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Commonwealth Secretaria t 

London 



Marlborough Hous e 
Pall Mal l 
London, S.W. I 

26 July , 197 4 

Dear Secretary-Genera l 

You requeste d u s t o explor e whethe r a  ne w Commonwealt h 
Development Ban k o r Corporatio n woul d mak e a  significan t 
contribution t o th e developmen t o f Commonwealt h countrie s an d t o 
Commonwealth co-operation , an d t o conside r wha t migh t b e th e 
structure an d principa l function s o f suc h a  Ban k o r Corporation . 
(Our term s o f referenc e ar e se t ou t i n ful l i n Anne x I I o f ou r 
repor t . ) 

We hav e pleasur e i n submittin g t o yo u th e attache d report . 

In th e cours e o f ou r discussions , w e note d a  rapidl y changin g 
context fo r th e mobilisatio n o f developmen t financ e fo r Commonwealt h 
countries -  primaril y developin g countrie s -  i n whic h th e followin g 
factors nee d t o b e considered : 

(a) increasin g diversit y amon g developin g countries , 
partly a s a  resul t o f difference s i n natura l 
resource endowments ; 

(b) increasin g diversit y i n th e source s o f capita l fo r 
developing countries , notabl y greatl y increase d 
direct us e b y som e countrie s o f capita l markets ; 

(c) a n increasin g tren d toward s financia l "packages" , 
combining commercia l an d concessionar y finance , 
especially fo r project s i n th e directl y productiv e 
sectors ; 

(d) increasin g governmenta l involvemen t i n th e directl y 
productive sec tors , bot h i n publi c secto r project s 
and i n join t ventures ; 

His Excellenc y Mr . Arnol d C . Smit h 
Commonwealth Secretary-Genera l 
Marlborough Hous e 
Pall Mal l 
London, S .W. I 
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(e) relativel y limite d attentio n b y existin g internationa l 
development agencie s t o project s i n directl y 
productive enterpr ises , particularl y i n th e publi c 
sector; 

(f) th e emergenc e o f larg e surplu s fund s requirin g secur e 
investment outlet s yieldin g a n acceptabl e re turn . 

In thes e circumstances , w e considere d tha t ther e i s i n fac t scop e 
for a  ne w Commonwealt h financia l institution , whic h woul d b e bot h usefu l 
and feasible . Ou r repor t propose s th e establishmen t o f a  Commonwealt h 
Investment Bank , th e principa l functio n o f whic h woul d b e t o promot e 
projects i n th e directl y productiv e sectors , especiall y publi c enter -
pr ises an d public/privat e join t ventures . T o thi s end , th e Ban k shoul d 
be se t u p i n a  wa y whic h equip s i t t o concentrat e o n th e mobilisatio n o f 
finance fro m a  wid e rang e o f sources , bot h commercia l an d 
concessionary, an d o n puttin g thes e resource s togethe r i n wel l 
constructed financia l package s whic h serv e developmen t ends . It s rol e 
as a n intermediar y wil l b e bes t serve d i f it s equit y capita l i s kep t 
relatively small , so  tha t i t ha s t o mobilis e additiona l resource s i n orde r 
to operat e o n a  scal e o f an y significance . B y keeping th e equit y small , 
we als o envisag e th e possibilit y o f a n institutio n i n whic h developin g 
countries coul d b e th e majo r shareholders , an d whic h woul d therefor e 
be committe d t o thei r in teres ts . W e conside r tha t a n equit y o f £ 6 millio n 
would b e sufficient , thoug h a  somewha t large r capita l woul d b e preferable . 
Our calculation s sugges t that , o n th e basi s o f thi s equit y augmente d b y 
borrowing, th e Ban k migh t hav e participate d i n project s wit h tota l invest -
ment cost s o f abou t £17 0 millio n withi n 5 - 7 yea r s . 

Because th e institutio n tha t w e propos e differ s i n som e fundamenta l 
respects fro m existin g precedents , w e hav e fel t compelle d t o explore , i n 
more detai l tha n woul d b e norma l i n a  repor t o f thi s kind , som e o f th e 
practical problem s i n th e wa y o f settin g i t up . Thes e includ e staffing , 
funding an d metho d o f operation . However , i n th e cours e o f tw o shor t 
ser ies o f meetings , w e hav e fel t unabl e t o d o mor e tha n sugges t solutions , 
which appea r t o u s t o b e feasibl e i n th e ligh t o f comment s received , bu t 
which woul d requir e furthe r investigation . I f ou r proposa l i s approve d 
in principle , w e woul d envisag e a n extensiv e exploration , unde r th e aegi s 
of th e Secretary-General , o f th e view s o f Commonwealt h government s an d 
financial institution s o n potentia l deman d fo r th e service s o f th e Ban k an d 
on possibl e equit y an d loa n participatio n i n it s funding . W e envisag e thi s 
as a n intermediat e stag e whic h woul d hav e t o preced e establishmen t o f a 
working part y t o dra w u p draf t art icle s o f agreement . Thi s workin g 
party woul d nee d t o giv e clos e attentio n t o a  numbe r o f technica l problem s 
which w e hav e identifie d i n th e repor t a s callin g fo r furthe r study , 
notably th e structur e o f th e Board , ta x liabilit y an d th e mechanic s o f 
establishing th e Ban k a s a n accepte d institutio n i n th e market . 

We believ e tha t th e submissio n o f th e repor t complete s th e tas k 
you aske d u s t o undertake . However , w e remai n a t you r disposal , shoul d 
you wis h t o consul t u s further . 
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In concluding , w e woul d lik e t o e x p r e s s ou r apprecia t io n o f th e 
va r ious expe r t s wh o e i the r cam e t o tal k t o th e Group , o r wh o gav e tim e 
to ou r S e c r e t a r y , M r . Joh n White . Some , thoug h b y n o mean s a l l , o f 
those wh o helpe d u s i n thes e way s a r e l is te d i n Anne x V  o f th e r e p o r t . 
We would also lik e t o than k Mr . Whit e fo r hi s wor k i n preparin g 
mater ia l fo r th e grou p an d fo r hi s unfailin g skil l i n t rans la t in g ou r 
d i scuss ions int o draf t s fo r th e r e p o r t . 

Yours s ince re ly , 
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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 ) 

vii i 
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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 . 

1 



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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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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III. TASK S FO R A  COMMONWEALT H INVESTMEN T BAN K 

3 1 . I n th e p reced in g sec t ion , w e hav e mad e a  cas e i n genera l t e rm s fo r 
a ban k tha t woul d ac t p r imar i l y a s a n in termediar y o n behal f o f government s 
and publi c e n t e r p r i s e s i n Commonwealt h developin g coun t r i e s , support in g 
them i n t h e i r r e l a t ion s wit h ex terna l sou rce s o f concess ionar y an d commercia l 
l oans . Th e purpos e o f th i s sect io n i s t o se t ou t som e majo r t a sk s t o whic h i t 
might a d d r e s s itself , i n ce r t a i n specifi c f ie lds . 

32. A  Commonwealt h Investmen t Bank , a s i t migh t b e cal led , woul d nee d 
to develo p th e genera l ski l l s r equ i r e d fo r projec t - f inancin g i n th e productiv e 
s e c t o r s -  i . e . manufacturin g i ndus t ry , minin g an d a g r i c u l t u r e . Apar t fro m 
these genera l sk i l l s , a s exemplified , fo r i n s t ance , i n th e financin g o f l a r g e -
sca le indus t r ia l p r o j e c t s , th e Ban k woul d nee d t o develo p specia l i s t ski l l s 
r e l a t ed t o th e t a sk s assoc ia te d wit h p a r t i c u l a r proble m a r e a s . I n identi -
fying som e o f t hes e sk i l l s , an d th e t a s k s fo r whic h the y a r e r e q u i r e d , i t i s 
not ou r intentio n t o p rec lud e o the r opera t iona l a r e a s tha t th e Ban k migh t 
en t e r . Ou r purpos e i s simpl y t o specif y som e majo r problem s fo r th e resolut io n 
of whic h a  sui tabl e instrumen t appea r s a t p r e s e n t no t t o ex is t . 

33 . I t i s noteworth y tha t th e lac k o f suc h a n instrumen t ha s a l read y bee n 
felt b y ce r t a i n non-Commonwealt h coun t r i e s . A n argumen t alon g th e l ine s o f 
the p reced in g sect io n seem s t o hav e bee n a n elemen t i n th e establishmen t o f 
an Internat iona l Investmen t Corpora t io n fo r Yugoslavi a an d i n th e intende d 
establ ishment o f a  Eu ro -La t i n America n bank . F o r th e r e a s o n s give n i n 
paras. 19-21 , a bank o r corpora t io n o f th i s typ e es tabl i she d withi n th e Common -
wealth woul d hav e specia l advantages . 

34. A s a n instrumen t fo r facil i tat in g developin g countr ies ' a c c e s s t o 
capital m a r k e t s , a  Commonwealt h Investmen t Ban k woul d nee d th e ski l l s 
r equ i r ed fo r opera t in g i n E u r o c u r r e n c i e s . Recen t event s hav e give n r i s e t o 
a genera l re -examinat io n o f th e E u r o c u r r e n c y marke t , givin g adde d urgenc y 
to th e nee d fo r a n instrumen t whic h wil l promot e o r d e r l y an d pruden t us e 
of th i s marke t o n th e p a r t o f developin g coun t r i e s . Accordin g t o on e a s s e s s -
ment, announce d E u r o c u r r e n c y bor rowin g b y developin g countr ie s i n th e y e a r 
November 1 , 1972 , t o Octobe r 3 1 , 1973 , wa s $ 6 , 5 0 0 m . I I t wa s estimate d 
that tota l bor rowin g b y developin g countr ie s i n th e Eu rocu r r enc y marke t wa s 
p e r h a p s doubl e tha t amount . 

35 . T h e r e a r e som e obviou s dange r s i n th i s t r e n d . A t cu r ren t r a t e s , 
such bor rowin g i s expens ive , an d ca n b e r e n d e r e d muc h mor e expens ive : 

(a) b y wron g a s s e s s m e n t s o f futur e pa r i t y movements , whic h 
can outweigh th e effec t o f i n t e r e s t r a t e s 2 ; 

1. Rothschil d Intercont inenta l Bank , Annua l Repor t , 1973 , p . 7 . 

2 . Ibid . pp . 9 - 1 1 . Th e cos t i n s t e r l in g t e rm s o f bor rowin g ce r t a i n 
E u r o c u r r e n c i e s fo r s i x month s i s est imate d a s havin g range d fro m 
-12% t o +71 % in 1973 . 
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(b) b y borrowin g throug h channel s i n whic h additiona l cost s 
are imposed , o r throug h person s an d institution s o f 
uncertain worth . 1 

In spit e o f thes e dangers , i t seem s unrealisti c t o believ e tha t developin g 
countries wil l den y themselve s acces s t o suc h a  larg e sourc e o f funds . 
From thei r poin t o f view , borrowin g o n thi s marke t ha s th e advantag e o f 
giving greate r freedo m o f action , sinc e i t normall y car r ie s fewe r condition s 
than ar e associate d wit h lendin g o n concessionar y terms . Wher e i t i s use d 
as a n alternativ e t o tie d concessionar y loan s fo r capita l an d semi-capita l 
goods, th e extr a cos t o f borrowin g o n the market , i f knowledgeabl y an d 
skilfully used , ma y be largel y offse t b y saving s o n pric e an d a  mor e advan -
tageous choic e o f equipment . 

36. Th e danger s o f borrowin g i n th e Eurocurrenc y marke t ar e mos t 
likely t o b e avoide d b y thos e bank s whic h hav e a  continuou s an d large-scal e 
involvement i n i t , an d whic h hav e therefor e develope d th e require d specialise d 
skills. Thes e bank s hav e becom e increasingl y involve d i n raisin g general -
purpose loan s fo r th e relativel y fe w developin g countrie s tha t ar e regarde d 
as creditworthy , and , mor e widely , i n th e mobilisatio n o f projec t financ e 
for countrie s whic h canno t borro w simpl y o n the basi s o f thei r overal l 
financial strength . Th e mai n functio n o f a  Commonwealt h Investmen t Ban k 
in thi s field  woul d b e t o identify , maintai n clos e relation s wit h an d facilitat e 
the busines s o f thos e reputabl e bank s whic h ca n plausibl y tak e a  lea d positio n 
in th e syndicatio n o f Eurocurrenc y loans . I t woul d no t normall y tak e a  lea d 
position itself , thoug h i t woul d ofte n nee d t o tak e a  smal l participatio n i n 
whatever financin g i t arranged , i n orde r t o inspir e confidence . 

Mining an d Petroleu m 

37. Th e minera l asset s o f developin g countrie s ma y remai n unexploite d 
or under-exploite d fo r an y o r al l o f fou r mai n reasons : 

(a) a n advers e assessmen t o f politica l ris k o n the par t 
of minin g companies ; 

(b) th e locatio n o f minera l deposit s i n remot e a r ea s , involvin g 
uneconomic infrastructur e costs ; 

(c) failur e t o fin d a  satisfactor y contractua l resolutio n t o 
the conflic t betwee n developin g countries ' legitimat e 
desire t o contro l an d t o deriv e th e benefi t fro m thei r 
own asse ts an d th e desir e o f minin g companie s t o ear n 
what the y regar d a s a  fai r retur n o n investmen t o f a n 
inherently risk y natur e ; 

(d) failur e t o mobilis e th e ver y larg e amount s o f capita l 
required. 

A Commonwealth Investmen t Ban k coul d mak e a  usefu l contributio n i n al l 
four respects , a s se t ou t i n th e nex t fou r paragraphs , an d i n doin g so  coul d 
provide a  servic e o f valu e bot h t o th e countrie s i n whic h mineral s ar e 
located an d t o th e principa l consumers . 

1 Sinc e thes e additiona l cost s ten d t o occu r a t th e fron t en d o f th e 
repayment schedule , e .g . a s enlarge d fe e an d commission , the y hav e 
a disproportionat e impac t o n the discounte d strea m o f repayments . 
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3 8 . Minin g companie s a r e inc reas ing l y unwillin g t o commi t the i r ow n 
r e s o u r c e s t o wha t the y r e g a r d a s a r e a s o f hig h polit ica l r i sk . I t seem s t o 
be genera l l y agree d tha t a n additiona l in termediar y o n th e sid e o f developin g 
c o u n t r i e s , wit h a  stak e o f i t s ow n i n th e developmen t o f ne w mines , coul d 
have a  steadyin g effect . I n p a r t i c u l a r , i t coul d hel p i n th e workin g ou t o f 
a mutuall y acceptabl e unders tanding , givin g th e minin g companie s a 
reasonable a s s u r a n c e o f th e futur e secur i t y o f the i r opera t ions . W e not e 
that t he r e hav e bee n c a s e s i n whic h failur e t o reac h a  sat isfactor y u n d e r -
s tanding, an d henc e failur e t o develo p a  ne w mine , appear s t o hav e bee n 
a t t r ibutable t o th e lac k o f a n in te rmediar y whic h th e developin g countr y 
concerned fel t i t coul d t ru s t completel y a s havin g i t s in te res t s a t h e a r t . 

39. Assessmen t o f poli t ica l r i s k ha s dr ive n minin g companie s t o loo k 
at h igh-cos t bu t al legedl y low- r i s k a r e a s i n develope d count r ies . On e 
r e su l t o f thi s i s tha t deposi t s whic h wer e previousl y regarde d a s uneconomi c 
because o f i n f r a s t ruc tu r e cos t s ma y no w b e wort h recons ider ing , e spec ia l l y 
if th e hos t count ry , a s a  p a r t n e r i n th e v e n t u r e , ca n reduc e th e cos t b y 
secur ing concess ionar y financ e fo r th e in f ras t ruc tu r e element . I f thi s t r en d 
m a t e r i a l i s e s , mixture s o f concess ionar y an d commercia l financ e wil l becom e 
increas ing ly common , posin g a  comple x proble m i n coordination . 

4 0 . Becaus e o f th e siz e an d complexit y o f minin g p ro jec t s , th e mechanism s 
by whic h r e t u r n s a r e d is t r ibute d betwee n minin g compan y an d hos t countr y 
have t o b e negotiate d t o mee t th e c i rcumstance s o f eac h specia l c a s e . Th e 
need fo r a s s i s t a n c e t o developin g count r ie s i n thi s respec t i s widel y 
r ecogn i sed . Ther e hav e bee n occasion s o n whic h contrac t s hav e ha d t o b e 
renegot ia ted af te r som e y e a r s , t o secu r e mor e equitabl e t e r m s . Th e p r o c e s s 
which lead s t o suc h renegot ia t ion s ca n genera t e muc h il l wil l on  bot h s i d e s . 
It woul d c l ea r l y b e p re fe rab l e i f a  mutuall y acceptabl e cont rac t , wit h som e 
chance o f endurin g a s such , coul d b e negotiate d i n th e firs t ins tance . 

4 1 . Th e developmen t o f a  ne w min e i s typicall y finance d o n a  develop -
ment productio n paymen t b a s i s , repayment s bein g geare d t o th e p roceed s o f 
a long- ter m sa le s c o n t r a c t . Governmenta l par t ic ipat io n introduce s a n 
additional pa r t y t o th e cont rac t a s a  complicatin g fac tor . Ther e ha s bee n 
some d i scuss io n o f th e exten t t o whic h cu r r en t p rac t i ce s i n minera l financin g 
need modificatio n t o tak e accoun t o f uncer ta in t y ove r th e problem s t o whic h 
this ne w situatio n ma y giv e r i s e . Whil e th e minin g companie s themselve s 
seem t o hav e adopte d a  mor e flexibl e posit io n o n th e questio n o f governmen t 
par t i c ipa t ion , an d whil e som e o f th e bank s tha t w e consulte d expresse d a 
p re fe rence fo r governmen t par t ic ipa t ion , o r eve n governmen t cont ro l , o n 
the groun d tha t i n th e lon g ru n thi s give s g r e a t e r s tabi l i ty , th e genera l vie w 
seems t o b e tha t ne w financia l ins t rument s wil l hav e t o b e developed . W e 
a r e no t qualifie d t o judg e th e s t rengt h o f th e technica l argument s i n thi s 
d i scuss ion , bu t i t a p p e a r s t o u s a t leas t tha t a  nee d wil l a r i s e fo r a  ban k 
which ha s a  specia l competenc e i n th e technique s o f minera l financin g fo r 
developing c o u n t r i e s , an d whic h wil l the re for e tak e a  lea d i n developin g ne w 
financial technique s i f the y a r e indee d r e q u i r e d . 

Agr icu l tu ra l Product io n 

4 2 . Internat iona l developmen t agencie s hav e recen t l y give n grea t l y 
i nc r ea sed at tentio n t o a g r i c u l t u r e . I t i s a  s ec to r whic h remain s problem -
at ica l fo r bi g in ternat iona l l e n d e r s , becaus e o f th e multiplicit y o f smal l 
final b o r r o w e r s , th e elemen t o f loca l cos t , th e inappropr ia tenes s o f 
the conventiona l c a p i t a l / r e c u r r e n t d is t inc t ion , an d vulnerabi l i t y t o highl y 
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complex non-financia l factor s -  adminis t ra t ion , socia l organisa t ion , climati c 
r i s k , e t c . I n vie w o f th e exten t t o whic h thes e problem s a r e recognised , 
and o f th e in tensi t y wit h whic h solution s a r e bein g sought , i t seem s likel y 
that th e mai n th rus t fo r th e ne w ini t ia t ive s whic h a r e undoubtedl y neede d wil l 
come fro m exist in g ins t i tu t ions . Th e function s tha t w e hav e a l r ead y outlined , 
however , woul d c lea r l y giv e th e ban k a  ro l e i n puttin g togethe r agr icul tura l 
p ro jec t s o f a n organise d commercia l n a t u r e . 

43. A s envisaged , a  Commonwealt h Investmen t Ban k woul d b e especia l l y 
well equippe d t o a s s i s t i n th e organisa t io n o f ag r i cu l tu ra l p rocess in g 
p r o j e c t s . Whe n ag r i cu l tu ra l p roces s in g i s i n th e hand s o f a n establ ishe d 
company wit h exper ienc e i n th i s field , th e financin g o f ne w projec t s i s 
re la t ive ly simple . I t i s becomin g increas ing l y common , however , fo r govern -
ments t o tak e th e vie w tha t ne w p roces s in g pro jec t s shoul d b e establ ishe d 
in th e publi c sec to r o r a s join t v e n t u r e s , i n o r d e r t o con t ro l , an d t o re ta i n 
the incom e from , thi s developmen t o f the i r na tura l r e s o u r c e b a s e . Anothe r 
r ea son give n i s th e nee d t o e n s u r e , throug h th e mechanis m o f governmen t 
par t i c ipa t ion , tha t th e benefit s o f th i s i nc rease d incom e a r e dis t r ibute d 
widely amon g smal l - sca l e ag r i cu l tu ra l p r o d u c e r s , an d a r e no t confine d t o 
a smal l minori t y o f pr ivat e e n t r e p r e n e u r s wh o a l r ead y hav e th e capacit y 
to sav e an d invest . A  Commonwealt h Investmen t Ban k coul d hel p government s 
to a t ta i n thes e object ive s b y organis in g th e ventur e capi ta l o f suc h projec t s 
on a  soun d b a s i s . Withou t suc h he lp , government s ma y b e dr ive n t o adop t 
one o r bot h o f tw o s t r a t e g i e s : 

(a) keepin g th e tota l equit y small , i n o r d e r t o minimis e i t s 
own cas h contr ibutio n whil e re ta inin g overal l con t ro l ; 

(b) seekin g th e a s s i s t anc e o f th e foreig n p a r t n e r i n financin g 
i t s ow n equit y s t ake , e . g . wit h a n agreemen t unde r whic h 
the foreig n pa r tne r accep t s de fe r re d paymen t ou t o f 
the earn ing s o f th e p ro jec t . 

Neither s t r a teg y i s wholel y sa t i s fac to ry . Th e f i rs t ca n resu l t i n sever e 
unde r -cap i t a l i s a t ion . (Case s o f debt /equi t y r a t io s a s hig h a s 20: 1 hav e 
been repor te d t o u s . ) Th e secon d in t roduce s ambiguitie s int o th e substanc e 
of p a r t n e r s h i p , whic h const i tut e a  poten t sourc e o f futur e misunders tanding . 
Additional problem s a r i s e i f th e foreig n p a r t n e r respond s t o th i s unsa t i s -
factory si tuat io n b y seekin g a  managemen t cont rac t i n p re fe renc e t o a n 
equity s t ake , whic h ca n resu l t i n reduce d commitmen t t o th e projec t an d a 
loss o f ta x r e v e n u e . 

4 4 . Th e Bank ' s ac t iv i t ie s i n manufacturin g indus t ry , a l s o , coul d provid e 
useful suppor t fo r ag r i cu l tu r a l development . I n p a r t i c u l a r , w e not e tha t 
f e r t i l i s e r p ro jec t s typical l y involv e a  mixtur e o f concess ionar y an d commercia l 
f inance, whic h give s r i s e t o s i tuat ion s fo r whic h th e Ban k i s explicit l y 
des igned . 

4 5 . Mor e gene ra l ly , th e poss ib i l i t i e s i n ag r i cu l tu r e woul d r equ i r e 
fur ther stud y af te r th e Ban k ha d take n shape . 

Sma l l -Sca le Indus t r i e s 

4 6 . Developmen t agencie s wit h exper ienc e i n th e promotio n o f small -
sca le i ndus t r i e s see m t o b e agree d tha t succes s i n thi s fiel d r e q u i r e s clos e 
and continuin g suppor t durin g a n extende d ini t ia l pe r iod . Thi s suggest s 
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that th e tas k o f promotin g smal l indus t r i e s l ie s pr imar i l y wit h nationa l 
development agenc ie s , o r a t leas t wit h agencie s tha t a r e strongl y an d 
extensively r ep re sen te d i n th e field , sinc e a  loca l p resenc e i s n e c e s s a r y 
for a s sessmen t i n persona l t e rm s o f th e degre e o f en t rep reneur i a l commit -
ment, a s s i s t a n c e i n workin g upa n ide a int o a  viabl e proposi t ion , a s s i s t anc e 
in th e acquis i t io n o f bas i c bus ines s sk i l l s , suc h a s book-keepin g an d ear l y 
warning whe n th e smal l bus ines s man ' s vulnerabi l i t y t o shor t - t e r m problem s 
i s gettin g hi m int o difficulty . Compare d wit h nationa l developmen t bank s 
concerned wit h th e promotio n o f mediu m an d l a r g e - s c a l e i n d u s t r i e s , agencie s 
for th e promotio n o f smal l i ndus t r i e s hav e bee n re la t ive l y litt l e use d b y th e 
major in ternat iona l l ender s a s financia l i n t e rmed ia r i e s , becaus e o f a  p r e -
valent assumptio n tha t the i r mai n nee d i s technica l a s s i s t a n c e . Ye t suc h 
agencies d o nee d financia l suppor t i n th e performanc e o f t he i r r o l e , i n 
assoc ia t ion wit h technica l s e r v i c e s , whic h suggest s tha t a  Commonwealt h 
Investment Ban k coul d fulfi l a  usefu l purpos e i n a  re la t ive l y neglecte d fiel d 
of in ternat iona l developmen t coopera t ion . 

Genera l Purpos e Borrowin g 

4 7 . Th e need s i n re la t io n t o genera l purpos e borrowin g a r e no t 
confined t o thos e count r ie s whic h a r e sufficientl y credi twor th y t o g o t o th e 
marke t . I n additio n t o helpin g cred i twor th y count r ie s t o organis e the i r 
borrowing a s cheapl y a s poss ib l e , a  Commonwealt h Investmen t Ban k coul d 
play a  usefu l ro l e i n helpin g count r ie s t o a s s e s s an d compar e th e t ru e 
worth o f th e s e r v i c e s offere d b y commercia l bank s an d othe r pr ivat e in te r -
m e d i a r i e s , eve n i n count r ie s o f limite d borrowin g capac i ty . 

Other A r e a s Cons idere d 

4 8 . Th e o the r a r e a s tha t w e hav e cons idere d fal l mainl y unde r th e 
heading o f i nv i s ib l e s . I n p a r t i c u l a r , w e hav e looke d a t t h re e a r e a s i n whic h 
it i s frequentl y a rgued , notabl y i n th e contex t o f Uncta d deba tes , tha t th e 
dominance o f develope d coun t r i e s impose s a n unneces sa r y s t r a i n o n develop -
ing coun t r i e s ' foreig n exchang e r e s o u r c e s . Thes e a r e : 

(a) i n su ranc e ; 
(b) shipping ; 
(c) t ou r i sm . 

We d o no t bel iev e tha t simpl y buildin g u p developin g coun t r i e s ' capaci t y 
in thes e th re e a r e a s provide s a n adequat e solutio n t o th e problem s tha t 
a r i s e . I n i n s u r a n c e , w e se e n o eas y wa y o f avoidin g th e cos t o f r e - i n s u r i n g 
in on e o f th e es tabl i she d insu ranc e m a r k e t s . Bot h i n shippin g an d i n 
tour i sm, w e not e tha t cons iderab l e effort s hav e a l r ead y bee n made , an d 
that i n th e ligh t o f exper ienc e man y developin g count r ie s a r e no w r e -
cons ider ing the i r po l i c i e s . W e woul d dra w attentio n t o th e possibi l i t y o f 
expanding th e function s o f th e CFT C i n thes e f ie lds , t o a s s i s t developin g 
coun t r i es i n makin g discr iminat in g us e o f th e faci l i t ie s tha t a r e ava i lab le , 
but w e a r e no t convince d tha t th e problem s a r e pr imar i l y financial , o r tha t 
a financia l in te rmedia r y coul d mak e a  significan t contributio n t o the i r 
solut ion. 

IV. THE TASK OF ESTABLISHING THE BANK 

4 9 . A  ban k capabl e o f respondin g t o th e need s identifie d i n th e tw o 
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preceding section s woul d hav e t o posses s th e followin g character is t ics : 

(a) a  hig h degre e o f operationa l flexibility ; 
(b) knowledg e of , an d a  determinatio n t o wor k with , 

a wid e rang e o f othe r financia l institution s ; 
(c) a  capacit y t o sustai n a n uncompromisingl y business -

like imag e whil e remainin g sensitiv e t o th e develop -
mental aspiration s o f it s principa l clients ; 

(d) a  professiona l comman d o f som e highl y specialise d 
skil ls . 

The performanc e o f it s intermediar y rol e require s abov e al l tha t i t shoul d 
avoid th e tendenc y whic h i s sometime s attribute d t o existin g internationa l 
development agencies , o f imposin g thei r ow n operationa l preference s instea d 
of tryin g t o respon d t o th e preference s o f thei r clients . 

50. T o establis h an d ru n a  ban k wit h thes e characterist ic s wil l impos e 
far greate r demand s bot h o n it s backer s an d o n it s staf f tha n woul d th e 
establishment an d runnin g o f a  mor e o r les s self-containe d operationa l 
agency. Eve n i f th e charg e tha t existin g developmen t agencie s ten d t o 
impose thei r ow n preference s i s ope n t o challenge , i t i s certainl y tru e tha t 
they fin d i t easie r t o operat e i n situation s i n whic h the y retai n a  controllin g 
position. Ou r ai m i n thi s sectio n i s t o provid e a  realisti c assessmen t o f 
some o f th e principa l difficultie s t o be overcome , whic h w e se e a s lyin g 
in fiv e mai n a r e a s : 

(a) th e time-scal e fo r establishin g a  Commonwealt h 
Investment Bank ; 

(b) staffing ; 
(c) relation s wit h membe r countries ; 
(d) relation s wit h non-membe r countries ; 
(e) commercia l an d financia l r i sk . 

In th e concludin g section , w e mak e specifi c suggestion s concernin g th e 
structure o f th e Bank , whic h w e thin k woul d g o som e wa y toward s resolvin g 
these difficulties . Bu t w e d o no t thin k tha t the y ca n be totall y eliminated , 
or tha t the y shoul d b e glosse d over . 

Time-Scale 

51 . Experienc e suggest s tha t th e establishmen t o f a  ne w financia l 
institution tend s t o tak e longe r tha n expected . Ou r view , an d th e vie w o f 
those who m w e hav e consulted , i s tha t i t migh t tak e tw o year s t o buil d u p 
the staf f o f a  Commonweal t Investmen t Ban k t o a  leve l a t whic h i t woul d b e 
capable o f operatin g effectively , an d tha t i t migh t requir e a  furthe r perio d 
of betwee n thre e an d fiv e year s befor e i t ha d buil t u p a  sufficien t volum e 
of busines s t o b e full y self-supportin g an d capabl e o f expamdin g it s operation s 
purely o n th e basi s o f it s ow n record . Durin g thi s initia l period , i t wil l 
require specia l suppor t fro m it s members , thoug h w e d o no t thin k thi s suppor t 
should b e continue d indefinitely . W e have give n a  tentativ e estimat e o f adminis -
trative cost s durin g th e preliminar y two-yea r period , befor e th e Ban k ha s 
begun t o ear n a  norma l income , i n Anne x X . Thes e administrativ e cost s woul d 
have t o b e finance d by , an d woul d fo r a n intermediat e perio d absorb , th e 
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interest o n the Bank' s capital , whic h durin g thi s perio d wil l presumabl y b e 
held i n th e for m o f tim e deposit s an d othe r liqui d a s se t s . However , a s th e 
Bank begin s t o d o business, i t seem s inevitabl e tha t i n th e earl y stages , 
before i t ha s establishe d th e sor t o f reputatio n require d fo r th e performanc e 
of it s intermediar y role , direc t lendin g fro m it s ow n resource s wil l figur e 
more prominentl y i n it s operation s tha n i s ultimatel y envisaged , an d fo r 
this i t wil l nee d extr a backin g on  a  temporar y bas is . 
52. W e hav e identifie d tw o majo r respect s -  th e incorporatio n o f a 
soft windo w an d th e provisio n o f ventur e capita l -  i n whic h th e Ban k ma y 
have t o reconside r it s positio n onc e i t i s securel y established . Further -
more, w e hav e suggeste d abov e tha t a  transitiona l perio d wil l b e require d 
before th e Ban k ca n develo p it s intermediar y ro le . Ther e i s clearl y a 
danger tha t i n th e proces s o f establishin g itsel f th e Ban k coul d becom e 
committed t o practice s whic h woul d imped e a  subsequen t revie w o f thes e 
issues , an d whic h migh t therefor e preven t i t fro m functionin g a s intended . 
The phasin g o f th e Bank' s transitio n fro m on e stag e t o anothe r wil l nee d t o 
be carefull y though t ou t i n advance , an d precaution s take n agains t th e 
onset o f operationa l rigidity . 

Staffing 

53. Th e Ban k wil l b e grante d authorise d statu s b y H M Treasury, 1 

and wil l gai n acceptanc e fro m th e commercia l bank s wit h which i t wil l nee d 
close relat ions , onl y i f i t i s see n t o be ru n b y peopl e wit h th e experienc e 
and qualification s tha t th e performanc e o f it s function s requires . Staf f o f 
the require d standin g wil l no t b e eas y t o find , an d t o attrac t the m wil l 
require th e paymen t o f internationall y competitiv e sa la r ies . Apar t fro m th e 
crucial questio n o f th e appointmen t o f th e chie f executive , w e se e thre e 
main staffin g need s whic h ma y be difficul t t o fulfil : 

(a) a  specialis t i n U K exchang e control ; 
(b) a t leas t on e f irs t-clas s foreig n exchang e dealer , an d 

eventually a  team ; 
(c) severa l banker s wit h experienc e o f puttin g project s 

together i n developin g countries , especiall y i n th e 
natural resource s sec tors . 

We d o no t thin k thes e problem s ar e insuperable , especiall y a s w e d o no t 
envisage a  larg e staff , perhap s twent y to twenty-fiv e professional s i n th e 
fourth yea r (se e Anne x X) . However , ther e ar e tw o requirement s fo r 
their solution : 

(a) tha t th e Ban k shoul d b e see n t o hav e th e substantia l 
backing, preferabl y a s shareholders , o f a  numbe r o f 
private bank s wit h establishe d reputation s i n th e 
City o f London ; 

(b) tha t th e governmenta l shareholder s shoul d recognis e 
the overwhelmin g importanc e o f recruitin g th e bes t 
staff possible , no t necessari l y rulin g ou t non-Common -
wealth citizen s i n specialis t positions . 

In thi s paragraph , i t i s assume d tha t th e Ban k would b e locate d 
in Londo n -  cf . pa ra . 7 7 below . 
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54. Th e ke y t o effectiv e staffing , a s indee d t o man y othe r a spec t s o f 
the Bank ' s development , i s th e appointmen t o f th e chie f execut ive . W e 
assume tha t th e nee d t o mak e thi s appointmen t o n th e b a s i s o f persona l 
quality an d profess iona l qualification s wil l b e widel y recogn ised , an d tha t 
poli t ical cons idera t ion s wil l en te r onl y t o th e exten t tha t t he r e a r e ce r ta i n 
obvious minimu m condition s o f acceptabi l i t y tha t nee d t o b e met . 

Relat ions wit h Membe r Count r ie s 

5 5 . W e hav e suggeste d tha t th e Ban k wil l r equ i r e som e for m o f specia l 
support i n i t s ea r l y y e a r s . I t woul d b e al ie n bot h t o th e spi r i t an d t o th e 
substance o f ou r proposa l t o expec t tha t suppor t t o com e exclusivel y o r 
even pr imar i l y fro m Commonwealt h develope d c o u n t r i e s . A  questio n a r i s e s , 
t h e r e f o r e , concernin g th e exten t t o whic h th e poli t ica l wil l e x i s t s , o n th e 
pa r t o f Commonwealt h develope d an d developin g count r ie s a l ike , t o giv e th e 
Bank effectiv e suppor t i n i t s ini t ia l funding . Th e answe r t o tha t questio n 
depends par t l y o n th e amoun t o f suppor t r e q u i r e d . I n th e nex t sect ion , w e 
suggest tha t i t woul d b e poss ib l e an d indee d des i rab l e t o es tabl i s h th e Ban k 
with a n equit y an d loa n capi ta l s t r uc tu r e whic h impose s a  re la t ive l y smal l 
burden o n i t s members . 

56. The r e a r e tw o othe r r e s p e c t s i n whic h th e att i tud e o f count r ie s 
consider ing th e poss ibi l i t y o f par t ic ipat in g i n a  Commonwealt h Investmen t 
Bank need s carefu l a s s e s s m e n t . F i r s t , doe s th e potentia l uti l i t y o f th e Ban k 
const i tute a  sufficien t inducemen t t o membe r count r ie s t o br in g bus ines s t o 
it i n th e e a r l y y e a r s o f i t s development ? I n ou r view , thi s questio n ha s a t 
leas t a s significan t a  bea r in g o n th e abil i t y o f th e Ban k t o es tabl is h i tsel f 
a s th e quest io n o f funding . Secondly , wil l th e Bank ' s nee d t o a t t r ac t 
bus iness provid e a  sufficien t a s s u r a n c e tha t i t wil l endeavou r t o mee t i t s 
members ' r e q u i r e m e n t s , withou t th e impositio n o f poli t ica l cont ro ls ? T o 
es tab l i sh i tsel f a s a  c red ib l e mobi l ise r o f externa l cap i ta l , th e Ban k wil l 
need cons iderab l e freedo m o f ac t ion . Pol i t ica l con t ro l s , whil e superficial l y 
seeming t o b r in g i t mor e c lose l y int o conformit y wit h members ' r e q u i r e -
ments , coul d f rus t ra t e i t i n th e performanc e o f i t s pr incipa l function . 

Relat ions wit h Non-Membe r Count r ie s 

57 . I n som e r e s p e c t s , notabl y i n th e syndicatio n o f loans , th e mobili -
sat ion o f expor t c r e d i t s , an d procurement , t o confin e th e Ban k t o operat ion s 
in Commonwealt h count r i e s migh t b e undul y r e s t r i c t i v e . A t th e sam e t ime , 
the cas e fo r th e Ban k a s a  Commonwealt h inst i tut io n r e s t s o n a  belie f tha t 
the Commonwealt h re la t ionsh i p i s advantageou s t o a l l i t s members , includin g 
i t s develope d countr y members . Thi s cas e wil l b e s t rengthene d i f th e 
genera l ly d e s i r a b l e p r inc ip le s o f freedo m t o see k procuremen t fro m th e 
cheapest sourc e o f suppl y an d t o explor e a l l possibl e source s o f capi ta l a r e 
tempered wit h som e measur e o f Commonwealt h p r e f e r e n c e , bu t i t wil l no t 
be eas y t o s t r ik e th e r igh t b a l a n c e , an d eve n l e s s eas y t o t r ans l a t e tha t 
balance int o water t igh t lega l p r o v i s i o n s . 

Commercial an d F inanc ia l Ris k 

58 . A  ban k whic h i s p r imar i l y concerne d wit h th e financin g o f p ro jec t s 
in th e productiv e s e c t o r s depend s essen t ia l l y fo r i t s incom e o n th e profit -
abi l i ty o f th e e n t e r p r i s e s tha t i t s u p p o r t s . F o r ce r ta in t y o f repayment , 
it depend s o n th e s t rengt h o f th e secur i t y tha t i t ca n t a k e . I t wil l o f cours e 
seek th e norma l a s s u r a n c e s o f appropr ia t e gua ran tee s an d othe r form s o f 
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security i n it s operations . Bu t i t shoul d no t see k specia l protectio n i n 
respect o f an y r isk s inheren t i n th e project s whic h i t finances , an d shoul d 
be steere d awa y fro m th e temptatio n t o rel y o n governmen t guarantee s a s 
the mai n elemen t i n it s ow n creditworthiness . I f a  significan t proportio n 
of th e enterprise s supporte d b y th e Ban k fail , i t , too , wil l hav e failed , an d 
its shareholder s wil l stan d t o los e thei r equit y stake . W e believ e tha t 
this r is k shoul d b e faced , a s a  necessar y disciplin e i n th e Bank' s operations . 
We d o no t believ e tha t th e area s o f nee d whic h w e hav e identifie d requir e 
an institutio n whic h i s se t u p t o mak e losses . 

59. Fo r a n institutio n whic h bot h borrow s an d lend s o n essentiall y 
commercial term s ther e i s , however , a  mor e genera l ris k relatin g t o th e 
creditworthiness o f borrowin g countries . Indeed , th e questio n ar ise s 
whether operation s o n suc h term s ar e appropriat e t o som e o f th e poore r 
Commonwealth countrie s wit h particularl y difficul t developmen t tasks . I n 
this connection , w e conside r tha t th e cas e fo r a  ban k o f th e typ e tha t w e 
envisage res t s partl y o n evidenc e whic h suggest s tha t eve n i n th e poores t 
countries ther e ar e project s offerin g th e potentia l o f hig h economi c re turns , 
but whic h ar e hel d u p b y problem s o f assemblin g th e neede d financial , 
technical an d manageria l package . Probabl y al l countrie s resor t t o 
borrowing o n commercia l term s i n additio n t o assistanc e receive d o n con -
cessionary terms . B y helpin g t o ensur e tha t suc h borrowin g woul d b e 
undertaken o n th e mos t favourabl e term s an d conditions , an d tha t th e project s 
financed woul d b e effectiv e i n earnin g o r savin g foreig n exchange , a 
Commonwealth Investmen t Ban k woul d i n fac t strengthe n th e creditworthines s 
of th e borrowin g country . Thi s woul d no t b e sufficien t i n itsel f t o guar d 
against th e possibilitie s o f balanc e o f paymen t an d debt-servicin g difficultie s 
in borrowin g countries . However , o n the assumptio n tha t Commonwealt h 
countries woul d valu e th e service s provide d b y a  Commonwealt h Investmen t 
Bank, i t woul d b e importan t tha t the y shoul d protec t th e Bank' s ow n abilit y 
to borrow b y avoidin g defaul t o n thei r deb t servic e liabilitie s t o th e Bank . 

V. RECOMMENDATION S 

Functions o f a  Commonwealt h Investmen t Ban k 

60. W e propos e th e establishmen t o f a  Commonwealt h Investmen t Ban k 
with th e followin g principa l function s : 

(a) t o tak e a  financia l participatio n i n an d t o assis t th e 
efforts o f Commonwealt h countrie s t o diversif y an d 
enlarge thei r source s o f externa l capital ; 

(b) t o assis t Commonwealt h countrie s i n th e identificatio n 
and preparatio n o f projects , especiall y project s i n 
the productiv e sectors , an d i n th e mobilisatio n o f 
finance fo r suc h projects ; 

(c) t o assis t Commonwealt h countrie s i n organisin g th e 
capital structur e o f project s o n a  soun d financia l 
bas i s , especiall y project s i n whic h government s o r 
public enterprise s ar e majo r participants ; 

(d) t o assis t Commonwealt h countrie s i n th e identificatio n 
of an d negotiation s wit h suitabl e foreig n partner s i n th e 
promotion o f join t ventures ; 

20 



(e) t o ac t generall y a s a  financia l intermediary , especiall y 
in field s i n whic h othe r financia l entitie s involve d 
are likel y t o includ e bot h commercia l an d concessionar y 
sources o f capital . 

Our remainin g recommendation s ar e intende d t o provid e th e outlin e o f a 
bank whic h w e believ e t o b e bot h feasibl e an d appropriat e t o th e function s 
that w e hav e listed . 

Operations 

61. Th e essentia l characterist i c o f th e propose d ban k i s tha t i t shoul d 
operate constantl y wit h an d amon g th e followin g mai n groups : 

(a) Commonwealt h countr y governments ; 
(b) Commonwealt h countr y publi c enterprise s an d public / 

private join t ventures ; 
(c) Commonwealt h countr y privat e companies ; 
(d) foreig n companie s investin g i n Commonwealt h countries ; 
(e) bank s actin g fo r (d) , an d othe r commercia l banks ; 
(f) expor t credi t agencies ; 
(g) internationa l developmen t banks ; 
(h) internationa l developmen t financ e corporations ; 
(i) bilatera l ai d agencies . 

It woul d ac t primaril y fo r (a ) an d (b ) as it s clients , mobilisin g financ e o n 
the bes t possibl e term s fro m (e ) and (f) , i n clos e cooperatio n wit h (g) , (h ) 
and (i) . T o thi s end , i t woul d normall y recko n t o tak e a  smal l participatio n 
of it s ow n i n whateve r financin g i t arranged , bu t onl y unde r exceptiona l 
circumstances woul d i t tak e th e positio n o f lea d ban k o r principa l sourc e o f 
finance. Th e bul k o f i t s operation s woul d tak e th e for m o f puttin g package s 
together i n th e way s bes t suite d t o it s clients , rathe r tha n direc t lendin g 
for project s i n accordanc e wit h som e se t polic y o f project-financing . 

62. I t shoul d aim , therefore , t o kee p it s averag e participatio n -  i . e . 
the loa n an d equit y investment s on  i t s balanc e sheet , expresse d a s a 
percentage o f th e tota l investmen t cost s o f th e enterprise s i n whic h i t i s a 
participant -  wel l belo w th e leve l typica l o f a  developmen t financ e corpo -
ration, an d close r t o th e leve l preferre d b y merchan t banks . 1  W e believ e 

The CDC , a  corporatio n whic h i s conspicuou s i n it s willingnes s t o tak e a 
relatively larg e holding , wit h th e concomitan t manageria l responsibility , 
estimates i t s overal l leve l o f participatio n a t 2 0 pe r cent . Th e IFC , i n 
i ts annua l repor t fo r 1972 , give s 1 9 per cen t fo r th e year 's operations , 
rising t o 3 1 pe r cen t fo r ne w busines s i n 1973 , whe n improve d prospect s 
for sellin g participation s i n it s ow n investments enable d i t t o increas e 
its initia l share . Th e preferenc e o f merchan t banks , accordin g t o 
one assessmen t give n t o u s , i s fo r a  shar e rangin g fro m 1 0 pe r cen t i n 
relatively smal l project s t o a s littl e a s 3  pe r cen t i n case s i n whic h 
large tota l amount s ar e required , whil e i n som e bank s ther e i s a 
trend toward s operatin g purel y o n a  fee-earnin g bas i s . 
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that i t shoul d ai m fo r a n ave rag e par t ic ipa t io n o f 1 0 pe r cen t in i t ia l ly , an d 
that thi s percen tag e shoul d declin e a s th e Bank ' s reputat io n a s a n effectiv e 
mobi l iser o f capi ta l fo r i t s c l ient s become s s t r o n g e r . Th e Ban k woul d 
then b e usin g i t s ow n loa n an d equit y capi ta l a s a n ea rnes t o f i t s suppor t 
for p ro jec t s i n whic h i t s mai n purpos e woul d b e t o a r r a n g e muc h l a r g e r 
amounts fro m th e mixture s o f sou rce s suggeste d i n th e precedin g p a r a g r a p h . 

63 . I t shoul d b e empowere d t o mak e equit y inves tments , bu t i t shoul d 
use thi s powe r ini t ia l l y onl y whe n a n equit y contributio n i s a n es sen t i a l 
element i n a  l a r g e r package . I t shoul d no t r e g a r d d i rec t investmen t i n 
equity a s a  majo r instrumen t i n i t s ope ra t ions . 

64 . Thes e opera t ion s woul d yiel d a n income , i n th e for m o f th e margi n 
on th e Bank ' s lendin g an d invest igat io n an d managemen t fee s whic h i t 
would charg e fo r i t s s e r v i c e s . 

Size o f Cap i ta l , Sou rce s o f Fund s an d Scal e o f Opera t ion s 

65 . W e cons ide r i t des i r ab l e t o kee p bot h th e i ssue d capita l an d th e 
balance shee t o f th e Ban k re la t ive l y small , i n keepin g wit h th e emphasi s 
given t o th e r a i s in g an d syndicatio n o f financ e fro m a  wid e rang e o f s o u r c e s . 
If th e suggeste d par t ic ipat io n leve l o f 1 0 p e r cen t ca n b e he ld , w e believ e 
that a n ini t ia l paid-u p capi ta l o f som e £6 m woul d provid e a n adequat e b a s e , 
though som e a s s e s s m e n t s sugges t tha t a n i ssue d capi ta l of , say , £10 m 
would giv e a  mor e tha n propor t ionat e i n c r e a s e o f confidenc e t o potentia l 
d e p o s i t o r s . 

66. O n to p o f a  £6 m equit y b a s e , th e Ban k woul d nee d a n ini t ia l 
a s s u r a n c e o f mediu m an d long-ter m loan s t o becom e avai labl e a s i t s 
opera t ions deve lop , becaus e i t wil l no t b e abl e t o bor ro w o n th e marke t 
until i t s opera t ion s hav e es tabl i she d a  sa t i s fac tor y " t r ac k r e c o r d " . I n th e 
f i rs t phas e o f i t s evolution , a  reasonab l e ai m migh t b e t o buil d u p a  debt / 
equity r a t i o o f 3 : 1 , givin g a  tota l ba lanc e shee t of , say , £25m . W e hav e 
cons idered fou r mai n way s i n whic h thi s ini t ia l expansio n coul d b e financed : 

(a) cal labl e capi ta l a s backin g fo r bon d i s s u e s , o n th e 
model o f exis t in g in ternat iona l developmen t bank s ; 

(b) a  guarante e b y th e s h a r e h o l d e r s , t o bac k borrowin g 
for a  limite d an d fixe d pe r iod , sa y seve n y e a r s , unti l 
the Ban k ca n bor ro w o n th e b a s i s o f i t s ow n r e c o r d 
and balanc e shee t ; 

(c) a n i s su e o f deben ture s underwr i t te n b y th e s h a r e h o l d e r s , 
so tha t an y shortfal l i n th e i s su e wil l b e take n u p b y th e 
s h a r e h o l d e r s themse lves ; 

(d) a  commitmen t o f mediu m an d lon g te r m loan s b y th e 
governmental an d publi c s e c t o r s h a r e h o l d e r s , t o b e 
taken u p a s opera t ion s r e q u i r e i t , contr ibut ion s t o 
which woul d b e o n a  negotiate d b a s i s r a t h e r tha n 
p ro r a t a t o s h a r e s i n th e equity . 

We d o no t recommen d (a) , o n th e groun d tha t th i s typ e o f capi ta l s t ruc tu r e 
would giv e th e Ban k a n imag e to o c los e t o tha t o f exist in g developmen t bank s 
and woul d mak e i t to o dependen t o n th e backin g o f i t s s t ronges t members . 
We bel iev e tha t metho d (d ) woul d b e th e mos t consis ten t wit h th e es tab l i sh -
ment o f a  bus iness l ik e bankin g inst i tut io n whic h woul d insp i r e i t s 
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commercial partner s wit h confidence . Method s (b ) and (c ) migh t involv e 
lengthy procedures . However , i f i t appeare d tha t metho d (b ) o r (c ) gav e 
better prospect s tha n (d ) o f raisin g th e sum s neede d o n reasonabl y 
favourable term s the n the y woul d hav e t o be seriousl y considered . 

67. I n additio n t o th e initia l resource s o f £6 m equity , plu s £19 m raise d 
in th e for m o f loan s a s envisage d i n th e previou s paragraph,w e woul d als o 
expect th e Ban k t o develo p th e abilit y t o rais e an d plac e deposit s on  th e 
London Inter-Ban k Marke t an d fro m th e surpluse s availabl e fro m Common -
wealth government s (ou r assumptio n concernin g th e latte r sourc e bein g 
that ther e i s roo m fo r a n additiona l financia l institutio n i n thi s field , i n 
which th e Crow n Agent s an d som e commercia l bank s ar e alread y active) , 
and i n du e cours e t o increas e it s debt/equit y rati o t o a  stil l conservativ e 
6 : 1 , givin g a  balanc e shee t tota l of , say , £40-45m . W e would expec t thi s 
process t o tak e perhap s betwee n fiv e an d seve n year s fro m th e effectiv e 
beginning o f operations . Durin g tha t period , w e woul d expec t o n a 
conservative basi s tha t th e Ban k woul d hav e disburse d 5 0 pe r cen t o f it s 
equity an d loa n capital , or , say , £13 m i n long-ter m loan s an d equit y 
participations i n Commonwealt h projects . Th e tota l financ e mobilise d fro m 
all source s fo r thes e projects , o n th e basi s o f th e Bank' s averag e partici -
pation o f 1 0 pe r cent , woul d b e £l30m . W e would als o expec t th e Ban k t o 
get a  simila r leverag e o n 2 0 pe r cen t o f th e deposit s raise d o n the marke t 
(say £4m ) in shorte r ter m loans , resultin g i n participatio n i n a  furthe r 
investment o f perhap s £40m , givin g th e Ban k a  participatio n i n tota l invest -
ments amountin g t o £170 m fro m al l sources . 

68. W e believ e tha t furthe r prognosticatio n concernin g th e exten t 
of busines s t o be undertake n woul d no w b e premature . However , w e woul d 
emphasise tha t th e figure s suggeste d her e relat e onl y t o th e perio d durin g 
which th e Ban k i s establishin g itself , fo r whic h cautiou s estimate s ar e 
most necessary . I t woul d clearl y b e desirabl e t o provid e fo r th e possibilit y 
of stead y expansio n onc e thi s difficul t initia l phas e i s completed , b y equippin g 
it t o increas e it s equit y bas e a t a  late r stag e i n it s development . Thi s coul d 
be achieve d b y givin g i t a n authorise d capita l i n th e regio n o f £30m . 

Capital Structur e 

69. W e believ e tha t th e Ban k wil l b e bes t equippe d t o carr y ou t it s 
functions i f Commonwealt h developin g countrie s hav e a  dominan t thoug h no t 
necessari ly a  controllin g positio n i n i t , wit h Commonwealt h develope d 
countries an d commercia l bank s a s thei r par tners . W e als o believ e tha t 
this i s feasibl e withi n th e amount s suggeste d above . W e hav e considere d 
reducing th e burde n on  developing countrie s b y suc h device s a s th e sub -
scription o f par t o f th e capita l i n th e subscriber ' s ow n currency , bu t w e 
have rejecte d them , fo r th e sam e reaso n a s ou r rejectio n o f th e notio n o f 
a larg e elemen t o f callabl e capital . Suc h device s shoul d no t b e necessar y 
with a  capita l o f th e siz e tha t w e envisage , an d coul d introduc e a n elemen t 
of ambiguit y int o th e Bank' s business-lik e imag e an d int o it s loyalties . Th e 
paid-up capita l shoul d i n ou r vie w b e wholl y subscribe d i n convertibl e 
currencies , i n a  singl e instalment . 

70. W e hav e i n min d a n apportionmen t o f th e capita l roughl y a s 
follows : 

(a) 4 0 pe r cen t o r mor e t o government s an d publi c corporation s 
in Commonwealt h developin g countries ; 
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(b) 3 0 pe r cen t o r l e s s t o government s an d publi c corpora t ion s 
in Commonwealt h develope d coun t r i e s ; 

(c) 3 0 pe r cen t o r l e s s t o Commonwealt h commercia l banks , 
or t o bank s i n whic h Commonwealt h bank s hav e a 
minimum holdin g of , say , 2 5 p e r cen t . 

Within th e f i rs t tw o c a t e g o r i e s , a  countr y quot a syste m woul d hav e t o b e 
devised a s a  guid e fo r th e f i rs t capi ta l i s s u e , bu t w e hop e tha t th i s syste m 
would no t b e r igidl y maintained , an d tha t Commonwealt h count r ie s whic h 
wanted t o tak e u p mor e tha n t he i r allotmen t coul d d o so , i f i t emerge d tha t 
the al lotment s o f othe r Commonwealt h count r i e s ha d no t bee n full y take n up . 
Al te rna t ive ly , o r pe rhap s addit ional ly , th e f i rs t i s su e coul d provid e fo r 
allotments amountin g t o a  tota l o f £8.6 m wit h th e agreemen t enter in g int o 
force whe n 7 0 p e r cen t (£6m ) ha s bee n subsc r ibed . Thi s woul d allo w som e 
Commonwealth coun t r i e s t o com e i n a t a  l a te r s tag e withou t th e nee d fo r 
agreement o n a  secon d i s s u e o f cap i t a l . 

7 1 . In . those developin g count r ie s wher e i t i s legall y poss ib le , i t woul d 
be p re fe rab l e i f th e s h a r e s al lot te d coul d b e take n u p b y loca l developmen t 
banks an d othe r publi c e n t e r p r i s e s concerne d wit h th e productiv e s e c t o r s , 
though th e financ e woul d presumabl y hav e t o b e provide d b y governments . 
S imi la r ly , th e poss ibi l i t y migh t b e explore d i n develope d count r ie s o f 
a t t rac t ing a s sha reho lde r s publi c e n t e r p r i s e s wit h a  commercia l o r financia l 
i n t e r e s t i n developin g c o u n t r i e s , r a t h e r tha n financin g th e develope d 
count r ies ' al lotment s ou t o f the i r ai d p rogrammes . 

Management 

72. Th e genera l pol ic ie s an d opera t ion s o f th e Ban k shoul d b e unde r 
the contro l o f a  non- res iden t Boar d o f D i r e c t o r s , wh o woul d elec t a 
Chairman fro m amon g themse lves . A  Boar d o f te n electe d d i r e c t o r s woul d 
permit propor t ionat e r ep re sen t a t i o n o f th e th re e mai n group s o f s h a r e -
h o l d e r s , i . e . fou r d i r e c t o r s e lecte d b y developin g countr y s h a r e h o l d e r s , 
t h ree e lecte d b y th e develope d count r ies ' governmenta l s h a r e h o l d e r s , an d 
t h r e e e lecte d b y th e p r iva t e s h a r e h o l d e r s . Th e exact l y r ep resen ta t iv e 
c h a r a c t e r o f th i s Boar d shoul d mak e i t poss ibl e t o avoi d e laborat e forma l 
voting s t r u c t u r e s . W e envisag e eac h d i r e c t o r havin g a  singl e vo t e . Th e 
exact s t r u c t u r e o f th e Boar d an d i t s re la t ionshi p wit h th e managemen t 
would nee d t o b e worke d ou t wit h grea t c a r e . 

7 3 . Th e day - to -da y managemen t o f th e Ban k shoul d b e unde r th e contro l 
of a  chie f executiv e appointe d b y th e Boar d o f D i r e c t o r s . H e woul d hav e 
a sea t o n th e B o a r d , makin g a  Boar d o f eleve n member s i n a l l , includin g 
the Chairma n an d th e chie f execu t ive . 

74. Th e annua l gene ra l meetin g o f th e Bank ' s s h a r e h o l d e r s , t o whic h 
it woul d o f cou r s e b e a n s w e r a b l e , coul d convenientl y b e hel d t o p reced e 
the Commonwealt h Finance Minis te rs ' annua l meet ing . 

Organisa t ion an d Staffin g 

7 5 . Th e Ban k woul d nee d t o b e organise d alon g functiona l l i n e s . W e 
envisage a  cen t r a l c o r e cons is t in g o f a  t r e a s u r y divisio n ( r e s o u r c e 
mobil isat ion) , a  bankin g divisio n (financia l s e r v i c e s ) an d a  s e c r e t a r i a t wit h 
legal capaci t y (whic h woul d hav e a s s i s t a n c e i n cont rac tua l negotiation s a s on e 
of i t s majo r functions) . Additiona l functiona l division s woul d b e spec ia l i se d i n 
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t e rms o f th e t a sk s identifie d i n Sect io n IV , e . g . a  minera l s divis ion , a n 
agr icu l tu ra l product s d ivis ion , e t c . T o th e exten t tha t i t neede d r e s e a r c h 
capaci ty , thi s coul d b e incorpora te d i n a  "specia l s e r v i c e s uni t" , bu t th e 
a l te rna t ive migh t b e cons idere d o f r e s e a r c h capaci t y full y integrate d int o 
the bankin g d iv is ion . 

76 . I n th e ini t ia l pe r iod , i t seem s likel y tha t mos t o f th e Bank ' s staf f 
will hav e t o b e r ec ru i t e d fro m Commonwealt h develope d c o u n t r i e s . Th e 
possibi l i ty shoul d b e explored , however , o f at tachin g potentia l developin g 
country staf f t o th e Bank ' s pr iva t e sha reho lde r s fo r per iod s o f on e o r tw o 
y e a r s , t o b e take n i n a s th e Ban k expands . Thi s woul d eventuall y achiev e 
a des i rab l e staf f balanc e withou t th e problem s assoc ia te d wit h r igi d countr y 
quo tas . 

Location 

77 . Th e argumen t tha t w e hav e advance d i n p a r a s . 20-2 1 togethe r wit h 
the function s tha t w e hav e outl ined , const i tut e i n ou r vie w a n overwhelmin g 
case fo r locatin g th e Ban k i n London . 

78 . Sinc e w e assum e tha t th e Bank , a s a  commercia l insti tutio n base d 
in London , woul d b e subjec t t o U K ta x law , w e hav e no t examine d i n detai l 
the poss ib i l i t y o f specia l ta x c o n c e s s i o n s . I n fur the r explorat ion , th e 
tax posit io n woul d nee d t o b e careful l y inves t iga ted . 

79 . Represen ta t io n i n othe r Commonwealt h count r ie s coul d b e achieve d 
by tw o mean s : 

(a) v e r y frequen t t ravel l in g o n th e par t o f th e Bank ' s staff , 
espec ia l ly b y th e member s o f th e bankin g divis ion ; 

(b) par t ic ipa t io n i n loca l merchan t bankin g consortiu m 
a r rangements wher e thes e ex i s t . 

We d o no t cons ide r tha t th e function s w e envisag e r equ i r e th e establishmen t 
of permanen t regiona l off ices . 

Geographical Scop e 

80. W e assum e tha t i t woul d b e a  lega l requiremen t tha t al l act ivi t ie s 
of th e Ban k shoul d b e o f i n t e r e s t t o on e o r mor e Commonwealt h developin g 
c o u n t r i e s . I t migh t simplif y th e al locat io n o f s h a r e s i f operat ion s coul d b e 
permit ted i n Commonwealt h count r ie s whic h hav e chose n no t t o b e s h a r e -
h o l d e r s , a s migh t b e th e ca s e wit h som e v e r y smal l c o u n t r i e s . Th e 
regulat ion woul d nee d t o b e drafte d i n a  manne r tha t di d no t r e s t r i c t th e 
Bank t o financin g ent i t ie s physical l y locate d i n Commonwealt h coun t r i e s . 
Under a  productio n shar in g agreement , fo r i n s t ance , a  Commonwealt h 
developing countr y migh t wan t th e Bank ' s suppor t fo r i t s par t ic ipat io n i n 
a join t ventur e wit h a  non-Commonwealt h count ry . Also , whil e w e hav e 
endorsed th e argumen t o f th e Orio n Study , we thin k tha t th e Ban k shoul d 
not b e prec lude d fro m th e financin g o f p ro jec t s i n whic h Commonwealt h 
developing coun t r i e s hav e a n expor t i n t e r e s t . 

Non-Commercial Ris k 

8 1 . W e hav e a rgue d tha t th e Ban k shoul d no t see k specia l protec t ion s 
agains t commercia l an d non-commercia l r i s k , othe r tha n thos e normall y 
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available. However , it s operation s woul d b e severel y curtaile d i f repay -
ments an d dividend s wer e blocke d b y exchang e control . W e believ e tha t a 
case ca n b e made , on  th e groun d tha t it s operation s wil l normall y contribut e 
to increase d foreig n exchang e earning s o r impor t savings , fo r specia l 
treatment i n thi s on e respect , fo r whic h ther e ar e precedent s i n th e t reat -
ment o f existin g developmen t corporations . W e d o no t se e a  nee d fo r forma l 
agreements i n thi s respect . I f th e Ban k i s see n t o b e succeedin g i n th e 
performance o f i t s task , borrowin g countrie s individuall y an d collectivel y 
will se e th e damag e tha t woul d b e don e b y imposin g exchang e control s o n 
outflows connecte d wit h th e enterprise s tha t i t i s supporting . 

Other Proposal s t o b e Considere d 

82. Whil e w e conside r tha t th e Ban k tha t w e hav e propose d woul d mee t 
some majo r need s fo r whic h a  suitabl e instrumen t doe s no t ye t exist , tha t 
the cas e fo r establishin g suc h a n instrumen t withi n th e Commonwealt h i s 
especially strong , an d tha t i t woul d yiel d a  large r additio n t o th e resource s 
available t o Commonwealt h developin g countrie s tha n an y alternativ e instru -
ment o f plausibl e dimensions , w e d o no t regar d ou r proposa l a s conflictin g 
with o r precludin g othe r possibilitie s tha t migh t usefull y b e explored . I n 
part icular, w e hav e note d th e possibilit y o f establishin g a  concessionar y 
fund financed  b y Commonwealt h countries , an d th e possibilit y o f expandin g 
the function s o f th e CFT C i n som e specialise d a r e a s , notabl y i n relatio n t o 
shipping an d insurance . W e hop e tha t thes e possibilitie s wil l indee d b e 
explored. However , w e als o believ e tha t th e nee d fo r a n instrumen t o f th e 
type w e hav e propose d ha s become , i n th e ligh t o f recen t development s i n 
international economi c relations , extremel y urgent , an d tha t ou r proposa l 
is wort h pursuin g regardles s o f wha t vie w i s take n o n thes e othe r i ssues . 
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Annex 1 1 

TERMS O F REFERENC E O F TH E EXPER T GROU P 

The Commonwealt h S e c r e t a r y - G e n e r a l reques te d th e Grou p t o 
cons ider th e followin g point s : -

a. whethe r a  ne w Commonwealt h Developmen t Ban k 
or Corpora t io n coul d mak e a  significan t contributio n 
to th e developmen t o f Commonwealt h count r ie s an d 
tc Commonwealt h co-opera t ion ; 

b . wha t shoul d b e th e s t ruc tu r e an d pr inc ipa l function s 
of suc h a  Ban k o r Corpora t ion , i n o r d e r t o 
supplement an d complemen t a s effectivel y a s 
poss ible th e contr ibut ion s o f exist in g agencie s an d 
programmes , b i l a t e ra l a s wel l a s mul t i la tera l ; 

c . th e ro l e o f a  Commonwealt h Developmen t Ban k 
or Corpora t io n i n providin g financin g o r refinancin g 
faci l i t ies fo r expor t s fro m Commonwealt h coun t r i e s ; 

d. sou rce s o f financ e fo r th e operat io n o f th e Ban k 
o r Corpora t ion . 
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Annex II I 

FORMATION O F A  COMMONWEALTH DEVELOPMEN T BAN K 
Paper b y th e Governmen t o f Keny a 

Presented t o th e Commonwealt h Head s o f Governmen t Meeting , 
Ottawa, August , 197 3 

The importanc e o f th e Commonwealt h associatio n a s a mean s o f 
promoting political , economi c an d cultura l matter s amon g member s canno t 
be over-emphasized . Throug h it , i t ha s bee n possibl e t o se t u p institution s 
for effectin g project s o f mutua l benefi t eithe r o n a  bilatera l o r regiona l 
basis . 

In fact , i t ma y b e asserte d tha t th e Commonwealth' s co-operativ e 
efforts i n promotin g exchang e programme s i n educatio n throug h suc h medi a 
as th e Colomb o Plan , Specia l Commonwealt h Africa n Assistanc e Programme ; 
and i n th e provisio n o f ai d t o les s develope d member s i n th e fo r o f technica l 
and financia l aid , ha s withou t an y doub t demonstrate d th e abilit y o f th e 
Commonwealth a s a  forc e t o mee t th e challenge s o f th e risin g expectation s 
of ou r people s n o les s tha n tha t o f th e Unite d Nations . 

However, th e method s whereb y thes e matter s wer e handle d i n th e 
past , thoug h the y ma y hav e bee n adequat e fo r th e prevailin g situatio n a t tha t 
time, ma y no longe r b e appropriat e i n vie w o f th e change d circumstance s i n 
which w e ar e now . W e hav e no w reache d a  stag e o f sophisticatio n wher e 
our increase d demand s requir e sophisticate d organizationa l structure s 
relevant t o th e condition s o f today . Mos t developin g member s o f th e 
Commonwealth ar e engage d o n project s whic h ar e aime d a t increasin g 
industrialization, whic h i n tur n requir e mobilizatio n o f resource s o n a  larg e 
scale an d o n a  co-operativ e basi s a s oppose d t o pas t trend s whe n thes e wer e 
done primaril y o n a  bilatera l basis . Thi s tren d i s i n keepin g wit h globa l 
trends whic h ar e no w tendin g t o favou r th e poolin g o f resource s fo r th e 
purposes o f increasin g th e capacit y o f th e developmen t oriente d agencie s t o 
cope wit h th e increasin g pressur e o n th e deman d fo r th e scarc e resource s 
available t o them . 

In consequence , therefore , Keny a feel s strongl y tha t ther e i s no w 
an urgen t nee d fo r th e creatio n o f a  Commonwealt h Developmen t Ban k wit h 
adequate resource s t o rende r i t capabl e o f effectin g a  greate r impac t o n th e 
development need s o f th e Commonwealt h members , particularl y amon g th e les s 
developed ones . Ther e i s alread y i n existenc e a  Commonwealt h Developmen t 
Corporation whic h ha s bee n instrumenta l i n providin g fund s fo r urgen t 
development projects . Th e onl y weaknes s o f thi s Corporatio n i s tha t i t i s 
operated o n a  bilatera l basi s becaus e i t i s operate d b y Grea t Britain . Tim e 
has no w com e fo r th e establishmen t o f a  multilatera l Commonwealt h 
Development Ban k t o whic h al l member s o f th e Commonwealt h coul d ascrib e 
to, an d whic h woul d rende r service s t o al l Commonwealt h member s fo r thei r 
respective projects . Th e propose d Ban k wil l not , o f cours e affec t th e 
position o f specialize d bilatera l assistanc e tha t wil l stil l hav e t o b e 
continued b y virtu e o f th e specialize d natur e o f thos e projects . 

The Presiden t o f Kenya , Mze e Jom o Kenyatta , who m 1  have th e 
honour t o represen t here , wishe s t o se e a  meaningfu l an d functiona l 
Commonwealth an d i s convince d tha t th e propose d Commonwealt h Developmen t 
Bank wil l g o a  lon g wa y t o realiz e thi s aim . 
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Summary 

(a) I t i s recommende d tha t a  Commonwealt h Developmen t Ban k b e create d 
to provid e a n effectiv e mean s o f channelling funds require d fo r 
development project s withi n th e Commonwealth . 

(b) Tha t al l th e Commonwealt h member s contribut e t o th e fun d o f th e Bank . 

(c) Tha t th e followin g ar e th e justification s fo r th e establishmen t o f th e 
Bank. 

(i) Acceleratio n o f industrializatio n programme s throug h 
multilateral financing . 

(ii) Channellin g an d sharin g o f technica l manpowe r fo r 
development projects . 

(iii) T o increas e th e capacit y o f th e Commonwealt h t o mee t 
development need s o f member s throug h th e poolin g o f 
financial resources . 

(iv) Mak e co-ordinatio n an d rationalizatio n i n monetar y an d 
development matter s possible . 

(v) Strengthe n th e rol e o f th e Commonwealt h a s a  promote r 
of welfar e an d developmen t amon g it s members . 

30 



Annex I V 
PROPOSED COMMONWEALT H FINANC E CORPORATIO N 

Paper b y th e Governmen t o f Jamaic a 

Presented t o th e Commonwealt h Financ e Ministers 1 Meeting , 
Dar-es-Salaam, Septembe r 1973 . 

Proposal 

To establis h a  multilatera l financ e corporatio n ope n t o al l member s 
of th e Commonwealt h grou p o f countries , whic h wil l inves t i n industrial , 
manufacturing an d commercia l undertaking s t o th e benefi t o f developin g 
countries i n th e Commonwealth . 

The emphasi s woul d b e on  venture capita l i n thos e sector s no t a t 
present catere d t o b y traditiona l developmen t banks . Th e typ e o f Corporatio n 
envisaged woul d b e patterne d o n line s o f th e Internationa l Financ e Corporation , 
which i s th e onl y exampl e o f a  multilatera l financ e corporatio n i n existence . 
At th e nationa l level , ther e ar e establishe d a  numbe r o f financ e corporations , 
which, b y thei r nature , ar e limite d i n thei r scop e o f activities . Regionally , 
there ar e no  identifiabl e institution s whic h provid e direc t investmen t t o 
assist enterprise s whic h nee d ventur e capital . Bilaterally , w e hav e th e 
Commonwealth Developmen t Corporation , a  U K Governmen t institution , an d 
the Commonwealt h Developmen t Financ e Corporation , a  privat e secto r U K 
institution. 

Need fo r Commonwealt h Financ e Corporatio n 

The pac e o f industria l an d manufacturin g expansio n i s a  critica l 
element i n th e economi c growt h o f developin g countries . Ther e ar e severa l 
factors whic h mak e i t difficul t fo r entrepreneurs , particularl y smal l ones , 
to mee t th e challenge s o f a n expandin g economy , t o b e abl e t o tak e advantag e 
of wide r marke t horizon s an d t o promot e efficienc y b y adoptin g economie s o f 
scale . Thes e includ e th e lo w leve l o f domesti c savings , absenc e o r under -
development o f capita l market s i n developin g countries , reluctanc e o f loca l 
investors t o inves t i n unteste d r i s k projects , availabilit y o f skille d labour , 
and deficienc y o f technica l know-ho w an d manageria l ski l ls . I t i s clea r 
therefore, tha t r i s k capita l an d deb t financ e mus t b e mobilise d externall y fo r 
any meaningfu l developmen t an d achievemen t o f growt h ra te s whic h migh t 
maintain, i f no t narro w th e existin g ga p betwee n r ic h an d poo r countries . 

With th e possibl e associatio n betwee n developin g membe r countrie s 
of th e Commonwealt h an d EEC , ne w challenge s wil l b e faced . Commonwealt h 
developing countrie s nee d assistanc e no t onl y t o mee t thes e challenge s bu t 
also t o enhanc e thei r capabilitie s t o becom e competitiv e i n traditiona l market s 
and als o increas e thei r participatio n i n th e expandin g internationa l t rade . 
The propose d corporatio n woul d hel p t o stimulat e loca l initiativ e an d inspir e 
confidence i n oversea s investors . I n additio n t o th e provisio n o f financia l 
and technica l assistanc e th e propose d Corporatio n woul d giv e a  mor e visibl e 
expression t o Commonwealt h solidarity . 

Existing Institutio n Servin g th e Commonwealt h 

The Commonwealt h Developmen t Financ e Company , i s basicall y a 
private secto r organisation , an d wil l therefor e no t b e give n prominenc e i n 
this paper . 
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The Commonwealt h Developmen t Corporation , a  U K Governmen t 
sponsored body , wa s establishe d t o assis t th e economi c developmen t o f th e 
dependent ter r i tor ie s an d als o thos e forme r Britis h dependen t terr i tor ie s 
which remaine d i n th e Commonwealt h afte r independence . Sinc e 1969 , th e 
CDC wit h th e approva l o f th e U K Ministe r fo r Oversea s Developmen t ca n an d 
has engage d i n operation s outsid e th e Commonwealth . 

The CD C invest s i n developmen t project s i n th e variou s sector s o f 
the economy . 

1. Th e 197 2 Repor t show s th e CDC' s £164. 7 millio n investmen t i n 
various area s o f th e econom y a t 31.12.7 2 a s follows: -

Power an d Wate r =  £4 6 millio n (approx ) 
Housing Financ e =  £3 2 
Transport =  £  6 
Agriculture &  Ranchin g =  £2 2 
Fores t ry =  £  4 -
Minerals =  £  2 
Factories =  £2 3 
Industrial Propert y 

Development Companie s =  £2 4 
Hotels =  £  6 

Investments tak e th e for m o f loan s an d equity . 

2 . A t 3 1 December , 197 2 loa n investmen t i n individua l project s 
and i n th e CD C subsidiar y companie s amounte d t o £124.7 8 
million whil e equit y investmen t wa s £25.54 - million (investment s 
at cos t les s amount s writte n off) . 

In 1959 , th e CDC' s long-an d medium-ter m borrowin g powe r wa s 
increased fro m £15 0 millio n t o £22 5 million . Th e maximu m amoun t tha t ca n 
be borrowe d fro m th e U K Excheque r i s £20 5 million . I n addition , th e 
Ministry may , b y orde r mad e wit h th e consen t o f th e Treasury , increas e th e 
limit o f long-an d medium-ter m borrowin g power s t o £26 0 millio n o f whic h no t 
more tha n £24 0 millio n ma y be borrowe d fro m th e Exchequer . Th e CD C als o 
has th e powe r t o borro w u p t o £20 millio n fro m othe r governments . Interes t 
is charge d ove r th e lif e o f eac h loa n a t th e rat e curren t a t th e tim e o f 
advances. Th e loan s hav e t o b e repai d ove r fixe d per iods . A s a t th e 31s t 
December, 1972 , th e CDC' s liabilit y t o government s wa s £14 6 millio n wit h 
interest charge s rangin g fro m 3%  t o 9  % . Whil e th e CD C ha s t o operat e a s 
a commercia l organisation , i t ha s n o equit y capital . T o generat e mor e 
resources fo r equit y investmen t th e sprea d betwee n th e CDC 's borrowin g 
and lendin g ra te s woul d hav e t o increase . Thi s coul d lea d t o a  tendenc y fo r 
conservatism an d re tar d th e growt h o f equit y investmen t b y th e CDC . Th e 
CDC als o provide s skille d managemen t an d trainin g fo r loca l peopl e a s th e 
managers o f th e future . 

The Commonwealt h Developmen t Corporation , suitabl y modified , 
would b e th e mos t logica l vehicl e throug h whic h t o channe l th e typ e o f 
assistance necessar y t o stimulat e th e expansio n o f th e manufacturin g industry . 
It alread y ha s a  reputatio n i n financia l markets , i t ha s a  portfoli o whic h i s 
a usefu l basi s fo r borrowin g funds , i t ha s experienc e i n industria l an d 
manufacturing lendin g an d i t ha s a  regionall y wid e organisation . 
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Functions an d Responsibilit y o f th e Propose d Corporatio n 

A. (1 ) Provid e financia l assistanc e t o privat e an d publicl y owne d 
(but no t effectivel y controlled ) enterprise s fo r th e benefi t o f 
the developin g countrie s o f th e Commonwealth . 

Financial assistanc e shoul d b e give n i n th e for m o f : -

(a) equit y investment s 
(b) convertibl e debenture s 
(c) straigh t loan s withou t governmen t guarante e 
(d) under-writin g service s 

The typ e o f financia l assistanc e give n wil l b e consisten t wit h 
the objectiv e o f earnin g a  reasonabl e retur n o n it s capital . 

(2) Ac t a s a  catalys t i n th e mobilisatio n o f resource s fro m othe r 
sources . I t shoul d assis t i n bringin g togethe r investmen t 
opportunities, domesti c an d foreig n financin g an d managemen t 
ski l ls . 

(3) Assis t i n th e conduc t o f feasibilit y studie s fo r th e purpos e o f 
identifying soun d busines s projects . Assis t i n th e preparatio n 
and appraisa l o f venture s t o a  stag e wher e proposal s ar e 
acceptable t o othe r financin g institutions . 

(4.) Th e Corporatio n shoul d no t see k t o tak e ove r contro l o f th e 
undertakings t o whic h i t ha s grante d financia l assis tance . 

B . Organisatio n 

Board o f Governor s : - Consis t o f Governor s appointe d b y eac h 
member of  th e Commonwealth . Thi s bod y shoul d b e veste d wit h 
all power s o f th e Corporation . 

The Boar d o f Governor s ma y delegat e t o th e Boar d o f Director s 
any o f it s power s except : 

(i) admi t ne w member s an d determin e th e condition s o f 
their admissio n 

(ii) increas e o r decreas e th e capita l stoc k 
(iii) suspen d a  membe r 
(iv) mak e arrangement s t o co-operat e wit h othe r 

international organisation s 
(v) decid e t o suspen d permanentl y th e operation s o f th e 

Corporation o r t o distribut e it s asset s 
(vi) declar e dividends . 

Board o f Director s 

Composition o f th e Boar d woul d b e a s follows: -

The fou r larges t share-holder s (implie d i n th e attache d table ) i . e . 
UK, Canada , Indi a an d Australi a woul d eac h appoin t on e Director . Ther e 
would b e eigh t othe r Director s electe d fro m th e othe r member s o f th e 
Commonwealth i n accordanc e wit h a  syste m t o b e determine d b y th e Boar d o f 
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Governors. 

The Boar d o f Director s shoul d b e responsibl e fo r th e genera l 
operations o f th e Corporation . 

There shoul d b e a  Chie f Executiv e wh o wil l b e a  member an d 
chairman o f th e Boar d o f Director s wh o shoul d hav e a  castin g bu t n o origina l 
vote. Th e Chie f Executiv e wil l b e i n charg e o f th e operatin g staf f o f th e 
Corporation, H e wil l b e assiste d b y a  grou p o f senio r Executives . 

Voting 

Each membe r shoul d hav e a n equa l numbe r o f basi c vote s an d on e 
additional vot e fo r eac h shar e o f stoc k held . 

Capital 

As a n illustration , th e authorise d capita l stoc k o f th e Corporatio n 
could b e se t a t a n agree d currenc y equivalen t t o sa y U S $10 0 millio n divide d 
into 1  million share s wit h a  pa r valu e o f U S $  10 0 each . O n th e basi s o f 
1/100 o f 1%  o f 197 1 market valu e o f tota l GN P o f th e Commonwealt h countries , 
we coul d hav e a n initia l subscribe d capita l o f $34  million . 

Each membe r woul d subscrib e t o share s o f th e capita l o f th e 
Corporation als o o n th e basi s o f 1/10 0 o f 1 % o f thei r GNP . Th e attache d 
table show s wha t individua l contribution s woul d be.  Paymen t fo r th e initia l 
issue o f share s coul d b e i n tw o equa l tranche s on e yea r apart . Th e 
remaining capita l stoc k woul d b e o n cal l , a t th e discretio n o f th e Boar d o f 
Governors an d would thu s constitut e a  basi s fo r additiona l equit y resource s 
and a n encouragemen t fo r lender s t o len d t o th e Corporation , 

Borrowing Powe r 

The Corporatio n shoul d b e give n th e powe r t o borro w mone y fo r th e 
purpose o f carryin g ou t it s functions , subjec t t o a  ceilin g o f 7  times it s 
issued shar e capita l plu s r e s e r v e s . I t shoul d b e authorise d t o borro w fro m 
any o f th e membe r Government s an d institution s withi n membe r countries , 
and friendl y countries . 

Operating Guideline s 

The Corporatio n shoul d revolv e it s portfoli o b y sale s o f securitie s 
to othe r investor s so  a s t o replenis h it s r e sources . I n disposin g o f it s 
equity holding s i n project s th e Corporatio n shoul d see k t o mak e availabl e 
such equit y t o institution s o r individual s residen t i n th e countrie s concerned . 

Investment shoul d b e mad e i n financiall y viabl e project s givin g du e 
regard t o th e abilit y o f th e projec t t o stimulat e furthe r industria l an d 
economic developmen t i n th e economie s involved . 

Conclusions 

The CDC' s balanc e shee t a t 31.12.7 2 show s a  capita l liabilit y t o 
government o f £145.9 m an d deferre d liabilit y t o governmen t o f £17.2m . 
Their ne t curren t positio n wa s £7 m (curren t asset s £13.2 m curren t 
liabilities £6.2m) . Investment s o f th e Corporatio n totalle d £106,1m . 
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Of this , £6.6 m i s quote d i n Grea t Britai n an d oversea s market s an d £99.5 m 
is unquote d i n th e for m o f share s (£11.1m ) an d loan s (£88.4m) . Investment s 
in subsidiar y companie s wa s £44.2 m a t th e en d o f 1972 . 

The surplu s a t th e en d o f 197 2 was £0.7 m (U S $  17m ) 

In workin g ou t a  strateg y t o modif y th e CD C int o a  mor e multilatera l 
Corporation caterin g t o th e developmen t need s o f th e Commonwealt h developin g 
countries consideratio n woul d hav e t o b e given , t o : -

Net Wort h 

(a) Th e ne t wort h o f th e CD C whic h amounte d t o £706,51 6 a t 
December 3 1 , 1972 , coul d b e apportione d t o U.K. ' s  shar e o f 
the valu e o f th e capita l stock . 

(b) Capita l an d Deferre d Liabilitie s t o Governmen t 

Arrangements coul d b e worke d ou t wit h th e U.K . Governmen t 
for th e propose d Corporatio n t o tak e ove r CDC' s capita l 
and deferre d liabilitie s o n th e sam e term s an d conditions . 

(c) Othe r 

In additio n ther e ar e certai n item s show n i n th e balanc e 
sheet whic h nee d t o b e thoroughl y examine d wit h a  vie w 
to equitabl e determinatio n wit h th e U.K . Government . 
Some o f thes e ar e a s follows: -

(Liabilities) Provision s agains t government s valu e o f project s 
and investment s an d fund s a t presen t unremittabl e an d 
provision fo r fructificatio n interes t an d interes t eqali -
sation totallin g £22.3m . 

(Assets) Capita l adjustmen t accoun t specia l losse s accoun t 
balance a t 31.12.6 1 £9.0 m 

Fructification interes t 31.12.6 0 £11.0 m 
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Commonwealth Membe r Countr ie s 

Aus t ra l i a 
Canada 
U . K . 
New Zealan d 
Bahamas 
Pakis tan &  Bangladesh 
Barbados 
Botswana 
Cyprus 
Fi j i 
Gambia 
Ghana 
Guyana 
India 
Jamaica 
Kenya 
Lesotho 
Malawi 
Malta 
Maur i t ius 
Nauru 
Niger ia 
S i e r r a Leon e 
Singapore 
S r i Lank a 
Swaziland 
Tanzania 
Tonga 
Trinidad &  Tobago 
Uganda 
Weste rn Samo a 
Zambia 

Estimated Shar e 
contribution U S $ 

3.544 
7 .913 

12.667 
.761 
.039 

1.282 
.015 
.007 
.059 

-
.004 
.264 
.028 

5.727 
.127 
.168 
.008 
.033 
.027 

-
-

.674 

.049 

.190 

.142 

.008 

.136 

.027 

.088 

.126 
-

.164 

GNP 
Market P r i c e s U S $(m ) 

1971 

35,440 
79,130 

126,670 
7,610 

390 
12,820 

150 
70 

590 
-
40 

2 ,640 
280 

57,270 
1,270 
1,680 

80 
330 
270 

-
-

6,740 
490 

1,900 
1,420 

80 
1,360 

270 
880 

1,260 
-

1,640 

342,770m 
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Annex V 

INSTITUTIONS AN D PERSON S CONSULTE D 

Note: Thi s anne x list s peopl e consulte d i n connectio n wit h th e 
preparatory wor k fo r th e exper t group' s discussions . 
Those marke d wit h a n asteris k als o too k par t i n discussion s 
with th e group . Informa l discussion s wer e als o hel d wit h 
a numbe r o f person s no t liste d her e i n connectio n wit h 
special aspect s o f th e proposals . 

Barclays Ban k Internationa l Ltd , 

Booker McConnel l Ltd . 

Wm. Brandt' s Son s an d Co . Ltd. 

Mr. W.M . Clark e 

Commonwealth Developmen t Corporatio n 

Commonwealth Developmen t Financ e 
Co. Ltd . 
Crown Agent s fo r Overse a Government s 
and Administration s 

Guinness Maho n &  Co . Ltd. ,  Banker s 

Guinness Pea t (Overseas ) Ltd . 
Kleinwort, Benso n Ltd . 
Ministry o f Oversea s Developmen t 

National an d Grindlay s Ban k Ltd . 

Occidental Financia l Service s Inc . 

Overseas Developmen t Institut e 
Mr. R . Pringl e 
Rothschild Intercontinenta l Ban k Ltd . 

The Ri o Tinto-Zin c Corporatio n Ltd . 

Mr. I.J . C. Probert , Assistan t 
General Manage r i n charg e o f 
Africa, an d others . 
Mr. M.H . Caine , Vice-Chairman , 
and Mr . M.C.W . Wildy , Financ e 
Director. 
Mr. G . Dodsworth , FCA , MP , 
Director, Ter m Financ e Division , 
and Mr . P . Slater , Director . 
Director, Committe e o n Invisibl e 
Exports. 
Mr. P . Meinertzhagen , CMG* , 
General Manager , an d others . 
Mr. D . F . Pear l , Managin g 
Director, an d others . 
S i r Claud e Hayes , KCMG* , 
Chairman, an d Mr . N . Hewins , 
Director o f Bankin g Services . 
Mr. D . Berriman* , Managin g 
Director. 
Mr. C . Craig , Director . 
Mr. R .T . Fox , Director . 
Mr. R.B.M . King , CB , MC , 
Permanent Secretary , an d others . 
Lord Aldington , PC , KCMG , CBE , 
DSO, TD , Chairman , an d others . 
Mr. A . S . Whyatt , Vic e Presiden t 
and Treasurer . 
Mr. A . Tasker , CBE , Director . 
Editor, Th e Banker . 
The Hon . T . Stonor , Managin g 
Director, an d others . 
Mr. J . A. Clay* , Economi c Adviser , 
and Mr . K . Markham* , Treasurer . 
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J. Henr y Schrode r Wag g &  Co . Ltd. 
Lord Seeboh m 
The Standar d an d Chartere d Bankin g 
Group Ltd . 

Tozer Standar d an d Chartere d Ltd . 
Si r Geoffre y Wilson , KCB , CMG * 

Mr. A . Egerton , Director . 

Mr. M.D . McWilliam , Genera l 
Manager, Mr . Jame s Russell , 
Regional Genera l Manager , an d 
others. 
Mr. R.D . Assender , Controller . 
Chairman, Rac e Relation s Board , 
formerly Vice-President , Worl d 
Bank, an d Permanen t Secretary , 
Ministry o f Oversea s Developmen t 
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Annex V I 

AID T O COMMONWEALT H COUNTRIE S 

In 197 1 an d 1972 , Commonwealt h developin g count r ie s rece ive d 
official developmen t a s s i s t anc e t o th e averag e annua l amoun t o f £85 6 millio n 
(net o f amort isat io n an d excludin g ai d fro m cent ra l l y planne d economies) . 
Of t h i s , 3 6 p e r cen t wa s b i l a te ra l ai d fro m Br i ta in , Canad a an d Aust ra l ia , 
44- per cen t wa s b i l a t e ra l ai d fro m othe r marke t econom y coun t r i e s , an d 
20 p e r cen t wa s fro m mult i la tera l agenc ie s . Commitment s o f officia l 
development a s s i s t anc e t o Commonwealt h developin g countr ie s i n th e sam e 
two y e a r s average d £1 ,33 3 million , 2 9 pe r cen t b i l a te ra l fro m Br i ta in , 
Canada an d Aus t ra l i a , 4 0 p e r cen t b i l a te ra l fro m othe r marke t econom y 
countr ies an d 3 1 p e r cen t fro m mult i la tera l agenc ies . 1 

2. Disbursement s o f officia l b i la te ra l developmen t a s s i s t anc e (ne t o f 
amort isat ion) b y Br i ta in , Canada , Austra l i a an d Ne w Zealan d t o al l 
developing count r ie s total le d £4-8 2 millio n i n 1971 , £554 - millio n i n 197 2 an d 
£584- millio n i n 1973 . Tota l b i l a te ra l ne t flows  fro m thes e fou r countr ie s t o 
all developin g coun t r i e s , includin g pr iva t e loan s an d investments , average d 
£1,179 millio n i n 197 1 t o 1973 . O f bot h officia l developmen t a s s i s t anc e an d 
total ne t flow s fro m th e fou r Commonwealt h coun t r i e s , abou t 7 5 p e r cen t 
went t o developin g count r ie s i n th e Commonwealth . 2 

3 . Br i ta in , Canada , Austra l i a an d Ne w Zealan d togethe r accoun t fo r 
13 p e r cen t o f th e GN P o f DA C membe r coun t r i e s , bu t provide d 15-1 6 pe r 
cent o f th e tota l ne t flo w o f officia l developmen t a s s i s t anc e i n 1971-73 . The y 
accounted fo r abou t th e sam e propor t io n o f th e tota l DA C ne t flow  t o develop -
ing c o u n t r i e s , includin g pr iva t e loan s an d investments , i n 197 1 an d 1972 , bu t 
the i r sha r e i n p r iva t e flows  fel l of f sharpl y i n 1973 . 

1All f igure s use d i n thi s Anne x com e fro m OEC D (DAC) . 
20n bas i s o f dat a fo r 197 1 an d 1972 . 
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Annex VII 

LONDON A S A N INTERNATIONA L FINANCIA L CENTR E 

This anne x i s intende d t o suppor t paras . 20-2 1 o f th e mai n repor t b y 
giving som e quantitativ e indicatio n o f th e scop e an d compositio n o f 
London a s a n internationa l financia l centre . Sinc e th e purpos e i s 
only t o giv e order s o f magnitude , tim e serie s hav e bee n omitte d o r 
heavily simplified . Tim e serie s fo r non-sterlin g currencie s hav e 
been kep t short , t o sho w th e rapi d increas e i n th e mos t recen t yea r s . 
Overseas sterlin g balance s ar e compare d ove r a  ten-yea r interval , 
because o f th e chang e i n th e statu s o f sterlin g a s a  reserv e currenc y 
during tha t period . 
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Table VII.1 

Banks in the United Kingdom: Deposits of overseas residents and 

advances to overseas residents, by banking sector , April 17, 1974 

£ millions 

Current and deposit 
accounts of 

overseas residents 

Advances to overseas 
residents 

Deposit banks 

Accepting house s 

Other UK banks 

Overseas banks: 

British overseas 
and Commonwealth 

Sterling 

895 

207 

303 

Other 
currencies 

1,583 

1,792 

2,270 

Sterling 

1,068 

48 

24 

Other 
currencies 

1,343 

1,633 

3,011 

707 6,255 143 5,664 

American 

Foreign banks and 
affiliates 

Other overseas 

352 

184 

122 

15,580 

6,512 

5,370 

20 

35 

48 

16,149 

5,266 

6,754 

Total 

for comparison: 
April 18, 1973 

2,771 

2,529 

39,361 

24,442 

1,486 

1,203 

39,821 

25,040 

Source: Bank of England Quarterly Bulletin, Volume 14, Number 2, 
June 1974, Tables 8/1-8/11. 

Notes: Oversea s residents covers overseas governments and public 
authorities, UK branches or agencies of international insti-
tutions, and persons, companies and other bodies whose 
permanent or registered address is outside the United Kingdom. 

Accepting houses covers members of the Accepting Houses 
Committee together with certain of their Channel Islands and 
Isle of Man subsidiaries. 

British overseas and Commonwealth banks covers the members of 
the British Overseas and Commonwealth Banks' Association 
together with certain of their banking subsidiaries. 

Foreign banks and affiliates covers the members of the Foreign 
Banks and Affiliates Association together with one Channel 
Islands subsidiary . 
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Table VII.3 

Overseas sterling balances, 1963-1973 

£ millions 

December 196 3 

Exchange Privat e ster-
reserves lin g balances 

All holders 2,440 1,662 

December 1973 

Exchange Privat e ster-
reserves lin g balances 

3,679 2,255 

International org-
anisations 
(excluding IMF ) 

Overseas sterling 
countries 

of which: 

Australia, New 
Zealand, S.Afric a 

Middle East 

Far East 

Non-sterling 
countries 

105 

1,898 

514 

227 

485 

437 

874 

143 

195 

131 

788 

310 

3,041 

910 

611 

567 

328 

1,152 

169 

149 

96 

1,103 

Source: Bank of England Quarterly Bulletin, Volume 14, Number 2, June 
1974, pp. 172 - 175. 

Notes: Exchang e reserves covers central monetary institutions' holdings 
of short-term banking and money market assets in the form of 
sterling deposits and Treasury bills, together with their 
holdings of British government stocks. 

Private sterling balances covers holdings of short-term banking 
and money market assets by banks abroad (bu t not by central 
banks) and by companies and private individuals, and also some 
unidentified holdings of governments. 

Middle East overseas sterling countries covers Jordan, Kuwait, 
other Persian Gulf territories, and South Yemen, and, for 1963, 
Libya. 

Far East overseas sterling countries covers Brunei, Hong Kong, 
Malaysia and Singapore. 

44 



Table VII.4 

Estimated siz e and distribution of the "super-dollar" market, 1971-1973 

US $000 millions, end of-year 

Europe-based market 

Commercial banks' external 
assets 

United Kingdom 

Other European 

London inter-bank market 

Other UK domestic markets 

Other European domestic 
markets 

Total : Gross Europe-
based market 

Net Europe-based market 
(as reported by BIS) 

Non-European market 

Gross 

Bahamas 

Canada 

Japan 

Panama 

Singapore 

Net 

Total : Super-doliar market 

Gross 

Net 

1971 

100 

16 

4 

(10) 

(130) 

71 

( 27 ) 

(10) 

(157) 

( 80 ) 

43 

57 

(12) 

7 

7 

0.5 

1 

1972 

132 

21 

5 

( 14 ) 

(172) 

91 

( 40 ) 

( 15) 

(212) 

(105) 

56 

76 

(18) 

8 

10 

( 1 ) 
3 

1973 

(193) 

34 

10 

( 20 ) 

(256) 

(132) 

( 57 ) 

('24) 

(314) 

(155) 

(84) 

109 

(28) 

(11) 

(11) 

( 2 ) 

6 

Source: Davi d Ashby, "The $300 billion super-dollar market", The Banker, 
May, 1974, pp. 449-454. 

Note: Figure s in italics are unofficial estimates. Othe r figures are 
published estimates from official sources. Discrepancie s in 
totals are due to rounding. 
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Annex VII I 
FINANCIAL INTERMEDIARIE S AN D SOURCE S O F CAPITA L FO R 
COMMONWEALTH DEVELOPIN G COUNTRIE S 

The purpos e o f thi s anne x i s t o characteris e th e mai n type s o f 
external financia l intermediar y tha t ar e activ e i n th e mobilisatio n o f externa l 
capital fo r Commonwealt h developin g countries . Thes e intermediarie s ar e 
considered primaril y i n th e contex t o f th e mobilisatio n o f capita l fro m th e 
member countrie s o f th e Developmen t Assistanc e Committe e o f th e Organisa -
tion fo r Economi c Cooperatio n an d Development . Capita l fro m th e Sovie t 
Union an d Easter n Europ e tend s t o b e provide d directl y throug h bilatera l 
inter-governmental channels , i n whic h financia l intermediarie s ar e no t 
significant. Th e mobilisatio n o f capita l fro m oil-exportin g countrie s i s 
currently unde r discussion , an d intermediarie s ma y eventuall y b e create d 
for thi s purpose . Existin g intermediarie s ,  however , rel y o n th e DA C countrie s 
as thei r principa l sourc e o f capital . 

2. Fo r developin g countrie s i n general , th e mai n source s o f externa l 
capital i n th e DA C countrie s a r e : 

(a) "officia l developmen t assis tance" , a s define d b y th e DA C , 
excluding technica l assis tance , foo d aid , an d a  fe w lesse r 
items ; 

(b) governmenta l an d government-guarantee d expor t credi ts ; 

(c) privat e foreig n investment ; 

(d) bon d issue s a t marke t r a t e s ; 

(e) othe r form s o f commercia l borrowing . 

Intermediaries hav e i n th e pas t bee n mos t significan t i n relatio n t o (a ) an d (d) . 
The proportio n o f tota l officia l developmen t assistanc e channele d throug h 
multilateral institution s ha s r ise n i n recen t year s t o 1 7 per cent , fro m th e 
level o f approximatel y 1 2 per cen t whic h prevaile d i n th e lat e 1960s . Capita l 
subscription payment s t o multilatera l institutions , whic h constitut e th e mor e 
strictly financia l elemen t i n officia l developmen t assistanc e throug h multi -
lateral channels , hav e bee n runnin g a t th e equivalen t o f approximatel y 2 0 -
30 pe r cen t o f ne w bilatera l developmen t lending , ne t (se e Tabl e VIII . 1). 
Multilateral institution s ar e eve n mor e significan t a s a  mediu m fo r th e 
mobilisation o f capita l throug h bon d issue s a t marke t r a t e s . I n th e five-yea r 
period 1967-71 , accordin g t o figure s give n b y th e Worl d Bank , internationa l 
development institution s mad e bon d issue s t o a  tota l o f $6,200m , compare d 
with bon d issue s b y developin g countrie s amountin g t o $2,387m . 1.  Th e 
developing countrie s liste d a s havin g mad e bon d issue s durin g thi s perio d 
include th e followin g Commonwealt h countries : Eas t Africa n Community , 
India, Jamaica , Malaysia , Trinida d an d Tobago . 

3 . Som e indicatio n o f th e relativ e magnitud e o f th e mai n source s o f 
external capita l ma y be gaine d fro m Tabl e VIII.1 . Thi s table , however , give s 
figures ne t o f amortisation , i n accordanc e wit h th e DA C convention . I n a 
discussion o f th e rol e o f intermediaries , figure s fo r th e gros s flo w ar e mor e 
relevant, a s i t i s th e gros s no w tha t constitute s th e volum e o f resource s t o 
be managed . Gros s figure s ar e give n a s mem a items i n Tabl e VIII.1 , fo r 
those majo r categorie s fo r whic h gros s figure s ar e give n b y th e DAC . Bu t 

1. IBRD , Annua l Reports . 
46 



Table VIII . 1 

Principal source s o f capita l fo r developin g countrie s i n PAC  membe r countries , 1970-72 : ne t o f amortisatio n 

$ million s 

1970 197 1 197 2 

Concessionary lendin g an d capita l 
subscriptions 
of which : 
New bilatera l developmen t lending , ne t 
Debt reorganisation , ne t 
Capital subscription s t o multilatera l 
institutions 

2,336 
44 

541 

2,920 2,785 

1,863 
373 

549 

2,797 1 

1,576 
3611 

860 

Export credit s 
of whic h : 
Official expor t credits , ne t 
Private expor t credits , ne t 

570 
2,211 

2,780 3,297 
582 

2,716 

2 ,152 2 

723 
1,429 2-

Private investmen t i n developin g countrie s 
of which : 
Direct investment , ne t 3,55 7 
Portfolio investment , ne t 77 7 

4,334 4,891 

4,087 
804 

4,306 
2,028 

6,334 

Loans t o multilatera l institution s a t 
market rates , ne t 
of whic h : 
Official 
Private portfoli o investmen t 

273 
474 

747 

267 
706 

973 

372 
667 

1,039 

Total 10,782 11,946 12,322 

Memo items . 
New developmen t lendin g gros s 
Official expor t credits , gros s 
Private expor t credits , gros s 

2,837 
1,497 
5,242 

2,421 
1,772 
6,488 

2,350 
2,065 

n.a. 

Source 

Notes: 

DAC 197 2 Revie w ,  Tabl e 7 , fo r 197 0 an d 1971 , an d 197 3 Review, Tabl e 6 , fo r 1972 . I t shoul d 
be note d tha t ther e ar e som e mino r discrepancie s betwee n thes e tw o sources , du e t o reportin g 
lags an d change s i n presentation , s o tha t th e 197 2 figure s ar e no t strictl y comparabl e wit h 
the 197 0 an d 197 1 figures . 
Discrepancies ar e du e t o rounding . 
1. Th e figur e fo r deb t reorganisatio n fo r 197 2 i s i n gros s terms . 
2. Th e figur e fo r privat e expor t credit s fo r 197 2 cover s onl y guarantee d credits . 
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it i s no t possibl e t o giv e gros s figure s fo r som e o f th e othe r categorie s o n 
a comparabl e bas is . 

4 . Tabl e VIII . 1 is no t comprehensiv e i n it s coverage . I n particular , 
it omit s borrowing s i n Eurocurrencie s b y developin g countries , sinc e 
these hav e no t ye t bee n incorporate d int o th e DAC' s standar d reportin g 
systems. I f th e estimat e tha t borrowin g b y developin g countrie s i n thi s 
market ros e t o a n annua l rat e o f perhap s $13,000 m i n 197 3 is anywher e nea r 
co r rec t 1 , the n i t woul d appea r tha t i n gros s term s th e Eurocurrenc y marke t 
now constitute s a  large r sourc e o f capita l fo r developin g countrie s tha n an y o f 
the categorie s show n i n Tabl e VI11.1 . Borrowin g i n Eurocurrencie s i s 
covered i n th e categorie s liste d i n para . 2  above , unde r "othe r form s o f 
commercial borrowing" . 

5. Fo r th e purpos e o f thi s annex , externa l financia l intermediarie s 
may b e considere d unde r thre e mai n heading s : 

(a) developmen t banks ; 

(b) developmen t corporations ; 

(c) commercia l banks . 

The term s "developmen t bank " an d "developmen t corporation " d o no t hav e 
generally accepte d definition s whic h woul d enabl e on e t o differentiat e the m 
sharply fro m eac h other . Fo r th e purpos e o f thi s annex , however , a  genera l 
distinction ma y b e mad e between : 

(a) developmen t banks , a s agencie s mainl y engage d i n th e 
provision o f loa n capita l fo r project s (mainl y government -
sponsored projects ) ou t o f thei r ow n equit y an d loa n 
capital, usuall y coverin g a  substantia l proportio n o r al l 
of a  project ' s foreig n exchang e cost , bu t wit h relativel y 
little responsibilit y fo r continuin g supervisio n o f project s 
once the y hav e bee n completed ; an d 

(b) developmen t corporations , a s agencie s whic h regar d th e 
provision o f equit y capita l a s a  norma l par t o f thei r 
operations, usuall y i n partnershi p wit h othe r source s o f 
finance, an d relyin g fo r thei r incom e o n th e profitabilit y 
of th e enterprise s tha t the y support , whic h entail s con -
tinuing supervisio n o f thes e enterpr ises , eithe r throug h 
representation o n th e boar d o r throug h outrigh t management , 
depending o n th e siz e o f th e corporation' s shar e i n th e 
total capita l o f th e enterpr ise . 

As a  corollar y t o th e difference s betwee n thes e tw o type s o f operation , 
development corporation s ten d t o operat e largel y i n th e productiv e sec tors , 
while a  larg e proportio n o f th e operation s o f mos t developmen t bank s i s i n 
infrastructure. 

6. Th e catalogu e tha t follow s i s no t exhaustive , bu t i t cover s th e mai n 
external financia l intermediarie s o f interes t t o Commonwealt h developin g 
countries. 

1. Se e Mai n Report , pa ra .34 . 
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Development Bank s 

Global an d Regiona l Developmen t Bank s 

IBRD/IDA, IADB , AfDB , AsD B 

7. Th e Worl d Ban k an d th e t h r e e bi g regiona l bank s hav e man y feature s 
in common . Al l o f the m cons i s t e ssen t ia l l y o f a  combinatio n o f o rd ina r y 
capi ta l an d a  "sof t window" . I n a l l c a s e s excep t th e AsDB , th e sof t windo w 
is es tab l i she d a s a  s e p a r a t e lega l enti t y adminis tere d b y th e bank . Th e 
s ec to r a l d is t r ibut io n o f the i r loan s i s show n i n Tabl e VIII .2 . 

8 . Mos t Commonwealt h count r ie s a r e member s o f a t l ea s t on e regiona l 
development bank , a s wel l a s th e Worl d Bank , a s fol lows : 

IADB develope d coun t r i e s :  Canada . 

developing count r i e s :  B a r b a d o s , Jamaica , Tr inida d an d 
Tobago. 

AfDB develope d coun t r i e s (i n Canada , Unite d Kingdom . 
African Developmen t Fund) : 

developing coun t r i e s : 

AsDB develope d c o u n t r i e s : 

developing coun t r i e s : 

Botswana, Gambia , Ghana , Kenya . 
Leso tho , Malawi , Niger i a , S i e r r a 
Leone , Swazi land , Tanzania , Uganda , 
Zambia. 

Aus t r a l i a , Canada , Ne w Zealand , 
United Kingdom . 

Bangladesh , F i j i , Hon g Kong , India , 
Malays ia , Nepa l , Papu a Ne w Guinea , 
S ingapore , S r i Lanka , Tonga , 
Wes te rn Samoa . 
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Table VIII. 2 

Sec to ra l d is t r ibut io n o f loan s by  IBRD/IDA . 1AD B .  AfDB . an d AsDB . 
cumulative t o 197 2 

P e r c e n t a g e s 

T r a n s p o r t an d communication s 

E lec t r i c powe r 

Sub- to ta l : economi c in f r a s t ruc tu r e 

Indust ry an d minin g 

Agr i cu l tu re , f i she r i e s an d fo r e s t r y 

Sub- to ta l : product iv e s e c t o r s 

Urban developmen t 

Water suppl y an d sewag e system s 

Education 

Other 

IBRD/IDA 

3 2 . 8 

26 .0 

5 8 . 8 

14.0 

12 .1 

2 6 . 1 

0 . 1 

1.9 

2 . 7 

10 .4 

100.0 

1ADB 

17 .5 

17.9 

3 5 . 4 

15 .0 

23 .6 

38 .6 

7 . 4 

10.9 

3 .6 

4 . 1 

100.0 

AfDB 
(to 

31 .12 .71) 
4 3 . 3 

14.7 

58 .0 

16 .4 

15 .8 

32 .2 

-

9 . 8 

-

-

100.0 

AsDB 

2 1 . 4 

28 .6 

50 .0 

24 .7 

13 .1 

37 .8 

-

11.5 

0 . 7 

-

100.0 

S o u r c e : IBRD/IDA , 1ADB , AsD B annua l r e p o r t s fo r 1972 , an d AfDB , 
annual r e p o r t fo r 1971 . 
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Sub-regional Developmen t Bank s 

Caribank, EAD B 

9. Tw o Commonwealt h group s o f countries , i n th e Caribbea n an d Eas t 
Africa, hav e establishe d sub-regiona l banks . Lik e othe r sub-regiona l banks , 
these ar e mor e specialise d tha n globa l an d regiona l developmen t banks , sinc e 
their operation s ar e geare d t o th e specia l problem s o f group s o f relativel y 
homogeneous countries . 

10. Th e EAD B wa s se t u p t o promot e th e balance d industria l developmen t 
of membe r countries , withi n th e framewor k o f th e Treat y fo r Eas t Africa n 
Co-operation (1967) . Tota l resource s a t Decembe r 31,1972 , stoo d a t $35.5m . , 
in whic h th e rati o o f ow n resource s t o externa l liabilitie s wa s 1.4:1 . 

11. Th e Cariban k wa s establishe d i n 1969 . I t ha s concentrate d o n th e 
productive sec tors , especiall y o n the promotio n o f smal l enterprises . Tota l 
resources a t Decembe r 31,1972 , stoo d a t $84.2m . ,  i n whic h th e rati o o f 
own resource s (ordinar y capita l t o b e pai d i n ove r si x years) t o externa l 
liabilities wa s 1 .6 :1 . I t ha s mad e specia l effort s t o mobilis e an d coordinat e 
external ai d t o Caribbea n countries . 

Development Corporation s 

Global an d Regiona l Corporation s 

1FC, ADELA , PICA , SIFID A 

12. Th e IFC  i s owne d b y 9 8 membe r governments , a s a  separat e entit y 
within th e Worl d Ban k group . Th e regiona l corporation s al l hav e a  relativel y 
large numbe r o f predominantl y privat e shareholders . Al l fou r mak e equit y 
as wel l a s loa n investments . Th e IFC , fo r instance , hel d equit y investment s 
amounting t o $119 . 3m a t Jun e 30,1973 , compare d wit h loa n ivestment s 
(including undisburse d balances ) amountin g t o $345 . 9m. Th e IFC , ADEL A 
and PIC A hav e th e developmen t o f th e privat e secto r a s thei r principa l 
purpose an d thi s i s a  majo r function , also , o f SIFIDA . Al l fou r wor k closel y 
with direc t foreig n investor s i n developin g countries , wit h th e corollar y o f 
heavy concentratio n o n industry . 

Commonwealth Corporation s 

CDC an d CDF C 

13. Th e CDC' s constitution , resource s an d function s ar e summarise d i n 
its 197 3 annua l repor t i n th e followin g term s 1 : 

"CDC wa s establishe d b y Ac t o f Parliamen t i n 194 8 a s th e 
Colonial Developmen t Corporatio n t o assis t th e economi c 
development o f th e the n dependen t te r r i tor ie s o f th e 
Commonwealth. Th e chang e o f nam e t o Commonwealt h 
Development Corporatio n wa s effecte d b y th e Commonwealt h 
Development Ac t 1963 , whic h als o restore d th e Corporation' s 
full power s o f operatio n i n al l thos e countrie s whic h ha d 
achieved independenc e withi n th e Commonwealt h sinc e 1948 . 
With th e agreemen t o f th e Government s concerned , th e 
Corporation ca n als o ac t a s managin g agent s an d rende r 
advisory service s i n an y independen t Commonwealt h Country . 

1. CDC , Repor t an d Account s 1973 , p . 3 . 
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The Ove r sea s Resource s Developmen t Ac t 196 9 empower s CDC , 
with th e approva l o f th e Minis te r o f Ove r s e a s Development , 
to engag e i n operat ion s outsid e th e Commonwealth . T o dat e 
the Minis te r ha s give n CD C authori t y unde r th e 196 9 Ac t 
to opera t e i n Cameroon , Cost a Rica , Ethiopia , Indonesia , 
Ivory Coas t , Thai land , Tunisi a an d Z a i r e . 

CDC opera te s o n commercia l l ine s an d ha s a  s ta tutor y 
obligation t o pa y i t s way , takin g on e y e a r wit h another . 
Close re la t ion s wit h t e r r i t o r i a l Government s a r e maintaine d 
through CDC' s regiona l office s i n o r d e r t o ensur e tha t th e 
Corpora t ion ' s ac t iv i t ie s a r e d i rec te d i n suc h a  wa y a s bes t 
to promot e th e economi c developmen t o f thos e t e r r i t o r i e s . 
CDC i s empowere d t o under t ake , e i the r alon e o r i n associa t io n 
with o t h e r s , p ro jec t s fo r th e promotio n o r expansio n o f a  wid e 
r ange o f economi c e n t e r p r i s e s , includin g a g r i c u l t u r e , f o r e s t ry , 
f i s h e r i e s , mining , f ac to r i e s , e lec t r i c i t y an d wate r under tak ings , 
t r a n s p o r t , housing , ho te l s , buildin g an d engineer ing . 

The 196 9 Ac t i nc rease d CDC' s lon g an d mediu m te r m borrowin g 
powers t o £225m , an d lef t unchange d th e powe r t o bor ro w u p t o 
£10m o n s h o r t - t e r m . O f th e £225m , u p t o £205 m ma y b e borrowe d 
from Unite d Kingdo m Excheque r funds . Th e Minis te r may , b y 
o r d e r mad e wit h th e consen t o f th e T r e a s u r y , i n c r e a s e th e 
limit o f lon g an d mediu m te r m borrowin g power s t o £260 m o f 
which no t mor e tha n £240 m ma y b e borrowe d fro m th e Exchequer . " 

14. I t ha s a  wid e portfol io , bu t ha s recen t l y lai d specia l emphasi s o n 
ag r i cu l tu re an d agr icu l tu ra l p r o c e s s i n g . On e o f i t s mor e unusua l specia l 
fields i s th e developmen t o f buildin g soc i e t i e s . Distr ibutio n o f investment s 
by s e c t o r , i n t e rm s o f commitments , a t th e en d o f 1973 , w a s : 

£m % 
Power an d wate r 5 9 2 4 
Housing financ e 5 5 2 3 
T r a n s p o r t 8  3 
Agr icu l ture an d ranchin g 4 0 l 6 
F o r e s t r y 4  2 
Minera l s 1 
F a c t o r i e s 3 6 1 5 
Indust r ia l an d p rope r t y 
development companie s 3 3 1 4 
Hotels 8  3 

Total commitment s 24 3 10 0 

These commitment s covere d 23 3 p r o j e c t s , o f whic h 3 2 a r e CD C subs id ia r ie s 
and anothe r 3 3 a r e unde r CD C management . 

15. Th e CDF C wa s es tabl ishe d i n 195 3 wit h a  l a r g e numbe r o f 
predominantly p r iva t e s h a r e h o l d e r s . I t ha s recen t l y pu t inc rease d emphasi s 
on equit y financing , wit h th e co ro l l a r y o f continuin g involvemen t i n th e 
e n t e r p r i s e s i n whic h i t ha s a  s t ake . Distr ibutio n o f investmen t b y s e c t o r , 
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in term s o f commitments , a t Marc h 31,197 3 was : 

Manufacturing 
Mining an d meta l productio n 
Fores t ry , plantations , 
agriculture an d foo d processin g 
Building service s 
Property 
Hotels an d touris m 
Public utilitie s 
Development financ e companie s 
Other 

Total commitment s 

£m 
14.4 

1.2 
3 .8 

1.6 
2 . 3 
1.9 
2 . 7 
1.5 
2 . 9 

32.3 

% 
44.6 

3 .7 
11.7 

5 .0 
7 .1 
5 . 9 
8 .4 
4 . 6 
9 .0 

100.0 

These commitment s covere d 14 3 projects. Th e CDF C ha s seventee n subsidi -
a r i e s , o f whic h eleve n ar e tradin g subsidiaries . 

Commercial Bank s 

British Oversea s Bank s 

16. A  feature o f Commonwealt h bankin g relationship s i s th e extensiv e 
network o f Brit is h oversea s banks , o f whic h th e mai n one s ar e Barclay s Ban k 
International, Standar d an d Chartere d Bank , Lloyd s an d Bols a International , 
and Nationa l an d Grindlay s Bank . Th e Hon g Kon g an d Shangha i Bankin g 
Corporation, registere d i n Hon g Kong , i s sometime s als o considere d a s a 
member o f thi s group . I n commo n wit h othe r banks , th e Brit is h oversea s bank s 
have lengthene d th e term s o f thei r lendin g i n recen t yea r s . Ther e hav e als o 
been severa l move s i n th e directio n o f developmen t financing , e .g . throug h 
the establishmen t o f developmen t corporation s a s subsidiaries . Mor e gene -
ral ly, th e rol e o f thes e bank s appear s t o b e changin g rapidly , an d thei r rol e 
as source s o f developmen t financ e seem s likel y t o underg o furthe r change s i n 
the nex t fe w yea r s . 

Other bank s 

17. Th e implicatio n o f para . 4  abov e i s tha t commercia l bank s hav e 
joined an d t o som e exten t replace d direc t foreig n investor s an d expor t 
credit agencie s a s a  majo r sourc e o f capita l fo r developin g countries . 
This developmen t i s to o recen t fo r ther e ye t t o b e reliabl e statistic s o n 
commercial ban k lendin g t o developin g countries , bu t i t i s a  developmen t 
which seem s likel y t o hav e a  profoun d impac t o n the wa y i n whic h capita l 
transactions i n developin g countrie s ar e effected . Som e figure s fo r th e 
external busines s o f bank s i n th e Unite d Kingdo m ar e give n i n Anne x VII . 
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Annex I X 

EXPORT CREDI T FINANCE : TH E JAMAICA N EXAMPL E 

The Expor t Credi t Facilit y Offere d b y th e Ban k o f Jamaica , Apri l 1st , 1974 . 

In orde r t o stimulat e th e expor t o f good s manufacture d i n Jamaic a 
the Ban k o f Jamaic a i s prepare d t o mak e fund s availabl e throug h th e commer -
cial bank s t o exporter s a t a  preferre d rat e o f interes t o f 7%. 

2. Th e credi t woul d b e availabl e a t th e tim e o f actua l expor t o f th e 
goods o n proof bein g presente d t o a  ban k o f a  confirme d orde r a s t o quantit y 
and price s fro m th e importe r an d tha t th e good s ha d bee n delivere d t o a 
wharfinger o f ca r r i e r fo r shipment . 

3. Th e exporte r woul d thereafte r presen t th e commercia l ban k wit h a 
promissory not e equivalen t t o th e confirme d sale s valu e o f th e exporte d 
goods. Th e promissor y not e woul d carr y a n interes t rat e o f 7 % and woul d 
be fo r a  perio d o f thre e months . 

4 . Th e commercia l ban k immediatel y o n receip t o f th e promissor y not e 
would sel l th e not e t o th e Ban k o f Jamaic a a t a  pric e whic h woul d b e indicate d 
beforehand t o th e ban k bu t whic h wil l b e suc h a s t o enabl e th e ban k t o mak e 
the fund s availabl e t o th e exporte r a t a  7%  rat e o f interest . 

Detailed arrangement s wil l b e conclude d wit h th e commercia l bank s i n 
respect o f th e matter s whic h concer n th e Ban k o f Jamaic a an d th e commercia l 
banks. 

5. Wher e th e exporte r ha d receive d a  loa n fro m a  commercia l ban k t o 
finance th e productio n o f th e good s exported , fund s covere d b y the promissor y 
note woul d b e transferre d fro m thi s loa n accoun t t o a  specia l 'Expor t Loa n 
Account' whic h woul d bea r th e 7%  ra te o f interest , an d woul d b e repayabl e 
in thre e months . 

6. I f th e exporte r receive s cas h fro m th e importe r prio r t o th e expira -
tion o f th e three-mont h period , ther e wil l b e n o requiremen t tha t thes e 
proceeds b e use d t o reduc e th e 'Expor t Loa n Account ' befor e th e expiratio n 
of th e three-mont h period . Th e cas h proceed s coul d b e use d t o reduc e an y 
other loa n accoun t so  tha t th e exporte r wil l alway s b e assure d tha t th e 
exports ear n fo r hi m a n entitlemen t t o 7%  money fo r thre e months . A s th e 
exporter continue s t o export , h e execute s ne w promissor y note s an d thereb y 
increases th e amoun t o f loan s an d th e perio d ove r whic h h e ca n enjo y th e us e 
of th e lowe r interes t ra te . 

7. Th e initia l su m to b e mad e availabl e b y th e Ban k o f Jamaic a o n a 
revolving basi s i s $2mn . s o tha t o n a  yearly basi s fund s o f u p t o $8mn . 
would b e availabl e unde r thi s facility . 

The minimu m valu e o f eac h transactio n t o qualif y fo r thes e arrangement s 
will b e $1,000 . 

Individual order s o f les s tha n $1,00 0 ca n b e aggregate d t o mak e u p th e 
minimum amount . However , i n specia l case s th e Ban k o f Jamaic a i s prepare d 
to gran t th e facilit y wher e th e amoun t i s unde r $1,000 . 
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There i s n o maximu m individua l loa n prescribe d althoug h thi s wil l b e kep t 
under revie w t o preven t pre-emptin g o f th e fund s b y a  fe w exporters . 

8. Fou r furthe r condition s mus t b e fulfille d t o qualif y fo r thi s 
facility -

(a) th e exporte r mus t hav e obtaine d insuranc e fro m th e 
Jamaican Expor t Credi t Insuranc e Company ; 

(b) th e exportin g compan y mus t b e a  Jamaica n company , 
with a  controllin g interes t hel d b y Jamaicans ; 

(c) th e good s mus t b e bon a fid e manufacture d i n Jamaic a 
and no t merel y repackage d o r re-exporte d fro m Jamaica ; 

(d) th e borrowe r mus t b e regarde d b y th e commercia l ban k 
as credit-worth y t o th e exten t o f th e loa n requested . 
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Table X . 1 . 

Approximate budge t fo r Commonwealt h Investmen t Bank , a t 197 4 price s 

NOTES : Directors; travellin g 

Furniture 

Cars 

4 Resident : 7  Oversea s 
Fares (1s t Class ) fro m Africa , Caribbean , Fa r Eas t £5,50 0 
Meetings -  4  pe r yea r cos t 22,00 0 
per die m -  1 6 days a t £4 0 x  1 0 6,40 0 

Total 28,40 0 sa y £30,00 0 

£30,000 i n 1s t yea r increase d b y £1,000 pe r extr a staf f thereafter . 

1 fo r offic e £5,00 0 1  @ 2,500 pe r membe r o f managemen t +  2  dealers . 
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