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Introduction

The basic data aprearing in this paper are deriv:d 1rom the industry
Profiles, a series of pamphlets prepared for the U.S, Agency for International
Development by Surveys & itesearch Corperation, vasrkington, D,C,

It is pointed out in these industry profiles thet in se fir =s any general
criterion has been used in choosinr industries, consideration L-.s been given to
their suitability for arecs still in an early stagse of indust=iclization and
their potential for stimulating over-all econcmic develepmant.

The plants described are mostly of the minimal size that is econcmically
and technically feasible under modern conditions of menufacture ard rarieting,
For some of them, nevertheless, tke capital investment reauired is substantial,
even though they may be small units by the standards of United Statzs industrial
operations,

Furthermore, the plants descrited are basically mechani zed, €. en though
their mechanization is not necessarily as complete as would be t .chnically
possible, Generally sreaking, trey are feasible only where transpest , power and
water facilities, a reservoir of latowr with some of the necessary skiiis or the
ability to acquire ther:, and some baniking and com:ercial services already exist.
The economic infrastructure ani te commercisl enviroment need not be of the
most advanced kind, but there are minimum external re-uirements that are indis=
pensabie in operating modern industrial plants, however small their scale.

Capital Reguirements:
Fixed Capjtal:

land. No figure has becn given for lana cost, since the price of iznd
varies too greatly from area to area. Where land is pu-chacsed, its cost will
need to be added to the other fixed capital ccsts., In some cases it may be
necessary or preferable to rent land rather than buy it. In such instances, the
rent must be included in the Annual Costs listed in peragrarh é of the Iroduction

Requirements tables,

Building, Unless otherwise stated, buildings mzy Le ccnstructed of any
local materials suitable for a factory. Any speciel requirements are mentioned,

g‘guimentl Furniture and Fixtures, The estimates are for the delivered c~st of
hew equipment, Used machinery is oftcn availabie, but should be bought only if
it has been rebuilt by a reputable concern which is prepared to give u satis-
fictory guesrantee that it is in goud working order,




e

)

Working Capit The firure given for werking capital represents the
initial operational outlays that must be made before receipts rrom sales start
to come in. These outloys will be for direct .iaterjals, direct labour, manu-
facturing overhaad (supplies, pover, fuel, water, own tr-mspertation costs, in-
direct labour), administrative costs (interest, inswr-rco, legel cnd audit charg-
es), contingencies, sales costs (sales commissions, 'reipht out, travel), and
labour training costs. In most cases the aliowance ‘or uirect materials, direct
labour, and manufacturing overhead is calculated as one-sixth of the annual costs,
on the assumption that a month will be needed o .tilu up an inventory of finish-
ed products and an additional month for coliectior of =ccounts, 'here ar2, how=-
ever, deviations from this figure, Cepending on the time ncrmally required to get
delivery of materials, and on other factors.

For administrative ccsts, contingencies ana sales cos%s, an allovance of one
month is generally considereu appropri-te, since most of tnes2 crts will not
begin until selling is started ani, in muny cases, a peciou ¢l tine will elapse
before payment vecomes due., For trainint costs, an estinate is .1 .ae of the amount
of labour time that will be non-procuctive or onlv partiall; productive, wastage
of materials, and ncn-productive use ol itens coming unuer :onufacturing overhead,
Variations in the allowances under this hL.a.ir; arise [roun . frerences ir the
training time needeu. In some cases, procuction is of such kind th2t no allow-
ance for training costs is necessary.

The extent to which a producer can ret naterials ana supplies (.. credit will
vary with the industry and the circumstaices. 1o thz extent th¢t he can do so,
working capital requirererits will Le reduced, 4 new venture may experience
initial difficulty in pgetting credit from suppiicrs but may, on the other hand,
be able to obtain short-term bank credit until such time as the ousiness is welil
established and supnliers are willing to cxtend credit,
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