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JNTRORUCTION

1. This report is the outocome of five days of intensive disoussion Ly nine
outetanding experts in the field of industrial location and regionesl planning.
The 34 Dgg advisory expert group met in Geneva from 29 May to 2 Jane in 1967.
Nine of the ten experts who had been invited by the United Natior.s Industrial
Development Organisation (UNITO) were able to attend the meating. All partioi-
pating experts had previously oo-operated in some ocapaoity with the United
Nations. They were oarefully selected on the basis of their expertise, and
aocording to the need to have the main trends of thought in the field of
{ndustrial location and regional planning represented at the meeting. Thus,
the oonclusions and recommendations of the meeting may be oealieloroq as 8
general oonsensus of opinion by experts on the subjeots discussed, The list of
participants is inoluded in annex 4 of this report,

2, The work of the United Nations Indusirial Levelopment Organisation in the
area of regional industrial planning stems direotly from the aotivities that
the Policies and Programming Division of the Centre for Industrial Development,
UNIDO'e predecessor, began in late 1965, These activities concentrated on the
organization of an Interregional Seminar on Industrial Location and Regienal
Devolo,ment t0 be held in 1968, and on the preparation of related studies.
Building on the "know-how" gained by the Centre for Industrial Development,
UNIDO has been able to devoto inoreasing attention to techniocal assistance
aotivitics in regional planning and progremaing. It is envisaged that in the
near future toohniocal assistance will form the bulk of UNIDO!'s aotivities in
this ficld, as well as in othor fields.

3. The moeting was oonvened in order to submit the work progremme of UNIDO
%6 the oritioal sorutiny of the experts, to benefit from their views on the
importance of various regional planning probloms and to solioit oonorote pro-
prsals for a relevant and effective tochnioal assistance progremme in the
important aroa of industrial development.




il

ID/WG.9/16

Pag\'« 5

CONCLUSIONS AND KECOMMENDATIONS

4. The expertc' examination of the various iteme on the agenda of the mecting
led to complete agreewent on the following mejor oonclusions and rccommendations.
A detailed account of the supportineg arguments leading to the atatements below,
a8 well as additional points and cuggestions, may be found in subsequent sectione
dealing with specific items,

C lusions

%, Although the following oonclusions were congidered to be gonerzlly valid
for developing ocountries, the oxperts stressed that most concrete regional plan-
ning and locational ohoices ocun be made only by teking into account the epecific
characteristice and objectives of each developing country.

Ssasral ccnolusione

6. ‘'NMegionel development should be viewed as 2 total problem and not cimply
as a problem of location of individual industrial plante severally oconsidered.®

7. "At early stagee of dovelopment there is a very strong ccononic and techno-
logical tendenocy for industry to concentrate geographically. Decreasing ine-
quality of regional incomes may ocour only at high levels of industrialization.
Policies directed to counteract the tendency towarde gecographic concentration
of industry in devecloping countries, for whatever national objectives, should
take into acocount the possible detrimental effects of industrial deceniraliza=
tion attempts upon the achiovement of other national objectives."

Jeananeriaiion
8, "A developing country should not attempt, at early stages of development,
to oreate a comprehensive transportation network."

9. ™iithin the constraints posed by indivisibilities of transport investment,
the latter should procede by as little as possitle with investment in other
activities. The approvnriate objective in transport investment, and in invest-
ment in infrastructure in gencral, is to onsure a level of infrectructural
ospacity whioh is in line with projectcd needs without freezing an excessive

amount of resources."
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10, "No investment in transportation t{o 'frontier' regions (boyond the minimum
required for effective cxploration) should be undertaken before exploration has

shown that therc is sufficient economic justifioation for such investment.

Labour

11. *In developing countries it is extremely diffioult to obtain willing move-
ment of skilled lobour to underdeveloped rcgions. When rational looation of an
induetrial project calls for inducing such e movemont of labour, the necessary
preconditions must be creatcd and the costs of doing 8o weighed carefully."

Iuter-industry relations

12. "Due to thc characteristice of modern technology, the oxternal economien
arising out of the linkages bectween interrelated industries have bocome one of
the most important factors of industrial location and muet be taken into aocount
in regional planning. There are s numbor of reasons why the existence of inter-
industry relotions is a powerful stimulus to geographic ooncentration of industry,
particularly in developing countries.”

Urbanigati
11, %In the evaluation of urban programmes, consideration should be given not
only %0 the higher costs associ~ted with large cities, but also to the benefite
to be derived from urban fecilities, However, little empirical evidence is
available on the relationship of economic coste to the bonofite of oity-sise.

A thorough investigation of this important relationship is necded.”

14, "When urban facilities are provided, for whatever purpose, at a price
differont from soaroity prioc, the hidden subsidies or implicit taxation should
be made explicit, and their incidence apportioned in suoh a way as to aveid dis-
tortions in the relative use of factors of produstion.”

Bagional planning

15, *“Development of a region should be viewed as part of national welfare.

The broad objoctive of national planning is to inorease national socoial welfare.
/11 components of sccizl wolfare n~re interdependent. An important componont

of social welfare is tic balancing of prescnt consumption with future consump-

tion in acocordance with the time proference of the country, that is, the deter-
minction of the path of national economic growth. Another component consists of
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the achicvement of thu derired tyne of verconel incoms di~tribution. A third
component of socizl wcltiure is recional concumption necds, which shouatt b
balanced with other netionel objectives, and partisul .riy vith the naticnad
econonic growth objoctives.  This i3 one nccefsary viow o! thc vroblem of re-
gionzl planning. A sccoond nocessary vicw oi' regior:l plamning rolates to the
iduentification of the piliein vi guougragaic dicteibution of invootment that io
likely to be the mest conducive &n the fulfilment of the n-tiomnl objectives.

Rogional planning ic thue also a mcane to fulfill notionesl goalo.™

16, "Socirl profitability r.thor than comnercial profitability ic the appropri-

ate yardstiok for cvaluating r¢oional planning decirionu,®

17. “For offective rogional planning, not only cconomic Lut also sociological

factors should be recognized.”

18, "In the planning of indusirial development sectoral and regional planning
should, in principle, be donc simult:;ncously. This is very diffioult in prac-
ticc. Nevertheless, whether a scetoral or e regionsl aprroach ic used primerily,
the interdcpendence between regional choices ~nd vectoral choices must at all
times be recognized, and the feoedback affect implicd in plenning of the itere-
tive type must be takon into oonsideration.”

19. "Planning tools and techniques of regionzl planning should be sdapted to
tho low level of information aveilability and the level of plannin~ skills

proveiling in ceveloping countrius. Costly and complex planning tools should
be used with grcat caution., Simple techniques and indicetors, cepeoially when
used in conjunction with one anotacr, may often be preferable, in & developing

oowntry, to sophiecicatod acti. .1y,

Recommendetions for sotion Ly UNIDO

20. 'INIDO should strongly promoic an improved understanding of the spatial
dimonsion of industrial devolopment and 2 wider usc of effiziont techniquee of
incustrial location and regional! planning, Taic complex trok should be carried
out through a well-bala.ccd cumbination of resgarci, promotional activitice and
operational activities. Roscerch activitier nhould, insofer as practiceble, be
kept separate from othcr UNINO activities, wlthough thcy should be designed to

providc substantive guidance to technical wsristance programmos.
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Rcseg;ch gct;v;ties

51. The undorteking of diroctly relovent resoarch is indispensable for a produc~
tive and co-ordineted promotionel and opcretionzl programme in regional planning
as much as in the general ficld of inductrial development. The experts have
egrecd on e list of scvoral topice of priority importance (sce ennex 2) that
UNIDO should rescarch in the future, as time ond budget permit, in addition to
whatever rescerch will be neccssary for direct support of speoific opcrational

activities,

22, The preparation of an Oporations Ouide on Rogional Industriel. Planning is
an oxtremely usef'il and urgent preject. UNIDO should spare no offorts in its
attompt to construct n comprchensive, detailed, aqufully operational guide.
UNIDO should ongage in the dissemination of technical informetion on regional
planning and devclopment to developing oountrios. In this oontext, the possibi~
lity of directly undertaking training activities in this field desecrves serious

consideration.

23, UNIDO should oxplore tho possibilities of croating permanent multi-national
centrer for research and training in regional development end planning. As a
first stop, rogionel planning sections should be formed within existing indus-

trial development centres.

24. Seperate catogories of tRegional Industrial Planners® and "Industrial Looa~
tion Experts' should be introduced in UNIDO's roster of technical assistanoe
experts. Efforts should be made to include as many competent experis from dovele
oping countries ne possiblo. ‘
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I. INDUSTRIAL LOCATION 1N DoVELOPTNU COUM-RILS

Indugirinl locgtion nd rogional deveropment

25. The study Industrizl bLeeotion Plenaing {ID/COIF.1/12) preparcd by UNIDO for
the International Sympovium ou Industrial Development, Athens, 29 Kove - 20 Dec.
19C7, provided thc substontisc Mrenewert for the oxperts! discussion of indue-
trial location frctors and problems of regionnl cconomic development. The sub-
stance and positionc of the paper mct with the general approval of the group,

although s numbor of criticiems werc roised.

26, The experts' consen.us of opinion woe bhat regional deveclopment must be
viewod ns a total problem and not mercly from the standpoini of indusirial loce~
tion, becausc regional deveiopmuni itscli affeots, as well oo is affected by,

the location of industry, Thue, rogional planning cannot dc2al only with industry
but must us¢ an integrated approech, incorporating al! economic activities that
contribute to a region's development. Neverthelese, it wae felt that the group's
disoussicn, as well as UNIDO's work prograrme, could profitably focus its etten-
tion on industry, -nd cxaminc other fzctors from thc ctendpoint of their impact
on regional industrial plannina.

27. It wae also folt thet a d;ymamic approcch to industrial location and regional
planning should bc omployed. 3uch an approach tekes inte account not only our-
ront short-run and structural cheracterietice of rcgioas in developing cowstrics,
but also projected futurc changers in these chaoracteristicu, including thoee
changos that oan be brought aoout by conscious locetion policy decisgione.

28, lMost oxperte agreed thet, whorcas the prollems of industrial location and
rogional esonomic development and planning in developing countries di.ffer from
those faccd by the more industrialized cconomies, thosc probleme were, neverthe=-
less, oqually, if not more, relevant., Doveloping countries simply cannot afford
"mistakes" in the geographic location of industrial projocts in light of the
gonorally limited economic rosourcee at their command. Also, many fiscal poliocy
inetruments formally cvailable in developed countries may not be available to
the governments of developing countrienj thus industrial decontralization poli-
cice may have t0 be used as substitutcs for other income redistribution policy
instruments, Scvoral oxpertc were of the opinion thet there is a greator scope
in developing countries for rcgions! planning of & long-torm neture because 80

much less over=all investment h-s taken plecc comparcd with the investment in
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industrialized nations., Ac a result, the broed choice of ohanges in the pattern
of geographic distribution of industry is, in developing countries, affected to
a lesser degroe by pre-existing fecilitics thrn in developed countries, and
greater long-run policy frecdom cxists. On thce other hend, it was agrood that
in the short run and for spccific projects the choice of location is severoly
limited in developing countries beonuse cost differentisls among alternative

locations are ueually much larger than in sdvanced economics.

29, There was genornl agreemcnt that in developing countrics attempts to locate
industries in underdeveloped regione arc very likcly to be costly in terms of

national ooonomic growtii. Induetrisl decentralization policies should be under-
takon with gront caution. The difficulties of decentralizing industry are com-
pounded by controvorsics es to the type of industrice thet should, on an g
Briori basis, be oconsidered suitable for location in underdeveloped regions.
Ofton gd hoc solutions arc sought. It wae reported, for cxample, that in Poland
the following procedurc ie followed. If the ocompetent ministry cnnnot prove
thet it is sbsolutely necosseary to loontc ~n industry in » speoific region, the
industry is locrted in an underdeveloped region.

30. Somc emperts noted that it is ersior to ostoblish smnll-sorle industries
in underdoveloped regions beoruce these industrice are usu~lly locetionally
orionted towards looal markets. On the other hond, it was felt by othor experts
that, from the strndpoint of long-run growth of developing regions, fast-growing,
lerge=soele industries ore required. It was reported, for exemple, that in
Fronoe fost-growing, large-sorle industries have been given inoontives to locete
outside of the Paris aren in hope that through their impact on related activities
they will contribute to the oreation of growth poles in the periphery. (However,
in tho osse of Orencble, » fast-growing centre was oreated through small-socle
industrios. ) ‘hile inter-industry rel-tions in general tond to lead to concen=
trotion of eoonomic asctivity, they onn nlso be exploited to orente regional
centres of coonomic rotivity, to avoid ooncentration in one ocentre, r~nd thus to
pursue » polioy of decentralisation. lHowever, severrl exports pointed out thet
the ezample of Irance is misleeding, as it relrtes to e highly industrialised
ecconomy. ™he possibility of decentrzlisation of large-soele industries in
developing countriecs is severely limited cnd oostly due to the over-all emall
sige of the latter's coonomies,

]
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31¢ The various factors affeoting industrial location and regional eoonomic
development were disoussed with a view to determinc the dircotion and mode of
their influence on the pattern of spatial distribution of industrial aoctivity

in developing countries, 8everal factors werc ezamined. The space devoted to
the discussion of each factor does not neoesserily refleot its relative import-
ence in the geogrrphic distribution of industry. Rather, the discussion re-
flects the experts' efforts to clarify the role of loontion frotors whose impnot
is ambiguoud or ocontroversial. Thus, for example, little attention was devoted
to netural resources as o frotor ~ffeoting industrisl locntion. Their importanoe
is self-evident and 1ittle discussion wae doemed necessary.

Ironspertaticn

32, The importance of trausport coels ax o location factor varies with the
sise, terrain and population density of c oountry. Despite recont techaological
advances which have lowered over-all unit transport costs, the latter are still
e orucial loocation feotor in developing countries, much more so than in indus-
trieally advanced countries,

33. The experts pointed out » number of rvasons why, with ocononic development,
the role of transport costs as a factor of industrial locetion tends to dooline.
Inoreasing production mokee possible greater utilization of the existing trans-
portation netwosk, thus reducing unit transport costs. This fuller utilisation
of facilities also results from the use of two-way trrffic, avoiding empty
hauls in onc direction. lore generally, development ie accompanied by ~n in-
oreese in the value sdded component of production and a2 relative reduotion in
the raw meterial input oompoment. As o result, the role of transport costs ns
e location faotor mey be presumed to decline in importance relative to other
frotors, It was also noted thot transport coste exort n different influenoce on
different industries; in some industries trensport costs are so low relatively
that they can be safely disregerded.

34. One expert believed thrt the widespread use of air transport might in
certain instances reduce transport oosts to outlying areas ~nd offset to some
extent the tendency of industry to concentrate. He also pointed out that the
ocost of infrastruoture for r=ir transport can be very low for local services.
Several experts noted, however, thrt sew technology in shipping snd air transport
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involves the use of larger ships and larger planes; these require larger port

facilities which can be ertablished only in one or 2 few cenircl pointa,

35, The experts were in general agrcement that recent technologiocel progress
in transportation medin and the structural characteristics of existing trans-
portation systems in developing countries are a major factor leading to
geographic concentration of industry in these countries. In most instanoes,
exicting transportation routec branch out from the main urban centre, with no
inter-connecting links among the regionc of the periphery, thus inoreasing
the economic distance to and from these regions and inducing economic conoen=-

tration.

36, The role of the main urban centre ac a dominant transportation node in
developing countries may be even greater if the urban centre is also the
principal port, which it often is. In this case, transportation routes oons"
verge on the centre to an cven greater extent, ‘a.ince most imported goods must
go through it, In this context, one expert argued that il u process of substi-
tution of domestic for imported raw materials in industrial production takes
place, this may result in the establishment of industries away from the main
port and near domestic raw material sources. Such substitution would thue aot
as a stimulus towards industrial decentralization. However, several experis
pointed out that, in the case of producers?! goods industries, substitution
for imported raw materials will not lead to decentraligation, sinoe such
industries have a stronger looational orientation towards related industries,
or towards markets, than towards raw materialss Industrial contacts and
certainty of delivery are morc important to ther: than proximity to a raw

material source.

37, Due to the continuing importance of the transportation factor in develop~
ing oountries, a major problem of economic development is to determine the
magnitude, nature and timing of investment in transportation facilities and

in infrastructure in general. Most experts agreed that filling the "missing
links" in the transportation system should be the first objective of investment
in tranportation. All experts stresced that a country is likely to waste a
great amount of needed resources if it attempts to construot a comprehensive,
modern transportation systom during carly stages of industrial development.
Criteria of technical "completeness” should have no place in the planning of

transportation for economic development of developing countries,
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38, Most experts believed that, within technologic:.1ly feusille limite, invest-
ment for tranportation should be undertaken only uslightiy uhend of investment
in immediately productive facilities and in cleue conjunction with vrojections
of the expected utilization of the tranportation system. 1In turn, ue devolop-
ment proceeds, a higher degree of utilization of tranportation facilities is

to be expected,

39. The following suggestod approach to the timing of tranport investment
relative to investment in productive facilities mct with the general approval
of the groups In the first stagc danaging gips or micsing lims in the trans-
portation system should be filled, In the second stage, tranport investment
should begin to branch out and use tronport bullding as « "searching device"
for new developmental possiviliticse. Only in the third st.ge, at advanced
levels of development, should tranport investment be dezigned to achieve the
completenese and the over-all consietency of a transportation network,

40s The chwioce of Lhe specific mode of tranportation to be ompioyed depends
on the nature of the goods to be tranported, the nature of the terrain and
other similar factors, Onc expert noted that the value of traditicnal forms
of tranportation in developing countrice is usually wndercstimatod, while in
faot these forms of transportation oan perform an important function,
Traditional forms of tranportation are partioularly valuablc in tropical coune
tries, whore climatic conditions may makc the construction and operation of
modern forms of transportation very oxpensive,

41. Considering the two main modern moder of land transportation - ronds and
!

: railways - the group showod a general prefercnce for roadi, The rcasons

advanced for this preforonce arc as follows:

(a) Road ocapacity oun bLe expanded continuously because the cxpansion
of a road network docs not require lorge sums of investment,
while that of a railway network docs;

(b) Both the utilizotion and the physiczl characteristios of road
rolling stock are mor. flexible and adjustable to the transporta=
tion needs of a developing cconomy than those of railroad rolling
stook}

(o) In many developing countrics ruilroads have pursued pricing
policies that have >ften been detrimental to cconomic developmont,

Soveral experts stressed the fact that, at present, there is an undesirable

bias in developing countriocs in favour of railroads, for which international
‘ financing agencies are partly rosponsible. Until rocently these agenocies havo
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normally financed only thc foreign cxchange componcnt of investment, wnd it has
been relatively easy to obtain zid for projccts with a high forcign exchange
component, Since this component is higher in railroad investment, there has

boen a tendency among developing countries to soek international assistancc for
the building of railway networizs, Furthcrmore, becausc the loas discount rate

of thesc agencics is much lower than privatc or social discount rates in develop-
ing countirios, there has cxisted an artificial stimulus towards investment in
projects with large construction costs (such as railroad construction) and thus

a bias has been built up against investment in projects with smalier fixed capital

requiroments,

kadqur

42. The importance of labour as a location factor (1ike that of any other
location factor) is intimately rclated to ii;s geographic distribution and to

the degree of labour mobility. If lavour skills wure evenly distributed through-
out a country, or if mobility of labour were high, local availability of labour
weuld have little bearing on the decision to loocate a plant in one region or
another. However, under conditions of imperfeci labour mobility, the regional
distribution of labour in general and of different kinds of labour skille in
particular, is an important factor affecting industrial location,

43, Moet experts agreed that in developing countries the largest supplies of
ekilled, tochnical and profcesional labour arc to be found concentrated in one

or a fow metropolitan ccntres. In addition, labour's propensity to move to
underdeveloped regione is generally low in most ocountries and particularly limited
in developing ones. Ae a result, industrics requiring large amounts of skilled
labour input tend to be highly concentrated in developing ocountries. Partheraore,
since a oountry's development often involves the establishment of industrics
utilising progreesively larger amounts of skilled labour, thise tendency towards
industricl concentration is apt to becomo stronger.

44. Somec expcrts pointed out that a major cousc of low labour mobility to under-
devcloped regions is the abeence in these regions of housing, eduoational and
recroational facilitios, and a lack of thc amenities associated with metropolitan
life. Mobility of skilled labour, in particular, tends to increase in direot
rclation with the provision of such facilitioes outside the main urban centres.

In this context, onc oxpert suggested that the oreation of "oompany towns" may
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provide a strong inducement to thc movement of labour to outlying areas. Another
expert obscrved th:t the creation of company towns may be a good stimulus to
labour mobility but that their construction is very costly., As = matter of fact,
such construction requircs large amounts of cexactly those types of skills that
arc particularly sozrec in developing countries, It was noted that the construc-
tion of urban-type facilitics is subjest only to large cconomies of the seale
which makos the cost per worker trunsforrod lower when large numbers of workers
are moveds There was gonocral agreemont, however, that previoue ava.lability or
tho creation of urban-type facilitics in underdcveloped regions is usually not

a sufficient oondition to inducc skilled labour to move to thesc regions; eoven
in a relativecly advanced country such as Italy considerable salary premiums are
also nccessary.

45, Another oxport pointed out that inducing skilled persomnel to move to
underdeveloped regions is only part of thc problem as they must also be induced
to stay. Bmployment of skilled personncl in outlying areas is normally sub ject
to high turnovor which adds signifioantly to opernting coste. Sinoc the turne
over of local personncl in undcrdeveloped rogions iz much lower, it was suggestced
that the problem of low interrogional mobility of skilled labour could be ciroum=
vented by establishing industrial training facilitios outside the main centres,
Creation of such treining facilitics in undordeveloped rogions may offor the
benefit of gencrating a progrossive atmosphore conducivc to the development of
these regions,

46, One export bolioved that a movement of skilled personnel to an underdeveloped
region may also have similar benefioial cffeote in the sense of orcating an
“industrial mentality" in the rcgion by raieing the standards of work, and thus
gonerally improving the social framework within whioh induotrial developmont ocan
be achieved, Other experts notod, howover, that the same, or groater, effocts
may be achioved at lese cost by tomporary migration of local labour abroad or to
the more advanced regicns of the country,

47. In general, the problem iz posed whethor to cétablish a now industry in an
uwnderdeveloped region and train loocal unskillod labour (with the help of the
"industrial mentality” induced by the skilled personnel who mov: with the indus-
try), or to provide incentivos, cxplicit or implicit, for the temporary movement
of the unskilled labour of underdoveloped rogione to the training facilitics of
the main industrialiging ocentres. As both operations arc coctly, thc oxperts
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omphacized that the seleotion of onc is difficult to make. The oosts of differ-
ont policy-mixes in each casec must be carefully weighed in light of the charao~

teristics and objectives of a specific developing country.

45, Somc cxports also remarked that mobility of labour in gencral would inoreasc
if a "fronticr spirit" existed or oould be gonerated in the oountry at large.

It was reported that such a spirit was, for example, instrumental in inoreasing
the mobility of labour towards the outlying regions of the Unitod States in the
nineteenth oentury and in the Union of Soviet Sooialist Republiocs in more reoent
timos. Onc expert omphasized the importance of spreading information on labour

markets as a stimulus to interregional labour mobility.

Ssale cconomige

49, Dxisting ompirical ovidence wes interprocted by most cxperts‘u an indication
that industries in which economics of scale ar¢ important (typically, large-scale
industries) have a tendency to be geographically cbncentrated; similarly, that small-
scale industries are likely to be looal-market oriented and consequently relatively
dispersed. A few experts, however, felt that no such clear-cut distinction could be
drewn and that some industries inwhieh small plants predominate are not geographi-
oally dispersed; also that economies of scale and externel economies should be

analyzed jointly.

50. The majority of experts fclt that, as economic development prooeeds, the
adoption by developing countries of sophisticated production techniques and the

in. ‘allation of heavy industry in which economies of scale are prominent will exert
a strong influence towards further ooncentration of industrial activity.

Apter-industry relations

51, The group discussed several theoretical and empirical factors that clearly
suggest that inter-industry relations have beoome one of the major influences on
industry location and on regional growth, First, industries tend to be attracted
to looalities endowed with ancillary faoilities, or attraoted to other industries
whose output they use as inputs. Scoondly, the establishment of a new industry
generates stimuli to related industries; it raises thc demand for products to be
used as inputs and it raises the incomes of the factors of produotion thus in-
directly increasing the domand for the output of oonsumer industries. If the

new industry operates under increasing reoturns to scale, it tends to reduce ooste
and to stimulate interest in the establishment of industries using ite output as
input,
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52, All of those stimuli provide an attraction for other industries to locate
in the vicinity of the newly cstablished one, 3Supplier industrics can often
reduce their prices by locating ncar their market, Also, if a new industry
provides cost reductions to related activities through internal cconomies of
scale, it is likely that these activities would tend to locate claser to their
new source of oheaper inputs, Finally, higher incomcs of the factors of produc-
tion are in most instances spent locally on products of local-market oriented
consumer industries. This spending stimulus causes such industries to cluster

around the major producing units,.

53« The external eoonomios arising out of thc complex network of interindustry
relations werc thus oonsidered by most experts as a major factor leading to
concentration of industrial activity,

Urbanisation

4. 'he existenoe of external economies arising out of urban agglomcrations has
also been recognized by the expertr as imparting a further stimulus towards cen-
tralization of economic activity. The reasons are many and varicd. Plants
located in major urban oentree are able to utilize the services of laboratories
and universities, enjoy the advantages of casy contacts with thc banking and
commercial world and benefit from the proximity of government apparatus and rela-
tive abundanoe of infrastructural facilitiocs. On the other hand, the agglomera-
tion of population and industry in large urban areas can be held rceponsible for
considerable implicit and explicit costs, economic as well as social, for thc
nation as a whole. Pollution, high prioces for urban land, traeffic congcstion,
overorowded housing, all require the provision of more and better faciliticr,
thus neoessitating large invostment in infrastructure, housing and administration,
To place limitations enoity expameion womld dcprive many people of whatcver bone-
fits are asscciated with urban life,

55 The expense of providing low-income housing at subsidized rates was cited by
one expert as an example of large implicit costs associated with urban population
inovease,s The hidden oosts of subegidized low-income housing concist of the
istortions in the relative use of factors of production generated by the reduc-
tion of visible labour oost below the social waluc of labour to industrics in
urban areas. All experts agreed that such subasidization should be brcvented from
generating unwanted economic distortions, and that govornments ought to cxert

groat oare in unoovering hidden subsidies, or implicit taxation in thc¢ provision
of urban facilities.

A
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56, Some countries have decided that the social coste of rising urban concen-
tration exceed the social benofits and have pursued policies to limit oity size.
It was reported that the Union of Sovict Socialist Republics, for oxample, has
prohibited new industrial conetruction in cities with a population exceeding onc
million because of uneconomical results due to high rising infrastructure costs

in these citios, However, most oxperts believed that in most developing countries
tho "large" citics arc still, with somc notable exceptions, far below the sise

at which urban ocosts will oxceed urban benefits, There was general agreement

that very little "hard" information is available at present conoerning the actual
costs and benefits of urbanization, An exbemeive empirical investigation of
these costs and benefits would be noeded to provide the solid faotual basis to
form urbanisation poliocics,

¢
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II, ﬁggIONAL PLANNING IN DEVELOPING COUNTRIES
The naturc of undCPdOVQIOEOd regions

57. Although rogional dcvelopment problens arc common to many developing ccono-

mies, the exports ctresscd that ii is crroncous to think that a uniform diagnoeis
or planning solution can be oftered for all, Regional objectives and problems
vary from country to country and thesc differences must be taken into account for
offective regional planning.

58. The nature of regional problems (und thus the policy prescriptions) varios
also aooording to the type of region with which the problems arc associated. The
oxperts noted that underdeveloped regions within a country can bo of thrce broad
types: dcpressed regions, less developed regions and fronticr rogions, A
deprcssed region is defined as onc that has expericnced economic growth in the
past but which, for various reasons, has stagnated in rccent times. This type of
region is prevalont in inductrialized cconomien. A loas developed rogion ic de-
fined as one whose growth has boon slower than the national averagoe; it is pre-
valent in dcveloping countries. A fronticr region is defined as n sparscly
populated arca, with an uncxplored natural rosource potential, the exploitation
of whioh oould lead to rapid development of thc region and to faster national
coonomic growth,

59. There was unanimous agreement among the oxperts that dcvelopment of any kind
of underdcveloped region should bc viowed as part of thc attainment of national
objectives, Regional planning is thus a moans of implomenting national planning
objeotives.

60. Planning has as its broad objective the incrcase of social welfare benefits
to a nation. Tho gencral rolc of planning is thus to specify, rcconcile and
achieve the scveral social welfarec objectives of a country., There are three
basic stages to planning; first, social goals and objoctives must be sct and an
acceptable balance achicved among thom. Lecondly, coneictunt approaches and
possible optimum solutions to the attainment of the multiplc goals should bo
cxplored. Thirdly, deviations from the plannirg model sterming from organiza-

tional and institutional oonatraints, whioh affect planning implementation,
should be identified and, if possiblc, corrected.
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61, There was goeneral conscnsus among the experte that long-run grewth in per
capita output, although probably thc principal goal in most developing countries,

is never the sole cbjcctive. A broadcr definition of national planning objectives
should include: (a) the attainment or maintcnance of the desired balanoe betwoen
present and future consumption; (b) the attuinment or maintenance of the desired
pattern of income distribution; (c) thc attainment or maintenanoce of some rela-
tionship between regional consumption and national growth, and (d) other objeo-
tives such as defonce, national cohesior and hedging against unforscon fluotuations,

62, The experts emphasizod that at any time, future consumption can be inoreased
through decreascs in the ourrent consumption., It may be possible to identify

the limite below which ourrent consumption oannot be cut, and hereo ostablish a
maximum ratc of growth, as well as a minimum rate of growth that would be politi-
cally aococptables The differcnce between these two rates of growth, which is
often quitc large, defines the range of feasible growth. The actual growth rate
planncd for will lic botween thoss limits. When widerlaking the furmulation of
national plans, administrators should plan for that partioular rate of growth
which most aocurately reflect- the oountry's profercnoe between present and
future consumption,

63. Attaining the desired type of personal income distribution must also be
woighed against the objcctive of national growth., It is possiblec that measures
correcting income inequalities can be detrimental to growth of economic output,
The oxports also stressed that the goal of income distribution should not be
confusod with the goal of maintaining a balance betwecn rogional conaumption and
national growth, Cbviously, the basis for rcdistributing income should be peoplo
and not regions, Mcasures designed to dcoresse income inequality among regions
do not always roduoc over-all income ihoquality among peoplo. Often the measures
inoreasc incquality by inoroasing personcl inoomes within regions,

64, The attainment or maintonanoec of some rclationship betwean regional consump-
tion and national growth is a third independont component of national sooial
welfare, This component might takc the form of scouring regional inocome differon-
tials; or of maintaining comparablc growth rates among rcgionsy or, morc generally,
of cnsuring that minimum oonsumption lcvels arc aohicvod in all regions,

65, Discontent arising from eoconomio stagnation of underdevcloped regions can
threaten national unity or cohesion. Thus = politically motivatod demand for

regional development may arise. Similarly, defence conmiderations or the desire

porerai L
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to hedge against fluctuations in incomc or in foreign exchangc carnings might
dictato thc development of an undcrdeveloped regions  In the latter instanco, a
country might dccide on a policy of product diversitication, particularly with
respoot to exportabla commodities, in order to proteet itcolf aainst sovere
change in income or forcign exchange carnings resulting from the rcliance on

only a fow commoditice. Such a policy could lcad to a rogional development docie-
sion which may not be justified on strict grounds of cconomic efficicncy, bat
which may be quite rational as protcction against financial uncertainty,

66, It is importans, the experts emphasized, to rcalize taat non~cconomic coneide
crations ofton play a orucial role in deciding the dcvelepacnt of an underdeveloped
region and may, undor special conditions, justify incurring thc aigh couvte involved

in attempts to deccntralize industry in a devolioping country, It was also notcd,
however, that whire suoh non-cconomic considerations bear l1ittle rolation to the
acoeptod national objectives, thoy should not be allowed to interfere with the
regional planning process,

67, The exports were in unanimous agreement that the n.in rolc of regironal plan-
ning in developing countries is to facilitatc the achicvement of the multiple
national objuctives, and in particular the oLjective of etriking n balancc between
rogional and personal consumption needs on the onc hard, ani naztional growth on
the other hand, that most closcly reflccts the overeall preforences of the coune
try,

68. A basic condition for the affectivencsc of plunning, whatever the objectives,
is the adoption of a correct planning approach. There wac agrecnent among tho
ocxperts that a gencral equil}brium approach to planning is dcsirnble so ae to
acoount for intcrindustry rclations, solvc the probleme of isterwotion among
economic unite and make nationzl social profitability rather than commercial
profitability thc basis for national resource allocation,

69. There was gonoral agrecmont that, in principle, the choice of sectoral pro-
Joots and the choioc of location of onoh projoct should b¢ undertaken simultange
ously. 1In practioe, lack of procisc information and the axirtonee of ingtitu-
tional obstacles make simultancity diffiocult, particularly for long-term planning,
Thue, for the long run an itcrative approach to planning is indicatcd, However,
such an approach must at all times recognize the intcrdependounce botwoen rogional




ID/WG.9/16
Page 22

and ecctoral doccisions, It must also makce full uee of all available feodback

croes-infortation deriving from soctoral or rcgional devclopmente,

70 Thc experts o phatically stressed that it ie csscntial to mzintain consis-
teney between the scctoral and regional plun breakdowns of the national plan,
This is very diuficult to attain, oftem bccause of institutional rcasons. In
many developing countrice scctoral plannuing is carricd out by the natiogal
executive organg whilc rogional goals and planning receive more attention in the
legislative branch, with littlc consultation between the two, Neverthelese,
somo consistency muet be attained. Thoe penalty is the failure of the sectoral

as wcll as of the rogional planc,

7le A national plan can be broken down into soctoral or regioral plans. The
scctoral plans providc a disaggrcgation of thec national plan by scotors of
cconomic activity, the regional plans according to the econcmic activities undor=
takkon in cach region. In additiom, national planning provides regional planners
with thosc basic paramctors (such as the social discount rate, the shadow prices
of inputs and the shadow oxchangc raic) which rogional planners cannot set thom—
sclves, BSome experts obscrved that most devcloping ccononmics cmploy soctoral
broakdowne of thcir national plans but usc only crudc approximations of regional
broakdowns, There is thus a rcal danger that rogional objectives are neglectod
at the planning stage bocause of cxclurive reliance on a sectoral planning
approach, Onc expert saw as tho main fault of the scctoral (branch) approach
that in a scotoral model it is not possiblc to determine the influenoce of industry
location on the expenditure level in many other industrice, so that, as a oon-
sequonco, the sectoral optimum may not coincide with the national optimunm,

T2« A correot approach to rogional planning must be complemented by effective
tools and techniques of planning, It is ncooesary, all exports agreed, that
theso instruments of planning not bo applied blindly but be adapted to the ocone
ditions prevailing in developing oconomios.

T3¢ The genoral planning difficultice caused by the lack of detailed date in
developing countriee arc particularly serious in the ocase of rogional planning.
Nost analytiocal tochnirucs and theorctical planning modele arc developed in the
advanced countrios acsuming a sct of informational prerequisites which cannot be
met in most devcloping economics. The introduction of thesc sophistiocated tools
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into planning in dcvcloping countries, without adaptation to the prevailing data
availability conditions, poscs grave dangcrs for the accuracy of forccasts and
for the rclevance of projectione, thus imperiling the entirc factusl buegic of

policy decisions,

T4, Wherc data ic partial or iwperfect, the cumulative effect of crrors asso-
ciated with the usc of multivariatl. and compiox analytical models ray make a
naive type of technique have greater predictive value than a far more gophistie
catod one. Onc expert rcmarked, for cxample, that intcrregional input-output
techniques chould be used with grcat carc, The input=output tcchnique assumcs
an intograted aoconomy with substantial scctoral rclationships, which do not, in
general, oxist in developing countrics, Thusy the use of input-output for
analytical planning at the rcgional levol ie cevercly limited, as it requirce
the impoesible task of matrix inversion when as mich as 90 per cent of the matrix
cclls are empty. Similarly, thc usc of input-output as a descriptive tool is
limited becausc the familiar problems of aggregation and changing tcchnical co-
cfficients are much more serious in developing cconomics,

75, Another drawback of sophisticated models ie that their very comploxity
croates a groater danger of misuse, in view of the limited skills of planners
in developing countrics,

76« PFurthcrmore, with a very complex modcl, where thc planner introduces the
data at one oend and gets the final results in torms of predicted valucs g the
other, it ie diffioult to correct for obvious mistakcs attributablc to data
inperfections, With a simpler model the planncr can keccp an eye on the unfolding
of the planning procese and can moke qualitative adjustmon*s of obvious irrclevane
cios and orrors in light of thc planner's own knowledge of the cconomy, It was
generally felt that tochniques can improve considerably the planning procces,

but can never be a complete substitute for human judgment und good cconomic

cormon scnsc,

77, It was believed by onc export that in rogional planning, thc human judgment
and coconomic common scnse of tho plamners in developing countries could be im=
proved by studying the rogional planning expericnces of other devcloping countries,.
Whereas a considcrablc amount of information of a gencral nature cxists on plan~
ning and regional problems, thero is a dearth of information on the actual
mechanisme of regional planning and on the concrate problcms encountered by
regional planners in doveloping economies. Littlc is known about the problems
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of rogional planning when it is undortakon under conditions of uncertainty due

to incomplete factual information and to ohanging oconomic oonditions, Somc
experts fclt, however, that such studies should be intorprcted with great caution,
The general frame of refercnce and attitudes of the plannor policy-maker will
tend to colour and unconsoiouely distort the reporting of the planning proocess,
thus limiting the usefulness of the cagc study. Moreover, planning in various
developing countricc ic undertaken under unique institutionsl and organisational
oonstraints; this faotor may considorably roeduce the "transferability" to &
ocountry of the lossons gained by another country through its own experiences.

78. Ome solution to the problem of teohnique, suggested by some eRperts, is to
use more than onc (simple) teohniquc for the same planning problem and then
average the results, In general, therc was agreement to the effect that any
tochnique omployed, especially in the field of regional planning, must be oare-
fully evalunted according to the expected benefits (in terms of prodiotive
acouracy) relative to the costs inourred (in torms of the use of s0aree akills,
research time and funds),

:
§




79« The group cndoracd the holding of the Seminar,

80, The exports oxamined the consistoncy and adequacy of the industrial program-
ning part of the doeumuntation-‘if propared by UNIDO for the Intorrogional Seminar
on Industrial Location and Rugionul Dovelopment and advised the undertaking of
additional research on various topics, The topios suggested are listed in annox
2 of this paper, They arec divided into throe groupe (A, B and C) acoording to
dcooending order of importalce ss detcrwined by the experts' consonsus. 'ihe
topics within Group A and Oroup B are also listed in order of prioritv, Anncx 2
also contains tho preliminary outlinc of the Beminar,

X y

4/ A serios of country studies on industrial looation and regional dovelopment
Policies woro also prepared by UNIDO for the Interregional Somimar, Due to
time and other limitations, this part of the dooumentation was not reviewed
by the group of experts,
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IV. GUIDELINES FOR UNIDO'S ACTION
IN_RUJJONAL INDUSTRIAL PLANNING

81, Thc experts! consensus was that the basic objective of UNIDO should be the
enhancemont of the developing countries' own ability to deal with problems of
regional industrial development and planning. This basic ohjeotive can be
achicved through various complomentary and mutually supporting research and
teochnioal assistance activities.

82, Most experts were also convinced that UNIDO's research activities in regional
plamning should be kept separate from, although vlosuly oo-ordinated with,
administrative and operational activitics. The group was of the opinion that a
genoral separation of UNIDO's rosearch functions from its other functions would
greatly bemefit tho efficionoy of the organisation. ‘

83, A first set of technical assistance measures should be designed to improve
the professional capacity of administrators and planners in developing countries
80 that they are better able to ocope with rogional industrial problems themselves,
A second set of measures should be designed to aasi.ét developing countries direct-
ly in the formation and exeoution of rogional plans and programmes,

Indipect technical ssgistance

84. The oxperts strongly endorsed UNIDO's plans to compile an operations guide
on regional industrial planning. The projoct was considered to be of urgency

and great immediate usefulness, in light of the ourrent absence of operetional
doouments for consultation by rogional planners in developing oountries. It was
stressed that such a document weculd be helpful to nliminate popular nisoonceptions
and obsolete attitudee on regional industrial planning prevalent in many countries.

85. The experts offored various suggestions on the oontents and format of the
guide to enhance its impact and usefulnees. The disoussion was based on the ten~
tative outline of the guide propared by UNIDO (see annex 3). The following
topios were deemed desirable for inclusion in the guide, in addition to or in
oon junotion with UNIDO's draft outlines
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(a) An introductory section surveying the social and political
environment surrounding regional planning;

(v) a simplified discussion of pricing and resource allocation
a8 it affects regional growth;

(o) A clear classification of planning levels and functions
showing the relationships between national planning on the
one hand and regional and sectoral planning on the otherj
including a discussion of the mechanism of transmission of
national decisions to the local levelj

(d) A disoussion of the application of social cost-benefit
analysis to regional planning problem:;

(e) A disoussion of the implications of madern techuology for
locational decisions;

(£) A section outlining data requirements for different kinds
of planning techniques and oriteria, including fores, cheok-
lists and similar material;

(g) A compilation of case studies of regional planning in

developing countries designed tc complement and illustrate

the general information inoluded in the guide.
86. Host experts believed that tho operations guide projeot should be undertaken
on as large a soale as possible, If the guide is to be made a complete and use-
ful operetional instrument, a small-soale project will not be adequate, although
it may be possible to start with a small pilot project. It was also felt by most
experts that it is necessary that the guide be revised oontinuously in order to
reflect the new insights and techniques developed in regional industrial planning,
It was acknowledged that UNIDC might face difficulties in finding the qualified
consultants or the financial means necessary to prepare the guide on the large
soale envisaged. However, several members of the group expressed the belief
that, for this important projeot, UNIDC would probably be able to obtain the
support and active oo-operation of foundations, universities or governmental
research institutes, Finally, one expert pointed out the great importance of
ensuring that the guide be actually used, It was felt that for that purpose
serious and systematio promotional efforts should be made.

Y

Risassination of teohnioal information

87. The experts agree that UNIDO should undertake the dissemination of technicel
information in the field of regional industrial development and plamning. An
important step in this direction is the preparation of the aforementioned opere~
tions guide on regional industrial planning. Another conorste measure would
be to distribute to developing countries lists of current publisations in this
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field., Such lists could be easily compiled by UNIDO on the basis of periodio
contributions of bibliographical material by public and private institutions
engaged in research or applied work in the field. Finally, UNIDO should dis-
seminate as widely as possible the results of its own applied research in this
field, including a periodic review of the main points oontained in field reports
of technical asesistance missions in regional industrial planning.

Iraining

88. UNIDO should conduct training seminars and workshops for planners and
administmtors of developing countries. In this context, several experts
stressed the remarkable success of UNIDO's training workshops in industrial
project formulation and evaluation, whioh provide special training for tech~
nioians and polioy-makers of developing countries. UNIDO should also examine
the poesibility of setting up multi-national research and training oentres on
regional industrial planning., MNost experts were oonvinced that, for the time
being, these training and applied research funotions oould best be carried out
by superimposing them on existing industrial development cenires, rather than by
oreating separate institutes., However, some experts also believed that the
importance of regional planning would justify at a later stage, the oreation of
independent training and applied research centres in this field. One expert felt
that research would be more effeotively carried out in a centralised fashion,
while decentralized centres would be more suitable for the dissemination of
information and for operational activities.

Direct technical assistange

89. UNIDO should pursus further its oontaots with private or public institutions
throughout the world with expertise in various aspects of regional industrial
development and plaming, compile a oomprehensive list, and form a roster of
those institutions that are willing and able to undertake UNIDO assignments of
an advisory nature as part of their regular functions.

90, UNIDO should establish two separate oategories: Regional Industrial Planners
and Industrial Location Experts in its technical assistance experts! roster.
Ixperts in these categories should be economists or industrial economists familiar
with problems of industrial development and with experienoce and training in indus-
trial location, regional planning or related fields. There was general agreement
that, sinoe regional development must be viewed as a total problem, UNIDO
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teohnioal assistance experts in regional planning and in industrial location
should, whenever possible, work in co-operation with experts in related fields,
such as transportation, housing, and resources,

91, The general consensus of the group of experts was that a clear distinction
should be made between technical assistance missions on regional planning prob-
lems for the aconomy as a whole, and advise on location of individual plante,
The nature of the mission, as well as the necessary qualifications of the expert,
differ acoording to the dimension of the problem,

92. Advioe on the maoro-economic aspects of regional industrial planning should,
as a rule, be entrusted to individuals with a solid training in economios,
familiarity with planning processes and techniques, and specialization in the
spatial aspeots of industrial development. This type of assistance should encom-
pass at least the following fields, depending on the needs of the requesting
ocountryt

(a) Aseist in the formulation of regional planning at the national
level, that is, in the determination of the over-all pattern of
geographio distribution of industry and of infrustruoture through-
out the country, This type of assistanoe should also take into
account the influence of multi-national undertakings on national
industrial location planning;

(b) Assist in the formulation of regioncl plans at the regional
level, that is, in the design of a programme of industrial
development for a speoific region within the country;

(c) 4ssist in the organization, administration and implemensation
of regional planning at the national level or at the regional
level;

(4) Advise on the implications for national industrial location of
multi-national co-opcration or integration undertakings.
93. Advice on the mioro-economic aspects of regional industrial planning should
88 a rule be entrusted to individuals with a considerable amount of practical
knowledge of specific industries and with experienoe in dealing with eencrete
locational problems. This type of advice should oentre mainly on the choice of
looation of a plant, projeot, or industrial oomplex,

94. The group emphasised that no effort should be spared to seleot top quality
experts, in regional planning and industrial location as well as in technical
assistance in general. One expert suggested that a possible means of developing
& top quality group of experte would be to oreate a trainee programme for tech-
nical assistance experts. This programme, which, the expert emphasised, is




1D/WG.9/16

Page 30

different from the "associate gxpert" programme, would enable young economists,
already theoretically competent, to go along with established experts on indus-
trial development missions in order to gain the practical experience they need
through practical experience in the field. Such a programme, this expert believed,
would stand a good chance of being independently financed by governments or
private foundations,

95. Mnally, there was general agreement to the effect that, whenever precticable,
the services of competent experts from developing countries should be actively
cought, since these individuale nan provide direct inesights in the realities of
regional planning in a development setting, The group considered this recemmen-
dation valid also in relation to technical assistance progremmes in genersl.
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The key importance of industrialization for economic development is no
longer disputed, and the efforts of the United Nations in v -ent years have .
been marked by an increasing conoern with the need to acoelerate the industrial
development of developing countries. These efforts are borne out by the
oreation of the United Natione Industrial Development Organisation (UNIDO),
which began operations on 1 January 1967.

UNIDO's major orientation is to meet the urgen$ needs of developing
oountries in acoelerating their industrial development through premotiomal and
operational activities supported by relevant research. These operstional
activities are undertaken at the request of governments, and are designed to
assist them in carrying out surveys of industrial development possibilities
at the regional, natienal, and multi-national regional levels; in formulating
industrial development plans and programmes; in exeouting teohnical and
eoonomic feasibility studies to elaberete specific bankable projecte and in
the eoonomic and financial plamning and evaluation of specific projeots, in-
cluding the identification of possible domestic resources; and in advising
at the various astages of implementation and follow-up of projects.

One of UNIDO's main areas of work is that of regiomal industrial plamning,
realising that spatial considerstions are often orucisl in determining the
offectiveness of industrial development plans, as well as the profitability
of individual projects, In response to an inoreasing oonocern of developing
oountries with problems of industrisl location and regional development, work
in this area was begun by UNIDO's rredecessor, the Centre for Industrial
Development, in mid-1965. Following the unanimous recommendation of the Prague
Sysposium on Industrial Project Formulation and Evaluation (Ootober 1965) to
she effeot that locatiomal consideretions are indispensable for correctly
evaluating both the oommercial and the national profitability of industrisl
pre jects, the Centre began preparations for an Interregional Seminar on
Industrial Looation and Regional Development, scheduled to take place in Jume
1968, Now that the organisation of the Seminar is in its final stages, it
is particularly useful to present our work to the oritical review of highly
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competent economists in this field, in order to improve to the greatest extent
the direot impact of the Seminar on industrial location planning and practice
in developing countries.

UNIDC's work is centred on practiocal operational assistance to devel aping
oountries, Although regional imdustrial planning is a relatively new area of
notivity for UNIDO, a fair amount of progress has been achieved, At the request
of governments, loocational and regional aspeots of industrial projeots have been
evaluated, job desoriptions prepared, experts chosen for assignments, and a
UNIDO mission on regional induatrial development dispatohed inte the fiald,
However, the capability to successfully carry out direct operational assistance
depends, to a great extent, on the soundness of the approach used and on an
understanding of the requirements of industrialization derived from analytical
research of specifioc problems, This meeting has also been oonvened, therefore,
for the puspose of building up our know-how, of testing the soundness of our
ideas, and of receiving advioe leading to the formation of guidelines to help
in shaping a meaningful progremme of activities in the field of regional indus-
trial planning, It has beon particularly gratifying to us that such a distime
guished group of experts have acoepted to attend the meeting and give us the
benefit of their competent advice,

then drewing up the list of experts to be invited to attend, we set our
sights very high indeed. Each of you i a man of the highest competence in
eoonomios in generel and in regional planning in partioular; as a group you
reflect the prevailing intellectual trends in the field of regional plamning,
Different backgrounds are here represented - academic, government, industrial
oonsulting. Mnally, this group refleots the approaches adopted in differeat
ooonomic systems, The ceombination of the ocommon deneminator of competence and
experience with diversity of appreaches and of background makes me oonfident
that this mesting of minds will be an extremely productive one,

Moy I simoereiy thank all of you for your participation,
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It is proposed that the Seminar should focus on four main questions:
Objeotives of industrial looation policies; Factors determining the geographic
distribution of industrial activity, and their influence on national or regional
growth; lethods for programming the geogrephic distribution of industry, in
line with & given location policy; Measures to promote the achiavement of indus-
trial location polioy objectives and of the regional programmes which reflect
these objectives,

It is expected that discussion of these questions will draw substantially
on oountry experience,

S8ince industrial location polioies are inetruments to promote the achieve-
ment of oertain aims of development, the question arises as to what these aims
should be. Should industrial location polcies be oriented towards the aim of
maximising the national rate of industrial growth over a specified period, so
that the regional distribution of industirial activity would follow as a corollaryy
or should the achievement of regionally balanced economic growth, alongside the
aim of maximising the national rate of industrial growth, also be an objective
of industrial location? Under what ciroumstances are these two aims compatible?
Are suoh oiroumstances likely to be obtained in developing countries? lhen
oircumstances are such that these aims are competitive, at what stage in the
process of industrialization should the emphacis be shifted from the aim of maxi-
mising the national rate of industrial growth to the aim of balanced regional
development?

11, DOUSTRIAL LOCATION FACTORS

The aim is to identify the patterns of industrial location which are, at
different stages of industrialigation, most suitable to achieve the growth ob jeo~-
tives of developing countries. Thus, the following points need to be explored:
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(a) patterns of geographic distribution of industry in various countries, and
structure of the conoentrated and of the dispersed industrial activities (as may
be indicaled Ly several eoonomic oharacteristics, suoh as taotor proportions,
average size of plant, produotivity and the like); (b) relationsi:ip between the
geographic distribution and national or regional industrial growth objectives.

Location factors will therefore be analyred in order to determine and
quantify their role in: (a) generating a given pattern of geographio distribu-
tion of industry, and, (b) in influencing industrialisation in developing coun-
tries.

The following lontion faotors are here proposed for investigations

Fpoto: endowmanys

This heading will consider the availability in a given region of the prin-
oipal fuotors of produstion. Avsilability of capitel, of labour and of matursl
resouroes will be exemined, The term "™naturel. resources® is here defined to
inolude, in addition to direct inputs, those environmental factors vhick gemerally
contribute to the efficienoy of the production precess, as, for example, climete
or availability of water,. . . S—" L e

Zrousrert costs

Emphasis will be put ont general availability :nd relisbility of mesns of
transport~tion; cost of tramsporting finished producte for various types of
industries, as an indioator of the importance of "preximity to markets"; gemeral
incidenoe of freight on total production cost as an indicator of the impertemce
of "proximity to inputs”. An attempt will also be made t0 quantify the impaot
of freight differentiuls on regional economio inequalities.

Fosle soonomies

This heading will examine the role of inoresuing returmus to scale in enhan-
oing or minimising the relevance of other locztien factors. DNoth scale cosnsmies
in the strict sens. (resulting fron an inorease ia production within the same
technical process) snd inoreasing returns crising out of shifts to a differemt
process will be analysed. The latter type should receive greater attentien, as
in a developing economy productivity inoreases are more often achieved by shift-
ing to more advanced methods rather than by inoreasing the scale eof prodwotion
within the same technioal process.

i RS O R T
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‘Phe objeotive of the diecussion under this heading will Le to identify the
proper balance, for different {ndustries, between increasing returns and tranc-
port costs and other location factors.

External _seoucmise

(T™his heading oovers alsc tie following iwo. They are kept separatc nere
for the sake of easior treatment.)

The enalysis will oover both the economies extornal to the firm but inter-
nal to the industry end those external to the industry. Some relevant pointe
for disoussion ares formation of a pool of operstive, managerial and technicel
skills (not specific to any given industry); faster transmission of administra-
tive and technical know-how; effect of the raote of industrialisation or the risk
of investment.

riey R Ih

The tera "infrastructure" is defined »s the set of those goods and servioes
which are basic to the oarrying on of general esoonemio sotivity.

An attempt will be made to quantify the costs of different typee of infra-
structure and their benefits in terms of the efficiency of industrial sotivities
and growth of the area, and to determine the optimal degres of exoess capacity
in this sector, whioch will provide the flexibility needed to support further
astivities without freesing an exdvssive emount of development funds.

Also important is the timing aspect of {nfrastruoture development - whare
and under what oircumstances is infrastructure a necessary prerequisite for
industrial growth; where and under what oiroumstances can it be expeoted to
follow industrialisation?

Iatescinduatcx Dalations

Both the static and the dynsaio aspects of the question should be explored.
Some relevant points are: the need for ouxiliafy industries and services; the
optimum degres of vertiocal integration of production (with partiocular attention
being given to agro-industriel complexes); the possibility of backward and for-

ward linkages, and the relative importance of eech.
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Case studies

A number of case studies should be analysed in order to illustrate the
findings resched upon examination of the above location factors. The case
studies should, as far as possible, have & uniform analytical framework, in
order to ensure comparability.

Part III will deal with the following topios: planning techniques neoessary
for suocessfully carrying out a location programme in ocountries at various levels
of development; planning skills required by such a programme; oconsistency bet-
ween national and regional location plans; connexion between a plan expressed
in terws of gross aggregates and actual looation of single projeots.

In this respeot, the documentation and the discussion oan be divided smong
the fellowing headings: '

a) Data requirements; o
b) Selective susmary of techniques for losstion of individual platﬂ
o) BSelective survey of techniques for broader industrial location

programming;

(4) Implications of using different techniques, for verious types of
industries and countriess

H Consistency between national and regional programmes)

f) Operational connexion between aggregate programmes and techniques
for the location of individual plantsj

(g) Possidilities of computer utilisation.

Policy instruments at the disposal of governments to influence the distri-
bution of industrial activities among the regions of a oountry and, speoifically:
(s) to induce industrial enterprises to settle into a baskward region of a
oountry; (b) to mobilise the resouroes of a specific region of a country, es-
peoially a backward region, for the region's own industrial development; and
() to prevent the establishment of industrial enterprises in industrial urben
oentres that have reached or exceeded a oritical sise beyond which diseconomies
will arise,

The examination of the policy measures menticned below should differeatiate
between instruments at the disposal of the central authorities and those at the
disposal of regional authorities with due regard to inter-ocountry differences
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in the respestive spnare:s of ccoiral ana raegional authoriiies. An attempt should
also be made to definz the cpiinum degoe of decentralization of decision-making
authcrity,

The suplication of mra-mreq W a diversity of department at different levels
of goverrment reisdas lhz question of how to on crdinate, at the regionzl level,
(a) meesures iniiiajied Yy vorions departments of the centrel government and
(b) measures initiatud ry the scntrsl and regional governments.

Among the verious policy :rnstruments to be considered, the following may
be given particulor atisnti.m:

23; Figoal iarsma ote, noinbhly tar exemptions;

b) Mnarcicl iastr w:ats. notadly direct subsidies and loans at

low interast rates “hrorzh epociel iustitutions for finanoing
industry;

(6) Teohnicsl asaistence (aévisory services, ertension servioes ) to
indusirial ontaeryriscm}

(&) Measures in ihe ficlds of t:aneporiation and of supply of power

or watar, affeciing tho eveilebility of thece servioces or the

terme on which they are providedj

Industrinl estater;

Controls g1d linnnues vaguleting the loocation of industrial

establiel: viegy

Jovernrent pazii.iteiion in, or cvne~rhip of, kay industriesj

Asgiskern .~ iv fiodnins o mtreining of iadustrial workerss

Svbgidiec Zn» kesines fov inluetrial workers.

P Y ama ¥V o P " ane
-4 . - o
S gt Suns” o

Rert g

List of pddisicicd vepegsob ton.us vecomranded by the SCNR.SLSERES
Axeup 4. = Triccity wovien

"Labour Mehili'y, Iabour Ckills, Cowie of Traininz and Other Aspects
of Labour as o Frotor o indusirial Leontion in Neveloping Countries"

"Impact cf Maltinaticra) Integravion or Co-operation Undertakings on
Nstional Locauicn anc lerionel Plemning Criteria and Programmes™

vi eview of the .aps~ieasc: of Laveloped Covririec in Industrial
Looation and Reginnal Davelorxzsnt, Wiih Partioular Reference to Its
Appliocohility o Dav-inping Coaniies®

"Orgenisationel ard Instituvicnal acpects of Regional Plaaning in
Developing Countiice®
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Sroup B = Pesirable tepics

- "Social Aspects of Industrial Loaction and Regional Development in
Developing Countries"

"A Review of the 1971-1980 USSR Scheme for Location, and
Applicability of Its Procedures to Developing Countries”

"The Relatio:u of Physical Planning to iegional Eoonomio Planning"
"Data Requirements for Regional Research, Including a Disoussion of
the Problems of Data Colleotion and Llaborstion in the Field of
Location and Regional Development"

"Market Imperfections and Regional Grewth in Developing Countries”

"The Sectoral Versus the Regiomsl Approach to Economioc Plamning”
"A General unuibmm Yiodel of Looac.ion and Regional Growth"

“The Role of Natural Resource Availability in Detemmining Loecation
and Regional Growth Pattems im Developing Countries"

"mmua Methods for the Determination of Regiemal Mn‘-&m"

"The Notions of Soocial Cost and of Private Cost"”

"Grewth Poles, Urbanisation and Regional Development in Developing
Countries”

*Iterative Solutions to the Problem of Achieving Consistenay Detween
National and Regional Plans®

"Yechanisac of Geographic Transmissien of Growth

"Regional Acoounting liethods™
"Nethodologioal Problems of Industrial Losatien in the USSR,
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sScope and tontative annotated outline of an
"Operations Ouide to Regiongl Indusirial Plan-ing"

Segpe

Many develcping countries are increasingly concerned with the spatial
aspocts of development planning, recognizing that decisions as to where to
locate 1né.ustrial projucts can be as crucial for their success as the decision
to undertake them at all. In addition, many wovernments are subject to con-
siderable intornal political precsure concerning the regional distribution of
industrial investment. /™o application of rational principles and procedures
for geographic induutrial investme1t allocetion would considersbly enhance the
offuntiveness of national development planning for national development goals.

The "Opereiiono Guide to Regional Industrial Planning" will provide
planners in developing ocvuntries and techniocal assimtance expertis with basio
reforence information on the planning of industrial loocation, and with clear
techniques and prooedures for carrying out regional analyses. It is intended
tc be usable as a direcily operational handbook of basic -onoepts and methodo~
logiocal topls. 1i is uot expected to be 2 comprehencive manual of high pro-
gramming sophistication and economic rigorousness, but cu'her a short review
of besic vonocepts, techniques, and reference material. The Guide should be
speoific and clear enough to stand on its own as a hendbook for regional indus-
tricl plunning, and yet .cwyssuc.sive snougl. to cirve as a source of leads to
more alvinced irsthcdology and available research material, [t should oontain,
wiaerever possible, siear examples of how to apply the principles and procedures
axplained to cpecific ocares. It should almo serve as a basis for developing
‘eadhing meoterial in the tieid of industrial loostion and ragional planning.
“he Ouide shculd bs not ovu~ 200 pagee in leagih (exnluding annexes), neatly
sthruotuved, and simrly writton. It should be usablo by anyone with an under-
standing of elsnentary eoonomic princivles and some baskground in programming
nethods; however, it should avoid smorificing precision for the sake of simpli-

ity of language.
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Tentative outline
Introduction

General satting of the problems relating to the geogrephic distribution
of industrial activity in developing countries, inoluding the neoessity to
take into scoount spatial considerations within national plans, the importance
of adopting a consisient and uniform framework for deoision-making in this
field, the need to elaborate (and follcw) simple definitions of fundamental
notions, and the applicability ¢f principles and prooedures developed in other
ocuntries. Clear etatement o¢f the need tc regerd loostional decisions as
interdependent, tc view regionsl planning as a dynamic prooess, and to evaluate
the advisability of adopting eny given locstion planning technique by oomparing
the expected benefits with the costs in terms of research, time and cf‘foﬂ.

Chapter I - Criteris of regional industrial planning

A setting forth of the detailed oriteria and spetifio considerations
governing regional industrial planning, based on the objeotive of achieving
long-run national economic growth... Various planning levels: location plan-
ning at the nutional, regional and looal level; location planning at the
natic al, secioral, industry and projeot level... The need to maintain consis-
tenoy among the plans at different levels, due to the logioal interdependence
betwean all levels, whether of a tunotiona) or of a geographic nature... A
more detailed 1oview of the main location fastors: (a) factor endowments
(lend, labour, oapital, others); (b) transportation; (o) agglomeration econo-
mies (economies of so=le, losalization economies, inter-industry and urbani-
nation economies)... Factors uaking for a concentrated pattern of industrial
aotivity, and faotors meking for a dispersed pattern... Looational orientation
of industries and its changes thrungh the proocess of ecomomic development...
Rolationship between spatial pattern and theory of economic development, such
&8s nurvuring of growth pcles... Influenoe of the main looation faotors on the
locational pattorn of industriss of different struotural oharacteristios...
Interdependence of locational decisions on different projects; linkages and
locational patterns... Regional oomparative advantages to be viewed in a
dynamic context; regional fautor "endowments" subjeot to change through time
n8 the result of oonsoious policy decisions... The resulis of loocation planning
oxperience in developing countries.
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Chapter II - Methodology of vezionel indusirioi planning

(a) Techniques focussed mainly on the industry as the unit of snalysis:
industry locatiunal analysis, industriai complex analysis... (b) Techniques
fooussed mainly on the region as the unit of analysis: 1egional studies,
regionsl multipliers, the "shift" technique .. Int:rdependence between the
uwo kinds of techniques and necessity to look at both sides of the cOine..
(o) Tachniques which combine the industry and the region levels: multi-
regional input-ouiput, interregional linear programming, cost-benefit analysis...
(d) Principal cocfficients of analysis: the localisation oceificient, the
location quotient, the cuefficicn® of sprtial variation aud others... (e) Tools
of implementation Qf lccatiional ducisione, including the determination of
national shadou prices on the basis of regional and loocal relative soarcities...
(£) Descriptive tcols: the localization curve, cartographio representations
of various kinds. Uses, advanteges, and drawbacks of each of the above, in
view of expected marginal benefits and research or data collection costs,
Ixamples of the application of the vawiovs tachaniquos in specific oupirical
studies will be inoluded: ocheckliste, churis, dummy tables eto. will be used
to illustrate the practical application and procedure of each technique ex-
plained gbove.

Chapter TII .- Organ‘zation and preparation of regionel L_studies

An outline of how to set up a regional ndusirial planning office (inoluding
staffing and financial requiremenis) snd cenduct a ragional economic study for
a correct choice of iadustric to be iocated in the region... The topice will
‘aclude defining objortiver © =-wicial inslyeis and reco: ciling multiple objeo=
tives; fermulating working hypotheses and identifying the statistical tools
appropriate to the iesting of each; identifying key areas of study (in view of
previous experience, of ocurrent basic nationzl or regional targets, or of
theoretical coneiderati~ne;; mapping out the research approach, and planning
the work prooess, including a detailed enumeration of key tusks and an elabora-
tion of clear and detriled procedures, budgeting and planning staff require-
wants and organizational lines.
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ABERRIX I - Gloesary ol torms

Simple definitions and oxplanations of the terms used in looational and
regional analysis, in order to familiarize people in the field with the terms
and permit them to avoid the confusione and misunderstanding stemming from
terminological differences betwcen languages and oonceptual differences between

notions evolved in different coonomic systeme,

The bibliography is to be oross-indexed 0 servVe a3 ah GARY SOUFOS of
reference; extensivencss is to be saorifioced to relevance, and only easily
obtainable items should be included; basic theoretical material will fom &
necessary but minor part of the bibliography.

RN b g A
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Ligt of Lcipati c
Williem ALONSO United Statcs Profousor of legional Planning,
University of California at
Berkeloy
Ben jamin CHINITE Unitod Btates Profescor of IZoonomics,
Brown University
Paul Honri DAVID Prance Inepector, French Ministry of
Construction
: Antoni XUKLINBKI Poland Head, Department of Space Economy
| and Regional Planning, Polish
: Academy of Soliaences
Arkki LAATTO Finland Research Fellow, Statc Counoil
for Soocial Sciunco (Pinland)
y
touis LEFEBER Venosuols Professor of Economios, Brandcis
University
Constantine MIOHALOPOULOS Greeoe Assistant Professor of Economiocs,
Clark University
Stenislav A, NIKOLARV Union of Chief, Rogional Development
Soviet Gooialist BSector, Counoil for the Study of
Ropublios Productive Forces, Oosplan
Beanuele TOBCO Italy Chief Hoonomist, Italoonsult

Moy B, Helfgott and Salvatore Sohiave-Campo also participatod, and acted
as Ohairuen and Rapperteur-Technioal Seoretary, respectively.
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