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Abstract

This paper offers an overview of the main interactions between corporate
financing decisions and product market competition. Financial policy may
affect the market game in several ways. It can make a firm more or less
vulnerable to predation, commit the firm to a particular market strategy, or
convey signals to the firm's competitors. Financial policy matters also in that
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competing firms. Finally, an appropriate design of financial claims can
commit the lender not to provide potential entrants with funding or expertise.

Keywords: Capital Structure, Product Markets

JEL classification: G30, L13

* This work has greatly benefitted from the comments and suggestions of Giovanni
Cespa, Tullio Jappelli, Marco Pagano, Michele Polo and Lucy White.

**  GREMAQ, Université  de Toulouse and Università Cattolica di Milano.

Address for correspondence: Giacinta Cestone, GREMAQ, Université de
Toulouse, Manufacture des Tabacs, 21 allée de Brienne, 31000 Toulouse, France.
Tel.: +33-5-61128565. E-mail: cestone@gremaq.univ-tlse1



2

Table of contents

1. Introduction

2. The basic model

3. The long purse story

4. Strategic security design

4.1.  The optimal financial response to predation

4.2.  Financial contracts as strategic commitments

4.3.  Capital structure and tacit collusion

5. Finance and the nature of competition

6.  Simultaneous signalling to capital and product market

7. The role of the lender in the product market

7.1  Common lender as a coordination device

7.2  Anti-competitive financial contracts

8. Conclusion

References



� W?|hL_�U|�L?

A��t T@Tih hi��i�t |�i *�|ih@|�hi L? ULhTLh@|i �?@?U�?} @?_ ThL_�U| 4@h!i| UL4�
Ti|�|�L?c t|�_)�?} �L� �h4t< �?@?U�@* TL*�U) @giU|t |�i 4@h!i| }@4i� 5�?Ui O@hh�t�
+@���<t E�bb�� t�h�i)c ���U� hi��i�i_ |�i i@h*) �Lh! L? |�i t�M�iU|c 4@?) iUL?L4�t|t
�@�i @TThL@U�i_ |�i @ML�i ^�it|�L?� Oihi �i ��** |h) |L @ttitt �L� |�i *�|ih@|�hi
�@t i�L*�i_ @?_ ��@| @hi |�i 4@�? �_i@t U�hhi?|*) ThLTLti_�

W? Lh_ih |L @ttitt |�i hi@* igiU|t Lu �?@?U�@* _iU�t�L?tc iUL?L4�t|t �@�i t|�_�
�i_ |�i �?|ihhi*@|�L?t Mi|�ii? |�i Uhi_�| 4@h!i| @?_ L|�ih 4@h!i|t �? ���U� �h4t
LTih@|i� �L_i*t Lu ULhTLh@|i �?@?U�?} @?_ ThL_�U| 4@h!i|t @hi T@h| Lu |��t ��_i
hiti@hU� ThL�iU|� A�iti 4L_i*t _iT@h| uhL4 |�i �L_�}*�@?����**ih E�bDH� |�iLhi4
@*L?} |�L _�4i?t�L?t� 6�ht|c @t �| �t t|@?_@h_ �? 4L_ih? ULhTLh@|i �?@?Uic @t)4�
4i|h�U �?uLh4@|�L? Mi|�ii? �h4t @?_ �?�it|Lht �t @tt�4i_c tL |�@| �?@?U�@* TL*�U)
@giU|t �?@?U�?} ULt|t� 5iUL?_c �?@?U�@* TL*�U)c M) 4L_�u)�?} |�i ThL_�U| 4@h!i|
}@4ic @*tL @giU|t �h4t< ThL�|t E}hLtt Lu �?@?U�?} ULt|t��� A�ihiuLhic �h4t< �?@?U�@*
_iU�t�L?t 4�t| |@!i �?|L @UUL�?| ThL_�U| 4@h!i| UL?t�_ih@|�L?t�

� 4@�? |�i4i �? |��t �Lh! �t |�@| 4@h!i| �4TihuiU|�L?t hi�?uLhUi L?i @?L|�ih�
6Lh �?t|@?Uic Uhi_�| 4@h!i| �4TihuiU|�L?t 4@) u@�L�h i �| Lh Uhi@|i �?@?U�@* M@hh�iht
|L i?|h) tL @t |L 4@!i L*�}LTL*�t|�U �?_�t|h�it i�i? 4Lhi UL?Ui?|h@|i_� A�i @TTi@*
Lu |�iti 4L_i*tc |�i?c �t |�@| |�i) _i*�?i@|i |�i U�@??i*t |�hL�}� ���U� �h4t<
�?@?U�@* t|h�U|�hi @?_ �?_�t|h) t|h�U|�hi @hi *�?!i_� �t �i ��** tii *@|ihc |��t *�?!@}i
�4T*�it |�@| |�i _i}hii Lu UL4Ti|�|�L? �? |�i Uhi_�| 4@h!i| @giU|t UL4Ti|�|�L? �?
|�i ThL_�U| 4@h!i|� 5L4i 4L_i*t @*tL �@�i �4TLh|@?| TL*�U) �4T*�U@|�L?t hi*@|i_ |L
|�i _iM@|i L? �?��iht@* M@?!�?}� W| �@t Mii? @h}�i_ |�@|c |�hL�}� @? @TThLTh�@|i
_it�}? Lu �?@?U�@* U*@�4tc �h4t U@? 4L_�u) |�i UL4Ti|�|��i i?��hL?4i?|( M@?!t<
i^��|) �L*_�?}tc uLh �?t|@?Uic U@? u@�Lh UL**�t�L? Lh UL?Ui?|h@|�L? �? |�i �?_�t|h)�
A��t �L�*_ t�}}it| |�@| M@?!t t�L�*_ ?L| Mi @**L�i_ |L �L*_ i^��|) t|@!it �? |�i
�h4t |�i) u�?_�

A�i �_i@ |�@| �?@?U�@* _iU�t�L?t �@�i hi@* ThL_�U| 4@h!i| igiU|t �t *@h}i*) t�T�
TLh|i_ M) |�i i �t|�?} i4T�h�U@* i��_i?Ui� ��i�@*�ih E�bbD� �?_t |�@| @ �h4<t t|LU!
4@h!i| �@*�i TLt�|��i*) hitTL?_t |L |�i @??L�?Ui4i?| |�@| @ h��@* �t }L�?} |L �t�
t�i _iM|c t�}}it|�?} |�@| *i�ih@}i tLu|i?t ThL_�U| 4@h!i| UL4Ti|�|�L?� W? @ hiUi?|
T@Tihc ~�?}@*it E�bbH� t|�_�it |�i t�h���@* Lu |h�U!�?} UL4T@?�it @u|ih |�i _ihi}��
*@|�L? Lu |�i N�5� |h�U!�?} �?_�t|h)c @?_ �?_t |�@| *i�ih@}i ?i}@|��i*) @giU|t |�i
ThLM@M�*�|) |�@| @ �h4 t�h���it |L �?Uhi@ti_ UL4Ti|�|�L?� A�iti hit�*|t UL?�h4 |�@|

4Dq lpsruwdqw srlqw wkdw zloo hphujh iurp wklv vxuyh| lv wkdw dq| hohphqw ri wkh surgxfw pdunhw
jdph lv hqgrjhqrxvo| ghwhuplqhg e| �upv* �qdqfldo srolf|1 Wkh vhw ri sod|huv fuxfldoo| ghshqgv rq
krz pdq| �upv pdqdjh wr rewdlq hqrxjk oltxlglw| wr hqwhu wkh pdunhw1 Wkh sd|r� ixqfwlrqv duh
d�hfwhg e| wkh lvvxdqfh ri �qdqfldo fodlpv wkdw prgli| wkh lqvlghuv* remhfwlyhv1 Fdslwdo vwuxfwxuh
ghflvlrqv pd| frqyh| lqirupdwlrq derxw �upv* sur�wdelolw|/ wkxv fkdqjlqj wkh lqirupdwlrq vwuxfwxuh
ri wkh jdph1 Ilqdoo|/ wkh vwudwhj| vsdfh pd| eh hdvlo| frqvwudlqhg e| �qdqfldo frqglwlrqv +wklqn
derxw d kljko| ohyhudjhg �up wkdw fdqqrw h{sdqg surgxfwlyh fdsdflw| dqg wkxv lv frqvwudlqhg wr
fkrrvh orz rxwsxw ohyhov,1

�



�?@?Ui U@??L| Mi ?i}*iU|i_ ��i? |h)�?} |L i T*@�? �?_�t|h) t|h�U|�hi�
�gih�?} @ �?��i_ t�h�i) Lu |�i |LT�U �t @ UL4T*i |@t! uLh @| *i@t| |�L hi@tL?t�

6�ht|c |�i ^�it|�L? Lu �L� @ �h4<t �?@?U�@* _iU�t�L?t �?|ih@U| ��|� �|t ThL_�U| 4@h!i|
@U|���|) �@t ?L �?�^�i @?t�ih� �t �| �t t|@?_@h_ �? �?_�t|h�@* Lh}@?�3@|�L? |�iLh)c
|�i @?t�ih Uh�|�U@**) _iTi?_t L? ���U� ui@|�hi Lu @ �h4<t 4@h!i| @U|���|) L?i uLU�tit
L? E�?|ih@U|�L? ��|� UL4Ti|�?} �h4tc ��|� U�t|L4ihtc Lh t�TT*�iht� @?_ L? |�i 4L_i
Lu UL4Ti|�|�L? L?i UL?t�_ihtG Th�Ui UL4Ti|�|�L?c �L�h?L| UL4Ti|�|�L?c +:# h@Uitc
@?_ tL L?� 5iUL?_c �? Lh_ih |L i T*@�? ��) �?@?U�@* _iU�t�L?t @hi UL?t|h@�?i_c 4Lt|
T@Tiht @tt�4i |�@| �h4t @hi u@Ui_ ��|� U@T�|@* 4@h!i| �4TihuiU|�L?t� A�i tL�hUi
Lu |�iti �4TihuiU|�L?tc �L�i�ihc _�giht uhL4 4L_i* |L 4L_i*G �h4t 4@) Mi Uhi_�|�
h@|�L?i_ MiU@�ti Lu @_�ihti ti*iU|�L? ThLM*i4tc uLh 4Lh@* �@3@h_ hi@tL?tc Lh MiU@�ti
|�i�h �?UL4i �t �?�ih��@M*i M) L�|t�_i �?�it|Lht�

Wu |�i �ht| tL�hUi Lu �@h�i|) �t �|ti*u |�i 4@�? @||h@U|��i?itt Lu |�i *�|ih@|�hic |�i
tiUL?_ 4@) �@4Tih @ U*i@h �?_iht|@?_�?} @?_ UL4T@h�tL? Lu |�i _�gihi?| 4L_i*t
@?_ Lu |�i iUL?L4�U uLhUit @| �Lh!� `�@| �t ?ii_i_ �? 4Lt| Lu |�i t�h�i)i_ T@Tiht �t
tL4i uLh4 Lu Uhi_�|�h@|�L?�?}( |�i 4@�? hit�*|t _L ?L| _iTi?_ L? |�i tTiU��U 4L_i*
Lu ULhTLh@|i �?@?U�?} @_LT|i_� A��t t�h�i) |h�it |L @?@*)3i |�i 4@�? UL?UiT|t @?_
�_i@t Lu |�i *�|ih@|�hi ��|��? @ �?��i_ uh@4i�Lh!� � 4L_i* Lu Uhi_�|�h@|�L?�?} E�?
T@h|�U�*@hc @ <4Lh@* �@3@h_ t|Lh)<� �t _i�i*LTi_ @?_ |�i? i?h�U�i_ �? i@U� tiU|�L?
�? Lh_ih |L �**�t|h@|i |�i 4@�? hi*@|�L?t��Tt Mi|�ii? @ �h4<t �?@?U�@* TL*�U) @?_ �|t
ThL_�U| 4@h!i| TihuLh4@?Ui� A�iLh�it |�@| U@??L| Mi ?it|i_ �? L�h 4Lh@* �@3@h_
4L_i* ��** Mi _�tU�tti_ @| @ 4Lhi �?uLh4@* *i�i*� A�hL�}�L�| |�i T@Tih �i uLU�t
L? |�i �?|ih@U|�L? Mi|�ii? @ �h4 @?_ �|t UL4Ti|�|Lht� ì _L ?L| _�tU�tt |�i igiU|
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wkhq olnho| wkdw �upv zlwk d orqjhu wudfn uhfrug duh dovr ohvv fuhglw0frqvwudlqhg wkdq qhz �upv1 Lq
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vhh Urvv +4<::,1

S



e 5|h@|i}�U tiU�h�|) _it�}?

e�� A�i LT|�4@* �?@?U�@* hitTL?ti |L Thi_@|�L?

A�i |�hi@| Lu Thi_@|�L? U@? Mi *�4�|i_ |�hL�}� @ *L?} |ih4 UL?|h@U| Mi|�ii? |�i
U@t��TLLh �h4 @?_ |�i �?�it|Lh� wi| �t }L M@U! |L L�h �*L?} T�hti� 4L_i*� �iuLhi
u@U�?} 6�<t UL4Ti|�|�L? E@?_ TLtt�M*) Thi_@|�L?�c 62 @?_ �|t �?@?U�ih U@? t�}? @
*L?}�|ih4 UL?|h@U| ��ihiM) |�i �?�it|Lh UL44�|t |L @*�@)t u�?_ |�i �h4 @| t|@}i
2 Lu |�i }@4i �? i U�@?}i uLh @ hiT@)4i?| -� �

R
�? U@ti Lu t�UUitt� Wu |��t UL?|h@U|

�t LMtih�@M*ic �| ��** _�tUL�h@}i @?) Thi_@|Lh) Mi�@��Lh Lu |�i �?U�4Mi?|G Thi)�?}
�L�*_ ULt| |�i �?U�4Mi?| �� @c M�| �| �L�*_ u@�* |L _h��i 62 L�| Lu M�t�?itt�D

�L*|L?�5U�@hut|i�? E�bbf� t�L� |�@| |��t hitTL?ti |L Thi_@|�L? 4@) @giU| @}i?U)
ThLM*i4t ��|��? |�i �h4� W? |�i�h 4L_i*c |�i �?@?U�@* UL?|h@U| |�@| 4�?�4�3it
@}i?U) ThLM*i4t 4@ �4�3it h��@*t< �?Ui?|��it |L Thi)� A�ihiuLhic LT|�4@* �?@?U�@*
UL?|h@U|t hit�*| uhL4 @ |h@_i�Lg Mi|�ii? _i|ihh�?} Thi_@|�L? @?_ 4�|�}@|�?} �?Ui?�
|��i ThLM*i4t ��|��? |�i �h4� A��t �_i@ �t �**�t|h@|i_ �? |�i uL**L��?} �@h�@?| Lu |�i
4L_i*�

wi| �t �?|hL_�Ui @ u�h|�ih t|@}i @| ���U� @ 4Lh@* �@3@h_ ThLM*i4 @h�tit ��|��?
|�i �h4c Mi|�ii? _@|i f E|�i �?@?U�@* UL?|h@U|�?} t|@}i� @?_ _@|i �G �u 62<t 4@?@}ih
�Lh!tc |�i t�Lh|�|ih4 hi|�h? ��|� ?L Thi_@|�L? �t � ��|� ThLM@M�*�|) ^ @?_ @ ��|�
ThLM@M�*�|) � � ^( �u �i t��h!tc �i }i|t Th��@|i Mi?i�| K @?_ |�i hi|�h? �t @ ��|�
ThLM@M�*�|) �� �hi_@|�L? �?_�Uit |�i hi|�h? @ �hhitTiU|��i Lu 4@?@}ih�@* igLh|� A�i
|�4i *�?i �t |�ihiuLhiG

!f

�L?|h@U| �O

�
�hi)

�L|

a
aaC
%
%%(

@ �

2

�
5|LT

E6� }@�?t Z��

�O

�
�L4Ti|i

a
aaC
%
%%(

f +

�L?|�?�i

6�}�hi 2

8Wkh lqyhvwru zloo dffhsw vxfk d frqwudfw= dv suhgdwlrq zloo qrw rffxu lq htxloleulxp/ kh h{shfwv

wr glvexuvh L �D/ zklfk lv vpdoohu wkdq wkh lqyhvwru*v h{shfwhg uhwxuq s+U� E
s
,1

.



W_i@**)c |�i LT|�4@* �?@?U�@* @hh@?}i4i?| �L�*_ |@!i U@hi Lu |�i �h4<t @}i?U)
ThLM*i4� W? @ *L?} |ih4 Uhi_�| hi*@|�L?t��Tc _@|i�f igLh| U@? Mi �?_�Ui_ |�hL�}�
@ UL44�|4i?| |L |ih4�?@|i u�?_�?} �u |�i �h4<t t�Lh| |ih4 TihuLh4@?Ui �t TLLh�
�Lhi uLh4@**)c UL?t�_ih |�i uL**L��?} U*@tt Lu UL?|h@U|tG �A�i �h4 �t hi�?@?Ui_ @|
_@|i�2 ��|� ThLM@M�*�|) � �u _@|i�� ThL�| �t � @?_ ��|� ThLM@M�*�|) % 	 � �u |��t
ThL�| �t @� 62<t 4@?@}ih hiUi��it @ T@)4i?| �

R
�u 62 �t hi�?@?Ui_ @?_ t�UUii_t

@| |'�c @?_ f L|�ih��ti�� �? LT|�4@* UL?|h@U| Mi*L?}t |L |��t U*@tt @?_ ti|t |�i
ThLM@M�*�|) Lu hi�?@?U�?} %W t�U� @t |L 4@ �4�3i 62<t ?i| Thiti?| �@*�i EUL?_�|�L?@*
L? |�i 4@?@}ih �Lh!�?}�GS

d^�n E�� ^�@o n d^ n E�� ^�%oER-� U� ED�

�?_ih |�i uL**L��?} UL?t|h@�?|tG

EU��f d^ n E�� ^�%o� � %� n K ES�

A��t UL?t|h@�?| i?t�hit |�@| |�i 4@?@}ih �Lh!t @| _@|i f� A�i *iu|��@?_ t�_i �t |�i
�h4<t i TiU|i_ T@)Lg uhL4 �Lh!�?}G �u Thi_@|�L? _Lit ?L| LUU�h @?_ 62 �Lh!t @|
|'fc |�i �h4 �t hi�?@?Ui_ ��|� ThLM@M�*�|) d^nE��^�%o� A��tc �| t�h���it |L _@|i �c
��i? �| }i|t @ T@)Lg �

R
��|� ThLM@M�*�|) R� A�i h�}�|��@?_ t�_i �t |�i �h4<t T@)Lg

uhL4 t��h!�?} @| |'fG �u |�i �h4 t��h!tc �| i?�L)t Th��@|i Mi?i�| K |L_@)c @?_ ��|�
ThLM@M�*�|) % �| t�h���it |L _@|i �c ��i? �| }i|t @ T@)Lg �

R
��|� ThLM@M�*�|) R� A�i

tiUL?_ UL?t|h@�?| �tG

E�� � d^ n E�� ^�%oR-n E�� ^�E�� %�Z� n� � %R-n E�� %�Z� n @ E.�

A��t UL?t|h@�?| i?t�hit |�@| |�i h��@* _Lit ?L| Thi)� `�|� ?L Thi_@|�L? E@?_ 62
�Lh!�?}�c 6� i@h?t _�LTL*) ThL�|t T+ ��|� ThLM@M�*�|) d^ n E� � ^�%oc @?_ i?�L)t
4L?LTL*) ThL�|t Z� ��|� ThLM@M�*�|) E� � ^�E� � %�� �*tLc �| i@h?t |�i t�Lh|�|ih4
hi|�h? �� Wu �?t|i@_ �| Thi)tc 6� i TiU|t |L u@Ui UL4Ti|�|�L? ��|� ThLM@M�*�|) %(
�L�i�ihc Thi_@|�L? hi_�Uit 6�<t t�Lh|�|ih4 hi|�h? |L @�

5|�_)�?} |�i @ML�i UL?t|h@�?|tc @ TL|i?|�@* UL?��U| Mi|�ii? @}i?U) ThLM*i4t
@?_ t|h@|i}�U LM�iU|��it i4ih}it� �? |�i L?i �@?_c |�i �?Ui?|��i UL?t|h@�?| hi^��hit
@ |L�}� |ih4�?@|�L? |�hi@| E% t��U�i?|*) t4@**�( L? |�i L|�ih �@?_c Thi_@|�L? �t _i�
|ihhi_ �u hi�?@?U�?} �t ?L| |LL ti?t�|��i |L t�Lh| |ih4 TihuLh4@?Ui E% ?L| |LL t4@**��
A��t |i?t�L? U@T|�hit |�i M@t�U |h@_i Lg �? �L*|L?�5U�@hut|i�?<t 4L_i*� `�i? |�i
@}i?U) ThLM*i4 @?_ |�i Thi_@|Lh) |�hi@| @hi ?L| |LL tih�L�tc |�ihi i �t|t @? LT|�4@*
UL?|h@U| |�@| t@|�t�it ML|� |�i �?Ui?|��i UL?t|h@�?| @?_ |�i ?L�Thi_@|�L? UL?t|h@�?|�

9Wkh lqfhqwlyh srzhu ri wkh whuplqdwlrq wkuhdw ghshqgv rq lwv fuhglelolw|/ wkdw lv rq wkh frqwudfw

ehlqj %uhqhjrwldwlrq0surri%1 Zh devwudfw khuh iurp wklv sureohp e| dvvxplqj wkdw uhqhjrwldwlrq

lv qrw ihdvleoh dw vwdjh 51

H



�|�ih��tic |�i �?@?U�@* UL?|h@U| 4�t| *i@�i |�i @}i?U) ThLM*i4 �?tL*�i_ �? Lh_ih
|L _i|ih Thi_@|�L?�.

e�2 6�?@?U�@* UL?|h@U|t @t t|h@|i}�U UL44�|4i?|t

6�?@?U�@* UL?|h@U|t 4@) @*tL Mi �ti_ @t t|h@|i}�U UL44�|4i?|t |L |@!i @U|�L?t |�@|
@hi LT|�4@* i �@?|i M�| ?L| i TLt|� A��t ui@|�hi Lu �?@?U�@* UL?|h@U|�?} i4ih}it
L?Ui |��t �t 4L_i*i_ @t |�i �ht| t|@}i Lu @ _i*i}@|�L? }@4i�H �L?t�_ih |�L �h4t
T*@)�?} @ |�L�t|@}i }@4iG @| |�i �ht| t|@}ic i@U� �h4 _it�}?t �|t �?@?U�@* t|h�U|�hic
@| |�i tiUL?_�t|@}i �h4t UL4Ti|i L? |�i ThL_�U| 4@h!i|� �@h!i| t|h@|i}�it @hi
U�Lti? M) |�i �h4t< 4@?@}iht�t�@hi�L*_ihtc ��L @hi hit�_�@* U*@�4@?|t |L |�i �h4t<
ThL�|t @u|ih L�|t�_i �?@?U�@* U*@�4t @hi T@�_� A�i t�@Ti Lu |�i 4@?@}iht< LM�iU|��i
u�?U|�L?tc @?_ |��t Lu |�i hi@U|�L? u�?U|�L?t �? |�i tiUL?_�t|@}i 4@h!i| }@4ic �t
�4T*�U�|*) U�Lti? @| |�i �ht| t|@}ic ��i? L�|t�_i �?@?U�@* U*@�4t @hi _it�}?i_� A��t
�4T*�it |�@|c M) UL44�||�?} |L LMtih�@M*i �?@?U�@* UL?|h@U|tc �h4t U@? ThiUL44�|
|L ThL_�U| 4@h!i| t|h@|i}�itc @?_ |��t @giU| |�i L�|UL4i Lu |�i 4@h!i| }@4i�b

�h@?_ih�wi��t E�bHS� @||h�M�|i t�U� @ t|h@|i}�U ThLTih|) |L _iM| �?@?U�?}� A�i)
@h}�i |�@| L*�}LTL*�t|�U �h4t 4@) �tt�i _iM| �? Lh_ih |L UL44�| |L 4Lhi @}}hitt��i
L�|T�| t|h@|i}�it� W| �t @ �i**�!?L�? u@U| |�@| �? @ �L�h?L| }@4i �h4t �L�*_ *�!i
|L ThiUL44�| |L ��}��^�@?|�|) hitTL?tit t�?Ui |��t U@�tit h��@*t |L ThL_�Ui *itt @|
i^��*�Mh��4� #iM| �?@?U�?} �t @ �@) |L @U��i�i |��t UL44�|4i?|c L��?} |L |�i
�*�4�|i_ *�@M�*�|) igiU|�G @t �h4t |@!i L? _iM|c |�i�h 4@?@}iht � Mi�?} hit�_�@*
U*@�4@?|t L�ih |�i �h4<t ThL�|t � ��t| 4@ �4�3i i^��|) �@*�i @t LTTLti_ |L |L|@*
�@*�i� A��t |�i) Thiuih L�|T�| t|h@|i}�it |�@| h@�ti hi|�h?t �? }LL_ t|@|it @?_

:Pruh irupdoo|/ li wkh frqglwlrq e
E
?

D�d
�P�sU

lv vdwlv�hg/ wkhq wkh rswlpdo suredelolw| ri

uh�qdqflqj {� vdwlv�hv erwk frqvwudlqwv dqg lv htxdo wr 4� e
tE

1 Rwkhuzlvh/ suhgdwlrq fdq rqo| eh
ghwhuuhg dw wkh h{shqvh ri gdwh03 h�ruw1 Lq d pruh jhqhudo prgho/ wkh rswlpdo frqwudfw pd| ru pd|
qrw ghwhu suhgdwlrq +dqg ohdyh wkh djhqf| sureohp xqvroyhg, dffruglqj wr wkh uhodwlyh lpsruwdqfh
ri wkhvh wzr sureohpv1

;Lq d ghohjdwlrq jdph/ frpshwlqj sulqflsdov %fkrrvh d frpshqvdwlrq vfkhph iru wkhlu djhqwv/
zkloh wkhvh odwwhu sod| d jdph rq ehkdoi ri wkh sulqflsdov1 Wkh sd|r�v ri doo sod|huv duh gh0
whuplqhg e| wkh dfwlrqv fkrvhq e| wkh djhqwv1 Wkh sulqflsdov fdq lq�xhqfh wkh rxwfrph ri wkh
jdph lqgluhfwo|/ e| vkdslqj wkhlu rzq djhqw*v uhdfwlrq ixqfwlrq wkurxjk wkh ghvljq ri dq lqfhqwlyh
vfkhph/ zklfk ehfrphv sxeolf lqirupdwlrq rqfh fkrvhq%1 Iru wklv gh�qlwlrq/ dv zhoo dv iru d jhqhudo
fkdudfwhulvdwlrq ri htxloleuld lq ghohjdwlrq jdphv/ vhh Sror0Whghvfkl +4<<:,1

<Wkh lghd wkdw pdqdjhuldo lqfhqwlyhv pd| eh xvhg dv vwudwhjlf wrrov lv h{soruhg e| Ihuvkwpdq0
Mxgg +4<;:,1 Wkh| vwxg| wkh lqfhqwlyh frqwudfwv wkdw sulqflsdov +rzqhuv, zloo fkrrvh iru wkhlu djhqwv
+pdqdjhuv, lq dq roljrsrolvwlf frqwh{w1 Dw htxloleulxp/ sur�w0pd{lplvlqj rzqhuv zloo glvwruw wkh
pdqdjhuv* lqfhqwlyhv iurp sur�w pd{lplvdwlrq/ zkhq frpshwlqj pdqdjhuv revhuyh wkhvh lqfhqwlyhv1
Wkh qdwxuh ri wkh ghvluhg glvwruwlrq fulwlfdoo| ghshqgv rq wkh qdwxuh ri roljrsrolvwlf frpshwlwlrq1
Iru h{dpsoh/ li �upv frpshwh lq txdqwlwlhv/ d �up*v rzqhu zloo jlyh klv pdqdjhu h{wud lqfhqwlyhv
wr surgxfh/ dv wklv zloo fdxvh frpshwlqj �upv wr uhgxfh wkhlu surgxfwlrq1 E| frqyhuvh/ li �upv
frpshwh lq sulfhv/ hdfk rzqhu zloo zdqw klv pdqdjhu wr vhw d kljk sulfh/ dv wklv fdxvhv frpshwlqj
pdqdjhuv wr dovr udlvh sulfhv1
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