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SOREWORD

In February 1959, the Advisory Committee on the Work Programme on Indus-
trialization — which was convened by the Secretary-General in accordance with
resolution 674 A (XXV) of the Feonomic and Social Council recommended
that a study on the establishment of industrial estates in under-developed countries
should be undertaken by the Seeretariat of the United Nations under its programme
of work on industrialization and productivity.

At its twenty-seventh session, the Council adopted resolution 709 A (XXVID
in which, among other things, it requested the Secretary-General to “ lay particular
emphasis on projects of direct practical value to economic development ™ and. in
particular, to “ projects eoncerning industrial zones and estates . The present
report has been prepared, in accordance with this request, by the Division of Indu -
trial Development of the Department of Economic and Social Afairs,

In view of the ma: ; problems raised in connexion with the establishment of
industrial estates in under-developed countries, it is expected that further |.rojects
in this field will be undertaken in the near future in the form of reports and studics

which will appear either as monographs or articles in the United Nations Bulletin
on Industrialization and  oductivity and in the form of seminars,
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INTRODUCTION

Towards the end of the nineteenth century, a new
method of organizing, housing and servicing industry
began to be applied in <ome economically advanced
countries of western Euiope and in the United States,
A few organizations were set up for the purpose of
assembling, improving and subdividing tracts of land,
and frequently for erecting factory buildings, according
to a comprehensive plan, in advance of, or upon, demand,
either for sale or lease to prospective industrial occupants,
The plan provided for street:, rail lead tracks and utilitics
and sewers, which were usually installed hefore the sites
were sokd or leased, or were otherwise assured to the
prospective occupants. Control over the area and build-
ings was exerted by the developing agency through
zoning and restrictive covenants incorporated in the
deeds of sale or leases, with a view to protecting the
investments of both developers and occupants and
ensuring compatibility among the industrial activities of
the latter. A variety of services was provided by the
developing agency.

These features are common to the organizations
known today as planned or organized industrial tracts,
districts or parks? in the United States, trading estates
or industrial estates in the United Kingdom, industrial
zones in laly, industrial subdivisions in Puerto Rico.
and industrial estates in India and other countries;
these terms refer both to the organization managing
the project and to the site and installations. They dif-
fereatiate these industrial communities from portions of
a town reserved for industrial use by city zoning ordin-
ances, from unimproved and unplanned tracts of land

for sale as suitable for industry, or from sites
improved for the use of an individual industrial estab-
lishment or of a very small number of industries,

These common features allow for differences in the
purposes, organization and operation of such commu-
nities, both as between countries and within the same
country; some of these differences will be discussed
below. In this study, the term * industrial estate " will
be used to express the generic concept, although it will
also apply to the specific forms “nown under this name
in certain countries. '

The first estate was established in 1896 in the United
Kingdom, at Trafford Park, Manchester, by a private

'Thvindmriddiurictcomwurictlylo the above defi-
nition. The industrial p&rkisadimictphnnedtomtueom-
patibility between the industrial operations therein and the existing
i community in which the park is
) Darimouth College Conference on
Industrial Parks, June 1958, sponsored by Arthur D. Litile, Inc.
the Stgte of New Hampshire (Cambridge, Massachusetts,
1958). Industrial tracts are improved plots where neither buildings
nor services are pro . ‘ded.

group. In the United States, the Clearing  tndustriyl
District, near Chicago, also sponsored by a private
corporation, began to operate in {899, In taly, the
industrial zone of Naples was founded i 1904 by u
special state law which entrusied the Z0N¢’s Management
to the city. In the course of the next thirty or forty
years, only a few private groups followed suit in Britain
and the United Siates, and a few municipalities in nor-
thern ltaly. The British Government did not show
interest in the device until a few years before the Second
World War, and at no time did the Federal Government
of the United States intervene in the developient of
industrial estates in that country. The ltalian Govern-
ment began to promote indusirial estates as 4 tool for
the industrialization of southern ltaly only in 1957,

The British Government first encouraged the use of
the device in 1934 as one of the means of combuting
uacmployment in the depressed regions known then
as Special Areas, and gave it considerable impetus
after the Second Werld War, when it adopted u uation-
wide policy of industrial location tending to divert new
industry from congested arcas and to steer it towards
certain under-privileged regions and new population
centres. Today, eighty-one estates and smaller * group
site; " are in operation in the live Development Areas
(ihe former Special Areas and some additions), lifteen
in the “ New Towns " and six in Northein Ireland.

In ltaly, seven industrial zones were established in
the course of the thirty-three-year period from 1917
to 1949, all of them in the industrially developed nor-
thern part of the country. In 1953, a 7one was opened
at Catania, Sicily, which is, apart from the zone of
Naples now almost fully occupied, the only onc in
operation in the South. Between 1941 and 1957, basic
development work was started in fi‘tcen zones, in both
northern and southern laly. In 1957 and 1959, the
Government passed two laws on the development of
Southern ltaly which stressed the role of industrial zones
in the irdustrialization of that region and sct forth
uniform rules for their establishment. Under these laws,
the Government will assist in the creation of large areas
of industrial development  four of which are currently
being developed as well as of ndustrial estates of i
narrower scope.

In the United States, the growth of industrial estates
has accelerated, in the past few years. at an extraordinary
rate. By 1939, only thirty-three industrial districts and
parks were in existence. Between 1940 and 1949, seventy-
four additional districts were developed. Towards the
end of 1957, the total number was 302: in 195K, 1t was
estimated at over 800; by the middle of 1959, at well
over 10M, scattered throughou! the country (see map
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Nos S W ks these figures may include groups of indus-
tries which do na, stictly speaking, full within the
detinition given carlier, it s undeniable that the industrial
district or park has become one of the most characteristic
and most successful orms ol industrial organization and
location in that country,

In the past ten years, industrial estates have alvo been
wsablished in other advanced countries, such 45 the
Netherlands. where about one hundred small industriyl
tracts and estates have heen developed. most of them
under the Sponsorship of municipalities, In Canada. a
certatn number of estates are established near Toronto,
Ontario, and Vancouver, British Columbia. and plans
have been made, mostly by municipalities, for setting
up estates in a number of Jocalitics in Ontario, Alberty
and Quebec. A few small-scale industrial cstates have
been established in Belgium, Denmark, Finland, Sweden
and Switzerland. and one js In operation in Irelund
as part of the development or the Shannon Airport
free zone; plans for setting up estates are being consid-
cred in France and Algeria. the Federal Republic of
Germany, Iceland and Spain,

So far, only two under-de.eloped countries India
and Pucrto Rico  have given major emphasis i their
industrialization policies to the establishment of indus-
trial estates and have ‘aunched nation-wide construction
programmes, In other under-developed countries, 4 few
estates have been set up in recent years, in most cascs
on an experimental basis,

In India. the establishment  of industrial estates is
one ol the most important measures aiming at promoting
small-scale industry, Development of ten industrial
estates was begun in 1955/56, that is, towards the end
of the period covered by the tirst tive-year plan. Greater
impetus was given to the industrial estate progriimme
under the second plan: in 1960, out of a lotal of 120
estates, forty were occupied. thirty-cight were completed
or were being readied for ocupancy by the end of the
year, and forty-two were at the planning stage.

In the early nincteen-liftics, Puerto Rico began building
a nctwork of small industriz! estates  throughout the
island; by the end of 1959, thirty » industrial subdivi-
8I0ns ™ were com pleted, and twelve additional ones were
planned,

In Jamuica, British West Indies, an estate is in opera-
tion near Kingston, Three cstates are being Liid out in
rinidad. In Braal und Mexico, a few industrial
cities * featuring mproved sites are being developed.
In Nigenia, a small estate was opened near Lagos late
in 1958. In Ghana, vonstruction of industria| estates at
Accra and Tema is under consideration, |n Isrzel, one
industrial cstate has been established in Jerusalem and

+ United States Deparinent of Comnmwree, Organized Industrigl
Districty 4 Tool Jor Communiry Developmen, by Theodore K.
Pasma MWasiingion, D.C., 1954); Sranford Research tnstitule,
Inlernational tintusirial Devetopment <enter, Industrigt I starey

Tool for hdustrializar on, by William Bredo (Glencoy, tihinois,
t9ol); 4 Report on che Darimouth ¢ ollege Congerence on Indus-
trial Parks, op. o : siney made by 1he Jowrng) of C
(New York), published in the issuc dajed » April 1990, Ap analysis
of current datg s exprected 10 be provided early In 1961 as a resuly
ot an anquiry corred oul by the Urban Land Inshitime of Woysh.
nglon, P.(.

another m Bat-Jam near Tel A - four others are being
planncd. In Pakistan, 4 Karge ostate has been in operation
at Karachi since 1947 and onc at Hyderabad since 1952,
Plans for huilding sixteen estates for small industries
in Last Pakistan are currently being made: six of these
ar: to be built in 1960 61. Three industrial estate projects
are under way in the Republic of China. one of them in
connexion with the extension of the harbour of Kaohsiung,
In a4 few other under-developed countries, in particular
n Alghanistan, Burma, Ceylon, Jordan and MNepal,
technical assistance advisers . particularly those of the
United States International Cooperation Administration
- have submitted recommendations for the establish-
ment of industrial estates, Technical assistance js being
given by the United Nations for the establishment of
industrial estates in Indonesia and Singapore,

Thus, although the idea of the industrial estate was
first formulated nearly  seventy-five years ago,? the
impetus taken by this method of industrial organization
iS4 purely contemporary  phenomenon, Industrial
estates originated, aud were principally developed in
already industrialized nations. However, broad orga-
mizational differences are apparent in the most recent
projects. and standards and - methods for planning,
vrganizing and operating industrial estates are still being
¢ olved in these countrics, In most under-developed
countries, application of this mcthod is still at g very
early and experimental Stage, but some distinctive
features conforming to the conditions prevailing there
are apparent. In both cases, much remains to be learned
about the value of ind ustrial estates as a tool in policies
of location and growth of industry, and about their
economic and social effects, The relatively shor period
of time in which the device has been applied explains
the paucity of appraisals of its valye jn achieving the
objectives assigned to it. It also explains the relative
scaraity, in all countries, of recent data and statistics on
virtually all aspects of the subject - number and types
of estates, factories and workers, acreage, development
costs, sales and lcase terms, and so on,

The present study rests in part on an analysis of infor-
mation on the experience of selected countries and in
part on evaluations of such cxperience by competent
observers. It deals more with policies and principles
bearing on the establishement of industrial estates than
with the physical planning, technical and organizationa}
problems involved, though some reference js made to
these.! Objectives and policies are examined in both

"It has been raced back 10 885, when plans were made for
setting up the Clearing Indusiria) Dist-ict in Chicago.

' Social and physical Planning aspeciy of industrial estates wil]
be discussed in g4 report being prepared under this nile by the
Bureai. of Social Affairs of 1he United Nations Department of
Economic and Social Affairs, The report is based on a series of
COMPAralive case studies dealing with such aspecis as location,
relation o iranspon ynd communications, communily facilities
and serviges, housing and 1he like. One of the objectives of the
study s 1o formulate physical and sovigl planning principles which
might provide some guidance for establishing indusiriat eslates in
under-developed Countrigs,

Physical Planning ung tecchmicat and organizational problems
are also discussed 1n theodore K. Pasma, op, Gt William Bredo,
OP- i, which atso contains a selected bibh'ography on, among
others, indusirigt cslates. indusirig) location, ¢ity planning and
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cconomically advanced and under-developed countries
with a view to provicing not only a frame of reference
for comparison purposes, but also some gurde-lines
which would help in formulating and appraisinz policies
m the latter group of countries The study s addressed

physwal planning and oming. Industrial Fstates 4 Device Jor
Small Industries Development 4 Study of Experieace in Western
Europe, a joint ublication of 1he Research Insutute for Manage-
ment Science, Ielfi, and the Netherlands  Econom: Institute,
Rotterdam, the Netherlands, 1938 ; Indusirial £ siates Programme
and Progress, published by the C entral Small Industries Organs-

primarnly 1o authorities in charge of industry| develop-
ment an - under-developed countries and o
assitance experts in that tield. I Cong
tve and subject 1o reconsider
complete information. when 1

tevhimeal
lustons are tenty-
Hton e the hght of more

hiy becomes avatlabie
anon. Ministry  of Commerce and Industry
India «New Delhy, Seplember | 9a))
phlets and artickes Unied States
appears in Bibliography of In,
Supplement. published by the
Council (Newark,

Governnwnt of
i alarge nunmber o [ARTIIE
publcations, & [iat ot which
st il Developmen, Matena!, and

clopment

Ankrican Industrig) Pev
Delaware, September Jusx)




Chapter 1

OBJECTIVES AND POLICILS IN DEVELOPED COUNTRIES

In cconomically advanced countries, the objectives
sought 1n establishing industrial estates, the methods
adopted 10 plan and vontrol them and the services pro-
vided to thar occupants present appreviable differences,
not only from country to country, but from one estate
to another. Al esates, however, present a common
feature. they are venture undertakings where sites are
developed and sometimes general-purpose * speculative
factonies are crected, prior to an agreement of sale or
lease  with prospective . manulacturers.  Huge  capital
outlays, public. prvate, or both  are tied up for long
petiodds of tme m land purchase and development expen-
ditures. In many cases, this is combined with promotional
incasures and incentives o induce manufacturers to
establish themselves on the estate. Even in countries
where promotion expenses account for a high proportion
of total costs - as is the case in the United States -
or where “ steering ™ mieasures are in vigonr as in
the United Kingdom  the rate of occupancy 1s usually
slow : ten years or more may be required before an estate
of average size s entirely ovcupied.!

To mimmize the risks involved in the establishment
of an estate, the developing agency, private or public,
generally undertakes an imitial planning sunvey, sets
forth entry standards and procedures, operating regula-
tions and controls in particular, restrictions o certain
productions or processes  and introduces promotional
programmes. The type of plinning, including, il necessary,
controls and inducemients, will vary with the objectives
sought in csablishing the estates. These are etther to
make a profit for the private groups which own and
operate them: to secure advantages of an economic and
sovial nature to a community or a region: or (o promote
industnal development, frequently within the context
of assistance to small-scale industry.  Considerations
related to decentralization  or  dispersal  of industry,
regional and town planning, urban renewal and slum
clearance also frequently enter into the picture.

The objectives and policies bearing on the establish-
ment of industrial est tes will be discussed with reference
to three industnial countrics the United States, the
United Kingdom and Ttaly  where this device has been
extensively applicd. In cach of these countries, estates
have been established both in big cities and industnial
centres and in rural and small town locations. In these
countries, the degree of government intervention in the
evonomy, both at the national and iocal levels, and the
relationships between public authorities at all fevels of
government and the private sector differ widely, The

Vin 1957, the averiage size of andusirid estates in 1the United
States was abeul SO0 acres (202 heclares).

extent of intervention of the central Government in the
establishment of industrial estates 1s very strong in Great
Britain, much weaner n ltaly, and practically nil in the
United States; the action of 1ocal authorities is important
in ltaly and plays & modest role in the United States.
It can e expected that the various forms taken by the
industrial estates in chese three countries would reflect
the full range of conditions prevailing in developed
cconomics based essentially upon privawe enterprise.

United States

According to a survey made in 1957 of 302 industnal
districts in the United States.? 70 per cent were sponsored
by profit-motivated private groups  industrial district
corporations, railroads, industrial real-estate  brokers,
contractors, architects and landowners 24 per cen
by non-profit community organizations industrial
foundations, chambers of commerce, redevelopment and
housing authoritics, development commissions — alone
or in co-operation with otliers, and 6 per cent by local
governmental agencies  county or municipal govern-
ments, and port and airport authorities.

Devclopers in the tirst group generally seek their profits
in the sale of improved land and provision of services
to the occupants. Railroads, however, are mainly inter-
ested in indirect benefits afforded by industrial districts,
and scek above all 1o ensure increased freight revenue;
for that purpose, they frequently offer special induce-
ments, such as low purchase prices, to freight-receiving
and freight-generating industries guaranteeing a minimum
freight traflic.?

Community-sponsored industnial district organizations
look for the indirect benefits that industrialization brings
to the community in the form of increased employment,
payrolls. trade, services, and tax revenues.' A varicty
of special advantages is usually offered to prospective
occupants to induce them 1o settle on the estate,

* Willlum Bredo, op. cit., page S0
The guaranice usually covers the shipmemt of a specified
number of carloads of freight per month and per acre of land
acquired.
tIn csiablishing indusirial districts, certain residential com-
munities sometimes seek to give employment to the local popu-
lation and, a1 the sume time, 10 hold down per capita real estate
taxes. the underlying assumption is that the new industrial plants
will aincrease local revenues without a proportionale  increase in
the populahion of the town  particularly the school-age group -

or v the comumption of municapal servives. Fxperience suggests
that 1he benetits expected are bkely 10 materialize in the shor
run only, ke, once indusirial growih has been induced, both
consderations, particularly the latter, rapidly become invalid, See

A Report on the Dartmouth College Conference on Industrial Parks,
op. b, pages $2 10 54,
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Districts operated by governmental agencies aiso
seek principally the indirect benefits brought by industrial
development. As in the case of railroads, port authorities
seek industries requiring heavy shipping, but do not
restrict occupancy to them. Sites on government-owned
land are offered for lease only.

The development of industrial districts in the United
States has taken place without the direct intervention of
the Federal Government. It may, however, have been
influenced to some extent by the 1951 presidential policy
statement, motivated by strategic considerations, which
called for dispersal of new industrial establishments.
Reliance was placed, however, on private initiative and
on the states aud local communities to see that dispersal
within their areas was properly carried out,

As may be seen in map No. I, the areas of greatest
concentration  coincide, on the whole, with the old
industrial regions of the country and particularly with
the large industrial * conurbations " of the north-
eastern Atlantic sea-board und the industrial centres
of the Middle West. The map also indicates a correspond-
ence between the establishment of industrial districts
and the relatively recent development of industry in
California and the South.

PRIVATELY SPONSORED INDUSTRIAL DISTRICTS
AND PARKS

The considerable development of profit-motivated
industrial districts and parks in the United States js
related to a phenomenon which occurs in that country
with particular intensity. In most industrial or industrial-
izing countries, industry tends to * bunch up ™ in or
around large cities which provide external economies
in the form of trained labour, transportation and financing
facilities and business contacts and various amenities.
As the large cities grow larger and in-town industry-
zoned land becomes scarcer and more expensive. new
industry is forced to seek location in the outskirts of
metropolitan areas or to settle in or near smaller sur-
rounding cities affording the required markets, labour
or raw materials,

In the United States, the outward spread of population
and industry has, in recent years, taken on enormous
proportions and has created serious new problems —
economic, social and political. In its search for outlying
industry-zoned sites, industry finds itself in competition
and frequently in conflict with residential communities
growing outward into the suburbs and semi-rural areas.
Lengthy and complex negotiations and arrangements
are involved between industrialists and landowners, real
estate agents, municipal, county, and someties state
authorities, utility companies and contractors, for
assenibling and developing new sites, opening roads,
installing utilities, obtaining zoning protection, and so
on. The fact that even small establishments today desire
relatively large lots adds to the difficulties encountered.
This requirement stems from the present preference for
* horizontal-line " material handling and production
and assembly methods involving one-floor layout; it is
also due to the fact that while settlement in outlying
areas is made possible by widcspread private car owner-
ship and availability of truck transport, land-consuming

off-street parking and loading and unloading fucilities
must be provided as a counterpart; i many Gises, fand
must afso be reserved for future apansion. To some
extent alsc the recent emphasis on aesthetios 1 plam

design und landscaping both for integration wuth
surroundings and for beter working  conditions
contributes  towards incredasing the amouni ol land
required in refation to its use,

In such conditions, the offer of an tmmediately av nlgble
improved site within commuting distance of 5 oy, of
protection aguinst IMProper us: in the adpoming ares,
and, frequentty, of 3y - package plan providimg legal,
engineering and financiy| services e designing and
constructing buitdings and other facilies, s sutliciens
to induce an cntreprencur to locate in an mdustrial
district. In privately devetoped districts, the costs of
sites and services are usually higher than those which
an industrialist would have to meet through independent
action. It is considered, no doubt, that the dilference 1,
costis burly well offset by the advantages of avorling
difficultics and worries, reducing the time-tag hetween
decision 1o locate and beginning of production and the
protection afforded to investments by private covenants
which are usually much stricter than city soning regu-
lations,

This explains the fact that oceupancy of sites in such
industrial districts and parks appeals not only to enter-
prises which have a sound financial standing, but are
not large enough te have their own legal and location
planning personnel. but also to large corporations with
the necessary facilities and extensive financial resources:
these frequently erect small or medium-sized plants or
warehouses in districts, because satisfactory  * inde-
pendent " sites are not available in the areas selected.
Very large factorics do not find the generally limited
district sites suitable for their purposes and  heavy
industry is as a rule e«cluded by the regutations,

Private developers usually have strict selection stan-
dards and look with greatest favour upon well-established,
nationally-known firms possessing sound ¢redit ratings,
successful  business histories, and proven  manageriaf
ability. Such companies are able to satisfy the credit
requirements of institutional financial investors, mainly
life insurance companies. which extend the mortgage-
loan financing necded by the district’s occnpants. = A
a result, few small »r young companics have been able
to obtain district properties, except in such subdivisions
as Clearing [Industrial District] and Central [Manu-
facturing District] at Chicago, which carry their own
purchase contracts.” 3 Establi - hment by nationally-known
or locally-known corporations is alo sought because it
sets a standard which, when well publicized, will tend to
attract other companies. Attractive sales prices are fre-
quently offered to the first occupants.® Promotional

> Umiversity of Washington, College of Business Adnnmistra-
tion, An Analvsis of Planned Inbusrial  Diviricts, by € harles
W. Hackelt, Ir. (Seatle, Washington, 1956), page 40,

¢ At the time a districl is opencid, prices are geperatty tow and
competilive with those of other industriaf sies in the locahty.
As a rule, they rise sharply in the course of the firs and secornd
years, refleching the increase in demand for siies and the incrernem
in vilue resutting from the building of the tirst factories. Ihereahier,
prices increase al a slower rate, on accoun! of such fbadiors as
urbin growth, opening of thoroughfures and the hke, apart
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The success of the profitmetrs ated distrits v thys
largely the resultant of the  industrial and  urban
over-development of metropolitan arcas, When located
I or near large industrial centres, these districts are
instrumental not <o much in attracting industry, as n
permithing it to satisfy an exnting demand for a given
location. The opening of such districts In lesser centres
1s due 10 the overcrowding ol the large cities. Purchase
of a site in these districts 18 proposed Lo prospective
manufacturers as a move advantageous an itself: addi-
tional incentives are usually not considered necessary,

COMMUNITY-SPONSORI D 1NDE STRIAL DISTRIC S
AND PARNS

1t s in the states a .4 cities relatively less developed,
less attractive to industry. or cconomically depressed,
that, upon the initiative of cammunity groups, industrial
districts have been established and promoted by a great
varicty of inducemients 1o attract new industry.” These
siducements include low saks prices or rents, gifts of
land and buildings, loans at low interest rates, temporary
tax exemptions or abatements, provision of general-
purpose factory buildings, and various forms of assist-
ance and services, Encouragement and  aid s often
from inflationary changes. See Stanford Research Institute, 4n
Analvsis of Orgami:zed Indusirial Districts, by James P Lec and
Gittbert K. H. Wong (Menlo Park, Califormia, 1958), and Williamn
Bredo, op. it

Tt as not news 1o anyone that some of our original New
England Stsies were active in promoting new industry by such things
as tax abatemen, community funds, and (perish the thought)
lotteries and raffles.™ Association of Stale Planning and Develop-
ment Agencies, ™ Inducements to New Industrics Bait, Gadgets
or Necessary Help? ™, Proccedings of the Tenth Annual Conven-
tion (Washington, D.C., 1985), page 183, See also ™ A Report

on Recent Changes in State Legislation to Anirac New Industry ™,
by Albert E. Redman, Proceedings of the Eleventh Anmual Con-
vention, 1956, pages 39 to $0.

Zven 1o new small industries. While restrictive controls
existothey are, as a rule, less nigid than those prevailing
noprvate districts Lunds are wsually raised by the
business communiny 1, occasionally, by public sub-
Ophen s Non-profit community districts are cxempt
from tederal corporate income tax and may be financed
Atyer low anterest rates through the sue of tax-cxempt
Mmunicipal honds

fn il opiion of some American observeis.* differen-
tal advantages are mostly of marginal importance in
attracting industry to specilic locations. Muany corpora-
tions Took with disfavour on tax differentials. for public
relations reasons; some would disregard offers of unim-
proved free sites because these account for only a small
part of tetal plant costs. These and the fringe advan-
tages. such as climate, recreation facilities and various
amemties. which are often emphasized in promotional
Imerature, appear to mfluence selection of location only
I the last stage of analywis, after the manufacturer has
been satished that he can fullil in the area his primary
location requirements maihets, materials or labour,
4% the wase may be. Fquaally, 1if not more. important to
the prospective manufacturer is the assurance that the
host communiey s willing and able 1o supply the general
wrvves contributing to the development of external
cconomies for which it s responsible eificient public
administration,  development of  roads and ulilities,
public transportation, fire and police protection, schools,
hospitals. shopping arcas. recreational and residential
lavhities, and so on,

Community-based elforts 1n the United States have
been particularly successful when local resources have
been brought to the fore through the creation of indus-
trial districts  combined  with  broader developmental
measures; the offer of general-purpose, * shell-form ™
factories for sale and sometimes for lease has been an
1mportant coniributory factor. Subsidization by various
Means appears o have played a secondary role; while
it may have facilitated the cstablishment of many new
concerns with limited financial resources, it does not
appear to have been a necessary condition either for
their foundation or for their location in a specific area.

United Kingdom

In the United Kingdom, a certain number of indus-
trial costates are privately owned and operated on a
commercial basis. Trafford Park Estates, Ltd., and Slough
Trading Estate which are the oldest estates in the
vountry are private joint-stock companies, and the
most important in this group. All such estates are located
in the vicinity of large cities; four of the largest are tn
the Liverpool-Manchester area and five in the London
area. Their income arises from rental of sites and build-
ings * and from the supply of utilities and services;

* Ihid .“I;rareﬂlmxs of the Tenth Annual C onvention, pages 153
10 176; Dartmouth College Conference, op. cit., passim; William
l!redo, op.ei.; Naliuna! Planning Association, Why Industry Moves

1949Y, and Depressed Indus-
trial dreas - 4 National Problem, by William M. Micrnyk, Plan-
mng Pamphlet No. 98 (Washington, D.C., 1957, passim.

* Factories built by terants are bought by the estate compeny
when i1he 1enanmi moves out,
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they receive no assistance from the Government. Light
engineering indisstries predominate «n these estates,
with the expection of the one at Trafford Park, where
both heavy and light industries are established.

The majority of the estates in the Umted Kingdom
were started upon the initiative and with the assistance
of the Government.!® Construction began before the
Second World War under the Special Areas legislation
of 1934 and 1937, and gathered momentum after the
war under the Distribution of Industry Acic of 1945
wnd 1950, and the Town and Country Planning Acts
of 1947 and 1954,

T

Before the war, establishment of industrial estates was
one of the devices used by the Government to rehabi-
litate ccrtain arcas in England, Wales and Scotland
the * Special Areas " - which were particularly depressed
and where unemployment rates were very high. Employ-
ment in these areas depended largely upon the coal,
steel and shipbuilding industries, which were already
declining by the late nineteen twenties and were parti-
cularly hit by the depression of the nineteen thirties.
Two commissioners appointed by the Government were
given power to take “ mrasures designed to facilitate
the economic development and social improvement ™ of
the Special Areas. The measures adopted tended to
promote the general economic and social rehabilitation
of the Areas more than their industrial development - -
a policy which, as will be seen in the next section, pre-
sents analogies with the action carried out until 1957
by the Italian Government for the development of
southern ltaly. Of the £21 million spent in the period
1934-1938,'' about £15 million were for investment in
overhead facilities and relief,'* and about £6 million
for industrial development. Industrialization was pro-
moted by non-profit “ trading estates companies ” set
up by the commissioners. These companies, between
1936 and 1938, established six industrial estates in
England and Wales, and one in Scotiand where site
work was also begun on three other estates. They built
over 300 factories on the estates, ranging from 2,000 to
over 100,000 square fect in arca (186 to over 9,290
squarc metres), most of them general-purpose plants
erected in advance of demand; thcy also constructed a
eertain number of factories on individual sites. All
factories were offered for rent.

In the opinion of the commissioners, the availability
of these factories proved to be particularly effective in
inducing indust..alists to settle in the Arcas. Grants,
loans at low interest rates, and temporary relief from

PRE-WAR PERIOD

1o Also, a ceriain number of estates have been set up by local
governmenis, nainly municipalities.

Y Assistance was also provided by the private trust fund estab-
lished by Lord Nuffickd in 1936, Pait of these funds was used
10 finance new industry in the form of minority contributions 1o
risk-bearing capital.

"2 Of this £15 million. about £7.5 million was spent on building
hospitals, providing water supply and instalhing sewers; £3.28 mil-
lion on holding and allotment schemes for encouraging small-
scale gardening. £1.75 million on housing; and about £2.% million
on social services and relief, clearance of derelict sites and other
purposes.

v———<—

rent and from certain state and local tives and rades
were also avatlable, but were udeed 10 be o valuable

* [The] power 1o provide factories has been of the
greatest value 7, stated the Commussionor tor | nelamd
and Wales' ™ 1t s, of course. an andiredt tornm o
capital aswistance as ot frees funds which would other.
wise be required for buddings, and s therdore of
more lasnng beneht than the contnibuiions 1owands
rents, rates and taves for a short penod o sears,
which 1 was also enpowerad to make under the Aa
of 1937, [The latter] inducement has, however been
of special use inattracting industry torhe smaltler wite .

These views were echoed by the Commssioner for
Scotland. " The Hilhington Trading Fanate s the most
significant development m the Scotnsh Area It
charging economic rents and most of ats tenanis have
had no special inducement. [that 1o prams] trom the
Special Areas Fund. . . . Most of the Tactorie. would mon
have been in existence at all of Hilhington had not been
there. . . . | have been particularly struck by the value of
having factories ready and avinlable for the prospective
tenants. In some cases tenants have been lost because
factaries were not completed and ready for occupation
at the ime of application. . . The trading estates owe
much of their success ta building in advance of orgars 7.1

He suggested that, to be of value, remissions from rent,
rates and taxes should be * contined substantially to
the worst part of the Areas ™. After reviewing the results
achieved in his Area, the Commussioner noted that, in
the period 1934 to 1938, new industry had continued
to locate predominantly in the alicady congested indus-
trial centres of the country, and concluded that = f
inducements are to be seriously used as a means of
attracting industry to any part of the country, they
must be big enough to produce results. unless they
are counterbalanced by restriction upon the establish-
ment of new cnterprises i other districts.”

THE POST-WAR PIRIOD

During the war-time years, the industnal resources of
the whole country, including the Special Arcas, were
fully mobilized. After the war, in anticipation of an
industrial construction boom which was expected to
concentrate, as in the past, in the large urban centres
and the already industrialized areas, the Government
adopted a policy of regulating industrial location n
order to counteract this trend. The Phstribution of Indus-
try Act, 1945, entrusted the Board of lrade with the
task of inducing industrialists to set up or expand indus-
trial undertakings in the Development Areas!” The
inducements included financial assistance and provision

11 United Kingdom, Report of the ( ommissioner for the Special
Areas in England and Wales for the Year ended ¥ith September
1938, Cmd 5896 (London, 193%), paragraph 4

' United Kingdom, Report of the ( ommissianer for the Specedl
Arens in Scotland for 1he Perind 1vt Seprember 1917 10 $uh Sep-
temher 1938, Cmd 3905 (London, 1934, paravraphs 222 and 224

15 The Development Areas inchinde the furiner Special Arcas and
some additional regions. They ¢ or parts of Scotland, the north-
easl of England, West Cumberl -1, South Wales and | ancashire
{see map No. 2).




by the trading evtates companies ' of ites or buildings
in the Arcus,

In 1947 tull lowation control was introduced with the
passage of the lown and Country Planming Act The
Board of Trade assumed responabihty for controlling
the lovation of all mdustry sinall and large, old or
new throughout the countiv. No lactory could be
buith anvwhere al anv time witheut an 7 ndusinial
development cernhicate 7 delivered by the Board of
Frade. which steted that the proposed locition was
consistent with the ™ proper distribation of aindustry .
“oplanning permission T oand builiing heences tor pro-
et of over SO00 sguare fect (464 square metres) coulid
not be obtained without 1t

While the ™ proper distribution of aindustry © was
never othaally detined. industry was, in practice. barred
from tocating an heavily industrinlized and populated
arcas. exceept i unusual arcumstinees, and was steered
towards the Development Arcas, the U aemployment
Arcas. the “ew Towns and Sorthern Irclind. Local
expansion of existing industnies or establishment «f new
indisstries i areas other than the main urban centres and
the development regions was, however, not prevented.

The Development Arcas were mapped out according
to their size in terms of area and population,'? thar
present and potential resources and the possibilities of
trade both within the Arcas and between them and
uther seotions of the country. Within cach Area, a tradine
estates company supplicd improved sites and factones
tor rent onindustrial estates. on smaller ™ group sites ™

where no common services were provided or on
individual industnisl sites (see map Noo 0 Al tracts
of land were acquired and omned by the Board of Trade
and feased without charge to the estate company - the
company. i wrn, keaswd plots and factories built o1
sich plos 1o manufacturers an advance of, or upon
demand. Binanang was provided 1o the companies by
the lreasury through the Board of Trade and any
surpfus of income over expenditure was pad back 1o
the Governnent,

Fhe | nemployment Arcas ' included o aumber of
towns and -ome raral areas in Fagland. Wales and
Scothand which dit not fie the critenia applied in schedul-
mg the Desclopme s Areas Unemplosiment i these
arcas was high and perastent. The magor:ty of the unem-
ploved lackhed industrial skidls, and, 1 spie ol efforts
by the Hoard of Trade and a speaial Development
Commission which built a few  government-owned
factonies in rural localities, industry  was  generally
reluctant to witle in the Unemployment Areas.

As the number of areas sutTering trom 4 high rate of
unemployment continued to grow, grants or loans were

Yothe counpanties wern BOVCTIILCRT - spensered bul senu-auto-
aomwus asbiciony bour of thaem aere m oastene belore 1945
wnd were then over By the Bourd of Trade from the Conms-
stomers for dhe Spedial Nreas, the 110Th Gompany vonering the
Cancashire and Menavside Nreas Was seboup after 1hat dae.

POWath two encepiions the Highlands and Wresham o
Devalopient Mva has o work g populatieon of fes than SO,

b he Caemploy et Areas are nos superseded by the Develop-
mwnd Oty Adst of the Ciompdosinieet Vreas was publshed
w the Hoard of Trade Jowrnal 1Uondon), vol 176, No 1234,
PV lanuary 19% Some of tham coindaded waith parts of ortan
rovelopment Nreas

made available. under the Distribution  of  Industry
tIndustrial Financet Act, 1958, to encourage the develop-
ment ot ind other cconomic activities,

This was followed, i April 196480, by the adoption of
the Loval Tmplovment Act’® which empowered  the
Board ol Trads to assist =~ any locality in Great Britain
in which, m the opimon of the Board, a high rate of
unemplovment exsts of s amminent and s hkely to
persst (whether seasomally or gencrallvy 7. Under the
Act. any umdertaking  large or small factonies, banks,
Inarance compames, hotels, ofice orgamzations or the
lihe which would reduce unemployment n - such
lovaht.os Gilled Desclopment Dhistricts 2@ may be
chabic Tor various forms ol help. Special attention s
pid to attracting manutactunng establishments. The
Board of trade 1~ enabled 1o acquire land by agrecement
or. 1l so authorized, compubornly. and to erect factories
for rent at favourable rates or for sale on deferred terms,
Management of the Board's properties is entrusted to
three Industrial 1 states Managem-nt Cornorations for
England. Scotland and W.ales, respectively, which replace
the trading estates companies. The jursdiction of these
corporations extends over cach region as a whole, and
18 not limited to the Development Arcas as in the case
of the estate companies. Munufacturers who prefer to
bulld their own premises may be eligible for a grant
of 8 per cent of the difference between the estimated
cost of providing a factory and the value such a factory
would have on the market Factory values in these
areas tend 1o be significantly depre<sed; in some cases,
such a grant may amount to as much as a quarter of
the cost of putting up a building. Loans may be made
for the avgquisition of premises, plant, machinery and
equipment of all kinds, and for working capital. Repay-
ment can be spread of necessary over ten years or more;
in the case of a new ostablishment, interest may be
delerred for a time or even be remitted altogether for
the lirst year or two,

Fhus, under the Act. the Government’s powers for
vontrolling the distribution of industry are considerably
extended and strengthened and government action is
mainly directed towards the development of areas of
unemployment. Promotion of industry appears to be the
principal tool of this policy, and the provision of indus-
tral estates is hkely to play a significant role in this
connexion,

Most of the New Towns, fifteen of which have been
established under the New Towns Act, 1946, are situated
w the broad arcas surrounding large urban centres,
chicfly London and Glasgow (see map No. 2). Their
purpose 15 to divest and even shift industry and popula-
tion from these centres,?' without, however. becoming
too lurge themselves. They are intended 1o become
sell-sutticient towns, not suburbs of larger cities. Their
population 1s scheduled to range from 10,000 to 80,000,

"othe At repeals the Distribution of Industry Acts, 1945, 1950
and 1955 and parts of the Town and Country Planning Acts.

TN st oof Developiienl Disirts s published in the Board

of Dade Journal (L ondon), vof 178, No. 1389, 1t Aprit 1960,
aid Noo 32900 8 Apnd 1960

mndustry

CSemie of them have been et up for meeting the special needs
ot wertay arcas. and are not antended to receise new industry
formstance, Corby was budt 1o provde housing for the employees
of a Lirge veed nall i the naghbourhood




As of the middle of 1959, their aggregate population
was around 350.000. In inost of them, one or several indus-
trial estates are owned and operated by the Develop-
ment Corporation appointed by the Ministry of
Housing and Local Government — in charge of the
administration of the Town. The Government lends
the necessary ‘unds at current interest rates for a period
not in excess of sixty years, and the corporation leases
sites and buildings to industries at cost. The total outlay
on the construction of the New Towns has amounted,
so far, to about £258 million.

In the immediate post-war period, a number of general-
purpose factories, usually ranging from 25,000 to 50,000
square feet in area (2,322 to 4,645 square metres) 2
continued to be built in advance of demand on the
cstates in the Development Areas, as an inducement to
manufacturers wishing to get into production quickly.
Except for a few standard factories built in some of the
New Towns and six factories currently being built as
an experiment in Development Districts in England,
Wales and Scotland,®® none have been authorized since
the economy measures of 1951/52 which permitted
expenditure on factory buildings only against a known
demand; as will be scen below, * advance ™ factories
are still being built in Northern Ireland.

The only special benefit provided at the present time
in the industrial estates is low rent, made possible by
the non-profit policies of the estate corporations. In
th~ immediate post-war period, rental rebates and pre-
ference in supplies of scarce raw materials subject to
allocation schemes were given to firms in the Develop-
ment Arecas. These inducements are no longer considered
necessary. The use of tax concessions wac abandoned
after the war.

Restrictive covenants are incorporated in lease con-
iracts on all estates. The restrictions are similar to those
in practice in the United States, but usually provide
for lower land use ratios. The Board of Trade furnishes
detailed locational information to the prospective manu-
facturers, and the estate corporations assist them in
solving installation problems, such as hiring manpower,
securing housing, and the like. Competitive advertising
between Development Areas is discouraged as being
inconsistent with the planned distribution of industry.
Promotion is made only to attract foreign firms, prin-
cipally those from the United States.

As mentioned carlier, the power of making loans and
grants, which already existed under the 1945 legislation, *
was extended by the 1958 Act to industrial and non-
industrial undertakings likely to reduce unemployment
in any locality listed as eligible for such assistance and

 Small * nest " factories of 4,800 and 6,000 square feet in area
(446 and 337 square metres), divisible into four sections, were also
built in certain estates in Scotland and the north-east of England.
Abo, seven buildings are being converted for industrial use in
Scotland.

# The purpose of lhe experiment is to see if, in today's circum-
stances, readily available factory space is a significant factor in
attracting new industry to unemployment arcas.

" In the financial years 1945/46 to 1958/99, the amount of loans
and grants to industrial undertakings being set up, or already
established, in the Development Areas totalled just over £9 million.

is again one of the inducements offered by the Local
Employment Act of 1960.

In the Development Districts, fizms are given oppor-
tunities to tender for government contracts which ..¢
placed according to a firm's capacity if its tender price
is_competitive: il not, the firm is offered a propoition
of the business at the successful tender price.

By the muddle of 1960, thirty-nine industrial cstates,
forty-two group sites, and about 100 individual sites,
containing a total of more than 1,000 factories, had
been established by the trading estates companies in
the five Devclopment Arcas. From 1945 to 1959, the
total capital cxpenditure on provision of factory premises
in the Areas amounted to about £70 million. Between
1948 and 1958, the total cnsured population in the
Areas grew from about 3,700,000 to about 3.900.(60,
mostly on account of a rise in industrial employment.
The avcrage number of registered unemployed in all
Development Arcas fell in 1955 to 80,000 as against
128,500 in 1950 and 300,000 in the Special Arcias before
the war.?® The subsequent rise in the unemployment
figures 160,400 in 1959 - paralicled the increase
in unemployment in the country as a wholc.?s

In the case of Northern Ireland  which is short of
raw materials, power and skilled labour, and has an
even higher level of unemployment than the Develop-
ment Areas — the steering effort of the Board of Trade
is complemented by the uction of the government of
that region. This is largely based on inducements; the
Northern Ireland Government offers to industrialists
grants, loans, “ advance "' factorics at low rent, ten-ycar
rental rebates, and subsidies to equilize the cost of
coal, which must be shipped from Great Britain. In
order to spread industry as widely as possible, the advance
factories are built principally on individual sites; factories
are also erected on several industrial estates - five of
these are now in operation in the vicinity of Belfast,
one in the northern part of the region. and construction
of two others is being planned. Since the war, 141 plants
have been built in the Belfast arca, providing employ-
ment to about 38,000 people.??

In the view of a British observer,™ * but for Governe
ment intervention, the growth of industry in London,
the South of England and the Midlands would probably

5 In the Special Area of England and Wales, 234,000 and in
the Scottish Area, 63,000, It is estimated that, between 1934 and
1938, about 50,000 people had oblained employment in new tndus-
try in the Special Areas.

3 For a discussion of these trends, see tinited Nations, Woarld
Economic Survey, for 1957 (Sales No.: S8.11.C.1), pages 144 and 145
for 1958 (Sales No.: $9.0L.C.1), page 191, and for 1959 (Sales
No.: 60.11.C.1), page 146, and * Employment and Uncimploy-
ment in Regions and in the Development Arcas ”, by Joseph
Syi es, in Scottisn Journal of Political Lecnomy, vol. VI, No.
(Edinburgh). November 1959, Uncemployment rates in the Deve-
lopment Areas have been consistently h:giter than in the United
Kingdom as a whole.

2?7 The New York Times, 16 March 1960.

2 | a politica inglese di localizzaziome dell’industria 1193291959,
by Alix Meynell, D.B.E., former Under-Secretary of the RBoard
of Trade. This report has been published in laliun by the Asso-
ciazione per lo sviluppo dell’indusiria nel Mezzogiorno (SVIMI-Z)
(Rome, 1960); it is being published 1n Inghsh by the Center for
International Studies of the Massuchusells Instiiute of ‘lechno-
logy, Cambridge, Massachusetts.




have continued quite as strongly in the post-war years
as in pre-war years... Without the Industrial Develop-
ment Centificate control to force some industry out of
London fairly rapidly, it is very doubtful if the concep-
tion of building a New Town would have been real-
isablc " The same applics, according 10 that observer,
to the efforts on behalf of the Development and Unem-
ployment Arcas.

Thus, an important shift occurred in the Government's
policy between th» pre-war period and the post-war
years. The policy first tended to further development
of cconomic and social overhead and to extend induce-
ments aimed at attracting industry for rchabilitating
depressed regions. It now provides for direct control
of industrial location throughout the country and for
measures of assistance to industnalists settling in the
various development regions and localities. Provision of
sites, factories and secrvices in the industrial estates has
been an essential feature of both types of policy.

Italy

All but two of the ninc industrial zonzs now in opera-
tion in ltaly are located in the economically developed
northern part of the country. All zones but one were
created before 1950 upon the initiative of local groups
municipalities, chambers of commerce, associations of
industrialists organized in public, semi-public or private
agencies - with a view to promoting local economic.
social and, sometimes, political interests. The zones
were established under a variety of special state laws
and local administrative enactments, and differed consi-
derably in their organization, operation and policies.
In 1953, laws permitting the establishment of industrial
zones were enacted by the regional governments of
Sicily and Sardinia; these laws departed from inose
adopted earlier on the mainland, inasmuch as they
assigned to industrial zones the role of a tool for over-
all economic and social development of each region,
set forth uniform rules for their cstablishment, and
provided for a central co-ordinating organ — the regional
government. Only onc zone has been established under
a regional law - that of Catania, Sicily, founded in
1953. Between 1941 and 1957, independent and unco-
ordinated proposals were made for the establishment
of about forty zones in both northern and southern
ltaly, including the islands; basic improvement work was
started in fifteen zones, but the rest of these projects
remained in abeyance. In 1957, by a law exiending the
duration and increasing the resouic.. of the Cassa per
il Mezzogiorno,” the central Government recognized
the role of industrial zones as an instrument for location
and development of new industry in southern ltaly. and
set forth general procedures for financing and organizing
zones under the control of the central authorities. The
law still leaves the initiative for the establishment of
industrial zones to local authorities and groups pro-
vinces, communes, chambers of commerce and  other
interested agencies but provides that these are to be

® Law of 29 July 1937, No, 634, amended by law of |8 July
1959, No. §55. The Cassa per il Mezzogiorno (Fund for Southern
ltaly) was created by law of 10 August 1950, No. 646, 10 finance the
basic economic development of that region.

-

organized 1n “ consortia " responsible for establishing,
developing and managing the zones. The consortia
a aumber of which were set up prior to the 1957
law are putlic law associations whose statutes and
creation must henceforth be approved by the Govern-
ment, after deliberation of the Commitice of Ministers
for the Meczzogiorno, and whose action is to be
superviscd by the Ministry for Industry and Commerce.
As will be seen below in more detail, in 1959 the
Government decided to support the action of consortia
formed to promote large ** arcas of industrial de-
velopment " rather than small industrial estates. In
1960, however, it ruled that, under certain circumstances,
the latter could ulso be established and would be entitled
to the measures of assistance provided for by the 1957
law.

By the end of 1960, thirteen zones of the old type, that
is, to which the provisions of the 1957 law do not apply,
were in existence in nocthern ltaly, of which seven were
in operation, and six under construction. In southern
ltaly, two zones of the old type were in operation and
nine under construction; in addition, four large areas
of industrial development and one zone authorized under
the 1957 law were being actively planned (see map No. 3).

Of the<2 zones, only two are located in centres with
more than one million inhabitants; four are in or near
cities with a population between 200 000 and 500,000,
and nineteen in or near cities with less than 200,000
inhabitants. The population of the group of communes
included in the area of industrial development of Bari
exceeds 300,000, that of Taranto, 200,000 and those
of Brindisi and Cagliari, 100,000,

INDUSTRIAL ZONES 1N THE PERIOD PRECFDING THE 1957 LAW

In most of the zones established prior to the 1957 law.
the land was acquired through expropriation procedures.
In a few cases, part of the land was transferred to the
managing agency by allotment of communal property,
and. even less frequently, by direc. purchase. The im-
proved sites are usually offered for sale at cost to pro-
spective occupants: lease agreements are exceptional. No
general-purpose factories have ever been provided.

These  zones have obtained their financing from
vanous sources. Those establishew by special state
law have obtained government grants or low-interest or
interest-free loans: they have also charged to the budget
of the central Government  or to that of the regional
government. as the case may be — the cost of certain im-
provement works. Those organized in consortia have
received contributions in cash or kind -~ for instance,
clearing or grading sites or installing utilities — from the
member agencies. In all zones in operation, the acquirer
of a site has made, upon taking possession, a payment
additional to the purchase price, and proportional to
it, the proportion ranging from 10 to 70 per cent. Many
zones receive from the occupants an annual contribution
which, in general, does not exceed 0.05 per cent of the
corporate income as assessed for tax purposes.

In all zones established prior to the 1957 law, a large

number of inducements were offered to attract industry.
Occupants could benefit from tax exemptions and abate-
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ments, loans at low-interest rates, grants, rate reductions
on railroad fraight, water and  clectricity, exemption
from customs duties on imported machinery and building
materials, governmeni procurement contracts and various
subsidies. Some of the most important incentives

concessions on state taxes and  tinancing facilities

have been available 1n zones throughout the country,
The number and scope of the other inducements varied
from zone to zone, as adoption of most of them depended
upon the local community, On the whole, howeser, the
benefits extended did not appear to vary significantly
as between zones, either within the northern region or
between the North and the South. The weakness of the
differential advantages suggests that the incentives offered

in any given zone were more likely to ind ice local indus-
trial initiative than an inflow of industriil capital from
other parts of the country.

Some data concerming the zones now ir operation are
presented in the following table. Although the data in
columns 4 and 8 are not strictly comparable because of
time-lags and differences in coverage, the ratios in
column 9 relating to Marghera, Bolzano, Ferrara and
Maswa Carrara suggest that the industrialization of these
caties 18 largely due to the existence of the sones. Massa
Carrara and Leghorn (Livorno; were destroyed during
the war and are hcing'rebuila, The zones of Trieste,
Verona and Catamia are at relatively carly stages of
development. The zone of Naples is almost fully occupied.

trary - INpustrial Zones v OPERATION BY | Avarst 1957
Newghhouring tuwn Employment
dverage numher of in z0mes
worhers Total compared to
mplovment total employment
Year of N umbes Number per per in in industry
otk Areu ot ot Tete tory heitare Total manufad turing { percentage )
Zome et heo tares Tute i werrhers .« 4 2 population® wnd mining * 14): (8)
€ (A th () % (6) (&) (&) (L)) B
Naples 1904 00" To" 1,010,530 92,126
Marghera
{Venke) 1917 1,13 208 28,000 138 24 8 316,891 35,452 190
1 eghorn
tLivorno) 199 450" n 1,264 99 7.3 142,30} 15,739 20.7
Bolzano 1938 00 41 6,966 170 23.2 70,898 9,465 73.6
lerrara 1937 400 iR 9. 118" 240 22 8¢ 133,949 14,071 64 8¢
Massa
Carrara 198 90 bl1] 6,429 129 7.1 118,819 17.119 376
Verona . 1948 6O 17 1.601 43 2.7 174,594 21,499 7.4
Trnieste 1949 £330 41 3,192 78 6.0 289,966 34,158 93
Calamna
(Sxity). 1953 o0 1 980 86 12 299,629 21,512 _ 4,{
Toras . 5.410 9 59,520 130 12.9 2,%61,629 261 S38 22.7

Sourc Associazione per o svituppo detl indusiria ncil Meszzogiorno
SV IME Z), H problema delle zone industrialr in lalia, by A Mohinan
amd C. Turco (Rome), December 1958,

On 1the average. three-quarters of the factories in the
zones have less than 100 workers. However, in Marghera
and Bolzano, a number of larger factories (some with
mote than 500 workers, and some with more than
1000 workers) are established. tleavy metal-fabricating
and engineering industry predominates in Bolzano.
Light engineering, chemical, building materials and
food-processing industries are found in all zones. Textile,
clothing, leather and other industrics are established in
many of them.

In some cases incentives are used to influence the
type of industrics on the estate. In the Verona zone,
certain special benefits are reserved to vegetable and
fruit-processing industries. Another zone that of
Modena, now under development 18 reserved to
small industries with not more than seventv-five workers
and 100 million lire in capital,

In most of the zones, branches of nationally known
large-scale concerns have been set up. This is likely to
have been caused more by the appeal of certain natural
advantages of the zones  access to mariets, transpor-

» 1981 census.
v F<himale.
© Muximum seasonal employment.

tation facilities (in particular, port installations) and
availability of raw materials - than by the offer of special
benetits. In ltaly, as in other countries, the location
policies of the larger concerns are likely to be influenced
more by the former than by the latter.

INDUSTRIAI ZONES AS A TOOL FOR THE INDUSTRIALIZATION
OF SOUTHERN ITALY

The Government’s action on behalf of the relatively
under-developed South consists principally of financing,
through the Cassa per il Mezzogiorno, a public invest-
ment programme in irrigation, reclamation, reafforesta-
tion, road building and other * overhead " facilities.
Complementary financial assistance is extended by three
regional credit institutes - one for the mainland, one
for Sicily and one for Sardinia.?® The Government's
action has been credited with stimulating some private

“ Inshiule per lo sviluppo ceenomico dell'halia meridionale
(ISVEIMER), established in 1938, and reorganized in 1933 Istis
o per il finanziamento atle indusirie in Sicilia (JRFIS) and

Credito indusiniale sardo (C1S), both founded in 1953, These
institules principally extend medium-term credii.




investment, raising production levels in agriculture and
industry, and narrowing somewhat the gaps in invest-
ment and income levels between northern and ¢ uthern
Italy, in the period from 1950 to 1957.3! It is recognized,
however, that this action has not, so far, set into motion
a cumulative and self-sustaining process of incustrializa-
tion in the Mezzogiorno. Industry has continued to
locate predominantly in the alrcady industrialized North,
taking advantage of the external economies as well as
of the facilities and bencfits available there, in particular
those provided in industrial zones situated ncar some
of the larger ltalian cities.

Under the 1957 law (as amended in 1959), the Govern-
ment’s policy on behalf of southern haly remains focused
on measures to develop overhead facilities. However,
important steps are also taken to give support to initia-
tive — by individual manufacturers or local communities

for the creation of new industries,

On the one hand, encouragement is given to individual
entreprencurs to establish small and medium-sized indus-
tries in communes with less than 200,000 inhabitants
in which there is a lack of industrial activity. The Cassa
is empowered to grant up to 20 per cent of the expendi-
tures involved in building factories, installing machinery
and making connexions to streets, railroads, aqueducts,
sewers and utilities, and up to 10 per cent for the purchase
of domestically produced machinery (or up to 20 per
cent if the machinery has been manufaciured in southern
Italy). The communes may sell or lease 1o manufacturers
individual sites and buildings, some on ninety-nine-vear
leases, and may grant ten-year exempticns from local
corporate and excise taxes,

On the other hand, the law encourages the formation
of consortia for establishing industrial estates in areas
where concentration of new industry may reasonably be
foreseen. The consortia approved by the Government
may receive grants of up to 50 per cent of the sitc improve-
ment and factory building costs from the Cassa, medium-
term loans from a variety of government financial institu-
tions, and facilities for the execution of public works
from regional or local agencies.

Wide discretionary powers are granted (o the consortia
which enable them fot only to plan, build and manage
the utilities needed for the zone and to improve, sell
or rent sites, but also to build factories for sale or lease,
Land and existing buildings may be expropriated and
then sold or rented to promote the establishment of
new industries,

The occupants are entitled to the partiai exemptions
from corporate income tax granted to new and expanding
industries in southern Italy for a five-year period. Some
new tax concessions, reserved to that region, are also
provided by the law.

After the passage of the law, some misgivings were
expressed by ltalian observers concerning the Govern-

‘T A. Molinari, = Gli effeti della politica di sviluppo det Mezzo-
giorno sull’economia nazionale " in Banco di Roma, Review of the
Fconomic Conditions in Italy (Rome), special issue, January 1959
For a less optimistic appraisal — though more qualitative in
approach — see Friedrich Vochting, * Considerations on the
Industrialization of the Mezzogiorno ™ in Banca Nazionale dei
l.avoro, Quarterly Review (Rome), September 1958.

ment's policy i respect of industrial zones as g tool
for the industriahization of the South.** These observers
recognized that, in arcas which might be designated s
arcas * of spontancous expansion © that s, principatly.
already industrialized regions surrounding lirge urban
centres the eusting industrial zones had detinitely
shown their value as an incentive to further location
and development of industry. However. with one or two
exceptions, their effect on economic development had
been fimited, both functionally and geographically. ™ The
industrial zones have had enly scant resubts if comparison
i made with the cconemic objectives 1t was chinmied
they would achieve at the time their creation was being
advocated ",* such as solving the problems of cxcess
agricultural manpower, of scasonal unemployment or
chronic under-development, and other issues which plague
economically depressed areas. Industrial zones as planned
now are only small * nuclei ™ which will concentrate
industry and induce it to grow in a rclatively narrow
geographical arca. In the surrounding arca  township
or commune - - they may also induce secondary econo-
mic growth and some new investment in cconomic and
social overhcad - trade, transport, housing, schools,
health services and the like in a haphazard way. In
the absence of broader criteria and more comprehensive
planning, they will not bring about a devclopment drive
of broader scope.

These observers considered that, to be cffective in
promoting industrialization in the South of laly, indus-
trial zones should be planned having regard to two sets
of considerations.

(1) In the first place, the region should be subdivided
into * homogeneous " areas, from the standpoint of
presenl and potential natural resources and population
density. The priority of industrialization in regard to
other forms of economic development and its intensity
would vary from one arca to another,

Accordingly, it was suggested that the Mcezzogiorno
be subdivided into the following three types of areas 3
(see map No. 4):

(1) Areas lending themsclves to ™ further development ™
(aree di sviluppo ulteriore), which normally surround
large urban centres, where population denstty 18 very
high (857 inhabitants per squarc kilometre, about six
times the average density for the Mcezzogiomo as a
wholc), exploitable natural resources are scaree or non-
existent, some industrial development has alrcady taken
place, and where capital may be raised locally or attracted
from other regions, The development of industry and
tertiary activities should be actively promoted in such
areas.

(ii) Areas of * integral development ™ (arce di sviluppo
integrale), where population is of average density or
somewhat below it (113 inhabitants per square kilo-
metre), considerable natural resources cxist but are not

<2 Associazione per lo sviluppo dell’industria nel Mezzogiorno
(SVIMUZ), Il problema delle -one industriali in Italia, by A. Mol
nari and C. Turco (Rome), December 1958

Ihid., paragraph 20.

3 SVIMEZ, * The Problem Arcas in haly 7, report submitied

by SVIMEZ 10 the turopean Senuper on Socal Rescarch and

Community Development held in Palermo, Sicily, under the aus-
pices of the United Nations, 8 to {8 June 195§
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vet sufficiently exploited, and some capital investment
has already been made, principally in ™ infrastructure ™
facilitics and the agricultural sector. Large-scale develop-
ment of agriculture and, to a smaller extent, promotion
of muanufacturing and service industries, should be
varried out in such arcas.

(i) * Improvement " areus (aree di sistemaczione),
where population density is lower than average (103
inhabitants per square kilometre). but still excessive in
relation to the area’s limited potentialities in natural
resources and capital. In such areas large parts of
which consist of mountainous terrain measures of
promotion may have to be limited to development of land
and water resources for agriculture, in addition, promo-
tion of emigration to other parts of the country or
abroad may be necessary.

(2) In the second place, it was recommended that the
concept of the industrial zone which had so far prevailed

in ltaly which corresponds to the industrial estate
in the narrow sense be abandoned, and a broader
concept - that of the “ area of industrial development "

be substituted for it. The area of industrial develop.
ment should be a relatively large and homogencous
territory. It would comprise several communes, which
might belong to different provinces, but which, for
planning and operational purposes, would be under
the jurisdiction of a single agency — for instance, the
consortium. Within these industrial areas, industrial
“ nuclei " — that is, industrial estates and also single
plants on individual sites — would be established,
following in this respect the practice adopted in the
United Kingdom. The areas of industrial development
would be established in the areas of further develop-
ment and of integral development, preferably around
centres already providing some external economies, but
their number, size and scheduling would vary from one
to the other.

Large-scale development of industry involves comple-
mentary investments in economic and social overhead.
A recent ltalian study suggests that the costs of social
fixed investments made necessary by the addition to a
locality of one new worker employed in a new industry
may be high and may increase in direct proportion to
the size of the population centre in which the industry
has been established.?® The costs to be supported by
State, province and commune for urban public services
in the widest sense — streets, lighting, sewers, schools,
hospitals, police, communications — and by public and
private authorities providing services and utilities —
city transportation, gas and electricity for domestic
consumption, and telephones — are estimated in this
study to vary from 123,000 lire (3USMW7) in centres
of 30,000 inhabitants, to 194,000 lire (8US310) in centres
having between 30,000 and 200,000 inhabitants, and to
357,000 lire (RUS571) in centres of more than 200,000
inhabitants. These costs are further increased if housing
is included in the calculation.

* SVIMEZ, La localizzazione industriale ed i costi * sociali "
deil’insediamento di nuove unita lavorarive, by A. Molinari (Rome,
May 1957). However, this finding is not corroboraled by similar
invesligations in other countries, in particular, in the Nether-
lands,
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These relationships are of considerable tmportance for
selecting, within the broad cconomie development areas,
the optimum location, size and number of the areas
of industrial development and for plinomye simnd-
tancously their developmentand that of the relited iy est-
ment in economic and social overhead.

On 30 July 1959, the Committee of Ministers for
the Mezzogiorno issued a statement on ™ conditions
and minimum requirements for the creation of reis
of industrial development “ % which, on the whole.
endorses the above proposals. The main features of the
policy which it sets forth are as follows:

() * Broad and homogencous arcas of industrial
development ”, including an adequate number of com-
munes contiguous or located within a twenty-five-
kilometre radius from the nain commune and, if neces-
sary, belonging to different provinces  are to be mapped
out. Within these arcas, industry will be located in
" industrial nuclei ™. These are delined as one or more
establishments situated at various points within the area,??
Enterprises are frec to choose their location in the arca.
but are to be subject to the jurisdiction of the consortia
referred to in the law of 29 July 1957.

(1) The prerequisite for establishing an arca of indns-
trial development and a consortium is that the poten-
tialities for setting up a minimum number of industrics
immediately or in the near future should be ascertained.
In principle, this minimum would be measured by the
number of workers to be employed by these industries
and would amount to S per cent of the industrial employ-
ment in the area. as shown by the 1951 census. The
latter condition, however, is not absolute; thus, in some
cases, it may be «ufficient to produce evidence that the
changes in industrial employment since 1951 show a
trend towards concentration of industry in the locality
concerned. The minimum population of the main com-
mune should be 100,000 (as of 31 December 1958), and
that of the area as a whole, 200,000,

(ili) Other requirements include: availability or possi-
bility of development of energy resources, especially
water, and other na*ural resources, of railroads, highways
and port installations, and complementarity between the
economy of the main commune and that of some of
the surrounding localities.

On 8 June 1960, the Committee of Ministers for
the Mezzogiorno ruled that in certuin arcas which did
not meet the above conditions, small * industrialization
nuclei ”, that is, industrial estates in the narrow sense,
could also be established under certain circumstances,
and be entitled to the benefits provided by the 1957 law. 3
The Committee noted that there was a tendency towards

¢ The stalemenl was followed, in September 1959, by an expla-
natory circutar to all prefectures and local agencies of soathern
haly, signed by the President of the Council of Ministers for the
Mezzogiorno. Both documents are published in AMondi  Feono-
mico (Mifan), No. 44, 31 October 1959,

37 The statement specifies 1thai the expression © aca of industrial
devetfopment " is 10 be subsiituted for " industrial zone © as sed
in the taw of 1957. The = nucla ™ include industrial estates wo wedl
as individual planis.

» Comitato dei Minisiri per it Meszzogiomo, ™ Istituzione i
* Nugtei di Industrializzazione ' nel Mezzogiormo ™, circular 10 all
prefectures and local agencies of southern Haly, dated ¥ June 1960




the concentration of a small number of industrial esta-
blishmenis in certain localities of southern ltaly: the
industries concerned were generally small-sized and
processed local raw materials and supplied local markets;
the localities were not as denscly populated or as well
endowed in resources as those where areas of industrial
development could be estabhished. The Committee con-
sidered that every cffort, however small, tending to acce-
lerate the industrialization of the South deserved to be
encouraged and supported: at the same time, such efforts
should be subjected to a common discipline. The Com-
mittee decided that the basic prerequisite for the creation
of such * nuclei ™ was to ascertain positively the existence
of a tendency towards industrial concentration in the
locality concerned. Fvidence should be provided. in the
form of concrete and reliable plans, including techno-
economic or financial proposals, that establishment of
new industrial undertakings in given localities was being
actively considered. While it would be desirable that
industrial enterprises she.'d be already established in
these localitics, this would not be an absolute prere-
quisite for the formation of a consortium and an indus-
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trial nucleus. However, requests for such formation
would be much more closely scrutinized than those for
the creation of areas of industnial development, since
the prospects for industrial agglomeration would, as a
rule. be more uncertain and more limited In the former
case than in the latter.

In October 1960, the ltahan Government announced
a study of a pilot project aimed at setting up some
medium-sized factories in the four areas of industrial
development and in the ™ industrial nucler * when these
are established ® These undertakings  mairly engineer-
ing and food-processing industrics would be joint
ventures between state and private investors. The project
would involve an investment of about 120 billion tire
(US194 million), most of which would be finan:ed by
the State. During the first stages. the manageinent of
the factories would be under state majority control.
subsequently, the state-owned shares would be sold to
private investors. The funds thus recovered might be
used for further operations of this type.

v Fotablishment of a " nucleus ™ at Potenza (Lucania) was
authorized 10 the same month.




Chapter 2

OBJECTIVES AND POLICIES IN UNDER-DEVELOPED COUNTRIES

This chapter is mainly devoted to a discussion of the
policies followed in India and Puerto Rico where nation-
wide programmes of construction of industrial estates
have been undertaken. Particular attention is paid to
the policies of India, wkich, for reasons which will
become apparent later, appear to be more typical of
those which would usually prevail in the less developed
countries. Brief references are also made to industrial
estates projects in a few other countries.

India

THE GOVERNMENT'S INDUSTRIAL LSTATES PROGRAMME
AND ITS IMPLEMENTATION

The establishment of ten industrial estates was sanc-
tioned by the Indian Government under the first five-
ycar plan in 1952/53. Only one estate — Okhla, near
New Delhi, was partially constructed at the time the
second five-year plan came into being — April 1956 —
and construction of the nine others was undertaken
in the first years covered by the second plan. It was
during the period from 1956 to 1960 that the large
programme of construction of estates throughout the
country was devised and implemerted.

The objectives and policies relating to the establish-
ment of industrial estates were set forth as follows by
the Planning Commission of the Government of India
in the report containing its proposals for the second
five-year plan, under the heading “ Small-scale Indus-
tries ":

“ A provision of Rs.10 crores ! has beer: made for
setting up industrial estates in the second five-year
plan with a view to providing conditions favourable
to working efficiency, maintenance of uniform stan-
dards in production and economic utilisation of mate-
rials and equipment. The principal objective is to
enable a number of small-scale units to have the
advantage of common services and other facilities,
such as a good site, clectricity, water, gas, steam,
compressed air, railway sidings, watch and ward, etc.
Being located near one another, some units may be
better able to use the goods and services of others,
so that they become interdependent and complemen-
tary. Two types of industrial estates, large ones costing
from Rs.40 to 50 lakhs and small ones costing from
Rs.20 to 25 lakhs, are expected to be established.

It is proposed that the responsibility for construction

7‘0mcrou = 10 million rupees; one lakh — 100 000 rupees; one
rupec = $US 0.2t

and management should vest in the state Governments
but that the Central Government should adviance to
state Governments the entire cost of the estates m
the form of loans. State Governments will run the
estates through corporation:. or such other agencies
as they may decide to set up. Sites in the estates will
be sold outright to industrial units or given to them
on hire-purchase terms, In some cases buikdings will
be erected on sites and let out on a rental or a rent-
cum-purchase basis or, if necessary, sold outright,

* The Village and Small-scale Industries Conumittee
expressed the view that industnial ostates should he
located in such a way that they do not encourage
further concentration of population in large urban
centres. In deciding the location of the estates, espe-
cially the smuller estates, this consideration should
be kept in vicw so that preferably they are developed
in or near towns of comparatively small size.™ *

A number of characteristics not found in tiw industrial
estates of more advanced countries are cvidenced by
this statement. First, industrial estates in India are
specifically devised to foster the development of small-
scale industrics, These are defined as  undertakings
employing fifty workers or less per <latt vhen power
machinery is in usc, or one hundred workers or less per
shift when power machinery is not used, and having a
capital investment not in excess of 500,000 rupees. The
majority of such cnterprises work on a onc-shift basis,
In the developed countries, occupancy is offered to
medium-scale industries as well as to small ones, the
latter concept applying to concerns appreciably larger
than those covered by the above defimtion.

Second, industrial estates are relied upon to provide
conditions favouring ihe achievement and maintenance
of a high level of productivity in the Tactories established
therein. The grouping of factories makes it possible to
provide assistance and, in some cases, to exercise control
with a view to improving productivity, in a particularly
effective way. These mcasures will be examircd later
in more detail. In the advanced countries, the developers
of estates extend certain services and exert certain con-
trols in accordance with the sale or lcase agreements,
but do not concern themselves directly with the munage-
ment or production problems of the occupants.

Third, the Indian authorities endeavour to create
relationships of interdependence and complementarity
among at least some of the industries located on an
estate. In the advanced countries, as noted carlier,

2 Government of India, Planning Commission, Second  Five-
Year Plan (New Dethi, 1956), chapter XX, paragraph 45,




developers aim only at cnsuring some degree of compa-
tibility between the industrial activities of the occupants.

As a corollary to the last two features, considerably
greater emphasis is put on the provision of cornmon
services in the industrial estates of India than in those
of the developed countries. This aspect will also be
examincd more closely below.

The initiative for creating industrial estates throughout
the country was taken by the central Government,
which also set forth basic policies and provided financing
for their establishment. Responsibility for construction
and management was, however, left to the state govern-
ments, with two exceptions, referred to below. Private
sponsorship, even in co-operative form, was not consid-
ered at the time the programme was initiated. To vest
the responsibility for the estates with the state govern-
ments was in agreement with India’s planning phitusophy
which tends, whenever possible, to decentralize economic
development programmes. Decentralization was particu-
larly indicated in the case of industrial estates set up
to promote small industry, as the states are vested with
special responsibility for this sector. Moreover, the
planning and opecration of a great -iumber of industrial
estates scattered throughout a large country could not
be carried on cfficiently by centra! authorities. Under
the management of the states. a more effective scheduling
of work and supervision of operation of the estates
could be ensured. Also, it was possible to obtain a better
integration of the development effort induced at the
local level through the crcation of industrial estates
with development policies of broader scope.

An exception to this rule was made in the earliest
stages of the implementation of the programme. Respon-
sibility for building and managing the very first estates -
Okhla. near Delhi, and Naini, ncar Allahabad - was
given to an agency founded and controlled by the central
Government the National Sinall Industry Corpora-
tion in order to expedite planning and set a pattern
for the cstablishment of estates throughout the country,

After the programmes were well under way, private
parties were induced, in a few cases, to start industrial
estates both as private corporations and as co-operatives.
This was done, in particular, in Madras State - at
Coimbatore, Pollachi and at a location near Madras.
In 1960, in view of the growing demand for industria!
estates in many parts of the country, the Government
decided to stimulate development of industrial estates
by private groups.?

The financial contribution of the central Government,
consists of extending loans to the state governments to
cover the entire cost of the estates. The loans varry
interest at 4.5 per cent per annum ; they are granted for
a period of iwenty years to acquire land and erect facto-
ries, and for thirty vears to cover development expendi-
tures, such as clearing, grading, road building. installa-
tion of ntilities and sewers and so on. The cost of prepa-
ratory work engineering and architectural surveys,
plans and layouts, cost estimates and the like  is borne
by the central Government in the form of grants to

* The finuncial arrangements adopied for 1hat purpose are
Je cnbed below
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the states. A provision is made that, should the demand
for industrial estates increase at some later stage, the
central Government would then consider requesting the
state governments 1o share part of the costs involved;
a 25 per cent contribution is envisaged.

A loan of 5.8 millioa rupees was granted to the
statc governmen:s under the first five-year plan to
finance construction of the first ten estates. For the
second plan peried, 100 million rupees were originally
earmarked to establish a country-wide network of
estates, an amournt which was subsequently raised to
150 miilion rupees - and, in 1959, reduced to 111
million rupees, after reappraisa! of plan resources.
The latter amount was to finance construction of ninety
estates which, when fully occupied. will contain 3,600
factories giving employment to 50,000 persons — a
figure to be compared with the target of 160,000 employ-
ment opportunities in small-scale industry set for the
period covered by the second five-year plan by the
so-called Karve Committec.*

The total number of estates sanctioned by the Govern-
ment was thus 100 vy the end of 1959. Their cost was
estimated at 128 mil'ion rupees and the expenditure to
be incurred during 'he second plan period was 118
million rupees. In 1950, construction of twenty additional
estates for * backward ™ areas was authorized.

By 30 June 1960, of these 120 estates (sce map No. §),
forty were in operation. On them, 1,343 factory sheds
were completed. 1,272 of which were allotted and 1,087
occupied by 596 enterprises; these employed 14,000 to
15000 workmen and produced geods estimated at
120 million rupees per year. The average number of
workers per entcrprise was twenty-three.

Nine estates were completed but not occupicd; these
included 132 sheds, seventy-five of which were aliotted.
Twenty-nine other estate. were under construction and
were expected to be compieted by the end of 1960
Construction had not started in twenty-two estates. As
mentioned above, construction of twenty other estates
had been authorized.

The Indian Government is now consiuering recom-
mendations by the Planning Commission for the third
five-year plan ® which contain, among other things, a
proposal to set up 300 industrial estates during the
period. This figure includes the forty-odd estates which
were not constructed during the second plan period.
The new estates will be located, as far as possible, in
small and medium-sized towns and selected rural arcas
where such facilities as power, water supply and trans-
port are available. Care will be taken * to locate rural
industrial c¢states in arcas where there is a sufficient
number of artisans and craftsmen and where improve-
ment in cconomic conditions provides opportunities for
the use of improved techniques and better tools . The
total number of industrial estates in India will thus be
about 380 by the end of the third five-year plan period,
and the total cost around 500 million rupees,

! Government of India, Planming Commission, Report on the
Village and  Small-scale Indusiries  Second Five-Year Plan)
Commuttee (New Dehh, 1958), page 80

“Government of India, Planning Commission, Third Five-
Year Plan - 4 Draft Outline (New Dethi, June 1960).




7’ JAMMU & KASHMIR
= e’

k .n’ Arantnen -
L 4 CHINA
\h| \
“f‘J
‘ ﬂ ,\ HAMACHAL PRADESH

! --|L‘:4 142
PAKISTAN ...,.43...&1 % \.\

. Chana ¢ Owoten + ‘\- .
LAy Ses
rf gty &::Js 4 VA 4

i
| X : ) -
H o ~ .
| V4 = e UTTAR e - 7
| /\ - E h'm ":“ ' \'\ ) “-..‘:-t::..‘ N .7 ""t-' ASSAM
{ - 1‘ ar . . . . .
| ( RAJASTHAN 513“ [ Jw PRADISH e .\' 7 '.p.,( BHUTAN I L
E h Iy m?r ; ’ i ” e i:j% Y -, "’:%J.‘-'~." o 1 ,,‘,:3 .
| . ioghour " \ et ’\,,4 ‘e, gmo B-K.." - a 1
j \. Makhug s V‘ji’ rr N :ﬁ..\ Derirar go ( . .“ - ,
\ &3 "”,,.,” ~_ . vV ) -
\!omauo Egnm.u,«: &J\ P r:\j " P L =h.h:) X AT , \ , Y \.’ o ’ 'A“gu.’
AN e e e g
o - - o : N PAKISTAN /! :
24 -: q!mmﬂg ’u”‘u’ Y ', \)& \ V] . ;x ET stne Y / BIMAR .. ‘\’ o .% Rp‘nq.-"d [}
Unan i) 1 . '\
iNneiE g ’ L
B %L: i WO h _m,b “ L:f
y b Can
S /
$ e NADHYA PRADESH el ,/ AR .. L 0 ""
o~ = SR [, \
; .. .- ‘——J - "ﬂ...ﬁ“-y/‘{’{" C ..
VT ETL Al T Toan
e
Poii Varsmetn ‘ 'O RMiss ‘%“‘”' —Rv_
...ﬂlllS“YIA i -.\ Mwncny’“ﬂ .
Sombay ’ ) f)\ ’
. - 3
e Sowt: Ruse BAY OF AENGAL \‘7
VBT 0 W g
Rethap. .
INDIA
INDUSTRIAL ESTATES
(AS OF 30 JUNE 1960)
»
12— » h Partly occupied
> Ly Under comtruction
e &:3 Planned
. o Stete capitel or main city
4 e o Shote o Torritery boundory
L
¢ e 100 o 0o
na£s
9 106 3080 W0 400
¢ KILOWETRES
v The b enderics shawn on Wiy Map de not imply ottirel endorepment
1 i ; o accoptencs by the | ~ted Nonens
) I S B S
[ £ad n*
AP NO 1227 REV ) UNITED NATIONS e “ammer: e
DECENBER 1900 Sewrce Covornment of Indve, Ministry of ( ond Industry

19




tnats report. the Planning Comnission recommended
the Tellowimg procedure for planming small-seale industry
schemes

" proposing ~Chemes for dey clopimg vanous small-
seale rtustnes conditions of denrand. avatlabibiny of
fawomaicrialbs and other relesant facrons have 1o he
sudicd carctully Bocould be o usetul o seledt for
dutferent regrons the industries tor which tavourable
conditions cunt and which <hould, theretore, by
spectally promaoted and asssted In preparmg depart-
mental schemes and o sorutimizimg The apphications
trom private persons tor loans and other dssistance,
referenee 1o sty of seleaed industries could be of
much assistance. | aploratory S evs wsowell as inten-
sve studies are needed tor therr preparation and for
the necesary modibications i nght ol Changing
vonditions, A programme of 1nveea 1abions has already
been imtiated by the Small wale Industrics Board and
4 teom has completed reports on four industries i
the northern region, namcly, sporty goods, sewing
machines and parts, bicyeles and parts and leather
footwear, and one industry on an all-lndia basis,
namely. automobike batteries for the northern region,
Similar teams for the castern. southern and w.tern
regions have alvo started working. Pending the com-
plction of these studies, tentative lists of industries
could be diawn up by State Industries Departments
on the basis of their own experience and Judgement,
so that a measure of dircction and gutdance can be
given to developments in this field.” ¢

Determination of the appropriate types of enterprises
s obviously called for at the time an estate for small
industrics s planned. if relationships of interdependence
and complementarity are 10 be  established among
occupants, or between them and large industries. and
il common services are to be provided to them econom-
cally and efticiently. as recommendad by the Planning
Commission. The Commission’s poliey involves consid-
crably more planning and rescarch work for establishing
industrial estates than n usually done in the developed
countries. Determination of the appropriate types of
ndustiies would be based on a survey of needs and
potentiahitics i the area, and would influence the loca-
tion, size (allowing for possible future expansion) and
ndustry composition of the estate. It would affect the
type and size of pre-constructed factory buildings and
indiate the need for special installations, for instance,
rathway sidings rather than, or in addition to, trucking
facihtics. 1t would also affect the type of common tacilities
to be established on the estate. Setting up workshops for
forging. casting, case hardening. enamelhing, clectro-
plating. heat treatment, metal tesuing, dyeing and others
would be justitied only of sufticient demand for such
services permitted costs to be cut through cconomies
of scale. The main advantage expected from  inter-
servicing and inter-trading among ovcupants oa redue-
ton of production costs, This cannot be obuined by
occasional ob ot orders, but requires a stable and
adequate volume of demand. Investigation of 1he e
of industries dosired is abo usefulif co-operatine orgaiza-

* had | chapter NN, paragraph 45

...

vons for procurement of raw materials or marketing of
finished goods are 1o be estubbshed.

In practice. implementation of the Planming Commis-
Mo’y recommend ihons met with ditficulties, A survey
team appointed by the Commitiee on Plan Progects of
the National Deselopment Counal 1o evaluate factory
buildings projects in indistrial estates reported that, i
the estates whieh 1t had visied. only  preliminary
sunseys ol aosers imited character appeared to have
been carried out. more from the point of view of making
an asessment of the potentahity of finding  suitable
tenants rather than tor the purpose of ascertainine the
Bpe of new enterprises or industries that could be
estabtished to ensure co-ordinited development as envi-
saged inthe plan. "7 In many cases, the estates were
planned on the basis of requirements expressed in
apphications which small entreprencurs were invited to
submit as soon as the decinions to set up the estaies
were taken,

A has been mentioned above. the Planning Com-
mision recommended a fleuble policy for disposing
of the sites, either through sale or hire-purchase, and
contemplated, in some cases. the erection of buildings
on the sites, to be leased. rented with option to purchase,
or sold. When launching the industrial estates pro-
gramme. the Government suggested that entreprencurs
tabing sites on a rental basis should be encouraged to
change over in the course of time to the hire-purchase
system: this would involve an initial payment of 20 per
cent of the price. and equal instalments of the balance
over a period of twenty years. In actua! fact, the erection
of gencral-purpose buildings on the sites and their
offering for rent only have become the rule rather than
the exception, following in this, as in other aspects,
the practice in the British trading estates. In the estates
of Madras State. individual ownership is deliberately
discouraged . buildings are offered only for rent in order
to maintain the corporate character of the estates.®
Additional charges are made for provision of wtilities
and services.

The same flexibility characterizes the policy followed
i regard 1o sites and buildings. Lach estate provides
these i different sizes, both to meet the individual
needs of prospective  manufacturers and to permit
expansion, n the course of time, of concerns already

" Government of tndia, Commitice on Plan Projects, Report
of the Selected Buibdings Projects Team on Industrial |1ates (New
U Ihi, 1959), paragraphs 4.1 und 4.2, The team visited the follow-
g otales Gundy  oght mules from Madras Okbla, six mules
from New Oclhi; Rajkor, 15 mles from Rajkot City (Gujerat);
Sanatnagar, adjacem to Hydorabad Cuy 1Andhra Pradesh); Papa-
nanwode four mikes from Trivandrum (Kerala); and Bauripur, in
a rurat arca near Calcutla (W es) Bengal).

*hor the same reason, rental was preferred to hire-purchase
by participunts in the first Adl-tndia Seminar on tndusirial Estates,
eld in Madras rom 2010 28 September 196l Oypinion was divided
on e guastion whether improved sies only should be made
wathible o smallscale indusiries One view was thal such sites
need o b provided orhy 1o Large and mediumesized ndustries
Foilt-up accommodation would be pecessary for small concerns,
Foc other vien was that impr wed sites should ke made available
toall industoes, mot whing sl Corcrprises, 1n arcas where indusiry
towdheg and abke o put un s own buthlings. The consensus was
that, where sites are prosided o sinall industries, this should be
done oy the o of fongaenin kease and not of oalnight sale.




cstablished in the smaller factory buildings. As an
example. the Indore industrial estate. in the State of
Madhya Pradesh. provides work-sheds ranging from
90 square feet 10 6,000 square feet in covered arca
(%4 10 557 squarc metres), and that of Okhla. near
New  Dethic offers buildings ranging from 2081 to
10.810 square feet (193 10 1.004 square metres). The
largest  buildings seldom  exceed 10,000 square  feet
1929 square metres), and are found in only a few ¢states;
the smallest 300 square fect in arca (28 square metres)

are in the Ludhiana estate in Punjab. On the basis
of information relating to fifty-odd estates. the average
size of the largest buildings is 3,800 square feet and
that of the <nallest, 1,300 square feet (353 and 121
square Giweires, respectively). In certain estates. in par
ticular those in Madras State. plots are maintained M
rescrve to accommodate industries which have outgrown
even the largest buildings available: these industries
will be given the possibility of erecting their own factories
on these plots.®

LocATION aAND OUCCUPANCY OF THE ISTATLS

A result expected from the creation of industrial
ostates is that this would contribute to discouraging
further concentration of industry and population in
large urban centres, a notoriously serious problem in
India. Whether substantial results in this direction would
be achicved by developing estates in or near small towns,
as recommended by the Planning Commission, is yet
to be seen, since, in the absence of a nation-wide policy
of distribution of industry of the British type, new or
existing enterprises are not likely spontaneously 1o settle
in estates in rural areas or to move there from large
towns. Estates established near large cities might,
however, have the effect of regulating the influx of new
industries to those cities, and of facilitating slum clear-
ance by offering sites to displaced shops or factories.
The estates located near small towns where little industry
exists would serve as nuclei for further growth,

The establishment of the estates was guided to a large
extent by the recommendation of the Planning Com-
mission. Most of the estates were established in or near
small towns. within commuting distance of neighbouring
villages. Of the present 120 estates, 25 are located in
urban centr:s with a population of less than 20,000 inha-
bitam:: 25 in centres with between 20,000 and 50.000;

* A sub-committee of the Plan Projects Committee has recom-
mended a certain number of norms for layout and design of build-
ings in industrial estates; s reccommendations (which are published
in Inchustrial Estates — Programme and Progress, op. cit.) were
adopied in (960 by the Small-scale Industrics Board. h s recom-
mended, among other things, that 1he largest factory plots on large
and medium-sized industrial estates should not exceed (5,000 square
feet (1,393 square metres), of which 9.000 (o 12,000 square fect
(%36 0 1,118 square metres) should be in covered arca. The smal-
lst plot could be 2,000 square feet (186 square metres), of which
it to 1,000 square feet (37 10 93 square metres) could be covered
arca. On small and rural industnal estates, sizes ol plots would
range from (,000 10 4,50 square feet, and covercd arcas from
200 10 400 squarc fect for the smatlest plats, from 2000 1o 3 g0
for the largest ones (93 (o 418, 19 1o 37, and 136 10 279 square
metres, respectively). The wwe of a Lirge estate would be over
W0 oacres (12 hectares): a medium-sized one. belween W and 10
wress a small and rural cvate, under (0 acies Work-shed
estates 1 small villages would be under 2 acres.

2hin centres with between SO.000and TOO00 . 39 110 centros
with between 100,000 and 200,000 S 1y towns with mory
than 500,000 persons and S near cities with poputations
exceedmg one nulhon,

Twenty oF these ostates aie bemy establishad mthe
Teommunity - development blocks whichs e tac
operational umits  under  the community - developmen
and national extension programmes. ™ on the average,
a block covers 100 vitlages with a popalation of 60000
0 70000 persons spread over an dred of PS0 g o
quare miles. Nine other estates are - such block
known as pilot prowet arcas, where special centres
and workshops have been s 4P o serve as models For
certin manufacturimg operations, provide standardized
parts to certamn indnstries, improve quahity. tram repan
and maintenance workers. and o on. !t Iwenny otha
estates are 10 be set up i bachward T rural arcas
In some states, particularly m Madras, the smallel
estates 1n rural arcas are known as industrial colomes;
community workshops, which are still smaller Cslites,
are also established in these arcy

The Government's policy is thus to settle the estates
with existing industries shifted from congested parts of
a town, with extensions of existing industries and with
new ones. Preliminary data on occupancy of factones
suggest that in estates located in or near the larger aties
the rate of occupancy was relatively fast,' a large pro-
portion of the sites having been taken by existing firms
which had cither branched out into the estate or had
moved there from their old premises. In estates located
in smaller towns, the rate of occupancy has been slower,
but the proportion of new enterprises appears to bhe
larger than that of old concerns.

Ready demand for sites and factories on estates
located near large cities is explained by the prevalence
there of larger numbers of small industrialists, usually
huddled in blighted premises, and the greater avail-
ability of entreprencurial talent, skilled fabour., financial
resources, organized markets, and other external econo-
mies than in the smaller towns. Eagerness to settle on
the estates is stimulated by the generally advantageous
lease conditions offered to all comers. The manner in
which the estates located near some of the largest Indian
cities were occupied elicited some criticism on the part
of the survey team referred to above.

¥ In this connexion, see Second Five- Year Plan, op. cit., chap-
ter XL,

oAs of 30 June 1964, 1w out of twenly estales i community
development Blocks had  started  funchoming. € ourleen othes
estates v community  development Mocks were compleied or
readied for occupancy by the end of 1960 constricton of the
four others had not begun. As of the same date. Tour o of nine
estates i padot project wreas 10 The states of Maharashira, Rerafa,
Madras and West Bong il were bang ovcupied by o total of fifty-
one cnlerprises with $32 workers: the total number o sbieds cormn-
pleted was cighiy-three, alt bul one ol which had been aHotied

Undustrial co-operaines have aho been doveloped n rural

areas: ey are engaged mamby 10 nand-foom weaving, Pl gur
production. laniung and «cricultur

YoThere are, however, o fow exeepivns bhe diforenues i rate .
of occupancy were discussed by partiopants o the hiot Al-tndia
Semar on Indastrd Estates, withiont aiy delnite cor s
buinyg reached  thlerences in promotion amd sory g g boiacon
shate adunnisirations may aceonit bor wore ol the it
Further stady of this uoportant guostion navht porhapy o vadicat

the necd for speciat incentives i oertan area




" In most o the cases, the factory units hive been
allotted to industrialists who have shilted their estab-
lishments from other parts of the city, One of the
objects in setting up such indusirial estates was to
give opportunities to new entrepreneurs, The number
of such new industries which have come up in these
industrial estates i unfortunately limited.

* It appears that the existing industries have availed
themselves of the facilities now provided. Thus, to
a large extent, the projects have been more of the
nature of re-housing or expansion of the existing small
industrial units, Most of the authorities concerned
appear to have been satisfied with utilizing the funds
allotted for the industrial estates, without fullilling
the specific objectives of the Plan.

*In the case of allotment of plots to established
industrics, there appears to be no justification for any
concession in the scale of rent which, in such cases,
should be the economic rent from the very start,” 14

The team warned that cstablishment on industrial
estates of branches of ¢xisting enterprises might not
rclieve urban congestion and slum conditions:

* There is a danger that the entreprencur, while
availing himself of the new accommodation, will con-
tinue to function in the congested part of the town
as well, thus enjoying a new facility without giving
any relief to the social problem of slum clearance.” 12
On the other hand, the team recognized that. while

it was desirable to create employment opportunities for
rural manpower by cstablishing industrial estates in the
countryside, #nd while some advantages, such as cheap
land and casy commuting, were to be found there,
* the location ol industries in rural arcas [was] not an
casy proposition ™. Nevertheless, it recognized thic merits
of the policy set forth by the Government and recom-
mended that, *as Tar as posable. large urban centres
should be avoided and the industries should be located
near small towns having a population of about $0.000 ™.
It cautioned, however, that such estates should be estab-
lished on an experimental basis, that their development
should be carcfully watched and that they should be
extended only if successful. While the team seems to
consider that addition to the productive capacity of the
country by creation of new enterprises is more important
than decongestion of crowded or blighted arcas, it did
not recommend cxphatly that priority in allocation of
sites and factorics be given to the new concerns, presum-
ably because of the dual objective of the government
policy. It did staic. however, that * the setting up of
new industries should not suffer because of the ready
demand from established industries ™ '% and suggested
that the latter pay market rents, subsidized rates being
thercby reserved to new firms,

Y Report of the Selecred Buildings Projects Team on Iudustrial
Estates, op. en., paragraphs 10.2.1 10 1In.2.%

V2 flud., paragraph 10 }.2.

" Ihid., paragraph S 1.2 The All-India Seminar on tndusinal
Fstales recommended 1hal “new indusiries should be preferred as
againsl indusinies cushing i some other area an ~seeking 10 shifi
10 the indusiriat ¢state °. U did not oppose re-bousing of local
concerns. N albso recommended 1har accommaodanon be provided
10 industrey unable 10 expand In 1heir omn pramses.
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In connexion with the prevailing practice of offering
ready-built factories for rent. the team recommended
that more consideration be given to selling sites to manu-
facturers wilhing to construct their own plants, with a
view to spreading the funds allocated to the industrial
ostate programme over a greater number of estates,
For the same purpose, it recommended that construction
and operation of estates should also be undertaken by
co-operatives which would finance their cost to the
extent of 40 to 50 per cont, the balance being granted
by the Goy rnment.!?

The team criticized what it considered to be an excessive
range of sizes of work-sheds and an excessive number
of large-size buildings in the estates it visited. On cne
of them the smallest building had an areca of 2,120
square feet (197 square metres), which was ™ likely to
prove too big for a man of limited means ”. The team
recommended a range of buildings of from 600 to
6.000 squarc fect in covered area (56 to 557 square
metres), with plot area twice the size of the smaller
sheds, and 14 10 13 times that of the larger ones,
to ensure economic and cfficient use of land, in particular
to provide open working arecas where necessary and to
allow for future expansion and avoid overcrowding.

In certain estates, admission rules reserve occupancy
to new industries. This is the case of the Guindy estate
ncar Madras, which is almost entirely occupied by new
firrns manufacturing new products. Occupancy is open
only to: (a) light engineering industries, including elec-
trical engineering, which manufacture, with the aid of
modern machines and power, essential consumer goods
or other articles for which there is a strong demand and
which (i) are at present imported from abroad; (ii) are
in short supply in the country as a whole or in the local
arca and thercfore have to be transported over long
distances; (iii) have a good export market, and (iv) can
anticipate a growing demand consequent on over-all
development and rising income: and (b) ancillary indus-
tries which manufacture parts needed by larger concerns
or uaccessories (0 supplement products of the latter. A
further important condition for admission is that such
manufacturing industries should require special aid and
encouragement both to >rganize themselves and grow.
Industries which can start and develop by their own
means and which, even if useful, do not come within
the above categories. are not allowed to settle in the
estate. Attention is drawn to the requirement of em-
ploying modern machinery. which implies control by the
cstate’s management over the quality of cquipment
with a view to maintaining a high level of productivity.
Anticipating the discussion of this aspect, it will be noted
that use of modern machinery as a formal condition for

admission appears 10 be u unique feature of the Madras
estate.'®

Light engineering and chemical industries, especially
plastics, predominate among the 596 enterprises now
operating, together accounting for over 80 per cent of
the total. Many of these enterprises are new to India

Y For more delails, see chapter 4.

" Sce helow, page 25, On certain estates, in particular at Okhla,
preference is given only 10 ™ applicants willing to install graded
machinery and producing standard goods ™.




or to the region in which they
traditional trades  textifes, ceramics, wood and leather
products, food products and beverages are i the
minority. only 10 per cent of the enterprises belonging
to this group, Only thirty-seven enterprises (6 per cent
ol the total) are organized as industriaf Co-operatives
and most of these are engaged in traditionai oceupations,
m particular making furniture and other hinds ol wood-
work, '

d4re set up. The more

In 1960, the Indian Government decided to promote
new forms of industrial estates. In addition to the existing
estates. which accommodate 2 wide variety of small-scale
mdustries, a certain number of functional ™ industrial
states for specific industries will be set up. Industries
on these estates will produce parts and components for
an assembling unit which will also be located on the
ostate. Efficiency. mutual help, lower costs, guaranteed
markets and other advantages and savings would be
made possible by such speculization. 1t s envisaged
that four such cstates will be sct up in various states
to produce automobile parts, three others will be estab-
fished for light machine tools, three for instruments,
three for radios and three for time-picces, clocks and
watches; it may be noted that these industries are rela-
tively insensitive to slumps,

“ Ancillary " industrial estates are a variant of the
foregoing. They will be established by large industrial
concerns - public and private 1o manufacture parts
and components on a subcontracting basis. The first
estate of this type is being organized in Bangalore by
the Hindustan Machine Tools Factory a govern-
ment concern - on a site adjacent to its plants, at a
cost estimated at 1.6 million rupees,

" Work-shed " industrial estates will be established
for local craftsmen in villages with less than 5,000 in-
habitants,

" Staggered " industrial estates will consist of a few
factory units which wil! eventually grow into a full-
fledged industrial estate: they will be set up, at the
request of local or other entrepreneurs, in undeveloped
areas where prospects for industrialization are in view. 20

Special industrial estates will be set up near institutions
for higher education 1o enable students to gain practical
factory experience. Five such estates will be established
near universities, and five others near rural institutes,

SERVICING AND ASSMISTANCE FACILIT'ES

With one exception, no special benefits care offercd to
small industrialists to induce them to settl: in industrial
estates. They are entitled to the various forms of aid
devised by the Government to assist small-scale industry
in general, irrespective of its location, namely: financial
assistance on liberal terms through the industries depan-
ments of state governments and the state financial

'* Information supplied at the first. All-India Seminar on Indus-
tnal Estates.

“Theneedtomneenouﬂhndforfmmnmmionmuﬂ
industrial estates, irrespective of type, may be underlined in this
connexion. Experience in all countrics has shown that land spe-
culation and inflated prices for adjoining plots practically always
acompany the establishment of an industrial estate.

23

vorporations ; -!

supply of machinen
terms. Gosernment COntracEs and i kenne o tineshed
goads through the Nt St Industge
ton L techmical st
Industries

an hire-purcing

N IRUNASTIN
nd tramime throgeh h Sl
Service Institutes New LINITNTEN
ten or more persons where POSCE s usad o
OFMAre persons 1if power 1y not sl el e
producstton within ciEhl vears from | \pid Hods
cwempt tor aperiod of e A I TR TR R
aper-tin on thar profts or R A [T L T O T RN PURTPReY
equal to 6 per cent of thar Pardoup capital . siuneholder
arcenempt from tas on dis idends Pad ot o Liv-onempt
profits by himned sompames. Sl mdinstries are gl
chigible for the specat deprecinion
rebates for new plant and

industrial enterprises 1 India

Samproviny

TW oy

allowances andd
nawchimery wanted to gl

The only special advanage ottered 1o OCCUPInts of
industrial cstates relates 1o rent A prncpte they e
o pay market rent. but subsidie May be eranted stonld
such rent be found to be too Pugle. Fhe burden ot sibaidies
N carnied in cqual parts by the centraf Governnent gnd
the states up to g pertod ol tive years, i the vourse of
which subsidies are progressively reduced: any sty
to be paid thereafter i to he borne cntirely by the state
Governments, Rent subsidies <n be granted only with
the approval of the central Government, -

The absence of special imnducements to attract industry
to industrial estates May be due in part to the fat that
the advantages inherent in the deviee are more cormnpel-
ling in an under-developed country hhe bwdir than mn
the more developed parts of e world. To obtain ready-
built factory space with modern COMUNICICES Iy 4 power-
ful inducement for people who, In general, have no
alternative but to stay or settle an crowded, mconvenient
and unsanitary premises, Of particular importance afso
iy the lowering of cash requreiments due to the possabulnty
of leasing rather than purchasing and the climination
of the time-lag between investment and production which
v invaluable 0 small businessmen disposing ol wvery
seant resources.

To a large extent, the success of ndustrial estates i
India results from the fact that they incorporate all or
most of the facilitien devised by the Government to
promote and assist small industry. The administrators
of the estates centralize the requests for technical assis-
tance. training, financing, machinery, supply of raw
matenials,®® import licences, aid in mirketing and the
like and channel them to the appropriate  agencics,
some of which have set up facilities in 2 number of
estates. Among th: Small Industries Service Instrtutes
which are establishid in each of the sixteen states, cleven

' See United Nalions, Bulletin on Industrialization and Produc-
rivity, No. 3 (Sakes No. 601LB1), “Hmanomg of Smiatlescale
Industries in Under-developed Countries

* It may be noted in this connexion that a buildings projxet
team appointed to study slum clearance problenss pouted out 1n
s report that ™ an answer to tow rent s lower cost of construction
and not higher subsidy . Quoted in Report of the Selected Build-
ings Projects Team on Indusirial Fstates. op. o, paragraph 9
The reader is referred to this report for suggestions on reducing
costs of construction of indusirial evtales.

B In particular supply. at contreiled prices, of centam tiensed
materials, such as sieel, coke and cement




are located in or near .ndustrial estates: three of the four
Branch Institutes are also similarly located. Many of
the forty-two Indusinal Extension Centres already estab-
Ished and the thirty-seven otliers now being planned
are set up or are to be set up in the vicinity ol industrial
estates. Traming courses have been organized by the
Institutes 10 o number of estates and plans have been
made Tor providing them in others,

Prototype  Production-cum-traming  centres T have
been set up by the National Small Industries Corporation
in theRathot and Okhla estates, These centresdevelop pro-
totype machinery and tran small manulacturers to produce
it on commercial lines. The Government intends to
establish one such centre on an industrial estate in every
state. The Corporation is now setting up offices in cach
state in the premises of the Small Industries Service
Institintes. which will enable it to expand its services,
particularly 1n the estates. in supplying small manufac-
turers  with  machinery  under  liberal  hire-purchase
terms.?! an providing them with marketing assistance,
including export promotion, and 1n procuring govern-
ment contracts Tor purchase ef their products. The Cor-
poration has sct up on the Ludhiana estate. in Punjab.
on an cyperimental basis, a depot for supplying iron and
oeel to small industries in the areua. It has also estab-
lished on the same estate a wholesale depot to facilitate
marketing by small shops  manufacturing woollen
hosicry. sewing machines and bicycle parts.

In addition to the services provided by government
agenwies, various common facilities are usually sct up
on the estates for the benefit of heir occupants. As u
rule, these facilities are much broader in scope than those
found in industrial estates in the developed countries.
Besides the standard services furnished by meast estates
throughout the world lor the convenience of the occu-
pants  canteens. dispensarics. banks, post oflices. bus
service. police and fire protection  special services are
supplied with a view to improving productivity and
reducing costs. In most cases, determination of the type
of services required followed rather than preceded occu-
pancy of the factories, as it depended upon the distribution
of activities on the estate. which. as a rule. was not or
would not be forecast with certainty or, therefore, planned
in advance. As an example. one of the most advanced
ostates in India  Guindy, near Madras  provides the
following services: (1) Taundry equipped with moulding,
pattern-making and sand-testing machinery supplying
ferrous and non-ferrous castings, and a control labora-
tory; (2) forging and heat-treatment shop equipped with
drop hammers and pneumatic hammers for making
light forgings. The shop also undertakes meial treatment,
such as hardening, annealing. normalizing. tempering,
case hardening, and so on: (3) tool room providing dies,
jigs and fixtures for press work, forging, casting, plastic

3 The beneficiaries make a down-payment of 20 per cent for
poneral-purpose  tachines  and  one-third  for special-purpose
machines, and pay the balance in half-veurly instalments over a
reredd not exeeeding cighl years, at interests rales ol 4.5 or 6 per
cent for machinery valued up to, or more than, 15000 riupees,
respectively. The amount of down-payment for machinery valued
a1 2000 rupevs or kst is one-half ot the limits just mentioned.
tnduwrial co-operalives enjoy more favourable terms for both
down-payment and inlerest rate.

mouldings. etc.: (4) pressure die-casting unit supplying
non-ferrous castings: (5) service-cum-training centre for
precision Instruments assisting enterprises manufacturing
surgical instruments, laboratory equipment and hand
tools: (6) service centre for cleetrical goods supplying
coated copper wire, couted enamel wire and enamel
winding wire: (7) glass works mannfacturing scientific
and laboratory glassware, ncon-signs and other items and
providing training in glissmaking: (8) wood-working
shep. including seasoning plant and testing cquipment;
(9) common lcase shop renting out portable tools and
feasing machinery to be used in the shop with the help
of skilled operators. The shop lcases heavy equipment.
such as grinders. milling machines, turret lathes. die-
sinking machines, shaping machines, screw machines.,
punching and shearing machines. and sand-blasting
equipment; (10) testing laboratory currying out indus-
trial testing and research on raw materials and finished
products and extending technical advice and service;
(11) servicing agency managing a depot for supplying iron,
«teel and orther essential raw materials to the occupants
of the estate; (12) technical information centre with
technical library. motion pictures and slides, which also
provides printing and bluc-printing facilities. The Guindy
cstate has also built houses at subsidized rents for the
workers.??

Some of these facilities. and similar ones. are being
set up in other estates. For instance, dyeing, bleaching
and finishing centres have been built on the Rajkot cstate
to serve the needs of some ol its occupants and those of
ncighbouring enterprises,

When fully implemented the government measures
should go a long way to improve the productivity of

2. A fow other data on the Guindy estate may be of interest to illus-
trate the information presented in 1he paragraphs above. By the
middle of 1949, the cstate included 78 factories with a total employ-
ment of 1,050 workers und an average employment of 13 workers
per factory; the 12 centres mentioned above served 40 to 100
plants on the cstate and in the ncighbourhood, and provided
employment for 400 additional workers. By the end of 1959, a total
of 97 planis were scheduled to be in operation with a total employ-
ment of 1,160, Thirty-one additional plants were to be completed
carly in 1960 and provide employment for another 300 persons.
Because of the smaller size of the additional factories, the average
number of workers per factory would then be 11, The total acrcage
of the estare is now 100 (40 hectares) and a reserve of 120 acres
(49 hectares) is beirg acquired for further development. The total
annual turnover is sstimated to reach 15 miltion rupees when all
129 plants are in operation.

The 76 factorics in operation by the middie of 1959 producer!
a varicty of products, including: oil circuit breakers, fuses, swit-
ches, busbar trunking, high-voltage group-operated disconnecting
switches, air-break switches, underground cable joints, precision-
cut gears, industrial gear boxes, gear pumps, radios, including
transistor radios, amplifiers, volume controls, bicycles, wire nails,
panel pins, clectric washing machines, lilm printing machines, lamp
shades, soap boxes. tin containers, spectacle frames, builders
hardware, indusirial belting, precision-ground components for auto-
motive engines, tube-light fittings, galvanized parts, dic-cast parts,
motor pemp parts, conduit pipes, paper pins, gem clips, automo-
bile part., mathcmatical instruments, index files, screwdrivers,
roofing hooks. railway parts requiring orgon arc welding, bolts
and nuts, rivers, hinges, washers, wire mesh, drop forgings, corru-
gated paper and boxes. machine screws, sheet metal work, brass
foundry, copper conductors, polyvinyl chloride wires and cables,
thin-walled enginc beuarings, typewriter parts, diesel engine parts,
pressed tools, polycthytene films and bags, fountain pen parts,
waterproof and coated papers.




the estate industrics. Some of these measures hire-
purchase of m:chinery, for instance ensure the use
of efficient modern equipment, and. as mentioned carher,
on the Guindy estate, use of modern machinery is a
condition for admission. In some estates, applicants
who are prepared to install high-quaiity machinery and
produce goods according to standurd specifications are
given adinission preference. This s, however, not the
general case. On many estates, little or no control of
the quality of equipment or of the manutactured goods
is exerted by the estate managers. While many new
enterprises  furnish themselves with new machinery,
others buy second-hand. obsolete equipment. Most of
the already established entreprencurs who move into
cstate factorics bring with them their antiquated, low-
productivity equipment, and many of them turn out
goods a large proportion of which is rejected for defects.
To guote from the report of the Buildings Projects Team
" it is still the same backyard factory from the congested
part of the town which has shifted to new premises 2%
Entry procedures are often limited. as in developed
countries, to ensuring compatibility by refusing admission
to obnoxious industries and to enterprises which would
compete  with industries already established on the
estate. According to this and other reports, technical
assistance is often not requested or not provided. in
the former case, because of adherence to routing pro-
cedures on the part of the industrialists, in the latter,
because of lack or scarcity of expert technicians. Diffi-
culties and delays in building of estates, supply of raw
materials and markcting of goods are also reported.

In a few cases, the establishment of industrial estates
has given rise to the creation of industrial and commerciai
firms in adjacent areas — some of them trading with
industries established on the estate. According to one
obscrver, such growth in the neighbourhood of the
Rajkot Industrial Estate has taken place haphazardly,
“ without much apparent control by the municipality
over location, architecture, or the general appearance
of the neigl-bourhood. The nature of this spontaneous
commercial and industrial growth near the estate may
“already serve as a warning of the dangers of inadequate
fand use planning and zoning or inadequate enforcement
of regulations.” This observer warns that, * without suffi-
cient care, an industrial estate might become completely
surrounded in time by uncontrolled growth of business
enterprises, which could turn a well-conceived project
into a congested industrial slum and a t.affic cul-de-sac™,?’

On the other hand, he notes that the interest created
by the Rajkot experience has already stimulated local
estate development projects, private and public, in the
neighbouring area — by a private developer, a co-
operative group of industrialists and the Rajkot muni-
cipality,

These two examples raise the broader problem of t.e
extent to which it might be necessary or possible to

* Report of the Selected Buildings Projects Team on Industrial
Estates, op. cil., paragraph 10.4.1. The sanitary conditions and
safely arrangemenis provided in lhe new premises wifl, however,
favourably affect the health of the workers — a very importani

vonsideration in India — and thereby tend 10 curtail abseniceism
and high turnover of manpower, and improve labour productivily.
op. cit., page 48.

“ William Bredo,
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Puerto Rico

The industrial development noliey of p
heen based since 1950 on 4 comp
incentives aiming primardy atractmg capial
entreprencurship from the U nited States
efforts are also mude 10 stimadate Jocal entre
and to attract industry from buropean and
tries. The industrialization programme i~ directed and
supervised by a government agency. the Feononng
Development  Administration, thiough o mnber ot
operational units, the most mportant of which, m the
ficld under consideration, is the Puerto Rico hadustinal
Development Conmpany (PRIDCO), 4 public corporg-
tion engaged in real estate, constriction and linancing,

Prior to 1950, the Pucrto Rican Government had
attempted to stimulate industriyl development by setuing
up government-owned and government-operated plints
in key industries  cement, glass continers, paperboard.
structural clay products and shoes both to mect
war-time shortages and to induce private industry o
follow suit: the latter, however, did not materiahize, and
the Government turned to a pohlicy of inducements 1o
private investors to set up industrics 1n Puerto Rico,
To that end. a law exempting new indusines from loval
taxation was passed in 1947 (this was revised 1n 194x
and 1954 and completed in 19%9). In 1949 and 1950,
the government-owned factories were sold to private
interests. A broad programme of construction of fac-
tories on individual plots and on small industrial estatos
called “ industrial subdivisions " was begun in the carly
nineteen fifties: simultancously, an intensive  promo-
tional campaign was launched in the Umited States to
attract new industry.

Tax differentials  exemption from most local taxes
(for ten years from corporate and personal imconwe tax
and municipal levies, and for five to ten years from real and
personal property taxes), mnapplicability of corporate
and personal federal income taxes in the common-
wealth, and low rates of taxation applying after expiration
of the exemption period  are considered to be the hey
inducements in attracting new industries. ™ 1t iy acknow-
ledged, however, that the inducement value of tax exemp-
tion, on the one hand, and low taxation, on the other.
varics from one type of industry to another. and that
other factors have also influenced deaisions 1o locate in
Puerto Rico.?*

The first industries attracted to the island were gen-
erally small, labour-oricnted and hitle-capitahized. Tay
exemption was undoubtedly a strong incentive to indus-
trialists considering the alternative of remaining subjpect
io federal and state taxation, but availubility of labour.
low wage rates and lack or weakness of labour organiza-
tion also enhanced their expectation of higher and faster

* National Planning  Associahion, Fomento  the  Foonom
Development of Puerto Rico, by Willam H Sicad, Plannming Pam-
phlet No. t03 (Washington, DD.C ., March 195%), pases 9 and 114
Heavy emphasis is pul on 1his asedl i Puerto Rico's pPromo-
lional literature.

¥ Jhid., pages 77, 80. 92 and 9.
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returns than on the mamland. The strength of the lawt
o considerations has been dimimishing 1 recent vears,
s ovware rates and untoanzatnon have been steadily
progressing

Phe orther mam mcentines tiinaal assiskanee on
Loveurible erms. ainclading minorty nvestment by
PRIDCO mahe share capital o Private hrms. extension
of sanvices such as enginceertng and cconomie research
and helpon recrutimg and tonmg Liboar, and provision
ob mdustinal st and bubdimgs chert response prin-
apilhy frem smadl and madiomesiecd brme

A the saccess of Puerto Rico as an mdastrial Tocation
progressisely mpiessed atselt on the Amenican industrial
sommunty - some highlyv-capitalized enterprises were
swbap onthe sland. 1018 probable that the wapectatron of
low tan rates over g dong period of tme was a4 more
imporant cor sideration than temporary tax esemption
momotnvating thar decsion, The gradual evolvement of
anmdustral cimate and of ™ external economies ™ s
hhely oo mfluence increasingly the location decisions of
enterprises of all wizes. A a whole, the offectiveness of
the Pucrte Rican programme may be attnibuted to a
well-batanced and sbllfully publicized st of measures
combinmg tav and other inducements with assistance
i all phases of planming. construction and operation
of industry,

Industrial subdivisions are parcels of improved land
wually featnring standard. ready-built factories offered
tor sule or lease. Most of these subdivisions accommodate
fess than ten ndustries, only a few contain more than
twenty sites. As of 30 June 1999, thirty subdivisions had
been completed. one was under construction. and twelve
were i the planning stage.

the subdivisions are imtended 1o bring together com-
plementary and auniliary industries so as o develop
sntall industrial complexes, The sites are Tully improved
and the bwildings are geared., in s, specifications and
appurtenances. to the requirements of United  States
industriahists. A certain number of factories, 6,000 square
feet i covered arca (557 square metres), are available,
but the majority have an arca of 11,500 and 23.000
square feet (1,068 and 2,137 square metres) SIZes
consderably larger than those of the factory sheds in
the Indian andustrial estates. In all cases. cnough land
v provided to permit the size of the factories to be
doubled. In view of the small size of the estates. few
commen serviees and facilities are provided 1o the occu-
pants. In 195K, private bailders began to develop indus-
tral subdivisions, with the  encouragement  of  the
Government,

Industrial subdivisions and individual sites with or
without factories have been set up throughout the island
i an ctfort to disperse industry and thereby promote a
geographically balanced development. Differential rental
rates for standard factories apply in five geographical
zones. The lower rates  which are subsidized apply
to the less developed arcas of the island: rental rates
for the buildings under 11,500 square feet in area are
somewhat higher. per square foot, than those applying
to the larger factories.

The factory buildings erected by the Puerto Rico

R ...

Industrial Development Company are in most  cases
offered for rent, although the Company would Fave
preferred a policy of selling lots and buildings. Such a
policy would have allowed the Company ta reduce the
amount of funds ted up in Lind and buildings, and to
spread ats resources over a broader construction pro-
gramme: at would alvo have induced industries to keep
therr factories for prolonged periods. It has not proved
possible. so Tar o implement such a policy to any
appreciahle extent: only vacant land is generally sold
onan - outright casiv basis, The Company recognizes
the incentive value of rent, which s particularly great
for the ~maller tirms. The importance of this inducement
diminishes considerably for the larger, more capital-
mtensive idustries, whose establishment in Puerto Rico
v now particalarly encouraged.

Retween 1950 and 1959, 564 new industrial plants
were st up m Puerto Rico, Most of them are branches
of American concerns or new enterprises financed and
controlled by nunnland investors: the majority engage
i hght manutacturing und ship the bulk of their pro-
duction to the United States, Is is estimated that. from
the mnception of the programme to the end of 1959,
about 41,500 industrial jobs have been created n
Puerto Rico,

Fhe fact that the development policy of Puerto Rico
v largely focused on attracting industry from the main-
land should be viewed in the light of its peculiar political,
cconomic and geographic links with the United States.
particularly its free access to the United States market,
So far, stimulation of purely local entreprencurship has
been small.*® although all benefits provided by the
Feonomic Development Administration, including tax
concessions and factory space, are available to local
industry qualifying under the programme. It may be that
exemption from relatively low local taxes is not of itself
a sufficient incentive to the formation of new local
ventures. Anothier possible factor is that the industrial
subdivisions programme is geared to the requirements
of industrialists Irom the United States rather than to
those of local entrepreneurs, It is likely that even the
smallest factory buildings in the industrial subdivisions
would be too large and costly in relation to the resources
of the latter,

Thus, the general orientation of Puerto Rico's industrial
estate policy does not seem to be typical of that likely
1o be adopted by most under-developed countries, which
would rely principally on ¢fforts to mobilize domestic
resources and only accessorily on attracting capital and
entreprencurship from  overseas. However, efforts to
attract foreign industry are made by most of the develop-
ing countries. Puerto Rico's experience suggests that
achievement of that objective may be :nhanced if induce-
ments. services and promotional approaches are properly
adapted to the requirements, standards and business
practices of foreign industrialists. Many of the organiza-
tional. physical plarning and servicing methods developed
in Puerto Rico could be successfully adapted in many
under-developed countries for the promotion of national
industrial undertakings.

' Fomento - - The Ecomomic Development of Puerto Rico, op.
¢il., pages 34 and 8t




Jamaica

In another island of the Caribbean region  Jamaica,
British West Indies  an industrial estate af the western
end of Kingston has been in process of development
by a government agency. the Industrial Development
Corporation, since 1952, The Corporation sells or leases
improved factory sites. In certain instances, it assists
mdustrialists by building factorics according to their
specifications. for sale or lease with option to buy at
any time during the lease. Rental is at the rate of approxi-
mately 10 per cent of the cost of building and land.
exclusive of charges, such as insurance. water rates and
repairs. Ready-built factories are not provided on the
cstate. The Industrial Development Corporation also
undertakes to build factories in rural locations, for rent
with option to purchase,

The estate is zoned for |
and warchouses. Its total arca is 300 acres (121 hectares).
By the end of 1959, it included thirty-five factory build-
ings for light industry, most of them crected for American,
Canadian and British firms.

ght and heavy industries

Various tax exemptions and concessions, relief from
imnort dutics, and other incentives are extended 1o
encourage local industrial investment and attract
industry and entreprencurship from abroad.® In the
period 1952-1958, a total of £3.9 million was invested in
industry in Jamaica. Projects of local origin absorbed
about 35 per cent of that total, foreign projects 55 per
cet, and joint local and foreign ventures 10 per cent.
The Industrial Development Corporation participated
to the extent of 25, 19 and 27 per cent, respectively, in
the investment of these groups.3?

Mexico

In Mexico, the central Government is sponsoring and
financing the construction of three * industrial cities ™.
with the express purpose of diverting industry from the
main industrial centres - the Mexico C ity and Monterrey
areas -— and encouraging local industrial deveiopment,
All three cities are in rural areas. Planning and construc-
tion are undertaken by government corporations and
financing is provided by a government development
and investment institution - - the Nacional Financiera.

The Ciudad Industrial Bemardino de Sahagun (State
of Hidalgo) is situated 104 kilometres (about 65 miles)
from Mexico City. Construction was undertaken in
1953 by a special public corporation — the Constructora
Industrial Irolo. The city had initially 7,000 inhabitants
and was planned for a maximum population of 60,000,
Industiialization was expected to take place around a
nucleus of two large-scale state-owned industries pro-
ducing railway cars, and diesel engines and motor trucks,
to which another large statc-owned plant producing
textile machinery was subsequently added.

31 Pioneer Industries (Encouragement) Law, 1949, amended in
1954, 1955 and 19%6; Industrial Incentives Law, 1956; Interna-
lional Business Companies (Exemption from Income Tax) Law,

; Export Industry Encouragement Law, 19%6.

** Jamaica Industrial Corporation, Anmal Report,

2?7

About 75 nullion pesos (SUSO mullion) were spent oy
basic improvement work, Istiition S unhes. hoy
schools, roads nd bridges. To attract dustry . nd o
counterbalunce  the dinidvantages  of
Mexico City and other mdustrial areas and Lick of evternal
ceonomies and amenities in the new Centres a twenty-
live-year exemption from COrPOrate income tun nd o
fiftcen-year, 80 per cemt abiatement of Property tis were
gruanted 1o prospectine occupants.,

S,

distimes trom

In spite of these efforts, 1o new
been established in Ciudad Sahagin. s lach of attre-
tiveness 1o priviite mdustry appeirs to he principally Jue
to an unfavourable location gs regards communications,
supply of raw materials and marketing of producis,

industiy has so gy

On the other hand. positive resulis hane already been
achieved in the Ciudad lndustrial de Irapuato (Suate of
Guanajuato), situated 355 kilometres (221 miles) from
Mexico City, whose construction began in 1957, Good
prospects appear to be in view for the recently opened
Zona Industrial Lagunera (State of Durango), located
355 kilometres I'rom Monterrey and 1100 Kilometres
(687 miles) from the capital, Planning and development
of these industrial cities have been entrusted  to the
Comision Federal de Electricidad, with 4 VICW, dnong
others, to securing new outlets for the INCreasing power
production of this government agency.

Both cities are located in predominantly rural
but are well served by railroads and modern highways,
and have dircet access to raw materials, utilities, abun-
dant manpower and large consumer markets. Irapuato i
located near an oil refinery. and Zona Laguncra near
a pipeline terminal. In both cities. fuel may be purchased
at the lowest price obtainable. Ample sapplics of clectric
power and water arc available at very low cost. The
former city has 50.000 inhabitants: the latter is located
near two medium-cized towns Torreon with 182,000
inhabitants and Gomez Palacio with 70,000 inhabitants,
In both cases, a large part of the population is unem-
ployed or under-cmployed. In cach city, the size of the
industrial estate proper is about the same 280 hectares
(692 acres). of which 220 (544 acres) are for sale i
Irapuato, and 265 hectares (655 acres) of which 224
(554 acres) are for sale in the Zona Lagunera. lach is
zoned for light and heavy industry.

areis,

In both cities, improved sites are sold at vost, with
the addition of a fixed overcharge of 2 pesos per square
metre (I} United States cents  per square foot) to
constitute a fund for common services police and
fire protection, sanitation, health and so on. The average
sales price is 30 pesos per square metre (SUS 0.22 per
square foot). The purchaser makes a down payment of
10 per cent upon signature of the contract and pays the
rest of the price by monthly instalments over a period
of five years, with interest on the unpaid balance. No
buildings for sale or rent are erected in advance of
demand.

Tax concessions similar to those mentioned ecarlier
are made available to the occupants. Asistance in
obtaining raw materials and marketing products, as
well as certain subsidies. may be provided by the state
governments,




Light and havy engincering plants, shoe manufactur-
ing. clothing and other light industries are located in
Irapuato. Towards the middle of 1960, cight contracts
for the sale of a total surface of 12,5 hectares (about
31 acresy were being negotiated at the Zona Laguncera,

There are indications that another ™ industrial city 7
is being planned at San Luis Potosi, in the state of the
same name, by a special corporation  the Urbanizadora
Industrial under the sponsorship of the state govern-
ment. Fhe opportunity of creating industrial estates at
Acapuleo (State ot Guerrero), Matamoros (State of
Famaulipes) and i the State of Veracruz is currently
being discussed.

Brazil

Two " industrial cities ™ are established in the vicinity
of Belo Horizonte, capital of the State of Minas Gerais
and a town of about 340,000 inhabitants, These cities
Contagem, founded in 1941, and Santa Luzia. founded
in the nincteen fifties  have been set up with a vew to
attracting industry to a state with an ccono.ny based on
mining and agricultural activities. Before the establishment
of the industrial citics, the products of the state were
almost entirely exported and processed in other purts of
the country or abroad. and practically all manufactured
goods were imported. Another objective was 1o provide
cmployment to the local manpower which, for lack of
opportunities in the state, migrated towards the industrial
centres of Rio de Janeiro and S3o Paulo. At the same
time, it was desired to decongest the urban area of
Belo Horizonte. Both projects were financed by the
state and are under state management,

Improved sites in the * industrial park * zone of each
city are offered to industrialists for perpetual lease at
nominal rates. These amount to 6 per cent per annum
of the land value which ranges today from 6 to 10 cruzeiros
per square metre (3 to 5 United States cents per square
foot). Water is supplied free of charge. Ample clectric
power is available,

The industrial parks in both cities are zoned for light
and heavy industrics. In Contagem, some heavy industries
have teen promoted in the Torm of joint ventures between
state and private groups. A nuinber of <ubsidiaries of
impo-tant foreign firms have been established, By the
end of 1960, forty-two factories were in operation in
Contagem, with a total employment of 12,000 and an
average employment of 290 workers per plant. Capital
and reserves of these enterprises amount to 3 billion
cruzeiros. Sixty-three factories are under construction,
The arca of the industrial park was originally 270 hec-
tares (667 acres) and has subsequently been expanded to
about 700 hectares (about 1,700 acres). Sites were im-
proved at a cost of 100 million cruzeiros, Heavy indus-
tries include steel mills, mines, metallurgy, the manufacture
and assembly of motor-cars, tractors, railway cars and
machinery and the manufacture of oil products and
cement and other building materials. Light industries
mclude dairy and food-processing plants making use of
the state’s livestock resources  the largest in Brazil
pharmaceutical products, electrical appliances, paper
products and many others.
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Comnion services aclude catering and health facihities.
A vocraonal school has been established in the industrial
park. Housing s provided for the workers in the resi-
dertial zone of the industrial aty,

Santa Luzia was set up atter it had become apparent
that Contagem was atout to be fully occupied. while
demand for andustrial sites continued 1o be strong. By
the end of 1960, a large slaughter-house was in operation,
an automobile factory was under construction and an
otb refinery was bang planned.

In 1959, preliminary plans were made for developing
two other industrial cities in the state of M nas. Gerais
Governador Valadares (population in 1950, 20.357) and
Uberlandia (population, 34.866). + 240 and 475 kilo-
metres, respectively, from Belo Horizonte. The former
would be managed by a private organization; the latter,
by the municipahity or a foundation especially created
for the purpose. In both cites, industry would be based
mainly on the processing of tocal agricultural and forestry
materials. Electric power and transportation  facilities
would be developed corcurrently, Similar plans are
under consideration in the state of Bahia.

A privately-owned industrial estate has been in opera-
ton since 1952, in the Lapa suburb of Sao Paulo. Its
management sells improved sites and builds factories
for sale or lcase with option to purchase. More than
forty enterprises were operating in the estate by the end

ol 1983,
Nigeria

A very small industrial estate - 2} acres (1.1 hec-
tare) in area was set up in Fcbruary 1957 at Yaba,
a suburb two miles from the centre of Lagos. a city
of 300.000 inhabitants. The purpose of the project is
not to promote new industry - applicants have to be
in production to be eligible for admission. It is to sti-
mulate the growth and improve the productivity of
small industries by providing them with suitable
premises and various forms of assistance. The estate
contains five single-storey * nest * factories, each of
which is divisible into six independent workshop units,
30 by 40 feet in size (9 by 12 metres), offered for rent.
Tenants may occupy one or several units, or part of
a umt. As a rule, a firm settling on the estate occupies
one standard unit during the first year. During the
sccond year, it may grow 1o two or three units, and
may reach the maximum permissible space allocation
of four units during the third year. It may stay for
another year in the estate; after that time the indus-
triahst has to move out and set up his own factory in
one of the industrial areas zoned in the outskirts of
Lagos, or clsewhere. New tenants can then occupy the
prenmises he has vacated,

Subsidies permit the payment of rent to be graduated
SO as to approach market cost after the fifih year of
fease. Rental covers common services and building
maintenance. It starts, for one standard wnit, at £18 per

month during the first and second years und reaches
£25 for the period extending from the third to the fifth
year: it amounts to £29 per month thereafier. Additional
machinery

charges are made for water and electricity;
15 owned and installed by the tenants.




As the corresponding market rent is cven higher,
actual cost is not fully recovered from rent. This would
induce firms to stay on the estate if it were not for the
four-unit allocation limit which forces those who have
reached 1t to vacate the premises. In the two years in
which the estate has been in operation occupation
began late in 1958 only two firms out of forty have
not apphed for additional units. There is a long waiting
list of cntrepreneurs wishing 1o settle on the estate,
Lack of reserve land, however, precludes any expansion.
The small size of the estate and the high rate of use
of land have caused some congestion and fack of storage
space; overhead costs are reported to be high. Most of
the forty established workshops employ less than fourteen
workers each: total employment is around 300,

The estate includes an office building, canteen, garage
and parking space for trucks whicn are required in
view of the absence of railway facilitics. Construction
was done by local builders under the supervision of
the Federal Public Works Department. The estate is
managed by the Nigerian Department of Commerce and
Industries.

The common services included in the rent consist of
accounting advice, training in maintenance of machinery,
and engineering work performed by a central workshop:
the workshop also accepts orders on a commercial basis
from outside firms.

The industries established on t
duction of furniture and upholstery, printing, food-
processing, manufacture of electrical appliances, tyre
vukeanization, vehicle body repairs, typewriter repair,
shoc-making. leather-working, wood-carving, cosmetics
production and recording of music,

he estate include pro-

Pakintan

In 1947, the government of what was at the time the
province of Sind set up a public corporation -— the Sind
Industrial Trading Estates Company, Ltd. (SITE) —
to promote industrialization by building and managing
industrial estates along the lines of the British trading
estates. The Company developed two estates, one on
the outskirts of Karachi, and the other at Hydcrabad,
100 miles north of Karachi. Its efforts were spurred
by the need to provide work for the large numbers
of refugees who had entered West Pakistan after Partition,

To help in the establishment of the Karachi estate,
the Government gave 4,000 acres of land (1,618 hectares)
free of charge. and extended a loan of 4.6 million rupees
(%966,000) at 4 per cent interest, to start the improvement
work. An area of 1,500 acres was subdivided to accom-
modate 300 factories. Improved sites are offered for
rent, for periods of from five to ninety-nine years. The
basic rent is currently 736 rupees per acre per annum
(%159), a figure cakulated on the basis of the total
development cost, estimated to amount to 30 million
rupees (%6.3 million), spread over a period of twenty
years. The rest of the land is allocated as follows: roads,
railways, administration buildings, warchouses and
public amenities, 700 acres; housing for the workers,
900 acres; the balance of 900 acres is held in reserve,
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By the middle of 1960, ghout ° mulion rupees had
been spent by SITE on INprovement
work. including 55,200 Ssurre feet (528 square metres)
of ™ model factories " ynd 202050 square feet {INT70
square metres) of go-downs and warchouses,
for cach of these two ty pes of projects. of about |
rupees. A total of 447 plots had been allotted to tenants
324 factories, most of them built by the tenunts, were i
production; the rest of the factories were bemng
ted and were evpected to be operatimg by the end o
the year. About 50000 workers were bemg cmployed
and average employment per Lactory was 154, When
all 500 planned factories hive been built, total employ -
ment will be about 100,000,

Of the 447 enterprises, 128 are textile
engineering plants: 35, chemical and
plants producing about 2§ per cent of the vountry ‘s
requirements; 18, oil uand saap - factories; 15, food-
processing industries: 14, plastics factories, producing
all the country’s requirements and cxpaorting abroad:
8, paint and varnish fuctories: the 128 others nclnde
steel re-rolling mills, leather, rubber, glass and cigaretie
factories, car and appliunce assembly  plants, optical
goods, cosmetics and other factories.

and descelopmen

dUa Ccost,
I mindion

CONSt e

mills; {01,
pharmaceutical

SITE manages the estate through & Board of Directors
of seven members, fonr of whom are nominated by the
Government and three clected by the temants. The
Managing Director is a government official, The Com-
pany is run on a * no profit. no loss ™ basis, Only o
limited range of services is provided. Development of
two other estates near Karachi is under consideration.

The Hydcrabad Trading Estate was founded in 1952,
It includes 1,264 acres of land (511 hectares). of which
336 acres (217 hectares) are allocated to factories and
the rest to houses for the workers. As of 1959, 3 milhon
rupces had been spent on improvement and develop-
ment; total expenditure will amount to about 5 million
rupees (%2.4 million)

In 1959, twenty-hive factories were erected on 194 acres
of land and ninc others were .ander construction on
thirty acres. Sites are rented at a hasic rate of 750 rupess
per acre. The industrics include nine textile mills, five
engineering concerns, two tanneries, soap, ol and flour
mills, and other light manufacturing  establishments,
Sixteen acres are reserved for handicrafts.

Development of the estiite was hampered by difliculties
in providing utilitics - in particular water and clectricity
inadequate drainage, and shortage of housing,

In East Pakistan, construction of sixteen estates for
small industries in rural and urhan arcas is provided
for in the second five-ycar plan. Six estates are to be
set up during the fiscal year 1960 61 at Syihet, Barisal,
Mymensingh, Khulna, Rajshahi and Pabna. Admission
will be reserved to industrices supplying agriculture,
processing agricultural products and other indigenous
raw materials, producing essential consumer and producer
goods  using imported as well as domestic raw mate-
rials - and handicrafis.

The estates will provide factory buildings and a full
range of services. Construction of the factories will be
undertaken either by the Government through its depart-




ments and agencies. or by CO-OPCTUlIve sodicties  or
private compamies. bactory units will be offered tor
rent. hire-purchase or outnight sale. Improved plots of
kind miay be offered on the same conditions, s an
alternative,

Basic development costs are estimated at 2 million
rupees (x420.000) for a4 laree ostate: construction of
workshops, admmistration building. post office. bhank.
best-and centre and the ke will involve an additrong!

expenditure of 500,000 rupees. Improvement of a small
rural estate (abour 1en acres) s expected 10 cost one
million rupees. Capnial costs will be recovered over 4
perind ot ten year A small service charge will be levied
on cach Brctory uait 1o cover administrative costs and
techmeaal and other services,

Facloestate will teatare facthities Tor eviending technieal
ASSILINCC. semvice o management. COMMION  sery ice
centres and engmeerig workshops,




Chapter 3

THE ROLE OF INDUSTRIAL ESTATES IN

The foregoing review of the experience in both ad-
vanced and under-developed countries suggests a certain
number of remarks, some of which may be of interest
to ~ountries which envisage the establishment of indus-
trial estates as one means of furthering their industrializa-
tion. Since the experience is in many cases very recent,
particularly in the case of India. and little information
on achievements is available, some of the following
observations are put forward only tentatively.

Policies of industrial location and development

In most of the cases reviewed in this study, the establish-
ment of industrial estates has been used as an instrument
for the location aid development of industry either (i)
by local groups, public or private, with a view to promot-
ing local interests, or (ii) by Governments, in order to
further policies of broader scope.

The first aspect has been discussed in connexion with
the experience in the United States. and in laly prior
1o the 1957 law on the development of the Mezzogiorno.
This may provide useful data regarding organization and
operation of industrial estates, but contains few elements
which would contribute to the formulation of industrial
development policies making use of industrial estates,
The discussion in the following pages is thus confined
to the second aspect.

In most countries under review, industrial estates have
played a role in government [olicies aiming at the
same time at diverting industry from certain relatively
over-populated or over-industrialized centres, steering it
towards depressed or less developed areas of the country
and inducing and facilitating its establishment in these
areas; some policies also aim at promoting industry
throughout the country. The emphasis put on decentra-
lization, on the one hand, and industrial development
on the other, and the means adopted 1» achieve these
aims, vary from one country to another. It seems possible,
however, to distinguish four main types of policies.

(1) LOCATION AND DEVELOPMENT POLICIES
BASED ON INDIRECT CONTROL

Pol cies under this heading aim at inducing decentrali-
zation »f industry an. its development in certain areas by
offering it special advantages and facilities in these
areas. Industry may, however, establish itself anywhere
in the country. The policy adopted in the United Kingdom
before the Second World War in regard to southern
England and the Midlands on the one hand, and the
Special Areas on the other, and the policies recently
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INDUSTRIALIZATION POLI( S

miroduced 1in Mevico, Brazil and haly heton
category,

2an tha

The inducements consist of diffesenngl
regards plant establishment
devised, on the

advantapes s
and  openition they e
one hand. 1o facilitare investment, .
on the other. to raise profit expectations, The former
include provision of sites and factones in industrig)
estates or on individual tracis of lynd for sale or rent
on favourable terms, grants, and low-interest loans: the
latter comprise tax exemptions or abitements, reductions
in customs duties on certain imporied materials, reduc-
tions in rates of utilities or prices of suppiies and similar
concessions,

The comparison and evaluation of policies based on
such induccments is made difficuls by the multiplicity
of the factors involved  differences in national econo-
mic structures, varicty of the inducements and the fact
that many of them are offercd Jointly. In addition. the
areas differ considerably in size. gistance from the main
centres, type of predominant industry and other features,
The following considerations are, therefore.  offered
tentatively,

Industrial cstates will attract small and medinm-sized
industries, and will be especially effective when featuring
ready-built, general-purpose factories. General-purpose
factories, when properly designed, are suituble for 4
great variety of light industries. The cconomies of scale
resulting from mass construction are passed on o the
occupants, whether purchasers or tenants, in the form
of lower prices or rents, Renting a factory  even more
than renting a site  permits a capital cost to be con-
verted into an operational cxpenditure. and releases
resources for purchase of machinery and for working
capital, which is of particular importance in countries
where credit is scarce and interest rates are high. Leasing
-- instead of purchasing the premises abo reduces
the risks incurred by the industrialist, as he may more
eastly “ pull out ™ of dn unsuccessful venure, Wihile
this may involve some risk to the SPONSOT, expericnce
shows, for instance in the United Kingdom, 1that successlul
estates seldom lack applicants for vacant factories.!

Provision of grants or loans will enhance the appeal
of industrial estates mainly in respect of newly-founded
small companies with limited financial means.

As noted earlier, American and British observers tend
to minimize the value of inducements aimed at enhancing
profit expectation o1 lowering costs of production,
whether offered separatcly or in conjunction with sites

' In some countries, however, lease agreements are drawn 10
exiend over a period of years before altowing for cuancellanion




or factories inoindustrial ostates. 1t s true that some
ol these benctits have only a contimgent value, as they
may be tahen advantage of 0 shght degree. or even
not at all. Thus, protits before tav have to be large of
Ly exemptions or abatements are o be ot any use.
In general, newly-founded enterprises can seldom if
over make any substantial probts an ther first sears
of operation. and tax concessions may have expured by
the time profits begin to emerge. Thus, to Fe effective,
tax concessions should evidently ofler a large differential
advantage and be granted for a sutliciently long period.?
This consideration has. in Mexico, motivated the granting
of a twenty-five-year tax exemption to attract industry to
the *andustnal cities 7% The expernience of one of these
cities shows that even exeeptionally favourable advantages
of this type will not attract industry unless they comple-
ment efforts to develop markets and improve supplies of
materials or fabour in the area.

However. short-term tax concessions are easy 1o intro-
duce and usaally cost the public authorities which extend
them hittle or nothing; on the other hand. inducements
enhancing the ability to invest are costly and sometimes
involve substantial risks. For that very reason. tax
concessions are frequently offered with small variations
by competing communities. Such competition may not
affect their appeal to loczl investors, but may diminish
and sometimes cancel out their attractiveness as far as
industrialists from other regions are concerned.

Finally, it appears that, while investment in infrastruc-
ture facilities is not per se an inducement in regard to
location and establishment of industry, programmes for
setting up industrial estates can be fully etfective only
when integrated with basic development plans. As was
pointed out earlier in the present study, the measures
taken recently by the ltalian Government for the indus-
trialization of the Mezzogiorno arc (o a large extent
motivated by this consideration,

(2) LOCATION AND OEVELOPMINT POLICIES
BASID ON DIRLCT CONTROLS

The objectives outlined above may be achieved by
adopiing measures which are in the nature of direct
controls. Under such a policy, all plans to establish
new industry in any part of the country must be ar proved
by the central authorities. The post-war policy of the
United Kingdom the only country applying such a
policy practically excludes new industry from such
regions as the London area and the Midlands, and
leaves it little choice but to settle in less industrialized
regions or to move to the Development Areas, the
Development Districts. the New Towns or Northern
Ireland. The choice that industry can make between these
areas and locations within them may be further limited
by requirements for certain types of raw matcrials,
transportation, labour, or uaccess to certain markets.

Even under such a policy, the need for special induce-
ments is not entirely climinated. Although external eco-
nomics and complementary industrial facilities have been

* The degree of enforcement of taxation s also i tactor.
© A simlar coneession s granted i treland. The 1ype of policy
in foree i Puerto Rico s discussed below,

'l
I

developed an the Development Arcas as a result of
fifteen Uy twenty-five years of special efforts, supply of
focthies and services by the Board of Trade and the
trading ostates corsorabons stult appears necessary for
attracting andustry . fnducenents such as tax concessions,

grants. loans and offers of ™ advanee 7 factories . which
were extensively made use o the pre-war period
do not appear to be required any more in the evel-
opment Arcas. Some of them are, however, judged
necessary in Jocahities and regions, such as the Devel-
opment Distrnicts and Northern lreland, which are econo-
mically at a greater disadvantage than the Development
Areas,

Generally speaking, there appears to be hittle justifica-
tion for applying a poiicy of direct control of industrial
location in under-developed countries where nation-wide
development is wanted. It i true that, even in such
countries, certain regons are still less developed than
others, and a better geographical distribution of indastry
is desirable. However, in view of the generally limited
mobility of capital and manpower tn most under-devel-
oped countries, especially in the Lirge ones, controls
over the location of private industry may generally be
difficult to implement. In smaller countries with unba-
lanced regional development, controls based on building
licences, provision of industrial estates and measures to
facilnate mobility of capital and, if necessary, of popula-
tion, might be effective in some cases.

(3) INDUSTRIALIZATION POLICILS BASLD ON INDUCEMENTS
TO INVESTORS FROM ABROAD

As mentioned earlier, few under-developed countries
have adopted development policies based principally on
inducements to investors and entrepreneurs from abroad,
though all countries make some efforts to attract foreign
capital,

In the case of Puerto Rico, it is difficult to differentiate
between the respective inducement value of tax exemp-
tions, wage differentials and industrial estates, but it
is likely that, in view of the special economic and poli-
tical links between Puerto Rico and the United States,
the first two would have attracted industry even in the
absence of the third, though perhaps at a slower rate.
In countries attempting to attract investment in industry
from foreign sources, a combination of these incentives,
particularly of industrial estates well adapted to the
requirements of forcign manufacturers, and of the
requisite basic facilities, might be useful, assuming of
course that tie industrial estates are part of an integrated
government policy aiming at making investment by
foreign nationals sufficiently attractive.

The role of industrial estates in facilitating dispersal
of industry throughout Puerto Rico has been noted
carlier,

{4) INDUSTRIALIZATION POLI0 IES BASE.) ON PROVISION
Ol INTLGRATID MLASURIS OF ASSISTANCE

India is the only country where industrial estates have
been used consistently as a ool of promotion of small-
scale irdustry within the framework of a national policy
of industrialization, The Government's objectives in




establishing idustrial estates are not so much to divert
industry from large urban centres and induce 1t 1o move

10 certain areas though this objective 1s also present
in the minds of the sponsoring authoritics 4 10
promote and assist small-scale industry throughout the
country. As is well known, small industry has limited
mobility, and the Government's efforts on its behalf
tend principally towards mobilizing financial resources
and stimulating centrepreneurial imitiative at the local
level. Hence. the nation-wide establishment of industrial
estates with special emphasis on small towns and
rural areas and provision of measures of assistance,
also on a nation-wide scale.

The Indian industrial estate integrates all or most of
the facilities devised by the Government to encourage
the establishment and growth of industry and improve
productivity provision of mnsancial and technical
assistance, procurement of machinery, supply of raw
materials, marketing, training of manpower and the
like. Moreover, it is designed to encourage the develop-
ment of relationships of interdependence and comple-
mentarity among the occupani. inter-trading, intcr-
servicing, and formation of co-operative organizations.
It is also expected that, in some cases. relationships
will be established between some of the occupants of
the estates and neighbouring large industries in the
form of subcontracting arrangements. This integration
of measures on behalf of small industry makes the Indian
industrial estates programme by far the most ambitious
undertaken so far by any under-developed country. It
also makes it a costly undertaking, since expenses for
provision of a variety of government services are to be
added to the outlays on site improvement and factory
construction,

Some of the difficulties which have been experienced
in carrying out this programme may stem precisely
from its ambitious scope. As the survey team's report
referred to earlier points out.* to develop industry in
rural areas is not an casy undertaking, especially in the
conditions prevailing in India. It may take a long time
before estates located in rural areas are fully occupied
and, above all, before satisfactory levels of productivity
and quality of production are achieved. Other difficulties,
such as delays in building, supply and marketing, and
lack of technical assistance, will no doubt be overcome
as the programme — now barely three ycars old —
achieves maturity,

L ]

Industrial estates can also play a role in policies or
programmes of a narrower scope. They may be a suitable
device for developing large-scale industrial complexes,
including heavy and light industries of all sizes, centred
on major projects such as ports and airports, railroad
junction points, reclamation schemes. power plants, oil
refineries, steel mills, or cheical o1 electrochemical
plants. They may be an important tool in urbanizaticn
policies tending to achieve industrial dccentralization
together with planned concentration on selected sites:
in particular, they may be a useful adjunct in urban
renewal and slum clearance projects. They may also

4 See page 22.
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be used. asin Nageria, s
for smalt indusiries.

nureries 7 or taonine sropnd

Trpes of estates

tthas been seen that mdustrial estates can be ctabhished
I many forms and provide o varichy ol \n
industrial estate can be the wenire of an Cimdinstral
cty 7 oor ol an arca of industrigl developmen o
a modest cluster of sinall mdustries and bandiorgfis m
a rural locality. It may be g landscaped ™ park 7 o
utihtarian ™ tract ™. It may be zoned for heass or highy
industrics. or both, or resenved  Tor certain spevitic
industrics or ancillary enterprises working as subconrgc-
tors for large concerns. It may  oifer improved sites,
custom-built factories, or general-purpose Factones, or
any combination of these features. It may provide a
variety of services affording cconomy and comenience
to the industrial occupants canteens,  dispensaries,
banks, building maintenance and services 1o rase
their productivity, improve the quality of therr products
and lower their costs of production.

Estates of all these types may serve useful purposes
in under-developed countrics, as well as in developed
ones. However, certain types may be particularly appro-
priate to the conditions and industrialization policies
prevailing in under-developed countrics. In keeping with
the approach adopted in the present report, this question
is discussed below from the standpoint of economic
planning.

As already mentioned in connexion with the Indian
industrial estates programme, consideribly more econo-
mic planning and research than in developed countries
would in most cases be required for establishing industrial
estatcs in the under-developed ones, particularly when
the estates are intended to promote industrialization in
rural districts.® The choice of location and determination
of size and type of industrial estates in under-developed
countries would in general involve surveys, in alternative
localities, of already existing industries; of new industrics
whose establishment on the estates would be both
desirable and feasible: and of the availability or accessi-
bility of facilities for promoting and assisting industry
this, in addition to the usua! surveys of availability of
labour, raw materials, power, water, transportation and
other prerequisites.® In the light of these surveys, estimates
would be made of the type and size of the estate: the
type, size and number of factories and other buildings,
common facilities and amenities; if necessary, the equip-
ment to be installed: and the building and development
costs involved.

As a rule, the degree of advance planning required
will be in inverse relation to the level of cconomic develop-

SUTA IS

» See pages 20 and 22 It will be recalled that atthough 1he
majority of the Indian industrial estates were 10 be establshed 1n
rural arcas, only * preliminary sarveys of very lined haracier
were, according to the team on industril estates, catned ol n
advance. It is probable that the lack ol thorough advance planning
was duc in part 10 the fact that only a few o The surveys recoan-
mended by 1he Plannaig Commission of the Government of Tndia
were completed By the Sivall-saale Tndusinies Board an the e
development ol 1he estates began. Also, thore was g dose 1o
expedine implementanion of the projects

5 This question s discussed 0 more detan i appendin 110
vhapler 4.



ment of the sclected area. As will be seen below a
technical assstance team sem by the United States
International Cooperation Administration to estubhish an
industrial estate in g country at a very carly stage of
industriabzation came to the concluson that advance
determination and detailed planning of a/f the industries
1o be «t up on the estate were necessary if the project
was 1o be successful. Within the range between such
estates and the more or less ™ speculative ™ ones prevail-
ing 1n the developed countries. a certain number of
intermediate types are possible. The five types described
below. which are classitied according 1o the type of
facibues provided, scem to be suitable for under-deve-
loped countries or arcas at different levels of industrial
development.

(1) A fully plamed estate of the pe just mentioned,
with ™ custom ™ factories designed for selected indus!tries,
Such an evtate might be the only one appropriate for
a rural arca where opportunities for industrial develop-
ment are limited and where entreprencurial initiative is
unlikely to manifest itself spontancously.* A complete
* blue print * would evidently ensure a rational tomposi-
ton of industries and good operating  conditions, as
local potentialities and needs would be thoroughly taken
into account. On the other hand. the lack of flexibility
of a fully-planned small estate might have some disad-
vantages: for instance, if planning errors or managerial
failures forced one of the industrics to shut down,
expensive remodelling  might  be required to fit the
vacated * custom ™ factory to the needs of another
industry. Since such an estate would as a rule be small,
ity planning, construction and operation would be
relatively expensive. No country  has yet established
an estate of this type.

(2) A larger estate including both * custom ™ factor:es for
a certain number of selected industries and general-pur pose
Jactories built in advance of demond. The * custom "
factories would be the first to be crected: they would
be built for industries having special plant requirements
and presenting a particularly high priority both from
the standpoint of general economic needs and from
that of the further development of the estate. In parti-
cular, priority might be given to industries judged
necessary to the establishment of other industries on
the estate  for instance. a building materials lactory
or to their operation - for example, a foundry. Custom-
built factories might also be necessary for the cstablish-
ment of large or medium-sized industrics; standard
factories would normally be designed for small-scale
light manufacturing industries.

Although not tested so far, this lorm of organization
would seem to commend itself oy combining full planning
in the initial stage - where the greatest difficulties are
usually to be met and where the impact of success or
failure may be decisive — with flexible, though controlled,
development in the future. Such an estate would seem to
be appropriate both for a centre where some industry
is already established and for an undeveloped locality

- See appendix 1 10 chapter 4
* The question whether establishment of estates in such areas
ts Justified s discussed betow.

where a sustained process of industriahization s likely
to be induced.

(3) An estate of the Indian tyvpe. featuring only general-
purpose fuctories of various sizes. These may range from
divivble ™ nest 7 factories providing workshop units for
handicrafts and very small establishments to full-fledged
plant for small-scale industries. Such an estate is suitable
for urban and rural local:ities with good prospects for
industrialization. If necessary, the industrial composition
of the estat2 could be influenced by selective admission
procedures and even by special inducements 1o selected
industries.

(3) An estate offering general-purpose factories. improved
sites and - custom-built factories, including, if need be.
medium-sized or large plants. This type of estate, which
is similar to the British trading estate of the pre-war
period. would allow for maximum flexibility in organiza-
tion and use of land and in the services extended to
industry. It might be particularly suitable for large-
scale industrialization projects.

(5) An estate providing only improved sites. Establish-
ment of such an estate in or near a lurge urban centre
may frequently be a sufficient incentive to the formation
of industrial undertakings and the relocation of existing
ongs,

Location of industrial estates

It has been seen that, in accordance with a recom-
mendation of the Planning Commission, the majority
of the industrial esiates in India have been established
in small cities, with a view to promoting the industrializa-
tion of rural arcas and averting further concentration
of population in large urban centres. In spite of this
recommendation. a certain number of estates for small
industries have also been established near large cities.
Two of them - Okhla, near New Delhi, and Naini,
near Allahabad - seem to be ** model * estates designed
to provide guidance for the development of estates in
other areas. The location of the other estates may have
been decided upon because of especially favourable
industrialization prospects.

It is already apparent from the present study — and
it will be further stressed in another chapter — that
industrial estates arc an effective tool for the promotion
of small-scale and mediuri-sized industries, Their effec-
tiveness, however, is to a large extent related to their
location. Favourable prospects for industrialization do
not depend only upon the availability of such factors as
manpower, raw materials, transportation, utilities and
markets. These may exist in small towns in rural areas
as well as in large urban centres. They depend also upon
the possibility of mobilizing local capital and entre-
preneurial talent and initistive. This is evidently much
casier to achieve in the large cities than in rural areas
where pioneering efforts are required to induce — and
then sustain — major changes in economic activities,

However, the establishment of industrial estates in well
selected rural areas and provision of integrated technical
assistance facilities may constitute such an effort and may
open development prospects which would not otherwise
have been revealed.
estates is likely to

fhe rate of development of such
be slow. It may take a long time
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before an assessment of this aspect of the Indian expe-
nence become possible.?

As alrcady noted. there are indications that the seope
and speed of development are greater in some of the
estates located near large Indian cities. This appears to
be corroborated by the experience of other Countnies,
developed or under-developed. where estates have been
set up in rural as well as in urban localities, '?

This suggests that where the goals of industrialization
do not conflict with other aims, in particular with social,
political or strategic ones, they might best be achieved
by encouraging scttlement on estates located on zoned
sites 1n or near urban centres. If tendencies towards
industrial concentration can be definitely ascertained in
such localities, estates providing only improved sites
may be sufficient to induce an inflow of manufacturing
enterprises. The sites might be offered for rent or sale
at cost or even at a reasonable profit, so as to minimize
the cxpenditurc involved and shorten the amortization
period. The expericnee in developed countries suggests
that industry is willing to pay market prices for sites
in metropolitan areas; this may also be the case in the
less developed nations. If, however. a faster rate of
development is desired, general-purpose factories might
also be made available. Estates in such locations may
be suitable not only ijor small industries but also for
medium-sized and large plants. Provision of financial
and technical assistance would be particularly needed in
estates dcsigned for the former.

Metropolitan industrial estates would also have the
effect of regulating the inflow and local development
of industry which, in such localities, often takes place
in a disorderly fashion. Also, they might be a desirable
counterpart to urban renewal programmes, in particular
slum-clearance projects. In under-developed countries,
industries are frequently established in squalid city
districts; if displaced by slum clearance, they may
legitimately claim compensation and measures of assis-
lance, particularly relocation. Provision of sites or
factories on industrial estates or both would avoid
destroying the productive capacity involved.

For a variety of reasons, attempts are often made to
discourage hypertrophic growth of industry in metro-
politan centres by means of indirect controls of the type
discussed earlier, and by zoning and planning regula-
tions. Measures to divert industry and enforcement of
zoning ordinances may not always be eflective, and
industry may continue to flock in and further add to
overcrowding and other ills. A realistic solution might
then be to set up relatively inexpensive industrial tracts
in suitable outlying areas. Neither ready-built factories
nor special advantages or services would be provided,

* Scasonal migrations of agricultural workers to industrial
centres take place every year in India. Establishment of industrial
estates in rural arcas would, among other things, contribute towards
stabilizing their population and preventing periodic overcrowding
of urban centres.

1t may be observed that in the United Kingdom, where the
object of establishing industrial estaies was to promote the growth
of industry in the Development Areas and to check it in the already
industrialized centres, important clusters of eslates have been sct

up around some of the main cities in certain Development Areas
a,d in Northuern Ireland.
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Policy of admission

An issue which is to some extent connected with that
of location is whether admission to industricl ¢states
should be confined to newly-Tounded firms, In the deve-
loped countries, the question of whether a ™ prospect ™
for a site or factory in an estate is a new lirm or an
existing one wishing to shiftits place of business is usually
of little concern 1o the developers. In under-developed
countries, this question  which arises mainly in re-
spect to industrial estates located near large urban cen-
tres — presents a certain importance.

It has been noted earlicr that, in the estates situated
near large Indian cities, relocated industries were more
numerous than new ones. This was deplored by the
survey team which investigated several of these estites,
The team did not explicitly recomamend granting exclu-
sive admission rights to new industry, but indicated a
preference for giving it priority and preferred  treat-
ment." In particular, it suggested reserving to new
plants the benefit of subsidized rent the only spe-
cial inducement used in India in connexion with indus-
trial estates. As to the location of the estates, the team
did not oppose their establishment in or near large cen-
tres, but expressed a preference for setting them up in
small towns, in spite of difficultics which it anticipated.,

A morc extreme position s adopted by the developers
of the Guindy estate, located near Madras. where
admission is reserved to new industry manufacturing
certain types of products with the aid of modern machi-
nery and power.!?

The rationale of an admiswion policy dicriminating
against existing enterprises would scem to be that indus-
trial cstates should serve to naximize production and
employment and that this would obtain i priority of

" See also the recommendation of the All-India Saninar on
Industrial Estales, foomote 16, chapler 2.
1t See page 25.




ovcupation or exclusne nights were gisen o newly-
rtablished irms or extensions of existing ones,

It may not be advisable, however, to base admission
pehaes on this criterion: FYores are generally made to
improve the productivity of existing induosirres, Hos to
be considered that some of the benctits provided in
industnat estaies technical assistance. common
vices, healthful surroupdings and a4 generet condi-
tioa that up-to-date machinery be imstabied would raise
the productivity, the productive capaaity and sometimes
the ¢cmployment of relocated firms. It might be prefer-
able to adopt 1 less nigid pohicy of adnission in respect
of custing firms based on the consideration that the
results expected from ndustnial estates should be com-
mensurate with the offorts and costs involved in their
(stablishment. Admission poficies would thus vary with
the type and location of the estate. On the more costly
ones  these providing  general-purpose  factories for
rent and a varicty of services giving a high priority
to new establishments might be justified on the grounds
that the cconomic gain to the community which would
result from purcly re-housing operations would be 0o
smadb i regard to the large development costs supported
by the community. On less expensive projects indus-
tuial estates or tracts providing improved sites for sale
or rent at market prices - there would appear to be
litthe justitication for denying admission 1o existing
concerns  local or from outside - which would qua-
hfy under the estate’s rules and regulations.'? Moreover,
as mentioned in the preceding sectien, industrial cstates
may play a useful role in rehocating industries displaced
by urban renewal programmes.

As 1o the estates established in small towns and rural
arcas. demand for premises is likely to come principally
from newhy -founded firms: admission of qualified iocal
concerns might be advisable, not only on economic
grounds, but also because their co-operation would be
meeded to ensare the success of the project.

~er-

Industrial evtates and ** secondory *° growth

An sue related 1o son ¢ extent to the problems dis-
cussed in the preceding sections arises in connexion
with the * secondary ™ growth cffect due to the existence
of an industrial estate, as illustrated by the case of the
Rajhot estate in Indii, reported earlier. Because of in-
adequate or unenforced zoning and planning regulations,
a haphazard development of an industrial and housing
slum sone has taken place around the estate which
threatens to blight the neighbourhood. It can be presumed
that such a secondary growth was due to the effect of the
cxternal cconomies stimulated by the existence of the
industrial estate. If the surrounding arca had been zoned
and plarncd for business and residence and the regula-
tons ard restrctions had been enforced. this would
have jievented the businessmen engaged in  modest
underiakings, <uch as traders, caterers. artisans, work-
shep-owners and repairmen as well as the workers
emploved on the estate - from beceming “ squatters ”
in the area around the site. Instead. orderly settlement
by qualificd and fess ™ atomized ™ enterprises would

Y The gquestion of resirktne convenanls and other admasion
regulalions s beyond the scope of the presemt study.

have taken place. In many under-developed countries,
there are many smalt family enterprises disposing of
minimal resources for nvestment and working capital
and operating by makeshift. Though economicatly inef-
ficient. olten socially undesirable because of congested.
unsannary and unhealthful working conditions, such
enterpirses st make some marginal addition to national
imcome and employment. There are no ready answers
to such questions as whether enterprises of this tvpe
should, in effect. be prevented from going into business
under such conditions and. if so. whether alternative
opportunities for a hvelihood could or should be pro-
vided to the people concerned. Also. resources may
not permit industrial estates at some distance from the
aty to be built at the same time as houses for the
workers, Assuming that this could be done only if both
programmes were scaled  down, the question arises
whether the purcly economic objectives of increasing
output should prevail and funds be used only for the
former. Finally, again becau ¢ of limitation of resources,
there 1s the question whether an  otherwise desirable
programme of slum clearance would not create cconomic
and other hardships for the displaced individuals because
industrial and residential relocation could not take
place at the same time.

Fven the resources of the most advanced countries
did not prove adequate to solve all of these problems
simultancously or in short succession, as may be readily
observed in the history of any of their large industrial
centres. This is all the more true in the less developed
countries intent upon accelerating their industrial devel-
opment. Establishment of industrial estates on a large
scale will contribute towards achieving this objective,
but it will also be likely to bring a multitude of other
problems in its wake, the solution of which may neces-
sitate prolonged efforts,

lategration or co-ordination of industrial estates projects
with programmes of broader scope

Establishment of industrial estates, cither in large or
small centres, is not a substitute for an economic devel-
opment policy of broader scope. As an immediate
effect, an estate will concentrate industry in a relatively
circumscribed area. In the neighbouring area — township
or commune - it will also normally induce some secon-
dary economic growth - trade, transport, housing,
and perhaps schools, health services and other facilities.
Its * radiation cffect * is not likely to extend beyond
that area; as has been scen above, not all of the secon-
dary effects may be desirable.

It would be useful if i..dustrial estates projects in under-
developed countries were integrated or co-ordinated
with development plans or programmes at a iocal or even
regional level. The experience gained in the British
Development Areas, the proposals made in Italy for
the establishment of broad economic development
regions in the South and the recent decisions of the
Ialian Government concerning the * areas of industrial
development ™ '* suggest that industrial estates should

"4 Some other imphications of the Italian Government's deci-
sons are discussed in the following chapter.
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be planned. i any given locality, having regird to the
resources and needs ol the surrounding area, and that
the creation of o special agency. or a co-ordinating
body. having jurisdiction over this arca would be desir-
able: such an agency would plan or co-ordinate the
over-all development of the area.

The arca would be mapped out taking mio conude-
ration such factors as population density, present and
potential resources and trade prospects within the arca
and between it and other parts of the country, It might
cover a town and suburbs or 4 much broader territory,
but, since it would be defined as an economic unit, its
boundaries would not necessarily coincide with those
of administrative subdivisions.

The agency provided. if necessary, with subsi-
diary bodics - might be organized in a variety of ways
and might have different functions. It might take the
form of a British trading estaie company, an lalian
" consortium ", an industrial development corporation,
or it might combine features of these or similar
institutions,

Its functions in the field of industrial development
might useully include, besides construction of industrial
estates, provision of individual sites for industries which
cannot be given accommodation in the estates - for
example, heavy and * obnoxious ™ industries — and of
group sites for enterprises which can forgo the estates’
facilities and services.

The agency would also be empowered to provide, or,
at any rate, co-ordinate provision. of, * infrastructure "
facilities to support industry, such as power, water
supply, roads, housing and the like.'®

Integration of plars for the establishment of indus-
trial estates with town an< country plaaning programmes,
particularly regicial planning programmes, would be
of great importanve. Such integration would be a pre-
requisite for launching large-scale programmes of
establishment of industrial estates.

Industrial development would thus be more diver-
sified and beiter balan ‘ed geographically: more employ-
ment oppo. tunities would be created, and better control
of the secondary growth induced by industrialization
would be achieved.

Intemsive or extensive industrialization policies
and programmes related to the establishment
of induntrial estates

The problem discussed in the following pages is
waether it is preferable to promote the development of
a few very large industrial complexes in certain appro-

'* The costs of * infrastructure " may be important. According
1o the Ralian study referred to earlier, they may increase more
than in proportion to the size of the population centre in which
the estate has been set up. This conclusion, hovever, does not
appear to be corroborated by preliminary investigations made in
other countries by other research agencies, in particular, by the
Netherlands Economic Institute of Rotterdam. Further studies of
costs of social fixed investmems required tor industriali~ation
and made necessary by it are thus urgently called for. Knowledge
in this field would be essential for planning industrial development,
particularly for determining the location of individual plants and
of industrial estates — taking full account of the resources and
potentialities of the host cities and surrounding areas — and for
guiding policies of balanced growth.
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The deesions taken in 1957 and 1960 have been
questioned by those who favour the altieraating of estah-
lishing a few furge * arcas of mdnstrial development ™
in certain strategic locations. Their view is that, among
the various localities that offer some prospects for indis-
trialization, there are a few which have the geographical
advantages and endowment in human and  natiral
resources which make them. in elfect,  development
poles * towards whicih industrial, trade and  service
undertakings will tend to gravitate rapidly and in farge
numbers.

In this view, scarce resources should be concentrated
on a few massaive industrialization projects, including af?
the required overhead facilities, centred on one or several
large industrial esta.es grouped in such locations, and
should not be scattered over numcrous small projects,
To use an expression recently introduced in the econo-
mic development literature, a ™ big push ° would be
more effective than a large number of small dispersed
efforts. An intensive industrialization programme of this
type would tend to maximize the rate of development
and sct in motion a sustained and cumulative process
of economic and social growth which would ™ radiate ™
over wide arcas. Industries and trades of all types and
sizes would be attracted to the arca in large numbers and
would serve not only local needs, but also national
and foreign markets. The farge rise in employment
would transform peasant communities into industrial
socicties. Development costs would be relatively low
owing to the considerable cconomies ol scale achieved.

Supporters of this view admit that networks of small
industrial estates would also induce some secondary
growth, but point out that this would take plice slowly,
on a narrow scale and in a circumscribed arca. Addition
to national product and employment would be small,
The market served by the new industries would as a rufc,
be strictly local. The over-all effect would be shight
against the high cost of developing small industriad
estates in many localities.

Considening the problem in a 1ore general context,
it seems that, in many countries, the choice between the
policies under discussion might be precluded or nar-




rowed down by the custence of structural rimdities
Thus, in a very smuli country, oran one with distinctive
geographic or chimatic features for cvample, a moun-
tarnous or desert fund or with a poor or unbatanced
resource endowment, the choce of Jocalin. otferimg
industriahization prospects would be hmued  ind  the
alternative between the pohaes under discusion would
not arise. An other countries where no such nigdities
cante the inability 10 mohilize and concentrate m a
single arca the farge financual resources and bring to-
gether the diversitied organizational and techmcal shifls
required by a very farpe-saale project might constitute
another structural hinutation,

On the other hand, the establishment of industrial
estates in rural arcas 1o promote cottage  and  very
smatl-seale industries may he considered  desirahle hy
some countries, since oven himited inereises in income
would raise substandard living leveln: % also. some
countries would Favour industrial decentralization as a
means ol decongesting large urhan arcas. even though
these might offer the characteristics of ™ development
poles ™ delined above,

Where alternative industrial estates programmes are
being considered. the choice will depend to u large
cxtent on relutive cost and return estimotes. One of
the creuments Hut forward hy those who advocate
intensive policies seems to be that while implementation
of large projects would invoive important investments,
unit investment costs would be minimized, and returns

in _absolute and wunit terms  would be maximized,
In projects of public interest such as industrial estates,
the costs would include not only direct investment in
fand. buildings and plant. hut abo overhead invest-
ments required by industry and made necessary by it.
and services of various type to he previded by public
authoritics to industrialists, workers and their Tanuhes,
The returns should be considered in terms of benelits
1o the community as a whole in the broad area surround-
ing the industrial centre: they weuld be measured not
only in terms of value of goods produced, but also of
number of jobs created. increase in income. and secon-
dary effects on trade. service and even agricultural
activities,

There s no evidence, a priori, that unit costs and
returns as delined above would be more favourable in
one type of project than in the other, Whether the prob-
lem is to choose between intensive or extensive industrial
estates programmes or between projects in the sane
category, the decision would largely depend upon com-
parative measurements of Teaubility, costs and growth
prospects. The elaboration of methods of evaluation of
industrial projects of public interest is needed if scarce
resources are to be rationally alocated among pro-
grammes  and  projects. The criteria developed  for
assexing industrial estates projects in southern Haly are
an unportant step in this direction, and further work in
this field is called for?

s discussion is to some extent paralleled by tha of capial-

mteasive  versus  labonr-intensive policies in United Nations,
" Caprial Entensity  in Industry in Under-dveloped  coantries ™,
Bulletin on Idustrialization and  Productiviry, Nov. | (Sales Now:
SK LR,

"l should be noted that adoprion of location and prospective
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To conclude. a few obsernvations might be made ¢on-
werning certam exsting unpkinned and planned indus-
tnal development arcas. The industrial zone ol Mar-
gherd (Vemeed. lthough not planned as an ~ area ™
has not only reached the hichet devel of industriah-
Zation ot cuasting zones in Haty, but s abso, according
o certam observers,™ the only one which has exerted
anamportant 7 oradiation effect T oon the surrounding
arci. This s explained  leavins aside such factors as
eflicient management. tramsport md - port facilities,
which ¢ust i a number of other zones hy the tact
that 1t s Jocated inan arca particularly favourable to
the expunsion oF ndustry and trade. The arca is linked
to the most industrialized and prosperous Halian region

the middle Po valley. Its population has been increas-
ing at a high rate in the last half-century. Economic
and social overheud investments have kept pace with
the arca’s development. Industries of all types and
sizes have been set up not only in the zone of Maghera
but vutside of 1t and an important market for finished
and intermediate products has developed. Marghera has
henefiied from this favourable environment and  has
been strumental in further improving it.

On the other hand. the British Development Areas
were hy no means natural * development poles ™ at the
time of their creation, but, on the contrary, depressed
regions. Their industrialization was induced by compre-
hensive planning and control, large support expenditures
for overhead and industrial facilities, and provision of
services and assistance. The need Tor support has been
declining as industrialization has progressed; self-sus-
taining growth in some of the Areas seens to be in the
offing.

These two examples illustrate the well-known fact,
alrcady stressed, that, in general, the degree of planning
and amount of expense will be in inverse relation to the
level of development of any given area or economic
sector. They suggest that it may often be justified to
leave part of the industrial initiative to private efforts
in geographical arcas or economic fields of * sponta-
ncous expansion ™ while subjecting them, if necessary,
to controls such as zoning and urban planning regula-
tions and to Tocus government intervention on the
areas and the types of industries where incentives are
needed. provided. of course, that minimum development
prospects can be ascertained. In the former areas.
government measures on behall' of industry such as the
creation o industrial estates might have the effect of
accelerating industrialization and  economic develop-
ment. It has been suggested clsewhere in this report
that. in such areas, relatively modest government efforts
mity sometimes be sufficient. Under certain circumstances,
however, it may be worth while to cxplore the potentiali-
ties of more intensive policies and programmes.

st and growth eriteria for industrial cstates projects involves
Inteerithon of these projects in the plins or programimes for broader
areas Siscussed i vhe preceding section, Such integration would
be requiced wherther the industrial oslate programme provides for
smill or large estares  rural or urban i single project or
d4onetwork.

" Associazione per o sviluppo dell’indusiria el Mczz0giorno
ISVIME 20, 1 probiema delle zone industriali in hana, by A, Moti-
marand o lurco (Rome), December 195K,
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Chapter 4

INDUSTRIAL ESTATES AS A MEANS OF PROMOTING SMALL

References have already been made in this study,
particularly in the section concerming the industrial
estates programme in India. and in the preceding chap-
ter. to the role of industrial estates as a means of promot-
ing small-scale industry. It has been stressed that indus-
trial estates may provide effective means of raising the
productivity of small enterprises, improving the quality
ol their products and lowering their costs of produc-
tion by furthering complementary and co-operative
arrangements among them and ancillary relationships
between them and larger concerns. and by supplying
them with a wide range of services  on 4 general and
an individual basis  and measures of assistance,

There is abundant cvidence that many under-deve-
loped countries interd to use the device of the industrial
estate primzrily for promoting small-scale industries,
In view of this, it has been thought appropriate to devote
part of the present study to this subject. To avoid dupli-
cation, this chapter focuses on certain questions dealt
with in the preceding pages in less detail than others,
although they are of equal, if not greater importance.

It is concerned with certain aspects of the problem of
technical and financial assistance to small enterprises
established on industrial estates. Such assistance is, more
than promeotion of complementary and co-operative
arrangements among occupants and more than provi-

sion of common fagilities, the decisive factor - if not
the prerequisite — for achieving success in developing
this weak and vulnerable economic sector.

Another subject of importance is that of the economic
planning involved in setting up industrial estates for
small industries. Some references have also been made
carlier to the type of planning required, especially for
estates in rural areas. It is difficult to discuss this question
in general terms, mainly because little information is
available on the procedures followed in planning such
estates in the few countries where they have been estab-
lished. It has been thought usefeul, however, to provide
material on two aspects of this subject; this is contained
in two appendices to this chapter.

The first appendix contains some considerations on
the terms of reference of an expert mission appointed
ander the United Nations technical assistance programme
to explore the feasibility of establishing an industrial
cstate for small industiies in an under-developed coun-
try. The advance planning proccaures illustrated seem to
be applicable, in their main lines, to other cases, and
may provide some guidance to the various national
authorities, to municipalities, provincial or state govern-
ments — as well as to technical advisers who may
undertake similar assignments.
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-SCALE INDUSTRY

The second appendin: contaims o e stady whe )y
lustrates the type of planning mvolved i ~eton
very small industrial estate g raral area anothe
under-developed country. It presents an outline of pro-
posals made by an evpert team of the Uinrted States
International Cooperation Administration Fhw propose |
estate is of the  fully planned tpe discussed in e
preceding chapter.! 1t is probuble 1hat estuces ot certam
other types listed in that chapter will be more froquentlty
set up than that under consideration. W nle their estabhing.-
ment will normally involve less thorough survevs, ot s
likely that methods of imvestigation and amalysis bsi-
cally similar to those described in this case would by
applied. In keeping with the approach adopted i the
present study. the discussion is more concerned with the
economic aspects of the subject than with the physical
planning. technicul and organizational problems involved.

Since the technical assistance operations referred 1o in
the appendices are, in one case, in progress and, in the
other, under study by the government concerned, the
names of the countrics, localities and cxperts have been
withheld  a detail which may not be essential since
the material is intended to provide an illustration of
planning procedures which, in their main lines, may be
generally applicable in underdeveloped countries,

ATTANN

ASSISTANCE TO SMALL INDUSIRISS
ON INDUSTRIAL ISTATIS

Technical assistance

Technical assistance o individual small industrics
scattered throughout under-developed countries or areas
raises a number of difficult problems. In a typical cuse,
an engineering expert goes {rom factory to factory, trom
one city or village to another. The time he may devotce
to each enterprise is limited and is usually employed in
making a rapid diagnosis of operational problems and
recommending remedial measures. Whether the pro-
posed remedies arc of an interim * stopgap ™ kind or
consi:t of long-range reorganization plans, further prob-
lems may be raised for the small industrialist which the
experts may not be able  for lack of time or compe-
tence - -to solve himsclf, though he might generally
provide some information and advice on the steps whicl
could be taken. For instance, a recommendation to pur-
chase certain pieces of machinery will ruise for the indus-
trialist a problem of linancing, which may be complicated
by the nced to secure foreign ¢xchange control author-
zations and import licences; installation of the macln-
nery may nced to be supervised. additional manpower

! See pages V1 oct oseo,










reeruted, and some <pecialized training provided to
W oas well as o eictng vmplosees. These problems
may often be exeeedingly ditticult or even insurmountable
for i man with witle erperience in administrative and
husiness procedures, small tinancial means and limited
decess 1o commercil wources of Emancing.?

Fyen il the expert proposes measares which do not
rise such problems and Ieves detailed instructions for
carrying them out, he may not be able 10 Tollow up
his recommendations, or may do so only after a fairly
long time. In the interval, his advice may be ncglected
or misconstrued and turther jssues may crop up.

To a large extent, these difficulties  which are not
always  present but arise Irequently enough  stem
from the structural weaknesses of small-scale industry.
They also result from the fact that teci.nical assistance
orgimizitions  national or international - have limited
resources which must be apportioned as ceonomically as
possible to serve a large number of needs. It is gene-
rally impracticable to provide a multitude of small enter-
prises scattered all over u country with lengthy, con-
centrated and costly help.,

An cffective means of overcoming the structural
weaknesses of small industries is to group them into
loint or co-operative organizations, snch as co-operitive
associations for production, procurement or marketing,
on a local or regional level. When sufficiently developed,
as in Japan, such associations, or confederations  of
associations. are able to et up their own technical,
training, linancial and other facilitics which, because of
their specialized object, may be quite effective. Yet,
the distunce between cnterprises and between them
and the  servicing  agencies  retaains a hindrance
to the operations of the latter, o it tends 1o reduce
their number, frequency and scope and to increase
their cost,

The grouping of small enterpriscs on an industrial
estate makes it practical and cconomical (o give them not
only sustained assistance but, in miny cases, integrated
assistance— a benelit that can seldom be extended to
individual  small enterprises  outside  of co-operative
organizations or industrial estates. If the estate is sutfi-
ciently large, facilities in such ficlds as engineering,
quality control, maintenance of equipment, munage-
ment (including administration, accounting and market-
ing) training (of managers, foremen and workers) and
finance can be included as an integral part of the pro-
et Certain facilities may be institutionalized in the
form of industrial extension centres, vocational training
centres testing luboratories or even technological research
institutes. Multiple assistance can also he provided 10
smaller estates when they ure located in arcas where
prospects of industrial development justity the establish-
ment of permanent assistance institutions to serve the
arda,

Availability or accessibility of assistunce facilities is
thus an important factor in selecting the location of
estaies in under-developed countries. Ditliculties in this

* See United Nations, ™ Financing of Seullscale Industries in
Under-developed  Countries ™, Bulletin on Industrialization  and
Productivity, No. 3 (Sales No.: 60.11.B.1).

respect mav, however, be expected i ruritl areas where
assistance is most needed. The renmoteness of the locations
and the small size of the estates would generally prectude
establiskient of permanent fucilities, and arrangements
shouk! be made tor periodic visits by teams of cxperts,
Ui suggested that the managers of such estates should
be carclully selected and, if necessary, trained to be able
to provide ~ome professional advice to the occupants,
at least on a *linst-aid ™ basis,® As will be seen in the
cise study contained in appendix T, it may sometimes
be necessary o hire wehnicians  nationals or loreig-
ners us members of the estate’s management team to
provide guidunce and training in certain basic lields to
all industries on the estate. While cumulation of mana-
gerial und technical responsibilities is generally inadvis-
able, such an arrangement muay sometimes be useful
at the launching stage, for a limited period of time.
The case study also indiczies that a few highly specialized
technicians may be needed. for periods of different dura-
tion, to fill certain key positions in some of the industries
established on an estate, 10 tide over the initial diffi-
culties and train counterparts and workers.

Group scrvicing would evidently be beneficial to both
givers and receivers, The time of technical advisers and
instructors would be more fully and more cconomically
utilized. Their work would not only be co-ordinated, but
co-operatively centred on solving different aspects of
the same problems. The implementation of their teach-
ing could be followed up and supervised over a period
of time,

Where  complementary relationships  exist among
some occupa-ts ol an estate, technical assistance v-ould
be simultancously extended to enterprises supplying and
using the products of each other. Such assistance — which
seldom or never takes place outside of industrial estates —
would be particularly ellective in improving the quality
and lowering the cost of both the intermediate and final
products involved.

Also, technical assistance could be given to would-be
entreprencurs o type of assistance which can seldom
be provided. Applicants for sites or factories could
reccive advice on choice of industrial activity and pro-
duct. selection of equipment, investment and working
capital requirements, prospective marketing and other
prerequisites.

The serviees of technical assistance organizations,
national or international, are provided free of charge.
This is fully justified since technical assistance opera-
tions benelit not only the recipient, but the community
at large. It is suggested, however, that, under certain
circumstances, fees might be levied for certain services

extended by national organizations to occupants of
industrial estates.®

* In Madras Staie, 1he rura) * industrial colonies ” are manage),
on a full-time basis, by engincers seconded by the state Industsy
Depariment,

* Complete ™ blue prints ™ for cerlain industrial activities might
hg prepared - even in advance of actual demand — by planners
of indusirial estates or lechnicat advisers, to stimulate the interest
of entreprencurs and ivestors and facilitate and accelerate occu-
pancy.

P tor obvious reasons, - his could under no circumstances apply

10 assistance provided ui der mubilateral, regional or bilateral
Jrrangements.
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It is 10 be considered, indeed. that the small indus-
trics on industrial estates are in a privileged position to
improve their productivity and income. Concentrated
technical assistance will be o major factor in achieving
this, 1tis generally recognized that the principal Tunction
ol technical assistance is a ™ pump-priming ™ one. and
that it should be allocated by priority to those who
necd it most and cannot alford to secure comparable
services on .1 commercial basis,

Thus, the principle underlying the Yaba estate in
Nigeria, which is, it will be recalled, a “ nursery ™ or train-
ing ground for small industries which must Icave the
estate after having reached a ccrtain development with-
in a specified nunber of years, might be transposed to
apply to the provision of technical assistance on inds-
trial estates of certain types. in particular, on large
estates near urban centres. What is suggested is not 1o
force an enterprise to leave, but to require it to pay for
certain services after it has made sufficient progress.
A discussion of the modalities of such arrangements
— which should be incorporated in the original con-
tractual agreement bitween the entreprencur and the
estate — is beyond the scope of this study. it may be
expected that successful industrialists would recognize
the value of the assistance received, and, when able to
pay for further services — for instance, when these
would bc needeu for carrying out a programme of
expansicn — would be willing to contract for them. As
to the assistance institutions, operations would be more
economical, more staff could be employed and more
ground covered, both in numbers served and in types
of operations.®

Also, services complementing those extended by
government agencies could be financed by the occupants
themselves, grouped in manufacturers’ associations or
co-operatives. An example of such an arrangement is
given in appendix Il in connexion with a proposal to
set up a voluntary quality control association among
occupants of the estate.

Financial assistance

Many of the problems in financial assistance to small
industries appear to find a solution when tiiesc are
grouped on an estate. The improvement in technology,
productivity, product quality and marketing outlets
which may be achieved by integrated measures of
assistance, common services, selective admission pro-
cedurcs, requirements of up-to-date cquipment and so
forth, tends to diminish the risk element and to make
worth while and even profitable the iequired financing,
whether from public or private sources. Reliable infor-
mation on the business and credit standing of the pros-
pective borrower may easily be obtained from the
management of the estate or other occupants. The
soundness of the project for which financing is requested
may readily be asscssed. Furthermore, the industrialist
may obtain the help of the management of the estate
for making the application for the loan, obtaining

¢ It should be noted that 1he services of technological rescarch
instilutes and certain facilities such as testing laboralories arc
usually provided on a paying basis — a1 commercial or subsidized
rates.
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temeign exchange authorizanons or naport heences,
taking other husmess or admimistiatinve stens, Nsaistane.
to industriahists i the held of accountune would ol
enhunce their chances of obtimimg loans tiom publhi
and commercil wending isttutions, Fhese advaintase, s
would be Tikely o offset the drawback that idust i lists
FENTING Premises on an ostate ave dess properis o ol
as collateral seeurity Tor a loan than owners of 1hen
business. The traditional recourse of small mdistviabisgs
to money-lenders, wholesale traders or velatinves cowld
be, il not obviated, at least appreciabh reduced . A
productivity and savings would mcrease. self“fineine
would become more important.

The application of credit schemes in the form of hire-
purchase plans  where these oxist for supphvaing
equipment to the small industries located on the estiste
would be suplitied since the need for financing could
be better ascertained and the use of credit could e
conveniently supervised.” Ownership ol efficient cqu.n-
ment should: facilitate the granting of credit Tor working
capital.

Some of the above-mentioned comsiderations lso
provide grounds for supporting projects for finuncing
the basic investment in industrial estates. A properly
planned estate managed by competent administriators
and occupied by qualificd and well-serviced and assisted
industries should be considered by lending institutions,
including commercial banks, as a sound business propo-
sition presenting a minimum of risk. In view of 1he
scarcity both of financial resources and ™ hankable
projects - - especially those concerning small industry
in most under-developed countries, it might sometimes
te justified to expect, when planning the establishment
of industrial estates, that part of the basic investment
would be subscribed or lent by private domestic finan-
cial institutions, the balance being financed by govern-
ment or even private groups. As it is likely, however,
that commercial banks and private groups would rather
follow suit than pioneer in an untried venture, the first
cstates should pretcrably be entirely financed with public
funds.

It was because of the impact made on the small
industry sector by the Indian industrial estates pro-
gramme that the Government of that country decided,
in 1960, to facilitate the financing of estates by private
agencies. Some claboration of the few indications given
carlier * may be of interest.?

In view of the increased demand for new industrial
estates in all parts of the country, the Government
decided, on the basis of a recommendation of the Small-
scale Industries Board, and in consultation with the
Reserve Bank, to empower state governments to extend
guarantees for loans by banking institutions to private
agencies set up to establish industrial estates,

* Ser Uniled Nations,  Hire-purchase Loans for the Mecham-
zation of S:qaall Indusiry ", by . 1 Sicpanck, Bulletn on {.xdostra-
lization and Productivity, No. 1 (Sales No.o SKIHEB Y

* See page IX

* Central Small Industries Organisahion, Minstry of Commerce
and Indusiry, Government ol India,  Indhstrial | stares Pro-
gramme and Progiesy (New Delh, Septamber 1960), pages 20 and
4] to 4.




W a certain number of small industries form 4 priviate
fomt-stock  corporation or a co-operative soviety and
raise, as share capitat. one-fourth to one-third of the
amount required in the case of a private corporation,
and one=sinth to one-lifth in the case of a co-operitive,
the balunce ol the funds required for construction nay
be advanced by credit institutions  commercial banks
or co-operative centrab banks. Louns by commercial
banks witl be made againet security of fand and fue-
tory sheds, with the guarantee of the state government
concerned. provided this does not affect adversely the
linanciat position and hiquidity of the binks. Loans by
co-operative central banks will be guaranteed provided
the co-operative industrial ¢ tates societies are registered
under the Co-operatin
repayment of the loans will extend from seven to ten
yeirs. Loans will be at normal rates, as the Government
comsiders that there is no need o subsidize the rates
ol interest. Counter-guarantees may be obtained by the
state governments for the full amount of the loans
guaranteed by them, in the form of security given by
individual participants in the corporations or co-operi-
tives to the extent ol their holdings in the share capital,
of mortgages on land and buildings, or other forms
which miay be deemed necessary. Care will be tanen to
ensure that estates proposed by private agencies con-
form to approved technical and linancial standards and
norms in regard to plans and layouts.

Societies Act. The periad ol

The Government supgested to the state governments
that at least six such estates might be organized in cach
state during 1960 61: the state governments may encou-
rage the estublishnent of a larger number during that
year 1 there is proper response [tom private entrepre-
nenrs snud co-operative societies aad if the proposals
are Tound to be feasible.

Fstablishment of private industrial estates s encou-
raged cven o arcas where estiates set up by the state
government exist. More than one estate may be set up
i the same tocahty, provided there s local demand ind
need for it However, state governments are invited to
see to b that at deast one estate included in the state
plan and directly financed by the state is put up in each
district. preference being given 1o economically under-
developed o1 backward areas of the state. The Ministry
of Commerce and Industry is to be kept informed of
the progress of these schemes, 't

"o the derms stipudated by the Government for financing pri-

ville or co-operalive industriad estites were judged 10 be inade-
quate by The Ali-tedia Seminar on Indusinial Faiates. The Seminar
recommended than, Tor private esiales, 1the Governmenl should
advance as a loan tour-litths of the amount required, the period
of repayiment being Iweniy years, and the tirst instalment being
wue as trom the fourth year of disbursement of the loan. For
CO-PEnHIve estates, it recommended government loans amounting
1o nine-tenths of the amount required. and a similar repay» nt
period and date ol Aest instaliment payment.




Appendix 1 to chapier 4

PLANNING OF INDUSTRIAL ESTATES — EXPLORATORY SURMEY

CONSIDERATIONS ON 111 TERMS OF RIDERINCE OF A USTHD NATIONS 15CHNIC AL ASSISTANGE AISSION

TOR THE ISEAMILISUMINT O

At the request of the Government of i under-developed coan-
try.* the Burcau of Technical Assistance Operations of the United
Nations Department of Bcononue and Social Atfaies imtiited o
project for establishing an industrial e-tate for small-scale indus-
tries. The project is to be carrica out, in principle, 1 two stages:
first, a short-ternt exploratory survey by one expert; and second,
if and as recommiended by this expert, a detailed planning of the
estate on the selected location, by a tcam of specialists sent for a
langer period. Only the tirst stage of the project will be discussed
in this appendix, in the form of some ¢onsiderations on the terms
of reference of the expert. These notes are part of the bricfing
material prepared for the expert. An oexample of operations at the
sccond stage is given in appendix 1,

The expert’s * job description ™ s s follows:

" The experi 1s expected:

* 1. To undertake an exploratory investigation with a view
ta advising the Government on the establishment of an industrial
estate for small-scale industrics;

* 2. Speciucally, to cansider one ar more possible ulternative
locations, and prepare a iist of industrics which might be located
on the industrial estate in the light of the proposed industrial
development of the area, availability of labour, raw materials,
power, water, transportation and other supporting fucilitics;

* 3. To make preliminary estimates of the size of the estate
and the type, sizc and number of factories and other buildings,
common facilities and amenities and, if necessary, the equip-
ment to be installed, and of the building and development
costs involved. He will also prepare estimates of the cost and
riethod of finaxing,

* 4. To make, as required, recommendations concerning the
further implementation of the project, as well as recommenda-
tions concerning the necds for further technical assistance
from the United Nations.”

The terms of reference indicate that four main types of techno-
economic surveys would have to be carried out in each alternative
area in respect of the following:

(i) Existing indust-ies;
(ii) New industries whose ¢stablishnient on an estate would be
both desirable ai.d feasible;

(iii) Availability of labour, raw materials, power, water, trans-
portation and other utilities,

(iv) Development, construction and installation costs,
financing and technical assistance requirements.

The number of localities where the surveys would be carried
out would usually be narrowed down by a preliminary decision,
or expression of preference, by the Government. As has been seen
earlier in this study, the choice of locations — in particular as
between urban and rural areas — reflects different policy decisions
as to the role assigned to industrial estates. Howvever, the explo-
ratory mission might gain in effectiveness if the cxpert were given
sonie latitude in his investigations. T'or instance. he might lind that
establishment of an estate would cost less and present better
chances of rapid occupancy and successful operatian in a loca-
tion different from 1hat or those envisaged by the Government,
His analysis and recommendatic 's would cnahle the authorities
tc take a final decision in full knowledge of the acts, The Govern-
ment's decision may well give preference to a project judged by 1the
expert to be relatively less auspicious, on the grounds, for instance,
that the need to develop industry in i« given location is great enough
to justify assuming larger risks and bearing higher costs.

The survey of industrics alreadv ¢xisting in the arcas envisaged
would provide the background against which to assess the eppor-

and

» See last paragraph of the introdv .tony seqtion to cianter 4,
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tunity of establishing new industries on (he estate as well s an
indication of the type and number of mdusties which could, ot
necessary, e relocated on e The sunves wonld coser bath Lape
and soud establishments; information on the Tormet might -
cate, N Certin Gises, the opportunity of creating sinadl andusties
linked o the kirger concerns by subcontracting arrangements ata
on certiin industries in other parts of the countiy wiil sub-
sequently beregnired 10 issess the over-all competitive position
of the proposed industries.

1t is probable that, in most andet-descloped coantries,  the
desirability eriteria for establisbing nea aindustries would e sinlar
to those expressed i the admission rules of the Gumdy estale crted
above. Tie desirable industries would as i rule be those prodocing,
with the ard of modern eguipment and power, essential consnmer
gooas or other articles for which there s strong denand and
which are at present imported from abroad; those which e
short supply not only in the local area but m the countiy as a
whole and therefore have 1o be transported over long distances;
and those whivh have a good export market, and for which growing
demand is anucipated consequent pon over-all development o
nsing income. The case study in appendix 1 sugpests that,
practice, a flexible application of the criteria will be required
areas where development possibilities and, consegquently, the vhowee
between industries are limited.

The feasibility of establishing new industries evidendy depends
on the availability of factors of production, raw matcrials, utilities
and, as siressed earlier, technical assistance. hnmediate  avail-
ability of soiae of these clements woald not always be an overriding
consideration. New industries can often be established despite luck
of local talent — managerial and technical — and skilled labonr.
Obtaining technicians from other parts of the conntry or from
abroad, under private contracts or technical assistance arrange-
ments, is lrequently required, even in relatively  well-endowed
localities, and, in most cases, training must be provided to the
workers to be engaged in new industrial occupations.?

Similarly, the availability of raw materials or of certain fuels in
the locality miy not always be an absolute prerequisite. As a
general rule, few small industries are materials-oriented, and eco-
nomic procurement of basic supplies from other parts of the
country or sametimes from abroad may be a suilicienm condition
for establishing industries which are desirable and feasible in
other respects. Some cases in point will be foand in appendix 1,
in particular in connexion with proposals to estabhish on an estate
a bag and burlap factory and a metal-working plant which may
have to be based entirely on imported raw materials; it will also
be scen that the proposed estate wauld reed imported fuel for
steam. The case study also provides an illustration of the surveys
of local constraetion methods and materials necessary for seiecting
and estimating the cost of thuse to he employed in developing
the cstate.

The expert would have at his disposal prior to or upon arrival
in the country, data and statistics cnabling him 1o appraise the
ccanomic factors bearing on the estahlishment of the estate, such
as industrial developnient trends, the relevant tiscal, financial and
customs  legislation,  marketing  prospects,  zoming  regnlations,
and so on. Needless to say, the close co-operation of government
anthorities - national and local  and con Jdtations with entre-
prencurs,  building  contractors, uporters,  fure oy INVESLORS,
labour leaders and many others will be regqu o o cary ot
the surveys.

vofptormation on trameng mo particalar onaccceraled oy
P ocoantanad momane reports published b the Totetaational Uahour
Or anisalion. Acceleoated tramme s based on job anads . ansd e
determiaatien ol appropriate degrees ot job snccrahzation.



Appendix H to chapter 4

PLANNING OF INDUSTRIAL ESTATES — A CASE STUDY

In {958 an American engineering firm sent, under contrct
with the United States Interntionat Cooperation Administration
UCA), g ive-man team ® to estublish an industral estate in one
of the farger aities of a predominantly agrnicufturat Asin country®
where industry accounts for less than 10 per cemi of the natonal
product and cmploys one-fifth of one per cent of the total popu-
lation. The team felt that, in view of the country’s tow level of
industrial development, it would have to plan thoroughly every
aspect of the estahlishment of the estate; that is, determine the
over-alt composition of industries and, for cach industry, select the
optimum technology and capacity of production, thus determining
the size, layout, specifications and cost of cach individual fa tory,
and the type, quantity and cost of the raw materials, machinery
avd manpower required. Accordingl:, i its report, submitted 1n
1989, the team studied, on the one hand the availability and cost
of the goods, services and charges jointly affecting all of the pro-
posed enterprises - construction techiiques and  materials, fudl,
power, nunagement, manpower and trnsportation requiranenis,
as well as taaes and customs duties. On the other hand, it analysed,
for cach recommended enterprise, the exist ng and prospective
demand for the product, the domestic and foreign competitic-,
and the availability ot raw materials; it determined and described
the technology for manufacturing cach product, the machinery,
spice and personnel requirements, and estimated for cach enter-
prisc the investment in muchinery, huildings, grounds and working
capital, as well as prospective annual receipts, expenditures and
protit margins. On the basis of these estintates, the team prepured
detailed  submissions  to assist the  beneficiary  governmeni
obtaining credit from financial institut ons pational, foreign or
international  for the forcign exchange part of the total invest-
ment cost. The team’s findings and recommendation. on some of
these pomnts are summarized in the following paragraphs.

‘The team recomnmended the estubhishment of a small industrial
estate consisting of eight industrics. Before exanuning the selection
criteria and the recommendations relating to cach industry, a brief
review of the economic conditions in the locality and the require-
nwnts common to the proposed industries may be in order.

ECONOMY OF THE LOCALITY AND COMMON RIQUIREMEN S

Only two factories are in existence in the locality, a city of about
60000 inhabitants : a woollen mill with 2,160 spindbes and thirty-
six power-dooms and a fruit-canning plant  processing  annually
20,000 to 30,000 pounds of fruit, both cquipped with antiguated
machinery. There are a number of service industries and artisan
establishments which produce huilding marerials and a variety
of consumer goods. Agricultural and trade activities predominate.

All of the manpower required for the new industries — managers
as well as workers - would have to undergo some training. As the
tcam consdered that the high cost of foreign supervisory and
technical personnel could not, in most cases, be supported by the
individual enterprises, it recommended that & nuinber of forcign
technicians be supplicd by 1CA under a technic! issistance grant
as members of the estate’s managerial gronp, to provile advice
and traiming in certain basic ticlds to all industries on the ostate.

* The team was composed of an industrial cnginecr, a mechanical

cngineer, a power and unihilies expert, a tinance expen «nd an ccononnst,
> See last paragraph ot 1he mmiroductory section 10 chapier 4.
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in some of the proposed infustries, howsver, a few highly spe-
cialized weehnicians would have to occupy certain key functional
positions for periods of ditferent duration, in the course of which
they would train national counterparts. The team suggested that
exemptuon from the two-vear compulsory  military  scrvice be
granted to all trainces; under a national faw, such exemption may
be obtained for <Ailled workers performing work of national
importance,

Sakaries and wages in the area and the country are ™ extraordi-
naridy cheap by European, or even by Japanese, standards ™ pro-
ductivity, however, is appreciably lower than in the more advanced
countrics. Female fabour would have to be used extensively on
the estate, lost induvor work being traditionally reserved to women
in the country — i factor narrowing somewhat the range of possible
industries, Wage rates for women are even lower than for men.
A mid-day meal would, according tv custom, have to be provided
by the employers to the workers as a wage in kind, which indicated
the need for a central canteen on this estate. Provision of nutrie
tious food would help in raising lat our productivity: as mentioned
in the team's report, ™ unless a free lunch is provided, many work-
ors go without eating in order to save money for their families ™.

Unul a recent time, the city’s publicly-owned power company
had less than 1000 kilowatts of generating capacity, which was
purciy sutlicient for lighting purposes and running a scorc of small
industrial motors. The two existing fuctories produced therr own
power with diesel generators. Two 1,000-kilowatt generators were
added to the power company's capacity at the time the team was
carrying out its survev, and plans were under way for installing
hydrogeaerators with a total rated capucity of 6,409 kilowatts at
a4 dam 45 kilometres (28 miles) from the city. On the assumption
that this power would be made availubl to the estate in good
time, the team made no provision for clectric power generation
on the wite, To ieet any contingency, however, it made an estimate
of power requiremnents and the cost of a special power plant for the
estate,

The local sources of fuel are camel thorn and some hrowood;
these are used in a few brick kilns, but would not be suiahle for
the industries on the estate. Coal is mined in another p et of the
country, but the whole output is used locally; even  surpluses
were availahle, the cost of transportation to the citt where the
estate is to be set up would be prohibitive. All petroleum pro-
ducts are imported by a government monopoly, and prices are bur-
dened with heavy sales taxes, administrative costs and monopoly
profits; the latter are used in part to subsidize other imports, The
team suggested that, as a general measure, the Government cone
sider changing petroleum import  policies s0 as to cncourage
rather than discourage the importation of industrial fuel oil,
while maimaining heavy charges on gasoline. In the case of the
ostate, it recommended that the estate corporation be allowed to
purchise fuel oil divectly from abroud; this would permit a sub-
stantial reduction in the cost of oil, since the sales tax on pro-
ducts aistributed by the monopoly would not apply and the cost
of handling the nl would be sharply reduced. The fuel would be
used to produce steam for both heating and processing in a central
boiler plint rather than 1 scparate boilers in each enterprise.

At the proposed site, the underground water-table fluctuates be-
tween ¥ oand 15 metres (25 to 50 feet). Four artesian wells will be



necessitry 1o provide the estate’s requirements, estimited at 380 cubwe
metres @ i the dissofved mineral content s moderately bigh
and the water is saitable for mdustrial use. The team estimated that
at least 90 per cent of the water used en the estate would flow ot
as more of fess contaminited wiste water and, alter study ol site
conditions, reconmended the sewage rrrigation method for disposal

of ellluent s the most economivial solution, The irngation fictd

which would cover M hectares (842 eres), alntost two-thirds
of the total arca of the estate would be used as a demonstration
arca, to grow lorage crops, libres, nnrsery stock, fast-growing
lumber trees, oil-seeds and others, as wel as to raise hvestock and
demonstrate modern agricultural materiats and machinery.

Transportation of materials and products would be by truck,
since no railroad cxists in the region. The team cheeked sea and
land freight and chirges from Europe and the United States to the
locality and found them high, but not prohibitive: the cout of
shipping machinery, for instance, varies with the specific item,
but in general seems to be around 10 to 15 per cent of the fo.b.
cost of the equipment. Air transport of certain light-weight, high-
value products needed by or manufactured on the estate (where in
excess of local consumption) may become possible when consteuc-
tion ¢ an airport, 24 kilometres (15 miles) from the ¢ity, is com-
pleted. In contrast to this advanced transportation method, any
shipment into or out of the many surrounding areas without roads
would have to be made by mule or camel train. Ahout 3 kil netres
(1.8 miles) of paved road and drivev. including parking space,
would be built within the limits of the estate.

Tie team surveyed the building matenials traditionally used
in the area — mud, straw, lime and gypsum mortar, sun-baked
brick and semi-burned brick — and the construction techniques.
It found that, compared to modern methods, local construction
practices had a number of disadvantages: limitation of the clear
span beiween walls or pillars; small net usable area in view of the
considerable thickness of walls — usually around one metre
(3.3 feet); frequent repairs and maintenance due to the friability of
the materials. It studied the cost of local construction, and arnved
at «he conclusion that, excluding materials and labour lor clectri-
city, plumbing and heating, a factory building could be erccted
with modern materials and by modern methods at a somewhat
lower cost, were it not for the high cost of foreign supervision.

In the team’s opinion, the skill of the local builders with their
own raterials suggested that they could use modern ones if train-
ing were provided. Local contractors, on the other hand, could
not, in its vicw, fulfil commitments to build modern structures
becausy of lack of knowledge and experience. Foreign supervision
was therefore required.

The need for foreign technicians to direct the project raises two
wets of problems: how to organize the building project, and how
to absorb the high cost of foreign specialists. One possible solution
to the first problem is to hire a foreign contractor who will, in turn,
hire all labour and pay for all materials, local or imported. Another
solution is to entrust the foreigner with technical direction only,
labour and materials to be provided by a government agency or
a private firm. Neither method, i the team’s opinion. is entirely
satisfactory. Foreign contractors usually find it difiicult to avoid
paying a premium for local materials and labour if they do the
progurement themiselves. On the other hand, government agencies
or private firms sometimes fail to arrange for a smooth flow of
materials, labour and funds.

As to the cost of foreign supervision, it is invariably and unavoid-
ably expensive. ™ Usually, foreign contractors are paid 100 to0 200
per cent on top of the labour and material costs of construction.
In many cases, the contract turns vut to be cost-plus-percentage
of cost arrangement, which provides for a monthly fee and provides
no incentive to keep costs down or to complete work on time.”

Accorcingly, the team recommended that the estate corporation
should do all the local hiring and purchasing and assume financial
responsibility for construction, using funds supplied by the partici-
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Fhe team adopted the tollowme ciierta e plunang the o
struction project:

“Design of the Park™s boatdime Lind stinctunes soenhd ke
nto account the himnted expenence ot Tocal worhmen and con
struction supervisors, should mmmmee the need tor exponsine
forcign supervision or paarticipation, ded shoudd musmi et
use of focally asahable nunerads. Above b the desomm shoukd
take into acconnt the Taet that nuny ot the enterprecsm the
Park will have to compete wath esasting hundeceatts, housed
traditiapal structures, whose rent or Con Sl on Costs e weny
low. Lo construction cost is therefote of pardmonnt anportanee,
even il other desira? "2 quahties sich as deal ks out o machi-
nery) have to be sacrficesd o acheve ™
With these eriter ain mind, it ased ity comtruction cost esti-

mates on the mse of standard components conssting ot ponred-
a-phace reinforcad conerete slab Boors, pre-cast remioneed con-
crete columns, roof beams and rool purhns (with a standard span
between columns of 10 inetres or 33 feet), pre-cast semforeed gp-
sum roof planks, and concrete hloch walls, B deternnned the most
cconomic sources for procuring the appropriate. materials m the
necessary amounts, sizes and specilications, valcukited therr costs
and those of lahour, and deseribed the technology for prodacing
the components and carrying out the constrnction, m particuln the
necessary machinery. The experts recommended the s of labonr-
intensive construction technignes: excavation and gradmg would
be done by hand, with the help of wheelbarrows, picks and shovels,
and machinery - which would be rented  woald be used only
for mixing and compacting Concrete, so as to ensire the nse of a
good quality matenal.

Fhe team’s estimate of the vost of a typical bunkding 10 by 45
metres (33 by 148 Teet), 4 metres (13 feed) higih, amoninted to the
equivalent of about $22 per square metre, exchiding nubtics but
including special formdations and & provision for contingein s
a figure to be compared with that of £25 for traditional constrie-
tion. Totl canstruction cost was estintated at the eqmvalent of
$40 per square metre (33,72 per square foot).

Finally, the experts reviewed the tay and custonn charges and
incentives bearing upan industrial mvestment and production and,
in a few cases, recomnmended that the Government should viske
special measures to favour the development of some of the proposed
industries and to protect their products. These will be exanined
below, in the section concerming the recommwended industries,

SHICTION CRITTRIA

The tewm considered that, as a whole, the arca i whidh thw
estate would be cstablished was " not outstandingly favouribke
for industrial development ™.

* Valid opportumities to establish industry exist bt they are
limited in number. In some vines (eg., cotton texnles), jogwal
industries have already been estahlished in other parts of [the
country), with cnough capacity to mecet the country’s entire
needs for some uine to come. I other cases (.8, ghitss), estab
hishment of an industry at fthe locahity) would  be possihle
but other parts of fthe country| arc more logical sne by wirtue
of access to cheap fucl, better supphies of raw matertals, closer
proximity to marhets, ete. "

Broader perspectives  for industrial development  would  he
opened when Large-seale programme of construction of storage
dams and irnigation canals recently begunan the arca takes momen-
tum. In partcular, new industnal raw materials or mureased




supplies of casting ones might be provided when new farm find is
settled and made prodactive. tlowever, the team considered that
futare production from that source could not be assessed with any
aceuracy and that, consequently, the industriat estate coutd not
inctude inits plans o dependence upon it. Nor could a projection
be mirde now, moits opimon, of any greatty increased market an
these nev. areas Tor the goods o he made in the estate, The estate
should thercfore * be designed primanly to mect existing deinands,
rather thar (o mticipate any possthie dramatic future devetop-
ments of the farea’s] cconomy *.

I view ol these timitations, the team adopted simple criteria
for sefecting the industries for the estate: existence - readity fore-
secubl possibility of sutlicient demand to nike the use of modern
production methods cconomical, that is, to Justify the minimum
size ol phint at which the factory's costs wonld be competitive
with imports and locat handicais: © and  economic avanfability
of raw materirls and manugerial and entreprencurial skills.

‘the tem took into consideration the Government's goat of
siving foreign exchange expenditures on imports, but found that
nnport substitution could not be a peacral selection criterion,
though o few industries chosen on other grounds would acces-
sorily ptay sonme roke in this connexion.

Abo, the experts subseribed 1o the Government's objective of
ineraasing employment opportunities, but did not adopt as a basic
selection criterion the applicability of tabour-intensive techniques
in certain industrics. As has just been indicated, the team's prinuiry
concern was lo create industries which would be economic from
the standpoints of investment and operation, and the choice of
technology was largely influenced by this consideration. In analys-
ing several of the proposed industries, it found that profitable
operation would not be possible, ar protits would be reduced sub-
stantially if heavy investments were made in elaborate equipment,
in particular conveying or clevating apparatus. In recommending
labour-intensive methods for carrying out these operations, the team
was consistent with its criteria and fitted them in with the Govern-
ment’s goal of increased emplayment.!

Ont of a score of potential industrics thoroughly studied by the
team, only eight appeared to meet the above-mentioned criteria -
bag and burlap fuctory; cigarete factory; concrete and gypsum
products factory; metal-working and bicycle factory; oil-seed mill
and refinery: shou factory: tannery; wood-working and marble
Mwtory. Before examining the team's recommendations concerne
ing these indusiries, it may be of interest 10 give a brief explana-
tion of 1s reasons for failing 10 recommend certain other indus-
tries, as this provides another illustration of its use of its criteria.

Cordage manufacturing was rejected  because existing  handi-
craft ropewalks produced adequate cordage at a faitly low price;
the proposed bug and burlap factory might be able to produce
twiie for processing in these shops,

Establishment of a flour mill was rejected for a similar reason

kwal flour needs are met by small-scale millers at a reasonabic
cost. Furthermore, there would be no advantage in setting up a
large-scale mill as the arca does not produce » surplus of wheat
that mig't be shippad to other parts of the country after milling.

As regards glass, the arca does not provide the necessary fuel,
has only inferior raw Laaterials and a small market. All three
requirenients are fully met in another part of the country,

Manafactuning insecticides was not reconun:nded since, until
such time as the farmers and fruit growers have been trained in
and become accustomed 1o their use, the only customer for the
product would be a government ageney. The team could not favour

Seeo b connexion, United Nations,  Problems of Si12¢ of  Flant
- dndusiry an Under-descloped Countries . Bullean on Industriat=a-
tion and Producinay, No, 2 iSales No.o SO LB,

Coee Unned Nations,  Captal Intensity 1in Fnlustny i Unler-
desclopal Countnes °. Bulletin on ndustradization and Producin v,
Nou b Sales Noc SETLIEDY. i parteular the discussion of Facior

combination i selected indusirial operations, page 23,
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establishing an enterprise dependent upon a single market outlet,
especialty when the extent, duration and varicty of such market
could not be closely estimated.

The experts considercd that the possible market for pfastic
consunmicr goods  for instance ¢combs would be quickly satu-
rated hy the output of even the smatlest production unit, The plant
might try to make a farge number of ditferent products in small
quantities, but the cost of the dies would be prohibitive, A plas-
tes tactory furmerty established in the tocality was closed for ack
of sullicient business,

A bect-sugar mitt of cconomical -iz¢ - involving an invest-
ment of up to §2 mittion - would not be profitable in the area
under any probable circumstances. The Government subsidizes
the sales price of sugar by bringing in imports at a favourable rate
of exchanee and by requiring farmers in another area — where a
mill is cstabtished 1o grow minimum  acreages of sugar-beets
irrespective of the greater protitabifity of other crops. 1n the loca-
lity where the estate would be establi~hed, the mill would be a heavy
consumer ol expensive mported fucl (the other mill has ready
aceess to coal). Furthermore, only a few experiments were made
to grow sugar-beets and sugar<cane in the surrounding area and
ro conclusions have yet been reached that these crops could or
would be produced there at a reasonable price.

Tyre recapping was rejected for lack of market, the experience
in the broad geographical region to which the country belongs
being that truck owners could ot be persuaded to bring in tyres for
recapping belore the casing was irretrievably damaged.

Truck bodies are manufactured in another part of the country.
To the extent to which an unsatisfied demand develops, truck body
manufacture could be undertaken by the proposed wood-working
plant, without additional equipment.

RECOMMENDED INDUSTRIES
|. Bag und burlap factory

Most of the country's products, including wheal, cotton, kara-
kul, skins, sugar, rugs and certain building materials, arc trans.
ported in bags, burlap-covered bales, or nets. Jute fabrics are not
now made in the country. Most of the country's requirement for
wrappings are met by imports of finished jute bags and jute burlap
cloth and yarn. A domestic wrapping products industry would
therefore have to compete with imports.

The team proposed the establishment of a bag and burlap fac-
tory in spite of two unfavourable factors. In the first place, it
ascertained that jute could not be grown successfully in the area;
in the absence of a substitute crop, it would therefore need to be
imported. In the second place, the country'sdemand for jute products
— which the cxperts estimated at 900 tons per annum, or 3 tons a
day(1.5 tons per shift) — would be too small to utilize the full capa-
city of the smallest economical production unit, which is 600 kilo-
grammes (1,323 pounds) per hour. or .4 tons per eight-hour shift;
to be profitable, the unit should operate at least two shifts a day.

With respect to the first point, the team came to the tentative con-
clusion that the best substitute crop in the area would be xenaf,
which could probably be grown profitably at a price low enough
to justify the establishment of the factory; the feasibility of grow-
ing kenaf should. howuver, be investigated further, If jute has to be
imported — either 1o start the factory, pending this investigation,
or permanently, should the investigation show that the growing
of kenaf would not be feasible or profitable — a protective tariff

of 35 per cent should be imposed on imported bags and burlap
cloth.

TartdT protection would also be necessary in view of the fact
that the proposed plant would have some ¢xcess capacity, partis
cularly in muachinery used for softening, carding and spinning
the libre in preparation for weaving, and tor linishing the cloth after
wening - which represents the bulk of the investment in the
plant. Consequently, the Gactory's capital costs per unit of finished




product would be comparatively high. If the factory s 1o meet the
totabty of the country's requiremients 1 jute products, maximum
flexibility in output should be achieved: the factory would produce
several types of bags and burlap material (twill, as well as plain
weaves), yarn for sewing and in addition would manufacture
cheap carpeting and produce twine and rope,

The cxperts described the techniques for growing kenaf and
ostimated the maximum cost of production of usable fibre in the
arca. They described the processing of the fibre and the technology
of the clath manufacturing, made ¢ timates of the required amount
and vost* of equipment, building. and grounds, management and
labour, and utifities, and alsa gave aliermative estimates of total
investment and receipts and expenditures based on the use of locally
grown kenaf or imported jutc. The factory would provide emplay-
ment for 141 persons, all af them nationals of the country.

2. Cigarette factory

The country's tobacco crop is sold mainly for domestic consump-
tion in the form of pipe 1obacco; part of it is exported to a neigh-
bouring country. Demand for cigarettes is growing and is met
entircly by imports, legal and illegal, the former at prices four
times higher than the latter and far abave the means of the average
consumer.! The tcam estimated that a cigarete factory on the
estate could sell a minimum of 750,000 cigarettes a day, six days
a week. Allowing for seasonal fluctuations in demand, the capacity
should be one million cigarettes per cight-hour shift.

Cigarettes would be manufactured with domestic tobacco: # if
necessary, the entire requirement could be preduced by growers in
the neightourhood of the estate. Part of the processing and curing
of the tobacco would have to be done at the factory. Other material
— sugar, glycerine, flavourings, paper and packaging components
~— would have to be imported. The experts estimated that the pro-
duction cost, including payment of the govermnent tobacco mono-
poly excise tax, woukd be less than one-half the price of the smug-
gied cigarettes.

The standard tohacco-processing and cigaretic-making machi-
nery has in general a larger production capacity than that required
for the proposed factory. In order to achieve maximum economy
in investment and production, the experts chose the smallest machi-
nery units from several different sources, eliminated conveyors
and other labour-saving equipment, and suggested that one machine
be uscd for two or inore functions wherever possible — for instance,
the cusing machine to be used as an * order ** machine * and the
cooling machine as a fluffing machine. While one large packing
machine could handle the entire cutput of the plant, the team
considered it preferable to install two small ones, so that the entire
factory would not have to shut down in case of difficulties with a
single piece of machinery. It also recommended that certain operae
tions normally done by machines, for instance * stemming ™ the
leaves, be done¢ by hand.

The factory would give employment to 117 persans, two of whom
would have to be recruited from abroad: the tobacco blender,
preferably a Greek or an Armenian with long expericnce in this spe-
ciality, and the chief foreman.

). Concrete and gypsum products

The team’s recommendation to set up a factory producing
modern building materials —- concrete  blocks, brick, pre-cast
beams and pipe, and gypsum roof slabs - - was mainly based on
the expectation that deina ad for building would increase in response

¢ While cost estimates were based on prices of new equipment, the
team recommended the purchase of reconditioned, used machinery.

* A package of American cigareties selts at a price equivalem to
§0.32, i almost twice as much as an umhilled worker's daily wage.

¢ In the opinion of the experts. tobacco is a panticufarly desirable
crop which maximizes employment and cash income per umt of area,
whife requiring the minimum of fand and water.

* Machine for moistening 1obacco leaves.
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to the economic growth induced by the Jdam and ronition canal
construction programme and the establshiment ot the mdustrl
esate, Producing these materiils would Provide an oppotiumits (o Jo
away with the shortcomings of the trindigonat CONISIEIC LN mmethrogs
and materials mentioned carbier. In visw of the dithicuby or chung-
ing traditional practices, th project could he stuccesstul only In‘
prefabricuted madern nuaterials were produced e dow cost and
N form that could be used by toggl butfdhing workers and con-
tractors without extensive training.

As alrcady indicated, the experts estinnited that the costs of
auilding with pre-cust products woukd ke competitin e with those
obtaintng in traditional construction. In 1he dhsence oF actaal
demand for such products, they thonght 1 reasonable to ser 1he
capacity of production at the amount of nraterihs reginred o
build one medium-sized house o day, sav, o dweltiag 35 by ¥
metres (15 by 26 feet), 2.7 metres (9 fect) high; this woukd require
production of 800 standard  blocks per o cight-hour doy Hor
which 16 tons of concrite wourd be needed 3 tons of Pean,
36 square metres (387 sauare feet) of gypsim roof planks and
2 tons of gypsum. Scasonai lactuations or an merease in overll
demand could be met by operating several shifis,

The plant would use cement produced in another part of the
country, and locally available sand, gravel and gvpsum. Rem-
forcing steel would be it:ported.

Eventually, the plant might produce other products, such as
chimney blocks and concrete pipe, bint, in view of the uncerLintics
regarding market possibilitics, the team did not recommend instal-
lation of cgnipment for mant acturing these prodicts.

The factory would cmpicy forty-six persons, mududing one
European foreman.

4. Metal-working and bicyele fuctory

Metal products - - haraware, tools, agricultural mpienwnts,
housewares, machinery, furniture and vehicles appear to e a
large and grawing part of the country’s imports; however, there are
no detailed foreign trade statistics on which 1o base a list of pro-
ducts for manufacturing by the proposed plant. In addition to
imports, impartant gquastities of some products are made in the
country by handicraft shaps.

The experts made a Limited survey with the aid of kcal importers,
bazaar and other tradesnien, handicralt produocers and metal-work-
ing industrialists in other parts of the country. Out of dosens of pos-
sible products, they sclucted a small numiber which, i their opy-
nion, met pressing needs, required simple technological provesses
and incxpersive machinery, and appeared 1o be profitable.

The recommended produces are: alommmwm pots — now imported
and subjuct toa 35 per cent cusicms duty  which woald be inann-
fuctured from aluminium sheets wported duty-free; metal bed-
steads made of pipe, angle iron, simple castings and wire, by pro-
cesses well within the capabilitics of a small inctul-working plant;
bicycles, which would first be assembled from inported parts and,
later on, marufactured in the factory (the team recommended pro-
ducing frames as carly as possible from imported pipe and dispens-
ing with the import of finished frames, which is expensine i view
of the large shipping space required; the factory conld also repolish
and replate used bicycle components); building hardware, such s
door locks, bolts, hinges, catches and padlocks; inexpensive cut-
lery, etectraplated wir a light couting of silver on nickel ; apriciitural
handtools, especiall scythes and scanfying ploughs (which aice
pot known in the arca, where the peasants cut forage with tiny
sickles or even pull it out by hand. and plough with pomted sticks,
sonetimes crudely shod with shect metal); hand, motor-driven
and, above all, windmill purmps, for tmgation and dometic water
supply; simple machinery, such as belts comeyors, materials cle-
vators, packing fixtures, wool washers and other atems, which
wauld ke required, in particular, by indusiries on the estate. The
factory would also provide facibitios to repair and make replace-




ment parts for mackinery  a particularly important actinity, in
the opinion of the team, which found much expensine equipment
Iying 1dle Tor Lick of such facilities: some picces were delivered
with missing or hroken parts, and were neser put in operation;
in other aises, the origmal manufacturer of the machinery could
no longer be tound or persuaded to provide  replacements for
obsolete parts. Lack mg any alternative, the lurger industrial enter-
prises in the count:y have had to set up their own repair <hops,
which operate at o nigh cost in view ol the Tow volume of work
required. The experts considered that the proposed Tactory could
obtain business not only in the lecality but also celsewhere, since
even enterprises huving their own metal-working equipment would
find it ¢cheaper to let a specialized plant do the work.

The processes involved in manufacturing the above-named pro-
ducts would require only a minimum ol gen-ral-purpose metal-
working machinery - lathes, shapers, milling machines and the
like. ** The plant should deliberately limit the size and cost of its
machinery. even though this limits the size of the work it can
handle and miay cause some inability to nmicer local demands for
repair services,” The plant should concentrate on special activities
such as metal spinning, clectroplating and linishing, and assembly
80 as 1o avoid investment in costly machinery and permit rapid
change-overs in the type of goods produced. The number of pro-
ducts requiring  dies - which are generally  very  expensive -
should be as limited as possible. A small cupola and casting equip-
ment would be necessary for prodacing vepair parts and cast coms
ponents for various items. All raw materials for the metal-working
plant would have to be imported.

Total employment would be sixty-three, including one foreign
specialist for electroplating and two for mal spinning, since
these operations require workmen with m.ach practical experience.

S Oil- eed mill

‘The two most important uses of vegetable oil in the country
are for cooking und the manufacture of houschold <cap. The
demand for edible oil and soap is met by the output o a govern-
ment-cortrolled cotton company, by imporis aad handicratt pro-
duction. Much of the country’s nceds will be met by a large toilet
soap lactory, o1l refinery and hydrogenation  plant now  under
construction in another region. A small oil-seed mill, retinery and
soap plant on the estite would thercfore rely lurgely on export
markets and local consumption, both ol which were judged sulfi-
cient to justify constructior of the plant. In addition, the team
envisaged the possibility or prov.ding sulphonated ca-tor i as
a base for fat-liquor in finishing leather at the proposed tannary, 1t
also contemplated the possibility ol developing, in the futere, a
paint industry iri the locality which would use some dehydrated
castor oil,

The Tact that the castor plant is one of the Tew economic crops
thriving in the logality was another reason for proposing estad-
lishment of the mill. The team recommended  processing 2,400
tons of decapsulated castor beans ! per year. Another 2,00 tons
of varions jocally grown oilseeds - colza, linsecd, mustard, sesa-
mesunflower and others - would be used for producing edible oil.
Caustic soda for refining would be imported. The experts recom-
mended that newly-developed containers consisting of  reusable
polyethylene bladders inside corrugated paper curtons be used for
shipment, instead of the conventional steel drums, whose purchase
price and ircight cost would be considerably higher. They made
proposals 10 use waste products as fertilizer or low-grade fuel.

To save on fuel consumption and scile down capacity of pro-
duction, the eaperts recomniended hydraulic pressing with the use
of small expellers instead of the solvent extruction process w.ed
in more advanced countries, Should there be o need 10 expand
operations at a later date, solvent extruction equipment might
be added to the pressing equipment (pre-press solvent method),

{1 recommended thal decapsulation be done by hand: decortication,
however, woatd be done by machine.

Soap-making machinery would have capacity of about ene ton
a day. 1 mployment would be THE including ene Enropean foreman,

6. Shoe factory

AMost of the country™s need Tor leather shoes is met by handi-
eraft production, and the total output is not knovn, A sniull part
of the demand, particularly Tor higher-guality shoes, is met by
imports, which amounted in 1957 1o about 231100 pairs. The
locality is a centre for hanaieraft production of mien’s shoes. There
are about 200 handicralt sheps and 100 ¢rafismen working at
home. with i otil Tabour Torce, including apprentices and jour-
neymen, of 800 1o L0000 shoemakers, producing an estimated
300,000 pairs 4 y.ar. The team judged thar a shoe factory on the
estate could count on sales of about 96,000 pairs of high-quality
shoes and 96,000 panrs of low-quality sandals or shoes a year;
the total output would provide one pair of shoes a year for approxi-
mately 1.6 per cent of the country’s total population. Both ‘ocally
produced and imported raw materials would be needed. Part of the
supply would be produced by the tannery discussed in the next
soction,

The team considered that, if the plant were to compete success-
fully with low-cost local artisan production and with imports,
investment in machinery should be kept to a minimum. Mecha.
nizatior should be introduced only where it contributes substantially
to quality, or makes a very considerable saving of labour at the cost
of a small investment. Accordingly, the team did not recommend
mechanization of the cutting department (apart from the provie
sion of a pattern-makin} machinc): cutting machines require a
separate die for cach part of cach shoe size of each style, and
these dies arc expensive. Also, it did not recommend the purchase
of lasting machines, which are quite costly; local workers would
do a ereditahle job of lasting by hand.

In view of the existence of many different methods for marufac-
turing «imilar (ypes of shoes, the team presented only a tentative
list of machinery for estimating purposes. It reccommended that
the final choice of technology be made with the co-operation and
advice of an expert on shoe production who would be appointed
as a member of the ¢state management team.

Total employment weuld be 217, all of whom would be tocal
workers.

7. Tannery

The country’s total consumption of leather 18 not known, since
much of the present demand is supplied by handicraft and home
tunners. The experis judged the locally produced leather to be
poorly tanned and, for the most part, unsuitable for modern foot-
wear. The demand for good quality leather is met entirely by
tmports, which amounted to 325 tons in 1957, The country eaports
A4ocertam amount of hides,

Estublishment of a tanneiy on the estate would make it possible
1o supply good quality leather to the proposed shoe factory and
to handicralt  shoemakers. Some  up-grading of present hide
axporty into exports of semi-finished or even finished leathers
would also be achieved. Another result would be to increase produc-
tion of valuable * Kashmir * wool for export. Goat and cow’
hair, sheep wool and glue would be sold as by-products.

in the ahsence of another tannery in the country, competition
would come from imports and, to some extent, froin handicraft
tanners. The experts set the capacity of production at around
333 tons of leather a year, approximately the quantity now
imported. This amount could undoubtedly be sold, since demand
wus likely 1o increase and part of the output could be exported.
Raw material requirements were estimated at 300 tons of hides
anu 300 tons of skins a year (green weight), part of which could
be supplied locally, and parc obtained from other regions in
the country, Lime would be obtained yrom local brick kilns.
Cheraicals, dyes and fats, and vegetable and mineral tanning
substances would be imprd




The area in which the estate would be focated does not have
a good supply of heavy cowhides, such as might be used to produce
vegetable-tanned sole Icather. Farthermore, it does not now have a
sullicient supply of vegetable tanning matter to support a modern
tanncry. Theretore, most of the tanrery's output will probably
be chrome-tanned. The team recommended that experimental
cultivation oi several plants producing tanning n.aredients be
made in the locality, but considered that investment in extraction
facilities for tanninrg would not by justified at the present time.
For the furesceable fature, the tannery would have to rely on
imports of vepcirble tanning materiads tor producing a hmited
amount of vegctable-tanned leather,

The cxperts proposed to adopt modern leather-making methods
using strong vegetabic-tanning extracts, new mineral  tanning
agents, particularly chromium salts, and heat, mechanicat gnanon
and other mcans to speed up tanning and other processes. They
considered fast processing to be cconomicilly important, since
it reduces the « wt of capital equipment and of working capital
tied up in hides. 1t is also technically important, because it reduces
the time during which hides are subject to spoilage by bacteria and
other natural agents — a valuuble advantage in a warm cliinate.
Furthermore, speedier processes make possible closer and more
effective control of tanning, using scientific laboratory methods
rather than mere guesswork and tradition, and reducing the need
for highly-skilled supervisors and workers.

In view of the high cost of tanning machir.2ry, especially if com-
pared with the low-cost cquipment of handicraft tanners, the team
proposed to install ¢nly the minimum machinery needed to produce
high-quality leather, and recomm:nded *wo-shift operation to the
extent feasible. It pioposcd that machine operation be reserved
for heavier hides and skins and hand operation for the lighter
ones. Chrome tanning would require hiring from abroad four
experienced drum: operators for the first year or two. The manager
of the tannery should also he a foreign specialist. Total empioy-
ment would be 261.

8. Wood-working and marble factory

In the locality, wooden fumiture, packing materials, doors,
windows, panclling and other millwork are now almost all made
by hand, out of urnseasoned, roughly-squared lumber. The quality
is low and the cost is high. Marble table-tops, tiles, wainscoting
and exterior trim are also made entirely by hand; although the
quality is good, the cost 1s heavy. The team reports thut local
entreprencurs have beer impresscd with the success, in another
city. of a mechanized wood-working and marble factory and would
be ready to follow suit. Combining these two industries would
be logical since manu.acturing methods — sawing and polishing —
are basically similar for the two materials, and there is a strong
demand for wooden furniture with marble tops.

While demand for either product could not be estimated,
numerically it appcared at present to be considerable and only a
fraction of what could be developed in the future. The team consi-
dered that provision of properly seasoned, well-cut lumber at a
reasonable price would in itself tend to cncourage greater use of
wood in construction. Furthermore, it expected the demand for
lumber to increase as modern prefabricated building matcrials
became available from the concrete and gypsum products plant.
Also, there would be profitable opportunities for export of lumber,
furniture and marble not only to neighbouring countries, but to
Europe and the United States as well.

Only one large wood-working plar.t exists in another city of
the countr,. In the opinion of the experts, it would be unlikcly
to provide serious competition for the proposed factory; it might,
in fact, even become wun important customer for the proposed
forest-area sawmill. The proposed estate factory might pusibly
compete with it on its own market, in view of shortcornings in the
design and finish of its proaucts.
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Since nosivnulb exints i the conntrs . the proposed Pl wonld
not ondy have 1o arrange for s supph ot Tuober, bat ko (o
provide s own facibiies Tor desimg. Sice poor touds ke ains-
portation from forest arcas dilicult, sasn tinber shonld be o
duced i the Torest using a0 portable diesebopetated  sawnll
Sawang anstead of rough-squarmg would result im0 consaderable
reduction i owaste o lusaber, amd m savings i the weeht aans-
ported. The team estimated that Gie cost of sawin dounads delisered
by truck would be below the present oot of Tongheien o imbers
delivered by camel ever atter allow g Tor wwmidl coste o con-
nevion wath lumbering operations, it recommendod thet the Gosern-
ment set forth Torest consernvation regulations

In view ol the comery's hgh-temperature, low-"aniehits cliate,
preper air-drving was not possible, and hiln-devere Gacihites shonld
be insuilled i the plant. As a wide vanets of artichos would e
produced, including doors, window saski, panelime, turmitine and
tool handles, diversiticd machiners wonld be required  ttowever,
the team proposed, whenever possible, 1o ise sersatile took, siuch
as radial saws which can crosscut, npoand perforn o numbe
of other operations, 1t recammended porchasing, (i ad ol
planing muchine, a moulder whily corld at the same time pline
the sides of boards and plane and shape the edpes: Targe preces
would be surfaced on o simple jomter-planer. Marte-cattig and
polishing equipment would be simslar, but heavier. Totad emplos -

ment would be 122

*
* *

The following tables simmarize cost and other data relating
to the proposed indus.rial estate.

ORGANIZATION OF TIIF ISTAT)

Siace the managerial and organizational siruciure of an ostate
may vary considerably according to the size of the progect, the
type of fazilitics and services provided to the occupants and other
factors, the arrangements recommended by the team tor the pro-
posed ostate may not necessarily pronide ginde-hines tor plmumg
projects under different conditions:* they are summarids desenibed
in this sction to camplete the picture given in the precedin s pases,
as they are thought to be appiopriate to the proget undor conside-
ration and the general economic conditions i which the estate
would have to operate.

The experts proposed that the estate should be developed and
managed by 1 corporation organized along co-operative hines
The corporation would acynire title to the bind, huild and viang-
tain & central building, including oftice, canteen, kesing Laboritory,
library, lire and guard si-aions, bank, post oflice and display room,
install utilities, construct streets and so torth, The plots wonld
be sold or leased to the enterprises joinng tie estate and the G-
tory buildings and other fuciltic. wonld be constructsct by the cor-
poration for the acconnt of th individual enterprises. 1 he corpo-
ration would provide technical assistance in plimming, manulag-
turing, procuring and installing ¢quipment, a:db i rasge e pro-
ductivity of the industries o the estate. 1t wonbd assist industriabists
in organizing a company, ubtaimng tinancimg and sclecting and
engaging forcign techiical personnel s part of thew own stall;
provide training to both management and labour, and orpamse
a v luniary quality control associ.tion and @ co-operitive adver-
tising effort.! 1t might provide services of w simifar natnre, preferably
on u fee basis. to enterprises that are not members ol the estate,

Cnited Nations, © Chowe ot tndastoosl
Technology: The Case of Woul-working ", by G ko Boon fiillcrn
on Industrialization and Producisity, No. ¥ (Sales Noo 60t R 1

© See William Bredo, op. o, for case descnphions of vatites and
typicitt agreements with occupanls g variety ol counti .

VThe team pointed out that quality control was newe. s on the
one hand, 10 guaramee the safety ot users o certain prodo o tirr
instance, by makmg sure that the matenals produced by the conceete
and gvpsum proadocts plant or wertwn item. naitactare bbby the
machine shon meet strength standards continnously - on the othos band,
to enakle wne mdustries 10 compete siceessInlly on the doe st marked

+ See, 10 this connexion,



Tanir L INDUSTRIM

Fsran

Projsci: I siniano Costs
(United States dollars )

Tnvostoent ot

foreen
Biaidine Mowking ¢ vchunee .

Irddianiry Machin ry and laml cupital 1otal vospens et
Bag and burlap+ . 2060, 308 N30 121,350 467,893 299,350
Cigirerte o 166,738 9 ((K) 178,960 439 288 296,200
Conerete and gypsum products PR | 27,640 14,591 117,442 K9 688
Mctal-working and bicyele o9 1IN 41,200 §9.509 169,887 130,680
Oil-seed processing ... 143 438 26,420 153,063 121,486 162,941
Shoe ... 69, ks 48,720 78,466 196,594 123,633
Tanning. . 2.2 19,920 143,200 165,343 221,173
Wood-working and marble ... ... 129,944 72.247 42,20 244,399 160,359
Tarar, above industries. .. 1,127 432 S04.627 791,967 2,324,026 1,484,024
Lshate corporation ... ... 139,872 174,035 IN 150 RRRNRYY) 198,247
Tovat. .. 1,167,304 075,602 2o 17 2,057,403 1,682,271
Suggested allowance Tor expansion M7.729

Snggested  request  Tor  Toreign  loan
linancing 2,000,000
" Assuming use ol locally grown korall
Tasik 20 INDUSTRIAL | 1vi Prosicr: Vartr on PRODUCTS,
Proun, Iomrovssa asn ARy
Ared
Porid i I gy - -
Anaual valuy wnnual weont Plant ond Storage

of provducis reofit Sauniinr of ofhue Spce ® Land
Industry cUnite:d Statcs dillars Pty (SquETe metres thectares)

Bag and burlap. . ... .. .. 302,400 R 299 141 2,028 100 1.3
Cigarette ... .. ... .. 61,000 68,5 (I 1.635 900 1.0

Concrete and gypsum products 17,000 29,134 46 560 120 i
Metal-working and bicvele 170,345 45 875 0} 1,000 1.0
Oilsved processing . . L 020,900 60,097 (k1] 580 - 1.0
Shoe. ... a2 66,015 7 1,200 - 0.6

Tanmng. ... ... ... A 442 450 70,919 261 2,700 1.5

Wood-working and marbie RREFR AL 74,720 122 1,260 610 2.7

Toran, abowe indnstnes 2,661,219 498 .0v4 1,07y 10,960 1,730 10.2
Estiate corporation | 5.\‘.71).\‘_8" 1,408 18 - 41,31

Toar, 279,307 499 562 1,196 51.6

* Warchouses, sheds or open sjorage space.

Value of reptals, printing, agncultaral products, meals and trsport.
Includmg cight Yoreen experis and theee (o, cign secretarnies.
¢ Including estate grounds, 4.4° housing lor foreign personnel. 2.9; sewage disposal, 340,

Fach enteiprise joining the ostate would be rognired 1o wab-
seribe (o shares in the corporation, 1 an amount ot least cgual
toa fixed pereentage ot ns total assets Land, burddines, guicinnery,
working capital and so forth or insecordince with some other
cquutable formuky to be worked out by the onginal sharchobders,

The corporation would have a4 Board of Durectors clecied for a
one-year terme ach enterprise i the estaie wonld hase the riglh
to designate one director, who need not be g sharcholder i the
corporation.

The corporaten would e tinanced by loans fromm national,
foraign or international fending anstituiions. Toe cost of utibities

with handioatt preducts and imporis and on export markets with fo cign
poads, by ottenmg distimer advantages not onby as recands poce, bul
alsooquabty and finshe Phe standands should, of course, be adapied
te e ccononie conditions oo the couniry. Fhe eam emphasized  that
10 he case of the mdistnies on fhe proposed . ostate, 1t was far more
imporint that products be matorm an gnaliny than that they he hueh
1 quality, e recommended that IOA technical assistance support inelude
faboratory and  testimg apparatus for controlhng processes and pro-
ducis. habo preposed that a distectae brand pame or rade-mark
be adopted tor proaducts that meet the ~tandards, promoton wonld
be made by coopera.c o adverisimg,
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woutld Beomet by an anmet service charge, estimated by the team
Aappresamately sinstenths of one per cent of gross sales of the
ovenanis '

Aneg the first responsibilities of the corporation would be
that of seehing on 4 contructual basis 4 managerial and engineer-
mg expert group, inanced by technical assistinee grants, to assume,
under broad directives of the Board of Directors, the construction,
operation and further planning responsibilitics of the estate cor-
poration Tor 4 minimum period of three yuars.

A vl and speciatized group would be required during the
constraction: phase, which Liight already provide some training
to Iwat workers, During the next stage, which may be defined
Ayt operating and training one, eight forvign experts would be
reqerted s manager and team head; productivity engineer; induse
tnal cozmeer (metal and woed): organic chemist: construction
cngiicet, tenile speciadist; shoc speciadist, accountant.  Three
toreign seereharies would dalso be needed.

The Tocal sttt of the estate would include 107 persons, from a
deputy estate manager down 1o canteen workers and gardeners.



Brookhollow and Empire Central Industrial Districts, Dallis, Tevas
Top.: View taken in 1954, showing area of districts before developmen)
Bottom: View taken in April 1960. Downtown Dallas i in the background: adjcent to st s the Tomes Bductiad Do

tCourtery Brookhollow tndustrial Duntrict, Windsor Properties, tne, Dallas, Tevas)







Trinity Industrial District, Dallas, Texas

Opposite page: Top: View 1aken in 1947, showing arca of district before development
Botiom: View raken in Ociober 1957

Above: View taken early in 1960. Downtown Dallas is in the backgrouny

(Courtesy Trinity Indusirial District, Industrial Properues Corporation, Daltas, Tevas)




View of part of Team Valley Trading Fstate
ar Gateshead, England

(Courtesy fndustongt Fatates Management Corporation
tor $ ngland)

View of Bridgend Industrial state, Walges,
Juby 1989

(Courtesy Trduarat Esiates Management Corporation
tor Walews




Miew of Phlhzton Dndusoed D aate Soothand

fomresy Tidistrod b siies Moot e ion
for Scotiaag)

Individual factory site at Chiester-le-Street, Fngland

(Courtesy bddustinal | aates Management Corporation ton b oglandy

Indimidual tactors site at Woshaw . Seatland

1 onintess Bndecteod Fataes Speement Carpor sl 1or Soottond)




Industrial zone o Marghera, Veniee
Top: Partial view  of arca zoned for medam-
sized and small-scale industries
Bovom: Partial view of arca zoned for farge
industries

(Courtest 1 nte defls Zona tndustrnde do Porto Maighera,
Venne)
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4 Viewr of the Gaonds syl

e, Madeas

(Courtesy Canmdy industoal ! sate,
Madias

Forge shop Tool room

(Courtesy Guinds Indhusteeal B state, Madeass




Two views of the Madurai In-
dustrial Colony, Madras State

(Courtesy Ministry for Industry and
Labour, Muadras)

Hato Rey Industrial Subdinsion at Rie Predras Caguis Novth Industriah Sobdnison at Caguas

Conrtesy Puerto R o Indostead Devclopment € ampanyg

il N - - .
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