
A COMMONWEALT H INVESTMEN T SAN K 
Report b y a  Commonwealt h Exper t Grou p 

I. INTRODUCTIO N 

1. A t th e meetin g o f Commonwealt h Head s o f Governmen t hel d 
in Ottaw a i n Augus t 1S73 , th e Governmen t o f Keny a presente d a  proposa l 
to establis h a  Commonwealt h developmen t ban k an d the ' Head s o f Governmen t 
agreed t o refe r th e proposa l "t o Commonwealt h Financ e Minister s fo r 
consideration". Th e Financ e Ministers ' Meetin g a t Dar-es-Salaa m i n 
September ,  1973,considere d th e Kenya n proposa l alongsid e a  proposa l b y 
the Governmen t o f Jamaic a fo r establishin g a  Commonwealt h financ e corpo -
ration fo r providin g ventur e capital , possibl y o n the basi s o f modifyin g an d 
expanding th e structur e o f th e existin g Commonwealt h Developmen t Corporatio n 
by convertin g i t int o a  jointl y owne d Commonwealt h organisation . I n thei r 
communique, Financ e Minister s requeste d th e Secretary-General : 

"to examin e i n consultatio n wit h Commonwealt h Government s th e 
proposals fo r a  Commonwealt h Developmen t Ban k an d a  Common -
wealth Investmen t Corporatio n a s a  mean s o f mobilizin g greate r 
capital resource s fo r Commonwealt h developin g countries . Th e 
study migh t identif y gap s i n existin g facilities , an d examin e th e 
need for , an d th e feasibilit y of , establishin g a  Commonwealt h 
multilateral financia l institutio n fo r development , an d mak e 
recommendations fo r consideratio n b y membe r Governments . 
It coul d als o loo k int o th e questio n o f furtherin g Commonwealt h 
co-operation i n th e fiel d o f expor t financin g o r re-financing" . 

The Secretary-Genera l ha d previousl y commissione d th e Orio n Ban k t o 
undertake a  stud y o f expor t credi t finance. 1 I n respons e t o th e Financ e 
Ministers ' request , h e convene d earl y i n 197 4 a  workin g grou p t o examin e 
the proposa l t o establis h a  developmen t ban k o r corporation . Th e member s 
of th e group , wh o participate d i n thei r persona l capacities , ar e liste d i n 
Annex I . Ou r term s o f referenc e ar e give n i n Anne x II . Th e proposal s 
submitted i n Dar-es-Salaa m ar e give n i n ful l i n Annexe s II I and IV . 

2. W e me t fo r tw o week s i n May/June , 1974 , an d the n fo r a  furthe r 
week i n Jul y t o conside r ou r draf t report . A s a n internationa l group , w e 
devoted mos t o f ou r tim e t o a n exchang e o f view s amon g ourselves . W e als o 
invited a  fe w specialist s t o discus s wit h u s area s o f particula r interest . I n 
addition, a  large r numbe r o f banker s an d othe r financia l specialist s wer e 
consulted informall y i n th e cours e o f th e preparator y wor k fo r ou r meetings . 
Those consulte d ar e liste d i n Anne x V . 

3. W e interprete d ou r term s o f referenc e freel y a s a n instructio n t o 
explore a  wid e rang e o f possibl e financia l needs . Th e ter m "developmen t 
bank", a t th e internationa l level , ha s com e t o b e associate d wit h th e Worl d 
Bank an d th e regiona l bank s whic h i n som e respect s a r e modelle d o n it , 
while th e ter m "developmen t corporation " i s generall y applie d t o financia l 
institutions whic h provid e equit y a s wel l a s loa n capital . W e did no t se e 
ourselves a s restr ic te d t o a  discussio n o f thes e tw o institutiona l types . 

1. Commonwealt h Expor t Credi t Finance , Repor t b y th e Orio n Ban k 
Mission, June , 1973 . 
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4 . I n accordanc e wit h th e Financ e M i n i s t e r s ' communiqu e w e s ta r te d 
from th e quest ion : I s t h e r e a  ga p i n th e exis t in g financia l s e r v i c e s availabl e 
for financin g o f development i n Commonwealt h coun t r i e s , an d woul d suc h a 
gap b e fille d effectivel y b y th e crea t io n o f a  ne w inst i tut ion , expecial l y a 
Commonwealth inst i tut ion , r a t h e r tha n b y a n expansio n o f th e s e r v i c e s 
provided b y inst i tut ion s a l read y i n exis tence ? 
That doe s no t mea n tha t w e r u ou t fro m th e s t a r t an y functio n a l read y 
being performe d b y exis t in g ins t i tu t ions , fo r th e gap s t o b e identifie d migh t 
in p r inc ip l e hav e bee n o f an y o f th e followin g t y p e s : 

(a) financ e an d financia l s e r v i c e s i n form s a t p r e sen t no t 
adequately avai lab le ; 

(b) financ e an d financia l s e r v i c e s whic h hav e bee n shape d 
p r imar i ly t o mee t th e need s o f develope d coun t r i e s , an d 
which r e q u i r e adaptatio n t o mee t developin g coun t r i e s ' 
needs ; 

(c) financ e an d financia l s e r v i c e s whic h a r e l ikel y t o b e 
more effectivel y avai labl e i f t h e r e i s inc rease d competitio n 
among th e inst i tut ion s providin g them ; 

(d) ne w way s o f combinin g financ e an d financia l s e r v i c e s o f 
different type s t o mee t comple x n e e d s . 

5 . I n th e cours e o f d i scuss ion , w e gav e mos t attentio n t o a  Commonwealt h 
financial facilit y whic h woul d b e additiona l i n a  functiona l o r qualitativ e sense , 
i . e . t o th e identificatio n o f need s whic h exist in g inst i tut ion s a r e unlikel y t o 
meet. Bu t w e wer e consc ious , a l s o , o f th e nee d fo r a  financia l facilit y whic h 
would b e additiona l i n th e quantitat iv e s e n s e , i . e . on e whic h woul d inc reas e 
the r e s o u r c e s avai labl e t o developin g coun t r i e s . Additionalit y i n thi s sens e 
can b e achieve d i n an y o f a t l eas t fou r ways : 

(a) a n i n c r e a s e i n th e p r imar y flow  o f concess ionar y financ e 
from exis t in g s o u r c e s , measure d i n t e rm s o f gran t equivalent ; 

(b) th e tappin g o f ne w sou rce s o f concess ionar y finance , a ls o 
measured i n t e rm s o f gran t equivalent ; 

(c) ins t rument s t o enabl e count r ie s t o ge t be t t e r valu e ou t o f 
the r e s o u r c e s a l read y ava i lab le , e . g . throug h lowe r p r i c e s 
for equipmen t o r mor e advantageou s c o n t r a c t s , measure d 
in t e rm s o f cos t s saved ; 

(d) identificatio n o f h i ther t o unsee n investmen t opportuni t ie s 
which a t t r ac t additiona l ex terna l r e s o u r c e s , measure d i n 
t e rms o f th e discounte d ne t r e t u r n s accru in g t o developin g 
coun t r i e s . 

Whether an y o f thes e i s p re fe rab l e t o th e o the r s mus t i n pa r t b e determine d 
on a  c a s e - b y - c a s e b a s i s i n t e rm s o f th e r e l a t iv e s iz e o f th e gain s tha t a r e 
feasible wit h eac h metho d i n an y p a r t i c u l a r context . A n importan t p rac t i ca l 
question fo r u s t o cons ide r , t h e r e f o r e , w a s : Whic h o f thes e fou r methods , 
in a  Commonwealt h context , i s l ikel y t o b r in g th e bigges t gain s t o developin g 
coun t r i e s , i n a  for m whic h Commonwealt h develope d coun t r i e s , a l s o , wil l 
welcome? 
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