
A COMMONWEALTH INVESTMEN T BAN K 

SUMMARY1 

1. Th e group s wa s aske d t o conside r proposal s t o establis h a  ne w 
Commonwealth financia l institution , an d t o mak e suggestion s concernin g th e 
functions, structur e an d source s o f fund s fo r suc h a n institution ; als o t o 
consider Commonwealt h cooperatio n i n expor t credi t financin g o r refinancing . 
In approachin g thi s task , w e concentrate d o n th e identificatio n o f gap s i n th e 
range o f existin g financia l service s fo r Commonwealt h countries , an d th e 
need t o ensur e tha t a  possibl e institutio n woul d constitut e a  genuinel y 
additional sourc e o f fund s an d financia l services . (paras . 1-5 ) 

2. W e believ e tha t th e tren d i s toward s increase d diversificatio n i n th e 
sources o f capital , an d tha t project s finance d fro m a  mixtur e o f source s o f 
different type s wil l becom e mor e common . Ou r assessmen t i s tha t a  ne w typ e 
of financia l intermediar y i s neede d t o hel p Commonwealt h developin g countrie s 
in putting suc h package s together . Thi s nee d relate s primaril y t o th e 
directly productiv e sectors , i n whic h w e se e a  tren d toward s increase d 
governmental participation , callin g fo r a n institutio n tha t i s capabl e o f 
acting a s banke r t o th e stat e a s entrepreneur . Suc h a n intermediar y coul d 
be o f specia l assistanc e i n organisin g th e equit y capita l o f join t venture s o n 
a soun d basis . (paras.6-15 ) 

3. I n thi s context , ther e i s a  stron g cas e fo r a n institutio n whic h woul d 
build o n existin g Commonwealt h links . On e specia l advantag e i s th e 
propensity o f Commonwealt h countrie s t o mak e us e o f th e service s o f th e 
City o f London . A n instrumen t whic h facilitate d mor e efficien t us e o f th e 
services o f Londo n an d othe r financia l centre s coul d b e o f benefi t t o al l 
Commonwealth countries . (paras . 16-22 ) 

4. W e thin k i t unlikel y tha t th e nee d fo r a n intermediar y ca n b e easil y 
met b y existin g institution s wit h paralle l functions , becaus e the y ar e to o 
heavily committe d t o managemen t o f thei r ow n enterpr ises , o r ar e geare d t o 
the privat e sector , o r ar e no t primaril y organise d t o serv e developin g 
countries' in terests . I n part icular , w e d o not recommen d change s i n th e 
structure o f th e Commonwealt h Developmen t Corporatio n t o serv e thi s o r 
other purposes , whic h wa s on e o f th e proposal s w e wer e aske d t o consider . 
(paras.23-26) 

5. Two  othe r majo r possibilitie s considere d wer e th e creatio n o f a n 
export financin g facilit y an d th e creatio n o f a  Commonwealt h "sof t window" . 
We endors e th e recommendatio n o f a n ear l ie r study , agains t th e creatio n o f 
an expor t financin g facility . Th e cas e fo r mor e resource s fo r developin g 
countries on  concessionar y term s seem s t o u s unquestionable . A  decision t o 
make suc h resource s availabl e throug h Commonwealt h channel s i s a  matte r 
for politica l choice . Th e intermediar y discusse d i n thi s repor t migh t 
incorporate a  sof t windo w a t a  late r stage , an d it s article s shoul d provid e 
for thi s possibility . However , w e d o no t believ e tha t th e incorporatio n o f 
concessionary financ e i s a  prerequisit e fo r th e establishmen t o f suc h a n 
intermediary. (paras . 27-30) 

1See als o conclusion s se t ou t i n th e lette r o f transmitta l a t th e beginnin g o f 
this report . 

2The member s o f th e grou p ar e liste d i n Anne x I . 
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6. W e forese e tha t a n in termediar y o f th e typ e envisage d coul d b e 
pa r t i cu l a r l y act iv e i n -  (a ) minin g an d pet ro leum , an d (b ) manufacturing , 
including p roces s in g o f ag r i cu l tu ra l p roduc t s . I t migh t a ls o provid e advisor y 
and financia l s e r v i c e s i n suppor t o f nationa l financia l in termediar ie s fo r th e 
promotion o f smal l - sca l e i n d u s t r i e s , an d i n re la t io n t o genera l purpos e 
bor rowing . Th e Ban k woul d a ls o hav e a  ro l e i n puttin g togethe r ag r i cu l tu ra l 
p ro jec t s o f a n organise d commercia l na ture . ( p a r a s . 3 1 - 4 8 ) . Th e Ban k 
would nee d t o se lec t p ro jec t s wit h a  vie w t o the i r effectivenes s i n earn in g o r 
saving foreig n exchange . ( c f .pa ra .59 ) 

7. W e recogn i s e a  numbe r o f difficultie s i n th e wa y o f es tabl ishin g an d 
running a n in te rmediar y o f th e typ e envisaged . T o br in g i t full y int o effectiv e 
operat ion woul d o f cour s e tak e som e t ime , an d durin g thi s perio d i t woul d 
r e q u i r e specia l suppor t fro m it s member s i n th e for m bot h o f financ e an d o f 
giving i t b u s i n e s s . Staffin g i s a  ke y fac tor . Th e Ban k woul d nee d t o 
opera te o n a  commercia l b a s i s , wit h th e r i s k s tha t th i s entai ls . ( p a r a s . 4 9 - 5 9 ) 

3 . W e propos e th e establishmen t o f a  Commonwealt h Investmen t Bank , 
with th e followin g funct ions : 

(a) financia l par t ic ipa t io n an d a s s i s t anc e i n r e s o u r c e 
mobil isat ion, espec ia l l y fo r p ro jec t s i n th e d i rec t l y 
product ive s ec to r s ; 

(b) a s s i s t anc e i n organis in g th e capi ta l s t r uc tu r e o f 
p r o j e c t s , especia l l y publi c e n t e r p r i s e s an d publ ic / 
p r iva te join t v e n t u r e s ; 

(c) act in g a s in te rmedia ry , especia l l y i n br ingin g togethe r 
sou rce s o f commercia l an d concess ionar y f inance . 

It shoul d concent ra t e it s effort s o n puttin g package s toge ther , an d shoul d 
normal ly kee p i t s ow n par t ic ipat io n t o a  maximu m o f 10% . W e recommen d a n 
init ial pa id-u p capi ta l of  £6m , subsc r ibe d i n convert ibl e c u r r e n c i e s , a s 
follow s : 

(a) government s an d publi c corpora t ion s 
in Commonwealt h developin g count r ie s a t l eas t 40 % 

(b) government s an d publi c corpora t ion s no t mor e tha n 
in Commonwealt h develope d count r ie s 30 % 

(c) Commonwealt h commercia l bank s an d no t mor e tha n 
other p r iva t e s h a r e h o l d e r s . 30 % 

It woul d r e q u i r e a n init ia l a s s u r a n c e fro m it s sha reho lde r s o f long- ter m loa n 
cap i ta l , i n th e r a t i o 3 : 1 t o i t s equity . Thes e r e s o u r c e s woul d b e supplemente d 
by depos i t s an d loan s r a i s e d o n th e marke t . O n tha t b a s i s , a  r easonab l e 
a s se s smen t i s tha t th e Ban k migh t hav e pa r t i c ipa ted , withi n fiv e t o seve n 
y e a r s , i n p ro j ec t s wit h tota l investmen t cos t s o f abou t £170m . ( p a r a s . 6 0 - 7 1 ) 

9. Lookin g ahea d t o quest ion s o f o rganisa t ion , w e sugges t a  Boar d 
with te n d i r e c t o r s r e p r e s e n t i n g th e th re e mai n group s o f s h a r e h o l d e r s , o n 
the sam e 4 : 3 : 3 b a s i s , eac h d i r e c t o r havin g a  singl e vo te . Th e day- to -da y 
bus iness o f th e Ban k woul d b e unde r th e cont ro l o f a  chie f executiv e appointe d 
by th e Board , an d havin g a ls o a  sea t o n i t . W e at tac h importanc e t o o rgan -
isat ion o f th e Ban k alon g functiona l l i n e s , t o coincid e wit h suc h opera t iona l 
a r e a s a s thos e l i s te d i n p a r a . 6 o f th i s summary . ( p a r a s . 72-82 ) 
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