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Problem: Low levels of private investment and entrepreneurship

Low return to
/ economic activity \
High cost of
Low social Low finance
returns / appropriability \ / \
Poor Bad Government Market Bad international Bad local
geography infrastructure failures failures finance finance
hLll_::n pr]:ggr?)r::;:ls ﬁnniﬁ?ﬂiﬁs{m ;:I:::;Til:i: Shsun s :L::le' Poor
J 3 - ¥ 3 . lomestic PP

capital corruption, taxes fiscal instability “self-discovery™ EEcmaLs saving intermediation

Source: Hausmann, Ricardo, Rodrik, Dani and Velasco, Andrés (2006), ‘Getting the diagnosis right,” Finance and Develop-
ment 43. Reprinted with permission.
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