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THT FINANCING OF SMALL AND MEDIUN-SCALE INDUSTRY IN LATIN AMERICA

A. INSTITUTIONAL MEASUR.S
1. TiUZ CENTRAL BANKS AND ShALL~SCALE INDUSTRY

“Me Contral Banks of Latin America ceume into being immediately after the Firet
World War. Throughout their infancy in the twenties, those institutions omjoyed
oonditions of stability and confidence which have never since been repested,
sxcept in ocertair countries. The depressic: of the thirties, the Second World War
in the forties, the striving to expand in the fifties, and the endsavour to achisve
stability in the present period form a long series of difficult experiences
culminating in the presemt concern with saintsining balance between internal and
external factors in order to achieve monetary ctability and constant ecomcmic
my

Initially, She central benks were authorised to deal directly with the pubdlie,
et bocause of the requirements of the economy, they have almost all taken em the
features which are charscteristic of this type of institution and act as sole lssuing
benks, bemiers end intermational finaacial agemts for the govermaeat, regulatess of
moaey in circulation and of foreign exchang~ iransactionms, bankkers for other bdenks,
eredit regulators, and reserve danis.

In sddition %o this, the latin Americen camiral bemks have takem on the tesk
of helping te speed up the precesses of economic develogment,

e ceatrivution to sconcmic develepnent made by the cantral deniss, &
ssnetary policy bedies and o8 intermsdiaries ia the finansial fleld detween the
publiec sestay end wivele cemcerns, By b censideved frem three pointe of view,

T iaflcence ea the formation and availability of cevings smeried Wy
polistes and seasures designed ¢ malateis menstary otebility aad e
fidenes ia the matiomal cwrreney.

)/ Presk Temagne “The Contcal Meaka b AL AMREARE‘s C.iKelud., Neutes, 1943,
pege 17.




2, The effect produced by the regulation of credit and the supervision of
financial institutions - whether for "moneiary” purposos or for reasons
of '"banking solvency” - on the distribution of funds vy sectors, activities
and transactions, and

3. The way in which the existing financial system can resot to the poliocies
and directiona of the authorities by developing new types of institutions
and practices outside their control, and the attitude which the authori-
ties may take regarding the evolution of the market.

Host Latin Amerjcan governments have taken a direct initiative over the pro-
motion and financing of econocaic development, and have entrusted this task to the
centrul banks or other specific bodies. .

Among the various promotion and financial programmes, those designed to promote
small and sedium-ecale industry, which forws the basis for the developing industrial
structure, are of particular importance and prominence in latin American countries.

An example of this is provided by the Central Bank of Chile, which estadlished
in 176 "1ines of prowotion oredit"” for small and medium scale mterprises.

Pinemcs is odtained through the commescial banks, which, in their turn, dis-
oount these eperetioms with the Central Bamk. This lime of oredit is restirioted,
however, both as regurds .ne application of the credit (which must be exolusively
for opersting capital) and ac regards the length of loan (ome yi-r at the mest),

II. IWSTITUTIONS DEALING SPECIPICALLY WITH TXZ FINARCING OF
MEDIUH AND SIALL-SCALE INDUNTRY

In latia Ameviea, specific inetitutioss for Whe finamoing of smsll emd V
w.-mxatmnrymnum.;fummﬁnumihm.
osuntiries, although iastitutions de axist, withia the banking sqywt~w of all

couniries, for dealing with the fiseneing of tadwstrial artivities «f wopsetified
scale,




The specific institutions existing at present for the support of small and
medium-scale industry through the granting of credit facilities axe as follows:

Argentina

Industrial Bank of the Argentine lepublic

Bresj)

Nationa® Bank for Economic Development. Programme for Pinanoing Small and
Medium-Soale Enterprises (FIPLE) of the Bank of Brasil. Industrial Development
Pund of CREAI,

Chile

Central Bank of Chile. Lines of promotion oredit. Production Development
Corporstion (CORFO). Technical Co—operation Service (SCT).

Golowbis
Bank of the Republic. Pund for Private Investments (FIP). Bancc Popular.
Corporscién Pinanciers Popular (National Pinence Corporation). Industrial

Development Institute (171). Agricultural, Industrial and lMining Credit Pond,
*"Progreame of Ouided Industirial Credit".

Nexioe

Necional Pinamciers, S.A. MNedium and Small-Scale Industry Guarantee and
Developmsent Pund. Natiomal Bank for Co—operative Development. Craft Indusiries
Developasat Pund,

Jmetuels

Betions Commiseion for Pinancing Small and Nedius-Scale Industiry. Vemesuslaa
Develogment Corperetion. Indwsirial Beamk of Vesesusls.

The mjerity of the imstitutions and bodies menticned adove are official hedies
which are partly finweed, ccatrelled snd partially sdninistered Wy govermmenmts.




1. GEJEPAL POLICY

ARGENTINA

JIriustrial Benk of the Argentine Republic

This bank is a "national bark" set up by the Government in 1944 and responsible

ror the medium and long—-ierm financing of industrial and mining development needs,

At jresent, one of tho functions of this bank undor the regulations of 1959 is
tuat o1 promoting indumtrial evparzion in tha interior of the country by channelling
wi3ources to supuort plars designed to increase the supply of goods and services
nt~del Jfor the development of area econcries, particularly in the less developed

Lrulade

Thy Srall-scale production unit is taken es the bosis of this programme

Tio Industrial Bank of the Argentina Republic finances only investmenis in
iixed mmcets,

ERAZIL.

_{y_dw@t“ial DPove lzgn.mt Fund

Thie in a financinl eaeistance pregoamme decigned to help in the reorganiszaticn,
«.toroien or establisbhment or wedivn or small-sosle industries. It operates under a
bedy called “he "Depa~tment of f~icvliur-" end Indvstrial Cradit® (CRTAIL).

Ziugroaere for Pinancirg Swall oand Mrlr~"cele Entorprises (FIIFME)

Tais Programmo, which oporctesr at the aational level, was set up in 1965. Bince
i.3 eatetlishment, it has taken its rlace a3 2 bedy specialising in the provision of
}oans (mainly for financing the ecquicitica of rixed assots) to lull and medium-
;.calc snterprises waich are alroady oporating or are planned to bo ut un,

The Fudcral Govornment of Brozil considered that Bresilian industries,
eapecially those in the mechaniocal sectors, had no chance of competing with
foreign industries beceuse of the lack of a national systen of nedium and long-
“erm oredit. Likewize, the Brasilian Government considered that it was necessary




that Brazilian enterpreneurs should have at their dispcsal credit facilities which
were more or less equ'é.l to those available in countries with a higher level of

development.

It was also considered that the industrial enterprises which suffered most by '
their Verjr nature, were the small and medium-scale enterprises, which represent the

majority of enterprises in the Brazilian industrial structure.

FIPEME was envisaged as a revolving fund designed to stimulate and provide
funds for the d'evelopment of small and medium-scale enterprises. It gives financial
assistance in the form of fixed invesiaents intended for the establishment and/or
expansion of small and medium-scale industtial establishments, for financing the
aoqjx;igfti‘dh of Brazilian or for . isn—made production equipmenf, for corstruction
work, and for covering expenses incurred in connexion with the installation of
equipment purchased. | |

FIPRME oan also devote part of its resources to helping to pay for teol;niod
mviooa required in connexion with the preparation of industrial pro,]octs as well
as technical assistance services for inoreasing the productivity of the entorprilul
seeking loans,

It ie oonsidered that I"IPm.‘;E‘ cannot restrict ite activities .oxclusivcly to the
finanocing of fixed assets, and it will be necessary in the near future to givs
assistance in roapebt of the wofking capital requirements of small and medium-scale
enterprises.

Consideration is aleo being given to the possibility of FIPEME providing en-
dorsements in financial transactions involving foreign institutions.

FIPEME has a special feature in that it can Op'eré.te either directly with the
industrisl enterprise or else through financial institutions: that is to say, it
works simultaneously as a first- and second-liné bank, &s in the case of the Small
Business Administration in the United States. . - o

The ‘somplaxity of a national programe fof financing smail ‘and ‘medium—scale
enterprisas, in view of the groat area of Brasil, the different eoonomic problems
prevailing in sach ares, and the neeid to divide up the value of the loans made in
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such a way as to cover the largest possible number of enterprises scattered all
over the country, oblige the National Development Bank to use the various area

financial institutions concerned with economic development as its financial agents.

As we shall see below, in Mexico the }edium and Small-Scale Industry Guarantee
and Development Fund has likewise been operating eince 1953 as a second-line bank,
except that its intermediaries are private banks in general, and not only financial
institutions,

- Initially, the national credit institutions, which had some experience of
medium and long-tern financing, were the agents for FIPEME, but the network of
agenis has now been expanded because of the specialization of the operations of
the national finanoial institutions, and the National Bank for Economio Development
and FIPEME in partioular, with the aim of training personnel and stimulating their
agents, have sent technical missions all over the territory of Bragil in order to
€ive banks guidance.

FIPEME has followed oertain priority oriteris concerning the granting of loans.
The following factors are taken into account in eétablishing priorities:

(2) The development of the area economy ;

(b) The ountribution to the domestio product;

(o) Improvement of the supply of general consumer goods;

(4) Complementation of specific branohes of industrial _activity;

(e) The continuity of the process of eoonomio development of the ocountry;

(£) Raising the levels of internal iemand to seoure better utiliszation or
expansion of installed capacity in the sectors of industry producing
manufactured goods, and

(g) Stimulation of exports.

FIPEME, a& already stated, was set up in order to take oare of the requirements
Zor the firancing of small and medium-soale enterprises, but it has made every
effort to help the largest possible number of economio activities., Because of the
relative scarcity of resources and the vast dimensions of the problem to be solved,
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however, FIPEME has been obliged to iimit its areas of activity. Up to the
beginning of 1367, its activities were limited to 13 sectors of industry, activities

of little or no importance or activities defined as vague being excluded from its
field of action. '

The sectors of industiry given priority are the following:. mechanical
engineering, textiles, food stuffs, metal industries, wood and timber industries,
\ chemioals, plastios, leather and skins, printing, electriocal equipment, minerale and
paper and other vegetable fibires.

FIPELE and CREAI are the most important national sources of finance. There
are other banks of a local or area nature, however, whioh also attend to the loan
requirements of small and medium-ecale industry, the prinoipal of these being the
Banco del Noroeste of Brasil, which, through its industrial department, operates
over & large under-developed area oomprising nine of the States of the Federation,
in which small and medium-scale enterprises prevail.

The Bank'’s loans are restrioted to a maximum of 50 per cen’ of the total
investments in an enterprise, and the average repayment pariod for suoh losns is
five years.

The rate of interest levied is 12 per oent per year, without any oharges in
respect of opening commissions or rates of monetary ocrrection. The low cost of
suwh financing is in itself a form of subsidy, if tbs inZiaticnary spiral besetting
Bresil is taken into account.

CHILE

The Production Development Corporstion (CORFO) was set up in 1969, This agency
is rupouiblo for planning, promoting and bringing inte operation activities aimed
at anm:lng economio development. CORFD is an autonomous State agency whose ob-
jeotives cover the basis upoots of economic dmlopunt In 1963 it- field of
operations was mudod and s programme of assistance to oull—coah and mft in-
'dutry, woa bn & national development programme, wes initiated.
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The functions and activities of assisting suall-ecale industry ard craft
industries were placed by the Production Development Corporstion in the hande of
its subsidiary, the Technical Co—operation Service (5SCT).

The Technical Co-operation Service originated in 1351 as the result of aa
agreement vetween Chile ard the United States, and in 1752 an agreeasnt regard-
ing co—operation in technical assistance, under which the Technical Co—-operation
Service was set up, was signed between the Production Development Corporation and
the Institute for Inter-Amarican Affairs.

In 1960 the Technical Co—operation Service was converted into an sutonomous
subsidiary of the Production Development Corporation, handling assistance from the
United Nations and other international bodies.

Sinoce 1963, a department dealing exclusively with assistamce to small-ecale
industry and oraft industries has been functioning within the Techmiocal Co-
operation Service.

The Technical Co—operation Service has four assistance progreanee designed
to help small-scale industry in Chile:

(a) Technico-administrative and technological aseistance;
(b) Financial assistance:

(¢) Investigation and planning, and

(d) Information and co-operation.

The work of the Technical Co-operation Service comsista of prowmotiag and
studying projects and advising the Production Development Corporetiocs regardiag
the approval and granting of credits. Supervision of the utilisation of the momey
thus ‘granted is left to the Technical Co-operation Service.

lledium or long-term credits are granted for the purchase of aschinery and
equipment and/or raw materials.

- 'In’the allocation of these credits, certain fields %ake priority, in acoesdanse
with its standards laid down by the Production Development Corporaticn. These fielde
are the following: the foodstuffs industry (food preservation), woodworking (doors




and vindows ), bdookbi~ding, leuther amd leather products, chemical products (salts,
fertilisers, esser’ial oils;, earthemware, chine, porcelain and oceremis predusts,
concrete, gypsum, plaster and similar p~ndu:ts, metal products (lecks, dorre amd
vindows, tiaware, wire, nails, galveamisiz. and ferged vork), machines and parts,
sanufacture of tramsport equipment, tecls and workshops, and csmtrertors speciali-

3ip7 in congt*uction wrrk.

The location of emterprises is alse taken inte sscoumt. If an enteryrise is
lonated eutside Santingo and is alse of ecencmic iaportiance 1o ite area because it
uses local re.s materials, it can receive credit if it belomge teo sms of the flelds
listed abeve or tc ome of the following flelds: taxtiles, clething, weeden con-
taimers, furniture amd fittings, tricke, wall and reefing tiler, etc., elestriesl
wvorksheps and vehicle repair.

COLOMB 1A

™e Dank of the fepublic - i.¢., the Centrul Damk of Coleshia - set W 12
1963 the Privete Investiasnt Pumd. The activities of this Pand comeist of dio-
sounting svedits gremted by banks and finemcial corperations 1o indwiry, witlh
special referemve 4o credit for small end sediun-ecale industiry. This Pund has
aot operated very mush, m.mwmyu mmm Shetir
spplications preperly and have failed to give all the infosmation and decwnemis
reguired My the P,

e Corperncifn Pingmciers INEAIAL wes orgmaised in 1967 Wy the Bamee Pepuniar,
but has not yet Degun operatiems. Its ebjective is to stimulate the estadlishmest

and dovelopment of craft indusizy and ssall and sediun-ecale indweiry.

Amsag the fumotions for which it is respemeidle, mentien my de made of the
following:

(a) Provisiem of leans or working cepital fer existing emtevyrises or for
the formation of new emterprises, ia ascordasnce with an evder of
priorities agreed with the AMuministretive Departammt »f Nstiemel
Plamning (the Plamning Deyartmsat).
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\¥) Productivity loans o1 the execution of admimistrstive of ‘“schmical
studies, martet -esearch, training of perscamel, hi:ing of experts, and
any other purpome a. med at securing 'etter productivity figures,

(o) Provision of technical assistance om paying Sasis to the owmere of
mail and sedium-ecale enterprises.

(d) Prevision of capital fer emtarprises which already exist or are in the
cowrse of establishment, sudject te the obligation Vo sell or re-sell
in faveur of the promoter. or preprieters of the emteryrise vhen the
wmtorprise comes iato noreal eperation.

(o) Ovgamisation of a nartet rescarch deportment.

(f) Ovgumisation of & machinery and oquipment exmohenge ,

(g) 7imameing, sither directly er in co-operation with other bedies, of
industirial sstates, "y aqresment with the AMmin:stretive Departamt
of Rational Plamming, ia order te belp industrial decentrulisation,

e consider that these plams are a little abitiouws, but seall and aediwm-eeale
Celanbian indwsiries nevertholess have at their Cispesal, ‘iase 1767, & spesialised
body whish vill give mseistance in the cotablishment sad dovelopnant of smnll end
m-—m-muu—mmmumcumhw.

The lafasicial ievelessenmt Iaetilaie (I71) 1e eaether fizemsisl ergenisetics

Muﬂcutﬁpﬂdlhmht&m«mﬂtﬂu“ﬁtn-ﬂ
and ssdiwr-ccale smteryrises. The IF1, e sfficial bedy with ite own resewves and
-wanummmnnu. i3 & finaneial cerperetion set wp o
prenste the various iadwstirial astivities of the commtiry.

ml,n%mmmmbdwnoddthmdm
Colaubiasn Sesial Seewrity Institwie, vhich prevides disedlensnt, old age and deatd
insurense. The funds reseived in respest of sush issuremece are chammslled imte
mnumm.m:mm;uonmmumm
for sthur industrial sevievw.




Acoarding t0 its statutory rules and to the policies adorted Wy its Board of
Fanagemsat, the [F] graats icans 1o or makes investimsats in the followiag bremches

of production:
(a) nodustries and emterprises whoes Sperstions are respomsidle for am imecresse
ia exports or import substituiion’
(v) Industries and enterpiises engaged in teveloping basic resocuroes|
{e) Tmterprises whoee operations give rise to the creation of new sources of
employnsnt, and
(d) Imterprises engaged in the development of aining activiyy.

T™he IF] finances prejects in \he folliowing fields. oonstrwtion, impevrtation
of machinery and equipmeat, acquisitina of foveign machinery vithia Colembia
soquisition of Colombian-eade machinery, installation of services, purchase of lamd,
and previsiea of workiag capital.

T™he Agrie a dus i1l M '4D: " Dapk of Colombia assists small
and sediun-ecale emterprises which process agriculturel, satimal and siniag predusts
and whish are located in rural areas. [t was set uwp with t'e aseistance of the Agmmey
for Ilatermationsa) Developmeat ‘AID), which onllabereted ia the orgmmisstion of &

"Zxesrasme of Quided Iadueirial Credit™ to aseist seall asd medim-scale indwrisy,

which was initiate! ia August 196},

W

T™e Pregramme of Cuided Industrial Credit has the following o®jectiver:

(a) Imewressi:g raral preductivity Wy schieviang detter :tilisstiomn of agri-
oultural aad steck-raising products,

(d) Mmosureging rural vorkers te siay om the land Vg presemtiag thea with
aow oppertwmities for cuplayment and & permnnent and remmerative
soougnation,

(o) iseisting industrial dssemtrelisetion Wy seskiag te Narther the coomanie
dovelopmaat of the meet dasitward aress of the nstisnal tervitesny.

Pourtesn ceantres of opcutions hove bosn set wp ia Celembia, with the comtonl
ofTise ia Dogortd,




The regulations governing the Programme of Ouided Industrial ocredit of the
Agricultural , Industrial aad Nining Credit Bank are as followss

Financing say be provided for prosrammes for obtaining, processing ant pre-
serving agricultural, stock-raising and mining products, including fishery and
forestry products, in rural areas and towns of up to 100,000 imhabitants.

In towns of more than 100,000 inhabitants, industries must satisfy one or more
of the following comditious in order to be eligible:

l. Thay sust use raw materials, at the primary processing stage, wvhich are
of agricultural or stock-raising origin, such as grain, meal and hides.

2. Ia the oase of the irom and steel industiry, they must use more thaa
60 per oemt of nationally produced rew material.

J. In the case of the cbemical, timber, paper, rubber and metal-working
industiries, production must be imtended for agricultural or st k-raising
puarpsees ,

4. NKinersls must bde destined for agricultural or stock-reising purposes
or fer ocomstruction.

Sush emterprises can apply for short or sediun-term loeas for the aoquisition
of capital goods and/or for working capitil. '

Applicamts for Guided Indwstrial Credit muwst undertake to:

(a) Accept the guidsnce and the directioms of the Bamk regarding the wtili-
mmutuwuumtuwxmmwmwthw
and srganisstion of their eaterprises.

() Xoep ssoounts whioh will emable a check to be aade of the execution of
iavestasnte, the dovelepment of the emterprise, and ite fimamcial positien,




WRXI1°C

In Maxico the banking syste~ is made up of the official benks and the private
banks. Among the institutions of the off ial banking system are the Bank of
Nexioo S.A., which ia the Central Fank, and the Nasional Financiers S.A., whieh,
smong other funotioms, is responeible for establishing amd supporting basic indus—
trial eaterprises.

The private banks are made up of commercial or deposit banks nd investmest
banks. Among the latter there are also the various finance ocompenies, which are
responsible for the promotion and development of all productive activities and
vhich are authorised to grant medium and long-term loans.

imstitution set up specifically for assisting small and mediws-scale industry. I
wvas estabdlished by the Federal Covermment under the law passed in December 195313.
In the statement of the reasons for paseing the law under which this find was
estedlished, it was stated that it was oonsidered necessary to set up withia the
Mexican damking systes a source of adequate and timely loan assistance for small
and mediwm industry, and that defore the fund was set up, the major efforts of the
officisl banks were comcentrated on the promotion of large imdustrial projects.

Through this institution, the Federsl Govermment has now largely solved the
long-standing problea of the lack of financial resources for medius and small-
soale industry in Mexioco.

This institution is called a Pund because it is s body of finamcial resources
provided %y the Goverumemt with the spacifio objective otp-mu‘onut 40 small
and ssdium-ecale enterprises.

The Jund does not have the status of a juridiocal person, as it operates as &
trest wder tks supervision of the Nacional Pinanciers S.A.

The Pund 1is sanaged by o Technical Cormittee, which is a mixed oollegiste dody
aade wp of six represemiatives with their respective alternstes, namely, two membess




from the [»~deral Jovernment from tha c’fice of the “ecretary for "comomic Affaire

and Putiic “redit and from the office of * - lecretary for Industry and Commeree;,

two f-.m the official credit institutions ank of exien I,4, and Nacional Financiers
5.A.), and two from organisationa of industrialiits. | The _omfederation of [mdustirial
“"hambers and the ational Chamber for .anufacturing industry).

In view of the iise of the banking system, the Covernment considered it
desirable that the Fund should operate as a second-line institutiom to which private
banks could turn with requests for additiomal or supplementary resourves to bde
channelled into the developaent of medium and small-ecale industry.

The objective of the Fund, according to the law under which it was entablished,
is to provide small and medium—-scale industrial enterprises, through the privete
banks, with oredit which must de. - -

(a) odequate and timelyj

(b) at a low rete of interest, and

(¢) repayable over suitably chosea and adequate periods.

The oredit is adequate inasmuch as the resources of the Pund supplement the
resources of private institutions available for meeting loun applications by medium
and small-scale industrial enterprises, and the loans granted are in preoportiom to
the economic capacity of each enterprise and in acocordance with the possibilities of
development whioch the enterprise can achieve with the nredit in questiom.

The credjit is timely decause once the owmer of an emterprise has ocomplied with
the ninimal necessary formalities, his application can be processed in the relatively

short time of one or two weeks as a rule.

The oredit is svailable st 3 lov Fate of iatersst becsuse the resources coms

srom the State and a rate of interes® lower than that prevailing on the normal mar-
ket can therefore be charged for loans.

Suitable and adec.ate periods of repayment can be given both becsuse the resouroes

of the Fund come from the State and besause of the nature of the credits granted.
Industrialists can therefore bemefit frim medium or long repayment periods whioch are
suitadle and adequate for the conditions of each enterprise, subject, of course, $0
the maximum repayment periods laid down in the Banking Law in force.




The iaw authorises the Pur Y ~arry out the !olilowing orerationss

1. Proviiiig guarantses to d-poai' hanks, financial corpanies and industrial
credit unions for the repayment of loers a;plied for by small amd sediwm-gocale
enterprisce. The maximm wiarantee in respect of sach loan is 200,000 pesoe
(us216,000).

2. Ouareatesiag or sogquiring Bortigage bonds issued by mmall or nedium-ecals
industirial enterprises up to a maximm of | million pesos (UB$80,000) in anmy
single case,

3. Aoquiring bomde issued by financial institutioms.

4. Disocunting the following tiree types of loans for private imstitutioms:

Loans for working capital}

Loans for the aoquisition of fixed aseetsj

Industrial mortgages for the congolidation of debts (without prejudioce, however,

to the possibility of using ~uch loans partially for expansion or improvement of

Bechinery, equipment, buildings and imstallation)).

The main lines of the Jopn policy laid down by the Technical Committee are as
followss

(a) The loans are considersd as though they were baing negotiated directly
betwesn the Pund and the owners of the emterprises

() Applications for loans must oomply witl the Law governing the Fumd, witd
the Pund’c opersting regulatiors, and with the banking legislation in foroe;

(¢) 1In analysing applications, preference is nm to investment prograames
designed 10 ensure that loans are adequate and suitadle for the dewelop-
sent of the enterprises;

(4) loan applicationsa must be justified and must satisfy certain requirements
regarding security and possibility of recovery of the money}

(o) Every effort must be made tc secure the best possidle allocatiom of the
Pund®'s rescurces over the largest possible number of enterprises|

)




{f) The orerations of the Fund must rover every area of Yexico.,

{g, loans from the ™ind srouli preferatly benefit econcamirally weak enterprises,
anterprises located 1n the provincse, snterprises whith are 100 per cent
Hexicar, and entaryrises which are of 1mportance to the:r !-:cal or araa

economy .

3ubject to these reguiationa, the Fund grants adequate, time.y and low-cost
credit, thus fulfilling the socio-economic function which was assigred to it when

it was et uap.

any sediur ol Bme. ~ecale irdustrial erterrrises have recealved {.nancial help
from the Fund wnd have been able to obtain banking credit, and it can be stated that
almost all theee enterprises have responded favourably to the stimulus given by these
good credit arrangenments.

The Pund does not limit itself to proeviding financial resourcee, however:
it often meetec with industrialists from the provinces to give thea guidance regarding
credit arrangements and to provide them, aldbeit in a limited form, with technical,
maageasnt and accounting advice,

Ihe Netlomal Co-operstive Developmept 5,4, ~concentrates its aotivities on the
promotion and development of co-operative societies,

In addition, 1t manages a fund set up by the Federal Covernment for the develop~
bent of oraft industries. The objectives of this fund are as follows:

(a) Oramting oredit to craftsmen to parmit them to acquire the goods, machinery
and raw matorials necessary to develop their activities;

(v) Providing finance for the promotion of new markets both inside and outside
the oouniry and for the establishment of premises for the display and sale
of the producis of craft industries;

(o) Providing ocraftsmen with techmnical and sanagenent assistance and arranging
courses in order to raise the quality of the products and to maintain their
special assthetic features.

This Fund's activities have been directed towards the development of craft indus-

tries of a folkloric nature, whers handwork predominstes and traditional techniques
are used,




VENEZUZLA

Thers are three national bcdies for developing and assisting small -and medium--
scale industry in this oountry: the Natic.al Comsission for Financing Small -and
Medium-Soale Industry, the Venezuelan Development Corporation (CVF), and the
Industrial Bank of Venezuela.

Ibe National Commission for Figenoing Small and Medium-Scale Industry was set
up in Octobar 1959 and through it are channelled the resources made available for

small and sedins-ecale industry under the credit programme of the llinistry of
Development. The National Commission operates in conjunotion with the governing
bodies of the various federal provinces, the Industrial Bank of Venesusla and private
banks .

The basic objectivee of the development programme are:

1 The provision of credit assistance to craftsmen ard small and mediun-snale
enterprises for the purchase of produotion equipment, installations,
working capital, rax materials and other items necessary for the manu-
facture of their products;

2, The provision of the technical assistance needed to reise indioces of
productivity and output:

3¢ The creation of favoursble conditions for the economic and social improve-
ment of the country and for ensuring permanent sources of employment

4o Assistance in the training of entreprensurs and industrial workers.

The National Commission provides three types of oredit:

(a) Craft industry and small-soale industry

The credit programme for oraft industry and small-soale industry operates
on & decentralised system over the whole vountry: in esch federsl provincs
there is an area ocommission responsible for receiving amd trmn'ﬂtin‘
requests from oraft industries and small-scale industrial enterprises amd
v sending these applications to the central cffice, whose decisions are
‘ ocommunicated back to the area commission for tranamission {0 the applioant.
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The applications are analysed in the light of the following considerations:
management and technical capability of the applicant, production costs,
availability of specialized labrur, and facilities for acquiring raw

materials.

Medium-scale industiry

The Ministry of Development, through the National Commission, can designate
the sectors of industry in which it . most desirable for the National
Commission to operate in the light of the economic conditions in the
seotor in question and the sector's siguificance for the economic develop~-

ment of the oountry.

The credit granted to medium-scale industrial enterprises may be direot
or indirect, a. described below:

‘Direct oredit

This is negotiated directly between the industrialist and the National
Commission, but the oredit is actually provided through the Industrial
Bank of Vinegusla in instalments agreed upon in the negotiation of the
credit. Where machinery or raw materials are to be acquired, the instal-
ments are paid on presentation of the appropriate bills.

Credit can also be grunted for invesiments in fixed assets and for working
oapital.

Indirect oredit

This oredit is handled through private banks which have entered into a
contract with the National Commission and with the Industrial Bank of
Venesuela. These private banks prepare a suitably detailed report for
submission to the National Commission, which is responsible, in the final
reckoning, for approving or rejeoting applications for oredit.

When neocessary, in the case of credits for invesiments in fixed assets and
working capital, the National Commission can give the private banks
additional guarantees by providing endorsements or bonds for the financing

"of working capital, equipment and installations for medium-scale industries.

The repayment period is slightly shorter when a loan is indirect,




(¢) Special industrial construction programmes

In conjunction with its work of supplying fuads for furthering the
development of small-scale industry, the National Comnmission has initiated
a progranine of establishing industrial estates so as t0 bring a number of
srall units togciher on specially-planned gsites in order that they may en-
joy the benefits of being close to large industries, being near markets
for the sale of their products and the supply of raw materials, taking
advantage of the possibility of establishing service and production co-
operatives, having technical assistance, industrial servioes (electricity,
water, gas, telephones), facilities for forming associations or guilds,
_and other facilities available, and so forth.

The establishment of industrial nuclei made up of small and mediun-scale
enterprises, located in State capitals or in cities of intense area development, is
a stimulus for decentralized national development. By the same token that their
looation in oentres where there is a shortage of jobs helps to check the exodus of
the pOpulation, auch centres need to be developed into training nuclei for training
workers and transforming them into semi-skilled and skilled staff.

These ipdustrial estates are established with the collaboration of area
authorities and municipal councils.

So far, five estates have been planned: in Cumand, Coro, San Cristébal,
laracaibo and Barquisimeto. '

In Valencia, 80 industriel buildirgs have been completed, and all the urban
services required have been installed.

These 80 buildings are of two sta.nda,rd‘types: there are 16 buildings each
800 sq. m. in area on plots of approximately 1,500 sq. m. and 64 buildings each
651 sq. m. in area on plots of 1,250 sq. m. - "'

Tho ropaynent poriod for these buildings is ten years, with an annual interest
rate of 6 per oont and a ponod of grace of four months. Intm-t and capital are
paid off monthly.




2

- 24 -

So far, 52 enterprises have been set up in the Valencia industrial park: 16
metal-working enterprises, 7 chemical firms, 6 printing concerns and 21 enterprises

engaged in small-scale traditioral industry.

The Venezuelan Development Corporatio: (C'F), set up in 1946, is the main

financial institution for development purposes in Venezuela, and its activities

bring out strikingly its importance as a body for stimulating industrial development.

The CVF grants credit to industrialists on a medium and long-term basis at
a low rate of interest, but it does not have a credit programme specifically for

small-scale industry.

The Venezuelan Development Corporation is authorized to grant short or long-
term credit, give endorsements, subscribe to shares, give financial assistance for
the export of manufactured products, and provide technical and management advice in
order to help firms receiving loans to make more effective use of their financial

resources,

The CVF runs a programme called "Leasing Plan for Fixed Assets With Option to
Buy", which is designed to assist in the establishment of small and medium-scale

plants and forms a kino of long-term credit.

Under this Plan, the CVF finances the acquisition of fixed assets, on condition
that the entrepreneurs benefiting frcm this provide the working capital. Thus, the
CVF offers the entrepreneur the plants he needs on a long-{em leasing basis with
option to buy. The CVF acquires the ground, constructs the factory buildings and
buys the machinery and equipment, requirinz the entrepreneur only to provide the
money to be used as working capital.

Despite the obvious advantages of this plan for leasing fixed assets, only a
relatively small number of entrepreneurs have taken advantage of it.

The Industrial Bank of Venezuela is the bank responsible for carrying out the
programne for the direct financing of medium-scale enterprises carried om under the
auspices of the llinistry of Development or, more specifically, those of the National
Commission for the Financing of Small and Medium-Scalé Industry,

 In addition, the Industrial Bank holds the resources of the National Commission
which are intended to be used in the programme for craft industries and small-scale
industries, and it is responsible for the payment and collection of money under this
programme .
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2., SOURCE OF AVAILABLE FUNDS

The institutions dealt with in this papcr use not only funds which they have
received from Coverrments or Central Banks, but also, in many cases, externally
provided funds., In the case of the Industrial Development Institute of Colombia,
part of the funds of the Colombian Institute of Social Security are channelled into
this field. Securities are also made available for this purpose, and the Indu strial
Bank of Veneszuela oporates as a deposit bank, like the Banco Popular of Colombia.

In each case, however, the major part of the funds is contributed by the
Government of the country, A more detailed description of the type of resources
which each of the imstitutions mentioned has at 1tl dxsposal is glvon bolavz

EE R N el

ARGENT INA

The Industrial Bank of Argentina has its own resources and funds of imtermal
origin, supplied by the Central Bank, as well as external funds from international
financial a(onoiel.

In 1957 the Central Bank transferred 50 per cent of its profits to the Industrial
Bank and also contributed part ol its accumulated reserves., ;

BRAZIL

The funds for the FIFEME programme Came initially from the Iater-imerican
Development Bank and amounted to US$27 million. Of this sum, the equivalent of
US$15 million was io meet expenditures in national curxency;.. of the resmaining
US$12 million, U'886 million was to be used for the importation of machinery and

equipment and the remaining US$6 million could be spent as desired on the acquisition
of equipment outside the country or to meet local expenditures in national currency.

The second source of funds was the Kreditanstalt fir Wiedersufban of West Gerseny,
which in August 1965 granted the Hational Economic Development Bank a credit equive-
lent to US$7 million for assistance to small and medium-scale enterprises. Sixty per
oent of this credit was to be used for the importationof equipment and mechinery,
and the remaining 40 per cent for local expenditures in Brasil. ' ) e




The adove sources of funds are alec supplemented Yy the following sources:
(a) Comtributicms by the financial agemts of FIPEME;

(b} The amou-te of at least 20 per ¢ nt of the value o investmemts ia fized
assets which sust de contirituted by the dorrower;

(e) Amy amounts supplied by the National Ccomomic Develoiment Bankj
(d) Pinancial assistance made available by suppliers of equipmeat.

It is estimated that FIPENE began operations with rescurces totalling UB$48 silliems
US$34 million from foreign credits and the remaining UB$34 millioa from natiemel
resources.

A pdus s of the Pamk of Brusil was limited
in ite operations, sinoe its rescurces, which came eati.ely from the redisecoummtiag
of rural contracts with a maximum term of ome year, could oaly be wsed for the
soquisition of resr materials, over a very short repayment period (cme year).

After the estadlishment by CREAI of the Incugtrial Develommept Jir o
U8$25.5 nillion loen vas made available in 1963 Wy the Agemey for Iaternatiemal

Develoment (AID) for the purpose of greating medium and long-term lcems % mediwe
and small soale imdustrialists.

[ 3CUL WU

.. x T W 3 W &,

In 1965 the AID gramted a further credit of UB$10.7 milliem.

! P

The Preduction Dyvelospent Corporstion (CGRFO), ameng other fumetions, greste
loans 0 medium and smail-scale industry after studiss comdmoted W the Tecimieal

wtmm(m),mmmwumuum.

CORFO handles internal funds and has extermal finamcing lines with the Intes-
Amsrican Development Bank and the Ireditanstalt fRr Yiedersuften (“Yestern Cesmany).

The foreign credits are dollar loens for machinery. The loems t¢ small
industrislistes and oraftamen approved by CORFO t¢ )1 Angwst 1966 amewmted %
6 million escudos, of which 1.8 million came from ite ovm fwnds and the rumainder fres
foreign epedite.




COLOND1A

The Irivate JAXns\mea) Dmd (FU) dendiee asssts of ke Jtate Bunk ssmaisting

of the equivaleat in Codlamdias curreacy of external loans and of foreign currenay
from external credits anu from stlher sources which ke Stata JanX sccepts or decides
%o link tc the banking system. In jertic.uar it handles tranafers of prefits arising
from exchenge of foreign curre;-ies into the aational currency.

' The Industirial Development Ingtityte (IF1)bhas an suthcrised capital of

aseets:

l.

200 million and & paid-up cepital of 75 milliem pesos, 1t also has the fellowing

© por semt of ke reserves of ihe Colombiam Sooial Securily Iastitute
sot aside ‘o cover risks >f sickness, old age end Gsath. This part of the

“Mhmuumwmuwm.

represents approzimately UBS$6.) silliem, and is likely te insvease 48
fuature yeare.

A line with the FIPy neunu.ftmoomuu.lm,\h
IFl places svesis of ihe Private Iavegtment Pund of the State Damk,
Rediscounts and direct credit from the State Bumk wp Vo U2 silliem.

Govermment loans! m-wummmuum.
repagnents of leans vith counterpart funds of AID loams remais ia the
I‘nofﬁnﬂ!ulmmim-‘mawﬂm&fhmmth.

Credit balamces frem compensation agresmsmtis, momting on )1 Aaguet 1967
e UB$Y0 milliem.

Imperts of cepital geeds Yy AID. Onder & UBS10 millisa fidesiary centivest
concluded vith the Goversmeni, the lassitute had UD64.1 ailliea ia ookl

on 31 August 1967.

AS the end of l’ﬂhlnﬁhﬁm.pﬂsﬁ.nﬂﬁﬁﬂsh‘d
mmmxmmmmupt«mxdmm.

wmlwh'—hﬂﬂﬂm“*
n—-m(hnh'-m).




MEXIC0

Da_feecaies sed inxaiswenl. Dind Lot Sedum and Sealiceals Iadusisy,

sininistered 2 truet Yy the Mational Pirance Corperation, had contreol em
JO Jume 1967 of the following assete:

Smal x \he Pund:

(a) GCrente fream the Pederal Goversment 130,000,000.00 pesse

G) Prefite frem previews finemcial M' 48,107,920.86 peses

@) Profite frem the finamcial year 196667 393334352.00 pesee
Total 181,441 ,260.56 pesee

SN ssenia

mmm-amudnmm-.uﬁnmmumxm
Wh¢ ailliem (mmxmm)mmwmu

hmmunumup&“muumumxu;mmm
of repagmumte %o the IID ite balamce was U5$10.9 milliea.

mmunmmmr«m«wuxsm.mhstm
mﬂﬁ-”hfmmm,\ommuwiuon
ingertation of mashisery.

mmu««ummmmwsh-msmu«hmﬂmu
mmhhmmm&ﬂtd“dhﬁ-d-ﬂw
iafastey Gemieiied withia their tervitery.

T™he Pund nay reaise capital \y issuing bends.
n—mmmmwwmmm;:mu

mmmm&-uﬁ-mumnummmﬁmm

e
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on a fund made up of c--tributions from the Ministry of Development and the

Venesuslan Development Corporation and of sums specially appropriated by the
Govermnments of members of the Pederation to support the Programme of Credit for
Handiorafts and Small-Scals Indusiry.

Medium-scale industry controls a fund composed of contributions made by the
Netional Emescutive through the Ministry of Development. To channel more funds into
sediws-ecale industry, the National Coamission concluded with a private bank an
thuhiehumtomtrm its own funds up to 50 per cent of
the loens made in the metropoliten area of Caracas, and 75 per ocent elsewhers in the
oouniry.

3., IEFINTTION OF MEDIUM AXD SMALL-SCALE INDUSTRY

Definitions of medium- and sma.l-scale industiry vary with the ecomomic and
seeial cenditioms of each coumtry, eauh dranch of industry and even eech period.

Classification criteria say be divided into two groups, one ocomposed of
quantitotive factors such as invested capital, value of sales, mumber of workers and
enerygy consumpiion, and the other of qualitative factors such as the coganisation
and administretion of underiakings, production sethods, influence on the market, eto.

The fellowing are the differeat definitions of small and medium-scale industry
mwummsutmwnmma

ANIENTINA
™o Jatetrial Jash of \he Avmatiss Memblis ressrds as o emell~scale- {adustrisl

mmmwmmmwmn.moam-—amuno
mmmu“.ﬂmmmuum.
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HERAZIL
The for Financing Medium ari Small-scale Undertakings (FIPEME), which

v ew o

operates within tho National Bank for Doorsmic Development, Lakes no distinction betwes
medium and small-sized undertakings. Any undertaking may deal with FIPEME if it has
capital not exceeding US$3.6 million and falls within an industrial sector given
priority by the National Bank for Zconomic Development and described in sections I

and II.

The Industrial Development Fund (CREAI) of the Bank of Brazil in 1966 regarded as
a medium or small-socale undertaking one with an annual production not exceeding

in value 1.2 thousand million cruzeiros (12 million new cruzeiros).

The Bank of North-East Brazil includes in its Programme of Assistance to Medium
and Small-Scale Indusirial Undertakings any undertaking with fixed assets not exceeding
one million new cruzeiros.

The Sao_Paulo State Bank lays down that a medium or small-scale undertaking
is one employing up to 250 workers and having a fixed capital not exceeding
2 million new cruzeiros.

.
ot

Clearly several classification criteria exist in Braszil, owing to the hugeness
of its territory and the difference in its degrees of regional development.

o

CHILE

Chile has no legal definition yet of a small industrial enterprise or a handioraft
workshopj but for the practical purpose of implementing the plans and programmes of
governmental bodies some definitions have been agreed upon. Those used by the
Produotion Development Corporation (CORFO) at November 1967 are outlined belows

Smell-scale indugtrial undertekings

1. The unit mey not have more than 50 permanent employees. ,. .

2. The capital invested in machinery and equipment may not exceed US$43,200

(60 anmual living wages). For new undertekings this figure may be inoreased
to US$54,000 (75 arnual living wages).




3, At least two—thirds of its sales or gross income should accrue from its

industrial activity.
4. Tt should produce goods and/or indudtrial services.

Furthermore, a small-scale industrial undertaking must fulfil one or more of
the following economic functions:

lork auxiliary to large —scale industry (sub—contracting)

Production of individual articles or small series of goods to special order;
Production of high—quality or fashionable goods;

Abgopption of manpower, especially in rural areas.
CCLOMBIA

The People's Bank uses the follouing classification:

i small-scale unit is one employing between 10 and 49 peruons and having
a fixed capital not exceeding US$31,250;

A medium-soale unit is one.swploying between 50 and 99 persons and hsving
a fixed capital not exceeding US$125,000.

icult tr Mining Credit may not grant leans to
undertakings whose assets do not exceed US$100,000 and which are not engaged in rural
industry. | E

MEXICO

Bince iLa esteblishment of the Quarantee and Development Pund for Nediv.amd
Smgll-Sosle Indugtry in Mexico, a quantitative oriterion has been sdopted fax .. .
olassifying the sise of an undertaking. ' ,
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More specifically, note is taken of its net worth (assets minus liabilities).
This criterion has proved appropriate, easily applied and, furthermore, necessary' in
respect of credit, since the net worth is an important guicde to the amount of credit

that can be granted.

In 1954, when the Fund came into operation, it considered as a mediux or
small-scale undertaking any unit with a net worth not less than 50,000 pesos
(US$4,000) and not exceeding 2,500,000 pesos (US$200,000). This concept, however,
has now developed: it has had to be changed to adapt it to changing conditions
and more sophisticated undertakings needing larger capital and credit resources.

The initial 1imits have been altered on several vccasions: the maximum figure
has been raised, firet to 3,500,000 pesos (US$280,000) and then again in September 1965
to 15,000,000 pesos (US$1,200,000).

On the other hand, the minimum figure was reduced for undertakings situated out-
side industrial agglomeration areas.

VENEZUELA

In Venezuela only the Natio Commission for Finano Medium and Small-scale
Jndugtry has a clear definition of this important industrial sector. Like the
Guarantee and Development Fund for Medium and Small-Scale Industry (Mexico), the
Commission uses the concept of net worth to define medium and omall-soalé industry,
but distinguishes between the two sectors .n the following mznner:

Smsll-scele industry

In this group mre included undertakings whose net worth does not exceed an
upper limit of US$22,000.

LE R viet e an

Medive-gsale indvstry
For the purpose of seeking ocredit from the Commission, a udim-nc&h mﬂortakin‘

v s

is considered to be a unit of net worth between US$22,000 and US$220,000.
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B. TH® SYSTEMS, MECHANISMS AND CONDITIONS FOR PROVIDING CREDIT

Systems, machinery and terms of credit vary with each country, each financial
institution, each area or region of the country, and at times with the type of credit,
since in some the terms are more tlexible than in others. The degree of development
of each country, its experienoe of banking and its concernto develop small-scale indus-
try have also influenced and shaped the systems and machinery of credi. in geaeral,

and credit for medium and small-scale industry in particular.

In some countries which have no special institutions for financing medium and
small-scale industry, the systems and terms of credit for this sector are iden‘i‘al
with those employed for granting loans for other purposes, with perhaps a few Aif-
feronces which do not intrinsioally alter the system. On the other hand, in oowntries
in which support for small-scale industry has evolved further and where specialized
institutions exist, as in Mexico, Brazil, Venezuela and Colombia, the systens and
machinery of credit for small-scale industry are improving étudi]y.

Moreover, the organizations which support medium and small-scale industry are
not purely credit institutions, which are rather rare. Most of them provide both
oredit and technical assistance, although the latter has not evolved so rapidly. As
a general rule technical assistance is supplied simultaneously with credit on a rmall
soale and consists mostly of finanecial guidance. Only rarely is .% given first and
independently. There are also institutions which not only provide credit and techni-
cal assistance but whose encouragement of small-scale industry also extends to the
promotion of new under*akings, whioh they establish at their own expense and risk,
and administer or sell, Only one country in Latin America - Venezuela — has adopted
a "lsasing arrangement with purchase option” for machinery, equipment, or inductri;l
premises situated in industrial agglomerations, instead of granting oredits for their
purchase or construction.

With regard to types of credit transactions, it may be observed that in the coun-
tries selected for this report loans are widely granted for the purchase of fixed
assets and for working oapital, but prefersnoce is given to the former. These types
of loans vary in form, prooad\m and title. In Mexico they are called "refaccionarios®




(equipment loans) when issued for the aoquisition of fixed assets, and "de habilitacibm
de avio"” when issued as working capital. The use to which they may be put may also be
defined more bivadly or more parrowly: .accordingly some institutions grant loans for
new pro jects and others do so for the exte 3ion or modification of existing undertakings
Some institutions issue credit solely for the acquisition of capital goods, and,
furthermore, may give priority to an individual industry or an industry in a certain
locality.

Other forms of financing, such as the purchase of shares, have wt been developed,
although provided for in the law or in the regulations of some of the institutions
giving support to small-scale industry.

The terms of repayment in the selected ccuntries vary with the type of credit:
thus, if the credit is for the purchase of fixed assets, the term of repayment is
longer than in the case of credit for the acquisition of raw materials and supp lies.
It should also be noted that, within each type of credit, the terms of repayment are
flexible and periods of grace are almost always given in the case of loans for fimed
assets. Periods of grace are usually included in the tera agreed but are sometimes
counted separately. Repayments are not always monthly: they may sometimes be made
at longer intervals.

The rates of interest borne by loans alec vary with individual countries and
institutions, but the trend followed in each ocountry is in keeping with the conditions
and features of that oountry. Thuc, for any type of loan there may be a fized rate
of interest, the rates of interest say var  between fized limits, it may vary accord-
ing to the tyne of loan, it may decrease a. the loan is repaid, sometimes the rate
varies acoording to the type of industry, ite location, the destination of its pro-
ducts, eto., and where credit is extended for the purchase of machinery and equipment,
the rste of interest varies depending on whether the mechinery is mew or used, domse-
tic or foreign. Pinally, in countries liks Brasil, where the value of the curreacqy
fluctua’es violently, both a fixed interest rate and an additionmal rate for the pur-

pose of currency adjusiment are charged.

The guarantees required for credits are also of various kinds. There are iaeti-
tutions which ask borrowers for the usual guarasntees attashing to commsreial loams,
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gone vary the guarantee requirements according to the type of credit, making the
requirenents "softer” when the loan is for working capital, while others demand no
guarantee when the enterprise is likely to be successful, so as not to encumber the
borrower's fixed assets, and only require guarantees where they are absolutely

essential.

There may be still other features of credit arrangeaents, such as the following.
The amount of the loan does not always cover the whole project: it may only cover
part of it and may vary with the type of loan, the amount advanced being ususally
greater if it is for the acquisition of fixed assets. In the case of partial loans,
the institutions fix a percentage for each participant in the financing of the project,
including the borrower.

T™he policies followed in respect of the acceptance of loan applications, their
pivoessing, study and analysis, the taking of decisions on applications, the grenting
of loans, and the repaymemt procedure are very varied. 3Jome institutions acoept
applications on ths basis of only a miniam of information, so that the costs of in~
vestigation are kept as low as poesidle.

The proocessing of applications may talkks seversl forms, In some cases the finam-
ing institution itself carries out the analysis and study and comes to a decision
at its owm risk; in other cases it uses the commercial banks as intermediaries; | and
in yet othere, separate departments or inmstitutions are established to analyse and
study loan applications and recommend fo the finemcial institution the action to be
taken in sach case. There are alsc institutioms which examine applications and take
decisions independently and at their own riak, but do mot handle any momsy; in such
casen it 10 the reepomsibility of amother orgaamisation to pay out the sum regussted
and collect the repayments.

A more specific acooumt of oredit systems, procedures and oconditions in the coun~
tries inoluded in this swrvey is givea below
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l. TYPES OF CREDIT

ARGENT INA

The Industrial Bank of the Argentin¢ Republic The regulations of the Bank
allow for two basic types of financing: loans for the purchase of fixed assets and

loans for working capital.

Under its regulations, the Bank is authorized to extend finance for fixed assets
in the following cases:

l. Yor the establishment or extension of industrial undertakings and for
projects which will lead to an improvement of the plant, even though
higher production may not necessarily result.

2, Yor the aoquisition of new machinery, tools and equipment. The Bank
may, in exceptional cases, provide finance for used equipmeat provided
that it leads to greater efficiency. '

3.  Por the construction and acquisition of buildings and the purchase of
trensport equipment.

4 loans for working capital may cnly be made in connexion with the
initial establishment or subsequent extension of an industrial plant.

organisation was set up to provide loans for small and medium-scale enterprises which
are already operating or are in the course of establishment. The type of credit
granted is essentially for the scquisition of fixed assets and to cover costs arising
in oconnexion with the installation ‘of nev machinery. Luwever, the possibility that
in the mear future FIPEXE may extend loans for working capital is being considered.
The possibility of FIFEME guaranteeing financial transactions by industrial firws with
foreign banks is also under review.
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The De ment of icultural and Industrial Credit
of the Bank of Brazil {CREAI

This institution was set up solely to extend credits for the purchase of raw
terials and consequently was concerned primarily with firms closely connected with

iculture, such as those in the food and textile industries.

With a view to extending the range of the Department's activities, the Industrial
velopment Fund was established: this Fund gives finax;cial assistance to medium and
small-scale industry for purposes of reconstryction, ex‘ension or the establishment
of new undertakings, and may therefore be regarded as a body extending credit for the

acquisition of fixed assets.

CHILE

The Technical Co-operation Service The Technical Co—operation Service (SCT) was
entrusted by the Production Development Corporation (CORFO) with the task of helping
small-scales industry and craft industries, for which CORFO created a special programme.

In order to be of real assistance to small-scale industry, the Corporation modi-
fied its traditional credit policy. It now grants loans for working capital and for
the aoquisition of fixed assets. The credits are in local currency and are not adjust-
able in respect of the exchange rate.

The credit programme began in 1963. The work of the SCT consists of reporting
to CORFO the results of investigations of small industrial and handicraft undertakings
seeking credit. The loans are administered and recovered by CORFO, and the SCT merely
supervises the use of the funds loaned.

The Central Bank of Chile The Central Bank cperates "lines of promotion credit"
for medium and small-scale industry. This type of credit was agreed upon by the Board
of Nanagement of the Central Bank on 19. October 1966 and made known by circular- letter
to the comsercial banks so that they might begin applying it. |

The primary objective of this new credit system is to promote the development of
sedium and small-scale undertakings by providing the necessary operational or working




capital. The system is available to undertakings and firms engaged in industrial,
comsercial or agricultural activities which belong to individuals or to associations
of persons, corporations or co=operatives, and whose yearly credit needs 4o mot e3-
ceed 70 annual living wages.

COLOMBIA

Pupd for Private Investmenis (FIP) FIP loans are exclusively for the soquisi-
tion of capital goods, for carrying out the building, fitting-out and installatiom

work needed in order to begin or expand production, and for covering the cost of
essential pre—~investment technical atudies. Under no circumstances are loans made
for working capital.

The Corporacién Financiera Popular was set up recently for the purpose of pro-

viding loans for the acquisition of fixed assets and for working capital for under-
takings already in existence or about to be established. It is also authorised %o
grant "productivity” loans designed to cover the costs of relevant studies. It also
ocontributes so-called risk capital to existing or nascent firme, but is required to
oonclude a-sale or reversion agreement which will oome into effect in favour of the
promoters of the undertaking once the latter has started to operste.

Industrial Development Institute (IFI) The types of oredit handled by the

Institute, apart from its other development functions, ares

(a) Loans, guarantees and capital mmtributions to industrial undertakings
for the purpose of establishing, extemding or merging such undertakingei

(b) Credits for productivity studies;

(c) Other oredit or promotion functions for which a State soomcmio develop-
ment institution is fitted. - ’ -

The Agricultural, Industrial and Mining Credit Jupd The Pend begen ite

"Guided Industrial Credit” programme in order to assist medius and smell-ecale

industry. Its aims are as follows:




(a) It lends momey for workiag rapital to vec..a and enall-scale under-
takings, which usually hawe fifficulty ia finding thie type of
financingy

(v) 1IN ertemis credits for tized aseets which are difficult to obtain
owing ‘o the sum inmvolved or the terms of repayment.

MEXICO

Nedius ¢ \-fcale LI
ises the Pund to engage in the following activities:

(a) It may guarantee the credits to be paid by deposit banks and
finance companies to medin and small-ecals industrialists.
mmnrarmumzmmmu-m—d
200,000 peeos §

(v) It may guarentes and acquire bonds iseusd by medium and emall-
scele industrialists, with an upper limit ia cach cape of oms
sillion pescs}y

(e) It may also purchase bonds iseued Wy financial institutiens)

(4) It is suthorised to discount oredits for re-equipnent and workiag
cepital gramted by banks and fimamce companies t¢ medi-a and
ssall-ecale industrialists)

(e) It has the suthority to discoust credits with sorigage or fiduoiary
guarentess extended by fimance ocompanies to medium and snall~-ecale
industrialists.

The firet of the operations semtionsd above, i.e., the guarestess which the Puad
may give 10 credit institutions, affords soms help to mediue and small-anhle Ladue-
trialists seeking credit, especially those living in the provinoces.

n-.-u"nwmmi {institutions may grant medium end emll-ecad®
industrisBiste credits having the following advantages:




(a) The cre ‘& may be gramted from the Pund's cwn resources;

(b) Up tnr 50 per cent of eack credit may be guaranteed by the
Pund, subject to a maximum guaramtee ~f 200, pegos.

The secord type :f activity -~ tne acjiisition of bonds issued by ned.um and

saall-scale industrialists -~ represents an i1mportant type of assistance, decause it
msans that industrialists have & certain buyer for their bdonds, ec that »ed: .- or
small-scale industrialists need not worry about whether cr not there will Le a markst
for the bonds they i1ssue, as the Pund can purchase 4p to sne millicn pesos wo~th of
such bonds.

The third type of operation - that is, the Pund's possibility of purchasing
bonds - may be used by finance companies to swell the loans and credits availabdle
for medium and small-scale industrialists.

U of C 1

The fourth type of operstion mentioned above which the Pund may undertake com-

sists of the discounting of workir pit : ot _logne granted by deposit
banks and finance companies to medium and small-scals industrialists.

Yorking oapital loans have been specially established by Mexican banking legin-
lation for the specific purpose of enadbling industrialists to obtain the rew materials

and suppliss required uver a specific period. With the aid of theee loans, indus—
trialists can stock their warehouses for one, two or three moaths and obtaiyn funds
to pay the wages of their workmen, with t': advantage of repeyment of these loans
over a term of between ons and three years ~ a oconcession which enadles thea greodu-
ally to build up their own working capital,

S

Their specific purpose and their repayment period mske thess loens particularly
valuable for the development of undsrtakings.

Bnuipment loans may be requested by industrialists for ome or more of the fol-
lowing purpcees:

(a) The aoquisition and installation of machinery and esquipment §
(b) Te aoquisition, construction or extension of necessary bui ldings §

(c) As a general rule, equipment loans are used to obtain goods which
will increase production or improve the efficiency of undertakiags.




Part of these credits say be used to pay off liabilities, provided that theee

are not sore thar one year old.

Industrialists may use squipment loans tc extend or improve plant, working pro-
~esses amd producti~n capacity. They say increage their volume of production, reduce
soets and increase profit msargins, add 1o their range of production by manufacturing
rew articles, aasd improve the presentation, Juality and finish of the goods they samr
facture.

By virtue of their objectives and their repayment period, which varies in preo—
tice between three and six ysars, these credits are especially suitable for aiding
the developwent of industrial undertakings.

The Pund was recently suthorised by the Ministry of Finaace and Public Credit
to disocount g wit 0 i gramed by finance companies
to medium and small-scale industrialists.

Theee credits are primarily designed to comsolidate the liabilities of medium
or ssall-scale industrial undcrtakings, although they may also de used in part to
extend or improve sachimery, equipment, buildings and iustallations.

The Yeaereelan Develogment Corporation (CVP) is mot exolusively comcermed with

snall-scals indasiry althdugh it has mwet some of the noeds of smal)l and sedium-ecale
undertakings.
It may provide the following types of assistanve:
(s) long-ters credit for expenditure on fized assets in the promotion
of mow undsrtakings and the extemsion of existing onmes. As o

gomeral rule, credits are wsed for the aoquisition of mechinery and
equipment, plots and buildings, vehicles, workiag capital amd

repaynent of morigeges;
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(b) There is another type of working capital loan called the current
account credit éystem. The borrowers are well-established firms
having large markets for their products, but lacking liquid assets
at some particular time;

(¢) Another form of credit is leasing with option to purchase. This
is an arrangement used for financing the fitting-out of medium
and small-scale industrial plants: under it, long-term loans
are made for the purchase of fixed assets. The arrangement is
that the CVF (by means of a long~term lease with option to purchase)
offers an entrepreneur the industrial plant he needs, the CVF
aoquiring the land, constructing the buildings, and buying the
machinery and equipment, which the entrepreneur contributes the
working capital;

(4) The CVP underwrites shares only when it is necessary to ensure the
sucoessful sstablishment of an undertaking whioch is a partiocularly
deserving case because of its importance to the economy. The CVF
later sells the shares it thus buys, only keeping theam if there
are no buyers.

(s) The CVP also extends financial assistance to exporting firms.

Under its statutes, the Commission makes loans to medium and small industriaslists

and handicraft workers for the purchase of machinery and equipment, for working capi-
tal, and t0 pay for raw materials and other items.




- 43 -

2. SIZE OF LOANS, REPAYMENT PERIODS, RATES OF INTEREST
AND OTHER CHARGES AND GUARANTEES

ces e gooEnmpNa oot - e e

The lcans granted by the Industrial Bank of the Argentine Republic amount to the
following percentages of the value of the total capital investment, as estimated by
the Bank; up to a loan maximum of US%15,000 per undertaking:

(a) For new fixed assets, if of domestic origin, 70 per cent, and if imported,

50 per ocent.

(b) For used fixed assets acquired in Argentina: 50 per cent.

These perOentages may be increased by one-tenth when the loans are made in

"development" areas.

The interest rate borne by this type of credit is 15 per cent per annum, but in
the case of loans for undertakings in development zones, this rate is reduced to

12 per cent per annum.

The repayment periods are not fixed but are calculated separately for each
financing projeot, acoording to the firm's ability to pay and the nature of its
activities. The repayment term of loans to undertakings whioh have just begun to
operute is arranged so that the necessary capital can be accumlated and repayment
made witbout affecting the planned production levels.

There ars no fixed repayment periods, but the regulations of the Bank lay down
a meximum period of five years when the loans are for fixed assets and up to three
years when they are for working capital.

Once loans have been granted, they cannot be extended, nor say an undertaking
have s serivs of loans over a period of time. o
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BILAZIL

Programme for Financing Small and Medium~Scale cnterpriges (FIPEME)., The eize
! of the lloan is as follows:

(a) In the case of direct financiel trsnsactions between the National Bank for
Economic Development or FIPRME and an industrial enterprise, the credit institutions
supply only a maximum of 60 per cent of the sum required for the pro ject, The
borrower must contribute 20 per cent and the remaining 20 per cent may be met by

the suppliers of equipment, credit institutions independent of the Programme, and/or
the borrower himself when he is able to do so.

Y (b) When the financing arrangements are made through intermediary iratituticns, the
following rules are observed: H

1. FIP2M™ contributes 50 per cent of the total inveeimente in the projeot;

2. The borrower must contribute 20 per cent from his own resources:

3« The remaining 30 per cent is supplied by the intermediary institutions, !
provided that the suppliers of equipment or the borrowers are unable to
do so,

The Bank's share in any project of any one enterprise shall not exceed the
equivalent of US$2 million save in exceptional cases.

-

In respect of guarantees, the Bank's shall be limited to US$500,000 per enterprise.

-

In view of the cost of money and the need to ensure a rapid turnover of loans,
FIPEXE had fixed the maximum period over whioh oredits may be repaid at four years,
starting from the signing of tuns contract. This period, in exceptional cases, may
be extended to a maximum of six years. These terms incorporate a period of grace
which is fixed separately to suit the individual conditions and features of each
loan, Repayment of the principal is at six-monthly intervals after the period of
grace.




Rate of interest

(a) Rate of interest.
when the loan is made in national currency and 8 per cent if it is in

Other ¢

(b)

(c)

(d)

(o) Monetary adjustment:

(f) Qther sspegts:
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d other ¢ o8

FIPRE charges 12 per cent annually on unpaid balances

foreign currencys

(-1-]

Opening commission:
total amount of the loan before the borrower begine to use the money.

The institution makes a charge of 1 per cent of the

4 charge of 1 per cent per year is made as contract commission on that
part of the loan not utilized by the undertaking. This charge is collected

thirty days after the loan contract has been signed.

Supervision charge: FIPEME makes a charge of 0.25 per cent to meet the
cost of supervising the project which is being carried out with the loan.
This charge is collected on the unpaid balances every six months, simul-
taneously with the interest charges.

To countevact the effects of inflation over the
duration of the financing ccatraot, FIFEME collects an annual charge of
14 per cent from the borrowers by way of monetary ad justment, This rate
is based on the three-monthly coefficients fixed by the Natienal Boonomio
Council. When the loan is in foreign owrrendy, FIPBIE places the entire
exchange rate fluctuation risk on the borrower.

Where the oredit is handled hy finamcial intermedisries,
the annual rate of interest charged Wy FIPDE is 6 per cemt, plus the
opening commission already sentioned and a 0.75 per ceat snnual "commitamt®
charge on the unused portion of the lcan. The sesme monetary ad justaent
charge is made Yy the interwediaries as when the loan is made directly.

GUARANTEES

In order to shield the National Boonomic Development Meak fros risk, .o7rowes

snterprises must de able to give one

ormofthofeummv’ucfw

under the rules established by FIFEKE:
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1. Mortgage on the industrial complex, .

2. Mortgage on buildings belonging to the borrower or third parties;

3. Industrial chattel mortgage on machinery, equipment and other industrial
installations;

4. Fiduciary assignment, under guarantee, of real property;

5. Surety granted by the directors, partners or thi-d parties and individuals
or corporate bodies;

6. Pledge on the property of shareholders, other companies or third parties;

7. The issue of mortgage debentures in favour of the National Economic Development
bank,

t of icuitural and Industrial Credit of the Bank of Brazil (CREAI)

Sige of loan: Initially, CRZAI's share of a loan was limited tc 60 per cent of
the total, with a maximum of 300 million cruzeiros for each loan. However, as the
Department 's assets have grown, the percentage and upper limit have become more
flexible and are adjusted in conformity with individual requirements,

W: Tre term of repayment of a loan is normally 4 years, includ-
ing the period of gracs. In exceptional cases, the maximum term may be 1C years.
Rate of Interest: The annual rate is 12 per cent on unpaid balances plus

2.5 per oent per annum to cover the cost of supervising the project. Both charges
are collected every six months. The monetary adjustment rate is 14 per oent.

Qmmg The suarantees are chattel wrigages or real estate mortgages.
Whenever possible, howsver, mortgage guarantees are dispensed with, 80 as to leave
the borrower unencusbered.

CHILE

Ischaical Co-operation Jervice (SCT): As already explaimed, the SCT operstes

&8 an auxiliary body of CORFO, investigating, supervising and assisting those under-
Sakings whioch apply for credit. It operates on the following terms:
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(a) Logps for craft industries: The loans are not adjustablee

Size of loan: The loan may represent up to 90 per cemt of the value of the

project,
Term of Repgym entt The loans are granted for a period of five years and

are for purchasing fixed assets. There are also loans with a minimm term
of two years for working capitale.

Rate of Interests The interest charged varies between 70 per cent and

100 per cent of ourrent bank interest chargos. During the first and

second yesrs 70 per cent of the current bank interest rate is pa.id, in the
third year 80 per cent, in the fourth year 90 per oent and- in the fifth: year
100 per cent.

(b) Loans to small-ucale industry are granted on terms similar to those for
craft industries, provided that the term of repayment does not exceed
five years. If the term is longer, they are couverted into adjustable loans
and the annual rate is 6 per cent. Adjustment is made in accordanoe with
the wholesale price index of domestic industrisl productsa.

T of t: The term for working capital is one year and for fixed
assets eight years. . .

~ -

tion opment C tion (CORFO)

-

Bigze of logns arm of avment an srest Rates; CORFO's loans are for a
saxioum of 60 annual living wages (03350 000), a* an annual interest rate of
5-7.5 per cent. The maximum term is eight years. In addition, the loans ure
adjustable in accordance with the wholesale price index of domestio indu’trial
products.

Smaller lom of 10 annual living wages (USS$T, 200) are not adijustable. They
bear an annual mtuoﬁ rate of 14 per cent aad have & maxisum repeyment period of
3 years.

Prometion credits The SCT and other institutions suthorised bty the Central Bank
issus promotion certificates 40 enable the occmmercial banks 40 grant loans to ssall
industrial undertakings.
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The promotion certificate is a technical and economic report on the undertaking,
with special emphasis on its liquid resources.

3 On the basis of these certificates, loans to meet small agricultural, industrial,
? and commercial undertakings!? working capital requirements are granted by the commercial
i banks and refinanced by the Central Bank.

Maximum Credit: 70 annual living wages (Us$50,000).

1 Maximum Term: 12 months.

i Interest: 28 per cent per year, including tax and commission.

i

M' These are loans handled and granted by the banks to handioraft

A workshops and production co—operatives, with refinancing by the Central Bank. They

are granted on the basis of a report by the SCT.

P The maximum amount is 20 annual living weges (Us$1,400) at an untared bank
15 interest rate of 19 per cent and for a term of up to 2.5 years.

COLOMBIA

-}ﬁ,- of the Republics Private Ianvestment Fund.

0 Aount of Logns: The losus advanced are supplementary and the total may in no
i case amount to the whole cost of the project. Initially the m;ximn limit was
3y000,000 Colombian pesos for any oné ‘§¥6;co%, bit 'in exceptional cases this limit
§ may be exceeded.

i Terp of logns: These must be adjusted to the estimate of the time required for
Tecovery of the value of the investment, within the following limits: up to five
years for farm loeus and up to ten years for industrial loans. Longer periods may
be allowed if the FIP considers them necessary, subject to the approval of the

Bank of the Republic.

Interest Ratcs! (a) Bauk _f the iopuilic: 4 per cent whatever the
term of the luan; '
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(b) Industr:.al loan intermediaries

1. wp to 8 per cent on loans for a term of 3 years
2. up to 9 per cent on loans for 2z term of 3 to 5 years

3. up to 10 per cent on loans for terms over 5 years.

Intermediaries are not permitted to apply any other percentage, charé;e-&f

commission.

Guargntees: Recxplents prcv1de the intermediary with the usual guaran‘becs and
such special guarantees as may be required by the Bank of the Republic. The inter-
mediary guarantees to the Bank, with his signature, the payment of the loan and
compliance with the conditlona required of them by the FIP.

Popular Finance Corporation (Corporacién Financiera Popular)
(We understand that this Corporuhon is about to begin operations).

Apount_of Logs. Accordmg to the operating rules of the Corporation, the
maximum amount of loan that may be advanced is 2,C00,000 Colombian pesos.

In each case, the Corporation fixes a maximum amount, taking into cons1du'a.tion
the needs of the undertaking and the security that it can offer.

Interest: Interest varies between 10 and 12 per cent a year, payable at the
same time as the half-yearly repayments of ca.plta,l. The fixed rate is determined
for each case, according to the economic capacity of the a.pplicant and also in con~
gideration of the term fixed for repayment of the loan.

Term of logns: Up to ten years, according to the applicant's capacity; &
period of grace for repayment may be allowed.

\tees: To ensure compha.nce vn.th the obhga.tmns undertaken by the
recipients, the Corporation requires ucunty in the form of a propexrty or chattel
mortgage or personal guarantee.

A property mortgage must cover the loan in the proportion ‘of 2311; ths wvalue of
a chattel morigage for loans for a term of less than three years must be at least
twice the amount of the loan, which for a longer term may be up to 40 per cent of the
value of the chsttel mortgage.
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INDUSTRIAL DEVELOPMENT INSTITUTE (Instituto de Fomento Industrial)

Terg of loans: The (IFI) allows a term of five Years for the purchase of
imported fixed assets and two years when the loan is to be used for the purchase
of raw materials,

Ipterests The loans are provided in pesos at the rate of exchange prevailing
on the day when the credit is used,

Guarantees? Effective sscurity is required: a property or chattel morigage,
mortgage of shares, bonds, etc., A morigage on property should be up to 50 per cent
of the commercial valuation made by the Institute and a chattel mortgage should be

one third of the value of the equipment, and in estimating the vslue of a mortgage on
stocks or shares consideration is given to market fluctuations.

These guarantees may be offered concurrently, so that taken together they add
up to the full value of the loan, which mast be 100 per cent covered,

AGRICULTURAL INDUSTRIAL AND ¥INING CFEDIT FUND (Caja de Crédito Agrario, industrial y
Minero)

Amountg® The maximum amount of credit for any individual or body corporate is
as follows:

(a) For the purchase of capital goods and/or production equipment on a short or
nediun--term basis, up to 100,000 Colombian pesos, according to the nature

of the investment;

(b) An additional short-term loan, fcr the purchase of raw materials, up to
50,000 Colombian pesos}

(¢) Reinvestment of profits in the enterprise entitles the borrower, after one
year, to apply for a further amount, in the proportion of 2 pesos for each
peso invested., up to an amount of 50,000 Colombian pesos.

Zermof Joans and interest:
(1) Up to one year if the loan is for working capital or raw materials;

(2) Up to two years if the loan is for the purchase of spare parts and repairs
to machinery;

(3) Up to five years if for the purchase of machinery;
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(4) Up to six years if for the purchase of land and construction of rlanty
The interest required by the Credit rund is:

(a) Short-term, 9 per cent a year;

(b) Medium-term, 11 per cent a year;

(¢) Plus one per cent in each case to cover technical assistance,

Guarantees ¢ These may be personal guarantees or real or chattel mortgages,

according to the term of the loan and the nature of the investment,
Loans can be made up to the following percentages of the assessed value of the
tangible security offered: '
(a) Property mortgage: 60 per cent;

(b) Chattel mortgage on new machinery, domestic or imported, whether or not ths
machinery suppliers are affiliated 1o the loan system of the Fund:
75 per cent;

(¢) New movable machinery, raw material and finished goods: 50 per cent;
(d) Industrial debentures, pledges and quoted industrial or comercul conpamr
shares: 50 per centj

(e) Second-hand machinery, according to condition: up to 50 per cent,

MEXICO

elopgent Pupd fo d Nediup-Scale Induptry (FOGAIN)

Amount of lognss Loans for working capital may be up to 1,250,000 Mexican pesos
(100,000 US dollars) and for the requisition of fixed assets up to 2,500,000 pescs
(200,000 U8, dollars), When both types of advance are allowed to the same indus—
trialist, the total must not axceed 3,375,000 pesos (270,000 U.S. dollars).

ARG, LI o T e
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Loans provided against a mortgage or fiduciary guarantee, or the sum of one such
loan, plus credit for the acquisition of fixed assets, granted to any one
undertaking, must not exceed 2,500,000 Mexican pesos (200,000 U,S, dollars). The
und may, in addit.on to these crediis, di.count working capital loans to the same
enterprise, up to 875,000 pesos (70,000 U.S. dollars.

In exceptional cases, for enterprises engaged in work of economic importance,
the Technical Committee managing the Fund may authorize the discount of loans
exceeding the above figures, but ‘he sum total of working capital loans, fixed asset

loans and mortgage investment for any single enterprise must rot exceed 5,000,000 pesos
(400,000 U.S, dollars).

The above-mentioned amounts are the maximum that can be advanced by the Fund to
any single enterprise; however, the minimum amount of credit that an industrialist
may apply for has not been specified.

Nor has the Fund set any limit to ‘the number or volume of operations that each
intermediary agency may propose to it,

Term of loanst The maximum term for loans for the purchase of fixed assets is
ten years; that for working capital loans is three years when they are submitted
through a finance agency and two years when they are granted through a depnsit bank,

Loans provided against a mortgage or fiduciary guarantee are for a maximum term
of ten years., In these cases, and in the case of loans, for the purchase of fixed

argets the firsi amortization pPayment may be deferred for one year.

Intorest rates: The rate of interest paid by the industrialist is 10 per cent a
year on the outstanding balance. Of this 10 per cent, 4 per cent is for the private
bank acting as intermediary and 6 per cent for the Fund, Only in exceptional ca'sis.
is the Fund authorized to charge a higher rate than 10 per oent in the case of under-
takings capable of a high degree of productivity, The difference between the

10 per oent and the higher rate applied is payable solely to FOGAIN,

The interest rate is not affected either by the type of credit or by the term of
repayment., All the loans carry an interest rate of 10 per oent, or a higher rate in
the case of high~productivity enterprises, which mgy in no case exceed 12 per cent
& year on outstanding balances.
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Cuarantees:

(a) Under the banking laws, working capital loans must be guaranteed by the
raw materials and supplies purchased and by the oommodities, productc or
artefacts obtained with the heip of the loan, even 1if future or pending

(b) Loans for the acquisition of fixed assets must be guaranteed by the real
property, constructions, buildings, machinery, instruments, furnishinge
and fixtures and by the commodities or products, future, pending or

already acquired by the enterprise promoted by means of the loan.

The law requires that property offered as security must be at least 25 per cent

greater in value ihan the amount of the loan.

VENEZUELA
Veneguelan Development Corporstion (Corporacién Venezolana de Fomento - CVF)

Long-term credit advanced by this institution carries 6 per cent annual interest

and is granted for terms<of eight to ten years, including one year of grace.,

P) t hi tion

o

(a) For the purchase of lands and buildings tho 1ealing term is ten Lyurl. at
a monthly rental of 1 per cent of the value of the property, from which the corpora~
tion deducts the 6 per cent annual interest, plus 1.5 per cent to cover taxes and
expenses of administration, collection, eic. The balance is credited to tke under-
taking exerciung the purchase option as amortization of the price of the propertiy}

S v

(b) For the purchase of machinery and plant the term is five yiari and the
monthly rental is 12,327 for each thousand bolivars of the total cost of the goods.
The corporation deducts the 6 per cent annual interest on the investment and crediis
the balance to the undertaking exercising the budget option as amortization of the
price of the equipmentj

(¢) Financial essistance for export: this type of credit is ganted to finance
the purchase of raw materials from abroad for export. Advances are for eight months
and the annual interest is 6 per cent, .
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Yational .'inance Commission

A.

)

B,

This institution handles tw: types of finaice:

For handicrafts and small-scale indur try: a fund formed by contributions from

the Linistry of Development, the Venezuelan Development Corporation and local
authorities, deposited with the Industrial Pank of Verszuela.

(1) The maximum amount of advance is 25,000 bolivars carrying annual interest

at 6 per cent on the outstanding balance. Tor the examination and
evaluation of each application for an advance, a commission of 0.5 per cent
is charged on the total amount of the advance, deducted from its first
instalment, and acded to the interest on the fund's general reserve.

(2) The term is up to five years, within which a number of months of grace may
be allowed; the accurulated irterest for the months of grace is distributed
equally over the instalments stipulated in the contract.

(3) Quarantees. The repayment of an advance is guaranteed to the National
Commisgion by the executive of the regional 'au'{:ho‘rity.- For this purpose
the executive requires from the applicant such security as it considers
adequate, which may be a recognizance, pledge or mortgage.

Loans for medium-scale industiry are provided from a fund set up by the National

Executive through the Ministry of Development and granted :bhrough a private bank,
which by agreement with the National Commission must participate 50 per cent in

eaca loan granted wiihin the metropol:tan area, and 75 per cent elsewhere in the
Republic.

(1) The maximum amount which may be advanced to such undertakings is 250,000
bolivars, with interest at 7.5 per cent on the outstanding balance. Where

the loan is guaranteed the National Commission charges one per cent of the
amount of the security.

The Commiseion also charges a private bank operating within the nedium-scale

industry programme a commission of 0.5 per cent of the total amount of the
loan for the oredit survey.
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(2) The maximum term is for two years; only the Indusiria’ Bank of Venezuela

can make advances up to five years.

(3) Guarantees: For advances negotiated through a private bank, the applicant
must offer a mortgage OT other security satinfactory to the bank transmitiing
the application.

Advances subject to wtee or security. The Commission guarantees oY under-
writes advances for working capital, plant and equipment for nedium—-ecale
industries.

Directi loans are granted directly by the Commission for medium-scale industry
only.

(1) The maximum amount of these loans is 250,000 bolivas carrying annual
interest at 7.5 per cent on the outstanding balance.

(2) The term is up to si: years if the loan is for the purchase of fixed

assets, up to thres years for working capital.

The loan is granted through the Industrial Bank of Venezuela, which also
collects repayments, as of loans to small-scale or handicraft undertakings.

trial build + This form of credit is for the construotion of
jndustrial buildings complete with all services for sale by instalments to
small-socale and nediun-scale industrialists.

(1) The gmount of these loans 18 the value of the land and buildings, at an
interest of 6 per cent per annum on the outstanding balanos.

(2) Texm: The loans are for ten years with amortization by ponthly instalments.
Y¥onths of grace may be allowed during the temm, but the interest must be

paid monthly during a period of grace.

[
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3. PRICRITIES OBSERVZD II TH: ALLOCATION OF CREDIT FACILITIES

oRGITTING

Industrial 3Bank of the arcentine Republic

The regulaticns of the 3ank de not authorize the financing of small and medium-
scale undertakings situated in laryc industrial centres and their surrounding

regions, tc avoid further concentration of manufacture; thus the Bank gives prefer-

ence to loans to small and nedium—scalc undertakings in the provinces.

BRLZIL

Finauce Programme for Small and Medium-Scale Undertakings (FIPEME)

The FIPEME does not srant loans indiscriminately but according to certain

criteria such as the importance of the undertaking, its contribution to the

domostic product, and a better supply of consumer oods.

Owinc to the limitation of its resources, FIPEME has also been compelled to |

restriot the scc s of its financial support. Until November 1966 it covered only

thirteen sectors, which included sume aotivitics of littlo or mo importance or

vague description.

;g‘
i

i
i
i

The preferrcl sectors are machinery, toxtiles, foodstuffs, metallurgy, timber,
chemiocals, plastics, leather and hides, printing, electrical equipment, minerals,

paper and vegetable fibres.

R T,

igricultural and Industrial Credit Portfolio of the Bank of Bragil (CREAI)

In the Credit Portfolio's prosramme preference is given to industries pro-
duoing consumer goods, including foodstuffs, clothing and housing.
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CHILE

Production Development Cornoration (CORFO)

Under the rules of CORFO the followine industries have ariority for advances:
foodstuffe, timber, oo sk=bindingz, hides and leather products, chemicals, non-
ferrous metals, metal articles, machinery and parts, instruments, workshops and
building contractors. Thesc ;roups receive hicher preference when situated outside
Santiago, and others nay be added such as: toxtiles, clething, furniture and

fittings, building materials, alectrical workshopse and vehicle repair.

Preforence for loans is alsc given tc industrics producing for export .r for

- aport substitution.

COLOMBL.

The People's Fi g Co tio

Priority for leans sreated lig-she Lorpopation. is Zovernad Ry :ruies Gede by . .
the country's planning authoritics, with regard to such factors as import
substitution, export opportunities, enployment growth and the social and economic

betterment of certain regions.

Lpdystrial Development Institute (IF1)
socorcing to its rules and its board's poliay, this Institute places invest-
ments or gives loans in preference to industries fulfilling ome or more of the

following requireaents:
t (a) inorease of exporis or import substitution

(b) development of basic resources
(o) oreation of new job opportunitios

(4) extenmsion of mining. ,




agricultural, Industrial and Mirin: Credit Fund  "Planned Rural Industrialization

Frosramme, 1967"

+t the moment the Industrinl Crodit ™und's presramme has covered the first
stage of staff trainin- for the scrvice T technical assistance tc small and medium—
scale industry. The industrial adviscrs have been trained in the thecretical

analysis of undertakin-s and in s;ecific industrial psrcilens.

Tney spend a lar e port of their time in technical ~nd econcmic surveys of
markets, oosts, materinls, qunlity of production, etc., and establish relationships
with nanazers of industrial undertakin-s to determine the particular requirecments cf

each.

In conformity with the objcctives i the Fund, technical assistance should be

concentrated cn the sectors of industry most in need, such as rural industry.

MEXICC

This fund is concerned solely with undortekings in manufacturing or processing
industries; however, for the benefit of the incipioent industrial development in
the provinces it has included some service undertakings such us\ engineering work-
shops, laundries and dry-cleanins establishments, :;as supply and broadcasting, |
subject to the limitation that the last t© may only obtain from the Fund equipment

loans for the acquisition of fixed assets.

The Fund's operational rules ;ive priority to small-scale undertakings in the
provinces, which only need a minimum capital of 25,000 pesos to quality for loans
from the Fund. On the other hand, small-scale undertakings in highly-concentrated
industrial areas, such as the Federal District and Monterrey, Nuevo Leon, must have
a capital of at least 50,000. The origin of this priority is the government
policy for the decentralization of industry, together with the nced to create or
preserve job oppcrtunities in rezions where the principal activity has so far been
agriculture.
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The Fund gives prcference to applications for advances from undertakings

est-blished in the provinces.

It also deals in pricrity with applications submitted by small-scale under-
takings vherever situated. I* decides on these within a waek, as such loans arc

more urcent and smaller, mostly of about 200,000 pesos (16,000 U.S. dollars).

The Technical Committee in charge of the Fund has statcd that its oredit policy
is to prefer undertakings that are economically weak, amtablished in the provincos,
100 por cent national, and important tc their local or regional econowy.

VENEZUBL.

Venozuelan Development Corporation

The Curporation lends chiefly to undertakingd oconnected in some way with
Government programmes, wsing raw materials of national origin; employing unskilled
manpower, or contributing to decontralisation or resional intecration.

National o Compission

In accordance with the aim of greater decentralization of industry, the
Comnission must prefer the provinoos and distribute funds among all the Pedersl
States in conformity with the pricrities it has determined for the purpo®e, after
oconsidering their industrial development needs and economic and social pattern.




AR,

- 60 -

4. TECHNICLL LDVICE FRCVIDED BY FINANCE INSTITUTIONS

SRGEF "IN

The Bank advises entreprencurs lackirn; industrial experience, or formulating
new projects.

It alsc periodically orsanizes industrial promotion campaigns in areas chosen

as deprived.

ZIL

Nationgl Economic Development Bank (FIPEE)

The inadequate training of entrepreneurs shown by their projeots calls for
considerable technical assistance in redrafting undertakings' administrative data
and accounts.

Before any projoct is zpproved, a study is made by a working group composed
of an economist, an engineer, a lawyer and an acccuntant, who spend some time with
the applicant entreproneur and ris probleas. If the loan is qra.nted, they remain
with him for a time to guide and supervise his use of it.

The principal problems of the undertakin; arc diagnosed and discussod with
the entrepreneur to find their bost solut.on.

Technical Co-operation Service

.

This servioe is a technical assistance branch of CORFO. It follows a pro-
gramme of investigation and projects under two aspects, general and specifio.
The latter includes feasibility studies and the organisation of associations or
co-operrtives for small undertakings.
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There are in Mexico specialized technical assistance bodies, such as the
National Productivity Centre and the mumerous industrial consultanis' offices

in the different regions.

The National Productivity Centre studies projects for expansion or for the
establishment of new undertakings, investigates existing undertakings, prepares
groups of consultant instructors, and is carrying out a national programme of

staff training at various levels.

The Fund requests the Natioaal Productivity Centre to help in the study of
some undertaxings applying for loans. It requires some other appliocants to refer
beforehand to industrial consultants to investigate the orgamze.tlon, production and

marketing sides of thair undertakings.

The Fund cseists and co-operates permanently with agent firme in the scrutiny
of applications for advances. It has a programme of advice to industrialists
concerning credit, and provides information on the various forme and sources of
finance and on the requirements, procedures, etc., required in each case; at
recular intervals it arranges meetings and lectures on its operations and
advantages, especially in re;ard tc investment programming, interest rates, and
medium or long-ter= periods of repayment,

VENEZUELA

Venezuela Development Corporation (CVF)

In the light of its experience this Corporation has recently aoccapted ile
need to develop from 4 déire financial agent-into an ac¥ive-fores for the oountry's
industrial development, accompanyirz its loans with technical assistance and
industrial promotion.

National Finance Commission

One of the aims of the National Commission's finance programme is to provide
enough technical assistance to raise the productivity indices of the countiry's
oediun and spall-scale industry,
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5.  LOAN PROCEDURE

F e e A anl] Bm{b. e e et . . A g |+ 4 e 3 & e S i 13 4y B o R i o gmes

Finanoing Programme for Small and Medium-Scale Undertakings (FIPEME)

An applioation for a losn under the Financing Programme (FIPEME) is processed
in the following way.

The underteking submits its project or basic questionnaire, whioh is first
examined by a specinl adviser. If the application complies with the requirements
of the questionnaire, the projeot is handsd over to the Project Department. The
Co-ordinator-General for Applications, assisted by a woriiing group consisting of
an engineer, a lawyer, an accountant and an econonmist, makes o preliminayy analysis
%0 oheok the information and supplement it if necessary.

After its examination the group draws up a report, in whioh it takes note of
the information supplied by the special department of the National Bank for Economio
Development (BNDE). It subnmits its recomendation to the Executive Uroup, which,
after hearing the report and comments of the Co-ordinator-General of Applioations,
reports on the oase ‘a.t a plenary meeting.

The Executive Group's report is submitted for consideration to the management
and the governing body of the BNDE, which makes the final decision on the
application for finance.

If the finanoing is approved, the papers are sent to the legal department for
contracts tc be drafted.

The average time for processing an application for a loan is five weeks,
inocluding the time necessary for drafting contracts.
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Production Development Corporation? Technical Co-operation Service (sct)

Procedure: When a small-scalec or handicraft undertaking submits an application,
a technical adviser from the SCT visits it, studies its Lalance-sheet, forms an
opinion of the proprietor, sometimes visits his suppliers and/or-customersy-and
presents his report with a recommendation for review by the departmental board of
the SCT.

On that material an executive of CORFOQ approves or refuses the loan.

If he approves it, the contract is then drafted: as a public deed if there is

a mortgage, or as a private contract if the security is a chattel lien.

A private contract is acceptable for loans up to US$10,000.  When the
formalities have been completed, the file is reviewed so that the amount mdy be

handed over or paid out.

The amount of the loan is paid directly in cash to the supplier of the machinery
or plant, It is not paid to the proprietor, who receives the goods for which the

i loan was granted.

' Foreign currency loans for the purchase of nachinery and/or plant abroad are
arranged by the Central Bank of Chile, bscause of the need to follow the procedure

required for foreign trade.

B oo i o

In either case, once the loan has been granted the proprietor becomes a debtor
of CORFO.

;g

Cosh advances to undertakings situated in the provirces are arranged through
the regional offices of CORFO and the SCT, so that only advanoes in foreign currency
or exceeding a certain amount need approval in the capital.

R TI e
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COLOMBIA

People's Finance Corporation
This concern produces a forn explaining in detail the information that nust be

submitted by applicants so that their credit applioations may be oonsidered.

The application must be delivered to the offioes of the Corporation or to the

branch or agency of the People's Bank nearest to the -pplicant.

The Corporation ¢ompletes its investigations for the approval or refusal of the
application, or asks for further information. When an application is approved, the

recipient proceeds in agreement with the Corporation to arrange the security.

The Corporation and the borrower sign a document setting out all the oonditions
relating to the grart and payment of the advanoe, and the duties and rights of each
party. '

Agrioultural, Industrial and Mining Credit Bank

When an application is received, its contents ~ s reviewed and an adviser

visits the plant to make an investigation on the spot and obtain the statistioal and
economic information which will show the actual state of the undertaking.

With this material the adviser makes an analysis, reaches his oonolusions and
presents a recommendation to the manager or director of the office, who approves or

refuses the loan.

To oheck the investment and supervisc the development of the borrower's plan
and his financial eituation, and to safeguard the Bank's interests, the advisers
make periodiocal supervisory visits and set down their findings in a formal report,
copies of which ave sent to the office arranging the loan and to the Industrial
Credit Division.

Regional ohiefs and industrial advisers send i Division momthly returns of the:
applications received in each office, amounts approved, amcunts paid, and léans out—
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Industrial Development Institution

The applicant must present his application, with the required information and
documents, on the form supplied by the credit department of the Institution, to the
credit officer of the financial subdivision. When the file is complete, the
application is submitted to the credit committee, which decides whether it should
be accepted or not according to thn Institution's credit policy. An accepted
application is sent to the technical subdivision for a technical and economio
inquiry, the results of which are put before the Credit Cormittee. The applioation,
the evidence and the committee's report are submitted to the managing board for ite

decision.
The documents to be attached to the application are the following:
(1) Estimate and plans of the construction;

(2) Description of the machinery to be obtained either at home or abroad,
its features and cost, the names of sellers and the import licenoce;

(3) Sellers' tenders; - ” T

(4) Details of each investment in services;

(5) Quantity and price list of articles manufactured by the applicant;

(6) Balance sheets with annexes, and statements of receipts and expenditure
over the last three years, signed by the manager or proprietor and by
& public accountant;

(7) Porecast of balance sheets and receipts for the next three years.

MEXICO

Guarsntee and Development Fund for Medium and &MI;-_SQ._I_; m

The proprietor makes a study of his project, defining the need for finaroce
and irdicating the term, the form of payment, the security, etc.




When he has proved the soundness of his plans and the need for finance, he

presents his application to a private bank, deposit bank, finance corporation or
credit union (the Pund, to facilitate the submission of applications by proprietors,
has circulated beiween them and the priva.e bank a "guide sheet', with a model
questionnaire and the directione necessary for the submission of information and

documents).

The private bank receives the applicatiomr from the proprietor; examines it
and +lls for any additional information it considers necessary on his solvency,

integrity and experience, and proceeds to value the collateral.

It agrees with the applicant on the conditions of the advance, such as the
term of repayment, form of payment, security, etc., hefore submitting the
application for apprcval to ite credit board or committee.

With this evidence the private bank requests the financial support of the Fund |
sc that the applicant may benefit from the low rate of intereet and a medium or |
long-term repayment period.

PROCESSING OF APPLICATIONS TO THE FUND

Applications submitted by the private bank are entered with date and serial
number in a register, which can also be used to check the time spent in processing.

The management checks all applicatio: 3 and sends them in chronological order
to the credit department, which has a tuam of analysts, engineers in various
specialties, economists and accountants possessing ample experience in industry
and in credit analysis. They study each application with reference to t:a
following rules established by the techniocal committee that administers the Fund:

(a) Loans should be examined as if they were made directly by the Fund
to the epplicants; |

(b) Appliocations for credit must comply with the statutes and regulations
governing the Fund and with banking law;
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(¢) The study should be directed chiefly to the investmant programmes, to
inquire whether the loans appear sufficient and appropriate for the

expansion of the business;
(d) Loans must be Justified, properly secured and recoverable;

(e) There should be a wider apportiorment of the Fund's resources over a

larger number of undertakings;
(f) 1Its operations should cover all parts of the country.

The applicant's investment programne i8 examined and the likelihood of his
fulfilling it is estimated in view of his experience, the place of his business,
hie clientele, his plant, the number and grade of his workers, market opportunities,
etc. Special attention is paid to his accounts (balance sheet, profit and loss
account, production cogis account, etc.); and lastly an estimation of his capacity
to repay is made in order to settle the term of repayment.

In many cases, when it seems hecessary on account of the size, nature or
special features of the loan, a visit is made to the undertaking to verify the
information, examine the plant, obtain further data and investigate the details
of the applicant's project.

From the results of the study and the visit, the oredit department makes a
report to the managing body of the Fund, which suonits a summary of it to the

techniocal committee for consideration.

The technical committee meets every Monday and examines and accepts or rejects
each application. It often makes special or further conditions, such as -

(a) that the shareholders or entrepreneurs shall supply funds to complete
the project >roposed in the application;

(b) thct they shall capitalise the profits and/or keep these in the business.
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The Technical Comnittee consists of six persons with very full experience and

training for their special task. They represent the following official and private

bodies most concerned in the country's industrial development:

The Secretariat of Finance and Public Credat

The Secretariat of Industry and Commerce

The Bank of llexico, S5.A.

The National Finance Corporation (iiational Financiera), S.A.
The Confederation of Chambers of Industry

The National Chamber of the Processing Industry.

The Coruiittee's decision is notified tec the private concern submitting the
application so thet it nay draft the contract for the loan., All the particulars
of the loan must appear in this contract: the amount, rate of interest, investment

programme, tern and form of repayment, security, stc.

In virtue of this contract the amount of the loan is paid over to the private

concern acting as agent, which holds it for the applicant.

Credit institutions are obliged by law to supervise the proper investment or
use of lcans, and to submit to the Fund copies of their reports.

VENEZUELA

National Finance Commission

(a) Applicants submit their applications to the appropriate regional commission,
whioh examines these to evaluate the oapacity of the undertaking for which the loan
is to be made. For this purpose it ocomsiders the must important features of the
market, the applicant's administrative and technical ability, the production costs,
the availability of skilled manpower, and the sources of raw materials.

(b) After examining each application for credit, the regional commission submits &
report, accompanied by the original application and the supporting documents, for
oonsideraticn by the National Commission.

1
1
;
1
|
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(c) When the National Commission has considered the application, it notifies its
deocision to the regional ocomuission, which informs the applicant.

Where the regional commission refuses an application for a loan, the applicant
Ray appeal to the National Commission, which as the highest suthority makes the

final deoision.




- 71 -

C. OPERATIONAL RESULTS
THE MEXICAN CASE

Except from Mexico, 1t has not been possible to obtain recent figures of the

volude of finance advanced bty bodieas in Lotin Auerica specializirneg in the support of

soall and wediun-scale industry. Therefcre the only particulars given here relate
to the operations and results of the Guarantee and Development Pund for Nediua and

So~11-Scale Industry of Mexico.

The main itemeg in the report on the Fund's work for the financial year
1966/1967 are these:
Asects of the Fund

On 30 June 1967 the Pund's own resources smounted to 181,441,260.86 pescs,
pade up of ~

(a) Contributions from the Federsl Governoent 130,000,000,00 pesce
(b) Surplus froa jrevious years 48,107,928.86
(c) Surplus from the year 1366/1967 3,333,352.00

Total  168,441,280.86
S

The recaining resources of the Fund consist of three loans asde by the Inter-
ameriocan Development Bank totalling US$16 1illion, oquivalent to 200 million
Mexiocan pesos.

By 30 June 1967 the Fund had used 149,500,000 pesos of thess loans.
OPERATIONS

The PAund's operstions oonsist nainly in the disccunting of dills issued in
respect of working capital advances and loans for the purchase of equipaent

granted bty private firms to saall and mediun-scale industrialists.

B AL 2 2 2 -
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In Jeptemdver 1966 it begen to discount industrial nortgage advances (for debt
funding). Particulars of such advances therefore appear for the first tine in the
report for the financial year 1966/1067. +w ~ddition to the usual figures for
working capital ar ! equipment.

Numbor and amount of 1_ans authorized

During the financial year under consideration the discounting of 828 loans to
the amount of 194,439,839.69 -esos was authorized.

During the same period 161 loans anounting to 50,302,996.66 pesos were written
off,

The net figures for the period are therefore 667 loans amounting to
143,636,843.00 pesos, granted to 376 small and medium-scale undertakings.

The net total of loans authorized by the Fund since it started business in
1954, including the financial year 1966/67, is 7,565, anounting to
1,573,153,077.63 pesos.

These loans were lgrantod to 4,180 small and mediunm-scale undertakings, the
reason for the difference, 3,385, lotwesn the nusber of loans and of undertakings
being that some undertakings received more than one loan at various stages of their
axpansion.

The 4,180 undertakings financed from the resources of the Mund have, taken
together, great economic importance, as mav bo seen from the following ﬁg\mt:y

(a) They provide employment for 152,0¢3 workers;

(b) They have a total net worth of 5,047 million pesosy

(c) The market value of their production amounted to 8,713 mi'lion pesosy

(d) The Pund's loans represented 31.2 per cent of the undertakings®’ net worth
and 18.1 per cent of the annurl value of their production.

T 7,565 oredits, amounting to 1,573 million pescs, were provided Wy 150
different firms, from deposit banks to finance corporaticns.

1/ These totals are derived from the figures shown in the most recent belance
sheet pressnted by each undertaking applying for credit.




Ain or Purpose of the loans

Most of the 7,55 loans authorized were intended tc be used as working capital

by the applicant undertakings, the remaincder for extension and iaprovement of plants

and funding of debts, os way ve . :en frc ‘o following figures:

Type of credit No. of o awount A
loans (thcusands of pescs)
Working ospital _ __ 4,755 629 . _ B51,5% 4.3
Equipnent 2,800 37.0 711,09 45.2
Mortgages 10 0.1 44521 0.3
. Totals 7,565 100.0 1,573,153 100. 0

The folloui‘ngute the averace figures: 180,300 pesos for working-capital
loans; 254.000 pesqs for equipuent lcans; overall average 208,000 pesos.

Chem LS T

A limil;r situation is shown by the analysis of the 667 loans granted by the
Pund during the financial year 1966/67, the majority being intended for the purchase
of raw materials, payment of wages and general working capital expenses. The
relevant figures are these:

Typ:_of oredit No. of b Anount /0
loans (thousands of pesos)
Working capital 429 64.3 75,475 52.5
Bquipsent . 28 3.2 . 036 4.3
Kortgages 10 1.5 4,521 3.2
Totals 667 100.0 143,637 100,0

! R
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Remnt periods

One of the purposes of the Fund is to grant medium and long-term loans. To
indicate the extent to which it has fulfilled this purpose, the 7,565 loans
teuthorized hitherto have been classified by the repayment periods stipulated in
each case, with the following results:

Number of Amount of the loans

loans _R_ommnt perioda ‘thoum of ggloﬂ
440 Up to 12 nonths 63,968
4,016 "non2 646,579
14,860 : "om3 n . 377,821
649 LU ] 48 " 175’528
590 Noon 60 " : : 295’282
10 Over 60 13,975
7,565 1,573,153
L] L]

As the figures show, most of the loans (58.9 per cent) were granted for terms
up to two years. Their amount is 41.1 per cent of the total. Next in number
are loans for periods up to three years, with 24 per oent of the total.

Most of the periods for repayment of the 667 loans authorized during the
financial year 1966/67 were two years; but the loans granted for terms longer
than two years amounted to a 1a.rgdr sun, a8 the following table shows:

Number of Amount of the loans

loans A Periods of repayment (thousands of pesos) %
401 60.1 Up to 24 months 61,115 42.5
148 22,2 womy ow 30,782 21.4

39 . 5'8 IR " " 48 " . 6'w, 4-2

73 11.0 " " 60 n “.693 24’6

6 0.9 Over 60 9,040 6.3

667 100.0 143,637 100.0
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Anount of individual loans

The maximum amount of credit which the Fund nmay grant is 1,250,000 pesos of
working capital, 2,500,000 pesos for equ’paent, and 2,500,000 on an industrial
mor‘tgagé, with a cellihg of 3,375,000 pesus where more than one loan is granted

concurrently to the saue un&érfaking. Jt is interestin: to observe, however,

that the wajority of loans authorized are for amounts not exceeding 500,000 pesos,

Sélmﬂa'é be scen Yidd the follot .ng figures:

agount of loans Number of Total amount
- loans ) (millions of pesos) %
Not exceeding
200,000 pesos 5,256 69.5 447.3 | 28.4
Not exceeding
500,000 pesos 1,659 . 2L..9 1 573.8 , %.5
Over 500,000 pesos 650 8.6 552. 1 35.1
Totals 7,565 100.0 1,573.2 10,0
t TR R

The samo trend was maintained throughout'"the I’aat financial period, when the

majority of loans were for amounts not exceeding 500,000 pesos, as may be seen

below:
Amount of loans . Number of Total amount

T o loans t | (millions of pesos) %
Not exceeding : | ‘ | o
200,000 pesos 480 72.0 39.8 7.7
Not exceeding ‘ .
500,000 pesos 131 19.6 44.4 30.9
Over 500,000 pesos 56.. B4 - v Ivr¥994 . 414

Totsls 667 100.0 143.6 100.0

M
The number of loans for amounta’;'hp to "500,"00'6 pesos is 91.6 pe’f cent of the
totul. Neverthelees, although only 56 loans for amounts above ‘500,000 pesos w‘rro

mthoriud during the financial year 1966/67, the:.r aggregate va.lue vas 41.4 per
oant of the tctal amount lent.
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Industrial activity of the undortakings
Tho 7,565 loans for a total amount of 145722 million pesos were granted to 4,180
industriel undortakings of all classcs and branches in tho proccssing industries and
to somc sorvicc undertakings, as the following table shows:
ﬁ%& Branch of industry %g t :.nOt
— of posos)
514 Foodstuffs 843 . 190,487
17 Bovorages e 133 34,930
1 Tobacco 1 45
292 Toxtiles 576 183,063
658 f::::::r;oo g::lontl and other made~up 1,155 182,142
51 . Wood and bark e 97 18,317
179 . Furniture and fittings 308 48,288
90 7 Paper and papcr produots’ o 174 48,355
276 Printing, publishing and rolated industries 466 17,026
152 Loathor and hide produotion and manufactures 279 35,339
91 Rubber manufacturos 173 33,879
245 Chemicals 4B 119,455
287 Non-metallic mineral products 516 99,836
75 Basic motal incustries 148 40,845
, 389 Metal manufacturcs 790 162,099
210 Engineoring Yy 18,607
j 109 Electrical engineering apd manufacturos 221 55,854
i 119 - - .. -Transport equipment. . .. = _ 229 50,209
i 268 Misccllaneons industries 498 93,574
' 9 " Building and contracting underiakings . 10 2,996
10 'Gas distribution | 12 2,456
’ 12 Broadoasting 16 3%
60 Laundering, oloaning and dyeing | 92 . 12,040
| 4,1% 14565 1,573,153
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The industrics bonefiting most subetantially from those loans werc those meking
foodstuffs, toxtilos, metals, ©lothing and chemicals. "

In particular the Fund has assisted 2,594 small and medium-scale undortakings

producing consumer goodsy 62.1 per cont of the total. They received the following
loans:

Number of loans Amount

(millions of pesos)
dorking capital 2,923 581.7
Equipment s 1,625 409.1
Mortgoges | 5 3.0
Totalss L 4,553 930.8

.-

The Fund has assisted altogothor 1,586 undortakings manufacturing production
goods and intermediate products, 37.9 per oent of the total. These reccived the
following loans:

- Number of loans Amount

. e (millions of pesos)
Working ocapital . 1,832 338.8
Bquipment 1,175 02,0 . - -
Morigagoes Co . 5 - T 1.5

Totalas 3,012 642.3

The distribution of the Pund's adVances according to the geographical situation

i e v pav m

of the undertakings was as fq]l.lwn':._ e
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Number of underiakings:

Provincoes
Federal Distriot

Total:

Number of loans granted:

Provinces
Fedoral District

Totals

Amount of loanas:
(in millions of pesos)

Provinces |
Fedoeral Distriot

The Pund's portfolio was made up as follows by types of loan on 30 June of

Total:
Fortfolio
this year:
Working capital
Equipment
Nortgages
Total:
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Number

2,284
1,896

4' 1&

3,956
3,609

74565

781,205

791,948

1,573,153

" $ 95,952,000.38
' 154,907,368.25
"5i443,051.34

s 254'302’425097

-

Per_oent

45.4

100.0

52.3
.1

49.7

- %03

100,0

Repaymonts are oo0llected with abeolute regularity, as the fiyss meet their
obligaticns exactly on the day of maturity.

- etk pand




Size of undertakings

The Fund is empowered to doal with industirics having a book capital of up to
15 million posos. It is, howovcr, interesting to observe that most of the wnder-
takings receiving loans from tho und have a book capital not exceeding one million
pesos, as the following figurcs show:

7ith book capital not excceding 1 million
pesos

Jiith book capital over 1 million posos but
not exoeeding. 3,500,000 pesos

With book oapital over 3,500,000 poses but
not exooeding 15 million pesos

T I S ol

* Totals:

Period: April 1954 to

30 June 1967

2,536 60.1
1,318 ' 33.0
266 | 63
o

During the financial year 1966/61, 376 undortakings resorted to the Pund for
the firwt time. Their sise pa.ttem remained similar to tlut of the pnviom thirteen

years of the r\md'c work.
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