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F O R E W O R D

Prepared by UNIDO Secretariat's Regional and Country Studies Branch, 

Division for Industrial Studies.

This study is part of a series of surveys of the effectiveness 

of financial intermediary institutions such as banks in collecting 

investible funds and channelling them to manufacturing enterprises 

in various parts of the developing world. The purpose of tne 

following section is to introduce the subject of the relation 

between financial intermediation and industrial development. 

Subsequent sections make a brief presentation of the surveys.

Financial systems and industrial development

Development economists usually discuss the subject of finance in 

terms of saving of adequate amounts of real resources to achieve 

given targets for capital formation. In development planning, for 

instance, it is coimnon to estimate the resource requirements of a 

desired growth rate by means of an incremental capital-output 

ratio. This ratio determines the investment needed to sustain the 

desired growth of the capital stock. To match this investment a 

corresponding amount of real resources must be released from 

consumption. Thus, financing is basically an act of saving. At the 

practical level this approach usually stresses the need for policies 

to raise the quantity of resources saved for growth.

While this conception is useful for many purposes it neglects, 

however, the fact that real resources have to be transformed into 

investment and that this transformation can be done more or less 

efficiently. In the present study the focus is set precisely on 

this process of transformation, '.lere financing is understood to
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mean Che provision of purchasing pover Chat investors can spend in 

advance of production. What matters here is not only the act of 

saving but also the transformation of these savings in a form 

suitable to investors.
m 1/It is only in the seventies that the intermediation 

procedure whereby real resources are transformed into lending was 

fully recognized by development economists as an important factor in 

capital formation. Since then it progressively appeared that the 

finance of development could be enhanced not only by increasing the 

quantity of real resources saved for investment but also by 

improving the effectiveness of the financial system whereby part of 

these resources are channelled to investment.

One could consider that in performing its intermediation 

function the financial system influences the amount of finance put 

at the disposal of industry in three respects.

To start with, there is the transformation of saving - mostly 

done by households but also by the government, the corporate and the 

foreign sectors - into financial assets. These financial assets 

constitute a pool of transferable funds from which the financial 

institutions can draw to onward lend. Such transferable funds are 

crucial for the financing of newly expanding sectors. The first 

contribution of the financial system to industrial finance thus is 

to offer financial assets attractive enough to compete with other 

uses for saving such as hoarding or speculative purchases.

1/ When the publication of two books drew the attention of
development economists to questions which previously had been 
discussed almost exclusively among finance specialists. See 
McKinnon, R.I., Money and Capital in Eco~iomic Development, The 
Brookings Institution, Washington D.C., 1973, and Shaw, E.S., 
Financial Deepening in Economic Development, Oxford University 
Press, New York, 1973.
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The second aspect is the transformation of financial savings 

into lending. In the industrial field investment-funding basically 

requires long-term finance. Thus the financial system contributes 

to industrial growth by transforming short-term financial assets 

into the long-term form of the loans demanded by industry. Thi3 

"maturity tranformation" seeks to reconcile the 3hort-term 

preference of the lenders to the long-term preference of the 

borrowers under the umbrella of the law of large numbers.

The third aspect is the allocation of investible funds.

Financial savings can be made available to various alternative 

uses. Industrial investment is only one of these uses and it has to 

compete with housing credit, commercial credit, government 

borrowing, speculative purchases, etc. In practice there are wide 

inter-country differences in the proportion of total financial
ysavings going to long-term industrial finance. This fact 

suggests that ..here is considerable room for increasing the finance 

made available to industry by imposing appropriate orientations to 

the financial system.

While acting on the financial system, which is only a set of 

intermediation channels, is not the same t. .ng as increasing 'he 

amount of resources entering into the pipeline, it can attract 

additional savings, reduce leakages during the intermediation 

process and deploy the transferred funds more effectively.

Improving the financial system is therefore tantamount to raising 

the quantity and quality of investment and hence the rate of 

industrial growth.

--------- -̂----------------------------

1/ See Carrington, J.C., and Edwards, G.T., Reversing Economic
Decline, The MacMillan Press, London, 1981. The book documents 
the differences among the Pederal Republic of Germany, France, 
Japan, the United Kingdom and the United States of America.
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Furthermore, it may be noted that efficient financial systems 

are needed not only to fully mobilize domestic resources but also to 

attract as much foreign resources as possible by identifying the 

best investment opportunities the country can offer and by creating 

a reassuring atmosphere of financial soundness«

The Surveys

The series comprises four surveys. Two of them offer 

bird’s-eye-views of Africa and Latin America. The two others review 

selected countries' India - to which a complete sui/ey has been 

devoted by virtue of her size and the sophistication of her 

financial system - and Bangladesh, Indonesia, Malaysia, Sri Lanka 

and Thailand.

The surveys examine the source and type of financing and discuss 

the influence of the existing pattern*, as well as gaps and 

deficiencies in the availability and channelling of finance to 

manufacturing enterprises.

Finance is in part provided directly to investors by initial 

savers. In this study, this source of finance is only dealt with in 

passing when the surveys discuss self-finance ov when the subjects 

of company deposits or security markets are touched.

The central theme of the surveys is financial intermediation 

between lender and borrower.

The surveys examine the three main aspects of intermediation 

mentioned in the preceding section - collection, transformation, 

allocation - and adorers the following questionss Does the 

financial system make the contribution it is capable of making? If 

•o, what should be done to keep the system in good condition as 

developing countries undergo the profound structural changes that
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lie ahead of them? . f not, how can it be brought into working 

order? It must be admitted that these questions have not been fully 

answered. The resources assigned to the task have been designed to 

provide background surveys, not specific solutions. It is felt, 

however, that the diversity of experiences analysed allows for an 

evaluation of problems, issues and policies that will be useful not 

only to the countries surveyed but also to other developing 

countries as well as to development finance corporations and aid 

agencies.

Every survey contains, of course, its own insight shaped by the 

particular circumstances of the region or country reviewed. The 

survey of India, for instance, offers a detailed financial analysis 

based on mere than 2,000 balai.-e sheets of companies in the 

jianuficturing sertor. The analysis is extended to several groups of 

companies and covers the financing of fixed assets and the financing 

of working capital in addition to the overall financing pattern.

The African survey, acknowledging that Africa is heavily dependent 

on foreign financing, pays a good deal of attention to the relation 

between domestic and international financing. The Latin American 

survey presents the sources and uses of funds by industrial 

enterprises and analyses the main financial ratios of selected 

groups of enterprises in a number of countries of the region. The 

survey of Bangladesh. Indonesia, Malaysia, Sri Lanka and Thailand 

stresses the role of policies, such as tax incentives and 

accelerated depreciation, designed to generate resources within the 

industrial sector itself in the context of insufficient supply on 

the part of the financial system.

Underlying the particular insights is a common canvas to which

the substance, if not the format, of all the four surveys tends to
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conform. A synoptic scrutiny indicates that each survey reviews the 

main parts of the structure of the financial system - the financial 

institution, the financial instruments and the influence of 

background factors on institutions and instruments - in relation to 

the major fur.:: «.inns of the financial system - collection, 

transformation, allocation.

The structure of the financial system

Schematizing a bit, it may be stated that the analytical focus 

shifts from one aspect to another according to the degree of 

financial sophistication of the region surveyed.

Financial institutions

The main financial institutions exercising an intermediary 

function are the banks and the development finance corporations 

(DFC). The paper dealing with Africa, which is on the lower part of 

the sophistication scale, gives emphasis to what constitutes the 

infrastructure of any financial system: the Central Bank and the

commercial banking system. The paper on Bangladesh, Indonesia, 

Malaysia, Sri Lanka and Thailand gives relatively more attention to 

the role of DFCs and specialized banks. A cross-section of these 

two surveys reveals that the financial structure follows a typical 

pattern of change in the course of economic development.

In very poor countries the most important aspect of financial 

intermediation is the policy of the Central Bank in providing credit 

to productive enterprises.

Time and savings deposits require not only full convertibility 

into the means of payment but also a real return which is attractive 

enough to compensate for the time restriction on liquidity.
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Provided these conditions are fulfilled, a relative diminution of
f

coins and currency occurs and the conaercial banking sector, broadly 

defined to include interest-hearing deposits of all kinds and 

possibly intermediate-term bonds sold to final savers, tends to gain 

importance in the organized capital markets- If banks are to take 

their due importance in the financing of industry, it is recommended 

that facilities should be made available throughout each country to 

acquire claims on banks.

As development proceeds, the rise of demand and time deposits in 

conasercial banks is supplemented by the emergence of pension funds, 

insurance companies, etc.

Tne banking system usually is the main source of financing in 

the irdustry of developing countries, but its credit is almost 

entirely short-term because the banks lack the incentives, the means 

and the skills to deal with long-term credits or because they are 

prevented from doing so by law or custom.

The purpose of the DFCs is to f*.il the gap in medium-term and 

long-term credit and investment.

Financial instrunents

The papers on India ani Latin America, regions where a 

diversified institutional basis already exists, set the focus on the 

instrumental form of the funds provided to industry.

The Latin American survey describes the structure of financing 

existing in several countries of the region in terms of the 

importance of internally generated funds - reinvested profits plus 

capital utilization allowance* - and funds provided by outside 

savers - debt and equity. This pattern is then compared to existing 

patterns in more developed ccntries anJ is found to be similar as
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far as the proportion cf financing by banks is concerned. An 

attempt is also made to weigh short-term vis-a-vis long-term credit 

financing. Here Latin America tendc to have a disproportionate 

share of short-term financing, probably as a result of high and 

fluctuating inflation rates.

The Indian survey, taking advantage of a wealthier stock of 

data, describes not only the broad financing patterns of 

manufacturing enterprises but analyzes more in detail various 

: oancial instruments used to finance industry. This analysis leads 

the author to suggest possible improvements.

Sophisticated variants of term lp«.na convertible into equity are 

proposed for consideration. The idea is to find ways of 

circumscribing the right of conversion which, in the eyes of 

borrowers, appears as a major drawback.

Follow-up procedures are judged to be burdensome for the 

successful enterprises and ineffectual in the case of non-compliance 

of the loan agreement. New procedures are suggested to improve this 

situation.

Underwriting operations as applied in India are found not to be 

conducive to an efficient use of resources by the borrowers. It is, 

notably, suggested to replace underwriting by a loan bearing a 

nominal interest.

A combination of participative debentures and convertille 

debentures is expected to give well managed, profit-earning 

companies considerable flexibility in re-moulding their capital 

structure to suit their projected investment prograoaoes.

Compr.ny deposits are funds obtained from directors or

shareholders or employees of the company and also from other
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companies and individuals in Che form of interest bearing, 

unsecured, short and medium term deposits. To protect depositors 

legal curbs are imposed on such deposits. It is found that risks 

are lower than average with manufacturing companies and it is 

consequently suggested to make a distinction between manufacturing 

enterprises and the other companies subject to these curbs

Background factors

A common feature of the four surveys is the importance j ven to 

background factors in explaining the performance of financial 

systems. Background factor", include inter-alia inflation, 

depreciation rules, tax incentives, accounting systems, financial 

policies, etc. All the mentioned factors are reviewed by the 

surveys but *e of them is given particular attention. It is the 

policy (henceforth called "financial repression") identified as a 

policy of low interest rates leading to allocational inefficiency, 

decline in domestic saving, market segmentation and 

disintermediation.

The Latin American paper concentrates on the ncia':ly 

repressive conterct that emerged in the aftermath oi i9 7 3 when 

current inflationary pressures tended to increase considerably. 

Inflation was fought by imposing maximum interest rates and 

controlling the purposes of financial loans. But in real terms the 

interest rates • -came negative and this, according to the author of 

the survey, acted as a disincentive on financial saving and an 

excess of demand for loans was created. Thus, various systems and 

methods were successively implemented that aimed at rationing 

credit. In this context of rationing, the projects fov which credit 

was obtained were not necessarily those bringing high social benefit
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but those which by tradition, age, size, social and political 

"connections", etc. came within the "guidelines" for credit 

rationing. To make progress, projects outside these guidelines 

naturally had to be based on self-financing or on access to 

non-inacitutionaliced financial markets. The resultant range of 

financial costs according to whether or not subsidized credit had 

been obtained necessarily led to a low level of investment, a poor 

apportionment of resources and a lowt r rate of economic growth.

The functions of the financial system 

Collection

The studies reveal that in virtually all the countries surveyed 

there is room to mobilize more financial savings than what is 

actually done. Admittedly, in poor countries little can be done in 

the ehort term to enhance the total saving effort. However, a 

larger proportion of saving could be entrusted to industrial 

investors provided primary saving would accrue to a fund of 

uncommitted resources available for long-term investment. But this 

does not happen because savings tend to be realized in a form which 

is not freely transferable to long-term investment uses. The 

surveys shed light on this unused potential for industrial finance 

by pointing to two aspects of saving encountered in almost all the 

countries surveyed.

First the surveys report that as compared to developed economies 

only a modest proportion of total saving is held in financial 

assets: for instance 39 per cent in Bangladesh, 45 per cent in

Halaysia, 33 per cent in Thailand.
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Second, ch* financial assets held in the countries surveyed are 

generally of a type which is not suitable for subsequent long-term 

lending. It appears that these assets tend to be in the form of 

currency or sight deposits, or in deposits with the post office or 

entrusted to insurance companies. But money and quasi-money are not 

suitable for long-term credit, postal savings are offset by 

post-office holding of government and foreign securities, while 

insurance companies tend to acquire real estate or existing 

financial assets rather than to support new productive activities.

Time deposits, which in industrialized countries are the main 

contribution of households Co the pool of iavestiblc resources, are 

negligible in most developing countries. In any case their maturity 

is not much longer than that of sight deposits. In the Southern 

Cone of Latin America, for instance, time deposits are, in over 80 

per cent of the cases, for periods of less than 30 days.

Noting that a potential exists, the surveys suggest a number of 

measures that could be taken to attract more funds into financial 

forms suitable for lending to industry. Some of the measures are 

indirect ones. These include all the actions tending to increase 

the monetization of the economy. Tt is a well established law that 

as the ratio of money to income rises the ratio of all financial 

savings to income tends to rise more rapidly. In African countries 

the community's assets in the form of money and quasi-money are a 

remarkably low proportion of GNP as compared to industrialized 

countries (typical ratios would be 0.75 for African countries 

ag^nct 0.60 tor industrialized countries). Thus, accelerating 

monetization in Africa would have the side-effect of increasing the 

source of funds suitable for financing industry. Another sec of 

indirect measures relate to maintaining monetary stability. Honey
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denominated assets are eroded when the general level of prices is 

rising. Once serious inflation emerges savings tend to ¿'.vert from 

financial form into land building and other durable assets that are 

not readily convertible to money.

More direct measures to encourage financial savings woulc 

include the development of institutions collecting fixed-term 

deposits. Provided deposit interest rates would rise with the 

maturity of deposits these institutions could attract savers and 

have a positive effect on the supply of long-term funds. This 

effect should not, however, be over-emphasized because in the 

countries surveyed most asset holders, used to the recurrence of 

inflationary bursts, seem to have a desire for liquidity which is 

insensitive to interest rates. In Latin America it has not been 

possible to alter this preference for liquidity even by indexing 

methods with real rates of over 12 per cent per year.

Funding the DFCs is another way to increase the supply of 

long-term funds. In order to promote investment, official 

regulations usually confine the DFC's to the lower end of the 

spectrum of lending rates prevailing in the country. The DFCs are 

consequently unable to raise significant resources on commercial 

terns. Hence the resources are provided by government transfer or 

through obligations imposed on the banks to keep part of their 

deposits and loan portfolios as non-interest bearing reserves with 

the Central Bank. This flow of resources is then channelled Uy the 

Central Bank to the various DFCs.

Additional resources at concessional terms are often made 

available from foreign sources (the World Bank, the regional 

development banks, special lending institutions of developed
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countries). Sometimes long-term borrowing from foreign private 

sources is also possible.

A common technique for giving the specialized credit agencies 

some independence in resource availability is to assign them 

rediscount facilities with the Central Bank or with ad hoc trust 

funds. The Spauish system of requiring banks to include bonds of 

other development institutions in their required reserves is 

mentioned a3 a model that might be more widely adopted.

Transformation

In most of the countries surveyed the shortage of long-term 

capital is greater than that of short-term capital. There is thus a 

case for encouraging maturity transformation.

The survey of Africa notes that, since the Central Bank's 

rediscounting policies have to be taken into account by the 

conraercial banks seeking funds for onward lending to their clients, 

Central Banks can influence maturity transformation in countries 

where they are net lenders to commercial banks. As this is the case 

in Africa, long-term finance can be encouraged in this region by 

specific Central Bank rediscounting policies.

Noting that banking legislation is frequently biased against 

long-term lending the African survey suggests that a more passive 

but perhaps more effective means of stimulating maturity 

transformation would simply consist of relaxing restrictive 

requirements for refinancing by Central Banks and widening banks 

regulatory requirements.

Conmercial banking legislation overemphasizing liquidity 

requirements have been found to inhibit long-term assets. A

re-examination of this legislation and che introduction of
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recommended.

Similarly, insurance institutions could conmit a larger share of 

their resources to long-term investment if they were released from 

"liquidity requirements" that make Chem captive markets for 

government deficit financing.

Even if legislation is not a hinderance financial institutions 

will tend to restrict long-term loans when funded on short-term 

deposits because there are interest rate and liquidity risks implied 

in the imbalance between the spans of deposits and loans.

The method which is being attempted in Argentina to encourage 

the development of a long-term market in spite of these risks is 

outlined in the Latin American paper. Tc protect financial 

institutions against the interest risk long-term loans are indexed 

to the cost of short-term money with the help of a new inde.c-linking 

method which is supposed to be more stable than the method based on 

the inflation rate. This new system is based on the determination of 

the effective monthly rate paid by the financial institutions on 30 

day deposits, weighed according to each institution's share of the 

total deposits in the financial system.

The second problem which arises when a bank makes long-term 

loans with short-term resources is the risk of a contraction in 

deposits due to a fall in the demand for money as a result of a 

contraction of the monetary base. As an example of a possible 

solution it is reported that the Central Bank of the Republic of 

Argentina has recently established a four year rediscounting system 

intended to lower the liquidity risk.
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Allocation

The pattern of lending to various sectors resulting from the 

role assumed by financial institutions can affect the financing of 

industry to a considerable extent.

In support of this statement it has recently been held that the 

role of financial institutions is decisive in explaining why Japan 

directs about 50 to 70 per cent of her financial saving to long-ten« 

industrial credit while in the case of the United Kingdom the same
u  . . . .ratio is only about 20 per cent. The difference, it îa said, 

is basically due to the fact that in the United Kingdom financial 

institutions are much more oriented to consumer credits and real 

estate mortgages. This contrast suggests the theoretical 

possibility for the United Kingdom to double or treble the flow of 

long-term industrial créait not by increasing her saving effort but 

by re-designing the modus operandi of her financial institutions.

The surveys convey a similar message: there is room for 

increasing industrial finance in developing countries by setting new 

roles for the financial institutions.

It appears, however, that a significantly fruitful reform would 

demand a considerable array of measures, some of them directed at 

forces outside the financial system itself.

To start with there is the challenge of creating a stable 

money-and-price environment. This would be the prerequisite for 

attracting savings in time deposits of over, say, one year. 

Furthermore, the pattern of interest rates offered should be shaped 

so that time deposits would be inflation-proof and more rewarding in 

real terms than short-time deposits. I.aws and customs biased

JL / See Carrington, J.C., and Kdwiris, C.'l., op. c 1 1. , H.163.



agair^t Long-term Loans should be removed. Finally the financial 

institutions, particularly the bank*, should be encouraged to 

pi-nv ^  • - ‘ istry with term finance.

!c is ■ 1 car that a programme so decidedly oriented towards 

industrial¿ration supposes that demand for industrial funds will 

increase correspondingly with supply. This cannot be taken for 

granted. Underdevelopment means that a number of adverse factors 

are affecting the level of real investment that an economy could 

absorb, particularly in the industrial field. Some of these factors 

can be neutralized by cheaper and less scarce finance, but not all 

of them- rinance is needed to pu’ • >gether the men, machines and 

other inputs needed to implement a project. But this presupposes 

that an attractive project exists and that access to markets and 

real factors of production is not constrained by non-finane Lai 

rigidities. It would be only in a very outstretched sense that 

qualified manpower, market entry, efficient administration, to 

mention only a few examples, could be considered as constrained by 

financial scarcity.

The question of the demand for industrial funds would not matter 

so much if there was not a trade-off between welfare (for instance 

more housing for the poor) and growth as well as between sectors of 

activity (for instance agriculture or en • ¿ y versus industry). In 

non-oil developing countries redeploying funds to industry is likely 

to crowd-out other uses. If some harmony between alternative uses 

is not respected there is a danger of bringing about social unrest 

or economic imbalances damageable to the whole process of capital

accumulation.
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CHAPTER I

INVESTMENT AND SAVINGS IN RELATION 
TO CROSS DOMESTIC PKUDUCT

Introduction

The present study examines the financing of manufacturing 

establiabsents in Bangladesh, Indonesia, Malaysia, Sri Lanka and 

Thailand. It is set in the context of investment and savings on one 

hand, and policy measures undertaken to pronote savings and directing 

the sane into desired foms of investment, on the other. Besides 

dealing vith the position auring 1970b, the emerging trends are brought 

out. The countries are so selected that they cover a broad spectruu. 

in tens of characteristics like resource endowment, infrastructure, 

institutional arrangements, openness or otherwise to foreign inve t- 

oent and so on.

Trends in Savings

Savings figures for the countries under survey are taken from 

World Tables, while gross fixed capital formation/domestic investment 

data are drawn from U.H. publications. Investment figures gi>en in 

World Tables differ from the U.Jf. data. To make investment - savings 

data comparable, domestic investment data used here are also taken from 

World Tables.

Bangladesh - experienced sharp fluctuations in savings - gross 

domestic product ratios. The ratios are negative in four out of nine 

years and the figure is as low as - 5*3 per cent in 1976.

Indonesia - over the same period, witnessed a fourfold increase in 

this ratio from U.6 to 10. U per cent. The increase was particularly large 

after oil discovery/price hike of 1973. However, recession in foreign



countries and set tack to t^porti in 1975 brought abc.it a fall in 

incomes and savings.

Malaysia - started at a high level (27.8 per cent in 1969) 

comparable to the sa' ings levels achieved by developed market economy 

countries and maintained thit position to the end (29-28 per cent). 

However, savings fluctuated in between owing to unsteady exports, 

incomes, etc.

9ri Lanka - also experienced acute fluctuations from year to year, 

the decrease being particularly pointed around 197•*/1975. Recent 

evidence suggests that she is poised for a breakthrough.

Thailand - achieved a high level of savings (22.2 cent) by 1969 

and maintained this more or less to the end (22-21 per cent). The 

amplitude of fluctuations is the smallest for Thailand though she is as 

much prone to export induced instability as the other countries.

Saving Levels and Change in the Rate of Savings, 1 960s and 1970s

The GMP growth rate has fallen from 1960's to 1970's in Bangladesh. 

Her savings level which has been in the lowes. ^racket, experienced a 

further decline of l.U per cent per year in the 1970-76 period. Her 

investment level, however, marginally improved. Malaysia similarly 

experienced a higher growth rate in 1970-76 as compared to 1960a. As 

against a slight decline in 196OB savings grew markedly by 1.3 per cent 

per year m  the 1970-76 period. Sri Lanka’s growth rate has fallen and 

as against 0.6 per cent per year increase in 1960s savings ratio declined 

by 0.5 per cent. Thailand witness d a reduced rate of GMP growth and 

equally her savings ratio which increased at 0.7 per cent in the 1960s
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ca:.e down to 0.1 per cent level in the 1970-76 period.

Savings-Investmcnt Relationship

w'ith negative/lov savings, whatever investment took place in 

Bangladesh had to be supported by aid inflows to the extent of 3-1*» 

percentage points. Indonesia had investment-savings imbalance in a 

big way to 3tart with, of 3 to 7 percentage points, but towards the 

end, there was a proper matching between domestic savings and invest­

ment. On the other hand, Malaysia's experience is unique in that 

internal savings (as a proportion of GDP) were higher than domestic 

investment as a proportion of GDP in five of nine years since 1969. Invest­

ment va3 ahe of savings only in those years, when owing to one reason 

or other, savings flagged. Sri Lanka worked out proper investment - 

savings balance only in such years when investment slackened; otherwise 

even the low levels of domestic investment had to be sustained by inflows 

from outside except for the last year when there was a reverse flow. 

Thailand's relatively high rates of investment were propped up by 

sizable inflows in the beginning as also towards the end.

Savings-Investment Imbalance, High Rates of Interest

There is need any way for mobilization of savings to break the 

vicious circle of lov investment, low income and so on. Even where there 

is large induction of foreign resources, domestic efforts are needed to 

supplement outsidu investment. The prevalence of high rates of interests 

in the unorganized sector of developing countries ranging from 2k per cent 

per annum to 50 per cent and above, has acted as a deterrent to savings 

by organized sector. It has been observed that once government extends 

credit to the unorganized sector through co-operative societies etc., the
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differential between rates of interest in the organized and the un­

organized sectors gets reduced. —  ̂There has to be a two pronged effort 

by financial intermediaries (a) by spreading out geographically and 

(b) opening new lines of credit to those ashing for assistance. What 

is required is to reduce the diversion of funds into real estate, 

commodities, gold, etc. On this depends the volume of savings as s'vo 

the volume of investment finance, whether it is directly invested in 

shares/debentures or routed through financial intermediaries like banks, 

investment companies, insurance companies, etc. For investment to 

gather momentum and proceed on desired lines, special financial institutions 

like development banks, institutions oriented to small industry, ethnic 

groups, etc. may have to be forged.

Eon-Financial Assets, Financial Assets snd Overall Savings

The high proportion of tangible assets in total savings is a
2/significant point to be noted as brought out by a special study.—  It 

shows that in late 19608 between 67 and 85 per cent of savings in Bangladesh, 

81 and 95 per cent of savings in Malaysia and 6l and 85 per cent of savings 

in niailand were locked up in tangible assets. The situation in the other tvo 

countries could not have been much different. This coupled with the equally 

significant findings, that 75-7 per cent of savings between 1965 and 

1970 in Bangladesh, 85.9 per cent of savings between 1965 and 1967 in

1/ Anand G. Chandravarkar, "Interest Rate Policies in Developing Countries, 
Finance and Development", Vol.7, No. 1, Marcn 1970;
Also, U. Tun Vai, "Interest Rates outside the organized Money Markets 
of Underdeveloped Countries", Staff papers, November 1957, placed the 
weighted average rate of interest in the unorganized markets between 
2U and 36 per cent.

2/ See Dr. Mohiuddin Alamgir, "Structure of Private Savings in
Participating Developing Countries". Also, Report of the Seminar on 
the "Mobilization of Private Savings", A.C. Chandravarkar, "Policy, 
Instruments to generate and mobilize Private Savings", Economic 
Bulletin for Asia and the Pacific, June 1975.
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Malaysia and 67.2 par cant of savings batm an 1964 and 1972 in Thailand, 

vara for self use, hightens the need for expanding the role of financial 

intemediax-iss to help Mobilize seringa. As things stood, savings through 

financial assets were Just 2.5 per cent of incone in Bangladesh against

6.4 per cent overall savings, 6,0 per cent of incans in Malaysia against 

13.2 per cent overall savings, $.1 per cent of incnne of Sri Lanka and 

U.4 per cent of incane in Thailand against 13-3 per cent overall savings. 

Bangladesh and Sri Tanka did not register increase in savings, Indonesia, 

however, witnessed a big Junp, and Malaysia acre definitely and Thailand, 

less definitely so, and these three countries anintainsd high levels of 

savings over the period under survey.

Within financial assets, for the period for which detailed data are 

available, corporate securities were either .negligible or non existent 

except for Malaysia. Insurance and other contractual obligations were 

fairly significant in Malaysia but not that ia^ortmt in Thailand, Sri 

Lanka and Bangladesh. While contractual and 1: «pul sory savings fomed 

26.7 par cent of total aavinga in Malaysia between 1965 and 1967 their 

proportions was 7.7 per cent in Bangladesh between 1965 and 1970 and

7.5 per cent in Thailand between 1964 and 1970.

For the 1970s, data are scanty and not readily available, but, froa 

such infomation as is there, it would seen that corporate securities 

taken as a whole (including these acquired by financial intemediarias) 

fomed 1.3 per cant of total savings in Malaysia (Thbles 1 to 5 in 

Appendix to Chapter I). Insurance and provident funds were 1.6 per cent 
and 6.3 per cent of total savings in Malaysia respectively; provident 

funds ware 5.2 of total savings in Sri Lanka and insurance funds were
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1.7 per cent of total savings in Thailand. Other deposits like Tabanas —  

and Taskas in Indonesia, snail deposits vith the lational Savings Bank 

in Malaysia, Premium Savings Certificates and Agriculture Co-operative 

Deposits in Thailand have not cone to occupy anything like a significant 

position as could be seen fron the above. Mostly, it is currency, denand 

deposits, tine and savings that are important as savings instruments.

Still, after the steps taken to viden the banking base and introduce 

different savings instruments, the share of financial assets, to the 

extent they could be identified, has only increased to 21.6 per cent in 

Indonesia, WO.6 per cant in Malaysia, 55.1 per cent in Sri Lanka and 

37.9 per cent in Thailand, taking the latest year 1977 into account.

Larger volumes of savings, in the ultimate analysis, can be generated 

by larger and larger incomes. There is also need for closing speculative 

investment channels that drain away presently available savings. How, in 

the absence of a properly develc-ped financial infrastructure, supply-demand 

interrelationship for finance gets distorted will be taken up in the 

subsequent Chapters.

y  Bank of Indonesia, Annual Reports, 197W and 1979 Bavi Media 
devised by Indonesia's government and monetary antho. /, 1’ank 
of Indonesia in 1971 to encourage small savings.



CHAPTER ГТ
INVESTMENT Ш  MANUFACTURING SECTOR AND ¿TS FINANCING

Relative Share» of Public and Private Sector« in Investment

Data shoving aggregate investment betveen public and private 

sectors are available only for Malaysia, Sri Lanka and Thailand. It aay 

be kept in aind that aost inveetaent in the organized sector in Bangladesh 

would be in the public sector. Public sector vill not be equally decisive 

in Indonesia but it had made its presence felt in developaent of infra­

structure as well as in developaent of industries referred to earlier.

Malaysia - the public sector's share in gross fixed formation was 

30.0 per cent in 1971 but hovered between 38 and U2 in recent years 

(Table I). The relatively large share of public sector and its impressive 

increase is attributable to inveetaent in infrastructural facilities and 

in State-owned corporations like Petrone, Pernas, etc.

Sri Lanka - the public sector's share in investment in 1978 was as 

high as 60 per cent and a little less than 50 per cent in the two years 

preceding that. Within public sector public corporations invested in 

manufacturing and trading while that by government is in creation of infra­

structural facilities. Increased public sector investment is as much due 

to restrictions on private sector as due to emphasis on expanding the 

State's activity. Subsequent to the government's attitude to private 

sector and foreign investment, the position could not be considered here.

Thailand - information is available up to 1975 from one source and 

from a different source from 1975 (the difference is marginal in the соляоп 

year). Compared to 1970, public sector's share in capital formation
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declined in 197*» brt picked up tc reach the earlier level. Invistment 

in public aector vas oriented to creation of infrastructure and petroleum, 

lines of activity where private enterprise vas not forthcoming.

Industry's Share in Investment

Bangladesh - Qaxi Kholiquzxaaan Ahaed has pointed out, that in the 

background of unsettled conditions, no definite information is available 

for Bangladesh on investsent in different industries or industry as a 

whole. In line with the earlier mentioned estimate it has been shown 

by Muxaffar Ahmed, that public sector, consisting of U00 enterprises 

commanded 85 per cent of the country's industrial capital. — That means 

most of the investment earmarked for industry must have been in the 

public sector. Die recent policy decision to enlarge the scope of 

private sector by pushing the ceiling limit and making foreign investment/ 

collaboration possible has changed the complexion of things to an extent.

Data of a sort are available for recent years. According to

Bangladesh Bank Report, of a total public investment of TK 1,630 million,
2/TK 30k million vas earmarked for industry. —  During 1978-79, TK 2,180 

million with TK 930 million foreign exchange was sanctioned for 7**9 private 

sector projects.

For the two years 1978-80, new industrial investment to the extent of 

TK 4,680 million was envisaged.

The previous year's report —^ states that as against the provision of 

TK1,910 million for the two years ending 1977-78,sanction during 1976-77

1/ Nsxaffar Ahaed, l'Inaneing of Public Sector Enterprises from "Industrial 
Finance in Bangladesh, Ed. A.H.M. Habibur Rahman.

2/ Annual Report, Bangladesh Bank, 1978-79*
y  Annual Report, Bangladesh Bank, 1977-78.



vere TK 810 Billion but rose sharply to TK 2,110 million during 1977-78. 

Similarly, as against TK U7-9 million foreign investment sanctioned during 

1976-77, sanction during 1977-78 vas TK l6l.6 million. Foreign investment 

proposals for TK 260 million were under consideration during 1978-79» It 

could he that the earlier report of the State commending 85 per cent or 

thereabouts of total industrial capital no longer holds, vith the State 

having disinvested its share as proposed. Whatever it is, the private/ 

public sector balance vas getting changed. The data cited here do not 

still add to much because the figures refer to government sanctions made 

and not to investments realized finally. Small scale/cottage sectors

vere disbursed loans amounting to TK 37-0 million and self-employed
w

category loans amounted to TK 16.3 million. —

Indonesia - manufacturing establishments in Indonesia, classified as 

per ISI classification, vere responsible for 0.1 per cent of the domestic 

investment in 1970, 7.0 per cent of the investment in 1973 and 6.0 per 

cent of the investment in 1976 (Table II for gross fixed capital formation 

figures for different years from 1970). While for the four years 1970 to 

1973, manufacturing establishments vith 10 or more vorkers not using pover 

or vith five or more workers using power were . onsidered, for 1975 and. 1976 

coverage under manufacturing establishments vas different, establishments 

vith 20 or more vorkers engaged having been taken. Investment in petroleum 

refineries etc. vas not considered, though it must have been the single 

largest item. Both private and public sector ovned establishments are 

presumably covered. It is to be qualified, that, vhile fixed capital 

formation data are taken for manufacturing establi shaie:.* s, for the country

kj Annual Report, Bangladesh Bank, 1978-79.
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as a whole fixed capital and stocks figures are combined. Approval/ 

implementation figures for foreign investment projects under manufacture ag 

and mining are given separately in Tables III and IV and approvals for 

domestic investment are given in Table V and VI. Domestic investment 

approvals from 1972 to 1975 are larger than gross fixed capital forma­

tion figures given in Table II which means that they had not enventuated 

into investment. Implementation of foreign investments projects has to 

be added to this.

Malaysia - gross fixed capital formation by manufacturing establish­

ments in Peninsular Malaysia and Sabah are given industry-wise in 

Tables VII and VIII, as per ISI classification, and they formed 8.7 and 

16 .U per cent of aggregate fixed capital formation in 1971 and 19?1* 

respectively (data are not available for Sarawak). If the position is 

looked at from the point of viev of capital formation by use or form, 

machinery and other equipment and non-resid ntial buildings have a large 

-bare, the former of 29 to 36 per cent and the latter of 16 to 20 per 

cent, but the point should be borne in mind that they are not wholly in the 

field of manufacturing (Table IX).

Sri Lanka - private sector's investment including non-manufacturing 

investment in Sri Leuka was between 50 and 65 per cent, 55*9 per cent in 

1970, 6U.1 per cent in 1973 and 52.2 per cent in 1977 but came down to

39.8 per cent in 1978 (Table X). This is partly because of the sudden 

upsurge in the share of public corporations, while this category of 

institutions in Sri Lanka is mostly investment oriented, acme are concerned 

with trading also. Sisularly, some of government and public enterprises' 

investment could be in the field of manufacturing and industry also. There
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are no data spelling out inrestaent in aanufacturing specifically as 

in the case of Indonesia or Malaysia. Inrestaent in plant and machinery 

and other capital goods in the private sector and public corporations 

was as large as Rs. 2,lk8 million in 1978 ( 39*5 per cent of fixed cap ;al 

formation) Rs. 1,300 million in 1977 ( 37.2 per cent), Rs. 518 million 

in 1973 (27.2 per cent. Table X). For the economy as a whole including 

government and public enterprises, public corporations and private sector, 

investment in machinery ranged between 17.8 per cent (Rs. 530 million in 

197k) and 26.1 per cent (Rs. I,l69 million in 1976) of aggregate capital 

formation (Table IX). These give some idea of the magnitude of investment 

in manufacturing. Ion-residential buildings have been combined with 

residential buildings (Table IX).

Thailand - investment data for manufacturing establishments are not 

separately available. The share of machinery and other equipment in total 

fixed capital formation was 30.2 per cent in 1965 and k3.2 per cent in 

197k. Ion-residential buildings' share ranged from 12 tc 20 per cent 

(Table IX). As stated earlier, these figures are for the economy as a 

whole but it should also be remembered that government/public sector 

investment is relatively less significant in Thailand. In the absence 

of continuous information, the evidence that there were 3k2 applications 

in all, for a total investment of Bt. 10.9 billion in 1978, of which 

202 applications involving Bt. k.5 billion were sanctioned and that 

5k applications involving Bt. 0.6 billion materlized may be kept in viev.^ 

Corresponding figures for 1979 are Bt. Ik.6 billion (338 applications),

Bt. 7.5 billion (233 sanctions) and Bt. 1.1 billion (69 finally materialized).

¿/ Board of Investment Data.
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The 197? direct foreign investment was Bt. 1.2 billion. The earlier set 

of figures does not probably include short term/long term loans, trade 

credits, etc. which go to swell the sources side of capital formation. 

Also these figures could be vith reference to corporate units or branches 

whereas manufacturing establishments cowered earlier may be partnerships 

or family units.

Years Retained
earnings

Gross
profits

TK millions earmarked 
for depreciation

1969-1970 »*3 10 77

1968-1969 33 18 121

1967-1968 20 20 113

Pattern of Financing of Capital Formation

Bangladesh - information on the pattern of financing is even more 

sketchy than information on the magnitude of fixed capital formation in 

manufacturing industry. Qazi Kholiquzzaman —  ̂has mentioned that during 

the sixties the pattern of financing in Jute industry to take an instance 

was that 2k per cent of the total investment vas promoters’ contribution, 

so to say, 19 per cent was brought in as public equity and 58 per cent 

was brought in as short/long-term loans. The local entrepreneurs’ contribu­

tion was as low as 10 per cent in some units. In any event, local owner­

ship was lover in Jute as compared to textiles, the other major industry. 

Even vith high profits, induced by built-in advantages in the form of 

incentives like bonus voucher scheme for exports, etc. the position in

Ibid, Qazi Kholiquzzaman Ahmed, The Bangladesh Department Studies, 
Autumn 1978.
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the period 1965 to 1970 vas that retained earnings vere negative in 

three years. As mentioned earlier, abandoned units by Pakistan 

citizens as veil as locally ovned units vere taken over by the State

in 1972. That provision for depreciation vas not being made and used
7/properly, vas pointed out by Muzaffar Ahmed. -1- As is veil knovn, 

depreciation and retained income representing internally generated 

funds are significant to financing. With the economy in a state of

turmoil, even accounts could not be properly maintained according to
8/M. Raihan Sharif. —  For 10 public sector corporations vitb an estimated 

profit of TK 196 million as an investment of TK 10,000 million vere as 

low as I .96 per cent. Hov much could have been retained out of this can 

veil be imagined.

A perusal of Bangladesh Bank13 Reports reveals disinvestment by 

government in public sector undertakings. Even then, there vas great 

pressure for funds. The liquidity gap, vhich vas a peculiar financial 

problem arising out of the inherited capital structure of companies, vas 

TK 870 million around 1973/71* for Jute manufacturing companies alone.

It vas resolved that (a) Bangladesh Shilpa Bank should exclusively finance 

private sector and their expansion, (b) Bangladesh Shilpa Rin Sangastha 

should finance all balancing, machinery and replacement projects of the 

public sector; and (c) Bangladesh Small Industries Corporation should 

finance projects in the industrial estates vith emphasis on smaller units 

up to TK 0.1 million. This is apart from the finance that vas to be

U  Ibid Muzaffar Almad, Industrial Finance in Bangladesh, ed. A.H.M. 
Habibur Ra man.

8/ Ibid, M. Raihan Sharif, Industrial Brterprises, some financing and 
related issues, in the Bangladesh context in Industrial Finance in 
Bangladesh, ed. A.H.M. Abidur Rahman.
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provided by commercial banks.

The amount of Bangladesh Shilpa Bank's loans disbursed to public 

sector cumulatively, as till March I960, vere TK U00 Billion under 

local currency and TK 307 million under foreign currency (Table XI). 

Corresponding figures for private sector are TK 26 Billion and TK 93 

Billion respectively. The gap between loans sanctioned and loans 

disbursed is particularly striking for the private sector while data 

are not complete for the public sector. Perhaps for the reasons of 

taking over earlier business loans, outstanding amounts are more than 

the loans disbursed. Overdues for the latest year are a third of out» 

standing loans. In the case of Bangladesh Sailpa Rin Sangstha, once 

again, the gap between loans sanctioned and disbursed is wide for the 

private sector (Table XII). The aaount of loans disbursed to private 

sector is larger in value than those given to public sector, TK 270 

Billion against TK l6o million. Outstanding loans are, once again, aore 

than the cumulative totals. Overdues vere presumably kept separate from 

outstanding loans at least in one year. Of TK 2,191 Billion given as 

loan between 1977 and I960 by Bangladesh Shilpa Bank, 8l per cent was 

given to new projects and 19 per cent for balancing equipment. It was 

observed at a point that of TK 2,619 million given as loans by banks,

TK 2187 million vent to public sector and 8U per cent of bank credit to 

manufacturing sector went to two industries, jute and textiles. The 

difficult budgetary resources position including foreign resources 

availability rendered the financing of industry difficult. Liquidity 

gap as well as foreign resource gap brought down capacity utilization to 

low levels. What proportion the long tera and short tern locns formed of 

the external resources of companies is not known. But larger overdues
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mentioned earlier brings out the difficulties faced by Manufacturing 

establishments.

Indonesia - domestic investment approvals in manufacturing totalled 

Rp 190 billion between 1968 and 1971, went up to Rp 3^1 billion in 1973 

but hovered between Rp 170 and 200 billion in the next three years for 

reasons cited earlier. During the next two years again it went up to 

Rp U00 billion and Rp 531 billion. Foreign investment in manufacturing 

units totalled US$ 35.6 million between 1967 and 1969, increased 

progressively to US$ 392 million in 1975 but came down to US$ 186 million 

by 1977. The trend was reversed in 1978. There are no specific data on 

the financing of capital formation for Indonesia.

First, about internal resources. ^  Accelerated depreciation rates 

of 10 per cent on building and 25 per cent on investment (infrastructure 

and plant and machinery) have been provided for. Companies having tax 

holiday facility could avail of accelerated depreciation provision for 

four years after the expiry of the tax holiday. There was a move to 

restrict incentives and tax holiday benefits after the 197** upheaval.

Though certain changes were inmediately introduced, in the last two to three 

years, the network of benefits has again been widened to include mining 

companies, units outside Java, units registering on stock exchange and 

so on. —  ̂Corporate tax and dividend tax benefits extend from 2 to 

6 years, with significant reduction for 5 years thereafter, depending 

on the priority status of the given industry, size of the firm, employment 

potential, location and quickness with which the unit is set up. From

£/ Investing, licensing and trading eom.it’.ons abroad. Business International 
Inc., Hsmmarsk joe Id Centre, Plasa, Mew ork, Hand-out by Indonesian tmbassy 
and Foreign Investment in Indonesia Toe ay, Its Legislation and Policies 
(Hand-out by Indonesian Governawnt). Asian Finar:e and Far Eastern 
Economist Review different issues.

10/ Handout by Indonesian Embassy.
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a of two years, one year is added for each of the additional plus

points like technology, exports, labour, import/use of local materials 

and so on. For reinvested profits, there is a blanket tax holiday 

concession of five years.^  Similar treatment is accorded to expansion 

programmes. During tax holiday period, capital gains are sub/ ct to 

normal corporate tax rates. Managements that returned after the end of 

the Sukarno regime were accorded all these facilities. Such firms as 

are not covered by tax holiday are eligible to investment allowance of 

a certain magnitude in addition to depreciation. Also, up to 20 per cent 

of nev investment made in a year could be deducted from taxable profits. 

Corporate tax in any event is 35 per cent for first 10 years and 1*5 per 

cent for 20 years thereafter. There is additionally exemption from 

withholding tax for mining companies that are domiciled. Interest and 

dividends are also exempted from corporate tax. While in normal circumstances, 

depreciation has to be spread over a certain period on the straight line
12/method, accelerated depreciation can cover total expenditure in four years.—  

Besides, depreciation can be adjusted on the baais of upward revision of 

value of assets taking cost escalation in view in the case of companies 

that keep their accounts in Indonesian Rupiahs. To cite an example against 

depreciation provision of 5 million Rupiahs normally possible or allowable,

it could go up to as much as 7,l67 million Rupiahs after the permissible
13/upward revision of the value of assets. —  It would be an under-statement 

to say that all these would have had a highly favourable influence on the 

quantum of internal resources of the corporate/manufacturing sector.

11/ Foreign Investment in Indonesia, Today: Its Legislation and Policies. 
12/ Ibid, Investing, licensing and Trading Conditions Abroad, Indonesia. 
13/ Ibid, Investing, Licensing and Trading Conditions Abroad, Indonesia.
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Similarly, the relatively lov income tar rates would hare created 

a climate for savings, though, like in most developing countries, equity 

investaent h u e  is highly localized though the Capital Market Executive 

Board (BAPEPAM) was eapovered to determine which companies are eligible 

to sell shares etc. and PT Danreksa (funded by Governnent) was formed to 

help the transfer of share to local investors as and when they found the 

shares attractive. At the highest level personal tax rate was 50 per cent 

on taxable income of Rp.l8 million. With liberal allowances, the effective 

tax rate is far less. Equity investaent which is normally an important 

component of external resources of the corporate sector was not coming forth

particularly frost local investors inspite of generally high profitability
Ik /ratios. Survey of current business —  places the rate of return of U.S. 

companies engaged in manufacturing at 35*8 per cent, which are the highest 

for any country. Local companies may not have made comparable profits but 

the liberal allowances would have made any investment worthwhile.

Foreign investors tended to rely not only on initial capital but also 

on medium/long as well as on foreign resources. Generally equity investment 

was working out cheaper than medium/long term/short term loans. The 'swap 

facility and 'debt investment conversion scheme' vere meant to augment 

liquidity. However, control by state owned banks to the extent of 80 per 

cent of the credit did not make the task of foreign firms any easier. There 

were 10 foreign owned banks but they were prohibited from expanding their 

operations since 1967 and they controlled only seven to eight per cent of the total 

credit. —  ̂This had created a serious liquidity problem for foreign companies.

Ik f U.S. Department of Commerce: Survey of current business.
15/ Bank of Indonesia Report, 1978-1979.
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Non-priority industry categories that vere not eligible to receive

credit vere equally in difficulty. Unless the idea vas that foreign

investors should bring in the whole amount of the funds required,

there vas no purpose in permitting a perenially illiquid situation,

when profits, interests, capital could be freely resitted and such

taxes as vere there on remittances vere low in any event. As for

industry, long/medium tern credit up to three to five years (with two to three

years' grace period) and long term credit of up to 1 5  years for the industries

covered by Repellita III - covering 75 per cent of investment cost were

being made available but the cost of credit vas high. —  ̂To non-priority

industry, interest cost vas as high as 21 per cent, but for more favoured

users like exporters, manufacturers, it vas lb to 15 per cent. —  Credit
18 /has become costly as compared to pre-devaluation years. —

In the background of hazy investment data, it is not possible to vork 

out hov much of the investment vas financed by internal sources and hov 

much by external sources, beyond underlining the significance of rates 

of depreciation/accelerated depreciation, profits, profit-ability, tax 

rates, tax holiday provision etc. It is no more than a catalogue of 

available incentives, particularly in the context of financing. As against 

this, the medium/long term credit extended by Bank Pembangunan Indonesia 

(BAPINDO), Development Finance Corporations like PT Indonesian Development 

P nance Co. (PTIDFC), PT Private Development Finance Company of Indonesia 

(PT PDFCI) or by Investment Corporation like PT Indonesian Investment 

International (PT INDOVEST), PT Merchant Investment Corporation (PT MERIN CORP.),

16/ Handout by Indonesian Embassy.
17/ Handout by Indonesian Bsbassy.
18/ Bank of Indonesia Report, 1978-1979.



PT Asian Euro-American Capital Corporation, PT Pirst Indonesian Finance 

and Development Corporation (PT FICOR I1VEST), PT Mutual International 

Finance Corporation (PT MIFC), PT Inter Pacific Financial Corporation,

PT Financial Corporation of Indonesia (PT FIHCOHESIA), PT Bahana Pembinan 

Usha Indonesia (PT BA1AXA), PT Multinational Finance Corporation 

(PT MULTICOR) and PT Indonesia Financing and Investment Company (PT IFI) 

helped to fill in the investment requirements of the manufacturing sector. 

The broad division is, that development type of institutions channel funds 

to business enterprises through medium and long term loans and investment 

type of institutions invest in securities and coamercial paper. Thus, 

funds co«itted by BAPIHDO alone rose by 7.6 times from Rp. 17,787 million 

in 1973 to Rp. 135,090 million in 1979 and outstanding funds by 8.0 times 

from Rp. 12,870 million in 1973 to Rp. 103,708 million in 1979 (Table XIII). 

The outstanding amount provided by Development and Investment type of 

Financial Institutions in 1979 va* Rp. 165,539 million and Rp. 18,826 

million respectively. ^2/ Total Rupiah credit by banks vent up from 

Rp. 1,089,000 million in 197 March to Rp. 5,?53,357 million in 1979 March 

and foreign exchange credit from Rp. 127,000 million in 1971» March to 

Rp. 386,740 million in 1979 March. Of the domestic/Rupiah credit, 31.9 

per cent vent to manufacturing in 1971* but its share came dovn to 26.3 per 

cent in 1979. The share of trade vas ahead of manufacturing in 1971* but 

it slipped to the third position by 1979* Mining vhich vas veil belov 

agriculture, others etc. soared to the first position and took 33-  ̂per 

cent of the total Rupiah credit. Mining vas the most importait constituent 

of foreign exchange credit, followed by manufacturing at some distance but 

oving to a change in the arrangement of data, credit given in foreign 

exchange to mining vas taken out and manufacturing nearly accounted for the

19/ Bank of Indonesia Report 1978-1979.
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the Vuula ef credit in March 1979-

Malaysia - Tba following table brings oui, in a rudiaentary way, 

the pattern of financing in Malaysia. The different incentives provided 

by the Malaysian Governaent to generate internal resources or alternately 

provide external resources additionally, vill be taken up subsequently.

M $ aillion

1975 1977 1979

Pioneer Coapanies 39 22 36 38 19
1. Total Capital Investaent 172.1 207.8 261.1 175.1 78.0

2. Paid up capital lUl.l 86.8 13U.7 109.3 5U.1

3. 2 as per cent of 1 82.0 Ul. 8 51.6 62. U 69.U

U. Loan capital 37.5 103.u 126. k 65.9 2U .0

Cs * U as per cent of 1 22 .1 U9.8 U8.U 37.6 30.8

6. Local capital 69.9 63.7 127.9 107.5 53.1

7. Foreign capital 82.2 128.6 101.9 59.9 2U .8

8. 6 as per cent of 1 52.2 30,7 U9.0 6 1.u 68.1

Source: Bank Regara Malaysia, Different issues.

1975 1976 1977 1978 1979

Pioneer Approvals in 
Principle 95 105 97 110 106

Proposed called up capital IU3.3 227.1 101.9 20U .5 192.3
Investaent Tax Credit U2 76 56 72 60
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»M* I JbVMV %*

1975 1976 1977 1978 1979

Proposed called up capital 124.2 80.7 50.8 123.5 8k.2

Labour Utilization relief 13 7 11 6 5

Proposed called up capital 7.8 2.9 22.7 U.5 3.6

Other Incentives 23 1U 18 15 11

Proposed called up capital 112.7 30.9 87.3 36.5 50.6

Companies Approved vithout 
fiscal incentives 288 223 218 225 302

Proposed called up capital 17*». 5 116.9 100.5 110.8 922.7

Source: Bank Keg&ra, Malaysia

For the pioneer industries, for which separate break-down is available, 

the share of paid up capital varied frosi 1»2 per cent to 82 per cent. Fins 

with pioneer status had particular appeal and for that reason pioneer fins 

nay have had a large paid-up capital component. Even othervise, as was 

noticed in the case of Indonesia, the share of paid-up capital is invariably 

large in countries where the financial infrastructure is not properly 

developed or foreign capital had to come in. Foreign capital's share in 

total finance ranged from a high of 70 per cent to a lov of 32 per cent.

Fro* the next Table, the sudden spurt in the investment of companies without 

fiscal incentives in 1979 calls for more detailed exasrination. It is too 

early to say whether this is because a corporate sector has come into its 
own and is venturesome enough to invest or it is Just a flash in the pan.
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The continued importance of foreign investment is to be seen in the 

context of the expectation that N $ 3 billion of the targetted 10 billion 

investment in the manufacturing sector in the Third Plan is to be 

provided by foreign investment. Private investment as a whole is expected 

to be M $ 26.8 billion.

Like Indonesia, Malaysia has offered several concessions not only
20/to attract investment but also to help the firms as have come in to expand.—  

Accelerated depreciation rates have been provided for buildings (up to 

10 per cent in the first year), machinery (initial year 20 per cent) etc. 

Depreciation is on a straight line basis subsequently at the rate of 

2 per cent on buildings and at 5 to 25 per cent on nschinery. Resident 

companies which do not qualify for investment tax credit but export 20 per 

cent of production qualify for higher depreciation. This can go to as high 

as bO per cent. More than 90 per cent of total outlay can be depreciated 

or written off in five years cs compared to 20 per cent or thereabouts 

under nozmml rates. For modernisation, special depreciation of up to bo per 

cent in the first year was provided for. One and half times the normal 

depreciation is allowed on Industrial buildings. As a further concession, 

the 1977 budget allowed for 80 per cent write-off on plant and machinery in 

the first year itself for 20 categories of industries. The 1979 budget 

extended this facility to all industries fcr expenditures undertaken between 

1978 and 1979- A further bounty was conferred by the 1980 budget by extending 

this for a further period of three years. Corporate tax rate is presently 45 per 

cent. Excess profits tax is at the rate of five per cent. Tax holiday of five 

to eight years is given keeping the extent of capital invested, pioneer statun

20/ Malaysian High Commission handouts, Bank Hegara, Malaysia and Inveating,
Licensing and Trading, Report on Malaysia. Asian Finance and Far Eastern
Ecocomic Review, different Issues.
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labour utilization ratio and locational factors in riev. Priority 

industry, local rav material content, and impact on tbe area, are 

additional considerations vhich could lead to the taz holiday being 

anything from 8 to 10 years. Pioneer as veil as non-pioneer companies

can take advantage of taz holiday benefits. Both these factors would
21/have gone a long way to buoy up internal resources. Profitability —

in a sample of 52 publicity ovned companies vas as high as U0.6 per

cent in 1977-78 and 51.9 per cent in 1978-79, vhich gives an idea of

hov much could have been ploughed back, particularly when reinvested profits

earn further investment concessions. Het income in 1978 formed 6.75 per

cent of Total Assets for U0 Malaysian companies figuring among the big

500 of Asia's grovth rim countries, Hong Kong, Japan, Malaysia. Philippines,

Singapore, South Korea and Thailand according to Asian Prance Profit

margins vere over U0 per cent in three of Asian Finance Sample, fcr three between

30 and UO per cent and for four between 20 per cent and 30 per cent. A 
22/financial survey —  of limited companies conducted by the Department of 

Statistics of Malaysia brought out that profit-sales ratio of locally 

controlled companies vas lover at U.8 per cent as compared to 6.5 per cent 

for foreign companies. Capacity to retain profits to the eztent indicated 

here may have been less in domestic companies but the various benefits 

would all the same have created a climate for generating large internal 

resources. Tazes on interest, royalties dividends remitted are only 15 per 

cent. There are additionally export incentives and tariff protection benefits.

Individual income taz rates are relatively lov, the mazimum being 

55 per cent above taxable income of M $ 100,000. There are several permissible

21/ Investing, Trading and Licensing«Report on Malaysia. Also, Asian 
Finance, 15th September 1979.

22/ Sanjaya Lall, Transfer Pricing in Assembly Industries, Malaysia and 
Singapore, Economic Papers 11 for Comsonvealth Secretariat, 1978, 
quoting the Malaysian Survey.
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tax deductions such that on an income of h $ 60,000 approximately,
23/the net effect ire rate works out at 27-8 per cent.—  There is no 

dividend withholding, unless the nominal tax rate is U0 per cent and 

investing public can with the vide range of benefits open to them 

get refunds in most instances. 3till, investing being limited to 

certain sections, there was perforce heavy dependence on foreign 

sources, apart for the reason of import of technology.

It was stipulated in 1976 that 20 per cent of all new loans should 

be given to 'bumiputras' or indigenous Malays, vhile 25 per cent was 

to he given to manufacturing. In view of the difficulty in identifying 

eligible 'bumiputra' recipients the first condition was dropped in 1979« 

Ion-resident companies could borrov up to a maximum of M $ 300,000 without 

specific official permission and approval is being given to foreign 

companies up to the limit of their paid up capital and foreign term loans.

In order to increase liquidity in the economy, short term bankers' 

acceptances (from 30 to 200 days up to a maximum of M $ 30,000) and 

medltB term new credit instruments (from 180 to 1,095 days, up to a

maximum of M $1,000,000) were issued to finance trade, import, etc.
2! /and these were available for discount. —  This relieved liquidity 

pressures and helped foreign as such as domestic companies.

The Malayaian Industrial Development Finance Board (MIDF) started

in I960, Borneo Development Corporation Sabah Development Bank and Sabah 
6

Credit Corporation have been financing industrial investment. This is apart 

from nedium/long term loans provided by commercial banks, merchant banks 

and finance companies. The number of loans given by the biggest of Malaysia's

Development Bank (MIDF) and the amount outstanding la given in Table XIV.
23/ Ibid Investing, Trading and Licensing, Report on Malaysia and Asian 

Finance, 15th September 1979*
2k/ landout on Malaysia and Bank Segara, Malaysia.
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In view of loan repayments, outstanding loans do not reflect trends 

in applieations/sanctions. Though loans are fairly veil spread, 

textiles and food have a certain predominance. Wood products etc. 

on one side and metals and machinery on the other are picking up.

Both 'bumiputra* and 'small* loans commitments have less veightage 

in the total but they are numerically significant. Stoall loans not 

exceeding N $ 150,000 each were half in number in 1979 (and two thirds 

of the total number of 2,396 loans approved). Bumiputra loans were 

69 in number accounting for M $ 25.** million out of a total of 3^6 

loans vith a value of M $ 120.5 million. At the end of 1979» total 

outstanding loans of tL* Borneo Development Corporation vere 303 in 

number amounting to M $ 15. k million, concentrating generally on infra­

structural growth. The Sabah Development Bank had M $ 62 million at 

the end of 1979 and its loans vere mainly in the area of transport hire 

purchase, construction and marginally in industries. The Sabah Credit

Corporation vau reconstructured to give fillip to small industry,
, 25/bumiputra construction units and marginally to large sized units.—*-

The particular orientation of Borneo Development Corporation and 

Sabah Development Bank and Sabah Credit Corporation and MIDF's own concern 

vith the more traditional industries/smaller units led to the formation in 

1979 of the Industrial Development Bank of Malaysia. This bank vas formed 

to concentrate on long uerm loans to capital intensive/high technology 

companies. Its authorized capital vas M $ 100 million. MIDF and other 

development banks amongst themselves accounted for 75 per cent of the 

outstanding 1 tans to manufacturing sector vill 1979. MIDF has been

2¿/ Bank ffegara Malaysia, 1979.



financing up to half of the fixed capital requirements of manufacturing 

units vith loans ranging froa 5 to 15 years, at 8 to 9 per cent interest, 

for acquisition of industrial assets. Buyers had to sake an immediate 

payment of 25 per cent and pledge the assets and pay back the balance of 

money. Equally, factory loans of up to 80 per cent (or not exceeding 

M $ 250,000) vas being provided. Though reared in British banking traditions, 

comercial banks, merchant banks, finance companies have been providing 

medium and long term credits. Of the total commercial bank lending of 

M $1,057 million, manufacturing sector's share in 1973 vas M $ 235-7 

million (22.3 per cent): at the end of 1979, of a total conereial bank

lending of M $12,582 million outstanding manufacturing sector's share vas 

K $2,567 million (20.U per cent). Contribution of merchant bf ks and 

finance companies is relatively less to manufacturing. As compared to 

other countries, rates of interest charged by commercial banks/development 

banks are less harsh and penal, vhich did not necessarily imply plentitude of 

funds but larger inflovs, better mobilization, less of inflation and 

therefore less of diversion of funds.

Symptomatic of the country's stability and general acceptance of 

equity as a form of investment, there has been a steady increase in the 

issue of nev corporate securities in Malaysia over the years. Private 

placement and rights issues are more favoured aj compared to public issue 

(Table XV) the value/volume of tradings in industrials as competed to 

tradings in cotssodities/metals is given in Table XVI. The stock markets 

of Bangladesh, Sri Lanka, Indonesia and Thailand are fledglings in

eompaixson.
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Sri Lenka - the important role of public sector corporation in 

Sri Lanka's économe life hns been noticed earlier. Corresponding 

to the importance attached to public sector corporations, there vas 

proportionately less of emphasis on private sector nanufacturing 

establishments and more of rigid attitude to foreign investment. What 

with difficulties on the export front and the non lifting of stocks,

utilization rates vere lov both in public and private sectors. In
2 6  /steel,— ' fisheries, oil, fats, tyres, capacity utilization vas around 

50 per cent, vhile in most other industries, utilization vas even less.

Many public corporations dealing vith cement, leather, steel, hardware, 

vere making losses; only those concerned vith textiles, paper, etc. 

vere recording increases in output. Sven that vas more in value terms 

than in physical terms. Public corporations vere shoving poor results 

despite liberal foreign exchange allocations. Gross profit before tax 

on the capital employed by public corporations vas - 5 per cent in 1971* 

and k.O per cent in 1975 vhile the cost of credit to government, that 

funded these institutions vas nine per cent. Hard information is not 

available but retained ineome/prorits must have been minimal. This to­

gether vith depreciation provision would have been Just adequate for 

upkeep /replacement of machinery and could not in any case have provided 

much of thrust to Industrial grovth in the public sector. Private sector 

units vere probably more hard hit, in that rai materials and critical 

inputs vere not being made available in requisite measure.

The creation of free trade/investment zone through Greeter Colombo 

Economic Conission (OECE) and Foreign Investment Advisory Committee (FIAC) 

in 1977 vas intended to spur foreign investment. Local industries that

26/ Annual Report of Central Bank of Ceylon, 1975.
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were languishing ror lack or rinance, inputs etc. were to be helped 

through a Local Inrestaent Advisory Committee ( LIAC ).—  Table XVII 

shows the number of approvals/number of units contracted, investment 

approved/ contracted with relevant information on foreign investment 

component under GECE for the two years the scheme has been in operation.

Thus, investments for Rs. 1,625 million and Rs.1,0kl million were 

approved for 1978 and 1979 respective and Rs. 263 and Rs.6l9 million 

investment contracted for the two years. Number of units, total invest­

ment and foreign investment components under FIAC and LIAC outside 

Greater Colombo, in the two years, are given in Table XVIII. Vhile local 

investment is bv^ter distributed, foreign investment is concentrated in 

textiles, mere specifically garment making and non-metallic minerals 

with minor forays into food beverages and chemicals.

There is no detailed information on depreciation rates, corporate 

tax rates, etc. will 1976/1977 and even less information on vhat effect 

these provisions had on internal/external resources of the corporate sector 

or manufacturing establishments generally. Depreciation rate was between 

2 and 10 per cent and corporate tax rate on resident and people's companies 

on a graduated basis from 35 -kO per cent to 100 per cent (with refund 

provision) and on non-resident companies at 65 per cent (non-refundable
28basis) while income tax rate on a graduated basis from 7.5 to 50 per cent.— ‘

Going counter to earlier approach, the need for foreign investment as a 

vehicle to augment financial resources and provide improved technology/ 

managerial skill as also a direct linkage to markets came to be stressed.

The reason for investment increase witnessed in the last two to three years,

27/ An. .ai Report of Central Bank of Ceylon, 1979-
28/ Asian Business Director, Kothari and Sons: Revised rates as per the 

I960 budget are set out in Chapter III.
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depreciation with sufficient coverage for units making losses, (b) tax 

holiday of up to 10 years taking into account employment, foreign 

exchange generated, capital and technology brought in; and (c) further 

tax holiday benefits of up to 15 years subject to the payment of a turn 

over tax of two to five per cent in 1-i.eu of income and corporate tax. There 

was to be no tax on dividends, remittances and no incaae tax on foreign 

persons. A whole panoply of concessions, tax holiday (up to 1983) for 

certain types of activities, exports, liberal deductions for savings, 

redefinition of snail companies, exemption of certain category of 

capitals gains, reduction of the non-refundable rate of tax on resident 

companies was offered.

Table XIX sets out the loans granted by the Development Finance 

Corporation of Sri Lanka as also its equity investments; the highest 

recorded for any year is Rs.2k million in 1989-1970, the 3 oan granted 

in 1973-197^ being Rs. Ill million (for some reason the Central Bank 

Reports stopped giving this information after 1975). From the Development 

Finance Corporation's report for 1976 it is noted that total suctions 

up to 1976 vere Rs. 250 million (including foreign currency loans of 

Rs.7k million) and equity investment of Rs.12 million. To widen the scope 

of this facility, Rational Development Bank of Sri Lanka was formed in 

1979 with a paid-up capital of Rs.600 million. The Bank has already 

obtained foreign credits equivalent to Rs.l87 million. It could borrow 

both within Sri Lanka and outside. Further loans of up to 12 years depending 

upon the soundness of individual projects, cash flow position can be given.

29/ Press Release Ho. 7/80 Sri Luk» High Comsdssion, New Delhi, together 
with the folder setting out incentives. Also, the Budget Speech (1980) 
of Hon'ble Ronnie De Mel, Minister of Finance and Planning.
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Also, equity participation of up to a maximal of 25 per cent (to be in 

the range of 10-15 per cent normally) is the capital of a company could 

be aade. Underwriting facility is also to be extended. There is no 

information on the quantum of loans to industry by commercial banks.

Die high rates of interest charged by commercial banks of 12.5 to 18 

per cent against government securities and of 13 to 20 per cent against 

stock in *rade; of 13 to 21 per cent on advances and hills discounted 

as also the high rates on medium/long term loans (10.5 to 16 per cent 

by Development Finance Corporation and of 10.0 to 12.0 per cent by the 

□•vly strrted National Development Bank) brings into bold relief the 

difficulty of finding adequate finance.

Thailand - Die Board of Investment has been detailing at regular 

intervals Information relating to taxation, individual, corporate, 

incentives, etc. There is no hard information on the pattern of 

financing in the corporation sector. For one thing, there was not even 

a uniform/settled definition specifying public and private limited 

companies at one stage. Even tax rates were subject to negotiation and 

bargaining. The characteristic that stands out prominently about 

Thailand is her anxiety to attract investment. Despite reasonably high 

rates of saving, there has been resources stringency and high rates of 

interest (of 17/18 per cent) for the manufacturing sector.

Depreciation rates vary from 5 per cent (on building) to 20 per 

cent (on plant, vehicles, etc.) and are admissible under straight line 

or any other method, provided the amount is the same. Depreciation
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can be deferred for the period of tax holiday. —  ̂Promoted firms are 

eligible for tax holiday from three to eight years depending on employment, 

local content, magnitude of investment, exports etc. They are also 

exempted from import duty to the extent of 90 per cent of duty. There 

is no excess profits tax. In order to encourage investment, taxes on 

dividends vere reduced from 25 per cent to 20 per cent; also, branch 

profits' remittance has been reduced from 25 per cent to 20 per cent.

In the case of countries, vith vhich double taxation agreements have 

been concluded, withholding tax can be vaived or further reduced. Tax 

oa remittances arising out of royalties and interest payments has been 

fixed at 25 per cent. Headquarter companies are not subject to any tax 

on their Thailand earned income, if it does not accrue to them.

Corporate taxes are levied depending on their incomes, at rates ranging 

from 20 to 30 per cent; this itself varies betveen companies listed on 

stock exchange and those not listed on the stock exchange. There has 

been some increase compared to 1978 but Joint ventures have been compensated 

in other ways. 7or countries vith tax treaties, the burden vorks out leas, 

and these include South Korea, Japan, Netherlands among others. All 

these measures must have had a favourable impact on internal resource 

generation. Except for that foreigners/foreign companies cannot acquire 

land permanently through purchase, there are very fev restrictions. The

30/ General Information on Taxation, Board of Investment (?0I), Investment 
Promotion Act 1977, 15 powerful Reasons Why you Should Invest in 
Thailand, BOI, Collection of Loans Pertaining to Investment Promotion 
BOI, Handout by Thai Bsbaasy, Investing, Licensing and Trading, Report 
oa Thailand, Bank of Thailand, Annual Report 1969 to 1978. Also, Banking 
and Finance for Investment in Thailand, Industrial Finance Corporation 
of Thailand, Procedures for Implementation of Promoted Projects, 
Thailand's Orovth Strategy, Investment opportunities in Thailand, 
Thailand's Board of Investment, WelcosM to Thailand (all by Office of 
Board of Investment), Comparative Advantage of Textile and Cement 
Industries in Thailand, Institute of Developing Econoau.cs, Tokyo, 
(Chapter III).
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total effect of all this la the high profitability of a large number 

of companies as brought out by the Asian finance Surrey. It is a 

different natter hov far these companies hare been grafted into 

Thailand's priorities and requirements.

Like in other countries of the region, effective incoae tax rate 

is low, though the niniaal rate at the highesx level is 65 per cent.

There are standard deductions, for children, spouse, etc. There are 

lover rates for income derived from companies, deposits with banks etc.

Though sone of these steps have been taken to encourage saving, invest- 

ment in shares, etc. investnent habit is restricted to certain groups 

only and has not spread.

It has been brought out by the Board of Investnent that since its 

inception in I960 till June 1979, 527 outside firms involving Baht U07 

billion have availed thenselves of the facility (of vhich 505 are Joint 

ventures and 22 are wholly owned foreign fims) and 581 Thai firms 

involving Baht 1,260 billion have got siailar benefits.

Outstanding t e n  loans given by the Industrial finance Corporation 

are shown in Table XX. These have increased by over five times between 1970 

and 1978. It does not still give the full picture as repayments are 

not considered here. Over 20 years, 520 loans have been given in all 

by tba corporation amounting to Baht 6.2 billion. According to Bank of 

Thailand report, nanufacturing has received almost 66 per cent of loans.

While loans occupy an inportant part of the corporation's portfolio,

from the data published by Bank of Thailand, interest in equity is negligible.

This is understandable because the stock market is a recent creation, though
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there has been at times, as in 1977/1978 furious trading, Foreign 

Currency share has been going up while local sources' contribution to 

long term funds has been declining. Though local as well as foreign 

firms qualify for loans, foreign firms hare been looking to foreign 

banks, investment companies or own sources for funds. There hare been 

according to Asian Finance and Far Eastern Economic Review, several 

cases where medium and long term loans were taken from foreign banks, 

investment banks, Asian and Euro dollar markets to meet medium and long 

term credit needs as well as working capital needs. The fact that 

cash flow position of most foreign originating firms or Joint ventures 

has been comfortable would have added to the complacency of the 

authorities.

Commercial bank loans by purpose given by the Bank of Thailand are 

set out in Table XXI aa from 1970. In the last five years, the shfjre 

of manufacturing in the total has been steady around 18 per cent, though 

the volume of loans has doubled in this period. What is given under 

import and export could perhaps be related to manufacturing and not Just 

trading. The continued importance of vholesale/retail trade and the 

position of real estate, construction are, however, significant pointers. 

This explains why foreign banks, which were in a way prevented from 

expanding their operations, had a local loan commitment of Baht 11,6U9 

billion with a deposit base of Baht 5,1*92 billion only, at the end of 

1979« This means tne balance must have been made good by induction of 

funds from outside. —  ̂ Even apart from foreign owned companies, Joint 

ventures, tb<~re was a chronic shortage of both short and long term funds

30/31/ Bibliography. See foot note —  and particularly IFCI's study
in Banking and Finance for Investment.
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whose affect m e  particularly harsh on Thai companies generally and 

small scale companies/firms particularly. The permissible monthly 

interest «as 1.5 P«r cent but the typical rate was 3.0 per cent, more 

often going up to 5.0 per cent. Cm—  rrial paper of a short tern as 

•ell as long term nature was consequently raised by Joint ventures/ 

foreign owned companies.

Saall Scale Units/Cottage Units: Problems of Financing

Considering the "lace of small units in the countries under study 

in view of the sixe of market, the nascent character of industrializa­

tion in these countries and the employment generating potential the 

small unit has in certain lines, financing of small scale enterprises/ 

establishments has a certain significance. The informal or cottage 

sector is even more hard put to find finance. Development /Government 

agencies have stepped in and are rendering help. Whether finance is 

the only problem and marketing, inputs etc. are not equally important 

raise a different set of issues. If provision of material inputs is 

not a better way of helping, these should also be examined. However, 

scope for differential tax, exercise, import, duties, etc. is limited 

in the countries under study in view of the concessions already built 

into the structure for large units, which pre-empts action of this type. 

Help through remunerative pricing is also tc be examined.

Bangladesh - Around 1968-1969, there were 3,30,UOO industrial units 

in Bangladesh outside the organized sector, with assets below Ra 0.5 

million (the rurrercy at that time). About 82 per cent of these were 

cottage units, available, capital-vise, or employment-vise. With 

currency overvalued and with easy availability of foreign exchange,
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organized/factory unit« tended to be capital intensive in utter dis­

regard of factor endowments. There has recently been no survey of small/ 

cottage units, vhich is understandable as even the bigger, public sector 

units were not properly assessed. In any case, the East Pakistan Staall 

Industries Corporation started in 1957 hardly took off. All the same, 

ms.! 1 scale units' contribution to GDP was reportedly U.l per cent in 

1969-70 as against 2.b per cent in 19^9-50. In fact, sample studies 

subsequent to 1970-71, place the small sector's contribution to GDP at 

higher levels. They were, in 1976-77 contributing, 5-0 per cent to GDP 

against 6.2 per cent by organized industry. Keeping raw material resource 

availability and labour force increase —  (2.U per cent per year between

i9 6 0  and 1975) in view, the correct strategy would have been to concentrate 

resources on small/cottage sectors consistent with a policy of modernizing 

the economy. Small scale and cottage sectors engaged 8 5  per cen- of the 

labour force while large scale units held only 1.5 per cent of the labour 

force in its fold. In cloth, for instance, 80 per cent of production was 

in small and cottage sectors. But not more than 0.66 per cent of public 

industrial investment haa gone into small/cottage sectors as Qazi 

Kholiquzzaman noted. This is, when 1*2 per cent of labour force in agriculture 

ia unemployed or under-employed. There has not been any properly conceived 

credit or marketing policy for cottage units. The Bangladesh Small Scale 

Cottage Industries Corporation (BSCIC) could not do Justice to small units.

Its loans, according to Bangladesh Bank Annual Report for 1978-79, were 

Taka 3.^2 crores in 1978-79 and Taka 3.97 crores in 1979-80, while the 

policy was that nationalized banks alone should devote 2 per cent of their 

time and demand liabilities to small/cottage units. Before this, the

32/ ESCAP countries, Labour force estimates from Policies, Prograsnea
and Perspectives for the Development of the ESCAP <*gion, E/E8CAP/226.
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target WEB i O  per cent,, which itself w txa ucVcx fulfilled. Fl C£

Taka 25.000 to Taka 50.000 limit fixed earlier, it was raised from 

Taka 50.000 to Taka 1,00.000 to accommodate firms whose investment 

ceiling vaa being increased. A special credit programme of Taka 6 

crores was initiated in 1979. Still the steps taken were grossly 

Inadequate at organized bank/institutional level and small/cottage 

units must perforce have gone to the unorganized money market for 

working capital and such like funds.
3 -3/

Indonesia —  - had a labour force of 3^.15 million in i9 6 0  and

1*9.JO million in 1975 (growth rate per year was 2.U per cent in the

1960s and 2.9 per cent between 1970 and 1975)* Only 6.7 per cent of

the labour force was in manufacturing and inadequately utilized

labour constituted 2 1 . 1  per cent to 5 9 - 7  per cent of the total in a

typical year. There is no information about the numoer of small scale/

cottage sector units. A number of schemes have been designed to help
3U /small industry and business. —  The prominent among them are KIK,

KMKP, Mini credit and Inpres Pasar Credit Schemes. Up to the end of 

1978/79, the KIK applications, which received approval, were 57,378 with 

a value of Rp-113 billion. The amount used reached Rp. 6 8  billion.

KMKP approvals were for 438,027 clients for Rp-106 billion, of which 

Rp.93 billion was used. The INPRES Pasar scheme was for construction/ 

renovation of market places to help businessmen. Mini credit financed 

by Government budget reached a total of Rp.18.2 billion. Besides the 

above, facilities like KUD loans (to village cooperatives) under Kredit 

Kaudak Kulak programme and KPR loans were taken up to provide loans to

33/ ESCAP countries programmes and peispectives for the countries of the 
region, E/ESCAP/226.

3U/ Bank Indonesia Report for 1978-79 and earlier issues.
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lov, medium-level employees. In order to provide finance under KIX 

lending scheae to economically weak sa&ll businesanen/enterprises,

World Bank had given the Bank of Indonesia a loan of $U0 million. In 

all this, the rate of interest has been kept lov and terms of repay­

ment vere made easy. The pawnshop is still an important source for 

providing finance. For the last five years their number ha. been 

around UUo. Total loans extended increased from Rp 23,3^5 million in 

1971* to Rp 58,625 million in 1978 vith loan outstanding increasing 

from Rp 6,5^3 million in 1971* to Rp 15,6U8 million in 1978. In order 

to facilitate provision of OK, KMKP loans which vere more easy to 

get than bank loans but to reduce at the same time the risk of default, 

the Government had set up in 1971, PT ASURAHSI ¡CREDIT, INDONESIA 

(PT ASKRINDO) to provide insurance cover for the loans.

Malaysia’s - Labour force was 2.71 million in i9 6 0  and U.ll< million 

in 1 9 7 5 , growth rate in 1 9 6 0 s having been 2 . 7  per cent per year and in 

the 19 7 0 — 7 5  period, 3.2 per c e n t .- ^  While total employment was rising at 

3.4 per cent per year between 1970 and 1977, employment in manufacturing 

was also growing at 3.1* per cent. Inadequately utilized labour formed

11.8 per cent of the total in 1971» in Peninsular Malaysia. Industrial Policy 

enunciated in 1970 emphasized the importance of small industries as a 

part of the program» to increase employment and to have a dispersal of 

units. A survey — ^conducted in 1968 brought to light several significant 

points. Of 9,013 enterprises, as many as 3.3U7 enterprises had no full 

time employees, 2,738 enterprises had 1 to U employees and 957 enterprises

35/ Ibid, Policies, Programmes, Perspectives for the Development of the
ESCAP region, p. 201 and p. 218.

36/ Modern Small Industry in Malaysia from United Nations Small Industry
Bulletin for Asia and Far East, No. 10.
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5 to 9 employees. Enterprises employing more than 100 persons numbered 

230 only (only 20 haring more than 500). Value added per person 

increased sharply from M $ 3,600 in the first category to M$ 7,277,000 

in the last category though capital/ralue added ratio fell from 5.1 in 

the first category to 1.6 per cent in the last category. The less than 

100 persons' enterprises accounted for 97 per cent of the total number, 

lO per cent of value added and 52 per cent of employment and were mostly 

in the fields of textiles, fish, fruit, rice, rubber, etc. Free imports 

of capital, technology and packages of incentives offered, encouraged 

capital intensity. This has not been as strongly felt in Malaysia 

because of her relatively lov population density and the export direction 

her industry is acquiring. Apart from non-availability of managerial 

personnel, modern technology, skills, raw materials, etc. lack of access 

to institutional credit agencies/capital, market created problems. There 

has been no single agency to remove this. However, bank leading to small- 

scale enterprises and small business (Bumiputra elements within these) 

has been increasing through the Credit Guarantee Corporation. There is 

a differential interest element in this particularly to favour Bumiputras. 

There is also a ceiling on loans but with provision for a higher ceiling 

for Bumiputras Interest rates are low generally and the grace period 

granted is also favourable. All the banks have been asked to set apart 

funds for financing to small scale industrial activity pending a minimum 

of 10 per cent of their loans, according to the Bank Negara Mai rsia.

The yearly loans are given here below. Loans to small industry proper 

were not that large. Cumulative total:
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1 0 7 1
1 -J

i ovU i 0 7 «; 1076 1077 1978 1979

Skall business 9.6 130 .1 97.3 67.1 6U. 5 82. k 100.9

Saall industry 1.1 17.7 H».8 9-9 9-5 12.8 lU.O

Agriculture 1.1 16.6 13.7 12.U 15.1 19.9 27-6

Total -89-1 -

is put ac M$ 738.1 mi? Aon at the end of 1979 and outstanding loans at 

M$ 303.8 Billion. Apart fro» this there are also loans extended to saall 

scale enterprises (defined as loans of M $ 250 thousand or less extended 

to enterprises vith fixed investment of M $ 500 thousand or less). A 

part of these loans were also given for trading activity, contractors, 

professionals, agriculture, etc.

Y e a r ________________ Total Loans - M $ aillion

1972 1»63.6

1973 63I*. 8

197*» 7U6.6

1975 9̂ 5-**

1976 1190.0

1977 11» 36.8

1978
Source: Bank legara Malaysia

1871.7

There is a suggestion that the CGC loans are also covered toy the 

above. Hov far the requirements of small enterprises/underprivileged 

groups were met toy these, it is not possible to conjecture, except for 

that Malaysia's financial infrastructure is better organized tha^ aost 

other countries in the region.



Sri Lenka - with a labour force of 3.39 million in i9 6 0  and 

l*.7 b million in 1 9 7 5  experienced growth rates of 2 . 1  per cent per 

in the 1960b and 2.5 per cent per year between 1970, 315 thousand were in 

total labour force of 3.285 thousand in 1 9 7 0 , 315 thousand were in 

manufacturing. Increase in labour force and in the number of persons 

engaged in manufacturing was of the same order, 1.7 per cent per year 

in the 1970-77 period. Inadequately utilized labour force constituted
■qQ /

1*2 per cent of the total in 1975. A study —  made to identify the

problems of firms with investment of less than Rs. 500 thousand has shown

that none of them had recourse to bank finance initially and that only

on becoming successful were they eligible to it. The inference las that

this was more due to conservative leading policy than to any risk inherent

in the transaction. Bringing such enterprises under the vings of commercial

banking institutions could help the enterprises to tone up financial

management. This is particularly necessary because the small scale sector

vas responsible for 6 5  per cent of the value added and 85 per cent of

employment in 1 9 7 0  as against the private large scale sector's contribution
39/of 1 8  per cent to value added, with only 9 - 2  per cent share in employment.—  

The public sector contributed 17 per cent of value added with 5*8 per cent 

share in employment. There were about 3,000 small units in 1970. The need 

for a clear definition of their scope and role, provision of facilities 

like power, raw materials, marketing were recognized early enough. It is 

only recently that their credit requirements were attended to. A credit

37/ Ibid, Policies, Programmes and Perspectives for the Development of 
the ESCAP region, p.201, p. 209 and p. 218.

3 8 / Annual Report, Central Bank of Ceylon, 1978.
39/ Snail Industries in Sri Lanka, United Rations Small Industries 

Bulletin for Asia and Pacific, Ito. lb.



Guarantee Scheme covering loans to small industrialists given by the 

People's Bank, Bank of Ceylon and Development Finance Corporation v&s 

initiated in 1978, in collaboration with the Industrial Development 

Board. The burden of the scheme is that the Central Bank Guarantee 

75 per cent of the original loan or the amount in default whichever 

is less. A wide • ariety of household, cottage and small industries is 

covered by the scheme. A loan as low as Rs. 1 , 8 5 1  given to a blacksmith 

was covered. In all 86 and 506 applications, involving Rs. 2 million 

and Rs.16 million guarantee were issued in 1978 and 1979 respectively, 

covering a wide range cf industries (Table XXII). The Government entered 

into a loan agreement with International Development Association for 

US$ l6 million, of which US$ 12 million was made available to the 

Rational Development Bank of Sri Lanka, to refinance small and medium 

industry projects.

1*0/Thailand - The stock of labour force in Thailand —  was 13-53 million

in I960 and 19.22 million in 1975- It increased at the rate of 2.1 per

cent per year in 1960s and at the rate of 2.9 per cent per year between

1970 and 1975. In 1975, 11 per cent of the total labour force was engaged

in manufacturing. Inadequately utilised labour constituted 31.2 per cent

of the labour force in rural area« and 23.2 per cent of the labour force in
1*1/urban areas. A survey —  has shown that the relatively smaller units 

employing between 10 and h9 workers and 50 to 99 workers were most export 

oriented than bigger units. Inspite of that the small firms depended upon 

their own sources (up to JO per cent) for initial capital. Inadequacy

ho/ Ibid, Policies, Programme and Perspectives for the Developing 
ESCAP Region, p. 201, p.213 and p. 218.

h i/ Development of Small Scale Industries and their Linkage with large 
and Basic Industries - Thailand, United Nations Small Industry 
Bulletin for Asia and Pacific, No. l6.
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vaa the main problem. In the сазе of running companies it vaa noticed 

that ovn capital constituted 6U per cent of total sources, organized 

agencies provided 19 per cent of sources and IT per cent vas provided 

by unorganized agencies. Technical assistance vas provided by 

Department of Industrial Promotion (DIP). Financial assistance has 

been provided by the Krugig Thai Bank (KTI) through Small Industry 

Financial Office (SIFO). In its 13 years of existence, from 196U to 

1976, it provided 9**1 loans involving Baht 29^ million which 'barely 

touched' the tip of iceberg of small and medium industry problems 

(Table XXIII). An ADIPA Research Project on Development of Small and 

Medium Manufacturing Enterprises in Thailand further confirms the earlier 

stated conclusions. While 6l.5 per cent of total capital of firms taken 

by employment was 'own capital', unorganized sources accounted for 

8.1 per cent and organized sources for 30.1* per cent (Table XXIV). The 

share of own capital is more in smaller companies (employing less than 

10, 10 to 19 persons etc.) while the share of commercial banks was 

proportionately less. In the financing of fixed capital assets, own 

capital accounted for 8l per cent of assets and commercial bans for only 

13 per cent; and in the financing of working capital the former accounted 

for 52 per cent and the latter for 33 per cent. Region-wise the significance 

of own capital waa less in Greater Bangkok as compared to other places.

In 1976, rules and regulations regarding the size group of companies eligible 

for SIFO support, including information on industries eligible for support, 

size of loans (maximum of 1 million Baht), interest rate (9.5 per cent), 

period (3 to 10 years), collateral (land, building, machinery, applicants 

duly authorized by banks) were set out. The extent of approvals is shown
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in Table XXIII. Its distribution is given in Table XXIV. It is 

relatively larger loan amounts that account for the bulk of loan« and 

it is also relatively bigger units that account for the bulk of the 

loans according to the ADIPA report. Over the years, machinery and 

equipment formed a larger proportion of approvals as compared to 

working capital (Table XXV). The ADIPA report brought out the impact 

of SIFO loans on employment generation which ranged from a minimum 

of 44.8 per cent in 1969 to 130.9 per cent in 1974 (but this came down 

to 54.8 per cent in 1977). All the same, 86.2 per cent firms employing 

less than 10 persons and 6 2 . 2  per cent of firms employing 200 or more 

have not still heard of SIFO. Suggestions about taxation, location, 

standardization have been made but the problem of finance remains though 

differential interest, easy collateral etc. have been introduced.

1971 1972

Baht Million 

1973 1974 1975 1976 1977 1978

Funds 18. 4 19. fc 14.6 19.0 27-8 3 1 * . 3 44.4 43.3

Working capital 21.8% 21.0% 20.3% 19.6% - 27.0? 24.3? 20.5?

Land etc. 4.2? 4.3? k.3% k.1% - 9.9? 7.1? 6.8%

Construction 25.1% 26.5% 21.6% 29-1% - )
) 53.8? 61.4? 64.5?

Machinery 44.7? 43-8? 1*3.5? 1*3.2? - )

Miscellaneous _ 4.5? «*.3* — 7.9? 5.3? 4.3?

Source: Annual Reports of Bank of Thailand

The manner of distribution of SIFO fund will be seen from the informa­

tion gi'"en in the table above. It looks balanced but its impact could not 

have been anything but marginal. Credit Financing Companies (33 in number).



Housing Credit Institution, Group Housing 3oard, Agricultural Cooperative 

Societies and Fawn Shops (301 in number) opened by Government were all 

aimed at increasing resources in the economy.

Official Assistance/Privafrc Foreign Investment and Ocher Flows into the 

Countries of the Region

Investment by official (bilateral and multilateral) or private 

foreign sources has played a big role in triggering growth, not only in 

the countries of the region under study but elsewhere also by (a) supple­

menting domestic savings (b) bridging balance of payments deficits such 

that imports of machinery/goods that cannot be otherwise arranged are 

brought in an'* (c) ‘ng as a catalyst of growth by inducting technology.

Phe exploitative phase of foreign financial flows/investment is over, 

though developing countries still harbour feelings of distrust against the 

more subtle form of foreign presence, the transnational corporation.

Foreign investment or foreign financial assistance need not be viewed in 

terms of absolute black or white, there being shades of grey In between.

In the 1970-76 period official flows wholly dctinated in Bangladesh (Table XXVI). 

Indonesia and Malaysia almost balanced official/non-official flows including 

direct investment, commercir.1 borrowings). There was a reverse flow in the 

case of Sri Lanka. Thailand, on the whole, wes experiencing an increasing 

inflow on bilateral/multilateral account, the private component finally 

working out to a little les3 than a quarter of total f lo v s . This series 

can at best he extended by one year. Foreign investment prospects have 

turned more bright for Sri Lanka in recent years. There is no noticeable 

change in Bangladesh. Private flows continue to be important in Indonesia 

and Malaysia but less important in Thailand. Investment incentives have 

by no means been dismantled but there is understandably closer examination
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hare something to do with the relatively more comfortable foreign 

exchange position at least in Indonesia and Malaysia to a lesser 

extent in Thailand.

In the countries where private foreign investment is a strong 

element, its influence could be seen as in Malaysia, Indonesia and 

Thailand but it is a sensitive element susceptible to changes.

Direct Foreign Investment as a per cent of Gross 
Domestic Investment

1969 1970 1971 1972 1973 197*»

Indonesia 3.3 6.9 10.8 11.7 11.5 -

Malaysia 15.7 1U.1 5.7 12.9 15-5 21.3

Sri Lanka -0.6 -0.1 0.1 0.2 0.2 O.U

Thailand 3.2 2.6 2.3 3.9 2.7 k.

When there was a drop in the flows from DACS (of West) or more

specifically U.S.A. , Japan stepped in and when there was a shift in the

priorities of Japan, Hong Kong, R.O.K., Singapore filled the breach.

Thus in Indonesia, Japan has a predominant position, followed by U.S.A., 

Hong Kong, Pakistan, several countries of Europe and Singapore, having 

same share thereafter (67-73 per cent position). Malaysia has several 

vholly owned foreign companies operating and if they are ignored, 

Singapore, Hong Kong, U.K. have a big stake (71-73 per cent position).

Thailand has considerable American presence followed by Japan, Hong Koug,
U2 /Singapore and U.K. in that order (73-7*' per cent position). —

Over the 1967-7*+ period in Indonesia, U8.2 per cer.t of foreign 

investment was in manufacturing, distributed over textiles, metals, machinery,

*+2/ Ibid, Private Foreign Investment, ESCAP Bulletin Dec. 1976. AI3 0 , David
William Carr, Foreign Investment and Development in the South West Pacific, 
Praegar Pub.
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and in estates. In Malaysia, the picture is somewhat blurred vith 

serrices, banking and others absorbing a part of the investment. Within 

manufacturing textiles, machinery, electricals hold away but vere more 

recently electrical goods/ electronic items, etc. hare come to prominence.

Once again in Thailand, the importance of textiles, hotels, other metals
1*3/

is seen in the 1970-75 period. Banking and finance also have a big share.—

It is a moot point if regulations on foreign banking in these countries 

have something to do vith large investment in finance.

Incentives pushed up the stock of private investment by 1977 to

US $ 00 million in Bangladesh, t,e 5 5,l6o million in Indonesia (25^ in 1967

and 1,700 in 1973), US$ 2,700 in Malaysia (679 in 1967 and 1,150 in 1973),

US$ 65 million in Sri Lanka (lUU in 1967 and 1U0 in 1973) and US $ 1*00 million
kh /in Thailand (2lU in 1967 and 530 in 1973). —

• 1*5 /The different incentives given under tax holiday, exemptions from 

duties/taxes, permission to remit freely, accelerated depreciation, relatively 

low corporate/individual income taxes and built in benefits like freedom to 

import have helped to attract investment. Even as foreign capital is being 

welcomed on a more selective basis vith an eye to exports, better utilization 

of labour, locally available materials, etc., through variations in the scheme 

of incentives, there has been a corresponding tendency to limit foreign 

ownership and to channel foreign funds into certain fields. There has also

1*3/ Ibid, Private Foreign Investment, ESCAP Bulletin, December 1976;
UU/ Development Cooperation, 1979, Organisation for Economic Cooperation 

and Development (Table E 1) for 1977 figures, 1967 and 1973 data taken 
from ESCAP Bulletin, December 1976;

1*5/ Incentives given vere listed in earlier sections as also In ESCAP 
Bulletin, Decenber 1976, also Dirk Stikker 'The Impact of Foreign 
Private Investment' in South East Asia's Economy in the 1970's,
Asian Development Bank, 1970.



- <r

been a demand that local participation be firmly encouraged. Above all 

in specific fields like petroleum, mining, agriculture, the state wedded 

to free enterprise other ."ise, is taking an activist role by itself or in 

collaboration with others, investing large sums of money (these being 

obtained from bilateral/multilateral sources) or on product sharing 

basis etc.

The relative significance of Direct Investment and long terra capital 

in each of the five countries over the 1970-77 position is outlined in Table XVII. 

Long term capital inflows outside direct investment are on the increase in 

Bangladesh. In Indonesia, though the relative position of direct foreign 

investment is decreasing, it is still significant but other long term 

capital flovs are on the increase. In Malaysia direct foreign investment 

is more important atill but long term capital inflows are also making their 

presence felt. Sri Lanka witnessed only small inflows of other long term 

capital funds. Finally, Thailand was experiencing only modest direct 

foreign investment inflovs but other long term capital inflovs were 

actually more significant.

In the present situation of reduced official loans/multilateral assistance, 

direct foreign investment and recourse to short term/long term capital market 

centres are necessary to obtain foreign finance and technology. Whether the 

mix of incentives should be changed is a different matter. But return or. 

capital invested has to he attractive enough, because whose wooing foreign 

capital are found vying with each other. Maximum increase in post tax profit 

rate under tax holiday has varied between 10.8 to 38.9 per cent in Thailand,

81.8 per cent in Malaysia and 80.2 per cent in Indonesia, a3 the ESCAP article 

brought out. Effective tax holiday years are correspondingly 13, 10 and 

6 respectively.
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That foreign capital played a significant role in supplementing 

finance and generating grovth in the countries under study is clear. But 

with all the concessions/incentives, the most preferred fields for 

investment has been mining and agriculture to improve raw material 

availability to foreign investors. Such investment as has gone into 

manufacturing has been mostly of import substituting variety. Once the 

narrowness of the local markets began to be felt , export oriented foreign 

investment has become more active. A strategy which takes the size of 

local market and prospect of exports in viev has to be developed.
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CHAPTER III

TTre BROAD PtTTON OF TNDUSTRTAI.TZATTON 
AND ADEQUACY OF FINANCIAL STRUCTURE

What is the broad pattern of industrialization adopted by the 

countries under study? Is the financial structure adequate to the task?

The present Chapter will be in the nature of picking up the threads.

Bangladesh - has set out on a stabilisation/consolidation programme 

during 1978-80 of a 3hort term nature aimed at increasing production in 

firms and factories, increasing exports and containing price increase.

The recurrent bad harvests and budgetary difficulties added to her problem? 

with the Consumer Price Index going up from an average of 112.9 (1975*100) 

in 1978 to 13^.3 in the third quarter of 1979. A programme of containing 

deficits and controlling money, supply was undertaken but with only limited 

success. It has not been possible to step up investment to utilize natural 

gas supplies and raw materials available. Though disinvestment by govern­

ment of its holdings in nationalized undertakings in view of continuous 

losses (8 .U percent loss taking the profits sale ratio in 1 9 7 2 -7 3 , 0 . 2 per 

cent profit in 1 9 7 3-7^, 1 . 6  per cent loss in 197^-75 and U.l per cent loss—  ̂

in 1975-76), had been hinted at, its precise magnitude is not know. Nor is
2/there any hard information on foreign (Bangladesh Central Bank Annual Reports — 

Just refer to foreign investment proposals) and domestic investment (response 

to relaxation of 'ceiling' limits is not known).

Indonesia - during Repelita III —  ̂ (1979-198U) total gross investment is 

to increase from Rp. k,915 billion (21.2 per cent of GDP) in 1978-79 to

1/ Sectoral Corporations Reports, Nationalized Industries Division quoted by 
World Bank Report.

2/ Annual Report, Bangladesh Central Bank, 1978-79 gives, nowever, investments
made/allocation, Taka 5-05 crore for Jute, Taka 33 crore for textiles, Taka 1 8  
crore for chemicals, Taka 5-79 crore for sugar, Taka 6l crore for ste&l,
Taka 5*11 crore for fori. *t, Taka 101 crore for petro-chemicals, Taka 17 crore 
for petroleum. Taka 8 c  jre for minerals.

3/ Repelita I, II, III Handouts of the Indonesia Embassy.
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Rp. 7,795 billion (2U.6 per cent of GDP) in 1983-84. Industrial sector 

is to expand at the rate of 11 per cent per annum. The share of mining 

is to be 17-9 per cen^ in 1983-81* and of industry, transport, communica­

tions, construction 56.9 per cent. A certain sloving of oil earnings is 

envisaged and government investment for that reason is to be in the most 

'appropriate' sectors. Domestic finance is placed at 79 per cent tuid 

foreign resources at 21 per cent. Government's development expenditure 

(to be financed from current revenue surpluses, oil earnings, foreign 

aid/in flows) is placed at Rp. 21,662 billion. Special efforts are to 

be made to push up saving rates. Investment in mining is to go up from 

Rp. 393 billion to Rp. 2,9^ billicn and in industry from Rp. U02 billion 

to Rp. 1,17** billion. The State enterprises as are already existing are 

to enter into Joint Ventures. For the rest, government support is to 

be given in the fona of straight forward licensing procedure, financial 

assistance and a more clearly defined incentive system. A priority 

'scale' li3t and priority 'indurtry' list is to be issued. Priority is 

to be given to labour intensive technology consistent with the need for 

modern technology. Small scale industries are to be encouraged for 

creating employment and for dispersed, of industry. Industries are to be 

divided as between those fulfilling 'basic human' needs like textiles, 

housing, etc., and 'others'.

W
Malaysia - the Third Malaysian Plan — (1976-78) and the New Economic

Policy were designed to eradicate poverty through creation of employment

and increasing the income of the lowest earning group irrespective of

race and to reduce imbalance between regions. The Third Plan envisaged

M $ 26.8 oillion private investment, M $ 3 billion of which was to through

foreign investment. This is to be through the vehicle of Joint venture

U/ Malaysian High Commission Handouts 'Investment in Malaysia, Facilities of 
a Free Trade Zone', Monetary Policy and Industrial Financing and 'General 
Economic Situation'.



between government owned irstitutions and foreign parties ior just 

through government investment) or private parties and foreign parties.

In some cases, 100 per cent foreign equity is allowed. Foreign interests 

should look for bumiputra parties failing which their share will be 

allotted to others who will take the same on behalf of bumiputras.

Local investment— oetween 1971-76 in the manufacturing sector was 

placed at M $ U,l*79 million, M $ 5 6 5  million in 1977 and M $ 668 million 

in 1978 and foreign investment was placed at M $ 3l8 million in 1977 

and M $ 1*35 million in 1978. The 'one stop' approach to all foreign 

enquiries, where questions will be discussed and settled at a single 

point, and the lifting of recession in the West helped in the revival 

cf foreign investment. Further sweeteners in the form of reduction of 

corporate taxes, accelerated depreciation allowance, reconsideración of 

export incentives, etc., which have been referred to earlier, were granted.

Sri Lania - the years 1978 and 1979 have been treated as years of 

a break through from the past. As a peLrt of the Plan to revive the economy, 

work is being accelerated on hahawali, Urban development, industries, 

agriculture fisheries projects. In the 1979-8U period mining sector is 

expected to grow at 9 per cent per annum. Tree crop processing will grow 

at 1.8 per cent per annum. Factory industries are expected to increase 

at 10.5 per cent per annum, mainly on account of private manufacturing 

sector, particularly for the export markets. Public sector corporations 

are to aim at better utilization of capacities.

„  , 6 / Companies — in investment zone enjoy a long tax holiday, exemption

'Malaysia Red Carpet for Industries1, Asian Finance, September 1979. 
6/ Budget Speech I960.
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from dividend tax, iaport duties etc. To revive investment outside 

the zones, public limited companies vill be liable to lover rate of 

taxes, of 1*0 per cent. Withholding tax vill be done avay vith on broad 

based companies at source but only the recipients vill be taxed. Other- 

vise the rate is 10 per cent on other companies. Capital gains on shares 

outside GEEC vill also be exmpt, the basis of gains being determined 

from a given date. Tax on individuals has been reduced to a maximum 

of 55 per cent. Special rates are permissible for broad based companies 

to encourage company formation. Capital replacement allovance have been 

liberalized to encourage replacement/modernization and extended for a 

further period.

7/Most of the provisions — made by the Government or financial 

institutions including banks has been going to public corporations. 

Commercial banks are the main source of long term funds to the private 

sector and they also provide medium terra credit. According to estimates 

provided for a World Bank survey, institutional long term finance to 

private companies in 1976-77 could not have been more than Rs. 150 million 

and to unincorporated business Rs. U0 million. Overall position could 

not have significantly altered by 1 9 7 8 / 1 9 7 9 in spite of increase in overall 

loans. If 1977 estimate of long term finance of Rs. 250 million vere to be 

related to 1980 requirement of investment the gap vould be clear. Even vith 

the National Development Bank supplementing the Development Corporation and 

a more active role by banks, private sector companies/establishments may 

have to rely on self-finance to a greater degree than in the pist. The 

nev resnonaibilities placed on the private sector are truely staggering,

7/ Vor*l Bank Report on Ceylon.



which could also mean a closer grip by family business. The recent 

incursion of foreign and off shore banks has to be vieved in this 

context. They, as well as development banks have to put greater 

emphasis on proper project appraisal rather than insistence of 

collateral alone. A consortium approach may have to be adopted by 

the lender,, to get over the present constricting self-finance limita­

tion and smallness of size. The IfDB was originally conceived to help 

public corporations but there will have to be a shift in empnasis in 

view of the larger role allotted to the private sector. Through the 

consortium arrangement, funds for big projects can be hopefully 

generated. The securities market which was only recently opened could 

not get off the ground. Only 12 new issues were raised but high 

interest rates have only marginally helped to add to deposits. While 

the Government gets funds cheaply, credit works out to be costly to 

private parties.

Thailand - the Fourth national Economic and Social Development Plan 

(1978-1960) has set the targets of growth for agriculture and industry at 

5 and 9.6 per cent respectively. Industrial investment is said to be 

better distributed, though detailed sectoral figures are not available. 

Thailand is set on the road to second import substitution as stated

earlier. After the 197^/1975 slow down, investment picked up, 2 6 U applies-
0 /

tions —  involving a total capital of I,h0,0l6 mill?lon Baht were made in 

1977 against 119 applications involving total capital of 5,128 million 

Baht in 1976. There was larger capitalization, more firms with over 

100 million Baht investment coming forward with offers. Capital formation

8/ 'Return of Confidence Lifts Investment: Profile, Thailand', Asian 
Finance, September 1978.
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in industry accounted for 97 billion Baht, of vhich 70 per cent vas in 

private sector and vas increasingly going into aachinery and equipment. 

Public sector investaent is aostly stated to be going into infrastructure 

(Metropolitan Vater Works Phase I and II to be financed) by ADB and World 

Bank, Srivakarind Hydro-Electric Project, the Pitanuloke Ban and 

Irrigation Project, Elevated Express Way, Bangkok Rahit Iransit, Hong 

Ran Bao Airport Deep Sea Port, etc.)

Adequacy of Financial Structure: Savings: Equity as Investaent Constraint

As Mentioned earlier, no fire estimates of industry production targets 

or requirement«/availability of finance have been vorked out. These are 

not available in the current or for future plans either. The nearest 

that ve have is the broad Malaysian target. Such information as is 

available for Indonesia, Thailand and Sri Lanka is hardly helpful. In 

the absence of global finance requirement/availability figures, there 

can be no corresponding division between foreign/internal uses and sources.

- Households' absorption of shares is proportionally 
small in total savings. It is small in absolute terms 
even. This is the result of a number of factors like lov 
incomes, lov savings, their diversion into channels where 
quick money is made and above all in acquisition of 
tangible assets like property, etc.

- While financial intermediaries are growing, their 
coverage has to increase further so that people could 
develop proper awareness of savings/credit instruments.
Tabanai, Tasks progresses, Tappelpram, HaJ fund, etc. 
have been designed to suit the native genius of the 
people. Spreading of a network of cooperative/credit
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institutions like KIK etc. could break the strangle 
hold of money lenders. Even, the pavn shop, when it 
is properly organized could be of help.

- An integrated interest rate policy is necessary. High 
rate of irterest help to svell the funds of captive 
institutions as vas seen in Sri Lanka, Malaysia,
Thailand, etc. While the Government ha3 been getting 
its finance at relatively lov rates, rates of interest 
charged to the corporate sector, etc., have been 
almost penal.

- The secondary market for securities has not developed, 
the stock market itself being a recent development. 
Experience of Malaysia, Thailand, Indonesia and Sri 
Lanka shows that people/institution shov interest in 
shares as compared to government securities. Though 
there have been speculative surges, the market is hope­
lessly narrov.

- It is probably so because ownership of shares itself has
9/quasi-oligopoly elements m  it. A recent analysis — 

of 30 of the U8 companies listed on the Securities 
Exchange of Thailand (SET) has shown that in a com­
bined capital of Baht U,oU8.87 million, the number of 
shareholders was only 36,028. Within this, ownership is 
highly skewed so much so that SET has not attained the 
status of a broad forum for the mobilization of funds.
The same phenomenon vaa reported in Sri Lanka and could 
in some measure be true to Indonesia and Malaysia as 
well. If quasi-oligopoly is to be Juxtaposed against the 
start eenditions of native population, attempts made to 
gather the savings of local/indigenous population and 
divert the same into shares (or purchase shares on their 
behalf, with an idea of developing the same on them later) 
assumes special meaning.

2/ 8** Life for Corporations, Asian Finance, l^th September 1978.
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Policies designed to provide accelerated depreciation have to he 

critically examined. There has been among the countries a certain 

competition in this respect. This combined vith permission to revalue 

assets, creates situation where depreciation works out higher than 

replacement cost. While the historical cost base may not be appropriate 

in a regimen of inflationary policies, asset revaluation could introduce 

anomalies of the type mentioned, even if there are agencies to monitor 

this. Indexation or linking it to machinery prices may be a better 

way of doing it.

- In Any case, vith tax holiday ranging from 3 to 
15 years and extensions provided thereafter for 
foreign as well as domestic investors, the countries 
studies particularly Malaysia, Thailand and Indonesia 
and more recently Sri Lanka have proved to be veritable 
tax havens.

- Corporate taxes have been low mostly, more so when 
ownership is broad based or shares are listed. Taxes 
on dividends have been low and vith-holding tax not 
uniformly applied and more often than not refunded 
under one clause or the other.

- Import duties on machinery/rav materials have been 
either non-existent or minimal. Capital gains taxes 
have also been thin. Excess profit where they existed 
were brought down. Individual tax rates, with the 
several concessions thrown in, were in effect, not 
even as large as they looked and where they were 
relatively high as in Sri Lanka vere brought down in 
recent years.

- While these various beneficial measures have genera­
ted good profits, freedom to remit funds would have



funnelled them out of the country. There was no 
tax on reinvested profits and/or on additional 
investments.

- In viev of the limited or restricted nature of 
local entrepreneurial base, the form of enterprise 
selected was the Joint venture but it was the 
foreign party that had the more dominant voice even 
where the indigenous counterpart is the state. Thi3 

enabled the countries to benefit from modem manage­
ment and technology brought in by the foreign 
collaborators. It is not so much because of change 
in the balance of political forces but because of 
capacity to bargain from a position of relative 
strength that made the Deputy Prime Minister of 
Malaysia say, "With so many investors, we can pick and 
choose who we want to invest in our country vhereas
we did not have this option before." —  ̂Once again, 
attempts to disperse ownership as in Malaysia,
Indonesia and the targets for the same have to be 
appreciated in this context.

- The purely indigenous company may not have benefited 
to the same extent. There wa3 hardly any veil thought 
out priority or scale of preference in approvals granted 
for Joint ventures. So long as a Joint venture proposal 
is fitted into a vague plau or target it passed muster. 
Though considerations like employment, dispersal, local 
material used were the criteria, in point of fact even 
those that did not permit 'pioneer' or similar status, 
were accorded benefits, perhaps at a lower level of 
incentives. Now that the first pnase of industrializa­
tion is over, tax incentives, depreciation incentives 
could be phased out or given on a more restricted basis 
in terms of a better defined set of criteria. Besides,

10/ 'Bargaining from Strength: The right to choose investors', 
Asian Finance, July 1980.



a consolidation of incentives and concessions on one 
hand and corresponding value added and other benefits 
should be attempted industry vise to arrive at relative 
cost/benefit picture. This should fit into the given 
country's overall priorities.

- While at the stage these countries were, this vas the 
only way to attract investment, greater care could perhaps 
have been exercised. The projects tended to be capital 
intensive mostly and one of the original purposes under­
lying the industrialization process thus remained un­
fulfilled. It is even doubtful if they helped to generate 
savings in a big way. Foreign investment, all told, vas 
helpful selectively but vas significanc in bringing in 
finance, technology. The importance presently being 
attached to employment could change the complexion of 
things.

- There is a significant public sector in Bangladesh, Sri 
Lanka, Indonesia and Malaysia. Both in Bangladesh and 
Sri Lanka it acted as a drag by consistently making 
losi.es. Its success in Indonesia or Malaysia is because 
of the field of operations chose. Thi3 is not a value 
Judgement on public sector as an economic entity. It 
could be partly because of objective conditions like
poor management, lack of inv-stible resources, inputs, etc.

The Market for Short Term Funds

Pressure on commercial banks on short terra funds has been endemic. 
It vas not Just inflationary pressures but supply/demand imbalance that 
led to sharp increases in interest rates over the years. There vas 
thus illiquidity all ov~r. It vas partly because banks vere not ulloved 
to expand or vere non-exi3tent. The result vas to take the typical 
instance of Thailand —  ̂ loan/deposit ratio vent up to 99.1 per cent

11/ Thailand's Crisis of Confidence: New Initiatives on the Anvil,
Asian Finance, 15th October 1975.
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from 7 5 . 1  per cent, though deposits increased at a rate faster than 

savings. There vas a similar illiquid situation in Bangladesh and 

Sri Lanka also. Rates of interest in almost all the countries vent 

up over tr e yews. Oil flovs partly eased the situation in Indonesia 

and Malaysia hut they vere affected because they restricted foreign 

banks operations. This made foreign investing companies not only to 

import initial capital or medium and long term funds but also short 

term funds. Where foreign inflovs vere lagging behind domestic 

requirements, bonds had to be floated abroad, as in the case of 

Thailand.

- There are several instances of foreign banks
lending larger amounts than their domestic deposits 
vould have permitted. There are, equally, many 
instances of foreign companies being obliged to 
raise sizable funds abroad to finance short/ 
medium and long term credit requirements. While 
this has its ovn attractions, it has several drav- 
backs too, like funds moving out at the vrcng time. 
There is need for a thorough appraisal of short-term 
credit requirements of manufacturing establishments, 
so that they are mapped out in advance and proper 
collateral requirements are vorked out and provision 
for rediscounting is also arranged. This vill help 
to relieve pressure on commercial banks and also 
enlarge the volume of funds. A rediscounting market 
around bills or arranging of generally acceptable 
collateral helps in augmenting funds and vorking out 
the right arrangement for monetisation of credit 
instruments. In this event, future requirements can 
be better predicted. Also, oroject approach method 
may be adopted for indicating financial req lirement?
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instead of insisting on right collatere' as has 
already been done in some countries. Provision of 
right amounts of short term credit vill go a long 
way in reducing the hold of original initiator3 /entre­
preneurs , besides reducing the interest burden. The 
consortium approach may be developed among the banks 
to reduce the risk of default, failure etc. and 
above all to meet the needs of large finance.

The impact of shortage of funds was felt by 3mall 
and cottage units which were denied finance apart 
from difficulties they were experiencing because of 
lack of demarcation of their role, non-availability 
of inputs, etc. For the overall targets of industrial 
growth to materialize, small and cottage units have to 
be strengthened in specific industry areas or even 
generally. The initial capital/working capital 
required for their growth and functioning is large and 
has to be provided by commercial banks or by specially 
designed institutions. Rediscounting facility together 
with specific allocation of funds by commercial bank3 
or whatever institutions are thought of will have to 
arranged to relieve pressure on funds. Overdue are a 
symptom of sickness but deliberate non-payment of 
instalments falling due should be penalized. Provision 
of funds to 3mall units generally and cottage units 
particularly is linked with steps taken to increase 
employment and raise the living standards of the poorer 
sections or ethnic groups. Resort to unorganized money 
markets with attendant high rates cf interest will be 
avoided or at least its incidence will be reduced. What­
ever it be, there should be one integrated package of 
incentives instead of their being split on several 
fronts and being misused.
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Long Term Finance

While the volume of funds and hence the loans of existing teim 

lending institutions have been increasing, new institutions are 

simultaneously being fashioned to undertake bigger size projects as 

in Malaysia and Sri Lanka. Medium and long term loans up to 20 years 

are being given as Bangladesh Shilpa Bank and up to 15 years a.° by 

Bangladesh Shilpa Rin Sangastan (Working Capital loans are not normally 

give by them). The Bapindo of Indonesia gives medium term loans of 

1 to 3 years and long term loans of over three years. The UPC gives loans 

of 3 to 15 years' duration and PDFCI offers loans of up to 15 years.

The MIBF of Malaysia gives normally loans of 3 to 51 years, of 2 to 

5 years foi machinery and of 5 to 8 years in the case of other long 

terra loans. The proposed Industrial Development Bank of Malaysia has 

plans to provide long term loans of 5 to 15 years. The DFCC of Sri 

Lanka grants medium/long term loans up to 10 years normally. The 

Rational Development Bank may extend loans up to 12 years. The Industrial 

Finance Corporation of Thailand offers loans of up to 10 yea-s. There 

aie varying grace/extension periods. Loan3 could be either in local 

currency or in foreign currency funded by IDA, ADB, KFW, World Bank,

Japan Export Import Bank, Special Yen, Danish Government, etc. (the IDFC 

and PDFCI have L0 per cent foreign equity a'..aunel foreign 

To supplement resources, capital fi’-as have been increased on occasions, 

besides loans/detetures, etc. nave been raised. The term lending institu­

tions have also been au^.icrized to invent in the equity of companies 

seeking assistance .p to a certain percentage of the given company' 3  

equity or up tr a maximum percentage share of the capital of the institution.



Interest rate could be varying vith the size or purpose of loan but it 

is usually in relation to the Bank rate or in relation to the interest 

charged by the foreign agency giving the loan. Small scale units were 

given preferential contract rates and other benefits. Term lending 

institutions vere also supporting institutions catering to special 

interest by investing in their equity capital or by extending loans 

to them. Acceptable collateral is machinery and other fixed assets.

- To step up the rate of investment in the economy, 
further augmentation of funds both domestic and 
foreign is required.

- Loans/invertment should have greater correspondence 
to priorities laid dovn in the national plan.

- Regional or special groups should have greater 
access to financial institutions by way of 
differential interest, larger Ioann, etc. and their 
institutions should have additional rediscounting 
facility, etc.

- Proper appraisal cf projects vith the right type 
of follov-up should be done to avoid cost over­
runs, delays, overdues and such like developments.
It is also linked vith quick clearance of projects.

- Proper delimitation of spheres for domestic, foreign 
and Joint ventures should be done to determine vhich 
category of companies are el'' gible to hov much of 
support. Priorities in 'urn will have to be properly 
spelt out. Such demarcation viil finally be in 
relation to the nature and quantum of support to be 
extended to individual ndustries. The right kind
of mix of equity and aebt will have to be worked out.

- Consortium approach may be adopted vhere there is more 
than one institution or vherr other financial institutions 
are being brought into financing.



- Maximum loan/investment limits vill hare to be 
enlarged or liberalized keeping changing cost 
requirements in viev.

- Interest rates vill have to be realistically 
fixed.

- While some of the development finance institutions 
had no problem of finance owing to repayment of 
loans on time, others have run into this difficulty.

The survey of investment add savings trends, followed by the review 

made of the financial structure, brings to light the opportunities for 

growth and the constraints operating.
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CHAPTER 17 

AH 0VER7IEW

Investment is crucial to growth and investment in manufacturing 

even more so to developing countries. This is with a view to gainfully 

using domestically available materials, achieving a measure of self- 

sufficiency and relieving pressure on agriculture through creation of 

employment opportunities in industry. There is also the factor of 

fluctuating export prices and hence of incomes. What the pattern of 

investment should be is a different matter but it looms large in all 

calculations of growth, because to this is linked the question of 

unemployment/under-enrployment, proper utilization of resources and so on.

Investment has been increasing apace in the countries under considera­

tion. It reached a fairly high level by late sixties itself in some of 

these countries. The rate of increase could not be large in countries 

like Thailand but in Malaysia and Indonesia increases in investment have 

been large. Even Bangladesh reported big upward movement but how firm 

the trend is, it is difficult to say. Sri Lanka too seems to be poised 

to record increases in investmer. . A part of the unsteady movement is 

owing tc fluctuations in export prices and income therefrom. There have 

also been factors like uneven foreign inflows, unsteady domestic savings 

mobilization, non-economic factors like political and other uncertainty, etc.

Savings have been lower than investment generally except, for Malaysia. 

For certain years in between, the situation was different. Savings will 

have to be mobilized in a bigger way to sustain the larger volumes of 

investment contemplated. This is not of course to say that foreign 

investment/technology are not needed. The rate of savings determines/seta 

the pace for investment, unless savings are supplemented by foreign flows/



forced savings, which cannot be resorted to beyond a measure. Domestic 

savings have to supplement foreign inflows in any case, because there 

is necessarily a domestic eomoonent of all investments. That savings 

slip into low priority or speculative investment in developing countries 

is well known. Mere proliferation of financial intermediaries does not 

help, though a wide choice of options could help to channel funds into 

intermediaries. Direct investments by households in equity shares have 

been low but funds could be routed through investments by intermediaries 

as well. Steps are being taken to increase the volume of savings in a 

variety of vays, better coverage, interest incentive, fiscal concessions, 

contractual element, emotional appeal, etc. However, it is the level of 

income and its distributioi that determines the volume of savings. There 

is, of course, direct 3avings/investment linkage in the less developed 

countries, whether it is in industry or elsewhere. Self-financing, not 

being sufficient and internal generation not being adequate, there is 

recourse to financial institutions. Their significance is increasing 

but small scale units are, more often than not, outside the pale of their 

influence. Interest rates are unconscionably high, which adds to costs. 

The wide differences noticeable between the organized and unorganized 

sectors have to be bridged, through better linkages, pumping of credit, 

rediscounting facility, better geographical coverage and so on. Except 

for Bangladesh, saving rates have been fairly high but levels are not 

stable and are also not growing. If incomes are stable, saving rates 

would be stable too. Incremental savings-incorae ratios have uo exhibit 

greater dynamism. If the state is an important economic entity either 

as producer of good3 (Bangladesh, Sri Lanka) or of oil (Indonesia, 

Malaysia, Thailand), the state should equally garner more of savings.



Savings habit generally or the habit of saving through financial inter­

mediaries can only be incalcated over a period.

Within investment, the share of organized corporate and unorganized 

sectors, for the few years such information is available, has been 

betveen 1 0 and 20 per cent. 3y the end cf the 1 9 7 0 s this could have moved up. 

Public investment is overwhelming in Bangladesh, more than significant 

in Sri Lanka, where there has been a shift, however, in recent years, 

and in Indonesia in specific fields like oil etc. Malaysia has also 

gone in for public investment outside infrastructure but on a more 

selective basis. The influence in industry proper is the least in 

Thailand. Foreign investment has been sizable in Malaysia, Indonesia 

and Thailand Small industry's share is perhaps not large, though 

numberwise it constitutes a significant element.

It would appear that equity formed a large part of resources and

other sources like bank loans and term loans contributing the rest,

within external resources. In the case of foreign companies the position

seemed to be that they had to denend on outside sources not only for

initial capital but for medium and long term finance as well apart

from what they would have generated internally, which must have been

large in the context of incentives, benefits, etc. The limination on

foreigr b nk deposit mobilization in these countries would have acted as

a resource constraint. Foreign companies that were significant in the

life of Thailand, Indonesia and Malaysia had to depend on foreign sources

for short/medium term funds too. It is doubtful how far this helped>
the financing of domestic companies. In any event. 3mall enterprises 

which have crucial role to play in generating employment were not the



beneficiaries. Ite high rates of interest charged by commercial tanks 

is symptomatic of the general shortage of funds.

Generous depreciation rates, tax holiday ''enefits, low corporate 

and other tax rates together with freedom to reinvest, remit funds must 

have built up internal resources. The tardy growth of financial institu­

tions must have had something to do with internal generation of funds, 

that was allowed freely. Whether this is in accord with priorities is a 

different matter. Some attempt was made to link this to specific policy 

goals like employment, size of investment location, etc. But its impact 

cannot be Judged. In any case, this contrast with lack of short term 

finance and requisite institutional support.

In the background of the targets set for industry, term lending 

institutions will have to play an even bigger role. Henc», the attempt 

at increasing the resource:, of existing institutions, ‘.ore institutions 

designed to help specific groups are ulso on the anvil. Equally projects 

that require larger sums of money are sought to be propped up through 

creation of newer institutions. Development banking is not a matter of 

provision of finance alone. Better project review and monitoring are 

required to avoid over-runs, sickness, overdues and the like. Quick, 

turnover of funds is a must; otherwise they will be on1'/- looking to 

government or fc*eign institutions for foreign lines of credit. In 

terras of maturity, collater, etc., there is nothing new or more to be 

done.

A better allocation of short term finance through never credit 

instruments, better mobilization, better rediscounting facility, develop­

ment of consortium approach if necessary Ì3 needed. The sjlution does
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not lie in encouraging foreign bank branches or in off shore type of 

banking or in raising short/medium term finance abroad, though they 

may provide 3hort-term solution.

Public sector concerns in these countries have to be toned up so 

that they do not depend on budgetary support alone. Equally small 

scale units and ethnic groups denied credit or opportunities to growth 

hire to be specially helped, as is being done in Malaysia and Indonesia.

A proper review of investment priorities and linking of incentives 

to priority is necessary to '■nsure that there is no divergence between 

commercial profits and social profits.

Growth cannot be fostered through provision of incentives or tax 

holidays alone. What is required in terms of infrastructural support 

has been kept out. '¿he governments concerned here are aware of this 

and some of them, particularly Indonesia and Malaysia and to an extent 

Thailand are in a position to adopt appropriate measures, like provision 

of infrastructural facilities or creation of industrial estates to h'lp 

small/medium sized unit3 . Provision of scarce raw materials, credit, etc. 

could be linked to location of factories in industrial estates. Steps 

have been taken in all these countries covered here towards development of 

industrial estates to achieve dispersal of industries, welfare of special 

groups and above all export promotion. Greater use can be made of this. 

Foreign investment has helned to trigger growth but a 3tage comes when 

nascent domestic entrepreneurial talent begins to assert itself as against 

foreign investors unless foreign investors gradually move on to lines of 

industrial activity which are not immediately within the reach of the 

domestic entreprenci rs. There are aLready symptoms o " this.
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Companies

D e p o s it s
w ith

M erchant
Banks

8 4 9
For Cols. 
11 to  
21,
PTO

------ Y-------------- --------2--------- a  ... _ 4 5_______ 1____ 6________ —  7 8 ___2________ _______ LQ______

1970 6 9 .7 8 0 .5 1 5 0 .2 5 ,68 2 .64 287 .8 1 0 .8 9 12 1 .0 NA -

1971 6 0 .5 2 7 .4 8 7 .9 3 .5 0 2,41 43 3 .8 1 7 .2 8 11 3 .3 И -

1972 108 .7 386 .4 495 .1 19 .5 3 4 .3 6 369 .9 1 4 .8 5 105 .7 ff -

1973 448 .1 571 .0 1019.1 22 .2 0 9.77 932 .4 20 .3 0 28 0 .3 m -

1974 311 .6 8 .5 320 .1 7 .7 5 5 ,6 0 89 5 .4 16 .0 8 219 .5 220 .3 439 .8 1

1975 2C8.3 8 4 .2 2 9 2 .5 6 .3 6 4 .5 3 958 .4 2 0 .0 5 243 .8 8 0 .8 324 .6 1

1976 388.7 519 .5 908 .2 11 .1 6 4 .7 8 1880.7 23.11 358 .0 16 4 .5 522 .5

1977 4 8 4 .6 385 ,8 870 .4 9 .64 5.37 1268 .4 14 .0 5 42 4 .8 124 .1 548 .9

1978 466 .1 64 9 .3 1115 .4 1882.1 582 .2 121 .8 7 0 4 .0

1979 515 .8 727 .4 1243 .2 3715 .0 7 5 5 .2 219 .2 974 .4
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(Table t.j continuât!)
Malaysia Contd.

О Ш Н оп» B f-filnclt )

Year
Col. 10 as per cent ofCol. 21

l/ariatlon fin Amount loutstan̂ - p.ng with (National
j?eYl(w Bank;

Col. 13 ееper cent ofCol. 21

ProvidentFundAmountContri­buted

CbT. TS 'asper cent ofCol. 21

Variation in Assets ofInsurancecompanies

Col. 17 aspar carve ofCol. 21
I New | Issues

Col. 20 aspar cant ofCol. ? 1

Totalsavin:

- 1 1 .. __U _ \ ÏS 14 15 1б 17 là 1--Г5--- ---- 5?j -----5T
1970 4.58 14.1 0.53 206.9 7.83 35.2 1.33 76.3 2.89 2643
1971 4.51 22.6 0.90 245.9 9.49 43.5 1.75 45.0 1.79 2511
1972 4.24 45.0 1.81 284.2 11.41 84.4 3.39 64.9 2.61 2491
1973 6.10 73.2 1.59 292.0 6.36 61.5 1.39 77.7 1.69 4394
1974 7. 98 104.9 1.58 303.0 5.44 83,8 1.51 05.6 1.97 5569
1975 7.06 65.0 1.41 378.1 8.23 105.7 2.30 76.0 1.65 4596
1976 6.42 97.9 1.20 509.4 6.26 115.6 1.42 51.5 0.6 8138
1977 6.08 118.1 1.64 567.0 6,28 143.9 1.59 119.8 1.33 9031
1978 163.5 704.7 180.9 99.2
1979 50.0 829.4 184.2 210.9

(a) Domastlc and Foreign
(b) Excluding Fadaral and Ptate Government and Local Governments, Public Authorities' Deposits.
(c) Prior to December 1972 Post Office Savings Bank since called National SavlngsHank. Also Includes Premium Savings Certificates since 1970.
(d) Includes Brployees Provident Fund of Sabah and Sarawak which became operational from October I960. The amount contributed during the year is taken.
(•) Includes Life Insurance business und-rtaken by composite life and general insurance companies. In the absence of data on premium amounts paid, variation in total assets is taken as the nearest indicator (assets is not representative as this is not of amounts paid out on 

maturity/death etc.).
(f) Public issues, Private placement rights issues, special issues Preference Shares and Debentures leans stocks included. This, however, is not absorption in the public only. It includes absorption by Insurance Companies, Finance Conpanles, merchant banks, commercial banks, inter­

corporate Investment and foreign ownership etc.

Sourest Bank Negara, Malaysia, Quarterly Economic Bulletin, March / June I960.



(Millions of Runaas)

Tab1.« A. 4
Sri Lanka l Savinas An identifiable Finance Instruments

Y e a r

C urrency
h e ld

by
P u b lic

"C o l .7 ' C 0 T O g e r A r T ^ K 5 !------ hst m m “ W T F C [O B F f S " --------------- r g b O ' ^ . " ' .  " I f l o l .  iIn s u - C o l.
16
as
p e r
cent
o f

C o l.
18 .

T o ta l
S a v in g s

1 as
p e r
cen t
o f
C o l .
18

Denand 
oppo­
s i t e  
h e ld  
by

hJBLXC

C o l .4 
as

per
cen t
o f

C o l.
18

T in e
and

S a v in g s
D e p o s it

C o l . 6 
- s

p e r
c en t

o f
C o l .
18

S a v in g
D ep os i­

t s

F ix e d
(Depo­
s i t s

S av in g
C e r t i ­
f ic a t e s

P rem i­
um Sa­
v in g s  
Bonds 
and  
Regu­
l a r

M onthly
S av in ae

8 to  
11

as
p e r
c an t
o f
C o l .

18

— jp .o -
y ee s

P ro -
/ id e it
Fund

14
as
p e r
cen t
o f
C o l .
i e

ranсe
Pre­
mium

1 2 3 4 6 _ 6 ., 7 8 9 10 I i 12 13 11* Is 16 17 18

1970 NA

------AH-----------

2135

1971 180 9 .24 2 0.10 148 7 .6 0 146 7 .6 0 a - 1948

1972 87 4 .4 6 245 12 .5 5 208 1C .66 162 8 .3 0 a - 1952 ,

1973 235 9 .6 0 62 2 .6 0 -1 1 3 4 .7 4 130 47 31 - 208 8 .7 2 173 7 .2 5 a - 1385 >•'

1974 102 5.11 65 3 .P 5 249 1 .2 5 201 67 9 - 277 1 .3 9 190 9.51 a -
1

1998

1975 71 2 .7 6 72 2 .8 0 67 2 .6 0 170 76 6 - 252 9 .78 216 8 .3 9 a - 2576

1976 471 1 3 .0 9 607 16 .88 463 12 .87 265 65 2 - 332 9 .2 3 237 6 .5 9 a - 3597

1977 711 12 .04  ■489 8 .2 8 1251 2 1 .1 9 43 464 -1 8 - 494 8 .3 / 305 5.17 a - 5904

1978 224 347 1584 98 393 -21 - 670 524

1°7 9 658 974 2483 66 929 -1 6 6 976 597

S o u rc e : Bank o f  C e y lo n , R e p o r t  f o r  1979 and e a r l i e r  I s s u e s  f o r  s a v in g s  d ata



Table A .5

Thailand i .Savings lo identifiable Finance Instruments

( B i l l i o n s  o f  B a h t )

1971 1189 3.91 809 2 .6 6 267 4839 5106 16 .8 0 394 93 3 490

1972 2226 7 .3 2 1159 3.81 853 7523 3376 27 .55 1163 235 - 1398 4 .6 0

1973 3366 7 .0 6 1"T39 3 .6 5 1002 7448 84 50 17 .7 2 1423 105 -1 1527 3 .20

1971» 1505 3.01 1467 2 .4 5 1552 11322 12874 21 .46 957 86 -  2 1041 1 .74

1975 1821 2 .8 3 —44 0 .0 7 1069 11830 12899 20 .03 552 454 -1 1005 1.06

1976 3505 4 .8 7 2141 2 .97 1841 15051 16592 23.46 1077 128 - 2 1203 1.67

1977 2791 3.61 877 1 .1 4 1603 20328 21931 28.37 829 1016 ♦3 1848 2 .3 9

1978 4475 4135 3841 18498 22339 2790 -2 2 2 6 412 576

I

I



(Table A.5 continued)
Thailand Contd.

Y e a r

Premium
S a v in g s
C e r t i f i ­
c a te s

C o l, 15 as  
per c en t  

o f
C o l.  22

A g r ic u l t u r e
C o o p e ra t iv e

D e p o s it s

K l V I T l s -
p e r  c en t  

o f
C o l .  22

{in s u ra n c e  ' 
prem ium  '

1— 15--------- !

C o l .  19 as  
p e r  c en t  

o f
C o l .  22

P ro v id e n t
Fund T o ta l  

Saving s

. 10 l é --------IT ------------ 18 20 21 22

1970 29300

1971 78 0 .2 5 34 0 .1 1 NA - NA 30400

1972 100 0 .3 3 64 0 ,2 1 « - 1« 31500

1973 147 0 .3 1 43 0 .0 9 m - 1» 47700

1974 -1 9 -0 .0 3 234 0 ,3 9 m - ft 60000

1975 -1 5 -0 .0 2 633 0 .9 8 727 1 .1 3 m 64-:. 00

1976 34 0 .0 5 63 0 .0 9 635 0 .8 8 n 72000

1977 36 0 ,0 5 511 0 .6 6 1323 1 .71 n 77300

1978 99 370 1434

( a )  E x c lu d in g  d e p o s i t s  from  Com m ercial B anks. Governm ent e t c .

( b )  In su ra n c e  P rem ia  a r e  n o t a v a i l a b l e  b e fo r e  1975 from  Bank o f  T h a ila n d  (A nn u a l Economic R e p o r t )

S o u rc e : F ig u r e  f o r  1975 r e l a t e s  to  premium f o r  11 m onths, f i g u r e  i o r  1976 r e l a t e s  to  premium f o r  
9 m enths, f i g u r e s  f o r  1977 and 1978 a re  f o r  th e  f u l l  y e a r .

S o u rc e : Bank o f  T h a i la n d , Annual Economic R e p o r t  f o r  1978 and e a r l i e r  i s s u e s ,  f o r  sa v in q  data.



S T A T I S T I C A L  A N N E X  

Total Gross fixed Cacital Formation uivicao 
— a3 Datwaçn Public and frivata Sector*

--------------------------r 1970 T 1971 1j 1972 h 1 973 I 1974 l 1975 1 1976 1 1977 1 1978 1 1979
1 ___________ L

2 _L 3 i 4 5 i 6 1 8 i 9 1 1C « 11

Bangladesh l-illion Taka)
1 a Groan fixed capital formation - - - • _ « _ .
2. Public - - - - _ • _ _
3. Private - - - - _ - _ _ _ _
4. 2 m b  per cent of f - - - - - _ « _ „

Indonesia (billion fhjniahs)
1. Gross fixed capital formation - - - _ _ _ _
2* Public - - - - _ - _ » _
3. Private - - - - - - - _ _
4. 2 as per cent of 1 - - - - - - - - - -

Helavaia (million Ringitt) •
1* Gross fixed capital formation - 2701 - - - 5602 6202 7343 6627 10812
2# Public - B11 - - - 2110 2505 3078 3419 4327
3. Privata - 1B90 - - - 3492 3701 4255 5208 6485
4. 2 ae per cant of 1 - 30.1 - - - 37.7 40.4 41.9 39.6 40.0

jri Lanka^ (million Ruoees)

1 . Gross fixed capital forastion 2353 2140 2206 2496 2972 2699 4595 5035 6521 -
2* Public 102) 660 836 694 1153 1521 2219 2403 5133 -

(451) 067) (319) (304) (342) C 42 6) (588) (861) (2056)
3. Private 133B 1280 1370 1599 1819 2178 2376 2632 3138 -
4. 2 as par cant of 1 43.3 40.2 37.9 35.9 38.8 41.1 48.3 47.7 60.2 -

Thailand*1 (aillion Baht)

1, Gross fixed capital formation 32.7 32.7 34.6 44.2 59.4P 67.9P 73.3 28.7 46.5 146.0
(56.1)

2. Public 10.5 10.4 11.4 10.7 10.2 44.3P 23.2 29.7 +36.8 43.0
(15.4)

3. Private 22.2 22.3 23.2 33.5 49.2 53.6p 50.1 69.0 +79.7 103.0
(50.7)

4« 2 ea par cant of 1 32.1 31. e 32.9 24.2 17.2 21.1p 31.7 30.1 31.6 29.5

P - Provisional
Notai Groaa fixed capital formation figurae given here are not the aame ae thoec givan in Table but they are

ncvertFvisas taken to indicate the broad division of fixad capital formation between puulic and private sectors.
âourcai a) dor Id Bank miaaion document quoting Malaysian authoritiae.

b) Moi Id Bank million docuaiant quoting Bank of f.eylont figure» in brackets givan fixed capi ji formation 
for public corporation separately.

c) World Bank mission document till 1975 including figures given under P and office o* National Economic - 
end Social Development Board, Government of Thailand from 1975.



Table n
Groaa Fixed Croital Formation by Manufacturing Eatabllahmenta

(Thousand Mnj Rupiaha)
1
♦ISIC i Industries

1l
1
1

1 9 7 0 '  ’ 
1

1 9 7 1 b

i
1
1
|

1 9 7 2 b

l
1
1
I

1

19 7 3 b j 

1

1

1 9 7 4  j 

1

1 9 7 5 c

1
1
1
1

1 9 7 6 c
1

3 ,  Total of Manufacturing 3 7 . 4 5 3 . 3 1 0 5 . 7 0 5 . 3 1 7 0 . 3 2 0 1 . 1

(b) Manufacturing Eatabliahmen^s with 10 or more workers nor uai ~ power
(c) Manufacturing Eatabliahments with 20 or more persons engaged including Synthetic Resins 
lb) Statistical Year Book for Asia and Pacefic U.N. 1978 and earlier isauea.
(c) U.N. Year Book of Industrial Statistics, 1977, Vol.I.



T a b l e  111
I

Approved Foreign In cstnent Projects oy Sector in I nd oneaia Mijlliona u f Ub ;.

Sri- ! - ♦ 1 

■No:.....1________________________________l_

n
S 1 9709 I 19719

1
♦ 19729 i — 7

1 -----------1-----------1-----------1 -----------
( 1977 
1

T t “ 1967-70
1967-699 ♦ 197 3 9 • 1974 1 19 7 5 1 1976 

1
1 1-70 1 c ,

Projectf 1 > t 1 i Fliin .

- \ .. i_________________ l _____________L_
3

I ‘ 1 5 Í ‘ ! 7

I 0 
1 0 ! 9 1 ,0 1 " !

i ~  r
i ’ J i

14

! • Mining 623.7 75.0 00.0 175.0 69.0 507.2 3.6 200.0 16.1 1440.4 1 3

- Metals - - - - - 69.0 507.2 3.6 200.0 - 1201.3 0

- OtherB - - - - - - - - - 16.1 167.1 5

2. Manufacturing Industry 161.3 143.0 749.1 215.5 471 .7 920.2 1159.4 340.2 380.2 202.0 4105.2 401

- Food 31.7 15.4 1 9.9 24.1 24.9 33.9 23.5 67.6 7.7 13.3 2'4.1 57

- Textiles and Leather 35.9 24.6 1 26.3 1 20.3 243.6 358.3 31.2 24.2 91.9 51.0 1105.4 72

- Hood and Hood Products - 0.5° 1.2“ 0.3“ 6.3a 10.0 21 .B 5.5 - 1 .0 46.5 13.5

- Paper and Paper Products 3.0b 2.1b 3.3b 4.9b 2.5b 1 .0 1 0.5 66.2 9.7 0.5 110.5 14

- Chemicals and Rubber 42.4C 33. 1c 27.0C ro ro • * o

73.6C 76.1 60.4 35.7 70.2 17.5 447.9 120

- Non-metalic Minerals -1 - - - 134.5 99.6 72.0 99.0 16.6 539.9 3 1

-  B a s i c  i n s t a l a 3.4d 5.3d 12.0d 11.7° 73.6 246.0 875.6 12.0 10.4 0.7 1203.2 26

- M a t a l  P r o d u c t a 65.0 20.6 65.0 75.3 00.3 4 6 b a 6 131

- O t h e r ) 44.9 62.0 59.4 31.8 75.5 3.4 - - - 6.9 14.1 r

-> C o n a t r u c t i c n 4.7 9.4 6.0 14.5 14.6 26.8 10.4 1.2 3.4 4.? B0.1 63

- T r a d e  and H o t a l a 10. B* 3.6* 51.8“ 33.5“ 2B.4“ 43.0 21.3 14.2 0.6 9.7 1 B0.2 
12.2

1 5

- W h o le  a a l a “ 0.7 ” ""

- H o t a l a - - - - - 43.0 21.3 1 J.5 0.6 9.7 160.0 1 1

- T r a n s p o r t a t i o n  and  comaiu- 10.6 0.5 4.2 3.0 15.2 3.0 20.3 4.0 5.0 36.5 9B , 3 20

n i c a t i  on  
-  S e r '  ' . c a a 36.3 12.2 9.9 23.: 56.5 22.2 9.5 27.3 6.0 24.1 277.2 55

T o t a l 1236.5 344.9 426.1 522.2 655.4 1276.4 1758.6 449.3 670.0 362.1 7124.5 000

a. Timber b. Paper c. Chemical d. Metala e. Hotels and Trade f. Other services
g. Figures include Oil & Banking
Sourcet Bank Indoneeie Reporte, different isauea.



Tabla TV

Implementation of Foreign Investment Projects in 
Indonesia bv 5sctor Million of US I.__1----

----------
S I .  1 
N o .  1 

1

-----------------------------------------r ------------------1--------------- T 7 r----------------r T ---------------r----------r II 1967- 78
Ssotor 1 1967-69 I

i
I 1970 i 1971 1 1972 1 1973 1 1974 j 1975 1

1
1976 j 1 977 J 1978 II P lu r .  1 Pro-

■ k 1 1 1 1 11 1 11 1 J s e t s
I j1 I i I I 1 I ___________11_____ L

2 3 4 5 6 7 B 9 10 11 12 1 3 14

H i n i n g 11.7 42.1 61 .0 50.7 6.6 44.3 40.4 42.4 20.1 57.3 3 7 6.6 1 1
M a n u f a c t u r i n g  I n d u s t r y 34.6 4B.C 103.7 171.1 306.7 368.5 392.4 301.2 186.2 267.0 2179.6 38 7

- Fo o d 9.1 13.8 16.4 1 5.9 34. a 21.7 18.9 10. B 11.9 14.9 163.2 49
- T e x t i l e s  &. L e a t h e r 2.6 11.3 44.3 77.9 149.5 1 51 .7 181.8 91.8 27.9 31.4 17 6.2 54
- Wood and Wood Products - - 3*1 0,5 0.3 1.8 10.6 4.6 1 .4 0.4 22.5 8

- Paper and Paper Products 0.3 0.2 3.1 0.5 0.3 1.5 0.7 3.3 9.6 11.0 39.3 1 1
- Chemicals and Rubber a . o 11.4 17.9 21.2 37.1 50.8 45.9 45.7 28.0 1 1.7 331.6 1 1 5
- Non-aetalic minerals - - - - - 44.2 54.2 71 .3 42.9 9.0 26: .7 20

- Basic Metals 1 .0 0.7 2.5 4.9 1 1 .0 17.7 43.3 30.9 27.0 37.8 1 7 7.4 22
- Matol Products - - - - - 72.2 41.1 42.4 35.4 09.9 386.7 101
- Others - - - - - 0.9 0.9 0.6 1.3 0.1 12.2 7
- •'onstruction 13.6 1 1 .0 19.2 44.5 68.9 1 6. 1 7.9 4.5 3.0 1 .4 36.9 4 9

- Trade and Hotela 1.3 4.0 6.7 4.5 17.9 19.6 8.2 17.6 6.2 17.2 1 0 : . 2 12

3- Whole sale - - - - - - 0. 1 0.2 - 0.7 10.8

- Hotels - - - - - 19.6 8. 1 17.4 6.2 16.5 92.4 9

- Transport and Commu­
nication

4.3 7. 6 0. 3 0. 9 0.9 1. 1 2. 2 4.4 2.0 4.7 23.0 1 9
- Transportation - - - - - 0.7 1 . 2 4.2 1.8 1 .3 12.6 11
- Communications - - - - - 0.4 1 .0 0.2 0.2 3.4 10. 2 1

- Services and Others 2.4 2. 4 2. 3 3. 6 4.9 107.1 47. 1 16.2 2 a 9 19.0 21J (1.9 3 8

Tot si B3.0 13B. 2 218. 3 270. 9 393. B 633.9 547. 1 425.5 258.8 405.2 3374.7 661

Sourcet Bank Indonesia Reports different issues.

I

I



I

Approved Domestic In'.estrnent Projects in Indonesia by Sector.
T a b l e  V

SI.
No. Sector

1960-71
No. of¡Inveet-inu. u. Iiln-o3.-inu. -- - — ....----- •
Projeci ment i Pro- I ment I Pro- ) ment 1 Pro-| ment J Pro-J ment 1i - * r> t_ ft ¿_»+aft D 1 è • I Plan I Plan t i arts I Plan I

-In o .
1972 T T 1975 TI 1973 ] 1974 J X7T0 |
of 11 ovest-|No . of IInveet-lNo. ofllnvest-lNo.o/ lInvest -I

1 2 3 4 5 6 7 8 9 10 11

1. Mining 4 1 B.6 1 0.3 1 0.3 3 2.4 — _

2. Industries/Menufac­toring
525 190.0 322 192.0 391 340,5 1 92 170.4 130 199.4

3. Transportation 52 29.2 7 28.7 21 27.0 7 12.0 - -
4. T ourisum/Hotels 55 31.9 16 17,2 22 33.9 8 3.7 4 1 .4
5. Houning/Office 2 2.5 4 3.5 3 71.1 1 1.1 4 1 5.2
6. Others 7 2.4 1 0.6 1 1 .0 - - 7 0.3
7. T otal 64 5 369.0 421 297.6 550 569.4 259 230.3 172 250.8

1976, 1977, 1970 
Please see next pagi-





lafelt___II
Approved Daneatlo Inumtnont In Manufacturing in Indonaala

SI.
No.

1 ---------------------!
1 ! 1 Sector 1 
1 1

i------ :> v i t a  L M | " ” 5ÏÏ I ... 1?76 ...... I ' ' 1978
No. of tlnveet- 
Projectal nant 
_________1 Plan__

[n o . of { 
(Project*!
\ ; 1

Inveat-
nant

|No. of I lnvaat- 
iProjactal nsnt
J_________ I___ Pinn

(ho. of 1 inveat- 
ÍProJactal nant

_J_________ 1__P i ™
1 No. of 1 
1 Projects 1
I t

Inveat-
nent
PI mi

1 ■ n 1 ~ 1 3 I 4 1 5 1  K  r 7 1 I r 9 1 10 1 . 1 1

1 . Taxtilaa 374 366.7 21 38.8 43 42.5 35 75.1 49 167.6
2. Chenicala 340 127.4 25 51.4 4 -2.2 26 90.6 30 103.0
3. Electrical Appliance 61 22 .1 3 2.2 - 4M - - - -
4. Othara 868 409.7 81 107.0 47 134.3 103 227.7 139 260.6

Total 164. 3 925.9 130 199.4 94 174.6 166 401.4 218 531.2

Different Oat* given under Manufacturing ara taken fraai tha 1978-79 xaport i figuraa givan hare ara not 
tha a ana aa tha figuraa givan ir. Table uhich ara takan ft on the rapert far each year*
Sourcai Bank Indanaaia Report 1978/1979*



Cross Fixed Capital Foraatian by Manufacturing Eatablishaants 
in Paninaular Malaysia

ISIC Induatriaa 1970 1971 1972 1971 1974

3 Total of Manufacturing 2C1*24 225*35 289*95 580*09 933*3?

Sourcai Statistical Yaar Book for Aaia and the Pacific* U*N»* 1978, and
aarllar iaauaa*



TAblf vin

S r o u  Fixed Capital Foraation by Manufacturing 
Eutabliahaanta in Sabah (Eat ab li aha an ta with 

8 cr Mara paraena)

I5IC 1 nduatry 1971 1972 1973 1974

3 Total of Manufaeturing ••6 4.8 6.7 18.4

Sources Statiatieal Toar Book for Aaio and tha Pacifie» U.M. 1978 and oar liar
iaauoa.



l a m  — 1X
c— i t « l  r »w »t j« «>  kv U l«

»1. TT 7-------1------ r f  -5------ --------r  r r ---------- “ T T?-------------- iT IT  1— IM —  777---------

£  i :
H  "  1 ™  l r ' H r  n ..jn  h

i .  B i i m j j  ( h u u m  a in « i « t )
1) I i m i  riaaa Capital 

faaaatian
»701 •A 0* ■A HA HA HA

t ) ta a ik aa tia l buildinga 420 19.9 m Ok an m - - - - *

1) >m - i  jalkantl a l U d| •00 19*9 m - - - - - “ - • •*

at M M t im U M  ax a apt
land la fM v n iM t  I U 11.9 - • • - - • - - - -

3) l a a i  la p r iy w a a « !  P lan - 
ta t tM  ana O ta h « i
Pavalapaant

177 0.0 - • m - - - - - - -

** TranapasS (p ilp aea t 311 11.9 - m m m an - - •

T) NMh&Mfy •thvv 
•fn ipa iftl 39.0 . m - ~ - - - - - - - ••

1) Bzaaking ataak draught 
aniaala ata. ■ 0.2 - - - - - - - - - - -

a. I x l  Lanka (H i I l i a «  Hupaaa)
1) Orpaa fixak aap ita l 

fa n a t la * 22SO 2479 2749 »979 3940 4479 4147

2) Aaaikential bu ild ingal
3) H an-raaikantial B lkg.l

931 41.4 1049 42.1 1214 44. 2 1299 43.1 1270 39.9 1040 30.9 1090 94.1

4) Olkas esaetruutlau aaappt
lank lapravanaut 391 17.0 444 17.9 490 10.0 901 10.9 977 10.4 013 13.7 473 1.4.9

1) Lank iaprovaaant ank 
plantatlan 1 asakask 170 7.0 224 9.0 220 9.0 307 10.3 391 11.0 924 11.7 404 1 0 .0

kavalapaant.
( )  Tsanapart aqpipnant 197 9.9 297 10.4 230 9.0 399 11.9 407 11.9 923 11.7 663 14 .7
7) Nackina.'p ank atkar 

aquipaant
902 29.0 909 20.9 019 22.0 933 17.9 999 29.3 1109 20.1 1142 79.0

0) Iraak in f i laek. draught 
aninala a le .

* * • “ • - - - * - '*

3. Tknilank (H illia n  Ik a l)
1) Oraaa f i*ad  Capital 

faraatian .
32772 34007 44244 39109 09930 77410 94199

2) Raaikantial b u i ld lig 4039 12.3 4009 13.3 6202 14.1 9012 14.0 7 719 11.2 »279 12.0 12031 12.1

3) Han-zaaidantial Bid* 9020 17.1 9140 14.9 9393 12.2 9942 13.0 13170 19.1 10040 20.7 19190 20.4

17.0 0073 17.9 0019 13.0 3243 9.9 9071 7.4 7931 10.2 4620 9.2
9) Land iapravaaant L plan­

tation L  orekazk da«» 941 2.9 911 2.3 1337 3.0 2490 4.2 4993 0.7 9909 7.9 7276 7 .7

(| Tcanaport aquipaant 4990 14.9 9332 19.4 • 699 17.9 10399 17.0 12994 19.9 13322 17.2 19372 16.1
Tl Haohina 1 atkar equip» 11947 33.2 12037 30.9 10999 37.4 29997 43.2 25799 37 >9 29991 32.9 31709 13.7
•) treading Stock draugkt 

anlaale ata»
• * • • * "■ * *■ * * * “

Saurcai U.H. Hatlnnal lneoaa Aceaunta, 1970. Vol. I



6ro»» flxad Capital Forwatlon In pylon ond Capital ForraUon b.v.ilu
iRUfitBt K ilU gn l

”  j  1963 {  1970 } 1971 } 1972 { 1973 | 1974 { 1975 { 1976 j  1977 j  197B j  1979
traaa Pontetlc-Flxrd Capital 
iBMUtten

1043 2359 2140

a) Govt* 1 Public Enterprises 379 570 493
b) Public Corporation 150 451 367
c) Private Beater 514 136B 12B0
China»« In Stash -30 230 258
a) Govt* L Public Enterprises 24 SB 243
b) Public Cospoxation 
e) Private Sector

-54 192 15

fig»» toBfiUfl-r.1»»^ Ctaltal Formation Privatq Sector . 1769 1647

Planting, Replanting and 
Land Development . 95 1 1 1
Building L other construction - 933 993
Plant and rtnehinary - 322 2B7
Tranepart Equipaent m 245 171
Other Capital geode - 133 B5

2206 2493 2972 3699 4595 5035 8521 13246

517 890 811 1095 1631 1542 3077 3809
319 304 342 426 .588 861 2056 9437

1370 1599 1819 2178 2376 2632 3388
432 35 763 441 381 224 33 281
313 64 663 408 339 313 -354 -65
119 -29 100 33 -38 -89 306 346

1689 1903 2161 2604 2964 3493 5444 9467

112 1 1 1 98 1C6 93 95 157 201
927 1029 1334 1304 1547 1637 2213 3833
237 379 200 518 694 844 1551 2287
278 245 279 353 283 461 926 1970
135 139 250 323 353 456 597 1146

tm i x e m  Bank af Caylan Rapoct for 1979 and aarllar laauaa«



TihlB XT
Bangladesh Shilpa Bank, Local and Foralgn Loane, 
Sanctianed and Blaburaad, Loana Outatanding Ovarduaa

Laanédiabwrae« lTTTH'ntnrnTFrr W Ê 'v l 1 l ' I T T B I IMo« of ano
Publio

Loana 1 Foralgn
Privata

Laano Ifaraign
Oublie 1 Privata 

Laeal iFaraign (Local 1Foralgn
Pub-IPri- 
lia l'/ata Tatal

| P u b - ( P * i - | IPub-I Pri­
llo jvatsjTotaJ.jllc j vate

— I— __ 1_____ 1___ I____ 1___ B____ 1__2_____ 'UT 1 11 T S H l 13 1 14 1.1 j-

r-HvcH

17-12-71
ta

30-6-T2
— m 0.10 «r aa • l " “ 57.16 - - 16.1T 5 25

1972-73 0.99 * 0.69
(0.79)

aa 0.49 m 0.30 - 49.91 - - 27.37 10 16

1973-74 1.29
(2.26)

5.40 0.60
(1.39)

0.29 0.29
(0.76)

- 0.35
(0.65)

0.16 43.95 — — 37.21 14 116

1*74-75 5.22
(7.50)

17.16
(22.56)

1.45
(2.64)

2.96
(3.25)

0.66
(1 .66)

0.20 0.26
(0.0 1)

2.12
(2.30)

4 » - 59.36 - - 40.82 11 88

1975-76 m 0.62
(23.16)

1.79
(4.63) 4.09(7.34)

0.66
(2.32)

2.51
(2.79)

0.59
(1.50)

5.02
(7.32)

46.89 13.11 60.0 S? on 66.22 82#,° 10.32
3 75

1976-77 • 2.46
(25.66)

6.76
(11.39)

11.19
(16.53)

1.49
(3.81)

1.69
(4.68)

0.03
(1.53)

1.05
(6.37)

61.66 18.13 99.61 1 3 -8710.ii4‘5!i 2 125

1977-76 - 5.31
(30.67)

12.99
(24.36)

21.53
(4C.C6)

6.09
(9.90)

3 . 7 7

(9.45)
0.91(2.44)

0.61
($.18)

87.63 26.60 114.63 6.26 23.99 
15.74

2 199

1978-79 - 0.82
(31.79)

26.36
(50.76)

22.99
(63.05)

12.60(22.50) 15.39(23.04) (24.40)
0.15
(9.31)

61.66 54.54 136.31 16.80 34.26 
17.47

1 311

1979-60* - 6.6?
(38.41)

23.00
(73.76)

36.35
(59.40)

17.46
(39.96)

6.79
(30.63)

0.38
(2.18) (9.31)

62.69 74.07 156.76 24.97 50.33 
25.36

an 244

• March anding.
Seurcai Remine af tha . litias of tha Financial Inetitvtiona in Bangladaah. 1979-60 

Miniatry af Fln-nce, (tavirnaant of tha Paop2**a Rapublie of Bangladaah.



Tabi» ..XII

ftlHJÌrmllUU.l9Sll.r f omini! Lo t i»  aanctlonad L dlaburaad. Loana P u f  tane* ira L Cviidua«
(IlhJLÌ Ziti)

Loani aanctianad Loana_ Haburaad__.___
____ P a t e l l a .1__Piletta,,__ ___ CuiLocai Forfllon ----Ei ÌXMSèL __ .Punii c|Prl-|- .1- hll SPriva-I- . , 

lw-t.tTotallPljbUo 1 t. lTatBl Public t Privata
1 1 t -1____ J _____ J

1972-73 4.11 0.55 0.02 0.1 1.34 m 0.02 - 61.26 6.56 67.82 22.07 3.43 25.30 V 2

1973-74 0.36
(4.73)

0.13 0.38 0.14 
(0.68) (0.60) (0.93)

l.dl
0.13)

0.37
(0.37)

0.05
(0.07)

0.04 61.94 
(0.04)

8.92 67.86 29.11 3.98 33.09 11 21

1974-73 - 0.93 0.66 2.13 
(1.61) (1.26)0.10)

1.61
(4.76) (0.37?

0.28
(0.35)

0.01 99.50 
(0.03)

9.37 108.87 72.66 6.30 79.16 10 23

1973-7* 10.37 0.22 8.26 
(11.98)(1.48) (11.36)

0.13
(4.91)

0.03
(0.40)

0*15
(0.30)

0.12 112.13 
(0.97)

10.47 122.60 31.64 8.40 40.04 e. ¿2

1976-77 1.35 1.07 22.4« 
(13.33)(2.83)(38.80) (4.91)

1.02
(1.42)

0.60
(1 .10)

3.33 121.26 
(4.30)

19.31 140.71 23.42 12.10 33.32 4? 42

1977-7S 6.84 2.71 34.82
(20.17)(3.26)(73.62)

3.28
(8.19)

4.17
(3.59)

0.97
(2.07)

2.54 128.83 
(6.84)

23.14 131.99 27.46 16.98 44.44 2 46

1978-T9 0.83 14.37 32.07 
(21.0)(19.83)(103.69)(-)

9.28
(14.87)

2.51
(4.88)

10.07 135.93 
(16.85)

36.33 172.26 7.9* 1.26 9.20 1 14 7

1979-80» - 83.96 44.43 m 0.90 16.11 10.17 83,22 21.35 76.77 66.32 24.33 90.83 2 236
(73.79) (150.12) ' - (13.77)(20.69)(27.02)

»Nareh Cnding.
Sauro»! ftaauaa of tha Activitiaa of tha Fiaaneial Inatàtutiona in Bangladaah, 1979-80» 

Niniatry af Flnane* 6at»%. af tha Paopla't Papabile of Brofladoah.



T »b la  xni
Indonaaini Lona-taia La ana bv Induatrlaa 

(A# on 30th Juna) 'fUlUgn RuBlahnJ
--------------------f ~~*n (i "  " i w i — 19 Té 1 1977 1*7* 1 1979Coaait»|Outata-lCoaait-|Outata- Cawait-IQijtat uni Coaait- | Outatcnd- 

tad 1 dîna 1 tad 1 ino
— ____-i__________ ___¿.-l.. a____L _4 1 , 1 ,___ i 1 7 1 8  1 9 — Lfl___1__11___I___12 1 13________
î.

1) Food 20S9 1278 2717 1838 294«
2) lobaeea 97 70 83 47 83
3) Taxtllaa BOOO 4399 13791 971« 14438
4) Voad and Noad praducta. 97 94 284 189 607
5) Papar and papar w a  producta 

Printing and Publiahing
192 3489 1042 11127

4) Chaalcal and 364
Chaule al product

30« 390 242 4414

75 Rubbar Product 4990 *949 4 j42 4174 2888
P) Nan-aatalie aina- ral praducta 2044 704 4301 2217 12118
9) Matal producta 1401 1473 9434 90 32 9912

10) Maehinary - - ou au -
11) Claatrieal Maehinary and 

Apparal
133 107 130 98 213

12) Othara 193 •9 287 249 274
Total 2d 340 12Î13 12122 KUBA m a i

2.
1) loan tranapor- 

tation
427 443 «44 480 974

2) Maritima 3444 241T 9822 3744 17 395
» Storaga - - - - <JB

Total 4291 i m IfiJÜÎ 6644 1 M 1 1

3. Hôte 1e 2479 2189 2889 2448 2893
4. Othara 12 8 12 8 235

Total 11321 JlLZOZ 221112 20022 12222

1937 9068 2419 9381 3891 8330 15634
18 - - m - - -

7204 9323 7802 7137 4292 7499 44 36
294 647 329 1070 664 2017 1532

4038 11127 8770 11932 10640 11368 11)927

316 6316 1348 6319 4188 6511 15138

2308 2726 2246 2726 1784 6867 2841

4688 31408 10395 33477 19643 34022 2 9376
9783 10386 9101 7930 6698 7832 7332

- - au - - - -

124 187 134 129 48 - -

224 27« 189 227 16? 2023 876
12021 I Z 1 U 11222 — 12112 12112 UUl £U21

798 1102 799 •00 689 1368 ..629

12233 22893
au m m m

13010 23993 11122 nui 20438 11201 21M1

2324 3718 2896 4122 362R 8169 »554
199 6191 4912 6131 4344 6130 2494

12022 111221 69361 10974« 82600 212020 louai

Scurcai Oparationa af lapinde i Annual Raparta



iAfeij___m .

Loan» by Hal aval an Industrial Davalaoaant finance Hath ad tHlUM^,»». at tho-and of Hatch (WilAian H t)
" ' 110*3 ---IfT T “ m m v u m m L976 8 1' 1976 1 ~ 191’9________Industry ¡“I a T f l Mo. 1 ■ o.l 1 Mo 1 f Mo. 1 _ Mo. i 1 Me. n1 1 1 3 4 2 Z i f a__ __9___ 1 10__ 11 1  12 r  13 14 15

1. Food, Beverages. Tobaeeo 7*6 109 17*5 i n 22.3 102 27.2^ 105 27.6 106 27.2 115 33.6
2 » Textiles 1 Wearing Apparel 4i 34.1 75 39.7 76 49.2 70 50.9 60 46.4 61 36.1 61 3 6.3
3. Wood product» TT 30.0 114 25.9 123 31.4 101 21.6 91 25.0 73 21.2 69 20.1
4. Painting 1 Publishing u 4*0 •3 6.9 •4 7.1 62 7.5 30 6.1 58 5.6 74 6.1
3. Chemical L Chemical Praducta •1 22.5 92 30.6 90 29.6 71 26.3 62 27.8 73 29.5 88 24.1
6. Rubber Products 37 7.4 39 10.7 33 10.9 30 10.6 27 12.2 26 12.1 30 14.8
7. Non-mettalic Mineral Products 31 6.3 41 7.9 42 11.0 40 13.5 24 12.1 32 11.2 31 15,9 |
8. Basie Metal and Matal 77 23.6 54 25.6 70 23.6 96 25.2 92 29.3 59 14 .B 71 13.4
9. Machinery 1 Transport equipmenti IS 10.0 63 10.3 75 13.5 43 10.9 46 9.2 VO 22.5 72 20.0 '

10. Others 29 2.9 14 2.2 27 6.9 22 1.3 46 3.2 20 3.5 26 6.2
11. Total 621 150.6 716 150.3 735 205.5 637 202.0 603 200.9 578 186.2 63V 190.5
12. Non-«anu featuring 35 • •9 45 12.1 35 10.2 66 20.4 30 15.3 31 18.5 40 17.7
13. Crsnd Total 656 159.5 761 192.4 773 215.7 70S 222.4 633 219.2 609 204.7 677 20B.2
14. Approved during tha year - . - - 166 81.2 127 40.0 - - 171 50.4 252 122 2

Sauroet lank Kagara Malaysia. different iaauos.



lite!»-¿У
«■« l u m i  of Boeaetlc Securities in Waleriia

(JLflLUlttJO)
i Federal Government Securities 1 debenture/

troaa BeJse- Mat Cross Hai Publie Private Light i Special Preference Loan Stock
laaue ptlan laaue 1 aaue leaua iaaua place­

ment
iaaua 1 iaauaa

( Ti
aharee

~ I — 2 3 4 9 6 т .; i i 1 1C 11 Ì2
1967 4t0.0 50.5 423.5 22*6 22.6 22.2 0.4
1969 430.0 52.7 377.3 75.0 75.5 30.6 4.2 41.2
1970 395.0 6.9 305.1 76.3 76.3 14.5 17.1 42.6 - 145
1971 635.0 •7.7 547.3 45.0 45.0 6.5 5.5 30*0 -

1972 1045.0 260.6 704.4 55.9 55.9 21.0 6.7 25.2 - - 9.0
197 3 1153.0 242.9 910.1 77.7 23.4 5.3 46.0 - - - -

1974 950.0 229.5 720.3 05.6 32.0 4.1 49.5 ее - ea * 1
1915 1092.0 175.7 916.3 76.0 76*0 10.2 - 9.5 - - 4i*3
1976 1517.0 511.J 1306.0 51.5 51.5 - 10.0 22.0 10.7 - ae

1977 2050.0 254.1 1795.9 119.5 21.t 21.5 - 94.2 3.5 - -
197« 1933.0 504.0 1429.0 99.2 99.2 51.0 2.4 24.5 20.5 - -
1979 3150.0 643.0 2507.9 210.9 210.9 1.7 - • 143.4 65.5 - -

Bank Negara Malaysia, Я ereh/June Quarterly Economie Bulletin.



Stock ¿x ch an a a of Halavali? and Slnaaopxa and KuaJ.a i-uapux Stack _£хсЬвпал
Tabla XVI

• f o t i T "------ :■ ; n m ■ 1 >мв«*1м___ T i n a ™ " ’ D o l lare Hubbôr i Starllr.o 1мЫ Ü1J I Injuiirlala
Volúaа 
a m

yalua 
6 ana

Valiaia Valúa a1H0> Valúa Voluao Valúa Volume Valúa Voluao Valuol
i
Valúao Valual

_____ L
Voluaa I Valur

" “ ï--- !T “  ! 3 4 i 4 J I 1 * 10 11 U L Í - I 13 14 i 15 1 16
259.4 419.T NA NA 36.9 22.1 4.7 22.8 2.9 3.4 1.7 2.4 NA 214.2 369.0

:?69 566.8 1138.6 31.4 35.7 45.3 33.5 2.8 6.1 4.6 6.1 0.7 0.8 9.4 11.6 4 93.4 1044.8
19T0 545.6 746.7 19.0 17.6 18,4 11.6 2.2 6.2 4.6 6.8 0.6 1.1 4.6 4.6 405.4 699.2
197¿ 391.0 722,2 31.9 48.6 72.9 70.9 30.4 10.6 32.1 58.0 6.9 16.5 7.3 13.2 236.V 512.4
1975 617.4 1305.7 53.6 S5.0 69.8 73.3 21.0 34.2 24.9 32.9 10.2 19.4 8.5 13.6 429.2 1077.7
- 974 432.4 1010.8 15.C 15.1 21.7 2 3.4 5.6 11.6 36.6 49.1 3.9 10.6 11.8 15.3 337.8 885,7
1977 598.0 1047,5 0.6 0.5 30.1 40.3 19.5 57.7 47.7 71.6 3.7 14.26 30.1 43.8 4 70f3 819.4
' ч7 8 1107.2 2539.0 45.6 51.7 73.8 130.1 71.7 176.2 105.2 135.3 69.1 156.5 19.7 39.8 725.3 1747.4
97 9 637.8 1641.2 24.9 2 5 Л 27.2 50*5 32.3 136.4 81.2 252.3 50.1 113.3 16.1 45.0 406.4 1017 8

laak Negara Malaysia. March / Juna I960«



lnw»t«int Approval» Iw Induktiv within trut.i Coloaho tcaa— lc lealon 1978-79
Table _ XVII

51.
No. Category n u n «  9 ¿ L 8»ian. InmiiatnV ■!. !QERLinyi»t«n.t> ItiJDlnnvnyAi m I «a4m  * »iiiavauai m I rimivMiirfZ ü

№
iaala vnVflBtta

« W H W * -
1. Feed, I t v u a g M

and Tobacco
1 1 1 • 2 20 2 • 5 20 • * 54 351 54 №

*. • Tuxtilea, Wearing 
Apparal 1 Leather 
Producta

.11 ia 20 9 621 544 73 124 914 489 182 180 14,301 7,837 13,662 2,769

3. Wood and Wood 
Producta (includ­
ing u rni tur e )

- l - - - 1 - - - 1 - dB - 44 aa -

4. Papar 1 Paper 1 l • - a 3 - an 7 5 - 222 1S3 w

r rodi? et*
» inatricai., Patralauai».v... ii-i. Dar and 

- ¿»Stic Producta
7 2 3 • 47 24 22 * 75 43 37 • 9,481 1,061 74f mm

6. Nan-aatallio Mine­
rale Producta 
(except Petrolaua 
and Coa1.)

2 2 - 2 497 (1 mm 381 583 48 m 424 832 157 aa 655

7 . S i » i r  “ - t i l  Producta - - - - «e ae de - - OB - - - - aa dB

E f»biicntfo Matal 
Preaucu ana Trane- 
port aorlpaant

3 7 1 1 10 91 9 • 14 159 9 13 555 1,595 395 275
> • Producta, n.o.a. 7 5 4 ee 19 27 11 OB 25 50 30 - 848 1,971 489 -

T otn 1 52 37 29 12 1,202 771 122 522 1425 1041 243 619 24,495 13,169 15,542 3,719
Sourcei Greater Celeabo Ceonoale ZenBiaeion •  - (Re. Rn)



irti!__ m u
Inviata ant Approvili In Induetrv P u f  id« Sraater Cconaalc Cowililon 1976-1918

1__  Nuabar of U nita Foraion invaatoant TTFT TSST Invaa-! H E vita Fatout,Lai (No*
i m e . Li r r c A f i r ; -fi AC A£__ f r r &£_________H - j J A i____

______________________i i n  a ì m § • 1978 1 i5TT 197«I ìWM' i m i lj)7Ì 1978 r i m l i A 1979ÌH7B 1 1979L 1971»1 1979
1. Food, lavara«a *nd - 

Tobaeco
6 109 103 aa ST 68 67 77 99 103 - 292 31B2 1283

2. Textile*» Wearing 
Apparai and Laathar 7 
Produeto*

29 131R 991 20 261 346 145 31 688 454 504 1437 6749 20122 17646

3. Wood and Wood Produeto
(including F a m i  tura) - « 184 «8 • 195 15 — _ 200 21 •a a» 1535 a*

4. Papar and Papar 
Produeto - 3 • • • 3 ma • ao 12 462 ? 1 fi 8

5. O»oaiealet Potràloua,
Cealt Rubber and 11 
Plaotio Produeto

7 347 232 24 36 133 53 36 75 179 74 528 428 7092 2636

6. Non-aiatalip Minorai 
Produeto (except 1 
Patra’aua 1 Coal)

1 12« 121 9 4 16 19 21 12 21 45 78 116 2262 4281

T. Baaie Metal Produeto - - - m - - - - aa - - - * - -

B . Fabrleatod Metal Produeto 
Maehir.sry and Tranaport 
equipment 2 9 304 256 21 41 91 54 33 97 108 123 34 2 678 9120 4317

9. Manufactured produeto 
n»e*a» ■ « - 18 - 5 - 2 - 10 - 5 - 491 2B6

Total 21 il 231S 1103 74 387 849 355 121 171 1061 875 2385 9216 43313 32617

Soureoi Foraiyn Inviitaant Advlaery Coaaittee (FIAC) 
lnvaitaMt Adivacry Co m  it ta a (LI AC)



I i H i —

Yea* 1 Laana
I arantad

} Equity invoatnent in 
1 davalooaant Protect

I Capital Repayment racaivad 1 durine the oariad I Total Loana and 
1 _ aouitiaa

1964-63 4773 1300 2894 27497
1965-66 3729 200 3998 27d24
1966-67 3629 1000 2837 29612
1967-68 3042 - 3284 2937П
1968-69 11947 1100 4678 37339
1969-70 23926 1230 3426 98069
1970-71 16989 500 4941 71237
1971-72 6372 - 7140 70669
1972-73 3478 - 7779 66368
1973-74 11135 2300 11238 68675
1974-75 NA - - -
1975-76 - - - -
1976-77 m • •

Sourcat Annual Raperà of Cantra! Bank of Caylon (upto 1975)



XX

A.iitt inJ Llehllltloa of Industrial financt £fliflflxa*Afln flf, I h i U aad
(tUlUsB-ttihl)

llteJLt

H H T T T i r M B _ Lona-'tare Borrowing____________ !_________!___LftXfljron crencv
Lfitna 1 T Col.2 . COBNB-IBank fThir iDaban|Col7' Lol.il r 1 6evt. I Exiia ICol. ICol.lB ao

End to pri> ¡I?*- ee i lerclel of 6a v* Alt turesi to aa % of KFW ¡IBRD 1 ADB of Bank ¡14 to of Col.
of «ate Equi - ef IBenk iThai- lore- • Col. Col.4 Den- of 1 Col. 1 4

.fleeter 4» 1 Asee tol.4 lland leant 1 11 i 1 a ark 1 Japan 1 18 1
1966 131 2 153 15.62 m . 59 IS - 74 48.37 16 20 > • ee 36 23.53
1967 210 - 228 92.11 - - 84 15 - 79 43.42 36 21 - - - 57 25.00
1968 257 - 322 79.81 «e m 84 15 70 169 52.48 50 15 15 - - 80 24.84
1969 320 Nsq 400 80.00 - m 83 15 80 178 44.50 60 10 69 - - 139 34.75
1970 371 a 439 84.51 ea m 82 15 80 177 40.32 63 4 104 - - 171 38.95
1971 464 a 512 79.73 m 22 81 IS 80 198 84.02 66 1 160 ee m 227 39,00
1972 585 a 698 83.81 - 119 80 15 80 294 42.12 54 - 178 2 - 234 38.52
1973 601 a 769 78.15 - 154 78 15 80 327 42.52 48 ae 153 5 - 206 26.79
1974 913 a 1062 65.97 - 234 192 15 80 521 49.06 46 - 143 10 79 280 26.57
1975 1333 8 1478 90.19 - 297 187 15 80 579 39.17 63 150 104 19 225 571 38.63
1976 1633 27 1993 81.94 20 269 186 14 2 30 719 36.08 74 177 279 13 293 346 42.45
1977 1646 50 2047 80.41 17 188 182 13 230 630 30.28 87 167 277 22 323 870 42.5G
1978 1904 66 2477 76.87 14 102 178 12 150 456 18.41 88 234 359 25 406 1112 44.89

Sourest Annuel Report of Bank of Thailand. 197B end eerlier iasuee.



Tabi» xxi
Thalland - Coaaarcitl Bank Loana bv Purcau

~i----- t a t t iI 1970» of I ( Untali
i----- f à t t i1 19711 of 1 1_____‘ Totali

---- t a t t i19721 of 1 ____ tintali 1973 T aT T V1 of 1 1 Totali 1974 T aT T1 of iTatal
I------1 1975 
»

T À T T1 of 1 Total
I» 1976 
1

T aT T1 Of IlotaL
r ~1 1977 
|

T T T “*----1 of 1 Total
. 1 1 2 T I  1r r I T I £ 1 7 1 8 t r i 1Q _1 11 L 12 1 13 1 1‘ . t 15 I 16 1 17

1* Agricultura 637 2.25 743 2.34 771 2.15 991 1.23 1305 1.90 2824 3.41 4212 4.26 6341 5.16
2« Mining 406 427 1.35 419 1.17 468 0.91 542 0.79 608 0.73 1116 1.16 668 0.94
3» Hanwfactura 4352 15.41 5161 16.28 5687 15.87 6356 16.30 127»3 16.55 16479 19.88 17586 18.25 23646 19.92
4* Canatxuctian 1596 5.65 1771 5.58 2151 6*00 2600 5.08 3251 4.72 3823 4.61 4373 4.5 : 6004 4.69
5. Baal Eatafca 1717 6.08 162C 5.11 1648 5.16 2412 4.70 3276 4.76 33o4 4.08 3653 1» /9 3842 3.13
6. laport 6058 21.46 6007 la, 94 6258 17.46 9138 17.87 12304 \7.B8 12' . 7 15.05 13368 13.87 15585 12.69
7. Export 2794 9.90 3152 9.94 33Z3 9.27 4887 9.53 8012 11.64 10182 12.28 12529 18.00 63119 10.68
B. Wkala aala/Ratail Trada 6036 21.39 7229 22.60 6226 22.95 12215 23.62 13569 19.72 16175 19.51 20813 21.60 28130 22.91
9. Pablic Utility 324 1.15 4 74 1.49 J88 1.08 605 1.18 794 1*15 920 1.11 1306 1.36 2631 2.14
10.Ba»'<ina and oti>arPlnancial inati- 619 

intiona. 2.19 813 2.56 1606 4.46 2802 5.46 4744 6.89 5386 6.50 5847 6.07 7017 5.71
11« Sarvica 1527 5.41 1969 6.21 2074 5.79 2318 4.52 3079 4.47 3542 4.27 4067 4 22 5426 4.42
12.Paraonnal Con« aultationa 2155 7.63 2323 7.33 3086 6.61 4458 8.69 5153 7.49 704 ( 8.50 7300 7.86 10756 8.27
13.0thara 9 0.03 23 0.07 10 0.03 31 0.06 21 0.03 52 0.06 19 0.02 45 0.04
14« Total 28234 31710 38546 51291 60816 82899 96377 122810

Souroat Annual Baport by Bank * Thalland. 1971» and aarllax iaauac.



Spall Industry 6u«»nt»e Issued» Sxi Lsnks

S :  i  — ^  i  I M i W r t  m
1. Rice Hilling 2 51 202,000 6,327,045
2. Light Engineering Industries 15 101 379,065 3,705,997
3. Bricks and Other building 

aatexials 13 131 68,700 1,304,25C
4. Readymade garments, Batik, 

Handloon, carpets ate* 10 40 201,;5J 952,799
5. Rubber Baaed Products 3 9 163,920 145,567
6. Footwear and other leather 

products 2 7 16,500 216,150
7. Jaggery and Sugarcana based 

products 14 6 447,775 109,047
8. Furniture and other wood 

products 6 11 70r606 229,940
9. Fibre end Fibre baeed producte 3 14 102,245 352,465

10. Stationery and other paper 
products 3 12 52,689 413,358

11. Food and Bsvexages 1 B 7,000 282,850
12. Vegetable Oils 1 5 40,000 88,910
13. Paints, Polish, Varnish etc - 3 - 209,600
14. Spars parts for radios, bicycle> 5 13 133,180 816,792
15. Soap and other toilet requisitei 2 22 21,800 295,775
16. Handicrafts and toys - 16 - 184,830
17. Cigars end Betoi 1 5 8,000 32,500
18. Fiahing boats end inland 

fisheriea 1 2 16,200 11,000
19. Jewellery and geaa 2 4 12,110 56,850
20. Others 2 6 67,240 385,917

Total 86 506 2,010,410*1 16,122.642

(a) Inclusiva of 7 earketing leans anounting to Re, 104,256
(b) Inclusiva of 14 aarkating loans amounting ta Rs.167,862



labi» „■«III
S i M  t lcin AnallcaUon»»_ Approvala, Panini» and Withdrawala

(1964-76)
T ----- t — _______ Daniala '----- ' 1 ----------Fiscal 1 Applications ! Approvala 1 In adsquata 1 Othsx Withdxawala In procass 1Yasx ! _ __ 1 1 Collstaral J__r.aaaon____ __ L____ •1 Ha. 1 Aaount__1__No* 1 HO. 1 ìiBunt 1 Ma. > UBaj 1 Aaount ft Aaount 1----------

1964 121 26,039 12 2,439 32 8,600 28 8,008 8 2,170 41 4,946
1965 123 38,672 49 11,049 24 6,806 7 2,173 4 693 39 18,951
1966 131 44,926 70 15,667 6 1,950 8 2,620 9 3,100 38 1B,151
1967 191 55,498 86 22,023 54 11,883 8 2,300 8 2,339 35 11,328
1968 219 67,513 112 26,257 16 4,290 10 85 4 415 78 24,088
1969 219 71,411 119 31,656 28 7,858 13 3,988 7 3,164 52 16,095
1970 199 67,616 114 26,358 28 10,831 5 1,785 6 1,764 46 16,661
1971 14 9 53,289 67 16,554 20 6,776 7 3,014 10 3,220 45 14,568
1972 167 57,638 79 21,678 11 4,385 6 2,130 8 2,940 83 21,701
1975 165 65,149 58 16,229 13 4,830 15 5,800 31 10,833 48 21,723
1974 117 58,130 43 14,917 48 19,442 2 1,500 2 200 30 15,280
1975 115 82,655 72 28,675 21 11,530 - 6 4,400 46 26,265
1976 107 69,890 60 60,290 - - - - - - - -

Tetsl 2,023 758,726 941 293,792 301 101,185 109 36,403 103 35,238 581 209,757

Seuxeii SIFC



JjLfall. XXIV

Financing af Preeent Tatcl Capital by Si za of Eaploynent 
and Source of Finanoé

--- (Thousand Par Cant)
1 ■ ■ j j i i u f l m  v - \ m П Г П  1 T 1 Г—

b o u r e e  of Finance 1 Loea
1 than 10 1 10*19 1 20-49 ¡ 50-99 ¡100-199 ¡ 200 i over Total

i. ' ' i tr¿ - t el 54.223
(75.3)

119.174
(73.5)

200,544
(49.5)

152,547
(53.5)

55,554
(44.1)

55,375
(44.3) 635,371(41.5)

rri feti, ralativee 
• h a r e  aociatiaa

3,245
(4.5)

10,145
(4.3)

29,974
(10.4)

10,792
(3.9)

1,000
(0.5)

10,100
(5.3)

65,245
(6.3)

Money Lendera 4.020
(1.4)

4,453
(2.9)

745
(0.3)

7.100
(2.4)

200
(0.3)

- 10,745
(1*6)

•' Sources 9,245
(12.9)

14,545
(9.2)

30,721
(10.7)

17,502
(4.5)

1,200
(1.0)

10,140
(0.5)

53,996
(5.1)

l o n m c r c i a i  Banka 5,292
(11.4)

25,095
(17.3)

34.374
(19.4)

104,543
(35.1)

44,113
(52.9Î

34,015
(43.2)

315,755
(30.4)

Organised Sourcoo 5,292
(11.4)

25.095
(17.3)

54,374
(19.4)

104,543(35.1)
44,113
(52.9)

54,015
(43.2)

315,755
(30.4)

Totali 71,750
(100.0)

142,U 7  
(100.0)

257.941
(100.P,

275,332
(100.0)

121,199
(100.0)

119,353
(100.0)

1,035,122
(100.0)

Sourest All PA Research Project Veluee 1 • Mein Report*



Tnbl» **v
SIFO $ Loan AoBgovli Claaalflad bv Puroota 1964-1977

FT | Approval | Working Capitol Land Building Con- Hachinary 
F a u l m ant 1 Othoxo

1 Mo. 1 I * I * i Anount 1 <
1964 12 2,439 1,208 49.5 145 7.6 358 14.7 638 26.2 50 2.1
1965 49 11,049 4,289 38.0 370 3.4 1,914 17.3 4,261 30.6 315 1.9
1966 70 15,665 5,393 34.4 346 2.2 2,965 18.9 6,331 40.4 632 4.0
1967 06 22,021 5,136 23.3 1,444 6.6 5,175 23.4 9,271 42.1 995 4.5
1968 112 26,256 6,127 23.3 626 2.4 4,380 16.7 13,909 5?, .0 1,214 4.6
2 96? 119 31,656 3,666 17.9 \,999 6.3 9,540 30.1 13,093 41.4 1,345 4.3
i 970 114 26,357 3,742 14,2 807 3.1 9,175 34.8 11,117 42.4 1,561 5,7
l w 7 67 18,559 2,363 12.7 693 3.7 5,115 27.6 9,945 53.6 436 2.4
1972 79 21,678 3,223 14.9 1,079 5.0 7,381 34.1 0,912 41.1 1,083 5.0
1973 50 16,227 2,042 12.6 674 4.2 6,307 38.9 6,386 39.4 818 5.0
' ̂ 43 14,917 1,603 10. e 325 2.2 6,385 42.8 6,404 42.9 200 1.3] TTf 72 20,674 3,925 13.7 2,316 8.1 12,980 45.3 0,650 30.2 795 2.0
1976 60 2t,290 2,649 10 .1 2,332 8.9 0,605 12.7 12,204 46.7 420 1.6
1977 83 46,202 3,255 7.0 2,830 6.1 10.700 23.2 29,077 62.9 340 0.7



иш_ila
C a r r a n t  A « e o u n t l .  ■  c l a n e s  I n w h t l H  f l o u »

-------1— Г17В---- l U f r i — г ш — г т р г т Ш Г Т - Т Г Т Т 1ÎTT— 1 19 П
_______________ 1_____________ I i  l i l i -  I___ &____ L . J  1_____ ____L____ 1_______J_____ \_________

1*ПДШМ1>
1» Ciurmt Aaeeunte ! i l m i - - -
2. U n i t  l i « n t n  nt (Nat) - - -
Э. Lang tara cani ta. - - -
4. Other Capital nat - - -
9. Changea in Raaarvaa • - *

Di abu rad _ • •
Undlabaraed - - »

Intannlt
1. Currant Aaaounta Inianaa .210.0 -272.1 -224,4
2« Diraat iaweetaent that) •Э.0 129.4 207.4
1. Lang tara cap ita l 207.»? 227.7 292.1
4« Other cap ita l  nat 22.0 -4.0 241,0
le Changea in taearve -11 .T 1.0 -407.1

1Г*См*»*¥ 1912.» 4214.» 9126.6
2404.9 2272.1 4092.0

I t  fu irent Aceeunte lalanaa 1.0 -106.2 -247.6
I «  Direct Invaetaant !'.pt) 94.0 100.» 114.0
J. Lang tara cap ita l 12.0 140.4 204.2
4a Other capita l nat .10.0 -49.1 -22.9
1* Changea in Raaarvaa -24.0 -62.2 -4 t . »

f .  1^1 I h l l l t - J ln t
H l l w t l l l 99Л 64.2 102.0
Undiaburaad 29.0 S3f3

U L A u li  .  ,
1. Currant Account! l a i  anca -27.0 -22.6 -26v0

2a U r a a t  Invcataant (Mat) -0.2

*9•O1 0.4

Эa Lang Tara Capital 20.1 A7.4 46.2

4a Othaa Capital Mat 41.« -21.1 14.0

1. Changea in taeerva
la  laht tutatanding

-17.2 -10.4 -10.6

114.1Kaburead I24|0 ni
Undieburaad »14.7 294.4 422,1

ThailnaU
1, Current Accountc lalancc -29.0 -174.» -B7»0

2. t iren t Invcataant (Nat) 42.0 29.1 46.4

1. Long Tara Capital 47.0 41.1 67.»

4. Other Capital Nat 26.0 91.2 104.4

S. Changea in Raaarva 
1. labt Outstanding

62.0 2.0 -211.T

l i i b u r a i i 462 92» 422
Undlabur**d 222 240 ЭВ9

- 2 3 4 . » - 4 7 4 . » - 9 7 6 . 9 2 9 9 . 1 - 2 6 4 . 6

1 1 4 . 4 3 7 9 . 2 3 7 4 . 2 3 2 2 . 0 3 0 .0

•  2 1 . 1 4 . 0 - 1 0 . 7 9 . 6 - 4 1 . 7

- 1 0 . 4 - 1 9 . 0 6 . 4 - 1 . 4 - 1 3 . 6

3 2 . 0 6 1 . 4 1 6 2 . 0 2 9 3 . 4 2 9 0 . 4
1 . 4 2 1 . 2 1 0 1 . 7 1 6 2 . 4 1 9 4 , 4

- 4 7 9 . 7 3 9 7 . 7 - 1 1 0 6 . 3 - 9 0 9 . 6 - 4 4 . 7

1 5 . 1 - 4 9 . 2 4 7 4 . » 2 4 4 . 0 2 3 4 . 7

9 0 9 . 9 9 4 1 . 2 1 7 4 7 . 6 1 9 2 0 . 0 1 2 9 4 . 3

2 9 4 . 9 - 4 0 1 . 7 - 1 9 9 2 . 4 - 4 9 1 . 4 4 4 2 . 7

- 3 2 9 . 6 - 4 2 7 . » 6 9 7 . 2 - 9 0 2 . 9 - 1 ( 0 0 . 6

I U I . 1 9 1 4 9 . 9 1 1 6 1 9 . 0 1 4 4 3 4 . 6 l l v o i . 9
4 9 1 0 . 7 I 2 T T . 4 4 1 1 2 . 9 » 9 1 7 . 9 11» 0 6 , 7

9 0 4 . 9 - 4 6 2 . 5 - 4 4 4 . 4 4 4 7 . 7 î i l l . O

1 2 1 . 7 3 7 1 . 2 2 4 9 . 7 2 7 9 . 9 <177.5

7 T . 9 6 2 . 0 3 4 1 . 9 2 2 4 .4 15 2 .4

- 1 2 1 . 6 2 3 . 2 - 2 0 7 . 4 - 3 7 1 . 6 - 1 2 3 . 2

- 2 2 9 . 2 - 1 9 4 . 0 - 4 2 . 1 - 6 0 1 . 2 - 1 1 1 . 7

1 2 1 . 0 2 2 9 . 1 2 0 0 . 2 2 1 7 . 0 1139.9

7 2 . 0 6 4 . 1 1 2 2 . 6 1 4 3 . 2 Ü 0 5 .3

- 2 1 . 0 - 1 2 2 . 4 - 1 0 1 . 9 -  3 . 3 1 3 4 .6

0 . 9 1 1 » 0 . 2 - - 1 . 2

9 1 . 2 7 0 . 9 6 9 . 4 7 2 . 3 4 3 . 6

U* 4 S . 9 - 4 . 4 - 1 3 . 2

- 2 6 . 1 1 6 . 2 2 4 . 4 - 6 0 . 0 - 2 0 9 . 7

4 6 0 .1 6 6 2 . 2 1 0 0 2 . 2 1 1 1 0 .2 1 2 2 9 .6

4 6 4 . 6 9 9 7 . 2 9 9 6 . 0 3 0 2 . 3 7 6 7 . 0

- 4 4 . 9 - 6 6 . 4 - 4 0 9 . » - 4 4 1 . 0 - 1 0 9 9 . 1

7 7 . 9 1 6 6 . 6 6 6 . 2 7 9 . 7 1 0 6 . 2

2 . 4 1 9 9 . 6 1 6 6 . 6 2 3 4 , 4 3 3 6 . 2

1 6 4 . 0 1 7 2 . 2 2 9 4 . 7 2 0 9 , 5 4 6 3 . 2

- 2 1 9 . 4 - 4 7 5 . 0 5 2 .2 - 7 5 .5 - 1 0 . 9

721 1122 1273 1016 2243

4 4 ] 31 3 I l i 622 1 037



Coapoaltlon af Financial Inflow* ( I i l a t i r » l ,  M u l l U i t i n l  
O f f i c ia l  and Privât*

lâUa_2W J

] f w c i a ' T î f M _________________________________________________________________1___________
j B ila ta ta l Direct 1 Cawaarci ai

Country / 
Yattr

1 d u i t i -  !
J la taxa l  j Tatal Inwaat- j Barrrainoi.__________ Total 1 Total

1 ... «ent _ 1 Cxadlta 1
î 1 2 1------- 3 1 ----- 3--------- i  1 l  Ï -------- .... ! . .  — - J ______ î_

I m i i r i i i l i
1*70 - - - - - - -
1*71 ».4 4.0 15.4 - - - - -

1*71 1*».7 24.1 221.« 0.1 m -1 . » -1.5 -
1*71 107.« 11 ».» 427.7 2.4 0.1 11.1 14.«
1*74 14C.0 1*1.0 »22.0 2.2 -4 . « 10.0 7.4
1*75 745.» 105.4 1071.» - - - * . » -9 .1
1*7« 115.4 19».0 514.4 - 0.1 - 0.1

11*10-7«) 
F i n i n l i | t  e f (71.1) (21.5) ( » » , « ) (0 .2 ) ( -0 .2 ) (0.4) (0 .4 ) (100. IJ)

Tatal

1п<иц Ц *
1*73 4*1.1 14.2 509.1 4**4 » . « -15.1 20.2
1*71 12».« 45.0 574.« 117.1 19.« -10.0 124.7
1*7* 521.7 59.7 551.4 • 9 .» «1.7 174.* 71.1
1*71 55«. t 112.» «71.7 145,0 41.« 147.2 557.0
1*74 5*1.5 147.« 744.1 102.1 10.4 *3.4 105.»
1*75 <00.2 224.0 •24.2 12M.9 75.7 43«.2 1102.5
1 *74 7**.2 312.« 1111*5 745.5 301.7 545.9 1411.4

(1*70-7«) (41.1) ( » . « ) (12.7) (29.4) (0.57) (12.0) (47.1) (100.0)

7atal 1

45.4
_.w

1*70 24.1 20.* 44.4 17.» 4.2 t . i Г.'

1*71 42.7 l » . l «2.0 12.1 -12.4 -12 .» 7.0

1*7* 71.0 12.2 101.2 «4 . « 0.5 41.7 10«. 1

1*71 50.1 27.7 77.5 119.2 -1.4 7.2 144.1

1*74 «2.1 55.2 117.5 112.4 1.1 25.1 141.2

1*71 *7.1 « I . * 145.» 72.5 -3.2 •2.1 151.4

1*7« 7 « . * •1 .« 155.5 51.4 17.5 -7.9 41.1

(1*70-74) 
Percentage of (10.6) (21.»> (52.5) (36.7) (0.3 ) 0 0 .5 ) 147.5) (100,0)

Total

1*70 52.2 4.7 56.» s 0.1 2.7 2.1

1*71 42.1 71.5 55.« 0.2 0.9 2.7 3.5

1*72 51.1 11.0 «4.1 0.1 5.4 -7.1 -1.6

1*71 52.1 11.0 • 1.1 -0.2 -5.1 -12.4 17.*

1*74 93.8 24.7 111.5 6.« 5.5 7.3 19.9

1*75 1*7.2 54.2 251.4 -11.3 0.2 -30 .B -43.9

1*7« 111.2 40.0 151.2 0.2 -3.9 12.4 11.7

(1970-74)
Paxoantaga (81.4) (24.4) (106.2) ( .1 .5 ) (o.a) (1.4) ( - 6.1) (100.0)
of Total Contd•» «



Table xxvii (cont.)

1 1 2___________ 1 5_______ 6_________2_________ a a.
Thailand

1970 9 4 .3 32.1 126 .4 13 .7 1 0 .2 4 9 ,4 8 3 .3
1971 6 0 .4 1 7 .6 7 8 .0 7 .9 - 5 . 6 -1 9 .6 - 1 7 . 3

1972 27 .8 2 4 .5 5 2 .3 20 .7 - 3 . 1 - 2 4 .2 -  6 .6
1973 2 6 .2 32 .5 58 .7 1 9 .8 6 .9 121 .5 148 .2
1974 6 3 .6 4 3 .4 165 .7 4 4 .1 - 3 . 9 - 6 . 2 34 .0
1975 7 3 .8 85 .7 159 .5 18 .6 0 .1 11 .7 30 .4
1976 140.1 90 .8 2 3 0 .9 1 6 ,4 - 8 . 4 - 3 5 .8 27 .8

(1 9 7 0 -7 6 )
P e rc e n ta g e (4 6 .5 ) (3 1 . 1 ) ( 7 7 . 6 ) (1 3 . 6 ) ( - 0 . 4 ) ( 9 . 2 ) ( 2 2 . 4 )
o f  * o t a l

Source* Aslan Development Bank, Key Indicators of developing Member Countries of ADB, 
Vol, IX, No.l, April, 19T8,
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