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I, itfiftittcn of ti» fmUm 

láxporta riponi al i B in : in v&rioua fieli» j>f ¡iii€u4-.t.i ;# A«*4 p 

different meanings to the  torra "excess oapaaity".  Ai * result, 

there is confusion anon..* the économiste,  Vicinessmon,  en ;tn»#i*a 

and statisticians  in ouumunioatin • uKh oaon other on  ihm pre>iiM 

naturo of the problem,   '"'ar the  pulposo of  this papar *#• »hall 

assume two  typos of capacity.   ?hcau two  types are "technical 

capacity"  and "business capacity", 

"Technical capacity" is base! on the output ratings of aaohintry 

and equipment, operating under ideal conditions. It does not reconnue 

auch things as slow-downs duo  to leamm * perioio and underutil i sat 1 -in 

that  may   talco place because  of natural   calamities  auch aa  atoms, 

floods or  seasonal  patterns  that arc  common   to manv -vpes of   :nluutriea. 

Thoro  is a statistical   problem  in moucHi-in;» "technical  capan i ;, -*'  nino« 

Changes in  operation   tochni-r.ios,   -piality  of  raw   naceríais,   BKLìI   of 

the  wor-cero,   incentive   systems,   arni  a myriad  of other factors  could 

alter a well  defined "teohnircl  cuprei tv"   fi-jure   in a ch.>ri   í i v.. 

A 3imple   illustration   nay  be  citei  in   che  blast   furnace  operations.   A 

blast  furnace located near   In^inMti,   Ohi 3,   UdA,   had been a--..-.. ^ed a 

"technical   capaci tv"  of   lOJO   to-is of  pi 7  iron  a   lay ani  ;.ai   0 ...":•»•, e I 

at  this maximum capaci tv for many  /ears,   k chan ;e   ir,  the  raw material 

feed from  54 ,'» iron bearing ore  to  52 ,J iron bearin ; peilet   increased 

the output  of the plant  from  1000 tons to   t?ùû tons per dav. 

l'ho problems of measuring "technical  capacity" are 30 nu-aorcua 

that we do not want  to  get lost in thi3 paper in attempt in-*  to ctudy 

the.ï.   Therefore,   wo put   these  'niestions aside and  concentrate  on  tne 

"business capacity".   ¿"he "business capaci t'"  refers  to  the "out out  point" 

at  which   the   -ir-r.ufacturin;* activity of a  p^anc  would brin;   ,f;o   ni jt.ast 

financial  return  in terms of cash profit:.-,    t'ne "business capan, ty" as 

defined here is a relative concept and its  rclationshio  to "technical 

capacity"   is not  a fixed one.   In other words,   tne  rate  of 00 ti mum 

utilization of facilities may differ from  one   *eo »raphio ar^to another. 



'#»•  1 

»*«  m%%mm ^mf%%  *tmm0 * ••*•!« 

i*i «•t :*i»«tt%*i*  •****•• i*»   »<*-< * * t«t» 

sHifl 

ft»   MiaiWMltMitMl •# 
mr-nmtmi*- »f«fct«MI  •# »! 

« 1   .,     % ,", ««t«el«H   -MM» •f 

.  .   4.itff»te»|   fcy   «ü    ftp lit! 

*v* - e«P»r i •»*:•. 

L-„\U&tfil£S 

„   ,   .     ..,-,,   .^-     *(*^  of uftitftF«iittMit«i wt ta MtÉMlrtat 

ti *   i«v«-i "».nur njrtwtf* i« th« Uilim« remit taf 

• -su   ** •      l ** « 

: «a   is-,   "   •    *-»*r. ' i * i#J  n««-l»-i   -.J»"   xnlu»*-~i%ì    t*yV*l<*|paiat» 

i mit.    .;«-.«»»•  \*  ^***< •*»   *• \#a,    la^t. --J ««**'. *#   **»:   t«t*r*ia* 

,. ...tf       »,    t   «   inim»'.rt*i    »r<» "•«.**»•   f»w *   *K -   Míi'üVS irmj 

,v.ei .**   i »'•!  Cä<   i*.»'tiíj  i      vt •     •. t  , »  i«v«i • »,    *,mi# 

- '   - -i   **t*,rf , i s   ...**,   iamt! *»" s*i *« •    «*«.*•»   ¿*\n »   w»vi    T-nf»  r**» 

,'. .; , i   ,    :»»»t*i»   - ntl 1   i?«    » -r*   **- >n <*«   -m«  *««u.t>tt.iM, 

• --tut   o*    -!  •   »". **"»' i#    4«tr t   I*"**    "'    -   «'.»riiiiî   in  **rt¥   #f 

i «v *      .in »i.   -U" -        ' ••=   ;4a*tt«   f -"»r   I..4    *    «-«««»ft*     .    , n»l ta, 

%  ' •     m,\   ' ¡i<r *  mm *ii;ftt»r  lâl« ttr âr«i   > trattai «I  ft *«all 

•«ti.   un     , usi -"   <*Ä **•' t *    « 



ID/tfO.^/M 

•f f}« >•*» «»(«risili avaUa&l« in d«volonin; oountriai 

tJM «*•*  .^«*'.\'.v* ï--    --;r.-K-»   "-»- v.r-  in   *.'•<•> i*>d.j»*n  tnatslletians 

%• be  IMI i w     M   ,Itdu¡»  laivh.   , tii.n  ni,ii»u,m osu.i  int.) exiauonoo 

«if    in1'!  \n>wlof, :•'   >t   nui   uuui vj3ory»n and 7ov«»rnaent 

i~* in   toiímnai   r. • ;-'n.    lui-   . iMor  it  ia eiavued that cotton 

It Gôtton a*v'   .•• *   lad ¡i;   í. ».i."! ;C.;-
,
I',;•   -vsor. , cot tona is not under- 

•t«o4.   'l'imi   *»irt  ..nía 310.1 e.-rsra ar*  the sono ¿rue i ion of a mill 

4Mijn«d to vi3.7   ,"/8 noi. 'M'.'„i!¡  \\\ ;. cnuury where  the local material 

|s only \ •'•   inoli  bn;,    Vj^ii   ;a3   .ho oaotî of  the   ian *oon  Ojtton 

fu»tla :.i¡l   vu'"!   ms -~ > ••;*.!- -ictc-d in   i ,>c-2 i/ith the desi??! done togr 

A *o«t   r.';",i   ilil''-  Aporie«!i  iifi and the   lachinory supplied by a 

tillable aanufarturar. 

ïn î|«itc a fow itvelopin ; oountrios suceo3Sful plant operations 

ttiin ; Aon*»« 11n a tridui turai raw .aateriala had to wait yo&rs for the 

tfttlanal i ration  oí   th'i basic  products.   Kor example,   ¿lie  suTar 

iwtuatrv  o,"   r\irk»r.*  ooul 1 not  bo dovniopol until  substantial  fiscal 

MMOtt^wJ    »i    i.'1   Jtn^f   .ore •; i >] :> '-I   to e;!tablioh   r.u ^ar beet   7rowin<7 

4M A  iwbmili¿ei  >>asi¿.   '.-Von  'H-îM,   »ho  "Jnak   piani  -jould no;  operate 

At oapacit."   for   -onra  t'ocauo«  o" n shortage  of au^ar boots.   In a 

4lfforint   \raa ••>.'  ao^ivi'.",   i,   "./; r» no*.   pos3ible  to establish  in 

Ttafteay * texiile   inûustr"  o/ si 7.1:fica.it  dimensions uruil   aerino 

tttiip '4Qvt>   \Mtr->i-4oed  froi abroad and   ihirkioh cotton of   p/o  inch 

•titpli lenftr. was  rfpi i'á*  o*-  lon:jr  l_»nTti;   -Ur-veland Acala varieties. 

1% suit  b« kept   m   ami   .ha'-   A,i:\cey,   up v>   the  „me of  these  replaça- 

it*,  was * cuba tanti al  axportor of both inferior quali op- cotton and 

»1,   fhi  pr0.7ra.iB   to uso  t'.ios-»   material3 at  uomo had all   ended in 

fall uro a ani  tho eoun.r* l.aport-vl lar ;o 'rubiti ties of both -;ool and 

001ton  toxtiioî» wail« shippin : itn raw  .iaterial3 abroad. 

Wie caicí,   to  00 dipcimood  celow,   aro coLooted fro/a a lar^e ^roup. 

All  of the  .d.'iJ 01 tad Vor illustration \:x\ adequato to   -,*ood niana_jo- 

MWkl,  iuff.'taru   financial ro3ourcoo  to operato,  ani a raarkoi  lar-50 

#jiou?h to aedi  ail  of their production,  .laohimry in thoir plants were 
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of hi*h quality and promotion «lew-dmat ém to efi*lï»tiit Mi- 

rtino t ion wore no-iijiblc. fho labour force waw well trained and 

supervised.  The only shortcoming was a shortage of r&u material. 

Hie í'jrat casa involves a for^e in India located in the 

Greater Bomba".   It v/as  established as a joint venture of Indian 

and African capital and its  production was supervised by persons 

representing one  of  Lho Most   respected fir.as  in  the ¡notai processing 

business  in   th.; Unirci otates.   The  feasibility studies of the  projoot, 

conduced by very co-roe cent   people,   indicated  that   the  plant   should 

pay  for  itsoK  in less   than   throe years.   In actual  operation,   howovor, 

the  plant   did not even  reach  break-even point  during this period. 

The basic   problem wan  one of  shortage of   Lho  types of steel necessary 

for  the forjad, products.   Some  of these stools had  to be imported, 

others could have been   supplied from doues tic   sources.   Unfortunately, 

the quality of  the domestic   steels  that were available to the plant 

did not meet   the specifications and their use  resulted in a poor 

finished  product  as well  as   in a hi;jh decree of  wear and tear on the 

capital  equip lens.  Koreijn exchange shortage; of  India prevented the 

importation of  stoal   in  the  quantities needed.   Tnile a part  of this 

olant's  facilities remainel  idle,   a lar'o amount  of foreign exchange 

had  to bo  allocated by   the  otate   t; various industries  to import 

the  same   tvoe of forjin~s   that  could have boon  produco! in  India. 

At  present,   the firm is operating at a profi cablo  level,   thanks to 

the protection it receives  through high cuat0!33 duties. Howovor, 

the production  is still well  below its '»business capacity". 

Tho  second case  involvcn a r^sin cleaning plant  in Afghanistan. 

It  is a  joint venture  of Afghan Government,   private Afghan capital 

and American raoital.   fhe plant was décidai by the bos; fir:a in the 

United dtatoo  sp'-.cializin ; in food proeej-.in : equipment.   7r.e design 

was based on  tests with Afghan raisins,   running for a period of two 

years.  Arran ;ernonts 'were nado   co  sell  *he cleaned raisins in the 

Scandinavian countrias  through the consume cooperatives.   The design 

capacity of tre plans,  on a three-shift basis per day, operating about 



pr&tttotlon or Af ¡toaniitan ava»***"» au-rtt  V , >".l 1 w» a *«»«•,  f^nm 

lo tho oonntruoUon at' tnl« plani,  raliin« w-nt u«,, ol*»*««!, s«d 

tht fornix  »fttor praaont   aa4» it upo« at a I* for ihm* i# b# 

•goepted in the major raiam o<Kiau.Un<; ^ora.xMin 03uitrt««. 

In »pitó of eartiui planant, ma îmmrmbïm ooR4tt|CNW 

•xiotinj for the eatablisiìoof»:.  >n  % pimi,  lhat oould an»; »wir 

» «5.11 Ion 'ìoìlarn of forai jn exclvv. ^ into tii* county,   *,V 

Venturo was no-  a íiua»-v..niD¡\il  «^nc.    -V«  probi«*.» »-ma   *.he  maotltiy 

Of the  piani   to   jot  enn¡ fìi  raisjins of  the  type   it  odiali  procaas. 

Although on  pa por  tho  poten na!   supply of  ravi »alenai  um* v«ry 

lor^e,   this fiuppl.v war- ::nvi« up Oi   ovor  two do ¿on ;»äJO • varieuea 

and  the plant  coul«i  prooeaa   ).iiy  suout  on,*  unii of  iboa,   furthsraore 

only  five  variation wer-;  o-cporta'olo   in  •%  -o-snorcial  qua»tU.v.   It 

beoane apparent   from  Ll.o vr^  «tar!    Jiat   the   f.-aditionai nark «tin*? 

patterns of  raioins  in Af-hnni", ;•,  wi.uld act  an a  hin1ra.no«  to  tho 

availibilitv  of anytmn- IIK«    », x\)  cons of  raw natonaln.   i*he 

raw aatoriai   31 -ua; ion  o o "ix:».?   u vl'«r ./h on ÀT;..ian  J ^ ve muant arran *a4 

a bar tor a;räo;.i-ni,  wit f.  Jhina.   fnc'oaned and trinarte Ì rai'unn  wore 

ghippei to   .-hiña  m  j';c<.an »e   fa"   lanose   pole,   "fio  pries  ta: 

attachai   co  raisins was .-nuon ;-i;aT  -„han   che  ar;cri  m the world 

markets,   therefore,   the rainin  oleanin; plant  oouli no:-  compete  fop 

paw  latorial3. 

Another plant  for prooessm : of Afghan fruits,  built in k&ndaiiar 

in I9ÓO by   che Afghan doveramon1  han bcoa a complete  failure  partly 

because of  tho  lack of aio-niate  raw natjrial:;  and  partly due  to 

Other roarsor¡r>.   Tail«  this  plant  regains  idle,   tons oi' fruit  of hi^h 

quality aro bo in 3 wa3ted because of limited -kueotic market for 

fresh fruit.-. 

The  third case involves an orante   juici plant  in Guyana.  Guyana 

is an impor-tor of orange  juice in canned ;,nr,.i fpoa Trinidad raid Jawioa. 

There are   :::•.••.7  oraaro   -rovoo  in   tho country,   The  writer and his teara,-^ 

2/ Tho v/riior was  tuo head of a United Kations Industrial Toan 
sent  to Cìuyana in   I90Ó. 
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*htu -mmmt f«» **« *i*»»* It OmfN«* at «rHvte« to 
nur« »9 mmh *«*>•«••* IT *»••• «mp Cantait«w tfeftt tür ««i«** 
J, meliti*. '•> -^At'sibi* i,-" if -*f.v3* -i in tr«n ^4» «H «HI*I Oí' lk*it* 

fir»t pr*t«r¿*.   rh«jr w«*» «ffrt«*i to  . i«4 thai ««eh * pr«j«*t «M 

ttivlftr'-Ateftft an*  ***•*  *»ni-»i  tn  ÍHilmi«.   ,H.'.hfi«  t«V«*41% fftit "*ft   HI 

*r.%.    i.rtf.* .,«,# ft-   ],«<%«t ?' mun^M»» <ri   ^r\n „••<»   to-ni : a«»ar 

i,.-tr*"   >•<« *í.-   » v«t  «j   -•«*»*   '•**• ni».  t»uit«¿>if i'.>-   juifîâ   -«itin;* 

.v-.in  »Hü1,  »w- tts*jlf  -***:*"» n-»1- a»wi.vl  ir, ,%% •,• »ni HA I • lar«« 

nu i-«»î   ••!   •'"••* .   \.trv-»Tt  •l'^   '-ov«í*t»*-ni.   ¡it'fiW'íi w*rv yo*r 

> tu*, ta   '      --v. !-"   *«• .M'íM, ,   n-vn*1  «í   '.»»«i   >#»•»''#.  of    fa*! t tv   to   brinj 

*.:•%-.!'.  f-tin  i'i    ' "  f*;t*;i-rt   ; i?,i#i' m»# »¿tignai   io «iabiinh m mmXÌ 

>r«/»ff»   .mie* "--Mintn;   T.'   "t*««*»in r alarsi. 

11¡*  fo-i'-'h   *A«*   m¥'lw. a r*i^©-«r»i oil  niant  tu   Phfttli 

T>,#   "],«J|   -.".-».i   .»»ili!     '   -   A    'inn-%1    fir»*.      ': «     JMMI?BWMkt    (MM   fUffc 

tw\nt>'fil   f!  f   •tn*"'    :» ,1/f»-^Rf*rt wi  ha1     «»•>nn«r«»-*.  «A i  run gw30###— 

full*    ".*.«*  ¡i**-*--   ti -.J-ü^IU.   ^.*.   ;»i vnt   ir.    »'ir-*,      •ñau»-'*  ,>j    lb«t,* 

kn-»*t•»'**»   '     *   *•   ••vì'::n*».tn,   t»*ay    »I»P*»  »*«>!•*   i-*  : abritât*  *  larjft part 

of   til*»  «••}«ii;*wri   i n    <í«i i »'•   ,'<\t!.'*t*   -hm.   : » --r   ','. *  tl-,*r-s     r >«   >trO{M, 

jfcfti larvi  i;i *>n«  >>*'   ^*> :iftjor rm«   prtHÌuoinì a¡u! ríe« tx*»rttft| 

ooun'.rle*   '.n   :ho   nri t,   .1.*'   ¡"irfi   M  ex.)).-;«!   ;r»  -jur-ooi i *i   Í'THTX 

with  trw »*t^«* y-**"  aîreat- 3e*M«ii«.i   rrvn  *»# ri.*e.   :.'?rwlly,   ta«rt 

ia a  1 ar ;<>  -.-i * >!;*   ->*'   ••te»  uran   m   '„re   :j¡ounv.*/.   .'ni.-i  bran  contain» 

©Jibia  oil  ani   u    -no   ara«  la .tr-Kíoau ì   i-n«iiftf.«lv  a.fîat*  i:   li 

oxtrant")»  :"r> < t'»e»  rice,   i1;» TUAI i ;
v-   .)     ;ha ->i 1  m v#.ry   joo.i.   ?Datl«wl 

IB « not   i'TVM-tu!" ai"   -"•;« «ivi oti'i ant  thore it A ì»oa4;/ aark«t fw 

the ivi e o-brun •)tl   in   *-'»« eo\mtr;f, 

Tho pj.ir.t,   a/f9i' i".o int Mal  and v«*-' mtactMful  opörar.ion 

duriti'' tne -"."e  ;>r löesrnn ' ".«ÄRcn in   I0.i/,   .«an into  ivouble.   Ils* 

initial  suc«--.:  b.'ou çï 11   in'o  ti¡«  l'io 1 i   '. .'o;   oihar i'irta«,   l'ho raw 

ma to ri al  miit'u'-  \mn not  .ni,'s iciont  I'Oî*   -.'.).?   rwriiton of all  of th« 

four ani a:: -i r^nil t  all   I^ìK   nono;/   in   1968.   Ai   its©  .oreaanl   ¿i««, 

the  four  .'V.-'.-J  Uav«   joino-l  forooo anù   fi«  Tw-.-anonc  will   bo auptr- 

viooi h-  tr>) firot  firn and the exoona onpa-uty .vili  bo r«ttr«d. 
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i^iU   «t*   IM ii»# «f  IM ttVtNtt  r«r * 

ÉW»l«frtnï *- «4-1 »'«,  t'ta i* *.u fctatia*4f?B ***** *M«*H*-' »»9<< i» 

let «aUiaatin ,   .«e Vïiwia  •• "  .u.ar*  ;»**?r,*i»ï   nal»,»  .*.* a pro-tatti« 

skpor l-)fi6c  hv»    ;ivm   /vi-n   »I,     tj-i-   ivi'ft   r, i«' lit »^n -1» !»'>'. 

•luaya *»r*»vi \-   %n   vî'îuri."    >î    T *.   '«*»   «»va»!*-   M*   »<" Jit *»'l  :>'»-.» 

Oo&yana.   ¡t   i-*al .* ut',;, tu»   - >. -*n <" ; -n   »,    w*w-r*ni» ^rilan-a.   .li«1 

©Wüaafl 4a. i   in «'-Tit-M  *   n:   *   -   i   ti*<*      »r   tV^"*<*   u—»lui-t«  ha'  inil 

Ohaii ?IHI «lurin     -».'"•  p«»ritH    •*       -   î * . ,,    ,'\r-?<»   ..»nufility  *tu.»4«>«, 

P"Op&r#ft   m   ;,ï*i6,   unni* the   ;,*.*, *.» >.-.   Hi?*,   re i--ii - »   -JW i tanti ;ai 

oattolunion   i\a-   t.ic  «i*o ••>*'   -t><? «   -       '.:aw no*   l,i*fr  »«n »a çh   Us 

Justify   ;ho  Dnr'.nr   : 5i   >;   .•».  ra'w.'n"  .    '' *  -•»•   hi.i".   tal   .'»art, 

kaw/ar,   nc'iPi- *   ''   ra;M ¡   iM-.-«a-"   tr    '  •'  -'.ir   : *   t-i'r.i-lon «ivi   ¿he  UM 

9Í  ftwi   Ml   tr-   a   íitMí-rr    i     ;,v  ;.    .:,;.-    'i.-.l      ;.   ..-,   -\\:.    iiu*tn.;   *9-3î   - 

1„*$5i   daublotj   :   •;   JK\ i ii . • t .r   • .   t .i::   n  a', ni* i *n.    HiWt  all 

•SHPOIOUA pro! i •  :i .i •««  no-'. •    :". ' •   :.-   v.a   •/ >•- ''• • M *r. Ì 

distributed b'        'ï,   *.•••»   - »s  t s       . -'.    ¡-~î   '...^R-*     :.".;i  ."3'"»   .'uiiol 

I« pfvVÜO  ttnlrr   '.   o   ; >vr •: ••"!      -     •»<       'ii    >' ivc   ':•'•.*•   '.^a   • >r« nption 

«f pStr^lau.»  p.'vìa".-,   ¡s   i¡,". ,   ¡-   •   i,,      .a-,     r.*>   .-îor.Jtru   M Hi    >'   a 

IO 1000 baerei   ps-   la;/ «eímaT   i.i  • «»sutii-î,   3uch a rtfin-iry   ia   in  *h« 

plann in ; strnje at  tu« pr^aant  Uso, 

Thar« aro *wu\v  reaaona  **->r ìh-i unroliaoillty of m»slo»s 4*tt> 

for «yuricat  i'îreeft3iin-%   -.Ven m a ornait r/ suoh as Guyana,  A«r« tha 

ensila ia;a  ï- J  #J11   JP-WUSOî  irrt  il,o  ¡mr.t  of   tabulai ion,   iis&akss 

AT« M4O  m   >,;,'*  valaao   *\ :a?ca bs^Auio  a.'   »'o  us«"   JJ* .liffcrwi.   aaaa-4rin_ 

mita ani   -;o  nijnyoriiau  -J»'    if* je  mit-s  f:-o.'.   nie ot  anotner   t«i:«a a 

^PO&t  !>,:al   .-> '   ;.,"»wlûi .fo,    \->r <«,,:^»ni<j,   .\\ .<  •lù.rm'.y o-" cru t's   '»».1   .1*7 

««•,? in 3u->.   » .Tinner tî.a'   a.v "H'^î 0^,:f,i..»n   J,') narrai a to M. J b&rraio 

©f opttd« Dil   i.* a.iuuX  ta um»  .i*»u-io  ton  ¿.   j>tr->lau«. 

UuatiA» ila»-iif iea;iarv3»  ai oan^l mat« i a^  tho;.' ara,  â"> not 

always ojv<".- .iliim?i oovsr «lì    h« proUnv.      «'io;'f ai-a tr.«? aouroa of 

eoafliat   b*».»**'t*i   üiiw   ï jviru ,î*îJ »   li'fiuüls i«il Unainai4a.»an.   Tn   an« 

oowntrv,   ioîik  a*   iti» rubi^r-ü-il** oanva-ia   itn *':  .wr*) iiatai unl«»r 
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nìaooUemjvvjua tdxUUt Pfcthor itttn tit»«« «né *nly * «aunt If « 

taaa of sr.oo   w/pi«  «er« J/ poípld AI  Mi«   il M-«;J  ilti'ijiied  Mi« error. 

'.It shall  dis-ouss  '.wo cites unl*r tn*   ,i*r*et  Usi tat ions. 

The first  is c&aaed y>   tne miunterpretatiaii ^f the out»oa« lata. 

Phis nana  invoivas a  aeat   ir>w;innr pl»n     l>"at*l n«*3Ct   to the 

La Pas airport  m   Olivia.   Th*»   io¡u *n JI   „r.p plan*,  jaa   poi ana 

the efui rneat  WHO  of hi**.  -ni.Ti.it".    Tho   .<, n,,   altj.ourn  a.aad.1,   wa* 

full;/- intonated.   It   lui   o ifM:.-.'i;i * of ca'.'li,   ho ;a aril shoe?, 

renden;»: of fata,  can .»eats in tin contagiara an-i prepared 

sausa^s,   ¡«.a is ani  bacon,   ¿"here was an aa^lj colt s tora-?« facility, 

and the worK shop had enough eqjirvient   to do any  typa of raajor 

repair work.   ?he  plant  was ownoi  by  a famly *ho raised lar^e number 

of livasio^.K  on   iiieir   Montât ion     /pe   fama.    .'he  rim had adequate 

capital,   acc-vji   to   raw   lacerili.,    ;>di   iamur  ruppi v ard  a   nanajeaent 

of considerable  skill.    The  lack  M  a  aark-n  was  its ßhortcoiinf and 

this resulted m un lenma-n ty  operation at   loan.   Hvantually,   the 

plant  CîO-ïî  ics  donrn. 

Plie fear.ibilit" study ^T this ;aoat  procaasinj plant  is nreasive, 

On«  13 surprnei   to  -"inA the vast   cap betwvin what nm  planned and 

what was ao" -Kiplisr •• i.   I:,iport  data,   on  much   the  feasibility study 

heavilv  ron.ni,   shovel a substantial  úUU.I*   oí  ?ann* !  and  otherwise 

processed   n»at   mports.   In r-?aii' '.ports  rcoreseruel 

hundrc.Ì3 of varie ti 03  of  sp-.îciaiisr» 1   pr3 :,.-,;;   30.3 t  oí   ..-úcn could not 

have boon  pro faced   in   Bolivia.   A   f»tail* I   i-ir*-;   aurvsy  *oull have 

disclose!   this  fact,   infortunate! -,   aucn   uuü*3 are expensive and 

arc not  empi ove 1   -.0  an/   le *r-»e  in   th*   pi nun in- of now cnterprio«s  in 

the developm •; countries.   Of honirods ot   ;\ ijjjis   the writer has seen 

not a sin ;lo   v,w .pad enplova!  an adequate   ,-arkot  survey. 

Although  the above mentioned plant  is now closed,   it could be 

placed into operation.   The neighbouring countries,  ¿hilo  and Peru 

are both vertero of causais and  tinned  b-îof.   Additional  capital 

and an aTi'osrv.y.i   narketin ; projraxae oouli  prevent completo 1333 of 

over a .aillion dollars of fund3 invootod in  thio plant. 
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ti» second -;a«e of »arket limitation is a complex ono. 

It iavolvoit a diii-y plant  owned h:  the Mar-rating Board of Guayana 

«fad operate«! by the United Nazione.   The plant bays raw milk  from 

rat farmers,   pasteurizer  it ani distributes  the  processed milk in 

bot t los  to  the  consumers  located in  Georgetown,   the capital  of 

Guayana,   .lince   tn«  supply  of milk is   greater  than  the  salas,   and 

because the  plant   is obligated   to buy all   the" milk off orci,   millions 

of gallons are  dumped into  tiio  river  every year.   On the o cher hand, 

the plant  provides  ani? a anali  percentaje of the milk needs of 

Georgetown and operates at one fourth of  ics capacity.   The  im?Drts 

of milk powder,   concentrated  nilk and condensed milk supply nine- 

tenths  of the  milk conaumption. 

The excess  capacity  in  this particular cane could "03 corrected 

through  the nationalization of all .milk and milk products distribution 

and assi^iiv; the  Marketing Boari of Guyana the  sole ri;nt   to  import 

ailk.   Any increase  in  the  price  of  in port od   nil«c  powder and concentra- 

ted ¡nilk should  tend to  encourage  tho  use of bettor ta3inj and  aore 

nutritious fresh  products  produco! by  she  dairy plant. 

IV,    Oapital Lirai tation3 

Underutilization of facilities  in many instances may bo  traced 

to inadequate capital availability even thou^n on the surface some 

other reason may appear to be mere sipiificant.   AdeTaate capital,   for 

example,  could correct 3ome of  the ra<.» material  deficiencies   through 

stock  piling.   A^ain an ajares s ivo sales ca.ipajne  is not  possible 

because  of  tho  shortaje3  of funds,   lixport   varket  development  a"l3o 

requires substantial credit  facilities.   Inalo rúate management  may  be 

replaced in  part   or in total  through attrae;inj more capable   people 

by offerinT them higher salaries,   fhe  subject matter is a vast  one 

and its  importance   is not  fully understood by most of the  professional 

economists.   ?\o writer,  as an oc.ono.m13t was anonj those who were 

ignorant of tho practical aspects of capital needs of business. 
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Durin; the paafc ten years however he received a free but disturbing 

education 03 a .Ureo tor of a Small Business Investment Joapany. 

The illustration we cite for  the capital needs as a deterrent 

to full utilization involves a quinine plant  located  in Bolivia. 

'Phis plant extracts raw quinina iron cinchona bark which is 

gathered durinj  the dry periods in  fcne foresta of Bolivia.   ¿"he bark 

gathering act ivi tv   therefore 13 rioasonai  and  this recfuires  ¿he pur- 

chase of about  six months*  supply of bark  in ord-sr to opox-ate   the 

plant witnout interruptions throughout  the year.  'Jince  the prooeaaad 

product  is shipped in batches of 503 kj or more,  it  takes several 

montha to pro luce  this mich ani  this in   turn croates a further demand 

on  tho working capital.   Injection of a s.-aall  aaount  of additional 

cipital  would double  the output of the plant,   increase  the forei3Jï 

cxch.-_i jo  intake   of Bolivia and chanje  she operations  fro.a one  of loss 

to one of profit. 

7.    Lack of : lana, jo ion t 

The impor:ance of nanajeaent as an economic force is well 

recognised. íievert heleos,  one is continously surprised how eniiokly 

good mana-je.nent   could correct  the .-nalpractices and convert a loss 

operation  to a   ù ;nly  profitable  one.  Both  in developed and dsveiopinj 

countries  nana jouent  skill contribuías to a fuller utilization of 

"business caoacitv''. 

Our caso stud;/ in reference to nana jenen t deals with a Kong Kon? 

textile-fjarnont  fir:T> owning three plants.   A« company produced cloth 

from puroha^-i varn ani converto i this clot*, into ;ar aents for both 

men ani WOT,-:*). The operations had not boor, uuccessiul and the plant 

utilization '<-.-> below the break-even pom*, .'.ventuallv the fin was 

unable to rao-..it i¿u obligations and ¿ho crolitors took over. At this 

point,  a new ..íana ^e:aent  jroup cane in.   fhey -.rere jivon a three -rear 
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«fjftiea for MM faraJtas« of Ih« aas«te at 75 *í of the book value. 

flia now ta&a TMM aucoeaeful in in or ü as in ^ production rapidly ami 

after two years of opratimi th«y bought the firm ouï of profits 

and in ta« foilofinj two year» they mnajul to double the sise of 

the plant«. 

In sitiar to increase production to capacity level, and in 

tlae exoaadin* it, tho new tea.4 a.ipnaaiüod production planning, 

lavent ory contrai, coat accounting,   incentives projraraas and 

aaployoa morale. The «oncers wore divided into jroup3 and co-a petition 

frottpa i/as tficourafed to reaoh aijhar production tarata. 

yj[« 3uisaary and   Usn. o.raandatio-na 

The reasons for underutiliaation of production facilities are 

attaarous ani  in .non-' ca3es there aro caverai factcr3 joined soother. 

For the purpose o." anab/3is, on? can  isolate raw ua;erial  shortage, 

aarket limitations,   inaie-raate capital and poor r.ianaje..ient  as bdin? 

the acre  important causc3.   Al thou :h  there   lay be not quic* ani ready 

aade solutions  to all eiisess capaci:-/ oroble.ia in the snort  run in 

»any caaes,   there arc possibilities of correcting so-na of tho causea 

at least   in part. 

The raw material  shortages could be reaediad in aoao instances 

through iuport3.  If the increased utilization could bo 3et aside for 

export only,   the foreign exchange   j^ina would .aore  than 01fset   the 

losses due  to  iiports.   In order  to acco.nplieh an operation of  this  typo 

the  ^ovcrn^-în.3 mist   orgoniz,-! a con crol   .ie o'>ani su.   :<\irc herí or e,   an 

international   "'''\i:i'.''  is rocya^ar-"-  to  provi ; J   ¡he necessary   r'oreici 

exchange  to   'orine thd puno",   iucri a "fund" oould bo or-;anizci under 

the dirección   of the United I.'ation3 with ali  Ox   its ne;nbers contributing. 

As foreign  ^xc'^an^e loans are nade and collected,   the "fund"  should 

receive a foe   -0 be used for the purpose of' increasing its futura 

financial  res-virces. 
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This conference and future aeetins« should investigate the 

utilisation of air transport  for shipments of producta of 

developing countries as -.rail as  the use of  ,ho fast   transport for 

the replacent  o\ broken machinery and carry inj of apare parts. 

Although our ability  to reaedy the existing undorutil issati©« 

probi «as aay be lUiioâ,   the prospects for the prevention of the 

futuro e:toes3 capacity aro bright.  In this respect UiilDO oould 

provide valuable help to developing countries. 

\H- 



t 




