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Preface

1. The Interregional Seminar on Industrial location and Regional Development,
sponsored by the United Nations Industrial Development COrganization (UNTDO) in
co-operation with the Government of the Byelorussian Soviet Socinliel Kepublie
acting as the host, was held in Minsk from 14 - 26 August 1908, 1t was the

first large United Nations gathering exclusively devoted to protlems of indug—

trial location and regional development in developing countries.

2. The seminar was opened by Mr. F. 1. Kohonov, Deputy Chairman of the Council
of Ministers of the Rvelorussian SSR and Chairman of its State Planning Committee.
A welcoming address was then given by Mr. I. I. lLevko, Chairman of the Minsk

City Council. (These speeches are presented in Annex 3.)

3. In a welcoming address following these statements, Mr. [. H. Abdel-Rahman,
the Executive Director of UNIDO, emphasized the importance of regional aspects
of industrial planning as part of industrializalion planning. He also ob-
served that the importance of regional aspects of planning had been stressed
in the recommendations of the International Sympusium on Industrinl Development
(Athens, 29 November - 19 December 1967) and that the Industrinl Deveinpment
Board at 1ts Second Session, held in Vienna (17 April - 14 May 1964), had
recognized the need for improving the existing practices of location of indus-
try in developing countries. Mr. Abdel-Rahman hoped thatl the digcussions of
the seminar would result in the formation of an organized body of knowledge Lo
promote 1improved policies of 1ndustrial location and regional development in

developing countries. (Mr. Abdel-Rahman's stutement 1g presented in Annex A.)

4. In a keynote statement Mr. E. Weissmann, the Director of the Jeminar

(Senior Adviser ou Hegional Development, United Nations, New York) diccussed

the rapid economic and industrial development that had taken place in recent
Years. Since the recognized purpose of development is social improvement, a
country must allow social deveiupment a share of the wealth produced and must
plan for an appropriate distribution of its available social benefits., ile also
observed that too-rapid urbanizatinr is one of the dangers nf a rapidly devel-
oping economy and that proper pianning for regional development carn correct Lhig
situation. Nr. Weisomann thern outlined the voarious locues bo be dincusoed by

the participants in the geminar. (Mr. Weisomanr's opernins and locing: statements

are presented in Annex 5.
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5, The agenda of the seminar, comprising four major items of discussion, is
given in Annex 1. Each of the major items was assigned to a panel of experts.

(The organization of the panels is shown in Annex 2).

6. The participants of the seminar elected Dr. F. Martinkevich, Director of
the Institute of Economics, Academy of Sciences of the Byelorussian SSR; and
as Rapporteur Mr. K. Balachandran, Joint Secretary to the Government of India.
Staff members of the United WNations served as Director, Secretary and
Administrative Agsistant. The UNIDO consultants, Mr, R. B. Helfgoit, Professor
and Chairman of the Department of Industrial Relations at the Newark College
of Bngineering in Newark, New Jersey, and Mr. S. Schiavo-—Campo, Economist,
United Nations Conference on Trade and Development (UNCTAD), New York, had

the over-all responsibility for drafting the report. Mr, A. Kuprianov, mem-
ber of the Industrial Programming Section, Industrial Policies and Programming
Division of UNIDO, served as Technical Secretary and collaborated with the

editors in the preparation of this report.

7. The seminar was attended by participants from 21 developing countries in
Africa, Asia, Burope, latin America and the Middle East. The total attendance
was 96, The participants were officials directly concerned with industrial
location and regional planning in their countries. The United Nations Regional
Economic Commissions, national and other organizations sent observers. Eight
international experts, invited by UNIDO, served as discussion leaders and
assisted in the preparation of the report, in collabo.ation with host country
advisers, Many cpecialists were alco invited by the host country to attend
the seminar as observers. A list of participants, observers, experts, repre-
sentatives of the United Nations and affiliated bodies and representatives of
the host country assisting in administration of the seminar is presented in

Annex 7.

8., The meetings were 1eld at the Scientific Research Institute of Economics

and Economic-Mathematical Methods of Planning in Minsk.

9. The views expressed in this report are those of the participants and do

not necessarily reflect the views of UNIDO.



Introduction

10, It is widely recognized that factors of 1ndustrial focatioa v te or

to the success of indusirial projects and plioe. Thoay the teorre

Symposium on Industrial Project Evaluation (Frage, b= o000t ter -
recommended that industrial location be studied 1n v vepayste cvoar oy, S
Industrial Development BKoard ctressed the need tor amprovirg exic ' Lo
of industrial location irn developing countries,  The amportar o8 e,
development and planning was also recopnized by the Frternat o ne o Dy PR

Industrial Development (Athens, 29 November - 1+ Decemier 1ot .=

11, UNIDO s well as its predecescor, the Uentre tor Irdactrr o Deved
' I '

has devoted considerable attention to inductirial location and regoooo

The seminar held in Minsk represented an essential ctape i the work ot 200

and in its ability to render practical cperational axcirtaree cr thio e,

12. The agenda (Annex 1) was divided into the tollowing tour proape ot teme
each of which is discussed in a separate chapter of thiv report:

(a) The general problem of industirial location and prepional
development;

(b) Factors in the location of industry;
(¢) Industrial location planning and regional planning;
(d) Instruments of industrial lncation and regional

development policy.

13, The seminar had betore it analytical studies prepared by ULl conmuitanteg
these studies covered the main subjects in the agenda and served nn the tiaiws
for discussion, In addition, several country studies illustrated the exporience
of developing countries. Extensive background documerntatior war jrejoared
experts from the host country and the ilnion of Soviet Sociaiist RHepoat Lo, The
geminar considered the discussion and background documentatiorn o weetul and

important source of knowledge and information. The liet of document s prepared

in connexion with the seminar is given irn Annex 9,

14. The participants had useful discussions with authorities of tue host Couhe

try and participated in an extensive programme of fielad vicits.

1/ ID/Ser.H/1 (United Nations publication, Sales No. F.ti/.1[.5,23)
2/ ID/11 (United Nations publication, Sales l'o. E.69.11.K./)
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e, Parterresiona migration, could nelp an resolving the conflict between
Teersotas deve lopmert T the atove sense) and national economie frowth, provided

Ctot ook hharer are orrectly assessed and taken into account at the piranning

+

. leoLeminar, reogmacing the erutial importance of location for the success
sopeatoor pre ety recommends that international financial institutions pay
Meacint attentioro v the locaty nal implications of planned projects and to

Trear oampact o surrounding resiong,

“he detaration of "regi 1" depends on the nature of the problem, on the
rditione reisted to 1t and on the objectives of the individual country. No
cirwle defiration of region, therefore, will serve for all developing countries
r {or il purposes, However, the seminar considers that a region is a dynamic

erntity, the characteristics and boundaries of which are subject to change
through time, and that any division of a country into regions should, first

and tforemist, serve the needs and the purposes of planning and development,

L. The remirar recommended that efforts be made to standardize teminology
1t the field -t industrial locaticn and regicnal development., As a step towards
“uch standardiration (for working purposes), the seminar recommends the classi-
f1oatisn outlined in the section of Chapter I, erntitled "The definition of a

region',

¢«+ The ceminar recogmized that, for some developing countries, particularly
smaller onnec, an economic "region" may often mean an area that overlaps national
boundaries., It recommended that in such cases the possibilities for multi-

national co-operation be explnored.

FYactors in the location of industiry

¢ dnfrastructural facilitiecs are extremely important as a location factor
for industry and as a prerequisite for regional development. Indeed, the
general lack of such facilities in developing countries impedes national as
well as regional development. Particular attention should be given to those
lntrastructural expenditures that are necessary for the exploration of the
ratural resources potential of » region, In general, the amount of investment
in infrastructural facilities irn a region should conform to the projected long-

term demand for their services.

4. lLarge-scalc employment opportunities are present in only a few urban centres,

Althcugh many workers migrate towards such centres, in many countries it is diffi-

cult to induce people, particularly skilled personnel, to move away from them.
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25. The significance of the reglonal avairlabiility ot skilled .atc oy ag o
location factor for industry varies at difterert ftagec of devel jmernt, and
it is likely to increase ar the complexity <t ‘he e rnom. 4 4 deve, Tl

country increases and as the skil! f the .t o .r ¢ I8 Lrorearey

Sl

26. The presence cf external ecoromier leads ! 1rduetria ovd oLrtar aeelo-
meration. To exploit these economies, pArtICulariy 'here ctemmites trvem 1nter—

industry relations, regional developmernt stivi.d te tced, wherever yoEgitie

on concentrating industrial plants, within iecs deve! ped o reslone, irn centres
that offer possibilities of becoming growth pointe tor the devel pment ot the

entire region,

27. Little information is availatle on the size ~f x "1ty teyond whirh the
economic disadvantages of urban concentratiorn outwelysh 1to advantaes, [t

would be helpful if UNIDC were to undertake study or provide assistance to
outside researchers t» analyse the implications of city size tfor industrial

productivity and costs.

28. Although varinus types of industry may be appropriate for location in
different less developed regions, and although in the lony rur 2 diversified
industrial structure is necessary for sustained regional prowth, the fo]lowing:
types of industry appear to be more easily acrommodated 16 cuch rey i one:

(a) small-scale, labour-intensive industries that! are ~rierted townrde | REERES W
markets; (b) agricultural processing industries tased on loca. production and
(¢) industries based on the processing of locally availatle mineral or power

A\

resources (these often may be large-scale industries),

Industrial location planning and regional planning

2¢. Llocational aspects form an escential rart ot the evaluation of industrial
projects. Alternative locations must theretf .re be analysed on the tasis of

the criterion of national profitabtility ard riot that of commercial profitability.
The economic value of the costs and benefits nf the project for the ecnnomy as

a whole, rather than the financial and economic feasitility of the project
evaluated in 1solation, should be the basis for decisinn. However, appro-
priate measures should 1 taken to subsidize projects ti.~t are nationally

profitatle but unprofitable in terms of their internal cash flow,

30. Effective regional planning bodies, systematic co-ordination bLetween
sectoral and regional planning organizations and direct involvemert 1n the

planning process on the part of people who have operational responsitbilities,




are egsentinl elements 1rn the suc~ess of repinal plans, In general, over-
centralived plarning, whether t r national or regional nbjectives, is less
etfective than plannir. that delerates responeibility for many decisions to

reysiaral and sperational yrencies,

‘1o Developlry countries poecese limited abi1lity to use advar~ed mathematical
techniques of plannming and yrosramming, The wroe ~f such techriques 1s limited
particularly where regional planning is concerned, owing to the ,reater scar-
c1ty of data at the resioral level, The appropriate tooig of plauwning vary
with the level of development, and only techniques appropriate to the condi-
tions of developlny countries can be used et'tectively, In most developing

countries, the most advenced techniques applicatle are relotively uncomplicated

Instruments of industrial lscation and regrional developmernt policy

‘2. Although a basic objective »f regional policy is to promote the develop-
ment of the less developed resions, it 1s inadvisable to spread the limited
resources for investment too thinly over the country. The ability of a coun-
try to undertake a policy of regional decentralization depends largely on its
level of economic and industrial development; a policy ot selective dispersal
and the creation of growth points should be given vriority over broad decen-
trarization. However, given the multiplicity ot government objectives, polit-
1cal and social considerations must also be *aken into account in formulating

policies,

}3. The provision of adequate infrastructural iacilities is an important way
to attract industries into the "new-opportunity" regiors of a developing coun-
try. It is also necessary to provide incentives, such as housing, sanitation,
wage and salary premiums and other amenities to induce migration, particularly
ot skilled labcur, to these regions. Direct government investment in indus-—
trial activities i1n these regions also plays an important role in their devel-
opment., Incentives can be provided to stimulate private investment in new-
opportunity regions, but they may be insufficient at first to offset the cost
reductions provided by the external economies in the existing developed regions,

Joint public-private ventures, however, may be more successful.

34. The government of a developing country can use wany policy instruments to
influence the distribution of economic activities among and within its various

regions. Positive incentives are more effective than prohibitive measures in




attracting industry to less developed regions. The provision of fiscal incen-
tives such as tax reductions, credit and financial aid, and the buildinyg of

industrial estates can play a useful role.

3. It is essential that there te co-ordination between the programmes ot the
national and regional entities, Exchange of infomation is vital, and it a1s
necessury to provide a mechanism through which viewpoints can be conveyed from
one level of authority to another. Giving regional authorities a voire in
national planning enables them to understand the roleg of their rericny and
helps to ensure conformity with the programme. Regional tudgrets can be very
useful co-ordination devices if they are not permitted to hamper flexitality,
36. Co-ordination of the regional programmes of the putlic :nd [rivate sec-—
tors is essential. The development authorities established t. promote regsional
growth can be the instruments through which to achieve such co=ordination,
Other tools of co-ordination are the licensing and incentive programmes

established by governments.

Recommendations for nction by UNIDO

37. In the course ¢ the discussion the following recommendations were made

for action by other urencies within the framework ~f the United Nations:

(4) There wac tereeinent that the recommendations for action by UNIDO

in industriil location and regiona!l planning made by the Ad Hoc
Advisory Bupert Groyp Meeting on Regional Industrial Planning
(Geneva, M.y 1967)~ are important measures to ascict developirg
countries ir such work, Special emphasis was giver. to the need

for promo! iy wider knowledge and use of etficient techniques and
for adap!ing them tr the technical and infomatiarnal conditions
prevailing in developing countries so as to render thecse techniques
practicable and directly usable,

(b) With the modifications noted in item (c), the particlipants were in
agreement with the list of topics of prior importance proposed by
the expert group meeting for future UNIDC research ir addition to
researcl recessary for direct support of specific operationnl
activities.

(c) It was suggested that topics such as the reconciliation of sectoral
and regional approaches to planning and the role of natural resources

5/ ID/WG.9/16, Final Report of the Ad Hoc Advisory Expert Group Meeting on
Regional Industrial Planning (Geneva, May 1967), paragraphs 20 - 24.

i
3
’




(&)

- 1k -

S
in industrial location~ chould be given high priority. The latter
1g an especilally important subject for research and one which is
mogt relevant tor developing ~countries.,

oo ve helptful 1{ "UIDC were 1o undertnke n study or pro-
siutannce to the developlry countries o analyse the implica-
tione o0 o1ty clze for industrial produactivity and costo,

o proposed et THIDC 1nitiate o ostudy of the possibili-
ties of creating srowth poles onteide the developed regions, in
conformity with *the geuwersl criterion of “eoelecotive dicpersal”,

and > ‘he rharacterictics of o poliecy to ecrente such srrowth poles,
Thie otudy chouid survey the present ceographical digtribution of
ndue by, cxunite the poocibilities ofF creatinges new industiries in
lesy develsped rerione nnd 11luctrate ito findinge by means of
gpeclite country examples,

Some prrticlpante bhowtht thiet an operalions guide on regionil indus—
?riwltyiwnuin; stondd te prepared by TNIDC bt the earliect posoitle
date.,—"  There was seneral asreement that the primary stress of the
guitde should be on the explanation of different techniques and their
precestastion 1o sinplitied o that eould e of immediate ucefulness
to percons concerned with inductrial location and regional develop-
mert. Lt oappeared that the preparation of o+ prelimicary outline

i perstl s code 1o fensibie UViret step towrrds the prep-
aratl o U o detaiied wtlive and plan of work,

Concerrirg the recommendation of the expert meeting to explore the
possibilitier ot creating multinational centres for research and
trainirer 1n regsional development and planning, there was arreement
that surh centres could te of pgreat importance, 11 wae siressed
that they chould te ectatliched and should work ~loceliy with other
interrctioral sreanteatioce 1n thic field. Three cwrrestions were
made. The first emphasized that thece centres chould concertrate
their work 0 regional develspment and also examine varionue other
agpects of thie protlem rather thar orly the ecoromic ones. The
second proposal was that periodic ceminars or workshops ou the
subject Chonla te held pending the cotat lishmen!t o f recearch and
training cenbtrec, cince it was likely, ‘hat there would be some

delay 1n the erection of such centres. Thirdly, 1t wic noted that
devel pirne countries coodd take advantyre of the computer and train-
ing facilities that exist in many developed countries (for example
the centre in bratislava, Czechoslavakina),

There was also general apreement with the sugprestion that, when
offering: technical ooistance 1n *the tields of industrial location
and regrior ! develnpment, erfarte be made to select experts from
developin, countries. This point applies, ot course, to economic
devel«pment acsictance in general. In this context the seminar
took note, with approval, of 2 proposal by the participant from
Faklotan (see Annax L),

5/ ID/WG,
Rﬁ’,{"i T
Part o,

Hepional
Annex

©/ ID/ Wi,/

Loy Final Report f the Ad Hoc Advisory Expert Group Meeting on

/

Indictrial Flaroang (Geneva, May 1907), paragraphs 22 and Annex 2,

lty Final Keport of the Ad Hoc Advisory Expert Group Meeting on

Irductrial FPlanning (Geneva, May 1907), paragraphs Z2 and 84 - &b,
of this document contains a description of the scope of the proposed
operations yuide and a tentative annotated outline.
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(1 ) A number of purticipornto expresaed the wich thoot Livorn o

Fe H

methods o!f inductrial plaming be collected frd ey e oed L tere
nationally through PNIDC, which chourd, 10 the procese, Sttempt
stardardi.e swch information and the correcporndlng e S e

(3) Firnslly, there war cereral npreemert that the dooogne b reyared
for the cemitir wio o comprehencive wnd Ve ocaoel oo o e e
mation. barticipants took note, with Satiettec ey o e Lt
of the dicevcora docioments ood exprevved fheir pareera v e

care and thorouwghness: with which the backerarad docoment b e
been prepared fy colentists of the hooo s trn oand oyt h .

They recommerded that thece ctudies te nade ool o0 e oaciched
form, to the ysreatect poseible extent and ot 'he enrlieo it le
time. It woo sigprected that twe coparate volines o prod ced, the
firet 1rccrporatinge the diccurelo o prrere snd ocelected o by

studies, and the other the studies prepared by hoot country
scientists,

. /
Concluding remarks of the Chairmard

3. In closing the seminar, the Chaiman observed thut the ~haracterictios of
the problems diswssed were more those of u symposium thie, of x4 semitar,  The
f 3

fact that the participanis, especially the representatives from the developig:
I I ' I J i

countries, had participated ac actively as the experts themuelven, made the

seminar more significart and important, ltecaus: the problems of inductrial

location and regsional development in develonping countries could be divcussed

in greater depth.

9. The Chairmman aleco expresced his satistaction with the discuneicre thot had
taken place and cited in particular the descriptions by some participants of
experiences with industrial location and regsional paannlrgt in thelr own coun=
tries. Methodological questions ne well as practics) acpecto of inductrial
location hnad been diccussed, -nd 1t wac hoped that these corncideratiore wou'd
further the solution of industrial location problems 1n every country,  The
complexity of these protlems was increaced by political, economic and pocin)
factors and by natural conditions and resources. Such problems woere more
easlly solved within the fricuiework of the state sector. National investments
were ilmportant to the development of new regions and .. the solution of large-

scale regional problems,

l/ The actual text of the Chairman's address is presented in Annex 7.
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40, The Chairman emphasized the importance of experience with the multi-

disciplinary approach to the solution of industrial location problems. With
thic method all sectors and agspects of industry could be more closely united
and national and regional interests combined more effectively. As discussed,

spatial models were most effectively applied to planned economies,

4l. The Chairman expressed the hope that the interesting reports obtained
through the geminar would help participants to continue their study of indus-
trial location. He also expressed appreciation for the documentation submitted
by UNIDO and the hogt countiry, and sugpested that the material of the seminar

be published.

A2. In concluding, the Chairman commented with appreciation on the mutual

understanding that existed among the participants and experts and between the
participants and the officers of the seminar., He also expressed his appreci-
ation of the great contribution made by INIDO to the organization and work of

the seminar and expressed the hope that individual aspects of the industrial

location problem would be included in its prospective work programne,




Chapter 11

THE GENERAI, PROBLEMS OF INDUSTRIAL
LOCATION AND REGIONAL DEVELOPMENT

43, The two UNIDO experts who acted as discussion leaders and rapporteurs on
this agenda item introduced the subject and outlined the issues of primary
concern and the focus of discussion. They emphasized that o decision or where
to locate an industrial project could be as crucial to itc impact on the devel-
opment of the country and its regions as the very decision to undertiake the
project itself., Froduction could not take place in « vicuum; 1t was ag inap-
propriate to decide what to produce without knowing where to produce it as to

decide on a location before knowing what was to be produced there,

44, One of the major problems is that traditional location theories were
evolved in and for industrialized economies and are therefore not fully appli-
cable to developing countries. It would appear, however, that the traditional
criteria could provide some broadly acceptable guide-lines for location and
regional planning in developing countries. One purpose of the discuscion on
this and the other items, therefore, was to attempt an examination and, if
possible, some adaptation, of such criteria and methods to the characteristics

of developing ecoromies.,

45. It was emphasized that, in the field of location and regional development,
it is necessary to exercise great caution when making broad generalizations;
any conclusion must be viewed irn the light of the structural characteristics

of the economy of the individual country, its stage of development and its

institutional and political conditions,

46. The three principal issues, which appeared i constitute a cuitable focus
of discussion by the group, were outlined as follows:

(a) The meaning givern to the term "region"™: The specification of the
various objectives of regional development and of their implications,
and the specification of the appropriate time dimension for each
objective;

(b) The role »f industrial location in pursuing regional development
objectivec: How far inductrial location policiec can be used to
further regional development objectives, in relation to the exigc-
tence of other alternatives (agricultural policics, munpower poli-
cies, public infrastructural investment policies eto,);

(c) The relationship Letween the geographical distribution of industry
and the economic growth of the nation as a whole: At what ctage,
if any, does it become possible to follow industrial decentralization
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policies withoul impairing national economic growth and interrelation
that exists between optimal econcmic location ancd the achievement

of other national objectives such as, for example, greater political
integration of the various regions of a country?

47. The exper!t from the host country who worked with the UNIDO experts on this
item of the agenda gave a comprehensive account of the problems and solutions
in the location of industry and regional development of his country. He also
reviewed the relevant background reports prepared by several other experts

from tke host country.

General statements

A, Participants from Brazil, Burma, Chile, Congo (Brazzaville), Congo
(Democratic Republic), Ghana, India, Iraq, Nigeria, Pakistan, Peru, the Sudan,
Syria, Turkey and the United Arab Republic, as well as several observers,
related the experience of regional development problems and programmes in their

countries.

49. A common theme running through the general statements was that economic
activity in developing countries tends to be concentrated in one or a few urban
centres. These centres offer infrastructure, larger markets, higher levels of
education (and thus the availability of skilled technical and nrofessional
personnel) and ease of contact with govermmental bodies as well as with man-
agers of other enterprises. This situation creates regional disparities which
governments ceck to diminish by dispersing industry to other regions, either
through the building up of the public sector or through regulation of the pri-
vate sector. USeveral observers stressed that, from the point of view of solving
the problem of rational distribution of productive forces within a country, the

optimum efficiency was achieved within the framework of the public sector.

50. Most speakers also pointed out that the programmes of their countries for
industrial dispersal could not be said to have been successful. Efforts were
still continuing, however: approaches to industrial location and regional
development policy were being re-evaluated, objectives were being redefined
and clarified and more adequate institutional mechanisms were being created in

most countries.

51. It was noted tha* o number of developing countries had a common colonial
experience that influenced their regional development along similar lines. For

example, at independence, the industries of India were concentrated in a few

major centres such as Bombay and Calcutta., Since then, government policy had




gought to disperse new inducstry by giving a greater role to the public vector
and through the licensing of orivate establishments. Dispersal policies
however, have encountered a number of inkerent probleme., COne ot these 1o that
industrial dispersal was oftern costly, partly because resione with vy ctarts
are lower-cost locations. Arnother is thal coutroiling the [ooation o1 prvide
enterprises through licensing did nol ensure that they would locuate o regsions
that governments would wish to develop, but only that they wouid not te stle

to locate in the major cenires.

52. It was also pointed out that, since regions have dittercrt characteristios,
the goal of regional developmment policy could not be to develop all regronn
equally but to develop all regions to their maximum potential, Twe marr peante
emerged in discussion of the experience of Pakistarn,

(a) Given the geographical nature of the conntry, ite constittion
explicitly inciuded as an objective of the rtate the "purity obgee-
tive", namely that of narrowing the ecoromic gap btetween Hact od
West Pakistan.

(b) Within East Pakistan (the less developed region), 1nductries could
be located primarily on the basis of plant eftficiency, since the
region was internally more homogerieous, while withir Weet Fuakictan,
owing to the exictence of different cultural groups nd 1rternad
economic characteristics, lescs freedom existed for economic [oca-
tion of individual plants.

53. In regional development, it was stated, there should e, tirct od tore-
most, "a balance betweer economic profitability and social profitability",

The mair. concern of development should not te the rate ot ecoriams prowth but
the social and economic "price" at which a given rate of growth could be
achieved. If the only concern were maximization of the national prowth rate,
investment should be continued primarily in developed areas, ©C.early, how ver,

the scope of national development is wider than the rate of ecornomic growth,

54. The experience of the lnited Arab Republic indicuted that efforts to
counteract the strcng teundency towards industrial concentration "should no!

be sharp, but smooth and gradual'". Also, it was pointed out that, ] though
all developing countries faced the same general problems assnciated with 1ndus-—
trial concentration, the solut ns could not be the same but "chouid be based

on local conditions and availabilities as well as on national acpirations®,

55. It was also ncted during the discussion thau, av chown by the experience
of many countries, the existence of agglomeration economics and savirgre in
transport costs had made individual prcjects lecs cootly 1n the citier,  one

participant viewed the lack of transportation in the hinterland as the main




Proteen taced anoregsionnd devel spient ot hio country. A possible solution
Curested DLoan ther participant, 1o the exploitation of the rivers, both for
‘ravrpertatiorn and o sources St power. It was alco noted ‘hat, too often,
intertatiora faraneial anetitutions that provided support for industrial pro-
ecteodid ot oncern themselves sufficiently with project locatiar or its
mpact ono.he c.rroundings reeior,  The experiense of the Irdustrial Bk set
upo by the Sudan to stimulate industrial development swgirests that the provision
of Anfractr.ooture wac the most importan: mearc to atiract indusiry to an area,
Finally, n participant deccrited *he resional policy of hic country ac teing
taced larsely o the exploitatisn of the potertial of “new opportunity" regio.s,
which are decerited later ir “his cectisn, Natural resceurces revealed Ly

expleration could constitute the basis for implantiryg lo~al inductries,

6. A number of tyelorussian observers deccribed achievemen'ys in the rational
dicstribution of productive forces, regional plannings and re.= »nal development
in the centrally plamned economiev, 14 was pointed oud that, after the estab-
lishmert of the Hyelorussian SSK in 191%, the reconstructi.:n =nd development

of the country began on a socialist economic basic. By 19410, new vranches of
industry had been created and ir.dustrial production had increaged considerably.
This progress, however, was interrupted by the Se-ond World War. During that
wary a auarter of the populatisn of the Republic perished, and most of the
urban centrec were practically arctiroyed, co that, at the time of the libera-
tion, indi :trial production was onl; 10 per cent »f the pre-war level, This
enomous disruption, of course, immensely complicated the problems of regional
development znd lucation of industry. Recovery was very fast, however: by
1950, the level of industrial proiuction was 15 per cent higher than the pre-
war level, and in 1967 it was nine¢ times higher, the average annual rate of
industrial growth in the period 1951-1967 having been about 13 per cent. The
most important result of this develonment was that the living conditions of

the people had improved rapid!y. Human exploitation had been eliminated, work
guaranteed, medical services and education were free and = comprehensive system
of svcial insurance had been provided. The Byelorussian experience of steady
development from economic backwardness to the state of high industrial develop-

ment could, 1in the opinion of the speakers, be used by many developing countries

confronted with similar problems,




O>T. Three principal pointc were made ty tue “tuerver. trom the “SShe

(a) The correct approzch te locatic: of induciry und reri ol
developmert recuired *he formulation £ o4 - pene
and coneictert mathematical node. 0 ‘hie di-trid .t
ali productive torcer 1 the ©owiry;

(b) Fariiculnr wttenti 1 choou.d ce

i
ment, to ot et ive Ledrst ot arnl e e e e

() Mary gr*%l{r? P lrdiorry Doenticn o0 ld ot te calved
except throwh Lo ~term articn,

The definitisn of "regsion"

58. Therc wa- ormyiete ayrreenert that it wac imposcitle to elaborate o greneral
definitinon of the term "region"™ that would be valid for all purpeses a-d it ol

times. There wau aic. agreemert, however, that p

p—

wrers et ol recercity work
with 2 well-identified seographic wunit that i- apyroprlate Y the ansl L 0l fe it

undertaiter. ard ooictert with the oiiectiver wd vetinode - o~ o R REENR

59. The semirar accerted, ir *iir recpect, the f311owir,s cfatero:t cop fqined
in the TNIDC documer Irdustria’ Tocatinn Flannire:

"The sutdivicion of *the problem in praciice wil! depernd, o1 cource,
on hew a 'rerion' is defined.... 'regrions' will te ~oncidered

those which, for plannivs purpeses, are treated o their Goverrrernt
as such ... the defini+i.n of 'region' deperds on the rature of the
protler =t wond, many cuwoh detiniti o tei:,s Losultie ted veind o
differert timecl a.d €r different ypo.ry-sec M _/

60. Ther- was gereral agreemer ! with the view that n regcien chould Lo rone
sidered ac a dyramic ertity, the characterictics and toundaries of which are
subject to charie through time. Thic ic especially important Iv o developing:
country. Thus, any corcrete clascification cf repions chould tuke inte accoant
the dynamic rature of the pr :esc of development. Alzo, any concrete resional
breakdowr muct te kept fleville enough to permit adaptatility ard oefulnese

in the light of <henging circumctarnces.,
£ aing

61. It was also generally = -reed that = major difficulty confronting planne .
and administrators concerned with regional development and inductrial location
was the lack of a stardardized terminology for working purpoces. A claccifi-

cation of regions in broad types could lescen the difficulties of communieation

8/ ID/Conf.1/12/1967, Industrial Location Planning, footnote 5/, pase b




in this field; a possible criterion would consist of the uniformity of general
economic protlems facing regions of different types. Various classifications
were, of course, possitle. The classification adopted was thought to be of
rome practical wvalie, regions teing classified irn the followire troad
catepories:
(a) Developed region: A gengraphic area within a ~u.ntry which is char-
acterized by faster growth arnd by a higher averaie level of socio-

ecoromi® development than the remairnder ~f the country., It was
alon rommal 1y characterized ry higher ~orcertratior of irdustry,

higher deyree ~f urtarnization, and .reater over-all locatioral
advantages *harn the remsinder f the country.,

(b) leus develcped rey r: A4 recgraphic area withnir a country whirh
has been ~haracterized bty slower growth ard by a lower level of
socio-ecoromic developmert thar the remzinder of country. Such
a region 1s wles nommally characterized t, a relatively roor andow-
ment of many factnrs of production, although 1t may have a potential
for tvture development., Thic ~lassificatiorn 1:n-luded lotn lesc
developed resisrc that offer some poterntial for “uture dev. ] pment

O X

+

"

r
and aress such ac desertr ~r rozen wastelands that arrear to lack
any ri1rd of tacioc Tor oecornomic activity,

(c) "New fpportielig™ regior: 4 ceopraphic area within o country (221
nececsarity a barder r@gior), ~haracterized ty sparse porpualation
and bty nur oorexy. 1ted ratural resource potential., The ecornomic
expl 1'4*1 . I guen potential could lead woth 4o the deve.opmert

o7 the aren wd v facter rational growth,

(@) Dejre.ced regr oA sesgraphic arew withirn a courtry which hac had
eronoml” growth v the past but which, due *o irterral .r external
Struct.ral changec, 1o experienciing ecsrom o clagnati o o or declirne).
Thic tive of reslon waz more onmon 1y 1zliced acoviomies,

thoush reysional “depression® may ocour niso in developi .y countries.

o]

1

PSP

. Several participartc felt that i+ w-uld te "oruperflicus ard completely

irrelevant™ to stiempt 4o find a definition of regsion that wo.ld te velid for

atl purpoces and for 41l developiss oourntrier,  S-re cposkers cuprecsed the
view that thero micht Ye o crent desl of windom ir lenvir s the ~araert of

reclon romewhnt undefired; any corerete wnd mearirgful defirition would 1nevi-~
*ably be 5o narrow as te eyclude from ~orsideratinn come very important indi-
vidual resional phenomerns, T4 would therefore te rreferatle "to infer the

wearlng o te civen to the term 'regicn' from the corntoxt ir which it was used

“nd from the ~t cetives ~f the particular case at hand".

« onother particoipant added to thic view *hne corncideratis *hat the regional
nechargome were attempic to et away Trom nationa, a.mwreate models formulated
inoririct mathematical formo,  Thuo, 1t would te courterproductiive to adopt

ctrict detinatio o resions, tecause this would have the effent of overempha-

c1mine only a few of the interdeperden* objectives of the development process.




x)

In this respect, he also mernticned the importance of pre-investment activities,
that is, the identification of new areas of economic opportunity, which he con-
sidered a prerequisite for feasibility and locztion studies. This consideratior
was linked by a "NIDC expert to the dyramic nature of reyionc, fv. coperational
regional breakdown for planning purposes could te related intimatels © 0 the
needs and direction ot pre-invesiment activities in earh devel pir,-

b

64. Another argument to cuppeort the pinier *hat attempts t- ‘1rd 1 v1:.le
defiritior of region are not useful was the f~llowirns: eceoror o res1.ooo (1
the sense of regione whose componente ware ctricturilly interdeperdert) do ot
actuslly exist in most developing cowmtries. [Indeed, circe the very jro-eco
of regional ard natioral developmert lo directed towarde the crenti . o f oo
ecoromi~ally viatle geographical urits, it could 1ot Ye arcumed that o och v te
already existed. Cne must therefore simply take, ac the cpatin! tacic o
planning, the existing administrative divisions of the country, whatever they
might be, simply because such divisions were ‘he orly repsiona. clansitioalinn
availatle, /fnother participant agreed, emphasizing that the concrete |imite

given to regions mattered far less than the creation «f viatle econsmic unitco,

65. Several cpeakers emphasized that it was recescary for economicts +n pir-
ticipate in the delimitation of administrative regionc ard ir colvir, resional
problems so that the future basis for regional planring could Ye wan adminictra-
tively convenient one that would, at the same time, te recponcive to cound

economic criteria,

66. An observer from the United Nations Economir Commicocior for Africo,
however, thought that a ceminar devoted tc re,monal developmen! could hardiy
escape the need for some meu:ningful definition »f region. hAlco, regsionaiis -
tion of territory was necessary for regional planning, ard cheuid te carried
out to serve ite needs. The UNIDC experte exprecced + similar oplrnion, tellev-
ing that the region, that is, the object of regicral development 1o licies, must
be clearly defined, according to the particular cacesn, if the cocto to the
country and the benefits tc the region were tc be correctiy asucuced.,  They
were also of the opinion that, from the ‘erminologicul rather thar from the
analytical standpoini, the seminar would mare an importart practical contri-
bution by agreeing or standard temirnology and recommendings i1t fer work in this

field, as noted earlier in thic section,

67. In their statements describing the general approaches of thelr countries

to industrial location and regional development, several participiants noted




that the cliassification of regions on which their planning had historically

been tased had proceeded from a troad clacsification of a geographical nature

to a more detailed regionalization of the territory, btased only partly on the
phyoreal characteristics of the areac. Thus, the participant from Peru reported
that the country had chifted from a broad claccifi-ation of resions - cogta
“oact), sierra (mountain raree) and seiva (forest) to a treakdown of the

nofion dnte ercht admirictrative regsiong taced only partly on topographical
Peaturer,  Similarly, the Shanman approach to rersional planninge had progressed
from o the yeneral otjective of river-tacin development to a muitlpurpoce approach,
wirg adminictrative regions ac the wnit for planning,  Indeed, the 1nterven-
“1one of veveral participantc indicated that many developins countriec did in
taet attempt to use their geopraphical administrative divicione to fit planning

reedr,

. Another important point that emerged from many general statementc was
that in smaller developing ccuntriec an economic definitiorn of reglon migsht
very often result in geographical divicions that overlap rationil toundaries
and that sometimec would be larger than the country itself, Tney emphasized
the need, in such cases, for multinatioral co-operation reculting in ioint

industrial undertakings, wher ecornomic and political «.roumctances permit,

The role of indugstrial locatiou in regional development

63, With recpect to the extent to which inductrizl location policy can be
uced to further resional development ot tectives, a number of cpeakers thought
that industrialization of lecs developed regions must be an irntegrral part of
regional policy, but there was dicagreement on this point. “1n particular, it
was pointed out that the evaluation of the role of industry for national
economic development was subject to criteria different from thoce used for
acsecsing the poscitilitiec of pursuing regional development objectives through
industrial dispercal. While it wac widely recognized that industrial develop-
ment is indispensable for custained national economic growth, it did not
necessarily follow that regional development should alsc be pursued through
industrial location policies in preference to acsistance to other economic
sectors., Thus, some regions could bte aided more through programmes of infra-
structural development, agricultural improvement and other measures than
through industrialization. To a large degree, much depends on the time

perspective adopted; although industrial development of a less developed

region might be desirable in the long run, it might not be at all feasible




at early stages of national development. Moreover, as discussed in some
detail in Chapter III, industrialization of less developed regions does not
at all necessarily imply that capital-intensive industries should bve located

there.

Industrial dispersal and national economic growth

70. The discussion of the stage at which it becomes possible to follow indus-—
trial decentralization policies without impairing national economic growth
brought forth the view that some talance must be reached among conflicting
national goalc. Sustained economic growth is one of the main obijectives of
national planning. It is important, therefore, to recogmize that, at least

in the early stages of development, natioral growth is fostered by geographi-
cal concentration of industry, and that a policy of industrial dispersal
involves an interaction between reduction of interregional lnequality and

national economic growth.

Tl. Several participants expressed the view that a concept of balanced
regional growth was necessary for industrial planning. It was alco remarked,
however, that the concept of balanced regional growth wac subject to different
interpretations. Among such interpretations might be: (a) equalization of
growth rates of different regions (thereby keeping conctant the relative
income differentials), (b) a narrowing of the atcolute ircome gap between
regions, or (c) progressive equalization of per capiia consumption levels.

The last interpretation was preferred, provided th-t it was underctood that

it did not rule out changes in the population distribution of a country, such
as those resulting from interregional migration. In thic connexion it was
also generally agreed that the proper concern of regional development policies
should be people and not land per se. The need to industrialize does not
necessarily call for industrialization of each administrative region. Tnter-
regional migration could therefore permit both the exploitation of optimal
location patterns and the progressive reduction of per capita income

differentials.
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FACTORS [N THE LOCATION OF INDUSTHY

T2 The two UNIDO expert: who o ted 0 die evion leaders and rapporteurs on
this item of the agenda intriodaed the cab et andd ut! tned the moarn e

and the foous of diccurvion.  In the general introdu bt they ot ined the
role of location fa-tore 1o the procecs of deoto ol =mak trgt b v Levelys
of planning and dfec-rived their relative 1mportan e Aitnoogn Lot factors
should be analyeed 1n o love connexion with both tne veotora! gl reysrona ! ponle
of development, emphacic could be grven to thoeir role in ¢ hlevings Lhe meat
effective pattern ot 1ndurtrial locatione  The hypothec o that it 0 poccible
to concide the role of individual location factore in 1vol bt 10 ane 1en-
tific, be ause b war obviouwrly eccential to take into qcconnt, cimal taneowsly,
the freqpuently ~onfli ting influences of all the varioue location fa tore,  n
the o her hand, 1t 1v »f great importance in practice to perform a arefal
analysis of the relative influence Hf the individual loration fatore on the
branch of 1nductry in quection, particularly in the context of the vpecifi-

gocial and econom > oonditions of different countrrec,

3o 'The analyciv of location factors wae cubordinated to the task of devicing
adequate inctrumentr for decicion-making. Accordingly, the choice of location
factors relevant for analysic depended on the level of plunning at which the
decisilon was taken and, ~ontequently, on the peographial level of detarl of

the analysis (economic regions, urban agglorerationy, town: et.o.),

T4. There are three maln succective ctagec of location analycis:  1nterregiona!,
sectoral and intraregional. At the first two etages attention chould be paid
mainly to natural resources, environmental conditiont (vources of power, row
materials, water and the llko), trancport, the dictribution of popdabion nnd
its general characteristice, and the general level of development of cvery
region. At the third stage such local factors ac infractructure, cpecific
labour skills and the presence of exicting production facilitie: and of related

industries and services play a crucial role.

75« The issues which appeared su.table ac a focus of discustion by the group
were identified and outlined ac follows:

() Mhe appropriate relationchip, in a regional ~ontext, hetween invett-
ment in i1nfracstructures and investment in directly productive
facilities;
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(b) The role of regional availability of labour skills in industrial
location;

(c) The implications of scale and external economies and diseconomies
for industrial location pattern; and

(d) The characteristics of industries that could be optimally located
in less developed regions,
76« The expert from the host country, who worked with the UNIDO experts on
this item of the agenda, described the experience of the Byelorussian SSR in
analysing the most important factors of location with respect to individual
branches of industry. He also reviewed the background documentation for this

item of the agenda, prepared by Byelorussian scientists.

77« In particular, he noted the location factors that should be taken into
account for industries that procesc agricultural raw materials. On the basis
of the report prepared by Byeloruscian scientists, the expert stressed that
industrial development and increases in population should not reflect nega-
tively on the living conditions of tlz populations of towns. [t was advisable
to locate industry in conformity with a general plan of the town concerned and
with regional planning projects. The most effective pattern of industrial
location within a town was the creation of industrial areas on the basis of

co-operation of enterprises.

78. ©Several observers, as well as participants from Brazil, Chile, Ghana,
India, Iraq, Nigeria, Pakistan, Turkey, the Sudan, the United Arab Republic

and Yugoclavia, spoke about the significance of various location factors.

79. Some participants stressed that the mutual dependence existing between
objective locational characteristics and over-all aims of both national and
regional planning prevented locational factors being analysed in isolation
from the objectives of long-term planning. Murtherinnre, when deciding the
location of individual enterprises or regional industrial complexes in a given

region, a least-cost cite schould be chosen for attaining a given level of output.

The role of infrastructure

80. The participants were in general agreement on the importance of infra-
structural facilities in general as a location factor frr industry and as a
prerequisite for regional development. Tt was noted that infrastructure
should be conceived as consisting not only of economic facilities such as
power and transportation but also of social components such as the health and

education standards of a region. The over-all lack of such facilities in

developing countries impeded both national and regional development.




81, There was a consensus that any infrastructural expenditure should be
undertaken that would be required for exploring the natural resources of a
region; pre-investment exploration of this type is a prerequisite for its future
development, At the same time the amount of investment in infractructural
facilities in a region should conform to the projected long-term needs of it
extractive, agricultural and industrial sectors for such services, For example,
infrastructural expenditure related to the discovery of & mineral deposit should
be related not only to the demand generated by the extractive industry but also
to the anticipated demand of mineral-processing industries that would be located

in the region,

82. Several participants noted the positive or negative effects that the pres-
ence or absence of infrastructural facilities could have on national and regional
development. It was pointed out that the discovery of a local energy supply
(natural gas) had helped to devel>p the textile industry in the Uzbek SSR. On
the other hand, the participant from the Dudan pointed out that while his country
had a large supply of livestock, its per capita meat consumption was low because
the livestock was concentrated in one region, and the absence of transport links

made it impossiblie to distribute meat products to the rest of the country.

83, Some types of infrartructure projects were of great size and required large
absolute expenditures. !Inlecs such infrastructure facilities were built in
conjunction with a number of directly productive projects in the region, their
rate of utilization would be low, and the infrastructure cont per unit of final
output would be nign. The came result would be obtained 1f the time lapse
between the building of the infrastructure and the directly productive project
was long. It was suggested that investment in the infrastructure should ideally

be only one step ahead of directly productive investment.

84. The experience of Turkey showed how scome of thece problems might be
approached. I[nvestment in infrastructure in the lagging provinces of Bastern
Turkey was undertaken in comt ination with the planned creation of a growth
pcle in the area which was to include investment in extractive industries and

in small-scale manufacturing for local markete.

85. It was noted that a national decision must be made as to how to dis'ribute
the investment between infrastructure and directly productive activities. The
choice was often between expenditures on directly productive projects likely
to be near existing growing centres and infrastructural project: in the leus

developed regions, Given this choice, the participant from India reported
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that the decision in his country was taken on practical grounds. Private
investment, which was mainly of the directly productive type, tended to gravi-
tate tcwards the growing points, while public investment, mostly in infra-

structure, was consciously directed to the lagging regions.

86. Another participant suggested that the choice might be made on the basis
of time. For example, if very great immediacy was placed on the development
of a region, emphasis should be directed to directly productive investments

(provided of course some minimum infrastructure existed); if long-term ob jec-

tives were given preference, infrastructure projects might be stressed.

Labour availability as a location factor

87. It was generally agreed that one of the main problems faced by developing
countries 1s that large-scale employment opportunities usually exist only in a
few urban centres. This situation imposes the alternatives of either inducing
migration to the growing points in the country or of providing employment

locally.

88. Tiere was a consensus that, whereas the labour force tends to move readily
towards the urban centres, in many countries it was difficult to move people

to lagging regions,

89. The participant from the United Arab Republic, for instance, reported that
it was necessary in some cases to pay double wagec in order to induce labour
to move to the construction site of the new high dam at Aswan. It was also
observed that, whereas interregional labour mobility mnight be low, intra-
regional mobility might be quite high, as has been well ovidenced by large

migrations to the cities from their agricuitural hinterlands.

90. Tt was noted by several participants that if, in fact, labour was not
greatly mobile, ‘he concentration of skilled workers in a few areas made
regional availabilily of different labour skills an important location factor
for many industries. On the other hand, the parti-ipants from Ghana and

the Sudan questioned the role of labour as a factor in the location of indus+
trial projects in their countries. In their countries the main issue is the

almost total absence of a skilled labour force,

91. The consensus of the participants wa:s that the significance of regional
avallability of labour skills as a location factor for industry varies at

different stages of development and iw likely to 1ncrease as the complexity of

the economy of a developing country ‘ncreases, and as the skills of the labour




force are enhanced., A strong sentiment wat exprcosed in favour of che king
migration to the main urban centres by promoting the location of 1uductry in

the lagging regions,

92. Several participants observed that most lagging regions are weli provided
with urskilied labour, which often makes them attractive for the location of
industries that employ labour-intensive technologies, For example, 11 war
reported that in Iraq, when there was a choice between establiching o more
efficient capital-intensive paper-processing plant in a relatively advanced
region and a labour-intensive plant 1n a lagging region, the labour-intensive
plant was chosen, despite 1ts apparent relative i1nefticiency. It wan siresved
that this selection may, in fact, have been without usocial cost, cince the
economic value of the immobile unemployed labour may iave been very small or

even non-existent,

93, A similar approach has been used in the 'nited Arab Republic in multi-
plant industries in which equally efficient capital~intensive or labour-
intensive techniques could have been employed. lLabour-intensive techniques
had been employed in the less developed areas, whereas capital-intensive plants
had been built in the advanced ones. These examples of industrial location
policy, however, should not prevent the installation in lagging regions of

capital-intensive projects that might employ more modern or up-to-date plants,

94, [t was emphasized by several participants that labour rescurces should be
reviewed in a dynamic sense so as to take int) account their potential changes
in size and 3kill resulting from training programmes. Because of the diffi-
culties cof moving substantial numbers of workers, it was of'ten necesvary to
establish local training centres for instruction in the skills required for the
industries in view, For example it was reported that the industrial transfor-
mation of the rural regions of Eastern Turkey would require the industriaily

planned local training of future increments in the labour force.

95. In all instances, on-the-~job traininyg was also emphasized as a serious
alternative., However, it was noted that the adaptability of labour to differ-
ent specific skills and its ability to assimilate on-the-job training is
enhanced by fo