the conspiracy theorists _ are trying to "implant western
models of democracy in vulnerable countries against resistance solely for their
own gain" (5). This elite group, he believes, has both power and control over the
instruments of international trade and capital, multinational corporations, digital
and information technology, various international organizations and even some
UN agencies. These are strongly supported by the military-industrial complexes
of stronger nations and blocks (G8, for example) and are constantly redefining
not only systems of governance e.g., democracy, but also economy, and the
market (e.g., unbridled consumerism) culture (the influx of western visual culture
and the dominance of western media) and education in countries that are now
under their sway. Fotopoulos believes that "the transnational elite does not
hesitate now to proceed to the next step: to rewrite History and, in the process, to
condemn (and tomorrow to penalize) every anti-systemic ideology." (5)
Ever since the term New World Order became a geopolitical reality after
the cessation of cold war and the rise of the US-centric unipolar world, it has also
become a part of US political rhetoric. Starting with the senior George Bush,
political leaders, political analysts and media pundits _ all have had their own
take on NWO that has ranged from idealism to opportunism to caution. What
has been commonly recognized though, is the unipolar nature of NWO, and,
along with it, new realities such as the birth of new nation states (after the
breakdown of the Soviet Republic and Yugoslavia); ethnic conflicts and the
emergence of new flashpoints in the world; the rise of religious fundamentalism
and, of course, the threat of what Habermas describes as "spontaneous border
crossings" (for example, security risks connected with sophisticated and large -scale
technologies, organized crime, arms trafficking etc.) (77). On the economic front,
footloose capital rushed to fill the void left by the expiring centrally planned
economies in the erstwhile Soviet Russia, and also sought newer grounds, such as
3
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China and India which promised ample return. Broadly speaking, some of
the issues that underpin any discussion of globalization and democracy today are:
the dominance of market philosophy and an ever increasing global capital flow
influencing a whole range of things _ from national economic decisions and
monetary policies to lifestyle; a proliferation of visual culture and the increasing
impact of the media, accelerated migration from Asia and Eastern Europe to
USA, UK and the European Union countries, and a mobile positioning of the
various diasporas, a local/global interface that has created grounds for newer
hybridization of culture and lifestyle, a reconfiguration of some older binaries
such as metropolis/periphery, north/south, accompanied by both a strengthening
of privileged parties of the binaries, as well as the phenomenon of striking back by
the disprivileged parties that also calls for resistance to globalization's
homogenizing logic.
Although the economic aspect of globalization and NWO has been much
commented upon there have also been strong misgivings amongst multiculturists
about their totalizing and homogenizing logic. George Bush's "Us vs. them"
stand after 9/11 seems to have put all ethnic, racial, class and cultural differences
into a largely US (and by association, Euro) ethnoracial mix which on the one
hand, would fuse all differences for a happy Americanism, and on the other,
create spurious multiulturism along paradigm maps charted by power agencies
(state cultural bodies, the media and academia). In a bid to give such fake
multiculturalism a politically correct stand, supporters of NWO began to call it
"globally local multiculturism" or "strategic multiculturism." Multiculturists
battling the demons of monoculturism consider this new multiculturism
oppressive and warn against the many faces such oppression can take. Indeed,
resistance against such oppression in the heyday of globalization is seen not just in
the so-called third world countries, but in the big powers' home territories as well.
This is amply demonstarted in massive, and often violent, protests every time the
WTO (which now appears to be the flagship of new international monetary and
trade order) meets, and, in more recent "Occupy Wall Street" and "Occupy
Everything" movements. Americans also had to lose or compromise on many of
their civil rights after Bush's war against terror took a decisive turn in the
aftermath of the US invasion of Iraq. The media, particularly newspapers and TV
channels pursuing the kind of embedded journalism CNN practiced during the
Iraq war, have been persuaded to play the patriotic card in reporting on the war,
and on terrorism in general. This is continuing even today, with little substantive
change during a supposedly more benign Obama administration.
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Resistance in cultural fields however, is less spectacular than in areas of
political activism; it is also, to some extent, uncertain. Such resistance has taken
the form of avoidance (of things that clash with local culture), revivalism (of
traditional cultural forms to counter cross-border "sub-cultural" production) or
restitution (an increasing interest in mother languages, local literatures and forms
of culture as a way of recovering the ground lost to dominant global literatures
and cultures). But the important thing is, such resistance continues even as
opposition from the establishment mounts.
The confrontation-resistance debate centering on globalization has spilled
into many areas, such as culture, where the fear of a strong visual culture
emanating from the west cannibalizing global diversity remains a persistent fear.
In English Studies, too, the confrontation-resistance dialectic has added new
dimensions to its already mutating landscape. But before I take a close look at the
landscape, it remains for me to cover the one remaining concept - democracy forming the discursive frame of the paper. Democracy, by the very definitional
parameters attached to it, is essentially pluralistic, liberal, non-coercive,
accountable and hence transparent, secular, and oriented towards public good.
Advocates of democracy such as Jermy Bentham (1748-1832) and James Mill
(1773-1836) considered liberal democracy "nothing but a logical requirement for
the governance of a society, freed from absolute power and tradition, in which
individuals have endless desires…" (Held: 25). However, for democracy to
function according to the ideals mentioned above, there are certain instrumental
requirements that every democratic polity agrees upon. Habermas sets out four
such instruments which he describes as "preconditions" for an "association of
citizens …… to regulate their coexistence democratically and to shape social
conditions by political means:"
an "effective political apparatus" through which to implement
binding decisions;"
"a clearly defined 'self' for 'political self-determination and self
transformation…."
A willing citizenry who "can be mobilized for participation in
political opinion-formation and will-formation oriented to the
common good," and
"an economic and social milieu" for a "dramatically
programmed administration" to organize itself and enhance its
legitimacy. (76)
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The reason I have picked up Habermas from among scores of commentators on
democracy is that he takes a cautionary view of the modern state's capacity to
sustain its three essential prerogatives _ its capacity for control, its legitimacy and
its organizational functions _ in the face of global capitalism. The four
preconditions that Habermas spells out for politics and society to coexist for an
effective realization of democratic prerogatives are constantly under threat from
forces of globalization. Such a situation problematizes the basic assumptions of
democracy and raises a number of questions: How free is an individual in
democracy? Do all citizens equally enjoy the broad cluster of rights a democratic
society offers? How much freedom does an economically backward democratic
country itself enjoy? Indeed, one may even posit that in many democracies, the
state itself is responsible for producing and maintaining inequalities of everyday
life. Democracy as a form of governance may be a logical choice, as Bentham and
Mill maintained, but whether it delivers its promises depends a great deal on how
it views itself, and what the dynamics are that provide its guiding force. Bentham
and Mill themselves excluded women and the labouring class from democratic
franchise, as did Jean Jacues Rousseau (1712-78), although in his case it was the
poor rather than the labouring class which got the axe. More recently, questions
have been raised about the agency of state institutions and even citizens
themselves in articulating and controlling outcomes towards public good: should
there be limits on the power of the demos to change and alter political
circumstance? Should the nature and scope of liberty of individuals and
minorities be left to democratic decision?"(Held: 179) Just as globalization is seen
to be creating new inequalities everywhere _ as it also empowers certain new
regions to emerge as subsidiary power blocks (Asia Pacific, for example)_
democracy is also seen to be skewed more towards the rich and the powerful in
formal governance and material and distributional matters (social justice, for
example) than the poor. This, in turn, consolidates the power of the elite, and
creates subsidiary power bases for a collective manipulation of policies and
programmes. And again, like the forces of globalization, democracy both unites
and divides the people by keeping them eternally within a conflictual mould. The
multi-party system of democracy _ considered one of its pillars _ is a formal
arrangement of such a conflictual ethics.
When a democracy _ particularly liberal democracy _ distributes its fruits
unevenly among the people, it exposes its various biases. A democratic polity has
a dominant male and class bias; it is aligned towards the market and capital, and,
of course, power. Even a country like India, considered the largest democracy in
the world, there are obvious linguistic and religious biases that no government has
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been able, or tried, to hide. In most democracies, there is often an intolerance of
free press and a desire to use force in silencing dissent. These biases usually dictate
governments' approach to social justice, education, culture and their policy
regarding gender and ethnicity.
2. I have briefly attended to the widely debated issues of globalization, and along
with the complex and contested notion of democracy in the hope that these will
form a conceptual and historical background against which a mapping of English
Studies can be done. Such an exercise will be both meaningful and practical since
the discipline of English studies now embraces an expanding number of
interrelated subjects, such as Cultural, Media and Communication Studies, all of
which relate closely to the changing landscapes of economy and culture _ both
local and global. As if the language-literature divide within English Studies were
not contentious enough, the introduction of this broad range of studies has
brought newer uncertainties about the continuation of literature studies _ as the
subject was known until even three decades ago. The questions that become
inevitable now are: will literature be displaced by a plethora of new disciplines that
have thrived after the introduction of theory, which itself has been necessitated by
a shift towards deconstruction and away from the essentialism that marked the
general mood of the intellectually rebellious 1960s and 1970s? Will English
Studies subsume other subjects as it continues to give pride of place to literature?
Will literature lead the way towards an expanding interdisciplinary study, broader
than English Studies, incorporating newly emerging fields of culture and society?
While there are no clear answers to these questions, some hints and clues can be
deciphered in reviewing the changing nature of English studies over the decades,
its embracing of cultural and media studies at a juncture of history which also saw
the rise of globalization, the end of the cold war era, and the beginning of global
transformation weakening nation states. It is important therefore to relate English
studies to the tensions, confrontations and fissures, as well as energies, and
dynamics that have characterized the global scene in the last four decades.
3. English Studies locates itself in this critical juncture as a ground where shocks
from global transformations can be absorbed and new configurations of our
experience can be articulated. It is also a ground that offers newer opportunities
of assimilation, adjustment, innovation and change in keeping with emerging
aspirations and needs. There was a time when English Studies was accused of
complicity with colonial forces in their efforts to intellectually subjugate the
colonized people. Such suspicion remained long after territorial decolonization
was achieved. One remembers Ngugi wa Thiong'o's strong stand against English
7

VO L

3,

2 0 1 2

and some European languages for destroying African linguistic traditions and his
branding of English departments in the universities of his native Kenya, as in
other decolonized countries, as colonial outposts. But there was also an equally
passionate defense of English from a whole range of writers and scholars
including Nirad C. Chaudhuri and Chinua Achebe. Negotiating these opposing
stands is a middle view, which considers English and English studies as what they
stand for, and the possibilities of communication and creative engagement they
offer. Even before the rise of the new generation of Indo-Anglican writers led by
Salman Rushdie who initiated a move for the Empire to write back to the Centre
which, according to Ashcroft, Griffiths and Tiffin, is "a process by which the
language, with its power, and the writing, with its signification of authority, has
been wrested far from the dominant European culture" (8), there were misgivings
about the politics of English language and its colonial association. It is generally
agreed that beginning in the 1960s, English was losing its institutional authority
and power. As Rivkin and Ryan put it, English could no longer "present itself as a
repository of good values or of appropriate style if those values were connected to
…Imperial violence" (852). However, they also maintain that, "Scholars began
to take note of the fact that many great works of English literature promoted
beliefs and assumptions regarding other geographic regions and ethnic groups"
(852). Indeed, reading English Literature postcolonially has enabled many to
discover in some classical writers and texts a pattern of questioning certain
colonial ideologies, institutions and power relations. Shakespeare's The Tempest is
one such example where he even critiques the colonial episteme. Such
postcolonial undertakings have opened up areas of intellectual debate, where
questions of identify, marginality, hybridity, representation, race, domination and
resistance _ the substance of post colonial theory, in short _ are discussed, and
from where the Empire is also continuously writing back to the Centre in the
very language of the Centre. Roberto Fernandez Retamar, a noted cultural activist
of post-revolutionary Cuba maintains, in one of his passionate essays, that the
Calibans the colonizers had left behind are now writing back to them in their
own language in what appears to be an ironic inversion of canonical overtures by
the colonizers. In an evocative passage of his essay, "Caliban: Notes towards a
Discussion of Culture in Our Americas" Retamar writes: "Prospero invaded the
islands, killed our ancestors, enslaved Caliban, and taught him his language to
make himself understood. What else can Caliban do but use that same language _
today he has no other _ to curse him, to wish that the 'red plague' would fall on
him?" (24). But Caliban's cursing today can take many shapes _ it has indeed
created a space for protest literatures of various kinds, but also a whole literature
industry based on other Englishes. As other Englishes come to prominence in
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different parts of the world, English as the language of the colonialists has to
undergo profound changes, divesting itself of a large part of its colonial cultural
luggage. English is also the language for many Asian and African diasporic writers
which they use to articulate their experience of displacement, marginalization and
their in-betweenness, although they have to deal with _ and often use to their
advantage _ the general perception of foreignness of their English. Thus English
Studies today is a location for transnational and transcultural dialogue, and is
assuming an essentially multicultural and multiethnic character. Bob Pope in The
English Studies Book lists a number of developments showing the difference
between, what he calls 'traditional' and 'progressive' uses of the language. A few
of the differences he mentions are:
'Traditional'

'Progressive'

English for employment
Promotion of single standard language
Emphasis on writing
Canon of 'great works'
Single dominant cultural

English for 'life'
Recognition of varieties
Emphasis on speech
Open or no canon
Multicultural differences (31).

In the 1960s English literature was still concerned primarily with canonical texts,
and the dominant ideology it pursued was monocultural and Eurocentric,
although it did have a radical vision influenced by leftist views of the time, and a
Sartrean commitment to freedom. But soon, 'progressive' notions of literary
studies began to replace older paradigms, due largely to the "'cannon debates' and
'culture wars'" (Pope 15), of 1970s and beyond, pressure from the market (which
enlarged the English language teaching front) and the politics of English language
which involved recasting of the Englishness of English studies "by economic,
political, military and cultural deference to the United States" (Sinfield: 225).
Another powerful agent of change was theory, and Alan Sinfield tells us how, as
theory ruled, "Many prized texts, inspected in the earnest light of multiculturism,
feminism and gay liberation appeared racist, misogynist and homophobic.
Furthermore, many texts were suddenly perceived as embedded in an essentialist,
redemptionist vision, in which 'man' figured as a central but fixed entity" (xviixviii). The essentially deconstructive bent of theory was instrumental in
encouraging a poststructuralist and, eventually, postmodern engagement with
texts _ both within and outside the canon. This also led to an interface between
literature and culture that multiculturists particularly welcomed. Although
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supporters of the great canonical tradition still remain (Harold Bloom is a case in
point), the general shift is noticeably towards an interdisciplinary approach
within English studies. As Brian Doyle wrote in English and Englishness in 1989,
"The study of English will…provide a creative base for active experiments with
cultural production (verbal, visual and aural) which enhance, improve and
diversify rather than narrow and homogenize our cultural life"(142).
My own experience of teaching, and designing syllabus for a number of public
and private universities tells me that English Studies, without losing its central
focus _ which is English literature and language _ is slowly but surely moving
towards cultural and media studies, theory and post-theory _ in the sense of
theory in practice. The English department of Dhaka University introduced
theory in the late 1980s and postmodern literature only about ten years ago. Brac
University, where I have taught postmodern American, Latin American and
French literature (in translation) courses at the Masters level, also offers courses
on Visual Culture, World Englishes and Feminism. Undergraduate students there
have a choice between literature, culture and media studies and linguistics. But
despite the variety and wide range of courses at Brac University, and to some
extent in Dhaka University, classics haven't yet lost out to texts that one or the
other contemporary theory prefers or which have a contemporary appeal.
Whether this preference for classics remains in the future depends on a number of
factors: how other universities here and abroad fare in their curriculum design;
how the marketplace values the current courses; or the state of intellectual and
creative impulses that shape our choices and our priorities.
4. It now remains for me to discuss the importance English language studies and
linguistics have assumed in the last few decades. When the department of English
of Dhaka University was launched in 1921, it was customary to see literature and
language as complementary and mutually supportive branches of the same
discipline. It was generally agreed that learning literature was only meaningful
when one had a grasp of language, and, similarly, learning language was only
meaningful when one had a grasp of literature. The interdependence of literature
and language was seen necessary for a balanced learning and teaching programme,
but in reality, literature remained the dominant subject, with language playing a
supportive role. It was only in the mid-1980s that Linguistics was introduced as a
separate subject with ELT forming an important part. The progress of ELT in
particular and Linguistics in general since then has been phenomenal, although
English Literature has shown a decline. In Dhaka University, students can opt for
literature or linguistics at the 4th year of undergraduate studies, and most go for
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linguistics _ that is, ELT. And after the private university boom began in the
1990s, which saw a preference for market-savvy subjects such as business and
computer rather than a liberal education framework, English language also
became a must-read subject. All private universities have English language as part
of their undergraduate curriculum, but few offer literature courses. And literature
courses, to be 'viable,' have been geared toward the market which means
introducing a mix of subjects, including linguistics and business English, and
excluding authors presumed to be 'difficult' or 'uninteresting.' Such loadshedding has seen the end of many canonical authors such as Spenser, Milton and
Byron in private university curriculum, but in public universities too, they now
exist in much truncated form. And with the introduction of semester system,
which deals with literature in piecemeal fashion (four to five texts by four to five
authors, or in rare cases, such as Shakespeare, four to five texts by one author),
public universities might replicate private university philosophy, although without
the danger of English literature being altogether taken off the academic packages
they offer. The existing strength of English literature programmes, and an
increasing demand for raising the number of seats in all the departments of all
public universities will probably stave off such a move.
5. ELT, and, along with it, linguistics, will see further expansion as a huge market
exists for it which is expanding phenomenally around the globe. A recent study
points out to the emergence of new geolinguistic regions, in addition to the
existic ones, where English enjoys the status of a privileged media and cultural
language. The homogeneity in terms of English language use is bound to expand
rather phenomenally, the study maintains, expanding the size of the English
language market. (Sinclair, Jacka, Cunninghman, 1996). Besides USA, Great
Britain, Canada, and Australia, India is an expanding geolinguistic region where
English is a strong second language, while China and Japan are fast becoming
major markets for English language. Besides, economies of scale and scope will
always create newer demands, and some of these are already being met even in
Bangladesh: a private university has started offering undergraduate degree in
Business English (which also contains a course on Hospitality English), and
courses on Call Centre English are being offered by many private language
training centers. ELT enjoys hefty support from the British Council _ which itself
offers "English for Life" courses that are, by Bangladeshi standard, quite
expensive. The British Overseas Development Agency, DFID, has also come up
with a well funded programme to promote ELT and the "English for Life"
concept in Bangladesh. I am sure ELT curriculum and teaching methodology will
undergo significant changes in keeping with emerging demands. But so far, the
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standard in both cases appear to have set by British and American Universities,
and if there have been changes in the last few years, these have been mediated or
supported by the British Council. ELT and linguistics curricula and teaching
methodology will need some fundamental changes in view of the educational,
and more particularly English language teaching realities, of Bangladesh, some of
which the discipline will also share with literature. The English language
proficiency of the entry level students in pubic universities is generally poor to
dismal. My own assessment over the last few years is that as many as 8 out of 1012 students I meet in my first year tutorials cannot write a paragraph without one
or more mistakes in every sentence. Most of them cannot carry out a meaningful
conversation in English, let alone give their opinions on an issue. They improve
somewhat over the years, but not significantly. What, may I ask, is the use of
teaching them discourse analysis when they cannot even come up with an
elementary discourse in the language, even on a perfectly ordinary matter? Or,
what, for that matter, is the use of teaching them Shakespeare, when most of his
plays have to be understood via Cliff notes or Indian bazaar notes? But since ELT
is basically about teaching (and learning English), the burden falls on ELT
practitioners to come up with some research (not following American or British
models, but those set by our own researchers based on ground realities here) to
find out where the problems lie, and once these have been identified, to design a
new curriculum effectively addressing them. In my opinion, we need to
concentrate on writing _ composition _ reading and speaking. Reading books
from beginning to end _ not scanning and skimming should be taught patiently
and over time. I believe scanning and skimming are meant for societies having an
advanced reading culture, but not certainly for one like ours which is increasingly
shying away from reading. And, above all, something should be done to avoid
encouraging rote learning. Also, contact with students' own mother language _
overwhelmingly Bangla here but also others that exist _ should be encouraged.
One good thing that has happened in English Studies over the last few years has
been a re-evaluation of local languages in terms of their ability to develop
linguistic and cultural instincts of the users which they can transfer to a secong
language situation and learn that language more effectively. I hope that English
departments here take up the challenge. Some years ago, I read Mary Louise
Pratt's "Linguistic Utopias," where she describes the attempt by Black English
Vernacular to create "a speech community along…utopian lines," and by "some
early feminist work in linguistics" seeking to "lay out an entity called 'women's
language.'" And, after describing the work of critical linguists such as Roger
Fowler as "extraordinarily empowering," Pratt writes that such work "indeed does
challenge the normative force of standard grammar, insisting on heterogeneity, on
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the existence and legitimacy of lifeways other than those of dominant groups"
(56). I believe such work can be done here too, and in keeping with local
sensibilities and realities. ELT has a huge potential, but to fully develop that the
English departments here have to reorganize priorities and develop an application
based-methodology.
The same also applies to English literature studies. When theory was
introduced in the curriculum, it did help in the interpretation of literary texts,
and expanded the boundaries of literature across cultures. But now that the days
of high theory are over, more application-based theoretical approaches should be
developed. Students have easily related to postcolonialism, feminism and
postmodernism because there is an empirical ground that the students can locate
from their own experience. Similarly, the need to include media studies and some
emerging areas such as visual culture and communication may be adjusted
without sacrificing too much of the canon. I for one do not want to see classics
giving way to video texts, no matter what the imperatives of visual culture are.
Video texts, if and when they become part of English Studies syllabus, may exist
side by side with classics. There is no harm in that. And finally, literature courses
should reintroduce the accent on composition that characterized the syllabus in
the early years of the English department of Dhaka University.
6. As English Studies adjusts to the needs of the changing times, there may be
criticism of its openness to everything. As Peter Widdowson once ruefully
remarked, "Clearly the proper study of literature is _ everything else" (Coyle et al,
1228), too much openness would rid the discipline of its focus _ its proper study.
It is important to realize that the structure of English has always been open, and
as Derrida maintains, "always already in process" (quoted by Pope 26). There will
be border crossings _ and border disputes (e.g. should visual culture be considered
an English studies subject?), but in the end, changes and adjustments have to be
made without fundamentally disturbing the discipline's central focus if it has to
be a prominent discourse of our time, exploring and giving voice to a whole range
of human experience.
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Confiscated Narratives:The
Classico-Postmodernist
Imperialism of Our Time
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Abstract
From the classical maxim that "empires are forged by war" to the notion of "hybrid wars",
"aestheticization of war," exploitation of nation states, corporatization and commodification,
imperialist powers with globalizing missions and mission civilisatrice have always resorted to
means that the expansion of capital has sought. Though Hardt and Negri contend that
"Empire", their terminology for global imperialism/capitalism, is a phantasmal, autonomous
network of power where global flows of people, information, and wealth can hardly be
monitored or controlled from a single metropolitan center, the reality is that the discourse and
politics of neoliberal hegemony, coupled with unique exercise of power, allow the United
States and its cohorts (a few powerful countries and multinational corporations) to dominate
"Empire." This paper outlines the nature and modus operandi of this recent classicopostmodernist imperialist power project, one that combines tradition with novelty in its logic
of rule, and argues that the "unholy trinity" of capital, US led imperialism and manipulated
globalization has reached a climactic, volatile stage since the system it has created is
undermining humanitarian values and justice. This paper also argues for a new collective
mode of counter-hegemonic thinking needed to counter the kind of injustice and inhumanity
spawned by late capitalism. Such resistance, the paper proposes, could be attempted through
measures such as reawakening of humanitarian standards, "reinvent(ing) civil disobedience",
globalizing labour movements and strengthening the structures of nation-states.

I
As theoretical overtures, TV debates, discussions, talks and conferences proliferate
over issues of how the world order has substantially changed over the centuries
and what the new world order is and will be like in coming decades, and as the
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elements, forces and powers of the world order continue to be named and
renamed, the most obvious problems that persist and intensify humanitarian
crises are often bypassed for less important concerns in discussions and summits
of transnational bodies created with an aim to maintaining global peace and
balance. Some of the most persistent problems of our world include the everwidening gap between rich and poor, denial of human rights in many regions,
atrocities committed in military and democratic-pseudo regimes backed by
world's neo-imperial powers, deaths of innocent people in the Middle East and
other parts of the world, and so on. More and more people are becoming
unemployed. They have less access to basic human needs, or go to sleep on the
streets of this metropolis, only able to cast a last, long-lasting blank look at a TV
program visible through the transparent glass of a Sony showroom.
The roots to the above and many other instances of inopportune issues
and phenomena is a new world order regulated by capital, imperialism and
globalization _ three "different but interlinked forms and forces of exploitation
and oppression in the world today" (Hussain 9). As European imperialist
countries were responsible for oppressing and exploiting peoples from different
parts of the world in different eras of history, many critics attribute the
responsibility of today's instances of exploitation and injustice on a global scale
to the USA and its supporters. Since the emergence of USA as a global power in
the early years of the 20th century to the country's present heyday of power,
USA has always acted shrewdly, even violently at times, to secure and also further
strengthen its economical and political power. Thus, though the USA has taken
judicious steps in many spheres, the country has also been accused of causing
violence in different parts of the world for its own, self-centered interests. Even
the very recent incidents of the Arab Spring that shook most Muslim countries
in Asia and Africa are said to have been orchestrated by the US and its allies for
regime change in those countries. It is thus important to discuss the ideas and
works by critics like David Harvey, Arundhati Roy, Christian Salmon etc. who
have attempted not only to discuss imperialism and its evils but also to analyze
America's unilateral interests as the causes of various problems of our world
today.
Globalization seems to have licensed an ever-increasing flow of money,
products, technology and people across borders, and this fact poses a challenge to
most nation-states as they try to monitor or control this flow. According to Hardt
and Negri's Empire, "the sovereign power that governs the world" or "regulates
these global exchanges" is "Empire" _ which, they maintain, is the "new global
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form of sovereignty…composed of a series of national and supranational
organisms united under a single logic of rule" (xii). Hardt and Negri differentiate
Empire from "imperialism" based on the fact that unlike imperialism, "Empire
establishes no territorial center of power and does not rely on fixed boundaries or
barriers" (xii). This Empire modifies the uncomplicated, spatial divisions of the
three worlds by negating the rule of just one particular nation over the whole
world, consolidating its own juridical, constitutional power, reducing the scope of
ethics to its own usage, fighting "just wars" (10) around the globe, tending to
encompass all time and history "within its ethical foundation" (11) and
attempting to perpetuate its existence by suspending history.
All these aspects that form Hardt and Negri's Empire could, in most cases,
be viewed as US imperialism's new order, a reconceptualization of the country's
capitalist missions with its ever-changing politico-cultural global reach. The
pattern of imperial rule has gone through so many stages of development and
adjustment in relation to the changing history of the world (not to forget that
imperialism, on the other hand, is largely responsible for changing the history of
the world) that it has so far been called by many names, major and minor,
starting from classical European empires that divided the world among
themselves to Hardt and Negri's recent application of the upper-case term
"Empire", a phenomenon of the postmodern period. Even though Hardt and
Negri define Empire as a deterritorialized nexus of power, the fact that the US
occupies the hot seat in it and dictates it is noteworthy when we consider that the
country wields immense diplomatic and muscle power. The country has so far
been instrumental in dominating global cultural, political and economical
landscapes in recent times, with the help of its European allies, IMF, WTO and
some corporate elites. The US as an imperialist power has both similarities with
and differences from old European imperialist powers and operates through
coercive strategies, manufactured consent, liquidation and cooperation. American
power started to gain momentum in the aftermath of World War I, and since
then the country has always found new ways of creating avenues for global
supremacy and has opted to be pre-emptive to thwart potential challenges against
its global domination. The classico-postmodernist tendencies of US imperialism
today combine old strategies of rule such as coercion, invasion, mercantilism etc.
motivated by ideas of "gold, god and glory" with an array of new strategies that
leave its adversaries perplexed and guessing _ strategies such as propagandas,
spying, launching "holy" wars and creating and telling unique stories to justify
and preserve its imperial missions.
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Thus, the idea of today's imperialism that largely serves the unilateral
interests of the US could be termed either as Empire, US empire or US
imperialism. All these terms refer to the country's apparently imperial traits, its
penchant for direct control over some countries through military bases, or its
adaptation of a strategy combining coercion and consent, all of which is for
capital accumulation. Ellen Meiksins Wood suggests that "one of the most
important characteristics of capitalism is that the economic hegemony of capital
can extend far beyond the limits of direct political domination". This
characteristic, he contends, is true both in cases of relations between capital and
labour and between imperial and subordinate states (128). And, the US, whose
economic control of the globe exceeds its political control, surely excels in what it
takes to be the major hegemon in today's capitalist world: "Money, productive
capacity, and military might are the three legs upon which hegemony stands
under capitalism" (Harvey 41). A sign of the US's military supremacy over the
rest of the world is its military bases in about 150 countries of the world.
Remaining as legacy of its engagements in warfare in the past and established in
the name of peace-keeping missions, these panoptic bases actually help to secure
markets, exert unhindered export of natural resources to the US and watch over
signs of any potential threat to the country's elevated sense of security. Quoting
from Richard Butler's Op-Ed piece in the New York Times (January 18, 2002),
John Bellamy Foster notes how the war in Afghanistan helped the Californian oil
company Unocal build a pipeline across Afghanistan and Pakistan. He observes
that "…without a strong US military presence in the region, through the
establishment of bases as a result of the war, the construction of such a pipeline
would almost certainly have proven impracticable" (64). Ironically, although
understandable since it is a part of its attempt to secure the political and capitalist
interests, such bases around the world have apparently been used by the US to
spark and then nurture sectarian violence in different countries and to maintain
an aggressive posture for the US so that it can launch attacks on different regions
of the world to further its varied interests.
One of America's major sources of strength is that it is perceived to be the
leader of the capitalist countries of the world. Even though capitalism has always
adjusted itself to the contemporary order, the fact that capitalism depreciates
labour, impoverishes people, maximizes profit and exploits nation state has always
remained ingrained in its operative schema. Although the nature of capitalism has
not changed much over the centuries, the question that needs to be asked now is
where capitalism is poised now, and what the coordinates and characteristics of
capitalism are in the new millennium. Lenin in his Imperialism, the Highest Stage
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of Capitalism (1916) indicated that capitalism had in his time evolved into a
higher stage through its transition from free competition to monopoly. He
declared, "…imperialism is the monopoly stage of capitalism" (105). To him
capitalism and imperialism have become inseparable as they have joined hands to
create monopolies that divide the world among themselves and regulate economic
life. Lenin's idea of capitalism is still very much relevant today although the main
control of global politics, resources and markets has shifted by now from Great
Britain to the US. In his book The Wor(l)d in Question, Azfar Hussain repeatedly
uses the term "late monopoly capital" (13) to recognize the endless complexity
and flexibility he detects in the nature of capitalism today. Hussain borrows his
term from Ernest Mendel's idea of "late capitalism" though Hussain appears
repetitive in his attempts to tag the word "late" to capital's contemporary stage.
The "lateness" he attaches to capitalism echoes Lenin's idea of monopoly capital
though Hussain thinks that capital's capability to monopolize in recent times is
unprecedented. However, Ray Kiely feels that Lenin's characterization of
imperialism as the highest stage of capitalism is somewhat 'unconvincing' because
capital in Lenin's time actually flowed between imperialist countries whereas
"there was actually limited capital accumulation in the colonies" (59). This
assertion actually reveals a futuristic Lenin whose insight is more tenable now
than when it was formulated. The world today has indeed been witnessing an
uncontrollable flow of capital crisscrossing virtually the whole globe. In today's'globalized' economy, the influence of capital is so diffuse that it can take every
possible direction, even though the global market is yet far from being integrated.
Apart from the changes capitalism has brought to the nature of power or
domination, US imperialism's distinctive nature lies in the lessons it has learned
from history in promoting itself from a colony to an imperial power. With the
final phase of decolonization in the wake of World War II, when there was rapid
disintegration of the European empires, mostly in Africa and Asia, it soon became
clear to analysts that the era of uncomplicated, direct conquest of a country and
subjugation of its populace by setting up a colony was over. What was clear was
that only a complex, capitalist exercise of power backed by support maneuvered
from different powerful countries and supranational bodies and organisms could
be sustained in the long run.
The way the US operates its imperial missions, or has so far operated them
in the Middle East, is noteworthy. The mix of a complicated version of the old
"divide and rule" policy, and the so-called "war on terror"_ this is how the US
operates now. There have been attempts to divide the populations of the Middle
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East and Central Asia according to their ethnic, religious, sectarian, national, and
political differentiations. Conflicts between Kurds and Arabs in Iraq and Shiite
and Sunni Muslims throughout the Middle East are assumed to have been
aggravated by the US and its allies. Besides, the war between Iran and Iraq, the
Gulf War, "wars on terror"- all these suggest a common recipe: make an autocrat,
have him knock down the other(s), and then remove the very despot himself
when a regime change is imperative. This formula has been effective not only in
securing the oil market for the US but also in maintaining political control over
the Middle East while strengthening US military might in this region, through
creation of new bases. John Bellamy Foster observes:
"In 1990, prior to the Gulf War, the United States had no bases
in South Asia and only 10 percent as many in the Middle East/
Africa as in 1947…The appearance of new bases in the Middle
East, South Asia, and Latin America and Plan Colombia therefore
can be seen as a reassertion of direct US military and imperial
power in areas where this had to some extent eroded." (62-63)

II
In addition to its unprecedented concentration of military and muscle power, US
imperialism backs itself through its capacity for creating and telling stories narratives that earn it support from transnational bodies and ex-imperial
countries, keep a whole host of powerful countries in or out of its business, and
attempt to silence voices of resistance at home and abroad. Through a
synchronization of fiction with reality, US forces of power, which includes the
Oval Office, Department of State, international proponents of the US cause and
the corporate elites, manufacture stories to frame reality and expand its political
and economic influence.
In his intriguing book Storytelling: Bewitching the Modern Mind, Christian
Salmon thus discusses how technocapitalist US imperialism has adopted strategies
of power to such an extent that the modern mind has been immersed in an
illusory universe that maneuvers perceptions, frames feelings, behavior and ideas,
and "…tacks artificial narratives on to reality" (10). Salmon opens his book by
describing a video game used to train American troops fighting in Iraq. This game
was developed by the Institute for Creative Technologies founded by the
Pentagon in 1999. This research center at the University of Southern California
makes use of Hollywood's creativity in creating stories to augment Pentagon's
training methods. This novel role of stories in smartening up war tactics reflect
20

VO L

3,

2 0 1 2

the fact that, as Salmon puts it, "The empire has confiscated narrative" (12). The
US's use of extraordinary narratives ranges from domestic election campaigns to
creating new political realities, creating fake terrorists and launching wars on
countries labeled as "failed states" by US master storytellers.
From Agamemnon to Bush of America, the classical formula that "Empires
are forged by war" (Troy, the movie) has not lost much of its application; it is only
the tactics, modus operandi and methods of launching wars that have had to be so
fine-tuned in successive imperial eras. In the post Cold-war age, the nature of
modern warfare has evolved innovatively. It has now earned brand names such as
'hybrid war', 'postmodern war', 'aesthetic war' etc for itself. In his book Conflict
in the 21st Century: The Rise of Hybrid Wars, Frank Hoffman reviews the
background and the changing temperament of warfare in our time. He uses the
term "hybrid wars" to redefine modern day wars that incorporate different modes
of warfare that include conventional and unconventional capabilities, tactics,
propaganda activities, indiscriminate violence, coercion etc. The wars the US
launched in the last few decades have employed combinations of different types
of warfare that were unprecedented, and in effect, have been continuously
evolving. Battlefields and the actual site of warfare have now been relocated and
are in cyberspace, international forums and the media. These virtual wars are
being fought in a new hybrid environment where along with old weapons,
"…data, systems for decoding information, and storylines whose ultimate goal is
not so much the annihilation of the enemy as the mythical construction of the
enemy" have been employed to a great extent (Salmon 121). The US fights these
postmodernist "hybrid wars" all over the globe. Hardt and Negri observes that
"Empire is formed not on the basis of force itself but on the basis of the capacity
to present force as being in the service of right and peace" (15). Wars are thus
"aestheticized" by the US on a regular basis through a whole host of propaganda
activities and advertising that go on prior to and during a war. Even some postwar justifications are smartly drawn into the act through supposedly
humanitarian initiatives such as healthcare, rehabilitation etc. carried out on a
small scale on a war- evacuated landscape.
The US led 'wars on terror' of recent decades surely exemplify all the
above-mentioned brands of war, and a discussion on US motives behind Iraq war
would illuminate why all these identical wars are fought in the first place. The
actual reasons that the US went to war against Iraq deserve scrutiny, now that
most of the truths are out. David Harvey explains why "there is indeed a long
history of governments in trouble domestically seeking to solve their problems
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either by foreign adventures or by manufacturing foreign threats to consolidate
solidarities at home" (12). Harvey then provides accounts of how the country was
in a more troubled situation in the year 2002 than its near past. Problems such as
recession, unemployment, corporate scandals, messy healthcare, poor
administration were threatening the stability of the US. However, those who
opposed the war and doubted its necessity think that oil was the key motive
behind the war as Iraq was a threat to the flow of oil to international markets.
After all, "whoever controls the world's oil controls the world's markets," (Roy
37). That is why US's capitalist precautions sought to dismantle Iraq. It was
reported after the war how the then Vice President Cheney's old company
Halliburton won billion dollars of contract for oil services immediately after the
war. Arundhati Roy, while quoting from Thomas L. Friedman's national
bestseller The Lexus and the Olive Tree, observes how imperialist power and
corporate globalization have joined hands to secure markets. To quote from
Friedman: "… McDonald's cannot flourish without McDonnell Douglas, the
designer of the US Air Force F-15. And the hidden fist that keeps the world safe
for Silicon Valley's technologies to flourish is called the US Army, Air Force, Navy
and Marine Corps" (464). Another argument that might make it clear that Iraq
war was no holy mission is the time chosen for and reasons offered behind this
war. There was no proof that Saddam's Iraq had weapons for mass destruction.
Besides, he was not attacked earlier when, backed by the US and its European
allies, he was conducting his worst atrocities of killing hundreds of Kurdish
people by using chemical weapons. He thus had to be removed when he became
an obstacle pain for America's global interests and internal economy.

III
The proponents of globalization hypothesize it as an effective apparatus for
creating homogeneity among nation states, thereby reducing disparity among
them. But in reality, globalization has inherently become an important tool for
sustaining imperial interests that depend on a system built up by crosscommunications and interactions of multiple countries behind which lies the
logic of expansion of neoliberal capitalism limited to a great extent to the
trajectory of few corporate elites. The monopoly power of advanced capitalist
countries dominate trade, finance, production, services and flows through
neoliberal free trade and open capital markets, and for that purpose they make
use of transnational financial bodies and governments of different nation-states.
The nation state is surely one such apparatus whose legal and political authority
over its people is required to maintain the economic and operational stability of
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the systems of capitalism. The state is used to keep a class from owning property
so that these people can be exploited whenever required. They are not allowed to
cross borders at their will, and are forced to fulfill capitalism's growing demand
for labour by bringing out other family members who also join the labour force
for survival. On the other hand, transnational financial bodies, dominated by the
US, help the global network of capital to function smoothly. David Harvey
observes: "The emergence of a 'Wall Street-Treasury' complex within the United
States, able to control institutions such as the IMF and to project vast financial
power across the world through a network of other financial and governmental
institutions, has exercised massive influence over the dynamics of global
capitalism in recent years." (134)
Although globalization has brought the world closer in many respects, its
impact is not identical or symmetrical in all fields. As Eric Hobsbawm points out,
"We can have a globalized economy, we can aspire to a globalized culture, we
certainly have a globalized technology and a single global science, but politically
speaking, we have a world that remains in reality pluralist and divided into
territorial states" (43). Globalization, indeed, has widened the gap between the
economic and political power of capital and has helped transnational capitalism,
represented by Microsoft, McDonald's, Nike etc., extend its reach and systems
beyond the grasp and boundaries of the nation state. One common trait that the
transnational corporations or the TNCs share is their intent to maximize profit by
exploiting the pools of cheap labour in the third world countries. The undaunted
facility that they have in such countries is cheap labour coupled with necessary
supports from the state to have the labour force in control; for example, Suharto's
Indonesia in the mid-1960s experienced what amounted to almost a ban on trade
union activities. The Bangladesh government's recent agreement with
ConocoPhillips, an USA energy giant, for exploration in two deepwater gas
blocks in the Bay of Bengal offshore reflects a similar condition where Bangladesh
will get only 20% of the extracted gas and the rest, as the agreement goes, could
be bought by Bangladesh. Studies reflect that most TNCs earn more revenues
outside than in their countries of origin, and their global reach and profitability
have also earned them a place amongst the world's biggest economic entities.
According to data stated by D. Steven White, and released in July 2010 by
Fortune Magazine and the World Bank, the world's largest 175 economic entities
in terms of their revenue generation include 109 corporations (62.3%). WalMart, Royal Dutch/Shell, Exxon Mobil, and British Petroleum rank among the
top 40 entities in the world, far above countries such as Finland, Portugal,
Ireland, Malaysia and New Zealand.
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Corporate globalization claims increase in the world's total income though
the computation leaves out the fact that the number of the poor across the world
has increased accordingly. It also threatens democracy of poorer countries by
impairing their legal functioning as they attempt to take necessary reforms for
privatization devoid of necessary state intervention. This practice goes against the
interest of the poor and forces them to buy those things as commodities that they
once enjoyed without spending money. The term "globalization" should thus be
seen as "corporate globalization", "globalization of capitalism" and so on, to
highlight specific evils of the phenomena over the idea of righteousness that the
generic use of the term suggests. In the Manifesto of the Communist Party, Marx
and Engels too hint at the fact that the general idea of globalization is an outcome
of the dynamics inherent in the very nature of capitalism that seeks to expand its
dominion everywhere in the world: "The need of a constantly expanding market
for its products chases the bourgeoisie over the whole surface of the globe. It must
nestle everywhere, settle everywhere, establish connexions everywhere" (5).
IV
Because of its preference for profit over people and its contradictory practices,
capitalist empire is in itself an anarchist, contradictory system that always needs
newer terrains and surplus labour at its disposal for exploitation. Capitalism reduces
wages for labour but needs more consumption on part of even the labour force,
which is one of its contradictory logics. The worst sufferers of the capitalist
expansion are thus the labour force who are devalued constantly and are ultimately
caught in a system that seems to dehumanize them eternally. As Marx points out in
Capital: "Capital is dead labor, which, vampire-like, lives only by sucking living
labor, and lives the more, the more labor it sucks" (342). The singular motto of
endless capital accumulation in space and time also ceaselessly searches for profits
indiscriminately, thus creating tensions, according to David Harvey, "…between
competition and monopoly, between concentration and dispersal, between
centralization and decentralization, between fixity and motion, between dynamism
and inertia, between different scales of activity…"(101). These tensions lead to
capitalism's creation of a geographical landscape to run its activities, only to exhaust
it in the end and look for a new landscape. Again, capitalism thrives on competition
but after a point it has to foil competition to survive, or look for new places to
expand its horizon. Moreover, through necessary intervention of the nation state,
capitalist globalization, to a large extent, prevents integration of markets universally
to enhance the profitability of capital, maintaining an ironic balance between
opening borders to global capital and dissuading the integration of markets.
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As new inter-imperial rivalries seem improbable in present times, the
vulnerability of US empire thus springs from its over-ambitious capitalism and inner
contradictions. Aijaz Ahmad rules out the possibility of China becoming a possible
threat to US ascendancy because, according to him, "China is extremely vulnerable
to the United States, militarily and economically…" (60). Ahmad argues that the
US is very much capable of creating internal conflicts and separatist movements in
China. This longevity that Ahmad claims for US empire could be negated by the
fact that the country's global, capitalist ambitions and international conflicts are too
expensive and expansive to sustain in the long run. Citing the information that the
United States spends billions of dollars every year on nuclear weapons, intelligence,
modern warships and aircrafts, and sends out millions of soldiers to fight, Fidel
Castro in one of his speeches delivered on 3 July 1998 envisaged that this
thoughtless culture of the US's hunger for domination would one day make the
country suffer a profound economic crisis, more so because of its unsustainable
stock markets and inflation of value. Castro sounds quite prophetic when he says:
"We maintain, based on mathematical facts, that such a neoliberal globalization is
not sustainable; that the crisis is inevitable" (Speech delivered on 3 July 1998).
Though power relations in capitalist systems are often so diffuse that it is
tough to find a target of resistance, if any exploitations are to be opposed in the first
place, it has to be those done by the US's capitalist, tri-continental missions. There
are countries such as Cuba and Venezuela that are continuously holding onto their
ideologies against US aggression. Leaders around the world could use Latin America
as a model where an ideological revival of the successes against Spanish imperialism
in the past is now being assimilated and practiced by leaders and activists against
present-day oppressive power. In recent times, the ideologies and praxis of the
recently deceased Venezuelan president Hugo Chávez, known as New Bolivarianism
which "… combines continental nationalism and social-democratic reforms fuelled
by oil revenues", have been posing a massive moral challenge to US expansionism
(Ali, Pirates of the Caribbean: Axis of Hope 41). Having paid off his country's debts
to the World Bank and the IMF, Chávez freed his country's economy from the
clutches of such lending institutions that promote the priorities of the Washington
Consensus. He, along with a few other Latin American leaders, has already set up a
new financial institution called "Bank of the South" run by Latin American nations
and has vowed to support it with Venezuela's thriving oil revenues.
Getting velocity around the world is also an increasing amount of public
opinion, movements and labour organizations shaping against labour
exploitation, corporatization and US aggression. Anti-imperial thinkers and
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activists now need to form close ties among all these scattered initiatives and
movements fighting against the same set of evils. Arundhati Roy offers the
following guideline for confronting empire:
Our strategy should be not only to confront Empire, but to lay
siege to it. To deprive it of oxygen. To shame it. To mock it. With
our art, our music, our literature, our stubbornness, our joy, our
brilliance, our sheer relentlessness - and our ability to tell our
stories. Stories that are different from the ones we're being
brainwashed to believe. (86)
Roy's passionate outcry should be mingled with the voices raised in organized
movements to challenge the capitalist empire's exploitative authority that denies the
rights of the vast majority. Roy also urges "reinvent(ing) civil disobedience in a million
different ways" (85) to render the power structures of empire inactive. Inspiration can
be found from 15 February 2003, days before the Iraq war when over eight million
people converged on different streets of different continents to dissuade the US and its
allies from attacking Iraq. Unsuccessful though it was, Tariq Ali still calls it, the "first
truly global mobilization unprecedented in size, scope or scale…" (Front Lines1).
Movements such as this and labour movements scattered here and there need to be
truly globalized to face an adversary that is globalized in its extreme form.
The manipulation of governments of most nation states by financial
institutions such as IMF and WTO to strengthen the capitalist empire is now
globally recognized by experts as the major problem of political economy in most
third world countries. To quote from Harvey again: "With the core of the
political problem so clearly recognized, it should be possible to build outwards
into a broader politics of creative destruction mobilized against the dominant
regime of neo-liberal imperialism foisted upon the world by the hegemonic
capitalist powers" (179-180). If a just world government is not established, or
some supranational bodies like the UN are not strengthened to provide regulation
to this capitalist global village, then this volatile situation might turn into an
anarchist one, leading to regional power conflicts and in effect a more destabilized
world. The immediate task at hand then is to strengthen the structures of nationstates and force the representatives of people to work for the cause of the masses,
not for corporations. The situation is dire now, but things can get even worse
unless we come up with the right measures so that the evils of Neoliberal
hegemony and the stranglehold of military might incarnated in the shape of the
"United States of North America" and its close associates do not reach the point
of no return in its mission to exploit the rest of the world.
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Abstract
This article focuses on the role played by sisterhood penitentiaries in the rehabilitation of
'fallen women' in nineteenth-century Britain. Beginning with a brief outline of the
disciplinary rules implemented by these remedial institutions, it moves on to investigate the
backgrounds of the penitents, the relationship between the sisters and the penitentiary
wardens, the 'advantages' reaped by the penitents during their penitentiary sojourn, the
schemes of reformation followed by the sisters, their solidarity with the penitents across the
conventions of class, sexuality and morality, and the criticism of the reclamation system by
some leading female activists of the day. By probing into such issues, this paper offers fresh
perspectives on the socio-cultural relevance of female-managed penitentiaries during the reign
of Queen Victoria.

A confessional lyric about an unnamed speaker who recounts her life history to
the priest attending her deathbed, Dora Greenwell's "Christina"1 follows a highly
conventional and clichéd narrative trajectory: orphaned, impoverished and naive,
the speaker is seduced and abandoned, and turns to prostitution. She no longer
contacts her childhood companion Christina, but retains an emotional bond with
1

Virtually unknown today, Dora Greenwell (1821-1882) was a household name in Victorian England, famous for her
lyrical and religious verse. Her debut collection Poems (1848) was followed by a further seven volumes of poetry,
including two largely devotional works, Carmina Crucis (1869) and Camera Obscura (1876). In her day, Greenwell
was thought to belong to a trio of eminent poetesses, including Jean Ingelow and Christina Rossetti. The work of
each poet reveals many shared interests. There is a possibility that "Christina", composed in 1851 but withheld from
publication until 1869, may have had some influence on the poems about women and sexual temptation that Rossetti
authored in the 1860s.
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her: "Across the world-wide gulf betwixt us set/ My soul stretched out a bridge"
(Greenwell, 1998, p. 442). However, when the two women meet accidentally over
the grave of Christina's daughter, Christina implores her friend to return home
with her to take the place of her dead child. But the speaker rejects this solution,
offering no explanation for her decision. Instead, she leaves "the guilty city far
behind" and enters a "goodly inn", where she carries out her penance under the
benevolent guidance of some "gracious souls", who "loving their Lord" "could
trace His image" "upon the . . . Long-lost, defaced and soiled" (Greenwell, 1998,
p. 448). Although couched in a heavily figurative language, such an ending seems
to insinuate that the speaker has taken up residence in one of those penitentiaries
managed by Anglican sisters, where "fallen women" _ a culturally approved
euphemism for prostitutes, kept mistresses, female thieves and alcohol addicts _
were given asylum in the reign of Queen Victoria.2 These institutions were
intended as rehabilitation centres, where such wayward and transgressive women
could be changed into conscientious and diligent women, a transformation which
involved both a spiritual metamorphosis from sinner to repentant, and a
concomitant social shift from ostracised female to respectable woman. Funded by
the Church of England, penitentiaries (also known as Houses of Mercy) were a
part of a large-scale Christian reform movement which stretched all over Britain.
In fact, by the middle decades of the nineteenth century every English town and
metropolis had at least one conventual organisation devoted to the emancipation
and edification of fallen women (Bartley, 2000, p. 25). The Community of St.
Mary the Virgin, Wantage and the Community of St. John Baptist were two of
the earliest female-managed penitentiaries established exclusively to minister to
this pressing social need.
All potential penitents were expected to remain in a House of Mercy for
about eighteen months to two years to accomplish penitential assignments
fruitfully, although cases were considered on an individual basis. The working
patterns, leisure facilities and general lifestyle at these institutions were markedly
alike; in a scribbled note found in the pages of the minutes of the Liverpool
Penitentiary, a committee member scheduled the daily routine of the inmates as
follows: "work (7.00am), breakfast (7.30am), work (8.00 - 10.30am), rest (10.30
- 10.45am), work (10.45 - 1.00pm), lunch (1.00 - 2.00pm), work (2.00 5.00pm), tea (5.00 - 5.30pm), work (5.30 - 8.00pm)" (cited in Bartley, 2000, p.
53). Seeking and Saving, the official bulletin of the Victorian reform movement,
2

The fact that Greenwell was personally involved in finding penitentiary homes for young prostitutes makes this
interpretation even more plausible. See Maynard, C. (1926). Dora Greenwell: A Prophet for Our Own Times on the
Battleground of Our Faith. London: H. R. Allenson.
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suggested that there were four methods of disciplining penitents and keeping
order in these institutions: (i) the military discipline "where everything was done
to a signal"; (ii) the mute discipline "where all crept about silently"; (iii) the
unrestrained discipline "where inmates laughed and talked about the sisterhood
in perfect freedom"; and (iv) the "discipline of force" where inmates were
administered coercively, if they refused to obey (cited in Bartley, 2000, p. 46).
Some penitentiaries hung disciplinary rules on the walls as a constant reminder
for all inmates of the need to behave properly. The Horbury Penitentiary kept a
report book in which all breaches of rule were entered. Each Monday these report
books were sent to the Sister Superior, who deducted a half-penny from weekly
earnings of four pence for delinquency. All unpaid work, from scrubbing floors to
cleaning windows, from making beds to sweeping carpets, from mending clothes
to cooking food, was carried out by the penitents (Bartley, 2000, p. 50). The
exhausting physical hustle involved in these activities meant that "the wild
restlessness, the lawlessness, the animal passions, and excitement of the old life,
were worked off by muscular exertion" (Hopkins, 1879, p. 15). Penitents were
evaluated by the loss or gain of "marks": the accumulation of marks synchronized
the speed with which a penitent would be promoted for release (Mumm, 1996, p.
536). However, to prevent monotony and spread of disgruntlement among
penitents occasional excursions were arranged by many institutions. Usually this
involved a tour of the surrounding countryside, a stroll in a park, boating on a
lake or a walk by the seashore. Periodic invitations to the garden parties at the
residences of local humanitarians were common. Special events were celebrated.
For instance, at Queen Victoria's Golden Jubilee the inmates of many
penitentiaries were provided with tea and an afternoon out to watch the revelry
taking place all over England (Bartley, 2000, p. 57).
One customary practice of every nineteenth-century penitentiary was the
maintenance of a general memorandum on the familial backgrounds and
occupational histories of the penitents. Three common denominators in these
women's family backgrounds were financial bankruptcy, orphanhood and
illiteracy. The predominance of the female relatives of gardeners, washer men,
carpenters, shoemakers and tailors in the penitentiaries reinforces the malicious
role destitution played in the creation of fallen women. Contemporary social
activist, Anna Brownell Jameson (1859) observed: "We talk of 'fallen women';
but for the far greater number there is no fall. They are starving, and they sell
themselves for food" (p. 39). Many applicants were parentless: they had been
raised by foster relatives or had somehow survived as waifs and strays. "A good
home till mother died" is the usual grievance made by the entrants in the
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penitentiary roll books. Lack of education in families also contributed in these
women's socio-economic vulnerability. The Thirtieth Annual Report of
Lincolnshire Penitent Females' Home disclosed that of the thirteen penitents
registered in 1878, five could read and write, six could do neither, and two could
read but not write; parents of these girls were most likely illiterate (Mumm, 1996,
p. 544). As time passed it became increasingly recognised by the sisters that the
bulk of inmates were previously employed in various domestic professions. The
Clewer House of Mercy traced the initial occupations of its plebeian penitents
between 1866 and 1869. In these three years, fifty-nine servants, twenty-one
housemaids, seven cooks, four nursemaids, three dressmakers, two barmaids, two
factory labourers, one governess, one milliner, and one shop girl entered as
prospective penitents (Mumm, 1996, p. 532).
Although a penitentiary was run exclusively by the deputed sisters working
close at hand, there was a clerical warden always available to perform religious
services and oversee pecuniary matters. Invested with ultimate sovereignty in the
penitentiary, the warden was, however, not always personally engaged in its dayto-day operation. The function of the warden was thus a paradoxical one: the
bureaucratic head of the ecclesiastical network administered the penitentiary;
nevertheless, he had only minimal or highly ritualised interaction with the
members of his institution. His curious status of absent-presence constituted a
veiled patriarchy that tangentially dismantled the sororal paradigm espoused in
the penitentiary movement's appeals for female volunteers. In other words, the
unvarying triangulation of roles within the sister community forced women to
define themselves and their relationships to each other in terms of an extra-sororal
male presence, generally invoked as a last resort for consultation on matters
affecting the penitentiary. Scott Rogers (2003) believes that the political
resonance of the warden was "felt most powerfully in the hierarchical
dispensation of authority within the sister relationship, and in the ways this
affected the internal dynamics of the community of women" (p. 869). But to
assume that Victorian wardens took zero interest in the daily functioning of their
convents is to blinker our understanding of their significance in the penitentiary
movement willingly. Certainly there were some exceptions. One such exception
was the warden of the Community of St. Mary the Virgin, Wantage, a wellbeloved figure in the sisterhood circle, who in an 1881 symposium urged his
putative audience not to separate penitents merely on class and moral grounds: "I
have found that the great mass of the girls brought in are not at all worse in any
manifest way than ordinary maid servants and with proper advantages they are
not worse than many other girls" (cited in Mumm, 1996, p. 120).
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That all nineteenth-century penitentiaries faced a routine oversupply of
applicants requesting admission raises a question of incentive: why did women
clamour to accommodate themselves in an institution for a twenty-four month
course of penitence when they could attain respectability merely by starting life
afresh? There are two possible explanations. First, Victorian lawmakers made the
certified programme of formal penitence obligatory for all fallen women who
desired to lead a reputable life in accordance to the set conventions of mainstream
society. Second, women realised that they could reap multiple advantages and
reorient their lives if they managed to gain access to a sisterhood penitentiary.
Unquestionably, the second argument had more credence than the first; for these
fallen women, the penitentiary was indeed a getaway from an infected
environment and a sanctuary of opportunities which would enable them to get
reabsorbed into the social fabric surreptitiously. Let us now examine some of these
"advantages" of penitentiary life exploited by prostitutes, kept mistresses, female
thieves and alcoholic women respectively.
Every penitentiary offered free accommodation, rations, clothing and
medical treatment to its inmates. Consequently, many prostitutes who suffered
steep decline in earning power owing to ill-health and senility requested
admission to a House of Mercy with the expectation of spending their last days in
peace and comfort. Some prostitutes who voluntarily abandoned the scene of
their commercial activity out of feelings of personal culpability and selfmortification wanted to join a penitentiary to atone for their sins. The
Community of St. John Baptist called such women consecrated 'Magdalens';
these should not be confused with ordinary penitents. But the general public
seldom made this distinction and the two terms were often conflated.
Surprisingly, the notorious Contagious Disease Acts of the 1860s also played a
pivotal part in escalating the number of prostitutes in penitentiaries. The
purveyors of these laws mandated compulsory genital inspection for venereal
disease in suspected prostitutes and the detention of such women in
penitentiaries. As a result, penitentiaries all over Britain became jam-packed with
"unhealthy" prostitutes who were often discriminated against by other "healthy"
penitents. One important feature of the rehabilitative penitentiaries was the
vocational education imparted by nuns, sufficient to make penitents completely
independent of the help of others. Apart from providing extensive tutoring in
reading, writing and arithmetic, sisters emphasised that inmates should be trained
for rudimentary domestic activities such as cleaning, washing, ironing, dairying,
and needlework. In the 1870s penitents in at least one convent could earn
sufficient spending money by undertaking these works during recreation times
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(Mumm, 1996, p. 536). Such utilitarian facilities appealed to our second category
of fallen woman: the kept mistress. In her influential study on the rhetoric of
fallenness in Victorian culture, Deborah Logan (1998) has hinted at how kept
mistresses in penitentiaries were coached to fill posts as household servants,
generally specialist posts such as parlour-maid or nurse (64). Some of them
received good references and assistance in finding jobs in what has been termed as
"the great Victorian dustbin for the unwanted", the colonies (Hobsbawn, 1969,
p. 84). However, it must not be assumed that all types of fallen women entered
monastic penitentiaries in an earnest attempt to make a new beginning. Female
thieves regarded these institutions as an expedient of bettering themselves and/or
as a suitable bolt-hole to escape from the clutches of law. They would stay for as
long as they fancied, usually during the bleak winter season or while recovering
from illness. When the weather or their health improved they would leave, paying
no attention to the solicitations of the nuns. Some of these pseudo-penitents
absconded furtively at night, stealing whatever items of value they could carry
with them. The rationale for the rising popularity of the penitentiaries among
alcoholic women was the secular indoctrination given there as a part of the
penitence curriculum. Coming invariably from a different social milieu, these
hardcore alcoholics had no interest in learning about Christian rituals or about
the sanctified lifestyle of the sisters. As a result, despite the unflinching religious
constancy of the sisters themselves, many British penitentiaries allegedly tended
to downplay the religious practice among inebriate penitents. One senior
convent-manager counselled thus:
I believe there are many [addicts] who are repelled by the violent
change from their free and easy life to the strict and severe system
of a Penitentiary. Let them be admitted simply as inmates of a
Home, requiring of them only quite behaviour, obedience, and
work, and leaving them as perfectly free as regards religion. (cited
in Mumm, 1996, p. 539)
Furthermore, penitentiary humanitarians made special remedial provision for
alcoholics, after learning that these women's addiction problem rendered it
difficult for them to stay abstemious and to retain decent jobs. In view of these
facts, penitentiaries could be seen as therapeutic havens and the penitents as
patients in treatment.
A major thrust area of the penitentiary programme was the wholesome
reformation of the fallen women's bodies, minds and spirits. Both sisters and
wardens strongly reckoned that strict implementation of this threefold reform
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schema would be necessary for making these women physically as well as
psychologically fit to re-enter mainstream society. The reformation of the body
included proper acquisition of deferential and respectful demeanour. The fallen
women wore a uniform dress, curtsied when passing seniors, observed regular hours
of silence, entered others' room with permission, and refrained from mentioning
their pasts. The reformation of the mind included adherence to bourgeois values,
the ability to make the right decisions, and the capacity to work intelligently, and
not like machines. The sisters' wish was to render the fallen women mentally unfit
for their former lives; success was attained when previously acceptable
manifestations of working-class idiom and conduct filled raised fallen women with
revulsion. The reformation of the spirit included proper religious initiation under
the tutelage of individual sisters; the ostensible aim was the hope that even if these
fallen women reverted to their old lives they would ask for the privileges of the
Church before they would die. It should be noted that these stringent corrective
practices prescribed for fallen women were in many ways akin to those followed by
the sisters themselves. This sameness of experience led the fallen women to see
themselves as extended alter-egos of those who formulated and imposed the rules.
Significantly, many Anglican sisters perceived themselves as surrogate
mothers of the penitents working under their supervision. These celibate nuns,
who vehemently repudiated their myopic culture's strait-laced assumption that
matrimony and maternity were the preferred goal and instinctive standard for all
women, embraced the penitents as their spiritual, if not biological, daughters.
Thomas T. Carter, Rector of the Clewer House of Mercy, was openly appreciative
of such emotional mother-daughter bond shared by the sisters and their fallen yet
willing-to-be-rescued penitents. Optimistically, he declared:
We are merely supplying . . . a home and mother's care. We are
simply providing out of the bosom of the Church what nature
had failed to give, and what the world cannot. This is the true
way of viewing the case of these fallen women. (cited in Mumm,
1996, p. 538)
The life-cycle of every Victorian woman typically involved a movement from the
father's family to the family of the husband. Prostitutes, kept mistresses, female
thieves and alcohol addicts were expelled from both; the communities of the
sisters with their egalitarian philosophy of mystical motherhood offered these
unfortunate women a substitute congenial domestic space, the "home" of the
penitentiary. Debunking the belief that fallenness was an outrageous offence
against the ethical principles of the society, one that resulted in the incurable
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deterioration of character, the sisters preached that the distinctions between
penitents and other women were more of circumstance than of character. While
the self-appointed guardians of morality passed the sentence of excommunication
on the penitentiary inmates, the sisters did not; they were quick to break the
barriers prohibiting their interaction with the inmates. Symbolically, the maternal
compassion and camaraderie exhibited by these pious sisters upheld the
penitentiary movement's insistence that "fallen women need some such sisters to
be ever at their side, watching them in weak moments, encouraging them in
seasons of overwhelming gloom, checking outbreaks of temper and light words,
directing and controlling their conversations" (D'Amico, 1992, p. 72).
Intrinsically associated with the functioning of the conventual
penitentiaries was the notion of mutual solidarity between sisters and penitents
across the conventions of class difference, sexual myth and moral law. Although
the general public was of the opinion that "good" women should maintain a
sufficient distance from "bad" women3, the sisters thought otherwise and
defiantly spearheaded the reformative process to ensure unflagging support for
the fallen women in their route to social reintegration. In so doing, they
metaphorically lived out the biblical parables of Jesus Christ; like the shepherd
looking for the lost sheep or the woman searching for the precious coin or the
Good Samaritan attending the half-dead Jewish traveller, they made every
possible effort to offer the penitents a sure means of escape from the quagmire of
sin, money and flesh. Dissolution of class differences is indicated by the fact that
sisters (usually upper-class in background) often received hundreds of
correspondences from ex-penitents (belonging to the working-class): intimate
bonds were formed when such "old girls" returned to visit the sisters during
Christmas vacations or to make monetary contributions as a gesture of their
active interest in the work of the community. Demystification of sexual myth is
seen in the foundation of Magdalen orders by canonised sisterhoods where former
penitents entered as nuns. This posed a radical challenge to the Victorian dualistic
paradigm of femininity, a paradigm that promulgated an uncompromising
segregation between two mutually exclusive categories of "pure" and "impure"
woman. When a former penitent became a nun this not only signified that the
sexual contamination of her character had been white-washed by expiation, but
also situated her in a more elevated spiritual and social plane than she had been
3

An article titled 'Female Penitentiaries' in The Quarterly Review of 1848 gives expression to this blinkered public
mentality. In general the reviewer lends his support to penitentiaries, but balks at the idea of "virtuous" nuns
undertaking any practical running of them: "We may express a doubt whether it is advisable for pure-minded women
to put themselves in the way of such knowledge of evil as must be learnt in dealing with the fallen members of their
sex" (Armstrong, 1848, p. 375-6).
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before her fall from virtue. Questioning of the moral law is evinced in the sisters'
probing of the double standards and divided consciousness of the Victorian frame
of mind. Sisters urged that the social stigma of moral contagion often levelled
against women should be extended to men as well; they were convinced that
men's ethical standards must be hoisted to those of women so that both sexes
could become alert to their respective roles in soiling an otherwise unsoiled world.
Nonetheless, confidence in the power and viability of the penitentiary was
questioned by many sceptical Victorians, who perceived it as a system of paternalistic
regulation and severe religious observance, which the penitents, and even the sisters,
found somewhat hard to bear. Activists such as Margaret Goodman, Penelope
Holland and Felicia Skene4 unequivocally focused on the flawed organisational
methods governing these institutions in their writings on the "problems" inherent in
female-managed communities. As Goodman (1862) recalled:
Led chiefly by the wish to minister to untended suffering, I joined
the Sisters of Mercy at Davenport. As time went on, Miss Sellon
thought fit to develop such conventual rules . . . that pressed too
heavily upon me; and, therefore, after a sojourn of six years I
returned to my former occupation. (p. 1)
Holland offered an analogous criticism of contemporary penitentiary life. In an
editorial in Macmillan's Magazine, she asked acerbically "whether it be right for
women who have reached the full maturity of their intellects to submit
themselves to a system by which they are treated as we should scarcely treat an
infant in these days, when fools' caps have gone out of fashion" (Holland, 1869,
p. 536-7). Much in the same vein, the punitive reform policies implemented by
the sisters were denounced sneeringly by Felicia Skene (1865):
One of the cruellest parts of the system is their rigorous
confinement to the house, and total want of exercise in the open
air. Not one breath of fresh air is allowed to these poor prisoners;
not one half hour is granted them in which to look on the blue
sky and the sunshine, and to meet the cool breeze with its
invigorating power. (p. 10)
4

Goodman entered Ascot Priory, Davenport as a novice and her bitter experience there was reflected in her antisisterhood writings for which she was roundly criticized by Florence Nightingale in a letter (dated 18 January 1863)
to Hilary Bonham Carter. Skene was a Scottish philanthropist and prison reformer. She published in a wide variety of
genre, including memoirs, novels and poetry. Her most significant work is Hidden Depths (1866), a realist novel about
prostitution. There is a blue plaque for Skene, installed on 2 July 2002 by the Oxford Blue Plaques Board, located at
34 St. Michael Street, Oxford. Nothing substantial is known about Holland's life except the fact that she wrote
extensively on woman-related subjects for Macmillan's Magazine.
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Adding impetus to such existing anti-penitentiary sentiments was what Pauline
Nester (1985) has recently termed as the "thriving anti-conventual fiction" (p. 4),
which either demonised sisters or associated conventual life with a kind of
kidnapping. Indeed, the foreword to one such novel, Sister Agnes; or the Captive
Nun: A Picture of Conventual Life (1854), alludes to the widespread profusion of
sensational "narratives of escaped nuns, converted priests, and ex-confessors,"
purporting to unmask the dark underbelly of religious sisterhoods (cited in
Nester, 1985, p. 4). While many of these charges might seem to have been
fabricated, the tantalising scandals surrounding penitentiaries galvanised the
widespread belief concerning the dystopian ambience of the sisterhoods and
aggravated an already polarised debate about women's competency for communal
activity in England. One such scandal was the case of Saurin vs. Starr and
Kennedy, known as "The Great Convent Case", tried before Lord Chief Justice
Cockburn in the Court of Queen's Bench in February, 1869. The plaintiff Miss
Mary Saurin sued her former convent, and the overwhelming media attention
attracted by the case threatened to make public the inner workings of the
penitentiary system (Rogers, 2003, p. 874).
In light of the arguments made so far, it would be fairly justifiable to claim
that two major demands overlapped in the nineteenth century: the number of
deviant fallen women desiring institutional welfare in order to lead a future life of
unblemished decency was accelerating, and the newly-mushroomed sisterhoods,
seeking a means to justify their charitable enterprises, deemed the provision of
remedial penitentiaries for fallen women as an incontrovertible vindication of
their own existence. However, these penitentiaries, with their pervasive
inclination to control, contain and change nonconformist and problematic
behaviour of the fallen inmates, appeared to operate under the principle of what
Michel Foucault (1979) has famously called Panopticism. Invoking Jeremy
Bentham's conceptualisation of the Panopticon as an exemplary prison, Foucault
points out that "whenever one is dealing with a multiplicity of individuals on
whom a task or a particular form of behaviour must be imposed, the panopticon
schema may be used" (205). The Panopticon and a Victorian female penitentiary
were conceived of in such a way that their architectural and administrative setups
turned out to be strikingly alike: both were designed as enclosed segmented spaces
observable at every point by an ever-present power _ watchmen in case of the
Panopticon and sisters in case of a penitentiary _ and the regulation and regimen
enforced in these institutions aided in the training of the problematic inmates,
inducing in them an awareness of their own constant visibility. Bentham regarded
the Panopticon as one which combined safe custody, confinement, labour and
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instruction, a process which with the use of timetables, tutoring, exercises and
surveillance would successfully tame the deviant into docile, and more
importantly, also deter the potentially deviant (Mukherji, 1996, p. 60). Similar
rules and objectives prevailed in every Victorian penitentiary working for the
rehabilitation of fallen women. A sisterhood penitentiary was therefore the
archetypal symbol of modern disciplinary power much like the Panopticon.
However, by the twentieth century many of these sisterhood penitentiaries
quickly started to lose their importance in Britain. Fewer women enrolled owing
to a number of factors: the duration of the coursework, the inflexible disciplinary
policies, the droning lifestyle and the inward-looking stagnation of the Anglican
sisterhoods themselves. In addition, the founding fathers of the penitentiaries
were aging and thus lacking enthusiasm for the reclamation of fallen women. In
the Liverpool Penitentiary, for instance, subscribers were dying off just as the
premises needed drastic renovation; in particular, a new roof, exterior paint, an
extended doorway and drainage. By 1921 there were only two penitents left in
the institution and not surprisingly it closed in 1922 (Bartley, 2000, p. 64). After
the First World War, penitentiaries were replaced by new institutions such as
homes for unwed pregnant women known as "mother and baby homes" which
operated under the same rhetoric of amelioration and maternalistic supervision.
Most of these revamped institutions subsisted until the counter-cultural
revolutions of the 1960s, but they could never manage to match the social
omnipotence of their Victorian precursors.
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Abstract
What are some of the consequences of imagined nationalism in a post-colonial world,
particularly at the sub-national level? In Imagined Communities, Benedict Anderson argues
nationality is "imagined because the members of even the smallest nation will never know
most of their fellow-members, meet them, or even hear of them, yet in the minds of each lives
the image of their communion" (Anderson 6). Edward Said, too, writes about imagined
geography in Orientalism where the Orient is a mere concoction, an imaginary space. While
Anderson discusses nationalism, nationhood and nation-space (all the while blurring the line
between the terms) in a broader sense, Said limits his discussion to the Orient. Inarguably, the
people of a nation do share a bond, a closeness that they cannot deny. However, the question
Anderson and Said prompt us to ask is how authentic is that imagined quality of an imagined
geography/community?

In Amitabh Ghosh's The Shadow Lines, a non-linear narration highlights
how time and place are not permanent. The lines that divide places and even
times are, mere shadows, and hence forever trespassed. Ghosh's novel delineates
the intricacies of man-made nation space in the Indian subcontinent in a fluid yet
pithy way. Further complicating the already tricky issue of nationalism in India is
the cross-national relationship between a man with no countries and a woman
across the seas. What, thus, are the consequences of imagined nationalism and/or
imagined nation-space? Can there be a situation where nationalism is not a
unified, political ideology? Can nationalism be stratified, even reconstructed? The
project, thus attempts to understand what really happens when the author tries to
construct an understanding of nationalism from a post-ideological perspective.
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The Romance and Reconstruction of National Identity in The Shadow
Lines
What makes a nation? What is nationality? What is it about borders _ some few
thousand or more square _ inches-that make the people within a nation feel
connected to each other? Borders are political and often politicized. They can be
illusory too; sociologically speaking, nationality and nation space have more to do
with social agents like economic, legal, cultural and spatial structures than with
discernible differences among people. In his book Imagined Communities,
Benedict Anderson argues nationality is "imagined because the members of even
the smallest nation will never know most of their fellow-members, meet them, or
even hear of them, yet in the minds of each lives the image of their communion"
(Anderson 6). People belonging to a nation-state do often share a bond, a kind of
uniformity that is unique to them. For Edward Said, nationalism is a perception
of space imagined by the Occident based on myths and images. The
manifestation of this imagined geography is essential for the existence of the
Occident. There is an obvious power battle here _ those with the power to
'imagine' possess the strength to 'create' a space that befits their agenda, whatever
it may be. To complicate matters even further, there is no 'real' geography that the
imagined ones can be compared to. Questions thus remain: how authentic is that
imagined quality of imagined geography/community? How can an individual
negotiate with the imagined aspect of nationality, community and identity?
Nationality and its many weighty facets can be hard to define. In fact,
there is little evidence to claim the existence of a universal definition and
execution of nationalism. Anderson by way of explanation suggests, "unlike most
other isms, nationalism has never produced its own grand thinkers" (5). The
reality is, he argues "the end of the era of nationalism,' so long prophesied, is not
remotely in sight. Indeed, nation-ness is the most universally legitimate value in
the political life of our time" (3). Nationalism, thus is nowhere near to being
illegitimate in today's political and social life. Nonetheless, how crucial is it in the
lives of individuals?
For the characters in Amitabh Ghosh's The Shadow Lines the very borders
the masterminds and policymakers behind Indian 'independence' had fought
brutally over signify very little. The non-linear narration of the text also highlights
how time and place are not permanent. The character Tridib lives his life
vicariously through the narrator. When his story is combined with those of his
lover May and his brother Robi, together they outline the places from Ballygunge
to Brick Lane as dramatically to the reader as to those who lived in them. The
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lines that divide places and even times are, thus, mere shadows, and hence forever
trespassed. Even the contrasts against which Tridib's character stands, Ila and the
narrator's grandmother, show that the characters all work for and in opposition
with Tridib because of their shared missing link _ that of a place to call home.
Ghosh's novel delineates the intricacies of man-made nation space with sensitivity
and empathy.
Thus, some of the key questions for this essay include: What are the
consequences of imagined nationalism and/or imagined nation-space? Can there
be a situation where nationalism is not a unified, political sentiment? Can
nationalism be stratified, even reconstructed? In The Shadow Lines, nationalism is
a familial, cultural and geographical concept that runs parallel to, if not above,
religious and/or communal complexities. Ghosh's handling of the issue is
nuanced and thought-provoking, and does not undermine that seriousness of the
matter in the subcontinent. For the major part of the plot, it shows that borders
and national identity can and should be traversed. Yet it is the ending of the
narrative that throws the question of individual or national identity slightly off
when two people belonging to entirely different continents, race and age group
become one. Does the novel supersede the thorny issues related to national
identity and nationalism for a too-easy mishmash of romantic love? Not quite _
rather Ghosh constructs the ending in a way so that his characters articulate a
vision to reside in or rather choose a world where people can come together
because of those very differences.

I
The misery of the general population prior to and post-independence in 1947 is
well documented in history, fiction and archives. Amitabh Ghosh's The Shadow
Lines exemplifies the repercussions of a very complex and difficult independence
process and shows how the residues of violence still haunt and affect human lives
across the superficially imposed borders nearly half a century after its occurrence.
As Ghosh shows in his novel, August 1947 did not bring to an end the terrifying
results of religious and political violence; the lackluster attempt by the British and
Indian authorities to produce a resolution by drawing the maps of the newfound
nations did not make things any less complicated in either India or Pakistan.
Ghosh's novel takes place in Bengal, among many other locations. Bengal
is a historically significant and conflicted part of Indian subcontinent. "The
territories of British India were partitioned between the two new countries on a
principle of religious majorities. Thus provinces with Muslim majorities
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constituted the territories of Pakistan, divided into two wings, one in the west
and the other in the east. Two provinces _ Punjab and Bengal _ were themselves
partitioned according to the religious composition of the district populations in
those provinces", notes Partha Chatterjee (1). Home to both Hindu and Muslim
population, Bengal suffered heavily during Partition. Urbashi Barat stresses, "for
Bengalis, Independence was also Partition, the invention of borders which
permanently and irrevocably exiled entire communities. Even today, more than
half a century after the event, the victims of Partition continue to explore the
dimensions of their loss of home, to attempt to understand what it has done to
their sense of identity and their social relationships"(214). Ghosh introduces
individual characters in the novel who represent the horrors and confusions
brought about by Partition. Through them, he tries to examine identity from
both a national and post-national perspective. His characters are global citizens
who are often baffled and intrigued by such concepts like nationalism and
national identity.
The Shadow Lines introduces the reader to two families and a series of
events that transcends generations, time and space. The novel centralizes on the
life and story of Tridib, the unnamed narrator's uncle he lives vicariously through.
Tridib _ a character that is luscious with depth _ acts in the novel as a sort of
liaison between two continents, three countries and two Partitions. Through the
narrator's back and forth storytelling about his uncle's life, the story travels from
Kolkata to Dhaka to London _ all the while blurring the boundaries and borders
that, ideally, should separate the characters. Through Tridib, Ghosh attempts to
disintegrate the idea of a nation state, which manifests in the portrayal of three
cities that are emblematic of three countries. The story also travels through time _
this is a story of India and Pakistan during the 1960s, India and England during
the 1980s and the beginning of the twentieth century. Sujala Singh argues that
"the first movement 'going away' looks out in the world, collecting and
classifying, mapping, conceiving of geographies, which the unnamed narrator
records an obsessive will to remember. This is an individuated spatiality, organized
by the structure of a private re-collection" (162). The boundaries between private
and public are somewhat fluid in the novel. Tridib, over the course of the novel,
becomes a link that connects the various characters of the novel, including the
narrator, his lover May, and his brother Robi. Eventually, through Tridib's life, the
narrator re-examines his lifelong notion of a nation state. The love affair between
Tridib and May bear direct consequences of a Partition narrative that is fraught
with disbelief and uncertainty. So does the character of the narrator's
grandmother _ a formidable female figure who questions the ludicrousness of
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Partition itself with an exasperation many victims (perhaps all fifteen million who
had to find a new home) could identify with.
On the other end of the spectrum is the narrator's cousin Ila, the
quintessentially cosmopolitan Indian who refuses to be one or bear any
resemblance to what she thinks it means. The irreverently rash character picks such
heavy-handed battles with her national identity that they border on stereotypes.
Not allowed to dance at a nightclub of Grand Hotel in Calcutta, Ila exclaims, "Do
you see now why I've chosen to live in London? It is only because I want to be free.
Free of your bloody culture and free of all of you" (Ghosh 87). As Tridib observes,
"Although she had lived in many places, she had never traveled at all" (21).
The lives the characters of the novel live are not defined by geography or
location as we know it. From Thamma's (the grandmother) migration to India to
Tridib and May's love affair to the narrator's almost voyeuristic pleasure in already
knowing the alleys and corners of London and Dhaka without ever setting foot
there, a wide range of plot points shows how The Shadow Lines constantly tries to
re-define space.1 What makes Ghosh's foray into the discourse of imagined space
particularly engaging is the way in which he strangles the banality of borders and
maps (through Thamma) while simultaneously remaining fascinated by places
both imaginary and real (through the narrator). The narrative arc-defining scene
where the grandmother faces the idea of revising her birthplace Dhaka after many
years of exile is ripe with caution, frustration and reproach. She wonders if there
is an actual border with "trenches perhaps, or soldiers or guns pointing at each
other, or even just barren strips of land" between India and East Pakistan (148).
The answering "no" is met with sheer indignation and bafflement as she loudly
proclaims, "what's the difference then? And if there's no difference, both sides
will be the same; it'll be just like it used to be before[…]What was it all for thenPartition and all the killing and everything _ if there isn't something in between?
(149). Indeed, these are some of the key queries Ghosh himself sets out to answer
in this novel. What is this nation-space then? What defines it? What makes it a
strong imperative that people will wage war in its name?
Why does nation-space matter? More importantly, why does it matter in
the context of The Shadow Lines? Before one can venture out to solve that
problem, one must wonder, what is home? Urbashi Barat suggests, "Home is the
sight of nostalgia as well as of a terror of the unknown, the borders between the
1

Thamma took part in India's nationalist movement, reestablished herself into a new homeland and refuse to let go of
her former homeland or the idea of it even if it was not anything like it used to be. When she visits Dhaka years later,
she keeps asking "but where is Dhaka?" (201)
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spaces are 'shadow' ones, achieving presence only when they are crossed" (219).
Desh in Bengali has two meanings, one's "nation" and one's native village. Home,
too has dual meanings: basha means a house, a dwelling while bari is where one's
ancestors have lived, where one at once forms the history and is part of it. Do
Ghosh's characters yearn for that bari? A nation-space that is also part of their
history and where they are also part of? Perhaps that explains the fierce
protectiveness Thamma has for her home. Barat agrees, saying, "the ferocity with
which the grandmother defends her home and its values is clearly a part of the
alienation and the disorientation that are themselves the product of exile; the
fluidity of borders that Tridib and the narrator experience are also born of their
dislocation from home" (226). Is dislocation the root of all uncertainty then? The
incapacity to fit in? Many of Ghosh's characters refuse to be defined by a uniform
definition of national identity for the most part. In The Wretched of the Earth
Franz Fanon argues "a national culture is sought in systematic fashion. It becomes
a set of automatic habits, some traditions of dress and a few broken-down
institutions" (Fanon, 1588). In a criss-crossing storyline of love and space
between a man with no countries (Tridib) and a woman across the sea(May)
Ghosh's text builds an intricate and complex web of back and forth. It shows a
kind of geographical displacement through personal and emotional experiences
and thoroughly questions concepts such as "home" and "homeland".
The central characters of the novel have multiple belongings and plural
identities _ all the while breaking the regular or appropriate standard of time and
space. Thanks largely to the truly global citizenry of almost all of them _ with the
head of the family in the Foreign Services, Ila's father in the United Nations and
Tridib, Robi and Ila all repeatedly traveling back and forth between Europe and
India. The tattered old atlas Tridib gave the narrator and the way in which he
knew the nooks and crannies of London without ever setting foot there once for
all complicate their identity. For Ghosh, the dilemma between "coming" home
and "going" home is ripe with innuendoes. "How could you have 'come' home to
Dhaka? You don't know the difference between coming and going"--asks the
young narrator to his grandmother (Ghosh 150). Ashi, the Bengali replacement
for both coming and going is a wonderful paradox Ghosh uses to its full
potential. For Tha'mma _ someone who is caught literally between memory and
belonging and between reality and a strict belief in nationality _ it is no wonder
that she is lost. It is also no wonder the young narrator, the voice of sanity in the
novel, is also out of his depth trying to understand the coming and going of it all.
As he later tries to explain: "Every language assumes a centrality, a fixed and
settled point to go away from and come back to, and what my grandmother was
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looking for was a word for a journey which was not a coming or a going at all; a
journey that was a search for precisely that fixed point which permits the proper
use of verbs of movement" (150). Home, homeland, desh, bari, coming, going,
nationalism, map and borders are all concepts that are problematic in the novel.
That particular quest of looking for a home is eventually what propels the
redoubtable grandmother to embark upon a rescuing mission of their uncle across
the border in Dhaka. As the narrator explains, "For people like my grandmother,
who have no home but in memory, learn to be very skilled in the art of
recollection" (Ghosh 194). Among all the characters of this book, hers perhaps is
the most strident form of nationalism. It does not come as a surprise to the reader
though, simply because while Ghosh's characters all share a palpably comparable
longing for a "home" it is Thamma who believes in giving blood for it. At one
point in the novel Tha'mma declares that Ila has no right to a home in Britain as
her ancestors had not given their blood for it, so it could never be her nation, her
desh.
Incidentally, her Jethamoshai an uncle is another shining example of a
character whose caustic remarks prove the entire Partition exercise pointless _ "I
don't believe in this India Shindia. Once you start moving, you never stop, he
said. It's all very well, you're going away now, but suppose when you get there
they decide to draw another line somewhere?" (Ghosh, 215) The takeaway from
this rant is not that he is above and beyond the rescue his nieces think he so
desperately needs but that once a line is drawn to alter the ones that never were,
there is no turning back, no stopping. In the case of India, therefore, what the
Radcliffe Commission did can never be undone _ only aggravated.
The novel culminates in the death of Tridib in a religious riot in the other
half of Bengal in Pakistan. With that the narrator asks the reader to share in his
own experience and unlearn everything he had learned about borders and religion
and identity. His death in a religious riot that rocked both sides of Bengal is a
testament to the religious and cultural reality of the subcontinent. A seemingly
innocent loss of the Prophet's hair from Kashmir perpetuates repercussions that
prove reality is strangely similar across the borders in the subcontinent. Also
crucial is May's involvement in that pivotal moment that forever changed the
lives of the characters. In the end when the narrator lay in the arms of May, his
uncle's lover, he not only questions his nationhood, but also begins to dismiss the
necessity of it. By the denouement of the novel, he not only questions the
relevance and validity of political and religiously constituted nation space but relearns the meaning of being a child of "a free state" (Ghosh 242).
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In Imagined Communities Benedict Anderson argues that "the nation is
always conceived as a deep, horizontal comradeship. Ultimately, it is this
fraternity that makes it possible, […] for so many millions of people, not so much
to kill, as willingly to die for such limited imaginings" (Anderson 7). In the
context of India and Pakistan that comradeship includes religion. The way that
religious conflict plays out in The Shadow Lines is problematic. In State and
Politics in India, Partha Chatterjee argues that the concept of nation state is
largely formed in western social scientific thoughts. Thus when the idea is applied
to the subcontinent, its effectiveness is negligible (Chatterjee 24). The practical
problem, according to Chatterjee, is that in adopting the paradigm of nation-state
post-colonial administrators blinded themselves to new possibilities of thinking
outside Western categories.
Not only does Tridib's death help negotiate the legacies of artificial
boundaries erected through Partition, Ghosh is also interested in challenging the
very question of national identity. The tendency emerges through the character of
May in The Shadow Lines. The events leading to Tridib's death and the narrator's
own personal encounter with violence are in fact ripple effects of one particular
event _ the disappearance of a sacred relic, the hair of the Prophet Mohammad
from Hazratbal Mosque of Kashmir. During the first days of riot, Kashmiri
Muslims and Hindus did not fight each other; their common enemy was the
establishment. Still, as with any war that is waged between "oneself and one's
mirror image," tension mounted to a fever pitch in East Pakistan and India as
Hindu refugees began pouring over to India and mobs went ruthless on the
Muslims in Kolkata (200). The way Ghosh ties together the two events of Tridib's
death in Dhaka and the schoolboy narrator's encounter with the riot in Kolkata is
symbolic. It goes on to show that reality is the same across the border in the
subcontinent. While discussing Hindu Kolkata and Muslim Pakistan, Singh
argues that "the signs and effects of religious and national identity are shown to
spill over the constraints imposed by the agencies of power that endeavor to
cordon off a space as its own" (170).2 The allegorical tattered old atlas Tridib uses
to teach his nephew about the fluidity of borders also confirm that geography has
little significance in terms of people's perception of religion and national identity.
Singh stresses, "The compression into a narrow time-slot of systematic events,
mirroring each other across the border, is a ploy utilized in the narrative to
2

Sujala Singh notes: "It is in dreams and memory, and in the particular arrangement of their narratives, that the
silences in the discourses of the public spheres are prized upon by the juxtaposing of spaces and the freezing of time,
in parody of the ways in which the newspapers do the same" (169). She also suggests that Tridib's death "invites us to
read off an allegory of sectarian nationalist identity in post-Partition India" (170).
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indicate how any carved-out notion of a communal or national identity is
haunted by the spectre, the reflection, of the constitutive Other"(169). At the
heart of Ghosh's novel, thus, is a quest to find meaning in this meaningless of
borders, partitions and separations.
While the concept of entangled identity is quite appropriate in the context
of the subcontinent, how effective is it in terms of England and India, as those
two imagined geographies are represented through Tridib and May? May's is a
complex characterization by Ghosh: she falls in love with the good-humored,
wise-beyond-his-years Tridib almost as quickly as she judges the ways in which a
post-Partition India functions. From her altruistic rescuing of a dying dog in the
streets of Kolkata to her sheer repulsion in discovering a giant, imported oak
dining table at the Chowdhury household _ May's response to India is complex.
However, what most complicates May's position in the novel is her involvement
in Tridib's death at Dhaka. When the little rescue force comprised by the Bose
sisters, Tridib and May try to take the senile Jethamoshai back with them to
Kolkata, her actions cause irrevocable damage in the lives of the central
characters. When an angry mob assaults the driver and the uncle, May's superior
'Memshahib' attitude makes her jump out of the car to help (218). Her action
prompts Tridib to jump right into the frenzy and leads him to his eventual death
within minutes (alongside the old uncle and the driver). Was she acting out of
superiority? Her feeling of guilt is clear affirms that when she confesses that she
was not "going to listen to a stupid, cowardly old woman" and she that she did
try to be a "heroine" (245). How responsible does that make her though? Should
she have had a better grasp of the unique situation of mirrored reality across the
border in Dhaka? This stray, singular moment of violence caused by individuals
who want to fuel the differences between communities and the individual actions
of May and Tridib accentuate the necessity for individual action to confront such
communal agitation.
Yet, question remains: is individual action enough? Tridib's death was a
sacrifice; Ghosh insists, "Tridib gave himself up. It was a sacrifice" (246). He had
died in Dhaka, a city he had little intimate history with, and in the hands of a
stray group of rioters for a cause he cared nothing about. It was love that
propelled Tridib to meet his doom, not religion and definitely not nationalism.
The deaths of Khalil (the driver), the old uncle and Tridib stand independently,
away from the actual riot that broke apart the Hindu and Muslim population in
India and East Pakistan. Somehow, it provides a romantic ending for Tridib and
May where two different people from two different continents, cultures and races
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finally come together. It gives Tridib and May a chance to finally consummate
their mostly chaste relationship. Through their union in death, Ghosh asks his
characters to forget their differences and the nations they represent. The lines
that separate the central characters, thus, are not only of borders and frontiers,
but also of present and past, self and image, colonizer and colonized. In a way,
Ghosh thus offers an opportunity to his readers (and characters) to evade the
enmeshed complexities of differences borders enact on humans.

II
In light of the multiple kinds of boundaries that divide characters from one
another and in the context of the example of May and her character's
representation of a romantic and private transcendence, what really are the
consequences of imagined nation space in Ghosh's The Shadow Lines? The only
time the expanded Dutta-Chowdhury family members deal with a persisting
Hindu-Muslim conflict in a post-Partition era is during Tridib's death. The
terrible ending haunts the lives of Robi, May and the narrator for the rest of
their lives and it leaves some form of conflicted feelings in the other characters.
Ghosh insists that the Muslims and Hindus of India and East Pakistan were
almost helpless in their participation in the 1964 riot. On the one hand, the
narrator remembers the fear that crippled him during the nightmarish bus-ride
in 1964, "it is a fear that comes of the knowledge that normalcy is utterly
contingent" (200); on the other, Ghosh asserts "there were innumerable cases of
Muslims in East Pakistan giving shelter to Hindus, often at the cost of their own
lives, and equally, in India, of Hindus sheltering Muslims" (225). When the
college-age narrator realizes that Tridib was killed by a mob in Dhaka in the same
riot that engulfed Kolkata, he realizes "there will always be something that will
connect Calcutta to Dhaka, Bengali to Bengali. Even in their self-destructive
violence the people of East and West Bengal exhibit their common inheritance
and kinship" (225). One of the major consequences that arises from the
depiction of the riot is the narrator's realization of the similarities between these
two seemingly unrelated events. The reasons for Tridib's death in Dhaka are
discovered (by the narrator) in deep layers of private as well as public history.3
Thus when the narrator tries to excavate his memories of that event he is
3

"Sujala Singh stresses the following, "In the second movement, 'coming home', this conceptualization of his private
memory is contextualized within public histories, and punctuated by the calendar dates of singular events. The sweep
of his early vision gets marked up for divisions of war, religion and gender, and he has to grow up to face the
responsibilities imposed by stories that refuse to let his outlook transcend them" (162). She goes on to argue that
"Tridib himself appears from a fragment of newspaper article from a long time ago, cut down by the horrors of the
religious lines drawn across maps and between people" (162).
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incapable of separating the two. Years later, as a PhD student the narrator's
memory is jogged by an Australian expert in Asian Studies and he begins to see
through the texture of the events. Once the narrator researches the archives and
gets all the data in his hands, he begins his "strangest journey: a voyage into a
land outside space, an expanse without distances; a land of looking-glass events"
(Ghosh, 219). This act of going to the library to support his claims of a terrible
riot in 1964 in which the number of deaths was not a lot less than the war of
1962 shows that India's political history is anything but objective. As Ghosh
rightly notes, this is how the subcontinent functions _ for just shy of two weeks
after the riot ended the newspapers stopped writing about it. Ghosh brings to
light an amnesiac tendency to gloss over painful details, an eerie capacity to
move on even after something so avoidably tragic happens. "I believed in the
reality of space; I believed that distance separates; I believed that across the
border there existed another reality" says the narrator and slowly, with time, he
begins to unlearn everything he had known (214).
In the end, when in honor of Tridib's memory, the narrator chooses to
unlearn the national divide resulting from Partition and instead embraces
homogeneity, Ghosh offers his readers some kind of a solace. The Bartholomew
Atlas, Tridib's dreams for his nephew to "worlds to travel in and…eyes to see
them with," all conspire to challenge the very concept of imagined boundaries in
the subcontinent (20). As the narrator recalls his memory of the riot, he realizes:
"It is this that sets apart the thousand million people who inhabit the
subcontinent form the rest of the world _ not language, not food, not music _ it
is the special quality of loneliness that grows out of the fear of the war between
oneself and one's image in the mirror" (200). Ultimately, the novel offers just that
_ to brave that war and reconcile.
Ghosh's novels, almost all of them steeped in history have a tendency to
accommodate views that can only be suited to someone like him _ a true global
writer who is comfortably rooted in his own identity. The Circle of Reason (1986)
too, begins in Bengal, criss-crosses across India, moves on to the Middle East, and
ends somewhere in Africa. The same holds true for The Calcutta Chromosome
(1995) _ travelling back and forth between colonial India and twentieth-century
New York and Kolkata and In an Antique Land (1993) which moves backward
and forward in history and traverses a track as widespread as the Middle East,
India, Africa, Europe and North America. In short, his novels, although mostly
situated in India, are never shy of being global and never afraid of redefining
concepts such as time, spatiality and temporality.
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All his life, the young narrator of The Shadow Lines aspires to rise above his
Kolkata-based existence. His fascination with the cafes in Madrid, the corner store
in Brick Lane and that old atlas show a kind of strange obsession with a world that
has no boundaries; yet he is forever impatient to intrude in it. Tridib and his
nephew's shared desire to bring together an already fractured world comes from
their own personal incapability to belong. In The Location of Culture Homi Bhaba
argues, "Our nation-centered view of sovereign citizenship can only comprehend
the predicament of minoritatian 'belonging' as a problem of ontology _ a question
of belonging to a race, a gender, a class, a generation become a kind of 'second
nature', a primordial identification, an inheritance of tradition, a naturalization of
the problems if citizenship" (xvii). Through Tridib and his nephew's relationship
with May, Ghosh tries to connect the imperial center and the former colony. His
cosmopolitan characters make colonial and postcolonial history come together and
Ghosh eventually captures the perspectival view of time, space and events in this
book that attach people together. Finally, The Shadow Lines offers us hope. While
admitting the many complexities of cultural and national identification in the
subcontinent Ghosh nonetheless opts to offer a narrative conclusion where divisive
lines which threaten our common humanity cease to exist and where individual
resistance comes out triumphant.
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History as Aesthetics in the
African Novel: a Reading of
Kane's Ambiguous Adventure
Sola Afolayan
University of Ado Ekiti

Introduction
African literature is as unique as the African people themselves. This is because,
among other reasons, there is no way it can be interpreted outside the people and
their past experiences. This is why it seems as if every African novel is a piece of
history. Hyppolyte Taine, the father of historical determinism in literary criticism,
has postulated that the best critical outfit which can evaluate the works of
literature will first consider the history that is behind the author of the work,
stressing that:
It was perceived that a work of literature is not a mere
play of imagination, a solitary caprice of a heated
brain, but a transcript of contemporary manners, a
type of a certain kind of mind. It was concluded that
one might retrace from the moment of literature the
style of man's feelings and thought for centuries back
(1971:602)
Although we have some pieces of literature that are cut out of historical facts,
Taine wants us to accept any literature as an evolution of the "embalmed" facts of
the writer's past. He, therefore, recommends that history forms the most crucial
index for the understanding of any piece of literature. Hence, he further asserts:
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- a poem, a code of laws, a declaration of faith? This
you say was not created alone. It is but a mould, like a
fossil shell, an imprint, like one of those shapes
embossed in stone by an animal which lived and
perished. Under the shell there was an animal and
behind the document [literature] there was a man.
Why do you study the shell, except to represent to
yourself the animal? So do you study the document
only in order to know the man? The shell and the
document are lifeless wrecks, valuable only as a clue to
the entire and living existence… It is a mistake to
study the document as it were isolated (1971:602).
This, no doubt, re-echoes my intention expressed elsewhere in a paper titled
"Psychoanalytical Criticism: Evincing the Dynamics of the Mind in the African
Novel", to view most African literary works as products of writers whose minds
have already been fossilized by historical experiences.
Taine tells us to study the historical background of the author and place of
the text in focus because he believes that as a dead animal lies behind a fossil, there
is a history behind the work and its author. To him, therefore, an author's historical
experiences are germane in the metamorphosis of his creativity. The historical critic
believes that it is logical for any reader to assume that an author's experience always
shapes his writings. To limit the scope of analysis to Africa, we discover that African
novelists, at certain points of their artistic endeavours, concentrated on the colonial
experiences of the people. Then, the emphasis was on an Africa under the colonial
grip. The focus later shifted to the post-independence mess that characterizes postindependence sovereign Africa countries. Both of these commitments of the
African novelists have their sources in Africa's history.
According to Oyegoke, general literary theories often reveal setting, plot,
character and dialogue as "some essential elements" that are the discoverable
"general aesthetic rules and canons" of the novel (265). If this is universally true,
then it is true of the African novel only that the proper application of these rules
lies in the operation from a historico-literary standpoint when the text in focus is
the African novel (1996:268). This observation is credible because, "nothing
exists through some individual man: it is this individual with whom we must
become acquainted" (Taine, 1971:602). The understanding of the "individual
man" and, to a large extent, his works is contained in the understanding of his
history. This had led us to my acceptance of the historical approach to criticism
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i.e Historical Determinism, which I believe has a lot to offer in the evaluation and
interpretation of the African novel.

Historical Determinism: Theory and Principle
Historicist critics often analyse literature from two angles:
(i) they provide necessary contextual information necessary for the
understanding of the background of the literature
(ii) they show how literary texts reflect the ideas and attitudes of the
time in which they have been written.
According to Di Yanni (2002:2082), "these two general approaches to historical
criticism represent methods and approaches that might be termed "old
historicism" and "new historicism". Old historicism insists that a literary text
must be read with reference to the time and place of its creation. This, the
historicist believes, is necessary because "every literary work is a product of its
time and its world" (Di Yanni, 2002:2082). It is thus assumed that the
understanding of the socio-economic and political background and, perhaps, the
"intellectual currents" of the time of the preparation of a work, will go a long way
in the illumination of the work for generations of readers.
An insight into some historical facts about the pre-colonial Igbo society,
and those of the ensuing colonial presence, for example, will shed light on
Achebe's Things Fall Apart and this will enable readers to properly appreciate the
novel. Similarly, the understanding of most of the Francophone African novels,
more often than not, necessitates constant reference to the Assimilation Policy
and the Negritudinist historical antecedents.

Historicism and the African Novel
Like the old historicist, the new historicist critic also "considers historical contexts
of literary works essential for understanding them" (Di Yanni 2002:2082).
However, a significant difference between both varieties of historicism is that new
historicism emphasizes the analysis of historical paraphernalia with the same
intensity and scrutiny given the literary artefacts that abound in the text. Hence,
the new historicist analyzes and evaluates the historical materials that explain the
literature along with the literature, and will not merely consider it as a formgiving tendency. Part of the important features of the new historicism is its
concern for the examination of "power relations of rulers and subjects". This is an
59

VO L

3,

2 0 1 2

attribute it shares with the Marxist "node" of historical trajectory which
entrenches all socio-political happenings into the frame of history. The
assumption here, therefore, is that
texts, not only literary works, but also documents,
diaries, records and even institutions such as hospitals
and prisons, are ideological products culturally
constructed from the prevailing power structures that
dominate particular societies (Di Yanni"2002:2083).
It thus appears that new historicism, in valuing historical materials in the analysis
of any literary text, still appropriates some of the methods of the Marxist. This is
what further reveals to us that history not only constitute mere background for
the new historicist critic but rather an equally important text which is
inseparable from the literary work, which inevitably
reveals the conflicting power relations that underlie all
human interactions, from the small-scale interactions
of social institutions (Di Yanni 2002:2083).
Both variants of historical criticism contradict the stiff tenets of the formalists or
the structuralists who often limit their analysis of a literary work to its language
and semiotic structure. The historicist critic spends his time and interest on nonliterary materials _ history _ from the same time in which the work in focus was
produced with a view to getting a vital clue that will facilitate its evaluation and
judgement.
When we narrow all these down to the African literary tradition, we may
be forced to agree with Irele who posits:
To be meaningful, any kind of discussion of literature
implies a responsiveness not only to the text, in its
inherent capacity for suggestiveness through a unique
structure of signs and meanings, but also to those areas
of experience _ of feelings, attitudes and insight _
which that structure evokes to take on significance
(1981:24)
Irele's historical posture here is undoubtedly influenced by the fact that any
examination of the African literature must place it in the context in which it can
be meaningful. Irele's position also has its foundation in Howe's assumption that
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criticism is not a child's play "secondary though it always is to the work itself,
criticism offers seemingly endless possibilities for the discrimination of values, the
sharing of insights, the defence of a living culture" (1958:37). Invariably, all
African novels seem to provide "insights" into the culture, ideology, and politics
of the African people as these societal indices are the denominators of history. A
historical critic has the right to view literature as that which exists "to bring us a
sense and a perception of life to widen and sharpen our contact with existence…
And to know the experiences of others and to understand our own experience
better" (Perrine 1987:04).
A typical historicist critic of African literature will accordingly, not isolate
some novels as "historical" but will perceive all novels as portraying the history
behind their authors. Little wonder Gordimer in Black Interpreter observes that
"… if you want to know what war is like, and how people of a certain time and
background dealt with it as their personal situation, you must read War and
Peace" (8). Gordimer's submission here is clearly supported by Clingman when he
asserts lucidly that her opinion is that "fiction can present history as historians
cannot" (165). Like Gordimer, Clingman believes that novelists are historians
who are "themselves limited historically by being caught up in the process which
they attempt to describe". Far from being neutral or innocent assessment of
reality, "novels effectively take up ideological positions according to which that
reality is learned" (165).
It is clear, then, that history is the primary material which a novel offers.
This perspective is given adequate exposition by Mensah in his article, "The Use
of History: Three Historical Novels from West Africa" in which he posits that the
purpose of the novel is "to make the reader experience the psychology and ethics
of the past, not as a curiosity, but as a phase in mankind's development which is
of concern to the reader" (1996:69). Though Mensah, like Lukacs, has identified
what he calls "a tiny sample of the large corpus of 'historical fiction'" in the canon
of the novel, historical criticism is of the belief that all literatures are historical
since the purpose of every literary text is the "creation of the individual" whose
history is most likely that of the author (Goodwin Reneé "Literary Criticism"
http// literary explorer. Blondelibrarian .net/crit.literal).
Any novel is constituted of a "textual world" of conceptual relation where
text agents relate syntagmatically and paradigmatically. But there is always an
"outside world", which determines the novel's form though which is external to
it. One of the materials of this outside world is history, which the historicist
believes is the most credible aesthetic material. Quite often, in applying the tenets
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of historical determinism to literature, we are bound to explore the possibility of
the author's own history in his work. The result of this is biographical criticism
which brings to bear the author's life in the interpretation of a work. The
following scheme represents the point being made:
HISTORICAL DETERMINISM

OLD
HISTORICISM

IDEOLOGICAL
MILIEU

NEW
HISTORICISM

BIOGRAPHICAL
CRITICISM

SOCIOPOLITICAL
MILIEU

In the scheme, the nodes from both variants of historicism touch biographical
criticism to give the explanation that all variants of historical criticism may see the
author in his work and the result is biographical criticism. The curve that cuts
through the two variants extends clock-wise from the ideological milieu to the
socio-political to reflect how the historical approach to criticism entails recourse
to the ideological and socio-political milieu. The straight horizontal line that
connects the ideological milieu to biographical criticism is a reflection of the fact
that both are intertwined because a discussion of a work as the author's biography
is an indication of the author's ideology.

Ambiguous Adventure and the History of Cultural Genocide
The radical approach to the search for self-identify and self-determination has a
place in the literary formation of Francophone novelists. Omolafe explains the
situation thus:
In the search for cultural identify, various attempts
have been made by the African intellectual elite to
reflect on the topic of what has come to be known as
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the "African personality". This preoccupation arose as
a result of a number of factors.
On the one hand, it was a reaction to the biased view
of the western world which, until recent times, has
been one of contempt or denigration of the African
person (17).
This insight explains the temper of Francophone African novels. Abiola Irele
further elucidates this phenomenon in his book, The African Experience in
Literature and Ideology when he opines that
creative writing has been so consistently employed by
French-speaking black intellectuals to express
persuasive form and force to their ideological position
that it is justifiable to see their literature, especially
when viewed through its themes and its attitudes
(both explicit and implicit), as very largely a
component to their ideological writings. (1981:146)
One of the ideological movements that offers a better picture of Francophone
literary topography is the Negritude Movement. Negritude has been a part of
these writers' reasoning from the primordial stage of their literary development.
What may explain, for instance, why most Francophone novelists are bound
together by the spirit of Negritude is the fact that René Maran, the West Indian
who set the ball of the Francophone narrative in motion with the publication of
Batouala in 1921, was particularly identified, according to Irele, as "an important
forerunner of Negritude" (1981:146). Negritude is of course the ideological
movement championed by Sartre and Senghor. As Irele explains it, Negritude
can be taken here to describe the writing of the
French-speaking black intellectuals in their affirmation
of a black personality, and to designate the complex
ideas associated with their effort to define a new set of
references for the collective experience and awareness
of black people. (1981:68)
Apart from Batoulala, narratives like Bakary Diallo's Force bouté, Ousmane
socé Diop's Karim (1935), Birago Diop's Les Contes d'Amodou Koumba (1942),
Bernard Dadie's Legendes africaines (1950), Djibril Tamir Niame's Soundiata
(1960), Nazi Boni's Crepuscule des Temps anciens (1902), Abdoulaye Sadji's Nini
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(1954), Camara Laye's L'Enfant Noir (1953), Cheikh Hamidon Kane's
L'Aventure ambigue (1961) et cetera, are included in the corpus of Francophone
narratives. One important thing about all these narratives is that they have traits
of history in them. Among these authors, Camara Laye, Hamidou Kane
Ferdinard Oyono, Mongo Beti and Ousmane Sembene, are the most influential.
These novelists have authored narratives that promote African integrity, which is
all what Negritude is all about. Later, female writers like the Senegalese Aminata
Sow Fall and Mariama Ba, as well as radical writers like Alioum Fautoure, joined
the brigade of the Francophone nationalist writers. In any brief mention of the
classics of the Francophone novels one must also mention Kane's L'Aventure
Ambigue, translated into English by Katherine Woods as Ambiguous Adventure.
Ambiguous Adventure is according to Irele, "palpably an allegory derived
from a meditation upon the contemplative function of imaginative fiction"
(1981:167). As Irele further informs us, Kane himself accepts that his story is
nothing but "a narrative that is barely removed from a direct reporting from fact"
(1981:167). According to M'Baye, Ambiguous Adventure is
a historical and autobiographical novel written by a
Senegalese author who lived on different side of the
Atlantic ocean and who examined the change and
dilemma that the contact between France and Africa
brought into the cultures of Africans home and
abroad. The book is an essential work of African
history. (2006:194).
The ambiguity in Ambiguous Adventure begins to register when the most Royal
Lady conveys a town's forum where she states "I come here to say to you: I the
Most Royal Lady do not like the foreign school. I detest it. My opinion
nevertheless is that we should send our children there" (45). As the Most Royal
Lady delivers her speech we are made to understand the imminence of the
psycho-philosophical complication of Samba Diallo, Kane's protagonist.
The school in which I would place our children will
kill in them what today we love and rightly conserve
with care. Perhaps the very memory of us will die in
them. When they return from the school, there may
be those who will not recognize us. What I am
proposing is that we should agree to die in our
children's hearts and that the foreigners who have
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defeated us should fill the place, wholly, which we
shall have left free (46).
The historical outlook of Ambiguous Adventure is further captured by Irele in one
of his latest books - African Imagination (2001) in which he points out that the
novel looks
back to the early years of French occupations in
Sahelian West Africa to the period of transaction
between the dissolution of the precolonial Islamic
States in the region and the full establishment of the
French colonial administration as the point of
departure of the narrative (2001:87).
M'Baye also tells us that Kane's novel is historical as the author captures the
transformations, anxieties and ambivalences that colonization created in the lives
of modern African people as they attempted to define their identities and
understand the nature of their relationship to the west (2006). Hence, drawing
from the socio-political and cultural contexts of the time of his upbringing and
development in Senegal; as well as from the period of his experience as an
expatriate in France, Kane "fictionalized the consequence that geographical
displacement and fragmentation of Black identity created in the lives of modern
African (M'Baye, 2006:194).
Kane is, as such, not alien to the kind of disintegration of black identity
that Samba experiences and which consequently decimate his psychophilosophical status. This is because, like Samba, Kane was sent to a French
school when he was about ten years old. He also studied philosophy at a
university in Paris only to return home in disillusionment that emanated from
colonization. Therefore, through Samba we are acquainted with the mind of the
educated African whose culture and tradition the westerners have adjudged
inferior. Kane himself admitted the historicity, or historicalness, of his novel when
he agreed:
I was pushed by the desire to say that our societies had
in themselves a profound reality. That any desire to
assimilate them was an error since they have their own
basic civilization [and it] was to justify colonization
that the Europeans pretended that we were not human
beings. (cited in Irele 2001:04)
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It was, most likely, in his attempt to explain African history that Kane inverts a
plausible character and gives him the name "Samba", which, we are told, is
actually Kane's house-name. Kane sets Samba to France where the latter discovers
that he cannot identify with western values because of his Afrikoranic
background. In France, "Samba also realizes that he cannot easily return to the
stable [of ] African Islamic and cultural traditions that had produced him" and his
case becomes quite tragic (M'Baye, 2006:195). When Samba returns to his
Diallobe environment, the devastating complexity that the ambiguity of his "self"
has created finally results in his death. He returns to the country of the Diallobé
after Thieno, his former Koranic teacher, dies. As M'Baye observes
[s]ummoned by his father, Samba arrives the country of
the Diallobe late and, on account of being acculturated
and lost in philosophical meditation, refuses to kneel
and pray in front of this teacher's grave. It is at the
unexpected moment that the character of Le Fou [the
Fool], who had been Thieno's assistant during Samba's
absence stabs Samba to death (195).
The drama that results in Samba's death is best presented through a long quote
from the text:
Samba Diallo felt that someone was shaking him. He
raised his head.
"The shadows are falling. See, it is sunlight. Let us
pray" said the fool, gravely.
Samba Diallo made no response.
"Let us pray, oh, let us pray," the fool implored. If we
do not pray immediately, the hour will pass, and
neither of the two will be content"
"Who?"
"The teacher and his friend. Let us pray, oh, let us
pray!"
He had seized Samba Diallo at the neck of his
boubon, and was shaking him.
"Let us pray, speak, let us pray."… Samba Diallo
pushed him from himself and got up to go away.
"You cannot go away like that, without praying!" the
fool cried. Stop, oh stop! You cannot!"…
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"You cannot go away. Stop, oh stop! Master -" … As
he spoke, the fool had begun to walk along behind
Samba Diallo, burrowing feverishly into the depths of
his frock-coat.
"Thou wouldst not know how to forget me like that. I
will not agree, alone for us too, to suffer from thy
withdrawal. I will not agree. No…"
The fool was in front of him.
"Promise me that you will pray tomorrow"
"No. I do not agree…"
Without noticing, he had spoken these words aloud.
It was then that the fool drew his weapon, and
suddenly everything went black around Samba Diallo.
(173 - 174)
Readers feel a great deal of pathos at the death of the protagonist. A myriad of
philosophical questions could, therefore, be raised around the death of Samba
Diallo. However, Samba's antecedents suggests the hard task of knowing how to
find a balance between African and western values. This reminds one of Du Bois's
idea of "double consciousness" with which he explains the attempt to work out
the line between African and western culture for the average modern African. In
Du Bois's words the situation is
… a peculiar sensation, the double consciousness, the
size of always looking at one's self through the eyes of
others, of measuring one's soul by the tape of a world
that looks on in amused contempt and pity. One ever
feels his two-ness… two souls, two thoughts, two
unreconciled things: two warring ideals in one dark
body, whose dogged strength alone keeps it from being
torn asunder. (1965:2)
The thesis of this paper aligns with that of Du Bois's since the motivation here
lies in the attempt at fathoming a solution to the problem of the absence of a real
African Identity. Before his final assassination by the fool, Samba has been
culturally assassinated because he has been recreated culturally to look through
the European's eyes. Bisi Ogunsina, a professor of Linguistics and Yoruba studies,
discerns the Eurocentric sentiment that Kane and his contemporaries repudiate in
their works when he asserts,
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Fun òpòlopò odún seyìn ni awon oyinbo amúnisìn ti
gba pe awon ni akódá, adédàá ati awise lori ìmò-ìjìnlèèrò (philosophy) ati orisiirisii imo-eko. Ninu ironu
tiwon, eniyan dudu ko ni imo-itan, litireso, imo-ede,
sayensi, imo-ero, imo-ijinle ero abbl. L'oju tiwon
oyinbo nikan ni orisun imo. Won si ri i gege bi ojuse
won lati maa fi imo won ko iran eniyan dudu. Iru ero
yii lo mu ki Rev. Leo Taylor so ninu idanilekoo kan ni
Eko ni odun 1942 pe: "since you have no literature of
your own, you must study the English literature". Iru
ironu yii lo mu ko je pe fun odun gbooro, litireso ile
Geesi lo gbile gboko, jakejado ile eniyan dudu (105).
(For many years past, the colonial masters have always
seen themselves as the superior in all forms of
knowledge _ philosophy and all forms of education.
Simply because of this mindset, it is assumed that the
blacks do not have their own history, literature,
linguistic, science, technology, engineering et cetera. In
fact to the colonialists, the whites are the only origin
of knowledge. As such, they saw it as incumbent on
them to impose their own type of knowledge on
generations of black Africans. Because of such
prejudice Rev. Leo Taylor could once say in a lecture
delivered in Lagos in 1924 "since you have no
literature of your own, you must study the English
literature". This kind of mindset is responsible for why
the English literature was popular within the African
setting for a very long time (my translation.)
This quote gives the contextual background upon which the interactions between
the black man and his white master is premised. In fact, for the Francophone
African the case is even more pathetic.
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Conclusion
For the historical critic to ask what a piece of work means is to ask what the
author meant when he created it. Historical critics are more often concerned with
the causal links which indicate that the text is the product of the author's milieu,
which is in turn the product of his own age. As The Golden Papers of Criticism 2
(2010) tells us, "the poem's real meaning is always in the past, even if sometimes
in the very near past, and the search for that meaning is the search for the
author's original intention" (2). From the analysis of Kane's Ambiguous
Adventure, it becomes obvious that the author and his age coalesce into meaning
and as argued in the body of the paper, there is very little a critic can do in the
analysis of the text if he fails to place its content upon the pedestal of what the
author and his environment experienced.
In Ambiguous Adventure, Kane evinces the impact of colonisation and with
the eventual death of his protagonist he seems to advocate the need for
decolonization of Africa from the grip of newer forms of slavery. The history that
supplied inspiration for Kane and his contemporaries both in the Francophone
and the Anglophone literary enterprises is still evergreen. As M'Baye notes.
From the 1880's to the 1960's France, Britain, and
Portugal took the land of African and forced the
people to work for the posterity of their social lives as
Europeans took their freedom and compelled them to
work for the benefit of a foreign hegemonic power
that had no other goal but to exploit African labour
and raw material. (196)
While Francophone writers such as Mariama Ba and Sow Fall, perhaps because of
their gender, were motivated to re-present the post-independence
political/Feminist struggle of the African women, Kane was more pre-occupied
with reflection of the flagrant bastardization of the African selfhood. Certainly in
Ambiguous Adventure, we have the subtle presentation of this bastardization. This
presentation characterizes most Francophone novelists leading Palmer to conclude
that such is the "reaction to the consequence of western infiltration of traditional
African society" (124).
Kane thus set out on an agenda to represent the history of his people. This
statement may, however, not go down well with the New Critic who queries the
significance of the critic's knowledge of the author's intention. To such a person,
a critic has committed a crime that he tags as intentional fallacy if he attempts to
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retrieve a text's meaning from anywhere else except from the text itself. The New
Critic advises that a critic must react to a piece of literature by staying within the
intrinsic attributes of the text. One then wonders how apt it would be to adhere
to this advice in the evaluation of Kane's Ambiguous Adventure which the author
himself confirms is composed with materials that are drawn from historical
material of Francophone Africa.
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Abstract
It has been assumed that with the rising importance of English as a global language (Crystal,
1997) that 'the centre' (native English speaking countries) produced ELT materials have
become tools, using which linguistic as well as cultural imperialism may take place in 'the
periphery' (non-native English speaking countries) contexts marginalizing local needs and
cultures (Phillipson 1992; Pennycook, 1994; Kumaravadivelu, 2003, 2006). Therefore, the
authorial ownership of materials can be given to local experts who know about the culture,
needs and realities of local communities (Kumaravadivelu, 2006). Taking these issues into
account, this paper aims to examine how far the locally produced textbooks, English for Today
(Class 1-5), have been able to resist cultural imperialism at the primary level in Bangladesh.
The analysis of the cultural contents of these textbooks reveals that though these locally
produced materials have been able to resist cultural imperialism to some extent, they still have
some limitations regarding the way exposure has been provided to the local as well as the
target cultures.

1. Introduction
It is argued in certain parts of applied linguistics literature that this is an age of
empire and globalization, (Kumaravadivelu, 2006) and English is the dominant
language of this globalized world (Crystal, 1997). With the rising importance of
English, it has been assumed that the centre (native-English speaking countries)
have been producing English language textbooks that are becoming tools using
which neo-imperialism is taking place in English as a foreign language (EFL) or
in English as a second language (ESL) contexts (Kumaravadivelu, 2003, 2006).
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From this viewpoint, the use of these textbooks in the EFL or ESL
classrooms has been considered as one of the mediums through which the centre
is engineering cultural imperialism in the periphery (non-native English speaking)
countries; in the process marginalizing local cultures and languages (Phillipson,
1992). To face this assumed threat of cultural hegemony and to decentralize
textbooks, the authorial ownership of materials can be given to local experts who
know about the cultural variations, needs and situations of local communities
(Kumaravadivelu, 2006).
As Bangladesh is a developing country, its government has also become
interested in getting more access to this global language which may be considered
as the gatekeeper to the global economy and the key to higher education, science
and technological advancement (Seargeant & Erling, 2011). The government of
Bangladesh believes that the large population of the country can be turned into
human capital by acquiring communicative competence in English (Hamid &
Baldauf, 2008).
Therefore, the Bangladesh government has introduced a competency-based
curriculum at the primary level (Classes 1-5) in 1992. That curriculum was
revised adopting "communicative language teaching" (CLT) as the official
methodology, replacing the traditional "grammar translation method" in 2002 so
that learners' basic communication skills in English could be developed (Hamid,
2010). This curricular innovation led to the redesigning and restructuring of
primary textbooks by local-experts. The publication of these textbooks was also
carried out by the National Curriculum and Textbook Board (NCTB) of the
country. As a result, it can be hypothesized that these locally produced ELT
materials will be able to reflect the cultural variations, needs, beliefs and situations
of local communities successfully.
This paper aims to examine how far the locally designed and produced
textbooks have been able to resist cultural imperialism at primary level classrooms
in Bangladesh in view of these developments. The first section of this paper
focuses on the theoretical underpinnings of restructuring textbooks. The second
part highlights the primary ELT scenario of Bangladesh. The third section
discusses the cultural content of the textbooks, and the last part includes some
recommendations and the conclusion.
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2. Theoretical Underpinnings of Restructuring Textbooks
2.1 ELT and Cultural Imperialism
According to Richards (2008, p. 2), critical theorists have taken 'the status of
English, the drain on education resources it demands in many countries, and its
role in facilitating domination by multinational companies' into account in 'this
age of change', and found that ELT may have underlying political attachments.
ELT activities have been viewed as the reincarnation of colonialism of the centre
from this strand, and this hegemony has been seen to be promoted by the
marketing of the British and American textbooks in periphery countries
(Phillipson, 1992; Pennycook, 1994; Canagarajah, 1999). In this way, countries
of the centre are perhaps trying to impose their own culture disregarding local
cultures which are related to the values, beliefs, purposes and activities of local
communities. Therefore, Phillipson (1992) has argued that ELT can be seen as
the facilitator of linguistic imperialism and mentions that "the tenets of ELT have
ideological and structural consequences. They serve to strengthen the hold of the
centre over the periphery" (p. 192).
Pennycook (1995, p. 43) has also declared that English can be seen as 'the
language of international capitalism' and due to that factor it may promote the
supremacy of English discourse (written or spoken) over all other languages of the
world. Thus the superior image of the native speakers can be established in the
periphery countries. This kind of imperialism may result in inequalities in all
fields including economics, politics, education, culture and communication. He,
therefore, has argued that "the expansion of English language education is …
both a continuation of the racist hierarchies of colonial rule and of the colonial
construction of the inherent superiority of the native speaker" (Pennycook, 1998,
p. 194).
Similarly, Fairclough (1989, p.43) has pointed out that English discourse
may have 'power in and behind' it and inferred that this type of discourse in the
social milieu may lead to further imperialism. From this perspective, when
learners start acquiring English, they may also start accepting the cultural,
political and economic values of the dominant group to gain mastery over the
target language (TL). This kind of acceptance can occur because teaching and
learning always involves the 'transfer and negotiation' of some kind of values and
interests (Canagrajah, 1999, p.17). This transmission in different ELT contexts
may lead to cultural homogenization and pave the way for cultural imperialism
(Kumaravadivelu, 2003).
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Therefore, cultural imperialism (cf. MacDonalization cited by Ritzer,
1993) has been viewed as a process whereby the centre may try to win over
second language (L2) learners by gaining their 'empathy towards and appreciation
for' TL communities (Kumaravadivelu, 2003, p. 268). SL learners may give into
this homogenization and integration process by adopting the norms of the target
culture by assuming that detailed knowledge about the target culture and its
communities will help them to gain mastery over English, the 'linguistic power'
(Kachru, 1986, p.1). Thus, cultural imperialism may take place in ESL or EFL
contexts.
However, Phillipson's (1992) views on linguistic imperialism has been
criticized by Bisong (1995) who has argued that users of English in periphery
countries may have the ability to choose languages independently considering
various sociolinguistic realities of local communities (e.g. Nigeria). Therefore, the
promotion of ELT in these countries may not be a practice of linguistic
hegemony; rather, it may have been facilitating the communication process in
multilingual contexts. Similarly, Conrad (1996, p. 20) has also considered that
Phillipson's (1992) framework of linguistic imperialism is built on an assumption
of power asymmetry, and it presumes that 'to learn a language is to become
dominated by it'. Therefore, following this kind of framework can lead to
committing 'empirical errors' in any studies.
In spite of these criticisms, Phillipson's (1992) arguments about
linguistic imperialism have raised questions which can clarify the ethical
dimensions of ELT. And it can make the ELT practitioners more sensitive to their
own cultural and national priorities.
2.2 Risks of Using Global Textbooks
With the rise of worldwide interest in English, the textbook publishing industries
of the centre have concentrated on marketing global textbooks which have been
'designed' to serve ELT all over the world (Block & Cameron, 2002, p.10). Thus
they are probably meeting the demands of thousands of copies of textbooks
produced in English and generating a great deal of wealth (Gray, 2002). Headway
(Soars & Soars, 1986, 1991, 1996, 2003) and Cutting Edge Intermediate
(Cunningham & Moor, 2005) are good examples of these textbooks. The
publishers of the books have often gained an easy access to local markets because
though ELT is now being practiced widely all over the world, the approaches,
methods, materials and techniques of ELT and its supporting teacher-training
programs are still generally directed by the center to periphery countries
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(Canagarajah, 1999; Kumaravadivelu, 2006). In this way, the centre's 'firm grip
over textbook authorship and production' may have been tightening in periphery
ELT communities (Kumaravadivelu, ibid, p.15).
Moreover, the use of global textbooks can have many other adverse effects.
Since these textbooks can be "used by students at a particular level and age group
anywhere in the world regardless of culture" (Ranalli, 2003, pp. 3-4), they usually
portray native speaker-oriented standard English disregarding local as well as
other varieties of English (Pennycook, 1994; Gray, 2002). The underlying
intention of these textbooks may even be to connect people by promoting target
culture-oriented homogeneity around the world (Kumaravadivelu, 2003).
The connectedness of these textbooks, therefore, can be seen as one of the
manifestations of the globalization process as it has been argued that
"globalization merely implies greater interconnectedness and deterritorialisation"
(Waters cited in Edwards & Usher, 2008, p. 23). Moreover, nowadays content of
these textbooks may have been 'deterritorialzed' by including not only native
speakers' settings but also international contexts to show 'English as an
increasingly global language' (Gray, 2002, p. 157). Still, these textbooks may
discriminate between the centre and the periphery countries because these books
can convey 'ideologies' from the 'culturally dominant' counties to the 'less
dominant' countries through the medium of 'English in any of its countless world
varieties' (Derbel & Richards, 2007, par. 3).
Moreover, according to Gray (2002) global textbooks mainly focus on
'aspirational' content by including topics such as traveling, holidays and shopping
which may encourage learners' to 'aspire to' such activities (p. 161). Though this
type of content may have drawn lots of learners' attention, they can breach the
learners' bonding with their local cultures. Thus, they may raise learners'
integrative interest in knowing the 'cosmopolitan cultures' of 'materialistic'
lifestyles portrayed in these books through English (Brown cited in Gray, ibid,
p.160). Therefore, these books may not only carry cultural trappings with them
but also have an 'one size fits all' approach in terms of their topic choices (Gray,
ibid, p.159).
Tomlinson (2008, p. 3) has also criticized these global textbooks. He
argues that these textbooks may not be able to provide L2 learners with 'the
provision of opportunities for acquisition and development' because these books
have not been designed according to learner's individualistic needs and learning
styles which are conditioned by their local environments and learning culture.
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Consequently, many EFL and ESL learners may fail to achieve a
satisfactory level of competence in English. Therefore, Tomlinson (ibid) has
pointed out that local and well-designed non-commercial materials will be better
in comparison to global textbooks for teaching English in EFL or ESL contexts.
Additionally, teaching materials should reflect 'the reality of language use'
(Tomlinson, 2003, p.22) and try to raise learners' critical awareness and
sensitivity (Byram & Flemming, 1998). However, the producers of global
textbooks may have not taken all these issues into account since these books may
not emphasize the local realities (Gray, 2002). Therefore, ELT textbooks
produced locally can be considered as a better option for teaching the TL rather
than global textbooks.
2.3 Textbook Content and Raising Cultural Awareness
Kumaravadivelu (2006, p. 17) suggests using English only as a tool for
communication in periphery ESL or EFL communities in the face of these assumed
hegemonic threats from global textbooks. This can be followed by the
'transformative restructuring' of teaching English as a second language (TESOL)
activities from philosophical, pedagogical and attitudinal perspectives. From a
pedagogical viewpoint, he advises these communities to design their own ELT
materials by portraying mainly local cultures. Similarly, Markee (1997) and McKay
(2003) mention that the local culture can play a crucial role in the choice of the
appropriate methodology and teaching materials for a particular community,
thereby producing great support for carrying out curricular innovation.
Therefore, a question could be raised: what type of critical awareness
should be nurtured through locally produced materials? Fairclough (1992)
suggests raising learners' critical language awareness (CLA) by making "language
itself the object of critical scrutiny _ both language as social practice and language
as social process, evidenced in reading and writing texts" (Wallace, 2002, p.112).
Thus, L2 learners will become conscious of the idea that TL can be modified and
used only as a tool for communication to meet their diversified communicative
needs in both local and international contexts. This critical awareness will help
the learners in 'sensitizing' themselves to the 'social inequalities that confront'
them and develop their 'necessary capabilities for assessing those inequalities'
regarding language use (Kumaravadivelu, 2003, p. 164).
Kramsch and Sullivan (1996, p. 210) also proposes promoting an
'appropriate pedagogy which would, at the same time be a pedagogy of
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appropriation'. This pedagogy will take into account both global and local needs
of L2 learners according to learning contexts. It will disregard the native speakeroriented authentic pedagogy that mainly aims to foster the use of a particular
variety of English across diversified socio-cultural contexts by ignoring learner's
needs. Therefore, though Byram (1997) suggests nurturing learners' critical
cultural awareness by making them aware of the importance of negotiating
meaning, social roles and relationships according to their L1 and L2 cultures,
Baker (2012) argues that only L1 and L2 oriented cultural awareness will not be
helpful for functioning in a globalizing world. To survive in such a world, learners
will need to acquire intercultural awareness which will prepare them for taking
part in intercultural communication in multilingual and multicultural contexts.
Therefore, local experts should take all such cultural-awareness related issues into
account while designing teaching materials.
2.4 Raising Cultural Awareness among Young Learners (YLs)
Fairclough (1992), Vickov (2007) and Nieto (2010) particularly recommends
raising the CLA of children because cultural ideologies can play an important role
in conditioning children's cognitive and social development. According to Vickov
(2007, p. 108) 'developing the awareness of learners' own cultural identity and
nationhood should be given more importance in case of YLs because this would
help them to form ideas about their own cultural identity and serve as 'a basis for
understanding' other cultures in the long run. Therefore, in EFL classes, YLs'
familiar concepts based on their local culture and environment can be introduced
earlier than the target culture which will help them to understand new concepts
in relation to their L1 (Vilke cited in Vickov, 2007, p. 108).
Additionally, Tomlinson (2003) and Hill (2003) point out that selection of
culturally appropriate visuals is very important in designing materials for YLs.
Since these learners may have very limited experience about the outside world,
unknown words or concepts can become meaningful to them mainly through
such visuals.
Therefore, Cortazzi and Jin (1999) emphasizes including three types of
cultural information in English language textbooks for raising learners' cultural
awareness. According to them, textbooks can portray the source culture i.e.
learners' own local culture; the target culture, i.e. the culture of native-English
speaking countries; and the international target culture which will be the
combination of cultural elements drawn from both English and non-English
speaking countries around the world. Even then, the portrayal of local culture
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may create some new problems. As Holborow (quoted in Bisong 1995, p. 126)
points out, firstly, it might be difficult to decide which one would be the real
native language of a country due to a process of continuing linguistic
assimilation; secondly, the promotion of native language may introduce its own
'oppressive strategies' to dominate over other varieties of languages used in a local
community. Thus in attempting to remove one kind of perceived hegemony,
there is the risk of putting another one, which will also be harder to resist.
Therefore, material designers will have to be very conscious in selecting the
content of textbooks used for teaching YLs.
In the light of the above discussion, the next three sections focuses on the
primary level ELT context of Bangladesh and tries to find out whether locally
produced textbooks have been able to restrict the intrusion of cultural
imperialism at the primary level in Bangladesh.

3. Primary ELT Scenario of Bangladesh
Bangladesh is a decolonized country. However, when the sun of the British
Empire set in Bangladesh in 1947, it was still a part of Pakistan. English was
taught as a compulsory subject at the primary level here till Bangladesh achieved
independence in 1971. Subsequently, Bengali (L1) was emphasized, suppressing
English in the educational and administrative domain to further on the
decolonizing and nation-building processes (Ahmed, 2005).
However, this situation started to change in 1990s when the Bangladesh
government decided to initiate a curricular change. In 2002, a revised curriculum
included four English language competences which were not taken into account
before 1990s. Those are:
(i) Listening to and understanding simple commands/instructions/requests
in English and carrying them out.
(ii) Speaking and understanding simple English according to students'
age.
(iii) Reading and comprehending textbooks according to students' age
group and level.
(iv) Writing alphabets, words, numbers, simple sentences, passages,
paragraphs, informal letters and numbers according to students' age
groups and levels.
(Ahmed, ibid, pp. 21-22)
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In spite of this newly alleged interest to developing English language
competences, Bengali continued to be emphasized in the nation's political and
cultural identity formation and English was generally viewed 'as a language of
international and to some extent national currency in business, education and
culture' (Banu & Sussex, 2001, p.137).
According to the Directorate of Primary Education (DPE, 2008), around
3,66,000 teachers are working at the primary level in Bangladesh. Since almost
75% of the primary level students (1,63,12,907) go to schools in rural areas, the
teacher-student ratio in these schools (1:52) are higher than that in urban schools
(1: 48). Though there are a large number of primary students, there are not
enough trained teachers in these schools due to 'inadequate infrastructure and
limited institutional capacity' for teacher training (Hamid, 2010, p. 289). 80% of
these teachers received one year long general certificate-in-education training and
only 28.5 % of them received 5 days long subject based training (DPE, 2008).
Even this training experience can be considered as 'wastage' because this limited
exposure may not be able to achieve the desired result due to these teachers' poor
English skills (Hoque cited in Hamid, 2010, p. 296).

4. Discussion on English for Today
English for Today (EFT), Class 1- 5 (NCTB, 2010, 2011) constitute a series of
textbooks which are used in Bangladesh at the primary level. These books were
designed with the help of the English Language Teaching Improvement Project
(ELTIP) of Bangladesh (1997-2005) which was initially funded by the UK
government's Department for International Development (DfID) and Ministry
of Education, Bangladesh, and was later funded by NCTB and the seven
education boards of the country. The lessons in these books tend to provide
learners with opportunities for practicing different skills through individual, pair
and group work. Thus these textbooks have focused on promoting active learning
in a learner-centered way, following the CLT approach.
However, most primary teachers still follow the traditional teacher-centered
approach in teaching large classes. Even though some of them show interest in
applying CLT techniques, they usually do not have easy access to the teachers'
guides designed in accordance with the EFTs. In addition, their limited training
experience is not often enough to provide them with knowledge required to
initiate learner-centered activities (Ara, 2009). As a result, they depend heavily on
the textbooks than on any other materials for teaching YLs. Therefore, designing
local context appropriate textbooks has become a crucial factor in the primary
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sector of Bangladesh in making up for the deficiencies of teachers and in
producing more socio-culturally appropriate content than imported ones.
4. 1. The Cultural Content of English for Today
EFT books have promoted not only national identities but also tried to emphasize
the religious and political priorities of Bangladesh. The visuals of these textbooks
introduce figures (flower, poet, bird and animal) related to Bangladesh's national
identity and the map of the country in Class 1 (Lesson 30, p. 48), 2 (Lesson 11, p.
21) and 5 (Lesson 11, p. 35; Lesson 13, p. 41- 43). Furthermore, since most
Bangladeshis are Muslims, many visuals of bearded male characters representing the
Muslim communities have been included in these books. In addition, the whole
country has been described in detail in the EFT book of Class 5 (Lesson 20, pp. 6162) with a visual of rural Bangladesh where a mosque, a church and a temple can be
seen in the same frame, depicting the political view that people of all religions are
treated equally in Bangladesh. All these elements can raise YLs' knowledge about the
national identity of Bangladesh. Dat (2008) has also found this type of cultural
representation in locally produced materials of Vietnam, Malaysia and Thailand.
Additionally, EFT books have tried to raise YLs' awareness of the target
language as well as global communities by introducing characters from
neighboring countries (Nepal, India, Japan) as well as native English speaking
countries (UK, Australia) in Class 3 (Lesson 12, p. 31) and 4 (Lesson 17, p. 42).
Some of these characters are at times similar to them in respect of age or sex but
also differ from them in terms of costumes and hobbies. Furthermore, the EFT
book of Class 5 (Lesson 26, p. 83) presents an adult English speaking character
from Australia who has been learning Bengali, and has Chinese, Italian and
French speaking friends. In these ways, these textbooks have attempted to raise
YLs' sensitivity regarding the existence of different nationalities and languages in
the world. According to Tomalin and Stempleski (1993, pp. 7-8), this kind of
exposure helps YLs to realize that people can act differently depending on social
variables such as age, sex, social class, and place of residence.
Other characters introduced in the EFTs are familiar to YLs due to their
activities. This kind of content has no doubt been included to acquaint YLs with
their society (Tomlinson, 2003). Therefore, the EFT of Class 3 (Lesson 30, p. 80)
includes a poem about three characters (a cobbler, a tailor and a policeman) from
different occupations. In addition, the visuals of farmers have been incorporated
in the entire series clearly to emphasize the fact that farming is the main
occupation in Bangladesh.
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The topics of these books can also be related to YLs' personal lives. For
instance, the EFT of Class 4 (Lesson 10, pp. 22-23) describes the daily routine of
a urban boy whereas the EFT of Class 5 (Lesson 8, p. 25) depicts the daily
activities of a rural boy so that YLs can personalize their learning while
communicating in the TL (Pinter, 2006). Moreover, these textbooks have reading
passages on describing families which can enable YLs to talk about their own
family lives as well.
Additionally, EFT books emphasize YLs' socio-cultural values, beliefs and
behaviors. These books present joint (Class 3, Lesson 9, p. 24) as well as nuclear
families (Class 1, Lesson 5, p. 5) with no more than three children probably to
show that having fewer number of children is one of the keys to having happy
families. Moreover, the necessity of raising students' sense of respect for women is
stressed by EFT. Therefore, the EFT of Class 3 (Lesson 23, p. 62) focuses on the
demanding daily life of a mother who is a home maker, and the EFT of Class 5
includes a reading passage on a woman who works as a shop assistant (Lesson 7,
pp. 20-21). In addition, the EFT of Class 4 (Lesson 21, p. 56) describes the
hardship of a farmer so that YLs can become more considerate about people who
serve the country selflessly by growing crops for all.
Moreover, different issues, such as, how to maintain a healthy life and the
meaning of traffic signals have been taken into account in the EFTs of Class 3
(Lesson 10, p. 27 & Lesson 11, p. 30) and 4 (Lesson 5, p.12) so that YLs' general
knowledge and sense of responsibility towards the community can be awakened.
The linguistic contrasts between the YLs' L1 and TL have been addressed
in these books mainly by including lessons on pronunciation practice from Class
1 to 5. Some of the English consonant, vowel and diphthong phonemes (/p/, /f/,
/s/, //, //,/ i/, /æ/, / e/, /e/, //, //) which pose difficulty to EFL learners have been
presented in these lessons with their phonetic symbols, and the different contexts
in which these phonemes can occur (Class 1, Lesson 17-22, pp. 35-40; Class 3,
Lesson 4, p. 6 & Lesson 17, p. 50; Class 4, Lesson 6, p.13, Lesson 11, p. 27,
Lesson 28, p. 73; Class 5, Lesson 11, p. 33). Additionally, the EFT of Class 4
presents the phonemes (//,/ i/, /æ/, /e/, /s/, //) and their equivalent Bengali
sounds.
The dissimilarities between the YLs' source culture, the international
cultures and the target culture are illustrated through the mention of the names of
different meals (Class 4, Lesson 3, p. 7) and religious festivals (Class 5, Lesson 25,
p. 79-80 & Lesson 26, p. 83) in these textbooks. Revealing these contrasts are
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very important for EFL textbooks as Savignon (2002, p. 10) observes 'just
knowing something about the target culture will not suffice'. She argues that
textbooks should expose students to different linguistic and cultural contrasts.
This experience could raise their consciousness about their own culture and help
them develop a flexible attitude towards other cultures.
Additionally, all EFT books provide YLs with exposure to different
communicative functions of English such as greetings, describing and introducing
people, asking and answering questions, giving commands and instructions,
making requests, talking about times and days, and buying things from a shop
through different conversational cues. All these transactional and interactional
functions of English (Brown & Yule, 1983) have been exemplified to show
English as a communicational tool important for textbooks promoting the CLT
approach (Richards, 2008).
4.2 Limitations of English for Today
In spite of connecting the content to the local contexts, EFT books have some
limitations. For example, these textbooks have overemphasized the maintenance
of the politeness principles of the centre. Thus, the EFT books of Class 3 (Lesson
19, p. 54), 4 (Lesson 12, p. 30; Lesson 16, p. 39; Lesson 24, p. 63) and 5 (Lesson
2, p. 4; Lesson 10, p. 30) have included five lessons on making requests. These
lessons have presented various adjacency pairs and asked students to use these
models while playing roles and writing dialogue. For example, the EFT of Class 4
uses the following examples:
i) W ould you lend me your English book, please?
O
f course. Here it is.
ii) W ould you open the window, please?
Sure. I'll be happy to.
iii) Could y ou pass the sugar, please?
S
ure. Here you are.
(English for Today, Class 4, Lesson 24, p. 63)
Since children at this stage may learn everything by relating it to their L1, this
kind of exposure may appear strange to Bangladeshi learners. Confusion could
occur because Bangladeshi YLs do not make requests in such a structured way
(e.g. would you….please, could you…please) in their L1. Therefore, this kind of
structured representation of any speech act may indicate the inherent supremacy
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of English discourse to students (Pennycook, 1995). Maintenance of these
principles can therefore be seen as a kind of imposition on YLs.
Moreover from the pragmatic viewpoint, EFT books may not have been
able to provide YLs with sufficient exposure to different conversational strategies
(e.g. repair, negotiation of meaning, comprehension check) needed for managing
successful oral conversations (Richards, 2008). The conversational cues, group
works and pair works included in these textbooks may not provide learners with
challenging contexts where they will need to take communicative risks and get
feedback on their performance (Celce-Murcia & Olshtain, 2000). Most lessons
have introduced the form of embedded teacher initiated cues at first and only ask
students to practice applying these cues. Therefore, these textbooks may not be
able to fulfill YLs' individualistic needs and may not reflect the realities of
language use of local communities (Tomlinson, 2003).
If the interaction patterns presented in EFT books are considered, it can be
argued that the conversational cues included in these textbooks may show an
unequal distribution of power between a teacher and his or her students. The
teacher can be seen as an authoritarian figure possessing the sole power and
knowledge of English, and the students may be viewed only as eager submissive
learners. For example, there is a lesson on 'Commands, Requests and
Instructions' in the EFT of Class 5 (Lesson 2, p. 4-7), where a female teacher
brings in a packed box full of utensils, a stove and some necessary ingredients for
making a cake in a class and asks students to help her out in preparing it. The
model for using English for giving commands and instructions and making
requests have been applied through their dialogue in this lesson. However, what
the pedagogical purpose behind creating this scenario in the class has not been
clarified to the students by the teacher, and very little negotiation of meaning
takes place during this example of teacher talk (Cullen 1998). This kind of
exposure may shape an uncritical attitude in learners towards the centre because
this can make them assume that English language proficiency may have
connection with power and control for which the teacher is playing an
authoritative role and they may give in passively (Kachru, 1986; Van Dijk, 2001).
Therefore, these stereotypical cues may represent the power play of English in the
EFL classroom influencing YLs' perception of the TL. YLs may also speculate that
the TL is more powerful than their L1 since their Bengali textbooks do not have
such representations.
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These textbooks also depict the inter-relationship between the target
culture and the source culture in a way that may not be comprehensible to YLs
who have very limited knowledge about the outside world (Pinter, 2006). For
example, the EFT of Class 1 (Lesson 23, p. 41) has a rhyme that talks about a
pussy cat which has visited London, and has met the queen. Since the very little
YLs of Class 1 may not have any idea about the underlying relation between
London and the queen, this kind of inter-cultural connection may seem quite
vague to them. Besides, the images of the queen (symbolizing power) and London
(the centre) can be taken as a representation of the resistance of imperialistic
element as well. In addition, the rhymes on a teddy bear who goes to a
government primary school in a rural setting wearing polished shoes (Class 1,
Lesson 8, p. 8), and the visuals used in the rhyme 'Humpty Dumpty' (Class 2,
Lesson 31, p. 57) to show the king's men and horses may also have cultural
implications pertaining to the centre which will be difficult for YLs to
understand.
In addition, the local community's life style may have not been presented
in a satisfactory way in these textbooks (Banu, 2009). For instance, if YLs
compare the simple items of a poor ill-clad village farmer's daily meals with that
of a urban middle class family's lavish daily meals, snacks and dessert depicted in
the EFT of Class 4 (Lesson 3, p. 7 & Lesson 21, pp. 56-57), they will get the
impression that there is extreme economic stratification in society which impacts
on people's daily life styles. Similarly, there is another lesson in the EFT book of
Class 4 describing a picnic where an urban family is 'having fun' amidst nature by
having different kinds of local dishes (Lesson 7. P. 16) whereas there is another
lesson in the same book where a poor farmer says that he does not have enough
food at home but consoles himself by saying that 'May be I will have better luck
next year' (Lesson 21, p. 56). On the one hand, this type of representation of
people's daily life may enrich YLs' knowledge about different communities. On
the other hand, this type of exposure may seem quite insensitive to YLs who
belong to low income families. In addition, some of the visuals which have been
used for describing a urban boy's bedroom (Class 3, Lesson 28, p. 73) and daily
routine (Class 4, Lesson 10, pp. 22-23) showing different aspects of his wellfurnished house may induce rural students' towards materialistic gains in life.
Moreover, the EFT books presents Dhaka, the capital of Bangladesh, as a
place where children have easy access to the zoo (Class 5, Lesson 36, p. 118),
flyovers (Class 5, Lesson 27, p. 85), multi-storied buildings (Class 5, Lesson 15,
p. 47), and children's park and museum (Class 4, Lesson 27, p. 70). These places
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can draw YLs' attention quite easily. In contrast, village life is shown as a place
where no such modern facilities are available though the children can enjoy the
company of nature there by flying kites (Class 3, Lesson 24, p. 65), chasing frogs
(Class 1, Lesson 32, p. 50), and playing on the swing (Class 4, Lesson 31, p.77).
This comparative representation may provide an image of Bangladesh where
villagers are deprived of the modern amenities of life. This exposure can raise YLs
appreciation for cosmopolitan culture and make them detest their local identities.
Such attraction may gradually turn into an obsession with global communities
when they grow up. Consequently, such lessons may lead to an inferiority
complex as well as identity crisis among YLs who live in rural areas (Banu, 2009).
Though these textbooks were based on the CLT approach which is
supposed to give utmost importance to the negotiation and communication of
meaning (Richards, 2008), they tend to focus more on the forms than on the
content. As the education system of Bangladesh is examination-oriented and
students' reading and writing skills are what is assessed, these books may be
prioritizing preparing YLs for examinations as the target need (necessity) and
performing well in the examination as the learners' learning needs (Hutchinson
& Waters, 1987) by concentrating primarily on fulfilling these needs. This
viewpoint may have led these books to include explicitly stated rule-based
discussion on phonological and syntactical aspects of English. Therefore, it can be
said that these textbooks have given a form-focused exposure to CLT in order to
accommodate the needs of local communities including teachers who also need
this kind of support from teaching materials.
Additionally, these textbooks may have overemphasized centre-oriented
standard pronunciation. Though maintaining the conventions of the centre is not
important any more in order to use English as a communicative tool in this
global era (Alptekin, 2002), these books include eight lessons on the rules and
practice of using stress (Class 4, Lesson 14, p. 36; Class 5, Lesson 32, p. 108),
intonation (Class 4, Lesson 22, p. 59), and punctuation marks (Lesson 18, p. 44;
Lesson 25, p. 65; Lesson 26, p. 67 in Class 4 & Lesson 17, p. 53; Lesson 22, p.
72 in Class 5). Inclusion of these topics may indicate to YLs that they may need
to conform to foreign norms while using English. Therefore, this overemphasis
on maintaining these norms can be seen as the target culture's intrusion at the
primary level. Thus, YLs may become intimidated as they may think that the use
of the TL will not allow any kind of modifications according to contextual
variations and needs of local communities. This may lead to learners' forming
negative attitude towards TL, and they may find it difficult to use the TL outside
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the classroom. In addition, the topics related to practicing stress and intonation
could even prove to be difficult to teachers who have poor English language skills.
Finally, though 1.5 percent of the total population of Bangladesh belong to
indigenous communities (UNHCR, 2008) these textbooks have not represented
their lives at all. As a result, many YLs will not be able to attain any insight into
these communities from these books.

5. Recommendations and Conclusion
Based on the discussion in the previous section it can be concluded that though
the EFT books might have been successful to some extent in representing the
local culture, values and beliefs, these books still have some limitations regarding
the manner in which exposure has been provided to the TL and to local culture.
Firstly, the norm-oriented exposure to the TL in these books may make YLs think
that the TL cannot be used fully to accommodate to local contexts, and whoever
will have the knowledge of how to communicate in English fluently, will possess
the power to dominate over the less knowledgeable others. Secondly, the social
discriminations which have been portrayed in these books about local
communities may raise YLs' aspiration for power and materialistic gains. Thus
YLs' social and cognitive development might be affected, and they might find it
difficult to understand that the TL could be used only as a tool for
communication. Therefore, the following initiatives can be taken for making
these textbooks more culturally appropriate to the primary level context of
Bangladesh.
Firstly, the content of these textbooks can be simplified by reducing
explicitly stated rule and by including conversational cues and activities which
will present YLs with situations, posing the challenge of negotiation of meaning
and taking risks. Thus, YLs will be able to learn from what they experience in
class and how they construct meaning by noticing salient features of the TL input
(Cameron, 2001; Tomlinson, 2008). This exposure will help YLs' to accept
English mainly as a tool for communication. Thus, they will realize that FL
learning is not all about learning rules and conforming to standards, and there
may be no hidden agenda in acquiring the TL.
Secondly, these textbooks can try to exemplify the inter-cultural
relationship between Bengali and English in a more culture-sensitive and agesensitive way so that it may appear meaningful to YLs who may have just started
forming attitudes towards the target as well as other cultures (Ellis, 1985).
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Thirdly, since the teaching materials may play an important role in cultural
transmission between the education system and the rest of society
(Cunningsworth, 1995) the content of the textbooks can focus on maintaining an
appropriate balance among local rural, urban and indigenous communities' life
styles and cultural variations.
Fourthly, primary teachers can concentrate on developing their language
skills so that they can become more confident in teaching English and make
better use of these textbooks. The government and donor-funded projects can
help them in this respect by providing them with practical guidelines and local
context and culture-oriented effective training.
Finally, it can be said that though the locally produced primary textbooks
of Bangladesh may have been able to restrict cultural imperialism to some extent,
the NCTB still needs to focus more intensely on how the local culture as well as
the target culture can be represented in a more sensitive and balanced way.

References
Ahmed, M. (2005). Teaching English in the Primary School: Challenges and
Options. Bangladesh Education Journal, 4(1), 17-23.
Alptekin, C. (2002). Towards Intercultural Communicative Competence in ELT.
ELT Journal, 56 (1), 57-64.
Ara, S. (2009, December). Use of Songs, Rhymes and Games in Teaching English
to Young Learners in Bangladesh. The Dhaka University Journal of Linguistics,
2(3), 161- 172.
Baker, W. (2012). From Cultural Awareness to Intercultural Awareness: Culture
in ELT. ELT Journal, 66 (1), 62-70.
Banu, L. F. A. (2009). Problems and Misconceptions Facing the Primary
Language Education in Bangladesh: An Analysis of Curricular and Pedagogic
Practices. BRAC University Journal. 1(1), 1-10.
Banu, R. & Sussex, R. (2001). 'English in Bangladesh after Independence:
Dynamics of Policy and Practice.' In B. Moore (Ed.), Who's Centric Now? The
Present State of Post-colonial Englishes (pp. 122-147). Melbourne: Oxford
University Press.
89

VO L

3,

2 0 1 2

Block , D. & Cameron, D. (Eds). (2002). Globalization and Language Teaching.
London: Routledge.
Brown, G.A. & Yule, G. (1983). Teaching the Spoken Language. Cambridge:
Cambridge University Press.
Byram, M. (1997). Teaching and Assessing Intercultural Communicative
Competence. Clevedon: Multilingual Matters.
Byram, M. & Fleming, M., (1998). Approaches through Ethnography: Learner
Perspectives. In M. Byram, & M. Fleming (Eds.) Language Learning in
Intercultural Perspective: Approaches through Drama and Ethnography (pp. 11-15).
Cambridge: Cambridge University Press.
Bisong, J. (1995). Language Choice and Cultural Imperialism: A Nigerian
perspective. ELT Journal, 49 (2), 129-132.
Cameron, L. (2001). Teaching Language to Young Language Learners. Cambridge:
Cambridge University Press.
Canagarajah, A. (1999). Resisting Linguistic Imperialism in English Teaching.
Oxford: Oxford University Press.
Celce-Murcia, M. & Olshtain, E. (2000). Discourse and Context in Language
Teaching. Cambridge: Cambridge University Press.
Conrad, A. W. (1996). The International Role of English: the State of the
Discussion. In J. Fishman, A. W. Conrad & A. Rubal-Lopez (eds.) Post-Imperial
English: Status Change in Former British and American Colonies 1940-1990
(pp.13-37). Berlin: de Gruyter.
Cortazzi, M. & Jin, L. (1999). Cultural Mirrors: Materials and Methods in the
EFL Classroom. In E. Hinkel (Ed.), Culture in Second Language Teaching (pp.
196-219). Cambridge: Cambridge University Press.
Crystal, D. (1997). English as a Global Language. Cambridge: Cambridge
University Press Cullen, R. (1998). Teacher Talk and the Classroom Context. ELT
Journal, 52 (1), 179-186.
Cunningham, S. & Moor, P. (2005). Cutting Edge - Intermediate. Harlow, Essex:
Pearson English Language Teaching, Longman.

90

VO L

3,

2 0 1 2

Cunningsworth, A. (1995). Choosing Your Coursebook. Cambridge: Cambridge
University Press.
Dat, B. (2008). ELT Materials Used in Southeast Asia. In B. Tomlinson (Ed.)
English Language Learning Materials - A Critical Review (pp. 263- 280). London:
Continuum.
Derbel, F. & Richards, A. R. (2007). Infusing a Postcolonial Component into
English Language Teaching Education Curricula for a Global Century. Radical
Pedagogy, 9(1). Retrieved from http://radicalpedagogy.icaap.org/content/issue9_1
/derbel_richards.html.
DPE. (2008). PTI Instructor Training [in Bangla]. Dhaka: Author.
Edwards, R & Usher, R. (2008). Globalisation and Pedagogy: Space, Place and
Identity (2nd Ed). London: Routledge.
Ellis, R. (1985). Understanding Second Language Acquisition. Oxford, England:
Oxford University Press.
Fairclough, N. (1989). Language and Power. Essex, England: Longman Group.
Fairclough, N. (Ed.) (1992). Critical Language Awareness. London: Longman.
Gray, J. (2002). The Global Coursebook in English Language Teaching. In D.
Block & D. Cameron (Eds), Globalization and Language Teaching (pp. 151-67).
London: Routledge.
Hamid, M.O., & Baldauf, R. B. (2008). Will CLT Bail out the Bogged down
ELT in Bangladesh? English Today, 24(3), 16-24.
Hamid, M. O. (2010). Globalisation, English for Everyone and English Teacher
Capacity: Language Policy Discourses and Realities in Bangladesh, Current Issues
in Language Planning, 11(4), 289-31.
Hill, D. A. (2003). The Visual Element in EFL Coursebooks. In B. Tomlinson
(Ed.) Developing Materials for Language Teaching (pp. 174-182). London:
Continuum Press.
Hutchinson, T., & Waters, A. (1987). English for Specific Purposes: A LearningCentered Approach. Cambridge: Cambridge University Press.

91

VO L

3,

2 0 1 2

Kachru,B. B.(1986). The Alchemy of English: The Spread Functions and Models of
Non-native Englishes. Oxford: Pergamon.
Kramsch, C. & Sullivan, P. (1996). Appropriate Pedagogy. ELT Journal, 50(3),
199-212.
Kumaravadivelu, B. (2003). Beyond Methods: Macrostrategies for Language
Teaching. New Haven and London: Yale University Press.
Kumaravadivelu, B. (2006). Dangerous Liaison: Globalization, Empire and
TESOL. In J. Edge (Ed.) (Re)locating TESOL in an Age of Empire (pp. 1-27).
New York: Palgrave.
McKay, S. L. (2003). Toward an Appropriate EIL Pedagogy: Re-examining
Common ELT Assumptions. International Journal of Applied Linguistics, 13(1), 122.
Markee, N. (1997). Managing Curricular Innovation. Cambridge: Cambridge
University Press.
NCTB. (2010, September). English for Today: Class 1. Dhaka: Author.
NCTB. (2011, August). English for Today: Class 2. Dhaka: Author.
NCTB. (2011, September). English for Today: Class 3. Dhaka: Author.
NCTB. (2011, August). English for Today: Class 4. Dhaka: Author.
NCTB. (2011, October). English for Today: Class 5. Dhaka: Author.
Nieto, S. (2010). Language, Culture and Teaching: Critical Perspectives for a New
Century. New York, USA: Routledge.
Pennycook, A. (1994). The Cultural Politics of English as an International
Language. London: Longman.
Pennycook, A. (1995). English in the World/the World in English. In J.W.
Tollefson (Ed.) Power and Inequality in Language Education (pp. 34-58).
Cambridge: Cambridge University Press.
Pennycook, A. (1998). English and the Discourse of Colonialism. London:
Routledge.

92

VO L

3,

2 0 1 2

Phillipson, R. (1992). Linguistic Imperialism. Oxford: Oxford University Press.
Pinter, A. (2006). Teaching Young Language Learners. Oxford: Oxford University
Press.
Ranalli, J. M. (2003). ELT Course Books in the Age of Corpus Linguistics:
Constraints and Possibilities. Retrieved from http://www.cels.bham.ac.uk/
resources/essays/ Ranalli6.pdf.
Richards, J. C. (2008). Growing up with TESOL. English Teaching Forum, 1, 211.
Ritzer, G. (1993). The McDonaldization of Society. Newbury Park: Pine Forge
Press.
Savignon, S.J. (2002). Communicative Language Teaching: Linguistic Theory
and Classroom Practice. In S. J. Savignon (Ed.), Interpreting Communicative
Language Teaching: Contexts and Concerns in Teacher Education (pp. 1-27). New
Haven: Yale University Press.
Seargent, P & Erling, E. J. (2011). The Discourse of 'English as a Language for
International Development': Policy Assumptions and Practical Challenges. In H.
Coleman (Ed.) Dreams and Realities: Developing Countries and the English
Language (pp. 2-21). London: British Council.
Soars, L., & J. Soars. (1986). Headway: Intermediate. Oxford: Oxford University
Press.
Soars, L., & J. Soars. (1991). Headway: Pre- Intermediate. Oxford: Oxford
University Press.
Soars, L., & J. Soars. (1996). New Headway English Course: Intermediate. Oxford:
Oxford University Press.
Soars, L., & J. Soars. (2003). New Headway: Intermediate Student's Book. Oxford:
Oxford University Press.
Tomalin, B. & Stempleski, S. (1993). Cultural Awareness. Oxford: Oxford
University Press.
Tomlinson, B. (2003). Materials Evaluation. In B. Tomlinson (Ed.) Developing
Materials for Language Teaching (pp. 1-36). London: Continuum Press.
93

VO L

3,

2 0 1 2

Tomlinson, B. (2008). Language Acquisition and Language Learning Materials.
In B. Tomlinson (Ed.) English Language Learning Materials - A Critical Review
(pp. 3-13). London: Continuum.
UNHCR. (2008). World Directory of Minorities and Indigenous Peoples Bangladesh: Adivasis. Retrieved from http://www.unhcr.org/refworld/topic,
463af2212,469f2ca62,49749d5841,0.html
Van Dijk, T. (2001). Critical Discourse Analysis. In D. Tannen, D. Schiffrin &
H. Hamilton (Eds.) Handbook of Discourse Analysis (pp. 352-371). Oxford:
Blackwell.
Vickov, G. (2007). Learners' Own Cultural Identity in Early Language Learning.
In M. Nikolov, J. M. Djigunovi?, M. Mattheoudakis , G. Lundberg & T.
Flanagan (Eds.) Teaching Modern Languages to Young Learners: Teachers, Curricula
and Materials (pp. 105-120). European Centre for Modern Languages: Council
of Europe Publishing.
Wallace, C. (2002). Local Literacies and Global Literacy. In D. Block & D.
Cameron (Eds.) Globalization and Language Teaching (pp. 101-114). London:
Routledge.

94

VO L

3,

2 0 1 2
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West Africa
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Abstract
This essay examines the role culture can play in effectively advancing economic growth in
West Africa through the agency of the Economic Community for West African States
(ECOWAS) and the different national governments. Although a much contested terminology,
culture remains an untapped area for economic growth partly due to the absence of
commitment on the part of the leadership of West African countries and partly to their
ignorance of the central role culture plays in innovation, technology, development and growth
of regional and national economies. However if well harnessed, the rich cultural repertoire of
this region of Africa can provide an impetus for economic expansion, employment and
stability more than ever before in a region known more for its numerous conflicts in the past
twenty years or so than for its economic growth.

1. Introduction
Available records and recent developments in the economic sector across the
world practically attest to the fact that some countries such as China and Japan in
Asia have attained economic and technological development by going back to the
roots of their indigenous knowledge systems (Nigeria, www.nigeriannews24.com/
.../use-culture-to-create-economic-development). Such indigenous knowledge
systems are rooted in the culture of the Japanese and Chinese and not foreign
cultures. In spite of this revelation, modern neoclassical economics tends to
downplay the importance of culture in the development of different countries
and regions of the world. Some economists assume that human beings are
rational utility-maximising individuals, and such maximising behaviour is largely
invariant across different human societies but where the rational ability is higher,
development follows. Besides, the standard economic growth model pioneered by
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Robert Solow examines the inputs of capital and labour and the more recent socalled 'endogenous' growth models and shows how they lay emphasis on the role
of technology in economic growth. From this perspective, culture constitutes a
kind of residual factor that is important and that people can appeal to when every
other explanations which are rooted essentially in economic terms fail (Culture
and Economic Development: 3130-3131).
The way a people behave or react to work can be understood from their
culture of work. For instance, in some parts of Latin America, there is a feeling of
disdain for labour and commerce, sumptuous patterns of consumption,
individualistic behaviour and anti-progress attitudes (Leon, http://orpheus.ucsd.
edu/Ias/studies/pdfs/leon.pdf ). Such a culture of hatred for work in favour of
sumptuous consumption produces an economy that is not only weak but also is
anti-progressive. Investors in such economies need to understand the people's
culture of work so that they can either refuse to invest there or take measures that
can motivate them towards liking work. If they are not able to change this
retrogressive culture, they will quit rather than invest in a non- progressive society.
Any investor who has an inadequate knowledge of a people's attitude towards
work which is often rooted in their culture of upbringing will compromise
growth and expansion in business.
The Liberian National Campaign for Cultural Identity (NACCI) was
quick to observe that the absence of cultural ties in Liberia resulted in the division
of the people as they were not able to agree on issues of national interest. This had
hindered national growth and development in Liberia before the NACCI
recognised this weakness and took steps to address it so that Liberians could come
together to reconstruct their society (Liberia 2010). Similarly, the National
Commission on Culture (NCC) of Ghana in 2008 used different channels to
emphasise the need for corporate organisations in Ghana and Africa to
incorporate cultural values into corporate management activities for better results.
According to the NCC this would assess the degree to which cultural values
impinge on corporate performance for the development of Ghana in particular
and Africa in general (Osabutey 2008). In effect, the NCC recognised the
importance of culture in increasing the productivity of corporate organisations
not only in Ghana but also other parts of the African continent.
During a World Conference on Cultural Policies held in Mexico in 1982
The United Nations Educational, Scientific and Cultural Organisation
(UNESCO) upheld the importance of culture in economic growth. The
organisation also discussed the importance of human resources development, and
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the spiritual and cultural needs of people as far as material needs are concerned.
The UN specialised organ particularly observed that a stimulation of creativity in
the arts was a way towards the attainment of the material needs of a people who
have a collective destiny (Karanko 1992: 58-9). The Japanese had many decades
earlier observed that human and material development was very useful in the
harmonious coexistence of man and nature or his environment. This shows that
the material development of society is possible through the establishment of an
effective mechanism that brings together a person and his/her environment which
can be better appreciated through a sound knowledge of a people's culture. It is
on this philosophy that the Japanese rely to initiate and sustain economic growth
which has made the country to be noted for its economic growth and expansion.
Culture is an important component of different peoples of the world and
shapes their outlook on life. Although the term culture itself is problematic, we
shall in this essay discuss culture as the totality of the lived experiences of a people
which include their philosophy or rationale of the organisation of society,
production and outlook on life. In fact, culture should be considered as the sum
total of all the experiences of the life of different people and ethnic groups.
Different people and scholars of culture have discussed the challenges of culture
and the richness in values associated with culture and their relationship with
development and growth for some countries when appropriately used. In some
cases, culture has been used to create serious conflict between people and groups
and for this reason the growth of some societies has been compromised and not
promoted.
West Africa is one of those regions of Africa with diverse cultures between
and within countries. The different people of this region speak hundreds of
different languages, practice various religions, and have many histories and
traditions but there is a history of interrelationships between these people, their
religions and cultures from one place to another.(http://exploringafrica.matrix.
msu.edu/students/curriculum/m17/activity3.php). The more different human
beings of different cultures and religions come into contact with one another, the
more the possibility of an exchange of values of some kind. All these put together
may always serve the needs of the people of West Africa better. The long term
result of such contact may eventually stimulate economic growth in the region.
Nigeria, for example, is socially and culturally one of the most diversified
African countries. Its cultural policy aims at understanding the life of the people,
their cultural values, needs and expectations. It also focuses on building up a
national cultural identity and parallel affirmation of cultural identities of different
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ethnic groups. In addition, Nigeria's cultural policy is intended to develop the
cultural infrastructure and to introduce new technologies in cultural activities as
well as establish links between culture and education and between education and
the different cultural industries, particularly the mass media (Cultural Policy in
Nigeria).
This cultural diversity notwithstanding, since 1975, the countries of West
Africa came together to found the Economic Community of West African States
(ECOWAS) with the aim of promoting economic integration and political
cooperation. Since then the fifteen member states have tried to make integration
a reality through greater mobility, communication, trade and growth for all
member states. In spite of this laudable effort, the region has been known and
projected to be politically and militarily unstable in the African continent. Such
political and military instability have been frustrating to the mission of ECOWAS
in mobilising human and natural resources to ensure stability and growth for all
member countries of this organisation. These challenges notwithstanding,
ECOWAS has since its establishment in 1975 made more positive strides in some
areas of economic and cultural integration than many other regional organisations
in Africa such as the Central African Customs and Economic Union (CEMAC)
and the Southern African Development Community (SADC).

2. Defining Culture
The definition of culture has remained problematic in modern scholarship
because of the scope of the issues involved (Gilbert and Reynolds 2004: 306).
This problem notwithstanding we intend to define culture in this study to
include almost everything about human existence and experience over time.
Within the behavioural sciences, culture is defined in terms of a full range of
learned
human
behaviour
patterns
(http://anthro.palomar.edu/
culture/culture_1.htm). The English scholar Edward B. Taylor in the 19th
century defined culture as "that complex whole which includes knowledge, belief,
art, law, morals, customs and any other capabilities and habits acquired by man
[woman] as a member of society" (http://anthro.palomar.edu/culture/
culture_1.htm). Taylor's definition of culture takes into consideration the
experiences and things humankind has produced over time in the process of
growing up. Again, the definition emphasises key characteristics of culture such as
a people's customs, their works of art, system of organising society that is rational
and functional, the values they uphold in life and the reasons for this but above
all the way of one's behaviour in society. One common thing to note about the
two definitions is that they are clear on the nature of organising society as a key
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element of cultural identity and development of any given group of people. The
way societies are organised and function is very likely to influence their activities.
Such activities include but are not limited to the attitude to work, leisure and the
resulting consequences.
Culture is also defined as the collective manifestations of who and what
people are, including religious beliefs, political systems, customs, values,
intellectual acumen and creative endeavours (http://anthro.palomar.edu/
culture/culture_1.htm). In this definition of culture, the intellectual acumen and
creative endeavours of people are considered crucial to an understanding of their
culture and associated values. Any culture that lacks ingredients such as creativity
and innovation tapped from the intellectual acumen of the people concerned is a
culture that is most likely to be vulnerable to decline and eventual extinction. The
creative ingenuity of a people has the potential to enrich their culture and by
extension its ability to enhance individual growth as well as that of the economy
and other associated economies. In fact, experience has shown that a people's
culture builds up an individual's creative potentials. Such potentials are crucial to
stimulate the production of goods and services. Production can either be
sustained or increased depending on a number of factors which include the ability
of the people to be innovative and skilful in managing people and resources
efficiently. Such values are found in cultures which should be identified and
utilised in West Africa to enhance growth and integration.
There are other definitions of culture which take into consideration "every
aspect of life: know-how, technical knowledge, customs of food and dress,
religion, mentality, values, language, symbols, socio-political and economic
behaviour, indigenous methods of taking decisions and exercising power, methods
of production and economic relations and so on" (Karanko, 59). Such a
comprehensive definition of culture points to one main conclusion:
every
human endeavour be it economic, social or political is influenced by culture in
one way or the other. This is because culture has a visible and invisible influence
in almost every human endeavour. It is dynamic and incorporates positive aspects
of life because culture in itself is dynamic and contributes to progress of
individuals or communities.
The word "culture" has also been defined to include political systems,
religious beliefs, history, customs, arts, sciences and education. In this sense,
culture defines the collective manifestations of who really people are, what they
want to be and also include issues like intellectual acumen and creative
endeavours (http://cultural economics.blogspot.com/2009/09/what-is-cultural99
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economics.html,) which have been discussed earlier. Frey (2009: 20) defines
culture simply as an attitude or way of behaving. Meanwhile in cultural
anthropology, culture is associated with a common or shared values and practice
by any group. It has also been somewhat narrowly defined as "certain activities …
and the products … which have to do with the intellectual moral and artistic
aspects of human life such as works of the visual, performing and literary arts
(Throsby 2001:4)."
In spite of the diversity and multiple meanings of culture, there are certain
common features which can be identified with what culture is either within
ethnic groups or a combination of ethnic groups usually within a country like
those of West Africa. These varied definitions either explicitly or implicitly
recognise that while no single thing explains the full meaning of culture, a
combination of them can do so. These definitions recognise that culture is about
the learned behaviour of a people. This is usually based on the knowledge system
of the people, their creative abilities, customs and political and economic
relations. From this premise, one can argue and not wrongly that economic
growth goes hand in glove with the culture of the environment in which this
growth takes place. There is need to understand the enabling cultural
environment and the appropriate responses of a people of a given environment to
probably succeed in a business venture which has the intention of growing and
expanding in an economy or different economies. Failure to understand or
negligence to exploit the creative ability of a people for the good of the larger
society can only lead to more failures.
One must therefore not ignore the cultural environment that will enable
him/her to carry out the right prospection and investment which will lead to
growth, expansion and integration. Economic growth and creativity are 'birds of
the same feathers.' The absence of creativity and innovation and opportunities
may work against the determination of a people to make progress a motto.
Besides, the knowledge system of a people is the very basis on which society need
to lean to develop an autonomous economic system relevant to the immediate
socio-cultural and economic needs of that people. Many a times, the value-based
system of a people is completely shelved aside for foreign values that help to
confuse, contradict and negatively affect economic growth. The multiplier effect
leads to insufficiency, and instability affecting people across different sociopolitical and natural boundaries. The long term ripple effects are telling on
families and countries. Karanko (1992: 58) observes that culture is an inescapable
reliable determinant of a people's spiritual, material, intellectual, civil and
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emotional features and can impact on their very direction of development and
civilisation. He also adds that a society without cultural coherence is easily
penetrated and disrupted. Such penetration and disruption could be of economic
value but detrimental to real growth and integration. Many West African
countries are suffocating economically because their economies were easily
penetrated, disrupted and destroyed. Culture adverse economic policies have the
potential to destroy or frustrate the economic advancement of a people and
region.

3. ECOWAS and the Promotion of Culture
ECOWAS recognises the importance of culture for the unity of West African
peoples and countries. In Articles 29 and 31 paragraphs 1 and 2 of Protocol
A/SPI/12/01 on Democracy and Good Governance Supplementary to the
Protocol Relating to the Mechanism for Conflict Prevention, Management,
Resolution, Peacekeeping and Security, it is stated that this regional organisation
recognises that culture is essential for peace, stability and development of each
member state. The Protocol recognises that each of the culture of every group of
the Member State shall be respected and developed and that the Executive
Secretary of ECOWAS shall take necessary measures to organise periodic interstate cultural events such as festivals of arts and culture, symposia and various
cultural events on literature, music, arts and sports.
Through events such as the ECOWAS cup in football, and Miss ECOWAS
beauty pageant, ECOWAS countries organise a broad array of cultural and sports
activities (en.wikipedia.org/wiki/Economic_Community_of _West_African).
Besides, within the Department of Education, Culture, Science and Technology
of ECOWAS culture is valorised by this regional body. The cultural programme
of this department of education, culture, science and technology which was
approved by the Council of Ministers of ECOWAS is designed to strengthen and
develop exchanges, to promote creativity, cultural tourism development, and free
movement of cultural products as well as to enable African artists to have greater
access to the international art market. It is also designed to ensure that culture is
taken into account in the regional integration process for development and to
foster a sense of belonging. The broader aim of the cultural programme is to
support and encourage creativity within the ECOWAS space, promote cultural
exchange
and
strengthen
cooperation
with
film
makers
(www.comm.ecowas.int/dept/stand.php?id=e_e1_brief&lang=en; A/DEC.
4/11/96 ECOWAS Cultural Programme). Still within the context of promoting
culture, the Social and Cultural Affairs Commission of ECOWAS was established
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as one of the six specialised commissions. The other specialised commissions
include Trade, Customs, Immigration, Monetary and Payments, Industry,
Agriculture and Natural Resources, Transport, Communications and Energy,
Administration and Finance and Information (Economic Community of West
African States, www.referenceforbusiness).

4. Discussion: Shortcomings of ECOWAS Culture Policy
A close look at the culture policy of ECOWAS and its implementation shows
that it is peripheral to the core mission of this regional body. From birth
ECOWAS focused on the promotion of trade, cooperation and self-reliance in
West Africa. Even after the revision of the ECOWAS Treaty in 1993, this
regional body for West Africa re-emphasised the need to spur economic
integration and political cooperation and culture was simply shelved from the
core concern of ECOWAS (www.referenceforbusiness.com/encyclopedia/DevEco/Economic-Community-of-West-African-States-ECOWAS.html). The
recognition but near neglect of culture as an important element in the cultural
integration of a multicultural ECOWAS has contributed to an unstable
economic environment for all ECOWAS member countries, although some of
them are more stable than others.
Besides, it is not enough for participants to recognise and respect the
culture of every group of the member states of ECOWAS if they fail to tap from
these cultural specificities to engineer growth in cultural and related industries in
West Africa. Some of the greatest cultural challenges are from within different
member countries of ECOWAS like Nigeria and Cote d'Ivoire and not necessarily
between countries and foreign-imposed linguistic differences of the English,
French and Portuguese. The inability of the governments to handle this diversity
in cultures for good has made it difficult for umbrella organisations like
ECOWAS to use culture as a tool to promote economic growth in West Africa.
Cultural activities of ECOWAS such as the organisation of the beauty
pageant and the football cup have very little potential for meaningful economic
growth that can lead to the employment of thousands of people who are jobless.
These two activities indeed are not good indicators of growth for the region. The
one thing that these might have done is foster the ability of the people to
integrate easily but such integration is not synonymous with growth which has
the potential to keep citizens of the region from moving because they will have
the opportunity right at home or within the region to nurture their creative
potentials. Even cultural exchanges between member states which have been
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encouraged by ECOWAS seem not to have produced the desired results several
decades after the formation of the organisation. These have not been targeted and
so no huge investment has been made in this sector with the conscious aim of
boosting the cultural industry so that it could promote employment and growth
in industry in West Africa.
Although cultural tourism, free movement of cultural products and
creativity have been recognised and encouraged by ECOWAS in the cultural
programmes of the Department of Education, Culture, Science and Technology,
except in a few countries, much of this has remained wishful thinking. Cultural
economics remains an untapped reservoir for economic growth in West Africa.
This was publicly noted by experts in Dakar Senegal in 2006. During the Dakar
conference these experts brainstormed on the challenges of cultural industries.
While they recognised that music, cinema, audiovisual and book sectors were
experiencing a certain dynamism, they were confronted with obstacles and
difficulties such as piracy, customs and fiscal system problems and the legal
environment which was not too favourable for the development of cultural
industries as well as high production costs (www.diversite-culturelle.aq.ca/
index.php?id=112&L=1&tx).

5. Towards a Culture that Enhances Economic Growth
Culture has been recognised as an important vector of development by ECOWAS
and some West African countries but has not been exploited sufficiently for the
benefit of member states to make this a reality. While a few countries like Nigeria
and Ghana have recognised its importance and tapped from it to develop a
cultural industry that has promoted economic growth through various forms of
investment and advertisement, most of them have not done so because so many
politicians generally regard culture only in the divisive and negative sense.
Cultural values and the cultural industry must indeed be consciously pursued by
West African countries because culture plays a role in how the production of
goods and services are organised, how value is placed on labour and opportunity,
how purchase and investment decisions are made and how the resources of the
earth are utilised. This is because attitudes about education, individual rights,
accumulation of wealth and the importance of private property drive the
adoption of economic systems and political institutions (Cultural Economics.
http://culturaleconomics.blogspot.com/2009/09/what-is-culturaleconomics.html).
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Since culture shapes the body and influences the skills people acquire
(Vander Niet 2010: xi), there is need to recognise its importance vis-à-vis the
productive industry if growth is to be maximised in West Africa. Besides, arts and
culture-related industries also known as the creative industries provide direct
economic benefits to states and communities. They create jobs, attract
investments, generate tax revenues and stimulate local economies through
tourism and consumer purchases (http://www.nga.org/Files/pdf/
0901ARTSANDECONOMY.PDF). While a few countries such as Ghana,
Senegal, Burkina Faso and Nigeria have exploited this possibility to some extent,
most of them have not realised that the creative or cultural industries are a
dependable source of economic growth through culture tourism and other forms
of wealth creation and employment. Through arts and culture there is a lot that
can be done to complement community development and enrich local amenities
that will attract young professionals to an area that will provide them with the
opportunity to contribute to growth in a visible and practical way. The cultivator
of the arts and culture can create new jobs and also foster an environment and
develop amenities that could attract talented young workers. It has been proven
in countries like Kenya that tourism built around the arts and culture can
contribute to state and local economic growth by providing a diversified and
sustainable means for creating jobs and attracting revenue thereby and urging
investors to come in and invest their money.
While an effort is being made to promote music, visual arts, literature and
film through theoretical and practical ways in some countries of the West African
sub-region, a lot still has to be done to popularise these activities in such a way
that people will see in them a way of propelling ECOWAS member countries
positively forward. These activities play a crucial role in the state's economy and
the tourist industry as has been highlighted in the preceding paragraphs. These
creative activities which are culture bound have been increasingly contributing to
the contemporary workforce, making substantial contributions to industries'
products and services, and infusing culture into community development
(http://www.nga.org/Files/pdf/0901ARTSANDECONOMY.PDF). The craft
industry in particular encourages individual creativity, skill, and talent and has the
potential for wealth and job creation through the generation and exploitation of
intellectual property. Any attempts made to bring about economic growth
without reflection on how the communities can be brought into the mainstream
ends up not achieving the required results. The cultural sector has shown clearly
that through it a holistic type of development from the base to the top can be
guaranteed for many more years to come.
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Since it is culture that determines people's material features and the very
direction and type of development and civilisation (Karanko 1992: 58) it will be
important to recognise this and invest in and understand the cultural values of
the people in order to engage in those economic activities that can be supported
by the people. In this way there will be a certainty of economic growth because
this economic activity has been established on the basis of cultural values that are
development-oriented. Besides, if West African countries want to make long
range economic forecasts, they must understand how culture and cultural change
will shape future economic choice (Cultural Economics, http://
culturaleconomics. blogspot.com/2009/09/what-is-cultural-economics.html).
This is necessary because cultural conflict is a barrier to exploration and
production.
Other West African countries may borrow from the experience of Nigeria
because her advertising strategies both use western and traditional African cultural
values in their pursuit of wealth and economic growth. This, however, has its own
problems in the sense that the western values are not fully appreciated by
everyone although some people have no problem with it. It would perhaps be
more meaningful and more productive if traditional values are put in place in the
advertising industry as many different people will be attracted by it and such a
policy can therefore ultimately lead to greater growth and diversification of the
economy.
The way to economic growth in West Africa is to avoid the adoption of
technology without a profound understanding of its cultural implications. Where
it is possible, technology should be indigenous and consistent with cultural
norms. Scientists and innovators must fully understand culture, society, politics
and history, and develop a holistic way of looking at, assessing, evaluating and
implementing new technology (Culture, Technology Adoption, and Economic
Development husky1,stmarys.ca/˜hmillar/techcul.htm). Linked to the need to
understand the cultural environment, western-oriented medical practitioners in
West Africa need to learn and know the taste of their clients' community, borrow
certain aspects of such culture (Ogungbile 1997: 109) if they must work well and
succeed in initiating economic growth through a dependable social policy.
There is also the problem of the culture of impunity and non-preservation
of the historic sites among the people of West Africa like their counterparts
elsewhere in the continent. This is one of the areas of culture that if fully tackled
can lead to growth in output and employment for the citizens of West African
countries. Experience has shown that the preservation of the historic built
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environment can be a critical vehicle to promote rather than hamper economic
growth (Rypkema 1999). West African culture ministries and related services
should pursue a policy of preserving this historic built environment vigorously as
an important source of economic growth and take advantage of the employment
opportunities this will provide. Agbontaen-Eghafona and Okpoko (2004) have
intimated that using traditional preservative methods in museums are good
because of their availability, effectiveness and reliability. Considering the
importance of museums in the history of each community and the lessons that
can be learnt for future development, there is need to invest in this sector more
meaningfully to encourage the development of the raw material sector and the
employment opportunities this would engender.
Culture has been identified as an important sector for economic growth
and the cultural sector is an important employment generator. Some countries
like Brazil and Argentina in South America have used this sector to provide
employment and generate growth. In Brazil, the cultural sector contributes 6.7 %
and in Argentina 4.1 % to Gross National Product. For the United States of
America the percentage is 7.75 % (Culture as an Engine for Economic Growth,
Employment and Development, http://www.oas.org/udse/english/documentos/
inf1.doc). These are great percentages that have led to economic growth. The
simple fact is that the culture industry has specifically contributed to the
economy, employment and material welfare of a people. One of the few problems
that need to be addressed is piracy of cultural products which have not benefitted
the producers of this product as much. This is the case with the Nigerian film and
book industries where books and films have been pirated with impunity by
people who are always ready to reap where they did not plant.
Countries of West Africa should also take advantage of the developing
"evening economy" where shops remain opened for long hours and other forms
of mixes of economic activities such as cafes, restaurants, arts venues and gyms.
These evening activities are part of the culture of many people of West African
countries and they help to diversify the town centre economy and provide many
other opportunities for their people. Evidence shows that the evening economy is
particularly attractive to new economy workers and accommodates the daily lives
of busy adults and families (Cultural Economic Development: A Strategy to
Leverage Michigan's Creative Talent and Cultural Assets to Spur Economic
Growth and Build Community Prosperity, 2005: 10-11).
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6. Conclusion
This paper has tried to show how as complex and problematic as the definition of
culture might be, it is an important source of economic growth in West Africa
which unfortunately has not been fully exploited in spite of the enormous human
resources available. While a few developing countries have tried to make capital
out of culture like Brazila, Argentina, the US and Japan knew and made use of
cultural activities to enhance the culture industry for greater output
Unfortunately, many countries fear even the mention of the word "culture" and
are especially wang of kleptocratic leaders who are always pretending to give the
impression that they have created a sense of national unity which remains largely
theoretical than practical.
The essay recognised the institutionalisation of culture-related activities by
ECOWAS but argued that together with national governments, ECOWAS needs
to be more vigorous and proactive in its culture and culture-related activities so
that these might boost economic growth. This is because at present, these have
not succeeded to move the economies of West African countries towards growth
and integration. It is only by tapping from culture and fostering those intrinsic
values of creativity, innovation, sense of duty and organisation that West African
countries will be able to see that investment in culture after all is an important
thing to do and assure a steady economic growth. Culture has been so relegated to
the background of national planning that foreign intrusion has only helped to
disrupt and destroy West African economies. Let West Africa and other regions of
Africa learn from Asian countries, notably China, India, South Korea and
Indonesia, most of whom by 1961 were either below or at the same level of
development and growth with African countries but have today taken a lead as
emerging nations with potentials for expansion and security. Their culture has
had an important role in this significant breakthrough in the economy and
culture which are now being exported to other parts of the world, especially West
Africa and other regions of Africa.
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