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I. INTRODUCTION

l, Co-operation between development banks is not a new idea. Such
co-operation has been promoted and developed by the banks themselves
on their own initiative. The World Bank, regional developmenti banks
and other international and regional organizations have stimulated and
are continuing to stimulate this co-operation. IThe initiative

taken by the UNIDO in organizing this meecting hes 2s its goal to
iéomplement and to contribute to the efforts which have élready

. been started a2nd pursued in this area, by discuss:ng in particuler

co-operation betiween development barks in promotinz the industrializetion

of developing countries.

2. It is generally recognized that the financing of industrial
development has specific characteristics and needs. This explains why

specialized institutions have been created for indusirial financing in

[p]

many countriesfboth indusirialized and develoving couniries., Thes
institutions play an important role in the promciion of industrializ-
ation, Their activities are not limited to the financing of new
enterprises or thne expansion of existing ones; they also take the init-
iative in promoting new industrial investment by muking pre-investment
studies, by finding suitable partners for the seiting up of ioint

ventures, and by identifying sources of external financing, etc.

3. The aim of this meeting is to discuss (a) “he concrete
opportunities for co-operation between development binks in -~romecting
industrialization in developing countries, (t) the mechanism and
practical ways and means needed to implement this co-operation, and

(c) the role whicn UNIDO could play, in co-opera‘ion with other
organizations (particularly the World Bank and the regional development

banks), in stimulating and promoting this co-operation.

4. The UNIDD is conscious of the importance of direct and personal
contacts between the managers of these banks in fostering practical
arrangements for co—-operation between their institutions. Therefore
"to obtzin the best possible practical results from this meeting,

the UNIDO has allotted two days for the participating managers of banks
_to discuss concrete proposals of co-operation between their banks.
However, concrete proposals of co-operation between two or more banks:

cannot be isolated from a discussion of the general problems which are




common to co-operation between development banks. It is therefore
suggested that the examination of concrete proposals, which will be
made in the crurse of individual meetings, be suprplemented and comp-

lemented by a general discussion of these common rroblems.

S. It is in this spirit and to facilitate discussion that the

secretariat of the UNIDO has drafted this paper xith 2 view to ensuring
that a practical and concrete approach i~ developed at the Meeting. It
is suggested that the discussion concentrate on srecific questions and
avoids meaningiess generalizations. The questions might be discussed
under the following headings listed in the agonda:
(a) Co-operation in the firancing of indusiries in
developing countries;

(b) Co—operation in the field of technical ascistance,

sharing experience and exchanging information;
(c) The role which UNIDO could n»lay in fostering this

co-operation separalely and jointly wiih other

international ormanizations (particularly the

World Rank and regional development bankz).

6. The possible areas of co-operation are numrous and the above

list is not exhaustive; therefore it is up to the participants to suggest
other forms of co-operation. It is thus suggesved that in the first
part of the discussion participants should ideniiiy possible forms of
co-operation. Then participanis could deiermine more precise fields of
co-operation which, in their view, have a hign priority and the
promotion of which is useful and pessitle, Hirnally, it would be
desirable that participanis make suggentions corcerning the mechanism
and the ways and means which can be applied to wake this co-operation

mutvally advantageous.

7. Tt mey “e neefn] to atart hv indicatineg between which banks these
types of co—operation can and chould be encouraged. A gereral
assessment mignt bring out the following three points.
(a) Co-operation seems to have developed more between
development banks of developing countites and
similar instituticns in 1industrialized countries
than between banks in the develoning countries
themselves.
(b) Co-operation between banks of develepirr countries and those

of industrialized couniries has been more active where non-

specialized development banks were involved;




Industrial development banks in some developing countrics

seem 1o maintain only a limited range of business
contacts with financing institutions in industrialized
countries,
(e) Despite the initiative and efforts undertaken
to foster a iriangular co-operation beween
national develooment banks, regional banks and
“financing institutions of industrialized
cbuntries, this form of co—operaiion has remained
limited(both horizontally and vertically.)

If this assecsment is a fair one, participants could consider the

following issues:

Q.A. : Why has co-operation remained limited in each of the ihree
above-mentiored cases and what action could be svggested to
develop it?

Q;B. ¢ Are there any fields and forms of co-operation which could
be usefully developed in each of the enumerated cases and
what are they?

Q.C. : What fields of co-operation other than those enumerated
above could be considered?

II. CO-OFERATION IN THE FINANCING OF INDUSTRIES IN DEVELODINS
COUNTRIES - Agenda item 3
8. This first form of co-operation must be considered within the

oontext of the promotion of the iransfer of capital from industrialized
to developing countries. It is an important part of the co-oneration
between industrial development banks located in developing couniries
and eimilar financing institutions in industrialized countries, but one
should not exclude such possible co-operation among danks of developing
countries. This co—operation faces the same obstacles as those which
check the flow of capital from industrialized to developing

countries and it is confrontei with the same problems, particularly
those associated with certzin non-commercial risks. However, the
participation of a national or regional bank (individually or in

associaticn with a national bank) could bring about or contribute to the

. finding of at least ad hoc solutions to these problems, though pProbably

not general solutions.




At this point, participanic could consider the following issues:

Q.A. : Could the firarcial rarticipation of a naticral or regicnal
develonment bank — or both associcted — in co-operation
with financing inctitutions of industirialized countries,

contribute to 2 colution of the problems raissd and to

reduse the difficuliies which at present have to be faccd
in the whole problem of financing the industrialization of
developing countries?

Q.B. : If so, how and to what extent could co—operation between
development banks in inductrialized countries and those in
the developing countries contribute to promoting the

[
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financing of industrialization in these countries

9., Co-operation in the Ficld of industrial financing can take rmany
forrs. It may te apprepriate ‘o make a distinciion betwesn
participation ir the capital of a natioral indursrial develogment bank
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he latier in varisus differont forms.
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and the granting of creait to
As concerrs participation of = finamecing inzzituition of an inausirial=-
ized country in the capital of an industrial develorment tank in &
developing country, corserience shows that inic farm ¢of co-operavion
secns to spread more in favour of privete cecter institulions than in
favour of public saector inctituiions, Thic vartinipeiion is »ot
always a majority particimition; in uany cases 1% ic in fact o
minority participation. Thic mekes iis extension possivle to
instituticns belonging to the ovuolic sector. The moin objective of
this formule is to reinlorce and activate co-ojerction beiveen
institutions which have adepted thic form of financiol aszociation.
Q.A. : What opinions dces the meeting hove on participation

in the capital of financing instituiions of developing

countries? What are the motivations for such
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or public institutiong, for ninority aud majeriily

rarticipations?

10. To the knowledge of the UNIDO, there are no% many cases where
industrial development banks in developing countries have carticipated
in each other's capital. One couid therefore asx whether it could be

useful to extend ouch "inter—Yark participatione™ between financing
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institutions of developing countries? Some devaloping countries are
producers of capital equipment which could find a market in other
developing countries if financing conditions were as favourable aa
those granted by developed countries. Indu‘stria.l develorment banks
are one of the best sources of information or the needs for capital
equipment of the country. After having identified this need, it is
conceivable that industrial financing insti*utions which are closely
associated through participation in each other's capitzl are
particularly well adapted to consider ad hoc financing formulas.
Q.A. : Vhat are the views of participants on "inter-bank
participations" of this iype? Does this raise
special problems? Betwecn which type of institut-

ions would such participation te most profitable?

l1. The form which co-operation in the field of financing and, more
particularly for the graniing of credits can tare, ranges from &
simple commercial operation (ec.g. the granting of export credit) to
the formation of 2 consortium to finance a specific indusirial project.
It ic not necessary to enumerate here these various activities o a
meeting where 2il the participanis are profecsicncl tankers and
financiers. lLowever, it might be useful to meniion cersain formz ¢f
financing as follows:

(a) granting of a line of credit to a bank in a developing
country for the financing of investmenis in indusirial
projecis in that country;

(b) granting of a special loan to a bank in a developing
country f'or the financing of cone or more cpecific
industrial projecis in that country;

(c) joint financing of an industrial project in a
developing country w@with a bank from an industrial
eruntry;

(4) the setting up of a financing consortium in
favour of a bank in a developing cowntry, or
-in co—-operation with it;

(e¢) taking chares in iheequity capital of industrial '

enterprises linanced by a bank in a developing

country.
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It would al30 be interesting to know whether some financial
institutions from developed and developing countries have set up novel

financing schemes whose character is different from the more classical

formulas described ahove.

Q.A. : Vhat are .he advaniages and disadvarntaces of these

various forms of co-operation in the field of

financing?

Q.B. : In the experience of particirpants, what are the
methods of financial co-operation tetween
institutions of developing and developed cowntries
which differ from the classical formulas and are
better adapted to the needs of develoning
countries for external financing of industrial
projecis?

12, In the financing of indusirial investments in developing COuritricl,

the financial participation of 2 bank in ar industrialized country is

largely made throush industrizl entercrises in taat cuuntry. although
both types of forwula (financing throush an 1ncustrial enterprise in the lending
country, or ithroush the inlermediary of a development bank in the
recipient country) can be comnlementary, it is worth asking:
Q.A. : What are the advantages and disadvantages of these two
financing formulas and how will “hey develop in the

future?

13. Co-operation in the field of finincing with a national bank fop
industrial development raises a certain number of issues, especially
&s concerns the utilization of funds loaned to tne local bank for the
financing of industrial investiments,

Q.A. : Do participants consider that the local bank should be
entirely free in the utilization of funds vhich it is
loaned or are they in favour of the lending institution
maintaining a cer<ain control over this utilization?

QB. : In the same situation should the right of control be
exercised oa the occasion of the finanzing of each
individual operation, or should certain general

eriteria be muturlly agreed as the Tules and conditions

for tae utilizing of Tinancial resources granted to the
local bank?
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14, It is often considered that the industrial development banks of
developing countries could contribute to the promotion of external

financing hy offering their guarantee to supplement their own limited
financial resources and thereby contribute indirectly to the

financing of industrialization in their countries,
Q.A. : What are the views of participants on this form of
ce—-operation, and what are the possibilities and

advantages of this development?

15 The’ financial co-operation between banks of industrialized

6ountries and those of developing countrie.s can someiimes be

enlarged by associating a regional development bank in the financing

Plan. Also on its own incentive, the regional development bank

‘oould promote the financing of industries in a country in its

region in co-operation with a bank of that country and one or more
banks from industrialized countries.
Q.A, : What are, in the experience of participanta, the .
possibilities of bromoting such triangular co-

operation and how should it be developed?

16. Co-operation in financing between industrial development banks
of developing countries (separately or in asscciation with a
regional development bank) is particularly applicable in the case of
Joint or regional industrial projects. _
Q.A. : What is the experience of participants in this
field? How can this form of co—operation dbe
developed? '

II1, TECHNICAL ASSISTANCE, SHARING EXPERIENCF AND EXCHANGING
INFORMATION  Agenda: Item 6

17. Institutions specializing in the financing of industrial
development acquire in the process of their operations useful -and
varied experience. This permits co-operation between banks with a
long experience and those which have been created more recently
(where the basis is different levels of experience), and co-operation

between banks with the same level of experience (where the

basis is the variety of experience). Technical assistance,

sharing experience and the exchange of information need not be
envisaged only beiween institutions in the industrialized countries
and those in the developing countries; co-operation may also develop
between different banks in the developing countries themselves. In
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fact, certain banks in developing countries may have acquired a
particuler type of experience which could be of interest for a
gimilar bank which hac been established for.a long period. One

could for example, imagine a development bank which nad introduced

a successful scheme for mobilizing demestic savings or external
financial resources; in this case a bank which would like to benefit

£rom this experience could usefully obtain information from the nther

bank which already has experience in this matter.

18, The area for possible co-operation on technical assistance,
exchanging experience and exchanging information is as wide and cs
varied as the banking activity itself, It is rot possible to examine
here all the forms of co-operation but it may be useful to mention some
of them:
(a) Assistance in the organization and operation of
an industrial financing institution;
(») Assistance in the training of its
staff;
(¢) An exchange of experience of the develepment of
techniques to mobilize dorestic and external
sources of financing;
(d) An exchange of particular lypes of information, fof
example on economic and technical studies of specific
projects, or more general information on the subject

cf industrial developrment,

19, With both potentizl sources and potential recipients of this type
of assistance represented at this meeting, it should be possible to
better identify the need for this type of co-operation and ways and
means of satisfving them.

Q.A. : Can the particivants, particularly the representatives
of banks from developing couniries, identify for
consideration by the meeting their specific neecds in
these areas?

Q.B. : Can those institutions who are in a position to offer
assistance or an exchange of information indicate the
practical possibilities of responding to these
identified needs?
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QC. : What methods and procedures do the participants

suggest for promoting this co-operation in cach T
of the four areas cited above?

20. The study, the firance and the realization of industrial projects
arc without doubt some of the most important activities performed by
industrial development banks, Mistakes which are made in this area
are costly not only for the institutions themselves but egually for
the economy of the country. Frequently despite pre-investment studies
which are often conscientious, they do not in reality correspond to
the expectations of the feasibility studies made before the project
was realized. The experience acquired in the implementaiion of

these projects can be taken into account when prep=2ring prelininary
studies of a similar project in another country. It would be
regrettable if ihe body of practical knowledge built up in this way
-remained unused.

21, If it is difficult to conceive how one could completely transfer

the experience of one firancing institution in siudying, financing and
 implementing a specific industrial project to another institution, it
is surely possible to envisage a partial exchange of information where
the confidential nature of the information transferred was respected.
Q.A. : Do the participants believe that the exchange of
information on specific industrial projects,
jnitiated or financed by the institutions which
they represent, conutituses a useful form of ..
co-operation?
Q.B. : What would be the best means to obtain and
digseminate this information on specific
jndustrial projects?

Q.C. : Do the participanis consider that it would bo
ugeful if a "clearing" organization was established

on a permanent and systematic basis to handle

"these requests and replies?
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v, FOSSIBLE ACTION BY THE UNIDO Arenda : Item 7

22, In terms of the mandate given by the General Assembly of ihe

United Nations, the UNIDO was asked in particular to undertake:
massistance, at the request of governments of develcping countries,

in obtaining external financing for specific industrial projects, by
giving guidance in the preparation of requests, by providing infor;na.tion
on the terms and conditions of the various financing agencies and by
advising the financing agencies of the technical and economic soundness
of the projects submitted for financing".

In accomplishing this task, the UNIDO attaches particular
importance to the role of industrial financing institutions in the
developing countries; that is why its programme of work foresees
assistance to these countries in the creation of such institutions
and in the strengthening of those institutions which already exist.

As a complement to this assistance,the UNIDO also telieves firmly in
co-operation with the financing institutions of the industrialized
countries, as well as recognizing the importance of stimulating
co-operation between these institutions and similar institutions in

the developing countries.

23, A wide range of opportunities for co-operation will be trought
out and discussed by the participants. Certain forms of co~operation
will certainly receive more priroity than some others. In many cases
i1t will be indisvensable ito envisage a permaneni machanism for putting
certain forms of co-operation in a concrete form. The UNIDO could
participate in the promotion of certain forms of co-operaiion beiween
these institutions. The views of participants could contribute to a
better definition of possible action of the UNIDO 1in this area
separately or in co-operation with other internation organizaiions,
Q.A. : Wnat are, in the opinion of the participants, the
priority areas of co-operation belween industrial
financing institutions where the action of the
UNIDO would be desirable?
Q.B8. : What should be, according to the participants, the
role of the UNIDO to stimulate this co—operation?








