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Several Aspects of the Operating Capability Concept

Yoshihiro IKI

Since the mid-1970s, in the British Commonwealth of Nations, the income determi-
nation for maintenance of “the operating capability” or “the operating capacity” of the
enterprise has been proposed under the current cost accounting. Since the 1920s, in
Germany, the maintenance of “die Leistungsfihigkeit” has been advocated in the physical
capital maintenance theory. “Die Leistungsfihigkeit” can be interpreted as a synonym
for “the operating capability”. But whether “the operating capability” or “die Leistungs-
fahigkeit,” the concept has not been examined closely.

In this paper, I will reexamine the concept of the operating capability from the follow-

ing viewpoints.

@ On which basis is the operating capability measured?

@ For what time Span is the operating capability measured?

@ How widely is the operating capability measured, i.e. which assets (and liabilitiesj

should comprise the operating capability ?
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Operating capacity — various defnitions

Maintenance of the operating capacity of :

(i)

Physical assets (i. e. fixed assets and stock)
1975 Australia — Mathews Report
Australia — CCA ED (and 1976 CCA Provisional Standard)
USA — SEC Notice of Proposal
UK — Sandilands Report
West Germany — Recommendation
1976 NIVRA Statement (in regard to income-on a current value basis)
USA — SEC ASR 190
New Zealand — CCA ED |
1979 US — FAS 33 (in regard to income from continuing operations)
1981 Canada — CCA ED*
1982 Canada — CCA Standard™
Physical assets -+ monetary assets (excluding fixed or long-term monetary assets)
1976 New Zealand — Richardson Report™
1978 New Zealand — CCA Guidelines™

(iii) Physical assets + all monetary assets
No known trial in practice

(iv) Physical assets + all monetary assets less all liabilities

1977 UK — Hyde Guidelines™
1978 South Africa — Guideline™

1979 Australia — CCA (ED revised)— as far as proft attributable to shareholders was concermed

(v) Physical assets + all monetary assets less liabilities (excluding long-term borrowings)

1978 Australia — CCA ED

1979 Australia — CCA (ED revised)— as far as entity net proft was concerned

1982 New Zealand — CCA Standard ™

1983 Australia — SAP 1

(vi) Physical assets + monetary assets (generally excluding cash) less short-term liabilities (generally

excluding bank overdrafts)
1979 UK — ED 24*

(vii) Physical assets + monetary assets (excluding non-fuctuating’ cash) less short-term liabilities (ex-

cluding ‘non-fuctuating’ bank overdrafts)

1979 Canada — CCA ED™

1980 UK — SSAP 16*

1981 New Zealand — CCA ED*
(viii) Physical assets + net monetary assets

Philips

* Denotes system which also employed a gearing adjustment.

(D. Tweedie and G. Whittington, The debate on inflation accounting, 286H,)
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