
Investment and Private Sector 
Development 

The Commonwealt h recognise s tha t countrie s shoul d striv e fo r soun d 
economic managemen t base d o n marke t force s an d tha t a  wide r rol e 
for th e privat e sector , includin g th e domesti c privat e sector , mus t 
be found . Greate r investmen t an d a  bette r flow  o f bot h foreig n 
and domesti c privat e capita l g o hand-in-han d wit h achievin g thes e 
objectives. 

The flow of private capita l i n the form o f direct an d portfolio invest -
ment t o developing countrie s ha s increase d dramaticall y i n th e 1990s , 
thus supplementin g domesti c saving s an d enhancin g investmen t an d 
growth. I n th e wak e o f suc h foreig n flows  als o come s transfe r o f tech -
nology an d expertise , greate r acces s t o foreig n market s fo r domesti c 
goods and increase d competitio n withi n nationa l markets , particularl y 
for services . 

Many developin g countries , however , continu e t o attrac t littl e 
foreign capita l despit e implementin g economi c refor m programme s 
aimed a t creatin g a  conduciv e macroeconomi c environmen t an d 
putting i n plac e lega l an d regulator y framework s allowin g freedo m t o 
repatriate profit s an d dividends . Th e proble m i s exacerbate d b y 
the stagnation , i n man y cases , o f officia l flows  o f capital . An d wher e 
private flow s ar e volatile , macroeconomi c managemen t ca n b e 
difficult. 

The Secretaria t therefore help s member countries to attract and cop e 
with privat e flows  throug h it s policy developmen t an d technica l assis -
tance work . I t als o assist s i n thei r effort s a t privat isat io n an d 
strengthening th e privat e secto r an d i n domesti c capita l marke t 
development. 

President Nelson Mandela launches  the 
Commonwealth Africa  Investment  Fund  in 1996 
... it  invests  mainly in  small- and  medium-sized 
firms 
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Helping member  countries  develop  appropriate 
frameworks for  stock  exchanges,  securities 
trading and  investment  schemes 

Commonwealth Private Investment Initiativ e 

In Octobe r 1995 , Commonwealt h Financ e Minister s launche d th e 
Commonwealth Privat e Investmen t Initiativ e (CPU ) whic h wa s 
endorsed b y Head s o f Governmen t a t th e CHOG M i n Aucklan d a 
month later . 

The objectiv e o f th e CP U i s t o channe l long-ter m commercia l 
investments t o suppor t expandin g privatise d o r privatising companies , 
new ventures , an d small - o r medium-size d privat e secto r businesse s i n 
Commonwealth developin g countries . I t addresse s th e ris k capita l 
needs o f a  much large r grou p o f Commonwealth developin g countrie s 
than mor e traditiona l approache s hav e done , a s thes e ten d t o mak e 
short-term speculativ e investment s o r targe t blue-chi p companies . 

CPU i s a  collaborativ e ventur e betwee n th e Secretaria t an d th e 
Commonwealth Developmen t Corporatio n (CDC) , a  Britis h agency . 
Under th e CPU , a  co-ordinate d serie s o f regiona l investmen t fund s i s 
envisaged. Th e first  o f these , th e Commonwealt h Afric a Investmen t 
Fund (COMAFIN) , wa s launche d i n Jul y 199 6 b y Presiden t Nelso n 
Mandela i n London . I t raise d US$63. 4 millio n fro m investor s i n 
Botswana, Brune i Darussalam , Malaysia , Mauritius , Singapore , Sout h 
Africa an d Zimbabwe, and from th e CDC itself . Further amounts will be 
sought fro m privat e institutiona l investor s a s a  track recor d o f success-
ful investment s i s built up . 

COMAFIN, whic h ha s been se t up as a ten-year closed-en d fund , i s 
being manage d b y th e CD C fro m it s office s i n Harare , Zimbabwe . I t 
invests mainly in unlisted enterprises, including small- and medium-size d 
firms, requirin g ris k capita l fo r thei r establishment , expansio n o r re -
habilitation, an d i n the restructuring of businesses, especially those tha t 
promote exports , are part o f a privatisation programme o r contribute t o 
the developmen t o f regional links . 

The Secretaria t an d th e CD C ar e broadening th e regiona l coverag e 
of CP U b y establishin g fund s i n othe r region s o f th e Commonwealt h 
(see page 87) . Fo r th e Pacifi c region , th e Kul a Fun d ha s bee n incorp -
orated i n Vanuatu an d has mobilised capita l o f some US$15 million . I t 
will suppor t privat e secto r developmen t i n th e Pacifi c islan d state s b y 
making ris k capita l availabl e i n a  wide rang e o f sectors . 

A U S $ 1 0 0 - 2 0 0 m i l l i o n S o u t h A s i a n R e g i o n a l Fun d fo r 
Bangladesh, India , Maldives , Pakistan , Sr i Lank a an d othe r member s 
of th e Sout h Asia n Associatio n fo r Regiona l Co-operatio n i s bein g 
planned fo r launc h i n October 1997 . Work i s also under wa y to estab -
lish th e feasibilit y o f a  venture capita l fun d fo r th e Caribbean , wher e 
most o f th e individua l economie s ten d t o b e small , bu t wher e take n 
together the y provid e potentia l investmen t opportunitie s fo r support -
ing such a  fund . 

Foreign Direct Investment and Access to Capital Markets 
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In 1995/96 , the Secretaria t prepare d tw o major report s aime d a t devel -
oping strategie s t o attrac t mor e foreig n direc t investmen t (FDI ) i n 
Commonwealth developin g countries. The report s analysed new sources 
of FD I an d suggeste d promotio n strategie s fo r targetin g investments , 
including information o n best practice. Their findings  were disseminated 
through an investment semina r i n Singapore and to the Working Grou p 
on Private Capital Flows. Similar workshops are being planned fo r othe r 
countries. 

PROMOTING SUSTAINABLE DEVELOPMEN T 



A regiona l programme i s being developed for Africa whic h focuses o n 
three mai n components : countr y strategie s fo r investmen t promotion , 
strengthening investmen t promotion agencie s and organising workshop s 
to exchang e experience s an d disseminat e bes t practic e i n promotio n 
techniques. 

Mobilising privat e capita l fo r developmen t als o involves hos t coun -
tries attracting foreign privat e capital. With thi s in view, since 199 5 th e 
Secretariat ha s assiste d th e Governmen t o f Tanzania i n reviewin g th e 
project arrangements , agreement s an d term s negotiate d wit h foreig n 
investors fo r th e developmen t o f a  larg e gas-to-electricit y projec t i n 
order t o determin e whethe r t o procee d wit h th e project . I t ha s als o 
helped th e Governments o f Bermuda and Guyana t o review their intel -
lectual propert y legislatio n t o ensur e the y mee t th e internationa l 
standards se t b y th e W T O arrangement s an d t o giv e potentia l foreig n 
investors th e confidenc e t o inves t there . 

The Secretaria t ha s provided assistanc e i n designin g legislativ e an d 
institutional framework s fo r offshor e financial  centres , fo r example , fo r 
Botswana. I n Th e Gambia , follow-u p assistanc e o n previou s advic e i n 
this area i s being initiated . 

The Secretariat' s quarterly journal International Capital Markets inter -
prets an d analyse s development s i n internationa l capita l market s fro m 
the perspective of developing country borrowers. The journal , which ha s 
been redesigne d an d produce d i n a  ne w forma t sinc e 1995 , highlight s 
new and innovative borrowings by these countries and reports on domes-
tic capital markets and progress in privatisation i n developing countries . 
It als o provide s up-to-dat e informatio n o n debt , expor t credit s an d 
country funds . 

INVESTMENT AN D PRIVAT E SECTOR DEVELOPMEN T 

The Secretariat has  helped  the  Government  of 
Tanzania to  privatise  its  publicly  owned  lake 
transport services  business 
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Privatisation 

MOBILISING DOMESTI C 
CAPITAL 

The task of mobilising domestic capital 
for development is as important as that of 
mobilising foreign capital. Putting an 
appropriate regulatory framework in 
place is vital to the process. The 
Secretariat therefore helps governments 
develop appropriate frameworks for stock 
exchanges, securities trading and 
collective investment schemes. It also 
assists governments and central banks in 
developing debt securities markets and 
undertaking financial sector reform. Since 
1995, Ghana, Maldives, Mauritius, 
Tanzania and Uganda have received 
assistance in these areas. 

Key element s o f recent economi c refor m i n developin g countrie s hav e 
been the restructuring of the public sector and the expansion of the rol e 
of market force s i n the economy . I n paralle l with thi s exercise , govern -
ments encourage greater involvement o f the private sector in economi c 
development. 

In recen t years , there ha s been a  substantial increas e i n demand fo r 
Secretariat assistanc e i n the refor m an d divestitur e o f state enterprises . 
In the past two years, the Secretaria t has provided advisor y services an d 
policy analyses in relation to privatisation, especially i n the fields of eco-
nomic, managemen t an d lega l matters . I t ha s als o reporte d o n th e 
feasibility o f mass privatisation scheme s i n Africa. Th e Secretaria t doe s 
not merel y advis e o n th e mechanic s o f a  particular divestitur e -  i t als o 
offers advic e o n th e regulator y an d polic y framework withi n whic h th e 
privatisation i s to tak e place , an d o n post-privatisation management . 

Economic, managemen t an d lega l expertis e i s included i n country -
specific advic e o n polic y issue s relatin g t o differen t aspect s o f th e 
privatisation programme . Thus, i n the pas t tw o years, advice was given 
to the Government o f Barbados on attracting private capital for it s pub-
licly owned petroleum an d gas companies, an d o n privatisation option s 
available t o it s publicly owne d broadcastin g corporation . 

The Governments o f Ghana an d Zambia were advised on the restruc-
turing of state enterprises and government agencie s prior to privatisatio n 
or commercialisation. Th e Governmen t o f Tanzania i s being assisted i n 
privatising it s publicly owne d lak e transpor t service s business . 

Secretariat assistanc e has also extended t o capacity-building fo r pri -
vatisation and private sector development, dealing with pre-privatisatio n 
restructuring, and strengthening the institutiona l structure of the privat e 
sector s o a s t o enabl e i t t o manag e th e additiona l post-privatisatio n 
responsibilities once they have been transferred fro m th e state. Regional 
workshops were organised for Africa, Asia-Pacifi c an d the Caribbean, an d 
a nationa l worksho p hel d fo r Botswan a t o strengthe n th e capacit y fo r 
policy formulation . Manageria l capacitie s wer e strengthene d throug h 
advanced managemen t trainin g describe d elsewher e i n this Report (see 
next chapter) . 

Strengthening th e role of market forces i n a  particular econom y wil l 
often entai l a  review o f an d change s i n th e lega l infrastructur e fo r th e 
private sector . At th e reques t o f the Ministr y o f Finance o f Ghana, th e 
Secretariat carrie d ou t a  majo r diagnosti c stud y o f th e law s affectin g 
private secto r developmen t i n tha t country . I n 1996 , a  repor t wa s pre-
pared fo r th e the n civilia n governmen t o f Sierr a Leon e o n doubl e 
taxation arrangement s t o attrac t privat e investment . 
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