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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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From the economie point of view, maintenance and repeir of equipment may
be regarded as part of the investment in such equipment., Yithout proper main-
tenance, no cquipment can porform its assigned functions or yicld the cxpected
output. Thuy, the cost-benufit considerations applicable to capital investments
are equally valid for decisions on meintenance. In nddition, complex issucs
have to be resolved in o number of cases as to what combination of investment
in squipment and outlays for maintenance vwould, in the long run, be optimel for
achioving production targets 2t lowest cost.

Maintenance planning should, thersfore, take fully into account the vconomie
aspects. Such planning must roflect production and maintenance costs including
outlays for new and sccond-hand machinery, modernisation of equipment and
amortisation of capital, availability of financiel resources, and such additional
factors as risks and losses duc to breakdowns or deterioration of equipment
and production stoppages. An overall estimate of economic aspects would, therefore,
require the examinstion of each of thesc issuus.

Tha economic aspects of maintenance arc closely related to the engineering
and managerial aspects of maintonance, both at tho enterprise and nationel levels.
This inter-rclationship is recogmized only in rare instances in developing countries.
In most of these countries the iundency still prevails to conceive of maintenance
mostly in technologiocal or menagerial torms, with little regard to the econmmic
aspects of the problem. However, if maintenance is to make its full contribution
to the progress of industrialisation in developing countries, its economic aspects
must be given the appropriate cmphasis. Inadequatc maintenance inevitably lowers
produotion, both as regards quality and quantity, and such losses may, in the
aggrogate, seriously, if not fatally, affect the economy as a whole. In coonomic
terws, poor maintenance will, in the long run, lend to the waste of a ocountry's
‘assets. In addition to direct losses, any disruption of the productive process
entails indirect losses for the country's economy as a whole.




It is proposed that thc Symposium review the economic aspocts of maintonance
with particular omphasis on the following issues:-

(a) The importance of maintenance to industrial development,

In order to establish a baeie for a clearer understanding of the
economic aspects of maintonance, tha role of maintenance at the onturprise
level, at the soctorial level and in the economy as a whole, including the
inter-relationship of maintenance activities in these threc areas, should be
reviewed. Such a review would also serve to establish guidelines for allooa=~
tion of resources for maintenance and for determining industrial and economic
policy measures in this field.

In this context, the following issues may .escrve examination:-
- actual and potontial eoconomic losses resulting from poor
maintenance and repair; '

= the role of governments in foc*~ring proper maintenanoe and
repair through economic measures;

- ooonomic factors which havc to be taken into account by
governments in deciding upon mrintenance policies (scarcity of
oapital, forcign exchange, skills, otc.);

- the role in maintenance and repair in the formulation of develop-
mont sirategios and planning;

= Jata requirements for maintenance and repair problems at the
national level.

(v)

In promoting the coreation of facilities for proper maintenanoce and
repair, inoluding adequate supply of spare parts, the government has at
its disposal various policy instruments, o.g. tax measures, subeidies,
tariffs, special oredits, etc. These instruments oould serve to promote
domestic mamufacturing or import substitution of spare parts, treining of
personnel, influence types of oquipment purchased as well as the purchase
of other materials required for maintenance. Te choice of partiocular
instruments and the fremework within which they are to be applied, will
depend on the country's eoonomic structure, its level of development and
available resources. The Symposium may wish to review and oxsmine the
application of eoonomic policy measurcs and their impact on maintenance
and repair and recommend the appliocation of specific instruments for
establishing maintenance facilities.




In the Symposium discussions certain economic aspeots of maintenance
and repair at the enterprise level mey also bo dealt with under "Management
Issues” since management decisions must often take into account economic
considerations. However, the following two economic aspects may be selocted
for particular attention:-

- the ronewal decision, and
- the costing system.
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