
 AUWLcOeV

 TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV:
 EOLWeV, IQWeUeVW GURXSV, aQd AYeUaJe
 CLWL]eQV
 MaUWLQ GLOeQV aQd BeQMaPLQ I. PaJe

 EacK RI IRXU WKeRUeWLcaO WUadLWLRQV LQ WKe VWXd\ RI APeULcaQ SROLWLcV - ZKLcK caQ be cKaUacWeUL]ed aV WKeRULeV RI MaMRULWaULaQ
 EOecWRUaO DePRcUac\, EcRQRPLc-EOLWe DRPLQaWLRQ, aQd WZR W\SeV RI LQWeUeVW-JURXS SOXUaOLVP, MaMRULWaULaQ POXUaOLVP aQd BLaVed
 POXUaOLVP - RIIeUV dLIIeUeQW SUedLcWLRQV abRXW ZKLcK VeWV RI acWRUV KaYe KRZ PXcK LQIOXeQce RYeU SXbOLc SROLc\: aYeUaJe cLWL]eQV;
 ecRQRPLc eOLWeV; aQd RUJaQL]ed LQWeUeVW JURXSV, PaVV-baVed RU bXVLQeVV-RULeQWed.
 A JUeaW deaO RI ePSLULcaO UeVeaUcK VSeaNV WR WKe SROLc\ LQIOXeQce RI RQe RU aQRWKeU VeW RI acWRUV, bXW XQWLO UeceQd\ LW KaV QRW beeQ
 SRVVLbOe WR WeVW WKeVe cRQWUaVWLQJ WKeRUeWLcaO SUedLcWLRQV aJaLQVW eacK RWKeU ZLWKLQ a VLQJOe VWaWLVWLcaO PRdeO. We UeSRUW RQ aQ eIIRUW
 WR dR VR, XVLQJ a XQLTXe daWa VeW WKaW LQcOXdeV PeaVXUeV RI WKe Ne\ YaULabOeV IRU 1,779 SROLc\ LVVXeV.
 MXOWLYaULaWe aQaO\VLV LQdLcaWeV WKaW ecRQRPLc eOLWeV aQd RUJaQL]ed JURXSV UeSUeVeQWLQJ bXVLQeVV LQWeUeVWV KaYe VXbVWaQWLaO
 LQdeSeQdeQW LPSacWV RQ U.S. JRYeUQPeQW SROLc\, ZKLOe aYeUaJe cLWL]eQV aQd PaVV-baVed LQWeUeVW JURXSV KaYe OLWde RU QR
 LQdeSeQdeQW LQIOXeQce. TKe UeVXOWV SURYLde VXbVWaQWLaO VXSSRUW IRU WKeRULeV RI EcRQRPLc-EOLWe DRPLQaWLRQ aQd IRU WKeRULeV RI
 BLaVed POXUaOLVP, bXW QRW IRU WKeRULeV RI MaMRULWaULaQ EOecWRUaO DePRcUac\ RU MaMRULWaULaQ POXUaOLVP.

 WKR VRYeUeLJQ, WKe JRYeUQV? bURad bRd\ RU WKR OaUJeO\ RI UeaOO\ U.S. SRZeUOeVV? cLWL]eQV UXOeV? TR TKeVe VRYeUeLJQ, ZKaW TXeVWLRQV e[WeQW VePL- LV
 WKe bURad bRd\ RI U.S. cLWL]eQV VRYeUeLJQ, VePL-
 VRYeUeLJQ, RU OaUJeO\ SRZeUOeVV? TKeVe TXeVWLRQV

 KaYe aQLPaWed PXcK LPSRUWaQW ZRUN LQ WKe VWXd\ RI
 APeULcaQ SROLWLcV.

 WKLOe WKLV bRd\ RI UeVeaUcK LV ULcK aQd YaULeJaWed, LW caQ
 ORRVeO\ be dLYLded LQWR IRXU IaPLOLeV RI WKeRULeV: MaMRULWaULaQ

 A SeUPaQeQW OLQN WR VXSSOePeQWaU\ PaWeULaOV SURYLded b\
 WKe aXWKRUV SUecedeV WKe ReIeUeQceV VecWLRQ.

 MaUWLQ GLOeQV LV PURIeVVRU RI PROLWLcV aW PULQceWRQ UQLYeUVLW\
 (PJLOeQV@SULQceWRQ.edX). HLV UeVeaUcK e[aPLQeV UeSUeVeQWa-
 WLRQ, SXbOLc RSLQLRQ , aQd PaVV PedLa, eVSecLaOO\ LQ UeOaWLRQ
 WR LQeTXaOLW\ aQd SXbOLc SROLc\. PURIeVVRU GLOeQV LV WKe aXWKRU
 RI AIIOXeQce & IQIOXeQce: EcRQRPLc IQeTXaOLW\ aQd
 PROLWLcaO PRZeU LQ APeULca (2012, PULQceWRQ UQLYeUVLW\
 PUeVV). BeQMaPLQ I. PaJe LV GRUdRQ S. FXOcKeU PURIeVVRU RI
 DecLVLRQ MaNLQJ aW NRUWKZeVWeUQ UQLYeUVLW\ (b-SaJe@-
 QRUWKZeVWeUQ.edX). HLV UeVeaUcK LQWeUeVWV LQcOXde SXbOLc
 RSLQLRQ, SROLc\ PaNLQJ, WKe PaVV PedLa, aQd U.S. IRUeLJQ

 SROLc\. He LV cXUUeQWO\ eQJaJed LQ a OaUJe cROOabRUaWLYe SURMecW
 WR VWXd\ EcRQRPLcaOO\ SXcceVVIXO APeULcaQV aQd WKe CRPPRQ
 GRRd. FRU KeOSIXO cRPPeQWV WKe aXWKRUV aUe LQdebWed WR LaUU\

 BaUWeOV aQd JeII IVaac, WR WKe aQRQ\PRXV UeYLeZeUV IURP

 PeUVSecWLYeV RQ PROLWLcV, aQd WR VePLQaU SaUWLcLSaQWV aW
 HaUYaUd UQLYeUVLW\ aQd WKe UQLYeUVLW\ RI RRcKeVWeU.

 564 PeUVSecWLYeV RQ PROLWLcV

 EOecWRUaO DePRcUac\ , EcRQRPLc-EOLWe DRPLQaWLRQ , aQd WZR
 W\SeV RI LQWeUeVW-JURXS SOXUaOLVP - MaMRULWaULaQ POXUaOLVP ,

 LQ ZKLcK WKe LQWeUeVWV RI aOO cLWL]eQV aUe PRUe RU OeVV eTXaOO\

 UeSUeVeQWed, aQd BLaVed POXUaOLVP , LQ ZKLcK cRUSRUaWLRQV,

 bXVLQeVV aVVRcLaWLRQV, aQd SURIeVVLRQaO JURXSV SUedRPLQaWe.
 EacK RI WKeVe SeUVSecWLYeV PaNeV dLIIeUeQW SUedLcWLRQV abRXW

 WKe LQdeSeQdeQW LQIOXeQce XSRQ U.S. SROLc\ PaNLQJ RI IRXU
 VeWV RI acWRUV: WK W AYeUaJe CLWL]eQ RU "PedLaQ YRWeU," EcRQRPLc

 EOLWeV, aQd MaVV-baVed RU BXVLQeVV-RULeQWed IQWeUeVW GURXSV RU
 LQdXVWULeV.

 EacK RI WKeVe WKeRUeWLcaO WUadLWLRQV KaV JLYeQ ULVe WR
 a OaUJe bRd\ RI OLWeUaWXUe. EacK LV VXSSRUWed b\ a JUeaW
 deaO RI ePSLULcaO eYLdeQce - VRPe RI LW TXaQWLWaWLYe,
 VRPe KLVWRULcaO, VRPe RbVeUYaWLRQaO - cRQceUQLQJ WKe
 LPSRUWaQce RI YaULRXV VeWV RI acWRUV (RU, aOO WRR RIWeQ,
 a VLQJOe VeW RI acWRUV) LQ U.S. SROLc\ PaNLQJ. TKLV
 OLWeUaWXUe KaV Pade LPSRUWaQW cRQWULbXWLRQV WR RXU
 XQdeUVWaQdLQJ RI KRZ APeULcaQ SROLWLcV ZRUNV aQd
 KaV KeOSed LOOXPLQaWe KRZ dePRcUaWLc RU XQdePRcUaWLc
 (LQ YaULRXV VeQVeV) RXU SROLc\ PaNLQJ SURceVV acWXaOO\ LV.
 UQWLO YeU\ UeceQWO\, KRZeYeU, LW KaV beeQ LPSRVVLbOe WR
 WeVW WKe dLIIeULQJ SUedLcWLRQV RI WKeVe WKeRULeV aJaLQVW
 eacK RWKeU ZLWKLQ a VLQJOe VWaWLVWLcaO PRdeO WKaW SeUPLWV
 RQe WR aQaO\]e WKe LQdeSeQdeQW eIIecWV RI eacK VeW RI
 acWRUV XSRQ SROLc\ RXWcRPeV.

 HeUe - LQ a WeQWaWLYe aQd SUeOLPLQaU\ Za\ - Ze RIIeU VXcK

 a WeVW, bULQJLQJ a XQLTXe daWa VeW WR beaU RQ WKe SURbOeP. OXU

 PeaVXUeV aUe IaU IURP SeUIecW, bXW Ze KRSe WKaW WKLV ILUVW VWeS
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 ZLOO KeOS LQVSLUe IXUWKeU UeVeaUcK LQWR ZKaW Ze Vee aV VRPe RI

 WKe PRVW IXQdaPeQWaO TXeVWLRQV abRXW APeULcaQ SROLWLcV.

 TKe ceQWUaO SRLQW WKaW ePeUJeV IURP RXU UeVeaUcK LV
 WKaW ecRQRPLc eOLWeV aQd RUJaQL]ed JURXSV UeSUeVeQWLQJ
 bXVLQeVV LQWeUeVWV KaYe VXbVWaQWLaO LQdeSeQdeQW LPSacWV
 RQ U.S. JRYeUQPeQW SROLc\, ZKLOe PaVV-baVed LQWeUeVW
 JURXSV aQd aYeUaJe cLWL]eQV KaYe OLWWOe RU QR LQdeSeQdeQW
 LQIOXeQce. OXU UeVXOWV SURYLde VXbVWaQWLaO VXSSRUW IRU
 WKeRULeV RI EcRQRPLc-EOLWe DRPLQaWLRQ aQd IRU WKeRULeV

 RI BLaVed POXUaOLVP, bXW QRW IRU WKeRULeV RI MaMRULWaULaQ
 EOecWRUaO DePRcUac\ RU MaMRULWaULaQ POXUaOLVP.

 IQ ZKaW IROORZV, Ze bULeIO\ UeYLeZ WKe IRXU WKeRUeWLcaO
 WUadLWLRQV WKaW IRUP WKe IUaPeZRUN IRU RXU aQaO\VeV aQd
 KLJKOLJKW VRPe RI WKe PRVW SURPLQeQW ePSLULcaO UeVeaUcK
 aVVRcLaWed ZLWK eacK. We WKeQ deVcULbe RXU daWa aQd

 PeaVXUeV aQd SUeVeQW RXU UeVXOWV. We cRQcOXde b\
 dLVcXVVLQJ WKe LPSOLcaWLRQV RI RXU ZRUN IRU XQdeUVWaQdLQJ
 APeULcaQ dePRcUac\ aQd b\ LdeQWLI\LQJ VRPe RI WKe
 dLUecWLRQV IRU IXWXUe UeVeaUcK WKaW RXU ILQdLQJV VXJJeVW.

 FRXU TKeRUeWLcaO TUadLWLRQV

 EacK RI WKe IRXU WKeRUeWLcaO WUadLWLRQV Ze aUe addUeVVLQJ
 KaV SURdXced a bRd\ RI OLWeUaWXUe PXcK WRR YaVW WR UeYLeZ
 LQ deWaLO KeUe. We caQ RQO\ aOOXde WR a IeZ ceQWUaO SLeceV
 RI ZRUN LQ eacK WUadLWLRQ. AQd Ze PXVW acNQRZOedJe WKaW
 a SaUWLcXOaU VcKROaU'V ZRUN dReV QRW aOZa\V IaOO QeaWO\ LQWR a

 VLQJOe caWeJRU\. SRPe VcKROaUV ZRUN acURVV - RU LQdeSeQ-
 deQWO\ RI - RXU WKeRUeWLcaO caWeJRULeV, ePbUacLQJ PXOWLSOe
 LQIOXeQceV aQd cRPSOe[ SURceVVeV RI SROLc\ PaNLQJ. HeUe
 Ze IRcXV RQ LdeaO W\SeV RI WKeRU\, IRU WKe SXUSRVe RI
 RXWOLQLQJ ceUWaLQ dLVWLQcWLYe SUedLcWLRQV WKaW WKRVe W\SeV RI
 WKeRU\ WeQd WR PaNe. GLYeQ WKe QaWXUe RI RXU daWa, Ze IRcXV
 RQ WKe VRcLeWaO VRXUceV RI LQIOXeQce WKaW WKeVe WKeRULeV SRVLW,
 UaWKeU WKaQ RQ WKe PecKaQLVPV RI LQIOXeQce WKaW WKe\ dLVcXVV.

 MaMRULWaULaQ EOecWRUaO DePRcUac\
 TKeRULeV RI PaMRULWaULaQ eOecWRUaO dePRcUac\, aV SRVLWLYe RU
 ePSLULcaO WKeRULeV, aWWULbXWe U.S. JSYeUQPeQW SROLcLeV
 cKLeIO\ WR WKe cROOecWLYe ZLOO RI aYeUaJe cLWL]eQV, ZKR aUe
 VeeQ aV ePSRZeUed b\ dePRcUaWLc eOecWLRQV. SXcK WKLQNLQJ
 JReV bacN aW OeaVW WR TRcTXeYLOOe, ZKR (dXULQJ WKe
 JacNVRQLaQ eUa) VaZ APeULcaQ PaMRULWLeV aV "RPQLSR-
 WeQW" - SaUWLcXOaUO\ aW WKe VWaWe OeYeO - aQd ZRUULed abRXW
 "W\UaQQ\ RI WKe PaMRULW\."1 IW LV eQcaSVXOaWed LQ AbUaKaP
 LLQcROQ'V UeIeUeQce WR JRYeUQPeQW "RI WKe SeRSOe, b\ WKe
 SeRSOe, IRU WKe SeRSOe," aQd ZaV OabeOed b\ RRbeUW DaKO
 "SRSXOLVWLc dePRcUac\."2

 AQ LPSRUWaQW PRdeUQ LQcaUQaWLRQ RI WKLV WUadLWLRQ LV
 IRXQd LQ UaWLRQaO cKRLce WKeRULeV RI eOecWRUaO dePRcUac\, LQ

 ZKLcK YRWe-VeeNLQJ SaUWLeV RU caQdLdaWeV LQ a WZR-SaUW\
 V\VWeP WeQd WR cRQYeUJe aW WKe PLd-SRLQW RI cLWL]eQV' SROLc\
 SUeIeUeQceV. II SUeIeUeQceV aUe MRLQWO\ VLQJOe-SeaNed VR WKaW
 WKe\ caQ be aUUa\ed aORQJ a VLQJOe dLPeQVLRQ, WKe "PedLaQ
 YRWeU WKeRUeP" - SRVLWed YeUbaOO\ b\ HaUROd HRWeOOLQJ,
 SURYed b\ DXQcaQ BOacN, aQd SRSXOaUL]ed b\ AQWKRQ\

 DRZQV LQ KLV EcRQRPLc TKeRU\ RI DePRcUac\ - VWaWeV WKaW
 WZR YRWe-VeeNLQJ SaUWLeV ZLOO bRWK WaNe WKe VaPe SRVLWLRQ, aW
 WKe ceQWeU RI WKe dLVWULbXWLRQ RI YRWeUV' PRVW-SUeIeUUed
 SRVLWLRQV. UQdeU WKe UeOeYaQW aVVXPSWLRQV, SXbOLc SROLc\
 WKaW ILWV WKe SUeIeUeQceV RI WKe PedLaQ YRWeU LV QRW RQO\ WKe

 ePSLULcaOO\-SUedLcWed eTXLOLbULXP UeVXOW RI WZR-SaUW\ eOec-
 WRUaO cRPSeWLWLRQ; aV WKe "CRQdRUceW ZLQQeU" LW aOVR KaV WKe
 QRUPaWLYe SURSeUW\ RI beLQJ WKe "PRVW dePRcUaWLc" SROLc\,
 LQ WKe VeQVe WKaW LW ZRXOd be SUeIeUUed WR aQ\ aOWeUQaWLYe
 SROLc\ LQ Kead-WR-Kead PaMRULW\-UXOe YRWLQJ b\ aOO cLWL]eQV.3

 SXbVeTXeQW "cKaRV" UeVXOWV b\ VRcLaO cKRLce WKeRULVWV,
 VWaUWLQJ ZLWK KeQQeWK AUURZ, KaYe LQdLcaWed WKaW WKe
 PedLaQ YRWeU SUedLcWLRQ IROORZV ORJLcaOO\ RQO\ IRU XQLdL-
 PeQVLRQaO SROLWLcV. II cLWL]eQV' SUeIeUeQce RUdeULQJV aUe
 QRW XQLdLPeQVLRQaO aQd aUe VXIILcLeQWO\ dLYeUVe, PaMRULW\
 UXOe - KeQce aOVR WZR-SaUW\ eOecWRUaO cRPSeWLWLRQ - PLJKW
 QRW Oead WR aQ\ eTXLOLbULXP RXWcRPe aW aOO.4 IW LV LPSRUWaQW
 WR QRWe, KRZeYeU, WKaW ZKaW PLJKW WKeRUeWLcaOO\ KaSSeQ ZLOO
 QRW QeceVVaULO\ eYeU KaSSeQ LQ SUacWLce. ReaO-ZRUOd RXW-
 cRPeV deSeQd XSRQ KRZ LQVWLWXWLRQV aUe RUJaQL]ed aQd
 KRZ SUeIeUeQceV aUe acWXaOO\ cRQILJXUed.

 DeVSLWe WKe "cKaRV" UeVXOWV, aQd deVSLWe PaQ\ cULWLcLVPV
 RI WKe PedLaQ-YRWeU WKeRUeP aV VLPSOLVWLc aQd ePSLULcaOO\

 LQaSSOLcabOe RU ZURQJ,5 a JRRd PaQ\ VcKROaUV - SURbabO\
 PRUe ecRQRPLVWV WKaQ SROLWLcaO VcLeQWLVWV aPRQJ WKeP -
 VWLOO cOLQJ WR WKe Ldea WKaW WKe SROLc\ SUeIeUeQceV RI WKe
 PedLaQ YRWeU WeQd WR dULYe SROLc\ RXWSXWV IURP WKe U.S.
 SROLWLcaO V\VWeP. A IaLU aPRXQW RI ePSLULcaO eYLdeQce KaV
 beeQ addXced - b\ AOaQ MRQURe; BeQMaPLQ PaJe aQd
 RRbeUW SKaSLUR; RRbeUW EULNVRQ, MLcKaeO MacKXeQ, aQd
 JaPeV SWLPVRQ (aXWKRUV RI WKe YeU\ LQIOXeQWLaO MacUR
 PROLW\ ); aQd RWKeUV - WKaW VeePV WR VXSSRUW WKe QRWLRQ WKaW
 WKe PedLaQ YRWeU deWeUPLQeV WKe UeVXOWV RI PXcK RU PRVW

 SROLc\ PaNLQJ. TKLV eYLdeQce LQdLcaWeV WKaW U.S. IedeUaO
 JRYeUQPeQW SROLc\ LV cRQVLVWeQW ZLWK PaMRULW\ SUeIeUeQceV
 URXJKO\ WZR-WKLUdV RI WKe WLPe; WKaW SXbOLc SROLc\ cKaQJeV
 LQ WKe VaPe dLUecWLRQ aV cROOecWLYe SUeIeUeQceV a VLPLOaU
 WZR-WKLUdV RI WKe WLPe; WKaW WKe OLbeUaOLVP RU cRQVeUYaWLVP

 RI cLWL]eQV LV cORVeO\ aVVRcLaWed ZLWK WKe OLbeUaOLVP RU
 cRQVeUYaWLVP RI SROLc\ acURVV VWaWeV; aQd WKaW IOXcWXaWLRQV
 LQ WKe OLbeUaO RU cRQVeUYaWLYe "PRRd" RI WKe SXbOLc aUe
 VWURQJO\ aVVRcLaWed ZLWK cKaQJeV LQ WKe OLbeUaOLVP RU
 cRQVeUYaWLVP RI SROLc\ LQ aOO WKUee bUaQcKeV RI JRYeUQ-
 PeQW.6

 TKe IO\ LQ WKe RLQWPeQW LV WKaW QRQe RI WKLV eYLdeQce
 aOORZV IRU, RU e[SOLcLWO\ aVVeVVeV, WKe LPSacW RI VXcK
 YaULabOeV aV WKe SUeIeUeQceV RI ZeaOWK\ LQdLYLdXaOV, RU
 WKe SUeIeUeQceV aQd acWLRQV RI RUJaQL]ed LQWeUeVW JURXSV,
 ZKLcK Pa\ LQdeSeQdeQd\ LQIOXeQce SXbOLc SROLc\ ZKLOe
 SeUKaSV beLQJ SRVLWLYeO\ aVVRcLaWed ZLWK SXbOLc RSLQLRQ -
 WKeUeb\ SURdXcLQJ a VSXULRXV VWaWLVWLcaO UeOaWLRQVKLS
 beWZeeQ RSLQLRQ aQd SROLc\.

 ReceQW UeVeaUcK b\ LaUU\ BaUWeOV aQd b\ RQe RI WKe
 SUeVeQW aXWKRUV (GLOeQV), ZKLcK e[SOLcLWO\ bULQJV WKe
 SUeIeUeQceV RI "aIIOXeQW" APeULcaQV LQWR WKe aQaO\VLV aORQJ
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 AUWLcOeV þ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 ZLWK WKe SUeIeUeQceV RI WKRVe ORZeU LQ WKe LQcRPe
 dLVWULbXWLRQ, LQdLcaWeV WKaW WKe aSSaUeQW cRQQecWLRQ be-
 WZeeQ SXbOLc SROLc\ aQd WKe SUeIeUeQceV RI WKe aYeUaJe
 cLWL]eQ Pa\ LQdeed be OaUJeO\ RU eQWLUeO\ VSXULRXV.7

 TKe "eOecWRUaO UeZaUd aQd SXQLVKPeQW" YeUVLRQ RI
 dePRcUaWLc cRQWURO WKURXJK eOecWLRQV - LQ ZKLcK YRWeUV
 UeWURVSecWLYeO\ MXdJe KRZ ZeOO WKe UeVXOWV RI JRYeUQPeQW
 SROLc\ KaYe VaWLVILed WKeLU baVLc LQWeUeVWV aQd YaOXeV, aQd
 SROLWLcLaQV eQacW SROLcLeV LQ aQWLcLSaWLRQ RI MXdJPeQWV WKaW
 WKe\ e[SecW ZLOO OaWeU be Pade b\ ZKaW V.O. Ke\, JU., caOOed

 "OaWeQW" SXbOLc RSLQLRQ - PLJKW be WKRXJKW WR RIIeU
 a dLIIeUeQW SUedLcWLRQ: WKaW SROLc\ ZLOO WeQd WR VaWLVI\
 cLWL]eQV' XQdeUO\LQJ QeedV aQd YaOXeV, UaWKeU WKaQ cRUUe-
 VSRQdLQJ ZLWK WKeLU cXUUeQW SROLc\ SUeIeUeQceV.8 We
 caQQRW WeVW WKLV SUedLcWLRQ becaXVe Ze dR QRW KaYe - aQd
 caQQRW eaVLO\ LPaJLQe KRZ WR RbWaLQ - JRRd daWa RQ
 LQdLYLdXaOV' deeS, XQdeUO\LQJ LQWeUeVWV RU YaOXeV, aV
 RSSRVed WR WKeLU e[SUeVVed SROLc\ SUeIeUeQceV. BXW WKe
 eYLdeQce WKaW cROOecWLYe SROLc\ SUeIeUeQceV aUe JeQeUaOO\
 UaWKeU VWabOe RYeU WLPe VXJJeVWV WKaW e[SUeVVed cROOecWLYe
 SROLc\ SUeIeUeQceV Pa\ QRW RIWeQ dLYeUJe PaUNedO\ IURP
 VXbVeTXeQWO\ PaQLIeVWed "OaWeQW" SUeIeUeQceV. TKe\ Pa\
 dR VR RQO\ XQdeU VSecLaO cLUcXPVWaQceV, VXcK aV ecRQRPLc
 UeceVVLRQV RU dLVaVWURXV ZaUV.9 II VR, WKe eOecWRUaO-UeZaUd-

 aQd-SXQLVKPeQW W\Se RI dePRcUaWLc WKeRU\, WRR, SUedLcWV
 WKaW PRVW RI WKe WLPe SXbOLc SROLc\ ZLOO UeVSRQd WR WKe
 cXUUeQW SROLc\ SUeIeUeQceV RI WKe aYeUaJe cLWL]eQ.

 EcRQRPLc-EOLWe DRPLQaWLRQ

 A TXLWe dLIIeUeQW WKeRUeWLcaO WUadLWLRQ aUJXeV WKaW U.S.
 SROLc\ PaNLQJ LV dRPLQaWed b\ LQdLYLdXaOV ZKR KaYe
 VXbVWaQWLaO ecRQRPLc UeVRXUceV, L.e., KLJK OeYeOV RI LQcRPe
 RU ZeaOWK - LQcOXdLQJ, bXW QRW OLPLWed WR, RZQeUVKLS RI
 bXVLQeVV ILUPV.

 NRW aOO "eOLWe WKeRULeV" VKaUe WKLV IRcXV. SRPe ePSKaVL]e
 VRcLaO VWaWXV RU LQVWLWXWLRQaO SRVLWLRQ - VXcK aV WKe RccX-
 SaQc\ RI Ne\ PaQaJeULaO UROeV LQ cRUSRUaWLRQV, RU WRS-OeYeO
 SRVLWLRQV LQ SROLWLcaO SaUWLeV, LQ WKe e[ecXWLYe, OeJLVOaWLYe, RU
 MXdLcLaO bUaQcKeV RI JRYeUQPeQW, RU LQ WKe KLJKeVW UaQNV RI
 WKe PLOLWaU\. SRPe eOLWe WKeRULeV SRVWXOaWe aQ aPaOJaP RI
 eOLWeV, deILQed b\ cRPbLQaWLRQV RI VRcLaO VWaWXV, ecRQRPLc

 UeVRXUceV, aQd LQVWLWXWLRQaO SRVLWLRQV, ZKR acKLeYe a deJUee
 RI XQLW\ WKURXJK cRPPRQ bacNJURXQdV, cRLQcLdLQJ LQWeU-
 eVWV, aQd VRcLaO LQWeUacWLRQV.

 FRU e[aPSOe, C. WULJKW MLOOV' LPSRUWaQW bRRN,
 TKe PRZeU EOLWe , RIIeUV a UaWKeU QXaQced accRXQW RI KRZ

 U.S. VRcLaO, ecRQRPLc, SROLWLcaO, aQd PLOLWaU\ eOLWeV KaYe
 KLVWRULcaOO\ aOWeUQaWed LQ dLIIeUeQW cRQILJXUaWLRQV RI dRPL-
 QaQce. MLOOV QRWed WKaW KLV eOLWeV deULYed LQ VXbVWaQWLaO

 SURSRUWLRQV IURP WKe XSSeU cOaVVeV, LQcOXdLQJ WKe YeU\ ULcK
 aQd cRUSRUaWe e[ecXWLYeV, bXW WKeLU eOLWe VWaWXV ZaV QRW
 deILQed b\ WKeLU ZeaOWK.10 OXU IRcXV KeUe LV RQ WKeRULeV WKaW

 ePSKaVL]e WKe SROLc\-PaNLQJ LPSRUWaQce RI ecRQRPLc eOLWeV.
 AQaO\VeV RI U.S. SROLWLcV ceQWeUed RQ ecRQRPLc eOLWeV

 JR bacN aW OeaVW WR CKaUOeV BeaUd, ZKR PaLQWaLQed WKaW

 566 PeUVSecWLYeV RQ PROLWLcV

 a cKLeI aLP RI WKe IUaPeUV RI WKe U.S. CRQVWLWXWLRQ ZaV WR

 SURWecW SULYaWe SURSeUW\, IaYRULQJ WKe ecRQRPLc LQWeUeVWV
 RI ZeaOWK\ PeUcKaQWV aQd SOaQWaWLRQ RZQeUV UaWKeU WKaQ
 WKe LQWeUeVWV RI WKe WKeQ-PaMRULW\ VPaOO IaUPeUV, OabRUeUV,
 aQd cUaIW ZRUNeUV. A OaQdPaUN ZRUN LQ WKLV WUadLWLRQ LV
 G. WLOOLaP DRPKRII 'V deWaLOed accRXQW RI KRZ eOLWeV

 (ZRUNLQJ WKURXJK IRXQdaWLRQV, WKLQN-WaQNV, aQd aQ "RSLQLRQ-

 VKaSLQJ aSSaUaWXV," aV ZeOO aV WKURXJK WKe ORbb\LVWV aQd
 SROLWLcLaQV WKe\ ILQaQce) Pa\ dRPLQaWe Ne\ LVVXeV LQ U.S.
 SROLc\ PaNLQJ deVSLWe WKe e[LVWeQce RI dePRcUaWLc eOecWLRQV.

 PKLOLS A. BXUcK KaV e[KaXVWLYeO\ cKURQLcOed WKe ecRQRPLc
 bacNJURXQdV RI IedeUaO JRYeUQPeQW RIILcLaOV WKURXJK
 APeULcaQ KLVWRU\. TKRPaV FeUJXVRQ'V aQaO\VLV RI WKe
 SROLWLcaO LPSRUWaQce RI "PaMRU LQYeVWRUV" PLJKW be VeeQ aV
 a WKeRU\ RI ecRQRPLc eOLWeV. MRVW UeceQWO\, JeIIUe\
 WLQWeUV KaV SRVLWed a cRPSaUaWLYe WKeRU\ RI "OOLJaUcK\,"
 LQ ZKLcK WKe ZeaOWKLeVW cLWL]eQV - eYeQ LQ a "cLYLO ROLJaUcK\"
 OLNe WKe UQLWed SWaWeV - dRPLQaWe SROLc\ cRQceUQLQJ cUXcLaO
 LVVXeV RI ZeaOWK aQd LQcRPe SURWecWLRQ.11

 OXU WKLUd aQd IRXUWK WKeRUeWLcaO WUadLWLRQV SRVLW WKaW
 SXbOLc SROLc\ JeQeUaOO\ UeIOecWV WKe RXWcRPe RI VWUXJJOe
 aPRQJ RUJaQL]ed LQWeUeVW JURXSV aQd bXVLQeVV ILUPV.12

 MaMRULWaULaQ POXUaOLVP
 TKe URRWV RI ZKaW Ze caQ cKaUacWeUL]e aV WKeRULeV RI

 "PaMRULWaULaQ" LQWeUeVW-JURXS SOXUaOLVP JR bacN WR JaPeV
 MadLVRQ'V FedeUaOLVW PaSeU NR. 10, ZKLcK aQaO\]ed SROLWLcV
 LQ WeUPV RI "IacWLRQV" - a VRPeZKaW IX]]\ cRQceSW WKaW
 aSSaUeQd\ eQcRPSaVVed SROLWLcaO SaUWLeV aQd eYeQ SRSXOaU
 PaMRULWLeV, aV ZeOO aV ZKaW Ze ZRXOd WRda\ cRQVLdeU RUJaQL]ed
 LQWeUeVW JURXSV, bXVLQeVV ILUPV, aQd LQdXVWULaO VecWRUV. MadLVRQ

 aUJXed WKaW VWUXJJOeV aPRQJ WKe dLYeUVe IacWLRQV WKaW ZRXOd be

 IRXQd LQ aQ e[WeQVLYe UeSXbOLc ZRXOd Oead WR SROLcLeV PRUe RU

 OeVV UeSUeVeQWaWLYe RI WKe QeedV aQd LQWeUeVWV RI WKe cLWL]eQU\ aV

 a ZKROe - RU aW OeaVW ZRXOd WeQd WR deIeaW "W\UaQQLcaO" SROLcLeV,

 LQcOXdLQJ WKe PXcK-IªaUed LVVXaQce RI LQIOaWLRQaU\ SaSeU
 PRQe\ WKaW PLJKW caWeU WR ORcaO PaMRULW\ IacWLRQV RI IaUPeU-
 debWRUV bXW ZRXOd be cRVd\ WR PeUcKaQW cUedLWRUV.13

 IQ WKe WZeQWLeWK ceQWXU\, AUWKXU BeQde\'V TKe PURceVV
 RI GRYeUQPeQW aQd WKeQ DaYLd TUXPaQ'V PRQXPeQWaO
 TKe GRYeUQPeQWaO PURceVV SXW JURXSV aW WKe ceQWeU RI
 SROLWLcaO aQaO\VLV, Oa\LQJ RXW a deWaLOed SLcWXUe RI KRZ
 RUJaQL]ed LQWeUeVW JURXSV PLJKW JeW WKeLU Za\. TUXPaQ
 RIIeUed a cRPSUeKeQVLYe aQd VWLOO-LQWeUeVWLQJ caWaORJXe RI
 ORbb\LQJ WecKQLTXeV aQd RWKeU PeWKRdV RI JURXS LQ-
 IOXeQce. He aOVR added aQ LQJeQLRXV JORVV WR MadLVRQ
 WKaW WeQdV WR LQcUeaVe bRWK WKe SOaXVLbLOLW\ aQd WKe
 QRUPaWLYe aSSeaO RI PaMRULWaULaQ LQWeUeVW-JURXS SOXUaOLVP:
 WKe aVVeUWLRQ WKaW aOO LQWeUeVWV KaYe aW OeaVW a PLQLPXP RI

 LQIOXeQce LQ JURXS-dRPLQaWed SROLc\ PaNLQJ, becaXVe
 SROLc\ PaNeUV PXVW (LQ RUdeU WR aYRLd VXbVeTXeQW SXQLVK-
 PeQW) Keed aOO "SRWeQWLaO" JURXSV WKaW ZRXOd IRUP LI WKeLU
 LQWeUeVWV ZeUe WUaPSOed XSRQ.14

 RRbeUW DaKO'V aQaO\VLV RI NeZ HaYeQ cLW\ SROLWLcV ZaV
 MadLVRQLaQ RU TUXPaQ-OLNe LQ LWV LQVLVWeQce WKaW PaQ\
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 (aOO?) dLYeUVe LQWeUeVWV ZeUe UeSUeVeQWed, WKRXJK DaKO
 IRcXVed aV PXcK RQ acWLYe PePbeUV RI WKe JeQeUaO SXbOLc
 aV RQ RUJaQL]ed JURXSV. DaKO'V aQaO\VeV RI APeULcaQ
 SROLWLcV LQ WeUPV RI "SRO\aUcK\" RU "SOXUaOLVW dePRcUac\"
 aOVR cRPe cORVe WR RXU LdeaO W\Se RI PaMRULWaULaQ SOXUaOLVW
 WKeRU\, VLQce WKe\ LPSO\ WKaW WKe ZaQWV RU QeedV RI WKe
 aYeUaJe cLWL]eQ WeQd WR be UeaVRQabO\ ZeOO VeUYed b\ WKe
 RXWcRPeV RI LQWeUeVW-JURXS VWUXJJOe. SeYeUaO cRQWePSRUaU\
 aQaO\VWV RI LQWeUeVW-JURXS SROLWLcV OLNeZLVe aSSeaU WR acceSW
 (aW OeaVW LPSOLcLd\) a SLcWXUe RI JURXS VWUXJJOe WKaW UeVXOWV
 LQ PRUe RU OeVV PaMRULWaULaQ UeVXOWV.1

 A PaMRU cKaOOeQJe WR PaMRULWaULaQ SOXUaOLVW WKeRULeV,
 KRZeYeU, LV SRVed b\ MaQcXU OOVRQ'V aUJXPeQW WKaW
 cROOecWLYe acWLRQ b\ OaUJe, dLVSeUVed VeWV RI LQdLYLdXaOV ZLWK
 LQdLYLdXaOO\ VPaOO bXW cROOecWLYeO\ OaUJe LQWeUeVWV WeQdV WR
 be SUeYeQWed b\ WKe "IUee ULdeU" SURbOeP. BaUULQJ VSecLaO
 cLUcXPVWaQceV (VeOecWLYe LQceQWLYeV, b\SURdXcWV, cReUcLRQ),
 LQdLYLdXaOV ZKR ZRXOd beQeILW IURP cROOecWLYe acWLRQ Pa\
 KaYe QR LQceQWLYe WR SeUVRQaOO\ IRUP RU MRLQ aQ RUJaQL]ed
 JURXS. II eYeU\RQe WKLQNV WKLV Za\ aQd OeWV GeRUJe dR LW,
 WKe MRb LV QRW OLNeO\ WR JeW dRQe. TKLV UeaVRQLQJ VXJJeVWV
 WKaW TUXPaQ'V "SRWeQWLaO JURXSV" Pa\ LQ IacW be XQOLNeO\
 WR IRUP, eYeQ LI PLOOLRQV RI SeRSOeV' LQWeUeVWV aUe QeJOecWed

 RU KaUPed b\ JRYeUQPeQW. AZaUe RI WKe cROOecWLYe acWLRQ
 SURbOeP, RIILcLaOV Pa\ IeeO IUee WR LJQRUe PXcK RI WKe
 SRSXOaWLRQ aQd acW aJaLQVW WKe LQWeUeVWV RI WKe aYeUaJe
 cLWL]eQ.16

 BLaVed POXUaOLVP

 OOVRQ'V aUJXPeQW SRLQWV WRZaUd aQ LPSRUWaQW YaULaQW OLQe
 RI WKLQNLQJ ZLWKLQ WKe SOXUaOLVW WUadLWLRQ: WKeRULeV RI
 " bLaVed " SOXUaOLVP, ZKLcK SRVLW VWUXJJOeV aPRQJ aQ XQ-
 UeSUeVeQWaWLYe XQLYeUVe RI LQWeUeVW JURXSV - cKaUacWeUL]ed
 b\ E.E. ScKaWWVcKQeLdeU aV a KeaYeQO\ cKRUXV ZLWK aQ
 "XSSeU-cOaVV acceQW," aQd PRUe UeceQd\ dXbbed b\ Ka\
 LeKPaQ ScKOR]PaQ, SLdQe\ VeUba, aQd HeQU\ BUad\ aQ
 "XQKeaYeQO\ cKRUXV." TKeRULeV RI bLaVed SOXUaOLVP JeQeU-
 aOO\ aUJXe WKaW bRWK WKe WKUXVW RI LQWeUeVW-JURXS cRQIOLcW
 aQd WKe SXbOLc SROLcLeV WKaW UeVXOW WeQd WR WLOW WRZaUd WKe
 ZLVKeV RI cRUSRUaWLRQV aQd bXVLQeVV aQd SURIeVVLRQaO
 aVVRcLaWLRQV.17

 ScKaWWVcKQeLdeU VXJJeVWed WKaW SROLc\ RXWcRPeV YaU\
 ZLWK WKe "VcRSe RI cRQIOLcW": IRU e[aPSOe, WKaW bXVLQeVV-
 RULeQWed LQWeUeVW JURXSV WeQd WR SUeYaLO RYeU RUdLQaU\
 cLWL]eQV ZKeQ WKe VcRSe LV QaUURZ aQd YLVLbLOLW\ LV ORZ.
 GUaQW McCRQQeOO added WKe Ldea WKaW WKe acWXaO

 "cRQVWLWXeQcLeV" RI SROLc\ LPSOePeQWeUV caQ cRQVLVW RI
 SRZeUIXO JURXSV. GeRUJe SWLJOeU (aUWLcXOaWLQJ ZKaW VRPe
 ecRQRPLVWV KaYe VcRUQed aV "CKLcaJR MaU[LVP") aQaO\]ed
 WKe SROLWLcV RI UeJXOaWLRQ LQ WeUPV RI bLaVed SOXUaOLVP: WKe
 caSWXUe RI UeJXOaWRUV b\ WKe UeJXOaWed. CKaUOeV LLQdbORP
 RXWOLQed a QXPbeU RI Za\V - LQcOXdLQJ WKe "SULYLOeJed
 SRVLWLRQ" RI bXVLQeVV - LQ ZKLcK bXVLQeVV ILUPV aQd WKeLU
 aVVRcLaWLRQV LQIOXeQce SXbOLc SROLc\. TKRPaV FeUJXVRQ KaV
 SRVLWed aQ "LQYeVWPeQW WKeRU\" RI SROLWLcV LQ ZKLcK "PaMRU

 LQYeVWRUV" - eVSecLaOO\ UeSUeVeQWaWLYeV RI SaUWLcXOaU LQdXV-
 WULaO VecWRUV - IXQd SROLWLcaO SaUWLeV LQ RUdeU WR JeW
 SROLcLeV WKaW VXLW WKeLU ecRQRPLc LQWeUeVWV. FUed BORcN'V
 "QeR-PROaQ\LaQ" aQaO\VLV ePSKaVL]eV JURXSV. JacRb HacNeU
 aQd PaXO PLeUVRQV aQaO\VLV RI "ZLQQeU-WaNe-aOO-SROLWLcV,"
 ZKLcK ePSKaVL]eV WKe SRZeU RI WKe ILQaQce LQdXVWU\, caQ
 be VeeQ aV a UeceQW cRQWULbXWLRQ WR WKe OLWeUaWXUe RI bLaVed

 SOXUaOLVP.18
 MaU[LVW aQd QeR-MaU[LVW WKeRULeV RI WKe caSLWaOLVW VWaWe

 KROd WKaW ecRQRPLc cOaVVeV - aQd SaUWLcXOaUO\ WKe bRXU-
 JeRLVLe, WKe RZQeUV RI WKe PeaQV RI SURdXcWLRQ - dRPLQaWe
 SROLc\ PaNLQJ aQd caXVe WKe VWaWe WR VeUYe WKeLU
 PaWeULaO LQWeUeVWV. AV WKe CRPPXQLVW MaQLIeVWR SXW LW,
 "TKe bRXUJeRLVLe KaV . . . cRQTXeUed IRU LWVeOI, LQ WKe
 PRdeUQ UeSUeVeQWaWLYe SWaWe, e[cOXVLYe SROLWLcaO VZa\. TKe
 e[ecXWLYe RI WKe PRdeUQ SWaWe LV bXW a cRPPLWWee IRU

 PaQaJLQJ WKe cRPPRQ aIIaLUV RI WKe ZKROe bRXUJeRLVLe."19
 We caQQRW SUecLVeO\ WeVW WKe SUedLcWLRQV RI VXcK WKeRULeV,
 becaXVe Ze OacN JRRd PeaVXUeV RI SROLc\ SUeIeUeQceV b\
 ecRQRPLc cOaVV. (IQ MaU[LVW WKeRU\, QeLWKeU LQcRPe QRU
 ZeaOWK accXUaWeO\ VLJQaOV cOaVV SRVLWLRQ.) We caQ QRWe,
 KRZeYeU, WKaW ceUWaLQ "LQVWUXPeQWaOLVW" MaU[LVW WKeRULeV,

 LQcOXdLQJ WKe LPSRUWaQW YeUVLRQ SXW IRUWK b\ RaOSK
 MLOLbaQd, PaNe SUedLcWLRQV UeVePbOLQJ WKRVe RI WKeRULeV
 RI BLaVed POXUaOLVP: WKaW LQWeUeVW JURXSV aQd cRUSRUaWLRQV
 UeSUeVeQWLQJ "OaUJe VcaOe bXVLQeVV" WeQd WR SUeYaLO.20

 AV WR ePSLULcaO eYLdeQce cRQceUQLQJ LQWeUeVW JURXSV, LW
 LV ZeOO eVWabOLVKed WKaW RUJaQL]ed JURXSV UeJXOaUO\ ORbb\
 aQd IUaWeUQL]e ZLWK SXbOLc RIILcLaOV, PRYe WKURXJK
 UeYROYLQJ dRRUV beWZeeQ SXbOLc aQd SULYaWe ePSOR\PeQW,
 SURYLde VeOI-VeUYLQJ LQIRUPaWLRQ WR RIILcLaOV, dUaIW OeJ-
 LVOaWLRQ, aQd VSeQd a JUeaW deaO RI PRQe\ RQ eOecWLRQ
 caPSaLJQV.21 MRUeRYeU, LQ KaUPRQ\ ZLWK WKeRULeV RI
 bLaVed SOXUaOLVP, WKe eYLdeQce cOeaUO\ LQdLcaWeV WKaW PRVW
 LQWeUeVW JURXSV aQd ORbb\LVWV UeSUeVeQW bXVLQeVV ILUPV RU
 SURIeVVLRQaOV. ReOaWLYeO\ IeZ UeSUeVeQW WKe SRRU RU eYeQ WKe
 ecRQRPLc LQWeUeVWV RI RUdLQaU\ ZRUNeUV, SaUWLcXOaUO\ QRZ
 WKaW WKe U.S. OabRU PRYePeQW KaV becRPe VR ZeaN.22

 BXW dR LQWeUeVW JURXSV acWXaOO\ LQIOXeQce SROLc\?
 NXPeURXV caVe VWXdLeV KaYe deWaLOed LQVWaQceV LQ ZKLcK

 aOO bXW WKe PRVW dedLcaWed VNeSWLc LV OLNeO\ WR SeUceLYe
 LQWeUeVW-JURXS LQIOXeQce aW ZRUN. A OeadLQJ cOaVVLc
 UePaLQV ScKaWWVcKQeLdeU'V aQaO\VLV RI WKe 1928 eQacWPeQW
 RI WKe SPRRW-HaZOe\ WaULII, aQ aVWRXQdLQJ RUJ\ RI SRUN-
 baUUeO SROLWLcV.23 SWLOO, PaQ\ TXaQWLWaWLYeO\-RULeQWed SROLWLcaO
 VcLeQWLVWV VeeP WR LJQRUe RU dLVPLVV VXcK QRQ-TXaQWLWaWLYe
 eYLdeQce. TKeUe KaYe aOVR beeQ VRPe eIIRUWV (SaUWLcXOaUO\
 dXULQJ WKe CROd WaU eUa, ZKeQ XQIOaWWeULQJ deSLcWLRQV RI
 U.S. SROLWLcV Pa\ KaYe beeQ WKRXJKW XQSaWULRWLc) WR
 dePRQVWUaWe WKaW LQWeUeVW JURXSV KaYe QR LQIOXeQce RQ
 SROLc\ aW aOO. Ra\PRQd BaXeU, IWKLeO PRRO, aQd LeZLV
 AQWKRQ\ De[WeU aUJXed WKaW bXVLQeVV Kad OLWde RU QR eIIecW
 RQ WKe UeQeZaO RI UecLSURcaO WUade aXWKRULW\. LeVWeU
 MLObUaWK, KaYLQJ cRQdXcWed LQWeUYLeZV ZLWK ORbb\LVWV aQd
 PePbeUV RI CRQJUeVV, UaWed ORbb\LVWV' LQIOXeQce aV YeU\ ORZ.

 SeSWePbeU 2014 _ VRO. 12/NR. 3 567

This content downloaded from 
            128.178.151.205 on Thu, 01 Oct 2020 10:59:57 UTC             

All use subject to https://about.jstor.org/terms



 AUWLcOeV _ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 MRUe UeceQWO\, FUed McCKeVQe\ KaV Pade WKe LQJeQLRXV
 aUJXPeQW WKaW caPSaLJQ cRQWULbXWLRQV IURP LQWeUeVW JURXSV
 Pa\ QRW UeSUeVeQW TXLd SUR TXR bULbeU\ aWWePSWV b\ JURXSV,
 bXW LQVWead UeVXOW IURP e[WRUWLRQ b\ SROLWLcLaQV ZKR WKUeaWeQ

 WR KaUP WKe JURXSV' LQWeUeVWV.24
 VeU\ IeZ VWXdLeV KaYe RIIeUed TXaQWLWaWLYe eYLdeQce

 cRQceUQLQJ WKe LPSacW RI LQWeUeVW JURXSV baVed RQ
 a QXPbeU RI dLIIeUeQW SXbOLc SROLcLeV. IPSRUWaQW e[ceS-
 WLRQV LQcOXde WKe ZRUN RI MaUN SPLWK aQd WKaW RI

 FUaQN BaXPJaUWQeU, JeIIUe\ BeUU\, MaULe HRMQacNL,
 DaYLd KLPbaOO, aQd BeWK LeecK.25

 MaUN SPLWK e[aPLQed 2,364 "bXVLQeVV XQLW\" LVVXeV -
 RYeU a SeULRd RI IRXU decadeV - RQ ZKLcK WKe U.S. CKaPbeU
 RI CRPPeUce (aUJXabO\ a UeaVRQabOe SUR[\ IRU bXVLQeVV
 JURXSV aV a ZKROe, RQ WKLV SaUWLcXOaU VeW RI LVVXeV ZKeUe PRVW

 bXVLQeVVeV aJUeed) WRRN a SXbOLc VWaQd IRU RU aJaLQVW. He WKeQ
 caOcXOaWed VL[ PeaVXUeV RI WKe CKaPbeUV aQQXaO UaWe RI

 "VXcceVV" aW JeWWLQJ WKe acWLRQ RU LQacWLRQ LW IaYRUed IURP
 CRQJUeVV.26 TKe CKaPbeUV aYeUaJe VXcceVV UaWe LQ WeUPV RI
 SURSRUWLRQ RI bLOOV eQacWed RU deIeaWed aSSeaUV WR KaYe beeQ

 IaLUO\ KLJK,27 bXW SPLWK dLd QRW aUJXe WKaW VXcK VXcceVV
 QeceVVaULO\ dePRQVWUaWeV LQIOXeQce. (A baWWLQJ-aYeUaJe
 aSSURacK WR LQIOXeQce ZRXOd KaYe WR aVVXPe WKaW VWaQd-
 WaNLQJ LV XQUeOaWed WR e[SecWaWLRQV RI VXcceVV. FXUWKeU, LQ
 RUdeU WR JaXJe bXVLQeVV'V LQdeSeQdeQW LPSacW aQd aYRLd
 VSXULRXV UeVXOWV, daWa RQ VWaQdV WaNeQ b\ RWKeU acWRUV ZRXOd
 Qeed WR be LQcOXded aV ZeOO.) IQVWead, SPLWK deYRWed PRVW RI

 KLV eIIRUW WR aQaO\]LQJ WKe RYeU-WLPe cRUUeOaWeV RI KLJK RU ORZ

 VXcceVV, VXcK aV YaULaWLRQV LQ WKe SXbOLc "PRRd" aQd LQ WKe
 SaUWLVaQ cRPSRVLWLRQ RI CRQJUeVV.

 FUaQN BaXPJaUWQeU aQd KLV cROOeaJXeV, LQ WKeLU PeWLc-
 XORXV e[aPLQaWLRQ RI 98 caVeV RI cRQJUeVVLRQaO SROLc\
 PaNLQJ LQ ZKLcK LQWeUeVW JURXSV ZeUe acWLYe, LQYeVWLJaWed
 ZKeWKeU WKe PaJQLWXde RI JURXS UeVRXUceV WKaW ZeUe
 deSOR\ed ZaV UeOaWed WR RXWcRPeV acURVV WKRVe caVeV. IQ
 WKeLU PXOWLYaULaWe aQaO\VeV, BaXPJaUWQeU eW aO. IRXQd
 a PRdeVW WeQdeQc\ IRU SROLc\ RXWcRPeV WR IaYRU WKe VLde
 WKaW eQMR\ed JUeaWeU UeVRXUceV (PAC cRQWULbXWLRQV, ORb-
 b\LQJ e[SeQdLWXUeV, PePbeUVKLS VL]e, eWc.).28

 PULRU WR WKe aYaLOabLOLW\ RI WKe daWa VeW WKaW Ze aQaO\]e
 KeUe, QR RQe Ze aUe aZaUe RI KaV VXcceeded aW aVVeVVLQJ
 LQWeUeVW-JURXS LQIOXeQce RYeU a cRPSUeKeQVLYe VeW RI
 LVVXeV, ZKLOe WaNLQJ LQWR accRXQW WKe LPSacW RI eLWKeU
 WKe SXbOLc aW OaUJe RU ecRQRPLc eOLWeV - OeW aORQe aQaO\]LQJ
 aOO WKUee W\SeV RI SRWeQWLaO LQIOXeQceV VLPXOWaQeRXVO\.

 TeVWLQJ TKeRUeWLcaO PUedLcWLRQV
 WKaW PaNeV SRVVLbOe aQ ePSLULcaO eIIRUW RI WKLV VRUW LV WKe
 e[LVWeQce RI a XQLTXe daWa VeW, cRPSLOed RYeU PaQ\ \eaUV
 b\ RQe RI XV (GLOeQV) IRU a dLIIeUeQW bXW UeOaWed SXUSRVe:
 IRU eVWLPaWLQJ WKe LQIOXeQce XSRQ SXbOLc SROLc\ RI
 "aIIOXeQW" cLWL]eQV, SRRU cLWL]eQV, aQd WKRVe LQ WKe PLddOe
 RI WKe LQcRPe dLVWULbXWLRQ.

 GLOeQV aQd a VPaOO aUP\ RI UeVeaUcK aVVLVWaQWV29
 JaWKeUed daWa RQ a OaUJe, dLYeUVe VeW RI SROLc\ caVeV:

 568 PeUVSecWLYeV RQ PROLWLcV

 1,779 LQVWaQceV beWZeeQ 1981 aQd 2002 LQ ZKLcK
 a QaWLRQaO VXUYe\ RI WKe JeQeUaO SXbOLc aVNed a IaYRU/
 RSSRVe TXeVWLRQ abRXW a SURSRVed SROLc\ cKaQJe. A WRWaO RI
 1,923 caVeV PeW IRXU cULWeULa: dLcKRWRPRXV SUR/cRQ
 UeVSRQVeV, VSecLILcLW\ abRXW SROLc\, UeOeYaQce WR IedeUaO
 JRYeUQPeQW decLVLRQV, aQd caWeJRULcaO UaWKeU WKaQ cRQdL-
 WLRQaO SKUaVLQJ. OI WKRVe 1,923 RULJLQaO caVeV, 1,779 caVeV
 aOVR PeW WKe cULWeULa RI SURYLdLQJ LQcRPe bUeaNdRZQV IRU
 UeVSRQdeQWV, QRW LQYROYLQJ a CRQVWLWXWLRQaO aPeQdPeQW
 RU a SXSUePe CRXUW UXOLQJ (ZKLcK PLJKW eQWaLO a TXLWe
 dLIIeUeQW SROLc\-PaNLQJ SURceVV), aQd LQYROYLQJ a cOeaU, aV
 RSSRVed WR SaUWLaO RU aPbLJXRXV, acWXaO SUeVeQce RU
 abVeQce RI SROLc\ cKaQJe. TKeVe 1,779 caVeV dR QRW
 cRQVWLWXWe a VaPSOe IURP WKe XQLYeUVe RI aOO SRVVLbOe SROLc\
 aOWeUQaWLYeV (WKLV LV KaUdO\ cRQceLYabOe), bXW Ze Vee WKeP aV
 SaUWLcXOaUO\ UeOeYaQW WR aVVeVVLQJ WKe SXbOLc'V LQIOXeQce RQ
 SROLc\. TKe LQcOXded SROLcLeV aUe QRW UeVWULcWed WR WKe QaUURZ

 WaVKLQJWRQ "SROLc\ aJeQda." AW WKe VaPe WLPe - VLQce WKe\
 ZeUe VeeQ aV ZRUWK aVNLQJ SROO TXeVWLRQV abRXW - WKe\ WeQd
 WR cRQceUQ PaWWeUV RI UeOaWLYeO\ KLJK VaOLeQce, abRXW ZKLcK LW
 LV SOaXVLbOe WKaW aYeUaJe cLWL]eQV Pa\ KaYe UeaO RSLQLRQV aQd
 Pa\ e[eUW VRPe SROLWLcaO LQIOXeQce.30

 FRU eacK caVe, GLOeQV XVed WKe RULJLQaO VXUYe\ daWa WR
 aVVeVV UeVSRQVeV b\ LQcRPe OeYeO. IQ RUdeU WR cRSe ZLWK
 YaU\LQJ LQcRPe caWeJRULeV acURVV VXUYe\V, Ke ePSOR\ed
 a TXadUaWLc ORJLVWLc UeJUeVVLRQ WecKQLTXe WR eVWLPaWe WKe
 RSLQLRQV RI UeVSRQdeQWV aW WKe WeQWK LQcRPe SeUceQWLOe
 (TXLWe SRRU), WKe ILIWLeWK SeUceQWLOe (PedLaQ), aQd WKe
 QLQeWLeWK SeUceQWLOe (IaLUO\ aIIOXeQW).31

 HeUe Ze XVe WKeVe SROLc\ SUeIeUeQce daWa WR PeaVXUe -
 LPSeUIecWO\, bXW, Ze beOLeYe, VaWLVIacWRULO\ - WZR LQdeSeQ-
 deQW YaULabOeV SRVLWed aV PaMRU LQIOXeQceV XSRQ SROLc\
 PaNLQJ LQ WKe WKeRUeWLcaO WUadLWLRQV dLVcXVVed abRYe.

 PROLc\ SUeIeUeQceV aW WKe ILIWLeWK LQcRPe SeUceQWLOe -
 WKaW LV, WKe SUeIeUeQceV RI WKe PedLaQ-LQcRPe VXUYe\
 UeVSRQdeQW - ZRUN TXLWe ZeOO aV PeaVXUeV RI WKe SUeIeU-
 eQceV RI WKe aYeUaJe cLWL]eQ (RU, PRUe SUecLVeO\, WKe PedLaQ
 QRQ-LQVWLWXWLRQaOL]ed adXOW APeULcaQ), ZKLcK aUe ceQWUaO

 WR WKeRULeV RI MaMRULWaULaQ EOecWRUaO DePRcUac\.32 IQ aOO
 caVeV LQ ZKLcK WKe UeOaWLRQVKLS beWZeeQ LQcRPe aQd
 SUeIeUeQceV LV PRQRWRQLe, aQd LQ aOO caVeV LQ ZKLcK WKeUe
 LV QR V\VWePaWLc UeOaWLRQVKLS aW aOO beWZeeQ WKe WZR, WKe
 SUeIeUeQceV RI WKe PedLaQ-LQcRPe UeVSRQdeQW aUe LdeQWLcaO
 WR WKRVe RI WKe PedLaQ-SUeIeUeQce UeVSRQdeQW. IQ WKe
 UePaLQLQJ caVeV WKe WZR aUe YeU\ cORVe WR eacK RWKeU.33

 We beOLeYe WKaW WKe SUeIeUeQceV RI "aIIOXeQW" APeULcaQV
 aW WKe QLQeWLeWK LQcRPe SeUceQWLOe caQ XVeIXOO\ be WaNeQ aV
 SUR[LeV IRU WKe RSLQLRQV RI ZeaOWK\ RU YeU\-KLJK-LQcRPe
 APeULcaQV, aQd caQ be XVed WR WeVW WKe ceQWUaO SUedLcWLRQV
 RI EcRQRPLc-EOLWe WKeRULeV. TR be VXUe, SeRSOe aW WKe
 QLQeWLeWK LQcRPe SeUceQWLOe aUe QeLWKeU YeU\ ULcK QRU YeU\
 eOLWe; LQ 2012 dROOaUV, GLOeQV' "aIIOXeQW" UeVSRQdeQWV
 UeceLYed RQO\ abRXW $146,000 LQ aQQXaO KRXVeKROd
 LQcRPe. TR WKe e[WeQW WKaW WKeLU SROLc\ SUeIeUeQceV dLIIeU
 IURP WKRVe RI aYeUaJe-LQcRPe cLWL]eQV, KRZeYeU, Ze ZRXOd
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 aUJXe WKaW WKeUe aUe OLNeO\ WR be VLPLOaU bXW bLJJeU dLIIeU-
 eQceV beWZeeQ aYeUaJe-LQcRPe cLWL]eQV aQd WKe WUXO\
 ZeaOWK\.

 SRPe eYLdeQce IRU WKLV SURSRVLWLRQ cRPeV IURP WKe
 2011 CRRSeUaWLYe CRQJUeVVLRQaO EOecWLRQ SWXd\.34 BaVed
 RQ 13 SROLc\-SUeIeUeQce TXeVWLRQV aVNed RQ WKLV VXUYe\, WKe
 SUeIeUeQceV RI WKe WRS 2 SeUceQW RI LQcRPe eaUQeUV (a JURXS
 WKaW PLJKW be WKRXJKW "WUXO\ ZeaOWK\") aUe PXcK PRUe
 KLJKO\ cRUUeOaWed ZLWK WKe SUeIeUeQceV RI WKe WRS 1 0 SeUceQW

 RI eaUQeUV WKaQ ZLWK WKe SUeIeUeQceV RI WKe aYeUaJe VXUYe\
 UeVSRQdeQW (U=.91 YeUVXV .69). 35 TKXV, WKe YLeZV RI RXU
 PRdeUaWeO\ KLJK-LQcRPe "aIIOXeQW" UeVSRQdeQWV aSSeaU WR
 caSWXUe XVeIXO LQIRUPaWLRQ abRXW WKe YLeZV RI WKe WUXO\
 ZeaOWK\.

 IQ aQ\ caVe, WKe LPSUecLVLRQ WKaW UeVXOWV IURP XVe RI
 RXU "aIIOXeQW" SUR[\ LV OLNeO\ WR SURdXce mm�VXUeVWLP¤WeV RI
 WKe LPSacW RI ecRQRPLc eOLWeV RQ SROLc\ PaNLQJ. II Ze ILQd
 VXbVWaQWLaO eIIecWV XSRQ SROLc\ eYeQ ZKeQ XVLQJ WKLV
 LPSeUIecW PeaVXUe, WKeUeIRUe, LW ZLOO be UeaVRQabOe WR LQIeU
 WKaW WKe LPSacW XSRQ SROLc\ RI WUXO\ ZeaOWK\ cLWL]eQV LV VWLOO

 JUeaWeU.36
 IQ RUdeU WR PeaVXUe LQWeUeVW-JURXS SUeIeUeQceV aQd

 acWLRQV, Ze ZRXOd LdeaOO\ OLNe WR XVe aQ LQde[ RI WKe VRUW
 WKaW BaXPJaUWQeU aQd KLV cROOeaJXeV deYeORSed IRU WKeLU
 QLQeW\-eLJKW SROLc\ LVVXeV: aQ LQde[ aVVeVVLQJ WKe WRWaO
 UeVRXUceV bURXJKW WR beaU b\ aOO PaMRU LQWeUeVW JURXSV WKaW
 WRRN RQe VLde RU WKe RWKeU RQ eacK RI RXU 1,779 LVVXeV.
 BXW LW LV QRW IeaVLbOe WR cRQVWUXcW VXcK aQ LQde[ IRU aOO RXU

 caVeV; WKLV ZRXOd UeTXLUe URXJKO\ WZeQW\ WLPeV aV PXcK
 ZRUN aV dLd WKe PaMRU eIIRUW Pade b\ WKe BaXPJaUWQeU
 UeVeaUcK WeaP RQ WKeLU caVeV. FRUWXQaWeO\, KRZeYeU,
 BaXPJaUWQeU eW aO. IRXQd WKaW a VLPSOe SUR[\ IRU WKeLU
 LQde[ - WKe QXPbeU RI UeSXWedO\ "SRZeUIXO" LQWeUeVW
 JURXSV (IURP aPRQJ JURXSV aSSeaULQJ RYeU WKe \eaUV LQ
 FRUWXQe PaJa]LQe'V "PRZeU 25" OLVWV) WKaW IaYRUed a JLYeQ
 SROLc\ cKaQJe, PLQXV WKe QXPbeU WKaW RSSRVed LW -
 cRUUeOaWed TXLWe VXbVWaQWLaOO\ LQ WKeLU caVeV ZLWK WKe IXOO
 LQWeUeVW-JURXS LQde[ (U=0.73).37

 GLOeQV, XVLQJ a PRdLILed YeUVLRQ RI WKLV VLPSOe cRXQW
 RI WKe QXPbeU RI "SRZeUIXO" LQWeUeVW JURXSV IaYRULQJ
 (PLQXV WKRVe RSSRVLQJ) eacK SURSRVed SROLc\ cKaQJe,
 deYeORSed a PeaVXUe RI NeW IQWeUeVW GURXS AOLJQPeQW .
 TR WKe VeW RI JURXSV RQ WKe "PRZeU 25" OLVWV (ZKLcK
 VeePed WR QeJOecW ceUWaLQ PaMRU bXVLQeVV LQWeUeVWV) Ke
 added WeQ Ne\ LQdXVWULeV WKaW Kad UeSRUWed WKe KLJKeVW
 ORbb\LQJ e[SeQdLWXUeV. (FRU WKe ILQaO OLVW RI LQcOXded
 LQdXVWULeV aQd LQWeUeVW JURXSV, UeIeU WR ASSeQdL[ 1.) FRU
 eacK RI WKe 1,779 LQVWaQceV RI SURSRVed SROLc\ cKaQJe,
 GLOeQV aQd KLV aVVLVWaQWV dUeZ XSRQ PXOWLSOe VRXUceV WR
 cRde aOO eQJaJed LQWeUeVW JURXSV aV "VWURQJO\ IaYRUabOe,"
 "VRPeZKaW IaYRUabOe," "VRPeZKaW XQIaYRUabOe," RU
 "VWURQJO\ XQIaYRUabOe" WR WKe cKaQJe. He WKeQ cRP-
 bLQed WKe QXPbeUV RI JURXSV RQ eacK VLde RI a JLYeQ
 LVVXe, ZeLJKWLQJ "VRPeZKaW" IaYRUabOe RU VRPeZKaW
 XQIaYRUabOe SRVLWLRQV aW KaOI WKe PaJQLWXde RI

 "VWURQJO\" IaYRUabOe RU VWURQJO\ XQIaYRUabOe SRVLWLRQV.
 IQ RUdeU WR aOORZ IRU WKe OLNeOLKRRd RI dLPLQLVKLQJ
 UeWXUQV aV WKe QeW QXPbeU RI JURXSV RQ a JLYeQ VLde
 LQcUeaVeV (aQ LQcUeaVe IURP 10 WR 11 JURXSV OLNeO\
 PaWWeUV OeVV WKaQ a MXPS IURP 1 WR 2 dReV), Ke WRRN
 WKe ORJaULWKPV RI WKe QXPbeU RI SUR JURXSV aQd WKe
 QXPbeU RI cRQ JURXSV beIRUe VXbWUacWLQJ. TKXV,

 NeW IQWeUeVW-GURXS AOLJQPeQW = OQ(# SWURQJO\ FaYRU + [0.5 * #
 SRPeZKaW FaYRU] + 1) - OQ(# SWURQJO\ OSSRVe + [0.5 * #
 SRPeZKaW OSSRVe] + O).38

 We aOVR UeSRUW KeUe UeVXOWV IRU cRPSaUabOe JURXS
 aOLJQPeQW LQdLceV WKaW ZeUe cRPSXWed VeSaUaWeO\ IRU WKe
 PaVV-baVed aQd IRU WKe bXVLQeVV-RULeQWed VeWV RI JURXSV
 OLVWed LQ ASSeQdL[ 1 .

 OXU deSeQdeQW YaULabOe LV a PeaVXUe RI ZKeWKeU RU QRW
 WKe SROLc\ cKaQJe SURSRVed LQ eacK VXUYe\ TXeVWLRQ ZaV
 acWXaOO\ adRSWed ZLWKLQ IRXU \eaUV aIWeU WKe TXeVWLRQ ZaV
 aVNed. (IW WXUQV RXW WKaW PRVW RI WKe acWLRQ RccXUUed
 ZLWKLQ WZR \eaUV). OI cRXUVe WKeUe ZaV QRWKLQJ eaV\
 abRXW PeaVXULQJ WKe SUeVeQce RU abVeQce RI SROLc\ cKaQJe
 IRU eacK RI 1,779 dLIIeUeQW caVeV; GLOeQV aQd KLV UeVeaUcK

 aVVLVWaQWV VSeQW PaQ\ KRXUV SRULQJ RYeU QeZV accRXQWV,
 JRYeUQPeQW daWa, CRQJUeVVLRQaO QXaUWeUO\ SXbOLcaWLRQV,
 acadePLc SaSeUV aQd WKe OLNe.39

 IQ RUdeU WR WeVW aPRQJ RXU WKeRUeWLcaO WUadLWLRQV, Ze
 beJLQ b\ cRQVLdeULQJ aOO RUJaQL]ed LQWeUeVW JURXSV
 WRJeWKeU, QRW dLVWLQJXLVKLQJ beWZeeQ PaVV-baVed aQd
 bXVLQeVV-RULeQWed JURXSV. WLWKLQ a VLQJOe VWaWLVWLcaO PRdeO,
 Ze eVWLPaWe WKe LQdeSeQdeQW LPSacW XSRQ RXU deSeQdeQW
 YaULabOe (SROLc\ cKaQJe) RI eacK RI WKUee LQdeSeQdeQW
 YaULabOeV: WKe aYeUaJe cLWL]eQV SROLc\ SUeIeUeQceV (SUeIeUeQceV

 aW WKe ILIWLeWK LQcRPe SeUceQWLOe); WKe SROLc\ SUeIeUeQceV RI
 ecRQRPLc eOLWeV (PeaVXUed b\ SROLc\ SUeIeUeQceV aW WKe
 QLQeWLeWK LQcRPe SeUceQWLOe); aQd WKe VWaQdV RI LQWeUeVW
 JURXSV (WKe NeW IQWeUeVW-GURXS AOLJQPeQW IQde[).

 LaWeU, LQ RUdeU WR dLVWLQJXLVK cOeaUO\ beWZeeQ MaMRU-
 LWaULaQ POXUaOLVP aQd BLaVed POXUaOLVP, Ze ZLOO XVe WZR

 VeSaUaWe PeaVXUeV RI QeW LQWeUeVW-JURXS aOLJQPeQW, RQe
 LQYROYLQJ RQO\ PaVV-baVed LQWeUeVW JURXSV aQd WKe RWKeU
 OLPLWed WR bXVLQeVV aQd SURIeVVLRQaO JURXSV. TKe PaLQ
 K\SRWKeVeV RI LQWeUeVW, VXPPaUL]ed LQ WabOe 1 , IROORZ IaLUO\

 VWUaLJKWIRUZaUdO\ IURP RXU dLVcXVVLRQ RI RXU IRXU LdeaO
 W\SeV RI WKeRU\.

 IQ WKeLU SXUe IRUP, WKeRULeV RI MaMRULWaULaQ EOecWRUaO
 DePRcUac\ (IRU e[aPSOe, UaWLRQaO PRdeOV RI eOecWRUaO
 cRPSeWLWLRQ WKaW LQcOXde QR VRcLeWaO acWRUV RWKeU WKaQ
 aYeUaJe cLWL]eQV), SUedLcW WKaW WKe LQIOXeQce XSRQ SROLc\ RI
 aYeUaJe cLWL]eQV LV SRVLWLYe, VLJQLILcaQW, aQd VXbVWaQWLaO,
 ZKLOe WKe LQIOXeQce RI RWKeU acWRUV LV QRW.

 TKeRULeV RI EcRQRPLc-EOLWe DRPLQaWLRQ SUedLcW SRV-
 LWLYe, VLJQLILcaQW, aQd VXbVWaQWLaO LQIOXeQce XSRQ SROLc\ b\
 ecRQRPLc eOLWeV. MRVW VXcK WKeRULeV aOORZ IRU VRPe

 (WKRXJK QRW PXcK) LQdeSeQdeQW LQIOXeQce b\ aYeUaJe
 cLWL]eQV, e.J., RQ QRQ-ecRQRPLc VRcLaO LVVXeV. MaQ\ aOVR
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 AUWLcOeV þ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 TabOe 1

 TKeRUeWLcaO SUedLcWLRQV cRQceUQLQJ WKe LQdeSeQdeQW LQIOXeQce RI VeWV RI acWRUV XSRQ SROLc\
 RXWcRPeV

 SeWV RI AcWRUV

 AYeUaJe EcRQRPLc AOO IQWeUeVW MaVV IQWeUeVW BXVLQeVV IQWeUeVW
 TKeRU\ (LdeaO W\Se)

 MaMRULWaULaQ EOecWRUaO Y Q Q Q Q
 DePRcUac\
 DRPLQaQce b\ EcRQRPLc \ Y \ Q \
 EOLWeV

 MaMRULWaULaQ POXUaOLVP \ Q Y Y Y
 BLaVed POXUaOLVP Q Q \ \ Y

 Q = OLWWOe RU QR LQdeSeQdeQW LQIOXeQce

 \ = VRPe LQdeSeQdeQW LQIOXeQce

 Y = VXbVWaQWLaO LQdeSeQdeQW LQIOXeQce

 aOORZ IRU VRPe LQdeSeQdeQW LQIOXeQce b\ bXVLQeVV
 LQWeUeVW JURXSV - aQd WKeUeIRUe SURbabO\ b\ LQWeUeVW JURXSV
 WaNeQ aV a ZKROe - WKRXJK WKeLU ePSKaVLV LV RQ ZeaOWK\
 LQdLYLdXaOV.

 IQ JeQeUaO, WKeRULeV RI LQWeUeVW-JURXS SOXUaOLVP SUe-
 dLcW WKaW RQO\ RUJaQL]ed LQWeUeVW JURXSV ZLOO KaYe
 SRVLWLYe, VLJQLILcaQW, aQd VXbVWaQWLaO eIIecWV XSRQ SXbOLc
 SROLc\. IQIOXeQce SURceedV IURP JURXSV, QRW IURP
 ZeaOWK\ (RU RWKeU) LQdLYLdXaOV. DeSeQdLQJ XSRQ WKe
 W\Se RI SOXUaOLVW WKeRU\, aYeUaJe cLWL]eQV Pa\ RU Pa\ QRW
 be ZeOO UeSUeVeQWed WKURXJK RUJaQL]ed JURXSV, bXW WKe\
 dR QRW KaYe a JUeaW deaO RI LQdeSeQdeQW LQIOXeQce RQ
 WKeLU RZQ.

 TKeRULeV RI MaMRULWaULaQ POXUaOLVP SUedLcW WKaW WKe
 VWaQdV RI RUJaQL]ed LQWeUeVW JURXSV, aOO WaNeQ WRJeWKeU,
 UaWKeU IaLWKIXOO\ UeSUeVeQW (WKaW LV, aUe SRVLWLYeO\ aQd
 VXbVWaQWLaOO\ cRUUeOaWed ZLWK) WKe SUeIeUeQceV RI aYeUaJe
 cLWL]eQV. BXW VLQce PRVW SROLWLcaO LQIOXeQce SURceedV
 WKURXJK JURXSV, a PXOWLYaULaWe aQaO\VLV WKaW LQcOXdeV bRWK
 LQWeUeVW-JURXS aOLJQPeQWV aQd cLWL]eQV' SUeIeUeQceV VKRXOd
 VKRZ IaU PRUe LQdeSeQdeQW LQIOXeQce b\ WKe JURXSV WKaQ
 WKe cLWL]eQV. TUXPaQ'V Ldea RI "SRWeQWLaO JURXSV" dReV,
 KRZeYeU, OeaYe URRP IRU VRPe dLUecW LQIOXeQce b\ aYeUaJe
 cLWL]eQV.

 TKeRULeV RI BLaVed POXUaOLVP, WRR, Vee RUJaQL]ed LQWeUeVW
 JURXSV aV KaYLQJ PXcK PRUe LQIOXeQce WKaQ aYeUaJe cLWL]eQV
 RU LQdLYLdXaO ecRQRPLc eOLWeV. BXW WKe\ SUedLcW WKaW
 bXVLQeVV-RULeQWed JURXSV SOa\ WKe PaMRU UROe.
 RecRJQL]LQJ WKe cRPSOe[LW\ RI WKe SROLWLcaO ZRUOd, Ze
 PXVW aOVR acNQRZOedJe WKe SRVVLbLOLW\ WKaW PRUe WKaQ RQe
 RI WKeVe WKeRUeWLcaO WUadLWLRQV KaV VRPe WUXWK WR LW: WKaW

 VeYeUaO - eYeQ aOO - RI RXU VeWV RI acWRUV Pa\ KaYe VXb-
 VWaQWLaO, SRVLWLYe, LQdeSeQdeQW LQIOXeQce RQ SXbOLc SROLc\.
 AQd Ze PXVW cRQVLdeU WKe QXOO K\SRWKeVLV WKaW QRQe RI
 WKeVe WKeRUeWLcaO WUadLWLRQV cRUUecWO\ deVcULbeV eYeQ SaUW RI
 ZKaW JReV RQ LQ APeULcaQ SROLWLcV.

 570 PeUVSecWLYeV RQ PROLWLcV

 IQIOXeQce XSRQ PROLc\ RI AYeUaJe
 CLWL]eQV, EcRQRPLc EOLWeV, aQd IQWeUeVW
 GURXSV
 BeIRUe Ze SURceed IXUWKeU, LW LV LPSRUWaQW WR QRWe WKaW eYeQ

 LI RQe RI RXU SUedLcWRU YaULabOeV LV IRXQd (ZKeQ cRQWUROOLQJ

 IRU WKe RWKeUV) WR KaYe QR LQdeSeQdeQW LPSacW RQ SROLc\ aW
 aOO, LW dReV QRW IROORZ WKaW WKe acWRUV ZKRVe SUeIeUeQceV aUe

 UeIOecWed b\ WKaW YaULabOe - aYeUaJe cLWL]eQV, ecRQRPLc eOLWeV,

 RU RUJaQL]ed LQWeUeVW JURXSV RI RQe VRUW RU aQRWKeU - aOZa\V

 "ORVe" LQ SROLc\ decLVLRQV. PROLc\ PaNLQJ LV QRW QeceVVaULO\
 a ]eUR-VXP JaPe aPRQJ WKeVe acWRUV. WKeQ RQe VeW RI
 acWRUV ZLQV, RWKeUV Pa\ ZLQ aV ZeOO, LI WKeLU SUeIeUeQceV aUe

 SRVLWLYeO\ cRUUeOaWed ZLWK eacK RWKeU.

 IW WXUQV RXW, LQ IacW, WKaW WKe SUeIeUeQceV RI aYeUaJe
 cLWL]eQV aUe SRVLWLYeO\ aQd IaLUO\ KLJKO\ cRUUeOaWed, acURVV
 LVVXeV, ZLWK WKe SUeIeUeQceV RI ecRQRPLc eOLWeV (UeIeU WR
 WabOe 2). RaWKeU RIWeQ, aYeUaJe cLWL]eQV aQd aIIOXeQW cLWL]eQV

 (RXU SUR[\ IRU ecRQRPLc eOLWeV) ZaQW WKe VaPe WKLQJV IURP

 JRYeUQPeQW. TKLV bLYaULaWe cRUUeOaWLRQ aIIecWV KRZ Ze
 VKRXOd LQWeUSUeW RXU OaWeU PXOWLYaULaWe ILQdLQJV LQ WeUPV RI

 "ZLQQeUV" aQd "ORVeUV." IW aOVR VXJJeVWV a UeaVRQ ZK\
 VeULRXV VcKROaUV PLJKW NeeS adKeULQJ WR bRWK WKe MaMRU-
 LWaULaQ EOecWRUaO DePRcUac\ aQd WKe EcRQRPLc-EOLWe
 DRPLQaWLRQ WKeRUeWLcaO WUadLWLRQV, eYeQ LI RQe RI WKeP

 Pa\ be dead ZURQJ LQ WeUPV RI caXVaO LPSacW. OUdLQaU\
 cLWL]eQV, IRU e[aPSOe, PLJKW RIWeQ be RbVeUYed WR "ZLQ"
 (WKaW LV, WR JeW WKeLU SUeIeUUed SROLc\ RXWcRPeV) eYeQ LI WKe\

 Kad QR LQdeSeQdeQW eIIecW ZKaWVReYeU RQ SROLc\ PaNLQJ, LI
 eOLWeV (ZLWK ZKRP WKe\ RIWeQ aJUee) acWXaOO\ SUeYaLO.

 BXW QeW LQWeUeVW-JURXS VWaQdV aUe QRW VXbVWaQWLaOO\
 cRUUeOaWed ZLWK WKe SUeIeUeQceV RI aYeUaJe cLWL]eQV. TaNLQJ
 aOO LQWeUeVW JURXSV WRJeWKeU, WKe LQde[ RI QeW LQWeUeVW-JURXS

 aOLJQPeQW cRUUeOaWeV RQO\ a QRQ-VLJQLILcaQW .04 ZLWK
 aYeUaJe cLWL]eQV' SUeIeUeQceV! (ReIeU WR WabOe 2.) TKLV caVWV
 JUaYe dRXbW RQ DaYLd TUXPaQ'V aQd RWKeUV' aUJXPeQW WKaW
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 TabOe 2

 CRUUeOaWLRQV aPRQJ LQdeSeQdeQW YaULabOeV
 AYeUaJe cLWL]eQV' EcRQRPLc eOLWeV' AOO LQWeUeVW MaVV SXbOLc BXVLQeVV

 SUeIeUeQceV SUeIeUeQceV JURXSV LQWeUeVW JURXSV LQWeUeVW JURXSV

 AYeUaJe cLWL]eQV' -
 SUeIeUeQceV

 EcRQRPLc eOLWeV' .78*** -

 SUeIeUeQceV
 AOO LQWeUeVW JURXSV .04 .05 -
 MaVV SXbOLc .12*** .01 .47*** -
 LQWeUeVW JURXSV

 BXVLQeVV LQWeUeVW -.10*** -.02 .96*** -.05 -

 JURXSV

 001 ;Q= 1779.

 NRWe: EQWULeV aUe cRUUeOaWLRQ cReIILcLeQWV cRUUecWed IRU PeaVXUePeQW eUURU aV e[SOaLQed LQ ASSeQdL[ 2.

 RUJaQL]ed LQWeUeVW JURXSV WeQd WR dR a JRRd MRb RI
 UeSUeVeQWLQJ WKe SRSXOaWLRQ aV a ZKROe. IQdeed, aV WabOe
 2 LQdLcaWeV, eYeQ WKe QeW aOLJQPeQWV RI WKe JURXSV Ze KaYe
 caWeJRUL]ed aV "PaVV-baVed" cRUUeOaWe ZLWK aYeUaJe cLWL]eQV'
 SUeIeUeQceV RQO\ aW WKe YeU\ PRdeVW (WKRXJK VWaWLVWLcaOO\
 VLJQLILcaQW) OeYeO RI .12.
 SRPe SaUWLcXOaU U.S. PePbeUVKLS RUJaQL]aWLRQV -

 eVSecLaOO\ WKe AARP aQd OabRU XQLRQV - dR WeQd WR IaYRU
 WKe VaPe SROLcLeV aV aYeUaJe cLWL]eQV. BXW RWKeU PePbeU-
 VKLS JURXSV WaNe VWaQdV WKaW aUe XQUeOaWed (SUR-OLIe aQd
 SUR-cKRLce JURXSV) RU QeJaWLYeO\ UeOaWed (JXQ RZQeUV) WR
 ZKaW WKe aYeUaJe APeULcaQ ZaQWV.40 SRPe PePbeUVKLS
 JURXSV Pa\ UeIOecW WKe YLeZV RI cRUSRUaWe bacNeUV RU WKeLU
 PRVW aIIOXeQW cRQVWLWXeQWV. OWKeUV IRcXV RQ LVVXeV RQ

 ZKLcK WKe SXbOLc LV IaLUO\ eYeQO\ dLYLded. WKaWeYeU WKe
 UeaVRQV, aOO PaVV-baVed JURXSV WaNeQ WRJeWKeU VLPSO\ dR
 QRW add XS, LQ aJJUeJaWe, WR JRRd UeSUeVeQWaWLYeV RI WKe
 cLWL]eQU\ aV a ZKROe. BXVLQeVV-RULeQWed JURXSV dR eYeQ
 ZRUVe, ZLWK a PRdeVW QeJaWLYe RYeU-aOO cRUUeOaWLRQ RI -.10.

 NRU dR Ze ILQd aQ aVVRcLaWLRQ beWZeeQ WKe SUeIeUeQceV
 RI ecRQRPLc eOLWeV aQd WKe aOLJQPeQWV RI eLWKeU PaVV-
 baVed RU bXVLQeVV-RULeQWed JURXSV. TKe OaWWeU ILQdLQJ,
 ZKLcK VXUSULVed XV, Pa\ UeIOecW SURILW-PaNLQJ PRWLYeV
 aPRQJ bXVLQeVVeV aV cRQWUaVWed ZLWK bURadeU LdeRORJLcaO
 YLeZV aPRQJ eOLWe LQdLYLdXaOV. FRU e[aPSOe, ecRQRPLc
 eOLWeV WeQd WR SUeIeU ORZeU OeYeOV RI JRYeUQPeQW VSeQdLQJ
 RQ SUacWLcaOO\ eYeU\WKLQJ, ZKLOe bXVLQeVV JURXSV aQd
 VSecLILc LQdXVWULeV IUeTXeQWO\ ORbb\ IRU VSeQdLQJ LQ aUeaV
 IURP ZKLcK WKe\ VWaQd WR JaLQ. TKXV SKaUPaceXWLcaO,
 KRVSLWaO, LQVXUaQce, aQd PedLcaO RUJaQL]aWLRQV KaYe
 ORbbLed IRU PRUe VSeQdLQJ RQ KeaOWK caUe; deIeQVe
 cRQWUacWRUV IRU ZeaSRQV V\VWePV; WKe APeULcaQ FaUP
 BXUeaX IRU aJULcXOWXUaO VXbVLdLeV, aQd VR RQ.

 IQLWLaO TeVWV RI IQIOXeQceV RQ PROLc\ MaNLQJ
 TKe ILUVW WKUee cROXPQV RI WabOe 3 UeSRUW bLYaULaWe UeVXOWV,
 LQ ZKLcK eacK RI WKUee LQdeSeQdeQW YaULabOeV (WaNLQJ aOO

 LQWeUeVW JURXSV WRJeWKeU, IRU QRZ) LV PRdeOed VeSaUaWeO\ aV
 WKe VROe SUedLcWRU RI SROLc\ cKaQJe. JXVW aV SUeYLRXV
 OLWeUaWXUe VXJJeVWV, eacK RI WKUee bURad WKeRUeWLcaO
 WUadLWLRQV - MaMRULWaULaQ EOecWRUaO DePRcUac\, EcRQRPLc-
 EOLWe DRPLQaWLRQ, aQd LQWeUeVW-JURXS SOXUaOLVP - VeePV WR
 JaLQ VXSSRUW. WKeQ WaNeQ VeSaUaWeO\, eacK LQdeSeQdeQW
 YaULabOe - WKe SUeIeUeQceV RI aYeUaJe cLWL]eQV, WKe SUeIeUeQceV

 TabOe 3

 PROLc\ RXWcRPeV aQd WKe SROLc\ SUeIeUeQ-
 ceV RI aYeUaJe cLWL]eQV, ecRQRPLc eOLWeV,
 aQd LQWeUeVW JURXSV

 PUeIeUeQceV .64 - - .03

 RI aYeUaJe (.08)*** (.08)
 cLWL]eQV

 PUeIeUeQceV - .81 - .76

 RI (.08)*** (.08)***
 ecRQRPLc
 eOLWeV

 AOLJQPeQW RI - - .59 .56
 LQWeUeVW (.09)*** (.09)***
 JURXSV

 R-VT .031 .049 .028 .074

 ***S<.001

 NRWe: AOO SUedLcWRUV aUe VcaOed WR UaQJe IURP 0 WR 1.
 TKe deSeQdeQW YaULabOe LV WKe SROLc\ RXWcRPe, cRded 1 LI
 WKe SURSRVed SROLc\ cKaQJe WRRN SOace ZLWKLQ IRXU \eaUV RI WKe
 VXUYe\ daWe aQd 0 LI LW dLd QRW. PUedLcWRUV aUe WKe ORJLWV RI
 WKe LPSXWed SeUceQW RI UeVSRQdeQWV aW WKe ILIWLeWK ("aYeUaJe
 cLWL]eQV") RU QLQeWLeWK ("ecRQRPLc eOLWeV") LQcRPe SeUceQWLOe
 WKaW IaYRU WKe SURSRVed SROLc\ cKaQJe, aQd WKe NeW IQWeUeVW-
 GURXS AOLJQPeQW IQde[ deVcULbed LQ WKe We[W. SWaQdaUd eUURUV
 aUe aV\PSWRWLcaOO\ dLVWULbXWLRQ-IUee, aQd aOO aQaO\VeV UeIOecW
 eVWLPaWed PeaVXUePeQW eUURU LQ WKe SUedLcWRUV, aV deVcULbed
 LQ ASSeQdL[ 2. TKe VWaQdaUdL]ed cReIILcLeQWV IRU PRdeO 4 LQ
 WKLV WabOe aUe .01 , .21 , aQd . 1 6 IRU aYeUaJe cLWL]eQV, ecRQRPLc
 eOLWeV, aQd LQWeUeVW JURXSV, UeVSecWLYeO\. N= 1,779.
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 AUWLcOeV _ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 RI ecRQRPLc eOLWeV, aQd WKe QeW aOLJQPeQWV RI RUJaQL]ed
 LQWeUeVW JURXSV - LV VWURQJO\, SRVLWLYeO\, aQd TXLWe VLJQLIL-
 caQd\ UeOaWed WR SROLc\ cKaQJe. LLWde ZRQdeU WKaW eacK
 WKeRUeWLcaO WUadLWLRQ KaV LWV VWURQJ adKeUeQWV.

 BXW WKe SLcWXUe cKaQJeV PaUNedO\ ZKeQ aOO WKUee
 LQdeSeQdeQW YaULabOeV aUe LQcOXded LQ WKe PXOWLYaULaWe
 MRdeO 4 aQd aUe WeVWed aJaLQVW eacK RWKeU. TKe eVWLPaWed
 LPSacW RI aYeUaJe cLWL]eQV' SUeIeUeQceV dURSV SUecLSLWRXVO\,
 WR a QRQ-VLJQLILcaQW, QeaU-]eUR OeYeO. COeaUO\ WKe PedLaQ
 cLWL]eQ RU "PedLaQ YRWeU" aW WKe KeaUW RI WKeRULeV RI

 MaMRULWaULaQ EOecWRUaO DePRcUac\ dReV QRW dR ZeOO ZKeQ
 SXW XS aJaLQVW ecRQRPLc eOLWeV aQd RUJaQL]ed LQWeUeVW
 JURXSV. TKe cKLeI SUedLcWLRQV RI SXUe WKeRULeV RI
 MaMRULWaULaQ EOecWRUaO DePRcUac\ caQ be decLVLYeO\
 UeMecWed. NRW RQO\ dR RUdLQaU\ cLWL]eQV QRW KaYe XQLTXeO\
 VXbVWaQWLaO SRZeU RYeU SROLc\ decLVLRQV; WKe\ KaYe OLWde RU
 QR LQdeSeQdeQW LQIOXeQce RQ SROLc\ aW aOO.

 B\ cRQWUaVW, ecRQRPLc eOLWeV aUe eVWLPaWed WR KaYe
 a TXLWe VXbVWaQWLaO, KLJKO\ VLJQLILcaQW, LQdeSeQdeQW
 LPSacW RQ SROLc\. TKLV dReV QRW PeaQ WKaW WKeRULeV RI
 EcRQRPLc-EOLWe DRPLQaWLRQ aUe ZKROO\ XSKeOd, VLQce RXU
 UeVXOWV LQdLcaWe WKaW LQdLYLdXaO eOLWeV PXVW VKaUe WKeLU

 SROLc\ LQIOXeQce ZLWK RUJaQL]ed LQWeUeVW JURXSV. SWLOO,
 ecRQRPLc eOLWeV VWaQd RXW aV TXLWe LQIOXeQWLaO - PRUe VR
 WKaQ aQ\ RWKeU VeW RI acWRUV VWXdLed KeUe - LQ WKe PaNLQJ RI
 U.S. SXbOLc SROLc\.

 SLPLOaUO\, RUJaQL]ed LQWeUeVW JURXSV (aOO WaNeQ WRJeWKeU,
 IRU QRZ) aUe IRXQd WR KaYe VXbVWaQWLaO LQdeSeQdeQW
 LQIOXeQce RQ SROLc\. AJaLQ, WKe SUedLcWLRQV RI SXUe WKeRULeV
 RI LQWeUeVW-JURXS SOXUaOLVP aUe QRW ZKROO\ XSKeOd, VLQce
 RUJaQL]ed LQWeUeVW JURXSV PXVW VKaUe LQIOXeQce ZLWK
 ecRQRPLcaOO\-eOLWe LQdLYLdXaOV. BXW LQWeUeVW-JURXS aOLJQ-
 PeQWV aUe eVWLPaWed WR KaYe a OaUJe, SRVLWLYe, KLJKO\
 VLJQLILcaQW LPSacW XSRQ SXbOLc SROLc\.

 TKeVe UeVXOWV VXJJeVW WKaW UeaOLW\ LV beVW caSWXUed b\
 PL[ed WKeRULeV LQ ZKLcK bRWK LQdLYLdXaO ecRQRPLc eOLWeV

 aQd RUJaQL]ed LQWeUeVW JURXSV (LQcOXdLQJ cRUSRUaWLRQV,
 OaUJeO\ RZQed aQd cRQWUROOed b\ ZeaOWK\ eOLWeV) SOa\
 a VXbVWaQWLaO SaUW LQ aIIecWLQJ SXbOLc SROLc\, bXW WKe
 JeQeUaO SXbOLc KaV OLWWOe RU QR LQdeSeQdeQW LQIOXeQce.

 TKe UaWKeU ORZ e[SOaQaWRU\ SRZeU RI aOO WKUee LQdeSeQ-
 deQW YaULabOeV WaNeQ WRJeWKeU (ZLWK aQ R-VTXaUed RI
 MXVW .074 LQ MRdeO 4) Pa\ SaUWO\ UeVXOW IURP WKe
 OLPLWaWLRQV RI RXU SUR[\ PeaVXUeV, SaUWLcXOaUO\ ZLWK UeVSecW
 WR ecRQRPLc eOLWeV (VLQce RXU "aIIOXeQW" SUR[\ LV adPLWWedO\

 LPSeUIecW) aQd SeUKaSV ZLWK UeVSecW WR LQWeUeVW JURXSV
 (VLQce RQO\ a VPaOO IUacWLRQ RI SROLWLcaOO\-acWLYe JURXSV aUe
 LQcOXded LQ RXU PeaVXUe). AJaLQ, WKe LPSOLcaWLRQ RI WKeVe
 OLPLWaWLRQV LQ RXU daWa LV WKaW LQWeUeVW JURXSV aQd
 ecRQRPLc eOLWeV acWXaOO\ ZLeOd PRUe SROLc\ LQIOXeQce WKaQ
 RXU eVWLPaWeV LQdLcaWe. BXW LW LV aOVR SRVVLbOe WKaW
 WKeUe Pa\ e[LVW LPSRUWaQW e[SOaQaWRU\ IacWRUV RXWVLde
 WKe WKUee WKeRUeWLcaO WUadLWLRQV addUeVVed LQ WKLV aQaO\VLV.
 OU WKeUe Pa\ be a JUeaW deaO RI LdLRV\QcUaV\ LQ SROLc\
 RXWSXWV, RU YaULaWLRQ acURVV NLQdV RI LVVXeV, WKaW ZRXOd be

 572 PeUVSecWLYeV RQ PROLWLcV

 dLIILcXOW IRU aQ\ JeQeUaO PRdeO WR caSWXUe. WLWK RXU
 SUeVeQW daWa Ze caQQRW WeOO.

 TKe PaJQLWXdeV RI WKe cReIILcLeQWV UeSRUWed LQ WabOe 3
 aUe dLIILcXOW WR LQWeUSUeW becaXVe RI RXU WUaQVIRUPaWLRQV RI

 WKe LQdeSeQdeQW YaULabOeV. A KeOSIXO Za\ WR aVVeVV WKe
 UeOaWLYe LQIOXeQce RI eacK VeW RI acWRUV LV WR cRPSaUe KRZ
 WKe SUedLcWed SURbabLOLW\ RI SROLc\ cKaQJe aOWeUV ZKeQ
 PRYLQJ IURP RQe SRLQW WR aQRWKeU RQ WKeLU dLVWULbXWLRQV RI

 SROLc\ dLVSRVLWLRQV, ZKLOe KROdLQJ RWKeU acWRUV' SUeIeUeQceV
 cRQVWaQW aW WKeLU QeXWUaO SRLQWV (50 SeUceQW IaYRUabOe IRU
 aYeUaJe cLWL]eQV aQd IRU ecRQRPLc eOLWeV, aQd a QeW LQWeUeVW-

 JURXS aOLJQPeQW VcRUe RI 0). TKeVe cKaQJLQJ SURbabLOLWLeV,
 baVed RQ WKe cReIILcLeQWV LQ PRdeO 4 RI WabOe 3, aUe OLQe-

 JUaSKed LQ ILJXUe 1 aORQJ ZLWK baU JUaSKV RI WKe XQdeUO\LQJ
 SUeIeUeQce dLVWULbXWLRQV.

 COeaUO\, ZKeQ RQe KROdV cRQVWaQW QeW LQWeUeVW-JURXS
 aOLJQPeQWV aQd WKe SUeIeUeQceV RI aIIOXeQW APeULcaQV, LW
 PaNeV YeU\ OLWde dLIIeUeQce ZKaW WKe JeQeUaO SXbOLc
 WKLQNV. TKe SURbabLOLW\ RI SROLc\ cKaQJe LV QeaUO\ WKe
 VaPe (aURXQd 0.3) ZKeWKeU a WLQ\ PLQRULW\ RU a OaUJe
 PaMRULW\ RI aYeUaJe cLWL]eQV IaYRU a SURSRVed SROLc\
 cKaQJe (UeIeU WR WKe WRS SaQeO RI ILJXUe 1).

 B\ cRQWUaVW - aJaLQ ZLWK RWKeU acWRUV KeOd cRQVWaQW -
 a SURSRVed SROLc\ cKaQJe ZLWK ORZ VXSSRUW aPRQJ
 ecRQRPLcaOO\-eOLWe APeULcaQV (RQe RXW RI ILYe LQ IaYRU)
 LV adRSWed RQO\ abRXW 18 SeUceQW RI WKe WLPe, ZKLOe
 a SURSRVed cKaQJe ZLWK KLJK VXSSRUW (IRXU RXW RI ILYe LQ
 IaYRU) LV adRSWed abRXW 45 SeUceQW RI WKe WLPe. SLPLOaUO\,
 ZKeQ VXSSRUW IRU SROLc\ cKaQJe LV ORZ aPRQJ LQWeUeVW
 JURXSV (ZLWK ILYe JURXSV VWURQJO\ RSSRVed aQd QRQe LQ
 IaYRU) WKe SURbabLOLW\ RI WKaW SROLc\ cKaQJe RccXUULQJ LV
 RQO\ .16, bXW WKe SURbabLOLW\ ULVeV WR .47 ZKeQ LQWeUeVW
 JURXSV aUe VWURQJO\ IaYRUabOe (UeIeU WR WKe bRWWRP WZR
 SaQeOV RI ILJXUe O).41

 WKeQ bRWK LQWeUeVW JURXSV aQd aIIOXeQW APeULcaQV
 RSSRVe a SROLc\ LW KaV aQ eYeQ ORZeU OLNeOLKRRd RI beLQJ
 adRSWed (WKeVe SURSRVed SROLcLeV cRQVLVW SULPaULO\ RI Wa[
 LQcUeaVeV). AW WKe RWKeU e[WUePe, KLJK OeYeOV RI VXSSRUW
 aPRQJ bRWK LQWeUeVW JURXSV aQd aIIOXeQW APeULcaQV LQcUeaVeV

 WKe SURbabLOLW\ RI adRSWLQJ a SROLc\ cKaQJe, bXW a VWURQJ
 VWaWXV TXR bLaV UePaLQV eYLdeQW. PROLcLeV ZLWK VWURQJ VXSSRUW
 (aV deILQed abRYe) aPRQJ bRWK JURXSV aUe RQO\ adRSWed
 abRXW 56 SeUceQW RI WKe WLPe (VWURQJO\ IaYRUed SROLcLeV LQ RXU
 daWa VeW WKaW IaLOed LQcOXde SURSRVed cXWV LQ Wa[eV, LQcUeaVeV
 LQ Wa[ e[ePSWLRQV, LQcUeaVed edXcaWLRQaO VSeQdLQJ IRU K-12,
 cROOeJe VXSSRUW, aQd SURSRVaOV dXULQJ WKe COLQWRQ adPLQLV-
 WUaWLRQ WR add a SUeVcULSWLRQ dUXJ beQeILW WR MedLcaUe).

 MaMRULWaULaQ EOecWRUaO DePRcUac\
 WKaW aUe Ze WR PaNe RI ILQdLQJV WKaW VeeP WR JS aJaLQVW
 YROXPeV RI SeUVXaVLYe WKeRUL]LQJ aQd PXcK TXaQWLWaWLYe
 UeVeaUcK, b\ aVVeUWLQJ WKaW WKe aYeUaJe cLWL]eQ RU WKe "PedLaQ

 YRWeU" KaV OLWde RU QR LQdeSeQdeQW LQIOXeQce RQ SXbOLc SROLc\?
 AV QRWed, RXU eYLdeQce dReV QRW LQdLcaWe WKaW LQ U.S.

 SROLc\ PaNLQJ WKe aYeUaJe cLWL]eQ aOZa\V ORVeV RXW. SLQce
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 FLJXUe 1
 PUedLcWed SURbabLOLW\ RI SROLc\ adRSWLRQ (daUN
 OLQeV, OeIW a[eV) b\ SROLc\ dLVSRVLWLRQ; WKe
 dLVWULbXWLRQ RI SUeIeUeQceV (JUa\ cROXPQV,
 ULJKW a[eV)

 WKe SUeIeUeQceV RI RUdLQaU\ cLWL]eQV WeQd WR be SRVLWLYeO\
 cRUUeOaWed ZLWK WKe SUeIeUeQceV RI ecRQRPLc eOLWeV, RUdL-
 QaU\ cLWL]eQV RIWeQ ZLQ WKe SROLcLeV WKe\ ZaQW, eYeQ LI WKe\
 aUe PRUe RU OeVV cRLQcLdeQWaO beQeILcLaULeV UaWKeU WKaQ

 caXVeV RI WKe YLcWRU\. TKeUe LV QRW QeceVVaULO\ aQ\
 cRQWUadLcWLRQ aW aOO beWZeeQ RXU ILQdLQJV aQd SaVW bLYaULaWe

 ILQdLQJV RI a URXJKO\ WZR-WKLUdV cRUUeVSRQdeQce beWZeeQ
 acWXaO SROLc\ aQd WKe ZLVKeV RI WKe JeQeUaO SXbOLc, RU RI
 a cORVe cRUUeVSRQdeQce beWZeeQ WKe OLbeUaO/cRQVeUYaWLYe
 "PRRd" RI WKe SXbOLc aQd cKaQJeV LQ SROLc\ PaNLQJ.42 OXU
 PaLQ SRLQW cRQceUQV caXVaO LQIeUeQce: LI LQWeUSUeWed LQ
 WeUPV RI acWXaO caXVaO LPSacW, WKe SULRU ILQdLQJV aSSeaU WR
 be OaUJeO\ RU ZKROO\ VSXULRXV.

 FXUWKeU, WKe LVVXeV abRXW ZKLcK ecRQRPLc eOLWeV aQd
 RUdLQaU\ cLWL]eQV dLVaJUee UeIOecW LPSRUWaQW PaWWeUV,
 LQcOXdLQJ PaQ\ aVSecWV RI WUade UeVWULcWLRQV, Wa[ SROLc\,
 cRUSRUaWe UeJXOaWLRQ, abRUWLRQ, aQd VcKRRO SUa\eU, VR
 WKaW WKe UeVXOWLQJ SROLWLcaO ORVVeV b\ RUdLQaU\ cLWL]eQV
 aUe QRW WULYLaO. MRUeRYeU, Ze PXVW UePePbeU WKaW LQ
 RXU aQaO\VeV WKe SUeIeUeQceV RI WKe aIIOXeQW aUe VeUYLQJ
 aV SUR[LeV IRU WKRVe RI WUXO\ ZeaOWK\ APeULcaQV, ZKR
 Pa\ ZeOO KaYe PRUe SROLWLcaO cORXW WKaQ WKe aIIOXeQW,
 aQd ZKR WeQd WR KaYe SROLc\ SUeIeUeQceV WKaW dLIIeU
 PRUe PaUNedO\ IURP WKRVe RI WKe aYeUaJe cLWL]eQV. TKXV
 eYeQ UaWKeU VOLJKW PeaVXUed dLIIeUeQceV beWZeeQ SUeI-
 eUeQceV RI WKe aIIOXeQW aQd WKe PedLaQ cLWL]eQ Pa\
 VLJQaO VLWXaWLRQV LQ ZKLcK ecRQRPLc-eOLWeV ZaQW VRPe-
 WKLQJ TXLWe dLIIeUeQW IURP PRVW APeULcaQV aQd WKe\
 JeQeUaOO\ JeW WKeLU Za\.

 A ILQaO SRLQW: EYeQ LQ a bLYaULaWe, deVcULSWLYe VeQVe,
 RXU eYLdeQce LQdLcaWeV WKaW WKe UeVSRQVLYeQeVV RI WKe
 U.S. SROLWLcaO V\VWeP ZKeQ WKe JeQeUaO SXbOLc ZaQWV
 JRYeUQPeQW acWLRQ LV VeYeUeO\ OLPLWed. BecaXVe RI WKe
 LPSedLPeQWV WR PaMRULW\ UXOe WKaW ZeUe deOLbeUaWeO\ bXLOW
 LQWR WKe U.S. SROLWLcaO V\VWeP - IedeUaOLVP, VeSaUaWLRQ RI
 SRZeUV, bLcaPeUaOLVP - WRJeWKeU ZLWK IXUWKeU LPSedL-
 PeQWV dXe WR aQWL-PaMRULWaULaQ cRQJUeVVLRQaO UXOeV aQd
 SURcedXUeV, WKe V\VWeP KaV a VXbVWaQWLaO VWaWXV TXR bLaV.
 TKXV ZKeQ SRSXOaU PaMRULWLeV IaYRU WKe VWaWXV TXR,
 RSSRVLQJ a JLYeQ SROLc\ cKaQJe, WKe\ aUe OLNeO\ WR JeW WKeLU
 Za\; bXW ZKeQ a PaMRULW\ - eYeQ a YeU\ OaUJe PaMRULW\ - RI
 WKe SXbOLc IaYRUV cKaQJe, LW LV QRW OLNeO\ WR JeW ZKaW LW
 ZaQWV. IQ RXU 1,779 SROLc\ caVeV, QaUURZ SUR-cKaQJe
 PaMRULWLeV RI WKe SXbOLc JRW WKe SROLc\ cKaQJeV WKe\ ZaQWed
 RQO\ abRXW 30 SeUceQW RI WKe WLPe. MRUe VWULNLQJO\, eYeQ
 RYeUZKeOPLQJO\ OaUJe SUR-cKaQJe PaMRULWLeV, ZLWK 80
 SeUceQW RI WKe SXbOLc IaYRULQJ a SROLc\ cKaQJe, JRW WKaW
 cKaQJe RQO\ abRXW 43 SeUceQW RI WKe WLPe.

 IQ aQ\ caVe, QRUPaWLYe adYRcaWeV RI SRSXOLVWLc
 dePRcUac\ Pa\ QRW be eQWKXVLaVWLc abRXW dePRcUac\ b\
 cRLQcLdeQce, LQ ZKLcK RUdLQaU\ cLWL]eQV JeW ZKaW WKe\
 ZaQW IURP JRYeUQPeQW RQO\ ZKeQ WKe\ KaSSeQ WR aJUee
 ZLWK eOLWeV RU LQWeUeVW JURXSV WKaW aUe UeaOO\ caOOLQJ WKe
 VKRWV. WKeQ SXVK cRPeV WR VKRYe, acWXaO LQIOXeQce
 PaWWeUV.

 EcRQRPLc EOLWeV

 EcRQRPLc-EOLWe DRPLQaWLRQ WKeRULeV dR UaWKeU ZeOO

 LQ RXU aQaO\VLV, eYeQ WKRXJK RXU ILQdLQJV SURbabO\
 XQdeUVWaWe WKe SROLWLcaO LQIOXeQce RI eOLWeV. OXU PeaVXUe
 RI WKe SUeIeUeQceV RI ZeaOWK\ RU eOLWe APeULcaQV - WKRXJK
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 AUWLcOeV _ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 XVeIXO, aQd WKe beVW Ze cRXOd JeQeUaWe IRU a OaUJe VeW RI
 SROLc\ caVeV - LV SURbabO\ OeVV cRQVLVWeQW ZLWK WKe UeOeYaQW
 SUeIeUeQceV WKaQ aUe RXU PeaVXUeV RI WKe YLeZV RI RUdLQaU\

 cLWL]eQV RU WKe aOLJQPeQWV RI eQJaJed LQWeUeVW JURXSV. YeW
 Ze IRXQd VXbVWaQWLaO eVWLPaWed eIIecWV eYeQ ZKeQ XVLQJ
 WKLV LPSeUIecW PeaVXUe. TKe UeaO-ZRUOd LPSacW RI eOLWeV
 XSRQ SXbOLc SROLc\ Pa\ be VWLOO JUeaWeU.

 WKaW Ze caQQRW dR ZLWK WKeVe daWa LV dLVWLQJXLVK
 deILQLWLYeO\ aPRQJ dLIIeUeQW YeUVLRQV RI eOLWe WKeRULeV.
 We caQQRW be VXUe ZKeWKeU Ze aUe caSWXULQJ WKe
 SROLWLcaO LQIOXeQce RI WKe ZeaOWKLeVW APeULcaQV (WKe WRS
 1 SeUceQW RI ZeaOWK-KROdeUV? WKe WRS RQe-WeQWK RI 1
 SeUceQW?), RU, cRQceLYabO\, WKe OeVV aIIOXeQW bXW PRUe
 QXPeURXV cLWL]eQV aURXQd WKe QLQeWLeWK LQcRPe SeUceQ-
 WLOe ZKRVe SUeIeUeQceV aUe dLUecWO\ JaXJed b\ RXU
 PeaVXUe.

 IQ aQ\ caVe, Ze Qeed WR UeLWeUaWe WKaW RXU daWa cRQceUQ
 ecRQRPLc eOLWeV. IQcRPe aQd ZeaOWK WeQd WR be SRVLWLYeO\
 cRUUeOaWed ZLWK RWKeU dLPeQVLRQV RI eOLWe VWaWXV, VXcK aV

 KLJK VRcLaO VWaQdLQJ aQd WKe RccXSaQc\ RI KLJK-OeYeO
 LQVWLWXWLRQaO SRVLWLRQV, bXW WKe\ aUe QRW WKe VaPe WKLQJ.
 We caQQRW Va\ aQ\WKLQJ dLUecd\ abRXW WKe QRQ-ecRQRPLc
 aVSecWV RI ceUWaLQ eOLWe WKeRULeV, eVSecLaOO\ WKRVe WKaW
 ePSKaVL]e acWRUV ZKR Pa\ QRW be KLJKO\ SaLd, VXcK aV
 SXbOLc RIILcLaOV aQd SROLWLcaO SaUW\ acWLYLVWV.

 OUJaQL]ed IQWeUeVW GURXSV

 OXU ILQdLQJV RI VXbVWaQWLaO LQIOXeQce b\ LQWeUeVW JURXSV LV
 SaUWLcXOaUO\ VWULNLQJ becaXVe OLWde RU QR SUeYLRXV UeVeaUcK
 KaV beeQ abOe WR eVWLPaWe WKe e[WeQW RI JURXS LQIOXeQce
 ZKLOe cRQWUROOLQJ IRU WKe SUeIeUeQceV RI RWKeU Ne\ QRQ-
 JRYeUQPeQWaO acWRUV. OXU eYLdeQce cOeaUO\ LQdLcaWeV
 WKaW - cRQWUROOLQJ IRU WKe LQIOXeQce RI bRWK WKe aYeUaJe
 cLWL]eQ aQd ecRQRPLc eOLWeV - RUJaQL]ed LQWeUeVW JURXSV
 KaYe a YeU\ VXbVWaQWLaO LQdeSeQdeQW LPSacW XSRQ SXbOLc
 SROLc\. TKeRULeV RI LQWeUeVW-JURXS SOXUaOLVP JaLQ a VWURQJ
 PeaVXUe RI ePSLULcaO VXSSRUW.
 HeUe, WRR, WKe LPSeUIecWLRQV RI RXU PeaVXUe RI

 LQWeUeVW-JURXS aOLJQPeQW (WKRXJK SURbabO\ OeVV VeYeUe
 WKaQ LQ WKe caVe RI ecRQRPLcaOO\-eOLWe LQdLYLdXaOV)
 VXJJeVW, a IRUWLRUL , WKaW WKe acWXaO LQIOXeQce RI RUJaQL]ed
 JURXSV Pa\ be eYeQ JUeaWeU WKaQ Ze KaYe IRXQd. II Ze Kad
 daWa RQ WKe acWLYLW\ RI WKe WKRXVaQdV RI JURXSV QRW
 LQcOXded LQ RXU QeW LQWeUeVW-JURXS aOLJQPeQW PeaVXUe, Ze
 PLJKW ILQd PaQ\ caVeV LQ ZKLcK a JURXS (SeUKaSV
 XQRSSRVed b\ aQ\ RWKeU JURXSV) JRW LWV Za\. TKLV PLJKW
 be SaUWLcXOaUO\ WUXe RI QaUURZ LVVXeV OLNe VSecLaO Wa[ bUeaNV
 RU VXbVLdLeV aLPed aW MXVW RQe RU WZR bXVLQeVV ILUPV,
 ZKLcK aUe XQdeUUeSUeVeQWed LQ RXU VeW RI UeOaWLYeO\ KLJK-
 VaOLeQce SROLcLeV. (OXU daWa VeW LQcOXdeV RQO\ SROLcLeV
 WKRXJKW WR be LPSRUWaQW eQRXJK IRU a QaWLRQaO RSLQLRQ
 VXUYe\ WR aVN a TXeVWLRQ abRXW LW.)

 AQ LPSRUWaQW IeaWXUe RI LQWeUeVW JURXS LQIOXeQce LV WKaW
 LW LV RIWeQ deSOR\ed aJaLQVW SURSRVed SROLc\ cKaQJeV. OQ
 WKe 1,357 SURSRVed SROLc\ cKaQJeV IRU ZKLcK aW OeaVW RQe

 574 PeUVSecWLYeV RQ PROLWLcV

 LQWeUeVW JURXS ZaV cRded aV IaYRULQJ RU RSSRVLQJ cKaQJe,
 LQ RQO\ 36 SeUceQW RI WKe caVeV dLd PRVW JURXSV IaYRU
 cKaQJe, ZKLOe LQ 55 SeUceQW RI WKe caVeV PRVW JURXSV
 RSSRVed cKaQJe. (TKe UePaLQLQJ caVeV LQYROYed eTXaO
 QXPbeUV IRU aQd aJaLQVW.)43

 DLVWLQJXLVKLQJ beWZeeQ MaMRULWaULaQ POXUaOLVP
 aQd BLaVed POXUaOLVP

 CaQ Ze Va\ aQ\WKLQJ IXUWKeU abRXW ZKeWKeU SURceVVeV RI
 LQWeUeVW-JURXS LQIOXeQce PRUe cORVeO\ UeVePbOe TUXPaQ-
 OLNe, bURadO\ UeSUeVeQWaWLYe MaMRULWaULaQ POXUaOLVP, RU
 ScKaWWVcKQeLdeU-VW\Oe "BLaVed" POXUaOLVP, LQ ZKLcK bXVL-
 QeVV LQWeUeVWV, SURIeVVLRQaO aVVRcLaWLRQV, aQd cRUSRUaWLRQV
 SOa\ WKe dRPLQaQW SaUW?

 We KaYe aOUead\ UeSRUWed VeYeUaO ILQdLQJV WKaW caVW
 VeULRXV dRXbW XSRQ MaMRULWaULaQ POXUaOLVP. II WKe QeW
 UeVXOWV RI LQWeUeVW-JURXS VWUXJJOe ZeUe WR KeOS aYeUaJe
 cLWL]eQV JeW WKeLU Za\ - ZLWK RUJaQL]ed JURXSV SeUKaSV
 UeSUeVeQWLQJ cLWL]eQV PRUe eIIecWLYeO\ WKaQ SROLWLcaOO\-
 LQaWWeQWLYe APeULcaQV cRXOd dR IRU WKePVeOYeV - Ze ZRXOd

 e[SecW WKaW WKe QeW aOLJQPeQW RI LQWeUeVW JURXSV ZRXOd be
 SRVLWLYeO\ aQd VWURQJO\ cRUUeOaWed ZLWK WKe SROLc\ SUeIeU-
 eQceV RI WKe aYeUaJe cLWL]eQ. BXW Ze NQRZ IURP WabOe 2 WKaW
 WKe\ aUe QRW LQ IacW VLJQLILcaQd\ cRUUeOaWed aW aOO. IQWeUeVW-
 JURXS aOLJQPeQWV aUe aOPRVW WRWaOO\ XQUeOaWed WR WKe
 SUeIeUeQceV RI aYeUaJe cLWL]eQV. MRUeRYeU, WKeUe LV QR
 LQdLcaWLRQ WKaW RIILcLaOV' aQWLcLSaWLRQ RI UeacWLRQV IURP
 "SRWeQWLaO JURXSV" bULQJV SROLcLeV LQ OLQe ZLWK ZKaW cLWL]eQV
 ZaQW.44 EPSLULcaO VXSSRUW IRU MaMRULWaULaQ POXUaOLVP
 ORRNV YeU\ VKaN\, LQdeed. We aOVR NQRZ WKaW WKe cRPSR-
 VLWLRQ RI WKe U.S. LQWeUeVW-JURXS XQLYeUVe LV KeaYLO\ WLOWed
 WRZaUd cRUSRUaWLRQV aQd bXVLQeVV aQd SURIeVVLRQaO aVVRcL-
 aWLRQV.45 TKLV IacW ceUWaLQO\ SRLQWV WRZaUd BLaVed UaWKeU
 WKaQ MaMRULWaULaQ POXUaOLVP.

 TR JR a VWeS IXUWKeU, WKeRULeV RI MaMRULWaULaQ POXUaOLVP
 SUedLcW UeOaWLYeO\ PRUe LQdeSeQdeQW LQIOXeQce XSRQ
 SROLc\ b\ PaVV-baVed LQWeUeVW JURXSV WKaQ dR WKeRULeV RI
 BLaVed POXUaOLVP. IW Pa\ be XVeIXO, WKeUeIRUe, WR dLVWLQ-
 JXLVK beWZeeQ PaVV-baVed aQd bXVLQeVV-RULeQWed LQWeUeVW
 JURXSV aQd WR LQYeVWLJaWe KRZ PXcK SROLc\ LQIOXeQce eacK
 JURXS acWXaOO\ KaV.

 AccRUdLQJO\, Ze cRPSXWed VeSaUaWe QeW-LQWeUeVW-JURXS-
 aOLJQPeQW LQdLceV IRU bXVLQeVV-RULeQWed aQd IRU PaVV-
 baVed JURXSV (UeIeU WR ASSeQdL[ 1 IRU OLVWV RI eacK) aQd
 LQcOXded bRWK RI WKeP LQ a QeZ PXOWLYaULaWe aQaO\VLV,
 aORQJ ZLWK WKe SUeIeUeQceV RI aYeUaJe cLWL]eQV aQd
 ecRQRPLc eOLWeV - dURSSLQJ RXU SUeYLRXV PeaVXUe RI WKe
 QeW aOLJQPeQW RI aOO LQWeUeVW JURXSV.

 TKe UeVXOWV RI WKLV aQaO\VLV aUe JLYeQ LQ WabOe 4. COeaUO\
 WKe SUedLcWLRQV RI BLaVed POXUaOLVP WKeRULeV IaUe VXbVWaQ-
 WLaOO\ beWWeU WKaQ WKRVe RI MaMRULWaULaQ POXUaOLVP WKeRULeV.
 TKe LQIOXeQce cReIILcLeQWV IRU bRWK PaVV-baVed aQd

 bXVLQeVV-RULeQWed LQWeUeVW JURXSV aUe SRVLWLYe aQd KLJKO\
 VLJQLILcaQW VWaWLVWLcaOO\, bXW WKe cReIILcLeQW IRU bXVLQeVV
 JURXSV LV QeaUO\ WZLce aV OaUJe aV WKaW IRU WKe PaVV JURXSV.
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 TabOe 4

 TKe VeSaUaWe SROLc\ LPSacW RI bXVLQeVV-
 RULeQWed aQd PaVV-baVed LQWeUeVW JURXSV
 AYeUaJe cLWL]eQV' SUeIeUeQceV .05

 (.08)
 EcRQRPLc eOLWeV' SUeIeUeQceV .78

 (.08)***
 MaVV-baVed LQWeUeVW JURXSV .24

 (.07)***
 BXVLQeVV LQWeUeVW JURXSV .43

 (.08)***
 R-VT .07

 ***S<.001

 NRWe: AOO SUedLcWRUV aUe VcaOed WR UaQJe IURP 0 WR 1.
 TKe deSeQdeQW YaULabOe LV WKe SROLc\ RXWcRPe, cRded 1 LI
 WKe SURSRVed SROLc\ cKaQJe WRRN SOace ZLWKLQ IRXU \eaUV RI WKe
 VXUYe\ daWe aQd 0 LI LW dLd QRW. PUedLcWRUV aUe WKe ORJLWV RI
 WKe LPSXWed SeUceQW RI UeVSRQdeQWV aW WKe ILIWLeWK ("aYeUaJe
 cLWL]eQV") RU QLQeWLeWK ("ecRQRPLc eOLWeV") LQcRPe SeUceQWLOe
 WKaW IaYRU WKe SURSRVed SROLc\ cKaQJe, aQd WKe NeW IQWeUeVW-
 GURXS AOLJQPeQW IQdLceV deVcULbed LQ WKe We[W. SWaQdaUd eUURUV
 aUe aV\PSWRWLcaOO\ dLVWULbXWLRQ-IUee, aQd aOO aQaO\VeV UeIOecW
 eVWLPaWed PeaVXUePeQW eUURU LQ WKe SUedLcWRUV, aV deVcULbed LQ
 ASSeQdL[ 2. N= 1,779.

 MRUeRYeU, ZKeQ Ze UeVWULcWed WKLV VaPe aQaO\VLV WR WKe
 VPaOOeU VeW RI LVVXeV XSRQ ZKLcK bRWK W\SeV RI JURXSV
 WRRN SRVLWLRQV - WKaW LV, ZKeQ Ze cRQVLdeUed RQO\ caVeV LQ
 ZKLcK bXVLQeVV-baVed aQd PaVV-baVed LQWeUeVW JURXSV
 ZeUe dLUecWO\ eQJaJed ZLWK eacK RWKeU - WKe cRQWUaVW
 beWZeeQ WKe eVWLPaWed LPSacW RI WKe WZR W\SeV RI JURXSV
 ZaV eYeQ JUeaWeU.46

 TKe adYaQWaJe RI bXVLQeVV-RULeQWed JURXSV LQ VKaSLQJ
 SROLc\ RXWcRPeV UeIOecWV WKeLU QXPeULcaO adYaQWaJe ZLWKLQ
 WKe LQWeUeVW-JURXS XQLYeUVe LQ WaVKLQJWRQ, aQd aOVR WKe
 LQIUeTXeQc\ ZLWK ZKLcK bXVLQeVV JURXSV aUe IRXQd
 VLPXOWaQeRXVO\ RQ bRWK VLdeV RI a SURSRVed SROLc\
 cKaQJe.47 BRWK WKeVe IacWRUV (QXPeULcaO dRPLQaQce aQd
 UeOaWLYe cRKeVLRQ) SOa\ a SaUW LQ WKe PXcK VWURQJeU
 cRUUeOaWLRQ RI WKe RYeUaOO LQWeUeVW-JURXS aOLJQPeQW LQde[
 ZLWK bXVLQeVV JURXSV WKaQ ZLWK PaVV-RULeQWed JURXSV (.96
 YeUVXV .47, WabOe 2). TKe LPSRUWaQce RI bXVLQeVV JURXSV'
 QXPeULcaO adYaQWaJe LV aOVR UeYeaOed ZKeQ Ze UeVcaOe RXU
 PeaVXUeV RI bXVLQeVV aQd PaVV-RULeQWed LQWeUeVW-JURXS
 aOLJQPeQWV WR UeIOecW WKe dLIIeULQJ QXPbeU RI JURXSV LQ
 eacK RI WKeVe caWeJRULeV. UVLQJ WKLV UeVcaOed PeaVXUe,
 a SaUaOOeO aQaO\VLV WR WKaW LQ WabOe 4 VKRZV WKaW RQ
 a JURXS-IRU-JURXS baVLV WKe aYeUaJe LQdLYLdXaO bXVLQeVV
 JURXS aQd WKe aYeUaJe PaVV-RULeQWed JURXS aSSeaUV WR be
 abRXW eTXaOO\ LQIOXeQWLaO. TKe JUeaWeU WRWaO LQIOXeQce RI
 bXVLQeVV JURXSV LQ RXU aQaO\VLV UeVXOWV cKLeIO\ IURP WKe IacW
 WKaW PRUe RI WKeP aUe JeQeUaOO\ eQJaJed RQ eacK LVVXe
 (URXJKO\ WZLce aV PaQ\, RQ aYeUaJe), QRW WKaW a VLQJOe
 bXVLQeVV-RULeQWed JURXS KaV PRUe cORXW RQ aYeUaJe WKaQ
 a VLQJOe PaVV-baVed JURXS.48

 TaNeQ aV a ZKROe, WKeQ, RXU eYLdeQce VWURQJO\ LQdLcaWeV
 WKaW WKeRULeV RI BLaVed POXUaOLVP aUe PRUe deVcULSWLYe RI
 SROLWLcaO UeaOLW\ WKaQ aUe WKeRULeV RI MaMRULWaULaQ POXUaO-
 LVP. IW LV VLPSO\ QRW WKe caVe WKaW a KRVW RI dLYeUVe,
 bURadO\-baVed LQWeUeVW JURXSV WaNe SROLc\ VWaQdV - aQd
 bULQJ abRXW acWXaO SROLcLeV - WKaW UeIOecW ZKaW WKe JeQeUaO
 SXbOLc ZaQWV. IQWeUeVW JURXSV aV a ZKROe dR QRW VeeN WKe
 VaPe SROLcLeV aV aYeUaJe cLWL]eQV dR. "PRWeQWLaO JURXSV" dR
 QRW ILOO WKe JaS. ReOaWLYeO\ IeZ PaVV-baVed LQWeUeVW JURXSV
 aUe acWLYe, WKe\ dR QRW (LQ WKe aJJUeJaWe) UeSUeVeQW WKe
 SXbOLc YeU\ ZeOO, aQd WKe\ KaYe OeVV cROOecWLYe LPSacW RQ
 SROLc\ WKaQ dR bXVLQeVV-RULeQWed JURXSV - ZKRVe VWaQdV
 WeQd WR be QeJaWLYeO\ UeOaWed WR WKe SUeIeUeQceV RI aYeUaJe
 cLWL]eQV. TKeVe bXVLQeVV JURXSV aUe IaU PRUe QXPeURXV aQd
 acWLYe; WKe\ VSeQd PXcK PRUe PRQe\; aQd WKe\ WeQd WR JeW
 WKeLU Za\.

 TabOe 4 aOVR cRQILUPV RXU eaUOLeU ILQdLQJV abRXW
 ecRQRPLc eOLWeV aQd PedLaQ YRWeUV. WKeQ WKe aOLJQPeQWV
 RI bXVLQeVV-RULeQWed aQd PaVV-baVed LQWeUeVW JURXSV aUe
 LQcOXded VeSaUaWeO\ LQ a PXOWLYaULaWe PRdeO, aYeUaJe
 cLWL]eQV' SUeIeUeQceV cRQWLQXe WR KaYe eVVeQWLaOO\ ]eUR
 eVWLPaWed LPSacW XSRQ SROLc\ cKaQJe, ZKLOe ecRQRPLc
 eOLWeV aUe VWLOO eVWLPaWed WR KaYe a YeU\ OaUJe, SRVLWLYe,
 LQdeSeQdeQW LPSacW.

 APeULcaQ DePRcUac\?
 EacK RI RXU IRXU WKeRUeWLcaO WUadLWLRQV (MaMRULWaULaQ
 EOecWRUaO DePRcUac\, EcRQRPLc-EOLWe DRPLQaWLRQ,
 MaMRULWaULaQ IQWeUeVW-GURXS POXUaOLVP, aQd BLaVed
 POXUaOLVP) ePSKaVL]eV dLIIeUeQW VeWV RI acWRUV aV cULWLcaO
 LQ deWeUPLQLQJ U.S. SROLc\ RXWcRPeV, aQd eacK WUadLWLRQ
 KaV eQJeQdeUed a OaUJe ePSLULcaO OLWeUaWXUe WKaW VeePV WR
 VKRZ a SaUWLcXOaU VeW RI acWRUV WR be KLJKO\ LQIOXeQWLaO. YeW
 QeaUO\ aOO WKe ePSLULcaO eYLdeQce KaV beeQ eVVeQWLaOO\
 bLYaULaWe. UQWLO YeU\ UeceQWO\ LW KaV QRW beeQ SRVVLbOe WR
 WeVW WKeVe WKeRULeV aJaLQVW eacK RWKeU LQ a V\VWePaWLc,
 TXaQWLWaWLYe IaVKLRQ.

 B\ dLUecWO\ SLWWLQJ WKe SUedLcWLRQV RI LdeaO-W\Se WKeRULeV

 aJaLQVW eacK RWKeU ZLWKLQ a VLQJOe VWaWLVWLcaO PRdeO (XVLQJ
 a XQLTXe daWa VeW WKaW LQcOXdeV LPSeUIecW bXW XVeIXO
 PeaVXUeV RI WKe Ne\ LQdeSeQdeQW YaULabOeV IRU QeaUO\ WZR
 WKRXVaQd SROLc\ LVVXeV), Ze KaYe beeQ abOe WR SURdXce
 VRPe VWULNLQJ ILQdLQJV. OQe LV WKe QeaUO\ WRWaO IaLOXUe RI
 "PedLaQ YRWeU" aQd RWKeU MaMRULWaULaQ EOecWRUaO DePRc-
 Uac\ WKeRULeV. WKeQ WKe SUeIeUeQceV RI ecRQRPLc eOLWeV aQd
 WKe VWaQdV RI RUJaQL]ed LQWeUeVW JURXSV aUe cRQWUROOed IRU,
 WKe SUeIeUeQceV RI WKe aYeUaJe APeULcaQ aSSeaU WR KaYe
 RQO\ a PLQXVcXOe, QeaU-]eUR, VWaWLVWLcaOO\ QRQ-VLJQLILcaQW
 LPSacW XSRQ SXbOLc SROLc\.

 TKe IaLOXUe RI WKeRULeV RI MaMRULWaULaQ EOecWRUaO
 DePRcUac\ LV aOO WKe PRUe VWULNLQJ becaXVe LW JReV aJaLQVW
 WKe OLNeO\ eIIecWV RI WKe OLPLWaWLRQV RI RXU daWa. TKe
 SUeIeUeQceV RI RUdLQaU\ cLWL]eQV ZeUe PeaVXUed PRUe
 dLUecWO\ WKaQ RXU RWKeU LQdeSeQdeQW YaULabOeV, \eW WKe\
 aUe eVWLPaWed WR KaYe WKe OeaVW eIIecW.
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 AUWLcOeV þ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 NRU dR RUJaQL]ed LQWeUeVW JURXSV VXbVWLWXWe IRU dLUecW
 cLWL]eQ LQIOXeQce, b\ ePbRd\LQJ cLWL]eQV' ZLOO aQd eQVXU-
 LQJ WKaW WKeLU ZLVKeV SUeYaLO LQ WKe IaVKLRQ SRVWXOaWed b\
 WKeRULeV RI MaMRULWaULaQ POXUaOLVP. IQWeUeVW JURXSV dR KaYe
 VXbVWaQWLaO LQdeSeQdeQW LPSacWV RQ SROLc\, aQd a IeZ
 JURXSV (SaUWLcXOaUO\ OabRU XQLRQV) UeSUeVeQW aYeUaJe cLWL-
 ]eQV' YLeZV UeaVRQabO\ ZeOO. BXW WKe LQWeUeVW-JURXS V\VWeP
 aV a ZKROe dReV QRW. OYeUaOO, QeW LQWeUeVW-JURXS aOLJQPeQWV
 aUe QRW VLJQLILcaQWO\ UeOaWed WR WKe SUeIeUeQceV RI aYeUaJe
 cLWL]eQV. TKe QeW aOLJQPeQWV RI WKe PRVW LQIOXeQWLaO,
 bXVLQeVV-RULeQWed JURXSV aUe QeJaWLYeO\ UeOaWed WR WKe
 aYeUaJe cLWL]eQ'V ZLVKeV. SR e[LVWLQJ LQWeUeVW JURXSV dR
 QRW VeUYe eIIecWLYeO\ aV WUaQVPLVVLRQ beOWV IRU WKe ZLVKeV RI

 WKe SRSXOace aV a ZKROe. "PRWeQWLaO JURXSV" dR QRW WaNe XS
 WKe VOacN, eLWKeU, VLQce aYeUaJe cLWL]eQV' SUeIeUeQceV KaYe
 OLWWOe RU QR LQdeSeQdeQW LPSacW RQ SROLc\ aIWeU e[LVWLQJ
 JURXSV' VWaQdV aUe cRQWUROOed IRU.

 FXUWKeUPRUe, WKe SUeIeUeQceV RI ecRQRPLc eOLWeV (aV
 PeaVXUed b\ RXU SUR[\, WKe SUeIeUeQceV RI "aIIOXeQW"
 cLWL]eQV) KaYe IaU PRUe LQdeSeQdeQW LPSacW XSRQ SROLc\
 cKaQJe WKaQ WKe SUeIeUeQceV RI aYeUaJe cLWL]eQV dR. TR be
 VXUe, WKLV dReV QRW PeaQ WKaW RUdLQaU\ cLWL]eQV aOZa\V
 ORVe RXW; WKe\ IaLUO\ RIWeQ JeW WKe SROLcLeV WKe\ IaYRU, bXW
 RQO\ becaXVe WKRVe SROLcLeV KaSSeQ aOVR WR be SUeIeUUed
 b\ WKe ecRQRPLcaOO\-eOLWe cLWL]eQV ZKR ZLeOd WKe acWXaO
 LQIOXeQce.

 OI cRXUVe RXU ILQdLQJV VSeaN PRVW dLUecWO\ WR WKe "ILUVW
 Iace" RI SRZeU: WKe abLOLW\ RI acWRUV WR VKaSe SROLc\
 RXWcRPeV RQ cRQWeVWed LVVXeV. BXW WKe\ aOVR UeIOecW - WR
 VRPe deJUee, aW OeaVW - WKe "VecRQd Iace" RI SRZeU: WKe
 abLOLW\ WR VKaSe WKe aJeQda RI LVVXeV WKaW SROLc\ PaNeUV
 cRQVLdeU. TKe VeW RI SROLc\ aOWeUQaWLYeV WKaW Ze aQaO\]e LV
 cRQVLdeUabO\ bURadeU WKaQ WKe VeW dLVcXVVed VeULRXVO\ b\
 SROLc\ PaNeUV RU bURXJKW WR a YRWe LQ CRQJUeVV, aQd RXU
 aOWeUQaWLYeV aUe (RQ aYeUaJe) PRUe SRSXOaU aPRQJ WKe
 JeQeUaO SXbOLc WKaQ aPRQJ LQWeUeVW JURXSV. TKXV WKe IaWe
 RI WKeVe SROLcLeV caQ UeIOecW SROLc\ PaNeUV' UeIXVLQJ WR
 cRQVLdeU WKeP UaWKeU WKaQ cRQVLdeULQJ bXW UeMecWLQJ WKeP.
 (FURP RXU daWa Ze caQQRW dLVWLQJXLVK beWZeeQ WKe WZR.)
 OXU UeVXOWV VSeaN OeVV cOeaUO\ WR WKe "WKLUd Iace" RI
 SRZeU: WKe abLOLW\ RI eOLWeV WR VKaSe WKe SXbOLc'V
 SUeIeUeQceV.49 We NQRZ WKaW LQWeUeVW JURXSV aQd SROLc\
 PaNeUV WKePVeOYeV RIWeQ deYRWe cRQVLdeUabOe eIIRUW WR

 VKaSLQJ RSLQLRQ. II WKe\ aUe VXcceVVIXO, WKLV PLJKW KeOS
 e[SOaLQ WKe KLJK cRUUeOaWLRQ Ze ILQd beWZeeQ eOLWe aQd
 PaVV SUeIeUeQceV. BXW LW caQQRW KaYe JUeaWO\ LQIOaWed RXU
 eVWLPaWe RI aYeUaJe cLWL]eQV' LQIOXeQce RQ SROLc\ PaNLQJ,
 ZKLcK LV QeaU ]eUR.

 WKaW dR RXU ILQdLQJV Va\ abRXW dePRcUac\ LQ
 APeULca? TKe\ ceUWaLQO\ cRQVWLWXWe WURXbOLQJ QeZV IRU
 adYRcaWeV RI "SRSXOLVWLc" dePRcUac\, ZKR ZaQW JRYeUQ-
 PeQWV WR UeVSRQd SULPaULO\ RU e[cOXVLYeO\ WR WKe SROLc\
 SUeIeUeQceV RI WKeLU cLWL]eQV. IQ WKe UQLWed SWaWeV, RXU
 ILQdLQJV LQdLcaWe, WKe PaMRULW\ dReV QRW UXOe - aW OeaVW QRW
 LQ WKe caXVaO VeQVe RI acWXaOO\ deWeUPLQLQJ SROLc\ RXWcRPeV.

 576 PeUVSecWLYeV RQ PROLWLcV

 WKeQ a PaMRULW\ RI cLWL]eQV dLVaJUeeV ZLWK ecRQRPLc eOLWeV
 RU ZLWK RUJaQL]ed LQWeUeVWV, WKe\ JeQeUaOO\ ORVe. MRUeRYeU,
 becaXVe RI WKe VWURQJ VWaWXV TXR bLaV bXLOW LQWR WKe
 U.S. SROLWLcaO V\VWeP, eYeQ ZKeQ IaLUO\ OaUJe PaMRULWLeV RI
 APeULcaQV IaYRU SROLc\ cKaQJe, WKe\ JeQeUaOO\ dR QRW JeW LW.

 A SRVVLbOe RbMecWLRQ WR SRSXOLVWLc dePRcUac\ LV WKaW
 aYeUaJe cLWL]eQV aUe LQaWWeQWLYe WR SROLWLcV aQd LJQRUaQW
 abRXW SXbOLc SROLc\; ZK\ VKRXOd Ze ZRUU\ LI WKeLU SRRUO\-
 LQIRUPed SUeIeUeQceV dR QRW LQIOXeQce SROLc\ PaNLQJ?
 PeUKaSV ecRQRPLc eOLWeV aQd LQWeUeVW-JURXS OeadeUV eQMR\
 JUeaWeU SROLc\ e[SeUWLVe WKaQ WKe aYeUaJe cLWL]eQ dReV.
 PeUKaSV WKe\ NQRZ beWWeU ZKLcK SROLcLeV ZLOO beQeILW
 eYeU\RQe, aQd SeUKaSV WKe\ VeeN WKe cRPPRQ JRRd,
 UaWKeU WKaQ VeOILVK eQdV, ZKeQ decLdLQJ ZKLcK SROLcLeV WR
 VXSSRUW.

 BXW Ze WeQd WR dRXbW LW. We beOLeYe LQVWead WKaW -

 cROOecWLYeO\ - RUdLQaU\ cLWL]eQV JeQeUaOO\ NQRZ WKeLU RZQ
 YaOXeV aQd LQWeUeVWV SUeWW\ ZeOO, aQd WKaW WKeLU e[SUeVVed
 SROLc\ SUeIeUeQceV aUe ZRUWK\ RI UeVSecW.50 MRUeRYeU, Ze
 aUe QRW VR VXUe abRXW WKe LQIRUPaWLRQaO adYaQWaJeV RI eOLWeV.
 YeV, deWaLOed SROLc\ NQRZOedJe WeQdV WR ULVe ZLWK LQcRPe
 aQd VWaWXV. SXUeO\ ZeaOWK\ APeULcaQV aQd cRUSRUaWe
 e[ecXWLYeV WeQd WR NQRZ a ORW abRXW Wa[ aQd UeJXOaWRU\
 SROLcLeV WKaW dLUecWO\ aIIecW WKeP. BXW KRZ PXcK dR WKe\
 NQRZ abRXW WKe KXPaQ LPSacW RI SRcLaO SecXULW\, MedL-
 caUe, IRRd VWaPSV, RU XQePSOR\PeQW LQVXUaQce, QRQe RI
 ZKLcK LV OLNeO\ WR be cUXcLaO WR WKeLU RZQ ZeOO-beLQJ? MRVW
 LPSRUWaQW, Ze Vee QR UeaVRQ WR WKLQN WKaW LQIRUPaWLRQaO
 e[SeUWLVe LV aOZa\V accRPSaQLed b\ aQ LQcOLQaWLRQ WR
 WUaQVceQd RQe'V RZQ LQWeUeVWV RU a deWeUPLQaWLRQ WR ZRUN

 IRU WKe cRPPRQ JRRd.
 AOO LQ aOO, Ze beOLeYe WKaW WKe SXbOLc LV OLNeO\ WR be

 a PRUe ceUWaLQ JXaUdLaQ RI LWV RZQ LQWeUeVWV WKaQ aQ\
 IeaVLbOe aOWeUQaWLYe.

 LeaYLQJ aVLde WKe dLIILcXOW LVVXe RI dLYeUJeQW LQWeUeVWV
 aQd PRWLYeV, Ze ZRXOd XUJe WKaW WKe VXSeULRU ZLVdRP RI
 ecRQRPLc eOLWeV RU RUJaQL]ed LQWeUeVW JURXSV VKRXOd QRW
 VLPSO\ be aVVXPed. IW VKRXOd be SXW WR ePSLULcaO WeVW.
 NeZ ePSLULcaO UeVeaUcK ZLOO be Qeeded WR SLQ dRZQ
 SUecLVeO\ ZKR NQRZV KRZ PXcK, aQd ZKaW, abRXW ZKLcK
 SXbOLc SROLcLeV.

 OXU ILQdLQJV aOVR SRLQW WRZaUd WKe Qeed WR OeaUQ PRUe
 abRXW e[acWO\ ZKLcK ecRQRPLc eOLWeV (WKe "PeUeO\ aIIOX-
 eQW"? WKe WRS 1 SeUceQW? WKe WRS RQe-WeQWK RI 1 SeUceQW?)
 KaYe KRZ PXcK LPSacW XSRQ SXbOLc SROLc\, aQd WR ZKaW
 eQdV WKe\ ZLeOd WKeLU LQIOXeQce. SLPLOaU TXeVWLRQV aULVe
 abRXW WKe SUecLVe e[WeQW RI LQIOXeQce RI SaUWLcXOaU VeWV RI
 RUJaQL]ed LQWeUeVW JURXSV. AQd Ze Qeed WR NQRZ PRUe
 abRXW WKe SROLc\ SUeIeUeQceV aQd WKe SROLWLcaO LQIOXeQce RI
 YaULRXV acWRUV QRW cRQVLdeUed KeUe, LQcOXdLQJ SROLWLcaO
 SaUW\ acWLYLVWV, JRYeUQPeQW RIILcLaOV, aQd RWKeU QRQ-
 ecRQRPLc eOLWeV. We KRSe WKaW RXU ZRUN ZLOO eQcRXUaJe
 IXUWKeU e[SORUaWLRQ RI WKeVe LVVXeV.

 DeVSLWe WKe VeePLQJO\ VWURQJ ePSLULcaO VXSSRUW LQ
 SUeYLRXV VWXdLeV IRU WKeRULeV RI PaMRULWaULaQ dePRcUac\,
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 RXU aQaO\VeV VXJJeVW WKaW PaMRULWLeV RI WKe APeULcaQ
 SXbOLc acWXaOO\ KaYe OLWWOe LQIOXeQce RYeU WKe SROLcLeV RXU
 JRYeUQPeQW adRSWV. APeULcaQV dR eQMR\ PaQ\ IeaWXUeV
 ceQWUaO WR dePRcUaWLc JRYeUQaQce, VXcK aV UeJXOaU eOec-
 WLRQV, IUeedRP RI VSeecK aQd aVVRcLaWLRQ, aQd a ZLde-
 VSUead (LI VWLOO cRQWeVWed) IUaQcKLVe. BXW Ze beOLeYe WKaW LI
 SROLc\PaNLQJ LV dRPLQaWed b\ SRZeUIXO bXVLQeVV RUJaQ-
 L]aWLRQV aQd a VPaOO QXPbeU RI aIIOXeQW APeULcaQV, WKeQ

 APeULca'V cOaLPV WR beLQJ a dePRcUaWLc VRcLeW\ aUe VeULRXVO\
 WKUeaWeQed.

 NRWeV

 1 TRcTXeYLOOe 2000, 235-49. TRcTXeYLOOe IRcXVed RQ
 VWaWe JRYeUQPeQWV, ZKLcK Ke VaLd "UeaOO\ dLUecW [ed]"
 APeULcaQ VRcLeW\; Ke QRWed WKaW WKe FRXQdeUV Kad
 LPSRVed OLPLWV RQ dLUecW dePRcUac\ LQ WKe IedeUaO
 JRYeUQPeQW (235, Q. 1.) YeW Ke aVVeUWed LQ JeQeUaO
 WeUPV WKaW "[W]Ke OaZV RI dePRcUac\ . . . ePaQaWe IURP
 WKe PaMRULW\ RI aOO cLWL]eQV"; 222.

 2 LLQcROQ 1863. DaKO 1956, cK. 2, deILQed "SRSXOLVWLc
 dePRcUac\" LQ WeUPV RI SXUe PaMRULW\ UXOe aQd WUaced
 LWV WKeRUeWLcaO URRWV WR AULVWRWOe'V SROLWLcaO eTXaOLW\,
 LRcNe'V "PaMRULW\ SRZeU," RRXVVeaX'V "JeQeUaO ZLOO" RI
 WKe PaMRULW\, aQd JaPeV MadLVRQ'V "UeSXbOLcaQ SULQ-
 cLSOe," aQd cULWLcaOO\ aQaO\]ed LWV QRUPaWLYe SURSeUWLeV.

 3 HRWeOOLQJ 1929; BOacN 1948, 1958; DRZQV 1957. IQ
 KLV IXOO-LQIRUPaWLRQ cK. 2, DRZQV RIIeUV a cOeYeU

 WKRXJK VRPeZKaW LQdeWeUPLQaWe QRQ-dLPeQVLRQaO
 YeUVLRQ RI WKe WKeRU\; LQ cK. 8 Ke e[SOLcaWeV a YaULaQW RI

 HRWeOOLQJ'V VLQJOe-dLPeQVLRQaO YeUVLRQ. FRU e[WeQVLRQV
 WR PXOWLSOe dLPeQVLRQV Vee DaYLV, HLQLcK, aQd
 OUdeVKRRN 1970. Ma\'V TKeRUeP eVWabOLVKeV WKaW
 VLPSOe PaMRULW\ UXOe LV WKe RQO\ cROOecWLYe decLVLRQ UXOe
 IRU cKRRVLQJ beWZeeQ WZR aOWeUQaWLYeV WKaW VaWLVILeV WKe
 AUURZ-W\Se dePRcUaWLc cRQdLWLRQV RI decLVLYeQeVV,
 aQRQ\PLW\, QeXWUaOLW\, aQd SRVLWLYe UeVSRQVLYeQeVV WR
 LQdLYLdXaOV' SUeIeUeQceV; Ma\ 1952.

 4 AUURZ 1963, McKeOYe\ 1976. See SeQ 1970.
 5 A SaUWLcXOaUO\ WUeQcKaQW cULWLTXe LV JLYeQ LQ FeUJXVRQ

 1995 (ASSeQdL[: "DedXced aQd AbaQdRQed").
 6 MRQURe 1979, 1998; PaJe aQd SKaSLUR 1983; EULNVRQ,

 WULJKW, aQd McOYeU 1993; SWLPVRQ, MacKXeQ, aQd
 EULNVRQ 1995; EULNVRQ, MacKXeQ, aQd SWLPVRQ 2002.

 7 BaUWeOV 2008, GLOeQV 2012. See aOVR JacRbV aQd PaJe
 2005, ZKLcK LQdLcaWeV WKaW WKe JeQeUaO SXbOLc Pa\ KaYe
 OLWWOe RU QR LQIOXeQce RQ U.S. IRUeLJQ SROLc\, ZKeQ WKe
 SUeIeUeQceV RI bXVLQeVV OeadeUV aQd RWKeU eOLWeV aUe
 WaNeQ LQWR accRXQW.

 8 Ke\ 1961, cK. 11 aQd 472-76; FLRULQa 1981; ZaOOeU
 2003. A YaULaQW RQ WKLV ORJLc WKaW IRcXVeV RQ WKe
 SRVVLbLOLW\ RI SROLWLcLaQV "SaQdeULQJ" WR cXUUeQW
 SUeIeUeQceV XQdeU ceUWaLQ cRQdLWLRQV LV JLYeQ LQ
 CaQeV-WURQe, HeUURQ, aQd SKRWWV 2001. "LaWeQW"

 SUeIeUeQceV aUe WKe cROOecWLYe SROLc\ SUeIeUeQceV WKaW
 cLWL]eQV ZRXOd deULYe IURP WKeLU baVLc QeedV aQd YaOXeV

 LI WKe\ Kad accXUaWe LQIRUPaWLRQ abRXW WKe IXWXUe
 XQIROdLQJ RI SROLc\ UeVXOWV. SXcK "OaWeQW" SUeIeUeQceV
 aUe UeOaWed WR WKe LdeaO, "aXWKeQWLc" SUeIeUeQceV WKaW
 VRPe SROLWLcaO WKeRULVWV Vee aV VXSeULRU WR, aQd PRUe
 ZRUWK\ RI JRYeUQPeQWaO UeVSRQVLYeQeVV WKaQ, WKe
 SROLc\ SUeIeUeQceV WKaW cLWL]eQV acWXaOO\ e[SUeVV. TKLV
 caQ be VeeQ aV addLQJ QRUPaWLYe aSSeaO WR aQ eOecWRUaO-
 UeZaUd-aQd-SXQLVKPeQW V\VWeP RI dePRcUaWLc cRQWURO.
 See MaQVbULdJe 2003.

 9 See PaJe aQd SKaSLUR 1992.
 10 MLOOV 1959, cK. 12, eVSecLaOO\ 279. RRbeUW MLcKeOV

 2001, a IRXQdeU RI PRdeUQ eOLWe WKeRU\, ePSKaVL]ed
 SRVLWLRQV RI OeadeUVKLS LQ SROLWLcaO SaUWLeV.
 SRPe RITKeda SNRcSRO'V eaUO\ ZRUN (e.J., SNRcSRO aQd
 FLQeJROd 1982) caQ be VeeQ aV baVed RQ a VWaWe-ceQWULc
 eOLWe WKeRU\ WKaW ePSKaVL]eV SXbOLc RIILcLaOV. BeJLQQLQJ
 ZLWK PURWecWLQJ SROdLeUV aQd MRWKeUV (1992), KRZeYeU,
 SNRcSRO'V aQaO\VeV RI APeULcaQ SROLWLcV KaYe SaLd PRUe
 aWWeQWLRQ WR QRQ-VWaWe eOLWeV, VRcLaO PRYePeQWV, RUJa-
 QL]ed LQWeUeVW JURXSV, aQd WKe SUeIeUeQceV RI WKe
 JeQeUaO SXbOLc. TKXV SNRcSRO'V ZRUN, OLNe WKaW RI
 a QXPbeU RI RWKeU LPSRUWaQW VcKROaUV RI APeULcaQ
 SROLWLcV (e.J., KaW]QeOVRQ 2013), dReV QRW ILW QeaWO\
 LQWR RXU VLPSOe WKeRUeWLcaO caWeJRULeV.

 11 BeaUd 1913; DRPKRII2013; BXUcK 1980-1981;
 FeUJXVRQ 1995; WLQWeUV 201 1; WLQWeUV aQd PaJe 2009.
 TKe bRXQdaU\ beWZeeQ eOLWe WKeRULeV WKaW IRcXV RQ
 ecRQRPLcaOO\-eOLWe LQdLYLdXaOV, aQd LQWeUeVW JURXS WKe-
 RULeV WKaW IRcXV RQ RUJaQL]ed cRUSRUaWe LQWeUeVWV (dLV-
 cXVVed OaWeU), LV QRW aOZa\V a VKaUS RQe. HeUe Ze WUeaW
 PRVW WKeRULeV WKaW ePSKaVL]e cRUSRUaWe RUJaQL]aWLRQV RU

 LQdXVWULaO VecWRUV (e.J., BORcN 2007, FeUJXVRQ 1995) aV
 SULPaULO\ cRQVWLWXWLQJ "LQWeUeVW JURXS" UaWKeU WKaQ eOLWe

 WKeRULeV. We caWeJRUL]e VeOI-LdeQWLILed eOLWe WKeRULVWV OLNe
 DRPKRII aV VXcK eYeQ LI WKe\ ePSKaVL]e bXVLQeVV eOLWeV
 aQd WUeaW cRUSRUaWe RUJaQL]aWLRQV aV LPSRUWaQW PecKa-
 QLVPV RI LQIOXeQce. WLQWeUV 201 1 Pa\ cRPe cORVeVW WR
 aQ e[cOXVLYe IRcXV RQ ZeaOWK\ LQdLYLdXaOV UaWKeU WKaQ

 RUJaQL]aWLRQV.
 OQe PLJKW aUJXe WKaW WKe ecRQRPLc cOaVVeV ceQWUaO WR
 cOaVVLcaO MaU[LVW WKeRULeV aPRXQW WR "ecRQRPLc eOLWeV."

 BXW MaU[LVW WKeRULVWV Vee cOaVV SRVLWLRQ aV RQO\ LPSeU-
 IecWO\ UeOaWed WR ZeaOWK RU LQcRPe, aQd WKeLU IRcXV RQ
 RZQeUVKLS RI WKe PeaQV RI SURdXcWLRQ VXJJeVWV WKaW
 bXVLQeVV ILUPV aQd bXVLQeVV aVVRcLaWLRQV Pa\ be WKe Ne\

 SROLWLcaO acWRUV. HeQce Ze ZLOO dLVcXVV WKeVe WKeRULeV LQ
 cRQQecWLRQ ZLWK cRUSRUaWLRQV aQd RUJaQL]ed LQWeUeVW
 JURXSV, QRWLQJ WKe NLQVKLS RI "LQVWUXPeQWaOLVW" MaU[LVW
 WKeRULeV WR WKeRULeV RI bLaVed SOXUaOLVP.

 12 TKe WeUP "LQWeUeVW JURXS" WeQdV WR eYRNe LPaJeV RI
 PePbeUVKLS JURXSV OLNe WKe LeaJXe RI WRPeQ VRWeUV
 RU WKe NaWLRQaO RLIOe AVVRcLaWLRQ, bXW PaQ\ SROLWLcaOO\
 LPSRUWaQW "JURXSV" aUe LQ IacW bXVLQeVV cRUSRUaWLRQV.

 13 HaPLOWRQ, MadLVRQ, aQd Ja\ 1961, 77-84.
 14 BeQWOe\ 1908; TUXPaQ 1971, eVSecLaOO\ 511.
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 AUWLcOeV _ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 15 DaKO 1956, 1989. BeUU\ 1999 ePSKaVL]eV WKe ULVLQJ
 SRZeU RI "cLWL]eQ JURXSV."

 16 OOVRQ 1965.
 17 ScKaWWVcKQeLdeU 1960, 35; ScKOR]PaQ, VeUba, aQd

 BUad\ 2012, cK. 10-14.
 18 ScKaWWVcKQeLdeU 1960, cK. 1; McCRQQeOO 1966; SWLJOeU

 1971; LLQdbORP 1977, SaUWV IV aQd V; FeUJXVRQ
 1995; BORcN 2007; HacNeU aQd PLeUVRQ 2010.

 19 MaU[ aQd EQJeOV 1972. TKLV EQJOLVK-OaQJXaJe We[W
 cRPeV IURP WKe 1888 SXbOLcaWLRQ edLWed b\ EQJeOV.

 20 MLOLbaQd 1969, cK. 6. FUed BORcN (1977) PaNeV
 a cULWLcaO dLVWLQcWLRQ beWZeeQ "LQVWUXPeQWaOLVW" MaU[-

 LVW WKeRULeV OLNe MLOLbaQd'V, LQ ZKLcK SROLWLcaOO\
 cRQVcLRXV PePbeUV RI UXOLQJ cOaVV XVe WKeLU ecRQRPLc
 UeVRXUceV WR VKaSe VWaWe acWLRQ LQ WKeLU RZQ PaWeULaO
 LQWeUeVWV, aQd "VWUXcWXUaO" WKeRULeV, LQ ZKLcK WKe

 caSLWaOLVW ecRQRPLc V\VWeP LWVeOI WeQdV WR VKaSe VWaWe
 SROLcLeV aQd WKe SUeIeUeQceV RI LWV cLWL]eQV - LQcOXdLQJ
 ZRUNeUV, ZKR aUe cRPSeOOed WR acceSW ORZ ZaJeV aQd
 KLJK caSLWaOLVW SURILWV IRU WKe VaNe RI IXWXUe LQYeVWPeQW

 aQd JURZWK. OQ aOWeUQaWLYe MaU[LVW WKeRULeV RI SRZeU,
 Vee aOVR IVaac 1987b. FRU a IRUPaOL]ed VWUXcWXUaO

 MaU[LVW WKeRU\, Vee PU]eZRUVNL aQd WaOOeUVWeLQ 1982.
 2 1 AJaLQ, RXU daWa caQ dR OLWWOe WR dLVWLQJXLVK aPRQJ WKeVe

 RU RWKeU PecKaQLVPV RI SROLWLcaO LQIOXeQce. We IRcXV RQ

 SRVVLbOe VRXUceV RI LQIOXeQce aPRQJ LQdLYLdXaOV aQd
 JURXSV LQ VRcLeW\.

 22 ScKOR]PaQ, VeUba, aQd BUad\ 2012, cK. 10-14,
 eVSecLaOO\ 321, 329, 356.

 23 ScKaWWVcKQeLdeU 1935.
 24 BaXeU, PRRO, aQd De[WeU 1963; MLObUaWK 1963;

 McCKeVQe\ 1997.
 25 SPLWK 2000; BaXPJaUWQeU eW aO. 2009.
 26 SPLWK 2000, cK. 3.
 27 NXPeULcaO VXcceVV UaWeV aUe QRW UeSRUWed LQ SPLWK

 2000, bXW WKe "eQacWPeQW VcRUecaUd" OLQe LQ ILJXUe 4. 1
 (83) aSSeaUV WR VKRZ CKaPbeU VXcceVV RQ 60 SeUceQW
 RU PRUe RI WKe bLOOV LQ PRVW \eaUV, ZLWK YeU\ VXbVWaQWLaO
 YaULaWLRQ IURP \eaU WR \eaU.

 28 BaXPJaUWQeU eW aO. 2009, 233, 235. TKeVe PXOWLYaULaWe
 UeVXOWV Pa\ be bLaVed dRZQZaUdV becaXVe WKe UeJUeV-
 VLRQV LQcOXde aV LQdeSeQdeQW YaULabOeV cRQJUeVVLRQaO
 aQd e[ecXWLYe bUaQcK RIILcLaOV' acWLYe VXSSRUW IRU (RU
 RSSRVLWLRQ WR) SROLc\ cKaQJeV. SLQce RIILcLaOV' beKaYLRU
 Pa\ ZeOO KaYe beeQ LQIOXeQced b\ WKe LQWeUeVW JURXSV
 WKePVeOYeV, WKe LQcOXVLRQ RI WKeVe SUedLcWRUV UeVWULcWV
 WKe eVWLPaWeV RI JURXS LQIOXeQce WR dLUecW eIIecWV,
 e[cOXdLQJ aQ\ LQdLUecW LPSacW WKaW ZaV cKaQQeOed
 WKURXJK LQWeUeVW JURXSV' LQIOXeQce RYeU RIILcLaOV.
 OQ WKe RWKeU KaQd, WKe RPLVVLRQ RI RWKeU LQIOXeQWLaO

 acWRUV IURP WKe aQaO\VLV cRXOd (LI WKeLU SUeIeUeQceV ZeUe

 SRVLWLYeO\ cRUUeOaWed ZLWK WKRVe RI LQWeUeVW JURXSV)
 SURdXce VSXULRXVO\ LQIOaWed eVWLPaWeV RI LQWeUeVW-JURXS
 LQIOXeQce. A IXUWKeU cRPSOe[LW\ LQ aVVeVVLQJ LQWeUeVW-
 JURXS LQIOXeQce LQYROYeV SROLc\ caVeV LQ ZKLcK JURXSV

 WaNe QR VWaQd aW aOO, ZKLcK aUe QRW LQcOXded LQ WKe

 aQaO\VLV b\ eLWKeU SPLWK RU BaXPJaUWQeU eW aO. IQ-
 cOXVLRQ RI QR-VWaQd caVeV ZRXOd be QeceVVaU\ LI RQe
 VRXJKW WR aVVeVV WKe e[WeQW WR ZKLcK JURXSV aIIecW RYeU-

 aOO SROLc\ UeVXOWV - WKRXJK QRW IRU aVVeVVLQJ WKe e[WeQW
 RI JURXS LQIOXeQce LQ WKe caVeV ZKeUe LQIOXeQce
 aWWePSWV aUe acWXaOO\ Pade.

 29 ASSUecLaWLRQ IRU WKeLU ILQe ZRUN LQ aVVLVWLQJ ZLWK WKe
 cRORVVaO WaVN RI cROOecWLQJ aQd cRdLQJ WKeVe daWa JReV WR
 MaUW\ CRKeQ, JaVRQ CRQZeOO, AQdUea VaQacRUe, aQd
 MaUN WeVW aW UCLA, aQd OOeJ BeVSaORY, DaQLeO
 CaVVLQR, KeYLQ CROOLQV, SKaQa GadaULaQ, Ra\PRQd
 HLcNV, aQd Lee SKaNeU aW PULQceWRQ.

 30 AUJXPeQWV IRU WKe QRUPaWLYe aQd ePSLULcaO UeOeYaQce
 RI WKe "VXUYe\ aJeQda" aUe dLVcXVVed LQ GLOeQV 2012,
 50-56. NRWe WKaW LI (aV Ze ILQd) WKe SXbOLc KaV OLWde RU
 QR LQIOXeQce RQ RXU LVVXeV, ZKLcK WLOW WRZaUd KLJK
 VaOLeQce, LW LV XQOLNeO\ WKaW WKe SXbOLc KaV PXcK
 LQIOXeQce RQ PRUe WecKQLcaO RU RbVcXUe PaWWeUV.

 31 IQ 20 1 2, WKe WeQWK SeUceQWLOe RI KRXVeKROd LQcRPe ZaV
 abRXW $12,200, WKe ILIWLeWK SeUceQWLOe abRXW $51,000,
 aQd WKe QLQeWLeWK SeUceQWLOe abRXW $146,000 (U.S.
 CeQVXV BXUeaX, 2013). FRU IXUWKeU deWaLO RQ WKeVe
 daWa, Vee GLOeQV 2012, 57-66.

 32 OI cRXUVe WKe aYeUaJe (PedLaQ) cLWL]eQ LV QRW LdeQWLcaO WR
 WKe eOLJLbOe RU acWXaO "PedLaQ YRWeU." BXW WKe JeQeUaOO\
 VPaOO PaJQLWXde RI dLIIeUeQceV beWZeeQ WKe SROLc\
 SUeIeUeQceV RI YRWeUV aQd WKRVe RI aOO cLWL]eQV (WROILQJeU
 aQd RRVeQVWRQe 1980, 109-114; ScKOR]PaQ, VeUba,

 aQd BUad\ 2012, 120-21) VXJJeVWV WKaW RXU PeaVXUe
 caSWXUeV WKe VSLULW RI PedLaQ YRWeU WKeRULeV. TR WKe
 e[WeQW WKaW dLIIeUeQceV e[LVW, Ze cRQVLdeU WKe aYeUaJe
 cLWL]eQ WR be RI JUeaWeU QRUPaWLYe - WKRXJK OeVV
 ePSLULcaO - LPSRUWaQce.

 33 TR PaNe aQ aSSUR[LPaWe aVVeVVPeQW RI WKe ILW beWZeeQ
 WKe SUeIeUeQceV RI WKe PedLaQ-SUeIeUeQce UeVSRQdeQW
 aQd WKRVe RI WKe PedLaQ-LQcRPe UeVSRQdeQW Ze
 caOcXOaWed WKe PedLaQ SUeIeUeQce ZLWKLQ eacK RI ILYe
 LQcRPe JURXSV (aW WKe WeQWK, WKLUWLeWK, ILIWLeWK, VeYeQ-

 WLeWK, aQd QLQeWLeWK SeUceQWLOeV). FRU e[aPSOe, LI, RQ
 a SaUWLcXOaU QRQ-PRQRWRQLc LWeP, WKe ILYe LQcRPe
 JURXSV Kad LPSXWed PedLaQ SUeIeUeQceV RI .50, .60,
 .70 .65 aQd .55 (IRU WKe WeQWK WR QLQeWLeWK LQcRPe
 SeUceQWLOeV, UeVSecWLYeO\), WKeQ WKe eVWLPaWed RYeU-aOO
 PedLaQ SUeIeUeQce ZRXOd be .60 (LQ WKLV caVe eTXaOLQJ
 WKe SUeIeUeQce aW WKe WKLUWLeWK LQcRPe SeUceQWLOe). IQ
 PRVW caVeV WKe RYeU-aOO PedLaQ SUeIeUeQce LV WKe VaPe aV
 WKe PedLaQ LQcRPe (ILIWLeWK SeUceQWLOe) SUeIeUeQce.
 WKeQ LW LV QRW, WKe SUeIeUeQce dLIIeUeQceV acURVV LQcRPe

 OeYeOV WeQd WR be VPaOO. UVLQJ WKLV WecKQLTXe, WKe
 PedLaQ RYeU-aOO SUeIeUeQceV aQd WKe PedLaQ-LQcRPe
 SUeIeUeQceV WUacN eacK RWKeU YeU\ cORVeO\: U= .997.

 34 TKLV VWXd\ LV RQe RI WKe IeZ VXUYe\V WKaW PeeWV WKe WZR

 cULWeULa RI KaYLQJ a VXIILcLeQWO\ OaUJe VaPSOe VL]e
 (Q=20,150) aQd a KLJK eQRXJK WRS-cRded LQcRPe
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 caWeJRU\ WR SURYLde LQIRUPaWLRQ RQ WKe SROLc\ SUeIeU-
 eQceV RI YeU\ aIIOXeQW APeULcaQV.

 35 CRUUeOaWLRQV RI WKe SROLc\ SUeIeUeQceV RI WKe WRS
 2 SeUceQW ZLWK WKRVe RI WKe WRS 10 SeUceQW aUe baVed RQ
 WKe 76 CCES UeVSRQdeQWV ZKR UeSRUWed aW OeaVW
 $350,000 LQ IaPLO\ LQcRPe. UVLQJ WKe 179 CCES
 UeVSRQdeQWV ZKR UeSRUWed aW OeaVW $250,000 (URXJKO\
 WKe WRS 4.5 SeUceQW RI WKe LQcRPe dLVWULbXWLRQ), WKe
 cRUUeVSRQdLQJ cRUUeOaWLRQV aUe .97 aQd .76.
 SRPe cRUURbRUaWLQJ eYLdeQce cRPeV IURP a cRPSaULVRQ
 RI WKe SXUYe\ RI EcRQRPLcaOO\ SXcceVVIXO APeULcaQV
 (PaJe, BaUWeOV, aQd SeaZULJKW 2013), baVed RQ a ORcaO
 VaPSOe RI WKe ZeaOWKLeVW 1 SeUceQW RU 2 SeUceQW RI
 APeULcaQV, aQd WKe IQeTXaOLW\ SXUYe\ (PaJe aQd JacRbV
 2009), ZKLcK ZaV baVed RQ a UeSUeVeQWaWLYe VaPSOe RI
 WKe APeULcaQ SXbOLc. ELJKW SROLc\-SUeIeUeQce TXeVWLRQV
 WKaW ZeUe LQcOXded RQ bRWK VXUYe\V VKRZed WKaW WKe
 SUeIeUeQceV RI WKe WRS 25 SeUceQW RI LQcRPe eaUQeUV

 JeQeUaOO\ IeOO abRXW KaOI Za\ beWZeeQ WKRVe RI WKe
 aYeUaJe cLWL]eQ aQd WKRVe RI WKe ZeaOWK\. FRU VLPLOaU
 ILQdLQJV cRQceUQLQJ WKe SROLc\ SUeIeUeQceV RI WKe WRS
 4 SeUceQW RU VR RI LQcRPe eaUQeUV, Vee PaJe aQd
 HeQQeVV\ 2008.

 36 We dLVWLQJXLVK cRQceSWXaOO\ beWZeeQ WZR VRUWV RI
 deILcLeQcLeV LQ RXU PeaVXUeV: IOaZV WKaW aIIecW WKe

 UeOaWLRQVKLS beWZeeQ RXU LQdLcWRUV aQd WKeLU XQdeUO\-
 LQJ cRQceSWV (VXcK aV WKe UaQdRP aQd cRUUeOaWed
 PeaVXUePeQW eUURUV Ze dLVcXVV LQ WKe aSSeQdL[), aQd
 IOaZV WKaW aULVe IURP WKe LPSeUIecW ILW beWZeeQ WKRVe

 cRQceSWV aQd WKe cKaUacWeULVWLcV Ze ZRXOd SUeIeU WR
 PeaVXUe. FRU e[aPSOe, WKe adMXVWPeQWV deVcULbed LQ
 WKe aSSeQdL[ KeOS XV WR LPSURYe RXU eVWLPaWeV RI WKe
 SUeIeUeQceV RI APeULcaQV aW WKe QLQeWLeWK LQcRPe
 SeUceQWLOe, bXW WKe\ caQQRW KeOS WR PaNe WKRVe
 eVWLPaWeV aQ\ PRUe accXUaWe aV LQdLcaWRUV RI WKe
 SUeIeUeQceV RI WKe WUXO\ ULcK APeULcaQV ZKRVe YLeZV Ze
 ZRXOd SUeIeU WR LQcOXde LQ RXU PRdeOV.

 37 BaXPJaUWQeU eW aO. 2009, 225. We beOLeYe WKaW RXU
 PeaVXUe RI QeW LQWeUeVW JURXS aOLJQPeQW (deVcULbed
 OaWeU) LV acWXaOO\ VXSeULRU WR WKe FRUWXQe 25 SUR[\
 e[aPLQed b\ BaXPJaUWQeU eW aO. becaXVe LW LQcOXdeV
 LQdXVWULeV WKaW dR QRW ORbb\ WKURXJK ceQWUaOL]ed WUade
 RUJaQL]aWLRQV, LW LV QRQOLQeaU LQ QeW QXPbeU RI JURXSV,
 aQd LW UeIOecWV WKe e[WeQW WR ZKLcK a SaUWLcXOaU LVVXe LV
 ceQWUaO WR WKe cRQceUQV RI aQ LQWeUeVW JURXS RU LQdXVWU\.

 38 FRU PRUe deWaLO RQ WKe IQde[ RI NeW IQWeUeVW GURXS
 AOLJQPeQW, Vee GLOeQV 2012, 127-30.

 39 OQ WKe PeaVXUePeQW RI SROLc\ cKaQJe, Vee GLOeQV
 2012 (60) aQd QRWe 18 (284).

 40 FRU cRUUeOaWLRQV RI LQdLYLdXaO JURXSV SRVLWLRQV ZLWK
 aYeUaJe cLWL]eQV' SUeIeUeQceV Vee GLOeQV 2012, 156-57.

 41 TKeVe SaUWLcXOaU YaOXeV IRU ORZ aQd KLJK OeYeOV RI
 VXSSRUW aPRQJ aIIOXeQW APeULcaQV aQd LQWeUeVW JURXSV
 ZeUe cKRVeQ becaXVe abRXW 1 5 SeUceQW RI aOO SURSRVed
 SROLc\ cKaQJeV JeQeUaWed eLWKeU OeVV WKaQ 20 SeUceQW RU

 PRUe WKaQ 80 SeUceQW VXSSRUW aPRQJ WKe aIIOXeQW, aQd
 abRXW ILIWeeQ SeUceQW RI aOO SURSRVed cKaQJeV RQ ZKLcK
 LQWeUeVWV JURXSV WRRN a SRVLWLRQ JeQeUaWed a UaZ QeW
 LQWeUeVW JURXS VcRUe RI eLWKeU PRUe WKaQ ILYe JURXSV
 VWURQJO\ LQ IaYRU RU PRUe WKaQ ILYe JURXSV VWURQJO\
 RSSRVed (cRXQWLQJ "VRPeZKaW" IaYRUabOe RU RSSRVed
 aV RQe-KaOI RI a JURXS).

 42 See MRQURe 1979, 1998; PaJe aQd SKaSLUR 1983;
 SWLPVRQ, MacKXeQ, aQd EULNVRQ 1995.

 43 PeUKaSV cRXQWeULQWXLWLYeO\, LW WXUQV RXW WKaW bXVLQeVV
 JURXSV WLOWed VRPeZKaW OeVV WRZaUd RSSRVLQJ SURSRVed
 cKaQJeV (33 SeUceQW RSSRVed, 26 SeUceQW LQ IaYRU)
 WKaQ PaVV-baVed JURXSV dLd (38 SeUceQW RSSRVed,
 20 SeUceQW LQ IaYRU.)

 44 EYeQ LI e[LVWLQJ RUJaQL]ed JURXSV dLd QRW UeIOecW WKe
 ZLVKeV RI aYeUaJe cLWL]eQV, RIILcLaOV' aQWLcLSaWed Ueac-
 WLRQV WR XQIRUPed "SRWeQWLaO JURXSV" PLJKW LQ WKeRU\
 SURYLde VRPe UeSUeVeQWaWLRQ IRU aYeUaJe cLWL]eQV, aV
 DaYLd TUXPaQ aUJXed WKe\ dR. BXW RXU WabOe 3 ILQdLQJ
 RI QeJOLJLbOe LQdeSeQdeQW LQIOXeQce b\ aYeUaJe cLWL]eQV
 ZKeQ e[LVWLQJ RUJaQL]ed LQWeUeVW JURXSV' SRVLWLRQV aUe
 cRQWUROOed IRU, OeaYeV OLWWOe URRP IRU SRWeQWLaO JURXSV
 (aQd RIILcLaOV' aQWLcLSaWLRQ RI WKeP) WR adYaQce WKe
 SUeIeUeQceV RI RUdLQaU\ cLWL]eQV.

 45 ScKOR]PaQ, VeUba, aQd BUad\ 2012, cK. 10-14,
 eVSecLaOO\ 321, 329, 356.

 46 FRU WKe 369 RXW RI 1 ,779 caVeV LQ ZKLcK bRWK bXVLQeVV-

 baVed aQd PaVV-baVed LQWeUeVW JURXSV WRRN a VWaQd, WKe
 cReIILcLeQWV aUe MXVW .09 (Q.V.) IRU PaVV JURXSV bXW .48**
 (S<.001) IRU bXVLQeVV JURXSV.

 47 FRU WKRVe SURSRVed SROLc\ cKaQJeV RQ ZKLcK aW OeaVW
 RQe bXVLQeVV-RULeQWed JURXS WRRN a SRVLWLRQ, aQRWKeU
 bXVLQeVV-RULeQWed JURXS ZaV IRXQd RQ WKe RSSRVLWe
 VLde OeVV WKaQ 5 SeUceQW RI WKe WLPe. IQWeUeVWLQJO\,
 PaVV-baVed JURXSV ZeUe VRPeZKaW PRUe OLNeO\ WR WaNe
 VWaQdV RQ bRWK VLdeV RI aQ LVVXe, IRU e[aPSOe SUR-OLIe
 aQd SUR-cKRLce JURXSV RQ abRUWLRQ, RU WKe AARP
 ZKLcK RSSRVed WKe COLQWRQ KeaOWK UeIRUP SOaQ aQd WKe
 AFL-CIO WKaW IaYRUed LW.

 48 FRU WKe aQaO\VLV LQ WabOe 4, bRWK WKe bXVLQeVV aQd
 PaVV LQWeUeVW JURXS LQdLceV ZeUe VcaOed WR UXQ IURP
 0 WR 1 . WKeQ Ze UeVcaOed WKeVe LQdLceV WR UeIOecW WKe

 dLIIeULQJ QXPbeUV RI bXVLQeVV aQd PaVV-baVed
 JURXSV eQJaJed RQ eacK LVVXe, WKe VWaQdaUd deYLaWLRQ
 RI WKe bXVLQeVV aOLJQPeQW LQde[ ZaV .158 aQd WKe
 PaVV-RULeQWed LQde[ .096; WKeLU aVVRcLaWLRQV ZLWK

 SROLc\ RXWcRPeV (aQaORJRXV WR WKRVe VKRZQ LQ WabOe
 4) ZeUe aOPRVW LdeQWLcaO, aW .38 (S<.01) aQd .40
 (S<.001), UeVSecWLYeO\.

 49 BacKUacK aQd BaUaW] 1962, LXNeV 1974. See IVaac
 1987a.

 50 OQ WKe QRUPaWLYe aUJXPeQW, Vee DaKO 1989,
 eVSecLaOO\ cK. 7. FRU ePSLULcaO eYLdeQce WKaW LWV
 cRQdLWLRQV WeQd WR be VaWLVILed, Vee PaJe aQd SKaSLUR
 1992 aQd GLOeQV 2011.
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 AUWLcOeV þ TeVWLQJ TKeRULeV RI APeULcaQ PROLWLcV

 SXSSOePeQWaU\ MaWeULaOV

 ᒹ BXVLQeVV- aQd MaVV-BaVed IQWeUeVW-GURXSV IQcOXded
 LQ NeW GURXS AOLJQPeQW IQdLceV

 ᒹ CRUUecWLQJ IRU MeaVXUePeQW EUURU
 ᒹ TabOe AO. OUdLQaU\ OeaVW VTXaUeV aQaO\VLV SaUaOOeO WR

 WKe VWUXcWXUaO eTXaWLRQ PRdeO SUeVeQWed LQ WabOe 3.
 ᒹ DaWa/cRde IRU UeSOLcaWLQJ UeVXOWV KWWS://d[.dRL.RUJ/

 10.101 7/S 1 5375927 1 400 1595
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