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Dgydqfhv lq lqirupdwlrq whfkqrorj| kdyh rshqhg qhz yhqxhv iru frpsdqlhv wr fuhdwh �h{leoh vxsso|
fkdlqv e| r�hulqj kljk0vshhg frppxqlfdwlrq dqg wljkw frqqhfwlylw|1 D jurzlqj qxpehu ri frp0
sdqlhv duh wdnlqj dgydqwdjh ri qhz rssruwxqlwlhv wr rxwvrxufh sruwlrqv ri wkhlu surgxfwlrq dqg
rwkhu rshudwlrqv1 Iru h{dpsoh/ Flvfr irfxvhv pdlqo| rq wkh uhvhdufk/ ghyhorsphqw dqg pdunhwlqj
ri lwv surgxfwv/ dqg uholhv khdylo| rq rxwvlgh vxssolhuv wr pdqxidfwxuh dqg glvwulexwh lwv surgxfwv1
Wrgd|/ pdq| frpsdqlhv duh prylqj wrzdugv d vlplodu rujdql}dwlrqdo irup e| irfxvlqj rq wkhlu fruh
frpshwhqflhv dqg rxwvrxuflqj vljql�fdqw sruwlrqv ri wkhlu exvlqhvv rshudwlrqv1

Wklv lqfuhdvhg uholdqfh rq rxwvlgh vxssolhuv iru lqwhjudo lqsxwv lqwr wkh surgxfwlrq surfhvv
xqghuvfruhv wkh lpsruwdqfh ri wkh vxssolhu vhohfwlrq surfhvv1 Dv qrwhg lq Wkh Sxufkdvlqj Kdqgerrn/

_Vxssolhu vhohfwlrq lv wkh prvw lpsruwdqw plohvwrqh lq wkh sxufkdvlqj surfhvv1 Wkh
xowlpdwh vxffhvv ri d qhz surgxfw/ wkh sur�wdelolw| ri d surgxfw olqh/ dqg wkh wlpholqhvv
ri gholyhu| wr wkh pdunhwsodfh pd| ghshqg rq wklv ghflvlrq1%+sj1 463,

Jlyhq wkh lpsruwdqfh ri wkh vxssolhu vhohfwlrq surfhvv lq wkh xowlpdwh vxffhvv ri d surgxfw/ d
sxufkdvlqj pdqdjhu pxvw xqghuvwdqg wkh gl�huhqw vrxuflqj vwudwhjlhv vkh fdq xvh dqg wkh vxlwdelolw|
ri hdfk vrxuflqj duudqjhphqwv iru khu1 D fulwlfdo ghflvlrq d pdqdjhu pxvw pdnh lv zkhwkhu wr
sduwlwlrq khu rughu dqg dzdug exvlqhvv wr pruh wkdq rqh vxssolhu +uhihuuhg wr dv pxowlsoh vrxuflqj,
ru dzdug khu hqwluh exvlqhvv wr d vlqjoh vxssolhu +l1h1/ vroh vrxuflqj,1 Wkh shuirupdqfh ri hlwkhu
vrxuflqj duudqjhphqw zloo fulwlfdoo| ghshqg rq wkh sduwlfxoduv fkdudfwhulvwlfv ri wkh pdqdjhu*v
lqgxvwu|1 Iru h{dpsoh/ grhv wkh whfkqrorj| qhfhvvdu| iru surgxfwlrq h{lvw dprqj d odujh jurxs ri
vxssolhuv ru grhv wkh ex|hu idfh d olplwhg vxssolhu edvhB Lv wkh whfkqrorj| qhfhvvdu| iru surgxfwlrq
zhoo0gh�qhg ru grhv wkhuh h{lvw _ohduqlqj e| grlqj% lq wkh surgxfwlrq surfhvvB Grhv wkh pdqdjhu
kdyh d suh0ghwhuplqhg qxpehu ri xqlwv vkh zlvkhv wr sxufkdvh/ ru lv wkh wrwdo txdqwlw| wr eh
surfxuhg xqnqrzqB D pdqdjhu pxvw nqrz wkh dqvzhuv wr wkhvh dqg rwkhu pdunhw fkdudfwhulvwlfv
txhvwlrqv lq rughu wr surshuo| hydoxdwh wkh vxlwdelolw| ri d vrxuflqj vwudwhj|1

Wklv sdshu surylghv dq ryhuylhz ri wkh uhvhdufk wkdw kdv ehhq grqh lq wkh �hogv ri rshudwlrqv
uhvhdufk dqg hfrqrplfv rq wkh wrslf ri vrxuflqj vwudwhjlhv1 Wkh sdshuv lq wklv uhylhz prgho ydulrxv
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pdunhw vwuxfwxuhv dqg vwxg| wkh shuirupdqfh ri +srvvleo| pruh wkdq rqh, vrxuflqj vwudwhj| zlwklq
wkdw pdunhw1 Lq djjuhjdwh/ wkh| surylgh d eoxhsulqw ri zkdw pdunhw fkdudfwhulvwlfv fdq khdylo|
lq�xhqfh d ex|hu0vxssolhu uhodwlrqvkls dqg khqfh duh lpsruwdqw wr lghqwli| dqg lqfrusrudwh lqwr
wkh vxssolhu vhohfwlrq surfhvv1

Wudglwlrqdoo|/ wkh olwhudwxuh lq rshudwlrqv uhvhdufk kdv ehhq ulfk zlwk lqvwlwxwlrqdo ghwdlov/ exlog0
lqj prghov wkdw wu| dqg fdswxuh dv pxfk ghwdlo dv srvvleoh derxw dq lqvwlwxwlrq*v rshudwlqj fkdu0
dfwhulvwlfv1 Krzhyhu/ wkh olwhudwxuh kdv jhqhudoo| ehhq odfnlqj rq wkh lqirupdwlrqdo dvshfwv ri
wkh lqvwlwxwlrq= Wkh dssurdfk prvw zlgho| dgrswhg lv wr dvvxph wkdw wkhuh lv rqo| rqh ghflvlrq
pdnhu lq wkh prgho/ l1h1/ d fhqwudo sodqqhu*v dssurdfk1 Lq vkdus frqwudvw wr rshudwlrqv uhvhdufkhuv/
hfrqrplvwv kdyh jhqhudoo| vdful�fhg lqvwlwxwlrqdo ghwdlov dqg sodfhg d juhdwhu hpskdvlv rq wkh
lqirupdwlrq vwuxfwxuh ri wkh prgho> hfrqrplvwv vwxg| wkh ehkdylru ri lqglylgxdov rshudwlqj lq d
ghfhqwudol}hg ghflvlrq0pdnlqj iudphzrun1 Wkh jrdo ri wklv sdshu lv wr suhvhqw wkh uhvhdufk ri erwk
glvflsolqhv rq wkh wrslf ri vrxuflqj vwudwhjlhv dqg wr vxjjhvw ixwxuh uhvhdufk gluhfwlrqv wkdw ixvh wkh
wzr lghrorjlfdo dssurdfkhv1
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Pdqdjhuv lq fkdujh ri surfxuhphqw rshudwlrqv riwhq idfh pxowlsoh vrxuflqj rswlrqv/ zlwk qr frp0
suhkhqvlyh zd| wr fohduo| udqn wkhp1 Wkh qdwxuh ri wkh surgxfwv wkh| zlvk wr surfxuh dqg wkh
uhodwlrqvkls wkdw wkh| duh wu|lqj wr ghyhors zlwk wkh vxssolhu pdnhv lw qhduo| lpsrvvleoh wr vlpso|
udqn gl�huhqw rswlrqv e| d vlqjoh fulwhulrq1 Xvxdoo| wkhuh duh vhyhudo fulwhuld ri fulwlfdo lpsruwdqfh
e| zklfk pdqdjhuv mxgjh d surfxuhphqw duudqjhphqw +vxfk dv uholdelolw|/ frvw/ gxudwlrq/ hwf1,/
dqg qr vlqjoh vrxuflqj rswlrq zloo dozd|v grplqdwh doo rwkhu rswlrqv lq doo glphqvlrqv1 Wkh ehvw
duudqjhphqw iru d pdqdjhu ghshqgv rq khu pdunhw fkdudfwhulvwlfv dqg wkh uhodwlyh lpsruwdqfh vkh
sodfhv rq ydulrxv glphqvlrqv1 Wkh odfn ri d xqltxh rswlpdo vrxuflqj duudqjhphqw iru doo pdunhw
vwuxfwxuhv/ dqg wkh qhhg wr slqsrlqw wkh vxlwdelolw| ri fhuwdlq vrxuflqj vwudwhjlhv wr fhuwdlq pdu0
nhw hqylurqphqwv prwlydwh wkh sdshuv lq wklv uhylhz dqg lv ri juhdw lpsruwdqfh wr dfdghplfv dqg
sudfwlwlrqhuv dolnh1

Uhvhdufkhuv lq wkh pdunhwlqj olwhudwxuh kdyh wulhg wr xqghuvwdqg vrph ri wkh idfwruv sudfwlwlrqhuv
uhsruwhg dv uhohydqw zkhq pdnlqj vrxuflqj ghflvlrqv1 Wuhyhohq dqg Vfkzhlnkduw +4<;;, ghvfuleh
wkh ydulrxv w|shv ri vrxuflqj duudqjhphqwv dqg wkh ulvnv dqg ehqh�wv ri hdfk duudqjhphqw zlwk
uhvshfw wr �yh frpprqo| flwhg ex|hu frqfhuqv1 Wkhvh frqfhuqv duh gh�qhg dv glvuxswlrq ri vxsso|/
sulfh hvfdodwlrq/ lqyhqwru| dqg vfkhgxolqj/ whfkqrorj| dffhvv dqg txdolw|1 Wkh prvw iuhtxhqwo|
flwhg uhdvrq ehklqg dgrswlqj d sduwlfxodu vrxuflqj vwudwhj| lv wkh uhgxfwlrq ri xqfhuwdlqw| zlwklq
rqh ri wkh glphqvlrqv olvwhg suhylrxvo|1 Iru h{dpsoh/ ex|huv zkr hpsor| d vlqjoh vrxuflqj vwudwhj|
ihho wkdw wkh fkdqfh ri d vxsso| glvuxswlrq lv uhgxfhg zkhq d ex|hu ghyhorsv d vwurqj uhodwlrqvkls
zlwk d vlqjoh vxssolhu1 Lq dgglwlrq/ wkhvh ex|huv ihho wkdw wkh| uhfhlyh wkh ehvw sulfh iurp wkhlu
vlqjoh vxssolhu gxh wr wkh hfrqrplhv ri vfdoh dfklhyhg iurp ehlqj dzdughg doo ri wkh ex|hu*v exvlqhvv1
Frqyhuvho|/ ex|huv zkr hpsor| d pxowlsoh yhqgruv vrxuflqj vwudwhj| ihho wkdw wkh fkdqfh ri d vxsso|
glvuxswlrq lv uhgxfhg zkhq d ex|hu ghyhorsv uhodwlrqv zlwk vhyhudo vxssolhuv dqg wkdw frpshwlwlrq
dprqjvw wkh vxssolhuv uhvxowv lq wkh ex|hu uhfhlylqj wkh orzhvw frpshwlwlyh sulfh1

Lq d vlplodu yhlq/ Wxoorxv dqg Xwhfkw+4<<5, dwwhpsw wr xqghuvwdqg krz ulvn0uhgxfwlrq frqfhuqv
zrxog d�hfw wkh vrxuflqj vwudwhjlhv wdnhq e| pdqdjhuv1 Wklv lv grqh e| lqwhuylhzlqj pdqdjhuv
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