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THE IMPORTANCE of the problem being discussed 
by this Conference needs no underlining, but 

I do wish to start by commending the Chicago 
Board of Trade for its initiative in sponsoring this 
meeting and to congratulate the Board on the very 
efficient manner in which arrangements have been 
made. This meeting focuses on one of the central 
issues of the last third of the 20th Century. That 
issue is, to quote the words of the economist 
Thomas Malthus, "the perpetual struggle for 
room and food." We now realize that the princi­
pal, perhaps even the onlY,, way to get the in­
crease in food output we are going to need over 
the next 10 to 15 years is by obtaining more pro­
duction from land now under cultivation. 

This point relates most directly to the develop­
ing countries. It is in these countries that the 
productivity of agriculture is relatively low. It is 
in these countries, too, that four-fifths of the one 
billion people expected to be added to the world's 
population by 1980 will live. Part of these colossal 
needs can be tided over with the help of food aid, 
but aid itself must in the nature of things be 

.largely a stop-gap measure until the developing 
countries place their owp agriculture on a more 
self-sustaining basis. Some of the changes that will 
be needed to bring this about can only come from 
within the developing countries themselves. Al­
ready we are seeing hopeful evidence that agri­
culture is no longer being regarded as merely a 
poor cousin of industry. But a great deal of what 
needs to be done will require the help of the de­
veloped countries, so that the right inputs are 
available at the right place at the right price and 
in the right amounts. 
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I want to confine my remarks today to what 
private capital and private initiative can do to 
develop and expand "agribusiness" in the develop­
ing countries. This is an area in which the Interna­
tional Finance Corporation is directly concerned. 
I could talk at some length on our experiences and 
our views as to how private business can effec­
tively invest in the areas of direct food production 
and processing. The time of each of the panelists 
is limited, however, and I am concentrating atten­
tion on one key area: the financing of fertilizer 
production in the developing countries. I seem to 
be the banker in this panel, and fertilizer is the 
area in which big sums of money are involved. 

THERE ARE MANY REASONS for emphasizing fer­
tilizer production. It's cheaper to import ferti­

lizer than wheat. Fertilizer yields results quickly 
and on a sustained basis, and has a marked demon­
stration effect. It also happens to be an area in 
which the developing countries lag far behind 
North America, Europe and Japan. But the gap 
today is beginning to narrow, and in fact what we 
are now seeing is a quite dramatic increase in f-er­
tilizer use in the developing countries. Ten years 
ago, these countries accounted for abuqt 81h per 
cent of total world usage. Last year, the propor­
tion was closer to 15 per cent of world consump­
tion, and if the trend continues they could account 
for as much as 20 per cent by 1970, going as high 
as one-third in 1980. 

The same dramatic change is taking place in 
world fertilizer capacity. Today, nearly one-fourth 
of all new plant capacity being added is located 
in the developing countries. In 1965, these coun­
tries accounted for about one-tenth of total world 
capacity; by 1970, the proportion is likely to be 
closer to 15 per cent. One thing these figures indi­
cate very clearly is that a revolution is taking place 
in agriculture in these countries. But even despite 
what has happened in the last decade or so, the 
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amount of fertilizer used by farmers in cQuntries 
such as Brazil or India is still quite insignificant­
on a per acre basis, for instance, it is only about 
10 per cent of what farmers in North America use. 

If I am optimistic about the outlook for in­
creased use of fertilizers in the less developed 
countries, there are two main reasons I would 
single out. One is the technological advances 
made by the fertilizer industry over the past 
decade and longer; the other is the discovery of 
new sources of raw materials within the develop­
ing countries. Let me give one example. Five 
years ago, an ammonia plant with a capacity of 
300 tons per day was considered large. Today, 
plants with a capacity ranging anywher-e from 
600 tons to 1,500 tons per day are coming into 
existence. The striking feature of these "second 
generation" plants is that their ~apital cost per 
ton of capacity is so much lower than that of the 
smaller, older plants. The economies of scale that 
can be achieved with these new plants offer one 
of the best incentives to greater use of fertilizer; 
namely, much lower prices to the farmer. 

The other development I would stress is in re­
gard to raw materials. If the developing countries 
have been slow to build up their own fertilizer 
industries, one principal reason has been the short­
age of raw materials. This is much less the case 
today. In many countries, the establishment of oil 
refineries has meant that locally produced naphtha 
has become avai:able for making ammonia. And 
now that bulk transport of ammonia in large, re­
frigerated tankers has been shown to be not only 
feasible but economic, waste natural gas, pres­
ently being flared in the countries of the Persian 

. Gulf area, Nigeria and Venezuela, could provide 
the basis for producing even cheaper ammonia. 
If this development is not taking place as quickly 
as might have been hoped, it is because, for politi­
cal reasons, most countries do not want to be 
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dependent on a single foreign source of supply for 
a key raw material. On the other hand, if ammonia 
becomes a world commodity, with perhaps four 
or five competing sources of supply, as some peo­
ple now believe possible, I feel sure many of these 
political fears will simply disappear. 

NEVERTHELESS, FERTILIZER today threatens to 
be one of the principal bottlenecks in ex­

panding food output in the developing countries, 
and the reason for this is not only the gigantic 
tonnages of material which would have to be 
produced, transported and marketed but also the 
tremendous foreign exchange costs involved. In 
1965, it's estimated that th~ developing countries 
required in all about $825 million in foreign ex­
change to meet their fertilizer requirements. Of 
this total, finished fertilizers accounted for about 
$540 million. Despite the new capacity now being 
installed in countries like India, the need for im­
ports is also likely to rise substantially in the next 
few years. In India, for example, the present target 
is to raise consumption of nitrogen from about one 
million tons this year to 2.4 million tons by 1971 
and four million tons by 1976, with potash and 
phosphate consumption increasing p oportion­
ately. Even though the domestic fertilizer indus­
try is beginning to expand rapidly, India is still 
a long way from self-sufficiency. If the gap is to 
be filled, it will need massive amounts of imports: 
about $250 million annually on average over the 
next five years. That works out at close to 20 per 
cent of the country's projected export earnings­
a tremendous cost but still much cheaper than the 
cost of importing food, even if it were available. 

If I appear to be singling out India, it is not 
because its problems are unique but because their 
scale is so immense. What it comes down to is 
that countries like India can never really expect a 
breakthrough in agriculture if they have to devote 
so much of their foreign exchange earnings to fer-
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tilizer imports. This is why so much emphasis is 
being placed on locating new fertilizer capacity in 
the developing countries. Where the market is 
large enough and where raw materials are avail­
able, there are substantial foreign exchange sav­
ings to be obtained through local manufacture 
rather than through importing the finished prod­
uct. Let me give an example, taking the case of a 
plant with a capacity of 200,000 tons of nitrogen 
a year. A reasonable estimate of the foreign ex­
change costs of building a plant of this size in a 
country like India is between $35-40 million. The 
landed cost of nitrogen in solid forms is at present 
in the neighborhood of $200 per ton. Assuming the 
plant were operating at 75 per cent of capacity, in 
other words producing at the rate of 150,000 tons 
of nitrogen a year, this would represent an annual 
foreign exchange saving of about $30 million from 
a foreign exchange investment of $35-40 million. 
These figures speak for themselves. 

GIVEN THE MASSIVE FERTILIZER needs of the de­
veloping countries, what we come back to is 

the key question: how can the private business 
community, and those of us who finance the pri­
vate business community, in the light of our pres­
ent understanding of the problems, hope to make 
the kind of investment decisions that will stand 
the test of time? We know that effective demand is 
growing at a far higher rate than could have been 
anticipated five or ten years ago. We know the 
dimensions of the potential needs. We know the 
developing countries lack the foreign exchange 
to meet their needs through imports, and we rec­
ognize more and more tha~ new capacity must be 
located in these countries. We also know that the 
longer the developing countries defer the deci­
sions they must make, the more costly the time 
lag will be in terms of foreign exchange. Finally, 
we know that even with the foreign exchange 
savings they can expect by establishing their own 
fertilizer industries, the developing countries do 
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not have the resources to close the gap. And by 
this I particularly mean the resources of manage­
ment as well as of money. 

This is the reason why the World Bank and the 
International Finance Corporation have taken the 
position that if the fertilizer needs of the develop­
ing countries are to be met, they will need to sup­
plement their own resources by drawing on the 
capital, the technical skills, as well as the market­
ing and management know-how, of the major 
international oil, chemical and fertilizer com­
panies. Their experience in establishing fertilizer 
manufacture on a profitable basis and their knowl­
edge of distribution and marketing techniques 
are directly relevant. In an industry involved in 
more or less continuous change, they can provide 
access to the latest technology. And through train­
ing programs, they can make possible the transfer 
of valuable skills to the developing countries. 
Finally, their risking of their own funds by direct 
investment ensures careful appraisal of the eco­
nomic and business soundness of the projects and 
that the necessary time and energy of the senior 
management personnel of the know-how partners 
will be applied to the ventures. 

BUT IF THESE PRIVATE investors are to take part 
in the growth of fertilizer industries in the 

developing countries, they will need some assur­
ance that other inputs will be available to farmers 
and that governments will take necessary meas­
ures, including giving the farmer the kind of price 
incentives that will help develop fertilizer use. 
They will also need freedom to set their own prices 
for the fertilizer they produce in competition with 
other private producers and with imports, so that 
they do not find themselves in a kind of quasi­
public utility or faced with unfair competition 
from subsidized government fertilizer sales. What 
this comes back to is the concern of many private 
investors about the investment climate in the de-
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veloping countries and the possibilities of earning 
a reasonable return on capital. As a financing 
agency working with private investors, these prob­
lems concern us as well. In too many cases, there 
is still a wide gap between the expectations of the 
investor and the incentives the host country is 
prepared to provide. 

Our Chairman has referred. to the recent study 
by the Organization for Economic Cooperation 
and Development ( OECD), which has made esti­
mates of the capital required by the developing 
countries for investment in fertilizer production 
facilities, for imports of finished fertilizers and for 
fertilizer raw materials. The figure the OECD 
arrived at was close to $5 billion annually by 1980, 
or more than half the flow of all capital resources 
to the developing countries today. What this 
OECD estimate does is establish an order of mag­
nitude, and that in turn indicates both the size 
and the urgency of the fertilizer problem. If the 
needs of the developing countries are to be met, 
the necessary mobilization of resources can only 
be accomplished through a joint effort and by 
close cooperation between private investors, gov­
ernments and the international agencies that are 
able to help in the financing of the projects. 

WE HAVE COME a long way in the last few years. 
We can see where some of our assumptions, 

for instance regarding food aid, have been wrong. 
We are now close to fairly general agreement that 
the right strategy is to help put the developing 
countries on a self-sustaining basis as far as agri­
cultural inputs are concerned. Given full coopera­
tion between private investors, governments and 
the international financing agencies, there is a 
strong possibility, perhaps even a strong proba­
bility, that the fertilizer availabilities required to 
make possible production by the developing 
countries of their food needs over the next 10 to 
15 years can be met. 
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The importance of the problem being discussed by this Conference needs 

no underlining, but I do wish to start by commending the Chicago Board. of Trade 1 ~ 

for its initiative in sponsoring this meeting and to congratulate the Board on /) 

the very efficient manner in which arrangements have been made. This meeting t1r 
("'" 

focuses on one of the central issues of the last third of the 20th Century. ,, 
,,, 

That issue is, to quote the words of the economist Thomas Malthus, "the perpet-

ual struggle for room and food." vle now realize that the principal, perhaps 

even the only, way to get the increase in food output we are going to need over 

the next 10 to 15 years is by obtaining more production from land now under 

cultivation. 

This point relates most directly to the developing countries. It is 

in these countries that the productivity of agriculture is relatively low. It 

is in these countries, too, that four-fifths of the one billion people expected 

to be added to the world's population by 1980 will live. Part of these colossal 

needs can be tided over with the help of food aid, but aid itself must in the 

nature of things be largely a stop-gap measure until the developing countries 

,.... ,.., 
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place their own agriculture on a more self-sustaining basis. Some of the changes 

that will be needed to bring this about can only come from within the developing 

countries themselves. Already we are seeing hopeful evidence that agriculture 

is no longer being regarded as merely a poor cousin of industry. But a great 

deal of what needs to be done will require the help of the developed countries, 

so that the right inputs are available at the right place at the right price 

and in the right amounts. 

I want to confine my remarks today to what private capital and private 

initiative can do to develop and expand "agribusiness" in the developing coun-

tries. This is an area in which the International Finance Corporation is 
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directly concerned. I could talk at some length on our experiences and our 

views as to how private business can effectively invest in the areas of direct 

food production and processing. The time of each of the panelists is limited, 

however, and I am concentrating attention on one key area: the financing of 

fertilizer production in the developing countries. I seem to be the banker in 

this panel, and fertilizer is the area in which big sums of money are involved. 

There are many reasons for emphasizing fertilizer production. It's 

cheaper to import fertilizer than wheat. Fertilizer yields results quickly and 

on a sustained basis, and has a marked demonstration effect. It also happens 

to be an area in which the developing countries lag far behind North America, 

Europe and Japan. But the gap today is beginning to narrow, and in fact what 

we are now seeing is a quite dramatic increase in fertilizer use in the devel­

Oping countries. Ten years ago, these countries accounted for about ~2 per cent 

of total world usage. Last year, the proportion was closer to 15 per cent of 

world consumption, and if the trend continues they could account for as much 

as 20 per cent by 1970, going as high as one-third in 1980. 

The same dramatic change is taking place in world fertilizer capacity. 

Today, nearly one-fourth of all nev-J plant capacity being added is located in the 

developing countries. In 1965, these countries accounted for about one-tenth of 

total world capacity; by 1970, the proportion is likely to be closer to 15 per 

cent. One thing these figures indicate very clearly is that a revolution is 

taking place in agriculture in these countries. But even despite what has hap­

pened in the last decade or so, the amount of fertilizer used by farmers in coun-

tries such as Brazil or India is still quite insignificant on a per acre basis, 

for instance, it is only about 10 per cent of what farmers in North America use. 
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If I am optimistic about the outlook for increased use of fertilizer s 

in the less developed countries, there are two main reasons I would single out. 

One is the technological advances made by the fertilizer industry over the past 

decade and longer; the other is the discovery of new sources of raw materials 

within the developing countries. Let me give one example. Five years ago, an 

ammonia plant with a capacity of 300 tons per day was considered large. Today, 

plants with a capacity ranging anywhere from 600 tons to 1,500 tons per day are 

coming into existence. 'Ihe striking feature of these "second generation" plants 

is that their capital cost per ton of capacity is so much lower than that of the 

smaller, older plants. The economies of scale that can be achieved with these 

new plants offer one of the best incentives to greater use of fertilizer; namely, 

much lower prices to the farmer. 

The other development I would stress is in regard to raw materials. 

If the developing countries have been slow to build up their own fertilizer in­

dustries, one principal reason has been the shortage of raw materials. This is 

much less the case today. In many countries, the establishment of oil refineries 

has meant that locally produced naphtha has become available for making ammoniac 

And now that bulk transport of ammonia in large, refrigerated tankers has been 

shown to be not only feasible but economic, waste natural gas, presently being 

flared in the countries of the Persian Gulf area, Nigeria and Venezuela, could 

provide the basis for producing even cheaper ammonia. If this development is 

not taking place as quickly as might have been hoped, it is because, for political 

reasons, most countries do not want to be dependent on a single foreign source of 

supply for a key raw· material. On the other hand, if ammonia becomes a world com­

modity, with perhaps four or five competing sources of supply, as some people now 

believe possible, I feel sure many of these political fears will simply disappear. 
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Nevertheless, fertilizer today threatens to be one of the principal 

bottlenecks in expanding food output in the developing countries, and the reason 

for this is not only the gigantic tonnages of material which 1tJ'Ould have to be 

produced, transported and marketed but also the tremendous foreign exchange 

costs involved. In 1965, it's extimated that the developing countries required 

in all about $825 million in foreign exchange to meet their fertilizer require­

ments. Of this total, finished fertilizers accounted for about $540 million. 

ll3spite the new capacity now being installed in countries like India, the need 

for imports is also likely to rise substantially in the next few· years. In 

India, for example, the present target is to raise consumption of nitrogen from 

about one million tons this year to 2.4 million tons by 1971 and four million 

tons by 1976, with potash and phosphateqcnsumption increasing proportionately. 

Even though the domestic fertilizer industry is beginning to expa.."'ld rapidly, 

India is still a long way from self-sufficiency. If the gap is to be filled, 

it will need massive amounts of imports: about $250 million annually on average 

over the next five years. That works out at close to 20 per cent of the coun­

try's projected export earnings --a tremendous cost but still much cheaper than 

the cost of importing food, even if it were available. 

If I appear to be singling out India, it is not because its problems 

are unique but because their scale is so immense. What it comes down to is that 

countries like India can never really expect a breakthrough in agriculttiTe if 

they have to devote so much of their foreign exchange earnings to fertilizer 

imports. This is why so much emphasis is being placed on locating new fertilizer 

capacity in the developing countries. Where the market is large enough and where 

raw· materials are available, there are substantial foreign exchange savings to be 

obtained through local manufacture rather than through importing the finished 
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product. Let me give an example, taking the case of a plant with a capacity of 

200,000 tons of nitrogen a year. A reasonable estimate of the foreign exchange 

costs of building a plant of this size in a country like India is between $35-40 

million. The landed cost of nitrogen is at present in the neighborhood of $200 

per ton. Assuming the plant were operating at 75 per cent of capacity, in other 

words producing at the rate of 150,000 tons of nitrogen a year, this would repre­

sent an annual foreign exchange saving of about $30 million from a foreign ex­

change investment of $35-40 million. These figures speak for themselves. 

Given the massive fertilizer needs of the developing countries, what we 

come back to is the key question: how can the private business community, and 

those of us who finance the private business community, in the light of our 

present understanding cf the problems, hope to make the kind of investment de­

cisions that will stand the test of time. He know that effective demand is 

growing at a far higher rate than could have been anticipated five or ten years 

ago. We know· the dimensions of the potential needs. 1rJe know the developing 

countries lack the foreign exchange to meet their needs through imports, and we 

recognize more and more that new· capacity must be located in these countries. 

We also know that the longer the developing countries defer the decisions they 

must make, the more costly the time lag will be in terms of foreign exchange. 

Finally, we know that even with the foreign exchange savings they can expect by 

establishing their own fertilizer industries, the developing countries do not 

have the resources to close the gap. And by this I particularly mean the re­

sources of management as well as of money. 

This is the reason why the World Bank and the International Finance 

Corporation have taken the position that if the fertilizer needs of the develop­

ing countries are to be met, they will need to supplement their own resources by 
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drawing on the capital, the technical skills, as well as the marketing and man·-

agement know-how of the major international oil, chemical and fertilizer com­
' 

panies. Their experience in establishing fertilizer manufacture on a profitable 

basis and their knowledge of distribution and marketing techniques are directly 

relevant. In an industry involved in more or less continuous change, they can 

provide access to the latest technology. And through training programs, they 

can make possible the transfer of valuable skills to the developing countries. 

Finally, their risking of their own funds by direct investment ensures careful 

appraisal of the economic and business soundness of the projects and that the 

necessary time and energy of the senior management personnel of the know-how· 

partners will be applied to the ventures. 

But if these private investors are to take part in the growth of fer-

tilizer industries in the developing countries, they will need so~e assurance 

that other inputs will be available to farmers and that governments will take 

necessary measures, including giving the farmer the kind of price incentives 

that will help develop fertilizer use. They will also need freedom to set their 

own prices for the fertilizer they produce in competition with other private pro-

ducers and with imports, so that they do not find themselves in a kind of quasi-

public utility or faced with unfair competition from subsidized government fer-

tilizer sales. What this comes back to is the concern of many private investors 

about the investment climate in the developing countries and the possibilities 

of earning a reasonable return on capital. As a financing agency working with 

private investors, these problems concern us as well. In too many cases, there 

is still a wide gap between the expectations of the investor and the incentives 

the host country is prepared to provide. 
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Our chairman has referred to the recent study by the Organization for 

Economic Cooperation and Development (OECD), which has made estimates of the 

capital required by the developing countries for investment in fertilizer pro­

duction facilities, for imports of finished fertilizers and for fertilizer raw· 

materials. The figure the OECD arrived at was close to $5 billion annually by 

1980, or more than half the flow of all capital resources to the developing 

countries today. vfuat this OECD estimate does is establish an order of magni­

tude, and that in turn indicates both the size and the urgency of the fertilizer 

problem. If the needs of the developing countries are to be met, the necessary 

mobilization of resources can only be accomplished through a joint effort and by 

close cooperation between private investors, governments and the international 

agencies that are able t q help in the financing of the projects. 

We have come a long way in the last few years. We can see where some 

of our assumptions, for instance regarding food aid, have been wrong. We are now 

close to fairly general agreement that the right strategy is to help put the 

developing countries on a self-sustaining basis as far as agricult11ral inputs 

are concerned. Given full cooperation between private investors, governments 

and the international financing agencies, there is a strong possibility, per­

haps even a strong probability, that the fertilizer availabilities required to 

make possible production by the developing countries of their food needs over 

the next 10 to 15 years can be met. 
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Ladies and Gentlemen, I am delighted to be here and particularly pleased 

to be the non-agriculturalist appearing with this group of knowledgeable panelists 

speaking on the world food problem. The solution to it is one which is going to 

involve capital as well as know-how and people, and I think that it's the money 

side of the subject that I've been asked to talk about. 

When talking about financing food production, there are a number of dif­

ferent topics that could be included on the agenda. Previous talks have indicated 

various ways in which increased food availability could be accomplished -- greater 

land development, better land utilization, increased availability of production 

inputs, more effective processes of production and improvements in the collection, 

storage, processing and distribution of food, once it has been produced. There is 

a financing role in each of these. To a considerable degree, that financing role 

is necessarily a governmental function. The role of financing irrigation or land 

development schemes is largely governmental. Suitable procedures for collection 

and distribution have much to do with price mechanisms and price support arrange­

ments. This, too, is obviously a governmental function. The increased availa­

bility of agricultural credit is probably a mixed function, but here also the 

role of government is an important one. 

I don't plan to talk about the public sector insofar as the financing 

of these areas is concerned, but to limit myself in the time available to talking 

about the private areas. There is a role for private investment and the Inter­

national Finance Corporation itself has participated in financing private opera­

tions in each of these sectors. We have been involved in the financing of a 

plantation scheme in East Africa, thereby opening up new land and bringing it 

under cultivation. We've been involved directly in the production process by 

helping to finance a cattle growing operation, by arranging for an increase in 
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the number of cattle being grown and, consequently, for greater availability of 

meat in the future. We've been involved in another of these roles by financing 

processing and grain storage o 

Most of all, we are involved in what I consider to be the important 

area of this activity: maldng available increased production inputs. Now, there 

are a number of these -- agricultural machinery, better seeds, pesticides, and 

fungicides. But there is one in particular which I am going to make the theme of 

my remarks. This is the subject of fertilizer. I'm going to concentrate on fer­

tilizer, not because it's the only area of importance: all of these areas fit 

together. It's like trying to put together a gigantic jigsaw puzzle and saying 

there's one key piece. There isn't any one key piece. Nevertheless, fertilizer 

has a fundamental role in solving the food problem. And it is a function which 

is of particular impo~tance to anyone concerned with the financial side because 

this is the area in which substantial amounts of money are needed and this is 

the area in which the role of private investment is of fundamental importance. 

It's also a field in which there is a direct and immediate relationship between 

the money that is spent on the input and the amount of output that occurs. 

I'm not a technician and I'm therefore going to paint with a very broad 

brush in talking about some of these nunbers. As a rule of thumb, it's perfectly 

clear that for each dollar's worth of fertilizer that gets applied to land, you 

can more or less count on increased production of three dollars's worth of agri­

cultural products. I know· you've got to have the people to harvest the stuff 

when it's grown; it's got to be the right kind of fertilizer, applied at the 

right time; you've got to know how to use it. All of these qualifications need 

to be introduced. But nevertheless, the coefficient of increase in output is a 

striking one. 
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To put the ·-problem in real perspective, I am going to have to impose 

some numbers on you. I w·ould like to try to put the increase in population and 

~hat that means for food requirements in terms of fertilizer needs. Thanks to 

the Food and Agriculture Organization and others, there are some statistics. 

But these statistics too are uncertain, they're not the kind of numbers that you 

can do or die on. Nevertheless, they're as good numbers as you can find. 'L.~e 

orders of magnitude are correct, and they're meaningful in implying what the 

problems are. 

Annual w·orld consumption of fertilizer at the present time is in the 

order of magnitude of 18 million tons of nitrogen, 14 million tons of phosphate 

and 11 million tons of potash, the three principal fertilizer ingredients. Start­

ing with 18 million tons of utilization of nitrogen being utilized presently it's 

a reasonably good guess that world consumption five years from now will be 28 

million tons. If one were to assume that the rate of increase of utilization of 

11 per cent per year would continue into the future as well as during this next 

five-year period (and this is not at all unlikely, in fact there is a good chance 

that the rate of increase during this five-year period will be more than 11 per 

cent) we would expect consumption in 1975 to be in the order of magnitude of 

45-50 million tons of nitrogen. 

Now·, let's try to put that in terms of probably the one country which 

is in all our minds whenever we begin talking about the world food problem, and 

that is India. India, with a population of 500 million, with its rate of popu­

lation growth, with its tremendous need right now for food imports, is at the 

nub of the food problem. It isn't only an Indian problem by any means; it 1:s 

equally true in Pakistan and in many other developing countries. But by sheer 

size, India must be specifically mentioned when one begins to talk about the 
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-world food problem.. In India today, the annual consumption of nitrogen is in the 

order of magnitude of 600,000 tons. We think that in this next year it will step 

up spectacularly to about a million tons. By 1970/71, India will need to use 

about 2.4 million tons of nitrogen in order to more or less stand still in its 

food requirements. To feed its growing population at the present calorific in­

take, we think that Indian needs for nitrogen alone jn 1975/76 will be in the order 

of magnitude of four to five million tons, and that the requirements by 1980 will 

be of the order of eight million tons as against the present availability of 

600,000 tons. 

Let me try to put this in terms of money. In a developing country, the 

cost of putting up a fertilizer plant which will produce 200,000 tons of nitrogen 

a year and process it into usable form -- urea or ammonium nitrate -- is in the 

order of magnitude of $SO million. In other words, to get an additional one mil­

lion tons of nitrogen, we're talking about an investment cost, give or take a 

little, of $250 million. Now· with the increase in nitrogen, there of course 

needs to be additional availability of phosphate and potash. Put these other 

requirements again in money terms, and the $250 million which needs to be spent 

for the nitrogen side of the fertilizer operation is going to have to be accom­

panied by somewhere between $100-$150 million for facilities for the other fer­

tilizer components. 

Now let's come back to the figures we were talking about and what India's 

needs alone are: to move from 600,000 tons at present to 2.4 million tons in 

1970/71 and to probably five million tons in 1975. In other words, what India 

needs in new plants (and now· I'll exclude those which are in the process of con­

struction, or for which financing has been arranged even though the actual work 

hasn't been started yet) is about three to three and a half million tons of 
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adiitional nitrogen plus the other components by 1975. It isn't India alone that 

is involved, of course~ There are fertilizer requirements elsewhere in the w·orld. 

But this, I think, puts it forward in a quite striking form. 

To meet this, there are three basic problems which have to be solved. 

The first is money, the second is management and the third is the availability of 

raw material. The money ru1d management, I feel, are two aspects that have to be 

considered together. And the solution of the fertilizer problem of India, or the 

rest of the developing w-orld, is going to require the introduction of management 

l;vhich has the money to make :investments in fertilizer capacity. The scope of the 

financial problem we are talking about and the large part of finance needed in 

foreign exchange make it clear that these amounts are not within India's or 

Pakistan's own available resourceso Nor are these amounts, at least at present, 

within the parameters of governmental aid programs. If these amounts are going 

to be met, they will have to be provided by the knowledgeable international com­

panies presently active in the fertilizer business -- the large petrolemn and 

chemical companies which have the capital resources and the technological and 

personnel facilities to make it possible to run plants of the size that are 

talked about here. 

The third basic requirement that I mentioned was raw materials, and I 

want to digress a minute to talk about this. Again speaking non-technically, I 

said the fundamental production stimulant that is involved in fertilizer is ni­

trogen. Nitrogen fertilizerscan be produced in many ways. Nitrogen itself can 

be acquired from the air but the hydrogen which combines with it to make ammonia, 

the building block on which all nitrogenous fertilizers are based, comes from a 

hydrocarbon feedstock., There are t1;vo important raw· material sources: one is 

natural gas and the other is naphtha, which is a petroleum refinery product like 
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gasoline. Large quanti ties of the hydrocarbon raw material are needed if the 

w·orld is going to be able to meet fertilizer requirements. .And today, large 

quantities of raw· material are being wasted daily in widely different areas of 

the world because the facilities have not yet been put together to make use of 

it. Natural gas is being burned to get rid of it in Kuwait, in Iran, in Saudi 

.Arabia, and in other Persian Gulf oil producing areas. It's also being flared 

in Nigeria and Venezuela. 

In the United States, natural gas is widely used as a feedstock because 

pipelines bring the gas from the gas fields to the fertilizer plants. But in many 

of the developing countries, the projects for fertilizer are intended to be based 

uponnaphthawhich, in terms of money, is a quite expensive raw· material • .Again, 

I 111 give t-wo numbers to give an estimate of the order of magnitude. 'lhe raw· 

material cornpenents of a ton of ammonia, the basic nitrogenous feedstock, w·ould 

be about $4 per ton, if produced from flared gas in the Middle East. The raw 

material component of a ton of ammonia produced from naphtha, at today 1 s prices 

of nafhtha, w·ould be about $18 per ton. So that the cost of the basic raw· mate­

rial needed could be reduced by a factor of three-fourths, if materials which 

are presently being wasted were used. 

There are some projects of this kind now going on. Kuwait has a project 

to produce fertilizer from natural gas. Saudi .Arabia is talking of one now·, and 

it's in an advanced stage. Iran has a project sponsored by a U.S. company. But 

the bulk of the problem has not yet been faced, the most important reason being 

that the developing countries themselves are reluctant to see their fertilizer 

industry based upon the need for importing ammonia. 

Looking at the future, I think we can see clearly thac getting an in­

crease in fertilizer output, in an order of magnitude of two or three or four 
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tll'nes what is presently being produced, is possible. We have the technical :lmow·-

how to solve this. I think we can see also that although there are large sums of 

capital involved, this problem ca~ be solved because the direct productivity re­

sults of applying fertilizer are so great. What we are faced w"ith now is the 

problem of organization, of getting together the consuming countries which need 

the fertilizer, the international companies wluch have the resources to undertake 

the investments, the international institutions which are going to have to put 

some money into these operations, as well as the governments who are involved 

in foreign aid. Putting all these elements together, I think that w·e will have 

a vastly increased availability of fertilizer and a vastly increased availability 

of food. 
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The importance of the problem being discussed by this Conference needs 

no underlining, but I do wish to start by commending the Chicago Board of Trade 

for its initiative in sponsoring this meeting and to congratulate the Board on 

the very efficient manner in which arrangements have been rnade. This maeting 

focuses on one of the central issues of the last third of the 20th Century. 

That issue is, to quote the words of the economist Thomas Malthus, "the perpet-

ual struggle for room and food. 11 vle now realize that the principal, perhaps 

even the only, way to get the increase in food output we are going to need over 

the next 10 to 15 years is by obtaining more production from land now under 

cultivation. 

This point relates most directly to the developing countries. It is 

in these countries that the productivity of agriculture is relatively low. It 

is in these countries, too, that four-fifths of the one billion people expected 

to be added to the world's population by 1980 will live. Part of these colossal 

needs can be tided over with the help of food aid, but aid itself must in the 

nature of things be largely a stop-gap measure until the developing countries 

place their own agriculture on a more self-sustaining basis. Some of the changes 

that will be needed to bring this about can only come from within the developing 

countries themselves. Already we are seeing hopeful evidence that agriculture 

is no longer being regarded as merely a poor cousin of industry. But a great 

deal of what needs to be done will require the help of the developed countries, 

so that the right inputs are available at the right place at the right price 

and in the right amounts. 

I want to confine my remarks today to what private capital and private 

initiative can do to develop and expand "agribusiness" in the developing coun­

tries. 'lliis is an area in which the International Finance Corporation is 

• 't 
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directly concerned. I could talk at some length on our experiences and. our 

vievrs as to how· private business can effectively invest in the areas of direct 

food production and processing. The time of each of the panelists is limited, 

however, and I am concentrating attention on one key area: the financing of 

fertilizer production in the developing countries. I seem to be the banker in 

this panel, and fertilizer is the area in ~hich big sums of money are involved. 

There are many reasons for emphasizing fertilizer production. It's 

cheaper to import fertilizer than wheat. Fertilizer yields results quickly and 

on a sustained basis, and has a marked demonstration effect. It also happens 

to be an area in which the developing countries lag far behind North America, 

Europe and Japan. But the gap today is beginning to narrow, and in fact what 

we are now seeing is a quite dramatic increase in fertilizer use in the devel­

oping countries. Ten years ago, these countries accounted for about ~2 per cent 

of total world usage. Last year, the proportion was closer to 15 per cent of 

world consumption, and if the trend continues they could account for as much 

as 20 per cent by 1970, going as high as one-third in 1980. 

The same dramatic change is taking place in world fertilizer capacity. 

Today, nearly one-fourth of all new plant capacity being added is located in the 

developing countries. In 1965, these countries accounted for about one-tenth of 

total world capacity; by 1970, the proportion is likely to be closer to 15 per 

cent. One thing these figures indicate very clearly is that a revolution is 

taking place in agriculture in these countries. But even despite what has hap­

pened in the last decade or so, the amount of fertilizer used by farmers in coun­

tries such as Brazil or India is still quite insignificant -- on a per acre basis, 

for instance, it is only about 10 per cent of what farmers in North America use. 
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If I am optimistic about the outlook for increased use o£ fertilizer~ 

in the less developed countries, there are two main reasons I would single out. 

One is the technological advances made by the fertilizer industry over the past 

decade and longer; the other is the discovery of new sources of raw matarials 

within the developing countries. Let me give one example. Five years ago, an 

ammonia plant with a capacity of 300 tons per day was considered large. Today, 

plants with a capacity ranging anywhere £rom 600 tons to l,SOO tons per day are 

coming into existence. 'Dle striking feature of these "second generation" plants 

is that their capital cost per ton of capacity is so much lower than that of the 

smaller, older plants. The economies of scale that can be achieved with these 

new plants offer one of the best incentives to greater use of fertilizer; namely, 

much lower prices to the farmer. 

The other development I would stress is in regard to raw· materials. 

If the developing countries have been slow· to build up their own fertilizer in­

dustries, one principal reason has been the shortage of raw materials. This is 

much less the case today. In many countries, the establishment of oil refiner~es 

has meant that locally produced naphtha has become available for making ammonia. 

And now that bulk transport of ammonia in large, refrigerated tankers has been 

shown to be not only feasible but economic, waste natural gas, presently being 

flared in the countries of the Persian Gulf area, Nigeria and Venezuela, could 

provide the basis for producing even cheaper ammonia. If this development is 

not taking place as quickly as might have been hoped, it is because, for political 

reasons, most countries do not want to be dependent on a single foreign source of 

supply for a key raw· material. On the other hand, if ammonia becomes a world com­

modity, with perhaps four or five competing sources of supply, as some people now 

believe possible, I feel sure many of these political fears will simply disappear~ 
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Nevertheless, £ertilizer today threatens to be one of the principal 

bottlenecks in expanding food output in the developing countries, and the reason 

for this is not only the gigantic tonnages of material which w·ould have to be 

produced, transported and marketed but also the tremendous foreig:l exchf~~1ga 

costs involved. In 1965, it's extimated that the developing countries required 

in all about $825 million in foreign exchange to meet their fertilizer require­

ments. Of this total, finished fertilizers accounted for about $540 million. 

Despite the new capacity now· being installed in countries like India, the need 

for imports is also likely to rise substantially in the next few years. In 

India, for example, the present target is to raise consumption of nitrogen from 

about one million tons this year to 2.4 million tons by 1971 and four million 

tons by 1976, with potash and phosphate~onsurnptian increasing proportionately. 

Even though the domestic fertilizer industry is beginning to exp£...."ld rapidly, 

India is still a long way from self-sufficiency. If the gap is to be filled, 

it will need massive amounts of imports: about $250 million annually on average 

over the next five years. That works out at close to 20 per cent of the coun­

try's projected export earnings -- a tremendous cost but still much cheaper than 

the cost of importing food, even if it were available. 

If I appear to be singling out India, it is not because its problems 

are unique but because their scale is so immense. What it comes down to is that 

countries like India can never really expect a breakthrough in agricultt~e if 

they have to devote so much of their foreign exchange earnings to fertilizer 

imports. This is why so much emphasis is being placed on locating new fertilizer 

capacity in the developing countries. Where the market is large enough and where 

raw· materials are available, there are substantial foreign exchange savings to be 

obtained through local manufacture rather than through importing the finished 
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product. Let me give an example, taking the case of a plant with a capacity of 

200,000 tons of nitrogen a year. A reasonable estimate of the foreig11 exchang~ 

costs of building a plant of this size in a country like India is between $35-40 

million. The landed cost of nitrogen is at present in the neighborhood of $200 

per ton. Assuming the plant were operating at 75 per cent of capacity, in other 

l-lords producing at the rate of 150,000 tons of nitrogen a year, this would repre­

sent an annual foreign exchange saving of about $30 million from a foreign ex­

change investment of $35-40 million. These figures speak for themselves. 

Given the massive fertilizer needs of the developing countries, what w~ 

come back to is the key question: how· can the private business community, and 

those of us who finance the private business community, in the light of our 

present understanding of the problems, hope to make the kind of investment de­

cisions that will stand the test of time. vJe know that effective d'3mand is 

growing at a far higher rate than could have been anticipated five or ten years 

ago. We know the dimensions of the potential needs. vJe know the developing 

countries lack the foreign exchange to meet their needs through imports, anG. ·~;; .:.. 

recognize more and more that new capacity must be located in these countries. 

We also know that the longer the developing countries defer the decisions they 

must make, the more costly the time lag will be in terms of foreign exchange. 

Finally, we know that even with the foreign exchange savings they can expect by 

establishing their own fertilizer industries, the developing countries do not 

have the resources to close the gap. And by this I part~cularly mean the re­

sources of management as well as of money. 

This is the reason why the World Bank and the International Finance 

Corporation have taken the position that if the fertilizer needs of the develop­

ing countries are to be met, they will need to supplement their own resources by 
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drawing on the capital, the technical skills, as well as the marketing and man­

agement know·-how, of the major international oil, chemical and fertilizer com­

panies. Their experience in establishing fertilizer manufacture on a profitable 

basis and their knowledge of distribution and marketing techniques are directly 

relevant. In an industry involved in more or less continuous change, they can 

provide access to the latest technology. And through training programs, they 

can make possible the transfer of valuable skills to the developing countries. 

Finally, their risking of their own funds by direct investment ensures careful 

appraisal of the economic and business soundness of the projects and that the 

necessary time and energy of the senior management personnel o£ the know-how· 

partners will be applied to the ventures. 

But if these private investors are to take part in the growth of fer­

tilizer industries in the developing countries, they will need so:ne assurance 

that other inputs will be available to farmers and that governments will take 

necessary measures, including giving the farmer the kind of price incentives 

that will help develop fertilizer use. 'llley will also need freedom to set their 

own prices for the fertilizer they produce in competition with other private pro­

ducers and with imports, so that they do not find themselves in a kind of quasi­

public utility or faced with unfair competition from subsidized government fer­

tilizer sales. What this canes back to is the concern of many private investors 

about the investment climate in the developing countries and the possibilities 

of earning a reasonable return on capital. As a financing agency working with 

private investors, these problems concern us as well. In too many cases, there 

is still a w·ide gap between the expectations of the investor and the incentives 

the host country is prepared to provide. 
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Our chairman has referred to the recent study by the Organization for 

Economic Cooperation and Development (OECD), which has made estimates of the 

capital required by the developing countries for investment in fertilizer pro­

duction facilities, for imports of finished fertilizers and for fertilizer raw· 

materials. The figure the OECD arrived at was close to $5 billion annually by 

1980, or more than half the flow of all capital resources to the developing 

countries today. vJhat this OECD estimate does is establish an order of magni­

tude, and that in turn indicates both the size and the urgency of the fertilizer 

problem. If the needs of the developing countries are to be met, the necessary 

mobilization of resources can only be accomplished through a joint effort and by 

close cooperation between private investors, governments and the international 

agencies that are able to help in the financing of the projects. 

vie have come a long way in the last few· years. We can see where some 

of our assumptions, for instance regarding food aid, have been wrong. We are now 

close to fairly general agreement that the right strategy is to help put the 

developing countries on a self-sustaining basis as far as agricultural inputs 

are concerned. Given full cooperation between private investors, governments 

and the international financing agencies, there is a strong possibility, per­

haps even a strong probability, that the fertilizer availabilities required ·to 

make possible production by the developing countries of their food needs over 

the next 10 to 15 years can be met. 
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PRIVATE INVES'lMENT IN 'lHE DEVEIDPING COUNTRIES 

The National Industrial Conference Board, in its more than fifty· years 

of activity, has consistently shown an ability to focus on the important economic 

problems facing the American business community. It has once again done so by 

arranging this national convocation on the problem of world hunger. For, like 

others participating in this convocation I am strongly convinced that the problem 

of providing s~ficient food for the world's rapidly growing population presents 

challenges, demands and opportunities to the American business community whose 

importance is probably unequalled, on a long term continuing basis, by any other 

world problem except perhaps that of world peace. 

I am pleased to be here to speak on the important topic of private in-

vestment in agribusiness in developing countries, and on the broader aspects of 

the type of economic development in these countries which provides a sound basis 
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for profitable and successful private investment. I do want to stress at the 

beginning of my remarks that what I am saying in this talk is predicated on the 

belief that private investment in agribusiness in the less developed countries -­

as, of course is true of private investment in any activity in any country -- will 

occur and can be expected only if circumstances exist for the investment to be 

profitable. I do believe there are significant opportunities for profit in agri­

business investments aimed at meeting the food needs of the underdeveloped world. 

I do not plan to speak primarily about the activities and experiences of 

the International Finance Corporation, but my talk is based on the more general 

lessons arising from the eleven years of IFC's efforts to expand the role of the 

private sector in the developing countries. 

As the only international and intergovernmental institution devoted to 

financing the private sector in the developing world, we have had the opportunity 

to generalize from our experiences in financing 143 projects in 36 countries, and 

our experience has included diversified activities in the agribusiness area. We 

have taken part in financing nine private ventures directly involved in the pro­

duction and processing of food and four ventures in the fertilizer field. In the 

agribusiness area we have put our money into cattle raising, grain storage, sugar 

production and refining, and into flour milling, as well as several food canning 

and processing activities aimed at production for both the domestic and export 

markets. Including the four fertilizer projects I have mentioned, these ventures 

include all the lower income regions -- Latin America, Africa and Asia. Fertilizer 

projects have playedan~reasinglyimportant role in our activity and last year 

fertilizer occupied more of our attention and got more of our money than any other 

business. 
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Before focusing specifically on opportunities for private investment in 

agribusiness I want to mention four general points that bear importantly on such 

investment in the lower income countries. 

At this point, however, let me digress for a moment to put in a word of 

caution at this point about the agribusiness concept. Since we are using a rela­

tively new word -- agribusiness -- I would like to define exactly what I mean by 

agribusiness. The term includes three broad activities. The first is the pro­

duction and supply of all of the various inputs -- seeds, equipment, fertilizer, 

other chemicals and all the supplies and services needed, including agricultural 

credit. The second is the actual production on the soil of agricultural products 

themselves. The third type of activity is the whole process of collecting, stor­

ing, marketing, processing and up-grading the products once they have been pro­

duced on the farm. Agribusiness encompases all of these. My word of caution is.a 

reminder" that the use of a newly coined word should not lead to the mistaken con­

clusion that we have newly coined a magic solution to the very tough and long­

endured problems of economic development. '!he kproblems remain the same. But the 

agribusiness concept is nevertheless significant, because it helps in two important 

ways on focusing on solutions to the problems. 

First, the fact that we are at the same time talking both about agricul­

ture and business emphasizes the importance of balanced economic development; 

the importance, that is, of giving proper weight to the role of agriculture, as 

well as industry, the services and commerce, in the development process. 

Second., the word "business" in the term "agribusiness" makes it clear 

that we are talking about making use of the energies, abilities and incentives of 

private profit-making enterprise in meeting the food problems facing the world 

today. 
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This brings me to the first general point that I want to make -- the 

importance of recognizing the need for balanced economic development as one of the 

preconditions for successful private investment in the developing countries. 

I know that I do not need in this group to talk about the importance in 

the process of economic development of building an adequate infra-structure. We 

all know that any substantial expansion of any specific product, whether it be 

industrial or agricultural, requires the availability of ports, roads, communica­

tions, financial and governmental services which connect the new source of produc­

tion with the whole economy of which it is a part and, indeed, with the economy of 

the rest of the world. Infra-structure has received its share of attention in the 

development plans and activities of the under-developed world. 

What has not been adequately recognized is that a balanced economic 

inter-structure is just as important as having adequate economic 

infra-structure. This is simply to say that satisfactory economic 

progress is dependent on there being a proper balance in the 

development of all of the key sectors of the economy. The reality 

of the situation is that in too many of the developing countries 

there has not been this proper balance and agriculture has been 

the neglected sector. That is an important part of the reason 

why there is a problem of world hunger which this convocation 

is discussing. The solution to this problem is to have a sound 

and successful agribusiness sector created and maintained. 

MY second general point relates to the key role that the agricultural 

sector occupies in the economic structure of almost all developing countries. 

Agriculture is the sector in which most of the population of these countries works, 

and it is the sector where a high proportion of under-employed resources is to be 
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found. Further, this is the sector where most of the income is generated, and yet, 

where incomes are lowest. 

Sustained and broadly-based growth processes cannot occur if the agri­

cultural sector stagnates. Agricultural incomes and productivity have to increase 

if there is to be effective and increasing demand for the goods and services which 

can be produced by those who cannot be effectively absorbed in agricultural pro­

duction. Moreover, agricultural production in excess of the requirements of rural 

areas has to provide for the growing food, fiber and other needs of those employed 

in non-agricultural activities. This agricultural surplus is a fund for financing 

investment. 

In a low income country, the initial surpluses are to be found 

in raising agriculture above subsistence level. The higher 

agriculture rises above subsistence, the greater the national 

savings for investment in still better agriculture, and in 

industry, commerce and the social services. 

My third general point, another precondition to successful agribusiness, 

is the simple fact that unless the farmer be rewarded, he will not increase his 

productivity sufficiently to produce those agric·ultural products in excess of his 

own needs that can be used to finance economic development. 

We are all a~are that in those centrally planned economies where agricul­

ture has been coJ...lectiYized, or in those places where other means have been used 

to deprive the farmer of the profits of his labor and of his expert attention to 

his business, there has been and there is an er.demic failure of the agricultural 

sector to grow adequately, or in some ca.J~s to grow at all i:1 real terms. In con­

sequence, economic development of these countries as a whole has been seriously 

and adversely affected. 
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One of the most interesting aspects of the problem of raising agricul­

tural efficiency is that it does not seem to be primarily dependent, and cer­

tainly is not exclusively dependent, on agricultural research and extension ser­

vices, or even upon the availability of equipment or other mechanical inputs for 

agriculture. 

The comparative experience of agricultural output in Western Europe and 

in Eastern Europe has made clear that farmers, in fact, farm for personal profit 

and where circumstances permit profitable farming agricultural output will increase 

substantially. 'lhe technologies and the inputs available will in fact be used. As 

Professor Schultz, the distinguished agricultural economist of the University of 

Chicago has put it: 

u ••• there is a basic proposition with respect to the rate at 

which farmers will accept a new agricultural input. It is ••• 

the rate of acceptance depends predominantly on the profit­

ability of the new input.tt 

A clear instance of this is shown by differences in the results of agri­

culture in Yugoslavia in the early 1950s, and in recent years. In the five years 

from 1950 to 1955 production of food grains in Yugoslavia averaged less than 6 

million tons. In the similar period from 1960 to 1965 food grain production 

averaged more than 10 million tons. In the earlier period not only were the in­

puts in short supply but more important were the factors that an attempt was made 

to carry out forced collectivization, while prices paid to farmers were very low. 

There was a better availability of inputs in the latter period but these would 

not have been effectively utilized if Yugoslavia had not introduced incentives for 

the agricultural producer. . These economic incentives seem to be essential, no 

matter what the political ideology of the country, if agriculture is to prosper. 

Successful agriculture depends at bottom on suitable economic incentives for 

farmers. 
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I should mention that the incentive system can work only ~hen the man 

responsible for the additional growth in agricultural production in fact obtains 

the fruits of his initiative and effort. In many low-income countries outmoded 

agricultural tenure systems stand in the way of a breakthrough in agriculture. 

Nevertheless, the problem is solvable. \ihat has been done in Japan and T-aiwan in 

the postwar period by way of land reform and the spectacular gains in agricultural 

production which followed, show how much other countries can ·benefit 

from these examples. Land reform, of course, needs to be properly done; there are 

unfortunately cases which could be cited where land reforms done too hastily or in 

an improper manner have in fact reduced agricultural output. 

My final general point is the fact that, far from producing a rising 

surplus over subsistence that would be available for development assistance, per 

capita food production in the developing countries is lower now than in the late , 

1930s, and it has been declining in the last several years. 

Before the war, the developing countries were net exporters of grain. 

Asia and Africa were self-sufficient at low levels of per capita consumption, 

while Latin America and Southern Europe generated export surpluses for the Western 

European market. Since the war, the situation has been dramatically reversed. 

Africa, primarily North Africa, is now importing grains, and so is Southern Europe. 

A part of the Latin American export surpluses is absorbed within the region. But .. 

the most striking change has taken place in Asia. The import requirements of 

India and Pakistan have risen greatly; Indonesia has become a large net importer 

of rice, while rice export supplies of Burma, Korea and former Indo-China have 

been cut in less than a half. The net effect of all these changes has been that 

the developing countries were importing, in the mid-1960s, about 25 million tons 
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of grains, compared to an export flow of 10 million tons before t!~ war -- a swing 

of 3 5 million tons with an approx:irna te value o.f $2.5 billion. 

Putting it another way, the low income countries currently 

must import 10 per cent of the grains they consume, getting 

their imports from the industrialized countries. This is 

despite the fact that in these low income countries from 

two-thirds to four-fifths of the population is engaged in 

working in agriculture, whereas in the industrialized coun­

tries less than 20 per cent of the population is directly 

involved in agriculture. 

vfhen you consider that the poor people of the low income countries, where 

most people are poor, depend. upon grains almost exclusively to keep alive, a de­

pendence upon the outside world for a tenth of their grain supplies means that 

famine will always be hanging over the heads of millions of people in the low 

income countries until they can bring their own production up. 

All of this leads to the broad conclusion that the low income countries 

need an agribusiness that is strong, ctynamic and expanding if the problem of 

agricultural lag is to be overcome. 

I want to turn now to the opportunities for private investment in agri­

business in the developing countries. I do not believe that these opportunities 

in general will be involved in the second of the three areas of agribusiness 

activity as I have earlier defined it -- that is, the direct production of the 

agricultural products themselves at the farm level. I do not wish to imply that 

this area should be excluded completely. There are certain countries and certain 

products for 1.-1hich the so-called plantation type agriculture is appropriate. In 
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such a case opportunities do exist for knowledgeable foreign investors in these 

fields, and IFC itself has invested in two plantation type projects in Africa. 

In general, however, this second area of agribusiness will be carried out by the 

nationals of the country rather than by foreign investors. It will be, I believe, 

primarily in the first and third parts of agribusiness, that is in the area of 

manufacture of the various inputs needed for farm production and in the area of 

processL~g, storing and up-grading of farm products where opportunities for foreign 

investment will be found. I do not plan to talk at any length about the investment 

needs and opportunities in the general sector of food collection, processing, up­

grading and marketing. The genius of industrial and marketing skills is nowhere 

better represented than in what has been done in the food. processing field. If 

any persuasion is needed, it is to the less developed countries themselves about 

the advantages of their economies of bringing in the skills and experiences of the 

food processing industries of the industrialized countries, and in permitting 

these industries to operate under conditions which make profits possible. 

Our experience in financing and considering projects for financing in 

the food-processing field prompts me to comment on what is an especially sui table 

field for foreign investment. Higher living standards in the industrialized coun­

tries coupled with a broadening of tastes arising from more international travel 

and assisted by rapid modern transportation availabilities mean that there are 

significant opportunities for the processing and export of food products. I have 

in mind not only so-called exotic products and luxury foodstuffs but some of the 

more ordinary fruit and vegetable products which can be supplied from countries 

whose climates result in their output at times of the year when they are not pro­

duced here or in the important European markets. 
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This is a different type of activity since it is not directed at meeting 

-~he food needs of the under-developed countries but is none the less of great im-

portance to them as 

needed. 

these projects produce foreign exchange which is so urgently 

The size of the potential market and consequently the potential profit 

prospects are very great indeed.. We have financed several processing projects 

aimed at the local market which have been very successful. On the other hand two 

of our ventures have had and still face serious difficulties as the result of 

rapidly rising costs of production unmatched by equivalent adjustments in the 

prices of the products sold because of governmental price control actions. The 

cost increases have resulted both because of governmental pressures requiring in­

creased labor rates or because of the general consequences of inflation. 

The lesson follows that foreign investment in food processing aimed at 

the domestic market can be successful only· where the over-all economic environment 

and general governmental policies are satisfactory. 

1~t I particularly want to stress in the agribusiness area, however, is 

the existence of opportunities for the production of the various inputs which are 

needed to raise agricultural output above the subsistence level and keep it rising. 

I have in mind equipment, seeds, fertilizers and other supplies used by the farmer, 

and I am going to speak especially about fertilizer. 

I pointed out earlier the irony· that the low income agricultural coun­

tries depend upon grain imports from the high income industrialized countries for 

a critical margin of their food. Attempting to meet the food deficiencies of the 

low income count ries by exports of food to. them has been a noble effort and it 

will probably have to continue for some time. But the result too frequently has 

been the inhibition of agriculture in the under-developed countries with the 

failure of the agricultural sector to develop adequately. 
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In my opinion ·Hhat the more developed countries should be transferring 

to their less developed neighbors -- except, of course, to meet emergency humani­

tarian needs -- is not food itself and not even the inputs which the farmer needs 

to produce food, although it is far more helpful, I believe, to supply fertilizer 

and tractors than it is to supply wheat and corn. What the industrialized countries 

should be making available is the capital and know-how and management and organiza­

tion which will permit the developing countries significantly to increase the pro­

duction of the required agricultural inputs themselves. 

There is a vast opportunity open in this area and I would like to sketch 

it out, perhaps in a somewhat visionary scope, as one way in which the task could 

be accomplished. 

I am going to concentrate on fertilizer production, not because better 

seeds, better farming equipment, better farming methods and the like are not also 

vital. They are. But the availability of fertilizer to the farmer, for applica­

tion to his soil at a cost that will raise his income from farming his land, makes 

possible a quick rate of gain in agricultural output. Increased fertilizer pro­

duction and use therefore represent a breakthrough point for raising agricultural 

output. 

All projections are uncertain, but, painting with a broad brush, one can 

say that the developing countries of the non-communist world would need. to increase 

their food production by almost two-thirds by 1985 just in order to keep pace with 

their population growth. If anything like this increase in consumption is to occur 

and something like it will have to take place or there will be mass starvation 

food production in these countries must increase to meet the problem. In fact, 

a higher increase in production is needed in order to prevent the present agri­

cultural deficit from increasing and to improve nutritional standards. '!his will 

mean the need for application of tremendously increased amounts of fertilizer. 
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The many estimates of additional fertilizer required give figures which 

are staggering. For example, a recent report by the Science Advisory Committee 

appointed by President Johnson considering the world food problem postulate a more 

than ten-fold increase in fertilizer use in the underdeveloped countries from 

approx:ima tely six million tons in 1966, in order to double their agricultural out­

put by 1985. These estimates would call for fertilizer use to double by 1970, and 

triple by 1975. 

Speaking as an investor, I do not know of any activity which is expected 

to grow faster than the fertilizer business. 

Demands for fertilizer will rise in all of the developing countries but 

the big increase in tonnage will occur in Asia, for this is where we find the popu­

lation and this is where the agricultural problem is most acute and where most of 

the needed increases in food production must come from increased yields on existing 

cropland. 

Production of the quantities of fertilizer which I have just mentioned 

of course means the need for huge quantities of the raw materials required for 

fertilizer output. The raw materials involved are principally four. First, a 

hydrocarbon source is needed to supply the hydrogen which, mixed with nitrogen 

from the air, produces ammonia. The other three are phosphate, potash and sulphur. 

Fortunately three out of the four of these raw materils are in plentiful supply 

even though resources are not now being exploited and in some cases are being 

wasted.. The wastage occurs when great amounts of natural gas being produced, 

especially in the Middle East but also in places in Latin America and Africa in 

association with the production of crude oil, is flared when released into the 

atmosphere. There is now being burned in this way gas which could be used to 

produce virtually· millions of tons of nitrogenous fertilizer. 
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Phosphate and potash are not now in short supply but present productive 

capacity is far too little for the anticipated future needs. Fortunately, known 

resources of these do exist and can be put into production. Sulphur is now in 

short supply but here too additional resources are known and will certainly be 

developed. 

The visionary task that I see ahead for private investment involves the 

building of facilities for the production of fertilizer raw materials in the coun­

tries where the materials are to be found, the transport of these materials to the 

under-developed countries which will be consuming fertilizer, and the building of 

a network of fertilizer manufacturing facilities in those countries. 

This could, for example, mean a project in Kuwait or Saudi Arabia to 

produce ammonia from the gas now being flared. There could be a project in Jordan 

or in Ethiopia to extract potash from the brines of the Dead Sea or from the 

fabulous salt deserts of Ethiopia. There could be a project in Tunisia or Morocco 

to utilize lower grade phosphate rock not now being exported and to process it with 

sulphur imported from a new resource to be developed in Iraq to produce phosphoric 

acid. TI1e ammonia and the phosphoric acid would then be shipped by tanker to, for 

example, India where there could be a series of manufacturing facilities using 

these intermediate products as raw materials to produce the complex fertilizer 

needed by agriculture. 

Use of these economical raw material resources, production of the inter­

mediate products on a very large scale, organized and systematized transportation 

with large tankers and strategically located manufacturing facilities placed near 

various marketing centers, would mean the availability of fertilizer to the con­

sumer at reduced prices and in quantities which would help make a meaningful impact 

on the food problem. 
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This whole concept may seem visionary, but it is based on the realities 

of needs and of availabilities. It will require cooperation between the develop­

ing and the developed world, the developing countries themselves and between 

government and private industry. It also requires a reasonable degree of stabil­

ity in the developing countries. I am convinced that if such a 

scheme is achieved it can be carried out only by private companies or a group of 

private companies acting together in view of the complexity of the organizational, 

managerial and administrative features of the concept. 

I believe that something along the lines of what I have described will 

in fact be organized by private industry and that it is more likely to be in the 

near rather than in the far future that this will occur. But whether one is as 

visionary or as all-inclusive as is the scheme I have sketched or seeks to tackle 

the problem is a less inclusive manner, the conclusion remains the same. The 

opportunities for productive and socially useful and profitable investment in 

agribusiness in the less-developed countries should have a high place in the 

business plans of industry in the United States and the other industrialized 

countries. 

***** 



PRIVATE INVESTMENT 
in the 

DEVELOPING COUNTRIES 

Address by 
MARTIN M. ROSEN 
Executive Vice President 

INTERNATIONAL FINANCE CORPORATION 
to the 

National Convocation on World Hunger 
National Industrial Conference Board 

New' York City, September 12, 1967 



THE NATIONAL Industrial Conference Board, 
in its more than fifty years of activity, has 

consistently shown an ability to focus on the im­
portant economic problems facing the American 
business community. It has once again done so 
by arranging this national convocation on the 
problem of world hunger. For, like others partici­
pating in this convocation I am strongly convinced 
that the problem of providing sufficient food for 
the world's rapidly growing population presents 
challenges, demands and opportunities to the 
American business community whose importance 
is probably unequalled, on a long time continu­
ing basis, by any other world problem except 
perhaps that of world peace. 

I am pleased to be here to speak on the im­
portant topic of private investment in agribusi­
ness in developing countries, and on the broader 
aspects of the type of economic development in 
these countries which provides a sound basis for 
profitable and successful private investment. I do 
want to stress at the beginning of my remarks 
that what I am saying in this talk is predicated 
on the belief that private investment in agribusi­
ness in the less developed countries-as, of course 
is true of private investment in any activity in 
any country-will occur and can be expected to 
occur only if circumstances exist for the invest­
ment to be profitable. I do believe, however, that 
there are significant opportunities for profit in 
agribusiness investments aimed at meeting the 
food needs of the underdeveloped world. 

I do not plan to speak primarily about the 
activities and experiences of the International 
Finance Corporation, but my talk is based on 
the more general lessons arising from the eleven 
years of IFC' s efforts to expand the role of the 
private sector in the developing countries. 
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As the only international and intergovernmen­
tal institution devoted to financing the private 
sector in the developing world, we have had the 
opportunity to generalize from our experiences 
in financing 143 projects in 36 countries. This 
experience has included diversified activities in 
the agribusiness area. We have taken part in 
financing nine private ventures directly involved 
in the production and processing of food and 
four ventures in the fertilizer field. In the agri­
business area we have put our money into cattle 
raising, grain storage, sugar production, sugar re­
fining and flour milling, as well as into several 
food canning and processing activities aimed at 
production for both the domestic and export 
markets. These ventures, together with the four 
fertilizer projects I have mentioned, include all 
the lower income regions-Latin America, Africa 
and Asia. Fertilizer projects have played an in­
creasingly important role in our activity. Last 
year fertilizer occupied more of our attention and 
got more of our money than any other business. 

BEFORE FOCUSING specifically on opportunities 
for private investment in agribusiness I want 

to mention four general points that 1J ar impor­
tantly on such investment in the lower income 
countries. 

At this point, however, let me digress for a 
moment to put in a word of caution about the 
agribusiness concept. Since we are using a rela­
tively new word-agribusiness-! would like to 
define exactly what I mean by it. In my mind, 
the term includes three broad activities. The first 
is the production and supply of all of the various 
inputs-seeds, equipment, fertilizer, other chemi­
cals and all the supplies and services needed, 
including agricultural credit. The second is the 
actual production on the soil of agricultural prod­
ucts themselves. The third type of activity is the 
whole process of collecting, storing, marketing, 
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processing and up-grading the products once 
they have been produced on the farm. Agribusi­
ness encompasses all of these. My word of caution 
is the reminder that the use of a newly coined 
word should not lead to the mistaken conclusion 
that we have newly coined a magic solution to 
the very tough and long enduring problems of 
economic development. The problems remain 
the same. 

But the agribusiness concept is nevertheless 
significant, because it helps in two important 
ways in focusing on solutions to the problems. 
First, the fact that we are at the same time 
talking both about agriculture and business em­
phasizes the importance of balanced economic 
development; the importance, that is, of giving 
the proper weight to the role of agriculture, as 
well as to industry, the services and commerce, 
in the development process. 

Second, the word "business" in the term "agri­
business" makes it clear that we are talking about 
making use of the energies, abilities and incen­
tives of private profit making enterprise in meet­
ing the food problems facing the world today. 

T HIS BRINGS ME to the first general point that 
I want to make-the importance of recogniz­

ing the need for balanced economic development 
as one of the preconditions for successful pri­
vate investment in the developing countries. 

I know I do not need in this group to talk 
about the importance in the process of eco­
nomic development of building an adequate 
infrastructure. We all know that any substantial 
expansion of any specific product, whether it be 
industrial or agricultural, requires the availabil­
ity of ports, roads, communications, financial and 
governmental services which connect the new 
source of production with the whole economy of 
which it is a part and, indeed, with the economy 
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of the rest of the world. Infrastructure has re­
ceived its share of attention in the development 
plans and activities of the underdeveloped world. 

What has not been adequately recognized is 
that a balanced economic interstructure is just 
as important as having adequate economic infra­
structure. This is simply to say that satisfactory 
economic progress is dependent on there being a 
proper balance in the development of all of the 
key sectors of the economy. The reality of the 
situation is that in too many of the developing 
countries there has not been this proper balance 
and agriculture has been the neglected sector. 
That is an important part of the reason why there 
is a problem of world hunger which this convo­
cation is discussing. The solution to this problem 
is to have a sound and successful agribusiness 
sector created and maintained. 

MY SECOND general point relates to the key 
role that the agricultural sector occupies 

in the economic structure of almost all develop­
ing countries. Agriculture is the sector in which 
most of the population of these countries works. 
It is the sector where a high proportion of 
under-employed resources is to be found. Fur­
ther, this is the sector where most of the income 
is generated, and yet, where incomes are lowest. 

Sustained and broadly based growth processes 
cannot occur if the agricultural sector stagnates. 
Agricultural incomes and productivity have to 
increase if there is to be effective and increasing 
demand for the goods and services which can 
be produced by those who cannot be effectively 
absorbed in agricultural production. Moreover, 
agricultural production in excess of the require­
ments of rural areas has to provide for the grow­
ing food, fiber and other needs of those employed 
in non-agricultural activities. This agricultural 
surplus is a fund for financing investment. 
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In a low income country, the initial surpluses 
are to be found in raising agriculture above sub­
sistence level. The higher agriculture rises above 
subsistence, the greater the national savings for 
investment in still better agriculture, and in in­
dustry, commerce and the social services. 

MY THIRD general point, another precondition 
to successful agribusiness, is the simple 

fact that unless the farmer be rewarded, he will 
not increase his productivity sufficiently to pro­
duce those agricultural products in excess of his 
own needs that can be used to finance economic 
development. 

We are all aware that in those centrally planned 
economies where agriculture has been collectiv­
ized, or in those places where other means have 
been used to deprive the farmer of the profits 
of his labor and of his expert attention to his 
business, there has been and there is an endemic 
failure of the agricultural sector to grow ade­
quately, or in some cases to grow at all. In con­
sequence, economic development of these coun­
tries as a whole has been seriously and adversely 
affected. 

One of the most interesting aspects of the 
problem of raising agricultural efficiency is that 
it does not seem to be primarily dependent, and 
certainly is not exclusively dependent, on agri­
cultural research and extension services, or even 
upon the availability of equipment or other me­
chanical inputs for agriculture. 

The comparative experience of agricultural 
output in Western Europe and in Eastern Europe 
has made clear that farmers, in fact, farm for 
personal profit and where circumstances permit 
profitable farming agricultural output will in­
crease substantially. The technologies and the 
inputs available will in fact be used. As Professor 
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Schultz, the distinguished agricultural economist 
o.f the University of Chicago has put it: 

". . . there is a basic proposition with 
respect to the rate at which farmers will 
accept a new agricultural input. It is ... 
The rate of acceptance depends predomi­
nantly on the profitability of the new 
input." 

A clear instance of this is shown by differences 
in the results of agriculture in Yugoslavia in the 
early 1950s, and in recent years. In the five years 
from 1950 to 1955, production of food grains in 
Yugoslavia averaged less than six million tons. In 
the similar period from 1960 to 1965, food grain 
production averaged more than 10 million tons. 
In the earlier period inputs were in relatively 
short supply but more important were the factors 
that an attempt was made to carry out forced 
collectivization, and prices paid to farmers were 
very low. There was a better availability of in­
puts in the latter period but these would not 
have been effectively utilized if Yugoslavia had 
not introduced incentives for the agricultural pro­
ducer. These economic incentives seem to be 
essential, no matter what the politic~l ideology 
of the country, if agriculture is to prosper. Suc­
cessful agriculture depends at bottom on suitable 
economic incentives for the farmer. 

I should mention that the incentive system 
can work only when the man responsible for the 
additional growth in agricultural production in 
reality obtains the fruits of his initiative and ef­
fort. In many low income countries, outmoded 
agricultural tenure systems stand in the way of 
a breakthrough in agriculture. Nevertheless, the 
problem is solvable. What has been done in Japan 
and Taiwan in the postwar period by way of land 
reform and the spectacular gains in agricultural 
production which followed, show how much 
other countries can benefit from these examples. 
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Land reform, of course, needs to be properly 
done; there are unfortunately other cases which 
could be cited where land reforms done too 
hastily or in an improper manner have reduced 
agricultural output. 

M Y FINAL general point is the fact, that far 
from producing a rising surplus over sub­

sistence that would be available for development 
investment, per capita food production in the de­
veloping countries is lower now than it was thirty 
years ago, and it has been declining in the last 
several years. 

Before the war, the developing countries were 
net exporters of grain. Asia and Africa were self­
sufficient at low levels of per capita consumption, 
while Latin America and Southern Europe gen­
erated export surpluses for the Western Euro­
pean market. Since 1945, the situation has 
been dramatically reversed. Africa, primarily 
North Africa, is now importing grains, and so is 
Southern Europe. A part of the Latin American 
export surpluses is absorbed within the region. 
But the most striking change has taken place in 
Asia. The import requirements of India and Pak­
istan have risen greatly; Indonesia has become a 
large net importer of rice, while rice export 
supplies of Burma, Korea and former Indo-China 
have been cut in less than a half. The net effect 
of all these changes has been that the developing 
countries were importing, in the mid-1960s, about 
25 million tons of grains, compared to an export 
How of 10 million tons before the war-a swing 
of 35 million tons with an approximate value of 
$2.5 billion. 

Putting it another way, the low income coun­
tries currently must import 10 per cent of the 
grains they consume, getting their imports from 
the industrialized countries. This is despite the 
fact that in these low income countries from two­
thirds to four-fifths of the population is engaged 
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in working in agriculture, whereas in the indus­
trialized countries less than 20 per cent of the 
population is directly involved in agriculture. 

When you consider that the poor people of the 
low income countries, where most of the people 
are poor, depend upon grains almost exclusively 
to keep alive, a dependence upon the outside 
world for a tenth of their grain supplies means 
that famine will always be hanging over the 
heads of millions of people in the low income 
countries until they can bring their own produc­
tion up. 

All of this leads to the broad conclusion that 
the low income countries need an agribusiness 
that is strong, dynamic and expanding if the 
problem of agricultural lag is to be overcome. 

I WANT TO TURN now to the opportunities for 
private investment in agribusiness in the de­

veloping countries. I do not believe that these 
opportunities in general will be involved in the 
second of the three areas of agribusiness activity 
as I have earlier defined it-that is, the direct 
production of the agricultural products them­
selves at the farm level. I do not wish to imply 
that this area should be excluded c mpletely. 
There are certain countries and certain products 
for which the so-called plantation type agricul­
ture is appropriate. In such a case, opportunities 
do exist for knowledgeable foreign investors, and 
the International Finance Corporation itself has 
invested in two plantation type projects in Africa. 
In general, however, this second area of agribusi­
ness will be carried out by the nationals of the 
country rather than by foreign investors. It will 
be, I believe, primarily in the first and third parts 
of agribusiness, that is in the area of manufac­
ture of the various inputs needed for farm pro­
duction and in the area of processing, storing and 
up-grading of farm products, where opportuni­
ties for foreign investment will be found. I do 
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not plan to talk at any length about the invest­
ment needs and opportunities in the general sec­
tor of food collection, processing, up-grading and 
marketing. The genius of industrial and market­
ing skills is nowhere better represented than in 
what has been done in the food processing field. 
If any persuasion is needed, it is to the less de­
veloped countries themselves about the advan­
tages to their economies of bringing in the skills 
and experiences of the food processing industries 
of the industrialized countries, and in permitting 
these industries to operate under conditions 
which make profits possible. 

Our own experience in financing and consider­
ing projects for financing in the food processing 
field prompts me to comment on what is an espe­
cially suitable field for foreign investment. High­
er living standards in the industrialized countries 
coupled with a broadening of tastes arising from 
more international travel and assisted by rapid 
modern transportation availabilities mean that 
there are significant opportunities for the proc­
essing and export of food products. I have in 
mind not only so-called exotic products and lux­
ury foodstuffs but some of the more ordinary 
fruit and vegetable products which can be sup­
plied from countries whose climates result in 
their output at times of the year when they are 
not produced here or in the important European 
markets. 

This is a different type of activity since it is 
not directed at meeting the food needs of the 
underdeveloped countries but is none the less of 
great importance to these countries, because their 
export of these products produces foreign ex­
change which is so urgently needed. 

The size of the potential market and conse­
quently the potential profit prospects are very 
great indeed. We have financed several process­
ing projects aimed at the local market which have 
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been very successful. On the other hand, two of 
our ventures have had and still face serious diffi­
c~lties as the result of rapidly rising costs of pro­
duction unmatched by equivalent adjustments 
in the prices of the products sold because of 
governmental price control actions. The cost in­
creases have resulted both because of govern­
mental pressures requiring increased labor rates 
and because of the general consequences of in­
flation. 

The lesson follows that foreign investment in 
food processing aimed at the domestic market 
can be successful only where the over-all eco­
nomic environment and general policies of the 
local government are satisfactory. 

What I particularly want to stress in the agri­
business area, however, is the existence of op­
portunities for the production of the various 
inputs which are needed to raise agricultural 
output above the subsistence level and to keep it 
rising. I have in mind equipment, seeds, fertiliz­
ers and other supplies used by the farmer. 
I am going to speak especially about fertilizer. 

I pointed out earlier the irony th~ the low 
income agricultural countries depend upon grain 
imports from the high income industrialized 
countries for a critical margin of their food. 
Attempting to meet the food deficiencies of the 
low income countries by exports of food to them 
has been a noble effort and it will probably have 
to continue for some time. But the result too 
frequently has been the inhibition of agriculture 
in the underdeveloped countries with the failure 
of the agricultural sector to develop adequately. 

In my opinion what the more developed coun­
tries should be transferring to their less developed 
neighbors-except, of course, to meet emergency 
humanitarian needs-is not food itself and not 
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even the inputs which the farmer needs to pro­
duce food, although it is far more helpful to 
supply fertilizer and tractors than it is to sup­
ply wheat and corn. What the industrialized 
countries should be making available is the 
capital and know-how and management and 
organization which will permit the developing 
countries significantly to increase the production 
of the required agricultural inputs themselves. 

There is a vast opportunity open in this area 
and I would like to sketch out, perhaps in a 
somewhat visionary scope, one way in which the 
task could be accomplished. 

I AM GOING TO concentrate on fertilizer produc­
tion, not because better seeds, better farming 

equipment, better farming methods and the like 
are not also vital. They are. But the availability 
of fertilizer to the farmer, for application to his 
soil at a cost that will raise his income from farm­
ing his land, makes possible a quick rate of gain 
in agricultural output. Increased fertilizer pro­
duction and use therefore represent the break­
through point for raising agricultural output. 

All projections are uncertain, but, painting 
with a broad brush, it would seem that the de­
veloping countries of the non-communist world 
would need to increase their food production by 
almost two-thirds by 1985 just in order to keep 
pace with their population growth. If anything 
like this increase in consumption is to occur­
and something like it will have to take place or 
there will be mass starvation-food production in 
these countries must increase to meet the prob­
lem. In fact, a higher increase in production is 
needed in order to prevent the present agricul­
tural deficit from increasing and to improve nu­
tritional standards. This will mean the need for 
application of tremendously increased amounts 
of fertilizer. 
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The many estimates of additional fertilizer 
required give figures which are staggering. For 
example, a recent report by the Science Advisory 
Committee appointed by President Johnson con­
sidering the world food problem postulates a 
more than tenfold increase in fertilizer use in 
the underdeveloped countries, from approximate­
ly six million tons in 1966, in order to double 
their agricultural output by 1985. These esti­
mates would call for fertilizer use to double by 
1970, and to triple by 1975. 

Speaking as an investor, I do not know of any 
activity which is expected to grow faster than 
the fertilizer business. 

Demands for fertilizer will rise in all of the 
developing countries but the big increase in ton­
nage will occur in Asia, for this is where we find 
the population and this is where the agricultural 
problem is most acute and where most of the 
needed increases in food production must come 
from increased yields on existing cropland. 

Production of the quantities of fertilizer which 
I have just mentioned implies the need for 
huge quantities of the raw material~ required 
for fertilizer output. The raw materials involved 
are principally four. First, a hydrocarbon source 
is needed to supply the hydrogen which, mixed 
with nitrogen from the air, produces ammonia. 
The other three raw materials required are phos­
phate, potash and sulphur. Fortunately three out 
of the four of these raw materials are in plentiful 
supply even though resources are not now being 
exploited and in some cases are being wasted. 
The wastage occurs when great amounts of nat­
ural gas being produced, especially in the Mid­
dle East but also in places in Latin America and 
Africa in association with the production of 
crude oil, is flared when released into the atmos­
phere. There is now being burned and wasted in 
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this way gas which could be used to produce vir­
tually millions of tons of nitrogenous fertilizer. 

Phosphate and potash are not now in short 
supply but present productive capacity is far too 
little for the anticipated future needs. Fortunate­
ly, known resources of these do exist and can be 
put into production. Sulphur is now in short sup­
ply but here, too, additional resources are known 
and will certainly be developed. 

The visionary task that I see ahead for private 
investment involves the building of facilities for 
the production of fertilizer raw materials in the 
countries where the materials are to be found, 
the transport of these materials to the under­
developed countries which will be consuming 
fertilizer, and the building of a network of fer­
tilizer manufacturing facilities in those countries. 

This could, for example, mean a project in 
Kuwait or Saudi Arabia to produce ammonia 
from gas now being flared. There could be a 
project in Jordan or in Ethiopia to extract pot­
ash from the brines of the Dead Sea or from the 
fabulous salt deserts of Ethiopia. There could be 
a project in Tunisia or Morocco to utilize lower 
grade phosphate rock not now being exported 
and to process it with sulphur imported from a 
new resource to be developed in Iraq to produce 
phosphoric acid. The ammonia and the phos­
phoric acid would then be shipped by tanker to, 
for example, India where there could be a series 
of manufacturing facilities using these interme­
diate products as raw materials to produce the 
complex fertilizer needed by agriculture. 

Use of these economical raw materials, pro­
duction of the intermediate products on a very 
large scale, organized and systematized trans­
portation with large tankers and strategically 
located manufacturing facilities placed near 
various marketing centers, would mean the 
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availability of fertilizer to the consumer at re­
dpced prices and in quantities which would help 
make a meaningful impact on the food problem. 

THIS WHOLE CONCEPT may seem visionary, but 
it is based on the realities of needs and the 

realities of availabilities. It will require coopera­
tion between the developing and the developed 
world, the developing countries themselves and 
between government and private industry. It 
also requires a reasonable degree of stability­
political and economic-in the developing coun­
tries. I am convinced that if such a scheme is 
achieved it can be carried out only by private 
companies or a group of private companies act­
ing together in view of the complexity of the 
organizational, managerial and administrative 
features of the concept. 

And I believe that something along the lines of 
what I have described will in fact be organized 
by private industry and that it is more likely to 
be in the near rather than in the far future that 
this will occur. But whether one is as visionary or 
as all-inclusive as is the scheme I have sketched, 
or, whether one seeks to tackle the problem in a 
less inclusive manner, the conclusion remains the 
same. The opportunities for productive and so­
cially useful and profitable investment in agri­
business in the less developed countries should 
have a high place in the business plans of indus­
try in the United States and the other industri­
alized countries. 
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I know that it is usual for a speaker to pay tribute to the 

meeting where he speaks, and to its organizers. Nevertheless, I hope 

you will take me at my word when I say that I want most sincerely to 

compliment those who conceived and brought this conference into being, 

for they have brought together the three elements basic to a success-

ful development effort. 

To begin with, we have among the sponsors of this conference 

the untrammeled spirit of enquiry of the academic world, seeking to 

learn what is right, and to learn how to make possible in the practical 

world what it knows to be right. 

Next, there is represented the tough liberalism of the world 

of commerce and trade, seeking freedom to go everywhere in competition 

for profit out of the exchange of those goods and services that are 

the bricks and mortar with which nations are built. 

And, finally, there is the enlightened interest of the govern-

mental assistance agency, seeking to redeem that "affront of human 
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dignity", as Minister of External Affairs Paul Martin has so memorably 

described it, arising from the fact that tremendous differences exist 

in the economic circumstances of the peoples of the world. 

Your previous speakers have dealt with the basic questions 

before us: what is development, why should the industrial nations be 

concerned with the economic improvement of low income nations, and why 

should Canada, in particular, be interested? Professor Kuhn put his 

finger on what I regard as a critical point: there are many valid 

reasons for higher income nations to assist the lower income countries, 

and any one nation can and probably does engage in development assist­

ance for many -- perhaps all -- of those reasons. I think development 

assistance would arouse less heat, and could generate more economic 

progress, if it were more widely understood that the varied motivations 

we feel toward it can all be served at once, and probably are. 

In his discussion here of the character of Canada's assistance 

program Minister of Trade and Commerce Winters laid stress on the im­

portance of greater involvement of Canadian private business, calling 

in effect for a greater effort to harness to the devel~pment effort the 

substantial resources that exist in the private sector of Canadian society. 

I would like to dwell for a moment on this important thought, 

because I regard it as pointing to a new direction that development 

assistance must now take, and also because it is fundamental to my pur­

poses as a mobilizer of private capital for development investment. 

Unfortunately, in a number of countries that have long been 

major contributors of governmental assistance to economic development 
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around the world, there is now a tendency to reduce the levels of official 

economic aid. 

To the extent that official aid from the capital exporting coun­

tries tends to recede, responsibility for keeping up the flow of capital 

to the developing countries shifts to the private sectqr. In addition, I 

think there are economic reasons for believing that private investors will 

be called upon to do more of the development job in the future than in 

the past. 

I refer to the fact that over the last two decades of develop­

ment assistance work the things best done by public funds -- the building 

of the infrastructure of developing economies -- has in many places gone 

very far. A great many harbors have been improved. A great many basic 

transportation systems have been built. A great many dams have been put 

up, to provide electric power and irrigation. A beginning has been made 

on improving education in many places, making for more able labor forces. 

These labor forces, in turn, are in better health and vigor because 

malarial swamps have been cleared and public health and sanitation 

systems have been put to work. I do not by any means suggest that 

enough has been done in all the necessary places. On the contrary, 

there is more need for infrastructural work than ve are likely to have 

the official capital to finance, as far into the future as can be seen. 

What I am saying is that in many countries enough has been 

done in many places about the infrastructure to bring on the day when 

a larger portion of further development investment must go to build up 

capacity to produce goods and services. I think this is a natural next 

phase in development work. Infrastructures do not themselves produce _ 
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consumer or capital goods and services. To take one, over-simplified, 

example, a subsistence economy will remain a subsistence economy, no 

matter how much electric power it is able to produce, until that power 

is used for production that raises the level of supply of needed goods 

and services. Wherever the infrastructure now provides increased 

electric power, transportation, communications, better educated people 

and the like, it is now the turn of private investors to step forward 

and make productive use of these basic facilities. 

The International Finance Corporation was created eleven years 

ago with the function of encouraging the growth of the private sectors 

of the developing economies. And it is with the background of the 

eleven years of IFC's activities that I want -- in step with the motto 

of this Seminar, "A New Dimension for Canadian Business" to speak 

to you. Let m~, therefore, tell you a little about the Corporation, 

and how we can assist Canadian business and finance to join in our work. 

IFC is unique. It is the only international organization which 

operates for the sole purpose of assisting the international spread of 

private enterprise. We are an affiliate of the World Bank. To be a 

member of IFC it is necessary that a country also be a member of the 

Bank. Currently, 84 of the Bank's 107 members have joined IFC. Canada 

helped found the Corporation, in 1956. 

We have our own capital -- $100 million -- paid in by all our 

member countries and consisting entirely of United States dollars. 

Canada's share is $3.6 million. We can also borrow up to $400 million 

from the World Bank for our lending operations. George Woods is 

President of IFC as well as of the World Bank, but we have a separate 
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operating staff. Unlike the World Bank -- or for that matter unlike any 

other intergovernmental institution -- the Corporation can and does pro­

vide equity capital to the companies in which it invests. Usually, our 

investments include both a long term loan and purchase of stock. 

We have so far made 144 commitments in 36 of our member coun­

tries. They include $214 million of investments, and more than $27 

million of standby and underwriting commitments, covering the sale and 

distribution of corporate shares or obligations. All of our investments 

are in the developing countries; under today's conditions we would not, 

for example, invest in Germany, Italy, France or Japan, or in Canada and 

the United States. All of our investments are made in association with 

private business and we never provide more than a portion of the total 

money needed. 

Most of our investments have been industrial. But we are diver­

sifying our interests. Last year, we invested for the first time in 

tourism -- in Kenya -- and in a public utility in the Philippines. We 

also invest in agriculture when the enterprise is in cor porate form, is 

large enough to conform to our usual investment scale -- $500,000 or 

more -- and fits our other criteria of economic pri ori t y and profitability. 

We believe that major improvement of the agricultural sectors of the lower 

income countries is essential if development is to proceed at anything 

like a satisfactory pace. Our approach to this is chi efly through a world 

wide effort to increase the capacity of the developing countries to pro­

duce fertilizers. Last year, more of our money went into this than into 

any other industry. I expect this to be the shape of t he future. 
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In the industrial area, our financing has covered a wide 

range of activity. Our biggest single field has been chemicals and 

chemical products, including fertilizers. Our other major investment 

fields have been in iron and steel basic industries, paper and paper 

products, cement, machinery and transportation equipment, textiles 

and food processing. 

We try to perform three main functions as our particular 

responsibilities in the World Bank Group. First, we finance private 

business ventures in low income member countries. Second, we attempt 

to spur development of local capital markets in those countries. Our 

third purpose is to stimulate the international flow of private capital. 

Like all financial institutions we apply investment standards 

that must be met before IFC will support a project. We have three 

criteria for investment. The first requires that the project must be 

of high economic priority to the development efforts of the host coun­

try. I list this first because, while our other standards are also 

essential for approval of an investment, the matter of fitting into 

the economic development of the country involved is the first essential. 

Our resources are quite limited and so too are private capital resources 

in the underdeveloped countries. It is for this reason that we have 

concentrated on helping industry, especially manufacturing industry, 

in the less developed countries. 

Our second investment standard is what we call the investment 

banker~ criterion. It requires that the project should be profitable, 

that it should be properly prepared technically and financially, and 
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that it should satisfy all the tests any sound investment banker 

would apply to any project in which he might invest. 

The third criterion states that we will come in only where 

there is a particular need for IFC, that is, where adequate financing 

is not available on reasonable terms from private sources. This does 

not mean that we will enter a venture only at a late stage. We may 

serve our purpose by being ready to enter at an early stage. We have 

found that our readiness to join a venture is sometimes the factor 

needed to make it go. In such cases, our willingness to get in often 

makes it possible for the sponsors to round up more private funds than 

they would otherwise be able to find. There have been cases where 

the fact that .IFC was prepared to join made it possible to find all 

the necessary financing without our money. In such a case we are not 

unhappy. On the contrary, we feel especially that we have accomplished 

our purpose. 

As I mentioned, we have had available to us some $100 million 

from the subscriptions of our member countries to our capital, and we 

now have available, for use in our lending, a line of credit that could 

amount to $400 million from our parent organization, the World Bank. 

We have made arrangements for the use of $100 million of our credit 

with the World Bank, but we have not yet actually drawn down any of it. 

As we have already disbursed $148 million, and still have commitments 

undisbursed amounting to $62 million, a total more than double our sub­

scribed capital, it is obvious that we have been successful in replen­

ishing our funds in other ways. 



- 8 -

The answer is that we keep liquid by revolving our funds 

in two ways. One way involves selling all or part of our interest 

in an investment when a company has become solid enough not to need 

our presence any longer, and when the company's progress has made a 

market for its stock or for its loan maturities. 

Let me illustrate with a transaction carried out in Venezuela: 

In this case we made an investment which ended by our holding 

an equity position in a steel rolling mill. When the investment was 

made -- to provide money for an expansion being carried out by the 

company the general political climate was such that the necessary 

funds could not be raised in Venezuela, or from the normal financial 

channels elsewhere. 

The company was successful. The political situation developed 

so that the capital market in Venezuela revived, and local investors 

were willing to consider making new commitments within the -country. 

IFC was able to sell all of its holdings in the company to Venezuelan 

investors. 

Thus, in this investment, we helped bring about a useful addi­

tion to the productive capacity of Venezuela, that would otherwise not 

have been possible at the time due to lack of investment funds. And, 

subsequently, we helped to develop the Venezuelan capital market through 

the resale of our shares in the company. 

We revolve our funds in a second way by offering firms in the 

capital exporting countries a chance to participate with us in an in­

vestment at the time the investment is made. The potential participant 

is offered a choice between taking a pro !!!! interest in the entire 

transaction, including equity, or taking loan maturities, without equity. 

In the latter case, he can take up either a strip of the entire loan, 

or a portion of early maturities. 
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Since subscriptions to the Corporation's own capital have been 

paid in by all its members in US dollars, nearly all IFC loans are de­

nominated in dollars. However, IFC has been able to arrange for the sale 

of loan participations in some other currencies, such as sterling, Swiss 

francs and Deutsche marks. 

Investors purchasing parts of IFC loans normally do so through 

participation certificates. The administration and exercise of rights 

under the investment documents are handled by IFC. 

The terms of the sale of paper from the IFC . portfolio are nego­

tiated in each case, so as to reflect the history of the investment since 

the original commitment. In the case of sales of equity, the shares sold 

by IFC are transferred to the participant, sri that a direct relationship 

may be established between the company in the low income nation and the 

private shareholder in a more developed country. It is IFC's practice 

to consult its partners on sales of equity to be sure that there are no 

objections to the proposed sale for valid business reasons. 

IFC makes use of several methods in selling shares held in its 

portfolio. Some of the companies in which IFC has acquired an equity 

interest are owned ~y a broad range of local investors, with the shares 

quoted and traded on local stock exchanges. In such cases there is an 

opportunity for IFC to sell its holdings through the normal mechanism 

of the market. In many cases a public market for the shares held by 

IFC does not exist or is too narrow to allow sales of the volume desired. 

In such cases a sale may be privately negotiated. 

In general, IFC's individual sales of investments have involved 

amounts not smaller than $100,000. The purchasers represent a diversified 

• 
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group of banks and other investment institutions in the United States, 

the United Kingdom and other European countries, including Edge Act 

affiliates of U.S. commercial banks, as well as investment companies 

in such widely scattered areas as Kuwait and the Bahamas. Pension 

funds, mutual funds and insurance companies are among the types of 

institutions that have purchased parts of IFC investments. Approx­

imately $16 million of the securities sold or agreed to be sold by 

IFC have been taken by institutions or affiliates based in the United 

States, while institutions domiciled in the United Kingdom and other 

countries in Europe have taken a total of approximately $13 million 

of our investments. Other countries have taken a further $13 million. 

Our sales to private investors from our holdings have not 

only helped keep IFC liquid for continued assistance to the economic 

growth and improvement of the low income countries. They have also 

added to the amount of non-IFC funds that the Corporation's invest­

ment activities have helped mobilize to finance new businesses or to 

expand existing businesses in these countries. Just a few figures 

will illustrate the importance of IFC's role as a mobilizer of funds 

other than its own: 

The capital costs of projects where IFC committed some $49 

million in 1966/67 totaled approximately $330 million. 

Excluding investments in development banks, development fi­

nance companies and other financial intermediaries, IFC has now taken 

part in financing projects with total capital costs in excess of 

$1,000 million. This means that, overall, other investors put six 

dollars into private businesses in the low income countries for every 

one dollar of IFC money. 
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Private investors have participated with us in our investments 

for two reasons. Some institutions have taken up part of our paper 

simply because it provided an attractive return. These returns have 

indeed been good. Over the life of all investments that we have 

closed out -- either by sale, or total repayment of the investment 

the net return has averaged over 11-1/2 per cent, even including 

write-offs. 

Other participants in our investments have been attracted 

by the actual or potential side benefits. This is the case particu-

larly with banks looking for business with new companies abroad, or 

seeking to get into business in a country where they have not yet 

become established. In either case, the presence of IFC, with its 

experience in doing business with companies in the less developed areas 
. 

of the world, is a reassuring factor to a newcomer ·~ We regard this re-

assurance as a vital part of our function, and it is one of our ever 

present aims to keep it such as to make our presence a thing of value. 

As I have indicated, in addition to investments in industry, 

agriculture, tourism and other services, IFC has another major field 

of investment, that is , in development banks. 

A host of different types of institutions sharing the common 

objectives of providing medium and long term funds for productive in-

vestments and also, usually, technical advice needed to formulate and 

carry out such investments, are broadly identified as "development 

banks". 

Institutions of this type are designed to provide equity capital, 

as well as medium and long term loans, for industry and other private 
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productive enterprises. They also underwrite the issue of the securi­

ties of such enterprises. They promote new enterprises and assist entre­

preneurs in preparing investment proposals. They act as channels for 

foreign capital and technology, in particular by bringing together for­

eign and local investors in joint ventures. By helping mobilize domestic 

savings and, in combination with technical know-how, channeling them into 

productive activities, they can become an important element in developing 

a country's capital market. 

To perform these functions, development banks in the low income 

countries need three main tools. The first is a supply of long term 

capital. Since developing countries typically do not produce a full 

range of capital goods, a considerable part of the development bank's 

funds need to be ava~lable in foreign exchange. 

The second need of the development bank located in a less devel­

oped country is experienced management. Management should possess a wide 

acquaintance with modern investment techniques, and a knowledge of national 

conditions. It should be capable of appraising objectively investment 

opportunities, market possibilities and investment risks. Management 

should also be able to assist clients to obtain technical and managerial 

help. 

The third tool is contact with foreign business and investment 

institutions, and international financial and technical assistance 

agencies, to help in recruiting outside capital and know-how. 

Our assistance to development banks usually takes the form of an 

equity investment by IFC accompanied by loan funds from the World Bank. 

By the end of September 1967, the Bank Group's direct financial assistance 
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to development banks in the form of loans, equity investments and credits 

amounted to $662 million to 25 companies in 21 countries. Of this total, 

some $595 million represented World Bank loans, $40 million was in the 

form of IDA credits and $27 million was IFC investments and underwriting 

commitments in 18 development banks. 

As it does in other types of investments, IFC seeks to associate 

private funds from sources in the capital exporting countries with IFC, 

World Bank and local money in financing development banks in the lower 

income countries. In fact, we have been doubly successful as a mobilizer 

of foreign capital where development banks are concerned, since twelve 

non-IFC dollars have followed every one IFC dollar into these invest~ 

ments. Recruitment of foreign capital for the development banks goes 

hand in hand with a range of other very important activities, which might 

be lumped together under the heading of technical assistance by IFC. We 

have helped to draft statutes for development banks to operate under, to 

prepare policy statements, and -- a very important form of assistance 

we have helped to find experienced management and have helped train 

staff and develop piocedures for project analysis~ 

In extending such assistance, we draw upon our friends in the 

developed nations, and here I want to pay tribute to Canada's Industrial 

Development Bank and its General Manager, A.N.H. James. We have used 

the facili~ies of the IDB to train the staffs of institutions in such 

varied countries as Pakistan, Finland, Nigeria and Morocco. Mr. James 

himself acted as our consultant in advising on the creation of a new 

development bank. 
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I would like to close by telling you about several of our 

investments. I will be telling you success stories. We do have 

failures -- if we never had any bad ventures, we would be investing 

only in sure things, and that is neither good risk taking nor good 

development investment. But our record, as I have already indicated, 

even when effect is given to losses, still shows a reasonable return 

of over 11-1/2 per cent. 

To give you a more specific picture of our operations, there­

fore, let me wind up with three thumbnail sketches of investments that 

we regard as successes because they ·worked out well for us, for the 

country concerned, and for the investors who participated with us. They 

are in three different areas of the world, and in three different fields 

of economic activity. 

The first is the Private Development Corporation of the Philip­

pines. This is the first instance in which we have gone full cycle in 

an investment in a development bank, from supplying some of the money 

needed to bring it into being, to helping it through its formative and 

initial business stages, seeing it develop to the point where IFC was 

no longer needed, and selling our investment, thereby getting our money 

back -- and more -- to invest elsewhere. 

We went into PDCP early in 1963 with a purchase of shares 

amounting to $200,000. We also entered into an underwriting commitment 

of $4% million to ensure the placement of sufficient equity shares among 

Philippine investors. The share offering was successful, and IFC did 

not need to take up any of the underwritten shares. The shares are 

actively traded in the Manila market, and rose from 10 pesos to 14 pesos, 

at which price, a few months ago, we sold all our holdings to Philippine 

institutional investors. 
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The sale of our holdings was done in a way calculated to con­

tribute to the development of the capital market in the Philippines, 

by increasing and broadening Philippine ownership of common stocks. 

The formation of this company has been of manifold benefit to 

the Philippine economy. It has made investments in local transporta­

tion, power, food, textiles, wood and cork, printing and publishing, 

chemicals, glass, clay and stone products, basic metal products, ma­

chinery, electrical machinery and mining fields. It has helped develop 

the capital market in the Philippines by participating in four under­

writings. 

PDCP is obviously well thought of by investors in the indus­

trialized countries. It has 18 foreign $hareholders, all banks or other 

financing concerns, in the United States, Britain, Germany, Hong -Kong 

and Japan. 

Second is AREWA Textiles, in Northern Nigeria. This project 

was sponsored by a group of major Japenese cotton textile companies, in 

a consortium called the Overseas Spinning Investment Co., Ltd. It was 

carried out in company with the Northern Nigeria Development Corporation 

and Northern Nigeria Investments, Ltd., which is 50 per cent British 

owned. 

IFC financing was instrumental in bringing the sponsors into 

association with local Nigerian and foreign financial institutions. 

One of the outstanding features of this company is the showing 

made by Japanese management in its initial operating stages, and in 

training Nigerian personnel. Japan had extensive textile marketing 

experience in West Africa but no previous operating experience. 
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The projec~ was launched in the spring of 1964 at a total 

estimated cost of $4.5 million, of which IFC's loan and equity invest­

ment was $700,000. IFC's share amounted to some 17 per cent of the 

equity and Japanese sponsors took up some 60 per cent of the shareholding. 

The Nigerian financial institutions took up the balance. By the spring 

of 1965 the plad:was built, the machinery was installed and equipped, 

and the plant readied for start-up. 

Within three to four months the mill was running at full three 

shift production, almost one year ahead of schedule. Output by the 

beginning of 1966 was 12 million square yards per year as against 10 

million as originally planned. 

In May 1966, IFC 1 s Board approved a second investment in AREWA 

to permit doubling of its capacity. This second financing raised IFC's 

share in the equity of AREWA to 18 per cent. 

Despite recent political problems in Nigeria this expansion has 

been carried through some four months ahead of schedule and within the 

budget. The mill's output has in fact doubled. Printing facilities 

for a further 12 million square yards of output will be in operation 

•y the end of 1967, some 9 months ahead of the original estimates. 

The mill uses Nigerian grown cotton, and will take some 9 per 

cent of the total annual crop. With this locally available raw material 

it makes some 12 to 15 per cent of the textiles . used in Nigeria. All 

of this was formerly imported. 

IFC has attracted participations in its loans to AREWA from 

investment houses in the Middle East and Europe such as Kuwait Investment 

Co., Handelsfinanz, Standard Bank Finance and Development Corporation and 

Barclay's Overseas Development Corporation. Some 30 per cent of the total 

loan maturities of $1 million now remain ~th IFC. 
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AREWA has declared its first dividend, of 10 per cent on the 

earnings during the year ending April 20, 1967. This is an unusually 

early time -for a company to begin to pay dividends to its· financial 

backers, and augurs well for future profits from this company. 

My third example is SIVENSA, in Venezuela. This is the steel 

rolling company whose story I have already mentioned. The investment 

was a successful one for IFC: we made capital gains on the whole 

transaction of just over $1 million --. or, a third of our original 

investment -- in addition to interest payments and dividends earned 

while we were in the company. 

The investment was equally good for Venezuela. It permitted 

SIVENSA to increase its rolling capacity by half -- from 60,000 tons 

to 90,000 tons a year. This increase represented approximately a 

seventh of Venezuela's annual consumption at the time of the expansion. 

I would like, in closing, to join the Canadian speakers who 

have described Canada's potential for providing assistance, out of the 

resources of Canada's private sector, to the private sectors of the 

developing countries of the world. 

I believe this potential to be great and, possibly, unexampled, 

not only in terms of money and materials, but especially in terms of 

talent and outlook. 

It is possible for .Canada to have, at one and the same time, 

the confidence both of the capital exporting and the capital importing 
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countries, because each group feels that Canada is at one with it. At 

the present time, there may be no other country with such an advantage. 

This gives Canada a leadership potential that I sincerely hope will be 

utilized to the fullest degree. 

It was for these reasons that I was both willing and anxious to 

participate in this conference, where I hope to form a closer relation­

ship between Canada, with its unique possibilities in the development 

field, and IFC, with its unique position halfway between the private 

investor and the projects needing investment help in the lower income 

countries. 

A country growing with Canada's vigor will in the natural course 

of events play a greater role in the coming years and decades in inter­

national investment, including investment in the developing countries. 

The Canadian talent for making developmental ventures go will accompany 

Canada's funds. This should make Canada'.s role profitable to Canadian 

business and at the same time helpful to the developing economies. It 

is my expectation that as Canada goes increasingly out into the world 

with its capital and its managerial skills, there will be greatly 

enlarged ties between IFC and the Canadian business and investment 

community. 

* * * * 

l 
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I HOPE YOU WILL take me at my word when I 
say that I want most sincerely to compliment 

those who conceived and brought this conference 
into being, for they have brought together the 
three elements basic to a successful development 
effort. 

To begin with, we have among the sponsors 
of this conference the untrammeled spirit of en­
quiry of the academic world, seeking to learn 
what is right, and to learn how to make possible 
in the practical world what it knows to be right. 

Next, there is the tough liberalism of the 
world of commerce and trade, seeking freedom 
to go anywhere in competition for profit out of 
the exchange of those goods and services that 
are the brick and mortar by which nations are 
built. 

And, finally, there is the enlightened interest 
of the governmental assistance agency, seeking 
to redeem that "affront to human dignity", as 
Canada's Minister of External Affairs Paul Mar­
tin has described the fact that tremendous dif­
ferences exist in the economic circumstances of 
the peoples of the world. 

Your previous speakers have dealt with the 
basic questions before us: what is development, 
why should the industrial nations be concerned 
with the economic improvement of low income 
nations, and why should Canada, in particular, 
be interested? In this area let me just reiterate 
one point that I regard as critical: there are many 

1 



valid reasons, ranging from political and eco­
nomic to the humanitarian, for higher income 
nations to assist the lower income countries. Any 
one nation can and probably does engage in 
development assistance for many-perhaps all­
of those reasons. I think development assistance 
would arouse less heat, and could generate more 
economic progress, if it were more widely under­
stood that the varied motivations we feel toward 
it can all be served simultaneously, and probably 
are. 

Canada's Minister of Trade and Commerce 
has laid stress on the importance of greater 
involvement of Canadian private business in the 
development effort. 

Growing Need for Private Investment 

I would like to dwell for a moment on this 
important thought, because I regard it as point­
ing to a new direction that development as­
sistance must now take, and also because it is 
fundamental to my purposes as a mobilizer of 
private capital for development investment. 

Unfortunately, in a number of countries, 
particularly those that have long been major 
contributors of governmental assistance to eco­
nomic development around the world, there has 
been a slowing down, or actual reduction, of the 
levels of official economic aid. 

To the extent that official aid from the capital 
exporting countries tends to recede, responsibil­
ity for keeping up the flow of capital to the 
developing countries shifts to the private sector. 
This shift is needed not only to make up the 
shortfall. There are additional, economic, rea­
sons for believing that private investors will be 
called upon to do more of the development job 
in the future than in the past. 
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· I refer to the fact tha:t over 'the last ·. two dec.:. 
ades of · d.evelopment' :assistance work ·the · things 
best done by public funds-the building of the 
infrastructure of developing economies-has . in 
many places gone far. · A great many harbors 
have been improved. A great inany basic trans­
portation systems have been built. A great many 
dams have been put up, to' provide 'electric power 
and, irrigation. A . beginning has been made on 
improving education in many place's, ·making for 
a more able labor force. These labor forces, in 

' ~ ~ 

turn, .. are in . better health and vigor because 
milariai swamps have been clear~d and public 
health and sanitation systems have been put to 
work. I do not by any ~eans .suggest th~t enough 
has been done in all the necessary places. Far 
from it. There is more need for infrastruct~ral 
work than we are likely to have the official 
capital to finance, as far into the future a~ 

can be seen. 

.What I am saying· is that in · many places In 
many countries enough has been done about the 
infrastructure to bring on the day when a larger 
portion· of further development investment must 
go to build up capacity to produce goods and 
services. I think this is a' natural next phase in 
develdpme~t work. Infrastructures do not them: 
selves · produce those goods and services · tha~ 
make up the basic elements of the standard of 
living. I am ex~l~ding educ~tion, transporta_tion 
and th~ like. But to take one, 'over-simpli$ed? ex­
a~ple, a subsistenc~ ~conomy will remai~ a 
subsistence economy, no matter how much elec­
tric power it is able to prod~ce, until. th~t 
power is used for production that raises the level 
of supply of needed goods and serviQes . . Wher­
ever. the infrastructure now· provides increased 
electric po;wer, transportation; .commtinications, 
better educated people and the like, ,it is ·now the 
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turn of private investors to step forward and 
. make productive use of these basic capacities. 

The IFC 

The International Finance Corporation was 
created eleven years ago with the function of 
encouraging the growth of the private sector 
of the developing economies. And it is with 
the background of the eleven years of IFC' s 
activities that I want to speak to you. 

IFC is unique. It is the only international or­
ganization which operates for the sole purpose 
of assisting the international spread of private 
enterprise. We are an affiliate of the World Bank. 
To be a member of IFC it is necessary that a 
country also be a member of the Bank. Cur­
rently, 84 of the Bank's 107 members have 
joined IFC. Canada was one of the founding 
members in 1956. 

We have our own capital-$100 million-paid 
in by all our member countries and consisting 
entirely of United States dollars. Canada's share 
is $3.6 million. We have the right to borrow 
from any source that can lend to us, including 
the right to borrow up to $400 million from the 
World Bank for our lending operations. President 
Woods of the World Bank is President of IFC 
as well, but we have a separate operating staff. 
Unlike the World Bank-or for that matter un­
like any other intergovernmental institution-the 
Corporation can and does provide equity capital 
to the companies in which it invests. Usually, our 
investments include both a long term loan and 
purchase of stock. 

IFC's Investments 

We have so far made 144 commitments in 36 
of our member countries. They include $214 
million of investments, and more than $27 mil­
lion of standby and underwriting commitments 
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in which we have assured the sale and distribu­
tion of corporate shares or obligations. All of 
our investments are in the developing countries; 
under today's conditions we would not, for ex­
ample, invest in Germany, Italy, France or 
Japan, or in Canada and the United States. All of 
our investments are made in association with 
private business and we never provide more than 
a portion of the total money needed. 

Most of our investments have been industrial. 
But we are diversifying our interests. Last year, 
we invested for the first time in tourism-in 
Kenya. Last year also we invested in a public 
utility-in the Philippines. We also invest in agri­
culture when the enterprise is in corporate form, 
is large enough to conform to our usual invest­
ment scale-generally speaking $500,000 or more 
-and fits our other criteria of economic priority 
and profitability. 

We believe that major improvement of the 
agricultural sectors of the lower income coun­
tries is essential if development is to proceed at 
anything like a satisfactory pace. As I have al­
ready indicated, in the past two decades a great 
deal has been done on infrastructure building. 
Along with this building of harbors, roads and 
the like, other developmental steps have been 
taken. But unfortunately agriculture has been 
the neglected area. IFC has made direct agricul­
tural investments, in plantations, and in food 
processing. Our major approach to the problem 
of agricultural lag, however, is through a world 
wide effort to increase the capacity of the devel­
oping countries to produce fertilizers. Last year, 
more of our money went into this than into any 
other industry. I expect this to be the shape of 
the future. 

In the industrial area, our financing has cov­
ered a wide range of activity. Our biggest single 
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field has been Qhemicals and .chemic!ll products, 
,including fertilizers. Our other major .investment 
fiel,ds have been· in iron and steel,· m.etalworking 
industries, paper and paper; products, cem~nt, 
textiles and food processing .. 

IFC perfor~s three. main functions.' First, we 
finance private . bu~iness ven~ures ~n low in­
come memb_er countri.es, to ·get worthwbile 
things built that otherwise would not be built. 
Second, we attempt to spur development of local 
capital markets in those countrie.s. Our third 

· purpose is to . stimulate the international flow of 
private capital. : 

, ln':'estment Criteria_ 

Like all .financial institutions we apply invest­
ment standards that must be met before IFC 
will sl:.lpport · a project. We have three criteria 
for investment. The first requires that · the project 
must be of high economic priority to the devel­
opment efforts of the . host country. I list this 
first because, while our other standards are also 
essential for approval of an investment; the mat.: 
ter of fitting into the economic development of 
the country involved is the first essential.. Our 
resources are quite limited .and so tO()· are. private 
capital resources in the underdeveloped coun­
tries·. It is for this reason that ·we have concen­
trated on helping industry, especially maufachir­
ing industry; in .the less developed countries. 

Our second investment standards is what we 
call the investment ba~ker's criterion. It requires 
that ·· the project -should be profitable, -that · it 
should be properly prepared teehnically · and 
financially, and that it should satisfy all . the 
tests any sound investment banker would apply 
to any project in which he might invest. 

The third criterion. states that we will come in 
only where there is a particular need for IFC, 
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that is, where .adeq~ate financing is not available 
on reasonable terms from private sources, This 
does not mean that we will enter a venture only 
at ·a late stage. We may serve our :purpose .by 
being Teady to enter .at an early stage . . We have 
found that our readiness to join a venture is 
sometimes the factor : needed to make · it go. In 
such cases, our willingness to · get in often , makes 
it possible for . the sponsors to round up more 
private funds than. they would otherwise .be able 
to find. There have been cases where the fact 
that I_FC was prepared to' join made it possible 
to find all the necessary financing ·without our 
money. In such al case we are not unhappy. On 
the· contrary, we feel especially that we have 
accomplished our purpose. 

Revolving IFC's Funds 

As I mentioned, we have had available to: us 
some' '$100 million from the subscriptions 'of our 
memb~r countries to our capital, and we riow 
have available, for use in our ' lending; a line of 
credit -from our parent organization, the · World 
Bank, that could amount to $400 million. · We 
have made arrangements· for th~ lise of $100 
million of our credit with' the World Bank; but 
we hav~ not yet act_ually drawn down any of it. 
We have. ~lreaay disbursed _· some $150 .million, 
and. still ·have liquid funds on hand of more than 
$40 :rhillion, a total al:fnost . double dur original 
subscribed ' 'capitaL Thu~ it is obvious ~that we 
have bee~ successf~l in 're.pleni'shiu'g our funds 
in. other ways. · · · ' 

! .. ' . 

The answer is that we keep liquid by revolving 
our funds, in two ways. · ' · · . 

One way involves selling all or part of our 
interes.t :in an investment when a company ·has 
become solid enough. not to need · our . presence 
any ' longer, and . when the company's progress 
has made a market for its 1 stock or for i its loan 
ma'turities. • · 
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Let me illustrate with a transaction carried out 
in Venezuela: 

In this case we made an investment which 
resulted in our holding an equity position in a 
steel rolling mill. When the investment was made 
-to provide money for an expansion-the general 
political climate was such that the necessary 
funds could not be raised in Venezuela, or from 
the normal financial channels elsewhere. 

The company was successful. The political sit­
uation developed so that the capital market in 
Venezuela revived, and local investors were will­
ing to consider making new commitments within 
the country. In the end, we sold all of our hold­
ings in the company to Venezuelan investors. 

Thus, in this investment, we helped bring 
about a useful addition to the productive capacity 
of Venezuela by getting a worthwhile plant built 
that would otherwise not have been possible at 
the time, due to lack of investment funds. And, 
subsequently, we helped to develop the Ven­
ezuelan capital market through the resale of our 
shares in the company. · 

We revolve our funds in a secon~ way by of­
fering firms in the capital exporting countries a 
chance to participate with us in an investment 
at the time the investment is made. The potential 
participant is offered a choice between taking 
a pro rata interest in the entire transaction, in­
cluding equity, or taking loan maturities, with­
out equity. In the latter case, he can take up 
either a strip of the entire loan, or a portion of 
early maturities. 

Since subscriptions to the Corporation's own 
capital have been paid in by all its members in US 
dollars, nearly all IFC loans are denominated in 
dollars. However, IFC has been able to arrange 
for the sale of loan participations in some other 
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currencies, such as sterling, Swiss francs and 
Deutsche marks. 

Investors purchasing parts of IFC loans nor­
mally do so through participation certificates. 
The administration and exercise of rights under 
the investment documents are handled by IFC, 
which serves as collecting and paying agent. 

The terms of the sale of paper from IFC 
portfolio are negotiated in each case, so as to 
reflect the history of the investment since the 
original commitment. In the case of sales of 
equity, the shares sold by IFC are transferred 
to the participant, so that a direct relationship 
may be established between the company in the 
low income nation and the private shareholder 
in a more developed country. It is IFC's practice 
to consult its partners on sales of equity to be 
sure that there are no objections to the proposed 
sale for valid business reasons. 

IFC makes use of several methods in selling 
shares held in its portfolio. Some of the com­
panies in which IFC has acquired an equity in­
terest are owned by a broad range of local inves­
tors, with the shares quoted and traded on local 
stock exchanges. In such cases there is an oppor­
tunity for IFC to sell its holdings through the 
normal mechanism of the market. In many cases 
a public market for the shares held by IFC does 
not exist or is too narrow to allow sales of the 
volume desired. In such cases a sale may be pri­
vately negotiated. 

In general, IFC's individual sales of invest­
ments have involved amounts not smaller than 
$100,000. The purchasers represent a diversified 
group of banks and other investment institutions 
in the United States, the United Kingdom and 
other European countries, including Edge Act 
affiliates of US commercial banks, as well as in-
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vestment companies in such widely _scattered. 
areas as Kuwait and the Bahamas. Pen~ion funds, 
mutual funds and insurance companies are 
among the types of institutions . that have pur­
chased parts of IFC investments. Approximately 
$16 million of the securities sold or agreed to be 
sold by IFC have been taken by institutions or 
affiliates · based in the UniteP. States, while insti­
tutions domiciled in the United Kingdom and 
other co1,1ntries- in Europe h~ve taken a. total of 
approximately $13 million of our ~nvestrnepts. 
Qther countr:ies have taken a fuither $13 million. 

~obilizing Other Funds 

Our sales to private inve~tors from . our hold­
ings have not only helped keep IFC liquid fo:r 
continued. assistance to th~ eco:qomic growth and 
improvement of the low income countries. They 
have also added to the amount of non-IFC funds 
that tl)e Corporation's inveshneQt activities have 
helped mobilize to' finance new· businesses or to 
expand existing businesses in these countries. Just 
a few figures will illustrate the importance of 
IFC's t:ole as a mobilizer of funds other than its 
own: 

The capital costs of projects· where IFC com­
mitted $49 million in 1966/ 67 ' tota~d approxi­
mately $330 million, or better than six dollars 
from others for each one IFC dollar. 

ExCluding investments in development banks, 
development finance companies and other finan­
cial intermediaries, IFC has now taken part in 
financing projects with total capital costs in ex­
cess of $1,000 million. IFC's commitment was 
$202 million. 

Private investors have participated with us in 
our investments for two reasons. Some institu­
tions have taken up . part of .our ·paper simply 
because it provided. an attractive return. The~e 
returns have inq.~ed been reas.onable, , taking ac-

10 

count of.the risks and the costs of adminisb;ation. 
Over the life of all investments that we have 
closed out-either by sale, · or total repayment of 
the, investment-the net return· has. averaged over 
1B~ per cent, even including write-offs. 

Other particip~nts in our investments have 
been attracted by the actual or potential side 
bene.fits. This is the case particularly with banks 
l9oking for business with new companies abroad, 
~r ·seeking to 'get :into bt,1sine~s in ·a. country where 
they have, _pot yet become established. Ip. eith~r 
case, the presence of IFC, with its experience in 
doing business with companies in the less de­
veloped areas of the world, is a reassuring factor 
to a newcomer. We regard this reassurance as a 
vital part of our function, and it is one of our ever 
present aims to keep it ·such ~s to _make our 
p~esenc.~ . a thing of value. · 

. Development Institutions 

In addition to investments in industry, agri­
culture, tourism and other services, IFG has an­
other major field of investm~rit, in development 
institutions. 

A host of different types of institutions sharing 
the common objectives· of ·providing medium and 
long term -funds for productive: investments and 
also, usually, technical advice needed to formu­
late and carry out such investments, are broadly 
identified as ;"development banks". 

Institutions of this type are designed to pro­
vide equity capital, as well as medium and long 
term. loans, for industry .and other private pro­
ductive ·enterprises. They also p.nderwrite the 
issue of the securities of such enterprises. They 
promote .new enterprises and assist entrepre­
neurs in preparing investment proposals. They 
act as channels for foreign capital and technol­
ogy, in particular by bringing together foreign 
and local investors ;in joint ventures. By helping 
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mobilize domestic savings and, in combination 
'Yith technical know-how, channeling them into 
productive activities, they can become an impor­
tant element in developing a country's capital 
market. 

To perform these functions, development banks 
in the low income countries need three main 
tools. The first is a supply of long term capital. 
Since developing countries typically do not pro­
duce a full range of capital goods, a considerable 
part of the development bank's funds needs to be 
available in foreign exchange. 

The second need of the development bank 
located in a less developed country is experi­
enced management. Management should possess 
a wide acquaintance with modern investment 
techniques, and a knowledge of national condi­
tions. It should be capable of appraising objec­
tively investment opportunities, market possibil­
ities and investment risks. Management should 
also be able to assist clients to obtain technical 
and managerial help. 

The third tool is contact with foreign business 
and investment institutions, and inte national fi­
nacial and technical assistance agencies, to help 
in recruiting outside capital and know-how. 

Our assistance to development banks usually 
takes the form of an equity investment by IFC 
accompanied by loan funds from the World 
Bank. By the end of September 1967, the Bank 
Group's direct financial assistance to development 
banks in the form of loans, equity investments 
and credits amounted to $662 million to 25 com­
panies in 21 countries. Of this total, some $595 
million represented World Bank loans, $40 mil­
lion was in the form of IDA credits and $27 mil­
lion was IFC investments and underwriting com­
mitments in 18 development banks. 
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As it does in other types of investments, IFC 
seeks to associate private funds from sources in 
the capital exporting countries with IFC, World 
Bank and local money in financing development 
banks. Recruitment of foreign capital for the de­
velopment banks goes hand in hand with a range 
of other very important activities, which might 
be lumped together under the heading of tech­
nical assistance by IFC. We have helped to draft 
statutes for development banks to operate under, 
to prepare policy statements, and-a critical form 
of assistance-we have helped to find experienced 
management and have helped train staff and 
develop procedures for project analysis. 

In extending such assistance, we draw upon 
our friends in the developed nations, and here 
I want to pay tribute to Canada's Industrial 
Development Bank. We have used the facili­
ties of the IDB to train the staffs of institutions 
in such varied countries as Pakistan, Finland, 
Nigeria and Morocco. Mr. A. N. H. James, Gen­
eral Manager of IDB, acted as our consultant in 
advising on the creation of a new development 
bank. 

Three Investments 

I would like to tell you about several of our 
investments. I will be telling you success stories. 
We do have failures-if we never had any bad 
ventures, we would be investing only in sure 
things, and that is neither good risk taking nor 
good development investment. But our record, 
as I have already indicated, even when effect is 
given to losses, still shows a reasonable return 
of over 1B~ per cent. 

To give you a more specific picture of our 
operations, therefore, let me wind up with three 
thumbnail sketches of investments that we regard 
as successes because they worked out well for 
us, for the country concerned, and for the in-

13 

I 

I 



vestors who participated with us. They are in 
three different areas of the world, and in three 
differen.t fields· of economic activity. 

The first is the ·Private Development Corpora­
tion of the Philippines. This is the first instance 
in which we have gone full cycle in an invest­
ment in a development bank, from supplying 
some of the ·money needed· to bring it into being, 
to helping it through its .formative and initial 
business stages, seeing it develop to the point 
where IFC was no longer needed, and selling 
our investment, thereby getting our money back 
to invest elsewhere. 

We went into PDCP early in 1963 with a pur­
chase of shares amounting to $200,000. We also 
entered · into an underwriting commitment of 
$4~~ million to ensure the placenient of sufficient 
equity shares among Philippine investors: The 
share offering was successful, and IFC did not 
need to take up any of the underwritten shares. 
The shares are actively traded in the Manila 
market, and rose from 10 pesos to 14 pesos, at 
which price, a few months ago, we sold all our 
holdings to Philippine institutional investors. 

The sale of our holdings was done· in a way 
calculated to contribute to the development of 
the capital market in the Philippines, by increas­
ing and broadening Philippine ownership of 
common stocks. · 

The formation of this company has been of 
manifold benefit to the Philippine economy. It 
has made investments in Philippine transporta­
tion, power, food, textiles, wood and cork, 
printing and publishing, chemicals, glass, clay 
and .stone produCts, basic metal products, ma­
chinery, electrical machinery, and mining. It has 
helped develop the capital market in the Philip­
pines by participating in four underwritings. 
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PDCP is obviously well thought of by investors 
in the industrialized countries. It attracted 18 
foreign shareholders, all banks or other financing 
concerns, in the United States, Britain, Germany, 
Hong Kong and Japan. 

My second example is AREWA Textiles, in 
northern Nigeria. This project was sponsored 
by a group of major Japanese cotton textile 
companies, in a consortium called the Overseas 
Spinning Investment Co., Ltd. It was carried 
out in company with the Northern Nigeria De­
velopment Corporation and Northern Nigeria 
Investments, Ltd., which is 50 per cent British 
owned. 

One of the outstanding features of this venture 
was the showing made by Japanese management 
in the company's initial operating stages, and in 
training Nigerian personnel. Japan had extensive 
textile marketing experience in West Africa but 
no previous operating experience there. 

The project was launched in the spring of 
1964 at a total estimated cost of $4.5 million, 
of which IFC's loan and equity investment was 
$700,000. IFC's share amounted to 17 per cent 
of the equity. Japanese sponsors took up 60 per 
cent of the shareholding. The Nigerian financial 
institutions took up the balance. By the spring 
of 1965 the plant was built, the machinery was 
installed and equipped, and the plant readied 
for start-up. 

Within three to four months the mill was 
running at full three-shift production, almost 
one year ahead of schedule. Output by the be­
ginning of 1966 was 12 million square yards of 
cloth per year as against 10 million as originally 
planned. 

In i\1ay 1966, IFC's Board approved a second 
investment in AREW A to permit doubling of 
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its capacity. This second financing raised IFC's 
.share in the equity of AREW A to 18 per cent. 

Despite political problems in Nigeria this ex­
pansion was carried through months ahead of 
schedule and within the budget. The mill's out­
put doubled as planned. Printing facilities for 
a further 12 million square yards of output were 
scheduled to be in operation by the end of 1967, 
about 9 months ahead of the original estimates. 

The mill uses Nigerian grown cotton, and was 
planned to take some 9 per cent of the total 
annual crop. With this locally available raw 
material it makes some 12 to 15 per cent of the 
textiles used in Nigeria. All of this was formerly 
imported. 

IFC has attracted participations in its loans 
to AREW A from investment houses in the 
Middle East and Europe such as Kuwait Invest­
ment Co., Handelsfinanz, Standard Bank Finance 
and Development Corporation and Barclay's 
Overseas Development Corporation. Some 30 
per cent of the total loan maturities of $1 million 
remained with IFC at the end of October 1967. 

AREW A declared its first dividend, of 10 per 
cent, on earnings during the year ended April 
20, 1967. This was an unusually early time for 
a company to begin to pay dividends to its finan­
cial backers, and augured well for future profits 
from this company. 

My third example is SIVENSA, in Venezuela. 
This is the steel rolling company whose story 
I have already mentioned. The investment was 
a successful one for IFC: we made capital gains 
on the whole transaction of just over $1 million 
-or, a third of our original investment-in addi­
tion to interest payments and dividends earned 
while we were in the company. 
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The investment was equally good for Vene­
zuela. It permitted SIVENSA to increase its 
rolling capacity by half-from 60,000 tons to 
90,000 tons a year. This increase represented 
approximately a seventh of Venezuela's annual 
consumption at the time of the expansion. 

Canada's Potential 

I would like, in closing, to emphasize Canada's 
potential for providing assistance, out of the 
resources of Canada's private sector, to the pri­
vate sectors of the developing countries of the 
world. 

I believe this potential to be great and, pos­
sibly, unexampled, not only in terms of money 
and materials, but especially in terms of talent 
and outlook. 

It is possible for Canada to have, at one and 
the same time, the confidence both of the capital 
exporting and the capital importing countries, 
because each group feels that Canada is at one 
with it. Because of this posture, I think the in­
vestment opportunity for Canada is good, and 
the opportunity for Canadian leadership is great. 
At the present time, there may be no other 
country with such an advantage. 

A country growing with Canada's vigor will 
in the natural course of events play a greater 
role in the coming years and decades in inter­
national investment, including investment in the 
developing countries. The Canadian talent for 
making developmental ventures go will accom­
pany Canada's funds. It is my expectation that 
as Canada goes increasingly out into the world 
with its capital and its managerial skills, 
there will be greatly enlarged ties between 
IFC and the Canadian business and investm~nt 
community. 
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I HOPE YOU WILL take me at my word when I 
say that I want most sincerely to compliment 

those who conceived and brought this conference 
into being, for they have brought together the 
three elements basic to a successful development 
effort. · 

To begin with, we have among the sponsors 
of this conference the untrammeled spirit of en­
quiry of the academic world, seeking to learn 
what is right, and to learn how to make possible 
in the practical world what it knows to be right. 

Next, there is the tough liberalism of the 
world of commerce and trade, seeking freedom 
to go anywhere in competition for profit out of 
the exchange of those goods and services that 
are the brick and mortar by which nations are 
built. 

And, finally, there is the enlightened interest 
of the governmental assistance agency, seeking 
to redeem that "affront to human dignity", as 
Canada's Minister of External Affairs Paul Mar­
tin has described the fact that tremendous dif­
ferences exist in the economic circumstances of 
the peoples of the world. 

Your previous speakers have dealt with the 
basic questions before us: what is development, 
why should the industrial nations be concerned 
with the economic improvement of low income 
nations, and why should Canada, in particular, 
be interested? In this area let me just reiterate 
one point that I regard as critical: there are many 
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valid reasons, ranging from political and eco­
nomic to the humanitarian, for higher income 
nations to assist the lower income countries. Any 
one nation can and probably does engage in 
development assistance for many-perhaps all­
of those reasons. I think development assistance 
would arouse less heat, and could generate more 
economic progress, if it were more widely under­
stood that the varied motivations we feel toward 
it can all be served simultaneously, and probably 
are. 

Canada's 1.1inister of Trade and Commerce 
has laid stress on the importance of greater 
involvement of Canadian private business in the 
development effort. 

Growing Need for Private Investment 

I would like to dwell for a moment on this 
important thought, because I regard it as point­
ing to a new direction that development as­
sistance must now take, and also because it is 
fundamental to my purposes as a mobilizer of 
private capital for development investment. 

Unfortunately, in a number of countries, 
particularly those that have long been major 
contributors of governmental assistance to eco­
nomic development around the world, there has 
been a slowing down, or actual reduction, of the 
levels of official economic aid. 

To the extent that official aid from the capital 
exporting countries tends to recede, responsibil­
ity for keeping up the flow of capital to the 
developing countries shifts to the private sector. 
This shift is needed not only to make up the 
shortfall. There are additional, economic, rea­
sons for believing that private investors will be 
called upon to do more of the development job 
in the future than in the past. 

2 

I refer to the fact that over the last two dec­
ades of development assistance work the things 
best done by public funds-the building of the 
infrastructure of developing economies-has in 
many places gone far. A great many harbors 
have been improved. A great many basic trans­
portation systems have been built. A great many 
dams have been put up, to provide electric power 
and irrigation. A beginning has been made on 
improving education in many places, making for 
a more able labor force. These labor forces, in 
turn, are in better health and vigor because 
malarial swamps have been cleared and public 
health and sanitation systems have been put to 
work. I do not by any means suggest that enough 
has been done in all the necessary places. Far 
from it. There is more need for infrastructural 
work than we are likely to have the official 
capital to finance, as far into the future as 
can be seen. 

What I am saying is that in many places in 
many countries enough has been done about the 
infrastructure to bring on the day when a larger 
portion of further development investment must 
go to build up capacity to produce goods and 
services. I think this is a natural next phase in 
development work. Infrastructures do not them­
selves produce those goods and services that 
make up the basic elements of the standard of 
living. I am excluding education, transportation 
and the like. But to take one, over-simplified, ex­
ample, a subsistence economy will remain a 
subsistence economy, no matter how much elec­
tric power it is able to produce, until that 
power is used for production that raises the level 
of supply of needed goods and services. Wher­
ever the infrastructure now provides increased 
electric power, transportation, communications, 
better educated people and the like, it is now the 
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turn of private investors to step forward and 
make productive use of these basic capacities. 

The IFC 

The International Finance Corporation was 
created eleven years ago with the function of 
encouraging the growth of the private sector 
of the developing economies. And it is with 
the background of the eleven years of IFC' s 
activities that I want to speak to you. 

IFC is unique. It is the only international or­
ganization which operates for the sole purpose 
of assisting the international spread of private 
enterprise. We are an affiliate of the World Bank. 
To be a member of IFC it is necessary that a 
country also be a member of the Bank. Cur­
rently, 84 of the Bank's 107 members have 
joined IFC. Canada was one of the founding 
members in 1956. 

We have our own capital-$100 million-paid 
in by all our member countries and consisting 
entirely of United States dollars. Canada's share 
is $3.6 million. We have the right to borrow 
from any source that can lend to us, including 
the right to borrow up to $400 million from the 
World Bank for our lending operations. President 
Woods of the World Bank is President of IFC 
as well, but we have a separate operating staff. 
Unlike the World Bank-or for that matter un­
like any other intergovernmental institution-the 
Corporation can and does provide equity capital 
to the companies in which it invests. Usually, our 
investments include both a long term loan and 
purchase of stock. 

IFC's Investments 

We have so far made 144 commitments in 36 
of our member countries. They include $214 
million of investments, and more than $27 mil­
lion of standby and underwriting commitments 
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in which we have assured the sale and distribu­
tion of corporate shares or obligations. All of 
our investments are in the developing countries; 
under today's conditions we would not, for ex­
ample, invest in Germany, Italy, France or 
Japan, or in Canada and the United States. All of 
our investments are made in association with 
private business and we never provide more than 
a portion of the total money needed. 

Most of our investments have been industrial. 
But we are diversifying our interests. Last year, 
we invested for the first time in tourism-in 
Kenya. Last year also we invested in a public 
utility-in the Philippines. We also invest in agri­
culture when the enterprise is in corporate form, 
is large enough to conform to our usual invest­
ment scale-generally speaking $500,000 or more 
-and fits our other criteria of economic priority 
and profitability. 

We believe that major improvement of the 
agricultural sectors of the lower income coun­
tries is essential if development is to proceed at 
anything like a satisfactory pace. As I have al­
ready indicated, in the past two decades a great 
deal has been done on infrastructure building. 
Along with this building of harbors, roads and 
the like, other developmental steps have been 
taken. But unfortunately agriculture has been 
the neglected area. IFC has made direct agricul­
tural investments, in plantations, and in food 
processing. Our major approach to the problem 
of agricultural lag, however, is through a world 
wide effort to increase the capacity of the devel­
oping countries to produce fertilizers. Last year, 
more of our money went into this than into any 
other industry. I expect this to be the shape of 
the future. 

In the industrial area, our financing has cov­
ered a wide range of activity. Our biggest single 
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field has been chemicals and chemical products, 
including fertilizers. Our other major investment 
fields have been in iron and steel, metalworking 
industries, paper and paper products, cement, 
textiles and food processing. 

IFC performs three main functions. First, we 
finance private business ventures in low in­
come member countries, to get worthwhile 
things built that otherwise would not be built. 
Second, we attempt to spur development of local 
capital markets in those countries. Our third 

· purpose is to stimulate the international flow of 
private capital. 

Investment Criteria 

Like all financial institutions we apply invest­
ment standards that must be met before IFC 
will support a project. We have three criteria 
for investment. The first requires that the project 
must be of high economic priority to the devel­
opment efforts of the host country. I list this 
first because, while our other standards are also 
essential for approval of an investment, the mat­
ter of fitting into the economic development of 
the country involved is the first essential. Our 
resources are quite limited and so too are private 
capital resources in the underdeveloped coun­
tries. It is for this reason that we have concen­
trated on helping industry, especially maufactur­
ing industry, in the less developed countries. 

Our second investment standards is what we 
call the investment banker's criterion. It requires 
that the project should be profitable, that it 
should be properly prepared technically and 
financially, and that it should satisfy all the 
tests any sound investment banker would apply 
to any project in which he might invest. 

The third criterion states that we will come in 
only where there is a particular need for IFC, 
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that is, where adequate financing is not available 
on reasonable terms from private sources. This 
does not mean that we will enter a venture only 
at a late stage. We may serve our purpose by 
being ready to enter at an early stage. We have 
found that our readiness to join a venture is 
sometimes the factor needed to make it go. In 
such cases, our willingness to get in often makes 
it possible for the sponsors to round up more 
private funds than they would otherwise be able 
to find. There have been cases where the fact 
that IFC was prepared to join made it possible 
to find all the necessary financing without our 
money. In such a case we are not unhappy. On 
the contrary, we feel especially that we have 
accomplished our purpose. 

Revolving IFC's Funds 

As I mentioned, we have had available to us 
some $100 million from the subscriptions of our 
member countries to our capital, and we now 
have available, for use in our lending, a line of 
credit from our parent organization, the World 
Bank, that could amount to $400 million. We 
have made arrangements for the use of $100 
million of our credit with the World Bank, but 
we have not yet actually drawn down any of it. 
We have already disbursed some $150 million, 
and still have liquid funds on hand of more than 
$40 million, a total almost double our original 
subscribed capital. Thus, it is obvious that we 
have been successful in replenishing our funds 
in other ways. 

The answer is that we keep liquid by revolving 
our funds, in two ways. 

One way involves selling all or part of our 
interest in an investment when a company has 
become solid enough not to need our presence 
any longer, and when the company's progress 
has made a market for its stock or for its loan 
maturities. 
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Let me illustrate with a transaction carried out 
~n Venezuela: 

In this case we made an investment which 
resulted in our holding an equity position in a 
steel rolling mill. When the investment was made 
-to provide money for an expansion-the general 
political climate was such that the necessary 
funds could not be raised in Venezuela, or from 
the normal financial channels elsewhere. 

The company was successful. The political sit­
uation developed so that the capital market in 
Venezuela revived, and local investors were will­
ing to consider making new commitments within 
the country. In the end, we sold all of our hold­
ings in the company to Venezuelan investors. 

Thus, in this investment, we helped bring 
about a useful addition to the productive capacity 
of Venezuela by getting a worthwhile plant built 
that would otherwise not have been possible at 
the time, due to lack of investment funds. And, 
subsequently, we helped to develop the Ven­
ezuelan capital market through the resale of our 
shares in the company. 

We revolve our funds in a secon~ way by of­
fering firms in the capital exporting countries a 
chance to participate with us in an investment 
at the time the investment is made. The potential 
participant is offered a choice between taking 
a pro rata interest in the entire transaction, in­
cluding equity, or taking loan maturities, with­
out equity. In the latter case, he can take up 
either a strip of the entire loan, or a portion of 
early maturities. 

Since subscriptions to the Corporation's own 
capital have been paid in by all its members in US 
dollars, nearly all IFC loans are denominated in 
dollars. However, IFC has been able to arrange 
for the sale of loan participations in some other 
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currencies, such as sterling, Swiss francs and 
Deutsche marks. 

Investors purchasing parts of IFC loans nor­
mally do so through participation certificates. 
The administration and exercise of rights under 
the investment documents are handled by IFC, 
which serves as collecting and paying agent. 

The terms of the sale of paper from IFC 
portfolio are negotiated in each case, so as to 
reflect the history of the investment since the 
original commitment. In the case of sales of 
equity, the shares sold by IFC are transferred 
to the participant, so that a direct relationship 
may be established between the company in the 
low income nation and the private shareholder 
in a more developed country. It is IFC's practice 
to consult its partners on sales of equity to be 
sure that there are no objections to the proposed 
sale for valid business reasons. 

IFC makes use of several methods in selling 
shares held in its portfolio. Some of the com­
panies in which IFC has acquired an equity in­
terest are owned by a broad range of local inves­
tors, with the shares quoted and traded on local 
stock exchanges. In such cases there is an oppor­
tunity for IFC to sell its holdings through the 
normal mechanism of the market. In many cases 
a public market for the shares held by IFC does 
not exist or is too narrow to allow sales of the 
volume desired. In such cases a sale may be pri­
vately negotiated. 

In general, IFC's individual sales of invest­
ments have involved amounts not smaller than 
$100,000. The purchasers represent a diversified 
group of banks and other investment institutions 
in the United States, the United Kingdom and 
other European countries, including Edge Act 
affiliates of US commercial banks, as well as in-
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vestment companies in such widely scattered 
areas as Kuwait and the Bahamas. Pension funds, 
mutual funds and insurance companies are 
among the types of institutions that have pur­
chased parts of IFC investments. Approximately 
$16 million of the securities sold or agreed to be 
sold by IFC have been taken by institutions or 
affiliates based in the United States, while insti­
tutions domiciled in the United Kingdom and 
other countries in Europe have taken a total of 
approximately $13 million of our investments. 
Other countries have taken a further $13 million. 

Mobilizing Other Funds 
Our sales to private investors from our hold­

ings have not only helped keep IFC liquid for 
continued assistance to the economic growth and 
improvement of the low income countries. They 
have also added to the amount of non-IFC funds 
that the Corporation's investment activities have 
helped mobilize to finance new businesses or to 
expand existing businesses in these countries. Just 
a few figures will illustrate the importance of 
IFC's role as a mobilizer of funds other than its 
own: 

The capital costs of projects where IFC com­
mitted $49 million in 1966/ 67 tot~d approxi­
mately $330 million, or better than six dollars 
from others for each one IFC dollar. 

Excluding investments in development banks, 
development finance companies and other finan­
cial intermediaries, IFC has now taken part in 
financing projects with total capital costs in ex­
cess of $1,000 million. IFC's commitment was 
$202 million. 

Private investors have participated with us in 
our investments for two reasons. Some institu­
tions have taken up part of our paper simply 
because it provided an attractive return. These 
returns have indeed been reasonable, taking ac-
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count of the risks and the costs of administration. 
Over the life of all investments that we have 
closed out-either by sale, or total repayment of 
the investment-the net return has averaged over 
1B~ per cent, even including write-offs. 

Other participants in our investments have 
been attracted by the actual or potential side 
benefits. This is the case particularly with banks 
looking for business with new companies abroad, 
or seeking to get into business in a country where 
they have not yet become established. In either 
case, the presence of IFC, with its experience in 
doing business with companies in the less de­
veloped areas of the world, is a reassuring factor 
to a newcomer. We regard this reassurance as a 
vital part of our function, and it is one of our ever 
present aims to keep it such as to make our 
presence a thing of value. 

Development Institutions 

In addition to investments in industry, agri­
culture, tourism and other services, IFC has an­
other major field of investment, in development 
institutions. 

A host of different types of institutions sharing 
the common objectives of providing medium and 
long term funds for productive investments and 
also, usually, technical advice needed to formu­
late and carry out such investments, are broadly 
identified as "development banks". 

Institutions of this type are designed to pro­
vide equity capital, as well as medium and long 
term loans, for industry and other private pro­
ductive enterprises. They also underwrite the 
issue of the securities of such enterprises. They 
promote new enterprises and assist entrepre­
neurs in preparing investment proposals. They 
act as channels for foreign capital and technol­
ogy, in particular by bringing together foreign 
and local investors in joint ventures. By helping 
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mobilize domestic savings and, in combination 
'Yith technical know-how, channeling them into 
productive activities, they can become an impor­
tant element in developing a country's capital 
market. 

To perform these functions, development banks 
in the low income countries need three main 
tools. The first is a supply of long term capital. 
Since developing countries typically do not pro­
duce a full range of capital goods, a considerable 
part of the development bank's funds needs to be 
available in foreign exchange. 

The second need of the development bank 
located in a less developed country is experi­
enced management. :Management should possess 
a wide acquaintance with modern investment 
techniques, and a knowledge of national condi­
tions. It should be capable of appraising objec­
tively investment opportunities, market possibil­
ities and investment risks. Management should 
also be able to assist clients to obtain technical 
and managerial help. 

The third tool is contact with foreign business 
and investment institutions, and inte national fi­
nacial and technical assistance agencies, to help 
in recruiting outside capital and know-how. 

Our assistance to development banks usually 
takes the form of an equity investment by IFC 
accompanied by loan funds from the World 
Bank. By the end of September 1967, the Bank 
Group's direct financial assistance to development 
banks in the form of loans, equity investments 
and credits amounted to $662 million to 25 com­
panies in 21 countries. Of this total, some $595 
million represented World Bank loans, $40 mil­
lion was in the form of IDA credits and $27 mil­
lion was IFC investments and underwriting com­
mitments in 18 development banks. 
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As it does in other types of investments, IFC 
seeks to associate private funds from sources in 
the capital exporting countries with IFC, World 
Bank and local money in financing development 
banks. Recruitment of foreign capital for the de­
velopment banks goes hand in hand with a range 
of other very important activities, which might 
be lumped together under the heading of tech­
nical assistance by IFC. We have helped to draft 
statutes for development banks to operate under, 
to prepare policy statements, and-a critical form 
of assistance-we have helped to find experienced 
management and have helped train staff and 
develop procedures for project analysis. 

In extending such assistance, we draw upon 
our friends in the developed nations, and here 
I want to pay tribute to Canada's Industrial 
Development Bank. We have used the facili­
ties of the IDB to train the staffs of institutions 
in such varied countries as Pakistan, Finland, 
Nigeria and Morocco. Mr. A. N. H. James, Gen­
eral Manager of IDB, acted as our consultant in 
advising on the creation of a new development 
bank. 

Three Investments 

I would like to tell you about several of our 
investments. I will be telling you success stories. 
We do have failures-if we never had any bad 
ventures, we would be investing only in sure 
things, and that is neither good risk taking nor 
good development investment. But our record, 
as I have already indicated, even when effect is 
given to losses, still shows a reasonable return 
of over 1B~ per cent. 

To give you a more specific picture of our 
operations, therefore, let me wind up with three 
thumbnail sketches of investments that we regard 
as successes because they worked out well for 
us, for the country concerned, and for the in-
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vestors who participated with us. They are in 
three different areas of the world, and in three 
different fields of economic activity. 

The first is the Private Development Corpora-
. tion of the Philippines. This is the first instance 
in which we have gone full cycle in an invest­
ment in a development bank, from supplying 
some of the money needed to bring it into being, 
to helping it through its formative and initial 
business stages, seeing it develop to the point 
where IFC was no longer needed, and selling 
our investment, thereby getting our money back 
to invest elsewhere. 

We went into PDCP early in 1963 with a pur­
chase of shares amounting to $200,000. We also 
entered into an underwriting commitment of 
$4~4 million to ensure the placement of sufficient 
equity shares among Philippine investors. The 
share offering was successful, and IFC did not 
need to take up any of the underwritten shares. 
The shares are actively traded in the Manila 
market, and rose from 10 pesos to 14 pesos, at 
which price, a few months ago, we sold all our 
holdings to Philippine institutional investors. 

The sale of our holdings was done in a way 
calculated to contribute to the development of 
the capital market in the Philippines, by increas­
ing and broadening Philippine ownership of 
common stocks. 

The formation of this company has been of 
manifold benefit to the Philippine economy. It 
has made investments in Philippine transporta­
tion, power, food, textiles, wood and cork, 
printing and publishing, chemicals, glass, clay 
and stone products, basic metal products, ma­
chinery, electrical machinery, and mining. It has 
helped develop the capital market in the Philip­
pines by participating in four underwritings. 
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PDCP is obviously well thought of by investors 
in the industrialized countries. It attracted 18 
foreign shareholders, all banks or other financing 
concerns, in the United States, Britain, Germany, 
Hong Kong and Japan. 

:My second example is AREW A Textiles, in 
northern Nigeria. This project was sponsored 
by a group of major Japanese cotton textile 
companies, in a consortium called the Overseas 
Spinning Investment Co., Ltd. It was carried 
out in company with the Northern Nigeria De­
velopment Corporation and Northern Nigeria 
Investments, Ltd., which is 50 per cent British 
owned. 

One of the outstanding features of this venture 
was the showing made by Japanese management 
in the company's initial operating stages, and in 
training Nigerian personnel. Japan had extensive 
textile marketing experience in West Africa but 
no previous operating experience there. 

The project was launched in the spring of 
1964 at a total estimated cost of $4.5 million, 
of which IFC's loan and equity investment was 
$700,000. IFC's share amounted to 17 per cent 
of the equity. Japanese sponsors took up 60 per 
cent of the shareholding. The Nigerian financial 
institutions took up the balance. By the spring 
of 1965 the plant was built, the machinery was 
installed and equipped, and the plant readied 
for start-up. 

Within three to four months the mill was 
running at full three-shift production, almost 
one year ahead of schedule. Output by the be­
ginning of 1966 was 12 million square yards of 
cloth per year as against 10 million as originally 
planned. 

In ~!Jay 1966, IFC's Board approved a second 
investment in AREW A to permit doubling of 
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its capacity. This second financing raised IFC's 
.share in the equity of AREWA to 18 per cent. 

Despite political problems in Nigeria this ex­
pansion was carried through months ahead of 
schedule and within the budget. The mill's out­
put doubled as planned. Prin~ing facilities for 
a further 12 million square yards of output were 
scheduled to be in operation by the end of 1967, 
about 9 months ahead of the original estimates. 

The mill uses Nigerian grown cotton, and was 
planned to take some 9 per cent of the total 
annual crop. With this locally available raw 
material it makes some 12 to 15 per cent of the 
textiles used in Nigeria. All of this was formerly 
imported. 

IFC has attracted participations in its loans 
to AREW A from investment houses in the 
Middle East and Europe such as Kuwait Invest­
ment Co., Handelsfinanz, Standard Bank Finance 
and Development Corporation and Barclay's 
Overseas Development Corporation. Some 30 
per cent of the total loan maturities of $1 million 
remained with IFC at the end of October 1967. 

AREW A declared its first dividend, of 10 per 
cent, on earnings during the year ended April 
20, 1967. This was an unusually early time for 
a company to begin to pay dividends to its finan­
cial backers, and augured well for future profits 
from this company. 

My third example is SIVENSA, in Venezuela. 
This is the steel rolling company whose story 
I have already mentioned. The investment was 
a successful one for IFC: we made capital gains 
on the whole transaction of just over $1 million 
-or, a third of our original investment-in addi­
tion to interest payments and dividends earned 
while we were in the company. 
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The investment was equally good for Vene­

zuela. It permitted SIVENSA to increase its 
rolling capacity by half-from 60,000 tons to 
90,000 tons a year. This increase represented 
approximately a seventh of Venezuela's annual 
consumption at the time of the expansion. 

Canada's Potential 

I would like, in closing, to emphasize Canada's 
potential for providing assistance, out of the 
resources of Canada's private sector, to the pri­
vate sectors of the developing countries of the 
world. 

I believe this potential to be great and, pos­
sibly, unexampled, not only in terms of money 
and materials, but especially in terms of talent 
and outlook. 

It is possible for Canada to have, at one and 
the same time, the confidence both of the capital 
exporting and the capital importing countries, 
because each group feels that Canada is at one 
with it. Because of this posture, I think the in­
vestment opportunity for Canada is good, and 
the opportunity for Canadian leadership is great. 
At the present time, there may be no other · 
country with such an advantage. 

A country growing with Canada's vigor will 
in the natural course of events play a greater 
role in the coming years and decades in inter­
national investment, including investment in the 
developing countries. The Canadian talent for 
making developmental ventures go will accom­
pany Canada's funds. It is my expectation that 
as Canada goes increasingly out into the world 
with its capital and its managerial skills, 
there will be greatly enlarged ties between 
IFC and the Canadian business and investment 
community. 
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M E SIENTO SINCERAMENTE complacido de en­
contrarme hoy aquf para participar con 

este distinguido grupo en el impulso inicial de 
una nueva industria que sera algo de valor per­
manente para Nicaragua y las demas Republicas 
de Centro America. 

Es, en realidad, una oportunidad feliz, una 
ocasi6n especial, que quiero destacar para cor­
responder en parte a la cordialidad y la amistad 
que trasunta la generosa hospitalidad que ustedes 
nos han ofrecido a mf y a su representante ante 
la Junta de la Corporaci6n Financiera Interna­
cional, el Doctor Luis Machado, asf como a los 
demas miembros de nuestro grupo. 

El Doctor Machado ha aportado al proyecto 
de Fabritex su apoyo sumamente eficaz durante 
todas las fases del mismo, y por eso lo conoce a 
fonda y aprecia su trascendencia. Tengo la cer­
teza de que concuerda conmigo en que la em­
presa a la cual nos asociamos hoy con nuestro 
financiamiento y nuestra fe, constituye un acon­
tecimiento auspicioso y singular por varias ra­
zones, todas muy validas y que auguran un futuro 
de exito. 
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Permitanme empezar mencionando algunos de 
los aspectos {micos y prometedores de la inver­
sion en Fabritex. 

El primero es el hecho de que una firma latino­
americana-Fabricato, de Colombia-sea el pa­
trocinador tt~cnico, que asumira las funciones 
administrativas durante los primeros afios de la 
empresa. Este factor nos permite vislumbrar el 
fin de la division del mundo en sectores de Norte 
y Sur, compuesto el primero de paises desarro­
llados y el segundo de paises en vias de desarrollo. 
Dentro de su esfera particular, el proyecto de 
Fabritex nos da la seguridad de que esta realidad 
actual, de la division Norte-Sur, no es mas que 
un accidente historico pasajero, que cede ante el 
progreso y que, con el tiempo, desaparecera; un 
accidente cuyas consecuencias se han aminorado 
en cierto modo al poner nuestras firmas al acuer­
do de Fabritex. 

Pero se trata de un accidente historico que no 
desaparecera sin la labor de individuos dotados 
de la imaginacion y determinacion necesarias 
para romper viejos moldes, y reemplazarlos con 
otros nuevos y mejores. Por esa razon, deseo 
aplaudir la decision de Jorge Posadt}, Presidente 
de Fabricato, y Jaime Olarte, su Vicepresidente, 
y de sus consejeros y colaboradores, de hacerse 
cargo de la responsabilidad-en el orden finan­
ciero y administrativo-que implica su participa­
cion como asociadas tt~cnicos, en el proyecto de 
Fabritex. 

Deseo tambien rendir tributo a la vision y 
capacidad de Alberto Knoepffier, que ha asumido 
la Presidencia de Fabritex, y de Alberto Bernal, 
que ha traido su familia a Nicaragua y se encar­
gara de la direccion de Fabritex en su periodo 
formativo. Ambos han dedicado a Fabritex 
muchos esfuerzos y han puesto su fe en la em­
presa, pero habran de aportar todavia mucho 
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mas. Por mi parte, tengo la seguridad de que se 
veran recompensados por una sana inversion en 
beneficia de sus accionistas y que ellos, junto con 
todos los patrocinadores de Fabritex, tendran la 
satisfaccion de haber sido pioneros en una nueva 
fase de la cooperacion economica centroameri­
cana y latinoamericana. 

Ahora bien, lo mas notable respecto al proyecto 
de Fabritex, lo que nos ha reunido aqui para dar 
solemnidad a la firma del acuerdo oficial, no es 
ninguna combinacion particular de factores que 
intervienen en esta inversion, por sorprendentes 
y significativos que sean, sino el hecho de que 
este proyecto ha aunado una serie de elementos 
que son importantes tanto individual como colec­
tivamente. 

Fabritex constituye un ejemplo altamente in­
teresante de asociacion de inversionistas p{Iblicos 
y privados. Ami juicio, esta es la clase de coope­
racion que nuestro comun amigo, Luis Machado, 
tiene presente cuando nos recuerda-como lo 
hace a menudo-que para avanzar bacia un 
mundo mejor, una nacion en desarrollo necesita 
contar no solo con el apoyo del sector publico, 
sino tambien de la iniciativa privada. Por simple 
que este hecho parezca, lo cierto es que a veces 
no se tiene en cuenta. 

Pero no ha sido olvidado en el caso de Fabri­
tex. Cabe decir que, por la estructura de su fi­
nanciamiento, en esta empresa se asocian las 
energias, el dinamismo y la eficiencia de la inicia­
tiva privada, con amplia opm;tunidad para uti­
lizarlos en bien del interes publico y privado. 

La presencia, como patrocinador y asociado 
tecnico, de Fabricato, veterana empresa compe­
tidora en la elaboracion y comercializacion de 
textiles, tanto en escala nacional como interna­
cional, aseguran que Fabritex contara con el 
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empuje dinamico y los conocimientos tecnolo­
gicos del sector privado. 

Consideramos que no es menos importante 
para el exito futuro de.Fabritex el hecho de que 
el sector privado nicaragiiense haya contraido un 
compromiso sustancial en esta empresa, tanto en 
fondos como en la aportacion de personal capac­
itado porque, a la postre, su exito 0 fracaso de­
pendera del apoyo nicaragiiense. Por esta razon, 
la importante inversion en Fabritex de la activa 
y eficiente sociedad privada de fomento de Ni­
caragua, la Corporacion Nicaragiiense de Inver­
siones, y el interes que personalmente han 
demostrado en este proyecto su Presidente, 
Carlos Gomez, y el Gerente General, Jorge Mon­
tealegre, son destacados factores de garantia a 
ese respecto. 

Me satisface poder agregar a la lista de los 
principales participantes privados en el financia­
miento de Fabritex, el nombre del Bank of Amer­
ica, y subrayar el hecho de que haya enviado 
representantes a este acto como testimonio de su 
interes en la empresa. Seria diHcil encontrar 
prueba mas concluyente de que Fa~ritex consti­
tuye una excelente inversion, que la participa­
cion en ella de este inversionista privado que 
opera en escala mundial. 

A este notable grupo de inversionistas del sec­
tor privado de America del Sur, Centro America 
y America del Norte, hay que agregar dos nom­
bres muy importantes del sector oficial. En 
primer h~rmino, el banco gubernamental de 
desarrollo de Nicaragua, el Instituto de Fomento 
Nacional (INFONAC), cuyo Presidente es Jose 
Maria Castillo. INFONAC participa en una pro­
porcion igual que la CNI, Fabricato y la Cor­
poracion Financiera Internacional, en el capital 
social inicial de Fabritex. 
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Y como testimonio de que el interes publico en 
esta empresa trasciende las fronteras de Nicara­
gua, basta toda la zona del Mercado Comun 
Centroamericano que hade servir, el Banco Cen­
troamericano de Integracion Economica, repre­
sentado aqui hoy por su Presidente, Gustavo A. 
Guerrero, ha considerado apropiado efectuar la 
inversion de mayor cuantla en ella. Tiene plena 
justificacion el hecho de que fondos del Banco 
Centroamericano de Integracion Economica cons­
tituya la principal aportaci6n al financiamiento 
de Fabritex, ya que es una industria nicaragiiense 
concebida para servir y beneficiar a las cinco re­
publicas que integran el Mercado Comun. 

Permltanme ahora que me refiera brevemente 
al significado de la combinacion de intereses 
publicos y privados que encontramos en la in­
version en Fabritex. Con frecuencia se considera 
que una combinacion de este tipo es una suerte 
de juego de equilibrio, en el que se enfrentan 
dos elementos contrapuestos para neutralizarlos. 
Mi opinion, y creo que es un punto de vista que 
esta reemplazando rapidamente a esa anticuada 
nocion, es la muy sencilla que he sefialado antes, 
es decir, que de una inversion en un pais y en 
una region en desarrollo, como la efectuada en 
Fabritex, pueden derivarse beneficios tanto pu­
blicos como privados. 

El beneficia privado es el que todos cono­
cemos, a saber, un rendimiento para el capital 
privado invertido que compense en forma equita­
tiva el trabajo y los sacrificios que representa el 
ahorro mediante el cual se amasa el capital. 
Estimo que los fondos publicos aportados para 
esa clase de empresas deparan un rendimiento 
no menos evidente. Este beneficia publico se 
refleja en hechos concretos y mensurables: un 
aumento del ingreso nacional; una reduccion neta 
en los desembolsos de escasas divisas; un au­
mento, en terminos reales, de los montos ab-
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solutos y per capita de los bienes y serviCIOs 
suministrados al publico y utilizados por el. Estos 
son beneficios no menos reales que las utilidades 
que obtienen y deben obtener los participantes 
privados. 

La tarea de la Corporacion Financiera Inter­
nacional, al considerar si debe comprometerse en 
una inversion como la de Fabritex, consiste en 
determinar si rendini beneficios publicos y pri­
vados adecuados. No participamos en algunas 
inversiones por el hecho de que estimemos seran 
rentables para los intereses privados, ni nos com­
prometemos en otras porque creamos que seran 
de beneficia publico. Por el contrario, procura­
mos que nuestras transacciones beneficien por 
igual a uno y otro sector. 

Cada inversion de la CFI debe ser, a nuestro 
juicio, una operacion comercial solida y produc­
tiva, que proporcione un rendimiento razonable 
al capital aportado por la Corporacion y los in­
versionistas privados. Y cada inversion debe 
ofrecer, tambien a nuestro juicio, la perspectiva 
de un rendimiento equitativo al capital publico 
aportado, en terminos de un mayor ingreso na-
cional y per capita. "" 

Participamos en el proyecto de Fabritex por­
que, en nuestra opinion, promete beneficios para 
los sectores privado y publico, y sigo convencido 
de que el futuro nos clara la razon. Deseo sin­
ceramente que nuestra decision respecto a Fabri­
tex resulte acertada, porque esta es nuestra 
primera inversion en Nicaragua, nuestra mayor 
inversion en Centro America y la primera opera­
cion que realizamos conjuntamente con el Banco 
Centroamericano de Integracion Economica; y 
deseo que en el futuro podamos efectuar mas y 
mayores inversiones de la CFI en esta zona. 

Hay otras caracteristicas, interesantes y signi-

6 

ficativas, entre los inversionistas en Fabritex. Son 
nacionales e internacionales. Figuran entre ellos 
instituciones y empresas de negocios. Pero quizas 
lo mas trascendente sea el hecho de que el mayor 
inversionista en Fabritex-el Banco Centroameri­
cano de Integracion Economica-es un instru­
mento de expansion y racionalizacion economica 
regional. La CFI llego a la conclusion de que 
Fabritex beneficiaria al Mercado Comun Centro­
americana y contribuiria a alcanzar sus princi­
pales objetivos, en razon a los siguientes factores: 

La fabrica de tejidos que. se va construir, mo­
derna, eficiente y competitiva, representara una 
aportacion valiosa al futuro desarrollo industrial, 
tanto de Nicaragua como de la zona del Mercado 
Comun; 

La ejecucion del proyecto de Fabritex elevara 
el nivel de capacitacion de gran numero de traba­
jadores, asi como del personal directivo empre­
sarial, mejora que constituye uno de los princi­
pales factores para el progreso economico; 

Los desembolsos para la construccion, retri­
bucion del personal y produccion contribuiran a 
dar nuevo impulso a la desaceleracion temporal 
que acusa actualmente el crecimiento economico 
de la zona del Mercado Comun; 

Fabritex producira clases de tejidos que, por 
lo general, ahora se importan, lo que redundara 
en las consiguientes economias en divisas que 
representan los costos de dichas importaciones; 

La construccion de esta industria, de impor­
tancia fundamental, permitira que Nicaragua 
pueda colocarse en un plano de igualdad con sus 
asociadas del Mercado Comun y permitira asi 
lograr un mayor equilibria en el intercambio 
comercial entre las cinco republicas; 

7 



Por ultimo, Fabritex utilizara algod6n de pro­
ducci6n nacional, lo cual estimulara el inter­
'cambio agricola del Mercado Comun, que ha 
ido a la zaga de los progresos alcanzados en el 
comercio de productos industriales. 

Por todo ello, la Corporaci6n Financiera Inter­
nacional se sien te a I a vez orgullosa y com placida 
de haber contribuido-con la segunda aportaci6n 
mas importante de fondos-a convertir Fabritex 
en realidad. Confiamos en poder participar en el 
futuro, junto con otros empresarios de Nicaragua 
y Centro America, en industrias que, como Fabri­
tex, contribuyan a la consecuci6n de los objec­
tivos nacionales y del Mercado Comun. Creemos 
que el Mercado Comun Centroamericano ya ha 
demostrado que su establecimiento fue una idea 
acertada. Estimamos asimismo que merece nues­
tro apoyo en forma de inversiones en empresas 
provechosas que sirvan y beneficien a las cinco 
naciones de su region. De acuerdo con estos pro­
p6sitos, estamos dispuestos a estudiar las pro­
puestas que ustedes tengan a bien presentarnos. 
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I am truly delighted to be here today to participate with this dis-

tinguished group in getting a new industry started that will be of lasting 

value to Nicaragua and to the other Central American ~epublics. 

It is indeed a felicitous occasion, a special occasion, and I say so 

not only to reflect back to you some of the warmth and friendship of the 

wonderful hospitality that you have extended to me and to your representa-

tive on the Corporation's Board, Dr. Luis Machado, and the other members 

of our party. 

Dr. Machado has given the Fabritex project the very effective benefit 

of his support throughout all the formative stages and therefore knows it 

and understands its significance. So I am sure that he agrees with me that 

the undertaking in which we have joined our finances and our faith today 

is a happy and special event in a number of very real ways, all of them 

auguring well for the future. 

Let me begin by mentioning some of the unusual and promising aspects 

of the Fabritex investment. 
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The first such thing that comes to my mind is the fact that a Latin 

American firm -- Fabricate, of Colombia is the technical sponsor, and 

will assume managerial responsibi l ities during the first years. In this 

fact we can foresee the coming end of the world wide "North-South" pattern 

of developed, and less developed, countries. In its own particular way, 

the Fabritex project assures us that this current North-South fact of life 

is no more than a temporary historical accident, one that gives way to 

progress, and one that will disappear in due time, one, in fact, that dis­

appeared a little here today as we set our signatures to the Fabritex 

venture. 

But it is an accident of history that does not disappear without the 

work of people with the imagination and the courage to break old patterns 

and bring the new and the better into being. So let me salute the fact 

that Jorge Posada, President of Fabricate , and Jaime Olarte, Fabricate's 

Vice President, and their advisers and co l laborators, have been willing to 

assume the responsibility -- financial and managerial -- of becoming the 

technical partner in the Fabritex project. 

Let me salute also the vision and ability of Alberto Knoepfler, who 

has assumed the Presidency of Fabritex, and of Alberto Bernal, who has 

brought his family to Nicaragua and will take the manaee:r. ial helm of 

Fabritex in the formative period ahead. These men have already put into 

Fabritex much work and even more faith, and much more expenditure of both 

kinds lies before them. I, for one, am sure that they will be rewarded 

by a good investment benefitting their stockholders, and that they, and 

all the other sponsors of Fabritex, will be rewarded by a sense of having 

been pioneers in a new phase of Central American, and Latin American, 

economic cooperation. 
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However, what is most special about the Fabritex project, what 

brought us here to help make a special occasion of its formal conclusion, 

is not any single combination of the elements of this investment, however 

striking and significant, but the fact that the project has brought to­

gether a number of combinations that are important both individually and 

collectively. 

We have in the Fabritex project a highly interesting partnership of 

public and private investors. This combination is the sort, I think, that 

our mutual friend Luis Machado has in mind when he reminds us -- as he 

frequently does -- that a developing nation needs not just one, but two 

legs to move it toward better things: the public and the private leg. 

As simple as that seems to be, it is a fact that can be, and sometimes 

has been forgotten. 

But it has not been forgotten in the Fabritex investment. Fabritex 

brings together in its investment make-up a very full quota of the energies 

and drive and efficiencies of private profit-motivated business, with full 

scope for utilizing them in the public as well as in private interest. 

The energies and know-how of the private sector are evident in 

Fabritex by the presence as sponsor and technical partner of Fabricato, 

an already proved competitor in textiles making and marketing on both the 

national and international scale. 

It is no less important in our estimation of the future success of 

Fabritex, that the Nicaraguan private sector has made a major pledge of 

both money and talent to the Fabritex venture, for in the end, Fabritex 

will stand or fall by virtue of Nicaraguan support. Consequently, the 

substantial investment in Fabritex of Nicaragua's active and effective 

. ' 
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private development bank, the Corporacion Nicaraguense de Inversiones, and 

the personal interest in this project of CNI's President, Carlos Gomez 

and General Manager, Jorge Montealegre, are both prime factors of assurance. 

When Jorge, my friend of long standing, first came to talk to us 

about the Fabritex project, he made me promise that I would come to Managua 

for the signing ceremony, and there is no promise I have been happier to 

redeem. 

I am proud to be able to add to the list of the principal private 

participants in the financing of Fabritex the name of the Bank of America, 

and to note that they have sent representatives here to mark their Bank's 

interest. It would be difficult to think of a better indication that 

Fabritex is an excellent investment than the presence in it of this world­

wide private investor. 

To this outstanding assemblage of investors from the private sector 

of South America, Central America and North America should be added two 

very important names from the official sector. First I mention Nicaragua's 

publicly financed development bank, Instituto de Fomento Nacional -­

Infonac. Under the leadership of its President Jose Maria Castillo, 

Infonac is an equal investor with CNI, Fabricato and the International 

Finance Corporation in Fabritex' initial issue of stock. 

And, spreading the public interest in Fabritex beyond the borders of 

Nicaragua, to the entire Central American Common Market that Fabritex is 

to serve, the Central American Bank for Economic Integration, represented 

here today by its President, Gustavo A. Guerrero, has seen fit to make the 

largest single investment in Fabritex. It is altogether appropriate that 

funds of the Central American Bank for Economic Integration should be the 

chief single financing element in Fabritex, because Fabritex is a 

... 
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Nicaraguan industry designed to serve and to benefit all five of the 

Common Market republics. 

Permit me to pause just a moment to comment on the signficance of 

the combination, such as we find in the Fabritex investment, of public and 

private interests. Such a combination is often taken to be a species of 

balancing act, in which two antipathetic elements are placed together to 

neutralize one another. My own view, and a view that I think is rapidly 

replacing this older notion, is the very simple one that I expressed above, 

that there is both a public and a private profit to be sought in an invest­

ment in a developing country and a developing area, such as the Fabritex 

investment. 

The private profit is the one we all know -- a return to privately 

invested capital that is an appropriate reward for the work and self denial 

that goes into the saving by which capital is amassed. I think that there 

is a no less clear return to the use of the public funds involved. This 

public profit is found in demonstrable and measurable terms: a rise in 

the national income stream, a net decline in expenditures of scarce foreign 

exchange, a rise, in real terms, in the absolute and per capita amounts of 

goods and services available to the public and used by them. These are 

profits no less real than the money profits that are and should be reg­

istered by the private participants. 

It is the job of the International Finance Corporation, in considering 

whether to enter into an investment such as Fabritex, to decide whether 

there will be adequate public as well as private profits. We do not enter 

into some investments because we think they will be profitable to the 

private participants and into others because we think they will yield a 

... 
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public profit. On the contrary, we keep our books balanced for each 

transaction. 

Each IFC investment must be one that in our judgment will show that 

it is a sound and productive business transaction, by yielding a reason­

able return to the capital put into it by the IFC and by private investors. 

And every investment must hold out the prospect, to the best of our judg­

ment, of yielding a reasonable return to the public capital put into it, 

in terms of higher national and per capita income. 

We entered the Fabritex project because in our view it promised profits 

in both the private and the public sector, and I continue to be sure 

today that the future will bear us out. I want very much for our judgment 

of Fabritex to be proved right, because this is our first investment in 

Nicaragua, our largest investment in Central America and our first joint 

venture with the Central American Bank for Economic Integration, and I am 

anxious that there should be more and largeriFC commitments here in the 

future. 

There are other interesting and significant combinations among the 

investors in Fabritex. They are both national and international. They 

are both institutional and business oriented. But perhaps the most out­

standing is the fact that the single biggest investor in Fabritex -- the 

Central American Bank for Economic Integration -- is an instrument of 

regional economic expansion and rationalization. IFC concluded Fabritex 

would fit into the Central American Common Market and help achieve its 

major goals because: 

The modern, efficient and competitive textile mill that is to be 

built will set high standards for future Nicaraguan and Common Market 

industrial development; 
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Implementation of the Fabritex project will upgrade the sk i lls and 

capabilities of a large number of workers and an important number of 

industrial management personnel, which upgrading of work force skills 

is one of the chief ingredients of economic progress; 

Expenditures for construction, payroll and production will be a 

stimulating and encouraging factor during the current, temporary slowdown 

in the economic growth of the Common Market area; 

Fabritex will market types of fabric now generally imported into the 

market area, thereby saving the foreign exchange costs of such imports; 

The building of this major, basic industry in Nicaragua will help 

put Nicaragua on a more equal footing with its partners in the Common 

Market and help achieve a better balance of trade among the five Republics; 

Because Fabritex will use domestic cotton in its production, it will 

stimulate the Common Market's agricultural trade, which has lagged behind 

industrial trade gains. 

The International Finance Cor-poration is consequently both proud 

and pleased to have been a party -- the second largest factor in terms 

of funds supplied -- to bringing Fabritex into reality. We look forward 

in the Corporation to participating in partnership with other Nicaraguan 

and Central American entrepreneurs in industries that, like Fabritex, 

will further both national and Common Market goals. We believe that the 

Central American Common Market has already proved itself to be a sound 

idea. We believe that it deserves our support in the form of investments 

in sound businesses that are scaled to the service and the benefits of 

all five nations in the Market area. We stand ready to consider your 

proposals along those lines. 

* * * 

. , 
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Into this must also be stirred the proble~ caused 

in the numerous languages spoken by the various partne~s 

menta. 

It is one of the attributes of the International Finance Corporation 

that its profe.ssional staff baa learned to live .with these .. complexities. 

The legal dcp~rtment, with the help of local attorneys where IFC invests, 

ages to make the Corporation underst~od to its partners wherever they may be 
. ! . . . ! , ~ 

:·: ....... :::.·:; 
and to make them understood to the Corporation. The legal department alao 
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maqages to write contracts that are legally binding despite 1111itiple differeuce~-<::·· ::~·.·:··:: ··.·.·· j. · 

of la:a::r::i::w~kes the 'Corporation appear quite unusual. • Actually, . i}!f~t>\/;[ 
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IFC as well, but the Corporation has a separate operating staff. Unlike 

. the World Bank -- or for tqat matter unlike any other intergovernmental · 

· institution -- the Corporation can and does provide· equity capital to the 

c:ompani.es in which it invests. Usually, tDvestmenta iuclude .both a lous 

term loan and purchase of stock. . . .. 

IFC's commitments in 38 of its member countries include more than $217 
J ' 't • ' • I 

million of invest~nts, and more than $34 million of standby and underwritiD& .. :;··r. \ ·'; ·. / ..... : 
. . ~ ·; .. · >~·.~:.~ ·~ .. · ·: ~J. · .. ~ ~ . ~ 

coJDIIli tments , in which ·IFC assured the sale and distribution of corporate .: ... ; ... :.~.·.~.·-, .. ;:: •.. :: .. ~ ... :.·.· .: ;< :; 
shares or obligations. All of the Corporation's investments are in the _ . . . . . . . 

developing countries; under today' s conditions it would Q.Ot, for example, · ·<··:'.;.::<-:·:· ;.· -~.:.; 
. ' : . : :.;, · .. ?· ... -:.: . . · .:~. ; 

invest in Germany, Italy, Prance or Japan, or in Canada or the United States. ~· .:··. :.:·· -~ . · .. :., · ~ :: 
• • .J • • : : . ···.,<·.: >"\'/ . . : .. : ·.) :·: : 
"All · investments are made in association with private .business and only a· . ~· .-.;:·; :~ ~ ·: : ·;:/. ; ... :': ··[': .. ·: 

. ·· ·~\ .~·:_ · :-~ · .. '; .. ··.< ·· ':·.< ... l 
portion of the total money needed for a given project is ever .provided by ,.:'.)::·., ·;:·:·; . .' ··. :··· . .. . :. 

IFC. 

Most IFC .investments have been industrial. IFC resources are quite 

limited and so ·too ·are private capital resources in the underdeveloped .· 

countries. It ·is · for thia reason that the Corporation has concentrated on 

. . 
. . ~ . . ! .. 

-~,:1:/i.~ ,;:: .. ' : . i' 
helping induatry,-especially ·manufacturtng industry, tn· the· leas developed 

But the Corporation is diversifying its interests. In 1967, IFC in-

countries. 

I , ~ ·: ... : ;. • ' . \ :'."• :: ~ '· I , ~ .· ~ 
ves~ed for . the firat time in tourism, in Kenya. ·That year IFC also invested . ··.>".~ ... ; : ~ ~:-· ·· .. .' ·. 

. ·. ·.<: ·. >~ .. <.: . .. : ::.. i 
for the first time in a privately-owned utility company, in the Philippine•. · · .::• :.:.'.:'' :, . · · :. ·. li 

The CorpOratio~ also. invests in agriculture when the anterprise is in · · · . ;; :.:~(;. ;, ,._,;' !' 
o I • ,I .., • '•;.,I \: ' ' ,f : • ! 
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. scale generally speaking $500,000 or more -- and when it fits the Cor-

poration 1 s other criteria of economic priority and profitability. ~t . the 
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as $20 million · in ~ venture. It reached that level ' for the first time with .> · ._:,~,::;~ ·::·. · . l:~ '· ',~ : ~ .. 
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. . .. .. 

. ment was made in a 1\ew, . $60 million mining company called Societe Miniere ·:,: ·· ·: · 
. ·.1

1

i.'
11

: •• • • " 

' ; I f .~ , ' ' • 

•• • ~ '. t .... . . 

.:; ~.: .. ~·>~ ·~··.: .. 
IFC takes the position that major improvement of the agricultural sec- ·. :·· . . . :.- ~ ... :<< .. .' . : . 

·. de Mauritanie. 

tor of the lower income countries is . essential if development ia to pro- : .. >:"1>' · .: · · 
ceed at anything like a satisfactory pace. In the past two decades a great . · :~.·\ .. :/:::·,·.··:}~· : . 
deal has been .·done on infrast:ructure building. Along with this building of ~ .... ·~ :·\~>" .. : .: · ·: :· i. 

. . . .. ·.,. .. : ... :·;'::.. :~ . :· .. ~·. :· . ... ; 

:::b:::r:::::e::d a:::c:::::e o:::r b:::e:::m:::::c:::~:r::~ ::nh::k:~ .•••• :.::rl~ .~):t;~:··V ~:· ' '·;; :• 
direct agricult~ral investments, in plantations, and ip food processing. · ·:.: ·~..: ··:.\ ·; =-,;· ... ! ... •. .. 

. . .~·.>·":~/~ ... :;;·>:,:~ : .. ':' : 
However, a .broader attack uiust be made on thia problem than can be made. ·:~: :. >· ·:··::~ . ·~. -. 

·· · through investment in agricultural projects. . . : ~ : "' 
. ... = 

One critical need, if world agriculture ia to meet ita problems, is ·• •. !. ' 

for a great increase in the availability, on a world scale, 
. . :' ·· ... . , . ~ ·. . ;: .. ~ 

5,. ~ .. · ~ . .: ... · ; ' IFC is engaging vigorously in this attack upon agricultural· deficiency in 
:.:/·:(1.'·.· ..... 

·.·~ :~ ': : :' . ;. .. ' . the developing countriea. In the Corporation'• 1967 fiscal year, over half 

its investments were for increasing fertilizer production in the developing . ;··:::(.:(:···. :·.:··~, · .. 
.. ·. . ' \ 

:_}.' ·_·:: :·: :. j• :. ; ~ · 
• :· • • ~·. ··.. • \ • ·~ •• ~ 1 

. :·' :'~ . .. ~ .. ~ · ~ 

America. In May, 1968, one of these new .·fertilizer planta, the $12.4 milliOD .. :>: :!: .. · .;.~. · :-'.:_ ;: 

Societe' Industr~~lle cl 1EDgraia au Senegal fact~ near D~J;o whic:Jl nrc ·;·. ·:::}:·;~_::> '. ·~ :: 
• • • ;. j • • • ,''' · • • • • • • ' '· • • :·:~·. ·'· 'l\ ·' . . ! ! · 

committecl $3.46 mill:l.011• ·waa · inaupratecl. ·. It: ·u ·the· 'firat · ferti11&er ·. · ·. : · ·: ... ·~ ·::·: . . . 

countries and they spanned three continents -- Asia, .Africa and Latin 

. . . 
, 

· .. 

. , . 
i:· ·.;· ·. .', ·: .. : ... .. .. 

.. .. . ;· 
.. . 
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·others in fertilizer plants, has the virtue of being a double edged develop• · .. :··· : · · 1 

' ,. ~-- •, • 't' ~ o I t 
' '·· .·.,· ' ' . ·' 

ment tool: · it is an industrial development that assists agricultural develop•,: .· ·. · . ·.: ! 
• : ~r • , • • i: 

production facility of its kind in West Afr.ica. This investment, like 

. ' .. . . 
ment. ;:~_<·.:· ... ·;··:·. 

,: ·:) ·. : ... ' : ~ 
In the industrial area, IFC financing~~~ covered a wide range of . ~· .. , 

0 : 

. . ,· .. " 

ac~ivity. The biggest single field has been chemicals and chemical products,- ·;<.:·.· '· : ·;, . , ; 
. ~. -:;:· :·:.: . . ; 

including fertilizers. Other major investment fields have been in iron and . · . ;~; · ·: .· 
. . . 

· .... steel, m~talworking industries, paper and paper producta, cement, textiles · . 

.. ·. and food processing. 

IFC performs three main functions. Pirst, it finances private business (_ ·:~<.'· . ·.:.,.' :_. .· .·, .' : i 

. J'··: .. .. . . J • •• : .. ... ,. i 

ventures in lo:w income member: ~ountries, ·to. get worthwhile things built that /~!::· ... ··.·,· .' .. : ·.::·· .i 
,t ' ' • ' ~· .... ,.. ' ' ,: ~ ' • ' ' I 

otherWise would not be built, Second, it attempts to spur development of t:.i:t·· : .. ~ ;;.;: 1 

local capital markets in those countries. The third purpose ia to stimulate ...- , . ..... · ... : ... · 
• .. I • •• f • . , 

•• ., ; · · . ~ • , j. :• • 

the international flow of private capital. 

. . .. : Like all . financi~l institutions IFC applies investment standards that 
I 

. ';/}/~', ·:·~ .:~·;·' 

• , 

must be met before it will support a project. There are three criteria for . = ··~ :·>"· ::~· .·;_; :~ :>· :: 
1 

. . · .. · . . 
\i. :.: :;.· ). . :_ : ~: 

investment. The first requires that the project must be of economic priority: . : :::: : ·~· ·: · ·. ·. 

to the development efforts of the host country. ::', ':';' :,~ .:: ·~ > .: · ' : . 

The second investment standard is what could be called the inveatment ./:,r~~:.I:· ·-:.~,; I 

banker's criterion. It requires that the project should be profitable, : :.!.::_.~:::·<· · .. . ·· .. · ::: .. :! 

that it should b~ proper;y prepared technically and financially, and that ·.;';(::>.:; ).'.-:·; · .. : · 
·it should satisfy all 'the testa any sound investment banker would apply to :·: ·~/L\\· ·: .. .. , 
any project in which he might invest. 

The third criterion,states that IFC will come in only where it is in 
• ~' :"'· . ~-.- . "' , t 

. . ... ·I 
: ~ ··, .: . • • t ... 

·, • 1 I 

fact needed •• ·that· ia, where adequate · financing ia aot available on reaaoa• .. : ..: : ·.- · .. . 
~ 0 0 ·, • •• 0 .·_ • 0 • • ·! . 0 • ,. • •• • •• • • • • • . • • •• • 0 • • • :.: ;::· • • :.· 0 .~. ·. . : 

able tarma. ·~rOll pr:l:~ate · sourc~s. : . 11li_a .. doe_a aot· ..... that DC :will eater · a\:··._: .. <.~-: .. : .: ~ ·· · 

. :: :: ·~: :· : . I' • :·' t • I ' {·~'" ~· • 

.. \ . ·· ' ; , 

• • 0 

'· 

... ··· ... : .. : 
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venture only at a late stage. IFC 1s purpose ~y be served by being ready 

to enter at an early stage, because it has been found that IFC's readiness 

to join a venture is sometimes the factor needed to make it go. In such 

' • ' I ' , . ... 
' •; I ' : 

... I. ' ' ·, ' ,. 

I ' 

. ' .. ~ .,.· 
~, . . . 

':', ·,-·. , ··.' 

. ·' j :' .... ~·· .·: 
4 ''. '.,; • • • 

',# I 

.. •I t' • 

:· cases, IFC' s willingness · to get in often makes it possible for the apensora ·· .. : .\ ·:~'.> : · ·, 
: ' • f '•: : '; ~ ',. I ' .~ 

.:.t. · . . · .. . ·· 

•• j . ·; •• " • 

to mobilize more private funds than they woula o~herwi·s~ be able to find. 
. . ::· ·.;'.',.':: .· . ·. 

· There have been cases where the fact that IFC was prepared to join made it · · ··· · . . :.f- (·,7' .· .. ', 
· .. - ~>_ '.; :. 't.: .. :. 
· r>:..\.;;., .. : . 

~ possible to find all the necessary financing, without IFC money. 

As previously mentioned, IFC has had available s~ $100 million from _-::; ·~·-/ :; 

_. the subscriptions of member countries to capital. It now also baa available, ::=.::·:<·.;· 
, ·• • ~. • • J,. : • r • '• ~ 

for use in lending, a line of credit from the World Bank that could amount . · ... · L./·:.;:·:· ... · ·. :· ; 
. ' : : . . ': ::~ .... :.::·: ;, . : . : 

to $400 m~llion. A~rangements have been made for the use of $100 million ; · 
·, ..... ~~ · . ·~:.. . ~ 

of ·oor credit with the World Bank, but none of it has actually been drawn ·: : .. )~·t::<.:> . ::·~· .i 
• • • : /: ~· . ' ~-: .• l.t' • ; 

' • a o • •:• 1 :•. 6 • 
1

'

0

.11 , i 
down yet. IFC has already ~isbursed some $169 million, and still ha• approxi• :.~.-:: .:_ ·~ .: · ··:. :~ 

mate ly $92.8 mill ion :l.n fund a ava:l.lab le for making new cOIIIIII:I.tments • . Thua, y:;: ··;.} . ' . /{ • j 
'.: it :l.s obvious that. the Corporation baa been inacceaa£1&1 :l.n replen:l.ah~g funda }j,:::.; '. ?,>.~ ·,: : 

by other means. / .',·:<··~·:: ·:~ ;~:·_y····}··<:· ·~;· ~ 
.• , • • ! , ' !· . .. , .. , 

The answer ia that U: keeps liquid by revolving funds , :1.n two ways. ·,_~?: •}:t:":(:,.' : . : : :. • 
One way :Lnvol vea selling all or part of the Corpor at:l.on • a :l.nterea t :l.n .; .' .. ~~~ ;? :::..< . . . 

:. ·. ~ . ; ::: .' .;' · . . . :. . , 

··~ ~ ... . :· .. : f : : : • / :. : 

:'-. ' . ·... .. .. . . : 
an investment when a company has matured sufficiently not to need IFC's 

· presence, and .when the company'• progre~s baa made a market for ita atock _'-,:.-::_ .. -.: _, . .-··.· ·: : . 
•: I ·. ~·., 0 t' • 

or for its loan maturities. :: ~-; ~? : ;.·~~- . · .... ' .. ' .. 
:_·~·-;:. < ·:_::x: ·:..: -:.--: .; __ : 

IFC revolves ita funds in a second way by offering firms in the capital ·-( ··.-:::· ·.· ·.· ·· · .:· 
.::.-::./';-'..<> -;~·<·>;: :;· 

exporting countries a chance to participate with it in an investment at the .. · ;·_:: ·: ·. · ·· .. .. • 
• ; • ~ .. , ::.· ·\· • • • • ~ t • • :. • ~ 

time the investment is made • . 'the potential participant is offered a choice .-·.-:.-~ .·::_::·: .. . ~- .. :i 
• . . ' .. . . ! ' • ~ . . ... t . , t 

• : ~· .. . • • • • • ., t 

betwe~n takin~ a pro -~ interest in the entire . tr~aact~~· incl.udins ': .. ··.: ·_ ~::(:(· .:~·.··~.:· :···· .:.l 

equity, . or .. · ta~a:. ~:loan ~turitiea ... . without: :: equity. :_F ID . the\ ·l.:ttar caa~ .• .. ~ -· .. ~·. ' .. :::·; ·\:~-::' ·;( ~-• .. ·... . .' :· : 
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.. . . . 
. . :" '• 
,. '• • I •'• , :- . . .... : : 
' •r ' ,• : . 

,;· • :, • • ; .:,:, I,. • . . . 

t' ~ ~ ~ o f • I 

the participant ·can take up either a strip of the entire loan. or a portion ~.<,. ::· .. . ~: _:· .. 
: , -~~ , • ; I I• I ' ', ' 

· of early maturities. 

Since subscriptions to the Corporation's own capital have been paid in 
i ; l ; •; ~ • I ' ~ : ' i ~ 
. ··· ~. . ' . . ~ . . ; . , 

• ~ .~-' o I ' : • • ~ 
by all its members in q~dollars, n~arly all IFC loans are denominated in 

• t l ~ • ' 

·. dollars, · Howovcn.·. IFC·has been able to arrange _ fGr the aa.le of loan partici·:~ . : _ .::. >. · · 
pa,tions in some other currencies, such as ster~~g, SWiss . francs and De~ tache·: :J.·.\ ..' .'. :;·:-... · 

'"- · • : • I 

·: marks. ·' : .·<~:..:,>:·~ .. :~ : .. 

Investors purchasing parts of IFC loans normally !io so through partici• . ~:~/·\·:~·· ;: .. · ·:. :<.··.; 1 

. :· .;: . . 
·:. ·:· · .. :.-' . . : .; ·:·, . : 

"1 ': ! :· 0 

. :.:< .. :::.-: . .- .- .· . _.: . 
· investment documents are handled by Ire. which aerves as collecting anc:l pay• : ,_ ~:"::) ·:_: ,·/· - .~: . ·. 

:. ·:· ,:;:-.:>~. ;~··_.; . -- ~-·;:: ;. 

· · pat ion certificates. · ·The administration and exercise of rights und'er the 

ing agent. • .>: ~ · ..... , ! , . . . . 

. The terms_ of the sale of paper from IFC'a portfolio are negotiated in 
·' . . . ' 

each case, so asto reflect the history of the investment since the original 

commitment. -In the case of sales of equity. the shares sold by IFC ~re 
. •. , r 

transferred to the participant. so that a direct relationship may be establi~he~ .. . :._: • . .:~· ··: 
. : : .. :~. ·. ; , . . .. : ~ . . :. ' .. ~ 

between the company in the low income nation and the private shareholder a ':·:. :.~ ·t: · . .'·:' (: .(.- -~ · - . · · 
. . .:. ~ .'.·~·:· ... . : ~ ' ·:l, ·, . ; .. . . ·. ·~ ~ :~; : : 

a more developed country. It ia IFC'a practice to consult it~artners OD ... ;;:.:· · ;:_: ;:~ .. ~ :. ·_:..: i ·:.·:· - ~-
---' : . ·:·.·: .:: :.~.~ :· : .. :· : .. .. :· 

sales of equity to be sure that there are no objections to · the propose~ · · : . i· : ~·::~· :· ,,:, .< .:_: -' · ;·_ 

sale for valid business reasons. :.;:::Jj'f '. ::·.; 
IFC makes use of several methods in se~ling shares held in its port- -~-... ,_. .. : ~ <:_:····: .. '· : . · 

folio. some of the companies in which IFC has acquired an equity interest :·: ~.':::{: ~. :r: :: Y;, 
' • .. :,. ::· ·.\ ~' \ : s • • ~ , • ~ 

are owned by a broad range of local investors, with the shares · quoted and · ~ < t:: : . : :.:-:;~. ·.·. ··· ; 
traaed on local stock exchanges. In such cases there is an opportunity for .~:·. ·;·<<>. } /: : .· · · ._ .. :: ·: 

.:<·.·/'.: .. ;--:· · .. : ... ·: 
In : .···· -~ · · · ·· • 

. ~ \ . : ~ :. ' .: :: ' 
IFC to sell its holdings through the normal -meChanism of the market. 

many cases . a public ioarkec for the shares held by IFC cioea not . exist or is · ~- : ~·. : ·~· .·. ;· .If · · . ·. :: 
. ~- . .' . . . : ·. . ·. ' .. ·• _.. . . .. . ·... . . -. .. .. ~ . : :·:. ~ .. : ' :~ :' . 

. ~oo narrow to allow aalea .. of the vo1UJD1' cieairacl. :·. Ia auch caaes. • sale. may · .. :· .\ .. :.~,' . : , .. : 

.- . . >... . . . i' .• :··.::· :-:.-> ·. ~· .. ~ ... <.-· · .. : _._::.- · ~,' .··. -~: ·. ~.: . · ·.: . ~~- ;~_ .. ·: :-. <>:\, : ~ ...... _..; ... ~. ~·. : .. ': ··:>> .· ~::- · ·: .· ... '_'.: .. :-.:··:.:.;_ ~· :-.:~ -:: · . : _· i 
be privately negotiatecl • .. ·.-.. . .. · ,_ . . ·: .. ··· ·, . . ,- ,~ ;:· ··. :· .. . _, .. . . ... ·:· . . ~ . .. ... .. .... .. _. :··. :· .· " . . 
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In general _, IFC's individual sales of -investments have involved amounta~.: ;:}:~~· .·:-_ . 
• ,:. • .. , • :: f 

not sl\lllller than $100,000. The purchases represent a diversified group of ·· .. ·<:.;: :·. . ~ . 
' • ' • • • .. • ....... • .. :· :: ,f • • •• 

banks and other investment institutions in the United States, the United . _:.-:> ·~.'.·: .=.:: > . ·. ,·: 
• •t •• '• • .... 

Kingdom and other European countries, including Edge Act affiliates of U.s~ ·., .. :.):;'·~.~;~. 
• l. :·~/ ~·" • • 

' ' ·, . 

'io:' • • ( J I 

commercial banks, and investment companies tn ·sueb widely .separated areaa ..... i l. , 

. of Kuwait and the Bahamas • Pension funds, mutual funda and insurance com• 

. Panies are among the types of institutions that have purchased parts of 

IFC commitments. 

Sales · to private investors from hold~nga have not only helped keep IFC 

liquid for continued assistan~e to the economic growth and improvement of 

the low income· countrie~~ th~y also add to the amount of noil-llC funds that: .}.:·>·/ . ; ; 
the corporation's investment activities have helped 1110bilize to finance 'new '.' ! ./:~ .. :::: :·: : <. t 

• ,•' ' ~ I~ o • 

businesses in these countries. 

Private .investors have participated with IFC in its investments for 

<: :j;·_;'. · .. ;.(· :·. J ~ 
;- >:>~~ . : '·. :: :! 
.. :-, '..\i : , :\.-. ,: 

.. ·~.:. ·.': :: ;- .: .. <.:,: ~ · 
• · two reasons. Some institutions have taken up part of the Corporation 1 a paper · } ;.;}.' ·;.~:··<:· .. ~ ; 

· .- · · simply because it provided an attractive return. . Over the life of all 

ments that ·IFC has closed out •• either by sale, Qr total repayment of the 
. ,-:;,..,.v h.J.t..ttf . . . J I. V 

inv~stment -- ~ the ;\et return has averaged approximate~ per cent. U~:D 

i~:::r 
17

::::i:::~ts in IFC investments have been attracted by the actu:~::I;:.;1::~·::\ ,< i: 
or potential ·aide benefits. This is the caae particularly with banks look .. . ·, · .. ·. .. . · . 

. ..:. :. :: \~.}.;:·.:·: ~· _·. _.. -~.·· r· 
ing for business with .new companies abroad, _or seeking to get 'into busineaa ·.:;,.: ... ···.' ·. :. ·~:. : 

' in a coUDtry ~here they haVe not yet bee- ea tabliahed. ~ either case • ~: :;-:;(:.~,::~~:~\.; '.::. ~,; ' ; 
t.: , ,•' . 0 t'. • • . • • •. ·• ·., . : • • • t ~ · •• • • • • ' 

. the preaence . .'o(· ·uc; ._vith-ita expu:Len~· ·:~.a· doi.Da .l»waiuaa with . . compaAiaa ·. ·. ': · .. :.< :·'-:.··. '·.· ·· ~ . ! ; 

..... 

. ·. !. 
T '. I 

., 
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in .the less developed areas of the world, is a reassuring factor to a new• 

comer •. The Corporation regards this reassurance aa a vital part of ita 

function, and it is one of IFC's ever present aims to keep it aa auch to 

make the Corporation's presence a ~tter of value. 

• , t, . . ~. 

:· ' ·· ·:· 
. . '; .. ·. ,. ; . 

: ·. ;/:,':{·. ,':,::,: • 0 • Jl, I 

~ ... . 
~· :· .. 

. (,. :: • ~; :·< ·.· • :; I 

'~ : ~- ~-~< ~ : ·. :· 
In addition to investments in inclustry •. .. agriculture • .tourism and otha&- >~. : . ·. · .: ·:. 

:,• ;;·,: : ··: .: ~: • , ·1 o I • 

I{J 
· ser.vices, IFC.has anoljter major field of investment, in local development 

• • ,. 0 •• .: • ,; 

. ~...-. · · :·· ._\··: .. :, . ' ;· .. 

. ·.<<r_: ... · . .-· . , :··.. ; 
•'~ .~ . , 

0

! ~ , ; • 0 t ' 1 t 
finance institutions. 

. ;_· .: =. ~: <>t::.. ~ .. . . 
... . : ,, . .,, ., . ·: -: IFC 1 s assistance to development banks usually takes the form of an 

• f. : • • ~~: , • ~ • f• 

equity investment although it has, on one qccasion, made a loan. The Cor• .·:··=.: ;:. ;{ ;· ... , .. ,:6J·.,. , ... . '• 

poration has collllllitted $22.6 million to ·18 developme~~:t finance companies ill·:::'.f( ,{> (:~ 
' : ·; ~ ... ··. ~ ~ ; · .. .:"' ' .:. .... .. . 

16 countries. Of t~ese ~ommitments, $15.1 million . waa in equity and $7 .s .·· ... _...._ .... . ·. , .. . ·. 
·· .. · .. : .c.-\·.~i ./· . ·~ .. :· ~ . . million was loan. 

The need for technical assistance spans all IFC projects. The Cor- . :{).':::· :' <::,_ i . 

.. :::a:::~:~~:r::n::t:h:: :::~::n:s 0:i:a:r::e:~d ::e::n:c:::::: Dy'/:!{1:~?;:·: :i.:·;;. 

arranging joint ventures · in which a sponsor takes on both financial 1 and :·. :· {:· :/'.:;/ ~ :· .... : ~ 
• o ~ ·· ~ '' \ I ~ l o o 

·. ·; . .' ~ :· _ _.; ..... ::· :. ·. :. :.. ~· ~ 
... · .. · . technical responsibilities. This year, for the first time, IFC sponsored 

·' • ' •• ,. '~ • • : ,_ ... ... . f : 

a developing country project in which the teChnical ·sponsor was from another ··. :y:~·./.:' :. ·_.;~ : 

developing country • . This occurred when one of Latin America's most experienc.ci . :·:.~ ..... ; 
. ·: ... . . . -. r: ~ . 

:::::e t:k:::h::c::b:::s:: ::l~::wy ~:::::s t::t:::0:i:~A::t::l:::~:: . ·.::;;;:~,;:/;{:.:·: . /·~ l 
Textiles Fabrica~o de Nicaragua, S .A. ·Other technic~l sponsors of IFC pro• ·~·. · ::;·~.~~· .. :-:: ·:. ·.:,.. :·:·: 

jects during the. ·.1968 fiscai ye~r included United RVA of Amsterdam and HVA .-~··.'-~\ ·.:··:·:·: :: .. ·· :-. ,: 
"l., , • ••• \ • • 

. ... ; . . : . . . ... 
Ethiopia, in the BVA ·Metabara augar plantation and refining project in Y ·. ··:: ~. ·,.: .. :·~ . ·; t; 

• • • • I • • • • '. • ' •• : . • • -. • • ~ .: • • •• • • • • ' • • • • : • I .. :' 4. \ : t. • •• : 

. Ethiopia; .Yawata, Iron· a,ci Steel .. :Ltci.·, pr~cipal . apOilao~. together vith Mitau··.:· .. ~· :.··... .. : · .. :.: 

..... 

. . ! 

·. ' . . · .. 
I 

' ' '' I , : . '~, .. : ' • : 
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& Co., Mitsubishi Shoji Kaisha Ltd., Nittetsu Mining, Ltd. • Irimaru Co., ·.'··.·::·.:.:/:}}::· 
~'t "· •· . .. · 

in the Malayawata .. : · . .. :.~ .::··· : . ~ · · .. 
:::.:: ~ · :' ,· ·~·<· · ....... . 

Ltd., .Malaysian Industrial Development Finance Berhad, 

. steel project in Malaysia, ancl Charter Consolidated, Ltd. of L.ondon., in . . ~· .. ·· · .. 

. . the Mauritanian. ~ copp. er . mining .project, .·.-som1ma. ',..· .···.·.:>·· .. ::···./·.· .. .. ··.: ·.i .· : . , : ".. . :/.·':!' ;:,:•( : 
. , ; . ·. . . ', ·;·.·.,,. .:> ~~ ) ·~ 

. ,.·\:'·! . ~ · .. . ~.! .. . 1 .'- ..•... ~ ... : .. · ··· ~ .. •. /. ··, , ... · .• :) · ··· t ~· ••• :./·~·~ ,'! ·' '·, ··)··::;~ ..... ·.· ... 'l. · ···::.· • .. . ., ' ., 
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Address 

by 

Mr. Martin M. Rosen 

at 

Kingston, Jamaica 

October 25, 1968 

Upon the occasion of the signature of the 

Investment Agreement for the Jamaica Pegasus Hotel 



In Washington there used to be a lady who gave such successful parties 

that she became known as "The Hostess with the Mostest". I am reminded of 

her by your beautiful island. As a tourist spot, Jamaica mfght well be called 

"The Hostess with the Mostest". You have the climate, you have the natural 

beauty, you have the beaches, the water, the opportunity for sports the year 

round, and, the most important thing of all, like our Washington hostess, 

Jamaicans, as I have already discovered, have the friendly and hospitable 

attitude that make for a good party and a happy vacation. 

Certainly, Jamaica can make at least one tourist claim that few can match. 

It is already more than 474 years since Jamaica's first known tourist arrived. 

That is a very long time to have been receiving visitors in the New World. 

It is true that your first known guest, Christopher Columbus, did not 

stay very long on his first visit, in 1494. Perhaps he did not like the 

accommodations~ And that brings me to the real reason we are here today. 

We want to make sure that others are never similarly disappointed. There 

is nothing like getting after a problem promptly. 

But it is not only because Jamaica has been receiving travellers for so 

long, nor because the name Christopher Columbus leads all the rest in Jamaica's 

guestbook, nor even because it would be difficult indeed to imagine a more 

attractive tourist setting than the island of Jamaica, that I am convinced · 

Pegasus is going to be a highly successful venture. Had there been any doubts 

at all in my mind, they would have been erased when I looked up · the name 

Pegasus, to see just what, besides a flying horse, it signified. The results 

were entirely gratifying. 
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We can start by taking as an excellent omen the well known fact that 

Pegasus was, indeed, the name of a flying horse of Greek mythology. The hotel 

by that same name that will rise in Kingston will open its doors just as a 

generation of true flying workhorses, the jumbo jets, are ready to fly in, 

each capable of bringing as many passengers as there are to be rooms in the 

Jamaica Pegasus. That is obviously very good for business. I can assure you 

that the calculations that brought this hotel into being took into considera­

tion the tourist potential of the flying horses just now being foaled. 

But Pegasus was not just any flying horse. He was the =lying horse who, by 

a b lm.J of his hoof, released the waters of the spring Hippocrene on Mount Helicon. 

From this it may readily be foreseen that the Jamaica Pegasus is destined to 

be an instrument of development, helping Jamaica to burst its current economic 

bonds. 

There is more, and we co~ld make much of it -- Pegasus signifies poetic 

inspiration, and it is the name of a constellation of the northern skies lying 

close to the point of the vernal equinox -- but I know that you are waiting 

eagerly for me to supply you with those facts and figures, not of mythology, 

that are expected of an investor, perhaps especially of an investor charged 

with economic development as well as business objectives. I see no reason to 

disappoint you. 

It has been my good fortune to speak on a number of other occasions when 

the International Finance Corporation had just had a hand, as it has today, in 

bringing a new business into being in a developing economy. It is an event 

that is always a thrill, no matter how often repeated. But I must confess 

that ordinarily, mixed with the exhilaration of bringing a complicated and 
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generally difficult piece of business to a satisfactory conclusion, there is 

something very much like the anxious pride with which you send you~ five-year 

old off to school all alone for the first time. 

Today our confidence overrides our qualms. 

The Jamaica Pegasus has strong financial and managerial foundations in 

its sponsors, BOAC Associated Companies and Forte's Limited. Forte's will 

bring to Jamaica its experience in hotel management in Britain and many other 

places. BOAC will bring customers. 

Further, the Jamaica Pegasus has received financial backing from a very 

wide international base. The International Finance Corporation, with a member­

ship of 90 nations, is providing approximately a third of the initial finance 

for Pegasua. I take pride in the fact that investors in the United Kingdom, 

the United States, Italy and the Bahamas are participating in IFC's commitment 

to Pegasus. Representatives of these firms, Barclays Overseas Development 

Corporation of London; The Citizens and Southern National Bank in Atlanta, 

Georgia, through a subsidiary, Citizens and Southern International Corporation; 

Banca Nazionale del Lavoro, of Rome; and The Royal Bank of Canada International 

Limited, of Nassau, signed participation agreements here today at the same time 

as the fundamental financing agreements for Pegasus were signed. Further 

important financing is being provided by Barclays D.C.O., of London. 

Nevertheless, one of the most important elements of strength for Pegasus 

is the fact that it will have substantial backing originating in Jamaica. 

Thls will be in the form of a share issue of some 300,000 Jamaican pounds, 

to be made available to the Jamaican public in an offering underwritten by 

the Jamaican Development Finance Corporation. I am especially pleased that 
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the Pegasus transaction has provided an occasion for collaboration between the 

International Finance Corporation and the Jamaican Development Finance Corpora­

tion. Pegasus is the second IFC inve~tment ~n Jamaica, the first since Inde­

pendence. I am looking forward to furt~er .transactions in the future. 

Any project would be promising with a financial and managerial background 

such as the Jamaica Pegasus has. But there is always another critical element 

for a new business: the market~ For the Jamaica Pegasus, I think we could say 

with modesty that the outlook is pleasing. 

Not only, as we have already noted, does Jamaica have the climate, the 

beaches, the fishing and swimming waters and the distinctive way of life that 

attract the tourist. As the wide ranging financial backing for Pegasus suggests, 

the effective market for these tourist wares stretches, in the age of the jet 

transport, from Northern Europe to Canada and United States. That is a very 

big stretch, and Jamaica is situated near the center of it. 

It is also a high potential tourist market, in terms of numbers of solvent 

inhabitants who might become visitors to Jamaica. This solvency establishes a 

kind of cycle, of which all the vacation lands Europeans and North Americans 

can reach in large numbers, including Jamaica, are the beneficiaries. I would 

state this economic theory as follows: earning enough to go on a vacation to 

Jamaica, or Kenya, or North Africa, is exhausting enough to make it almost a 

necessity to go on vacation to Jamaica, Kenya, North Africa, or somewhere 

equally refreshing. 

I think the fact that North Europeans now vacation in large numbers as 

far from home as Kenya suggests that when the jumbo jets can bring them to a 

Jamaica with improved tourist facilities Europeans may come here in larger 
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numbers. But some 90 per cent of Jamaica's tourist traffic now comes from 

Canada and the United States. To be sure, this alone is a market that will 

not soon be exhausted: within an afternoon's jet flying of Kingston there are 

scores of millions of people, including those in the cities of Toronto, 

Montreal, Boston, New York City Jamaica's single biggest market -- Phila-

delphia, Baltimore and Washington. Moreover, the jet transport is lengthening 

Jamaica's reach in the North American market: while visitors to Jamaica from 

New York doubled between 1963 and 1967, visitors from the Midwest and the West 

Coast tripled. 

But we are not talking only about tourism, as important as that is. 

Kingston is Jamaica's business and governmental center, and as such the Pegasus 

hotel will provide accommodations for a year round flow of business travellers 

to Kingston. Further, many of the world's great professional and business 

associations are looking for new places to take their annual meetings. They 

will take note of the fact that Pegasus will provide convention facilities 

now lacking on the island, and that when Pegasus is up, Kingston will have a 

complex of 800 modern hotel rooms within walking distance of those convention 

facilities. That means that even very large meetings, of more than 1,000 

people, can come to Kingston. And it can be expected that many of their 

members, once· here, will also visit Montego Bay and Jamaica's other attractions. 

One other fact about the travel market: Jamaica's traditional winter 

tourism is now being supplemented by a new wave of people. who come in the 

summer because that is their vacation time and they like the summer sun. 

These visitors now account for about a fifth of Jamaica's tourist arrivals, 

in a new peak season in July and August . 

. ,. 
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So I think we can say with confidence that the business outlook for this 

investment is not unsatisfactory. The prospects that this investment will 

help Jamaica to achieve its economic growth goals are equally good. 

Jamaica's economic developraent has been dominated in the past by the 

island's tropical setting. For more than 300 years, Jamaica produced sugar, 

rum, bananas and other tropical agricultural products for export. 

Since the early 1950s, there have been two sharp departures from this 

long-lasting economic pattern. The first stemmed from the discovery of ex­

tensive and rich deposits of bauxite. 

Tourism provided the other major break with Jamaica's economic past. The 

growth of travel to Jamaica during the 1963-1967 Independence Plan period has 

been impressive. 

But in 1967 the growth of tourism slowed down from the almost dizzying 

pace of 28 per cent a year, in 1964 through 1966, to some 4 per cent. I am 

told that this year so far the increase is around 18 per cent. The chief 

restraint has been the same one that Christopher Columbus experienced: a lack 

of accommodations. 

Tourism has moved up to be the second most important element in the 

Jamaican economy, and a leading foreign exchange earner. Thus, the benefits 

to Jamaica of the travel boom, before lack of hotel space throttled it down 

in 1967, indicate that hotel building in Jamaica is a wise use of the country's 

development resources. The fact that IFC has joined in helping to bring the 

Jamaica Pegasus investment to a conclusion is witness to our conviction that 

tourism is a development factor with an unusually high potential. 
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World demand for travel is growing considerably faster than demand for 

merchandise exports, and trav~l to the developing countries has been growing 

faster than travel to the industrialized countries. Tourism contributes to 

economic growth in a way that '· is usually of special importance to the devel­

oping country, by increasing foreign exchange earnings. Pegasus is expected 

to bring over $3 million foreign exchange a year to Jamaica. Further, tourism 

is relatively labor intensive -- a factor of great importance for Jamaica, and, 

specifically, the Pegasus project. During construction the Jama~ca Pegasus is 

expected to create some 1,000 man years of work, and in operation it will open 

up some 450 jobs, 95 per cent to be filled by Jamaicans. 

In addition to the direct increase of employment that tourism generates, 

there are other, indirect, benefits spread throughout the entire economy, 

affecting services, construction, demand for local foodstuffs, artisanry 

products, transport and much else. For instance, during the two year con­

struction period the Jamaica Pegasus will generate about $2 million purchases 

of Jamaican raw materials. 

Tourism, then, would seem to me to be not only a prime economic growth 

tool for Jamaica -- and Kingston -- but also one that should be nurtured with 

care. IFC stands ready to lend its hand in further sound tourism projects in 

Jamaica, and I expect to be looking today and tomorrow at other places on the 

island where such projects may arise. 

I have pointed out that tourism has growth and earnings potentials in 

virtually all sectors of the economy. The extent to which these collateral 

benefits may be realized depends, of course, upon the extent to which tourist 

demand for food and transport, for instance, as well as for hotel space, can 

. , 
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be met out of local resources. Investment for the improvement of the tourism 

potential is not merely hotel building, but involves also improvement of the 

supply and performance potential throughout the economy. 

As an international development agency, we stand ready to assist, at 

points over the whole range of Jamaica's requirements for development invest­

ment, where our help is needed and wanted. I am confident that the Inter­

national Finance Corporation will be a part of other transactions in your up 

and moving island nation. 

# # # 
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I n Washington there used to be a lady who gave 
such successful parties that she became known 

as "The Hostess with the Mostest". I am reminded 
of her by your beautiful island. As a tourist spot, 
Jamaica might well be called "The Hostess with the 
Mostest". You have the climate, you have the nat­
ural beauty, you have the beaches, the sea, the op­
portunity for sports the year round, and, the most 
important thing of all, like our Washington hostess, 
Jamaicans, as I have already discovered, have the 
friendly and hospitable attitude that makes for a 
happy vacation. 

Certainly, Jamaica can make at least one tourist 
claim that few can match. It is already more than 
474 years since Jamaica's first famous tourist ar­
rived. That is a very long time to have been receiv­
ing visitors in the New World. 

It is true that your first well known guest, Chris­
topher Columbus, did not stay very long on his first 
visit, in 1494. Perhaps he did not like the accom­
modations. 

But it is not only because Jamaica has been re­
ceiving travellers for so long, nor because the name 
Christopher Columbus leads all the rest in J amai­
ca's guestbook, nor even because it would be diffi­
cult indeed to imagine a more attractive tourist set­
ting than the island of Jamaica, that I am con­
vinced Pegasus is going to be a highly successful 
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. 
venture. Had there been any doubts at all in my 
mind, they would have been erased when I looked 
up the name Pegasus, to see just what, besides a 
flying horse, it signified. The results were entirely 
gratifying. 

We can start by taking as an excellent omen the 
well known fact that Pegasus was, indeed, the 
name of a flying horse of Greek mythology. The 
hotel by that same name that will rise in Kingston 
will open its doors just as a generation of true fly­
ing workhorses, the jumbo jets, are ready to fly in, 
each capable of bringing as many passengers as 
there are to be rooms in the Jamaica Pegasus. That 
is obviously very good for business. I can assure 
you that the calculations that brought this hotel 
into being took into consideration the tourist po­
tential of the flying horses just now being foaled. 

But Pegasus was not just any flying horse. He 
was the flying horse who, by a blow of his hoof, re­
leased the waters of the spring Hippocrene on 
Mount Helicon. From this it may readily be fore­
seen that the Jamaica Pegasus is destined to be an 
instrument of development, helping Jamaica to 
burst its current economic bonds. 

There is more, and we could make much of it­
Pegasus signifies poetic inspiration, and it is the 
name of a constellation of the northern skies lying 
close to the point of the vernal equinox-but I 
know that you are waiting eagerly for me to supply 
you with those facts and figures, not of mythology, 
that are expected of an investor, perhaps especially 
of an investor charged with economic development 
as well as business objectives. I see no reason to 
disappoint you. 

I t has been my good fortune to speak on a 
number of other occasions when the Interna­

tional Finance Corporation had just had a hand, 
as it has today, in bringing a new business into 
being in a developing economy. It is an event that 
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is always a thrill, no matter how often repeated. 
But I must confess that ordinarily, mixed with the 
exhilaration of bringing a complicated and gener­
ally difficult piece of business to a satisfactory 
conclusion, there is something very much like the 
anxious pride with which you send your five-year 
old off to school all alone for the first time. 

Today our confidence overrides our qualms. 

The Jamaica Pegasus has strong financial and 
managerial foundations in its sponsors, BOAC As­
sociated Companies and Forte's Limited. 

Further, the Jamaica Pegasus has received fi­
nancial backing from a very wide international 
base. The International Finance Corporation, with 
a membership of 90 nations, is providing approxi­
mately a third of the initial finance for Pegasus. I 
take pride in the fact that investors in the United 
Kingdom, the United States, Italy and Canada are 
participating in IFC's commitment to Pegasus. 
Representatives of these firms-Barclays Overseas 
Development Corporation of London; The Citizens 
and Southern National Bank in Atlanta, Georgia, 
through a subsidiary, Citizens and Southern Inter­
national Corporation; Banca Nazionale del Lavoro 
of Rome; and The Royal Bank of Canada acting 
through its subsidiary in Nassau-signed partici­
pation agreements here today at the same time as 
the fundamental financing agreements for Pegasus 
were signed. Further important financing is being 
provided by Barclays D.C.O., of London. 

Nevertheless, one of the most important ele­
ments of strength for Pegasus is the fact that it will 
have substantial backing originating in Jamaica. 
This will be in the form of a share issue of some 
300,000 Jamaican pounds, to be made available to 
the Jamaican public in an offering underwritten by 
the Jamaican Development Finance Corporation. I 
am especially pleased that the Pegasus transaction 
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·has provided an occasion for collaboration between 
the International Finance Corporation and the J a­
maican Development Finance Corporation. Pega­
sus is the second IFC investment in Jamaica, the 
first since Independence. I am looking forward to 
further transactions in the future. 

A ny project would be promising with a finan­
J-\.. cial and managerial background such as the 
Jamaica Pegasus has. But there is always another 
critical element for a new business: the market. 
For the Jamaica Pegasus, I think we could say 
with modesty that the outlook is pleasing. 

Not only, as we have already noted, does J a­
maica have the climate, the beaches, the fishing and 
swimming waters and the distinctive way of life that 
attract the tourist. As the wide ranging financial 
backing for Pegasus suggests, the effective market 
for these tourist wares stretches, in the age of the 
jet transport, from Northern Europe to Canada and 
the United States. That is a very big stretch, and 
Jamaica is situated near the center of it. 

The fact that financial institutio~ in Canada, 
Europe and the United States have joined in the 
transaction is concrete proof of the broad based in­
terest in the Jamaican tourist market. 

It is a high potential tourist market, in terms of 
numbers of solvent inhabitants who might become 
visitors to Jamaica. This solvency establishes a kind 
of cycle, of which all the vacation lands Europeans 
and North Americans can reach in large numbers, 
including Jamaica, are the beneficiaries. I have an 
economic law which is not taught in our leading 
universities but which I will pass on to you: earn­
ing enough to go on a vacation to Jamaica, or 
Kenya, or North Africa, is exhausting enough to 
make it almost a necessity to go on vacation to J a­
maica, Kenya, North Africa, or somewhere equally 
refreshing. 
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I think the fact that North Europeans now vaca­
tion in large numbers as far from home as Kenya 
suggests that when the jumbo jets can bring them 
to a Jamaica with improved tourist facilities Euro­
peans may come here in larger numbers. But some 
90 per cent of Jamaica's tourist traffic now comes 
from Canada and the United States. To be sure, 
this alone is a market that will not soon be ex­
hausted: within an afternoon's jet flying of Kingston 
there are scores of millions of people, including 
those in the cities of Toronto, Montreal, Boston, 
New York City-Jamaica's single biggest market­
Philadelphia, Baltimore and Washington. More­
over, the jet transport is lengthening Jamaica's 
reach in the North American market: while visi­
tors to Jamaica from New York doubled between 
1963 and 1967, visitors from the Midwest and the 
West Coast tripled. 

Bu~ we are not talking only about tourism, as 
Important as that is. Kingston is Jamaica's 

business and governmental center, and as such the 
Pegasus Hotel will provide accommodations for a 
year round flow of business travellers to Kingston. 
Further, many of the world's great professional 
and business associations are looking for new 
places to take their annual meetings. They will 
take note of the fact that Pegasus will provide con­
vention facilities now lacking on the island, and 
that when Pegasus is up, Kingston will have a com­
plex of 800 modern hotel rooms within walking 
distance of those convention facilities. That means 
that even very large meetings, of more than 1,000 
people, can come to Kingston. And it can be ex­
pected that many of their members, once here, will 
also visit Montego Bay and Jamaica's other attrac­
tions. 

One other fact about the travel market: J amai­
ca's traditional winter tourism is now being sup­
plemented by a new wave of people who come in 
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the summer because that is their vacation time and 
they like the summer sun. These visitors now ac­
count for about a fifth of Jamaica's tourist arrivals, 
in a new peak season in July and August. 

So, if I may make use of British understatement, 
in view of the sponsors of the project, I think 

we can say that the business outlook for this in­
vestment is not unsatisfactory. The prospects that 
this investment will help Jamaica to achieve its 
economic growth goals are equally good. 

Jamaica's economic development has been 
dominated in the past by the island's tropical set­
ting. For more than 300 years, Jamaica produced 
sugar, rum, bananas and other tropical agricultural 
products for export. 

Since the early 1950's, there have been two 
sharp departures from this long-lasting economic 
pattern. The first stemmed from the discovery of 
extensive and rich deposits of bauxite. 

Tourism provided the other major break with 
Jamaica's economic past. The growtmof travel to 
Jamaica during the 1963-1967 Independence Plan 
period has been impressive. 

But in 1967 the growth of tourism slowed down 
from the almost dizzying pace of 28 per cent a year, 
in 1964 through 1966, to some 4 per cent. I am 
told that this year so far the increase is around 18 
per cent. The chief restraint has been the same 
one that Christopher Columbus experienced: a 
lack of accommodations. 

Tourism has moved up to be the second most 
important element in the Jamaican economy, and 
a leading foreign exchange earner. Thus, the bene­
fits to Jamaica of the travel boom, before lack of 
hotel space throttled it down in 1967, indicate that 
hotel building in Jamaica is a wise use of the coun-
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try's development resources. The fact that IFC has 
joined in helping to bring the Jamaica Pegasus in­
vestment to a conclusion is witness to our convic­
tion that tourism is a development factor with an 
unusually high potential. 

World demand for travel is growing consider­
ably faster than demand for merchandise ex­

ports, and travel to the developing countries has 
been growing faster than travel to the industrial­
ized countries. Tourism contributes to economic 
growth in a way that is usually of special import­
ance to the developing country, by increasing for­
eign exchange earnings. Pegasus is expected to 
bring over $3 million foreign exchange a year to 
Jamaica. Further, tourism is relatively labor in­
tensive-a factor of great importance for Jamaica. 
During construction the Jamaica Pegasus is ex­
pected to create some 1,000 man years of work, 
and in operation it will open up some 450 
jobs, 95 per cent to be filled by Jamaicans. 

In addition to the direct increase of employ­
ment that tourism generates, there are other, in­
direct, benefits spread throughout the entire econ­
omy, affecting services, construction, demand for 
local foodstuffs, artisanry products, transport and 
much else. For instance, during the two year con­
struction period the Jamaica Pegasus will generate 
about $2 million of purchases of Jamaican raw 
materials. 

I have pointed out that tourism has growth and 
earnings potentials in virtually all sectors of the 
economy. The extent to which these collateral bene­
fits may be realized depends, of course, upon the 
extent to which tourist demand for food and trans­
port, for instance, as well as for hotel space, can 
be met out of local resources. Investment for the 
improvement of the tourism potential is not merely 

7 



·hotel building, but involves also improvement of 
the supply and performance potential throughout 
the economy. 

As an international development agency, we 
stand ready to assist, at points over the whole range 
of Jamaica's requirements for development invest­
ment, where our help is needed and wanted. I am 
confident that the International Finance Corpora­
tion will be a part of other transactions in your up 
and moving island nation. 

8 
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IFC RECRUITS CAPITAL FOR DEVELOPMENT reprinted from Col'Wilbia Journal of World Business 

LA CFI ATRAE CAPITAL PARA FINES DE DESA­
RROLLO se ha traducido de un articulo aparecido en e/ 
numero correspondiente a noviembre-diciembre de 1968 
del Columbia Journal of World Business, publicaci6n 
bimensual de Ia Escuela de Administraci6n para Posgra­
duados, de Ia Universidad de Columbia. 

.l 

- ~ 

En momentos como el presente en que los diri­
gentes del proceso del desarrollo en todo el 

mundo estan llevando a cabo un analisis de las 
tecnicas que se utilizan actualmente para acelerar 
el ritmo del crecimiento economico de los palses 
menos desarrollados y estan elaborando otras 
nuevas, es cada vez mas necesario que aumente la 
corriente de personal capacitado y capital del sec­
tor privado de los palses mas industrializados 
hacia los menos avanzados. Ese incremento es el 
factor basico de una nueva estrategia en materia 
de desarrollo. 

Constituye tambien la continuacion de un pro­
ceso que viene registrandose desde hace algun 
tiempo. La expansion economica lograda en los 
ultimos aiios por varios palses en desarrollo, par­
ticularmente en sus sectores industriales, se ha 
debido, en medida considerable, a la inversion di­
recta de capitales privados extranjeros. Aunque 
no es posible establecer una relacion precisa de 
causa y efecto, es innegable que la inversion 
privada ha contribuido en forma significativa­
conjuntamente con la importancia atribuida a la 
industrializacion en la mayorla de los planes na­
cionales de desarrollo-a! aumento anual media 
del 7 por ciento registrado en ]a produccion fabril 
de los paises en desarrollo durante el ultimo 
decenio. 
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IFC RECRUITS CAPITAL FOR DEVELOPMENT reprinted from Colwnbia Journal of World Business 
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La corriente de capital privado, a pesar de 
haber experimentado pronunciadas fluctuaciones, 
ha constituido una proporci6n importante de la 
afluencia total de recursos bacia el mundo en 
desarrollo. En 1967, las inversiones privadas ex­
tranjeras, tanto directas como en valores de 
cartera, efectuadas en esos paises ascendieron a 
mas de $2.600 millones. 1 Esa cifra representa el 
23 por ciento del monto total neto, $11.400 mi­
llones, de los recursos financieros y tecnicos sumi­
nistrados, tanto en forma de ayuda oficial como de 
capital privado, a los paises en desarrollo por los 
miembros del Comite de Ayuda para el Desarrollo 
de la Organizaci6n de Cooperaci6n y Desarrollo 
Econ6micos ( Alemania, Australia, Austria, Bel­
gica, Canada, Dinamarca, Estados Unidos, Fran­
cia, Italia, Jap6n, Noruega, Paises Bajos, Portu­
gal, Reino Unido, Suecia, Suiza y la Comisi6n de 
las Comunidades Europe as). Entre 1960 y 1967, 
la afluencia neta de capital privado a los paises en 
desarrollo (inversiones y prestamos privados, asi 
como creditos privados de exportaci6n) aument6 
de $3.182 millones a $4.390 millones anuales, en 
tanto que la ayuda publica se elev6 de $4.930 
millones a casi $7.000 millones. 

En muchos paises ya existen las co.ndiciones 
necesarias para que la empresa pnvada de­

sempefie en el futuro un papel mas importante en 
el proceso de desarrollo econ6mico. Esos paises 
han mejorado y ampliado sus instalaciones de in­
fraestructura durante los ultimos 20 afios con la 
ayuda de fondos publicos, y ahora cuentan con un 
mayor suministro de energia electrica, sistemas de 
regadio mas extensos, medios modernos de comu­
nicaciones, importantes redes de transportes y 
mejores servicios. Gracias a esas mejoras y a las 
implantadas en los campos de la educaci6n y la 
salud, se dispone, para ese mayor abastecimiento 

1 Salvo indicaci6n contraria, todas las cantidades de dinero men­
cionadas en este articulo se expresan en d6lares de los Estados 
Unidos. 
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de fuerza electrica y los sistemas de comunica­
ciones y de transportes mas eficientes, de mano de 
obra mejor capacitada, elemento imprescindible 
para ampliar la producci6n de bienes y servicios. 

De modo que el llamamiento que se hace ahora 
en favor de una mayor participaci6n de la em­
presa privada en el proceso de desarrollo no es 
simplemente un cri d' alar me destinado a atraer a 
la inversion privada a los sectores en que la pu­
blica se encuentra en un bajo nivel, como sucede 
en muchos lugares. Ese llamamiento se basa tam­
bien en otras razones que es posible que el inver­
sionista privado encuentre mas afines a sus con­
sideraciones. Constituye un signo de los tiempos, 
y refleja el hecho de que el desarrollo ha llegado 
a una etapa en que, gracias a la existencia de mas 
y mejores elementos basicos en muchos lugares, 
hay mayores oportunidades para la realizaci6n de 
inversiones privadas en los paises en desarrollo; 
pero la mayor parte de esas instalaciones de in­
fraestrucura pueden utilizarse para fines produc­
tivos solamente mediante inversiones privadas en 
la producci6n de bienes y servicios. 

Esto no quiere decir que ya se cuente con toda 
la infraestructura necesaria, ni que siquiera se este 
llegando a ese punto. Todo lo contrario: esas ac­
tividades nunca terminan. Hasta los paises indus­
triales mas desarrollados, como el J ap6n, los 
Estados Unidos, y los paises de Europa Occi­
dental, constantemente estan incrementando, re­
novando y mejorando sus instalaciones basicas, con 
el objeto de poder alcanzar un nivel de creci­
miento aun mayor. Son pocas las ocasiones en 
que el desarrollo de la infraestructura de un pais 
alcanza un grado tal que no se necesitan mas ins­
talaciones de esa indole; lo mas frecuente es que 
se llegue a un punto en que un mayor desarrollo 
y la implantaci6n de cam bios· reales en el nivel de 
vida (que es la fin ali dad de la labor en pro del 
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desarrollo) no solo se hagan necesarios, sino tam­
bien viables, a traves de la inversion privada. 

Papel del sector privado en las 
actividades de desarrollo 

Hay otros factores economicos que militan en 
favor de una participacion mas intensa del sector 
privado en el proceso del desarrollo. Por una parte, 
en muchas naciones en desarrollo la necesidad de 
ofrecer servicios y elementos esenciales a una 
poblacion que aumenta a un ritmo acelerado, ha 
constituido una pesada carga para los recursos 
pecuniarios y humanos del sector publico. Los 
gobiernos respectivos no estan en condiciones de 
emplear sus limitados recursos en actividades que 
pueda financiar la inversion privada. 

Poi: otra parte, mientras que en Ullfl epoca sola­
mente los Estados Unidos podian producir lo 
suficiente para atender tanto sus propias necesi­
dades como las de los paises en desarrollo, en la 
actualidad muchas otras naciones tambien pueden 
hacerlo. Por consiguiente, un numero cada vez 
mayor de hombres de negocios de muchos paises 
estan .ahora en situacion de proporcionar capital, 
maquinaria y conocimientos tecnicos a las na­
ciones de Africa, America Latina y Asia. La ex­
istencia de materias primas aun inexplotadas y de 
mano de obra abundante y deseosa de aprender 
tecnicas modernas, constituye un incentivo adi­
cional para la realizacion de esas inversiones. 
Ademas, la inversion privada en empresas pro­
ductivas de las naciones en desarrollo contribuye 
a satisfacer el objetivo de muchas de elias de 
ahorrar divisas, mediante la produccion en el pais 
de bienes que antes adquirian en el extranjero. 

E stos factores ponen de relieve la importancia 
de la Corporacion Financiera Internacional 

( CFI) tanto en su calidad de inversionista por 
cuenta propia, como en la de elemento cataHtico 
para atraer capital de terceros bacia inversiones 
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en los paises en desarrollo. Fundada en 1956 
como afiliada del Banco Internacional de Recons­
truccion y Fomento (Banco Mundial), la CFI no 
tiene paralelo o precedente entre los organismos 
intergubernamentales, ya que su unico objetivo 
es coadyuvar a promover la empresa privada en 
escala internacional. Las operaciones de inversion 
de la CFI complementan las actividades crediti­
cias del Banco Mundial; ahora bien, a diferencia 
de este, otorga prestamos a entidades privadas sin 
garantia gubernamental, y puede proporcionar 
capital en cualquier forma, incluso mediante in­
versiones en acciones de capital. El Banco Mun­
dial y su otra afiliada, la Asociacion Internacional 
de Fomento (AIF), se limitan a realizar activi­
dades crediticias. 

El capital social autorizado de la CFI es de 
$110 millones, y de esa suma $102.386.000 
han sido suscritos por 90 pafses miembros. 2 Los 
recursos a disposicion de la CFI para sus opera­
ciones se han incrementado con sus ingresos, la 
rotacion de los fondos recibidos por concepto de 
reembolsos, las ventas de sus inversiones a ter­
ceros, y una lfnea de credito de $100 mill ones 
que le ha con cedi do el Banco Mundial (como 
parte de la suma de aproximadamente $400 
millones que esta autorizada para obtener en 
prestamo de la institucion matriz), para que 
otorgue prestamos a empresas privadas. Al cierre 
del ejercicio economico de 1968, el total acumu­
lado de estos recursos ascendfa a $340 millones. 

Misi6n de Ia Corporaci6n 

De acuerdo con su Convenio Constitutivo, la 
CFI tiene tres objetivos principales, a saber: pro­
porcionar capital de riesgo para empresas priva­
das productivas, en asociacion con inversionistas 
y empresarios privados; promover el desarrollo de 

2 Despues de publicado este articulo, China ingres6 en Ia CF1 con 
lo que sus paises miembros al 31 d marzo de 1969 eran 91 y su 
capital suscrito sumaba $106.540.000. 
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los mercados de capital locales, y estimular la 
corriente internacional de capital. 

La Corporacion realiza inversiones en los pai­
ses miembros en desarrollo si es imposible obtener 
en ellos capital privado en cantidad suficiente y en 
condiciones razonables. Todas sus inversiones las 
lleva a cabo en asociacion con empresarios priva­
dos, y proporciona solamente una parte del finan­
ciamiento total necesario. El monto de los com­
promisos iniciales de la CFI fluctua entre $500.000 
y $20 millones, salvo en el caso de los correspon­
dientes a costos de promocion, cuyo limite maxi­
mo es $50.000. 

La CFI proporciona financiamiento para pro­
yectos especificos, incluso para ser utilizado como 
capital de explotacion, y puede destinarse a aten­
der tanto gastos en moneda nacional, como costos 
en divisas. La CFI no toma parte en el financia­
miento directo de importaciones o e!:portaciones. 

H asta el 30 de junio de 1968, termino de su 
ultimo ejercicio economico, 3 la CFI habia 

comprometido cerca de $272 millones de sus 
fondos propios en 113 empresas del sector priva­
do de 39 paises. Estas cifras no reflejan plena­
mente los resultados de la actuacion de la Cor­
poracion. En muchos casos, la CFI ha aportado el 
ultimo financiamiento que faltaba para un pro­
yecto, que de lo contrario nunca se hubiera lle­
vado a cabo. Por ejemplo, en su primera opera­
cion relacionada con la industria turistica, un 
compromiso contraido en diciembre de 1966 con 
la Kenya Hotel Properties Limited, la Corpora­
cion aporto el elemento que faltaba-capital en 
prestamo-y reforzo la transaccion mediante una 
inversion en el capital social de la empresa. El 
compromiso de la CFI ( $8 millones en prestamo 
y $4 millones en forma de suscripcion de ac­
ciones) para un plan de expansion de la Manila 

a Los datos utilizados en el presente articulo corresponden al 
termino del ejercicio econ6mico de 1968 de la CFJ. 
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Electric Company, la principal em pres a electrica 
de las Filipinas que es propiedad de accionistas, 
constituyo un complemento clave del capital to­
rnado en prestamo de otras fuentes, principal­
mente en forma de creditos de proveedores. En 
ocasiones, como en el caso de la inversion de la 
Corporacion en la Cia. Manufacturera de Papeles 
y Cartones, una empresa chilena, la CFI facilita 
la obtencion de prestamos de otras fuentes me­
diante la subordinacion de su propio prestamo. 
Hay otras oportunidades en que la empresa no 
tiene dificultad para obtener capital en prestamo, 
como en el de Enka de Colombia, S. A., la mayor 
fabrica de fibras sinteticas de ese pais, y en elias 
la inversion en capital social realizada por la Cor­
poracion contribuye a completar el programa de 
financiamiento. 

Por lo general, la CFI colabora en la determi­
nacion de las necesidades financieras de un pro­
yecto y ayuda a los patrocinadores a establecer 
un plan que responda a sus necesidades y a las 
perspectivas futuras de la empresa. Como el 
financiamiento que proporciona no esta condicio­
nado a la adquisicion de equipo especifico o la 
realizacion de compras en un pais determinado, 
la Corporacion esta en condiciones de examinar 
objetivamente las caracteristicas de ingenieria de 
un proyecto y determinar si, desde un punto de 
vista tecnico, constituye una base adecuada para 
la formulacion de un plan financiero realista. 

Cabe subrayar que en lo que respecta a la CFI, 
la utilizacion de los fondos reviste caracteres 
mucho mas complejos que en el caso de una enti­
dad inversionista privada o de un banco de nego­
cios. Esto se debe a que la CFI tiene obligaciones 
tanto en materia de desarrollo como de inver­
siones. Al considerar una propuesta de inversion, 
la Corporacion debe cerciorarse de que el pro­
yecto tenga buenas perspectivas de producir bene­
ficios adecuados, tanto a nivel publico como pri-
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vado. Toda operacion de la CFI debe tener posi­
bilidades de proporcionar un rendimiento pecu­
niario razonable sobre el capital en ella invertido, 
tanto por la propia Corporacion como por inver­
sionistas privados. Asimismo, ha de tener pers­
pectivas de producir beneficios para la economia 
del pais receptor, en forma de un incremento 
tanto en la renta nacional como en los ingresos 
per capita. 

Normas que rigen sus actividades 

Suele ser diffcil encontrar inversiones que reu­
nan ambos requisitos. Ademas, se plantean pro­
blemas operativos debido a que la CFI realiza 
actividades en muchos palses que tienen diferentes 
costumbres, idiomas, leyes y otras caracterfsticas, 
y surgen complicaciones respecto a la aplicacion 
de sus normas de inversion a situaciones muy 
diversas. 

En sus primeros aiios de existencia, es decir, en 
la segunda mitad del decenio de 1950, las ac­
tividades de financiamiento de la CFI se orien­
taron principalmente bacia empresas mineras y 
fabriles privadas y bacia sociedades de financia­
miento del desarrollo (financieras o bancos de 
fomento). Posteriormente, la Corporacion ha 
venido diversificando sus operaciones. 

Dentro del Grupo de instituciones del Banco 
Mundial, se ha encomendado ala CFI la tarea de 
coadyuvar al es,tablecimiento de industrias de fer­
tilizantes en los palses menos desarrollados, refle­
jando la importancia que aquel concede al incre­
mento de la produccion de alimentos y de la pro­
ductividad agricola en general para el exito de 
todo el proceso de desarrollo, incluso el logro de 
un crecimiento industrial constante. Durante los 
ultimos dos aiios y medio, la Corporacion ha con­
tribuido al financiamiento de fabricas de abonos 
en Brasil, India, Paquistan y Senegal. De los com­
promisos que contrajo durante el ejercicio eco-

8 

nomico de 1967, mas de la mitad se destinaron a 
intensificar la produccion de fertilizantes. 

T a CFI ha realizado recientemente un importante 
L esfuerzo para dotar de mayor flexibilidad a 
sus actividades encaminadas a impulsar el apro­
vechamiento del potencial de desarrollo de sus 
paises miembros. Ha modificado su politica de 
forma que ahora puede contraer compromisos 
para fines de promocion, es decir, para coadyuvar 
al establecimiento de una empresa. Esas activi­
dades de promocion se orientaran bacia proyectos 
que tengan perspectivas razonables de llegar a 
ser adecuados para su financiamiento por la CFI 
con arreglo a sus normas habituales. La Corpora­
cion ha fijado una cifra maxima de $50.000 para 
los costos de promocion de cada proyecto. 

Mayor diversificaci6n 

Con el fin de lograr una mayor diversificacion 
geografica, la CFI realizo durante el pasado ejer­
cicio financiero sus primeras inversiones en tres 
paises: Corea, Mauritania y Nicaragua. Durante 
los ultimos cinco aiios, 1a CFI habia realizado las 
primer as inversiones en otros catorce paises: Costa 
de Marfil, Costa Rica, Etiopia, Filipinas, Hon­
duras, Kenia, Malasia, Marruecos, Nigeria, Sene­
gal, Sudan, Tunez, Turquia y Uganda. 

Las inversiones principales realizadas durante 
el ejercicio pasado por la CFI dieron la vuelta al 
mundo: dos fueron hechas en Africa, otras dos 
en Asia y tres en America Latina. Mas de la 
mitad de los fondos comprometidos durante el 
ejercicio de 1968 se destinaron al Africa, incluida 
la mayor inversion efectuada en la historia de la 
CFI: un compromiso por valor de $20 mill ones 
en favor de la Societe Miniere de Mauritanie 
(SOMIMA) para la explotacion de yacimientos 
de cobre en el desierto de Sahara. De esta manera 
prosiguio la diversificacion geografica del afio 
precedente, en que mas de la mitad de los fondos 

9 

I 

I 

I! 

I 
I 



I 

I! 

· .. / SPANISH 
·-

IFC RECRUITS CAPITAL FOR DEVELOPMENT reprinted from Columbia Journal of World Business 

comprometidos por la CFI fueron para paises de 
Asia y el Oriente Medio. AI finalizar el ejercicio 
de 1968, y al cabo de los 12 afios de actividades 
de la Corporacion, sus compromisos en Asia y el 
Oriente Medio alcanzaron un total de $65,4 mi­
llones, es decir, el 24 por ciento del total acumu­
lado de sus inversiones; los de Africa sumaron 
$59,2 millones (22 por ciento); y los de America 
Latina, $129,2 millones (48 por ciento). El 6 
por ciento restante represento inversiones en 
Europa y Australia. 

El monto promedio de los compromisos prin­
cipales de la CFI ( cualquier inversion superior a 
$500.000 en una empresa constituye un compro­
miso "principal") ha ido en aumento. En el ejer­
cicio de 1967, dicho promedio fue de $5,4 mi­
llones, un aumento sustancial con respecto al de 
$2,3 millones registrado el ejercicio precedente, y 
durante el de 1968 se elevo a $7,1 millones. 

N o hay ningun otro elemento que sea tan im­
portante para el exito de una inversion como 

una buena administracion. Por consiguiente, las 
inversiones de la CFI siempre se hacen en forma 
de operaciones conjuntas. Con ello se trata de 
lograr la participacion de inversionistas y empre­
sarios locales, as! como de patrocinadores tecnicos 
de los pafses desarrollados, que -tambien esten dis­
puestos a prestar apoyo financiero a los proyectos. 

En los casos que requieren la aplicacion de una 
tecnologfa nueva o avanzada, es probable que 
gran parte del exito dependa de los socios tecni­
cos. En Malasia, la CFI ayudo a completar el 
financiamiento necesario para establecer una 
acerfa cuya capacidad y tipo de produccion corres­
ponden a las necesidades de un mercado relativa­
mente pequefio, y cuyos metodos de producci6n 
aprovechan materias primas de que dispone el 
pals, incluso la madera de arboles de caucho para 
la produccion de carbon vegetal. El principal 
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socio tecnico del proyecto es la Yawata Iron and 
Steel Company Limited, la mayor empresa side­
rurgica del J apon. 

En marzo de 1968 se realizo una inversion con 
una nueva modalidad de asociacion: por vez pri­
mera un proyecto de Centro'america, respaldado 
por la CFI, conto con un patrocinador tecnico 
latinoamericano. En esa ocasion, la firma nicara­
gtiense Textiles Fabricato de Nicaragua S. A. 
(Fabritex) obtuvo el patrocinio tecnico de la em­
presa colombiana Fabrica de Hilados y Tejidos 
del Hato, S. A. (Fabricato). 

T a participacion en una empresa conjunta de ele­
L mentos locales y extranjeros, experimentados 
y neofitos, as! como de inversionistas financieros e 
industriales, gubernamentales o intergubernamen­
tales, nacionales e internacionales, puede reali­
zarse en muy diversas formas. 

El propio gobierno de un pais en desarrollo 
podrla copatrocinar inicialmente un proyecto. Este 
fue el caso de la Ethiopian Pulp and Paper Share 
Company, la prim era papelera importante insta­
lada en Etiopfa, que fue patrocinada conjunta­
mente por el Gobierno y por la firma Parsons and 
Whittemore, Inc., de Nueva York. Puesto que la 
unica esperanza de obtener un cierto grado de 
participacion nacional en la propiedad de la com­
pafifa radicaba en la garantia de una emision de 
acciones, en noviembre de 1965 la CFI acepto 
actuar como cogarante de una oferta publica a los 
inversionistas privados de Etiopia. 

La firma Papel e Celulose Catarinense, S. A., 
de Brasil, productora de pulpa y papel kraft, esta 
patrocinada por el Grupo Klabin, importante 
consorcio industrial brasilefio. En la India, la 
J ayshree Chemicals Limited, em pres a productora 
de sosa caustica, tiene al Grupo Bangur, promi­
nente organizacion indus-trial del pais, como 
patrocinador tecnico. 
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La Arewa Textiles Limited, de Nigeria, cons­
tituye una interesante modalidad de asociaci6n 
para el patrocinio de una empresa. Los partici­
pantes son la Overseas Spinning Investment Com­
pany Limited, que representa a una consorcio de 
nueve importantes firmas textiles japonesas, y dos 
instituciones nigerianas de fomento, la Northern 
Nigeria Development Corporation (NNDC) y la 
Northern Nigeria Investments Limited (NNIL). 

Elemento catalizador 
Una de las funciones mas importantes de la 

CFI es la de servir como elemento catalizador 
para atraer capital adicional bacia las empresas 
que financia. Mientras que su participacion en 
estos proyectos ha ascendido a unos $272 mi­
llones, otros inversionistas han aportado mas de 
$1.000 millones para los mismos. Un(l. proporcion 
sustancial de esta corriente de capitales de los 
paises mas ricos a los menos prosperos no se 
habr1a registrado sin la intervencion de la CFI. 

Durante el pasado ejercicio, la CFI tomo parte 
en grupos inversionistas de excepcional amplitud, 
que financiaron una empresa minera de cobre en 
Mauritania, un banco de fomento en Corea, y una 
fabrica de tejidos en Nicaragua. El compromiso 
de $20 millones contraido por la CFI en favor de 
la Societe Miniere de Mauritanie, con destino a un 
proyecto por valor de $60 millones para la ex­
plotacion de yacimientos de cobre en el desierto 
de Sahara, constituye la mayor inversion que ha 
efectuado basta ahora. En dicho proyecto ha 
participado el grupo de inversionistas mas nu­
meroso que se ha asociado a una transaccion de la 
CFI. El grupo esta integrado por patrocinadores 
del Reino Unido y de Francia; el Banco Europeo 
de Inversiones, el organo inversionista de la 
Comunidad Economica Europea; bancos privados 
europeos; y el Gobierno de Mauritania. En el par­
ticipan inversionistas gubernamentales ( el Go­
bierno de Mauritania y el Bureau de Recherches 
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Geologiques et Minieres, organismo del Gobierno 
de Francia) e intergubernamentales (la CFI y el 
Banco Europeo de Inversiones-BEI); los sec­
tares privado (Charter Consolidated y tres com­
pafiias privadas frances as) y publico ( el Gobierno 
de Mauritania y la compafiia francesa financiada 
con fondos publicos); e intereses financieros e in­
dustriales (la CFI, el BEl, Charter y su subsi­
diaria, e instituciones de inversion de los Estados 
Unidos, Europa y el Oriente Medio). 

Venta de inversiones 
Ademas de contribuir a movilizar capitales, la 

CFI actua, de hecho, como administradora de 
capitales privados. Siempre que considera opor­
tuno hacerlo, vende sus inversiones a compradores 
privados. En los paises donde todavfa no esta 
arraigado el habito de realizar inversiones indus­
triales, la CFI reserva parte de sus acciones para 
venderlas posteriormente a los compradores na­
cionales que puedan surgir una vez que una nueva 
empresa haya comenzado a dar resultados tangi­
bles. La CFI vende porciones de sus inversiones a 
instituciones que se dedican a realizar transac­
ciones internacionales. De los compromisos brutos 
que la Corporacion ha contrafdo por valor de 
$271,8 millones, aproximadamente $53,7 mi­
Hones han sido vendidos a otros inversionistas. 

El inversionista puede adquirir una porcion de 
todo el compromiso de la CFI, con igual partici­
pacion porcentual en la parte correspondiente a 
capital social, y a cada uno de los vencimientos 
del prestamo. 0 puede preferir comprar sola­
mente los vencimientos mas proximos de la par­
cion en prestamo del compromiso. En los casos en 
que un inversionista participa en la inversion 
desde el primer momenta, la Corporacion esta 
dispuesta a ofrecerle condiciones identicas a las 
que ella misma ha obtenido. Pero cuando un in­
versionista desea adquirir valores ya mas acredi-
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tados de la cartera de la CFI, es posible que esta 
cobre una prima. 

El hecho de que unas 40 instituciones finan­
cieras hayan adquirido porciones de compromisos 
de la CFI en mas de una ocasion-algunas de 
elias en muchas-puede considerarse como una 
demostracion de confianza en la evaluacion por 
parte de la Corporacion de los riesgos de las in­
versiones en los paises en desarrollo. La Kuwait 
Investment Company, el grupo de la Banca Com­
merciale Italiana y el Bank of America, con su 
afiliada la Bamerical International Financial Cor­
poration, han realizado cada uno mas de 10 in­
versiones conjuntamente con la CFI. 

Durante los ultimos 12 afi.os, mas de 80 insti­
tuciones financieras han invertido fondos en 

transacciones de la CFI en 203 ocasiones. En la 
mayor parte de esas inversiones conjuntas partici­
paron bancos privados y sociedades de inversion 
bien conocidos de Norteamerica y Europa. Pero 
casi una quinta parte fueron realizadas por insti­
tuciones de otras regiones, incluso el Oriente Me­
dio. i.Por que compran porciones de los com­
promisos de la CFI estos inversionistas? Una de 
las razones es que producen un buen rendimiento. 
La rentabilidad anual media de las 27 inversiones 
liquidadas hasta ahora por la Corporacion ha sido 
de 11,42 por ciento. 

No cabe dud a de que el his to rial en materia de 
rendimiento influyo sobre las decisiones de 
muchos de esos inversionistas, pero otros han sido 
atrafdos por los beneficios colaterales, tanto reales 
como posibles. Los bancos que desean entablar 
relaciones comerciales con empresas nuevas en el 
extranjero o introducirse en paises donde no reali­
zan operaciones constituyen un ejemplo de este 
ultimo punto. 
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El problema mas comun de un pais en desa­
rrollo es la escasez de capital. Sin embargo, no es 
realmente la falta de capital en si lo que impide el 
desarrollo, sino mas bien la ausencia de capital 
disponible para el financiamiento de nuevas em­
presas comerciales. El elemento mas necesario es 
un mercado de capital que permita encauzar el 
ahorro hacia la inversion. En consecuencia, el 
desarrollo de un mercado de capital, aunque sea 
en forma rudimentaria, es uno de los principales 
objetivos de las actividades de inversion de la 
CFI. 

S u facultad para realizar inversiones en capital 
social y garantizar nuevas emisiones de ac­

ciones de capital, le permite a la CFI coadyuvar 
al fortalecimiento de los mercados de capital del 
mundo en desarrollo. De los $34,1 mill ones com­
prometidos por la Corporacion en operaciones de 
garantia de compra y de garantia de emisiones 
publicas o privadas durante el ejercicio de 1968, 
alrededor de $25 millones fueron tornados por 
subgarantes, a traves de sindicatos formados por 
la CFI o por otras instituciones e inversionistas 
individuales. 

Como ejemplo cabe citar el respaldo propor­
cionado por la CFI a la mayor empresa produc­
tora de acero de Mexico, la Cia. Fundidora de 
Fierro y Acero de Monterrey, S.A. (Fundidora). 
La empresa, que se establecio en 1900, fabrica 
una extensa variedad de calidades de acero para 
la industria, la construccion, la mineria, los fe­
rrocarriles y la agricultura. En marzo de 1968, la 
CFI realizo su mayor operacion de esa indole, al 
garantizar la venta de la mitad de una nueva 
emision de acciones de Fundidora por valor de 
S 14 mill ones. Esa fue la cuarta oportunidad en 
que la CFI garantizo una proporcion considerable 
de una nueva emision de Fundidora. Desde 1962, 
la CFI ha contraido compromisos de garantia 
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de emisi6n por valor de aproximadamente $22 mi­
llones, de un total de $44 millones. Un hecho im­
portante para el desarrollo del mercado mexicano 
de capital fue que en las cuatro ocasiones una 
firma mexicana-Credito Bursatil-garantiz6 la 
parte de la emisi6n no amparada por el com­
promiso de la CFI. Por consiguiente, la actuaci6n 
de la Corporaci6n fue significativa en los siguien­
tes aspectos: (a) la prestaci6n de ayuda a una 
empresa mexicana pr6spera, pero que tropez6 con 
dificultades para obtener fondos para fines de ex­
pansion, en relaci6n con el financiamiente de un 
aumento de su capacidad de producci6n de acero, 
de 300.000 toneladas de lingotes en 1962 a 
8 00.000 en 19 6 8; (b) la canalizaci6n bacia inver­
sionistas nacionales de acciones mexicanas de alta 
calidad por valor de unos $44 millones, lo que 
constituy6 un aumento significativo del numero 
de acciones acreditadas que se cotizcili en el pais; 
y (c) la consolidaci6n de una firma mexican a de 
inversiones como instrumento para encauzar el 
ahorro nacional bacia el mercado, para su inver­
sion en empresas del pais. 

La participaci6n local 
En muchas ocasiones, paralelamente con las 

inversiones de la CFI se hacen ofertas de acciones 
en el pais en que esta emplazado el proyecto. Por 
ejemplo, en Paquistan, la Crescent Jute Products 
Limited obtuvo financiamento adicional a traves 
de una emisi6n de acciones ofrecida a inversio­
nistas privados del pais, garantizada por sus pa­
trocinadores conjuntos, el grupo Amin-Bashir. 
Asimismo, la Indian Explosives Limited gestion6 
la garantia de una oferta de acciones al publico 
de la India para atender el financiamiento de su 
planta de fertilizantes. En relaci6n con varios 
proyectos financiados por la CFI en America 
Latina, tambien se han realizado ofertas de ac­
ciones en los respectivos paises. 

La labor de las sociedades de financiamiento 
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del desarrollo, que igualmente procuran impulsar 
el desarrollo de los mercados nacionales de capital 
y una distribuci6n mas amplia de la propiedad de 
las empresas, constituye un complemento impor­
tante de las actividades de la CFI en el campo de 
las acciones de capital. 

Desde 1962 ha correspondido a la CFI el ta­
mar la iniciativa, dentro del Grupo del Banco 
Mundial, en relaci6n con la consideraci6n de 
propuestas encaminadas a la creaci6n de socie­
dades de financiamiento del desarrollo o a la 
prestaci6n de asistencia tecnica y financiera a las 
ya existentes. Estas sociedades realizan en sus 
respectivos paises la labor que la CFI desempefia 
a nivel internacional: coadyuvar al fortalecimiento 
del sector comercial de un pais en desarrollo. Los 
instrumentos principales de que disponen para 
esta labor son capital, personal directivo con ex­
periencia en problemas relativos al fomento 
industrial y el financiamiento, y contactos con 
instituciones radicadas en el extranjero que pueden 
proporcionar asistencia financiera y tecnica adi­
cional. La CFI aporta capital en acciones, ele­
mento que escasea y que estas sociedades necesitan 
tanto como base para obtener fondos en prestamo 
como para hacer inversiones en capital social. La 
CFI tambien ayuda a estas sociedades a conseguir 
la participaci6n de inversionistas privados extran­
jeros en su capital en acciones. 

T a Corporaci6n ha colaborado en la creaci6n de 
L 1 8 sociedades de financiamiento del desa­
rrollo. La ultima vez que rea1iz6 una operaci6n de 
esa indole fue en febrero de 1968, en que ayud6 
a reunir un grupo de inversionistas de excepcional 
amplitud que aport6 522,5 millones a la Korea 
Development Finance Corporation, la primera 
instituci6n privada creada en Corea para suminis­
trar fondos a largo plazo para fines industriales. 
Nueve bancos privados radicados fuera del pais 
participaron en la operaci6n. 
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En el caso de la Private Development Corpora­
tion of the Philippines (PDCP) por primera vez 
tuvo Iugar el ciclo completo en una inversion de la 
CFI en una sociedad de financiamiento del desa­
rrollo. La Corporacion aporto parte de los fondos 
necesarios para su creacion a comienzos de 1963, 
despues le proporciono orientacion durante su 
periodo inicial de operaciones y, cuando la 
·sociedad llego a la etapa en que su presencia ya 
no era necesaria, vendio su inversion en 1967, 
pudiendo entonces utilizar esos fondos para otros 
fines. Asimismo, la CFI ayudo a la PDCP a 
obtener mas capital internacional. Aproximada­
mente el 30 por ciento de sus acciones fue 
adquirido por 18 bancos e instituciones financieras 
de Estados Unidos, Gran Bretafia, Alemania, Hong 
Kong y J apon. 

La creacion de la PDCP contribuy6 a acelerar 
el ritmo del desarrollo industrial de Filipinas: ha 
efectuado inversiones en transportes, energia 
electrica, articulos alimenticios, tejidos, la indus­
tria maderera y del corcho, artes graficas y 
empresas editoriales, productos quimicos, produc­
tos de arcilla y piedra, productos basicos de metal, 
maquinaria, equipo electrico y mineria. La PDCP 
ha participado tambien en cuatro compromisos de 
garantfa de emision, ayudando a promover el 
desarrollo del mercado de capital de Filipinas. 

E 1 suministro de financiamiento-en forma de 
capital en acciones y de prestamos a plazas 

mediano y largo-constituye la labor fundamental 
de las soeiedades de financiamiento del desarrollo. 
Varias de ellas realizan operaciones de mayor 
alcance y contribuyen al desarrollo de los mer­
cados de capital mediante operaciones de garantia 
de emision, con el objeto de lograr la mayor 
movilizacion posible de capital, tanto en el pais 
como en el extranjero. En Venezuela, por 
ejemplo, la C.A. Venezolana de Desarrollo 
( Cavendes) llevo a cabo una labor innovadora al 
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realizar operaciones de garantia de emision en 
relacion con valores industriales. En febrero de 
1966, la CFI participo en un sindicato organizado 
por Cavendes para garantizar una oferta publica 
de acciones de una importante fabrica de envases 
metalicos para las industrias del petroleo, produc­
tos quimicos y articulos alimenticios. Una propor­
cion sustancial de dicha emision fue adquirida por 
inversionistas venezolanos durante el periodo de 
suscripcion. En muchos paises en desarrollo se 
esta formando una clase media, dispuesta a 
invertir sus ahorros en em pres as nacionales. No 
cabe duda de que en los afios venideros sera 
mayor el numero de sociedades de financiamiento 
del desarrollo que trataran de obtener la participa­
cion del publico en la propiedad de las industrias. 

Las sociedades de financiamiento del desarrollo 
constituyen una creciente red mundial de institu­
ciones, que se comunican entre si y con la CFI, 
identifican los campos de inversion prometedores, 
pueden obtener apoyo financiero y tecnico a nivel 
internacional para empresas locales demasiado 
pequefias para atraer por si mismas capital y 
tecnologia extranjeros, y estimulan el desarrollo 
de los mercados nacionales de capital. 

E s pr~bable que en l?s. proximos afios se acelere 
el ntmo de las act1v1dades de la CFI. Gracias 

a que dispone de los fondos de la linea de credito 
del Banco Mundial, la Corporacion esta en 
condiciones de distribuir su capital y reservas 
actuales, en forma flexible, entre operaciones cre­
diticias e inversiones en capital social, y puede 
invertir en un numero mayor de proyectos y 
contraer compromisos individuales de mayor 
cuantia. En casas adecuados, la CFI podra 
financiar empresas mediante prestamos a interes 
fijo, que no conlleven una participacion en el 
capital social u otras disposiciones especiales. Los 
fondos de la citada linea de credito le permitiran 
contar con un campo de accion mas grande para 
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sus operaciones, al disponer de monedas distintas 
del dolar. En conjunto, este incremento de sus 
recursos y esa mas amplia flexibilidad permitiran 
a la Corporacion considerar el financiamiento de 
una mayor variedad de proyectos y realizar 
inversiones de fomento en mas ramas del sector 
privado y en un numero creciente de pafses. 

Oportunidades en materia de agricomercio 

Un sector en que hay buenas perspectivas 
futuras para inversiones organizadas por la CFI 
es el del "agricomercio". Debido al rapido ritmo 
de crecimiento demografico de los pafses en des­
arrollo, que continua amenazando con dejar a la 
zaga al suministro de alimentos, y a que la impor­
tancia de una base agricola eficiente para el 
fomento industrial se esta reflejando cada vez en 
mayor medida en los planes de desf\rrollo, va en 
aumento la demanda de mas y mejores insumos 
agricolas. Por esta razon, reviste gran importancia 
incrementar la disponibilidad de abonos en los 
pafses en desarrollo. En el Brasil, la Corporacion 
se asocio con inversionistas estadounidenses y 
brasileiios para financiar la construccion de insta­
laciones para la fabricacion y distribucion de 
abonos nitrogenados, que seran unas de las 
mayores de America Latina. En la India, se ha 
iniciado la construccion de una fabrica de abonos 
patrocinada por la Imperial Chemical Industries 
Limited, cuyo costo ascendera al equivalente de 
$82,5 millones. Inversionistas de la India, el 
Japon y el Reino Unido participaron en esta 
empresa conjuntamente con la CFI. En Senegal, 
inversionistas europeos y senegaleses, en cola­
boracion con la CFI, han financiado la primera 
fabrica de abonos de Africa Occidental. A 
comienzos de julio de 1968, la Corporacion 
realizo su primera inversion en un proyecto de 
abonos en Paquistan al proporcionar financia­
miento, conjuntamente con el Banco Mundial, 
para el establecimiento, cerca de Lahore, de una 
fabrica de fertilizantes a base de urea, con capa-
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cidad para 345.000 toneladas de produccion. 

Con miras al futuro, la CFI realizo hace poco 
tiem po un es tudio de las necesidades de a bonos 
de la India, primordialmente para determinar las 
necesidades de divisas del pais para atender la 
importacion de abonos, en relacion con un 
programa de mejoramiento agricola. El informe 
de la Corporacion, preparado por el recientemente 
designado Asistente Especial del Vicepresidente 
Ejecutivo de la CFI en materia de produccion de 
abonos, fue presentado ante una reunion del Con­
sorcio de gobiernos e instituciones interesados 
en coadyuvar al desarrollo de 1a India, que se 
celebro en mayo de 1968 bajo la presidencia del 
Banco Mundial. 

En la agricultura, para lograr un nivel optimo 
de produccion es preciso que haya equilibria entre 
todos los insumos. Ademas de una mayor aplica­
ci6n de abonos deben mejorarse el equipo de cul­
tivo y recoleccion, las instalaciones de almacena­
miento, el control de insectos y enfermedades de 
las plantas, la calidad de las semillas y las varie­
dades de cultivos. Es razonable prever que en los 
afios venideros la CFI participara en proyectos de 
"agricomercio" encaminados a proporcionar al 
sector agricola de los paises en desarrollo no solo 
abonos, sino tambien mejores semillas, insecti­
cidas, medicamentos de uso veterinario y equipo 
agrfcola. La CFI ya ha proporcionado financia­
miento para proyectos de elaboracion y almacena­
miento de productos alimenticios, y probablemente 
participara en mas proyectos de esta indole en el 
futuro . 

La Corporacion continuara hacienda hincapie 
en cuestiones relacionadas con el crecimiento in­
dustrial , pero tambien prestara atencion creciente 
a los servicios que mas contribuyan a promover 
el desarrollo. 
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T a decision de la CFI de intervenir mas activa­
L mente en la promocion de nuevas empresas 
se ha adoptado tomando en cuenta el hecho de 
que la falta de financiamiento es solamente uno 
de los obstaculos importantes que se oponen a la 
industrializacion de los paises en desarrollo. Entre 
otros, cabe citar la disparidad tecnologica exis­
tente entre estos paises y los mas industrializados, 
la inexperiencia de los empresarios locales en 
relacion con los metodos administrativos moder­
nos, y la forma vacilante en que con frecuencia 
actuan los inversionistas locales con respecto a las 
nuevas oportunidades de inversion que se les 
presentan. 

La promocion constituye una actividad impor­
tante, yen los paises en desarrollo son muy pocos 
los empresarios privados que pueden desempeiiar­
la de manera adecuada. Su decision de intensificar 
su actuacion en esa esfera, le proporcionara a la 
CFI mas oportunidades de asociarse con otros 
inversionistas interesados en promover un mayor 
desarrollo. 

Todo parece indicar que el proceso del desarro­
llo ha llegado a una etapa en que la inversion 
privada no solamente es conveniente, sino tambien 
necesaria. La CFI esta preparada para desem­
peiiar el papel que le corresponde. 
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P AISES MIEMBROS 

Afganistan 
Alemania 
Arabia Saudita 
Argentina 
Australia 
Austria 
Belgica 
Birmania 
Bolivia 
Brasil 
Canada 
Ceil an 
Colombia 
Corea 
Costa de Marfil 
Costa Rica 
Chile 
China 
Chi pre 
Dinamarca 
Ecuador 
El Salvador 
Espana 
Estados Unidos 
Etiopia 
Filipinas 
Finlandia 
Francia 
Ghana 
Grecia 
Guatemala 
Guyana 
Haiti 
Honduras 
India 
Indonesia 
Irak 
Iran 
Irlanda 
Islandia 
Israel 
Italia 
Jamaica 
Jap6n 
Jordania 
Kenia 

Kuwait 
Lib a no 
Liberia 
Libia 
Luxemburgo 
Mal asia 
Malawi 
Marruecos 
Mauricio 
Mauritania 
Mexico 
Nepal 
Nicaragua 
Nigeria 
Noruega 
Nueva Zelandia 
Paises Bajos 
Panama 
Paquistan 
Paraguay 
Peru 
Portugal 
Reino Unido 
Republica Arabe Siria 
Republica Arabe Unida 
Republica Dominicana 
Republica Malgache 
Senegal 
Sierra Leona 
Singapur 
Somalia 
Sudafrica 
Sudan 
Suecia 
Tailandia 
Tanzania 
Togo 
Tunez 
Turquia 
Uganda 
Uruguay 
Venezuela 
Viet-Nam 
Yugoslavia 
Zambia 
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S. J agannathan M. R. Shroff 
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ELEGIDOS 

Reignson C. Chen C. L. Chow 
(China) (China) 

Patrick M. Reid A. Roy MacMillan 
(Canada) (Canada) 

S. Osman Ali Abdol Ali Jahanshahi 
(Paquistan) (Iran) 

John 0. Stone A.M. Young 
(Australia) (Nueva Zelandia) 

Hideo Suzuki H. Jinadasa 
(Jap6n) Samarakkody 

(Cei/an) . 
Giorgio Rota Juan Moro 
(ltalia) (Espana) 

Pieter Lieftinck Vladimir Ceric 
(Paises Bajos) (Yugosla via) 

Andre van Campenhout Friedrich T . Krieger 
(Belgica) (Austria) 

Christopher Kahangi Donatien Bihute 
(Tan zania) (Burundi) 

Erik L. Karlsson Erik Hauge 
(Suecia) (Dinamarca) 

Abderrahman Tazi Mohammed Y ounos 
(Marruecos) Rafik 

(Afganistan) 

Luis Machado Arnoldo Ramfrez-Eva 
(Cuba) (Nicaragua) 

Angel R. Caram Abelardo Brugada 
(Argentina) Saldivar 

(Paraguay) 

Virgilio Barco Jose Camacho 
(Colombia) (Colombia) 

Mohamed Nassim Michel Bako 
Kochman (Chad) 

(Mauritania) 

FUNCIONARIOS PRINCIPALES 

RobertS. McNamara 
Martin M. Rosen 
James S. Raj 
R. B. J. Richards 
Eugene H. Rotberg 
M. M. Mendels 

P AISES QUE REPRESENTAN 

Estados Unidos 
Reino Unido 
Francia 
India 
Alemania 

Corea, China, Viet-Nam 

Canada, Guyana, Irlanda, Jamaica 

Arabia Saudita, Irak, Iran, J ordania, Kuwait, 
Libano, Paquistan, Republica Arabe Siria, 
Republica Arabe Unida 

Australia, Nueva Zelandia, Sudafrica 

Birmania, Ceilan, Jap6n, Nepal, Singapur, 
Tailandia 

Espana, Grecia, Italia, Portugal 

Chipre, Israel, Pafses Bajos, Yugoslavia 

Austria, Belgica, Luxemburgo, Turqufa 

Etiopfa, Kenia, Liberia, Malawi, Nigeria, Sierra 
Leona, Sudan, Tanzania, Uganda, Zambia 

Dinamarca, Finlandia, Islandia, Noruega, Suecia 

Afganistan, Ghana, Indonesia, Libia, Malasia, 
Marruecos 

Costa Rica, El Salvador, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, Panama, Peru, 
Venezuela 

Argentina, Bolivia, Chile, Paraguay, Uruguay 

Brasil, Colombia, Ecuador, Filipinas, 
Republica Dominicana 

Costa de Marfil , Mauricio, Mauritania, Republica 
Malgache, Senegal, Somalia, Togo 

Presidente 
Vicepresidente Ejecutivo 
Vicepresidente 
Consejero Jurfdico General 
Tesorero 
Secretario 
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Afghanistan 
Argentina 
Australia 
Austria 
Belgium 
Bolivia 
Brazil 
Burma 
Canada 
Ceylon 
Chile 
China 
Colombia 
Costa Rica 
Cyprus 
Denmark 
Dominican Republic 
Ecuador 
El Salvador 
Ethiopia 
Finland 
France 
Germany 
Ghana 
Greece 
Guatemala 
Guyana 
Haiti 
Honduras 
Iceland 

India 
Indonesia 
Iran 
Iraq 
Ireland 
Israel 
Italy 
Ivory Coast 
Jamaica 
Japan 
Jordan 
Kenya 
Korea 
Kuwait 
Lebanon 
Liberia 
Libya 
Luxembourg 
Malagasy Republic 
Malawi 
Malaysia 
Mauritania 
Mauritius 
Mexico 
Morocco 
Nepal 
Netherlands 
New Zealand 
Nicaragua 
Nigeria 
Norway 

The enclosed article, "/FC Recruits Capital for Development," 
is reprinted in its entirety from the November-December, 1968, 
issue of the bi-monthly publication of the Graduate School 
of Business, Columbia University, the Columbia Journal of 
World Business. 

Pakistan 
Panama 
Paraguay 
Peru 
Philippines 
Portugal 
Saudi Arabia 
Senegal 
Sierra Leone 
Singapore 
Somalia 
South Africa 
Spain 
Sudan 
Sweden 
Syrian Arab Republic 
Tanzania 
Thailand 
Togo 
Tunisia 
Turkey 
Uganda 
United Arab Republic 
United Kingdom 
United States 
Uruguay 
Venezuela 
Viet-Nam 
Yugoslavia 
Zambia 
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To provide risk capital for private enterprise; 

To encourage local capital markets; 

To stimulate the international flow of equity capital­

That is the mission of the IFC 
) 

IFC Recruits 

Capital for Development 

MARTIN M. ROSEN 

AT A TIME when the world's development leaders 

are rethinking and reformulating techniques to speed 

the process of economic growth in the less developed 

countries, there are increasing reasons for a rise in 

the flow of skills and capital from the private sector 

of the highly industrialized countries to the less in­

dustrialized nations. This is the basic ingredient in 

a new development strategy. 

It is also an extension of what has been going on 

for some time. The economic expansion achieved in 

recent years by a number of developing countries, 

particularly in their industrial sectors, is due in sub­

stantial measure to direct investment of foreign pri­

vate capital. Precise measurement of cause and effect 

is not possible, but private investment has been a 

major factor-along with the key role given to in-

dustrialization in most national development plans­

in the 7% average annual increase in manufacturing 

output achieved by the developing countries in the 

past decade. 

While private flows have been volatile, they have 

constituted an important part of the total flow of re­

sources to the developing world. In 1967, direct and 

portfolio investment of foreign private capital in 

these countries amounted to over $2,600 million. This 

was 23% of the $11.4 billion net total of financial and 

technical resources-both public aid and private 

capital-provided to the developing countries by 

members of the Development Assistance Committee 

of the Organization for Economic Cooperation and 

Development (Australia, Austria, Belgium, Canada, 

Denmark, France, Germany, Italy, Japan, the Nether-
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lands, Norway, Portugal, Sweden, Switzerland, the 
United Kingdom, the United States, and the Com­

mission of the European Communities). From 1960 
through 1967, net private capital flow to the develop­
ing countries (private investment and lending, to­

gether with private export credits) increased from 
$3,182 million to $4,390 million a year, while publicly 
provided assistance rose from $4,930 million to almost 
$7,000 million. 

In many countries the stage has been set for a 
larger future role by private enterprise in economic 

development. Improved and expanded infrastructure, 
built up over the past two decades with public funds, 

now provides increased electric power, extended ir­
rigation systems, modernized communications, large 

transportation networks, improved harbors. These 
facilities, together with improvements in education 

and health, provide-the increased energy and bet~er 
communications, transportation and upgraded labor 
forces that must underlie expansion of the production 
of goods and services. 

Thus, the current call for more involvement of pri­
vate enterprise in the -development task is not simply 
a cri d' alarme intended to rush private investors in 

where public investment is falling to low levels-as 
it is in so many places. It stems also from reasons 

that the private investor may find more germane to 
his considerations. The call for increased private in­
vestment in the developing countries is a sign of the 
times, signalling the fact that development has en­
tered a stage in which (a) there is increased oppor­
tunity for private investment to take place in the 
developing countries due to the presence of enlarged 
and improved underlying facilities in many places, 
but (b) these underlying, infrastructural facilities 

Vigorous exponent of private enterprise participation in 
the development process, MARTIN M. ROSEN has been 
Executive Vice President of the International Finance 
Corporation since 1961. He ;oined the staff of the World 
Bank shortly after World War II, and was the Bank's 
Director of the Department of Operation--Far East prior 
to his appointment in IFC. During 1948, he took leave 
from the Bank to serve as consultant in the European 
office of the United States Economic Cooperation Admin­
istration. 
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can for the most part be put to productive use only 

through private investment in the production of goods 
and services. 

This is not to say that the infrastructural work is 
finished or even that it is anywhere near completion. 

Far from if-such work is never done. Even the most 

highly developed industrial countries, such as Japan, 
the United States and the countries of Western 

Europe, are still busy adding to, renewing and im­

proving their basic facilities, so as to make possible 
even higher development. Infrastructure develop­

ment rarely brings us to a point in a country where 
no further infrastructure is needed; rather, infrastruc­
ture work brings us to the point where further de­
velopment and real changes in living standards 

(which is the reason for development work) become 
both necessary and viable through private invest­

ment. 

Private Sector in Development 

There are other economic forces favoring expanded 
participation of the private sector in the development 
process. For one, in many developing nations the 
need to provide a rapidly growing population with 
essential services and facilities has drawn heavily 
upon public funds and personnel. The governments 
concerned can ill afford to use limited resources for 
activities that private investment can finance. 

For another, where once the United States could 

produce for itself and for the developing nations over 
the whole range of their needs, many nations can now 
do so. Consequently, more and more businessmen 
from many countries can now offer capital, machines 
and know-how to Africa, Asia and Latin America. 
Untapped raw materials and abundant labor eager 
to acquire modern skills offer additional incentives 
to such investment. Further, private investment in 
productive enterprises in the developing countries 
corresponds to the desire of many of those countries 

to save foreign exchange by producing at home what 

they have been buying abroad. 
These factors have brought into sharper focus the 

strategic position of the International Finance Corpo-
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ration ( IFC) as an investor on its ·own and as a 

recruiter of the capital of others for investment in the 

developing countries. Established in 1956 as an affili­
ate of the International Bank for Reconstruction and 

Development (World Bank), IFC is without parallel 

or precedent among intergovernmental organizations 
in that it operates for the sole purpose of assisting the 
international spread of private enterprise. The invest­

ment activities of IFC complement the lending activi­
ties of the World Bank; unlike the Bank, however, 

the Corporation makes loans to private borrowers 
without government guarantee, and it can provide 

capital in any form, including equity capital. The 
World Bank and its other affiliate, the International 

Development Association, are limited to lending. 
IFC's authorized share capital is $110 million, of 

which $102,386,000 has been subscribed by 90 mem­
ber countries. The resources available to IFC for use 
in its operations have been augmented by earnings; 
revolvement of funds through repayments; sales to 
others of IFC investments; and the availability to it 
of a line of credit from the World Bank of $100 
million (out of approximately $400 million which IFC 
is authorized to borrow) for relending to private 
enterprises. These resources amounted to $340 million 
at the end of Fiscal 1968, on a cumulative basis. 

The Mission 

IFC' s charter gives it three main assignments: to 
provide risk capital for productive private enterprises, 
in association with private investors and manage­

ment; to encourage the development of local capital 
markets; and to stimulate the international flow of 
capital. 

The Corporation invests in developing member 
countries where sufficient private capital is not avail­
able on reasonable terms. All of its investments are 
made in association with private business, and it does 
not provide more than a portion of the total finance 
required. IFC initial commitments range from $500,-
000 to $20,000,000, except for commitments for pro­

motional costs where the upper limit is $50,000. 
IFC finances specific projects, including the pro-

Malayawata Steel is an IFC-assisted pro;ect and Malay­
sia's first integrated steel facility. 

vision of working capital, and the IFC commitment 
may cover local expenditures as well as foreign ex­
change costs. The Corporation does not engage in 
direct financing of imports or exports. 

By June 30, 1968, the end of its last fiscal year ,1 
IFC had committed nearly $272 million of its own 
funds in 113 private sector enterprises in 39 countries. 
However, this does not provide a full measure of the 
Corporation's impact. In many cases IFC's presence 

has closed the gap in the financing of a project, mak­
ing possible what might otherwise have been im­
possible. Thus, in its first commitment to the tourism 
industry, made in December 1966 to Kenya Hotel 
Properties Limited, the Corporation supplied the 
missing link-loan capital-and reinforced this with 
an equity investment. In the financing of a $94 million 

expansion plan by the Manila Electric Company, the 
leading investor-owned power company in the Philip­
pines, IFC' s commitment ( an $8 million loan and a 
$4 million subscription to shares) was a key supple­
ment to borrowed capital, mainly suppliers' credits, 
from other sources. Sometimes, as in the Corporation's 

investment in a Chilean paper company, Cia. Manu­
facturera de Papeles y Cartones, IFC facilitates a 
company's borrowing from other sources by sub-



ordinating its own loan. Where a company has no 
problem in obtaining loan capital, as was the case of 
Enka de Colombia, S.A., the largest synthetic fiber 
manufacturer in Colombia, the Corporation's equity 

investment filled the gap in the financial program. 
In almost every instance, IFC assists in the determi­

nation of the financial requirements of a project and 
helps the sponsors to arrive at a plan tailored to their 

needs and to the future prospects of the business. 
Since IFC financing is not tied to the purchase of 

specific equipment or to purchases in a particular 
country, the Corporation is in a position to take an 

objective view of the engineering features of the 
project, and it can therefore advise upon the sound­

ness of the technical concept of a project as the basis 
for a realistic financial plan. 

It is worth emphasizing that the use of IFC funds 
is a far more complex matter than in the case of a 
private investment house or a merchant banker. IFC 
has developmental as well as investment responsibili­
ties. In considering an investment proposal, the Cor­
poration has to decide whether the project will yield 

adequate public as well as private profits. Each IFC 
investment must promise a reasonable dollar-and­
cents return to the capital put into it by the Corpo­
ration and by the private investors engaged in it. 
Each must also hold out the prospect of profits to the 
host country, in terms of higher national and per 
capita income. 

Criteria 

Finding investments that satisfy both requirements 
at the same time can be difficult. In addition, there 
are the operational problems brought about by doing 
business in many different countries, with varying 
customs, languages, laws and conditions, and the 
complications involved in applying IFC' s investment 
criteria to widely different situations. 

At the outset, in the mid-1950's, IFC engaged pri­
marily in the financing of private mining and manu­
facturing enterprises and in support of development 

finance companies. But the Corporation has been 
diversifying. 
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Reflecting the view of the World Bank Group that 
increasing food production and improving agricul­
tural productivity generally is critical to the success 
of over-all development, including continued indus­

trial growth, IFC has been given the lead by the Bank 
Group in helping to build up fertilizer industries in 

the less developed countries. Over the past two and 
a half years the Corporation has helped finance fer­

tilizer plants in Brazil, India, Pakistan and Senegal. 
In Fiscal 1967, more than half of its commitments 

were for the increase of fertilizer output. 
A recent and significant new effort has been made 

by IFC to gain flexibility in its response to the de­
velopmental potentials of its member countries. A 

policy change now permits the Corporation to commit 
funds for promotional purposes, that is, for the pur­

poses of helping to bring an enterprise into being. 
The projects which IFC seeks to promote are those 

which have a reasonable prospect of eventually being 
suitable for financing by the Corporation in accor­
dance with established criteria. The Corporation has 

set a maximum of $50,000 in promotional costs for a 
single project. 

More Diversification 

As a step toward diversifying geographically, dur­
ing the last fiscal year IFC made initial investments 
in three countries-Korea, Mauritania and Nicaragua. 
During the past five years IFC has made first invest­
ments in 14 other countries: Costa Rica, Ethiopia, 
Honduras, Ivory Coast, Kenya, Malaysia, Morocco, 
Nigeria, the Philippines, Senegal, Sudan, Tunisia, 
Turkey and Uganda. 

Major investments in the last fiscal year circled the 
globe: two were in Africa, two in Asia and three in 
Latin America. Over half of the funds committed in 
Fiscal 1968 went to Africa, including the largest in­
vestment in IFC history-a $20 million commitmetlt 
to Societe Miniere de Mauritanie ( Somima), for the 

development of copper deposits in the Sahara Desert. 

This continued the geographic diversification of the 
previous year, when over half of the funds committed 
by lFC went to Asia and the Middle East. At the 
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Workers bag fertilizer at the Societe IndustrieUe d'Engrais au Senegal (SIES) plant. IFC 
provided the largest share of the financing. 

end of Fiscal 1968, for the entire 12-year history of 
IFC, commitments in Asia and the Middle East 

totaled $65.4 million, or 24% of IFC's total cumulative 
investments, commitments in Africa totaled $59.2 mil­
lion, or 22%, and commitments in Latin America came 
to $129.2 million, or 48%. The remaining 6% repre­
sented investments in Europe and Australia. 

The IFC has been raising the average size of its 
principal commitments (any investment of more than 
$500,000 in one company is a "principal" commit­
ment). In Fiscal 1967, it was $5.4 million, up from 

$2.3 million the previous year. In Fiscal 1968, the 
average principal commitment rose to $7.1 million. 

No other element of an investment is so critical to 
its ultimate success as good management. Conse­
quently, the joint venture is a staple character of the 
IFC investment. The intent is to bring together local 
capital and management and, from the developed 

countries, technical sponsors who are also willing to 

provide financial support to the projects. 
Where new or advanced technology is involved, a 

large part of the success of the venture is likely to 
depend on the role of the technical partners. In 

Malaysia, IFC helped to complete financing for a 
steel mill scaled in quantity and type of production 
to the needs of a relatively small market, with a tech­
nology geared to the availability within the country 
of basic raw materials, including overage rubber trees 
to be used for making charcoal. The principal tech­
nical partner in the project is Yawata Iron and Steel 
Limited, Japan's largest steel producer. 

There was a new type of "partnership mix" in 

March 1968: for the first time, an IFC-supported 
project in Central America had a technical sponsor 
from Latin America. The Nicaraguan Textiles Fab­
ricato de Nicaragua S.A. ( Fabritex) secured as its 
technical sponsor the Colombian Fabrica de Hilados 
y Tejido del Hato S.A. (Fabricato). 

The joint venture mix of local and foreign, the 
experienced and the neophyte, the :Snancial and the 
industrial, governmental, intergovernmental and na­
tional and international investors takes many forms. 



The government of a developing country might 
itself initially co-sponsor a project. This was the case 
in Ethiopian Pulp and Paper Share Company, the 
first major paper mill in Ethiopia, which was jointly 

sponsored by the Ethiopian Government and Parsons 
and Whittemore, Inc., of New York. The technique 
of underwriting a public share offering provided the 

only hope of obtaining some local participation in 
the ownership of the company. Consequently, in 
November 1965, IFC agreed to co-underwrite a 

public offering of shares to be made to private in­

vestors in Ethiopia. 
In Brazil, Papel e Celulose Catarinense, S.A., a 

producer of kraft pulp and paper, is sponsored by 
the Klabin Group, a leading Brazilian industrial 

group. In India, Jayshree Chemicals Limited, a pro­
ducer of caustic soda, is sponsored by the Bangur 
Group, a leading Indian industrial organization. 

An interesting "mix" is found in the sponsorship of 
Arewa Textiles Limited, in Nigeria. The sponsors are 

the Overseas Spinning Investment Company Limited, 
representing a consortium of nine leading Japanese 
textile firms, and two Nigerian development insti­
tutions, Northern Nigeria Development Corporation 
(NNDC) and Northern Nigeria Investments Limited 

(NNIL). 

A Catalyst 

One of the most important functions of IFC is that 
of serving as a catalyst in helping to bring additional 

financing into the enterprises it has supported. While 
it has participated to the extent of approximately 
$272 million in these projects, other investors have 
brought more than $1,000 million to these same 

projects. A substantial part of this flow of capital 
across the boundaries from the richer to the poorer 
countries would not have taken place without IFC. 

In the past fiscal year IFC participated in invest­
ment groups of exceptional breadth, which financed 
a copper mining venture in Mauritania, a develop­

ment bank in Korea, and a textile producer in Nica­
ragua. IFC' s commitment of $20 million to Societe 

Miniere de Mauritanie, a $60 million project for de-
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velopment of copper deposits in the Sahara Desert, 

is the Corporation's largest investment. The project 
involves participation in the venture of the largest 

investment group ever to associate in an IFC trans­
action. This group includes sponsors from the United 

Kingdom and France; the European Investment 
Bank, which is the investment organ of the European 

Economic Community; European private banks; and 
the Government of Mauritania. It welds together 

governmental (the Government of Mauritania and 
a French Government agency, Bureau de Recherches 

Geologiques et Miniere) and intergovernmental 
( IFC and the European Investment Bank-EIB) in­
vestors; the private (Charter Consolidated and three 

French private companies) and the public (Govern­
ment of Mauritania and the publicly financed French 

company) sectors; and financial and industrial inter­
ests ( IFC, EIB, Charter and its subsidiary, and in­

vestment institutions in Europe, the Middle East and 
the United States). 

Selling Shares 

In addition to its role as a mobilizer of capital, IFC 
acts in effect as a trustee for private capital. It sells 
off its investments to private buyers whenever op­
portune. In countries where the habit of industrial 
investment has not yet taken root, IFC sets aside 
some of its shareholdings for domestic purchasers 
who may appear once a new enterprise has begun 
to produce tangible results. IFC sells portions of its 
investments to institutions whose business it is to 
invest internationally. Of the Corporation's gross 
commitments of $271.8 million, approximately $53.7 
million have been sold to other investors. 

A participant may take over a vertical strip in the 
entire IFC commitment, involving the same percent­
age of the equity and of each of the maturities of the 

loan portion. Alternatively, the participant may prefer 
to acquire only the shorter maturities of the loan 
portion of IFC' s commitment. Where a participant 
joins in the investment at the outset, the Corporation 

is prepared to offer the same terms that it has . itself 
obtained. When an investor wishes to buy more 
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seasoned securities from portfolio, a premium may 

be indicated. 
The fact that some 40 financial institutions have 

bought portions of IFC's commitments more than 
once-some of them many times-can be taken as 
a demonstration of confidence in the Corporation's 

appraisal of investment risks in the less developed 
countries. The Kuwait Investment Company, the 
Banca Commerciale Italiana Group and the Bank of 

America, together with its affiliate the Bamerical In­
ternational Financial Corporation, have each invested 

more than 10 times with IFC. 
In the past 12 years, more than 80 financing con­

cerns have invested in IFC transactions on 203 occa­

sions. Most of the co-investments were by well-known 
European and North American private banks and 
investment companies. But nearly a fifth of these 
participations were made by institutions based else­
where including the Middle East. Why do these in­
vestors take up portions of IFC commitments? One 
reason is that the yield is good. The 27 investments 
so far closed out by the Corporation have yielded an 
average annual return of 11.42%. 

The profit record no doubt influenced the invest­

ment decisions of a large number of participants, but 
other participants have been attracted by actual or 
potential collateral benefits. This is the case particu­
larly with banks looking for business with new com­
panies abroad, or seeking to get into business in a 
country where they have not yet become established. 

The most typical characteristic of a less developed 
country is a lack of capital. But it is not altogether an 
absence of capital that holds down development; it 
is, rather, a lack of capital ready and waiting to be 
used to finance business ventures. What is lacking 
most of all is a capital market, where savings can be 
mustered for investment. Consequently, the develop­
ment of a capital market, even if only in rudimentary 
form, is one of the most important objectives of 
IFC' s investment activities. 

IFC is able to assist in strengthening the capital 
markets of the developing world through its ability 

to make equity investments and to underwrite new 

issues of capital shares. Of the Corporation's commit­
ments of $34.1 million for standby or underwriting 

of public or private securities offerings through Fiscal 
1968, nearly $25 million were taken over by sub­
underwriters, in syndicates formed by IFC or by 
other institutions and individual investors. 

An outstanding example is IFC' s support of 
Mexico's biggest steel maker, Cia. Fundidora de 
Fierro y Acero de Monterrey, S.A. ( Fundidora). 

Founded in 1900, Fundidora manufactures a wide 
variety of steel for use in industry, construction, 

mining, railroads and agriculture. In March 1968, IFC 
undertook its biggest underwriting when it guaran­

teed the sale of half of a $14 million issue of new 
Fundidora stock. It was the fourth occasion that IFC 

had underwritten a large portion of a new Fundidora 
issue. Since its first underwriting of the company's 

shares in 1962, IFC has underwritten almost $22 out 
of a total of $44 million. Significantly for the de­

velopment of the Mexican capital market, on all four 
occasions, a Mexican firm-Credito Bursatil-under­
wrote the part of the issue not guaranteed by IFC. 

Thus, IFC has been instrumental in (a) helping a 
sound Mexican business which faced difficulty in 
raising new capital for expansion, to finance an in­
crease in its steel making capacity-from 300,000 

ingot tons in 1962 to 800,000 ingot tons in 1968; (b) 
getting some $44 million worth of high-grade Mexi­
can stock into the hands of Mexican investors, as a 
significant addition to the inventory of desirable 
equity available for trading in Mexico; and (c) build­
ing up a Mexican investment house as an institution 
through which Mexican savings can be brought to 
market for investment in Mexican businesses. 

Local Participation 

IFC investments are often accompanied by local 
share offerings within the country where the project 

is located. In Pakistan, for example, Crescent Jute 
Products Limited obtained additional financing from 
an issue of shares offered to private investors in 

Pakistan and underwritten by its joint sponsors, the 

Amin-Bashir Group. Similarly, in financing its fer­
tilizer plant, Indian Explosives Limited made ar­
rangements for underwriting an offering of shares 



The IFC helped to finance two programs of moderniza­
tion and expansion in different parts of the world. The 

to the Indian public. Local share offerings have also 

been made in a number of IFC-supported projects 
in Latin America. 

An important supplement to IFC's work in the 
equity field is being made by development finance 
companies, which also seek to develop domestic capi­
tal markets and to broaden the distribution of owner­
ship of enterprise. 

Since 1962, IFC has taken the lead for the World 
Bank Group in considering proposals for the estab­
lishment of development finance companies, or for 
financial and technical assistance to such companies. 
These companies do in their own countries what IFC 
does on an international scale: they assist the build-up 

of the business community of a developing country. 
Their principal instruments are capital, management 
experienced in problems of industrial development 
and financing, and contacts with overseas institutions 
able to provide additional financial and technical 
assistance. IFC supplies scarce share capital, which 

these companies need both as a basis for their bor­

rowings and to permit them to make equity invest-
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machinery in the textile mill (left) is in Ecuador; the 
board and paper mill (right) is in Pakistan. 

ments. IFC also helps them to obtain participation 

in their share capital by private foreign investors. 
The Corporation has assisted in the establishment 

of 18 development finance companies. The latest 
instance of such aid was in February 1968, when IFC 
helped bring together an exceptionally broad invest­
ment group to provide $22.5 million to the Korea De­
velopment Finance Corporation, the first private insti­
tution in Korea for the supply of long-term industrial 
funds. Nine private banks from outside Korea par­
ticipated in this financing. 

In the Private Development Corporation of the 
Philippines ( PDCP), IFC for the first time went full 
cycle in an investment in a development finance com­

pany. It initially supplied some of the money needed 
to bring it into being in early 1963, helped it through 
its formative business stages, saw it develop to the 
point where IFC was no longer needed, and ulti­
mately sold its investment in 1967, thereby allowing 
re-use of these funds elsewhere. IFC helped to bring 
additional international capital into PDCP. Some 30 

per cent of PDCP shares was purchased by 18 for-
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eign shareholder banks and financial institutions 

based in the United States, Britain, Germany, Hong 

Kong and Japan. 
The establishment of PDCP has helped accelerate 

the pace of Philippine industrial development: PDCP 
investments have gone into transportation, power, 

food, textiles, wood and cork, printing and publish­

ing, chemicals, clay and stone products, basic metal 
products, machinery, electrical machinery and min­

ing. PDCP has also participated in four underwrit­

ings, aiding development of the capital market in the 
Philippines. 

The provision of finance-of share capital and 

medium- and long-term loans-is the hard core of the 
work of development finance companies. A number 
of them have gone further and fostered capital 

markets by engaging in underwriting operations­
seeking to mobilize capital from the widest possible 
public, both at home and abroad. In Venezuela, for 

example, C.A. Venezolana de Desarrollo ( Cavendes) 
has played a pioneering role in underwriting the sale 
of industrial securities. In February 1966, IFC joined 

a syndicate organized by Cavendes to underwrite a 
public offering of shares of a leading manufacturer 
of cans for the oil, chemical and food industries. A 
substantial portion of the share issue was taken up 
by Venezuelan investors during the subscription 
period. In many developing countries, a middle-class 

public is emerging, prepared to invest its savings in 
local industrial enterprise. In the years to come, more 
development finance companies will undoubtedly 
seek the participation of this public in industrial 

ownership. 
The development finance companies constitute a 

growing, worldwide network of institutions, in com­
munication with each other and IFC, identifying 
promising fields of investment, able to obtain inter­
national financial and technical support for local 
enterprises too small to attract by themselves foreign 

capital and technology, and able to stimulate the 
growth of domestic capital markets. 

The next few years are likely to see a step-up in 

the level of IFC operations. The availability of funds 
from the World Bank's line of credit free the Corpo­
ration's present capital and reserves for flexible use 

between lending and equity investment, and allow 

IFC to invest in a larger number of projects as well 
as to make larger individual commitments. In ap­

propriate cases, IFC will be able to finance enter­
prises with fixed-interest loans not carrying equity 
or other special features. These funds will also add 

to operational flexibility by making available to IFC 
currencies other than dollars. Altogether, this ex­
pansion in resources and increase in flexibility will 

make it possible for the Corporation to consider a 

greater variety of projects and to spread its develop­
mental investments over a wider band of the private 
sector in an increasing number of countries. 

Agribusiness Opportunities 

One area that offers future opportunities for IFC­
organized investments is the "agribusiness" sector. 

As rapid population growth in the developing coun­
tries continues its threat to outrace available food 

supplies, and as the importance of an efficient agricul­
tural base to industrial development becomes more 
widely reflected in development plans, the demand 
for more and better agricultural inputs grows. This 
has given great emphasis to increasing the avail­
ability of fertilizer in the developing countries. In 
Brazil, the Corporation joined with United States 
and Brazilian investors to finance what will be one 
of the largest nitrogenous fertilizer plants and dis­
tribution facilities in Latin America. In India, an 
$82.5 million fertilizer plant was initiated under the 
sponsorship of Imperial Chemical Industries Limited. 
IFC joined investors in India, Japan and the United 
Kingdom in this venture. In Senegal, European and 
Senegalese investors, together with IFC, financed 
West Africa's first fertilizer plant. In early July 196~ 
the Corporation made its first investment in a fer­
tilizer project in Pakistan when it joined the World 
Bank in providing finance for the establishment of 
a 345,000-ton urea fertilizer plant near Lahore. 

Looking to the future, IFC recently conducted a 

study of the fertilizer needs of India, primarily to 
ascertain India's foreign exchange requirements for 
the importation of fertilizers as part of a program for 



agricultural improvement. The Corporation's report, 

made by the recently appointed Special Assistant to 
the Executive Vice President of IFC on fertilizer pro­

duction, was presented at a meeting in May 1968, 
under World Bank chairmanship, of the Consortium 

of governments and institutions interested in develop­
ment assistance to India. 

In agriculture, all inputs must be in balance, to 

approach an optimum level of production. To in­
creased fertilizer application there must be added 

better cultivating and harvesting and storage equip­

ment, insect and plant disease control, better seeds 
and improved crop varieties. It is reasonable to be­
lieve that the next few years will witness involvement 

of IFC in "agribusiness" projects aimed at supplying 
not only fertilizer but also better seeds, insecticides, 
veterinary pharmaceuticals and farm equipment to 
the agricultural sector in the developing countries. 
IFC is already involved in food processing and storing 

and will probably be in more projects in these fields 
in the future. 

IFC will continue its emphasis on industrial growth 
but will also continue"'to give increasing attention to 
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services that have a high developmental payoff. 

IFC' s decision to take a more active role in promot­
ing new enterprises recognizes the fact that lack of 

finance is only one of the major handicaps holding 
back industrialization in the developing countries. 

Other handicaps of equal importance include the 
technological gap existing between these countries 
and the advanced industrial economies, the unfa­
miliarity and inexperience of local entrepreneurs 

with modern managerial methods, and the hesitation 

often shown by local investors in grasping new invest­

ment opportunities opening up to them. 
The promotional function is an important one and 

in the developing countries there are too few private 

entrepreneurs to discharge it adequately. The Corpo­
ration's decision to take a more active role in this 

area will have the effect of expanding the range of 
opportunities for partnership between IFC and de­
velopment investors. 

All the signs indicate that the development business 
has reached a stage in which private investment is 

both appropriate and needed. IFC has geared up to 
do its part. 

NOTE 

1 Data used in this article are as of the end of IFC's 1968 fiscal year. 
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I am pleased to be here with you because I 
know the work which the ICC and particularly 

your Commission on International Investments 
and Economic Development have been doing on 
the subject of the climate for private investment 
in the developing countries, and how it might be 
improved. 

I hope you feel that your work in the field of 
economic development is making progress, for it 
is important in many ways. It is a sign of the 
times that a group, such as yours, representing 
many of the world's multinational corporations, 
investing across both national and regional fron­
tiers, is consciously gearing up for a larger role 
in the future of the less developed countries. 

For I think-and this is the principal theme 
I want to discuss with you here today-that 
we have arrived at a stage of the develop­
ment effort where a considerably increased 
private investment input will be the sine qua 
non of much of the future economic growth 
so much wanted and needed in the less de­
veloped world. 

There are two concepts which, before this audi­
ence, I can merely state without the need for 
complex argumentation. The first is the value of 
private investment in the economic development 
process. 

1 



The second is the worth of economic develop­
ment itself. As investors we know that a devel­
opment program is an investment program. We 
also know that little is to be gained from doing 
business with a poorhouse, so that any poorhouse 
-or poor nation-anywhere, makes all of us 
poorer, everywhere. 

What I do want to emphasize is the fact that 
it would be senseless to expect private in­

vestment to be made in the less developed coun­
tries on conditions that could not be justified in 
the eyes of a shareholder. Investment has got to 
proceed in the less developed world as it does in 
other places, on the basis of reasonable expecta­
tions of profit and business growth. 

This is a matter of interest not only to busi­
nesses, but also to countries that need increased 
private investment for their continued develop­
ment, because the fruitful use of capital produces, 
in addition to new income, a many sided process 
of expansion that has its own dynamic, creating 
calls for new injections of capital and know-how. 

A successful cement operation, for instance, 
makes possible a boost in building capacity. This, 
in turn, creates needs for increased electric power, 
for wiring, plumbing, equipment, appliances and 
furnishings of a wide variety, and for transport 
services to move these things to where they are 
needed, for storage capacity, and on outwards, in 
a widening circle of demand that requires con­
tinuous new investment of capital in the means of 
production of both goods and services. Thus, 
where development has come to the stage at which 
increasing amounts of private capital are needed, 
the need is present also for intelligent care and 
feeding of the private goose that lays the golden 
eggs. The golden egg that is fried hatches no more 
geese. 
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And, one of the important facts about the fu­
ture of economic development is, as I have indi­
cated, that in many places much of the hope for 
further progress must now be based on increased 
private investment. Major providers of publicly 
financed assistance are restraining, some of them 
reducing, their aid to the developing countries. If 
we go back a decade, in the five years 1958 
through 1962 assistance provided by the govern­
ments that are members of the Development As­
sistance Committee rose by nearly 3 6 per cent. 

In the next five years the increase was less than 
half as much-approximately 15 per cent. In 
Europe and North America, fast expandirig ex­
pectations of domestic improvements are compet­
ing with foreign assistance for the tax dollar. 
Further, in many countries, there are international 
payments problems that inhibit flows of govern­
mental funds abroad. 

These factors create a tendency for greater re­
liance to be placed on private enterprise in 

keeping up the flow of capital to the developing 
countries. But even without such impediments, 
there would currently be a call for substantially 
increased participation by the business community 
in the development effort. 

This arises from the fact that during the past 
two decades, funds supplied by governments and 
intergovernmental agencies have been used to 
make many fundamental improvements in the 
infrastructure of the developing lands. In many 
areas of the less developed countries electric 
power dams have been built, roads and other com­
munications improved, education broadened, the 
health of the labor force strengthened, and irri­
gation and other basic improvements have been 
made to agriculture. In such places economic 
growth must in the future stagnate unless upon 
this new infrastructure there is now built a super-
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structure of facilities for the production of useful 
·and needed goods and services. 

That is, we are now, in a great many places 
-many of them very promising places-in 
Phase Two of the development effort. Phase 
One was the stage at which essential infra­
structure was lacking and.had to be built. By 
its nature, this was done, is being done, and 
will for the foreseeable future continue to be 
done, chiefly through publicly provided 
funds. Nor is there any end in sight to the 
infrastructure work that remains. 

But infrastructure without the superstructure of 
factories, service enterprises, and financial 

and other institutions able to produce goods and 
services that are both wanted and needed repre­
sents only the potential for a higher standard of 
living. An actual, as distinguished from a poten­
tial, rise in the standard of living depends upon 
two things not provided by infrastructure: in­
creased supplies and higher real income with 
which to make demand for these supplies effec­
tive. And, both an increase in supplies and a rise 
in real income depend upon the productive invest­
ment of capital. 

Phase Two of the development process is 
the building of productive enterprise upon 
the underlying infrastructure grid. I have 
observed that by its nature, Phase One of 
development work is financed, as, indeed, 
infrastructure building has almost always 
been financed, out of the public purse. Just 
as surely, Phase Two is typically-and best, 
all here would agree-financed and managed 
by the private sector. 

It is in this context that we in IFC look for­
ward to substantially expanded opportunity for 
sound investment of private capital over the entire 
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range of useful private enterprise in the less devel­
oped countries. 

I am operating here on a simple logical syllo­
gism: Economic development is badly needed by 
most developing countries; private investment, 
both foreign and domestic, can make an important 
contribution to economic development; ergo, pri­
vate investment will be welcomed in most devel­
oping countries. Not, necessarily, in all, for logic 
does not always prevail. But wherever this simple 
syllogism does not in fact work out, the answer 
is equally simple: private investment will not go 
into countries where the problems and solutions 
are not those that I am talking about today. 

The International Finance Corporation 

We in IFC are in the process of perfecting 
and making credible-both to private in­
vestors and to the governments of developing 
countries-the development investment as a 
double edged instrument. 

The development investment is one that serves 
both private and public profit, an investment that 
meets the criteria alike of the board room and the 
planning chamber. 

The developing world is not a world of one­
ness-it is instead a world of diversity-of widely 
differing economic conditions, human skills and 
natural resources. Thus, although experience has 
led us to some criteria for the development invest­
ment that we regard as being important, we are 
not weighed down in our operations by a super­
cargo of rigid concepts. 

On the contrary, we believe that our criteria 
are only as good as our ability to apply them 
flexibly to meet the specific needs of each country, 
and of each investment. 
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Chief among the criteria for our investments, 
are the following basic rqles: we invest in the less 
developed of our member countries, where suffi­
cient private capital is not available on reasonable 
terms; we invest in projects of economic priority 
to the host country, where there is a reasonable 
prospect of profitability appropriate to the risks 
being taken, and we invest where IFC is needed 
and can make a constructive contribution. 

Our experience has led us to a further basic 
rule, in operational terms. This is, in financing 
enterprise in the developing countries, the most 
effective structure is one in which local finance 
and management is combined with foreign finance 
and management. 

B ecause 1 am stressing here the importance we 
assign to flexibility in applying basic criteria, 

let me make it entirely clear that we believe there 
is no room for flexibility in the matter of compe­
tent management. 

Without satisfactory management-be it 
local or foreign-there can, in 11Jl opinion, 
be no expectation of success. The need for 
sound management will not be overcome by 
any amount of finance. Nor is the need for 
good management lessened by a rich market, 
abundant and cheap materials, good labor 
supply, good location, and so forth: bad 
managers can easily overcome any one of 
these advantages and some are versatile 
enough to overcome them all. 

On the other hand, good management can sur­
mount considerable difficulties, when the basic 
situation is viable. As an example, let me cite an 
investment we made in 1966, in a company called 
Enka de Colombia. 
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This is a project that might be called the 
classic IFC investment, for it brings into play all 
our investment criteria. The sponsor of Enka de 
Colombia is AKU, of The Netherlands. 

The Colombian project involved establishment 
of a new $15 million plant to manufacture some 
4,200 tons a year of various types of synthetic 
fibers. The Colombian sponsorship of Enka, like 
the foreign sponsorship, is distinguished: it con­
sists of a group of Colombian textile companies, 
and two important and successful Colombian de­
velopment banks. 

Both the Dutch and the Colombian sponsors 
took substantial equity positions. Neverthe­

less, IFC financing was sought, because not 
enough funds could be provided privately on 
reasonable terms. The financial plan was sound. 
The market forecast for the project was good and 
was strengthened by the fact that the Colombian 
shareholders would absorb part of the plant 
output. 

The presence of AKU in the sponsoring group, 
together with experienced Colombian textile 
makers, assured good management. 

This was fortunate, for despite all the favor­
able indicators that I have just sketched, a high 
order of management has been needed. As is 
often the case, the test of management's ability 
came in the form of difficulties in areas outside 
management's control. First, the marketing out­
look was altered, due basically to restraint of 
demand imposed by a tight money policy, follow­
ing upon the fact that the Colombian economy ran 
into difficulties requiring restrictive policy. Second, 
Enka had to adjust, during the construction pe­
riod, to a devaluation of the Colombian peso, 
compounded by the fact that tight money made it 
difficult to borrow locally. 
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Nevertheless, Enka's management did in fact 
climb over these difficulties, so much so that 

· Enka is operating successfully, is marketing all 
its output, and is now ready to undertake an 
~~00. il 

We have had failures-cases in which projects 
have not been able to overcome difficulties. In 
these instances, the basic cause of failure has 
been the inability of management to cope with 
problems. An example can be found among our 
very early investments, in a company that had 
been successfully producing and marketing build­
ing materials and that wanted to undertake a 
sizable expansion. We felt that the management 
was doing a good job with its present operations 
and so made a commitment. But our judgment of 
the management was wrong: although competent 
in its original operations it did not have the capac­
ity to grow to the substantial extent needed by its 
expansion. 

M any proposals come to us in which a foreign 
know-how partner is willing to undertake 

management responsibilities, but is not also will­
ing to take an equity stake in the venture. Our 
attitude to such a proposal is negative. I strongly 
believe it is highly important for the management 
to be a shareholder subject to the risks of the 
company. Nothing complicated is involved here; 
it is simply our experience that you get better 
management performance when those Tesponsible 
for it get the rewards for success and suffer the 
losses of failure. 

I know there is difference of opm10n in this 
matter. Consequently, we would not absolutely 
rule out the consideration of a proposition not 
involving equity participation by the foreign man­
agement sponsor, and we have made some com­
mitments on this basis. But we are very reluctant 
to proceed where the know-how partner does not 
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make an equity investment, and our experience 
in the cases where we have broken the rule con­
firms that it is a pretty good rule. 

We prefer also that there be a local private 
partner in the venture who, like the foreign 
entrepreneur, should have an equity stake in the 
joint venture. However, there are cases in the 
developing countries where this simply is not pos­
sible. One such involv d our largest investment to 
date. This was the $60 million copper mining 
project in Mauritania, signed last May, to which 
IFC committed $20 million. 

The private sector in Mauritania does not yet 
have the capital, or the management capacity, to 
enter into such a venture. Consequently, we de­
parted from the rule here, rather than to let the 
project, which is important to Mauritania, fall 
through. The Mauritanian Government became a 
shareholder, representing the local interest, in a 
financial plan in which the largest shareholder, 
and the management sponsor, was Charter Con­
solidated of London. Other share capital was 
provided by IFC and four French companies. We 
hope in time to be able to sell some of the IFC 
shares to private Mauritanian investors. 

Where necessary or desirable we will accept 
the Government directly or through governmental 
agencies as a shareholder, but we do not want it 
to be the largest shareholder and we insist that 
the company be predominantly private. By that, 
I mean that the goverhmental interest should be 
no more than 25 per cent. 

W e believe that there can be flexibility in the 
way foreign participants put their money 

into a project. For instance, in the case of the 
Mauritanian investment just mentioned, the share­
holders provided a substantial part of the capital 
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through a subordinated shareholders' loan. This 
is a technique appropriate in a situation where the 
primary emphasis should be placed upon the pay­
back period, rather than on the discounted rate of 
return. 

I should add that so far as the financial struc­
ture of a company is concerned, there is a wide 
range of possibilities-depending upon the degree 
of risk involved-in the relationship between the 
amount of loan capital and the amount of equity 
money required. We do not believe in formula 
banking. So we have no uniform rule with respect 
to the debt-equity structure of a company we are 
financing. 

Most IFC investments are in manufacturing in­
dustries. But we are not only an industrial inves­
tor. In the last few years, we have committed 
funds to services-including utilities, tourism, 
storage and warehousing facilities-and to agri­
culture. We are diversifying, and we stand ready 
to consider investment in virtually any type of 
productive private enterprise that is of economic 
priority in the developing countries and which 
has good prospects of profitability. 

We regard development of capital markets in 
the developing countries as one of our chief ob­
jectives, for it is generally the case that it is not 
capital, per se, that is lacking, but capital mobil­
ized and ready for investment at a reasonable 
cost of money. 

This works hand in glove with the fact that the 
best way of raising a substantial block of capital 
may be through a public offering of the securities 
of an existing company to both domestic and for­
eign investors. 

In Mexico, IFC has four times . supported ex­
pansion of the country's biggest private steel 
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maker, known as Fundidora de Monterrey. From 
1962 through this year we have underwritten $44 
million of new Fundidora issues. In all of these 
underwritings we have had a syndicate composed 
of Mexican, North American and European un­
derwriters join us. 

By these stock issues Fundidora has been able 
to increase its steel making capacity from 300,000 
ingot tons in 1962 to 800,000 ingot tons in·1968. 
And, some $44 million worth of high-grade Mexi­
can stock has been put into the hands of Mexican 
investors, as a significant addition to the inventory 
of desirable equity available for trading in the 
market. 

However, these approaches, varied and flexible 
as they are, are not enough. In the condi­

tions surrounding investment in the deve1oping 
countries potentially sound investments may not 
get out of the planning stages for many reasons 
other than lack of capital. Consequently, the pro­
motion of prospective investments from planning 
into reality has always been part of our job, and 
we have given this help in the form of a wide 
range of advice and technical help. 

Last July, we decided to take on a more 
directly promotional role. In those cases in 
which we feel that good projects suitable for 
IFC financing in accordance with our regular 
criteria could be developed, but where they 
are not moving forward because of the ab­
sence of an industrial sponsor committed to 
the project, IFC would act as a banque 
d'affaires. We would provide some amounts 
of money for the costs of putting a deal to­
gether, including some of the costs of feasi­
bility studies. If the project goes forward, 
IFC's expenses on behalf of promotion 
would be capitalized as part of our invest­
ment in the new venture. 

11 

I 

I 

~ 
i 

~ 

I 

I 

I 

I 

I 

l 
; 

I 

I 

I 



We have also decided that as part of this 
promotional activity we could join in the 
equity of pilot companies, together with 
other members of an investment group inter­
ested in backing the prospective full-scale 
company. The embryo company would then 
carry out the necessary detailed studies and 
negotiations needed to implement the proj­
ect. If the project proceeds, the equity in­
vestors in the pilot company would be 
reimbursed, usually by having an investment 
in the full-scale company. 

We have already started activity in this area, 
and we have joined pilot companies in Honduras 
and in Colombia, and we are engaged in the 
banque d'affaires role in Indonesia. 

We expect this addition to our means of ap­
proaching development investment possibilities to 
be of considerable assistance in completing diffi­
cult, but worthy deals in many places. 

A Look Toward the Future 

Let me preface my closing remarks by say­
ing that the future of economic development 
seems marked not only with the general need 
for increased participation by private capital 
that I have already mentioned. Some of the 
more promising possibilities would appear to 
hinge altogether on production and manage­
ment know-how, on access to scattered re­
sources and on marketing abilities, that re­
side only in the private sector. 

Over the past few years, we have been sharp­
ening the skills IFC will need to give assistance 
to development investments that combine the 
high technology and the multinational manage-
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ment capabilities with the financial resources and 
the intergovernmental knowledge that modern in­
vestment requires. As an investment institution 
standing midway between the developed and the 
less developed worlds, and midway between the 
private and the public sectors, we have been 
gearing up to meet these tests, by increasing the 
size of our investments, by helping to bring to­
gether increasingly complex investment groups 
and, perhaps of the most general importance, by 
development of a growing range of flexible re­
sponses to widely varying development investment 
situations. 

Our aim, as I have indicated, is to possess the 
techniques, together with the flexibility of attitude, 
needed to fit criteria for sound investments to the 
specific requirements of individual investments 
as well as to the particular environment in which 
the investment is to be made. 

We regard additions to our investment 
techniques-and steady progress in the 
flexibility with which we use these tech­
niques-as a matter of first importance, 
because, in my opinion, economic develop­
ment, and international investment, will in 
the future embrace an even wider range of 
types and patterns of projects-to say 
nothing of size-becoming even more di­
verse than has been the case in the past. 

There is, fortunately, a companion trend. 
This is the growth of an entirely new kind 
of private enterprise. Let me refer you to 
something at the very beginning of my re­
marks, where I noted that the ICC is rep­
resentative of the modern multinational 
corporation, investing across both national 
and regional frontiers. It is the growth of 
the multination_al-as distinguished from the 
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merely international-corporation that 
. seems to me to be one of the current trends 

with the strongest implications for the future 
of economic development and for the future 
of the international--or, more precisely, 
multinational-investment. 

T he multinational company operates not merely 
as marketer in one place of goods produced 

elsewhere. On the contrary, it operates on a truly 
integrated basis, with responsibilities to share­
holders both where it produces and where it 
markets. 

Investment carried on in this way gets away 
from the disadvantages of the developed-less 
developed, the agriculturai-industrial, the great 
and the small, dichotomies, so burdened with 
the past. It becomes a viable business procedure, 
standing squarely upon the best assurance that 
the entrepreneur has ever had: the profit motive. 
Such a business is multinational, in the sense that 
it is not merely present in more than one country, 
but that it is part and parcel of more than one 
country. 

It is in the creation and promotion of this sort 
of multinational joint venture that I see an impor­
tant future for the work both of the ICC and the 
IFC. As for the IFC, it is a multinational investor, 
perhaps par excellence. ICC is an international 
organization that would be highly important for 
the future if it did nothing more than to bring 
together the international corporations that make 
up its membership. However, one need only men­
tion some of the task forces that you have at work 
to indicate that you are engaged in the serious 
business of working out the legal and institutional 
bases for the operations of the multinational 
corporation. 
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I have in mind your commissions on the Ex­
pansion of International Trade, on Formalities 

and Regulations in International Trade, on Inter­
national Monetary Relations, on Taxation, on 
International Investments and Economic Devel­
opment, and a number of others, including the 
ICC Commission on International Protection of 
Industrial Property. 

IFC, meanwhile, is practicing the art of putting 
together, out of the materials of existing multi­
national and international corporations, in com­
bination with national enterprises in the develop­
ing countries, new enterprises that we hope will 
start life as multinational companies. 

At a time when the work of economic develop­
ment depends for much of its future effectiveness 
on the success of private investment across na­
tional boundaries, work such as that being done 
by ICC and by IFC is of particular importance. 
It is important because the future holds greatly 
increased scope for the work of the multinational 
private enterprise such as we are helping to evolve. 
And it is important because the work these com­
panies can do to build up viable economies in 
many places in the world enriches the scope of 
development that we can reasonably imagine for 
the future. 
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It is a sign of the times that ICC's Commission on International Invest­

r.lents and Economic Development has been doing a good deal of work bearing on 

the subject of the cltmate for private investment in the developing countries, 

and how it might be improved. It is important, and significant, that a group, 

such as yours, representing many of the world's multinational corporations, 

Investing across both national and regional frontiers, is consciously gearing 

up -- perhaps girding up is the word -- for a larger role in the future of the 

l~ss developed countries. For I think -- and this is the principal theme I 

want to discuss with you here today -- that 'tve have arrived at a stage of the 

development effort where a considerably increased private investment input will 

be the sine qua non of much of the future economic growth so much wanted and 

needed in the less developed world. 

The Changing Environment 

Before this audience there is no need to argue the tvorth of private 

investment in economic development. We all know its worth, and we know as well 

that after sufficient time has passed the theorists will demonstrate that what 

w~ practice is, indeed, possible. 

Nor do I feel a need to argue, here, the worth of economic development. 

As investors we know that a development program is an investment program. We 

also know that little is to be gained from doing business with a poorhouse, so 

that any poorhouse or poor nation -- anywhere, makes all of us poorer, 

everywhere. 

What I do want to emphasize is the fact that it would be senseless to 

expect private investment to be made in the less developed countries on conditions 

th~t could not be justified in the eyes of a shareholder. Investment has got to 

rroceed in the less developed world as it does in other places, on the bas:f.s 

of reasonable expectations of profit and business grmvth. 
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That is a matter of interest not only to businesses, 
but also to countries that need increased private 
investment for their continued development, because 
the fruitful use of capital produces, in addition to 
new income, a many sided process of expansion that has 
its own dynamic, creating calls for ne't-l injections of 
capital and know-how. 

A successful cement operation, for instance, makes possible a boost in 

~uilding capacity. This, in turn, creates needs for increased electric power, 

for wiring, plumbing, equipment, appliances and furnishings of a wide variety, 

and for transport services to move these things to where they are needed, for 

storage capacity, and on outwards, in a widening circle of demand that requires 

continuous new investment of capital in the means of production of both goods 

and services. Thus, where development has came to the stage at which increasing 

amounts of private capital are needed, the need is present also for intelligent 

care and feeding of the goose that lays the golden eggs. The golden egg that 

is fried hatches no chicks. 

And, one of the important facts about the future of economic development 

is, as I have indicated, that in many places much of the hope for further 

progress must now be based on increased private invesement. The major providers 

of publicly financed assistance are restraining, some of them reducing, their 

aid to the developing countries. If we go back a decade, in the five years 1958 

through 1962 assistance provided by the governments that are members of the 

Development Assistance Committee rose by just over 36 per cent. In the most 

recent five years the increase was less than half as much -- 15 per cent. In 

Europe and North America, fast expanding expectations of domestic improvements 

~re competing with foreign assistance for the tax dollar. Further, in most 

countries, there are international payments problems that inhibit flows of 

governmental fund.s abroad. 
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These factors create a tendency for greater reliance to be placed on 

private enterprise in keeping up the flow of capital to the developing countriet. 

But even without such impediments, there would currently be a call for sub-

stantially increased participation by the business community in the development 

effort. 

This arises from the fact that during the past two 
decades, funds supplied by governments and inter­
governmental agencies have been used to make many 
fundamental improvements in the infrastructure of 
the developing lands. In many areas of the less 
developed countries electric power dams have been 
built, roads and other communications ~proved, 
education broadened, the health of the labor force 
strengthened, and irrigation and other basic improve­
ments have been made to agriculture. In such places 
economic growth must in the future stagnate unless 
upon this new infrastructure there is now built a 
superstructure of facilities for the production of 
useful and needed goods and services. 

That is, we are now, in a great many places -- many of them very promisiny. 

places -- in Phase Two of the development effort. Phase One was the stage at 

which essential infrastructure was lacking and had to be built. By its nature) 

this was done, is being done, and will for the foreseeable future continue to be 

done, chiefly through publicly provided funds. Nor is there any end in sight 

to the infrastructure work that remains. 

But infrastructure without the superstructure of factories, service 

~nterprises, and financial and other institutions able to produce goods and 

services that are both wanted and needed represents only the potential for a 

higher standard of living. An actual, as distinguished from a potential, ri£~ ~n 

the standard of living depends upon two things not provided by infrastructure: 

increased supplies and higher real income with which to make demand for these 
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supplies effective. And, both an increase in supplies and a rise in real 

income depend upon the productive invesbment of capital. 

I have observed that by its nature, Phase One of 
development work is financed, as, indeed, infra­
structure building has almost always been financed 
-- even when it was called public works and not a 
fancy name like infrastructure -- out of the public 
purse. Just as surely, Phase Two, which is the 
building of productive enterprise upon the under­
lying infrastructure grid, is typically -- and 
best, all here would agree -- financed and 
managed by the private sector. 

It is in this context that we in IFC look forward to substantially 

expanded opportunity for sound investment of private capital over the entire 

range of useful private enterprise in the less developed countries. 

I am operating here on a simple logical syllogism: Economic development 

is badly needed by most developing countries; private investment, both foreign 

and domestic, can make an important contribution to economic development; 

private investment will therefore be welcomed in most developing countries 

which are serious about their development plans. Not, necessarily, in all, 

for logic does not always prevail. But wherever this simple syllogism does not 

in fact work out, the answer is quite s~ple: private investment will not go 

into countries where the problems and solutions are not those that I am today 

talking about. 

The International Finance Corporation 

We in IFC are in the process of perfecting and making credible -- both 

to the private investor and to the developing country -- the fact that the 

cevelopment investment is double edged. The development investment is one that 

serves both private and public profit, an investment that meets the criteria 

alike of the board room and the planning chamber. 
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The developing world is not a world of oneness -- it 
is instead a world of diversity -- of widely differing 
economic conditions, human skills and natural resources. 
Thus, although experience has led us to some criteria 
for the development investment that we regard as being 
important, we are not weighed down in our operations by 
a supercargo of rigid concepts. On the contrary, we 
believe that our criteria are only as good as our 
ability to apply them flexibly to meet the specific 
needs of each country, and of each investment. 

Chief among the criteria for our investments, are the following basic 

rules: we invest in the less developed of our member countries, where sufficient 

private capital is not available on reasonable terms; we invest in projects 

of economic priority to the host country, where there is a reasonable prospect 

of profitability appropriate to the risks being taken, and we invest where IFC 

is needed and can make a constructive contribution. 

Our experience has led us to a further basic rule, in operational terms. 

This is, in financing enterprises in the developing countries, the most effective 

structure is one in which local finance and management is combined with foreign 

finance and management. 

Because I am stressing here the importance we assign to flexibility in 

applying basic criteria, so as to meet the varying conditions of particular 

investments and individual countries, let me make it entirely clear that we 

believe there is no room for flexibility in the matter of competent management. 

Without satisfactory management -- be it local or 
foreign -- there can, in my opinion, be no expecta­
tion of success. The need for sound management 
will not be overcome by any amount of finance. Nor 
is the need for good management lessened by a rich 
market abundant and cheap materials, good labor supply, 
good location, and so forth: bad managers can easily 
overcome any of these advantages, and some are versa­
tile enough to overcome them all. 



- 6 -

On the other hand, good management can surmount considerable difficulties, 

when the basic situation is viable. As an example, let me cite an investment 

we made in 1966, in Enka de Colombia. 

This is a project that might be called the classic IFC investment, for 

it brings into play all our investment criteria. The sponsor of Enka de 

Colombia is AKU, of the Netherlands, familiar to all of you, I am sure, as on~ 

of the world's leading producers of synthetic fibers. I have picked a project 

with a Dutch sponsor in deference to our Chairman, but the story to be told 

could be duplicated in many of our other development investments, with sponsors 

from many other countries. 

The Colombian project involved establishment of a new $15 million plant 

to manufacture some 4,200 tons a year of various types of synthetic fibers. 

The Colombian sponsorship of Enka, like the foreign sponsorship, is distinguish~~: 

it consists of a group of Colombian textile companies, and two important and 

successful Colombian development banks. 

Both the Dutch and the Colombian sponsors took substantial equity 

positions. Nevertheless, IFC financing was sought, because not enough funds 

could be provided privately on reasonable terms. IFC filled the gap by investw 

ing about $1 million in shares of Enka. The financial plan was sound. The 

market forecast for the project was good and was strengthened by the fact thut 

the Colombian shareholders will absorb part of the plant output, a factor 

particularly important for Enka's first years of operations. 

The presence of AKU in the sponsoring group, together with experienced 

Colombian te}ttile makers, assured good management. 
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This was fortunate, for despite all the favoring indicators that I have 

j ust sketched, a high order of management has been needed to get this project 

going. As is often the case, the test of mana gement's ability c~1e in the form 

of difficulties in areas outside management's control. First, the marketing 

outlook was altered, due basically to restraint of demand imposed by a tight 

money policy, following upon the fact that the Colombian economy ran into 

difficulties requiring restriction. Second, Enka had to adjust, during the 

construction period, to a devaluation of the Colombian peso, compounded by 

the fact that tight money made it difficult to borrow locally. 

Nevertheless, Enka's management did in fact climb over these difficulties, 

so much so that Enka is operating successfully, is marketing all its output, 

and is now giving serious consideration to expansion. 

We have had failures -- cases in which projects have not been able to 

overcome difficulties. In these instances, the basic cause of failure has 

been the inability of management to cope with problems. An example can be 

found among our very early invesbments, in a company that had been successfully 

producing and marketing building materials and that wanted to undertake a sizable 

e}rpansion. We felt that the management was doing a good job with its present 

operations and so made a commitment. But, although competent in its original 

operations, management did not turn out to have the capacity to grow to the 

substantial extent needed by its expansion. 

Many proposals came to us in which a foreign know-how partner is ~illing 

to undertake management responsibilities, but is not also willing to take an 

equity stake in the venture. Our attitude to such a proposal is negative. I 

strongly believe it is highly important for the management to be a shareholder 

subject to the risks of the company. Nothing complicated is involved here; it 
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is simply our experience that you get better management performance when thoqe 

responsible for it get the rewards for success and suffer the losses of 

failure. 

I know there is difference of opinion in this matter. Consequently, 

we would not absolutely rule out the consideration of a proposition not 

involving equity participation by the foreign management sponsor, and we have 

made such commitments on this basis. But we are very reluctant to proceed wher~ 

the know-how partner does not take a permanent stake, and our experience in the 

cases where we have broken the rule confirms that it is a pretty good rule. 

We prefer also that there be a local private partner in the venture who, 

like the foreign entrepreneur, should have an equity stake in the joint venture. 

However, there are cases in the developing countries where this simply is not 

possible . One such involved our largest investment to date. This was the 

$60 million copper mining project in Mauritania, signed last May, to which IFC 

committed $20 million. The private sector in Mauritania does not yet have the 

capital, or the management capacity, to enter into such a venture. Consequently, 

we departed from the rule here, rather than to let the project, which is 

important to the Mauritanian nation, fall through. The Mauritanian Government 

became a shareholder, representing the local interest, in a financial plan in 

which the largest shareholder, and the management sponsor, was Charter 

Consolidated of London. Other share capital was provided by IFC and four French 

companies 

Where necessary or desirable we will accept the Government directly or 

through governmental agencies as a shareholder, but we do not want it to b~ t~ ~ 

largest shareholder and we insist that the company be predominantly private. By 

that, I mean that the governmental interest should be no more than 25 per ce ut. 
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We believe that there can be flexibility in the way foreign participants 

put their money into a project. For instance, in the case of the Mauritanian 

investment just mentioned, the shareholders provided a substantial part of 

the capital through a subordinated shareholders' loan. This is a technique 

appropriate in a situation where the primary emphasis is on the pay-back 

period, rather than on the discounted rate of return. 

I should add that so far as the financial structure of a company is 

concerned there is a wide range of possibilities -- depending upon the degree 

of risk involved -- in the amount of loan capital and in the amount of equity 

capital that should be considered. We do not believe in formula ban1,.in~. 

We have no uniform rule with respect to the debt-equity structure of a company 

we are financing. 

Most IFC investments are in manufacturing industries. But we are not 

only an industrial investor. In the last few years, we have committed funds 

to services -- including utilities, tourism, storage and warehousing 

facilities -- and to agriculture. We are diversifying, and we stand ready 

to consider investment in virtually any type of productive private enterprise 

that is of economic priority in the developing countries and which has good 

prospects of profitability. 

We regard development of capital markets in the developing countries 

as one of our chief objectives, for it is generally the case that it is not 

capital, ~er se, that is lacking, but capital ~obilized and ready for invest­

ment at a reasonable cost of money. 

This work1 hand in glove with the fact that the best way of raising a 

substantial block of capital may be through a public offering of the securities 

of an existing company to both domestic and foreign investors. 
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In Mexico, IFC has four times supported expansion of the country's biggest 

steel maker, known as Fundidora de !1onterrey. From 1962 through this year 

we have underwritten $44 million of new Fundidora issues. In all of these 

underwritings we have had a syndicate composed of Mexican, North American and 

European underwriters join us. By these stock issues Fundidora has been ablP-

to increase its steel making capacity from 300,000 ingot tons in 1962 to 

800,000 ingot tons in 1968. And, some $44 million worth of high-grade Mexican 

stock has been put into the hands of Mexican investors, as a significant 

addition to the inventory of desirable equity available for trading in Mexico. 

However, these approaches, varied and flexible as they are, are not 

enough. In the conditions surrounding investment in the developing countri~s 

potentially sound investments may not get out of the planning stages for many 

reasons other than lack of finance. Consequently, promotion of prospective 

investments into reality has always been part of our job, and we have given 

this help in the form of a wide range of advice and technical help. 

Last July, we decided to take on a more promotional 
role. In those cases in which ~-1e feel that good 
projects suitable for IFC financing in accordance 
with our regular criteria could be developed, but 
where they are not moving forward because of the 
absence of an industrial sponsor ccmwitted to the 
project, IFC would act as a banque d'affaires. We 
would provide limited amounts of money for the costs 
of putting a deal together, including some of the 
costs of feasibility studies. 

If the project goes forward, IFC's expenses on behalf of its promotion 

would be capitalized as part of our investment in the new venture. If the 

project does not get into being, IFC will charge the promotional expenses to 

its administrative budget, as costs of technical assistance to its members. 
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Further, we have also decided that as part of this 
promotional activity we could even join in the equity 
of pilot companies, together with other members of 
an investment group interested in backing the pros­
pective fullscale company. 

This embryo company would then carry out the necessary detailed studies 

and negotiations needed to implement the project. If the project proceeds, 

the equity investors in the pilot company would be reimbursed, usually by 

having an investment in the fullscale company. 

We have already started activity in this area, and we have agreed to 

join pilot companies in the Honduras and in Colombia; and we are engaged in 

the banque d'affaires role in Indonesia. 

We expect this addition to our means of approaching development invest-

ment possibilities to be of major assistance in completing difficult, but 

worthy deals in many places. 

A Look Toward the Future 

I thought you might be interested in a look at what seems, from the IFC 

vantage point, to be some of the main outlines of the future for private 

investment and economic development. 

Let me just preface these closing remarks by saying 
that the future of development seems marked not only 
with the general need for increased participation 
by private capital that I have already mentioned, 
but that some of the more promising possibilities 
would appear to hinge altogether on production and 
management know-how, on access to scattered resources 
and on the marketing abilities, that reside only in 
the private sector. 
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Over the past few years, we have been sharpening the skills IFC v1ill 

need to give assistance to development invesm1ents that combine the high 

technology and the multinational management skills with the financial resources 

and the intergovernmental knowledge that the modern investment requires. As 

an investment institution standing midway between the developed and the less 

developed worlds, and midway between the private and the public sectors, we 

have been gearing -- or girding -- up to meet these tests, by increasing the 

size of our investments, by helping to bring together increasingly complex 

investment groups and, perhaps of the most general importance, by development 

of a growing range of flexible responses to widely varying development invest­

ment situations. Our aim, as I have indicated, is to possess the techniques, 

together with the flexibility of attitude, needed to fit criteria for sound 

investments to the specific requirements of individual investments, as well as 

to the specific environment in which the investment is to be made. 

\·Je regard additions to our investment techniques and steady progress 

in the flexibility with which we use these techniques -- as a matter of first 

importance, because, in my opinion, economic development, and international 

investment, will in the future embrace an even wider range of types and patterns 

of projects -- to say nothing of size -- becoming even more diverse than has been 

the case in the past. 

There is, fortunately, a companion trend. This is the growth of an entirely 

new kind of private enterprise. Let me refer you to something at the very 

beginning of my remarks, where I noted that ICC's Investment Commission is 

representative of the modern multinational corporation, investing across both 

national and regional frontiers. 
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It is the grmv-th of the multinational -- as dis­
tinguished from the merely international .. _ 
corporation that seems to me to be one of the current 
trends lvith the strongest implications for the future 
of economic development and international -- or, more 
precisely, multinational -- investment. 

This new type of company operates not merely as marketer in one place of 

goods produced elsewhere. On the contrary, it operates on a truly integrated 

basis, with responsibilities to shareholders both where it produces and where 

it markets. 

Investment carried on in this way gets away from the 

disadvantages of the developed-less developed, the agrlcultural-industrial, 

the great and the small, dichotomies, so burdened with the past. It becomes 

a viable business procedure standing squarely upon the best assurance that the 

entrepreneur has ever had: the profit motive. Such a business is multinational, 

in the sense that it is not merely present in more than one country, but that 

it is part and parcel of more than one country. 

It is in the creation and promotion of this sort of multinational joint 

venture that I see an important future for the work both of the ICC and the IFC. 

As for the IFC, it is the multinational investor, par excellence. ICC is an 

international organization that would be highly important for the future if it 

did nothing more than to bring together the internat~al corporations that makes 

up its membership. However, one need only mention some of the task forces that 

you have at work to indicate that you are engaged in the serious business of 

working out the legal and institutional bases for the operations of the multi-

national corporation. 

I have in mind your commissions on the Expansion _ of International Trade 

and upon Formalities and Regulations in International Trade; your Commission on 
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International Monetary Relations -- which I hope is hard at work; your Ccnnn:i.ssion 

on Taxation; our host, ICC's Commission on International Investments and 

Economic Develo~nent, and commissions on International Arbitration, Interna­

tional Protection of Industrial Property, International Commercial Practice, 

and so forth. 

IFC, meanwhile, is practicing the art of putting together, out of the 

materials of existing multinational and international corporations, in 

combination with national enterprises in the developing countries, new enter­

prises that start life as multinational companies. 

At a time when the work of economic development depends for much of its 

future effectiveness on the success of private investment across national 

boundaries, ,.;ork such as that being done by IFC and by ICC is of particular 

importance. It is important because the future holds greatly increased scope 

for the work of the multinational private enterprise such as we are helping to 

evolve. And it is j_mportant because the work these companies can do to build 

up viable economies in many places in the world enriches the scope of develop­

ment that we can reasonably imagine for the future. 

1F 1fo 
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In the all-too-brief period that I have been in East Pakistan, I have 

come to agree fully with the description of a traveler of many years ago who 

described your land, with its great forests, its mighty rivers and its tropicel 

riches as a rhapsody in green. 

And, inadequate as my time here has been, I have nevertheless been re­

minded by the remarkable monuments left by your forerunners that there is here 

in East Pakistan an ancient tradition of excellence in the arts and crafts, 

renowned for over 2,000 years. Here, as in the rest of the world, there is a 

close relation of skills in the old arts and crafts, and the development of 

their modern counterparts, which are technical, scientific and business 

accomplishments. The dynamic private business community that flourishes here 

of which Karnaphuli Paper Mills, and its sponsor, Dawood Industries, are out­

standing examples, owe much to your ancient traditions in the arts and crafts. 

Karnaphuli Paper Mills is IFC's first invesbment in East Pakistan but we 

are looking forward to more investments in this area. I have spent the last few 

days, in the company of Pakistani industrial and financial leaders, looking at 

many interesting possibilities, some of which, I am sure, our combined efforts 

will bring to flower. 

One of the reasons I am so confident that we shall be doing more business 

in this area is to be found in the tremendous interest that private investors 

from a large part of the world have shown in Karnaphuli Paper Mills. I am 

pleased -- and I am also very proud -- to be able to bring it to your attention 

that we have been able to attract to this . investment no less than seven 

financial institutions of worldwide reputation. They are the First National 

City Bank and its affiliate, First National City Overseas Investment Corporation, 
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and Ramerical International Financial Corporation, an investment affiliate of 

the Bank of America, both of the United States; the Kuwait Foreign Trading Con­

tracting and Investment Company; Commerzbank A.G., of Germany; National and 

Grindlays Bank Limited of Great Britain; Ban~a Nazionale del Lavoro of Italy, 

through a subsidiary; and Banque Francaise du Commerce Exterieur, of France. 

Representatives of most of these institutions are here today to sign for 

a portion of the investment by the International Finance Corporation in 

Karnaphuli Paper Mills. Together, the i r participation in the financing of this 

new project in Pakistan's paper industry amounts to nearly $3 million, or approx­

imately a sixth of the total cost of the project as it now stands. 

These financial institutions that have joined the Karnaphuli investment 

group come from six countries, spanning North America, the Middle East and 

Europe. 

It would be hard to find a more impressive vote of confidence in this 

project than the fact that investors such as these have decided to put large 

amounts of their own money into it. 

But their participation in the Karnaphuli project has implications ranging 

far beyond the project itself. For they -- like IFC, and like the other sponsors 

of Karnaphuli are investing not only in a paper mill, they are also making 

an investment in Pakistan, in the credit of the Pakistan economy, in the country 

itself. For, let me draw it to your attention, in this investment -- as in all 

IFC investments -- there is no governmental guarantee. This investment stands 

upon its own worth, and upon the viability, the productivity and the stability 

of the Pakistan economy. 



- 3 -

So it is my happy privilege to say to you that the investment we are 

making final here today is one in which you can and should take special pride, 

because, in the participation of the international banking community whose 

representatives came here today to pledge private funds to Karnaphuli, you have 

before you an indication of confidence in you, in the economy of which you are 

members, and in the nation that economy supports. 

The widespread, and large-scale, support this investment has attracted 

from so many of the world's major private international financial institutions 

is, to me, perhaps the most significant aspect of it, for the long term. 

But there are many other tmportant facets of the international agreement 

which we came to Dacca to sign, and I would like to touch at least briefly on 

a few of them. 

Several of Pakistan's principal long-term development objectives are 

involved in the expansion of Pakistan's paper industry that we are initiating 

today. 

A major goal of the industrial program incorporated in Pakistan's current 

Five-Year Plan is more intensive use of existing industries. The expansion and 

modernization of the Karnaphuli paper plant will increase Karnaphuli's paper 

making capacity by some 50 per cent -- an additional 11,000 tons of kraft paper 

and paperboard and 6,000 tons of printing and writing papers annually. This 

will not only be a major step towards meeting consumer demand for paper product~ 

in Pakistan, which is increasing year by year. It is also significant that soroL 

of the consumers that will benefit from the additional paper production are 

Pakistan's export industries. 
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This expansion of the Pakistan paper industry will also result in a 

saving of foreign exchange, estimated at over $2 million a year. 

The Karnaphuli Paper Mills expansion will accelerate the tempo of develop­

ment in East Pakistan. It will make use of one of the most valuable resources 

of East Pakistan, its forest products. At the same time, these forest reserves 

will be further developed as a result of this project, through a program to 

perpetuate the supplies found here of the bamboo and hardwoods to be utilized 

by Karnaphuli. 

There are many other important local effects: much of the construction 

called for by the project will be carried out by local construction firms; the 

project will mean new jobs and additional income for those who will bring raw 

materials to the mill site, and the movement of the finished products will 

increase activity at the port of Chittagong. 

But, in the end, perhaps the most basic contribution of this project to 

the Pakistan economy will be the addition it will make to East Pakistan's 

reservoir of skilled workers, for continued industrial progress depends upon 

the development of a skilled work force and expansion of the number of ex­

perienced and able managers. 

The Karnaphuli project is IFC's ninth in Pakistan. Our interest in 

Pakistan, as evidenced by our investments, goes back almost to our earliest 

days, for in 1958 we helped to finance Steel Corporation of Pakistan, at Karach~ . 

That same year, IFC provided part of the funds for the Adamjee Industries, a 

cotton textile mill in Karachi. In 1961, IFC put one of its largest early 

investments -- $4 million -- into Ismail Cement Industries, at Garibwal, and 

~ince then '~e have made a second commitment to this company, raising our total 

investment in it to over $5-1/2 million. In June 1963, IFC joined in the 
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financing of Pakistan's very important development bank, Pakistan Industrial 

Credit and Investment Corporation. It is a source of pride to us that PIC!C is 

today a fellow investor with IFC in the financing of Karnaphuli's expansion. 

In 1965 we made two further investments in the Pakistan private sector, 

in Creseent Jute Products at Jaranwalla and in Packages, Limited, of Lahore. 

In 1967 IFC put more than $5 million into another Pakistan paper company, 

Pakistan Paper Corporation, of Charsadda. 

The investment we came to Dacca to conclude is our second in Pakistan in 

half a year, for in July 1968 we joined with Dawood Hercules Chemicals, Limit.eri. 

:i.n the financing of a fertilizer plant near Lahore. 

Our involvement in Pakistan's economic future is thus considerable, and 

ranges over a wide area: steel, textiles, development banking, cement, paper 

and fertilizer. However, despite the diversity of IFC investment in Pakistan, 

we have tried by concentration of a large part of our efforts to help get up 

momentum in the development of two basic industries -- textiles and paper. 

Today's is our third investment in the building of a paper industry in Pakistan, 

and we have made two textiles investments. 

Let me also emphasize, and with satisfaction, that today, for the second 

time we join hands in Pakistan with Dawood Industries, the first occasion beioH 

as I have noted, last summer's fertilizer venture. 

Karnaphuli is the fifth invesbment to be made in Pakistan by IFC in 

association with PICIC. These joint investments by PICIC and the IFC now in­

clude paper, jute products manufacture, and cement production. PICIC' s vigor<.1p.s 

entrepreneurship and the development value of its investments in Pakistan 

~ndus try are a source of pride to the World Bank and IFC, which have played 

leading roles in PICIC's establishment and growth. 
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Let me also note, finally, that the Karnaphuli Paper Mill was one of the 

first ·p~ojects undertaken by the Government-sponsored Pakistan Industrial 

Development Corporation (PIDC), in order to promote th~ paper making industry 

in Pakistan. In 1954, with the growth of the capital market, and in line with 

the Government's policy of transferring industrial enterprises to private hands 

as rapidly as practicable, PIDC sold most of its shares to private investors 

in Pakistan. This "privatization" of Karnaphuli was completed five years later, 

when management of the mill was transferred to the Dawood Group which now has 

about half of Karnaphuli's outstanding shar~;, with the rest held by other 

private investors. 

In closing, I want to bring out another fact about the Karnaphuli invest-

ment that I have been saving: with its commitment to Karnaphuli, tFC has in-

vested more in Pakistan than it has in any other country of the Eastern 

Hemisphere. 

There have been few months in our 12-year history when we in IFC have net 

been occupied with one, and sometimes more than one, Pakistan development in-

vestment. We have come so often to Pakistan because it is our business to h~lp 

build up the private sector of developing countries, and in Pakistan we found 

conditions conducive to that work. The wide-ranging, and large-scale, 

participation by private investors in our share of the Karnaphuli financing 

to me, additional confirmation that we have been on the right track all al~ng ~ 

It is a track that we hope and expect to continue to follow, in East PakistHn 

as well as in the West Wing. 

11 11 11 
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In the all-too-brief period that I have been in East Pakistan, I have 

come to agree fully with the description of a traveler of many years ago who 

described your land, with its great forests, its mighty rivers and its tropical 

riches as a rhapsody in green. 

And, inadequate as my time here has been, I have nevertheless been re­

minded by the remarkable monuments left by your forerunners that there is here 

in East Pakistan an ancient tradition of excellence in the arts and crafts, 

renowned for over 2,000 years. Here, as in the rest of the world, there is a 

close relation of skills in the old arts and crafts, and the development of 

their modern counterparts, which are technical, scientific and business 

accomplishments. The dynamic private business community that flourishes here 

of which Karnaphuli Paper Mills, and its sponsor, Dawood Industries, are out­

standing examples, owe much to your ancient traditions in the arts and crafts. 

Karnaphuli Paper Mills is IFC's first investment in East Pakistan but we 

are looking forward to more investments in this area. I have spent the last few 

days, in the company of Pakistani industrial and financial leaders, looking at 

many interesting possibilities, some of which, I am sure, our combined efforts 

will bring to flower. 

One of the reasons I am so confident that we shall be doing more business 

in this area is to be found in the tremendous interest that private investo~s 

from a large part of the world have shown in Karnaphuli Paper Mills. I am 

pleased -- and I am also very proud -- to be able to bring it to your attention 

that we have been able to attract to tltis investment no less than seven 

financial institutions of worldwide reputation. They are the First National 

City Bank and its affiliate, First National City Overseas Investment Corporation, 
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and Bamerical International Financial Corporation, an investment affiliate of 

the Bank of America, both of the United States; the Kuwait Foreign Trading Con­

tracting and Investment Company; Commerzbank A.G., of Germany; National and 

Grindlays Bank Limited of Great Britain; Banca Nazionale del Lavoro of Italy, 

through a subsidiary; and Banque Francaise du Commerce Exterieur, of France. 

Representatives of most of these institutions are here today to sign for 

a portion of the investment by the International Finance Corporation in 

Karnaphuli Paper Mills. Together, their participation in the financing of this 

new project in Pakistan's paper industry amounts to nearly $3 million, or approx­

imately a sixth of the total cost of the project as it now stands. 

These financial institutions that have joined the Ka.rnaphuli investment 

group come from six countries, spanning North America, the Middle East and 

Europe. 

It would be hard to find a more impressive vote of confidence in this 

project than the fact that investors such as these have decided to put large 

amounts of their own money into it. 

But their participation in the Karnaphuli project has implications ranging 

far beyond the project itself. For they -- like IFC, and like the other sponsors 

of Karnaphuli are investing not only in a paper mill, they are also making 

an investment in Pakistan, in the credit of the Pakistan economy, in the country 

itself. For, let me draw it to your attention, in this investment -- as in all 

IFC investments -- there is no governmental guarantee. This investment stands 

upon its own worth, and upon the viability, the productivity and the stability 

of the Pakistan economy. 
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So it is my happy privilege to say to you that the investment we are 

making final here today is one in which you can and should take special pride, 

because, in the participation of the international banking community whose 

representatives came here today to pledge private funds to Karnaphuli, you have 

before you an indication of confidence in you, in the economy of which you are 

members, and in the nation that economy supports. 

The widespread, and large-scale, support this investment has attracted 

from so many of the world's major private international financial institutions 

is, to me, perl1aps the most significant aspect of it, for the long term. 

But there are many other important facets of the international agreement 

which we came to Dacca to sign, and I would like to touch at least briefly on 

a few of them. 

Several of Pakistan's principal long-term development objectives are 

involved in the expansion of Pakistan's paper industry that we are initiating 

today. 

A major goal of the industrial program incorporated in Pakistan's current 

Five-Year Plan is more intensive use of existing industries. The expansion and 

modernization of the Karnaphuli paper plant will increase Karnaphuli's paper 

making capacity by some 50 per cent -- an additional 11,000 tons of kraft paper 

and paperboard and 6,000 tons of printing and writing papers annually. This 

will not only be a major step towards meeting consumer demand for paper product~ 

in Pakistan, which is increasing year by year. It is also significant that SO'iH .. 

of the consumers that will benefit from the additional paper production are 

Pakistan's export industries. 
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This expansion of the Pakistan paper industry will also result in a 

saving of foreign exchange, estimated at over $2 million a year. 

The Karnaphuli Paper Mills expansion will accelerate the tempo of develop­

ment in East Pakistan. It will make use of one of the most valuable resources 

of East Pakistan, its forest products. At the same time, these forest reserves 

will be further developed as a result of this project, through a program to 

perpetuate the supplies found here of the bamboo and hardwoods to be utilized 

by Karnaphuli. 

There are many other important local effects: much of the construction 

called for by the project will be carried out by local construction firms; the 

proj~ct will mean new jobs and additional income for those who will bring raw 

materials to the mill site, and the movement of the finished products will 

increase activity at the port of Chittagong. 

But, in the end, perhaps the most basic contribution of this project to 

the Pakistan economy will be the addition it will make to East Pakistan's 

reservoir of skilled workers, for continued industrial progress depends upon 

the development of a skilled work force and expansion of the number of ex­

perienced and able managers. 

The Karnaphuli project is IFC's ninth in Pakistan. Our interest in 

Pakistan, as evidenced by our investments, goes back almost to our earliest 

days, for in 1958 we helped to finance Steel Corporation of Pakistan, at Karach~ . 

That same year, IFC provided part of the funds for the Adamjee Industries, a 

cotton textile mill in Karachi. In 1961, IFC put one of its largest early 

investments -- $4 million -- into Ismail Cement Industries, at Garibwal, and 

since then we have made a second commitment to this company, raising our total 

investment in it to over $5-1/2 million. In June 1963, IFC joined in the 
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financing of Pakistan's very important developn~nt bank, Pakistan Industrial 

Credit and Investment Corporation. It is a source of pride to us that PIC!C is 

today a fellow investor with IFC in the financing of Karnaphuli's expansion. 

In 1965 we made two further investments in the Pakistan private sector, 

in Crescent Jute Products at Jaranwalla and in Packages, Limited, of Lahore. 

In 1967 IFC put more than $5 million into another Pakistan paper company, 

Pakistan Paper Corporation, of Charsadda. 

The investment we came to Dacca to conclude is our second in Pakistan in 

half a year, for in July 1968 we joined with Dawood Hercules Chemicals, Limiteri~ 

in the financing of a fertilizer plant near Lahore. 

Our involvement in Pakistan's economic future is thus considerable, and 

ranges over a wide area: steel, textiles, development banking, cement, paper 

and fertilizer. However, despite the diversity of IFC investment in Pakistan, 

we have tried by concentration of a large part of our efforts to help get up 

momentum in the development of two basic industries -- textiles and paper. 

Today's is our third investment in the building of a paper industry in Pakistan, 

and we have made two textiles investments. 

Let me also emphasize, and with satisfaction, that today, for the second 

time we join hands in Pakistan with Dawood Industries, the first occasion beio }~~ 

as I have noted, last summer's fertilizer venture. 

Karnaphuli is the fifth investment to be made in Pakistan by IFC in 

association with PICIC. These joint investments by PICIC and the IFC now in­

clude paper, jute products manufacture, and cement production. PICIC's vigorops 

entrepreneurship and the development value of its investments in Pakistan 

~ndustry are a source of pride to the World Bank and IFC, which have played 

.teading roles in PICIC' s establishment and growth. 
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Let me also note, finally, that the Karnaphuli Paper Mill was one of the 

first · p~ojects undertaken by the Government-sponsored Pakistan Industrial 

Development Corporation (PIDC), in order to promote th~ paper making industry 

in Pakistan. In 1954, with the growth of the capital market, and in line with 

the Government's policy of transferring industrial enterprises to private hands 

as rapidly as practicable, PIDC sold most of its shares to private investors 

in Pakistan. This "privatization" of Karnaphuli was completed five years latet", 

when management of the mill was transferred to the Dawood Group which now has 

about half of Karnaphuli's outstanding shareg, with the rest held by other 

private investors. 

In closing, I want to bring out another fact about the Karnaphuli invest­

ment that I have been saving: with its commitment to Karnaphuli, tFC has in­

vested more in Pakistan than it has in any other country of the Eastern 

Hemisphere. 

There have been few months in our 12-year history when we in IFC have net 

been occupied with one, and sometimes more than one, Pakistan development in• 

vestment. We have come so often to Pakistan because it is our business to h~lp 

build up the private sector of developing countries, and in Pakistan we found 

conditions conducive to that work. The wide-ranging, and large-scale, 

participation by private investors in our share of the Karnaphuli financing ·~~ ~ 

to me, additional confirmation that we have been on the right track all al~ng ~ 

It is a track that we hope and expect to continue to follow, in East Pakistan 

as well as in the West Wing. 
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1. IFC background, origins and purposes. 

2. The record through end of calendar 1968. 

Membership 90 countries, total subscriptions $102.4 million 
(since then China joined, raising members to 91) 

Subscribed capital -- $102.4 million (since end 1968, China 
joined making , . subscriptions . 
$106.5 m·illi.on) 
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IFC's ·capital $106 million subscriptions 
$400 million Bank loan 

Replenishment of capital: Sales of commitments -- $88 million 
(Includes acquisition by others of securities covered by 
standby and underwriting commitments, in the amount of 
$26,1 million and lgan§ ana ·@quity gold@ aar@od to b 
sold of $61.7 million) 

Repayments to IFC: $23.3 million 

Total replenishment: $111 million 

Profits and earnings (put in reserve against losses): $45 million 

Investments 

Through calendar 1968 IFC made 162 commitments (including 
supplementals) in operational investments totaling $253 million 
and standby and underwriting commitments of $36 million, for a 
total of $289 million, and disbursed just under $190 million. 

Commitments include: Manufacturing ••.•••• $241 million 
Electricity supply •• 12 II 

Tourism 6 n ............ 
Agriculture 2 " ........ 
Storage. & ware-

housing 1 " .......... 
DFCs 27 II ............... 

$289 million 

Financial Record .. ' 

We have closed out 30 investments, two (Durisol de Peru and 
Rubbertex, Australia) of them loss situations, for an average 
annual return on closed out investments of 11.1 per cent (including 
both loan and equity). 

1968. 
, ~eturn on portfolio was~ per cent through fiscal 

r. · 

. '•' "" -
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Diversity of IFC Experience 

IFC has helped finance 122 companies, in 39 countries. 

This includes assistance to .13 firms, in 10 less developed 
countr i es in 1.6 underwritings (or standbys) where we committed 
$36 million. 

In the1 course of this work: 

and 

IFC has become associated with some 300 firms, as 
partners in joint ventures, 

with 25 partners in underwriting or standby agreements. 

Investments cover most of the industrial spectrum: 

heavy electrical equipment manufacture, electric 
utilities, aircraft maintenance, copper mining, 
lumber milling, pulp and paper manufacture, man­
ufacturing of steel, cement, fertilizer, building 
materials, refractory materials, sugar, rubber 
products, cans, furniture, pumps, automotive com­
ponents, ball bearings, machinery, textiles, phar­
maceuticals, paperboard and boxes, synthetic fibers, 
and caustic soda, and jute milling and food 
processing. 

In addition, we have gone into the services, including 
hotels and, in Kenya, game lodges, to assist the growth of 
tourism, as well as warehousing and, in agriculture, live­
stock production. 

The underwriting or standby commitments IFC has entered into 
have helped firms in steelmaking and seamless tube manufacturing 
in Mexico; steel forging in Colombia; concrete products in Costa 
Rica; pulp and paper, and sugar in Ethiopia; metal cans and 
animal feed in Venezuela; and development finance companies in 
Finland, Liberia, Malaysia, Nigeria and the Philippines. · 

: .... 

!. • I .. 
I J I ~; '- ; • 

.. . : . ... 
.. ~ l .. 

r ·,· j • , 
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The investment groups that finance the ventures in which we 
are associated are often large and complex, because they package 
together the whole range of skills and resources required to get 
a modern business going. 

Examples: A $60 million copper mining venture for which 
we omm •t t ·d $20 mill i on l ao t yoar , in Mauritnnin . 

Here the investment group was headed by Charters Consolidated 
of London, an Anglo-American subsidiary, and it also included, 
in addition to IFC, as shareholders, theGovernment of Mauritania 
and four French firms, Societe Miniere et Metallurgique de Penarroya, 
Bureau de Recherches Geologique et Minieres, Banque de Paris et 
des Pays-Bas, and Compagnie Financiere pour l'Outre-Mer, and three 
lenders other than IFC, European Investment Bank Credit Lyonnais 
and Banque Internationale pour l'Afrique Occidentale. 

Second -- A $22 million development bank in Korea -- the 
first thing of its kind in that country. IFC put up only a 
relatively small amount of money -- less than $1 million -­
and our chief contribution was the help we give in assembling 
the investment group. · 

The shareholders in the Korea Development Finance Corporation 
included the Federation of Korean Industries, most of Korea's 
conwercial banks and most of Korea's insurance companies, and the 
Bank of America, First National City Overseas Investment Corpora­
tion, Irving International Financing Corporation, United California 
Bank International, Banca Commerciale Italiana, The Chartered 
Bank (U.K.), Deutsche Bank A.G., Industrial Bank of Japan, Bank 
of Tokyo Ltd. and IFC, plus the Korean Government, the World Bank 
and u.s. AID as lenders. 

The IFC joint venture often has a long "reach" 

Examples: 

Arewa Textiles in Nigeria, in which Japanese textile firms 
are sponsors, or, four German firms in Pakistan Paper Corporation, 
or, Pan American's Intercontinental Hotels Corporation in Kenya 
Hotel Properties, the hotel and game lodge tourism venture that 
I mentioned previously. 

-- Doing business of many kinds in many places has required 
us to develop a wide range of information about the sources of 
finance, their individual inte~ests and requirements, how to work 
with them and the different bases upon which funds can be delivered 
to projects. We have also, by necessity, had to develop a legal 
staff capable of drawing up viable agreements under the whole range 
of leg~l systems and many different specific laws. 

! I ' 

. ~ • a. . 
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IFC's Criteria and their flexible application: 

The diversity of IFC operations has led us to a modest and 
flexible view of the use of our criteria. 

Flexibility is imposed also by the fact that the developing 
world is not one. 

Thus, we avoid rigid concepts. 

Nevertheless, we have criteria, and chief among them are: 

we invest only in less developed member countries, 

where sufficient private capital is not available 
on reasonable terms, 

in projects of economic priority to the developing 
country, 

where there is a reasonable prospect of profits com­
mens~rate with the risk, and 

where IFC is needed and can make a constructive con­
tribution. 

A further basic operational rule is: 

in financing a project in a developing country, the 
most effective structure is one in which local finance 
and management is combined with foreign finance and 
management. 

We are very firm, if not rigid, about at least one thing -­
the importance of satisfactory management. 

Example: 

The Cotton Company of Ethiopia was Ethiopia's first cotton 
textile producer and was a pioneer in introducing locally made 
textile goods in the face of strong competition from imported 
products, principally from India and Japan. 

In 1961, local competition developed to an extent unforeseen 
by existing management, and the company deteriorated rapidly. 
Declining sales, rising co~ts ~nd shrinking profits resulted, 
in the eight months ended May 1963, in a loss. 
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The company decided that the cure would be found in modern­
ization of its plant and upgrading of management. With Fuji 
Spinning Company Limited and Marubeni-Iida Company Limited of 
Japan as sponsors, the company undertook to modernize, to expand 
its finishing facilities, and to construct a new plant equipped 
with 12,000 spindles and 400 looms adjacent to the existing 
plant. The total cost of the project, including provision for 
permanent working capital, was estimated at approximately $5.4 
million. 

IFC came into the project to fill a financing gap. The 
project was not viable unless ·reorganized on a large scale, and 
funds to finance it on that scale could not be found without 
our presence. 

The two Japanese companies acquired 30 per cent of the 
company's share capital, for an investment of $1.65 million. 
IFC made a loan of $1.5 million and subscribed to 20 per cent 
of the shares. The IFC equity investment amounted to slightly 
over $1 million. Ethiopian private investors and a holding 
company in which the Ethiopian Government had a substantial 
interest held the remainder of the company's shares. 

The two Japanese companies provided vigorous management and 
technical assistance, and they also undertook to provide training 
for Ethiopian staff, both in Ethiopia and in Japan. 

The modernization and expansion program was completed in 
1966. The Japanese management has been successful in controling 
costs and achieving new operating efficiencies. Since the com­
pletion of the program, the company's production has doubled 
and its profits have increased from $102,000 to $1.7 million 
per annum. High earnings, and very satisfactory dividends are 
now expected to continue. 

Strong belief that the foreign partner should take an equity 
stake in the venture, so that it will get the rewards of success 
and suffer the losses of failure. We are reluctant, at least, 
to proceed where this is not the case, and where we have done so, 
experience has indicated that it is a good rule to require the 
foreign partner to be a substantial owner of the business. 

We want a private local partner also. 
I • J ~ ol ' 1 t. 

But this is not always 'possible. 

Example: Somima, in Mauritania. 

. t ' 
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We will accept the Government where necessary, but we insist 
that the venture be predominantly privately owned, with the Govern­
ment interest not exceeding 25 per cent. 

We believe in flexibility in the way foreign partners put 
their money into a project •• example -~ the subordinated share• 
holders loan, in Somima. 

We do not believe in formula banking. 

Diversification of IFC investments into utilities, tourism, 
storage and warehousing, and agriculture. 

Tourism investments: 

Kenya Hotel Properties 
Kingston Pegasus 
Camino Real, in El Salvador 
Hoturismo in Colombia. 

IFC's new promotional policy. 

Hoturismo. 

Olancha (Copina) (Campania Pino Celulosa de Centro America, 
S.A., signed February 4. 

Indonesia. 

The underwriting approach to the problems of developing the 
private sector in the less developed countries. 

Example: Fundidora 

Four times, for a total of $44 million commitments 
IFC equity now $1.4 million 

Those associated with IFC in underwritings include: 

Bamerical International Financial Corporation, subsidiary of 
Bank of America N.T. & S.A.; Banca Commerciale Italiana, Rome; 
Credito Bursatil, Mexico City; Kuhn, Loeb & Company Incorporated, 
New York; Lehman Brothers, New York and Morgan Guaranty Inter­
national Finance Cor~oration. 

r. · 
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IFC is not in the business of trying to persuade private 
investors that they have a moral duty to go forth and invest 
in the less developed countries. 

On the contrary, IFC works in that area of transactions 
that satisfy both the criteria of th~ boardroom and of the 
planning chamber. 

By that, I mean-- where the private investor is concerned 
investments that have a reasonable promise of yielding profits 
to the private investor commensurate with the risks involved 
and with the cost of capital and the costs of executive talent 
and the costs of developing technology. 

The project must also be one that yields public profits 
satisfactory to the planner looking for profits in terms of 
net growth of his economy. These profits are just as real as 
the money profits looked for by the private investor, and, 
what is very important, public profits are entirely commen­
surate with private profits. The public profits show up in 
such terms as . increased real national income of the country 
involved, higher employment, increased production of useful 
and wanted goods and services, increased savings, and savings 
or earnings of foreign exchange. 

These, precisely, are what a sound, profit making invest­
ment will do anywhere. 

# 

) 
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ECONOMIC DEVELOPMENT, PRIVATE FINANCE 
AND THE INTERNATIONAL FINANCE CORPORATION 

Martin M. Rosen 

[The International Finance Corporation stimulates the flow of invest­
ment funds to developing member countries by joining in the financ­
ing of appropriate ventures. Increasingly it is evolving more com­
plex deals, and looks toward the development of truly multi-national 
corporations. ] 

0ne of the important facts about the future of eco­
nomic development is that in many places much of the 
hope for further progress must now be based on in­
creased private investment. The major providers of 
publicly financed assistance are restraining, some 
of them reducing, their aid to the developing coun­
tries. If we go back a decade, in the five years 1958 
through 1962, assistance provided by the governments 
that are members of the Development Assistance 
Committee [most of West Europe, United States, 
Canada, Japan] rose by just over 36 percent. In the 
most recent five years the increase was less than 
half as much-15 percent. In many countries, there 
are international payments problems that inhibit flows 
of governmental funds abroad. 

These factors create a tendency for greater reli­
ance to be placed on private enterprise in keeping up 
the flow of capital to the developing countries. But 
even without such impediments, there would currently 
be a call for substantially increased participation by 
the business community in the development effort. 
During the past two decades, funds supplied by govern­
ments and intergovernmental agencies have been used 

Mr. Rosen is Executive Vice President 
of the International Finance Corporation, 
World Bank Group, Washington, D. C. 
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1. Establishment of and firm adherence to a national devel-
opment program. 

2. Favorable terms for the transfer of profits and repatria-
tion of capital. / 
Non-discrimination against foreign ownership an I control. 
Equality of treatment with domestic enterprise . 
Freedom from detailed or burdensome regula : ons or or­

nization ownership and management. 

It is signifi nt to discover that only two of these tems were in­
cluded by mos of the twenty governments in the' r evaluation of 
the five most im rtant incentives they offer t the foreign inve s­
tor: 

1. Tax relief offere to new enterprise . 
2. Equality of t:reatme 
3. Progressive domestic imate. 
4. Transfer of profits and re 
5 . Government-sponsored cred1 

[ Excerpte from The Foreign Investment 
Decision rocess. Boston (Ma~s$. ): 
Divisio of Research, Graduate Sche. l of 
Busine s Administration, Harvard Uni­
versit , 1966. Chapter 9, pp. 221-231 
and 4-238. Reprinted with Permission.] 
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to make many fundamental improvements in the infrastructure of the 
developing lands. In many areas, electric power dams have been 
built, roads and other communications improved, education broad­
ened, the health of the labor force strengthened, and irrigation and 
other basic improvements have been made to agriculture. Economic 
growth must in the future stagnate in such places unless upon this 
new infrastructure there is now built a superstructure of facilities 
for the production of useful and needed goods and ser.vices. By its 
nature, Phase One of development work is financed, as, indeed, in­
frastructure building has almost always been financed, out of the 
public purse. Just as surely, Phase Two, which is the building of 
productive enterprise upon the underlying infrastructure grid, is 
typically, and best, financed and managed by the private sector. It 
is in this context that we in the International Finance Corporation 
(IFC) look forward to substantially expanded opportunity for sound 
investment of private capital over the entire range of useful private 
enterprise in the less-developed countries. 

Chief among the criteria for our investments are the following 
basic rules: we invest in the less developed of our member coun­
tries, where sufficient private capital is not available on reasonable 
terms; we invest in projects of economic priority to the host coun­
try, and where there is a reasonably prospect of profitability ap­
propriate to the risks b ing taken; and we invest where IFC is 
needed and can make a constructive contribution. Experience has 
led us to a further basic rule: in financing enterprises in the devel­
oping countries, the most effective structure is one in which local 
finance and management is combined with foreign finance and man­
agement. 

I am stressing here the importance we assign to flexibility in ap­
plying basic criteria. But we believe there is no room for flexibility 
in the matter of competent management. The need for sound man­
agement will not be overcome by any amount of finance, nor by a 
rich market, abundant and cheap materials, good labor supply, good 
location, and so forth: bad managers can easily overcome any of 
these advantages, and some are versatile enough to overcome them 
all. On the other hand, good management can surmount consider­
able difficulties, when the basic situation is viable. 

Many proposals come to us in which a foreign know-how partner 
is willing to undertake management responsibilities, but is not also 
willing to take an equity stake in the venture. Our attitude to such 
a proposal is negative. It is simply our experience that you get 
better management performance when those responsible for it get 
the rewards for success and suffer the losses of failure. I know 
there is difference of opinion in this matter. We would not abso­
lutely rule out the consideration of a proposition not involving equity 
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participation by the foreign management sponsor, and we have made 
such commitments on this basis. But we are very reluctant to pro­
ceed where the know-how partner does not make an equity investment. 

We prefer also that there be a local private partner in the venture 
who, like the foreign entrepreneur, should have an equity stake in the 
joint venture. However, there are cases in the developing countries 
where this simply is not possible. One case was · the $60 million cop­
per mining project in Mauritania, to which IFC committed $20 million 
last May. The private sector in Mauritania does not yet have the 
capital, or the management capacity, to enter into such a venture, 
so we departed from the rule here rather than let the project fall 
through. The Mauritanian Government became a shareholder, rep­
resenting the local interest, in a financial plan in which the largest 
shareholder, and the management sponsor, was Charter Consoli­
dated of London; other share capital was provided by IFC and four 
French companies. Where necessary or desirable we will accept a 
government directly or through governmental agencies as a share­
holder, but we do not want to be the largest shareholder and we in­
sist that the company be predominantly private. The governmental 
interest should be no more than 25 percent. 

Most IFC investments are in manufacturing industries. But in the 
last few years, we have also committed funds to services-including 
utilities, tourism, storage and warehousing facilities -and to agri­
culture. We are diversifying, and we stand ready to consider in­
vestment in virtually any type of productive private enterprise that 
is of economic priority in the developing countries and which has 
good prospects of profitability. We are steadily diversifying geo­
graphically, investing in new countries; at the end of fiscal 1968, 
commitments in Asia totaled 24 percent of IFC' s cumulative invest­
ments, those in Africa 22 percent, Latin America 48 percent, 
Europe and Oceania 6 percent. Last year, over half our new com­
mitments went to Africa. 

New Role 

In the conditions surrounding investment in the developing coun­
tries, potentially sound investments may not get out of the planning 
stages for many reasons other than lack of finance. Consequently, 
promotion of prospective investments into reality has always been 
part of our job, and we have given this help in the . form of a wide 
range of advice and technical help. Last July, we decided to take on 
a more promotional role. In those cases in which we feel that good 
projects suitable for IFC financing could be developed, but where 
they are not moving forward because of the absence of an industrial 
sponsor committed to the project, IFC would act as a banque d'af­
faires. We would provide limited amounts of money for the costs of 
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putting a deal together, including some of the costs of feasibility 
studies. If the project goes forward, IFC' s expenses on behalf of 
its promotion would be capitalized as part of our investment in the 
new venture. 

We have also decided that as part of this promotional activity we 
could join in the equity of pilot companies, together with other mem­
bers of an investment group interested in backing one prospective 
full scale company. This embryo company would then carry out the 
necessary detailed studies and negotiations needed to implement the 
project. If the project proceeds, the equity investors in the pilot 
company would be reimbursed, usually by having an investment in 
the full scale company. We have already started activity in this 
area, and we have agreed to join pilot companies in Honduras 
and in Colombia, and we are engaged in the banque d 1 affaire s role 
in Indonesia. 

A Look Toward the Future 

The future of development seems marked not only with the gen­
eral need for increased participation by private capital that I have 
already mentioned, but some of the more promising possibilities 
would appear to hinge altogether on production and management 
know-how, on access to scattered resources, and on the marketing 
abilities, that reside only in the private sector. Over the past few 
years, we have been sharpening the skills IFC will need to give as­
sistance to development investments that combine the high technol­
ogy and the multinational management skills with the financial re­
sources and the intergovernmental knowledge that the modern 
investment requires. We have been gearing up to meet these tests 
by increasing the size of our investments, by helping to bring to­
gether increasingly complex investment groups and, perhaps most 
important, by development of a growing range of flexible responses 
to widely varying development investment situations. 

Another important element is the growth of the multinational-as 
distinguished from the merely international-corporation, that seems 
to me to be one of the current trends with the strangest implications 
for the future of economic development. This new type of company 
operates not merely as marketer in one place of goods produced 
elsewhere. On the contrary, it operates on a truly integrated basis, 
with responsibiliti"es to shareholders both where it produces and 
where it markets. Investment carried on in this way gets away from 
the disadvantages of the dichotomies of developed-less developed, 
the agricultural-industrial, the great and the small, so burdened 
with the past. It becomes a viable business procedure standing 
squarely upon the best assurance that the entrepreneur has ever had: 
the profit motive. Such a business is multinational, in the sense 
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that it is not merely present in more than one country, but that it is 
part and parcel of more than one country. 

It is in the creation and promotion of this sort of multinational 
joint venture that I see an important future for the work both of the 
International Chamber of Commerce (ICC) and the IFC. IFC is a 
multinational investor par excellence. ICC is an international or­
ganization that would be highly important for the future if it did 
nothing more than to bring together the international corporations 
that make up its membership. The task forces that you in the ICC 
have at work indicate that you are engaged in the serious business 
of working out the legal and institutional bases for the operations of 
the multinational corporation. IFC, meanwhile, is practicing the 
art of putting together, out of the materials of existing multinational 
and international corporations, in combination with national enter­
prises in the developing countries, new enterprises that start life as 
multinational companies. 

[Excerpted from a speech presented to 
the International Council of the Interna­
tional Chamber of Commerce, Paris, 
4 December 1968, pp. 3-15.] 

EDITOR'S NOTE: Facts about the International Finance Corporation 

As of December 31, 1968, the IFC had committed $289 million of 
its own funds to 123 private enterprises in 39 countries, of which 
$196 million had been disbursed. Other investors had put well over 
$1 billion into these projects; in many cases IFC' s contribution had 
closed a gap in the available financing of a project, making possible 
what might otherwise have been unattainable. IFC initial commit­
ments range from $500, 000 to $20 million, except for its commit­
ments for promotional costs where the upper limit is $50, 000. All 
its investments are made in association with private business. IFC 
finances specific projects, but does not engage in direct financing of 
imports or exports. In addition to mobilizing capital for new ven­
tures, IFC also sells off its investments to private buyers when op­
portune. Of the Corporation's gross commitments of $289 million, 
about $120 million have been sold to other investors; the 30 invest­
ments so far closed out by IFC have yielded an annual average return 
of 11. 1 percent. 

116 



117 

Three plants financed by 
the International Finance 
Corporation: 

Top: Fertilizer factory 
in Senegal; 

Left:· Che.mical pulp 
plant in Chile; 

Bottom: Steel Mill in 
Brazil. 

(Photos: World Bank) 



NEW APPRO CHES TO PRIVATE OVERSEAS 
INVESTMENT OR DEVELOPMENT 

""" Paul Streeten 

[Changed condition 
proache s to foreign 
of loans and equity, 

since the 19th century call for fle ible ap­
rivate investment. Joint ventures, mixtures 

d other aspects may help avoid fficulties. J 

ur present thinking nd many of our insti­
tutions are s ill dominated by n e, experience and the 
doctrines oft e 19th century, a dare therefore ill­
adapted to the !together dif e ent circumstances and 
needs of the se ond half o~ 20th. There are a 
number of featu s whic · stinguish modern private 
foreign investme t fro that in the last century, 
some of which hav be elaborated by Professor 

First, whereas n the 19th century 70 percent of 
world foreign inv stm nt took the form of bonds and 
only 30 percent at of quity, today bond investment 
is very small " d disreg rding trade credits the ma­
jority is in e ty. This i plies that the rates of re­
turn and the ervices rende d have changed. 
Whereas e ty investment ca ies a yield of 15-25 
percent b re tax, and 10-15 p rcent after tax, fixed 
interest · vestment in spite of cu rent high levels of 
interes ates yields only 7 percen . [Note: If long 
term ortization is included alon with interest, the 

payments by borrowers are bout the same 
s 10-15 percent annual equity rnings.] The 

Mr. Streeten is arden of Queen Elizabeth 
House and Dire or of the Institute of 
Commonwealth Studies, Oxford University, 
England. 
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(Salutations) 
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It is good to be back in. the Republic Ot China after an ·all-too-

. · · . ~,.,.. .... long absence of eight ·years. It is good because, here in this room, 
• ' , .~ .... / . 

and in the many heart1.;arining welcomes that have so graciously been 

:.,.c ... ~ •. : . ,, . 

extended to me since my arrival yesterday, I have been fortunate to 

have encountered many old friends, and I have been honqre4 to find 

•'. 

so ~ new friends among the Chinese. . ... . ·• .• :· i 

To meet old friends again, to make new ones, to see again sights 

long remembered, those are good and sufficient ·reasQns for my visit. 

But there is ·another, and very importan~·, reason for lny being here, · 

;' . . 

I o I \~ o 

I ,, 

. ·:· , 

-~ ' •. . . 

., 
' . ,· ,. • . 

,' : .. 
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in this occasion. This is, that the Republic of China has no".l bccor,1c 

a memb~~ .pf the International Finance Corporation, and the fundamental 

purpose of my visit is the pleasant ona of w~lcomin" you, aG the 9lst 

,, ' ' t'' 

memb,er of IFC' s family of nations. . . I ' 

And so permit me -- even as a guest -- to say to:'• you: 

Please accept our warm and hearty welcome. Please lmo-vt that we 

are proud for you to be a member of our family. 

I a.m. sure that you would understand if I went no further tha.'"l to 

convey to you in this very simple ·and sincere manner ~he fact that we 

are both proud and pleased to have the Republic of China as .. one of ou.r 

worldwide family of nations, to add the historic talent and industry 

of the Chinese to the capabilities available to us in the task of 

helping to achieve sound and lasting economic growth in all our member 

countries. 

But there is more to be · said, for the fact that the Republic of 

China has seen fit to join IFC has a special significance in terms of 

the Republic's , ~conomic growth ~ development. · 

. . . . :.· .· 
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This significance lies in tho fact t~at, in proposing that the 

Rcpu?lic of Chir~ should become · an IFC member state, your Goverrimont 

',' '. 
't~o.s makinG a determination that China.· should strengthen its ties 

with the private sector of/ the world econo~. 

... 
, ... 

,I I 

I w~1t ·to return· to the subject of the links betwoen your economic 

development and privata investment, .but I would like to e.--nphasize, as 

part of my very warra welcome to the Republic of China into the IFC, my 

feeling that your Government has acted with a good sense of timing, 

and has made a wise assessment qf the .future, in extending at this 
:·; · ..... ~,, · 

time the country's membership in the World Bank qroup to the International 

Finance Corporati6~. It is an action that signals to the world China's 

desire for increased emphasis upon private investment, both domestic and 

foreign. At the same tim.a it gives useful encouragement to China's 

' industrialists and. financial community to look increasingly to the 

private sector J at home and abroad, ·for the f~ncial, technical and 

. ... '' . ,, .. .. ' 

I ',. ... o I ,• o' o ' • 

I 
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mnar;crio..l partners they need for many new and expanded productivo 

cntcrp~~s.cs in Taiwo..n 1 s private sector. 

Let mo also stress before my remarks have proceeded ~ turther, 

,, ' .... 
a~qther point on which I want to extend my congratu:lations to your 

Government. This is the fact a fact that is very important to me~ 

as one whose job it is to encourag~.private investors from abroad to 

put their resources into the Republic of .China -- that the Republic 

makes domestio , . · foreign and privata investment welco:ne, in the .form. of 

a nstatute for Encouragement of Investment. 11 The· protection this law 

gives to the: integrity of capital, · and the assurance it gives that 

investors . in your economy from abroad can realize the return their~~-

vestments earn, are consistent with the fact that your new plan for 

economic growth, announced February 26, places stress on further 

improvement in the investment climate .. on Taiwan, to attract · capit~ . 
... ' 

• , ,l 

and encourage savings on the island· •.. : Your Government is indeed to · be 
•,'•::· ,.' \',. 

• ' : • • ' I I ' . ~· . • ' . 

. . ' . . 
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· ~ •") ............ ' 1ecd o~ly look about to see ~~c cvide~ces o~ rc~lly ext~~ -

ordin~ry progress in _that ti~e . Indeed, the visitor to your ccu~try 

t:"!e Pep-c.blic of China has bcco~.e k:."lO'\·/n to the rest of the ~-1orld es 

a nation th~t is m~king a success of eco~o~ic 

When that great part of t: e vJo:r.-ld that is relatively less 

cevelop8d econonicaily d~scussed, znd when are sought to 

s:-::ow thc::i.: efforts fro .• 0:.1tside to help nations .:tdvance economically 

c c..::. be st.:ccessful, it has become o. habit to citG Chin.:1 • 

.:..~evcrt!1eless, it is heartening to see, first har.d as I am nmv doing , 
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ur .. mistakeablo signs of the gains you have ra.ade in the past decade: 

th~ vastly chanaed face -of Taipei, your improved transportation, new 

power plants, and new factories using the new energy resources to 
' ' I ~ tt I 

malce' ' thc building materials, consumer goods and the agricultural 

inputs by lvhich the lives of your people are bettered; ships in you:r 

ports picking up your_ produc_ts to sell around the · world, and delivering 

foreign made products -- bought with the proceeds of your exports 

that you need to continue your progress, and -- something that comes 
'""- ..... . ~,_; 

, in through the skin of the traveller -- a sense of pride and achieve-

me.."'l.t on the part ~f the people, that is perhaps .the best augury of 

all for the future. 

When I was last here, yours . was still an essentially ag-.cicul tural 

economy, and one still heavily dependent for its continued progress on 

.. ~- : ... .. ' .. 
• -=· ... ••·.· •. 

outside help. ,· .... '' 
._, 

Now, although the Republic continues __ .;-f?o _r~ceive substan~ial outside 
:' . 

• I ' ·. . • . : · I ':I· 

assistance from oth~·~'::·~·~Ur:~.-es ~ ;the R~pU:~io .;- l:ia~ ·.: moveci' up : -~9 ,:_ ~ . econorllic 
• .• : : ' .. · . . , ·.; . :}.:. ' .' . • • j' • . • . :·/ :· • • : ~- ' :'. .... 0 • 

' :' • ~' ' ' { jl ': I •', ,. I'' o I' • ' ' t • o ~. ' 

. :·· 1 .. ' . ... ' . •. ::?(.11·( <; 

.... ~ . 

•• ,t 

\ ! 

I 'o ; ·. :, ... . ; .. • ;' '•,• 

t ' • '~·. • : ' .! • 

.. ·: .: 
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coudition in which U.S. economic assistance has been phased out. 

Ftu~hor, tod~y, Chi~~ earns moro from tho production of an cncoura~lngly 
\\' '. 

,, 

1-rldo ranee of m.o.nufacturos, such as fabrics and clothing., processed 

foods~ elec't·;ical appliances, cement, chemicals., plywood, electronic 
,., 

items and machinery than it docs from the proceeds of Taiwan's 
'· 

traditional basic products, rice, sugar, bananas and timber. 

Your Fifth Four Year Plan calls for a · steady rise along this path 

of simultaneous expansion and improvement of your' economy. Confidence 

that you will achieve the goals set in the Fifth Plan is reinforced 

by the fact that you have been exc~eding your t,argets during the 

Fourth Plan years. I am informed that ·Gross National Product, per 

capita income, agricultural product, and -- most of all -- industrial 

production, have been rising well above the substantial goals that 

were set for them. 

There ~e, to be sure, some bottlenecks and difficulties to be 

negotiated. The need for more railroad and road transport is still 
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considerable. Bott0r harbor facilities are needed. There is a con-

\\I ', 

tinuing need for more power, despite laree gains in this area. And 

there is a need for more skilled, labor to man further industrial pro-
•• I 

.·• 
I 

gress. Further, Taiwan 1s shortage of arable land makes it difficult 

to continue improving the agricultural base of t~e economy. But 

allocation of r·esources to correct the.se imbalances has already been 

going on. .And the forthcoming Fifth Plan places primary emphasis 

upon manufacturing, power and transpor-tation. It also ' aims to get 

around the land shortage by, in effect, "i'inding 11 land through the 

process of increasing the productivity of ·land already in use. 

}~ interesting implications can be drawn from this progress 

and the plans for continuing it.\ I want only to make two points. 

The first of these is that the Republic of China is a pacesetter 

even among the small group of developing countries that have become 

lmo-vm as "sprinters n, because they have GNP gro-v;th .rates of . more than 

5 per cent a year. The Republic ·of China has been averaging about 

twice that growth. 

' · 
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The second point grows out of the first. This is that the a~ount> 

.£uture your continued progress is going to depend increasingly up~n 

qu.:Llitativc improvements in your economy. 

By and large, that means changes in the direction of higher pro-
~ . 

ductivity. lvage rates in the Republic of China indicate th~t you 

still have abundant labor, and labor intensive i~vestments are there-

fore still appropriate. But it: is 
~ 0'" !;IJ' • 

the uistory of industrial develop-
. ' 

ment that employment rises most i11 industries where productivity 

, 
rises r.10st, because rising product~vity makes for lower costs, com-

petitive prices, and growing sales. , Consequently, aven though for the 

short run, here on Taiwan, you continue to use labor intensive invest-

mants, for the long run you require a·shift toward more cupit~l inten-

sive investments, \that result in a higher rate of productivity for 
,. 

both capital and labor. Hithout such a shift, you vlould be building 

and economy that would have definite, and relatively low, limits to per 
~ jJ( 

capita ·output, in the 
I 



'• ' , 

- 10 -

face of tho fact that high per capita2conswaption can proceed only 

from h:i.~~1 .per capita production. 

~0her, without the development of an ever widening hieh productivity 

,, \lt'
1 

se~t,o.r, your economy could not for long compete in a world that is 

.. I 

straining its capital resources to invent and install ever higher 

productivity tools of production, manned by a workforce that must 

constantly rise to new levels of education and training, and managed 

by men using management systems that must changaJ improve and become 

more precise in step with the ~~ow~g sophistication of the productive 

equipment, the workforce and the marketing systems that they direct. 

It is therefore good news that the Republic's Fifth Four Year 

Plan vlill underwrite continued productivity gains by renewed e.."nphasis 

upon essential infrastructure, and that it 1-lill give special attention · 

to broadening you:r country' s industrial base while moving to circumvent 

the island's natural agricultural limitations through increase~, _~gri-
' ' ' 

cultural productivity. 
l•l • • ,_ .... \ . . .. 

. . . . . . 
•' .t .: 

' t... '·' . ,,., , •. • 
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I ~ glad to be infor:med that the Republic of China -vlill er::phasize 

I I ' 

both s:Lilple and complex industries in the ne11 Plan 'period of dcvclcpmont, 

and that you are seeking now industrial technology in such fields a.s 
.... .. ' 

ele~tronics, petrochemicals, and precision instrument manufacturing. 
. . ~ 

Plans for fUrther development of the Kaohsiung free trade and 

processing zone and its harbor will give a further stimulus fo foreign 

mn. looking for-vrard 
capital inflow, as the existence of this zone -- which Ithad the pleasu=e 

to ·\ · · · 
today of~ visiting -- has alreaQ.y:.,_~~7.n doing. The encouragement the 

Government of the Republic of China has been giving to private investment 

will continue, a¢ I am sure that 'it will continue to have the s~-ne 

beneficial effect as it has over the past five years, when private 

investment in the Republic has moved forward both in amount ~""l.d in the 

range of projects, so that the share of private investment in total 

investment moved up from 50 per. cent to 70 per cent. · 
,. .. . 

i•· 
•': I • ', ' • • • 

'· . (' 

• I ' .t \-,I 

. ' 
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Not only has the industrial sector in the Republic .risen above 

'\' ·. 

the agricultural sector in net dom~stic product, in recent years 

grotnh has, ,been more pronounced in ~ industries · ~anufacturing . 
' ., .. . . 

intermediate and capital goods and .consumer durables --such as 

el e ctrica.l machinery and appliance::z, transport . equipment, machinery 
. ·:.. . ., . - ~ 

: -~ .· . . ~- . ~ ·. 

' .:' ' :, I , ' • 

',,I I I ' .' ·<' ', ·· ' 

and the like. 

The picture of Taiwan1 s economy that we have just assembled 

::- .. ·:r.. .: 
suggests that the joining of hands between the Republic of Chir~ 

and the International Finance Corporation can be .of .substantial 

significance to your economic future. 

First, IFC 1s objectives mesh with yours. 

Second, it is the business of IFC to give assistance in over-

coming what appears to me· to be one of the outstanding problems of 

the Republic of China as it moves into an era of rtl.ore extensive, 

and more intensive, industrialization, this problem being, rather 

low flows of pri~ate foreign capital into the Republic. 
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Let me describe very briel~Y tho meshing of your objectives 

\\I 

a."1d ours . IFC Has established in 1956 · as the · affiliate of the vlorld 
... 

Ba,.!k that would promote ·the growth of .me..11ber countries by investing 
o\ t Itt ' 

•'' . ) 

in private businesses in developing member countries, without govern-

.· . . · ment guarantees of its investments. Consequently, every IFC invest-

· ment must meet twin tests: it must meet the require.1nents of the 

private investor responsible for the preservation and growth of 

· · his stockholders 1 investment in -;the,~, business he heads., and it :must .. .... . , . ,, . 

· , 

also meet the requirements of the economic policy member responsible . 
I , ' 

to his nation for its economic growt~ and improvement. 

This is to say that the IFC assisted investment must make a 

private profit, in the ordinary meaning of · that term.· We believe that 
' i ~ ·. 

·'· · 
. ' 

private investors cannot be asked to bring their money,' their talenJd. 

and their technology into a developing C01ll'1try wi thouJc; th~ . same 

reasonable expectation of profits that would motivate them in maki..'"lg 

arry investment anywhere. Consequently, we i);lvast only in projects 
j • ~ ,• •• 

' • " ... 

I ''• 
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that give adequate promise of yielding an appropriate re~u..rn in a 

• I ~ • 

\'I 

busi.1'1css sense. 
. ....... 

Second, because the IFC assiste~ project. is expected .:to make a 
,\ t I•'' • ,•' ' ',•, . ·: • . ·. , '·i .· /, ' 

. ' 

cont;ibution to the economic betterment . of the developing me.~ber 
. . . :. . ;: . . ~ . ·, . ;· : 

country, OUl" investments must also make ·. ~ public profit. ~~:· .This · is 
' ' •. 

'· 
. , l 0 

to say, the ~ of profits that are looked for in the planning 

· chamber : higher real income, higher employment, more tax :revenues, 

. growth of strong institutional connec~iJl,g tissues such as a ·· capital 

li1.:J.rket, and so. forth. These are profits just as real as the money 

profits the private investors look for, and just as meaningful." 

Consequently, we invest only in those projects that· have an economic 

priority to our member country, and that promise it these. publi~ profits. 

Additions to the economy that meet both these tests are, of course, 

-r;hat the Republic .of China is lool~g for: new businesses,. that. will not 

become charges · on the public purse b~·cause. they collapse· ~d. fail, but, 

·'· . . 
on the contrary, new busine~ses that help raise the level of skills in 

' :.. . . i : ..:.< . . . . 

. ·, 

... , ' 

.. ·.·' · , ,1 ,. 

i 

. . ', · 
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t h e l~b~r force ~ that produce wanted and needed product& at cc~~~~itivc 
. . . . 

\\ \ \ 

. pr i \:.Cs, t h .:1t h clp'co.rn or save foreign exchange, that raise real in-
.·. 

· ' .. 

cor .. 1cs (l'cnc·ru 1 ~ y, · 'together with institutl.ons of banlcin~ .and finance t:·.~t o . \. ,.) ..... 

•,'\ \ 
.... 

". 

~,· l1clp conn~ct up the units .of the nation's b'usincss . community by linl~s 
~ . \ ·. 

. .. :·· 

through \~hich ' snvings can be· brought to .marl<et for useful . invcstr• .. c~t, 
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These inflows of .foreign investment· have·· gone · far. ··to tako :··the 
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For one thing, the inves.tmc,nts · th~t IFC assists .are those .. ·. · . 
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The main objection that the . Chinese Government has 
regarding portfolio investment by foreigners is the 
fear that it could be of speculative nat~re and thus 
u:1dermiri'e the s ·tabili ·ty of the econority. : InJcerest rates 

• in'Taiwan are 50~ higher than the outside rates and 
profit margins, 100~ higher, so the opening up of the 
.securities market to foreigners could, it. is feared, 
drain our foreign exchang~ reserves (the profit margin 
could be offset somewhat by taxes which, at present, 

·.··. are low as compared to industrialized countries) . 

· I would not be surprised if the Chinese Goverwuent 
sought IFC assistance to see how best our laws and 
r2gulations should be revised to create the right 
climate for foreign portfolio investment without 
incurring too much risk of undesirable "manipulations 11 

by foreign investors (the term, I believe, used by 
Kr. Rosen: was "financial" . 'in\restment · as \ distinct fro~ 
"industrial .. investment) • · · .. c: ·· · 

' ' ' I,' •,; ·~ 

' ' I ' 1 1 ' '
0
° ', ·::

0
. ,'~.:

0

, ::

0
°f .. ,:.:: :;~:O:'~-·::, :.· 

·,' : ·I ,''1, 

' :: ,• ' ' •.' '• • ' . I ' .' ,\,~ \.' 1 •, 

': ~·: · .. ,·~· .· ':.·· .. . :·. _:., .......... .' .')::·::.· .. ;: .. 

' ... :· . · ·,fl ,·.'. l 

·: ·.: · 

·.··. ·= 

·, ; , .. . ·: 

. . ' 

•:. 

. . . .. 

'• I 

""' . ":·1 : ..... 

, .. ' 

. . 

\ 
l' 

! 
·I 

t 
~ 
I 
I 

I 
l 

t 

I 

·; 
I 
I 

.; .. . , 

. . 
·· ... ·: .. .. 



J 
I' 

An Address 
by 

Executive Vice President 
I 

at the 
HEADQUARTERS 

1818 H Street, N.W. of the 
Washington, D.C. 20433, U.S.A. 
Telephone: EXecutive 3-6360 

NEW YORK OFFICE 

20 Exchange Place 
New York, N.Y. 10005, U.S.A. 
Telephone: WHitehall 3-5400 

EUROPEAN OFFICE 

4 Ave. d'Iena 
Paris 16e, France 
Telephone: 553-2510 

LONDON OFFICE 

l New Zealand House 
Haymarket 
London S.W.l, England 
Telephone: 930-3886 

Salt Lake City 
Cable Address: CORINTFIN May 11, 1969 



I am greatly pleased, as well as honored, that you 
have asked me to speak to this keynote session 

of the Fourth Inter-American Conference of the 
Partners of the Alliance. All of you at this distin­
guished gathering, representing so many countries, 
states, cities and businesses and professions, are con­
cerned with the important subject of increasing the 
flow of resources, human and material, among the 
nations of the Americas. It is a very keen pleasure 
indeed to be privileged to share with you, if only 
for a day, the splendors of your brilliant moun­
tain setting. As one who travels throughout the 
world, I can assure you that the sights surrounding 
us here have few, if any, rivals anywhere. 

I take pleasure also in being here to participate 
in this meeting because of the special interest that 
I share with you in the economic development of 
Latin America. 

The very fact of dealing, as we do in the 
World Bank Group, in the problems and 
possibilities of development on a world basis 
drives home the extraordinary importance of 
helping Latin America to achieve its poten­
tial for contributing to a world of peace and 
plenty. A very major portion of the invest­
ment of the International Finance Corpora­
tion has always gone to Latin America, and 
will continue to do so, because a better de­
veloped Latin America has so much to con­
tribute to the future progress of the rest of 
the world. 

1 



II 

I know that in the course of this annual meeting 
you will hear reports on the activities and results 
of the Partners, and that speakers here will discuss 
with you the economic progress of the Latin Ameri­
can countries, so I will not attempt to do either. 
However, let me say that I have noted with interest, 
in the report of the National Association of the 
Partners on your first five years of activity, that the 
work you are doing, involving several hundreds of 
projects in fields such as education, agriculture, 
medicine, public health, public works, housing and 
community development, is work that contributes 
to the improvement of institutions and conditions 
essential to the growth of strong private sectors. 

I feel justified, therefore, in assuming that you 
are as deeply interested as we are, in the Interna­
tional Finance Corporation, in looking into the 
conditions currently surrounding the development 
task, for clues to how we should be shaping our 
activities for the future. 

What I have to say applies broadly to the world 
of the economically less developed countries. 

It is therefore entirely revelant to the development 
of Latin America, for the Latin American countries 
run the gamut, from nations standing o;; the thresh­
old of self -sustaining economic growth, to coun­
tries or areas almost at the beginning of the process 
of transforming their methods of agricultural and 
industrial production, their economic institutions 
and their labor and managerial skills to levels of 
high productivity that will permit high levels of 
consumption. 
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What I wish to emphasize, the principal note 
that I would strike as we look from this point 
to the future, is that there have been changes 
in the conditions in which development must 
now go forward tending to place increased 
responsibility for continued ecorwmic growth 
and improvement in the developing countries 

upon the effective use of private enterprise 
in the development process. 

The principal cause for change that I see 
affecting the development task is the fact that 
a great deal of development work has already 
been done, and that most of it has been 
infrastructural. 

A great many power dams have been built, and 
stand ready to supply electricity to new industries. 
A great many harbors have been prepared to han­
dle a much enlarged flow of materials and products 
to and from new or expanded industries. 

The health and education of labor forces have 
been improved, making more people employable at 
higher levels of productivity. 

Communications have been improved, power 
lines extended, and water supplies enlarged, all of 
them necessary preparations for industrial produc­
tion and enlarged commerce. 

Further, the building of many billions of dollars 
of basic economic facilities in the developing coun­
tries has employed large numbers of people over 
the years, and it has taught basic industrial skills 
to many of these workers. 

S orne of the improvements counted as infrastruc­
ture can directly improve living standards. For 

instance, the water for irrigation supplied by a 
power dam makes it possible to raise more food. 
However-and this is my main point-all of the 
infrastructure building prepares the way for a sec­
ond phase of economic development. In this Phase 
Two of development it becomes possible to build 
a more complex and sophisticated superstructure 
of business and industry, making use of the work 
skills and the basic economic facilities provided by 
earlier work on the infrastructure. This superstruc-
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ture, which I call development enterprise, is highly 
·productive because it turns out goods and services 
that are the ingredients of rising living standards. 

Unless development enterprises in the form 
of many more of such things as textile plants, 
cement plants, petrochemical industries, ma­
chine shops, financial and trade institutions, 
paper mills, furniture factories, and on down 
the list of the myriad enterprises that supply 
our needs and wants, are now built where 
the way has been made ready~ the rise of 
living standards started in the infrastructure 
building stage will not expand as it should. 

This is to say that in many places-not nec­
essarily whole countries, but usually cities or 
provinces with the highest potential for con­
tributing to further development-the build­
ing of development enterprises now assumes 
a critical importance to continued national 
economic growth. 

And enterprise building is done chiefly-and 
best, I think most of us would agree-by the pri­
vate sector. 

Phase Two 

The importance of private investment in Phase 
Two of development, however, goes beyond the 
employment of people and their skills, and the em­
ployment of otherwise idle sources of energy and 
basic service facilities. I do not want to belabor the 
point, so let me just list some other reasons for 
believing that the future pace and continuity of 
development now depend in many places upon the 
skill with which the incentives that activate private 
investment are employed. 

-First: A rising standard of living means higher 
per capita consumption, and higher per capita con-
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sumption can proceed only from higher per capita 
production. This usually calls for the use of new 
technology and of production and management 
methods ordinarily best known and u.sed by pro­
ducers in the private sector. 

-Second: The less developed countries also need 
to be equipped with the technology and manage­
ment the private sector uses so that they can be­
come competitive internationally in a world that 
daily lays increasing stress upon the use of high 
productivity technology for production of the goods 
and services that are sent into the world's trade 
streams. 

-Third: The developing nation emerges into 
Phase Two, typically, carrying a burden of debt for 
much of the infrastructure that has been built within 
its borders. The emergent economy therefore has a 
stringent need for projects that directly and rapidly 
pay for themselves out of income that their own 
production creates. The private investment is such 
a self financing project, since it is made only when 
the private investors involved consider that the in­
vestment will be profitable. Their expectations may 
not always be achieved but, in that case, the loss is 
a private one and the nation is not burdened with 
a debt it must service. 

-Finally, there is the fact that capital is short 
world wide. 

Everywhere, in the better developed as well as 
in the less developed countries, there is a general 
effort to raise consumption and improve the qual­
ity of life, and that effort requires large amounts 
of new capital. To mention just one among almost 
countless examples-the need of a North American 
city to improve its education system competes for 
capital with the need of a Latin American country 
to finance the industrial modernization that would 
create new income by which the Latin Ameri-
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can country could improve its educational system, 
among other things. In this situation the cost of 
money, which is evidenced by interest rates, goes up. 

Thus, the question is being asked more and more 
insistently, with respect to every use of capital 

anywhere-including the use of capital in develop­
ment projects in the developing countries: will the 
intended use of the capital repay its scarcity value? 
In the simplest terms the question is: will the in­
tended use of the capital be profitable? 

The worldwide demand for capital, and its 
consequent high cost, mean, I believe, that 
continued success in development will to an 
increasing degree in many places turn upon 
locating and bringing into operation develop­
ment projects that satisfy both public and 
private profit motives. 

By satisfactory private profit I have in mind 
money profits in the usual sense of the word-re­
turns that an investor responsible to stockholders 
for the integrity and the increase of capital en­
trusted to him can regard as commensurate with 
the investment risks involved and commensurate 
with the value of the executive talent and the tech­
nology that typically accompany prfvate invest­
ment. To be valid, these profits should be realiz­
able, that is, the investor must be free to receive 
them in convertible currency, and the capital in­
volved in a development project must, like capital 
in any other investment, be recoverable out of the 
earnings of the business. But I would also remind 
you that where a business prospers, and where the 
integrity of the capital invested in the business is 
not in question, there is a tendency for profits and 
capital to remain in the venture. Freedom for 
profits and capital to move does not necessarily 
mean they will move. 
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Public profits arise from the fact that the 
public economic policy maker has been en-

trusted with the use of the scarce capital 
available to his country, and that he is re­
sponsible to his nation for the integrity and 
the increase of that capital just as the private 
investor is responsible to his shareholders. 

The public policy maker seeks national profits 
from the capital invested in development projects. 
These public profits are realized in the form of in­
creased real national income, higher real personal 
incomes, higher employment, increased agricultural 
and industrial production, increased productivity 
of both labor and capital, expanded and improved 
labor and management skills, as well as strong 
growth of the economic blood vessels and connect­
ing tissues in the shape of financial institutions and 
the institutions of trade and commerce. 

I believe that it is one of the outstanding 
weaknesses of the present outlook for eco­
nomic growth in the developing countries 
that the essential alikeness of private and 
public profit motives is not more generally 
recognized and acted upon. 

I am convinced that a growing understanding of 
the relationship of the aims of the board room and 
of the planning chamber in the current phase of the 
development task can be very useful in the develop­
ment process, because such understanding will lead 
to fuller employment for development purposes of 
the incentives that are as necessary to activate in­
vestment in the developing countries as they are 
in all other places. 

But, does private investment take a form suitable 
to the national goals of economic development? 
And, is there a vehicle for carrying out develop­
ment investment that is well designed to yield both 
the benefits sought by the private investor and the 
public investor? 

The answer, I think, is yes on both counts. 
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Development and the Multinational Company 

In the joint venture, bringing together local and 
foreign capital and know-how, private investment 
takes a form adaptable to the needs of the develop­
ment project because the development project re­
quires local finance as well as foreign exchange, 
and it requires the marriage of local manpower, 
material resources and knowledge to advanced 
management methods and production and market­
ing techniques. 

The vehicle for the use of private enterprise in 
development is found in the multinational company 
that results from joint ventures bringing together 
foreign and local ownership. Such a company is 
distinguished from the merely international cor­
poration which produces in one country and sells 
in another, or even produces in several countries 
and sells in several countries by having its owner­
ship shared to a significant degree by shareholders 
located both in developing and in industrialized 
countries. 
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In the form of the multinational ompany, 
therefore, private investment becomes a ve­
hicle for carrying out development projects 
not only efficiently, but also with a cautious 
eye on the desires of the developing as well 
as the capital exporting country, since its 
shareholders are property-owning and in­
come-earning citizens of each. 

The International Finance Corporation is 
very much involved in the trend toward 
multinational corporations, because many of 
our development investments are joint ven­
tures and result in the creation of new com­
panies that are- from their birth- true 
multinational enterprises. 

w:e have participated in 132 development enter­
prises in 39 countries during our 13 years' 

history, and-to take a few random examples­
we are now in multinational development enter­
prises in such fields as fertilizer manufacture in 
Brazil; steel in Mexico and Argentina; tourism in 
Jamaica and El Salvador; textiles in Nicaragua and 
Colombia; <;levelopment banking in Venezuela, 
Colombia and Ecuador; petrochemicals in Brazil; 
paper making in Argentina, and so forth. These 
examples are from the Western Hemisphere but 
similar examples could be cited for our activities 
elsewhere in the world. 

Let me describe one or two of these investments. 

Near Santos, Brazil's principal seaport, a $70 
million fertilizer manufacturer called Ultrafertil is 
being built to be one of Latin America's largest 
sources of chemical fertilizers. This company was 
formed late in 1966 with the sponsorship of one 
of the United States' major oil and petrochemical 
companies, Phillips Petroleum, and a Brazilian 
partner, known as the Ultra Group, a leading dis­
tributor of bottled gas, home appliances and other 
products in Brazil. The private sponsors provided 
90 per cent of the new company's equity, and IFC 
provided the rest. United States insurance com­
panies provided loan capital of $21.5 million. IFC 
provided long-term loans of approximately $8 
million. 

We regard Ultrafertil as a prime example of how 
private sector resources can be brought to bear, 
financially, technically and managerially, upon a 
pressing economic development problem, to yield 
satisfactory private profits and important public 
profits. Ultrafertil is a double-edged development 
enterprise since, as a fertilizer factory, it adds a 
large modern chemicals plant to Brazil's industry, 
while its product will serve to improve Brazilian 
agriculture by supplying some 500,000 short tons 
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a year of soil nutrients. Further, we believe that the 
capital which was brought together for this new 
agribusiness venture in Brazil is a use of capital 
that will certainly repay its scarcity value because, 
like every sound business enterprise, it supplies a 
real and continuing market need. 

M y next example is one in which the develop­
ment process is seen at work feeding its 

benefits back to itself. This is the Fabritex textile 
mill now being built in Nicaragua to make fabrics , 
for all of Central America, that are currently im­
ported. Usually the technical sponsor in a develop­
ment enterprise is located in a European or North 
American industrial nation or in Japan. In this case, 
however, the sponsoring company is Fabricato of 
Colombia, a company which is one of the outstand­
ing examples of Colombia's economic progress. 

Like Ultrafertil, Fabritex is beginning life as a 
multinational company, with its industrial sponsor 
in Colombia, its ownership divided equally among 
the Colombian sponsor, the official and private 
Nicaraguan development banks-Instituto de Po­
mento N acional and Corporacion Nicaraguense de 
Inversiones-and the International Finance Cor­
poration, with a Bank of Americ:l' subsidiary, 
Bamerical International Financial Corporation, 
participating in IFC's share of the equity. 

Subsequently, an additional multinational fea­
ture was added to this transaction when the Bank 
of London and Montreal Limited, as well as an­
other United States institution, Philadelphia Inter­
national Investment Corporation, became partici­
pants in the IFC investment. Further, the Central 
American Bank for Economic Integration supplied 
most of the Fabritex loan capital, to which IFC 
also contributed substantially. 

Fabritex is not only multinational in its makeup, 
but will also have multinational development bene-
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fits, for its output is meant to be sold throughout 
the Central American Common Market, and to 
save foreign exchange for all five of the Central 
American Republics. 

The Fabritex textile mill will add to Nicaragua's 
-and Central America's-industrial capacity a 
fully integrated mill with more than 20 thousand 
spindles and nearly 400 looms, capable of making 
over 10 million yards of fabrics annually, making 
use of large amounts of Nicaraguan cotton, under 
the management of one of Latin America's most 
experienced textile makers. We feel certain, there­
fore, that it will turn out to be a use of scarce capital 
that is profitable both privately and in terms of 
Nicaraguan and Central American Common Mar­
ket public objectives. 

Scarcity of Capital 

I have stressed the fact, and the conse­
quences for development investment, of the 
worldwide excess demand for capital. I want 
now to focus a little more sharply on this 
development factor, specifically on the fact 
that in the developing countries one is often 
faced not so much with a shortage of capital, 
as with a scarcity of mobilized capital. 

I t is for this reason that we regard the develop­
ment of institutions for the mobilization of the 

savings of people and businesses for investment as 
a major IFC responsibility. 

We try to meet this situation in part by supply­
ing capital, together with local investors, to devel­
opment banks, as we have in 17 countries. But 
more directly, we try to help local capital markets 
as well as useful businesses by underwriting opera­
tions. In this way we have helped companies in 
Argentina, Colombia, Costa Rica, Ethiopia, Fin-

ll 

I 



land, Liberia, Malaysia, Mexico, Nigeria, Philip­
. pines and Venezuela to finance, in their own mar­

kets, expansions that have contributed materially to 
their countries' economic growth. 

In my opinion, one of the most beneficial 
steps favoring a substantial increase in pri­
vate investment in the developing countries 
would be a very significant increase in efforts 
to create local capital markets able to bring 
local private savings to market for invest­
ment. 

Some Suggestions 

Let me, in closing, make two further sugges­
tions, both on the premise that the develop­
ment enterprise, financed and operated 
chiefly out of the resources of the private 
sector, must assume larger and often critical 
scope in the development picture. 

The first would seem almost too obvious to 
mention, except that the need for action is 
so widespread and great. This i the adop'"" 
tion of measures by the developing countries 
which will make foreign investment in them 
attractive by eliminating the negative factors 
that now hamper investment. 

Controls in effect during the first phase of the 
development effort, when activity is chiefly in in­
frastructure building, and is chiefly financed 
through official channels, may be obsolete when the 
continuity of economic advance comes to depend 
more upon the building of privately financed enter­
prises. Countries desiring to harness private enter­
prise for their development purposes should be 
looking closely at the conditions in which they ask 
private enterprise to operate. 
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Secondly-and here I address myself to busi­
nesses, banks, governments, and private and 
official international investment organiza­
tions-the entire complex of those in the 
capital exporting areas-as well as to the 
developing countries: I think that a great deal 
more effort needs to be devoted to an activity 
which, for lack of a better name, I call "pro­
motional work": the work of finding good 
projects, finding local and foreign partners 
for joint ventures, and organizing the finance 
needed, in brief, putting an investment to­
gether. 

I t is not only that more people should be engaged 
in finding and working out development enter­

prise opportunities. There should be more people 
equipped with a large variety of financial, engineer­
ing, marketing and other skills, including speciali­
zations, as, for instance, special knowledge of the 
conditions for investment in fertilizer-making ca­
pacity. It is not only that more money needs to be 
applied to promotional effort-locally as well as 
from the outside. Money for promotion should be 
available in the right ways: as capital for pilot com­
panies, as administrative expenditures where basic 
studies are needed that may or may not lead to 
investment; as capital for permanent development 
companies in specialized fields, such as the tourism 
holding companies, set up to finance the whole 
range of tourism plant and services, that we are 
considering in IFC; and, as capital for the estab­
lishment of merchant banks-a new departure that 
we are now considering-to be national or regional 
institutions oriented to the finding and development 
of sound and useful investment opportunities. 

I am optimistic about the outlook for eco­
nomic development. I believe that, with a 
substantial part of the basic infrastructural 
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work in place, we now lwve before us in 
the second phase of the development effort, 
an opportunity to engage the nearly limitless 
financial resources of the private sector of the 
world economy, if we perceive the opportu­
nity clearly enough, and exploit it fully. In 
my opinion, this should lead to increased 
total resources for development assistance in 
the future. 

Additional copies may be obtained by writing to 
the Publications Section, Room D900, Interna­
tional Finance Corporation, 1818 H Street, N.W., 
Washington, D.C. 20433. 
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Es para mi un gran placer, y un honor, el haber sido invitado para hacer uso 

Ge la palabra en esta sesion principal de la Cuarta Conferencia Interamericana 

de los Compafieros de la Alianza para el Progreso. Todos ustedes, que representan 

tantos paises, estados, ciudades y ramas de actividades y profesiones, estan 

interesados en la importante cuestion de incrementar la corriente de recursos, 

tanto humanos como materiales, entre los paises de las Americas. Y constituye un 

gran placer el poder compartir con ustedes, aunque solo sea por un d!a, este 

esplendoroso paisaje del desierto. Yo, que viajo por todo el mundo, puedo ase-

gurarles que tal vez no exista un paisaje semejante en ninguna otra region de 

la tierra. 

Me complace tambien participar en esta reunion porque, al igual que ustedes, 

tengo un interes especial en el desarrollo economico de America Latina. 
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El hecho mismo de ocuparnos de los problemas y las perspectivas del desa­

rrollo en escala global, como lo hacemos en el Grupo del Banco Mundial; hace que 

estemos plenamente conscientes de la enorme importancia de ayudar a la America 

Latina a hacer realidad su potencial para contribuir a que reinen la paz y la 

abundancia en el mundo. La Corporacion Financiera Internacional siempre ha reali­

zado una parte considerable de sus inversiones en los paises latinoamericanos, y 

continuara haciendolo, porque una America Latina mas desarrollada tiene mucho 

que aportar al progreso futuro del resto del mundo. 

Se que en el curso de esta reunion escucharan informes sobre la labor reali­

zada y los resultados obtenidos por los Compafieros de la Alianza, y que otros 

oradores se referiran al progreso econ6mico de los paises latinoamericanos, razon 

por la cual no tocare esos temas. Quisiera, no obstante, sefialar que he observado 

con interes en el informe sobre los primeros cinco afios de actividades de la 

Asociaci6n Nacional de los Compafieros de la Alianza, que ustedes estan llevando 

a cabo centenares de proyectos en materia de educacion, agricultura, medicina, 

salud publica, obras publicas, vivienda y desarrollo de la comunidad, que con­

tribuyen al mejoramiento de las instituciones y condiciones que son esenciales 

para el desarrollo de un solido sector privado en los diversos paises. 

Por lo tanto, creo que tengo justificaci6n para suponer que ustedes estan 

tan profundamente interesados como lo esta la Corporacion Financiera Interna­

cional en analizar las actuales condiciones por que atraviesa el proceso de 

desarrollo, con el fin de tratar de determinar que actividades deberiamos reali­

zar en el futuro. 

Mis palabras son aplicables, en general, a todos los paises menos desarro­

llados. En consecuencia, son totalmente pertinentes para el desarrollo de la 

America Latina, ya que las naciones de la region estan en diversas etapas del 
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pr oceso de desarrollo, desde algunas que ya se encuentran a pun::o de lograr un 

crecimiento economico autosostenido, basta otras, o ciertas regiJnes, que apenas 

estan iniciando la transformacion de sus metodos de produccion at ·ricola e indus­

trial, de sus instituciones economicas y del grado de formacion d-1 su mano de 

obra y personal administrative, con miras a alcanzar un nivel de p~oductividad 

que perm.ita incrementar el consumo. 

Lo que deseo subrayar aqui, el punto principal que quisiera po~ ~er de relieve 

al considerar el futuro desde esta perspectiva, es que se han registrado cambios 

en las condiciones en que ha de producirse el desarrollo, cambios qu•! tienden a 

hacer recaer un mayor grado de responsabilidad respecto del crecimiet .to economico 

y el mejoramiento de los paises en desarrollo sobre la actuacion eficaz de la 

empresa privada en pro del desarrollo. A mi juicio, la causa principal de esos 

cambios en el proceso de desarrollo estriba en el hecho de que la mayor parte 

rie la considerable labor ya realizada en esa esfera ha correspondido a instala­

ciones de infraestructura. 

Se han construido numerosas represas que estan disponibles para suministrar 

energia electrica a nuevas industrias. Y se cuenta con muchas instalaciones 

portuarias capaces de atender una corriente mucho mayor de materiales y productos 

destinados a industrias nuevas o ampliadas, o provenientes de estas. 

Asimismo, se ha mejorado el nivel educativo y de salud de la fuerza !aboral, 

lo que permite que un mayor nGmero de personas obtengan empleo y alcancen una 

productividad mas elevada. 

Se han implantado mejoras en los sistemas de comunicaciones, se han ampliado 

las instalaciones de transmision de energia electrica, y se ha aumentado el 

abastecimiento de agua, elementos todos que ~on nec2sarios para la industrializ~­

cion y el incremento del intercambio. 
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Ademis, la eonstrucci6n de instalaciones economicas basicas por valor de 

muchos miles de millones de d5lares en los paises en desarrollo ba proporcionado 

empleo a un gran nGmero de personas a traves de los anos, y ha ofrecido a muehas 

de ellas la oportunidad de aprender tecnicas industriales b!sieas. 

Algunas de las mejoras que se consideran como infraestructura pueden con­

tribuir directamente a elevar el nivel de vida. Por ~jemplo, el agua para fines 

de regadio suministrada por una represa para la generaeion de energfa el~ctriea 

permite cultivar mis alimentos. Ahora bien, y este es el punto que deseo recalcar 

~specialmente, todas las instalaciones de infraestructura eonstituyen una pre­

paracion para una Segunda Fase del proceso de desarrollo. En esa Segunda Fase, 

es posible establecer una superestructura ~s compleja y avanzada de actividades 

comerciales e industriales, aprovechando la capacitacion y las instalaciones 

cconomicas basicas con que se cuenta gracias a la infraestruetura construida 

~ilteriormente. Considero que esa superestructura, a la Que denomino la empresa 

para el desarrollo, es altamente produetiva, puesto que produce los bienes y 

servicios necesarios para elevar el nivel de vida. 

A menos que ahora, aprovechando que existe la preparaei6n requerida, se 

proceda a establecer empresas para el desarrollo en forma de un numero mueho 

mayor de fabrieas de tejidos 1 de eemento, de productos qufmicos, industrias meea­

nicas, instituciones financieras y comerciales, papeleras, f.iibricas de muebles y 

toda la variedad de empresas que sirven nuestras necesidades, el incremento en 

el nivel de vida que se inicio en la fase de establecimiento de esa infraestrue­

~ura, no continuara al ritmo que deberia. 

Esto quiere decir que en muchos lugares -- no necesariamente en todo un 

:.· :4 :rs, s i no por lo general en las ciudades o provincias que tienen un mayor poten­

~- ~~ ~-1 para i :npclsar el proceso de desarrollo -- el establecimiento de empresas 
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para el desarrollo reviste en estos momentos importancia vital para lograr un 

crecimiento economico sostenido. 

El sector privado es el que se ocupa principalmente -- y creo que casi todos 

convenimos que lo hace en la forma mas satisfactoria -- del establecimiento de 

esas empresas. 

Pero la importancia de la inversion privada en la Segunda Fase del proceso 

de desarrollo no se limita al empleo de las personas y de la capacitacion por 

ellas adquirida, ni a la utilizacion de fuentes de energia, que de lo contrario 

quedarian inexplotadas, y de instalaciones basicas. No deseo insistir demasiado 

sobre este punto, de modo que procedere a citar algunas otras razones para creer 

que el ritmo futuro y la continuacion del proceso de desarrollo dependen ahora, 

en muchos lugares, de la eficacia con que se empleen los incentivos que contri­

buyen a activar la inversion privada. 

En primer lugar, un mayor nivel de vida supone un consumo per capita 

,aas elevado, y este solamente se puede obtener mediante una produccion per capita 

ffiayor. Para ello suele ser preciso emplear procedimientos tecnol6gicos y metodos 

de producci6n y administracion nuevos, y son los productores del sector privado 

los que, por lo general, conocen mejor y utilizan esos procedimientos y metodos. 

En segundo lugar, los paises menos desarrollados tambien necesitan contar 

~on los procedimientos tecnologicos y administrativos que utiliza el sector pri­

~ado para poder competir en el plano internacional, en un mundo en que cada vez 

se hace mayor hincapie en el empleo de una tecnologia altamente productiva para 

producir los bienes y servicios que han de participar en el intercambio mundial. 

En tercer lugar, por lo general los paises en desarrollo entran en esa 

Segunda Fase con la carga que supone la deuda contraida por concepto de gran 

parte de la infraestructura construida en su territorio. Por esa raz6n, sus 
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economias tienen una apremiante necesidad de proyectos que se autofinancien con 

los ingresos provenientes de su propia produccion. Las inv~rsiones privadas 

suelen constituir proyectos de esa indole, puesto que solamente se llevan a cabo 

cuando el inversionista considera que seran lucrativas. Si bien no siempre se 

logran los resultados previstos, en esos casos la perdida recae sobre el sector 

privado, y la nacion no tiene que soportar la carga de una deuda cuyo servicio 

ha de atender. 

Por ultimo, cabe considerar el hecho de que hay escasez de capital en 

todo el mundo. Tanto en los paises avanzados como en los menos desarrollados, 

se estan realizando esfuerzos encaminados a incrementar el consumo y a mejorar 

las condiciones de vida, y esos esfuerzos requieren importantes cantidades de 

nuevo capital. Desearia mencionar solamente uno de los innumerables ejemplos 

existentes: la necesidad de una ciudad de Norteamerica de implantar mejoras en 

cu sistema educativo compite, en lo que se refiere al capital disponible, con la 

necesidad de un pais latinoamericano de atender el financiamiento de actividades 

de modernizacion industrial, que le permitir1an obtener nuevos ingresos para, a 

su vez, mejorar su sistema educativo, entre otras cosas. Ante esa situacion, 

tiende a subir el costo del dinero, reflejado en los tipos de interes. 

Por esa razon, respecto a la utilizacion del capital en todos los lugares 

incluidos los proyectos de fomento en paises en desarrollo -- se plantea cada 

vez con mayor insistencia el interrogante de si la finalidad a la cual se pro­

yecta destinarlo compensara el valor que tiene debido a su escasez. En otras 

palabras, se trata de determinar si el empleo proyectado del capital sera lucrativ.~ . 

Considero que en vista de la der.anda mundial de ca~ital, y el consi~uiente 

elevado costo de este, el exito del proceso de desarrollo dependera en muchos 
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lugares, cada vez en mayor medida, en la determinacion y puesta en funcionamiento 

de proyectos de desarrollo que produzean benefieios publicos y privados satis­

factorios. 

Al hablar de beneficios privados satisfactorios, me refiero a utilidades 

monetarias en el sentido usual de la palabra -- un rendimiento que el inversio­

nista responsable ante los accionistas de la integridad y el incremento del 

capital a el encomendado considere adecuado en funcion de los riesgos que con­

lleva la inversion y del valor del personal directivo y los metodos tecnologicos 

que esta suele requerir. Para que realmente sean validas, esas utilidades han 

de estar libres de restricciones, es decir, el inversionista ha de tener libertad 

para recibirlas en una moneda convertible, y el capital empleado en un proyecto 

de desarrollo ha de poder recuperarse mediante los ingresos de la propia empresa, 

al igual que en el caso de cualquier otra inversion. Pero tambien desearia recor­

~arles que en los casos en que una empresa prospera, y en que no hay dudas res­

pecto a la integridad del capital en ella invertido, suele haber una tendencia 

a mantener las utilidades y el capital en dicha empresa. La libertad para 

retirar las utilidades y el capital no significa que efectivamente se procedera 

a hacerlo. 

Los beneficios publicos se relacionan con el hecho de que a los encargados 

de formular la politica economica publica se les ha encomendado la utilizacion 

del escaso capital de que dispone la nacion, y son responsables ante esta de 

la integridad y el incremento de ese capital, en la misma forma que los inversio­

nistas privados son responsables ante sus accionistas. Los primeros tratan de 

obtener beneficios nacionales del capital invertido en proyectos de desarrollo. 

Esos beneficios consisten en una mayor renta nacional real, mayores ingresos 



- 8 -

pcrsonales reales, un mayor nivel de empleo, una mayor produccion agr1cola e 

industrial, una mayor productividad tanto de la mano de obra como del capital, 

una mayor capacitacion de la fuerza laboral y del personal directivo, y un cre­

cimiento vigoroso del organismo economico a traves de instituciones financieras 

y comerciales solidas. 

A mi entender, uno de los principales problemas que actualmente encara el 

crecimiento economico de los paises en desarrollo es que no se reconoce am~lia­

mente la semejanza basica que existe entre los beneficios privados y los publicos, 

y no se toman medidas sobre esa base. 

Estoy convencido de que para el proceso de desarrollo puede ser de suma 

utilidad que se comprenda mejor la relacion que existe entre los objetivos de 

los directores de empresa y de los planificadores, ya que ello permitir1a lograr 

un aprovechamiento mejor de los incentivos que son tan necesarios para movilizar 

la inversi6n en los paises en desarrollo, al igual que en todos los demas sitios. 

Pero cabe preguntarse si la inversion privada se realiza en una forma que 

promueva los objetivos nacionales en materia de desarrollo, y si existe un 

mecanismo para la realizacion de inversiones de fomento que sea adecuado para 

producir tanto los beneficios que desea obtener el inversionista privado como el 

inversionista publico. 

La respuesta, a mi juicio, es afirmativa en ambos casos. 

Las empresas conjuntas, que utilizan capital y tecnicas tanto locales como 

extranjeros, constituyen una modalidad de inversion privada adecuada para los 

proyectos de desarrollo, ya que estos requieren fondos en moneda local y en 

divisas, as1 como una combinacion de personal, recursos materiales y conocimientos 

locales con metodos administrativos, de produccion y de comercializacion avanzarla8. 
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El instrumento adecuado es la empresa multinacional, que es el resultado de 

operaciones conjuntas en que la propiedad esta en manoa de intereses locales y 

extranjeros. Esas empresas se distinguen de las corporaciones internacionales 

que producen en un pais y venden en otro, o aun que producen en varios paises y 

venden en varios paises, debido a que su propiedad esta ampliamente distribuida 

entre accionistas tanto de los paises en desarrollo como de los industrializados. 

Por consiguiente, cuando se realiza en forma de una empresa multinacional, 

la inversion privada constituye un instrumento para llevar a cabo proyectos de 

desarrollo no solo en forma eficiente, sino tambien teniendo en cuenta los deseos 

de los paises en desarrollo y de los exnortadoree de canital, puesto que sus 

accionistas son ciudadanos ouP. poseen nropiedades y ohtienen inpresos en naises 

de ambos grupos. 

La Corporaci6n Financiers Internacional participa activamente en esta 

tendencia bacia las empresas multinacionales, debido a que muchas de nuestras 

inversiones de fomento se han realizado en forma de operaciones conjuntas y han 

dado lugar al establecimiento de nuevas empresas que, desde su creacion, han 

sido verdaderas empresas multinacionales. 

Hemos participado en 132 empresas para el desarrollo en 39 paises durante 

nuestros 13 anos de existencia y -- para citar unos cuantos ejemplos al azar -­

actualmente participamos en empresas multinacionales en campos tan diversos como 

la fabricacion de fertilizantes en Brasil ; la industria siderGrgica en Mexico y 

Argentina ; la industria turistica en Jamaica y El Salvador; la produccion de 

tejidos en Nicaragua y Colombia; bancos de fomento en Venezuela, Colombia y 

Ecuador ; la industria petroquimica en Brasil ; la fabricacion de papel en Argentina ~ 

etc. Si bien me he limitado a referirme a casos del Hemisferio Occidental, podria 

citar ejemplos semejantes de nuestras actividades en otras partes del mundo. 
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Perm!tanme que describa una o dos de estas inversiones. 

Cerca de Santos, el principal puerto maritimo del Brasil, se esta constru-

yehdo una fabrica de fertilizantes llamada Ultrafertil, cu~o costo ascendera a 

US$70 millones y que sera una de las mayores fuentes de abonos quimicos de America 

Latina. La empresa se constituyo a finales de 1966, y esta patrocinada por una 

de las principales compafiias petroleras y ~uimicas de los Estados Unidos, Phillips 

Petr~leum, y por un socio brasileno conocido como el Grupo Ultra, importante 

distribuidor de gas embotellado, aparatos electricos y otros productos en el 

Brasil. Lds patrocinadbres privados aportaron el 90 por ciento del capital 

social de la nueva empresa, y la CFI proporciono el resto. Compafiias de seguros 

de los Estados Unidos aportaron capital en pr~stamo por valor de US$21,5 millones, 

y ia CFI concedio prestamos a largo plazo por valor de unos US$8 millones. 

Consideramos que Uitrafertii es un ejebplo notable de ia forma en que pueden 

utilizarse los recursos del sector privado -- finarieieros, techicos y adminis­

trativos -- para hacer frente a un serio problema de desarrdl1o economico, y 

obtener beneficios pUblicos y privados satisfactorios. Ultrafertil es una 

emptesa para el desarrollo de doble finalidad, ya que en su calidad de fabrica 

de abonos incorpora importantes y modernas instalaciones quimicas al sector 

industrial del pais, al mismo tiempo que contribuira al mejoramiento del sector 

agricola al producir unas 500.000 toneladas cortas al ano de fertilizantes. 

Ademas, estimamos que la utilizacion del capital allegado para esta nueva agro-

industria del Brasil ciertamente compensara el valor que tiene dicho capital 

debido a su escasez, ya que, como toda empresa eomercial solida, se destina a 

satisfacer una necesidad real y constante del mercado. 
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Desearia ahora citar un caso en que el proceso de desarrollo aprovecha sus 

propios beneficios. Se trata de la fabrica de tejidos Fabritex, actualmente en 

construccion en Nicaragua, que producira telas, que ahora se i3portan, para 

todos los paises de Centroamerica. El patrocinador tecnico de una empresa para 

el desarrollo suele ser una entidad de algun pais industrial de Europa o Norte­

america, o del Japon. En este caso lo ha sido la firma Fabricato de Colombia, 

compania que constituye un ejemplo notable del progreso economico de ese pa1s. 

AI igual que Ultrafertil, Fabritex inicia sus actividades como una empresa 

multinacional, ya que su patrocinador industrial es de Colombia y su propiedad 

esta dividida por igual entre el patrocinador colombiano, los bancos de fomento 

de ~icaragua, uno oficial y otro privado (el Instituto de Fomento Nacional y 

la Corporacion NicaragUense de Inversiones), y la Corporacion Financiera Inter­

nacional, participando una subsidiaria del Bank of America, la Bamerical Inter­

national Financial Corporation, en la inversion en capital social de la CFI. 

Ademas, el Banco Centroamericano de Integracion Econ6mica aporto la mayor parte 

del capital en prestamo de Fabritex, al que tambien hizo una aportacion importante 

la CFI. 

Fabritex no solo es multinacional en su organizacion, sino que tambien pro­

ducira beneficios multinacionales en materia de desarrollo, ya que su produccion 

se vendera en el Mercado Comun Centroamericano, lo que permitira que las cinco 

republicas de la region ahorren divisas. 

A traves de Fabritex, se anadira a la capacidad industrial de Nicaragua -­

Y de Centroamerica -- una fabrica de tejidos totalmente integrada, con mas de 

20.000 husos y casi 400 telares, que podra fabricar mas de 10 millones de yardas 

.Je telas al ano, utilizara cantidades importantes de algodon nicaragllense, y 
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estara administrada por uno de los fabricantes de tejidos mas experimentados de 

America Latina. Confiamos, por lo tanto, que constituira una aplicacion del 

escaso capital disponible que producira beneficios privados y contribuira al 

logro de los objetivos publicos de Nicaragua y del Mercado Comun Centroamericano. 

He recalcado el hecho de que en todo el mundo existe una demanda excesiva 

de capital, asi como sus consecuencias para las inversiones de fomento. Desearia 

ahora refinar algo mas mis comentarios respecto a este factor del desarrollo, y 

sefialar que con frecuencia el problema que encaran los paises en desarrollo no 

estriba tanto en una escasez de capital, sino en una escasez de capital movilizado. 

Por esta razon, consideramos que el desarrollo de instituciones que contri­

buyan a movilizar el ahorro de los individuos y las empresas comerciales para 

fines de inversion constituye una importante funci6n de la CFI. 

Tratamos de cumplir este cometido, en parte, proporcionando capital a bancos 

de fomento, conjuntamente con inversionistas locales, como lo hemos hecho en 

Colombia, Venezuela y Ecuador. En forma mas directa, tratamos de promover el 

desarrollo de los mercados locales de capital -- al mismo tiempo que coadyuvamos 

a la expansion de empresas comerciales provechosas - - mediante la realizaci6n 

de operaciones de garantia de emision. De esta manera, hemos ayudado a empresas 

siderurgicas de Mexico y Argentina, y a un fabricante venezolano de aditivos para 

forrajes, a financiar, en sus propios mercados, actividades de ampliacion que 

han contribuido sustancialmente al crecimiento economico de sus respectivos 

paises. 

En mi opinion, una de las medidas que mas ayudaria a incrementar en grado 

considerable la inversion privada en los paises en desarrollo, seria una gran 

intensificaci6n de los esfuerzos encaminados a crear mercados locales de capital 

que puedan atraer el ahorro privado para fines de inversion. 
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Antes de concluir, permitanme hacer otras dos sugerencias• ambas basadas en 

la premisa de que las empresas para el desarrollo, financiadas y administradas 

principalmente con recursos del sector privado, han de desempefiar un papel mas 

activo, y con frecuencia de importancia critica, en el proceso del desarrollo. 

La primera sugerencia tal vez parezca tan evidente, que casi no valdria la 

pena mencionarla, si no fuera que la necesidad de accion es tan grande y general. 

Se trata de la adopci6n por los paises en desarrollo de medidas que contribuyan 

a atraer la inversion privada, eliminando los factores negativos que ahara la 

obstaculizan. 

Es posible que los controles establecidos durante la primera fase del proceso 

del desarrollo, en que las actividades se concentran en la construccion de insta­

laciones de infraestructura y en que el financiamiento se realiza pri~cipalmente 

a traves de los canales oficiales, resulten obsoletas en la fase en que la con­

tinuidad del progreso economico dependa en mayor medida del establecimiento de 

empresas financiadas par el sector privado. Los paises que deseen aprovechar la 

iniciativa privada para promover su desarrollo, deberian examinar cuidadosamente 

las condiciones en que exigen a la empresa privada que desarrolle sus actividades. 

En segundo lugar, y a este respecto me refiero a todos los elementos de las 

zonas exportadoras de capital -- las empresas comerciales, los bancos, los gobier­

noes y las organizaciones internacionales de inversion, tanto privadas como 

oficiales -- asi como a los paises en desarrollo, considero que es preciso inten­

sificar los esfuerzos en una esfera que, a falta de una mejor designacion, llamare 

las nactividades promocionales": la labor de encontrar buenos proyectos, de buscar 

socios locales y extranjeros para participar en empresas conjuntas, de organizar 

el financiamiento necesario, en suma, la preparacion de una inversion. 
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En America Latina, la CFI esta realizando actividades de esa indole en 

r elacion con el posible establecimiento de una empresa maderera y papelera en 

Honduras y de una entidad turistica en Colombia. Tambien estamos llevando a cabo 

actividades semejantes en otras regiones. 

No se trata solamente de que un numero mayor de personas se dediquen a 

buscar y aprovechar oportunidades para el establecimiento de empresas para el 

desarrollo. Deberia haber tambien un numero mayor de personas capacitadas en una 

gama mas amplia de cuestiones financieras, de ingenieria, de comercializaci6n y 

de otra indole, por ejemplo, especializadas en inversiones destinadas a la pro­

duccion de abonos. Tampoco se trata s6lo de utilizar mas recursos para fines 

de promoci6n, tanto locales como externos. Esos fondos han de estar disponibles 

en la forma adecuada: como capital para empresas piloto, para financiar gastos 

administrativos en casos en que sea necesario realizar estudios basicos que 

puedan o no conducir a una inversion; como capital para empresas permanentes para 

el desarrollo en campos especializados, tales como corporaciones formadas por 

varias empresas para financiar todo tipo de actividades turisticas, que estamos 

es tudiando actualmente en la CFI ; y como capital para el establecimiento de 

bancos de inversion -- una nueva actividad que estamos considerando -- que serian 

instituciones nacionales o regionales orientadas bacia la busqueda y puesta en 

practica de oportunidades de inversion satisfactorias y provechosas. 

Me siento optimista acerca de las perspectivas para el desarrollo economico ~ 

Considero que ahora que ya se ha construido una proporcion importante de las 

inst alaciones basicas de infraestructura, tenemos ante nosotros, en la Segunda 

Fase del proceso del desarrollo, la oportunidad de aprovechar los recursos finan­

cieros, casi ilimitados, del sector privado de la economia mundial, si estamos 
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plenamente conscientes de esa oportunidad y la anrovechamos cabalmente. A mi 

juicio, de esta forma se podr!a incrementar la cuantia total de la ayuda para el 

desarrollo en el futuro. 

No hay ninguna region del mundo cuyas perspectivas de crecimiento me ofrez~an 

mas confianza que la America Latina. Hago esta afirmacion no solo pensando en 

los enormes recursos materiales de la region, sus grandes extensiones y sus 

variados climas, ni tampoco considerando exclusivamente la capacidad evidente de 

sus talentosos pueblos, cuyo origen se remonta a algunas de las civilizaciones 

mas notables del viejo y del nuevo mundo, tanto en el plano cultural como en el 

tecnico. A esas importantes consideraciones es preciso afiadir el hecho de que 

en las naciones latinoamericanas, la empresa privada tiene una larga y vigorosa 

tradicion, que ha atraido una considerable corriente de fondos privados del 

extranjero. Estoy seguro, por lo tanto, de que los latinoamericanos los 

gobiernos, las empresas comerciales, los individuos -- estaran entre los que 

mejor aprovechen los incentives que pueden contribuir a incrementar la corriente 

de inversiones privadas, nacionales y extranjeras, bacia empresas para el desa­

rrollo productivas en esa region. 

Los Compafieros de la Alianza, bajo la direccion del senor Hickman Price, 

quien tiene un conocimiento profunda y personal de las necesidades y posibilidades 

de las inversiones multinacionales, proporcionan ayuda practica a los circulos 

comerciales y los gobiernos de las naciones americanas -- tanto del norte como 

del sur -- para que, utilizando el potencial de la empresa privada, puedan hacer 

~ ealidad las enormes posibilidades en materia de desarrollo. 

Abrigo la esperanza de que esa ayuda se aproveche eficazmente. 
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I am greatly pleased, as well as honored, that you have asked me to speak to 

this keynote session of the Fourth Inter-American Conference of the Partners of 

the Alliance. All of you at this distinguished gathering, representing so many 

countries, states, cities and business and professions, are concerned with the 

important subject of increasing the flow of resources, human and material, among 

the nations of the Americas. It is a very keen pleasure indeed to be privileged 

to share with you, if only for a day 1 the splendors of your brilliant desert 

setting. As one who travels throughout the world, I can assure you that the 

sights surrounding us here have few, if any, rivals anywhere. 

I take pleasure also in being here to participate in this meeting because of 

the special interest that I share with you in the economic development of Latin 

America. 
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The very fact of dealing, as we do in the World Bank Group, in the problems 

and possibilities of development on a world basis drives home the extraordinary 

importance of helping Latin America to achieve its potential for contributing to a 

world of peace and plenty. A very major portion of the investment of the Inter­

national Finance Corporation has always gone to Latin America, and will continue to 

do so , because a better developed Latin America has so much to contribute to the 

f uture progress of the rest of the world. 

I know that in the course of this annual meeting you will hear reports on the 

activities and results of the Partners, and that speakers here will discuss with 

you the economic progress of t he Latin American countries, so I will not attempt 

to do either. However, let me say that I have noted with interest, in the report 

of the National Association of the Partners on your first five years of activity, 

t hat the work you are doing, involving several hundreds of projects in fields such 

as education, agriculture, medicine, public health , public works, housing and 

corr~unity development , is work that contributes to the improvement of institutions 

and conditions essential to the growth of strong private sectors. 

I feel justified , therefore ) in assuming that you are as deeply interested as 

we are , in the International Finance Corporation, in looking into the conditions 

currently surrounding the development task, for clues to how we should be shaping 

our activities for the future. 

What I have to say applies broadly to the world of the economically less 

developed countries. It is therefore entirely relevant to the develop~ent of Lat in 

America, for the Latin American countries run the gamut, from nations standing on 

the threshold of self-sustaining economic growth , to countries or areas almos t at 

the beginning of the process of transforming their methods of agricultural and 
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i~dustrial production, their economic institutions and their labor and managerial 

skills to levels of high productivity that will permit high levels of consumption. 

What I wish to emphasize, the principal note that I would strike as we look 

from this point to the future, is that there have been changes in the conditions 

in which development must now go forv1ard tending to place increased responsibility 

for continued economic growth and improvement in the developing countries upon the 

effective use of private enterprise in the development process. 

The principal cause for change that I see affecting the development task is 

the fact that a great deal of development work has already been done, and that 

most of it has been infrastructural. 

A great many power dams have been built, and stand ready to supply electricity 

to new industries. A great many harbors have been prepared to handle a much en­

larged flm·J of materials and products to and from new or expanded industries. 

The health and education of labor forces have been improved, making more 

people employable at higher levels of productivity. 

Communications have been improved, power lines extended, and water supplies 

enlarged, all of them necessary preparations for industrial production and enlarged 

co1nmerce . 

Further, the building of many billions of dollars of basic economic facilities 

in the developing countries has employed large numbers of people over the years, 

and it has taught basic industrial skills to many of these workers. 

Some of the improvements counted as infrastructure can directly improve liv i ng 

standards. Fo~ instance, the water for irrigation supplied by a power dam maker it 

possible to raise more food. However -- and this is my main point -- all of the 

infrastructure building prepares the way for a second phase of economic development. 
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In this Phase Two of development it becomes possible to build a more complex and 

sophisticated superstructure of business and industry, making use of the work skilffi 

and the basic economic facilities provided by earlier work on the infrastructure. 

This superstructure, which I call development enterprise, is highly productive 

because it turns out goods and services that are the ingredients of rising living 

standards. 

Unless development enterprises in the form of many more of such things as 

textile plants, cement plants, petrochemical industries, machine shops, financial 

and trade institutions, paper mills, furniture factories, and on down the list of 

the myriad enterprises that supply our needs and wants, are now built where the way 

has been made ready, the rise of living standards started in the infrastructure 

building stage will not expand as it should. 

This is to say that in many places -- not, necessarily whole countries, but 

usually cities or provinces with the highest potential for contributing to further 

development -- the building of development enterprises now assumes a critical 

importance to continued national economic growth. 

And enterprise building is done chiefly -- and best, I think most of us 

would agree -- by the private sector. 

The importance of private investment in Phase Two of development, however, 

goes beyond the employment of people and their skills, and the employment of 

otherwise idle sources of energy and basic service facilities. I do not want 

to belabor the point , so let me just list some other reasons for believing that 

the future pace and continuity of development now depend in many places upon the 

skill with which the incentives that activate private investment are employed. 
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-- First: A rising standard of living means higher per capita consumption, 

and higher per capita consumption can proceed only from higher per capita pro­

duction. This usually calls for the us.e of new technology and of production and 

management methods ordinarily best known and used by producers in the private 

sector. 

Second: The less developed countries also need to be equipped with the 

technology and management the private sector uses so that they can become compet­

itive internationally in a world that daily lays increasing stress upon the use 

of high productivity technology for production of the goods and services that 

are sent into the world's trade streams. 

-- Third: The developing nation emerges into Phase Two, typically, carrying 

a burden of debt for much of the infrastructure that has been built within its 

borders. The emergent economy therefore has a stringent need for projects that 

directly and rapidly pay for themselves out of income that their own production 

creates. The private investment is such a self financing project, 

since it is made only when the private investors involved consider that the 

investment will be profitable. Their expectations may not always be achieved 

but, in that case, the loss is a private one and the nation is not burdened with 

a debt it must service. 

-- Finally , there is the fact that capital is short ~·1orld wide. Everywhere, 

in the better developed as well as in the less developed countries, there is a 

general effort to raise consumption and improve the quality of life, and that 

effort requires large amounts of new capital. To mention just one among almost 

countless examples -- the need of a North American city to improve its education 

system competes for capital with the need of a Latin American country to finance 
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the industrial modernization that would create new income by which the Latin 

American country could improve its educational system, among other things. In 

this situation the cost of money, which is evidenced by interest rates, goes up. 

Thus, the question is being asked more and more insistently, with respect 

to every use of capital anywhere -- including the use of capital in development 

projects in the developing countries: will the intended use of the capital repay 

its scarcity value? In the simplest terms the question is: will the intended 

use of the capital be profitable? 

The worldwide demand for capital, and its consequent high cost, means, I 

believe, that continued success in development will to an increasing degree in 

many places turn upon locating and bringing into operation development projects 

that satisfy both public and private profit motives. 

By satisfactory private profit I have in mind money profits in the usual 

sense of the word returns that an investor responsible to stockholders for the 

integrity and the increase of capital entrusted to him can regard as commensurate 

with the investment risks involved and commensurate with the value of the execu­

tive talent and the technology that typically accompany private investment. To be 

valid, these profits should be realizable, that is, the investor must be free to 

receive them in convertible currency, and the capital involved in a development 

project must, like capital in any other investment, be recoverable out of the 

earnings of the business. But I would also remind you that where a business 

prospers, and where the integrity of the capital invested in the business is not 

in question, there is a tendency for profits and capital to remain in the venture. 

Freedom for profits and capital to move does not necessarily mean they will move. 

Public profits arise from the fact that the public economic policy maker has 

been entrusted with the use of the scarce capital available to his country, and 
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that he is responsible to his nation for the integrity and the increase of that 

capital just as the private investor is responsible to his shareholders. The 

public policy maker seeks national profits from the capital invested in develop-

ment projects. These public profits are realized in the form of increased real 

national income, higher real personal incomes, higher employment, increased 

agricultural and industrial production, increased productivity of both labor and 

capital, expanded and improved labor and management skills, as well as strong 

growth of the economic blood vessels and connecting tissues in the shape of 

financial institutions and the institutions of trade and commerce. 

I believe that it is one of the outstanding weaknesses of the present out-

look for economic growth in the developing countries that the essential alikeness 

of private and public profit motives is not more generally recognized and acted 

upon. 

I am convinced that a growing understanding of the relationship of the aims 

of the board room and of the planning chamber in the current phase of the develop -

ment task can be very useful in the development process, because such understand-

ing will lead to fuller employment for development purposes of the incentives 

that are as necessary to activate investment in the developing countries as they 

are in all other places. 

But , does private investment take a form suitable to the national goals of 

economic development? And, is there a vehicle for carrying out development 

investment that is well designed to yield both the benefits sought by the private 

investor and the public investor? 

The ansv.1er, I think, is yes on both counts. 

In the joint venture, bringing together local and foreign capital and know-

how, private investment takes a form adaptable to the needs of the development 
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project because the development project requires local finance as well as foreign 

exchange, and it requires t he marriage of local manpower, material resources and 

knowledge to advanced management methods and production and marketing techniques. 

The vehicle is found in the multinational company that results from joint 

ventures bringing together foreign and local ownership. Such a company is dis-

tinguished from the merely international corporation which produces in one country 

and sells in another, or even produces in several countries and sells in several 

countries by having its ownership shared to a significant degree by shareholders 

located both in developing and inindustrialized countries. 

In the form of the multinational company , therefore, private investment be-

comes a vehicle for carrying out development project s not only efficiently, but 

also with a cautious eye on the desires of the developing as well as the capi t al 

exporting country , since its shareholders are property-owning and income-earning 

citizens of each. 

The International Finance Corporation is very much involved in the trend 

toward multinational corporations , because many of our development investments 

are joint ventures and result in the creation of new companies that are -- from 

t heir birth --true multinational enterprises. 

We have participated in 132 development enterprises in 39 countries during 

our 13 years history, and to t ake a few random examples -- we are now in 

multinational development enterpr i ses in such fields as fertilizer manufacture 

in Brazil; steel in Mexico and Argentina; tourism in Jamaica and El Salvador ; 

textiles in Nicaragua and Colombia; development banking in Venezuela, Colombia 

and Ecuador; petrochemicals in Brazil; paper making in Argentina, and so forth. 

I have picked examples from the Western Hemisphere but similar examples could be 

cited for our activities elsewhere in the world. 
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Let me describe one or tvJo of these investments. 

Near Santos, Brazil's principal seapDrt, a $70 million fertilizer manufactur~ 

called Ultrafertil is being built to be one of Latin An1erica's largest sources of 

chemical fertilizers. This company \·7as formed late in 1966 with the sponsorship 

of one of the United States' ma j or oil and petrochemical companies, Phillips 

Petroleum, and a Brazilian partner, known as the Ultra Group, a leading distribu­

tor of bottled gas, home appliances and other products in Brazil. The private 

sponsors provided 90 per cent of the new company's equity, and IFC provided the 

rest. Uni t ed States insurance companies provided loan capital of $21.5 million. 

IFC provided long-term loans of approximat ely $8 million. 

We regard Ultrafertil as a prime example of how private sector resources can 

be brought to bear, financially, technically and managerially, upon a pressing 

economic development problem, to yield satisfactory private profi t s and important 

public profits. Ultrafertil is a double-edged development enterprise, since, as 

a fertilizer factory i t adds a large modern chemicals plant to Brazil's industry, 

while its product will serve to improve Brazilian agriculture by supplying some 

500,000 short tons a year of soil nutrients. Further, we believe that the 

capital which was brought together for this new agribusiness venture in Brazil 

is a use of capital that will certainly repay its scarcity value, because, like 

every sound business enterprise, it supplies a real and continuing market need. 

My next example is one in which the development process is seen at work 

feeding its benefits back to itself. This is the Fabritex textile mill now being 

built in Nicaragua to make fabrics, for all of Central America, t hat are currently 

i mported. Usually the t echnical sponsor in a development enterprise is located 

in a European or North American industrial nation or in Japan. In this case, 
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however, the sponsoring company is Fabricate of Colombia, a company which is one 

of the outstanding examples of Colombia's economic progress. 

Like Ultrafertil, Fabritex is beginning life as a multinational company, 

with its industrial sponsor in Colombia, its ownership divided equally among the 

Colombian sponsor, the official and private Nicaraguan development banks --

Instituto de Fomento Nacional and Corporacion Nicaraguense de Inversiones and 

the International Finance Corporation, with a Bank of America subsidiary, 

Bamerical International Financial Corporation, participating in IFC's share of 

the equity. Further, the Central American Bank for Economic Integration supplied 

most of Fabritex' loan capital, to which IFC also contributed substantially. 

Fabritex is not only multinational in its makeup, but will also have 

multinational development benefits, for its output is meant to be sold through­

out the Central American Common Market, and to save foreign exchange for all five 

of the Central American Republics. 

The Fabritex textile mill will add to Nicaragua's -- and Central America's 

industrial capacity a fully integrated mill with more than 20 thousand 

spindles and nearly 400 looms, capable of making over 10 million yards of fabrics 

annually, making use of large amounts of Nicaraguan cotton, under the manage­

ment of one of Latin America's most experienced textile makers. We feel certain, 

therefore, that it will turn out to be a use of scarce capital that is profitable 

both privately and in terms of Nicaraguan and Central American Common Market 

public objectives. 

I have stressed the fact, and the consequences for development investment, 

of the worldwide excess demand for capital. I want now to focus a little more 

sharply on this development factor, specifically on the fact that in the develop­

ing countries one is often faced not so much with a shortage of capital, as with 

a scarcity of ~bilized capital. 
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It is for this reason that we regard the development of institutions for the 

mobilization of the savings of people and businesses for investment as a major 

IFC responsibility. 

We try to meet this situation in part by supplying capital, together with 

local investors, to development banks, as we have in Colombia, Venezuela and 

Ecuador. But more directly, we try to help local capital markets to develop 

while helping useful businesses to expand -- by underwriting operations. In 

this way we have helped steel companies in Mexico and Argentina, and a Venezuelan 

maker of animal feed additives to finance, in their own markets, expansions that 

have contributed materially to their countries' economic growth. 

In my opinion, one of the most beneficial steps favoring a substantial 

increase in private investment in the developing countries, would be a very 

significant increase in efforts to create local capital markets able to bring 

local private savings to market for investment. 

Let me, in closing, make two further suggestions, both on the premise that 

the development enterprise, financed and operated chiefly out of the resources 

of the private sector, must assume larger and often critical scope in the 

development picture. 

The first would seem almost too obvious to mention, except that the need 

for action is so widespread and great. This is the adoption of measures by 

the developing countries which will make foreign investment in them attractive 

by eliminating the negative factors that now hamper investment. 

Controls in effect during the first phase of the development effort, when 

activity is chiefly in infrastructure building, and is chiefly financed through 

official channels, may be obsolete when the continuity of economic advance comes 

to depend more upon the building of privately financed enterprises. Countries 
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desiring to harness private enterprise for their development purposes should be 

looking closely at the conditions in which they ask private enterprise to operate. 

Secondly --and here I address myself to businesses, banks, governments, and 

private and official international investment organizations -- the entire complex 

of those in the capital exporting areas -- as well as to the developing countries: 

I think that a great deal more effort needs to be devoted to an activity which, 

for lack of a better name, I call "promotional work": the work of finding good 

projects, finding local and foreign partners for joint ventures, and organizing 

the finance needed, in brief, putting an investment together. 

In the Latin American area, IFC is seeking to do this job for a prospective 

pulp and paper and lumber company in the Honduras and for tourism in Colombia. 

We are doing similar things in other parts of the world. 

It is not only that more people should be engaged in finding and working out 

development enterprise opportunities. There should be more people equipped with 

a larger variety of financial, engineering, marketing and other skills, including 

specializations, as, for instance, special knowledge of the conditions for invest­

ment in fertilizer-making capacity. It is not only that more money needs to be 

applied to promotional effort locally as well as from the outside. Money for 

promotion should be available in the right ways: as capital for pilot companies, 

as administrative expenditures where basic studies are needed that may or may 

not lead to investment; as capital for permanent development companies in 

specialized fields, such as the tourism holding companies, set up to finance the 

\'Jhole range of tourism plant and services, that 1;.;e are considering in IFC; and, 

as capital for the establishment of merchant banks -- a new departure that we 

are now considering -- to be national or regional institutions oriented to the 

finding and development of sound and useful investment opportunities. 
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I am optimistic about the outlook for economic development. I believe that, 

with a substantial part of the basic infrastructural work in place, we now have 

before us in the second phase of the development effort, an opportunity to engage 

the nearly limitless financial resources of the private sector of the world 

economy, if we perceive the opportunity clearly enough, and exploit it fully. 

In my opinion, this should lead to increased total resources for development 

assistance in the future. 

There is no area whose future growth I view with greater confidence than 

that of Latin America. I say so not only because of the Latin American contin­

ent's tremendous material resources, great spaces and variegated climates, and 

not only because of the obvious talents of the gifted Latin American peoples, 

whose roots go back to some of the richest cultural and technical sources of both 

the Old and the New Worlds. To these important considerations must be added the 

fact that the Latin American nations have a long tradition of vigorous private 

enterprise that has attracted a deep stream of private investment from abroad. 

I am certain, therefore, that the Latin Americans, as governments, as business 

enterprises and as individuals, will be among those who know best how to make 

use of the incentives that can bring an increased flow of private investment, 

both domestic and foreign, into productive partnership in Latin American 

development enterprises. 

In the Partners of the Alliance, under the leadership of Hickman Price, 

whose knowledge of the needs and potentials of multinational investment is both 

personal and extensive, the business communities and the governments of the 

Americas -- North and South -- have a practical helping hand in bringing the 

potentials of private enterprise to bear upon the infinite possibilities of 

development. I hope the best use will be made of them. 

Thank you. 

0 
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Your Excellency, Your Highness, Mr. Mathari, ladies and gentlemen: 

I am particularly pleased to be here because the establishment in Tunisia of 

Compagnie Financiere et Touristique is not only a singularly auspicious occasion. 

It is also a natural one, and a memorable one. 

It is natural that this new type of organization for large scale, integrated 

promotion and financing of tourism should have been located in TUnisia because few 

places in the world have been more richly blessed by nature and embellished by 

the hands of its inhabitants -- as a place of interest for the traveller, whatever 

that traveller's interests may be a place of warm sun and clear air, a place to 

swim, to fish, to sail or just to relax somewhere on TUnisia's hundreds of miles 

of pleasant beaches, or a place that is -- as Tunisia is par excellence -- a 

storehouse of archeolog1cal treasures, or a place offering a distinctive and 

colorful way of life. Tunisia combines all these tourism factors in an unsurpassed 

way. 

The occasion is also a memorable one, for several reasons. It marks the 

first time a specialized institution of the size and composition of Cofitour has 

been organized to assist tourism as a whole, and on a national scale. Compagnie 

Financiere et Touristique will promote as well as finance tourism in Tunisia. It 

will view the development of tourism in Tunisia as a national asset, in the 

interests of overall Tunisian development and growth. Cofitour will be a bridge 

between the private and the public sectors, building on the excellent work done by 

the Commissariat General au Tourisme et au Thermalisme, Tunisia's well known and 

effective official tourism agency. This is an approach to tourism development, 

to the organization of a sound business enterprise, and to national or even 

regional economic growth, that I am sure will have application in other countries, 

and possibly in other industries that, like tourism in TUnisia, have a high 
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potential if taken in hand by a broad based, specialized financing and promotional 

institution. 

This occasion is memorable as well because it demonstrates the attitude of 

President Bourguiba, and of his Government, toward the potential of tourism as a 

Tunisian national asset, and the determination of President Bourguiba to make the 

most of this national asset for Tunisia's general benefit. I can assure you that 

we have been on a direct path toward the achievement of Cofitour since the out­

lines of such a new type of enterprise was broached in a discussion that it was my 

honor and pleasure to have with President Bourguiba only last September. From 

September to June is a very short time for the organization of an institution of 

Cofitour's range of responsibilities, requiring 20 million dinars financing, 

requiring strong backing by both official and private Tunisian sources of money 

and expertise as well as substantial foreign participation. It could not have 

been done without the personal and consistent support of President Bourguiba and 

of the Minister for Planning and National Economy, His Excellency Ahmed Ben Salah 

and of his associates. 

This is a memorable occasion because the financing of Compagnie Financiere et 

Touristique has required the mobilization of TUnisian private savings on perhaps 

an unprecedented scale. It is one of Cofitour's principal strengths that it is 

financed in the majority by Tunisians. The Tunisian Government is supplying 

Cofitour with most of its loan capital. A consortium including all major Tunisian 

banking institutions will underwrite a stock offering to be subscribed by the 

Tunisian public. Tunisian banks and insurance companies will themselves subscribe 

to a substantial part of Cofitour's share capital and, Societe Nationale 

d'Investissement -- which, I am glad to say, IFC and the World Bank have helped to 

finance will supply a further importqnt part of Cofitour's share capital. 
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Another, and critical, Tunisian element in this new kind of development enterprise, 

is the fact that Mr. Abdelaziz Mathari, who has wide experience in both the 

Tunisian public and private sectors, is Cofitour's Board Chairman and chief 

executive. 

The International Finance Corporation is supplying both loan and equity 

capital to. Cofitour, in all, approxtmately a quarter of Cofitour's total capital. 

But it gives me great pride to say that it has also been our privilege to be 

instrumental in bringing together a highly unusual and distinguished group of 

foreign investors in Cofitour. These foreign shareholders who are supplying more 

than a quarter of Cofitour's share capital, are together a group of world leaders 

in tourism and finance such as has never before, to my knowledge, been assembled 

in a single enterprise. 

This group includes His Highness the Aga Khan, who, through International 

Promotions Services has had so much to do with the development of tourism 

especially in the Mediterranean area; Howard Clarke, Chairman of American Express, 

a company with worldwide experience, extending over many decades, in the travel 

business and travel services; Monsieur Andre Postel-Vinay, of Caisse Centrale de 

Cooperation Economique, the well known French agency of economic development that 

includes among its interests, tourism in West Africa; Dr. Manfred Lohmann, of 

Deutsche Entwicklungsgesellschaft, a partner with IFC in our first tourism venture, 

in Kenya, which, through a subsidiary, Deutsche Hotel Gesellschaft, is engaged in 

the financing and development of hotels on an international scale; Mr. Cl~es Nyman, 

representing Mr. Marc. Wallenberg of the Stockholms Enskilda Bank, tfi~ leader of a 

group of Swedish companies investing in tourism, and -- very important for the 
I 

regional strength they add -- two companies from the Arab world, Arab African 
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Bank, represented by Mr. Sulaiman Ahmed El Haddad and Kuwait Foreign Trading, 

Contracting and Investment Company, represented by Mr. Abdel Az_iz El Bahar. 

The fact that men from this group will not only indicate their confidence 

in Cofitour's future -- and the future of tourism in TUnisia -- by investing in 

the company, but will also serve Cofitour in an advisory capacity will make their 

experience and judgment in the complex field of tourism development available to 

Cofitour, and, through Cofitour, to the Tunisian nation. 

Much more could be said, but I will not take time for it, because what I 

have said already, I think, suggests the main fact that I want to convey to you 

on this happy, this important and most memorable occasion: the International 

Finance Corporation is pleased, and, more than that, we are proud, to be 

associated with Compagnie Financiere et Touristique, and, through Compagnie 

Financiere et Touristique, with the future of tourism in Tunisia. 

oOo 


	1654539 cover-sheet
	1654539-ocr



