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INTRODUCTION

Financing, and in particular, equity financing is often
cited as one of the key problems of small and medium-sized enterprises

(S-r‘icgn ) -

For this reason the "Small and Medium-sized Enterprises,
Artisanat" Working Party, which is composed of national officials,
decided to examine the problam of equity financing of S.lM.E. and to
review the solutions which had been implomented or envisaged in the

Member States.

In order to establish a basic documeutation the "Small and
HMedium-sizod Enterprises, Artisanat" Divieion asked the members of the
Working Party to prepare a short report on the cituation in each liember

State on the basis of the attached plan.,

Given the general interast of the subject, it has been
agreed with the members of the Working Party, to circulate the national
reports to all thoss who are intercsted in the subject; these reports

are gathered together in this document.

For pradtical reasons it has only been possible to produce

the document in English and in French.
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1.

SCIEHA_FOR_WATIONAL PAPERS ON RRUITY FIHANGING PROBIMMS OF
SVALTL,_AWD_WEDIUK-STZRD_ENTERPRISES (SMEte)

COMPARISON OF FINANCIAL STRUGCTURES OF SMI'as AND LARGE‘ENTERPRISES
-~ How is typical SME financed? ‘
- How is typical large onterprise financed?

- Are there any significant differences between industrial sootors?
1f so, what are they?

2. SOURCES OF BXTERVAL FQUITY FINANCE FOR SKE's

3.

4'

- What are the main external sources (i.e. other than the original ownors)
of equity financae?

- What is the relative importance of private sector and governmental sector
souraes? :

~ What are the minimum requifements for raising equity finance on the Sto&k
Market?

- How well do existing sources meet the noeds of SHE's?

PISCAL POLICIUES

- What effect does ourrent fiscal policy hava on selffinancing, e.g. the
retention of profitg?

Has i1 been modified %o allow for the effect of inflation?
If so, in what way?

- Does fiscal policy have any effect on the raising of capital?
If so0, in what way? )

¥

Are there any special provisions for SKE!'s?

i

Are there any special provisions for the different legal forms of busineas?

INITIATIVES TO RESOLVE THE PROBLEM

~ What jnitiatives have been taken within the past 5 to 10 years?
How successful have they been?

-~ What new initiatives are currently being examined either within the private
or the governmental sector? :

’

VOTE: By equity we understand share capital and retained profits.

By debt we understand bonds, bank loans (either short, medium or long tora),
irade creditore, bills of exchange, factoring, hire purchase and loaring of
equipment, mortgage loans and sale and loaseback of property.



B.R. DEUTSCHLAND

BELGIQUE/BELGLE

DANMATIC
FRANCE
IRTLAND

ITALIA

© G.D. do LUXEMBOURG
NEDTRLAND

UNITED KINGDOM

(13

"%

(14

1204/111/75 ¢

SOURCES

Bundosministoriun > Wirtschatt

i

Ninistdre doo Clascosn Moyonnoa
Minigterio van Jiddenstand

Handolsministoriot
Miniatéro do 1*'Industric ot.do la Rochorche

Department of Industry and Commorco

Ministore doll®Industria, del Commorcio
ot doll'Artigianato

Ministdre do 1'Econonic Nationala
Ministerie voen Toonomigche Zekon

Dopartment of Inductry






1.

2.

1167/111/75-E

~1 -

NOTE ON PROBLEMS ARISING TN THE FEDERAL REPIBLIC
OF GERMANY IN CONNEGTION WITH THR FOUITY PINANCING
OF SMALL AND MEDIUM~SIZED FNTERPRISTS (S.M.E,)

COMPARISION
- Ag a genoral rule, typical 8.M.E. prefer the self-financing method.

~ ¥sually, large firma arae joint stock companies (Kapitalgesellschafion)

and finance themsolves on the capital markot (shares).

- There aro no signifiocant differences in financing from one branch of

tho economy to another,

SOURCES

- Share purchtes (admission of new partners) is tho major source ol
external equity financing £6r S.M.E. Partners may be ecither active or
aleeping., Tho latter merely contributes to the firm's capital, éither
through a "silent" interest or by taking over a limited partner'a share,
Financing through active participation in general or limited partnerships

is far more usual than silent partnership.

Bquity investmont companies have been involved in financing S,M.E,

in reoent yedars.
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The impaot of this is st¥ill rather insignificant, however, as thero aro seriols
diffioulties preventing more intensivo oxpansion (fear of loss of independencs

on one side, high investment risk on the other).

Equity finanoing is obtained chiefly from private souroecs: e.g. banks, finance
institutions, private individuals, On grounds of orderly managemont, the stz 2to
pursucs a policy of restraint, It does, however, promote the oquity firancing
of §.M.E, through private companies by providing equity guarantecs and ocounter
poouritioes, as it regards this as an offeotive vay of:agsisting S.0LE. Yo holp

themsalvea,

Thoe minimum requirements for setting up a joint-stock oompany (Aktiengesellschaft
are a8 follows (Companiecs®lLad of 6 Septembsr 1965):

* ¥ive individuals as founders,
' Racording and authontication of the articles of association by court or
notary.

Registration and publication in the commeroial register,

Sharcholders! investmonts (mlnimum face valuo of shars: Dif 50) may be in
cash (cash subsoription) or in other assets (non-cash oontrlbutlon)

Minimum registered ocapitals: DM 100,000

Organizationt Board of Management, Supervisory Board, Sharcholders' General
Mceting.

he Roard of Minagement (one or more individuals), vhich is appointed for
a maximum of five yoars by the Supervisory Board, drawa up the annual ‘
statement of accounts and issues an annual report. .

The annual statement of acoounts (balance sheet) must be audited by
independent auditors,

In joint-stook companies (Aktiengesellachaften) covercd by the 1951 Iron
and Steel Co-management Law there is joint oo—management.

ot
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Joint stock oompaniee'(Aktiengeaelleohaften) aré allowed to trade on a stock
exchange at the dimaretion of the governing body of the exchange in question

in ncoordance with the exchange's regulatinns, (There are stock exchanges in
Frankfurt am Main, Munioh, Dilsseldorf, Stuttgart, Hamburg and Berlin).
Admission is by application only. Almost without exception, only the shares
 of tho major publio companies are negotiated on the stock exchanges in Germany.

Basioally, the sources of financing svailable meet the neods of S.M.E,, i.o.,
the supply of nap:tal 15 adequate to satisfy demand, Difficulties, such as
there are, stem from the 8.M.E¥ speoial methods of finanoing, There is often a
spasmodio noed for major, new investments which cannot be financed out of their
otherwise adoquate reserves. However, the capital market is gonerally inacocessibl:

to S.M.E, beoause they are too small,

PISCAL POLICY

For the development of equity oapital business oiroles are continmally asking

for tax concessions in the form of either a partial exomption of retained profits
(investmont reeorve), ‘or better tax reliefs to be granted for investments
(dopreoiation allowanoes). The Governmont has rejeotod such requests so far,

as it regavds them as a breach of the principle of equality of fiscal troatment
and subsidies, possibly leading 1o misinvesiments not justified by the needs |
of the market. . |

‘ .
“'/"'
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~ Por several years after 1948, specific fiscal measures were introduced %o promote
gelf-financing and etimulate the rebuilding of the economy, as the ogpital
market and the supply of oredit were either inadoquate or non-exicient, ‘This

is no longer the case (sesc above), .

Becauso of the pise in prioces (monetary dopreoiation), low and average-income
earners have moved higher up the tax socale (without enjoying a ocorvesponding
incren3n in real purchasing power), The ohief aim of the tax roform whioh
oame into foroe on 1 January. 1975 was to offset this.

- Thore are no speoial provisions for Si¥.E, (see also varagraph 4).

~ Basiocally, the prinoiplé of equalify of is'iscal treatmeni applies to the various
le¢al formo of enterprises, However, mention eho§1d be mado of thé problem
of double taxation of joint-stook ocompanies (Kapitalgesellschaften) (corporation
tax not set against Yhe inoome tax which the shareholders pay on their distributed
profits), ’ E ‘ '

*

4, STEPS TAKEN TO SOLVE THE PROBLEM

- Provision has been made in income tax legislation for prof?ts from the salo °
Afoi~oarinin bueineeaiassets»not to be taxed if théy aro plougned back into the
business within a ocertain period, Thin*ia intendéd'to-mobilize idle assets
and oonvert them into aotive working capital, This is not intended to inorease
working capital as such but to improve capital structure and make it more
‘of ficient and hence mitigate the shortage of equity capital, It oan be
assumed that S.M.E. have benefited’ from this arrangoment,

& *
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-~ As mentioned above, the Governmeni has assisted private equity invesiment
oompanies in an attempt to solve the problem of equity finanoing. For the
reasons already given, this source of finanoing was not very sucoessful at
first, but seems to have boen in greater domand recently, '

- The private seotor (assooiations of S.M.E.) is requesting the foliowing

oonoeasionst

* Tax~free investment reserves through whioh 8,M.E. can save up their ownv
oapital for the purpose of investment (problem of aspurts in investment by .
S.X.E. ).

* "Carry-back" system to supplement the "loss brought forsard" system provided
for in the Inoome Tax lav (eee also paragraph 3).
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REPORT BY TUE PRLGIAN DELEGATION ON THE FINANCING
OF SMALL AND MEDIUM-SIZED ENTERPRISES (SME)

1) COPARISON OF TNE FINANCIAL STHUCTUHES OR SME AND OF LARGE FNTERPRISES

(enerally speaking SME have to raise their cspital from amorg the
membors of the family forming the enterprise, Howsver, the proportion of
people with large fortunes prepared to take risks in the hope of ewventual
profits has greatly decreased, while there has been an inorease in the
mzber of those with smaller incomes seeking security and liquidity for
their investments, and regular returns on their money rather than a large
profit. This makes them prefer fixed-inoome inveastments, particularly
in the form of savings deposits.

The share market is also unfavourably influenced by this state of
affaira. Dut SME have YirmunX}y no acoess to tha capital market. Owing
to its operational end inetitutional shortcomings, this market is not very
aitr@ntive for new businesses seeking to launch themselves independently
of existing companies or groups; this is hardly an encouragement to the
larger of the medium-sized enterprises to make the necessary effort to
trensform themselves into large companies which raise capital by calling
on the savings of the publio.

Ghief among the operaticnal shortocmings are the narrowness of the
market and the existenoe of dominant positions, partioularly where the
demand for capital is concerned. The small number of Ielgian smecurities
admitted to quotation on stock exchanges in the last few yearn, despite
the' growth of a large number of ocoppad.es - of long standing and the
setting up of many new onterprisoa, is symptonatio of the situation. Each
stock exohange has a Quotation Committee ("Comité de la ocote") which
examines appliocations and assesses whether or noi a obmpany should be
‘admitted to or struck from the list of quotations (Chapter II, seotion V
of Title V of the Code de ocommerce).

Aa regarda the institutions, before 1935 mixed banks {"vanques
mixtes") played an important role in finanoing enterprises in Belgium;
they made loans to viable enterprises and then took ahareholdinga which -

(Y3
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were put in the banks® portfolio or placed on the market with, in the
latter case, implioit baockingfrom the bank, which had olosely followed the
enterprise?®s progross, Generally, once the opera.tion had been oompleted
and the profitability of the business was ensured, these banks, known as
merchant banks ('banques d'affairoé'), placed on the market a large
proportion, if not all of their shareboldings, thus freeing capital to
allow them to assist others.

These mixed banks therefore acted as a link between enterprises in
search of funds and savers. There was no doubt as to their usefulness
in this respoot. However, the particularly severe crisis of 1930 led the
Belgian Government {0 prohibit mixed banks. In 1934 tbey were split up
and became respectively deposit banks, which are striotly prohibited from
taking out shareholdings in indusiry, and holding oompanies, which
developed a ‘cendency to establish permanent cqrgtrol over their subsidiaries
rather ithan seek a real turnover of their shareholdings.

As a result, Bolgium unfortunately has no bodies similar to the
 “irvestment banks" to be found in English~speaking oountries.

In its reports of May 1962 ani December 1957, the Govermment Commission
on the problems of financing economic expansicn ("Commission gouvernementale
pour 1*Etude des problémes de Finuncement de 1iExpansion Sconomique®),
known as the De Voghol Commission, admiited the usefulness of = and even -
the noed for = some relxation of current baning regulations, provided, -
however, thet one important problem was setiled, namely the real
_independonce of ‘barks from holding companies.

In the meantime, faced with the growing heed for plant and machinery
generated by the intensive mechanization of industrial enterprises, and
since eelf-finencing did not provide enough equity, there was a widespread
tendenoy for enterprises in Belgium to seek external finanoiﬁg. Howover,
this appreciable expansion of long= and mediumetorm industrial lending
whioh o¢ocurred at the same tims as the decline in the role of equity as
e means of finanoing fixed capital inmvestment = contimes to have an:- .
adverse effect on the solvency ratio of en‘karpﬁ.aes. ot St



Studies carried out in Bolgium have shown that, for industry as a
whole, the medium~ and long-term solvenoy ratio curves are olose to the
maximum borrowing limit of 50/50. The oountry's finanoial authorities,
which remain faithful to the principles of. sound financial management,
toauhof *be dnddffhaient. t6:. this; findings partd cularly. -during perdocs of
economio 'recession.. The abovementiomad® De Voghel Commission has already
~ stressed the point. The effects of all the oredit facilities granted
under the laws to enocourage economio expansion would be wiped out unless
equity is boosted, thus leading to stabilization of the medium~ and
long~term solvency ratio,

It is nevertheless true that the Belgian Government?'s policy on
oredit for the ME is entirely conoentrated, as the title of the Law
of 24 May 1959 itself suggests, on extending access to special oredit for
small business and the self-employed. This Law set up a Cuarantee Mumd
" and the Minister for Small Business and the Self-Employed ("Ministre des
Classes moyennes") may, in oases which he feols are particularly worthwhile,
espeoialfy from & sooial angle, authorige the Func Committee to extend the
Fund's guarantee beyond the limits laid dowm in existing rules and
‘direotives and, if necessary, cover the entire risk. Otherwise, the
Fund guarantee may be granted only if the applicant provides real or
personal guaraniees in respeot of part of the sum borrowed,

The credit institutions specially approved for this purpose have the
power to deoide direotly on the granting of the Fund's guarcniee provided
a number of oonditions are met, notably that the borrower?s own funds are
equivalent to at least 50% of the sum of his madium~ and long-term
borrowing and the oredit requested... The limit is, 25% for borrowers
~ under 35 years of age. In any event, unless prior exemption is granted
by the Minister for Small Business and the Self-Employed, the Fund
guarantee to cover the risk of oredit institutions may not exceed 95% of.
the debit balance outstanding after realization of the guarantees and
exhaustion, in the Fund Commitiee?s view, of all rights of recourse .
a,gainst the debto s assets. :

| Moreover, pursuant to Seotion 9 of the Economio Dxpa.naion Law of 30
December 1970, interest rate reductions granted by the Govemment mw be

e :
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replaced, i'n whole or in part, by an outright oapital grant of equivalent
value to the extent that the soheme assisted is financed from the

enterprisa s own oapital.

Ca 31 July 1975, the above provision was made epplioable to the -
SME in Wallonias future invesiments in Walloon development areas
involving at least 50% of own funds will qualify for a capital grant.
This system enables businesses to qualify for State aid without first
- having to seek a loan.

Nevertheless it should be noted that industry already finances most
of its investments from its own resources and thersfore, without the help
of the capital market (issuing bonds, floating loans, taking up oredits,
' receiving advances, eto.). Botween 1968 and 1971 industry in Flanders
and Wellonia financed almcst two~thirds of its investments from its own
resources. In Brussels this proporition wag as high as 76%. In 1974
Bfrs 72,000 million of the additional capital invested in firms came from
their own resources, as against only Bfrs 46,000 million from other scurces.
There are large variations in the ratio of investments finzroced from
company resources to those firenced from the long~term capital market when
such long=term borrowing is analysed by sub=regions and indusirial seotors‘.

2) SOURCES OF EXTERNAL EQUITY FINANCE FOR SME

In addition to self-financing, there is the ea.pital injeoted through
share purohasea by other enterprisis when the oapital is inoreased. At
the moment thore are virtually no injeotions of capital from the family
 of the head of a business.

Large compenies can issue additibna.l shares with or without rights..
Investment trusis (sociétds de placement) may invest in these issues as
night ‘holdihg companies (sooidtés & portefeuille); but the latier are
interested in gaining oontrol rather than simply spreading the risks.

They only lock for enterprises that are already ‘well established and have

& good profit-earning record. In both oases, this desire for seourity

and profitability oftinvestmonts dimcouraga thon from promoting now ventures,
which obviously present much greater rigks in an economy &h‘eady near
saturation point., o S o v

1See table in Annex 1.



On the other hand, the Société nationale d'Investissement (SNI) and its
subsidiaries, the "sociftés régionales" sét up under the Law of 2 April 1962,
are particularly involved in helping to finance industrial cr cqmmeroial
ventures by providing true risk oapital without undermining the independence
of the enterprises financed. The SNI is a "publio interést" gompany in
which only the Belgian Covermment and "publio interest” finsnoial
institu‘tioria may hold shares. However it has taken the form of a hmted
liability oompany (sociéts anomyma) for all aspects not governed by or
purguant Yo the Law and the artioles of association approved in the latter.
Generally speaking, the SNI is subject to the rules governing commercial
oonpanios as its activities are regarded as being of & commeroial nature.

The té,a.‘lc'of the SNI is to promote, in the interests of the Belgian
econnmy, the establishment, reorganization or extension of private-seotor
enterprisas in the form of private or public limited oompanies o;r
oooperative societies approved by the Oonseil national de la Coopération.
It also aots as a public holding company with powers %o set up on its own
account or help with the msetting up of ooxmnero:.a.l companies, acquire
holdings and interests in such oompanies and help to manage theMessessee

Normally, the SNI may not aoquire shares forming part of the capital
of existing .compenien in whioh it does not already have an ir+erest until
it has consulted the board of the oomparw concarned. If it is a matter
of acquiring or increasing a holding as pert of the functions asgigned to
the SNI, the latter must obtain the prior a.nd explicit approval of the
board of the company concerned. Holdings acquired by the SNI in thie
way arc temporary unless the board has taken a decision to the contrary.

In its role as a public holding company the SNI must,' in reabebt of
certain projects, consult an Investment Committee, the members of which
are appointed by the SNI Board from a dual list of candidatos presented
jointly by thoss organications most representative of the émployars'
interests and by the Conseil supérieur des Classes moyennes (National
Council representing small business and the self-employed). Should this
Commitiee rejeot a project, it ma,y be necessary to obtain the prior
authorization of the Cabinet before going ahead with it.

/0



It was abte ly the SNI's role as a publio holding company whioh was
affected by the changes to ths basio Law of 2 April 1962 (setiting vp the
SNI) made in the Law of 30 March 1976 relating to the organizaiion of
public sector eoonomic initiatives. = The new law guve ‘tha ST authority to
inorease ite capital to Bfrs 9,000 million with Government guarantees.

The private sector, which had previously held some 10% of the share
" ocapitaly no longer has a holding so that the SNI has ceased to be a part
D publioly, part privataly owned oompany. .

, -The 'hxmover of invesiments made by the SNI has proved to be fairly
slows Experisnoe has shown that, as a 1uls, hecada of entorprises which
have received assistance from the SNI, far from being in a position to
buy back the holding muet in many cases seek additional oapital either to
maintain expansion br to finance takeovers. Shares held bty the SNI ocan
be offered to the publio end admitted to quotation on a stock exchange
with the ‘approval of the parties conoerned only in the case of fairly
large enterprises which have a.chieved a fairly high a.nd steady level of
profitability and provided marke'b oo*xditzons are favourable.

From its formation until 30 Saptember 1975, the SNI decided to engéée
in 275 operations involving 176 different oompanies at a total oost of
Bfrs 8,540.8 million. ‘261 of these operations were implemented,
involving a total of Bfrs 6,921.8 million invested in 156 differen't
enterprises.* During the same poried, the SVI relinquished, in full or in

" part, holdirigs in 64 differeént enserprises. The total amount invoived
» was Bfrs 847.1 miilion, with oa.pital gaing over the book value totalling
Bfrs 179 6 million,

\

These resulta were schieved despite the faot that 57% of all the
investments made were in new or reoently-formed entarprises, i.0., m
schemes under waioh it takes quite mome’ime until haldings -oan be | |

relinquished on normal finanoial terms, . L
. - SRCE . . ) 4 R . \,I

L
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In addition, because of its "publio interest" role the SNI has
imrested large sums in SME in spite of the risks attached and the
particularly high cost of this policy. In 1974, it was estimated that

50% of the enterprises financed by the SNI employed fewer than 75 workers ’

although this percentage has tended to decrease more recently. Darding
tho accounting year 19T73/74, 45% of the total workferce of firms
financed by the SNI were employed in enterprises with a labour force of
less than 100 and 75% in enterprises employing fewer than 300. In
1974/75, the first figure had fallen to 43% while the second remsined’

unchanged.,

w13/18 1974/1%

Enterprises emplo m1 ' Pero;g:;grg: total Peroezzigczi‘etotal
Fewer than 50 27.5% 25.6%
Botween 50 and 100 C 17.5% T 17.%
Botween 100 and 200 | 18.8% 19.5%
tween 200 and 300 11.2% 13.4%
Between 300 and 400 ~ o 7.6% 8.5%
Beiween 400 and 500 6.2% 4.9%
More than 500 persons , ' 11.2% 11.0%
| 100, % 100.=%

Looking at the SNI's invesiments from the point of view of the
turnover of the firms assisted, the proportion of enterprises with a

. turnover of more than Bfrs 500 million has inoreased by over 10% in

recent years while there has been a drop of the same size in the
proportion of firms with a turncver of less than Bfrs 50 million. This
trend towards enterprises with a higher turnover is due to a numbei of

factorst an expansion of sales made possible largely by SNI assistance,

1'Ihe table does not inolude newly launched enterprises not yet able to

offer markeiable 2$ods or aewioes nor enterprises in which tho ST
holds less than the oapiial



inflationary price rises, greaier SNI involvement in major qapital-intensiw
projeots of publio and regional value

19%2/13 1913/34 0 19m4/15

Annual Per~  Pore Perw Por- Porw Por~
turncver ceantage  centage centage ccatage  oentage oceniage
in ¥fro of of of of . of cf
million’ number of oapital number of ospital - number of oapital
enter-~ invested enter~ % invested enter= investod

prises - by SNI prisss . by I prises = Dby SNI

Less ' S U

than 50 32,9 23.8 20.5 22.4 22.1. 11.9
Botween ;

50 and 100 9.2 2.5 . 1441 8.9 11.6 8.7
Batween . : , ,
100 and 200 23,7 13.3 29.5 ' 14.7 - 2049 11.2 -
Batween ' BN ,
Between , ,

300 and 400 6.6 ?1.4 .o 9.0 9.1 5.8 4.4
Batween : c

More :than - ..

100.= 100~ '+  100.= 1004«  100.=  $00.=

It would appear, however, that the )reccnt changzes to the
institution made im 1976 are unliksly to affect the SNI's rolicy towards
- SMB. They should be seen rather as a consequence of the end of the boom.
However, in order to extend its.operations even further, ‘to sproad the :
risks and make its operations more effeotive, the SNI has established
‘links with various types of organizetions. Under this policy, waizh it
has been following for & number of vears, the SNI has assistcd in the
setting up of speoielized invaectment and financing undertakings.  For
example, together with the Compagnie Bruxelles-Lambort ag an equal partner
it set up a company specializing in the financing of firms and in
particular ME., Similarly, it has partioipated in establishing specialist
1eas§.ng companies éuch_ a8 Finihvest (for leasing incustrial and commoroial
‘promises and machinery) and Infibel (for leasing industrial installations
and oomputera) 5t111 with the same objeotives in mind, the SNI aoquired

tabl |
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an interest in S.A. IBEL, which was engaged mainly in sea, road and
river transport and in port activities, and also acquired, through
N.V. VIBEM (an associated company), an indireot stake in Cevaert
Photo~Producten F.V. and MEROATOR S.4,, an insurance oompany.

3) FL5GAL POLICY
As fisocal poliocy is the mspousibilita; of the Departmént of Finance

this report mekes only a few comments on points within ite epecifio

800DO ‘

(1) First it should be stressed that there are no taxation provisions
‘ granting SME speocial treatment to help them compete on the market.

(41) Pollowing the Law of 25 June 1973 which, amongst other things,
reformed the corporation tax system, there is no longer any
distinotion between rates of taxation for distributed and
undistrituted profits. (The rate is lowor when taxable profits
amount to less than Bfrs 3 million).

However, distributed profits are again taxed with a few edjustuents
" (practioally at half rate) in the hands of recipiente.

Where the profits of an indtistna.l, commercial or agrmultural
undertaking are taxed under personzl inoome tax arrangzments,
there is no speecial tax system for undistributed profits. Only
the capital gains resulting from the realization of assets may
quanfy for a lower rato of tax. '

(111) Asset revaluation, pariioularly during a period of inflation, does
not benefit from tax exemption except in the ocase of capital gains
obtained or recorded when one or more new activities were brought
into an existing company. or into a oompany to be sectadblished in

. Belgium, subjeot to this ¢ontribution being ;renmnorgted solely
in shares or "parts® }epresenting corporate rights. '

i
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(w), Finally, the pressure exercised on inoomes from industrial and .
oommeroial activities, partioularly the increase in corporation
tax, has a very.discouraging effect on portfolio invesimont and
other risk invesiments in industry. :

On the other hand, under the economio expansion laws, temporary ,
exemption from the property tax (préoompte immobilier) may be

\ 'grémtnd not only in the oase of investment financed from own funds,
but also in the ocase of investment finanosd from borrowed funds.
This exeinption applies even to investments in immovable property

+ made by enterprisea employing fewer than 100 workers and receiving
aid under the Law of 24 May 1959. I+t should be noted that the
period of exemption is sxtended from two to four years if 5% of
the investment is selfe-financed although the two=ysar limit still
avplies if the inveatment is located outside development arcas in
which case there would normally be 1o exemption.

The Boonomio Bxpansion Law of 30 December 1970 also‘ exempés any
contributions of essets to companies having legal personality
from the proportional reégistration tax if these oontributions

(at least Bfrs 3 million). erv for investments which help to oreate
new aotivities and new jobs {at least 10) in develcpmont areas.

Furthermoro, following the adoption of the Law of 29 June 1975,
the profits of any enterprica (oxcept financial and similav
establishments) are exempted fi-om taxes in respect of 15% of
- additional ' funds .inves%éd; in immovable property and business
equiphent in Belgium between 1 July 1975 and 31 Decsmber 1975 and,
pursuant to Seotion 56 of the Law of 30 March 1976 ooncerning -
eoonomis recovery measures, the tax exsmption provided for in the
Law of 29 Junos 1975 is extended to profits for the 1976 ta.atien
Year or, for taxpayers whose acoounts do not conoide with the oivil
- year, for the first acoounting year ending after 30 June 1976, when
these profits have been used to make additional investments in
Belgium between 1 Jamary and 30 June 1976 inolusive.



The same Euonomic Recovery Law of 30 March 1976 also set up a
Solidarity Pund finanoed in part by an exceptional and a temporary levy on
companies, assooiations, ewtablishments or bodies subject to omrporation
tax or the tax on non-residents. However, if the taxpayer oan prove
that he has made investments in tangible or intangible assets in his
enterprise in Belgium during 1976 of more than 110% of the avéraga of his
profits over the period 1972 to 1974 inclusive, the rate of the temporary
spacial solidarity levy is automatiocally reduced by the margin by whioh
investment exoseds the abovementioned figure,

16
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STATISTIOUE ANNUELLE DES INVESTISSEMENTS INDUSTRIELS

Ltablissements en activits occupant 20 personnes ou plus

MHEE 1974 « Valeur (en 1 000 F) ~ Chiffres provisoires

. (1) Les invastissements gsociaux ne constitumt qu'une indicetion &tant donné qu'il n

wne limite exacte entre ces inveatissemsnto et Jes Investissements productife.
(2) Valeur des ventes, des démolitions, dow destructions st dew dénaftactationn,
(3) ¥ compris lea invastisscwmonte soclaux. )

»

¥
»
.

I, Augmentation du capital investi
(T.V.A, déductille exclue)
1
Hachinesy instella~ . tAchats d'irmeubles, de ctis:
tions et véhicules, E;::t:;:c b3tirents existants et f':::::’
neufs et usagis batiments do ‘:::‘:2:’:"”' et Tatal 10¢ faun
at 4'su~ (1)
INDUSTRIES dont véhi-[tras
cules pour louvragses [ dont
les trans-
Total ports A Total te:;;lno
1iexté- bitle
rieur '
Induetriae ertractivee
liout113res et imurs centrales &lectriques,
cokories indépendantes et minfdres, -
fabriques d'agglomérés de houllle ) 229 870 " 620 sv 230 (I i .o 3ie 100 .,
#iridrea, carridren, industries connexes ;
ot exploitation de terrils - 1 056 ouy 105 439 200 162 123 hon 1 307 307 1 378 789 [ 4%}
Total <
Industreies alimentairee et des boimsons « ;
i
Fabriques de conterws deo 1égumas, 1
ronfitureriss at sivoparies 277 B01 16 522 83 609 (3) | .. 361 2% ve
Industrie lattidre 839 563 116 934 hye 156 21 69% ‘ 8 378 1 307 wiu T 7
Industrie du travall des graine 359 J66 10 745 27 89 2™ (3){ . 8¢9 RIG| o
Bculangerira, boulangeries-pitissories, ]
pittsirries , 93986 27 108 2% 382 7 8_16 (3): - 123 s .ot
Induatrie des biscuita, biscottes et 1 C .
+ pains d'éplca . ' 20 898 15 037 35 o018 & 778 (.3)’ o EALI 1] S
Sucreries, raffineries de sucre ot
fabriques de sucre invertd 1218 179 13 358 2ue 91n 1) o078 6 672 1 878 971] € wS8
Indnstrie du chocolat et de la tonfiseris 257 w3 w77 28 678 23 022 (B) . 209 083 ..
. Fabrication d'aliments composés pour ) B ‘
t animaux 557 09 83 122 267 372 16 220 J 01w %0 705 w )t
8rasceries, brassecics-malteries,
miltnries ? 112 582 150 5h9 Twl 037 L 8% 7120 ne 3 1wu 1nn TN
fatres indunteies des bolssons 443 56% 8 J'WV 90 053 39 378 1% 906 573 01% 2 70
Autres industries alimentaires 1 322 %00 178 13 363 9711} . 68 792 13 612 L 755 263} 11 S8
Total )
Induntrie du tabao . 306 589 14 3¢ 177 o848 v 8§74 218 7 e
Induatiries ohimiquas ' . )
Industrie chimique proprement dite "o w11 079 155 778 | L 307 630 %36 518 208 039 | 10 215 227] 70 69
" Industrie du savon, des détergents
de synthdse, des prodults d'entretien, . :
des parfums et produits de beauté 579 007 { - 19 980 ' 552 900 192 188 (D) . 1 32 132 ..
Industrie des produits pharmsceutiques $6% 037 31 o8y 371 282 83 259 .13 628 1 019 818 36 %61}
Total ‘ :
" Industrie du caoutchous 120 €87 19 665 40 008 12 130 (3) . 493 898} o
3 “8
Industrie du bo;’ et du ulgd 1 847 163 307 618 607 394 170 088 . §7 302 3 634 042] 33 ¢ne¢
Industrie du papier
Production du papler et du carton 1 450 o6y 22 110 221 3Isu 103 968 . A 779 don & 22
Trangformation du papler et du carton 677 078 39 0% 199 28 71 3N 10 ash 9e7 6301 7T 8N
Total
Industrie de L'impresoton " 1 882 o008 3 750 544 047 &0 048 16 083 | 1 833 190] 42 390
: Industrie des cuire et peaus €4 029 & 880 "'5“ {3 o 306 802} o

‘est pas toujours possidie de tracer
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; 11X, Amovtiswements pour 1'en~ IV. Financemont des '

! 1. Rédue- semblo du capital invosti inveatissemonts - )

: ’ tion dvy Bitimento Par los Par des

{ capitali Matériel [at gutres . TeRsouUrcen | ressources

; el investi et construc~ Totel propres autres que

s antral (ToVoA.| outidliage tions des entre-jcelies des .

c:;:ue) prises |[entreprises ' INDUSTRILS

A

Induotries extrastivas
. ’ Houllldres et leurs centrales électriques,
) cokerfies indépendantes et minidres, ‘
: v 1001 135,203 | 1 1S5 481 285 ONO | 1 W1 N21| 560 788] 164 332 | fabriques d'agglomérés de houille
Hinldres, carrilres, industries connexes
RO XEL] 173 824 849 056 226 817 | 1 075 673] 1 045 919 3390 718 | et explofitation de terrils .
{&ar 244 J13 737 | 8 ood 837 6§12 757 | 8 617 304 Total
Industrics alimmtaires et dao bolesons
: 3 : . Fedbriquea de conserves de légumes,
' vy o200 24 533 204 495 30 591 238 o086 183 872 177 418 | confitureries et siroperies

ne 63 80 Bl 562 604] ‘104 11y 666 718 931 519 383 112 | industrie laitidre

1

i P N
-

O S . o i oo

) 836 27 462 ' 303 078 39 860 2 938 . .e Industrie du trovail des grains
i ) * ' Boulanperies, boulangerfes-pitisscries,
! 123 36w 18 2399 77 173 18 766 93 539 8% 751 37 613 | patisseries
! ' Industrie des biscults, biscottes et
: AN T 7 4y 102 838 15 972 118 810 109 879 134 810 | palns d'épice
' Bucreries, raffineries de sucre st
(LI 76 127 671 795 116 suy 790 636 ve T fabriquss de sucre fnverti

.-

339 0v3 Sy 120 165 154 69 609 234 173 206 The 108 297 | Industrie du chocolat et de s confiserie

: : Fabrication d'sliments composés pour
b 8§22 $3 7192 378 1ng 126 w68 50t 617 510 520 33w 302 animaux .
Brasgeries, brassaries-malteries,
1%t 252 327§ 1 3%1 oM 379 825 | 1 730 902] 2 007 553! 1 062 764 | malter{en

Y13 N6 95 s 366 766 52 002 ) 418 767 483 053] . 92 673 | Autres Industries des boissone
_L"" 918 163 736 807 530 188 8us 996 435] 1 15% 036 612 782 | Autres industries alfventeires
1030 203 854 626 | € 998 329] 1 141 892 | @ 130 221 Total

0208 08 047 | 190 708 04 623 | 385 220 459 378| . 133 720 | Industrie du tabao

Industrics ehimiquoe
wd3% 076] 1 021 109 |10 582 556] 1 299 087 {11 8ag 6u3] 7 683 063 2 642 813 Industrie chimique proprement dite

, Industrie du savon, des détergents
W v de synthdse, des produits d'entretian,
is 132 27 ugy 220 n3p 100 955 - 321 3 825 3su) 798 $91 | des parfums et prodults de besuté

b %6 $30 IS 118 366 01y 173 288 $39 299 s 584 240 933 | Industrie des produits phameouﬂquo
108 8471 1 084 308 |11 169 0on| 1 873 327 |13 747 338 . Total , '
437 825 90 231 200 009 84 158 384 187 " . ndustrie du aaoutohous
LR /LETTS Y 768 1 1 206 323] 380 398 | 1 §as P31 3 860 048] 1087 27¢ | Induotrie du bote et du itépe
] Industrie du papier
' ”: ;os 183 231 | 1357 781] 177 366 | 1 535 147] 1 061 oe2] 719 02w Production du papler st du carton
! 30 160 920 653 Suy 149 356 802 900 819 890, A rans fo
Y05 anel 181 | 8 011 338|3 288 | 8 328 04» | e :'aeal ration dupmler at o sertos
ber as0) 149 302) g1 30 210 363 | 1001 478 924 73] 1 092 907 Mdustrio de 1'twpression
i) 108 TR 10 033 'Y} m] 8 20 82 387 | Industrie des owire e$ pecus

-
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e
! 1. Augmontation dy capital {nvesti )
i (T.V.As déductible-exclue) ¢
Hachines, installa- "y 4 '
B v Construc~ | Achats d'immrubles, de Invesy
tionsfet "GMC";M' tion de bitimnts existants et Mnrr.-.v"
neufs et uaaghs bitiments | de terrains bitiset non pocien |
et d'au~ hitis Total {(n H
INDUSTRIES dont véhi~| tres
culés pour| ouvrages dont . ;
les trons- :
Total ports A Total ' to::ln- :
1texté~ . hat‘. f
' . riesur
Industrie tectile (4)
Préparation des matidres textiles i8u 612 22 356 ) #% 499 (3) . 230 ny ., ,
Fllatures (5) : 1 076 o072 13 618 189 322 ug 383 “s27 13 g4,
Tisnage i 2 393 933 87 327 721 760 52 238 12 140 3169 929 35 o» |
Achdvement & fagon da produits textiles 395 472 9 524 6% 012 71 8on $3 se¢ 532 289 2 o !
Fabrication de matidres textiles diverses 705 904 4 w11 60 598 (3) Y 206 wga| ., N
i Industrie de 1a bonneterie /0 M7 11 623 33 579 L3678 - 280 001 k1
Total . C ‘
Industrie de L'habillement ) .
i Industris du vitement et de ls confoction |  uas e61| ° &7 0ss 10 3ug 98 758 18 980 768 761] Yewr]| '
'Industrie de 1a chaussure ot de la pan- ‘ :
toufle : 56 S9u 8 127 . 6 6487 - 63 g} (& 14 :
Total .o . .
. ‘ .
. Induetrie du raffinage du pétrole . 1174 294 11 989 | 4 358 371 - o' $ 520 s85) . i
! . ‘ ‘ 3 !
N +
Industris des mindraus non mitalliques . :
Industrie de la terre cuite Coe < 407 166 | . 43 293 148 95y 37 080 33 5%0 $91 210] 1 &s2 :
Industries céramiques 459 2380 3729 101 620 19 Sou © 2897 380 568 2 30» ’
Verro {production, transformetion et "' :- ! ! '
fagonnaze) 1 992,439 17 856 630 523 14 290 .o 2 696 2m2! 3 L]
Industrie du eiment 1 480 $79 1 029 192 107 (3) 9 109 1 852 638 . '
Industries des agglomérfs de cimant et . !
dr3 produits en asbesta-ciment 657 313 95 976 165 S¢7 63 766 . 7 33 886 Sub| & 0l
Total ) . i : ' 3
Industries mitallirgiques SR B : .
Sldérurgie ' C 123221 %2 ) 252 914 | 2 %56 026 | 129 156 66 600 | 13 007 O2%] 85 &' .
Industrie des métaux non ferreux '
(établissements producteurs et . o
transformateurs) 2 684 7176 20 770 679 375 : . 3 J6% 351 32 042
Industrie des fabrications mﬁtnlliqu‘l 13 493 058 837 404 | 5 088 &ML 883 &Y% 202 036 | 19 W8) 1861309 3% |
Total O '
. Andustrie da la tronsformtion des - ' . .
mtidres plastiquas : 1 334 224 38 808 132 029 84 666 T3 4631 3835 19 18 0
| Industrics mowfactiidres niv.a. | 1176 387|260 #a 96 e62| 41 082 109511 1316 28] #3Y
Industrie de la construotion (6) § 058 0151 1 333 861 258 372 | 231 308 00 17| @ 0¢3gar| HodtN|
Eleotrioltd, gas, eau —_— ‘ ) .
Electricité (sauf sutoproduction) (7) 6 651 70u 81 64 | 9 368 201 | 111 w09 (3) W 680 | 16 159 74| ..
Industrie du transport et do la dlstpie )
bution publique du gaz , 687 905 16 230 | 2 705 uer 27 039 (3) . 3801 210] .
Production et distribution de chaleur .
et de vapesur ’ 54 370 Y20 690 - - 8 e -
Industrie ds 1'eau e 188 261 33 380 | 2 oow wus 82 083 (8} = . 32219
Total .
Total géndral | 80 371 156 | 4 275 8568 |30 010 334 |3 868 334 |1 303 P8t | 133 287 414 N: ;-"
(3) (0) 7Y 4 ’

(1) Les {nvestissemints sociaux ne conatituent qu'une indicstion Gtant donné qu'il nlest pas toujours possible de tracer "‘i
1imite exacte entre ces invastinsements et les inveatissemonts productifs.

(2) Valeur dos ventes, des démolitions, dee destructions et des dénalfectations,

(3) Y compris les investissemonts sociaux.

(%) A L'exciusfon de ia fabrication de fils ot fibres avtificiels et synthétiques reprise dans les Industries samulscturids
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] )
AT peene .
’ IT1. Amortinsements pour l'en- '|IV, Finsncement dea -
- semble du capital investi investiasemonts
e | {Xo RRduc~
tion du Ritimants Par les Par des
b capital] Matériel [ot eutres TRRSOUTCeS [refsourcas
. r:eal invost] et conntrua= Total proprea autyes que
dbral (T.V.A.joutillage | tiens dos entre-|cellen des
, exclue ) prises entm?ri 808 INDUSTRIES
; (¢3)
o " Induntrie taztils (¢}
= b o] 25 aso 97 161 9 212 106 373] 163 667 48 249 | Prépnration des matidres textilus
SvE rneauz| 269 671 806 678] 162 088 958 766 923 203| - 396 139 |Tilatures ($) .
D yumooen| was 056 | 1320 028| 270 039 1798 967) 2 202.727| 992 237 | Tiasage
t? 3% 692 22 7165 329 Ouy 4) 893 32 937 N7 w69 187 223 | Achdvement 3 fagon da .produhc textiles
. i, %6 899 49 798 130 120 37 378 167 495 204 Spy 81 915 [Fabrication de matidres textiles diverses
?"f Ym0 139) 25 68 272 086 32 759 304 su7| 175 100[ 105 639 | Industrie do 1a bonneterie
o S48 397 - 828 305 3 164 019 858 386 & 719 385 Total
: ‘ . . . Industrie do 1'habillemont !
v 18 460 88 uo1l uus 7r9p 152 091 607 an9 $17 369 259 091 | Industri¢ du vétement et de ls confuction
) : ) . Industrie de la chavisure et de la pan-
o e 147 12 #82 “5 378 6 172 N 52 1% 53 801 10 546 | toufle
K BT IET 1 1781 160 443 640 a3p . Total
) vis9ses| 347 455 | 1458 174 1 502 633 | 3 044 97 . oo . |Industria du raffinage du pétrole
J v .
I Industric dee mndraus non rétalliques
) 850 7% 789 335 296 100 925 836 223 %36 995 155 855 | Industrie de 1o terre culte
Y 300 067 19 932 191 »63 50 720 2u2 183 270 368 312 699 {Industries chramiques .
" ' . Verro (production, transforwstion et .
ot ' 1M 13| 18y 395 8487 892 218 983 1 106 659 833 735 1 8hg 378 fagonnage) .
! B R R TTY 3?2 308 768 904 79 659 848 563 965 120 687 866 | Industrie du ciment
*
e . Industrics des sgalominrés de ciment et
1 P39 wes 85 800 638 593 109 626 | + 7ug 219] €81 w52 262 013 | den prodults en asbeste-ciment .
i i Vas 101 360 324 2 821 980 669 80x | 3 331 843 Total
b nduetrine mital iagiquee
. .
; 4002 580 Swy 907 |15 622 gus| 1 971 061 | 47 $93 909114 011 083] 1 061 597 |Sldérurgie’ .
: | | Industrie des métaux non ferreux
,-gl (Etanlissemnts producteurs et .
. ' 17 203 2uh 657 1 538 362 2u% 824 | 1 783 106 3§ 923 835 1 473 660 trunasformateurs)
; ' 27253012 264 072 | 9 ue? s82| 3 19w 610 | 12 602 201113 661 766 8 100 772 |Industrie des fabrications nétaliiques
Sy MM 113 054 437 |36 620 792| & 350 604 | 31 97 208 Total :
72 . Industris dn la trowformiion des '
N by 35 134 949 | 1 001 894 193 4381 1 1906 335 1 316 637 634 938 | matitree plastiques é
£
. 1t ,’ W1l 251 pes 440 480 119 108 PEQ SA6| 018 041| 398 BRO [ Induntries manufacturidres mov.a. ‘
‘ 100 0i6) 1100 17 | 4 100 s0n] 212 65 | 4 370 003 | 4 831 241| 1 828 018 | Industrio de la aonetruotion {6) i
e Eleotrioitd, pas, eau .
. Y] a0 881 | 2 ose O[ 2 guu uis | 8 90t 155] 6 965 267] ¢ 194 107 Electrieité (aauf autoproduction) (7) :
- : Industrie du transport et de le disteie
- ) L2u] 2%y $24 297 102 1 138 297 NS 393] 1 030 995 1 S0 216 | bution publique du 11}
- . ‘ Production et distribution de chalsup :
) 268 8§91 45 121 9671 Su 792 38 918 18 353 | et de vapour 1
"y
- sud1? 790 28 103 131 920 507 792 639 712 345 T8} 2 887 ow2 Industrie de i'emu . .
. v i 8
ey T,’LL“’ 1107 169 1 3 430 883)| ¢ 600 175 | 8 031 0ss Total
i  s32le 291 s01 68 850 72917 675 288 | 84 dee 014 74 084 213148 180 319 |Total pndrat :
.4 “ {6} ‘ (] !
' .,: forpris 1'industris de 1a f{iterls, ' |
9 ploPris e montage de conatructions wétalliquna. .
, " ':: compris lea investinnements da 1s soclété d'énergle nuciéaire Prance-belge des Ardennes {sowa). '

totaux généreux compronnant les rengeigrements confldentiels qui o' 614
o qut o Hné PeEroupee amen gras Fon “:;u" ments o0 qui n'ont pas 6t pgbl“- pour certalnes activitée
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Tableau 13. — REPARTITION DES DEPENSES D'INVESTISSEMENTS SELON
LA TAILLE DES ETABLISSEMENTS (ANNEE 1971). |

ay

'I'mhmr‘hn :::::;i:: . Cuire Industrie
SPECIFICATION c'llndl:e-l bohm:f,' “:;;"::n:" Bols Papler Tmprenion p :.‘. . ventile
tabse v pﬂrﬁln
20 & 49 personnes s ,
Nembre de déclarants ..., 56 385 . 115 342 72 1719 59 368
Noembre de personnes occu-

PEEN cveinniiaonansnsnne 1873 12 249 3 699 10 254 2228 § 597 1769 | 11 819
Montant (en 1 000 F) J\uuus 157.505 | 709008 | 402 523 278 118 142 461 208 444 16 255 387 008
FnY% covevivionnesnsanne 9,1 11,2 2,1 20,5 5,8 18,7 17,0 jo.8

50 & 99 personvics t
Nombre de déclarants o440 29 175 64 147 43 73 20 211
Nombre do perdonnes oceue '

PEEA ceiviiiiirriceraes 2 144 11 894 4893 10 140 2 884 4 889 1 306 14 687
Montont (en 1000 F) +uvv v 296 119 812 631 3871764 35109} ‘130 261 151 897 9 291 486 932
En% ovvnni N 17t 12,8 2,0 5.8 5,3 13.9 9.7 13.6

100 & 499 peraonnes s
Nowbre de déclarants ..., 32 188 | 118 15 $S 61 12 265
Nombre de personnes occu« )

L 6 809 38 508 26 278 12 586 12 334 11 669 28518 §4 325
Montant {en 1 000 F) ...... 961 614 | 2 605 125 |10 464 138 | 594 916 847 185 | ' 408 050 699221889113
En% cieirininivnninine 65,5 41,0 83,5 43,8 3.4 36,7 73,3 §2,9

[ ]
500 peraonncs ou plas 1 f
Nombre de déclarants ..., 14 32 33 5 1y 10 - 25
Nowmbre de personncs oceu- . e .

Péc! Cvscrvavss st beny 31913 2641‘ 389N ‘ 4357 8107 17 851 24119
B'Ionlunl fen 1000 F)...... 3171711 2219871 | 8276450 | 134926 | 1 343 588 343 560 s 812 955
EN % vuvrieiiveninnerens 18,3 35,0 42,4 9.9 565| 309 - 22,1

'

Total s
Nombre de déclarants ...,, 133 780 330 569 181 323 9 869
Nombre de personnes occu- ' :
M Pées ciiviiiiiina, cevens 48 199 89 062 73 847 37337 25 553 30 006 § 593 104 950
1.;,"'::“"‘ (en 1000 F) ou.uu. | 1732409 | 6 346 635 |19 530 878 1359051 2463 495! 1 111 951 95 468 | 3 576 068
it /o Peokvuctsrs et an ey 100.0 100.0 10010 100.0 100|0 190.0 100.0 100|o

2




-

(9 B 626 —
Pubtenu 13 (2aire)
‘ lm:‘n'.s.l tie SMG:‘!ng le lmtiut n.trl. h',\' ':' :::" Comsrac. Heewichd
SPECIFICATION Habiflement | mindranx wétawx faheleations A St g5, tau Totol
non nen métnle farturibres elr,
mbraliiquen Fervoun Hyueo ' s
20 & 49 personnes s
Nombre de déclarents ... 5317 172 14 733 198 14059 15 EIN TN
Nombre de personnes occu- '

PEOS tiivieiirrersinaien 17 044 § 095 401 21 722 6078 a2 875 5671 133 %50
Montont (en 1 000 F) v.0uu, 11 921 353 869 21 593 527 534 273 248 719599 | 4 214 551 8 583 41y
En® cererevrorenseenns 20,3 11,7 0,2 3,9 14,0 15,7 21,6 9.4

50 & 99 personnes ¢
Nombre de déclarants .,.,, 20,1 74 10 346 68 an 9 186
Nomlbre de personnes ocene :

PEES vueinisrenrestnnnne 13 119 s$119 708 24 139 6039 25113 662 128 M
Montunt (en 1 000 ¥) o004, 126 786 295 093 91 699 745 552 326 991 635 692 161 141 | 5028 913
En% Sessesrrseveaedato 15.0 9.8 0.8 X 5,6 16,8 14,3 0.8 5.5

.
100 A 499 personnes s
Nombre de déclnrants ..,,,’ 180 84 19 382 85 261 18 183
Nombre de personnes occue )

PEES sereniiiiiiiaiiovas 32108 + 16948 4723 82 503 16 060 49 616 3 809 370 791
Montant (en 1000 F) ,,.... 439 365 915 399 175443 | 2960861 1172156 | 19829951 1 583 332 27129 674
End teverrneesnissnenes © 52,0 32,4 15 22,2 60,1 43,1 8,1 IR

500 perannnes ou plus 1 '
Nombre de déclarants ..., 1 ‘27 3 109 6 36 15 el
Nombre de personnes occu«

PECS ¢ vsnvrnsirvinsrnans 4 116 28 663 84 284 1839851 4719 a5 354 25 696 S15 a2
Montont (en 1000 F) ...... 107 302} 1 389 777 (11 380 407 | 9 130 654 176 378 | 1 238 650 [13 577 948 :50 44V o4:
Fu % seoess vtV Es OIS 12.7 ‘6'1 91.5 68,3 9,: 26'9 69Qs s;.J

Total s '
Nombre de déclarants .. .., 925 . 351 4 1570 377 1729 i 8 425
Nombes de personnes oecu- | ,
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EQUITY FINANCING PROBLEMS
OF SMALL AND MEDIUM=-SIZED
. ENTERPRISES (SME's) IN DENMARK.

1. Comvarison of financial structures of SME's
and large enterprises

From the table below which only covers handicrafts and smaller
industries employing less than 75 workers it will be seen, that
long-term debt (normally mortgage loans in real property credi*
assoclations) accounts for well over 40 per cent of the total
liebilities of these enterprises,while short-term loans (mainly
bank loans and trade creditors) account for about 30 per cent.
The figures are subject Yo certain reservations however, as they

- originate in balance sheets from enterprises, which have been

granted Government loans pursuant to the Act on loans to hardi-
crafts and smaller industries (see 4.1.) These enterprises are

- normally characterized by a more intentive management than the

typical small and medium-gized enterprises.

197 1873
. o . R
Short-term debt capital 30 ° 29
Long-term debt capital C - 43 40
Equity . 27 31
Total liabilities 100 100

Source: Hindverksundersogelse 1958-73, Del I. Teknologisk Institut,

The table below shows thg correspbnding figures of joint-stock
companies with a share capital of more than D.kr., 250.000. The
major part of these enterprises employ more than 75 workers.

1971 1973

| : - % 5

Short{-term debt capital’ 55 - 53
Long-term debt capital 11 -9
Equity 24 28
Total liabilities , 100 100

Source: Statistiske efterrotninger. 1974, No.53, and Statistisk

- hrbog 1975, >3



the larger enterprises.

A oomparison botweon these two tablea shows a silgnificant

~ difference in the rotio of short~term debt cqpitnl to

long~-term debt capital of the SME's as compared to that of

*

As to the differences between industrial gsectors of small and
medium~sized enterprises the following figures give some
indications on the degree of self-financing (equity as a .
porcentage of total liabilities). As the data on which these
figures are based derives from tho same enterprises as
mentioned under l;l; they are subject to the same reservations,

1971 1973 '
% %
- Manufacturing ontorprises' . 28 31 ’
Repairs 29 >4
Building and construction 25 ’ 29
Retail Trade . 22 29

Total average o 27 31

Source: see 1.1,

2. Sources‘df external equity finance for‘SME's.

SiE's are primarily organized as individual enterprises.

When they are organized as joini-stock companies the founder
and nis family often hold the controlling interest. However,
there seems to be a tendency towards org ganizing the SME's as
private companies which are in the main subject to the same |
regwlations as the joint~stoc§ companies. An important
difference between these two types of enterprises however 1s,
that joint-stock companies have %o hold a share capital of
least D.,kr. 100,000, while private companies only must have
to have a contributed capital of D.kr, 30.000.

The private sector is dominant as to the financing of SXi's
and the governmental sector only very exceptionally (if ever)

holds shares or other equity capital in SME's (nor in other
enterprises), :

When joint-stock companies wish to raise equity finance on
the Stock Market a share capital of the issuer of at lecast.
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D.kr. 1 million is required. SME's therefore very seldoa
(1f ever) have shares quoted on the stock exchange.

2.4, The Danish Government recently has considercd it nccessary’
t0 increase the financial resources available to the SME's
cf. remarks under 4.1. At the present moment (September 1975)
it is considered too early to evaluate the effect of these
measures, as they were taken this summer and came into force
only on the lst August 1975, However, -it must be emphasized
that the financial problems of the SME's may often be refered
to problems of management, Because of the financial problems
and the closing down of many enterprises as'alresult of the
recession an emergency oconsulting service open to the SME's
was established on an experimental basis in the spring of
1975 through a special grant from the Council of Technology
under the Ministry of Trade and Industry. It often appeared,
that when the consultants from this service were able to assist
the owner of an SME in explaining the total situation of his
enterprise to his bank, the béqk would give the necessary credits.
In many cases therefore financial problems are due to managoment
problems, and the methods for solving these are not financial
aid but service, aids by consultants of various kinds, management
training etc. However, this is a general problem not necessarily
connected with. the size of the enterprises. Furthermore the group
of enterprises belonging {o the cavegory of SME's is a very
heterogeneous group and it may in many cases be of a limited value,
from an industrial policy point of view, to use the criterion '
of the size of an enterprise only.

%, Fiscal policies

3.1 The present provisions an depfeciation for taxation purposes
have had a positive influence on the self-financing and

consequently on the investments of th9 enterprises also in
the SME's,

3.2, The rules of depreciation have not been modified %o allow for
the effeet of inflation., ’

. 3.3, The double taxation (company tax as well as income tax of the
‘ shareholders) of joint-stock companies and private companies
generally may restain the financing through shares. On the other

25~
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hand the major‘part of SME's are organized as individual onter-
prisos and thorofore not aubjoot to company taxos.

As far as fiscal policies are concerned there are no special
provisions for the SME's. ' :

As mentioned above there ase special rules of taxation as to
joint-stock companies and private companies. The company

“tax is a fixzed percentage - at the present moment (September

1975) 37 per cent - of the taxable income of the companies.
But on top of that the shareholder is texed of his dividend.

‘

4, Initiastives to solve the problem

The only measures implemented solely for the benefit of the

SME's are the "Act No,211 of 28th May 1975 on loans to handi-
crafts and smaller industries" and the"Act No. 341 of 26<%h

June 1975 on State guarantee for short-term loans to handicrafts
and smaller industrial firms", Under the provisions of the foramer
Act the Ministry of Trade and Industry may, within an annual °

- amount of D.kr. 40 millions grant loans with a view to furthe;in-

nodernization and rationalization. These loans, on which int:rest
for the time being is fixed at 9 per cent, are granted to eiter=-
prises with up to 75 employers for up to 15 years, except leans
for t{he purchase of machinery which have to be repaid over a
maximum of 10 years,This.act'has replecad a similar act operating
with an annual amount of D.kr, 20 million, which have proved to

"be a successful measure. According to the latter sct a State

guarantee can be extended for short-term loans from banks to
handicrafts and smaller indusirial firms within & total smount

of D, kr, 200 million.The loans must be used for an extensive
reconversion to new productions or to new markets. Loans for

vhich State guarantee is extended cannot exceed D.kr, 250.00C and
the duration of the State guarantee is limited %o 5 years Ironm

the raising of the loan. The State gusrantee is limited to 50

per cent of the loan, while the rest of the risk is covered by <the
lending banks who also adminisier the arrangeménts. It is too ecarly
1o express an opinion of the effects ¢f this measure.

For the present no new initiatives are under consideration witniu

"the governmental sector.

2o
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NOTE ON_THR FINANCING OF SHALI, AND NED -5 127D

ENTERPRISES (S.M.E.) IN FRANCE

I. COMPARISON OF THE FINANCIAL STRUCTURES or S.M.B. AND LARGE EUTERPRISES

S.M4.%, hava relatively little scope for solf~financing, are unable
to oall on the capital markoet and are discriminated against by financial
institutions wheon it oomos to loag~torm borrowing so that they find it more

diffioult than large entorprises to inorecase thoir permanont capital; as a

result thay resort more and more to phori-torm borrowing.

Thoan are tho oonclusions whioh'oan be drawn from statistiog proevidod
mainly by the contral officos monitoring borrowors!t balance sheots of g -
numbor of fisancial inslitutions (Banque de France, Crédit National ves)e
It should howover be noted that theso statistics are fairly fragmentioy and
that experionce has chown that the samplesn prepared by thess offices are more

reprogentative of large than of small or medium-gized enterprises,

The fimuwes givon in this dooumont should thorefore be rogarded more as
& pointer to tronds rather than tho reszult of exhaustive statistical rescarch,

1) $.M.E. find i% more Qifficult than larpe enterprisos to incresse their

npermanon:. canital
palid

In the aggregated balance sheevs, long-torm funds ( pormanent capital)
account for 485 in tho ocase of S.M.E. compared with $5% fop large ontope
pricos, '

Theso diffioulties in raising long-term fundg are exporionoed both in
calling upon sharcholdops or in resorting to finanoial intermodiarios,

lils X4 i more difficult for S.M.E. than for lnrre Tirmg to call upon
gxinting or new sharcholdeps for canital

S reholddrs in Tmall o endornrines (family business) have limited finaneial
rosources so that it is ofton diffiou}t for them to contribute fresh
capital, In addition, sharcholdors of this type are wary chout any

27
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Tat i) capital coniributions from outside whioh might cause them to lose their

ma jority holding In their ocompanioca,

Potontial sharoholders are discouragod by tho low dividonio distributoed
by S.M.B.: 60% of S.M.E. compared with 30%4 of largo onterprisos, do not
distribute any dividend: at all.

The ratio of distributod profita to equity capital soldom reaches 3% in
S.H.E., whoreas 6% is not an unocommon figure for lérge enterpricog,
The former cannot call on the oapital market by share iseues, beoauso

"thoir srall finaneial scalo excludes them from the stock markot,.

Financial institutions discriminato against S.M.E. when rranting

long--term loang

Thoy are diécriminated against because of tho londor's assessment of ‘the
rick involved: the biggor tho borrower tho loss the risk of insolvoncy;
the large entorprises have a variety of resowrocos, thoy are woll known
;nd constitute an economio, or even a political force by virtue of tho

number of people they employ.

By diversifying their vperations, large entorpricos are able to sproad

risks 50 that their overall profits are less gubject 4o ohaﬂoa.

In rolative terms, 5,M.E. owo loss than largo entorprises +to financial

. .

intermediarice; - the coofficiont of indebtedness; vt et .y

- dedbieovad to finnncial intormediaries

a2,

equity capital

.

is 0.75 for S.M.E. compared with 0,83 for large enterprises,

. 3¢ 3 Aldthoush their amll size 1" & handiean whon gocking outzide Tinsnee,

it facilitates direct relations betwnen the entornrinas and its ownors

Direct relations beiween the entorprico and its ownors, wino ofton manago
the business moans that anoillary resourcos, modium-torm cortifiocates
and ocurrent acoount advances of membors make up s largor proportion of

the firm's own resources: 40% as against 20% for large ontorpriscs,

2) D.i.B. are regortins incroagingly 4o shopi-taorm horroringes

&% of borrowings by small entorprises are shori-torm, compared with
324 for largs éntorprises making the struoturesos borrowing by the Tormor :l3
less pooura,
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i It can be said that the average rates of interest oharged to S,M.E,
are higher than those charged to large enterprises:

The ratio financing corts —
total debts ouvetanding

shows that in recent yeams the average interest rate for 5.M.E, has beon
5.5% agrinst 4.4% for lazgo enterprises.,

Faoed with these finanoial oonstraints, S.M,E, have a moro rarid turnover:
o ourrend asaats, pariicularly work in progregs: twrnover poriod for S.M.E.
is one month ocomparod with thros months for large enterpriGQS.b

Tho struotures of the various industrial seotors aro so difforent that

it is impcunidlo o pinpoint any sigificant differonces in tho financing
of 3.M,E. and lInrgo onterprises on a 600t0r = by =~ gaotep bagis: a S,M.E,
in light enginocering will employ 200 workers whioch corresponds with a
large eatorprise in tho distribation sectop,

T1. EXTEUEAT_SCURCES OF TAUTTY GAPTTAL FOR S,M,E,

1} Main extermal sources of equity. capital

The Sociétds do développemont régional (S.D.R.), tha Institut de
Développrment Industriol (I.D.I.), venture oapital companies such as
E.,E.D. and SOPINNIVA, finance companies with widdér intereats such as
SOPRQHEC,fVE%:%EgzggbiQI stock exchanges and the Paris over -thc-countor

mirket are the main extornal sourcos of enquity capital for entarprises,

1.1 Tho $.7,P._seom best suited to meet the requiroments of 8. m,

— i se'e

The S.D.R., bodiss governed by private law, ware sei up in 1955 to

provide cnpital to enterprises in the provinces which found it Qifficuls
- $0 bereow ea the capital market, and to promote ths coonomic development

of all the ¥ranch regions, Their task is, thorofore, to acquire holdings
. ' in the capital of local enterprises, The S.D.R. can interveue financially
in four fiffermnt ways, aognire holdings up to a limit of 2555 of the capital
of tho S.JNR. in respoet of any single entorprise and up to 35% of the
capital of the enterprise; grant loans from their own funds; grang
long-torm loans from capital raised by group borrowing,

.

provide guaraniocs,
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The aofnuisition of holdings has taken second place to the granting of

loans, partly as a result of the difficulties onoountored by tho S.D.R.

in mobilizing savings in the regions and the roluctance of onterprises

to go to outiide oources to inorocase thoir capital, for foar of losing their

indopendencs,

1. 2 Tho Institut de dévoloppement industriel (I.D.7T.)

The I.D.I. waq formod in 1971 as a "publio” limited liability company

by the State, a numbor of spocialized orddit inotituiions (Crédit national,

Crééit agricole,. the S$.D.R.) and various banks, -in order to holp strengihen
indwstrial struotuves. The Institute, whioh had an initial capital of

FF 342 million, later raisod to FF 532,.8 million, has the task of acquiring

holiinge in induntrial S.M.E. whioh aro oxpanding rapidly but whioh neeod

equity carital,

Vontvro ¢ovital companias

s e

Taia typs of company can 8taep in from the moment an onvorprise is Tormod,
by acquiring a capital holding of between 10 and 50/%. fThose sompanies area ’

intorosted in enterprisos employing advanced or original technology,

‘BUROPEAN ENTERPRISES DEVELOPMENT (E.E.D.) was sot up in 1964 with the
agsiotarce of Paribas, Suoz, Werrs and the ihroo big nationalized banks;
its sharaholders now inolude about 50 European and Amorican banks, It
is only interosted in products which have roached, or are already boyond
the protniype stago,

SOTARTOVA
The sheria in this company, which was get up at the end of 1971 to

finense iniovations are held by iasurance companies, banks and industrisl

8roupn; by 1975 ite capital had beon inereased from FF 2.5 million to

FF 39 million, Staffod by enginnors and oxporic in tho evaluation of
innovi.tien projeots, tha company assists oxpanding omall onterprisos

and innovators who do not have an oxisting entorprise at thoir disposal.

It operates by acquiring holdings in tho oapital of caicrprises, sotiing

up "groupement 4'intérSt éoonomiquo" (G.I.E.) and malking loans, It maintaing
cloge links with the "Assooiation Nationala pour la Valorisaiion do la

3O
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Rochercho” (ANVAR) (National Aasociation for the Application of Research),
tho I.D.I., the S.D.R. and finance or portfolio investmont companios,

l. 4 TMinanoo companies with widor interosts;  SOPRONEC, BANRXI

#The "Société de prométion Sconomique" (SCPROITC) was oot up in 1964 vy

the Groupe des Banquos Populaires t6 increase the rceaources of §,M,.B,
by acquiring direot capital holdinga (50% of its intorvontions)and vy
granting personal loans to heads of entorprisos. Tho system of those
loans works as followss ' '
+ tho loansis grnntodnnot to tho ontorpr?ao but to its hoad who oan
thon subscribe for/inorease in its capital;

» the head of tho enterprise assumos personal rogponsibility for ro-
paymont of the loan from his own rosourcas;

» the .contract ooncluded with SOPROMIC is a conventional loan agroemont
specifying tho duration of the loan, tho period of ropaymont and the
rite of interust,

*BANFXI (capital: FF 70 million), a subsidiary of the B.N.P,, was got up
to carry out rescue oporatins by aoquiring holdings in industrial

enterprises,

Two-thirds of its capital is used for‘oporations, involving proparty
or largo mnterprises and ono~tiird for holdings in S.M.E., At prosont
BANEXY has 70 different holdings worth a.total of F7 320 million.

- .

Tho bodies providing finance are faced with a number of problems:

= the yicld on holdings in S.M.E.'is inadequate, as the latior distribute .
low dividends,iout of profits which are often fairly modes$ to achieve
a maximum degree of selfnfinanoing; -

= it is diffioult for them to pull out again, and risks are high,

1. 5 Provincial stock exphrnmes and the over—tho-countar markat

¥Thore are six provincial stock exchanges: Lyon, Nancy, Lillc, Marsoille,
Bordeaux, Nantes, Thoy are relatively unimportant compared with the
Paris Exchange, accounting togsthor for only 3% of total stosk market
buginess. Their purpose is to help finance S.A.E.‘ Anxious to imprdvo
their image and to make managemonts realize that thero is. no lose of

3
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3.1

private and public sociors,

- -

prostige in having thoir company quoted on a provincial exchange, the
various stook exchangos have undertaken an information campaign based
not only on statistios but also on an analysis of the various companios

listed on their markets.

The conditions wiih which‘companiod wishing to rajco equity capital on _
the stock market must comply, make a fair numbor of modium-sized companios
turn to the over-the-counter market inatead,

' Paris
*Althouzh it aots as a kind of acolimatizing marKet, thq/gxprutho—countor

mikot e ofton rogardod with somo rosorvations by companies which would
li%e to Lo quoted on tho offiolal market for roasons of prostige. The
masa p=oblom folng the finannial intormediairics on this market is to

mle ¢ daily markot 5o that sharsholdors oan mobilize thoir investmonta,

"The elative importance of finance provided hy the privats and

—... -

l—‘.‘*}.‘-‘.} L _tes tor

Direct financial assistance from tho pubiio soctor to S.M.B. is rare:
loans from the "Fonds de Développement Economique et Social", rogional

doveloprent premiums,

This aid is not wswally grantoed on the basis of itho sizo of ontorprise
but rather on purely indusirial oriteria (promoiion of productive

invoutment) or rogional planning oconsiderations.

tost of tho finance provided by the pﬁblio sootor is graniod indirooily
through bodios governcd by private law (the S.D.R.. Crédit Natinal,

Crédit H8tolier)., These bodies lend monoy to S.M.E., ai subsidized

ratos of interest. As the available statistical instiruments for analysing
what bonafit thao loans roprosont to S.M.E. aro inadoquate, it is diffioult

to mrasure accurately the relative importance of finanoco provided by *ho

. .

.. v

The minimum requiromonts for enterprises wishing to raiser oquity capital °

on the stock market dre sot out bolow: -

Yhen anrlying for an offieind guointion:

- Any Yronoh oompanv wishing Yo have its sharos officfally quoted 2
for the first timo must apply both to the "Chambro Syndicale dos i?
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Agents de Change" (Stookbrokoers! Association) and the "Commission
dos Opdrations do Bourse" (C.0.B.); a filo must bo submittod to
the formor and a lettor sent to the €.0.B. containing the companyts
applioation and speoifying the numbor and origin of the securitics
which tho sharoholders intond to put on the markot om the dxynof
introduotion, ‘

" = Tho number of soourities offerod must, as & rule, Yo eduivalent to
25% of the sharo capital,

3. 2 Vhen the applicntion is examined

= The €.0,B. avks tho company applying for its shares %o beo officially
quoted to appoint a spoecializod firm to audit its accounts in
accordance with the rules laid down by the profession,

= The Chambre Syndisale is responsible of examining the file on the
applivation foe & quotation and prosenting its conclusions 4o the
¢.0.B, .

= The "Colldgo" (oxecutive organ) of the C.0.B. thon recoives from its
own staff all tho rolevant facts on which to bave its Judgmont, i,o0.:

-~ the atudy and opinion of the Chambro Syndicalo doa Agents de Change;

- information compiled by the C.0.B.'s own staff when tho company's
accowits wors baing audited, or obtained in ocontacts with the
managomont of tho company of the auditors,

Tho $,0.3.'s decision depends on a number of faotors relating to tho
size of the company issuing the sharos, the quality of its management
and its oxternal control, its past porformance, profit-making capacity
and future prospoois.

The likelihood of thoro boing a sufficiently large market in tho
geourities concerned is also taken into account,

The Colldge considers +the case and decides whothor or noi tha companyf’s
shares should bo officially quotod, I it dooides in favour, it

designates the pli.e of negotiation and epproves: the information
document submitted by the company,

4. To what ecxtent do oxisting sourcos of finanece meat tho rauironanis

swront statistios on the financing requirements of 5.M,E, and tho oxtont
to whioh these are mot by drawing on existing sources are not sufficioniito

33



onable this quostion to be fully answored. However, now instrumenis
of analysis to ocover this aroa are to be introduced as part of the
preparation of tho Seventh Plan and tho roform of ontorprises, parti-
oularly in oonjunction with tho contral officos monitoring borrowors!
balance shoets of a number of financial institutions (Banque do France,
Crédit National, Caisse dos Dépdis et Consignation, ete,)

IIX, PISCAL POLICY

'1) Influonce of prosent fiscal policy on self-financing

1. 1 Alilthe profits of partnorship ~ whethor diciridbutod or not - are
chargod to porsonal inoomo tax which ocach partnor must pay in proportion
%0 his share in tho businoss., In this rogpoct the systom can be said

to promote noithor diutribution of profits nor golf-financing,

The profits of companios liable to corporation tax are all taxed at

3 rate of 50/, The. distributed portion of those Iprofits ic in addition
subjoot fo income tax in the hands of the sharcholdors, aven ‘hough

this is reduced by the amount of the tax oredit granted with the
dividend; the total tax liability (corporation tax + porsonal incomo .

tax) on distributed profits is thus higher as a rule than that on

retained profits, It can thus bo paid that tho tax credit, at its
prosent rato, merely reduces tho extra burden on distributed profits
and that, overall, it is less costly to plough baok profits directly
than to distribute them and then havo to 0all on sharcholders for fresh
oapi%ali Seen from this angly, it appears, contrary to a view ofton
voiocod, that self~financing is in fact enoouraged,

This oonclusion must, however, be qualifiod somowhat bocawso the offcot
of the tax arrangomonts varien acoording to the structure and size of
the enterprise involved, '

It may thus bo to the advantage of tho owner/manazors of a company

to distribute dividond among thomsolves rathar Yhan ploush back the
ﬁrofitq direotly, and then make this monoy available to the company
;n'tho'?drm of owrrent account advances; +the interost they would thon
roceive is deductible from the company!s taxable profits and may, ity -1a
addition bé discharged from income tax if flat-rato paymont iz mado,

‘- -
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Daclining-balance deproociation and temporary doductions for investmont

undoubtedly make self-finanocing easier, However, the benofits of this

aro felt more by large enterprises with akpoliqy'and programme of oontinuous

renewal and development than by S.M.E,

Has fiscal polioy beon adjusted to take account of the effecis

of inflation?

Thore have been no now meassures motivated by inflation and basod, - for
example, on a rovaluwation of balance sheets.

There has been no change in the permanent provisions on the valuation
of wtooks (reserves for price inoroauey, reserves for price fluctuations),

or in doolining - bulanoe depreciation,

An aavesement allowanve, however, has jusi beon introduced in Franoo,
as in most oowilrivs, 1o onoourage onterprisuvs to invest and hence to

stimulato ooonomic activity,

Doos fiseal policy influence capital inoreages?

C2pital can be increased by injeoting frosh capital or capitalizing

rasorves,

Capital duty in the first case has now been harmonizod within the

Community.,

In ¥eance oapitalizing roserves is subjoct to an inoreased raie of
capital duty which exompis sharcholders from incoms tax on the bonus

sharses received,

It is difficult to make an overall assessmont of what effoct these
measures have on the behaviour of companies and thei%zsharcholdars.
Circumstances vary, In the ocasc of ownoxr menagers it may be olaimed
that the situation tends if anything to discourago any incroaso in
capital on their part, whethor it be through the ocontributinn of frosh
capital or through the capitalization of roaerves, 60 that ocurront decoount
financing is often preferred.

¢
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3. 2 Another faoctor which may influence incoreasea in capital is the difforonoce:
betwson the taxation of shares (i.e. finaneing from internal resources)

and tho taxation of bonds.

Borrowing brings advantagos {0 the enterprisog intorest paymonts are
deductibvle from taxable profits, and the cost of repayment iz roduced

by inflation,

Despite the effeots of -inflation on his capital tho bondholdor ofien
*profors a highor incomo (on which ho may pay tax under tho flat-rate
arrangomont disoharging him from further linbility) to a smallor dividend
and a thoorotioal capital gain on sharos whioh ho will find very difficult

to realize if tho shares are not gquoted.

4) Has any opraial provision besn made for S.M.E.?

Apavt {rom the Tlat-rate and simplified systems (taxes assossod on the
badis of actual turnover and profits), available to enterprisoes whose
turnover does not oxceed FF 500 000 (flat-rate) or FF 1 000 000 (simplificd),

thoro are no tax provisions applying speoifically to S.M.E.

5) Ars_there any soecial provisions basod on the lerml form of enterarizes?

a8 in most othor countries, the taxation of profits in France varies

according to the legal form of the enterpriso concerned: solo propriortopahips
and partnerships are liable %o personal income tax; "private" limitod
liability companies and "publio" limited lidility companios are subjootn

10 cocporation tax,

However, the main provisions relating to the basis of assossment for these
. taxes - valuation of stocks, depreciation, treatment of capital gains -

are identioal,

v, INITIATIVES WITCH YAY HELP TO SOLVE THT _PROBLEN

1. Iniyiativoa taken over the last five or ten years and their regulis

1. 1 Setting-un of the Institut de Dévoloppoment Tudustriol {1.D.1.)

o

The vusting letier of 31 March 1970 acignod %o the I.D.I. a rolo of
national intereat: in seleoting industries and enterpriscs for tho purpose

of granting assistance, the Institut must take account of the prioritias
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of the Governmoni's indusitrial policy and besr in mind regional

planning considerationg.

It must give priority ¥o medium-sized firms which may find it very
diffioult, owing to lack of .sufficient eqﬁity ocapital, to raise the
oapital necded to improve thoir rate of growth. It may also be ocalled
upon to play a part in certain restruoturing operations by exeroising

i¥s {influence on negdtiations or contributing capital,

. An acoount of the I,D.I.'s achievemenis since 1970 is given bolows

Since its incoption'I.D.I. has examined 1,126 applications for assistance,
Applicatiocas are now recaivoed at the rato of about 150 por year. Thoy
inceeaningly involve fiems at the top end of the madzym—szzod category
with annual sales of moro than FF 50 million. Almosi thres-quaters of
the applications concern problems of oxpansion, eithor through intornal
growth or through amalgamations, I.D.I. has ihus oome to act as an
industrial dovelopmont consultant even iA casos whore it cannoiibecoma

financially involved.

Pinancial assistance provided by I.D.I. totalled FF 219, 9 million in
1970-71, FF 177.8 million in 1972, FF 102. 7 million in 1973 and TF 6.8 =
million in 1974, a grand total of FI" 597.2 million. 1I.D.I. Las been
doliderately seleotive in its approach: with the exception of the
initial period, it has on average approved necw financial assistanoce

in ten or twelve of tho cases considered.om.avorage.

Tho Institul assiste mainly medium~sized enterprises: 85% of ihe
companies associatod with the I.D.I. have a turnover of less ihan
FF 150 million; the majority of its operations involves enterprises
" with sales of between FF 10 million and FF 40 willion; tho amounts

invested in each firm vary between FP 1 million and FF 11 million.

I.D.I. assists all industrial soectors, w1»h a particularly hxvn proportz;n
in engineering, wood, furniture and "miscellanvous" 1ndustr10o. In maro
than three - quartors of the oases doalt with assistanco has taken tho
form of oapital holdings, thus oxerting a multiplier effuct by 6nabling
the firms conoernod to raise additional funds from institutions. granting
long- and medium-torm crodit. ’
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I.D.I, tries to arrangs itc withdrawal from entorprises aftor.a
fairly short period,deponding on individual oiroumstancos and the
position of the shareholdors, By 31 Doocoembor 1974, programmed
withdrawals for 85% of its total inveitmonias had boon arranged;
thé average lengﬁh of its intervention is almost six years,

I.D.I. has oarried out studios to provide it with detailed information
about the various industrial sectors and their subscotora,

The Sooiétdés do Dévelonpemant rézional ($.D.R.), oot up in 1955, soem

boat suited to moot the requiremonts of §.M.E.

The sole purpose of tho S.D.R. was originally to holp finance industrial
entorprivos in rogions of under~omploymartGrinadoquate oconomic develop—
ment by acquiring holdings in thoir capital, They could also bo ine
sirunental in tho launching of new enterpriseas., Their actiivitieg

havo since been oxtended: +tho Finance Act of 1960 romoved the obligation
10 acquire capital holdings as a condition of granting loans, 1In 1971
the 5.D.R. wore authorizod 4o give assistance Ly acting as guarantors

in the muiual modium-term credit systom managed by tho Caisse Nationale
des Marchds de 1'Etat; they have also boon authorised to lond to the
"SICONI" (Socidtéde d*investissement dans le Commerce §t 1'Industvie)

set up specially o enable the S.D.R. t0 oarry out brOporty leasing

¢

transactions,

The S.D7R. onjoy a numboep of tax advantagesy tax oxempiions,

guaranteod dividonds, subsidized intepest ratoos.

They are subjoot to a nunber of requirements; thoy must have a capital
of at loast 250 million old francas, fully paid up; any holdings they
acquire may not excooed 25% of their own capital in respect of any single
enterprise and 35% of the capital of the entorprise,

. e fR :
" Their activities/GR&racterized by two main features:

=~ the very small proportion of fundg raised by inoreasing capital;.,
a total of FF 183 million by the end of 1973;

~ the growing preddminanoé'of funds raised by collective borrowing:
funds raised in this way totalled FF 5,655 millionky the ond of 1973,

3%
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failed . )
Tho 8,D.R. have thorofore/to a oertain extont in thoir %ask of

atvraocting savings to enable them to aoquire holdings in the capital
of regional S,M,E, Instead thoy have largely bocome credit instituiions
and now play a major role in lending to a certain cavogory of onterprise

on Qovernmant subsidized terms,

Purther action ourrently planned by the public authoritios or

the private secotor

There is a neod for new financial structiures ochandelling savinga
into investment in modium-sizod entorprises. Tho solution advocated
would involve sotting up specialized invesimont companies, SODINT,

along the lines put forward in the draft law prosoniod by Mr. D'Ornanc
in 1973.

SODINI securitios would initially be subseribed to by private invegtors,
partioularly institutional invostors, and would subsequantly bo introduccd
on tho capital markot, These investiment companiocs would operate mainly

by subseribing to shares and ordinary or converiible bonds,

The SODIMI would try to establish, on tho ovor-ihe-ocounter market,

a mariket in theo securities of medium-sized onterprises which they had
bourht or subscribed to, thus giving investors ithe opportunity <o
acquiro a direct interest in such companies, The SODINI would bring
new life to these markets, as they could act as permanent buyers

or goellora. Tho SODIMI oould only operate cffectively, howovor,

if they wer; grantod certain tax concessions,
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STATING OF $TALL AD HDIWM-SIZED WIDHRPRISRS TN IRLATD

aay, 100 pnople,

The roaponnes ant out balow do not ertand to entarnrises obthnr than

thoso en~amd in manufacturine astivities, Fhev alno relate, in tha rnin,

%o onall ~3 opponed to medium-nized enternrines 1.,a. projants a~nlovine

ﬁp to abovt 50 ypeorle. Howover, it is quite ransonable to aanue that

the saro acmmanta 6ould avely to medium-simod antarprinac nmvlovins wp o,

Te uOnpn)lﬁon of financial nhrnnturnn of @B's wnd l-v~a onternriseca,

(a) Tw-ieal finmneinz of fixed asont inveatment <ouli be as Collowns
350 oquity; 3504 srant; 307 lon~ term loan. Yorlcine aanital
normally provided by way of short term banlt acrormodntion.

Tho lons term loan elemont is ~enarally a hirh int-rest bowsin-
loan with, in many cnses, convarsion to eavity riehts,

(b) The financine of larmer enterprisea ia aimdilar in struntu=n Lo .
that of amaller enterpriscs but the Jonrm trrm anl 4he shovt tam
low mlemmnts nre simificantly Ai€feront., The loan ~lomanta
~re made v of one or morn of the followine~ comhinationa:
Iraoines  Prafavance Sharn:  Strajioht Toan, Becans of tha ranle
0f their onarationa and the possitility of anseng to intem-tional
sourcas of finance, larma entarnrisen aometimoe have an n{vantaee
over smalleor units in hain~ ahla {0 sesnre finanea on morn

favourable torma.

(c)' In Ao €ar a~ thare are diffarencen hetwesn §ndua ti~l Aanctorn thav
arine for two resnons i.e, the capital intensity of the rrojrat
and vrofitability. In sectors whers the Fivel ~aset inwent-ens
in hirh in relation to totnl anplial employed it i3 ronme-lly
ensier to secure loan eapital ot battor terms a0 that tha ~ogt
ol d~b{ may be chenper, The more profitable noctora of inteatey
'on0r~1]v have a higher enuity deht ratio than the nor'wl or low
profitabilitv gectora,




2.

Sourcen of external equity finance for Si%N'a

(a). In practical terms there are no real sources of axternal enudfy for

" small enterprises.,  The Tinancial institutions inclulin~ the
rovornment hacked Industrial Credit Company .do  have equity
invastment arms but penerally they do not invest dirantiv in the
equlity of small companies., “here, hovevor, they vnrovide lonrm
torm loans to small enterprisos they invariahly carry emdty
conversion rirhts, '

"{b) The inrortancn of private versus movernront aourcan o” financa

(e)

(a)

am be manmad fronm the fnot that mrants e~n reprodent a 33 riTiawnt
rortion of Tixd asnet {invastrent, franta in thia aont2 4 ~ro
tntwvamommt to coudty, It con thoreforn ha nil that rovarnmenmtnl
asector and v»rivate ncétov are of eruql imnortance sinne ~rants
menarally mateh aoud ty, Apart Crom rranta the other sovurce

of rovernment finance is the Intustrial Credit Corpany\proviles
loan canital rather than envity," ‘

whachy

The minimum re~wiraments for raisine eewity €inanen on tho 3Jtock
Farket are as followa:e

(1) The conrany must have a market value of at laast £5r0,000

' (2) The value of the stock offered to the public mwat bo at
least £200,000, .

(3) The percentnge of the total equity of the compny of fored
%o the public must be at least 35,

The noeds of most small entorprines are ndnquntolx cataréd for by
the exinting structure, There are, hoovar, oxamplas of‘projocts
vhich either failed to materialise or nre inhilitel in thoir

grovth because of theiy 1

L Lk T RROp

ack of pormanont finance,
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3 (a) Troland's aystam of tavation on coRporate income in 1t nnmant maie
up of o taves, i.e. flornoration Profits Tav ~t »itan of 795

. ror the Tivat £2,500 amd 237 on the balance ~nd Tnaome 4n-: at a
rate of 35%. Corporation Frofits Tax ranks an o dedua*ian in
corrutine income For incoms tar purioses and atmorlinely thn

' toka1l imrosition varies from anmrovi=ataly 107 to SO Asuenling

on the anovnt of Gawahle profita,  Meridania paid eut n® themn

profits are Aremed to ha waid out ~“ter Inlumtion of Incnm~ Tax
at 357 v~hich 18 ~+wail-bla for ant off or repayment in re~ovlanen
vith the eirem-~tancan of the Banaticial on~ra, UMY ko
roplaea thana two tavea hy a gsinmle Jorrovation Ty A% A s R
a tax oredit of 35/35_thﬁ is nt presant hafore Parliansent,
The »rovonad naw gyastam would he a chanme in form bt not in
lovel of the praneont ocorporate taxes or'tax erniit, Thasn aratems,
vhich correapond to a partial imputation ayatom, whialgh tazngpd
toa-partial-dmputationseaton, e considdred to nazist An]fw
financingz in cago of private com-anies entloying ita sbhaveholders
in a manazerial or ftochnical capacity as the maximuan r-fe of
parsonal tax is 77%. On the other hand, in the casn of 1mrrer
entorprises vhose equity is morn wridely held, a Mela-giaqln®

system misht be more conducive to the retention of nrofits,

(b) Ti'seal polieins in Irnland hal baen molifind to allew fop
" inflation, in effact, in two imnortant reapects,

(1) Companies enrared in the manufasture of #0015, con~{runtion,
farming, or tha ~ale of nlant and nuhinery to aueh cormardng
may elaim a3 a frodine evrence a deduction “horn tha walve
of their tradinm atosk at the and of the arrountine reri od
excaols that at the herinniny,  The 1oduciion a a-ual to
the anount of the incrense in steck valuation Jeas 200
of the fralin~ profits for the meriod, aubﬁqct'to the
proviso that the dednetion cannot Ta ereater than the amownt
of the trodine profits of that arcomntines weriod, The
relief arvnlies to accountins parioda endine hatwoan § Apri)
1973 and 5 April 1975,

(2) The accelerated deprecintion provisions vhareby tho total
cost of now plant and ﬁkchlnerv oan bo written olf in the
year of purchase affectzv&ly go0e8 some way to remova tho Y2

problem of the treantment for tax purposos of inflntion in

reapect of the cost of fixod aaeeto.



.(o) Fiscal ‘polivies affect the way in which capital is raised to the

"followling extent!

divi&éh paymonts are not deductAble in computing taxahle profits:

"whereas,menerally speaking, interest payments are deductthle,

(d) The first £2,500 is charpeable at only 74 instoad of 235" for
corporation profits tax, Under the »roposed Cavporation Thx the

on profits not in excons of £4,000 will he A0% and thove
"ig a provision for a measure of reliaf on- profits hatuben £4,000

and £10,000,

(e) Buninesns 4s nommally carried out under throe le-al formas.

(1) 1lirited company
(2) partnorship
(3) sole trader.

The rethod of computine income isg ainilaf in all three cnosns -nd
the principal difference lies in the rates of tax. The lirited
convany i3 taxed at the rates nreviously inlieated, In %he

other two cases the income is treated s the earnnd naonc of the
rolavnnt Person, Accordinnly, the fiscal aivantarmns ol the
‘various forms is. larsely dependent upon the ~mount of hrofits

earned, ns this in turn deterrines the tax r\teq.

initiatives to resolve the mrohler,

The principal initiative at Governnent 1aval ovar the nint “ive to
tom vears h~g beon the estahlishmant of tha 3mal 1l Tnluntm Y -<adon
vithin the I.D.4.  Thia Division nroviles adwimary ~nil "in-meial
services $o0 help viable r~mall-anals manufactnrin~ nnﬁan”iGOﬂ ‘0 ‘
30lva ﬁrob]ems ohstrgcﬁinn thair rrovth, "nd to facilitnte tha
enthlighmont of new fiwvms, Projects nngisted nommally ~rplocr
leas than 50 persons with ~ fived annnt invesiment of lass thon
£200,000.  Tinancial incentives inelude earitnl rrants towarls {he

cost of fixed assats and srants towards the cost of tradninm vorkers

in sldlled industrial processes,
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LAWS GOVERMING FINANCIAL ARRANGEMENTS AND CREDIT FACILITIES
OR TAX CONCESSIONS FOR S.M.E. IN ITALY

In recent years the oompetenf authorities have iniroduced a numbor
of laws making provision for enterprises wishing to restructurs, reorganize

or oonvert their produotion possibilities to obtain finance on easy terms,

These measures, which are part of the broader process of industrial
development to keop pace with international competition aro listod below:

Law No 274 of 18 May 1973, amending Law o 1470 of 18 December 1961, and

providing additional funde, includes provision for the financing of industrial

programmes involving the converwsion, iransformation and resiructuring of enter—

priges, provided this is in tho general interest and of economic and social wvalue,

Law No 1101 of 1 December 1971 oontains a serics of measures designed to promote

improvemonts in the productive structures of the teoxtile industry and to help
enterprises in this indusiry to build up operations to a scale which will enable

them to remain competitive in present-day conditions,

Under Law No 1101 - the credit oclauses of which were extended to other produciive
industries within the meaning of Artiole 9 of Law No 464 of 8 August 1972 -

three types of programmes may qualify for finanoial assistance on easy terms;

a) =~ restiructuring of reorganization plans carried out by textile enterprises

b) ~ plans for donvertiny.comd 6r ali:f461}itivo~bo other operations, being
implemented by textile enterprises in areas where the textile industry
is predominant;

¢) = Plans for the oconstruction of new indusbrial plant and the extension of
' existing plant for activities other than textile manufacturing,

Law No 184 of 22 March 1971 provides for the éstablishing, undor the Istituto
‘obiliare Italiano, of "working capital™to be used %o help oarry out resiructuring
undertaken by individual enterprises or, proeferably by groups of enterprises in
productive indusiries where there are rationalization or effioiency prodlons,

¥



Law No 623 of 30 July 1959 = éuhaeqﬁantly amanded and supplemented ~ provides
for the finanoing of and tax oconoessions for S M.E. in certain depressed areas
of Italy,

Law No 713 of 24 December 1974 lays down spe01a1 conooessions for small and

medium~sized industries,

i

Pinally, thore is the."Finanziaria Moriodinalo" sot pp in April %o establisnh,
develop, expand and roorganizo companies in southern Italy, partioularly small

and medium-siged ones, !
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1167/111/75-E

FINANCING OF SMALL AND MEDIUM-SIZED ENTERPRISES .
IN_THE GRAND DUCHY OF LUXEMBOURG |

Generally speaking,:4i% is difficult to answer at all fully the quaation

regmrdlng the flnanoing of SM.E, in Luxembourg.

Because of 21 laok of satistical data in this field,tbﬁhrepliea to
the EEC questionnaire oannot be based on quantibiive data bul"miot take the
form of a general desoription of the financing of S.M.,E. We have had to
enlist the aid of experts in tax legislation, ’ ' :

1. The comparison of the finanoial structures of S.M.E, and large firms

has not been possible, until recently, except in the indusirial seotor, as.

- large ocommercial enterprises in the distribution scotor have only appeared,

with one or other rare exceptions, in recent years. .

It can be said quite categorically that S.M.E. in the industrial
scotor, including grtisanal entgrprisga, have for ;'long'time boen soclf-financed
by depreciation and reinvested profits,  Only part of the working capital has
been financed by shori- or medium-term liabilities, i,e., trade oredit and
overdrafts on ourrent acocount., The same is frﬁg 6f large firms, the maiﬂ
representative of whioh, AYDED, sought virtually no loans wntil 1967,

Commeroial S.M.E.,.whioh'normally have fewer fixed aasets'than .
industrial enterprises, have boen self-finanoed, mainly by reinvesting profifs,
When necessary, the owners or new associates

veefoes
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have invested ogbii&lﬁt5“ﬁyp§?éﬁéﬁﬁ”?éﬁféfinaﬁéing,".

The situation has changed in all seotors since the end of the
sixties, Keener conqptztion 1n a napmdly expandlng eoonomy, the prOgTGSSAVB
integration of the oountiry 1nto the COmmunlty, riging labour oosts and general
cost inflation have caused many problems whioh S.M.E. and large firms alike
have had to faoe by taking major resiruoturing, modernization and rationalisation
measures., Capital requirements have inoreaded as a result. These oould not
‘be met sblelx.%yvself;finénéihg, which haes been eroded by the depreciation
of money, and the finanoial struotures of firms have therefore altered radically.
The proportion of own finds used to finanoce firms is now shrinking and being
replaced by funds from other sources; large firms are having to borrow on the

capital market and S.M.E. are resorting to bank loans and mortgages.

v
Y

2. - ‘Unlike iko large firms, S.M.E. in Lurembourg are unable 4o expand
their capital by issuing new shares. They have no oommon banking institution
of their own and therefore have no access to the ebck market. Restructuring
is the Only pOSclbillty left .open to them. Indzvzdual S.M.E, are forming

~ oompanies by taking on one or more aotlve or aleop1nv partners who are
prepared to invest in the oompany. MOBt of these restruoturlngaoperatlona
are exempt from tax, BanB under oertain conditmons the law does not raguire
the inoreased capltai to be deolared.

It is diffioult to quantify the effeots™on the finanoing of S.X.E,
of interventions from public funds (capital grants, subsidies to offset
barrowing charges and temporary tax arrangements, '

v.../'..
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The dwindling numbor of S.M.E. - going out of business or losing
their trade to powerful joini~stook companies - should bo suffioient proof
that existing possibilities of finanoing no longer meet the requirements of
S.M.E. Of oourse they can still resort $o loans, Many firms, however, find
too many obstaoles here: either they oannot provide the requisite guarantees
on their own or the financial oharges are too high.

3. Undistributed profits are subjeot to the same taxxas distridbuted profits.
Although legislation on tax relief for invesiment was intended to 3ssist all
firms regardless of their size, some measures affeot S.M.E. more than large

firms,

The value of fixed assets has been raised twice sinoe the Second
World War under the tax law, There are no plans at the moment to inorease
it again to offed ourrent inflation, but, certain tax reductions - essentially

of a temporary nature - may remain in force as a oompensatory measure.

4, No special laws have been passed with regard to S.M.T. or in respect
of the legal status of firms. ]

The prinoipal measures adopted during the last ten years which have
a direoct or indireet influence on financing or inoreasing the share oapital
of S.M.BE. ares

-~ oertain tax revates and allowances, which have been desoribed above;

-~ gasier terms for the aoquisition of land or premises by firms setting up
new operations or relocating existing operations;

cvefaee
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- premiums allo.ed on eavings for young traders and artisans setting uy

business for the first time; . , .

- capital graﬁts paid t0 existing firms for investment projoots whioch ara
oompletely or partly self-finanoced; ' ' :

- loans for the purchase of equipment and interest subsidies, i.6. a State
oontribution towards the borrowing ocosis whioh varies aocoording to trades

and oooupations,

‘

" These measures have oertainly helped the investment projects of
5.M.E. but they have not provided the initial stimulus for them, or at leest
not for all of Yhem, The oreation, extencion and modernization of firme has
geen carried out in the past largely due to:the porsonal efforts of the heads
of oompanies, t0 the improvement of produwotivity and to the general coonomio
upswing. Fughermore, the effeot whioh certain aids might have had on the
oreation of equity ocapital has been lessened by the *ax dburden, sinoe such
aids, as far as their reperoussion on the finanoial situation of firms is
oonoerned, are - just as in neighbouring oountries - subjeot to inocome tax
Just like business profits. .

‘There is a danger that the measures taken up 10 now will prove
inadequate in the present troubled eoconomic olimate and.ailarge nunber of S,M.E,
may be swept away, since they will not bo able to'hold their ovn against
" the onslaught of flrms with large oapital ‘reaouroes.

Apart from & few self-defance initiatives whioh have boen taken
hore and there, resulting in ragroupinga and mergers of firms, no new safe-

guard measure has yot been envisaged by the puhlio authoritiea to proteot
S. HUE. ’
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. N © 1167/111/75-E

SURVEY OF THE FINANCING OF SMALL AND MEDTUM-STZZD .

ENTERPRISES (S.M.E.) IN THE NETHERLANDS

. A'amali enterprise has no access to either the money or oapital
market., A typical S.M.E, is financed from private capital, inoluding

profits, and from bank oredit.
« A large undertaking oén go to the money and oapital market.

~ The different treatment given to the varioua‘brahohos of industry
depends on the nature of the partioular seotor. 4n undertaking in
a weak branch of industry generally finds it more diffioult %o obtain
bredit than an undertaking in a branch in whioh business is flourishing,

The mos% important external sources of share capital are eliuity
investment companies, These may be either private or public, State
equity invesiment companies take only minority shares., Several of these
companies exist in the public sector in the Netherlands. Furthermore,
the aﬁiporities have very reoen¥1y created an institute for so-called
"subordinate" loans ("achtergeatélde laning") with a'view to improving
the capital structure of weak enterprises. Here, the crediiors have

priority over the provider of the so-called "subordinate" loan should

" the undertaking concerned go bankrupt, The provisional maximum amount

earmarked for this purpose is Fl 500 million, The minimum amount per
loan to be provided by the Nationale Investerings Bank (national investment

ooo/oco
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bank) ie F1 250 000 =~ whioh is the limit for the Krodiotbeaohikking Midden—
en Kleinbedrijf, whioh als6 gives subordinate loans.

~ The private seotor probably has the largeet relative share in the finanoing
of S.M,E, (otatistioal data not available),

- Not applioable; small enterpriées are not admitted on 4b~the etook market.

'

« No answer oan be given,

'

3. The present high rates of taxation leave little room for self-finanoing,

However, the authorities do 0 a oertain extent enoourags smaller enterprises
to finance themselves, and have, to this end, mado it legally possible for tho
self-employed to build up & fisoal reserve for their retirement, This resorve
can in fact be reinvested in the enterprise, Furthermore, those self-employed
persons whose profits are below a oertain figure benefit from an allowance

for the self-employed, wh1ch means that a oertn1n amount of ‘the 1nvested
oapital ie exempt from oapital taxatzonc '

Private oompanios and limited liability oompanies (besloten en
naamlose Vehnootschappen) are better able 6 finance thomsolves-even without
euch’ measures - since in their oasesc retained profits are uéﬁallj sub3eot

to a lover rate of taxation than in the oase of private undertakings.’

[ 3 . LN

= Inoome tax rates, which are of partiocular importance to privatedy owned
‘enterprises are offioially adjusted each year to take into acoount. the rate
of inflation reoorded. No adjusiment may exoceed 80 %. ° . e

L
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- The returns on an enterprise's capital naturally depend on the proportion
of the profits olaimed by the tax auxhorities. The effeots of this are
mitigated by the extension of the investment allowance and the opportunity
for the premature writing-off of industrial premises, However, the latter

measure is applioable only outside the "Randstad" area (the highly indusirialized

Vestern gone of the Netherlands).

The above~mentioned fiscal reserve for retirement benafits and the allowance

for the self-employed are in faot intended primarily for S.M.T,

~ Yes, The fisoal reserve for retirement bénefits and the allowance for the

solf-amployed are applicable only %o privately operated enterprises in
vhioh profits are subjeot to income tax, and therefore not to limited

liability companies.

4, The measures referred to0 in point 3 were drawn up during this

period speoifldully for S.M.E. They should have certainly met with
. some suocess, a}though it "is not yet possible 10 ascertain to what extent,

- The Government has sei up a study commitiee (Chairman: Prof. Hofstra),
‘whose task it is to investigate the effeot of inflition on.the levying of
taxes, with speoial attention being paid to the concept of fisocal profits.

g2
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NOTS, BY THY DEPARTIMVNT CF INDUSTIRY

INTRODUCTION
1 This note briefly discribes how cmall firms are fiasiaccd in

4

tho UX.e It haw
haen prepored in accordance with tho schewa propnzod by DCILI/A/h of the.Comniscion
of the European Communities, and iis to bo conaidered, togother with uimilor notes

by other merbor countries at the naxt meeting of small fiimc officials to be held

by the Commisaion in Nevewber 1975, _ '
2 Tor the pnrposo of this neta, Myuily aud Debt are as datined in the feotnntka to

the DGIIX cchora. Suiall firmg ave thoase in tho wonulastuviape, distvibution wad carvics
sectors oxoluding agvienlture, the professions and finmnsial sorvicaesn) conforning

to the sizs limits defined for shabtistical and Jdewerintive purposes anly in the

Report of the Bolten Committes of Fnquiry on Simaldl Firms published in 1971. Toose

gizne limits, showing adjustments of turnover viiere appropriate to sllow for preascent

day values are at Appendix 1.

OTAANCTAL SRUCTURT AND CONPARISCH WITU L RGi EHTERPRIGNS '

Finanes of n Tyoieol fmall Fiem

o8 e mbnr wa

3 Datx published by the Bolton Comuittse based on a sampla survey of oswall ficas

sovounts for tho yenrs 1064 and 1963 is summorised in tho Tavles at Appendix 2. Theno

.

siow the coiiposition 0f the aversge balence cheot of:
(a) the survey group as a wholo; and

(0)  cubedivisiens of the group according to legal status of the business and
broud indunstrial seciors.
Table {n) aluo comparnd averags bhoalance cucots for the gurvey group snd fov quaked
COLPONits,

% Acracding o these deka, tho averag? sonll fivms derives ahoud 9C% of itn long

teen Tinenan fron cqudly sowrsck and from owners loans, and 700 of ita short tern

erpitol from teide ereditors,  Anothor 23% of chort tema finonce is orovided by baak
Loras and overdeafle, rod e baleacs from miscellenacus oredil courcds sush ws debii

-~ '
TAYY < snemis ) g
IO sovveas

y Lan due end borrowings from private individuals,.

_} ‘\’l';..?‘- -1 -'"i.ml.'ﬁ_/. o4 53
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Aosondix 2, %a

5 Vovictions occur, of course, withia this average. Dolton fouad, for exeaple,
that wincorperatad buninosues tond o hovrow Less from the banks than do companics,
and that a substantial proportion of asmall firms do not borvew at all. On the other
aand, he adeoo found evidence to suggest that fast growing firms rely to a wuch

preater extent than the avecage on external borrowing frow hunks and elseviere.

Fines of a tvnical large firm

- waey-aw

5 The information ou the tinanciil structure of large enterprises in the United

Kingdom is obinined from tie publishod annval accounts of companics. Thecse accounts
we dravn up to give a true and falr view of a company, ead assots ard liabilities hold
ave valuad at book value, which xeprcseants either tho historic cost whon purchased or
the volue whon lant revalued, and ave aot of accuwulaiad depreciation, Thoe deprociate’
ien chorgn ds pgeaorally calceulated on a strafpght Line bavls over tho 1ifo of the

aerot and iy net the ciunt of deprecintion allowed foi toxnlinn reiiaf as in wmuay
ether Burepean conutries.  The mothiod of valuing assets and depreciation affecty the
sized profits and thus the size of rovenue end capiteld reserves, snd this plus oiler
differences in accounting conventiona makes intra-countey compoaricons of the financial

structave of companies basod on compeny accounts very difficult if not impoasible.

7 The Dolton Committoon analycis of the average quotc! conpany balance shust sucwiny
the proportion of Dunde darived £am variows sourees is incovporsied in Tabhle (a) of

------ &

eelative duportance of the vecious foras ol debi in relation tn tha

(v

v Ine of sharcholdera’ inteveszt, thut is shora enpitald ond revandg enpital aad tax
cesorves fici 196h ko 1973, for luarge listed indastyrial and comnercial compcaies oper-
Aling mudaly in the United Kinpdom is shown in Pable 1 of Appendix 3. Listel companien
vhich inciade quoeted cowpanies, arc thosa whose sscuritics have basn-vdmitted to the

Of<icinl Tist of the Uuited Kingdom Stock Reclirnge (seo poras 17-23).

i e watio of lovy term loana plus bank borrowing rose over the period 1£64-1970 ar
wien fell bacl in 1971 and 1972 bofave increasing azain in 1973. Tuaere is li%ely to ke
aen a furthor omall increase in 1974 becwmsa companies had very large incronces ia
Lt homening, AU denst part of the rapid incrvease ia this tovroving rclative to
rhracenntd ! intoruﬁt\pitnr 196h wesuited Lrom the 1065 Fiaunce Act which mace it WO
~WAAG R Getag Yo radge loon capibal han equity, and the slowing down after 197C iz in
Tt pionobly assueiated wAth the facter increase in eroditors relative Eo datoen, so
iat by 19723 ececldilors vora greutér thon debiors.

9 T
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9 Thore 15 eansidevoble veriation between comprnics and industries of Lhe ratio
of dobt to sharcholdera' interest as is shown Ly Table 2 of Appondix 3. Tacue
figures, howover, noed to be treatod with coution because first thoy are baucd

on only a limited number of companies, and second companies are classificd by their
main activity and theroforo tho figures for a particular iladustry con include a
significant amount of the activity of another industry group.

~-2U~
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Diffarences bvohtween Industrial Sestors

10 Though the Folton Comwittec found that there were variations in the financial
i structure of aunll firma betwoon induatsries, it did not ragard theom as significant
enough to draw comaent. Tt is uctable, howover, that unincorporated menufasturers
~*  uppear to have a lower proportion of equity to total finance than uaincorporated
= non-manufacturers, whereas for corporate small firms the opposite appears to ba
; the cese. The relevant proportions are shown in Table (L) of Appendix 2,

* SOURCES O BEXTERNAL EQUITY FINANCE ‘ :
- Y Mador Sources
11 S0 for as is known, no infovmation is available about the proportien of oquity
finaueo provided frow oxternal aources or tho proportion of funds availabls fronm
external couccos that are invesied in small firugs by way of aquity holdings. Howevor,
raseareh comid arioned by Ftha Nalten Comeiitea ghowed thal ewvloinal fundp cormrise
a vory sail preopoviion of total anseta ewployed by he ganll £iran sector, oad
‘ thak dnatitutional funds tend to ba concantratod on fhe axprnding Tiep,

.

12 Tae main extornal souvces of aquity financo ore private individuals, thovgh

E cueir 1mnortancﬁ ie deelining with the decroase in the nunber able to iavest subntaﬁa
tial suas; iastitutions suech as insurance compnnias,'pension Yunds and merchand banku;
and for fast growing firms with an carlies prospect of obtaining a pubiic auntation,
a saall nua ber of venture cepital coupanien, usnally offshoots of merehant banks or

iusuvance conpanies,

13 OF tha latter thu rmost iuportant is the Tndusteial and Commercial Tinonce

Corporation Ltd (T0TG) sstoblished in 19%3 by tha Bank of Imglond and major clesving

bauks, wirich provides finance to cwall and madivm sized husinesses in omeunts rangiag
fyrom £5000 to £500,000 oxr more; It is thought that tho inveskinont by ICFe sincoits

el o e ity e s £ 5 ot
+

founding of over £375u in some J2C0 guall and mediam sused cempoauies (the nropsriion

L invested as equily dv small fivms is uninows) oxcecds the combined awmount iuvested e

©oothar eyity or vanture ¢opital uemnnaies having an intersast in fho saodd Sivs

0

LGS U

]
[l

oAk Hany instituiional investors, i inclnling ICPC, malke 6 Chedlr policy nevar, or oaly
rorely, o intentionally acquire a controlling intarest in codpanies in wileh thay

wvest, bt the sizg of an vquity holding con vory COﬂde“"ﬂly. The Bolton Cammittoe

vesearcnies faund 1 morchant bank that teies to resizict its wolding to 154 ar deu 3,
but it in enbleeked thot 25-~%% is a riore tyyieal Iiguro.

% 5 }‘:"ﬂ.l.;. ;')'/o swan
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15 Mauity zopltal may cowstimss bo aought to pivide caniiodl o puy Cupliied, Tewmsier
Tax {formorly Hstate Duty) without breaking we the businoss, Carinin ingtitutiona,
of which ths Hstate Duly Investmoni Trust (EDITH) dc best known, specisclice in buying
ninority intavests for this purvposv. XEDITH is net norvselly prepared to invest lasn
then £20,000 in ony campany, and iis investments ave afifaclivaly restricted to
companies eciming before~tax profite of £15,000 por ennwa and upwards. Though this
wind of invesiment has tended to rennin static in tho past, the iantroduciion of

Capital. Tronsfer Tox ian 1975 may ece a growth in demand i tho fature.

Relutive Tanorkance of Government end Private Ssntor Sources

nawang.

16 Though smwall fiayms are elipgible for aid undor the Covernment's regional. dovalop-

b

mong prograntag, the cumount of haly given in the form of cantty inveosiacnt since the

pessoage of tho \Industry Act}1972 is nil., The only othor potential coucce of pgoveirn-

. . o . . | .
mant equity is the ¥atlonal NMesearch and Development Corporation (HNENG)! which provides
fvinds to anaist Cho oxplitation of dnveutions, and which invested £om ia the foram of

cruit

s da conpanies of o)l simes in 1973,

v
v

Fha iindirum ceanivensnbs for Raicine Benity on tha Stac Hoviet

. ——

17 A company sesking equily finance on tha Stock Merkot for the first timé ic
required to provide ceriain specified information in a form apyroved by the Stock
chhangoo Additionally «men the company a8 admitted %o the Olficial List, it eaters
iqho A '"TAsting Agrecnant! nndfr vhich 1t is required to maintain a regular enunayly

&

of juformatina to 1t3 shoveholderd and the investing pudblic.

»

i3 Applications for o Shock Exchonge listing are considered fron companing whosa
Liatad soenvitios orn cxpected to have en indtial aggragate market valite of at loast
00,000, i may be axde up of mere than ore ¢lass of cecurity but an applicasion
will not rormally %e considered in respect of wy single scevrity whose initiel
varket capitalication is oxpectcd to ba below £200,000. Tn exenptionnl caécs a lowex
initial copitalisation may be acsaptable where the Counci). of th2 Stock Exchanpe are
satislicd ag to marketability,

[

,. LR TR PR S ’ TR . .
2 AL denst JUR of suy 2lasn of iscued equily capitol or secwrities convartivlin iuso

equily capitnl is required to ba in the honds of tho public, 4hat i&, persons “ho aro
b associnted with ths Dircetors of mojor sharcholders. In the ease of very lacao

16Sues the Nouncil of Bha Stock Bxchaage moy ba prepared to allow a lovae peceaniara.

" \Y)
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€0 Tuw wsual mwiiods by wilch vendurs or Companies obtain a lisiing and raise
finanee for securities, proviouwsly privatoly hold, are by "offoru for aulu"}or
"placings'. (There are also fasilitics for introducing to the warket sccurities

vhich are already widely held, possibly being quoted on ons of the Provincial
exchanges, for raising additional funds ox making asquisitiona by the issue of further
oecurities of a class vhich is already listed and for the conversion of cecuritiocs

ond the cxorcise of options and warranta.)

21 In the cage of "“offers for sale" (and the loss common "orospectus isnue’) a
prowynctus is required, which after approval by the Stock fxelumgo must be issued and
adverticeds .A card basad on the prospectus is alse roquirzd to be incertnd in tho
stutisticul services. This onebles the offer to be made to ho yublic Ly an isguing
houza or broker (or by %he company Ltself in tho case of a "prospectus fgsuo") or

securitice adveady in isoue or for which they have azraed to subscribe.

22 A placing is the sale of or obiuining subserinition For sccurities by an issuing
Aowse or broker throusgh the merkat and to or by tholr own clients. This nothod is
senernlly only allowed where there is not likely to bo a sigaificant public demand for
tho sceurities and where tho expected muarket valne of tho securitics to b2 placed doea
not exceed a preseribed maxiaun amount Tixed from time to iime by the Stock Exciianrge.
(At rrésant this amount is £560,000). Tais ccnccssioﬂary method of obtaining a listing
way e favoured by small firms as it avoids the necessity of producinz a full ovros-
pectus and is less experciva than the other methods.

L

23  Appendices & aud 5 show the cxpected contents of a wyroypactus and the requirements
the Siockt Txchange insists thab a coupany choudd comply with to obtain o listing.

Aadesuacy of Fwisting Sources of Bauity Tinnnce
- P iy & P §an s S anm—

L LT P P .

2 The Dolton Committec examined the necds of smnll firmu for extovnal fiaanse,
inclnding equity, in considerabls datatll. It found that the majin limitaticns on oGt
grrdl firms ability to raise equity orv leng torm funds are a lack of hnowledne of the
gources of financn available, the increased cost of overhoeds ( the "troasaction®
cozt) whon applicd to emalloer firms and the lack of waua ument and pecouating
veeceaures which would enable investors and lendcrs to accurately ausess the patential
reverds and ricks involved. It also fourd that there was no laperfestion in the wupply
of Tinauce to warrant either the creation by Government of a new institntion or Lo 3V

orishing onzn ave orgmnised. It concluded therefora that though sowe small busincas

U\Ias
WO na,
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would be unable to fiud finance of the type:they need, at the price they can afford

to pay, any deserving firm would eventually find a source from which it could obtain .,

finsice though nol necesecarily in the form of aquity, on proper terms, DBroadly this - :

position still obiains todny, though it is kept wader fraquent review. ' .
-

*

FISCAL FOILICIES

Fffect of Onvrent Fiscal Policy on Self-Tinancing

25 Tho corporation tax system which has operated in the UK with effect from finane
cial year 1973 is an imputation system under which part of. the company's linhility

to corpovation tax is imputed to the shavcholder by way of a tax credit which satislivs
the bocle vate iacome tax linbility of the sharcholder in respect of the dividends
veceived from the companye %o gaswre that this credit ia always covesed by tax
actuolly pold by the company, a company that pays a dividend must at that tims mako an
cdvanicy paguient of corpovation ©ax equal o the emount of the crcdit that the sharce
Wwlder will be able o daiu. Tais advance payment can be wet ofi ogadnst the componyl

Llabilivy o corporation tex low the period in which tho dividend is paid;

26 Trior to {inancial. year 197) the oystem in opecation was a classical eystem under
witden the lisbilities of company and its sharcholdors are complaetely separated.

o

o7 Vs the iapuiaticn gystem do2s not diccriminato against distridbuied prolits as
did the elassical system sincs the latter involved full cconomic doudble taxation of
prefits (ficst in the hands of the company waea eamiad and secondly in the hand of

fhe shnrenelders whcu distribuicd). As the dmputabion cystem involves even-handzdress
of treciucut fovr prdits whether distributed or undistributed it is likely that it leads
W & highor davel ol distrihntioa than would the dassical system and therefove reduces

reteniions of peotits available for self-{inancing.

: T .
23  Foc ihe closely owned compmany (Le wne controllad by 5 or fewer peraons or by its
direcinra) this teadtucy has in the pust been roinforced by the enforvcomri of
distriiniions thronch tha so-called shortfall provizions requirinz close companina to
distrivuie a miniwm parceninge of their profits. These provisions atilld exist, bul
eve of losy significance following the introdustion of iuo iwputation systesm and their

~ e e . N T Y PP . : .
effest hus in any case been aitigated by changes in the law which have rewoved Lany

y e H A EUER I 2 4 \ ' - e
anpinien Frowt che Liahility lo ghorsiall nssrusients Taere have also alvwuys bean
s : roquioed A

Trovirtians €av YTare Aokt g rx felumin fieie Py tasd ! o DIRKINK)
rrovisioes for lavoer diseribuiions thaa wiwaauimig Vhen Bhe neoed for hicaor relealious
. Yvm (1 o Taves oo ot 3 3oy . H
Ganne drranateaied, and the Bolton Commiitee was sabiafiod thul those have Loty vary
./-'01]./1 LI N -
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well and sympatheticeldly admindsztored by the tax awthorities.

29 Capital taxation in tho UK consists of a tox on enplial @ains'following the
actual. or deemed disposal of ussets, introduced in 1S 065, and a tax on the transfer of

capital in the form of gifts cither during the lifetiume of the donor or on his death.
An annual wealth tax is at present under consideration. Companies as well as

individunals are subjeoct to tax on capital gains. Capital Traunsfer Tax and the

‘provosed Weslth Tax ore chargenble to individuals only.

30  These taxes may affect the self-financing capability of small firms either through
their effect on individual owners and sharcholders as is argued in the case of Capital
Transfor and Weolth Taxes, by leading to the distriontion of profits in prefercence

to their roctention ia tho businossy or vhen the tax i pald out of the incowe of the
busineaa, by reducing the surplun availoable for reinvestment. Howover, as these taies
haw only just, or have yet to become a reality, time alone wiil t211 whethor thicse
dengers saterialise. A differcat, but rolated, danger lies in tha'poasibility thas

asovhs Wil be rlalised as w mouans of overcoming iiguidiiy problems arising from a

Liability to tox. However, the Bolton Committce recognised in the contert of enpitsl

gains that disposal of a shore of the oquity is a more likely course “nich, if adopted,
would have no effcct on the ability of a busincas to financoe itseolf from its own
readlurcuia

.

Fodificatioms of ¥Viocal PoTicy tn allow for Tafintion

e

31 There has been no general mod1f1catloq of €1v9d1 uul;c; to allow for the cflacts

of inflation, thouph following publication of tnﬂ/bummtutoe on Inflation Accounting
ia Supteiber this year, concideration ig being given by the Governmeni to its fiseal
implications for thou corporate sector andfor the business communiiy os a wholec. Thoce

specific measures that have been edophed to mitigate the offccis of inflation from whisl
small busincsses benefit are: '

(1) raising the profit limita in 1974 goverming the eligioility of companies
to qualify for the small firms rate of Corporaiion Tux (sce para 35
helow);

.

(2) introduction of stock appreciation raliel wiWoranhy profits acising from

) isiog frou

inflationgry increases in the velun of stocks und work fu progra2ss ovo
excludad frow lisbility to tax;

K o I Y ., a8 . . :
{3) doubling nt the exordilon frow Capital Gains Tnx¢ on business assahs

divpoead of on rotircment,

Y E
111733{}':(',/‘-... : bo
PR .
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witact of Viccal Policy on tha Radsdnem of Copltal

:2 Thero are threo aspects of fiscal policy that affcct the raioing of capital. Tho
fivot rosulis from tho lack of dinarinination aginst distributed profits that ic
inhoreat in the nmpntution system. This pormits the miccleet to huve a less resivained

influoncé over the distribution and reinvostmont of profits and thoso businesses

)

whlch Uzva good profii expectations will prosuncbly find Lt casior to attract capital.

33 Tho sceond fuctor which acts contrary to this is tho diuparliy ol trautment Veltwun -
distributions in rerpoct of cquily capltad and intercat payments in rcuncrt of
borpowcd funds. Whorcas dividends must bo paid outuor.uvvlprofita intorest payaants
are allowablo in computing corporation tax profita. /”Loo exairple at Apncndlx,G_J7
The reomlé is cloarly that equity funds ara a moxa coatly form of fimancoe th:n borrowed
fwidse  The effiet ig howevor less marked under an inmutation cystom thoa wndow a
ClhuSlChl systen aad tho chuange to the impuhatibn syctem should have resultcd in a
quatov pronoviian of finance haing raised thvdugh equity rather than borrouving than
uoqld olharwice have boan tho casa. As this is however only one of wany fachors Lo be
ugéhxdur»d in financing decisilons it is not possihle o quota datn in enprort of thins
Thé eah batwoen the cost of equity and borrewed twnds is lesa-in tho case of companiss

whjeh con take the benafit of the smoll company's rate of corparation tax, (see

P

ageaphss ). The disparity of treatment alsc disagpears whea the sharecholdaer i

o4
g

IS
itgold a body liehle to corporation tax., If tho income that it recaives isin the Form

of'a dividens then the tax crcdit that it receivés covers its Iull liability to tax

ig?roupect of the Sividend wince dividends fiowing from one UK company to another ore
nﬁ} liablo to corporation tax. If however, the inccws is in the form of interest
onfmc 5 loawd ihe tux eredit is allowed agoinot tho company's corpofation tax

¢uJ ify the additional tax payahle cancelling the moro favourable treatment alfovded

LO the interest payment in the hunda of tho pejun" uompnnj.

4  The third aspect is Stamp Duty. Although Stomp Duty is payable on ihe transieor of
both loan stock and shares thera is no duty chavgeable on thn isgue by a compnny of
debentures or loan stoeclt comparable to the duty charpgeable on the iszun of share ecapiil,
Tho rate of duty payeble on the issuc of share capital is one per cent. Thiu Jdispority
of tirentment will egain be ono factor to be taten into acceunt when considering

viiether to raise fundc by an issue of shares or by borrowing.

Sncein) Trovisieas foe Smal) Pirma

e T ogevey nnry ap oye v ‘ ) A X
35  Laweesosive Govoernweats have accopted the Rolion Cowmlitee concluuians Ehat swdl

o K .
Lirwms nelther need rov dasira preferential treotment of any kind, but in accorduircs
vith/...
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with the Committco's main recommendation have tried to avoid any action taat ‘
inadvertantly diseriminates aginst the scotor. Tiaeal moasurves from which wnall
firms beucfit are thercfore either genorally available, or ave designed to avoid

.

digerimination vesuliing from size., The main provisicns aroi-

(1) & go-called 'suald Tirms rotd' of Cerporation Tax for profits :
up to 525,000, DBotwoen £25,000 and &h0,000,‘profits are taxed on
a sliding scale between the 'small firmg", and tho standard rate. :
Abova £40,000 tho standard rate applics. Curreat "omall firuw! ;

and standard raten are 2% and 52%. Lt should be noted that profits
oare charged at a single rate according to the b nd in which tho total
profit folls. Ior example, if profils oxceed mn), é"LéhJ duULO profit
ls chargeablo at & wingle rato on the sliding zesla, Similavly if
profits orcesd £40,000, tho vhole profit is churgod at 52%, ie there

ia no bandings;

(2) though Capital Teonafor Tk is an individunl ond nat a businecss 1iab.
ility, moasurcs havo been dncluded €o. facilitate the transfar of eaall
business interests, and to encourage thoir transter during the lifetime

of tho domnor in tho interests of ordevly succession. These oros
{a) a lower ralo of tax on lifetime transfovs up o £506,000 ia
value provided they are made at least 3 years before the
donor's death;

(v) provicion for tax to be paid by the donce; °
(¢) ‘provision to pay tax by interast freo instelisats 6vcr 8
yeans vp to a value of 250,000,

(3) Cepital Goins Tax due on disposal of ecvtain tyrpes of business intercst
ay b2 paid by interest frao instalaents over 8 years,

Sageirt Provisiong for Differont Losal Foims of Bun;u~~~

L AR L8 ey

“36  under UK taration provisions the pro nvmctors nr uniucorpoiated huqln0u90u vhethae

so]*«oth.Lu,oru ot¢ nartnerships are assessod to income tax in rogpeet of thels profits
“a% the raty of tax applicable to the pe*«onnl circumatances of the proprictor {o after
dzductior of wllovanges, at the bagic rato and, if appropriate, the higher ates,

Vaers the prelity of the businecss ave sulotantiol, hecnuso income iax is Clarguanle
on the il arovnt of “uasiness profits roguedless of vholther they o disteributed, an
miasorparatod husiness 1o unfuvourahly tireated in co orparivon with a eompany o

)
undistrinted/ s e nea

. 1,
w RS GU



iavesiment by way of loan,

undistributod profitc but morc favourably treated as regairds distedbuted profits.

37‘ Sacondly tha favowrablo Lroatmont that corporation tox wifords to berrowed funds
doosg n;t have tho samo offect in reapect of uninocorporated businessos Jinble to

incomo tax. Although the interest payments aro deductible in computing the business
profits liable to income tax tho interest fself is assessable to inceme tax in the
hands of the reclpient. Moreover, because the interest Lut not tho business profits
will be investmont income chargouble to investuent income surcharge; thore is a biecs
in favour of direct proprietorial investwment in an uniacorporatad business rathor than

JUSILATIVAS 10 RESOLVE THE PROBLIM

NTE I [T T U o g Y . g € o . -
Autbintives tnken with e eant 5 to 10 yosrs

B The wajor indtiative tikon iu tha saull Firms field in thia pericd wes the
seiting up in 1969 of tho Bolton Committcs of dngquiry oa Swmall Pivas to cxamine the
I

wole of 6iold fiems in {he vational economy, end dn paxrticonler their profitability

aud tha availahility of {inance. Tho Comai.ttos avoentually roported in 1971,

39  Tho policles adopied by UK Governments sinco that Line have beon in aszcordanceo
with tie Committou's concluslons roforred to in paragraph 32 , and many of the

Cosaltles' s rocomuendations have now besu implenienteda -

0 Yo Comwuilioo was breadly satisicd that adequate sources of oquity capitel wors
evailable to emall firms and made no recommenditions on this point. Ssveral chrnzes 3n
tax legislation vhich would affect retained profits were recommonded ond uhizrs Ly s
bean-poseible in the context of wider snoromic and zocicl policies, theso changas hiava
baeen introduced,

b1 An importeut iniiiative talen in 197k by the Bank of Imgland in association with

the Taglish and Scottigh ¢losring bunks as jesxt ounnes o finence for Industry Lid
(F¥Y) was the exponsion of FFI's capacily to prowide mediws tera finance fop ivvestaant
by Beibish indusivy.  Tho sim is to make £1000m availablae for thig Purposs by way or
lomas Tiwrnced by vavious means fppm mavket ond Lank sources. Though it ia envinied
that the vast anjority of theso loans will be to wedium and lorge sized firms, sowme
additional. factlities are axpoctad to ve provided to the &me

! ) firms sector tharouzh
the ¥¥T's subnidiavy, ICFC Ltd,

s/ eeren . | ' 63
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' . '
Naw Initiantives beinyg Bxawined within the Publie nnd Privatloe Sectors H
1

' 42 One of the dutios of tho Small Firms Division of tho Department of Indusiry is to .
keop wnder review the nceds of the small firms sector and to determine whether speciol
' meastces to azsist the soctor might become necessary, particularly during the currcat .

; period of inflation. At the prosent time, consideration is being given to a numbor

of proposals for helping small firms, based on a rccent assessment of the health of

.

the sector snd of the ronge of feasible financial and ficcal measures avallable. Tor

-

* obvious reasons, however, no details of tho poassibilities being examined can be
" disclosed though sonme discussion of the range of potontial measures may bo possible at
¢ tho meeting to be held later in the year.

i A e ey —— o
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APPEWDIX 1

Small Firms as Defined by the Bolton Committee

Industry

Definitions adopted in the
report (figures relato to
1969)

Turnover  updated
to 1974 levels

tanufacturing

{Retailing

Wholesale Trades
Construction
Mining/Quarrying

liotor Trades

iscellancous Services

1

200 employeos or less.
turnover £50,000 or loas‘
twenover £200,000 or less
25 employo?a or less

25 6mployoea or 1@53'
turnover £100,000 or less

turnover §50,000 or loss

turnover £86,000 or less

turnover £306,000 or less

turnover £172,000 or loss

turrover £86,000 or less

Road Treansport

Cutering

5 vehicles or less

All excluding wultiples
and brewery managed public
howses.
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Table {(a)

Balance. sheot structura of rmall firms

vith quoted companies

ol

APPENDIX 3

compared

wonrer

Teoible Pived asants
acorta ],

‘rode Tnvertannts
Tet~l Fireel ascets
tock ont i,
whtarys

ﬁ':h‘h

“nveshnimly

Tthe Carpéant oy
T Onerent a

v < oand Oweront Acoets

3

[ s RN 19Y

Craferinte share

“ettel omd recanes pesarves
Tt lasns

e b teserves

Sp R and resorvas

oo ! M intemegpr to

-y e loansg

gt

2 ¥arnng gl ovedonfts

cu-rent 1inhilitins
hiTities

w1 oard Lishilities

Per cent of total assots/eapital and liabilitics

Baell Firms

(1968-69)

3,1

249
27.0
7.8
6.3 |
65.9
100,10
S ————

23.3
3.4

56

S

S v <oar———
U]
SR e —

Quoted Companies
(1967)
ho.h
2.8
31

h5.3
2h b
23.0
2.8
e
0.3

oX.7

———

[ K ‘v
20.9
2 1
.02
202.3%

1
wn
-]

hoo

N

“

66



APPZIDIX 1

Table (b)

3aall Dlemss shewcluce of baloace checls of compunies and
unincorporated firmy in manulacturing And in non-monufacturing

’ .

Por cont of total assets/capitel and liabilitics

Manufacturing Non—manuf. cinring
.
Hon~ fone
Ineorporated : L .
insorporated incorporatad

Tan=illo {irul nssets h 8 . 7.5 27.6 Zo.h

Incorporated

N
:3"( Wil 0.9 200 Cer ‘ 5.0
Myl Mxed Ansets ) 35.7 39.5 29.8 i
Geag) "J and u." 3t D 21-?. 1606 [ ?.R.‘l ".9.’?
~htars | 29.9 . 23.0 3.4 15.6
Th 6.8 10.0 I 7.3
*"v~~tm~n'~ rrd other currents nngets 6.5 549 5.0 a.5
Tital curtent assetu 6h.3 n.5 7.2 Ir.7
1 Assets : 0.0 10,0 0 AT
, —n —e e LI
Totinsrrohares 13.2 R4
T Taveves sharves 1.9 : 1.9
Zrpitel wol vevemie recerves e 7.3
Suneprntlonan holi 1.0
TAgel wet fluzerves 57.8 0.5 55,0 e
tonn bovn Jauey 3.6 Y] h,3 6
ool Lasan 7.9 h,3 o, r.n
reditorg 5.9 - X bl 7,0
Jthor gusvant Yiahilisien 4.8 Geld r.0 ,:".9
Total Libilities ha.? - 0.5 7.2 e
(k! 519. it o TAghidd tias TARD . TEARNTAT TR R TEI W
[P an— - L - -
Source:  Bolton Report, Chapter 2.
o ,
1
.
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*APPENDIX 3™
3 Teble 1

+

5\ Dobt as & propoxrtion of shareholdors Lntorost<1)
.t d . . b . . .
‘ Listod companics ia manufacturing, distribution and other services
. . —— Per cent/2 million
l . g messesmine te ereg ' SN IE f TRV RN s o--«--'.:*u:--nm‘.“t"u B (2 ) SN e )y
oA AVABCR oF : g . . Creditors
Qar. et eCo ok o : R §
. ""‘"‘"’,'55 1%308."{3 Lclga:;{"] m ]?gi‘;g]; ]_st e .Shv". rolde
o : | . ‘ b deblora interiat (

SR J,“'( o ‘; ’per cent of sharcholders? inﬁerost fm !
L o6 aass 990 15,7 24,7 " w7y 14,468
' 1965 | 2148 105 1007 212 L L 15,665

Do 1966 asea 1.7 19.7 315, < g.2 . 15,993

c o197 fuena T 22 3.6 9,2 ' 15,923
N ‘ . . . . ' ” ’) ..!'

1969 1t 148 26.3 At - 7.4 15,206
W70 [laes 170 27.0 439~ 4,6 . gy caq
o1 tast 15.2 27.4 7 42,6, .4, @
1972. ; Lug 14,9 27.0 41.9 vy

2

’

SN

d, 19,107
21,856

Ll -

o ! o : |
bear e e LT R B e DT P, Tl e Vel s teee e e e

Noten, :
(1)F_Ordinary and prcfervyco sharosrplus‘rov@nuc, caritin) and tas
recerves, plws minowity snarcholdeys’ Inierent,. { biol ™,

(2) Short-term lonns“qthcrhﬁhan Bank Leans aro inclirdeq 10 e U bors

. ..

Soupae Depgarinent; of Indvatey onnlyois of Compay recounts publi-asd in
. Bu§§nenm fonitoy, 13, Cearony Finnncn, covaring large Lighed Eumrnuién
opghaltineg mateldy in the Uaited Kingdom in r.-z-'.v..'r.v.z.v':‘:.u:'lmi*:nng:, it Lﬁ?u’, Lon
~ eoazteaetion end ceytain Ghher genvicen, Compnni.cs vihone BRIE vk onatg
Qe in.agriculture, mininm, shipying, propariy, Tinovec, and %Loun
Jopexating wainly overasens ave now included, She gories covexn all,
eompnuins in seepe withs - )
. Yo
. 1964 -~ 69 Ind; 2aaats of &k million or more op ecan incone o
o £50,000 o¢ more $n 1954 . - Ty TR B
o 1959 -~ 13 Mot asnels of €2 million op more or rircan incony of
n | £200,000 or more in 1960 . L o

»

6%



o . o S o Tablo 2
.Dobl. as a proportion of sharcholdera? intcreut(” :

?‘ " - Iioted oompemioa by industry - 1973 _
! | e s . __Pox _oont/E million
| et o mb‘ S * Greditoro(?) L
! ":'.‘:“‘”::‘ *" ! Bank Long~term Totol ¥ el o u;ro Shaxrrholdewgs
- Sl.oann loans louno dobtors interost (1) .
) o _por cont of sharcholders® interest Ln . -
Tood ‘ S ¥ 236 24.6 48.2 9,4 2036
Drink ' . :. Wi ; 543 2905 3408 107 1761
Pobaceo i * 16,0 63.0 79.0 12,9 . 691
Chervienlo end aldied ; ' ’ o
industrica Y 12,4 39.4 51.8 - 9,3 27086
, Metal manufooturo Y ' ' 19.1 | 27,2 46.3 - 7.3, 776
Non-olcctrical engincering s - {193 17.2 3645 - 4,0 1509
« Zlectrical ongincering ' .' s1.  10.6 22,2 ., 3248 - 1,8 2284
.Shipbuilding and marine B co ' , . : '
engineering |7 y 100 40.6 . 41.7 111.6 . 63
Vehiclos o b3l 2.6 2549 5345 43.3 805
Uetal goodo not olsowhowe : ‘
specifiod , 7T 179 18,8 - 36,7 = 2.4 1040
Toxtiloo ‘ ' al 23.1 28,0 51e1. = 2.9 1292
Loather, leather goods ! ¢ \ '
Clothing and Pootweax i3S 0 21,8 16.0 37.8 = 3.9 268
Dricks, poittery, glass r . . '
ccment, ete l n 14,9 22,1 37.0 - 5,4 804
 Timber, fwniture, ete. 4 as 13341 Te6 " 407 « 0.8 150
Papor, printing and ' ; : . R '
publiching AR e 262w -7 1534
Other manufacturing induat» 3 L3 N ' ' . ‘
) X'iGD } . 2803 20-5 48.9 - 3.5 568
Total manufacturing induste !. ! | -
ries | L2 .ﬁe.g 27.6 4444 0.3 18491
Constucilon E g4 | "33.0 174 . 50.4 35.5 860
Teansport and commundcation 1{» de 27,2 16.4 4346 3.0 240
©a0lssale distridtution 176 39,9 T 17,9 577 = 1.6 853
Reiall diotribtution o8l D 8.9 15.8 24.6 0.5 2516
. ‘tiscdllaneous services l' T0 ‘324 4 3849 6343 io,s 1799
Companieo with mixed &ctivi-.‘ ‘ - f . '
. tiea do0 [21 9 . 20.6 42.4 - 12,7 ° 651
. MenuZaotiring, 8letribution, | - ] : : -
oto }, Il 118 o1 2643 4444 2,5 25409
fotes = o¢) noteo to Tudble 1 -

-
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~ The Cnni"nfn of a Prospectus |, - { SRR

t

" The rights of cach claos of ehareholders

- ]
¥
t

.

fIn the case where liating ie sought for aocuritinn of a company no pari of vioun

: capital io already listed,) o = . .

A Gtatoment by the directoru accepting responsibxlxty for the accuracy and adequac;
thc information, ° .

Details of the authorised and iseuod vhare capital of the compony.

. v

Detoils of all borrowince by the cOmpany. ‘ '

Detaila df the dircctora and secretary, the bankcra, hrok: ors. solicitorr, rﬂvic»ra;
Lrubteoa and nuditors. . . . NN

L]

A cummary of the articles of association concerning directdrc' powerds.

. o .c' !

o The nuture of tho business and full details of subsidiarios and othor material
- dnvestmwente, ) .

A fiVe ycar record of nales and groos trading income.

A ctatement of the financial and trading prospects of the comwuny incluwding the
casuimptions on vhich any profits forccust is baged, N

A statement by the directors ag to the sufficiency of working capital,

A statement of thie amount of the proceeds of the insuo and haw they are to be wxpli

A full report by the auditors to the company coverinn the last five nesounting

periods and ciy waterial changes since the end of the last accowrting peried,

CFul detnils of ony capftul iasued hy the cowvnny within the last 2 years whother ¢
cach or other congiderotion. . o *

Full details of any capital vhich ias under option or similar agrecment,
Details of preliminary and other erphnses incurred in the issue and by \vhon pa\hb

Details qf comaicnsions, dincountn. brokerages bto granted vithin the last two
years in conncction with the issue of capital in the conpany.,
A ctatenent showing ' 7; '
‘ 3 \
(a) nltcratxonn in the ghare cnpitnl during the Tast tvo years. .
(b} the interents of cach director in the share capital.
(c¢) detdils of any othar ﬁubatantxa) interest in the company 's share eapital

Detailyg of di!‘c@tﬂra‘ nervice contracts ond thelr av ".055“}@ erolume ¢
N N Wiy N m n _s.
Details of any intercsts of the directors in an .
Cove - -¢ Y of the asncto : ‘e
by the company within the last two years. *eL0 nequired or eold

*

A statement of any materinl litigation pending,

Confivmation of any rtntnncntn purporting to bo bazed on expert evidenco,
\
hntnx‘n of vaterinl contrnctc outajde the o“dinnr' course of business. 70
]
Detnils nf mhcn nnd whero relevant _eorpeny documcnt' _may be inspected.

- -
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To iucue -interim reports not more than 6 montho from tho date of thic notico conve

tho A.G.He © . ‘ . . . © ‘
: : Y

LY +
.
- . . .

To' eupploment the annuwal report of the directors with e

(n) 1nform§tian regarding any varivtion of accounting practices.
'b) a geographical analynis of oporations.
(¢) particulars adbout all companies in which the group interest amounts to

20% or more. 3
(@) & atatement of directorn' interosts and changes in them.

(e) & ctatement as to wlicther the company ie a 'close' company.
(f) particulars of ony contracts in which a director is or was materially

intercoteds , .

To enstire that cervice controctn issued to directors are made subject to approval
general meeting and are available for ingpection at spocified timose

’ .

To certify transfers promptly and without' chargo and similarly to isste cortifica
of holdings. -

To obtain the consent of the company in general neeting before iceuing for cash a
equity capital or securitics or cntitlomentn convertible into equity.

To foune to the holders of nll securities the datails of any civeular directed to
tho holders of ono particuinr clnas of the company's necuritien.
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o ' , , ' a Appendix,.ﬁ'

Tho YAubdng Agrenment Coe ’ '

On o corpany'n admission to listing it io requ1rcd to entor into a “insting
. Agrocment" with the Stock Exchange. sompanies will bo requested to renevw thoi®
* Aﬁrccmgnt au and vhen the SE wiches to zutloduce-amendmenta to the terns.

The Agreemant requires a company to give immediate notification of dividends,
* profits (or lossc ) and iccues of mecwrities and other changes including rny
informition neceszory to appraise the positionof the company. No price-vennitive

R B I it 2 W R Dl At et o g ol

jnformation should be divulged in such a way as to placc in privileged position 2
unyone cutside the company and-its advisers. Nor should information be relesced in !

such a way that Stock Exchenge trunsactions are entercd into at prices vhich do s

¢ not reflect the latest available information. :
. The following are tho main roquxraments spccxficnlly covered by the Licting ;
. Agrocriento. . ) .
’ Notification at least ten days in advance, the dates of hoard meetings at which ?
dividends or stalements of profits or losmes are liikoly to be announced. \

: : - v .

. . t

* L) i

Nolify the SE immediately after the relevant board meetingo ) 2

(a) Any preliminary profite announccments. ‘ §

) (b) Any docisions regarding dividends or other distributions. - }
' (¢) Any propoced change in the cipital structure. ;.
'otif$'thc Press the bLasistholusie of allotment of aucurities in offers to the 3
publac. . .

. L . i

Hotify the sa immedintely : : ' :

(a) p.rt1cu]ar of any materis) acquirition or renlisations.
(v) relevant inlformation under the prov:c)ona of the City Code on ‘inke~overs er
lergers, - T, '
(c) any changes in directors. o
(d) any propoced change in the general character or naturc of the business.
(¢) any information required by the Companies Act. (Section %3). Thia concorys
the notification to a covpany of the acquisition of an interest of 10 or roie
in 5t by annther cornany. :
(f) any change in the status of the ccnpany under the close company provisions.’
(g) any other information necensary to avoid the establishment of o falee mmike
. in its securitico.

;

To irnuue proxy forms to persons entilled to vote at meetings. ' * 3

: To forward to the SB . %

‘ ‘ >
¢

(2) proofs, for approval, of all circulara end notices to holders of rocuriticr

. (b) all eirevlars and notices inmediutlely they wre issued, b
- (c) w1l resolutions pnsecd b AGHs. ;
¢ . . '
Notify the SE {f the rnnval report io delayed wore than 6 wonths ufter the end of ;

Ui period to which it refere and tiv reovons for such deley.

.
. ) v
. .



Appendix 6,7 - ;
EFFECTS OF TAX ON mum AND LOAN mecma (pard 33) o ,
Cgmpdny Profits £100,000 , . ' . s '
* . Corporation Tax Rnto 52% ", , o ‘
Income Tax Basic Rate 35% '
Finnnc; téquired by company £100,000 CoL ' e ' ; '
ni;c\srn réquired by. investor 107 before tax ' i
' ..o‘..-o.....- s yre TRV A . T8 ewe b agees w0 s E
F1nnnceaby equxcy ) ' Financed by borrowing
R . E - . e . ‘ £
Profits o 100,000 ] " 100,000 !
_ v ’ . e .
Loan interest K - 10,000 (basic rate
o tax to.be
; ' deducted)
cT -52,000 B 46,800 .
48,000 . . ' (.3;200 :
Dividends _ . ' © {6,500 (tax credit 3,500
: . L to aharcholdets) - !
. X r————— !
"Retained Profite 741,500 . 43,200 :
!
!
}
. |
’ . I
. . !
i

-



APPEHDIX

FLNANGING OF SMALL FiRHS 1IN NORTHERN IRELAND
NOIE BY THE DEPARTMENT OF COMMERCE FCGR NORTHERN IRELAND

1. In general, the information about the financing of cmall firms set out
in the main paper applies equally to Northern chland'aa it does to the rest
of the United Kingdom, although a firm which was considered small by the
Bolton Commititee (ie one employing up to 200'persons)'is quite large in the
Northern Ireland context. The main difference lics in the 1niatives'taken

within the past five years to deal with the problens of small firms in lorthera

1roland, This difference is roflected in the specifically Northorn irolund

institutions ~ the Local bnterprise Development Unit (LEDU) and the lorthern
lreland rainance Corporation (NLFC) which have been set up under devolved

legislative povers,

LOCAL INT.R¥{ISE DEVELOPRENT UNIT

2. LEDU was set up in 1y7l (under the industries Dovelopment act (Morthern
Ireland) 1Y71) to promote and assist the expansion of employment in small local
enterprices, The Unit is a Company limited by guarantec and funded directly by
Governmont gronte Lts remit extonds to providing financiul and othor assisiance
to firws eéploying up to 50 persons in the manufacturing sector and to service
activatios ancailiary to in&uatry, agriculture and ftourism, While LEDU as
empovered to give assiséanca by way of equity, it has not, to date, provided

funds in this way,

NORWHAN A% LAND FIAWNCE CORPLRATIUN

4e  Although the Northorn ireland Finance Lorporation was not establishau
prumarily to help small firms, 1ts mundate covers undertakings in all industirial
scctors omploying 50 or more poersons. The NIFC as a statutory body, sot up an

nay 4972 under the Northorn ireland Finance (orporation (Northern Ircland) uruor

N 7Y



1972, initially having its nain objeotive the provision of auuiutunce to
locol companies whose business had been adversely affected by civil dicordure
It was recognised that there wers a numbor of firms suffering from serious
liquidity problems but which with appropriate assistance had reasonably good
'prospecta of viability in the longer term and had a valuable contribution to
mzke to the Northern Ireland economy. The Corporation, which hac available
to it funds of up to £50 million, is empowered to assist companies Sy means

. of loans, loan guarantees and equity.

4, Vhile tho firat priority of the Corporation was in the field of survival
finance, it has since entored upon a longer ternm phase of encouwraging and
assisting new investuent through the grovth of existing industry, the attraction
of new industry and the provision of venture capitals. In this wide field,

the NIFC acts as s commercially oriqntatéd development bank and its power to
take equity in undertakings which it assists is thus of increasing importance.
The Corporation's powers to take equity has to be seen not only in the light

of its objective of providing financial assistance but also in terms of its
further aim to increase the indigenous share of the ownership and contirol of

Northern Ireland industry.

5. Since it was set up the Corﬁoration has provided £3,54 million by way

of equity, involving 22 firms. Assistance toi\p of these companies has involved

50 per cent or more equity participations

<




KUR3 FUR DIE UMRECHNUNG DER NATIONALEN WAHRUNGEN DER LAFDER DER OEEINSCHAFT,
DER VEREINIGTEN STAATEN UND JAPANS IN FUROPAISCHE KECENUNUSEINEEITEN (R.E.) AM 2.12.1975

'EXCEANGE RATE IN EUROPTAN UWITS OF ACCOUNT (U.C.) OF Tl CURWLICIES OF MIBER COUNTRIES

OF TIE OOMWKNITY, THE UNITED STATES OF AMERICA AND JAPAI ON 2.12.1975

TAUX DE CONVERSION EN UNITES DE COMPTE EUROPEENNES (U.C.) DES FOINAIES NATIONALES
DES PAYS DE LA COMMUNAUTE, DES EIATS-UNIS ET LU JAPON AU 2,12,1975

A —y

s 1 TASSO DI CONVERSIONE IN UNITA'DI CONTO EUROPEE (U.C.) DELLE NONETE NAZIONALI DEI PAESI

DELLA COMUNITA', DEGLI STATI UNITI E DEL GIAPFONE AL 2.12.1975

OMREKENINISKOERSEN IN EVROPESE REKENEENHEDEN (RE.) VAN DE NATIONALE VALUTA
VAN DE LANDEN VAN DE GEMEENSCHAP, IE VERENIGDE STATEN EN JAPAN PER 2.12.1975

e ]

(1) 1000 = 1,16 dols

t

PATS MONNAIE | U.C. (1)
NATIONALE
(100.000) ’
DEUTSCHLAND (BeRe) DM. I 32,685,
BELOIQUE/BELOTE FB. 2,171,~
-’ DABMARK ) 0. 13.999,=
FRANCE i FF. 19.240 -
THELAND 5 L.Ir. 173.375,-
“ ITALTA | ‘ Lite 125,
. | LUXEMBOURG Fele 2.171,~ :
: NEDERLARD 3 FLe 31.892,- |
UNITED KINUDOK L.S, 173.114,~ :
. U.S.he ; Dol. .85‘.917,- ‘
- JAPON i Yen 282,~ ,
! | |
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