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Seminar on Financing of Small-scale Industry
in %sia and the Far last

Yew Delhi, India, 5 - 10 April 1971

ANYOTATED PROVISIONAL AGENDA
AND
PROPOSED 1SSUES For. Discussion ¥

The following list of issues for discussion has
been prepared by the Secretariat of UNIDO with a
view to facilitating the debates, Farticipants
are invited to send any amendments or additional
proposals in writing to the Secretariet as soon

28 possible, These will be issued and distributed
as addenda to this document.
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Item 1. Opening addresses

Ttem 2, Election of Chajmen, Vice-Chairman and Rapporteur
and adoption of the agenda

Item 3. Problems, policies, objectives, measures and ingtitutions in the field
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of financing of small-scale industry in the countries of the participants
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1/ This document has been reproduced without formel editing







1. Participants are invited to complement the informaton in their
country paper bty a short statement on the problems confronting the
financing of small-scale industry in their country, evaluating the

experience gained and outlining future developments.

2. In document ID/¥G.92/2 "Public and Semi-Public Financing of Small-
scale Industry in Asia”, page 5, it is stated that "in many Asian
countries, the Government plays a broad and sometimes =2 direct role in
financing". It is also stated at the same page that among various
encouragements and incentives tor the private small-scale industry sector,
"public and semi-public financing schemec and institutions are predominant
in Aeien countries." In some countries, commercial banke are nationalized.
While some private commercial banks engags in direct financing of small-
goale industries under special conditions their role, on the whole,
appears to be modest in comparison with that of the public financirl
institutions. 1Is this situation favourable for small-scale industries?

3. The same document contains (page 6) the comments that "there is no
common definition in the region of what comtitutes smallescale industiry’
and that "no definite demarcation is noted between medium-sized and small-,
scale enterpriscs, and loans are oftien made both to small and medium
onterprises.”

Inasmuch as special systemg of financing of smali-scale industry and
many other meagures of promotion would normally be reserved exclusively
40 small-scale industries as legally defined, participants are invited to
discuss the question whether present definitions of small-scale indusiry,
where they exist, are adequate or inadequate for the promotion of this
sector, from the standpoint of financing ard of otier measures of '
development. Participanis might also discuss the question whether a
distinction between small-scale end medium-sised enterprises is or is not
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4. In docament 1D/ G.65/< "Pinancing of Small-scale [ndusiry in the
Devuloping Countriest L Case Study of Latin America® it is stated that
in the six countries studied high priorities arc given to the financing
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of small industries located in decentralized arcas, and/or using national

raw materials and/or centributing to import substitution, export promotion,

or menufacture of producers goods and creating new sources of improvement.
Participants are invited to provide information on whether or not

such priorities exist ia their countries. They inay also state whether any

priority or restrictior based on industrial oranches or products is

applied in their countries. The need for such restrictions or priorities

and their effect on financing of small-scale industry might be discuseed.

5+ It is stated in document ID/WG.92/2, page 15, that “many special
ingtitutions in Asia have not so far used fully their available funds and
that few institutions have been in need of edditional funds to meet
increasing needs for loan", with the exception of India, Japan and Korea.
Several reasons are given for this situation.

Participants are invited to comment on this statement, with reference
to conditions in their countriss. Is it true to say that the basic
problem is not the shortage of fund resources, but rather the inebility
to make use of available funds on account of lack of demand, unsuitable
procedures, terms and conditions, lack of information, etc.?

Documents:

L W

= Country papers by the participants

= "Public and Semi-Public Financing of Small-scale Industry in Asia"
(1D/WG.92/2)

-~ "Financing of Small-scale Industry in the Developing Countries:
A Case Study of Latin America" (ID/WG.65/2;

Item 4. The place of financial .assistance in programmes of promotion,
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lndnmiut ion and development of small-scule industries

2

- Technical assistance .as _a means of facilitatinq.fmmcial operations
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= Financial Aassistance as a Sounterpart of technical L _assistance

It is well known that, to be effective, programmes of development of
ssall-scale industry should be integrated. They should, in other words,
inolude measures to promote and agsist small entrepreneurs at all stages




and in all aspects of vlanning, cstablishment and operation of their
enterprises. An integrated programme would usuzlly include measures to
gtimulate new entrepreneurship and to provide extension gervices in
technique, management and marketing to cxisting industrialists, financing
at liberal conditicns, industrial estiztrs, promotion of gsubcontracting, etc.
In partiecular, financing of small-gscale inc .stry may not be effective in

the absence of technical and managerial counselling, and technical advice
may oftcn fail to be followed up if financial help is not available.

In several documents (ID/¥G.92/2, ID/%G.65/2, 4 and 8, and 1D/wG.17/14),
strong emphagis is put on th2 need to link technical aesistance to financial
assistance, both at the stage of application for credit (screening’ and
at that of use of funds (follow-up). As indicated in iD/16.92/2, pegee
29 - 32 and 51 - 52, and ID/%G.65/2, pages 60 - 62, a number of public and
gemi-public financial instiutions in developing oountries provide themselves
some technical assistance to the borrowers ard some others obtain the
assistance of advisory and extension services. Participants are invited
to discuss the most appropriate methods and procedures for the integration
of technical and financial assiatance.

The following questiors, among others, might be discussed in this
connexion:

1, Should technical assistanoce be provided b, the financial institution,

or is it preferable to have separate agencies for these two functions?

9, Are there advantages, cspecia.ly in countries where no industrial

extension agencies exigt, in setiing up the first industrial extension

centre as part of an industrial financial institution?

3. How can the additional cost of technical assistance provided by

a financial institution, public or private, io ite borrowers, be

absorbed by the institution? Would subsidies be nccessary, as e rule?

4. If financial and extension agenciés are separate, how can their
activities be made complementary? 1In par¥icular, how can indugtrial

exténsio« gervices be linked 4o operationa of commercial bankse?




5+ 1% is suggested in document ID/%C.17/14 (¥xtension Service and
Development Finance for Small Industry: An Internatinnal Comparuative
Analysis"), pages 20 - 21, that the success of a sercening programme
rests not on the organizational mechanism svelved for appr: ising loan
applications but on the method employed, the imvportane: of personal
contacts being primordial. In document ID/VG.92/2 "Public ard Semi-
Public Financing of Small-scale Industry in Asia", pages 30 - 31, it

is stated that "the process of credit screening should depend cn a
technical acsessment of the prospects for the project as well as an
evaluation of the entrepreneurs' capabilities. ‘The special institutions
should have trained perconnel to undertake this task" and at pege 38
that "as regardes training of personnel engaged in public financing,
preference should be given to defining personality and attitude in
addition to improving technice) knowledge and extersion methods,"
Participants are invited to discuss, among other things, the organization
and scope of special training progremmes in extension for bank officials
and in financing for extension workers.

6. Should finanocing institutions relax security requirements wnén
borrowers avail themselves of technical assistance and training? Can
recourse to technical assistance and training be made compulsory? In
come countries, extension agencies deliver "certificates of competence"
to certain industrialists; would such a "guarantee" be acceptable to

financial institutions?

7. In a few countries, "intensive campaigne" have been organized either
for the promotion of “ew entrepreneurship (especially in the lees developed
areas of a country) or for the modernization of existing ones, including
the transformation of artiss.us .nto modern small industrialists. These
campaigns are jointly organized 2.4 carried out by officers of extension
agencies, financial institutions aud Govermmeni departments (sce 1D/WG.65/4,
pages 34 - 37). Teams of theame officere provide orientation to prospective

entrepreneurs towards industrial occupations, or make recommendations
for the nodernigzation of existing industries and applications for credit
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arc madc on the spot. Vhile campaigns are rarticularly effcuctive where
hire-purchase schemes are in effect, they might also be concu-ted where
systems of credit at liberal conditions arc in existence and where
industrial ecxtension agencies arc set up. Participants arc invited to
discups the applicability of such campaigns or, more generally, of joint
action between finance and extension agenci:s, in the conditions prevailing

in their countries.

Documents :

- "Public and Semi-Public Financing of Small-acale Industry in Asia:
A Comparative Analysis of Institutions, Policies and Measures in
the l'epublic of China, India, Japan, .epublic of Korea, Malaysia,
Pakistan, the Philippines, Singapore and Thailand (1D/WG.92/2)

- "Iytension Service and Development Finance for Small Industry:

An International Comparative Analysis" (TD/'/G.17/14)

- "Hire-Purchase Loans for the Mechanization of Small-scale

Industriest The Experience of India" (I1D/WG.65/4)

Item 5. Public and semi-public financing
(a) Institutional arrangements
(1) 'Me role of the centrel bank

Central banks may influenoc the financing of small-soale industry
through rediscount (total or partial) of commercial bank credit. An
inquiry made by thc author of dooument ID/'1G.65/¢ “Coamercial Bank
Finanoing of Small-scale Industries: FPolicies and Mecsur«s", page 43y
indicetes that the commercial banks surveyed Yty him would be willing
to increasc the v~lume of their loans to small-scale industries if the
central bank liberalised its margin requiremernts with respect to such
loaﬁ- or ra”inanced them at a lower rate of interest. Participanis are
invited to prescnt comments oa this view,

The muthor of document 1D/1'0.92/2 "Public and 3emi=-Public Pinancing
of Small-scale Industry in Asia" indicates at pages 17 - 17 that in the
developing countries of the region, where the organised financial system




is not highly developed, there is "» limit to the effcctive function of
the central bank to regulate the supply and demend of credit". He also
states that "the bank rate policy which the commercial banks follow as a
| result of the official discount rate of the central bhank does not arply
to the special financing for small enterprises" and that “"by and large,
in this region, the fiscal policy of the government is more influential
than the financial policy c¢f the central bank."

Participants arc invited to comment on these observations.

A few central banks make available funds to financing institutions
for loans to small-scalc industries. Some central banks provide general
guidancc on small busincss finsncing., Some central banks administer credit
g arantee or insurance schemes. Should such activitics by central bankg
be encouraged?

(11) The role of other public and semi-public

B e mE By G el N B . > Bk

financisl institutions
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Dooument ID/WG.92/2 and other documents shci: that the institutisnal
arrangements of public and semi-public banking organizations vary fron
one oountry to another. Two main categories of institutional arrangements
are distinguished in that dooument: (i) those whereby financing is
extended directly by government departmerts or government funds are
channelled through certain financial institutions; and (ii) those epplicd
by self-supporting institutions.

In the first catogory, financing is extended by bureaux of Minigtries,
local governmonts, industry departments, special corporations, etc. 1In
the seoond, by private law caporaiions or banks and, in ome countries, by
national ised commercisl banks.

In either ocategory, funds may be provided by the goverrment. Some
public corporations have torcign financial resources et their disposel.
Some inetitutions lond exclusively to cmall industries, others also
finance large and medium enterprises. 3ome provide only medium- and long-
term loans, others provide alsc short-term loans. 3oue provide advisory
servioc to clients, others depend or. government industrial extension
centres.
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Participants are invited to

comment cn the inslitutional arrangements which they censider to be
most desirable and «ffectice, having rezard to conditions in these countrics.

Diecuesion is 1wited of the view, put forward in document ID/WG.92/2,
page 13, that ihc acope ror {inancing and servicing of self-supporting

institution: is more limited {han that of g.vernment departments.

Documente 3
= Cocuntry rapers by tuhe participants
- "Public and Semi-Public Financing of Smallescale Industry in Asia" -
(1D/WG.92/2) |
- "Financing of Small-scale Industry in the Developing Countries:
A Case Study of Latin Amcrica (ID/WG.65/2)
- Y"Extension Services and Development Finance for Small Industryt

An International Compnrative Analysis" (ID/WC,17/14)

(v) Polioies, measures and conditions in respect of long-term,
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medjum-tern and short-torm financing: terms, conc'tions and
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procedures, c.g. reourivy requirements, interest ra.os,
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gubsidization of interest rates, debt recovery, etoc.
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Participanis may wicl tc discuass the ocuestion of conditions and
procedures in connexion wich long-term, mediun-term and short-term
oredit, respectively. The foliowing Juoestions, among others, may be
digoussed:

1. In documen! ID/WG.92/2, thc avthor stetes at page 22 that special
institutions generally provide long-term and medium=term credit to small=-
scale indueiry, leaving shori-iern credit to be provided by commercial
banks, He also e.aies that it ig difficult to make a hard and fast
diat‘notion betveen mediumn~term ard long-term loans, and further thet
mediur=-term loans could be provided to new enterpriges to mcet their
initial working capital recuirements. The author further suggesto at
page 26 that in some cases. npecial institutions might consider unier-
taking the extension ¢of ghorti-term credit %o small enterprises, but

that thcy should preferably lct commercisl banka to act as their agents.

Comments on thesge views =re invited,




2. As may be seen in Tatle I, pages 7 = ¢ of document ID/%G.97, 2,
maximum limits on singlc losns for emall enterpriscs ore sct up by
financial agencies in differcnt countries, Is this systen ‘vetified
and effective?

3. Table I1 at page 23 - 24 of ithc samc document provides information
on loan periods of public institutions. For cquipmens loans, the maximum
period is, in many countrics, of 5 years or less, and in a few countries,

of 10, 12 and oven 15 yerrs, Are the lower limiis adequate?

4., Bhould terms bc flexible and admit, c.g. grace periods, cxtengions
or debt consolidation?

5« Some loans financed out of funds provided by forecign agencies must
be spent in the countries of thesge agencies ('ticd loans")., Participants
are invited to discuss the advantages and disedvantages of such loane.

6. Regardiiz oreening of applications for orcdit, diecussion ie invited
of the view, stated in the same document, nages 30 - 31, that "the procese
of oredit screening should dersnd on a technical asecssment of the prospcots
for the projuct as well ~s an evaluation of the entreprencur's capabilitics”
and further that "while the soreenirg of an applicavion should be the
responsidbility of the loan department of a bark or a special institution,
the technical viability, market prospects, entreprersurial op managerial
eveluation, etc. should be reviewnd by a coasultzat or advisory contre®.

Az an alternative, the bank or apecial ingtitutior might have exprrt
departments or irained staff to undertake eurvey and evaiuatioun.

Te In many cases, the ocvllateral requiregenis eppear %o be very stringent.
Banks require mortgages or chattecl mortgages (ilong-term credit), honds
(debentures) and reccivables (medium=term ard ghort—term credit) as well

- ap personal liability. RExacting requirements for 8ulf-liquidating
securities are undoubtedly onec of the major obstacles to the financing of
small-gcale industry. The auther of ésoument ID/%C.92/2 states at puge 34
that "the extent of guarantee required for financing by public inetitutiong
must be more liberal than that required by private financing instituiions",




He further recommends thzt "the machinery ~nd equipment bought by the
proceeds of public loans should be admitted as physicsl sccurity". Also,

in many cases, a personal guarantee should be sufficicnt. The co-operation
of private banks should be secured in order to ease the terms and conditions
of seccurity. In thc final analysis, is the managorial ability of the
entreprencur {and thc assistan.c¢ hc may rec.ive) the real guarantee of his

creditworthiness?

8. 3mall ecntrepreneurs renting factories, whcther on an i dustrial
estate or outside of it, have less security to offer to financial
institutions than those who own thcir buildings. 'This situation may be
aggravated when the machinery is encumbercd. Ilow can this problem be
solved?

9. Pegardirg collection of loans, it is stated by the author of

ID/W0.92/2, at page 35, that mcre and more this funotion is delegated to
private banks. The instalment repayment method is 2 distinctive feature

of public financing, but it appears to be troublesome. Participants are
invited to discuss thc problem of arrears in payment and debt recovery -

in perticular whether this is a factor hampering loans to small industries
and, if possible, to formulate recommcndations on means to solve offectively
these prodlems, ¢.g. the floating overdraft system (see ID/'WG.GS/B, page 21).

10. Rcgarding operating expenses, document ID/V6.92/2, pages 39 %o 42,
contains an analysis of the operating expcnse rate. It is stated that
*4n public financing, the operating expenditure should be kept as low as
possible becausc the intercst rate of public institutions should be lower
than the ordinary rate". However, financing of small industries is
umially concerned with loans of small amount, and administrative costs are
high: r than those of loans of grcater amount. In the case of public
financing overhead charges may not nccessarily be added to the cost of
loane. Is this one of the argumenis for expanding pudblic financing?

11. Regarding interest ratcs, chapter 5 of document ID/Y0.92/2, pages 43
%0 49, contaiman analysis of thc components of the interest rate in
relation to credit risks involved in small industry financing. The author
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is of the opinion that the interest rate for public financing is dependent
on the industrial policy of a country and not on the central bank rate.

He also states (page 47) that the interest rate charged by public and semi-
public financing institutions might be lowered by the risk percentage for
small industry, the diffcrcnce being covered by a subsidy. Can interest
rates be lowcred, or made uniform (as is the case in certain countrics)?
To the extent that part of the interest rate covers soreening and other
operational costs, can a reduction in the overall rate be obtained through
the co-operation of banks with promotion or extengion agencies for small-
scale industry, through minimising screening requirements, or through
other means? Should intcrest rates fr loans to small-scale industries
be lowered through subsidios by the Government?

12. What methods may be used to facilitate self-financing by emall-

scale mﬁ:nu.: and to regulate non-institutional oredit, especially ueury
and other illegal or semi-legal monsy-lending practices to which small
industries have all too often to resort?

Docunente

= Country papers by thc participents

= "Public and Semi~Public Pinancing of Small-scalc Imdustsy ia Asta”
(10/va.92/2)

= "Pinancing of Small-scale Industry in the Developing Cewntriec:
A Caso Study of Latin America” (ID/WG.65/2)

~ "Commercial Bank FPinancing of Small-gcale Industries: Polisiee
and Measures” (ID/4GC.6%5/8)

(o) Squity participetion in emall industrisl emterpriges

Docusent ID/WG.65/9 "Byuity Pinaneing of Small Induetry® preseats
some data on a few experiments in equity finaneing, sone of Whieh were
sucoeseful, others less or not suocessful. One of them = the Poule &
participation et de garantie of the Government of Senogal - whieh prevides
for temporary equity participation, seems 0 offer hopos for sutess.
Another possibility is the participation of a deovelognent corperetiiom <
created for this purpose -~ in the equity capital of mmall esterprisee




(e g., the scheme tried in Orissa 3tate in India). Discwssiens 318 I wited
of these xnd -ther =Quily part:cipation schems.

Documcnts

A . .

- "quity Financing of Imell Industry” (ID/VNG.64,'3)
() Adrnistrative sspects of imancing

Certain sdministrative aspects of public and semi-tubl i¢ firan. ing
are discussed in chaplar ), pexes X 1o }) ani chapter 4, pagee )1 b0 &2
of Gocument 1D,/¥0,92/2 "Mudlic awnd Semi-Pudlic Fineneing of Taall-osals
Induetry in Asia®. The feliowing guestiions, smung othere, 011t W
discuseed My thé participante:

1. The ergmaisational sin“arc of finaneing sastitutiens for asalle
ssale indestrics, includirg whether »* st there dhounld Vs epestal tond
wtthin the inetitation, ¢ whetlder snch coyviene chould W ewvied ot

W advisery sad estension eenires for amallessals infastey n ¢o=apivelies
with the financing inetiteliens.

2. e handling »f applisetions for eredit, Rany Wetitstione bow o
pasetve rels in receiving 99l soatiane. et esdive eps ol Wy
tas %2 abees @all iaduetrisl iste Se tale slvwntage of evdid

e Shuld the ia-tituttone b= Bio %0 mile Betr mun oetotons & W
mnnwmdnﬁwmgnw&n”ﬂua
pblic o0 ov topubl ie smmril bee”

S WMore stitetions sps given a: it o Soeidn = e Qantiing o
lesns, henld Wie miberity Un LiBived to lowne of o coriein oloe?
S Meuid institmtisas (18 wot iy ¢ atiies St sl & SRS O
10 mistively hig =t woemerie’ Dals el lease W guied
itheut grier seveetigaiten and ealy agniast Whe pevesmal Gueruntes of
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€. Fovw can financial 1astitutions evaleats veriedically their small
indastry credit prograwmes with s view e sehieving s pweper Balanee
toven sniaistrative eogtes wrd th: velun of credit orwmisg*

Te  Yhat sovire’e dhouid b inetituteod swer the operation of credit
progeemme £ v anall induetri o Wy p blic wnd somi-pudl e 1a0titet bame
ol how hould WRhis eperation Vo evainated?
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e Comtey pagere Iy e participunie

* Tl e and Smiclodiie Pinmeitng of Baallassale Inlustey i Asie*
(1vve.9e/7)

(o) lntygreey Civpmng

(3) Rregte ot et e _agerviesd eredit efimne
Soommet I/'Y0.60'4 "RicocPwdhan Lome Fiv the Nohanitost ben
of Salleomis ladnetrioesr e Dugerionse of ladie” preemie s Gotailed
oot of e puostion of She Mirosgurshase retan o ladte. Dot
Y. 002, pagre 71 « 10 setaine eue eumsate e Whie @oten, Uadey
Bie sbwn, sadkioery Wngtend of cadl i proviind ¢ e Sall
eatgegrensyst e Sulinery rulnias e pregerty of e | ivecprdhase
ey wiil s last wetalnset bae ter paid = Wie oivistes e noed
fur wilsterel. The sthoin oppsies Btongh sheme spvrguiod bon of Wie
Birorgurdiese aghaqy od lastrial cstensian wsateee « We nsele of B

tollastrisiiote e il  eosevteinnd wd e ogurstion of Weir enderyr sons

o apeovien ! ol eaietnd. Piomarien 40 Ivited @ e bseiradil iy

ol Peasidil ttp of wAsalneng Bigv-gutibase sibanng -~ +erege istedy

asbifsal, M ased W « e samirios of Be regim. Te Folloving

Gl iow si@dt W Siosaned, samg *Betis

. Gmid ¢ bwvepurdhase ouhets W cpereted I o Wesisl agpay?

Se Wil N aviete e el fer ssiloresnl, » e ealitvane
preniling o Gees enmdeise®
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4.

1.

Tould the gystom b limited Yo procurement of gemersl-purpoee

sach irery, Yo frcilitatc reposscosion nd dispoeal of the machinery
W W linder, it cade of defanlt 1n rapayuent Wy the hire-purchager?
(™is prediom ale awrims when sprcinl mackizery is given as
eellateral for - e loa.,

"Mat s Ve prespects for devwe Apine sursliors’ credit, that is,

a farm of hirewgusrchas grant.d W the manufagturcer of the mporter
of nach \nary?

Is ‘her: any seeps fev privat: "Dwing” conpani«o « godh a8 thooe
opereling in F-@lirr “urope amd b United Fates? Yee, ia Wi
seumtion, “Lensing and Fatual Ilnduetey Pinensing ia Franes”

(I 0.64/6) pacee § - ¥

i1a Vomnounla, e Corpornetie Vennaslisma &0 Pumente (OVF) opereton

s sl onler whiek land, Wildiagn, radkinery and oQuipmeat agy W
reviled en longetoom hircogurdhass conditions, previded e

Wevemy syl 1ee the Mocasary wrhing spital { IB/VA.60/2). The
Partisipanis may wish Ve diasuee Wis prespeete far intreleeing otn.lar

Farticipante s slew iawited %o Siomee other Yyme of supneviand
wedit sulh w perehans of ron wateviale for e mall caterprine

9 pugunet of sther Viile Wy e flaancing ot itetten; alvansee
% amil wicentrectery for snabiing an % carey st wwlnee foo
largs ssmpguaice, WMo Latter paging e bk v il il o Yrn

Y W absuntowtoy o0 Gl wting Be funde 60 % 14 b
Soulniguers of ougntvind svedi., sk a0 Bl igntsen % Moep DU,
* sompd Liddmical saistanes, e »itend Potning GNPeNe, e

o Comioy paguee p She partteipants

o "N ipecPusdhane Loans fuy e Posbenitotion of Banllegmale lafusterton
Mo Bynoicane of Ialiar® « INVE.00 L,

o “Pnwstng of Ballasnls ladestey ¢ . B Sovsloping Counttes
i Came Paly *f Lotin dmevter” (IR0 2)
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(1) Cosy reduction throuen provision of factorics for rent on

. ——--

industrial catatcs, comon service facilitics and grants

- - -

towards land, building and machincry costs

. o o

Industrial cstotes may be financed, according to their type, by
the central, state or local gevernments, by co-operative associations
or W private groups. Factorics on government-gponsorcd estatcs may
%o given on rent, hire-purchasc or outright sale. In +he latter case,
the government rcoovers its investment earlier and may plough it back
in other developmental projcots, c.g. other industrial estates,
Assistance may de given by thc Oovermment to co-operative estates, e.g,
Wrough loans at lideral cond:tions in amounts proportional to the equity
of the oco=operative, Temporary equity participation in a co=cporative
ostate night de another poesidility. Private cstatcs may be encouraged
Wreegh lcans, guarantees, tax concessions, accelcrated depreciation
allowances and other means. The co=operation of life insurance companies,
real estate devolopment and oconstruction compeniecs and various institutional
Avestors may sometimes de odtained,

larticipants are invited to discuss these aspeots of the financing
of iadustrial estates, espocially the means wheredy government-financed
ogtates may bs repidly turned over to the oocupants, and the onocouragement
of ma-government ostates.

Cemmon serviee facilities such as tool rooms, foundrics, etc. are
ot w Wy goveraments of certain oowntries with a view to reducing
isvestasnt requirements of individurl enterpriscs, improving quality and
reduting soote. They uswally opcrat: on a nosprofit no-loss basis.
ot feetlitsen thould also Be turned over to private ownership and
Satagneat a0 s0es as possible. 1Is there soope for such facilities
" camtrise of the region?

& wis towards land, Wilding and machinery costs are mede in
risie sountrics o0 & 1a0sative for establishmant of industries in
astirepel 1ten or baskward areas. Such grants sight aleo de used to
Ntrent fereign caterprissa. Participants might discuss the need for
Wl grants for pressting the development of small-scale industries.
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Documents ; :
- Country papers by the participants
- "Public and Private Financing of Industrial lstatc Project and
Stimulation of Private Projccts by Government futhorities, with
“Special Referencc to TrAinte Mwnrwionect (CID/IE.1/9)

(1i1) Tax and tariff 7o1¢2331025 and various subsidies

R M 0N S D - B s G o - v @ U - > o A b et o

1« Tax and customs concessions arc also a form of financial assistanoe
for the development of industry. Vhat is their effectiveness for the
promotion of small-scale industry?

2. Subsidies may be grantcd to small-scale industries for a variety
of purposes - to obtain land, factorics, machinery,;to reduce the cost
of freight, powcr, certain raw metecrials and even for training of
entrepreneurs and workers.

Should the use of subridics be encouraged, or should it have a
relatively low priority as compared to other forms of financing? Should
subsidies be reserved, in particular. for encouraging the entablilhntnt
of small industries in remote or undernprzvalaged locations or unﬁer
other ciroumstances which give rise to special handicaps?

(iv) Preferential treatment in ggvernment‘gurchaae programmes and

RS Rk Y - .

Qther guaranteed purohase, procurement and marketing arrangements

In all countries, including the lcast developed oncs and those with
very narrow dovestic markets, the Government and public agencies guch
as the army, the police, hospiiaisy BCHOOLSy public transportation, eto.
are among the most importart institutional purchasers of a variety of
goods. Small-scale industries mey be oriented towards productions
catering to the public market. This, however, may be!effectiva‘oaly it
& public bidding system ie in effect and if emall-scale industries are I
given equitable or even preferential treatment as against larger
estnblilhmonts,’for instance when their bids exceed the one of the latter
by a given percentage, all other conditions being equal.: The improvement
in marketing and even the rcduction in malpractices which such a system
would enteil are, in a way, a form of financial aid to small industrialists.

What is the ecope for introducing such procedures in countries of the region?
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Item 6. ‘Comercla.l bank “ma.nczrgd

——— s e LA A W S A ® Wit W9 op

The followmg questions might be discusscd, =smong others:
Various means have been devised to stimulate thc financing of small=scale
industries by commercial banks (whether publie or private). In India,
the Social Control of Commercial Banki Act of December .967 is credited,
in conjurction with the credit guarantce system, with increasing the
share of commercial banks in total financing of smell-scale industrics fro-
9 por cent in March 1965 to 41.2 per cent in March 1969 (ID/"C.65/4, p. 2-3}.
An effective means appears to be the credit guarantec schceme such as the
one administcred in India by the lesorve Rank of India and in Japan by
oredit guarantee associations (ID/¥G.17/14). (Sce also 1D/WG.65/8,
pages 35 - 36). Anothor systom is credit insurance (inter-institutional
or by a public agency) (ID/WG.65/8, p. 36 = 37).

Discussion is invited of credit guarantee and insurance schemes s

means of stimulating and facilitating the participation of commercial dank:
in the financing of small-scale intustry,

Bumntn As indicated above

(b) Co-operation botwcen industrial extension agencies and
commoroial banks in_joint wipervised oredit schemes

(o) Co-operation betwoen public and private financial instituilon:

(a) Other inducemcnts to commercial banks

D AR W @ vl 5 A W el b Bl W AR W WA

The following questions might ve Cisousscd, asong otherss

1. In document ID/WG.65/8, p. 37 - 4G, strong emphasis is placed on
the tninin‘ of industrial -redit supervisors of commorcial benks in

b cred;t eveluation, supervision and techrnical assistance to malle-scalc
industries, as is done, for instance, in Brasil, Colombin and Urugusy.
It is suggested in that document that such training oould be organised
on a national or even a regional basis. Another means is to assooiate
industrial extension centros to the operations of commercial banks
(ID/vG.65/8, p. 40 - 41; and ID/WC.17/14, p. 24 = 33). Discussion
is invited on these and other means of facilitating the financing of




mall-gscale indust-ics by semrareis] bonks threwer the prevision of
technmn]l a2eigtancer,

2, Discuss.or 1a viec irvited o7 5 mesrs ef wisroviang irteraal lean
managerent ir commercial eanks (IDS LAY a1t L 125,

Yo Docwsen. IDNG.92/dy 5. 7 = 2 arswcs mcmmrally in fovens of
channelling pubdlic funds .Aroush cemmmrcial eeks ~sd o pedlis finanetel
Ingtitutions urimwe comercial benin 24 ager® for distuseal and esllegtion
of loans. Dooswment ID/V0.(8/F, 5, 4) - 46 semtsing the resmlie of an
Inguiry om tre dcrirasility of Lsiee eowmereis! boske to chanmel bl e

of acoepting putlie finaneing frr lo-ra te omall-seric indnotrics (ised
reastion)) of gow.rme at wibiides s inerecse VAo velwne of semmeeetel
odit to emellescale {dugtrice (mined resction], The Coommsnt agprete
Wat the relatively lw lowel of lewdirg » swall indaetries iy commeyretal
Bankn dny in gemersl, re et Y6 o kewew of [.owmedal Poesurtia, WY e

& shoptage of putiabs projcote, %o $he Righ inesdesee of rioh Gue O¢
lagk of teahnical, sivia et=ative snd mosc il 211447 of %he setpugrensers,
ad te the inastoquacy of ccllateral. he Jermuist slso sugmnete Whed
oommereisl benks &0 wet arrreciate Whe role whbeh “wy b plaged W ealle
seale frdustry (v indueteisl Revelopaont, e v 3adily o mleontrestere

¥8 lerg trduatrier, md apresees a4~ view tha. tenintng of Sepd
MParvinre and IR'Vetrie]l ¥ uenat s cug v, aak the moderaisalion of
lenting tealaipece may ostrimits %0 Lo sslution of Whis rulion.
Partictipents are irvitel to discuss *Soos views,

Doowmont:  ic inficated shows,

e 3. AL {1 ing
T™he fullowing fiestions pighi W Siss.sovi, seng stberss

fo  VWith orme cwerptione, e i e tomc o Jagan sod She Pudesel
Wpublie of Dermany, comrwrativs irwmeing has ¢ sgpretiadly Geveleped
s wdvaneod or ia deviley ng saw-trice, Pagiisipamis spe bavited %0
diseven e raacanrs fir tho insdequeny of e 2 finamotng and We

Poaeidility of stivnlating 1t e ewrtries of % Pogron




e

-t) -

e Deewrart 1D M, 08 6 g g owrt Tat al irbiatey Tioancing in Proacd
Scoerib-w (§o ) =« W 2 gyet.m of matusl fraamcing practis.d 1r rauge

W prefeesion:] or int.rere f.3sion. ) emiarnk 8 for the Berofit of
tningtrid, com o reial and artim adert RACEP o & rVICe i ter s 8.

Me systom permits the Crecmrtrs of noehinery rd cawim ity eap Cialiy
fer moder is ticu purposus. @ red.t 2y b prowided oy bhe Oarisme Datiemale
$ea Bagehde 4 1'"Wat, under 2 mtuai piarsntce ayetem provided by the
el finsncing vempanics, redigeow t B iy svablable from th. Bamgae de
Praves. ™e @rien g are 1o b meeccasful, s th. po Wy ecops for its
ireastion ba cowntrion of b pegion®

mt ie tndieatsd sbewe,

e promction of caport indurtries 10 w WMperiant poliey ob jective
I8 meny deveiopiag sountriess Banllessel - industries may osntribuic te
We gremed ban of s0Parts, peovided spesial Mseurce of aee Lot anes ,
molelitng finaneisl seeit-neec, we mads wailadi. 18 thems The finaneing
of @all-seale copnrt indaotrics 1o widely lewe,oped in Jagan ad some
J-aoeme Sight W Sorived fomm Vhe Jagomosc capeviones e She Benwfil of
Sovelaping ematrice, inebuding then of .0is nl e Par ant,

Bosumont IB6.69/) FPirume ng of aporets of Baall ludestey Prodects
B Jepun” Soenyides the fagase 99 cAPERReave. Lorgmt P cxport soniragle
e fianmsed Wy speetal ageneicd (Bmail and diwm ntcrpris. Corperation
ol il and Tedimm Crterppion Credit lngupanen Corporation) wnd by the
Wil Pusin = Pisane: Corporation e apceif od cor titiens. ‘Dortedorn
o sre sonnil) Tinaseed By Lrnbing Houens MR Pase We soniraste
rovils Sodnical and stber canivtanes 1) the wall expert ndesty iee,
Crudst Guarentes wansiot bone guarwte: Vills Green by an ilse cnterprises
o o Jew rolde of 0ot Por caPrrt pramcdion, Tgeeisl tan eenemestens
e provided. Tpertcre” aenniat iene Peghlete Veade practisess




Prrticipants arc invitod to discuss thesc methods as well as any
export promotion mcasurcs -xicting in their own countries with a view
to formulating, if posaibl., recommendations oa the financing of axports

of small i1ndustry products in tho regicn.

Documcnt
- "Pinnucing of Snpo. o .a w.ll ccustry Iroducts in Japan®

(ID/uc.65/9).

Item . Soope for

P

rcgional on=oDeTa) ion
o A L g

PP T e

(a) The role of regimal financial institutions

Onc of the recommcndations of the Intcrnstional Tymposium on Industrial
Dusclopment (Athena, November = Deoembor 1967) is that: "International
finaneisl organisations, such as thc Jorll Bank and the International
Puvslogment Asmocistion, and regiomal finwncial instituticns, such as the
Inter-imerican Devologment Dank and the African and .sian Development Banks,
deould be requested 10 revivw the possibility of increasing their support
for finamcing industrial cstatcs. They should also reviow the possibil ity
of chamnelling funds towards natiomal crodit agenoies for extending losns
te mallessnic induntrics™. (%) Jmall-goal. Industry, Momogrnph ¥o. 113
Sales No.s B.67,11.B.39, Vol, 'V, page ¥9).

Participunts arc nviled to ‘ieeugs th. ssistance which 18 Deing
ressived and Which might b cEpectcd from intermational financial
crganisstions for the firancing of smallescal: indusirics in cowntries of

e region,

(8)  o0sem wmes beimasonn o oglihion GEOGTAE S

Le sndieated in doewsent ID/W3.6%/10 “UNIDD Letivities in the Pield
of Pinemeing of Mallensals Industiry’, tcchnisel aseistance mey bs provided
wndsr varioes Tmit 4 Mations pregrammcs in the Jicld of finamcing of
all-gsal: industry. %uch sssistince say bo given for the cotabl ishment
of epecial fizwncial ingsitutions, of sapervised credit sct wmes inslwding
Bigv-purdhas: Eret s, of Jredil gRarantce Of IRGUCAREC schemc e,
for improviag loam man @ m 7t actinle nd proccdoroe, for tr 1ining of bank
wd c2tenaton officers, etc. Pellowships may slsc be made wwrailable,
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Participants arc invited to discuse t.c nceds of their countrics
for tcchnical co-operation projects in thesc ficlds.

Document: "UIIDO ‘ctivitics in the Field of Financing of
Smallescale Industry" (ID/'G.65/10)

Itom 10. Adoption of oconclusiony of the Seminar

Item 11. Closing sddrcsscg
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