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I.  Inkroduotion

1. Th. oxpr.seion "factors in th. location of industry" m.ans th. r.sourc.s
and oonditions which ar. .ssuntirl for industricl production ond diffor fundo-
montally from orce to arca.
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2. By dufinition, faotors in th. locetion of indusiry ar.: charncturizud by
a lusscr dugr.o of guogrephicnl mobility than the location of industrial undur-
takings which thuy dstormine.

The roletivoly small mobility of location factors mey b: duc $o vithur
sconomic rocsone (whors goographionl displacomunt of tho location factors is
olearly inoxpudiont from tho ocoonomio point of viow) or physiocal rcasons (whora
such displacamont is pivnioa.lly impossibla).

I 3. Gonorslly speaking, location factors ocompriss tho following considerations:
k natural conditions and rosources, social and cconomic conditions, and transport.

Up to now thorc has boon no uniform classification of location factors
and oconsaquantly many of them overlap. For oxamply, thu torms "oxtornal
sponomios™, "intor-industry coonomios" and "urbanigzation oconomius" oftun rafloot
tha same or difforent advantegos affooting individuel untorprisas whon thuy are
locatod in arcas with a high torritorial ooncontration of industry and othor
sotivitics. ioroovor, in soms cases cconomivcs may rusult from lowor transport
costs whilo in othurs thay may bo achicvod as a rasult of lower oxpunditurc on
infrastructuro, oasior contacts botwoen reprosantatives of firms and ontor-
prisas, tha availability of skillod labour in euxiliary industrics and intore
sodiato industrios, stc.

Anothar inprooiso torm is "oconomios of soala", which covers the loworing
of production uxponscs as ontorprises inoroaso thoir capacity through tochno-
logical advancus, tho inoroaso in transport costs with tho growth in the trans-
port redius, and quostions of urban dovolopment: (28 & rule, it is expodiont
for large mamufscturing ontorpriscs to bo located in large urban oantros).

V On thu inadoqunrcius of thu oxisting olassification of loceation faotors, 830
3. Tosco, “Tho rolu of auxiliary industrics and sorvio.s in industriel
; location®, (paper properud for tho Intorregional Suminar on Industrial
Looation and lugional Duvolopmunt).
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It is not the purposc of thig paper to provide o comprohensive and antiroly
unequivooal classifioation of location factors, although it will attampt to
avoid ropetitions and duplioations as far as possibla, Consoquontly the problenm
of sstablishing an appropriate classification still romains to be solved,

4. In this paper, tho analysis of location factors is subordinated to the
task of dovising an adequate instrumont for dooision-meking in oconnexion with
industrial looation and regional dovelopmoent polioy. Aocordingly, location
faotors must also bo classified acoording to thu level at which ths deocision
is takon angd, consoquently, according to the levol of doteil of the analysis
(oconomio Zonos, ocoonomic arcas, urban agglomorations, towns, groups of entor-
priscs and individual ontorprises).

: On the other hand, spooific groups of factors should be teken into oon-
sidoration only whon making tho relovant ‘analysis,

Se Tho hypothosis that it can bo oxpadient to considor tho role of individual
location faotors in isolation cannot lay any oclaims to sciontific acouraqy, as
it is obviously ossential to taks into acoount simultancously the froquontly
contradiotory influcnooe of all the location factors put togethor, | Pufting the
mattor moro gonorally, it is essontial to tako into acoount a1l thg ooﬁditionl
which have to be obsorved in ordor to satisfy the oritoria of offaootivoness.

6. At the samo timu, howaver, in practioo it is Nuoessary to use loss highly
perfoctod and loss all-ombracing mothods of solving probloms of the location of
industry. Bimplifiod muthods of solving thoso probloms Prasuppose tho careful
analysis of the rolativo influence of the individual factors on the branch of
industry in quostion, undor tho spccific social and eoonomic conditions of
difforant ocuntriocs, Indood, this is tho main subjoot of di_aouuion‘under
agonda item 2, ‘. L

T. A vory important loostion factor is tho industrial development poliqy
followed in tho oountry in quostion, as this SovVers a numbexr of the most impor-
tant sooial, oconomic and lion-oconomioc problems such as tho devolopment of a nat-
work of towns, tho devalopmont of backward arezs, tho oqualisation of inocome
among the population, national politics, defonce roquiroments, and so rorth.'v

1/ 8o "Industrial location planning®, Intornational Symposium on Industrial
Devalopmont, Athons, 29 Novembor - 20 Dacombor, 1967, pego 11.
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Thoso questions, howovor, call for special discussion, as provided for in
the agenda.

II. K onditio 80

8. Extractive industries oan obviously only be located where thore aro appro-
priate natural resourcos. The discovery of resourcas in a given area deponds
t0 a oonsiderablo oxtent, howovor, on the magnitudo and direcotion of goologionl

survey work, which thus influonoes to a oonsidorable degree tho futuro location
of extractivo industries.

Tho painstaking and purposcful invostigation of natural rosourcoes in
developing oountries, despite ite considerablec oost, is thus an important pre-
requisite to the dotermination of tho oorreot line of future developmont and
looation of industry. The amount of oxpendituro on geologioal survay work in
relation to tho oountry's level of davelopment and other spsoific faotors is
an intoresting question for discussion at the sominar,.

N, at 0
e !uvourable or unfavourablo natural and climatio conditions of given arcas
of & oduntry manifost thomsclvos in variations in tho oost of building and
fitting out industrial undertakings and in the oost of roads, housing, sorvice
roquiremonts, oto. Thay also have an influence on the cost of living and oon-
soquently on wage lovals,

Genorally speaking, it is mostly oxtraotive industrial undertakings which
are looated in areas with unfavourablc natural and olimatio conditions, such
location being justifiod by the presonco of important doposits of natural ro-
sources and the need for only a relatively small labour forocac.

10. Resources of fusl, power and raw matorials influonoe tho location of manu~
facturing industry through the difforences in their prioce (inocluding production
and transport costs) in difforent areas of the country.

The use of isolated individual figuros for tho cost of oxtracting and
transporting those resources in caloulations of tho rolative advantages of
different locations for manufacturing onterprises mey load to serious errors,
however. A more correct mothod is the preliminary oceloulation of optimum models
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for tho dovolopmont and looation of appropriatc branohcs of oxtractive industry,
followed by the dotormination, through tho solution of the dual problom, of so-
oallod optimum planning ostimatos (shadow priocs).

11.  Mgtor posourcgs arc ofton o limiting factor in tho looation of modarn
industry, pertioularly in such branchos as the chemical industry, the fuel and
powor industry and tho forrous and non-forrous motals industrics. In cstimating
future use of wator rosources it is ossontial to bear in mind thoir wider signi-
ficanco as onc of tho most important proroquisitos for the oxistence of man and
tho satisfaction of his noods.

In a groat many oountrios thore is a roal nead for the aostablishment of
a soientifioally basod policy for tho oonservation and cemprshensive utilise~
tion of wator resourcos. Such a policy oan have & significant influencs om the
loocation of industry. |

12. land rosourcos arc a gonoral condition for the location of industry. In
this pepor thoy will be oconsidered only as tho sito for location of partioular
installations (without refarunoe to sub-soil or minoral resourcas). Topo-
graphy and soil oombinations havo a ooneidarablo influonce on tho cost of
installing on ontorprise but, as a ruloe, thesc factors nood bo taken into
acoount only at tho stago of studying thu location of spoocific entorprises.

Bqually important is the coonomio ovaluation of a partioular piece of.
land in oonnoxion with the ronta.l.z/ The rontal on land in large towns, in
fortilo agricultural arcas and avcas with minoral doposits should bo given oare-
ful oonsidoration whon ostimating tho advantagos of industrial loocation.

y R.No Nekraﬂw, "Pooria i
(pepor prepared for tho
Rogional Dovolopment); also M.M. Albogov "Qtgenk na gam hohog
toplivo" (report to tho All-Union Conforenoes oh probleu‘ o tho powor
fuel balance of tha USSR, Mosoow, 1966).

2/ Soe "Industrial location planning" op. oit., pago 6.
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Whon such a oritorion is omployud, industrial ontorprisos will bo located
in arcas that are of loss agricultural valuc. Carc will also b taken to an-
sure the ratiocnal utilization of lend in towns, industrial contros and urban
'agglonoratiém.

13. Thoe majority of the location factors grouped undor the heading of natural
conditions and resources exert tho same influonce on the looation of industry
over quitc largo areas, and thay must thoroforo be taken into considoration at
the level of tho macro-economic analysis, as for oxamplc in tho preparation of
programmos for tho developmont of asconomic aroas.

III.

14 The torm "social and Joonomic conditions" covors a wido range of location
faotors oncountorod in the process of occonomic dovelopmont. The rolo of these
faotors stoadily inorcasos in importance and complexity with relative reduotion
of the importance of thc role of transport. Among social and soonomic factors
are labour rescurces, infrastruoturs, thc proscnoo of production faocilitios,
tho mutual offoot of indusiriss located in tho samo arca, and the sciaentific
and cxporimontal basis for industry. Tho offoots of all thess factors are
olosoly intorlinkod.

15. Lgbour resources can be considercd from various points of viow. For

many branchos of industry which do not roquire a highly skillod labour foreca,

the doocisive oonsidoration is simply the fact of the presence of labour re=-
sources and of labour cost differontials. These are mostly tho labour-intensive
branchos of industry, for whioh tho transport factor is of no groat significance.
Since almost all regions in developing oountries have abundant suppliocs of
labour, and backward arcas also have a lower wage structure, such industries

ocan be usod to accelorato industrial growth in lagging rogions. An approach
based on tho consideration of whethor thore is a surplus or a deficiomocy of
labour resources is oxtremoly usaful in the macro-eoonomic analysis of future
prospoots, whon it is particularly important to determino in which areas tho
actual or planned rate of inorcasc of production (boaring in mind increases in
the productivity of labour) lags bohind the ratc of inorcasc of labour rosources,
or vice vorsa.

1/ Sce "Industrial looation planning”, op. oit., page 7.
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The problom of organisod intor-aroa migration arisos in this oonnoxion.
Exporionco shows that ovon with oxtonsive and costly State promotion such aigra-
tion doos not roach very largo proportions. This is partioularly true of
highly qualifiod porsonnol in the doveloping countrios. Programmos for the
devolopment of backward acous must thurofore ulso oover the quostion of tho
training of looal ocadros.

In intor-area onalyses, labour resources must be oonsidered as a factor
of extremoly low mobility, but in analysos confinod to a singlo area such re-
sourcas are oharactorirod by high mobility (ospecially in the light of the
oonstant migration of pert of tho population from the villages to the towns).

16, In many branchos of industry, ospooially thosc which are now anhd rapidly
doveloping, tho skill and qualifioations of the labour forco, the cngineers and
Sochnioians and the oxooutives aro of docimive influonco., As a ™ile, howewer,
highly qualifiod staff arc loocatod in largo towns which they are oxtremely
reluctant to loavo.'g/ As a rosult, oomplex nodern branchcs of industry tend
to gravitato towards large urban contres. '

17.  Beoauso it is so costly to ostablish, the infrastruoturc - both industrial
and sooial ~ is a poworful factor in tho location of industry undor present-day
oonditions. In planning the location of industry it is cssential to tako care~
ful aoccount of the infrastruoture roquiroments of tho various factorios involved,
This means that whon sotting up a factory it is necessary to work out its oo-
offioient of "oonsumption™ of the various olemonts of tho infrastruoture. The
question of intorrolationc™!>z cf timo in tho ostablishment of the infrastro~
ture and of industrial ontorpriscs is of great importance.¥ The high cost of

4/ 8e0 "Industrial location planning®, op. oit., page 8 W. Alonso, "The
location of industry in doveloping countries”; J, Hills, "Rogional economic

growth and lobour mobility™ (papors proparcd for the Intorregional Seminar
on Industrial Location and Rogional Dovelopment).

2/ 860 Alonso, op. oit,

3/ Seo‘Shubin, "Rogional location and offioiohoy of industrial oomploxes in
rolation to tho provision of infrastructurc" (paper prepared for the
Interrogional Sominar on Industrial Looation and Regional Develqmt).




ID/WG.9/Issuce 2
Paae 9

esteblishing an infrastruoturo makos it nccossary that it should be used as
effiolently as possidbla, and this is an additional stimulus to the contontra-
tion of manufacturing industry in oxisting large towns,

Urban devolopment problems have a decisive impact on tho location of
industry, and particularly thc manufacturing industry. Up to now there has not
been sufficient oclarity eithar on the subjeot of tho optimum dimonsions of a
town for the conditions provailing in a particular ocountry or raogion or on the
subject of Yown planning thoory, It is a woll known fact that large towns havo
a considorablo ooonomio effect on production (owing to tho axistonco of an
infrastruoturc, a skillod labour force, a soiontific and oxperimontal basis,
servioes and tho liko), but beyond certain limits of growth an acutc rise in
gonoral municipal expenditurc is involved, togothor with a detorioration in
living oonditions, It should be notod that thore arc various points of viow
on these probloms.

There are grounds for assorting that the growth of towns ocannot be
dotormined on the basis of tho ostimated advantagos of locating individual ine
dustrial outorprisos in them. PFirst of all the sooial advantagos of such loca~
tion are unolear and, scoondly, uncontrolled urban oxpansion can havo unknosm
sooial reperoussions.

It is wiser to formulate an advance polioy for tho growth of oxisting
towns and oreation of new towns taking duc acoount of arohitootural, town
Planning and natural oonditions, sorvice nosds (oultural, administrative, otoc,)
for the_ population of tho surrounding rural arcas and tho d_alira.blg di@pmiow
of the towns, The subsequent looa,tion of industrial ontorprisos should bo
ocarried out in the light of the prospoots (previously dotorminod) for tho growth
of cach town,

~

b ) .

4/ Bee lewis, John P,, "™uiot Crisis in India® (New York Brookings Institution,
1962}, chap. 7t "o role of the town in industrial location®, and also
W, Alonsoy "Looation, Primary and Regional Economio Dovelopmont” in Annals
of the seoond Intor-Amorican Congross on Regional Planning.
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18, The progonco of oxisting production facilitios and tho intc»-industg

offoot of tho torritorial concentration of industrial activitios are also among

tho most important considerationg in the location of industry.

The proescnce of oxisting production facilitios onablos production to ba
cxpandod by the reconstruction and extension of exigting undertakings. At tho
samc time, tho possibility of making ugc of oxisting staff with tho requisito
qualifications hoightons th: cconomic offoctivonues of such mossurcs.

The intor-industry cffect of thu torritorial concentration of industrial
activitios is a sourcc of both visiblo and "invigiblo™ oconomics. This applios
to typos of industrial activity of which tho products do not lond thomsclvos to
long=-digtancc transport; oconsoquently the torritorial proximity of suppliors
and oonsumors is of ducisive importance,

The prosonce, in arcas of concentration of industrial activity, of
specialised undortakings for tho repair and sorvicing of machincs and oquipmont,
intomodiate industrios, ontorpriscs providing various types of tochnical and
commercial sorvioss, and construction facilitios is an important factor in tho
concontration of manufacturing industry into the cxisting industrial contros and
arcas,

The invisiblo sourcos of ooonomiss arc tho greator case of contacts
batwoon reprosontativces of undortakings and firme, tho oxtra possibilitics for
obtaining various typcs of information, the oxira possibilitios for oontaot
with governmont institutions and sciontific rosocarch organisations, oto,

19. WM' vhich was of vory groat importance in the past, is

gradually losing its importance bocausc of tho inoroaging role played by sooial
and economic faotors, Its influonoe romains oxtremely groat, howovor, in
caloulations of the offootivonose of location of oxtractive industrics. The
transport factor is of considorablo aignifioance in dovoloping countries,

Transport oocupics a special Placo among location faotors since the ‘magni~
tudo of gonoral transport costs in 2 particular location variant for an entor-
prise roflocts tho influonce of tho location of sourcas of raw matarials,
Supplios and consumor domand, As a result, tho transport factor oonditions the

l/ 800 7. Tosco, op. cit. '
&/ 80e "Industrial location planning®, op. cit., page 13.
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mutual influcnes of the location of most branches of industry (which to somc
axtont coincides with intor~industry seonomics), intorlinked through thoir
co-officiunts of diract costs, and also thu influcncc of the lceation of con-
sumer demand.

The gonoral principle in tho cstablishment of a trensport systom dovclop-
mont policy should bo tha recognition of transport's sorvicing rolc in tho
dovolopmont and location of the oconomy of tho oountry.l

2. A roviow of tho influonce of losation factors on the torritorial distribu~
tion of industrial activity boars witniss to s markod tondoncy towards tho
concontration of manufacturing industry in oxisting largc urban contros and
urban agglomorations, with wide possibilitics for the locatisn of cxtractive
industrios in now arcans not yct oponud up so much from thc industrial point of
viow. Tho rolc of oxtractivc industry as a mcans of stimulating gunoral ine
dustrial growth in such arogs is not vory considerable, howovor.

2l.  An offootivc industrigl location policy which sets out to solvo not only
oconomic but also social and othor probloms must bc bascd on carcful considora~
tion of thc additional oxpensas incurrcd in the accoleration of the industrial
growth of formorly backward aroas. At the samo timo, however, account mugt also
bo taken of the onormous and unrcckonod possibilities for the over-all oxpane
sion of the Sconomy of tho country which may bo rcalizod by bringing into the
national coonomy the natural and labour resources of formerly backward areas.

1/ 800 W. Owen, "A iransport stratogy for dovolopmont® (paper proparod for tho
Interrogional Sominer on Industrial Location and Regional Devolopmont).

&/ 8ao T. Victorios, "The Plannod intorrcgional location of industry" (papur
proparod for tho Interrogional Sominer on Industrinl Location and Rogicnal
Devclopmont ).
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