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qê~åëÑçêãÉêë

`Ü~åÖáåÖ=_ìëáåÉëë=píêìÅíìêÉë=Ñçê=íÜÉ
�cäÉñ=bÅçåçãóÒ=çÑ=íÜÉ=fåÑçêã~íáçå=^ÖÉ

� qÜêÉÉ=éçíÉåí=ÑçêÅÉë=~êÉ=ÅêÉ~íáåÖ=~=ÑäÉñáÄäÉ=ÉÅçåçãóW

•  qÉÅÜåçäçÖóK= qÜ~åâë= íç= kÉíI= ÄìëáåÉëë= éêçÅÉëëÉë= ~êÉ= ÄÉáåÖ= êÉÅçåÑáÖìêÉÇW
EáF= aáëáåíÉêãÉÇá~íáçå= çÑ= ãáÇÇäÉãÉåX= EááF= `êÉ~íáçå= çÑ= ~ìÅíáçå= Ñê~ãÉïçêâX
EáááF=jçêÉ= íê~åëé~êÉåí= ~åÇ= ÉÑÑáÅáÉåí= ã~êâÉíëX= EáîF= oÉÇìÅÉÇ= Äê~åÇ= äçó~äíóX
EîF=lìíëçìêÅáåÖK

•  aÉêÉÖìä~íáçåK=qÜêÉÉ=áåÇìëíêó=ëÉÅíçêë=ÅçãéêáëáåÖ=~=íÜáêÇ=çÑ=pCm=RMM=É~êåáåÖëÔ
Ñáå~åÅÉI=íÉäÉÅçãI=ìíáäáíáÉëÔ~êÉ=áå=íÜêçÉë=çÑ=ÇÉêÉÖìä~íáçåK

•  däçÄ~äáò~íáçåK=^=ãçêÉ=Å~éáí~äáëíáÅI=ÑäÉñáÄäÉ=ÉÅçåçãó=çìíëáÇÉ=råáíÉÇ=pí~íÉëK

� få=íÜÉ=�ÑäÉñ=ÉÅçåçãóÒ=éêáÅÉë=~êÉ=íê~åëé~êÉåíI=ÅçãéÉíáíáçå=áë=áåíÉåëÉI=~åÇ=ã~êÖáåë

~êÉ=ìåÇÉê=ìåêÉäÉåíáåÖ=éêÉëëìêÉK

� qç=ëìêîáîÉ=áå=íÜáë=ÉåîáêçåãÉåíI=íê~åëÑçêãÉêë=~êÉ=ãçîáåÖ=Ñêçã=ÄìêÉ~ìÅê~íáÅI=îÉêíáJ

Å~ääó=áåíÉÖê~íÉÇ=çêÖ~åáò~íáçåë=íç=ÑäÉñáÄäÉ=Ñáêãë=ïÜÉêÉ=ÇÉÅáëáçåë=~êÉ=ÇêáîÉå=Äó=ã~êâÉí

ÑçêÅÉëK

� pÉîÉå=âÉó=íê~åëÑçêã~íáçåëW

•  _ìáäÇáåÖ=ÖäçÄ~ä=çäáÖçéçäáÉëK

•  fåîÉëíáåÖ= áå= íÉÅÜåçäçÖó= íÜêçìÖÜ= íïçJéêçåÖÉÇ= oCa= ÉÅçåçãóK= cáêãë= ëéÉåÇ
ÜÉ~îáäó=çå=áåJÜçìëÉ=oCa=~åÇLçê=~Åèìáëáíáçåë=çÑ=ëã~ääÉê=ÜáÖÜJíÉÅÜ=ÑáêãëK

•  `çåíáåìçìë=áåîÉëíãÉåí=áå=~ÇîÉêíáëáåÖK

•  lìíëçìêÅáåÖ=åçåJÅçêÉ=çéÉê~íáçåëÔ�îáêíì~äÒ=ëìééçêí=~åÇ=ã~åìÑ~ÅíìêáåÖK

•  `çéáåÖ=ÉÑÑÉÅíáîÉäó=ïáíÜ=íÜÉ=ëâáääë=ëÜçêí~ÖÉK

•  `çåîÉêíáåÖ=ÖççÇë=áåíç=ëÉêîáÅÉë=ïáíÜ=êÉÅìêêáåÖ=êÉîÉåìÉëI=ÜáÖÜÉê=ã~êÖáåëK

•  _ÉåÉÑáíáåÖ=Ñêçã=ÇáëáåíÉêãÉÇá~íáçå=çÑ=ãáÇÇäÉãÉåK

� qê~åëÑçêãÉÇ=~êÉ=íÜÉ=îáÅíáãë=çÑ=ÅÜ~åÖÉ=áå=fåÑçêã~íáçå=^ÖÉÔìëì~ääó=ÄÉÅ~ìëÉ=íÜÉó

~êÉ=íê~ééÉÇ=Äó=íê~Çáíáçå~ä=äÉÖ~Åó=ÄìëáåÉëëÉë=íÜ~í=íÜÉó=êÉÑìëÉ=íç=Å~ååáÄ~äáòÉK

� �píêìÅíìêÉIÒ=~ë=ãìÅÜ=~ë=ã~Åêç=Ñ~Åíçêë=EáåÇìëíêóI=ëÉÅíçêI=ÉíÅKFI=ïáää=ÇÉíÉêãáåÉ

ëìÅÅÉëë=áå=íÜÉ=�ÑäÉñ=ÉÅçåçãóKÒ
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Table 1: “Transformers”

11/9/00
Page Company Symbol Rating     Price Theme

20 AES Corp
2,47

AES Strong Buy $62.44 Global oligopoly
21 Amer Int’l Group AIG Buy 100.50 Global oligopoly
21 America Online AOL Strong Buy 52.68 Global oligopoly/Investment in advertising
21 American Express

2
AXP Buy 58.25 Global oligopoly/Outsourcing

25 Amgen
1

AMGN Strong Buy 62.75 Two-pronged R&D economy
29 Auto. Data Processing AUD Buy 65.00 Outsourcing
31 Baker Hughes BHI Strong Buy 37.13 Outsourcing
31 Bank of New York

2
BK Buy 58.06 Outsourcing

30 CH Robinson Worldwide CHRW Buy 54.88 Outsourcing
32 Celestica CLS Strong Buy 55.50 Outsourcing
26 Chase Manhattan

2
CMB Buy 44.13 Two-pronged R&D economy

22 Check Point Software
1

CHKP Strong Buy 155.50 Global oligopoly
30 Cigna Corp CI Strong Buy 123.20 Outsourcing
22 Cisco Systems

1
CSCO Buy 53.25 Global oligopoly/Two-pronged R&D economy

21 Citigroup
2

C Strong Buy 52.69 Global oligopoly/Two-pronged R&D economy
27 Clear Channel Comm

2
CCU Strong Buy 53.25 Investment in advertising

39 Coach COH Not Rated 23.93 Benefiting from disintermediation
24 Corning GLW Buy 64.00 Two-pronged R&D economy
21 Costco

1
COST Hold 34.06 Global oligopoly

37 Dell Computer
1

DELL Strong Buy 28.38 Goods into services
38 Delta Air Lines

2
DAL Strong Buy 47.06 Benefiting from disintermediation

36 Duke Energy
2,58

DUK Strong Buy 86.50 Goods into services
30 Dynegy

2
DYN Buy 48.75 Outsourcing

33 Electronic Data Systems EDS Not Rated 52.25 Outsourcing
36 El Paso Energy EPG Strong Buy 60.69 Goods into services
20 Enron

2
ENE Strong Buy 82.94 Global oligopoly/Outsourcing

33 Exodus Communications
1

EXDS Buy 30.19 Outsourcing/Goods into services
29 FedEx Corp FDX Hold 46.20 Outsourcing
32 Flextronics Int’l FLEX Strong Buy 28.88 Outsourcing
37 Gateway GTW Strong Buy 46.20 Goods into services
21 General Electric

2
GE Not Rated 54.56 Global oligopoly/Goods into services

39 Gucci Group GUC Hold 100.87 Benefiting from disintermediation
32 HCA—Healthcare Co HCA Buy 40.81 Outsourcing
38 Hartford Financial HIG Strong Buy 74.00 Benefiting from disintermediation
35 Heidrick & Struggles Int’l HSII Strong Buy 55.38 Skills shortage/Outsourcing
33 Hewlett-Packard HWP Buy 42.94 Outsourcing
35 HotJobs.com

1
HOTJ Strong Buy 14.38 Skills shortage/Outsourcing

37 IBM
2

IBM Strong Buy 99.44 Outsourcing/Goods into services
22 Intel

1
INTC Buy 41.38 Global oligopoly/Two-pronged R&D economy

28 Interpublic Group of Cos IPG Not Rated 39.25 Investment in advertising
32 Jabil Circuit JBL Strong Buy $44.94 Outsourcing
24 JDS Uniphase

1
JDSU Buy 73.75 Two-pronged R&D economy

19 Johnson & Johnson JNJ Strong Buy 93.56 Global oligopoly
22 Juniper Networks JNPR Buy 179.63 Global oligopoly

kçíÉW=qÜÉ=áåÅäìëáçå=çÑ=ëíçÅâë=íÜ~í=~êÉ=kçí=o~íÉÇ=çê=ê~íÉÇ=eçäÇ=Äó=r_p=t~êÄìêÖ=ii`=ëÜçìäÇ=åçí=ÄÉ=ÅçåëíêìÉÇ=~ë=~=êÉÅçããÉåÇ~íáçå=Ñçê=éìêÅÜ~ëÉK
o~íÜÉêI=íÜÉáê=áåÅäìëáçå=áë=ëáãéäó=íç=áääìëíê~íÉ=íÜÉ=íóéÉ=çÑ=Åçãé~åó=íÜ~í=ÅçìäÇ=ÄÉåÉÑáí=Ñêçã=íÜÉ=íêÉåÇë=ÇÉëÅêáÄÉÇ=áå=íÜáë=êÉéçêíK=cççíåçíÉë=~êÉ=çå=é~ÖÉ=QNK
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11/9/00
Page Company Symbol Rating     Price Theme

26 KLA-Tencor
1,2

KLAC Hold 28.50 Two-pronged R&D economy
29 Kimberly-Clark KMB Strong Buy 66.13 Outsourcing
35 Korn Ferry Int’l

2
KFY Strong Buy 36.63 Skills shortage/Outsourcing

25 Lucent Technologies LU Hold 23.31 Two-pronged R&D economy
36 Medtronic

2
MDT Strong Buy 56.06 Goods into services

19 Merck MRK Buy 90.44 Global oligopoly
21 Merrill Lynch

2
MER Buy 67.50 Global oligopoly/Two-pronged R&D economy

22 Microsoft
1

MSFT Strong Buy 70.88 Global oligopoly/Two-pronged R&D economy
21 Morgan Stanley DW

2
MWD Buy 70.81 Global oligopoly/Two-pronged R&D economy

25 Motorola
2

MOT Buy 22.94 Two-pronged R&D economy
21 News Corp NWS Strong Buy 38.00 Global oligopoly
24 Nortel Networks NT Buy 39.81 Two-pronged R&D economy
28 Omnicom Group OMC Not Rated 80.44 Investment in advertising
22 Oracle ORCL Buy 26.87 Global oligopoly/Two-pronged R&D economy
29 Paychex

1
PAYX Buy 55.13 Outsourcing

25 Pfizer PFE Buy 44.63 Global oligopoly/Two-pronged R&D economy
25 Pharmacia PHA Buy 59.25 Two-pronged R&D economy
39 Polo Ralph Lauren RL Not Rated 22.18 Benefiting from disintermediation
33 Qwest Comm Int’l Q Buy 44.19 Outsourcing
36 Reliant Energy

56
REI Buy 40.00 Goods into services

30 Ryder System R Buy 18.81 Outsourcing
32 Sanmina SANM Strong Buy 93.44 Outsourcing
25 Schering-Plough SGP Strong Buy 51.88 Two-pronged R&D economy
31 Schlumberger SLB Buy 78.88 Outsourcing
33 Scient

1
SCNT Hold 14.63 Outsourcing

22 Siebel Systems SEBL Buy 103.69 Global oligopoly
36 Southern Co

2
SO Strong Buy 28.69 Goods into services

38 Starwood Hotels & Resorts HOT Strong Buy 31.81 Benefiting from disintermediation
31 State Street STT Buy 133.86 Outsourcing
39 Tiffany TIF Buy 38.63 Benefiting from disintermediation
21 Time Warner

2
TWX Strong Buy 78.84 Global oligopoly

35 TMP Worldwide
1,2

TMPW Strong Buy 70.31 Skills shortage/Outsourcing
36 TXU Corp

2
TXU Strong Buy 37.88 Goods into services

30 UnitedHealth Group UNH Strong Buy 113.63 Outsourcing
29 United Parcel Service UPS Strong Buy 58.63 Outsourcing
21 United Technologies UTX Buy 67.94 Global oligopoly/Goods into services
21 Viacom VIA Strong Buy 53.38 Global oligopoly/Investment in advertising
21 Wal-Mart Stores WMT Hold 47.13 Global oligopoly
27 Walt Disney DIS Strong Buy 31.12 Investment in advertising
26 Williams Communications WCG Not Rated 17.43 Two-pronged R&D economy
33 WorldCom

1
WCOM Strong Buy 16.13 Outsourcing

28 WPP Group WPPGY Buy 59.50 Investment in advertising
28 Yahoo

1
YHOO Strong Buy 58.81 Investment in advertising
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qÜÉ=mÉêáäë=çÑ=mÉêÑÉÅíáçå

qçÇ~ó= íÜÉ=rKpK=ÉÅçåçãó= áë= àìëí= ~Äçìí=éÉêÑÉÅí= ~åÇI= Ñçê= ä~êÖÉ= Åçêéçê~íáçåëI= íÜ~í= áë= íÜÉ
éêçÄäÉãW

� içï=áåÑä~íáçå=ãÉ~åë=ä~Åâ=çÑ=éêáÅáåÖ=éçïÉêK

� içï=ìåÉãéäçóãÉåí=ãÉ~åë=êáëáåÖ=ï~ÖÉë=~åÇ=~=éÉêî~ëáîÉ=ëâáääë=ëÜçêí~ÖÉK

� aÉÅäáåáåÖ=íê~ÇÉ=Ä~êêáÉêë=~åÇ=~=ëíêçåÖ=Ççää~ê=ãÉ~å=áåíÉåëÉ=ÖäçÄ~ä=ÅçãéÉíáíáçåK

� aÉêÉÖìä~íáçå=~åÇ=íÜÉ=fåíÉêåÉí=~êÉ=ÇÉëíêçóáåÖ=éêçíÉÅíÉÇ=ã~êâÉí=åáÅÜÉëK

� qÜÉ=fåíÉêåÉí=íÜêÉ~íÉåë=íÜÉ=Åçêéçê~íÉ=�Åêçïå=àÉïÉäëÒÔáåíÉääÉÅíì~ä=éêçéÉêíóK

� oÉÅçêÇJÜáÖÜ=éêçÑáí=ã~êÖáåë=ãÉ~å=íÜ~í= íÜÉ=É~ëó=ÅçëíJÅìííáåÖ=~åÇ=êÉëíêìÅíìêáåÖ=Ü~îÉ
ÄÉÉå=ÇçåÉK

� píêçåÖ=éêçÑáíë=~åÇ=~=ÜÉ~äíÜó=îÉåíìêÉ=Å~éáí~äLfml=ã~êâÉí=Ü~îÉ=ÅêÉ~íÉÇ=~=Å~éáí~ä=Öäìí
íÜ~í=áë=ÑìåÇáåÖ=åÉï=ÅçãéÉíáíáçåK

� mÉ~ÅÉI=éêçëéÉêáíó=~åÇ=~=ÄìÇÖÉí=ëìêéäìë=äÉ~îÉ=ÄçêÉÇ=ÄìêÉ~ìÅê~íë=ïáíÜ=éäÉåíó=çÑ=íáãÉ=íç
ä~ìåÅÜ=~åíáíêìëí=áåáíá~íáîÉëK

Exhibit 1: The Perils of Perfection

Perfection Peril

Low inflation No pricing power

Low unemployment Skills shortage

Falling trade barriers Global competition

Deregulation Open markets

Internet Copyright threats

Record margins Restructuring over

Strong profits Capital glut

Budget surplus Antitrust
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qê~åëÑçêãÉêëW
`êÉ~íáåÖ=íÜÉ=�cäÉñ=bÅçåçãóÒ

eçï= ~êÉ= Åçãé~åáÉë= ÅçéáåÖ= ïáíÜ= íÜÉëÉ= éÉêáäë= çÑ= éÉêÑÉÅíáçå\= qÜÉ= ÖççÇ= çåÉë= ~êÉ
íê~åëÑçêãáåÖ=íÜÉãëÉäîÉë=Ñêçã=ÄìêÉ~ìÅê~íáÅI=îÉêíáÅ~ääó=áåíÉÖê~íÉÇ=çêÖ~åáò~íáçåë=íç=ãçêÉ
ÑäÉñáÄäÉ= Ñáêãë=ïÜÉêÉ= ÇÉÅáëáçåë= ~åÇ= ÄÉÜ~îáçê= ~êÉ= ÅäçëÉäó= íáÉÇ= íç=ã~êâÉí= ÑçêÅÉëK= få= íÜÉ
éêçÅÉëëI= íÜÉëÉ= Ñáêãë= ~êÉ= ÅêÉ~íáåÖ= ~= ÜáÖÜäó= éêçÇìÅíáîÉI= ÑäÉñáÄäÉ= ÉÅçåçãó= íÜ~í= êìåë= ~í
�fåíÉêåÉí=ëéÉÉÇKÒ=cçê=Åçêéçê~íÉ=^ãÉêáÅ~I=íÜáë=íê~åëÑçêã~íáçå=Å~êêáÉë=ÜìÖÉ=êÉï~êÇë=Äìí
~äëç= ÜáÖÜ= êáëâëI= ÄÉÅ~ìëÉ= Åçãé~åáÉë= íÜ~í= Çç= åçí= äÉ~Ç= íÜÉ= éêçÅÉëë= ~êÉ= äáâÉäó= íç= ÄÉ
íê~ãéäÉÇK

^å=çîÉê~êÅÜáåÖ= íê~áí= çÑ= íÜÉ=åÉï=�ÑäÉñ= ÉÅçåçãóÒ= áë= íÜÉ=éÉêî~ëáîÉ= áåÑäìÉåÅÉ= çÑ= íÜÉ= ëíçÅâ
ã~êâÉíK=låÅÉ=ã~áåäó=íÜÉ=ÅçåÅÉêå=çÑ=t~ää=píêÉÉí=éêçÑÉëëáçå~äë=~åÇ=íçé=ÉñÉÅìíáîÉëI= íÜÉ
éÉêÑçêã~åÅÉ=çÑ=~=Åçãé~åóÛë=ëíçÅâ=áë=åçï=Äêç~ÇÅ~ëí= Ñ~ê=~åÇ=ïáÇÉ=çå=`k_`I=`kkÑåI
_äççãÄÉêÖ= ~åÇ= íÜÉ= fåíÉêåÉíI= ~åÇ= Ü~ë= ~=ã~àçê= áãé~Åí= çå= Åçêéçê~íÉ= éÉêÑçêã~åÅÉK= ^
ÇÉéêÉëëÉÇ=ëíçÅâ=éêáÅÉ=Ü~êãë=ÉãéäçóÉÉ=ãçê~äÉI= êÉÇìÅÉë=~=Åçãé~åóÛë=ëí~íìêÉI=ã~âÉë= áí
Ü~êÇÉê= íç= êÉÅêìáí= ~åÇ= êÉí~áå= ïçêâÉêëI= ~åÇ= êÉåÇÉêë= ~Åèìáëáíáçåë= ãçêÉ= ÇáÑÑáÅìäí= ~åÇ
ÉñéÉåëáîÉK

bäÉãÉåíë=çÑ=íÜÉ=ëÜáÑí=íçï~êÇ=íÜÉ=�ÑäÉñ=ÉÅçåçãóÒ=áåÅäìÇÉ=íÜÉ=íê~åëáíáçå=ÑêçãW

� sÉêíáÅ~ääó= áåíÉÖê~íÉÇ=Åçãé~åáÉë= íç= ëéáååáåÖ=çÑÑ=åçåJÅçêÉ= Çáîáëáçåë= EÉKÖKI= cçêÇÛë= ~åÇ
djÛë= é~êíë= ÇáîáëáçåëI= iìÅÉåíÛë= ÅÜáé= ÄìëáåÉëëI= eÉïäÉííJm~Åâ~êÇÛë= áåëíêìãÉåí
ÄìëáåÉëëFK

� eçêáòçåí~ääó= áåíÉÖê~íÉÇ= Ñáêãë= íç=çìíëçìêÅáåÖ=åçåJÅçêÉ= ÑìåÅíáçåë= ëìÅÜ=~ë=Ç~í~=éêçÅJ
ÉëëáåÖI= Üìã~å= êÉëçìêÅÉëI= ÉåÉêÖó= ã~å~ÖÉãÉåí= EáKÉKI= �îáêíì~äÒ= ëìééçêí= ~åÇ
ã~åìÑ~ÅíìêáåÖFK

� eìÖÉ=Åçêéçê~íÉ=oCa=ÇÉé~êíãÉåíë=íç=ÄìóáåÖ=íÉÅÜåçäçÖó=îá~=jC^K

� iáÑÉíáãÉ=ÉãéäçóãÉåí=íç=àçÄJÜçééáåÖK

� ̀ ~ëÜ=ÅçãéÉåë~íáçå=íç=é~óáåÖ=ÉãéäçóÉÉë=ïáíÜ=ëÜ~êÉë=~åÇ=çéíáçåëK

� oÉÖìä~íÉÇ=íç=ÇÉêÉÖìä~íÉÇ=ÉäÉÅíêáÅáíó=ã~êâÉíëK

� ̀ çããÉêÅá~ä=Ä~åâ=äç~åë=íç=àìåâ=ÄçåÇëK

� caf`JáåëìêÉÇ=Ä~åâ=~ÅÅçìåíë=íç=ëíçÅâë=~åÇ=ãìíì~ä=ÑìåÇëK

kçíÉ= íÜ~í= ~í= íÜÉ= ë~ãÉ= íáãÉ= íÜ~í= Åçãé~åáÉë= ~êÉ= ëéáååáåÖ= çÑÑ= åçåJÅçêÉ= Çáîáëáçåë= ~åÇ
çìíëçìêÅáåÖ=åçåJÅçêÉ= ÑìåÅíáçåëI=ã~åó= Ñáêãë=~êÉ=~äëç= äççâáåÖ= íç=çÑÑÉê= íÜÉáê= ÅìëíçãÉêë
�çåÉJëíçé=ëÜçééáåÖKÒ=qÜÉëÉ=íïç=íêÉåÇë=~êÉ=åçí=áåÅçåëáëíÉåíK=cçê=Éñ~ãéäÉI=~=ä~êÖÉ=Ñáå~åJ
Åá~ä= ÅçåÖäçãÉê~íÉÛë= ÅçêÉ= ÅçãéÉíÉåÅó=ã~ó= äáÉ= áå=çÑÑÉêáåÖ= áíë= ÅìëíçãÉêë= ~= Ñìää= ~êê~ó= çÑ
Ñáå~åÅá~ä= éêçÇìÅíë= Eê~åÖáåÖ= Ñêçã= ÅÜÉÅâáåÖ= ~ÅÅçìåíë= íç= ëíçÅâ= íê~ÇáåÖFI= Äìí= íÜ~í= ÅçåJ
ÖäçãÉê~íÉ=ã~ó=ïÉää= äççâ= íç=çìíëçìêÅÉ=åçåJÅçêÉ= ÑìåÅíáçåë= ëìÅÜ= ~ë=é~óêçää=éêçÅÉëëáåÖ
~åÇ=áåÑçêã~íáçå=ã~å~ÖÉãÉåíK

qê~åëÑçêãÉêë=~êÉ

ÑäÉñáÄäÉ=Ñáêãë

ïÜÉêÉ=ÇÉÅáëáçåë

~åÇ=ÄÉÜ~îáçê=~êÉ

ÅäçëÉäó=íáÉÇ=íç

ã~êâÉí=ÑçêÅÉëK
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Exhibit 2: The Transformation to the “Flex Economy”

Transformation From Transformation To

Vertical integration Spin-offs

Horizontal integration Outsourcing

In-house R&D Buy technology

Lifetime employment Job-hopping

Cash compensation Shares & options

Fixed prices Web auctions

Regulated markets Deregulation

qÜÉ=qê~åëÑçêãÉÇW=_ìêÇÉåÉÇ=Äó=iÉíÜ~ä=iÉÖ~ÅáÉë

tÜáäÉ=íÜÉ=êáëáåÖ=íáÇÉ=çÑ=íÜÉ=åÉï=ÉÅçåçãó=ïáää=ê~áëÉ=ëçãÉ=Äç~íëI= áí=ïáää=ëï~ãé=çíÜÉêëK
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Chart 1: Stock Price Performance of Six “Transformed” Companies
Three-year performance through 10/31/00

+56%

-80%

-40%

0%

40%

80%

-36%
-26%

-5%

-25% -19%

-79%

ABS BKS CPQ EK KEY XRX S&P 500

Source: UBS Warburg LLC.

qÜÉ=�íê~åëÑçêãÉÇÒ

~êÉ=ÉáíÜÉê=ìå~ÄäÉ

íç=êÉëéçåÇ=íç

íê~åëÑçêã~íáçåë

í~âáåÖ=éä~ÅÉI=çê

ÉäëÉ=íÜÉó=êÉëéçåÇ

íçç=ëäçïäóK



r_p=t~êÄìêÖ=ii` qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM

V

bñ~ãéäÉë=çÑ=íÜÉ=�íê~åëÑçêãÉÇÒW

� ̂ äÄÉêíëçåÛë=Ü~ë=ÄÉÉå=Üìêí=Äó=t~äJj~êíÛë=Éñé~åëáçå=áåíç=ÖêçÅÉêáÉëK

� _~êåÉë=~åÇ=kçÄäÉÛë=Ñê~åÅÜáëÉ=ï~ë=ÅçãéêçãáëÉÇ=Äó=^ã~òçåKÅçãK

� ̀ çãé~è=ï~ë=íÜï~êíÉÇ=Äó=aÉääÛë=ÇáêÉÅíJíçJÅçåëìãÉê=ãçÇÉäK

� hçÇ~âÛë=Ñáäã=ÄìëáåÉëë=Ü~ë=ÄÉÉå=ÅÜ~ääÉåÖÉÇ=Äó=ÇáÖáí~ä=éÜçíçÖê~éÜóK

� qê~Çáíáçå~ä=êÉÖáçå~ä=Ä~åâëI=ëìÅÜ=~ë=hÉó`çêéI=Ü~îÉ=ëÉÉå=íÜÉáê=Ñê~åÅÜáëÉë=Üìêí=Äó=íÜÉ
ÅçããçÇáíáò~íáçå=çÑ=íÜÉ=ÅçããÉêÅá~ä=äç~å=ã~êâÉíK

� uÉêçñÛë= ÅçéáÉêë=~êÉ=ÄÉáåÖ= ëìééä~åíÉÇ=Äó=éêáåíÉêëX= áåÑçêã~íáçå= áë= ëíçêÉÇ= ~ë=Äáíë= ~åÇ
ÄóíÉëI=~åÇ=éêáåíÉÇ=áÑ=~åÇ=ïÜÉå=åÉÉÇÉÇK

tÜáäÉ= íÜÉ= ëíçÅâë= çÑ= íÜÉëÉ= �íê~åëÑçêãÉÇÒ= Åçãé~åáÉë= Ü~îÉ= ÄÉÉå= ïÉ~â= ~åÇ= ã~ó= äççâ
ÅÜÉ~éI= �Äçííçã= ÑáëÜáåÖÒ= áë= êáëâó= ÄÉÅ~ìëÉ= íÜÉáê= ÄìëáåÉëë=ãçÇÉäë= ~êÉ= ëÉêáçìëäó= Eã~óÄÉ
Ñ~í~ääóF= Ñä~ïÉÇK= `çåëÉèìÉåíäóI= ã~åó= çÑ= íÜÉëÉ= Åçãé~åáÉë= Ü~îÉ= ÄÉÅçãÉ= �ëÉêá~ä
Çáë~ééçáåíÉêëÒÔuÉêçñÛë= éêÉ~ååçìåÅÉãÉåí= çÑ= éççê= íÜáêÇ= èì~êíÉê= É~êåáåÖë= ï~ë= áíë
ÑçìêíÜ= É~êåáåÖë= Çáë~ééçáåíãÉåí= áå= íÜÉ= ä~ëí= ÑáîÉ= èì~êíÉêëK= hçÇ~âÛë= ëÜ~êÉë= Ü~îÉ= ÄÉÉå
îáêíì~ääó=Ñä~í=Ñçê=íïç=ÇÉÅ~ÇÉëK

qÜÉëÉ= ~åÇ= çíÜÉê= íê~åëÑçêãÉÇ= Ñáêãë= ~êÉ= éÉêéÉíì~ä= íìêå~êçìåÇ= Å~åÇáÇ~íÉëK= ^= ã~àçê
êÉ~ëçå=ïÜó=íÜÉó=Ñ~áä=íç=êÉëéçåÇ=ëìÅÅÉëëÑìääó=íç=ÅÜ~åÖÉ=áë=íÜÉáê=�äÉíÜ~ä=äÉÖ~ÅáÉëKÒ=tÜÉå=~
ÑáêãÛë=íÉÅÜåçäçÖóI=ë~äÉë=ÅÜ~ååÉäëI=Äê~åÇ=faI=ÅçêÉ=ã~å~ÖÉãÉåí=ÅçãéÉíÉåÅó=~åÇ=Ñáå~åJ
Åá~ä=ãçÇÉä=~êÉ=ÖÉ~êÉÇ=íçï~êÇ=~=íê~Çáíáçå~ä=~ééêç~ÅÜ=ïáíÜ=~=Üáëíçêó=çÑ=ëìÅÅÉëëI=áí=áë=ÉñJ
íê~çêÇáå~êáäó=ÇáÑÑáÅìäí=íç=ÅÜ~åÖÉ=ÅçìêëÉI=ïÜáÅÜ=êÉèìáêÉë=çÑÑÉåÇáåÖ=ÇáëíêáÄìíçêëI=ÅìëíçãJ
ÉêëI=ÉãéäçóÉÉë=~åÇ=Eáå=íÜÉ=ëÜçêí=íÉêãI=~í=äÉ~ëíF=ëÜ~êÉÜçäÇÉêëK



qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM r_p=t~êÄìêÖ=ii`

NM

qÜêÉÉ=bäÉãÉåíë=çÑ=íÜÉ=�cäÉñ=bÅçåçãóÒ

NK qÉÅÜåçäçÖóÔqÜÉ=fåíÉêåÉí=rëÜÉêë=áå=íÜÉ=fåÑçêã~íáçå=^ÖÉ

qÜÉ= ä~ëí=OM=óÉ~êë=ï~ë=åçí= íÜÉ= fåÑçêã~íáçå=^ÖÉ=ÄìíI= ê~íÜÉêI= íÜÉ=^ìíçã~íáçå=^ÖÉK=qÜÉ
^ìíçã~íáçå=^ÖÉ=ãÉêÉäó=ëéÉÇ=ìé= íê~Çáíáçå~ä=ï~óë=çÑ=ÇçáåÖ=ÄìëáåÉëëX= íÜÉ= fåÑçêã~íáçå
^ÖÉ= áë= ê~ÇáÅ~ääó=ÅÜ~åÖáåÖ= íÜÉ=ï~ó=ÄìëáåÉëë= áë= ÅçåÇìÅíÉÇK=eÉ~îó= áåîÉëíãÉåí= áå= áåÑçêã~J
íáçå= éêçÅÉëëáåÖ= áå= êÉÅÉåí= óÉ~êë= Ü~ë= ~ÅÅÉäÉê~íÉÇ= íÜÉ= ëÜáÑí= íç= íÜÉ= fåÑçêã~íáçå= ^ÖÉ
E`Ü~êí=OFK

Chart 2: Information Processing
As a percentage of total real equipment investment
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Source: Bureau of Economic Analysis, DRI estimates.
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Chart 3: Share of S&P 500 Earnings
Of three S&P sectors
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Chart 4: Import Penetration
U.S. merchandise imports as percentage of goods production
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Source: Bureau of Economic Analysis.
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Chart 5: Global M&A Activity
Announced deals, in $ billions
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Chart 6: Productivity—Year-to-Year Percent Change
U.S. non-farm output per hour, quarterly

-4%

-2%

0%

2%

4%

6%

8%

1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010

Source: Bureau of Labor Statistics.



r_p=t~êÄìêÖ=ii` qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM

NP

bÅçåçãáëíë= Ü~îÉ= ÄÉÉå= ~ã~òáåÖäó= ëäçï= íç= êÉÅçÖåáòÉ= íÜáë= ~ÅÅÉäÉê~íáçå= çÑ= éêçÇìÅíáîáíó
ÖêçïíÜ=áå=íÜÉ=fåÑçêã~íáçå=^ÖÉK=fåÇÉÉÇI=áí=áë=Ñ~áê=íç=ë~ó=íÜ~í=íÜÉó=Ü~îÉ=Ü~Ç=~=�jçóåáÜ~å
jçãÉåíKÒ= _~Åâ= áå= NVVMI= ïÜÉå= íÜÉ= pçîáÉí= ÉÅçåçãó= ï~ë= Åçää~éëáåÖI= pÉå~íçê= a~åáÉä
m~íêáÅâ= jçóåáÜ~å= åçíÉÇ= íÜ~í= ^ãÉêáÅ~Ûë= �áåíÉääáÖÉåÅÉ= Åçããìåáíó= íçí~ääó= ãáëëÉÇ= íÜÉ
éÉåÇáåÖ=áãéäçëáçå=çÑ=íÜÉ=pçîáÉí=råáçåKÒ=páãáä~êäóI=ãçëí=ÉÅçåçãáëíë=Ü~îÉ=ãáëëÉÇ=íÜÉ
ìéëìêÖÉ=áå=éêçÇìÅíáîáíó=áå=íÜÉ=ä~íÉ=NVVMëI=íÜÉ=ãçëí=ãçãÉåíçìë=íêÉåÇ=ëáåÅÉ=íÜÉ=ÇçìÄäÉJ
ÇáÖáí=áåÑä~íáçå=çÑ=íÜÉ=NVTMë=EïÜáÅÜI=Äó=íÜÉ=ï~óI=ãçëí=ÉÅçåçãáëíë=~äëç=ãáëëÉÇFK

_~Åâ= áå=NVUT= íÜÉ=ÇáëíáåÖìáëÜÉÇ= ÉÅçåçãáëí=oçÄÉêí= pçäçï=ïêóäó=åçíÉÇ= íÜ~í= ÅçãéìíÉêë
ÅçìäÇ= ÄÉ= ëÉÉå= ÉîÉêóïÜÉêÉ= Äìí= áå= íÜÉ= éêçÇìÅíáîáíó= ëí~íáëíáÅëK= få= qÜÉ= qêçìÄäÉ= ïáíÜ
`çãéìíÉêëI= éìÄäáëÜÉÇ= áå= NVVR= Äó=jfq= mêÉëëI= qÜçã~ë= hK= i~åÇ~ìÉê= ÅçåÅäìÇÉÇI= �qÜÉ
Äçííçã=äáåÉ= áë=éêÉííó=ëãìÇÖóK=kçí=çåäó=~êÉ= íÜÉ=ÉÅçåçãáÅ=Ç~í~=ÉèìáîçÅ~ä=çå= íÜÉ=éêçJ
ÇìÅíáîáíó=ÉÑÑÉÅíë=çÑ=ÅçãéìíáåÖI=Äìí=ãçëí=ÇáêÉÅí=Éî~äì~íáçåë=çÑ=íÜÉáê=ÉÑÑÉÅíë=çå=ïçêâ=ÉÑÑáJ
ÅáÉåÅó=~êÉ=éêÉííó=Çáë~ééçáåíáåÖÔãìÅÜI=ãìÅÜ=áåÑÉêáçê=íç=íÜÉ=ÜçéÉ=~åÇ=ÜóéÉ=~íí~ÅÜÉÇ
íç=íÜÉã=áå=íÜÉ=éçéìä~ê=éêÉëë=~åÇ=ãáåÇKÒ

få=~=ëáãáä~ê=îÉáåI=mêáåÅÉíçå=ÉÅçåçãáëí=m~ìä=hêìÖã~å=íÜêÉÉ=óÉ~êë=~Öç=ïêçíÉ=~å=~êíáÅäÉ
áå=ïÜáÅÜ=ÜÉ=�íê~îÉäë=~ÜÉ~Ç= áå= íáãÉ=íç=êÉéçêí=çå=íÜÉ=éêÉëáÇÉåíá~ä=ÉäÉÅíáçå=çÑ=OMMMKÒ= få
çíÜÉê=ïçêÇëI=áå=NVVT=ÜÉ=ï~ë=ÑçêÉÅ~ëíáåÖ=Üçï=íÜÉ=éìÄäáÅ=ïçìäÇ=îáÉï=íÜÉ=ÉÅçåçãó=áå=íÜÉ

~ìíìãå=çÑ=OMMM áKÉKI=íçÇ~óK=hêìÖã~å=éêÉÇáÅíÉÇ=íÜ~í=íÜÉ=éìÄäáÅ=ïçìäÇ=îáÉï=íÜÉ=ÉÅçåJ
çãó= ïáíÜ= Çáë~ééçáåíãÉåí= ~åÇ= ÇÉëé~áêI= ÄÉÅ~ìëÉ= íÜÉ= �åÉï= ÉÅçåçãóÒ= ÜóéÉ= çÑ= íÜÉ
ãáÇJNVVMë=Ü~Ç= íìêåÉÇ=çìí= íç=ÄÉ=~= ÅÜáãÉê~=~åÇ= íÜÉ=ëíçÅâ=ã~êâÉí=ÄìÄÄäÉ=çÑ= íÜÉ=ãáÇJ
NVVMë=Åçää~éëÉÇK

hêìÖã~å=Éñéä~áåÉÇ=íÜ~í=íÜáë=Öêáã=ëÅÉå~êáç=ï~ë=ÉåíáêÉäó=éêÉÇáÅí~ÄäÉ=ÄÉÅ~ìëÉ=éêçÇìÅíáîJ
áíó=ÖêçïíÜ=ï~ë=åçí=~ÅÅÉäÉê~íáåÖW

�vÉí=ÉîÉå=íÜêÉÉ=çê=Ñçìê=óÉ~êë=~Öç=áí=ï~ë=çÄîáçìë=íç=~åóçåÉ=ïÜç=íÜçìÖÜí=~Äçìí= áí
íÜ~í=íÜÉêÉ=ïÉêÉI=íç=ë~ó=íÜÉ= äÉ~ëíI=ëçãÉ=ã~àçê=éêçÄäÉãë=ïáíÜ= íÜÉ=ïÜçäÉ=åÉï=ÉÅçåJ
çãó=áÇÉ~K=`çåîÉåíáçå~ä=ÉÅçåçãáÅ=ãÉ~ëìêÉë=ëÜçïÉÇ=åç=ëáÖå=~í=~ää=çÑ=~å=áåÅêÉ~ëÉ=áå
íÜÉ= ÉÅçåçãóÛë= éçíÉåíá~ä= ÖêçïíÜ= ê~íÉK= K= K= K= xÉÅçåçãáÅ= éÉêÑçêã~åÅÉ= áå= íÜÉ= ãáÇJ
NVVMëz=ëìÖÖÉëíÉÇ=íÜ~í=íÜÉ=ÉÅçåçãóÛë=äçåÖJêìå=ëìëí~áå~ÄäÉ=ÖêçïíÜ=ï~ë=ÅçåëáÇÉê~Ääó

äÉëë=íÜ~å=OKUB éÉêÜ~éë=åç=ãçêÉ=íÜ~å=OBK=^åÇ=ïáíÜ=~=ÖêçïíÜ=ê~íÉ=çÑ=åçí=ãìÅÜ
ãçêÉ=íÜ~å=OBI=áåÑä~íáçå=çÑ=äÉëë=íÜ~å=PBI=~åÇ=äçåÖJíÉêã=áåíÉêÉëí=ê~íÉë=çÑ=ãçêÉ=íÜ~å
SBI= áí=ï~ë=Ü~êÇ=íç=ëÉÉ=Üçï=éêçÑáíë=ÅçìäÇ=éçëëáÄäó=Öêçï=Ñ~ëí=ÉåçìÖÜ=íç= àìëíáÑó= íÜÉ
äÉîÉä=çÑ=ëíçÅâ=éêáÅÉëK=qÜÉ=êÉëéçåëÉ=çÑ=íÜÉ=åÉï=ÉÅçåçãó=ÉåíÜìëá~ëíë=íç=ëìÅÜ=Çáëã~ä
Å~äÅìä~íáçåë= ï~ë= íç= áåëáëí= íÜ~í= ~= Çê~ã~íáÅ= ~ÅÅÉäÉê~íáçå= çÑ= éêçÇìÅíáîáíó= ÖêçïíÜ= Ü~Ç
ÅÜ~åÖÉÇ= íÜÉ= êìäÉëK= qÜÉêÉ= ï~ë= åçí= ~= ëÜêÉÇ= çÑ= ëí~íáëíáÅ~ä= ÉîáÇÉåÅÉ= Ñçê= ëìÅÜ= ~å
~ÅÅÉäÉê~íáçåÒ=Eáí~äáÅë=çìêëFK

`çåÑêçåíÉÇ= ïáíÜ= íÜÉ= éÜÉåçãÉå~ä= éÉêÑçêã~åÅÉ= çÑ= íÜÉ= rKpK= ÉÅçåçãó= çîÉê= íÜÉ= é~ëí
ëÉîÉå= óÉ~êëÔïÜáÅÜ= ëìÖÖÉëíë= ~= ëìëí~áå~ÄäÉ= ÖêçïíÜ= ê~íÉ= Ñçê= íÜÉ=rKpK= ÉÅçåçãó= çÑ= QBI

îÉêëìë=hêìÖã~åÛë=OKORB ÉÅçåçãáëíë=Ü~îÉ=ÄÉÖìå=íç=êÉäÉåíI=Äìí=îÉêó=ÖêìÇÖáåÖäóK=oÉJ
ÅÉåíäó= e~êî~êÇ= éêçÇìÅíáîáíó= ÉñéÉêí= a~äÉ= gçêÖÉåëçå= ~åÇ= kÉï= vçêâ= cÉÇ= ÉÅçåçãáëí
hÉîáå=gK=píáêçÜ=åçíÉÇI=�^ÑíÉê=~=íïÉåíóJóÉ~ê=ëäçïÇçïå=Ç~íáåÖ=Ñêçã=íÜÉ=É~êäó=NVTMëI=^im
x^îÉê~ÖÉ=i~Äçê=mêçÇìÅíáîáíóz=ÖêÉï=OKQ=éÉêÅÉåí=éÉê=óÉ~ê=ÇìêáåÖ=NVVRJVUI=ãçêÉ= íÜ~å=~
éÉêÅÉåí~ÖÉ=éçáåí=Ñ~ëíÉê=íÜ~å=ÇìêáåÖ=NVVMJVRKÒ



qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM r_p=t~êÄìêÖ=ii`

NQ

_ìí=íÜÉó=êÉã~áå=ëâÉéíáÅ~äI=åçíáåÖ=íÜ~í=éêçÇìÅíáîáíó=Ö~áåë=~êÉ=ÅçåÅÉåíê~íÉÇ=áå=íÜÉ=íÉÅÜ
ëÉÅíçê=ïÜáäÉ=ÅçãéìíÉêJìëáåÖ=ëÉêîáÅÉ= áåÇìëíêáÉëI= ëìÅÜ=~ë= Ñáå~åÅÉ=~åÇ=êÉ~ä= Éëí~íÉI= �Ü~îÉ
ÅçåíáåìÉÇ=íç=ä~Ö=áå=éêçÇìÅíáîáíó=ÖêçïíÜKÒ=cçêíìå~íÉäóI=çåÉ=ÉÅçåçãáëí=ïÜç=ÇçÉë=ÄÉäáÉîÉ
íÜ~í=éêçÇìÅíáîáíó=ÖêçïíÜ=áë=~ÅÅÉäÉê~íáåÖ=áå=íÜÉ=fåÑçêã~íáçå=^ÖÉ=áë=cÉÇ=`Ü~áêã~å=^ä~å
dêÉÉåëé~åK

tÜó=Ü~îÉ=ÉÅçåçãáëíë=ÄÉÉå=ëç=ëäçï=íç=êÉÅçÖåáòÉ=íÜÉ=ëìêÖÉ=áå=éêçÇìÅíáîáíó\=qê~Çáíáçå~ä
ÉÅçåçãáÅë=áë=éççêäó=ÉèìáééÉÇ=íç=ãÉ~ëìêÉ=íÜÉ=ÄÉåÉÑáíë=çÑ=íÜÉ=éÜÉåçãÉåçå=~å~äóòÉÇ=áå
íÜáë=êÉéçêíÔíÜÉ=êáëÉ=çÑ=~=�ÑäÉñ=ÉÅçåçãóÒ=áå=íÜÉ=fåÑçêã~íáçå=^ÖÉK=fí=áë=åçí=ÉñÅÉëëáîÉäó
ÇáÑÑáÅìäí=íç=ãÉ~ëìêÉ=Üçï=ã~åó=ïáÇÖÉíë=éÉê=ïçêâÉêJÜçìê=~=Ñ~Åíçêó=áë=éêçÇìÅáåÖK=_ìí=áí
áë= ~= äçí= Ü~êÇÉê= íç= éÉêÅÉáîÉI= äÉí= ~äçåÉ=ãÉ~ëìêÉI= ~ää= íÜÉ= ÄÉåÉÑáíë= íÜ~í= ÅçãÉ= Ñêçã= ìëáåÖ
ÉäÉÅíêçåáÅ= åÉíïçêâë= íç= ÅäçëÉäó= ëóåÅÜêçåáòÉ= íÜÉ= ~Åíáçåë= çÑ= ëìééäáÉêëI= éêçÇìÅÉêë= ~åÇ
ÅçåëìãÉêëK=cçê=Éñ~ãéäÉI=Üçï=ãìÅÜ=ãçåÉó=ÇçÉë=~=åÉï=Ñáêã=ë~îÉÔÄçíÜ=ÇáêÉÅíäó=~åÇ
íÜêçìÖÜ= ~= Ñ~ëíÉê= ëí~êíJìéÔÄó= çìíëçìêÅáåÖ= ~ää= çÑ= áíë= Ç~í~JéêçÅÉëëáåÖ= íç= ~åçíÜÉê= Ñáêã
íÜ~í= çéÉê~íÉë= ~= Ç~í~= ÅÉåíÉê= Ñìää= çÑ= ÅçãéìíÉêë\= eçï= Çç= ëí~íáëíáÅá~åë= ãÉ~ëìêÉ= íÜáë
áãéêçîÉãÉåí\

páåÅÉ=NVVS=ïÉ=Ü~îÉ=ÄÉÉå=ÉãéÜ~ëáòáåÖ=çåÉ=ãÉ~ëìêÉ=íÜ~í=Å~éíìêÉë=Ñ~áêäó=éêÉÅáëÉäó=ëçãÉ

çÑ=íÜÉ=Ö~áåë=ÅêÉ~íÉÇ=Äó=åÉíïçêâë íÜÉ=áåîÉåíçêáÉëJíçJë~äÉë=ê~íáç=EëÉÉ=�^=jìíÉÇ=_ìëáåÉëë
`óÅäÉIÒ=gìäó=ONI=NVVSFK

Chart 7: Inventories-to-Sales Ratio
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Source: Bureau of Economic Analysis.

Chart 8: Sales-to-Inventories Ratio
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Source: Bureau of Economic Analysis.
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Chart 9: Capacity Utilization and S&P Industrials Net Margin
Margin calculated using rolling four quarters operating EPS for S&P Industrials
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Table 2: Seven Transformations in the “Flex Economy” of the Information Age

NK=oáëÉ=çÑ=däçÄ~ä=läáÖçéçäáÉë

One way to defend and develop a franchise is to expand it globally, through either

internal growth or acquisitions. Huge companies have significant advantages, including

economies of scale, economies of scope and a global perspective. And the Internet gives

giant companies an added advantage because it is infinitely scaleable. But bigger is not

always better—size can be one of the reasons why companies lose focus of their core

competency.

Attractive global oligopolies: Energy (AES Corp, Enron), entertainment (America Online,

News Corp, Time Warner, Viacom); finance (American Express, AIG, Citigroup, Merrill

Lynch, Morgan Stanley Dean Witter); multi-industry (General Electric, UTX); retailing

(Costco, Wal-Mart); Technology (Check Point Software, Cisco, Intel, Juniper Networks,

Microsoft, Oracle, Siebel).

OK=qïçJmêçåÖÉÇ=oCa=bÅçåçãó

Firms must invest continuously in technology, either through heavy in-house R&D, or by buy-

ing the technological expertise of smaller firms. Propelling the two-pronged R&D economy:

Unprecedented amounts of venture capital, a healthy IPO market, heavy M&A by “gorillas,”

inflows of entrepreneurial talent into large corporations.

Four types of companies benefit from this system. (i) Big firms that are adept at acquisitions

(Cisco, Corning, JDS Uniphase, Nortel). (ii) Dominant firms whose leadership position gives

them the resources to outspend rivals on R&D (Amgen, Intel, Lucent, Microsoft, Motorola,

Oracle, Pfizer, Pharmacia, Schering-Plough). (iii) Firms that use the venture capital model

to improve the productivity of R&D dollars (Dell, Williams Communications). (iv) Financial

intermediaries who participate in many stages of the financing process (Chase Manhattan,

Citigroup, Merrill Lynch, Morgan Stanley Dean Witter).

PK=`çåíáåìçìë=fåîÉëíãÉåí=áå=^ÇîÉêíáëáåÖ

An expanded use of advertising helps companies differentiate their products from other

established brands while defending their franchises from new entrants. Two factors, in par-

ticular, are leading to heightened competition: (i) Deregulation, (ii) Falling barriers to entry

(due, in many instances, to the Internet).

A surge in ad volumes and strong advertising rates are clear positives for three types of com-

panies. Owners of “old” media, such as TV and radio stations (Clear Channel, Disney,

General Electric, Viacom). Owners of “new” media (America Online, Yahoo). Advertising

agencies (Interpublic Group, Omnicom Group, WPP Group).

continued on page 17
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QK=lìíëçìêÅáåÖ=kçåJ`çêÉ=léÉê~íáçåë

One way for a company to protect its core competency is to assiduously focus on it while

outsourcing non-core operations—“virtual” support and manufacturing. The Internet makes it

much easier to coordinate internal operations with services provided by outsiders.

Five industry sectors where outsourcing is playing an increasingly important role: corporate

administration (American Express, Automatic Data Processing, C.H. Robinson, Cigna,

FedEx, Paychex, Ryder System, UnitedHealth Group, UPS); energy (Baker Hughes,

Dynegy, Enron, Schlumberger); finance (Bank of New York, State Street); manufacturing

(Celestica, Flextronics, Jabil Circuit, Sanmina); technology (EDS, Exodus, Qwest,

Scient Corp, WorldCom).

RK=`çéáåÖ=ïáíÜ=íÜÉ=pâáääë=pÜçêí~ÖÉ

To build the core franchise, firms must hire and retain talented workers, but, for many com-

panies, recruiting workers is as challenging as attracting customers. What most companies

face is not a labor shortage but, rather, a skills shortage. Causes of the skills shortage: fewer

qualified workers; more selective workers. Beneficiaries of the skills shortage include human

capital management firms—�skills brokersÒ—such as Heidrick & Struggles,

HotJobs.com, Korn Ferry International and TMP Worldwide.

SK=`çéáåÖ=ïáíÜ=`çããçÇáíáò~íáçåÔdççÇë=áåíç=pÉêîáÅÉë

In the “flex economy,” businesses are constantly at risk of being commoditized. One strategy

for coping with commoditization is turning goods into services. By offering services, manu-

facturers can generate incremental revenues that, in many cases, carry higher margins than

internationally traded goods. An extra benefit of this strategy is that customers may be more

loyal if they receive an integrated bundle of goods and ongoing service.

Four sectors where some firms are turning goods into services: energy (Duke Power, El

Paso Energy, Reliant Energy, Southern Company, TXU); health care (Medtronic); multi-

industry (General Electric, United Technologies); technology (Dell, Gateway, IBM).

TK=_ÉåÉÑáíáåÖ=Ñêçã=aáëáåíÉêãÉÇá~íáçå

Sales/distribution systems are being transformed in the Information Age. Low-value-added

distributors who are merely “order takers” are being “disintermediated” i.e., destroyed as

customers use the Web to obtain product information and perform transactions. The result-

ing cost savings are divided between consumers and the ultimate producer.

Disintermediation is well advanced in the PC industry (Dell’s direct sales model, Gateway’s

“Store Within a Store”). Within the retail industry, manufacturers run the risk of being

disintermediated by powerful retail chains that push their own store brands: Coach, Gucci,

Polo Ralph Lauren, Tiffany.
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qê~åëÑçêã~íáçåë

qÜáë= êÉéçêí= Éñ~ãáåÉë= ~= î~êáÉíó= çÑ= íê~åëÑçêã~íáçåë= åçï= ìåÇÉêï~ó= ~åÇ= ~ííÉãéíë= íç
ÇáÑÑÉêÉåíá~íÉ= ÄÉíïÉÉå= íê~åëÑçêãÉêë= íÜ~í= ~êÉ= ÇêáîáåÖ= ÅÜ~åÖÉ= E~åÇ= ïÜáÅÜ= íÉåÇ= íç= ÄÉ
ëìÅÅÉëëÑìä=ÖêçïíÜ= Åçãé~åáÉëF= ~åÇ= íÜÉ= íê~åëÑçêãÉÇI=ïÜçI= ~ë=åçíÉÇI= ~êÉ= íÜÉ= îáÅíáãë=çÑ
ÅÜ~åÖÉ=áå=íÜÉ=fåÑçêã~íáçå=^ÖÉK

^å=çîÉê~êÅÜáåÖ=íÜÉãÉ=áë=íÜ~íI=áå=~=ÜóéÉêÅçãéÉíáíáîÉ=ÉåîáêçåãÉåíI=Ñáêãë=ãìëí=ÅçåëáëíÉåíäó

ÑçÅìë=çå ~åÇ=áåîÉëí=áå íÜÉáê=ÅçêÉ=ÅçãéÉíÉåÅóK=bîÉå=éçïÉêÑìä=Ñáêãë=Å~å=Ñ~ää=ÄÉÜáåÇ=áÑ
íÜÉó=åÉÖäÉÅí=íç=Çç=íÜáëW

� ̂ qCq=ï~ë=ëç=éêÉçÅÅìéáÉÇ=ïáíÜ=ÇÉ~äã~âáåÖ=~åÇ=ïáíÜ=ÇÉîÉäçéáåÖ=áíë=Å~ÄäÉ=ìåáíë=íÜ~í
ëÉêîáÅÉ= ÇÉíÉêáçê~íÉÇ= áå= áíë= ~ääJáãéçêí~åí= _ìëáåÉëë= pÉêîáÅÉë= aáîáëáçåK= ^= ëÜçêí~ÖÉ= çÑ
ë~äÉë=~åÇ=ëÉêîáÅÉ=éÉêëçååÉä=Eé~êíäó=Å~ìëÉÇ=Äó=ÉñÅÉëëáîÉ=ÅçëíJÅìííáåÖ=áå=íÜÉ=é~ëíF=äÉÇ=íç
äçåÖ= ÇÉä~óë= áå= ëÉêîáÅáåÖ= î~äì~ÄäÉ= Åçêéçê~íÉ= ÅìëíçãÉêëI= ïÜç= íççâ= íÜÉáê= ÄìëáåÉëë
ÉäëÉïÜÉêÉK

� få=íÜÉ=ãáÇJNVVMë=mÉéëá`ç=ëéÉåí=ëç=ãìÅÜ=íáãÉ=íêóáåÖ=íç=Ñáñ=áíë=êÉëí~ìê~åí=ÅÜ~áåë=~åÇ
íç=Ä~ííäÉ=`çâÉ=áå=ÑçêÉáÖå=ã~êâÉíë=íÜ~í=áí=ÇáÇ=åçí=ã~ñáãáòÉ=íÜÉ=éÉêÑçêã~åÅÉ=çÑ=áíë=íïç
ÄÉëí=ÄìëáåÉëëÉëW=cêáíç=i~ó=~åÇ=ÇçãÉëíáÅ=ëçÑí=ÇêáåâëK

� mêçÅíÉê= C= d~ãÄäÉ= ï~ë= ëç= éêÉçÅÅìéáÉÇ= ïáíÜ= ÇÉîÉäçéáåÖ= åÉï= éêçÇìÅíë= íÜ~í= áí
åÉÖäÉÅíÉÇ= áíë= ÅçêÉ= ÜçìëÉÜçäÇ= ~åÇ=éÉêëçå~ä= Å~êÉ= ÄìëáåÉëëÉëI=ïÜáÅÜ= ÖÉåÉê~íÉ= URB=çÑ
êÉîÉåìÉëK=fí=Ü~ë=ÄÉÉå=ÄÉëíÉÇ=Äó=háãÄÉêäóJ`ä~êâ=áå=íÜÉ=Çá~éÉê=ã~êâÉí=~åÇ=Äó=`çäÖ~íÉÛë
qçí~ä=áå=íÜÉ=çê~ä=Å~êÉ=ã~êâÉíK

lÑ=ÅçìêëÉI=íÜÉ=åÉÉÇ=Ñçê=ÑçÅìë=ÇçÉë=åçí=ãÉ~å=íÜ~í=Åçãé~åáÉë=Å~å=çåäó= ëìÅÅÉÉÇ= áå=çåÉ
ÄìëáåÉëë= äáåÉX= ëìÅÜ= Ñáêãë= ~ë=dÉåÉê~ä=bäÉÅíêáÅ= ~åÇ= gçÜåëçå=C= gçÜåëçå=éêçîÉ= íÜÉ= ÅçåJ
íê~êóK= eçïÉîÉêI= ~= ÅçåÖäçãÉê~íÉ= ëíêìÅíìêÉ= êÉèìáêÉë= ~= ïÉääJÜçåÉÇ= ã~å~ÖÉãÉåí
~ééêç~ÅÜK=dbÛë=ÑçÅìë=çå=ÇÉîÉäçéáåÖ=ëìéÉêáçê=ã~å~ÖÉêë=áë=äÉÖÉåÇ~êóI=~åÇ=gCg=ëìÅÅÉÉÇë
Äó=ÖáîáåÖ=Çáîáëáçåë=~=ÖêÉ~í=ÇÉ~ä=çÑ=~ìíçåçãóK

tÜÉíÜÉê=çê=åçí=íÜÉó=~êÉ=ÇáîÉêëáÑáÉÇI=Ñáêãë=ãìëíW

� aÉÑÉåÇ=~åÇ=ÇÉîÉäçé=íÜÉáê=ÅçêÉ=Ñê~åÅÜáëÉI=ÉáíÜÉê=íÜêçìÖÜ=áåíÉêå~ä=ÖêçïíÜ=çê=~ÅèìáëáJ
íáçåëK=qÜÉ=ìäíáã~íÉ=ÇÉÑÉåëÉ=áë=íç=ÄÉÅçãÉ=~=ãÉãÄÉê=çÑ=~=ÖäçÄ~ä=çäáÖçéçäóK

� fåîÉëí= Åçåíáåìçìëäó= áå= íÉÅÜåçäçÖóI= ÉáíÜÉê= íÜêçìÖÜ= áåJÜçìëÉ= oCa= çê= Äó= ÄìóáåÖ
~åçíÜÉê=ÑáêãÛë=íÉÅÜåçäçÖáÅ~ä=ÉñéÉêíáëÉK

� fåîÉëí= ÜÉ~îáäó= áå= ~ÇîÉêíáëáåÖ= áå= çêÇÉê= íç= ÇáÑÑÉêÉåíá~íÉ= íÜÉáê= éêçÇìÅíë= Ñêçã= çíÜÉê
Éëí~ÄäáëÜÉÇ=Äê~åÇë=ïÜáäÉ=ÇÉÑÉåÇáåÖ=íÜÉáê=Ñê~åÅÜáëÉë=Ñêçã=åÉï=Éåíê~åíëK

� cçÅìë=çå=íÜÉ=ÅçêÉ=ÅçãéÉíÉåÅóI=ïÜáäÉ=çìíëçìêÅáåÖ=åçåJÅçêÉ=çéÉê~íáçåëK

� kçí=í~âÉ=ÉãéäçóÉÉë= Ñçê=Öê~åíÉÇÔ~ãáÇëí=~=éÉêî~ëáîÉ= ëâáääë= ëÜçêí~ÖÉ ~åÇ=ëÉÉ= íÜÉã
àçáå=~=ÅçãéÉíáíçêI=í~âáåÖ=ÅìëíçãÉêë=ïáíÜ=íÜÉãK
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NK=_ìáäÇáåÖ=däçÄ~ä=läáÖçéçäáÉë

låÉ=ï~ó=íç=ÇÉÑÉåÇ=~åÇ=ÇÉîÉäçé=~=Ñê~åÅÜáëÉ=áë=íç=Éñé~åÇ=áí=ÖäçÄ~ääóI=ÉáíÜÉê=íÜêçìÖÜ=áåJ
íÉêå~ä=ÖêçïíÜ=çê= ~ÅèìáëáíáçåëK= fåÇìëíêáÉë=ïÜÉêÉ= ëÉîÉê~ä= Ñáêãë=Ü~îÉ=ÇçåÉ= íÜáë= EíÜÉêÉÄó
Éëí~ÄäáëÜáåÖ=ÖäçÄ~ä=çäáÖçéçäáÉëF=áåÅäìÇÉ=Ñáå~åÅÉ=E^ãÉêáÅ~å=bñéêÉëëI=`áíáÖêçìéI=jÉêêáää
ióåÅÜFI= ÉåíÉêí~áåãÉåí= E^ãÉêáÅ~= låäáåÉLqáãÉ= t~êåÉêI= kÉïë= `çêéI= sá~ÅçãF= ~åÇ
éÜ~êã~ÅÉìíáÅ~äë= EgçÜåëçå= C= gçÜåëçåI= jÉêÅâI= mÑáòÉêFK= líÜÉê= áåÇìëíêáÉëI= áåÅäìÇáåÖ
éçïÉê=ÖÉåÉê~íáçå=~åÇ=é~êíë=çÑ=êÉí~áäáåÖI=~êÉ=ãçîáåÖ=íçï~êÇ=~å=çäáÖçéçäáëíáÅ=ëíêìÅíìêÉ=~ë
íÜÉó=ÅçåëçäáÇ~íÉK

^ë= ïÉ= ÉãéÜ~ëáòÉÇ= Ñçìê= óÉ~êë= ~Öç= áå= ~= êÉéçêí= çå= �dçêáää~ëÒ= Eg~åì~êó= UI= NVVSFI= ÜìÖÉ
Åçãé~åáÉë=Ü~îÉ=ëáÖåáÑáÅ~åí=~Çî~åí~ÖÉëI=áåÅäìÇáåÖW

� bÅçåçãáÉë=çÑ=ëÅ~äÉÔíÜÉ=~Äáäáíó=íç=ëéêÉ~Ç=ÑáñÉÇ=Åçëíë=çîÉê=~=ÜìÖÉ=Ä~ëÉ=çÑ=ë~äÉëK

� bÅçåçãáÉë=çÑ=ëÅçéÉ íÜÉ=~Äáäáíó=íç=çÑÑÉê=çåÉJëíçé=ëÜçééáåÖ=íç=ÅìëíçãÉêëI=ïÜÉíÜÉê=áí
áë=~=Åçêéçê~íáçå=íÜ~í=åÉÉÇë=Ñáå~åÅá~ä=~ÇîáÅÉ=çê=~=Üçëéáí~ä=íÜ~í=åÉÉÇë=ëìééäáÉëK

� qç= ëÉêîÉ= ÉÑÑÉÅíáîÉäó= ~= Öá~åí= ÅìëíçãÉê= EëìÅÜ= ~ë=t~äJj~êí= çê= dÉåÉê~ä= bäÉÅíêáÅF= óçì
åÉÉÇ=íç=ÄÉ=îÉêó=ÄáÖ=óçìêëÉäÑÔïÜáÅÜI=Ñçê=Éñ~ãéäÉI=ÖáîÉë=mCd=~å=~Çî~åí~ÖÉ=çîÉê=aá~äK

� içï=Åçëí=çÑ=Å~éáí~äK

� i~êÖÉI=ëìÅÅÉëëÑìä=Åçãé~åáÉë=íÜ~í=Å~å=çÑÑÉê=áåíÉêÉëíáåÖ=àçÄë=áå=~=î~êáÉíó=çÑ=äçÅ~íáçåëI=~ë
ïÉää= ~ë= ÖççÇ=ÄÉåÉÑáíë= ~åÇ=éçíÉåíá~ääó= äìÅê~íáîÉ= ëíçÅâ= çéíáçåëI= ~êÉ= ÄÉëí= ~ÄäÉ= íç= ÅçéÉ
ïáíÜ=íÜÉ=ëâáääë=ëÜçêí~ÖÉK

� dêÉ~í=ÄìóáåÖ=éçïÉê=ïáíÜ=ëìééäáÉêëK

� ̂ Äáäáíó=íç=áåîÉëí=~ÖÖêÉëëáîÉäó=íç=ÄìáäÇ=~=Äê~åÇK

� ̂ =ÖäçÄ~ä=éÉêëéÉÅíáîÉ=Å~å=ã~âÉ=~å=ÉåíÉêéêáëÉ=ëã~êíÉêX= äÉëëçåë= äÉ~êåÉÇ=çå=çåÉ=ÅçåíáJ
åÉåí= Å~å= ÄÉ= ~ééäáÉÇ= áå= ~åçíÜÉêK= jçêÉçîÉêI= ïÉääJã~å~ÖÉÇ= ÖäçÄ~ä= ÉåíÉêéêáëÉë= Ü~îÉ
ÄÉííÉê=ã~êâÉí=áåíÉääáÖÉåÅÉK

qÜÉ=fåíÉêåÉí=ÖáîÉë=Öá~åí=Åçãé~åáÉë=~å=~ÇÇÉÇ=~Çî~åí~ÖÉ=ÄÉÅ~ìëÉ=áí=áë=áåÑáåáíÉäó=ëÅ~äÉ~ÄäÉK
qÜÉ=tÉÄ=êÉãçîÉë=ëçãÉ=çÑ=íÜÉ=�ÇáëÉÅçåçãáÉë=çÑ=ëÅ~äÉÒ=ÇáëÅìëëÉÇ=ÄÉäçï=Äó=~ääçïáåÖ=~
Ñáêã= íç=ã~å~ÖÉ=çéÉê~íáçåë= íáÖÜíäó= ~åÇ= äÉí= ÉãéäçóÉÉë= ~êçìåÇ= íÜÉ= ÖäçÄÉ= ÅçããìåáÅ~íÉ
ÉÑÑÉÅíáîÉäóI= áåëíÉ~Ç= çÑ= éä~óáåÖ= ãìäíáéäÉ= íáãÉ= òçåÉ= íÉäÉéÜçåÉ= í~ÖK= eçïÉîÉêI= ÜáÖÜJ
éÉêÑçêã~åÅÉ=tÉÄ=íÉÅÜåçäçÖó= áë=îÉêó=ÉñéÉåëáîÉI=~åÇ=ÜìÖÉ=Åçãé~åáÉë=~êÉ=ÄÉëí= ~ÄäÉ= íç
Ü~åÇäÉ= íÜÉ= ÅçëíK=^= êÉÅÉåí= ëíìÇó

N

= ÑçìåÇ= íÜ~í= íÜÉ= íóéáÅ~ä= êÉí~áäÉêÛë= Ä~ëáÅ=tÉÄ= ëáíÉ= Åçëíë
~Äçìí=ANKU=ãáääáçå=íç=ä~ìåÅÜ=~åÇ=ANKV=ãáääáçå=íç=ã~áåí~áå=~ååì~ääóK=eçïÉîÉêI=~=äÉ~ÇJ
áåÖ= ÉÇÖÉ=tÉÄ= ëáíÉ= Åçëíë= AQMKR= ãáääáçå= íç= ä~ìåÅÜ= ~åÇ= ~= ëí~ÖÖÉêáåÖ= AQUKU= ãáääáçå= íç
ã~áåí~áåK=qÜÉ=Éëíáã~íÉÇ=Åçëí=çÑ=êìååáåÖ=~=ëçéÜáëíáÅ~íÉÇ=tÉÄ=ëáíÉ=áë=~=åÉÖäáÖáÄäÉ=AMKMN
éÉê=ëÜ~êÉ=Ñçê=eçãÉ=aÉéçí=Äìí=AMKNV=éÉê=ëÜ~êÉ=Ñçê=lÑÑáÅÉj~ñK

lå=íÜÉ=çíÜÉê=Ü~åÇI=áí=ãìëí=ÄÉ=~ÇãáííÉÇ=íÜ~í=ÄáÖÖÉê=áë=åçí=~äï~óë=ÄÉííÉêW

qÜÉ=fåíÉêåÉí=ÖáîÉë

Öá~åí=Åçãé~åáÉë=~å

~ÇÇÉÇ=~Çî~åí~ÖÉ

ÄÉÅ~ìëÉ=áí=áë

áåÑáåáíÉäó=ëÅ~äÉ~ÄäÉK
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� páòÉ=Å~å=ÄÉ=çåÉ=çÑ=íÜÉ=êÉ~ëçåë=ïÜó=Åçãé~åáÉë=äçëÉ=ÑçÅìë=çÑ=íÜÉáê=ÅçêÉ=ÅçãéÉíÉåÅóI=~ë
ïÉ=ÇáëÅìëëÉÇ=ÅçåÅÉêåáåÖ=íÜÉ=ãáëëíÉéë=çÑ=^qCqI=mÉéëá`ç=~åÇ=mêçÅíÉê=C=d~ãÄäÉK

� eìÖÉ= Åçãé~åáÉë= Å~å= ÄÉÅçãÉ= çîÉêÅÉåíê~äáòÉÇK= qÜáë= çÅÅìêêÉÇ= ~í= `çÅ~J`çä~I= ïÜÉêÉ
ã~êâÉíáåÖ=ÇÉÅáëáçåë=Ñçê=`Üáå~=~åÇ=_ê~òáä=ïÉêÉ=ÄÉáåÖ=ã~ÇÉ=áå=^íä~åí~I=ìåíáä=açìÖä~ë
a~Ñí=EïÜç=Ü~ë=ÉñíÉåëáîÉ=áåíÉêå~íáçå~ä=ÉñéÉêáÉåÅÉF=ÄÉÅ~ãÉ=`bl=~åÇ=ÇÉÅêÉÉÇ=íÜ~íI=áå
íÜÉ=ÑìíìêÉI=`çÅ~J`çä~=ïçìäÇ=�íÜáåâ=äçÅ~ääó=~åÇ=~Åí=äçÅ~ääóKÒ

� páãéäó=ÖÉííáåÖ=ÄáÖ=îá~=~Åèìáëáíáçåë=Å~å=ÄÉ=êáëâóI=ÄÉÅ~ìëÉ=óçì=ã~ó=åçí=ìåÇÉêëí~åÇ=ïÜ~í
óçì=~êÉ=ÄìóáåÖK=qÜáë= êáëâ= áë=é~êíáÅìä~êäó= ëÉîÉêÉ= Ñçê= Ñáå~åÅá~ä= ÑáêãëI= ~ë= ëÜçïå=Äó= ëìÅÜ
éêçÄäÉã~íáÅ= ÇÉ~äë= ~ë= cáêëíJråáçåLjçåÉó= píçêÉI= _~åâ= låÉLcáêëí= rp^= ~åÇ
`çåëÉÅçLdêÉÉå= qêÉÉK= qçìÖÜÉê= ~åíáíêìëí= ÉåÑçêÅÉãÉåí= áå= íÜÉ= rKpK= ~åÇ= bìêçéÉ= ~äëç
ã~âÉë= ~å= ~Åèìáëáíáçå= ëíê~íÉÖó= êáëâóK= cáå~ääóI= áå= íçÇ~óÛë= íêÉ~ÅÜÉêçìë= ÄìëáåÉëë= ÉåîáJ
êçåãÉåíI=ëçãÉ=çÑ=íÜÉ=éÉêáäë=çÑ=éêçëéÉêáíóI=ëìÅÜ=~ë=~=ä~Åâ=çÑ=éêáÅáåÖ=éçïÉê=~åÇ=íÜÉ=ëâáääë
ëÜçêí~ÖÉI=ãÉ~å=íÜ~í= áí=áë=îÉêó=íêáÅâó=íç=çéÉê~íÉ=~=Åçãé~åó=ÉÑÑÉÅíáîÉäó=ïÜáäÉ= íçé=ã~åJ
~ÖÉãÉåí=áë=éêÉçÅÅìéáÉÇ=ïáíÜ=ÇÉ~äëK

� få=ÅÉêí~áå=áåÇìëíêáÉëI=çåÅÉ=Åçãé~åáÉë=Öêçï=íç=~=ÅÉêí~áå=ëáòÉÔ~åÇ=ÉÑÑÉÅíáîÉäó=Éëí~ÄäáëÜ
~=ÖäçÄ~ä=çäáÖçéçäóÔíÜÉêÉ=~êÉ=åç=çÄîáçìë=ÄÉåÉÑáíë=íç=~ÇÇÉÇ=ëÅ~äÉK=få=éÜ~êã~ÅÉìíáÅ~äëI
Ñçê=Éñ~ãéäÉI=íÜÉ=âÉó=íç=ëìÅÅÉëë=áë=ÅêÉ~íáåÖ=ÖççÇ=åÉï=ÇêìÖëI=~åÇ=íÜÉ=~Äáäáíó=íç=Çç=íÜáë
áë=åçí=êÉ~ääó=ÉåÜ~åÅÉÇ=ïÜÉå=íïç=ÜìÖÉ=Åçãé~åáÉë=ãÉêÖÉK=qç=ÄÉ=ëìêÉI=ÇêìÖ=ãÉêÖÉêë
áåáíá~ääó= ÅêÉ~íÉ= ÅçëíJÅìííáåÖ= ëóåÉêÖáÉëI= Äìí= íÜÉëÉ= ~êÉ= åçí= ìëì~ääó= ëìëí~áå~ÄäÉK=lå= íÜÉ
çíÜÉê=Ü~åÇI=åáÅÜÉ=~Åèìáëáíáçåë=çÑ=ëã~ää=ÜÉ~äíÜ=Å~êÉ=Åçãé~åáÉë= íÜ~í=Ü~îÉ=éêçãáëáåÖ
ÇêìÖëI=Äìí=~=ëã~ää=ë~äÉë=ÑçêÅÉI=Çç=ã~âÉ=ëÉåëÉK

cçê=~ää=íÜÉëÉ=êÉ~ëçåëI=áí=áë=åçí=É~ëó=íç=ÄÉÅçãÉ=~=éçíÉåí=ÖäçÄ~ä=ÉåíÉêéêáëÉ ïÜáÅÜ=ãÉ~åë
íÜ~í=íÜçëÉ=ÑÉï=Åçãé~åáÉë=íÜ~í=Çç=Ü~îÉ=íÜ~í=ëí~íìëI=~åÇ=ëíáää=Ü~îÉ=ÖççÇ=ãçãÉåíìã=~åÇ
ëÉêîÉ=ä~êÖÉI=ÖêçïáåÖ=ã~êâÉíëI=~êÉ=~ííê~ÅíáîÉK

� båÉêÖó= çäáÖçéçäáÉëK= båêçå= Éåàçóë= ~= Ççãáå~åí= éçëáíáçå= áå= íÜÉ= ïçêäÇïáÇÉ= ïÜçäÉë~äÉ
ÉåÉêÖó=ã~êâÉíëK= qÜÉ= Åçãé~åó= áë= íÜÉ= ä~êÖÉëí= ïÜçäÉë~äÉ= ã~êâÉíÉê= çÑ= ÉäÉÅíêáÅáíó= ~åÇ
å~íìê~ä=Ö~ë= áå=ÉîÉêó=ÇÉêÉÖìä~íÉÇ=ÉåÉêÖó=ã~êâÉíI= áåÅäìÇáåÖ=kçêíÜ=^ãÉêáÅ~I= íÜÉ=rKhK
~åÇ= pÅ~åÇáå~îá~I= ~åÇ= Ü~ë= Éëí~ÄäáëÜÉÇ= ~= ëíêçåÖ= éêÉëÉåÅÉ= áå= íÜÉ= ê~éáÇäó= äáÄÉê~äáòáåÖ
ÅçåíáåÉåí~ä=bìêçéÉ~å=ã~êâÉíK=få=~ÇÇáíáçåI=båêçå=áë=ÜÉäéáåÖ=íç=ÅêÉ~íÉ=ÉåÉêÖó=ã~êâÉíë
áå=g~é~åI=^ìëíê~äá~I=pçìíÜ=^ãÉêáÅ~=~åÇ=fåÇá~I=~åÇ=áí=Ü~ë=Äìáäí=å~íìê~ä=Ö~ë=~åÇ=ÉäÉÅJ
íêáÅáíó= åÉíïçêâë= áå= ÉåÉêÖóJÅçåëíêáÅíÉÇ= é~êíë= çÑ= íÜÉ= ïçêäÇI= ëìÅÜ= ~ë= fåÇá~I= pçìíÜ
^ãÉêáÅ~=~åÇ=íÜÉ=`~êáÄÄÉ~åK=^bp=`çêéI=ïÜáÅÜ=áë=ÉåÖ~ÖÉÇ=áå=ÉäÉÅíêáÅáíó=ÖÉåÉê~íáçåI=áë
~åçíÜÉê=äÉ~ÇáåÖ=ÖäçÄ~ä=éçïÉê=Åçãé~åóK=qÜÉ=Åçãé~åó=çéÉê~íÉë=~åÇ=çïåë=~=éçêíÑçäáç
çÑ=ÉäÉÅíêáÅ=éçïÉê=éä~åíëI=ïÜáÅÜ=~êÉ=äçÅ~íÉÇ=áå=kçêíÜ=~åÇ=pçìíÜ=^ãÉêáÅ~I=bìêçéÉ=~åÇ
^ëá~K=få=~ÇÇáíáçåI=^bp=Ü~ë=çïåÉêëÜáé=ëí~âÉë=áå=~=åìãÄÉê=çÑ=ÇáëíêáÄìíáçå=Åçãé~åáÉëI
ïÜáÅÜ=ëÉêîÉ=ãáääáçåë=çÑ=ÅìëíçãÉêë=~êçìåÇ=íÜÉ=ÖäçÄÉK



r_p=t~êÄìêÖ=ii` qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM

ON

� båíÉêí~áåãÉåí= çäáÖçéçäáÉëK=qÜÉ=tÉÄ=ÖáîÉë= äÉ~ÇáåÖ= ÉåíÉêí~áåãÉåí= Åçãé~åáÉë= ëìÅÜ= ~ë
^ãÉêáÅ~= låäáåÉI= kÉïë= `çêéI= qáãÉ= t~êåÉê= ~åÇ= sá~Åçã= óÉí= ~åçíÜÉê= éä~íÑçêã
íÜêçìÖÜ=ïÜáÅÜ=íÜÉó=Å~å=éìëÜ=~=î~êáÉíó=çÑ=ÉåíÉêí~áåãÉåí=éêçÇìÅíëK=_ìí=íÜÉ=âÉó=~ííêáÄJ
ìíÉ=çÑ=íÜÉ=tÉÄ=áë=íÜ~í=íÜáë=áë=~=ÖäçÄ~ä=éä~íÑçêãI=ïÜáÅÜ=~ääçïë=íÜÉëÉ=Åçãé~åáÉë=íç=ÉñJ
íÉåÇ=íÜÉáê=Ñê~åÅÜáëÉ=ïçêäÇïáÇÉ=~í=êÉä~íáîÉäó=äçï=ÅçëíK=qÜÉ=tÉÄ=~äëç=Éäáãáå~íÉë=Ä~êêáJ
Éêë=ëìÅÜ=~ë=êÉÖìä~íçêó=êÉëíêáÅíáçåë=~åÇ=çïåÉêëÜáé=Åçåíêçäë=íÜ~í=éêÉîáçìëäó=ãáÖÜí=Ü~îÉ
âÉéí=rKpK=ÉåíÉêí~áåãÉåí=Åçãé~åáÉë=çìí=çÑ=ëçãÉ=ã~êâÉíëK

� cáå~åÅá~ä= çäáÖçéçäáÉëK=aìêáåÖ= íÜÉ= NVVMë= íÜÉêÉ= ï~ë= ëáÖåáÑáÅ~åí= ÅçåëçäáÇ~íáçå= çÑ= íÜÉ
Ä~åâáåÖI= ëÉÅìêáíáÉëI=ãçåÉó=ã~å~ÖÉãÉåí= ~åÇ= áåëìê~åÅÉ= áåÇìëíêáÉëI= ÄçíÜ=ïáíÜáå= íÜÉ
rKpK=~åÇ=ÖäçÄ~ääóK=qÜÉ=ëìÅÅÉëë=çÑ=íÜÉëÉ=ãÉêÖÉêë=çÑ=íÜÉ=NVVMë=Åçåíê~ëíë=ïáíÜ=~=ï~îÉ=çÑ
ÇÉ~äë=áå=íÜÉ=É~êäó=NVUMë=íÜ~í=ïÉêÉI=íç=î~êóáåÖ=ÇÉÖêÉÉëI=Ñ~áäìêÉëK=EoÉãÉãÄÉê=�Ñáå~åÅá~ä
ëìéÉêã~êâÉíë\ÒF= cáå~åÅá~ä= ÅçãÄáå~íáçåë= Ü~îÉ=ïçêâÉÇ=ãìÅÜ=ÄÉííÉê= ä~íÉäó= éêáã~êáäó
ÄÉÅ~ìëÉ=íÜÉ=ÑçÅìë=Ü~ë=åçí=ÄÉÉå=çå=ëóåÉêÖáÉë=ÄÉíïÉÉå=Çáëé~ê~íÉ=ÄìëáåÉëëÉë=ÄìíI=ê~íÜÉêI
çå=ÅçåëçäáÇ~íáåÖ=çéÉê~íáçåëK=qÜÉ=êáëâ=çÑ=~=ÅçåëçäáÇ~íáçå=ëíê~íÉÖó=áë=êÉä~íáîÉäó=äçï=ÄÉJ
Å~ìëÉ=ã~å~ÖÉãÉåíë=~êÉ=ÄìóáåÖ=ÄìëáåÉëëÉë=íÜÉó=ìåÇÉêëí~åÇI=~åÇ=Ñáêãë=íÜ~í=Çç=ã~åó
ÇÉ~äë=ÄÉÅçãÉ=ÉñéÉêí=~í=ÉÑÑÉÅíáåÖ=íÜÉã=èìáÅâäó=~åÇ=ÉÑÑáÅáÉåíäóK=qÜÉ=êÉëìäí=çÑ=íÜáë=ÅçåJ
ëçäáÇ~íáçå= ~Åíáîáíó= Ü~ë= ÄÉÉå= íÜÉ= ÉãÉêÖÉåÅÉ= çÑ= ~= Ü~åÇÑìä= çÑ= ÜáÖÜJèì~äáíóI= ïÉääJêìå
Åçãé~åáÉë= íÜ~í= Ççãáå~íÉ= íÜÉáê= êÉëéÉÅíáîÉ= áåÇìëíêó= ëÉÅíçêë= ÖäçÄ~ääóW= ^ãÉêáÅ~å

fåíÉêå~íáçå~ä= dêçìé= Eáåëìê~åÅÉFI= ^ãÉêáÅ~å= bñéêÉëë= ~åÇ= `áíáÖêçìé= EÅçåëìãÉê
Ñáå~åÅÉFI=jÉêêáää=ióåÅÜ=~åÇ=jçêÖ~å=pí~åäÉó=aÉ~å=táííÉê=EáåîÉëíãÉåí=Ä~åâáåÖFK

� fåÇìëíêá~ä=çäáÖçéçäáÉëK=táíÜ=Ççãáå~åí=éçëáíáçåë=áå=íÜÉ=ÖäçÄ~ä=ã~êâÉíë=Ñçê=ÉîÉêóíÜáåÖ
Ñêçã=~áêÅê~Ñí=ÉåÖáåÉë=íç=éçïÉê=ëóëíÉãëI=dÉåÉê~ä=bäÉÅíêáÅ=~åÇ=råáíÉÇ=qÉÅÜåçäçÖáÉë
~êÉ=íÜÉ=èìáåíÉëëÉåíá~ä=�çäÇ=ÉÅçåçãóÒ=çäáÖçéçäáÉëK

� oÉí~áäáåÖ=çäáÖçéçäáÉëK=qÜÉ=kÉí=áë=åçí=àìëí=Ñ~Åáäáí~íáåÖ=íÜÉ=ÇÉîÉäçéãÉåí=çÑ=ÖäçÄ~ä=çäáÖçJ
éçäáÉë= áå= íÜÉ= íÉÅÜLãÉÇá~LíÉäÉÅçã= ëÉÅíçêëK=eìÖÉI= ÖäçÄ~äI= Ñìääó=ïáêÉÇ= Åçãé~åáÉë= íÜ~í
çéÉê~íÉ= áå= �çäÇ= ÉÅçåçãóÒ= ëÉÅíçêë=éêÉÑÉê= íç= ÇÉ~ä=ïáíÜ= çíÜÉê= ÜìÖÉI= ÖäçÄ~äI= Ñìääó=ïáêÉÇ
Åçãé~åáÉëK=cçê=Éñ~ãéäÉI=íÜÉ=êÉëéçåëáÄáäáíó=Ñçê=êÉéäÉåáëÜáåÖ=íÜÉ=ëíçÅâë=çÑ=ã~åó=éêçÇJ
ìÅíë=çå= íÜÉ= ëÜÉäîÉë=çÑ= êÉí~áä= Öá~åíë=`çëíÅç= ~åÇ=t~äJj~êí= ÄÉäçåÖë= íç= ëçãÉ=çÑ= íÜÉáê
Öá~åí=ëìééäáÉêë=EÖäçÄ~ä=ã~åìÑ~ÅíìêÉêë=ëìÅÜ=~ë=háãÄÉêäóJ`ä~êâFK=`çåëí~åí=~å~äóëáë=çÑ
áåÇáîáÇì~ä= ëíçêÉëÛ= ë~äÉë= Äó= íÜÉ= ã~åìÑ~ÅíìêÉêë= ÉåëìêÉë= íÜ~í= íÜÉêÉ= áë= ~äï~óë= ÉåçìÖÜ
éêçÇìÅí=çå=íÜÉ=ëÜÉäîÉë=çÑ=íÜÉ=êÉí~áäÉêK=qÜÉ=~Çî~åí~ÖÉ=íç=`çëíÅç=~åÇ=t~äJj~êí=çÑ=íÜáë
~êê~åÖÉãÉåí=áë=ÄÉííÉê=ëìééäó=ÅÜ~áå=ã~å~ÖÉãÉåíI=äçïÉê=áåîÉåíçêáÉëI=äçïÉê=Åçëíë=~åÇ
ÜáÖÜÉê=éêçÑáí=ã~êÖáåëK

� qÉÅÜåçäçÖó=çäáÖçéçäáÉëK= få=~ÇÇáíáçå=íç= íÜÉ=~Çî~åí~ÖÉë= äáëíÉÇ=~ÄçîÉ= íÜ~í=ÜìÖÉ=Åçãé~J
åáÉë=ÉåàçóI=ïÉ=éçáåíÉÇ=çìí=áå=çìê=g~åì~êó=RI=NVVTI=êÉéçêí=�jçêÉ=dçêáää~ëIÒ=íÜ~í=ÜáÖÜJ
íÉÅÜ=Öçêáää~ë=ã~ó=~äëç=ÄÉåÉÑáí=ÑêçãW



qê~åëÑçêãÉêë===kçîÉãÄÉê=NOI=OMMM r_p=t~êÄìêÖ=ii`

OO

•  eáÖÜ= ìéJÑêçåí= ÅçëíëÔíÜÉ= Ñáêëí= Ñáêã= íç= ÇÉîÉäçé= ~= éêçÇìÅí= Ü~ë= ~= Åçëí= ~Çî~åí~ÖÉ
ÄÉÅ~ìëÉ=éêçÇìÅíáçå=Åçëíë=~êÉ= äçï= áå=Åçãé~êáëçå= íç=oCa=ÅçëíëK= EqÜÉ= Ñáêëí=Çáëâ=çÑ
táåÇçïë=íç=Öç=çìí=íÜÉ=Çççê=Åçëí=jáÅêçëçÑí=ã~åó=ãáääáçåëX=íÜÉ=ëÉÅçåÇ=~åÇ=ëìÄëÉJ
èìÉåí=Çáëâë=Åçëí=APKF=qÜÉêÉÑçêÉI=íÜÉ=Ñáêëí=íç=ã~êâÉí=ïáíÜ=~=ÖççÇ=éêçÇìÅí=áë=äáâÉäó=íç
ïáåK=_ìí=Ñáêëí=~äçåÉ=áë=åçí=ÉåçìÖÜ=íç=ÉåëìêÉ=ëìÅÅÉëëÔáí=ãìëí=~äëç=ÄÉ=~=ëìéÉêáçê=éêçÇJ
ìÅíK= cçê= Éñ~ãéäÉI= içíìë= NOP= éêÉÇ~íÉÇ= bñÅÉäK= mêçÇáÖó= ~åÇ= `çãéìëÉêîÉ= ïÉêÉ
fåíÉêåÉí=ëÉêîáÅÉ=éêçîáÇÉêë=ÄÉÑçêÉ=^ãÉêáÅ~=låäáåÉK=o~Çáç=pÜ~ÅâÛë=É~êäó=m`ë=ê~å=ìåJ
ÇÉê= ~= qopJUM= çéÉê~íáåÖ= ëóëíÉãI= ~åÇ= éêÉÇ~íÉÇ= É~êäó= �f_j= Åçãé~íáÄäÉëÒ= íÜ~í= ê~å
ìåÇÉê=jpJalpK=pç=áå=íÉÅÜåçäçÖóI=íÜÉ=ïáååáåÖ=ÅçãÄáå~íáçå=áë=Ñáêëí=~åÇ=ëìéÉêáçêK

•  kÉíïçêâ=ÉÑÑÉÅíëÔÑáêãë=íÜ~í=ëÉí=áåÇìëíêó=ëí~åÇ~êÇë=Ü~îÉ=~=ÄáÖ=~Çî~åí~ÖÉK

•  `ìëíçãÉê=ÖêççîÉJáåW=äçó~äíó=áë=ÜáÖÜ=çåÅÉ=ÅìëíçãÉêë=Ü~îÉ=áåîÉëíÉÇ=íáãÉ=~åÇ=ÉÑÑçêí
áå=äÉ~êåáåÖ=Üçï=íç=ìëÉ=~=éêçÇìÅíK

cçê=íÜÉëÉ=êÉ~ëçåëI=Åçãé~åáÉë=ëìÅÜ=~ë=jáÅêçëçÑí=~åÇ=lê~ÅäÉ=Ü~îÉ=å~íìê~ä=ãçåçéçäáÉë
Eáå=~ééäáÅ~íáçåë=ëçÑíï~êÉI=~ë=ïÉää=~ë= íÜÉ=çéÉê~íáåÖ=ëóëíÉãFÔáí= áë=ãìÅÜ=É~ëáÉê= Ñçê=ÅìëJ
íçãÉêë=íç=Çç=çåÉJëíçé=ëÜçééáåÖI=~åÇ=áí=áë=~äëç=éÉêÅÉáîÉÇ=íç=ÄÉ=ë~ÑÉêK

qÜÉëÉ= Ñ~Åíçêë= ~äëç=ïçêâ= íç= íÜÉ=ÄÉåÉÑáí= çÑ=`ÜÉÅâ=mçáåí=pçÑíï~êÉ= ~åÇ=páÉÄÉä= póëíÉãëK
`ÜÉÅâ=mçáåí=áë=íÜÉ=Öçêáää~=áå=fåíÉêåÉí=ëÉÅìêáíóK=fí=áë=íÜÉ=äÉ~ÇÉê=áå=íÜÉ=ÜáÖÜJÖêçïíÜ=ã~êJ
âÉíë=Ñçê=ÑáêÉï~ääë=~åÇ=îáêíì~ä=éêáî~íÉ=åÉíïçêâë=EsmkëFI=ïáíÜ=Ççãáå~åí=éçëáíáçåë=áå=ÄçíÜ
ã~êâÉíë=E~=ÜÉÑíó=ROB=ëÜ~êÉ=çÑ=íÜÉ=smk=ã~êâÉíFK=páÉÄÉä=áë=íÜÉ=äÉ~ÇÉê=áå=`ojI=çê=ÅìëJ
íçãÉê=êÉä~íáçåëÜáé=ã~å~ÖÉãÉåíI=ëçÑíï~êÉK=i~êÖÉ=Åçêéçê~íáçåë=~êÉ=íêóáåÖ=íç=äÉîÉê~ÖÉ=íÜÉ
î~ëí= ~ãçìåí= çÑ= áåÑçêã~íáçå= íÜÉó= Ü~îÉ= ~Äçìí= íÜÉáê= ÅìëíçãÉêë= Äó= ëí~åÇ~êÇáòáåÖ= çå= ~
`oj=éä~íÑçêãK=qÜáë=ëí~åÇ~êÇáò~íáçå=ÜÉäéë=íç=áãéêçîÉ=íÜÉ=äÉîÉä=çÑ=ëÉêîáÅÉ=éêçîáÇÉÇ=íç
ÅìëíçãÉêë= ~åÇ= ~ääçïë=ã~å~ÖÉãÉåí= íç= ÄÉííÉê= Åçåíêçä= ÅìëíçãÉê= êÉä~íáçåëÜáéëI=ã~âáåÖ
íÜÉã= Åçãé~åó= êÉä~íáçåëÜáéë= áåëíÉ~Ç= çÑ= ë~äÉëéÉêëçå= êÉä~íáçåëÜáéëK= páÉÄÉäÛë= ëçÑíï~êÉ= áë
íÜÉ=ãçëí= Ñìääó= ÑìåÅíáçå~ä=éêçÇìÅí= áå= íÜÉ=ã~êâÉí=~åÇ= áë=~= äçÖáÅ~äI=ïÉääJêÉëéÉÅíÉÇI=åçåJ
ÅçåíêçîÉêëá~ä=ÅÜçáÅÉ=Ñçê=Åçêéçê~íÉ=ã~å~ÖÉêëK=qÜ~í=áë=~=âÉó=éçáåíK=i~êÖÉI=ïÉääJÉëí~ÄäáëÜÉÇ
Ñáêãë=ëìÅÜ=~ë=`ÜÉÅâ=mçáåí=~åÇ=páÉÄÉä=Ü~îÉ=~=å~íìê~ä=~Çî~åí~ÖÉ=çîÉê=ìéëí~êíëW=å~ãÉäóI
íÜÉó=~êÉ=~=ë~ÑÉ=ÅÜçáÅÉI=~åÇ=áí=áë=ãìÅÜ=ãçêÉ=íáãÉJÉÑÑáÅáÉåí=íç=ëÉäÉÅí=~=äÉ~ÇáåÖ=Ñáêã=íÜ~å=íç
ÉñÜ~ìëíáîÉäó=êÉëÉ~êÅÜ=ëÉÅçåÇJíáÉê=éä~óÉêëK

qïç= ÜáÖÜJíÉÅÜ= Åçãé~åáÉë= ïÜçëÉ= ã~êâÉí= éçëáíáçåë= ~êÉ= ãçêÉ= ãçåçéçäáëáíáÅ= íÜ~å
çäáÖçéçäáëíáÅ= ~êÉ=`áëÅç= ~åÇ= fåíÉäK= `áëÅç= Ççãáå~íÉë= íÜÉ= ã~êâÉí= Ñçê= ÉåíÉêéêáëÉ= áåíÉêJ
åÉíïçêâáåÖ= ëçÑíï~êÉK=qÜáë= ëçÑíï~êÉ= äáåâë= íçÖÉíÜÉê= íÜÉ= i^kë= EäçÅ~ä= ~êÉ~= åÉíïçêâëF= çÑ
ÉåíÉêéêáëÉë=íç=ÅêÉ~íÉ=t^kë=EïáÇÉ=~êÉ~=åÉíïçêâëFI=íÜÉ=ãçëí=áääìëíêáçìë=t^k=ÄÉáåÖ=íÜÉ
fåíÉêåÉíK=`áëÅç=Ü~ë= ~å= Éëíáã~íÉÇ= UMB=ã~êâÉí= ëÜ~êÉ= çÑ= íÜÉ= êçìíÉêë= íÜ~í= ÅçãéêáëÉ= íÜÉ
fåíÉêåÉíI=ïáíÜ=gìåáéÉê=kÉíïçêâë=ÜçäÇáåÖ=~å=Éëíáã~íÉÇ=OMB=ëÜ~êÉK

`çåíêçääáåÖ=ãçêÉ=íÜ~å=UMB=çÑ=íÜÉ=ïçêäÇïáÇÉ=ã~êâÉí= áå=ãáÅêçéêçÅÉëëçêëI=fåíÉä= áë= íÜÉ
Öçêáää~=áå=íÜÉ=ÅÜáé=ã~êâÉíK=qÜÉ=Åçãé~åóÛë=ëíêçåÖ=oCa=ÉÑÑçêíI=ã~åìÑ~ÅíìêáåÖ=éêçïÉëë
~åÇ=Ñáå~åÅá~ä=êÉëçìêÅÉë=Ü~îÉ=ÜÉäéÉÇ=fåíÉä=Éëí~ÄäáëÜ=~åÇ=ã~áåí~áå=áíë=Ççãáå~åí=êçäÉK
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OK=fåîÉëíáåÖ=áå=qÉÅÜåçäçÖóW
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âÉíáåÖI=áí=áë=ä~ìåÅÜÉÇ=~åÇ=ã~êâÉíÉÇ=Äó=~=ÜìÖÉ=ë~äÉë=ÑçêÅÉK
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Å~êÉÉê=ëÅáÉåíáëíë= áå=~=Öá~åí= ä~Ä=éêçÄ~Ääó=ïáää=åçí=ïçêâ=~ë=Ü~êÇ=çê=~ë= Ñ~ëí= ~ë= íÜçëÉ= áå=~
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Ñáêãë=~êÉ=ÖêçïáåÖ
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~ÅèìáêáåÖ=ëã~ää

ÑáêãëI=áå=~ÇÇáíáçå=íç

ëéÉåÇáåÖ=ÜÉ~îáäó

çå=íÜÉáê=çïå=oCaK
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Chart 10: Flows into U.S. Venture Capital Funds
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Source: Venture Economics.

� fmlëK= fÑ= íÜÉó= ïáå= íÜÉ= Ä~ÅâáåÖ= çÑ= áåîÉëíçêëI= íÜÉ= ÄÉëí= ëí~êíJìéë= Öç= éìÄäáÅ= áå= áåáíá~ä
éìÄäáÅ=çÑÑÉêáåÖëK=eÉêÉI=íççI=íÜÉêÉ=Ü~ë=ÄÉÉå=~=íê~åëÑçêã~íáçåK=få=íÜÉ=NVSMëI=NVTMë=~åÇ
NVUMëI= �åÉï= áëëìÉÒ= Äççãë= íóéáÅ~ääó= ä~ëíÉÇ= äÉëë= íÜ~å= ~= óÉ~ê= ~åÇ=ïÉêÉ= ÑçääçïÉÇ= Äó= ~
éêçäçåÖÉÇ=éÉêáçÇ=ïÜÉå=íÜÉ=fml=ïáåÇçï=ï~ë=îáêíì~ääó=ëÜìíK=qçÇ~óI=íÜÉ=fml=ïáåÇçï
áë=çéÉå=ãçëí=çÑ=íÜÉ=íáãÉ=E`Ü~êí=NNFK

Chart 11: Initial Public Offerings
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� eìåÖêó=�Öçêáää~ëKÒ=tÜÉíÜÉê=íÜÉó=~êÉ=ëíáää=éêáî~íÉ=çê=~êÉ=éìÄäáÅäó=íê~ÇÉÇI=ã~åó=çÑ=íÜÉëÉ
ëã~ääI= áååçî~íáîÉ= Ñáêãë= ~êÉ= ~ÅèìáêÉÇ= Äó= ÜìåÖêó= �Öçêáää~ëKÒ= dçêáää~ë= Ü~îÉ= éäÉåíó= çÑ
Å~éáí~ä= ~åÇ= Öá~åí= ë~äÉë= ÑçêÅÉëI= ~ë= ïÉää= ~ë= íÜÉ= ~Äáäáíó= íç= çÑÑÉêë= ÅìëíçãÉêë= �çåÉJëíçé
ëÜçééáåÖÒ=Ñçê=~=Äêç~Ç=~êê~ó=çÑ=éêçÇìÅíë=íÜ~í=Ñ~ää=ìåÇÉê=íÜÉ=Öçêáää~Ûë=ÅçêÉ=ÅçãéÉíÉåÅóK

� qÜÉ=í~äÉåí=ÑäçïK=^=äáííäÉJåçíáÅÉÇ=ÄÉåÉÑáí=çÑ=íÜáë=ëóëíÉã=áë=íÜ~í=ä~êÖÉ=Åçêéçê~íáçåë=ÖÉí=~
Åçåëí~åí= áåÑäìñ= çÑ= ÉåíêÉéêÉåÉìêá~ä= í~äÉåíK= cçê= Éñ~ãéäÉI= ïÜÉå=kçêíÉä= ~ÅèìáêÉÇ= _~ó
kÉíïçêâëI=kçêíÉä=`bl=gçÜå=oçíÜ=~ÇçéíÉÇ=ã~åó=çÑ=_~óÛë=ã~å~ÖÉãÉåí=éê~ÅíáÅÉë= áå
çêÇÉê=íç=ëÜ~âÉ=ìé=kçêíÉäÛë=ê~íÜÉê=ëíçÇÖó=Åçêéçê~íÉ=ÅìäíìêÉK

qÜçìÖÜ=åçí=~=êÉéä~ÅÉãÉåí=Ñçê=íÜÉ=ÜìÖÉ=Åçêéçê~íÉ=ä~ÄI=íÜÉ=íïçJéêçåÖÉÇ=oCa=ãçÇÉä=áë
~å=áåî~äì~ÄäÉ=ÅçãéäÉãÉåí=íç=áíK=`çãé~åáÉë=íÜ~í=ÄÉåÉÑáí=Ñêçã=íÜáë=ëóëíÉã=áåÅäìÇÉW

� _áÖ=Ñáêãë=íÜ~í=~êÉ=~ÇÉéí=~í=~ÅèìáëáíáçåëI=áåÅäìÇáåÖ=`áëÅçI=`çêåáåÖI=gap=råáéÜ~ëÉ=~åÇ
kçêíÉäK=^ë=q~ÄäÉ=P= áääìëíê~íÉëI= íÜÉëÉ=Ñçìê=Åçãé~åáÉë=Ü~îÉI=çå=~îÉê~ÖÉI=ÅçãéäÉíÉÇ=~í
äÉ~ëí=çåÉ=ã~àçê=~Åèìáëáíáçå=áå=É~ÅÜ=çÑ=íÜÉ=ä~ëí=íÜêÉÉ=óÉ~êëK=qÜÉáê=ÅìäíìêÉ=~åÇ=êÉÅçêÇ=çÑ
äçåÖJíÉêã=ëìÅÅÉëë=ã~âÉ=áí=É~ëáÉê=Ñçê=íÜÉëÉ=Ñáêãë=íç=êÉí~áå=ÉãéäçóÉÉëK
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Table 3: Acquisitions by Technology Companies
Number and average value of acquisitions since 1998

Number of
deals

Average value
of deals, $m

Lucent Technologies 9 $4,294

Nortel Networks 8 3,502

Cisco Systems 7 2,253

Intel 5 1,160

JDS Uniphase 4 15,013

America Online 3 34,429

Corning 3 1,337

Source: UBS Warburg LLC.

� açãáå~åí= Ñáêãë= ïÜçëÉ= äÉ~ÇÉêëÜáé= éçëáíáçå= ÖáîÉë= íÜÉã= íÜÉ= êÉëçìêÅÉë= íç= çìíëéÉåÇ
êáî~äë= çå= áåJÜçìëÉ=oCaK=^ë= q~ÄäÉ= Q= áääìëíê~íÉëI= Ñçìê= äÉ~ÇáåÖ= íÉÅÜ= Åçãé~åáÉë= ëéÉåí
çîÉê= AP= Äáääáçå= çå= êÉëÉ~êÅÜ= áå= NVVVW= fåíÉäI= iìÅÉåíI=jáÅêçëçÑí= ~åÇ=jçíçêçä~K= ^åÇ
ïÜáäÉ=lê~ÅäÉ= �çåäóÒ=ëéÉåí=AUMM=ãáääáçå=çå=oCaI=çå=~îÉê~ÖÉ= áí= ëéÉåÇë= êçìÖÜäó= íÜÉ
ë~ãÉ=éÉêÅÉåí~ÖÉ=çÑ=êÉîÉåìÉë=çå=oCa=EVKTBF=~ë=fåíÉä=ÇçÉë=EVKUBFK=få=íÜÉ=ÜÉ~äíÜ=Å~êÉ
ëÉÅíçêI=ïÜáäÉ=íÜÉêÉ=~êÉ=íêÉãÉåÇçìë=~Çî~åÅÉë=ÄÉáåÖ=ã~ÇÉ=áå=ëÅáÉåÅÉ=~åÇ=íÉÅÜåçäçÖóI=áí
áë=çåäó= íÜçëÉ=Åçãé~åáÉë= íÜ~í= Å~å=éçìê=ÜìÖÉ=~ãçìåíë=çÑ=ãçåÉó= áåíç=oCa=íÜ~í=~êÉ
ÇÉîÉäçéáåÖ= ÄêÉ~âíÜêçìÖÜëK= q~ÄäÉ= Q= ëÜçïë= íÜ~í= ^ãÖÉåI= mÑáòÉêI= mÜ~êã~Åá~= ~åÇ
pÅÜÉêáåÖJmäçìÖÜ=~êÉ=~ãçåÖ=íÜÉ=ÄáÖÖÉëí=ëéÉåÇÉêë=çå=oCa=áå=íÜÉ=ÜÉ~äíÜ=Å~êÉ=ëÉÅíçêK

Table 4: R&D Spending by top 20 S&P 500 Firms
Sorted by R&D spending as a percent of revenue, average for last 3 years

R&D spending
in 1999, $m

As % of revenues
1996-99 average

Amgen $823 25.1%

AMD 636 21.5

Eli Lilly 1,784 17.9

Pharmacia 2,807 17.8

Microsoft 3,775 16.2

Applied Materials 682 14.7

Pfizer 4,035 14.0

Nortel 2,908 13.6

Cisco 2,704 13.4

Texas Instruments 1,254 12.7

Schering-Plough 1,191 12.6

Amer Home Prods 1,740 12.0

Agilent 997 12.0

Lucent 4,510 11.9

Sun Microsystems 1,263 10.6

Motorola 3,438 10.1

Abbott Labs 1,194 10.0

Intel 3,111 9.8

Oracle 841 9.7

Johnson & Johnson 2,600 9.6

Source: UBS Warburg LLC.
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� cáêãë=íÜ~í=ìëÉ=íÜÉ=îÉåíìêÉ=Å~éáí~ä=ãçÇÉä=íç=áãéêçîÉ=íÜÉ=éêçÇìÅíáîáíó=çÑ=oCa=Ççää~êëK

•  aÉää=sÉåíìêÉë=ï~ë=ÑçêãÉÇ=~åÇ=ÑìåÇÉÇ=íç=Éå~ÄäÉ=aÉää=íç=Ö~áå=~å=É~êäó=~ÅÅÉëë=íç=åÉï
íÉÅÜåçäçÖáÉë= íÜ~í= aÉää= ã~ó= ï~åí= íç= ÉáíÜÉê= áåÅçêéçê~íÉ= áå= áíë= éêçÇìÅí= äáåÉë= çê
~ÅèìáêÉ=çìíêáÖÜí=~åÇ=ÇÉîÉäçé=áåíÉêå~ääóK

•  hi^JqÉåÅçêI= íÜÉ= ëÉãáÅçåÇìÅíçê= Å~éáí~ä= ÉèìáéãÉåí= ã~åìÑ~ÅíìêÉêI= êÉÅÉåíäó
~ååçìåÅÉÇ= íÜÉ= Ñçêã~íáçå= çÑ= hq= sÉåíìêÉ= dêçìéK= qÜáë= îÉåíìêÉ= Å~éáí~ä= ÑìåÇ= áë
ÅÜ~êíÉêÉÇ=ïáíÜ=áåîÉëíáåÖ=áå=É~êäóJëí~ÖÉ=ëí~êíJìé=Åçãé~åáÉë=áå=áåÇìëíêáÉë=íÜ~í=ÅçãJ
éäÉãÉåí=hi^`Ûë=éêçÇìÅí=äáåÉëK

•  táääá~ãë=`çããìåáÅ~íáçåë=éêç~ÅíáîÉäó=ã~âÉë=ëáÖåáÑáÅ~åí= áåîÉëíãÉåíë= áå= ëí~êíJìé
íÉÅÜåçäçÖó=Åçãé~åáÉë=áå=çêÇÉê=íç=ëí~ó=áå=íçìÅÜ=ïáíÜ=E~åÇ=áåÑäìÉåÅÉF=íÜÉ=ÇÉîÉäçéJ
ãÉåí=çÑ= áåëìêÖÉåí=íÉÅÜåçäçÖáÉë= íÜ~í=ÅçìäÇ=ìäíáã~íÉäó= áãéêçîÉ= íÜÉ=éêçÇìÅíáîáíó=çÑ
áíë=ÑáÄÉêJÄ~ëÉÇ=åÉíïçêâK

� cáå~åÅá~ä= áåíÉêãÉÇá~êáÉëI= ëìÅÜ=~ë=`Ü~ëÉ=j~åÜ~íí~åI=`áíáÖêçìéI=jÉêêáää= ióåÅÜ=~åÇ
jçêÖ~å=pí~åäÉó=aÉ~å=táííÉêI=é~êíáÅáé~íÉ=áå=ã~åó=ëí~ÖÉë=çÑ=íÜÉ=oCa=Ñáå~åÅáåÖ=éêçJ
ÅÉëëI=áåÅäìÇáåÖ=îÉåíìêÉ=Å~éáí~ä= áåîÉëíãÉåíI=fmlëI=ÜáÖÜJóáÉäÇ=ÄçåÇëI=jC^I=~åÇ=íêìëí
ëÉêîáÅÉë=Ñçê=ïÉ~äíÜó=ÉåíêÉéêÉåÉìêëK
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PK=`çåíáåìçìë=fåîÉëíãÉåí=áå=^ÇîÉêíáëáåÖ

låÉ=ï~ó=Ñçê=Åçãé~åáÉë=íç=~îçáÇ=ÅçããçÇáíáò~íáçå=áë=íç=áåîÉëí=Åçåíáåìçìëäó= áå=~ÇîÉêJ
íáëáåÖ=áå=çêÇÉê=íç=ÇáÑÑÉêÉåíá~íÉ=íÜÉáê=éêçÇìÅíë=Ñêçã=çíÜÉê=Éëí~ÄäáëÜÉÇ=Äê~åÇë=ïÜáäÉ=ÇÉJ
ÑÉåÇáåÖ= íÜÉáê= Ñê~åÅÜáëÉë= Ñêçã= åÉï= Éåíê~åíëK= qïç= Ñ~Åíçêë= ~êÉ= äÉ~ÇáåÖ= íç= ÜÉáÖÜíÉåÉÇ
ÅçãéÉíáíáçå=áå=ã~åó=ëÉÅíçêëW

� aÉêÉÖìä~íáçå= áå= ëìÅÜ= ~êÉ~ë= ~ë= ÜÉ~äíÜ= Å~êÉI= Ñáå~åÅÉI= ÉåÉêÖó= ~åÇ= íÉäÉÅçã= Ü~ë= ÖáîÉå
ÅçåëìãÉêë=ãìÅÜ=ãçêÉ=ÅÜçáÅÉI=ïÜáäÉ= ÑçêÅáåÖ= ëÉêîáÅÉ=éêçîáÇÉêë= íç=Ä~ííäÉ= Ñçê=ã~êâÉí
ëÜ~êÉK=båíáêÉ=áåÇìëíêáÉë=íÜ~í=Ü~Ç=äáííäÉ=íç=Çç=ïáíÜ=j~Çáëçå=^îÉåìÉ=íÉå=óÉ~êë=~ÖçI=áåJ
ÅäìÇáåÖ=éÜ~êã~ÅÉìíáÅ~äëI=ïáêÉäÉëë=íÉäÉéÜçåÉI=fåíÉêåÉí=ëÉêîáÅÉ=éêçîáÇÉêë=~åÇ=EçîÉê=íÜÉ
åÉñí=ÅçìéäÉ=çÑ=óÉ~êëF=ÉåÉêÖó=éêçîáÇÉêëI=~êÉ=ã~àçê=~ÇîÉêíáëÉêëK
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Chart 12: Advertising Spending as a Percentage of GDP
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Chart 13: Outsourcing of Electronic Manufacturing
Total electronic manufacturing services industry revenues, $ billions
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få=íÜÉ=çáä=ëÉêîáÅÉ=ëÉÅíçêI=Åçãé~åáÉë=ëìÅÜ=~ë=_~âÉê=eìÖÜÉë=~åÇ=pÅÜäìãÄÉêÖÉê=~êÉ=ÉñJ
ÅÉääÉåí=çìíëçìêÅáåÖ=éä~óë=çå=ÜáÖÜ=ÉåÉêÖó=éêáÅÉëK=tÜÉå=çáä=éêáÅÉë=Åçää~éëÉÇ=áå=NVUSI=çáä
Åçãé~åáÉë=ëä~ëÜÉÇ=ÉñéÉåëÉë=~åÇ=çìíëçìêÅÉÇ=ãçêÉ=~åÇ=ãçêÉ=çÑ=íÜÉáê=Éñéäçê~íáçå=~ÅíáîJ
áíó= íç= ëÉêîáÅÉ= Åçãé~åáÉëK= räíáã~íÉäóI= ÜçïÉîÉêI= íÜÉ= éÉåÇìäìã= ëïìåÖ= íçç= Ñ~ê= ~åÇ= çáä
Åçãé~åáÉë=ÑÉäí=íÜ~í=áÑ=íÜÉó=çìíëçìêÅÉÇ=íçç=ãìÅÜ=íÜÉó=ïçìäÇ=åçí=ÖÉí=íÜÉ=ÄÉëí=éêáÅÉLî~äìÉ
éêçéçëáíáçå=~åÇI=ÉîÉå=ãçêÉ= ëÉêáçìëI=ïçìäÇ= äçëÉ= íÜÉáê= ÅçêÉ= ÅçãéÉíÉåÅó=çÑ= ÑáåÇáåÖ=çáä
~åÇ=Ö~ëI=ÄÉÅçãáåÖ=äáííäÉ=ãçêÉ=íÜ~å=~=Ä~åâK=_ìí=~äíÜçìÖÜ=íÜÉ=ÇÉÖêÉÉ=çÑ=çìíëçìêÅáåÖ=ã~ó
åçí=áåÅêÉ~ëÉ=ÑìêíÜÉê=áå=íÜÉ=ÉåÉêÖó=ëÉÅíçêI=ÅìêêÉåí=áåÇìëíêó=ÉÅçåçãáÅë=~êÉ=îÉêó=Ñ~îçê~ÄäÉ
Ñçê=ëÉêîáÅÉ=ÑáêãëK=qÜÉ=ÉñÅÉëë=Å~é~Åáíó=áå=íÜÉ=áåÇìëíêó=Ü~ë=ÄÉÉå=ïçêâÉÇ=çÑÑ=çîÉê=íÜÉ=é~ëí
NR=óÉ~êë=çÑ=êÉíêÉåÅÜãÉåí=~åÇ=ÅçåëçäáÇ~íáçåI=ÖáîáåÖ=íÜÉ=ëìêîáîáåÖ=Åçãé~åáÉë=éäÉåíó=çÑ
éêáÅáåÖ= éçïÉêK= jçêÉçîÉêI= íÜÉ= ëìééäóLÇÉã~åÇ= Ä~ä~åÅÉ= áå= íÜÉ= áåÇìëíêó= ëÜçìäÇ= ÄÉ
Ñ~îçê~ÄäÉ=ëç=äçåÖ=~ë=ÅêìÇÉ=çáä=áë=~ÄçîÉ=AOM=éÉê=Ä~êêÉäK

lìíëçìêÅáåÖ=cáå~åÅá~ä=_~Åâ=lÑÑáÅÉë

få= íÜÉ= ~ëëÉí=ã~å~ÖÉãÉåí= áåÇìëíêóI= íÜÉ= ëéÉÉÇ=çÑ= íÉÅÜåçäçÖáÅ~ä= ÅÜ~åÖÉ= áë= ÉåÅçìê~ÖáåÖ
ÉñÉÅìíáîÉë=íç=êÉíÜáåâ=íÜÉáê=Ä~Åâ=çÑÑáÅÉ=åÉÉÇëK=hÉÉéáåÖ=íÜÉã=ÉèìáééÉÇ=ïáíÜ=ëí~íÉJçÑJíÜÉJ
~êí=íÉÅÜåçäçÖáÉë=~åÇ=ìéJíçJÇ~íÉ=éêçÅÉëëÉë=áë=ÄÉÅçãáåÖ=áåÅêÉ~ëáåÖäó=ÅçãéäÉñ=~åÇ=ÅçëíäóK
^ÑíÉê=ëéÉåÇáåÖ=ãáääáçåë=çÑ=Ççää~êë=çå=vOh=~åÇ=íÜÉ=~ÇîÉåí=çÑ=íÜÉ=ÉìêçI=ã~åó=Åçãé~åáÉë
Çç=åçí=Ü~îÉ=íÜÉ=~ééÉíáíÉ=Ñçê=~ÇÇáíáçå~ä=ä~êÖÉ=áåîÉëíãÉåíë=íç=âÉÉé=ìé=ïáíÜ=åÉï=íÉÅÜåçJ
éêçÄäÉãëK=qÜÉ=ÜÉ~Ç~ÅÜÉë=çå=íÜÉ=Üçêáòçå=~êÉW

� qHNK=pÉííäÉãÉåí=çå=íÜÉ=Ç~ó=~ÑíÉê=íê~ÇÉ=Ç~íÉ=E�qHNÒF=áë=ÉñéÉÅíÉÇ=Äó=gìåÉ=OMMOK=qHN
ÅÜ~ääÉåÖÉë=íÉÅÜåçäçÖáÅ~ä=Å~é~ÄáäáíáÉë=ÄÉÅ~ìëÉ=ãçëí=çÑ=íÜÉ=íáãÉ=áí=í~âÉë=íç=ëÉííäÉ=íê~ÇÉë
åçï=EqHPF=áë=ìëÉÇ=íç=ÅçããìåáÅ~íÉ=ÄÉíïÉÉå=î~êáçìë=é~êíáÅáé~åíë=áå=íÜÉ=íê~ÇÉ=ëÉííäÉJ
ãÉåí=éêçÅÉëëI=~ë=ïÉää=~ë=íç=Ñáñ=ÉêêçêëK

� aÉÅáã~äáò~íáçåI=ïÜáÅÜI=~äçåÖ=ïáíÜ=äçåÖÉê=íê~ÇáåÖ=ÜçìêëI=ëÜçìäÇ=êÉëìäí=áå=ÜáÖÜÉê=îçäJ
ìãÉëI=ÑìêíÜÉê=éêÉëëìêáåÖ=Ä~Åâ=çÑÑáÅÉëK

dáîÉå= íÜÉëÉ= íêÉåÇëI= ~ëëÉí=ã~å~ÖÉêë= ~êÉ= áåÅêÉ~ëáåÖäó= äççâáåÖ= íç= çìíëçìêÅÉ= íÜÉáê= Ä~ÅâJ
çÑÑáÅÉ=ÑìåÅíáçåëI=ÉëéÉÅá~ääó=ëáåÅÉ=ã~å~ÖáåÖ=ãçåÉóÔ~åÇ=åçí=íê~ÇÉ=éêçÅÉëëáåÖÔáë=íÜÉáê
ÅçêÉ=ÅçãéÉíÉåÅóK

qïç=ÄÉåÉÑáÅá~êáÉë=çÑ=íÜÉëÉ=íêÉåÇë=~êÉ=_~åâ=çÑ=kÉï=vçêâ=~åÇ=pí~íÉ=píêÉÉíK=_çíÜ=Åçãé~J
åáÉë=Ü~îÉ=~=äÉ~ÇáåÖJÉÇÖÉ=íÉÅÜåçäçÖáÅ~ä=áåÑê~ëíêìÅíìêÉI=ïÜáÅÜ=ÖáîÉë=íÜÉã=~=ÅäÉ~ê=~Çî~åJ
í~ÖÉ= çîÉê= íÜÉáê= êáî~äë= ~ãáÇëí= íÜÉ= áåÅêÉ~ëÉÇ= íêÉåÇ= íçï~êÇ= çìíëçìêÅáåÖ= áå= íÜÉ= Ñáå~åÅá~ä
ëÉêîáÅÉë=áåÇìëíêóK=^åÇ=ÄçíÜ=Åçãé~åáÉë=~äëç=Ü~îÉ=Éåçêãçìë=ÉÅçåçãáÉë=çÑ=ëÅ~äÉI=ïÜáÅÜ
ÖáîÉë=íÜÉã=äçï=ìåáí=ÅçëíëK

lìíëçìêÅáåÖ=eÉ~äíÜ=`~êÉ=fåÑçêã~íáçå=j~å~ÖÉãÉåí

^ë=íÜÉ=ÜÉ~äíÜ=Å~êÉ=ëÉÅíçêÔïÜáÅÜ=ÅçåëíáíìíÉë=NQB=çÑ=íÜÉ=rKpK=ÉÅçåçãóÔáë=ëìÅÅÉëëÑìääó
ÄêçìÖÜí=çåäáåÉI= áí=ïáää= ÇÉäáîÉê= Éåçêãçìë= ÄÉåÉÑáíë= íç= íÜÉ= çîÉê~ää= ÉÅçåçãóK=lÑ= ÅçìêëÉI
Üçëéáí~äë= ~äêÉ~Çó= Ü~îÉ= éäÉåíó= çÑ= ÅçãéìíÉêëI= Äìí= íÜáë= áë= ~å= ÉñÅÉääÉåí= Éñ~ãéäÉ= çÑ= íÜÉ
äáãáí~íáçåë=çÑ= ~ìíçã~íáçåÔÅçãéìíÉêë=Ü~îÉ=ãÉêÉäó= ëéÉÇ=ìé= íÜÉ=éÉêÑçêã~åÅÉ=çÑ= ÇáëJ
ÅêÉíÉ=í~ëâë=ïáíÜçìí=ëáãéäáÑóáåÖ=~åÇ=ëíêÉ~ãäáåáåÖ=íÜÉ=áåíÉê~Åíáçå=çÑ=î~êáçìë=é~êíë=çÑ=íÜÉ
ëóëíÉãK=qÜáë= áë= ~=ÜìÖÉ=éêçÄäÉã=ÄÉÅ~ìëÉ= íÜÉ=ÜÉ~äíÜ= Å~êÉ= ëóëíÉã= áë= Ñê~ÖãÉåíÉÇ= ~ãçåÖ
íÜÉW=é~íáÉåíI=ÇçÅíçêI=ëéÉÅá~äáëíI=Üçëéáí~äI=ä~ÄI=jÉÇáÅ~êÉI=éêáã~êó=áåëìêÉê=~åÇ=éÜ~êã~ÅóK
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råíçäÇ=ãáääáçåë= çÑ= Ñêìëíê~íáåÖ= Üçìêë= ~êÉ= ëéÉåí= ëÜìÑÑäáåÖ= é~éÉêÔãÉÇáÅ~ä= ÅÜ~êíëI= íÉëí
êÉëìäíëI=éêÉëÅêáéíáçåëI=ÄáääëI=ÅÜÉÅâëÔ~ãçåÖ=íÜÉëÉ=î~êáçìë=é~êíáÉëK=tÜ~í=áë=åÉÉÇÉÇ=áë=Ñçê
~ää=é~êíáÉë=íç=ëÉííäÉ=çå=çåÉ=ëí~åÇ~êÇÔíÜÉ=fåíÉêåÉíÔ~åÇ=ÑìåÇ~ãÉåí~ääó=ÅÜ~åÖÉ=íÜÉ=ï~ó
ÜÉ~äíÜ=Å~êÉ= áåÑçêã~íáçå= áë=Ü~åÇäÉÇK=kç=çåÉ= áë=ÄÉííÉê=éçëáíáçåÉÇ= íç= äÉ~Ç= íÜáë= íê~åëÑçêJ
ã~íáçåI=~åÇ=íç=ÄÉåÉÑáí=Ñêçã=áíI=íÜ~å=e`^ÔqÜÉ=eÉ~äíÜÅ~êÉ=`çK

qÜáë= Öá~åí= Üçëéáí~ä= ÅÜ~áå= Ü~ë= ÄçíÜ= íÜÉ= êÉëçìêÅÉë= ~åÇ= íÜÉ= ã~êâÉí= Åäçìí= íç= äÉ~Ç= íÜÉ
íê~åëÑçêã~íáçå=Ñêçã=~=ÜÉ~äíÜ=Å~êÉ=ëóëíÉã=ÅÜçâáåÖ=çå=é~éÉê=íç=çåÉ=ïÜÉêÉ=~ää=éÉêíáåÉåí
áåÑçêã~íáçå= áë= çåäáåÉK= oÉÅÉåíäóI= e`^= ~ï~êÇÉÇ= ~=ã~àçê= fq= Åçåíê~ÅíX= íÜÉ= ÅçåíÉëí~åíë
ïÉêÉ=åçí=å~êêçïäó=ÑçÅìëÉÇ=ÜÉ~äíÜ=Å~êÉ=íÉÅÜåçäçÖó=Åçãé~åáÉëI=Äìí=ÜìÖÉ=ëçÑíï~êÉ=Ñáêãë
áåÅäìÇáåÖ=f_jI=lê~ÅäÉI=mÉçéäÉëçÑí=~åÇ=p^mK

lìíëçìêÅáåÖ=j~åìÑ~ÅíìêáåÖ

fåÑçêã~íáçå=^ÖÉ= íÉÅÜåçäçÖó= Åçãé~åáÉë= ëìÅÜ= ~ë=`áëÅçI= iìÅÉåí= ~åÇ=jçíçêçä~= ~êÉ= áåJ
ÅêÉ~ëáåÖäó= çìíëçìêÅáåÖ= íÜÉ=ã~åìÑ~ÅíìêÉ= çÑ= ÇÉîáÅÉë= íç= Åçåíê~Åí= ã~åìÑ~ÅíìêáåÖ= ÑáêãëI
ïÜáÅÜ= çïå= åìãÉêçìë= ÇÉëáÖå= ÅÉåíÉêë= ~åÇ= ~ëëÉãÄäó= éä~åíë= áå= äçïJä~ÄçêJÅçëí= ~êÉ~ë
~êçìåÇ=íÜÉ=ÖäçÄÉI= Ñêçã=mçä~åÇ= íç=`Üáå~= íç=jÉñáÅçK=cçê=Éñ~ãéäÉI=jçíçêçä~= êÉÅÉåíäó
ÉåíÉêÉÇ= áåíç= ~= APM= Äáääáçå= ÇÉ~ä= íç= çìíëçìêÅÉ= NRB= çÑ= áíë= ÅçããìåáÅ~íáçåë= çéÉê~íáçåë
EáKÉKI=ÅÉääìä~ê=éÜçåÉI=é~ÖÉê=~åÇ= ëïáíÅÜ=éêçÇìÅíáçåF= íç=cäÉñíêçåáÅëI=ïÜáÅÜ= E~äçåÖ=ïáíÜ
`ÉäÉëíáÅ~I= g~Äáä=`áêÅìáí= ~åÇ=p~åãáå~F= áë= ~= äÉ~ÇáåÖ= ÄÉåÉÑáÅá~êó= çÑ= çìíëçìêÅáåÖK= qÜÉëÉ
ÖäçÄ~ä=çìíëçìêÅáåÖ=Åçãé~åáÉë=Ü~îÉ=ÄÉÉå=ÖêçïáåÖ=ê~éáÇäó=Äó=~ÅèìáêáåÖ=éä~åíë=Ñêçã=ÄáÖ
íÉÅÜåçäçÖó=Åçãé~åáÉëI=ïÜáÅÜ=íÜÉå=ÄÉÅçãÉ=íÜÉáê=ÅìëíçãÉêëK

`çåíê~Åí=ã~åìÑ~ÅíìêÉêë=çÑÑÉê=ëÉîÉê~ä=ÄÉåÉÑáíë=íç=íÜÉáê=Åçêéçê~íÉ=ÅìëíçãÉêëW

� içïÉê= êáëâ= ÄÉÅ~ìëÉ= íÜÉ= Åçåíê~Åí= ã~åìÑ~ÅíìêÉê= çïåë= íÜÉ= éä~åíK= fÑ= jlq= ÇÉëáÖåë= ~
éÜçåÉ= ~åÇ= ÄìáäÇë= ~å= ~ëëÉãÄäó= éä~åíI= Äìí= çêÇÉêë= ~êÉ= éççêI= áí= ïáää= í~âÉ= ~= ÄáÖ= Üáí= íç
É~êåáåÖëK= _ó= Åçåíê~ëíI= áÑ= cäÉñíêçåáÅë=ã~âÉë= áí= ~åÇ= çêÇÉêë= ~êÉ= éççêI= ~åçíÜÉê= çåÉ= çÑ
cibuÛë=ÅäáÉåíë=Å~å=í~âÉ=ìé=íÜÉ=ëä~ÅâK=gìëí=~ë=~=éçêíÑçäáç=áë=äÉëë=êáëâó=áÑ=áí=áë=ÇáîÉêëáÑáÉÇI
ëç= áë= áí= äÉëë=êáëâó= Ñçê=cibu=íç=ÄìáäÇ=~=éä~åí= íÜ~í=~ëëÉãÄäÉë=ã~åó=ÇáÑÑÉêÉåí=éêçÇìÅíë
Ñêçã=ÇáîÉêëÉ=Åçãé~åáÉëK

� ̀ çåíê~Åí=ã~åìÑ~ÅíìêÉêë=Ü~îÉ= Éåçêãçìë= ÉÅçåçãáÉë=çÑ= ëÅ~äÉ= ~åÇ= ~äëç= ÉÅçåçãáÉë=çÑ
ëâáääÔíÜÉó=~êÉ=~ÄäÉ=íç=~ííê~Åí=íÜÉ=ÄÉëí=~åÇ=íÜÉ=ÄêáÖÜíÉëí=áå=íÜÉáê=äáåÉ=çÑ=ïçêâK

� jáåáãáòáåÖ= íáãÉ= íç=ã~êâÉí= áë= ÅêáíáÅ~ä= Ñçê= ÜáÖÜJíÉÅÜ= ÑáêãëK=`çåíê~Åí=ã~åìÑ~ÅíìêÉêë
Å~å=ÜÉäé=ÄÉÅ~ìëÉ=íÜÉó=Ü~îÉ=ëéÉÅá~äáòÉÇ=Ñ~ÅáäáíáÉë=Ñçê=ÇÉëáÖåáåÖ=~åÇ=íÉëíáåÖ=ÇÉîáÅÉëI=~åÇ
íÜÉó=Ü~îÉ=íÜÉ=Å~é~Åáíó=íç=ÖÉí=íÜÉã=áåíç=ÖäçÄ~ä=ÇáëíêáÄìíáçå=èìáÅâäóK

iÉ~ÇáåÖ=~ìíç=é~êíë=Åçãé~åáÉë=~êÉ=~äëç=ÄÉåÉÑáíáåÖ=Ñêçã=çìíëçìêÅáåÖK=qÜáë=áåÇìëíêó=Ü~ë
ÄÉÉå=ÅçåëçäáÇ~íáåÖ=Ñçê=ãçêÉ=íÜ~å=~=ÇÉÅ~ÇÉX=íÜÉ=êÉã~áåáåÖ=éä~óÉêë=ã~åìÑ~ÅíìêÉ=åçí=àìëí
�é~êíëÒ=Äìí=ÉåíáêÉ=ãçÇìäÉë=çÑ=íÜÉ=îÉÜáÅäÉI=ëìÅÜ=~ë=íÜÉ=áåíÉêáçê=çê=íÜÉ=Ñê~ãÉK=pìééäáÉêë
~êÉ=ÇÉäáîÉêáåÖI=çå=~=ÖäçÄ~ä=Ä~ëáëI=ãçêÉ=íÉÅÜåçäçÖáÅ~ääó=ëçéÜáëíáÅ~íÉÇ=éêçÇìÅíë=íÜ~å=ÉîÉê
ÄÉÑçêÉK=qÜÉó=~êÉ=íêìäó=ëíê~íÉÖáÅ=é~êíåÉêë=çÑ=íÜÉ=~ìíçã~âÉêëI=~åÇ=íÜÉáê=Ñáå~åÅá~ä=ëíêÉåÖíÜ
áë= áãéêçîáåÖ= åçï= íÜ~í= ~Åèìáëáíáçåë= ~êÉ= ëäçïáåÖ= Ççïå= ~åÇ= ÑêÉÉ= Å~ëÜ= Å~å= ÄÉ= ìëÉÇ= íç
ëíêÉåÖíÜÉå=Ä~ä~åÅÉ=ëÜÉÉíë=çê=êÉéìêÅÜ~ëÉ=ëÜ~êÉëK=_çêÖt~êåÉêI=iÉ~ê=~åÇ=pìéÉêáçê=ëÉÉã
íç=ÄÉ=é~êíáÅìä~êäó=ïÉää=éçëáíáçåÉÇK
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lìíëçìêÅáåÖ=qÉÅÜåçäçÖó=j~å~ÖÉãÉåí

få=çìê=cÉÄêì~êó=NPI=OMMM=êÉéçêíI=�_ìáäÇáåÖ=íÜÉ=ÚfåÑç=ríáäáíóÛ=fåÇìëíêóIÒ=ïÉ=~êÖìÉÇ=íÜ~í
�àìëí=~ëI=áå=íÜÉ=É~êäó=OMíÜ=ÅÉåíìêóI=ÉäÉÅíêáÅ=ìíáäáíáÉë=éÉêãáííÉÇ=Ñáêãë=~åÇ=ÜçìëÉÜçäÇë=íç
ÚçìíëçìêÅÉÛ= íÜÉ= ~ÖÉJçäÇ= ÑìåÅíáçå= çÑ= éçïÉê= ÖÉåÉê~íáçåI= ëç= áë= íÜÉ= fåíÉêåÉí= ã~âáåÖ= áí
éçëëáÄäÉ= íç= çìíëçìêÅÉ= ~åçíÜÉê= ~ÖÉJçäÇ= ÑìåÅíáçåW= áåÑçêã~íáçå= ã~å~ÖÉãÉåíKÒ= péÉÅáÑáJ
Å~ääóI= áåÑçêã~íáçå= ã~å~ÖÉãÉåí= áë= ÄÉáåÖ= çìíëçìêÅÉÇ= íç= �ëÉêîÉê= Ñ~êãëÒÔÖá~åí= ï~êÉJ
ÜçìëÉë=ïÜÉêÉ= ÜìåÇêÉÇë= çÑ= ÅçãéìíÉêë= çéÉê~íÉ=tÉÄ= ëáíÉë= ~åÇ= êìå= çíÜÉê= ~ééäáÅ~íáçåëI
ëìÅÜ=~ë=ÉJã~áä=çê=é~óêçääI=Ñçê=ÅìëíçãÉêëK=^äíÜçìÖÜ=åçï=ìëÉÇ=éêáã~êáäó=Ñçê=tÉÄ=ÜçëíáåÖ
~åÇ= ÉJÅçããÉêÅÉI= íÜÉ= êçäÉ= çÑ= ëÉêîÉê= Ñ~êãë= ëÜçìäÇ= Éñé~åÇ= ê~éáÇäó= çîÉê= íÜÉ= åÉñí= ÑÉï
óÉ~êë=íç=áåÅäìÇÉ=ëíçêáåÖ=ÉäÉÅíêçåáÅ=Ç~í~=~åÇ=ÜçëíáåÖ=�~ééäáÅ~íáçå=ëÉêîáÅÉ=éêçîáÇÉêëÒÔ
Ñáêãë=íÜ~í=êÉåí=ëçÑíï~êÉ=íç=ÅìëíçãÉêëK

^ãçåÖ=íÜÉ=ÄÉåÉÑáÅá~êáÉë=çÑ=íÜÉ=çìíëçìêÅáåÖ=çÑ=áåÑçêã~íáçå=ã~å~ÖÉãÉåí=~êÉW

� ̂ Çîáëçêë=EbäÉÅíêçåáÅ=a~í~=póëíÉãëI=pÅáÉåíFK=^ë=áí=ÄÉÅçãÉë=áåÅêÉ~ëáåÖäó=ÇáÑÑáÅìäí= Ñçê
Åçêéçê~íáçåë= íç= ÜáêÉ= ÜáÖÜJíÉÅÜ= í~äÉåíI= íÜÉó= ~êÉ= ÄÉáåÖ= éìëÜÉÇ= íçï~êÇ= ìëáåÖ= çìíëáÇÉ
~ÇîáëçêëK

� léÉê~íçêë=çÑ=ëÉêîÉê=Ñ~êãë=ëìÅÜ=~ë=bñçÇìëI=íÜÉ=äÉ~ÇÉê=áå=íÜÉ=ëé~ÅÉK

� _~åÇïáÇíÜ=éêçîáÇÉêë=EnïÉëí=`çããìåáÅ~íáçåëI=tçêäÇ`çãFK

� pçÑíï~êÉ=EjáÅêçëçÑíI=lê~ÅäÉI=páÉÄÉä=póëíÉãëFK
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Chart 15: Revenue Growth of IBM Business Lines
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Chart 16: Gateway “Beyond the Box” Profits
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