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Against this vackpround Lo Ui ltea foatons Tndusue o Loy
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opment Organlization inan, v ated ‘n luyl a prooryne i
aimed at developinzg new metlnsds and ‘echn.ques Lo nooili-e
domestic savings and to cluni. 1l them Into Indostrie! ceve''d:
ment. In line with tha. terns of reference UillN0O undertyk

a survey mission with a durati-n of four wveeks to ive se-
lected African countries i1t oraer to explore the ver ous

pessibilities of mobilizin; domestiic finarcial res - . Tor

i

induatrial development arnd, as a result, prepare re:o.. v
tions ''‘hich would enable dcve!oupiny countries to Tin~nee i: ...~
trial projects through a robilizat.,on of the'‘r capitia’ rpr=-

)

sources and in this connexlon to assess the need of rolste i
teohnical assistance to be provided by UNILDO. Znphas @ vas
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placed on an examination of existing institutions uiv:
view touard providing technical ascvistance (o stren;titen
their orgenization struectures, managcent, stafiing «at op -
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The follo.iing report 18 not intendel tc offer a zo-;riten-
sive account of the various financinz ser.e~es or the ¢i’fer-
ent prerequisites for inveztments, as there exist & creat

4
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number of excellent studies on these topics (some of which
are listed in the biblio;raphy). It should, however, present
apecific points of view on the above mentioned issues &8s well
88 supply concrete recommeidationa for follow-up setion by
UNIDO in the ecase of the ‘ndividually-examined countries.
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T. SAVINGS MORTLTIT] M DI (,.2aHAL

It 1z an undisputed fact that financ:al resources, i..e
easential requirerent of any investmer. and/or da, -t -day
operation of an enternrise, are ihe eccompanying a: e}

aa the limiting factors tn ft;rt,‘uer industrial and ecorciy -
development, although the causal and interdepradent retat. ..
ships between financial development and economic gro.th may
not always be exactly knovn,

Different opinions and concepticns exist with regard Yo the
financial policies and targets pursued by industrial enter-
prises and financing tnstitution:t and from the voint of view
of national economies, in purticular, as generaliations in
this respect cen only bLe made under certain assumptions be-
oause of the differentiated pre-conditions. However, it is
8%1l] widely sccepted that:

The finanecial structure (in particular the relation of aqutt;
to leen cepital and *he interaction of short-term aac long-
tem finaneing), the cost of financing (interest and auxilie-
Fy costs), the suitadility and flexibility of the intermedi.
ary fimaneial instruments (forms of savings and credit, co!-
latere]l instruments, ete.) are important factors which have
& direet bearing on the growth of industry and that,

1t 18 desiredble, if not mandatory, to finance at leas’ a
oortain preporiion of total investments from domestic source.
for reasons of maintaining contrul over the national economic
éovelopment and to participate in the revenues derived from
swsh investments. )

At present, publie savings, Yis-d-vis private savings, play
e Geeisive role ia the developing countries. The measures
telea to introduse or to strengthen income taxes, to improve
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the incidents of ‘mp v 10 e o, o, ¢ S I T
higher ra‘es cn ,uxur -« « « ) [ A ‘0 rath-r
Auccessful fror trhe ro i 11 tory o e L Nover

theless reven es AV S L N I A Hooy o ot g

throughi & rel ' «f *re " 12 gl 1 0 o ot i Gtanee

through a mcre e:fe ' iie 41,1 P d ‘evied
taxes, the con'ici of ‘ax R IS Y O N TSN NN T 5
note, howe er, that {r e:t -t o : D Y Y SRS ER B

savings from taxatje in. e, L pet el vate L et gre

aubject to certa'nu oongcoo: FRNTS BN B Posead g0 01 1e,

s8hu 1d not be were! ... ¢+ ot - i T N R T
A taxation which 1s too Db acd Yo T vl o Inter-
fere with econoumic ycrowth an g Ai-g ot oyt o o! %the
population to work and jivesi, Le ¢ 1o nand, a .oound

tux syatem can encourasre the . nversl ! prodactyon for
subsistence into a productinng fer morey 1ncome, Anciler im-
portant target of fiscal pellcy which miay ultiastel  rvesult
in a higher volume of re nue:s 15 to Felp Lo achiieve a more
even distribution of income and wealt:

Deficit spending and the creaticn of money are short-term
alsertativea to making resources availaule for investnent,
They act, however, as medium- to long-term grovtl, inhibitors
because of their detrimental effect on the va, .e of money
and the distribution of income and wealty,

8elf-financing is another important s,urc> of SaVing s, Hoye
ever, developing countries should consider;

@) that in the case of an enterprise which has (partially)
foreign equity participation profits should remain and
b® invested meinly in the developing country. Although
@ eertain proportion of profits will need to be repa-
Sriated to the investor,

D) that tax laws will show preference to those parta of
the profit that are re-invested as compared to those
whiech will de paid out,




e) that self-financing /1)1 not be done for 1ty . sake,
especially in tre case of eriterprises with - - tiat,
markets, resulting in large fineancial Iosournes
being always re-invested in the same enterp:ise viith-
out the control and steering function of the capital
market or without conslideration to the natic. il ieve).
epment plan, '

Aside from foreign financing which was n~t investi a4
during this mission, household savinga remain as an impor-
tant source of financing. These savings are needed, i
perticular, to cover the differvnce between the leve! of
total :nvestments and the resources acrunulated throu;n
Saxation (in the case of public investments) and/or through
self-finsncing,

Mowever, voluntary household Savings have so far remained
dll.roportlonnly dormant, The overall investment activity
in éeveloping countries vas gradually raised in the Sixties;
& ea®e 1in point 1s, for instance, the annual rate of growth
of gross investments in resl terms which is usually higher
Shen in developed countries, or the ratic of gross invest-
monts to the gross national Product which 18 now not much
lewer than in developed countries, Private savings on the
oentrery, have, relstive to the gross national product 1in
@oveleping countries ss for example in Africa, sho:n rerely
& Begligidle ineresse in the period 1961 to 1971 and in
relation te the industrislized countries have remained on
e averege substantislly lowcr_ (pleamrefer to Table | ).

Ameng the varieus ressons whieh cause the low propensity to
82ve, in adeolute and relative temms in (African) develop-
ing eowntries, the low level of per cspits income is often
Bentioned. It stands to reason that the moderate ircc-e and
‘SR gemeral, the lew level of monetization in rurel sress
Sontinue to impede savings. Nowever, on the basis of various
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obeer ratisrs a2t ERR . Y tra the

progressing monetioat o oo 01 e e e PR A | bey st -
ence econoty too o3 tart. - arcer v o and the oottt ly
increasing {c es In at Poome Yo o0 ot Lkt ion ot T he
expe- ation In a ris o, 0 b oo e cothave ralsea ‘he fav -
ings capacity si,rnif ar' i ardd Uad § *rose countries vhere
major poltoical and voon - 1o = fopr s were devored foo0n -
crease In the sav.r, 8 . e & . 1. L+ messarod, It
i1s frequently =ar-ristn, v et ey o0 be fariod in oo
of h .arding when only mo ceprate e are prevalliorg,

In order to or stz ar cfic~t3oe wiiitratt onoof dorestin

savings, a concentrated, velil-pl . ot eff .. 18 needsa on
the part of the aporopr.ate Go =1mivent auwtorities, tre ad-
ministration ani the tnsijtution . nvelved, A natLional sav-
ings programme has to en - mpass ‘o three cbove-mentioned
sources of savings and co-ordinate them because only a well-
balanced relationship betueen putlic and privare savings
will lead eventually to & votentlally optimal instrurent of
the capital market and to a stabilization of social and
political conditions, Many of the Governmental attempts to
organize a mobilization of savings are only partial (1.e,
they concentrate only on urban agglomerations, on snecific
inatitutions or instruments, etc.) or they are ahort-term
eonoceptions and are poor'y conceived or executed in terns
of their organization so that visible successes can be on!y
partially achieved,

A long-term savings program. - is to be integrated into the
national development plan, in particular, from the point eof
view of industrisl and fiscal policies and should dbe co-
ordinated with these. As long as the bulk of savings oon-
sists of nominally fixed deposits, 1t will be necessary for
a suoespsful exsoution of a long-ters savings policy to peo-
vide for the highest possible degree of stabilization in
domestiec price levels,

-
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TI. BAVINGS Loon Tl
In the first place savings ins'rurents should meet t'e re-
quirements of savers, and seccndly they should pro.ile fal
the posaibilities of transforia ic into procjuctive et
ments. In developing couatries savings habits are -+ iy {..
fluenced by social anc¢ tribal tradi‘ions. Conseque'.".!v, sas-

ings and eredit instrumenis must take therc deep-rooied
hadits and traditions into accouwn’.

Jewelry, cattle, land and hoarding of cash are even i, high! -
developed mone; economies alternative means of invest 3 VU

In the developing countries, a high percentage f €a. i gs is
sesumulated in this menner. The confidence in moneti.cd sav-
ings oen be only gredually stimulated or aygmented o; edu-
sational ecampeigns, the creation of simple savings instru-
®ents and dependable sa/ings ins‘itutlons,

A trensition to "higher" forms of savings should be recom-
monded only as a atep-wise progression.In other words, it
eppears absolutely necessary that prior to introducirn: a
massive sevinga eampaign, for example, to promote securities,
partisularly those with equity charactiristics or life insur
ances with a complieated stipulation, a ereditor/devtor re-
latienship with the eredit institution for instance in the
form of a savings aseccount which offers liquidity as iell as
soeurity should preceed. In Intrcducing aiiy new form of sa. -
SRge or in the modilization of savings in general, -he con-
fiéenee of the saver in the new scheme is the most important
oeMtriduter %o ite suseess. It is, however, difficult to
build wp esnfidenss without the denefit of positive experi-
onevs. ’

The wrge to gasble 10 present in many people. A eombination
of savings schemes vith varieus typee of lottery can produce

@%ed results ia eertaia social groupiags. Under this systen,
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part of the . €l tee : TPAt et e
sALVers Pul e nEed Lo T e e b 0y cwhiiok o aoe s
trituted DY Conct LavaTyTs oo el o e b Y Ly e ond
be de.eloup: 1 ior »stioo aces i on oweiioas (onoa Lty her
le.el) for i aanee oo ract s ard b ol T, 80 cose:, h
evepr, the doverwen: recejves ol 4 rabile fisoal o venaes
tharoush 1ts pambior, e 'mpnl;} Alvi e, Ytrepetore, oo somg
miszivings about le': 1o & saviry ; CEr sy nys e occripete
witi, the state lottery, This cogetiLy b rnewld 1n ANy cases

not be consiJderes a real one, as Lhe - tate leottery eomoarad
to tre savimngs lottery, pirsues a 11 fic 0 motivation, At
le st in thelr atti+ e rovaris _hese Lan systens people

react differently.

For people who earn a constant . ore on & regular basia, a
type of wage deduction could be .ntroduced. Under tuls ayete
the company will transfer monthily sa’/inga rates to the sav-
ings accounts of their employevs in a savinga institution,
These amounts can have a lower limit eithwer in terma of a
percentage and/or an absolute limit aiid be possibly commit.cd
within this lower 1imit for a certain maturlty ef approxi-
mately two to three years, Tne transfer of savings neculd geo
hand-in-hand with the tranafer of vages into an aceount in

a eredit institution and, in thia case, the relationship of
a steady wage earner vith a credit institute eould Le estab-
lished on a rether permanent basis. Consideration could also
bs given to a scheme under vhich a company would add a r-« -
mium of sbout 10 § to those savings that were deposi-ed alor z
with the wage tranafers. This would raise the attrac-iveness
of saving fer the employees. Savings institutions, en the
other hand, eculd pay & higher rete of interest for leng-
term savings ss sompared to demand deposits.

Tie motivation to save 1s often associated with (1) the exn-
poetation that finaneial assistance will be extended ia cases
of emergencies or (2) a possibility for ebtaining eredit (as

-
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for example the Savirws a=< - ja’ ; whici, ave 132 ror fre
quent in Africa; or (3) the mott.a ion Pa:  te .. ce d . "0
speelfic reas.n. to save 'cr a de 2. ed ~ su t r

iaves  rent purjp ses, [n cpler Yo cert thee aro.e-, o tel
motivatl rs apc lal 88/l & redlit sysiems (Hu'd ‘.. Ae-
signed for instance, f~r t' - p.rohase of housin,, Susing:s

for marriages and the @s'al, ‘st ent f busiesce ., O @i -
ably, the savin, > & ere’ g, stem w ! | Jrovide o a tolt -
wp eredit at preferential - ditinn. »ith res;¢ * *~ mat LY,
socurily and cest after 1 certain i um period of time,
0.8. two Lo ‘Are¢ years, i.as elar-«d and a certai: minir a-
amount of sa/ings (in relat ve and/ r abselute term. ) hes
oon generated,

The premotion of saving: rust go hanui-in-tand wit: an edu-
eatieon and informetien prograrvme on finaneial planining ana
budgeting cenducted by the appropr ate financial institut  on
for Uw pupulation in general.Ti.is prcgramme shouid not be
1iatted te private sevirgs but sheuld include as part of ti.e
®ocial and politieal education tre basie elements of proper
wilizatien of 1neeme and e to previde for the future. 1n
eddition to the Infermatien given on the utilizatien of se /-
Sngs, adviee should be given on a multitude of questions
oemeerning savings targets much as iLhe legal, technieal 2
finaneial terms and eonditions of eonstrweting a house, t. e
odventage of daving for educe.icnal purpeses a:d their co s,
In thene 08008 & ¢lese ce-operation of the fimaneial inst -
Sutien and ether availadle informatiien nedia is te de rec --
“‘o

o9

The facets of savings should be extensive emeugh oy varia ion
and dogree te meet the mest important metivations stuch as
15quidity, socurity ond prefitadility 1ia the mes: oxtonsi o
sanmer, By cembining the dasic tyjes of sevings, i.e. savings
Scsoumte, owriticoe and iasurence sevings, sdditienal imcen-
14900 son Mo ereeted, o8 for example, threugh sevings seecunia




21,

Seoopper Y A o e EER roa e fle T rec) T oonee
pdew v ere: , sa iy are a1t arioally f«tr b ed o vart-
(uS SAVLIIES A ats, reoaritiex and | - rance prem: s,

Types of savi s whif carpry 3 gl FlSw 4 o long € ormitrent

(mat o ury) can aly te S nesS 0 Ases in whier *ne -q1.20
disxposes of sufficrenn capital with a ri;jh degree .. 11q-
wldit,; and security. 1 rese ca-os tre sasings ac ount wi b

« firaneing inst ta lir will te the moMt approoy a e inatr
ment. Different iating tie rea'es .t interest accordi i te the
maturity and risws involved will feefijtate the transferma-
tien mechaiism and exps d the »er/ices oftered vy the eapital
martet,

Bavirgs instrunernts whieh guarsrice & more or less au.onmatic
adjustment te the feierierating value ef money, fer inatarce,
by waing index elawses, tend to increase the inflationary
pressure.Aliheugh they may poest voluntsry heuseheld savings
on & short-term and trenaitienary basis) in the ecane of long-
torm savings sueh a8 life insurance er bends, however,ne
signi ficant losses sheuld we inewrred threuwgh priece inereases
00 they sheuld be off-set by the compounded interest ord
pooeidle revenuss. A skert-term detorioriation of the velus
of money sould oneoed the interest aceumulated frem savings,
ta opder te aveld irretic o frequenmt imterest fluetumtionms,
Nowever, as leng 88 this is on a trensitienary besis 1t sheuld
mt leed %0 2 leng-term weaheoning of savinge habdits. In Item
32 1% heo elrecdy deeon stated thet velumtary privete sav'se
roquire, 00 ¢ gonerel precendition, a stakilised level of
”“o

In esder % otrougtine e eeviagd prepensity ,ersieularly
of amsll %0 Sodiun Gngd COPRUNPe, Povernmentes theuld deovelep
avings lasestives for thds terget growp. fu e basis of
et cagovisnse 8 ean bo Stated e the seoumnliotion of
tadttal covings R ¢ stoung L0p00t en ¢ NFther sstivetien
% cove onf %het coguelelly enmsll sagd Cernsre 00e Aaflwnsed
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e 8 long-term tasis by go.ernmental sas/ings prom>i’ .. carn-
peigns. This is the reason why attentlion shuuld ve . .ven tu
the widest possible distribution of savers and less Lo the
higheat possible savings volume, From the soclological points
of view, s droed distribution of capital holdings auvpcars
alse sdvantsageous, Aside .rum thece considerations, ouwners
of savings aceeunts are ceriainly, in the political sense,
meve stable as they do noiL tend to show any extrere pol’ tical
viows whieh conld endanger their savings. Premiums f{or .ong-
torm deposits (with s ee1ling in relation to accumulated
savings) and tax holidays on savings including the accumu-
1a%ed interest (with an upper limit) are examples of savings
tastrwwntas whieh sre utilized to foster private savings.
Bowover, 18 hae te be Dborne in mind that tax holidays favour
the higher ineems categories because of the tax progression
ond slthough it may appear advantageous from the point of
viow of & Righ savings volume, it still remains dublous
whother Shis ineentive should Le used from the point of view
of She above-sentiened sociological and educational aspects.
In the ease of high incore groups, governmental savings in-
osntivea are frequently not likely to induce sdditional sav-
4ags Mt will have the effect of reatructuring national ssv-
iage frem nen-swpperted types into government-supporied ssv-
Sage forms. The premetien ef contreciual savings insiruments
should Yo given prierity beesuse of their positive influence
eh Pogularity and lengevity as ecmpared to the promotion of
othee Wpse of savings.
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I1I. SAVINGS INSTITUTIOHNS

.

It is safe to assume that the nunmber of bank branch offices
per capita, their efficiency and their banking policies
exercisc a great influence on the level of private savings
i1n developing countries, As U Tun Wai observed: "a multitude
of differentiatet and complementary financial intermediaries
and financing instruments tends to raise the efficiency of
the allocation mechanism of the capital market".

2%, Nevertheless, the role of institutions should not be over-

emphasized, A newly created institution or conversion of an
existing institution by {tself does not guarantee 99 ipso an
improvement of financing of {ndustrial development (in &
developing country). Complementary efforts must be taken

with regard to financing techniques, the creation of new pro-
jects, their evaluation and control as well as, in gensral,

in the conoeption of a banking philosophy of & new or oonverted
financing institution. '

Although different preconditiona prevail in many cowntries
because of the historically different development of the
banking system whicn may have lead to an abundance of differ-
ent banking institutions competing with each other which again
may have resulted in ocertain diseconomiea, at leaat two major
types of savings and credit institut.ons appear to be advan-
tagsous: '

(1) the profit-oriented commercial banks which operate
within the legal framework to deal primarily with short-
ters financing; and

(2) non-profit financial institutions similar to the Buro-
pean savings banks which are primarily geared towards
‘mobilizing private savings.

' In addition, insurance companies will play an inereasing role

4n the future in mobilising domestic savings in developing
countries, L .
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Turning to the precept of profit maximization in the mobili-
gation of domestic resources, its possibilities appear rather
limited for the following reasons:

a) Commerciul financing institutions hesitate to establish
branch offices in rural areas or to service .hese witn
soving vans because of the cost of collecting the short-
to medium-ternm savings:

b) Particularly, savings from low to medium incore earners
tend to be very small amounts and cause disproportion-
ately high acquisition and administrative costs.

For this reason commercial banks in a number of African
ocountries have introduced a minimun for savings deposits
which, on the other hand, appears to be prohibitively high
for the above-mentioned incore groups. The alternatives for
these income earners are consequently consumption or hoarding.
A non-profit-oriented financial intermediary, however, should
be capable of overcoming these two obstacles and raise their
overall savings mobilization,

A savings mobilization institution should be an entity having
its own responsibility in order to achieve a high rate of
efficiency. This economic autonomy improves the performance
of maragement and staff and creates clear areas of respons. -
bility. This independence can be combined with legal or statu-
tory regulations aimed at specific points to te emphasized,
0.8, the mobilization of savings with particular reference to
low income earners including those in rural areas, diversifi-
eation in investment, regulations to guarantee the advisory
function of regional or central develop.ent planners or ad-
ministrative bodies in the case of financing projects for
the ocommon benefit, i.e. a catalogue of prescribed invest-
asnts, the placement of public officiala within boards and
sdministrations of savings institutions and others. This type

" 9f RoR-profit imstitution is usually represented by a savings

benk and partially also by the oredit co-operatives.




29. Due to an investment policy centered on public and national
goals, a non-profit savings institution is capable to
support attenpts to Africanise on the part of some countries
particularily .in the case of small and medium scaled enter-
prises.

As a rule, commercial banks provide short-term credit which
usually carries a relatively high rate of interest. Long-
term eredit on the other hand is rarely extended for invest-
ment purposes by commercial banks and it is usually against
a high collateral. The channelling of domestic savings into
industrial projects often faills because of this traditional
security-mindedness on the part of these institutions. New
industrial projects or extensive expansions of existing in-
dustrial enterprises involve high risks for which the re-
quired security is generally not available. Consequently,
industrial prcjects have to compete with other sectors of
the economy, such as housing or agriculture, which appear
to be better suited to the security-mindedness of these
banking institutions, '

-

In most of the developing countries of Africa the post office
saviiga system still exists which was established during the
colonial period. The wide network of post offices which
function as collection points for the post office savings
bank and the government-backed guarantee for savings deposit
and other related reasons give the post office savings r:uten
the image of a safe but frequently cumbersome financial in-
stitution. A revamping of functional and organizational aspects
of the post office savihgs system could, in many countries,
inoreass the savings volume and strengthen the capital market
at much less cost as compared to the establishment of new
finanoial institutions. However, the post office savings
system has frequently no ¢¢ Jjure and as a rule no do fagto
independence oconoerning their investment policies, In other
words, savings which have been accumulated by the post office

Y * .
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savings system are frequently nct channelled into invest-
ments but (on the request of the governmen*) utilized for
ourrent expenditures, i.e, the savings are used to bridge
budget deficits, Other typical investments for the post
office savings systems are ‘he frequently low interest
bearing government bonds or the refinancing of private credit
institutions; however, savings are hardly ever used for indus-
trial financing. A restructuring of the post office savings
system into a national non-profit savings and credit insti-
tution which enjoys economic as well as legal independence
and follows (at least partially) an autonomous investment
policy would increase the channelling of domestic sav:ngs
into the industrial sector considerably. A conversion of the
post office savings bank into an institution similar to Furo-
pean savings banks by adding the credit function to thie
system on the local as well as the regional level would
olearly demonstrate tv the savers how their savings are being
used by the institution to finance concrete objects., Past
experience has shown that this conversion can be undertaken
in a variety of ways and in a number of steps which are not |
tied to any chronological sequence. The post office savings
and credit bank may decide, for example, to invest a certain
proportion of ita deposits directly in industrial projects
and use the remainder to refinance developing banks or to
finanoe a 8roup of finance intermediaries such as insurance
companiea, oommercial banks and development banks., An example
of a conversion of a post office savings bank into a natioral
savings and oredit bank (NSCE) can be found in Zambia, but
also in some European countries,

32. The scareity of domestic resources in developing countries,
the limited inveatment opportunities, the limited number of
trained savings and oredit experts and the possibility of
msallocating domestic resources and other related rfactors
give enmphasis to the need for close co-bperation between in-
stitutions epecializing in long-term and high risk industrial
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financing to avoid unneccssary parallel development of dif-
ferent institutions. A case in point would be a close co-

.operation between local development banks and the post office

savings system which would facilitate the transformation of
maturities and risks, This should be possible without a loss
of the econoric and legal independence of the concerned in-
stitutions and connected with that a loss of their individual
impact on the market,

Banking legislation with regard to lenders' protection and
disclosure obligation is in many of the developing countries
rather incomplete and needs improvement. Improvements in this
respect would raise the confidence of the population in the
banking apparatus and, along with that, strengthen the sav-
ings mobilization.

The strengthening of the money market and of the refinancing
possibilities for the banks at the central bank could greatly
facilitate the transformation of maturities among credit in-
stitutions and redress their preference for liquidity and,
combined with that, foster investment finanocirg.
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IV. TRANSFORMATION PRO®TEMS IN INDUSTRIAL FINANCTMNG

Investment financing has quantitative as well as qualiitti-e
aspscts. This becomes evident particularly in the case of
industrial financing. Incongruity between capital supply and
demand leads to financial trensformation problems, In addi-
tion, the need to acocept risks in financing amounts to a
personal ( if not psychological) problem of assuming respon-
sibilities for which attempts are frequently made to avoid
these by redelegating them or postponing the decision pro-
0088,

Industrial financing ceannot be divorced from the questioas
arising from the technical know-how of industrial production
and marketing. Subsequent industrial expansion often fails
not only because of the lack of capital but because of the
lack of khowledge and experience of the entrepreneur and/or
managers who may not be willing to take the risks inherent
in industrial investments, This is the main reason wny the
training of industrial management in developing countries

18 of such importance as otherwise domestic savings will lay
idle, Do misallocated or be siphoned off into long-term
foreign investments.

Industrial financing can also be umed as an instrument to
infiwenoe regional develepment. \Vhen rural savings are in-
vosted together with other sources of financing in rural
Govelopmns oeters, the growing migration of the agriocul-
twal population ocould be avoided and, at the same time,
Govelophaent of industrial/trede production units will be
fastittated in parsiownlarly poorly-pepu.htod areas,

fartioniarly in the eaee of small- and medium-scale indus-

" %908 a pgokage cemasisting of capital combined with infor-

satien n fLMneing prodblems and administrative matters is
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required vhenever a prertuction unit is established or an
expansion ig contemplated because the know-how on these
matters is very often lacking in developing countries. Tech-

nical assistance in such matters as accounting, cost account-

ing and taxation will often be a prerequisite for a self-
sustaining development of an industrial unit. Common organ-
ization and administration of industrial production units
which include the development of infrastructure and common
training facilities have been proven successful together
with the financial support and initiative of foreign invest-
ors &s for instance shown in the industrial estates in vari-
ous developing countries,

Arrangements for a collective collateral could better meet
the security-mindedness of credit institutions. The oollat-
eral should cover not more than 80 - 90 % of the credit
amount. The remainder should be the responsidbility of the
oreditors or the co-signer. A collateral fund of this type
should be strengthened by governmental co-signers. By using
this method,a certain risks selection would be guaranteed
through the deductible; risks that would exceed the coverage
of an individual entreprensur or a credit institution that
should be taken within the interest of the national develop-
ment would thus be covered, The cost of such a collateral
system would not bring about a substantial increase in the
oost of the total finanoing.

In the case of defaulted industrial oredits, it has been
observed that in many oases the reason can bs found in the
lack of efficient credit ocontrol on the part of the aredit
institution. Bspeeislly in cewwxion with inventory sales
volume and price fluctuations, financial deeisions made by
the borrower are often detested too late by the lender and
esasequently, the latter canme$ advise the borrower in time
on these matters.
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Pinanoing could be accelerated to a certain degree throuzh
decentralization by delegatinsg the credit decision to branch
offices of the savings and credit banks, However, this 1lim-
ited oredit autonomy of branch offices often fails ocecause
of the lack of trained credit officers in these branches,
The treining of bank staff is often insufficient, particu-
larly in fields such as projéct identification, project
evaluation and banking techniques and could be improved
through workshope and seminars similar to ‘those that UIIIDO
and other international financing institutions have been
odnduoting.

Past experience has shown that financial and/or operational
leasing offers in the case of certain capital goods financing
as well as technical know how and thereby improves to some
degree the overall industrial finanoing.
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Despite a relatively high rate of economic growth and con-
siderable investrent activity, in relation to the gross
national product, total national savings have showm any

net increase in the Sixties, ‘All efforts to mobilize domestic
savings have been concentrated by the Covernment on publioc
savings, vhereas private savings, especially those of omall
to medium vage earners, have been rather neglected.

Although Kenya 1s in a position of having a ralatively in-
tense network of various capital market institutions, in-
cluding a stock market, the existing institutions, policies
and savings instrurents appear only partially appropriate
for an effective mobilization and channelling of savings
{nto industrial investments.

3, With regard to the mobilization of savings, two observations

were made:

a) The existing Post Office Savings System suffered until
the very recent past from their very compliczted method
of crediting annual interest in the savings boolrs.
Under this system, the savinzs books had to be for-
warded to the central office in Nairobi and it fre-
quently required up to half a year to enter the inter-
est and remit the book. During this period, savers
could not deposit or withdrav their savings, During
the visit of the UNIDO mission in Nairobi efforts were
just being made to facilitate this procedure and to
raise the efficienay of the savings books by adding
a photograph of the saver and to provide the possibi-
11ty of using the savings book in ‘all post offices for
deposits and withdrawals, This will indeed increase

the attractivensss of this savings instrument. In
addition, however, the Post Office Savings System eoan
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only be successful in competing with other savings
institutions when similar services are being rrovided.
As other financial institutions have startcd competing;
for savers and these institutions are able to offer
more services than the Post Office Savings Tanlz, the
market share of the latter is declining as hacs teen
noted in nany other developing countries. This applies
also to Kenya (note the latest World Bank Revort on

Kenya),

Consequently, a co-ordination of services of the Post
Office Savings Banks 1in many developing and developed
oountries appears necessary with particular reference
to checking accounts, overdrafts on checking accounts,
& partially independent investment policy (in line with
public purposes and national development plans) more
and improved means of information concernirng savings,
oto. This may also entail, in some cases (1.e. Zambia),
& ohange of the institution's name and title from Post
Office Savings Bank to (National) Savings and Credit
Bank,

.

8inoe its establishment in 1965 (kv 96.2 million
depositors' acocounts) the Post Office Savings System
in Xenya shovs a rising volume of deposits (x:h

118.1 million until the end of 1971 distributed among
~ more than 617,000 single depositors) although i1t has
& slower rate of growth than, for instance, commercial
banks or building associaticns. In comparison, the
Sotal savings and deposits of commercial banks amounted
to K3x 1,133 million at the middle of 1971, The
market share of the Post Office Savings 8ystem in the
_ OA89 of savings deposits, fell from 60 £ in 1560 to
10 £ in 1970. The assets of the system were rs, .
68.0 million, a considersble proportion of which con-
sisted of loans to foreign borrowers such as British
and Australian firms, as well as Governsent loans. An

Y e Ailling.
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adliticnai S 17.0 miliion were cash Jeprsits witi
the Treasury and xih 6.0 million were hcld as casnh
on hand, Tue rresent contrliuttion of the fost Gifice

Savin-s System to ihe natioral imduoirial devetlopment

is consequently neligivle,

b) Iu Kenya the rate of interest nas teen held conatant
and low for a number of years, which 18 advantazeous
from the po nt of vieu of financlig costs. Vith regaid
to mobilizing savi:gs, Lowever, especlaily those with
a longer maturity, this policy has not proven adequate,
At precent, the pariciriyg comuunity does not or.ly dis-
pose of a nigh degree of liquidity but finds only very
few acceptable projecis. Another reasen why savings
have declined can De seen in & minimum requirement to
open savings aceounts which appears too high (i~
MO0 - 500) which prevents a great number of £nall
savers from depositing savings in the organized capital
market.

4. The credit policy of the rajority of credit imstitu.ions in

Kenya is geared towards investrents and eapital-intensive
large-scale i{ndustrial projects, In cemparisen, labousr-
intensaive artisan-industrial medium-socale enterprizes hLa’e
been rather insufficiently supplied by the cspital rarket.
In genersl, it can be stated that initial capital and leng-
term credit requirements are not suffieiently supplied by
the traditional danking apparatus, This éefleiency oould
casily present serieus problems in the futuse, partisularly
with a view % the over-insreasing umenpleyseat situation,
In generel, eredit iastitutions are pelustant te take on
risks othezs than these that have been tgeditionally abeswrted.
m-mmumcumwppmud fond
for bank eredits which the Gevervasat 15 ot present ool
templating. On the other hand, there appears to be 8 a0
of bankable projects end, 1A gonsrel, the imvestmsnt siimte
18 low. This ia ture hes 1ead %o 8 situmtien where the




Bankting commuinity he lis 5n sbwud- me Af {dle fards, +. a
eonsequence of lesiziation and s ool f les wrlch rae o rocn
for financing ..om forei; . sourie o "he ore rond 1, on
She other, existirg lar,y. --ale = eryrises finarce “roip
ROw investment:s malnly > [ @econ oare i unfics, 1 siew
of the attempts to Afrisani’e tre Ve < on a4 "y, 1 oloecer
so-operation hetween dome~t{n ~pred' v fnpetit ‘i ,ng nA3
fereign flranciers woulld te = .o

™® rele of speciaiized { « . | 4 Sb A sty e,
particularly the Devel. [ - Coav e Cooepmey, e Tl s
Srial and Commercial Irdic v a v o en' Copmopa ¢
ond the Xenys Tourist De.e, Lre ' o roopati . bur aleo
She specialized finarncing n=.1..t 'ns fer avricultural
-@ovelepment eould be strery *hered .Mrough an inerease: long -
Sorw refinancing of ind.s ~la! sec irities by way of (e
Sreditional financing 11stit ¢i ns. The Kenya Centra’® ‘ank
oouldd make specisl previsi = tc aid the refinancinc f
owih securities and medif, tre reser e requ!rements fcr
fineneing institwtions. This stould also attraetr tre fost
Offiee Bavings Bank, whieh now has added new functions.

Speeial emphasid showuld be giver tre ‘raini g of baa! ra
0%afY iavelved 1n grenting credi' and loans, projec: eval-
wtion, oredit managesen., ete. A parcicular need o .rics
Wee of training wes fownd 'n tre credit ee-operati es,

e Cemtrel Daslr for Agricultwral Credit Ce-eperatives anc
9 Cv-eporetive Paakk of Xenye. The agre-besed indusiry and
selatal drenchoe @uld take advantage of the treinin: faeil-
80000 of his apoetalised eredit fnetidution. A semirar feor
3adintrial MNasnefing should, of course, de spen to oirer
Salarected finaneing Snstitwttons and govermmeant officials.
A povttetpetion of M0 Dudustrial Swrvay ond Preme: om Contre
of W0 Miatotry of Comores snd $ndustsy in sueh & fineneing
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Tre industrial developmen'. {in the Iuiar. apears insuf{ieient,
More tran 8¢ L . the popila ‘o 1- e, ed dnoone fro agri-
eulture ani 4t 4 of the expor! re/enues are derived f(i1.m
agricuitural produets. IR addition, an 1ncrease el .e per

.

capita inecme has been stified by the rap:d populeting groot
(ar alditional %0 % in the past 1, years).

The Je ‘elopmen’ of a modern Sulanese pan<ing sys.em stands
als. at 1ts be inn . rg. The inflew ef fereign caplta' (par-
ticuiarly to the fermer foreisn-owied credit tastitu. ions),
a geopgrapl.ieally imbalanced distribution of bank L raneh
effices, low investment aetlivitles eerbined with & more er
less stagnating savings elimate have made notieavle ad/ances
in the éevelopment éiffieult., The political inseeurity, the
senfliet 1n tne south of the evuh.ry wiich abserved eon.slid-
erable resources, a eertain reser ation tovards meoney and
banking eaused by religieus ard soeiolegieal reasens, grewi s
Gomands en the esoncay te serviee fereign debts amd Lhe pro-
gressing inflatien tegether wilth the lew per capita L..come
ond a lacking cenfideree of the pupmlation in fineneial in-
stitutions have sentributed te a lew domesiic mobilizatien
of savings.

In the wake of the 1969 revelwtion, eredi! institut ens were
mationalised and with initial susesss on attempt was rade ‘o
fapreve the sredit sgpesretws theough reerganisation and by

mmmn-mmx- with o viow Se ashlevirg
She geals of the Pive Yuer Pian. Aacther attempt to is-

preve the fimsasing Savestaste eoa b srea 1A the Sowl-
comsnt oad preastien of Whe Indwirial lavesr.owt Ast (puseed
5a 19T2) vhich provides gemereus ‘an ond sepitel semiristien
cpporiunitics fur (feveign) tawelers,

1
|




ahould primarily Ye csren 0 e - ¢ ot i) hoar o of cars .
T™hese sa/in 8 canct s eastily ' rediracted intr Ve orpantiica

eapitLal mariet throw ! an ircr- «=e In *he rate of in*eres’ au

through a bu ld-up of « nl.d Dothe tarking frolitution..
The Post Cifice Ravirye T, = - 4 15 ¢t among trne fnstite-
Sions which en!.y a relarive] . b reritati m in t'e popu-
lation wit! res;e-t - se~uri'. A Ilqaldity of ravings, In
eddition tc an crgaricati ra’ o« ar-dtap (C-p {nstoncee, by

fntroducing EDF) the Pust Off e avingy iystem hao at ore.ons
Saken the (ritiative tu prone' = shui-~8 in gchonls and by
offering lottery bonda, Trh: u'fl 31*ion of eolleatr~: funds
from the Post Office Sav'rn s . s 1 .re exclusively thro. oo
the Ministry of the Treasury ! ... alsoc guar:nterc t. e dep -
188, Persistent budsetary de-aicls have up to now prevented

e (pertial) independence in tre iivestment policy of ‘he Post
Offiee Savings Bank, Mosi of trhe savings were not e en use!l
for iavestments but in finauc.n - recurrent budgets, Throuch
180 218 drenchea the Post Office Savings Bank collects at
Ppreosent eover %} million deprsitea in 200,000 sa-incs ac-
oounts,. During the last few years the number of neu'y-oven:d
0avings aseounts in the Post Office Savings Bank exceeded
e maber of closed sccounts 2¢ about 10,000 per ainam. In
oomparisen, the eommercial be:''s with their 70 brancii off! ¢5
ool leeted apprenimately the same volume of savings depos’t
00 the Peet Offiee Sevings Dank,

By previding teshnieal assistance in the developrent of pro-
astiens] schemes ond the reorzanization, the volume of sav. n:s
of W Moot Offilee Bavings Bank could be increased. In addition
50 choudd do seeemmnded to have an international excert ex-
andas he pree end oens of eenverting the Post Office Savi:s
Sash iate an fadependent filaancing institution. An objective
Sovestigation weuld faeilitate this deeisien for the Gevera-
aant. lessntly, e Pest Office Savings Bank has no imdepend-
GBS o00us and 100 odministretion falls within the jurisdietion
and centgel of W Deopartmsat of Post and Telegraphs of the

Y 88 o Bubasese pound.
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Ministry of Co:mnunication. Part of its rcorganization and

the expansion of functions would have t> be seen in a partial
financing of pubiic and private industries, preferably in
consortia with foreign rinanciers or with the Industrial

Bank of the Sudan and other capital rarket institutions. It
goes without saying that such an expansion of functions would
necessitate the development of a staff of industrial credit
experts for the converted bBank.

Through the initiative of the Cassa d4 Risparmio delle Pro-
vincia Lombarde and the Association of Italian Savings Banks
4n co-operation with the Sudane:ze authorities, in particular
the Bank of Sudan (the National DBank), legislation vias passed
for the establishment of & savings bank in the southern Sudan.
This institution will soon be established and its experiences
oould be utilized as a model for similar utaMighmnts.

The assignment of an expert in industrial financing to the
nevly established Savings and Investment Board appears to be
of ismmediate importance. This Board, which operates under
Government auspioces, has the task of determining the general
targets of a savings and investment poliocy for the Sudan with
particular reforence to the possibility of mobilizing small
savings. '
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1. Although the savings volume in Botswana was founi to he
satisfactory, the national de -eloprent and transformation
planning of these resources remains problematic, In 1971/72
the ratio of capital formation to GDP (at current prices)
was 56 % as compared to 289 in 1967/68. The receatly com-
menced exploitation of mineral resources will increase the
§ross national product rapidly. High rates of growth have
already been observed, as for instance the per capita GDP
(at market prices) which has doubied in spite of an annual
population incrcase of 2 - 3 94 and a high proportion of
subsistence agriculture during the last four years,

2. The revised Customs Union Agreenent with South Africa, which
was reformulated at the end of 1969, has resulted in higher
revenues for Botswana, Efforts are continuing to increase
revenues from this common source. As in the case of lesotho
and Svaziland, Botswana has no Central Bank of its own, but
all three countries use the South African Rand as their
owrrency and legal iender, The two commercial banks which
operate in Botswana report directly to their head offices
in London and work in close co-operation with their branch
offiocea in South Africa. Building societies, insurance eom-
panies and other financial institutions are aiso under the
strong influenoe of their effices in South Africa,

3. Industrihl development in Bobtewana is not so much linited
due to the lack of financing but because of the lack eof
entreprensurial initiative, Aside from this aspect, the
sltermative whethyr te use damestic op foreign financing
for industrial projects ia. 8 gost and security problem, {.e.
. fomeign soft leens inelude teshnical know-how whereas domestic
GPSAit in generel)y more empensive, sbort-tern and tied to
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stricter security conditions. Due io the lack of well-formu-
lated project jdeas which would meet the gecurity conditions
of domestic credit instituticns, substantial domestic Bav-
ings, especially those that are collected in the two com-
mercial banks, are peing channelled to South Africa and in-
vested either in South Africa or through the banking systenm
abroad.

85 % of the population live in rural areas with little or
no cash income. Their most important store of savings lies
in cattle. An jncreased monetigzation of this population
group could mobilize potential savers.

In addition to the existing commercial banks with their
pranch offices in a few urban concentrations and the small
pumber of credit sociétics, the Post Office Savings Bank
with 73 branch offices appears to ve predestined to serve
this potential group of savers. As of 31 ;ﬁarch 1972 the Post
office Savings Bank held approximately RLSOO,OOO balance due
to depositors (as compared to five years earlier - R 226,000)
which were distributed over 12,000 accounts. The ti}o eommer-
ocial banks with thirty-four branch offices held, at the end
of 1971, R 20.61 million in deposits of which R 8.83 million
were considered demand deposits,

The Post Office savings Bank could improve its mobilisatiba
of savings through:
a) an alleviation of their manpower eonstrainta; and
b) by making provisiens for & more streamlined bankilg
nmwmummaammcmﬂ-am
sndependent investaent pelicy. |

As point a) 1s & prerequisite for point d) and & solubt
te the mempover problem depends very much on &n
image of the bark, & esrtais vieious circle eniets, ne

°’ soms time Whe Govornment had Doen contemplating whethép L
transform ¥he Post Offies Savings Bank dnto & para-sufivel

2 *
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body within the OQovernment. In addition the co-operziion
between the Post Office Savings Dank and the National Develon-
ment Bank (NDB) could be expanded. At present, the main
proportion of mavings collected in the Post Office Savings-
Banks are channelled into the National Development Bank as
deposits; the remainder being claims on the Government are
invested in water developmem': and electricity.

The National Development Bank (established in 1964 ) and the
Development Corporation (established in 1970) are para-
statal ocompanies which extend long- to medium-term credits.
Of the R 1.283 million loans at the end of 1971, more than
oms-fourth went into housing as the most important credit
oategory. The oo-operation of these two specialized insti-
tytions with the commercial banks should be expanded. In
Whis connexion it was observed that the development bonds
whioh have been issued since 1970 have not been utilized
suffioiently. However, extending the National Development
Bank's functions to accept savings deposits would only
mobilise merginal savings because of the lack of branch
offices. The savings schemes provided for in the Enactment
Llaw for the National Development Bank have not been realized
So-date. Their rsalization (in co-operation with the Post
Office Savings Bank, building societies and other credit

imstitutions) should take place as soon as possible to offer

6.

@ more attrastive contractual savings package especially
dosigned fer employees and cattle-breeders. The establish-
mat of a leasing and an insurar.ce company by the National
Dovelopment Bank will result :ln the expansion of its insti-
Sutienal netvork.

Soriews muon should be given t¢ the realization of
ﬂmucmammmmnm in co-njere-
 with the DI as there are at present neither irdependent
ot eredit policies nor regulations governing swch
m a8 diecleswre obligations, mmuu. eto. fer the

g E e G it
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financing institutions in Potswana. Banking and monetary
legislation touches the sensitive qu2zstion of overall re-
jations with the Union of South Africa., Certain national
(industrial-) investment guldelines for the domestic com-
mercial banks and partially also for building societies
could also be developed without legislation Ly way of ne-
gotiations. A system of guara‘ntees for industrial invest-
ments which have been given priority by the Government and
for those that serve rural development would support a
stronger engagement of commercial banks in the finanocing
of industrial development in Botswana. In addition, the
minimum savihg. requirements at thrift and loan assoclations
could be simplified and the co-operative development trust
should bs given more of a Central Bank function in its
relationship with the credit societies,




ADCTED REPUT =10 O TANIA'

1, As 18 the case in many of the other developing couvniries,
& mobilization of domestic resources has to begin wiilh an
educational process with particular reference ito r~ciey,
income and savings habits, At‘: present one-third of the total
money supply in Tanzania is not eycled tl:ough the tankinc
system, but is hoarded instead. In addltion to an educationzl
and informational programme, the Lanking systemn nceds to
adjust its services to the particular needs of (potential)
savers, carry forvard lnternal rationalization imcihnds and
expand its branch office network into the rural areas.

2. It was observed that the institutional frameworl: is fairly
well organized in Tanzania for a mobilization of fir.ancial
resouress. The National Bank of Commerce is the largest
financial institution in the country. In March 197%, the
number of accounts reached a total of 280,000 with deposits
of 2,000 million. Forty-eight branch offices and 47
agencies provide banking services in most of the important
settliements of the country.

™e National Insurence Company has sold to-date only 20,070
1ife insurance policies. Its marketing system could te im-
proved by using oertain financial institutions with a
dooontraliszed branch system to act as agents for the insur-
anoe eempany. By offering insurance policies and advice
shrough these outlets, expensive branch establishnents of
the inmuunee sompany eould be held within limits,

3. .The Targania Nousing Bank (wvhich started opsrations on
| W a97y) was established primarily to collect savings
for Y Angrevement of $he housing sitation in the country.
. Pvem the industrial develepment point of view, this bank
aampt 28 Wiilised. T™he Tanzania Rural Development Sank and
\h m mmt Bank, on the other hand, const titute




important financing institutions particularly for agricultural
and industrial large-scale projects. Their refinancing is
based Lo a considerable extent on intcrnational softi loans.

An important institution for the mobilization of domestic
savings to be channelled into industrial development is
the Post 0ffice Savings tank. Towards the middle of 1973
this institution held more than 300,000 depositors.uvith
deposits of about TSh 60,000 million,

The Tanganyika Tost Office Savings Bank plays an active part
4n mooilizing domestic savings through a nation-wide network
of some 185 branches. The Government of the United Repnublic

of Tanzania now wishes to transform the Post Office Savings
Pank into the People's Savings and Credit Bank. The objec tive
is to provide the public with a banking institution capable
of offering broadei banking service combined with an investrent
policy which aims at channelling a substantial proportion of
mobilized savings into the industrial sector in line with the
targets set forth in the National Development Plan. In this
contex: recommendations will be prepared to be acted upon

by Parliament in May/June 1974, They will include inter alia

a streanmlined system of granting personal credit to depositors
and a savings and credit information scheme for individuals
as well as the public in general through savings education
and campaigns.

The assistance requested should be provided in two consccutive
phases as follows:

Ihase One:
A study of the economic and legal aspects and eonditions under-
lying a cenversion of the institution with particular emphasis
on
(1) recommndations for savings and aredit wobilisatiea
in Temsanis, concen¥mting on the rwral areas and the
low inegme groups; . .
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(2) proposals on how this can be achieved effectively and
expanded to reach the majority of the potential cliernts
in Tanzania; and

(3) advice, in consultation with the Attorney-Gercral's
Chambers, on the draft law to regulate this prograrne.

The resulting paper will serve the Government as the basis in
deciding upon the viability of convertinz the present Post
Offioce Savings System into an institution with broader func-
~tions. It is envisaged to provide the assistance which wil2
oonsist of the services of one expert for a period of three
months (Nov. 1973 - PFeb. 1974) on a bilateral basis (Republic
of Austria in co-operation with the Austrian Savings Banks
Association),

Fhase Tvo:

One acceptance of the People's Savings and Credit Bank Act
by Parliament, a second phasé of assistance should oce required
to realize the new functions of the bank as stipulated in
the Aot. The objectives of this part of the assistance will
bes '
(1) to advise on the capital and financial structure of
the People's Savings and Credit Bank;
(2) to assist in the establishment of a Credit and Loan
‘D.pnrtmnt with particular reference to:
= the formulation of appropriate investment policies
inoluding recormendations regarding co-operation
with other financial intermediaries;

= providing guidance for debtors to assure proper
wbilisation of credit; and _

= ostablishing a oadre of loan officers, especially

. for sxpanding services in rurel areas.

(3) te advise management in the overall organization,
parsioularly in the design of organiszational charts
.imeluding the definition of work-flow and areas of

- yrospnsibglity;

(l) %o advise on lmopriabc technical equipment; and




(5) to instruct the public at large in matters concerning
money and savinigs through such means as advertisemnent,
savings education, savings campaigns, etc.

It is anticipated that the above-listed (second phase) assist-
ence may be obtained through UNIDO in co-operation vith the
International Savings Banks Institute, It will consist of

the services of two experts for a period of 9 - 12 months
each, one expert concentrating on points 1-% and the other
on point 5.

5. Along with this conversion it appears advisable to integrate
the system of credit societies which have not shown a satis-
factory performance during the last fow years into the
People's Savings and Credit Bank. Through this incorporation
such matters as organization, liquidity position and credit
volume, which have been constant oonstraints for tre small
individual credit societies, could be improved and, as a
result, the overall savings mobilization would be strength-
ened. Particular emphasis should be given to the mobiliza-
tion of group savings schemes for small savers, A concerted
effort in this direction promises success because, out of
a total of 600,000 wage earners, 70 § have monthly incomes
not exceeding 1Tsh 350; in the case of farmers only about
1 million, or approximately one-half of the population have
cash or non-cash earnings valued st about Tsh 3,000 an-
nually. 1/

1/ The United Republic of Tansania: lp«ch by the Honourable

the Minister for M » Introduging the Eltia-bu of Revenue
and Expenditure 1973 to the Naﬁionll Assembdl 14th June
1973, Dar es Salng. :ud by the Ooveynment 1ntor, 1973,

Page 8.
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The per capita income in Zambla stends atb 8oz 360, vhich
appears relatively high for a developing country., Hovever,
4f 1t is adjusted for distrirution, it is found that the
majority of vwage-earners recetve less than $ 80, In ad-
dition, a relatively high consuaption of luxury ftems such
as alcohol, automobiles, ctec., have a negative influence
on the private savings ratio,

The nunber of banking offices is sufficient in relaiion to
the size of the population. In exaniniig the credit mecha-
nism, however, it was observed that the banking system shonld
become more involved in the pianning and financing of the
intensive development zoneg currently being conceived for °

the development of rural arcas in which a basis is being

established for small-scale industry and handicraft. Generally
speaking, a package should be developed by the credit iristl-
tutions which would include not only the financing tut also
advisory services as well as internal auditing for the in-
vestors.

The banking system has been undergoing a reform in lire vith
the nationalixation and Africanization movement as well as
from the point of view of a better division of labo.r anu
ocbjectives. This process, which started in 1970, nas not yet

‘been completed. Although pare-statal large-scale projects

appear to be fairly well supplied with financing the credit
swpply for podium-soale artisan-indusirial entrepreneurs is
net suffioient as yet. Partioularly the commeroial banis,

. viaieh are strongly oriented in their business policies toward: :

Rgropean banks,have shovm a reluctance to provide kng-tern
m-mu and a very limited interest in requirements of
mu savers. As about 70 ¥ of the demand, time and savings
M“ of the private ssctor are channelled into these
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6.

could be retinanced at leas. pertially throgh tte existing
banking system. Proper means f.or this purpose woul! he, fer
{natance, '‘he acceptance of nediun- and lemg-term securities
through certain credit i{nstituilons, conseetial finaneing
in which the lorg-term follow up financirg eould be umier-
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and Credit Bank would be desiraltle.
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attompt te provide better banking services fe@ their eustemsrs
on ono hand, ond on the ether, epean arenuse for iavesting
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could charnel at least a part of their deposits into siall- to
larce-scale industrial projects. A functlonal expansion of the
existin: Post Office Savings System, with its widely distrib-
uted netvork of post offices,the introduction of legal and
econonic independence, the developrent of a (1imited) autono-
mous investient policy which inqludes the possibility of granting
credit to industry, has been undertaken in two of the African
countries. With referenx to the existing credit societies, an
attempt should be made to provide these institutions with a
certain liquidity- and investment pooling in form of a co-
operative Central Bank. The credit societies could transfer
this function to the national savings bank in close co-opera-
t4on vith the national development bank.

With regard to savings {nstrupents, an introduction of the
lottery system should be exanined in case this has not been
goalized as yet, Improved information and advisory schenes
witich deal with repayment of oredit and varioua other organi-
sational aspects provided by the financial institution would
help to slleviate the defiocieney in future Afriecan entrepreneurs
particularly in the rural areas. The prerequisites for this
purpose, that is, for training faoilities, will have to be
established in the credit institutions.

R
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Table 2.

Population in Gross National

Sountries 1,000 . Product per capita
(Batimated at 83 1971

mid-1971)

Botowana - 618 160

age 11,670 160

Senbia 8,250 380

Snten | 16,13 120

Saneants i3,049 110
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