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%UHDNV�WR�3OD\

$33(1',;��� %UHDN(YHQ�(DVWHUQ·V�5HVSRQVH�WR

&RPPLWWHH·V�,QTXLU\�LQWR�RQOLQH

JDPEOLQJ

%5($.(9(1�6(&5(7$5,$7�5(35(6(17$7,9(6�

-XOLH�1HOVRQ�²�%DQ\XOH�&RPPXQLW\�+HDOWK�6HUYLFH��1RUWKHUQ�0HWURSROLWDQ�5HJLRQ

&KULV�)UHHWK\�²�(DVW�%HQWOHLJK�&RPPXQLW\�+HDOWK�6HUYLFH�²�6RXWKHUQ�0HWURSROLWDQ�5HJLRQ

.DWK\�5\DQ�²�%HWKDQ\�)DPLO\�6HUYLFH�²�*HHORQJ�DQG�&RODF

���������,1752'8&7,21
%UHDN(YHQ�VHUYLFHV��HVWDEOLVKHG�LQ������LQ�HDFK�'+6�UHJLRQ�DQG�IXQGHG�WKURXJK�WKH

&RPPXQLW\�6XSSRUW�)XQG�ZKLFK�LV�GHULYHG�IURP�D���RI�JDPLQJ�UHYHQXH�LQ�KRWHOV�

9LFWRULD�UHFRJQLVHG�WKH�SRWHQWLDO�QHHG�IRU�VHUYLFHV�LQ������ZKHQ�WKH�RULJLQDO

OHJLVODWLRQ�WR�HVWDEOLVK�D�WHPSRUDU\�FDVLQR�FRQWDLQHG�IXQGLQJ�SURYLVLRQ�IRU�SUREOHP

JDPEOLQJ�VHUYLFHV�

7KH�VHUYLFHV�IRFXV�RQ�FRXQVHOOLQJ�IRU�SUREOHP�JDPEOHUV�EXW�WKLV�DOVR�H[WHQGV�WR

SDUWQHUV�DQG�RWKHUV���&RPPXQLW\�HGXFDWLRQ�KDV�EHHQ�UHFRJQLVHG�DV�DQ�HVVHQWLDO

FRPSRQHQW�RI�WKH�VHUYLFH�DQG�WKLV�KDV�LQFUHDVHG�RYHU�WKH�WLPH�ZH·YH�EHHQ�RSHUDWLQJ�

7KH�'HSDUWPHQW�RI�+XPDQ�6HUYLFH�UHFHLYHV�GDWD�IURP�%UHDN(YHQ�6HUYLFHV���7KLV�LV

DQDO\VHG�E\�0HOERXUQH�8QLYHUVLW\�DQG�SXEOLFO\�DYDLODEOH���,Q�WKH�\HDU�HQGLQJ�-XQH�����

PRUH�WKDQ������FOLHQWV�ZHUH�VHHQ�WKURXJK�%UHDN(YHQ�VHUYLFHV�RYHU�D�WRWDO�RI�PRUH�WKDQ

�������FRXQVHOOLQJ�VHVVLRQV�

7KH�6HFUHWDULDW�LV�FRPSULVHG�RI�UHSUHVHQWDWLYHV�RI�DOO�'HSDUWPHQW�RI�+XPDQ�6HUYLFHV

IXQGHG�FRXQVHOOLQJ�VHUYLFHV�

,W·V�PLVVLRQ�VWDWHPHQW�LV�

7KH�%UHDN(YHQ�6HFUHWDULDW�UHSUHVHQWV�DQG�DGYDQFHV�WKH�LQWHUHVWV��H[SHULHQFH�DQG

H[SHUWLVH�RI�%UHDN(YHQ�SUREOHP�JDPEOLQJ�VHUYLFHV�DQG�WKHLU�ZRUNHUV�LQ�WKH�VWDWH�RI

9LFWRULD���,W�DLPV�WR�SURPRWH�WKH�FRQWLQXRXV�GHYHORSPHQW�RI�KLJK�TXDOLW\��LQQRYDWLYH

VHUYLFH�GHOLYHU\�

,W·V�JRDOV�LQFOXGH�

• 0LQLPLVLQJ�WKH�ULVN�DQG�LQFLGHQFH�RI�SUREOHP�JDPEOLQJ

• 3URPRWLQJ�DZDUHQHVV�RI�VRFLDO�HFRQRPLF�DQG�SHUVRQDO�LPSDFWV�RI�JDPEOLQJ��DQG

• 'HYHORSLQJ�VWUDWHJLHV�WR�UHGXFH�WKH�KDUPIXO�LPSDFWV�RI�JDPEOLQJ
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,W�LV�LQ�WKLV�FRQWH[W�WKDW�ZH�DGGUHVV�WKH�&RPPLVVLRQ�RQ�KDUP�PLQLPLVDWLRQ�DQG

SUHYHQWLRQ�

���������&200(176�21�'5$)7�5(3257
$FNQRZOHGJH�WKH�EUHDGWK��GHSWK�DQG�SURFHVV�RI�WKH�LQTXLU\���7KH�ODQJXDJH�LV

XQGHUVWDQGDEOH���7KH�WKRUQ\�LVVXHV�ZHOO�UHVHDUFKHG��DOOXGHG�WR����HJ��GHEDWH�RYHU�XVH

RI�62*6��DVVHVVPHQW�WRRO��

5HFHQW�FRQIHUHQFH�LQ�$XFNODQG��1HZ�=HDODQG��ZKHUH�ILQGLQJV�RI�GUDIW�UHSRUW�ZHUH

SUHVHQWHG�E\�DVVLVWDQW�FRPPLVVLRQHU�/DWWLPRUH�DQG�YHU\�ZHOO�UHFHLYHG���7KH�SUHVV�KDV

DOVR�UHSRUWHG�D�JUHDW�PDQ\�SRVLWLYH�HQGRUVHPHQWV�IRU�PDQ\�VHFWLRQV�RI�WKH�GUDIW

UHSRUW�

3UREOHP�JDPEOLQJ�VHHQ�DV�D�FRQWLQXXP���,Q�XQGHUVWDQGLQJ�RXU�ZRUN��ZH�YLHZ�WKLV

VLPLODUO\���)URP�QRQ�JDPEOLQJ�WR�UHJXODU�JDPEOLQJ��WR�VHULRXV�RU�KHDY\�JDPEOLQJ��WR

SUREOHPDWLF�JDPEOLQJ�

(IIHFWV�RI�SUREOHP�JDPEOLQJ��DUH�QRW�MXVW�VWDWHG�LQ�HFRQRPLF�WHUPV��EXW�DV�DIIHFWLQJ

IURP������RWKHUV�

$FNQRZOHGJLQJ�DFFHVVLELOLW\�LVVXHV�DQG�LPSRUWDQFH�RI�EUHDNV�LQ�SOD\�IRU�SUREOHP

JDPEOHUV�DQG�LQ�FRQVLGHUDWLRQ�IRU�SUHYHQWLRQ�

%UHDN(YHQ�VHUYLFHV�LQ�9LFWRULD�DUH�QHDUO\�ILYH�\HDUV�ROG���)URP�HDUO\�GD\V�ZH�VXSSRUWHG

KDUP�PLQLPLVDWLRQ�VWUDWHJLHV�LQ�RXU�DSSURDFK�WR�RXU�SUDFWLFH��QRW�IRU�DOO�FOLHQWV

SUHVHQWLQJ��DQG�IRU�FRPPXQLW\�HGXFDWLRQ�SURJUDPV���7KH�&(*)/2·V�DOVR�KDYH�KDG

ZRUNHG�ZLWK�JDPEOLQJ�LQGXVWU\�UHSUHVHQWDWLYHV�LQ�HQGHDYRXULQJ�WR�DJUHH�RQ�SUHYHQWLRQ

VWUDWHJLHV�DQG�DQ�LQGXVWU\�FRGH�RI�SUDFWLFH�WKDW�ZRXOG�ZRUN�

7KH�PRGHO�RI�VHUYLFH�GHOLYHU\�GHYHORSHG�E\�PDQ\�SURJUDPV�WKURXJKRXW�WKH�VWDWH

LQGLFDWH�DQ�XQGHUVWDQGLQJ�WKDW�IRU�PRVW�SHRSOH�JDPEOLQJ�LV�QRW�D�SUREOHP��EXW�PDQ\

IDFWRUV�PDNH�JDPEOLQJ�IRU�DQ�LQFUHDVLQJ�QXPEHU��D�SRWHQWLDOO\�ULVN\�DFWLYLW\�

0LQLPLVLQJ�WKH�ULVNV�PXVW�EH�WKH�JRDO�RI�DOO�WKH�´SOD\HUVµ�LQ�WKLV�ILHOG�

:H�KDYH�D�JRRG�WUDFN�UHFRUG�RI�FUHDWLQJ�FRPPXQLW\�DZDUHQHVV�FDPSDLJQV�DQG�WLSV�IRU

´UHVSRQVLEOH�JDPEOLQJµ��EXW�RXU�HIIRUWV�ZLOO�EH�EROVWHUHG�E\�WKH�GHYHORSPHQW�RI�D

QXPEHU�RI�VWUDWHJLHV�GHVFULEHG�LQ�WKH�5HSRUW�

$FFHVVLELOLW\��RI�QXPEHUV�RI�YHQXHV��QXPEHUV�RI�PDFKLQHV��QXPEHUV�RI�GLIIHUHQW

JDPEOLQJ�RSSRUWXQLWLHV��WLPHV�RI�SOD\��HDVH�RI�OD\LQJ�KDQGV�RQ�PRUH�PRQH\��LV�D�KXJH�

FRPSOH[��DQG�PXOWL�GLPHQVLRQDO�LVVXH�

7KH�GDWD�RQ�WKH�9LFWRULDQ�%UHDN(YHQ�6HUYLFHV�FRYHUV�RQO\�WKUHH�\HDUV�WR�GDWH��DQG�\HW�D

ZKROH�QHZ�JURXS�RI�JDPEOHUV��ZRPHQ�DUH�H[SHULHQFLQJ�HOHFWURQLF�JDPLQJ�PDFKLQHV�DV
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ORFDO��RSHQ�PRVW�KRXUV�RI�WKH�GD\�DQG�QLJKW��HDV\�WR�XVH�DV�HQWHUWDLQPHQW�IRU�VRPH�

EXW�IRU�RWKHUV�XVHG�DV�VWUHVV�UHOLHYLQJ�DQG�DQDHVWKHWLVLQJ�

���������&200(176�21�,1'8675<�68%0,66,21
7KH�YDULRXV�$&,/�VXEPLVVLRQV�WR�WKH�LQTXLU\�LQ�SDUW�VHHN�WR�FRPPHQW�RQ�WKH�FRVWV

DVVRFLDWHG�ZLWK�SUREOHP�JDPEOLQJ�DQG�WKH�SURYLVLRQ�RI�SXEOLFO\�IXQGHG�SUREOHP

JDPEOLQJ�VHUYLFHV���7KH�%UHDN(YHQ�VHUYLFHV�DUH�FRQFHUQHG�WKDW�WKHVH�VXEPLVVLRQV

VLJQLILFDQWO\�GLVWRUW�WKH�LVVXHV�WKH\�SXUSRUW�WR�FODULI\��WKURXJK�WKH�DSSOLFDWLRQ�RI�DQ

LGHRORJLFDO�ILOWHU�ZKLFK�VHHNV�WR�HOLPLQDWH�DQ\WKLQJ�RWKHU�WKDQ�DQ�HFRQRPLF

FRQVLGHUDWLRQ�RI�JDPEOLQJ�DFWLYLW\�

7KH�UDWLRQDOH�XVHG�LV�WKDW�RQO\�HFRQRPLF�PRGHOV�FDQ�DFFXUDWHO\�DQG�REMHFWLYHO\

FDSWXUH�WKH�FRVWV�DQG�EHQHILWV�DVVRFLDWHG�ZLWK�JDPEOLQJ���$OO�RWKHU�LQIRUPDWLRQ�LV

VXEMHFWLYH�DQG�VKRXOG�EH�H[FOXGHG�IURP�FRQVLGHUDWLRQ���3UREOHP�JDPEOLQJ�LV�VDLG�QRW

WR�EH�REMHFWLYHO\�GHILQHG��DQG�FDXVH�DQG�HIIHFW�ZLWK�UHJDUG�WR�JDPEOLQJ�SUREOHPV

DQG�RWKHU�DVVRFLDWHG�QHJDWLYH�OLIH�HYHQWV�KDV�QRW�EHHQ�GHPRQVWUDWHG���0HDVXUHPHQW

WRROV�DUH�IODZHG��DQG�PD\�EH�PLVDSSOLHG�

5HIHUHQFHV�DUH�PDGH�WR�LQVDQLW\��PHQWDO�GLVRUGHUV��DGGLFWLRQ��SHUVRQDOLW\�W\SHV�DQG

RWKHU�FDWHJRULHV��LQ�WKH�VXEPLVVLRQV·�ZLGH�UDQJLQJ�DWWDFN�RQ�WKH�EDVLV�RI�SUREOHP

JDPEOLQJ�DQG�WKH�QHHG�WR�SURYLGH�SXEOLFO\�IXQGHG�VXSSRUW�VHUYLFHV�

:H�GLVDJUHH�ZLWK�WKHVH�YLHZV���+DG�WKH�JDPLQJ�LQGXVWU\�DQG�WKHLU�FRQVXOWDQWV

FRQGXFWHG�D�ZLGHU�UDQJLQJ�DQG�PRUH�WKRURXJK�DQDO\VLV�RI�WKH�OLWHUDWXUH��WKH\�ZRXOG

KDYH�EHHQ�XQDEOH�WR�DYRLG�WKH�FRQFOXVLRQ�WKDW�DOO�SV\FKRORJLFDO�GLVRUGHUV�DUH�VRFLDOO\

FRQVWUXFWHG���7KLV�GRHV�QRW�SUHYHQW�PHDQLQJIXO�GLVFXVVLRQ�DERXW�SUREOHP�JDPEOLQJ

RU�DQ\�RWKHU�SV\FKRORJLFDO�SUREOHP��VLQFH�WKRVH�OLWHUDWH�LQ�WKH�ILHOG�UHFRJQLVH�WKH

YDULDEOHV�LQYROYHG�DQG�DUH�FRPIRUWDEOH�ZLWK�WKH�XQGHUVWDQGLQJ�WKDW�KXPDQ�HPRWLRQDO

OLIH�LV�DQ�DPELJXRXV�VWDWH�

7KXV��WKHUH�LV�EURDG�JHQHUDO�DJUHHPHQW�DFURVV�WKH�KHOSLQJ�SURIHVVLRQV�DQG�WKH

FRPPXQLW\�DERXW�PDQ\�SV\FKRORJLFDO�DQG�VRFLDO�SUREOHPV��DOWKRXJK�WKHUH�DUH�QR

DEVROXWHV���3UREOHP�JDPEOLQJ�LV�QR�GLIIHUHQW���:KDW�LW�VKDUHV�ZLWK�RWKHU�SUREOHPV�LV�D

ZLGHVSUHDG�DJUHHPHQW�WKDW�LW�GRHV�H[LVW�DV�D�SKHQRPHQRQ�

,PSURYHG�GLDJQRVWLF�PHWKRGV�DQG�DHWLRORJLFDO�VFKHPD�DUH�UHTXLUHG�DQG�DUH�EHLQJ

GHYHORSHG���+RZHYHU��HQRXJK�LV�DOUHDG\�NQRZQ�DERXW�SUREOHP�JDPEOLQJ�WR�PDNH

LQIRUPHG�GLDJQRVWLF�DQG�WUHDWPHQW�GHFLVLRQV�ZKLFK�SURGXFH�VLJQLILFDQW�LPSURYHPHQW

IRU�SHRSOH�ZLWK�JDPEOLQJ�SUREOHPV�DQG�RWKHUV�DIIHFWHG�E\�SUREOHP�JDPEOLQJ���:H

DOVR�NQRZ�HQRXJK�WR�WDON�PHDQLQJIXOO\�DERXW�ULVN�IDFWRUV��SUHYHQWLRQ�DQG�KDUP

PLQLPLVDWLRQ�DV�WKH�&RPPLVVLRQ�KDV�UHFRJQLVHG�

$Q�HFRQRPLF�FRVW�GRHV�QHHG�WR�EH�HVWDEOLVKHG�DV�D�EDVLV�IRU�JRYHUQPHQW�SROLF\

GHFLVLRQV�DERXW�JDPEOLQJ�UHJXODWLRQ�DQG�KXPDQ�VHUYLFHV�SURYLVLRQ��EXW�D�SXUHO\
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HFRQRPLF�YLHZ�RI�SV\FKRORJLFDO�SUREOHPV�UHSUHVHQWV�D�JURVV�GLVWRUWLRQ�RI�ZKDW�LW

PHDQV�WR�EH�D�KXPDQ�EHLQJ�OLYLQJ�LQ�D�VRFLHW\�

7KH�JDPLQJ�LQGXVWU\�VXEPLWV�WKDW�WKDW�DQ\�¶DGGLFWLRQ·�WR�JDPLQJ�SURGXFWV�LV�UDWLRQDO�

DQG�WKH�SULYDWH�FRVWV�RI�JDPEOLQJ�WR�WKH�LQGLYLGXDO�DUH�IXOO\�WDNHQ�LQWR�DFFRXQW�E\

SOD\HUV���([SHULHQFH�ZLWK�RXU�FOLHQWV�VXJJHVWV�H[DFWO\�WKH�RSSRVLWH���,W�LV�H[WUHPHO\

FRPPRQ��LI�QRW�XELTXLWRXV��IRU�RXU�FOLHQWV�WR�ILQLVK�D�JDPEOLQJ�VHVVLRQ�ZLWK�WKH

EHODWHG��VKRFNHG�UHFRJQLWLRQ�RI�ZKDW�WKH\�KDYH�MXVW�GRQH�

&OLHQWV�FRQVWDQWO\�EHUDWH�WKHPVHOYHV�IRU�JDPEOLQJ�LQ�D�IDVKLRQ�WKH\�UHJUHW��DV�WKH

$&,/�VXEPLVVLRQ�LWVHOI�DFNQRZOHGJHV���H[SUHVVLQJ�JUHDW�GLVWUHVV�WKDW�WKH\�IHOW�RXW�RI

FRQWURO��GLG�QRW�SUH�FRPPLW�D�UDWLRQDO�DPRXQW�RI�PRQH\�RU�ZHUH�XQDEOH�WR�VWLFN�WR�LW�

JRW�FDUULHG�DZD\��FKDVHG�ORVVHV�HYHQ�ZKHQ�WKH\�NQHZ�UDWLRQDOO\�WKDW�WKH�VWUDWHJ\

ZRXOG�QRW�ZRUN��JDPEOHG�EHFDXVH�WKH\�ZHUH�XQKDSS\�DQG�QRW�WKLQNLQJ�VWUDLJKW��DQG

VR�RQ���2XU�FOLHQWV�GLVSOD\�D�OLWDQ\�RI�LUUDWLRQDO�EHKDYLRXUV�WKDW�VLPSO\�GR�QRW�DFFRUG

ZLWK�WDNLQJ�WKH�FRVWV�LQWR�DFFRXQW�RU�D�UDWLRQDO�PRGHO�RI�DGGLFWLRQ�

)XUWKHU��LPSDFWV�PHQWLRQHG�LQ�WKH�$&,/�VXEPLVVLRQ�VXFK�DV�GLYRUFH��KHDOWK�HIIHFWV

DQG�HPSOR\PHQW�GLIILFXOWLHV�DUH�RIWHQ�FRPSOHWHO\�GLVUHJDUGHG�E\�SUREOHP�JDPEOHUV

XQWLO�WKH\�UHDFK�FULVLV�SRLQW���&OHDUO\�WKLV�LV�QHLWKHU�UDWLRQDO�QRU�LV�LW�IXOO\�DFFRXQWHG

IRU�DW�WKH�WLPH���,Q�JHQHUDO��SHRSOH�ZLWK�JDPEOLQJ�GLIILFXOWLHV�DUH�QRW�DV�FROG�DQG

FDOFXODWLQJ�DV�WKH�UDWLRQDO�DGGLFWLRQ�PRGHO�LPSOLHV�
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7DWWHUVDOO
V��LQ�LW·V�RZQ�VXEPLVVLRQ�WR�WKH�&RPPLVVLRQ��DFNQRZOHGJHG�WKDW�LQ�IDFW�DOO

JDPEOLQJ�LV�LUUDWLRQDO�EHKDYLRXU���$IWHU�DOO��UDWLRQDO�GHFLVLRQ�PDNLQJ�ZRXOG�SUHFOXGH

ULVNLQJ�PRQH\�RQ�DQ�XQFHUWDLQ�HYHQW�ZKHQ�WKH�PRQH\�FRXOG�EH�LQYHVWHG�ZLWK�JUHDWHU

VXUHW\�RI�UHWXUQ�LQ�D�EDQN�RU�RWKHU�LQVWLWXWLRQ��UHDO�HVWDWH�HWF�

7KDW�DOO�JDPEOLQJ�LV�LUUDWLRQDO�WR�DQ�H[WHQW�GUDZV�DWWHQWLRQ�WR�WKH�PDLQ�IRFXV�RI�RXU

SUHVHQWDWLRQ��ZKLFK�FRQFHUQV�KDUP�PLQLPLVDWLRQ�DQG�SUREOHP�SUHYHQWLRQ��,UUDWLRQDO

JDPEOLQJ�EHKDYLRXUV�GR�H[LVW�DPRQJVW�DOO�JDPEOHUV��DQG�ZH�ZRXOG�VXJJHVW�WKDW

SUREOHP�JDPEOHUV�DUH�QRW�D�TXDOLWDWLYHO\�GLIIHUHQW�JURXS�RI�SHRSOH�IURP�WKH�JHQHUDO

SRSXODWLRQ�RI�JDPEOHUV����3HRSOH�ZKR�ODWHU�GHYHORS�D�SUREOHP�W\SLFDOO\�FRPPHQFH

JDPEOLQJ�DV�UHFUHDWLRQDO�JDPEOHUV�ZHOO�LQ�FRQWURO�RI�WKHLU�EHKDYLRXU���,W�LV

DFNQRZOHGJHG�WKDW�LQ�DGGLWLRQ�WR�SUREOHP�JDPEOHUV��WKHUH�DUH�VLJQLILFDQW�QXPEHUV�RI

SDWURQV�ZKR�GLVSOD\�VXE�FOLQLFDO�V\PSWRP�OHYHOV���&RPELQHG�ZLWK�WKH�JHQHUDO

FRQFHSW�RI�JDPEOLQJ�DV�DQ�LUUDWLRQDO�EHKDYLRXU��ZH�EHOLHYH�DOO�SDWURQV�PXVW�EH

UHJDUGHG�DV�SRWHQWLDOO\�DW�ULVN�DQG�QHHG�WR�NQRZ�DERXW�WKH�PHDQV�WR�PLQLPLVH�DQG

SUHYHQW�JDPEOLQJ�UHODWHG�KDUP�

7KH�JDPLQJ�LQGXVWU\·V�YLHZV�DV�H[SUHVVHG�LQ�WKH�$&,/�VXEPLVVLRQ�UHIOHFW�HFRQRPLF

UDWLRQDOLVW�DUJXPHQWV�WKDW�WKH�IUHH�PDUNHW�LV�WKH�EHVW�SURWHFWLRQ�IRU�FRQVXPHUV�

7KRXJK�WKH�JDPEOLQJ�LQGXVWU\�VXJJHVWV�WKDW�LQGLYLGXDO�FRQWUDFWV�EHWZHHQ�VXSSOLHUV

DQG�FRQVXPHUV�ZLOO�UHGUHVV�PRVW�QHJDWLYH�LPSDFWV�DVVRFLDWHG�ZLWK�JDPEOLQJ��WKH

KLVWRU\�RI�LQGXVWULHV�SURWHFWLQJ�WKHLU�FXVWRPHUV�LV�JHQHUDOO\�H[WUHPHO\�SRRU���,W

XVXDOO\�WDNHV�OHJLVODWLYH�VDQFWLRQ�WR�HQVXUH�DGHTXDWH�OHYHOV�RI�SURWHFWLRQ���*DPEOLQJ

LV�QR�GLIIHUHQW��DQG�WKHUH�LV�VFDQW�HYLGHQFH�WKDW�WKH�LQGXVWU\�KDV�UXVKHG�WR�SURYLGH

ZRUOG�FODVV�SURWHFWLRQ�IRU�LWV·�FXVWRPHUV�

7KH�DVVHUWLRQ�E\�WKH�JDPLQJ�LQGXVWU\�WKDW�JRYHUQPHQW�IXQGHG�SUREOHP�JDPEOLQJ

VHUYLFHV�UHSUHVHQW�D�PHULW�JRRG�GRHV�QRW�ZLWKVWDQG�HYHQ�VXSHUILFLDO�VFUXWLQ\���7KH

9LFWRULDQ�%UHDN(YHQ�VHUYLFHV�ZHUH�HVWDEOLVKHG�ZLWK�LQLWLDOO\�PLQLPDO�SXEOLFLW\�DQG�LQ

WKH�H[SHFWDWLRQ�WKDW�IDPLO\�PHPEHUV�ZRXOG�EH�WKH�PDLQ�JURXS�VHHNLQJ�KHOS���&OLHQW

QXPEHUV�KDYH�JURVVO\�H[FHHGHG�H[SHFWDWLRQV�GHVSLWH�QR�PDVV�PHGLD�SURPRWLRQ�RI

WKH�H[LVWHQFH�RI�%UHDN(YHQ�LQ�9LFWRULD��JRYHUQPHQW�DGYHUWLVLQJ�SURPRWHV�*�/LQH��DQG

LQ�IDFW�WKH�PRVW�UHFHQW�PDVV�PHGLD�FDPSDLJQ�LQFOXGHG�QR�KHOS�VHUYLFH�LQIRUPDWLRQ��

7KH�VHUYLFHV�KDYH�EHHQ�H[SDQGHG�FRQVLGHUDEO\��IRU�LQVWDQFH�WKH�VRXWKHUQ�UHJLRQ

SURJUDP�EHLQJ�WULSOHG�LQ�VL]H�WR�PHHW�GHPDQG���)XUWKHU��FOLHQWV�DUH�ODUJHO\�SUREOHP

JDPEOHUV�ZKR�DWWHQG�YROXQWDULO\�DV�WKH�UHVXOW�RI�D�VHOI�LGHQWLILHG�SUREOHP�

7KH�JRYHUQPHQW�DQG�SUREOHP�JDPEOLQJ�VHUYLFHV�DUH�QRW�PDQXIDFWXULQJ�GHPDQG��WKH

GHPDQG�H[LVWV�LQ�DQG�RI�LWVHOI���5DWKHU�WKDQ�SUREOHP�JDPEOLQJ�VHUYLFHV�EHLQJ

SURPRWHG�E\�WKRVH�ZKR�WKLQN�JDPEOHUV�GRQ·W�NQRZ�ZKDW·V�JRRG�IRU�WKHP��VHUYLFHV

DUH�UXQQLQJ�WR�SOD\�FDWFK�XS�ZLWK�WKH�QHHGV�WKDW�JDPEOHUV�DQG�VLJQLILFDQW�RWKHUV

KDYH�LGHQWLILHG�IRU�WKHPVHOYHV���7KLV�LQGLFDWHV�ZKDW�WKH�$&,/�VXEPLVVLRQ�GHHPHG

PDUNHW�IDLOXUH�LQ�RXU�YLHZ�

7KH�UHODWHG�LGHD�WKDW�JRYHUQPHQWV�VKRXOG�QRW�QXUWXUH�GLVDSSRLQWHG�LQGLYLGXDOV�

SDUWLFXODUO\�VLQFH�WKLV�PD\�HQFRXUDJH�IXUWKHU�SUREOHP�EHKDYLRXU��DJDLQ�KLJKOLJKWV



%UHDN(YHQ�6XEPLVVLRQ�WR�3URGXFWLYLW\�&RPPLVVLRQ $XJXVW�����

6

WKH�JDPLQJ�LQGXVWU\�DQG�LW·V�FRQVXOWDQWV·�WRWDO�IDLOXUH�WR�XQGHUVWDQG�WKH�QDWXUH�RI

SV\FKRORJLFDO�SUREOHPV�DQG�WKHLU�WUHDWPHQW���7R�VXJJHVW�SUREOHP�JDPEOLQJ�LV�UHDOO\

DERXW�GLVJUXQWOHG�RU�GLVDSSRLQWHG�JDPEOHUV�ZLWK�SHUVRQDOLW\�GLVRUGHUV��LH�ORVHUV��LV

IDFLOH��HUURQHRXV�DQG�KLJKO\�SHMRUDWLYH���:LWK�UHJDUG�WR�WUHDWPHQW��HYLGHQFH�UHJDUGLQJ

WKH�HIIHFWLYHQHVV�RI�FRXQVHOOLQJ�IRU�SUREOHP�JDPEOLQJ�DQG�RWKHU�SV\FKRORJLFDO

SUREOHPV�LQGLFDWHV�KLJK�VXFFHVV�UDWHV�UDWKHU�WKDQ�H[DFHUEDWLRQ�RI�WKH�SUREOHP�

,W�LV�GLVDSSRLQWLQJ�WR�WKH�9LFWRULDQ�%UHDN(YHQ�VHUYLFHV�WKDW�WKH�JDPLQJ�LQGXVWU\�KDV

PHW�ZLWK�XV�IRU�IRXU�\HDUV��DOORZLQJ�RQO\�OLPLWHG�JDLQV�\HW�QRZ�IHHOV�WKH�QHHG�WR

DWWDFN�RXU�H[LVWHQFH�ZLWKRXW�JRRG�HYLGHQFH���5DWKHU�WKDQ�DSSURDFKLQJ�XV�IRU�IXUWKHU

LQSXW�RQ�HIIHFWLYH�FXVWRPHU�SURWHFWLRQ��WKH�LQGXVWU\�LV�FKRRVLQJ�WR�GLVWDQFH�LWVHOI

IURP�WKH�KHOS�VHUYLFHV�WR�WKH�GHWULPHQW�RI�WKHLU�SDWURQV�

���������%5($.6�,1�3/$<
,W�LV�WKH�FRQWLQXRXV�QDWXUH�RI�SOD\��FRXSOHG�ZLWK�D�IULHQGO\��ZDUP�HQYLURQPHQW�WKDW

RIWHQ�OHDGV�SHRSOH�WR�JDPEOH�ZLWK�PRUH�PRQH\�DQG�IRU�ORQJHU�SHULRGV�WKDQ�WKH\

LQWHQGHG�DW�WKH�VWDUW�RI�WKH�VHVVLRQ���7LPH�DQG�WLPH�DJDLQ�LQ�RXU�SUDFWLFH�ZH�KHDU

FOLHQWV�VD\�WKH\�RQO\�LQWHQGHG�WR�VSHQG������RU�PRUH�OLNHO\������������LI�RQH�KDV�D

SUREOHP�ZLWK�JDPEOLQJ��EXW�WKDW�WKH\�HQGHG�XS�VSHQGLQJ�D�JUHDW�GHDO�PRUH�

7KH�LPSRUWDQFH�RI�WKH�QHHG�IRU�EUHDNV�LQ�SOD\�PXVW�EH�HPSKDVLVHG��5HSRUW�������

,W�LV�KRSHG�WKDW�UHFRPPHQGDWLRQV�IRU�LPSOHPHQWLQJ�EUHDNV�LQ�SOD\�EH�SDUW�RI�WKH�ILQDO

UHSRUW�RI�WKH�3URGXFWLYLW\�&RPPLVVLRQ·V�,QTXLU\�DQG�VKRXOG�LQFOXGH�WKH�IROORZLQJ�

• 2Q�VFUHHQ�GLVSOD\V�DQG�RU�XVH�RI�VPDWFDUGV�WR�SURPSW�JDPH�SOD\HUV�WR�UHJXODUO\

KDYH�DQ�RSSRUWXQLW\�WR�PDNH�D�QXPEHU�RI�FKRLFHV�DQG�WR�UHYLHZ�WKHLU�OHQJWK�RI

SOD\��HWF�

• $�PRUDWRULXP�RQ�IXUWKHU�LQFUHDVHV�LQ�DYDLODELOLW\�RI�JDPEOLQJ�RSSRUWXQLWLHV

SHQGLQJ�D�ZLGH�UDQJLQJ�UHVHDUFK�SURJUDP�EHLQJ�LPSOHPHQWHG���7KHVH�FRXOG

LQFOXGH�FDSV�RQ�PDFKLQHV��FDSV�RQ�YHQXHV��UHJXODWLQJ�RSHQLQJ�WLPHV�DQG

SUHYHQWLQJ����KRXU�JDPEOLQJ�²�WKH�XOWLPDWH�LQ�FRQWLQXRXV�SOD\�

$GGLWLRQDO�KDUP�PLQLPLVDWLRQ�VWUDWHJLHV�VWURQJO\�UHFRPPHQGHG��LQFOXGH�UHPRYDO�RI

DQ\�SRVVLEOH�FUHGLW�JDPEOLQJ��PDNLQJ�()7326�$70�PDFKLQHV�OHVV�HDVLO\�DFFHVVLEOH�

DQG�LVVXLQJ�FKHTXH�SD\RXWV�IRU�ZLQV�RYHU������

���������60$57�&$5'6
7KH�9LFWRULDQ�%UHDN(YHQ�QHWZRUN�LV�LQ�IDYRXU�RI�WKH�LQWURGXFWLRQ�RI�VPDUW�FDUGV

OLQNHG�WR�HQKDQFHG�WHFKQRORJ\�IRU�DOO�JDPEOLQJ�FRQVXPHUV��SDUWLFXODUO\�WKRVH�ZKR

SDUWLFLSDWH�LQ�PRUH�FRQWLQXRXV�IRUPV�RI�JDPEOLQJ�VXFK�DV�(*0·V�

,W�LV�RXU�FRQWHQWLRQ�WKDW�DOO�SOD\HUV�VKRXOG�EH�UHTXLUHG�WR�FRQVFLRXVO\�FKRRVH�WR

SDUWLFLSDWH�LQ�JDPEOLQJ�DFWLYLWLHV�WKURXJK�D�VPDUW�FDUG�DQG�EH�DEOH�WR�UHFHLYH�D

QXPEHU�RI�KDUP�PLQLPLVDWLRQ�DQG�FRQVXPHU�SURWHFWLRQ�PHDVXUHV�E\�WKLV�PHDQV���:H

DUH�LQ�DJUHHPHQW�ZLWK�WKH�JDPEOLQJ�LQGXVWU\�WKDW�JDPEOLQJ�SDUWLFLSDWLRQ�VKRXOG�EH�D

IUHH�FKRLFH���+RZHYHU��ZH�EHOLHYH�XQOLNH�WKH�LQGXVWU\�WKDW�DW�SUHVHQW�JDPEOLQJ
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SDUWLFLSDWLRQ�LV�QRW�D�VXIILFLHQWO\�LQIRUPHG�FKRLFH�DQG�ODFNV�DGHTXDWH�FRQVXPHU

SURWHFWLRQ�PHDVXUHV�

,W�LV�RXU�EHOLHI�WKDW�WKH�REOLJDWLRQ�WR�REWDLQ�D�SHUVRQDO�VPDUW�FDUG�LQ�RUGHU�WR�JDPEOH

ZLOO�QRW�SURYH�D�GLVLQFHQWLYH�IRU�QRQ�SUREOHP�FRQVXPHUV���,W�LV�SULQFLSDOO\�D�RQH�RII

UHTXLUHPHQW�LQ�OLQH�ZLWK�SURFHGXUHV�FRQVXPHUV�DUH�UHTXLUHG�WR�XQGHUJR�DFURVV�D

UDQJH�RI�DFWLYLWLHV�DQG�VHUYLFHV�LQ�RUGHU�WR�JDLQ�DFFHVV�WR�WKHP���0DQ\�JDPLQJ

SDWURQV�DOUHDG\�KDYH�OR\DOW\�FDUGV��RU�KDYH�XVHG�FDUG�EDVHG�(*0·V�VXFK�DV�WKRVH

LQWURGXFHG�E\�7$%&253�ZKHQ�JDPLQJ�ZDV�OHJDOLVHG�LQ�9LFWRULD�

7KH�JDPEOLQJ�LQGXVWU\�ZRXOG�QR�GRXEW�SURWHVW�WKH�FRVW�RI�LQWURGXFLQJ�WKH�UHTXLUHG

WHFKQRORJ\��KRZHYHU�WKH\�PLJKW�FKDUJH�DQ�HVWDEOLVKPHQW�IHH�IRU�WKH�FDUG�WR�DVVLVW�LQ

UHFRXSLQJ�WKH�H[SHQVHV�LQFXUUHG�

)XUWKHU��WHFKQRORJ\�LV�EHFRPLQJ�LQFUHDVLQJO\�VRSKLVWLFDWHG�DFURVV�WKH�JDPEOLQJ

LQGXVWU\��PRUH�UHDGLO\�DOORZLQJ�IRU�WKH�LQFOXVLRQ�RI�SOD\HU�SURWHFWLRQ�SURYLVLRQV���7KLV

UHODWHV�QRW�RQO\�WR�(*0·V��EXW�DOVR�WDEOH�JDPH�SOD\HU�WUDFNLQJ�V\VWHPV��7$%�IDFLOLWLHV

HWF���$V�QRWHG�EHIRUH��HOHPHQWV�RI�WKH�UHTXLUHG�WHFKQRORJ\�DOUHDG\�H[LVWV�LQ�OR\DOW\

SURJUDP�FDUGV��SOD\HU�WUDFNLQJ�V\VWHPV�DQG�FDUG�EDVHG�(*0�SOD\�

7KH�UHTXLUHPHQW�IRU�D�VPDUW�FDUG�ZLWK�3,1�QXPEHU�DQG�DOOLHG�FKDQJHV�WR�(*0·V

DQG�RU�WKH�SURYLVLRQ�RI�FDUG�UHDGHUV�ZRXOG�SRWHQWLDOO\�DOORZ�IRU�D�QXPEHU�RI�SRVLWLYH

RXWFRPHV��LQFOXGLQJ�

�� 3OD\HU�WUDQVDFWLRQ�FRXOG�EH�WUDFNHG��DOORZLQJ�FXVWRPHUV�WR�FKHFN�H[SHQGLWXUH�DQG

ZLQ�ORVV�GDWD���7KLV�ZRXOG�SURYLGH�D�FRQFUHWH�UHDOLW\�FKHFN�IRU�ERWK�SUREOHP�DQG

QRQ�SUREOHP�SOD\HUV��HQFRXUDJLQJ�UHIOHFWLRQ�RQ�WKH�DGYLVDELOLW\�RI�FRQWLQXLQJ

SOD\���2QH�RI�WKH�GLIILFXOWLHV�FOLHQWV�UHSRUW�LV�ORVLQJ�WUDFN�RI�WKH�WLPH�DQG�PRQH\

WKH\�KDYH�VSHQW�JDPEOLQJ��RQO\�UHDOLVLQJ�DIWHU�WKH�IDFW�ZKDW�WKH\�KDYH�GRQH���7KH

V\VWHP�FRXOG�IXUWKHU�EH�SURJUDPPHG�WR�SURYLGH�UHJXODU�H[SHQGLWXUH�XSGDWHV�

SHUKDSV�HYHQ�FXUUHQW�YHUVXV�SUHYLRXV�VSHQGLQJ�WUHQGV�LQ�WKH�PDQQHU�RI�XWLOLW\

ELOOV���3UHGLFWLRQV�RI�OLNHO\�SOD\LQJ�WLPH�DYDLODEOH�IRU�WKH�DPRXQW�WHQGHUHG�FRXOG

DOVR�EH�SURYLGHG�

 

�� 3OD\HUV�ZRXOG�EH�DEOH�WR�SUH�FRPPLW��VHWWLQJ�D�EXGJHW�WKDW�FRXOG�QRW�EH�H[FHHGHG

DW�WKH�WLPH���7KLV�ZRXOG�VHUYH�DV�D�KDUP�PLQLPLVDWLRQ�VWUDWHJ\��DYDLODEOH�DV�D

SRWHQWLDO�EHQHILW�WR�DOO�SOD\HUV���,W�LV�NQRZQ�WKDW�SOD\HUV�ZLWKRXW�D�GLDJQRVHG

JDPEOLQJ�SUREOHP�PD\�FKDVH�WKHLU�ORVVHV��D�GHFLVLRQ�WKH\�ODWHU�UHJUHW���7KH�DELOLW\

WR�SUH�SURJUDP�ORVVHV�UHLQIRUFHV�SOD\HU�GHFLVLRQV�WR�JDPEOH�ZLWKLQ�DQ�DIIRUGDEOH

OLPLW���)RU�SUREOHP�SOD\HUV��WKLV�IDFLOLW\�DOORZV�SOD\�WR�FRQWLQXH�LQ�D�PDQQHU�WKDW�LV

OHVV�GHOHWHULRXV�WKDQ�WKHLU�XVXDO�SDWWHUQ��SHUKDSV�HYHQ�D�QRQ�SUREOHPDWLFDO

SDWWHUQ���7KH�FDUG�PLJKW�DOVR�KDYH�WKH�IDFLOLW\�WR�SUH�FRPPLW�SHUPDQHQWO\��LQ

PXFK�WKH�ZD\�WKDW�FUHGLW�FDUGV�KDYH�D�FHLOLQJ�OLPLW�

 

�� 3OD\HUV�FRXOG�FRQILJXUH�(*0�SOD\�WHPSRUDULO\�RU�SHUPDQHQWO\�WR�WKHLU

UHTXLUHPHQWV���$�YDULDWLRQ�RQ�SUH�FRPPLWPHQW��DJDLQ�DOORZLQJ�FXVWRPHU�WDLORULQJ
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RI�PDFKLQH�SOD\V�LQ�D�PDQQHU�PXFK�PRUH�IOH[LEOH�WKDQ�FXUUHQWO\�DOORZHG���7KLV

PLJKW�LQFOXGH�WLPH�OLPLWV��OLQH�OLPLWV��PD[LPXP�EHW�H[FOXVLRQV��EHW�OLPLWV�HWF�

 

�� 3OD\HUV�FRXOG�VHOI�H[FOXGH�YLD�WKH�FDUG�IRU�YDU\LQJ�SHULRGV�RI�WLPH���7KLV�RSWLRQ

DOORZV�IRU�VLPSOH��QRQ�LGHQWLI\LQJ�H[FOXVLRQ�SURFHVVHV�WKDW�UHTXLUH�QR�JDPEOLQJ

LQGXVWU\�PRQLWRULQJ�RU�VDQFWLRQV���2I�FRXUVH��SOD\HUV�PD\�REWDLQ�PRUH�WKDQ�RQH

FDUG��ERUURZ�VRPHRQH�HOVH·V�HWF���+RZHYHU��YROXQWDU\�DQG�LQYROXQWDU\�H[FOXVLRQ�LQ

DQ\�IRUP�LV�QRW�IRROSURRI��DQG�WKH�FDUG�RSWLRQ�DOORZV�DQRWKHU�DYHQXH�IRU�SHRSOH

ZLWK�JDPEOLQJ�SUREOHPV�WR�PDQDJH�WKHLU�RZQ�GLIILFXOWLHV���,W�DOVR�DOORZV�IRU�DQ

LQVWDQWDQHRXV�DQG�PRUH�IOH[LEOH�H[FOXVLRQ�V\VWHP�WKDQ�FXUUHQWO\�H[LVWV��LQ�WKDW

H[FOXVLRQV�WHQG�WR�EH�IRU�SDUWLFXODU�VHW�WLPH�SHULRGV��DQG�IROORZ�D�SURWRFRO�WKDW

FDQ�EH�GHOD\HG�LQ�FRXQWU\�DUHDV�GXH�WR�ODFN�RI�DYDLODEOH�VWDII�WR�SURFHVV�WKH

H[FOXVLRQ�

�� $VVXPLQJ�WKH�LQIRUPDWLRQ�FRXOG�EH�VWRUHG�DQG�VHSDUDWHG�IURP�LGHQWLILHUV��LW

ZRXOG�EH�KLJKO\�YDOXDEOH�DV�D�VRXUFH�RI�GDWD�IRU�UHVHDUFK�DQG�SROLF\�GHYHORSPHQW

LQLWLDWLYHV
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���������0$&+,1(�02',),&$7,216

$�QXPEHU�RI�VWXGLHV�KDYH�HPSKDVLVHG�WKH�LPSRUWDQFH�RI�EUHDNV�LQ�SOD\�IRU�SUREOHP

JDPEOHUV���3URIHVVRU�0DUN�'LFNHUVRQ�LQ�D�UHFHQW�SDSHU�RQ�SUHYDOHQFH�RI�SUREOHP

JDPEOLQJ�REVHUYHG�WKDW�RQH�RI�WKH�GLVWLQJXLVKLQJ�FKDUDFWHULVWLFV�RI�SUREOHP�SOD\V�LQ

GXUDWLRQ�RI�VHVVLRQ���7KH�VWXG\�KH�ZDV�FRPPHQWLQJ�RQ��IURP�1RYD�6FRWLD��UHSRUWHG

SUREOHP�SOD\HUV�DYHUDJH�VHVVLRQV�ZDV�����PLQXWHV�FRPSDUHG�ZLWK����PLQXWHV�IRU

¶IUHTXHQW·�SOD\HUV��DQG����PLQXWHV�IRU�UHFUHDWLRQDO�SOD\HUV��

3UREOHP�SOD\HUV�FRPPRQO\�UHSRUW�WKH\�KDYH�ORVW�WUDFN�RI�WLPH�RU�KDYH�HQWHUHG�LQWR�D

WUDQFH�OLNH�VWDWH���)URP�D�FRXQVHOOLQJ�SHUVSHFWLYH��LW�LV�FUXFLDO�WKDW�SOD\V�UHJDLQ�WKH

DELOLW\�WR�OLPLW�WKHLU�VHVVLRQ�LQ�RUGHU�WR�DFKLHYH�D�FRQWUROOHG�OHYHO�RI�SOD\�

,W�LV�ORJLFDO�WKHQ�WKDW�ZH�ORRN�WR�WKH�RSHUDWLRQ�RI�WKH�PDFKLQHV�DQG�FRQVLGHU�ZD\V�RI

DFKLHYLQJ�FRQWURO���7KHUH�DUH�D�QXPEHU�RI�UHFRPPHQGDWLRQV�LQ�WKH�""""���$QRWKHU

FKDUDFWHULVWLF�QRWHG�LQ�WKH�1RYD�6FRWLD�VWXG\�LV�WKDW�SUREOHP�JDPEOHUV�SOD\�ZLWK�PXFK

KLJKHU�VWDNHV���7KH�GLVDVVRFLDWLRQ�RI�PRQH\�IURP�¶FUHGLWV·�LQ�PDFKLQH�GHVLJQ�OHQGV

LWVHOI�WR�D�ORVV�RI�UHDOLW\���,W�DGGV�WR�WKH�QDWXUH�RI�WKH�JDPH��WKDW�\RX�DUH�SOD\LQJ�ZLWK

¶FUHGLWV·�QRW�PRQH\��DQG�SHRSOH�WHQG�WR�EH�PRUH�UHFNOHVV�LQ�JDPH�SOD\LQJ�WKDQ�UHDO

OLIH���%UHDN(YHQ�WKHUHIRUH�UHFRPPHQGV�WKDW�WKH�PDFKLQHV�GLVSOD\�WKH�DFWXDO�PRQH\�

EHLQJ�VWRNHG��ZRQ�DQG�ORVW���:KLOH�LW�LV�D�JDPH��LW�GRHV�KDYH�YHU\�UHDO�FRQVHTXHQFHV�

7KH�-HOOLQHN�&RQVXOWDQF\�LQ�$PVWHUGDP�1RYHPEHU������UHFRPPHQGHG�D�QXPEHU�RI

ZD\V�LQ�ZKLFK�SOD\�FDQ�EH�EURNHQ�LQ�WKHLU�UHSRUW�WR�WKH�1LMSHOV�&RPPLWWHH�RQ�(FRQRPLF

DQG�6RFLDO�,PSDFWV�RI�*DPEOLQJ�LQ�(XURSH��

7KHVH�LQFOXGH�UHFRPPHQGDWLRQV�WKDW�FUHGLWV�EH�VWRUHG�LQ�D�ZLQ�EDQN�LQVWHDG�RI�ZLWKLQ

WKH�FXUUHQW�FUHGLW�PHWHU���,W�ZRXOG�QRW�EH�SRVVLEOH�IRU�SDWURQV�WR�XQFRQVFLRXVO\�VSHQG

WKHLU�ZLQQLQJV�RQ�D�SURJUHVVLYH�EDVLV���7KH\�QHHG�WR�EH�ZLWKGUDZQ��EHFRPLQJ�FDVK�LQ

KDQG��EHIRUH�EHLQJ�UH�VWDNHG���$�FRQVFLRXV�GHFLVLRQ�LV�UHTXLUHG���7KH�WUDQFH�LV�EURNHQ�

$�IXUWKHU�UHFRPPHQGDWLRQ�RQ�DXWRPDWLF�SD\RXW�LV�DOVR�HQGRUVHG���2QFH�WKH�ZLQ�EDQN

KDV�UHDFKHG�D�FHUWDLQ�OHYHO��VD\�������WKH�PDFKLQH�SD\V�RXW���$�UHDOLW\�FKHFN���7KH\·UH

GHDOLQJ�ZLWK�PRQH\�DJDLQ�

$�EULHI�ZDLWLQJ�SHULRG��RI����RU����VHFRQGV��DIWHU�SD\RXW�LV�DOVR�UHFRPPHQGHG���2WKHU

UHFRPPHQGDWLRQV�RI�WKH�-HOOLVK��&RQVXOWDQF\�FDQ�ZH�EHOLHYH�EH�DFKLHYHG�E\�WKH�¶6PDUW

&DUG·�DOUHDG\�UHIHUUHG�WR���7KHVH�LQFOXGH�WKH�QHHG�WR�FRQVFLRXVO\�VWDUW�D�JDPH�DIWHU�RQ

VFUHHQ�FRQVXPHU�LQIRUPDWLRQ�RQ�WKH�QDWXUH�RI�WKH�JDPH�EH�GLVSOD\HG�

                                                
���'LFNHUVRQ��0��¶&RQWHPSRUDU\�5HVHDUFK�LQWR�*DPEOLQJ��,PSOLFDWLRQV�IRU�&RXQVHOORUV�ZRUNLQJ�ZLWK

3UREOHP�*DPEOHUV·�DSS���
���)RXUWHHQ�SRLQWV�RI�WKH�1LMSHOV�&RPPLWWHH���%UHDNV�WR�3OD\��DSS����
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)XUWKHU��ZH�UHFRPPHQG�WKDW�RQ�VFUHHQ�LQIRUPDWLRQ�EH�GLVSOD\HG�IRU����VHFRQGV�DIWHU

HDFK�ZLQ��DV�ZHOO�DV�DW�KDOI�KRXUO\�LQWHUYDOV���7KH�LQIRUPDWLRQ�ZRXOG�EH�GXUDWLRQ�RI

SDO\��PRQH\�VWDNHG��ZRQ�DQG�ORVW�LQ�HDFK�HSLVRGH�
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���������27+(5�0($685(6

7KH�9LFWRULDQ�%UHDN(YHQ�QHWZRUN�EHOLHYHV�IXUWKHU�UHVHDUFK�LQWR�DSSURSULDWH�KDUP

PLQLPLVDWLRQ�PHDVXUHV�LV�UHTXLUHG���7KHUH�LV�D�GHDUWK�RI�JRRG�TXDOLW\�UHVHDUFK�LQ

$XVWUDOLD�DQG�RYHUVHDV�ZKLFK�FDQ�DGHTXDWHO\�LQIRUP�WKH�GHEDWH�RYHU�DSSURSULDWH

DVVLVWDQFH�PHDVXUHV���,GHRORJ\��DQHFGRWHV��IRONORUH��XUEDQ�P\WK��¶IDFWV·�ERUURZHG

IURP�WKH�GUXJ�DQG�DOFRKRO�ILHOG�DQG�FRPPRQ�VHQVH�VHHP�WR�EH�FRPELQHG�RU�WKURZQ

LQWR�FRPEDW�LQ�DWWHPSWV�WR�FDSWXUH�WKH�¶WUXWK·�DERXW�SUREOHP�JDPEOLQJ�

,QGHSHQGHQWO\�FRQGXFWHG�DQG�SXEOLFO\�DYDLODEOH�JDPEOLQJ�UHVHDUFK�ZLOO�PRYH�WKH

GHEDWH�RQWR�D�PXFK�PRUH�VRSKLVWLFDWHG�SODLQ��DQG�IRFXV�DOO�SDUWLFLSDQWV�PRUH

GLUHFWO\�RQ�NH\�LVVXHV�

:H�ZRXOG�DOVR�OLNH�WR�HQGRUVH�WKH�9LFWRULDQ�3UHPLHU·V�VXJJHVWLRQV�WKDW�WKH

DSSURSULDWHQHVV�RI�FXUUHQW�DGYHUWLVLQJ�EH�LQYHVWLJDWHG��SDUWLFXODUO\�LQ�OLJKW�RI�WKH

FXUUHQW�ODFN�RI�D�VXLWDEOH�DGYHUWLVLQJ�FRPSODLQWV�PHFKDQLVP��DQG�WKDW�WKH�DYDLODELOLW\

RI�$70·V�DQG�()7326�IDFLOLWLHV�LQ�JDPEOLQJ�YHQXHV�EH�UHYLHZHG�

7KH�9LFWRULDQ�%UHDN(YHQ�VHUYLFHV�DUH�QRW�WU\LQJ�WR�HPSLUH�EXLOG��QRU�DUH�ZH

DWWHPSWLQJ�WR�PDLQWDLQ�MREV�IRU�RXUVHOYHV�EHFDXVH�ZH�ZRXOG�EH�LQFDSDEOH�RI�JDLQLQJ

HPSOR\PHQW�LQ�DQRWKHU�ILHOG��GHVSLWH�LPSOLFLW�DVVXPSWLRQV�WR�WKH�FRQWUDU\���7KH

VLPSOH�IDFW�LV�WKDW�GHPDQG�IRU�RXU�VHUYLFHV�FRQWLQXHV�WR�H[SDQG��DV�PRUH�SHRSOH

UHDOLVH�ZH�H[LVW�

���������,17(51(7�*$0%/,1*

7KH�&RPPLVVLRQHU�UHTXHVWHG�FRPPHQWV�RQ�WKH�HIIHFWV�RI�,QWHUQHW�*DPEOLQJ���$IWHU

FRQVXOWDWLRQ�ZLWK�%UHDN(YHQ�$JHQFLHV�VWDWHZLGH�LW�PXVW�EH�VWDWHG�WKDW�YHU\�IHZ

SUHVHQWDWLRQV�WR�WKH�VHUYLFHV�KDYH�UHODWHG�WR�LQWHUQHW�JDPEOLQJ���+RZHYHU��WKH

%UHDN(YHQ�(DVWHUQ�VHUYLFH�KDG�FRPSLOHG�VRPH�FRPPHQWV�RQ�WKH�LVVXH�IRU�D�UHFHQW

VHQDWH�HQTXLU\���7KHVH�DUH�DWWDFKHG�IRU�WKH�SHUXVDO�RI�WKH�&RPPLVVLRQHUV��DOWKRXJK

WKH\�GR�QRW�QHFHVVDULO\�UHSUHVHQW�WKH�YLHZV�RI�DOO�%UHDN(YHQ�VHUYLFHV�

�DSS���5HVSRQVH�WR�&RPPLWWHH·V�LQTXLU\�LQWR�RQOLQH�JDPEOLQJ�DWWDFKHG��



&RQWHPSRUDU\�5HVHDUFK�LQWR�*DPEOLQJ��,PSOLFDWLRQV�IRU�&RXQVHOORUV

:RUNLQJ�ZLWK�3UREOHP�*DPEOHUV

0$5.�',&.(5621

7DWWHUVDOO·V�&KDLU�LQ�3V\FKRORJ\

'HSDUWPHQW�RI�3V\FKRORJ\��)DFXOW\�RI�$UWV�DQG�6RFLDO�6FLHQFHV�

8QLYHUVLW\�RI�:HVWHUQ�6\GQH\�0DFDUWKXU

$%675$&7

7KLV�SDSHU�EULHIO\�FRQVLGHUV�WKH�UHODWLYH�H[SORVLRQ�RI�UHVHDUFK�ZRUOG�ZLGH�LQWR�WKH

KDUPIXO�LPSDFWV�RI�JDPEOLQJ�WKDW�LPSLQJHV�RQ�WKH�SOD\HU�DQG�KLV�RU�KHU�IDPLO\��7KH

GLIIHUHQW�WKHRUHWLFDO�DVVXPSWLRQV�WKDW�XQGHUSLQ�VRPH�RI�WKH�VXUYH\V�FRPSOHWHG�LQ

WKH�8QLWHG�6WDWHV��&DQDGD�DQG�KHUH�LQ�$XVWUDOLD��LQ�1HZ�6RXWK�:DOHV��DUH�H[DPLQHG

WR�LOOXVWUDWH�WKH�GLIIHUHQW�W\SHV�RI�LQIRUPDWLRQ�WKDW�HDFK�DSSURDFK�PD\�FRQWULEXWH�WR

WKH�GHYHORSPHQW�RI�FRXQVHOOLQJ�VHUYLFHV��5HJDUGOHVV�RI�ZKHWKHU�WKH�DVVXPSWLRQV

XQGHUO\LQJ�D��W\SLFDO�SUHYDOHQFH�VWXG\�DUH�EDVHG�RQ�WKH�FRQFHSW�RI�PHQWDO�GLVRUGHU

RU�DUH�IRFXVVHG�RQ�SUREOHPV�DULVLQJ�IURP�JDPEOLQJ��WKH�LQIRUPDWLRQ�JHQHUDWHG�E\

WKH�UHVHDUFK�WHQGV�WR�EH�OHVV�REYLRXVO\�XVHIXO�WR�FRXQVHOORUV�WKDQ�GHVFULSWLYH

LQIRUPDWLRQ�WKDW�GHWDLOV�WKH�DFWXDO�SOD\HU�EHKDYLRXUV��DWWLWXGHV�DQG�EHOLHIV��7KH

UHFHQW�VWXG\�RI�9LGHR�/RWWHU\�7HUPLQDO��9/7��SOD\HUV�LQ�1RYD�6FRWLD��6FKHOOLQFN��	

6FKUDQV�������LV�FRQVLGHUHG�LQ�VRPH�GHWDLO�DV�DQ�H[FHOOHQW�H[DPSOH�RI�D�UHVHDUFK

VXUYH\�WKDW�JHQHUDWHG�LQIRUPDWLRQ�WKDW�KDV�WKH�SRWHQWLDO�WR�LQIRUP�WKH�PHWKRGV�DQG

DSSURDFKHV�DGRSWHG�E\�FRXQVHOORUV�LQ�ZRUNLQJ�ZLWK�SUREOHP�JDPEOHUV�

,Q�$XVWUDOLD�DV�WKH�GLIIHUHQW�6WDWHV�DQG�7HUULWRULHV�KDYH�GHYHORSHG�SROLFLHV�WKDW�KDYH

OHDG�WR�WKH�VHWWLQJ�XS�RI�VHUYLFHV�IRU�SUREOHP�JDPEOHUV�DQG�WKHLU�IDPLOLHV�UHVHDUFK

LQIRUPDWLRQ�KDV�EHHQ�XVHG�WR�VXSSRUW�DQG�GHYHORS�WKHVH�LQLWLDWLYHV��7KH�PRVW

FRPPRQ�VHTXHQFH�RI�HYHQWV�KDV�EHHQ�WKH�FRQGXFW�RI�D�SUHYDOHQFH�VWXG\�VDPSOLQJ

WKH�JHQHUDO�SRSXODWLRQ�LQ�RUGHU�WR�HVWDEOLVK�WKH�H[WHQW�WR�ZKLFK�WKH�QHJDWLYH�LPSDFWV

RI�JDPEOLQJ�H[LVW�DQG�ZLWK�D�YLHZ�WR�HVWLPDWLQJ�WKH�QHHG�IRU�VHUYLFHV�IRU�LQGLYLGXDOV

VR�DIIHFWHG��,Q�D�UHFHQW�UHYLHZ�RI�VXFK�VWXGLHV�6KDIIHU��+DOO�	�9DQGHU�%LOW�������

TXHVWLRQ�WKH�YDOXH�RI�VXFK�VXUYH\V�IURP�D�VRFLDO�SROLF\�SHUVSHFWLYH�EXW�LW�LV�DOVR

YDOXDEOH�WR�FRQVLGHU�WKH�H[WHQW�WR�ZKLFK�WKDW�NLQG�RI�UHVHDUFK�PDNHV�D�FRQWULEXWLRQ

WR�WKH�FRXQVHOORU�DW�WKH�¶FRDO�IDFH·�ZKR�LV�DFWXDOO\�ZRUNLQJ�ZLWK�SUREOHP�JDPEOHUV�

2QH�ZD\�RI�WKLQNLQJ�DERXW�WKH�ZRUN�RI�D�FRXQVHOORU�LV�WKDW�WKH�JRDO�RI�FRXQVHOOLQJ

PD\�EH�IUDPHG�DV�¶HQDEOLQJ�WKH�FOLHQW�WR�PDNH�LQIRUPHG�GHFLVLRQV�DERXW�WKHLU

JDPEOLQJ�EHKDYLRXU·��7KH�FRPPRQHVW�JHQHULF�DSSURDFK�WDNHQ�WR�WKLV�WDVN�ZLWKLQ�WKH

%UHDN�(YHQ�VHUYLFHV�ZLWKLQ�$XVWUDOLD�LV�EHVW�GHVFULEHG�DV��FRJQLWLYH�EHKDYLRXUDO�

7KHUHIRUH�WKH�UHVHDUFK�LQIRUPDWLRQ�WKDW�PD\�DVVLVW�FRXQVHOORUV�PD\�ZHOO�EH�WKDW

ZKLFK�FODULILHV�FRQVWUXFWV�VXFK�DV�UHDGLQHVV�IRU�FKDQJH��FXH�H[SRVXUH��EHOLHIV�DQG

H[SHFWDWLRQV�DV�ZHOO�DV��WKH�LPSDFWV�RI�GHSUHVVHG�PRRG�DQG�FRQFXUUHQW�DOFRKRO�XVH�



7KH�SULPDU\�JRDO�RI�WKLV�SDSHU�LV�WR�GUDZ�RXW�WKH�H[WHQW�WR�ZKLFK�GLIIHUHQW

DSSURDFKHV�WR�UHVHDUFK�LQ�JDPEOLQJ�GR�RU�GR�QRW�SURYLGH�WKLV�VRUW�RI�LQIRUPDWLRQ�

,Q�WHUPV�RI�SUHYDOHQFH�VWXGLHV�WKHUH�LV�PXFK�DFWLYLW\�DURXQG�WKH�ZRUOG��,Q�WKH�86��IRU

WKH�ILUVW�WLPH�VLQFH������WKHUH�LV�D�IHGHUDO�VWXG\�RI�WKH�HFRQRPLF�DQG�VRFLDO�LPSDFWV

RI�JDPEOLQJ��7KH�PRVW�UHFHQW�SUHYDOHQFH�VWXG\�FRPSOHWHG�DV�D�SDUW�RI�WKLV

SURJUDPPH�RI�UHVHDUFK�ZLOO�EH�FRQVLGHUHG�LQ�PRUH�GHWDLO�ODWHU�LQ�WKLV�SDSHU��,Q�WKH

8.�WKH�ILUVW�QDWLRQDO�VWXG\�RI�JDPEOLQJ�UHODWHG�SUREOHPV�LV�LQ�WKH�SODQQLQJ�VWDJH

ZKHUHDV�LQ�1HZ�=HDODQG�WKHUH�LV�WR�EH�D�UHSOLFDWLRQ�RI�WKHLU�ILUVW�QDWLRQDO�VWXG\

FRPSOHWHG�LQ����������$EERWW�	�9ROEHUJ������������



,Q�$XVWUDOLD�LQGLYLGXDO�6WDWHV�FRQWLQXH�WR�HYDOXDWH�WKH�LPSDFW�RI�JDPEOLQJ�H�J�

9LFWRULD��WKH�9&*$�ODWHVW��VXUYH\�RI�FRPPXQLW\�JDPEOLQJ�SDWWHUQV�DQG�SHUFHSWLRQV

ZDV�UHOHDVHG�DW�WKH�HQG�RI�$SULO��������9&*$��������EXW�DOVR�IRU�WKH�ILUVW�WLPH�WKHUH

LV�FXUUHQWO\�D�IHGHUDO�LQTXLU\�LQWR�JDPEOLQJ��7KLV�LV�EHLQJ�FRQGXFWHG�E\�WKH

3URGXFWLYLW\�&RPPLVVLRQ�DQG�LQFOXGHV�D�SRSXODWLRQ�VXUYH\�WKDW�ZLOO�DVVHVV�WKH�H[WHQW

RI�JDPEOLQJ�UHODWHG�SUREOHPV�

7KUHH�H[DPSOHV�IURP�WKLV�FRQWHPSRUDU\�UHVHDUFK�ZLOO�LOOXVWUDWH�KRZ�WKH�WDVN�RI

EXLOGLQJ�EULGJHV�IURP�WKH�GDWD�VHWV�WR�WKH�WDVN�RI�WKH�FRXQVHOORU�YDULHV�JUHDWO\�IURP

SURMHFW�WR�SURMHFW�

♦ 7KH�PRVW�UHFHQW�VWXG\�LQ�WKH�86�FRPSOHWHG�E\�WKH�1DWLRQDO�2SLQLRQ�5HVHDUFK

&HQWUH�DW�WKH�8QLYHUVLW\�RI�&KLFDJR�IRU�WKH�1DWLRQDO�*DPEOLQJ�,PSDFW�6WXG\

&RPPLVVLRQ�ZDV�EDVHG�RQ�D�PHDVXUH�GHULYHG�IURP�WKH�PHQWDO�GLVRUGHU

FRQFHSWXDOLVDWLRQ�RI�SUREOHP�JDPEOLQJ��L�H��WKH�'60�,9��$3$���������7KLV�ZLOO�EH

UHIHUUHG�WR�DV�WKH�125&�UHSRUW��

♦ ,Q�$XVWUDOLD�LQ�16:�D�UHSHDW�RI�DQ�HDUOLHU�VWXG\�WKDW�VHW�RXW�WR�GHWHFW�DQG�HVWLPDWH

WKH�H[WHQW��GHJUHH�DQG�FRVWV�RI�JDPEOLQJ�UHODWHG�SUREOHPV�SURYLGHV�D

FRQWUDVWLQJ�DSSURDFK��,Q�WKLV�VWXG\��16:�6WXG\���5HSHDW�������WKH�SUHIHUHQFH

ZDV�WR�DYRLG�WKH�ODQJXDJH�DQG�DVVXPSWLRQV�RI�PHQWDO�GLVRUGHU�JLYLQJ�SULRULW\�WR

GHVFULELQJ�DQG�TXDQWLI\LQJ�WKH�QHJDWLYH�LPSDFWV�

♦ ,Q�1RYD�6FRWLD��6FKHOOLQFN�	�6FKUDQV�������RQH�RI�WKH�ILUVW�SXEOLVKHG�VWXGLHV�WKDW

GHOLEHUDWHO\�UHMHFWHG�H[LVWLQJ�PHDVXUHV�RI�SUHYDOHQFH�VXFK�DV�WKH�6RXWK�2DNV

*DPEOLQJ�6FUHHQ��62*6��/HVLHXU�	�%OXPH�������SURYLGHV�RQH�RI�WKH�PRVW

LQWHUHVWLQJ�FRPSDULVRQV�ZLWK�WKH�PRUH�WUDGLWLRQDO�DSSURDFKHV���+HUHDIWHU�UHIHUUHG

WR�DV�WKH�9/7�VWXG\�

7KH�125&�UHSRUW�

$V�RQH�PDMRU�DVSHFW�RI�WKH�UHVHDUFK�IXQGHG�E\�WKH�1DWLRQDO�*DPEOLQJ�,PSDFW�6WXG\

&RPPLVVLRQ�WKH�QDWLRQDO�SUHYDOHQFH�VWXG\�FRQGXFWHG�E\�WKH�1DWLRQDO�2SLQLRQ

5HVHDUFK�&HQWUH�DW�WKH�8QLYHUVLW\�RI�&KLFDJR�LQ�FROODERUDWLRQ�ZLWK�VHYHUDO�RWKHU

UHVHDUFK�FRQVXOWDQWV�WKH�125&�UHSRUW�ZDV�H[SHFWHG�WR�EH�VHWWLQJ�EHQFKPDUNV�IRU

WKH�TXDOLW\�RI�WKH�PHWKRGV�DGRSWHG��7KH�ILQDO�UHSRUW�UHOHDVHG�RQ�0DUFK��WK�����

�KWWS���ZZZ�QRUF�XFKLFDJR�HGX��UHPDLQV�VRPHWKLQJ�RI�DQ�HQLJPD��7KH�PHDVXUH

DGRSWHG�IRU�XVH�LQ�HYDOXDWLQJ�WKH�OHYHO�RI�3DWKRORJLFDO�*DPEOLQJ�LQ�WKH�JHQHUDO

SRSXODWLRQ�ZDV�EDVHG�RQ�WKH�'60�,9��$3$�������GLDJQRVWLF�FULWHULD��$OWKRXJK�WKH

FRQVWUXFW�YDOLGLW\�ZDV�WKHUHIRUH�KLJK�ZLWK�UHIHUHQFH�WR�PHQWDO�GLVRUGHU�WKH�DFFXUDF\

RI�WKH�VFDOH�UHPDLQV�XQNQRZQ�DQG�WKHUHIRUH�WKH�SUHYDOHQFH�UDWHV�DUH�XQIRUWXQDWHO\

RI�XQNQRZQ�YDOLGLW\�

7KH�SUHYDOHQFH�UDWHV�JLYHQ�LQ�WKH�UHSRUW�DUH�������IRU�SUREOHP�JDPEOHUV�DQG�D

IXUWKHU�������IRU�3DWKRORJLFDO�*DPEOHUV��7KH�FRUUHODWHV�RI�WKHVH�FDWHJRULHV�ZHUH



LQFUHDVHG�UDWHV�RI�DOFRKRO�GUXJ�GHSHQGHQFH��PDQLF�V\PSWRPV�DQG�GHSUHVVLYH

HSLVRGH�

16:�6WXG\���5HSHDW�������

7KH�REMHFWLYH�RI�WKLV�VWXG\�ZDV�WR�UHSOLFDWH�WKH�HDUOLHU�DVVHVVPHQW�RI�WKH�H[WHQW�RI

SUREOHP�JDPEOLQJ�LQ�16:�ZLWK�D�YLHZ�WR�WUDFNLQJ�FKDQJHV�VLQFH�WKH�LQWURGXFWLRQ�RI

WKH�FDVLQR��7KH�PHDVXUH�XVHG�ZDV�WKH�62*6��/HVLHXU�	�%OXPH�������LQ�DVVRFLDWLRQ

ZLWK�PDQ\�RWKHU�GHWDLOHG�TXHVWLRQV�DERXW�JDPEOLQJ�EHKDYLRXUV��EHOLHIV�DQG�WKH

SRVLWLYH�DQG�QHJDWLYH�LPSDFWV�RI�JDPEOLQJ�RQ�WKH�LQGLYLGXDO��7KH�UHVXOWV�ZHUH�JLYHQ

ERWK�DV�D�GHVFULSWLYH�SLFWXUH�RI�UHJXODU�SOD\HUV�DV�ZHOO�DV�LQ�WHUPV�RI�WKH�SURSRUWLRQ

RI�WKH�SRSXODWLRQ�ZKR�ZHUH�FRQVLGHUHG�WR�EH�DW�ULVN�RI�JDPEOLQJ�UHODWHG�SUREOHPV�

7KH�UHVXOWV�IRXQG�WKDW�WKH�DW�ULVN�SRSXODWLRQ��VFRULQJ���RU�PRUH�RQ�WKH�62*6��KDG

ULVHQ�IURP������WR��������RI�WKH�JHQHUDO�SRSXODWLRQ�IURP������WR�������WKH�\HDUV�RI

DFWXDO�GDWD�FROOHFWLRQ���7KH�FKDQJH�FRXOG�QRW�EH�DWWULEXWHG�WR�WKH�LQWURGXFWLRQ�RI�WKH

FDVLQR�JLYHQ�WKH�VLJQLILFDQW�FKDQJHV�HOVHZKHUH�LQ�WKH�JDPEOLQJ�PL[�DYDLODEOH�LQ�16:�

)RU�H[DPSOH�WKHUH�ZDV�D������LQFUHDVH�LQ�WKH�WRWDO�QXPEHU�RI�JDPLQJ�PDFKLQHV�ZLWK

VLJQLILFDQW�FKDQJHV�ZLWKLQ�WKH�KRWHO�YHQXHV�LQ�SDUWLFXODU��7KHUH�ZHUH�DOVR�QRWDEOH

GHYHORSPHQWV�LQ�WKH�W\SH�RI�ORWWHU\�SURGXFWV�EHLQJ�PDUNHWHG�GXULQJ�WKH�VDPH

SHULRG��7KH�UHVXOWV�VXJJHVWHG�WKDW�WKH�LQFUHDVH�LQ�WKH�SRSXODWLRQ�DW�ULVN�ZDV�PRUH

OLNHO\�WR�EH�DVVRFLDWHG�ZLWK�WKHVH�ODWWHU�WZR�FKDQJHV�WKDQ�WKH�LQWURGXFWLRQ�RI�WKH

FDVLQR�

7KH�GHVFULSWLYH�LQIRUPDWLRQ�LV�RI�UHOHYDQFH�WR�WKH�SUHVHQW�GLVFXVVLRQ�DQG�VRPH�RI�WKH

NLQGV�RI�GDWD�WKDW�WKH�UHSRUW�SURGXFHG�IRU�UHJXODU�SOD\HUV�DUH�LOOXVWUDWHG�DW�)LJXUH��

EHORZ�

��WK0D\����

)LJXUH����([DPSOHV�RI�QHJDWLYH�LPSDFWV�RQ)LJXUH����([DPSOHV�RI�QHJDWLYH�LPSDFWV�RQ
UHJXODU�SOD\HUV�IURP�WKH�16:�6WXG\���5HSHDWUHJXODU�SOD\HUV�IURP�WKH�16:�6WXG\���5HSHDW
������������
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1RWH��UHJ�ORWWR�UHIHUV�WR�UHVSRQGHQWV�ZKR�ZHHNO\�RU�PRUH�IUHTXHQWO\�SOD\HG�ORWWR�EXW

GLG�QRW�XVH�DQ\�RWKHU�JDPEOLQJ�SURGXFW�ZLWK�VXFK�UHJXODULW\��2WKHU�UHIHUV�WR�SOD\HUV

ZKR�ZHHNO\�RU�PRUH�IUHTXHQWO\�XVHG�D�FRQWLQXRXV�IRUP�RI�JDEEOLQJ�VXFK�DV�FDVLQR

WDEOH�JDPHV��EHWWLQJ�RU�JDPLQJ�PDFKLQHV�



´OLHVµ� �,�KDYH�WROG�OLHV�DERXW�P\�JDPEOLQJ�µHVFDSHµ� �:KHQ�,�IHOW�GHSUHVVHG�,�XVHG�JDPEOLQJ�WR

HVFDSH��´SUREOHPµ� �,�KDYH�IHOW�WKDW�P\�JDPEOLQJ�ZDV�D�SUREOHP���´GHSUHVV·Gµ� �$IWHU�ORVLQJ�KHDYLO\

,�KDYH�IHOW�GHSUHVVHG���´ORQJHUµ� �:KHQ�,·YH�JDPEOHG�,·YH�JRQH�RQ�IRU�ORQJHU�WKDQ�SODQQHG��µH[S·W

ZLQµ� �(DFK�WLPH�,�JDPEOHG�,�H[SHFWHG�WR�ZLQ��



0DNLQJ�OLQNDJHV�WR�FRXQVHOOLQJ�IURP�WKH�125&�UHSRUW�DQG�WKH�16:�6WXG\

��5HSHDW�VXUYH\V�

,Q�WKH�SODQQLQJ�RI�WKH�GHYHORSPHQW�RI�VHUYLFHV�IRU�SUREOHP�JDPEOHUV�DQG�WKHLU

IDPLOLHV�WKH�NLQGV�RI�GDWD�SURYLGHG�E\�WKH�125&�UHSRUW�KDV�LWV�SODFH��,W�LV�FOHDUO\�RI

YDOXH�WR�EH�DZDUH�WKDW�WKH�SRSXODWLRQ�EHLQJ�VHUYHG�PD\�DOVR�KDYH�VSHFLILF�DGGLWLRQDO

QHHGV�WKDW�FDQ�EH�GHVFULEHG�DV�FR�RFFXUULQJ�PHQWDO�GLVRUGHUV�VXFK�DV�VXEVWDQFH

GHSHQGHQFH�DQG�GHSUHVVLYH�HSLVRGHV��7KLV�PD\�LPSDFW�XVHIXOO\�DW�WKH�FRXQVHOORU

OHYHO�E\�IRU�H[DPSOH�LQIOXHQFLQJ�WKH�UDQJH�DQG�W\SH�RI�VFUHHQLQJ��DVVHVVPHQW

SURFHGXUHV�XVHG�ZLWK�QHZ�FOLHQWV�

7KH�GHVFULSWLYH�GDWD�IURP�WKH�16:�VWXG\�KDV�PRUH�GHWDLO�WKDQ�WKH�W\SLFDO�SUHYDOHQFH

VWXG\�FRQGXFWHG�LQ�WKH�86��7KLV�PD\�SHUPLW�WKH�FRXQVHOORU�WR�GHYHORS�DQ

XQGHUVWDQGLQJ�RI�WKH�W\SHV�RI�EHKDYLRXUV�DQG�EHOLHIV�WKDW�DUH�HVSHFLDOO\�DVVRFLDWHG

ZLWK�EHLQJ�DW�ULVN�DQG�DOVR�WR�DSSUHFLDWH�WKDW�IRU�PRVW�UHJXODU�SOD\HUV�RI�FRQWLQXRXV

IRUPV�RI�JDPEOLQJ��FRQWURO�RU�VHOI�UHJXODWLRQ�RI�H[SHQGLWXUH�DQG�GXUDWLRQ�RI

VHVVLRQV�RI�SOD\�LV�GLIILFXOW�WR�PDLQWDLQ�DW�DOO�WLPHV��7KLV�¶QRUPDOLVLQJ·�RI�WKH

JDPEOLQJ�H[SHULHQFHV�FDQ�EH�HVSHFLDOO\�KHOSIXO�WR�FRXQVHOORUV�ZKR�KDYH�QR�SHUVRQDO

H[SHULHQFH�RI�JDPEOLQJ�UHJXODUO\��7KH�OLPLWDWLRQV�RI�WKH�GDWD�DUH�WKDW�WKH�TXHVWLRQV

DUH�FORVHG�DQG�UHIHU�WR�DOO�W\SHV�RI�JDPEOLQJ�UDWKHU�WKDQ�EXLOGLQJ�D�XQLTXH�SLFWXUH�RI

WKH�SOD\HU�DW�ULVN�LQ�RQH�SDUWLFXODU�JDPEOLQJ�YHQXH��7KLV�LV�RIWHQ�WKH�YHU\�GHWDLO

UHTXLUHG�E\�WKH�FRXQVHOORU�LQ�ZRUNLQJ�HIIHFWLYHO\�ZLWK�D�FOLHQW�SUREOHP�JDPEOHU�

7+(�129$�6&27,$�9/7�3/$<(5�678'<

7KLV�VWXG\�VHW�RXW�ZLWK�WKH�PDLQ�REMHFWLYH�

�´WR�LGHQWLI\�GLVWLQFWLYH�FKDUDFWHULVWLFV�DQG�EHKDYLRXUV�RI�WKH�5HJXODU�9/�3OD\HUV�ZKR

DUH�H[SHULHQFLQJ�GLIILFXOWLHV�ZLWK�YLGHR�ORWWHU\�JDPEOLQJ��LQ�RUGHU�WR�JDXJH�DQG

HYDOXDWH�WKH�QDWXUH�DQG�FDXVHV�RI�SUREOHP�SOD\�µ�3DJH�����

7KH�VDPSOLQJ�PHWKRG�XVHG�ZDV�YHU\�VWURQJ�DV�LW�XVHG�WZR�LQGHSHQGHQWO\�JHQHUDWHG

UDQGRP�SRSXODWLRQ�VDPSOHV��2QH�ZDV�1 ����DV�D�VXUYH\�RI�WKH�JHQHUDO�SRSXODWLRQ

WR�HVWDEOLVK�WKH�IUHTXHQF\�RI�GLIIHUHQW�OHYHOV�RI�LQYROYHPHQW�LQ�9/7�SOD\�DQG�WKH

RWKHU��1 �������KRXVHKROGV��WR�ORFDWH�UHJXODU�9/7�SOD\HUV��IURP�ZKRP�WKH\

VDPSOHG�����DW�UDQGRP��7KH�DJUHHPHQW�EHWZHHQ�WKH�WZR�UHVXOWLQJ�GLVWULEXWLRQV�RI

SOD\HUV�ZDV�YHU\�KLJK��7KH�GXUDWLRQ�RI�WKH�LQWHUYLHZV�FRPSOHWHG�ZLWK�WKH�SOD\HUV�E\

WHOHSKRQH�UDQJHG�XSZDUGV�WR�RYHU�RQH�KRXU��ZLWK�D�YHU\�KLJK�OHYHO�RI�FRPSOHWLRQ�DV

RIWHQ�WKH�UHVSRQGHQW�KDG�DGYLVHG�WKH�VXUYH\�WHDP�RI�WKH�PRVW�FRQYHQLHQW�WLPH�IRU

LQWHUYLHZ�

7KH�VDPSOH�RI�UHJXODU�9/7�SOD\HUV�ZDV�JURXSHG�DV�IROORZV�

�� ,QIUHTXHQW�9/�SOD\HUV��1 ���������RI�UHJXODU�SOD\HUV��7KH\�SOD\HG���WLPHV�SHU

PRQWK�RU�OHVV��DYHUDJH�����SHU�PRQWK�

�� )UHTXHQW�9/�SOD\HUV��1 ���������RI�UHJXODU�SOD\HUV��7KH\�SOD\HG���RU�PRUH�WLPHV

SHU�PRQWK��RQ�DYHUDJH�����SHU�PRQWK�

�� 3UREOHP�9/�SOD\HUV�����������RI�UHJXODU�SOD\HUV��7KH\�SOD\HG�RQ�DYHUDJH�����SHU

PRQWK�DQG�VDWLVILHG�DW�OHDVW�WZR�RI�WKH�IROORZLQJ�FULWHULD��



 L� ����RQ�DQ�DWWLWXGH�VFDOH�RI���NH\�VWDWHPHQWV��HJ��´,�VRPHWLPHV�IHHO�JXLOW\�DERXW

KRZ�PXFK�WLPH�,�VSHQG�SOD\LQJ�9/�JDPHV�µ

 LL� $�UDWLQJ�RI���RU�KLJKHU�RQ�D����SRLQW�VFDOH�ZKHUH��� 9/�SOD\�QRW�FRQVLGHUHG�WR

EH�DW�DOO�D�SUREOHP�DQG��� �P\�SOD\�LV�D�VHULRXV�SUREOHP�

 LLL� 5HVSRQGHQW�LQGLFDWHV�WKDW�RYHU�VSHQGLQJ�RI�WLPH�DQG�RU�PRQH\�UHPDLQV�DQ

XQUHVROYHG�SUREOHP�

7KH�H[WHQVLYH�QDWXUH�RI�WKH�VXUYH\�LV�EHVW�LOOXVWUDWHG�E\�WKH�DXWKRU·V�PRGHO��SDJH���

����JLYHQ�LQ�IXOO�EHORZ�DV�)LJXUH���

Model of VL Problem Play

General
Gambling

Life Style

Demographics

Attitudes
and

Motives

VL Play
•Patterns
•Behaviour
•Betting
•Quitting

Situational
Factors

Gambling
Outcomes

Money
and Time
Problems

Impact on:
•Self
•Work/School
•Family
•Financial
Well Being

Coping
Mechanisms
Attempted
•Successful
•Unsuccessful

1.0

2.0

3.0

4.0 5.0

6.0
7.0 8.0

9.0

10.0

´7KH�PRGHO�VWDUWV�ZLWK�WKH�XQGHUO\LQJ�FKDUDFWHULVWLFV�K\SRWKHVLVHG�WR�LQIOXHQFH�9/

SOD\LQJ�DQG�SRWHQWLDOO\�SUREOHP�SOD\��DQG�PRYHV�WKURXJK�WR�DQ�DQDO\VLV�RI�VXFFHVVIXO

DQG�XQVXFFHVVIXO�FRSLQJ�PHFKDQLVPV�µ



,Q�WKLV�SDSHU�WKHUH�LV�RQO\�WKH�RSSRUWXQLW\�WR�LOOXVWUDWH�KRZ�WKLV�ZHDOWK�RI�GHWDLO�DERXW

DOO�WKH�DVSHFWV�RI�D�SUREOHP�UHJXODU�SOD\HU�FDQ�FRQWULEXWH�WR�WKH�GHYHORSPHQW�RI�D

UDQJH�RI�WKHPHV�LQ�ZD\V�WKDW�PD\�HQULFK�WKH�FRXQVHOOLQJ�SURFHVV��HVSHFLDOO\�LI�WKH

DSSURDFK�WDNHQ�LV�FRJQLWLYH�EHKDYLRXUDO��,I�WKLV�SDSHU�VXFFHHGV�LQ�GHPRQVWUDWLQJ

WKDW�WKLV�LV�WKH�FDVH�WKHQ�WKH�9/7�UHSRUW�PD\�ILQG�LWV�ZD\�RQ�WR�PDQ\�FRQVXOWLQJ

URRP�VKHOYHV�



6HOHFWHG�H[DPSOHV�RI�UHOHYDQW�ILQGLQJV�

2QH�RI�WKH�VWURQJHVW�ILQGLQJV�DURVH�IURP�WKH�EDVLF�IUHTXHQF\�DQG�GXUDWLRQ�GDWD�IURP

HDFK�RI�WKH�WKUHH�JURXSV�RI�SOD\HUV��'HVSLWH�WKH�YHU\�VLPLODU�IUHTXHQF\�RI�VHVVLRQV

IRU�ERWK�IUHTXHQW�DQG�SUREOHP�SOD\HUV�WKH�GXUDWLRQ�GDWD�VKRZV�D�YHU\�VLJQLILFDQW

GLIIHUHQFH�EHWZHHQ�WKH�JURXSV�DV�VKRZQ�LQ�)LJXUH���EHORZ�

��WK0D\����

)LJXUH����6HVVLRQ�GXUDWLRQ�RI�9/�SOD\)LJXUH����6HVVLRQ�GXUDWLRQ�RI�9/�SOD\
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7KH�DYHUDJH�UHSRUWHG�VHVVLRQ�GXUDWLRQ�RI�3UREOHP�SOD\HUV�ZDV�����PLQXWHV

FRPSDUHG�ZLWK����PLQXWHV�RI�WKH�IUHTXHQW�SOD\HUV��)URP�WKH�FRXQVHOORU�SHUVSHFWLYH

WKHVH�ILQGLQJV�RQ�WKHLU�RZQ�VSHOO�RXW�WKH�LVVXHV�VKRXOG�D�FOLHQW�VHHN�WR�DFKLHYH�D

FRQWUROOHG�OHYHO�RI�SOD\��WKH�FUXFLDO�LVVXH�LV�KRZ�WKH\�PD\�UHJDLQ�WKH�DELOLW\�WR�OLPLW

WKH�OHQJWK�RI�DQ\�RQH�VHVVLRQ��7KLV�TXHVWLRQ�LV�UHWXUQHG�WR�ODWHU�LQ�FRQVLGHULQJ�VRPH

RI�WKH�FRSLQJ�VWUDWHJLHV�WKDW�SOD\HUV�GLG�RU�GLG�QRW�ILQG�KHOSIXO�LQ�UHVROYLQJ�WKHLU

SUREOHP�SOD\�

)LJXUH���LOOXVWUDWHV�KRZ�VHVVLRQ�GXUDWLRQ�PD\�EH�FRPSRXQGHG�E\�WKH�IDFW�WKDW

3UREOHP�SOD\HUV�WHQG�RQ�DYHUDJH�WR�XVH�VLJQLILFDQWO\�KLJKHU�VWDNHV�IRU�HYHU\�JDPH

SOD\HG��7KH�KLJKHU�H[SHQGLWXUH�DQG�ORVVHV�WKDW�DUH�DVVRFLDWHG�ZLWK�SOD\HUV�ZKR�SOD\

ORQJHU�DQG�PRUH�IUHTXHQWO\�IRUP�D�PXOWLSOLFDWLYH�UHODWLRQVKLS�WKDW�UHVXOWV�LQ�VXFK

SOD\HUV��ZKR�PD\�FRPSULVH�����RI�WKH�WRWDO�QXPEHU�RI�SOD\HUV��FRQWULEXWLQJ�����RI

WKH�UHYHQXH�IURP�9/7�SOD\��,Q�WKH�1RYD�6FRWLD�VWXG\�LW�ZDV�HVWLPDWHG�WKDW�����RI�WKLV

UHJXODU�SOD\HU�UHYHQXH�FDPH�IURP�WKH�3UREOHP�SOD\HUV�
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)LJXUH����$YHUDJH�FUHGLW�OHYHO�SHU�VSLQ)LJXUH����$YHUDJH�FUHGLW�OHYHO�SHU�VSLQ
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LQIUHTXHQW IUHTXHQW SURE OHP

FHQWV



7ZR�VWULNLQJ�LOOXVWUDWLRQV�RI�FRJQLWLYH�YDULDEOHV�DUH�WR�EH�IRXQG�LQ�WKH�UHVXOWV�DQG

WKHVH�DUH�LOOXVWUDWHG�DW�)LJXUH���	���EHORZ��7KH�XVH�RI�WKH�WHUPV�´LOOXVLRQ�RI�FRQWUROµ

VHHPV�HQWLUHO\�DSSURSULDWH�IRU�WKH�FRQWH[W�RI�D�SOD\HU�XVLQJ�D�PDFKLQH�ZKRVH

RXWFRPHV�DUH�GHVLJQHG�WR�EH�UDQGRPO\�GHWHUPLQHG��DQG�HYHQ�TXDOLW\�FRQWUROOHG�LQ

PDQXIDFWXUH��WR�HQVXUH�WKDW�WKLV�LV�WKH�FDVH��DQG�\HW�WKH�SOD\HU�EHOLHYHV�WKDW�WKHLU�RQ

EHKDYLRXU�FDQ�LQIOXHQFH�WKH�UHVXOWV�RI�SOD\��,W�VHHPV�WKDW�DV�KXPDQ�EHLQJV�ZH�DUH

VLPSO\�XQDEOH�LQ�WKH�PDLQ�WR�MXVW�DFFHSW�D�VHTXHQFH�RI�HYHQWV�WKDW�ZH�ZLWQHVV�RU�DUH

LQYROYHG�LQ�ZLWKRXW�LPSRVLQJ�VRPH�SDWWHUQ�RU�SHUVRQDOO\�UHOHYDQW�VWUXFWXUH�XSRQ

WKRVH�HYHQWV�
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)LJXUH����,OOXVLRQ�RI�FRQWURO)LJXUH����,OOXVLRQ�RI�FRQWURO

�� ³,�IHHO�,�FDQ³,�IHHO�,�FDQ
LPSURYH�P\LPSURYH�P\
FKDQFHV�RIFKDQFHV�RI
ZLQQLQJ�E\�XVLQJZLQQLQJ�E\�XVLQJ
FHUWDLQFHUWDLQ
VWUDWHJLHV´VWUDWHJLHV´
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,Q�DGGLWLRQ�WR�VXFK�HUURQHRXV�EHOLHIV�DERXW�WKHLU�SRZHU�WR�LQIOXHQFH�WKH�PDFKLQH

UHVXOWV�SUREOHP�SOD\HUV�KDYH�GLVDVWURXVO\�IDXOW\�H[SHFWDWLRQV�DERXW�WKH�OLNHOLKRRG�RI

ZLQQLQJ��VR�PXFK�VR�WKDW�IRU�WKH�3UREOHP�SOD\HU�SOD\�D�9/7�PD\�EHFRPH�WR�EH

SHUFHLYHG�DV�WKH�RSSRUWXQLW\�WR�´SD\�RII�ELOOVµ��7KLV�LV�YHU\�IDU�UHPRYHG�IURP�WKH

UHVSRQVLEOH�JDPEOLQJ�PRQH\�PDQDJHPHQW�UHFRPPHQGDWLRQ�WKDW�RQO\�GLVFUHWLRQDU\

PRQLHV�EH�XVHG�IRU�JDPEOLQJ�LH�JDPEOH�RQO\�ZLWK�PRQH\�WKDW�FDQ�EH�ORVW�ZLWKRXW

MHRSDUGLVLQJ�RWKHU�EXGJHWV�



��WK0D\����

)LJXUH����8QUHDOLVWLF�H[SHFWDWLRQV)LJXUH����8QUHDOLVWLF�H[SHFWDWLRQV

�� ³,�VRPHWLPHV³,�VRPHWLPHV
SOD\�9/�JDPHVSOD\�9/�JDPHV
ZLWK�WKH�KRSH�RIZLWK�WKH�KRSH�RI
SD\LQJ�RII�ELOOV´SD\LQJ�RII�ELOOV´
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)LJXUH����6RFLDO�DVSHFWV�RI�SOD\)LJXUH����6RFLDO�DVSHFWV�RI�SOD\

�� ³,�DP³,�DP
XQFRPIRUWDEOHXQFRPIRUWDEOH
ZKHQ�RWKHUVZKHQ�RWKHUV
ZDWFK�PH�SOD\´ZDWFK�PH�SOD\´
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)LJXUHV���	���LOOXVWUDWH�WZR�WKHPHV�WKDW�KDYH�QRW�EHHQ�VR�FOHDUO\�LGHQWLILHG�SUHYLRXVO\

DV�SDUW�RI�WKH�SLFWXUH�RI�WKH�3UREOHP�SOD\HU��$OWKRXJK�IRU�PDQ\�SHRSOH�WKH�SOD\LQJ�RI

JDPLQJ�PDFKLQHV�LQ�DQ�DWWUDFWLYH�YHQXH�PD\�EH�FRQVLGHUHG�WR�EH�D�VRFLDO�RFFDVLRQ�LW

KDV�ORQJ�EHHQ�NQRZQ�WKDW�SUREOHP�JDPEOHUV�UHJDUGOHVV�RI�WKHLU�SUHIHUUHG�IRUP�RI

JDPEOLQJ��SUHIHU�WR�EH�DORQH�ZKHQ�JDPEOLQJ��7KLV�FDQ�QRZ�EH�VHHQ�DV�LQFOXGLQJ�D

FRPSRQHQW�RI�VHOI�FRQVFLRXVQHVV��D�SUHIHUULQJ�RI�QRW�MXVW�EHLQJ�DORQH�EXW�QRW

ZDQWLQJ�WR�EH�REVHUYHG�E\�RWKHUV�
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)LJXUH����3HUFHSWLRQ�RI�WLPH)LJXUH����3HUFHSWLRQ�RI�WLPH

�� ³�,�ORVH�WUDFN�RI³�,�ORVH�WUDFN�RI
WKH�WLPH�����RUWKH�WLPH�����RU
PRUH�RI�WKHPRUH�RI�WKH
RFFDVLRQV�WKDW�,RFFDVLRQV�WKDW�,
SOD\´SOD\´ �
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(DVW

$OWKRXJK�WKHUH�KDYH�EHHQ�DQHFGRWDO�DQG�FOLQLFDO�FDVH�UHSRUWV�RI�JDPEOHUV�ORVLQJ�WKH

VHQVH�RI�WLPH�SDVVLQJ��WKH�9/7�VWXG\�IRU�WKH�ILUVW�WLPH�SURYLGHV�VRPH�SDUDPHWHUV�WR

WKLV�IRU�WKH�UHJXODU�SOD\HUV��)LUVWO\�DOWKRXJK�H[SHULHQFHG�VLJQLILFDQWO\�PRUH�RIWHQ�E\

WKH�3UREOHP�SOD\HUV�WKH�ORVLQJ�WUDFN�RI�WLPH�LV�UHSRUWHG�E\�DOO�OHYHOV�RI�SOD\HUV�DW

OHDVW�E\�VRPH��VRPH�RI�WKH�WLPH��,W�LV�WKHUHIRUH�D�QRUPDO�H[SHULHQFH�RI�D�SHUVRQ

HQMR\LQJ�D�OHLVXUH�DFWLYLW\��SHUKDSV�LQ�WKHLU�IUHH�WLPH�ZKHQ�WKHUH�LV�DQ�HVFDSH�IURP

IL[HG�VFKHGXOHV�DQG�WLPH�SUHVVXUH��LW�LV�SHUKDSV�MXVW�SDUW�RI�UHOD[LQJ��7KH�IDFW�WKDW�LW

LV�D�UHJXODU�DVSHFW�RI�SOD\�IRU�MXVW�RYHU�KDOI�WKH�3UREOHP�SOD\HUV�PHULWV�IXUWKHU

UHVHDUFK��,W�PD\�EH�VLPSO\�D�IXQFWLRQ�RI�WKH�PXFK�ORQJHU�VHVVLRQV�RI�SOD\�����

PLQXWHV�RQ�DYHUDJH��RI�WKH�3UREOHP�SOD\HUV��3HUKDSV�D�VLPLODU�SURSRUWLRQ�RI�DOO

SOD\HUV�DIWHU�VXFK�D�SHULRG�RI�SOD\�ZRXOG�DOVR�H[SHULHQFH�D�VHQVH�RI�ORVLQJ�WUDFN�RI

WLPH�RU�SHUKDSV�LW�LV�D�UHVXOW�RI�D�SDUWLFXODU�ZD\�RI�SOD\LQJ�E\�WKH�3UREOHP�SOD\HU�HJ

SOD\LQJ�WR�HVFDSH�DYRLG�HPRWLRQDO�VWUHVVRUV�

��WK0D\����

)LJXUH����)UHTXHQWO\�RU�DOZD\V�GULQN)LJXUH����)UHTXHQWO\�RU�DOZD\V�GULQN
DOFRKRO�ZKLOH�SOD\LQJDOFRKRO�ZKLOH�SOD\LQJ

�� ����SUREOHP�SOD\HUV����SUREOHP�SOD\HUV
GULQN�OHVV�SOD\LQJGULQN�OHVV�SOD\LQJ

�� ���SUREOHP�SOD\HUV���SUREOHP�SOD\HUV
GULQN�PRUH�SOD\LQJGULQN�PRUH�SOD\LQJ

�� ZKHQ�ORVLQJ����ZKHQ�ORVLQJ����
SUREOHP�SOD\HUV�GULQNSUREOHP�SOD\HUV�GULQN
OHVVOHVV
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)LJXUHV���	���DUH�LQFOXGHG�KHUH�SDUWO\�EHFDXVH�WKH\�FRQWULEXWH�WR�WKH�VORZO\�JURZLQJ

OLWHUDWXUH�DERXW�WKH�DVVRFLDWLRQ�EHWZHHQ�SUREOHP�JDPEOLQJ�DQG�RWKHU�DGGLFWLYH

EHKDYLRXUV��,W�PXVW�EHHQ�UHPHPEHUHG�WKDW�WKHVH�GDWD�DUH�VHOI�UHSRUW�DQG�PD\



WKHUHIRUH�QRW�WUXO\�UHIOHFW�WKH�LQWHUDFWLRQ�RI�JDPEOLQJ�ZLWK�GULQNLQJ�DOFRKRO�DQG

VPRNLQJ��1RQH�WKH�OHVV�WKH\�DUH�VWULNLQJO\�GLIIHUHQW��3UREOHP�9/7�SOD\�EHLQJ

DVVRFLDWHG�ZLWK�D�IDOO�LQ�DOFRKRO�FRQVXPSWLRQ�DQG�DQ�LQFUHDVH�LQ�VPRNLQJ��7KHUH�DUH

DGGLWLRQDO�TXDOLI\LQJ�GDWD�LQ�WKH�UHSRUW�VXJJHVWLQJ�WKDW�PRVW�SUREOHP�SOD\HUV�KDYH

SOD\HG�ZKLOH�LQWR[LFDWHG�DW�VRPH�WLPH�RU�RWKHU��,Q�DGGLWLRQ�WKHUH�DUH�VRPH�JDSV�LQ

WKH�LQIRUPDWLRQ��QR�LQIRUPDWLRQ�DERXW�KRZ�PXFK�DOFRKRO�LV�GUXQN�SULRU�WR�SOD\�DQG

LQIOXHQFHV�WKH�GHFLVLRQ�WR�VWDUW�WR�SOD\�

��WK0D\����

)LJXUH����,PSDFW�RI�SOD\�RQ�VPRNLQJ)LJXUH����,PSDFW�RI�SOD\�RQ�VPRNLQJ

�� ���SUREOHP�SOD\HUV���SUREOHP�SOD\HUV
VPRNH�OHVVVPRNH�OHVV �
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5HDGLQHVV�IRU�&KDQJH

,Q�DQ\�WKHUDSHXWLF�UHODWLRQVKLS�RQH�LVVXH�WKDW�KDV�FRPH�LQFUHDVLQJO\�WR�WKH�IRUH

UHODWHV�WR�WKH�FOLHQW·V�SUHSDUHGQHVV�WR�LQYROYH�WKHPVHOYHV�ZKROH�KHDUWHGO\�LQ

UHVROYLQJ�WKH�SUREOHPV�WKH\�EULQJ�WR�WKH�FRXQVHOOLQJ�VHVVLRQ��3HUKDSV�WKH�PRVW

YDOXDEOH�ZD\�RI�FRQFHSWXDOLVLQJ�WKLV�LV�LQ�WHUPV�RI�´UHDGLQHVV�IRU�FKDQJHµ��3URFKDVND�

'L&OHPHQWH�	�1RUFURVV��������DQ�DWKHRUHWLFDO�PRGHO�WKDW�VSHFLILHV�WKH�GLIIHUHQW

VWDJHV�LQ�ZKLFK�D�SHUVRQ�PD\�EH�GXULQJ�DQ\�SURFHVV�RI�EHKDYLRXU�FKDQJH��:LWKLQ�WKH

IUDPH�RI�WKLV�PRGHO�RQH�LVVXH�IRU�WKH�FRXQVHOORU�LQ�SODQQLQJ�DQ�LQWHUYHQWLRQ�LV

ZKHWKHU�WKH�FOLHQW�LV�DW�WKH�DSSURSULDWH�VWDJH�WR�UHVSRQG�SRVLWLYHO\��)LJXUH����EHORZ

VKRZV�WKDW�IRU�WKH�UHJXODU�9/7�SOD\HUV�ZKR�ZHUH�FODVVLILHG�DV�SUREOHP�SOD\HUV����

KDG�DFWLYHO\�WULHG�WR�UHVROYH�WKHLU�SUREOHP�GXULQJ�WKH�ODVW����PRQWKV��)LJXUH���

FRQILUPV�WKLV�WKHPH�WKDW�SUREOHP�SOD\HUV�FRQWLQXH�WR�EH�HQJDJHG�LQ�DWWHPSWV�WR

OLPLW�WKHLU�LQYROYHPHQW�LQ�JDPEOLQJ�HYHQ�LI�VWUDWHJLHV�VXFK�DV�EXGJHWLQJ�PD\�RIWHQ

IDLO�WR�DFKLHYH�WKH�GHVLUHG�JRDO�
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)LJXUH�����3OD\HUV�ZKR�VHW�DQG�H[FHHG)LJXUH�����3OD\HUV�ZKR�VHW�DQG�H[FHHG
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7KHVH�GHWDLOV�RI�WKH�1RYD�6FRWLD�VWXG\�VXJJHVW�WKDW�SUREOHP�SOD\HUV�DUH�LQ�WKH�DFWLRQ

VWDJH�RI�UHDGLQHVV��RU�DW�WKH�YHU\�OHDVW�UHF\FOH�UDSLGO\�EHWZHHQ�FRQWHPSODWLRQ�DQG

DFWLRQ��,W�PD\�WKHUHIRUH�EH�YHU\�DSSURSULDWH�WR�RIIHU�VXFK�SOD\HUV�VKRXOG�WKH\�SUHVHQW

DV�FOLHQWV��FRJQLWLYH�EHKDYLRXUDO�VWUDWHJLHV�DV�WKH�ILUVW�VWHS�LQ�GHYHORSLQJ�D

WKHUDSHXWLF�DOOLDQFH�

7KHVH�JOLPSVHV�RI�WKH�GDWD�IURP�WKH�9/7�VWXG\�LQ�QR�ZD\�H[KDXVW�WKH�SRVVLEOH

LPSOLFDWLRQV�IRU�WKH�FRXQVHOOLQJ�SURFHVV��2QH�VHW�RI�TXHVWLRQV�H[DPLQHV�LQ�GHWDLO�WKH

VWUDWHJLHV�XVHG�E\�SOD\HUV�WR�UHVROYH�SUREOHPV�DQG�ZKLFK�ZHUH�VXFFHVVIXO�DQG�ZKLFK

ZHUH�QRW��7KH�RYHUDOO�SLFWXUH�IURP�WKHVH�SDUWLFXODU�LWHPV�LV�WKDW�VXFFHVVIXO�UHVROXWLRQ

LQYROYHV�VLJQLILFDQW�HIIRUW�IURP�WKH�SOD\HU�DQG�WKDW�IRU�H[DPSOH�DYRLGDQFH�RI�WKH

YHQXH�PD\�QRW�EH�D�VXFFHVVIXO�VWUDWHJ\��:KHWKHU�WKLV�VXJJHVWV�WKDW�FXH�H[SRVXUH�LV
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The nature, extent and impact of online gambling in Australia:

BreakEven Eastern knows little about the nature of online gambling in Australia from
a service provision perspective as we have only had one person  present for
counselling who are using online gambling.

What we can say, is that many people are ashamed and embarrassed about their
gambling behaviour, and as a result, many problem gamblers tend to be secretive
about their actions and attempt to conceal their behaviour, and as such are reluctant to
disclose their behaviour.

Clearly, online gambling is a mode of gambling that can be undertaken in a
clandestine fashion.  It is an activity that enters the home and workplace and allows
the gambler to access virtual casino’s from all over the globe.

All gambling is primarily a solitary activity, although with Bingo, race betting
(excluding phone betting), poker machine playing and casino activities there is some
element of social interaction. Online gambling is likely to be almost entirely a solitary
activity, performed either at work or at home at all hours of the day. This aspect of the
nature of online gambling clearly enables the problem gambler to conceal their
activities and is conducive to the maintenance of a secretive behaviour which the
person is embarrassed about.

The extent of online gambling has grown exponentially at what some may say is an
alarming rate. There are currently approximately 280  gambling sites on the web as
opposed to 15 sites two years ago. Some U.S. govt officials estimate that online
gambling generated  $60 million dollars in 1996 and $600 million dollars in 1997.
This figure was reported in the New York Times in May of 1998 and appeared in the
"Daily Californian" March 18 1999.

Lasseters online based in the Northern Territory, placed more than A$1,000,000
worth of wagers in it’s first six weeks. An expert gaming analyst , Ms Lily Kwong of
the Deutsce Bank, estimates that the current market is approximately US$500 million
(A$769 million) and growing quickly. Ms Kwong estimated that total demand for
internet gambling by 2001 would be about US$7 Billion, of which Australia may
capture $US1.16 Billion. Ms Kwong stated that if Australia legalised internet
gambling (which it appears to have done), it’s market share could double to US$2.33
Billion.

The number of households in Australia connected to the internet as at August 1998
was more than 1.25 million, or 18% of all households. That was a 28% rise in three
months, and this agency is certain that the number has risen again. Access to
gambling is an important issue. Clearly, more people have more access more of the
time, and internet gambling is perhaps the ultimate convenience.



Tehcnology with the internet and gaming is also of concern. The internet gaming site
eBet has a feature that allows gamblers to make 100 bets with a single click of the
mouse. eBet is the online racing and sports betting agent for New Zealand .

The impact of online gambling is obviously an area of speculation.  GalaxiWorld
internet casino announced on 12/1/99 that their site received 3,242,00 hits in the
month of December 1998, with a total of US3,135,000 being wagered. The site
registered 1241 members and 428,000 games were played.

This service has some concerns regarding the aged, disabled, people from culturally
and linguistically diverse backgrounds  and others with special needs who may access
internet gaming as a regular activity.
For example, disabled people may not access gaming venues due to difficulties
involved and the cost of transport, but they can obviously access the internet from
home. Culturally and liguistically diverse people who currently do not access casino’s
and gaming venues due to language difficulties and fear of "being seen" may access
online gambling, particularly since many online gaming sites have the option of users
choosing the language.

Whilst it may be difficult to speculate on the turnover from Australian gamblers on
internet sites, it is fair to say that we have a high level of access to the internet either
via work or home, we have embraced new gambling technologies in the past,
particularly with electronic gaming machines, online gambling is a solitary activity
and there appears to be unlimited growth in gaming activity.



The feasibility of controlling access to online gambling, especially by
minors:

Controlling access is an issue, not only for minors, but also for problem gamblers and
those at risk. From this agencies perspective, there may be a simple solution: digital
cameras at either end of the gaming activity. The gambler has a digital camera which
identifies him/her as does the site. In this event, minors can be excluded, as can
individuals who are distressed about gambling losses. Digital cameras may also
ensure that gambling at work is minimised, and also facilitate self exclusion for those
that consider their gambling out of control.

Time magazine commissioned a telephone poll of 409 American teenagers in April of
1999,  and 62% of respondents stated that their parents knew little or nothing about
the web sites they visited.  Forty three percent of respondents also stated that their
parents don’t have any rules about the internet.

This however is balanced by the rapid growth of net filters. In 1996, there were two
internet filters on the market. The number of Net safety tools available today is 120.
(Source: Time Magazine May 10 1999 p49)

The online gambling industry will no doubt baulk at the suggestion of  digital
cameras, but the reality remains that harm minimisation must be the aim of all
involved in gambling, and online gambling must have its own safety processes.



The Adequacy of State and Territory regulations in relation to online
gambling:

This agency knows little about the adequacy of state and territory regulations in
relation to online gambling and is therefore unable to provide the committee with an
informed view.



The need for federal legislation:

Historically, telecommunications and postage have come under the ambit of federal
legislation. It would be the view of this service that data transfer and online
communication requires the consistency of approach and direction that federal
legislation provides.

Some of the literature in relation to the U.S. experience suggests that should the U.S.
prohibit online gambling, then Australia has a distinct market advantage as we have
the reputation of being respected for our high probity requirements, leading edge
technology and a clear  structured regulatory framework. Ms Lily Kwong,
internationally respected gaming analyst stated that:

"Brand name is important and Australia is in the forefront of gambling
regulation. Being one of the first reputable countries to legalise internet
gambling will give Australia a window of opportunity before others catch
up".

(Australian Financial Review 4/5/99)

Tom W. Bell, director of communications and technology studies at the Cato Institute
said at the National Gambling Impact Study Commission in Chicago in May of 1998
that "Internet technology renders prohibition futile". He also said that "Consumer
demand for Internet gambling and the state’s demand for tax revenue will create
enormous political pressure for legalisation".

Federal legislatoion would ensure a consistency of approach and safety measures that
this agency would view as desirable.

Report submitted by:
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Ron Ruzzier
Co-Ordinator.


