
United Nations 

GENERAL 
ASSEMBLY 
TENTH SESSION 
0 fficial Records 

CONTENTS 

Agenda item 24 : 
Economic development of under-developed countries 

(continued) : 
(b) Question of the establi~hment of an International 

Finance Corporation : report of the Economic 

Page 

and Social Council (ccnti11ttcd) . . . . . . . . . . . . . . 97 

Chairman: 1\fr. Ernest G. CHAUVET (Haiti). 

AGENDA ITEl\'1 24 

Economic development of under-developed coun· 
tries (A/2955) (continued) : 

(b) Question of the establishment of an Inter
national Finance Corporation: report of the 
Economic and Social Council ( A/2943, 
chapter III A, A/C.2/L.267 and Add. l) 
(continued) 

1. Mr. AMADOR (Mexico) expressed his satisfac
tion at the rapid progress made toward the establish
ment of the International Finance Corporation (IFC), 
thanks largely to the dispatch with which the Inter
national Bank for Reconstruction and Development 
had acted on General Assembly resolution 823 (IX). 
Mexico had been one of the first fourteen countries to 
sign the Articles of Agreement on 25 May 1955, and a 
bill to authorize Mexican participation in the IFC had 
been introduced in the Mexican Congress at its current 
session. As many other countries, including the United 
States and United Kingdom, had taken or were taking · 
similar legislative action, it could reasonably be anti
cipated that the required minimum of thirty countries 
and $7 5 million would soon be reached and that the 
Corporation would be able to begin operation early in 
1956. 

2. The benefits derived from the IFC would be out 
of all proportion to its relatively modest initial capital 
of $100 million. The Corporation would facilitate the 
access of private enterprises in member countries to 
the international capital markets. The major companies 
of all participating countries would have access, for 
example, to the capital market in New York or Lon
don as if they were United States or British com
panies, since the fact that they had been investigated 
and approved by an affiliate of the Bank would be 
sufficient to place their shares on the same footing 
as those of domestic companies. 

3. His delegation hoped that the IFC would seek to 
place all the shares of enterprises it financed with 
private investors in as many of the various national 
markets as possible. The demand for good investments 
was high and large companies in the capital-exporting 
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countries would be able to buy stock in foreign com
panies, thus giving thousands of investors an oppor
tunity to share in the attractive profits obtainable from 
investments in under-developed countries where capital 
was scarce, and at the same time furnishing private 
enterprises in those countries with the capital needed 
to create new sources of wealth. 
4. He was confident that the Committee would 
unanimously adopt the joint draft resolution (A/C.2/ 
L.267 and Add. 1), of which his delegation was a 
co-sponsor. 
5. Mr. HAYTA (Turkey) recalled that his delega
tion had supported the idea of the IFC since the 
beginning and had been one of the co-sponsors of 
resolution 823 (IX) adopted by the General Assemblv 
on 11 December J954. It had also voted for Economic 
and Social Council resolution 532 B "(XVIII). 
6. A bill would shortly be introduced in the Turkish 
Grand National Assembly to ratify Turkey's adhe
rence to the IFC. His Government was intent on 
promoting private enterprise by national and inter
national action and had adopted appropriate legislation, 
such as the Promotion of Foreign Investment Act, and 
would subscribe to the Articles of Agreement drafted 
by the Bank. In addition, his Government was obliged 
to maintain or to establish autonomous public agencies. 
7. He trusted that the Articles of Agreement would 
be given a liberal interpretation to enable investment 
to be made in the semi-public sector. He therefore 
endorsed the observations of those representatives who 
had advocated a large measure of flexibility in con
nexion with articles I and III. 
8. In conclusion, he expressed his country's gratifica
tion that the most recent annual meeting of the Bank 
and of the International Monetary Fund had been held 
at Istanbul. 
9. Mr. PALACIOS (Guatemala) paid a tribute to 
the Bank as a result of whose energetic efforts the 
IFC would probably become a reality early in the 
new year. 
10. His Government had publicly recognized the need 
for measures to attract private capital to promote its 
economic development. He had already referred ( 353rd 
meeting) to the Guatemalan National Council of 
Private Enterprise which had been established to 
promote good relations between capital and labour and 
the integration of private and public investments. 
11. The IFC would, among other things, help to 
offset the flights of capital which had taken place from 
countries such as Guatemala in the past; capital 
deposited abroad by Guatemalan nationals might return 
in the form of private investments through the 
machinery of the IFC. 
12. With reference to the plans for the economic 
inte~ration of Central America, he pointed out that 
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consideration was being given in the countries con
cerned to the possibility of financing the proposed new 
industries by a combination of governmental and 
private capital, as private enterprise alone could not 
readily assume the initial risk of new investment. In 
Guatemala, the Institute for the Development of Pro- · 
duction was authorized to finance productive private 
enterprises in association with private capital. In many 
countries, public utility companies in particular were 
organized as mixed enterprises, the Government's voice 
in their management being proportional to its partic
ipation in the capital. In view of the importance of 
such mixed enterprises, he proposed that the words 
"private enterprise", in the second paragraph of the 
preamble of the joint draft resolution, should be 
amended to read "enterprise in the private sector". 
The amendment would cover mixed or semi-public 
enterprises as well as enterprises financed exclusively 
by private capital. 

13. The proposed amendment was of particular 
interest to Central America where the rate of economic 
development would be extremely slow if it was impos
sible to secure the co-operation of all sectors of the 
economy. 
14. In conclusion, he pointed out that his amendment 
should not be regarded as an attempt to modify the 
Corporation's Articles of Agreement (E/2770). It was 
intended only to broaden the draft resolution to cover 
enterprises in which the Government participated but 
which were organized as profit-earning, private enter
prises. 
15. Mr. CARANICAS (Greece) was gratified that 
such rapid progress had been made towards the estab
lishment of the IFC. It would not be appropriate at 
the present stage to embark on a detailed discussion 
of the Articles of Agreement of the IFC since the 
procedures followed in drafting and circulating the 
proposed Articles of Agreement made their discussion 
by the Economic and Social Council and the General 
Assembly a mere formality. Modifying the draft statute 
of the IFC at this stage would have meant renewed 
legislation in the main contributor countries and 
regrettable delays. Nevertheless, his delegation hoped 
that the new Corporation's rules would be applied in 
a flexible way and would be amended at a later stage 
if this became necessary and in the light of operational 
experience. 

16. As his delegation had remarked in the Committee 
last year ( 331 st meeting), the IFC could be charac
terized as a pilot project whose success would be 
measured by the extent to which it stimulated the flow 
of private capital to the under-developed countries. 
He accordingly shared the United Kingdom repre
sentative's hope that the IFC would not only be suc
cessful in its operations but would also attract in
creased amounts of private capital to the under
developed countries from other sources. Much would 
depend on the calibre of the men administering the 
IFC and it was encouraging that the new international 
financial agency, although separate from the Bank, 
woHid be ahle to call upon the skill and experience of 
the latter. If the Vice-President of the Bank was to 
become the head of the new Corporation, that would 
be an added guarantee for a good start and success 
during the difficult stage of its initial operations. 

17. The IFC was· undoubtedly ·a remarkable and 
lauciable achievement in the United Nations' task of 

assisting the economic development of the under-de
veloped countries. Those countries would derive benefit 
not only from the immediate investment activities of 
the Corporation but also from investments of inter
national private capital that would be encouraged to 
venture in those countries. However, it should be clear 
that the IFC would not be in a position to solve all 
the problems with which the under-developed countries 
were confronted nor could it be considered as a subs
titute for another international fund for economic deve
lopment that would attack the questions of economic 
development on a much wider front and from different 
angles. He would agree, therefore, with the statement 
of the United States representative that he applauded 
the establishment of the IFC as another milestone in 
the co-operative effort of the United Nations. 
18. Mr. ISMAIL (Pakistan) said that although the 
United Nations had given increasing attention in 
recent years to the financing of economic development, 
particularly by means of private investment capital, 
the under-developed countries were still chronically 
short of capital despite the internal measures they had 
taken to attract it. The establishment of the IFC was, 
therefore, a highly significant event. Because of its 
international character it would not be regarded with 
suspicion in recipient countries and its views, being 
impartial, would enjoy great respect. In addition to 
investing in projects in association with private enter
prise it would undoubtedly act as a catalytic agent in 
stimulating the flow of capital. 
19. The Articles of Agreement provided a sound 
and practical basis for operations and laid down clear 
and attainable objectives. The IFC would concentrate 
on those fields where the Bank could not help, but the 
proposed structure would ensure excellent co-ordina
tion between the two bodies and would have the added 
advantage that the services and facilities of the Bank 
would always be available when necessary. 
20. The IFC would presumably spread its resources 
thinly over a wide range of productive enterprises and 
would enlarge the scope of its investments by revolv
ing its funds. Initially, that was a sound policy. Long
term loans, which were difficult to obtain from other 
sources, would, however, be preferable and should 
where possible be repayable in local or easily available 
currencies. 
21. 'While the IFC would be able to make direct con
tact with entrepreneurs, many of whom would doubt
less desire its help, it should be possible to consult 
individual Governments in deciding which projects 
were best for national economic growth. 
22. Fortunately, rigidity had been avoided in drawing 
up the Articles of Agreement. Even if initial mistakes 
were made, such flexibility should facilitate operations. 
23. With regard to the United States representative's 
misgivings ( 362ncl meeting) regarding the provisions 
of the draft Covenant on Human Rights relating to 
permanent sovereignty over natural wealth and resour
ces, he pointed out that several of the countries which 
were urging the adoption of that Covenant had 
recently enacted legislation to safeguard foreign in
vestors. The provision in question merely stated a 
self-evident principle and did not imply that the gua
rantees to foreign investors provided, for example, by 
Pakistan, would be 'vithdrawn. Pakistan, for its part, 
certainly did not intend to enact legislation that wo1,1ld 
disc.;o~1rage foreign investors, 
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24. Pakistan had been one of the first countries to 
sign the Articles of Agreement and would shortly 
ratify them. 
25. Mr. GINEBRA HENRIQUEZ (Dominican 
Republic) said that the Dominican Republic had been 
among the first fifteen countries to accede to the 
Articles of Agreement of the IFC, in which it placed 
great hopes. 
26. The under-developed countries should not, how
ever, rely solely on the assistance provided by the 
IFC. They must do their utmost to mobilize domestic 
savings, develop their natural resources and increase 
their exports to earn the foreign currency required to 
purchase the capital goods needed for their development. 
27. His own country's efforts along those lines had 
resulted in a sharp increase in its exports. Unfortu
nately, the ambitious economic development programme 
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which had been undertaken was being hampered by 
difficulties in the marketing of sugar which accounted 
for roughly 60 per cent of its exports. Some Domi
nican sugar was bought by the United States, but the 
bulk had to be sold on world markets where prices 
were notoriously unstable. 

28. Similar difficulties faced many of the Latin 
American countries which relied on their export 
earnings to finance their economic development. The 
lFC, whose investment activities would not be as 
limited as those of the Bank, would make a valuable 
contribution by creating a favourable economic climate 
and complementing government action in such fields. 

29. For those reasons his delegation would support 
the joint draft resolution. 

The meeting rose at 12 noon. 
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