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In 1926 the Russian translation of Weber's book was published in the Soviet Union.
In the preface to the translated text the most eminent Soviet economic gecgrapher
N. Baransk{ wrote:

"One could recognize as quite uncontroversial that any step forward in the

field of spatial distribution of industry can be achieved only through the
Weber theory, and in no case cutside it.i'l/

In 1928, an English translation of Weber's book was published in Chioasoggylthua
opening the American chapter in the adaptation and transformation of the locational
theory of Weber. .

The publications of E.M. Hooveré/;nd W, Isardé/;ro most outstanding in thias field.

These publications also show how the approach of Weber was supplemented by later
authors who inter alia took into account the changing distribution and scale of markete,
a problem almost totally neglected by Veber.

2. The priucipal criterion of industrial location.

In the past thirty years an important change is observable in the definition and
evaluation of the principal criterion of industrial location.

Some typical opinions are quoted below:

In 1962, a Soviet economist, A. Probst, wrote:

"The technical and managerial progress in transportation diminishes
transportation costs. This has a marked reflection in the £ield of
industrial location ..., where we find a tendency ... the diminishing
role of transportation and the relative growth of importance of other
factors."5/ |

A Belgian economist, Ph. Leurquin, analyzing the role of distance and trenspertation
costs in industrial location, prescnts the following arguments:

"At the time when Weber wrote, distance played a major part in determining
the location of heavy industry. Technology was still relatively simple,
which meant that there were not numerous complex variations of the ways

in which factors could be comtined; certain branches of industry, like
steel-making require hulky raw materisls which are used up in processes

of production. Historically, the location of many industries can be so
explained. For example, in 1908, Swedish ore cost 14.16 marks a ton C.I.F.
Ruhrort and 14.94 marks C,.I.F. Dortmund; that was enough to discourage any
considerable extension of the steel industry in the Dortmund area and to
encourage it, on the other hand, in the vicinity of the Rhine-~Ruhr harbours.

1/ Quoted from a footnote on page 113 in the book by J.G. Feygin, shchenive
proizvodstva pri kapitalizmie i Sotsializme, Moscow 195k, ‘ '

2/ Carl J. Friedrich, Alfred Weber's Theory of the Location of Industries, Chicago, 1928

3/ E.M. Hoover, The Location of Economic Activity, New York 1948. '

4 W. Isard, Location and Space Economy, New York 1956

Y

As Probst, shcheniye soltsialisticheskoi shlennosti, Moscow 1962 -~
quoted fros ish translation, Warsaw 1 9y P.220.
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Today, the problem for many industries is much more complex; the
t-unsport factor and the distence factor play a less important part
and are more and more in competition with other cost factors, the
cost cof water, of labour, etc.'l/

Intereéting empirical evidence is supplied by two American economists, T.P. Bergin
and W.F. Edgan who conducted an inguiry - "into the factots that play a part in the
choice of~--thé‘-location for new or expanding industries comprising 5,000 American under-
‘takings vhich were new or had expanded during the last five years. In response to
this enquiry 1,180 renliec were received."g/

The following table presents the results of this inquiry.

TABLE 1
The reasons of plant location for 1180 undertakings in the United States

. e e

No. of Times Ranked as No.
Rank | Reasons for Plant Location - g patl e
L - S o Total ;] 1| 2 { 3| 4 { 5 |[Other
] Availability of Labour 559 | 93 [147 |96 | 75 | 63 85
2 Convenience to markets 457 11431 97 |65 | sk | 43 5
3 Aveilability of buildings or

other property 394 | 96 | 84 |57 |65 | 51

L Lower labour costs 343 § 38 | 53 179 | 69 | 55 4o
5 Availability of raw materials 327 | 89 1 59 |53 [321 39 ﬁ 55
6 Less unionization 299 | 31 {53 {50 |57 {65 43
Vi Local co-operativerese 29k { 20128 {55 |71 ] 89 31
. 8 Home of management ' 246 | 81 v 25 |27 | 32 ko
9 Climate 239 | W8 | 37 133 125 | ke 50
10 | Transportation costs 230 1 22 | W8 f42 |52 37 29
11 Adequate powe:r 229 |18 {30 W ks L6
12 4 Centre of particular industry 21 1 69 | 30 {29 |27 | 33 33
13 | Transportation facilities 178 1 11 | 24 |37 |38} 35 29
1k Decentralization of operation 151 12215271 25 16
15 Favourable tax siructure 127 16 8 1 17 134 | 22
16 Financial aid 1 101 | 18] 21 {16 |14 | 22 10

r— - - —h ' - -
Source: International Information Centre for Local Credit - Govor nt Me for
the Promotion of Regional Economic Development, The Hague, 1§5ﬁ,‘p.§§.

1/ Ph. Leurquin - Marché Commun et Localisations, Louvain 1962, p.266.

2/ Internctional Information Centre for Looal Credit, Government !gggggog for the
Promotion of Regional Economic Development. The Hague, 1 y Ds22.
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The leading role of labour problems in the field of industrial locations is fcund
too by a British economist, W.F. Luttrelll/who presents the following results of in
inquiry into 93 British firms.
TABLE 2
Main impetus to finding a new location after 1945 for 93 firms in Great Briteirn

Industry group: Laoour Premise;g Other Potal
— - adre e T e S —— . - e Pvpuatnpfimiey - -
Shoe ‘ 15 - - 15
Hosiery 2L - - 24
Clothing 5 - - 5
Textiles 7 1 1 9
Engineering 5 2 - 7
Electrical goods 8 1 - 9
Metal goods 6 3 3 12
Mircellaneous L 3 5 12
c——— N S—
Total 7h 10 9 9>
?—-‘ -

Source: W.F. Luttrell. Factory Location and Industrial Movement, London, 1962, p..i8

8’ Dlremises - meaning .physical premises (the need for new factory space).

The French Fapporteur, M. Parodig/sume up as follows the question of criteria
e2Zfecting the choice of location for industry:

(1) Certain professional organizations have been led to carry out enquiries
among their members as to the reasons for the location of industry. These
¢nquiries make it plain that when industries plan to carry out a programme of
capital investment they give special importance to the factor labour in
deciding the questior of location.

This concern can be explained and justified by the tightness of the
ilabour market in France since the Second World War. It might therefore be
thorght that the existence of labour made available by the abandonment of
certain activities of the primary sector would be a .onsideration favouring
the industrialization of rural areas. In actual fact the need to have highly
qualified personnel limits to large towns the possibility of setting up
industries and constitutes one of the reasons why the Paris area is found tc
be attractive.

In view of the foregoing a distinction should be made between light
industries not emloying highly technical processes but needing conaiderable
manpower not very highly qualified, the location of which dves not give rise
to any special problem and heavy industry or industry with involved technical
processes, the location of which is governed by various essential considerations.

(2) The existence of adequate basic physical equipment also determines, to

a great extent, the location of industry. The availability to industrialists
of land with all necessary services and above all the existerce of rap;d_

1/ W.F. Luttrell. Factoi; Location and Industrial Movement, London, 1962.
3/ M. Parodi - A letter to the Secretariat dated 25 January, 1966,
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communications are factors which will lead to a decision to make an
investment. Means of communication must provide satisfactory
coanexions between preduction and consumption centres but also meet
the internal needs of the enterprise by linking the management with
the places in which industrial or other work is carried on.

Means of communication comprise not cnly roads and railway
lines ard various types of transport equipment but also telecommunications,
the development of which is irdispensable for industrialization at the
present time,

The removal of industries from supply areas to consuming areas
is a phenomenon which is to be found fairly genere"ly. Not all
industries, however, follow this trend; the aluminium industry, for
example, still remains dependent on supplies of energy. It is
therefore clear that, besides the question of the actual existence of
means of transport, their cost is a determining factor in the
calculations of heads of enterprises.

(3) The economic and social environment is far from being a matter

of no consequence for questions of investment. The degree of activity
of the local economy should be such as to enable an undertaking which
is set up there both to obtiin its necessary supplies and to find
markets. Such considerations will, however, be affected by the size
of the undertaking; they are of lesser importance for undertakings
operating on a naticnal scale but paramount for the medium-sized
undertaking. On the cther hand, the existence of a relatively
healthy social climate is an essential basis for industrial development
irrespective of the size of the enterprise. Tt should be noted that
this preoccupation is shared by foreign investors, who choose Europe as
a location in the light of this criterion.”

From what has been said the following conclusion can be put forward: in the
past 30 years one of “he most impcrtont changes in the ’ield of industrial location
can be described as the growing role of labour problems and the diminishing role of
transnort costs.l/

This is naturally a simplification but this formulation is perhaps useful as a
starting point for internationai discussion.

There is no doubt that in reality the principal factor influencing location is
always inter-related with other factors, which jointly create a complex reflecting
the technological, ecoromic and social conditions of a particular country.

1/ In these generalizations the changing pattern of transportation systems must be

taken into account. The impact of the development of modern highway systems
- on the location of economic activity is especially important in this field.
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3. The changing rolc cof antural environment in incdustrial location

sach plant “ocsticon hes Lo zoive rarne preoiems 2f land utilization. Therefore,
the anatural environmsrt is a »erneuent factar in industrizl location. But the
rols of this foctor is changiae doth in time and 1 3pace.

| It can be migued thuc technie:rl progrecs, via the discovery of new mineral
fdeposits or he introduciion ¢ asw pra ucts, 1= dimirishing tha rols of natural
environmest by incrousing lhe nuwaber of 2 ocationd) choices, 5ut. the trend of tho
inerzasing role ot hie plants is in moet cascs acting in vhe opposite diraciion.l/
it is much more Gifficult o find & propur plaez Tur the location of the big plart,
thar of the snzli cns, Iv was rewsively susy - 50 yen's agC - t0 {ind limestone
dencsits for a cemert mijl with - yearly capecity of 100,000 tons. In contemporary
conditions if we 120k for limestona deposits to locate a cement mill with a yearly
capacity of ! mitiion tons, the amouat of choices among suital.le limestone deposits
is reduced drastically.

The same problem exists in the case of tho water supply necessary far “he
location »f a paver staticn wr ¢ melailurgical plant, If we campere the situatioms
now and 50 yeure agn. .

So wo have tc agree with the following generalizations of A. Probstg/

\a) techniral orogress is changing the role of matural enviromnment
in indvatriael location

{h) there are several trends in this change which are nct ueting in
the same direction,

These generalizutvione cun te further exemplified by the change in the
relative signiricence of different elements uf natural. environment tor industrial
location.

It 1s interesiiug to note thet x4, Weher, publishing his book in 1909, took
into account only one element of nuturgl euvironment, ths mireral deposits. The

1/ Compece: a. Kuklinski, Polish Geographical Review, Vol. XXXII. Supplement 1960 -
Problams in tic Locetion of Briclamaleing “rdustry in Polopd and L., Céruycka,

J. Grieszezek - Op Problems of the Tntercelutions betwaon Industrial Plants ard
Googr 'whical ¥nviromnment, Geographie Polonica 2, 19r4,

'3/ ». Probst. Razmeshoheulyu sotsialistitsiegkol pramyshlenniosti. Moscow, 1962 -
quoted from Polisn translation, Warsaw 1965, p.418-419,
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problems of water and climate wsre casidered unimpartant. According to A. Weler
"water is a practically unlimited, and therefare an absgolute ubiquity in many
German regions".y Foarty-iliee yoaus later in ile United States, the Presidents'
Material Policy Cummission stated: "By 1975, access to good water mey become the
most important factor in deciding where to locate industries".g/

So in the evaluation of water, we have a basic change: water is no longer a
free commodity, it is a scarce commodity. In the field of location this change
is reflected in the following statement: water is no longer a ubiquitous material
available practically everywbsro, it is e localized material available in a limited
number of places.

In contemparary conditions water is a very impartant factor in industrial
development and location. In the United States about 5C per cent of total water
use is represented 'y the demand of thermsl electric power generation and
manufacturing industry.

Accarding to J, Borchertg/ there are three characteristic features of
industrial water use in the United Stutes.

(a) Industrial water use is concentrated within a few types of
manufacturing industriessd/

(b) Industrial water use is concentrated 1in a relatively small number
of big plants

(c) Industrial water use is concentrated om a relatively small territary
(less than 1 per cent of the land area of the United States accounts
for 52 per cent of the nationd manufacturing water use).

In such conditions industrial water use is not cnly a problem of industr
location but also a problem of regional econamic development . '

A. Veber - Theary of the Looation of Industries, Chicago 1929, p.Sl.

Regources for Freedam, Vol. 1, Washiagton DC, 1952, p.50.

Industr Wgter Use in the t Polish Geographical Review,
vOl. LXXII. No.1-2, 1960. Analyzing the industrial water use in the United
States, .J. Borchert did not take into account the changes in this field which

will be introduced in case of successful solutions of the problem of

desalinization of sea water. Compurs: J. Davy - A power worth its salt,

The Observer, September 11, 1966,

4/ OCompare United Natioms, Water far Induptrig) Uge - New York, 1958,
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The role qf climate .n incdustrial location is loss pronounced than the role

of water resmu cen, csperielly 1f tne @izcuss: cu is iitmdted {c ~he prcduchive

.aspect of he rroblan, Sromey fage3 clamete is neo Ta3cognized as a speciel
tacter in the locatrun of the oruduciive l‘actli't:es,l/

Nevartheless, the type of Clinﬁzte in ths chosen lcestinn i3 reflectad in the
level of investnent Cutloys for tna consvructiou o’ the aiven plan. The most
obvious exumple 13 the invesiment im atr—condi sioning facilitics in ‘ndustries
where specific conditions of vemperatuwre end aumidity must be created for the
production process,

Aiothor oxemple 13 3upplied b the recent Jevelopments in industrial design
promoting “he prlication of vroof-leas snlutions, especially jn the constructiom
of plunts producing elesiriz newor , sulphuric ac*d and cement _2_/ In tLis way,
the investment cutlaye for burldings are roduced. This solution ‘mproves the
offi siency of industria’ inveatmont since not tha performance of the bdullding b'rt
the verfurmunte of “ne direct prodvective equipment is reflected in the capital-output
rotid>. However, this techniqua of somstruction ~anaot be applied in all climetic
ecnditions.

in the avaluation of the role of natural environment in industrial locatiom,
nut only the "inmuo' but also %the "outrut" aspect of the problem should be taken
into accont,

" Tn the classicel micro-econmmic apprnach the input considerations were most
irpcriant. Tue differcnt elemonts of nctural environment wore a3valuated from the
poiat of view of the officiency of praduction of the given plant. In recent
years now ronds huave vean obaurvuble in this fiald and *he validity of the output
slde 1, receiving growing resognition. The macio-sccnam!c problam'yof air and
vater poliutisn are solved not only by the urban and regiounal autharities, but also
by the indusiry ttselr. h

i/ Campare: G. Grundke, Die Bedeytung

3/ Ccmpare: Cz. Bgbifiski, Projektowagie zakladSw przemyslowysh,  Tepdepoie pogtepu,
Warsaw 1.uv2, :
3/ Camare: G, Mulier und ?. Hessing, Kogtentr serversar

Adwegserbegertigung, Ein Beitrag Wher die Zusemnmenhiings zwischen
grosset¥dtischsr Ballung un! "social coots", Bad Godesberg 1962,
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Nevertheless the problem of how to arrest and eliminate the processes of
deteriaration of nuatural environment caused by undesirable industrial outputs has
not yot bsen solved in a satisfactary way in any country.

A long-run approach to the utilization of natural enviremment should receive
full racognitior. This long-run approach is required not only on account of
direct productive demands, aus in the case of the growing role of watar rescurces
in industrial development, but also because of the fact that the quality of the
natural environment is in meny cases an impartant factor in attracting the lubour
farce, especially highly skilled personnsl y to a given region ar town where the
plant is or will be located. In this sense amenities ure emerging as a new
factar in the determination of industrial location.-l-/

4. gtructural changoes in industry and the criteria of location

Not only are the criteria of industrial locatiom changing in time end in
space but there aleo exists a marked differentiation in the applicaticon of those
criteria when differont industrial sectors and branches are comsidered.

The locational pattern of a given sector or branch is closely associated
with the particulur features of technalogical and managerial solutions adopted in
the industry concernod.

Therefare, the sectaral differences in the rate of industrial growth and the
resulting changes in industrial structuraz/ should be a guideline for the
locatiaaal studies. Conclusions should he drawn from the basic fact that in the
dynamic sectors and branches mare demand for new locationms will te gemerated than
in the relatively static onas.

The mare important tremds in this field in the past 30 years can be summarized
as follows: the most dynamic sectors have bean the metal-processing, chemical
imustries, electricity and gas,and non-metallic minerals and and products (Rastern
Burope). KZmpirical eviilence for Europe and Narth Americe in the ysars 1950-1962
is summerized in the acoomparying tables (see Tables 3 and a),

3/ Compere: H, Perloff and L. Wingto, Ng )
in the volume edited by T, hiedlan, Regimal Develomnt and

Somamlo Growth
Planuing, OCambridge 1964,

&/ Compure: Walther J. Hoffwman.
1958, p.143,
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2/ Compare: R.3. Livejc, ¢

It is perhaps worth menticning that the vast majority of locational studies
prepared in most countries of the world still reflect the nineteenth century patiern
of industrial growth threugh their preference for studying the locatinn of metal-
smelting industries and of textile and food industries, This trend should be
reversed and the study of the location of expanding industries should get preferential
treatmer.t.

This is not an easy change. The effect of the inertia existing in connexion
with studies of the location of industry is made greaier by the methodological and
technical difficulties involved in the study of ths metal-processing and more
especiuy.y of the chemicai industries.

Nevertheless, some pioneering studies ,-l'/ could. or even should be taken as a
starting point, with a view to encouraging comprehensive programmes devoloping the
locational studies of the metal-processing and chemical industries. A_series of
specialised international symposia could possibly be organized in this field.

5. The emergence of macro-econamic critoria of industriay location
The late twentlies witnessed both the peak of popularity of Weber!'s theory and

also the first important challenge to the theory.

It is not an accident that this challenge was formilated in the Soviet Union
during the dramaiic discussion on the locaiion of new capacity of the iron and steel
industry. %/

Two solutions were reviewed:

(a) the expansion of tho existing iror. and steel 1nduotry in the
Buropean part of the Soviet Union and especially in Donbass;

(b) the creation of a second base for the iron and steel industry
'i?‘:ho Urals and Westerr Siberia - the Ural-Kuznetsi integrated
plant.

The theory of Weber was used as an important argument supporting the first
solution and stressing the prohibitive transportation ccsts of the second,

3/ N. Sokin, Exonomichuskis os.nfg razmeshoheniya nekotorykh otraslei khimicheak
promy shlenn Pla 8, s i J rov, The Location o ) etic
1b dustry: in Reglonal Linalysis, New Tork 1959, John Wiley and

timaln

Jon nology Press; H. Pedorenko , ~non rasmeshcheniyu otraslei
Kalmicheakoy promyeilennosty:  Voprory stonemiel T Taimeticheni otra: =

1954, p.163; and r.p. W
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The followers of the idea of the Ural-Kuznetsk integrated plant, indicated
ccrrectly that the theory of Weber cannot be used in this case. The approach of
Weber was a typical micro-economic and short-run approach, taking for granted the
existing distribution of population and economic activity, The decision to build
the UKK was a typical macro-economic and long;-run decision designed to change the
existing distribution of population and economic activity.

The second solution was implemented and already in the late thirties the UKK
emerged as the most efficient steel producer in the Soviet Union. The economies of
large~scale operations used in all stages of mining, procqssing and transportation
activities went far to explain this success.

The UKK experience may be said to merit special mention as being probably the
first exan{ple of the successful application of a long-run and macro-economic approach
to the criteria of industrial location.

In the Western countries the emergence of macro-economic criteria of industrial
location was associated with the first examples of state interventicn in the field
of iniustrial location and regional economic development.

In the United States the well-known TVA programme was started in the framework
of New Deal policies. The implementation of the TVA programme created in this
region new conditions for industrial development. According to S.H. Robocky

'A major economic development feature of the Tenessee Valley experience
has been the rapid industrialization. Since 1933 » whan the TVA was
established, the Valley economy has grown at a faster rate than the
nation and has shifted from a predominantly agricultural ares to an
important and expanding industrial region. By 1960, due both to rapid
industrialization and oxtensive out-migration of surplus labour, income
per capita in the Tennessce Valley reached a level of $1,378 or 6, per

cent of the national average, '

A very important chapter relating to the Western experience in this field was
written by the United Kingdom where a Special Areas Act was passed in 1934. This
Act marked the acceptance by the Government of some responaibility for influencing -
the pattern of industrial location. ‘ o

1/ Stefan H. Robock. Integrated River-Basin Development and Industrialisation.
The Tennessee Vs ¥ Expe 3 d Mo St

2/ Stefan H. Robock, op.cit. p.7.




L i B A .

g

N R e T

R

E/ECE/A52
page 14

The objectives of this policy are described by B.J. Loasby in the following way:

'The whole history of location policy in this covntry has been
conditioned by its origins in the realization that acute problems of
localized unemployment lay half-concealed beneath the general
depression of the inter—war years. It was, therefore, inevitable that
location policy should be seen mainly as a means of alleviating such
localized unemployment,l

The same author gives the following appreciation of the results of the first
six years of this policy: .
' In 1939 location policy could claim only the most modest success.

In one respect, however, it had been successful: it had become g
topic of some interest, and the subject of a Royal Commission (the
Barlow Commission) which was established in 1937 and reported in 1940.
The Barlow Report is a classic example of an injuiry with its con-
clusions written into its terms of reference, with their emphasis on
the disadvantages of the existing distribution of population. But at
least it did attempt to set the problem in a context which included
strategic issues and the problem of congestion in the great cities, and
envisaged control over the location of industry as a means of remedying
what it saw as a maldistribution of industry. The idea that there is
somé pattern of industry which is best for a particular region, and for
the country as a whole » and towards which Government effort should be
directed, was a common feature of thinking for several Yyears, but what
this pattern might be was never explicitly stated. Implicitly, 1t
seemed to be t which would minimize inter-regional variations in
unemployment. ! A

A more detailed account of the 2fplication of macro-economic criterie will be
glven in the following sections of this paper. Here it will be sufficient to
emphasize that both in the Eastem and Western countries the emergence of macro-
economic criteria of industrial location was associated with the experience of
industrial development or industrial depression in the years 1927-1939,

3/ B.J. Loasby. Location of Indus + Thirty Years of Planning, District
Bank Review, December 1965, p.28, .
4 BJ. Loasby, op.cit. p.35.
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Section II

The choice of location by an individual enterprise and groups of enterprises

1. The choice of location by an individual plant

The traditional solution of this problem was designed for a new plant trying
to find an answer to the following question: ''In what place would the costs of
production of the new plant be minimized". The problem of location was in most
cases the lasﬁ one in the process of investment decision.

Consciously or intuitively, the comparative cost approach was used and the
variation of costs between different locations was examined for the selected type
of plant. The material presented by W.G. Holmes, who analyzed the comparative
costs of a Portland Cement plant at four poscible locations in the United States,

can be taken as an example,

TABLS 5
Computations of delivered-to-customers cost? according to location of cement mill

Costs are per barrel

Site
A B C D
Raw materials at the mill: $ $ 3 ' §
Limestone 0.14 0.16 0.13 0.10
_ -Shale . e e e s . 'Oi .. 'oz e e 'Oi . 'Oz
Gypsum : o) LO4 «OH - - W0
| o) T T a¥—TanY
Fuel and Power: .
Coal .27 .19 .30 .22
£lectrical energy .18 22 .26 .20
T8 (e 75— (.58)
Works expense: .
+ Mill labour o1h .16 W12 <1k
Superintendence, laboratory, repair parts |etc. .08 .08 .09 . .08
(.87) (.88 (%) (.80
General axpense gnd charges: l -
Administration and incidentals - .06 05 .05 .05
Insurance _ .01 . 0l .01 .01
Taxes (including income) .06 .08 .10 .08
Bond interest .05 .05 .05 «05
Amortization . | | ) .06 06 .06 .06
(1.11) (1.13)  (1.23) (1.06)
Distribution:
Packing, sack cleaning, and sack loss .07 07 .07 .07
Sales o .10 .09 .10 011
Transportation (to market) ‘ . 2k . o 40
Total T 1;%% 1,55 1,70 _ 1.8%

Source: W.G. Holmes: Plant Location, McGraw H;TI, 1930: quoted in Tnduafriﬁf
. Location and National Resources.~ Natioual Resources Plaaning Board,
Washington, 1943, p.335.. - e . .
To a large extent these figures are taken from an actual case. :
e/been made both to increaaeg%ﬁo effectiveness for purposes ogcillﬁgggaggggg:;dh%z.

conceal the identity of the company.
b/Figures in parentheses are cumﬁggtzvo totals.




E/ECE/652
page 16

' The cost items given in Table 5 can be divided into two groups.

(2) cost items which depend upon location (for example, limestone,
. coal, labour and transportation);

- (b) cost items which are independent of location (for example,
- insurance, amortization, packing),

This is a valid distinction because in some cases the analysis could be
confined to those items of cost which vary most with changes in location of a glven
industry. .

The comparative cost technique has a long hislory of successful applications
in different economic and social systems and there is no doubt that it will be
useful in the future.

However, the new trends of industrial development are creating much more
complicated problems than those covered by Table 5 - and in consequence restricting
the application of the classical comparative cost technique to a diminiahing number
of cases, |

vhere the problem of locaticn was sclved, not from the point of view of the optimum
performance of an individual plant byt from the point of view of a group of plants
forming a higher menagerial unit. This unit could be described as a ceacern in a
market~economy country or an industrial association in a planned-economy country.

" There are very important differences between the market and planned economies
in this field. These 4iferences are analysed in Section IV of this paper. In
this context attention By be drawn to an important point of similarity: the
trend tovards. shifting locational decisions from plant level to higher menageriel
unit level, -

Within such units the problems of location are solved in two vays:

" (a) 1in the traditional vay, vhen -

i. the prodlem of location is restricted to new plants

11.. the problea of location is the last one in the process
. of un-tuxxt decisions. :

Rev York 1960, pp.233-245;
8QE -t AL w 1%5'
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(b) in the modern way, when -

i.  the problem of location 1s recognized as a comprehernsive
one covering the location of new productive capacity and
including both the expansio: of the old plants and the
construction of new onc..

1i.  the problem of location is incorporated in the whole process
of investment decisions end the f'eed-back possibility is
recognized. A good exauple of feed-back possibilities is a
situation when the decision on the size of plant or the
decision on the factor proportions is changed in order to
take advantage of the resultc of the locational analysis.

It is perhaps interesting to note that there are very few publications
analyzing the second way and describing the feed-back effects of locational studies.
It is worthwhile to note too, that probably 60-80 per cent of investment in
manufacturing industry in developed countries is allocated to the expansion of
existing plants and oaly something under 40 per coent to the construction of new

ones.,

In Table 6 there are data showing this proportion in the case of the industries
of the Soviet Union. In this case the main attention of locational studies is
concentrated on problems representing only less than 40 per cent of tctal industrial
investment.

It 1s true that the location of new plants deserves special attention, but at
the same time the above-mentioned proportions should be kept in mind.

3. The locational implication of the change in size of industrial plants

There exists an impressive number of publications analyzing the economies of
large-scale production and of the growing size of industrial plants,-l‘/ which is one
of the most impurtant trends in the development of modern industrial technology.

1/ Compare: 4. Armstrong, A. Silberston. Size of plant, size of enterprise and
concentration in British manufacturing industry 1 . Journal of the Royal
Statistical Society No. 3, 1965. J.S. Bain. Economies of Scale Concentration
and the Condition of Entry in Twenty Manufact Industries. Ihe American
Economic Review, No. 1, 195,. L. %erri and g %ﬁn, Eonond.che a effektiwmost
kontsentracii proizvodstva v promyshlennosti, Voprosy Exonomiki, No.9, 1965.
P.3. Florence. Investment lﬁcaaon and Size of pls ;

PI'GSS, 19%0 Mo . mt yo A COompE aon

in Manufacturing Industries in Industrialized an : . : -; ;
Yorkshire Bulletin of Economic and Social ﬁsearcﬁ, 30.5, 1965. ﬁ %36 @
Economies of Scale — Industrialization and Productivity Bulletin, UN, No.S,

New York, 1964.
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TLABLE 6

Rolative shars of investment in expt?sicn, reconstruction and modarnization
in total investment® in the USSR industry

Percentages

1959 1963

Total industry 51 61
Farrous metallurgy 62 60
Non-farrous metallurgy 45 53
Coal 59 69
011 and gas 28 35
Electricity production and transmission 19 22
Enginearing 70 81
Chemicals 51 51
Construction materials 48 62
Lumber and wood processing 56 60
Light industry 49 51
Food industry - 59 61

Source: Kapitalnoe strojtelstvo SSSR, Moscow, 1961, p.69.

8/ Investment in productioi. facilities only.

TLBLE 7
Size of establishments in Polish State industry

Employment size | Number of astablishments | Number of persons amployed
| Up to 4 2.1 21.0 0.3 0,3
! 5« 10 17.0 16.6 0.8 0.7
5. 11 - 15 6:5 5-9 005 004
] 16 - ” 21:9 21-3 405 308
i 51 - 100 12.0 12.0 5.6 5.1
; 201 - 500 7.1 7.9 1 1.7 14.9
i} 1001 -2000 1.7 2.0 15.2 - 15.8
| g 2001 ~5000 1.1 1.2° | 2.9 21.7
; 5001 - and more | 0.3 04 | 139 . M|
% Scurce: Statystyka Priemysly, Gléwny Ursad Statystycsny, . Warsaw.1963, p.97.
.
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TABLE 8
Manufacturing industry - Distribation by sise of plant in Great Britain

 No. enmloyed in plant ! 1935 1951 1958

E
'
3

3.9 11.5 9.7
5 - 100 ! 7 10.4 8.8
100 - 300 | 26,2 2.2 2.9
300 - 500 . 12.8 1.6 1.4
500 - 1,000 b 13.9 13.6 13.9
T e 1% 00 ¢ 088) 13, | (428)
’ - ’m ' . L] 11.’ m
3,000 + | )15:2 (2660) 156 B6 (1) 15.9)74 (214)
i Percentage of gross output
n- % | 12.8 9.9 | 8.3
50 el lm . 11.2 907 7-4
100 - 300 i 25.1 22,2 19.2
3m - m 12.5 12.6 nol
m o l,m 14.0 1401 13-6
1,% - lgm ' 6.0 7.1) 807
» 1,500 - 3,000 12.9 13.3)

3,000 + 318-4 11.7)%-6 18.7)317
Number of planta(actual) | 47,730 56,200 54,5740
Number of plants(index) ! 100 118 15
Output (index) . P 100 - 164 - BR () §
Output per plant (index) 100 139 161

Source: A Armstrong and A. Silberston, Size of P
Concentration in Br anufacty
the Royal Statistical Soc ’
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TABLE 9
Manufacturing industry - distributicn by size of establishments in the United States

Number of I Napber of Value added
Establishment with establishmants employees by nanufacture
an average o —t __ "
of employees 1947 1958 1947 1958 1947 1G58
y 3 ) 2 ] %
1l - 4 29.2 35.4 1.1 1.4 1.2 1.3
5 - 9 19.4 17.0 2.2 2.2 1.9 1.8
10 - 19 16.9 15.7 3.9 4.2 3.5 3.4
20 - 49 16.6 15.5 8.7 9.4 | 8.1 7.8
50 - % 7-8 703 9-1 9.8 809 8-5
100 -~ 249 5.9 5.4 15.6 16.2 15.8 15.0
250 - 499 2.3 2.1 13.5 14.0 14.0 13.7
500 -~ 999 1.1 0.9 13.1 12.3 13.6 12.8
l’om - 2’499 0.6 0.5 15-0 13-3 15.6 15-2
2,500 and over 0.2 0.2 17.8 17.2 17.2 20.5
All establishments 100.0 100.0 100.0 100.0 }100.0 106.0
All establishments
in absolute figures| 240,807 298,182 14,293,963 }5,393,766 74,290,475 141,270,297
Per one establish-
ment | x | x 59.35 53.69 0.309 0.494
Index 1 x x 100 90. 46 |100 159,87

Source: US Census of Magufactures, 1958, Volume 1, p.2-2
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This trend is especially evident in some branches of manufacturing industry.
Mention may be made, in particular, of plants producing electricity, steel, cement,
fertilizers, petrochemicals and motor cars. Nevertheless there are bvanches of
industry where the small plant is demonstrating an astonishing power of survival
and expansion. It is very difficult to get the general inventory and evaluation
of change in this field. There exists an additional technical difficulty: 1in
many countries the statistical data describec the sigze of enterprise and not the
size of plant.

Aithough in meny cases it may be ¢ssumed that the growing sige of enterprises
represents the counterpart of the growing size of plant, there are also numerous
cases where the growing size of enterprises is the result of institutional changes,
which favour the creation of multi-plant enterprises. This is particularly true,
for instance, in the Soviet Union and Poland where the recent tendency has been
tovards ama).gamation of enterprises into larger organizational units. Also for
Great Britain, the available data indicate a growing role of relatively larger
enterprises associated with a decline in the total number of exi sting industrial
establishments (compare Tables 7, 8 and 9). The US experience in the years
1947-1958 (see Table 9) does not support the arguments of those who predict the
relatively fast rate of disappearance of small plants. In this period in the US
the absclute number of plants was growing and the role of the large plants in the
manufacturing industry increased only slightly.

In short, it may be said that although a rise in the size of plants may have
been the more prevalent tendency in recemt years, the divection and rate of change
were certainly differentiated sectorally (among industries), and geographically
(among countries). Analysing the locational implications of the changes in the
sise of industrial plants, attention may be drawn to the following problems.

(a) the role of external economios and infra-structure investment

(b) the role of distance in the supply of inputs and ditritution of outputs.

(c) the role of physical space.

(2) The role of external economios and infra-structure investment in the location
of industrial plants of different sises. Some specialists in the field of
industrial location argue that:

"external sconomies ..... today constitute, on an increasing scale, the
principal factor of attraction in determining the location of mdn:try")/

Y/ M. Leurqgin, Marché Commm et Localisations, Louvain 1962, p.266.
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Fig. 1.

Average cost as a function of scale
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Source: C. Kadas, gp.¢it., p.198
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There is no doubt that such economies are an important factor, but it can be

argued that the large plant is less dependent on external economies than the small

or medium-size plant.
There are two arguments supporting this point of view:

i. there are many elements which are recognized as external econamies in
relation to the small plant - and as internal economies inside the big
plant. Specialist maintenance services are a good example: they are
supplied from outside to the small plant but from inside in the case of
the large plant.

ii. the small plant is too weak to provide, when necessary, the missing
elements of infra—-structure investment, the large plant has resources
which are sufficient to take care of the missing elements of infra-
structure investment.

In fact, exparience with the construction of large plants in under-developed
regions affords a number of examples of such solutions.

The role of distance in the supply of inputs and distribution of outputs.

It is generally accepted that the growing size of plant and the growing benefits
of the economies of scale are in most cases associated with the possibility of
extending the area of supply of inputs and the area of distribution of outputs.
This problem is well demonstrated by Figure 1 (see end of Study) reproduced from
a paper by C. Kadas.l/

Ceterls paribus, the large plant is in a better position to serve the distant
national and international markets than the small one. This means that as the
size of plant grows the role of distance diminishes especially as large plants
have a better access to the facilities of large~scale mass transport. It is
not an accident that so many new large plants are located orn the sea coast.

The role of physical space.

One of the new trends of modern industrial G2sign and technology can be described
as the growing use of space.g/ Industrial construction, especially of large
plants, is beginning to constitute an acute land-use problem in densely settled
areas. This consideration is an important factor favouring the location of new
large plants outside over-congested metropolitan areas.

1/ C. Kadas. The Impact of v \7

the Development of Tra
plants and on optimal regional Jocation. Resional Science Association Papers.
Volume XII, 1964.

2/ Compere: C.2. Babinski: Modern Trepds in Iodustrial Design, Warsaw, 1962.
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In conclusion, it can be s-id that the growing size of plant is associated
with growing difficulties i1 finding a proper place where the lgy-out of the
plant can be designed according to the rules of modern industrial technology
and architecture, allowing also sufficient space for the future expansion of
the plant.

There are nany epproaches to the problem of technological integration and
specialization in manufacturing industry. In this paper technologicai integration
will be considered as 'nvolving the growth of plants or groups of Plante situated
in the same location and performing activities "subject to important technological,
marketing &nd other interrelations."l/ '

Technological specialization is, according to the approach adopted in this
study, a process of splitting up operations previously performed in one plant and
establishing new plants which through the limitations in the scope of their output
benefit fyom certain economiss of scale even in medium-sized and small producing
uniis. The locational implications of these two processes can now be considered.

(a)

L he OCH ON 43 "e : ONng O SCNNO L0 ntag

There are different types of technological int

egration associated
; with different stages of industrial development. The first

{ irdustrial revolution concentrated attention on integration in
the textile and steel industries.

! In the present stage of industrial development integration in the
chew':al industries is most important. In this case the
concentration in one location of a set of technologically inter-
related activities generates economic advantages which encourage
this solution in a growing number of cases.

The locational implication of this process can be described as
the diminishing role of external economies and the growing
preference for ‘locating integrated Plants outside the over-
congested metropolitan areas.

Y/ Compare: u. Isard, op,cit, p.409.
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It would seem that the location of an integrated plant or a
nmlti—plant enterprise is in most cases one of the best ways
of promoting the industrialization of an under-developed
region. |
Technological integration also stimulates the dmlopnont of

~ new techniques of locational analysis. The classical
oomparative cost approach is applied most successfully in
single commodity industries. In these cases all costs could
be roccnputed on the basis of a given unit of plvsioal output
like one kWh of eleotricity, 1 ton of stoel, cmnt or sugar. .
In the case of modern chemical industries the situation is much
more complicated The integrated plant produces a g:l.ven set of i
1nterrelated outputs and the advantages and disadnntogea of |
location and the economies of scale must be related in a
conprohansive way to this set. To solve this problem a new
technique of enalysis has been developed - the industrial complex

'inalyaia W. Isard gives the following evaluation of this

) technique.

' In conclusion, 1t may be stated that for many problems of
resource use, industrial location, and regional development,
industrial complex analysis is a useful technique. It cen
identify and evaluate profitable situations and activity
cambinations which cannot be accurately assessed, either ty
industry-ty-industry comparative cost studies or ty strictly
linear Jnuvor-industry techniques. In one sense, tho industrial
. oomplex epproach is a hybrid spprosch; it can uffectively
1s0laté and evaluate the interplay of key variables smong grdupl
“(subsystens) of highly interrelated activities. !

(b) ZThe locaticnal Azplicatioge of technologicel specialisation.
Technologizal specialization is a typical phenomenon in the metal-
processing industries. In the case of specialised plants 'ox‘tu‘nﬂ.
economies, ard especially co-operation with other plmta," are c —

~ very important factor affecting location. This is tho vorld of .

'utcmhu@- ’botvunplmts umag in the wqci'md mm-

B
+

- e

l/ V. Iw&. oRa_gdt, p.m
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and subcontractors and in some cases in that of assenbly-line
industries which generate demand for thousands of specialized

plants. The locational implications of this process can be

described as the preference for locating specialized plants in the
metropolitan areas which afford the best advantages with regard to
external econonies and which have varied labour resources. A very
good example of this trend can be quoted from the study of Ph. Leurquin,
where the accompanying map, reproduced as Figure 2, is to be found.

This locational preference for netropolitan areas can be reversed only
in large-scale solutions, creating simultaneously in an under-developed
region a sufficiently large group of enterprises of metal-processing
industries.

Such an approach is found in the EEC study for pranotion of an
industrial developuent pole in southern Italy which was prepered by a
team of Italconsult guided by Professor E. Tosco.

The object and method of this study is described in the following vvz‘a/

! The object of this study 18 to create in the provinces of Bari and
Taranto an industrial centre that will be sufficiently closely knit to
continue developing simply by the interplay of market forces once the
initial nucleus has been established. '

Tha method employed, which it is the purpose of this study to put
into effect as an experiment, depends on the role of trade in
intermediate goods and services in the econony of complex-cyecle
industries. It consists in the simultaneous establishment of all
the intermediary industries needed in the sector that is to be
promoted - in this case heavy and medium mechanical engineering - and
of a sufficient number of user industries to justify econcmically the
existence of these intermediary industries. !

1/ Ph. Leurquin, o.cit., p.274.

2/ Buropean Econamic ww-wm;um-mmmg&mgﬁwm
devalomnsat pole in southern Italy. Brussels, January 1966,

Sompare too, the information published in the Pross Review, Bank for International
Settlements, No.227, 23 November 1965. ’ ’ ,
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Fig. 2.
New engineering and electrical enterprises in Common Market countries

gource: Ph. Leurquin, op.git. p.274
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5. The locational jmplica‘dons of *eehrica) progress.
It is very difficult to restrict the discussion of the locational implications of

technical progress to a given set of problems, since in most cases any change in
industrial location is directly or indirectly associated with technical innovatlions.

Here it is proposed to discuss only a few topics whicl. are important, and which
are not analyzed sufficiently in other parts of the study.y

In the evaluation of technical progress in industry, the basic distinction between
process and new product innovations is accepted. A comprehsnsive analysis of the
locational implications of technical progress following this distinction is not
developed. But a few examples can be indicated.

In the field of the locational consequences of process innovations, the most
interesting example is supplied by the history of the iron and steel industry in the
last two hundred years. The direction of this basic change in location can be
described as follows: from a small-scale spatially dispersed, to a large-sca’e
spatially concentrated 1ndustry.2/ in the locational analysis of this phenomenon,
special attention was given to the relative change in input requirements of coke and
iron ore per one ton of pig iron produced.

Other examples of the locational implications of process-innovations can be found
in the history of the electric power industry and of the cement industry.

In the evaluation of the locational consequences of new product innovations, two
different situations should be taken into account. The first situation occurs when
the output of a new product is started in an exdsting plant. This fact in many cases
generates very limited locational consequences, or none at all.

| The sscond situation arises when a new plant in a new location is built for the
output of a new product. In most cases such an experience creates a demand for new
methods and approaches in locational analysis. The output of new petrochemical
products in technologically integrated plants is an example of this situation.

1/ Compare for example the remarks in paragraphs 3 and 4 of Section II.

2/ Compare the remarks of A. Probst on the historical trend in the location of the iron
and steel industry in Russia and the foviet Union: A. Probst - Ragmeghcheniye
sotsialistichegkol promyshlennosti, Moscow, 1962, quoted from Polish translation,
wsaw 1%5’ p- 457‘4&.

3/ Compare E.W. Zimmerman, World Resources and Indugtries, New York 1951, and W. Isard,
Some Locationg Fe in the on and o g DAUE vy since the Early Al Or )

er Journal of Economics, November 1949.
4/ Compare paragraph 4 of this Section. \
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In trying to explain the limitetions of the application of A. Weber's theory to
contemporary lndustrial location, the problem of new producta which did not exist at
the beglnning of XY century is very important. The theory of A. Weber was mot
apparently evaluated from this point of view. .

The ;second part of the discussiou of the locational implications of tachnical
progress will be restrirted to the following topics. o

(a) The locational implications of mechanization and automation in the

, manufacturing industry.

(b) The locational implications of the decreasing importance of material

inpute in manufacturing industry.

(c) The locational implications of technical progress in transportation and

comm. xicatiqn.
(d) The forecasting of technological change and industrial location.

(a) £ mechanizs 1 and @ tog; tion in

The prdcebses of mechanization and automation are very important factors in the
develbpment of manufacturing industry. 1In recent Yyears, the prohlem of automation
in particular has been treated with rpecial attention, but the scale and rate of
introduction of automstion in manufacturing industry should not be overestimated
because thers are two obstaclee: ;

(1) technological - the application of automation is possible only in

~ relatively few mamufacturing industries. |

(11) economic - the application of automation 1s in most cases a capital-

1 ' ' inténaive operation.
| Contrary, therefore, to the fears and hopes of the early fifties, automation
did not introduce a revolutionary change into the industrial labour market. But, at
the same time, there is no doubt that the growing mechanisation and autometion of

1 - e Aocatdonal implications of this prooess in the Soviet Umion are desoribed by
: § M. Vilensky in the following \fay:y ) '

! Oomprehensive mechanisation and automation is not the prerogative of any

.. particular region. The reduction in labour input resulting from technical

~ . . 'progress is not a local process,  With the general introduction of '

‘ ¢ nechanisatien and sutomation, the location of manufacturing industry in
regions wvith limited labour resources will not have any advanteges.
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Furthermore, even in conditions of diminishing labour input, the absolute
labour requirements of these branches of industry will remain substantial;
it will be easier and cheaper to meet these requirements in the western
regions of the country than in the Siberian and far eastern regions.'

This statement of M. Vilensky raises a very interesting problém: is the
application of mechanization and automation really an ubiquitous procoss? From the
technical point of view the answer is "yes". From the economic point of view,
however, it can be argued that inside a given country the rate of application of
mechanization and automation should be much faster in regions where labour is scarce
than in regions with abundant labour resources.

The experience of the Soviet Union may be said to support this point of view.
The gient industrial plants located east of the Urals represent the highest levels of
mechanization and automzation (see Table 10). |

TABLE 10
Fixed assets per worker in the industry of Eastern Siberia

the average for Soviet Union = 100

Total industry = 123.6
Metallurgy - 85,1
Fuels ' ' 63.5
Enéfgy . ; ' 125.8
Engineering | 141.9
Chemical , 186.0
Lumber and paper 114.7
Construction materials 117.4
Light industry | o 93.7
Food industry ' | 5.4

Source: E.P. Golbunov. wm_mmw
projzvedstva, SSSR, p.153

Tﬁe problem of location of automated industriea can be formulated in another way:
vhat mnntqoq and disadvantages in a given region will arfect the mwth of
sutomated industries. This approach is preaentod by J. Paelinck (-Q pqol 48 and 49

Process and new product innovations generate two types of inter-connected changes
in the material inputs of manufacturing industry which are valid from the point of view

of locational analysis.
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The first change can be described as the groving efficisncy ir the transformation
of new materials used as inputs .‘v The dscreasing amounts of coke inputs per one ton
of steel produced, or coel inputs per one Kwh of electric energy, can be quoted as
typical exampler,

The second change is the growing role of substitution between dif “erent material
inputs.g/ Examples of this substitution are: aluminium replacing oopper, plastics
replacing metals, and synthetic fibres replacing natural fibres.

The growing efficiency in the transformation of inputs and the increasing
possibilities of substitution, betwsen +hem generate the following conhoquencea for
the location of manufacturing industry: Rrimo, cetaris paribus, there are more and

~more choices in the process of the selsction of industrial location; secondo,

Lataria paribus, the significance of materials for industrial location is being
reduced and the role of markets increased. However, we have to stress that the
markets for intermediary products as well as the markets for final products are
- This phenomenon was analysed by Ch.D. Harris in the following way:d

! Attention needs to be directed toward manufacturing as the main source of its
own materials. An industrialist searching for components for a product may
not look directly to the forests, mines, or farms of the country, but rather to
other factories. FPour-fifths of the industries in the United States utilise
materials that have already been processed by other industries.!

The problem of good access to markets and to besic inputs is considered as very
important in the typology of regions, which exhibit different potentials of economic
grovth,

| This typology, presented in Teble 11, is a good framework for the evaluation of
industrial locations. There exists a big difference - in the locational advantages -
between region No.4 and in region No.13. . |

y “?76.”13:’“’ Hoover, The Location of Zconomis Activity, Mew York 1948,
P .

d/ Compare: Ch.D., Barris, The Market os o factor in the Localisation of Industry
» Annals of the Association of American Geographers,

. Val. XLIV, December 1954, No.4, p.341.

-
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A Schematic Presentation of Types of Regions that Can Exhibit Different
Potentials with Respect to Growth

Good access to basic inputs#
from external regional and
national sources

Poor access to basic inmputs®
from external regional and
national sources

Good access to
basic inputs in
home region

Poor access tc
basic inmputs in
home region

Good access to
basic inputs in
home region

~ Poor access to

basic inputs in
home reglion

Poor access to

region

#1

#2

#3

#4

and national markets

region

Good access %o

E
f
§
:

frogion

and national markets

markets in home | markets in home markets in home| markets in home
region :

Good access to external regional
Good access to | Poor access to

* Not only basic resources but important intermediate sources need to be considered.

§OTE: Roman numsrals indicate mmber of %"good* acosss dimensions, and suggest
relative over-all locational advantages or disadviiitages.
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Technical progress in transportation and commnication is one of the most
important elements changing the conditions of industrial location and of inter-
regional and international cpecialiszation.

. The trend of diminishing tranaportation costs roducu tha importence of
tranapomtion as a factor of induatrial location, which was stressed in the
first section of this gtudy. Y The growing efficiency of tranaportation mten is
also one of the neceesary conditions for the increase of the size of plant tm.ch
has definite locatlional implica.tiona.y ' o

No attempt ic made here to extend the classical amlyais of the locational
implications of technical progress in tranaportation.}/ Instead, attont.ion is
focused on the rolatively new Phenomenon generated by the rapid improvement of
‘commnication and information systems. This 1s the development of separate
locational patterns for management and for production in 1nduatry. One can
indicate a growving oumber of cases where the traditionsal solution of having both
production and mansgement in the same place is no longer wvalid.
~ There are even specialists who consider that the decentralisation policies
influence the location of production much more easily than the location of
numgmnt.
ma problem of tochn:lcal progress is so 1q>ortant that the duign of any
3 programmes of industrial development and location should take the forecast of
3 technological change as a starting point. This analysis should identify, m,
the emergence of new industries cteating new problems of location, and aeconde,
in vhich of the cx:l.ating 1nduatr1n the 1qnct of toohn:l.onl promu vill ohlnp the
basic factors of location.

The correct forecast of these two phencmena 1s a necessary ooxﬂition for the

design of optimal prospective programmes in the field of industrial dmlop.m. nd
location.

'

V Oompare p. 2-6 of this Study.
ymp.uotmosw , :
k74 Compare A. Probst - mp.m-m, cndl.!.ﬂom M p.]&-l’ll,.

T o e A

S TP Wl WM e - i i




E/ECE/462
page 37

6. Ihe interrelations of the location of a plant and enterprise.
In locational studies the plant is recognized as the basic unit since, the |

choice of location is of necessity exprossed in terms of technical and physical
facts. But thers is no doubt that the enterprise rather than the plant is the
unit of lowest order in the process of investment decisicns. From this point
of view there is a justification for raising the problerﬁ of how to reconsider tha
approach to industrial location if the enterprise, and not the plant, 1s accepted
as the basic unit. Y , .

This 1s especially important when eccount is taken of the trend towards
the location of the management and the productive plants of an enterprise
in different places, and towards the growing significance of multi-plant
enterprises.

1. m_;mm;mmm '

There are two approaches to regional planning. 3/ The first approach is the
continuation of the physical planning traditions and is very closely interwoven
into the devalopment of town planning. This approach considers the land-use
problem as the most important in regional planning. -

The second approach - a relatively recent phenomenon - is the result of the
growing recognition of the necessity of considering the regional dimension of
national economic growth. This is the economic approach to regional planning.

. In discussing the problem of industrial location in relation to regional
planning the relevance of these two approaches will be analysed separatesly.

4/ Compare: Chapitre 16, miummm in the volume by
J. Desroussesux, L'évolution économique et le oompartiment ‘industriel,
Paris 1966; and R, Vals - WW,
Harvard Business Review, Mar 1964, p.l2.

2/ A. Euklinski - Regions ; . .
Background Paper No.6 -mr«mmmno confm ontbol’hmiu
Development of New Towns, Mosoow 1964.

B 5
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1

Industrial location as a land-use groblenr/

, In traditional physical planning the negative consequences of
industrial location were considsred in the first place. The physical

planners called the attention of public authorities to the negative
influence of industrial locations on the development of towns and |
regions, to the pollution of air and water by industry, and to the
destruction of aesthetic velues of landscapes of different types.

The results of these activities were incorporated in all kinds of
zoning laws or other regulations in an attempt to eliminate or to
diminish, for a given district, city or region, the negative consequences
of industrial locations. It should be stressed that the phys*..:al
planners have often made an important contribution to the education of
reckless anti-socially minded industrialists, in the mobilization of
public opinion against them, and in the creation of the recognition of
the fact that industrial location is not only the problem of a given
enterprise but also the problem of the local, and sometimes regional,
community. At the present time, this function of physical planning is
- putatis putandis - recognized in most countries. There are three
factors responsible for the different treatment of this question in
different countries. The first factor is of an institutional
character. It could be said that in countries where the socialisation
of the economic system is mors fully daveloped, the influence of

B physical planning on industrial location is stronger. The second

' factor could be called the welfare factor. It could be said that in
countries representing higher levels of economic development and

o higher levels of per capite consumption, thare are more possibdlities of
% v inducing industry to recognise the non-economic problems of industrial
location than in the l‘eas-déiéloped countries, |

1/ The land-use approach is sometimes called the "commmnity approach®.
Compare: H.A. Hossé, Aspects of Industris eation in the 4 :
UN, Boonomic Commission for Asia and the Far Iast, ok, 1965,

This publication presents a very good example of analysis of
industrial land-use problems in the developing countries.

>
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Tue third factor is the relative scarcity of land suitable
for industrial locations. This facter i1s eapecially

important in small countries like the Notherlands or Switgerlsnd,
where a proper land-use pattern is the most important problem of

ndustrial location in regional oconomic planning and programming.
The approach of an economic regional planner to industrial location
is in most cases different according to whether the planner
represents a "weak" or a "strong" region. The regional planner
of a "weak" region is first of all interested in the attraction of
nevw industrial location and in the creation of new jobs in the
manufacturing industry for the growing labour force, His success
is dependent not only on the objective conditions of the given
region but also on his ability to edjust his aryguments to the
locationel demands of modern industry. This is tho problem
faced by the regional planners in under-developed regions.

The regisnal planner in the "strong" regien is in a different
situation. 1In such regions industrial expansion makes labour even
soarcer and raises the cost of infra-structure investment still
more. In most cases, therefors, regional and urban planners of
"strong™ regions are in the first place concerned with the growing
social costs of industrial expansion., They point out that the
external economies of an individual plant are counterbalanced by
the growing social costs of the expansion of big metropolitan areas.
This is an extremely diffioult and important problem of regional
and urban soonomic analysis which can be illustrated by Figure 3







E/ECE/652
page 41/42

Fig. 3.
Hypothetical economies of scale with urban size

[ otal economies

_/-Trans rtetion economies
§ - - m
41 o/ \

ucation econoudes \

Annual net economies ($ million)
\,
\
3
&

1 p
1,000 10.000 100 000 ,ooo 000 \ ,
Population .

\
Source: W.Isard, Location and Space Economy, New York, 1956, p.187.
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In commenting -n 15 rrenk W, Isard stresses the hyprtheticnl char.cter of

. . . . . , 1
thi~ wrocch: it .3 rly -«n illustration ond not o seluticn f Ll prnbl;m.—/

9
in this field. Hevertheloss, sore :uthfrs+/ neve prepered empiric.l studies
cn th: relative costs ~f sxpansicn ~f eitios of different size. The full ond
satisf .ctory s-lutira f ‘his preblem weuld Le en importont inducement tn

roconsider the sonroach te oxternsl sesnomics of industrial lec-tion.

ara nost importont: the pnlicics frr ancceler:iting the growth of undordevelopad
regions, the policies for acceler- ting the growth of depressad regicns and the

nolicise for contrclling the growth of over-congosted arecs. In tho subsaquent

peragrerhs of thos Section th: relsvancs of these jelicias regarding the locrtieon

~f industry will be oxeminod.

2. Industrizl locaticn and the problen of underdeveloned regions

Bur »con exporisnes in difforont ettempts te solve the nroblem of underdevelopad
regisns hes been par'iculerly intorasting during the past 15 yetrs.z/

If attention be conesntretod on the experience of three countries - Itrly,-lt/
Poland ond Yugosl ina,-s-/ there wrise & number of problems for discussion and some
cenclusions cen ba put forwerd.  The first problem is that of timing. The following
questiﬂn' hes te b: answered: whon, and at what stage of cconomice development can a
perticul :r cruntry start a succassful nolicy for promcting rapid aconomic growth in
undar-develcped regicns.

Thera are tw points of view in this ficld. The first »ne stressing that from
the start the preblem f under-developed regi-ns shruld be c-nsiderad as cne cf the

mest important problems of national « - ‘nonic policy. Tha second sppr-ach considars

that the successful sclution o~f the prebler o f under-develepad regions cen be nchievad

cnly at a higher stope of 2concmic development, when a eruntry has alre.dy solved tha

basic problems of econsmic and social transformation,

Compars: W. Isard, Lecaticn and Space Economy, New York, 1956, p,182-188.

the volume City and Regicnal Pla?nring in Poland, Cornell University Press, 1966.

Compar:: Third Meeting of Seni‘r Economic Advisers » Secretariat Paner No.1,
Selected Problems of Regicnal Pclicy.

For 2 synthetic evaluation of the Mezzogiornc experience, see N. Novacec,,
Efficacité des Mesures de Politique Economique Régionals, Un c2s globel Le
Mezzogiorno. Collique annuel del'Association de Science Régionele de Lengue
Francaise, Namur - Scptembor 1966.

Comoere: M. Mladenovic - Pcgt-iar Devclonmeent in Economicelly Under-dovelopad
Republics and areas. Yugoslav Survey, April/Junz 1965,

NN

There ~ro very ausoreus therreticrl, rothrdnlopicnl ond cempubtiti-nal difficulties

If Eurcpern cxperionee in the fisld of regionel seonomic planning and nrogrerm-

ming is considered, there would “pp=ar to be threo types of regioncl »clicias which

¥.G. Davidcvic, Resselenie v promyshlennyk uzlcch. Inzhenerncekonoud cheskie osnc
Mogcow 1960; B. Malisz, Urban Plenning Thoory. Mathods end Esulta, Chopter 2 of

R
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Comparing the experience of Yugoslavia, Poland and Italy it may be said that in
all three countries, policies for accelerating the economic growth of under-developed
reglons were announced already in the late forties, but the problem did not begin to
be solved on a large scale until the late fifties and it is still recognized as a
problem of the future.

J. Pajestka summed up the Polish experience of the years 1950~1960 as followsr‘v

"Policies and planning of the economic development of the country were
concerned with the basic question of raising the level of the economy as
a whole, whilst the development of separate geographical regions was
subordinated to general strategies of eqonomic development. "

It 1s perhaps worthwhile to quote the salient items of the discussion on the
under-developed regions in Poland in the years 1950—1964.2/

"The starting point for this discussion is undoubtedly the following
qQuotation from the Six-year Plan Bill voted by the Polish Parliament in
19 * '... during the planned period a long-term process will be
commenced leading to a more balanced cistribution of the productive forces
and also of social and cultural facilities over the whole country.

The aforesaid principles of the Bill have been readily introduced into
scientific and popular literature dealing with the principles of
distribution of industry. One of these publications says: fThe most
important and predominant principle is the tendency to a more equal Y
distribution of industrial plants over the whole area of the country,' *

In the middle fifties the assumptions of the localization policy of the Six~-year
Flan have been subject to a thorough analysis. This has led to an svolution, which
still continues, of the overall views on the transformation of the regional structure

of industry in Poland.

J. Pajestka, A
Paper prepared for the Third Meeting of Senior Economio Advisers, Geneva 1964, p.2.
Comparo, A. Kuklinski, £ _Industry in Paonla's

Roland, Geographia Polonica, Warsaw 1966,

Bo ’h.].ill, 3. xowm, 18 0 1 8WO0 X1 DA ACOSLATLACED f AR
%ﬁj (Aotivisation of insufficiently economically developed Woivodships' in
5). Polgos, Warssawa 1952, p.7.

B. Maliss, WW. (Localisat:on of industry.
Gansral principles). Pénstwowe Wydawnictva Technicsne, Warssaws 1952, pp.77.

t ¢ w v
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There follow three quotations exvlaining the trend of this evolution.
In 1956, K.Secomski stated his attitude towards the problem as followet;/

" Undoubtedly, one should first of all refer to the most commonly
presented leading principle of the distribution of productive foroces,
formulated in most cases as the principle of equal distribution of
productive forces in the country. Instead, it would perhaps be more
proper to say "the principle of rational distribution” for, of ocourse,
the thesis of equal distribution must, as a rule, be supplemented by a
oommentary. This, however, is not & problem of a mechanically equal
localigation in the whole country, but of a good choice of alternatives
of loocalization enabdling the full utilization of natural conditions of
development of individual regions, bearing in mind the problem of
equalizing tho level of development., It is, therefore, wiser to use
the definition of rational distribution of productive forces in the whole
country."

In 1958, K.Dziewénskig/stated that:

" In view of the experience in building the basis of the socialist :
eoonomy it seems that the above principle should be differently formulated i/
or replaced by the principle of equal possibilities and equal chances of
sooial and economioc development of the population in all parts of the
country, of giving to their inhabitants similar living oconditians and
standarda., This prinociple will continue to be the aim whioch in the
oiroumstances of continuous development of human society and its economy :
will never te achieved in an absolute manner." )

The experience and discussions held during the years that followed finally
led to the following formulation by K.SeoomsXkis

" As a rule, in each country the cxisting situation in the field of
the distribution of the productive foroes will always cause some
reservations. Only perspective planning of the economic development
allows the introduction of the required ochanges in regional proportions,
thus achieving some additional economic advantages. At the same time, it
is true that inter-regional diffarences as regards the level of

'8 " industrialisation, intensification of agrioculture, umeven distribution of
ocommunications, defiociencies of seitlement network, differences in the
living standaids of individual regions, etc. - may only be reduced step
by step after implementation of several stages of economic policy. '

*5600 ’ ef teoril rosmiessosenis si sfros ¥ _gos
sogjalistyocsnej. .(The problem of the theory of distridution of productive

foree in a socialist economy). Ekonomista 1956, No.2, p.14.
2/ K. Dsiewénski,

Drsepirgenne Polski. (Chapges in the distribution of productive foroes
the spatial woonomy in Poland) Inwestycje i Budowniotwo 1958, No.7

3/ K. Secomski, Pm__:!__:.nfblem mieds 'mﬂ&%mw
tle teorii rosmiesszcsenia sil wytworosych International and inter-regional
division of labour from the point of view of the distritution of produotive
foroes). Exonomista 1964, Ko.4, p.735.
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"eoe 'The 2foresaid problom is rcally extrouncly complex.  Diffcercnces
in the trends of developnent of the particular regions, the nccessity
for bringing about e proper distribution of tesks, consilcring the
problems of individual ratc of growth >f cach region in view of the
premdises of the overell social interest, lead to the formulation of
highly complex ceccisions in the long-run cconomic plans sceking an
optimum for the whoic country!,"

The sccond problem is the role of industrial growth in the transformation of
under-developod regions. European cxperience in this field is well summarized in the
following quotation frem a Yugoslav paper.y

".  Industrianlization constitutcs the basic method of speeding up the
development of oconomically under-developod regions, because it makos
posaiblo tho meximm: rate of increase in social productivity and thus the
most rapid rise in income, the full utilization of the available factors
of production, thy fastcst possible chango in their backward economic
structurc and, on this basis, thc most cffcetive intcgration of thesc
regions in thc national >conomy."

It is interesting to note that until the middle fiftics in the promotion of
economic development of southern Italy the problems of agriculture and infra-structure
were considered as a first priority: arcund 1957, however, the Cassa por il
Mezzoglorno changed its attitude. 1In a summary of the Italian experience in this
field the follcwing statcment occurs:'z-/

n The necessity therefore arose, in about 1957, for an efficacious
policy of industrialization, thc primary condition for the expansion of the
plan for assistancc drawn up by the Cassa per 11 Mezzoglorno. It was not

[ cnough, for this purpose, to crcate conditions -comparsble with those
prevalling in industrial arcas. It was rightly recognized that the actual
presenc: of industry would alone bring about all these conditions. It was
therefore necessary for tre State to providc stimlants or encoursgement which
would result in attracting private industrial initiativo."

The third problom 1s the pattern of distribution of industrial investment within
an under-developed region.
% The experience of all threc countries supports the conclusion that industrial
investment should bo concentrated at certain well chosen points - which could be called
the poles of industrial growth.

- 13,4 e(2]. ;,:"‘ Oli8 SHus-bie ) RO O § EOALE t
of the under-dovelopod arcas of Yugoslavia). A paper prepared for the Third
Meoting of Senior Economic Advisers, p.6.

' ards

if " n rito ‘ : pmspeo intervantion
varying with regions and in accordancce with territorial planning in Italy),
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The Italian approach Lo this problom has tcen described in the following wv'l/

" 1n 1959, drawirg in particular on certain interesting experionces
in othe~ covntriss, the policy of speeial intervention was directed
towards tue determination of certain arcas of the south where the
establishment of »n integrated system of private equipment would allow
the most productive rosult to be obtainad, and, at the same time,

the mexirm ecounry of effort for he public avthorities providing
asslstence. The aceas wer'd, mo ocver, he those where industrial
concentration would provide, resides the adventages of a faster rate of
progress rasulting ‘eom 143 multiplying effects, also the possibility of
the integration ol the productive system which was indispensable for
sotting in moticn the nachinevy of expansion which provided its.own
momentw. Ubvicusly, the offectivencss of this new trend depends on
the choice of ircre. wh' ~b muet not only ~ffer real possibilitdes for
progress anG show the fisst signs of a procesa of industrial growth, but
also, by being s«clatively limited in nuaber, cnable assistance to be
provided *n keeping with tie¢ financial resources of the Cassa per 11
Mez7ogiorno. "

The fonurth problem is the evaluatioin of the role of big industrial plants in
the transformr.tion of under developed regions. Here agein the experience of Italy,
Poland and Yugoslevia combines to support the point of view that tne construction of
onc o» several big industrial plants or multi-plant enterprises is a "capditic _aine
gua. pep" of the “ransformetion of an under-developed region.

.,

A% present, the economic and social consequences of the construction of big
industrial plants in undoer-developed regions in Poland are tho subject of numerous
resoarch projects promoted by the Polish Acadeuy of Sciences.

The problem of "The leading firm in an area" 1s progsented in a very interesting
vay by F. Perroux.

In an attompi %o <ummarizc the conclusions in the discussion of the topis of
industiial location enc the problem of under-developed regiocns the following
generalizations can be made: a

(a) The problem of under-developed regions can be solved only vithin the

"/ framework of long-term econcmic policies, which aro fully effective only

when a country bas already eolved the problem of baslic transformations of
1ts national cconomy and has roached the stage of sustained eoconomic growth.

Expérd ances e porspectives, gp,cit. p.6-7.

Compare the rublications of two Committees of the Pollish Acedemy of Scisnces. Zha
Caapd tiee tor tho Resestel f lnapsicialized Peglons, and the Comittes of Joatdal
Econany. srd Rasongl, Plannipe.

3/ F. Perroux. .h..ﬁmm;ﬂm.ﬂumﬁnﬁn-mh_&m- (The
loeding firm in ar avea ad tho leading area), Cahlers de 1SEZA, Supp. Bo.11d,
mes's 1961, Série AD, no 1.

AN
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(b) Industrialization in the great majority of cases 1s the most importent
item in the programme of economic and social trensformation of an
under—developed regic..

(¢) Industrial investment should not be dispersed but concentrated in
well chosen poles of growt!r]-'/ in the under-developed region.

(4) In the industrialisation programme of an under-developed region a
special function is performed by the big industrial plant or ml ti-

plant enterprises.

{ N D8 DIO Suile genressetd IeEA00s -
In most cases the problem of depressed regions is recognised as a problem of

a small group of countries, which had already achieved a high level of development

during the first industrial revolution. In these countries the structural changes

in industrial development create especially difficult problems in those areas which

were specialized in industries with a high rate of growth in the nineteenth century

and lev rate of growth or even regression in the twentieth century.

Analyszing the Pittsburgh case, E.M. HoovarZ/ makes the following remarks on

the problem of arrested growth.

"  The development of a region, like that of a nation encounters from time
to time cruoial situaticns in which the future course hangs in the balance
and can be influenced by some really major planning decisions. A forking
of alternative paths appears. One of the alternatives may be a further
growth, along a new line, and the other may be stagnation, siniing into a
"trap" of arrested developments or even regression.

These crucial situations present of course the biggest challenge to our
inglent into the growth-determining factors involved. The stakes are highest
and the revards for correct decisions, in termes of economic progress, are at a
maximm in such conjunctures.

This paper focuses on the case of a mature industrialised urban region
threatened by stagnation. Typically in such a case, the rate of growth has
been more and more sub-normal for many decades. Unemployment 1s high and
chronic. BEmigration is heavy. The dynamioc growth character that brought
the area's economy to its present importance seesms to have faded siay. There
is a feeling that unless something really decisive happens, stagnation wvill go
on indefinitely.

1/ Compere, P. Perroux, m_mj.’.mn (Noto on the
oonoept of the development pole), Economic Appliquée, No. 1, 1955. - -

2/ B.M. Hoover, Config 9legcenos 'he_Pittsburgh came. 4 peper
' .prepared for the Third Meeting of Senior Eoonomic Advisers, Geneva 1 :

- ¢
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Such a situation can of course arise in a region whose economy is
based heavily on a few industries which have thomselves ccascd to grow or
begun to decline. But arrested growth in e region may also mcan simply
that the factors of inter-regional competition have, in specific industries,
teken a trend adverso to that particular rogion. Tho roglon's difficulties
are compounded if RQoth of the above conditions apply, so that it finds itself
with shrinking shares of shrinking industries.”

Great Britain was the first country where the problem of dopressed regions

was recognized as a problem of nationel economic policy.
Deseribing the prosent situation in this field, D.J. Robertson and G.C. Oanerouy

discuss the issue "Development cr Redevelopment” in the following way:

" This is a point of considerable importanco for the British economy
since most parts of the British economy have already been the subject of
substantial development of onc kind or another at one timc or another.
The ecssentizl n ture of the regional problen in most arcas is that of
rodevolopment and reconvorsion. This is particularly the case in the
older industriel regions. The Scottish Highlands and some prosperous
agricultural ereas which are suffering loss of employment through
increasing mechanization are, of course, exceptions to this statement.

In cne sonse redovelopment and reconversion are easier problens to handle
than the task of developing a region which is completely lacking in social
capital cr industrial expertise. In another sense the problen is nore
complicated as it involves changing, often radicelly. a long established
physical environment and traditional attitudes and institutions." Y

The last opinion is expressed tos by the Belgian rapporteur, A. Detros:

" Practice has, in fact, shown that it is still moro difficult to find

a remedy fcr the ageing, and lack of adaptability, of an 514 industrielized
region, than to bring about the development of regions which have remcined
relatively retardod, but which posseas important but insufficlently utilized,
resourcos. It must also be said that, in the meantime, tho closing of coal ~
mines and other old industries has gono on faster and that the first results i
cen no longer be seen, since the situation hae subsequertly worsenod,’ t

1/ Compare: B.J. Loasby, gp.ait. and Politdcal and Econondc Planning Beport on the |
leoatdon of Induatxy, London, 1939.

2/ D.J. Robertson, G.C. Cemeron. Ihe Bagkwerd Arcas in Industrialized Countzdasi
, Glasgow 1965, p.8. 4 report prepared for Buropean Co-ordination
Centre for Rosearch and Documentation in ‘Social Sciences, Vienna.
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It 1is vJeyr difficult to draw a clear—cut conclusion fron the evaluation of
J. Paelinck., There would appear to emerge a negative one that both the rural
and the depressed areas are no. vhe besi possible piaces for the location of modern
automated industries.

If the comparison be confined to manpower problems, then, according tc
J. Paclinck, the level of skills is higher in depressed areas, but tho mental
attlitude 13 better in rural areas. In some cases tho negative mental attitude in
rolation to medern industries may be considered the most important obstacle to the

industrial roconveraion of a depressed rogion.

. OECD mropean Oonfamoeand Hanpower
aspects of Mtomation and Technical Change, Zurich 1966.
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PREFATORY NOTE

Lo Ir itc resolutica 7(XVIII) the Economie Commission for Europe requested the
Lxrzcative Secrstary to prepars; as pert of his normal economic research activities and
1# pecassery with the sssistance of go’ernmental rapporteurs, a study of a method-
ological nature on the criteria determining the rational location of industrial plants.
In pursuance of this resolution the Executive Secretary approached interested ECE
governrents in order to obtain information of a methodological nature on the sub ject
end also jr. 'ted these governments to appoint a rapporteur with whom the Secretariat
could consult jn the course nf the preparation of the study.

2.  The present study was prepared by the Secretariat with the help of Dr. A. Kuklinski,
Fxeculdve Secretary of the Committee for 8patial Economic and Regional Planning of the
Polish Academy of Sciences, acting as a consultant to the Secretariat. During the
proraratioas the Secretariat kept in touch, as necessary, with rapporteurs appointed
by the governments of Belgium, Bulgaria, Deumark, the Federal Republiz of Germany,
France, Greece, Polard, Sweden the Ukrainian SSR. the United Kingdom and the United
States of Anerica.

3. Tha study attempts to provide an overall picture of ths experience of ECE
countries ir the application of varicus eriteria for industrial location. Teking into
account the institutional context of the economies of these countries, the study
focuses meore particularly on the growing importance assumed by macro~economic criteria
anc on the basic change affecting the mechanism of the decision-making process of
irdustrial location. The effects on lccational factors end criteria of the more
significant devoiopments in industirial technology, economic management, regional
pPo’icies and economic integration cn an international scale are examined in some
detail. A special section of the stvdy is devoted to evaluating the relevance of tke
experience derived by industrialized countaies to problems of industrial location
faced by developing countries.
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Section I

THE TRADTTIONAL‘éyg.MODERN APPRCACHES TO THE CRITERL. OF INDUSTRIAL LOCATION

1.

Y
4
74

General remar

The classical formulation of factors governing the location of industry in the
first industrial revolution was presented in the well

Weberl/in 1909.

The main items of Weber's theory can be summarized in the following way:

(a)

(b)

(c)

The avthor uses the micro-economic approach establishing a methodical
framework for the selection of the optimal location of an individual
enterprise.

The minimization of costs of the individual enterprise is chosen as

the decisive locational criterior. Weber introduced the notion of

a factor of location defined as:

"a kind of clearly distinct advantage, which arises in eccnomic
activity when this activity occurs in a given place or generally
in & given kind of place"2/

According to Weber the most important influence in the choice of

location is the inter-action of three factors:z/

i. the factor of transport costs, which establishes the basic
framework determining general location.

1i. the factor of labour costs which introduces a distortion,
into the basic framework -- attracting those activities for
which the labour factor is more important than the transport
factor.

iii. the factor of agglomeration which introduces a second distortion

into the basic framework - attracting those activities for
which the agglomerstion advantages are more important than the
minimization of tramsportation costs.

The theory of Weber was subject to very lively and extensive discussion in the
years following its publication but for quite a lorng time its most fundamental
premises remained unchallenged.

A. Weber - ﬁber den Standort der Industrien, Tﬁbingen 1909
A. Weber, ~p.cit., p.16.

Compare: H. Meyer-Lindemann. Typologie der Theorien des Industriestandortes,
Bremen, 1951, p.50.

Ks on the location of industry in the first industrial revolution

~known publication of Alfred
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Ths industrial growth of we uxf-rity of ~vercongested areas can be recognized
&8 ropresenting lype 1. whero cven a ver: 137 rate >f o owth gonerates a large
volume expressed as sn fpcrease n abso’twe nunmbers or por rosq. km.

M0 high rave of induetiiald growth ~f tbe undex dosaloped region of Bialyetok
creatod 1.5 new johs par 1 sq ku, whercas the low ra‘e of ;rowth of the over-
congested region of Upper Silesia erecated 48.5 now jobs per 1 sq. km in the same
time (seuv Table L4). .

The !l-mited vaccesne ot diffevant pol.ci es"!"/ ajued ut controlling the process
of Incustrial growth of -vercongesced arces can be explained in the following way:

Primg: tho indvetrial exdansion si' overcongested arocas is implemented

mainly through the extecusicn of exi:sting plants. In this case

supervision it much more dificuit +han in the case of the construction

of new plants.

Seqondg: the industrial managoers who overcstimate the role of external

economies in the devel~iment of a plant have in quite a number of cases

greater bargalning power than the urban ard .ogional planners who

correctly indicate the cumulative consequences of the expaneion of

industrial plants, in growing social costs,

There is also a technical aspect of this conflict: both in the

planned and markct neonomies the methods of computation of the costs

of industrial plants sre mu~h nere dorelopad then the methode of

computaticn of the sccia’ rosts of the expanc’on of an ovarcongested

area.

Anelysing the future trends of industrial expansion of overcongested
areas two phencmena have to be considered. The fir:st phencmenon is the
diminishing role of manufacturing industry in those areas. Table 15 clearly shovws
the trends in this field in ihe Parisian region,

1/ Compare: 1.ird Meeting of Senior Economic Advisers. Socreterial Paper No.l.
Salsctad Froblems of Regiouel Poligv, p.36-38,
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Fig.6 -

The rate and volure of industrial growth in Pclanc 1946-196C
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The second phenorenon 1: the fact tha® "is 5.’ ims cererte io o un ¢
explained only by conomic factors. Thin Lomis 2 Laovbo L g o) gv0 o2 wbod whoas
problen. Yhen the high level of wocial couta n worcong 1ted metes « i 'ar  rees ia
analyzed the simple quostion has to e anaverva, would i Seepe rea. ¢ erhagge
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Discussing the problums of the so-called ovorwiywst: i arins fw shms.d smslder
the folloving stataaent of i.. ‘,.'isa,‘v

"Although s-ne students of citics hrv  urousa that, or b lance Lhere are aefre
advantages than disacvantages in oFuil city growth, ooiv writers have Bean al
pains to condern the big city. The growti of city reglone wdoublodly brtings
waany problems, but ‘n itsel! cannct be catagurissd .: be’ r hamiul. The «ivy
region is o characteristic urban forw of our time and our SOy ap mwsh Lt
existence mist be acceptod and planned for, to incrcase its aivantages and te
decrease its disadvantagos. The cit) region ttsolf refleects shanges Lo the
distributicr of populotion taking place ovor wider areca:  distribition edjusting
themselves to changing goographical value:. The population dlstribution aap e
a restless one; the movamants in it are often out of shase with “he sooanaale,
technical ond socinl changes that arv the operating causes ., aln Lask Fur

———— . ———

1/ L. Wise, The City Region, .dvancement of icienc. . Fobuary 19, . W85,
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sumter of lwatione]l choloes. a0 atleup! 13 buing mode to noke the distinction
wtuwen uwbiztrial inwest unl orogromeacs vhich are spatially clastic and those which
are spatlaii; inclastic. in the first casc there is a large number of locat!onal
ohatose e so~owd, locational choles is oxtruncly restrictod as a conscquence of
the oot i ad techn. l gical pettom, which hns boon adopted.

™en would seass Lo e (our foc Hrs vhich, in diffurcat ways, contribute to the
41 fforentiat w »f the satial clasticity of industriel growth.

T™he rate of fndustrial growt. is without douot tiw first factor. (Ceterjis paritus
s high rote of growth genorates 1woro locetioncl choices than a low rate. The ceterds
A cmartion e vory L xrtart becauss it is possiblo to have investment
rrograses casoclated with very high rantes of iadustrial growth, which are spatially
{owlastic, wonuss the investownt 1s cllocated first of pll to oxtractive and heavy
industries, whure the locetional choices are oxtremely rcastricted.

™ second fuctor eould be doacribed as tho share of new plants in total industrial
Anveetment. This is an inportant factor restricting the spatial elasticity of
iavestmant progresews in industrially developed countrios, where more than 60 per cent
of Ladustria) invostment is allocatod to the expansion of oxisting plants. In this
situation the problu. of locational choico should perhups be interpreted in e
different way frou the problem of selection of plcnts for expansion, considering the

oonsoquences of this oxpansion for different towns and rogions.

v
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The third factor could be described as the share of footloose industries:y
in total industrial investnient omd sspeeicllv in +ha construction of now plants.

One of the conscquences of nodern trends of industricl doveloment is the growing
share of footloosc industrics and, ceteris aribus, growing spetiel clasticity
of investment programmes. To illustrate this point, if in a country tho size of
Poland it is decided to build a new cenent plant, then there are porhaps fewer
than 20 locations fron which a choicc can bo made: if there is a docision to
build a new metal-proccssing plant, thon there arc perhaps more than 200 possible

locations. The first casc is an cxample of ~ so-called localized industry, the
second case of tho so-called footloose industry.

The growing role of footloose industries is described by the Belgian Rapporteur,
A. Detrozyin the following way:

"It secias to us that the most striling factor, affecting the changing relative
velues of tha eriteria deternining tho location of industry, is the growing
inportance of processing industries, which are heavy users of labour and,
unlike besic industries, more closely linked to their markets than to their
sources of raw nmaterials. Basic industries, which are vary dopendent on their
sourcos of raw materials, always very bulky, have always beon associated with
well-dofined locations. The growing iuproveuent in means of transport of
goods has alsc played an important part."

The fourth factor can bo described s the growing share of large plants in !
total industrial investment and in the construction of new units. This phenomenon
moans that industricl.investment is allocated to a diminishing numbor of locations.
According to W. Lissowski, in nodern industry therc oxists a trend towards a
"diminishing mumbor of now locations for the achiovemont of a postulated growth
of productive capc.cities."z/ W. Lissowskl uses as an oxample the diminishing
nunber of new plants construoted in Poland: In the years 1950-1960 about 400 new

medium-sized and large plants were built in that country; in the years 1960-70
this number will be not more than 300 or so.

o A gl M k. 6

&/ The tern of "footloose industry" is used for examplc in the volums Industrial
ation anud National R

Y VA VO N W 1%3. ptmo

2

Warsaw 1965.
4/ Y. lissowski, gp.oit.
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The Polish casc illustratos well the two trends which cxist in modern industricl
growth in somc countrics. The diminishing role of investucent in new plants ond
the growing rolc of large plants in the sllocation of industrial investuent. These
two factors reduce the spatial clasticity of investisent programmes.  However,
there is no clear-cut conclusion in this field. Some trends of modern industry
increaso the spatial oslasticity of investment programmes and sone trends act in
the opposite dircction. Neverthelcss, the problem cxists and should be a%ways
investigated in order to avoid nisunderstanding in the attempts at reconciling
sectoral and regional approaches to industrial location.

It could happen that the regional planners expect solutions which are techno-
logically iupossible within an investment programme which is inelastic cnd which
liuits locationcl choices and the possibilities of adjusting the programmc to the
demands of regional economic devclopment.

6. Partigl and comprehonsivy solutions of the conflict of sgctggg; gnd regiongl

aperogches.

Tho interaction of different factors of industrizl location can be interpreoted
as a conflict of two opposing forcos: forces strenéthening the trond of spatial
concentration and forcos strongthening the trend of spatiazl disporsion.

In nost cases thc sectoral approach strosses the cconomic advantages of spatial
concontration and the regional epproach the advantages of spatial dispersion.

It would be a nistake to linit the problem only to subjective end profossional
difforences of the persons involved in the conflict.

In the fifth paragrzph of scetion III the problon is stated of the spatial
elasticity in the allocction of industrial investnent, stressing that in modern
tochnology there are tronds which in consequence reduco the number of possible
locational choices.

The conflict cen be doscribed as a situation whero the full use of the advantages
of modern industrial technology favoured by the sectoral approach gives rise to
locational decisions which am rucognized as non-optinmal from tho 2oint of view of
the proper long-run rogional economic dovelojuent of the country concernod.

There is no doubt that in ths reconciliation of this conflict tho institutional
factor is a vory inportant one. In the market economies the mochanism of
conprehansive econonic planning and programming is not used in most cases, and the
sectoral and rogionel approaches rupresent different criteria for the optimmm decision.
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Cenorally the soctoral approcch is represented by privete industry and the
rogional approach by various public authoritics. The reconciliation of these two
approaches is usually through tho applicction of various policy measures which nay
or mey not intcrfere with the price mochanismy

The solutions obtalned can be considored cs partial in all cases where interest
is concentrated on particular problen areas, such as the underdeveloped, depressed

or ovorcougested regions discussed carlier in this scetion. However, the trond

seens to be towards a more couprehunsive approach charactorized by dotemnained efforts
to develop and inplenont national programoes of regional economic developmont of A
the whole territory of the country.y ﬂ
All the countriss with centrally planned cconauies, on the other hand, possess
conprchonsive institutionzl ncchinery for the reconciliation of the conflict between
sectoral and rogional approachos.y In Poland thore arc two points of viow in this i
field. The first strcsses that in tho framework of a couprehonsive syston of
oconouic planning whera all sectors and regions reprosent the same criterion of yi,
optimal choieu - the ovor-all advantage of tho notional econamy - the conflict of
sectoral and rogional epprocches is simply non-existent.

1/ An cnalysis of the process of roconciliation of sectoral and regional approachss to N

industricl location for wastorn Gormany is E:aaentad in the article of Th. Strunden:

Wottbevorb der 53@9:%; i Information Nr. 16/64, Institut fiir
orschung, Bad Godosberg.

2/ Thus in recont years tho Governuont of France has developed oconomic Zrogr
machinery, including very into.csting instruuents for tho regonciliation of sectoral
and rcgional approaches. Conpare Chaptor V, pages 11-14 in E bV

UN, Goneva 1965, and P. Viot - Aspacts Re
igo. A Paper sultiitted by France %o the
Advisors, Genova 1964,

3/ Couparc tho following papcrs prepared for the Third Moeting of Senior Economic
Advisers, Ganova 196/.

¢/ Regional Economi
¢/ Tho Hungarian Peoples' Ropublic.

o/ J. Pajestka.
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The sccond peint o vicw was cxpressed by W. Lissowski who puts the following
question:l/ "In what wey - in (. PUemiiv condi Ll s of radopal c~anning in Poland

can we fina o joiat scetora) and spatial optimun of whe dicivibution of producti ve
1orces in the Polish perspictive piari",
. : . 2
Accordirg to W. LlSDowskl:'/

"the joint scemoral and spatial optinun does not devclop spontaneously, becausu
there erists a divergeace bstween the techno-econonis trends end tendencies of the
nodern jcauction sccloi., and the tendencies of the regiong.”

W. Lisscwski rirceseg:

"that this approach is quite different fom the approach of the najority of Polish
regional planners. Generally spseking, the opinion is accepted that the sectoral
and regional petiarn should "mutuelly supplenent themsaives. ™

This uncicar directive weans more or lecss that the regiocnal planners are
supplenenting the soctoral pattern by the introduction of spatial eluments on the
assunption thal in good co-ordinated planning, both patterns represent the sane
tendencics (the over-all aGvantage of the national econouy) and that the whole
problen cen be reduccd to the proper organization of planning. In other words the
divergences in the trends of devclopment of sectors and msgions which are evident to
Bo, ave Interpreted as mistekes in the organization of plenning."

Tha validity of this problem was rocently recogniged by X. Secomskiz/in the
following statemant:

"In recent years thers has been en important developnent of activity in the field
of sectoral indvstrial programing. 4t the same time differcnces in opinion
increased as to the futuvre trends of developuent of regional economy and the influunce
of those trends on programuing of industrial growth of a given region. Using the

vesults of research activi*+ics, 1 have to P14 k- rroper way to reconcile those
conflicts. |

It sesus to me that in the first stage of studies we should accapt the
prineiple of maximirc*icn and optimization of the econamic performance of each
industrial esecto:r.

Applying this principle, we will get the following resulta:

(a) strong cencentration of industry - ergo the construction and development in each
incustrial sector of optimun size plants ...

(b) the ostablisinent and growth of large inter-gectoral incustrial agglomerations ...

In the rocond stage of studies we are confrorted with the results of sectoral

and inter-soctoral indusirial programming and ths criteria of optinal regional
econanic dovelopgmont.

3/ W. Lissowskt presentud his point of view during several meotings in the Polish Acadeny
of Sciences in 1964. 1In this paper refarence is to his articles published in 1965 in
the Bulletin of the Carmitteo of Spece Ecanouy and Regional Planning, No.34, Warsaw

1965°
2/ V. Lissowski - op.cit.

3/ XK. Secouski - Some_Problens of t 0 bation of in
the volume Theors:ica: problens o% %ﬁg siatriﬁﬁtion of Fﬁshuctiva Foroes, aariaw f965,

p.60.
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seclore croste oxcessive conecatration oad sgeloseratior € industry with fta
negative - cnscquencers.

Thercior:, starti-« ro intro-acctoral and inter-scctoral optisctions we have
to usc on int.irated sectoral and rogional aceounting aethed ca a tool of short,
uodiwa and long-tor cvaluations of the advantages and disadventagpos of industi. 1
concuntration and agyloncration.”

It appears, there ore, thet the problon of the proper ruconciliation of scetoral

and regional epproeches is an inportunt Lrotlow of the future.

Three foctors con be nontioned, which would favour the rolatively quick solution
of this problem. The first fector could be doscribed as the duvelomcnt of industrial
sectoral programming activitics which uxt.nd systomatic knowledge of the vodern
technological and uconouic trends which will determine the future pattem of industry.

Filgure 7 illustrates o schenc of such activities proposcd by 2. Knyziak and
. Lissowski.y

The second factor could be deseribed as the develomient of regional econonie
prograrming ectivitics which will extend systenatic knowledgs in this fiold and which
will teke into account thc results of industrial sectoral programuing. In this
context, too, the model of arbitration betwecn regions proposcd by J. R. Boudovillc i
should be oxauined as an extremcly valusble tool of intor-regional programing.-/

The tnird factor could be doscribed as the integration of tho gencral theory

of econonic growth and tho thooretical approach to the developuent of diffaront
sactors and regions.

3/ Quoted fron Economic Planning in Burops, p.16, Chapter IV.

_?./ J. R. Boudeville - Arbitration botweon roziops, Bulletin of the Cormittoe for
Space Econony and Regionol Planning, Warsaw 1966.

3/ Compero: XK. Soconski - gp.cit. p.58-70; Z. Zajda, Mmlmm&
teoria wzrostu W: Teoret =}g:zne probleny romicszczenia sil wytworcsych, Warsaw 1965,
z o dd & AL LN ».‘ : - m

Pp. ; B. Winiarski Podsta

A paper prepamd for the

Third Moeting of Sonior YT ‘Advisers, Genove 1964; J. Moyer - feglonal
fconomics. A Survey. The American Economic Roview, March 1463,
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Section IV.
Intern-tional aspects of industrial location.

1. Industrial location égg the international division of labour.

The advantages of speci-lization ~nd the economies of scale ~re the mcin forces
in the development of inter-regionzl and intcernationel division of labour, and of
the movement of commodities from onc rlecc to another.

It is prceisely these phenomena that crezte the problem of location.l/ According
to . Isardg/ -~ "lscation cannot be exdlained without at the same time accounting
for trede ond trade c~nnot be explained without the simultaneous determination of
locations."

Analyzing in this context the internstional ~spects of industrial location,
the first point to be considered is the size of the country conccrned.é/ It is

well lnown that irntern~tional trade is, ceteris paribus, more important for small

countries than for large ones. The same generalizotion is valid in rcspect of the
role of international considerstions in industrial location.
These considerctions srise when the following factors ai2 analyzed:
(a) the influence of international trode on the size of industrial
plants of a particular country.
(b) the influence of the statc frontier on the distribution of
industrial plants in a prrticul-ar country.
Firstly, the indirect influencc of intcrnational trade on industrial location
can be pointecd out. In Section II of this paper attention was cnlled to tke
fact thnt the growing size of plont is changing the relative importance of
different locational factors.
In other words, when the growth of larger plants is promoted through the
development of international trade tien the conditions of somc industrial

locations in a2 given country ~re indirectly cheng.d.

1/ Compare: B. Ohlin - Interregicnal and International Trade, Cambridge, Msss. 1935
2/ W. Isard - location and 5pace Iconomy, New York 1956, p.207.

3/ Compare: E.i.G. Robinson (.ditor)-Zconomic Consequences of the Size of Maticns
London, 1960.







Fig. 8.

Diagr: . illustretins the protective effect cof = tr de barrier fet Y
upon high-cost processing locations (et X, 3, 107 ) in enrow titio
with lower-cost Hrocucers at .,

Source: l.M. Hoever, 03.cat., 0.223.
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‘pdnion that thia pr-hlae will sligly ranish vhon the re meatraeti e § e 3
{ndustrial regl na 1 acompllishel, ™e sec ol Linltadl orn s ampressel i the
opdaion that the probles [ lepresse! reglns is (apxrtant aly fo0 ~untrisce
arvitoriss suah as Faoat Britain, Pelgum, B .rthern Prancs, destervy myeany ¢
Eastar 'Inited States.

It oan, however, bo arguad that the pr blam of depressed regl.ce s o por-hlen
of the future for a groving surber f ~ountries. The structural change ani
A fferent rates of growth of different industrial sectors arv & permgnent feature
of industrial development.

Therefore, the problem of reconversion of some industr al regions vhere the
slow-groving industries are ooncentrated, will als: exist in the future. It is
possible that this reconversion will nct be so difficult because the industrial
regions of today are more sectorally diversified and are at a much higher teshno
logioal, economic and aesthetic level. But probably too the standards .f svalustia
of the year 2050 in relation to industrial regions developed in 1930 will be mmeh
more severe than present-day standards in relation %o regions developed in the middle
of the nineteenth century.

The problem of relatively dspressed regions must therefore be regarded as &
permanent problem of eoconomic development.

In this connexion, the notion of "potential distressed creas” suggesied Wy
L.H, Klaasen in the following classification is of great interest:

TABLE 13

— e - ——- At e, AT .

Inocome level oompared
with the national lewvel

High Lov
Rate of inorease compared with 1)
the national Tate of increase L (= | (Sn

m‘ (a' ) eese0sssscscnsasse]l mev area ww

development)
Low (< .1) ceseseaspsssscesessche Fotential die- Distressed aree
 — r tressed area
(d«n';ﬂ.l( pros-

¢ LJH. Kaeassen. /Ares Joonomis snd Sosisl Medemelogmers, ONOD -
Paris, 1 5y Pe30,

1’ Oompare: F, Vinck -

Sommnliy. International Labour Review, No. o,
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This rcovlem can be ~ppronched from 2 diffcerent point of vicw. The case con
b¢ examined of hew the introducticn of .« trrde b-rricr rcducces the merket ~ree of

a big plant ~nd crectes new small nigh-cost loc-ticne.
Such : situ-tion is an~lyzed by Z.M. Hoov ri/in the following wey:
"Reduction of thec size of mrrkct - rons entzils, of course, an
incrcase in their number, i.e. n greater dispersion of Jrocessing
points over the vholc a-rket torritory. The purnosc of 'protective!
import duties (in dircet or disguiscd forms) is to acquire or rctain
for thc yprotected home nroduccrs - separ-~te mrket nrec thot would
otherwisc not e¢xict. Ixport duti.s on r~w mrtericrls or power are
ikewisc designed to koo such meteriele ot home for further process-
ing, i.e. to c-rvc out r© pootcctud su rly ~ree for home processors.

figure 8§ proeents o rel-tively sin;le casc of protcection in
which only processing costs ond distribution costs are assumed to
vary locationclly. This might apply to mining or other
extractive industrice which make relatively little use of transported
mrterinls. The jagged line ot the top of the figurc revrusents the
pattern of processing costs for points along a route passing through
A, X, B, ~nd C. The smoother sloping radiunts show the variation
in total delivercd cost of the product =t different markets when it
is produced at .4, X, B, or C.

In the abscnce of trade brrricrs, it is evident (following the
lowest sloping line) th~t A can serve nll merkets more cheaply than
any ~ltcern-tive processing point cen. 411 processing will be con-
centrated at ..

But if there i, ¢ trade barricr -t X, with added costs amounting to
DE on shipments from the A-country into the BC-country, C will be
shiclded from foreign competition sufficiently to commend o market
extcnding as far as H ond N, If the tr-de barrier is raiscd to a
height of DF, the delivercd-cost gradient on goods imported from a
rises to the position FL ond both B nnd C c.n compete. C will ship
as far ns K; B will domin: te th¢ morkcts between K nnd Ly and goods
imported from A will continue to bc sold in the morkets between L and
the border. Finally, the barrier is raiscd to o height excecding DG;
goods from i will not cross the border at all. A fourth production
centre located immedictely to the right of the boundary will serve
the territory betwcen it and M, while B's market arco will extend now
from M to K.

In this case it is evident that the imposition of a borrier to
importation mny permit development of one or more domestic production
centres, depending on the height of the barrier. Tnis is, of course,
at thce immediate cxpense of the consumers of the product in the
'‘protccted! country, ~11 of whom now pay more for the product.”

1/ E.M. Hoover. The bocation of Economic Activity, New York 1948, p.222-223.
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The behaviour of the large plant, which lost the markets across the boundary,
can now be analyzed. This plant will be induced to pay more attention to the

domustic market and, if possitble, find a new locetion closer to the centre of
this market.

This phonomenon is called '"national agglomeration' by H. Gierschl/;ho
cnalyzed the following casc (see Figure 9)

"Let A be the location of the firm in Westland, AH the radius
of its market area and GB the new national frontier. The intro-
duction of an import-duty in Bastland, which is equal to the
transportation cost from J to H, shortcns the radius of the market
arca in Eestlnnd by the same amount. The eastern limitation
of the market area is now BCJFG. (Vhere AC=AJ.)

If K is the only customs-station through which the product can
pass from A to Lastland, the mcarket area in Dastland is limited by
a circle around K with the radius KJ(AJ - AK). A is no longer the
optimum locaticn for the firm., It will tond to widen its market
in Westland, as compensation for the loss in Emstiand. However, a
larger anount can only be sold in Westland if the firm moves from

the location near the new frontier to a location which liea closer
to the centre of the new area of Westland."

The casc presented by E.M. Hoover and H., Giersch analyze two aspects of the
same problem of the mechanism of the influonce of a state boundery on the location
and size of plant. ’

During the past 15 ycars the restrictive influence of state frontiers in the
process of economic devclopment got a wide recognitiom, in the first stage mainly
through the reduction of trade barriers. Various international institutions were
established in order to promote tho ‘atcgration of the national economies of
different groups of countries.

A new framework for the consideration of the problem of industrial location

was created. Two most outstanding institutions of this type - the Furopean Economic
Community and the Council of Mutual Economic »ssistance - will be discussed in this paper

The member countries of the Buropean Free Trade Associntion are neither adopting
a common external tariff nor attempting to unify their basic economic policiol.g/
So the influence of EFTA on industrial location in the member countries represents a

rather classical situation of the interdependence of the development of intormational
trade and the size and location of industrial plants.

1/ H. Giersch - Ebonouic Union Between the Nations and the %gcation of Indn-tring The
Reviuw of Eco o8 olumo s Do

2/ Secrutariat of the Economic co-isaioa for Zurope - Aspects of Burope's Trade
Relations with Developing Countries. Geneva 1964, p.261.
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2. The problem of industrial locotion within the fromevork of the Duronern

Leonomic Conmunity.

The Treaty of Rome sccepted tne fellowirz important princiles of (conomic
integration: the free movement of goods «nd the frece movement of Dersons, scrvices
and capital; the commen externnl teriff ~nd ~ set of nrogrammes aiming at unificotion
of brsic eccnomic policies.l/

It is very difficult to analyzc thc lecationsl cxpericence of the EEC which
wns created in 1957. The empirical matcerial covers @ very short neriod ~nd is to
a2 large extent of o transitional cheracter, menning thot the »rinciples of "free
movcment” were not oporating fully.

It has also to be stircsscd that it is impossible to makce an - xact distinction
between trends of industrial locations resulting from the national development of
the rcspective countrics and trends rosulting from the Common Market.

With tlcse reservotions in mind two que tions can be examined:

(a) to what extent is the number of new industrial locations in

the six countries affected by the existence of the Common market.

(b) to what extent do thc new industricl locations influence the

trends of spatial concentration and sprtinl dispersion.

Answering the first question the existence of two countcrvailing forces can

be noted: the phenomenon of growing size of plant which rcduces the number of

new locations and thc phenomenon of construction of new lants by cnterpriscs

entcring the Common Mcrket crea from outside.
According to M. Falisoé/ out of %03 new enterprises crcated in the six countrics
in the period from 1 June 1959 to 3C June 1960 - 147 entcrprises represcnted an

external country of origin. (See Trble 16).

l/ Comparce: Titles 1 and LIT in the Treaty of Rome, quoted from the pubiicntion:
Treaty establishing the usuropeen .iconomic Community and related documents;
compare too Secretariat of thc Economic Commission for Burope, op.cit. p.251.

2/ M. Falise. Entreprises et rabric-tiors nouvclles dans 1'industrie manufacturiére
du Marché Commun Recherches Economiques de Louvain, se,tembre, 1961, p.578
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TABLE 16

New industrial entorpriscs crosted in EEC in the preriod from 1.6.59 to 3C.6.60

i Country of location
{
fLGerma.ny Belgiun  Netberlands | Italy | France| Total
Indctries: f j 1 ]
chemicals o 12 ’ 7 ‘ 19 2l 52 A1l
engincering 21 14 3 14 32 89
electrical 4 b 6 9 14 37
food 2 2 1 4 2 1n
textiles 2 1 3 6 3 15
base metals 1 - 1l - 3 5
other industries 5 8 4 l 7 11 25
Total 47 36 | b2 61 117 303
Country of origin
5|4 o | .4 N
0w o | » b g
?lf??‘%?éiﬁaé 258 3
3 ’ M |Ze—A | - [ O @ © | o R o
Industries; :
chemicals 5 3 6 9| 23 6 30 2 27 111
engincering 13 4 - 2 7 18 25| 9 11 89
electrical - - 1 3 (3 7 17 1 2 37
food - 4 - 1 - 1 1 3 l 11
textiles 2 1 1 2 - 4 2 2 l 15
base metals - -1 1 -1 3 1 - - - 5
vther industries 6 3 2 3 1l 5 9 b 2 35
fTetal . |26 ) 15| 11| 20|60 [ | 8|2 | W |303]

Source: M. Falisc, op.cit. p.578.

In answering the second question tle results can be used of the study by
Ph. Ieurquin,y who prepared a map showing the distribution of 795 new enterprises
created in the EEC between 1 Januery 1959 and 31 December 1961. (see Table 17 and

figure 10).

1/ Ph. Leurquin - Marché Commun et Localisations, Paris-Louvain 1962, p.225-277.
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New industrial enterprises in the EZC on 31 December, 1961

Iocations according to sector

Number of new enterprises

New enterprises as a percentage
of all new enterprises
on 31 December 1961

Industries | Established | Established | Total | Bstablished | Established | Total
‘between after before ‘after
1 June 1959 30 June 1960 30 June 1960| 30 June 1960
and
30 June 1960
Chemicals 111 112 223 37 23 28
Metal working 126 225 351 b2 46 by
Food 11 29 4o 3 6 5
Textiles 15 28 43 5 o 5
Motallurgical 5 26 3 2 5 b
Other 35 72 107 1 14 14
Total 303 b92 795 100 100 100
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TABLE 17
(contimnued)
New industrial enterprises in the EEC on 31 December, 1961,
Locations according to countries
Rumber of new enterprises or firms | New enterprisoa a8 a_percentage
f the whole
Country Before After Total Before After Total
30 June 1960, § 30 June 1960 | °"%" | 30 June 1960 | 20 June 1960
Germany oo 88 135 15.6 17.9 17.0
Belgium 36 112 148 12.0 2.7 18.6
Netherlands 42 54 96 14.0 11.0 12.1
Italy . _}.... & .| 9% 155 | . 20.3 . | ..391 _ _1.19.5
France 117 144 261 38.1 29.3 32.8
Total 303 492 795 - 100 100 100

v

Source: Ph. Leurquin - gp,.cit. p.275-2’76.l/

Materials presented in tables 16 and 17 are probably incomplete and therefore should
be treated as a preliminary information. Nevertheless we have to leave thia
information because we could not find better materials.

For the evaluations of data presented in tables 16 and 17 the following remarks of
the Belgian Rapporteur, M. A. Detroz, are valid: o

"Table 16 gives a relatively favourable ﬁgure for Belgium if cccount is taken of
the populations of the five countries. However, it is probable that the

. enterprises are generally smaller in size in Belgium.  Moreover, the source is a

study by Professor Falise, who drew his information, which 13 not hecessarily ~ ~
complete, from ihe Press.

In Table 17 the figure of 112 represents the number of enterprises created in
Belgium between 30 June 1570 and 31 December 1961, giving an ennual aversge of
. On a comparative basis, 290 new plants received state financial aid

in the period 1960-1965, giving an average annual figure of 50 new plants (of
which 40 per cent were foreign enterprises). It seems then that one plant in
three was built without aid from public funds. The relatively high figure of
locations should be attributable in part to the fact that Belgium is situated in
the favoured EEC triangle { Amsterdam-Paris-Frankfurt). This impression,
apparently very favourable to the country, would undoubtedly be less so if the

size of the new enterprises were known, and also the number of enterprises which
have closed."
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The implications of this map are vory clcar. Spatial concentration was the
leading trend in connexion with the choice of industrial locations in the first period
of the existence of LoC.  Having rc.ard to the consideraticns discussed in Section IV,
it would seem that the corflict of scctoral 2nd regioncl approaches was solved in
favour of the sectoral approach. This implies that the sectoral forces of the Common
Market are shaping a huge industrial mcg::lopolisy of western surope covering more or
less a triangle - Paris, amsterdam, Frankfurt am Moin.

It is intcresting to note tiaet this type of devclopment ineide & customs union arca
was correctly cnviszged by H. Giersch who in 1950 made the following statement.g/

"The locational consequences of the formation of, for example,
a Western BEuropean Union can now be described by the following
gencral statement: The abolition of barriers to inter-European
trade and to inter-Buropean movement of factors will wecken the
deglomeration effect of nntional agglomeration and will thus
enforce international, or morc precisely, inter-Guropean,
agglomeration. It will strengthen the attrnctiveness of the
highly industrialized ccntre both for labour and capital. Towns
and regions with artificial advantnges due to national agglomer-
etion will become disadvantagcous. On the other hand, particular
rcegions near the industrial centre, whish have suifered under the
depressing influence of nationcl borders, will gain instead.”

H. Giersch, too formulated correctly the basic dilemma of regional economic
development of a Common M rket arca, presenting the following noint of viev:Z/

"If our gcneral answer as regards the locational consequences of
the formation of an economic union is right, the question arises
whether or not these tondencies are desirable.

On the one hand, complete frcedom of trade and a new spatiel
combination of factors is a necessary condition for raising
productivity in the union by a higher degrec of specialization
both betwecen the industries and the regions. The advantages of
an extendod free trade area depend to a large extent on the
ability of entrepreneurs to produce in the most advantageous

E N

Tho term megalopolis was introduced by J. Gottmann in his study: %ﬂ%ﬁ_li_o_:
The Urbsnized North-eastern scaboard of the United States, New York, R

H. Giersch - op.cit, p.9l.

SEN

H. Giersch -~ EQCi . p.9}o
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location. On the other side we must consider the difference between
money costs which go into the accounts of the firm and into the
calculation of the entrepreneur - and the social costs. Choices of
location by entrepreneurs are based on private costs. In the cese of
agglomeration, external economies for the imdividual firm are taken
into account, while the social costs which arise in connexion with the
concentration of population in a rather small area are not considered.

Furthermore, it should be realized that external economies whnich
are both causes and consequences of agglomeration in the gaining regions
hav: a counterpart in the form of decrcasing external economies in the
adversely affected regions. The shifting of factors from the latter
to the former causes a vacuum and a deterioration of busines: efficiency
in the latter. The development and use of natural resources in them
may become more difficult, because their exploitastion may only be
profitable in connexion with a certain rate of capital growth. In a
growing economy a stop in the industrialization process or a smaller
rate of growth in one region compared with the rates of growth of other
regions already means an :bsolute disadvantage. If one firm or one
industry shifts gradually from one region to anothcr it ceuses external
economies in the new location, both for the firme already existing there
and for itself. It can be assumed that this effect is intuitively
.anticipated in the calculetion of the moving entrepreneurs. But the
adverse cffect in the location they arc leaving, on the other firms
there, and on the natural resources, the development of which may become
more difficult, does not go into the entreprenceurial calculation as a
negative item. It necessarily follows from this that agglomeration
tends to go beyond the social and cconomic o timum.

If this is true it will be necessary to find a substitute for the
deglomeration effect of national Yorders znd customs walls. The
substitute must be an instrument which is prccisc enough to distinguish
betwcen the advantageous process of regional specialization and the
abuses of agglomeration beyond the social and economic optimum.

The necessit, to promote a more balanced recgional economic development was
recognized by ihe Treaty of Rome especially through the creation of Europcan Investment
Bank. According to Article 130 of the Tr.cty, Yy the first tosk of the Bank is to
facilitate the financing of "projects for developing less-dcveloped regions." As
already mentioned in Section II of this paper the first practical large-scale
application of this provision was announced in 1965.

" It 1is interesting to note that the regional approach within the framework of EEC
was not applied in the initial stage of development of this inatitution. The action
of the EEC will probably be restricted to a limited number of specially difficult cases
like that of southern Italy. -~ Thc existence of EEC does not eliminnte the necessity for
netional policics of regional economic devolopment; it merely introduces new elements
whieh such policies should take into account and it crcates new possibilities of which
advantage can be taken in order to find the optimal soiﬁiion.g/

1/ Treaty, op.cit. page 113.
2/ Compare: R. Bird. The Nced for Regional Policy in a Common Market.
Scottish Journal of Political Economy, November 1955,
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3. The problem of industrial location within the framework of the Council of
Mutual Economic Assistance.

In the evaluation of thc activity of the CMiIA threce stages of dcvelopment, l/
can be distinguished.

In the first stage, in the years 1949-195l4, the most important item in the
activity of CMEA was the oo-ordination of international trade of the member countries.
This was the period of the implementation of the policies of rapid industrialization
which were designed from the point of view of semi-autarkic approaches. Lach country
in eastern BEurope was developing a similar set of basic industries.g/ In these conditions
the role of international trade was recognized as secondary and clearly subordinated
tn the demands of the semi-autarkic industrialization policies. T..u advantages of
the international division of lahour were underestim ted.

The second stage in the development of CMZA - in the years 1954=1962 - has a
transitional character. During this period thure grew up a recognition of the
edvantages of the international division of labour. Both in the field of economic
policies which were carried out, and in the field of development of economic studieaz/
the conditions for the next stage were prepared.

This stage was started in 1962 at thc Meeting of the Represcntatives of the
Communist and Workers Partics of the Member Countries which approved the Basic Principles
of the Internationel Socialist Division of Labour.ﬂ/ This document opens a new chapter ian
the history of CMEA as an institution promoting the internetional division of labour
according to the following principles:

"Correct asseassment of the objectively necessary proportions of economic
devclopment in each country and in the world socialist system as a whole,
conducive to a balanced cconomy in each country;

"Economic effectiveness of international socialist division of labour which
has its expression in rapid industrial ;jrowth and the fullest satisfaction
of the people's needs in cach country, with a minimum expenditure of

social labour;

Compare: L. Ciamagea, Od ws olpracy do integracii. Zorys organizacji i dzialalnosci
PG w latach 1949-198%, arsaw 1%35 -

Compore : A.'Bodnar; Gospodarka europejskich krajow socjalistycznych. Zarys rozwoju
w latach 1950-1975, darsaw 1962.

Compere: 0.T. Bogomolew (Editor). The economic efficiency of the intermational
socialistic division of labour. Moscow, 5535, and F. Rakowski. bBfficiency of
Tovestment in a Socialist ﬁbonomx. Pergoman FPress, .arsaw 1966, p.288-303.

Compere: Council of Mutual Economic Assistance - Selected material and documents,
Warsaw lﬂo
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"Internctional specialisation of production in combination with com-
prchensive (versrtile) economic development of ecch socialist country
for the fullest and most rational use of natural and cconomic pre-
requisites of production, including manpowcr resources, in all countries;
and T o -

"Gradual olimination of history-rootecd cconomic disparitics, primerily by
irdustri~nlising the countries with a relatively low economic level, cnd
by making the maximum use of intcrnal resources of each country snd of the
advantages of the world soci~list system as - whole'. 1/

The influence of the development of the activities of CMZA on industrial location
in the years 1954-1966 can be indicated mainly in two fields. The first can be
described as the promotion‘of specialization of industrial production in the member
countries.g/ ‘The main-stream of this activity was concentrated cn the sp.cializetion of
the alreacy existing plants, especially of the mectal, metallurgical and chemical
industries. But in the co-ordination of investment plans the CMiA promoted the
specialization of the new plants which could achieve sizcable economies of scale. In
other words, the first channel ofkinfluence of the integretion activity on industrial
~location in eastern urope hns been through the promotion of the construction of
larger production units.

The second field can be described as the promotion of the establishment of
international systems of infra-structure and transport which create new stimuli for the
development of international .conomic integration and specialization. The achievements
of CMIA in this field are very important. They include the establishment of an
integrated system of elcctric power transmission, international crude oil and natural
gas pipelines, and international arrangements promoting more efficient use of the
railway system.

These improvements of the infra-structure and of the transport system have created
more favourable conditions in many regions of the mémber countrics. In some cases ti.ese
investments are a necessary condition for the location of new plants. Thc role of the
. Friendshippipeline in the location of new petrochemical plants in Eastern Burope is a
very good example. These achievements augur well for future devclopments.

From the point of view of economic thoory, new theorotical gencralizations ,
relating to long-run intcrnationel - -co-ordination of investment programmos rre the most
important factor in these developments. The solution of this problem will also make
possible a now long-term ajproach to intornational aspects of industrial location.

1/ Basic Principles of the International Division of Labour quoted after the UN Study:
Economic Integration and Specialization among the Member Countries of the Council

for Mutual Economic Assistance, New York 1966 - Department of Economic and Social
Affairs, p.13.

2/ Compare: p.17-27 in the Study, Economic Intogration and Specialisation. opscit.
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Section V.
Problems of industrial location in devecloped and developing countrics.

1. Introductogz:remarks.

One of the purposes of this study is tc establish a starting point for the dis-
cussion of tho validity of uropean and North American experience in the field of
industrial location for the developing countries.

It might be said that such a discussion is cxtremely difficult or even
impossible since the conditions of industrial location are quite different in
developed from those in developing countries. Such an approach overlooks the
basic fact that therc are conditione governing industrial location which are
determined by the type of applied technology and which operate universally or semi-
univeraally.l/

The second important consideration in thc utiliz.tion of locational experience
1s the existence of underdevoloped regions inside developed countries, wherc the
economic and social conditions have Sertain elecments in common with conditions prevelil-

ing in developing countrics.

In this discussicn two approaches can be distinguished: the gencral and the
anelytical.

The first approach restricts the discussion to overall comparisons where certain
general conclusions on the locational experience of the developed countries are

examined with a vicw to their application in developing countries.

1/ Compare the following statement of O. Lange on the scope of technicel and
balance laws of production: "The laws with the widest application in history
are those arising from the production process - the technical and belance
laws of production. The most general of these laws are universal in
character, which means that they are valid at all stages of social development
in which production is a conscious and purposive human activity - {.e. beginning
with the appearance of mankind. A general technicel and balance law of
production of this kind arises from the very existence of certain necessary
technical and balance relationships in the production process". Oskar Lange,
Political Economy, Vol.l., New York 1963, p.6k.
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The second approach rocognizes the basic fact that both the developed and developing
countrics do not constitute intornally homogeneous groups. Y/ For thc purpose of
locational analysis these two groups of countri.s should bc sub-divided according to
the following critcria:
(a) the level of economic devolopment;
(b)  tho economic and social system;
(c) the sizo of the country;
(d) the density of population. '
Such a classification would creatc a framowork for comprehensive comparisons of
the problems of industrial location on a national scale. It is quite clear that for
the locational policies of India the cxpericnce of the Sovict Union or the United States
has a greater validity than that of Bulgaria or Belgium.
If the locational experiocncc is compared regionally therc is a much greater choice.
The oxamples of industrialization of underdeveloped rcgions in Poland, Yugoslavia and
Italy can be cited, The exporience in these regions will have some validity for
sclectoed regions in devueloping countrics irrespective of the size of such countries, i
A proposal might be put forward to establish permancnt bilateral working relations between
similar institutions promoting industrial growth in developed and developing countrics.
For example, onc could explore the idea of an axchange of experiaonce betwson the Cassa
per il Mezzogiorno and Sudene - the institution responsible for the development of north-

sastern regions of Brazil.

2, The locational implications of industrial economics in tho developed and
veloping count>ies

In Section II of this study en attempt is made to analyse the locational impli- k

cations of industrial economics in the developed countries. The same quoatién now

T o

arises in respect of the developing countries. In this connexion, two groups of
manufacturing industries in the developing countries require to be distinguished:

- e
A S R g g

1/ Comparc the maps and analytical materials presented in the A&;gg__g_ﬁggggg;g
Development, ed:ted by N. Ginsburg, Chicago 1961.

2/ Compare: S.H. Robock, Bre theast. A study of Regional Planning
and Foreign Aid, The Brookinga Inatitution, 1963. '
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(a) the ilndustries which have to apply the sams techuology as in the developed
countries;

(b) the industries which can apply a more traditional and in most cases less
capital intemnsive technology.

The failure of the Chinese experience to produce steel using small-scale laboui-
intensive techniques shows that in some branches, like the steel or the chemical
industry, there is, in practice, little, if any, choice cf techniquesﬁk/

In the case of such industries the locational implications of the chenge in the
8ize of industrial plant or the locational implication of technological integretion and
specialization outlined for the developed countries would appear to be fully applicable
in the developing countries.

n different situation exists in the secomd group of industries which can apply a
different technology from the same industries in the developed countries, In this case
the validity of contemporary European and North American experience is much more
restricted. At the Bsame time, it would seen to be wrong to conclude that the critsria
for location of these industries should reflect the situation of the developed countriass
at, say, the beginning of this century. The basic difference is due to the emergence
of macro-economic criteria which are, or should be, applied now in the developing
countries and which were not applied in the developed countries fifty years ago.

These remarks are only an attempt to open a discussion on the locational
implications of industrial economics in the developing countries. The solution of this
problem can be achieved only within the framework of industrial sectoral programm’ =g
activities. (cf, Fig. 7 in Section III). |

3. Ihe Jocational implications of regionsl economics in developed and developirsg
countries

Section III might be a good starting point for the discussion of the follow’ng
problems of regional economios applied to industrial location in developing countries,

The first problem concerns the validity of Kuropean and North american experience
in the field of industrialization of underdeveloped regions. As already mentioned in
the introductory remarks, this is one of the most important considerations in the
wtilization of locaticnal experience of the developed countries in the developing

1/ Agreement can be expressed with the opinion of those authors who accept the
priority of the choice of the structure of investment in relation. to the choice

of techniques. Compare: 2. Dobrska, Kybér technik produkeji w lrajach
£ospodarczo zgoofanyoh, Warsaw 1962,
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countries. The key role of this factor is explained by the fact that in this case not
only the technologicel experience but also the economic and social sxperience could, it
would seem, be applied in the develcping countries;i/

The second problem in the suggested comparative discussions and studies is the
problem of industrial growth poles. The analysis of the economic and technological
mechanism of an industrial growth poleg/ or an 1ndustr1alfccmplex§/ can be regarded as
one of the leading problems in the field of industriel location in developing countries.

In recent years at United Nations conferences, much attention has been given,to the
problem of industrial estatea.&/ However, the main difficulty in the field of
industrial location in developing countries is not that of the physical layout of an
industrial estate but one of the establishment or development of nuclei of industrial
growth. From this point of view the material of the United Nations Tashkent Seminar
and the material of the European tconomic Community deserve special attention,

The third problem of regional economics which is of imp.rtance to the developing
countries is the proper spatial co-ordination of indust.ial and urban growth;é/

1/ With this in mind, it mieht be suggested that the Co-ordination Centre of Social
Sciences in Viemna, which carried out a valuable resesrch projoct om the under-
developed regions in furope, start a second project in this field and promote parallel

studies on the industrialization of selected regions in devsloped and developing
countries.

2/ Buropean sconomic Community; Study on the promotion of an industrial development
pole in southern Italy, Brussels 1966.

3/ A. Probst, Industrial and territorial productive complexes in the USSR - a paper
presented during the United Nations Seminar on the role of industrial complexes in
economic development, Tashkent 1%4.

4/ Establishment of industrial estates in underdeveloped countries, New York 19€1.
Industrial estates in Asia and the Far sast, New York 1962. Industrial estatea in
Africa, New York 1965. Industrial istates Policies, Plans and Progress, NY. 1966.

5/ Compare the materials presented in the following United Nations publications:
Urbgnization in isia and the Kar sgst, report of a UN-UNESOQ Seminar, Bangkok 1956;
UNESCO Research Centre on the Sociel Implications of Indgstrialization in outherd
Asia, Calcutta 1957, UNKSCO, Paris 1957; zeyion in latin jmeriow, rport of

a ON-UNESCO Seminar, Santiago 1959, UNZSOO; Paris 1961; Report of the Joint

Urb tion ey Mission in the Mediterransen Region, Novemher-December 1959,
document ST/TAO/SER.C/51. United Nations, New York 1960. Urbanjgation in Africe
- report of a joimt UN-ILO-UNESCO-WHO Workshop held in iddis idaba from 26 April

to 5 May 1962, i&/QN.14/170-ST/Ta0/Ser.C/57 - ST/0A/Ser.T/4.

R B ————



E/ECE/652
page 93

This is an extremely difficult problem. In many developing countries the rate of urban
growth is higher than the rate of industrial growth. There exists, especially in the
over-congested ietropolitan areas, an agglomeration of urban population which is much
greater than is justified by the level of economic activity. This encourages the
location of additional industries in the over—congested areas. But the efficiency
of this policy is affected by the fact that although the newly located induastries create
hew Jobs in the metropolitan areas, they do not change the existing situation in othe:
areas of the country. It is therefore arguable that new poles of growth should be
established outside the over-congested areas in order to create other points of
attraction for migration movements. |

It is clear that both in the developed and developing countrios one of the necessary
conditions for tho proper solution of the problems of industrial location is the
elaboration of a programme of regional economic development of the given country, which
will put forward valid solutions of such problems as the rates of growth of over-
congested and developing regions, the spatial co-ordination of economic activity and
infrastructure investment and the spatial co-ordination of industrial and urban growth.

An internationally valuable evaluation of Polish experienco in this field is
presented in the recent publication edited by J. Fiaher.l/

4. The conflict of sectoral and regional approaches to industrial location in
developed and deVelogigg countries v
Following the argument presented in Section IV as a hypothesis for discussion

and study it could be said that the conflict of sectoral and regional approaches is
one of the most importent phenomena in the explanation of industrial location in the
developing ccuntries espeecially in countries of medium and large size.

This point of view is supported by tho following analysis of the Indian experience
as presented by S.C. Kuchhal:g/

"Industrial location in India presents sharp contrasts. (n the one hand,
there is dispropcrtionate growth cf a few large scale industries in a few selected
areas and, on the other, the virtual absence of such enterprises in the great part
of the country. Most of the large soale industries are located in Calcutta and
Bombay, primarily as a result of the unregulated freedom enjoyed by industrialists
in promoting menufacturing enterprises and selecting these locations....These two
centres with 12 par cent of the total urban population accounted for 63 per cent
of the total workers...

1/ 3. Pisher, ¥ditor, City and Regional Plapning in Folapd, Ocrnell University Press,
1966,

2/ 8.C. Kuchhal, The Industrigl foomomy of India, Allshabad 1965, p. 262,
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"The lopsided industrial growth had adversely influenced income distribution
and the relative standards of living of the people in different narts of the
country. In particular, it has introduced wide disparity of income betwsen the
industrialized areas andi the underdeveloped regions: as in 1950 the per capita
income of mining and factory workers was RS.600 per annum as against S.200 for
agriocultural labourers. The situation has not improved much since then..."

After this description of the basic facts S.C. Kuchhal makes the following
generalization.

"In an underdeveloped economy balanced regional industrialization is attained
at a somewhat slowor rate in the early stages of development due to the urgent
need to secure the maximum possible increase in national income in relation to
the resources available.

However, as resources increase and development programmes are enlarged
diversified stimuli to growth begin to function over a wide area resulting in
higher living standards in all regions.

But such a policy yields results over a fairly long period.‘
The same problem is stated by Sh. Subramaniarzj in the following way:

"To a certain extent the predominating trend in the last decade in India -
that the already industrialized States... are absorbing the biggest share in
economic develcpment... in the long run could be advantageous too for the backward
areas. This type of development raises the rate of capital formation and
accumulates more savings for the future investment in the backward arees."

After presenting this purely economi: evaluation Sh. Subramaniam stresses the
necessity for considering the non-~economic side of the problem.-‘y
"The problem ie an even regional development and the distribution of the

resources is not a pure economic one: pure economic solutions are impossible.
In this field there exists a competition of national, social and regional aims.
In a country like India the rasvlts of economic planning are so much dependent
on the extent the population and politicians of the differant States are ocon-
vinced by the Planning Commission and the Central Government on the superiority
of the economic logic in relation to the political pressures. The interest of
the different States is concentrated on the distridbution of incomes and the
ereation of new jobs.”

In conclusion the following generalizution can be made: in developing countries
the solution of the conflict of sectoral and regional approaches to industrial location
is more difficuit tharn in the developed countries.

y S.C. W’ Op. 2‘!0, p. 277

‘g/&- lellg 28 FOLRR) 8 &,
Kieler Studien V 69, p. 1Al.

_:_3/ Sh. Subraniam, Mo; p. 14l.

R T —
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The difficulty arises from the fact that in most cases the probleu: of industrial
location is associated with the existence of drastic differences in income levels
between the different regioms. The economic logic demanding concentration of industrial
investment in the ‘'best" regions is therefore challenged by very important social and
politicel considerations. There are also economic arguments for the promotion of the
new industrial poles of growth in the backward areas in developing countries.

The arguments presented above should not lead to the conclusion that the solution
of regional problems in the developing countries could be neglectsd or postponed.

It is suggested only that, in the initiel stages of econamic growth of those countries,
the regional problens are relatively less important.

Thus, 1f a developing country is preparing a long-run programme of economic growth
the solution of regional problems should be planned in the final rathor than the
initial stages of the implementation of this programe.y
5. JXconamie Lntm‘ tion and industrial location in developed and develcping countries

Oomidéring the implications of the material presented in Section IV for the
developing counfries, one should stress the basic difference in the aim of economic
integration in the two groups of countries.

In the developed countries the main aim of economic integration is to increase
productivity via the International Division of Labour and the Internatiomal competition.
In the developing countries, especially those in the early stage of development, these
aims are perhaps of secondary importance and the key jssue of econamic integration is
the creation of employment opportunities through regional co—operation.g/

)/ Compare the following statement of L.R. Vagale expressed in a paper prepared for the
Xoonomic Commission for Asia and the Far kast: ''National Development Planning and
Its Relationship with the Form and Structure of Urban and Regional Systems in the

Oountries of the ZCAFE Region", B/Qi,11/IANR/FURD/L.2 -

"In a developing economy, investible resources, which are meoagre, have to be
utilized to the best advantage, and regions which are already in the process
of development eand which have the urban infrastructure and economic overheads
will therefore take precedence over the depressed regions. This is inheremnt
in the nature of the regional growth process, This does not, however, mean
that depressed regions should not be given due consideration. A practicable
solution to thie appears to lie in the preparation of short-term plams for
the development of 'advanced' regions and long-term plans for the 'depreseed’
regions. A part of the economic return obtained from capital investment in
those regions which have higher growth potential could be invested in long-term
development projects in the under-developed regions. Such an approach would
h;l;;‘;;) roﬂuce the gap in the levels of esonamic development of the two types
0 on.

£/ Campere 8. Dell, Irade Blogks and Common Mariets, Lomdon, 1963, p. 184.
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In this formulation the word "regional" is used in the sense of United Natinns termi-
nology where region is equal to a group of nations. In the developing countries,
therefore, economic integration, especially of small nations, is in many cases a
conditio sine gqua non of the decision to build a new industrial plant of the optimum,
or at least minimum, size. Without the existence of common market arrangements the
construction of the plant would be impossible because each of the markets of the member
countries would be too smalll/to create demand for its output. In these conditions

a new type of industrial location in developing countries is emerging - location based

on a common market. -/ After this investment decision there is a crucial difficulty.
The new plant must be located in one of the member countries which will get the biggest
share in the advantages deriving from the development of this plant.

In this context the necessity of intergovernmental agreements on industrial
location is stressed by S. Dell as follows:

"Two main arguments have been advanced against any programme of inter-
governmental agreements on the distribution of industry; that it would interfere
with the optimum location of industry, and that it would encourage monopoly.

On the one hand, it is contended that strictly industrial considerations
based on the principle of comparative advantage would cause new factories to be
located in reglons providing the best combination of transport and power tacili-
ties, trained labour and ample raw materials and intermediate products. The
licensing of industry approach, on the other hand, would retard industrial
efficiency insofar as new plants had to be located in countries or areas that
vere less suitable than the best sites available.

The weakness of this argument lies in the static concept of the principle
of comparative advantage that is implied. If, indeed, this static point of
view were pressed to its logical conclusion, one would have to say that most of
the new plants probably should not be placed anywhere in the less developed areas,
but rather in North America or Western Europe. If, on the other hand, the
principle of comparative advantage is reintarpreted within a dynamic framework
there is every reason to expect that even thnse countries that are industrially
ieaat developed at the present time will be ouerating viable industries in the

ong run.

1/ The money income of the "median" African country 1is probably less than that of an
English towe of 100,000 inhabitants - A.J. Brown - 3;u 4

economic uniong - p. 180 in the Volume - E
2/ Compare: W. T Newlyn,

N e

3/ s. Dell, "Regional Integration and the Industrialization of Leas-Developed Countries", 41
y Vol. III, N-. 3, October 1965, p. 42.

i
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"It is also apparent that concentration of new industrios in only one or
two countries of a regional grouping would quickly cause the grouping to break
up for lack of any incentive to the less-favoured countries to stay i:. In the
case of Central America, for example, there is no reason why lcnduras should
agree to import manufactured goods from El Salvador or Guatemala at prices
higher than those «t which it ¢nuld buy them from the United States, unless
£l Salvador and Guatemala are, in turn, prepared to take manufactures from
Honduras, Industrial development is just ac indispensable an ingredient in
the solution of the economic problems of Honduras as it is in the advancement
of £1 Salvador and Guatemala. The same considerations have prompted Tanganyika
and Uganda to ensure that they obtain their fair share in the overall industrial
development of the wmast african Common Market, where free market forces operating
without restraint would tend to locate most industry in Kenya.”

Thus, in the case of industrial location in the framework of such arrangements as the
Central Americaxy and kast african Common Market, two interrelated issues are very
important: primo, the proper allocation of new locations based on a common market
among the member countries - secondo, the establishment of institutions which would
promote the propor distribution of advantages derived from these industrial locations.
From the point of view of economic research in this field we have a valuable
starting point in the model desigmed by A.J. Broung/ and developed by W.T. Newlyn.-s/
Another important contribution in this field we find in a recent study of the Research
and Planning Division of the sconomic Commission for asia and the Far iast .-y
When looking at the problem of industrial location and economic integration on a
continental scale, especially in the case of Latin america, a second important topic
for consideration arises. This is the trend set up by the sectoral forces towards
a development in the first place of relations between the core areas of the member
countries, while considering as less important the growing disparity of the levels
of econamic development between the core areas in the respective countries and their
huge peripheries.

1/ Compare the Study: Central iAmerica: Industrial Policy Problems, p. 117-130,

geonomic Bulletin for Iwg, March 1964. Economic Community for Latin
Amorl.c&, Santiago, Chile.

2/ A.J. Brown, 'Economic Saparation versus .a Common Market in Doveloping Countries',
XYorkshire Pulletin of dcogomic and Socia) Regeqroh, May 1961 and November 1961.

3/ W.T. Newlyn, oD, Cito

4/ "A Model for International Harmonization of Development Plans", Research and Planning
Division, iconomic Commission for Asia and the Far Xast, United Nations 1966,

. O
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This problem is presented by P.i. Odel'll‘/ in the following way:

"This paper has attempted to demonstrate that the moves toward Latin
American economic integration do have some possible adverse consequences. The
protagonists of in‘egration have not, it would seem, examined the spatial
consequences: this 1s hardly a surprising phenomenmon in light of the fact that
the prime motivators have been economists who - as a professional group - are
not orientated to think in spatial terms(although there are, of course, same
notablo exceptions to this genmeral rule} Were they to think spatially, they
mighs arguo that the stimulis to economic growth produced by integration will
be 80 great that the limited industrial '"core' areas will sond out ever-
strengthening ripples of "spillover' of ''spread" effects to the less favoured
regions which will thus be dragged up on the coat-tails of the core areas}
But where is the evidence that this is likely to occur - the empirical evidence
from most of Latin America to date' -~ as well as from other parts of the world -
suggests exactly the opposite: that, in fact, a developing area will ~-as it
develops inevitably act as an increasingly powerful magnet drawing in population
and capital frem the remainder of the country and creating increasingly signif{cant
differentials in income lsvels between itself and the backward areas of the
country. Ultimately, there is a danger that an integrated Latin America will
become a series of inter-connected ''core' areas feeding on and having close
relations with each other. As an inevitable concomitent of this development,
each core area will be largely divorced from any effective and mutually beneficial
contact with the remainder of the national territory within which it is situated."

This is a very important point presented, however, not without exaggeration.
It 18 not professional bias, but the sequence of economic analysis and policy which
have induced the prctagonists of integration in latin America to concentrate their
attention in the first stage on the balanced development of regional economy, defined
as the necessity to diminish the differences in the levels of economic development
of different countries in latin America, and not on the interregional differences inside
each oountry.-g/ Here we can see a parallel to the experience of the Huropean Common
Market where the intorregional differences within the member countries were not a
subject of concern in the first stages of development of this institution.

6. QCamprehensive national economic programming and industriel location SRR
ﬂl_m_gl,_gﬂng_cp_\;_@gu,_.. , ' ) i 2010 develcped

The materials presented in this study lead to the copclusion that both in the
developed and developing countries the problems of industrial location cannot be treated
a8 an isolated phenomenon. These problems are deeply involved in the ﬁ-c;-o:-ooonmio

4/ P.R. Odell, Latin American fconomic Intearation ansl..;tg_'ymt.i.oa_w
t. & paper to be read to the Latin ameriocan-Kefional Sonference of t
International Geogrephical Union, Mexico, D.F., August 1966, '

&/ A.B. Cortes, Crecimento economjco de Americs. latizs, Sentiago de Chile 1960 - quoted
from the Polish edition, Warsaw 1964, p. 234,
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process of the sectoral and regional transformation of the national economy of a given
country and of the relation of this economy to that of other countries. It appears,
therefore, necessary to stress that both in the developed and in the developing countries
comprehensive national programming should be recognized as the best framework for the
macro-economic solutions of the problems of industrial location.

In the post-war period many authors and institutions devoted their attention to
the methods of construction of long-run plans and programnes.‘-v The solutione proposed
repreaent;ed a high level of aggregation and did not recognize the regional dimension
of national economic growth. In the last few years there have boen a growing number
of publioations trying to eliminata this duficiency cf long-run oconaomic planning and

programuing ¢ 2/

paper prenntod during tho United Nauonl conrorenoo : Appuoation orScience
and Technology to the Developing Countries. Document C/Conf. 39/12. The approach
of M, Kalecki 18 presented too in Economic Planning in furope, Geneva 1965,

Ohapt.r 11,

2/ Compare: V.S, Dadajan, 4 Mode)
mmq..tm Roonogy; T-A- Reiner, Sub-nationg) end
; both papers in Regional Science Association Papers, Vol. 14, 1965,

K, Boowld- wmmw Warsaw 1966, -
L.R. Vaglle,
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SECTION V1

Conclusions_and prospects

1. Introductory remarks

Directly or indirectly the problem of the criteria and levels of decisions in
industrial location has been discussed in all sections of this study, but in no place
has an att mpt been wade to consider it in a comprehensive way.

Such on attempt will be presented in Section VI. In the following paragraphs of
this section the most important elements of Figure 11 will be analysed. Thig Figure
was designod as a schematic outline for further discussions in this field.

2. Programmning and decision units

There are three types of programming and decision units;/ which can be involved
in the process of industrial location: the national, the industrial and the regionsal
units.

It is clear that not every location has to be analysed or decided by all seven
units distinguished in the scheme. One can indicate three factors of differentiation
in this field.

(a) the ecoromic and political system of the given country, recognizing

or not recognizing the necessity of the existence of a comprehensive

set ¢f inutitutions involved in the national, sectoral and regional
programming activities. Here one should mention not only the difference

between the centrally planned and market economies but also the differences

among Western countries.®

\b) the size and regional differentiation of the given country. It
should be stressed that the relationship of national and regional
programning units is different in countries of different size: a regional
decision in a large country often corresponds to a national decision in a
snall one.

1/ 1In Section VI the simplified assumption is accepted that the prograrming units

are at the same time units of decision and implementation. In reality these functions
are very often divided. However, this simplifying assumption does not destroy the
validity of the arguments of Section VI.

2/ Compare chapters III and V in Economic Planning in Europe, Part 2 Economic Survey
of Europe 1962, Geneva 1965.
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¢ oxtpemely L1 L1t and can he achieved nly #ithin the framework of a long-

‘orm amd cotgmehansive set of enon fic wi social policies designed on e national
saals.

it 1a, at present, inp ssible t¢ linit research and planning activity to he
reglonal scale and see ~nly the relati n of the overcongested core ereas of Paris

» London v the surr-unding regi-n .f Northern France or South-east England
respsctively. The natinal approach neans that account should also be taken of
the pr-bles: f relatively overcongested Northern France in relation to relatively
nder-devel perd Southern Prance, r the problem of South-east ¥ngland versus the
rest [ the country.

There is n doubt that both in Great Britainﬁ/ and in I'rance'y the naticnal
approack t the prodblon ~f ~vercongosted areas is prevailing at the present tiue.
When, howevar, tho consequencos of tho policies of the past are analysed, it
appears that these policies were nore effective on the regional than on the national
scale. In other words, it was easier tc bring about a change in the relation of
Paris to Northern Prance and that of London to South-east England, than the relation
Northern %o Southern [rance, or South-east Ingland to the rest of the coumtry.
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an erp rical support to filas oconclusion is supplied hy the cart graphical
inventery of the results »f industrial docentralisation {sev Flgurv 4.
Figure /4 illustrates the distribution of new industrial jobs created within
the framework of tho decentralisation activities of the Regin of Paris in the
years 1949-1963.
4 more comprehensive evaluation of the problem of industrial expansion of the
Pariaian region is possible through the analysis of Figure 5, indicating the changes
in the distribution of the manufacturing industries in France in the years 1906~1954.
Two conclusions emerge from this analysis:
(a) the growing share of the Parisian region in the country's
industrial employment.

(b) the change in the rolative rates of expansion of the core
and of the fringe of the region. In the years 1906-1926
the core was growing quicker than the fringe, in the years
1926-1954 the fringe was growing quicker than the core, whero
the rate of growth was lower than tho national avorage.

4 map covering the period of the noxt 28 years (1954~1982) would probably indicate
that the rate of industrial expansior. of the whole Parisian Region was lower than the
national average and that the region's share in the country's industrial employment
was shrinking. ‘

. Analysis of the relative rates of growbh of dfferent regions in different perioda
is an importent tool in the evaluation of the results cf different economic and
.soclal policies as applied to the solution of the problem of over-congested and
under-developed regions. Nevertheless, a comprehensive evaluation of the spatial
differentiation of industrial growth should take into account not only the rate
but also the volume of growth. In the analysis of Polish experience. during the |
years 1946~1960, three types of industrial development may be distinguished from this
point of view

V F. Coront-Duclusean - Lg formation de l'ospac économicue national
&/ A Tudinad, gpigit,
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With the growing importence of social factors in industrial location,;’/the
velidity cf cociological studies in this field has also to be renenbered. Indus-
trial sociology is ore of the most rapidly growing social sciences presenting new
approaches in the field of industrial location.” Especially interesting are the
sociological studies analysing the social consequences of industrial location imple-
nented in regions representing different complexes of social conditions and relations.

Ideas derived from these studies might well be valid for the formulation and
implenentation of locational policies in developing countries. There is no doubt
that the interchange of the experiences of different disciplines in the field of
industrial location is importent for the solution of the problenms involved.

However an interdisciplinary approach means ruch more than the interchange of
experience. It means the study of the same problem at the same time, and perhaps in
the same place by a tean of scholars representing different disciplines. The
pronotion of such studies in the field of industrial location is most necessary.

Stressing the role of social sciences in the solution of the problem of indus-
trial location, one should not underestimate the basic contribution of technological
sciences - especially in the forecasting of the locationsl inplementation of technical
progress .

In the development of co-operation among different disciplines for the solution
of the problem of industrial location, the application of quantitative methods is &
very effective tool. These methods improve not only the channels of interdisciplinary
conrmunication but also facilitate the practical implementation of the results of the
research activity.

1/ Compare: J. Drownowski - Social and Econouic Factors in Developuent - Report No.3,
UN Research Institute for Social Development, Geneva 1966.
Compare: S, Florence. Economics and Sociology of Iudusiry. London 1964.
J. Ssosepadiski. The Present State of Sociological Investigations on the Social Processes
- of Industrialigation. "Sociological Studies" 1964, no. 3/14/, pp. 5-50.
A. Touraine. Sociologie de l'action. Paris 1965.
Sociology in USRR, wvol. II, Moskow 1966.
Compare the results of a research project prouwoted by the Buropean Co-ordination
Centre for Research and Documentation in Social Sciences in Vienna.

]
¢ )
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In any generalizations relating to the developnent of quantitative methods and
nodels as applied to industrial location;/ it night perhaps be said that the most
important achievements are in two fields: pring, in the selsction of the optimal
locaticn of an individual plant or groups of plants, and gecondo, in the development
of nodels of industrial growth of different regions or countries. The first type of
riodel 1s in nost cases associated with the application of micro-economic criteria

I “——

and the second with macro-economic ones.

The basic difficulty consists in the developnent of a nodel which would facilitate
the process of the proper selection of industrial location in which an integrated set
of pacro- and miero-econamic criteria is 4a.ppl.’t.ezfd.:2

Concluding the final remarks of this study, one should emphasise the noed

to davelop international discussion on the future trends of research
in the field of industrial location.j/

1/ Compare: S. Leszczycki. A Few Remarks on Econonie Geography in Connection with

the GAZrzfzgznce in Osieczna. "Polish Geographical Review", vol. XXVIII, 1956, no. 3,

ppo - . ’

J. Rudsfiski. The progress of studies of Industrial Location Abroad and Directions of

Research in Poland. "Polish Geographical Review", vol. XXVIII, 1956, no. 3, pp.505-532.

P. N. Stiepanow, “"Geografiva promyshlennosti SSSE, Moscow 1955.

E. Otremba. Allgemaine Agrar- und Industriegeographie., Stuttgart 1953.

2/ It is quite rlear that even the best possible development of quantitative methods

will not eliminate the basic role in the process of industrial location of Judgments

of experienced professionals, rnnagers and politicians.

& ngga;:: IJJ.nitedtNatiogl Center for Industrial Development, Industrial Locationm,
glo velopment and ated Subjects. A ti annotateiBiblio, .

Working Draft - April 1966. Sowjet go Ilucunip?:. =y v srepy

Proisweditelnych 311. Bibljografija po wap;rossn Razeieszcsenija 1 Rajonirowani ja

Promysslennosti S88R, Moskwa 1960. Bibliographie selective sur: La Politique

Régionale Européenne Communsntes Européanies, Bruxelles 1966.

" RN e -
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(c) . the sise and market interrelations of the plant which is the
6pje‘ct“ of the locational decision. There is a basic difference
~ between the decisions concerning the location of a big plant serving
" international markets and a small plant serving local markets.
Table 18 presents an inventory of possible situations vhen we assume
the d:lfforentiatibn in the sise of the cuuntry and the sise of the

plant.

TABLE 18
The sise . ? Type of market
of the Sise of country served
plant saall nedium big % e plant
; z : =
) regional
Seall 3 7 1 national
- " A 8 12 intemational
]1.2 17 a local
: : 18 2 regional
Hediun 15 19 o national
16 2 Lf 24 international
g g | 33 local
- 3 regional
Bl k4 ‘2 35 national
23 32 36 international

ummmmﬂummmmmnmmm,mmummu
p\mﬂntdnidmmuunhnwlndhthmmotlouﬁmuumoﬂ
pmtumnnthommsmumum

The location of a nev cement plant in the United States corresponds to situstion

22 1n Table 18. ‘Let us sssume that ve are discussing the construction of the cement
sill in Albuquerque, mm«ywmmmmmtcewmmmm
oment xills“located in the western and south westers regions of the United States,
hMMMMWMhmAhMﬂn%MM
process.. mmawmmm(’g,mm«aw
nmmumauuofum(h),mmmumun
M(’rg.

)/ Prodwtion espacity about 400,000 toms per year.




ik . i

:'_n/ L't'JL/ 6’)-2
page 103

The locaticn of a now cement plant in Poland corresponds to situation 31 in
Table 18. Let us assume that we are discussing the construction of the No
cement nill. In the process of this locational decision the following planning units
would be involved.

1. The association of Cement Industry in Sosnowiec (Pi ).

2. The Ministry of Building Materials Industry and Construction
ir. ¥arsavw (P11)

3. The Authcrities of the Province of Kielce including the Regional
Planning Cffice (P rq).

The Lozal Auihorities of the County of Kielce (Prz).

5. The National Planning Compission in Warsaw (Pn).

These two cases are presented as examples of situations which can be inteipreted in
the framework of schemes adopted in Figure 11 and Teble 18.

This identification is a necessary prelininary stage in the evaluation of the
locational decision. Schenes proposed in Figure 11 and Table 1f are perhaps heipful in
international comparisans in this field. The next step of the analysis is the evale
uation of criteria applied by programning units of different types.

3. Criteria applied in injustrisl programuing

The optinization of the performance of the enterprise, expressed via the
waximization of profits or minimization of cost, 2/ is recognized as the basic criterion
of location ia the framework of industrial programuing, if this activity 1s implenented
by 1 or ¥ 1, units.

The elements which should be taken into account in the computation of locational
advantages and disadvantages, are different in different branches of industry, The
technological and economic peculiarities of the given oranch of industry are reflected
in vhe differance in the relative importance of different factors of location., This is
why in Figure 11 the column of branches is introduced between the colum of criteria
and the colum of factors.

Let us now consider the application of the micro-criterion by the prognmﬂng
units of different levels. The most siople situation exists in the case of 13 unit,
The locational problen of the single plant enterprise was analysed rather thoroughly
in the classical theory of location. The possibilities of progress in this field are
lind ted.

3/ Procuction capacity about 1,000,000 tons per year.
&/ et a given level of production. |
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The location decisions faced by P:12 units are ruch ncre coupliceted. In this
case the location of new capacity nust be related to the location of the existing
plants. The evaluation of this locaticnal decision mst take into account not only
the performance of the new capacity, but also the influence of this performance on
the total activity of the multi-plant enterprise.

The role of Pil units in the process of locational decisions is very important,
especially in the centrally planned econoaies.y These units, contrary to the practice

of Pi and P13 units, apply, or should apply, not only the ricro-econonic but also
P

2
the neero-economic criteria. In locational decisions the "1, units should take into

account not only the "sectoral" efficiency of the given loca}:ion but also the in-
fluence of this location on the interregional belance cf the naticnal econony.
L. Criteria applied in national progran

The analysis of the long-run eccnonic policies of the ECE countries would
probably justify the statement that the ncero-criteria listed in Figure 11 are applied,
or at least recogniged, in aluost all countries. The international differenced in
this field are expressed in the relative importance of the criteria distinguished in
different countries, in the nethods of their inplementatioxrg/ and in the results
obtained.

The first two criteria are applied in the decisions concerning the growth of the
national econony as a whole of the given country. Both criteria are nade subject to
certain constraints.

1/ Hovever, in some cases in the Western countries as well, the P3‘*1 units have a
very importent or even decisive role in the process of locational decisions. A very
good exarple is supplied by Electricité de France in the field of long range programming
of the locertion of electric power plants. Coopare -
de France - Case Study submitted by Pranee ta the Fourth Meeting of Senior Econonic
Advisers, Geneva, June 1966.

The different instrunments of regional policy and planning in the ECE countries are
discussed in the Study, Problems of Regional Planning and Development in Burope and in
ths United States, ECE Eco Bulle ror Burcne, November 1965; compare, tco. the

Régiaongle, Colloque annuel de l'iuociation de Science
Nacur, Septenber 1966, -

pe

s

papers of J. Paelinck,
0 B3 8 O que &

Ré (z:-' onale de ‘A n mmgn

.‘l.ﬁi ‘L M

?

3/ Perhaps the rost irportant one is the balance of payuent comstraint.
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But in general it can be said that in the first criterion the production aspect of
econouic growth is expressed, and in the second, the welfare aspect.

In the analysis of the interrelationships of these two criteria the time horizon
is very inmportant. Especially in short-run progranning the application of these two
criteria pay lead to conflicting results. There are even propoeals to interpret this
conflict between the maximization of investuent and maxinization of comsumption in
the frauework of the theory of gaues.

The recognition of the fact that regional econouic developuent in a given
country is an important nacro-econonic problew led to the formlation of two additional
nacro-criteria which are applied in national policies.

The third criterion listed in Figure 11 has grown out of the negative experiences
of different countries in the field of underdeveloped or depressed regions. In this
context not only were the econcuic factors considered, but also the soclal consequences
of such phenomena as rapid depopulation of soue regions and overcongestion of others.
In many countries this last problen was discussed from the point of view of national
security. All these considerations led to the formulation of the notion of the
interregional balance of national economy. It rermins open to discussion as to
whether this is a separate criterion of national po’icy or only a ccnstiraint which
should be introduced in the application of the first criterion (naxinisation of
national rate of growth). "

The fourth criterion - the minimization of inte.regional differences in the
levels of per capita consumption - is both a criterion of social and of econonic
policy. Here too it may be asked whether this is a separate criterion or only a
constraint which should be introduced in the application of the second criterion
(mxinisation of per capita consunption in national scale).

* The prohlen of interregional differences in the lmln of per capits cot’lunpt:lon
is in nost cases discussed jointly with the evaluation of the scale and diréction of
interregionsl migration. The interregional consumption differentials are one of the

1. V. 8. Dadayan - A Model of Interreg Relationshipe Single Sys ptisun
also: J. Svennilson ~ Planx

Archiv, Heft 2, 1965. H. Ciersch, Ih

Review, No. 1, 1965. -
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very important factors generating jnterregional migration, which in turn tends to reduce
the interregional consuuption differentials but at the same tine increases the diff-
erences in the density of econcmic activity (over-concentraticn and depopulation).

Therefore, the application of the third and fourth racro-criteria in national
econauic policy indirectly involves a set of attitudes and approaches to the problen
of interregional nigration.

There is no ddubt that tke location of industriel plants, especially of large
size, is one of the very important tools in the inplenentation of national econoudc
policies, as expressed by criterion No. 3 and 4. Therefore, the planning and
programning units of Pn type, in a growing nunber of countries, are trying to find a

proper solution in the application of pacro-criteria to the problem of industrial
location. In this way the Pn units act, or shculd act, as arbiters in the conflict
of sectoral and regional approaches to industrial location.

5. iteria d egi 0

It is true that the Pr units think in aggregative terms and use the basic notions
applied in national economic policy (income, investment, consunption and so on). But
these notions are applied to a regional economy and not to a national economy. In
other words there exists a difference in scale and a difference in the external
economic relations of the given areal unit. 3/

Therefore the point of view of many regional planners - that their argunents
represent the macro-criteria of national economic pelicy - cannot be accepted.

We lmow that the sun of regional plans does not create the national plan for a
given country. It is clear thet the accepted average rate of economic growth for a
given country must include regional rates of growth, which for some regions are above
and for some others below the national average. The decision on the interregional i

1/ Compare: A. Kuklinski - Griterja of the Cogparstivs

Q‘MMM%;, Paper mbrdttod by Poland to the III Mooting of Smior Econoﬁc
Advisers, Geneva 1964, Ai. Beltramone: WWW- 4

G. Villers, Paris 1966. IIO - In ational 0L A8

A study of Inter-lndustry, Occupatdaml and Goographical Mobdlity in Soloct.od Cmmtriu
of western Burope, Geneva 1965.

2/ Compare Section III.6 of this study.

3/ Among others, there is no balance of payments constraint in rogicul policies.
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differentiation of the national rate of economic growth is a typical macro—economic
decision reached at the central level of the Pn type units. In such conditions it
is better to say that the criteria of regional programming represent an intermediary
type Hetween the micro- and nacro-criteria.

The second characteristic feature of regicnal programming is expressed by the
fact that, in different types of regions, different criteria are applied or there
exists a difference in ranking of the importance of the criteria presented in Figure 11.

It is worth stressing that in the explanation of the difference in the application
of a set of criteria in regional programing, the type of reglon is more important
than the level of programming unit ( ry P r,, or Pr3) ‘

Let us consider, therefore, what critsria are epplied to industrial location by
regional programming units representing normal, overcongested, depressed and under-
developed regions. The characteristic festures of overcongested, underdeveloped and
depressed regions were analyzed in Section III of this study. Here we present an
attempt t> define a normal region which cannot be classified as overcongested.

In the case of a “normal® region - which ca.not be classified as overcongested,
depressed or underdeveloped - there is no necessity to design a special economic policy
in order to solve special problems. (enerally the reé:lonal programming units in a
normal region are most anxicus to attract the loceation of new plants.

Industrial d=velopment is recognized as one of the most effective ways in the
maximization of regional rates of economic growth and in thé maximization of
per capita conaumption.g/ In practical discussion the application of these two
criteria is expressed in most cases as the preference for the creation of new
industrial jobs in a given region.

These preferences can be interpreted in both quentitative and qualitative terms.
Not only is the quantity of new jobs created valid, but also the quality as a way to
attract into the region the specialists representing very high levels of technical or
mnggeria.l abilities. '

],/ The regional rates of growth are determined mainly via the 1nterreglona1 allocation
of investment. This is the field vhere interregional competition and inter-
regional conflicts are manifested most clearly. In the discussion of this problem
the time lag between the allocation of investment and the interregional change in
the rates of growth should not be overlooked. We can imdgine a situation where
the allocation of investment in the underdeveloped re¢ions of a given country .
causes, in the first stage, ar acceleration in the rate of growth of the developed
regions, which supply the machines and Other capital goods needed by the under-
developed regions.

2/ The application of these two criteria can lead to conflicting results especially
in short-run considerations.
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Howsver the regional programming units - in normal regions - will not try to
attract new industrial location at any price. BEach new industrial location 1s
evaluated via the application of criteria > and 4, which to a certain extent could be
regarded as constraints in the application of the first two criteria,

This means that the regionsl programming units accept new location only where it
is not harmful to the implementation of land use and infrastructure investment pro-
gramnes which are recognized as optimal at a given time.l/ For example, the regional
programming unit will not approve the location of a new plant in an area which should
be developed as a place for recreation. Similarly, the regional programming units
will reject a proposal of a new location which will destroy unique natural or his-
torical objects.

The programuing units of depressed or underdeveloped regions are less anxious to
apply these restrictive criteria to proposed new industrial location, These pro-
gramming units, very often overwhelued Ly short-run considerations, are willing to
pay a very high price for new industrial locations. In the long run this is not a
good pclicy, since sometimes the industrial development of an underdeveloped region
ie a less optimal solution than the adeptation of this region to the growing demends
of national or international touriasm.

In the approach of regional programming units of overcongested regions to indus-
trial location, the restrictive elements are most impartent. All kinds of measures
are applied in order to prevent new industrial location in such areas. This negative
attitude is generally expressed in the application of the third criterion, stressing
that a new industrial location in an overcongested regicn will contribute towards

further deterioration of the land use pattern and acute problems of infra-structurs
investment.

6. Ipal repariks -

Two interrelated problems canstlitute the key issues of this study. The first 1a
the eénuergence and growing importunce of nacro—critcria, lnd.th. second ie the btlid
_ohange in the structure and mechanism of the decision paking prf‘OOI in the field of
' 1nduatr:ln1 1ocation. . S :

Y ‘rhoro are alm other considerations which should be unt:lumd here und upoohuy
the prohlcn of the proper belance of manpower. .

: Mihailovic, K, "Regionalni Aspekt Privrednog Rasvcja®, %" No. 1,
1962. (English translation in Eagtern Euronean Econotdes. Fall-Winter 1
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The simple classical situation of the XIX century - one decision naking unit
applying one micro-criterion - is no longer valid. In contemlporary econonic and
social conditionsl/ the locational decision is the result of a multi-stage and
corprehensive process. »

In this new situation a major prectical and theoretical problem is emerging:
how to improve the structure and mechanisn of this process in order to supply optimal
locational decisions in a limited amount of time. Since this is a comprehensive
problem, the interdisciplinary approach should be the basic feature of research
activity in this field. This research could develop the contributicns of different
disciplines and especially of economic, geographical, sociological. and technoligical
gciences. |

First of all the basic change in the scope of economics as a research discipline
has to be noted. In the last decades the relatively unimportant problem of locaticral
enaiysis has beeu developed into a new specialized field of econoric research which is
defined as spatial or regional cconomics?® This change created new perspectives for
the solutions of the problems of industrial location in the framework of national and
regionel econonic developnent.

In this context, the contributions of economic geography and sociology should be
emphasized. A new field of geographical research called industrial geography his E
been develop:d in the past decade;é/ A suggestion has recently been discussed to create
a special commission on indust.ial location and development within the framework of
the activities of the International Geographical Union.

1/ We do not overlook the important differences in this field between the countries

of centrally planned and the countries of market economies.

g/ Compare. remarks on the character and connent of regional economies in: Problems
” . & 8. B ] ves

ECE Economic Bulletin for Europe, November 1965, . 3.

3/ Compare Resources for the Future, Staff Study - Desiga for a Worldwide Study of
Regional Development - A report to the United Nations cn a Proposed Research Training
Programme, Washington DC, 1966.

4/ Compare: W. S. Niemcynow. Ekonomiko-metematiceskije metody 1 modeli. Moskwa 1965,
W. Isard. Methods of Regional Analysis, NY, 1960,

A. Gosh. Efficiency in location and interregional flows - Indian cement industry
during the five year plans, 1950-1959. Amsterdam 1965. Contributions to Economic
Avalysis, No.34. ' ,






