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The present background < -suaeni aims at producing an oxten=-
8:ve, dbut non-exhaustive, survey of tho factors limitinsg the
utilization of full capacity in manufaciuring industrics. A clear
determinabion of the causes is a 1'irsi stcp towards the establish-
ment of appropriate fcacdial psiicices and the identilication of
the arcac where the Ixport Industries Scetion o JNIDC can grant
teohnical assistance. This survey 1s also intended to provide a
systematic classification of material to devisc a neaningful and

»

practical questionnaire.

The controversy between the teohnical and economic approach
in defining cxcess capacity is of minor relevance in assessing
{48 causes. levertheless, full capacity for an individual firm
will here be deierained on a techaical basis as the maximum sutput

ad mechanizal facilisices providnti all

bt

obtainoble Sron the instal

7}

go-operative production lactors are in adcquate suyoiv. his last

provision imnlics that the opevating time is only conliitioned by

the rnninz capacity of ‘he equinment and that reasonable alliow-
. . s : . . 2/
ance is made for repairs, scrvicing and oreakdowns, =~

Tre technical tefiaition 13 conslderad wore onerational and

less subjectively biased than the acononist's anoroach which casts
} \

the full capacitv concept in terms of lhe optimun output at
minimum averaTe financial costs. Apart Irom the virtually complete
absence of consistent application of cost calculation technimues
in the enterprises of developing countries, tne private assessment
of the averasc financial costs may widely dirfer fron Lhe macro=-
economic or wel®are sneoretic costs curve, Since those discorepan=

cies will weneraie different minimum average cost levels the

2/ Azsrozate full capacity for an industrial sector oould be
de. .10G as the optimum lovel asseciated wiih full ocompetitive

oquilibrium.
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eoonomist's moasurenment rod is not suitable for time series

data or for orosa-~firm, croansw-soator or orosg-couniry comparisons.
xcess capacisy can be caused by one or a number of factors

which fromquencly ocour towcthor. These factors diffler from one

2o Ty e e [ ST S . P R RS SRR S |
firm or indagery o Gosher. O maakryeisai.y disbinsuish:

A. Under—utilizztion due to demand and market limivations;
B, Inadcquata 1nf Lructure and shortage of coaplementary
inouis;

C. Inademiatc output and disisibution;

D. Plannin<y errors ciad op.rabtional iiaitabions.

In sone cases nlant surplul o curroant requireqents ia ine
stalled to iuprove Jwo cost siruciuse, o acica long ferm incroases
in demand or {4 aasicipation ol obiininT o .arer share of the
MANCe T Or alod [or resalve S0 oLl LAty dur)oses. iis wautilized
production jsicniial 1s aos a aeser o0 coucera in wne aaalysis of
the causcs, 0 docs ollver LOWEVSD v2u)oraly surpluses wiilch may be
axportabic. iucidensal, seasonai and crycuicail Jaciors adleciing

capacity uczsizavion will noe be cousidered elisher,

A8 will be soen, not all buitlenecits caa be eliminated by
efforts Lo increase the exportaviliiy 357 Lhe surplus potential,
Solutions will alco have to be found for structural factors that

-~

are ol dilleora:

e
5
i
=3
P
[

urzs., A survey covarinzy the whole gamut of causes

will neverihcless prove aost useful.

A, UWDER-UTILIZATION DUT 10 DUMAND Al ARKED LIITATIONS
BEEREMEST N I R I NS S I N R ISR T NRRISERNU SIS TS SNV TR LB IANMA DTN

RN s T At A e . - N LY
Inadcquate deaand and aacges iaper’ocitans o2 often a prime
L . - PR - 3o e PR ey D Cyad
reason 00 THC CRAISILAT rwald CQPACLLICT & Woww aauwlaciuring
- -+
-

indusirics o0 develon.ar couniries and veo Sthese limiting lfactors

are usualliy 7Tiven ainar credit ia the availadie cicess capacity
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surveys It is olvious thai il insufficicnt domostic op foreim
markois euist for the manulaniad weput naitiaor ~reator
availobility of ryquired innuss, iaprove. slanaineg, Bauier quaiity
and diseciouiion 0 Lho Lououss o0 she viliaiaation o the

et mea T T Ty a T . T T . :
OPCINGLINaL I 5w LCES Wl en SRR SITOR L G S G VD 5 afoRo ko 1o B iy Tt C&Q&Glt:f
Cy \ I

uiilizaeion, W2 oiqel kooiacr 15 a Sufsisive varonvier of tha
2

produciiva activivy in any ComDAY

The domand and market rostriciiona 28y havae the following
featuros: '

T  Aodlicasisr/ssarinsias Ao riunitiosg liattade

32€:55 3uoily could ol ol Lo iajus may b uXiremoly

h oy 3 : P "; vl e - -
L) inscullicioas aravass/sublic aarint powars

Lt 3 .
Jovike ¢. o doorease in

[+
~

po3UCt with Low avice c.aseicis
DOLCU LOU8 ok TURUTGIC (el WO Dol ad increasg in demand)
anl/or Lod 9r ao7eLive iacuau ciasiicicy (1ncrsascd income
a4 DURT.LATLN T D293 L0 o Simitlicaatly eniance tas sales
o3pITuALLLLs )

4) inellicical a.vertizing

@) inaulliciiac ressaren Lo rind row uses.

& uvery e

in iho scctor uar jendcate an uneconomic and warssarliiaz sarkes

e o e d %4 s § - P . X PR P
Wice, uhe Lronasr Limisint and MOk fAUCIng ¢lileldis 27 &

%

P

buyors masier situatioa will nad nardor tLo3. oicaos LLa
* = w xy TS 7 * - . - . - .

have (0 Jace wxeisaive Zuude.iticn Sooa PHALLE w3in Luttar

- o - - o w7 e . ~ . e 5 P AR

PLOTIB3ES o0 0l L in D B0 LOWED 133.3. D378 LAt zell a

BRIIS part o 1410 povawdtica aAncoad 4.l bo Wre La.luciad by

B BUYITE Lo Tol . Sk e Sk s wae o B . . # 3 h TR

» 1 s - » ® g vy - . ar " -

L TF SER B WUk LG [EVE 2 IPO voa ke BlVe LBGT e
i > z £ 4 s

Igfﬁ; fa‘f &é:@iﬁ& é}‘é@iﬁiiﬁﬁ{}ﬁi




ID/NG. 29/ )

Page ©

3. Imverfoct Coapetitioatg

£) nonswlisiie and olivopolistic market structuross

b) fiwowon of catsy inio Ghu amarked is liadiod or aade
praaivLilve;

0) oo ncsisian wi o privile ad oo subsidized sappliers -

A

* * ' - i v N - - e . PR . Y, L. . v
VLS 00V uada WY WG wide 0004 O siLsalZaciorvard and
.

by

. . . . ’ .. .
fO0 suosiados o Lo inpals Jaciors (caplisal, labour
H

ranzco
rav matorial, and intormcdiate products) io straignt sub-
silies on outgub'an& Ciseribacisa of ouipui., Privileged
&C0C3S 0O Lilg Sorenil o aAssauciion ig another feature of

imporicot comn:iiiion.

4 Un-coo-iinss 1 Tayoris:

- - - . ' . .

LAt 20 Soasissone Laport policies may foil Yo avoid largze

imoocus o0 coapeiing wawaufassussl ous des)ive thoe oxistonce

&

of gubs..i....l 1ale cojpacities viiiia the country.

3 - . -

5 Govarniu .. o5 oand lomulasions Lioliine Demand:

SO0 - L DOLlGY NRLIB may nalivasa o strict priority

sohedul . .o vae axlccasion ol nacional rosources zad nay

trherc.rre cur v the acazad for coriain products,

i T - e s e mea - EAP PN -7 PR

B, Tno moninsi 14 2naoc3 Suaslv i Drso Goeroasin et
“ 7 - ‘ - T e ~
dea.s, . o oo toia Soaan. st ol

a) ¢ian o ooln 1acous and wealelh level aad distribution;

b) ¢ oworovaiue of due noney whach aoy rercrate
kvl ivnn «n wac Pelative prices of the different
Toodunio;

- - e s
e) Ci&l T3 1L 4G

]

y Laoius ancd preferonces; .

d) chan ;3 .a Suviays, waxes, subaicies ana bountios;

o

@) cuan-u. ia 80a)

‘itive sudstiuten vhich unlfavourably
AJSCCL Lu TLalAlBelVe Lhvantane pouliiua of che product

in excuss a7y

e Ve
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f)~ohanzas in rolated produotis;
g) ohoazes in mothods of produciion and the problon of

cliornatbive uses;

h) cianies in laws o re_alations a.iecting wos volumo of

COLTWAP LI OV 1MDIl i,

- Lo . . N RYLPEOPORE SN b Yo
Jarcices 1iiiin- Azsoan 45 DASZAD Spv et ol A -}
——

. Tacse national or rewionzl barriers ALy convey a major
o coar the oxigiing surdlusces Sowards export marke's
and »>ffer lese gseopo for tochnical assistaace.
8) fagii’ vicriers:
The trade reducing effeet of tariif barriors is legs
dederamined by the noainai rate of tho taxrilf than Ly its

-

eficeiive rase, 1. . one exbent to which tne added value

dunjsing resulasions, foreim cxXchanjze rezirictions, eto,

Ciny and packazineg requirements,

o
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300U Tor certain purposcs, incoaplote
or delayed publicacion of custon: information, cte,

- intafnal economic noliclics allfocy . a- LIDOTSS
as taxes applicd ©o ianoris So coinzensaie for indirect
taxes borno by comparanio domcsiic mOols, Drize wiicies
and price control rejulations, resiriciions ond advertizing
of moods, intcernal btaxes for revenu. DUrSoBes, obc.

R -

-~ insernal hecaloh wnd saloiy reulacicas affoctiny inyorss
3 &

such as sanisary rejulacions, techa.cal 8pecllicalion

3 E
o o «sboidu

PR S my e Y e ey s Sa 0 o PR B T . [P
TOMILTSAZANS, T TULLsions ADDiLLow I0r nnelo el Securl cy
JUa06Ls, GLo,
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B. INAVUATT THPASIUCTURR . ¥D RESTRICTIONS SR
OoN Tum AVALMA£ILI”“ O1' GOl LIRTTPAY INPUTS : ;

ARMRNEN S TR 0 ST Y 23 KT I NS M RN R WA R N T R AR S SN SRR

1 - The vacisus limiiine circ msbmices that are grouped undor
3 ' this heolin : are o poaose Jaailine walurc. whelr sosirictive

impact is lese critical in a siuasion ol Lassallcd and actual
eapacity in .xcoss of marized dinand than waen acuual capacity

-
] u\,ALb ¢(~L0

ubtilizaiion is ahoes o0 bz . kes

vg,

Shorsate o0 coapivacniary inpuss can parily be solved by
combinin osios coounoais rosdvsees 1a cven peaser cuantities
with i seooss agzas of produstioa. uowever, in praciice, the
patuce 2f L2 orodusbion fuaci.on is acsilv such thas the posai-
bilisies 0 fazvor substlitubio. wre sochni olly or econoaically

PR
lllﬂl '1‘3‘1.

Inoul a0l s cactaer sistes, buildines, port Tacilities
] 2% ?

-

roadis, c¢i2. v serioulsy haaper the full capacitiy operaiion -

of a puosiucsion unit.

Y

a) Losk_so working capital for differont purposes suoch as

- t9 cxbend credit o custoacrs on the doaestic bui
mainlv on the inbtoerancsional aarked

- 0 bduill up an adoquate sbock of raw matorials and

- t0 Koop an ontiaun svock of the final produsty nin as to
be in a nDosition oo aceld she deaand in 0 Shoruest time;

- to maintain consigaacas stocks oo losos. warchouses in
tha 2ain socloan; avaas;

% A et 7 - PRI R v 2 5 -
T2 Consinand DI RCYL00 urin

» the low selling period, ctio.

o - -

R o 1
AL T LS i RSLVE Qe
e - o - Lol —— — —

LVCELACe D1 00500

-...—...._—-.‘c——-“-—

N

Then Tioas onueabe uwnies pouuces profits or enduring lossos

. . s ; vy P T L L
w3 Jo e owloe WY wniVoe oo hd QU d 7%

RO A Soesaid s Sone aapeces of thelr opaeratioas {or
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maintaining thoir relativa Posiiion avon if the avsolute
position as a whale docs nai lnprova, Those definsive
invesbacnis, which nocanlly sarer eoas ilirabls Genlnieal
DD 0BG AL Ln C..piinl, 9564 anve coss reaucin;
criects. .

»
' LS, 5 1P S L N Wt [P S N - . Lroh em
0) Jalanny ol ATIGNE Gl CLeulilas ol aoCLidanvin Laosiaze

in fosciga CXOudh jo Gie La)rs restoiciions, e wiaor
TO0AS Gl BCLVECUI Wiric. canm L. YOU vy oy 3avings
in foraina oxelon-w sives shes2 Juads a value exceediny

Wle NMowinal cavaai.

d) Tasufficicad Yaaking awl credis instituiions.

10, Labear:

can onty e Aainsl oo verr nish oo: Yhis inercduces o

L2
e e ] 0 T T N SN 5 P
URSoabLc vawicads 1o e lavrir si buasion, vouidinies operasin I
ooy ey 4y A w1359y e ] d YR ‘l 7~ e a el
ha A ]..LA.L&"')_)\:.LKH.LH Cconai +lI503 are Ol el _‘;)I‘-Vu Vaowaba SWiaaSe
. - " . ~ - e . I N el N oA
418 aGoour snoriate situation will cori lously affcs.
Yoy - ey~ - 3. B - - . . sy L e e e - . e YL ) Lt
latustrics Svadiliy Du Qa IRDI0ALII0ALL aGoRe: whceo CAU pure
oy d e e P e PO - -
foraance reraircasnis ans Go0M0aly 8GO @ Lighor :

Y - vt Toaaem L cem, o
a) smortasy o8 skilisl sal wascillod NANDIWRLY -

LT e A S e oaap - TS ¢ G A ey e -
VALL WY J2 due v WG DAL SUSY as inaacrrate

5

educatioual and sraiai 1n3 oppureunicics, slow e

~f§

a
aad occun-liisnal maoility of labour, inst bilitv of the
workers, a3,

b) Lack of 390l oderational sialsl and supervisory s..osonnol
o) Lack of 300l maintenance siaff

d) Inzialilisy because ol strikes, work Stojppaics

]
£
[N

) Uawillin ;acss or icral resirictions to work in pacsisuler

circunstances.
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11. ‘anaranante

bantperial ralont is a cowessdi coasadily in vory short
susrly, also ia davzloncl ssunvedos. 26 requirss a basi
andlerseandin s ol Whe pocdusiiosa procass ana soechniquos, ihe
elcoasass of busiosas JovLioce ane fae 8oclul cavieoaacas in
which an enserprise ojporaies. 40 alSo woaalus intviative,
inreaniiy ani coupeioenss 52 cope with the amany wiforasean
probicas whish ariso in anv businass enterprisoe.
ol iissiasy proluction capacities may in

&

sy L;l.””;_g R
MALAUA ALY AGEL D

1

. FOE S - . T . - -
bhis o~ospect o oaue cod

a) shoriare o0 croadle il dracaic walerpreacurs

N - N s _ X . )
b, lack o lasoadlve (o fiooussa ooocustion
S 3 - - - - B ".. e . .
0) lnraic’-’.g:;\.: COGANLN § Lol U0 SR JLTLICRC S,

k]

e bagrnas e B oy b e " o A R <.
12, llatu~rl rocsurcsoy, ray tassoial ~ad othor iasuts to be

B - [N R o~ Rl DI . ot
WGk o.n She aonafaciarias Yy icsose

- Al7h edci ol rav acicrizis
- local unavailavilicy of certain matorials waich

gannoi Lo i.aporiad

=~ inguificicne and iercralar supply of local materials

- veriations of quaiity and lack of staadardization

- snoriase ol Llaporied raw waberial because of the
lack of foreimm cxechanye aad the cnsuring iaport
resbriciions

- ineificiocnt raw uaicrial allocation system

- prevencive high es36 of raw material transnhortation

1 o . ~ L, LI
0) 2AOT LR JC 00 Lidelavaedee

e) Lack ol G0 Parts.
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13. Ut'litics:
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InsufTieicnt or irre-ular supplv of power, cicetricity
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6. Logk of adomuats owdli~iiyy
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