
II. RESOURC E MOBILISATIO N I N A  CHANGING CONTEX T 

Sources o f Developmen t Financ e 

6. I n recen t yea r s , th e mai n thrus t i n th e creatio n o f ne w financia l 
institutions ha s bee n a t th e regiona l an d sub-regiona l levels . I f carrie d to o 
far, thi s tren d coul d lea d t o increasin g fragmentatio n int o regiona l blocks . 
We se e a  danger , furthermore , tha t thi s fragmentatio n coul d b e translate d 
at th e globa l leve l int o a n increasingl y rigi d divisio n o f th e worl d int o tw o 
camps -  develope d an d developing , dono r an d recipient , activ e an d passive . 
The danger s an d indee d th e untrut h o f suc h a  crud e division , fo r develope d 
and developin g countrie s alike , ar e perhap s mor e obviou s i n 197 4 tha n the y 
were a t th e beginnin g o f th e Secon d Developmen t Decade . 

7. W e believ e tha t th e event s o f 197 3 are par t o f a  proces s leadin g t o 
a fundamenta l chang e i n th e relationship s betwee n develope d an d developin g 
countries, tha t thes e relationship s hav e becom e mor e complex , an d tha t a 
simple divisio n betwee n develope d an d developin g countrie s wil l becom e les s 
and les s usefu l a s a  basi s fo r strategy . A n importan t elemen t i n thes e chang -
ing relationship s i s th e curren t concer n ove r supplie s o f ra w materials , 
giving r i s e t o a  nee d fo r a  reorganisatio n o f relationship s betwee n supplyin g 
and consumin g countries , an d fo r improve d way s o f mobilisin g resource s fo r 
the developmen t o f natura l resources . 

8. Fo r developmen t financ e i n general , Commonwealt h countrie s dra w 
on a  wid e rang e o f externa l sources . Th e mai n type s o f sourc e ar e briefl y 
characterised i n Anne x VIII , an d ma y be liste d her e a s : 

(a) internationa l developmen t banks ; 

(b) bilatera l ai d agencies ; 

(c) developmen t financ e corporations ; 

(d) expor t credi t agencies ; 

(e) oversea s bank s permanentl y represente d i n developin g 
countries; 

(f) bank s an d othe r financia l institution s offerin g service s 
as intermediarie s i n th e world' s capita l markets ; 

(g) direc t foreig n investors . 

We believ e tha t th e tren d i s toward s increase d rathe r tha n reduce d diversit y 
in th e source s o f capita l fo r developin g countries , an d tha t necessit y wil l 
drive developin g countrie s t o see k ne w source s i n additio n t o thos e alread y 
available. W e als o believ e tha t thi s coul d b e a  health y trend , a t leas t t o th e 
extent tha t i t reduce s developin g countries ' dependenc e o n th e resources , 
and therefor e th e preferences , o f a  smal l numbe r o f dominan t developmen t 
agencies. 

9. Operationally , however , th e tren d toward s diversit y present s 
developing countrie s wit h tw o majo r problems : 

(a) th e nee d t o sho p aroun d mor e extensivel y i n orde r t o b e 
sure o f obtainin g th e mos t advantageou s terms ; 
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(b) th e complication s tha t ar is e whe n capita l fro m tw o o r 
more source s ha s t o b e brough t togethe r i n a  singl e 
package. 

10. Man y developin g countrie s gaine d experienc e i n shoppin g aroun d 
among ai d agencie s i n th e earl y 1960s , whe n ai d wa s increasingl y availabl e 
from a  numbe r o f relativel y recen t entrant s int o th e field . But  i t wa s alway s 
a time-consumin g activity , whic h impose d a  considerabl e burde n o n th e scarc e 
administrative resource s o f th e recipients . I n the condition s o f th e l970s , whe n 
there i s les s competitio n amon g th e establishe d donors , so  tha t developin g 
countries ar e havin g t o explor e source s o f ne w an d unfamilia r types , thi s 
burden i s likel y t o b e greater . Th e proble m o f comparin g th e tru e cost s o f 
alternative sources , also , i s mor e severe ,e .g . a s betwee n a  ban k whic h 
rel ies primaril y o n it s lendin g margin s an d a  ban k whic h relie s o n a  substantia l 
commission a t th e fron t en d o f a  loa n tha t i t ha s organised . Ther e ma y b e 
problems fo r th e establishe d donors , too , i f the y ar e face d wit h increasin g 
uncertainty concernin g othe r approache s tha t ar e bein g mad e t o financ e a 
project whic h the y ar e themselve s considering . I t would see m bot h wastefu l 
and risk y t o leav e eac h developin g countr y separatel y t o acquir e th e extensiv e 
and detaile d technica l knowledg e tha t th e exploratio n o f ne w source s requires . 

11. Experienc e i n puttin g financia l package s togethe r fo r comple x 
projects i s a t presen t mos t heavil y concentrate d i n som e specialis t merchan t 
banks an d bankin g consortia , th e majo r inter-governmenta l developmen t 
banks, an d developmen t financ e corporations . Merchan t bank s an d othe r 
commercial banks , however , ar e relativel y inexperience d i n th e mobilisatio n 
of package s includin g concessionar y finance , whic h i s usuall y regarde d a s a n 
inter-governmental responsibility ; an d mixture s o f commercia l an d concession -
ary financ e ar e likel y t o becom e increasingl y common , e .g . wher e th e exploi -
tation o f natura l resource s i n a  remot e par t o f a  countr y require s som e 
concessionary financ e fo r infrastructure . I n the inter-governmenta l develop -
ment banks , official s wit h experienc e o f puttin g a  mixe d financia l packag e 
together see m t o b e agree d tha t i t i s a  difficult , length y an d highl y specialise d 
task, whic h the y ten d t o regar d a s subsidiar y t o thei r mai n tas k o f direc t 
financing o f projects , usin g th e resource s o f th e bank s tha t the y serve . 
Generally speaking , inter-governmenta l developmen t bank s ar e reluctan t t o 
become involve d i n project s i n whic h the y ar e no t th e mai n sourc e o f finance , 
because o f th e complication s tha t thi s introduce s int o th e proces s o f projec t 
appraisal an d control . Developmen t financ e corporations , notabl y th e 
International Financ e Corporation , hav e bee n mor e energeti c i n seekin g 
additional source s o f finance , bu t her e ther e ar e othe r problems , t o whic h 
we retur n i n pa ras . 1 4 an d 2 4 below . 

The Nee d fo r a  Ne w Intermediar y 

12. W e believ e tha t th e abilit y o f Commonwealt h countrie s t o tak e advan -
tage o f ne w an d changin g opportunitie s coul d b e enhance d b y th e creatio n o f 
an additiona l intermediary , specialisin g i n puttin g th e financ e togethe r fro m 
diverse source s i n thos e field s whic h ten d t o b e finance d i n thi s way . Th e 
case fo r suc h a n intermediar y seem s t o u s t o appl y primaril y bu t no t 
exclusively t o th e directl y productiv e s e c t o r s , 1 an d particularl y t o th e 
exploitation o f natura l resources . W e nav e note d a  widesprea d feelin g tha t 
these sector s ar e no t adequatel y covere d b y existin g source s o f developmen t 
finance, a  vie w whic h seem s t o hav e underlain , fo r instance , th e incorporatio n 
of a  specia l emphasi s o n increasin g productiv e capacit y i n th e creatio n o f th e 
Caribbean Developmen t Bank . 
1 . Th e ter m "directl y productiv e sectors" , a s use d here , cover s manufacturing , 

mining an d petroleum , an d agriculture . Fo r brevity , th e ter m i s shortene d 
in th e remainde r o f th e repor t t o "productiv e sectors" . 
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13. Man y developin g countrie s hav e trie d t o promot e thei r industrialisa -
tion throug h th e mechanism s o f a n ope n marke t economy , relyin g bot h o n 
foreign investor s an d o n domesti c privat e entrepreneurs . Ther e hav e bee n 
some impressiv e successe s i n term s o f increase d aggregat e output . Never -
theless, th e strateg y i s bein g reconsidere d i n th e ligh t o f tw o need s tha t hav e 
appeared: 

(a) a  nee d fo r ne w type s o f agreemen t betwee n foreig n 
investors an d thei r loca l pa r tners, whic h wil l giv e 
confidence t o bot h sides , an d wil l giv e confidenc e t o 
governments tha t the y remai n i n effectiv e contro l o f 
the developmen t o f thei r countries ' r e sources ; 

(b) a  nee d t o improv e th e interna l distributio n o f th e gains , 
in term s o f employmen t creatio n an d increase d income s 
for th e mas s o f th e people . 

It seem s likel y tha t man y government s wil l t r y t o mee t thes e need s b y increase d 
public interventio n i n th e productiv e sectors , irrespectiv e o f politica l ideology , 
and tha t thi s wil l happe n eve n i n countrie s tha t continu e t o welcom e foreig n 
investors a s par tner s i n join t ventures . I t ma y b e difficult , however , t o matc h 
this proces s i n th e mobilisatio n o f finance , an d i n th e developmen t o f th e 
specialised skill s require d i n financia l negotiations . A n intermediar y perfor -
ming the function s outline d i n para . 12 , therefore, coul d fulfi l a  particularl y 
useful rol e a s ban k t o th e stat e a s entrepreneur . T o fulfi l thi s rol e adequately , 
an intermediar y woul d hav e t o mee t tw o basi c condition s : 

(a) tha t i t shoul d b e committe d t o it s primar y clients , sinc e 
a superficiall y neutra l intermediar y ma y quickl y los e 
plausibility whe n confronte d wit h doubt s abou t who m i t 
"really" represents ; 

(b) tha t it s acceptabilit y t o potentia l source s o f financ e 
should b e solidl y base d o n respec t fo r it s financia l 
integrity an d it s busines s capacity . 

14. On e sever e proble m tha t ha s ar ise n i n countrie s i n whic h th e publi c 
sector i s seekin g increase d participatio n i n productiv e enterpr ises , t o whic h 
the proposa l o f th e Governmen t o f Jamaica , fo r instance , wa s addressed , i s 
the mobilisatio n o f adequat e ventur e capital . A n intermediar y o f th e typ e 
envisaged coul d contribut e i n thre e way s t o solvin g thi s problem : 

(a) i t coul d hel p i n finding , assessin g an d introducin g a n 
appropriate foreig n par tner , havin g regar d t o suc h 
factors a s th e relativ e merit s o f differen t technologica l 
p rocesses ; 

(b) a s a  ban k see n t o b e committe d t o th e interest s o f 
the hos t countr y a s it s client , i t coul d ac t fo r th e hos t 
country i n financia l negotiations , an d coul d hel p i n 
organising it s equit y stak e o n a  soun d financia l basis ; 

(c) withi n limits , a t leas t i n relativel y smal l enterpr ises , 
it coul d hel p wit h th e initia l financin g o f th e hos t 
country's equit y stake , perhap s wit h a  loa n t o b e 
repaid o n som e sor t o f productio n paymen t basi s -
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a functio n whic h a t presen t sometime s fall s t o th e foreig n 
investor, wit h unsatisfactor y result s fo r bot h par t ies . 

We woul d se e dangers , however , fo r a  ne w institutio n whic h ha d th e direc t 
provision o f equit y capita l a s it s majo r function . Th e experienc e o f develop -
ment financ e corporation s ha s repeatedl y show n tha t th e performanc e o f thi s 
function ha s tw o resu l t s : 

(a) heav y an d continuin g involvemen t i n th e managemen t o f 
enterprises i n whic h th e corporatio n ha s invested , whic h 
diverts staf f resource s fro m th e identificatio n an d 
organisation o f ne w investmen t opportunities ; 

(b) a  los s o f flexibility  i n th e corporation' s balanc e sheet . 

Neither o f thes e result s i s compatibl e wit h th e function s outline d i n para s 
12 and 13 . 

15. Severa l o f u s wer e abl e t o recal l case s fro m ou r ow n experience , 
in whic h project s ha d faile d t o com e t o fruitio n becaus e o f th e lac k o f a n 
intermediary capabl e o f assemblin g al l th e element s essentia l t o th e launchin g 
of a  project , ra the r tha n becaus e o f defect s i n th e project s themselves . 
Similarly, i n discussin g th e firs t draf t o f ou r repor t informall y i n ou r ow n 
countries, severa l o f u s foun d tha t ou r proposal s wer e welcome d a s meetin g 
real an d substantia l needs , especiall y b y nationa l developmen t financ e insti -
tutions. Mos t importan t i n ou r vie w i s th e fac t tha t a n intermediar y o f th e 
kind tha t w e envisag e wa s see n a s bein g sufficientl y flexibl e t o mee t th e 
special an d differin g need s o f differen t countries . Furthermore , developin g 
countries' need fo r soun d assistanc e an d advic e i n thei r relationship s wit h 
sources o f commercia l financ e i s implici t i n th e concer n tha t ha s bee n 
expressed i n a  numbe r o f annua l report s o f existin g internationa l financia l 
institutions. Ful l assessmen t o f deman d woul d requir e detaile d an d compre -
hensive exploratio n o f th e view s o f individua l Commonwealt h governments , 
and o f governmen t agencie s suc h a s nationa l developmen t banks . Thi s 
exploration woul d b e addresse d t o th e question s tha t w e ra is e i n Sectio n V , 
and t o mor e detaile d developmen t o f ou r proposal s i n Sectio n VI . I f thes e 
proposals a r e welcome d i n principle , w e sugges t tha t th e necessar y furthe r 
exploration coul d b e don e unde r th e aegi s o f th e Secretary-General . 

The Commonwealth' s Comparativ e Advantag e 

16. I n thi s context , th e Commonwealth' s frequentl y cite d virtue s o f 
diversity o f membership , relativel y eas y communicatio n an d flexibilit y o f 
response ar e no t negligible . Th e Commonwealt h ha s alread y develope d som e 
interesting techniques , notabl y i n technica l assis tance , fo r makin g th e 
distinction betwee n dono r an d recipien t les s rigid . Th e experienc e thu s 
gained provide s a  usefu l startin g point . 

17. Th e argumen t agains t translatin g tha t experienc e int o financia l term s 
has bee n tha t th e numbe r o f Commonwealt h countrie s capabl e o f providin g 
financial ai d i s smalle r tha n th e numbe r capabl e o f providin g technica l 
assis tance. Accordin g t o thi s argument , Commonwealt h developin g countries , 
while the y ma y dra w heavil y o n othe r Commonwealt h countrie s fo r technica l 
assis tance, hav e t o loo k t o channel s whic h dra w on  a  wide r rang e o f source s 
to mee t thei r financia l needs . Figure s fo r ai d t o Commonwealt h countrie s ar e 
given i n Anne x VI.  Bilatera l ai d fro m Commonwealt h develope d countrie s i s 
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about one-thir d o f tota l ai d t o Commonwealt h recipient s a s a  grou p fro m 
DAC membe r countrie s an d multilatera l agencies . Eve n thi s proportio n 
represents a  significan t concentratio n o f effort . Tha t i t i s no t large r i s 
simply a  reflectio n o f th e imbalanc e betwee n develope d an d developin g 
countries i n th e Commonwealt h membership . 

18. Australia , Britain , Canad a an d Ne w Zealan d hav e a  combine d 
GNP equivalen t t o 1 3 pe r cen t o f th e tota l GN P o f DA C membe r countries . 
Their combine d ai d programme s ar e equivalen t t o 15-1 6 pe r cen t o f tota l 
aid fro m DA C membe r countries . Commonwealt h developin g countries , i n 
contrast, accoun t fo r 4 5 pe r cen t o f th e tota l populatio n o f developin g countries , 
excluding China , Nort h Kore a an d Nort h Vietnam , an d the y ar e th e recipient s 
of abou t 2 5 per cen t o f tota l ai d fro m DA C member countrie s an d multilatera l 
agencies. 

19. S o lon g a s discussio n i s confine d t o th e establishe d framewor k o f 
multilateral an d bilatera l aid , t o th e establishe d source s o f aid , an d t o 
established relationships , i t seem s t o u s tha t thi s imbalanc e i n Commonwealt h 
membership canno t b e lightl y dismissed . I n a  worl d o f rapidl y changin g 
relationships, however , th e Commonwealt h ha s a  specia l advantage . 
Precisely becaus e th e scop e fo r actio n alon g familia r line s ma y b e constraine d 
by the imbalanc e i n Commonwealt h membership , th e proponent s o f an y 
Commonwealth initiativ e ar e force d int o a n effor t t o re-defin e relationships , 
and t o identif y ne w opportunitie s whic h existin g institutions , wit h a n establi -
shed cod e o f practic e develope d ove r a  numbe r o f yea r s , migh t overlook . I n 
this context , th e diversit y o f Commonwealt h membership , whic h include s 
relatively advance d developin g countrie s a s wel l a s som e o f th e leas t developed , 
becomes on e o f it s greates t strengths . Ther e i s strength , also , i n th e fac t tha t 
its membershi p i s exclusiv e a s wel l a s inclusive , a  circumstanc e whic h require s 
its members , i n al l thei r diversity , t o conside r wha t bind s the m a s wel l a s 
the difference s i n thei r viewpoints . 

20. I n a  financia l context , on e elemen t o f Commonwealt h relationship s 
which seem s t o u s t o hav e considerabl e substanc e i s th e propensit y t o mak e 
use o f th e service s o f th e Cit y o f London . Fo r historica l reasons , a 
Commonwealth countr y wil l normall y hav e a  highe r propensit y t o us e th e 
City o f Londo n fo r it s oversea s financia l business , i n preference t o on e o f 
the othe r majo r internationa l financia l centres , tha n woul d a  non-Common -
wealth countr y i n th e sam e regio n an d wit h th e sam e characteris t ics . Tha t 
this continue s t o b e s o i s onl y partl y attributabl e t o historica l reasons . A 
more substantia l reason , i t seem s saf e t o assume , i s tha t Commonwealt h 
countries continu e t o fin d th e service s o f th e Cit y o f Londo n useful . I t seem s 
to u s tha t n o discussio n o f intra-Commonwealt h financia l relationship s ca n 
afford t o overloo k th e existenc e o f thi s soli d asset . A n instrumen t whic h 
facilitated mor e efficien t us e o f thi s asset , t o th e benefi t o f Commonwealt h 
developing countries , migh t real is e withi n th e Commonwealt h tha t idea l o f a 
mutually advantegeou s relationshi p whic h ha s hithert o figure d mor e prominentl y 
in th e rhetori c o f developmen t cooperatio n tha n i n it s reality . Whil e thi s 
report concentrate s o n the mobilisatio n o f capital , an d henc e o n the need s o f 
developing countries , i t i s clea r tha t bette r us e o f th e marke t i s t o th e advan -
tage o f develope d countrie s also , i n term s o f th e commo n interes t o f al l 
countries i n th e maintenanc e o f orderl y condition s i n th e market , i n th e 
promotion o f t rade , an d i n th e promotio n o f a  climat e fo r investmen t whic h 
ensures a n equitabl e an d secur e distributio n o f re turns . 
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21. Som e indication s o f th e scop e o f Londo n a s a n internationa l financia l 
centre ar e give n i n Anne x VII . I n part icular , Anne x VI I underlines th e signi -
ficance o f London' s emergenc e a s th e mai n centr e o f th e Eurocurrenc y 
market. Commonwealt h developin g countries , o f course , ar e no t th e larges t 
users o f London' s financia l services . On e othe r grou p o f user s whic h i s o f 
special relevanc e t o a  discussio n o f developmen t finance , i n a  contex t o f 
changing internationa l relationships , consist s o f thos e countrie s whic h hav e 
newly acquire d o r greatl y increase d surpluses , fe w o f whic h ar e i n fac t 
Commonwealth members . Bu t Commonwealt h developin g countrie s d o hav e 
some measur e o f specia l acces s t o London , notwithstandin g th e erosio n o f 
discriminatory regulation s i n thei r favour , b y virtu e o f thei r long-standin g 
connections. 

22. Th e precedin g paragraph s hav e bee n concerne d wit h th e Common -
wealth's comparativ e advantag e a s a  framewor k withi n whic h t o establis h a 
new financia l institutio n an d t o develo p ne w relationships . Anothe r argumen t 
of a  mor e politica l natur e whic h need s t o b e considere d -  thoug h i t i s clearl y 
beyond ou r capacit y t o carr y i t t o a  conclusio n -  concern s th e exten t t o whic h 
Commonwealth membe r countrie s se e th e cas e fo r a  ne w institutio n o f som e 
substance an d utilit y a s a  practica l applicatio n o f thei r mor e genera l commit -
ment t o th e principle s o f Commonwealt h cooperation . 

The Capacit y o f Existin g Institution s 

23. Th e function s outline d i n pa ras . 1 2 and 1 3 would b e differen t fro m 
and additiona l t o thos e o f th e Commonwealt h Developmen t Corporation . Th e 
CDC ha s accepte d th e logi c o f para . 14. , to th e poin t tha t 6 5 
of th e 23 3 companie s i n whic h i t ha s investments , includin g 3 2 which ar e 
CDC subsidiaries , ar e directl y unde r it s ow n management . Ou r impressio n 
is tha t th e factor s tha t hav e mad e thi s possibl e include , amon g others : 

(a) it s derivatio n o f it s mone y relativel y cheapl y fro m a 
single majo r sourc e whic h simplifie s contro l a s wel l 
as reducin g it s balanc e shee t problems ; 

(b) a  structur e whic h allow s i t t o accep t a  long-ter m 
managerial commitmen t t o th e project s tha t i t selects ; 

(c) a  coheren t staf f tea m buil t u p ove r a  lon g period , wit h 
relatively littl e turnover . 

We d o no t thin k tha t i t woul d b e eas y t o sustai n thes e feature s i n a n inter -
national corporation , an d w e believ e tha t ther e ar e stron g argument s agains t 
seeking chang e fo r change' s sak e i n a  corporatio n which , afte r a  lon g an d 
difficult initia l period , i s generall y regarde d a s performin g rathe r wel l th e 
role tha t i t ha s develope d fo r itself . 

24. Th e function s tha t w e envisag e ar e ra the r close r t o thos e o f th e 
International Financ e Corporation , an d indee d th e experienc e o f th e IFC , 
and it s wa y o f tacklin g th e problem s i t ha s encountered , figure d prominentl y 
in ou r own  discussions . Apar t fro m th e genera l tendencie s o f developmen t 
finance corporation s mentione d i n para . 14- , w e se e thre e principa l difficul -
ties tha t migh t preven t th e IF C fro m performin g th e function s w e hav e i n mind . 
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First, th e IFC' s art icle s plac e i t firml y i n th e privat e sector. 1 I t does no t 
exist t o assis t th e stat e a s entrepreneu r excep t a s a  minorit y participant , 
and w e do no t se e ho w thi s functio n coul d b e combine d wit h it s primar y role . 
Secondly, eve n i f thi s difficult y coul d b e overcome , a  membershi p o f 9 8 
countries i s a n impedimen t t o th e growt h o f clos e an d continuin g relationship s 
with clien t governments . Thirdly , th e fac t tha t mor e tha n 7 5 per cen t o f it s 
capital i s subscribe d b y develope d countrie s mean s a t th e leas t tha t i t mus t 
remain neutra l a s betwee n foreig n an d domesti c investors , wherea s wha t i s 
required fo r th e function s outline d her e i s a n institutio n committe d t o th e 
interests o f it s primar y client s (se e par a 1 3 above) . 

25. W e hav e als o considere d whethe r th e intermediar y rol e coul d no t 
be equall y wel l performe d b y existin g Commonwealt h bank s an d othe r Londo n 
banks wit h experienc e i n developin g countries , thu s avoidin g th e nee d fo r a 
new institution . Ther e ar e som e sign s tha t thi s i s alread y happenin g - e . g . 
the successfu l offe r b y Kleinwor t Benso n t o ac t fo r th e Governmen t o f Hon g 
Kong in th e financin g o f th e Hon g Kon g underground, whic h wa s announce d 
during ou r firs t roun d o f discussions . W e assum e tha t thi s typ e o f busines s 
will expand , bu t w e als o assum e tha t th e mai n busines s o f thes e bank s wil l 
continue t o b e wit h thei r establishe d clients , an d tha t ther e wil l b e a  growin g 
role fo r a  ban k tha t work s primaril y o r eve n exclusivel y fo r client s i n 
developing countries . Furthermore , circumstance s ar is e i n whic h developin g 
countries wil l ge t th e mos t favourabl e term s b y allowin g contractor s an d thei r 
associated bank s t o compet e i n securin g th e bes t expor t credi t terms , whil e 
they woul d d o bette r t o hav e a  singl e ban k goin g t o th e marke t o n thei r behal f 
to financ e th e dow n payment s an d othe r element s whic h expor t credi t canno t 
cover. I n thi s situatio n a  clea r divisio n o f responsibilit y woul d b e beneficial . 

1. Articl e On e o f th e IFC' s Article s o f Agreemen t states : 

"The purpos e o f th e Corporatio n i s t o furthe r economi c developmen t 
by encouragin g th e growt h o f productiv e privat e enterpris e i n membe r 
countries, particularl y i n th e les s develope d a reas , thu s supplementin g 
the activitie s o f th e Internationa l Ban k fo r Reconstructio n an d 
Development . . . I n carryin g ou t thi s purpose , th e Corporatio n shall : 

i. i n associatio n wit h privat e investors , assis t i n financin g 
the establishment , improvemen t an d expansio n o f productiv e 
private enterprise s whic h woul d contribut e t o th e developmen t 
of it s membe r countrie s b y makin g investments , withou t 
guarantee o f repaymen t b y the membe r governmen t concerned , 
in case s wher e sufficien t privat e capita l i s no t availabl e o n 
reasonable terms ; 

i i . see k t o brin g togethe r investmen t opportunities , domesti c 
and foreig n privat e capital , an d experience d management ; 
and 

iii . see k t o stimulate , an d to hel p creat e condition s conduciv e 
to ,  th e flow  o f privat e capital , domesti c an d foreign , int o 
productive investmen t i n membe r countries . 

The Corporatio n shal l b e guide d i n al l it s decision s b y th e provision s o f 
this ar t ic le . " 
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26. Anothe r possibilit y tha t w e hav e considere d i s th e mor e modes t 
performance o f th e intermediar y rol e b y a  technica l assistanc e tea m operatin g 
as financia l consultants , perhap s unde r th e aegi s o f th e CFTC . Al l thos e 
whom we consulted , however , emphasise d tha t an y institutio n whic h wa s no t 
putting resource s o f it s ow n int o th e loan s i t wa s promotin g woul d ge t a  ver y 
sceptical response . W e conclud e tha t th e function s outline d requir e a  ban k 
equipped wit h sufficien t resource s t o giv e convincin g backin g t o it s promotiona l 
activities, eve n thoug h it s ow n participation i n th e loan s tha t i t pu t togethe r 
could normall y b e quit e small . 

Other, Functions Considere d 

27. I n additio n t o considerin g alternativ e instrument s fo r performin g 
the function s outline d i n pa ra s . 1 2 an d 13 , w e hav e als o considere d othe r 
financial needs , an d possibl e institution s t o mee t them . O f the type s o f 
institution tha t w e considered , th e mai n one s a r e : 

(a) a  developmen t bank ; 

(b) a  developmen t corporation ; 

(c) a  genera l purpos e concessionar y fund , o r "sof t window" ; 

(d) a n expor t credi t facility . 

Our term s o f referenc e require d u s explicitl y t o conside r th e las t o f these . 
Our reason s fo r rejectin g i t ar e give n i n th e nex t paragraph . Ou r reason s 
for givin g a  lowe r priorit y t o th e othe r thre e tha n t o th e creatio n o f a  ban k 
designed alon g line s rathe r simila r t o thos e o f a  project-orient e d merchan t 
bank ar e implici t i n th e argument s o f pa ras . 12-1 4 an d 16-21 . The y ar e 
essentially functional , an d relat e t o th e Commonwealth' s comparativ e advantage . 
In terms o f additionality , w e believ e tha t a  ban k wit h th e function s suggeste d 
could achiev e large r gain s t o developin g countries , i n th e form s se t ou t i n 
p a r a . 5 , tha n an y plausibl e institutio n o f type s (a) , (b ) o r (c ) above . I n 
reaching tha t conclusion , w e d o no t mea n i n an y sens e t o disput e th e cas e 
for a  large r flo w o f concessionar y fund s fro m develope d t o developin g countries , 
which woul d b e a  facto r i n th e creatio n o f a n institutio n o f an y o f thes e thre e 
types. Becaus e thi s i s a  crucia l issu e i n th e creatio n o f an y ne w financia l 
institution fo r developin g countries , ou r genera l view s o n i t ar e se t ou t i n th e 
concluding paragraph s o f thi s section . 

28. Th e questio n o f expor t credi t fo r developin g countries ' export s 
falls int o tw o pa r t s . F i r s t , ther e i s th e questio n o f conventiona l 180-da y 
credit fo r norma l t rade . Here , ther e doe s no t see m t o b e a  majo r problem , 
and w e woul d commen d measure s suc h a s thos e take n b y th e Governmen t o f 
Jamaica, whic h a r e se t ou t i n Anne x I X for illustrativ e purposes . Secondly , 
there i s th e questio n of medium-ter m credi t o n terms whic h enabl e developin g 
countries wit h productiv e capacit y i n th e capita l good s secto r t o compet e 
with develope d countrie s i n wha t ha s recentl y becom e somethin g o f a  "credi t 
race" . Here , w e woul d broadl y endors e th e argumen t o f th e Orio n Bank Study , 
which ca n b e summarise d a s follows : 

(a) Th e mai n claim s o n suc h a  facilit y woul d b e mad e b y a 
ra ther smal l numbe r o f Commonwealt h countries.2 . 

(b) Th e sum s involve d i n financin g th e "extr a cost " o f 

1. Op . cit . pa ra s . 4 4 -  46 . 
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subsidis ing mediu m an d long- te r m expor t credi t a r e smal l 
in re la t io n t o expor t ea rn ings . 1 

(c) Th e provis io n o f thes e sum s fro m externa l sou rce s migh t 
r a i s e d i spropor t iona t e pol i t ica l i s sue s i n t e rm s o f th e 
reac t ion o f export in g i n t e r e s t s i n th e pr inc ipa l dono r 
and lendin g c o u n t r i e s . 2 

On th e bas i s o f th i s argument , w e als o endors e th e pr incipa l conclusio n o f 
the Orio n Ban k Study , t o th e effec t tha t th e burde n o f financin g mediu m an d 
long- te rm credi t "ca n bes t b e mitigate d o r offse t b y appropr ia t e r e c o u r s e t o 
in ternat ional mone y an d capita l m a r k e t s " . 3 W e a t tac h p a r t i c u l a r importanc e 
to th e th i r d o f th e argument s cite d above . T o b e o f r e a l help , a n external l y 
financed expor t credi t facilit y woul d nee d t o b e additiona l t o exist in g source s 
of concess ionar y funds . W e believ e tha t Commonwealt h developin g countr ie s 
will encounte r fewe r p rob lems , an d wil l achiev e a  g r e a t e r additio n t o the i r 
r e s o u r c e s , i f the y p u r s u e suc h a n additio n b y othe r means , enablin g the m t o 
d iver t t he i r ow n r e s o u r c e s thu s save d int o financin g the i r expor t s i n th e 
manner suggeste d b y th e Orio n Study . Thi s conclusion , however , r e l a t e s 
specif ical ly t o a n expor t c redi t financin g o r re- f inancin g facil i ty . W e not e 
the nee d identifie d i n th e Orio n Study , fo r technica l a s s i s t anc e i n th e field s 
of expor t c redi t financ e an d credi t i n su rance . W e a ls o not e tha t th e questio n 
of providin g a n in ternat iona l guarante e facilit y fo r expor t c red i t s i s unde r 
study i n th e Worl d Bank . 

29. A  ban k performin g th e function s tha t w e envisag e woul d b e ver y 
ac t ive i n organis in g developmen t financin g package s i n whic h exist in g source s 
of concess ionar y financ e a r e a  componen t alongsid e loan s o n commercia l t e rms . 
It i s p o s s i b l e , a l s o , tha t c i rcumstance s wil l a r i s e i n whic h b i la te ra l agencie s 
will a s k i t t o adminis te r concess ionar y fund s o n the i r behalf , e i the r a s 
pa r a l l e l financin g o r a s fund s i n t r u s t , fo r whic h i t woul d r e q u i r e th e 
appropr i a t e p o w e r s . I n addit ion , a  si tuatio n migh t a r i s e i n whic h b i la te ra l 
agencies wer e anxiou s t o a s soc ia t e themselve s mor e closel y wit h i t s opera t ions . 
To provid e fo r th i s poss ib i l i ty , th e a r t i c l e s coul d b e drafte d i n a  wa y whic h 
would faci l i tat e th e incorpora t io n o f a  sof t windo w a t a  l a t e r s t age . 

30. Th e cas e fo r mor e r e s o u r c e s fo r developin g countr ie s on  concess ionar y 
t e rms seem s t o u s unquest ionable . A  decis ion t o mak e suc h r e s o u r c e s availabl e 
through Commonwealt h channel s depend s ultimatel y o n th e poli t ica l wil l o f 
member coun t r i e s , whic h w e a r e no t qualifie d t o a s s e s s . I f th e wil l t o es tabl is h 
a Commonwealt h soft- loa n instrumen t doe s ex i s t , however , w e st i l l thin k tha t 
it shoul d ini t ial l y b e kep t quit e s epa ra t e fro m a  ban k performin g th e function s 
that w e hav e i n mind , a t l eas t unti l i t s reputat io n an d imag e a s a  soun d commer -
cial organisa t io n a r e firml y es tab l i shed . 

1. Ibid . p a r a s . 22 , 2 3 an d 4 8 . Eve n fo r India , th e pr inc ipa l countr y 
involved, i t wa s calculate d tha t th e annua l "ex t r a cos t " o f financin g 
a 3  p e r cen t margi n betwee n th e t e rm s o f marke t bor rowin g an d o f 
subs id ised credi t woul d tak e te n y e a r s t o r e a c h £3.6m . 

2. Ibid . p a r a . 18 . 

3 . Ibid . p a r a . 54(b ) 
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