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7KLV SDSHU DWWHPSWV WR DQDO\]H WKH FDXVDO UHODWLRQVKLSV EHWZHHQ WKUHH GLPHQVLRQV RI RUJDQL]DWLRQDO
FKDQJH �VFRSH� FRVW� WLPH� DQG WKUHH VWDWHV RI SV\FKRORJLFDO FRQWUDFW �EUHDFK� YLRODWLRQ� UHLQIRUFHPHQW��
([LVWLQJ ZRUN KDV QRW EURXJKW WKHVH OLWHUDWXUHV WRJHWKHU DQG WKLV SDSHU DWWHPSWV WR EULGJH WKLV WKHRUHWLFDO
JDS� $IWHU UHYLHZLQJ WKH OLWHUDWXUH DERXW RUJDQL]DWLRQDO FKDQJH DQG SV\FKRORJLFDO FRQWUDFW� D WKHRUHWLFDO
IUDPHZRUN LV SURSRVHG WKDW OLQNV WKHVH DUHDV� 6HYHUDO SURSRVLWLRQV DUH VXJJHVWHG WKURXJKRXW WKH SDSHU�
DQG WKHRUHWLFDO DQG SUDFWLFDO LPSOLFDWLRQV DUH GLVFXVVHG LQ WKH FRQFOXVLRQ�
.H\ZRUGV� 2UJDQL]DWLRQDO VWUDWHJLF FKDQJH� 3V\FKRORJLFDO FRQWUDFW YLRODWLRQ� 3V\FKRORJLFDO FRQWUDFW
EUHDFK� DQG 3V\FKRORJLFDO FRQWUDFW UHLQIRUFHPHQW�

,� ,1752'8&7,21�
7KH VWXG\ RI RUJDQL]DWLRQDO FKDQJH LV DQ HPHUJHQW DUHD ZLWKLQ VXFK GLVFLSOLQHV DV VWUDWHJLF
PDQDJHPHQW� RUJDQL]DWLRQDO EHKDYLRU� RUJDQL]DWLRQDO WKHRU\� VRFLRORJ\� SROLWLFDO VFLHQFH� DQG
LQGXVWULDO DQG RUJDQL]DWLRQDO SV\FKRORJ\ �%XUNH� ������ 7KLV EXUJHRQLQJ LQWHUHVW LV PDLQO\
GXH WR WKH LQFUHDVLQJ LPSRUWDQFH RI PDQ\ RUJDQL]DWLRQDO WUHQGV �H�J� UHVWUXFWXULQJ� GRZQ�
VL]LQJ� UHHQJLQHHULQJ� GHPRJUDSKLF GLYHUVLW\� IRUHLJQ FRPSHWLWLRQ� DQG VR RQ� WKDW KDYH EHHQ
LQÀXHQFHG E\ FKDQJHV LQ WKH H[WHUQDO HQYLURQPHQW� 2UJDQL]DWLRQDO FKDQJH OLWHUDWXUH KDV IR�
FXVHG D JRRG GHDO RI DWWHQWLRQ RQ DQ RUJDQL]DWLRQ¶V KXPDQ UHVRXUFHV �/HZLQ� ����� )ULHGODQ�
GHU 	 %URZQ� ����� 6FKHLQ� ����� %HFNKDUG 	 +DUULV� ����� 3RUUDV� ����� 3RUUDV 	 6LOYHUV�
����� 3RUUDV 	 5REHUVRQ� ����� :HLFN 	 4XLQQ� ����� %XUNH� ������ ,Q VSLWH RI WKH XQGHUO\�
LQJ UROH RI KXPDQ UHVRXUFHV LQ RUJDQL]DWLRQDO FKDQJH OLWHUDWXUH� WKH HPSOR\PHQW UHODWLRQVKLS
KDV QRW EHHQ H[SOLFLWO\ FRQVLGHUHG� :KLOH UHVHDUFKHUV KDYH IRFXVHG DWWHQWLRQ RQ VRXUFHV DQG
IDFWRUV LQFUHDVLQJ UHVLVWDQFH WR FKDQJH� WKH\ KDYH QRW FRQVLGHUHG WKH HIIHFWV DQ HPSOR\HH¶V
SV\FKRORJLFDO FRQWUDFW KDV RQ WKH DFFHSWDQFH RI FKDQJH� )XUWKHU� VFKRODUV KDYH DUJXHG WKDW
� 3URIHVRU GHO 'HSDUWDPHQWR GH $GPLQLVWUDFLyQ GH OD 8QLYHUVLGDG GH &RQFHSFLyQ� 5HDOL]D VX GRFWRUDGR HQ 6DP:DOWRQ &ROOHJH RI %XVLQHVV� 'HSDUWPHQW RI 0DQDJHPHQW 8QLYHUVLW\ RI $UNDQVDV�
2 , DP YHU\ JUDWHIXO IRU WKH LQVLJKWIXO FRPPHQWV RI WKUHH UHYLHZHUV IURP WKH $FDGHP\ RI 0DQDJHPHQW RI WKH86$ DQG WKRVH RI 'U� $ODQ (OOVWUDQG DQG 'U� $QQH 2¶/HDU\�.HOO\� ERWK RI WKHP SURIHVVRUV RI WKH 'HSDUWPHQW RI
0DQDJHPHQW� 6DP :DOWRQ &ROOHJH RI %XVLQHVV� 8QLYHUVLW\ RI $UNDQVDV� 7KH VXJJHVWLRQV DQG FRPPHQWV IURP DOO
¿YH ZHUH FUXFLDO LQ LPSURYLQJ WKH TXDOLW\ RI WKLV SDSHU�
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FKDQJHV LQ DQ HPSOR\HH¶V SV\FKRORJLFDO FRQWUDFW �.LVVOHU� ����� 0RUULVRQ� ����� SURGXFH DW
OHDVW WZR QHJDWLYH HIIHFWV� �D� LQFUHDVHG XQFHUWDLQW\ DERXW ZKDW HPSOR\HHV DQG RUJDQL]DWLRQV
RZH RQH DQRWKHU �6LPV� ����� DQG �E� LQFUHDVHG GLI¿FXOWLHV� RQ WKH SDUW RI WKH RUJDQL]DWLRQ�
WR IXO¿O LWV REOLJDWLRQV WR LWV HPSOR\HHV �0F/HDQ 3DUNV 	 .LGGHU� ���� QRW LQ 5HIHUHQFHV����
7KHVH WZR HIIHFWV DUH OLNHO\ WR LQÀXHQFH WKH GHJUHH WR ZKLFK DQ\ SURFHVV RI RUJDQL]DWLRQDO
FKDQJH ZLOO VXFFHHG� 2UJDQL]DWLRQV IXQFWLRQ LQ D FOLPDWH RI FKDQJH �5RELQVRQ� ������ UH�
TXLULQJ WKHP WR XQGHUWDNH GLIIHUHQW W\SHV RI FKDQJH �L�H� FRQWLQXRXV� LQFUHPHQWDO� UDGLFDO� WR
VXUYLYH DQG UHVSRQG DGHTXDWHO\ WR HQYLURQPHQWDO FKDOOHQJHV� WKH HPSOR\PHQW UHODWLRQVKLS�
DQG WKH XQGHUO\LQJ SV\FKRORJLFDO FRQWUDFWV� WKHVH DUH FULWLFDO UHTXLVLWHV WR RUJDQL]DWLRQDO VXF�
FHVV� $V D UHVXOW� RUJDQL]DWLRQV PXVW DOPRVW FRQWLQXRXVO\ PDQDJH� UHQHJRWLDWH� DQG DOWHU WKH
WHUPV RI WKH HPSOR\PHQW DJUHHPHQW WR ¿W FKDQJLQJ FLUFXPVWDQFHV �$OWPDQ 	 3RVW� ������

5HVHDUFKHUV DUJXH WKDW� LQ OLJKW RI WUHQGV WRZDUGV JOREDOL]DWLRQ� UHVWUXFWXULQJ� DQG GRZQ�
VL]LQJ� SV\FKRORJLFDO FRQWUDFWV DUH SOD\LQJ DQ LQFUHDVLQJO\ LPSRUWDQW UROH LQ FRQWHPSRUDU\
HPSOR\PHQW UHODWLRQVKLSV �5RELQVRQ 	 5RXVVHDX� ����� 5RELQVRQ� ������ ,Q VSLWH RI WKHVH
UHFHQW GHYHORSPHQWV� OLWWOH ZRUN KDV LQYHVWLJDWHG WKH UHODWLRQVKLS EHWZHHQ RUJDQL]DWLRQDO
FKDQJH DQG WKH SV\FKRORJLFDO FRQWUDFW �5RELQVRQ� ������ 7KH RQO\ H[FHSWLRQ LV WKH H[�
SORUDWRU\ VWXG\ GRQH E\ 3DWH� 0DUWLQ 	 6WDLQHV ������� ZKLFK GHVFULEHV WKH OLQN EHWZHHQ
SV\FKRORJLFDO FRQWUDFW EUHDFK DQG UHVLVWDQFH WR VWUDWHJLF DQG RUJDQL]DWLRQDO FKDQJH� 7KLV
VWXG\� ZKLFK ZDV EDVHG RQ D VLQJOH FDVH� KLJKOLJKWV VHYHUDO LQVLJKWV FRQFHUQLQJ UHVLVWDQFH
WR RUJDQL]DWLRQDO FKDQJH �L�H� XQZLOOLQJQHVV WR FRRSHUDWH LQ IXWXUH RUJDQL]DWLRQDO FKDQJH��
0RUHRYHU� UHVHDUFKHUV H[DPLQLQJ SV\FKRORJLFDO FRQWUDFW YLRODWLRQ FRQVLGHU LW RQO\ LQ WHUPV
RI HPSOR\HU RU RUJDQL]DWLRQ UHVSRQVLELOLW\� ZLWKRXW DOORZLQJ IRU YLRODWLRQ RQ WKH SDUW RI WKH
HPSOR\HH� 7KLV LVVXH LV YHU\ LPSRUWDQW LQ DQDO\]LQJ WKH HIIHFWV RI HPSOR\HH EHKDYLRU DQG DW�
WLWXGHV RQ DQ\ GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH� )LQDOO\� WKH OLWHUDWXUH KLJKOLJKWV RQO\ RQH
FDXVDO GLUHFWLRQ EHWZHHQ RUJDQL]DWLRQDO WUHQGV �GRZQVL]LQJ� UHHQJLQHHULQJ SURMHFWV� DQG VR
RQ� DQG WKH SV\FKRORJLFDO FRQWUDFW� 7KH RSSRVLWH HIIHFW ± KRZ WKH SV\FKRORJLFDO FRQWUDFW PD\
DIIHFW SURFHVVHV RQJRLQJ ZLWKLQ DQ RUJDQL]DWLRQ ± KDV QRW EHHQ FRQVLGHUHG�

:KLOH VRPH ZRUN OLQNV WKH SV\FKRORJLFDO FRQWUDFW WR RUJDQL]DWLRQDO FKDQJH� QR H[SOLFLW
GLVFXVVLRQ RI WKH SV\FKRORJLFDO FRQWUDFW¶V UROH ZLWKLQ VWUDWHJLF RUJDQL]DWLRQDO FKDQJH FRQWH[W
KDV WDNHQ SODFH� )RU LQVWDQFH� PDQDJHPHQW WKHRULVWV NQRZ UHODWLYHO\ OLWWOH DERXW WKH IDFWRUV
WKDW SUHFLSLWDWH IHHOLQJV RI SV\FKRORJLFDO FRQWUDFW YLRODWLRQ� DQG WKH\ KDYH QRW FRQVLGHUHG
VWUDWHJLF FKDQJH DV D VRXUFH OHDGLQJ WR WKHVH IHHOLQJV �0RUULVRQ 	 5RELQVRQ� ���� VHH UHIHU�
HQFHV�� 7KHUHIRUH� EDVHG RQ WKH WKHRUHWLFDO JDSV WKDW KDYH EHHQ LGHQWL¿HG ZLWKLQ ERWK DUHDV
RI UHVHDUFK� WKH PDLQ UHVHDUFK TXHVWLRQV RI WKLV SDSHU DUH KRZ GRHV RUJDQL]DWLRQDO FKDQJH DI�
IHFW WKH SV\FKRORJLFDO FRQWUDFW� DQG DW WKH VDPH WLPH� KRZ GR FKDQJHV LQ WKH SV\FKRORJLFDO
FRQWUDFW DIIHFW WKH WLPH� FRVW� DQG VFRSH RI RUJDQL]DWLRQDO FKDQJH"

,Q WKH IROORZLQJ VHFWLRQV� ZH ZLOO UHYLHZ WKH OLWHUDWXUH FRQFHUQLQJ RUJDQL]DWLRQDO FKDQJH
DQG WKH SV\FKRORJLFDO FRQWUDFW� KLJKOLJKWLQJ WKHRUHWLFDO JDSV LQ HDFK DUHD� :H WKHQ SUHVHQW D
IUDPHZRUN OLQNLQJ WKH PDLQ GLPHQVLRQV RI RUJDQL]DWLRQDO FKDQJH WR WKH SV\FKRORJLFDO FRQ�
WUDFW� +HUH ZH VXJJHVW D YDULHW\ RI WKHRUHWLFDO SURSRVLWLRQV WR EH WHVWHG LQ IXWXUH ¿HOG VWXGLHV�
)LQDOO\� WKH ODVW VHFWLRQ RI WKLV SDSHU GLVFXVVHV WKHRUHWLFDO DQG HPSLULFDO LPSOLFDWLRQV RI WKH
IUDPHZRUN�
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%XUNH ������ EURDGO\ GH¿QHV ³RUJDQL]DWLRQDO FKDQJH´ DV RUJDQL]DWLRQDO WUDQVIRUPDWLRQV WKDW
VKLIW WKH GLUHFWLRQ RI DQ RUJDQL]DWLRQ ZLWK WKH REMHFWLYH WR LPSURYH WKH SURFHVV RI GHFLVLRQ�
PDNLQJ DQG DFFRXQWDELOLW\� ZKLOH SURYLGLQJ RUJDQL]DWLRQDO PHPEHUV ZLWK D QHZ YLVLRQ IRU WKH
IXWXUH� 2UJDQL]DWLRQDO FKDQJH OLWHUDWXUH GLVFXVVHV WKUHH OHYHOV RI DQDO\VLV� LQGLYLGXDO� JURXS�
DQG RUJDQL]DWLRQDO� (YHQ WKRXJK WKHVH WKUHH OHYHOV RI DQDO\VLV LQWHUDFW ZLWK RQH DQRWKHU� RUJD�
QL]DWLRQDO FKDQJH PDLQO\ IRFXVHV RQ SHRSOH¶V EHKDYLRU� DWWLWXGHV� YDOXHV� DQG EHOLHIV �3IHIIHU
	 6DODQFLN� ������

(DUO\ VWXGLHV RI RUJDQL]DWLRQDO FKDQJH VWUHVV WKH LPSRUWDQFH RI XQGHUVWDQGLQJ WKH UROH RI
KXPDQ UHVRXUFHV GXULQJ RUJDQL]DWLRQDO FKDQJH� )RU LQVWDQFH� WKH +DZWKRUQH 6WXGLHV ������
QRW LQ 5HIHUHQFHV�� SURYLGH D IRXQGDWLRQ IRU RXU XQGHUVWDQGLQJ RI RUJDQL]DWLRQDO FKDQJH
DQG LWV FRQQHFWLRQ ZLWK DQ RUJDQL]DWLRQ¶V KXPDQ UHVRXUFHV� 7KHVH VWXGLHV �D� GHPRQVWUDWHG
WKH LPSRUWDQFH RI SV\FKRORJLFDO DQG KXPDQ IDFWRUV� �E� VLJQDOHG WKH FULWLFDOLW\ RI VHYHUDO
IDFWRUV IRU ZRUNHU VDWLVIDFWLRQ �DXWRQRP\� LQGHSHQGHQFH� IHHGEDFN� UHZDUGV�� �F� LQGLFDWHG
WKH LPSRUWDQFH RI KXPDQLVWLF WUHDWPHQW RI ZRUNHUV� �G� SURYLGHG HYLGHQFH IRU +HUW]EHUJ¶V
0RWLYDWLRQ�+\JLHQH 7KHRU\� DQG ¿QDOO\� �H� SURYLGHG D IRXQGDWLRQ IRU WKH VWXG\ RI JURXS
G\QDPLFV�

2UJDQL]DWLRQDO FKDQJH OLWHUDWXUH LQFOXGHV VHYHUDO WKHRUHWLFDO PRGHOV WKDW KLJKOLJKW WKH LP�
SRUWDQFH RI KXPDQ UHVRXUFHV DV D FULWLFDO HOHPHQW RI DQ\ RUJDQL]DWLRQDO FKDQJH� /HDYLWW¶V
������ QRW LQ 5HIHUHQFHV�� PRGHO RI RUJDQL]DWLRQDO FKDQJH LQFOXGHV IRXU PDMRU FRPSRQHQWV�
WDVN� SHRSOH� WHFKQRORJ\� DQG VWUXFWXUH� $FFRUGLQJ WR /HDYLWW� DOO RI WKHVH FRPSRQHQWV DUH LQ�
WHUUHODWHG DQG KXPDQ UHVRXUFHV LV RQH RI WKH PRVW GRPLQDQW FRPSRQHQWV� )ULHGODQGHU DQG
%URZQ¶V ������ IUDPHZRUN LGHQWL¿HV KXPDQ UHVRXUFHV� SURFHGXUHV� DQG WHFKQRORJ\ DV FULWL�
FDO GLPHQVLRQV RI WKH FKDQJH SURFHVV� ,Q DGGLWLRQ� 3RUUDV¶V ������ PRGHO� DW SUHVHQW RQH RI
WKH PRVW LQÀXHQWLDO PRGHOV LQ WKH OLWHUDWXUH� DOVR KLJKOLJKWV KXPDQ UHVRXUFHV DV DQ LPSRU�
WDQW DVSHFW RI DQ\ RUJDQL]DWLRQDO FKDQJH SURFHVV� 7KLV PRGHO OD\V RXW IRXU PDLQ FRPSRQHQWV�
2UJDQL]LQJ DUUDQJHPHQWV �JRDOV� VWUDWHJLHV� VWUXFWXUH� V\VWHPV�� 6RFLDO IDFWRUV �FXOWXUH� VR�
FLDO QHWZRUNV� LQGLYLGXDO EHKDYLRUV DQG DWWLWXGHV�� 7HFKQRORJ\ �WRROV� HTXLSPHQW� PDFKLQHU\�
MRE GHVLJQ� WHFKQLFDO V\VWHPV�� DQG 3K\VLFDO VHWWLQJ �VSDFH� DPELDQFH� LQWHULRU GHVLJQ�� 0DQ\
RWKHUV VFKRODUV KDYH SURSRVHG DGGLWLRQDO WKHRUHWLFDO SHUVSHFWLYHV WKDW IRFXV RQ RUJDQL]DWLRQDO
FKDQJH� WKHVH LQFOXGH 0LQW]EHUJ ������ HQWUHSUHQHXULDO� PDFKLQH� GLYHUVL¿HG� SURIHVVLRQDO�
DQG LQQRYDWLYH RUJDQL]DWLRQV� DQG 0RUJDQ ������ GHULYLQJ FRQ¿JXUDWLRQV�� (DFK SHUVSHFWLYH
KDV FUHDWHG DQ RUJDQL]DWLRQDO FKDQJH PRGHO LQ ZKLFK KXPDQ UHVRXUFHV SOD\V DQ LPSRUWDQW
UROH� 7KLV EULHI OLWHUDWXUH UHYLHZ GHPRQVWUDWHV WKH JUHDW LPSRUWDQFH RI KXPDQ DVVHWV LQ WKH
SURFHVV RI RUJDQL]DWLRQDO FKDQJH� ,Q VSLWH RI WKH UHOHYDQW UROH RI KXPDQ UHVRXUFHV� RUJDQL]D�
WLRQDO FKDQJH OLWHUDWXUH KDV IRFXVHG OLWWOH DWWHQWLRQ RQ WKH HPSOR\PHQW UHODWLRQVKLS�
,,����� )RUPV RI 2UJDQL]DWLRQDO &KDQJH� 7\SHV DQG )RFXV�
%XUNH ������ QRWHV WKDW WKH OLWHUDWXUH XVHV GLIIHUHQW WHUPV WR FRPSDUH GLIIHUHQW W\SHV RI RUJD�
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QL]DWLRQDO FKDQJH� UHYROXWLRQDU\ YV� HYROXWLRQDU\� GLVFRQWLQXRXV YV� FRQWLQXRXV� HSLVRGLF YV�
FRQWLQXLQJ ÀRZ� WUDQVIRUPDWLRQDO YV� WUDQVDFWLRQDO� VWUDWHJLF YV� RSHUDWLRQDO� DQG ¿QDOO\� WRWDO
V\VWHP YV� ORFDO RSWLRQV� ,W LV LPSRUWDQW WR FOHDUO\ GLIIHUHQWLDWH WKHVH W\SHV RI RUJDQL]DWLRQDO
FKDQJH EHFDXVH HDFK UHTXLUHV GLIIHUHQW WRROV DQG WHFKQLTXHV LQ RUGHU WR EH VXFFHVVIXO� 2UJDQL�
]DWLRQDO FKDQJH RFFXUV TXLWH GLIIHUHQWO\� GHSHQGLQJ RQ WKH JRDO �H�J� WR LPSURYH RSHUDWLRQV RU
WR WXUQ WKH RUJDQL]DWLRQ LQ DQ HQWLUHO\ QHZ GLUHFWLRQ�� :H ZLOO IRFXV RXU DWWHQWLRQ LQ WKLV SDSHU
RQ WZR YHU\ GLIIHUHQW W\SHV RI FKDQJHV� UHYROXWLRQDU\ DQG HYROXWLRQDU\� 5HYROXWLRQDU\ FKDQJH
�DOVR NQRZQ DV WUDQVIRUPDWLRQDO� VHFRQG�RUGHU� VWUDWHJLF� UDGLFDO� DQG ODUJH�VFDOH FKDQJH� IR�
FXVHV RQ VLJQL¿FDQW FKDQJHV LQ PLVVLRQ� VWUDWHJ\� VWUXFWXUH� OHDGHUVKLS� DQG FXOWXUH �%XUNH�
������ (YROXWLRQDU\ FKDQJH �RU LQFUHPHQWDO� FRQWLQXRXV� DQG ¿UVW�RUGHU FKDQJH�� KRZHYHU�
IRFXVHV RQ JUDGXDO DQG VPDOO FKDQJHV LQ SURGXFWV DQG VHUYLFHV� ZRUN ÀRZ SURFHVVHV� UHZDUG
V\VWHPV� PDQDJHPHQW SUDFWLFHV� DQG LQIRUPDWLRQ WHFKQRORJ\ �%XUNH� ������ 7KXV� UHYROX�
WLRQDU\ DQG HYROXWLRQDU\ RUJDQL]DWLRQDO FKDQJHV GLIIHU LQ VFRSH DQG GHSWK RI FKDQJH HIIRUWV�

*HUVLFN¶V ������ SXQFWXDWHG HTXLOLEULXP PRGHO KHOSV WR H[SODLQ WKH GLIIHUHQFH EHWZHHQ
UHYROXWLRQDU\ DQG HYROXWLRQDU\ FKDQJH� $FFRUGLQJ WR *HUVLFN ������� WKH SURFHVV RI UHYR�
OXWLRQDU\ FKDQJH UHVXOWV LQ D SHULRG RI FKDQJH LQ WKH GHHS VWUXFWXUH �L�H� WKH LPSOLFLW VWUXF�
WXUH RU WKH EDVLF FRQ¿JXUDWLRQ RI D V\VWHP¶V XQLWV� IROORZHG E\ SHULRGV RI HTXLOLEULXP� 7KH
HTXLOLEULXP SHULRGV� ZKLFK PD\ EH FRQVLGHUHG DV DQ HYROXWLRQDU\ FKDQJH SURFHVV� LQYROYH
PDLQWHQDQFH RI WKH V\VWHP� 'XULQJ WKLV SHULRG� WKH OHYHO RI H[LVWLQJ RUJDQL]DWLRQDO LQHUWLD RS�
SRVLQJ RUJDQL]DWLRQ FKDQJH LV DQ LPSRUWDQW LVVXH� )LQDOO\� *HUVLFN DUJXHV WKDW WKH SURFHVV
JRHV WKURXJK D SHULRG RI UHYROXWLRQDU\ FKDQJH� ZKLFK RFFXUV ZKHQ LQWHUQDO GLVUXSWLRQV DQG
FKDQJHV LQ WKH V\VWHP¶V HQYLURQPHQW WKUHDWHQ LWV DELOLW\ WR REWDLQ UHVRXUFHV� 7KH SHULRG RI
UHYROXWLRQDU\ FKDQJH UHVXOWV LQ FKDQJHV WR WKH RUJDQL]DWLRQ¶V PLVVLRQ� DOVR DIIHFWLQJ RWKHU LP�
SRUWDQW GLPHQVLRQV �H�J� OHDGHUVKLS� VWUDWHJ\� VWUXFWXUH� FXOWXUH�� 7KXV� GXULQJ WKH SHULRG RI
UHYROXWLRQDU\ FKDQJH� WKH GHHS VWUXFWXUH LV VLJQL¿FDQWO\ DIIHFWHG�
,,����� 2UJDQL]DWLRQ &KDQJH� 6FKRROV RI 7KRXJKW DQG 3HUVSHFWLYHV�
2UJDQL]DWLRQDO FKDQJH OLWHUDWXUH DOVR KLJKOLJKWV WKH GLIIHUHQFH EHWZHHQ WZR VFKRROV RI WKRXJKW�
7KH ¿UVW VFKRRO LV FRQFHUQHG ZLWK RUJDQL]DWLRQDO FKDQJH FRQWHQW� WKLV VFKRRO XVHV D UDWLRQDO
DSSURDFK WR IRFXV RQ WKH KLVWRU\ DQG FRQVHTXHQFHV RI RUJDQL]DWLRQDO FKDQJH� 7KH FRQWHQW
RI WKH RUJDQL]DWLRQDO FKDQJH �L�H� ZKDW WR FKDQJH� GHWHUPLQHV LWV YLVLRQ DQG RYHUDOO GLUHF�
WLRQ �5DMDJRSDODQ 	 6SUHLW]HU� ����� %XUNH� ������ 7KH VHFRQG VFKRRO LV FRQFHUQHG ZLWK WKH
RUJDQL]DWLRQDO FKDQJH SURFHVV� WKLV VFKRRO XVHV D OHDUQLQJ DQG FRJQLWLYH DSSURDFK WR IRFXV
RQ WKH PDQDJHULDO UROH LQ RUJDQL]DWLRQDO FKDQJH� 7KH NLQGV RI EHKDYLRU UHTXLUHG IRU FRQWHQW
FKDQJH GLIIHU IURP WKRVH UHTXLUHG IRU SURFHVV FKDQJH �%XUNH� ������ 7KH SURFHVV RI RUJDQL]D�
WLRQDO FKDQJH �L�H� KRZ WR EULQJ DERXW WKH FKDQJH� LQYROYHV VHYHUDO VWDJHV VXFK DV IRUPXODWLRQ�
LPSOHPHQWDWLRQ� DQG FRQWURO �5DMDJRSDODQ 	 6SUHLW]HU� ����� %XUNH� ������ 7KH LPSOHPHQWD�
WLRQ SKDVH� IRU H[DPSOH� LV GH¿QHG DV WKH SURFHVV WKURXJK ZKLFK WKH RUJDQL]DWLRQ PRYHV IURP
LWV FXUUHQW VWUDWHJLF RULHQWDWLRQ WR WKH GHVLUHG IXWXUH VWDWH �:RUOH\� +LWFKLQ 	 5RVV� ������
UHVHDUFK FHQWHUV RQ WKH UROH RI OHDGHUVKLS� UHVRXUFH DOORFDWLRQ� DQG WKH PHWKRG RI FRQWURO
�:RUOH\� +LWFKLQ 	 5RVV� ������
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$FFRUGLQJ 5DMDJRSDODQ 	 6SUHLW]HU¶V ������ PHWD�DQDO\VLV� RUJDQL]DWLRQDO FKDQJH KDV
EHHQ VWXGLHG IURP WKUHH SHUVSHFWLYHV� UDWLRQDO� FRJQLWLYH� DQG OHDUQLQJ� 2I WKHVH� WKH\ DUJXH
WKDW WKH FRJQLWLYH OHQV SHUVSHFWLYH LV WKH PRVW WKHRUHWLFDOO\ GHYHORSHG� %HFDXVH LW LV FRQ�
FHUQHG ZLWK RUJDQL]DWLRQDO LGHRORJLHV DQG SV\FKRORJLFDO LVVXHV� ZKLFK DUH GLUHFWO\ UHODWHG WR
WKH PDLQ FRQWHQW RI WKH SV\FKRORJLFDO FRQWUDFW� ZH ZLOO XVH WKH FRJQLWLYH OHQV SHUVSHFWLYH WR
GHVFULEH ERWK WKH HIIHFW RI RUJDQL]DWLRQDO FKDQJH RQ WKH SV\FKRORJLFDO FRQWUDFW DQG WKH HIIHFW
RI FKDQJHV LQ WKH SV\FKRORJLFDO FRQWUDFW RQ VHYHUDO GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH �WLPH�
VFRSH� DQG FRVW�� ,W LV LPSRUWDQW WR QRWH WKDW PRVW VWXGLHV DERXW RUJDQL]DWLRQDO FKDQJH KDYH
H[DPLQHG VHYHUDO RUJDQL]DWLRQDO YDULDEOHV �H�J� ¿UP VL]H� DJH� SULRU SHUIRUPDQFH� SULRU VWUDW�
HJ\� WRS PDQDJHPHQW FKDUDFWHULVWLFV� VWUXFWXUHV�� +RZHYHU� UHVHDUFKHUV KDYH QRW FRQVLGHUHG
WKH LQÀXHQFH RI SV\FKRORJLFDO FRQWUDFW HIIHFWV RQ DQ\ GLPHQVLRQV RI RUJDQL]DWLRQDO FKDQJH�

7KH FRJQLWLYH OHQV SHUVSHFWLYH LV GH¿QHG DV WKH DSSURDFK LQ ZKLFK WKH UROH RI PDQDJHU�
LDO FRJQLWLRQV �L�H� NQRZOHGJH VWUXFWXUHV� FRUH EHOLHIV� VFKHPDV� LQ WKH RUJDQL]DWLRQDO FKDQJH
SURFHVV LV H[SOLFLW �:DOVK� ������ 7KLV SHUVSHFWLYH GH¿QHV VWUDWHJLF FKDQJH �RU UHYROXWLRQDU\
FKDQJH� LQ WHUP RI VKLIWV LQ RUJDQL]DWLRQDO LGHRORJLHV� WKHVH VKLIWV LQYROYH FKDQJHV LQ FDXVH
PDSV� NQRZOHGJH VWUXFWXUHV� FRUH EHOLHIV� DQG VFKHPDV �5DMDJRSDODQ 	 6SUHLW]HU� ������ 7KH
SDUWLFXODU LQWHUHVWV RI FRJQLWLYH UHVHDUFKHUV DUH HQGXULQJ FKDQJHV LQ RUJDQL]DWLRQDO EHOLHI
VWUXFWXUHV �-RKQVRQ� ������ 7KH EHOLHI VWUXFWXUH LV WKH VXP RI HDFK RUJDQL]DWLRQ¶V LQGLYLG�
XDO¶V EHOLHIV� 2QH FRPSRQHQW RI EHOLHI VWUXFWXUHV LV EHOLHIV DERXW WKH UHFLSURFDO REOLJDWLRQ
EHWZHHQ HPSOR\HHV DQG WKHLU RUJDQL]DWLRQ RU� VWULFWO\ VSHDNLQJ� WKH LQGLYLGXDO¶V SV\FKRORJL�
FDO FRQWUDFW� 7KHUHIRUH� SV\FKRORJLFDO FRQWUDFWV DUH SDUW RI WKH RUJDQL]DWLRQDO EHOLHI VWUXFWXUH�
6WXGLHV KDYH LQGLFDWHG WKDW VWUDWHJLF FKDQJHV RFFXU ZKHQ FKDQJHV LQ HQYLURQPHQWDO FRQGLWLRQV
DUH DFFRPSDQLHG E\ PDMRU FKDQJHV LQ HPSOR\HH DQG WRS PDQDJHULDO FRJQLWLRQV �L�H� SHUFHS�
WLRQ� LQWHUSUHWDWLRQ� DQG EHOLHIV �*LQVEHUJ 	 $EUDKDPVRQ� ����� *ULQ\HU 	0F.LHUQDQ� ����
QRW LQ 5HIHUHQFHV���� 0DQ\ VFKRODUV ZRXOG DJUHH WKDW DQ\ WUXH DQG HIIHFWLYH VWUDWHJLF FKDQJH
VKRXOG EH DFFRPSDQLHG E\ FKDQJHV LQ RUJDQL]DWLRQDO EHOLHIV� DQG FRQVHTXHQWO\� LQ SV\FKRORJ�
LFDO FRQWUDFWV� 9DQ GH 9HQ 	 3RROH ������ DUJXHG WKDW PDQ\ FRPSOH[ IDFWRUV� ERWK LQWHUQDO
DQG H[WHUQDO� LQÀXHQFH WKH RUJDQL]DWLRQDO FKDQJH SURFHVV� 7KLV FRPSOH[LW\ LV LQÀXHQFHG E\
WKH PXOWLSOH YDULDEOHV WKDW FRPH WR SOD\ D VSHFL¿F UROH LQ HDFK GLPHQVLRQ RI RUJDQL]DWLRQDO
FKDQJH� LQFOXGLQJ WKH SV\FKRORJLFDO FRQWUDFW�
,,����� 'LPHQVLRQV RI 2UJDQL]DWLRQ &KDQJH�
2UJDQL]DWLRQDO FKDQJH VWXGLHV KDYH H[SOLFLWO\ DQG LPSOLFLWO\ FRQVLGHUHG VHYHUDO GLPHQVLRQV
RI RUJDQL]DWLRQDO FKDQJH� PRVW FRPPRQO\ FRVW� VFRSH� GLUHFWLRQ� DQG OLNHOLKRRG� &RVW LV WKH
HFRQRPLF� ¿QDQFLDO� DQG SV\FKRORJLFDO FRVW QHFHVVDU\ WR XQGHUWDNH RUJDQL]DWLRQDO FKDQJH� IRU
LQVWDQFH� WKH FRVW RI QHZ WHFKQRORJ\� WKRVH DVVRFLDWHG ZLWK D QHZ SODQW� DQG WKH FRVWV RI KLU�
LQJ KLJK�SHUIRUPLQJ SHRSOH� 6FRSH LV UHODWHG WR WKH PDJQLWXGH DQG GHJUHH RI RUJDQL]DWLRQDO
FKDQJH� )RU LQVWDQFH� D UHYROXWLRQDU\ FKDQJH LPSOLHV D GHHS FKDQJH DIIHFWLQJ WKH RUJDQL]D�
WLRQ¶V FXOWXUH� VWUXFWXUH� OHDGHUVKLS� DQG VWUDWHJ\� ,Q FRQWUDVW� DQ HYROXWLRQDU\ FKDQJH LPSOLHV
YHU\ PLQRU RUJDQL]DWLRQDO FKDQJHV� 7KXV� UHYROXWLRQDU\ DQG HYROXWLRQDU\ FKDQJHV GLIIHU LQ
WKHLU VFRSH RI FKDQJH� 7LPH LV FRQFHUQHG ZLWK WKH DPRXQW RI WLPH QHFHVVDU\ WR IRUPXODWH
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DQG LPSOHPHQW RUJDQL]DWLRQDO FKDQJH� 7KH OHQJWK RI WLPH UHTXLUHG WR LPSOHPHQW D VWUDWH�
JLF FKDQJH� HVSHFLDOO\ LQ FDVHV RI KLJKO\ G\QDPLF LQGXVWU\� PD\ EH FRQVLGHUHG D PHDVXUH RI
HIIHFWLYHQHVV� WKH ORQJHU WKH LPSOHPHQWDWLRQ WLPH � WKH OHVV VXFFHVVIXO WKH SURFHVV �%XUNH�
������ 'LUHFWLRQ LV YHU\ FORVHO\ UHODWHG WR VFRSH� $Q\ FKDQJH WKDW LV ZLGH LQ VFRSH �H�J� UDG�
LFDO FKDQJH� ZKLFK PD\ LQYROYH PDMRU FKDQJHV LQ VWUDWHJ\� OHDGHUVKLS� RU VWUXFWXUH� LPSOLHV
WKDW WKH RUJDQL]DWLRQ LV PRYLQJ LQ D QHZ GLUHFWLRQ� ,Q RWKHU ZRUGV� LQ RUJDQL]DWLRQDO FKDQJH�
VFRSH DQG GLUHFWLRQ DUH FORVHO\ UHODWHG DQG RYHUODS� )LQDOO\� OLNHOLKRRG UHIHUV WR WKH GHJUHH RI
RFFXUUHQFH RI RUJDQL]DWLRQDO FKDQJH� WKLV GLPHQVWLRQ KDV QRW EHHQ ZLGHO\ XVHG LQ WKH OLWHUD�
WXUH� %XUNH ������ DUJXHV WKDW UDGLFDO FKDQJHV UDUHO\ RFFXU LQ DQ RUJDQL]DWLRQ EHFDXVH WKH\
UHTXLUH JUHDW HIIRUW DQG ULVN� ,Q WKLV SDSHU� ZH ZLOO FRQVLGHU RQO\ WKH WKUHH ¿UVW GLPHQVLRQV RI
RUJDQL]DWLRQDO FKDQJH �L�H� FRVW� VFRSH� WLPH��

,,��� 36<&+2/2*,&$/ &2175$&7 /,7(5$785(�

,,���� 'H¿QLWLRQV DQG &KDUDFWHULVWLFV�
%XUNH ������ VHHV RUJDQL]DWLRQV DV EHLQJ VRFLDOO\ FRQVWUXFWHG� ODUJHO\ GHSHQGDQW RQ LQGLYLG�
XDO DFWLRQV� 7KHVH DFWLRQV DUH UHJXODWHG� H[SOLFLWO\ RU LPSOLFLWO\� E\ WKH HPSOR\PHQW FRQWUDFW�
LQFOXGLQJ WKH SV\FKRORJLFDO FRQWUDFW� 7KH WHUP SV\FKRORJLFDO FRQWUDFW ZDV LQWURGXFHG LQ WKH
HDUO\ ����¶V E\ /HYLQVRQ� 3ULFH� 0XQGHQ� 0DQGO 	 6ROOH\ ������ QRW LQ 5HIHUHQFHV�� DQG
E\ 6FKHLQ ������ QRW LQ 5HIHUHQFHV��� 3V\FKRORJLFDO FRQWUDFW LV GH¿QHG DV WKH H[SHFWDWLRQV
DERXW WKH UHFLSURFDO REOLJDWLRQV WKDW FRPSRVH DQ HPSOR\HH�RUJDQL]DWLRQ H[FKDQJH UHODWLRQ�
VKLS� 0RUH VSHFL¿FDOO\� WKH SV\FKRORJLFDO FRQWUDFW KHOG E\ DQ HPSOR\HH FRQVLVWV RI D VHW RI
EHOLHIV DERXW WKH WHUPV DQG FRQGLWLRQV RI D UHFLSURFDO H[FKDQJH DJUHHPHQW EHWZHHQ DQ HP�
SOR\HH DQG KLV�KHU RUJDQL]DWLRQ �/HYLQVRQ HW DO� ����� 6FKHLQ� ����� 5RXVVHDX� ���� QRW
LQ 5HIHUHQFHV��� 5RELQVRQ 	 5RXVVHDX� ����� 5RELQVRQ� ������ 1RWH WKDW WKHVH DUH EHOLHIV
RU SHUFHSWLRQV UHJDUGLQJ SURPLVHV DQG DFFHSWDQFHV� (DFK SDUW\ EHOLHYHV WKDW ERWK SDUWLHV
KDYH PDGH SURPLVHV DQG WKDW ERWK SDUWLHV KDYH DFFHSWHG WKH VDPH FRQWUDFW WHUPV� +RZHYHU�
WKLV GRHV QRW QHFHVVDULO\ PHDQ WKDW ERWK SDUWLHV VKDUH D FRPPRQ XQGHUVWDQGLQJ RI DOO FRQ�
WUDFW WHUPV �5RELQVRQ 	 5RXVVHDX� ����� 5RELQVRQ� ������ 3DUWLHV DUH WKXV OLNHO\ WR SRVVHVV
VRPHZKDW GLIIHUHQW DQG SRVVLEO\ XQLTXH EHOLHIV DERXW ZKDW HDFK RZHV WR WKH RWKHU� 7KHVH EH�
OLHIV FDQ DULVH IURP RYHUW SURPLVHV �H�J� ERQXV V\VWHPV GLVFXVVHG LQ WKH UHFUXLWPHQW SURFHVV��
LQWHUSUHWDWLRQV RI SDWWHUQV RI SDVW H[FKDQJH� DQG YLFDULRXV OHDUQLQJ �H�J� ZLWQHVVLQJ RWKHU HP�
SOR\HHV¶ H[SHULHQFHV�� DV ZHOO DV IURP YDULRXV IDFWRUV WKDW HDFK SDUW\ PD\ WDNH IRU JUDQWHG
�H�J� JRRG IDLWK RU IDLUQHVV� �0DF1HLO� ������ 7KH SV\FKRORJLFDO FRQWUDFW� XQOLNH IRUPDO HP�
SOR\PHQW FRQWUDFWV� LV QRW PDGH RQFH EXW UDWKHU LV UHYLVHG WKURXJKRXW WKH HPSOR\HH¶V WHQXUH
LQ WKH RUJDQL]DWLRQ �5RXVVHDX 	 3DUNV� ������

,W LV LPSRUWDQW WR GLVWLQJXLVK SV\FKRORJLFDO FRQWUDFWV IURP H[SHFWDWLRQV� ([SHFWDWLRQV DUH
JHQHUDO EHOLHIV KHOG E\ HPSOR\HHV DERXW ZKDW WKH\ ZLOO ¿QG LQ WKHLU MRE DQG WKH RUJDQL]DWLRQ�
DQG WKHVH H[SHFWDWLRQV HPDQDWH IURP D ZLGH YDULHW\ RI VRXUFHV� LQFOXGLQJ SDVW H[SHULHQFH�
VRFLDO QRUPV� DQG REVHUYDWLRQV E\ IULHQGV� WR QDPH D IHZ� 3V\FKRORJLFDO FRQWUDFWV� LQ FRQWUDVW�
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HQWDLO EHOLHIV DERXW ZKDW HPSOR\HHV EHOLHYH WKH\ DUH HQWLWOHG WR UHFHLYH� RU VKRXOG UHFHLYH�
EHFDXVH WKH\ SHUFHLYH WKDW WKHLU HPSOR\HU FRQYH\HG LPSOLFLW RU H[SOLFLW SURPLVHV WR SURYLGH
WKRVH WKLQJV �5RELQVRQ� ������

5RELQVRQ 	 0RUULVRQ ������ QRW LQ 5HIHUHQFHV�� DUJXH WKDW D SV\FKRORJLFDO FRQWUDFW LV
GLVWLQJXLVKHG IURP UHODWHG FRQWUDFWV LQ VHYHUDO DVSHFWV� )LUVW� D SV\FKRORJLFDO FRQWUDFW KDV D
SHUFHSWXDO DQG LGLRV\QFUDWLF QDWXUH� 5HVHDUFKHUV HPSKDVL]H WKDW DQ HPSOR\HH¶V EHOLHIV DERXW
REOLJDWLRQV DUH QRW VKDUHG E\ RWKHU DJHQWV RI WKH RUJDQL]DWLRQ� 7KXV� D SV\FKRORJLFDO FRQWUDFW
LV VRPHWKLQJ XQLTXH EHWZHHQ DQ HPSOR\HH DQG WKH RUJDQL]DWLRQ� 6HFRQG� D SV\FKRORJLFDO FRQ�
WUDFW LV EDVHG RQ SHUFHLYHG SURPLVHV� $ SURPLVH LV GH¿QHG DV DQ\ FRPPXQLFDWLRQ RI IXWXUH
LQWHQW� ZKLFK FDQ EH FRQYH\HG WKURXJK D ZULWWHQ GRFXPHQW� RUDO GLVFXVVLRQ� RU RUJDQL]DWLRQDO
SUDFWLFHV RU SROLFHV� ,W PHDQV WKDW D SV\FKRORJLFDO FRQWUDFW LV D EURDG FRQVWUXFW WKDW LQFOXGHV
QRW RQO\ D IRUPDO FRQWUDFW RU REOLJDWLRQ EXW DOVR SHUFHLYHG REOLJDWLRQV WKDW UHVXOW IURP PRUH
LPSOLFLW PHDQV �5RXVVHDX 	 *UHOOHU� ������ ,Q DGGLWLRQ� D SV\FKRORJLFDO FRQWUDFW LV KHOG E\
HPSOR\HHV DORQH� UHSUHVHQWLQJ DQ HPSOR\HH¶V EHOLHIV DERXW REOLJDWLRQV EHWZHHQ WKHP DQG ³WKH
RUJDQL]DWLRQ´ UDWKHU WKDQ DQ\ VSHFL¿F DJHQW RI WKH RUJDQL]DWLRQ �5RXVVHDX� ����� QRW LQ 5HI�
HUHQFHV��� 7KH RUJDQL]DWLRQ LV QRW VHHQ DV SRVVHVVLQJ D SV\FKRORJLFDO FRQWUDFW RI LWV RZQ� LW
SURYLGHV WKH FRQWH[W IRU WKH FUHDWLRQ RI D SV\FKRORJLFDO FRQWUDFW� EXW FDQQRW� LQ WXUQ� KDYH
D SV\FKRORJLFDO FRQWUDFW ZLWK LWV PHPEHUV �5RELQVRQ� 	 5RXVVHDX� ����� 5RELQVRQ HW DO��
������ )LQDOO\� D SV\FKRORJLFDO FRQWUDFW FDQ EH WUDQVDFWLRQDO RU UHODWLRQDO LQ QDWXUH� 7UDQVDF�
WLRQDO FRQWUDFWV DUH VSHFL¿F� VKRUW�WHUP� PRQHWDU\ REOLJDWLRQV HQWDLOLQJ OLPLWHG LQYROYHPHQW RI
WKH SDUWLHV� ZKHUHDV UHODWLRQDO FRQWUDFWV DUH EURDG� RSHQ�HQGHG� ORQJ�WHUP REOLJDWLRQV� EDVHG
RQ WKH H[FKDQJH RI PRQHWDU\ HOHPHQWV �H�J� SD\ IRU VHUYLFH� DV ZHOO DV VRFLRHPRWLRQDO HOH�
PHQWV �H�J� OR\DOW\ DQG VXSSRUW� �5RXVVHDX 	 0F/HDQ"" 3DUNV� ������ 6RPH UHVHDUFK KDV
VXJJHVWHG WKDW UHVSRQVHV WR SV\FKRORJLFDO FRQWUDFW EUHDFK ZLOO GHSHQG RQ WKH QDWXUH RI WKH
XQGHUO\LQJ FRQWUDFW� PRUH VSHFL¿FDOO\� RQ ZKHWKHU WKDW FRQWUDFW LQYROYHV WUDQVDFWLRQDO RU UH�
ODWLRQDO REOLJDWLRQV �5RELQVRQ HW DO� ����� 7XUQOH\ 	 )HOGPDQ� ���� VHH 5HIHUHQFHV��
,,����� 7\SHV RI 3V\FKRORJLFDO &RQWUDFW 6WDWHV� %UHDFK� 9LRODWLRQ DQG 5HLQIRUFHPHQW�
3V\FKRORJLFDO FRQWUDFW OLWHUDWXUH SRLQWV RXW WKUHH W\SHV RI SV\FKRORJLFDO FRQWUDFW VWDWHV RU
HIIHFWV� EUHDFK� YLRODWLRQ� DQG UHLQIRUFHPHQW� 0RUULVRQ DQG 5RELQVRQ ������ GH¿QH SV\FKR�
ORJLFDO FRQWUDFW EUHDFK DV ³SHUFHLYHG EUHDFK´ RI WKH SV\FKRORJLFDO FRQWUDFW DV D ³FRJQLWLRQ
WKDW RQH¶V RUJDQL]DWLRQ KDV IDLOHG WR PHHW RQH RU PRUH REOLJDWLRQV ZLWKLQ RQH¶V SV\FKRORJL�
FDO FRQWUDFW´ �S� ����� 7KXV� SHUFHLYHG EUHDFK UHSUHVHQWV D FRJQLWLYH DVVHVVPHQW RI FRQWUDFW
IXO¿OOPHQW WKDW LV EDVHG RQ DQ HPSOR\HH¶V LQWHUSUHWDWLRQ RI ZKDW HDFK SDUW\ KDV SURPLVHG DQG
SURYLGHG WR WKH RWKHU �5RELQVRQ� ������ :KHQ D SV\FKRORJLFDO FRQWUDFW EUHDFK KDV RFFXUUHG�
LW LV JRLQJ WR VWURQJO\ DIIHFW WKH HPSOR\HHV¶ EHKDYLRU DQG DWWLWXGHV�

,Q DGGLWLRQ� SV\FKRORJLFDO FRQWUDFW YLRODWLRQ LV GH¿QHG DV WKH SHUFHSWLRQ WKDW RQH¶V RUJD�
QL]DWLRQ KDV IDLOHG WR IXO¿OO RQH RU PRUH REOLJDWLRQV FRPSRVLQJ RQH¶V SV\FKRORJLFDO FRQWUDFW
�5RXVVHDX 	 0F/HDQ"" 3DUNV� ����� 5RELQVRQ 	 5RXVVHDX� ����� 5RELQVRQ 	 0RUULVRQ�
������ 9LRODWLRQ KDV EHHQ GHVFULEHG DV LQYROYLQJ IHHOLQJV RI EHWUD\DO DQG GHHSHU SV\FKR�
ORJLFDO GLVWUHVV ZKHUHE\ WKH YLFWLP H[SHULHQFHV DQJHU� UHVHQWPHQW� D VHQVH RI LQMXVWLFH� DQG
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ZURQJIXO KDUP� 3V\FKRORJLFDO FRQWUDFW YLRODWLRQ LV DOVR GH¿QHG DV DQ DIIHFWLYH DQG HPRWLRQDO
H[SHULHQFH RI GLVDSSRLQWPHQW� IUXVWUDWLRQ� DQJHU� DQG UHVHQWPHQW WKDW PD\ HPDQDWH IURP DQ
HPSOR\HH¶V LQWHUSUHWDWLRQ RI D FRQWUDFW EUHDFK DQG LWV DFFRPSDQ\LQJ FLUFXPVWDQFHV �5RELQ�
VRQ 	 5RXVVHDX� ����� 5RELQVRQ 	 0RUULVRQ� ������ ,W VHHPV WKDW SV\FKRORJLFDO FRQWUDFW
YLRODWLRQ� DV DQ HPRWLRQDO H[SHULHQFH� HPHUJHV DIWHU D FRJQLWLYH HYDOXDWLRQ RI WKH UHODWLRQ�
VKLS EHWZHHQ WKH HPSOR\HH DQG WKH RUJDQL]DWLRQ� ,I WKLV LV WKH VLWXDWLRQ� LW¶V LPSRUWDQW WR
VWDWH WKDW� EHIRUH SURGXFLQJ D SV\FKRORJLFDO FRQWUDFW YLRODWLRQ� D FRJQLWLYH SURFHVV LV WULJJHG�
)LQDOO\� 0RUULVRQ 	 5RELQVRQ ������ FODLP WKDW SV\FKRORJLFDO FRQWUDFW YLRODWLRQ OHDGV WR
¿UVW�RUGHU IHHOLQJV �DQJHU� GLVDSSRLQWPHQW� IUXVWUDWLRQ� GLVWUHVV� UHVHQWPHQW� ELWWHUQHVV� LQGLJ�
QDWLRQ� EHWUD\DO� RU VHQVH RI PLVWUHDWPHQW� DQG GHHS�VWDWH IHHOLQJV �RXWZDUG H[SUHVVLRQ DQG
ERGLO\ GLVWXUEDQFH�� 7KHUHIRUH� JLYHQ WKH IRUHJRLQJ GLVFXVVLRQ� D EUHDFK RI SV\FKRORJLFDO
FRQWUDFW LV D FRJQLWLYH VWDWH WKDW HPHUJHV DIWHU LQWHUSUHWLQJ XQPHW SURPLVHV� ZKHUHDV YLRODWLRQ
RI WKH SV\FKRORJLFDO HPHUJHV DIWHU WKH SV\FKRORJLFDO FRQWUDFW LV EUHDFKHG� ZKLFK LV PDLQO\
FKDUDFWHUL]HG E\ GLIIHUHQW HPRWLRQDO IHHOLQJV�

7KH WKLUG SV\FKRORJLFDO FRQWUDFW HIIHFW LV SV\FKRORJLFDO FRQWUDFW UHLQIRUFHPHQW� D W\SH
RI UHVSRQVH WKDW LV PDLQO\ EDVHG RQ SULRU WUXVW H[LVWLQJ ZLWKLQ WKH HPSOR\HH ZLWK UHJDUG WR
WKH HPSOR\HU¶V EHKDYLRU� 5RELQVRQ ������ DUJXHV WKDW WKH DEVHQFH RI SULRU WUXVW PD\ FDXVH
SV\FKRORJLFDO FRQWUDFW EHDFK EHFDXVH RI WKH FRJQLWLYH FRQVLVWHQF\ ELDV RI VHOHFWLYH DWWHQWLRQ�
3HRSOH WHQG WR VHHN RXW LQIRUPDWLRQ WKDW FRQ¿UPV WKHLU SULRU EHOLHIV DQG DYRLG LQIRUPDWLRQ
WKDW GLVFRQ¿UPV WKHP� 7KHUHIRUH� HPSOR\HHV ZLWK KLJK OHYHOV RI SULRU WUXVW ZLOO EH OHVV OLNHO\
WR SHUFHLYH EUHDFKHV DQG YLRODWLRQV WKDQ HPSOR\HHV ZLWK ORZ OHYHOV RI SULRU WUXVW �5RELQVRQ�
������ :KHQ HPSOR\HHV KDYH SULRU WUXVW� LW FDQ EH DUJXHG WKDW WKH RUJDQL]DWLRQ DOZD\V XQ�
GHUWDNHV FKDQJHV WKDW EHQH¿W WKHP� DV LW LV JRLQJ WR EH GLI¿FXOW IRU WKH HPSOR\HHV WR EHOLHYH
WKDW WKH FXUUHQW RUJDQL]DWLRQDO FKDQJH ZLOO QHJDWLYHO\ DIIHFW WKHP� WKH SV\FKRORJLFDO FRQWUDFW
LV UHLQIRUFHG� $Q HPSOR\HH ZLWK KLJK SULRU WUXVW ZLOO WHQG WR SHUFHLYH WKH EUHDFK LQ ZD\V
FRQVLVWHQW ZLWK WKDW SULRU WUXVW� DQG WKXV LQWHUSUHW LW LQ UHODWLYHO\ QHXWUDO RU SRVLWLYH WHUPV �H�J�
YLHZLQJ LW DV DQ XQLQWHQWLRQDO HYHQW� D PLVXQGHUVWDQGLQJ� D WHPSRUDU\ ODSVH� DQ RSSRUWXQLW\� RU
RXWVLGH WKH UHVSRQVLELOLW\ RI WKH HPSOR\HU�� $V D UHVXOW� WKH HPSOR\HH ZLOO EH DEOH WR PDLQWDLQ
D UHODWLYHO\ KLJK OHYHO RI WUXVW LQ WKH HPSOR\HU� GHVSLWH WKH SHUFHLYHG WUDQVJUHVVLRQ �5RELQVRQ�
������ 7KXV� WUXVW LV D NH\ HOHPHQW WKDW UHJXODWHV WKH UHODWLRQVKLS EHWZHHQ SDUWLHV�

$FFRUGLQJ WR 0RUULVRQ 	 5RELQVRQ ������� DQ LQWHUSUHWDWLRQ SURFHVV PRGHUDWHV WKH UHOD�
WLRQVKLS EHWZHHQ SHUFHLYHG FRQWUDFW EUHDFK DQG YLRODWLRQ ,Q WKLV SURFHVV� WKH HPSOR\HH WDNHV
LQWR DFFRXQW RXWFRPH LVVXHV� ZK\ DQG KRZ WKH EUHDFK RFFXUUHG� DQG WKH VRFLDO FRQWUDFW JRY�
HUQLQJ WKH UHODWLRQVKLS� 7KLV SURFHVV RI LQWHUSUHWDWLRQ LV H[WUHPHO\ LPSRUWDQW LQ XQGHUVWDQGLQJ
PDQ\ RI WKH WKHRUHWLFDO SURSRVLWLRQV LQ WKH QH[W VHFWLRQ� 'XULQJ WKLV SURFHVV RI LQWHUSUHWDWLRQ�
WKH HPSOR\HH HYDOXDWHV ZKHWKHU WKH RUJDQL]DWLRQ¶V DJHQW LV UHQHJLQJ RQ D SURPLVH� ,Q DGGLWLRQ�
WKH HPSOR\HH WULHV WR XQGHUVWDQG ZKDW WKH UHDO UHDVRQ ZDV DV WR ZK\ WKH RUJDQL]DWLRQ IDLOHG
WR IXO¿OO LWV SURPLVHV� ,Q WKLV DGGLWLRQDO UHDVRQLQJ� WKH HPSOR\HH WDNHV LQWR DFFRXQW VHYHUDO
DVSHFWV DVVRFLDWHG ZLWK WKH VXUYLYDO DQG FRPSHWLWLYHQHVV RI WKH RUJDQL]DWLRQ� )RU H[DPSOH�
WKH HPSOR\HH� DIWHU HQJDJLQJ LQ D FRJQLWLYH SURFHVV DERXW WKH XQPHW SURPLVH� PD\ FRQFOXGH
WKDW LW ZDV WKH RQO\ ZD\ WR SUHVHUYH WKH RUJDQL]DWLRQ� WKHUHE\ UHLQIRUFLQJ WKH SV\FKRORJLFDO
FRQWUDFW UDWKHU WKDQ FUHDWLQJ D SV\FKRORJLFDO FRQWUDFW YLRODWLRQ�

��
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,,����� $WWLWXGLQDO DQG %HKDYLRUDO 2XWFRPHV�
5HVHDUFK VWURQJO\ VXJJHVWV WKDW DQ\ RI WKH WKUHH SV\FKRORJLFDO FRQWUDFW HIIHFWV �L�H� EUHDFK� YL�
RODWLRQ� UHLQIRUFHPHQW� FDQ KDYH VLJQL¿FDQW LPSOLFDWLRQV IRU HPSOR\HH DWWLWXGHV DQG EHKDYLRUV
LQFOXGLQJ MRE VDWLVIDFWLRQ� RUJDQL]DWLRQDO FRPPLWPHQW� WXUQRYHU� LQWHQW WR TXLW� HPSOR\HH PR�
WLYDWLRQ� UHVLVWDQFH WR FKDQJH� DQG FLWL]HQVKLS EHKDYLRU �5RELQVRQ 	 5RXVVHDX� ����� 5RELQ�
VRQ 	 0RUULVRQ� ����� 5RELQVRQ� ����� 7XUQOH\ 	 )HOGPDQ� ����� 3DWH� 0DUWLQ 	 6WDLQHV�
������ )RU LQVWDQFH� SULRU UHVHDUFK KDV GHPRQVWUDWHG WKDW SV\FKRORJLFDO FRQWUDFW EUHDFK DQG
YLRODWLRQ DUH UHODWLYHO\ FRPPRQ DQG WKDW WKH\ DUH DVVRFLDWHG ZLWK VHULRXV LQGLYLGXDO DQG RU�
JDQL]DWLRQDO LPSOLFDWLRQV VXFK DV �D� D GHFUHDVH LQ HPSOR\HH WUXVW WRZDUG WKH HPSOR\HU� �E� D
GHFUHDVH LQ HPSOR\HHV VDWLVIDFWLRQ ZLWK WKH MRE DQG RUJDQL]DWLRQ� �F� D GHFUHDVH LQ HPSOR\HH
SHUFHSWLRQV DERXW REOLJDWLRQV WR WKH RUJDQL]DWLRQ� �G� D GHFUHDVH LQ HPSOR\HHV LQWHQWLRQV WR
UHPDLQ RQ WKH MRE DQG MRE FRPPLWPHQW� �H� D GHFUHDVH LQ HPSOR\HH LQ�UROH FRQWULEXWLRQV �L�H�
UHGXFHG FRQWULEXWLRQ WR SUHVFULEHG UROHV�� �I� WKH SRVVLELOLW\ RI H[SHQVLYH ODZVXLWV� ZKLFK� LI
SXEOLFL]HG� PD\ GDPDJH WKH RUJDQL]DWLRQ¶V H[WHUQDO UHSXWDWLRQ �0F/HDQ 3DUN 	 6FKPHGH�
PDQQ� ������ DQG ¿QDOO\� �J� D GHFUHDVH LQ HPSOR\HH RUJDQL]DWLRQDO FLWL]HQVKLS EHKDYLRU �L�H�
HQJDJLQJ LQ LQQRYDWLYH DQG VSRQWDQHRXV EHKDYLRUV WKDW DUH QRW VSHFL¿HG E\ MRE UHTXLUHPHQWV
EXW WKDW IDFLOLWDWH RUJDQL]DWLRQDO HIIHFWLYHQHVV� �5RELQVRQ 	 5RXVVHDX� ����� 5RELQVRQ 	
0RUULVRQ� ����� 5RELQVRQ� ������ ,Q VXP� DOO RI WKHVH QHJDWLYH LPSDFWV FDQ EH JURXSHG LQ
WZR W\SHV RI UHDFWLRQV� HPSOR\HH EHKDYLRUDO UHDFWLRQV DQG HPSOR\HH DWWLWXGLQDO UHDFWLRQV�
,,����� 6RFLDO H[FKDQJH FRQWH[W�
)LQDOO\� D SV\FKRORJLFDO FRQWUDFW LV LQVHUWHG ZLWKLQ D VRFLDO H[FKDQJH FRQWH[W WKDW KDV D ODUJH
LQÀXHQFH RQ WKH UHODWLRQVKLS EHWZHHQ RUJDQL]DWLRQ DQG HPSOR\HHV �0RUULVRQ DQG 5RELVRQ�
������ $ VRFLDO H[FKDQJH FRQWH[W UHIHUV WR WKH DVVXPSWLRQV� EHOLHIV� DQG QRUPV DERXW DSSUR�
SULDWH EHKDYLRU ZLWKLQ D SDUWLFXODU VRFLDO XQLW �*RXJK� ������ 6RFLDO H[FKDQJH FRQWH[W FDQ EH
FOHDUO\ RU DPELJXRXVO\ HVWDEOLVKHG LQ WKH RUJDQL]DWLRQ� ,Q WKH FRQWH[W RI DQ HPSOR\PHQW UH�
ODWLRQVKLS� WKH VRFLDO H[FKDQJH FRQWH[W HQWDLOV EHOLHIV DERXW H[FKDQJH� UHFLSURFLW\� JRRG IDLWK�
DQG IDLU GHDOLQJ� 7KXV� WKH VRFLDO H[FKDQJH FRQWH[W UHIHUV WR WKH WHUPV DQG FRQGLWLRQV JRYHUQ�
LQJ WKH H[HFXWLRQ RI WKH SV\FKRORJLFDO FRQWUDFW� 3DUWLHV WR D SV\FKRORJLFDO FRQWUDFW QRW RQO\
H[FKDQJH SURPLVHG JRRGV DQG VHUYLFHV� EXW WKH\ DOVR LPSOLFLWO\ SURPLVH WR H[HFXWH WKH H[�
FKDQJH DFFRUGLQJ WR D VHW RI YDOXHV� EHOLHIV� DQG QRUPV� 'LIIHUHQW SV\FKRORJLFDO FRQWUDFWV DUH
JRYHUQHG E\ WKH VDPH VRFLDO H[FKDQJH FRQWH[W� ZKLFK VHUYHV DV WKH EDVLV IRU WKH FRQWUDFWXDO
UHODWLRQVKLS� 7KHUHIRUH� D VWURQJ VRFLDO H[FKDQJH FRQWH[W� ZKLFK LV FKDUDFWHUL]HG E\ KDYLQJ
FOHDU QRUPV� EHOLHIV� DQG DVVXPSWLRQV� LV D JRRG LQGLFDWRU RU SUHGLFWRU RI ZKDW LV JRLQJ WR
KDSSHQ ZKHQ DQ DJHQW RI WKH RUJDQL]DWLRQ XQGHUWDNHV D FRQWUDFWXDO UHODWLRQVKLS�

,Q VXP� WKH SV\FKRORJLFDO FRQWUDFW LQFOXGHV WHQ EDVLF HOHPHQWV�
�� 7KH SV\FKRORJLFDO FRQWUDFW FRQVLVWV RI D VHW RI H[SHFWDWLRQV DQG EHOLHIV DERXW WKH WHUPV�

FRQGLWLRQV� SURPLVHV� DQG DFFHSWDQFHV RI D UHFLSURFDO H[FKDQJH DJUHHPHQW EHWZHHQ DQ HP�
SOR\HH DQG KLV�KHU RUJDQL]DWLRQ�

��
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�� 7KH SV\FKRORJLFDO FRQWUDFW LV EDVHG RQ SHUFHLYHG SURPLVHV� ZKLFK DUH GH¿QHG DV DQ\
FRPPXQLFDWLRQ RI IXWXUH LQWHQW� ,Q WKH SV\FKRORJLFDO FRQWUDFW� ERWK SDUWLHV PDNH SURPLVHV
DQG DFFHSW FRQGLWLRQV�

�� 7KH SV\FKRORJLFDO FRQWUDFW LPSOLFLWO\ DVVXPHV DV\PPHWU\ RI LQIRUPDWLRQ EHFDXVH ERWK
SDUWLHV GR QRW VKDUH D FRPPRQ XQGHUVWDQGLQJ RI WKH DOO FRQWUDFW WHUPV�

�� 7KH SV\FKRORJLFDO FRQWUDFW¶V VHW RI EHOLHIV DUH JURXQGHG LQ VHYHUDO IDFWRUV �H�J� SDVW
H[SHULHQFH� VRFLDO QRUPV� IULHQGVKLS ZLWKLQ WKH RUJDQL]DWLRQ� DQG WKH\ DUH UHYLVHG WKURXJKRXW
WKH HPSOR\HH¶V WHQXUH�

�� 7KH RUJDQL]DWLRQ SURYLGHV WKH VRFLDO H[FKDQJH FRQWH[W IRU WKH FUHDWLRQ RI WKH SV\FKR�
ORJLFDO FRQWUDFW� 7KH VRFLDO H[FKDQJH FRQWH[W HQWDLOV DVVXPSWLRQV� YDOXHV� QRUPV� DQG EHOLHIV
DERXW WKH DSSURSULDWH EHKDYLRU ZLWK D SDUWLFXODU VRFLDO XQLW�

�� 5HODWLRQDO SV\FKRORJLFDO FRQWUDFWV DUH EURDG� RSHQ�HQGHG� ORQJ�WHUP REOLJDWLRQV� DQG
DUH PDLQO\ EDVHG RQ VRFLRHPRWLRQDO HOHPHQWV �H�J� OR\DOW\ DQG VXSSRUW��

�� 7UDQVDFWLRQDO SV\FKRORJLFDO FRQWUDFWV DUH WKRVH SV\FKRORJLFDO FRQWUDFWV WKDW DUH VSH�
FL¿F� VKRUW�WHUP� DQG PDLQO\ EDVHG RQ PRQHWDU\ REOLJDWLRQV�

�� 3V\FKRORJLFDO FRQWUDFW EUHDFK LV D FRJQLWLYH H[SHULHQFH WKDW RQH¶V RUJDQL]DWLRQ KDV
IDLOHG WR PHHW RQH RU PRUH REOLJDWLRQV ZLWKLQ RQH¶V SV\FKRORJLFDO FRQWUDFW� 3V\FKRORJLFDO
FRQWUDFW YLRODWLRQ LV DQ HPRWLRQDO H[SHULHQFH WKDW HPHUJHV DIWHU D FRJQLWLYH HYDOXDWLRQ WKDW
RQH¶V RUJDQL]DWLRQ KDV IDLOHG WR PHHW RQH RU PRUH REOLJDWLRQV ZLWKLQ RQH¶V SV\FKRORJLFDO
FRQWUDFW�

�� :KHQ WKH SV\FKRORJLFDO FRQWUDFW LV EUHDFKHG RU YLRODWHG� LW ZLOO VWURQJO\ DIIHFW WKH HP�
SOR\HH¶V EHKDYLRU �H�J�� VLOHQFH� F\QLFLVP� UHVLVWDQFH WR FKDQJH� LQWHQWLRQ WR TXLW� QHJOHFW RI
LQ�UROH MRE GXWLHV� WXUQRYHU� DQG DEVHQFH� DQG HPSOR\HH¶V DWWLWXGHV �H�J� MRE VDWLVIDFWLRQ� HP�
SOR\HH PRWLYDWLRQ� HPSOR\HH FRPPLWPHQW� VHQVH RI VHFXULW\� HPSOR\HH OR\DOW\� DQG HPSOR\HH
GLVWUXVW��

���7KH SV\FKRORJLFDO FRQWUDFW¶V SDUWLHV FDUU\ RXW DQ LQWHUSUHWDWLRQ SURFHVV WR H[SODLQ KRZ
DQG ZK\ EUHDFK DQG YLRODWLRQ RFFXUUHG�

,,,� /,1.,1* 25*$1,=$7,21 &+$1*( ',0(16,216 $1' 36<&+2/2*,&$/
&2175$&7 67$7(6� $ 7+(25(7,&$/ 02'(/�

7KH SUHYLRXV VHFWLRQV LQGLFDWH WKDW WKH H[LVWLQJ OLWHUDWXUH KDV IDLOHG WR UHFRJQL]H WKH LPSRU�
WDQFH RI KXPDQ UHVRXUFHV LQ RUJDQL]DWLRQDO FKDQJH OLWHUDWXUH� ,Q DGGLWLRQ� WKH LQÀXHQFHV RI
WKH SV\FKRORJLFDO FRQWUDFW HIIHFWV KDYH QRW EHHQ FRQVLGHUHG LQ WKH FRQWH[W RI RUJDQL]DWLRQDO
FKDQJH� $V D UHVXOW� WKLV VHFWLRQ DWWHPSWV WR EULGJH WKHVH LGHQWL¿HG JDSV ZLWK D WKHRUHWLFDO
PRGHO WKDW OLQNV ERWK GLPHQVLRQV RI RUJDQL]DWLRQDO FKDQJH DQG SV\FKRORJLFDO FRQWUDFW VWDWHV�
7KLV PRGHO SUHVHQWV VL[ FRQVWUXFWV� RUJDQL]DWLRQDO FRQWH[W �L�H� FXOWXUH� FRPPXQLFDWLRQ� SROL�
WLFV�� VRFLDO H[FKDQJH FRQWH[W �L�H� QDWXUH RU FKDUDFWHULVWLF RI SV\FKRORJLFDO FRQWUDFW�� SV\FKR�
ORJLFDO FRQWUDFW VWDWHV �L�H� EUHDFK� YLRODWLRQ� UHLQIRUFHPHQW�� RUJDQL]DWLRQ FKDQJH GLPHQVLRQ
�L�H� VFRSH� FRVW� WLPH�� LQGLYLGXDO DWWLWXGLQDO UHDFWLRQV �L�H� MRE VDWLVIDFWLRQ� HPSOR\HH PRWL�
YDWLRQ� HPSOR\HH FRPPLWPHQW� VHQVH RI VHFXULW\� HPSOR\HH OR\DOW\� HPSOR\HH GLVWUXVW�� DQG

��
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LQGLYLGXDO EHKDYLRUDO UHDFWLRQV �L�H� RUJDQL]DWLRQDO FLWL]HQVKLS EHKDYLRUV� VLOHQFH� F\QLFLVP�
UHVLVWDQFH WR FKDQJH� LQWHQWLRQ WR TXLW� QHJOHFW RI LQ�UROH MRE GXWLHV� WXUQRYHU� DEVHQFH�� 2U�
JDQL]DWLRQDO FRQWH[WV �L�H� SROLWLFV� FRPPXQLFDWLRQ� FXOWXUH� DIIHFW WKH UHODWLRQVKLS EHWZHHQ
WKH VFRSH RI RUJDQL]DWLRQDO FKDQJH DQG WKH SV\FKRORJLFDO FRQWUDFW DIIHFWV� 7KH RWKHU WZR
FRQVWUXFWV DUH WKH WZR W\SHV RI HPSOR\HH UHDFWLRQV RU UHVSRQVHV �L�H� EHKDYLRUDO DQG DWWLWXGL�
QDO� WKDW DUH UDLVHG ZKHQ WKH SV\FKRORJLFDO FRQWUDFW LV DIIHFWHG� 7KH VFRSH RI RUJDQL]DWLRQDO
FKDQJH ZLOO EH WKH RQO\ GLPHQVLRQ LQFOXGHG LQ WKH PRGHO WKDW DIIHFWV WKH VWDWH RI SV\FKRORJL�
FDO FRQWUDFW� WKH RWKHU GLPHQVLRQV �FRVW DQG WLPH� GR QRW KDYH D UHOHYDQW LQÀXHQFH RQ WKH VWDWH
RI SV\FKRORJLFDO FRQWUDFW EHFDXVH WKH\ DUH QRW WKH SULPDU\ VRXUFH RI FKDQJH LQ WKH VWDWH RI
SV\FKRORJLFDO FRQWUDFW� 2QFH WKH VWDWH RI SV\FKRORJLFDO FRQWUDFW LV DIIHFWHG �EUHDFKHG� YLR�
ODWHG� UHLQIRUFHG� E\ WKH VFRSH RI RUJDQL]DWLRQDO FKDQJH� LW LQÀXHQFHV WKH WKUHH RUJDQL]DWLRQDO
FKDQJH GLPHQVLRQV �VFRSH� FRVW� WLPH�� 7KXV� LW LV SRVVLEOH WR DUJXH WKDW GXDO FDXVDOLW\ LV VHHQ
LQ MXVW RQH GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH� ,Q RWKHU ZRUGV� WKH VFRSH RI RUJDQL]DWLRQDO
FKDQJH GLUHFWO\ DIIHFWV WKH VWDWH RI WKH SV\FKRORJLFDO FRQWUDFW� DQG LQ WXUQ� WKH QHZ VWDWH RI WKH
SV\FKRORJLFDO FRQWUDFW ZLOO DIIHFW WKH VFRSH RI RUJDQL]DWLRQDO FKDQJH�

7+(25(7,&$/ 02'(/
675$7(*,& &+$1*( ',0(16,216 $1' 36<&+2/2*,&$/
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3V\FKRORJLFDO�&RQWUDFW�6WDWHV�
�9LRODWLRQ��5HLQIRUFHPHQW��%UHDFK��

2UJDQL]DWLRQ�&KDQJH�'LPHQVLRQV��FRVW��WLPH��VFRSH��

1DWXUH�RI�3V\FKRORJLFDO�&RQWUDFW�

2UJDQL]DWLRQDO�&RQWH[W��3ROLWLFDO��&RPPXQLFDWLRQDO��
	 &XOWXUH��

,QGLYLGXDO�$WWLWXGLQDO�5HDFWLRQV�
�-RE�6DWLVIDFWLRQ��(PSOR\HH�0RWLYDWLRQ��(PSOR\HH�&RPPLWPHQW��6HQVH�RI�VHFXULW\��

(PSOR\HH�/R\DOW\��DQG�(PSOR\HH�'LVWUXVW��

,QGLYLGXDO�%HKDYLRUDO�5HDFWLRQV�
�2&%��6LOHQFH��&\QLFLVP��5HVLVWDQFH�WR�FKDQJH��,QWHQWLRQ�WR�TXLW��QHJOHFW�LQ�UROH�-RE�GXWLHV��7XUQRYHU��DQG�$EVHQFH��

6FRSH�RI�2UJDQL]DWLRQDO�

7KH PDLQ DUJXPHQW EHKLQG WKH GXDO FDXVDOLW\ EHWZHHQ VFRSH DQG WKH SV\FKRORJLFDO FRQ�
WUDFW LV WKDW WKH PDJQLWXGH DQG GHJUHH RI FKDQJH ZLOO GLUHFWO\ DIIHFW WKH UHODWLRQVKLS EH�
WZHHQ HPSOR\HH DQG HPSOR\HU� )RU LQVWDQFH� LI DQ RUJDQL]DWLRQ GHFLGHV WR LQLWLDWH D YHU\
GHHS FKDQJH� ZKLFK LQFOXGHV D PDMRU FKDQJH LQ WKH PHPEHUVKLS RI WKH WRS PDQDJHPHQW WHDP

��
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�707� DQG D QHZ &(2 ZLWK D QHZ YLVLRQ IRU WKH RUJDQL]DWLRQ KDV UHFHQWO\ DVVXPHG RI¿FH�
LW LV KLJKO\ OLNHO\ WKDW WKH HPSOR\HH�RUJDQL]DWLRQ UHODWLRQVKLS ZLOO EH VWURQJO\ DIIHFWHG� ,Q
FRQWUDVW� LI DQ RUJDQL]DWLRQ GHFLGHV WR FKDQJH VRPH HOHPHQW RI WKH ZRUN ÀRZ SURFHVV LQ RU�
GHU WR LPSURYH WKH TXDOLW\ RI LWV SURGXFWV� ZKLFK ZRXOG EH FRQVLGHUHG D W\SH RI HYROXWLRQDU\
FKDQJH� LW LV OLNHO\ WKDW WKH SV\FKRORJLFDO FRQWUDFW ZLOO EH OHVV DIIHFWHG� 0RUHRYHU� UDGLFDO
DQG WUDQVIRUPDWLRQDO FKDQJHV� ZKLFK LQFOXGH FKDQJHV ZLWKLQ WKH VWUXFWXUH� WHFKQRORJ\� PLV�
VLRQ� VWUDWHJ\� OHDGHUVKLS� RU FXOWXUH� KDYH WUHPHQGRXV FRQVHTXHQFHV DFURVV WKH RUJDQL]DWLRQ�
LQFOXGLQJ WKH SV\FKRORJLFDO FRQWUDFW� 7KHUHIRUH� WKH VFRSH RI FKDQJH ZLOO SUHGLFW KRZ PXFK
WKH SV\FKRORJLFDO FRQWUDFW LV JRLQJ WR EH DIIHFWHG�
3URSRVLWLRQ �D� $Q RUJDQL]DWLRQDO FKDQJH WKDW LV ZLGH LQ VFRSH ZLOO VWURQJO\ LQÀXHQFH WKH
VWDWH RI WKH SV\FKRORJLFDO FRQWUDFW �EUHDFK� YLRODWLRQ� UHLQIRUFHPHQW��
3URSRVLWLRQ �E� $Q RUJDQL]DWLRQDO FKDQJH WKDW LV QDUURZ LQ VFRSH ZLOO ZHDNO\ LQÀXHQFH WKH
VWDWH RI SV\FKRORJLFDO FRQWUDFW �EUHDFK� YLRODWLRQ� UHLQIRUFHPHQW��

7KH XQGHUO\LQJ DUJXPHQW RI WKLV ¿UVW SURSRVLWLRQ LV WKDW JUDGXDO FKDQJHV ZLOO UHLQIRUFH WKH
H[LVWLQJ SV\FKRORJLFDO FRQWUDFW EHWZHHQ HPSOR\HH DQG HPSOR\HU EXW ZLOO QRW YLRODWH RU EUHDFK
LW� ZKHUHDV ODUJH�VFDOH FKDQJHV ZLOO EUHDFK DQG YLRODWH WKH HPSOR\HH�HPSOR\HU SV\FKRORJLFDO
FRQWUDFW EXW ZLOO QRW UHLQIRUFH LW� 0RGHUDWRUV� WR EH GLVFXVVHG LQ WKH QH[W VHFWLRQ� PD\ FKDQJH
WKH UHODWLRQVKLSV QRWHG DERYH�

,,,��� 35(',&7,1* 36<&+2/2*,&$/ &2175$&7 67$7(6 72 $ ',))(5(17
6&23( 2) 25*$1,=$7,21$/ &+$1*(�
,,,����� (IIHFW RI LQFUHPHQWDO FKDQJHV RQ SV\FKRORJLFDO FRQWUDFW HIIHFW�
7KH LPSOHPHQWDWLRQ RI LQFUHPHQWDO FKDQJHV ZLOO KDYH D SRVLWLYH HIIHFW RQ WKH VWDWH RI WKH
SV\FKRORJLFDO FRQWUDFW� 7KLV SRVLWLYH HIIHFW� KRZHYHU� LV PRGHUDWHG E\ WZR FRQWH[WXDO IDFWRUV�
RUJDQL]DWLRQDO FRQWH[W �FXOWXUH� FRPPXQLFDWLRQ�� DQG VRFLDO H[FKDQJH �QDWXUH RI WKH SV\FKR�
ORJLFDO FRQWUDFW�� ,QFUHPHQWDO FKDQJHV ZLOO UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH
RUJDQL]DWLRQDO FRQWH[W LV FKDUDFWHUL]HG E\ ERWK DQ RUJDQL]DWLRQDO FXOWXUH WKDW HPSKDVL]HV LQ�
QRYDWLRQ DQG RUJDQL]DWLRQDO FRPPXQLFDWLRQ WKDW HPSKDVL]HV RSHQQHVV� )XUWKHU� LQFUHPHQWDO
FKDQJH ZLOO DOVR SRVLWLYHO\ DIIHFW WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH VRFLDO H[FKDQJH FRQWH[W
LV FKDUDFWHUL]HG E\ UHFLSURFDO WUXVW�
3URSRVLWLRQ �� 2UJDQL]DWLRQV ZKRVH FRQWH[WXDO FRQGLWLRQ LV FKDUDFWHUL]HG E\ DQ LQQRYDWLYH
FXOWXUH� FRPPXQLFDWLYH RSHQQHVV� DQG WUXVW ZLOO UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ
XQGHUWDNLQJ LQFUHPHQWDO FKDQJHV�

$V ZDV VWDWHG HDUOLHU� WKH QDWXUH RI WKH SV\FKRORJLFDO FRQWUDFW LV RQH RI WKH FKDUDFWHULVWLFV
WKDW GLVWLQJXLVKHV LW IURP RWKHU W\SHV RI FRQWUDFWV� 7KH QDWXUH RI WKH SV\FKRORJLFDO FRQWUDFW DI�

��



(&2120Ë$ < $'0,1,675$&,Ï1 1r��� GLFLHPEUH ����� SS� �� � ���

IHFWV HPSOR\HH SHUFHSWLRQV DERXW RUJDQL]DWLRQDO FKDQJH� ,I WKH PDMRULW\ RI HPSOR\HHV KROG D
UHODWLRQDO SV\FKRORJLFDO FRQWUDFW� HPSOR\HHV PD\ LQWHUSUHW WKH RUJDQL]DWLRQDO FKDQJH DV KDY�
LQJ WKH LQWHQWLRQ RI LPSURYLQJ WKH FRQWUDFWXDO UHODWLRQVKLS� EHFDXVH WKH\ PD\ VHH WKH RUJD�
QL]DWLRQDO FKDQJH DV DQ RSSRUWXQLW\� +RZHYHU� HPSOR\HHV ZLWK D WUDQVDFWLRQDO SV\FKRORJLFDO
FRQWUDFW ZLOO VHH RUJDQL]DWLRQDO FKDQJH DV D WKUHDW� )XUWKHU� WKH QDWXUH RI WKH SV\FKRORJL�
FDO FRQWUDFW DIIHFWV WKH LQGLYLGXDO¶V MXGJPHQW DERXW WKH RXWFRPH RI WKH RUJDQL]DWLRQ¶V FKDQJH
�LPSOLFDWLRQV DQG PDJQLWXGH� DQG LWV SURFHVV �DWWULEXWLRQ DQG IDLUQHVV� �0RUULVRQ 	 5RELVRQ�
������ :KHQ WKH H[FKDQJH LV WUDQVDFWLRQDO UDWKHU WKDQ UHODWLRQDO� RXWFRPH FRQFHUQV VKRXOG
KDYH D ODUJHU HIIHFW RQ WKH OLQN EHWZHHQ SHUFHLYHG FRQWUDFW EUHDFK DQG YLRODWLRQ� VLQFH HP�
SOR\HHV DUH IRFXVHG RQ GLUHFW DQG LPPHGLDWH UHFLSURFLW\ LQ WUDQVDFWLRQDO UHODWLRQVKLSV� :KHQ
WKH H[FKDQJH LV UHODWLRQDO� WKH MXGJPHQW DERXW ZK\ DQG KRZ D SV\FKRORJLFDO FRQWUDFW ZDV XQ�
IXO¿OOHG ZLOO EH OHVV LPSRUWDQW LQ FUHDWLQJ D VHQVH RI YLRODWLRQ� 7KHUHIRUH� WKH QDWXUH RI WKH
SV\FKRORJLFDO FRQWUDFW KROGV WKDW HDFK LQGLYLGXDO LV JRLQJ WR GHWHUPLQH ZKHWKHU WKHLU SV\FKR�
ORJLFDO FRQWUDFW LV YLRODWHG� EUHDFKHG� RU UHLQIRUFHG�
3URSRVLWLRQ �D� 2UJDQL]DWLRQV ZKRVH HPSOR\HHV KROG UHODWLRQDO SV\FKRORJLFDO FRQWUDFWV ZLOO
UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH\ XQGHUWDNH LQFUHPHQWDO RUJDQL]DWLRQDO FKDQJH�
3URSRVLWLRQ �E� 2UJDQL]DWLRQV ZKRVH HPSOR\HHV KROG WUDQVDFWLRQDO SV\FKRORJLFDO FRQWUDFWV
ZLOO EUHDFK RU YLRODWH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH\ XQGHUWDNH LQFUHPHQWDO RUJDQL]D�
WLRQDO FKDQJH�

7KH RUJDQL]DWLRQDO FXOWXUH LQFOXGHV WKH EHOLHIV� YDOXHV� DQG PHQWDO PRGHOV WKDW DUH KHOG
E\ HPSOR\HHV �%DUQH\� ����� 0DUWLQ� ������ 2QH RI WKH PDLQ IXQFWLRQV RI WKH RUJDQL]D�
WLRQDO FXOWXUH LV WKDW RI PRGHUDWLQJ WKH HPSOR\HHV¶ SHUFHSWLRQV DQG EHKDYLRUV �0DUWLQ� ������
)RU LQVWDQFH� LI DQ RUJDQL]DWLRQ LV FKDUDFWHUL]HG E\ D FXOWXUH ZLWK D KLJK OHYHO RI LQQRYDWLRQ�
DQ\ FKDQJH XQGHUWDNHQ E\ WKH RUJDQL]DWLRQ PD\ EH VHHQ DV QRUPDO VLQFH WKH HPSOR\HHV DUH
ZRUNLQJ LQ DQ RUJDQL]DWLRQDO FXOWXUH ZKRVH SURFHVVHV� V\VWHPV� PDQDJHULDO WHFKQLTXHV� DQG
SURGXFWV DUH FRQVWDQWO\ XQGHUJRLQJ FKDQJH� ,I WKLV LV WKH FDVH� DQ\ FKDQJH XQGHUWDNHQ E\ WKH
RUJDQL]DWLRQ LV JRLQJ WR SURGXFH D SRVLWLYH HPSOR\HH VWLPXOXV� +RZHYHU� LI WKH RUJDQL]DWLRQ LV
QRW FKDUDFWHUL]HG E\ FRQVWDQW FKDQJH� LW LV OLNHO\ WKDW� ZKHQ WKH RUJDQL]DWLRQ GHFLGHV WR XQGHU�
WDNH RUJDQL]DWLRQDO FKDQJH� WKH HPSOR\HHV PD\ KDYH WKH SHUFHSWLRQ WKDW WKHLU SV\FKRORJLFDO
FRQWUDFW KDV EHHQ YLRODWHG RU EUHDFKHG�
3URSRVLWLRQ �F� ,Q DQ RUJDQL]DWLRQDO FXOWXUH FKDUDFWHUL]HG E\ D KLJK OHYHO RI LQQRYDWLRQ DQG
FKDQJH� DQ\ LQFUHPHQWDO FKDQJH XQGHUWDNHQ E\ WKH RUJDQL]DWLRQ LV JRLQJ WR UHLQIRUFH WKH SV\�
FKRORJLFDO FRQWUDFW RI WKH HPSOR\HHV�
3URSRVLWLRQ �G� ,Q DQ RUJDQL]DWLRQDO FXOWXUH FKDUDFWHUL]HG E\ OLWWOH FKDQJH� DQ\ LQFUHPHQWDO
FKDQJH XQGHUWDNHQ E\ WKH RUJDQL]DWLRQ LV JRLQJ WR YLRODWH RU EUHDFK WKH SV\FKRORJLFDO FRQWUDFW
RI WKH HPSOR\HHV�

)XUWKHUPRUH� 0RUULVRQ 	 5RELQVRQ ������ DUJXH LQ WKHLU PRGHO WKDW LQFRQJUXHQFH EH�
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WZHHQ HPSOR\HHV DQG WKH RUJDQL]DWLRQDO DJHQW�V� PD\ OHDG WR SV\FKRORJLFDO FRQWUDFW YLROD�
WLRQ� ,QFRQJUXHQFH RFFXUV ZKHQ WKHUH DUH GLIIHUHQW SHUFHSWLRQV RU FRJQLWLYH VFKHPDWD RI D
JLYHQ SURPLVH EHWZHHQ DJHQW�V� DQG WKH HPSOR\HH� 6FKHPDWD DUH FRJQLWLYH IUDPHZRUNV WKDW
UHSUHVHQW RUJDQL]HG NQRZOHGJH DERXW D JLYHQ FRQFHSW RU W\SH RI VWLPXOXV� &RJQLWLYH GLIIHU�
HQFHV PD\ EH DVVRFLDWHG ZLWK WKH H[LVWHQFH RI FXOWXUDO GLVWDQFH DPRQJ HPSOR\HHV DQG HP�
SOR\HU� ,I WKH UHODWLRQVKLS EHWZHHQ DQ HPSOR\HH DQG DQ RUJDQL]DWLRQDO DJHQW DUH FKDUDFWHUL]HG
E\ YHU\ GLIIHUHQW DVVXPSWLRQV� YDOXHV� DQG EHOLHIV DERXW HPSOR\PHQW REOLJDWLRQV� WKHQ WKHUH
LV LQFRQJUXHQFH EHWZHHQ WKH HPSOR\HH DQG HPSOR\HU� 7KHUHIRUH� RUJDQL]DWLRQDO FXOWXUH SOD\V
DQ LPSRUWDQW UROH LQ FUHDWLQJ FRJQLWLYH GLIIHUHQFHV�
3URSRVLWLRQ �H� $Q RUJDQL]DWLRQ ZKRVH HPSOR\PHQW UHODWLRQVKLS LV FKDUDFWHUL]HG E\ ORZ
FXOWXUDO GLVWDQFHV ZLOO UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV
LQFUHPHQWDO FKDQJH�
3URSRVLWLRQ �I� $Q RUJDQL]DWLRQ ZKRVH HPSOR\PHQW UHODWLRQVKLS LV FKDUDFWHUL]HG E\ KLJK
FXOWXUDO GLVWDQFHV ZLOO YLRODWH RU EUHDFK WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ
XQGHUWDNHV LQFUHPHQWDO FKDQJH�

,Q DGGLWLRQ� WKH VRFLDO FRQWUDFW LV FRQVLGHUHG D FRPSRQHQW RI WKH RUJDQL]DWLRQDO FXOWXUH DQG
LW LQÀXHQFHV WKH UHODWLRQVKLS EHWZHHQ WKH RUJDQL]DWLRQ DQG WKH HPSOR\HHV �0RUULVRQ 	 5REL�
VRQ� ������ $ VRFLDO FRQWUDFW UHIHUV WR WKH DVVXPSWLRQV� EHOLHIV� DQG QRUPV DERXW DSSURSULDWH
EHKDYLRU ZLWKLQ D SDUWLFXODU VRFLDO XQLW �*RXJK� ������ $ VRFLDO FRQWUDFW FDQ EH FOHDUO\ RU DP�
ELJXRXVO\ HVWDEOLVKHG LQ WKH RUJDQL]DWLRQ� ,Q WKH FRQWH[W RI DQ HPSOR\PHQW UHODWLRQVKLS� WKH
VRFLDO FRQWUDFW HQWDLOV EHOLHIV DERXW H[FKDQJH� UHFLSURFLW\� JRRG IDLWK� DQG IDLU GHDOLQJ� 7KXV�
WKH VRFLDO FRQWUDFW UHIHUV WR WKH WHUPV DQG FRQGLWLRQV JRYHUQLQJ WKH H[HFXWLRQV RI WKH SV\FKR�
ORJLFDO FRQWUDFW� 3DUWLHV WR D SV\FKRORJLFDO FRQWUDFW QRW RQO\ H[FKDQJH SURPLVHG JRRGV DQG
VHUYLFHV� EXW WKH\ DOVR LPSOLFLWO\ SURPLVH WR H[HFXWH WKH H[FKDQJH DFFRUGLQJ WR D VHW RI YDO�
XHV� EHOLHIV� DQG QRUPV� 'LIIHUHQW SV\FKRORJLFDO FRQWUDFWV DUH JRYHUQHG E\ WKH VDPH VRFLDO
FRQWUDFW� ZKLFK VHUYHV DV WKH EDVLV IRU WKH FRQWUDFWXDO UHODWLRQVKLS� 7KHUHIRUH� D VWURQJ VRFLDO
FRQWUDFW� ZKLFK LV FKDUDFWHUL]HG E\ KDYLQJ FOHDU QRUPV� EHOLHIV� DQG DVVXPSWLRQV LV D JRRG
LQGLFDWRU RU SUHGLFWRU RI ZKDW HPSOR\HHV EHOLHYH LV JRLQJ WR KDSSHQ ZKHQ WKH RUJDQL]DWLRQ
XQGHUWDNHV FKDQJHV�
3URSRVLWLRQ �J� $Q RUJDQL]DWLRQ ZKRVH VRFLDO FRQWUDFW LV VWURQJ DQG SUHGLFWDEOH ZLOO UHLQIRUFH
WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV LQFUHPHQWDO FKDQJHV�
3URSRVLWLRQ �K� $Q RUJDQL]DWLRQ ZKRVH VRFLDO FRQWUDFW LV ZHDN �L�H� FKDUDFWHUL]HG E\ XQFOHDU
QRUPV� EHOLHIV� DQG DVVXPSWLRQV� DQG XQSUHGLFWDEOH ZLOO EUHDFK RU YLRODWH WKH SV\FKRORJLFDO
FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV LQFUHPHQWDO FKDQJHV�

)XUWKHUPRUH� DFFRUGLQJ .LOERXUQH� 2¶/HDU\�.HOO\ 	 :LOOLDPV ������� WKH RUJDQL]DWLRQDO
FXOWXUH �YDOXHV V\VWHPV� LQÀXHQFHV WKH HPSOR\HH¶V SHUFHSWLRQ RI IDLUQHVV� 7KH\ VXJJHVW WKDW
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³HPSOR\HHV PD\ GHWHUPLQH ZKHWKHU WKH QHZ V\VWHP LV IDLU E\ PDWFKLQJ LW DJDLQVW WKHLU LQGL�
YLGXDO HWKLFDO VWDQGDUGV UHJDUGLQJ KRZ HPSOR\HHV VKRXOG EH WUHDWHG´� ,W VHHPV WKDW RUJDQL�
]DWLRQDO FXOWXUH LV OLNHO\ WR LQÀXHQFH WKH HPSOR\HHV¶ SHUFHSWLRQ RI IDLU WUHDWPHQW GXULQJ WKH
LPSOHPHQWDWLRQ RI WKH RUJDQL]DWLRQDO FKDQJHV�
3URSRVLWLRQ �L� $Q RUJDQL]DWLRQ ZKRVH HPSOR\HHV SHUFHLYH LWV WUHDWPHQW DV IDLU DQG MXVW ZLOO
UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV LQFUHPHQWDO FKDQJH�
3URSRVLWLRQ �M� $Q RUJDQL]DWLRQ ZKRVH HPSOR\HHV SHUFHLYH LWV WUHDWPHQW DV XQIDLU DQG XQMXVW
ZLOO YLRODWH RU EUHDFK WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV LQFUHPHQ�
WDO FKDQJH�

2UJDQL]DWLRQDO FRPPXQLFDWLRQ LV D IDFWRU WKDW PLQLPL]HV LQFRQJUXHQFH EHWZHHQ DQ HP�
SOR\HH DQG WKH RUJDQL]DWLRQ¶V DJHQW�V� LQ IXO¿OOLQJ WKH HPSOR\HH¶V SV\FKRORJLFDO FRQWUDFW�
7UXWKIXO� RSHQ� DQG DFFXUDWH FRPPXQLFDWLRQ UHJDUGLQJ H[SHFWHG REOLJDWLRQV ZLOO PLQLPL]H
LQFRQJUXHQFH� 0RUHRYHU� FRPPXQLFDWLRQ ZLOO KHOS WR PLQLPL]H WKH ³IDOVH FRQVHQVXV HIIHFW´�
ZKHUHE\ SHRSOH DVVXPH WKDW WKH\ VKDUH WKH VDPH SHUFHSWLRQV� &RPPXQLFDWLRQ LV IDFLOLWDWHG
E\ D KLJK OHDGHU�PHPEHU H[FKDQJH WKDW ZLOO UHGXFH WKH OLNHOLKRRG RI H[SHULHQFLQJ YLRODWLRQ
E\ PLQLPL]LQJ LQFRQJUXHQFH�
3URSRVLWLRQ �N� $Q RUJDQL]DWLRQ ZKRVH FRPPXQLFDWLRQ V\VWHP LV FKDUDFWHUL]HG E\ EHLQJ
WUXWKIXO� RSHQ� DQG DFFXUDWH ZLOO UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH RUJDQL]DWLRQ
XQGHUWDNHV LQFUHPHQWDO FKDQJHV�
3URSRVLWLRQ �O� $Q RUJDQL]DWLRQ ZKRVH FRPPXQLFDWLRQ V\VWHP LV FKDUDFWHUL]HG E\ EHLQJ
XQWUXWKIXO� FORVHG� DQG LQDFFXUDWH ZLOO YLRODWH RU EUHDFK WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH
RUJDQL]DWLRQ XQGHUWDNHV LQFUHPHQWDO FKDQJHV�

)LQDOO\� ZKHQ WKH VSHFL¿F FRQWH[WXDO FRQGLWLRQV WKDW DUH H[SODLQHG DERYH DUH QRW SUHVHQW�
LQFUHPHQWDO FKDQJHV PD\ QHJDWLYHO\ DIIHFW WKH SV\FKRORJLFDO FRQWUDFW� )RU LQVWDQFH� ZKHQ WKH
VRFLDO H[FKDQJH LV FKDUDFWHUL]HG E\ ORZ OHYHOV RI WUXVW� LW LV KLJKO\ OLNHO\ WKDW WKH SULRU WUXVW
RI DQ HPSOR\HH ZLOO EH YHU\ ORZ� :KHQ WKH SULRU WUXVW RI DQ HPSOR\HH LV ORZ� FRQVWDQW VPDOO
RUJDQL]DWLRQDO FKDQJH PD\ SURGXFH FRQVWDQW FRQWUDFW FKDQJH� ZKLFK PD\ PHDQ LQFUHDVHG
RSSRUWXQLWLHV IRU HPSOR\HHV DQG HPSOR\HUV WR PLVXQGHUVWDQG WKH DJUHHPHQW DQG WR SHUFHLYH D
FRQWUDFW EUHDFK HYHQ ZKHQ DQ DFWXDO EUHDFK GLG QRW RFFXU� 7KXV� ZKHQ WKH OHYHO RI WUXVW LV ORZ
LQ DQ HPSOR\PHQW UHODWLRQVKLS� LW ZRXOG EH H[SHFWHG WKDW WKH PDMRULW\ RI HPSOR\HHV EHOLHYH
WKDW WKH HPSOR\HU KDV EUHDFKHG VRPH DVSHFW RI WKHLU HPSOR\PHQW DJUHHPHQW �5RELQVRQ 	
5RXVVHDX� ������ 0RUHRYHU� ZKHQ WKH FRPPXQLFDWLRQ V\VWHP ZLWKLQ DQ RUJDQL]DWLRQ LV QRW
RSHQ� WKH LQWHUSUHWDWLRQ SURFHVV FDUULHG RXW E\ HPSOR\HHV LV EDVHG RQ WKHLU RZQ LQIRUPDWLRQ
WKDW PD\ OHDG WR D PLVXQGHUVWDQGLQJ DERXW WKH SXUSRVH DQG REMHFWLYH RI WKH RUJDQL]DWLRQDO
FKDQJH� )XUWKHU� ZKHQ WKH FXOWXUH RI DQ RUJDQL]DWLRQ LV EDVHG RQ EHOLHIV DQG YDOXHV WKDW DUH
QRW FRQVLVWHQW ZLWK LQQRYDWLRQ� LW LV KLJKO\ OLNHO\ WKDW DQ\ SURFHVV RI LQFUHPHQWDO FKDQJH ZLOO
QRW UHLQIRUFH WKH SV\FKRORJLFDO FRQWUDFW� EXW ZLOO FDXVH D EUHDFK RU YLRODWLRQ�
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,,,����� (IIHFW RI UDGLFDO FKDQJHV RQ SV\FKRORJLFDO FRQWUDFW HIIHFW�
(YHQ WKRXJK UDGLFDO FKDQJHV �ODUJH�VFDOH� WUDQVIRUPDWLRQDO� UHYROXWLRQDU\� VWUDWHJLF� DUH UDUH
LQ RUJDQL]DWLRQV �%XUNH� ������ WKRVH WKDW GR XQGHUWDNH WKHP ZLOO DOZD\V SURYRNH D QHJDWLYH
HIIHFW RQ WKH VWDWH RI WKH SV\FKRORJLFDO FRQWUDFW �YLRODWLRQ DQG EUHDFK�� 7KH HIIHFW LV QHJDWLYH
LQ WKH VHQVH WKDW WKH VWDWXV TXR RI DQ HPSOR\HH LV DIIHFWHG DQG IRUFHG WR FKDQJH� DQG SHRSOH DUH
PRUH OLNHO\ WR UHVLVW FKDQJH WKDQ DFFHSW LW� 7KLV QHJDWLYH HIIHFW� LQ FRQWUDVW WR WKH UHDFWLRQ WR
LQFUHPHQWDO FKDQJH� LV RQO\ PRGHUDWHG E\ RUJDQL]DWLRQDO FRPPXQLFDWLRQ� 5DGLFDO DQG VWUDWH�
JLF FKDQJHV� DFFRUGLQJ WR WKH FRJQLWLYH SHUVSHFWLYH� VKLIW RUJDQL]DWLRQDO LGHRORJLHV� ZKLFK DUH
IRUPHG E\ FRUH EHOLHIV� VFKHPDV� DQG NQRZOHGJH VWUXFWXUHV �:DOVK� ������ 7KXV� ZKHQ UDGL�
FDO FKDQJH DIIHFWV WKH RUJDQL]DWLRQDO EHOLHI VWUXFWXUH� LW VWURQJO\ DIIHFWV WKH HPSOR\HH EHOLHIV�
RU WKHLU SV\FKRORJLFDO FRQWUDFW�
3URSRVLWLRQ �� 8QGHU DQ\ H[WHUQDO DQG LQWHUQDO FRQGLWLRQ� LW LV KLJKO\ OLNHO\ WKDW RUJDQL]DWLRQV
ZLOO YLRODWH DQG EUHDFK WKH SV\FKRORJLFDO FRQWUDFW ZKHQ WKH\ XQGHUWDNH UDGLFDO RU VWUDWHJLF
FKDQJHV�

,V LW SRVVLEOH WR FKDQJH HPSOR\HH EHOLHIV ZKHQ WKH RUJDQL]DWLRQ XQGHUWDNHV VWUDWHJLF FKDQJH"
,I VR� LW LV FHQWUDO WR DQ\ PDQDJHU WR DGGUHVV HPSOR\HH EHOLHIV FRQFHUQLQJ WKH FKDQJH EHIRUH�
GXULQJ� DQG DIWHU DQ\ VWUDWHJLF FKDQJH LQ RUGHU WR DYRLG DQ\ YLRODWLRQ RU EUHDFK RI WKH HP�
SOR\HH¶V SV\FKRORJLFDO FRQWUDFW� 7KH FRQFHSW RI UHFLSURFDO REOLJDWLRQ WKDW LV SUHVHQW LQ DQ\
SV\FKRORJLFDO FRQWUDFW ZRXOG LPSO\ WKDW� LQ FLUFXPVWDQFHV RI VWUDWHJLF FKDQJH� QRW RQO\ FDQ
WKH HPSOR\HUV IDLO WR IXO¿OO REOLJDWLRQV� EXW WKH HPSOR\HHV FDQ DV ZHOO� (PSOR\HHV PD\ GLV�
DJUHH ZLWK WKH VWUDWHJLF FKDQJHV XQGHUWDNHQ E\ WKH RUJDQL]DWLRQ DQG WKH\ PD\ QRW EH ZLOOLQJ
WR FKDQJH WKHLU EHOLHIV DQG SHUFHSWLRQV� ,I WKDW LV WKH FDVH� VHYHUDO GLPHQVLRQ RI RUJDQL]DWLRQDO
FKDQJH �VFRSH� FRVW� WLPH� VKRXOG EH UHHYDOXDWHG� )RU LQVWDQFH� D UDGLFDO FKDQJH WKDW LV QRW
VXFFHVVIXOO\ LPSOHPHQWHG PD\ EH PRUH FRVWO\ �RUJDQL]DWLRQV PD\ GHFLGH WR FKDQJH SHUVRQQHO
DQG KLUH QHZ HPSOR\HHV� DQG ZLOO WDNH PRUH WLPH�

$OWKRXJK WKH SULRU SURSRVLWLRQ VWDWHV WKDW LW LV KLJKO\ OLNHO\ WKDW DQ HPSOR\HHV¶ SV\FKR�
ORJLFDO FRQWUDFW ZLOO EH YLRODWHG ZKHQ WKH RUJDQL]DWLRQ GHFLGHV WR LPSOHPHQW UDGLFDO FKDQJH�
LW LV LPSRUWDQW WR SRLQW RXW WKDW� XQGHU FHUWDLQ FLUFXPVWDQFHV� WKLV PD\ QRW EH WKH FDVH� 'H�
SHQGLQJ RQ WKH HPSOR\HH¶V LQWHUSUHWDWLRQ RI SV\FKRORJLFDO FRQWUDFW FKDQJH� YLRODWLRQ PD\ RU
PD\ QRW RFFXU LQ FHUWDLQ FLUFXPVWDQFHV� 7KH PHDQLQJ JLYHQ E\ DQ HPSOR\HH WR UDGLFDO FKDQJH
LV GHYHORSHG WKURXJK WKH HPSOR\HH¶V FRJQLWLYH HYDOXDWLRQ� ,I WKH HPSOR\HH LV ZHOO�LQIRUPHG
WKURXJK WKH RUJDQL]DWLRQ¶V IRUPDO FKDQQHOV RI FRPPXQLFDWLRQ� LW LV KLJKO\ OLNHO\ WKDW WKH HP�
SOR\HH ZLOO QRW SHUFHLYH DQ\ IDLOXUH IURP WKH HPSOR\HU� DQG WKXV� ZLOO QRW IHHO HPRWLRQDOO\
EHWUD\HG� ,QFRQJUXHQFH RFFXUV ZKHQ WKHUH DUH GLIIHUHQW SHUFHSWLRQV RI D JLYHQ SURPLVH EH�
WZHHQ DJHQW�V� DQG HPSOR\HH� $FFRUGLQJ WR 5RELQVRQ 	 0RUULVRQ ������� WKHUH DUH WKUHH
IDFWRUV WKDW SOD\ D UROH LQ FUHDWLQJ LQFRQJUXHQFH� �D� WKH GHJUHH WR ZKLFK HPSOR\HHV DQG RU�
JDQL]DWLRQDO DJHQW�V� EULQJ GLIIHUHQW FRJQLWLYH VFKHPDWD WR D VLWXDWLRQ� �E� WKH FRPSOH[LW\ RU
DPELJXLW\ RI WKH REOLJDWLRQ EHWZHHQ WKH SDUWLHV� DQG �F� FRPPXQLFDWLRQ� :KHQ HPSOR\HHV DUH
ZHOO�LQIRUPHG WKURXJK IRUPDO FKDQQHOV RI FRPPXQLFDWLRQ� LW LV KLJKO\ OLNHO\ WKDW HPSOR\HHV
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DQG HPSOR\HU ZLOO KDYH VLPLODU FRJQLWLYH VFKHPDWD� /LNHZLVH� WKH KLJK RUJDQL]DWLRQDO XQFHU�
WDLQW\ RU DPELJXLW\ FUHDWHG E\ UDGLFDO FKDQJH LV GHFUHDVHG ZKHQ WKH OLQHV RI RUJDQL]DWLRQDO
FRPPXQLFDWLRQ DUH RSHQ LQ DQ RUJDQL]DWLRQ� %DVHG RQ WKH IRUHJRLQJ DUJXPHQWV� DQ RSHQ FRP�
PXQLFDWLRQ V\VWHP PD\ EH D SRZHUIXO WRRO IRU GHFUHDVLQJ IHHOLQJV RI YLRODWLRQ RU EUHDFK LQ
WKH HPSOR\HHV¶ SV\FKRORJLFDO FRQWUDFWV�
3URSRVLWLRQ �� $Q HI¿FLHQW IRUPDO FRPPXQLFDWLRQ FKDQQHO GXULQJ D SHULRG RI UDGLFDO FKDQJH
ZLOO GHFUHDVH WKH QHJDWLYH HIIHFWV RI UDGLFDO FKDQJH RQ WKH SV\FKRORJLFDO FRQWUDFW�

0RUULVRQ 	 5RELQVRQ ������ GH¿QH IDLUQHVV MXGJPHQW DV WKH HPSOR\HHV¶ SHUFHSWLRQV RI
KRZ IDLUO\ KH RU VKH KDV EHHQ WUHDWHG� ,W LV DQ LPSRUWDQW HOHPHQW LQ WKH VHQVH�PDNLQJ SURFHVV
IROORZLQJ D SHUFHLYHG FRQWUDFW EUHDFK� -XGJPHQWV RI IDLU WUHDWPHQW DUH RIWHQ PRUH DOLJQHG
ZLWK LQWHUDFWLRQDO MXVWLFH �%LHV 	0RDJ� ���� QRW LQ 5HIHUHQFHV���� ,QWHUDFWLRQDO MXVWLFH UHIHUV
WR RQH¶V MXGJPHQW UHJDUGLQJ WKH LQWHUSHUVRQDO WUHDWPHQW RQH KDV H[SHULHQFHG LQ WKH SURFHVV
RI UDGLFDO FKDQJH� 7KHVH MXGJPHQWV UHÀHFW WKH HPSOR\HH¶V EHOLHI DERXW ZKHWKHU KH RU VKH
KDV EHHQ GHDOW ZLWK KRQHVWO\ DQG UHVSHFWIXOO\ DQG ZKHWKHU KH RU VKH KDV UHFHLYHG DQ DGHTXDWH
MXVWL¿FDWLRQ IRU WKH FRQWUDFW EUHDFK� ,W IRFXVHV DWWHQWLRQ XSRQ WKH OHDGHUV RI DQ RUJDQL]DWLRQ�
WKHLU DFFXUDWH MXVWL¿FDWLRQ RI D UDGLFDO FKDQJH ZLOO PLQLPL]H LWV SRVVLEOH QHJDWLYH HIIHFWV RQ
DQ HPSOR\HH¶V SHUFHSWLRQ� 0RUHRYHU� WKH OHDGHU RI DQ RUJDQL]DWLRQ� EHIRUH XQGHUWDNLQJ DQ\
VWUDWHJLF FKDQJH� VKRXOG PDQDJH WKH HPSOR\HH SHUFHSWLRQV WKURXJK D VWURQJ FRPPXQLFDWLYH
SURFHVV LQ RUGHU WR PLQLPL]H DQ\ PLVXQGHUVWDQGLQJ� 7KLV VKRXOG EH D SDUW RI WKH FKDQJH
PDQDJHPHQW SURFHVV� 7KH DJHQW RI FKDQJH VKRXOG FOHDUO\ H[SODLQ DQ\ VWUDWHJLF FKDQJH LQ
RUGHU WR PDQDJH HPSOR\HH SHUFHSWLRQV DQG EHOLHIV�

:KHWKHU RU QRW WKH PDMRULW\ RI HPSOR\HHV KROG D UHODWLRQDO SV\FKRORJLFDO FRQWUDFW� DQ\
UDGLFDO FKDQJH XQGHUWDNHQ E\ WKH RUJDQL]DWLRQ PD\ EH LQWHUSUHWHG DV DQ LQWHQWLRQ RI LPSURY�
LQJ DQG HPSOR\HHV FDQ VHH WKLV FKDQJH DV DQ RSSRUWXQLW\ WR WKHP� EXW HPSOR\HHV ZKRVH SV\�
FKRORJLFDO FRQWUDFW LV WUDQVDFWLRQDO LQ QDWXUH ZLOO OLNHO\ VHH UDGLFDO FKDQJH DV D WKUHDW WR WKHP�
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3V\FKRORJLFDO FRQWUDFW OLWHUDWXUH KLJKOLJKWV VL[ HPSOR\HH DWWLWXGLQDO UHDFWLRQV ZKHQ WKH SV\�
FKRORJLFDO FRQWUDFW LV QHJDWLYHO\ DIIHFWHG� 7KRVH QHJDWLYH DWWLWXGHV DUH� ORZ MRE VDWLVIDFWLRQ�
ORZ HPSOR\HH PRWLYDWLRQ� ORZ HPSOR\HH FRPPLWPHQW� ORZ VHQVH RI VHFXULW\� ORZ HPSOR\HH
OR\DOW\� DQG KLJK HPSOR\HH GLVWUXVW� (DFK RI WKHVH HPSOR\HH DWWLWXGHV LV JRLQJ WR DIIHFW HDFK
GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH LQ D GLIIHUHQW ZD\� 7KH UHODWLRQVKLS EHWZHHQ HDFK QHJD�
WLYH DWWLWXGH DQG HDFK GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH LV SUHVHQWHG LQ WKH IROORZLQJ WDEOH�

��
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���+LJK�(PSOR\HH�'LVWUXVW
���/RZ�(PSOR\HH�/R\DOW\
���/RZ�6HQVH�RI�6HFXULW\
���/RZ�(PSOR\HH�&RPPLWPHQW
���/RZ�(PSOR\HH�0RWLYDWLRQ

(PSOR\HH�
$WWLWXGLQDO�
5HDFWLRQV

���/RZ�-RE�6DWLVIDFWLRQ
7LPH&RVW6FRSH

'LPHQVLRQ�RI�2UJDQL]DWLRQ�&KDQJH

���+LJK�(PSOR\HH�'LVWUXVW
���/RZ�(PSOR\HH�/R\DOW\
���/RZ�6HQVH�RI�6HFXULW\
���/RZ�(PSOR\HH�&RPPLWPHQW
���/RZ�(PSOR\HH�0RWLYDWLRQ

(PSOR\HH�
$WWLWXGLQDO�
5HDFWLRQV

���/RZ�-RE�6DWLVIDFWLRQ
7LPH&RVW6FRSH

'LPHQVLRQ�RI�2UJDQL]DWLRQ�&KDQJH

�$ SRVLWLYH ��� VLJQ PHDQV SRVLWLYH UHODWLRQVKLS� ZKLOH D QHJDWLYH VLJQ ��� PHDQV QHJDWLYH UHODWLRQVKLS�

$FFRUGLQJ WR MRE VDWLVIDFWLRQ DQG HPSOR\HH PRWLYDWLRQ OLWHUDWXUH� DQ\ RUJDQL]DWLRQDO FKDQJH
WKDW LV GHVLJQHG WR OHDG WR RUJDQL]DWLRQDO LPSURYHPHQW ZLOO UHVXOW LQ FKDQJHV LQ VHYHUDO UROH
DQG WDVN GLPHQVLRQV VXFK DV DXWRQRP\� LQGHSHQGHQFH� IHHGEDFN� DQG UHZDUGV DQG ZLOO SRV�
LWLYHO\ DIIHFW PRWLYDWLRQ DQG MRE VDWLVIDFWLRQ �IRU PRUH LQIRUPDWLRQ� VHH WKH UHVXOWV RI WKH
+DZWKRUQH VWXGLHV�� $GGLWLRQDOO\� LI WKH HPSOR\HHV DUH ZRUNLQJ LQ DQ RUJDQL]DWLRQ ZLWK ORZ
PRWLYDWLRQ� VHFXULW\� DQG OR\DOW\� WKHQ WKH\ ZLOO QRW EH ZLOOLQJ WR KHOS WKH DJHQW RI FKDQJH RU
OHDGHUV RI FKDQJH LQ VDYLQJ ¿QDQFLDO DQG HFRQRPLFV UHVRXUFHV� /LNHZLVH� DQ HPSOR\HH ZLWK
D ORZ OHYHO RI MRE VDWLVIDFWLRQ DQG FRPPLWPHQW ZLOO QRW WDNH SDUW LQ PDQDJHPHQW WHDPZRUN
�L�H� TXDOLW\ FLUFOHV� 740 SURMHFW WHDPV� DQG WKH\ ZLOO QRW EH LQYROYHG LQ DQ\ RWKHU DFWLYL�
WLHV WKDW LPSO\ DGGLWLRQDO ZRUN� 8QGHU WKHVH FLUFXPVWDQFHV� RUJDQL]DWLRQV ZLOO QHHG WR VSHQG
D ORW RI WLPH DQG HFRQRPLF UHVRXUFHV FRQYLQFLQJ� PRWLYDWLQJ� DQG WUDLQLQJ HPSOR\HHV LQ RU�
GHU WR LQYROYH DOO PHPEHUV RI WKH RUJDQL]DWLRQ LQ WKH FKDQJH� 7KHUHIRUH� ORZ PRWLYDWLRQ� MRE
VDWLVIDFWLRQ� FRPPLWPHQW� VHFXULW\� DQG OR\DOW\ ZLOO LQFUHDVH WKH FRVW DQG WLPH RI DQ\ RUJD�
QL]DWLRQDO FKDQJH� ,Q DGGLWLRQ� RUJDQL]DWLRQDO PDQDJHUV ZLOO EH IRUFHG WR GHFUHDVH WKH VFRSH
RI DQ\ RUJDQL]DWLRQDO FKDQJH ZKHQ HPSOR\HHV KDYH ORZ PRWLYDWLRQ� MRE VDWLVIDFWLRQ� FRPPLW�
PHQW� VHFXULW\� DQG OR\DOW\ EHFDXVH HPSOR\HHV DUH PRUH ZLOOLQJ WR EH SDUW RI VPDOO FKDQJHV
WKDQ ODUJH RQHV� ,Q RWKHU ZRUGV� SHRSOH QRUPDOO\ UHVLVW FKDQJH� DQG WKHUHIRUH� WKH\ ZLOO EH
PRUH ZLOOLQJ WR XQGHUWDNH VPDOO RUJDQL]DWLRQDO FKDQJHV WKDQ PRUH VLJQL¿FDQW RQHV� 7KLV ODVW
DUJXPHQW LV EDVHG RQ WKH DVVXPSWLRQ WKDW WKH RUJDQL]DWLRQ FRQVLGHUV LWV KXPDQ DVVHWV KLJKO\
YDOXDEOH� DQG WKXV� LW LV QRW ZLOOLQJ WR WHUPLQDWH HPSOR\HHV EXW SUHIHUV WR UHWDLQ HPSOR\HHV
ZKHQ SRVVLEOH�

)URP WKH SUHFHGLQJ WDEOH� WZR JHQHUDO WKHRUHWLFDO SURSRVLWLRQV HPHUJH�

��
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3URSRVLWLRQ �� $OO HPSOR\HH DWWLWXGLQDO UHDFWLRQV� ZKLFK DUH FDXVHG E\ SV\FKRORJLFDO FRQ�
WUDFW YLRODWLRQ DQG EUHDFK� ZLOO QHJDWLYHO\ DIIHFW WKH FRVW DQG WLPH RI RUJDQL]DWLRQDO FKDQJH�
3URSRVLWLRQ �� 7KH VFRSH RI RUJDQL]DWLRQDO FKDQJH LV SRVLWLYHO\ DIIHFWHG E\ DOO HPSOR\HH
DWWLWXGLQDO UHDFWLRQV� ZLWK WKH RQO\ H[FHSWLRQ RI KLJK HPSOR\HH GLVWUXVW�

$ FORVHU DQDO\VLV RI WKH FRVW GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH SURYLGHV VRPH DGGL�
WLRQDO LQVLJKW� 7KH FRVW RI DQ\ RUJDQL]DWLRQDO FKDQJH LV DIIHFWHG E\ VHYHUDO IDFWRUV� 0RUULVRQ
	 5RELQVRQ ������ VXJJHVW WKDW WKUHH VSHFL¿F IDFWRUV PD\ DIIHFW WKH FRVWV DQG EHQH¿WV� )LUVW
LV SRZHU DV\PPHWU\� LQ DQ HPSOR\PHQW UHODWLRQVKLS� DQ HPSOR\HH ZLOO KDYH PRUH SRZHU LI
KH RU VKH SRVVHVVHV FULWLFDO VNLOOV RU H[SHUWLVH WKDW FUHDWHV GHSHQGHQFH E\ WKH RUJDQL]DWLRQ� ,Q
PDQ\ FDVHV� KRZHYHU� WKH HPSOR\HH LV WKH PRUH GHSHQGHQW DQG� KHQFH� OHVV SRZHUIXO SDUW\� ,Q
WKLV FDVH� WKH HPSOR\HU FDQ HDVLO\ UHSODFH WKH HPSOR\HH� ZKHUHDV WKH HPSOR\HH FDQQRW HDVLO\
H[LW WKH HPSOR\PHQW UHODWLRQVKLS �0F/HDQ 3DUN 	 .LGGHU� ���� QRW LQ 5HIHUHQFHV���� :KHQ
WKH HPSOR\HH LV WKH PRUH SRZHUIXO SDUW\� DQ\ RUJDQL]DWLRQDO FKDQJH WKDW GHSHQGV RQ NH\ SHR�
SOH �DJHQW RI FKDQJH� WHDP OHDGHU� &(2� ZLOO EH VHHQ DV PRUH FRVWO\� 6HFRQG� WKH DJHQW RI
FKDQJH¶V DVVHVVPHQW DERXW WKH DGHTXDWH IXO¿OOPHQW RI WKH HPSOR\HH¶V REOLJDWLRQ PD\ EH FRQ�
VLGHUHG PRUH FRVWO\ WKDQ WKH HPSOR\HH¶V SHUFHSWLRQ� )LQDOO\ LV WKH QDWXUH RI WKH H[FKDQJH UHOD�
WLRQVKLS� 5HODWLRQDO H[FKDQJH HQFRXUDJHV D FROOHFWLYH LQWHUHVW UDWKHU WKDQ VROHO\ VHOI�LQWHUHVW�
7KXV WKH FRVW RI RUJDQL]DWLRQDO FKDQJH ZLOO EH FRQVLGHUHG DV JUHDWHU ZKHQ WKH FRQWUDFW LV
YLHZHG DV UHODWLRQDO �0F/HDQ 3DUN 	 .LGGHU� ����� 0F/HDQ 3DUN 	 6FKPHGHPDQQ� ������

0RUHRYHU� 0RUULVRQ 	 5RELQVRQ ������ VXJJHVW WKDW EUHDNLQJ DQ HPSOR\PHQW SURPLVH
FOHDUO\ HQWDLOV SRWHQWLDO FRVWV WR DQ RUJDQL]DWLRQ� VXFK DV UHGXFHG HPSOR\HH FRPPLWPHQW RU
SHUIRUPDQFH� ORVV RI D YDOXHG HPSOR\HH� D GDPDJHG UHSXWDWLRQ� UHWDOLDWLRQ� RU HYHQ D ODZ�
VXLW �0F/HDQ 3DUN 	 6FKPHGHPDQQ� ������ )XO¿OOLQJ D SURPLVH DOVR PD\ EH FRVWO\� EHFDXVH
SURPLVHV WR HPSOR\HHV RIWHQ HQWDLO VFDUFH UHVRXUFHV� ,W VHHPV WKDW� LQ VRPH FDVHV� WKH RUJDQL�
]DWLRQ ZLOO KDYH WR HYDOXDWH FRVW HIIHFWLYHQHVV ZKHQ GHFLGLQJ ZKHWKHU WR XQGHUWDNH VWUDWHJLF
FKDQJH�

,,,��� 35(',&7,1* 7+( ())(&7 2) (03/2<(( %(+$9,25$/ 5(63216(6
21 675$7(*,& &+$1*( ',0(16,216�

3V\FKRORJLFDO FRQWUDFW OLWHUDWXUH KLJKOLJKWV HLJKW HPSOR\HH EHKDYLRUDO UHVSRQVHV ZKHQ WKH
SV\FKRORJLFDO FRQWUDFW LV QHJDWLYHO\ DIIHFWHG� 7KRVH QHJDWLYH EHKDYLRU UHVSRQVHV DUH ORZ HP�
SOR\HH FLWL]HQVKLS EHKDYLRU� KLJK HPSOR\HH VLOHQFH� KLJK HPSOR\HH F\QLFLVP� KLJK UHVLVWDQFH
WR FKDQJH� KLJK HPSOR\HH LQWHQWLRQ WR TXLW� KLJK HPSOR\HH QHJOHFW RI LQ�UROH MRE GXWLHV� KLJK
HPSOR\HH WXUQRYHU� DQG KLJK HPSOR\HH DEVHQFH� (DFK RI WKHVH EHKDYLRUDO UHVSRQVHV DIIHFWV
HDFK GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH LQ GLIIHUHQW ZD\V� 7KH UHODWLRQVKLS EHWZHHQ HDFK
QHJDWLYH EHKDYLRU DQG HDFK GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH LV SUHVHQWHG LQ WKH IROORZLQJ
WDEOH�

��
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���+LJK�(PSOR\HH�1HJOHFW�,Q�5ROH�-RE�'XWLHV

(PSOR\HH�
%HKDYLRUDO��
5HVSRQVHV

���+LJK�(PSOR\HH�7XUQRYHU
���+LJK�(PSOR\HH�$EVHQFH

���+LJK�(PSOR\HH�,QWHQWLRQ�7R�4XLW
���+LJK�5HVLVWDQFH�WR�&KDQJH
���+LJK�(PSOR\HH�&\QLFLVP
���+LJK�(PSOR\HH�6LOHQFH
���/RZ�(PSOR\HH�&LWL]HQVKLS�%HKDYLRU�

7LPH&RVW6FRSH
'LPHQVLRQ�RI�2UJDQL]DWLRQ�&KDQJH

���+LJK�(PSOR\HH�1HJOHFW�,Q�5ROH�-RE�'XWLHV

(PSOR\HH�
%HKDYLRUDO��
5HVSRQVHV

���+LJK�(PSOR\HH�7XUQRYHU
���+LJK�(PSOR\HH�$EVHQFH

���+LJK�(PSOR\HH�,QWHQWLRQ�7R�4XLW
���+LJK�5HVLVWDQFH�WR�&KDQJH
���+LJK�(PSOR\HH�&\QLFLVP
���+LJK�(PSOR\HH�6LOHQFH
���/RZ�(PSOR\HH�&LWL]HQVKLS�%HKDYLRU�

7LPH&RVW6FRSH
'LPHQVLRQ�RI�2UJDQL]DWLRQ�&KDQJH

�$ SRVLWLYH ��� VLJQ PHDQV SRVLWLYH UHODWLRQVKLS� ZKLOH D QHJDWLYH VLJQ ��� PHDQV QHJDWLYH UHODWLRQVKLS�
$V H[SODLQHG LQ WKH WKHRUHWLFDO UHYLHZ RI RUJDQL]DWLRQDO FKDQJH OLWHUDWXUH� WKH KXPDQ UH�

VRXUFHV RI DQ RUJDQL]DWLRQ DUH FRQVLGHUHG WR EH D NH\ FRPSRQHQW LQ DQ\ SURFHVV RI RUJDQL�
]DWLRQDO FKDQJH� %DVHG RQ WKLV DVVXPSWLRQ� DFWLRQV RU EHKDYLRUV XQGHUWDNHQ E\ DQ HPSOR\HH
ZLOO GLUHFWO\ DIIHFW DQ\ RUJDQL]DWLRQDO RXWFRPH� )RU LQVWDQFH� LI WKH HPSOR\HHV RI DQ RUJDQL]D�
WLRQ VKRZ D ORZ OHYHO RI H[WUD UROH DQG SURVRFLDO EHKDYLRU� VXFK DV RUJDQL]DWLRQDO FLWL]HQVKLS
EHKDYLRU� WKHQ DQ\ RUJDQL]DWLRQDO FKDQJH ZLOO EH PRUH FRVWO\ DQG ZLOO WDNH PRUH WLPH EHFDXVH
PRVW RI WKH RUJDQL]DWLRQDO FKDQJHV LQYROYH H[WUD ZRUN DQG WLPH� $GGLWLRQDOO\� LI HPSOR\HUV
VHH WKDW WKHLU HPSOR\HHV DUH QRW ZLOOLQJ WR VSHQG WLPH HQJDJLQJ LQ H[WUD UROH EHKDYLRU� WKHQ LW
LV KLJKO\ OLNHO\ WKDW HPSOR\HUV PD\ GHFLGH WR GHFUHDVH WKH VFRSH RI FKDQJH� ,Q FRQWUDVW� ZKHQ
WKH RUJDQL]DWLRQ XQGHUWDNHV FKDQJH ZLWK HPSOR\HHV ZKR SRVVHVV KLJK OHYHOV RI RUJDQL]DWLRQDO
FLWL]HQVKLS EHKDYLRUV� LW LV OLNHO\ WKDW WKH RUJDQL]DWLRQ ZLOO QRW QHHG WR VSHQG DGGLWLRQDO UH�
VRXUFHV DQG WLPH WR FRQYLQFH DQG LQYROYH HPSOR\HHV LQ LWV VWUDWHJ\ RI FKDQJH� ,Q DGGLWLRQ�
WKH RUJDQL]DWLRQ ZLOO QRW QHHG WR GHFUHDVH WKH VFRSH RI FKDQJH EHFDXVH WKH HPSOR\HHV ZLOO EH
PRWLYDWHG WR FDUU\ RXW DQ\ DGGLWLRQDO DQG H[WUD�UROH EHKDYLRU WKDW LV QRUPDOO\ XQUHZDUGHG�

)URP WKH SUHFHGLQJ WDEOH� WZR JHQHUDO WKHRUHWLFDO SURSRVLWLRQV HPHUJH�
3URSRVLWLRQ �� $OO RI WKH HPSOR\HH EHKDYLRUDO UHVSRQVHV WKDW DUH FDXVHG E\ SV\FKRORJLFDO
FRQWUDFW YLRODWLRQ DQG EUHDFK ZLOO SRVLWLYHO\ DIIHFW WKH FRVW DQG WLPH RI RUJDQL]DWLRQDO FKDQJH�
ZLWK WKH H[FHSWLRQ RI RUJDQL]DWLRQDO FLWL]HQVKLS EHKDYLRU�
3URSRVLWLRQ �� 7KH VFRSH RI RUJDQL]DWLRQDO FKDQJH LV QHJDWLYHO\ DIIHFWHG E\ DOO HPSOR\HH

��
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EHKDYLRUDO UHVSRQVHV� ZLWK WKH H[FHSWLRQ RI RUJDQL]DWLRQDO FLWL]HQVKLS EHKDYLRU�
/RRNLQJ DW UHVLVWDQFH WR FKDQJH DV DQ LQGLYLGXDO UHVSRQVH WR RUJDQL]DWLRQDO FKDQJH� %XUNH

������ VXJJHVWV WKDW UHVLVWDQFH WR FKDQJH FRPHV IURP RQH¶V H[SHULHQFLQJ D ODFN RI FKRLFH�
WKDW LV� WKH LPSRVLWLRQ RI FKDQJH� RU IRUFHG PRYHPHQW WR VRPH QHZ VWDWH RI EHLQJ DQG DFWLQJ�
5HVLVWDQFH VKRXOG EH DQDO\]HG WR GHWHUPLQH ZKHWKHU WKH UHVLVWDQFH LV EOLQG� SROLWLFDO� RU LGHR�
ORJLFDO� $FFRUGLQJ WR %XUNH ������� UHVLVWDQFH GRPLQDWHV WKH RUJDQL]DWLRQDO FKDQJH SURFHVV
DQG WKHUH DUH ¿YH H[DPSOHV RI UHVLVWDQFH WR ODUJH�VFDOH FKDQJH�
� 5HYROXWLRQ EHFRPHV� DW EHVW� HYROXWLRQ� :KHQ D WUDQVIRUPDWLRQDO FKDQJH RFFXUV� RQO\

VRPH RUJDQL]DWLRQDO FRPSRQHQWV DUH FKDQJHG� 7KH ROG FXOWXUH LV WRR SRZHUIXO�
� ,QVXI¿FLHQW VHQVH RI XUJHQF\� 3HRSOH DUH QRW PRWLYDWHG WR DFFHSW RUJDQL]DWLRQDO FKDQJHV�
� ³7KLV WRR VKDOO SDVV´� $ IXQFWLRQ RI KLVWRU\� SHRSOH EHOLHYH WKDW ³WKH PRUH WKLQJV FKDQ�

JH� WKH PRUH WKH\ VWD\ WKH VDPH´�
� 'LYHUVLRQDU\ WDFWLFV� 2UJDQL]DWLRQDO PHPEHUV PD\ H[SHULHQFH D VWURQJ GHVLUH WR VDER�

WDJH WKH HIIRUW LQ RQH ZD\ RU DQRWKHU�
� /DFN RI IHOORZVKLS� )ROORZHUV DQG SRWHQWLDO IROORZHUV FROOXGH RU HYHQ FRQVSLUH ZLWK

RQH DQRWKHU WR ¿QG IDXOW ZLWK WKH OHDGHU�
2QH IXQGDPHQWDO ZD\ RI UHVROYLQJ SHUFHLYHG LQHTXLWLHV LQ WKH H[FKDQJH UHODWLRQVKLS ZLWK

RQH¶V HPSOR\LQJ RUJDQL]DWLRQ LV WR ZLWKGUDZ IURP WKDW UHODWLRQVKLS �5RELQVRQ HW DO�� ������
5HVHDUFKHUV KDYH WHQGHG WR VWURQJO\ VXSSRUW WKH K\SRWKHVLV WKDW SV\FKRORJLFDO FRQWUDFW EUHDFKHV
DUH DVVRFLDWHG ZLWK WKRXJKWV RI TXLWWLQJ �L�H� WXUQRYHU LQWHQWLRQV�� 5RXVVHDX ������ DUJXHG
WKDW WXUQRYHU LQWHQWLRQV ZLOO EH D PRUH FRPPRQ UHVSRQVH WR SV\FKRORJLFDO FRQWUDFW EUHDFKHV
WKDW LQYROYH WUDQVDFWLRQDO REOLJDWLRQV UDWKHU WKDQ UHODWLRQDO REOLJDWLRQV� )XUWKHUPRUH� EHFDXVH
WUDQVDFWLRQDO H[FKDQJH DJUHHPHQWV GR QRW LQYROYH LQYHVWPHQWV RI LGHQWLW\ DQG LQYROYHPHQW�
WKH FRVWV RI HPSOR\HH WXUQRYHU DUH ORZHU �5RXVVHDX� ����� �����
3URSRVLWLRQ �� ,Q D FRQWH[W LQ ZKLFK D KLJK SURSRUWLRQ RI WKH HPSOR\PHQW UHODWLRQVKLSV
EHWZHHQ HPSOR\HH DQG HPSOR\HU DUH PDLQO\ WUDQVDFWLRQDO� DQ\ VWUDWHJLF FKDQJH ZLOO EH PRUH
FRVWO\ ZKHQ PRVW RI WKH HPSOR\HHV LQWHQG WR TXLW WKH RUJDQL]DWLRQ�

,9� 7+(25(7,&$/ &2175,%87,216 $1' &21&/86,21�
7KLV SDSHU KDV VHYHUDO WKHRUHWLFDO DQG SUDFWLFDO FRQWULEXWLRQV� )LUVW� WKH LVVXHV RI SV\FKR�
ORJLFDO FRQWUDFW VWDWHV �EUHDFK� YLRODWLRQ� UHLQIRUFHPHQW� DQG WKHLU UHODWLRQVKLSV ZLWK RUJDQL�
]DWLRQDO FKDQJH KDYH EHHQ ODUJHO\ LJQRUHG LQ WKH OLWHUDWXUH� )RU LQVWDQFH� WKH OHQJWK RI WLPH

��
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QHFHVVDU\ WR LPSOHPHQW VWUDWHJLF FKDQJHV PD\ EH VWURQJO\ DIIHFWHG E\ YLRODWLRQV DQG EUHDFKHV
RI DQ HPSOR\HH¶V SV\FKRORJLFDO FRQWUDFW� $V WKLV SDSHU KDV VXJJHVWV� WKH SV\FKRORJLFDO FRQ�
WUDFW QRW RQO\ DIIHFWV WKH WLPH RI RUJDQL]DWLRQDO FKDQJH� EXW LW DOVR LPSDFWV LWV FRVW DQG VFRSH
DV ZHOO� 3V\FKRORJLFDO FRQWUDFW OLWHUDWXUH KDV H[DPLQHG IDFWRUV WKDW LQWHUYHQH LQ SV\FKRORJLFDO
FRQWUDFW YLRODWLRQ� SV\FKRORJLFDO FRQWUDFW EUHDFK� WKH QDWXUH RI WKH SV\FKRORJLFDO FRQWUDFW �UH�
ODWLRQDO DQG WUDQVDFWLRQDO�� DQG LWV LPSOLFDWLRQV IRU WKH RUJDQL]DWLRQ DQG LWV HPSOR\HHV� 8QWLO
QRZ� RUJDQL]DWLRQDO WKHRULVWV KDYH QRW UHFRJQL]HG WKH UROH SOD\HG E\ WKH SV\FKRORJLFDO FRQ�
WUDFW LQ WKH VWUDWHJLF FKDQJH SURFHVV� SDUWLFXODUO\ ZKHQ UHODWHG WR KRZ GLIIHUHQW GLPHQVLRQV
RI RUJDQL]DWLRQ FKDQJH �WLPH� VFRSH� FRVW� DUH DIIHFWHG E\ SV\FKRORJLFDO FRQWUDFW YLRODWLRQ�
EUHDFK� DQG UHLQIRUFHPHQW� 7KHUHIRUH� WKLV SDSHU KDV WULHG WR JLYH D FOHDU H[SODQDWLRQ RI WKLV
LVVXH WKURXJK D WKHRUHWLFDO IUDPHZRUN ZKLFK HPSKDVL]HV WKH WZR�GLUHFWLRQDO FDXVDO UHODWLRQ�
VKLS EHWZHHQ WKH GLPHQVLRQ RI RUJDQL]DWLRQDO FKDQJH DQG SV\FKRORJLFDO FRQWUDFW HIIHFWV�

,Q DGGLWLRQ� PDQ\ RI WKH HPSOR\HH¶V EHKDYLRUDO DQG DWWLWXGLQDO UHVSRQVHV WR SV\FKRORJLFDO
EUHDFK DQG YLRODWLRQ KDYH QRW EHHQ VWXGLHG LQ UHODWLRQ WR RUJDQL]DWLRQDO FKDQJH GLPHQVLRQV�
)RU LQVWDQFH� RUJDQL]DWLRQDO FLWL]HQVKLS EHKDYLRU OLWHUDWXUH KDV QRW EHHQ FRQVLGHUHG LQ WKH FRQ�
WH[W RI RUJDQL]DWLRQDO FKDQJH� )LQDOO\� ZLWKLQ SV\FKRORJLFDO FRQWUDFW OLWHUDWXUH� WKH ODUJH JURXS
RI QHJDWLYH RXWFRPHV DVVRFLDWHG ZLWK WKH SV\FKRORJLFDO FRQWUDFW HIIHFW KDYH QRW EHHQ FRQVLG�
HUHG� 7KH WKHRUHWLFDO IUDPHZRUN SURSRVHG LQ WKLV SDSHU EULQJV WRJHWKHU WKH IRXUWHHQ PDLQ
QHJDWLYH RXWFRPHV �VL[ DWWLWXGLQDO DQG HLJKW EHKDYLRUDO� WR EH DVVRFLDWHG ZLWK HDFK GLPHQVLRQ
RI RUJDQL]DWLRQDO FKDQJH� 7KHUHIRUH� EDVHG RQ WKHVH WKUHH PDLQ WKHRUHWLFDO FRQWULEXWLRQV� WKLV
SDSHU FRQVWLWXWHV D UHDO DGYDQFH LQ WKH WKHRUHWLFDO GHYHORSPHQW RI ERWK SV\FKRORJLFDO FRQWUDFW
DQG VWUDWHJLF FKDQJH OLWHUDWXUH� 7KH FKDOOHQJH QRZ LV WR YDOLGDWH WKHVH WKHRUHWLFDO K\SRWKHVHV
LQ WKH ¿HOG�

5()(5(1&(6�
$/70$1 � %�:� 	 3367� -�(� ����� %H\RQG WKH VRFLDO FRQWUDFW� $Q DQDO\VLV RI H[HFXWLYH¶V

YLHZ DW �� ODUJH FRPSDQLHV� ,Q 'RXJODV 7 +DOO �(G�� 7KH &DUHHU LV 'HDG� /RQJ OLYH WKH
FDUHHU� $ UHODWLRQDO DSSURDFK WR FDUHHU� S������ 6DQ )UDQFLVFR� -RVVH\�%DVV�

%$51(<� -� ����� 2UJDQL]DWLRQDO &XOWXUH� &DQ LW EH D VRXUFH RI VXVWDLQHG FRPSHWLWLYH DG�
YDQWDJH" $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� �� ������

%(&.+$5' 5� 	 +$55,6� 5�7� ����� 2UJDQL]DWLRQDO 7UDQVLWLRQV� 0DQDJLQJ &RPSOH[
&KDQJH� �QG (GLWLRQV� 5HDGLQJ� 0$� $GGLVRQ�:HVOH\�

%,*/(<� *�$� 	 3($5&(� -� ����� 6WUDLQLQJ IRU VKDUHG PHDQLQJ LQ RUJDQL]DWLRQDO VFL�
HQFH� SUREOHPV RI WUXVW DQG GLVWUXVW� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� 9RO� ��� ����
����

%81'(5621� 6�-� ����� +RZ :RUN ,GHRORJLHV 6KDSH WKH 3V\FKRORJLFDO &RQWUDFWV RI 3UR�
IHVVLRQDO (PSOR\HHV� 'RFWRUV¶ 5HVSRQVHV WR 3HUFHLYHG %UHDFK� -RXUQDO RI 2UJDQL]D�

��
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WLRQDO %HKDYLRU� 9RO���� ��������
%85.(� :�:� ����� 2UJDQL]DWLRQ &KDQJH� 7KHRU\ DQG 3UDFWLFH� /RQGRQ� 6$*( 3XEOLFD�

WLRQV�
)5,('/$1'(5� )� 	 %52:1� /�'� ����� 2UJDQL]DWLRQ 'HYHORSPHQW� $QQXDO 5HYLHZ RI

3V\FKRORJ\� ��� ��������
*(56,&.� &�-�*� ����� 5HYROXWLRQDU\ &KDQJH 7KHRULHV� $ 0XOWLOHYHO ([SORUDWLRQ RI 3XQF�

WXDWHG (TXLOLEULXP 3DUDGLJP� $FDGHP\ RI0DQDJHPHQW 5HYLHZ� 9RO��� ��� ������
*28*+� -�:� ����� 7KH 6RFLDO &RQWUDFW� 2[IRUG� (QJODQG� 2[IRUG 8QLYHUVLW\ ([SUHVV�

*ULQ\HU� 3� 	 0F.LHUQDQ� 3� ����� *HQHUDWLQJ PDMRU FKDQJHV LQ VWDJQDWLQJ FRPSDQLHV�
6WUDWHJLF 0DQDJHPHQW -RXUQDO� 9RO���� ��������

*8==2� 5�$� 	 1221$1� .�$ ����� +XPDQ 5HVRXUFH 3UDFWLFHV DV &RPPXQLFDWLRQV DQG
3V\FKRORJLFDO &RQWUDFW� +XPDQ 5HVRXUFH 0DQDJHPHQW� ������ ��������

-2+1621� *� ����� 6WUDWHJLF &KDQJH DQG 0DQDJHPHQW 3URFHVV� 0HZ <RUN� %DVLO %ODFK�
ZHOO�

.,/%2851(� /�0�� 2¶/($5<�.(//<� $�0� 	 :,//,$06� 6�'� ����� (PSOR\HH 3HU�
FHSWLRQV RU )DLUQHVV ZKHQ +XPDQ 5HVRXUFH 6\VWHPV &KDQJH� 7KH FDVH RI (PSOR\HH
/D\RIIV� 5HVHDUFK LQ 2UJDQL]DWLRQDO &KDQJH DQG 'HYHORSPHQW� �� �����

.,66/(5U� *�'� ����� 7KH 1HZ (PSOR\PHQW &RQWUDFW� +XPDQ 5HVRXUFH 0DQDJHPHQW�
������ ��������

/(:,1� .� ����� *URXS GHFLVLRQ DQG VRFLDO FKDQJH� ,Q 7�0� 0HZFRPE� (�/�+DUWOH\� 	 2WK�
HUV� 5HDGLQJV LQ 6RFLDO 3V\FKRORJ\� SS��������� 1HZ <RUN� +HQU\ +ROW�

/,(%(50$1� 0�%�� 	 0217*20(5<� '�%� ����� )LUVW�0RYHU DGYDQWDJHV� 6WUDWHJLF
0DQDJHPHQW -RXUQDO� �� �����

/8&(52�0�$� 	$//(1� 5�(� ����� (PSOR\HHV EHQH¿WV� $ JURZLQJ 6RXUFH RI 3V\FKRORJ�
LFDO &RQWUDFW 9LRODWLRQV� +XPDQ 5HVRXUFH 0DQDJHPHQW� ������ ��������

0$&1(,/� ,�5� ����� 5HODWLRQDO &RQWUDFW� :KDW ZH GR DQG GR QRW NQRZ� :LVFRQVLQ /DZ
5HYLHZ� ��������

0$57,1� -� ����� &XOWXUH LQ 2UJDQL]DWLRQV� 7KUHH SHUVSHFWLYHV� 2[IRUG 8QLYHUVLW\ 3UHVV
0,17=%(5*� +� ����� 0LQW]EHUJ RQ PDQDJHPHQW� ,QVLGH RXU VWUDQJH ZRUOG RU RUJDQL]D�

WLRQV� 1HZ <RUN� )UHVV 3UHVV�

��
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025*$1� *� ����� ,PDJHV RI 2UJDQL]DWLRQV� �QG (G� 7KRXVDQG 2DNV� &$� 6$*(�
0255,621� '�(� ����� 3V\FKRORJLFDO &RQWUDFW DQG &KDQJH� +XPDQ 5HVRXUFH 0DQDJH�

PHQW� ������ ��������
0255,621� (�:� 	 0LOOLNHQ� )�-� ����� 2UJDQL]DWLRQDO 6LOHQFH� $ %DUULHU WR &KDQJH DQG

'HYHORSPHQW LQ D 3OXUDOLVWLF :RUOG� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� �� ���� ����
����

0255,621� (�:� 	 5RELQVRQ� 6�/� ����� :KHQ (PSOR\HHV IHHO EHWUD\HG� $ PRGHO RI
+RZ 3V\FKRORJLFDO &RQWUDFW 9LRODWLRQ GHYHORSV� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� ��
���� ��������

025,6+,0$� 0� ����� 5HQHJRWLDWLQJ 3V\FKRORJLFDO &RQWUDFWV� -DSDQHVH 6W\OH� 7UHQGV LQ
2UJDQL]DWLRQDO %HKDYLRU� 9RO��� (GLWHG E\ &�/� &RRSHU 	 '�0� 5RXVVHDX� -RKQ :LOH\
	 6RQV /WG�

3$5.� -�0� 	 6FKPHGHPDQQ� '�$� ����� :KHQ 3URPLVH %HFRPH &RQWUDFW� ,PSOLHG &RQ�
WUDFW DQG +DQGERRN 3URYLVLRQV RQ -RE 6HFXULW\� +XPDQ 5HVRXUFH 0DQDJHPHQW� �� ����
��������

3$7(� -�� 0$57,1� *�� 	 6WDLQHV� +� ����� ([SORULQJ WKH UHODWLRQVKLS EHWZHHQ SV\FKR�
ORJLFDO FRQWUDFW DQG RUJDQL]DWLRQDO FKDQJH� D SURFHVV PRGHO DQG FDVH VWXG\ HYLGHQFH�
6WUDWHJLF &KDQJH� 9RO� ����������

3,'(5,7� 6�.� ����� 5HWKLQNLQJ 5HVLVWDQFH DQG 5HFRJQL]LQJ $PELYDOHQFH� $ PXOWLGLPHQ�
VLRQDO YLHZ RI DWWLWXGHV WRZDUG DQG RUJDQL]DWLRQDO FKDQJH� $FDGHP\ RI 0DQDJHPHQW
5HYLHZ� �� ���� ��������

3)())(5� -� ����� 3RZHU LQ 2UJDQL]DWLRQ� 0DUVK¿HOG� 0DVVDFKXVHWWV� 3LWPDQ 3XEOLFD�
WLRQV�

3)())(5� -� 	 6DODQFLN� *�5� ����� 7KH H[WHUQDO &RQWURO RI 2UJDQL]DWLRQV� $ 5HVRXUFHV
'HSHQGHQFH 3HUVSHFWLYH� 1HZ <RUN� +DUSHU 	 5RZ�

3255$6� -�/� ����� 6WUHDP $QDO\VLV� $ SRZHUIXO ZD\ WR GLDJQRVH DQG PDQDJH RUJDQL]DWLRQ
FKDQJH� 5HDGLQJ� 0$� $GGLVRQ�:HVOH\�

3255$6� -�/� 	 6,/9(56� 5�&� ����� 2UJDQL]DWLRQ 'HYHORSPHQW DQG 7UDQVIRUPDWLRQ� $Q�
QXDO 5HYLHZ RI 3V\FKRORJ\� 9RO� ���������

3255$6� -�/� 	 52%(5621� 3�-� ����� 2UJDQL]DFLRQDO 'HYHORSPHQW� 7KHRU\� SUDFWLFH
DQG 5HVHDUFK� ,Q 0�'� '811(77( 	 /�0� +28*+ �(GV��� +DQGERRN RI LQGXVWULDO
DQG RUJDQL]DWLRQDO SV\FKRORJ\� 92O� �� � QG HGLFWLRQ� SS��������� 3DOR $OWR� &$�

��
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&RQVXOWLQJ 3V\FKRORJ\ 3UHVV�
5$-$*23$/$1� 1� 	 635(,7=(5� *� ����� 7RZDUG D 7KHRU\ RI 6WUDWHJLF &KDQJH� $

0XOWL�OHQGV 3HUVSHFWLYH DQG ,QWHJUDWLYH )UDPHZRUN� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ�
�� ���� ������

52%,1621� 6�/� ����� 7UXVW DQG %UHDFK RI 3V\FKRORJLFDO &RQWUDFW� $GPLQLVWUDWLYH 6FLHQFH
4XDUWHUO\� 9RO� ��� ��������

52%,1621� 6�/� 	 0255,621� (� :� ����� 3V\FKRORJLFDO &RQWUDFW DQG 2&%� 7KH (IIHFW
RI 8QIXO¿OOHG 2EOLJDWLRQV RQ &LYLF 9LUWXH %HKDYLRU� -RXUQDO RI 2UJDQL]DWLRQDO %HKDYLRU�
����������

52%,1621� 6�/� 	 52866($8� '�0� ����� 9LRODWLQJ WKH 3V\FKRORJLFDO &RQWUDFW� 1RW WKH
([FHSWLRQ EXW WKH 1RUP� -RXUQDO RI 2UJDQL]DWLRQDO %HKDYLRU� 9RO� ��� �������

52%,1621� 6�/�� .5$$7=� 0�6�	 52866($8� '�0� ����� &KDQJLQJ 2EOLJDWLRQV DQG
3V\FKRORJLFDO &RQWUDFW� $ ORQJLWXGLQDO VWXG\� $FDGHPLF 0DQDJHPHQW -RXUQDO� ������
��������

52%,1621� 6�/� 	 52866($8� '�0� ����� 9LRODWLQJ WKH 3V\FKRORJLFDO &RQWUDFW� 1RW WKH
H[FHSWLRQ EXW WKH QRUP� -RXUQDO RI 2UJDQL]DWLRQDO %HKDYLRU� ��� ��������

52866($8� '� 0� ����� 3V\FKRORJLFDO &RQWUDFW LQ 2UJDQL]DWLRQV� 6$*( 3XEOLFDWLRQV� ,QF�
&DOLIRUQLD�

52866($8� '�0 	 *5(//(5� 0�0� ����� +XPDQ 5HVRXUFH 3UDFWLFH� $GPLQLVWUDWLYH
&RQWUDFW 0DNHUV� +XPDQ 5HVRXUFH 0DQDJHPHQW� ������ ��������

52866($8� '�0� 	 3$5.6� -������ 7KH FRQWUDFWV RI LQGLYLGXDO DQG RUJDQL]DWLRQV� 5H�
VHDUFK LQ 2UJDQL]DWLRQDO %HKDYLRU� 9����S�����

52866($8� '�0� 	 :$'(�%(1=21,� .�$� �����/LQNLQJ 6WUDWHJ\ DQG +XPDQ 5HVRXUFH
3UDFWLFH� +RZ HPSOR\HH DQG &XVWRPHU &RQWUDFW DUH FUHDWHG� +XPDQ 5HVRXUFH 0DQDJH�
PHQW� ������ ��������

6&+(,1� (�+� ����� 3URFHVV &RQVXOWDWLRQ� ,WV UROH LQ 2UJDQL]DWLRQ 'HYHORSPHQW� 9RO� ��
�QG (GLWLRQ� 5HDGLQJ� 0$� $GGLVRQ�:HVOH\�

6+25(� /�0� 	 7(75,&.� /�(� ����� 7KH 3V\FKRORJLFDO &RQWUDFW DV DQ ([SODQDWRU\
)UDPHZRUN LQ WKH (PSOR\PHQW 5HODWLRQVKLS� 7UHQGV LQ 2UJDQL]DWLRQDO %HKDYLRU� 9RO���
(GLWHG E\ &�/� &RRSHU 	 '�0� 5RXVVHDX� -RKQ :LOH\ 	 6RQV /WG�

6,06� 5�5 ����� +XPDQ 5HVRXUFH 0DQDJHPHQW¶V 5ROH LQ &ODULI\LQJ WKH 1HZ 3V\FKRORJLFDO

��
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&RQWUDFW� +XPDQ 5HVRXUFH 0DQDJHPHQW� ������ ��������
63,1'/(5� *�6� ����� 3V\FKRORJLFDO &RQWUDFW LQ WKH :RUNSODFH� $ /DZ\HU¶V YLHZ� +XPDQ

5HVRXUFH 0DQDJHPHQW� ������ ��������
7851/(<� :�+� 	 )HOGPDQ� '�&� ����� 5H�H[DPLQLQJ WKH HIIHFWV RI 3V\FKRORJLFDO &RQ�

WUDFW 9LRODWLRQV� 8QPHW H[SHFWDWLRQV DQG -RE 'LVVDWLVIDFWLRQ DV D PHGLDWRUV� -RXUQDO RI
2UJDQL]DWLRQDO %HKDYLRU� ��� �����

9$1 GH 9(1� $�+� ����� 2UJDQL]DWLRQDO FKDQJH� (QF\FORSHGLF 'LFWLRQDU\ RI 2UJDQL]D�
WLRQDO %HKDYLRU� (GLW E\ 1LJHO 1LFKROVRQ� &DPEULGJH� 0$� %ODFNZHOO 3XEOLVKHUV� ����
����

9$1 GH 9(1� $� 	 322/(� 6�0� ����� ([SODLQLQJ 'HYHORSPHQW DQG &KDQJH LQ 2UJDQL]D�
WLRQV� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� �� ���� ��������

:$/6+� -�3� ����� 0DQDJHULDO DQG RUJDQL]DWLRQDO FRJQLWLRQ� 1RWHV IURP D WULS GRZQ PHP�
RU\ ODQH� 2UJDQL]DWLRQ 6FLHQFH� 9RO����������

:(,&.� .�(� 	 48,11� 5�(� ����� 2UJDQL]DWLRQDO &KDQJH DQG 'HYHORSPHQW� $QQXDO
5HYLHZ RI 3V\FKRORJ\� 9RO� ����������

:+,7(1(5� (�0�� %52'7� 6� (� .256*$$5'� 0�$� 	 :(51(5� -�0� ����� 0DQ�
DJHUV DV LQLWLDWRUV RI WUXVW� $Q H[FKDQJH UHODWLRQVKLS IUDPHZRUN IRU XQGHUVWDQGLQJ PDQ�
DJHULDO WUXVWZRUWK\ EHKDYLRU� $FDGHP\ RI 0DQDJHPHQW 5HYLHZ� 9RO� �� ���� ����
����

:25/(<� &�*�� +,7&+,1� '�(� � 	 5RVV� :�/������ ,QWHJUDWHG 6WUDWHJLF &KDQJH� $GGLVRQ�
:HVOH\ 3XEOLVKLQJ &RPSDQ\ ,QF� 0DVVDFKXVHWWV�

��


