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Part One
THE FINANCING Ol PURLIC LAIUFACTULING ENTERPRISES
A INTRODUCTION: Govig = =07 o UwTW 0" POYLCY D OGARDLG P LLe
. MANUFAC JUR TG ONTEL TR LOES
In every m-ier:. & . 7, wha'ever 1ts political make-up, the public sector carries

cut very important ecoromic functiong,

™

There has now beer a reappraisai 5f the idea that the responsibiiity ot the putlic
gector 1s s:mply tc loock after the safety and deferce of citizens and of their rights
te property and tc ensure condition: in which economic activit: -3 proper can be or=

ganized as private iterest's cec i,
This concept no longsr oorresponds to the realities of any present-day nation,

The public sector has provn and has penetrated irto the field of economir acti-
vities, not only assuming tasks vhos€ eminédtly social aspects rule out the possibility
of leaving them in privatc naids, tu! also establishing lar e enternrises, generally

of a pioneering nature, ai.d «ves entertiy into competi*ion with private enterprise.

Although the putlic secinr has rotained throughou! 't evolution ils cclcern with
the classic functicus ot saferty, lofence, ‘e administration of just Lce, ©tl., which
make up the broadest of (to resposibiloites, mamely, tnat of wateoine over Lhe continued
existence of an orderly systein o commwmity lite, 1t would not be posgible to deseribe
1ts activities in the fleld of the econemy solely ir terms of this roie. 1he State
now aseumes other responsibilities which var, depending on the level of development,
of the country and ite term of political w ! sscial organization, and the State g
bournd up 1n many .mportant weys with the benaviour and development ~t weconomic

variables.

The public sector can intervei: in tne ecoromy of the country and more specifically
in industrial development either indirectl, or dirently. Indirect intervention isg
carried out through the instrumente of political economy available to the State, such
as tne legislation concerning taxes, foreign exchange, Customs, import regulations,

credit, etc,

Direct forms of intervention include:

i
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Dissemination of informetion on projects of major interest, mariet and

marketing prospects, facilities available for specific projects, etcag
Direct promotiona: .cviviiles among national and/or foreigm enterprises;
Technical advice;

Assistance in finding sources of finance, including endoreements of bills
and other forms of Stute assictance in the financing of projects of public

interest;

Financial participation iy the State in projects which are of interest to 1t

Direct State ventures consisti.g mainly of investmerts of basic share capital,

It the Republic ot Colombia, publ.c 1uvestments in the manufacturing sector are

charmeiled through the Institutc de Fomento Industrial (lndustrial Development

Institute),

It 1s the Industrial Development Institute which has had the task of promoting
and meking a large percentuage of th: inv:stments in the manufacturing sector - mainly
in - he field of primary proceccing irdustries using national raw materials - which

were not satisfactorily fortheominy from private entorpris. and private capital.

This policy was initiated in 1340 wnon the Colombien Government established a
plai. for the deveitopment of manafactaring industry which was designed to promote

main v the following branches:
The iron and etee! indugtry
The metalworkine industry
The soda asih indastry and associated activities
The ceramics industey

The manufwcture of sulpnuric acid, carbon disulphide and other basic

products ot the inorcanic chemicale industry

The fertilizer industry :nd associated activities

The manufacture of minersl rcalt mixtures for livestock
The manutacture of fwpicides and insccticides

The pulp industry
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The tannin extreacts industry

The pita, prirgancsa. wnd flax industries

The indurtrizl wtilization ¢f oil nuts

The 1vory p=lm oolustry

The ensilape and ascientific storage of maize and other cereals
The fruit, vegetavler, ete, canning industry

The fishire ndostey

The woel industr

The full primary rreparation of cattle, sheep, goat, etc. skins,

In accordance with this plen,. the Industrial Development Institute has promoted

and founded, inter aliz, the Iollowiliy production wiits whi.n are of primary importance

i

for the dovelopmert ! the manufacturing sector in general:
I :

Acerfas Pas ier Lio, Seu. (sicel produclion)

Icollantas (pneama’ i~ tires)

Siderdrgica de la Sabana Y (steel production)

For jas de Colomils, S.A. (fostings)

Fibrica de ITxplos.vos Antorio Hicaurte S.A. (explosives)

/
\

Planta Colomciana de Sods {(enda zsn production)

Plarte de Clorurc férrice (iren ohloride production)

Cementcs BoywmoAd, Seh. (cement production)

Indusiria Colombiann de Bortilozan'es (fortilizer production)
Empaques del Ceucy, S.A. (reebirs material)

Unién Industrial de Astilicros Lo h. (fmokyards)

Explotadora Nacional de vrowns, DA (Ubricants)

Companfz Laciornl e Cables (canle production)

Aerc Irdustirial Cclombians S.A.
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Mondmeros Colombo-Venezolanos S.A. (plastics)

Consorcic de Fabricartes dc Moterigl Ferroviario (railway equipment )
Colombieng de Minerf,, (mlninf)

Fébrica de Automotores 9,4, {motor venicles)

Asbestos Colombines 5,4, (aehestos)

Some of these CRLOTPriscos bove nagzed completely or bartly into the hands of
pPrivate owners who h.o. . aculred thon through negotiations with the State in accordan
wiln the labtepte get rolicy.  Othora of “hese - roduction units, however, are mixed

entorpriges whero DTSR T L froctoted with privote canital,
p ! ;

Some of the profuction unit; reforped Lo zvove remain buclic enterprises whose

capital is held entirele o b Ctat.,

There is one gontop - thzt coverirg bydrocarbons - which is s0 large and importar
that a decentral izod stitute hrs iven get U with the tagk of cO-ordinating the

Government ' policy for this ooy,

The body responsille for irvestments respect of hydrocarbons 1s the Empresa

Colombiang Ao Petr§less - Becopetral (th: Colombian Petroleum Company).

To sum i, it My e sbotod thet Government investment policy in the manufactupr-~
ing sector is osriecnted towards assicting those industrics where private investment is
insufficient op totally -tgent bhecouge of the size of the cxpenditure involved, the
fact that the opurations concoerned ogn Cnly bring profils in the long run, or the
risk involved. Government Delicy thas morag possible sound °perati nal progress and
turns such prohlem entoerprises into feundationg for the industrigl development of the

country,

It should nlso be mentioned that the Jovernment get up the National Planning
Department attached to the Office of the President f the Republic, to brogramme and

co=-ordinate public investments ir the various economic sectors,
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FINANCIAL FRESOULCES

L. National resources

1. Government clantels
- Approrrition: ron the nutional Yua,.ot

All con’r bitiors 2 capiias by the Goverument ol the Republic of Colombia
for the estiblictn.o v oy SAvister of maactact aany induetry are made through

(%

the Iadustrial Doviolopmert Tretitate, whileh 1s soplicd with appropriate funds

in accordance with sriicle 0 ot Decre Yoo 3197 adepred o 1aN0,

This article empovers the Industrial Developrent Institute to contribute
capital fer ithe estuilisbment or expansion of industrics of rational importuance,
subject to prvleLLary tecmndon, gtudies of ©ron cosce Che shares thus acqulred
in such erterpriscs con te rescld when Ly Ls congldered that this can be done
without adversely afrectiry the oriective “or which the Investment was origirally
made =and whern there 1o no coneidoration of put-lic wmportance which makes such a

transfer bty the Ooverancnt tiasvicable.

- Uovernment 1o+ facilitios

There are o oriong Government lowr inetitutions in Colombia for channelling

finansial recourcor towarl. o manutzcluring sector,
The follow my are sons the most important of thege institutionsgs

(a) The Industrazg] Descoojment Tnstitute

The Indusirial Devescpment Institite, an official body with its cwn
financlei resoarc:s ne inucpendent, irpal ann administrative status, is
also a [inancc corroi.tien set .p to promete the various industrial activi-

ties ot the countr,.
Its otiectiver ore:

- Te yromets ine esloaclishment, expansior and merging ¢f industrial
enterprises tnrough countributions of capital, loans or the

endorsemcnt of bills issucd by such enterprises;
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To co-ordinot. the activitics ol the public and private sectors

in various croupt of induetrice »f special importance;

To supcrvie investmerts made witn in.ornational loans intended

for ivtras r ar- L oo croLliong:s

To provi s = iirk tetween the internationsl credit organizations
and tie Cccaomy of the country by cresnclling the resour ces

obtained ror thon fto industry;

Yo endorge v vt loans ~r sapply investment capital to indus-
trice «peed n tne production o1 goods which are important as

mport soislilntes oY oxporis;

To prve tcenniconl aesietince to industrial enterprises which are

in necd ot it:

To gront leong ior tae cxcoution of productivity studies with the
object oi securiny belter yielde uid outputs through proper

utilization of cvailable recource:

To act us » Jinwiclal wnlermedinly 14 securing financial resources
for the nd.cirinl soctor trom the Private Investments Fund and
the social security rescrves

.
H

To organis n

@ promote enierprises for the prospection and opera-
tion of o tiennily ewned mines and the beneficiation and process—
ing of minciwle ¥tracted from them where such activities are of
fundamerits o trportence for the development of the notioncl

economy *

To tek: cction an the netional caritel market to establish

cifective links botieen n-tional sevings and notionel development,

In accordivice witi sinlutory rules wd the policy 1laid down by its

Board of Managemon!, th  lrdustri~l Developrnient Institute grants loans to

or makes lnvestmenle in the following branches of production:
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Industries or entcrprisos whose operations lcad to increased exportes

or import substitucicng

Industri:s and enteipiises ungaged in the devalopment af basic

TeEOUrcy

Enterprigses whose 2otivities arc directel lowards kreaking restrictionc

of supply caused '» monopoly situntions:
dnterpriscs whooo operstiong create new sources ot employment;

Enterpriscs whose activities will rosull in the development of mining

cctivities,

For eridcrprisce whick come vnder wi ol tae nbove heedings the
Industrial Development Institute provides finence to cover cxpenses in

respect of:
Construction of tuildings
Importation of mechinery .nd equipment
Acquisition of f{urciesn-made machinery within Colombia
Acquisttior of Colont izn-made machincry
Instazllation of servioes
Purchase of ground
Establishmoent ot vorking capital

Other purpeses, of which details must be given when the loan request

is mode.

Gencrally spesking, che Industriz] Developrment Institute requires part
of the finance lo be provided by the enterprisc itgelf, but spocinl
cases where such particip-tion bty ithe enterprice 1s not possible, the
Institute moy consider (inancing the shole of the project. The Institute
does not accept any requests fer refinencing of deits previously contracted

by the applicant,
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(v)

The Privet. [.octments Pund (F1P)

The 5t oo
cial roagrure. =
of the Gerar-l
ey

diversify o

requirements oo

Investmonts Funn

funds ot

externzl loorng meid

other sourcoc -

FIP systen.

Investmonts

B R \)E,‘«,. gLt

for. i,'.’.

of e e e

Lo provide the private sector with finan-
tor iop rrrerity invesiments which come within the framework

Tropeonney cro perticulirly directed towards

PR SIS ST

vryorte from Colombi-, nnd compliy with the
! i .

1t condition: irid Jdow: 15 th.. Programme.  ihe Private

Lo maalt ap from tone Coalomtian—currency

(RY%
¢

counterpert
TV

trom forcig: CUITLICY Tesources
Privei

frrived from
Investmonts runa or such moncy from

e Comtred Sank mey decide to accept or transfer to the

Lediplole for finencing

I'h Friv-t,
investmente oo
pProcessing ot

prioritices

pProvie
Tmport
(d) Plorntg
Loans frorm
acquisitior ot
equipment), ih
neccessar

enterpriscs, oand

for the proper oxecution of

e faeeld oo

S bl

Diversifi

Ulimination of hotilonecks in

copitc

for Iavnchi

Piveotuonts

Fana w1l uge its resources mainly for financing
prizoer, industrial activitics or industrial

& which come within the following order of general

tion and promction of uxports;

the production of goods or

ior of corvices:

srostitutiong

Por grtoprstion with ncignbouring countriecs.

o Priv -t Dwvestmente . wnd are te be uscd solely for the

seoas ‘Colonbisy or roruighi-made machinery and

finiroias ot ronstraction, cgeemtly and inetallation work

or

SXPeradlng ceonowmicilly Aegiratle production
proment ler cortidn tochniceal studics which are cssential

mnveswnent projects.

St R . e ke
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In the casc of agricultural, fishing and stock-raising activitice, the
Central Bank mey, cxceptionally, nuthoriz. the pgranting from the Privatc
Investments Pund, for 1-ter rceovery, of lowis in connexion with projecte
not coming under the o ov_—mertioned Aceditgs but which are - inteprnl

pert of z mediwn or long—torn investr.nt,

3]

In no casc mzy loang bu

3

¢

mnde inorespect of short—term or castily

recovered capitsl remirenints, as theso nust ro seatisfiod from other means

of financing.

The resources o1 the Privete investments Fund -ro distributed through
the bankir- systen — th-t g to 50y, the systum of hinke heving access to
the services of the Central 2ank — and through the development finance

corporations.

Operations involviue the Privete Inveostments Fund can only be transacted

by legrlly estublished institutions which con show that they have tac

resources, skil! and cbsolute luportislity necded te deal with all 4ac

various stages of susa froasaciions nnd which ~leo comply fully with the

basic criterion of rjpl ine i mone, obtrined from the Private Investments
1 « «

Fund to the tin=n~.: of ton. ride PrLvets activitios.

(¢) The Export Promoi.c: My

The ol juct ot this Ind 1g to Lneriage Colombials forcigrn trade and
strengthor aito bol-re o roomontg by promoting and diversifying cxports.
i Th finsneing coo Ul-re corricd on b, this Muid may be summarised
as follows:

Loans to cover pre-irvestment studios;

Loans for th. promection of cxports;

Financing of nrtional or imported raw material or component

requirericnts;
Storage costs:

Storage of products abroad;
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Loane on Becurity of tex uxemption certificatosy
Eliminatiorn ot uxtornal lirbilitics;

Disccuntin, il curenns e

Adv-ne = St s L Yrerg of “rodit,

(d) o Irduerry . o

Toc obo e 0y Lodustrinl Fioiane. Fund (FFf) is the rediscountin
of lorns pro.+ R T ERE NS S T e Tarporstions for the fsnmcmg of
emall i me Ay e - X I e taring uuetry,  Thege locng ~r. intendod to
288818Y .nt rpris -~ v 4 T s oode which 4y o CONOmLT tmportans. from
the point 1t vy b d v Lo o pebioy o~y ke - JUNLTy end the priopie
tics of ty » polic,, -nd ru FOOro granted i ospd p ¢ tulfl worKking capital
roquircnonts; oy 1~ Pl o techriae | aggictane » whir . guch z8818%oncy ig

necessary or iy Ve Lianmont ap Kprngion of rroduction,

(e) The contry @, (aco i e Ropitlic-)

The Contrag on Ul ool bonk and i the hub of the
entirc Colomt in. Dlamncin, ryat oo, [ trerefors carrics out the following
operztions with ERUCATES N T oTE Tvilopment anks ng tinance corporationss

(i) Rediscowiiir, ¢ FPAnSIOtIone Gopried oyt ty those tanks from

their oum reular resources,

(ii) Grarting -ng Jmthorizing loans rrom fpecial funds drawn from 1ts
own and other rogource 2810 accordanc. with banking luw and the
resolutiong of . Monctury sorrd.

(iii) Mansging ~opt-i- soeclal tunde sueh as the Private Investnentsg
Fund, the ‘xport Dovelopment FPud sy the Industrial Financo

Mdo

(iv) Adminmistorius the granting of finance undor agreements with

Suropean brnks, offsct agreenents and agreencnts with AID,
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Ir some casos, the Contral Sank grants financiel assistance diroctly
to privatc individuels, o5 in *h cage ofs

Loane *o ~o-opiret, o 4 cffio-d hodics;
Loars ‘ron t. . o4 Fooil ot Tung, and

Loans i roep e+ -y mpedts undlr the termg of agreatonte (tmugn
its Overs ~o Doprro ),

2o Privat. s - ds

- Bobilirat Pl T ey

The most Trort g SRR S (2 0 & SUTTINE S S T SVANETE Yo omonet rturing
industry, totn 1o e R O L TV DT S Croda gl e Thpongh
*

Decree-Law . ¢+ 51 L. AT L, Soler Tt Taverrer doviaced te invegt
the Colomt i Soeill O Cartioo et e e e W constot vl mongy jaid
It for ineurance inorostocl f {ipox Lomonty U1 o sand Aoetin, The ol jeetiveg

of this legicsl-tiorn 2 S S S T

(a) 7o marntun the o) e of the pesorves by toking measurcs to gvoid

their do procoe b b vy s

§ " ¥
(b) To help 4o LrEure, througn o saflo and pro fitan rvestmente, that the
Colomticr Socil § cAartty Dre it e wiil o oatl Y omeot 1l the
demands lik 1y .o b opnde or ot et Ly anr @l omple 1o Xtend

inguranc. ooyt e o 5 Aty

bty
+
g
S
-
i
»
"~
3

(d) To contriiit. o o me o

[,

P housng ot on Yo Laereaging the

finareisl rosourc oo 1 V]t rotn baldins o wouecs;  ond

(e) Do expand ard imroov. cocial Weller  soroac g tnroten the construction
and equipmert of hospitaie -~sd to Suture Lonstory stability by

channclling notional savirngs tow-rds the investnente mentioncd above,

L covered by themg
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It i laid dows thet the rosopveg of thce Colombisn Social Security Institutc
should t¢ invegt. g °5 frllows: %0 ncr ecnt in "Const-nt Value Social Sceu: ity
Bonds"; 16, ,r - .. CROTTTIOLNLtiong to the “Hation gl Hoepit~l Fung« for the
constructi-n 4 AJulPpl.e o nospitase, ~nd 10 Per count in ronk deposite ang
“rsily-renlizod Coneye TLA bunds te toke cap. of th immedist. noeode ¢f the
Institut, .

The Copat gy Telue Soegnal S.curity stnde, which -pg issucd by the
Covernmunt Wy Forocevuiet o frothe Colombian Social Security Institute =ng
CPALOL b tpegef vy 4 g B AR S NS T only ‘v th. Colomoian Soeiny
Soeuarity Inctin, LR IRLRET AP R3S S vrbileeg s, I order to “Vord depree

CLotior of theop g B TSI B SR T 5. tonde aduet g Anrcially

ty 70 per e LIRS TR R R L the netion- whool g~], PRLCC index for Feneral
Colomt e N R S i Conireog Rk "he Sondg be~r lrtoregt at
f poer oot oy LT PN L RECITEITES DU coond oo 8 a1 I 1' HOortizoed ovur
YUy Ot lssun wnwnrds (l1kcwise
LAY (IR S A R T SR e Terourcoe {oryogs, fron tns hund

AN osurity op CLrVos ) ap diviaed Qually

LR A N T R ) & 2 TR SO tut L Contr bort o Hank,
4

Et it N e :i f;r R’i?“,:(lng

Tt o diem oy, Hed temt oy TS S A | Gty Souny {or ot cttlichment of new
tihiety ot % : Lty ooy 125 selie oo frivat . scetop,

Yot omop gy, I R A T PR rapr Loy Y ronds . f the
Iridaetry o opo SRR T TS ol pontog, [t the

BLTL L by SRR S8 L0r my. nor th.r it Can

CUPTCr tiy vy e e TE LG T by oty o Pred L onp et Colomi iy finance

Anctooy o Ot SLL PSS PR CRTY T thernciled towards thig typ. of

Lhorprig S T * 1o rror L.
ho tinane ooy ; Al il s which Fromot. c<conomic and

¥ TR IUL eee Ay zttracti. privat, savings

from oo LT Lt R S ST I duet investount oyop the whole
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funds comc from the private svctor,

which rocoive contributions from tho

s deeccentralizod Govornmor? LESNCLeD

for promot-

t ot th

: 7"‘,451 'F:'; .

‘arcl st o Coloulie at the nd ot the 19500
Proporveun UU the potl bio nerufacturin: LlCTErices
Tn nodlag,

Lovolopmert n ncios whogo vtlective 1 to v

stpent ot the Country By oproviding rosoureos tor

Sonhexern with the  ctoblishment of

Libistric s,

Juectivey, thes. development cgoncics pronotce

fcileving moancg

- Promoting th gtailichme nt, rureenication and modificntion of
entorpris =

- Dircet prrtin -t 20 in th. Sopitsl oot oniurpriscs;

- Groritineg lovrs tor sr cifrn puryp s.s:

- Neottating ne prrticaip-tion ot thipd partics;

- Providic, 4 ocboio- . cveietern, g part of thiir promotional function.

3

ntorrnog

b
»
-

Letervy o Il

The rolyes
enterpriscs holyp. v

CXPAMIBLON Drogrosn. s v sy
Gererally spoking, ‘o

with plers pr.v. VABLY LPupor.

admiristrative Planring Dupertoent, which 1

investment policy,

e
A

such profits as ~oy be made 0y public menufoacturing

‘hes  unturpriscs!' rosourcus fop investment irn

¥ ,‘1f,}m\.3.t$.

SLVOBIMUNY progranies arc carricd out in accordasc

Lby thao cntorpriasc ar Co=Operation with the

8 r.sponsitle for regulating public




As & gener-l rulc, 50 p.r cunt of the velue of inveetnont Programmcs must

bu financed from funds £.nornted by the public body itsclf,

permittod to cuntroct | wt. sl or &

neoded foar the nlrrod xmer o e

ﬁi BERRSY

The Aduinigtr-t, .

basie of th. Followin, erio oo s

- Implicotiong Lh

- Capaiility of

- Ecornimic revne -

[ B Vot

dove lope o th

i

Dopnrtmunt cuthorizee op

peroiion for

the .nt rpris.

00 of th.

NrLry;

tlic bodics are

Stee lorns to make up the total amount

2PpProves loons on the

th. cxternal or inturnal publice

L question to gervico the dobt lncurred;

OFLretion from the point of vicw of tho

- Ad.qu- ey "tirvris 's finanein] g tructur.,
Ile Bxternol r o o

1. Lowie o0 ta N ii‘#f‘w,‘l'._. teoilitiog

The cxt v 0 0 L ; e volle "o Letin Amcrica fop its goneral
financing ~-0 © loond sriuet POEOUrC.B,

- | 27N R 1 I

Thes Lot Dol
() 1t or i .o :
(b)) Mulviie: ! i HECwie
() [uitor g il rioure s oCL como froms
le i L S ety o ir.esury, AID and Eximbank loans;

3.

{5 rrior.. ; Lar. ’,sgffi

4

chvl‘ Cranila- f:,

L v oL

Atio f AID in Canoda (EAO);

Vhe Wroditorstoiy fty dicd.raufbay (xP);

throue!. cffg. t €T . <hiuntg,
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(b) Multilatoral reso.rces

(1) Jorli resrurccs

Internation:]l Monetarv Tund (IMP);

Internaticral Tark for Reconstruction and Development (IBRD):
Interraticnad Tirance Copperotior (TFC);

Interrations] Tev lopmert Agsociation {(IT7),

(41) Regi nal res .roe.

Teterurerico Tooelnprent Rank {(IDF):

i ¥
Cororal Arericn 2 u jor Economic Integration (PCIR).

mXate finu o1al rei arces

(1) Direct reg .rc:g

Dirco? capital iavestments;
Latii Arerican Teeromic Development Association (ADELA);
ATGE ACT,

($1) Indir. -t roeovaces

Supplier credit:
Rarnke,

Public marufactur:ng e: terprimes have access *o credit from the following

international organizations whose rature and policies are legcrilel belows

1. Internaticnal udk fep Becengtrurtion and Deve Dot (1BRD)
SPAGAS R XA 1=
A, M demty Peons Tt Ee ave L et S orradie Ciar Dwcliities and
regc rees sf o cember ool rpian,
R, Criteria el 1y acalyvis ol apclications:

1

Frejecte:  tecnnico ol lozti‘uticral and {innncial feasibility

ard returr ~n irv stments,

Courtries: cccromie nerformance and credit capacity.




Co  Scctural profurinece:  larg. infrastructural pProjects such as
thoee cocurrin, trenspert, lectric power, communications,

Beri uil ro it oond oot ontyor,

D Eati-g .oone s Thetomamt oy G ovornmonts, or to sther
putee Fooreoot ndividuaie 1f sunrentoocd by the
‘3!—\?‘&}“& .*g

Do Eligiulye roeuimit i coplicat, ned applications may b

PO e

VoS G aerinente, jublic bodice and pravate

FEPLE S S

irdye odno CF stood by nombor Govormments,

fia Dur- 0 o L erer cornor Ly 1H=2 vonars,
He AirliL !l pote ¢ Lt oaty o ir suit 6 pur cant,
I. ¢Cuor et reoney i which loon is pado.

Je Comdiny e v pdin, xoonditur furdis:  purchacos must be

o HST R S A B S T e it NS

2 g Ao oo (1DA)

A. S T S om0y Lpment ot momber
¥
REYY S NN oo T T T anene. i torme which canno
cuotoaed 0 UUFL (0 ik o IDA . dtilitatod),

Be Critore o 0 v aalvoas U iieationge

Projirtes ool Wi anotitutonng foasibility and

When My rootar on thel 1oos aYmcl,

Coutivri o

(33

wenke corf ormence nd ercdit capacity,

Ce Scel o 1 v ovrinciar ernl fop tnfrestructural projects
MCH Lot Lootry | wer, Tommuanicotions, agricule

:«i‘ w
47 k=1l g

e
&
-
i
o

b g P e
5% oL n 1t
- A A et il

D. Pature o0 1 irsr loae ope PP o Vided or menbor Governmonts

OF thuir torertopi } diviging.
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F.

G.

H.

I.

Je

Interam v o Do

Eligibility for submitting
bo submitte? oy momor

individeals bocked up bty

Guers: i e oot oplient L
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~pplications: cpplications moy

Governments, public bodies or private

suarantes trom the memboer Covernmert,

ooroapest 2f losns U Governments.

Duration of [ ss ol L oons arce sronted for 50 yoars, with
ooperi A ot prool of 0D yearo,

Applioovl
OCTS per cunt s

Curr.rney 0 pogmoents th

opr such nthor curreroy ar

or frooly (xchong bl for

Corditi o rognrding

e HEM

mue vt oo tar owph ntor

I <19 (R 418

ot: sorvising commlssion of

: :Tf ‘.fhf e .

curreus, o which the lean 1s made,

DA Yy dom b

[UA

vacily convertibl.

forntiorige

Ay tur { furds loanced: purchascs

artronnd tonder conpetitions.

{a)

(v)

(e)

le Orilinory “npital and
toogtnond

wp the wcoeono

2s Trugte. Burdt fr 8.0

01 ($78 RETO
Arv.r o s

A e ynneed e

rad L
Lr's,t P unty

£T an

Critori . .1 1 .

osratanc. 4

Nation~l Opuratione Fund: helping

mio dovelopment of membor countrics,.
~l Progross:

providing caplital

ek . the fforte of

pLe t cotoove hotter social proe

T owth.

forae

CLLLC L E S

e The r:

vkt oA S
Scot orel r ot :
1. Mo A ¢

s titotive criteria,

-
-

I paymonte position,

' Yhe it

ttornang financing whdor nom™mal

cwent g proforence fur the promotion of

CXp Y'oinduetriog, sgriculture, direct production induge

trics, and projucts o

f . o multienativnel charactors
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2, Under an ngreement with the Unitced States, preference is
given tu projects for the scttloment and utilization of
lond, low=-nouot houring, woter supplicvs,; sanitery foacili-

tice o highor cducntiloun,

(a) V¥atur. i scistroace providod:s  lorns for projects and/or
technical cesictoncs or. cvoileble S momber countrics or thoeir
politicol muodiviciong ond b private rnd public bodicse Limited

froe techrionl soeictoned moy hoe nrovidad.

(¢) 2lepeotlity € submitiing spplicotiong:  opplications may be
submitiod o nenber Goverarontg, thoor suosidiary bodics and sube
divici we oy ooadividusl nootrmal firms gasrantied by the member

Government v by rocognized benking institutions;  or by privatc

or public ~ neice operating on th besis of cocondary loans.
(f) Gurmiioce: 6 suen fit,
(g) Dur.tin f loonss

le Ordirce o piuals 10=20 yenrs,.
rtionel Operations Fund:  1in accordance with the
romivements Dor o the mevenent of oasghe
2 Trust Jund 1or Soeinl Progrocss generally 15-30 ycars,
3

with periods 0 prac 1 2=% yonrs,

(h) Retee of ntor st

nl

1, For ordinary orritals pot ot Lnicrest basced on tho cost

ol mmnzy nothe copiliel morket.

™

Por the Sotun L Op rotione Funds 2 per cent for social
projucts At oopor cont vy ceonenie prejects, inclusive
L 047 oy oont f s PVL Ly Comunlssiun,

For the frust Fuad 1or 5 el Propress: generally
LelDmce (™ por con pryable in notiomal currency, plus a

serviciny commisgion of 0d75 por cunt per year, poyable
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(1) Currency of payment:

sea e 1, Ordinery cepital: ordinary national eurroncy; National
o Operations Mund:  mtiroly or partly in the currency in
vibieh the lror wee mpdo,

2 The currincy of the terrorir country.

(j) Conditioms roperding cxpenditure of funds:

1. Orditi~ry caonitnls o0 oondity ne in respect of purchascs
in the Unitod Stotes,  lotionsl Operations Fund:  pur-
choges must booande in ihe Usnitod States or in member
countrics,

2 Trust Puud for Socinl Proyreoss:  purchnscs muel be made

cLat e

in the United Status or nember countrics,

Bilateral a,reclents
SRR

The bilotornl lorag most frequently used by public manufacturing cntor-

prisce ~ro those vievided by AID »nd the Kreeditanstolt flir Wicderaufbiu (KIW).

The Industriasl Devel pment Institute wote ns lrustoo for dollar loang
obtainod by the nationesl Governnen? from ALD for the wmport of coprinl poods,
Public manuf-cturine _nterpirices hove rececived funds undoer o number of those

loans.,
The Industrizl Dovelopment Tnefitute hne vericus lines of credit which

are uscd from time 15 time by public entorprisce. Dotails of thesc Jiacs of

credit ore no 0 Lllowss

Linc of oredit Propuriy . .0 Totol nmourt o f
cxpor i e Tine f oo st
fuere ! (milte o ot 4ilrs)
Interamerican Development Bonk 50 .t LDR [LE U100

T

25 pur cont client

25 por oont LRI

AID credits 514-1-049-051 ~nd 052 90 per cent of CIF Us25.0
cont of imports

Banque de Perls ¢t des Pays-Bas 895 per cunt of FOB ust 5.0
cost of cach order

5Ts
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Linc of Credit

Arreumont with Hollrnd
with Dunmark

AT oment

Kroditonetalt £r Jicdoroufbeou

The Boputlie o Colombas,

coulitricos  woot Oormoul
Romanin, USSR -ni Vv coi vire Hader

tobrcco, briinnw

"10' ;
e 4

Pulraris, Dunr

-5 Lmporto mochinoers

Proportion of
cxgcndlturb

Total amount of
lin. of credit
(millions of dollars)

nf FOE
order
cf CILF
ordLr
of CLk
ordor

30 per cont Uss 2.7

coegt o1 soch
100 Us$ 1.6
cust
100 por o

coet

pur ot
ol eh

Usé 2.5

e oifoot aorouments with the following

i rx; Spoin, Finlaad, Huaneary, Polond,

“
TR IO

~erednente, Colombie cxports coffcee,

ard copital goods for both public

BRI iy .
and privoate industr;.

e Joint ntureg

Ir. #4 lign 0 b0 Lue o laid down o the Generol Devilopment Plan for
Colombiz, *h o vt s ocoteblishoed o order ¢f prioritics covering very

wide soetore o0 o

vaeed thot wnile financial nssistonce

moy be oarrony ool b the initective ol b privot. soctor or throwh programmes
submittod bty the Govornment otoo i, it ie sluye ossentinl teo creure cquitable
distritution «f -gerets roooure .ooes o bt oavord Lxoossuve concentration of
industri~l iovolopment or duplicetion ot investmentos  Th. moan mothod of doing
thig 1o to ninlys. i wnpre. oF the rasistone s on the o ped-—for ceonomic
vencfite, on goels L oeonrnder-tionn, cnd on the possitility o1 bringing oreas
with good ntur: i roccwr oo Lule the coonony of the country.

Jownt Voiture cuntr-ocue s

bring 1n iovrel,m nvestmenls oo

programiic,. il

+
L

contr.ot i

produce motor vchicles in Colexd

£

Colomb ior fovernme

h the Quunazlt Coroony

selgtraic..

onerslly conelwled wihor 11 1s cssential to

ir. order to complete 2 specific
nt recently concluded » Joint Venture

of I'ronce for the croction of a factory to

17
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Part Two
FINANCIAL PLANNTNG AND OPERATION OF PUBLIC
MANUFACTURING =ITERPRISES

A.  INTRODUCTION

Public manufacturing vntourpriscs erc considered to be thoso in which the Stoto
haelds the entire coapitsl or ot oany rete more than W0 per cont of 1t. When Stnte
participation i1s 50 per cont or lees, the cnterrricoe cesuwe ‘he noture of nixed

ceonomic cnterpriscs” ~nd re considored ss privit. ontorprie.os,

The State participotes o bhe oxtiornt of semaring the ortire cnpital of cntor-

prisce in two cascs:

le Whon the production and distraibutisn of the gode 1o question must be o
State monop.1ly nccording bt the nntional Corgtituticn, e v the cure of thoe
manufacturce =f ~lc.hol, {ircrrme or oxplosivese  Theso vntorprises will always
be of n public netur. ond thore can be no private participation unloss the

Constituti-n i1s first ~mond.d.

These entorpriscs gonernally nave administr-tive suton.ay, but are not
financielly indopendont, g their income ond expenditure sre controll-d by the
budgets of the body to which they wre sub rdiantod {momicipality, dopartment or
Government).  Such ontiryris.s arc diroetiy contr Lled througn the respoctive

nmunicipal, depertooentar e ool el oonte Lloret sifioos.

Ze Whon privets o ontorpris. nloyve roonart oan cron fiug onoandustry, moinly

bocause of the finacernl riske v v d, the Stete pros.tee the industry through
the Industrial Devolepment Inoritute wnd p-rticipetos 1n wte ostoblishment by
invceeting cnapit-le  Thue, tne oterproes con he dhiroetly administorod by the
Inductricl Dovelepmont Inetitute r ot s ¥orm -2 ~dmivistrotively nd fincneinlly
indcpendent unit.  Fiscrd cus.rvisl on s cxerclood throwh on oadit e and the
necessary ruxilisry poergonnod from th, tiice o f S Contraller-General ot the
Republic. Private crntorprise ngy particip . tv 0 oy tine 1n such companies and

may cventuclly acquire the ontire copital (cxemple:  Prz del kfo Stoeclworks).
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Mixed companics constitute administratively -nd finsncinlly indcpendent joint
ctock or limited eomprnics subjoct 1o the conapanice lepislation.  Further fiscel
sujeorvicr g exerelsed tnrouan . dfwe s o8 the Controllor-Gonersl of the Republice
their Crorationg wre superviscd

. ; ey omp vy - ke .
Vi the oo mzed conpriiies nro joiny etuek oo ernog,

vyothe e of the Sujertitond ob 10 Toant Stoeck Canporiese Tne Industri-l

volopment lnstitut. oo 1t shren T participotion in osuch oompronies when it

5
0N
-
P
bt

novhors thot 1t hoe fulfille! 1fc “desior e o 'romcteors It moy be noted that
cach nterrrisce hove -ccees o most of the loans ~vrilnble v cntorpriscs in the

privet seetor,

B, ITOGRAMMING OF FINAIICLAL REQUIRZMINTS POR NOW UHTERPLRISES

The progrrmming »f financial roquirements is moinly esrricd out ~fter the total

invostnont plon hos boon propared.

1

Before bopinning © nerdoroty n o8 o monut~cturing project, 1t 1s necessary first
el tfine eloarly whet o port of the Dnvestrnionts maivolv 4 oare required in respect

f Pixed asoote cnd bl pare Ls oL booucod t provid o working oopitol.

Requiremornte for fande oo propromned 1 the light 1 s wnd finvernl critoria
crothe Yiers P th o epoettie o liecvim 40 croh tnvestment, snl L oasreeific relation-
13 M i P

ship e kept Botweon the sharecs f Jinoneing ona ite cpplicntl oo,

Mixed investmorto nuct b girnged with 1orne btoined from finwncial bodics
(finnc. corporstyo e, the Tr et Doveloprmont Lactitut , te.) or mechinoery
suprlicrs, or le. 0 Lomnhe covfribety one ot ceogatels Thet port f this finoncing
obtained from oxtornol sourcos is kopt onor Loas=torm basie so oas to pruscrve accept-

able finaneral Ligquidiiy,

In ndditvi ot boing drawm (o onterpriscs! own resources, working copital can
be obtnined thr weh Leoans frow Colonbi-a or £oroiem suprlivrs f raw mnterials or
chort-tern 1 .ane.

C.  EVALUATION OF COIMURCTAL PROCITARILITY AND TILD NATIONAL ECONOMY

In vvelunting the ¢ommerex:l rrofitrbility of publie menufacturing cnterprises,

these must be divided up int. 4w classes:




1.
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Those enterpriscs which were not sct up with the specific aim of obtaining

maximum profits, but with the objective of providing some form of soecial cervice.

The profitability of such cnt-rrrisce 1s noturclly quite low or cven none=ecxistont .

An cxempl. of sucn o enterrris. le Gurbiontos Toeotolon S.A. (Veeotnble Tanning

Agents Ltd. ) which wes sot up by the Dopartem ot of Guegarea an ordor to promot.

the development of the ~ros In question.

2.

The sceond ol-gs i rablic menufacturing cnterprigses sook moximun profit

in thoir ~per-~tione and compet.  penly with the rrivet. scetore  In this type

of enterprise, the sroticehility inerengingly tonds o cxeood tic poevalling

morkot intoresth rotuge It i normel toomeot with jiolds on e-pital of mere

thon

35 per cont in this typo o entorpriecs

i

In wrdur to corry out thoir Duocticon of producing goods, the public manufrcturing

cnierprisc
. may not
finished g

unite. Oy

g mobilive labour ad ase copitsl ~nd notur-l resources of which thiy moy
be the ctusl ownors. [nooddiiion, thoey acquire row meierinls and semi-
ds produced by priveoic ontoerpriec {or precoseing in thelr producticon

“be orbing such intorm.dinl. products, o public cntorrricos e respine
¢t i ? t !

gible £.r - eneidersole pere of the aomend £or o intorncdiete poode, Prom this point

w [l

of view, these onteryrisce help, through *his turniver, to pey wages aud Intercst

and provide proiit for the private scetor ol

w

D. OPFRATIONAL EFFICIENCY AND INCUNTIVES

Public manufr~cturing catorprisce have
& K

hceen orgonized on the basis of the criterion

of the bust pooessle cperati nes Ificioncy, so thet their industrizal develepment

should achicv. truly sound ~nd »ogitive Jhjectives in bhe nationnl sphorcs

1t should te uoted thet wiile the tochnical sad ~douaristrative atructure of the

public enterpriscs e similaer to thot of ulerprises in the privote swoier, there 1s

no doubt that much Steote legisli-tion hinders ropid ccrion oy the nublic cnterprisoes

in satting

It is

wide roange

for private

up Ifirms, orntrocting Loons, ord cven Leying down cxXprnsion progromm.sSe

worth mentioning thnr public nemufcturing wlerprises ngey the ntire
5t crivileges and dneeniives whicn the Stato Los vstoblished -nd promotud

pr o duction units, ~nd thoey cisc hove ihe sroent wdvantage that they arc

cxempt from toxetion, thus cncbling them t w.iidd wr 1m o ghoer’ period thoir cwn

internal capital roescurces,
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