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STTSVXYRMX]�JSV�MRRSZEXMSR�

-XƅW�MRXIVIWXMRK�LS[�E�GVMWMW�Ɓ�GLEVEGXIVM^IH�F]�YRGIVXEMRX]
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-J�XLI�TERHIQMG�WLS[IH�YW�ER]XLMRK�MXƅW�XLEX�FYWMRIWWIW�RIIH�XS�FI�RMQFPI�ERH�[MPPMRK�XS�GLERKI
XS�QIIX�XLI�IZSPZMRK�RIIHW�SJ�GPMIRXW�ERH�GYWXSQIVW��'SQTERMIW�QSZIH�XS�HMKMXEP�HIPMZIV]�EX
FVIEORIGO�WTIIHW��&YX�[LEX�XLI]�EVI�PIEVRMRK��ERH�QER]�GSQTERMIW�EPVIEH]�ORS[��MW�XLEX
HMKMXM^EXMSR�ERH�TVSHYGXM^EXMSR�MWRƅX�NYWX�E�WQEVX�[E]�XS�VMHI�SYX�E�GVMWMW��%W�E�VIGIRX�1G/MRWI]
EVXMGPI�RSXIH��ƈ(YVMRK�XLI�GYVVIRX�GVMWMW��FYWMRIWWIW�LEZI�[SVOIH�JEWXIV�ERH�FIXXIV�XLER�XLI]
HVIEQIH�TSWWMFPI�NYWX�E�JI[�QSRXLW�EKS��1EMRXEMRMRK�XLEX�WIRWI�SJ�TSWWMFMPMX]�[MPP�FI�ER
IRHYVMRK�WSYVGI�SJ�GSQTIXMXMZI�EHZERXEKI�Ɖ�

*SV�I\EQTPI��E�QIXE�EREP]WMW�TYFPMWLIH�EX�XLI�IRH
SJ������JSYRH�XLEX�GSRWXVEMRXW�LIPT��VEXLIV�XLER
LMRHIV��MRRSZEXMSR��8LI�EYXLSVW�VIZMI[IH����
IQTMVMGEP�WXYHMIW�SR�XLI�IJJIGXW�SJ�GSRWXVEMRXW�SR
GVIEXMZMX]�ERH�MRRSZEXMSR�ERH�JSYRH�XLEX�MRHMZMHYEPW�
XIEQW��ERH�SVKERM^EXMSRW�EPMOI�FIRIJMX�JVSQ�E
LIEPXL]�HSWI�SJ�GSRWXVEMRXW��-R�SXLIV�[SVHW��XLI
PMQMXW�SJ�XMQI��QSRI]��ERH�EZEMPEFPI�QEXIVMEPW��XLEX
QER]�SJ�YW�EVI�HIEPMRK�[MXL�MR�XLI�[EOI�SJ�'3:-(�
����WLSYPH�LIPT�YW�FI�QSVI�MRRSZEXMZI��
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%R�%TVMP������WXYH]�F]�1G/MRWI]�JSYRH�XLEX�SRP]����TIVGIRX�SJ�I\IGYXMZIW�FIPMIZI�XLEX�XLI]�GER
GEVV]�SYX�ƈ2I[�+VS[XLƉ�EGXMSRW�MR�XLI�RI\X����QSRXLW��8LI�VIEWSR�JSV�XLMW�WOITXMGMWQ�MW�FIGEYWI
QSWX�SVKERM^EXMSRW�LEZI��[LEX�-�GEPP��TSSVP]�HIZIPSTIH�ƈMRRSZEXMSR�QYWGPIW�Ɖ��'SRWMHIV�XLIWI
JMRHMRKW�

;MXLSYX�XLI�TVSGIWW�SV�XLI�XEPIRX�XS�MRRSZEXI��MX�MW�RS
[SRHIV�QSWX�GSQTERMIW�MRRSZEXI�XSS�WPS[P]��SV�[SVWI�
[EWXI�LYRHVIHW�SJ�XLSYWERHW�SJ�HSPPEVW�SV�IZIR�QMPPMSRW
GVIEXMRK�RI[�TVSHYGXW�SV�WIVZMGIW�XLEX�RS�SRI�FY]W��
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8LMW�MW�FIGEYWI�RI[�TVSHYGX�MRRSZEXMSR��IWTIGMEPP]�RI[�HMKMXEP�TVSHYGX
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ERH�MRZIWXQIRXW�XLER�QSWX�SVKERM^EXMSRW�X]TMGEPP]�LEZI��;MXLSYX�XLIWI�
SVKERM^EXMSRW�[MPP�X]TMGEPP]�QEOI�E�WIVMIW�SJ�QMWXEOIW��GSWXMRK�XLIQ
ZEPYEFPI�XMQI�ERH�[EWXMRK�VIWSYVGIW�

8LVSYKL�SYV�GPMIRX�IRKEKIQIRXW�ERH�VIWIEVGL��[IƅZI�MHIRXMJMIH���OI]
QMWXEOIW�XLEX�GSQTERMIW�SJXIR�QEOI�

0IXƅW�I\TPSVI�IEGL�ERH�EPWS�HMWGYWW�LS[�XS�QSZI�TVSHYGX�MRRSZEXMSR�IJJSVXW�QSVI
UYMGOP]�ERH�[MXL�QSVI�GYWXSQIV�JSGYW��EW�[IPP�EW�XS�LIPT�]SY�IZSPZI�]SYV
SVKERM^EXMSRƅW�GYPXYVI�XS�FI�QSVI�MRRSZEXMSR�QMRHIH��
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8LMW�WXEVXW�[MXL�XLI�')3�ERH�PIEHIVWLMT�XIEQ
JMVWX�EVXMGYPEXMRK�E�GPIEV�ZMWMSR�JSV�XLI�MRRSZEXMSR
WXVEXIK]�WYGL�EW�ƈMR�XLI�RI\X�XLVII�]IEVW�[I�EVI
KSMRK�XS�MQTEGX�����QSVI�GSQTERMIW��[LMPI�SRP]
KVS[MRK�GSWXW�EX�LEPJ�XLI�VEXI�Ɖ��

8LIR�XLI�PIEHIVWLMT�XIEQ�RIIHW�XS�WXEVX
QSHIPMRK�RI[�FILEZMSV��WYGL�EW�IQFVEGMRK�E
VETMH�XIWX�ERH�PIEVR�ETTVSEGL�XS�RI[�TVSHYGX
HIZIPSTQIRX�ERH�LEVZIWXMRK�I\MWXMRK�TVSHYGXW�XS
LIPT�JYRH�RI[�TVSHYGX�HIZIPSTQIRX��*SV�HMKMXEP
TVSHYGX�MRRSZEXMSR��XLI�PIEHIVWLMT�XIEQ�[MPP�EPWS
RIIH�XS�HIZIPST�RI[�WOMPPW��WYGL�EW�MRGVIEWMRK
XLIMV�XIGLRMGEP�EGYQIR�

3VKERM^EXMSRW�XLEX�JEMP�XS�HIZIPST�WYGGIWWJYP�RI[�TVSHYGXW�X]TMGEPP]�HSRƅX�JEMP�FIGEYWI�XLIMV�PIEHIV
MWRƅX�E�ZMWMSREV]��-XƅW�RSX�XLEX�XLI�XIEQ�MWR�X�GVIEXMZI�SV�WQEVX��-X�W�SJXIR�FIGEYWI��EW�LYQERW��[I�XIRH
XS�JEZSV�XLI�VSYXMRI��XLI�ORS[R��ERH�XLI�GSQJSVXEFPI��-RRSZEXMSR�XEOIW�YW�SYXWMHI�SYV�GSQJSVX�^SRIW
MRXS�YRGLEVXIH�XIVVMXSV]��-X�EPQSWX�EP[E]W�VIUYMVIW�RI[�WOMPPW��WMKRMJMGERX�FILEZMSV�GLERKI��ERH�IZIR
RI[�SVKERM^EXMSREP�WXVYGXYVIW��

;MXL�EPP�SJ�XLIWI�RI[W�WOMPPW�ERH�FILEZMSVW�[MPP�GSQI�XLI
GLEPPIRKI�SJ�QEREKMRK�E�QYGL�QSVI�HMZIVWI�SVKERM^EXMSR�
=SY�[MPP�RIIH�XS�HIZIPST�SVKERM^EXMSREP�RSVQW�ERH�FILEZMSVW
XS�WYGGIWWJYPP]�MRXIKVEXI�ERH�PIZIVEKI�XLMW�RI[�HMZIVWMX]�SJ
WOMPPW��XLSYKLX��ERH�I\TIVMIRGI��*MREPP]��]SY�[MPP�RIIH�ER
SVKERM^EXMSREP�WXVYGXYVI�XLEX�JEGMPMXEXIW�GSPPEFSVEXMSR�ERH
EKMPMX]�

8LI�SVKERM^EXMSR�RIIHW�XS�MRZIWX�MR�FVMRKMRK�MR�RI[�WOMPPW�WYGL�EW�9-�9<�HIWMKR�
IRKMRIIVMRK��EREP]XMGW��TVSHYGX�QEREKIQIRX��TVSHYGX�QEVOIXMRK��ERH�TIVLETW
IZIR�E�HMJJIVIRX�WEPIW�ETTVSEGL�
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1ER]�SVKERM^EXMSRW�PSWI�QSRI]�SR�RI[�TVSHYGX�HIZIPSTQIRX�ERH�SV�KIX�PETTIH�F]�GSQTIXMXSVW
FIGEYWI�XLI]�XEOI�XSS�PSRK�XS�FYMPH�ERH�PEYRGL�E�TVSHYGX��;SVWI��XLI]�MRZIWX�XSS�QYGL�MR�E
TVSHYGX�[MXL�E�TSSV�QEVOIX�JMX��8LIWI�SVKERM^EXMSRW�SJXIR�YWI�PSRK�[EXIVJEPP�HIZIPSTQIRX
TVSGIWWIW�[MXL�ƈWXEKI�KEXIWƉ�XS�EHZERGI�XS�XLI�RI\X�PIZIP�SJ�MRZIWXQIRX��-X�GER�XEOI�QER]
QSRXLW��MJ�RSX�]IEVW�FIJSVI�XLI]�WXEVX�VIGIMZMRK�VIEP�QEVOIX�JIIHFEGO�SR�XLIMV�MHIEW�

7YGGIWWJYP�TVSHYGX�MRRSZEXSVW�EHSTX�E�QSVI�VETMH��I\TIVMQIRXEP�ETTVSEGL�XS�TVSHYGX
HIZIPSTQIRX�XLEX�MW�HIPMFIVEXIP]�WXVYGXYVIH�EW�E�ƈFYMPH��QIEWYVI��PIEVR�PSSTƉ�FYMPX�SJJ�SJ�0IER
7XEVXYT�TVMRGMTPIW��8LI�0IER�7XEVXYT�F]�)VMG�6MIW�TSWMXW�XLEX�XVEHMXMSREP��PMRIEV�ƈ[EXIVJEPPƉ
HIZIPSTQIRX�SV�6
(�ƈWXEKI�KEXIWƉ�WLSYPH�FI�VITPEGIH�F]�MXIVEXMZI��EKMPI�XIGLRMUYIW���6MIW�WE[
WMQMPEVMXMIW�FIX[IIR�XLI�QSVI�EKMPI��MXIVEXMZI�[E]�SJ�STIVEXMRK�ERH�XLI�8S]SXE�4VSHYGXMSR�7]WXIQ�
[LMGL�LEH�FIGSQI�ORS[R�EW�ƈ0IER�1ERYJEGXYVMRK�Ɖ�LIRGI�XLI�REQI�0IER�7XEVXYT���

ƈ&YMPHƉ�E�TVSHYGX�[I�XLMRO�GYWXSQIVW�[ERX
ƈ1IEWYVIƉ�MJ�ERH�LS[�XLI]�YWI�MX
ƈ0IEVRƉ�JVSQ�[LEX�GYWXSQIVW�HS�ERH�WE]�EFSYX
XLI�TVSHYGX
ƈ0SSTƉ�FEGO�XS�XLI�FIKMRRMRK�XS�FYMPH�EKEMR

6MIW�GEPPW�XLI�1:4�ETTVSEGL�E�FYMPH��QIEWYVI��PIEVR
PSST�FIGEYWI�[I�

-X�EPPS[W�YW�XS�XIWX�SYV�TVSHYGXW�MR�VIEP�PMJI�[MXL�VIEP
FY]IVW�ERH�YWIVW�MR�SVHIV�XS�ZEPMHEXI�XLI�TVSHYGXƅW
GSVI�ZEPYI��1:4�XIWXW�EVI�HIWMKRIH�XS�ERW[IV
XIGLRMGEP�UYIWXMSRW�EFSYX�XLI�TVSHYGX��TVSZI�SV
HMWTVSZI�L]TSXLIWIW��ERH�KIX�E�VIEP�JIIP�JSV�XLI
ZMEFMPMX]�SJ�XLI�TVSHYGX�MR�XLI�QEVOIX��1:4W�LIPT�EZSMH
GSWXP]�QMWXEOIW��

6MIW�TVSTSWIW�YWMRK�E�1MRMQYQ�:MEFPI�4VSHYGX��1:4�ETTVSEGL��%R�1:4�MW�HIJMRIH�EW�ƈXLI
WQEPPIWX�I\TIVMQIRX�XLEX�IMXLIV�TVSZIW�SV�HMWTVSZIW�?]SYVA�EWWYQTXMSRW�EFSYX�E�FYWMRIWW�MHIE�Ɖ
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-XƅW�GSQQSR�TVEGXMGI�XS�EWWMKR�RI[�TVSHYGX
HIZIPSTQIRX�EW�E�ƈWTIGMEP�TVSNIGXƉ�XS�I\MWXMRK
WXEJJ�XS�FI�[SVOIH�SR�[LMPI�[SVO�MW�WPS[�SV�EJXIV
LSYVW��;LMPI�XLMW�QE]�[SVO�JSV�XLI�JMVWX�WM\�XS���
QSRXLW�SJ�XLI�TVSNIGX��XLMW�MW�RSX�E�ZMEFPI�PSRK�
XIVQ�VIWSYVGMRK�WXVEXIK]��2I[�TVSHYGX
HIZIPSTQIRX�HSRI�ƈSJJ�XLI�WMHI�SJ�XLI�HIWOƉ�SJ
I\MWXMRK�WXEJJ�MW�VEVIP]�WYGGIWWJYP�FIGEYWI�GPMIRX
HIQERHW��ERH�MQQIHMEXI�VIZIRYI�EVI�EP[E]W�E
LMKLIV�TVMSVMX]��3RI�'LMIJ�4VSHYGX�3JJMGIV�SJ�ER
SVKERM^EXMSR�YRHIVKSMRK�XLMW�WLMJX�VIQEVOIH�

ƈ;I�EP[E]W�TVMSVMXM^I�I\MWXMRK�FYWMRIWWIW��-R�XLI
QSQIRX�SJ�XSYKL�XVEHISJJW��MX�W�ZIV]�LEVH�XS�WE]
RS�XS�ER�I\MWXMRK�GYWXSQIV�XS�KS�FYMPH�E�TVSHYGX�Ɖ�

;IWX�4SMRX�KVEHYEXI��PIEHIVWLMT�GSRWYPXERX��ERH�EYXLSV�.EGO�1G+YMRRIWW�HIJMRIW�ƈ%PMKRQIRXƉ�EW
SGGYVVMRK�[LIR�ƈEPP�QIQFIVW�SJ�XLI�XIEQ�[SVO�MR�W]RG�XS�EGGSQTPMWL�E�GSQQSR�TYVTSWI��1SVI
WTIGMJMGEPP]��ER�EPMKRIH�PIEHIVWLMT�XIEQ�HIFEXIW�[IPP��TVSEGXMZIP]�WYTTSVXW�IEGL�SXLIV��MW�PEWIV�
JSGYWIH�SR�[LEX�MW�QSWX�MQTSVXERX��ERH�MW�GSQQMXXIH�XS�PIEVRMRK�ERH�MQTVSZMRK�Ɖ�-X�MW�ER�MRGVIHMFP]
MQTSVXERX�GSQTSRIRX�SJ�WYGGIWWJYPP]�I\IGYXMRK�E�TVSHYGX�MRRSZEXMSR�WXVEXIK]��%�PEGO�SJ�EPMKRQIRX
FIX[IIR�WLEVILSPHIVW�SR�XLI�MRZIWXQIRX�VIUYMVIH�XS�FYMPH�ERH�PEYRGL�RI[�TVSHYGXW�MW�E�VIGMTI�JSV
YRHIVMRZIWXQIRX��%HHMXMSREPP]��E�PEGO�SJ�EPMKRQIRX�FIX[IIR�SVKERM^EXMSREP�PIEHIVW�SR�XLI�WXVEXIKMIW
ERH�TIVJSVQERGI�QIEWYVIW�XS�FI�YWIH�[MPP�HSSQ�TVSHYGXW�FIJSVI�XLI]�GER�PEYRGL�

3VKERM^EXMSRW�JEMP�[LIR�XLI]�HS�RSX�HIZSXI�WSQI�MRMXMEP�VIWSYVGIW��WXEJJ
XMQI�JSV�E�HIWMKR�WTVMRX��FYHKIX�JSV�JEWX�G]GPI�QEVOIX�VIWIEVGL�SV
GSRGITX�HIZIPSTQIRX��IXG��XS�RI[�TVSHYGX�HIZIPSTQIRX��8S
QIERMRKJYPP]�MRRSZEXI��SVKERM^EXMSRW�RIIH�XS�QEOI�MRZIWXQIRXW�
%PPSGEXMRK�WYJJMGMIRX�VIWSYVGIW�XS�JYRH�TVSHYGX�HIZIPSTQIRX�ERH�PEYRGL
X]TMGEPP]�VIUYMVIW�GLERKMRK�WLEVILSPHIV�I\TIGXEXMSRW��8LMW�MW�FIGEYWI�
VIWIEVGL��MHIEXMSR��ERH�GSRGITX�XIWXMRK��JSV�E�����QMPPMSR�JMVQ��X]TMGEPP]
GSWXW�EX�PIEWX�SRI�XS�X[S�TIVGIRX�SJ�VIZIRYI��*YPP�GSRGITX�HIZIPSTQIRX
ERH�PEYRGL�GER�GSWX�JMZI�XS����TIVGIRX�SJ�VIZIRYI�
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%RH�MX�W�RSX�NYWX�ƈWIIHƉ�MRZIWXQIRX�XLEX�MW�RIIHIH�
7MQMPEV�XS�XLI�ZIRXYVI�GETMXEP�GSVSPPEV]��SVKERM^EXMSRW
RIIH�XS�WIX�EWMHI�JYRHW�XS�QEOI�ETTVSTVMEXI�EHHMXMSREP
TVSHYGX�MRZIWXQIRXW�SRGI�ER�MHIE�WXEVXW�XS�KIX�XVEGXMSR
�I�K���MRZIWXQIRX�ƈTS[HIVƉ��3RI�VIGIRX�')3�[I�[SVOIH
[MXL�WLEVIH�XLEX�MXƅW�HMJJMGYPX�XS�XVERWMXMSR�XS�RI[
TVSHYGX�MRRSZEXMSR�F]�FSSXWXVETTMRK�SV�XEOMRK�E
TMIGIQIEP�ETTVSEGL�FYMPHMRK�E�JIEXYVI�LIVI�ERH�E
JIEXYVI�XLIVI��ƈ8S�FI�WYGGIWWJYP�Ɖ�LI�WE]W��ƈ[I�QYWX
JYPP]�GSQQMX�ERH�MRZIWX�Ɖ

8LI�RYQFIV�SJ�RI[��ZMEFPI�TVSHYGX�MHIEW�KIRIVEXIH�TIV�]IEV
8LI�EFMPMX]�XS�PEYRGL�RI[�TVSHYGXW�SR�WGLIHYPI
8LI�RYQFIV�SJ�RI[�GYWXSQIVW�WMRGI�XLI�TVSHYGX�PEYRGL�
3ZIVEPP�TVSHYGX�VIZIRYI�ERH�TVSJMXEFMPMX]

1-7%0-+2)(�1)86-'7

-X�MW�EPWS�[SVXL�RSXMRK�XLEX�QER]�RI[�FYWMRIWW�ZIRXYVIW�SV�TVSHYGX�PEYRGLIW�JEMP�FIGEYWI
SVKERM^EXMSRW�YWI�XLI�WEQI�QIXVMGW�ERH�TVSGIWWIW�XS�EWWIWW�ERH�QEREKI�RI[�TVSHYGX�PEYRGLIW
XLEX�XLI]�YWI�JSV�XLIMV�I\MWXMRK�TVSHYGXW�ERH�WIVZMGIW��8LMW�SJXIR�QIERW�RI[�TVSHYGX�PEYRGLIW�KIX
OMPPIH�XSS�IEVP]�FIGEYWI�XLI]�KIRIVEXI�PIWW�VIZIRYI��PS[IV�TVSJMX�QEVKMRW��ERH�YWI�QSVI�VIWSYVGIW�EW
XLI]�KS�XLVSYKL�XLI�PEYRGL�TVSGIWW�ERH�JEMP�XS�ƈGSQTIXIƉ�JSV�JSGYW�ERH�JYRHMRK�[MXL�I\MWXMRK
TVSHYGXW�ERH�WIVZMGIW��8LMW�MW�E�FMK�QMWXEOI�

8LI�WMQTPI�XVYXL�MW�XLMW��[LIR�[I�JSGYW�SR�XLMW�]IEVƅW�SYXTYX�ERH�VIZIRYI�EW�XLI�SRP]�QIEWYVI�SJ
FYWMRIWW�WYGGIWW��[I�[MPP�RIZIV�MRRSZEXI�[IPP��;I�QE]�VYR�WYGGIWWJYP�GSQTERMIW�JSV�E�[LMPI��FYX�MX
[MPP�FI�LEVH�XS�VIQEMR�GSQTIXMXMZI��*SV�I\EQTPI��SRI�GSRWYPXMRK�SVKERM^EXMSR�[I�[SVOIH�[MXL�UYMGOP]
VIEPM^IH�XLEX�XLIMV�IQTLEWMW�SR�QIEWYVMRK�FMPPEFPI�LSYVW�F]�WXEJJ�[EW�GVIEXMRK�E�HMWMRGIRXMZI�JSV�WXEJJ
XS�WIPP�ERH�WIVZMGI�TVSHYGXW�XLEX�[IVI�RSX�WSPH�SR�E�FMPPEFPI�LSYVW�FEWMW�

7YGGIWWJYP�SVKERM^EXMSRW�HIZIPST�TVSHYGX�MRRSZEXMSR�JVMIRHP]�QIXVMGW�WYGL�EW�
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*SV�I\EQTPI��Q]�XIEQ�VIGIRXP]�GSQTPIXIH�E�RI[
TVSHYGX�HIZIPSTQIRX�TVSNIGX�JSV�E�GPMIRX�[LSWI
FYWMRIWW�[EW�TPEGMRK�TVSJIWWMSREPW�MR�SYX�SJ�
XS[R�EWWMKRQIRXW��;I�WXEVXIH�XLI�TVSNIGX�[MXL�E
WIVMIW�SJ�:SMGI�SJ�XLI�'YWXSQIV�MRXIVZMI[W��1ER]
SJ�XLI�TVSJIWWMSREPW�[I�MRXIVZMI[IH�XEPOIH�EFSYX
XLI�PSRIPMRIWW�XLI]�JIPX�[LMPI�SR�SYX�SJ�XS[R�[SVO
EWWMKRQIRXW��%W�[I�HYK�HIITIV��[I�VIEPM^IH�XLEX
XLI�TVSFPIQ�SJ�PSRIPMRIWW�[EW�RSX�EW�TEMRJYP�EW
SXLIV�TVSFPIQW��WYGL�EW�NSF�EWWMKRQIRX
YRGIVXEMRX]�SV�FIXXIV�XIQTSVEV]�LSYWMRK
STXMSRW��0SRIPMRIWW�[EW�E�JVIUYIRXP]�GMXIH
TVSFPIQ��FYX�RSX�ER�YVKIRX�ERH�I\TIRWMZI
TVSFPIQ���

8LI�RYQFIV�SRI�QMWXEOI�-�WII�GSQTERMIW�QEOI�MW�HIZIPSTMRK�E�RI[�TVSHYGX�XLEX�HSIW�RSX�WSPZI�ER
YVKIRX�ERH�I\TIRWMZI�GYWXSQIV�TVSFPIQ��7SQIXMQIW�MX�LETTIRW�[LIR�ER�SVKERM^EXMSR�JEPPW�MR�PSZI
[MXL�RI[�XIGLRSPSK]�ERH�NYQTW�XS�HIZIPSTMRK�E�TVSHYGX�XLEX�YWIW�XLI�XIGLRSPSK]��%RSXLIV�XLMRK�XLEX
LETTIRW�MW�GSQTERMIW�KIX�WS�JSGYWIH�SR�PIZIVEKMRK�I\MWXMRK�MRXIPPIGXYEP�TVSTIVX]�XLEX�XLI]ƅZI
EPVIEH]�HIZIPSTIH��ERH�XLI]�JSVKIX�XS�EWO�MJ�GYWXSQIVW�VIEPP]�RIIH�SV�[ERX�MX��-R�FSXL�SJ�XLIWI�GEWIW�
GSQTERMIW�LEZI�HIZIPSTIH�E�ƈWSPYXMSR�MR�WIEVGL�SJ�E�TVSFPIQ�Ɖ

3XLIV�XMQIW�SYV�GPMIRXƅW�TVSHYGX�XIEQ�XLMROW�XLI]�LEZI�MHIRXMJMIH�ER�YVKIRX�ERH�I\TIRWMZI�GYWXSQIV
TVSFPIQ��&YX�MXƅW�VIEPP]�SRP]�E�JVIUYIRXP]�GMXIH�TVSFPIQ��

7SQIXMQIW�XLI�SVKERM^EXMSR�MHIRXMJMIW�ER�YVKIRX�ERH
I\TIRWMZI�TVSFPIQ��FYX�JSV�E�QEVOIX�WIKQIRX�XLEX�MW�XSS
WQEPP��XSS�TVMGI�WIRWMXMZI��ERH�SV�RSX�E�KSSH�JMX�[MXL�XLIMV�GSVI
WIVZMGIW��

;I�VIGSQQIRHIH�XS�SYV�GPMIRX�XLEX�XLI]�JSGYW�MRRSZEXMSR�IJJSVXW�SR�WSPZMRK�XLI
TVSFPIQW�SJ�NSF�EWWMKRQIRX�YRGIVXEMRX]�ERH�FIXXIV�XIQTSVEV]�LSYWMRK�STXMSRW
JMVWX�ERH�XLMRO�EFSYX�EHHVIWWMRK�PSRIPMRIWW�PEXIV��

©2023�9HFWHULV��_�ZZZ�YHFWHULV�FRP�_�LQIR#YHFWHULV�FRP



*SV�I\EQTPI��SRI�GST][VMXMRK�WIVZMGIW�GSQTER]
HIGMHIH�XS�YWI�XLIMV�I\MWXMRK�MRXIVREP�[VMXMRK�XVEMRMRK
TVSKVEQ�JSV�RI[�IQTPS]IIW�ERH�HIZIPST�MX�MRXS�E�RI[
TVSHYGX�XLEX�GPMIRXW�GSYPH�FY]�XS�XVEMR�XLIMV�S[R�WXEJJ�

9RJSVXYREXIP]��EJXIV�WTIRHMRK�QSVI�XLER���������
HIZIPSTMRK�XLI�RI[�I\XIVREP�JEGMRK�TVSKVEQ�XLI]�JSYRH
XLEX�XLI�SRP]�GSQTERMIW�MRXIVIWXIH�MR�XLI�XVEMRMRK�[IVI
XLI�WQEPP�LERHJYP�SJ�ZIV]�PEVKI�GSQTERMIW�[LS�LEH
XIEQW�SJ�MR�LSYWI�GST][VMXIVW�XS�XVEMR��8LI�8SXEP
%HHVIWWEFPI�1EVOIX�JSV�XLMW�TVSHYGX�[EW�XSS�WQEPP���

3XLIV�XMQIW��[I�QMWXEOI�SRI�GPMIRXƅW�VIUYIWX�JSV�XLI�RIIH�SJ�QER]�GPMIRXW��*SV�I\EQTPI��XLI�GPMIRX
SJ�SRI�LMKLP]�RMGLI�XVEMRMRK�ERH�HIZIPSTQIRX�GSQTER]�EWOIH�JSV�ZMVXYEP�HIPMZIV]�SJ�XLI�RMRI�GPEWW
XVEMRMRK�WIVMIW�XS�LIPT�VIHYGI�XVEZIP�GSWXW��XLMW�[EW�TVI�'3:-(�����;MXLSYX�ZEPMHEXMRK�[LIXLIV
SXLIV�GPMIRXW�LEH�XLI�WEQI�RIIH��XLI�GSQTER]�WTIRX�[IPP�MRXS�WM\�JMKYVIW�FYMPHMRK�ER�SRPMRI
TPEXJSVQ�XLEX�SRP]�SRI�GSQTER]�[ERXIH�

-R�EPP�SJ�XLIWI�GEWIW��QSRI]�MW�[EWXIH�HIZIPSTMRK�ERH�PEYRGLMRK�RI[�TVSHYGXW�XLEX�RSX�IRSYKL
GYWXSQIVW�[MPP�FY]�
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The most successful companies take a co-
creation approach both to design and
development. Co-creation is simply involving
people outside the product team in the
development and ideation of a product. This
includes ideating with employees outside of the
core team, with customers, and with developers.
Co-creation was coined in 2003 by C.K. Prahalad
and Venkat Ramaswamy but really took off when
LEGO started using it to develop new kits. LEGO
has a platform where anyone can submit an idea
for a new product. It’s voted on by other platform
users. If the idea is popular enough, the company
will make it and share one percent of the profits
with the idea originator. 

'HVLJQLQJ�DQG
'HYHORSLQJ�LQ�D

9DFXXP
��

Heidi Grant Halvorson’s book, Reinforcements: How to Get People to Help You, explores the reasons
why people hate to ask for help. One of which is that we don’t like to look like we don’t know the
answer. This happens frequently in new product innovation. Even if we take the time to conduct
upfront market research to identify the urgent and expensive problems of attractive customer
segments, we still design and develop in isolation. Potential buyers or users won’t see the product
until it is beautifully finished. Products like this typically fail. 

The unit is co-led by a senior IT executive and a senior business
executive. This co-leadership helps to ensure that digital
innovations are developed with both technology and operations in
mind. “Not only does the unit deliver the technology solutions for
the bank’s new digital retail banking initiatives, but it also ensures
that business processes are adapted appropriately,” reports
Capgemini Consulting. Today, Lloyds is the UK’s largest digital
bank. 

UK-based Lloyds Banking Group is a good example of successful innovation based on
involving multi-teams and stakeholders. Lloyd’s was struggling to keep up with Fintech start-
ups, in part because its processes were slow and innovation wasn’t happening at the speed
needed. They began to digitally transform through the creation of a digital services unit.
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Another hindrance to good product innovation is the tendency of companies to protect what they
have and run away from products that they fear might cannibalize existing products or services.
But the increased pace of change enabled by technology and increased access to capital, have
increased the number of competitors especially, digitally disruptive competitors.

For example, one market research firm realized that 60 percent of the custom analysis that they
were doing for clients could be automated because it was simple data capture and reporting.
They explored the possibility of creating a self-serve reporting dashboard for clients to use to
access this data, rather than having staff generate reports. The Chief Product Officer shared with
me, “The idea of automating the reporting and giving our customers self-serve access to it
terrifies most of the business leaders because it represents 60 percent of the work that we do
now for clients. However, if we don’t do it, someone else will.”

Customer lifetime value across demographic and
behavioral cohorts
Conversion rates (site-to-item and item-to-cart)
across an entire product line
Efficiency of marketing spend and ad targeting

Businesses that are willing to cannibalize their
existing revenue streams are more likely to survive.
Many executives get caught up in the fear that more
scalable (often less expensive) products will detract
from, or worse destroy, their existing business. In
truth, new products cannibalizing our existing
businesses is the best-case scenario. Sooner or later,
our revenue will erode from competitors if we aren’t
willing to risk business as usual.

And he was right. CB Insights recently pointed out that tools like Looker, Tableau, Microsoft
Power BI, Qlik, SAS, and Domo allow companies to instantly generate reports on trends such as:
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Consider this advice from Scott Anthony, co-author,
Dual Transformation: How to Reposition Today’s
Business While Creating the Future: “…companies
must come to grips with their cannibalization
concerns because getting overly defensive can
curtail powerful growth strategies.” 

Our best advice is to abandon the idea of totally protecting your existing services. Instead, think
about how new products could attract new customers and eventually drive them to your existing
services or complement existing services. Mapping how customers may go from products to
services and back to products is an important part of this work.
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MVP “learning loops” are only helpful if we commit to iterating on our product based on what we
have learned. This is hard for organizations that have a history of long R&D cycles or that are not
used to staffing post-launch teams to learn what the market likes or dislikes so they can make
the product better. We need to form hypotheses, measure what we are learning against those,
develop new hypotheses about the next stage of growth, and use reserve investment dollars and
people to capture what we learned from the MVP launch and make the product better.  

Take Dyson vacuums, for example. Dyson Ltd is a billion-dollar company whose leading product
took 5,271 prototypes to create. The inventor, James Dyson, learned something new from every
version he created and then improved it on the next iteration. This test and learn philosophy is
something the more than 3,000 engineers at the Dyson company still use today. It’s safe to
assume that its engineers don’t need as many prototypes as the founder did. They now have a
global market of users who feedback information about what’s working and what’s not through
their buying decisions. 

The point is our MVP or prototype is only valuable when we make changes based on what we
learn. That means we need to accept that we will have made some mistakes listen to customers
when they point out those mistakes and fix them in our next product iteration.

Our MVP is built on the best information we have at
the time, but it’s not going to be perfect because our
information is incomplete. I like this quote from
Christopher Moisan, Product Principal at Idean, a
global design firm, “We still have our known-knowns
to build and deliver on and there’s the unknown-
unknowns — things that crop up during our product
development journey that we need to address.”  The
MVP helps us uncover the “unknown-unknowns” so
that we can improve our product and delight more
customers. 
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Vecteris uses a new product innovation method that is designed to help organizations avoid the
top seven innovation mistakes. It is designed to move product innovation efforts more quickly
and with more customer-focus, as well as to help organizations evolve their culture to be more
innovation-minded. 

Rather than creating a “set in stone” strategy, we create a
set of hypotheses that we are always testing through
market experiments. This approach is deliberately
structured as a Lean Startup inspired “build, measure,
learn loop.”  It also uses Design Thinking methods, to
keep the approach very customer-centric. 

7KH�9HFWHULV�
3URGXFWize�
3DWKZD\™
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We start in the middle of the loop with the
fundamentals of 'VIEXMRK�E�4VSHYGX
*VMIRHP]�'YPXYVI� That's where we win
employee hearts and minds and begin to
develop new skills across the entire
organization. We bring in new skills and
learn how to effectively manage and
leverage more diversity. We develop more
collaborative and cross-functional ways of
working.

Understanding your customers’ and prospects’ urgent and expensive problems
Knowing how these problems present by different segments or personas
Understanding the competitive landscape and where there are opportunities for a new product

Developing and cataloging new ideas
Developing preliminary business models and modeling the revenue and profit potential
Quickly testing concepts with customers and prospects
Translating market requirements into product requirements that designers and developers can use
to develop an MVP
Working with designers to build and test prototypes
Working closely with developers to build a functioning front and back-end
Continuously soliciting user feedback

We then move around the loop, starting at the top with %PMKR. Here we set-aside sufficient resources to
fund product development, determine how to allocate these resources across a ‘portfolio’ of product
options, and separate the operational metrics and processes used to run the existing business from
those used to launch and scale new products or services. We set a regular tempo of engaging
stakeholders with updates about new product development and launch progress and discuss funding
specifically.

Next, we (IJMRI�XLI�4VSFPIQ� The goal in this stage is to understand the urgent and expensive
problems found in the most attractive market segments. This is part stellar customer listening, part
data analysis, and part strong associative thinking to spot patterns that no one else can see. This
includes:

Then we move to 'S�(IWMKR�ERH�(IZIPST, where we generate, test, and develop ideas. Our co-creation
model involves ideating with employees outside of the core team, heavily engaging with potential
customers, and closely partnering with developers. This includes:

As we are developing, we are also planning to 0EYRGL�&SPHP]. Here we plan how new products will
attract new customers and eventually lead them to consume existing, yet complementary, products
and services.
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Developing pricing strategies and packages to
target different segments
Creating messaging to articulate the value
proposition
Creating a multi-channel marketing plan
Creating a sales strategy and winning the hearts
and minds of the sales team

Mapping how customers may go from product to
product is an important part of the Launch Boldly
phase. This phase includes:

$�FXVWRPHU�RQERDUGLQJ�SURFHVV�DQG�D�XVDJH�PHDVXUHPHQW�SURFHVV�WR�HQVXUH�FXVWRPHUV�DUH
XVLQJ�WKH�SURGXFW�WKH\�SXUFKDVHG
5HJXODU�SURGXFW�SHUIRUPDQFH�UHYLHZ�DQG�URDGPDS�XSGDWH�FRQYHUVDWLRQ
5HJXODU�GLVFXVVLRQ�RQ�KRZ�WKH�RYHUDOO�SRUWIROLR�RI�SURGXFWV�LV�SHUIRUPLQJ

)LQDOO\��ZH�PRYH�LQWR�0DQDJH��7KLV�LV�ZKHUH�ZH�OHDUQ�IURP�WKH�PDUNHW�DQG�EHJLQ�WR�LWHUDWH�DQG
UHSHDW�DQ�DEEUHYLDWHG�YHUVLRQ�RI�WKLV�F\FOH�DJDLQ�WR�LPSURYH�DQG�JURZ�WKH�SURGXFW��7KLV�LQFOXGHV
KDYLQJ�
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