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sector development

Use TBI framework to create capital -friendly environment
and attract private equity capital

Focus most financial assistance on creating private

businesses 1 SMEs and conditions for | a
operations
Leverage private capital with don

Implement comprehensive coordinated assistance program
for countries in transition:

beginning with private capital -funded pilot offerlng a
hybrid investment approach to countries in transition

Consider privatizing foreign assistance programs ‘
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Today, a tremor in one financial market is repeated in
the markets of the world

Today, confidence is global; it's presence or its
absence

Today, the threat is chaos, because for people with
work to do and family life to balance and mortgages
to pay and careers to further and pensions to provide,
the yearning is for order and stability. And if it doesn't
exist elsewhere, it's unlikely to exist here

| have long believed that this interdependence
defines the new world we live In

Tony Blair, October 2, 2001 y
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Replication of wealth creation capacity is
needed

Accomplished through a combination of
precisely targeted assistance and active
engagement 1 tight linkage between

macro -level economic development and
micro -level business development
Methodology  -slevelop Implementation

plans and measure progress
Private capital will lead new nations to ‘
market economy / ’ I’
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accumulated most of the wealth, but more
Importantly most of the wealth creation
capacity

To fight poverty and move the rest of the
world (the other 160+ countries) towards
market economy, democracy and stability
WCCR Iis necessary
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assistance are outdated. Money that is not accompanied
by legal and economic reform are often wasted. In many
poor nations, corruption runs deep. Private property is
unprotected. Markets are closed. Monetary and fiscal
policies are unsustainable. Private contracts are
unenforceable

When nations refuse to enact sound policies, progress
against poverty is nearly impossible. In these situations,
more aid money can actually be counterproductive,
because it subsidizes bad policies, delays reform, and
crowds out private investment

In sound policy environments, aid attracts private
Investment by two to one
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sample of countries

Benchmarking and statistical analysis
of 128 countries indicate strong
correlation between flows of FDI and
Investment environment

Increased flow of FDI is normally
correlated with incremental economic
growth, improved investment returns,
higher risk / reward ratios
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Private Equity (FDI) - the Most Stable
e Source of International Financing

Net Capital Flows to Emerging Markets
(in US Dollars billions)

Foreign Direct Investment 13| 81| 98| 114 142| 154| 164| 158| 172| 151| 161|
Portfolio Investment

Commercial Bank Loans .
Official Assistance

International Reserveées
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L fair protectionsof the disadvantaged-poar. slels) ¢
Countries with these conditions are less susceptible to
terrorism and political instability.

The TBI Economic Policy Framework has two components:
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St TBlI Economic Development
s \QaEs ¢

¢ oS Framework

TBIF

=
I Fiscal policies
I Monetary policies

government pollcy action groups, WhICh stimulated forelgn direct

mvestments In successful transition economies)
ibetatization.and deregulation 0fbUSINESS activities ()i 1=

2. Stability and joredictability: of iegal eaviionments yly =1
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