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Free Market Breakthroughs

For the Next Four Billion
Opportunities to Catalyze Grassroots-Up Change

Mark Frazier, Openworld, Inc.



Aim

Review the scale of poverty caused by state failures

Survey freedom-enhancing innovations for grassroots
initiatives

Explore how to bring these innovations together in new,

self-funding ways that can bring prosperity to the world’s
poorest — “the next four billion”



Background

The “base of the pyramid” — four billion people living on
less than $3500 a year

The World Economic Pyramid
Past approaches have fallen short

tedivi@ual arnual hcome

Corruption: a $1 frillion industry

Source: James Tooley




Diversions

Audo ard video

Background

Billions of people are locked in poverty because of
failures and predations in public sector institutions

Hernando de Soto estimates $9-14 trillion in “*dead
capital” is untapped because of broken land titling and
dispute resolution systems
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Legal reform and development
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Background

Breakthroughs are at hand to awaken dormant assets for
the benefit of the world's poor

Game-changing innovations are at work on three levels



Game-Changing Innovations
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Background
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Level 1 Innovations (Online Free Markets/Digital Philanthropy)

50+ online telework markets help microentrepreneurs in poor areas
find jobs and reliable contracting, payment, and dispute resolution
systems

Micro-lending portals are bringing capital to grassroots ventures

Digital donations (including microvouchers) are enabling “anyfime,
anywhere” learning resources to reach all parts of the world



Background: Online Free Markets

Software development, testing and maintenance services

Secretarial services

Help desks, technical support, and customer support centers

Graphic art and design services
Web-based research services

Tutoring and mentoring services
Transcription and editing services

Web page design and development
Electronic publishing

E-learning course development

Software translation and localization
Computer-aided design and GIS systems
Indexing and abstracting services
Translation services

Multimedia editing and animation services
Image processing and claims processing
Remote security systems

LEVEL 1
Virtual
Realm

How Large are the Next Markets?

A pradchon by Vinog Khosta, the top-ranked
venturs capitalstin the United States

Harvnd Baaws 2w !

*I suspect that by
2010, we will be
lafkung about
fremote services] a8
the fastes!-Qrowing
part of the workd
economy, with
many tridions of
dovars of new
markels crestad *
~ Harvard Business
Review, September,
2002




Background
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\ Level 2 Innovations (in the Politicized Realm)

Although most government organizations still resist
change, new progress is evident --

Source: ZonAmerica.com

eGovernment solutions are increasing transparency

“flexiwage” bonus systems (pioneered by Singapore)
are linking public sector pay directly to the growth rates
of the private economy

Governments are offering exemptions from failed
policies and institutional practices, through designation
of free economic zones



Background
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Level 3 Innovations (in the Grassroots or “Informal Sector” realm)

O Entrepreneurial schools for the poor are educating tens of
millions

O Peer-based microlending has helped 100 million+ small/new
entrepreneurs gain access to finance

Internet Connectivity vs. Mobile Connectivity

O Cell phones are now enabling billions of people to directly
connect with each other and with new market opportunities

Poe(artage Fereti whar




Background

Cell phones... 2 billion and counting...
open arange of opportunities:

O Information on market prices and funding
sources, bypassing intermediaries

O Text-based payment systems (e.g. gCash

and “MoneyTextMe") for vouchers and D ' & s
microlending Filipinos turn cell phones into virtual wallets

Millions use texting to transfer money over mobile banking services

SAN MIGUEL, Phisppines - It's Thursday, so 18
year-oid Dernis Tlangeo is off % a bank to collect
his woekly allowance, zapped by his mother

who's working in Hong Kong to his electronic
walet: his

O Digitalimage/video recording, GPS, and
projector capability (of value for private
land registry databases and for
enfrepreneurial schools)

il phone.

3 & branch of GM Bari = the town

($54), minus a 1 percent fee. He doesnt nood

O Access to online arbitration

O “eGovernmentin your After m-banking comes m-government
pocket” — cutting delays Last year, the total number of

mobiie techrology USers was

C”")d red fape estimated ot 2.7 Dlon, compared
with ondy 1.1 b8on of those with
Iternet acoess. SOMme courtnes
have Soen axperimectieog mith
“mobie government”

(M- Government ) 1o debver putic

Srvicis 10 CLens WO ot Lable
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Background

The big question —

How can these innovations
converge in the near term, to
spread scalable and self-
funding breakthroughs that
bring an end to povertye



Opportunity

Openworld’'s approach:

prepare digital “challenge offers” —
bundles of valued new resources
and services — for communities that
commit fo awakening dormant
assets through land grants and free
market reforms



Closeup: The Opportunity

GLOBAL CHALLENGE OFFERS \

Virtual resources that L.E VEL
spread skills, create jobs, Virtual
and awaken assets can Realm
deliver “early wins” for
areas that move towards
freedom

loans that
change lives
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Challenge Offer: Microvouchers

Openworld’s Whitehead Initiative in Digital Philanthropy is
based on “challenge grants” of microvouchers for
stfudents at entrepreneurial schools, rewarding students
who research freedom-enhancing opportunities

John C. Whitehead
Cochairman (ret.), Goldman Sachs




Challenge offer: Upgrading skills

In-kind assistance is another element of the Challenge Offer
“package” - including online help in editing student-
created elessons, and Skype practice sessions to improve
language skills

Horizon |_ae o Vire
the first

vd only Virtual A
| \“f\ LMLw stuclen

Source: HorizonLanka.org



Challenge Oftfer: Free Zone design inpufts

Ehe New Jork Times

Korea's High-Tech Utopia, Where Everything Is
Observed

e U-Life South Korea placs to spend $25 2llion on New Sosgdo, Bhe world's lanpost “shiquitous city,” with
cormpraters linking home life and Life on its grcets. Constriction, 40 mudes fom Secul, 1510 e dose s J01 4

By PAMELA LICALZI O'CONNELL

Putdated Ociober 8 2008 &> C¥adIha
5 P ierdy

IMAGINE public recycling bins that use mdio-froquency identfication

technology 0 credit recyclers every tme they woss in a bottle;

pressurc-sensative Noors in the Boees of older poople that can detect the

impact of a fall and immeodately contact help; celiphones that store health

records and can be used 10 pay for peescriptons. .

.r."‘
Circuits These are among the services dreamed up M

by industnal-design stodents s California
Saate Universaty, Long Beach, for possible wse in Now Songdo
Cay, a larpe "ubiquitous city™ being built in South Koera.

0 s e
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Songdo, South Korea — an
example of planning inputs
by US college students for @
US$ 25 billion new private
free zone development
initiative



Elements of the Challenge Offer

Downloadable toolkits
.
3 j
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Online help
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Microscholarships
: E
-

Quickstart toolkits for entrepreneurial schools and
fast-tfrack free zone development

planning/implementation assistance by online
campus groups, policy institutes, and volunteers
interested in the success of market-based learning
and free zones

Microvouchers for online training and certifications

Introductory online work-study projects and telework
jobs

catalytic microfinance for promising entrepreneurs,
plus introductions to Openworld-afflliated investors



How global challenge offers help local allies

Challenge offers can ensure early wins for people in poor communities. Moves by local allies to advance free
market reforms can earn “Freedompoints” convertible to immediate grassroots benefits. Freedompoints can be
redeemed for microvouchers to access skills, Internet coupons to access telemedicine resources, introductory
experiences in online free markets, introductions to investors -- and stakes in success-sharing free zones.

k ! Actions that earn increased flows of virtual resources
1x
B «» 1. An individual confirms interest (after online orientation) in virtual and actual free markets

Individuals
2. Learning circles form to research opportunities for new business and social ventures

. Q- 3. Entrepreneurial schools and telecenters build valued skills through online
S AR, courses, and help jobseekers find projects in global markets for telework

Learning 4. Residents join neighborhood self-help groups, recording arbitration
Circles pledges and photos of land boundaries to awaken “dead capital”

5. Public officials agree to recognize neighborhood actions and to
pilot economic reforms in new “success-sharing free zones”

5x . . . . .
. 6. Local allies commit prime sites for phased, private free
E”tgggig?:”a' zone projects (with neighborhood groups, schools, and a
Virtual local voucher system sharing in land asset gains)
resource \greement 5igning Cereamd )
muItipIiers 10x 3. Full-scale Free Zon
" Neighborhood 2 Busingss P
(Microvouchers Self-help i Quicslh‘
and other challenge
offers grow in step 30x ~ / / )
with local progress) Pilots 100x Success-Sharing

Free Zones



How Challenge Offers Awaken Assets

Success-Sharing Development Partnerships

Share in tender proceeds*

Large Zone
Developers

First Phase
Global
Backers

Local
Investor

Vouchers and
planning inputs

* Early backers of free zone development -- private investors as well as local and global good causes -
receive shares in concession income from incoming developers of success-sharing free zones



How Challenge Offers Awaken Assets

What earnings have come from global tenders and auctions
of land at world-class free zones?

LAND VALUE UNDER THE HONG KONG
PUBLIC LEASEHOLD SYSTEM

A Mas W e e T am 8 2 peast
L LA B

USS 71.1 billion
in land lease

earnings
(Hong Kong from
1970-2000)
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Source: Lincoln Institute for Land Policy



Next Steps

Discussions have begun with sponsors and local partners
in’r%res’red iIn creating new Hong Kongs, Singapores, and
Dubais

Global foundations, NGOs, campus groups, and online
volunteers are key allies to assist early-stage Quickstart free
zone initiatives

Beneficiaries of 5-20 fold land value gains can include local
residents and workers, as well as Openworld’s early-stage
partners

A share from each project’s success can help fund further
challenge offers, providing a sustainable “pay it forward”
]po’rkgj’ro help impoverished people secure the gains of
reedom



Next Steps

A Self-Funding Cycle to Awaken Assets for the Next Four Billion

Donors offer

Microvoucher funds* To win these benefits,
as a way fo spread valued skills and .commumﬁes Co.mmii.
market opportunities in prime land grant sites with
exemplary communities free market reforms

Private investors
develop phased
projects on the local sites, with
a setaside share for future
Openworld challenge offers

*In addition to Microvoucher funds, donors can also provide how-to assistance, eGovernment software
solutions, and other online resources promofing transparent business climates



Next Steps: 2008-92 Milestones

Q3 Q4 QI Q2 Q3 Q4

Confirm global sponsors,
alliances

Complete Quickstart eAcademy/free
zone toolkits, portals for “early wins”

Deliver Round | Challenge resources to Openworld

projects in Africa, Asia, and the Americas

Partner with investors to design and launch a
global “Success-sharing Free Zone Fund”

Publicize new Challenge Offers

and select Round Il projects
Partner with global real estate firm and promote \
free zone development tenders




Next Steps

We welcome your early inputs to advance free market
breakthroughs for the next four billion!

email:

phone: 202.257.2574

senworld

" Awakening assets for good



