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Chame terla+,1 en of Industrial Development Banks 
and T..CÍT  Hole in L'c<moK:ie Pevelop./.ent * 

The Emergence of Industrial Development Banks 

Although many of fche baeic elements of development barïklnc can be tra:ed to 
institutions In the older industrialized countries àuV.- c  froa the ea/iy t.art of 
tlie 19th century, their employment in developing countries appears to liuva originatac 
with the organization of corporaciones de fomento in several Latin American countrlei 
before and durirg World War II. The sharp decline in the prices of primary ccnun- 
oditles during the 1950's led the govermrpite of a number of Latin American countrie 
to adopt policies deliberately designed J

JO pi ORO te industrialization. Efforts to 
encourage domestic industry by means of restrictions on imports vere only pcriiilîy 
successful. Domestic Industrial capital formation was aversely aíTccteü by the in- 
terruption of foreign capital Inflow and the reduced earnings from exports of prim- 
ary commodities. Private capital formation in domestic industrial activities was 
also limited by the shortage of domestic entrepreneurs with capital available for 
investment in industry and by the shortage of foreign exchange required for the im- 
portation of capital equipment and rav materials. Although World War II was acc- 
ompanied by an increased demand for at least some primary products, the need for 
industrialization vas enhanced by the unavailability of industrial conanodity imports 
from the developed nations of North America and Western Eurcpe. Latin American 
governments were therefore led to the creation of institutions designed both to 
establish publicly owned or mixed Indus ¿rial enterprises and to provici a financing 
for private Industry. Thus, Mexico's Nacional Financiera woe established in 19>^; 
Chile's CORFO (Corporación de Fomento de la Producción), in 19)9; Columbia's In- 
stituto de Fomento Industrial, in I9UOJ Argentina's Banco Industrial de la República 
Argentina, in 19*0; an* Venezuela's Corporación Venezolana de Fomento, in 19^6. 

Most of the industrial development banks in existence today, both in Latin 
America and elsewhere in the underdeveloped world, have been established since 1950. 
This surge in the creation of development financing institutions has paralleled the 
growing national interest in rapid industrialization and the rapid rise in the numbe; 
of new independent nations. Governments have established or promote'! the formation 
of industrial development banks as a means of channeling government capital and 
private domestic savings into industry and of attracting external capital for in- 
dustrialization. As has already been mentioned, external public lending agencies 
have played an Important role in assisting and encouraging the creation cf such 
Institutions. 

Bureau of Business and Economic Research, Public External Financing of Develop- 
ment Banks in Developing Countries, University of Oregon, Eugene, Oregon, 1966, 
pp. 6-23. 



Principi  Furet tono nf tridui trial I -ov- lorn rt l-ai.Vs 

•ih   ijotivation forth,  critic  >f industrial dov«lopnunt banks tes ari.- n 
fron thoe.- conditions    -n rally fourd in leas d^o)or «d countries  «h«" i.w»- — 
th*  fr,mitica of illustrili cnpitol.    Those «cediti ms incido. 

(1) Ih* ftbgencâ of privet« C«ï itol rsrkevc   lör ran:!»;, equity • rd lonf- 
tsrm loan earltnl; 

(2) Thü umlllin-niES of comercia1, fnks ori, 5,1 townr<l trad« finanche 
to provlck ev«n short- and cwidiua-U-m loans to any but well-sstaïaifîhoa 
foreign and domestic l'irmej 

(3) lha raiativ »ly low raU* of nrofits In ration to rick in tho fi 1¿ 
of industria)  invostx nts comp r.i with altura Uve ur e oì tiranci&J 
capital, such as construction, lana speculation, tr we, uva loam for 
coneuoptive purpose § 

(4) #.n unfavorable olivate for ícr«ign inV2Staient| 

(5) Linátcd «¿arkets ami high prociucUon cotti as. a confettano« ef • fhort- 
ag« of skill d labor, technicians, »ni »naferiai corf«t#iee| 

(6) Th« need for pro-lnvestaunt eurvye and » debito asc-ssr^n*. of Ind- 
ustrial venturos; and 

(7) For at luast sorte countries, the inability te obtain fbrtìlfn omimm 
for Imports of Industrial équipant and «ataríais. 

This list «ould to extended, feit It would includa conditions **Ofih «re eos*©* t© 
all undftrdevftiopGd countrias ana union explain in lar*..* rsaiur- why thay ars un- 
derdeveloped. 

Many of thtìfe cbet acias to industrialisation lio out eie® tho ability of 
financial Institution» to correct or ameliorate.   ¿itheu^h thort wo notable 
«jesoptiona» industrial dwelofment banks generally io not play an <a*r«prt3n«tirÌAl 
role in initiating industrial projects or in nanagin.'.- rms iBdtt&trlal ventur*a. 
Howaver, thuir ¡«stivlties frequently «xtwri to assi-stanee in nobilitine other 
sources of capital and in providing various ions of toehflieal má r.dvisory •«- 
vlcas in connection with proposed nm industri*.! u4*tui es or the jxranaion of 
•xistinc on ss.   Yot, the roU of industrial davtlofssaat banks is essentially a 
supplementary or - in tha industrialisation process in the s* nse that in tu* ab- 
sence of a lsrr  nu&b >r of conditions favorable to the creation o* proauotiva 
privat« industrial enterprise, their exiet<mca by its«lf will not erosta such 
ontcrprisw. 

Tho majority of industrial dwelopawnt banks aru c^rcorn^d neinJy with ttto 
provision of financine for new or fcxUting e-nt^rorlsus,   V^w rthalase, la vary- 
ing degrees the? de proviti« other services, many of which at* essential to their 
own decisione with respect to application» for financial assistane e.   In  mdition 
to invtstieating ^ determinine the ieaeibiLtty of projets, th-^r my assist 
applicant» in securing capital from other sources, nnd may pr»jvid© technical 
assistance to the firn or help the fir* in obtoinin<: technical and «anacería! 
services.    In soma countries inüustrial oevelop» ¡nt banks function in clos- eo- 



operation with  induolri-l 'lev ,\;o. ^ nt c nt-- i .; 0/ olh r ;   mc :   of t   c*'uc!.  . ¡Dist- 
ance,    l-ovo inuratrL.l   • v    ?p  .nt  mrur <.-"y,   -i*.h :• -y thu*    *"• P i,r  Xí¡ C••••; . i\.ti<:n 
with oth r -     "ci .!,  ii;.rt kv; ¿uiv ys for  in. p*tii-c:• •. of i¿ nt^fyinj' in!u:''-i'i 
O'-pox'tunitifiB    Tad i iv jv,n } 1 iy an aetiv    icLc iu brin.;irvj that, to th        t....i*      1 
of pot n1 ial investors,      uch proí,x>tic:i<¿l act¿.vitií»b d    not AD », n.ral  loom j  . • •<; 
in the   ictivitii.s of th.feu institutions. 

In th«? fi* id cf ju/cly i'inuicl.O  op.r'.ti^ns-, om    •..*- MíCúI  ì .• .arch r v ?ls 
a v;.ri ty of tvr .8 C fu anein, , rapine fron  r* I tiw'y  thort-t m 1<> ns to    <n;ity 
participât 1 n.    îoru ¡ut lie C-JV top" nt bai,!: s th/1 • r., hj v¿.ly com.',Ht d to prjr- 
otional   iCt.viti.B or operai»   in clo.    coop >  tier  .at,, rov .ir„*r.,.rtal clni''Lrl«.s and 
planning authoriti ••* rray froviue nearly Ell or th    v st bulk ci th     -quity -»ne loa" 
financin   of nv'* unt .rpvi-> .•»,    i th the irw  r.ticn cf .-¿lin,  their equity invi.str.ont ¡ 
to riuvitv; invectors    ft r th     nt.-rnrite has Locom • ..Rtablish—1,   i.ut sue    ¡rtctic 
ar. rar« for incustri&l tan' s,   n,   t h   ont ri rises projet-a ii. tí.is v-y nr»  iAwiy 
to be 1 r£.*»•€sI0 und.-rtak.lnrs such   .s stJ<A plants.   ..ar./ tuilic industriai de • 
valopnuiit b^nka .m. rmlti-furpot, Institutions   nd  ÜJuar.-ü ac+ilti"& ir. tiw publie 
aactor, such as power and transport it 1 on f-ei¿iti<s, yfaizn li - oitside th1 «cop- of 
activities cov -r d ty cor àcflniticn cf industrial dvv lonr nt  renks. 

Indu Lt rial dv^lcpisnt baj.ks provi...  fin r* int  if th • for   uf leth lœ ^À 
currunci *g   na ror ifi; a.«hait   j ir> *>%   eai ;   1 loan liny tJ-.o th*. form of a eon- 
bination of local currency for tor ering do*;;--ctie exp nuiturca rdUUd to the projet 
•ná cf for«i?n «athan^e rc^uir-jd fer comçon nts ii^port^é dir^ctiy uy th.« taorrowsr. 
In count ri: $ i.i.thjut «aushuifi. controls m  vlwrc irport iieens a   nd forcipi «*- 
diafiga ar   re uily ootain-iul. for industria! insorto, bor rotters ,. v.     ci.tiiÄt 
fNrtfurcnee for local currency, Bine« it öoo»  ,ot imrol-w in exch-jfij« risk.   \M th« 
other han., la eountrics «li^ri. foreign jxohnt»e is difficult tc obtain «.ven for 
c*:ital prij„et»# usironift;    ror induftrial d^âÀqpanwi banks r«af be tha «at-ioat, 
or |. jrhars tha orly, wej fires em obtain fortín QMhanfu for tho ixi.pons they 
require.    In fact, *a susp ct tt.at in a rn»ntjr of inttaneo» fir»a m y sealt loa na 
froc inc4irtrial d jv.lopwcnt, tanks nor. -1 a »dans of obtainin,   foreign GXCM nfu 
fw larorts than íor th   r«rpose of euppl--K-ntinj thir eapitU. resourc»».   A« 
ctojf *«*-ûB, thy UJ^ k*vn tuffici* nt local eurroney rcsourcj* fei tiwxœin: th<ir 
eapital OA¡ anditurot if th-xr Iced currency mr^ r-ruil;- converta ule intn fr-roi^i 
«ícehanpe.   In auch ciscs industrial doVilopeunt canks próvido a rourc-' of iortl^n 
*«ehajif@ fer private industry, usually ntdo rvu41ablc by lo ne fro«. . «Vernal ienö- 
ing a oncUs to tho imurtrial d@veloiaij|«4 Uink, <«u ale© p rfoK! the function of 
allcoatin   ataree foreign oxihMif ; anong altern, tiva tases,   'iho relè piayd by tho 
ojtu>rnul láncifii, ngonoits in this procasa will be caseuae.4 in Chûpt r IV. 

''.raas of lavette 31 ¿t   ctivity 

.^hil-i by á .finition all imluatrirl da* lopa^nt b«n -» wike lo. ns to the wan» 
•féiturin'- soctor of th,* t»w*OPiaa in which thty ©forati, th«c   r ; by no enana 
^it'hly ao*«i.p.Uied.   ìett of tht*, . 9 r woal^d e   our »«pic, indicate firenei&l 
assist =4*; te BJCtorË oth r than avinufaetwinj, wd ir. a »wear of er coi their 
inv ï»tL«nU in such fi "H* aa a, ricultur«, mining and sm Hin', hrubinr, and  in 
ücor.cnie oytrhaftd facilitila euch ; a ^lactrie rôwe*' '-hd trrnsportation, are sub- 
st intimi (s-* Table I),   l'ha früc^isiiöy di stri but if n of loans to meh oconosic 
ate or as    pr-janHed 1» latlo II corr Bionda rou^ULy with thj co^ooition of in- 
v.jtr*>«ta by Monomio sector noted in Tabic I.,  -hilo lowus tu rconuffcturent    ntar- 



Tatf -  I 

¿ott, etiti 3"  e Inv  ••!, 
• cti'dt;' o 

ut? •» 
f   nt 

1.   •.y ->••' iojjj tit i.. nkf 
ri rie • s fina ne id 

ietivity Substantiai >ail 

à;TÌC'U tUi'fc ....*       * 
Co *r *rco  - • • •    *• 

*n»f eiurtne*  ^ 
4 

ritti fi -#..»...•«•••»•»••» 
i&tieing ..,....• -•»•• 
â -«trie r»wr • • «  

îfifli.'crieVi.«'*»» •• 
Coo*un.e tion,.....•••• •• 
tffis« buiIdin,&«.......* 
K ?f ini r*g» ,«.••••>•*•••••• 
t MftHiNC« »•••••••»••••••• 

2 

5 
Ó 
1 
2 
3 

2 
0 
È 
5 
1 
4 
3 
3 
I 
3 
4 

F^'-Ufd^ 

2 
1 
3 
7 
'S 

3 
3 
3 
2 
2 
3 

icona 

3 
5 
c 
1 
2 
2 
4 
5 
5 
5 
5 
4 

letal» 

16 
io 
r* 
16 
16 
11 
17 
16 
11 
9 

12 

• Tetai nMfer of r««f©f»»». 
¿anregt   Repli«» io ^p.ttA««^r=, 

ÏSKVÎ?liTSTÄ'-Ä! S "f c^^^^r, .. «i* intano 
SfJ&Yif & &S * — -** i-ttwu* that ^/rjìf!!*^^ti^ 
î^- «T-ifieftliy »rrittod.   m tt*a eaeu of «©«maree, uffic* euiMine oamv*m•m$ 
ShSS^^Hil Sortie« of «K d«v»lo|»»* femü« in our wtpl««c?« f*o- 

^«SI^TwtXit.á or S*«n»i iwtitaUo». «hioh auppl* a lare« portion 

©f thwir loaaatlí Ito»»« 



Tabic II 

tY HjU ricv    f  .u<  'ii tri    «.eh L"*w. 'ci'? 
Ly buv';icpa. nt Links 

-ii. 

Activity V„ry frjqujnt       ¡-.any few Ilonu      Total 

Agriculture,.,,,...,.,.. 4 
Conm-rco,.,....,, , 2 
ranufacturing,,,  20 

liining,,.. , • 
Fisheries ,., 1 
Housing,  3 
Electric power,,,.,  1 
Transportation,,,,,,,,,, 2 
Concunication,,,.,,,,«,, «• 
Office buildings..,.,,... ,, 
hefining.... .,.,.., •« 
^suiting,,. ,..,..., ••• 

1 
1 
2 
4 
2 
1 
3 
2 

• « 
1 
4 

4 
2 
1 
7 
a 
2 
3 
6 
4 
4 
7 
6 

4 13 
5 10 
0 23 
1 12 
2 13 
3 9 
3 15 
4 14 
5 9 
4 3 
3 11 
3 13 

Sources    keplies io questionnaire, 

Tablu III 

Areas of Economie Activity Eligible for Finance 
at 23 Industri»! Development banks* 

HCtivity Permitted Rot permitted 

Agriculture,,,••••••••««.*».•••*«•<•••*• U 
Con»-roe..,.,,....,.,.. ••    4 
¡i&nufacturing,,,.«.,••.*.,.,..••••••.*.• 13 
í tinlng,«,,«.«•••*•*.•.,•*••<•*•««<•<••••«12 
Fisheries,«*•«»•••*•••«••••••#.*••<•*••• U 
Hon sing • » • t • 
Electric pc* 
Trsnaportati 
CwMunicati 
Oftie« build 
Refining«•• 
sMext ln£» , § 

• 3.»,*•••*,••••••»•!•••••• 

••••••••••••»••••••••••••a 

••••»•••••••••••••••a*** 
•!• ••••••••••••••••••••••••••• 

§ 
5 
? 
9 
J 

11 

U 
17 
• • 
2 
6 

11 
9 
3 
9 

10 
3 
1 

• my bmkii did net mm*** this implry. Sen* banks iasüentöd thtt the question 
©f tjuir •ateading finance to sa activity in tea« of ear eat«#eri«s tes 'tot yet 
arisan. 

Sources   Koilles to questionnaire 



-6- 

oan ï rms 

,Uh,u,h suv .ml of t.h* tanks in 0-^1-^x0^^ ^J^^^r« 
vvith „-turiti .3 of le,, tten ay«-, ano intO;    * bücu lo ne co^ iuinß 
tha-i 25 r-r cunt of th.ir portfolio, JON than 8L r r c -ntc    « - 
infer-  tien on lo« tern.s raco loans wth «turiti**, in ^c ... of fiv   y       , 
n^rly 6f. per cert W, loan« vit, ^riti;* of .or.- .. t; ^     *. ffUon on 
IV).   /OTJOV r, for    ore tha-   6(  s~r cont of th    o  i  toi-wn, 

Tabla IV 

Connection of ..ebt rinuncin-   .Jde   vailall:    «^J^J^ 
Year by 21 Lov.-lorn. -..it .aúks, by   aturity of rinuncine» 

i . ~ « • s to iC        • ors than 
Tercont of ì-8Bthan Ito 5 5 ^ 
portfolio 1 y^-ar ****• * 

0.10 C,WP        • ,c, .,tff-        ^:» »u ; 'J , 
10-25  *•*»" r' V T 
25-50 ;¡ Y>>1 ,'j* iV,i,t 
50-75. - ü f»:; , L c H,i K,t 
75-100  ' *     ' ' 

• Letter symbol» r*fr«>nt bonka rätpondiiig to our qu «tiei&iro. 

Source.   Uenlioa to (pcctiom.i'iru. 

Urn t.•, — tha, 50 p* cent £ t*^ ^ Í^AS^St^ 
furias with Giuriti s of • *£*£%£ *A»2Í. iwSAÍtlrt «m- 
providiir Infor cUon on th. ^ turiti •M

of ."iv^" "turitiei of ovar ten year: 
50 P* cent of thdr portfolio* conatituted loane ^,'.wmei gì * 
^vWtluà.se, tlw woiihted «rarere rxturity of tba lo* ne of th, banke ro   vna« 

St ìn tOTw"L ° r?o" .• ¿tot* «t. lo*-t,r, fingine in **Ü«M 
countries. 

int,r.ct rata etere, on „„» lc*n. tj 22 bank, in« ^ J•*«* "&. 
inforïtlon b, Purity of ta » •*-*«*£ l» ^J ff ¿SÌ.£'re..E» 
lo«» -iti, a »turttjr of.«, tu.n-oi" r-« «"J?.-"»;^ ^ v"   Mulo tlv.« 
.f tatara rate. ^^M^laÌlì! LTÏÏ^ÎtS l!î» arfîo* ret.. 1» tì- 
nto, »ay aPf-ar m-***, hieb r£a*^* ^'í0•'i£i,Ziearcitv of coital 

£.*?!£í'co^trit   " „any ...-•• M» »*- •»«¿¿'¿"¿SÄ ST 
""" found to tw 1 e. tv n thor; e hurt oí 07 .«mero, a *»*• /« |ÎÎÎÎf ¡*SL 
.¿orlar »turiti--..     <*«io,B nt U«. MU( fJ^^SttS^ to 
„if!, „t «ount ofinflation   in axaj.^f    P-^^^Ä, ,.„ 

I nt. tf ch^a. Î» w' «OX« »ai«, of th. doraatle curro«*. «. » tart 



currency lo<ns a riv d    re    dt   -¡tic «on re s.    ' f *• *   •       •        r 
v ,-lojr  nt uonke ir> ceur.trl t    /.t   . .  r,n¡¡,   ^ i r. r t *« 
sorvic f ,.yi   ¿its tr  cu. i   ¿r in tt.    c    t  u' It vin    ííA} ....        t       % •     f  > 
caduic h'-t t ;un  tr.Etitut.d Ly tu. . « c<-    AC4  I, i    * •.<   i*.        •      e 
(Li    ..) of f-razil, am   ty CC-PO of Ciui  . 

Ih-' ability of u v lo î   nt t rw   tc  eh..       r t »   » •   v 
n'jrk t rat ~-fe of i t^r .t    lis E  t'r-'.-r, t..    f ct  tn ¿ ,   , ,t • 
fur**»,    tu   m .any cot .t virtuU.l¿    *1    f in *r f-r« tt . r        i.-    i    r 
putlic scure fa or   írorr  ^ntciit t i . r.; 1 1  r,s .r.(   i.      v-,   f,     ,»       ,» ,     tm 
or no-int r ft lor.ns ir c »i it A <. n riuitiont -. t •* * ,rr     t*(    »» 
eru.-. countri s th    e, trai uai 1' ¡   r it* m at'r..a t*- ; «  '     r    .   c   ».«   t-   ».#• 
at lov. intr;»t rt.tís,    "ih fc« scure .í o'" ñ n, .t  .ili « üí* 
chart ,rs. 

•js>i   Coll. t^i 1 . n<   'rofit- h • rin/    rm<       *ts 

Mlthou{»h f cía t:*n naif of* th*   ír bar^í, íV (Mr . •• • .    r *Q*1 u tí   t IR y 
h<d aiot.i sor.c le ru \i theut rttguirln'j s^cutit;', l* r u<-    • tt •** e, ti   •  *.*• f 
irado unb'cur-id lorr¿:   infr ; ¿Uw ti?,   nu a&ly 4 bar.:     r , ort d u       <h   te« «1 v  lus 
of thcjr unsacured lount» ¡nun auf u 5 r r c "t of th       iu .1 lo t¡»    *«   .    m 
Ftoet ces F untucurvd AO,.W- vor.   'ac   only in con^iinetion .-it    >**uiv p*j't>c¿? %Ut n, 

Vrrious typos of coll te al "r   tce pt d bv develop!* nt l      e, v.u.   ortftj;« 
on property or  ¡qulrm nt t ine th,; :.c-t ir qu rtiv u. d.    ;    ;c,   e.   ut.   :• :   t.« 
quire option» to purehîs- oqttity bhar 8 or Hcctrt ö *bcn*ur c cor» rti» t    *t*o 
equity rhtr-B, provided their cha* ti 6 partit thj hold ng vf   qui ti •.    . ueì. rr •'«• 
tice« ari etirloy «I tu an lner Atitiß de'ivj   » •   .   sn« of   nadiiv jv lo-*, n» 
banks v.-hieh <.tk-- hi?jh r.ûk ioa!% for n wv/tnij; u    hr    in th      tr«r .nrrj 
profit» of successful fenturrii^os.      .v:r.t<iun tf th    «y\   t«m nt if..k» r-.^oni-iw! 
to our 4U «tionn ir ¿ ï port û th t t..>-y   • ¡loy^ on   or *ov   oc th    fcUo-'Jf^ 
arranpem'aits in the ir lenuini- epurai ion* t   >) »ecu-rdt d %rwti*etitn in e ••** t 
of euDBtmtiai }routs by borrc*iíi{; jntjr,ri£ .«| b) ov.U ntut e c> nv rtitl    mio 
equity &harv.&| erRi «) opti ont to juretosc uquity thxur i < t th    Itcr-Uon of il*; 
bank. 

flau of .¿MM 

.•e fount ¡JO unxfor it,y «irorc l^   ¿.ncyttrAil cjv.lot.nDnt «ni ¿ léth r.ti «t 
to the sise of lonne.    hm.oir^r, th«; cito if» »cure .t of fimtnein   of Wî     ndiv* 
icftiel banl* t .ud to tíut;**;.in   in pr etAtu tt« mini/R*».i ana tr HííAS til    loam 
th^.t Lhcy vn 11 itt-.k-,     or   Xfmvl ,     1-r*ra publicly ©»»tí ù v .lofr.^nt »...i:, «ich 
as urani!'» isíL., which hi s í-uDstarti?l toui« • of M nu. firn ih      v ttc rA 
and frwù F,L. 4C locai curr ncy r c-iftb, "áJA wk   l©^.c of .1 * Ulicn cr «>ru 
to a primato st ol corforation.    ih- mrtsl rm^m li   ro«   $$,V€Q to 4M0#û0©. 
Tha mRjdiBum sii^ loan U^IJHC^ upon th- atte t a of th    lcroUnc ii»6iit«tion»   lypteally, 
privat û dw©lopn*înt bink   could net ^ptropri-t^ly pfovi»    »rsiitare« b ' f oa 
fronet in au saount j^e^-adinr I" to WO p r c nt of 1U e*ilt,il anc, r.;  rv t. 
&on;tln' s lar.':..-r lo n thf-n « dev lo^ni Kt l'^ik w»:ld norfìily n*k_ out of itt own 
risoureo8 aro airarr- ü by rsrtlcip. ti n of »nt »n tiruai 1 «din tifi p which 

1   For L   iiicussvon of th. ; ia - of io«rn of irimtô d v top» nt Inks, e--c In» 
t<îrni?tional Finance Corporation, riivsto     v lor«-ft  fimmj -ostr ri e,   a&him*taA9 

U.C., Jun   19^4, p.t.   Ih ì av-ra^- sise of lio-m » ûv by th   aot'oreion . innneiar* 
Cola lic»n? oa    i^arrollo induttrial w-i t^o i ttt fiv: y ais íB cb ut   ê4,«JOC, 
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l        r    nt i Tí'-  
c        t,vi  "  c0 thrc'- V th 

previde fun-* rcr -r-cifio lo^ •     c. i ^     O    ^     it* •   lntUt,tî;..    ,   .vuo,,r ni 
t,r,,ßtic u,vJLopn *t  or, <,   i» -_   t*ei,*^      " For dÄJBTl^ the .aneo 
trr' eh     . i •«"• er .at e!, e tu-   ly by ti.«   ^^IL nto a ia inc'ubi-ria   eoiana y 
'oPuí r ir Colombia and th    Fonco da   ^¿^ J.'«cfJ.J ^lluU..,.   Thirta« 
Peo.u,fte ir. .--ìdeo pre prototy,e of .^^l-uusin ^    ^      ^ r th.p a 

0f th. Urke in cur sun 1      - at   e y  -v s^ > ,_    lh.T;;. ircrtein banks tho 
certain minium* usually a «ir. -quivaLnt te¿fâ'^f    ^ banks ar   urßQo to 

ndntou» was   21,-/0 io :J t , .  .¿»^ . ouiîîllî of $2C,<W »ni.e.   their operata 
Wko lene of a eiz, nucn 1 ;cs than £     c*x•± h»cMt Q, puC.s or,raUon*. 
are suUiài**!,  r .¡rUrp. cn ß f ~   -si-»    o co 

^,08 ses 

„ v,, nur' nr. r.l^- vor. reluctant 
Mt«i,; tn.   .naurtnal ?%*lo,o ni b,nk. cov; r e Jj ou-^ ^ ^ 

io   newer 4u btxcns r -l.-ti»»: te. tn tfio_M a"^ior pr0Ucn: or bari i * to op- 
hav > noi  b.an so substurUal a, to ConeUUAc a ^  pr fc ^ 
orations.    Usually losses on F rticulcU /f^^.      p^ts ;,dr   Bi,-nificont than 
not to irpair th* fintini •c^>WI» c:t"    ¡^  =« th   inutility of Knl:» ra- 
lo». * r£ltinc fro«, f juuf -: vo rija y lo«n. h ^^ at crti.    Ths c,sîra to 

avoid snodine a lose h s tnut i .a to > e 

Loar. Criteria and I rioritiJ6 

,  J     i       _»   h HWR tc oiir uujetions cor«CQrnia.  i he Ite ropile. of industrial d-v .1^* b .kß to our 4« ^^   rioritt^ 
«rit.ria **lfl»» in .rovidineJirv;^^f^cJUth ratp.*t to ih» rclj of 
«.OUR lo« arpUcptions orovioo oiuy !•^o. -v» nc rc80yrc,8.     s indi- 
industrial d ;vaormrt bunks xn ^J^SSn   tn i» .etici» rit inj to lorn 
eatod in Tall   VI, 23 of tho ^.^.^"^Stj to in» et^nt in certain in- 
crttrrl* ihuxeat- th,t *^*^^^^ï£ï tLy attach priorities to car- 
duetri.s.   in edition, H «f^^^^i l.   /.Il î-s^nnle deni ü ths» they 
tain roornrhioai «sr-*t- ' : thin thoir •?•2JJ¿.;"f ir¿ :mt, but th;Se rupliss 
lai te «nt,ry*ls.j tlwt opn • ay_thJJ^ «fc^^ 8^„dard intern 

ÎT AîS^îSL^i^S r; ¿^ SÄ5 Sir.-. 
Tafel.  VI 

Criteria Usad by ..cirsio.i*-* i^nkt in 
.-.lloci-tin^   oan» ..awng   nt rrrls;s 

1, Undo te   »nt rrrlc.m th.-t o« m th» ^                        j^ 
hi h st rat, s of intw.st........••• •••••••• »                          24 

2. ttuoh-o hie   Priority to crtaxn incuori s 23 
3;   machaß hir». 3 riority to ccrtoir ^tiias of ^    ? ^                         W 

4      ttàchls'i'rxòrÌty to uorrovcrs of r-lattv ly ^                         l? 

io« lut cc.rtbi. -.Tot vorth ;;::,••" 
5.    Attach f priority to c^rtJan t o rarhicd  ^ 

areas within th J country **             "" 



Source:    Iiepli. & to questionnaire 
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Caly $ of th'j 24 reS'-onrlin--  b'u.ks u-     intJr st rat ; ciff r ntjDis to  £ivj? 
certain inc'uslri'S.    i:i most C«.í- p th s   ei?f.r. - tiri;   ire 2 rr »-ont or lui e-, 
however, ont Lank ur>. s di ff. .i   otitis of uy  to U p r ~ r.t.    ' r.iy thr r: L'u.kf  uso 
difforont i.als in irt r.tt to fMver io . •-  of c rteir. •:'•%..    n    fcorrcv  r.   of certain 
n-t vorth.    Only t-.^o b--',s use ..iff r ntirls in Ini ./it crrr    t- to f vo:   .-•   c^ix 
xo¿ratjhic i   ";ns in tlreir cc•tnX.cx e.. 

¡v?r¡ L  .   s   «i.        ;î t ci *  xi" ' riüü'«»*« ni': U i  «4 to» LU »ii L> >i  en i t»-.* a 
and en ¡-.olici s -do¡tod by the Un*.   Orly tiro LP .ve. r.ly sol J.;  or. th ; provision» 
of their chart rt for th-ir priorities in supplying fin-.nee.    Fifteen not>   tint 
the priorities th?v fellow at tn    or b nt ti.t¡„ Ivv    L^en evolva as a matter of 
policy.     '   few banns act. thrt thay çiv , priority to consuiu r KO. e ir um tri  3, 
taking account of the pt•<* .nt ft afe- of d ¡v iopn nt of their country,    L^-v r*x 
banks noto thèt thfir lon^in.   vnu  inv-.stT^-nt prioriti.s üí : in general a^reonent 
with the national ' uv lopaent plan. 

\ ¿quity Financing 

Twenty inoustriaj. idovjloprr ,nt brr^s in cur t? tn>\ 1 .• ot   2A invi cat <îd that they 
bra subscribe tc  ..c.uity\eh-. res in jrivf.1, »:rt ririe &,      hil   uneoutt jdly tho 
majority of inouttri^L ü¿v\lupro rt bsiut rrvjvid« sn...  ^qtiif fincnem, ,  th    ro- 
L-ttve Affrpoitaneu of such financia  differs ^r»;atiy aron, o ,velop;i nt tenka, ,.nd 
flttcupt for tiiOB   b '.la v.noi.j \n\<,sti¿nts „ru 1 rgrûy in iubliCiy ovn d   .it  nci^i, 
equity financio«. t¿n.¡s to conti it utt a rjxaciv.xy s:   i.l ; roj. ort i en, i s& t •, -n 2s. 
preent, of thiir to al inv st.,.m.s.   Usabl. d;ita for 17 inciuctriaì ci v lotn;.;nt 
ba.iK»; in our tanfi,, x^ie ta th .it  <br h  of th.*- institutions th; ratio of   :quity 
financir^ to tofci iuv .t.t   ntu- v ¿.J. i ss tifi 2C r r CíPt    nu  tio o*' t!u  fours, oan;»i» 
viti: equity  ..nv.bt'   nttt   .AC ¿edinr. ¥  r> r c.nt ^T.. OULIICIV o\.ri> d institutions 
vdth 1-r ,   cofmLtrr.jnts in rubxic   attaiTritas.    (f  -*fabl    VU.)   . tnonc th    rrour 
of 11 wriijkn v.jt i ratios o''    quity to totèl financin   of 2»   p.r c ;nt or 1 se, three 
barwe iaucot.d that th.¡y did net r.rof?r tc •..-n^g ; in thic tyv; of flu ..-«in, } 
these cnn'.x ;o¿t» s ¡;.oa -ratAy lov ratios of -quity fxne.nc>. to "ov.n" cai it al.    ho^ 
evur, thr";« buiko in th.* , roup prcícrra tu   .;a ni equity f n:¡-cin;  in • pr.rc>[-riatti 
circurrst ne ¿s, but only ono u.¡K aAj.r.fs C ur.quclifix. nj „f i  ¡,ca fo.    -quity 
firincxng as ccniparad with loan financing. 

Tabla VII 

ratio of   quity r'inancin   to ïotal im jst,- 
for 17 intiuttiaa^ . ^ir.lopmynt Lanks 

nt! 

Ratio in pur e ani ¡upo^r of banks 

0-10 
11-20 
21-4C 
4L-60 
61-80 

81-100 

6 
4 
3 
1 
1 
2 

Source:    neplijs te quo Etienne i re. 
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-    w    w    ,      -o rC fho 2S r-mlvir-'. indict d th •• thy f'o not 
Tho rajoritv o'  'h, b,r-:e, <2 CJ ^ •r^ ¿f Lnc -^ir. th ir carvi .ir«, 

r,ta;ri -,-rofiU.i      ^-'^'^ lU8„     /;     '   ,,    fir.b , xo established f  the 
anc '.xrrü sed a -oLcv of : oil,:.   -^¿î,^^ .¿      ih,r, is consideraci.   • *- 
point at widch th,- .quitiee could be r -uily -rk.t u. v,iürm:nt I.idea 
Kence, hov,ev,r, th t equity fin,^in, tx:. u ^  \^\£\   ,nt ,r[vit s. 
ana impedes th-  flow of fun.« ^ * ^¿¿^í ^iìy unfein. ,.ot d th. t 
Fiv; Unks in th,   ;r,u:   of 1-". oxt nuiaf. sul^ntJ,u-    ft^ bj a lack of d v,lored 

cai itdl mark-as.    ihc olh^i   fiv- tarn., mu h; d t ccITifJ 
satisfit -..it« t>ir ability to    ark.-t ^i ^ »f •n   tlr t tfwy hn0 not 
profitait aiurprib a.    *hru; of th     iv _ ^ ^JJ-^ « ^ apFarÉintiy 
axp ri ned difficulty in aolllv. equity ^ií'B (i5 th" ca.o of ,ouity holding 
hS not „»had thj rT- «i the r^ xty l» "£ •• ¿J^ cUt c-, t0 filing 
of public or quabi-puUic an turkis e, tn r   i«v 
sh*r;s to {.rivatj investors.) 

**r*rU* ar^nt *r invent i;t^i;^%on^fcSi:iV:^ 
countries thjr   is a shorta^ o   .quit., c    itai £"* d   thrfr tyFv8 of ri.6k 
pria,..   Yet th. la.ic diff^nco beUjcn £u^ ^^   ¿^-turr. loans with a 
cntlta, .ueh ^,  ¡br oxD^pl«. Pjrtxcirnljxn   n £^o°.r ^rrit  8.   îbU9f th.ro 
suitable ,rac v ^r^^^^^l^tmncin^ 'piret. *n Austria 
would saan. to i^ two o^vanta^a in   f^oyin.¿£«\* t t^        iial of an onter- 
ûov,lopm nt Unk •uprlyinf. a substantial r«^ " o' ^ •1^% % nation on 
prise may find it miratale to r.-Uu» « '^surc of «oAroi_w      r 3}dstünce 

Sto boari of doctor« of th • cnt r^ ^Î^To^îïï* ^ roü b   an in-' 
or telline * ***<>* • M* eion.    :ocom, th-   r^ha-ox   *     y gharQS ^ 
duatrial duvolbp- nt Un. ,ay faailxtat. th; tube*u-nl ¿J- ^cion nay 
privato donatio or for.i-T xnt.ro.ta. ^•^J!'^" tith the induatrial 
bo .•iCCOmTUahod by utóurwriting tha ^;«; of ***** ú-íirwritinf. hsvin-  to ab- 
d,v,lopm nt ter.k KWI r^hap» oth r partieipsntj in ^; ^J^1"?^   of irPUgt- 
aeib aíd to hoi, tho unselu aoonriUa« «» a time .In toot, a nu^b -r o^ i 
rial dovoiopaM banks do «v»,.e in V*'**^1^*^1^;^   adonta-îa of loan 
toKüS,  th/o   teoic factors ir mir., in fJ~iûbr^flS;'V^^^of 'rovidin« 
and .quity fin'.nclnt%    In «thm;-J^fc..if.^ [r°^^^ y ^iS'of control 
long-t«rm financxn,    ithout an intor^t ,4th r in •   ^J*^ ^ior., i^ form 
or in Militatili, tlw oiatrlbation of ^^i^te    auîtî ffímníin^   'ihe roacons 
of U,bt fi^ncin, .oula jp^to ^^%^%'£^&»i*T. ^ «ell 
for this ccr.c.usion *>r • tvofold,     irst, «•**~r*nJi.fi u       *lod of Ur c    unti tho 
ti. up th, iMnus cfh:    ,v.lopmnt tanK »ran i,jd ^JfJ- J^• compuiaion to pay 
antorrrieo, ^-n though ,.c« ..rat -ly successful, w f;f "M£   ° X-wyr &ub- 
Svidondt or f tire its equity capita, and roeond, if the f^^-J^r S aeU 
auntial aivid« nds, tl» industrial .ev.lopr.mt boiu   ay u. 1... than ca.er to aeix 
a hi-h-yicldinc ast?t. 

Prü-?inanc3 Inv-îstijeUon arri Imrestrr^nt-Opportunity Eurvoy« 

lrriuftri.1 oct-lopwBt barks diff * «Woly vdth rcsp.ct to ^^«^¡¡H?- 

tauft, ttet «•: hmvuy ¡j^ ^^S2S?rSSU^ U rr^duccien of 
por   den -annoia» " ^;. "*». ^„"„^    Moweï.-r.   MEt u.,v«lor«..nt Unk. do 

j 
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:.!uv->rt hol e *..!", bro'ci  ínv ¡.t:   nt-opportunity SUìV ys ;.r>'\ f-..fiii.Tl.L.ty rtudi  s ;.r ^ of 
•3r.1t i' portaneo to  th-  M;IOV J. of r;. •t.icui'f pro J ct prcpoi»? Lf .    In :'\ •   c   >• .F 
. ovvrnront d. a^-nci   ~ o-h-r t!i     . n- ':I¡I;í ccv ,lc, • • ni.   •..• r.AC ;• rcv.it. •' invt-it-     i 
EUI-V ys, c?lc" \ . th t-h        t,:r,Lnc.  o!"    . t .rrul  t, Cii^icrl u - ¡.t'nc    :J.    IC:. .r, :     h 
as th'.; U.i . 'p^cL-il ''"unu.    innv.ra.1   -: tir   *r .riCcU: o unti i incertain iiuu~tr.;.l 
d.jV:lo]...!nt bani;s : ay ¿v-ly en uro'.o ¡.urv^yc unco* tnl'r.-n ly ¿ ,.thr nation-..J.   AOVJJ.- 
oprvnt  CSíI.U    For -.xci/ipli., th   L'UIO Cl   .t.Uce ir; ini! , th.  larcc la'. u~t rirl 
do  tur ozi; ola, -nei th    »^ncj •-. : •''ra.ntia y »c    rtc  - 1.   >/ui^i ria    .•o'ii-ra y r-q- 
U3Íia in    e:cco ^r-   .~1    to av il th    1 ,JV.¡S ai' inCuít. j.r.1 inv btr .nt-or poitur.ity 
surv ;ys unuurt-.k-.i in tu ir r f; -ctiv . cc.ur.tri's ty th    ..mLitu+:' .nt r, ntionud 
carl ir in this paragraph. 

In countries ' M.ch YìDV^ xr ìì-IICJU c^si..' ¿ratir ii-oiictria! 0 v .o;i;i it; the: 
incustriai n!. -ay :v;q ii; a• lice-it e fer fin. "».aï.*.A. orlata.'«e 'o pr-r-nt an an- 
alysis of tli : vec-.nic-i, fin^..ci-il, °nd -.corsie f J>.Iibility cf th-ir rroros ls; 
this ana.ysit inv-lv ;s irforiuticr. of th tv pò nor;rEuly inclut. ;.d in roco-jr indus- 
trial ana r¿r«tet surveys. Thu* , th.- Lir.cc ; acicnal co i\isenvi l^i-rí^nte AíCUJ:-íCO 

of Lrnzj-1 sUt r that: 

It should te e-  h;   i¿ M th¿t tho t^DE's require' -ni h vith r < a^u te, TOJ cts 
suudtt d to it  í'c.   e insic ration led to th - jolaUishm r.t h r   0" tirms 
spacialisir    in th; formulâtloa oí' tue), ve que s* s.      ti«    thon, thjr. has fcoen 
a ra cirk.bij i.nrov iont in th    dccuij.r.trti.'m nomai ly attache to  ^n^icing 
applications. 

In tún.üar vein, sn official of i axico's ìacional Fim-nei .ra etat:*» *hutt 

;.acienal .''ir.inci ra in t articular ly eonc;m*i thct parkst projections túke 
into accouit rt-a^istic -pprcisale of  -xiöting rntrthoc's ano riccees-.c of pro- 
duction, Cefi e*   -quip, nt and roqulru'enU in exietini, ii^uttri :s,    no that 
duo consideration irx»    ralyiic oc i trad of product biJ-.kdov,nft unci COURUT I 

and induetriaj. pref 1 mc^s. 

ùctm industrial dovùor&.nt banks, whil^ not hsavily .*r.-\.?-:iù in troaa in- 
vestili ¡nt-op: ortunity furvcyt., und -rt' k   il- it 4 ^tuaic3 cn IJO-If of clients. 
Thus, th; banco GuWrr*amuntul de Forauntu para Ptu-rto íleo not^s thitî 

as a ¿antral rule wc only consider rtuci u- > ith ru^joct to ;-yrtic .:h r clients, 
that rust t ¿ carried otvt prior to financin.   wy th- cliont am. i.t his ^;.pcnso| 
...the coots of operation of our Loan Lopertment involve POMO forine of pre- ^ 
lnvestn,nt or pr< -finance expenses v.hich are not pr-csKi on tc thj a rlicant. 

2. «.«ncc "acional do     s^nvoivtoianto bonomie©, Infor»nation   ufcrnittd at 
th« Internati onnl Tank's í-o.¿tinc on l)ev ?lotmcnt Jante, i ay 195», P« 52. 

3. i..   lfredo ravarrot^, Jr., Mf acicnal f'inaneiwrat   lolici.s una Practices 
in th- Fi Id of Industrial ^roI/oticn,, ( .ddrats tc th; .m.rican Club), i exico City, 
/••urnet 2--», 1V62, p. 10. 

4. reply to ! art II, questionna irò. 



•   ,   fr-dil   ru lm^t:v,ríí Corrotta-n also dofin~s a 

riddi :    r.unn,  cf tin, ti. • -»        "*;-      * staff ancJ  tat ti** Ihrer,.» 

th. er.plovifi.nt of outside consults. 6.»   Int, 
ization of Or~~ce noUs tn-t. on  «ji  ^* „www    - »"Vit 

A „,r.t un^l. „th. various actors of W^ U »£î «. 
rus-arch cep .it.,.-t.  iron t*» - to LK.    £. d „_, sh(,r, und>.r 

^^"¿^^< ¿£**'^• ***•'• •"**' 
•r.   „,„Ti « BU-fîU that th. najcrity of 

duotri.e only in e.*upUonax cas^s. 
.4      *v, -t.    i« a n-'^d lb»   inv'Btf nt-opportunity 

In inau.triaJ.ly prirltivj cou «tri* th^v i.  a   ^ öxpcCtvid fr:,   aT  1- 
and feasibility surveys tc proviJ, ini or.- j£• •£ J     ¿       ut bankc.      e shall 
icanto or t,r,rar.d m an od ^^* £^ 'co^ntrCo sUi: .7 to accento in- 
examino bri.-fly thr*a arran0 * -nt b ,jnpioy-a o 
dustrial duv-lojmant. 

in 1,61 t». ,ov«a,nt. of ^r £ ^•?¿g?li
!^X?£Z¿+~ 

task of CZV-* 1» tha pronotlon of ^T•* f£reE£ „e to eonouot lnv^tnsnt- 
CounolX of ^uador.   '¡••^J^Sl acUvltl». in ori» to *ttr«t In- 
feasibility surveys and una^rtaKe rroiroviwu 
vestors into certain industries. 

, *~i «, , fwibilitv étudies and had undertaken 
Durine 1962,Ca:DUD eomplatod fivo ^lS2¿S production of ¿L*rt eon- 

proaotional efforts in 12 i^8^^"' S Stirici,    'or scare technical 
Sin,», charol fertiliser»¿«J^S^" * because of the licit* 
studios, foreign eoi..u üng firn.ar-nir~a^ ^^ pPOVldQ8 teehnic.il 
variety and number of its own p «onnel.   £     ^vcî, provida ar.y financial 
Mrtrt'i». advices to inv .at W » «^^ÏÏ?. "nt bank «dtt. in «tor. 
8,rvic,8.   UF ^X^^uÄo^U banks hav, b,en under 
although proposais i or tnu crcawon «* 
study•• 

.ho second t*o of arra^-nt for "*£*"?*¿^ITSS^ 
is that pr^lins in ^^^r\h^^S^^^ ?• nt0 ^uetria} 
lt. attition solely to industry, th« I^|t^VF1 COT! t <i 13 t^hnical-economte 
(Iiäi.M), ••» cr,atd in 1961.    .uria, ^1-^100^^^       ^ockin^ to 
feasibility studies, run:in¿ fron wood alcali, corn r^^ ^ ^ 
caustic »oda, li£ht lulU. ^dJ^^ a ^wïî^f it. studiut durine 196? «mOd 

^TdiT-cf ariÄ1 îT*-^ r^¿ ^ *^er squiVilont t0 § 
2.3 p«r cant increato ir» n tionai produeU ^ ^  

$m   Uaply to ^art II, qucUonnairû. 

8.    Inst, .uto ralvadoreno ae fomento influstriin, '•«*«*' » 

February 1963. 
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A third tyre of arr*rv> - r.t ir th;>t ^dstin ; in :'icrivi- ua.   7V  In^itu»- 
de Forntc 'acirrini  (i  ,". ., ,.C) v.*»f. cr     t d ir ^953  -..d     xv  -   LK   t-.k of   -'i,,Ci' 
div. rcif.'Mir,  ' nd ratior.. iizin    nót.onai  pi  ducticn in ril itr arr cl& "9   'i > 
L.i-.:-C contracted the services of the  i tarif or d .tosarci,  institute to  "r.-r-r 
Hv-Ye-r Pro-ram of Industrial Jevjlor^nt in . icara u  .    :h   ovii'd at- 
tained ov r 150 su ¿jetions for indue triai or rations-.' -uit d to    ic'-ra u-"   Y 
states, »Liar L^.art-nt cf . ecljiic   .    tuul s is propar ut-     iv . a • 1 1 • a-"* stance 
^/h ' P'-P^tion -n(1 'JVal^^on of industrie  prcj cte."lC   Li tli'   *a— radicati«- 
li.FL.v.C pr-j6.-nt:, 22 projets which itt stuoia. h,vr. iu   -..,1  o -s L. 'n-- f. • -iti  • 
these inciudu cotten and r:ycn textiles,  harmed iu^i.r,  m fri   rators, ..-,ov I cíok- 
in_ utensils, and ;•- riculturai hardwars. 

Ih- fcAist...r.ca of iread industrial eurv.ys covrir- ¿jcibtin   vid not rtiri 
tr-rk3ts for tn. product, production .¿nd transport COM.",    .nd various technical 
proU-ms rnif tin^ to the industry is oft.-, essential for an adequa» inv aia ion 
of iodfi ¿.p. iications.    Tha ur¡a-;rt¿kinf   of such surveys and tu -rovi ? ion of all 
of the r lovant data ty the ap: lirant -s ufuaMy no: ro&aiU. c^rt in tho ces; 
of suable rir..e v,itn p.rto-nJ. or r sourc & for hirin~ do»   stic cr fore i • n con- 
sultine firms for unuortakinG such audics.   Onl   the li-iyoat incu.trlai u,v iop- 
ment banns and pirhart thos^ r,coivitif   -.ov-jrnuant subsici.r or those having accasa 
to technical iSGistanco front othor a, onci & arc in a ooeition to undertake such 
inv sanations th ratal vet.   For exa-tipl?, in dircutsin    lu- op ntim s of tho Falci- 
star» Industrial Credit nrd Anvcetment Corporation(FICIC), Profesor h/hart status 
that afW "ttu appraisal conalttcu daciddo in favor of a full inv eti ation, tho 
first st*p is a preliminary analysis of the product's pot ntial r,:rkU.    if no 
satisfactory marka exists, furth r inv-sti(ation io hait d.»U   1  fcrrinr to the 
operations of    outh   frica's Industrial Dav-Lorm.nt Cori ore tien, Professor ifcbart 
states that: 

The fhiencia*, tho mnrtotiny; or th - en; ir.oerinr dapartm-nt le assi-th. d pri- 
mary responsibility to sue that th- ^asic aes^oscïnt is conpl-ted on echtiulo 
and to ir,cv£ th. project forward if it ree ives a full invcai^tion.    This 
assignment d ^nds upon '-jheth * the project invclvs caini/ : aik tin-    fin- 
ancial, or ea/'.in'iorin... proti^ms .12 

Ira cost of Kaintainin; train .d epeet-ûietts in oach of a nu&xjr of fields 
is substtntial, and only tho iars.fct industrial <\evaopjn'jnt banLs ar„ in a position 
to have thur on thgir staffs.   The cost of usina outside- consultin   firvs for in- 
vesti-ationc of arplicationt;, a substantial portion of t hich to net r..-siut in the 
rcakin« of a loan, aay be prohibitive.    In cas :e uharo industriai d-.vHornu.nt tanks 
»aks loans v.ith funds derived fro* international lanciin^ sganci es such as thu 
uorld i.ank i^oup, AID, or Wbt full information r¿(iardin.T th? proj .et and its rs- 
lationshiF to the industry r.a a whole, as well as its prosale u«onc«ic impact, is 

9«   Instituto de Fcaento Kacional, îicarayu.mseï    ¡¿n lus .anos I us tre Pro¿jrose 
Industrial, : Ano-ua, July 1962, pp. 9-10. ~ 

10. Ibid., p. 25. 
11. Jt. l. îyh&rt, fjot*ai4 Frof Dssionalism in Lgvelopaiönt unkL^, ¡ assachusatts 

Institute of Technology, Caabrid:->, . assachupette, 1964, pp. 14-15. 
12. Ibid. 
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hj   .in*   rn-'   '. nu   <i    ncy.    Ï t      w ^-,,1»   d   fo- l<\w  i'iic1   -Uhi   L,  TP'tv. ¿  iy    f.-   -m'   rn      '.MM   •••.   -v.,.     -   - '.cees 

Ubîï nuíl-Í, vl not  t,    n'unu-Tt^.n in th. *id; rar,,    of induM,.   - r,rr-      od 
by projets suh.Utid V. d:vU.onunt t.i.kf- fo,- f^uCiMf. 

;-c'.»rùc.-i   -r.wà    arv ., I W     :î î-**<"-    c • 

,   .    , r.     r-i-i    «-< stacco "i v l. trovjr d both i. rrcretiorwl ri of i r îP; r.l     ' txX.j       ri'-X    >.«i **6 veli il»s»    •••-  J    t •••»*'- * 

„..•m b-.nl.« rak. au,.,  étions or r ,«,«*.-n, ^n   t. ,«,,>-cW»     . ro^r. ££« 

^ i^ «¿«ta« gr ^r tviï;n\ r:vk:rcL:r:"r;sla^icB.. 
£eL"e an^u, loan aprraisal ty a bank -ill r **-l ' r «.   3.r   ** «^J** 
„trfitü it in n,aa of advisory »«wies.    Twelm- of th. £ t^nks in air swplo 

not a that a portion cf th ir staffe w.r, T^VíAT t^k * "Tun^mmg 
ten grilli «tist.ne, to cnturprls nir, flw^;V?h^i?f ì\ * 1 -r4nSL 
thc>.e ir. th    rroup nt  turr.yinc such serve:* noto! thr p^'    'r    V      S 
avail thuns-'lv* of th. nervio.* of ecntuxtinf fir»» or of at h r   -•«**;••    *?* 
of th    16 banks th, t did not .unintain r i *it.«t nta'fs fbr rigidi npt-Ontdc al 
at TT^Sit rvic ..a cnu advic, to .nt^ris*. «hioii thajr "*«* ^'f* 
SSt tfc.-t- fir t aia uot usueLly rely on th    i *vic.s of •onwltiiv; f*«s or othor 
a^ nci-s, 

tini es un inuustrioi a v lo.m.nt ht tv  is mbuxûi^ VLi^^ÄoSrSttiir 
ib'-   to wkv    h   tschnioûl assistale   ano r4viaory ctrvic- funetion» •••\r-wrMttV 
¿hrcu'h S^ci W of f, «a. th. dav^io^t Uftk, *f. ^^ jjrtJ^U ^ «** 
ia aA«tod to mow H rn>nt to tho ownert on its opcrutioM, eamot^s a «Ou 
PITS« such aowio«.     -v,n lu th. ca.a of pubUe ina«triai daviopnnt bank, 
that ar. mt«iJiiad or *rs u«!,r i.ca pr^sur   to she.- a profit, loth   h    tjortei-». 
of s^ci ii.ts n.«Jcd for thoir ov.n op. «••• t^-ons in inv    ti,at np una r rr *»ift€ 
projects   nu th; i->r e ovsrh^d ecMt of m^intuinini on th ir ^^     ^^1.. 
divereifi d «nur of'ap-*i  lUU ^.uirr «• te provi,    n    r .t v.ri.ty oí  *<"""• 
which luav u'r^oir à hy tnir eli ntc pr-joluu^   etivity in **tJ*'*J£:****m 
M occaeionrd virit Ly «rocuUtts tu th    f irt t,in¿   fi«-no«d «r4 r«*»lj« - 
ter» ^aaiftnej tócn th y can spar^ tho pjrroiir.ji.   i f eorn^ -.*-.r ; iw^auwct^ 
batiks have a l.,rß^ ^uity c w,it ont in ft fir.., t»wy ...ay hira B«»M£ Jrs «?» tua«- 
niciane who will b   ecunp nsat .d by th   fin t 

cotre of t     asr-.-ots r latin. to th    a.cisinr, of % publiely em?é ûm l^Mà 
tank te providi t cknic'l porrle is arc auwarisjd by th.  foli©»!!* stat-««i«its of 
tha Induftrial lank of tóelandi 

rroqumt censed „ration he o m . r  n to th • t ehncloeiaal ftSf*«tt of tha 
link's activiti s.    . *or i ti i f th.) Unk »via conaid r <l satins «    * *«©" 
ardite a^rt    nt of l chnic -1 s «rvie^s, Uut h-s not y t dono so,   ino .«in 
r     ens for 'ot dein   ihis h «v ; b- .n thr ct   T-ehnic.^ly train d r opilara 
speci^.UsLf, *,ith r th r narre*, bp..*:«.UoaUon,    It w ult t. nt.a«t*orj to 
hir   sjv-àTl    n i»--  -ta iti ( IT-r to t.; r.^to^fbl^ s-if-aoffieiint.    It hfs 
therefor   L ¿.m founf f  o: «ci    ccwr'ini^nt to c 11 in -. bf cinlist vhrn rn- 
Huir-jd ..• or to r ^y on   uuic institutive .... íeeondlv, th.r» is ta» 



8^\?Í',íh0 lnBtituti(í1 ;i• the cet.    Iceland ir a m 11 c„mt rv      ,>•    und 
stability ol an extrayant ovorhaad i. th«refero alwye Pr " ní in ih,   tjs 
of the people.     And thridly,  there Js th..  fact of * Vor,  ' Uit.*,\r\ ,,!? '   f 7 

n .-v.if L.:tr. ,h    uit>     i.    c. :•   . ... 33 ' ' '    '       •••-•• 

Yot in den,-tic financia* in und^rdoveiop .d countries .-,.   well w  in oxt,..-   .   fi 
nanclnç    net enough attention ni* b.on t-iven J. t,chnic,i agiata ¿«    to h" "f ,   \ .¿' 
îîî , ÎT^f ïe°n ProvU«*- ;xt^l technical aar-iatanc,- PnJ Undi n , , rc t 
can provici, a limit 3d urrount of technical assistane, te io urtria' d.« ^1-ii ».t *•" ' 
part.cu.ariy in th. trying rf officiels, hWi en r.bf;  :   ,n ¿¿alliait VrT ,   ' 
contera or in undertaking industrial and rapatine  aurv.-ya ar.d 'th > t-.-üir t f '"   ^i 

».Jl£ÍÍÍ Ï       S' to
1f

ndMtPloi enterprises but wt depend upon industriai deviti 

blî   •* i?î inriuatrial dev.-lor»»nl Urte nor technical pereonnol fer ¡mistrial 
b^nt t £n'Jn mCEt C7f' a? rarticularly in th, caí of jrivnt.- ir^t.    î 
barks, technical &rd managerial asaiatrnc ) vdll hav<   te !a -r0vidd ty do->¿tic or 
foreipi eonaultin,   firms or ty , overnmont-sponsored productivity duv-ícp* nt cj Tr 
bf fi•« s^JT^ ^f1^ Uth aM*^*nr. fi-ncial, and oth*r «ertile íeq^ed 
by firms soeKinp and obtainin   as.ittinco fror ind*trial de-Mojín nt  banks. 

Relation To rational íconanic riannin¿ 

««i« »5ïÎ!tr!!ÎlBî ^f T?,in the fomilatíun ani  Alimentation cf national econ- 
ftr%iï52î.ïî    i  ^thfc  ffUUre °f thC Piamer8 t0  ^via« f<r adopte incentif íf^f^íl*  i^staent in th« private «cow ni*  th., f,Ulsr¿ cr ^.,     lm, ¡^ 

wlopaant baraka and other intanfiate er-id it inaUtutioas can p rfcr      -, imc-tant 

cbwtiv^^r^ Cafltal \ñ a n,mw -»^ ^U *"»»*' - «tPlÌ;i fi^'thf 
teto Íí2l2 aTfLTthfrL10^1!1^-    ^ ^3rity * tft-   ^-triai o«aicp»t 
ÏÏÏSLÎÎÎÎ ,       ?£? ^    ^^ take ^ c««ntry's 0V«.rall djvaof^nt plan into w.- 

ht îï SS1?    "î1^ «»** th^ «k« flpeeial afforta to promote *he , or.U ««prWd 
Siî    deVñl

t°FCie* Pi*».    I «-««rar. Wo of th.iv. davdLopr.Wit bnnks, Lot li publicly 
Z?<t£P°r¿ G that4hey ñrs ihö «J» i^tr»»ent8 for  financing ,h, r*Lí5?¡1aí 
SrStPSÛTa;;       wf ?^V«**<»r««* ban^i  (two of whtóh ír. publicly «red) 
^v•î*  4   y f,Vub^et t0 iwort».-nt tllccation SyBt^ «*t«M.iehod by iho 
S^aïo^nt îiwl1^R *! ^T10nal d ^^r^ont rlan.    Four of t h, privily o^d 
mrt h.^rL       ? 'ïï10*^ thftt lî»y-.ft»Uoi«l the   ov.mnnt«, aav,lnn*t plv. in part but wart net oblicuad to do so. 

t«AM S^SJu^iUf^^i'^^^0^"1 '^^ t0 »Wcnal rl£nnin« mla^c •«ricui ^ca- 
«Zìi 6 í1^ ÎL0 fÜlcio8 t0 ^ foXl^id by indwtrltl ¿,va¿p«iA ba^ka.    to? 
Inn ìli^ìLt^^^K^^T tetk clvn ^iori^ te ^« Prc«lsirg or 
tll^l^lrïlÎT6 !* Whfh lcftn aP^ca^°^ « rustle, aimpl^ b-ow»»"«iW 
Í«, ï^^   f Bí     î

ehaF9 0f ihQ PUnninf authorltiaa aa tocpir«d with nor; frot4«. 

•5i!îr«      ^ï **U prCdm9 «wbatittttea ** inpert», raamrdloM of th« eoata of 
ITl^i«!^? ÌTl:• mit^Uty of tha indvtatry for to, country.   Many studente 

or publiely owned-and ©ontrelied, 

.•..ai«t to fr«e to accept or reject spécifie project«! it mat. be fr ?« to set 
conditions under which loan« will be rede available am to d **nd isodifiea- 

13   Reply to Part IX, questionnaire. 
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tions when unscnrr. rrojccts *rv prc^nted to it;  A. -vs. I     r^x        ..... 

it trey   .v.r. h.v   to ici-cVcs. n...i a.««.«.- i-oss-.-ssaon of th.:  ..swus of tfu 
pany thnt it helpd to finance,    14 

rea 
:.C3, 

¡;ay not an obligation to adhere fcigidly tc an industrial devclopm.nt plan 
comprovo the rrinéipla of autonomy of car lopr^nt tan\s an sel.ct.r. r- t <=t 
on the bari;, of sounü uennoric ine £. nanean cri* ¡ri' If e ccv.J.cr-rr.j.1 rr>. 

is to attract inertie c-ipltl and Bocurc ¿iitncii* ir».. ^Jj0^1^^ *£. 
•tltutiono, it cannot bo paddled witn ritraiate placed on it by P^-ning auth- 
oriUea and governmental a^ncies r««km to oiruct the allocation of the nation 8 
capital    riclornant bankt can certainly promote th* broad ^'StSSMSctor 
objekiv* of a nation by makim capital avallati   to tac privet.   ird u *tr ia1 sect or. 
It. rrrmotional activiti s en uncover opportunities for invest «n    i   «Mr .xist 
in rroas favcrcd fey the d,v dopant planners.    Cthcr poyorn* *tu F^ciea, such 
S int,maUanal tU,.,nd tax popoli. caninflu^.iije¡*r--nt J«^~;    ** 
« p*uicy of forcing darrt*!*** tShka to meet tne ^1P^s^Îi

t^iS,ÎÏÏSillli 
plan b/unerlT to invent pricritiut that override ^^^f^^^fT^ 
Ld d^idine u^n loan application, would net s.-ar. to f, c^ns.stcnt *iU30c4d*~ 
vslopaent bankins.   This does not mean, cf cours?, U.tdov ^pmont b '^ eh^U 
net tak3 into account the general oeonordc impact of their invi steint decisions. 
ïtîlA^SÏ probSbility of a 1«, hotel or * ?» "£*£•C » 
goods should not ».eossarily take priority ov.r Mond, but luss r^JltobT. ven- 
tures for th« preduetien cf f<*Ulis*r or farm implóte,   industria, am*J*I«** 
bank« should proporla discriminate aCaim.t ih« fi^ncint of sp^cuL .iv   J^r«* 
«»ich proffioe high yields uit eontribnts little to socially p*oduetiv   mvectirent. 

f 

14.   Ahmad Zi&l» »ft» itolo of Inüttfyiai Leveiopwnt Banks in a Cy«th«i«iv@ 
riârmsd mcmw$* Conferete on Industrial Devolopnefii Banklni (I«fcanfe»li Cen- 
tral Treaty Organisation, July lf©2), p.9f. 
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