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Looreporaed dn 1eal i e LOS Gyl D e 4L e o wletbor int. oo b Ly
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ruitful use of Lty Lo the Lenefit o Lo corntey In o ubiet the men v i. Prve e
ol their om p b Ll o et Lion of o nore ] VOTUt Gnoeo ity coab doar tia
Lol dnterest g ocorit ] repioymert in ros oot of loora,

Llos. repiry, therefor » ust b had for the won enont of W11 i ne. . Ut
becn sild on wore thon oone oec o sicn thot Lodustyy roires ton, coney el
mechines and that if the pen cpre aveil ble, the roney @nd nechines o i ly foilov,

sf in an eminent biaker once stobed thet he ireferred "ehir e er' sbove
cotdeteral”,  but inother wey = it is foir to Guy thist the success of fmivotry
depends on production wnd merketing, inferrin of course, thot Lf those are
efficient, there will be no concern regspecting finsnce. odern irdustry lso
recuires hijh technicel skills but it is not the object of this paper to de.l
vith technic. 1 triining or the rrovision of wechnie ] Liuist nee o5 these ape
listed in the uymposium's apends as separ:te ltems,

Jo 1 onlv wigh nere to direct thought to the fact that the manopemort of money
#braces auny aspects of industry whether as a rre-reovisite for its rrocurerent
or its ¢ventual use, In this discussion, therefore, it is necessury to coeernt
that fi ancing per-se presents few direct problems, iletrc are, howev.r, meryy nnd
veried problems and conditions that either fucilit:ote its procuranent. opd free
use of it or mitigate ag.inst its procurcment .nu the oppliestion of it,

e the coments 1 shuzll meke may be sold Lo huve been muinly derived from 1
ciperiences of the Upands Uevelooment Cornorsiior Limited hut zloe cnmbrr co YLhooe

re .
of sinilir orpenisetions in other pirrts of wfriec and include pors-stot:lism of
A industriol rnature sueh oo failicy ard sir te nsrort and Jleclric ower se
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5¢ defore we move to the actual firencing of industry, I think it desirible, at
least to spend a few mirutes, simply to recosnisc the batwsround or clinmcte of
ord in which we are operiting in our industriaclissztion, ‘e pus: aceept Lthet,
while our problems will be overcome, they do eidist and make our tack, for the
frosent, the nore difficult, n wally, 1 aol oni with the nroblens peculiar
20 ofrice and not tinse of the continuin, devolo ment of industry in the more
ni; hly develored countries,

0o In the first cusc, isdustry in the norto of
relotively reve  surely for weny ve.rs ve bove bee
cover industries ard coaducting the eerlier rrocos:

fen we are connidering oo

dow lociar vur tronsrort
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e v e o vbic ontitnde bos ononoelb gped aad e deve lorod countries e riving

ceds ree irov orious forvs i irdustricoliastion progroanes of thne nevly indejer-

et eonorie s bee wse itois ruco nised thotowe sioil net roint in world nedce
Che existirg ois disprrity of stond rds of living, revertheless it means

bit we ore feced with costs tod.y frr in excess of whet they would have been hed

we develored industry ruck e.rlies, admittesly ond s percrel costs rise and o8

cean o ios wecome diverosified, this hendie p will disa; recr,

de second robem reculier to thes. africon courtries is, in most c: ses, the
Ao C— & B

(94
L
size of the norkets ior the finished products, 1 think it w.s professor arthur

lewie vho first co .ented in a porer on the ipdustriclisction of the then Goud
Cosst thut wonufsciuring industry vouid come to countries naturally orce the
courntries themscives tud established a sizecble spending rower in the hands of
the peorle, he coatirued th.t “his inerease in spendins power could onl be
achieved i nost countries by substintiully enhenced . ¢riculturel productions The
size of the m rket i- a major consider tion in the size of plints to be installed
cnd idle or purt time c pecity is cicin costly.

G, w5 an eside bere, one must also pention the verying prices that these countries

receive for their produce, In financing industry, ve look for & steady growth
clement but when morkets suddenly contruct simply bece. use the people suddenly or
over u pericd, cet less for their primary rreduce, then industry must be in a
nositirn yo hive the finence to corry th. t depression,

1C, ‘hirdly, the countries we are discu.sinf, or ret r the najority of them,
pevo recently ceouired their politic 1 independence ond thev naturally wish to be
irderoident in 1l spheres. Jhey cannot roly indeiinitcly on foreirn skills, be
svev in the fiold of pedicine, sducotion or industry. ‘he troining ol our oun
peovde nad the use of eastriotes untll ueh time o5 our ovm rnctionuls zre fully

typ oined sk bove driustri 1 coperience 2o 1n wdds to the cost which must be token

1E%

inte consider tion when tinuncling any project,

. P any .

s3, is the contribution thet cert in industries have had to rake to "infra-

cure” items zrd vhiel rave absorbed & rect decl of copitel, usuzlly not
veloy el countries.

Lob ooy Be < dd to be the fourth cost Lten, ¢ lthouh not sppliesble in all

g
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17, 1 pofer bere to u wide rorse of services, In arczs where new irdustries are
bedn, cet up ooccens roads bove usuuwaly had to be built by the industrialists, the
vrovicofon of o ter i the purific tior of it ras usu.lly had to be installed,

e sitin o, .y from d yetc=dy services, inevitsbly results in additionai costs.
Cven 3 roile ws ore dn vrosdnity, thoere eon be c.pitel contribution to spurs or
din o, oo Lodustri listas re ord unemselves as fortunste if they only have to
Beoe ool o contribution Lo slontricity ~utierities while others may heve to

et L1 oty oo ower sebemen,  wven tloge Who oy he fortunate in being near

Cleres asu llv cersider it rudent to instull st .nd-by c.pacity. ihen

, Lot acielilous en0Inoun o of housini, as ouite obviously in developing
1ndustry Sl s eter T Sy ool torces, whother for opel tive. or technicians
o e cmematd de Dorealdise, 04 COLPSE thot roliticiuns do, ord
» ’ ! ]

« L ianeees tho Sat g oF lnanotroy .nd for obviiuc ressons, but
Yo L oo ae et vt enatributes bo roditic 1 stability.




13, These “duitiorn .l costs ottribut. 1,

resulted in the irdustrices ot beln, e

countries rd Lins ciuscd the courtrics concerned Lo imyose oite
protection. itile t is ic tesir ble ot rrecont, it io oneb in the
advantafe of the pcoples thawselves Lo be sheltered ©finst comretition to too
preat an extent,  (ur building of irdustry rust wim ot Figh officiencics if we are
to raise fl.cnce for it und, of course, tiere is the othor 1 ctor thot we vish
eventually to compete ir world markets :ird connot do so a3 lon:
as hijh us they wre nov,

e Lo this nev develorent, boove e ly

spelitive with the older os bl aled
subiat 0 Lt ey
lory torm to the

N
1
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4. this is the nmajor aspect of finencing that 1 wish to pive rriority of
considerction,

15, ''he countries with which we are concerned h. ve rightly beer in ¢ hurry to
develop their irdustries and have not left the initiative to vrivate enterprise,
~In any event, private enterprise has also had to consider the stability of the
politics cf developing countries and have in sone cases been hesitant respecting
teking anything above norral commerci-l rigks. To meet the pop, the governmentes
hcve, in most instances, esteblished stute sectors in their industrial economies,

1l6. (his has token various forms eilther in the setling up of stute irdustrinl
corporitions or boards und or by the participstion of the stutes in industry in
pertnership with private enterprise. In other ccses, private enterprise has sold
its services to the governments, with the let.er providing sometimes tne whole, or
usually the majority of the capital and in other directions the fovernment has
provided all the cupitael, using the individual services of eapatriates, In
t=ising this aspeet, it is not my intention to ret involved in discussicon of
politiccl philosophy respecting nation: lisution, stote trading or the rest, le
are all aware of the varied methods adonted by virious countries to meet their
own recuirements and the lons cnd soretires tedious discussions respecting
rhilosophiies are not our concern., lerhaps in most courtrics there is on e lement
of stcte perticipation in conmerce and, for instunce, I know of no country which
leaves its post.1 services to private enterprise, ihe range we sre confronted
with mbves from nmerica where there exists rerhaps the Jarpest single paraestatal
organisation in the world in the kew York Fort autnority, throwh nation:l railways
and airlines down to small perticipation by the state in irdividusl industries,

17, All I wish to cover here is the relationship of the state to wud with
industry as it affects financing,

16, It is, however, important at this stuge to accept that the people of apy
country and of any stage of develorment do properly re-uire accountabillity

through their legislatures, llLere public money is being uscd in inudustry, or even
where facilities are given through Governnernts in the way of duty refunds for
irdustry, tax holidays, ete., etc.,, therc must be zccountzbility snd responsibility,

19, In my ovn view, this cun best be defined in laying down thut the parti?ﬁ}ﬁr
~inister is, ard should be, responsible to the legislature for the legiclatiorn
that porticular parliement his passed. Developins, 1 t. ink, the accerted thene
that the most difficult urt of government is wholly differcnt te the mon pement,




ard crerotion of industry, it bus been vroven desir ble tt ot the poverrments
do not enter the doy-to=dey aft.irs of lraustry. 14 responsible i.inister
meintsins nnd .ontoins his resronsibility to the lepislation properly accepted
by the teople, tben the providers of finance will have much nigher regurd for
tb¢ entity to be finsnced thon should the reverse be the cuse,

2G. ¢ then rove to the question of directions to ary para-stotal organisation
wonich m.y be mele in the nationel interest, 1 sugpgest every country will recuire
this but depending on the legislative provision and the applicution (which I
shall revert to later) this need not, of necessity, be a deterrernt to financing
industry.

21. let us nov move to the example of the liganda Development Corporation Limited

and T quote it becouse it hos been regarded by people outside the territory and

oft quoted by people who have studied such institutions as the most successful
development corroration in the Commonwealth, and in faet in Africa, I am sincere g
in my view that this cleim or assertion was made possible by the structure of the | ¥
U.u.0, cnu the regerd to it by its owners, the Ugandz Coverament, OSetting i. up

on & firm foundotion and control of it positively influenced financing to it.

22, It was oripinzlly discussed in 1951 at a time when the then Covernment had
entercd one or two cormercial ventures vithout reserd to what industrialists con=
sider true cormercial maragement, Fortunately, the Covernment recognised this and
wished to esteblish a body to gpive effective day~to-doy menagement to these
severasl interests. At the same time, there was the impelling necessity of
achieving an accelerated pace to the industrial side of development in the country,
It was therefore decided that the same body should be charged with the task of
porticipeting in and t:cilitating developuent on the inwustrial front,

2%,  iuck consider«tion was ;iven to the structure of such an orgunisation, Ue
hed seen the ( roundrut chkeme in Tenganyika (now icv.zenia) and the loss of some

£30,000,000 of uritish tazpsyers! money. e had seen the efforts of ancther oy
develorrent, eorrar tion on the ' est Coast which had token over ea-enemy estates LW

which Lecone rore interested in the disbursement of their profits than the control
ani org.nisution of the seversl enterprises which it owned and vhieh were making
profits, Ge.er:lly we recognised und night be congretulated for our forethought

in sdmitting that in rrocedures ard coitrols, (overrnment and commerce or industrial
ors nis tions differ, ‘his is not beins disperaging to ei*her but simply recogni=
sing a fact.

2y I reporc this of suck imortunce and so relevant to financing to digress and
Lo cuore = rot my ovn viewe = but & recent factuel stotement mude respecting an
irndependent siricun state of some yoors senlority and by 2 kinister of it, It

pouda:

" ke L inisiry of rincnes foit it necessary to bring to the
sttertion of rardisment ond of the country as a whole the meny
s tiatociorv fe tures which had been brought to lisht as a

yeruit o1 o prolimin v caominction of the accounts of the
vt oo tions  rd of zubsecuent discu.sions with the

X

Lt ot et these ot oririzes, he main problem facing
f1. ot ot o otor vos stotoa to e the lack of au lified
Cersoita L, perticulnrly ccountunts,  Jhe mand pements of the

e
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develorment s affeecting troir ernterpriscs or ili-irf
about them., . ho ciuscs for the covsastent 1o .
most of the erterprises in the stete soetor

‘ormed

|

|

J

cory .. tions vere found sone!incs 1o be uic boop ot oy |
A orode by

cere Jiste o snt e

1. High wages and salary i1l in relation to turrover - i ;
si;n of luck or budsetory control,

2. Lxcessive sclaries in relitic to the o] flestions ard

18

erperience of sone of +h- holicrs of the posts,
3. Heavy overheads,

Lo Poor and inefficient manzgerent ,

5. Poor costing systems and production cantrol within
the enterprises,

6. Improper pricing and inadecuate sules pramotion,
7. Under-utilisation of plant capacity,

The kinistry stressed thut even for those corporations which
had submitted balance sheetc and annual plans, their figures
had to be accepted with considersble reservations because of
dousts on whether adequate provision had been made for
depreciation, Of thirty-two state-owned corporations in vhich
the Covernment had invested some £G40 million, net accunul:ted
losses to date had been incurred of nesrly “014 miliion,
principally by the Ghana State Mining Corpor«tion (£Gé million),
Ghena sirways (2G5,1 million) and the Chana Stete Farms
Corpor.tion (£G2.4 million),

In contrast to the iosses made by the st-tc-ouned enterprises,

the accounts of the joint state-private enterpriscs showed total
accumulated profits of £0669,000 from total investmerts of ¥G1 S
million, out of which the state's share arounted to LG569,000," e

25, Recognising the Ciff-rent approach nccessary and the different techniques s
involved, Uganda decided on a Company structure for its corporction. Fortunutely, '
at that time (1957), the Government had surplus balances and wis uble to found
its Corporstion with equity capitcl to ¢n extent of £5,000,000 - subueauently
raised to £6,400,C00. (edey the Corporustion is meking » profit of wecll over
£1,000,000 before tex or 19% znd after me ting wax and allowing for minority
interests in its subsidiary companies about 84 on its original copital, O-erating
14 this manner and establishing profit earning concerns, it had no difficulty in
raising current working cipit:1l whenever it necded it ond 2lso, beciuse of its
rerutution, and when planning the finonece of a new industry, could readily obtain
bridsing finernce. #11 this led to the cash aceruals from decrecistion »nd profits
veing directly available to it,




Drtes sts ol Jostounder 9,000,000 or L0,00u, 000 cprreciition on the Loverment's

origln.l hivestient,

-y

others +ith vriv te enterprrise hoth indipenous and foreign nnd the group of such

oe, sbe rensen I he.o given these brood fipures wnd ot entered into det:il is
in arder to :void & nistoric.l survey or fectual compendium, but rither to
illustrete "hot ¢ n be cchieved with the right structure for firsncing, 1 hold
strongly th.ot tl - best basis to ficilitite not only fincncing, but overzll
success is 1' be simple compiny structure arnd with ecuity c:pitcl., lLesponsibility
for the success or {7 1lure of the type of corpor:tion to which we are referring
is then cle: vly with the Uircctors of the Compsny appointed by the shareholders,
1. con huve flexibility of over-tion in the hindling of stalf, Il cun invest in
subsidiary comrsrics or invest with coumercicl private enterprise pcrtners in
meny activities tid raintan o the company structure throughout. It can bring
on Lo the boards of subsidicry or ossociated companics indigenous Directors and

well mon Le»d, m fhn hes ¢ grest chance of success and of importance to this
discussion ; 1t becores an institution that can raise its own finance, It can

plon sheed ard ot be dependent on annual votes from treasuries Lo carry out its
€uq‘h¥.;“&;10h LIQEYT. TE 3,

29, 1 peferred .orlier to the wish of any government being the sole shareholder
beins «hle to z its Cor-or tions directions in the nutional interests of the
count.ry, ith terlismentory responsibility, 1 think that must be accepted and
swh ig the cose in even more developed eountries with nationalised industries
or stutesowred undert. kings, .ven with © comn+y structure, it is easy to
im:lme: such & cliuse und the device used in froming the U,.u,.0, limd ted ordinsnce
wis to include o clouse perritting the Government to npply most sections of the

Countrv's Comeny act to the Corporaticn and in the lepal notice of applicution

definia the qet 1tself as the oemor naum of issociation of the Company.

30, sow it mey be sald thet with such o clause which could compel a corpor:ition
to cnter into ventures or activities which would losc money, would frighten any
lender of meney Lo the orpunis ion ond genersnlly inhiblt finance raising,

E ‘hie recd not Lo fthe cascy  In the ordpgin 1 U.oC, legislation, there wes
sdded, «fter sueh o eliuse, ¢ proviso to the effect that if the Docrd certified
th t the ~orticolor girection jiven would couse it Lo lose money, thon it need
rot. corry ont such diicction uniil the le.islative (ouncil had confirmed such

dircetion oo ontoohonopE onoo o e, pelid o Tanstn omeor 1o0noon tho pLotionlar
1 ;'\",*l.. TR R AL [ R ot e & whn o he o PN L TR SR ;}L‘?'R."‘lniai
o opbo orwvoen el - AR I AU I USSR CRANNCET EPT SRS B U5-uln S 15 R S SETE EC/S ERRY
N U N civ i LA L e

Cor Ui L =0 od e w Jornent coryor Lion s se worded 1ts generid
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Jiretion elm vite o rroviso rospecting the nveilsbility of finence and this

Yie e uoe s oaole sleorebolaers bove vist oa Lo creed develoonont, dividends b
. . - v ey e ;- . X \
Lot e tecdited out 1l ¢ ornings less oo (0055, 00 in 1903 and LG5 ,000 in 9(3/;/

¢
beve biees oowbod baek ond todiy the consolidotod bilance sheet shevs stareholders

27. o ltrouph tle Lorior uion owns some compinies, it perticipates in 2 number of

comy nics ovredl o osets at the end of 1964 of bout 17,000,CC0, emnloys 15,319 men
or vorern ot neets a s lerics crd vopes bill of approximately £2,800,CCO tnnus'ly,

soin with loc 1 suthorities in «gricultural estate ventures where land 1s inveolved.

w



1s o rescors bo Sote word,

33 snother srnd o substoitind irdustrd Aodevelo pont cor

( ot : erotlos i w0 eloases
of cordio Lodivided 5 betiveon woind 3 oob vl g cloordy owbe
activitics in thit scetion of the Cortloulir coreor YHon nidh vrer oo
entirely corcerciil bovic,  the eliss 2 shurcs ecver ot lonal undert. oirvy o owhich

might not be commerci lly 'rofitible bu which the tovernnent vishes 1o choson
instrunent to undertike cnd the sceounts for this ooction oru rotur My goper to
and the finaneing is independent. But lot us be o in i thit even with the
compeny structure, the porticul v cor o ‘ion or bods o corry out Lyency work

for its Government and usuaily t 30 15 @ id for direc. by Goverrnent.  the U,D,0,,
for instince hid & clause respecting tecunierl rescircl 1ork vhich 1t could best
carry out ard there is provision for Government peyin, ot for such vork where the
benefit was cle rly for the cowurit: s o whole and not for the torpor. tion us
an entity. |

34. But t king an overs1il view, it mugt be borne in mind th. t the jovernments
ownin; these v:irious agencies to vhich™ I have referred ire the owners snd they do
vant them to succeed so it i cuite obvious tn t, they vill not hinder their
operstion i{ they re genuinely concerned with the true .nd proper development of
thelr own countries. Any problem thst would srisc eould best be backed by the
Government «s a whole or obtiin confirm tion from the legislature, his would
obvirte weoknesses of individuels,

35+ I wish now Lo move on from wholly owned Covernment development corporstions,

. Ve e ¢

36, to assist in the firuncing of industricl development, vorious other devices
hove been zdopteds the sorthern Nigeria Uevelo ment Corporstion concluded :n
arrangenent, with the Cormonweulth Developuent, Corpor tion some veurs boack to
estublish & new body (Horthery bireria Investnents Iimited) to which the 1,0,0,0,
trrsferred shares in several profitable compinies in roturn for shires in ool .1,
Lrnd the C,D.C, conitributed un equivalent acount of cush and o lol, is run s a
separcte entity on a 50/50 busis of pertieination between the parent bodies,
nnother device was adopted in the last few yeors in Keny., Uanzanin snd Uponda
where the Jritish Government, through its Cornonweslth Develorwrent Corporation,
the Lest Germun Government, through .its similur develoruent wpency and each
individual territory subscribed & third of the money .ithin & limit, azs it wvas
required, for finuncing purposes., ithe only control required by the top bodies
is "preliminary cleciance", inhis ieant thot esch ajency hod bto pive vrelimin. ry
clearance without poing into any detcil whotever of rrojects Lo be entered into.
The reason for this wis to ensure thot the cupitul provided would be invested in
industrizl prometion eznd not used for, as an e.omple, the m nulfocture of orms!
Ihese three bodies which sare known os levelopment, rincnee Compnny of oonye
Linited, langenyike vevelorment inonece Lompony limited nad Develoirent binince
Company of Ugund. limited cre now firmly set up as finance hous.s bub ratursily
do rot spird so nuch noney ¢s stoboeovmeand develorment corrorstions in loowirg
for mmdustry but are rothor orer.ted s fiuernce bouses to roecive wpplic tions for
perticipation.  ach of them bas scope lor the entry of cnotier country so that
thiere misht be four or fives shorcholdors Iro ouch rnoentiby oot with o eay

smount of egquit:; cé;['ajL 1. In the cuse of tne Uropd rirunce ‘;:")Uf,'—l!, the Hiornds
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S AU S T SRR S S & A Lot ot i at en ool 1o ool 1L Leveozen, rd
coentribut o2 ar o of i roftt ¢ iy upnere dings rotloo thon e sh
i 4 tie A l‘*&, (& t,? i § *) t . -k Ve t} . o‘ ol M J"uit.rj. l 301"'1»1.
7 ac o ber 1oas L en oL oun cide iticd tien in . com . nyv structure is the

i, 010 1 dreauses: 1loveveodo rent onk lritedy a; in o Jinenece com . ony, initielly
su rorto oo ooy tie (oo eme cdth Lovele rent inenee Conrony iimdites, the (entr 1
ooane of ol eri nu o the dnters tion 1 sinonee Lor or tion, but nev b o su,cort
fren. Iooxi o 18 ne 1 dnstituticns 1o ouro o, Juprn and tio Lniood o totes of
ceric. noa in cual deny the seuer. 1 Covermont hao mede loag=t rm interest«free
o te th ecn o my

3

3

. i rould lile heiv to 4l ress cia b lesst ventieon vhat & ropord es ¢ very
arort no oo oot finveedla o in oke wevilo wint bonk to vhich 1 have Just
referrcd, s iieiions  po lndividu lly dnterecied end (ro shorcholders Lut not to
Jiv b went, oy of the bowles 1o v hieh L borve referred bave hid ecopiiel
orovided vy the counirics themselve , . libough projerly »orovided through govern-
ventbo, the moiev 15 the pooplo's monuy. ne vould like to see & §r . ter prtici-
ewlon by the Lodividu i person rwd w8 sliivcloldeis. .oredpn loins or partieipae-
tion in eculiis by the ;oepl ircow outsiae the pirticulir country h.s been welcoed
i 1s necessiry. howevir, luotorest nust be pedd on iL cnd in respect of loun
¢ 1 3, the ¢ incipel must cventucily be repcid. Cbviously «nd in duc course,
thic 1. ;oln, o offect vhe b L ice oo =oruwents of the country concerned whercss
if tre 1oue v po ul tien themeclver vorld invesi, elther b ey of eculty or
b v oof locn o itcl, then dv 1 .peyument is vithin the countrv nd vould not be
det:ivent 1 to th b somee of noyments, 1 ore lis , of cours , th.t vo re t lking
of covatr: =~ vho bove wd liens of v o 1o tith i wie "er e i’ incores and
Pove Mutle oho ter caythi o but thedr cosenti 1 frous Buu ot the s ue tine, e

1e dev Zopin; . ¢l os of torer «nd joverument officiul (not to sugrest sovernnent

otffielc ls .. nou vorn<is)y vho  ro aoining goed nuy wnd tleo till, in due course,
be ¢ vin dor their old ey «nd tor their fimilies and who would be prep:red to
iavess in such cor or tion., rovided thet Lhey ire ¢ ssured thit they cre properly
run oo thet they will Do peld ¢ mojer return on their uoney.

9¢ . foeilivy vhich vill help in scevercl directions the over 11 fincncin; end
uklic sboerelholdia, is, of cours., the developient of .tock -..clenges. .Jec usc of
the saveity of business, thes: howe beon slow in developing but also this is
sttrisut Lie to the lica of knovled € - .nd 1n so.e inst.nces - the 1l ck of
euve tion .rd the illiter. ¢y of the m.cs of the popul tions. ..ven those .xchunges
tiv L bove develorea hive fouuu that tlere cre not - veys vuyers to m tch sullers
sind sollars vo Loteh vuying rocuirements so cuotitiocns heve ssumed o fictitious
nibul . oL the oome Ll ey ther. ere oculte sizeable sums of money aveiletle and
vooin the s o1l covntry of Uy ade reiscd 41,500,€00 in Ug.ond. _lectricity Jourd
w0ds L bhe oot coovnts of the Uronde Crouit ond ovings sank (now th Lganda
Lo ieiet 4 o ihdied) loweuw uerosits Lo o nocxtent of over 22,000,000, he
crovlen here 3o v U cuch recoure s orc vl t my be referred Lo as unsorhis.ic: ted
Conesy Uiy sl dorosits, ooinl by those vho cre os yet illiterate énd on
¢Coade o e duering reotirovento ol induc orv, it sust be admitted th. t the
coLoothie w0 our counuries hive usucsly hoa o oovin s derk soctions cad the Lonks
1 ies nive coll eced ¢ preci.vle sums in sme 11 umounts, port of
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which has gone int irdustry or tr+ bonsing of inovetri 1 or Ero. 1M e
difressed herc sore hit but th. point Loamroding 10 the dicatility fron s bleh ve
skell suffer in due course of too much borroving {ron overcoas, ‘,‘ig
oversc.s borrowi.y for the tyre of undertining w. wrc
be . nmejor problem in tre 1970 5,

v s gt : P
(‘OLS;‘J(!)(.; Yook od

40.  .n entirely difierent type of finoneing whick 1 have not covered is “he sule
by cert.in industrialists to afric.n Goverrrents ot complete pock. e 1o 1s sonee
times accompinied by un element of training or the lesving of sreeiclist techni-
cicns at the industries folloving construction. ihere are scveral inst cnees of
this 1in the Lest Coast and it is developing further orn the .ust Coust wlthough in
some ¢uses the loans becking such deuls are direct from the lendiry Toverrment to
the wfricon Government, ihey are inevitibly for specific projects and ure not
general financing of industry,

kl. There is also the big;est lender, the Intern:iional bunk for lieconstruction
and Development (the lorld Bank) who have msinly concerned themselves with
finencing railway trinsport, power schemes and roads but I think it preferable
herein to confine oneself to direct industry as opposed to the infrastructure
despite the fact th~t trensport is very much an industry. at the same time, it

is worthy of mention, in the financing sense, that the basic structure of railway
transport or power concerns have been influenced by thelr own finsaeis | structures,
In the pust and in thesc develo ing countries some of such undert.kings have been
run &8s Government Lepartments und not «llowed .o tuild up their own betterment .
funds or rerewuls funds. 1hosswho have been celf-uccounting, wiihout netu.lly
forming compenies or corporations have been oble to cre. te some c pital by the
contribution of e:rnings and hence are able to negotiute betier teris. an
illustr tion of the reverse urd when an undert:king - in the cioc 1 have in mind,
the Ugand. .lectricity doard - borrowed all its origincl c.pitcl and had ro ecuity,
the :orld 3 nk had to insisi on such rctes and net ods of scecounting thet forced
‘that. paurtieular Board severely to enhance its rstes,

42, I. is perheps out of its context here to mention the finerein; of sir trans=
port but one should explcin why one hus nentioned but reil tremsport, In ry view
and beczuse plenes are earning money virtually from the time of delivery, Jhey can
carry credit finencing or a leas=e basis vith the supplier crranging finaneisl
backing. Lven straight bunk borrowing is acceptable in some ¢ ses,

*
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43, 1 would like now to move to the more direct finuncing of y. *iculir irdustries.
liost of tie particulsr industries arc formed us compirnies rod hoence the @ rrument
respecting equity ecpit.l in principle does not zrise, ihere does, however,

«risc the proportion of equity c.pit=l, [ stronglv ndvoeste thit cert: inly in the
first few yeers of any industry, the e:iri.cl should be enuity rd of a type

-

cipecting a reasonable return after sever 1 yo.rs of oner tion, :here b:wve been




Torooo s vlst e sovade b o itly oo iy the eoputely, the b Lo, cre ting the
conooor itk enent of coulty but o osubst atial crount of loin ¢ it l,
Fetibe s by o 01 dewenture or other Soineof 1w or rrcforeree stores, Lt must

te roocrbered Lot e 1noafric bove nony org obdope wbieh ore ot conrne i to the
Lore develor s eountrics,  inas'ry ls ne Lo tie peorie sord while orerotives

on the vlcie cre rosio cive, thoy dncvit: 13 beve to o throwk o longlsh reriod
of tr iring - I reder ere to o eitives  na not inustricdl mnogers.  he

$ ine 1. ol oeostly od ene wost foce Lhe oot thet these new industries

o

Lr.ining
auring thot tine of Lr indny will reke losses. hese particular corm anies

Just coomot off L1 ooy intorest on loen oo ritl in the esrly yeors, I em, of
course, Avare of borw loins in respoct of t cir develorment corror:tions where
the ¢ 15 jrovision I.r » rest in the rer yment of co ital but nevertieless,
intercst cceruves thorcon eod such type of financing is fur more suitable for an
estublished irdustry ihich ~dshes to ex ud th. for ¢ new irdustry., It nust
also be borne i ridid the o the spount of ¢ pitil recuired by industry in africa
ig fur in excess of thit rocuired by industry in the riore developed world. loecel
industry, becouse of distinces and tire of tiransvort has to carry a much bifger
inventory of sperss snd suditionslly in sone of the najor industrics, it is
necessary to cirry ‘hot I refer to ws "insurance" spares, | refer here to mcjor
parts vio ch cre not normealy exrected to wear out for 10 or 15 years but if, by
aecident, they aid orek then the whole indus.ry is brought to a2 stardstill,
wome™ L es these spares sre nover used but ere revertheless @ necessary insurance

against ibe compuete breckdown of s nlant,

SGhe  where 10 e¢loe the cuestion of rov motupicls, rextiles zre a bip field of
develo oot 1n presont circumst aces of nost s fricon countries and they have to
Ly their cotton wnd muy for it in the nonths it is produced and earry e.ough
stord to sce them threugn the bolonce of the rrecr, Lonetimes they hive to carry
3 bip ish stoek even st the end of the year against feilure or prrtinl foilure of
oo eren. cdpitbedly the finenee for this con gener: 11y be obtiined by hypothe-
cotion of stocis from the co nerci i b aks orei ting in thes. countrics but, ot

sove ure pecudired o pive over il debentures which soretives connot

rouse the coucerrn has o drecdy pilven o debenture on its cssets on the

nedog dhese countrics canno! be comrares with the ore developed
conusuoly buy Lheir row meteriods currently throughout wny one
not restricied bto but one rarket,

cotlorn of finished goods cna & 1n becwuse of segsoncl
erove, the goending power of the people i the urderdeveloped creas is in pecks
crd v sdeys and stock musy be built up during the wonths of no lncome af-inst the

, 5 of finince, one murt noi forget the very importent
creaits thot wpe svedibble from nechinery menufucturing courtries, .ome are tied
Looprocarcrent for obvicus rocsons bul this pofers geners 11y to such international
vy tovernnent to Goverrment such o Ul enelede znd to the  orld Bonk who
arder Sts vhorte s adrdts its derding to offshore costs, I sm referring in the
pentren ol ered it to the cpr iccroct At exortiryg countries hive, not so much

ot velne cut de b Dsun o of the privete cnterprisc esporters in iving
b e by o severs Do lying countries have urrange-
A B A LA caorovien e e oy th tyre of fiveonedng Lo be undertaken

CUT bt gl b TRk thane who Yoove te o throush their more intri-
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L7, lauck corld be written or spuien on resrecting the det il or the oy sources
und types of finanecing that :re sviiloble ~rd neturc,yy thy viry it the
individucl lidustries invelved. .o try end cover then Il leredne vo 3d et v
exceed the wilotted ten th of thiz cor.ribution, )

i vave therefore ernde veurcd Lo
adhere to the :rinciples involved and det: il ciny of cours, ererge in discuscion.

ihe nssigti.nce of Governrents

48. L rlier I have mentioned the nrovision by the [ »vernnents of the vorious
territories invoived of the infrestructure in the wiy of essenticl services to
indus.ry, some of which, of course, would be develo;ed in the ruising of the Jiving
standurds of the people and not specifice1ly as assistence to industry,

49, At the same time, niny of our countries have intreduced what way be rejorded
as specific incentives to encoursge industry and the firnoncing of it,

50 womeé hive endeavoured to avoid un-economic competition by the inlroduction of
industry licensing or by the declaretion of certcin industries ag " ploncer" .nd

restricting certain facilities to them, Others hrve introduced tox holid: ys or
develorment ailowinces in their income tax and corporition tis structures,

51.  wbout all have import duties which originilly were, and still are, for
revenue reising purposes but which have been enhanced to protect the infant indus-
tries, bome heve anti-dumping legisletion ond rost hive soe lorm of foreipn
investment protection acts, In some ceses we have prohibitien of the import of

, competitive goods and other countries move to suspended duties,

52  All these mecsures are to assist industricl development crd rence rike ecsier
the finencing of it. Ir sone mewsure, they counterac’ the hith costs of cstablish-
ing irdustry which I dealt with e.rlier and it is debatuble vhether in frct ingort
surcharges imposed by the nore develored countries do tend to affect bDiluces of
payments or to a grewter extent essist their own industries, Industry is, hovever,
vitally linked to the economy of any country,

53+ verhups one incentive that is not provided to o sufticiently adecuste cxtent
is the provision from c¢nd vithin the country of the ndddle cliss oreritive, [ am
not referring to engineers, chemic:l engineers, sccountants, chemists and the like
but rcther to the nen direetly concerned with the ojer.tion of the s chines, fhey
heve little industricl inheritance or experience ard while nost of us hove trede
tnd technic.l schools, there is insufficient of the polytecinie type of ingtitution
providing to industrialists the people who cun rake or ¥ reck iniustry in the
financing of it,

5be  In conclusion and in respect of this finineirg, | wish o se b ck o the

qu. stion of sound managenent and sound bisis for srny industry te be fineneed
perticulerly from outside the country concerned, admittedly, thero 2111 be
feilures or frustr.tions in sonme ceses, but we vish, as firss poossible, to hrnve
our industries at a level of efficieney eventusily to st rdon tivoir own end in
world competition with the more develeoped countrics, I know thot is o hivh aim
but it c. s, over this next pericd be ochieved, Ir resne et of irsustriol fincneing,
we wish the lending countries to have hich reird {for our thinking ood for cur
capacity to develop them on industrial line: so th- ot trew repord thedr poncy 45 an
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