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1.   In  i s ce it     «, u "fi   K   ¡ins   IM     i   ' ii 

• ccKio-;ie  de . u lop,.-. ¡.I   L*  t./-   ,•.,    .       : . '.  <'•' . t 

arabi« •xtf:.,r   on co.,  »,<j t >   '.,*»   !   .« u;        .'.• > -fc 

Uiair  rta-iuiïil   ¡-^vl.^n .• it   »^,   :     1      ¡   ;.o./  o f'e 

thea«   »••ï/ii^;-.  aro   f;h«r» !<• ' W;d    I  .-^   ¡;<>ü..,.li . c   ¡ nv< ./. 

Thiti   Is  also  r   n«<;*ed   li¡  'u i-. i oi      i   o!    t,> t   in.ci 

Dave l opr^ant  fitr'itrf.y   oí   t   ';   ..cr-'ui   l i 11 : t *•• • i   í.'i    ioti;. 

wmnl   Jec-ide     aio!,   s» t.it * s   ,.    er    .[j.:*:   " hew \ - ;>' n¡r;   <-. 

•uat   m*d  do  i':iir   the main   i >.. ; .. >..-,it.   tity   í.<.    Í   :. 

dava I oprnfat. . ..   iwery  eíí  r'^.   ..¿I   io   i.^ce   io   "   bil 

aavinns...." 

?,  Against   this background  I-A   ih Lt-u  í.I'.IWíIS   'I :KìU.>I:    . :   ;.-vr- 

opmant Organisation  lrìan.,1 >it->d  Ui  lv/'l   «   pi'> um « i.   :••!•    ¡'- 

al mad  at  dove lop Inj?  ntw  mr-tn'v.k, and   'eohn.ques   to no..) ì 1   e 

domati»  aavlngs and   to  o', m. i .1   ir.f.Ti  into   ind-.iotr'« !   oc/e.'.;: 

•ant.   In lina with  th<»       terms  of   reference  Ui.'lDO uri<iprtv.K 

a aurvey miaslon with a duration of  i'nur weeks  to  five   se- 

laotod African countries  ir   orner to explore  tht-  «r:ous 

poaslbilities of mobil!/.in.;  domestic   financial,   res.  .r,        :".'. 

induatrial developt.ient  and,   as a  result,   prepare re.o.    ri>: 

tieni vhich would enable developing countries  to   Tir.' "tee  i:... 

trial  projocte through a -obi1 i;^t J on of  the • r capita'   v^- 

aouroca and in thia connexion to assess  the  need of rv'¿>u i 

t«almical aaaiatance  to be pro/icitjd by UNIDO.   Er.iphas ' :. :;a ¡ 

plaeod on an axamlnatlon of existing inatitutlona ui'r  '.h;? 

vlow toward providing technical assistance  to strer'-tr.en 

thtlr organization strueturas,  ir.a narrant,   staffing f.:vi op- 

tional   procedura»,   ''or this 7.1; r-»--:  ":•.  "•.  "•--:,   :-',-T-'.-: 

\Ktik txp*ri  ?rd " a'.""TT?C  s*.-*-" -f-.".;r vJ.-'**'!  *.'-     •--••- 

aaurtrtaai . «otr..-v::s, ' 7e.Vt, 

^ Suean, Unit«! Kapuclic of r.?r.^.-.i*. r.n.i Zi.-i-.r. 

3. Tht follov.ino report i» not intende! te  offer a co--r^r.er.- 

•ivo oeeount of tho various financing schere« or t'/.c differ- 

proroquloltoa for invectmenta, aa thoro exiet a rreat 

• 



numb«r of excellent   studies  on  these   topics   (som*  of which 
are  listed in  the bibliography).   It  should,  however,   present 
specific points  of vlev, on the above mentioned  Issues ss well 
ss supply conerete recommendations   for  follow-up aetion »f 
IMIOO in the esse of  the individual ly-examined eountrles. 
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*•   JAVINQ3 MQffTr.J7.AT_!...:_l_r:f  f^ihAL 

1.   It  Is an undisputtd   fact   that   finançai   resources,   t.,e 
essential   requlrerient  oí-  any   in/esimer:,  and/or day -v> -<]*/ 
op»r»tIon of an enterprise,   mrm  Lh« accompanying  a::    e,l 
• • the limiting  factor*  to   further  Industrial  and  eroi era • 
development,   although the  c%unai    and   interdependent  rei at. 
•hip« between   financial  development  and economic  gro./th  r;iay 
not always be  oxaetly knovn. 

3. Di firent opinion» and conceptions ex! Et with regard to tht» 
financial policies and targets pursued by industrial enter- 
prises and financing Institutions and from the point of view 
•f national economies, in particular, as generalisation* in 
this respact oan only be nade under certain assumptions be- 
«*use of tí» differentiated pre-conditions. However, it is 
•«111 widely accepted thatt 

>. Ths financial   structure  (in particular the relation of aquit; 
to Isa» eapltal and *.he intaraction of short-term anu  long- 
toi» fi nano in*;), the cost of financing (interest and auxilie- 
rjr i9ttd)#  tho suitability and  flexibility of the  Intermedi 
•17 financial Instrument* (forma of savings and credit,  col- 
lators! lnatrvaaants, etc) are important factors which have 
• direct baarin« on the growth of industry and that, 

4. it la désirable, if net Mandatory, to finance at  least a 
oorWla proportion of total investments fro» doswstic sourceü 

t9t reasons of Maintaining control ovar the national economic 
oo^lopaoat «ad to psrtlolpste in the revenues derived froa 

5. *t prsotnt, public savings, vls-l-vls prlvsto savings» play 
• «Mlslvo rol« in Ito developing count ri as. Tho masuros 

to latroéues or to strengthen Incoe» taxes, to iaprove 

m^Mà^^* mÊÊtÊÎÊÊriai^l^^^m^M 



the   incidents  uf  < mp. r*    x>   >.-,   ••  , 

higher ra*es on  i.jxur-.    -    •   . o   ¿ 
Successful   iTorr  the   p<,,••.       ,¡        t.        .    , 

theless  reven *»s  POUKI   ..»•   , n   ,.   •,.• 

through «  reí  r- of  ",e   • »/   d | .  ¡,     . , 
thrush  a  mere e: fe   ' ! >.r   ,>,,i   . . 

taxes,   th#  comici   of  *.**  e   -»M   Q,   t», 
not»,   howf ,'i-r,  th.it   in  p.. t r, -,•   • 

•avi rigs   from taxât it»   irv   >r*> t   pr, (<.,,-t 

subject   to  eer'.a'n  0 «n.-•     ¡    ,       ,, ;it   ¡ | ,, 

she Id  riot   be  "M>TP\     .h;.    •    •   •      ,, . 

A  taxation which  is  too  h r>,  *. .j  t ,     ,, 

. ni t 

• ' i   f 

fere with economi. .row* h   í») i   <H 

r.a,'ì!j, 

.    1,- 

« : 1   rath -r 

u • vf r 

< ::;t hnr-% 

1 ' • t   t o 

.!   ill 

,    ir*" 

, 1 f., 

• '    '•>' e~ . 

ì :   mi er- 

oi   j,he 
und population to work and ¡,„r¿i, . , ,. ,, ,, 

tax system can encours,-e the <•.. nve,xi I4 ui crocio,-u lJM for 

subsistence into a prMucMon i.r m,,,,, llkume. Another im- 

portant target of fiscal policy „M, h n*y ultimi.*! re.ult 

in s higher volume of re • nue., IL, to r, 1 p l( a<;M«*v«. a mure 
•ven distribution of Income  a¡«i wonitf; 

6. Deficit  spandine «nd  the  creatitn of money are  short-term 

si tenuti vea to making resources available  for  investraent. 

Thay set,  howvtr,  as medium- to lor*;-term growth inhibitors 
becauee of their detrimental effect on the  va;,e  of money 
and the distribution of income and wciiu,. 

7. Salf-financing is another important source of ^ání,.,.  How- 
•var, developing countries should consider: 

a) that In the ease of an enterprise which has (partially) 

tmnlgn equity participation profits should remain and 
*• invested minly in the developing country.  Although 

• aartala proportion of profits will nead to be    rapa. 
tarlata* to the lnvaator, 

») that tax lava will «how preference to those parta of 

**• profit that ara ra-inveated as compared to thoea 
whlah win »a  paid out« 
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t)  that   »•ir-rin-ncirvK    -1,1   not  f done   for   >t,   ,• n  saiiP 

•ao.ei.iiy m th.  case  of ent.rpris.«  with . ..,   ,,... 
«•*.ta.   resulting   in  larga  financial   xcur^ 

*ing  .1-7.  r.-ln*..t.d   in th. ..„.  .nt.rpnse  váth- 
•«t  th. control  .nd   itMri,«  function  of  the  r^it.l 
mtkmt or without  consideration to the n-tic   ,)    iev^L 
•pnant plan. 

•.  A.id.  fro«  foreign  Mnaneln«  which was nrt   lnv„tl„,t.1(J 

ê*ri* thi. .lMl0Bi hoU8#hold 8avlnc§ nmain as a; 

tant aourc. of   financing.   Th...  .iVlnfa    ar# ^^   ln 

»-rtleul.r.   to covr th. diff.r«nc. ftw.n th.   leve-   0r 
mal  inv.atm.nt. .*, th.  r.«oure.s ac^uJ.t.d   th~oU-/ 

«rîîcir.rea~ of pubuc in^nta) ^ ~ 
9. Mowvr. voluntar, hou£.hold ..via«. h.v. ,0 f.r remained 

«•»roportionaly dormant. Th. overall investment activity 

to *"io*«f countries wa. «„dually raia.d  in  the Sixties; 

•f^L."* Í '"'   f0r ln,tanCe'  th* •nn-1   «t. of growth 
ITTI    . ' in ml  ton» which i. uaually high.r 
-ÜT.^ ^•l0P^ "«"«•*••.  or th. ratio of «roas inve.t- 
•*«>*. to th. groa, national  product which i. now not much 

ÜI!LÍÜanJn d#"l0|*d  •<««"«*••.  friv.t.  ..vin*« on the 
t«*«nr. hav. r.iativ. to th. gro.. national  product in rzins.T%rtM "for 9xampi*in Afriea- •ho- 
Lîuî      Î — ln *** P#rl0d 1961 to Wl  «nd in 
f«l.t|M %. th. ini«.tri.li.^ eountri.. hay. rtnained on 
»• •*•««. •ufc.wntlalljr lo*.r <pu..r.f.r to Tafel. ¡ ). 

to. tmm th. ^rt^ ^.^ ^^ mvm th9 iom propenfii     to 

•»»•, to aWolut. and wiitt* fm. in.(Afri0.n) d.vlop- 

•anvioaad. xt aunda to mam that th* »#*«•.»•... * te MM^«    *^ . **•••»•• *nat th» nod«rat. ir.oon. and 
»ftUtfÉl,  UM lo» 1^.4 #f «MHlutiea ln rur,1 tpM- 

U lap*«. Mviots. •ew.v.r, en th. b««i. of various 

JSk 



!ei i-1.s 

progressing  "vnt-i lu' 1     i i   ' '• •    ' • 

• nee   evon^-.i   t.-   »  tart    - a»   e' 
increasing ir.< • «¿ In at :..*<--• t.-- 

ixpeo ritlon IN a ri." . .#.', " '! f ' ;* 
liigs capacity sv-lT -ai 
major [. -ol i r. i ¡'a' and t>'.>: 

creist in the s»v,n(s 

is frequently sjnnh in,- o .-tin.-t 

of h -ardine; when only  tr>   .erjtf   !
ïI 

t >-     r' r ff   í '    .    Wi   : f 

\   * f a      Uif 

• ! i    ; r• 11 "   a        ¡I f i s' • 

;-.   d    * hfr*    '' f .'*  u ! ! y 

<      .'V    , n,l r 1 i >-<.    W ! t -.     ; f,t; 

•.-i i/t    r.ì { f.f'ü   ' he f a v - 

*>.w.,f»   oountrieí ./''¡tri 
'. -j - ' #H   * f-   ;'T . n - 

i -i   meftsur'1'!. It 

t,ey      '•".   h*.     *•<•» / ->.   i n   forvi 

•>fr-:,   -, rr   pre va 1 1 i. i r. 

11.   In  order  to or,;vl;.    nr,    'M<-"'1--      ».ut -vi   n  of fior-erti- 

livings,   a   concentrated,   we i 1-^1   :    » i  *-ff/. *    is  neer.-.-u   on 

the   part   of the appropriate    Go  >=• ¡ - :••'*• nt   mi1 f -.ori t ies,   the  ad- 

ministration and  the institution^   '. nvoì '/fi.   A   national   sav- 

ings   programme has to en * o-ripas;-;  ' r."   tbr«.-*«  •-• t><> ve-mentioned 

sources of savings and   co-ordinate   thtm because  only a vrell- 

balanced  relationship betvreen  put I i e ani  private savings 

will  lead avantually to  a  potentially optimal   instrument of 

the  capital market and  to a  stabilization of social   and 

political  condition«. Hsny  of tha Governmental  attempts to 

organize a mobilization of savings are only partial  (l.a. 

they concantre te only on urban agglomérat lona,   on »pacifie 

institutions or inatrusmmts,  ate.) or they ars short-term 

eonoeptlons and ara poorly conceived or executed In terns 

of thair organization so  that visible successes  can be on!/ 

partially achieved. 

18. A long-tarn aavlngs program -  is to be    integrated into tha 
national development plan,  la particular,  froa» the point of 
visi« of industrial ana fiscal poliolas and should bo co- 
ordinated with those. As Ion« •• tha bulk of savings oon- 
•lsts of nominally fixed do posit», it will bo necessary for 
s a tao osas ful «xooutlon of a long-tore savings policy to pró- 
vido for tha highest pooolblo degree of stasi 11 xstIon In 
domestic pries lavala. 
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11 • SAVi::a:¿ i;.;.;?, 

13. I« the  firat place savings  Instruisent s should meet   t-.e  re- 
^ul rement a of savers,   and  secondly   they   shi.uM   pr-,, •: le   ful   -, 
the  poeaibilitles of  transí orna\ i c u   into   pru-Juctivt-   ; f, .P>-t -• 
»enta.  In developing count ri è a savings habits are  - ••<• '•, • y  in- 
fluenced by social ami  tribal   traditions.   Consequev.lv,   saz- 
itela and credit  inatruments must  take  there deep-rooted 
habit« and  tradition«  into account. 

14. Jewelry,  cattle,   land and hoarding of cash are even in high! 
developed money economies alternative means  of  invest   • rr„. 
In the developing countries,   a high  percentage  a savi.igs   is 
aeeumulated in thia manner.  The confidence  in moneti ¿ed say- 
ings ••» be only gradually stimulated or augmented c,y edu- 
eatlenel eeapaigns, the creation of simple savings  instru- 
samts and da pa ¡viable Mvlngs institutions. 

15. A transition to * higher"  forma of aavinga should be reeom- 
•••*•• •»!* •• • atep-wise progresaion.In other words,  it 
a Beware absolutely necessary that prior to introducing a 
•»attive »swings campaign,   for example,  to promote securities, 
particularly thoaa with equity charactirietica or life insur 
saces with a compi lea ted stipulation, a creditor/debtor re- 
latleaahlp with the eredit institution for instance in the 
torn »f a aavinga account which offere liquidity as well as 

rarity should proceed,  in in.treducing ajiy new form of ssv- 
ar 1« the mobilisation ©f aavinga in general,  the con- 

•t the eaver in the new scheme is the most important 
to ita sueeess.  It is, however, difficult to 

without the benefit of positive experi- 

1*. Äa «we ta eaasUa la arasant in many people. A combination 
•f aarrtage »she—a with verlaus types of lottery can produce 

raattlta 1A cartai» aoelsl grouplags. Under this system. 

Èm^Mà 



t   it      I»      .       <   O 

,   wfj ! rb   -i .'e 

l.t- 

I 

:, /I t. fu.. 

di (ori à , 

ï   ,    So' iti    t 

fi s. a !   r 

part    of   ti'     i       . • *¡ *<•;••    '    1 

.-.avers   rut    ir   I.¡SíU1    ï    e   '   '*-;   (<   • ! '    ;   .>' 

ti U-'i ted   t'y   .'...-if     ..n'irv;ï   • •:; «-i.    .    - 

bf  de.eloL'   i   ; or  ;,»!;.,..   »CO.J   .r:      .-^   w« 

le.tfl)    l'or   i:i:   am.'r   . ..ri.it. •  :   n'.l   t    ,,i 

• ver,    i ht?   ilo /e rnrifcrr.    résilies   • oi,.   : .1    r--i : 

tbrou;h   its  E;ar»b; Ai.,    i-- •*• ipnl;/   -ml   M^.
;
,   tiu^lure,   í 

ri cgi zings     at.'Ut    le1'. ' r.r   a   .iuvir,;      ,       ' e i ;   .-.y;    *->:i 

witr    tbe  stato   lottar/.   Thlb  --o ,[ r ••• \ t. < •   ¡   ; ho ala   in 

n'it   be   coribLli-'r*'!   a   real   .Tie,   at-   the      » ,-t • e   lottej'y  eoatnar'jd 

to   the   savings   loiu r,   pursues;   *   .ufi»    >-i'    mot i vat ton.   At 

ie-ot   in their at*. 1*  He   '.owirij    h< ••:-.«••   ' •-in  Rystt.ïir,  people 

react  differently. 

L/r-.    . -ia 

se.- ,   h      - 

7»lìJf?S 

' •ipeff' 

any  cases 

17.  For people who 11m a  constant   .•;• <r.m  on a  regular basla,  a 
typ« of wage déduction could be   introduced.  Under tills  syft« -\ 
the company will transfer monthly •< ai^i rates  to the sav- 
ings accounts of their employees in a  savings Institution. 
These amounts can ha/e a   lower limit  eltlier  In tenia of a 
percentage and/or an absolute  Halt and be  possici y cosinltud 
within this lewer limit   for a certain maturity ef approxi- 
mately two to three years.  Trie  transfer of saving* could go 
hand-in-hand with the  transfer of wares into an aceeunt In 
a credit institution and,   in this case,  the relationship of 
• steady wage earner with a credit institute could be estab- 
lished on a rather permanent basis.   Consideration could also 
be given to a scheme under which a company would add a   r-• 
•lúa ef about 10 % to those savings  that were deposited a loi g 
with the wage tranafera.  This would raise the attractiveness 
•f Baring far the employees. Savings institutions, en the 
ether hand, eould pay a higher rate ef Interest  fer letz- 
ter* savings aa eoeapered to demand deposits. 

IS. ft* a» tl vat Ion te aave ia often associated with (1) the aa- 
peetatlen that financial assistance will mm eat s news la eases 
•f Tgenelea er (f) a possibility for ootalalng «redit (aa 
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TOT example   thf   s^yir^.,  é~'  »"!*• ; whin, H e*   n   > <, r    tx--. 

%\mt%%  in Arrichì   or  (3)   the  moti,»   ion pa ,•  te     ,i,.t-e    á   . -. ; • u 
SpesiM^   reason.-,   to  s#i /•   ! or e  d*- ' >» .'t»J   "    ,.-*u-    ti ir   f 
lnws' i!«nt   pun- .-;*••*.    [n  r r^er   to   " ef t   th<* -.->•  at o/•-A . ;,t,#»'l 
potlvat,  TS   if,»-;   lui   as/I'.£•••   4     r-'iit.   system«   ¡   >u'1   >..,   o!<*- 
Blgned   for   instance,   f'>r  t*--   p-.r^hese  ef housiu,,   SuMr^f 
fer Mirri age s and the es» «iw ;>)-..-<ient     f  busi;»esse-..   Cr-  ,-ei   - 
aaly,   the MvliTi,» * •!*»:••   spätem w< o ! .1   provide   f.." *   loJ : 
up «redit at  preferential   •     litinn ,  >. i th rtsí*   t  to tr.at.r.ly, 
MH'urUy and eoat after «   certain -H-ii-ium period of  time, 
• •ft.   two  to  »nre*  years.   Las eia?-:,*-*  and a  cercalo m'nlr.a.-ì 

it uf sa, Inge (in reist'-/e arni/'r aba«lute ter-r,, )  hes 
mera ted. 

if. The  pronation ef savings ir.ust go  hsna-in-hand with an edu- 
eatlen and inforsntiefi progredirne  ,m  finansiai  piarmene an« 
»atletini eeniueteeì toy the appropriate  finaneial  institut  on 
aW the inoculation in general.This prc^rawm   should not  be 
lie*tee! te private aavin^s teut sh©uld include as pert of  the 
•eetal ani »©litlsal education  th«  beale elements af prober 
utilizati«« ef lneene »né h*»w  to  previa«  fer the  future.   In 
aeMttlen te the  Inferme ti en gl/en on the utiliziti©« ef  s«/- 
ftnte, aiviae aèonld toe given en a multitude of testions 
eesseernln« savings targets mch aa the legai,  technieal   ^   1 
fissine lai tenas ana «©nel tiens af *»ns trusting a heuse,   t. e 
aereen tane ef aerinf fer educational   »strpeees aita their ©o   .s. 
1» tneee eaeee a alane ««-ens re ti «m ef tue finaneial lnat   - 
torti en ani ether avellesse infense ti en meiia is te e« ree   Ti- 

lt, fisi faeets ef savings should te esteral re eneugh by varia  ion 
•est tetre« te neet tisi »set lenertsnt nati rat ion« evioh aa 
lanejaalty, eeewrltr ani srefltasilitf l* tee neat extennl e 
•nnnsr. If eassslnlng tne beai* types ef savings,  i.e.  savings 
li i lanía, aea«rltlee ani lamer ente savia«*, enei t iena, i incen- 
si es>« aan fes) a ma fi, a« fa-r ásemele, thre*ejH aa vines aeeounte 
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Typ«s   r»f  ttvi  ws   wf.î   »   i^Tj   •*   M^I   ri»*    * >< 
(n«t 4- i* y''   c-an     o 1 y   te   -.^ '«.ssl'ii   i:i   •*.-*# s   in rfhtfc*    • r>a>   •-'••'i" 

dii^Sf-* pf «nfi'it-it',-   -'»it'll   wi'h •   r i» t¡ d#rif# <-.'  liq 
,ji <t l • v   arui  »trcjrl^.v.   .'     r*-s«   --t-..--   t>*   sa" ir*« «^ -"unt  wl   h 

i     firanein^   IIWî   t:i'¡.'   wi'l   ?><"   » r *   moat   *pf>rorr:a   «   Ina'n 

mant.   Dlffarant ialina;  M«   ra'aa  . t   lntsrast   seu-or-dl -^   t©   tr>* 

maturity  and  ri***   involved  will   r*«liitate  tha  tranätfsrwa- 

ti»n  wachaiilsm «r*d a«i« td   tl»s   s»r4e«i   oîieraë  by   th«   ©agitai 

ma rk<*t. 

tl.   taviri«,«  ln»trumar»ta wLieh (t^roritoi  a   «ort  or  Lass  automatic 
adjustment  ta  the  iaiarteratl n* valu«  ©f money,   fer  lhatar.ee, 

•y «Mine  In*«*  «la«ees,   t*^  to inerba««   the  inflationary 

prees*¿re.*lth©i«li %«•* «ajr **a>at voiwhfcary heweehelë  »«vin«» 

a« a  shert-ter» an« tr*«altie«ary tesisi   In tus eas* ef lang- 

Wrw Mvlneje sua* M Ufi ihewanae ©r aonás, Nn#»¥er,na> 

•i^klflaan« loeeea aneblé s«  tneiirr»*  t,**r®%if,li »ria«  inervases 

M fcjasy a*a*a« s« efí-sai èf fehs ilis%W interest mné 

aeewltle re »en ne a.  â afcert-%»rw 4e*e>rie#-iatie* sf the  valus 
•f amiar seed* eaeee« iN  interest a«e%smélate<l fra« sa viroca, 

I« — —f ta avala lrratia «r free,«***   lhtereat fl J* tus t isms. 

UMS TS r. ss le*i M *»*• la an a Irtmaltlanary basis it  afea aid 

•j* leed te a leesj-tar» waaiasnlnc af Mvlnts aesits.   In Item 
tl jt MM ilrratT NM ata*«* thai vel-ntary artiste aeWr.te 

,, m jaairii pre• aast»tlau,  a a tefe 1 Heed !•*•! sf 

¿»rliett***!* 
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•-i a  long-term tasta by  go < emmental   sa /lags promof' a can- 
aalgns,  TM»  la the mason why attention  should be t;^*'en to 
Ute widest  possi bit distribution of savers and  less  to  the 
highest posai bla savings  volume.  From the  sociological  points 
•f view,  a  »roed distribution of capital   holdings appears 
alae edventageeua. Aside   .¿rum the;e  considerations,   o.mers 
•f savings accounts ire  certainly,   in the  political  sense, 
•are) stable as they io not  tend to show any extreme  political 
view« whlett e owl* endanger their savings.   Premiums for xcn¿- 
%mn deposits  (with a celling in relation to accumulated 
savings)  end  tax holidays  on savings   Including the accumu- 
lata* Interest  (with an upper limit)  are examples oí  savings 
I— »newsnta wfeleh are utilized to foster private savings. 
•eeffvar.  It Us« te te    borne In mind that tax holidays favour 
Met nicher fnaaa» eategorlee because of the tax progression 
«si iltlaaaflti It any appear advantageous  fro« the point of 

af a nig*» savings vol usa»,  it still  remains dubious 
tnls ineatttive should be used  from the point of view 

•f Mie a ss>v«-nanti owed sociologi jal and educational aspects. 
In tae aaaa af high incorte groups,  governmental  savings in- 

iti ves ara frequently not likely to Induce additional sav- 
es* vili natra the effect ef restructuring national sav- 

t7pes Into government-supported sav- 
itlen af contractual savings Inst rumen is 

•a ftaasi prient y baeauae af thalr positiva Influence 
pngulnrtty ani lange vit y as eenparad to the pronotion of 

af savings. 

- '- *-*'*- Jtrifc itwrf T    -        ion ri m i    - , . , ^'•--»»^ - .&,-..*u .- • *••**»* 
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III.   SAVINGS INSTITUTIONS 

24. It is safe to assume that the number of bank branoh offloa« 
'  per capita, their efficiency and their banking policies 

exercise a great influence on the level of private savin«« 
in developing countries. As tí Tun Wai observed! "a multitude 
of differentiated and complementary financial intermediaries 
and financing instruments tends to raise the efficiency of 
the allocation mechanism of the capital market". 

25. nevertheless, the role of institutions should not be over- 
emphasized. A newly created institution or conversion of an 
existing institution by itself does not guarantee fa ipj2 an 
improvement of financing of industrial development (in a 
developing oountry). Compleraentary efforts swat be talan 
with regard to financing techniques,  the oraation of now pro- 
Jacta, their evaluation and control as well as, in general, 
in the conception of t banking philosophy of a new or converted 

finanolng institution. 

26. Although différant preconditions pravail in many oountrio» 
beoauee of the hlatwically different development of tho 
banking system which may have lead to an abundance of differ- 
ent banking inatitutions competing with aaeh other which again 
may have reaultad in eertain discconomi««, at ltaat two major 
types of eavlnga and eredit instituí ¿on» appear to be   advan- 

(1) the profit-oriented commercial banks whioh operato 
within the legal framework to deal primarily with short- 
tan financing) and 

(2) non-profit financial inatitutiona similar to the» luro- 
pean savings hanks which ara primarily geared towards 
mobilising privata savings. 

In addition, inaurano« companies will play an increasing rola 
in the future m mobilising domeatic savings in developing 

countries. 

W!teá>dÉOliÉriWa& 11 iì -|iitWi«Wr   m i      Hi    iiiiÉÉïlitif iila^iifiiàiriami 
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27. Turning to the precept of profit maximization in  the mobili- 
sation of dornest io resource«, its possibilities appear rather 
United for the following reasons: 

a) Commercial  financing institutions hesitate  to establish 
branch offices In rural areas or to service    hese with 
Moving vans because of the cost of collecting the short- 
to medium-tern savings. 

b) Particularly«  savings from low to medium Income 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 
oountries have Introduced a minimum for savings deposits 
which, on the other hand« appears to be    prohibitively high 
for the above-mentioned incorce 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. 

28. K savings Mobilization Institution should be an entity having 
Its own responsibility in order to achieve a high rate of 
efficiency. This eoonomic autonomy improves the performance 
of management and staff and orea te s clear areas of response - 
blllty. This independence can be combined with legal or statu- 
tory regulations aimed at specific points to be emphasized, 
e.g.  the Mobilitation of savings with particular reference to 
low lneoMS earners including those in rural areas, diversifi- 
cation in InvestMent, regulations to guarantee the advisory 
function of regional or oentral.developi.ient planners or ad- 
•lnlstretlve bodies in the case of financing projects for 
the oosMon benefit, i.e. a catalogue of prescribed invest- 
MtatM« the placement of public officials within boards and 
»¿sinistra t Ions of savings institutions and others. This type 
<#f — profit Institution is usually represented by a savings 
sank and partially siso by the credit co-operatives. 

^Bfe.wL.   ,M~&i*^cJUJk£ä* ^ ^ , ..^.-.ji.-    •v........     -¿»Èiitiâm,^ 
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29. Due  to an investment  policy centered on public and national 
goals, a non-profit  savings Institution Is  capable  to 
support attempts  to Africanlse on the part of some countries 
particularily in  the case of email and medium scaled enter- 
prises. 

30. As a rule,   commercial  banks provide  short-term credit which 
usually carries a relatively high rate of interest.  Long- 
term credit 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 fails 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 projects have to compete with other seo torn of 
the economy, such as housing or agriculture, which appear 
to be better suited to the «ecurity-mindedness of these 
banking institutions. 

31. In most of the developing countries of Africa the post office 
savlugs system still exists which was established during the 
colonial period. The wide network of post offices which 
funotion as collection points for the post office savings 
bank and the government-backed guarantee for savings deposits 
and other related reasons give the post office savings ry^-era 
the Image of a safe but frequently cumbersome financial In- 
stitution. A revamping of functional and organizational aspects 
of the post of fio« savings system could, in many countries, 
inorasse the savings volume and strengthen the capital market 
at much less cost as compared to the establishment of new 
financial institutions. However, the post office savings 
system has frequently no df Jujj and as a rula no do faoto 
independence oonoernlng their investment poli oies. In other 
wards, savings whloh have been accumulated by the post office 
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savings system are  frequently net channelled into  Invest- 
ment« but  (on the request of the government) utilized for 
ourrent expenditures.  I.e.  the savings are used to bridge 
budget deficits. Other typical Investments for the  post 
office savings systems are the  frequently low Interest 
bearing government bonds or the refinancing of private credit 
Institutions; however,  savings are hardly ever used for indus- 
tri«l financing. A restructuring of the post office savings 
system into a national non-profit savings and credit insti- 
tution whloh enjoys economic as well as legal independence 
and follows (at least partially) an autonomous investment 
polioy would increase the channelling of domestic  savings 
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 this 
system on the local as well as the regional level would 
olearly demonstrate to the savers now 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 ohronologioal sequence. The post office savings 
and credit bank nay decide,  for cxaiaple,  to invest a certain 
proportion of its deposits directly in industrial projects 
and use the rasa Inder to refinance developing banks or to 
flnenoe a group of finance intermediaries such as insurance 
companies, oomaoroial banks and development banks.  An example 
•f a oonversion of a post office savings bank into a national 
savings and eredit bank (NSCB) oan be    found in Zambia, but 
also la some European oountrlce. 

3». The soarolty of domestic resources in developing countries, 
the limited investment opportunities, the limited number of 
trained savings and credit experts and the possibility of 
•deallocating donestio resouroea «nd other related faotora 
give emphasis to ths nead for close co-Operation between in- 
stitution* specializing in long-term and high risk industrial 

¿ÊÊÊmm* tjtkk-'A   ••"**•-• -..t-i,..Lr.»¡Mfe.,-.;..».^:. 
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financing to avoid unnecessary 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 economic and legal  independence of the ooncerned in- 
stitutions and connected with that a loss of their individual 

impact on the mar'/et. 

33. 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. 

34. The strengthening   of the money market and of the refinancing 
possibilities for the banks at the central bank oould greatly 
facilitate the transformation of maturities among credit in- 
stitutions and redress their preference for liquidity and, 
oewbined with that,  foster investment financing. 
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IV.   TRANSFORMATION  PROBLEMS  IN  INDUSTRIAL FINANCING 

55. Investment  financing has quantitative as well as quali ;; E; ti ve 
aspects. This becomes, evident particularly in the case of 
industrial  financing.  Incongruity between capital supply and 
demand leads to financial transfornation problems.  In addi- 
tion,   the need to accept 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- 
cess. 

36. Industrial financing cannot be divorced from the questioos 
•rising frost the technical know-how of Industrial production 
and mmrketing. Subsequent industrial expansion often fails 
not only beoause of the lack of capital but because of the 
lsok of knowledge and experience of the entrepreneur ana/or 
•HMMtsrs who ssy not be willing to take the risks inherent 
in industrial investments. This Is the main reason why the 
training of Industrial management in developing countries 
is of suoh Importance as otherwise domestio savings will lay 
SAI«)« be mlsalloeated or be siphoned off into long-term 
foreign investments. 

37. Industrial financing oan also be used as an instrument to 
influence regional development. When rural savings are in 

together with other sources of finanoing in rural 
oenters, she growing miera tion of the agricul- 

tural population could be avoided and, at the same time, 
èssitippam» of industrial/trade production units will be 
facilitate* in partiewlarly poorly-populated areas. 

Je, Hr%le«larly in «ha ease of small- and medium-scale Indus- 
MM a saetease eeaslstlnt of ospitai eomblnsd with infer- 

an flnenainf problems and administrative matters is 

•^^fc^w.......* ,>...,-,._..->.!..   -   ,^ ^-.•wál 
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required whenever a production unit  is established or an 
expansion ie contemplated because the know-how on these 
matters is very often lacking in developing countries.  Tech- 
nical assistance in such matters as accounting, oost account- 
ing and taxation will often be a prerequisite for a self- 
sustaining development of an industrial unit. Counon organ- 
isation 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 as for Instance shown in the industrial estates in vari- 
ous developing countries. 

39. Arrangements for a collective collateral oould better meat 
the security-mindedneas of credit institutions. Tho collat- 
eral should cover not more than 80 - 90 % of the credit 
amount. The remainder should be the responsibility of the 
creditors or the co-signer. A collateral fund of this type 
should be strengthened by governmental co-signers. By using 
this method,a certain risks seleotion would be guaranteed 
through the deductible;  risks that would exoeed the coverage 
of   an individual entrepreneur or a credit institution that 
should be taken within the interest of the national develop- 
ment would thus be covered. The oost of such a collateral 
system would not bring about a substantial increase in the 
oost of the total financing. 

10. in the case of defaulted industrial oredits, it has been 
observed that in many oasts the reason can be found in the 
lack of efficient oredlt control on the part of the arndlt 
institution. Bspeelelly in o annexion with inventory sales 
volume and prie« fluctuations, financial decisions made by 
the borrower ara often detestad too late by the lender and 
consequently. the latter oannet advise Urn borrower In tin* 
en these matters. 
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kl, Finanoing could bo accelerated to a  certain decree   through 
decentralization by delegatine the credit decision to branch 
Offices of the savings and credit bank«.  However,   this lim- 
ited credit autonomy of branch offices often fails  oecause 
of the lack of trained credit officers in these branches. 
The training of bank staff is often insufficient,   particu- 
larly in fields such as project identification,  project 
•valuation and banking techniques and could be improved 
through workshop« and seninars similar to those that UÌJID0 
and othsr international  finanoing institutions have been 
conducting. 

48. Paat experience has shown that financial and/or operetional 
leasing offers in the osse of certain capital goods financing 
•s well as teohnlcal know how and thereby improves to some 
•degree the overall industrial finanoing. 

¿kMi ¿ait. 
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V.     CASE íiWDI 

KENYA 

1. Despite a relatively high rate of economic growth and con- 
siderable investment activity,   in relation to the gross 
national product,  total national savings have shown any 
net increase in the Sixties. "All efforts to mobilize domestic 
savings have been concentrated by the Government on public 
savings, whereas private savings, eopecially those of ornali 
to medium wage earners, have been rather neglected. 

2. Althoush Kenya  is in a position of having a  relatively  in- 
tense network of various capital market institutions,   in- 
cluding a stock market, the existing institution«, policies 
end savings insti-unent. appear only partially appropriate 
for an effective mobilization and channelling of savings 
Into Industrial investments. 

5. 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 complicated method 
of crediting annual interest in the savings books. 
Under this system, the savings books had to be for- 
warded to the central office in Hairobi 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 withdraw their savings. During 
the visit of the «IDO mission in Nairobi efforts were 
just Doing «ode to fooilitate this procedure and to 
raise the effielenoy of the savings) books by adding 
a photograph of th» »aw and to provide the possibi- 
lity of using tht savings book in all post of floes for 
deposits and withorateiU. This will indeed increase 
tht attraotiventst of this savings instrument. In 
addition, however, tht Post Offioo Savings Syst«« son 
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only be  successful  in competine with other savings 
institutions when similar services are being provided. 
As other financial  institutions have started co~,petinc 
for saver» and these institutions are able to offer 
•ore services than the Post Office Savings Pan*:,   the 
Market share of the latter is declining as har. been 
noted in irany other developing countries.  This applies 
siso to Kenya  (noto the latest World Bank Report  on 
Kenya). 

Consequently,  a co-ordination of services of the  Post 
Offioe Savings Danks in many developing and developed 
oountrles appears necessary with particular reference 
to checking accounts, overdrafts on checking accounts, 
• partially independent investment policy (in line with 
Publio purposes and national development plans) more 
and improved means of information concernine savings, 
•to. This may also entail,   in some cases (i.e. Zambia), 
a change of the institution's name and title from Post 
Office Savings Bank to (National) Savings and Credit 
Bank» 

•inoe its establishment in I965 (KShV     96.2 million 
depositors ' aooounts) the Post Office Savines System 
In Kenya shows a rising volune of deposits (¡csh 
118.1 Million until the end of 1971 distributed amons 
Mort than 617,000 singlo depositors) although it har 
• slower rate of growth than,  for instance,  ccrenercial 
teaks or building associations, in comperi son, the 
total savings and deposita of commercial banks amounted 
to »a        1.1*3 Million at the middle of 1971. The 

•har» of the Post Offioe Savings System in the 
of savings deposits, f»n from 60 % in i960 to 

10 % in 1970. The assets of the system wer« icsh 
68,0 Million, a considerable proportion of which con- 
noted of loans to foreign borrowers such as British 
Md Australian finsi, ss woll as Government loans. An 

J/  Ofc • stints«. 

-*—- ~¿— - -• * -'^im- 
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adJf'^1       •'•'•        l7-° «»Hl:«»-.  ««»«     "U dap»*it.   wit.,. 
the Treasury  and        ^    6.0 millim *.re  held as  i-.ah 
on hand.   Tae   r^ent   cuntrll.uti.m  ,f   the   .est  Off io. 
Savings Systen to  the natior.al   industrial davelopnent 

is  consequently  iic.'.lieihie. 

,)  In Kenya  the  p.t. of Interest  ha.  t«.n held constant 
and low  for a number of years,  which  is .avantageas 
from the  po nt of view oí   financing costs.  With rt¿iH 
to mobilizing savins,  however,   especially  those with 
• longer maturity,   this policy ha. not proven adequate. 
At precent,   the banking con-..uiiity Joes not only cla- 
pos, of • high degree of liquidity but find, only  *.ry 
few acceptable project,.  Another re*** why savi.«» 
have deelined can t» seen in • *inl*um requirement to 
open savings aceounta which appears too high te- 
tto - 500) which prevents a great nuaber of snail 
••vara fro« depositing savings  IB th. organized capital 

•a rice t. 

k   Tha credit policy of th« majority of credit institution, in 
' Kenya is ge.rad towards inve.tnent. and ..»ital-intenaiv. 

large-scale induetrial profeta.  In cewparl»«*. U*°«r- 
int.n.iv. artisan-induatrial n-diu.-o.lt .nterprlse. ha« 
been rather inaufficiently supplii by tl* capital «erket. 
In gener.1, it can be statad that initial editai and !•«*- 

tar» credit rmuireints «* not •^«•l^^ iupplUd* 
th. traditional bai***« apfra*-. »• «•"•*•••» ^ 
~.ily pm.nl ~rtm* probi.*, in th. M^^^j^ 
with a vi«, t. ta» •^r-i^^.in« ^^^"^¡^ 
Xn -n.r*l. ««it ia^it.ti« •^~J^"^ 
. .       fcfc—. f>^n ***** that ha». .*•• tfemitieeiaiiy aseasn risk, othafip than taw. **** ••-»* — . #•*»« 

This obetael. sowl« *• • ••»'•••• •**"•**** M gm 
for hai* .f-Ait. «hi* **• 0*""*»*«* *• *% "*~" 
Unplsting. On th. Hl*r haï*, th.*« aasejer. nwj 
of bankable pr.**.*» •••» *• •**•*•*• **• ^ lllM'^ 

_«. «• *•«« hna *••* *• • aita»tie» »*•"• ts» is law« Ifc** *• %wm mm^ ^^ 

i. 
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linß   eom-iunit y   h< ¡is   -m  » bi-utd—>•-<»   M   idi«   f^uir,,    <^   % 

a ana* g u# ne«  of   l*v,ls Lat 1 e n  «;i>i      1/   pu i   l«>  »--rlMi   r.-i   r-   ror M 

fat"  flfMll*eirv*,   . - oin  fore u '1  sour" e     e,:    » rt*   on«*   •••.•.-ul  -¡'\<i     on 

athar,   • «istlrjjç   l»ry«--   -v-ai*   f :-f r(.rlsfs   í i aprire   '•-••ir 
lnveatmants   »lalrtiy   -, ,-       ¡-  »rr.-,nu   a r « ¡   -.fifi'b.    '•:   /1«vi 

•f tha attempt*   to Affisarli '*   *>>*   (->•,.,,  t .,   n. '••/,    1   H-,?er 

aav-aaarat ion batw«en do-^-M 

faralfn finanr iura woui.i   tf 
• r<- 1 ; r    ' rìPMf'i' !:i«s 

/ •    '•     t     1 I   i>'. L " U*   I    •'.;., 

• '< • '*| *-•-» ' i ; ,    tní»    r-.<i    S- 

•.- • *>n*    O.rri'-Ta   •     1 
rp' rat i   ••>,   hu'   a J :-<•> 

>ns   f©r  arr ! oui tura l 

trough an  tnar«as«<i   long- 

5.   TI» rei«  nt »pmclsiì zmA   1-..-...   r.,-ä 

particularly th#   Dav«i. p ••   *   K: ,<* 

trial  ar«1  Commercial   Ire",!.--   •   * 

Mai  ih« Kanya Tourist  f>? .e J   u--- 1 

aaaaiallsed   f inane i np,   ¡n^-A^.i 

lepmant  eould  ba>  atrem fh«r.ed 

refinancing  of  ind ,s   -lai   set iriU*a  r>v  way of t»»e 

tMAltlWMl   financing  lriatltuti   rus.   The Kenya   Centra1     ank 

aaeeial   Pff»v1s1 >r ^   te  aid   the  r^riu«nclnr   of 

aeeurltlea  and aaadlfy   th#   raser'«   requirements   f'rr 

inatltttttotta.  This  afoul ci  «lao attract  tl-e   Post 
Wflaa »aringa atonk,   atiteh now haa addad n*w  functions. 

ém  lannéal «Mfiiaaitt anowld be «;i*en t>e  ^ralnl « of barn-  r.,% 

•taìff iaWalvai In granting cradit  and   Ioana,   prajae"  <»va1- 

•atitai»  trailt aWfaaa^MaMit,  ata.   A  partieular  need   fo -    r.t& 

tfpa a# training we a fetand in tha credit «©-©parati es, 

il Ban*  far A*ri cui tarai Crndit Ce~eparati/es anc 

»111» Panât af Kenya. Th« agra-aaeed laáustry and 

aa«14 »atea advantage af the training  faeil- 
IHM af Mata iaaMlallaaal araaSlt lnetlt«tie*.  A aamlrar frr 

flnaYaaTlfcg ifcawili, af eeurew,  ea a pam ta efchar 

fi lau lag »nati twt lee» ani »xiiiwa» affi «lai a. 

• PaVÜ#tplttCB •$* Mal «MNaatrlal §a*rvgf/ ani rranwt'eei CM tri 

•f li» MateHi? •# teaaaaraa ani S»d«*tr* In aaMH §  flnanalnc 
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\.  T'*>   ii.,i-iitn*i   .lavaioanwn'.   in  »h# **l*r.  arn«ara   inamlTlalanL. 

'   «or>   "»n B(   •::  ..:•   tha  po^.l*   !o.  i-   * • >»d   i'^'!!*   fr-^  »¿ri- 

aultui-a ani *•*- » of UM »xport,  itvi>wi» «r# dariv#«l   ¡V* 
.jrhmJwwl   j-.rod«et«.   I» add'Mon.   •"   i«.r'••••• •*     -•  P»r 

capita   incorna  has  b««n »tifiad  by   • *•   rapid  populate gre..», 

(»t    akiitioiuU   !>0 *  In  tha   J*«t   »'»  y»«'*'*)- 

¿.  Tt*  ^•••lo|»*r»t  ©f • «od«m  j*urtai*»a   naiwinß sjf&u««  atand» 
»L»<, at  It» beginning.  Tha   Inf!« ®f   f'araign e»»lt»'   (par- 
ticularly  to  W*   fenaar   f er« L^n-er »d   erad It  ln»ti tu.. Ion»). 
•  |«oKi«|itaMlly   i«Ulana«4  diaU-iW^ian ,-í   fcank   Ir-ìrh 
•fficaa,  low  kn^atiMmt aetivitie«  a®nüiu*d with •  mor» ©r 
Usa atagiMting savings «limata Ni*«  "»*• «'tiasula ad/anees 
i» tha êaval .opMnt éifflault. Tha  poli ti «al  Instauri ty,  tha 
aenfliat in tha »out* of tt» euuiary  wi.ich al>*@rfosd  e«.r.»id- 
•raMa raaoureaa.  a aartain rasarvation toward» mwmy and 
•anfcing aauasd »y raiifla«» ani ae»«i©ì©*;ie«l raas**^, grwwlr 
i» sanili an tha a» su/ ta awrviaa  f»ralgn éafets »Md tha pr<>- 
grsasing lAflatla* te««th»r with th» iaw par easìts Iberna 
•Mi a laaalng aam/láar**) ©f tfca |»amiatian in fln*r*«Ul in 
•ti luti MM nava mi ritolta« ta a iaw éawaaUa «n*teili*ation 

•f aavlnga. 

>. m ina «*è» af Mat Iftf wwlnklam  M*41t institela«» wt 
MtiafMliaad sa* «itti initial MtaMt •* atta«*** waa nad* t« 

UM aradUt tff fitmi <»• • »a» yairgaalaatifi a** »7 

>tatiMli aai aavfAi« fwatU«» »ita • via» *• M^U* r< 

Mal »Mi« #f tt* N»vlt»9 *••# »UM.  **•**•» •*%•••* *• *»~ 
gajva« tial flIMMlUlT^ taWts*M»*t* «Ml at »Mi tal %** •*»*• 

ta UT») M*ta* pwiitÉtti §MM»M«I MB Mû «aattaU tea********* 

%. A atsrtlag pais* fa* 

• 
fc-B|HBi||-^^^—||||||MÄ|BBiiB|B-É 
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»ul4 primari ìy ï* f<»n ' n i' 

«a/irvs ra-in'-i*- t s e*s1î- 

«•pitti mar'.-.«* thrown an ir.ci 
threu&h a   build-up oí    -   nfl.l* : 

Ttw Foi t errici* *ì -! /1 r.,',e- ** j ? * • 
tien« whlc'i er>J'V/ «   v«l.irivf>i 

lation «iti    ras ;*••••   ?-   so-uri' 

a>441 ti on to  din t.ri'v*! i "üM   r^i : 
tntroéuetne  EDP)   the   P-.st   Off 

taten th«  initiativ«  t,>  pr-oMo* 

•f faring  lottery bonds.  Th.-  u' 

trim th«  Fost  Of fíe«  r.dv'rvf   - 

tli« Ministry  of th«  Treasury 

i:    * . :' ill   h ar   ' • -    of  CJT .. 

re 1 ! rrtci ed   Into   1t.f   orr,a:\ 1 ;;ca 

e   rato oí   in* eresi, aij 
» y . 

i "e   ! n   * h 

•e  ii.-Jcìrv;  institution 

e it.   a~ong tro   Institi. 

e   oopu- 

\ 

^ Ï • r:   rex ' ' i *• 1   ri  ir 

A   l1qiidity of ravins.   In 

i ^ - * ir   ( :" - r  i ris t -: ne e ,   by 

• i v1 rv, .-•    ; y s t en h H C  a t.   ore.. o n i. 
v-i'v;s   In  school•,  and   by 

i*ic>n  of  collect ci:   funds 

1s   "1 -r.e  exclusively   thrown 

. also guarintcv"   t..e   dep j- 
ita.   P«r«lat«nt  budgetary  dimanda hav«  up  to now  prevented 

•   (partial)   independence   in  l> e  Investment   policy  of   the  Post 

Of fie« lavina a Bank.  Mo?t   of th*  savings wer* not even uce 1 

far i*v««tni«nt« but  In  fInane.nr  recurrent  bud¿elr.  Through 
It« til Inmehit th«  rest Office Savings Bank collects  at 

•wr    /l 3 million dtposit«a  in 200,000 savings ac- 
t.  Purine th«  last   f»w years th«  number of nev/1 y-openod 

««««unta in th«  Peat Of fie« Savings Bank exceeded 

• f eloa«d accounts at about  10,000 per a.ir.-jm.   In 

th« «eavwrclal  ban'-s with their 70 branch off<   rs 

Lmat«ly  th« san« volun» of «avings depos: t 

M %h» t—% Otti— Bavins« Bank. 

t««J«rtl«al aaaiatance in th« d«v«lopr«nt  of pro- 

raarganlzAtlen,   th« volume of sav n¿s 

«at «it f—% Off!«« ««vina« Bank coula b« increased,   in addition 

it tÊÊÊfÊÊê •«) i*««aM*aa*4 ta hav« an international «xpart «x- 

•f ««nverUn« th« roat 0ffie« Savings 

financing Ina tl tut ion. An o'ojaetiv« 

faallltaU tlila éaalalaa for tha Oovarr»- 
r. «sa fa«* Of fie« tavlnga Bank has ne lad« pana- 

la* Ita •Éaaraiatratido falla within tha Jurladi«tlon 
•f ti» Bapartaaat «f Fo«t ani Talaerapha of tha 

ÉÉ 

VMM 

•tita 
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Hlnl.tr, of Cotation.  Part of its rC°/B^ " ^/"^^ 
th. expansion of functions would have t, b.    aeen In . partial 

finance of pu.il. «- Privat. ^»^"^^^ 
«onsortla with foreign financiers or with th. Industrial 
^r      the Sudan and other capital rar,et institutions. It 
!£   . Hhout saylns that such an expansion of funct ons would 
Sessuate  the dev.lop.nent of a staff of industria! credit 

•xperts for the converted Bank. 

^    Throudi the initiative of the Cass, di Risparmio dell. Pro- 
vÎnoTLoLar*. and the Association of Italian Savino» BanKs 
1„   I-ostión with th. Sudanese author«!... in partlcu ar 
S. L2T.Í Sudan (the N.tionai Bank),  legislation v,.s pass.d 
for ST-fbli—«t of a savins ban* 1» th. .outhorn Sudan. 
£.Tn.mution win .oon bo e.t.bUsh.d " "*-£*">" 
„oulo b. utillwd a. a »Ml for **l" ••»•H*""«»' 

6   Th. ..al.n-.nt of an «port in Industrial flnanolne to th. 
•iÎ\Sttl-a Saving, and Inv..t«nt Bo.ru .pp..r. to b. 
of lLtt>M Importane. Thl. Bo.ro. «hie» op.r.f. «*«• 
avilit .«VU... h» «- tuk of W«W H.. I¡.neral 
tl^Hf . «vin«. - mv.sta.nt poller for tt. M» «"h 
££•*» r.f.r.n- t. th. po..lMllty of Mullí« —il 

•avine«. 

üEMki 
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DOTS', /Ali A 

1. Although the  savings volume in Botswana was  founu  to he 

satisfactory,   the national de.-elopxent and  transformation 
planning of these resources remains problem tic.   In I971/72 
the ratio of capital  forrr.ati¿n  to GDP  (at current prices) 
wat 56 % as compared to 28 ?* in 1967/68. The recently com- 
asnood exploitation of mineral resources will increase the 
«roas national product rapidly.  High rates of growth have 
already been observed, as for instance  the per capita GDP 
(at market prices) which has doubled in spite of an annual 
population increase of 2 - 3 $ and a high proportion of 
•ubai s te noe agriculture during the last four years. 

2. The revised Customs Union Agreement with South Africa, which 
wsa reformulated at the end of 1969, has resulted in higher 
revenues for Botswana. Efforts are continuing to increase 
revenues fron this common source. As in the case of Lesotho 
•nd Swasiland, Botswana has no Central Bank of its orn,  but 
•11 three oountrles use the South African Rand as their 
ourrenoy and legal tender. The two oonmercial banks which 
operate m Botswana report directly to their head offices 
in London and work in close oo-operation with their branch 
•ffloes în South Africa. Building societies, insuranoe eom- 
panlaa and other financial institutions are also under the 
strong influence of their offices in South AfrLoa. 

3. industri*! development in Botswana is not so much limited 
ins to the laok of financing but beoause of the lack of 
totreprafwiurial initiative Asido fro» this aspect, the 
alternative whether te us» dosestic or foreign financing 
fsp industrial projoots i^» «oat and security problem, i.e. 
tossica «oft loans inoluda teahnioal know-how whereas domestic 
trsdit is eensraUr sore «Mpsnslve, abort-term and tied to 

•EM   11 1 i?r#'"-'- "•~*~>M.*i.i*..        , ,. i*y: 
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5trlcter -«rit, «-«i- J- « £ ¡^t^SE 
4««-   iripas which would meet the secunvy lated project  ìaeas wi»^" ,._,.,.<- sav- .A   «„.nt-uticns.  substantial domestic B«V oí donestic  credit institutions,  » ......  two c0(>_ 

vested either in Soutn AIT-LC« 

abroad. 

>. 85 * of the population live in rural areas wit>^ ~ 
no cash incon.. Their Mt i^rtan    so«of «« • 
in cattle.  An increased »onetiiation of this popui 
group could fcobilUe potential savers. 

..    *-v,a **istinp- commercial bsnks with th«ir In addition to the existing cwam 
**.4  »« <n » few urban concentrations and tn« •»** 

M4«f^buted over 12.000 accounts. The tv» «owmer union were distributed over **» . 
£f*— with thlrty-four br.nch offlo.. •»"• '* *^ 
tí Wl, » «0.6. IUI- m «.Posits of «hi*. » 8-85 -U1» 

Mre oon"i4»r»á d«m«ml o.epo«lt«. 

ft. K,.t Of«.. »vW B«* «oui* 1»P«V. It. -oMXi-tl* 

°f ^iS« .f «.Ir -nP-r »MHUI — 

, mm—- i»»—w* »»"«y- 
-    »... auliW for pota» b) a* • •»*•»* A* point •) 1» » prw^"1»• .v. i~ <^dMM 

to OM   ••»•i.» i»"»" .*»•>••     '   • u _—«  a^ 
.     u*. .f t» **. • •»*•» t'1— •"•?• ¿¡TüiS» a, 

UT«- •- ow«—« •-* '•«• ~»W»
I
»

WB
« ***** 

«„..forti *• *« om* •*!«•**«• • •"•"**• 
  .•    '•* 

y ft. rea*. 
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body within  the Government.  In addition the  co-operation 
between the  Post Office Savings Bank and the National Develop- 
ment Bank (NDB) could be expanded. At present,   the main 
proportion of savings collected in the Post Office Savings- 
Banka ara ohannelled into  the National Development Bank as 
deposits}  the remainder being claims on the Government are 
invested in water development and electricity. 

The National Development Bank (established in 1964) and the 
Developaent Corporation (established in 1970) are  para- 
atatal oompanies which extend long- to medium-term credits. 
Of the II 1.26} million loans at the end of 1971,  more than 
one-fourth went into housing as  the most important  credit 
oetegory. The oo-operation of these two specialized insti- 
tutions with the oommeroial banks should be expanded. In 
tetta oonnsxion it was observed  that the development bonds 
whioh have been Issued since 1970 have not been utilized 
•efficiently. However, extending the National Development 
Bank's functions to accept savings deposits would only 
•eblllse marginal savings because of the lack of branch 
Of fi oes. The savings schemes provided for in the Enactment 
lost fer the National Development Bank have not been realized 
te-da te. Their realization (In co-operation with the Post 
Offlee savings Bank, building societies and other credit 
Institutions) should take place as soon as possible to offer 

attractive contractual savings package especially 
fer employee« and cattle-breeders. The establish- 

ment of a leasing and an insurance company by the National 
Developaent Bank will result in the expansion of its insti- 
tutional network. 

BBL-.     sñsmmsVt sanassi 
^Bnj    ^o^W^veVweomP ooweldorotlon should be given to the realisation of 

Act nhloh was drafted tee years ago in 00-Aere- 
as thorn «re nt prenant neither ir.dependent 

erodlt pollelM nor regulation« governinj euch 
dânelonuro eelltatlons, itatmies, «te. fer the 

^anahaêaaw MM^ UAA 
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financing institutions in Botswana.  Banking and monetary 
legislation touches the sensitive question of overall  re- 
lations with the Union of South Africa. Certain national 
(industrial-)  investment guidelines  for the domestic  com- 
mercial banks and partially also  for building societies 
could also be developed without  legislation ty way of ne- 
gotiations. A system of guarantees 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 finanoing 
of industrial development in Botswana. In addition,   th« 
»iniraum saving* requirements at thrift and loan associations 
could be simplified and the oo-operativa development  trust 
should M given nore of a Central Bank funotion in it« 
relationship with the credit societies. 

£&.•*&*$&. 
,*HÄP»#^*t'/ 

rt-',-< 
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inPTED RETUTHtr   nV r^,»,. 

1»  As it the  case in many of the  other developing  countries, 
• Mobilization of domestic resources has  to begin with an 
•duoational process with particular reference  to rcney, 
income and savings habits» At present one-third of the total 
money supply in Tantania is not cycled tliough the tanking 
system, but is hoarded  instead.  In addition to an educations! 
and informational programme,   the banking systen needs  to 
adjust its servioes to the particular needs of  (potential) 
savers, carry forward internal rationalization nethods ami 
expend its branch office network into the rural  areas. 

8«  Xt was observad that the institutional framework  is fairly 
well organized in Tanzania  for a mobilization of financial 
resoureta. The National Dank of Commerce is the  largest 
financial institution in the  country. In March 1973;,  the 
master of accounts reached a  total of 280,000 with deposits 
of  Tab»     2,000 million.  Forty-eight branch offices and  i^7 
aganolos provide banking services in most of the important 
settlements of the country. 

The National Insurance Company ha» sold to-date only 20,0'o 
Htm Insurance policies.  Its marketing system could be im- 
proved by using oertain financial institutions with a 
deeontrellsed branch system to act as agents for the insur- 

', By offering Insurance policies and advice 
outlets« expensive branch establishments of 

eould be held within limits. 

>«.fhe tataania lousing Bank (\fhlch started operations on 
I Jessalpy WO) «as established primarily to collect savings 
f»r the lsmi^vsment ef Mat housing siUtlon in the country, 

tas industrial devlopiaent point of view, this bank 
•a utilised, flat Tansania Rural Development Bank and 

Bunk, on the other hand,  constitute 

¿¿±**a^^b.~.xu~*làl>     *     ,.,..».,....  z.^... 
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important financing institutions particularly for agricultural 
and     industrial lnrce-scale projects.  Their refinancing is 
based   lo a considerable extent  on international  soft  loans. 

h. An important  institution for the mobilization of domestic 
savings to be channelled  into industrial development; is 
the Poat Office Savings Danki  Towards the middle  of 1975 
this institution held more than 500,000 depositors.with 
deposits of about     TSh    60,000 million. 

The Tanganyika Toet Office Savings Bank plays an active part 
in mobilizing domestic savings through a nation-wide network 
of some 185 branches. The Government of the United Republic 
of Tanzania now wishes to transform the Post Office Savings 
Bank into the People's Savings and Credit Bank. The objective 
is to provide the public with a banking institution capable 
of offering broader banking service combined with an investment 
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 
context recommendations will be prepared to be acted upon 
by Parliament in May/June 197*. They will include inter alia 
• streamlined system of granting personal credit to depositors 
and a savings and credit information schema for individuals 
aa well as the public ia general through savings education 

and campaigns. 

The assistance requested should be provide* in two consecutive 

phases as follows: 

_0nej. 
A study of the eeonomie and legal aspeóte and sonditions under- 
lyin« a conversion of the institution with particular emphasis 

(1) LI un 111 nía 11 11- for askings ani èrseUt «obilisatie» 
ia Taasaala, concen»f»ting on the rural areas ani the 
lew lassa» groups j    t 
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(2)  proposals on how this cnn be achieved effectively and 
expanded to reach the majority of the potential  clients 
In Tanzania;  and 

(jj) advice,  in consultation with the Attorney-General's 
Chambers,  on the draft lav;  to regulate  this prosrarr-.e. 

The resulting paper will serve the Government as the  basis  in 
deciding upon the viability of converting the present  Post 
Of fio« Savings System into an Institution with broader  func- 
tions.  It is envisaged to provide  the assistance which will 
oonsiet of the services of one expert for a period of three 
months (Nov.  1973 - Feb.  197'*) on a bilateral basis  (Republic 
of Austria in co-operation with the Austrian Savings Banks 
Association). 

"»— Two 1 
One acceptanoe of the People's Savings and Credit Bank Act 
by Parliament, a second phase of assistance should be required 
to realise the new functions of the bank as stipulated in 
the Aot. The objectives of this part of the assistance will 
bet 

(i) to advise on the oapital and  financial structure of 
the People's Savings and Credit Bank; 

.   (1) to assist in the establishment of a Credit and Loan 
Department with particular reference to: 
• the formulation of appropriate investment policies 

inoluding reooransndations regarding co-operation 
with other financial intermediaries; 

• providing guidano« for debtors to assure proper 
utilisation of credit) and 

- establishing a oedre of loan offioers, especially 
fer expanding services in rural areas. 

O) *• advise Management in the overall organization, 
pmrtleularly In the design of organisational oharts 
laeludlng the definition of work-flow and areas of 
respemlbilityt 

(*) te advise on appropriate technioal equipment j and 

1 
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(5)   to instruct the public at lir^e in matters concerning 
money and savings  through such means as advertí sèment, 
savings education,   savings campaigns,   etc. 

It  is  anticipated that  the   above-listed  (second  phase) assist 
enee  may  be obtained thro 113h UNIDO in co-operation with 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 - 1  and  the other 

on point  5. 

5.  Along with this conversion  it appears advisable  to integrate 
the system of credit »ocieties which have not  shown a satis- 
factory  performance during   the last few 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 constraints  for the s;nall 
individual credit societies,  could be improved and,  as a 
result,   the overall savings mobilization would be strength- 
ened.   Particular empiissi s  should be given to the mobiliza- 
tion of group savings schemes for small savers.  A concerted 
effort  in this direction promises suoeess because,  out of 
a total of 600,000 wage earners, 70 % have monthly incoaos 
not exceeding     TSh    >50;   in the case of farmers only about 
1 million, or approximately one-half of the population have 
cash or non-cash earnings valued at about     TSh     5,000 an- 

nually.   1/ 

1/ The United Rspufclie   of Tawpniaj «patch by the Honourable 
the "Mini s ter for Wnajrtoe, Introducing the Estimates of Revenue 
and Expenditure 197?/?* to the National Assembly on 14th June 
1975» Dar es Salaai, h»i*ted by «toi áovefanant Printer, 19f3# 
Page 8. 
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ZAMMA 

1. The  per capita  income  in Zambia  ntendr, at     S'J3   %0,  v;hich 
appears relatively high  for a  developing country.  However, 
if it is adjusted  for distribution,   it  is  found that  the 
Majority of wage-earners receive lorn  than    S'C   8o.  In ad- 
dition, a  relatively high consumption of luxury items  such 
a« alcohol,  automobiles,   etc.,  have  a  negative  influence 

on tha private savings ratio. 

2. Tha number of banking officer,  ir, sufficient in relation to 
tha  size of the population.   In examining  the credit rae eba- 
ni sa, however,   it was observed that  the bankinc system should 
become more involved in the  planning and  financing of the 
intensive development zones currently being conceived  for 
tha development of rural areas  in which a basis is being 
established for small-scale industry and handicraft.  Generally 
speaking,  a package should be developed by the credit insti- 
tutions Which would include not only the financing but also 
advisory services as well as internal auditing for the in- 

vestors. 

>» The banking syste« has been undergoing a reform in line vith 
the nationalisation and Africanization movement at> well as 
from the point of view of a better division of labour ana 
objectives. This process, which started in 1970, has not yet 
bean completed. Although para-statal large-scale projects 
SJpser to be    fairly well supplied with financing the credit 
iWI'i'U for aodiua-sesle artisan-industrial entrepreneurs ia 
net sufficient as yet. Particularly the consaroial banks, 
wfaâsh aia strongly oriented in their business policies towards 
•pillimi banks,have shown s reluctance to provide long-term 

* lBvastsants and a verjr limited intere»t in requirements of j 
a*»il savers. As about TO # of »he demand, tine and savings 

of the privata sac ter are channelled into these 

•*k^»-t"-  *k... JA      ....  ___-. M. 
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eiwt -e:-i     ; I an  v-.-i.    "•••.    renn   ^«'V»* tr . 

he  finan« i»    "f  *•'•«* 

•     , ^   .  ,/ir,-.   r.! If.  >-f->   i:i-."t"- 1CM:.,    ',he   1«H < ^ ..->•-   -f 

th.P   t   •' Id      o   i-Oc  •>'•   •'•   •    -t-.-^-.   " *• •     •'" • 

tidily   to  the  higher  r-*'-e  ^   l!''*'i> il     "l'íh t,,ÍS   1;"   it,,M ' 
is  able  ana wlllHv,   'o   pay  an  ci   .j.*r*  !   t      other   Man^Ul 

inf.tlt.uli.ns.   Their   uwe.t,,,.^,   H "u   ^'laLjf   lnt*   <-o    -.ruct L   :, 

it,   urban meas whic .  often has u.lj   a   arginai   ••••> ^ .<•  val «• 
lisent .itíwu     i'    'eintet io   s.<   in#». rer.il tine; in  H  cei '. ;.> ;. 

Saver.,  sï,..M,   the.vlo.e,   be   ft fer* i   e i   ; «r ai«i1>*r  condi- 

tion* at  other   institutions   (in order   to  eataMiM. a   fair 

competition)  or at   ieast a  certain  iropcrtlcm  ef U*   re 
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could ohar.no 1  at  lear-t  a  part of their deposits into sr.all- to 
lart-e-8cale  ind.-trial   projects. A  functional expansion of the 
existing Post Office Savings System,  with its widely distrib- 
uted network of post offices.the introduction of legal and 
economic independence,   the  development  of a  (limited) autono- 
mous investment  policy which includes  the possibility of granting 
credit to industry, hai beon undertaken in two of the African 
countries. With reiferen«, 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 elo«e oo-opera- 

tJBnvith the national development bank. 

With regard to savings instruments, an introduction of the 
lottery system should be examined in case this has not been 

ilited as yet. Improved information and advisory sohemes 
__lch deal with repayment of otedit and various other organi- 
sational aspects provided bf the financial institution would 
help to alleviate the defioieney in future Afrioan entrepreneurs 

particularly in the rural areas. The prerequisite« for thia 
purpose, that i», for treining faoilities, will have to be 
established in the oredit institutions. 

t.     t 

% 
« 
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Tabi« 2. 
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