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FCREWORD

Preparerd by UNIDO Secretariat's Regiomal 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
hetween financial intermediation and industrial development.

Subsequent sections make a brief presentation of the surveys.

Financial systems and industrial development

Development economists usuzlly discuss the subject of finance in
terms of saving of adequate amounts of real resources to achieve
givea targets for capital formatien. In development planning, for
instance, it is common to estimate the resource requirements of a
dezired 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
consumgtion. 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 the provision of purchasing power that 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.

1/

It is only in the seventies” that the intermediation
procedure vher2by 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
tinance 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 winereby part of
these resources are channelied to investmer.t.

One could consider that in performing its intermediation
function the financial system influences the amount of finan:e 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 expanaing 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 thz publication of two books drew the attention of
development economists to questions which previously had been
discussed almost exclusively among finance specialista. See
McKinnon, R.I., Money and Capital in Eco-omic 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 indu¢try. This
"maturity tranformation" seeks to reconcile the short-term
preference of the lenders to the long-term preference of the
borrovers 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 altermative
uses. Industrial investment is orly 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
saviags going to long-term industrial finance.™ This fact
gsuggests that .here is considerable room for increasing the finance
made available to industry by imposing appropriate orientatious to
the financial system.

While acting on the financial system, which is only a set of
intemediation 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
proceas 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, 198l1. The book documents
the differences among the Pederal Republic of Germany, France,
Japan, the United Kingdom and the United States of America.




Furthemore, it may be noted that efficiert financial systems
are needed not only to fully mobilize dom:stic rescurces but also to
attract as much foreign resources as possible by identifying the
best investment opportunities the country can offer 2nd 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: 1India - to which a complete sui7zey 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 tinancing and discuss
the influence of the existing patterns, as well as gaps and
deficiencies in the availability and zhannelling 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 rarkets are touched.

The central cheme of the surveys is financial intermediation
beiween lender and borrower.

The surveys examine the three main aspects of intermediation
sentioned in the preceding section - collection, transforwation,
allocation -~ and addrees the following questions: Does the
financial system make the contribution it is capable of making? If
80, vhat should be done to keep the system in good condition as

developing countries under_o the profound structural changes that




lie ahead of them? . f not, how can it be brought intce working
order? It must be admitted that these ques:ions have not heen fully
answered. The resources assigned to the task have been designed to
provide background surveys, not specific solutions. 1t is felt,
however, that the diversity of experiernces 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. e
survey of India, for instance, offers a detziled financial anclysis
based on mcre than 2,000 bala.~e sheets of companies in the
ganuficturing sector. The enalysis 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 1s heavily depend.nt
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 selacted
groups of enterprises in a number of countries of the region. The
survey of Bang.adesh., Indonesia, Malaysia, Sri Lank1 and Thailand
stresses the role of policies, such as tax incentives and
accelerated deprecialion, designed to gernerate resources withirn the
industrial sector itself in the context of insufficient suoply on
the part of the financial systam.

Underlying the particular insights is a common canvas to which

the substance, if not the format, of all the four survey. 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
tackground factors on instituiions and instruments - in relatiom to
the major fuuciions 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 institutiony

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 attentior 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 con?itions are fulfilled, a relative diminution of

ccins and currency occurs and the commercial banking sector, broadly

defined to include interest-bearing deposits of all kinds and
possibly intermediate-term bonds sold to final savers, tends to gain
importance in the organized capital marketls. [f 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 cf demand and time deposits in
commercial banks is supplemented by the emergence of pension funds,
insurance companies, etc.

Tue 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 ircentives, the means
and the skills to deal with long~term credits or because they are
prevented from doing so by law or custom.

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

long~term credit and investment.

Financial instruments

The papers on India awd 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 countriegs of the region in terms of the
importance of internally generated funds - reinvested profits plus
capital utilization allowances« - gnd funds provided.by outside
savers - debt and equity. ‘this pattern is then compared to existing

patterns in more developed co''atries an’ is found to be similar as
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far as the proportion cf financing vy banks is concerned. An
attempt is also made to weigh short-term vis-a-vis long-term credit
financing. Heres Latin America tend: 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 hut analyzes more in detail various
: .nancial instruments usei to finance industry. This analysis leads
the author to suggest possible improvements.

Sophisticated variants of term lrens ~onvertible into equity are
proposed for consideratior. The idez 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,
n-tably, suggested fo 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 programmes.

Compeny deposits are funds obtained from directors or

shareholders or mployees of the company and also from other




companies and individuals in the 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 2 distinction between manufacturing

enterprises and the other companies subject to these curbs.

Background factors

A common feature of the four surveys is the importance ; ‘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 Ly the
surveys but ‘e of them is given particular attention. It is the
policy (heaceforth called "financial repression') identified as a
policy of low interest rates leading to allocationnal inefficiency,
decline in domestic saving, market sagmentation and
disintermediation.

The Latin American paper concentrates on the ncially
repressive context that emerged in the aftermath o. 1973 when
current inflationary pressures tended to increase considerably.
Inflation was fought by imposing maximum interest rates and
controlling the purposes of financial loans. Bu: in real terms the
interest rates 'acame 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 foi which credit

was obtained were not necessarily those bringing high social benefit
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but those which by tcadition, age, size, social and political
“connections", etc. came within the "guidelines'" for credit
rationing. To make progress, projects outside these guidelines
naturally bad tc be based on self-financing or on access to
non~institutionalized 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

apportioament of resources and a lowir rate of economic growth.

The functions 5f the financial system

Cellection

The studies reveal that in virtually all‘;hé countries surveyed
there is room to mobilize more financial savings than what is
actually done. Admirtedly, in poor countries little can be done in
the zhort term to enhance the total saving effort. However, a
lerger 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 realiced 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

Malaysia, 32 per cent in Thailand.




Second, the financial assets held in the countries surveyed are

generally of a type which is not suitablz for subsequent long-term
lending. It appears that these sssets tend to be in the form of
currency or sight deposits, or in deposits with the post office or
entrusted to insurance companies. But woney and quasi-money are not
suitable for long-term credit, postal savings are offset by
post-office holding of govermment and foreign securities, while
insurance companies tend to acquire real estate or existing
financial assets rather than to support new productive ac’ivities.

Time deposits, which in industrialized countries are the wmein
contribution of households to the pool of iaveatidle resources, are
negligible in most developing countries. In any case their wmaturity
is not much lcnger 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
weasures 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 (typiczal ratios would be 0.25 for African countiies
againet 0.60 Lor industrialized countries). Thus, accelerating
monetization in Africa would have the side~effect of increasing the
source of funds suitable for financing industry. Another set of

indirect measures relate to maintaining monetary stability. Money




denominated assets are eroded when the general level of rricess is

rising. Once serious inflation emerges savings tend to J-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 woul:c
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. 1In 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
terms. 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 Ly 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 instirutions of developed




countries). Sometimes long—term borrowing f-nm foreign private

sources 13 also possible.

A common tachnique for giving the specialized credit agencies
some independence in resource availability is to assign them
rediscount facill ties with the Central Bank or with ad hoc trust
funds. The Spanish system of requiring banks to include bonds of
other development institutions in their required reserves is

mentioned as 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
commercial banks seeking funds for onward lending to their clients,
Central Banks can influence maturi:iy 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,

Commercial banking legislation overemphasizing liquidity
requirements have been found to inhibit long-term assets. A

re-examination of this legislation and .he introduction of




German—Japanese concepts, more oriented towards venture capital, a-2
recommended.

Similarly, insurance institutions could commit a larger sharc of
their resources to long-tera investment if they were released from
"liquidity requirements" that make them captive markets for
government deficit financing.

Even if legislation is not a hinderan:e 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 imbalanc: between the spans of deposits and loams.

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 index-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
deposity 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 trom 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-term
industrial credit while in the case of the United Kingdom the same
ratio is only about 20 per cent.l/ The difference, it i. 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 creuit 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 witn 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 pattein of interest rates offered should be shaped
so that time deposits wculd be inflation-proof and more rewarding in

real terms than short-time deposits. [Laws and customs hiased

l/ See Carringtun, J.C., uand Kdwiris, G.1., op. cit., P.1A3J.




against long-term loans should he removed. Finally the financial

institutions, particularly the banks. should be encouraged to
arnv: te - iugtry with te-m finance.

't 15 lear that a programme s decidedly oriented towards
industrialization supnoses that demand for industrial funds will
increase correspondingly with supply. This cannot be tak~2n for
granted. Underdevelopment means that a number of adverse factors
are affecting the level of real investment that an economy could
absorh, particularly in the industrial field. Some of these factors
can be neutrilized by cheaper and less scarce finance, but not all
af them. Tinance is nceded to pu! * gether the men, machines and
other inpits needed to implement 2 prnject. But this presupposes
that an attractive project exists and that access to markets and
real factors of production is not censtrained by non-financial
rigidities. It would be only in a very outstretched sense that
quaiified manpower, market entry, efficient administration, to
mention only a few examples, could be considered as constrained by
financial 3carcity.

The question of the demand for industrial funds would not matter
3o much if there was not a trade-off between welfare (for instance
more housing for the poor) and growth as well as hetween sectors of
activity (for instance agricultufe or en- gy versus industry). 1In
non-oil developing countries redeploying funds to industry is likely
to crowd-out other uges. 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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INTRODUCTION

The material for the study was mostly collected from the different
libraries in Delhi and Bombay apart from the ccncerned BEmbassy/High Commission
offices. Also, a questionnaire was addressed to the Central and Development
banks of tie ccuntries covered here. Friends working in these institutions
were extremely helpful and they had most generously sent us all relevant
literature, T am gratefu! to them for the same. As the programme for the
study did not envisage fizld visits, information available in the individual
countries had to be missed out. All the same, we have tried to capture the
information/atmosphere of the respective countries as faithfully as possible,

The study being something in the nature of a research effort, we have not
secured the permission of diff:rent persons/authorities whom we have quoted.

I am grateful to Mr, V. Sri Re'i, till recently, Senior Economist in the
Zconomic and Scientific Research Foundation, New Delhi, and presently Depuiy
Chief (Tndustry Division), Federation of Indian Chambers of Commerce and
Industry, New Delhi, for painstakingly collecting all the required information
and preparing the first draft of the report. [n this he was assiated by

rs, Santoch Bansal.




CHAPTER I

INVESTMENT AND SAVINGS IN RELATION
TO GROSS DONESTIC PRUDUCT

Introduction

The preseat study examines the financing of manufacturing

: establishments in Bangladesh, Indonesia, Malzsysia, Sri Lanka and
Thailand. It is set in the context of investment and savings on one
har4, and policy measures undertaken to promote saviags and directing
the same into desired forms of investment, on the other. Besides
dealing vith the position auring 1970s, the emerging trends are brought
out. The countries are so selected that they cover a broad spectrux.
in terms of characteristics like resource endowment, infrastructure,
institutional arrangements, openness or otherwvise to foreign inve t-

nent and so on. }

Trends in Savings

Savings figures for the countries under survey are taken from
World Tables, vhile gross fixed capital formation/domestic investment

data are drawvn from U.N. publications. Investment figures given in

World Tables differ from the U.N. data. To make invesiment - 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 rigure is as low as - 5.3 per cent in 1976.

Indonesia - over the same period, witnessed a fourfold increase in
this ratio from 4.6 to 18.4 per cent. The increase wvas particularly large

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




countries and set back to e.portt in 1975 brought abcat a fall in

incomes and savings.

Malaysia ~ started at a high level (27.8 per cent in 1969)
comparadle to the sa' ings levels achieved by developed market economy
countries and meintained thi: position to the end (29-28 per cent).
Bowvever, savings fluctuated in brtween owingz to unsteady exports,

incomes, etc.

Sri Lanka - also experienced acuta fluctustions from year to year,
the decrease being particularly pointed around 19T4/1975. Recent

evidence _uggests that she is pcised for a breakthrough.

Thailand - achieved & 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, 1960s and 1970s

The GNP growth rate has fallen from 1950's to 1970's in Bangladesh.
Her savings level vhich has been in the lowea. )jracket, experienced a
further decline of 1.4 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 1960s. As
agsinst a slight decline in 19608 savings grew markedly by 1.3 per cent
per year in the 1970-76 period. Sri Lanka's growth rate has fallen and
as against 0.6 per cent per year increase in 19608 savings ratio declined
by 0.5 per cent. Thailand wvitness 1 a reduced rate of GNP growth and

equally her savings ratio which increased at 0.7 per cent in the 19608




car.e dovn to 0.1 per cent level in the 1970-76 period.

Savings-Investment Relationship

+with negative/lov savings, whatever investment took place in
Bangladesh had to be supported by aid infiows to the extent of 3-1k
vercentage points. Tndonesia had investment-savings imbalance in a
big way to start with, of 3 to 7 percentage points, but towards the
end, there was a proper matching between domestic savings and invest-
ment. Cn the other hand, Malaysia's experiencs 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 1962, Inveet-
ment was ahe: of savings only in those years, vhen owing to one reason
or other, savings flagged. Sri Lanka wvorked out proper investment -
savings balance only in such years vhen investment slackened; othervise
even the lov levels of domestic investment had to be sustained by inflows
frou outside except for the last year vhen there was a reverse flov.
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 zavings to break the
vicious cirele of lov investment, low income and so on. Even vhere there
is large induction of foreisn resources, dcmestic efforts are needed to
supplerent outsid: investment. The prevalence of high rates of interests
in the unorganized seztor of developing countries ranging from 24 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 societiea etc., the




differenticl between rates of interest in the organized and the un-

organizad sectors gets reduced. Y There has to be & tvo pronged effort

by financial intermediaries (a) by spreading out gsographically and

(b) opening newv lines of credit to those asking for assistance. What

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

commodities, gold, etc. Op this depends the volume of savings as a o0 .
the volume of investment finsnce, vhether it is directly invested in

shares/debentures or routed through financial intermediaries like banks,

investaent companies, insuran:e companies, etc. For investment to

gather mocmentum and proceed on desired lines, special finencial institutions

like development banks, institutions oriented to small industry, ethnic

groups, etc. may have to be forged.

Non-Financial Assets, Financial Assets snd Overall Savings

The high proportion of tangible assets in total savings is a

significant point to bde noted as brought out by a special study.g/

It

shovs that in late 1960s between 67 and 85 per cent of savirgs in Bangladesh,
81 and 95 per cent of savings in Malaysia and 61 apd 85 per cent of savings )
in Thailand were locked up in tangible assets. The situation in the other two
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

l/ Anand G. Chandravarkar, "Interest Rate Policies in Developing Countries,
Pinance and Development”, Vol.7, No. 1, Marcn 1970;

Also, U. Tun Wai, "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 betwveen
24 and 36 per cent.

2/ 8ee 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.

| | |




Malaysia and 67.2 per cent of savings between 196k an’ 1972 in Thailamd,
vere for self use, hightens the need for expanding the role of fimanciasl
intermediariss to help mobilize savings. As things stood, savings through
financial assets were just 2.5 psr cent of income in Bamgladesh against
6.4 per cent overall saviugs, 6.0 per ceat of income in Malaysia agaiast
13.2 per cent oversall cavings, 5.1 per cemt of income of Sri Lanka amd

4.4 per cent of income in Thailand against 13.3 per ceat overall savings.
Bangladesh and Sri lanka did not register increese in savings, Indonesia,
howvever, vitnessed a big jump, aad Malaysia more definitely and Thailsaa,
less dcefinitely so, ard these three countries maintained high levels of

savings over the period under survey.

*iithin financial assets, for the period for which detailed dats eare
available, corporate securities were either ~egligible or non ezisteat
except for Malaysia. Insurance and other comtractual obligatioms were
fairly significant in Malaysia dDut sot that iasortamt in Theiland, Sri
Lanka and Bangladesh. While contractual end compulsory saviangs formed
26.7 per cent of total savings in Malaysis between 1965 snd 1967 their
proportions was 7.7 per cent iz Mengladesh betweea 1965 and 1970 and

7.5 per cent in Tiailand betweem 196k and 1970.

For the 1970s, data are scanty and not readily awailable, but, from
such information as is there, it would sesm tkat corporate securities
taken as & vhole (imeluding those acquired by finmancial intermediaries)
formed 1.3 per cent of total savings in Malaysia (Tables 1 to 5 in
Appendix to Chapter I). Insursnce and provident fundz were 1.6 per cent
and 6.3 per ceut of total savings in Malaysia respectively: provident

fimds were 5.2 of total savings in Sri Lanka and insurance funds vere




Still, after the steps taken to widen 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 par cent in
Indocesia, 40.6 per cent 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 large: incomes. There is also need for closing speculative
investment channels that drain sway presently avnilable savings. How, in
the absence of s properly develcped financial infrastructure, supply-demand
interrelationship for finance gets distorted will be taken up in the

1.7 per cent of total savings in Thailand. Other deposits like Tabanas 3/ ]
and Taskas in Indonesia, small deposits with the National Savings Bank

in Malaysia, Premium chingt Certificates and Agriculture Co-operative

Deposits in Thailand have not come to occupy anything like a significant ’
position as could be seen from the above. Mostly, it is currercy, demand .

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

subsequent Chapters.

Bank of Indonesia, Annual Reports, 197h and 1979 Savi . wedis
devised by Indonesia's government and monetary authsc. s “ank
of Indonesia in 1971 to encourage small savings.




CHAPTER TT1
INVESTMENT IN MANUFACTURING SECTOR AND (TS FINAHCING

Relative Shares of Public and Private Sectors in Investment

Data showing aggzregate investment betveen public and private
sectors are available only for Malaysia, Sri Lanka and Thailand. It may
be kept in mind that most investnent in the organized sector in Bangladesh
would de in the public sector. Public sector will not be equally decisive
in Indonesia but it had made its presence felt in develooment of infra-

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

Malaysia - the public sector's share in gross fixed formation vas
30.0 per cent in 1971 but hovered between 38 and 42 in recent years
(Tadle I). The relatively large share of public sector and its impressivs
increase is attridutable to invetiment in infrastructural facilities and

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

Sri Lanka - the public sectcr'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 vhile 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 nut be considered here.

Thailand - information is available up to 1975 from one source and
from & different source from 1975 (the difference is marginal in the common

year). Compared to 1970, public sector's sbare in capital formation




declined in 197k bvt picked up tc reach the earlier level. Inv:stment
in public sector was oriented to creation of infrastructure and petroleum,

3ines of activity vhere private enterprise was not forthcoming.

Industry's Share in Investment

Bangladesh - Qazi Kholiquzzaman Ahmed has pointed out, that in the
background of unsettled conditions, no definite information is available
for Bangladesh on investment in different industries or industry as a
whole. In line with the earlier mentioned estimate it has been showm
by Mugaffear Ahmed, that public sector, consisting of LOO enterprises

l/ That means

commanded 85 per cent of the country's industrial capital.
most of the investment earmarked for industry must have been in the
public sector. The 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 Revort, of a total public investment of TK 1,630 million,
TX 30k millfon vas earmarked for industry. 2/ During 1978-79, TX 2,180
million with TK 930 million foreign exchange wes sanctioned for TL9 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 3 states that as against the provisi-n of

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

Musaffar Ahmed, “inancing of Public Sector Enterprises from "Industrial
Pinance in Bangladesh, Ed. A.E.M. Habibur Rahman.

Annual Report, Bangladesh Bank, 1978-T9.
Annual Report, Bangladesh Bank, 1977-78.

KRR K
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vere TK 810 million but rose sharply to TX 2,110 million during 1977-78.
Similarly, as against TK 47.9 million foreign investment sanctioned during
1976-T7, sanction during 1977-78 wvas TK 161.6 million. Foreign investment
proposals for TK 260 million were under consideration during 1978-79. It
could be that the earlier report of the State commanding 85 per cent or
thereabouts of total industrial capital no longer holds, with the State
having disinvested its share as proposed. Whatever it is, the private/
public sector balance was getting changed. The data cited here do not
still add to much because the rigures refer to government sanctions made
and not to inveatments realized finally. Small scale/cottage sectors

vere disbursed loans amounting to TK 37.0 million and self-employed

category loans amounted to TK 16.3 million. L7

Indonesia - manufacturing establishments in Indonesia, classified as
per ISI classification, were responsible for 3.1 per cent of the domestic
investment in 1970, 7.0 per cent of the investment in 1973 and 6.0 per
cent of the inve:‘ment 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 with 10 or more workers not using power
or with five or more work?rs using power were .onsidered, for 1975 and 976
coverage under manufacturing establishments was different, establishments
with 20 or more workers engaged having been taken. Investment in petroleum
refineries etc. was not considered, though it must have been the single
largest item. Both private and public sector owned establishments are
presumably covered. It is to de qualified, that, while fixed capital

formation data are taken for manufacturing establishme.+s, for the country

4/ Annual Report, Bangladesh Bank, 1978-79.
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as a vhole fixed capital and stocks figures are combined. Approval/
implementation figures for foreign investment projects under manufacturiug
and yining are given separately ia Tables III and IV and approvals for
dcmestic 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 Teble II vhich weans that they had not enventusated
in<o investment. Implementation of foreign investments projects has to

be aided to this.

Malayria - gross fixed capital formation by manufacturing establish-
ments in Peninsular Malaysis and Sabah are given irdustry-vise in
Tables VII and VIII, as per ISI classification, and they formed 8.7 and
16.4 per cent of aggregate fixed capital formation in 1971 and 1974
respectively (data are not available for Sarawak). If the position is
looked at from the point of riew of capital formation by use or Zorm,
machinery and other equipment and non-resid ntial tuildings have a large
-hare, .ue 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 wvholly in the

fie.d of manufacturing (Table IX).

Sri Lanka - private sector's investment including non-manufacturing
investment in Sri Lanka was between 50 and 65 per cent, 55.9 per cent in
1970, 64.1 per cent in 1973 and 52.2 per cent in 1977 but came down to
39.8 per cent in 1978 (Tadle X). This is partly because of the sudden
upsurge in the share of public corporations, wvhile this category of
institutions in Sri Lanka is mostly investment oriented, some are concerned
vith trading also. Similarly, 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 investment in manufacturing specifically as

in the case of Indonesia or Malgysia. Investment in plant and machinery
and other capital goods in the private sector and public corporations

vas as large as Rs. 2,148 million in 1978 (39.5 per cent of fixed car :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 iacluding
government and public enterprises, public corporations and private sector,
investment in machinery ranged between 17.8 per cent (Rs. 530 million in
1974) and 26.1 per cent (Rs. 1,169 million in 1976) of aggregate capital
formation (Table IX). These give some idea of the magnitude of investment
in manufacturing. Non-residential buildings have been combined with

residential buildings (Table IX).

Thailand - investment data for manufacturing establishments are not
separately svailable. The share of machinery and other equipment in total
fixed capital formation was 30.2 per cent in 1965 and 43.2 per cent in
197k. HNon-residential buildings' share ranged from 12 tc 20 per cent
(Tadle IX). As stated earlier, these figures are for the economy as a
vhole but it should also be remembered that government/public sector
investment is relatively less significant in Thailand. In the absence
of continuous informstion, the evidence that there were 342 applications
in all, for a total investment of Bt. 10.9 billion in 1978, of which
202 spplications involving Bt. 4.5 billion were sanctioned and that
5k applications involving Bt. 0.6 billion materlized may be kept in viev.zj
Corresponding figures for 1979 are Bt. 14.6 billiomn (338 applications),

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

5/ Board of Investment Data.




The 1977 direct foreign investment vas Bt. 1.2 bdbillion. The earlier set

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

credits, etc. vhich go to swell the sources side of capital formationm.

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

vhereas manufacturing establishments covered earlier may be partunerships

or family unics.

Years Retained Gross TK millions earmarked
earnings profits for depreciation
1969-1970 43 10 17
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 éj has mentioned that during

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

wvas that 24 per cent of the total investment was promoters’ contribution,

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

wvas brought in as short/long-term loans.

tion vas as lov as 10 per cent in some units. In any event, local owner-

ship was lower in jate as compared to textiles, the other major industry.

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

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

6/ Ibid, Qazi Kroliquzzaman Ahmed, The Bangladesh Department Studies,

Autumn 1978.

The local entrepreneurs’ contribu-
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the period 1965 to 1970 was that retained earnings wvere negative in
three years. As mentioned earlier, abandcomed units by Pakistan

citizens as wvell as locally owned units wvere taken over by the State

in 1972. That provision for depreciation vas not being made and used
properly, vas pointed out by Muzaffar Ahmed. 1/ As is wvell knowm,
depreciation and retsined 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

M. Raihan Sharif. 8/ For 10 puablic sector corporations with an estimated
profit of TK 196 million as an investment of TK 10,000 million vere as

low as 1.96 per cent. Hov much could have been retained out of this can

well de imagined.

A perusal of Bangladesh Bank's Reports reveals disinvestment by
government in public sector undertakings. Even then, there was great
pressure for funds. The liquidity gap, which was a peculiar financial
problem arising out of the inherited capital structure of companies, vas
TK 870 million around 1973/74 for jute manufacturing companies alone.

It wvas 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 with emphasis on smaller units

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

I/ Tvid Muzaffar Ahmad, Industrial Finance in Bangladesh, ed. A.H.M.
Habidbur Ra man.

8/ 1Ivid, M. Raihan Sharif, Industrial Enterprises, 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 1980, wvere TK LOO million under
local currency and TX 307 million under foreign currency (Table XI).
Corresponding figures for private sector are TK 28 million and TK 93
million reapectively. The gap between loans sanctioned and loans
disbursed is particularly striking for the private sector while data
are notc complete for the public sector. Perhaps for the reasons of
taking over earlier business loans, outstanding smounts 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
agein, the gap betvegn loans sanctioned and disbursed is wide for the
private sector (Table XII). The amount of loans disbursed to private
sector is lasrger in value than those given to public sector, TK 270
million against TK 160 million. Outstanding loans are, once again, more
thun the cumulative totals. Overdues were presumsbly kept separate from
outstanding loans at least in one year. Of TK 2,1C1 million given as
loan between 1977 and 1980 by Bangladesh Shilpa Bank, 81 per cent was
given to nev projects and 19 per cent for balancing equipment. It vas
observed at a point that of TX 2,619 million given as loans by banks,
TK 2187 million went to public sector and 8L per cent of bank credit to
panufacturing sector wert to two industries, jute and textiles. The
difficult budgetary resources position including foreign resourcee
availability rendered the financing of industry difficult. Liquidity
gap as vell as foreign resource gap brought down capacity utilization to
low levels. What proportion the long term and short term lo~ns formed of

the external resources or compenies is not known. But larger overdues
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mentioned esrlier 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 341 billion im 1973
but hovered betveen 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 40O billion and Rp 531 billion. Foreign investment in manufacturing
units totalled US$ 35.6 million betveen 1967 and 1969, inereased
progressively to US$ 392 million in 1975 but came down to US$ 186 million
by 1977. The trend vas reversed in 1978. There are no specific data on

the financing of capital formation for Indonesis.

First, abcut internal resources. 24 Accelerated dopréciation rates
of 10 per cent on building and 25 per cent on investment (infrastructure
and plant and machinery) heve Yeen provided for. Compsnies having tax
holiday facility could avail of accelerated depreciation provision for
four years after the expiry of the tax holiday. There wvas a move to
restrict incentives and tax holiday benmefits after the 197k upheaval.
Though certain changes were irmediately introduced, in the last two to three
years, the network of benefits has aga.n been widened to include mining
companies, units outside Java, units registering on stock exchange and
so on. 10/ Corporate tax and dividend tax benefits extend from 2 to
6 years, vith 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 vhich the unit is set up. From

9/ Investing, licensing and trading coni.it’ons abroad, Business International
Inc., Hammarskjoeld Centre, Plaza, New -ork, Hand-out by Indonesian Emdassy
and Poreign Investment in Indonesia Tocay, Its Lagislation and Policies
(Hand-out by Indonesian Government). Asian Finar:e and FPar Eastern
Zconomist Review different issues.

10/ Handout by Indonesian Embassy.
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a ninimm of iwo years, one year is added for each of ihe additional plu#
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 yesrs.ll/ Similar treatment is accorded to expansion
programmes. During tax holiday period, capital geins are subf.ct to

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

the Sukarno regime wvere accorded all these facilities. Such firms ss

are 3ot covered by tax holiday are eligible to investment allowvance of

a certain magnitude in sddition 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 45 par
cent for 20 years th;retfter. There is additionally exemption from
wvithholding tax for mining compenies that are domiciled. Interest and
dividends are also exempted from corporate tax. While in normal circumstancez,
deprreciation has to be spresd over a certain period on the straight line
method, accelerated depreciation can cover total expenditure in four years.lz/
Besides, depreciation can de adjusted on the basis of upward revision of
value of assets taking cost escalation in viev in the case of companies
that keer their accounts in Indonesian Fupiahs. To cite an example against
depreciation provision of 5§ million Rupiahs normally possible or allowable,
it could go up to as much as 7,167 million Rupiahs after the permisaibdle
upward revision of the value of assets. 13/ It vould be an under-ststement
to say that all these would have had a highly favourasble influence on the

quantum of internal raesourres of the corporate/manufacturing sector.

11/ Poreign Investment in Indonesia, Today: Its Legislation and Policies.
12/ 1id, Investing, licensing and Trading Conditions Abroad, Indonesia.
13/ 1Ibid, Investing, Licensing and Trading Conditions Abroad, Indonesia.
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Similarly, the relatively lov income tax rates would have created
a climate for savings, though, like in most developing countries, equity
investment base is highly localized though the Capital Market Executive
Board (BAPEPAM) was empowered to determine vhich companies are eligible
to sell shares etc. and PT Danreksa (funded by Government) was formed to
help the transfer of share to local investors as and vhen they round the
shares attractive. At the hishest level personal tax rate was 50 per cent
on taxable income of Rp.18 million. With liberal allowances, the effective
tax rate is far less. Equity investment which is normally an important
component of external resources of the corporate sector was not coming forth
particularly from local investors inspite of generally high profitability
ratios. Survey of current busiress éﬁ/ places the rete of return of U.S.
companies engaged in manufacturing at 35.8 per cent, vhich are the highest

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

the lideral 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 vorking out cheaper than medium/long term/short term loans. The 'swap
facility and 'debt investment conversion scheme' were 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
vere 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

~redit. 15/ This had created a serious liquidity problem for foreign companies.

14/ U.S. Department of Commerce: Survey of curren: business.
15/ Bank of Indonesia Report, 1978-1979.
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Non-priority industry categories that wvere not eligitle to receive

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

investors should bdring ir the whole amount of the funds required,

there was ro purpose in permitting a perenially 1lliquid situation,

vhen profits, interests, capital could de¢ freely remitted and such

taxes as wvere there on remittances wvere lov in any event. As for

industry, long/medium term credit up to three to five years (with two to three
years' grace period) and long term credit of up to 15 years for the industries
covered by Repellita III - covering 75 per cent of investment cost vere

being made available but the cost of credit was high. lé/ 19 non-priarity
industry, interest cost was as high as 21 per cent, but for more favourea

users like exporters, manufacturers, it was 14 to 1S per cent. 11/ Credit

18/

has become costly as compared to pre-devaluation years. —

In the background of hazy invertment data, it is not possible to work
out how much of the investment was financed by internal sources and hovw
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 contéxt of financing. As against
this, the medium/long term credit extended by Bank Pembangunan Indonesia
(BAPINDO), Development Finance Corporations like PT Indonesian Development
! nance Co. (PTIDFC), PT Private Development Finance Company of indonesia
(PT PDFCI) or by Investment Corporation like PT Inionesian Investment

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

16/ Handout by Indonesian Embassy.
17/ Handout by Indonesian Embassy.
18/ Bank of Indonesia Report, 1978-1979.
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PT Asian Buro-American Capital Corporation, PT First Indonesian Finance
and Development Corporation (PT FICOR INVEST), PT Mutual Internatioral
Finance Corporation (PT MIFC), PT Inter Pacific Financial Corporation,

PT Financial Corporation of Indonesis (®T FINCONESIA), PT Bahana Pembinan
Usha Indonesia (PT BANANA), PT Multinational Finance Corporation

(PT MULTICOR) and PT Indonesia Financing and Investment Company (PT IFI)
helred 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 commercial paper. Thus,
funds committed by BAPINDO alone rose by 7.6 times from Rp. 17,787 million
in 1973 to Rp. 135,090 milliom in 1979 and ovistanding funds by 8.0 times
from Rp. 12,870 lillion in 1973 to Rp. 103,708 million in 1979 (Tabie XIII).
The outstnndiné'nlount provided by Development and Investmen® type of
Financial Innfitu£iona in 1979 wa¢ Rp. 165,539 million and Rp. 18,826
million relpecti;ely. 19/ Total Rupiah credit by banks went up from

Rp. 1,089,000 million in 197 Marech to Rp. 5,253,357 million in 1979 March
and foreign exchange credit from Rp. 127,000 million in 197k March to

Rp. 386,740 million in 1979 March. Of the domestic /Rupiah credit, 31.9
per cent went to manufacturing im 1974 but its share came down to 26.3 per
ceat in 1979. The share of trade was ahead of manufacturing in 1974 but
it slipped to the third position by 1979. Mining vhich was well below
agriculture, others etc. soared to the first position and took 33.4 per
cent of the total Rupiah credit. Mining was 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 wvas taken out and manufacturing nearly accounted for the

19/ Bank of Indonesia Report 1978-1979.
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ths whola of credit in March 1979.

Malaysia - The followving table brings oul, in e rudimentary way,

the pattern of financing in Malaysia.

The different incentives provided

by the Malaysian Government to generate internal resources or al.ernately

provide external resources additiomally, vill be taken up subsequently.

M $ million

1975 1977 1979
Pioneer Companies 39 22 36 38 19
1. Total Capital Investment 172.1 207.8 261.1 175.1 78.0
2. Paid up capital 141.1 86.8 134.7 109.3 Sh.1l ;
i
3. 2 as per cent of 1 82.0 41.8 51.6 62.% 69.4 ‘
L. Loan capital 37.5 103.4 126.4 65.9 2k.0
€. 4 as per cent of 1 22.1 L9.8 L8.b 37.6 30.8
6. Local capital 83.9 63.7 127.9 107.5 53.1
7. FPoreign capital 82.2 128.6 101.9 59.9 4.8
€. 6 as per cent of 1 52.2 30.7 k9.0 61.4 68.1
Source: Bank Negara Malaysia, Different issues.
1975 1976 1977 1978 1979
Pioneer Approvals in
Principle 95 105 97 110 106
Proposed called up capital 143.3 227.1 101.9 20k .5 192.3
Investment Tax Crezdit 42 76 56 72 60
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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 k.S 3.6

Other Incentives 22 1k 18 15 11 '
Proposed called up capital 112.7 30.9 87.3 36.5 50.6 ‘

Companies Approved without
fiseal incentives 288 223 218 225 302

Proposed called up capital 17k.5 116.9 100.5 110.8 922.7 .

Source: Bank Negara, Malaysia

Por the pioneer industries, for vhich separate break-down is availahle,

the share of paid up capital raried from 42 per cent to 82 per cent. Firms

wvith pioneer status had particular appeal and for that reason pioneer firms ‘
may 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.

From the next Table, the sudden spurt in the investment of companies without

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

early to say vhether 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.




The coatinued importance of foreign investment is to be seen in the
context of the expectation that M § 3 billion of the targeted 10 dillion
investment in the manufacturing sector in the Third Plan is to be
provided by foreign investment. Private investment as & vhole is expected
to be M $ 26.8 villion.

Iike Indonesia, Malaysia has offered several concessions not only
to attract investment but also to help the firms as have come in to expnnd.gg/
Accelerated depreciation rates have been provided for buildings (up to
10 per cent in the first year), machinery (initial year 20 per cent) etec.
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 mechinery. Resident
companies vhich 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 4O per cent. More than 90 per cent of total outlay can be depreciated
or vritten off in five years cs compared to 20 per cent or thereabouts
under normal rates. For modernization, special depreciation of up to L0 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 categor‘es 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 perind 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/ Malar'sian High Commission haadouts, Bank Negars, Malaysia and Investing,
Liceasing and Trading, Report on Malaysia. Asian Finance snd Par Pastern
Becovomic Review, different issues.
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ladbour utilization ratio and locational factors in viev. Priority
industry, local rav material content, and impact on the area are
additional considerations wvhich could lead to the tax holiday deing
anything from 8 to 10 years. Pioneer as well as non-pioneer companies
can take advantage of tax holiday benefits. Both these factors would

have gone a long wvay to buoy up internal resources. Profitability 2/

in a sample of 52 publicity owned companies was as high as 40.6 per

cent in 1977-78 and 31.9 per cent in 1978-79, which gives an idea of

hov much could have been ploughed back, particularly wvhen reinvested profits
earn further investment concessions. Net income in 1978 formed 6.75 per

cent of Total Assets for L0 Malaysian companies figuring among the big

500 of Asia's growth rim countries, Hong Kong, Japan, Malaysia. Philippines,
Singapore, South Korea and Thailand according to Asian France Profit

margins were ov;r 4O per cent in three of Asian Finance Sample, fcr three between
30 and 4O per cent and for four between 20 per cent and 30 per cent. A
financial survey 22/ of limited companies conducted by the Department of
Statistics of Malaysia brought out that profit-sales ratio of locally
controlled companies was lover at 4.8 per cent as compared to 6.5 pcr cent
for foreign companies. Capacity to retain profits to the extent indicated
here may have been less in domestic companies but the various benefits

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

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

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

Individual income tax rates are relatively low, the maximum being

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

21/ Investing, Trading and Licemsing,Report on Malaysia. Also, Asian
Pinance, 15th September 1979.

22/ Sanjaya Lall, Transfer Pricing in Assembly Industries, Malaysis and
Singapore, Economic Papers 11 for Commonwealth Secretariat, 1978,
quoting the Maiaysian Survey.
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23/

the net effective rate works cut at 27.8 per cent.== There is no
dividend withholding, unless the nominal tax rate is L0 per cent and
investing public can wvith the wide 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 irport of technology.

It was stipulated in 1976 that 20 per cent of all newv loans should
be given to 'bumiputras' or indigenous Malays, vhile 25 per cent vas
to be given to manufacturing. In view of the difficulty in identifying
eligidle 'bumiputra' recipionts the first condition was dropped in 1979.
Non-resident companies could borrov up to a maximum of M $ 500,000 without
specific official permission and approval is being given to foreign
companies up to the limit of their pesid up capital and foreign term loans.
In order to increase liquidity in the economy, short term bankers'
scceptances (f1om 30 to 200 days up to e maximum of M $ 30,000) ani
medium term new credit instruments (from 180 to 1,095 days, up to a
saxismum of M $1,000,000) wvere igssued to finance trade, import, etc.
and these were available for discount. 2t/ This relieved liquidity

pressures and helped foreign as such as domestic companies.

The Malaycian Industrial Development Pinance Board (MIDF) started
in 1960. , Borneo Development Corporation Sabah Development Bank and Sabah
Credit Corporation have been financing industrial investment. This is apart
from mediwm/long term loans provided by commercial banks, merchant banks
and finan:e companies. The number of loans given by the biggest of Malaysia's

Development Bank (MIDP) and the amount outstanding is given in Table XIV.

23/ Ibid Investing, Trading and Licensing, Report on Malaysia and Asian
Pinance, 15th September 1979.

24/ Bandout on Malaysis and Bank Negara, Malaysia.




- 25 -

In viev of loan repayments, outstanding loans do not reflect trends

in applications/sanctions. Though loans are fairly well spread,
textiles and food have a certain predominance. Wood products etec.

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

Both 'bumiputra’ and 'small’ loans commitments have less wveightage

in the total but they are nuxerically significant. Small loans not
exceeding M $ 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.k million out of a total of 3k6
loans with a value of M $ 120.5 million. At the end of 1979, total
sutstanding loans of thLs Borneo Development Corporation were 203 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 icdustries. The Sabah Credit
Corporation was reconstructured to give fillip to small industry,

bumiputra construction units and marginally to large sized units.gé/

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 wvas formed
to concentrate on long .erm loans to capital intensive/high technology
companies. Its authorized capital was M $ 100 million. MIDF and other
development banks amongst themselves accounted for 75 per cent of the

outstanding 1-ans to manufacturing sector will 1979. MIDP has been

25/ Bank Negara Malaysia, 1979.




#inancing up to half of the fixed capital requirements of wmanufacturing

units with loans ranging from 5 to 15 years, at 8 to 9 per cent interest,

for scquisition of industrial assets. Buyers had to make 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) wvas being provided. Though reared in British banking traditioms,
commercial banks, merchant banks, finance companies have been providing
mediuwm and long term credits. Of the total commercial bank lending of

M $1,057 million, manufacturing sector's share in 1973 wvas M $ 235.7

million (22.3 per cent): at the end of 1979, of a total commercial bank
lending of M $12,582 million outstanding manufacturing sector's share vas

M $2,567 million (20.4 per cent). Contribution of merchant bs 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, which did not necessarily imply plentitude of
funds dbut larger inflows, 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 a3 compared to public issue
(Table XV) the value/volume of tradings in iadustrials as compated to
tradings in commodities/metals is given in Table XVI. The stock markets
of Bangladesh, Sri Lanka, Indonesia and Thailand are fledglings in

compa: ison.




Sri lanka - the important role of public sector corporation in
Sri Lanka's economic life hns been noticed earlier. Corresponding
to the importance attached to public sector corporations, there vas
proportionately less of emphasis on private sector manufacturing
establishments and more of rigid attitude to foreign investment. What
wvith difficulties on the export front and the non lifting of stocks,
utilization rates were low both in pudblic and private sectors. In
steel,gé/ fisheries, oil, fats, tyres, capacity utilization was around
50 per cent, vhile in most other industries, utilization was even less.
Many public corporations dealing with cement, leather, steel, hardware,
wvere making losses; only those concerned vith textiles, paper, etc.
wvere recording increases in output. Even that vas more in valne terms
than in physical terms. Public corporations were showving poor results
despite liberal foreign exchange allocations. Gross profit before tax
on the capital employed Yy public corporations wvas .5 per cent in 19TL
and 4.0 per cent in 1975 wvhile the coust of credit to government, that
funded these institutions vas nine per cent. Hard information is not
available dut retained income/prorits must have been minimal. This to-
gether with 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 growth in the public sector. Private sector
units were probdebly more hard hit, in that ra' materials an? critical

inputs were not being made available in requisite meazure.

The creat.on of free trade/investment zone through Grester Colombo
Economic Commission (GECE) and Foreign Investment Advisory Committee (FIAC)

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

26/ Annuel Report of Central Bank of Ceylon, 1975.
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were languishing for lack of finance, inputs etc. vere to be helped

through a Local Investment Advisory Committee (LIAC).2L/ Table xvII

shovs the number of approvals/nurber of units contracted, investment

approved/ contructed with relevant information on foreign investment .
component under GECE for the two years thc scheme has been in operation.
Thus, investments for Rs. 1,625 million and Rs.1l,04]1 million wvere

approved for 1978 and 1979 respective and Rs.263 and Rs.619 million
investment contracted for the two years. RNumber of units, total invest-
ment and foreign investment components under FIAC and LIAC outside
Greater Colombo, in the tvo years, are given in Table XVIII. While local
investment is br~ter distributed, foreign investment is concentrated in

textiles, mcre specifically garment making and non-metallic minerals

vith 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 35-40 per cent to 100 per cent (with refund
provision) and on non-resident companies at 65 per cent {(non-refundable

28/

basis) vhile income tax rate on a graduated basis from 7.5 to SO 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. .al Report of Central Bank of Ceylon, 1979.

28/ Asian Business Director, Kothari and Sons: Revised rates as per the
1980 budget are set out in Chapter III.
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/

iz providad hy the usual nackage of incentives 2

rrovided newal Fagse

(=) maccalerated
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 (¢) further

tax holiday benefits of up to 15 years subject to the pcyment of a turm

over tax of two to five per cent in lieu of income and corporate tax. There
wvas to be no tax on dividends, remittances and no income tax on foreign
persons. A vhole panoply of concessions, tax holiday (up to 1983) for
certain types of activities, exports, liberal deductions for savings,
redefinition of small 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 1969-1970, the loan granted
in 1973-1974 being Rs. 111 millicn (for some reagon the Central Bank
Reports stopped giving this informaticn after 1975). From the Development
Finance Corporation's report for 1976 it is noted that total sanctions
up to 1976 were Rs, 250 million (including foreign currency loans of
Rs. 74 million) and equity investment of Rs.12 million. To widen the scope
of this facility, National 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.187 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 No. T7/80 Sri Lanka High Commission, New Delhi, together
vith 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 aaximm of 25 per cent (to de in
the range of 10-15 per cent normally) is the capital of a coapany could
be made. Underwriting facility is also to be extended. There is no
information on the quantum of loans to industry by cosmercial banks.
The high rates nf interest charged ty commercial banks of 12.5 to 18
per cent against govermment 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 Corvoration and of 10.0 to 12.0 per cent by the
pnevly sterted National Development Bank) brings into bold relief the

airficulty of finding adequate finance.

Thailand - The Board o 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
Thaildnd is her anxiety to attract investment. Despite reasonadbly 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 S5 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. 30/ Promoted firms are

eligible for tax holiday from three to 2ight years depending on employment,
local content, magnitude of investment, experts 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 wvere 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 which double taxation agreements have

been concluded, vithholding tax can be wvaived or further reduced. Tax

on 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 Theiland 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 between companies listed on
stock exchange and those not listed on the stock exchange. There has

been some increace compared to 1978 but jJoint ventures have been compensated
in other ways. Jor countries with tax treaties, the burden vorks out less,
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 few restrictions. The

30/ General Information or Taxation, Board of Investment (R0I), Investment
Promotion Act 1977, 15 powerful Reasons Why you Should Invest in
Thailand, BOI, Collection of Loans Pertaining to Investment Promotion
BOI, Handout dy Thai Esmbassy, Investing, Licensing and Trading, Report
on Thailand, Bank of Thailand, Annual Report 1969 to 1978. Also, Benking
and Pinance for Investment in Thailand, Industrial Pinance Corporation
of Thailand, Procedures for Implementation of Promoted Projccts,
Thailand's Growth Strategy, Investment opportunities in Thailend,
Thailand's Board of Investment, Welcome to Thailand (all by Office of
Board of Investment), Comparative Advantage of Textile and Cement
Industries in Thailani, Institute of Developing Economics, Tokyo,
(Chapter III).
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total effect of all this is the high proritability of a large numver
of companies as brought out by the Asian Pinance Survey. It is a
different matter hov far these companies have been grafted into !

Thailand's priorities and requirements.

Like in other countries of the region, effective income tax rate
is low, though the minimal rate at the highest level is 65 per cent.
There are standard deductions, for child-en, spouse, etc. There are
lover rates for income derived from companies, deposits with banks etc.
Though some of these steps have deen taken to encourage saving, invest-
ment in shares, etc. investment habit is reatricted to certain groups

only and has not spread.

It has deen brought out by the Board of Investment that since its |
inception in 1960 till June 1979, 527 outside firms involving Baht LO7 |
billion have availed themselves of the facility (of which 505 are joint
ventures and 22 are wholly owned foreign firms) and 581 Thai firms

involving Baht 1,260 billion have got similar benefits.

Outstanding term loans given by the Industrial Finance Corporation
are shovn 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 the corporation anounting to Baht 6.2 billion. According to Bank of
Thailand report, manufacturing has received almost 66 per cent of loans.
¥hile loans occupy an important part of the corporation's portfolio,

from the data pudblished 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 vhile local sources' contribution to
long term funds has been d2clining. Though local as well as foreign
firms qualify for loans, foreign firms have been looking to foreign
banks, investment companies or own sources for funds. There have been
according to Asian Finance and Far Pastern Economic Review, several
cases vhere medium and long term loans wvere taken from foreign banks,
investment banks, Asian and Euro dollar markets to meet medium and long
term credit needs as vell as vorking capital needs. The fact that
cash flov position of most foreign originating firms or jJoint 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 as from 1970. In the last five years, the shrre
of manvfacturing in the total has been steady around 18 per cent, though
the voiumz of loans has doubled in this period. What is given under
import and export could perhsps be related to manufacturing and not just
trading. The continued importance of wholesale/retail trade and the
position of res) estate, construction are, hovever, significant pointers.
This explains why foreign banks, vhich were in a wvay prevented from
expanding their operations, had a local loan commitment of Baht 11,649
billion with a deposi’ base of Baht 5,492 billion only, at the end of
1979. This means tne balance must have been made good by induction of
funds from outside. 3/ Even apart from foreign owned companies, joint

ventures, th-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.




wvhose effect was particularly barsh oo Thai companies gensrally and
small scsle companies/firms particularly. The permissible monthly
intercst was 1.5 per cent but the typical rate wvas 3.0 per cent, more
often going up to 5.0 per cent. Commercial paper of a short term as
‘vell as long term nature vas consequently raised by joint ventures/

foreign owned companies.

Small Scale Units/Cottggg;pnits: Problema of Financing

Cousidiring the nlece of smell units in the countries under study
in viev of the size 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 prollem and marketing, inputs etc. are not equally important
raise a different set of issues. If provision of material inputs is
not a better wvay of helping, these should also be examined. However,
scope for differential tax, exercise, import, duties, etc. is limited
in the ~ountries under study in view of the concessions already built
into the structure for large units, vhich pre-empts action of this type.

Help through remunerative pricing is also tc be examired.

Bangladesh - Around 1968-1969, there were 3,30,400 industrial units
in Bangladesh outside the organized sector, with assets below Rs. 0.5
million (the currercy at that time). About 82 per cent of these ware

cottage units, availadble, capital-wise, or employment-wise. With

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

regard of factor endovments. 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 Fast rakistan Small
Industries Corporation started in 1957 hardly took off. All the same,

small scale uvnits' contribution to GDP was reportedly 4.1 per cent in

1969-T0 as against 2.4 per cent in 1949-506. In fact, sample studies
subsequent to 1970-T1, 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 32/ (2.4 per cent per year betveen

1960 and 1975) in view, the correct strategy would have been to concentrate
resources on small/cottage sectors consistent with a policy of modermizing {
the economy. Small scale and cottage sectors engaged 85 per cen. of the ‘
labour force wvhile large scals units held only 1.5 per cent of the labcur
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 has gone into small/cottage sectors as Qazi
Kholiquzzaman noted. This is, wvhen 42 per cent of labour force in agriculture
is unemployed or under-employed. There has not been any properly conceived
credit or sarketing 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 3.42 crores in 1978-79 and Taka 3.97 crores in 1979-80, while the

policy wvas that nationalized banks alone shouid devote 2 per cent of their

time and demand liadilities to small/cottage units. Before this, the

32/ ESCAP countries, Labour force estimates from Policies, Programmes
and Perspectives for the Development of the ESCAP - «gion, E/ESCAP/226.




target was 1.5 per cent, wiich iiseil was
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 wvas being increased. A special credit programse 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.

33/

Indonesia ==/ - had a labour force of 3L4.15 million in 1960 and
49.70 million in 1975 (growth rate per year vas 2.4 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 21.1 per cept to 59.7 per cent of the total in a
typical year. ‘There is no information about the numuver of small scale/
cottage sector units. A number of schemes have been designed to help
small industry and business. 34/ 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. 68 billion.
KMKP approvals wers for 438,027 clients for Rp-186 billion, of which
Rp. 93 billion was used. The INPRES Pasar scheme was for construction/
renovation of market rlaces to help businessmen. Mini c-edit financed
by Government budget reached a total of Rp.18.2 billion. Besides the
adbove, facilities like KUD loans (to village cooperatives) under Kredit

Kaudak Xulak programme and KPR loans were taken up to provide loans to

33/ ESCAP countries programues and peispectives for the countries of the
region, E/ESCAP/226.

34/ Bank Indonesia Revort for 1978-79 and earlier issues.
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lov. medium-level employees. In order to provide finance under KIX
lending scheme to econcmically weak small businessmen/enterprises,
World Bank had given the Bank of Indonesia a loan of $40 million. 1In
all this, the rate of interest has been kept lov and terms of repay-
ment were made easy. The pawnshop is still an important source for
providing finance. For the last five years their number ha. been
around 4k0. Total loans extended increased from Rp 23,345 millionm in
1974 to Rp 58,625 million in 1978 with loan outstanding increasing

from Rp 6,543 million in 1974 to Rp 15,548 millicz ia 1978. In order
to facilitate provision of KIX, KMKP loans which were 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 ASURANSI KREDIT, INDONESIA ‘

(PT ASKRINDO) to provide insurance cover for tne loans.

Malaysia’'s - Labour force was 2.71 million in 1960 and 4.1k million
in 1975, growtn rate in 1960s having been 2.7 per cent per year and 1in
the 1970-75 period, 3.2 per cent.éj/ While total employment was rising at
3.4 per cent per year between 1970 and 1977, employment in manufacturing
was also groving at 3.4 per cent. Inadequately utilized labour formed
11.8 per cent of the total in 19Tk in Peninsular Malaysia. Industrial Policy
enunciated in 1970 emphasized the importance of small industries as a
part of the programre to increase employment and to have a dispersal of
units. A survey géjconducted in 1968 brought to light several significant
points. Of 9,013 enterprises, as many as 3,347 enterprises had no full

tire employees, 2,733 enterprises had 1 to 4 employees and 957 enterprises

35/ 1Ibid, Policies, Programmes, Perspectives for the Development of the
ESCAP region, p. 201 and p. 218.

}é/ Modern Small Industry in Malaysia from United Nations Small Industry
Bulletin for Asia and Far Fast, No. 10.
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5 to 9 employees. Interprises employing more than 100 persons numbered

230 only (only 20 having more than S00). Value added per person

increased sharply from M $ 3,600 in the first category te M$ 7,277,000

in the last category though capital/value 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, .

40 per cent of value added and 52 per cent of employment and vere 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 msnagerial

personnel, modern technology, skills, raw materials, etc. lack of access

to institutional credit agencies/capital, market created problems. There {
has deen no single agency to remove this. Hovever, bank leading to small- |
scale enterprises and small business (Bumipuira elements within these)
has been increasing through the Credit Guarantee Corporation. There is

a differential interest element in this particularly to favour Bumiputiras.
There is also a ceiling on loans but with provision for a higher ceiling
for Bumiputras Interest rates are lov generally and the grace period
granted is also favourable. All the banks have been asked to set apart
funds for financing to smsll scale industrial activity pending a mirimum
of 10 per cent of theilr loans, acccrding to the Bank Negara Mal vsia.

The yearly loans are given here below. lLoans to small industry proper

were not thet large. Cumulative total:
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1973 197h 1975 1976 1977 1978 1979
Small business 9.6 130.1 97.3 67.1 6k .5 82.4 100.9
Small industry 1.1 17.7 1L.8 9.9 9.5 12.8 1k.0 '
Agriculture 1.1 16.6 13.7  12.b 15.1 19.9  27.6

total  1ufndfhatenndfiilmmn it §uhen bk

is put ac M$ 738.1 mi’_.ion at the end of 1979 and outstanding loans at
M$ 303.8 million. Apart from this there are also loans extended to small
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.

Year Total loans - M § million
1972 k63.6
1973 634.8
1974 T46.6
1975 9k5.4
1976 1190.0
1977 1436.8
1978 1871.7

Source: Bank Negara Malaysia

There is a suggestion that the CGC loans are also covered by the
above. How far the requirements of small enterprises/underprivileged
groups vere met by these, it is not possible to conjecture, except for

that Malaysia's financial infrastructure is better organized tha: most

other countries in the region.




Sri Lanka - with a labour force 31/ of 3.39 million in 1960 and
L.7h millicn in 1975 experienced grovth rates of 2.1 per cent per
in the 1960s and 2.5 per cent per year between 1370, 315 thousand were in
total labour force of 3.285 thousand in 1970, 315 thousand wvere in
manufacturing. Increase in labour force and in the number of persons
engaged in manufacturing wvas of the same order, 1.7 per cent per year
in the 1970-T7 period. Inadequacely utilized labour force constituted
L2 per cent of the total iz 1975. A study §§-/made to identify the
problems of firms wvith 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 eligidle to it. The inference vas 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 65 per cent of the value added and 85 per cent of
employment in 1970 as against the private large scale sector's contribution
of 18 per cent to value added, with only 9.2 per cent share in employnent.ég/
The public sector contriduted 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 rol=s, provision of racilities

like pover, rav materials, marketing vere recognized early enough. It is

only recently that their credit requirements wvere attended to. A credit

37/ 1Ibid, Policies, Programmes and Perspectives for the Development of
the ESCAP region, p.201, p. 209 and p. 218.

38/ Annual Report, Central Bank of Ceylon, 1978.

39/ O8mall Industries in Sri Lanka, United Nations Small Industries
Bulletin for Asia and Pacific, No. 1lb.
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Guarantee Scheme covering loans to small industrialists given by the
People's Bank, Bank of Ceylon and Development Finance Corporation was
initiated in 1978, in collaboration with the Industrial Development
Board. The durden of the scheme is that the Central Bank Guarantee

75 per cent of the origiual loan or the amount in default vhichever

is less. A wide ‘ariety of household, cottage and small industries is
covered dy the scheme. A loan as lov as Rs. 1,851 given to a blacksmith
was covered. In all 86 and 506 arplications, involving Rs.2 million
and Rs.16 million guarantee were issued in 1978 and 197G respectively,
covering a wide range cf industries (Tsble XXII). The Government entered
into a loan agreement vith Internetional Development Association for
US$ 16 million, of which US$ 12 million vas made availadble to the
National Development Bank of Sri lLanka, to refinance small and medium

industry projects.

Thailand - The stock of labour force in Thailand Lo/ was 13.53 million
in 1960 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 yesar between
1970 and 1975. In 1975, 11 per cent of the total labour force was engaged
in manufacturing. Inadequately utilized labour constituted 31.2 per cent
of the labour force in rural areas and 23.2 per cent of the latour force in
urban areas. A survey E-l—-/hms shown that the relatively smaller units
employing between 10 and 49 workers and 50 to 99 workers wcre most export
oriented than bigger units. Inspite of that the small firms depended upon

their own sources (up to 70 per cent) for initial capital. Inadequacy

40/ Tbid, Policies, Programme sznd Perspectives for the Developing
PSCAP Region, p. 201, p.213 and p. 218.

41/ Development of Small Scale Industries and their Linkage with large
and Basic Industries - Thailund, United Nations Small Induatry
Bulletin for Asia and Pacific, No. 16.
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vas the main problem. In the case of running companies it was noticed

that own capital constituted 64 per cent of total sources, organized
agencies provided 19 per cent of sources and 17 per cent wvas provided

by unorganized agencies. Techknical assistance was provided by

Department of Industrial Promotion (DIP). Financial assistance has

been provided by the Krugig Thai Bank (KTI) through Small Industry
Financial Office (SIFO). 1In its 13 years of existence, from 196l to

1976, it provided 941 loans involving Baht 294 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 61.5 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 30.4 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 81 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 vas 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 (lard, building, machinery, applicants

duly authorized by banks) wvers set out. The extent of approvals is shown




- 43 -

in Table XXIII. Its distribution is given in Table XXIV. It is
relatively larger loan amounts that account for the bulk of loans 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
vorking capital (Table XXV). The ADIPA report brought out the impact
of SIFO loans on employment generation which ranged from a minimum

of U4.8 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 62.2 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.

Baht Million

1971 1972 1973 1974 1975 1976 1977 1978

Funds 18.4  19.4 1k.6 19.0 27.8 34.3  Lh.k k3.3
Working capital 21.8% 21.0% 20.3% 19.6% - 27.0% 2L.3% 20.5%
Land etec. L.2%9 L.3% L.,3% L4.1% - 9.9% T7.1% 6.8%
Construction 25.1% 26.5% 27.6% 29.1% - )

) 53.8% 61.4% 6L.5%
Machinery Ly.7% L3.8% L43.5% L3.2% - )
Miscellaneocus - k.5% k. 3% - - 7.9% 5.3% L4.3%

Source: Annual Reports of Bank of Thailand

The manner of distribution of SIFO fund will Ye seen from the informa-

tion gir=n in the table above. It looks balanced but its impact could not

have been anything but marginal. Credit Fizancing Companies (33 in number),




Housing Credit Institution, Group Housing Board, Agricultural Cooperative
Societies and Fawn Shops (301 in number) opened by Government vere all

aimed at increasing resources in the economy.

Official Assistance/Private Foreign Investment and Other 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 machinuery/goods that cannot be otherwise arranged are

brought in an? (c) ‘ng as a catalyst of growth by inducting techaology.
The exploitative Thase of foreign financial flows/investment is over, i
i
though developing couatries still harbour feelings of distrust against the
more subtle form of foreign presence, the transnational corporation.
Poreign inveatment or foreign financial assistance need not be viewed in
terms of absolute black or white, there being shades of grey i» hetween.
In the 1970-76 period official flows wholly dc-=inated in Bangladesh (Table XXVI).
Indonesia and Malaysia almost balanced official/non-cfficial flows including
direct investment, commercirl borrowings). There was a reverse flow in the
case of Sri Lanka. Thailand, on the whole, wegs experiencing an increasing
inflow on bilaters;/multilateral account, the private component finally
vorking out to a little less than a quarter of total flows. 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 nc 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 i3 understandably closer examination

—
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have 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 vhere private foreign investment is a strong
element, its iafluence could be seen as in Malaysia, Indonesia and

Thailand but it is a sensitive element susceptible to changes.

Direact Foreign Investment as a per cent of Gross
Domestic Investment

1969 1970 1971 1972 1973 1974

Indonesia 3.3 6.9 10.8 11.7 11.5 -
Malaysia 15.7 k.1 5.7 12.9 15.5 21.3
Sri Lanka -0.6 -0.1 0.1 0.2 0.2 0.4
Thailand 3.2 2.6 2.3 3.9 2.7 L.

When there was a drop in the flows from DACS (of West) or more
specifically U.S.A., Japan stepped in and wvhen there was a shift in the
priorities of Japan, Hong Kong, R.0.K., Singapore filled the breach.

Thus in Indonesia, Japan has a predominant position, rfollowed by U.S.A.,
Hong Kong, Pakistan, several countries of Europe and Singapore, having
same share thereafter (67-75 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,

. . .. 4
Singapore and U.K. in that order (73-7h per cent position). 2/

Over the 1967-T4 period in Indonesia, 4B.2 per cent of foreign

investment was in manufacturing, distributed over textiles, metals, machinery,

42/ Tvid, Private Foreign Investment, ESCAP Bulletip Dec.1976. Also, David
William Carr, Foreign Investment and Development in the South West Pacific,
Praegar Pub.




trananart aquirmant shamicsls etes. There ie sizeble ntereat in mining

and in estates. In Malaysia, the picture is somewhat blurred with

services, banking and others absorbing a part of the investment. Within
manufacturing textiles, machinery, electricals hold awvay but vere more
recently electrical goods/ electronic items, etc. have come to prominence.
Once again in Trailand, the importance of textiles, hotels. other metals

is seen in the 1970-75 period. Banking and finance also have a big share.Eé/

It is a moot point if regulations on foreign banking in these countries

have something to do with large investment in finance.

Incentives pushed up the stock of private investment by 1977 to
US $ 80 millicn in Bangladesh. I'® $ 5,160 million in Indonesia (254 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 (14k in 1967 and 140 in 1973) and US $ 400 million

in Thailand (21L in 1967 and 530 in 1973). L7 ’

The different incentives 43/ given under tax holiday, exemptions from
duties/taxes, permission to remit freely, accelerated depreciation, relatively
lov corporate/individual income taxes and built in benefits like freedom to
import have helped to attract investment. Even as foreign capital is being
velcomed on a more selective basis with an eye to exports, better utilization
of labour, locslly available materials, etc., through variations in the scheme
of incentives, there has been a corresponding tendency to limit foreign

ownersnip and to channel foreign funds into certain fields. There has also

Eg/ Ibid, Private Foreign Investment, ESCAP Bulletin, December 1976;

Lk/ Development Cooperdation, 1979, Organisation for Economic Cooperaiion
and Development (Table E 1) for 1977 figures, 1967 and 1973 data tsken
from ESCAP Pulletin, December 1976:

45/ Incentives given vere listed in earlier sections as «lso in ESCAP
Bulletin, Decenber 1976, also Dirk Stikker 'The Impa-:t of Foreign
Private Investment' in South East Asia's Economy in the 1970's,
Asian Development Bank, 1970.




been a demand that local participation be firmly encouraged. Above all
in specific fields like petroleum, mining, agriculture, the stste wedded
to free enterprise othersise, is taking an activist role hy itself or in
collaboration with others, investing large sums of money (these being
obtained from bilateral/miltilateral sources) or on product sharing

basis etc.

The relative sigrificance of Direct Investment and long term 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 flows are on the increase. In Malaysia direct foreign investment
is more important still but long term capital inflows are also making their
presence felt. Sri Lanka witnessed only small inflows of other long term
capital funds. Finally, Thailan< was experiencing only modest direct
foreign investmen® inflows but other long term capital inflows vere

actually more significant.

In the present situatior of reduced official loans/multilateral assistance,
direct foreign investment and reccurse to short term/long term capital market
centres are necessary to obtain foreigm finance and technology. Whether the
mix of incentives should be changed is a different matter. But return on
capital invested has to be attractive enough, because whose wooing foreign
capital are found vying with each other. Maximum increase in post tax profit
rate under tax noliday has varied between 12.8 to 38.9 per cent in Thailand,
81.8 per cent in Malaysia and 80.2 per cent in Indonesia, as the ESCAP article

brought out. Effective tax holiday years are correspondingly 13, 10 and

6 raspectively.




That foreign capital played & significant role in supplementing
finance and generating growth in the countries under study is clear. But
N with all the concessions/innentives, the most preferrel fields for
investment has been mining and agriculture to improve rav material
; availability to foreign investors. Such investment as has gone into
manufacturing has been mostly of import substituting variety. Once the
narrovness cf 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 view has to be deveioped.




CHAPTER III

THE. BROAD PATTERN OF TNDUSTRTALTZATTON
AND ATEQUACY OF FINANCIAL STRUGCTURE

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/consoclidation programme
during 1978-80 of a short term nature aimed at increasing producticn in
firms and factories, increasing exports and containing price increase.

The recurrent bad harvests and budgetary difficulties added to her problems
with the Consumer Price Index going up from an average of 112.9 (1975=100)
in 1978 to 134.3 in the third quarter of 1979. A programme of containing
deficits and controlling money, sunply was undertaken but with only limited
success. It has not been pcasible to step up investment to utilize nalural
gas supplies and raw materials available. Though disinvestment by govern-
ment of its holdings in nationalized undertakings in view of continuous
losses (8.4 percent loss taking the profits sale ratio in 1972-73, 0.2 per
cent profit in 1973-74, 1.6 per cent loss in 19Ti-75 and 4.1 per cent lossl/
in 1975-76), had been hinted at, its precise magnitude is not kncwv. Nor is
there any hard information on foreign (Bangladesh Ceatral Bank Annual Reports 2/

Just refer to foreign investment proposals) and domestic investment (response

to relaxation of 'ceiling' limits is not known).

Indonesia - during Repelita III 3/ (1979-198L4) total gross investment is

to increase from Rp. 4,915 billion (21.2 per cent of GDP) in 197B-7¢ to

1/ Sectoral Corporations Reports, Nationalized Industries Division quoted by
World Bank Report.

2/ Annual Report, Bangladesh C@ntral Bank, 1978-79 g ves, nowever, investments
made/allocation, Taka 5.05 crore for Jute, Taka 33 crore for textiles, Taka 18
crore for chemicals, Taka 5.79 crore for sugar, Taka 6] crore for steel,

Taka 5.11 crore for for« “t, Taka 101 crore for petro-chemicals, Taka 17 crore
for petroleum, Taka 8 ¢  ore for minerais.

3/ Repelita I, II, IIT Handouts of the Indonesia Fmbassy.

y .
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Rp. 7,795 billion (24.6 per cent of GDP) in 1983-84. Industrial sector
is to expand at the rate of 1l per cent per annum. The share of mining
is to be 17.9 per cent in 1983-84 and of industry, transport, comuwunica-
tions, construction 56.9 per cent. A certain slowving of oil earnings is
envisaged and government investment for thal reason is to be in the most
'appropriate' sectors. Domestic finance is placed at 79 per cent and
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 etforts are to
be made to push up saving rates. Investment in mining is to go up from
Rp. 393 billion to Rp. 2,944 billicn and in industry from Rp. 402 billiom
to Rp. 1,274 tillion. The State enterprises as are already existing are
to enter into Joint Ventures. For the rest, government support is to

be given in the form of straight forward licensing procedure, financial
assigstance and a more clearly defined incentive system. A vriority
'scale’ list and priority 'indurtry' list is to be issued. Priority is
to be given to labour intensive technology consistent with the need for
modern technoiogy. Small scale industries are to be encouraged for
creating employment and for dispersal of industry. Industries sre to be
divided as between those fulfilling 'basic human' needs like textiles,

housing, etc., and 'others'.

" Malaysia - the Third Malaysian Plan L (

1976-78) and the New Economic
Poli~y were designed to eradicate poverty through ereation of employment
and incressing the income of the lowest earning group irrespective of

race and to reduca imbalance between regions. The Third Plan envisaged

M $ 26.8 pillion private investment, M $ 3 billion of which wvas to through

foreign investment. This is to be through the vehicle of joint venture

4/ Malaysian High Commission Handouts 'Investment in Malaysia, Facilities of
a Free Trade 2ona', Monetary Policy and Industrial Financing and 'General
Economic 3ituation'.




betveen government owned irstitutions and foreign parties (or just
through government investment) or private parties and foreign parties.

In rsome cases, 100 per cent foreign equity is allowed. Foreign interesis
should look for bumiputra parties failing vhich their share will be
allotted to others who will take the same on behalf of bumiputras.

Local investmentz; petwveen 1971-76 ip the manufacturing sector was

placed at M $§ L 479 million, M $ 565 million in 1977 and M $ 668 million
in 1978 and foreign investment was placed at M $ 318 million in 1977

and M $ 435 million in 1978. The ‘'one stop' approach to all foreign
enquiries, vhere questions will be discussed and settled at a single
point, and the lifting of recessior in the West helped in the revival

cf foreign investment. Further sweeteners in the form of reduction of |
corporate taxes, accelerated depreciation allowvance, reconsideracion of

expsrt incentives, etc., which have been referred to earlier, were granted.

Sri Lan:a - the years 1978 and 1979 have been treated as years of
a break through from the past. As a part of the Plan to revive the economy,
vork is being accelerated on Mahawali, Urban development, industries,
agricultures fisheries projects. In the 1979-84 period mining sector is
expected to grov 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

2/ '‘Malaysia Red Czrpet for Industries', Asian Finance, September 1972.
6/ Budget Speech 1980.
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from dividend tax, import duties etc. To revive investment outside

the zones, public limited companies will be liable to lover rate of
taxes, of U0 per cent. Withholding tax will be done away with on broad
based companies at source but only the recipients will be taxed. Other-
vise the rate is 10 per cent on other companies. Capital gains on shares
outside GEEC will also be exmpt, the basis of gains dbeing determined

from a given date. Tax on individuals has been reduced to a maximum

of 55 per cent. Special rates are per.issible for broad based companies
to encourage company formation. Capital replacement allowvance have been
liberalized to encourage replacement/modernization and extended for s

further period.

Most of the provisions 7/ made by the Government or financial
institutions including banks has been going to putlic corporations.
Commercial banks are the main source of long term funds tc the private
sector and they also provide medium term credit. According to estimates
provided for a World Bank survey, institutional long term finance to
private companiesrin 1976-7T could not have been more than Rs. 150 million
and to unincorporated business Rs. LO million. Overall position could
not have significantly altered by 1978/1979 in spite of increase in overall
loans. If 1977 estimate of long term finance of Rs. 250 million were to be
related to 1980 requirement of investment the gap would be clear. Even with .
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 past. The

new resvonsibilities placed on the private sector are truely staggering,

7/ Wor.. Bank Report on Ceylon.
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vhich could also mean a closer grip by family business. Th= recent
incursion of foreign and off shore banks has to be viewed in this
context. They, as well as development banks have to put greater
emphasis on prope:r vroject appraisal rather than insistence of
collateral alone. A consortium spproach may have to be adopted by
the lender. to get cover the present constricting self-finance limita-
tion and smallness of size. The NDB was originally conceived to help
public corporations but there will have to be a shift in empnasis in
viev of the larger role allotted to the private sector. Through the
consortium arrangement, funds for big projects can be hovefully
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 Lo be costly to

Private parties.

Thailand ~ the Pourth National Eronomic and Social Development Plan
(1978-1980) has set the targets of growth for agriculture and industry at
S 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 1974/1975 slow down, investment picked up, 264 spplica-
tions 8/ involving a total capital of 1,40,016 million Baht were made in
1977 against 119 applications involving tot.al capital of 5,128 million
Baht in 1976. There was larger capitalization, more firms with over

100 million Baht investient coming forward with ofZers. Capital formation

8/ 'Return of Confidence Lifts Investment: Profile, Thailand', Asian
Finance, September 1978,
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in industry accournted for 97 billion Baht, of which 70 per cent was in
private sector and wvas increasingly going into machinery and equipment.
Public sector investment is mostly stated to be going into infrastructure
(Metropolitan Water Works Phase I and II to be financed) by ADB and %orld
Bank, Srivakarind Hdydro-Electric Project, the Pitanuloke Dam and
Irrigation Project, Elevated Express Way, Bangkok Rahit Iransit, Nong )

Nan Hao Airport Deep Sea Port, etc.)

Adequacy of Financial Structure: Saviggn: Equity as Investment Constraint

As mentioned earlier, no firm estimatea of industry production targets
or requirements/aveilability of finance have been worked 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 Indcnesia, Thailand and Sri Lanka is hardly helpful. 1In
the absence of global finance requirement/availability figures, there

can be no corresponding division hetween 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 mmber of factors like lov
incomes, low savings, their diversion into channels wvhere
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 avureness of savings/credit instruments.
Tadanas , Taska prograsmes, Tappelpram, Haj fund, etc.
have been degigned to sult the native genius of the

people. Spreading of a network of cooperative/credit




institutions like KIK stc. could treak the strangle
hold of money lerders. Even, the pawn shep, when it

is properly organized could be of help.

- in integrated interest rate policy is necessary. High
rate of irterest help to swell the funds of captive
institutions as was seen in Sri Lanka, Malaysia,
Thailand, etc. While the Government has been getting
its finance 2t relatively lov rates, rates of interest
charged to the corporate sector, etc., have been

almost penai.

- 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 show 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

quasi-oligoooly elements in it. A recent anaiysis 2/

of 30 of the 48 companies listed on the Securities

Exchange of Thailand (SET) has shown that in a com-

bined capital of Baht u4,048.87 million, the number of

shareholders was cnly 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 vas reported in Sri Lanka and could

in some measure be true to Indonesia and Malaysia as

wvell. If quasi-oligopoly is to be juxtaposed against the

stark ccnditions of native population, attempts made to

gather the savings of local/indigenous population and
divert the same into shares (or purchese shares on their
behalf, with an idea of developing the same on them later)

assumes special meaning.

9/ Bev Life for Corporations, Asian Finance, 15th September 1978.




Policies designed to provide accelerated depreciation have to de
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

vay of doing it.

- In Any case, with tax holiday ranging from 3 to
15 years and extensions provided thereafter for {
fcreign as well as domestic investors, the countriey l
studiea particularly Malaysia, Thailand and Tndonesia
and more recently Sri Lanka have proved to be veritable

tax havens.

- Corporate taxes have been lov mostly, more so when
ownership is broad based or shares are listed. Taxes
on dividends have been low and witii-holding tax not
uniformly apolied and more often thsn 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 wvhere they existed
vere brought down. Individual tax rates, with the
several concessions thrown in, were in effect, not
even as large as they looked and vhere they were
relatively high as in Sri Lanka were 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 view of the limited or restricted nature of
‘ local entrepreneurial bese, the form of enterprise
selected was the jecint veature but it was the
foreign party that had the more dominant voice even
where the indigenous counterpart is the state. This
enabled the countries to benefit from modern 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 vosition of ralative
strength that made the Deputy Prime Minister of
Malaysia say, "With so many investors, we can pick and
choose who ve want to invest in sur country vheress
we did not have this option before." 10/ Once sagain,
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 was hardly any wvell 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 plaa 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 13 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 Finauce, July 1980.




a consolidation of incentives and concessions on one
hand and corresponding value added and other benefits
should be attempted industry wise 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 was the
only wvay 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 thns remained un-
fulfilled. It is even doubtful if they helped to generate
savings in a big way. Foreign investment, all told, was
helpful selectively but wvas 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 BanglaZesh and
Sri Lanka it acted as a drag by consistently making
lostes. Its success in Indonesia or Malaysia is because
of the field of operations chose. This 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 term funds has been endemic.
It was not just inflationary pressures but supply/demand imbalance that
lad to sharp increases in interest rates over the years. There was
thus 1lliquidity all ov.r. It was partly because banks were not ullowed
to expand or were non-existent. The result was to take the typical

11/

instance of Thailand =’ loan/depcsit ratio went up to 99.1 per cent

11/ Thailand's Crisis of Confidence: New Initiatives on the Anvil,
Asian Finance, 15th October 197G.
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from 75.1 per cent, though deposits increased at 8 rate faster than
savings. There was a similar illiquid situation in Banglsiesh and
Sri Lanka also. Rates of interest in almost all the countries went
up over t'e years. O0il flows partly eased the situation in Indonesia
and Malaysia but they were affected because they restricted foi-eign
banks operations. This made foreign investing companies not only to
import initial capital or medium and long term funds dut also short
term funds. Where foreign inflows wvere lagging behind comestic
requirements, bonds had to be rloated abroad, as in the case of

Thailand.

- There are several instances of foreign banks
lending larger amounts than their domestic deposits
would have permitted. There are, equally, many
instances of foreign companies being obliged to
raise sizadle funds abroad to finance shor:/
medium and lcng term credit requirements. While
this has its own attractions, it has several drawv-
backs too, like funds moving out at the wrong time.
There is need for a thorough appraisal of short-term
credit requiremnents of manufacturing =stablighments,
s0 that thev are mapped ou:t in advance and prover
collateral requirements are worked out and provision
for rediscounting is algo arranged. This will help
tc relieve pressure on cormercial banks and also
enlarse the volume of funds. A rediscounting market
around bills or arranging of generally ecceptable
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

mey be adopted for indicating financial reqiirement»



instead of iasisting on right collatere™ as has
already been done in some countries. Provision of
right amounts of short term credit will go a long

way in reducing the hold of original initiators/entre-
preneurs, besijes reducing the interest burden. The
consortium approach may ve developed among the banks
to reduce the risk of default, fzilure etc. and

above all to meet the needs of large finance.

- The impact cof shortage of funds was felt by small
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 industriai
growth to materialize, cmall 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. Redisccunting facility together
witr specific allocation of funds by commercial banks
or whatever institutions are thought of will have to
arranged to relieve pressurz on funds. Overdue are a
symptom of sickness but deliberate non-payment of
instalments falling dve should be penalized. Provision
of funds to small units generally and cottage units
particclarly 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 bde
avoided or at least it3s incidence will be reduced. What-
ever it he, there should be one integrated package of
incentives instead of their oeing 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 term
lending institutions have been increasing, new institutions zare
simultaneocusly 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 Banglacesh Shilpa Bank and up to 15 years as by
Sang:adesh Shilpa Rin Sangastan (Working Capital loans are not normally
give by them). The Bapindo ~f Indonesia gives medium term loans of
1l to 3 years and long term lcans of over three years, The IDFC gives loans
of 3 to 15 years' duration and PDFCI offers loans of up to 15 years.

The MILF of Malaysia gives normally loans of 3 to S1 years, of 2 to

5 years for machinery and of S to 8 years in the case of other long

term loans. The provosed Industrial Develooment 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

National Development Bank may extend loans up to 12 years. The Industrial
Finance Corporation of Thailand offers loans of up to 10 yea~s. There

are varying grace/extension periods. Loans could be either in locral
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 L0Q per cent foreign equity ard launel foreign i.:"%).

To supplemernt resources, capital fuv-.,s have been incrcased on occasions,
besides loans/detetures, etc. anave been raised, The term lendins institu-
tions have also been au‘.acrized to inveat in the equity of companies
seeking assistancr .p to a certain percentage of the given company's

equity or up tc a maximum percentage share of the capital of the institution.
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Interest rate could be varying with the size or purpose of loan but it
is usually in relation to the Sunk 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 were also supporting institutions catering to special
interest by investing in their equity capital or ty 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/investment should have greater correspondence

to priorities laid down in the national plan.

- Ragional or special groups should have greater
access to financial institutions by way of
differential interest, larger loans, etc. and their
institutions should have additional rediscouncing

facility, etc.

- Proper apprsisel cf projects with the right type
of follow-up should be done to avoid cost over-
runs, delays, overdues and such like developments.

It is also linked with quick clearance of orojects.

- Proper delimitaticn of spheres for domestic, foreign
and join% ventures should be done to determine which
category of companies are eligible to how much of
support. Priorities in ‘uvrn will have to be properliy
spelt out. Such demarcation wiil finally be in
relation to the nature and quantum of surport to be
extended to individual “ndustries. The right kind

of mix of equity and debt will have to be work«d out.

- Consorcium approach may be adopted where there is more
than one  nstitution or wher- other financial .nstitutions

are being brought in“o financing.

———— e,
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- Mayimum loan/investment limits will have to be
enlarged or liberalized keeping changing cost

requirements in view,

- Interest rates will have to be realisticall:r

fixed.

- While some of the development finance institutions
had no problem of finar-~e owing to repayement of

loans on time, others have run into this difficulty.
The survey of investment add savings trends, follnwed by the reviev
made of the financial structure, dbrings to light the opportunities for

grovth and the constraiats operating.
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CHAPTER IV

AN OVERVIEW

Irvestment ig crucial to grovth and investment in manufacturing
even more so to developing countries. This is with a view to gainfully
using domestically available materials. achicving 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-employment, proper utilization of resources and so on.

Investment has been increasing apace in the countries under considera-
tion. Tt reached a fairly high level by late sixties itsell in some of
these countries;~ The rate of increase could not be large in countries
like Thailand dut in Malaysia and Indonesia increases in investweni. have
been large. Even Bangladesh reported big upwvard movement but hov firm
the trend is, it‘ia difficult to say. Sri Lanka too saems to be poised
to record increases in investmer. . A part of the unsteady movement is
owing tc fluctuations in axport prices and income therefrom. There have
also been factors like uneven foreign inflows, unsteady domestic savings

mobilization, non-economic facters like political and othar uncertainty, etc.

Savings have been lover than investment generally except for Malaysia.
For certain years in between, the situation vas 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 savingas determines/sets

the pace for investment, unless savings are supplemented by foreign flows/
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forced savings, which cannot be resorted to beyond a measure. Domestic
savings have to supplement foreign :nflows in any case, because there

is nec:ssarily a domestic component of all investments. That savings

slip into low priority or speculative investment in developing countries
is well known. Mere proliferation of finarcial 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 vell. Steps are being taken to increase the volume of savings in a
variety of ways, better coverage, interest incen:ive, fiscal concessions,
contractual element, emotional appeal, etc. However, it is the level of
income and its distributio: that determines the volume of savings. There
is, of course, direct saviigs/investment linkage in the less developed

countries, whether it is in industry or elsewhere. Self-financing. not

being sufficient and internal gerneration 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, thrsugh hetter 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-income ratios have .o exhibit
greater dynamism. If the state is an important economic entity either
as producer of goods (Bangladesh, Sri Lanka) or of o1l (Indonesia,

Malaysia, Thailand), the state should equally garner more of savings.
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Savings hatit generally or the habit of saving through financial Inter-

mediaries can only be incalcated over a period.

Within investment, the share of organized corporste and unorganizea
sectors, for the few years such information is available, has been
betwveen 10 and 20 per cent. By the end cof the 1970s this could have moved up.
Public investment is overwvhelming in Bangladesh, more than significant
in Sri Lanka, where there has been a shift, however, in recent years,
and in Indonesia in specific fielas like oil etc. Malaysia has also
gone in for public investment outside infrastructure but on a more
selective dasis. The influence in industry oroper is the least in
Thailand. Foreign investment has been sizatle in Malaysia, Indonesia
and Thailand Small industry's share is vperhaps not large, though

numberwvise 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 cace of foreign companies the position
seemed to be that they had to devend 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
foreign b nk depossit mobilization in thesa countries would have acted as
a resourca constraint. Foreign companies that were significant in the
life of Thaliland, Indonesia and Malaysia had to depend on foreign snurces
for short/medium term funds too. It it doubtful how far t?is he) ped
the financing of domestic companies. In any event, small enterprises

which have crucial role to play in generating employment vere not the



beneficiaries. Tke 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 freeijom 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 furds,
that was allowed freely. Whether *his is in accord with priorities is a
different matter. Some attempt was made to link this to svecific policy
goals like emnloyment, size of investment location, etc. But its impact
cannot be judged. In any case, this contrast with lack of short term

finance and reqguisite institutional support.

In the background of the targets set for industry, term lending
institutions will have to play an even bigger role. Hence, the attempt
at inc-easing the resources of existing institutions. l.ore institutions
desig.ied to help srtecific grcups are ulso on the anvil. Equally projlects
that require larger sums of money are sought to be propped up through
creation of newer institutions. Develotment banking is not a matter of
provision of finance alone. Detter project review and monitoring are
required to svoid over-runs, sickness, overdues and the like. Quick
turnover of funds is a must: otherwise they will be on'y looking to
governmant or “c-eign inatitutions for foreign lines of credit. In
terms of maturity, collater, atc., ther2 is nothing new or more to be

dnne.

A better aliocation of short term finance through newer credit
instrumznts, better mobilization, te¢tter rediscounting facility, develoo-

ment of consortium approach if necessary i3 needed. The sulution does
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not lie in encouraging foreign bank branches or in off shore type of
barking or in raising short/medium term finance abroad, though they

may orovide short-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

hu-e to Pe specially helped, as 18 being done in Malaysia and Indonesia.

A proper review o? investment priorities and linking of incentives
to priority is necessary to -msure that there is no divergence between

commercial profits and sociai 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 conzerned here are awvare of this
and some of them, parti.ularly Indonesis and Malaysia and to an extent
Thailand are in a rosition to adopt aprrooriate measures, like provision
of infrastructural facilitias or creation of industrial estates to h-lp
small/medium sized units. Provision of scarce raw materials, credit, etc.
could be linked to locaticn of factcries 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 promotini. Greater use can he made of this.
Foreign investment has helved to trigger growth but a stage comes whar,
nascent domestic entrenreneurial talent begins to assert itself as agsainst
foreign investors unless foreign investors gradually move on to lines of
industrial activity which are not immediately witbin “he reach of the

domestic entreprenzrrs. There are already symptoms »° this.



Bangladesh t Savings in Identifiable Financial Instruments

APPENDIX TO
Table A.1

CHAPTER I

(S22d0p Makog)
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A.2

Table

Indonesia $ Savings in Identifable Finoncial Instruments
(Billions of Indonesia Rupiahs)

Col, 1 1.3 ] Time arnd [Col. 5] Tabanas {Col.7 | Certi- {Col. 9 [Insu- fro- Cor-
as per as per ] savings Jas per and as per ificate as per france jvidedpora- Total
Year Currenc cent of PPemand cent Deposits Jcent Taska cent of cent rfo- t te & ither ngi s
Y ICol, posited} of of of Deposit ] of nium  Fund Jother JAsse- "9
15 Col. Col. colo COl. SOCU— tS
13 . iR 15h 15
1 2 3 4 o 6 i 8 9 10 J1 121 13 14 15
1971 41,000 13.49 18,000 5.92 - - - - - - - - - - 3040000
1972 53,000 12.27 33,000 7.64 - - - - - - - - - - 4320000
1973 81,000 13,75 101,000 17.15% - - 19365 3.29 500 0,55 NA NA NA NA 58 90000
1974 13,000 12,59 100,000 9.99 10%000 10,49 6426 0,64 49647 4,30 " " " " 1001000
1975 118,000 5,62 135%,000 6.43 198000 9,42 17404 0.83 22778 1.08 " n " " 2101000
1976 120,000 5.74 265,000 12.69 300000 14,36 27711 1.33 14862 0,71 " " " " 2089000
1977 19,000 9.10 132,000 6.11 156000 6.57 41305 1,39 =47661 -1.60 " " " " 2981000
1978 192,000 6.44 112,000 3.19 133000 4,36 46092 1,31 10926 0,31 " i " " 3606000
1978-
1979 328,000 9.36 350,000 9.98 154000 4,39 - - - - - - - - -
Note: Currency, Demand Depotits and Timg & Security Deposits figures are taken from International

Financiel Statistics.
Source: Bank Indonesia, Annual Report for 1977/1978 and earlier issues.
International Financiai Statistics, April 1980,



Table A.}

Malavsia i Savings in Identdfisbie Financial Isstruments
- (Midliens of Rinoit)
.4 as | Col. 2 as §ixed Sav-FZTT-V as Peposits Deposits or ColS.
Year Currercy rand 1 %2 p‘ro?nt poifcont tt :ragdo- pozfcont iga’nco Me;’ci:;'gnt 8 + 9 11 to
posits Col. 21 §cel. 5t Jposts Col. 21 [Companies | Banks 2.
) 1 2 3 4 * i 8 ) 10 '

1970 69,7 80,% 150.2 5.68 2,64 287.8 10.89 121.0 NA -

1971 50,5 27 .4 87.9 3.%0 2,41 433.8 17.28 113.3 " -

1972 108.7 386,4 495,1 19,58 4,36 36%,9 x4.85% 105,7 . -

1973 448,1 571.0 1019, 1 22,20 .77 932.4 20,30 280,3 n -

1974 311,6 8.% 320,1 T.75 5,60 8%95,.4 16,08 219.5 220, 3 439.8 I‘
1975 2c8.3 84,2 292.5 6.36 4,53 958 ,4 20.85% 243.8 80.8 324,6 ’|‘
1976 388.7 519.5 xNB, 2 11,16 4,78 1880.7 23,11 3%8,0 164.% 522.5

1977 48:,6 385%,8 870.4 9,64 5,37 1268.,4 14,05 424,8 124,1 548,9

1978 466,1 649,3 111%.4 1882.1 582.2 121.8 704.0

1979 515.8 727,.4 1243,2 371%.0 755.2 219.2 974.4
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(Table 4.} continued)

Malaysia Contd.
1. 10 as Pariation )1. 13 | Provident d():ol. 15§ arIitlon(.)Cél 17( Col., 2;
Year pe:fcont St:?gﬁg: po;‘cnnt Anggg po:’cont no:‘s.t. Q:;cont New a; Total
S AT SN F7 i MOt A Rl AT Bt
e ion Bank . . mpanies Col., 21 Col., 21
Al 12 13 14 13 BU-S 1 _J7 18 19 . 21
1979 4.%8 14,1 0,33 206.7 7.83 3%.2 1.33 76,3 2,89 2643
1971 4,351 22.6 0.90 245,9 9.49 43.% 1.7% 43,0 1.79 2511
1972 4,24 43%.0 1.81 284.,2 11.41 84.4 3.39 64.9 2,61 249;
1973 6.10 73.2 1.59 292,0 6,36 61.5% 1.39 7.7 1.69 4394
1974 7.8 104.9 1,38 303.0 3.44 83,8 1.51 83,6 \1.97 3569
1978 7.05 65.0 1.41 378.1 8.23 108,7 2.30 76,0 1.6% 4596
1976 6,42 97.9 1.20 509,.4 6,26 115%.6 1.42 31.% 0.6 8138
1977 6.08 118,11 1.64 %67.0 6,28 143.9 1.5%9 119.8 1,33 9031
1978 163,5 704,7 180,9 99,2
1979 22,0 829.4 184,2 210.9
(a) Domestic and Foreign T ?—_d‘

{b)
(c)

Excluding Federal and State Government and Local Governments, Public Authorities' Deposits,

Prior to December 1972 Post Office Savings Bank since called National Savingsbank, Also )

includes Premium Savings Certificates since 1976,

Includes Brployees Provident Fund of Sabah and Sarawak which became operational from
October 1967, The smount contributed during the year 1s taken,

Includes Life Insurance business und~rtaken by composite life and general insurance comgonieu.
In the absence of data on premium amounts paid, variatiion in total assets is taken as the
nearest indicator (assets is not representative as this is not of amouints paid out on

maturity/death etc.).

(d)

(o)

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
asbsorption by Insuranco Companies, Finance Companies, merchant banks, commercial banks, inter-

corporate irvestment and foreigr ownership etc,

(f)

Source: Bank Negara, Malaysia, Quarterly Economic Bulletin, March / June 1980,



a Savings dentiflable Fingnc 8
(8illions of Rupaees)
' RATT Col 12z ., TGl Mnsu-T Col |
ﬂ aving Fixed Baving I Premi- as eoa | 14 ance | 16
rrency posi~ [Depo- {Corti- | um Sa- per Y990 as — | as
held A its gficatesf vings cent ident § POX Jium { per
by Bonds ]} 8 to | of un: cen*, ﬁcen‘t Total
Year [ublic and 11 |col. of | of { Savings
1 R.gu- 18 Col, @1.
lar 1€ 18,
nnthly
1 2 1 3 Z 5 6, 1 -3 9 10 12 13 v 1 15 16 17 18
1970 NA - 213%
1971 180 9.24 2 0.10 148 7.60 148 7.50 . - 1948
1972 87 4,46 245 12.55 208 1C.66 162 8.20 " - 1952 |
1973 235 9.8L0 62 2,50 =113 4,74 10 47 31 - 208 8,72 173 7.2% * - 1383 o
|
1974 102 5.11 65 3.7 249 1.2% 201 67 9 - 277 1,32 190 9.51 " - 1998
1975 71 2,76 72 2,80 67 2,60 170 76 6 - 252 9.78 216 8,39 " - 2576
1976 471 13,09 607 16,88 463 12.87 26% 65 2 - 332 9,23 237 6.59 " - 3597
1977 711 12,04 48% 8,28 1251 <1.19 43 464 -18 - 494 8.5/ 305 5.17 " - 5904
1978 224 347 1584 98 393 =21 - 67C 524
1979 658 974 2483 66 929 16 ¢ 976 597
Suurce: Bank of Ceylon, Report for 1979 and .eaxlier issues for savings data.



(Billions aht)

1. 2 | Col, 4 Col. 8 SAVI NG5 BANKS
as as ime aving as ther
per emand er posits Peposits | per epo- Col, 13
Year Currency kent of posits ent of + ent sits 10 to 12 as
1.22 1.22 ime of per cent
potits Kol of
- — 22 Cole 22
) 2 3 4 o) 6 1 8 9 12 13 L4
1970
1971 1189 3.9 809 2,66 267 4339 5106 16.80 3% 93 3 490
1972 2226 7.32 1159 3.81 853 323 3376 27.5% 1163 235 - 1348 4,60
1973 3366 7.06 1739 3,65 1002 7448 8450 17.72 1423 105 -1 1527 3.20
1974 1805% 3.01 1467 2,4% 1552 11322 12874 21,46 957 86 - 2 1041 1.74
1975 1821 2.83 -4A4 0.07 1069 11830 1289¢% 20.03 552 454 -1 1005 1.06
1976 350% 4,87 2141 2.97 184) 13051 1655< 23,46 1077 128 -2 1203 1.67
1977 2791 3.61 8717 1.14 1603 20328 21931 28,37 829 1016 *3 1848 2,39

1978 4473 4135 3841 18498 22339 2190  =2226 +12 576




(Table A.5 continued)

Thailand Contd.

T [ Premium 15 as rTculturo(f%I. I7 as LInsurance bc),ol. 19 as Trovidont
Year | Coriiii Deposits — | loeso Fremium } Peg cent } Fund o dole s
-i D A 13 b 21 22
1970 29300
1971 78 0.25% 34 0.11 ) NA - ) NA 30400
1772 100 0.33 64 0.21 " - " 31500
1973 147 0.31 43 0.09%9 | » - . 47700
1974 -19 -0,03 234 0,39 . - » 6000C
1975 =15 -0,02 633 0,98 1< 1.13 " 64470
1976 34 0,05 63 0.09 63% c.88 " 72000
1977 38 0.0% 511 0.66 1323 1.71 " 77300
1978 99 378 1434

(a) Excludiny deposits from Commercial Banks. Government etc.

{b) Insurance Premia are not available before 197% from Bank of Thailand

Source: Figure for 197% relates to premium for 11 months, figure ifor 1976 relates to premium for

Squrce:

9 mcnths, figures for 1977 and 1978 are for the full yeer,

Bank of Thailard, Annual Economic Report for 1978 and earlier issues, for saving data,

(Annual Eccnomic Report)




STATISTICAL P NNEX
Total Gross fixed Cacitsl formation Uiviceg

] tweegn i ivgts Sect
.1;
h970—D971 b o972 1973 1 1974 T 1975 T 1976 [ 1977 | 1918 T 1979
N T— 13 1 2 b g — + —+- — +-

R i I | > 1§ ¢ T 4 % ¢ % 4 &4

Bonglcdesh (:illion Take)
1. Gross fixed capitsl formstion - - - - - - - - - -
2. Public - - - - - - - - - - -
J. Privats - - - - - - - - - - -
4. 2 a8 per cent of 1 - - - - - - - - . -

Indonesie (billion Rupishs}
1. Gross fixed cepitsl formation - - - - - - - - - -
2+ Public - - - - - - - - - -
3. Private - - - - - - - - - -
4, 2 8s per cent of { - - - - - - - - - -

Malaysig (milliiun Ringitt) .
1. Gross fixed capitsl formation - 2701 - - - 5602 6202 7343 6627 10812
2. Public - 811 - - - 2110 2505 3o78 3419 4327
3. Private - 1890 - - - 3492 3101 4255 5208 6485
4, 2 a8 per cent of 1 - 30.1 - - - 37.7 40.4 41,9 39.6 40.0

3ri quh,b (million Rupees)
1, Gross fixed capitel formstion 2357 2140 2206 2496 2972 2699 4595 5038 8521 -

2, Public 102 a60 £36 894 1153 1521 2219 2403 5133 ~
{151) (367) (319} (304) (342) {425) (588) (861) (2056)

3. Privete 1338 1280 1370 1599 1819 2178 2376 2632 3388 -

4. 2 as per cent of 1 41.3 40,2 37.9 35,9 38.8 41,1 48.3 47.7 60.2 -

Ihailapg® (million Beht)

{, Cross fixed capitel formastion 32.7 32,7 4.6 44,2 59.4P 67.9° 73.3 28.7 46,5 146.0

2 {(56.1)

2. Public 10.5 10.4 11.4 10,7 10.2 44,3F 23,2 29.7 +36.86 43.G
{(15.4)

3, Private 22.2 22.3 23.2 3.5 49,2 53.6° 50,1 69.0 +79.17 103.0
(50.7)

4, 2 a8 per cent of 1 32.9 31,8 32.9 24 .2 17.2 21.1P n,.7 30.1 35.6 29,5

P - Provisionel
Note: Gross fixeZ cepitel formation figures given here ere nct the ssme as those given in Table but they ars
nevertt-i1ess taken to indicets the brosd division of fixad capitsl formation betwesn puulic snd private ssctors.

Sourcet a) dorld Bank mission document quoting Melaysien suthoritise.

b) Woild Bank miliion document quoting Ben% of (aylon: figures in biackets given fixed capi 3i formstion
for pullic corporstion sepsrastely.

c) world Berk mission document till 1975 including figurss given under P and office of Nationsl Economic -
end Socisl Development Bosrd, Government of Theiland from 1975.



Table II

Gross fixed Crpital Formation by Manufacturing Establishments
" i (Thousand MasRupiahs)
; 1 ; 1 1 | i i
1sic | Industsiss ST RTINS Y o % 1973° : 1974 : 1975°¢ : 1976°¢
| i i i { i 1 i
3. Total of Manufacturing 37.4 53.83 105.7 85.3 - 1768.3 201.1

(b} Manufacturing Estsblishmen*s with 10 or more workexs nor usi ; power
{e) Manufacturing Establishments with 20 or more persons engaged including Synthetic Resins
{b) Statiaticsl Year Book for Asia and Pacefic U.N. 1978 and earlier issues.

(¢} U.N., Year Book of Industrial Ltatistics, 1977, Vol.l.




Table [11

cto N Y- s _uf_US_ o,
ng' i Sector % 1967-699 % 19709 : 19719 % 19729 % 19739 14}974 { 1975 } 1976 { 1977 ! 1.78 :___129;;12_ -
} %, % % ; { \ { L i \ \ Flan PIOJPCE

1 2 { 3 i a 4 5 | 6 { 7 } 8 } 9 } 10 : 11 I, 12 } 13 14

‘v Mining 623.7 75.0 80.0 175.0 - 69.0 507.2 3.6 200.0 16.1 1448.4 13

- Metals - - - - - 69.0 507.2 3.6 200.0 = 1281.3 8

- Othere - - - - - - - - - 1641 16741 5

2. Manufacturing Industry 161.3 143,0  249.1 215.5 471.7 928.2 1159.4 348,2 380.2 202.0 4185,2 481

- Food 3.7 15.4 19.9 24,1 24,9 33.9  23.5 67.6 TeT 13,3 274, 57

- Textiles and Leather 35.9 24,6  126.3 120.3 243.6 358,3 31,2 24,2 91,9 51,0 1905.4 72

- Wood and Wood Producte - 0.5% 1.2° 0.3  6,3° 10,0 21.8 5.5 - 1.0 46.5 13,5

- Paper and Paper Products 3.0b 2.2 3.3® a.9® 2.sb 1.0 18.5 66.2 9.7 0.5 $10.5 14

- Chemicale and Rubber 42.4° 3301 21.0%  22.4° 73.6° 7641 60.4 35,7  78.2 17.5 447.9 128

.- Non-metallic Minerals -1d -d - p " a - 134.5 99.6 72.0 99.0 16.8 539.9 3t

- Besic metals 3.4 5.3 12.0 11,77 73.6 246.0 B75.6 12.0 18.4 0.7 1208.2 a6

- Kstal Products 65.0 28,8 65,0 75.3 88,3 46b,6 1314

- Dthers 44,9 62.0 59.4 31.8 75,5 3.4 - - - 6.9 14,1 c

« Construecticn 4.7 9.4 6.0 14,95 14,6 26.8 10.4 Te2 3.4 4,2 80.1 63

- Trade and Hotsls 10.8° 3.6°  591.8° 33,5% 28,4  43.0 21,3 14,2 0.6 9.7 18B0.2 15

- Whols sale - - 0.7 - - 12,2 4

- Hotels - - - - - 43,0 21.3  13.5 0.6 9.7  168.0 11

- Transportation eand commu- 10.6 0.5 4.2 3.0 15,2 3.0 20,3 4,0 5.0 36.5 98.3 20

nication
- Services 3s.3 12,2 9.9 235 5645 22,2 9.8 27.3 6.0 24,1 @T7.2 55
Total 1236.5 344,9 426,19 %22.2 655.4 127G.4 1758.6 429,3 670.0 362.1 7T124,5 808
a. Timber b. Paper c. Chemical d. Metals e. Hotela and Trade f. Other services

g. Figures include 0il & Banking

Scources Bank Indonsmsia Reports,

. *

different isaues,




Table v

Impglementation of Foreign Investment Projects in

Indonesin by Sector Million of U
— 1 T | 1 1 1 ] 1_1967-18
$1. | Seotor f 1967-69 1 13710 § 1971 1972 1 1973 8 1974 | 1975 ! 1976 | 1977 1978 {"Plur T Pro-
No. | : { i ] | { ) I l Jects
1 | —— i + i
i 2 3 4 L 6 T 8 9 10 1M 12 13 14
Mining 1.7 421 61.0 50.7 6.6 44,3 40.4 42.4 20.1 57.3 3T6H.6 11
Manufacturing Industry 4.6 48.C 103.7 171.1 306.7 168.5 392.4 301.2 186,2 267.0 21749.6 387
- Food 9.1 13.8 16.4 15.9 34,8 21.7 18,9 10,8 11.9 14,9 161.2 49
- Textiles & Leather 2.6 11.3 44 .3 77.9 149.5 151.7 181.8 91.8 27.9 31.4 176.2 54
~ Wood and Wood Producte - - Jet 0.5 0.3 1.8 10.6 4.6 1.4 0.4 2¢.5 8
~ Paper and Paper Products 0.3 0.2 3.1 0.5 0.3 15 0.7 3.3 9.6 11.8 3%.3 11
~ Chemicals and Rubberx 8.0 11.4 17.9 21.2 37.1 50.8 45.9 45.7 28.0 Pel 33it.6 115
- Non-metalic minexrals - - - - - 44,2 54,2 T71.3 42.9 9.0 26¢.7 20U
- Basic Metals 1.0 0.7 2.5 4.9 11.0 177 43,3 30.9 27.8 7.8 177.4 22
- Metol Products - - - - - 72.2 41.1 42.4 35.4 89.9 Jat.7 101
-~ Others - - - - ~ 0.9 0.9 0.6 1ed 0.1 1346 1
- “onstruction 13.6 11.0 19,2 44,5 68.9 1641 T.9 4,5 3.0 1.4 36.9 a4y
- Trade and Hotels 1.3 4.0 6.7 4.5 17.9 19.6 8.2 17.6 6.2 17.2 103,2 12
- Whole sale - - - - - - D.1 0.2 - 0.7 10.8 3
- Hotele - - - - - 19.6 8.1 17.4 6.2 16.5 92.4 Y
- Transport and Commu- 4.3 7.6 0.3 0.9 0.9 1.1 242 4,4 2.0 4,7 23.U 1
nication 2
- Transportsation - - - - - 0.7 1.3 4,2 1.8 1.3 17.8 1
- Communications - - - - - 0.4 1.0 0.2 U.2 3.4 10,2 1
- Services and Others 2.4 2.4 2.3 3.6 4,9 107.1 aT.1 16.2 2.9 19.0 2118,9 EL:]
Total 83.0 138.2 218.3 270.9 393.8 633.9 547.1 425.5 258.8 405.2 3374.7 (61
Source: Bank Indonesias Reports different issues.




Table v

Approved Domestic In.estment Projects ir Indonesig by Sector.

T cse-T1 1 1972 H 1973 § 1974 i 1975 1
S1. Sect iNo. of%fhveat—lNo. ofllnvest-INc. ofllnveat-iNo. ofllnvest-tNo.of TInvest-g 1976, 1977, 1978
No. ector IProjecy ment | Pro- | ment Pro- )} ment } Pro-1 ment § Pro-{ ment
i ts{iPlan | jects) Plan jecta | Plan l jectst Flan ‘ jectal Plen ’ Please see next page
1 2 3 4 5 6 7 8 9 10 11
1. Mining 4 18.6 1 0.3 1 0.3 3 2.4 - -
2. Industrias/Manufeac- 525 190.0 322 192.0 391 340,5 192 170.4 130 19%.4
turing
3, Transportation 52 29,2 1 28,7 21 27.8 7 12,0 - -
1, Tourisum/Hotels S5 31.9 16 17,2 22 33.9 8 3.7 4 1.4
so Hou'\inq/Offico 2 2.5 4 3.5 3 71.1 1 1.1 4 15.2
6. Othexs 7 2.4 1 006 1 1.0 - - 7 Be3

T. Total 845 365.0 421 297.6 550 569.4 259 230.3 172 250.8




Table

V (Continued)

H HEESIE 1 1977 ! 1978
aé' ! Sector {no. of llnvest- INo. of IInvest-} No. of I Invest~
i jProjectal ment IProjects) ment lnrojects | ment
1' |r % Plan J’ Plan { Plen
i 1 12 { 13 I 14 1 15 | 16 1 17
1. M!.n.l.r\g = - - - 3 18,4
2 Inducstries/Manufacturing 112 179.3 129 100.3 218 531.2
3. Transportation - - - - - -
4, Tourism/Hotels - - 10 14,6 3 11.5
5. Housing/0Office 5 17.5 13 3661 3 15.1
6. Others 9 35.5 -2 14,1 14 2667
Te Total 146 279.1 206 580.8 299 761.8

Bank lndonesis Repor.s different iseues,




P S S N Wy

Iable VI
oved apti [ ) d [ )
(Billions o? Rupishs)
S). } }No. o§£!¥¥§zzuc- Noe. of Invest= jNo. 6?;;ﬂzlg;v-ot- Noe 37; Invest- N;:—37—_T—A;%%:=?:——
Noo | Sector Projectes] ment |Projects| ment Projects mont Projectasl ment JProjectsi went
i - L! - e 2 g ks IS Y —
1. Textiles ITe 366.7 21 8.8 43 42,5 s 15. 49 167.6
2, Chemicals J40 127.4 28 $1.4 4 242 28 98.6 3o 103,.0
3., Elesctricel Applience 61 22.1 3 2.2 - o - - - -
4, Otherxs 868 409.7 8l i07.0 47 134,32 103 227.7 139 260,6
Totsl 164,3 923,9 130 199.4 94 174,.6 166 401 .4 218 531.2 l

Different Data given under Manufecturing are teken from ths 1978=«7) 1epoxrt 1

figuree givan here srs not

the sams as the figures given ir. Table which ars takem fxom the repexrt fer each yeerx.

Source: Benk Indenssia Report 1978/1379,



Iabde  VII

Gross Fixed Cepitel Formatien by Hanufacturing Establishments
in Peninsular Malaysia

I18IC

Industries 1970 1971 1972 1973 1974

k|

Total of Manufecturing 201424 225,38 209,93 580,09 933.32

Source; Stetisticsl Yeer Book forxr Asis and the Pacific, U.N., 1978, and '
sarlier issuss,



T.bl! VIIT

Gross Fixed Capital Formation by Manufechuring
Establishments in Sabah (Establishments with
S - Mexs Persons)

18Ic Industry 1971 1972 1973 1974
3 Total of Manufacturing 8.6 4,8 6.7 18,4
|
(e ]
i~
|
Source: Statisticsl Year Book for Asia and the Pacifig, U.N. 1978 and esrlisr

fassuen,




Lamisal Terestisn Ay llas
T } WIS W \ I V5 R WS )/ T
- — H
x g e o e e
1. Halsyads (Aillsen Ringdes)
1) 6rxeee Fixee Copital tr0l WA NA RA NA NA L1}
fermation
2) Residential buildings 428 18,0 - - - - - - - - - - - -
3) Nen-gseidential Nldy 808 108 - - - - - - - - - - - -
4) D¢ ox aonsizustion snespt
land LAuprevenent 20 1.8 - - - - - - - - - - - .
3) Lend fuprevemsant, Plen-
Setion ond Oxehard 1T? 6.8 - - - - - - - - - - - .
Bevelepaent
6 Tranopezd (quipasat N1 1.8 - - - - - - - - - - - «
7) Rachimezy snd sther
squipnen 960 38,0 - - - - - - - - - - - .
0) Bresding steck drought
animale stes 0,2 - - - - - - - - - - - -
2, A28 Lankp (Millien Rupses)
Tined ital .
ot ?’:::‘t.:. g 2290 2479 2748 2979 3840 4378 4147
2) Residential "““""l 931  41.4 1043 42,1 1216 45,2 1288 43,1, 1270 3%,y 1646 6.9 1686 6.3
3) Nen-zooidentisl Bldg.
4 tzyetion o |
' g:::tt::::'-u:.. nave 398 17.6 444 1T.9 456 16.8 (1)} 26.0 877 16.4 613 3.7 673 14,9
ot ond
» ::::O‘ut ::Totahul 170 7.6 224 9.0 220 8.0 107 10,3 9 117 24 11.7 464 10,0
doevelepasm,
6) Tranepexs equipment i [ 1% ] 297 10,4 234 0.6 h 11 ] 11.9 407 11,8 823 1.7 663 14.7
T} Rachime:y and sther 862 23,0 0% 20,3 619 22.6 I 17,8 893 28,3 1249 26,1 1162 8,0
squipasns
8) Breading ) ‘ack, drought - - - - - - - - - - - - - -
eaimale otc,
3. Thallang (Willien Bhat)
1) 6zaes Fixed Capitsl 27172 346017 44244 39109 60030 77410 94190
formation,
2) Residential building 4033 12,3 4600 13.3 6262 14,12 8612 4.6 7710 21,2 279 12,0 12031 12.8
3) Nen-residential Bldg 8620 17.1 8146 14,9 3383 12,2 0042 13,0 13176 19,1 16040 20,7 191%0 0.4
4) Dshax asnstiruction sxcept
lend smwsf improvement 877F 17,6 4073 17,95 46018 13,6 3243 8.8 8071 T.4 7931 10,2 w620 9.2
3) Land imprevemans L plan-
tation orchard dev, L L} 2.9 [ 3RY 243 1327 3.0 2456 4,2 43%) 6.7 5009 7.5 72716 Ta7
6) Transport equipment 4838 14,9 35332 19.4 0609 19,6 10199 1T.6 12904 18,9 13322 172 18372 164D
T) Mechine § other oquip, 11347 35,2 22837 36,5 163353 3I7.4 253537 43,2 25700 37,8 28001 32.% 21709 .7
8) Bresding Stock drought - - - - - - - - - - - - - -
snimale oto,
Seurces U.N, Natinnel Incoms Acosuntss, 1970, Vol, ]




§ross fix t a i d
{Rupeas Million)

31. 1965 | 1970 § 1971 § 1972 | 1973 § 1974 | 1978 § 1976 { 1977 1978 | 1979

Noa i A i

38 W 1043 2359 2140 2206 2492 2972 3699  4%95 5035 8521 13246
a) Govt, & Public Enterprises ary 570 493 527 890 811 10°8 1631 1542 3077 k). [}
b) Public Corporatien 150 481 367 319 304 342 426 500 861 2056 9437
c) Private Seator 514 1388 1280 1370 1999 1019 2178 2376 2632 kk] ]

2. changes 4n Jtagk -30 230 2580 432 k1] 763 44) k[ B} 224 h k] 231
a) Govt. & Publin Entexrpriases 24 3 243 kD& ¢4 663 408 kh}) 3 =354 -65
b) Public Corporation =54 192 18 119 -29 100 3 =30 -89 386 346
¢) Private Sector

3 . ation P - 1769 1647 1689 1903 2181 2604 2964 3493 3444 9487
b 23 e Torsazgtinn
Plenting, Replanting and
Land Developasnt - 96 111 i12 111 9e iCé6 2 93 157 201
Building & other censtruction - 933 993 927 1029 1334 1304 1547 1637 2213 3833
Plants end Hachinery - 222 287 237 a7y 200 518 654 044 1551 2287
Trenspert ELquipment - 245 i1 278 245 279 3383 263 461 926 1970
Other Capital gcode - 133 es 13¢ 139 2%0 323 kLK) 456 597 1146

Seuxce: BDank of Ceylen Raport for 1979 snd sarlier issuves,

e



Bengladesh 3hil
Sanctioned end

B

sburssd, Loens Dutetanding Ovevrduss

Iable XI

Bank, Locsl end Forsign Loans,

Lk L2

(Taka Cxroxas)

TUMT VINEVIURSY ‘ giii Jdiebuz 8e
Pubile Private ubiie rivate Eue- ri- ub=iPri- TPub=l Pri-
Loans !l’uuga Leens ereign jLecal Fersign |Lecel jForeign | 1lic fvatefTetalflic fvatefTotaullllc vate
‘T““%“?MWW HEBVEBESUE NS TE DV
17-22=-T2
teo - - 0.10 - - - - - 87,10 = - 16,17 S 23
J0=6-T2
197272 0.99 » 0,69 - 0.49 - 0.30 - 49,9l - - 27.37 10 26
(0.79)
197374 1,29 5,40 8.40 D.29 0,29 - 0,38 0,10 43,95 « - 37.2% 14 116
(2.28) (1.39) (0,78) (0.69)
1974-78 8,22 17.26 1,48 2,96 .80 0.28 0426 2.12 - ~ 59,36 - = 48,82 11 88
(7.30) (22.,56) (2.04) (3.29) (1.66) (0.01) (2430)
9
1978-16 - 0,62  1.79  4.09 0466 2,51 0,59  5.02 46,89 13.11 60.0 52,90 o ,$8°%¢ T3
(23.,10) (4,6)) (T.24) (2.32) (2.79) {1.80) (T432) ¢
1976-77 - 2.48 6.7€ 1l.i9 1,49 1.089 0.0 1,05 81,680 18,13 99,01 13.8710 ‘34.55 2 125
(25,66) (11,39) (18.%3) (3,8)) (4,60) (1.83) (0.37) ¢
1977=-70 - $.31 12.99 21,83 6.09 3.1 0.91 0,81 87,83 26,80 114,63 6,26 23,99 2 199
(30,07} (24.38) (4C.C6) (9.90) (9.43) (2.44) (5.18) 15,74
1978-79 - 0.82 26,30 22,99 12,60 15,39 - 0.15 81,88 84,54 1136.3)1 16,80 34,26 1 1l
(31,79) (50,78) (63.08) (22.,50) (23.,04) (24,40) (9.31) 17.47
197980 - 6.62 23,00 36,35 1T.46 6,79 0,38 - 02.69 74.07 186.76 24,97 50,3} 244
(38,41) (73.76¢) (99.4u) (39.96) (30.,63) (2.10) (9.31) 25,36

Maxch ending.

Seurces Resume of the ... /Aties of the Financial Institutions 4in Bangladesh, 1979-80
Minietry of Finunze, Lavernment of ths Psopie's Republic of Bangladesh,



lable XII

Aangladesh Jhilpe Rin Sencatha, Local ¢ _Foxsign hoans sapciigned & disbursed, Loane Qutetending & Qyerduas
(laka L gxes)
%Lgnmﬁfuumﬂlnnkn}_____.*ﬁrlxnu¢t____._ﬂn;_nifnuudnastnn
WWL ublie :ri- Totel; Publioc Prive- Total ;Public | Private
EE—— h: vy -
i | ) —
197273 4,11 0,55 0.02 0.1 1.3 o 0.92 = 61426 6u56 67,802 22.07 .43 25,50 o 2
1973-T4 0456 0e13 0458 0.14 1,81 0,37 0,05 0,04 61,94 3,92 57,86 29,11 3.96 23,09 11 21
(4,73) (0.60) ‘0.‘0’ (0,9%) {(3.,18) (0.,37) (0.,07) (0.,04)
197478 - 0093 0,66 2.1% 1.6 0028  0o01 99450  9.37 108487 72,66 6450 T9.16 1 23
(1.61) (1.26)(3.10) (4.76) (0.37) (0.35) (0308) -
197576 10,37 D622 8,26 D413 0,03 0,15 0012 112,13 30,47 122,60 31,64 08,40 40,04 £ Q2
(11,98)(1.48) (11,36) (4,91) (0,40) (0.50) (0.97) '
197677 1435 1,07 22,44 - 1602 0,60 3,33 121426 19,51 140,71 23.42 12,10 235,32 42 42 |
(13,33)(2,85)(308.00) (4.91) (31.42) (1,10) (4,30)
1977=-78 6,84 2,71 34,82 3,28 4,17 0,97 2,54 128,05 23514 151,99 2T.46 16,98 44,44 2 46
(20,371 (5.26)(73.62) (8.19) (5.39) (2.07) (6.84)
1976-79 0.83 14,57 32,07 9,28 2,51 10,07 135,93 36,33 172.26 7.9 1,26 9,20 1 147
(21.0) (19.83) (108,68) (=) (14.87)(4.58) (16.88)
1979-80¢ - 83,96 44,8 - 0s90 16011 10417 855,22 21485 T6.TT 66,32 24,53 90,085 2 236

(T3.79)(250,12) =  (15.77)(20.69)(27.02)

*March Ending,

Seurce: Resume of the Activities of the Fimencial Institutions in Bangledesh, 1979-80,
Ministzy of Finaenca Gevt, of the Psople’s Republic of B-ngledesh,



Il“. X!

d Ll
As on J0th Juns ‘MLl ")
____].}Rf { 19 1 9711 13 19719 -
Commnit-fOutsta-jCoumit=-flutota-]Comnit=fOutate-Commit-JOutata-jCommit-f0utatany Commit- | Uutetend-
Py |_nding | - [ ted | 1T DR
1 2 i 1 ' 10 FEY 12 13
1) food 2088 1278 2717 1038 2388 1937 3068 24193 $381 3891 8330 5654
2) Yobascee 7 70 [} a7 [} ] 18 - - - - - -
3) Textiles sooo 4339 13796 $T18 14628 1206 9523 7002 7137 6292 7699 1486
4) vWoed and Woed
preductse. "7 94 284 189 607 234 647 523 1070 666 2017 1552
5) :;:;:c::‘ POPET 359 192 3688 1042 11127 4038 11127 8770 11832 10640 11568 10927
Printing end
Publishing
6) Chemical and A1) Joe 3%0 262 4414 16 6316 1548 6319 4188 6511 5138
Chhemic el preduct
T} Rubber Product 4590 5963 4262 4174 2808 2508 2726 2346 2726 1704 6867 1841
?) Nen-astalis mine-
ral pre.ucte 2044 704 4301 2217 12119 4680 31408 108998 3477 19643 349022 213376 !
9) Metal products 08401 1473 9456 3082 9812 5703 1086 9101 7850 6638 1032 T332 A
10) Machinexy - - - - - - - - - - - - |
11) Eleotrdcel
Machinery snd 133 107 130 ” 218 124 187 134 1:8 a0 - -
Apparsl
12) Others 1% [ 1) 287 243 276 224 276 1088 227 162 2023 87¢
Total 26340 22633 39432 20700 30438 27086 11662 42222 JAI42 AIRI.  AkA&R sun
2. Jzaneaext A _3tarass’
1) Losn Sranspur- 627 463 44 680 976 158 1102 199 206 609 1568 1.629
tation
2) Naritime 3664 2417 9822 8766 17378 12233 22893
,) Stot.g. - ‘- - - an - - - - - - -
Tetel 4230 2900 ARSSE S646 20371 L3000 23923 j9432 2113 20430 23204 Ll863
3. Hotels 2679 2188 2089 2458 20898 2524 3718 20896 4122 J62M 8169 45354
4, Othere 12 8 12 8 218 199 61%1 4512 6151 4544 6150 2494
Totai 3322 X108 £3019 230022 198371 42029 JAAA26 62260 AQ2I66 82600 L3300 10194
Sources Operastione of Bapinde 1 Annual Reports.




” (Hillion M §)
133 1 19]
l"du.try —-—L %ﬁ j 1 19 .——
1 2. 13 4 , [} 'gﬂ"’ F¥Y 12 L"{E""'Jgﬂf )

-

1. Food, Beversges, Tobecco 88  T.8 109 17.5 118 22,3 102 27,2 108 27,6 106  27.2 115 33.6
2. Textiles & Weering Apperel 66 34,1 T3 39T 76 49,2 T0 50,9 60 46,4 61 as.l 61 36,3
3. Wood products ' 7T 30.0 114 28,9 123 31,4 101 20.6 91 2%0 T 21.2 69 20,1
4, Painting & Publishing 76 6,0 @3 6,9 94 T.,1 62 7.5 130 6.1 90 8.6 74 6o
S. Chemical & Chemical Preducts 83 22,8 92 0.6 90 29,6 TL 26.3 62 27.6 713 29,9 (1] 24,1
6. Rubber Preducts 37 T.4 39 10,7 33 10,9 30 10.6 27 12.2 26 12.1 30 14,8
7. Non-mettalic Minura)! Products n 6,3 41 Te9 42 11.0 40 13.8 24 12,1 32 11,2 n 15,9
8, Basic Metal and Keta) % 17T 23.6 84 23.6 TO 23,6 % 28,2 °2 29,3 s9 14,0 71 13.4 ‘
9. Machinery & Trenspert equipment 33 10,0 3 10,3 78 13,8 43 10,9 46 $.2 10 22,5 T2 20.0
10, Others 29 2.9 14 2.2 21 6.9 22 1.3 46 S.2 20 3.5 25 6.2
11, Tetal 621 150.6 T16 180.3 738 205.5 637 202.0 603 200.9 578 186.2 637 190.5
12, Non-asnufegturing 3 0,9 43 12.1 3s 10,2 66 20.4 30 18,3 31 18,5 40 1T.7
13, Grand Total 656 159,35 T61 192.4 TT3 2185.7 703 222.4 633 219,2 609 204,.7 677 200.2
14, Approved during the yesr - = - - 166 81,2 127 40,0 - - 171 0.4 252 122 .2

Seurce: Bunk Nagaras Malaysia, different issuce.



— ($ Mallion) — -
ere ve Ny Securivies snture/

E’f—“’*‘"’i-f.: rasce | tooe | 1000 | Leoefpiave: Thecess | mnaenoe | Losn Stes

T T . T - ¥ U ) § 1 -

1967 480.0 50.5 423.3 2246 22,6 22,2 Q4 =

1969 430.0 82,7 3773 7S.8  T5.8  30.6 4.2 41,2

1970 395.0 6.9 308.) T6.3 76%3 14,8 171 42,6 - 1.8

1971 €33.0 aT.7 847.3 48,0 45,0 6.2 8.8 36,0 - -

1972 1045,0 260,6 784.4 85,9 85,9 21.0 6.7 20,2 - - 9.0

1973 11838 242.9 910.1 TTT 2344 0.3 46,0 - - - -

1974 950,0  229.5 720.3 85.6 32,0 4.1 49.8 - - - -

19T 1092,0  178.7  916.) 7660 76,0 18,2 = 948 - - 48.3

1976 1817.0 511.J 1306.0 51.5 51,5 - 16,8 22,0 10.7 - -

1977 2050,0 254,121 1795,.9 119.8 21.8 21,8 - 94,2 3.8 - -

1978 19330 504,0 1429,.0 99.2 9.2 S1.0 2.4 24,5 20,5 - -

1979 3150,0 643,0 23%07.9 410, 9 210,9% 1.7 - 143,.4 65.80 - -

Dank Negara Malaysia, March/Juns Quarterly Economie Bulletin.




Jable XVI
1 L4 2 and _Sinospere and Kuala bumoux Stock Exchanase

=y X Px, Yioa Pollars HUDDET lodusiriala
clumelygiue VelumsjValusiVolume]vValueliVolume]Value] volvme VaiuejVolume [VeluelVelume|Vaelusl! vVolume u'“'

S S S S S S R SO T A S O U B N V- ¥ T — T —
- 259,.6 419.T7 NA NA 36.9 22,1 4,7 22,8 2.9 A4 1.7 2.4 - HA 214,2 369.0
1569 58648 11386 31,4 35,7 45.3 335 2.0 6.1 4.6 6.1 OGeT 0.8 9.4 116 4934 1044.8
1970 545,98 T46.7 19,0 17.6 16.4 11l,.6 2.2 602 4.6 6.8 0.6 1.1 4,6 4,65 405.4 ©99.2
1974 391,0 722,2 3i.9 48,6 T2.9 TGe9 130.4 10.6 32,1 88.0 6.9 16.5 Ted 13,2 236.Y 512.4
1978 61T.4 1308,7 53.8 53,0 69.% 733 2.0 34,2 24,9 32,5 10.2 19.4 8.3 13,6 429,2 1077.7
_576¢ 432,4 1010,.8 13,6 18.1 21.7 23.4 5.8 11.6 36.8 49%.1 1.8 10.6 11.8 15,2 337.8 8a8z,?
LeTY 598.,0 1047.5 0.6 0.5 130.1 40,3 13,8 57.7 4T.T Tl.6 3.7 14,28 30,1 43.8 470,43 819.4
1978 1107.2 23239.0 45,8 517 TIe§ 123061 T1eT 179.2 105,22 135,23 65.1 156,5 19.7 39,0 T2%.3 1747 .4
1979 637,80 1641,2 24,3 23,7 27.2 50,5 32,3 135.4 8l.2 252,33 50,1 113,3 16,1 45,0 406,414 1017 @

P ]

Benk Negara Malaysis, March / June 1980,




1. 5 dan 1o ,. AN Eanloment nofenfial THop T
No. Catagory Agozoyalslfan ctegFonreyalal Lor 1Y
\STRILSTRIIOTRRLOTS TRLTRIRSTONLIOIA 19T I E!u_
1, Feed, Deversges b 1 b - 2 20 2 - 8§ 20 s - -1 k1) .14 -
end Tobacco
2. Taxtiles, ¥Wearing
Apparel & Lsather 1 18 20 9 621 8344 T3 126 914 609 182 100 14,1301 7,837 23,662 2,769
Products
., Wood esnd Woed
Producte {4includ- - 1 - - - l - - - 1 - - - 43 - -
ing Juriture)
4, Paper & Papor 1 1 - - (4 3 - - | 5 - - 222 183 - -
teodeeste
: ‘nericeli, Patrelsum,
che.4 heibDer and 1 2 k | - 47 24 22 - 78 4 37 - 9,60) 1,061 T4C -
»izatic Products
6. Nen-matallio mine-
rals Producte 2 2 - 2 497 61 - 388 583 (Y ] - 426 832 137 - 655
(except Petroleum
and Zoal)
. Bgel~ W-23) Producte =« - - - - - - - - - - - - - - -
& Ffabricsuteo Metal
Producte ana Transe 3 1 1 1 10 91 9 ] 16 1939% 9 13 555 1,589 398 275
port souipment
>. Products., Neboea, ) L 4 - 19 27 16 - 2% 50 30 - 848 1,911 689 -
Tot.l 852 Kk 29 12 1,202 771 122 S22 1625 1041 263 619 26,495 13,169 15,542 3,719
Source: Greater Celombo Economic Commission @ - (Re, An)




Iable XVIII

d -
3= nsjuunn-»
- L —
3 1

1. Food, Baveraege =nd - 6 109 103 - 31T &8 61 = 77 99 103 -~ 292 23182 1283

Tabaegco
2. Toxtiles, Wearing

Appearsl and Leathex 1 29 13)° 9958 20 261 36 148 kB § 608 454 504 14137 6749 20122 17546

Preductse.
3. Woed end Woed Producte

(ineluding Furniture) - - 184 (1] - - 198 18 - - 200 21 - - 1535 -
4, Peper and Paper

Producte - 3 - - - 3 - - - 12 462 2168
5., Chomicals, Pstreleun,

Coal, Rubber end 11 7 47 232 a4 ¢ 1N 53 36 78 179 74 528 428 7092 2636

Plastiag Pxoducte
6. Non~astalic Minexsl

Producte {(except i b 12% 128 9 4 16 19 21 12 z1 45 T4 116 2262 4281

Patreloum & Ceal)
’. n.'ic ﬂ.t.l Products - - - - - - - - - - - - - -
8, Febricated Metal Preducts

Machicsry and Trensport

squipaent 2 9 304 286 21 41 9 54 3 97 103 123 2342 678 9120 4217
9. Manufectured products

NeCe By - [ - 18 - 8 - 2 - 10 - -] - 49 - 286

Totel 21 61 2383 1802 T4 et 849 385 121 971 1061 415 2388 9216 43313 32617
Source: Fexeign lnvestment Advisery Committee (FIAC)
Lessl Investment Adivecry Committes (LIAC)



Iakle XIX

Leane fquity Investmens in Capital Re ent recelved otel Loans end
Your _azanted  { dovelgomant Protest [ P dusins she saziad. . | souitise

196458 4778 1300 209 27497

1965-66 3728 200 3598 ragrel

1966=-87 36293 1000 28317 29612

1967-68 3042 - 3204 29370

1968-69 11847 1100 46760 37339

196970 239246 1250 3426 58089

1970=-71 16509 500 4941 71237

19T1-T2 6572 - 7140 70669 |
1972-73 3478 - 7719 66368 ‘-
1973-~T4 11138 2300 11238 686798 !
197478 NA - - -

197576 - - - -

1976=-17 - - - -

Sources Annual Repord of Central Bank of Ceyleon (upto 1973)




Assate and Lisbilities of Indystxial Finance Coxpoxstign of Thailand
(Million Baht)
__.__rAl.l.l*l— . ] “fax ney
RS e I 7 O O 0 Lk S
of '.2g2 ‘1‘2;“‘:i.. of K"‘IB“D ADB §pen- ! of lcol. l 4 *
b _Coled mark §Japen § 18 .}

1966 131 2 183 85,62 16 20 - - - 36 23,53

1967 210 - 228 92,11 36 21 - - - 57 25.00

1968 257 - 322 719.81 - - 84 15 70 169 52,48 50 15 15 - - a0 24,04

1969 320 Neg 400 60.00 = - 83 15 80 178 44,50 60 10 6y - - 139 34,75
1970 mn » 439 84,9 - - 82 18 80 177 40,32 ) 4 104 - - 171 3. 95

1971 464 . $82 79,73 = 22 81 18 60 198 64,02 66 1 160 - - 227 39.00 .
1972 583 " 698 83.81 - 119 60 18 80 294 42,12 54 - 178 2 - 234 38,52 :
1973 601 " T69 78,18 - 154 78 15 60 2327 42.5%2 48 - 133 5 - 206 26,79 !
1974 91) * 1062 63,97 - 234 192 1% 00 521 49,06 45 = 143 10 719 280 26,57
1975 1333 8 1378 90,19 - 297 187 13 00 579 39.17 63 150 104 19 22% 5T 38.63

1976 1633 27 1993 81.94 20 269 186 14 230 T19 36,08 T4 177 219 23 293 346 42,45

1977 1646 50 2047 @0.41 17 188 182 13 230 630 30,28 87 167 217 22 323 870 42,56

1978 1904 66 2477 T6.87 14 102 178 12 150 485 18,41 88 234 359 25 406 1112 44,89

Sources Annual Repoxt of Bank of Theilend, 1978 snd sarlier issues.



g4 - srcig¢) Jank Loans by Purcoese
AS Tae % As % As % As % Tas X 1 fas £ 1T~ The X
19704 of 1971! of 19728 aof 1973 of 1974 of 1975 } of | 1976 lI:: P 1977 ) of N
I g 2 T D W . LTI Y S T T - T A
1, Agriculturs 637 2.28 T43 2,34 71 2.18 991 1,23 1308 1,90 2824 J.4) 4212 4,28 634) 5.16
2, Mining 400 a. 49 427 1,3$ 419 1,17 468 0,91 542 0.79 (4] 073 1116 l1.16 668 0.9%4
3, Manufaecture 4352 15,41 5161 16,20 3687 15,87 083580 16,30 12703 18,55 16479 19,88 17586 14,25 23846 19,92
4, Censtruction 1596 $.65 1771 S5.58 2151 6.00 2600 5,08 3251 4.T2 3823 4,61 4373 4.5, 6004 4.89
S. Real Estaie 1717 6.08 1620 Seil 1848 S.16 2412 4,70 3278  4.76 3303 4,00 23653 4,/9 2J842 3,13
6. lmport 6058 21.46 6007 1v.94 6258 17,46 9138 17,82 12304 17,88 12°.7 15,05 13368 13,87 15585 12.69
7. Export 2794 9,90 3152 9,94 3323 9,27 4887 9,53 08012 11,64 10i02 12,20 12529 18,00 63119 10.68
8. Whele sale/
Retail Trade 6038 21.39 7229 22,00 8226 22,93 12215 23,82 13559 19,72 16175 19.51 20813 21,60 28130 22,91 '
9, Public Utility 324 1,15 474 1,49 088 1,08 605 1.18 794 1.15 920 1.11 1306 1,36 2651 2.14
10.Ba=<ing and ether
Finencial insti- 619 2,19 813 2,56 1606 4,48 2802 5.46 4744 §,89 538G 6.50 5847 6,07 7017 5.71
tutions,
11, Service 1527 S.41 1969 6.21 2074 S.T9 2318 4,52 2079 4,47 23542 4,27 4067 4 22 5426 4,42
l12.,Persoennesl (on-
sultatione 2155  T.63 2323 T.33 3086 8,61 4458 8,69 5153 7,49 T04/ 8.50 7580 7.86 10756 8.27
13,0thers 9 0,03 23 0,07 10 0,03 31 0,06 21 0.03 52 0,06 1y 0,02 4% 0,04
14, Total 20234 31710 38546 31291 60816 82899 96377 122810

* Sources Annual Report by Bank

* Thailand, 1978, and sarliex issuse,




Tahla ¥XIT
P

Indus ntee n
Sl. i t
™ Industry 1978 9 ) 1978 1578
i. Rice Milling 2 s1 202,000 6,327,045

2. Light Enginmesring Industries 15 101 319,065 3,705,997
3. Bricks end Other building

materiasls 13 13 68,700 1,304,25C
4, Repdymalis gezeents, Batik,

Handloom, carpets stce 10 40 201,225y 952,79%
5. Rubber Basasd Products 3 3 163,920 145,567
6., Fostwear and other leaths:

products 2 7 16,500 216,150
7. Jaggery and Sugsrcens bassd

products 14 6 447,775 109,047
8. Furniture «nd other wood

products 6 11 70.606 229,940

9. Fibre and Fibre based prcducts 3 14 102,245 352,465
10, Stetionesry and other paper

productse K} 12 52,6869 413,358
11, Foed and Besverages 1l 8 7,300 282,850
12, Vsgetable Dils 1l 5 40,000 88,910
13. Paints, Polish, Varnish stc - 3 - 209,600
14, Spers parts for radies, bicycle 3 13 133,180 816,792
15, Seap and other toilet rasquisite 2 22 21,800 295,775
16. Handicrefts and toys - 16 - 184,830
17, Cigers and Beeai 1 -] 8,000 32,500
18, Fishing boets end inlend

fisheries 1 b4 16,200 11,000
15. Jewsllery snd gems 2 4 12,110 56,850
20. Others 2 6 67,240 385,917

Total 86 506 2,010,410° 16,122,642°

(a) Inclusive of 7 marketing loans emounting to Re, 104,256
(b) Inclusive of 14 marksting losns amounting te Re.167,0862




Iable XXITI

1 ] s ad ¥ithdrawala
(1964-76)

r¢-c-1 Applications Approvals In-acqunto " Othex vWithdrawals in process

sar 8
i T TW WY N YW T W Y Y Ty T
1964 1212 26,039 12 2,439 J2 8,600 20 ’ 8,008 8 2,170 41 4,946
1968 123 38,672 49 11,049 24 6,806 T 2,173 4 693 39 18,951
1966 13 44,926 70 15,667 [ 1,950 8 2,620 9 3,100 38 18,151
1967 191 55,498 86 22,023 54 11,883 8 2,300 8 2,339 kL 11,328
1968 219 67,513 112 26,257 16 4,290 10 [ 1] 4 415 78 24,088
1969 219 71,411 119 31,656 28 7,858 13 3,908 T 3,164 52 16,095
1970 199 67,616 114 26,338 20 10,837 5 1,785 6 1,764 46 16,661
1971 149 83,289 67 16,554 20 6,776 7 3,014 10 3,220 45 14,568
1972 167 57,638 79 21,678 11 4,365 (3 2,130 e 2,940 8) 21,701
1973 165 65,149 50 16,229 13 4,830 15 5,800 31 10,832 48 21,723
1974 117 58,130 43 14,917 40 19,442 2 1,500 2 200 3o 15,280
1978 118 82,655 T2 28,675 21 11,530 - - 6 4,400 46 26,265
1976 107 69,050 60 60,290 - - - - - - - -

Totel 2,023 758,726 %41 293,792 2301 101,185 109 36,403 103 35,238 581 209,757

Scuzces SIFC




AL/

1able XX1V

Finansing eof Present Tetel Caepital by Size of Emploment

eand Source of Financs

— (Ihousand Pex Cept)
~P
Source of finence Shan a9 10-19 | 20-49 | 50-99  1100-199 | 200 & over Total
v Leiital zz: 139 114 200 uas 152,867 55,006 :15 638,372
‘e 18%% (13.8 (6d.8 sk.s) (01 (ata (61.5)
Frie~ds, reletives 3,248 10,163 9,976 10,792 1,000 10,100 65,248
share socisties (4,9) (6.3) 5.4) (3.9) (0.8) (8,3) (0.3)
Monsy Lendere ozo 4,602 748 70100 200 - 10,748
¢! (2.9) (0,3) (2,6) (0.3) (1.8)
~ 1:2&ia20d Sources 9,269 14,040 723 loz 1,200 10,160 83,996
(12.9) (9.2) Y3 1ets (3.0) (0.£) (8.1)
Lommerciai Danke ’,292 28,098 374 04, 943 64,113 ozo 313,788
(11.6)  (af.9 i i.n eI Y 3¢ (30.4)
Orgenised Sources 0,292 o’s 37 11 64,11) oxl 315,758
Taentee ¥e (11.6) f ‘.(i i.x) (si.9) 1 3¢ (38.4)
Yotal 73,780 162,117 275,332 121,199 119,883 1,028,122
' (100.0) (100.,0) So.v, (100.0) (180.0) “(186.0) *“(100.0)

Sources ABIPA Resserch Pzojest Velume 1 3 Nain Repers,




I.hl. XXxv
1FQ 0 f 4o
FyY ' Approvel Working Capital Lend Building Con=- I_g;:;::;;{g‘ Dthexs

A oo T amount 1 2mount T X MWWML{.
1964 12 2,439 1,200 49,9 WS 1.6 ase 14.7 630 2642 S0 2.1
196% 49 11,049 4,209 28,0 370 3.4 1,914 17,3 4,261 30,6 318 1.9
1966 70 15,668 5,393 34.4 346 2,2 2,965 10.9 6,331 40.4 632 4,0
1967 86 22,021 5,136 23.3 1,444 6.6 5,175 23.4 9,211 42.1 995 4.5
1968 112 26,256 6,127 23.3 626 2.4 4,380 16.7 13,909 52,0 1,214 4.6
13€0 119 31,656 3,666 17.9 1,999 6.3 9,540 30,1 13,093 41.4 1,348 4.3
1970 114 26,387 3,742 14,2 807 3.1 9,178 34,8 11,117 42,4 1,561 5,7
18T 67 18,559 2,363 12.7 693 3.7 5,115 27.6 9,948 53,6 436 2.4 '
1972 79 21,678 3,223 14.9 1,01y 8.0 7,301 34,1 8,912 41.1 1,083 5.0
1973 58 16,227 2,042 12.6 674 4,2 6,307 38,9 6,386 39,4 819 5.0
e 4 14,917 1,603 10,2 328 2.2 6,388 42,8 6,404 42,9 200 1.3
yore 72 20,674 3,928 13.7 2,216 8.1. 12,980 45,3 0,658 30,2 795 2.8
1976 60 26,290 2,649 10.1 2,332 8.9 8,608 32,7 12,204 A6.7 420 1.6
1977 83 46,202 3,258 7.0 2,830 6.1 10.700 23,2 29,077 62.9 340 0.7

Sources SIfO



I ‘I XVl

Luzksnt Ascounis. Relsnss invesiment Flows

(us § Millian)
1310 J¥IL T 1%y 1 _a811 1 2914 1 A9713 1314 | 8
D\ P i T | 4 13 L y L1 [] ) 0
Aanaladesh
1. Current Ascounts Zalance - - - «2364) -474,9 ~370,8 299, -204,08
2. Mreat Investa: nt (Net) - - - - - - - -
3, Leng torm cespite. - - - 114.4 3.2 876.2 322,0 30.0
4, Other Capital net - - - «3l,.l 4,0 =-10,7 %8 -41,7
3. Chengee in Ressrves - - - -10.4 -18.0 a.é 1.4 -15.0
‘. an
iebureed - - - 2.0 el.8 102,.0 25%,4 290.4
Undisbursed - - - S.4 35,8 101,7 1624 394 .6
dndonssia
1. Current Aecounte Belanes «310,0 =372,1 «334,4 -4 75,7 597.7 «1100,8 -909.8 -46,7
2. Dirsat investaent (Nat) 83,0 139%.4 207,.4 15,8 «49,3 476.9 344,0 234,17
3. Long tore capitel 20T.n 237.7 29,1 308,98 84),2 1767.9 1920,0 1296,)
A, Dthor sepital net 32,0 ~6.0 241,0 294,83 «401,7 =1992.4 ~49%1,4 43,7
8. Changes in Reserve -12.7 1.0 -407.1 =339.8 -637.9 037.2 -302.9 -1000.8
s. Wl
1T O 2913.9 4314,9 S128,0 6666. 08 9169.9 11818.0 14484,8 18903,.9
Undishursed 2404,9 33731 4093,0 4900.7 0277.4 0112,.9 9917.9 11400,7
if‘!ffé’:: Acseunte Balenss 8.0 -100,3 247,68 94,9 ~463,8 w444, 4 467.7 418.0
2. Direct lavestment (a8} 94,0 100,3 114,0 1217 5T1,.) 49,7 2799 47748
3. Leng term sapitel 12.0 140.4 206,3 178 0.0 368,98 2344 83,4
4, Other eepitsal net «-00,0 -49.1 «23,9 -120.8 25,3 -207.6 «371.8 -135,2 N
S+ Changes in Reservas -34,0 03,2 40,9 -229.3 ~196,0 «-6),1 -808.2 -311.7
¢ fph)fulgsandine 317.0 138,y |
89.1 4.2 02,0 121.0 220,1 300.3 . 433,
Un:l::::lot 39.0 $30) 60:2 T2.0 06,1 133,89 16,2 20%8,)
!. Turzrent Accounts Balasnce =-37.0 ~32.0 =200 =2:,.0 -132.4 «106.8 - 33 134,090
2, Bireat lavestaant (Net) «0.3 - 0.3 9.4 D.5 143 0.2 - :;.2
3. Leng Term Cepital 30.8 £Teb 40,2 1.3 70.8 9.4 T2.3 0
4, Othen Cepital Net 48,8 ~t,1 14,0 19 45,9 -6.4 - 13,2
3. Changes An Rusexve =17.2 -10.4 -30,08 «28,8 18,2 26.6 -60,0 -209,7
6. Dobs Outetanding ) 1229.8
$24,0 831.% 614,0 680,1 902,) 1003.2 1110, L
et tereed 3167 3944 422.1 404.0 887.3 898.0 302.3 87,0
Ihadlnnd
1. Cuzrent Acoounts Balance «-23,0 =1 T4,9 -57,0 48,8 06,6 ~608,9 «441,0 «~1098,9
2. Mrect Investment {(Net) 43,0 3%.1 60,4 T7.8 180,80 88.2 9.7 106,2
3, Long Term Capital 67,0 41,1 8l.9 2.4 199.6 168.8 234,4 336,2
4, Other Capital Net 98.0 91.3 106.4 186.0 173.2 290,17 208,9% 663,2
5, Changea in Rsserve 82,0 3.0 -211,.7 ~219.4 -47%,0 82.2 -79.9 -10,9
6. Dabs Outstanding ‘ore 2263
i [} 403 53% €33 T2 1122 127)
U.:::::::Ocd 322 360 lae 44) 311 616 822 10%7
] -




[ J
Jabla _AXVI)
Compoeition of Financicl Inflows (Pilatersl, Multilateral
Officiel and Private
ficial [.\1;;.
Bileteral Aultde Dirsct Commorcial
Country / letersl Total Invest- Total Totael
Yagg o [
A 2 3 4 'Y 3
Aanslasesh
19710 - - - - - - - -
1M 9.4 6.0 18.4 - - - - -
1972 199.7 24,1 223,68 0.1 - wied -ls8 -
197 307.8 119,.9 427,71 2.4 8.3 il 4.6
1974 38G6.0 193.0 22,0 2.2 al b 10.0 Teb
1978 76%.8% 300.4 1073.9 - - ~9.9 9.9
1976 335,4 199.0 334,4 - 0.1 - 0.1
(291076}
"-;-:n:u- of (11.1) (20,.9) (99,8) (0.2) («0,2) (0,.4) (0.4) (100.1)
2%a
Lndsnstis
1972 493.1 16.2 509.) 49.4 9.6 ~38.0 20.2
19714 829.6 48,0 874.6 1171 19,6 =10.0 12647
1972 $21,7 89,7 501 ,.4 9.8 €3.7 174.9 70.3
17 $30,9 112,% §T1.7 348,0 41,6 167.2 187.0
1974 896,93 147.6 744, 182,94 30.4 91.4 308.9
1978 600.2 224,0 024.2 1208,9 78,7 430,2 1002.8
1978 799.2 12,6 11910 748,08 30,7 565.9 1613.4
(197076} (43.1) (9.6) (32.7) (29.6) (0,87 (12,0) (47.3) {100.)
Pargsentags of
Tesal !
19710 24,1 20,3 44,4 17,8 de2 e.i 48.4 7
im 42,7 19, 2,0 2.1 1246 12,8 7.0
1972 1140 32.1 103,32 T 0.9 434 106,80 !
1973 80,1 27.7 T7.0 139.2 1.6 7.2 144 .0
1974 2.3 88,2 117.8 112.8 33 28, 14,2
1978 97.1 69.0 168,9 v2.9 3,2 82.1 191,4
1976 T6. 0 (1YY ] 196,38 33.4 17,0 =749 61.)
1910-76)
:.reontogn of (30.6) (21.9) {52,9) (36.7) {0.3) (70,8) (47.9) (100,0)
Toteal
Al _hanks
1970 82.2 8.7 86,9 ~0,9% 0.1 2.7 2,3
im 42,) 7.8 85,0 0.2 0.9 2.1 3.8
1972 §3.1 11.0 64,) 0.1 S.4 «T.1 ~1.6
1973 82,) 31,0 83,3 0.2 8,3 12,4 1.9
1974 93,8 2.7 110,9 6.0 5.0 Ted 19.9
1978 197.2 84,2 28),4 =33.) 0.2 ~30,8 -63.9
1976 111.2 40,0 15,2 0.2 3.9 1244 1.7 i
(1970-76)
Percentage (01.6) (24.6) (106.2) (.3.%) (0.8) (3.4) (-6.1) (100.0)
of Total

Contdens



Table XXVII (Cont.)

1 2 3 4 5 6 yi 8. 9
JIhajland
1970 9.3 32,1 126.4 13.7 10,2 49.4 83,3
1971 60.4 17.6 78,0 7.9 -5.6 -19,6 -17.3
1972 27.8 24.% 52,3 20,7 -3.1 -24,2 - 6,6
1973 26,2 32.5 %e,7 19,8 6,9 121.% 148,2
1974 63,6 43,4 163,7 44,1 -3.9 -6,2 34,0
197% 73.8 8%.7 159.% 18,6 0.1 11,7 30.4
1976 140,1 90,8 230,9 16,4 -8.4 -35%,8 27.8
(1970-76)
Sgrsgnut:qo (46.5) (31,1) (77.5) (13.6) (-0.4) (9.2) (22.4) (100.0) .

Source: Asian Development Bank, Key Indicators of developing Member Countries of ADB,
Volo IX, m.l' April, l9m.










