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“The Role of the International Public
Corporation in the Development
Process: Qf Less-Developed ,Countries’_’

—Summary——

Yozo Yokota*
I

" The intemationa[ pﬁblic corporation (IPC) isan inter-gdvemmental
organization'hairing a commercial character. It is-the same kind of
public international organization as the United Nations (UN), the
United Nations Educational, Scientific and Cultural Organization
(UNESCO) or International Labor Organization (ILO} because it is
established by an international agreement among states and its mem-
bership is strictly limited to states. However, it is different from
the UN, UNESCO or ILO in that it has a commercial character in
both its structure and activity. For instance, one of ifs activities
is to lend development capital with interest and it makes profit
therefrom. Its voting system is also similar — although not exactly
the same — to the ordinary commercial joint-stock company. The
international public corporation, departing from firmly established
rule of one-state-one-vote system, has adopted a voting system
based on the number of shares the member states own. It is for
this reason that it is called a corporaiion,

Although IPC has an aspect of a commercial company, it should
be clearly distinguished from the ordinary commercial enterprise.
The commercial enterprise is established under a law of incorpora-

* Assistant Professer of International Law at International Christian
University.
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tion in one state or another, but IPC is founded in accordance withk
public international law (i.e., treaty) and is therefore not subject
to any national legal system. Thus, it is z'ntemational in its legal
nature.

IPC should also be distinguished from the ordmary profit-seeking
enterprise because it has a public character in its purpose. Notwith—
standing its commercial character in structure and activity the
IPC’s purpose is not to maximize the profit but to maximize -the
furtherance of public interest, such as thé goal of economic and
social progress of the less priviledged among the family of nations.
Its commercial character is only to serve this public goal by provid—
ing efficiency and power to gather necessary fund Therefore, it
is a public corporation, ’

The history of the IPC is not so long "The first examples are:
the Internmational Bank for Reconstruction and Development (World
Bank) and the International Monetary Fund (IMF), both of which
came into being soon after the Second World War. But since their
emergence, the number of IPC’s has grown strikingly. Today, we
see at least thirteen such corporations around the world, and the
role they play in the present world’s economic scene is substantial.

I

- Tt is interesting to note that almost all the existing IPC’s were:
established for the purpose of promoting the development. For
instance, one ofthe purposes of the World Bank is “to assist in the

development of territories of membersby facilitating the
investment of capital for productive purposes, including ... the
encourageiment of the developmént of productive facilities and re-—
sources in less developed countries.” (Articlel (@) of the Articles of
Agreement of the World Bank). It does not seem to be just a
" coincidence. There should be some reasons for thisrelationship- bet—
ween ICP’s and the promotion of development. In other words,
there .must be a special aspect of the problem of development
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hat  requires. the:-institutions assisting -development process to be
the IPC type. T T B -

- If stated briefly; . the' pioblem of development-is essentially to
attain a higher level of world production through efficient combina-
tion of the elements of production (e.g., capital, law materials, labor
and technology) which: are. unequally distributed in the world and
to - apportion substantial parts of the .benefits .of progress (or
increase. of production) fo.the.less-developed countries which parti-
cipate in the increase of : world production by offering natural re-
sources and labor, The question is who are taking the leading role
in‘the process of combining the elements of -world production. This
question is important because thosewho take this role also decide
‘what portion of benefit should be distributed to-the less-devloped
countries and what portion be distributed tothe donor states. .

" There are in fact many institutions and entities that play this role
of combining the elements of world production such as private inve-
stors, joint ventures, governments and various international organi-
zations. They can bedivided into two-broad categories: private and
public, The former includes private investors, joint ventures and
multinational enterprises, and the latter-includes national or local
governments, other semi- governmental agencies and international
organizations.

. Up to_now, the major force in world economy has been the pri-
vate sector. Private investors, commercial companies, joint ventures
and multinational enterprises have been the main actors in the
process of world economic progress. However, experience proves
that the problem of development cannot be fully resolved through
profit seeking action of private actors. ‘Private capital’s goal is to
maximize its profit returns, not tohelp less-developed countries
develop.. Thus, more and more the function of the public actors is
being considered important. - )

In the public sphere, it is often said that multilateral aid is pre-
ferable to bilateral aid because the latter tends to be politically or
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economically tied to the interest of donor states. For this reason,
the importance of public aid through intefriational organizations. is
strongly supported (Pearson Repori for example). -

The public aid through international “machinery -can be divided
intofwo distinct categories : non-commercial (grant) and commercial
(loan on ordinary or concessionary terms). The former type of
aid is extended through the United Nations Industrial Developmient
Organization (UNIDO) aod the United Nations Development Program
(UNDP) and the latter function is.carried 'out by the IPC’s.

- Both grant-type aid and commercial-type ‘aide are important in
the promotion of development, but there are several advantages of
the latter. over the former One such ad\rantage is the stability of
commercial aid -giving operations. Because of the commercial nature,
it can give constant and stable support to the less-developed coun—
tries by generating its own development capital funds while the
other (non-commercial) type must always face the financial diffi-
culty of seeking new sources of funds.:Secondly, commercial aid can
collect larger amount of funds because of the incentives inherent in
such aid and thus can support a large development project such as dam
construction or the building of steel mills. Thirdly, commerciai aid
has a clear standard ofevaluating the assisted projects. Because it
is commercial, it is expecting that the projects it assists should at
least he able to produce more economic benefit than the invested
fund. The grant-type aid usually tends to lack the sensitivity to
this cost-benefit relation. ‘

I

Because of its efficient commercial character in its structure and
operations, the IPC must be given-a proper role to play in the
development process of less-developed countries, Of course this
statement is not intended to deny the fact that other institutions.
are also playing substantial roles in thedevelopment process. What
should be stressed here is that there is a clear drea of activities
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for IPC’s in the development process and that this area cannot be
filled by other types of institutions. Qur observation shows that this
area is even expanding, This can be illustrated by the number of
IPC’s growingup over the past fifteen years and also by the growing
amount of total aid given to less-developed countries-through IPC’s.
. Looking for the future, however, we cannot be blithly optimistic,
‘because after all IPC’s are only machinery utilized by men and
unless we utilize them wisely they will not function as we expect
them to function.  For -instance, although IPC’s main purpose is
public in nature, its commercial aspect may dominate, and the IPC
may serve the interest of investor or domor side only. As was
:suggested above, the IPC is established to balance the interests of
donors and donees. Exactly where this balance is to be struck is the
-essential guestion. It is a matter of policy and everyday practice of
the IPC’s operations. For this reason, we have to continuously
watch the activities of IPC’s to insure that they are not favoring
one party at the expense of ‘the other. They are to benefit botﬁ
parties and eventually the welfare of the world as a whole, Law,
particularly the law (agreements) establishing and regulating the
TPC’s, has a special duty in this respect, i.e., to keep the activities
.and operations of IPC’s in line with the public policy stipulated in
the founding charters.

There are other opportunities for IPC’s in the future. At present
all the IPC’s are financial agencies, but the area” of activities for
IPC’s are not logically limited to the financial sphere. ICP’s might
be an appropriate form of institutions in such fields as dam
construction on international rivers, the exploitafion of continental-
shelf or deep-sea resources, international air transpert and so forth.
‘Of course these fields of activity is not peculiar to the under-
developed countries, but the kind of development projects described
above usually require a hugeamount of capital which cannot be
afforded by one or even a group of the under-developed countries,
and TPC can play a proper role by collecting thenecessary funds in
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the developed world, IPC type organizations could function most

effectively and contridute ehormously in such pioneering fields and
we must be ready to propose their establishment at the appropriate
time.



