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velations, whioch are 80 necessary for understendin. the ceuses of excecr capacity
& well as for su gestin remediee tor meducing or eliminetin, 1t ar¢ taken into
socount. For thi re¢acon, the problem of excess capacity 1n developing
countries 1t bein ectudied by the export industiies section of Ui/IJO. The aim
of the present ciudy 1e to {inl ¢ way of utilizin_ inductrizl excess capecity

for export.

Despite the zbrence of reliuble stctistics on industrial capacity and its
rate of utilization, und deepite the lack of special comprehensive studies, the
importance nf this problem fcr developed countries wa-« vell reco . nized. For
developin. countries, hovever, the vroriome of excess capacity, until very
recently, vwere ronsidered non-oxistoent, 1t vas thought that, while experienc-
in  deficieniie. an all kials of fixed arsete of productive capucity in all
industries, the developin cowtrice cculd not suffer firom the same silment as
industiially develeop-d counviles, inclined to the tra.edy of vaste. In the
cource nf the pac* fev years, Lo ever, both econciic theory und practice .elated
to the indurtrizl-zation oi develoging countrier have advanced the problem of
exXcess Copuclty a5 one oi the major economic problewms of developing countries,
hinderan: their . rowth and creatin o tendency towsrd economic st. nation.
kxcess cap city 1wplice & cortoln waste ¢! anvesiment capital, which 1= frozen
1L &n unproductive capacity ratier than bein used more eifectively elsewhere.
Excese capacity not only creates & burden to the nitional eccnomy but is a
waste o! capit:l, caucil,, lors or efiiciency ~nd co:¢ increase., In several
developiny count ies un'er-utilization o: industrial canacity already has become
& serious economic problem. For example, & study of the Indian National Council
of Applied Leoncmie wesesrch stetee thet the continuin, seriour unler—utilization
of industiial productive capeacity, built up partly with rorei r uid, has been a
matter of dec; cconcern to the Government ant nutlic. This unier-utilization
has reculted 1n . wastc of scerce iesources vhich India, vith its shortege of
capital, cennot "ro.d, 17 alsy has inerraced the chrenic infletionery
pressures on the economy. Better utilication of the existing capscity and
saticfactory agricultural oroductiou helped to maintain price levels during the
first five-year plen, Duiing the gecond 'nd third five-yecr plan perioas,
hovever, poore. utilization of exicting capecity was larcely responcible for the

less satisfactery price situntion.
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Althou,h the scope of under-utiliged capacity in nuch les. in developing
then in developed countries, the problem exertc : much stronger unfavoursble
inflacnce on the economic balance of the former., The dange. of turther in-
recare ol the ccope of uneer-utilized copacity is _ccomin. nere acute with the
rapid development of industrielicatson in he  ovelopin, countrice. In
developed onid developins countriee alike, the megos factor leaain, to the
inability 1o utilize rally «11 industirial canecity is the inedeguacy of the
merie o capacity Lo the production po. 1biliticu, In Jdevelopin, countrieg, the
Glscreriney oiweieir the movcket ci1z¢ nd the production poesibilities of the
caurpnnnt 1. omuch more proncunced due Lo the flet thaet the: ¢ countiiles are
sbli el to eprly amporicd technigues and methods - developed anc refined in the
nierke to ot the Urited 5t..ter znd  estern iurope -~ to theii own

nicders lerge

5 s

rme L, olhen ewuryonie, merhete,

The question of e cous (under-utilized) copacity i: now regarded by econo-
micte as & prouvlens similer to thet of chionic unemployment.l/ Lven in rich
ana indusirially developed countries, excesg capacity couses loswes to the
£CONOMy and 1mpalre economnic equiliiiiun. In certain periods an inercage in
the rate of c.cesc capecity mey resul! in an economic crisis and ma; sometimes
tead to b1, logses for indusiriel comp nieg -na +ven o theilr bankruptcy., The
problem of capecity utilization in developed countricz, thou b differeat in
nature and caure from thet in developing counirics, should alue be studied to
clerify mony cspects of the possibiliti-e of utilizin_ e.cess ceapacity in

developin, countries for erhort.

. -~ ——————

-

1/ A, Plallips, "Industrial Cap city An appr icsl of Measures of Capacity’,
american Lconomic ieview, Vol, 52, 1963, p.275: "Both the number of
unemployed and the volume o0i oxcess capiciiy indicate the extent to which

soclety 1c fzilin, to usce.l.ite ras urces",
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e foliowing order has osen sheesn for Whe phesentc bise of e probiesm in
the present paper.

« PArst, some atatic ioa’ Aats are given o afford & enere apprecis bion
of the givrifivancs of the capacily amier-wtilieatior in dsvsloping

esountrisee, | rurt antormetian gr ¥ kR De

~ Geecond, 3 ol oo ant of the anf v curs e «TTests of sepme by weie e
atilizat: n 0 the irsfustri. izl EEE L Pl g oweivise in pul
forvwerd.

- Thind, an cnalysie ol the = 0w oaze . For cadacity whder-ulilisation ie
le‘th 55,*;35 ,;jg‘ ® < [ BTV & & . ey b ‘E s #

- Pamlly, vome  esomEme e pon rodrewr 4 a0 turther eleps [or lealing
with thi proliem o re 8 a2 "o d, FTE wiph:pi1e i# ;.1d en the
statistica]l problom P e L voaiE SR aomEerioes ol wmp gity amd Vhe
eVALIu. tinn C! the soa Ys I P P
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Information or capcrity Ulilita oh o0 menul oo byl ife iRAUS LTSS L8 Very
scarce and fragmentary,  Ever Ghen b antorme T o svedlowlt, 1t Le ned
always reliable, thow b in many cspea the oo le 31 cap il atilisation i
reported »1th fireat dciuiaoy = anci uling tenthe of e cent, Kore 4i{fioult
is the preblem of the compirison «f thi nformats 1 whish e detived fros
different soulces and rei ted - Jifferen . coWRtrier., Despite ail ihiE, it e
olear the tyv.thcut cdditione: oopir sl ovestr ot esent  odaetiiel equipment
1s capable ot producing much more manufcctued o ods, 5 ood part o0 whach _ould

be cxported.

The first pert of tiiis wection deal. with capecity utiliget: on in India,
which 1 by far the biggest icvelopin, countrv ne 't to “hina ‘which cons'  tutes
a case by itself) vith a compur, tively ! rgoorapldly Lroving andustry. Phe
second part o1 thieg section poeients gto tic 108 of chpacity utilizaion in
Latin American countrics. a1l informe tion Jiven here vas taken from pubidiche d
gources or [rom communic.tion: of v prious <cohoflco 1ns_itutione to the UNIDO.
The source meterial vas assumed to be reliable; no corrections o verificationa

were mcde.
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e a8 Sepacity under-utilization on an annual ucsirs
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rovlime  These avera .o {1 urce conceal a groecter rety of unlei~utilization
cny important snaws toior, o nggor incuctrice (too o le produets, basie

v . . : 3 4 - v [ . rey
Loocna Toya peadactz j, eonteibetin,, o7. Doer cent of the totar value added

i

3

CU TelTEaC Cl0lay ondey & Sutipaliavely Ldohos cotl of capecity utilication and
booaacs multai=snif U thte hor induetrice, Thels heavy veight

+

tisiics mckes R vl cni Sviowr s andon o unaca~uiilizaetion csthor

A2

Sty thoweh 90 nmeny indusieri’s ~o  Tune oy dlwcortonce for radustrializetion
coomomic . wvolomment the probtloo o oupo ity unwcr=utilazation is of the
3% .1 dailconcd,

D1 folinvan, teble o ine dete on oorn elt under=-utilizatica in other

the omuove-montioncd  loroe indusirics.

Cotie b son ot amm te o vetl ol ol

10,7 omnde-utilineticn in o solocted inductrics

Ran¢ o unde.-ntitio clon avere  undes~utilization
1 v e Bent olking soasdal 0 propos wd maiti-siift
nus LY rou) - NP
: ’ i (19,0=1004) workain,

(1561-156.,

;

R T TR T—

PR -
Lt LT Tad ls.
“oducts 20“)0 r)?

“ty

Clivnae-ls ond o ucel

e ts ~0-3C 56

dnnerv tiilic mineral
CLeoadete 20~2¢ 35

Pl svoduc s C0=40 56
Foociimery (e0cent
¢ iocuvricul wmocliines 100 31
b

lectoier o macoinery
iaofpolitnees 10-20 43
Jrinmgort cguipmont 10-23 42

N

Ir 2 scrious study on t rcle of opert in Indien ccounomic dcvelopment,
tho Indien cronomict TK. Singh - et veosent ccerctary of il En.incering Export

dicaotion Council - ove hio estimetce of capacity utilization in Indian
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then 50 per cent oi their c:pzcity (showin; v rying degrees of idle ccpacity
from 98 pcr cent in the casc of ersenical copper rodc to 5% p:iv cent in the case
of wire ropec), 14 industrice ied a cepacity utiliiation of between 50 and 15
per cent (vith ;0 per cent of 1dic cepecity in tho case of tallvay va ons ~nd

25 per cent 14 the cose of cactes “bracivie = both thesc industries noving
export potcnticl), 15 inductrice hed o SUi il aelllention of betieen 75 and
100 per cent.  In his book Prouperity -hicuh Dxport, Sin h considers that
"the existence of a 1: 0 20 rcent. o0 1o opecity 1L s rigus proble:, before

the enincering industrics” (r.39).

The wnder-uziii. tion of pPrdustive cipoelty 1n the Indian chenmical ond
cheniccl product: industs, ic ~l.o quii. cubstontizl, Othor industrios which

also could nalc © “m. contailut. o to vagoct s fin . belov tacir eenacity.

Accordin_ to Sin lite study, 90 e &5 andustrics connceted  1th the EltlUe-
facturc of rubtbor ;.. acie, L7 Wwive ¢ Lo muatilivotion of cepecity (above 7% pen
cent), but theis Jreduction can by incroased 1f thiy wovk rore 'len one o: two
shifts (cicoprin those “ich ... elicady corkin, .lired shitto).  Four industrice
belon_in_ to this [rcup work from T to 6. opei cont ond =ve below 55 per cent
of theiy copacity. Lavy o0 whe tadw trioe Bove export Mottt and iven

increzsed rroduction, they veuld boina saciticn e vinort,

Of 63 industirics tolon i 1o the chemics 1 and pn. rmeceutical branch, 27
have a crozcity utily 150 n bove T. ves cont, 17 hove bBctuec: 74 and 50 per
cent, anc tho 1vioining 19 ook belew L prvosert o thaar eapoeity. It is
important *to not. thot the incielicd cinicity 12 esed 1n most coses on sin le

ghift work.

At the boianan of 1907, the Iudztricl Credit and Iivo o ricnt Curpor tion

of India (ITIJI) m-d 2n ceiime

o

lon 7. surplw cipacity in Indi . neug try

together with compe s tive Indin :nd world pric.s. fac .esults of this

estim:tion of surplus cepicity for the year 1963/66 and for the future (1976/71)

arc systemized in Toble 4.

/ooc
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Tohle 4 is ssoat %o cive oo 1400 of Whe indurtrice in whieh eitder
subutantial idle eapecity existe or im Whie: the smticipated volume of predum ti -
o expectod dc B 1m ¢.tems o the likely ‘ewamd %y 1770/7i. Ia the comput
of Shie tabic, data om the prescal installicd cepecity snd culput .erc obtrimed
from official publishod s~urces; - @ent am .Atieip %ed dounnd ar. b sed
pramrily oo [TI7] svadies  cept in ticre seapes wier: Govermment o mates h:-
boea mace {inaiceted 1a e behie ! sdditionc ]l capecity Likely tu Meeriiiice
W OL9TG T hes sesn samen (rom [UIT] stadies cad Jrom dota paslieh. i By the
Industriss Miniatry, s .rolace zaly th ¢ part of the cemcity oo o Laeh -

feret A . AR somei%monts 0V Boer &

Indamtric: e wBt o Tibic 4 represent bHoosdly thr e types She fipvt
sabegery (s'se. st | EEl T oe Lipes, wirs . opes, fiasel oM if8 b8t
wolding ieetrodes, #t . represcnts (bomm  Pere surplus sapecity Al ceady cm. '
e sevond 28t »ry (4% .| ‘arg.ngd, c setroemctare, Il Mt Telicr Bear ags,
Gamestic refl:i %o ., oM BLIT 2oMOtiore PE, e80! Lac luses 1t me B ore a
Parplee a1t Tiek 1E c iPes wd to Sveing 8 the course o f 3 faw yoatwm,  amd L5
Bird o ts,5ry howss B Ve BEtePE, wiPs ropae, RITIEL B o ds, %o, LA
elades thoee (' whome prosent atput 05 46, 0B mtaly cacte iied Yo Reop am
¥6p with dame: o demand, Mesti £ waa’ . mede f trc me hise-tac, (adust
where dac to She materegoreity of goowocte LT L impe siwic %o  aeiify prode
Sapmeity and dessnd 4sts, ¢ 15 maves, aewe. . et t2iz imdustry has a o ce
WRtiliaed zopac ity ¢ peoso ot gt Ty o5 e ated bo TPy % S LTRSS
Mmpacity Tor some time, [re it-me wh.6h mey be corcidered 28 <« dily < ortal
inalude “ca - lxu. s ®milliA WS89, Al &8 perv, . ssg Roppsre, Aoyl cpis
Borim me simcc, plonALR, MeIhine s, Lov ol gresBes, sto. a.#5 ol sled 1 th.s
Mot sre itome of whieh the ¢ mer Bocooa 1wt an th arntermal Bkt @4,
wired _lses - cherical preiacts such s Wl formul Liohs, cupos., €9 3Fhde, ?
Moo Bids, o: paper itemr sued 8 tisde., 3'=Beil and ocrbes papers,

In & Jerecmal Lettsl SiRE #ert we the followil 4.8 e sepaeilty efiiie-
ation e Indian en imeer. . imiudtries o0 the years 197, 160 and 1985, is
A9 oviden' et souls WRler-wliLiBAL.on MS B B 5 simesen’ saisdy of sertais
induptiries du.1n the Sen-yea. mriod of etudy.
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Table 5 (contd.)
Production as pur cent ot capaci iy
Industry/sroduct 1955 1560 196,
Graindin., vhe-ls 64.2 6644 85.¢
Steel i1les 15.€ 66.3 87.2
Fluorescent lanmp 108.5 127.2 92.8
Housc scrvice meters 128.3 125.1 5.0
Million cuttcrs 36.7 105.4 9543
Electr ¢ funs 92.9 116.8 95.3
Plag~i: accessorier, eleotric
wiring - - 95,
Sewin, mscliines 24445 220,." 95.4
En~meli ~re 52,4 47.2 G6, 3
Diescl e¢n inco, vehicular type 129,2 176.2 96..
Miniature lomps - - 99.4

Source: K. 3ingh

* Cespecity hae beeu srscsscd on a double-shift basis (211 others are based on
single shift),

= Denotcs nil/nct “voilable.

Current statictice cn capacity and production in Indiesn industry reflect
the same s1tu tion with rezerd to capacity utiliz-tion. The rate of capacity
uwtilization fluctuct.s fron y2ar 1o year end {rom onc pcric’ to another within
the year, T:: 10 not only becewse of ch nges 1n Pioction, bui also because
the capacity estim: tione Jiuctucte, It 1¢ usually <ipocted thet the trend of
capecity ingt.il..d in develepin, countries be upwerd, but in th. casc of some
Indian industrice the ecopacity (24 1loant caoacity Cstim tions reportcd by the

official stotyc v1cz] muthiority) fluctuct. e upwald and downwerd 1ik. production.

Cepecity cotim.t.g tluctustl freom year io Jeere  1n certoin industries

reported ccprcity cen b s1_nificonily . llor one year then in the previous

J.&r without obvious ch-i. s in the rcel voluwe of the fired asseteo, Thie is
illustrated in the follouin, toble.

feoe
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Table 6 Jlnd:.
¢ ted !

&
ma

1958 B
1960 6
1961 a2
196 659
1561 672

lu January 1967, inst 1led copuc

v September oot same 1o ¢ LR :
thow h acww 1 oprodustisn in i mon.

o Senufgetur of ‘o

LLALPOTY wquioment,

L abstedled prodyction copreity of treilers (nowy)

196" Januw ry
Fubrusry
Koren
April
May
June
July
aau t
Soptenber
Octobe.
Lavemo o
xcombhor

162
162
762
762
762
762
762
762
526
126
H26
526

ity wre oported ce T6o tioalers per month;

“iie tron W irartically roduc.d to 526

4 (660} xe the reportod nonthly

Shoi ety Uy more thop - B A SN
It de et w8y o say vhother tace. fluctwitione “ro the oocults of pure
stuticticol op ttiens, o whoth r thoy roil. et actuel chaig e 1 the volume . nd
saze af instill 2 capite JAponte s statisacel mothoas OF ostim tiag
vApLClty 1oorove, St 0 aaoavatebls thitotno oo thods wisl be edopt d vhieh will
Voosther Losaite oves 0t an . croCovirad to R sate tetoaial. D dircctor
toshe Tontro s B tistier] Or rsmization, kele 3cuson, ini imod us thet it hes
cerntly boon owood ot LpronE bt oo citi . L. oandustiios olen, the basis of
rliue ] R utilizotion ol plant ond mechinoy. Th. ¢ neernid agoncles
roogonsibls des b dovilogment o danustirs o TURI, 8tups to re-zssuss thoe
Pecibles on this rovised Lagif. FIOm onow Cu L. o.t1o1cl cetin tions of
SepEcity till o bo affiront iror tho, mod «vicusly, «ven wh oL thore 1s no
v nowoan the shys.or o valum of s eapmenit. Copperic o 1th carlier years
will boowven mor o calfiealt t moke.
ac fer "o oiductu aouc o cutut oo concerned, tacir an’luonce on the ratc
of capeelty 1c ver, Lopovtont 1o oooctoin industrlo . H1thout tekin. into con—-
Selomtlon thos andustiice - TR veost vari o tisne o production (toed NPOCUBB 1N,
utC.>'lt 18 ey te Liscover mony oaengdoe of dimeticatly fuectu. ting output

P
W

tevole durin,; th. nr. The proiucs

serve t, ililustrite thic print.

1on o1 bandsew bludii in lndic in 1965 may

foos
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l With an installed monthly capacity of 180,500 running metree of bendsaw

bledes in January 1965, the actusl monthly pre_uction was:

Month Actuzl production Capacity utilization

(running neties) (Rercentage)

January 26,378 16
February 15,141 8

March 21,830 12

april 21,789 12

May 19,779 11

June 36,414 20

July 89, 7161 49
hugust , 80,192 45
September 19,260 11
Ooctober 17,558 10
November 107,785 60

With grcat fluctuztions in production throu hcut the yeer (15,000 meires in
Jenuary and 108,000 in Novermber) the rote of capreity utilircation changed very
drestically. Ia Jenuary only ~bout 8 per cent of capecity was utilized, in

November 60 per cent.

The same situution ¢ n be observed also in -ther Indica industrics.
Althowgh osroduction ir not scosonal gre¢ t rluctuction in the rote or copecity
utilization throu hout the yo .r io particularly evident in tlc plrsticizer
industry. with a capacity of 233.3 tons cor monti ot the ond oi 1964, the

production of plisticizers =n. ¢z pacity utiliz-ticn 1n this industry 1n 1965 wos:

Month Production Capacity utilization
- '"TELhET' ggggpntgﬁgy
Januery 94.9 41
Februery 83.4 3
March 1C0.0 43
April 206.1 127

May 298.4 124

June 286.8 127

July : 298.8 91
Avgust 212.5 86
September 199.0 28
October £4.6 81
November 188.1 67
December 157.8

[ooe
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With the reported cwerngn scmtbly ecpecity of 672 Smilers in 196), cotwnl
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ocould cell ite mechines at subgtentizlly lowor prices than the Unitcd Stotes and
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be substantially higher than thet licensed under the Industries Development and
Regulations Act and reported in the Directorate General of Technical Development
statistiecs. Aanalysis of the data frors varicus availablc sources indicated that

the total existin. capacity based on 25 workin shifts amcunted to apprownimately

1250 million &s cowpared to the published 1 urc of abeut 1100 million runnin, feet,

4 comperigun of toas estinstizn wit: produstion data chowe a large amount of cxcess

capacity. at the tine the stud was wnde (16 the {irst hali of 1965), the annual
rate o f producticn was 800 millicn rannin,, fect; thus the rate of ¢apacity util-
1zation was only €4 rer cent anc ocutout could have becu increased by 55 per cent

witih the existin inestalled copacity without toking inte account the new capacity

which had to be introduced shortly afterwards.

The study Lsesversd twoe roan recsons for the high rate of capacity under—
tilisation. rarst tho Coaestie weosnd Cor repular nild steel clectrodes
veg fully met by the curr at production. 0 aditional demend could be expected
uniess too cleclrodes cocul’ be elported to othor countries. Second, there was a
snnrtoge of special o lectrodos vt werd proauces on the zond cquipment. 4n

e nse an the proluction o spect ol electrodes 1 osraos to sotisty the narket

vedid would hive ancrensed the rete of capuecity mtilizotlon ond would have cone-
tributed b betiir penilts in the indietries conswoin, this scoree product, but

treo Lok f otreadeguiote supoly of speelnd steels restiricted the production of

Gese wleotrodes.

Samilor dien.ian wrler were Sharrve d o U rennfreture ol 1.af spriin.s where

a-turl cLoecaty  woce Lo tnot whicoh voe olficiclly recorded.s an oans lysis of the

w

woai o ble det . ineean tod thet the totol soiscin oomocit rounted to Soproximetely

Lyl tons on o =a3h1ft besin a5 comnered to the Directorrte Generci of Technical

cevelopment flgures of Coproxan tely 50,000 t na.

I the morws ots 0 S lv naized papes ond tiws ot ]l eapacity proved to be
b OO0 tons on V-grift oreis as comprred ¢ tho Directorite General of Technical

Hvelopment Uigures _f o poroam Yoly 29,000 tons,

/0‘0
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Industry

Automubile (n11 types)
Diescl vt ines

Power driven pumps
Alr comproessors
Trongformers

Llcetric motors
Elcetric f-ns

Stornge brtterics

Dry botteries

Railwey wopons

Crancs ~nd huilsts
Structurnl irbricction

Pulp & popor meking
plants

Buildiug ond con-
struction wnchinery

Bicyclceg cumplcte

Sewing nchines

Source:

. — o -~ ———— V¢ . A 2nim ot

: Produc- &VeITE
Unit  Copecity f1n numbfr
1 shifts
1os. 0b,00C 66,741 2
nuse 17,740 4,75 1.68
ros, 160,909 161,131 1.31
nos. 5,538 2,926  2.0%
thekwt 2,071 3, leb 1
th.ll.P. 1,39 13,001
th.nos. 1,474 1,050 2
th.nos, 660 748 2
ml.nos. 296 28y 2
nos. 35,534 23,616 2
#/T 17,000 10,000 1
¥/T 575,000 300,000 1
M.Rs 55 17.3 1.56
li.Rs 72 <0 1.33
thenos, 1,079 1,421 1.1
th.nne, 447 192 1,38

-

~
[

DrS1s basis
115 57
ST 48
100 50
59 30
150 75
94 47
T 36
118 59
95 47
- 66
59 30
52 26
31 16
26 14
84 42
43 22

Compil.d from ~ preliminory study »n the wffcets of Import

JI

ol l=shift on 2~shift

Liberclizetion cu Iucrenscd Utilizotion of Industrial Plrnt Copreity and leloted

Econumic Problems ~nd Benefits.
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Teble O

Henuf: cture oi chcmica;gigngpgm;qﬁgjgpggggi

rroduct

Unit

———— . ——

s nine
~tvlene
s e neid
< leohel
cotifed szarat

a o tae snhydride

o~

. L i
Julphuric acid
M. . + -~
seustic gode
i ey
PRSNG0S ]

Tlorine liquid

#lraching powder

Latin amcrica

th.litrcs
th.cuvic rictres
thekgs.
th.litres
th.litres
tons
tons
tons
tons
tong
tons
‘ons
tons

tone

— .

dug. 1900 90C. T
adril 1065 .13
1963 6,331
July 1%o> 27,297
196> %
1961 53
Jen., 1063 €52
1564 14
Aus. 1967 90,192
Sopt. 1960 22,304
ey 1965 27,433
YNov. 156 3,332
1962 1,060

et @ e B a5 o wmem e e e Grwew B e 4 e e M h s wo - e e s

Pericd studied Cajccity

1663 €,543

rroduc~

tion

s e e wmE e et - ——— . a

1,705
23445
l22

2,110

16,224
285
63
103
33
45,060
17,046
2,968
4,232

—-

560

L R e A — - — v —

Capacity
utilization
(pcrcentoge)

- —— s« ———

59
47
38
34
60
24
108

71

All countries of Letin america rcport heavy under-utilization of industrial

capcity.

covntrics was,

Nicarmgue
Cuatimela
El Selvedor
Costa lica

Hondures

Surveys taken in Ecu-dor in 190 and 1961

cent of the manufacturing cepeeity

= utilizod.

82 pur ceat
T el cuent
13 »wr ce.t
72 per cent

¢l o .r ocoent

In 1¢62 the desree of capacity utilization in Central american

eicw the t in this country only 41 per

i argentiae, differint in-

dustries heve & daffeicent de ree of capacity utilization, but not one industry

foso
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utilizes morc than 88 per cent of its cepacity 2nd some indusirice as 1little as
43 per cent (1961-1967). & paper priscnted for the LCA sbe_Zonal Symposium on
industriclization st tee tha* it mey be brocdly concluded thet inztallced capacity

was not Leing, fully viilized 1n moet of th. broncies of Colombian indusiry,

A sijnificant cdegroc ol under-utilizetion 1t ~epnrted in Caile.  In 1957

lerce—geale industry i thie cowntry vwiiliz ¢ 5

v

.2 per cent of 1ite thioretical
meximun capeerty, medruneocals inductry ~ 33,1 per ocont, cmell-scele industry -
5043 per cent. Theoo oo vamrtes ifor, Dowever, «Tow the somer kit hi her
cstimotes meds Ly the industriclists cnuveossod (whic. arc nct zlvcys in keeping
with the pesiimam ompl-yme ot -~ iriods  1van,. Jou the munu:ceturing industry es a
whole, the oificici ctum "0 oo capreiiy atalr 27100 cricul ted os norcentese of
mexim thoorotical 2anzciiy 1e 40,7 oor cont o0 Hve. against tlc cetinoto of the

P I L - A e [P - e -
indvstrialicts - Ode L1 Cente XL CERPLCLY, 1a thic casd

& .o irum outrut

1
durin, three eight=hour shifts in lorge-sorle industry, two shift: in medium—scale

inductsy and eno L1t o snoil=reile industry, vita come eiCoptiong where spo cial

¢

N

workin_ condltions doetoocing the nwmae. of shifts.

In Veneznela, cccorain <o th cstin tog of CC.OIPL N, thcere arce divisions
in each m.jor inaustricl roun wvhicl usc lce than [0 per cc.at of their capacity,
vhile other diviciong use Lotwicr 50 2nd 795 ner coat, Ar-on; the industrics
utilizin, lcss then 50 - ceot of thoir cepcerty, the followin, have Coport
potunticl: cruncd cad chcll-Tash, checol Lo fnd confectioncry, {ruit Juices

, AR 3 : s . \ o
(food industry): knitted £ biic: and .ope JPesraile andustiy ) weoria, conorel

(clothin, industry); :7mode: Turniture, cpecicl tymes of prmer, fur, sulphuric

acid, "luminium pioductc, .tc.

ac 1 Indic, the avern. 1ete 20 ¢oaccat, u«ilizotion 1 Latin Ameiicon
countrie: conceals - wach he B0 de ree ol liccs efpaoity in co.toin noller
brenches -ad In rome viterpeise vi1thia o cin 1o buench. For aewiple, the
textile induotry of Hondurce in 1962 uscd ¢ s cent of 11, cipacity, -ut the
rate of crpoerty utilio.tiorn in teotile .necrprises Lovin botveen 20 wnd 49
wo.kers wes only G por cens (Loi oo wiits ith soic thoa 100 workels o ovked with
hY

a hi ker degrec of capocity uwilaic tion, i.o. 76 200 cent). Lath 74 ~cr cent of

capacity utilization [or to.cl inductry in wuctenele (1000), the timber and cork

Jons
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industry utilized only 59 per cent, th: fummiture industry = 53 per cent, ond the
metalucrking industry = ¢l per ceat oi cajacity. These cstim tec, @8l8 on the
besic of stotements ol industriclists, oo zonovhet daflercnt freor the Centrul

americoy Beak’s oliicial estimeter of theorcticnl oo <city.

Detailec 1nlocmttion 10 tviilnble o proluctizi cost vorictis. Jdeperdont upon
caproity utilizcdion fow tle _cod Locesela  indu-itiy an 2rozil 1a 1963, according
to 2 study uncertoien by th Institute 3r-osilelr: de neondinil, the egiee of
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Althou h sone wonternriser eportec 100 5o coant erovrolity utilyl ~%i.a, therc tere
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group, The LI b Legret 20 ¢Cayy wdilisaticl L Ienort o oy dicalu=sined
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L -~
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~ 4 : /e Al
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S L :
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i ¥ 5 .
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IV ciastir 7icd asscte ¢ b mode e yielioor

LTLETr outhutl, wevelosln | couneiics
will bLe able to prciuce ¢ lar or tot 1 owt it t5 i ciiltotc the proc.se of
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I8 tvalemting W 138 cont-im r amport, Botn direet cad iadiicot Laporte he
% B smsidered.  Por oxemple, the Netel Bo. Comp Ay hg r direct wiport of
thent M. 1,00, 000, but A v lue of indireet _x,ort: ¢ such products oe
ek Mt , SPewes e biseails i1e sevire]l timce this [ uro,

Botal Box ripartcd the * thay necd a etiady +samacl eupply of ziout 1300 %ons
of impartcd | _etr.lytie timpl %< %5 m int in WACAr proscat retc of caport
Bailt wp vor A izet sev.a or wi, At yoirs,

Makon

Ome of the impert mt fretors hinderin, prodweticon in davclopin, countrics
sad proventin, Botter atilicition of b amdustri ) copecity is the 1. bour
predlom, This proLlo has tw . fspeets.

(1) asaeral snert & of sxiil.d labows . nd rcut. aort ot of speeial
ski s,

(2) lebeoows toouble - oruscd by dissctisf ction of the skillod woikers with
pree:rt living ‘nd woikin, sonditions, work stoppagyes and absenteclam,
Bfficuit, s T-8ruatin, snough sultebly quei1fi d and treined 1 bour
e sir as-d < om0 Joas one 50 the low cepacity utilization in the timber,
e St and cthl ometel ruustrios o f Shitic.

The Iodica study o industrin. er paeity unl rwutilization mentioned the
1aed of e rt-im #kiils and & ,onoral hortege of «kill.d labour cmong, the main
ohus. 8 delnayin  wl o utilisation of of O SR It l1stcd various types of
skiiled . Pour, which <~ &2 rg st in the indusiriis stron ly aftceted by the
ORp city under=ut iigation,  In 'i motal preiuct: indust.; thea. v, tool 2nd
die-mehare, dezi viors, turn.rs, fitt.rs and gvidormen,  In megaincry production
tooiroom nd molrtonane: st fF, barrors, [iticrs, moeulders, mill.ora, .rindoers,
Borers nd th ¢ mooimiste, L. leetricel mochaniry :nd ~pplitneos production.
Soolee m Ditbe s, jeemikors, wildoiw, moc Lo Lagp cpuittute,  In tragepoct
eqaipmen’ ruductio ol tlo, gutt.r, «71a3es, mechin sl - nd millwright fitters,
In ehomic . indus'ry 'n2 (ndustries usin  shomierls: tineriths, blogksniiths,
vernish mohcre, nd o jour w tchors, 1. bo. teiy e astint nd nolytic

chomi=% frr dArig- end ph.mmaceutic. | procugiiun,

/noo
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Dovclopin, ecountrice h.vc only o short tr.dition in training lcbour if
comp. red with deviloped countricre, where often reny jencrations ol the same
{tmily worked 1n the somc tr-de, while in devolopin,, countrics illiterate
peasent. cre o iled ¢o beconc wodern industricl workers, The tr inin of a
gkilled worbt. . 1 oodr wooe time th o ra t roquirced to build ¢ modern industriel
enturpirli oo ond proves VOry oL pentive. Pheref e, the probiom of lobour
olennin, nd Lobuus tooining i _1ven much oftoention vy the notioncl cuthoritics
end the into.n si°nl o0 aireti rs. Many specicli ts, ho wver, <ic not

s-tieficd wivh th. proooent notiods.

Th. Iafi-a Insiitute compl-zin d evcut i no leet of tii provlem both Dby

the cuthnritics cnd b, . busitoet community. wccordia, to LK. Singh lobour

4

1

disc.nicnt  ad ~bsenteoism o o oouser o0 eapacity under-utilizotici in o number

R

work steppages .nd cbsentecism zio wundouabte ronecns 1er Coyp cilty under-

wtilizetion 1a those countrice ond 1ndustrio. wii.oo 1 bour cclrtion. are @
source of Jicpute. Laboue wroubles roduce con ety utilization which citen
caunot b conpenseted {or by ovestine work nu oo lotor detce  In mony cescs
laboue wigputes deercesced not iy tho enpacity utiti. tion . one particuler
cnterprice Wiore woit i d b eetged, wab cle thotool othow entorpris.. wittzh
ren ehort oo wotorico L o ooooooult o0 wogk Stopp Jes ot thoro supolicre, An

=]

cxcmple sor thils i luen in the b /;,n . ¢ ooelty tilieetion wn the
weldin, cleet. odos ndustey of Indikqjy Tho min chemie L recuired to produce
clectrodes 1o cutile, woed an the flwo ecnrin o tie cleetrade. Though
indisencus guppllos were vl ole feowm herolo, th ‘p;cuuctr/n £ rutile had
been reduc.d flgnlfleﬂtl& 1n recent month. due to lob-wr trouble. The gap
botween indizonous produciioh cac cebucl regul.ceent wos vnly met 1o p oot thrsu h
mpoirta. T low Lovel of dumestic poeodnetion thu cficcted the @ veilsbility
of rutilc at el.ctisde nlonts, the produc:iiva of <lecteod. and vhe ¢ preity

utiliz tion 21 tiese pl nte,

3/ V.K. uemcewami ond D.G. Pfouts, Utilizetion of Indu.trial Capacity,
New Dehli, 1965.
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Nced for bettcr plinnin. ond mens coment

Modcrn inductriel production end the structurc of m.rkct demend are so
complei thot even in developed countries intern. 1 disproportions occur, In
devcloping, countrice thos. digprc - rticns arc more aeute and more difficult to
denl with beeeuco of the lech of indw tricl ruserves, less diversificd produs.ion,
a weaker cconomie infro~structure and less dcvelopod cesnomic s.rvices. Henee
there cxists copacity under—utilizotion side by side with unsetisficd denend.

If the ercese copocity 1s tli htly diffcrene fiom th. t neodod at the moment the

demend cannot be met by production.

An cxcmple of this kind ¢ n be feund in a gpecinl study on cleuss cepacity
in scleeted Indian industrics. On the whole, the inastalled cproity of the
gelvenized pipeces cnd tubes monuiceturing inductry in Indi: sli htly excecds the
current Jomestic domend, at preccent, hovcver, the demend Jor the emcller sizes
(onc=h-li :ad tarce=querters of  noinch) connot bo mot while the dumend for the

larges e1zee (1 inch ~ad more) seoms to be dicreas.ig,.
0

From +h. ceconomic point of view idlc ocpacity 1n cne type of upur tion wmy
be quitc compatible vith unfulfilled ardees in Fnstier sceter of in industry.
An absolute balonce uctweon aprcity #nd pooducicon i+ net fersible, but the
degree of digp.oportions ¢ .n bo ~1 niiicently roduced t.rou h carcful <concmic
pl onnin . It 1 no Lxoziercuion to ray th o the cxietunce .. <ocuse ¢ pieity 18
an cvil emedoin: from cathor loek of plennin nd pecs progeet vvzluntion at the
time when the eepacity wap tellod, o iron sume unl vour.bi . e€conomic
developments like the foalure o o stot ~7prhgloay saort o of production metericl,

vte,

Fluctu tions of demmnd which c.nnot bo [nics.on erc sorious stuscs - f the
low luvel of crpacity utilizaticon, csreeinlly during eertein perinde,  In mome
instances thesc fluctuw tisne ¢rrn wonul* from scvernments ] weonomic policy. When
the government is the m.in consumer of the industrisl cerde 1o Questizn, a
reductirn o! th. government crdormyuliich connot be cngily ieplood by rlers
from sther industries, mey bucone = m&ajul crus. of » dreatic IRCILABE 1 the
loivel of unu od cepacity and o ,oncizl ooonomic ec . beck. S me Indian vcomomints

belicve thet ¢ situ tion such ¢ this wre weperiencid 1n Indiz ot th. De iRRIARg

/tos
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of 1967 duc to th. slickness in Goverrment dom-nd znd an :outc shortage of

rupcé fancncu.  Lick of demead, particul-ily .oom the rilwiy scetos, had
scricusly aflceted not only the w om Luilding induc tiy, structuivl f-bricction
and etced caetin s, ut nliu ¢ ho ¢ of cnciliary industrics. The situc.tion was
50 #-r1ious th.t moay of these industrice - mostly in the castorn pert of India =
wer. workin  oaly 40 t5 30 por cent of thoic ¢ pacity cnd hove boco keeping idle
I=bour on thois payr.ll o, thoroby ~ddin,. to thoir vipunr.g,  Unless the Govern—
ment's demend will be o ovived very caickly, some Indi-n eccoromists belicve thrt an
importsent scetor of th Indien v iaceoin, indust.y will £ e. e ecicic. which

would nave diecstrous offiete on the future a.v lopment of $h. country.

1

Incert 1o 2 sem ere orp et i booanstollodd 1ot L oan LXCC88
of mrket donond. Luce docini ag c1u gustitiadle af

(1) the teennilc aerl conditizng do not porwit the construction of an
enterpry o of o orellol iz

2) e meller onterrise Lt Leonumic L

(3) the actin tharity bolicvesin the futuse oo th of the dencnd and
plins “oo boun nede [0 1ozoave etpacity.

T™here 1e, Los.vor, no o justific tion 10 e w.cese oaprcity is instollod with

speewl s tive - ime ¢ o osome dvant. s and oravileges & 1ein, irom the more

f-et 50 posscssin o | i cnnecity with.ut tolly Wiillzang 1t.

S Indicn sepriite DUliove fo ot oin neny Ind: onoindustrior gubstential
pert ui o pocaty under tiliz ticn o1 due to th Indiotrimin te licon in, of

lerger oopacity inst 11 1 ns *h n rooui.od by the acmm 1 4 ocnd £o0 4 products,

5J

RoKo Ham o Cliame tn L oin ta industois v ith coute cieer o f e e.cit) ando e

utilieots niooviastiia 70 ale w Llstle, . L.ndod m.t b, Y copar g.niucturs,
Eomi=automotic oot outor tic stoves, colict 1o oas) the o peciny 1netilled at
o end 0 1955 war doquit. bt miot to. levews of b 1960 7 ad 19, prmduction,

ye¥ the copocuty Wwoo sontinuluoly inoreascd nicce 1.

One of tn cousel o f icos crprcity un t.om nufacturin’ 1ndustry of
deweiopin, ccuntri.e 4 to. g dofucte dovilomer . 07 ta. Lernomis mochonlem
SLTVInibg th mode.n Drocess oL nuoductish {( e e mech r1 o -0 di triduticn,

eredut cystom, rnd oo o), In dovelop.d c.untrios techniesl UG TERS,

tonelBYr t1on of produciion fn’ 1. ta of indu toial modorn moss p.ouuction

foos
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bascd cn o thorough division of 1-bour and =pceizlisation werc accompenicd by e
corresponding dovilopment of th. ceoncmic sCrvicet such & bonkin, nd INSUITNCC,
the wholisil. nd reteil tr-de cnd the s rtia of o noport - nd communicction,
Lany devetonin  eccuntrics introwucin  the mederm production m-othods from
deviloped countrics lrck the Corre ponding .conomic rorvices anl ¢ thus unablc

t, fully wtilize %heir inst-11.4d prwductive ¢ pacity.

Thor. 1s cvidone. th t the nevly built scuger factoriie in somc parte of
Brezil connot utilize thoir Picluctive ¢ leity 1thougch the £ omcrs of thesc
Piglon® pisduce wnve i wu_ .+ eane. Duc to ti. laclk of c2sh circulstin, capitcl
the feetarios “ro uncbl. ¢ buy th ¢ .p-, The formers ¢ oanot scll their cinpse,
the frovirios ¢ nuot VAR S N T Int o oeticol L ocog 1L e g ne
cr.dit ey ..m o bl oor tiad 1.t np botween slllers  nid buy.rs. A
similir <ximpl. is roported from Chile. nonoraeeisl report stbmitt 4 to th.
Unitcd Notions Contre [ov Indactricl Jovedoprint, P, Glaver considere the
shert 5. .7 eoedit for the Jurchi ecs o rew nmrtcritls nd foi c.rryin, stocks

v fniehcd ceds oo wwport nt o ouse of cipreity under-utiiizat: n 1n Chile,

Ar underdovolop.d ceoaumy mey hove a deficioney of dumrad to vther with

c ntinucu. nfl ti.n, It 8. ne daliteuit o oo 1 1n MULCWISL tite purtistence

*f subeterntinl ..coge crpreity despite Laoslmoet Domen nt inflelion.

g

A m jor non-1r oot bottloncek »Tvontin (.11 crnicity utilizotion ie the
short oo loetiic pune. fu.oly. Thie bsttlinc ¢ anct bt Llimin tud rapidly
ooloag m ot Ll thiue yo rofo nonded toolwald o th ool power plint,
for vhich ~:me _r th “Bg.nti1t]l cquipmont h e to 5 imported. Jut thire 1s the
pusBibility i using _'cevric vew warin, the vl ck houry if ihe AU e turing
enturpricoe work ni ht hife. «stim tions Ly tho Guyormt St ot Elcetiicity
Dozed an Indic o0 the Gugeont muer Lyst o oin 1966/67 show tht ~n iner.ase in
cluetricity cenmptin Uf uoculy 100 peir cent eouald bo Leemmmod . ted botween
9 2eme nd 8 Ly bofire tho poap +oding copreity 1 otac sy tez would be
I ded,

Shortege 0 cl.etic powe. b oeomes - E..12ug zooblem whon now plinge . g
-reeted or sddations to slint ¢.picity consadered, wiich would inere:gc the pecl

load roquiocrents .c. ticet:ziecaty.

[oos




A prelimin ry study by cxperte of the Unitod 3¢rtos agency for Iataermetiomal
Development st tre thet

®while th. o ploymoat r % 1r hish in Indis, nevertholoss & 96 per cent
ipcre-s. 1n oviput by . sigeablc hlcer f manufastuiing incwiries would
threaten bottlonovks o hifring ¢ troanan, of skiiio 1 sonpower.

T. achicve = fullor atsjization of ¢ sccity by ooinorenge ot 96 per
4

sent 1n tn. Lutput of cvieting fipms miht ontoal come oCoa m1LB 10 80816
in the utilizati n 0 wonoceor &2 th ¢ poth L& oon tiae uider of 700,000
worke s woukd nood o b allid.  anl  f tio lotter porhiope Cbout 200,000
would reproesont the sort 0 srisas thot Sul. Bo in suare. supply “md,

X

hence, posc = riek f Dottlomecks Zovilopin . to ret rd the rete of o=

¥ »

praded proluctyoo i COrtTAL AINLUBY L R 1. ZOITBI1L LuylonE,

¥

i PRV a7 N/ or be w 4 Aad PR .‘;, %l Lli‘h‘;?_f
progr me, moere  fiici ot mone 0L U0 laCius®e worklr proluctivitice ond

perhope » moulcw, [ oinC.. k.. ¢ chonlzhtion Lop i Lly weoro the latter
would si nificontly ol vrte th nroluc uvitios £ tho seirecr typue of
skills, C.ilegee, Uil sch le mas soconitry puclic odue tion would
als. hove - vittl vl t.orloy."

Thery cr. tric. moin ~spocts ¢ the coluticn . the prochen § utilizing
cxcess ¢ pacity tor Lanort.

(1) The tochu lecaict nd .o zpcntionsl fefect vhicw includes Siffercnt
meagUr.e necesetry for cchicvan, ki koo r ot Ul o opreity utilizotion,
includan,, fuller 20ii120t1.0 o0 wyulDOont Al @ gy w0, lrprovements
of th. supply syst . na o1 torasp o £ ociditiog, oto, Lach DL ASUl s
can cither bo “pralie t Lo IGALIVILW L _ut. prie. .r 0 ¢ g1 nid oseall,
t 21l inLustrioe of o o2 oantry.

(2) The morket cpoct wiien 1o el n the nolysis of the bolinee oo tween
supply nd de.and tor ion orodact on ot wovestic SOkt T 7% the
intern tion Lomoaket, The oup s those oo lyBoo o utilvzotion o0 CXCeB8

'

cepacity topr JIrpert oo Lo oa it o tavel ostime tod,
(3) The cspeet whioh .ools witu th. oo noMig pori mmonce  potentisg
export industrios vith ¢ osubst nte 1 ocap city uno r-utilzzrilon,
Thi., 7epect 1B crucy . . tho s lution o1 thae problen,
The g »ds wiiich me be produc.d by usirg -x@.ss ¢ nac.ty and fur which there

is & high derend °n foreisn markote can be cxpoerton only if their pricdes are

3/ ST FUoatn ana NeBe Sponier, & Preliminery Stuly of the Lifecte of
Import L-teroilzation uu Incread 4 Utilization <t Indu trir]l Plant Capecaity and
Related “conomic Problems and 3enefits, bsew Dehll, 1%5. pr.oi3,24.

/ooo
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competitive end thcir quality edequitc. This zapcet of the problum drews our
attention to the cost and price forn tioa., ihea prices 2r. .ot competitive nod
goods ceanct b exportud, the ute o) orp o1ty utilizotion deercasos. Mt with
a lover degroec of cepacity atilination, coste tud 0 risec. Economic theory

establi bes o disiet lopendence o{ costs Hn the rite of capecity utili.zctionm,

Special studics of cortein tadustrics in dovelo,in, comntries, whic! ere re rete
fully very rape, prove this poipt, h recont study om th. food-processing in-
148ty 1in Bre: 11)/ shows that there ¢ 2 elosc lition wetween tac dogiee of
cepacity utilization end tie ciet stiuctu. . of tae industry. The report on tae
food-processan_ Idustry L0 crezil st ot th v oin coe.s w1t lest divereificd
production, the =t -, ga Acitrutiiization daflinces th coct L. the niy of
L SIS O TP T ié. e b ihcike o omil Patodll21LZ wnte
Prisc with o capacity of 80,000 o o o yoor cperting ¢v 66 oo ecnt UF its
capacity Lows a1 hor producti . erets oo ton oo wmile thrr on hteipoiss Lith a
erpacity of SU, 000 tens pec o yosa oo b o tan ot B0 Poo €one ol Y copagitys In
the ess. o, Lutteg sroduction, o fr 20 GG Ly OC 0t s er y. oo Lppeared
tz b more iconamic 1 woikia at full o pPcity wit 1o . costsr or unmit of pro-

3

duction toon snoth r f cioy with - Copriity of L, N0 tons upere s, ~RLY

60 P cunt i 13 ennioyty,

Comperitive worid pilcvs 2ui internal en te . .o'uction erv in & Ny

inst.nces very anfivour ble f-r ta. wvilopin gountrice,  Thic eould Y. ghe ngod
thoou h tullor CopErity utiligation, T bBle 14 1.t n.1d PUAGE: EL.. Inturmal
costa of oroduction f.r ome Indior me tal producto, el (1mpoo Cur) priece
fad daterne b siies Ry bo comgutol Crom 1000 Lo, i VLW oL 11 poet-
devrlurtion ~itu tion some dat  or Poooteiom o corts nod b Lo boow bt up=tredote,
The cott 0 procctinm ‘i u.e8 inciwe nterot Al fe el tion ¢h v owa, CIF
poices were clel g ted, O Y S Y T S T tinve . Lilc tive of
the linc . i srocuction (te ) Cor 1ngo, hoad tols, veldan . s Cirsdes, bitke-
lininge; 1n woach Indis her o lativ. cor*t uvints oo L% &t doevelu ticn and of
thoec industiice (storl pipee ~ud tubes, wive POPuE; WhePe 3Ghc AALLIL] me sure

of Lolpmiy Ye nerded toomb thor 2oepetitive 0 the world market,

Y/ A _1odist.1 de cliacatoe no Braz.., rundcgRo Letdl: Ver.,os, nio de Jancir:
1966,




3&53@ nai»u of prrduction

o

— : - " — - ——

Clé Prices Indian ot o1 production

teimtry {(post=devalaction) (post—devaluction)
ir Re. per ton in Re. ;er ton

F——— A et P - . e e A Mol A I W W  ——————"
Presl cnstings .. 2,740
P8eel Tor inge 4, 4,200
$%ci pijce and tubee 1,45 1,40
Wire ropes 31,706 3,65
Weldang clectrodes 11@ per .OC R I8 300 per 100 L ft
Pruke=1 i nings 1¢,00C 5,875

Boures: ngﬁ,%%tw ycity ap ladisn Inuustry snd Compar-tive Indian and

. — A aim——

Jaserm Yiomal Frices, Communi.-ticn sent t UNT2C Trom 151Ci, 1mdis, Pobruary 1967.

Aot In sddition to moteris i, i bour .nd utility ch rgee, coat of production clso
inclwdes interost and ;v?awh:g chi.rges
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Avesrd i & Ww otuds  whertlea Joiatly W 2 Lioup af 3p.TEs i the
Daivted 5% You ag e (6. Ipterm tieme] Dovelepmont cad B Imdia sew. rumunt,
th pessiBiiitiid o) W wtiliBAti M sl a0 38 eprally in w ldin, el.oetrodse
indestr; for spuft sre wery low buecus Forl goemifie .8 BEruetuse o
Indi: »hich is 1aff.r at £ m ¥ [iie. stracte  on SR workd meoket, The
Jrige f I ommatic sop. Wwire, whief 12 ta mE. row o metoPL 4, L v 7Y b B

pert prises 5 th fimea prodaet ar vo.y isw, 1o the abm.ree »f preperly
oondide md o .6 % inecntives this [mdicn iaduw Ly £ oot comp b oo W ot

R,

The som prodl e srie wh 0 tico. 18 3 poseibility 0 on€.o 8 LEport 2%
e n, FF o Fio Bl Tiee  mapereity B D% o0 gu -4 2 the eoat
prodac.d Y cimlmuk v g to® 0 oo, R phyc o b el L) oopreity 18
sew by 100 i thon tha = preity nd . e bimer th. mtoa vt oo v ok wilhoa

capeoity wtibic tion 0 owe, Y 0 300 pmoean, Ii. such 2 o8 i coBls puv

i

aay ecatput 1nec s whil  the poolitebilate oo b LintoLprs v doorcames,
Bt om Mmer » courtry s roody to cee i h enlle porounl . oratput te

an brély noodad Forul n canhon o Lo ab w00 Be R sueh oo toncos, the
5 . N

i hui=t ne=lJ0 por o cent wtiils tion ¢ proatr aom orov oof o bl In
S FARE LoVoL 1 PO ab bihaty, oo A au Lo ol nomec nvertible
momcy units vith orobab. in of £oo1n o ochonee o« e pourt [othe pbuves

]

LOU=peiweern s utilizstion U f prolactive capicity, the ftack et o f Lschinge

ahousd not Lome.d, copeeloily 10 Chor .ou beoT oomelh B oLer unsfficiel it of
Lchan . ath r oo 1 R B T B dividua, nto. T1owi, on e tthoe
aand, .o Aot into.est o 10 Xcesn ulilil ti.o ot tho i proaductiv. oipreity if
91 -nt 1l 1acriog s .ot oL boper umit o tio, oven Ul she saditicasl cat;ud
e v b ¢ old Lo the woals merket Uur o forei nooxchin o For the promation of
Copost the et b, o5ttt ooecaver of furel pocckn o cacd on th world morhet,

should thescfore provide gom. sort oo ancentives 1or thege wntororie g,
wUmme oy
Couses of xcews ccpacity in develogia countri.e . rv in mo.t c:sce differint

from thos. in devoloncd countraics. Thi daffe. . nec as t...fold. First, tho
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