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INTRODUCTION

T™is study of industrial estates in six countries - Cuba, Ccuador,
Iran, Pakistan, Senegal and Turkey has been financed by the Swedish
International Development Authority and executed by the United Nations
Industrial Development Orgsnization between October 1975, and March 1976,
Te Director of the Study was Mr. Jacob Levitsky, Institutional
Infrastructure Section, Industrial Operations Divieion.

Qb qectives of the Study
The objectives laid down in the Quidelines to the consultants —

responsible for the country studies are stated as?

(1) 4o find out in what circumstances the investments in
industrial estates programmes have proved justifiable, and .

(2) what are the factors which influence the successful outoomes
of these projects? "

Seoondary objectives are:

(3) to find out what type of enterprises fit into industrial
estate programmes;

(4) to determine the optimal size of an industrial estate under
different oonditions.

Te results of the study and the oconclusions arrived at are to be
used as a guide to policies rogarding support programmes for industrial
estates, particularly in the promotion of medium and small soale industriss.

Criteria of Sele of P Studied

The oriteria used to sclect the countries whose programmes were

studied wero!

(1) that they should provide, within the limitations of the
resources available in finances and time, a varied and
representative seleotion of levels of economio and industrial




development in the principal regions of the developing

world and cconomic and political systems thereing

(2) that the United Mati~»s should have provided aid to the

programmee at some stage of their dcvclopment.

The selection was somewhat restricted by the conditions inherent
in the sccond critcrion and by the number of Governments willing and
able to provide facilities for the atudies to be carried out in their

countries,

Scogg and Limitations

The objectives lay emphasis on medium and small scale industries.
For this reason the facilitating agencies in most of the countrics
co cerned, particularly Iran, Pakistan and Turkcy, werc those concerned
with @mall scale industry devclopment. In Fcuador and Senegal, they
were general industrial development agencies with sections specifically
congerned with industrial estatc development, whilst in Cuba the agency
principally concerned is the Institute for Fhysical Planning.

In practice this meant that.detailed data on medium industrial
estates, areas or parks for large and medium scale enterprimes were not
casily :vailablc, being usually ‘he concern of dif "erent agencies or
departments. With the exception of one industria. area in Turkey visited,
statisticnl and other data on these industrial areas are very general,
Their contributions to national cconomic and industrial deelopment were
studied only superficially. Vhatever conelusions have been drawn are
bascd in most countries on data referring almost entirely to estates for

small and medium-sized firms.

Definitions

Small Scale Industry: Definitions of "small scale " as opposed to

"large" industry tond to differ between governmental organizations.
National statisticel services tend to draw the dividing line at 9 persons
engaged in a mamufacturing concern, those where 10 or more arc engaged

being considered as "large". Ilinistries or agencies concerned with
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financial aid or previding incentives in the form of relief from duties

and taxes tend to used capital employed. There is usually some contradiotion
between the two sets of criteria. In Cuba there is no real dividing line

as explained in Chapter I. Comparative criteria are listed in Chapter 1,
Table 2. '

Industrial Estatet The tendency is to oonfinec the use of the
term "industrial estate" to areas of land with installed infrastructures,
with or without standard buildings, primarily designed to house small
scale enterprises., In fact, most of those described in this category
in consultants' reports include firms well above the small industry
dividing line, whether judged by numbers employed or by capital engaged.

Fstates for large and medium industry tend to be called "industrial
areas” (Turkey), "industrial parks" (Iran, Pakistan), or "industrial
gones” (Cuba). These appear to provide land and infrastruoture, with
administrative and sometimes common facilities buildings but never standard
faotories, firms being required to build their own to guit their require-

ments.

Common Fycilitiess Generally understood to mean the facilities
on an estate which can be used by all members, finanoed, whelly or partly,
by the collectivity, and used without additional payment. They may include
oonference rooms, exhibition halls, workshops, laboratories, oommon
meoting and training courses, maintcnance of buildings and infrastruoture,
first aid stations, polyclinics, fire brigade and police.

Methodology of the Study

Te duration of the consultants' study missions were two to three
weeks in each oountry, with two days briefing and one day de~-briefing
at UNIDO Headquarters in Vicnna. In each of the oountries participating,
a government organisation sponsored the studies, organised the programme

of work, provided offioe space and, generally, somc transport and an
official to acoompany the oonsultant on visits to relevant organisations
and on travels tc provincial centres.




The first threc or four workins days weregencrélly ~takcn up =
with th finalising of work »ro rammcs, collcotio:. of lasieistatistios
and Mackground inférmaticn and discusgions with officisle- : of Ministries
of Industry, Planning Commissions, governmental organizations concerned
with industrial promotion, de¢velopment Banks, federations of industrialists N
and the like, in order to gain as much information as possible regarding

geperal conditions in the country conoerncd, and specific data on the

\
industriel estates programme as a whole.
This stage was normally followed by visits to selccted industrial
estates and to specific firme, both on the estates and in or araund
the towns visited, in addition to discussions with local authorities,
when in the provinces, and local associations of industrialists and artisans.
A final day or two at the headquarters of the sp-nsoring crganization
to cheok facts and figures torminated the mission,
Individual reports were prepared by the consultants at their homes
and submitted to UNIDO in January, 1976, apart from that for Cuba, which
wae completed at the cnd of larch,.
Probloms Incountered
In 211 cases governments, through their sponsoring ministries or
organiz-tions, took great paing to provide all th: information requested
by the consultants, and to accord them all thc physical and other faeilities
necessary to carry out their assignments. The main problems encoumtcred
by most consultants were:
(1) the shortness of the missions which made inedepth studies
of important factors such ag comparisons of growth rates of
firms in and off cstates or benefits to communitice from
cstates, impossible. In some casce, working $ime was unavoid-
ably curtailed by the nced to travel extensively between centres
of study. .
(2) the lack of reliable, comparable and up-to-date statistics.
In no case, cxccpt Sencgal, were data on performances of
‘

individual firms available. Overall figures for output, value

added and employment on industrial estatcs were not separately
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publighed in -ational industrinl statistics.

(3) the effccts of inflation and changes in ourrenoy values over
the last few ycars (1 :uador, Fakistsn, .urkey), coupled with
the fact that in no cases did all statistics refer to the same

. yoars, made comparisons of rcduced value. The exchange rate
of the Cuban pomo vis a vis the US dollar is artifical.

(4) 1in certain cases (Iran, Turkey), the necd tc work through
interprecters, however excellent, imposed some constraints.

Noteg on thig Report

This Report is a consolidation of six reports provided by five
research workers. It is an attempt to synthesise the faots and findings _—
relating to the six countrics studied.

The individual reports contain copious footnotes and references
to source material. It has not been thought ncoessary to repeat these
in this Report in support of fact:, figurcs or statements reported.
Only where additional material supporting or amplifying statements or
facts reported has been added by the editors have footnotes or sources
been included.

The problem of va.riation" in foreign exchange rates over the last
few yearas vwhen attempting to eornvert local currenc, into U.S. dollars
for oomparability was noted above. The rates adopted are those used by
the individual conmsultants as follows:

Cuba Posos  0.828 =81 (1975)*

Ecuador Sucres 26 = $1  (1975)

Iran Lials 67.5 =31 (1975)

Pakistan Rupees 9.7 =31 (1975)

, " " 4.8 =91 (1969)

. Senegal , CFA

Francs 220, = 31 (197%)

Turkey Lira(TL)14. - 31 (1974)

l/ The Cuban rate of exchange can only be applied with reservations
when used to ocompare financial data.
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The Turkish rate is that which was current acrces most of the
period covered by the figures for the industrial estates, although the
figure i: November 1975 was about TL 15 = %1,

The current Pakistan exchange rate of Iupees 9.7 = %1 umed by the
consultant is exactly twice thc rate in 1969. It therefore seems more
logical to use the older ratc of [lupees 4.8 = %1 with reference to all
figures before 1969, am this gives a far more acourate picturc of dollar

expenditure in that period.
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CHAPTEF T

THE BACKGROUMD -~ INDUSTLIAL ESTATE PROGLAMIIES
IN THETG NATIONAL CONTEXTS

INTRODUCTION

This chapter attempts to sct the industrial estatc programmes of
the six oountries studied in their general industrial contexts and to
acsess the contributions they are making to national manufacturing output
and employment. Unfortunately, as explained in the Introduotion to the
Report, statistics of output, productivity and so on for firms on
industrial estates are not scparated out in national statistios from thosec
of manufacturing industry as a whole, and figures for Pakistani small soale
industry and Senegalese industry arc lacking. In Cuba no formal
diffcrentiation between large and small industry exists. Assessment of
performaence on industrial estates is therefore a matter for the judgement

of the various consultants carrying out the studies.

Modifications havc also had to be madc to some national figures if
comparisons are to be meaningful; these are indicated under the country
headings. Fven within countrics, sta‘istiss for different factors
represent different years and a.u therefore not sl ictly comparable, as
in the casc of overall statistics for manufacturing industry for Turkey,
the latest available figures being for 1970. Those for the industrial
estates are for late 1975. Adjustments have been made. Given the
rather shaky statistical base, the comparable data, both between and within
oountrics can only be considered indicative of orders of magnitude in
situations which, in some cases, have considerably evolved sinoe the

statistios were publishe..

1. CURRENT STATES OF INDUSTRTALISATION

Table 1 gives the comparative statistics for manufacturing industry
in the six oountries, divided into large and medium ard small scale
industry. Table 2 gives definitions of large and small soale industries
for Cuba, Fouador, Iran, Pakistan and Turkey; a definition is lacking
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for Senegal. In practice these definitions are almost useless, because

all the so~called small industry estates have fimms oconsideradbly larger than
the upper limits laid down and the definitions themselves differ between
governm 1t departments. They ar-> principally usec for statistical

purposes and to determine cligibility for conoessions and benefits.

As alroady noted in Table 2, thore is no formal definition of small soale
industry. PFirms with fewer than 10 persons engaged have been virtually
eliminated.

Table 1 shows that Ecusdor apparently has fewer fires under the
small industry heading than under the large, in oontrast tc the other
oountries. In the first place, the figures are estimates, because
Eousdorian statistios divide firms by output and not by numbers employed
a8 in other cases, and in the second, they obviously exclude artisan
workshops, which are inoluded in the figures for Iran, Pakistan and Turkey,

It is a pity that there are not more up-to~date figurcs for these
oountries because they are all currently undergoing an acceleration in
industrialisation which in the cases of Eouador and Iran is due primarily
4c increased oil revenues sinoe 1973. In the ocase of Pakistan, it is
taking place mainly in the public, large scale sector, since the secession
of Bangladesh in 1971. In Cuba the process is an integral part of the
planned development of every aspeot of national economio and social life,

Table 3 is a breakdown of manufacturing industry by industry groups,
intended to give an idea of the statc of industrialisation of the
regpeotive ocountries.

Cube ir & socialist country and as such does not enoourage private
enterprise in industry or oommerce. The only private ownership remaining is
in agrioulture, where guite s large number cf farmers have been allowed to
keep their smallholdingms, limited in area and subject to various oontrols.
It is still primarily an agricultural oountryj the great majority of the
people derive their livelihood from the land, Of an estimated population
of working age of 4,465,000 in 1974, (including many women who do not
work outside thedr homes), only 438,000 were employed in industry. Of these
an estimated 90,000 worked in sugar prooessing and refining.

S TR S T A A o S - .
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As in other socialist countries, industrics arc set up and
managed by lifferent sectoral ministrics, (sce Figure 7, Chapter 111).
For oxemple, the Ministry of Li~ht Industry is responsible for the
operation of leather =.' shoc 1actorics, the linistry of Food for the
production of all food items, the Ministry of Public Health for the
pharmaccutical industry and thc Ministry of Education for cducat ional
equipment and sporting goods. The linistry of Industrial Development
has a coordinating role. Fvery industrial projcct is submitted to a
rigorous tcchno-cconomic examination to determinc its viability and

scale of opecration beforc approval.

As shown in Table III, there is no official policy rcgarding
small industry. Thc notional dividing line betwcen small and large of
100 pcrsons engaged is very much larger than that in other developing
countries. Indeed, thc term "small scale industrics" has no real
meaning in Cuba. All industry is planned to the last detail. The planners
determine the scalc of operations based on market considerations, the
available labour force and the technology to be employed. The oriterion
for planning is the "optimum size", consideration being given to
economies of scale. In many cages, particularly thc prooessing of
agricultural raw materials, one large factory is prceferred so as tc take
advantage of advanced technology. However, in the production of certain
consumer items where the services arc local, such as bakeries and ice
plants, and where methods arc 1l-bour intensive, mialler plants are set
upe No spccial measures are needed to assist thesc. Cooperatives,
although approved politically and socially, have not yet developed in the
industrial scctor.

ECUADOR

The dividing line botween large and smal’ industry has been
arbitrarily chosen by treating the lowest two output groupl,l the average
size of whore firme are 8 and 16 persons cngaged respectively, as small
industry and the rest as medium and largc industry. This brings the
Ecuadorian statistics as nearly as possible into linc with those of
Iran, Pakistan and Turkey, wherc the dividing linc used by the statistical
institutes is 10 persons engaged.

I/ Ministry of Industry, Commerce and Intcgration: Manufacturing I%ltg
Establishments grouped by Out¥ut and by Industries, 970 (attached to

ox-iginaf Conmultant's Report.
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Growth ratc of the GDP of Ecuador in 1974 was 9.5-10 per cent,
but t is was mainly due to tI increase in o0il 3:venues. Ecuador also
benefits from the aillocation of quite a wide range of products to be
manufactured there under Andean Common Market agreements. Few of the
firms generated by these two factors are yet in opcration, so that
the 1970 figurcs may still te fairly valid today. In any case the
Eouadorian industrial estates programme is so small that statistical

variations do nct matter.

The estimated average employment for the "small industry" groups
was 8.5 per cent, while 54 per cent of cmployment was in groups
averaging more than 100 workcrs per firme What industries there are tend
to be medium-sized rather ithan small, leaving a large artisan sector
unaccounted for, including many repair workshops integrated in the
Turkish figures. From Table 3 it car be seen that 66 per cent of
the workforce was employed in food, drink, tcxtiles and clothing, vhile
only 8.9 per cent werc cmployed in basic metals and metal products
manufacturc. This ie fairly typical of the early stages of industrial-
isation,

A surprising featurc is the very wide gap in output and value
sdded per person cngaged hetween the large industries and the small,
becau.c thomc small firme vie ted by thc consul .ant ssemed rather better
equipped with aids to productivity than gimilar firms in, say, Pakistan
or Turkey.

1RAN

In iran in 1973-74, 97.4 per cent of all industrial establishments
hed from O - 9 persons cugaged, the average per unit being two persons.
Clearly, the vast majority of thise cstablishmcnts arc gingle artisans
whoso families are not regieiered, although they also work in the
business. 2.1 per ocent employ between 10 and 19, 51 per ocent of persons
engaged were in uniis in the 0 - 9 range and another 10 per oent in the
10 = 19 range. 35 per ceni were employed in firms with over 100 workers.
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Numbers of establishments in Iran grew from 165,280 in
1970="1 to 242,451 in 1973~ 7., an increase of /5 per cent in three
years. The growth must obviously be in the handiorafts sector, btut
percentage-wise the inorease was in the ovoer 100 cmployees category
whic;h doubdbled in number from IO to 600 firms.

In Iran in 1971-72, 65.8 per cent of persons cngaged were in food,
drinks, textiles and clothing, while 17.2 per cent were in basic metal
industries. Sinoe the fcrmer group of industries is normally more
lab ur intensive than the latter, the country is evidently much further
on the road to industrialisation than Eocuador.

PAKISTAN .

After the 1971 war the Government embarked on a programme of
national isation including banks, major enginecring industries, automobile
mamfacture, trsotors, coment, sugar and othor basic industries.

Thcy are now grouped in a number of State corporations under a Board
of Industrial Management. The public sector has planned investments of
7,861 million rupecs ($ 810 million) in the period 1975-1978, of whioh
4,762 million rupees ($491 million) represents foreign financing.
Projected private investment in large scale industry for 1974-=75 was
610 million rupces (3 63 million) and for small scale industry

500 million rupeces (3% 51.5 million)l.

From Table 1 it can be scen that, in spitc of ite much greater
population, Pakistan industry emrployed fcwer pecple in large industry
in the year 1971-72 (when figures may have been distorted by the war),
than either Iran or Turkey, in spite of its muoh greater population.
The productivity is slso lower. Roliablc figures for small soale
industry do not seem to be available.

Official estimates indioate that the small industry ocontributicn
to ONP fell from five per oent in 1960-61 to 3.2 por per cent in 1973~-74.
This is felt by the consultant to be conservative; he believes that
for 1973=74 it may be as high as eight per eent. The SS8I share of

e a in this paragraph has beer extracted from a study made in
June 1975 of management development needs in Pakistan by
CeRe Wynne-Roberts.
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industrial investment rose from 10.7 per cent in 1965-66 to 16.5

per cent in 1972-73. However, the share of output is- said to have

declined from 26.4 per cent 1o ¢2.1 per cent. The figurcs are apparently N
unreliable. ‘

Small scalc industry's exports are extemsive with a high rate of
growth in carpects, surgical instruments and sporting goods. In 1973- 74
products traditionally part of the small industry and handiorafts seotor [
made up ¥ per cent of tho total exports of manufactured products of
3.86 billion rupces.

Capital productivity secms higher in small than in large firms,
although the capital investment is tar lower., Inoremental investment
for each additional workplace is emall industry is 3,000 rupees ($ X9), in -
large industry it is 30,000 rupees (3% 8,247).

SENFGAL

No overall statistics for industry or cmployment in Senegal appear
to exist in any of the UN Statistical Yearbocks. The figure of 190
manufacturing firmas is based on a survey by an E.E.C. team. Of these
29 (15 per oent) employ more than 50 persons but supply more than 90 per
oent of thc added value. The percentage of foreign firms is believed
to be Ligh.

TURKEY

Turkcy is the one <ountry of those studied where there is an -
effective industrial cstates programme, particularly in the small industry
sector, It is espeoially unfortunate that the industrial statistios should
be so out of date. A census was taken at the end of 1375, but it will
be many months, if not yeare, hefore the results appear,

The publication of the Natio al Institute for Statistics from which
the figures in Table 1 were taken differentiates between "employees" and .
“persons engaged", the lattcer presumably being members of the owners'
families and other uninsured persons. In large industry (more than
9 persons engaged), of the 449,31 persons engaged, 443, 401 are listed
as employceos, while of the 324,908 persons in small industry, only
98,325 are 8o listed. The position in Turkey is further compl-ig:ated
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by the employment of very large numbere of boys b tween the ages

of 12 and 15 who do n.* lhave *. te registered for social scourity and
whome presence, it is understood, is not always dcclared. In some small
firms, they make up more than half the numbers cmployed. The Turkiye
Is Bankasi, Nleview of Lconomic Conditions, 1973~75, gives the insured

labour forece in manufacturing as 553,000, an increasc of only 2.1 per
cent over the 541,726 number of employces, presumsbly all insured
persons, given in the 1970 census figurcs. This secms improbable in
the light of the growth rate of the Turkish industry which in 1974 was
9.4 per cent and in the reccssion year of 1975 was estimated at 7.6
per cent. If an average figure of only seven pcr cent can be

accepted for the five years 1970 to 1975, the growth in that peried is
35 per cent.

The 170,123 amall firms listed include 86,887 in which only one
person is said to be engagedl/and 114,920 were using no-power machinery.
Thesc would be most likely to be found in the "one person engaged"
group. Mo comparable breakdown of machinery or horsepower employed in
industry cxists for other countrics. It could rcasonably be assumed that
few, if any, of the firus not using powcr, whose numbers may well have
diminished over the last five vears, are on an industrial estate. To put
the oontribution of ir ueiria) cstates to industry as a whole in perspective,
it is therefore proposed to deduct &ll the "one person engaged"
businesses from the total of cstablishments, cven though some do use power.
This should give a morc rcalistic picture of the relation between numbers
of firms and persons engaged in industrial estates and the figures for both
the whole of the mamufacturing industry and the emall industry sector.
If, furthermore, the growth of Turkish industry be taken at only
soven per cent per anmum over the five years 1970-75, the numbers
employcd may be increased by 35 per cent. This will modify the figures
for 1970 as below. The estimated numbers employed in 1975 would then
bet

Although, curiously cnough, the number of "persons engaged" is
given as 88,259

o
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1970 +35. 1971%
Total persons engaged T14, 209
, 88,2
less "one person" firms m%g + 240,082 926,032 -
Persons engaged - 88I 324,908
, \ 88,2
less "one person" firms -2-3-5:&% + 82,827 319,476 a

The above disoussion gives some idea of the difficulty of producing
meaningful figures by which to assess the role of industrial estates.
They will be used in connection with Table 4 and Seotion 5 below.

From Table 3 it may be gecn that the metal produots and machinery
group of industries is second only to textile and clothing group in
mambers of establishments and persons engaged. This embodies the
mamufacture of transport cquipment, which presumably includes the huge
mumber of automobile repair shops which provide an important perocentage
of membership of industrisl cstates (sec chapter 1I).
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2. QOVEDNNMENT POLICIES AMD PROGI 'MMES FOI SMALL INDUSTRY

Ir all countries except Cv 3, small industry is subject tc some
form of Government aciion and oncouragement.

Bougdor

In Ecuador there is a epecial law which providcs may benefits
in the form of exoneration from import duties and taxcs, generally for
the firat five ycars of the company' ¢ 1ife.l/ Firms wishing for these
benefits must register themsclves with the Ministry of Industry,
Commerce and Integration, (MICEI), and must be approved by the Inter—
Ministerial Commission for thc Development of Small Industry and
Handiorafts. They must be members of small industry associations. There
are also threce official financial institutions which will provide oredit
facilities to small industry and handicrafts. Toohnical assistance is
available through thc Centro Nacional de Desarrollo Industrial del Ecuador,
(CENDES), which is the agoncy under the MICFI responsible for the
implementation of industrial devclopment policy and which also provides
the management and financing for the industrial estate programme.,
A UNIDO technical cooperation mission is currcntly attached.

IRAX

In Iran the objectives and rlans for industrialisation have been
completcly re-evalued as a result of thc recent increase in oil revenues.
8o far no new polioy has been evolved and ocurrent policy consists of a
series of ad hoc decisionss Rapid industrialisation is the otjective of
the Government, but the meaning of this in quantative terms is not olear,
nor is it certain where Iran's comparative advantage in industry may lie
when the oil revenucs begin to taper off. There seem to be two main routes
along which the process of industrialisation is being guided, namelys

’

y Ley de Fomento de la Pequeﬁa Industria y Artesania (Revised and
Codified) Decreta No. 921. 1973.




= a large scale developm 1t of the process’ g of the natural
resources of oil. natural gas and metallic minerals by the
3tate sector in conjunction with foreign assistance, and

import substitution across a wide range of producis by
privatc industry, domestic and foreign, with little
guidance as to the selection of products.

The small-scale industry scctor is concerned only in the second
field, There is a more or less free issue of permits - in 1974-75,
650 permits were issued to medium and large 3calc plants, the total
capital outlay sanctioned being 200,000 millions rials, (approximately
% 3,000 million) 50 per cent being to the privatc sectior. These are
asmociated with a protective commercial policy, and free availability
of foreign exchange for imports of raw matcrials, capital equipment
and technioal assistance.

The main constraint is Iran's abe ‘rptive capacity. The development
of new industry can only proceed at a pace consistent with the oapacity
of Iran's physical and man-made infrastructurc to cope with it. To mpeed

up the process and protect the fragile natural environment, the Government

has decided,' initially at lcast, to =llow industrial development in a

restricted number of locatious, gcographically balanced for social,

political and economic reasons.

This policy of concentraticn is bascd on the old system of industrial
goning which started in 1967 from a iecision to ban all further expansion
cf industry in or within 120 miles of Teheran. At that time, polluticn,
congestion and water supply problems werc felt to have reached oritical
levels. Under this policy four cities were initially identified as

scnes for industrial devclopment.

Tabrig, (in the north), for hcavy industry;
Nasht, (on the Caspian Sea), and
Shiraz (in the south), for clectronics and eleotrical industries;

Isfahan (in the oentre), for stecl based produots (to profit from
the stecl industry already there), and
light oonsumer goods.




Later were added:

Khorasan for 1ood processing;
Arak (200 km. S.W. of Teheran), for aluminium based industries;
Kuzestan (S.¥. on thc Gulf), for mixed industrics.

These zones are developing according to plan, cxocpt Khoresan
and Isfahan, where as yet little has been donc. In addition, spontancous
and unplanned industrial growth has taken place at Qazvin and Saveh,
both just 120 kilometres from Teheran. Industries therc can be managod
from Teheran-based head offices and benefit from proximity to Government
offioes and the city's infrastructure. The Government has stepped in
at Qazvin and is developing an important industrial park. It has now
taken ateps to identify morc towns for development and establish most now

plants in industrial parks. (Sec Chapter 11),

Little scrious thought is being given to the development of small
industry, which is being left %o its own devices, within the flexidle

policy structure of imports of capital goods and raw matcrials. Posgitive

measures are being channeled through the Organization for Small Industry
~nd Tndustrial Fstatcs of Iran, (0331), an offshoot of the Minimtry of
Economy and Finance, whose contribution so far ha~ been marginal duec to
lack of staff and financce Thoerc are scrious weak.esscs in tho Goveriment
machinc responsible for indusgtrial policy and a chronic shortage of
trained and oxpurienced specialists, which is resultins in a slowing down

of agreed oourses of action.

Pakistan

Pakistan has in the past been mainly ooncentrating her industrial
effort ;m larpge and medium enterprises and a oonsistent long serm policy
for small idustry has not developed. Apart from the development of a
few industrial estates in the carly sixties, small scale and rural
industry seems to have becn neglected. Even smtatistical information has
not becn systematically collected, a national survey (West Pakistan)
being last made in 1967.




However, ae Table I shows, small scalc =nd handicrafts industries
employ 2 million people, 1.2 million in rural arcas, nearly 1l per cent
of the labour force and 35 per cent of the totsal umployment in
menufacturing.  Evidently the way in which this scotor responds to
market opportunitics and change vill have important rencreussions on

Pakistan's development pattern anl total economy.

L8 may be scen from Table 2, small-scale industry is defined by
the numbcr of workers, {less than 10 with power machinery) and an upper

limit of capital invested in fixed assctg.

The organization resnonsible for small industry development and
» industrial estates until 1972 was the Small Industrics Division of the
West Pakistan Industrial Development Corporation, (PIDC). Since 1972

control has been in the hands of the four provinces,™ cach of which

has sct up its own organization.

SENEGAL

iy
. The official institution responsible for industrial dewvelopment
is the Sociét¢ nationale d'Ftudes et de Promotion industrielle, (SONFPI).
Its aim for the next five years is to help 30 African entreprencurs
to create small or medium sized industries. In order to satisfy the five
oonditions considered nccessary to create viable cnterprises, SONEPI

is giving assistance in the followine ficlds:

= acquainting investors with managerial and adminigtrative
toohniquess

- making feagibility studies with the owners of prospective firme;

- financing the acquisition of mach inery and equipment and providing
working capital;

= helping in the management of the firm and marketing of the productsj

- assisting to improve production and develop rew products.

The major problem is financing the projects. It is very difficult
to obtain medium and long term loans from banks. A local investor ean
only obtain suoh a loan if he is able to bring 35 per cent of the total

I/ Yaluchistan, North West Frontier Province (IWFF), Punjab and Sind,
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investment required, which very few Senegalese are able to do. To
overcome this problem, SONET'I has created in 1970 a fund by which
participation can takc place and loans be puarantecd. This works with
the cor seration of the Governmc 1t, the Banque ceriralc des Etats
de 1'Afrique de 1'Cuco. and French and West German aid. Through this

i

participation fund, SOVF”1 can make up thc investor's contribution to

the mandatory 35 per cent. The private investor commits himeelf to

take over SONEPI's share as soon as the bank loans for material and
equipment are paid. As of March, 1975, this fund has helped to oreate

34 new enterprises. Some 50 million francs CFA, (about $23C,000) have
initisted total investments of 1,050 million franos, (about $4.77 millions).
Of this sum, 583 millions have been for medium sized industries and

468 million for small industries.

Although well-structured, SONEPI at present lacks sufficient -—
qualified staff, bui is nevertheless stcalily becoming more effective.

Durkoy :

The organization rcsponsible for the development and implementation
of policies for small scalc industry and industrial cstates ias the "
Department of Small Industry and Handicrafts of the liinistry of Industry
and Technology. In Tirkey it is not necessary to promote small industries}
they already exist in large numbers. For example, Gaziantep, a city of
less than 300,000 inhabitants, in southern Anatolia, is said to have 5,000
small firms, most of them rcally artisan shops. 4 very large number, as
in other towns, are concerned with automobile and agricultural eqaipment
repairs The Ministry is therefore concentrat ing on upgrading existing
industrics; industrial c¢states are an important instrument in this
process. (See Section5.) They are also a means of stimulating industrial

development in less devcloped regione.

Apart from thc promotion of industrial estates, the Ministry
provides some raw materials, notably iron and steel at prices below market
prices, meeting about 50 per cent of small industry's demand. Credits for
equipment and working capital may be obtained through small industry

associations,
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Tae Department carrics out a treining programme supplementary to
those onerated by local techrnical schools which embraoce selected
technioal fields eurch ~5 weld$+~~ and other techniques cf metalworking,
redio anc electrical manufacturc and repair, automobile engine repair
and wooCiorking. Different towns in which courses will te held are
selected bty an ad hoc committec. There are =1so programmes for owners

and malagers.

Finally, the Department is developing extenaion services. A

start has been made with a UNIIO supported project on the Gaziantep

Industriel Eetate (see Chapter 11), which is currently providing

technical assistance tc industries in the city. The experience is
proving positive and has resulted in 2 project, alsc with UNIDO support;

to get up a National Small Industries Development Centre.

3. CONDITIONS IN SMALL INDUSTRIAL ESTABLI1S!MENTS

Before moving on to discuss the place of industrial estates in the
countries under study, something must be said briefly about conditions
in exieting industries, particularly smell firms in citiee, since this

is a2 orftionl facto™ in the dev-lopment of industrial estates.

Generally speaking, conditions in emall manufacturing enterprises
and repair shops ir developing couniries arc very bad. The premises
are cramped, badly lit,lacking ventilation, and machinery is usually
unprotected. In oountries where ihe climate permits, they tend to
spread their activities and their stocks on to the sidewalks and even
the roads. These conditions dc not make for efficiency. However, the
small indusirialist will tend 1o cling to his premises uutil he finds they
seriously impede ‘he growth of hie business, and usually much longer
than he should. Among the reasons for this are, first, the premises,
ofter pimple wooden structures or old houses, vcry cheap to rent, if
they are not his ownt larger alternatives and purshase elsewhere would

normally mean outlaying a good dJdeal of capital. Scoondly, these premises
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are usually fairly central and in districts wherc groups of small
firms ~ auto repairers, metal furniture makers, carpenters, shoemakers and
so on  form their own special marters. They a. : easily accessible to

clients, for rau materials, equipment and other services.

In every country studicl smell entrepreneurs expressel fears that
if they moved out to industrial cetates, they woull lose contact with
customers end their vacated premiges might cven be re—occupied by firms
in competition with them. Cnly in Turkey has this fear, although
initially strong, teun cxorcised by the creation of industrial estates
by cooperatives of firms in thc samc and related ficlds. This problem does -
not arise in Cuba because thc producers do not market their products.
One of the primary objectives of thc Turkish programme is to reduce
the oongestion in the cities and towns, much of which is caused by the
very large numbers of small firms operating in confined premises in
narrow strecis. Te-oncupation of these premises by industrial firme is
forbidden once they are vacated and attempts to do so are frustrated by
the municipalities cutting off power and water. The same drastic
action mey even be taken against firms which arc slow to take up their

places on completed esiates.

The small firm orerating in dilapidated premises on congested
streets is common in Turkey and Vakistan. In Iran, many artisan workshops
arc locuted in coverel bazaars. which arc in them.elves a form of
industrial estate with "strects" allocated to various trades. They
represent not cnly physical entities, but the "bazaar" in Iran has been
in the past the major trading and financial institution, often responsible
for financin~ and setting up modern factories outside., Bazaar premises
are generally very cremped ani the structure makes any addition to the

premises difficult, if not impossible.

Conditiors in industry in Cuba before the revolution were similar
to those in most other developing countries. One of the major objeotives

of the Government in concentrating smaller units into larger ones is to

improve working conditions and he able to comply with the regulations

of the Ministry of Lavour. The provision of modern buildings erected
for the larper production units makcs an importent contribution to

thiﬂ a.im.
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In Ecuador, it seems that only in Guayaquil (994,000 inhabitants),
the largest city and main port, are conditions of small workshops in
tho tow.. as cramped and the congestion becoming as scrious as currently
found in some countries in Asia. This is certainly one of the reasons
why until recently there has bcen very little enthusiasm among small

entrepreneurs to move out on to industrial estates.

4o . THE SMALL INDUSTRIALIST AND HIS WORKLLS

In all countries, whether developed or developing, the smali
industrialist is a man who has the energy and thc "achievement motivation”
to lift himself out of the ranks of his fellow workcrs and strike out,
letting fo the security of a salaried or wage—carning position to take
the risk which can bring greater rewards - but also bankruptey.

He has a desire for independence arn'! a certain confidence in his own

abilitics not found in thc average employee.

In developing countries where there is still plenty of scope for
setting up new industries larger firms are usually set up by merchants
who have made money, often by importing, and who sce possibilities of making
even mc—e money by producing tr- goods in their ovn countries. It was
thus in Pakistan, after thc partition of India, particularly in the
textile industry. Sometimcs the entrepreneurs are financiers (money
lenders), or landowners, who have received compensation under land refore
sohemes, as in Iran, In Latin America they may also be immigrants with

moncy. Thie does not, of course apply in Cuba.

The small industrialist is generally a craftsman with the strength
and weaknesses of his kind, He is likely to have little formal eduocation,
(only two men were met among small industrialists in Turkey who had some
technical education). He may even be illiterate. He is generally

resourceful, good at improvisation and good at copying. Outstanding

examples of these characteristios were seen in both Ecuador and Turkey,

although thc general character of the two peoples is quite different,




The man who has get up his own business, with all the attendant
risks and headaches, has done so, inter alie, because he wante to be
his own master. This fiercc independence ‘ay make it difficult for him
40 cooperate with fellow entrapreneurs and, indeel, he may mistrust thoem,
In Ecuador, the consultan® was repeatclly told: "We are bad at
cooperatives". On the other heni, ir Turkey there seccms to be a long
tradition of cooperation and a dogree of mutual trust which makes
cooperation relatively easy. Jeports of conversations which the consultant
had with industrialiste on thc industrial cetatc at Thics in Senegal
seem to confirm that the artis~ns therc are devcloping entrepreneurial

characteristics.

The characteristice of thc entreprencur and national character
are important in the succcss of an industrial cstatc programme. There arc,
for example, marked differencce in the attitudes tc sctting up industrial
estates in Turkey and in Ecuador. In Turkey, the Government credits ' .
available for buildings were in many cascs only partially taken up by *
the cooperatives, even with an interest rate of only five per cent.
in some cases large estatecs have been set up with no Government help at
all. In Guayaquil it was statel that, althoush many industrialiets
were anxious to move out of the city beoause of congcstion, they were not
prepared to contribute to the ~reliminary studics necessarye The
question is examined again in Chapier V.

In all countries very small firme rely heavily on family members.
In Turkey, where adult workers have to be insured for social security,
thus adding to labour costse, there is extensivc employment of boys
between 12 and 15 years, nominally learners or apprentices. lost small

£irm owners scem to have started their working lives in this way.

Adult workers in small firms generally have much worse conditions
of emplovment and of work than those in large industry. Even in
countries with strong trade union movements such as Pakistan and Turkey,

unionists are rarely tound in small firms.1 Only on one industrial

l/ Since the 1971 war, trade unions in Pakistan seem to have splintercd
and there are row more than 7,00C.




SO LoV wep pIwI0 yuyss reytoper g sws sy sef woveys o cumBif aeeedes oy

L 4
‘RSP TS WD ?\Aw\n kbu. S5 74957 € \UNSQ\Q 39 WD pricy e
Ty voﬂ .w!..m / SLE/ iy ViwiySI Ut \0«4.\.".8\\05 wisy iV \ex.\h.vv\u»(\ Pig 4544 \M\ h»u..,qnnw..l -
t <
4 TSR3 A h.tn\ .QS\.W- \..\tc\m 432 O3 -
[ L
et B o o - gl SN AR] g - T R 1. D e Theeny
ULIG\ ‘o i TP, T .i VA(\\f\ - SN - fo el Kes e R iy s M
.N.U\\A‘~ *ﬁl‘ an\ - m - N sty !\M\U.\.v\ - _“ . &.\U “|.| IM h.t\ ‘Y o uln .W:MN
.\aw. slsclE ‘oY 000’Cco0y DLy ELF Sss? - Mw- e 3D Sh .\....‘..‘.‘ PR
hb\emﬂ ‘€& vy YN OCT TES z6E - SR TYIT A u.
& =
w-\< ‘-Q t-\‘ wr“tt‘.w O:V.\ - rﬁhl”\\\\\ (~w”!\\_\t-. ,\\. w” 7-
&, N oY | 19557 Y S/ - Nt A i -?.,\.r.\m-:w o
s woelers &y | ooobog {iiiloco‘nss 1255 - o ood 3 wis sugany Ly
rnvm\&h\\\ os/ AL8sE ﬁ. €L COTY 839 - S MY FET £O %Y ,m
£lay 215/ o5/
TwoINTS Sy Yo/ P PO D By

hN

o |

> & L LT

FONGZO W P PiRAPUL 5 HANJIOS G0,y [ g D]
L] WD PIANY QY SUGUTYY [P




- 29 -

estate visited in Turkey werc the beginnings of unionism to be
found, although in firme on a large industrial area the majority
of workcrs were unionised. o irade uniorists werc¢ found in Ecuador

or Jenegal.

5. THE "LACE OF IVDUSTRILL FSTATES IN THY WATIONAL
TNDUSTH1AL CONTEXT

Table 4 shows somc statistics regarding industry, employment and
industrial estatcs in the »ix countrizs studied. The table is divided
into large and medium industry and small-scale industry. Statistics
regarding manufacturings industry in Senegal appear inexistent and data
for Pakistan is Sketchy. Nowhere has dsta regarding outpuss from firms
on industrial cstates becn ~eparatcd out from general industrial figvres,
whioh makcs it impossible to assess t5 what degrce productivity on
industrial estates may be highcr than for the general run of industry,

gomcthing which might he erpected.

The coniribution of industrial ~states to thc economies of the

respective coun*ries arc cormentied in turn below,

Cuba: Loart fror the minine and sugar industries and oertain light
industries relying cn femelc laobour, which are therefore housed within
or ne.r rceidential arcas, al. industries will .o future be located and,
in‘part, integrated in industrial zones. Uhis means that "compact
planning" = the grouping of faotcrizs in restricicl arcas -- and the
provision of common services will increasingly beccme the standard

practice. (See Chantor 11).

Eouador: Firms on the only two estates occupied, Ibarra and Tulcan
number five, all medium sized, thres at Ibarre and two at Tulcan.

60 workers are employed at Ibarra and 140 at Tulcan, the main employment
there being in a firm makirg animal feedstuffs employing 100 workers,
including salesmen arc staff. and a firm proccssing raw cocoa into blocks
of chooolate for us¢ ia confoctionary. The production of the latter is
practically all exported. This repregents 0.72 per cent of the fi-ms
and 0.40 of the empleyment ia 1970, certainly lesscr percentages of
today's fipgurcs.

—



Neither of the "crtatcs" really qualify for the term, being in
each case three gtandard uniis located on prepared land erected at

> no other amenit :s. Certainly in

)

Qover ment expenaa, 4i.cr: bei
the case of Tulcen, wherc both firms are owned by the same Colembian

company, the firm would have pone ahead and sct up its plants on ite -
own site, had the prepared site nnt been available.

Iran: Table 4 shows ‘hot in Iran there are gc far no small

industry estatcs, alshoush 30 are under consideration and four in course
of development. Nors scems yet to “e operetional. The Ahwaz Industrial
Fstate was intcnded for amall indusiry (sce Chapter II), but small firms
could not be induced to join it and all th¢ firme on it arc medium
sized. The official [igure for cmployment on the estate is 500, but

a UN survey found it to Ve 207.1 This is after 10 years of operation.

The industrial development programme calls for ths zoning of
industry in selocted towns. Six industrial zones arc currently under
construction for medium and largc industry, of which Gazvin is partially
in operation with BC firms in production. If the national average of
about 70 employces per company be uscd, this mcans thc employment of
about 5,600 workers. Wazvin has at present unde:é/construction a
further 40 plents and 20 fiims have taken leales."/ It is intended
to exnand the estate 4o take another 80 units, which will make the
eventual total 270 n i*s, TF +hc ratc of cmployment is maintained,
this should finally nrovide employmenti for mere than 15,000

For a single cetate this 13 an important contritution.

The programme of estates for medium and large industry is
envimaced as rising to 15 estates of 200 unite each £iving employment
to 45,000 perpons per estate, a total of 675,000 new jobs. This must
be oonsidered as a very long term programme, possibly 15 to 20 years.
Even then, an avcrage siz: of 225 cmployces per unit scems rather hig\,
given that the major industrice such as motor cer assembly plants,
stocl works and heavy machirery tuilding factories will be outeide
the cstates. The ~stimate for the completed Qazvin cstate of 15,000
employess sounds mor: reslistice Cne factor which makes the attainment .

of such = large numbder of joks ia medium and large indastry doubtful

17 Probably duc, n-purt, to some verkers faking two - jots.
2 e Th®le 5: Maapter I,

-
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is the absorption oapacity of “the Iranian market or, indeed, of the
oxport markets accessible to Iran within the foreseeable future.

So far industrial estates or zones (Ahwaz and Qasvin) have
contridutod 95 firms (1.5 per cent of laige and medium firms) and an
estimated maximum of 5,500 jobs (1.2 per cent) to employment. If,
however, the programme for the large and medium industry zones doos
materialise, even at the lower level of employment of 70 jobs per unit,
it will begin to make a significant contribution, Furthermore, the fact
of coreating an infrastructure for a group of buildings on a large scale
inetead instead of factory by factory, as in the case of individually
located plants, cannot but reduce the investment substantially, as
well as protecting the environment and the soarce regouroes.

P.I_:iltg,_q

Statiltic- for numbers employed in Pakistan appear to ineolude
artisan workshops which cannot properly be called "induastries". The
total number of small firms in the country is not known, tut 270
were ;n operation on the amall industry catates at thec time of the
consultant's study. Even if artisan workshops are excluded, this
cannot be more than five per cent of the total, and probably less.

The 8,000 jobs on the amall industry cotates estimatecd by the

consultant (see Chapter 1I) reprewent only O.A‘per cent of the persons
engaged in small industries and handicrafts. Furthermore, many of the
firms on the industrial estates, a few of which employ over 100 workers,
were already in existenoe, and moved to the cstates with an important
part of their workforces. FExperience in Turkey suggests that firms
double the number of their employees on an average after two years on an
industrial estate. If this is the oase, the small industry entates have
created about 4,000 new jobs over more than ten years since the estates
were sot up, not a very impressive performance. The occupancy rate on
the estates is still low, apart from two in the Punjab.

Very little statistical information has been made available about
the larger estates. The first estate to be set up was that in Karachi
in 1948, just after the creation of the State. It was intended to
dovelop it across 2 years and by 1969 it had about 700 firms on it.
The average of employees per firm ig not known; if it had to be very
oongervatively assumed to be only 40, this represents 28,000 jobs,

0



oreated at a time when Karachi was s town swollen with a huge

refugee population desperately in search of work., The Karachi estate
muet tk refore be said to have laid the foundatiors of industrialisation
in Pakictan (tnen West Pakistan), together with the textile firms
founded, mainly in Karachi, through the early fifties. There was

very little other industrial employment at- that time.

In addition to the original Karachi estate, six other estates
wore sct up for medium and large industry in the early fifties
and in 1965. VNeither the numbcrs of firms on each of these nor the employ=-
ment on them arc known. Again it is necessary to make some guesstimate
tc assess their possible influence. Some are smaller than the Karachi
eastate, aﬁd the investmcnts much lower. Assuming a figure of 50 firms
per erstate with an employment of 40 per firm, this makes 300 firms and
some 12,000 jobs in ten years. Added to the possible 28,000 jobs on
the Xarachi estate, it represents 40,000 jobs, 13 per cent of the
present workforce in large and medium industry. It should be noted that
on these eata'ies moast, if not all of the firms will bc new ones, so they

reprecent new jobs.

The total msum invested in thesec estates is 72 million rupees
(approx. %14.86 million, or about $ 370 per job), very cheap at the
px-ice.1 Even if the estimates of jobe created are twice what they
really .rc, it still appears a ost economical pr Jramme. The Karachi
estate alone cost 32.5 million rupees (% 6.70 million), which for
700 firms gives 19,572 per unit or at 40 employees per unit, $ 238 per
employee.,

Semagal

The only functioning industrial estate in Senegal is the Domaine
industriel de Thics. A description of the estate is given in the Senegal
Section of Chapter II below. Bricfly, nine firms which fully ocoupy
the estate were recruited from local artisans., Of these, five are
proving successful and are erpanding their activitice yearly. Between
1971 and 197% cmployment rose from 75 to 138, while turnover for the
estate as a whole from 70.3 million francs ($ 319,545) to 177.7 million
francs (3 %07,727) or % 4,260 per employee in 1971 to $53853 in 1975

I/-"éée Tntroductiod regarding change in rupce/dollar exchange rate.
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If only the five more sucocssful firms be taken (the turnover of the
others is either nearly static or declining), then the figures are

much better, but difficult to comparc bccause esome of them did not . l

start operations until later ycars.

The investment in this estate has been comparatively heavy,
654225 million francs (7 296.477) including % 43,75C forcign component.
In addition there has been continuing technical assistance to the firms .
by SOMNEPI staff, a UNIDO expert and some French volunteers. The
investment, including btuildings and, it would appear, machinery and
oquipment, has worked out at $ 2,140 per job created. (See Table 12
Chapter II). It is to be expected that the cost will be high in the
very earliest stages of industrialisation.

Four other cstates are planncd at an estimated investment of
% 5,012,545 planned at creating 830 jobs., Morc than half the sum
$ 3,076,590 is to be spent on the Dakar Frec Zone, of which 3 2,554,545 is
o be a loan from the Federal Republic of Germany. This is expected
to create 465 jobs at what appears to be a high cost of $ 6,610 per job. .

1t is difficult at this stage to judge whether or not the Senegal
industrial estate programme will contribute effeotively to the country's ”
industrialisation. Over and above the 9 firms on the Thies estate,
64 firms have made proposals to join the other cetates when they have
been £:t up. In this small c-untry, it may be *hat this will aocelerate
industrialisation to a degree which oould not be achieved by any other

means.

Turkey

1t can bo seen from Table 4 that there arc a substantial number of
firms on industrial estates in the small-scale industry sector in Turkey.
Details of the programme and how the numbers employed were arrived at
are given in Chapter 1I. The number of small firms and of persons |
engaged, which also differ from thosc given in Table 1 have been modified, |
as explained in Section 1 of this chapter, in an attempt to make the

asseasment of the role of the industrial estates more realistic,

There are currently 28 industrial estates known to be operational.
The 6,134 firms on thcm represent about seven per oent of the estimated
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number of small firms above the handicrafts level; the numbers employed
represent about 7.6 per cent of the estimated employment. The policy

of the Turkish Government, described in Chapter .| below, is only to
provide places on small-scale industry industrial estates for exisgting
small firms and not to accept new ones. Information from officials

and others on the estates visited indicates that most firms at least
doubled the numbers they employed within two years, so that the new
employment created by these estates would be of the order of 12,000
jobs.

This programme has been undef way sinoce the beginning of the
sixties, but most of the estates have been operational only sinoce 1970.
It may be noted that the estates, as a rule, are fully oocupied
immediately they are ocompleted. -

~ The industrial estate programme in Turkey is beginning to snowball,
44 industrial estates offering about 14,80C units are under oonstruotion,
most of them started only sinoe 1970. They may be expected to provide
some 60,000 jobs, of which 30,000 will be new ones, by 1977. If it be
assumed that the number of jobs in lfmll--ncgle industry increases by
10 per oent between 1975 and 1977,* then it should reach about 351,400.
Jobs on industrial estates by this time will total around 84,000 or
23 per oent of all small industry jobs. However, the 30,000 new jobs
on the egtates due for termination by 1977 repreasent a muoh higher
perosntage of the new jobs in the small industry sector as a whole, and
whioh ocould be as high as 90 per oent. This could mean that in the
small industry sector in the future, a majority of new employment
oreated ocould be on industrial estates. In addition to the 44 new
estates under oonstruction, 13 are under consideration by the Ministry.

The industrial areas programme in the medium and large industry
sector has lagged far behind in the industrial estate programme and is
only now beginning to develop. It is discussed briefly in Chapter II.

1/ Vhen practically all the industrial estatcs under oonstruction
will be operational.
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CONCLUSION

Llthough the discuseion in this chapier has been based on many
satimates and assumptions, it gives smome picture of the conditions
in the countries studied and, it is to be hoped, some idea of the role
which is being played by the industrial estates for Loth large and small
industry in their industrial Jevelopment. Two countries emerge in which
irdustrial estates do seem to have contributed to a marked degree,
Pakistan in the large and medium industry sector and, outstandingly,
Turkey in the small industiry sector. Fouador, so far, has produced few
results and for Jran it is too early to be alle to make a judgement.
The modest beginning in Senesal seems to have roved sufficiently
sucoessful for the Government to o ahead on a larger scale and it may
indeed prove there that industrial estates will bc s major factor in the
ocountry's induetrialisation.

Accepting the idea that the industrial zones in Cuba are the
equivalent of industrial cstates, they are playing and will play
& very important role in industrialisation of the country. Between
60 and TO per cent of indusiry will be intepgrated into these zonos.
Only the future can show the degree of inter-relationship whioh can
be estaligshed among productior units located witt in a zone and the
extent to which common facilities are of value,
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CHAPTER I1

THE NATIONAL INDUSTRIAL ESTATE PROGRAMMES

INTRCDUCTION

Table 5 lists some of the key clements in the industrial esgtate
progim- of the six countrics studied. Problems of availability,
reliability and comparability of data have alrecady been noted. The
various "estimated" figures have been compiled on the basis of the
best information available and checked, wherecvcr possidle, with
knowledgeadble local officials.

The most striking feature in Table 5 is the large difference
between the size of the programme in Turkey and, to some extent,
in Pakistan and the programmes in the other countries. The differences
in scale make comparimons of little value, so thet each programme nceds
t0 bo oxamined in the oontext of its own country. Most of the figures need
interpreting, which is donc in the sections on the individual programmes
whioch follow,

1. CUBA

Industrial cstates as known in oountries without centrally
planned coonomies, namely, tracts of land with infrastructures, servioes
and often standardised industrial buildings, simed at attracting
existing or new enterprises, or even estates set up by producers'
cooperatives independently of governments have no meaning in Cuba.
However, the problem of providing suitable land with infrastruoture and
services on which industries can be grouped remains.

In Cuba there are threc kinds of groupings of industrial plants
whioch have some of the attributes of an industrial estate.
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Industrial Zones - ‘reas of land set aside in planning urban or
rural development for the cxclusive use of industry. They will
normally have adequate rcad netiorks, water and drainage, clectrio
power and other basic services. They will also have some oommon
facilities. Indugtrial mones may contair ;rours of plants in
different sectors of industry and under separate managements.

(Sce below). The sone has its own management and administrative

rersonnel,
Industrial Complexes — These are groups of production units

vert ically or horizontally integrated and under a single general
ma.na.ger.‘l" They thus correspond closely to the multiple produotion
unite on a single site to be found frequently in large private firms
in the USA, Furope, Japan and other industrially advanced countries
with free-enterprisc or mixed economics. Thc suger mills are often
complexes of this type processing a number of Ly-produots of the cane
puoh as bagassc, paper pulp, hard board, animal fcedstuffs,

aloohol, fertilizer and wax on one site.

School-related production Complexcs = A group of small and medium=- ”

gized factories may be grouped around a vocational school.
The students live in the institution and are required to do three
hours practical work per weck, which they may do either in local

agriculture or in onc of the associated ple.ats. The Lenin Vocational

The term "general management” in this context corresponds to what
would be oslled a "general works management" in the United Kingdom,
since neither marketing nor finance are controlled by the managers

of these complexes. Broadly speaking, they are respensible for the
productior from cach unit under the production plan which they

roceive from their respective ministries, cost control, day to day
personnel manzgement, possibly product desigm and developme -1, and th:
general administration of the complex including plant, building and wite
maintcnance, security, etc.

The term "vocational school" does not herc havc the meaning it has

in Western Furopc. It is, in fact, an elite school which preparcs
for university studies in all fields. "Vocational refers to the link
whioh *the theoretical studies have with manual labour.



—40-

Scheol near Havana is of this type. It has about 4,500 students '
botwen the ages of 11 and 13, of whom sbout half nrovide three-

hour shifts in the plants, of which thcy are the main unskilled

labour force This is not a true industrizl cetate and will not

bo further discussed here, tut im an interesting development. .

The arranpement most nearly corresponding to an industrial estate
a8 defined at the beginning of this paper and disoussed in the oontext o
of the other countries studied is unquosticnably the indyptrial sone.
Further discussion in this chapter will centrc round this kind of sstate,

Basio Government Policies
The aims of the Government in promoting industrial development
may be described succinctly as follows:

= liechanisation of both the harvesting and prooessing of sugar;

production of implements, machinery and materials for the _
agricultural sector generally, such as fertilizer and pesticides; .

= further and expanded processing of agricultural raw materiale;

industrial expansion to provide materials for a very large
programme of construction of schools, hospitals and housing; '

improved variety of consumer goods;

goods required for the health and eduoational programmes wuch
as pharmaceuticals, educational equipment, furniture,

In developing industrial zoncs the aim of the Government is to oontain
industrial development within limited areas, cxoept for agro-industries
and mining and the industries relying on female labour mentioned above,

The primary purpose of the present deoentralisation of industry to the
provinces is to keep new industry out of Havana. The metting up of
industrial zones in agricultural areas is done with the aim of providing
work for the labour force whioh will be progressively liberated by the
mochanisation of agriculture, especially of the sugar plantations.

Regions where industry is being or will be located, (mee Figure 1),

are:

Pinar del Rio,

Hariel - La Habana coastal strip,
Santa Clara - Cienfuegos,

Holguin,

Santiago de Cuba -~ Cuantanamo,

Nicaro - Moa, (nickel and derivatives).
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The Tresent Situation

The master plan for the country is now complete. ecent years have
Y:cen spent in making magtoer plans for the major urhan centres to provide
for “road divisions into residcntial, commercial administrativc and
industrial soncs and planning the “asic infrastructrrecs of main roads,
railway connections, wzter, drainage and main powcr lines. Therce was
1ittle mrovious cxmericnce of this type of de c¢lopment and the period has
been onec of "learning on the jo!'. Industrial development and planning
development have ovolved in parallcl with the nlanning of industrial
zones often a stcp behind. Rocaust of this thcre has heen a tcendency
40 he somewhat wasteful of land so as to providc s margin of error to

allow for future cxpansion.

Tho fact that somc industrial zoncs contain plants in different sectors
of industry means that thcy arc under the management of different industriel
minigtrics. ' fforts have been mnde by the planncrs to ensure that plants
belonging to the same min stry wore groupcd in the samc scctor of the zone.
This has lcd to a onflict between two planning principlis, namelyd

- subdivision ly industrial scctors such as textiles, medium

industry, metal industrics, tccej

- economy in infrastructurc investment.

The dispersal of units under the first principle has necessarily lod
4o somc weste in thce allocation of the land and over-long roads and power
lincs., Until recently land was at a uniform pricc of four ncsos per
square metrc, There is now devel ping a concapt of opnortunity-cost and,
ir gencral, a greater "land congciousness", .Attompts are being madc to
1imit thc size of plots and to set norms for thec percentage o° land
to %e left round different types of factory and rclate these to possibiliticse
of futurec expansion. ‘n area of IC per cent of the total arca of the
zonc must Le left as a "green arca", including roads. Buildings must be

not less than 100 metres from any main road.

In Cuba the relecation of industry is not a major factor. 't Holguin,
vigited My the consultants, (sec below), threc plants operating in areas
designated as reeidential and commercial werc schcdulcd for relocation
%o the industrial zone. They werc respectively a coffee processing plant,
a sausage factory, and a chemical plant and the main reason for relocating

them was said to be the odours emanating from thcm.

— c—— e — p——
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In thc planning of industrial zones, more carv scuems to Le taken in
Cuba than in most othor countrics to eusure the rroximity of workcrs'
housing, transport facilitics aad, in general, th: convenience and

well=being of those working in th. zones.

The provision of common services was discuseed at some length with
the authoritics concerned.  The cucstion ariscs not only in the industrial
gones Lut in the bir agro-industrial complexces. Fully equipped repair
and maintenance. workshops and tool making ¢stablisiments are availablc,
Txtcngive social services are alse provided,  They usually include an
infirmery, children's day nursery, small shopping comilox, vocational
treining contrc, cantcen, workers' clubt-and in som. of the large industrial
gones linkcd to rcsidential districts, places of cntcrtainment such as
oincmeas. Somc of the facilitics such as infirmarics or poly=-tlindeos arc

impoged by law and rclatcd to thoe nucber of workiers in the zone.

e O t .Region -

The consultants viegitcd tho Town of Holguin situztcd in the Criente
provincc about 800 kilomctres cast of Havana. 1t has a population of
about 137,00C in a rich acricultural district and in the vicinity of

nickcl mincs,.

The industrizl zonc of jiolsuin hzsg ar arca of 400 hictarcse It
is cxpected 0 be fully developed and occupicd in 19231. 200 hectarcs arc
alrcady ococcupicd by various industrics in operation or at various
stages of conmtruction. :n Gstimatecd 10,7CC workers arc employed in
industry in thce town and on thce site and a further 1¢,700 are expected
to be employcd vhen the zone is fully developeds .\n important proportion

of the additional workers is cxpected to he furnished Ly the inorcamed
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mechanigation of sugar cane harvc-ting, A larze factory complex for
producing harvcstore is in an advanced mtam of construction in the
Holguin industrial zonc,

The zone contains a number of distinct complexes and individual
plants. These are listed in Tahle 17, Chepter VI, They come undcr
various ministries.

Although the industrial zonc at Holguin has bcen chomen for
environmcntal reasons, thcre arc still houscs and apartment buildings
within the zonc, Tt is cxpected that these will be demol ished as
housing Lecomes available clsewherc, but some light industry may be
left in the residential areas to encourage housowives to work. There

is at present a clothing factory near the town centre.

Apart from the industrial duvelopment at Holeuin itmself, industrics
are also being planned for the smaller towns in the region, whoere scveral
thousand additional workers arc cxpected to become svailable as agrioul tural

mechanisation proceeds.

Conclusion

Thc mimsion to Cuba was completed only when the body of this
report was alrcady finished and the details included here are necessarily
summary. In brief, the present stage of development of industrial sones
is that the large=scale planning hag boen completou and attention is
being focusscd on compact planning in order to cneurc the optimum usc

of thec resources available for thce creation of the zones.

2. ECUADOR

The first concept of an industrial estatc programme was embodied
in tho National Plan for Social and Economic Development of 1963. 4
United Mations mission provided advice on a programne for establishing
estates in eight cities. Devclopment corporations werc set up in Ambato,
Cuenca, Ibarra and Tulcan and projects started during 1963-64., The
principal sharcholder and agent of the Govermment in these corporations
is CINDFS.
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m;o Government Policics

no major objcotive in locating thc cstates in these provincial
towns, all in the fordillera of the Andes (sec Figure 2), was tc upgrade
existing artisan workshops and transform them into small industrial
snterprimcs by gathering them into ocooperativcs and providing standard
faocto-y spaco and centralised servioces., A sccond objective was tc promote
industrial development in less developed areas and discourage the
establishment of new industries in thc major oitics, (Quito and

The failure to establish cooporatives among the artisans and to
attract firms to the cstates in these towns led to a new approach in which
4hs satates werc thrown opcn to firms of all sizes, which were offured
sitcs on which they could ercot their own uildings.

Arou.d 1968 a further re-orientation of polioy turned attention
away from the less devcloped areas and towards the use of organised
industrial areas to combat growing oongestion in the main eities, raising
ths standard of living and dealing with critioal problems of urban
employment. The original four projeots were more or less left in
absyance.

Pre of the o Egtnate

None of these policics has so far borne fruit. Ths estatcs at
Taloan and Ibarra are the only ones oooupicd, each oonsisting of three
standard buildings with no other amenities. Those in Tulocan arc rented
by a singls oompany with two separatc businesscs. ‘The CENDES is
negotiating the sale of both "estates". At Ambato, two arcas of land
were aoquired, This absorbed all the funds available and no furthsr
development has taksn plaoe. .

Only at Cuenoa, by far thc largest of the four towns, (133,000 in-
habitants), although the most isolated from thc mein céntres of
population, has action oontinued, albeit spasmodiocally, over a period of
eleven years. Of the 67 hectares originally acquired, the infrastruoture
of 17 has reosntly been complsted, but there arc as yet no other facilitics.
Pivs medium-sizsed factories have bLecen allowed to establish thomselves
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on parts of the land whioh have not yet been improved. The 'estate

oompany is showing itself unintcrested in scoepting local small firms and

is trying to attract foreign Iirms sctting up iu Eouador in order to

benefit from the allocation of a wide rangc of produots to Ecuador

under recent Andean Common Markct agreementse So far there have been

some cnquirice but no firm offers.

The development costis involved to date according to official

information and the estimated employment oreatcd ares

TABLF 6
Eoundop -~ Invcgtmenty in Indugtrial Tgtatcs
Town Cost Employnont  Gost per Post
' Suores U.S.8 U.S.%

Ioarray 814,000 31,308 60 522
Tuloant/ 943,000 36,269 140 259
Ambato® 1,230,000 A1y 307 - -

Cuenoc 38,000,000 1,461,538 - -

Apart from these cstates, the only offioially sponsored aotion is

at prosent an attempt to sct up an estate for small industries at

Ouayaquil, So far little has been achieved in five years because, although

the industrialists want tne estate, they are not preyarcd to participate

in the preliminary coats.

el

Land, infrastructurc and tuildings

Land only

Land and infrastructure for 17 hectaress The official CENDES
figure, presumably the CENDES contritution, is 5 million suorecs:
the figure of 3 million was given by the cstate company Manager.
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Estates for medium and large Industry

A municipal law in Guayvaquil forbidding the cstablishment of
industry, including warchousing, within five kilomctres of the city
boundary, coupled with thc greatly increased tradc set in motion by the
groater oil revenues eince 1973 and the Andean Group allooations, has
aroused interest among industrimlists and merchants in finding sites
on prepared land outside the city. This has been further intensifiod
by the increasingly congested oonditions within the city itself.

Three private initiatives have reccntly established estates at
distances of between & and 16 kilometres from the city. Of thcse,
"Los Sauces" is intendcd for large industry and commerce, the minimum ploi
sige boing 10,000m2. Therc are 40-45 plots. Development has cost 25
million sucres (just under 41 million), the money bcing borrowed from
abroad, One firm has alrcady taken 140,000 m2 and others are interesied.
The other estates are in an area where water pressurc is very low.

100 plots are said to have been sold, ™t many buycrs are believed to be

speoulators.

Independont Artisgn Estates

Two artisan estates arc in process of being sct up by independent
action, The first is a coopcrative of woodworkcrs in Quito, whioh is
establisi:ing an industrial complex to include central faoilities and
dwelling houses with credit to be provided by the Banco Nacional de Fomcnio,
The second is being established by a cooperative of the Peguiche Indians, a
gifted and dynamic people whose centre is at Otovalo, in the north.

They have reconditioned a disused spinning mill and arc oonverting it to
provide centralised produotion facilities for spinning and dyeing, as well
a8 an exhibition and cultural centre to attraot tourists. Around this
artisan workshcps will be established, It is financed from their own
funds.

fonclgsion
In spite of a pood deal of offioial effort and substantial aid from

the United Nations, US-AID and the Peace Corps, mainly fooussed on
Cuenca, it is clear that the officially sponsored industrial estate prograums
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hes so far produced neslimeable regults. However, thore arc signs

that somc successful estatcs arc Leing cstablighed privately =nd there : .
is a growing interest on the part of industrialists, although little

willingncss aeg yct to risk much money, The Goverument interest has

also been re-awakened and a law on industrisl estatc promotion was

reccntly passed. y ®

3« IRLN

Bagic Oovernment Tolicics

Industry in Iran has grown up in a haphazard manner, The Govermmont
is now determined that more towns shall bLe desismatcd for industrial
development and that all new plant.l shall be ectablished in industrial
parks. Theme will provide land with infrastructural amenities and
centralised services. Industrialists will tild their own factories. .

The objectives are:

- to ensure the protection of the environment; '
- to prevent over-crowding in the towns;
= to prevent over-development as regards limited water and
energy suppliem;
- to engure regionally balanced growth.
The programme is specifically directed to large and medium sised
enterpriscs. Such effort as is being made to promote small scale industry
is in the hands of the 0S81. Most of this has gone into the Ahwaz
Industrial Estate, (AIE), in south-west Iran, (8See Figure 3;, The OSSI
is now planning four other cstates for small industriaes.

Ahwag Indugtrigl Estate

The estate was set up aftor feasibility studies carried out by UN

missions in 1962 and 1963. 1t has since had a great deal of technical .
assistanoc. The principal data relating to the estatc are contained
in Table 7.

)/ Ley do Fomento de Parques Industriales, Deoreto Noo 924-l.
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TABLE 7

D on thce Ahwaz Industrigl Lsgtete

Niale 3 3
Total Planncd “
Txpcnditure 4,430,000 Planncd Employmcnt 3,000
Total Actual
Txpenditure 179,180,000 2,655,000 Actual Employment 500
Nfficial figure K
%U.n. Survey 207~ 216)
Land 2,000,000 .
: Infrastructure 12,620,000
3\ Faotory Buildings  90,134C,000
Central Yorkshors 14,110,000
Ouest Houme 5,500,000 -~
Admin.Bldge fi,380,000
Miscellaneous 15,90C,000
i Part Coat of I'" Technical Aid 1,000,000 '
Total Actusl Fxpenditurc 3,655,000 Investment per Post
% 7,310 (a4 %00 workers) ’
Yumber of Units 24 Units Occupied 22 Yumber of Firms 15
Total Factory Space 13,272 m2.
Fetate Vanagement Tersonncl A8
Punning Txpenses 1974=75 26,93C,000kials

less = Tovcnue from rents,
———
gucat house cerntral

workshops 5,813,000 "
Jet Deficit (Subsily) 1974-75 21,110,000 " (" 312,7%0)

Thus, Govcrmment Subsidy per m° factory space pcr anmum = 1,59C Riale (3 23)

The cost per job created is high, since it represcnis only indigenous
resouccs and tekcs no sccount of thc cost of importcd machinery. Further, v
between 1971-72 and 1973-71, capital invested Ly firms on the AIE in
machinery rosc by 181 per ccnt; cmnloyment rose by AB per cent, while

wases and salarics fell by nine per cent.
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The Ahwas Industrial Estate was originally intended as‘a demonstration
estate for small industry, but it proved impossible to lease all the
units to small firms, and it was opencd to large industry and non-
mamufac .uring enterprises, incliding warchouses. It has extengive
oentral amenities, including workshops suppliod with equipment by the
United Nations. They have a poor reputation for quality and delivery.
The estate is not considered a suoccss, even by senior officials of 0SSI,
but it is operating under constraints.

New Small Industry Estate L rogramme

The Pifth Development Plan calls for the construction of some
industrial estates for small firme in the next five to ten yoars. Planning
is currently proceeding on four, three of which ar. being looated on
regional policy grounds. The fourth, at Tabriz, is designed to take
sdvantage of the heavier engineering industries concentrated thero and to
help small firms obtain sub-ocontracts. It will be developed, taking
into account Ahwaz experience. The aresa is 85 hectares and it is oxpected
t0 take 40 - 50 firms. It is, nevertheless, recognised that it will only
have marginal significance as regards output and employment. The planned
investmont is not known.

rigl Park .

Current plans envisage the creation of at least 15 industrial parks
for large and medium industry in different parts of the oountry, S8ix
are already being dwolopod.y They will have a common pattern and be
managed by autonomous jcint stook ocompanies drawing their funds from
various Jovernment agenoies. They will be ocontrolled by the Ninistry
of Industry and Mines. Initially, each park is to glive employment to
45,000 persons and support a population of 150,000, The aim is to have
00 units per park in light and medium industries. Ths present situation
ist

3/ ™o location of the sixth park is not yet known.

I
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TABLF 3

Iran - Industrial "arks

Town Park Ldvantages laye of "roducts Stage of Yo. of

— Developmt. Fipms

Qaevin Alboroz 1.7 Limit of ncw  uctal,food,con-  Operational 1m0
industry(120%m) sumer durables, 50 P
from Teheran;  bldg materials, 40 0
ample water and chemicalse (20 L
POWC T

Savch  Kuroush 1.7 Telie Raterials handling, N.A.

trailers, machinc
tools and narts.

Iefahan AryamehrI,” Aryamehr Stcel ‘ncillary to steel Advanced NJlo
Worke worke and users. Planning
Oum - - - Farly -
Planning
Kermanshah - - - Early -
Planning

P = in "roduction, C = under Conetruction, L = have bought Lecases.

Qazvin already has 2 small administrative block, shops bank, petrol
station, schools anl sports ground. The other wnnrks will have similar
amentic s, ~azvin is leinge further doveloped.s L-nd is being cleared for
£0 new factories, infrastructurc and scrvice facilitics are being

exiended anl houses and flats huilt for sale to tha workerss
Conelusion

The iranian Government is now embarkins on an ambitious programme of
industrialisation to e¢nsure a firm industrial Dase when oil revenues
diminish. It is using industrial estates and parks as instruments of this
programme and for the meaximum dispersal of industry and employment
opportunities throuphout the country. YNew cstates are planned to use
established centrcs of heavy industry to encourage complementary production

and sub-contracting. There is as yet no experience to indioate how this
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will work. The special attraction of Qazvin, namely, as the nearest
tomn to Teheran ocutside the '"forbidden industrial zone" round the
capital, is not shared by the c'hers. Its appare.ti suocess is not
nocessarily a valid indicator.

4. PAXKISTAN

(Notet Rate of exchange before 1969 - Lupees /1.8 = 81,
after 1969 - Rupees 9.7 = %1.)

].13 Government Toljcies. .

In the past Pakistan has concentrated her industrial development
efforts on large and medium enterprises. A oonsictent policy for small
scale and rural industry . has bcen lacking., .Jpart from the development
of some industrial estates in the early sixties, this sector seems

to have been rather neglected.

Large and Medium Jcale Industry Estates
The 8ind Industrial Trading Estate Company Limited set up an estate

for large and medium industry in Karachi in 1948, tc be developed over
a period of 20 years. By 1969 it had virtually 100 per oeni oocupany.
Te oompany established ihree other estates in Sind in 1952-53 and a

] . further estate established at Sukkur on the Indus in 1963 passed into
oontrol of the oompany in 1975. The SITE is =2 public limited company
but had no initial capital. It is a Government—sponsored crganisation
expeoted to operate on a no-profit-no-loss basis. The success of the
Karachi Wetate led the Government to set up two further estates in 1965,
one at Multan in the Punjab and one at Peshawar in the North West Frontier
Provinoe. (NWFP), Brief details of these estates, by province, are in
Table 9 bolow.

b e e T -
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TABLE 9

Pakiutz; = Lar~ &nd Helium Industry F;sta.t_ejg

Province Ilo.of Total Lverage Cost Initiated
Estates Acreape (oo gney  Tupecs

'

TUNJAB 1 1,003 LA 1y 400 4000 1965 : .
1D 4 39235 05 50,000 DN 191C, 1952=53
Tst'd
SR 1 50 Mo he 74340700 1965 o
MR 1 569 Tole 6,220,000 1965
59357 71,96C ,00C

(U.8. 3 15,000,000)

No information is availatlc on the number of jos created, but it
has been suggested in Chapter I. that with 700 units the Xarachi Estate
mey employ round about 22,000,

On this basis, the programme secme to have leen muccessful.

The orisinal objectives in setting up a nrosramme of industrial
estates outside Karachi includcd: '

- industrialisation in the early years tended to concentrate in

Karachi, which was the largest city, fedcral capital and only

major port in est Takistan: this was lecmel unlesirable from
cconomic, social andi defencc viewpoints.

= ly rroling resources of tecct ical know=how, wo kshop facilities,
etc. manufacturcrs in legs Jdcveloned arceas would Ye in less
unfavourable situations;

= the easier zoning of industry in rapidly developing cities.

The Small Industry Fstates

Tn 1961 the then Ycemt Pakistan Inlustrial Decvelopment Corporation
decided to set up eight amall industry estatcs throughout the ocountry,
(see Figure 1), in addition to an ewstate in Lahore, for a total cost of
25.28 million rupees. A further estate wae loter added at Lahore and a
very small artisan cstate at ¥arachi. Some general data, Ly provinces,

appear in Tablc 19.

If the large and medium industrisl estates progrsmme in "akistan scems

to have been successful in promoting industrialisation in the fifties and
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sixties, the same cannot really be said of the mmall industry Programme .
although it must be acknowledged that the total sum involved, (Rs.

25,280,700 = U.8. $ 2,606,185), covering land, infrastructure amd in

certain oases guest houses, workers' canteens and small workshops

for artisans, is not excessive for the size of the programme.

Table 10 shows that the ococupancy of most of the estates after
twelve years and more is still low and would appear even lower werc it
not that the 295 artisan workshops incorporated in six of the estates
and the artisan estate in Karachi are all ocoupied, 1In the Punjab, only
the Gujranwala estate is fully occupied, with the Sialkot estate
somewhat less. DBoth these estates had finanoial assistance from
the International Development Agency and the Sialkot cstats is almost
wholly employed on manufacturing for exvort. The only other estate
with a good occupaney rate is Gujrat, which specialiscs in eleotrio fans.
A study of the rate of occupancy of most of the estates show that
oocupants are very slow in coming forward. Exoept in Oujranwala and to
& lssscr extent, Sialkot, which had major entries in the mid-sixties,
the other Punjab estates built up their rates of entry only in the J '
seventies, in the case of (ujrat, with a sudden surge in 1974-7S.

Nor can it be said that the small industry estates have stimulated
mioh new industry. The Oujranwala and Sialkot entrios were mainly
tranefers seeking expansion. Industries on the estates tend to reflect
the traditional industries in the arsa. For example, Sialkot estate
produces primarily the surgioal instruments and sports goods for whioh the
city is famous, throughout the world. The total mumber of electric fan
mamfacturers in the Oujrat re~ion is 155, with an employment figure of
10,000 persons. The estatc already has 13 fan manufacturers, six are
construoting premises, 12 more have been sanotioned and a further 2

have applied for plots.

The sise of units on the ostates variss considerably, from two employees
upwards. The Sialkot estate has nine units with more than 100 employses
and three with more than two hundred, one employing nearly 500 persons.
Gujranwala is the only other cstate having firms of more than 100 employses.
The average for all estates is 25, but the figures have %0 be treated with
&reat reserve.
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As rcgards employment created, the figures are cven more uncertain.
The official figures for unit:s in production and sanotioned for the Tunjab,
give a figure of around 11,060 jobs. Thosmse for u .its in production for
all provinces amount to only 6,(0C, which may include some firms which
have gone out of Lusiness. Non=permanent workers may not have been
declared. The consultant felt that a fifure of 5,000 would be reasonable,
Set against an estimatod two million employed in small industries and ®
handiorafts, this ic a very small contritut.on.

The financial 'itu;stion of firms on the induatrial estates does not
seem to be very happy. The Industrinl Development Bank of Pakistan
(IDBP) is responsible for foreign exohange loans made to small industry.
The laon portfolio covers almost 400 projects, (mid-1975), of which
291 were on the Gujiranwala anﬁ Sialkot estates. It involves 76 million
rupoes. For 24 million rupees repm‘ant of the principal is not yet due,
but the remaining 52 million, (U.S. 3 5,360,02}) are in srrears. Tha ’
total amount of arrears on the industrial estates im not known, but it im
oonsiderable. TIcasons suggeated Ly the IDBP includes ' '
= overrun on fixed investment and oonsequent shortage cf working
capitalj

= low utilimation of capacity, especially for projects demanding
imported raw materials;

= poor ability to meet foreign competition.

A good deal of this may be duc to insdequate technical and economic
appraisals, wrong selection by the corporations of groups for various
industrial ventures, and inadequate follow-up. '




TABLE 11

Provinoe No, of Egtates ] P
: iﬁectuel; pees
PURIAD 3 81 30,000,000
SIND 3}(mini est.) 6 790 ,00C
5 (Oonldo ) Noho N.A.
me 5 land acquired 71 9,700,000
2 planned 3l 4y830,000
2 consd, KA. N.A.
BAUCEISTAN 1l N.A, NeAo
TTALS 21 189 A%,320,000

(U.8. 3. 4,672,000)

Sinoe 1972 the industrial estato programmes have been in the hands
of the provincial Governments, which set up development boards or
corporations to run them. Tho establishment of ncw industrial estates
" ig following different principles in different provinces, but it appears
4hat hardly any demand for raw material source surveys have been ocarried
out in either the Punjsb or YWFP, Sind is trying a new approach with
the establishment of mini-ostates and will carry this out in clowse
ocooperation with the rural development prograsmme. It has the Ivantage
of disparsing industries without involving heavy expenditure om the
establishment of fully-fledged industrial estates.

Genelugjon

Pakistan has & consideratle tradition of handicrafts and artisan
industries. Their failure to make use of the industrial estates must
be becsuse, #0 far, they have not seen the advantage of laying out money
40 oonstruct new buildings, sinoce m_m- present oondiudu appear

m‘.o _
The factors involved are discuseed in Chapter V.

—~————




Bagio Covernment Policjeg

Up to now therc do not appear to have been any olear-out polioics
on industrial estates. The official organisation for industrial chvélopnnt
is the SONTPI. The first and only normally funotioning industrial estate
is at Thies. It was initiated in 1967, It has proved moderately
suocessful, lut it is too small to be viable. Additional finance has been
requested to develop a second stage, but Govermment polioy is now
orientated to the crcation of new estates in different regions in order to
spread industrialisation and it seems as if the Thias estate may not obtain
the funis it needs,

Pregent Situation

Table 12 shows the present situation regarding operational and
projeoted industrial estates in 9enegal. The Zinguinochor estate, in the
south, will start operation when a bridge over the river is oonstructed,
The estates, other than Thies, are still in the planning stage. There is,
however, one feature which is immediately striking - namely, the investment
per job created, which seems to he planned at an unduly high level in all
4he estates under congideration, given the oircumstances of the oountry.

Dosaino indyptrie] do Thiss

In 1967 the Govermment gave to the SONEPI land and buildings of a
former Prench military camp. Established looal artisans were reoruited,
1t being necessary to convince them of the possible advantages of moving.
The ostate; as will be the case with future cstates, is managed by a
limited liability company in which the Goverrment holds a 46 per eent share
and the Chamber of Commerce of Thies 15 per cent.

The oompany's sole income is from rents at X0 francs per 12 per month,
as compared with 150 francs in the town. The operating cost of the estate
is paid by SONEPI, Even so, certain tenanis arc currently in arrears
with their rents to the tune of 2 million franos.
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Tunants reccive various servioces including

- aid in bookkeeping;

- aid in relations ith authorities and in ohtaining credits)

mub-contracting.

working methods and produotivity improvemcnt;

market surveys, salcs promotion and public tendersj

This assistance is provided by three SONEI'I tcchnical staff who
devote two days a wesk to it, one UNIDO ecxpert and threc young French

*volontaires du progrds".

The companies arc all short of working capital.

Most of their orders

are from public authoritics, and it is of ten necessary to split deliverios

in erdor to pay for raw materials to ocomplete the orders.

Five of the firme have provsd able to bencfit from the aid and
tuition in manesement and technology which they have received and are
making satisfactory profits, although all of thcm arc working very mach
below thoir capacities. Since 1971, numbers employed have risen from

1% 10 132,

The remaining four firms are shaky and two expeot reduced turnovers
in 197% Their turnovers have remained at much the same lsvel across

five years.

The Thies estats was an experiment and it has proved that artisans
can Ye developed into industrialists with proper conditions and technical
sssistance. On the other hand, the amount of "mursing” provided to the
nine firma at Thies would prove prohibitively expensive in terms of
specialised staff if it became a question of assisting an sstate of, sy,
SC firms. But perhaps such investment is inevitable in the earlisst

stages of industrialisation.

Eo New _E_!tne!

Pirst priority is being given to the sstate at Kaclak. Land has
been selected. Brasilian finan ial aid is being sought.

A

-
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The free sone at Dakar is already under construction, 200
heotares have becn acquired and infrastructurce is heing laid down in
£ 60 hectares. West German finrcncial aid is sought, but nothing is

3 known alout the means 1y which the cstate will ¢ oocupied. It is
believed that new companies only will be located thcre.

The lcast advanced of theae estates is at Saint Louis, on the
Senegal Niver. In depth studies do not seem to have bLeen madej the
Covernment intends to approach thc German Government for help, in whioch
oase, no doubt, studies will then be carried out.

Conolusion

The 3énegal experience is too limited to allow any conclusions
t0 be drawn on the value of industrial estates at this stage. It is
said that medium industries are not using facilities offered by
industrial sones because municipalitics are offering hLetter terms.
On the othor hand, there appears to be no case of artisans meking
the trensition to becoming small industries outsidec an industirial
estate, that is, at Thies,

e

6. TURKY

The Turkish industrial estaws programme differs from those
in any of the other countries studied in at least one important aspeoct,
namely, that the foundation of cstates is not initiated hy any Govermment
agency ™ut by small industrialists and artisans thomselves. It is
essentially a grass roots programme; the first estates were started
in the mid-fiftics, several years before the Goverrment set on foot
its own programmc.

er P

Formsal Jovernment action to promote industirial cstates began
under the Pirst Five Year Development Plan, (1963=67). The prinicpal
objectives included:

-\
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-~ promoting bLetter and safcr working oonditions for small industry;
- enoouraging cooperation among small firms;

- d>veloping an instrument of decentralisation of the industrial
base to produoc morc balanced development;

- promoting sub-contracting by large firms to small firmms

-~ enabling extension services to Le more cffectively deployed and
used;

~ relieving the fast increasing congestion and dislocation oaused
by the presence of thousands of asmall workshops in the cities.

Government policies are discussed comparatively and in greater depth
in Chapter IV. Here only two points of Turkish polioy may bec mentioned
as being of special significance. First, only cxisting emall industry
or artisan firms are acceptcd on the cstates, thc arpument being that there
is quite enough entreprencurial talent to be cncouraned and developed
without seeking out more. Second, before the Ministry of Industry and
Teohnology, whose Department of Small Industry and Handicrafts is
responeible for the programme, will even 1isouss supporting an industrial
estate, an executing agency must be formcd. This is either a building
cooperative composed of industrialists wisiing to found the estate or, "
less often, a municipality. The Department will not deal with individual
firms, only with appropriate organisations. In this way, a large number
of firme can.be délnlt with economioally with.a small professional staff.
Therc aré other important adventages in creating suoh erganisatiops.

Fipure 6 shows the location of officially sponsored estates,
operational under construotion and planned, throughout the country. It will
be noted that although the industrial estate programme aims to be an
instrument for the development of backward regions, which are in the east,
most of the operational cstates are in the western half of the country.
This is becausc it was already more industrialised and the entreproncurs
morc sophisticated. Their example is spreading the idea of cstates
towards the ecast, where a large number arc under construction. Even whorc

the industrial estates movement has been more or less spontaneous, it took

some oourageous people to sct up the first ones. Artisans and small
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industrialists who were not yet intolerably hampered Ly conditions in _ |
their city workshops feared, as everywherc, loss of contact with

oustomers. Once the growth of firms who hal movel out was msoen,

the movement began to snowball. In this, municipalitics were very aotive

in assisting them, by ensuring that city premisea vacated by firms .

moving to cstates were not taken over by new entreprcneurs.

The procedure laid down for obtaining Government credits is
descritcd in Chapter III. Thc Government docs not invest one lira in
the estates, indced, it makcs a small profit tlirough the interest whioh is
uscd to finance more estatcs. Very few cases were rcported of firms on
estates going out of husinces — less than one per oent in the case of the
estates visited. It is interesting to note that often the cooperatives

have not taken up the full loans to which they were entitled and at Konya, -

in Central Anatolia, the consultant visiting an estate learned of six

new estates involving 2,367 units which had estallished themselves

with their own financing and of whose existence the Ministry was not .
aware,

Some Notes on Currcni and Planned Estates ‘ '

Table 13 summarises the state of the Turkish programmec as of November
1975, A study of e rate of launching new estates over the past twelve
years ctiows some fluctuations 'ut a steadily risiig three year average.

It would seem as if there are now sufficient examples of success after
Jjoining an estate to convince even the most sceptical bLu.incsmsmen,

In all the estates in operation visited by the oonsultant, thc average
firm had doubled its turnover within two years of joining. Many firms
seen had done much better.

It is exceptional to find any vacant premises. In some cases members
of cooperatives are unable to move in for financial reasons at the
earliest completion of huildings, in which casc completion may be stagsered
across tWwc or three yoars, 200 buildings, say, being terminated each
year. lembers continuc to pay their dues for infrastructurs and common

servioes,



The timg taken to bring an e¢state into operation from the date of
first forming the coopcrative or other executing agency varies considcrably
from two to cleven ycars. So Jdo costs of luilding ag given in the
official liets. Talle 13 shows that the average for estates operational
in 197%, per factory unit, was nearly TL 13,000, but the range varies from
about L 8,007 to T 73,000, On the estatcs under construction the
costs arc muoh higher, duec to a recent inflation rate of 19 per cent per
annum and an even preater inflation of wapes in the buildiag industry.

Thc cost range on these cstates is from TL 16,000 to TL 5753C0.  There
arc, of cour'se, many factors which can influcnce the 'uilding costs,
inolgdin{: the size of the Mwuildings, which varics from. s fcw as:small as
15 m

studicd around 17C “m?. - Mowever, an (xtensive attumpt to find any correlation

to a fuw a8 lary as 1,70C m2, Wwith zi avirzme 0:all ihe cstates

“otwson cost and.any cthir factor, apart from ;encral incrcasc duc to the
inflation, failed,

The GCaziantep Nstates

The only estate whose development is being; financed 100 per cent by
the Government is the lodel Istate, consisting of 5C units, at Gaziantep,
a special areca near the Syrian Lorder. The origin of thc estate goes
back to a cocperative of automobile rcpairers whioh was formed in 1965
to set up an estate of 1,100 units. The Ministry of Industry and Technology
decided to use the castate as a rilot project for a Small Industries
Development Centrc which would provide technical assistance to industrics
on the catate and common facilitics in the form of workshops, laboratories
and training courses. " United Nations tcam has been attached to the
project since 1969. Fifty units sulsidized by the Ministry are set

amide for selected firms. (See Appendix).

La.x'&e and Medium Industiry Tistates

' The Turkish Government lifferentiates clearly letween "industrial
estates", which fall under the small industries development programme,
and "industrial arcas" or "districts", intended for large and medium
sised industries. The limit of a "small scale entcrprise" in the
definition of the Ministry of Industry and Technology is a capital
investment, excluding land and buildings, of five million Turkish lire.1

_1/ The State Institute of Statistice has the figure of less than 10 employces.

N
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The programmes arc the -esponsilility of different Departments of the
Ministry; the finaicing operates under different rules.

The larpe end medium industry areas programme has tcen slow to get
under way and is only now Leginning to develop scriously. Contrary to
the small industry prosrammc, the firms joining the industrial areas arc
nearly all new, many heing joint ventures with foreigen firms. The first
such arca wae set up at Bursa, a centre of the automolLile industry, with
extensive assistance from U,S. AID at the leginninge of the sixties.

Tis stimulated the Chamlcr of Commercc at illanige, ncar Izmir, to make
a study which resulted in thc ilanisa Industrial district Deing opened in
1972 on a site of 17C hectares near the town. Unlike the industrial
estates, only the plots are s0ld, firms erecting 'uildings to their own
requirements. To date 10 plante are in operation, employing around
1,200 persons at peak periods. Thirtyfive others arc in process of

entering: about 15 ner cent of the area has been sold.

There is a larre industry area at Konya, where there are already
eight industrial estates, including six private ones, and applicati.n has
been made by industrialists at ‘ntalya, on the south coast, to set one
ups It scems that the undoubted success of the industrial estates im

stimulating the larger scale industrialists to imitate them.

Conolusion

Therc is no question that the Turkish industriel estate programme
is a growing success and is beginnins to make an important oontrihution
to industrial development. The factors causing this favourable result
are many, including the stage of industrialisation whioh the oountry
has reached, the fact that so many Turkish workmen have had the chance
to work in Yestern Burope, the policies of the Ministry of Industry
and Technology and, not least, the character of the Turkish small endre-
preneur himself. All these factors are further oxplained in Chapter V.
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CONCLUSION

The facts emerging from the desoription of the six industrial
estate prosrawmes in this chapter are analysed and sythesised into
Conclusions at some length in Charters IV, V and VI, Three estates,
Cuenca, LAhwas and Gaziantep, each presenting special and different
problems in their development, are given as case studies in the Appendix.
It would therefore be a duplication to do further analysis at this
stase and hest to treat this chapter as a straight presentation of
facts, as far as they are ascertainable, to be exanined critically ia
the seeond half of the Report,
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CHAPTEL 111

GOVFRMMENT POLICIIS AND PRCCEDURES O

INDUSTRIAL ESTATES

INTROUCTION

Prom Chapter II it will he clear that in all the countiries studied
the governments have aotive programmes for thc creation of industrial
estates. These arc at widely differing stages of development. The
policies and objectives on which they are based are defined sométimu
more and sometimes less explicitly. The programmes have advanced or
lagged acoording as interest in them has fluotuated. In Iran and Ecuador
there havc been periods of years when interest scemed very slight,

In Senegal the little Thies cstate has been sustained fairly steadily sinoce
i4s oreation. In Takistan thcre was a major effort in the early fifties
and agsin in the mid-sixtics. In all these countries there now seems to

be a strong revival of interest and activity with the passing of the
Industrial Estates Develooment Law in Ecuador, the creation of the
industrial parks in Iran and ncw estates in 3cnegal and Pakistan. Only

in Turkey does the effort seem to have been sustecined continuously and

inoreasingly since the initiation of the programme in 1963,

At the opposite pole from Turkey, where the initiative is from
private entrepreneurs and the Govermment's role is larpely facilitating,
stands Cuba, where 11 industrial development, including the location of
industry, is centrally planned and oontrolled, Industrial policies and
plans are, in turn, an integral part of the global cconomic and moocial
development programme.
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1, CBJECTIVES

To be effectivg a programmc must Le based on explicit policies
and objectives. These may change from time to time as external factors,
economic, political or social, change, lut unless they are defined in
the first place in the light of the Lest possible asgessment of all
the facters involved, changes may Ve made in such » manner that policies
bsocome vacillating and subject random pressures which will greatly reduce
the effectiveness of the programme and may, indeed, bring it to a halt.

Tatle 11 listm a series of o“jectives on which an industrial
estates programme may te bagcd. The table is lerpely gelf-explanatory.
It can be seen that only in the case of Turkey is there a really
oomprehensive range of objectives; in the other cascs they are limited
and, in general, less explicit.

The major difference between the Turkish Government's policy
and the governmental policies in all the other countries studied is
that, while the former strongly favours the development of industrial
estates, it does not actually either initiate or invest in eltatel.l
The initiative comes from the industrialists themselves. This makes it
much easier for the Government, since its role locomes one of metting
standards and providing the kind of support calculated to give the
greatest impetus to the industrialists. Mouwt of the objectives
fulfil thcmsclves in the process, which is not to say that the Covernment
does not do a pood deal of promotion, especially in the eastern part of
Anatolia where industrialisation is still in an carly stage. In the
other programmes, the Government or a governmental authority is responsille
for setting up estates, ofter committing large sums of public money, and
then trying to persuade industrialists to take up places on thom.

In Cuba the objectives in setting up industrial zones, while in
some cases the same as those of other pgovernments, do not include that
of attiracting industry tut of direoting its location in acoordance with

two sets of criterias

l./ Txcoptions are the Gaziantep Model Estate already mentioned, which,
in fact, was originally orcated as the result of a request, and the
Gediz Industrial Estate constructed to replace workshops destroyed
in a disastrous earthquake.
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Macro = To create urhan centres, usually "y enlarging existing
towns, 50 as to avoid dispersing the population and thusg
to facilitate the provision of morc complete mocial services
at lower coste

Mioro = To guarartee an orderly urban devolopment taking into
account various environmental factors.

2, INCENTIVES

The Governments sct up industrial estates l.ecause they Lelieve
them to be effective ingtruments for the achievement of any or all the
objectives listed atove, Havings decided to orcate industrial estates,
they then find it neceswsary to introduce meaguree to make it attractive
to existing or new firmsg to take up places on the estates rather than
either remain where they are, in the case of eximting firms, or establish
premises on their own land or go to some town othcr than that designated
in the case of the new firms. Since in many cases industrial cstates
do offer oconditions more favouralle than most firms oan find on their
own, if the incentives and benefits fail to attract, it may well be because
the feasibility and other preliminary studies have not been properly
carried out. (3See Chapter V).

Table 15 lists incentives and facilities offered hy various
governmonts wishing to persuade firmm to erter cetates. It is somewhat
incomplete because not all the reports are very specific on this point.
Before commenting on the various items, the use oi the work "partially"
in the table should be explained. It is intended to indicate that the
incentive measure has had some success in induecing some firms to take up
places but the estate has not achieved full ocoupancy, especially in
Iran and Pakistan.

Jt should further be noted that the Turkish programme does not offer
incentives to small firms to get them to join estates already established.
The Government, through the Ministry of Industry, offors facilities,
mainly credits, to groups of industrialists once they have decided to
set up estates and have shown that they possess the financial means $o
take the initial steps. 1r the case of Cuba incentives are unnecessary.
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Commecnte on snceific items are:

Inoentive 1

1&:“1% 2

Inocentives 3

Ind A

Ipcentivo 6
]&nt ive 1

Ecuador hac not succeeded in at$raocting any firm to
take up land at Cuenca by November 1975,

The term "appropriate" in relation to Wildinge or

plots of land requires amplifying. The huildings must
suit the needs and the financial means of the industrial-
ists for vhom they are intended. In Turkey the
industrialists themselves select thc range of smizes

om am estate. Tlmewhere Wuilding or plot areas are
choscn Ly the authorities tuilding thc estate. There
seem to Le indications that areas much larger than
industrialists are uscd 1o may disocourage them taking

up space. (See Chapter V).

Turkish practioe is discussed later in the Chapter. In
Ecuador all registered small firme (see above) benefit
from a widec range of oredit facilities which in practioe
do not always work out. No special facilities are given
a8 incentives to enter industrial estates, but the small
industry lenefits have been extended to large and medium
firms on industrial eststes, incluling most of the fisocal
incentives in fsroup 5. Credit facilities to small firms
wishing to enter the \hwaz estate were comparatively
valuecless hocaume they required owned wildings as
collateral. * similar complaint was madc by several
Turkish industrialists about credits for equipment while
they were still naying off the 1oans on their Duildings
on the estatere In Takistan various tyres of coredit still
failed to attract small firms in sufficient numbers, while
in Sencgal some firms on the Thies. cstate are unable to
meet the very low rentals.

The Turkish Government offers no import duty or tax
incentives to industrial cstate members, Ecuador and
Senepal offer therm to all firms which qualify as “small"
rrovided that, in the case of Touador, they are approved
and registered.

The comparatively few common facilities offered on most
estates are nct scen as important incentives,

Most techniocal amssistance, including training, is
available to small firms (vherc there are programmes),
whether on egtstes or not.e In Turkey industrial estates
have somec priority. Only in Senecal was a special effort
made for firms on the Thies estate.

LT%
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Incentive & The management of Ahwat estate helps member ' firms in
this field, In Turkey such negotiations are carried out
through the executing agency or production cooperative.

3. RULES /2D PROCENUTEY

Yost governments have some form of qualification for acceptance
on industrial estates. The Nouadorian Government bars repair shops and
gervice industry of any kind, stipulating only manufacturing firms. The
Turkish Government gives priority to manufacturing firms hut acoepts
automobile, agrioultural machinery, electrical and electronic repair
shops. Indeed, they form the grcat majority on most industrial estatos,
As a polioy this seems to have paid handsomely, because many firms which
entered the estates as repair shops soon branched out into mamafacturing
spare parts and even complete machines. One such firm encountered at
fydin, Southern Anatolia, starting as an agriculturel machine repairer,
hed developed a heavy nlough, for which it had received very large orders
from Iran. This case is by no means unique. On the other hand, a firm
in Cuenca, Fcuador, which started in sutomobile repair, has developed into
one of the most imnortant heavy plant manufacturers in the country. It
is no' on an estatc; hed it applied tc enter in the carly days, it would

hav. been refused.

Certain industries are specifically excluded from industrial estatoes
in Turkey (but not from industrial areas), including food proceswing and.
dioomaking.l In general, the rules are interpreted flexitly. Originally
the Arwaz estate was to have heen confined to small manufacturing firms,
tut, sinoce none applied, the estate was thrown open to establishments
of all sizes and servios industries, including warehouses. The Sialkot
estate in the Punjab, nominally a small industry estate, has one fim of
nearly 500 workers and several of over 100.

The proocedures used in determining whether or not an estate shall
be set un or whether it shall receive government aid appear to be an
important factor in the ultimate sucoces or failure of the estate. The
only oountry for which detailed information about procedures is available
is Turkey and, although the Turkish programme differs in espentials from
Ahe others, it is worth examining briefly,

:7 Tn Konys, Central inatolia, an estate with 28_ shocmakers on it has
been set up without Govermment aid.
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Prooedures for Approval and Imglementgtion of Projeots in Cuba

As in all centrally planned economies, the Governmental structure

in Cuba as it relates to industry resembles that of a conglomerate in
which the various industrial ministries take the )'ace of the individual
firm members of a large yrivate enterprise of this type suoh as
Unilever, ITT or Siemens. Certain ministries with funotions common to all
industries such as Labour, Finance, Internal and Fxternal Trade play the
roles of functional departments at Group Headquarters. The Council of
Ministers may be compared not unrealistically with the Board of Directors.

The process of decieion making connected with an industrial projeot
pat forward by an industrial ministry, topether with the subsequent
action and the related organisations is shown in Figure 7. It is largely
self-explanatory. The proposal with a preliminary draft of the project,
is forwarded by the industry ministry conoerned, (or one of the other
ministries with industrial intereste), to the Ministry for Industrial
Development where it is analysed from every point of view, economic and
technical feasibility, cost and henefits, relation to other projects and
#0 on. If necessmary it is modified before being passed to the Central
Planning Commission where the decision is taken to accept or reject it,
or possibly to msend it back for further study. If it is approved,
financial provision is made and it is returned to the Ministry of Industrial
Development where it im oompleted and passed to the Institute for Physiocal
Planning, the organisation responsible for deten.imdgthe looation of
industry and for coordinating the servioces neccssery for its future

operation,

Onoe the project planning is complete and the location has been
decided upon, it is passed to the Ministry for Industrial Construction
which undertakes the huilding of new plants. Extensions to existing
plants may be carried out by the industrial ministry ooncerned. On
becoming operational the nlant is returned to the management of the ministiry
which originated it., It is understood that this proocess takes from two
to five years from the time the go-ahead is given by the National
Plaaning Commission,
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Procedures for obtaining Government supnort in Turkey

The first step for a sroup of inlustrialiste wishing to set up an
industrial estate is to set up an Executing Agency. This is generally &
building cocperative, hrousht into existence for thc express purpose of
enabling its members to huy the land, develop the infrastructure and have
the luildings, both industrisl and administrative, constructed. It has
a vrecise legal mtatus and statutes 1aid down by the ifinistry of Industry
and Technology. It is not a nermanent Lody and goes out of existence when
all credits on the cstate and buildings have been repaii, generally in
about ten years.

fipart from being the body which, through its lanaging Board,
negotiates the purohase of the lanl and engages the services, supervises
and pays the architects, civil engineers and building contractors
designing and building the estate, the executing asency is the legal
body through which all credits and loans, whether to individual members
or to the oollectivity, are channelled. It is rcsponsible for the
contracts and for seeing that they are repaid with the appropriate
interest. 1t has no powers to horrow money for equipment or working
capital,

Cnoc the Ministry received a request from the executing agency for

oredits, a two-phase survey is conducted. This comprisess

(1) a questionnaire sent to local authoritics;

(2) a field survey carried out by a Ministry team.

The objeotive of the questionnaire is to obtain information about
thc cconomic and mocial structure of the small industries in the townj
existing infrastructure faoilities and possibilities of alternative
looations; details of members of the cooperative, their trades, oredit
ratings cto; sites proposed and ocentral facilities envisaged. Common
facilitics, except retail shops, are eligible for Ministry credits.

If tho answere to the questionnaire arc satisfactory, a team
oonsistin, Yof an industrial economist, architect and mechanical engincer
ie sent to discuss the information obtained with the iianaging Board of
the Txecuting Agency and the local authorities and to look at the ,hysical
conditions,
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Discussions are hcld with the provincial Governor or his
reprcsentative, the local Chamber of Commerce and Industry and the
sagocisrtions of small industrirlists and artisane. Confidential discussions
are held with the local branch of the Halk Bankasi (Pcople's Bank), the
State bank set up specifically to finance small industry and artisans.

The Miniatry of Industry team make the decision on the location of
the site DLy agreement with, (and delegation of powers from), the
Ministry of Reconstruction, the authority responaible for town planning.
The oriteria for selecting the site include the cheayness of the land,
ayailaliility of facilities for infrastructure, possille pollution, soil
characteristics and possibilitiems of extension. 'nere there is a choice
between sites, the Minigtry team tend to choose thc one furthest from the
town, which often leads to conflict with the industrialists, who do not
wish to be far out. The area of land to e purchased is determined by the
needs of the cooperative membcrs. The Ninistry now requires substantial
amounts of green space in addition to the roads. Land owned by a

municipality is preferred, because it is usually cheaper.

The final project is the outcome of discussions between the Ministry
team, the executing agency and the latter's concultants and oovers all
sspects of the proposed mite. "nce agreement has Lecen reached the
Ministry will normally approve credit facilities dbeing granted to the
executi1g apency. Of course, " iings are not alwe s so smoothy on a
few occasions the land has Deen purchased before thce Ministry has Leen
approached for credit and twice credit has Leen refuscd where land and
buildinge did not meet the oriteria.

In the small industry cstates the purchase of the land must be
ocompletod and construction of the infrastructure provided for hefere
money will be made available Ly the Govermment, since the land and
tuildings are used as collaterals Loans for the infrastructure are
availadble through the municipality from the Iller Dankasi, a State bank
set up to service municinal nceds, The loans are for 10 years with a
repayment holiday ir the first year. Interest rates are five per cent

normally and threc per ccnt for special arcas.

L - . b o
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The industrial areas for large and medium industrics fall under
different rules and the Ministry may grant 9C per oent credit for
land and infrastructure, buildings being erected Ly individual firms.
Govermnment loans to small industry are only availale for production and
common feoilities buildings. In normal areas thcy cover up to 60 per cent
of the costs, in special areas up to 80 per cent, and, exceptionally,
90 per cent. DNepayment period and interest rates are the same as for
the land and infrastructure loans. Not all cooperatives take full advantage
of the cradit facilities available; some take only a small proportion,
not wishing to be saddled with debt if they have thc means to put down

a suhstantial amount of money themselves.

Most f£irms moving on to an estate take the opportunity of moving
to enlarged premises and buying additional machinery and equipment, which
they oan often do from their own reserves. For those who require loans the
oredit facilities of the Halk Bankasi arc available and the Ministry
acoepts the formation of producer cooperatives to which credits for
equipment and working capital may be granted. In practice there are
probloms with the Halk Bankasi, since it normally demands land and
tuildings as collateral and these are usually already being umsed to
seourc the Ministry loans.

In deciding the rate at which the building credite shall Ye granted
the Ministry consults with the Executing Agenoy to find out over how
many years, up to 10, the memlers wish to spread their share. The
Government share will then be fed in at the appropriate rate.

The interest in the Turkish procedure is that it shows the care taken
by the authorities to ensure that all the conditions for setting up an
sstate are as favourable as possible to ite suocess and that the
industrialists and artisans secking to do so have the means to oarry
throush the projeot succeamsfully and to Lenefity from it.

4« TXTFNTIOY SERVICES AND TRAINING

In most of the countries studied, with the exception of Cuba,
efforts have been made to “rovide extension services and training
programes for small industries., In some cases these have been provided



BB it s s

-8 -

by & national institution or organisation, but in none of the countries
studied were such extension services provided exclusively to firme on
industrial estates. There are rxamples from the countries studied

guch a8 some of the estates in . 'akistan, the Thics estate in Senegal,

the ‘hwaz estate in Southcrn Iran, and the nlanned Gazianten estate

in Turkey, where efforts were made to usc the concentration of firms

on the estates for thc orranizing of more efficient extension services
and training proprammes. There is no basis for Lelieving that the
extension services hav: proved to lLe more effective or more efficient
vhen provided for a group of firms on the estate, unlesgs there ie a

large concentration of firms of the same sector or who are engaged in
producing the same tyre of goods. Common workshop or laboratory
facilities such as those erected on the Ahwaz estate and at OJaziantep can
only operate efficiently if there arc sufficicnt numbers of firms on

the estates of the right type to nced the services provided. When an
egtate is set up with a veriety of different typcs of indusiriesj it seems
a.mogt impossible for the extension services to cover all the different
nceds. 1In such circumstances the major effort has to be in peneral
management or industrial engineering agsistance and in some cases in
design and marketing. Iven here the existence of a single type of industry,
guch as the sports gooas production at Sialkot estate in Pakistan gives
maoh better oprortunitiecs for assistance in the fielde of design and

marketing.

The costs of extension services in relation to the benefits derived
from them seems also to he a major factor when related to industrial estate
development and planning. /ccording to the information obtained, the
very small factories and artisan workshops on the Thies estate in Senegal
have derived mome lLenefit from the continued and intcnsive assistance
given y th‘o ~taff of SONF"T but the question has to be asked whether the
costs of this assistance becar any rclationship to the very gmall units
that have derive” benefit. On the other side of the problem one
wonders whether in thc case of Gaziantep in Turkey where it is planned
that 1,150 firms will set-up on the estate, the workshop or laboratory
facilitics and extension mervices, as originally planned, will adequate-

iy cope with the needs of such a large number of factories.
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There is also a hasic prodlem in the selcction of extension
services staff to deal with amall industrialists. .ost of the devsloping
oountries lack the type of persons who have the expcrience and initiative
needed to work with this tyne of entrepreneur who set up small industries,

< and who are, for the most part, very rugred individualists with little
formal education, There seems to Le som® doubt whcther young university
graduatcs, engincers or economists, with theorctical knowledge are the

L4 right sort of people to undertake this cxtension work. Such persons,
however well intentioned and dedicated, don't have "a common language"
with the small industrialists and are either unable to handle the
practical protlems that arise or even in the case where they can sugrest

solutions, their advice lacks conviction and they are unable tu demonstrate

5 Mot

the better methods or processes themgelves. It does appear that there ~
is wome evidence to believe that the orpanization of extension services

on industrial cstates gives opportunities for these younger extension
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officers to build up closcr lcss formal telations with the groups of small .
industrialists who may in the course of time begin to acquire some respeot :
for what they consider to be the superior theoretical knowledge

of the extension officer. Thim is bound to be a long process. There is J '

a basic insuperable problem that the develeoping countries lack people *

at the "technician lewel" who would form the basis of industrial
supervisors, workshop managers, and salesmen. It would make more sense
to try to give this group more advanced training on theoretical questions
and on cxtension techniques rathsr then use graduates for this work.
Such furtber training caa be orcanissd nationally, or posaibly in some
oasss, an international oourse might be of valus. There is no doubt that
such groups of "technician" extension offiocers would have to be
supplemented by a small headquarter staff of pgraduate engineers and
economists to deal with more oomplex problems.

CONCLUSION

L

H 411 the above points show clearly that there is need for olear

5 govermment ohbjectives when establishing industrial estates and that these
i L]

may vary oonsiderably. In practios, they are usually left rather vague.

o



One has the feeling, based on the data colleoted, that decimions as

regaris objectivem, locations anl incentives are n-t usually the result

of full studies, but rather the outcome of varyins influences and
factors. Although some effort is made in some cas:s to learn from
experience, in other cases there has heen no real attempt to find

out the reasons for successes or failures. Turkey, of all the countries
studied, seems to be the major exception Lecau~e in that country estate
development has been left to private initiative. To a much greater extent
the market force of supply and demand have operated as far as industrial
estates are conccrned, In all other cames the estallishment of
industrial emstates have been haged more on the dccisions of planners.
Where therc im a fully centrally planned system in opcration as in

Cuba, and the Goverrment has the power to direct the industries and plan
the nrojects in detail industrial estates or industrial zones have
been successfully developed in this way. However, in other cases such

as Fcuador, where there have been central planning decisions on locations
of industrial estates, but then the cstablishment of the individual
isdustries have been left o private industries anl to market foroes, the
results have not yet been too successful. The case of LAhwaz seems to show
that the oL jectives of the planners and the resuiting effects of local
economic factors and influences continue to produce the oppomite of what
was originally interded. Senegal with its "trial cstate at Thies, may
be a nosoille exception if one can be assur:d that lessons learned in

the development of this small estate venture will Le applied elmewhere
Yut there does not seem to be any guarantee that this will be the case.
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COSTS 'ND BENFFITS - TANGIBLE AND INTANGIBLD

INTRODUCTION

In trying to assess thc costs and bencfits and the return on
investment of an industrial cstate prosramme, the first question mugt
be: "Yhat are the objectives of this programme?'  If the primary
objective is, may, the reduction of congsestion and dislocation in g
great city, then the main beneficiary may and perhape should be the
oity whose husineme will then be conducted more cxpeditiously and
economically, tut the financial effects hc impossible to quantify. 1If
the main objective is to creatc emnloyment, thcn the measuring stick
is the number of jobs created and the coet per job or an industrial
estate am opposed to the numler created and thc cost per job 'y any
other means, (firms establishins themmelves individually, labour
corps or other job-creating entitics). If the ¢ jective is to attract
new, preferably foreirr companics to met up ractorics in the country or
in a development area, the Pay-off is whether the company would have set
up at all = or set up in mome other resion - had the estate not eximted,
This, again, is hardly quantifiable except, perhaps, in terms of local
employment opportunities gained or lost.

The subject matter of this chapter is primarily concerned with
industrial estates sect up either for the benefit of private industry hy
governments, (Ecuador, Iran, Makistan, Senegal), or through the initiative
of grouns such as cooperatives, composed of private industrialists
and/or artisans, (Turkey).

In Cuba the methods of establishing and to some extent the aims
of ihdultria.l zones are so different from those of sponsors in the
other countries studied that 1% is impossible to assess the comts and
benefits in comparable terms. Indeed, the tangible benefits are impossihle
to quantify because there are no alternatives. In the other countries,
even in Turkey, 16cation on an industrial estate is still the exception;
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most firms, large or amall, are established on individual sites.
In Cuda, no new industrial enterprime, including renair and servioce
units, may be set ur outside an industrial zone, with the exoeption

of the few catepories noted earlier,.

The bhenefits of being located in an industrial zone annot be
compared with any alternative in the nrement and can only bYe set
against oonditions in the past, a poor enourh basc. The Lenefits do
not seem to be to the individual firm Mut rather tc th: nation and the
community. They are discusmsed in the naxt Section.

From the point of view of the indivilual comnany - and this is
a oritical factor when trying to induce companies, existing or new,
Y0 join estales which have been estatlished Ly public authorities -

the estate must offer and bc_geen to offer benefits which the firm

on its own could not obtain. These misht include lower land and building
costs or rentm, easier loanm at lower interest rates and such special

benefits as exoncration from irmnort duties or various duties and taxes.

The tangible benefits to the individual firm are prolably the
easient to mcasurc. There may be, as in Turkey, the possibilities of
compering the performance of firms on the estates before and after
joining or wit! that of similar firms who have remained behind. There
is also a certain number of intangible benefits which the location of
indust-y on estates may offer to bLoth the public and private interest
and which, in the long run, may le at least as important as the more

easily measurable ones.

It is unfortunate that for no country among those studied are the
elemen+s of data for making comt comparisons between .'irme on estates
and firms on individual sites available. It ie not known, in general,
what are the costs of comparable land with water, drainame, power lines
and so on, or what are the costs of erecting standard uildinse in large
numbers as compared with individual units, or, cxoept in one instance,
Senecal's Thies estate, what are the commercial rents as cpposed to
those on estates for comparallc nremises. In Turkey, where average
costs of buildings on all the estates completed and in oneration are
known, the variabil. v of average unit cost is from TL 8,000 to
T 43,000 (% 571 to % 3,071). In the estates under construction the

range of cstimated costs is cven wider, between TL 16,000 and
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m 575,000 (% 3,285 to 3 41,071). It may be noted that those are small
industry estates where the range in size of firm and volume of activity
is gemerally fairly restricted. It was said in Chapter II thet extensive
plotting of these costs aZainst various paramcters failed to reveal any
oorrelation between them and other factors, apart from the gencral
inflation in building costs in the last few years. In these conditions,
it would be necessary to examinc and eompare costs estate Ly estate and
town by town.

1. THL TANGIBLE COSTS AND BENIFITS

tg 40 Public Authoritie d Benefits to the Comsmun

Most of the known costs of setting up and developing the industrial
estates were inourred by central governments, with the exception of
Turkey, where no Government capital was investcd except at Casiantep,
and therefore, no dircot cost inoureed.

Capital invegtment was in

Land (everywhere)

infrastructure (everywhere)

common facilities and administrative buildings (everywhere)

industrial tuildings (Ecuador, Ibarra and Tulcanj Iran,

Ahwaz, Sencgal, Thies).
In addition to the ompital investment by Govermment, with or without

the participation of other bodies and the firms thomselves, most
estates had operating costs for management and thc staff salarios of the
sdministration, maintenance of the infrastructure and, where appliocable,
of tho oommon facilities - workshops, guest houses and estate-owned
restaurants. In the case of the Ahwaz cstate, the only one for which
both oporati ¢ cost and revenue figures are available, some revenue from
the workshops and the guest house and canteen has becn set off against
the ocosts. (Sce Chapter I1)e No costs are allocated for extension
services such as those provided by SONEPI to firms at Thies or the
industry service oentres in the Punjab, even though gome of them are
looated physically on the estates. (8ialkot, Cujranwals). No relevant
data are available for Cuba.

- -
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Table 16 is an atter:t to tabulate various cutlays and set them
against revenues, where there are any, jobs created and output, for
estates in the six countries st lieds The data are very patchy and
inoonolusive.

The direct return on the Government investmcnt in Ahwaz is
negative to the tune of about * 226,000 in 197i-75. The oconsultant who
vigited Thies states in his report ithat the estate is making a heavy
loss and needs to be much larger if it is to break even. It is to be
expected that momt of the 11 small industry cstates in Pakistan are making
a net loss hecause all but two have a very low rate of occupancy. One
the face of it, the SITE estate at Karachi, the "cradle" of Pakistani
industrialisation, should be now have provided a very handsome return
on the original outlay.

In the oase of Turkey there is no mublic investment. The Governmcnt
and the State banks make loans on whioh they receive five per cent or
three per cent interest, depanding on the area, (see above). The Government
mekes a profit which, in the case of the loans by the Ministry of Industry,
goes back into the funds used to provide credits for new estates.

In Cuba the benefits to the nation might be expeoted to be products
mamufaotured under conditions more favourable to high produotivity than
would exist under any feasible alternativce These would include a
better utilisation of thc inpui in terms of raw naterial, plant and
equipment, lowered overheads, (through the use of ocentralised services),
and an overall reduced input of resources, material and human.

The ocommunity benefits through cxtended opportunities for employment
due tc the decentralisation of industry throughout the country. In spite
of the current labour shortase, this will beoome increasingly important
as the mechanisation of agriculture oauses redundancics on the land.

The measurement of the tangible benefits is impossible because
practically all the industry in the industrial zones is new. Measurement
in financial terms is meaningless, There is no central authority for
industrial zones in Cubaj many different authorities are involved.

The total costs of development cannot te easily oompiled. The only valid
costs for ocomparative purposes would be in man=hours set against the
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employment of the scarce labour resource to attain the same
onde =« the establishment of industrial units of the same sise = in
some ot.er way.

One of the primary objects of Govermment support of indugtrial

[ 3
estates in all ocountries, including the developed ones, is the creation
of employment, especially in less developed regions. Here there is o
little more data, but still too many "informed gucmses". P
In caloulating the invemstment per job created, it must be emphasesed
that the investment ig in the cstate only, which may be simply prepared
land or %oth land and buildings. Production equipment and other ocepital
assets may be expected to be the same whether a firm is on an estate or
in ite own land and buildings. Depending on whether the industry is -
oapital or labour intensive, the investment in production assets may be
very much larger or very little larger than the investment in land and
tuildings. The financial savings effocted by joininz aa industrial estate
will therefore by progressively less important as capital intensity
rises. (See formula below).
Benefits to a given town or region may bes
Diregt - Inorease in looal wealth due to increased enployment, either
(1) in local firms which have increased their business as a
direot result of having moved orto the estate, or
(2) in firms which have started new ventures as a result of
the existonce of the cstate, or which have moved from
other regions, attracted by the estate, inocluding foreign
firmm}
= increase in wealth and employment through extended use of
local raw materials;
= increasec in local wealth due to increased business given
to looal firms - retailers, wholesalers, transport,
oonstruotion and other local enterprises - by firms on
the sgtate;
= inorease in provincial or municipal taxes and other
contributions. 4
Indirect - Inorease in spending power of individuals due to
increased emnloyment, reflected greater retail sales,
construction of dwellings, purchase of congumer dursbles, hd

etoy
= Creation of secondary industries.
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The only place where benefits to local economio life were specifically
mentioned was Aksehir, a small town in Turkey. The growth of gpending
nower of workers since the creation of the estate ..as said to have
reflected in inoreased retail males. For the rest, such benefiis have
40 be inferred. None of the couniry reports refer to the creation of
any secondary industrics arising from the presence of estates other than
retail shops and services, (restaurants, hairdressers, banks, etc.) met
up on the estates themselves. [ven to attempt to put any monetary or
percentage value on benefits would demand an in-depth stndy of a town
over a period of years. It is more than doubtful whether the necessary
data would be forthcoming, in view of the general nauoity of statistioal
information in all the countries visited., The hest Dplace to start might
be the looal offices for national and municipal taxcs.

Cosgts gnd Benefitg to the individual Firm

The cost or benefit of purchasing premises on an industrial estate
as opposed to btuilding on a private plot is the differcnce between the
costs of thc land, infrastructure and building rurchased as part of a
ocollectivity and the costs of the same bought privately, production
equipment and other fixed asseis being the same in beth cases. There
is another factor which may he important, which is the interest rate
offered o members of industrial estates. (Three to five per cent in
Turkey vs 14 per oent commercially; nine per ocent in Fouador vs 18 per cent
vommercially). Capitalised over s ten year payback period, this can
ropresent a oritically large difference to a small firm in terms of

working capital, particularly in the early years. This can be represented
by the formulae

Privete c1 «=E+L <+ F + 3 +1 where C1 = Cost of setting up on own land
CE = Cost of setting up on estate

£, = Investrent in production

equinment
mcz-m¢¢+w+oﬂ+dx = Cost of Land
Infrastructure and oommon
facilitios

where a, b, © and d are
ooefficienty differentiat-
ing sach item on an estate
from the same item privately

Cost of building

Sum of interest paywents over
period of laon

- = =
]
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Land, infrastructure and common facilities costs and buildings (where
an estate contains many standard tuildings), would normally be cheaper
than when purchased privately, (but not invariably,) and thus the

) coefficients less than vnity. In Cuenca, Ecuador, two industrialists said
that the land on whioh they had 'uild their factories, even after installing
the water, power, sewage ctc., was less than half the price of land on the

Cuecnoa estate and they were nearer the town.

The individual firm may expect to benefit from moving on to an
industrial estate rather than to a private site because of the lower
outlay involved initially and lesser credits rcquired, combined with the
lower interest rate for State, as opposed to commercial loans. Most
firms leave their existing premises because these have bdecome too small
for their expanding production and they need more space if they are to o
develop further. The lesser initial outlay may also mean that a firm
oan move carlier than it could otherwise have donc and thus have
longer to take advantage of the improved physical and other conditions,
and that it can purchase more equipment for the enlarged premiees
than it would otherwise have done for the same total outlay.

An attempt is made helow to assess the return on investment of firms : "
on two industrial estates in Turkey. Likc almost all the other assessmcnts
in this report invelving statistics, the figures are estimated tut,
hopefully, conservative. The main assumption is that firms on most
Turkish estates double the numicr of persons engaed (including the
unrepgistered boyu), within two years of moving on to an e~tate,

(1) geynart n om

Lvcrage investment in buildings - per unit 51,524
5 ér)terest on 60° of cost over 15,345
10 years—

- . B e AEAEES

66,869

1/ The data on which the examnles are based are rsiven in extengo in v
the oountry report,

ﬂ Intcrest in all cases is oeloulated simply on the total sum
across 10 years and not reducing with repayments. This makes .
a more unfavourable case then the rcality.




NN
B S

g S

s g R

.

-9 -

Share of land and infrastructure
(1/244 x T 3,704,000)
Interest on bank loan on 50,
infrastructure

Tot invegtment

Average no. of workers/unit 6
lefore moving

Average no. of workers/unit 12
after moving

hdditicnal workers 4

Averase annual output/worker
Additional output of
€ workers

Net revenue on output at 10, '

Leturn on invegtment in land,
nfragtructure and hildings

(due to add. workers only)

(2) Aydin

Average investment in Muildinm -
per unit )

5% interest on 607 of cost over
10 years

Share of land a:;d infrastructure
estimated at 15, cost of bldge.
(1/550 x ™ 2,997,796)

Interest on hank loan of §0,L
infrastruoture cost at 14, over
5 years

Tot Invegtment

Fet. average no. of workers/units 3
before moving
T'st. Average no. of workers/unit
after moving

6
Additional vworkers 3

n ’ﬂ-
15,180
5,315
2, 193
81,362
59, 30C
355,800
35,500
i x 0 -
4,5 per gent
36,366
10,909
4T 275
5,490
1,90%
74357

-
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Average Annual output per 1
worker 80,010./
Average additional ocutput =
3 workers 240,0%)
Net revenue on outrut at 10,. 24,003 .
Return on investment in land

rastructure an ildings
(due to add. workers only) __gﬁ,%g x 100 = )

4,63 44 _pey _oent

It is believed that the foresoing estimates are conservative, in which
case the rcturn on investment to the individual firm and, colleotively,
to the ocountry, is high,

In Turkey the Denartment of Small Industry and Handicrafts carried -~
out a survey on the first industrial estate in Iemir in 1970 to find
out what benefits had been receivel anl growth achieved by the firms which

had moved in. Some firms had teen there over two years. ! .

Two questionnaires were issued, one on the estate as a whole, and
the other a unit to unit survey. 116 forms out of 141 given out wepe
returned filled in, most only partially. The survey suffered by being '
handled by different offioials at different times. /Lnswers to some key
questions are given in Table 17 Lelow. They must be read with some

reserve.
Item No. of Befo Lfter Pe
firme Moving Hoving
replying
1, Total covered area 89 5,934 rn2 13,761 mz 131
2. Pmployment(workers) 117 P5 388 21
3. Horsepower ' N.A. 107 1,553 119
4. Oroms sales value N. Ao m™1,8¥%,000 T 5,700,000 2l
5. Output,/capital 29 0.8 1.12 A0
6, Capital per worker 49 % %5 % 1,394 112 ¢
(1967) (1970)
7. Labour productivity 21 8127 $ 1,944 167
OCutput ner worker (1967) (1970)

1/ The larger increase in output per workcr as compared with Ceyhan is due
40 a change in the tategory of the firm, whith according!4o thetCensus,
changes the productivity.

v A T .
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reported on the estates visited, It is a pity that more complete
information is not availalle,

2+ - THE INT'NGIDLE BINFFITS
hle efits to the Communit

Intanpible lLenefits to the rublic at larpe would seem to be
of two tynest
(1)  improvement in envir nmental conditions and amenities in
a town of city lue to moving cut of large numbers of small
firms to an estate, such as reduotion of congestion in

the strcets and conscquent casing of traffic problems,
redustion of noise and other types of nollutionj

(2) oreation of amenities such as new roals, improved or
extended putlic trangport services.

As in the case of the tangihle benefits, the intangible bLenefits
have to Lc inferred. The removel of over three thousand firms and
artisans shops from the centre of a city of 200,00C inhabitants such
as Konys oculd hardly fail to improve conditions within the oity
itself, the more so hecause trades tend to be grouped k'm single strcets
or “looks of a few streets and whole quarters may thereby be liberated
for devclopment.

The provision of social lenefits in Cuba is not the responsibility
of thc industrial zones but of the municipality. They are part of the

“asi® infrastructure, which is surposed to oater for the nevds of the

people in pro ess of industrialisation.

The individual benefits from the possibility of having better
facilities - restaurants, shops, creches and provision for reoreation -
than hc or she might te able to obtain if the anterprises were not inte-
egrated into a zone. /(11 workers are theoretically entitled tc improvements
in the quality of their lives, Lut with limited reeources on which there arc
many dcmands, it is olearly impossible to provide thcm at this stage and
for a long time to come, other than on a collective Lamis. The industrial

sone provides this hasis for the industrial workers more effectively and
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at lems cost than, say, doing the mame thing for factories scattered
around a town or the countryside.

Th: only public amenitics remorted were in T rkey and took the

form of improveld roads and street lighting and improved local bus servioes.

Benefits to the individuazal Firm

In mome ways the less tanzible henefits to the individual firm of
joining an effective industirial estate may be, in the long run, even
more important than the short term financial ones. The five successful
entrepreneurs on the T!ies estate all said that thoy could not have
progressed so fast had it not bteen for the technical assistance they
received and the training in management, accountancy and productivity
improvement. The management of the \hwaz estate gives a good deal of
assistance to the member firms at public cost in expeliting raw material
permits and decisions hy wublic authorities. The small estates in Louador
do not scem to derive any such benefits, sincc therc are no services and

the estates are too small for an real inter-firm gooperation. There is

no information on these factors in Pakimtan, hbut the fact of grouping

s number of firms in the wsame branch of industry, say, metalworking,
ghould certainly lend the individual firm additional gtrength in dealing
with authority.

In Turkey the fact of havi~g to form a cooperative as exccuting
agency Lefore the Government will consider giving support and then having
to keep it goins for up to ten years ig prohal'ly one of the most valuable
spin-offs of the estateg. On almost all of them there is quite a large
number of firms in the mame or related trades and the fact of working
together in the cooperative and thus metting to know one another well haes,
according to almost all the inlustrislists questioned, resulted in greatly
inoreaged inter-firm cooperation and intra-estate contracting. Nearly
everyone on the estates maid that they were now giving and receiving
contracts for poods that they hail previously lought outside, sometimes
imported. /. sawmill owner gaid that his turnover had greatly increased
due to his closeness to furniture makers on the estate. Some people
said that they had emblarkcd on new sroducts sugrested to them by

colleagues. The fact of constant meeting, of moving in and out of one
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another's workshops and hearing of one another's necds and problems

is an intangible but unquestionable stimulue to higher performance.

The executing agency of the Turkish estate has a food deal of
influence with government, municipal and other authorities, reprementing
as it does, possilly hundreds of firms. It can obtain favourable
dcoigions much faster than the lonc cntreprencur who may have to heat
his hcad against official doors for a long time hefore getting what he

wants - if he ever does.

Finally, there is the industrial estate, as at Cuenca, Dcuador

(which has yet to nrove itgelf), in Karachi or Manimsa in Turkey, which

sets out to attract new firms, foreign or domestic. Here the questions
are!
- would the firm have been gset up at all, especially in the case of
foreigm firms entering the country, if the estate had not existed?

- would it have heen set up in some cther city or region?

In the first case, had it not been set up therc would have been a
loss to the national economy anl nossiktly of foreimm currency, as well as
employment. In the second case, the loss is local, lut it could be
gerious in an undep<developed rcgion with a high unemployment level,
Certainly at Manisa, the only estate about which there ig direot evidence,
its existence has been instrumental in sttracting firms, including foreigm
joint ventures, which would not have installed themselves in the locality
had the ostate not been there.

CONCLUSION

1t is a baeic assumption in all indumtrial estate development that
the setting up of an industrial estate provides financial Lenefits to the
oountry as a whole and to the individual firm. Tt is assumed that by
setting up an industrial estate the costs of vroviding the infrastructure .
and services per unit is more cconomic than if each firm established
itgelf individually. There is some difficulty in obtaining feasible data
to prove that this is the came. The difficulty seems to arise in
obtaining data on these costs for individual firms, setiing up away from
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an estate, PFor the individual firm it scems ccrtain thaty due in part
{40 soonomies of soale in infrastructural investment and due in part
40 epeoial incentives and sudbsilies,the individual firm does obLtain the
land and services it neceds cheaper on the estate., Thic is prodbably
more truc for small firms but still seema to apply to the medium~sized

factery as well.

The above oonclusions apply to the tangilile benefits. There are,
of ocourse, intangille henefits that are covered extensively in this
report. It may be that these are no less important in the long run
than the oonorete tangible henefits derived from industrial estate projects.
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CEAPTER ¥

FACTORS IMFLUENCING THT SUCCESS OF INDUST I'l ESTATES

INTRODUCTION

0f the programmes studied, one, the industrial cstate programme for
small industry in Turkey, aprears to be very successfule This is not
yet true of the programme of industrial areas for large and medium moale
industry, which is only now Leginning to take off. In Pakistan, on the
other hand, it is the large-soale industry estate programme which appears
to he the more successful and muet have contrihuted greatly to the country's

industrialisation in the early days. The detaile available at present

do not pcrmit this contrihution to be quantificd. The Pakistan small
industry programme docs not seem to have been adlc to attract enough
firms on to the estates, with threce exceptions, to justify the size of
most of them, with th. exceptions of Gujranwala, Sialkot and Gujrat.
Even then these local succcases may be due to the aid received from

the International Developmment /gency. /A strong impression is left,
espacially in the case of Jialkot, that the traditionally export=oriented
small industries there would have continued to develop satisfactorily
without the aid of the industriazl estate,

The foregoing discussion presupposes that efforts have to lLe made
to persuade firms tc enter industrial estates, whioh is not the caac
in Cuba. There the industrial zones cannot suoceed or fail becausc

there are no glterngtives. One zone may be more efficicnt than another
in furnishins services waich increase lahour productivity, tut there is

no compctition hetween zones. Industry goes where it is direoted.

The programmes in Ecuador has yet to takc off, in apitse of substantial
UN, US-LID and other advice and support. The so-called estates at
Ibarra end Tulcan are no more thar a handful of factories at sulsidised

rents. The CENDES is interested in melling the btuildings and land to the
firmas ocoupying them.
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In Senegal, currently in the very earliest stapes of industrialisation
with very few Senegalese manufacturing firms or entrepreneurs, the
Thics ertate mseems to have made 2 modest progress, with a large input of
techniocal assistance, towards its ohjcctive of developing mome artisans
into real small industrialists with some knowledge and understanding of
industrial management. It rcmains to be seen whethecr this can be repeated

on the larger estates now under development.

The ihwaz estate is admittcd to have failed to achieve its original
ohjectives. A great deal of money has been invested in the ostate,
inoludins the central workshops and it is heavily in deficit on its
operating costs. There seem signs that the inductrial parks programme for
larger industries, whioh has heen better prepared, is making a good start

with the A\lborz Estate at Qazvin, although this was initially a =pontancous de

development by industrialists to take advantage of the town's relative
nearncsg to Teheran. The other industrial parks planned for large and
medium firme are not yot operational. It is possible that the programme

oould be cut back owing to the recent need to save foreign currenocy.

The quemtion which this chapter aims to clarify, if not to answer
oomplately, ist "Vhy do some industrial estates succeed while others
f2il? '"hat are the factors which influence the sucoess of an industrial

estate and of an industrial estate programme?"
1, FACTORS AFFFCTING THE DEVELOPMENT OF INDUST.IAL ISTATES

fio far seven groups of factors have been identified, but they are
certainly not exhsustive. They includet
(1) the extent to whioh the objectives which each ecstate is set up to
achieve are corrcctly formulated and consistently pursued;

(2) the volume and nature of thc national and local economic activities
and markets;

(3) national characteristics, social and cultural patterns;

(4) thc extent to whioh the supposcd advantages offered by the estate
meet the perceived neels of the potential memberss

(5) thc location in the country, the site in relation to its nearest
centre of population, the design of the estate and its amenities, due
consideration heing given to faotors (1) to (4) above and the size
of the estate, its Yuillings and plote;
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(6) the nature of the support offcred by thc povernment and other
suthorities concerned;

(7)  thc duration of the planning and oconstruotion periods.

These factors are cxamined briefly below.

l. The Objectives of the Urogramme

The objectives declared by various governmcnts of the countries
studied or to be inferred from their actions are tabulated in Table 14.
The more important in the eyecs of most povernments seem to bes

(a) bringing small firms tosether mo as to le able to provide

common faoilities, encourage complementarity and promote
cooperation;

() develorment an instrument of decentralisation to promote
development and employment in backward arcass

(c) to devilop existing small firms and artisane;

(d) to attrant new and/or foreign firms to a given town or regionj

(e) to relieve congestion and pollution in citi.c and to oombat

urban unemployment,

Objectives (b), (o) and (d) may have strong politiocal as well as
economio motives behind them. An industrial estate is something tangible
for a membler of parliament to show to his constituents to prove that he
is doing something for them. It was stated in Turkey that when oredits
for industrial estatc development came before the Parliament they were

alvays viewed favourably, even when other outs had to Le made,

Objcctives can be conflicting, The aim of decentralisation of
indusiry to baockward regsions - whioh, almost by definition, are likely to
be away from main markets and with poor communications - may oonflict
with the aim of attractins ncw national or foreign firms. This secems
to have hanpened at Cuenca. Thc sort of incentives needed to attract
existing small firms out of crowded cities differ from those needed to

induce firms to come from other regions.

Whatever the objeotives may be, they will only be attained if the
inocntives are groater in the eyes of potential members than the apparent
disincentives and match thc aims of the programme. Industrialists convinoced
that conditions on an industrial estate will Le better in most important
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respoots than their »resent conlitions will come topether to found
industrial estates as they do in Turkey and as they are mtarting to do
in Ecuador and Iran, In doing so they may further a government objective,

but only because it coinciles with their own intcrests, (see (4) below). '

One thing seems to emerso from these stulies, Tt i® that once
objectives have been decidel uvon - after all necessary studies to ensure
that they are realistic and conform to real needs - they should le
adhered to and not chanped unless the conditions fiving rise to them are
changed. This seems tc have hapuened in Ecuador at various times and on
the Ahwaz estate,

The limited sucoess of the Thies estate in achieving the objective

of upgrading local artisans, secms to Le due to the fact that this aim

was stuok to and furthered Ly an advisory and training effort, perhaps
disproportionately expensive viewed in the lisht of the financial returns,
but necessary in a country where rractically no indipcnous industrialists
existed. 1In the same way the orisinal Karachi SITE estate succeeded becausa
its objeotives coincided with the urgent national need after Partiticn to
provide home produced goods and a local need - that of providing jobs for

hundreds of thousands of worklces and homeless rcfugeeme

Thesc examples sugmest that the diagmosis anl definition of the
problem which the industrial estate is to solve a : critical in formulating
objeotives and that without a sound foundation in this respect the
objectives will be unreal and will not Ye attained,

2. Volume and Nature of national and local economic dctivity

Cne of the special advantases of bLeing on an industrial estate is that

of obtaining facilities, land, buildings, ocommon scrvices and go on, at

oosts much lower than would normally be available to a firm on its own

because many of these faoilities and their oost are shared by a number of

enterprises. Another is the ;resence of fir.s in related fields,

possilly complementary, able to provide each otlicr with business opportunities,

or firms in the same field able to operate, for example, ocooperative -
parchasing and marketing schemes, maintain stocks of spares in common and

similar activities.
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Industrial cstates cannot Le expected to oncrate economically if
the volume of economic activity in the country is at such a low level
that it can only sustain a small number of little firms or artisans.
8o far, this is true of the Thies estate, which may be oonsidercd as a
"huminess school", many of tho orders beingz procured from Government
arencies, Nor is it much use settins ur an estate in a place where there
are only a handful of firmg able to join it, wvnlecs it can be made

especially attractive to firms from elgewhere.

Flements in this factor incluvdet

National

(a) GNP and GN™ per capita and thus the nurchasing power
available or potentials

(b) distribution of merrcto and of industry throughout the country;

(o) the nature of the industries cnd handicrafts in the country
and their potential for develoupmert, particularly by
exploiting irdisenonc resourcee of rev materiale and traditional
skille “or import subctitrtion ard exporis;

Looal

(d) the nature of local activiiies - hcavy or light industry,
oommerce servicer. includinug repair corvices, htourism, eto.}

(e) the markets served by th~ local certre and how well it ims
gituated to perve them, 4., neer o port or frontier for
oxports, at a rcadl or rail certr2, near lerpe indusiries able
to offer sub-ccniracts, in an area of mechanised agrioculturej
(see also (5) Lelow) s

(f) the number and size of local industrial units;
(g) the level cf local entreprenecurial developuent;

(h} rew materials availehle from lonal scurces, €eg.; Wool, timber,
kaolin, hides; agricul‘ural nroducts;

(i) availability of skilled labour, tradiiions of ekill and training
facilities.

Most oountries, including poor couniries such as Sencpal, (GNP per
capita, 1971 - 3 205), have moope for & fed indueirial estates which can
be used to develop induetries, hut whcre the gencral level of economic
activity is low and many iive outsile the money economy, (about one third
of tho population in Fouador), they muat be consifered as long-term
investments and not expeoted to offer any positive return on investment

for some years.
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The nature of the iadustries in the country and their suitability
for incorporation into industrial estates must be an important factor.y
The most important single activity on the eatates visited in Turkey
is automobile repair and servicing, including lorries. The fact that
this is sub-divided amons a very larme number of mpecialists, each
concentrating on one element of a car - engine, Lrekes, wheels,
electrioal equipment, sirin-g, bodywork and so ou - makes it a very
suitable industry for incorporation on an estate. DMNcchanisation of
asriculture is also very alvasced in certain regions. On the Aydin
estate of 55 unite, 220 are composed of auto anl asricultural machinery
repair shops. On the smallcr Aksehir estate, 90 units out of 298 are
in the same fields. /A further important proportion of firms are in
general metal machining, much of it connectel with the auto repair
activities. In Izmir cne of the new estates of over 700 firms will
be almost entirely occupied on auto repairs and the Auto lLiepairers
Association of Gazianter has 878 members waitines to move on to the

Cooperative Fetate when it is ready.

This huge activity in auto repairing, inoluding rebuilding, in
Turkey scems to owe much to the 500,000 or morc Turkish workers in
Wcastern Furope, nearly ail of whem return home with cars, many of whioh
are in very poor condition. IReccnditicning them is very much cheaper
at home than it is in Germany or Holland, so the owners wait to get them
back beforc having them done ur. Some of these renair shops develop
into manufacturing unifs, a few even becoming suppliers of authorised

spares under quality control by the car makers.

L gimilar situation seems to exist in some towns in Pakistan where
there are a large number of firms and artisans in the same trades and
where the small indusiry service institutes for those trades can Ye
located on the estates. Cujranwala, (light engineering), Sialkot,
(nporta foods and surgical ingtruments) and Gujrat, (electric fanl), have
already beenmentioned. In Iran the same situation exists in many
artisan industries 'ut so far they appear to wish to stay within the

Yazaars, which are, in fact, industrial estates.

L/ See Chapter VI for further discussion of this noint.
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On the other hand, the ecstate at Tulcan, vhich was set up against
UN advioe, could only choose cven today from among 17 small firms in
the town and main local activity is commerce with Colom! ia, the main
flow of trade 'eing into Bcuador Lu:cause of the currently favouralle

exchange rate for 'uying in Colombia,

3.  National Charactcristion, social and oultural LatisIis
This seems to ¢ a most neglected factor when studying programmes of
industrial estatos and this fact may well lie responsille for some

failures.
Tlements includet

(a) homogeneity or heterongeneity of racc or religiony

(*) traditions of honest dealing. Do people trust onme another
generally or only those of their own tride, family or
religious group? Or nolody?

(¢) traditions of cooperation in work;

(d) habits of saving for long term goals or hesvy expenditure on
social occasions such as marriages, cto.j

(e) tralitions of craftsmanship, industry or commercej

(£) respect for education and training;

(g) tendency to take initiatives or to wait for the authorities to

act.

Much of the success of thc industrial estates in Turkey seems due
40 the character of the Turkish workers and small entrepreneurs. They are
very hard workers with preat technical skills and initiative, Migrant
workers in Western Furope have shown quite exceptional capacities for
saving money, often living alroad in almost intolera'.le conditions so
that thcy can luy machines and rcturn home to sct up their own workshops,
Many estate members work alroad, continiing to pay their contributions
during this neriod. 11t is rare that a small industrialist defaults on Lank
loans. .t least in thc provinces, the society is a homogeneous one with
a well understood code of lchaviour. The cooperstives necessary to set

up industrial estates work well in these conditions.

Similar conditions exist among the Peguiche Indians in Northern
Touador, whose centre is Ctovalo. (See Figure 2). They are energetic,
highly skilled in a numler of crafts and strongly entrepreneurial,
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They are cager for education, They have their own rctail outlets

in the US., Spain and thc Canaries and have non-Peguiche artisans

as su~-contractors. Cn their nwn initiative and with their funds,
tecause they wish to "¢ indepeil:nt of the Govermuent, they have
started a cooperative industrial complex near Otovalo. In contrast,
the small industrialists of Buayaquil, althourh thcy want an estate
Tecause of incrcasingly " al conlitions in the city, do not scem willing
to particinate financially in the preliminary studics and are waiting
for the Government to finance them. The consultant was informed
several times that, in general, coopecratives do not suoceed very well
in Fouadcr. WMo dou't a som-what heterogecous population containing
quite a fow fairly recent immigrants has somcthing to do with this, since

immigrants penerally tend to display a certain indevandence of others.

In Iran, where there is a long tradition of manual skills of the
highest order, there docs not apnear to e any spucial tradition of
mccessful cocperatives, Howecver, in Iran the Yazaar hasg a very special
plaoe in the economy and in socicty. lemlers of' the hazesars are memblers
of families who have leen in the hazaar for generations. The Yazaar
has its oodc of commercial “ehaviour which is not lightly Lroken.

It may well lc that small firms and artisans in Iran and to some extent
in Pakistan fi d it difficult to lreak out of the "aZaar, even where
the advantages of an industrial estatc may lc evident.

The social and cultural factors connected with setting up industrial

estates deserve more study than seems to have heen accorded them hitherto,

Ae How far the irdusgrial Lgtate mcets the perccived Needs of
potential Membe; sl
If firme, existing or new, are to e persuaded to join or set up
industrial estates, they must be convinced that there are advantages in
doing so which cannot e obtained “y other means. 1In the case of foreipn

firms or firms moving from other regicus, the location of the estate
t:coomes one of the key factors. (See (5) below),
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The clements attracting or dissuading rotential memlers seem to bes

(a) the suitalility of premises offerel on an estate versus present
premises in terms of space, possiilitics of expansion,
working conditions, ectce.;

(1:) attitudes of town planning authorities, c..%, how tough
they are atout getting: firms out of the town;

(o) price of prepared land or land and ‘uildinss compared with
gim’lar facilities availalle privately;

(d) 1location of the ecstate in rclation to oustomers, suppliers,
markets and the risk of competitors talkins former premises
which were favoura’ ly nlaced;

(e) possibilitics of increased usiness throu~h the premence on
any estate of firms in the same or related fields or,
converscly, thc absence of such conditions due to leaving
an area where they eximt;

(£) common facilitiecs such as warchouses, central workshops or
training programmes availadble on ¢states which are not availalle
clmewhere;

(g) oredit facilities, fiscal and other lenefits offered ly
governments or other putlic authoritics availalle primarily to
emstate members and not to industrialistms of the same category
as a wholc.

If industrialists cannot see or .nderstand the advantages to their
busincsees ori an estate, (evcn though the advanta~es may be real), over
availatlc alternatives, they will not move in. It is as simple as that.
In Turkey, even in gome of the medium-sized towns, conditions are mo
cramped that expansion is imposgitlc as ‘usin:ss increeses. Most uildin
cooperatives have been founded for this reason, strongly supported Ly
municipal ocouncils anxious to reduce the congestion in their cities
and often willing to offer land outm” le at very low prices. They are
preparcd to guarantee that premises vacated will not e re-occupied,

The Oovernment's long term uilding credits at one third of the

oommercial interest rate arc also an important factor.

In Cubas the planning authority knows what kind of industry will go on
40 the industrial gonc, at least in the medium tcrm.

Fcar of losing contact with oustomcrs uscd to finding them easily
tn town ocentres when they have moved to an industrial estate several
kilometros from the town is mentioned Ly all thc consultants as a major
disincentive., Pven in Turkey it hed to Le over ome on some of the earlier



estates, lut there are now so meny success storics of increased tusincss

Ly firme which have moved out tliat this is .in long.r a major element in

firmeg' decisions.

On the Thies estate the five successful entrcpreneurs took full
advantase of the S0ONFP1 and UNIDC technical assistance. They all said
that they could not have developed as they did had they remained in their
old workshons, lut they had to Lie convinced in thc first place. Much
of their new usiness, which they are¢ now technically and managerially
ale to tackle, comes from official contacts arranme. for them Ly the
S0ONEPI, Clearly a majority of small Lusinessmen in "alkistan are not

yet convinoed of the advantascs of moving.

In Bouador, apart from Guayaquil, the pressures on small firms

to move out of the towns are not acutc. Even in Guayaquil, efforts Ly
CENDES to set ur a small industry cstate have not so far aroused enough
enthusiasm for the industrialists to Y“e prepared to put money into it.

In Cuenca, twn industrialists who estallished factories just outside the
town, one a relocation and the other a new usiness, Loth claimed that their
lend with infrastructure orly cost half that offered on the new estate,

One of them was convinced that any advantages thc firm might gain were oute

weighed Ly the risk of his werkers teing "tainted with Communism',

Th: exoneration from import and certain national and municipal duties
and reductions in taxes on rovenue and the like are not exclusively reserved ..
for firms on industrial cstates in any of the countries studied. They do not
therefore represent an incentive to join an estate. Only in Eouador, the
recent law promoting industrial cstates cvtends lenefits previously given
to registered small firms,to firms of all sizes on estates. If figcal and
oredit incentives are to le used, they must thcrefore offer speoial

sdvantares to estate memhers not availalle to others.

The wnseililities of increased usinesgs only re~resent a real
incentive where there are enoush firms in related lines of tusiness on an
eatate to offer a choice not availalle elsewhere, or at least not with
such ease. So far common workshors and quality control laloratories do
not seem to ‘e an attramtion. VWarehouses do exist on a few of the Turkish
cooncrative estates, “ut none of these visited serious'y envisaged setting

up workshops in the foreseea'le future.

O 1‘_________41______&._________.“
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In the end, nothing succeeds like success, Ince industriali
estates are seen ag a meaneg of increaging turnover and rate of frowth,
industrialists will hasten to set them up, with or without government
supnort.

5 croner Selection and Location of the 9ite, Size of the Emtate and

ireag of Ruildinﬂ or Ploti

There are really three factors herc - the location of the estate

within the country - the location of the gite vig-a~vis the town - the

design of the cstate in terme of its Bize and the areas offered.
The first proun »f elements ares

(o) the cigy® location in relation to national and romsilly
international markets, ttanspert routes, sources of raw
materials ani skilled lalour regources, c¢to.;

(M) that the city is one where the industrial estate is the hest
and cheapest way of ottaining suitalle “remimes, tor whatever
reasons;

(c) that there are enouph suita‘le industries to warrant constructisg

an estate of avirenriate, economical size.

Cities and towns in which these elem:nts are unfavouralle obviously
make bad choiees for industrial egtates. It ig little usme trying to use
ontates as 31 means of decontralising industry or stimulating “ackward
regions 'ecause this nlone will not induce firmes tc go there. This seems
to ¥ what havpened with the small town estates in Nouader and up to now
at Cuenca. Cazvin and Saveh in Iran have, on the contrary, proved
spontancously successful as mites for industrial parks “ecause they are the

nearegt noints to Teheran where industries may e agtablished,

The very larre num'ers of small firms and workshons in almost every
town in Turkey have Leen reveatelly noted in this study. Fven in the
rebuilt town of Gediz, with lcgs than 10,0C0 inha'itantw, the industrial
estate ham more than 50 firme on it. 14 geems a8 if an emtate can Le
started successfully, if numlers of firme arc the criierion, almomt
anyvhere in Turkey,
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Elements in the selection of the site includes

(s) asccessi'ility to the city so that ocustomers can essily reach
firms on the estatc, goods can e cconomically delivered and
latour ocan travcl casily to and from work;

() the location is sufi ciently far from tac city and mso placed °

in relation to it that it will not cause pollution nor e
enpulfed in the urban exnansion within a few ycarsy

(o) th& “hysical charact.ristics of the sitc are such that it '
does not need a great dcal of earthmoving and nreparation and

that it is suita'ly placed as regards water, power and drainage
facilitics.

It was noted carlicr that the liinietry of Industry in Turkey pays
special attcntion $0 the choice of mite in terms of vrice, technical and
environmental suitatility. It has refuscd crcdits to cooperatives which
have bought estates not mecting its critcria, which arc sometimcs st
odds with those of the potentinl estate memiers. >lements (a) and (D)

may oonflict and have to be the mul ject of comnromisec.

The design of the cstate must conform to the necds of its members and
to what is cconomically workalle. The question of optimum size is discussed
separately in Chapter VI, The only question raiscd here relate® to the

areas of ‘uildings or nlots.

It would scem as if the areas of tuildings and plots offered to small
f4irms whom it is wished to attract to an estatc should not ‘e lérioully
out of line with their sxisting nremises, even though they expeot to expand.
In most countries these little firms start in very small premises. In
many ceses thc areas they need, (or at least can cnvisase needing), to
doutle or tre»le their outputs are not so very large. If the minimum
sized Wilding or nlot on offer is disproportionatcly large , they will
probably refuse. This is pro'a’ly more a psychological question than a
purely financial one.  Thc entrepreneur cannot sce the point-of pying Herall e

spaoce which he mees as in excess of his prolalle ncedse On the Turkish

L
coonerative estates, wherc the industrialists seleot the areas of
tuildings whioh they think they will need, thc average arca is around
100 mz, the range running from avout 15 m2 for artisans to about 400 m2 °

with a very few up to 600 m2 and a rare one aliovw that size. The sige of

2
the Hlots on the Pakistan small indusiry es¢ates runs from 465 m up to
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1763 me, the average 'eins towards the lower end of the ranpc., 9ix
estates havc small workshops for artisans and it is noteworthy that,
while tt}e general ccoupancy rate on the cstates is very low, (smec
Chapter II, Ta'le 10), the very small 'uildingss arc fully occupied.

On tho ‘hwaz estate the nlots are C cach of 260 m2, 365 m" and 1,260 m2,
the tuildings occunying alout three quartcrs of the plot aream. .\t
ITarra and Tulcan dhc luildings are 520m2 and 150 m2 respectively.

Cr the Cuenca cstate plots of 2,000 m2 minimwn were discussed.

From the foregoing facts one can come %0 thce conclusion that
in dividing an emtate into Dlots one should aim at a 8i-¢ of each nlot
vhich is ncither too small to permit for hcalthy normal exransion of
workshops nor to make the plots to-~ Y“ip, thus offering space in excess -~
of the nceds of she entrepreneur. Oreater flexilility is protally
created 'y a modular system whore'y the individual lot wize is reasons':ly
small Yut oermitting thosce fimme that want larse plots to huy un a
numbor of units. 1In this casc care should ¢ takcn not %0 generatc a
situation where a largc nart of estate is .ought up 'y a few or even a
lingle’firm. This would destroy the social and economic balance of the _ '
agtate and thwart the attainments of the o' jectives for which the esdate .
was estal:l ished.

The relation tetwecen a firm's existing workshops and what it mey
te offered on a new estate may Lc¢ a significant factor and would merit
further examination.

6«  Appropriatc Support ty COovernment and other futhoritieg

The emphasis is on the word "appropriate”. If the pelicy is to

enoourage industrial estatcs, whatever may lc the oljectives, then
the incentives offered and supnort psiven by gsovernments and their
azencies, municipalitiems and financial institutions must e such es
4o meke joining an estate 'y far the most attractive pdroposition among
the various alt~rnatives, The clements in this factor scem to Lot
(a) hows correctly the o'jectives have Leen specified in the first
place and the cxtent to which thcy arc lased on adequate

study, including studies of thc most suitalle supporting
meagurcs} ‘



(v) the choice of industries pcrmittcd on the estatesy

(o) the rigidity or flexilility with which the laws are
' anplieds

(a) programmcs of teohnioal assistance, training programmes,
common facilitics, tC.}

(e) how the programme is presented to industry.

’4 Thies the surport offcred ty the SONTPI, the UM snd the French
voluntecrs secms to have “eecn necessary for the limitcd ol jectivesm.
The ostate firms are also su'sidised 'y low rontals, (20 per cent of
local commercial rates), and aided in o' taining Government contracts and

in their negotiations with the authoritiea.

The financial aid offcred in Turkey is esscntially that of very
low interest rates, coupled with long term credits, whioh make the
turden of moving to an cstate, where inevitally additional expenses in
new plant and equipment are involved, quite tolerable to firms which
are reasonably well managcde The perférmance anl credit rating of

prospeotive memhers is investigeted Lefore Government crodits arc granted.

The firms on the Ahwaz estate are heavily subsidiscd, (sce Chapter 11),
tut thd common service workshops scem to lLe quite unncocssarily large in
rolation to the number of units on the estatc, (twentyfour), so ihat
shey are greatly under-utilised and forced to scck work outside vwhich is
still insufficient. They were set up azainst thc advice of oertain UM
consultants when thc proposcd etate was under stuly. On all the Turkish
small industry cststes, central workshops and laboratories are oonsidered
%0 he of very small priority; on the I'anisa industrial estate thc
managing hoard's original proposal to incorporate workshops in the
common services was rejected from lack of intcrest hy member firms. The
Casgiantep workihom arc in thc naturc of a pilot projuot which will

eventually serve an cstate of 1,150 units.

The choice of industrics is an important factor which is dealt with
in Chapter V1,

Fiscal inccntives suoh as excmption from various impord duties,
reduced tames on revenuc or exoncration from daxes on revenue reinvestcd
have been discussed under Factor (1) above, 1t was eaid there that if
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such incentives are to be used to attract industry to industrial
estates, they must offer benefits of a type and level not offered
to firms outside., The use of fisoal incentives for this purpose
may well be questioned as they appear to produce only limitced

results.

Prom the foregoing facts one can come to the conclusion
that in dividing an estste into plots one should 2im at a size of
each plot which is neither too small tc permit for healthy normal
expansion of workshops, nor to make the plots too big, thus offer=
ing spac: in excess of the needs of the entrcpreneur. COreater
flexibility is probably created by a modular sy:tcm whereby the
individual lot size is reasonably small, but permitting those firms
thet want large “lots to buy up a number of units. In this case,
care should be taken not to gencrate a situation where a large pardy of
¥k estate is bought up by a few or even a single firm. This would
destroy the social and economic balance of the cstate and thwart
the attainments of the objectives for which the cstate was established,

7. The Duration of the Planning and Construction 'criodg

The last faotor which may have mome bearing on the succees of
an industrial estate, where industrialists are not 17°C per eent sold
on the need to participate in one, is thc period between launching
the first initiatives and the estate becoming available for
ocoupation, If this period is excessive, first enthusiasm cools
and it is diffiocult to reckindle. Those who wish %o expand make

their own arrangements. This seems to have been the case at

Cuenca, which is discussed in the Appendix,

~p——




In spite of an 11 years dclay at Gaziantep, industrialists
there secm to have maintained sore of their enthusiasm. (sec also

Appendix).

The Pakistan small industry estates seem tc have taken about
three ycars each to complote which scems a ressonable period on the
basis of the information obtsined from the different estates in the
various countries. The completcd Turkish c¢etates took periods
varying from onc to nine years with a median of '.5 ycars. .ost

of thesc estates now under construction are planncd to take m.ch less.

The factors which influence thc duration of the construction
period are multiple in Turkey. They include the time taken to get a
cooperative together to find suitable land, obtain 'iinistry approval,
which cah drag out if agreement cannot bc reached and, above all, the
performance of the consultants and contractors resnonsible for the
infrastructure and buildings. In onc case the executing agency beeame =0
exasperated with thc slowness of the contrnctory they threw him out,

engagcd their own engineer and undertook congtruction themselves,

very much quicker and at a price much low'r than that originally

quoted.

Tven in Cuba thc duration of the construction period ise relevent
in thad thc longer the pcriod the longer the services of the construction
brigade are tied up on that particular projwt.-lJ Given the scarcity of

labour and limited number of skillcd building workcrs, anothcr projeot

y A 'brigade" is a body of workers, which may number 2,CC0 to
3,00C engaged in a specific project or task.
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must e delaycd. The cost oan te reckoned in "lrigade hours" and

can ¢ inorecaged or rcduced indepcndently of thc working oapacity of
the lrigade by plann n;- errors, failures in dclivery cf raw materials
or equipment and so on. The average industrial zonc is said to take
from two to five ycars from approvel to hccoming; olvrational, inclusive

of dedailed plannins.

Tho determinants scem to he to follow carcfully the Hinistry eritcria
in makins plans, the correet choice of architucts, consultants and
contraotors and, glove all, proper supcrvigsion and menagement Ly the
Managing Board of the txccuting ‘gency. It is orolally not an accident
that onc of the largest cstatcs visited, “ydin, with 550 units, which
wag completed in lces then throc years, well Tclow the median time, was

thc only cetatc visited to have a full time dircctor.

2. CONTRIBUTIONS OF THE UM AMD BILATY /L 4LGTMCIZS

The atove is an attempt to examine the factors which determine
the wuoceas or failurc of an industrial estatc progsrammc and/or an
individual industrial cstate. Inevitable limitations in the otainins
of datc has impcded a full evaluation. Undoubtcdly there is ®ecopc for
morc study of the qucsti n sinec undoubtcdly large sums of moneyv arc
involvcd and decisions mey offcot sul'stantially the ratc of industriel

dcvelopment of a country.

In the whole of this question of industrial cstatc projects in
develoning ocountrics, the factor of international assistance is hecoming
of cver greater importance. In the small group of six countries studicd
in no loss than 4 of them, Turkcy, (Oazianten), Iran (fhwaz), Sencgal
(™ics) and in Ecuador, thc Unitcd liations, mainly UNIDO has provided
advice and assistanoc over suhstantial pertoda. The question arises as
4o what extent this assistancc has Leen effcotive. It is known also that
bilateral donors arc amsisting industrial cstates projects %0 an ever
inopeasing cxtent. This is truc of the German, Swedish, Dutoh and other
bilatoral programmes, althoush in the countrics studicd, most of the
assistance had come throush UMDP. The Yorld Bank, thc various kegional

Dovelopment Banks and the Turopcan Duvelopment Pund arc now cxpressing




morc intercst in providing Loth technical and financial assistance in the
devclopment of cstatc projcots. It is therefore of paramount importance
to evaluatc what has becn th¢ rcsult until now of the contributions madc

by outside alvisers and cxperts.

Therc have undoultedly hcen meveral cascs of very usceful positive
contrilutions ly such cxperts and advisers, Mut in the countries studied
cnc is foroed to a conclusion that much of this advicc and aid has
proved of little value.. 1In somc casce this has undoubtedly been duc to
the low quality of the experts and the adviscrs who were sometimes scnt
to carry out this work, PBut in all fairness to thc advisers and experts
conourncd, onc has to stat. that in many cases thc lack of rcal value in
thc assistancc was due to th. advice of the expert Leing igmored., In
the case of Fcuador wherc the industrial ostate programme has had little
succces until now, there is no dou't thet thc counsil of various Ul
adviscrs was ignored. Similarly, in thc casc of “hwaz, in Iran

the history of which is given ag a casc study in tho ppendix to this

document, here too t:ic exverts' advice went unhcaded.

There arc few experts in industrial estatcs and there has leen a
tendcnoy for NIDC to rcly heavily on the considerable experience of
industrial g¢states in India, which to a great cxtent Las ‘.cen & suceessful
cne. The Indian experience has made some important contritutions Loth
through Indian experts and through fellowships, ut there seems to have
been toc little effort on the p-rt of experts to =tudy local oonditicns

and meke appropriate adaptations and modifications.

In the early stages of industrial estates programmes some
governments have rclied hcavily on the United 'ations advisers, and
usually aoted upon advice which took littlc account of the differing
oonditions of the various countries, not least thc differcnt national
characters, and social and coonomic factors. In the course of the
study somc disillusionment was expressed in certain eounirics as rcgards
United Nationg and other international advisers. Therc may be need for
both United 'ations bodics and bilatcral agcencics to be more careful in the
scloction of advisrrs. Therc secms algo to be nmore need to invdlve local
personnel fully in all stages of the preparatory studies for an cstate
rrojcet, as well as in thc drawing up of plans and in the implementation

prooess.
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CONCLUSICH

The factors making for succcss in industrial eat'a;te Programmes are

lasically those making for succces in any 'usiness venture. The tricf

analysis alove sugpests that among the most influcntial arct

(1)
(2)

(3)

(4)

(5)

(6)

(n

correct aprraisal of the prollcms “ased on in-depth studies
leadins to a proocr definition of oljeetivesy

the consistent pursuit of those ol jcectives, enguring that all
the measures taken are directly relcvant to their attainment.
Chanpes in o' jectives duc to chang~:.l ¢xternal factors should
not e undertaken without adcquate study;

industrial cstatcs should only tc :stowmlished whoere cconomie
conditions, mational and local, arc provitious for their
development and where they anpeer to rcpresent an optimal
mcansg of promotin: industry. ‘ttcmuts to cetallish cetates
under othor oconditions arc likely to lead to heavy distursc~
ment of pullic moncy without commensuratc m.cnefitss

all industrial ¢statc programmcs should o adapted to the
gocial and cultural conditions in the countrics concerned.
“ttempts to transtlant prosramm.s sucecssful in other
conditiong without nropcr adaptation are likely %o fail or le
very costlys

the ideal condition is weerc industrial cetates set up
spontancously “y ¢roups of indugtrizlists who clearly sec
ther as lLeneficial and arc willing to contritute their own
finances, In these circumstances approyriate government
sunport can he cconomically civen and should be on turms 8
favoura'lc as possillc. Yhore governments decide to sponsor
individual cstatcs, they should ensurc that their oljectives
and the advantages cxpectcd to aceruc arc fully re ogniscd
Yy prospective members. Incentives offcred should clearly
Yhe more attractive than those offir.d outside the cstatcs.

in sccking to attract ncw firms tc a locality hy mcans of an
industrial cetatc, the sclection of the locality must rclatc to
thc norms of plant location in geod managcment practiccs
jnoentives to locatc ir unsuits!le regions might have to b 80O
anesonmmic to compensate for the commcrcial and other
disadvantagcs to the firm that thce funds might he hetter spont
in othcer waysj

land and buildings offercd on small firm industrial estatcs
should not bc disproportionately lar cr than those currently
ocounicd, as they mey then seem o T¢ unncocssarily costlyi
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(8) all support by pu'lic authoritics, financial or other, should
Ye dcmipncd speeifically to further the ol jectives for which
th. cstatc has Ycen set up. FExpengive oommon facilitics should
not Lc provided without an assurcd demand;

(9 an unduc lapse of tie bLetween initiating action and complution
of an cstatc can cauzc a programmc to £1il through loss of
intcrcmt. ¥n rgctic managemont and close supcrvision by dhe v
compctent authoritics at all staics is csscntiel in maintaining
sohedulcs and ensurin;: satisfactory rcsulise.

In thc discussion in this Chapter a numicr of clcments have leen U
jdentificd of which furthcr study would 'c justificds  They arc noted wherc
they ooour, It is supeestcd that spccial attention to them should be
i paid in any futurc programmc of rceearch.

.
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CHAPTER VI ‘
TENTATIVE ANSWFRS TO FURTHER KEY QUESTIONS

-

INTRODUCTION

In the last chapter the factors which may influence the success
of individual industrial estater or of a programme worc listed and
examined briefly. Thet was the most important of the four questions
which this study is designed to clarify. The remaining three aro
disoussed in turn below.

1. WHAT TYPE OF EXTERPRISES FIT INTO INDUSTRIAL ESTATES? - .

Table 16 shows firms established or about tc be established on
seledted ostatcs in four countries. Everywherc, except in Ecuador,
there is a good representation of enginecring and metalworking in-
dustries.1 On the Aydin estate, characteristic oi other estates in
Turkey, as already pointed out, a very important perceniage of the '
firme are agricultural equipment and autc repair. The Iran Report |
mantions & number of industries on the Alborz estate at Qazvin, in-
oluding motor oil, batteries, motor cycles, aluminium doors and win-
dow frames, structural stoel huilding compunents, refrigerators and
colers, porcelain bathroom products, PVC pipes, washing powder,

glucose, processed foods, spectacle frames end lenses.

The Ministry of Industry in Turkey specifically bars food pro=-
cessing and manufacture and shoomaking, as well oe rotail shops,
from the estates which they support, but this does not apply to the
large industry estctes such as lManisa. Independent estates may in-
clude any trades they wish, subject, of course, to general town
planning regulations. An cstate of 273 shoemakerc is reported at
Konya, =8 well as other independent estates composed of single trades.
In & sense this is a reversion to bazear prectice where tradcs cre

grouped by streets.

1/ Covering all forms of metalworking not including much machining such as
metal furniture making, steel section rolling, sheet metal products.
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No other govermment is known to heve restriotions on gpecific in~-
dustries, except in Eouador, where ropair estcblishments arc excluded.
There is little information on the breakdown of tradus among the 700
firms on the Karachi SITE estate. The smzll industry ostates at
Gujranwala, Sialkot and Gujrat tend to be fairly homogeneous, reflect-
ing local industries.

A commonsense approach aug'g)‘énts that the sort of indusetrics and
firms likely to obtain greatest bencfit from being on on industrial
estate would be: !

(1) in industries whcre there are large numbers in the seme
trade and in rolated and complementary trades:

(2) emall and medium sized; the larger o firm becomes, the
moye it is able to rely on its own resources, and indeed,
may find it economical to do s:, e.g., setting up its own
maintenance facilities and too!rooms, achieving economies
through bulk buying, etc. It also needs less aid in ne-
gotiating with the public authoritics;

(3) 1lobour rather than capital intcnsive;

(4) in manufacturing rather then process industrics.

(5) in general, industries not dependent on being noar sources

of raw materials.

One of the advantages of joining an estate is to obtain land
and duildings at lower costs than possible as an individual firm.
Small and medium-sizod industries can be housed in &' indard units,
generally cheaper to build thon diversified buildings. lianufacturing
iadustries can more often uso standard buildings than process in-
dustries, especially chemical manufacturc. The more capital inten-
sive a firm, the less it will benefit proportionately from being on
an industrial estate with savings in Jand and building costs. In
the formulas quoted in Chapter IV,

C;=EZ+L+P+B+1forfirms not on an estate, where E repres-
ents cost of plant and equipment.

c. =L ¢ al +b.*+ c.B+dI, where a, b, ¢, d are coefficients
modifying land, infrastructure,
building and interest charges ae
e result of joining an cstate,
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Q& % o, ¢ are norwally lses tham 1, (otherwise there would be
no financial advantage), but E remaine the same whether on an
estate or a0t, The greater E, tho less the relative advantoage of
the savings on the othor factors.

Firmg which should normally be barred from estates would
inoludet

(1) firme in basic in“ustries such as ore treatmont, smelting,
heavy chemical manufacture, which are gencrally very
capital intensive and usuelly pcllute the environment:

(2) large textile, spinning, woaving and finishing firms;

(3) eny other industries which may give out noxious fumes
or other forms of pollution, including noise pcllution,
(weaving sheds, onginc testing):

(4) firms whose products may bo seneitive to pollution, such
ag certein food or pharmaceutical products;

(5) wholesalers and retzilers, except as suppliers of spares
to inportaat trades on the estates and services to the
catate, in which case they would he treated as oommon
facilitiesy

(6) firmm using lorge areas specifically for storage. This
involves using largc arcas of land ot subsidised rates
which could be put to more productive use.

In Cuba, offensive industries arc allocnted areas seperated

from other firms in the zone, Light industry using many femaile
workers is also kept out.

2. WHAT ARE THE OPTINAL SIZES OF INTUSTRIAL ESTATES UNDER
DIFFERRNT CONDITIONS?

This is = complex question to which thore can be no precise
ond definite answor, It will depend on a number of factors, such
a8 the size and extent of the populated area from which it would
draw its labour force, the number of firms that have aced for re-
location on the estate or new ones to ho esta lished end the ex-
tent of the sorvices whioh the estate wishes to provide for its
merber firms. Thesc erc only a few of the poseible factors which
have to be taken into account in determining the optimal size of
an industrial estate.
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In the casc of a largo populated area with a large heterogeneous
colleoction of firms, a study should he made whether it is economically
and sooially desirable to establich one large estate which may mean
that the labour force would come from a ver: wide arees or two or three
emaller estates suitably located which would impoge lesg problems of
workerst travel.

The extent of the services *o be provided mcy also be a deoisive
faotor regarding sizc. The examples of Ahwaz rnd Thies show thet
oentral workshop services or advisory services camot be eoconomioally
organized if there is nct a sufficient aumber of firms on the estote
to benefit from them.

The management of the estate may also oall for a minimum number
of management and administrative staff as well as a suitable number
of workshop and laboratory technicians. This would require a suitably
large estate sc that there would be enough firms to justify the man-
power investment.,

Tho size of the estate mey be judged by the extent of apea
oovered or by the numher of factories with large industries on the
estate where there would inevitably e less firns covering a wider
area. If these faotories arc from a single sector o.g. woodworking
or metal working firms, then the possibilities of oo-operation and
the provision of common servioes appecar to he simpler than in the
oase of a large hetsrogeneous collection.

A further factor that will enter into thie decision is whether
or not standard factory buildings are to be erected and offered for
rentel or in some cases for sale. If such buildings are to be oon-
struocted the larger the cstate the cheaper thcy can be built. It is
interesting to note that the figures obtained in the studies of the
estates in the varioue countries indicate a wide variation in con-
struotion costs, both as regards the provision of infrastruoture and
the ereotion of buildings. Even in the cese of the 27 estates sup-
ported by the Ministry in Turkey that are now operational, there is

& wide variation in oosts that don't seem to correlate with any set
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of fectors. It would cppcar that construction costs are more a
rosult of efficiency and organization in construction than in the
L design of the estato.

L4 The experience in Paistan, a country in which there is a
oomparatively large number of smaller industricl entates, seems
to show that a lerge numier of estates spread out, achieve a
lower level of occupanov and that it tekes longor to fill them
with firms. This has led the Government of tho Sind Provinoce in
Paistan to establish mini-estcotes of akout two hectarcs which cen
. he met up in the mmaller towns and where it is hoped the occupancy
V rate will be higher. Such smaller cetatcs ray have advantages in
that they can providec facilities for very small artisan types of
firms end can Lo located near sparsely populated arecas or small
towns. Thero is no reason why such nini-estates cannot in fact
Le the first phasc of larger estates should the demand for factory
e, space grow. On the other hand the expericice in Ecucdor hes shown
“ that & large nwibor of smeller estatees spread out all over the '
country have been ineffective in dcveloping industriocs in the
different provincial towns. Tho answer agoin seoms to lie in
undortaking suitahle studies before locoting the estates and pro-
viding incentivos soc that estates are part of ag overall plan of
industrial developmont.
The sample studied was too small 4o provide the hasis for a
full detailed analysis of all the factors involved.

3. IN WHAT CIRCUMSTANCES HAVE INVESTMEIMS IN INDUSTRIAL
ESTATES PROVED JUSTIFTABLE?
The short enswer is surely: "Wherever the ohjectives aimed
at in setting up the esiato have been achieved with an input,

] financial or othor, lees than would have heen necded hy ay other
means." Tn effoct, the lLenefitas, tangible and intangiblo must
Justify allocating rescurces tc an industrial ostate which could
have been used effectively for other purpuses or in another way.
This camnot apply in Cuha,
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It would therefi.re scom that tlo circuastances in which invest-
ment in industrial ast-otee arc jusiificd would be, inter alias
(1) where they are »n effcctive means of developing entrepre-

neurs and industries ot a vory carly stage of indusiria-
lization, (Thics): .

(2) =28 a meane of zccelerating industrial development and
creating employment under emersency conditions, (Karachi
SITE estate, 174.):

(3) where they permit firme to oxpand their produotion and
incroase enpleyment by providing imore spacious premises
at lower cost than poesible clsowhere, (Turkish SSI
estotes);

(4) where they permit industry to bo removed from oongested
urban areae =nd these areas to he redeveloped, either at
a financial profit or to provide additional amecnities to
the city's population, (varicus cities in Turkey);

(5) where they succeed in attroacting new industries, inclu-
ding foreign or joint-venture firms, which would not
othorwise have come to the region or locality, (Maniea).

In none of tiwe cases noted above does the investment scom ex-

oessive in terms of the rcsults obtained. The (Government investmont
at Thies is very modest, cven though there is a continuing outlay
in runaning and sorvicing the estate =nd the firms. The investment
of $§ 6,770,500 to establish 700 firms at Karachi worls out at omly
$ 9,672 per firm or about $§ 240 per employee, (cstimated): (See
Chapter II).

At the other end of the spoctrum are Cuonca and Alwaz. Accor-
ding to thc manager of the cstate company, about $ 1,461,500 has
so far been invested at Cuenca without o single firm having entered
the estate. A total of § 3,655,000 has heen invested in developing
Ahwaz, (oombined Government snd UN funds) to set up facilities for

15 companies and a maxinmum of 500 jobs, if the officicl estimates

are accepted. Furthermore, the firms on the estate are not those

for which it wes originally iatended.

Too little has been found out in the present studies about the
altemzative cosets of estzblishing similer fucilitics. This ehould
certainly be donc if this question is tc have o neanning.ul answer.
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CONCLUSION

The abovc discussion shows that much more ncede to be !mown
before those questions can Le answered with any dogree of certeinty.

It doea not mecm necessary to write any gencral conclucsions
to this Report, because the conclusions on the sudjects covored
havo, for the mcst part, been either incorporated in the various
chapters or doalt with as attonpts to aaswer the key questions in
this and the precocing chapter. Some of the reports providing the
besic material are more complcte than others. All of them have
some omissione which have only oome¢ to light as this Report has
been compilcd. In any future studies these omicsions oan beo recti-
fied and & much riore structured schemo -f rosearch can be prepared
whioh should throw light on points at prescat ~bacure.
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APPENDIX |

WHAT WEWT WRONG?

Three Caser
1, ECUADOR - CUZMCA INMUJSTRIAL ESTME

Everyone involved directly in the carly deye of the Cuenca pro=
ject has now moved clsewhero, so that most of the information is
from UN reports and interviews with the manager of the Cuonce In-
dustrial Estatc Company aid othere in the city. This meakes tho
historical data rathor uncertain.

A rough outline of the Cuenca industriel cstatc project existed
in 1964, when it was brought %o the atiention of o United MNations mie-
sion. At this stoge the rogional developrment sgency, CREA, was con-
sidoring a programme to provide more efficient working premises for
o fou oxisting co-oporatives of artiecns. Thoe Ull mission advimed ; '
that the prnject should embody the promotion of new small-scale

enterpriscs rather then rehouse existing one:s.

A second Ull export reconmended Cuenca as the most promising
sito for a demonstration industrial estate and outlined the poseibi-
lity of financial assistance from tho UNDP, (then the Special Pund).
By this time 41 hectares of land hed heen ocquired; this wes latoer
increasod to 67 hectares.

In April, 1965, CENIES produced o project envisaging the deve-
lopment of five hectares and the crection of six standard factories.
An egreemont hed been rcached betweon CENDES and CREA, rotified by
the Ministry of Development, wherely the five hectaras would be de-
voted exclusively to the development of small industries and artisons.
The Ministry would grent 175,000 sucres fcr huilding three facicries
and 25,000 sucres for infrestructure costs. Imuodiately thereafter,
an inter-organisational cormittoe, assisted by a UN official, pre-—
pared an official roquest to the UN Special Pund. This involved the

o M PR & e p L T g Tl A BARINE el S G e ot el : o L I
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improvement of 10 lecctares and constructiocn of 30 factories within
five years witi. common service facilitior., An aren for industries
of 211 sizes and two demonstration planis for processing local raw

moterials were included.
Major emphasis weas placed cn:
(a) the philusophy of dccentralisation, then being pursued by

the Government;

(b) taking advantage of spccial resources in labour and ma-
toriala thon avellabie in the rogivn; (kaolin and Tclspar,
among othes) -

(o) capitzlising on legr! and fiscrl incentives available
locally;

(4) making uze of the prospects of industrinl inwvestuent,
then judged tc he good;

(e) fostering tiic growth of umall scale industry to broadea

the bage of local employnent.

At this pcint the Government scems to have admitted to diffi-
cultiee in meeting proposed counterpart oblisetions. A miesion
from the Specizl Fund studied the request very closely and rojected
the project on the grounds of insufficleat industrial potoniial at
Cuonca, while agrecing »a the nced for technical co-operation. A
Govornment request led to the assigament of a UN expert for three
monthe in 1)6", four years after the initial proposals. Ia spite
of the smetbacis, regional cathusiasm ond confidence remcined high,
but supp rt from CEITDS became half-hcorted and the competent

Miinistry secms t¢ hove turaed itc ottention elseulicre.

The Developmont of the Sitc

The eite ¢f 41 hectures was acquired for 1,550,000 sucres,
(3 71,150 at the present exchense rate), It is accessible, noar a
main highwey and two l-ilometres awey from the city centre. It is
not whelly sotisfectory, eomc areas have o high water table. By

1265 an edjacent 1ot wus occunied by threc large factories, later

joined uy two more, one, the municipoal slaughterhouse.

3
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Plans were drawn up by loosnl enginecers, but the Ul expert
. oritioised them as wasting spacc. Affer intensive studics he re-
' comrended substantial changes tc enlarge the ~rea avoilable for
M production Huildings, ut the fiaal compromisc nllowed only a
very amrll incroose. B 1560 o fund of 400,000 sucres had been
enstablished by the idnistry of Development but ne otaer Govern-
| mont noncy waa mude available. "lNo full time manager of the catate
had been appointed,

Puarther U Recomiendntions

Anothior UIT expert was soat out to exomine tho industrial
ogtates progremmc as part of o larger industrial projoct in 1972,
He sxanined 211 tho industrial estate projects in the country
: poocording to 12 critoria and awnarded the higlicst marke to Cuenoa,
: where he then concentrated his nain effsrt. His rccommendation
.i was cocopted by tha coupetent authoriiies. A Teasibility study,
_ whicli he carried out as basig for a five year progremnc, coincluded '
e that the ostatc should be dovoted basically to emall industries. .
’ 17 hootares shcould be developed initially with provision for
26 buildings for which domand hnd been cstablisheds 10 basic com-
mon sorviccs should bo established including advisory services,
plant mointonanoce chop and cuelity coatrol facilities. Plots and
buildings would be renied for the first five years and then pur-
ochasod over the next 15 yoar=. Rentels would be subsidized. A

compony would he organized t.: owm and admini ster the estato.

The foasibility study, comploted in 107> with the aid of the
experi, envisegod the enployment of 600 poople with a direot publie
investment of 32,000,000 sucres, (& 1,231,000) end o furiher

: $1 millicn by industry. This would have worlked out st about
;@ $ 2,700 per job.

o e
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m present Situation

In November, 1975, when the cstato wos visited for this study,
the following, had beon inplemen’-d:

-~ a helding and moanaging compeay had heon establishod; y
=~ 17 hectares of land had “oen provided with the nccessary

infrastructure;
-~ one show building of the opon-sided, metal type on light /‘

lattice girdors, common in Ecuador, hed been orected.

Barly in Novenmber the estato was formally opened by the Prosident
of the Republic with sccomponying natica-wide publicity.

On other points pclicy seems to heve chaiged. No central
sorvices havo been set up, nor cre they cnvisaged. The plets into PUNN
whioh the ostato is divided now seem to be about 2,000 m2, muoch tco
large for most small firms. IMirms moving on to the estate may
rent, rent and buy after three yoers, or buy at once. It is not
oleer whether they are required to erect thoir own buildings,
whioch would be a further departure from the 1973 reconmendations.
The estate company will accopt only manufacturing industry from ”
firms outside the city, foreign or now and firme in the city whose
premisos will not permit expansion and which are planning tc ex-
pand. However, the impression was gained that the present manager
was only really interested in attracting forcign {irms - delegations
from Burope and Japan have visited Cuenca and tho esiate has been
advertised in Businoss Weck. The Presidont of the Cucnca Small In-
dustries Assooiction said categorically that in spite of 10 re-
quests from locel mmall firms for places on the estate, one of
which hae been trying for yoars, the company seems quite uninte-
rested. Smpll firms applying are required to subnit feasibility
studies, financial analyscs, sales analyses and the 1litc, whioh
has discouragoed most firme. The President said that he felt that
Cuenca was still toco isclated, in spite of the huilding of the
Pen~Ameriocan Highway, recently completed, and could see no reason
why outside firms should comoe there. Only cne or iwo outside '
firms seem to be interested; a Swiss-backed watchmaking firm at
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present establishod locally tliioch wante tu oxpand on i< tho emtate
is faced with obstacles in its offorts to do ao,

mp cousog of the Proulen

Soume of the recsons for .he long lag in development seem to bey

(1) In 1904 the idea wes premature. Cucnca was then quite imo-
lated from the mein populetion cenires. Locnl and even
national martcts “efore the il boom wore very small,
Conditions in the city for small industrinli £t5 wore not
bad and they could see 1ittle puint in moving io more
oxpensive premiscs while tliere werc few chaices of ex-
pansion.

(2) In-depth studics of the various fact rs involved, espo- _—
cialiy tlc sccio=cultural ones, vere inadecuaie.

(3) The objectives chaiiged several times '-ithout any very
convincing reas.as,

(4) There scems to have heen a loss of interest oa tho papt .
of all the authcrities between ahout 165 aad 1373. The
gite had been acquired hut noshing further was done.

(5) The emphasiz on "manufncturing? industrv, alsc part of
National Government prlicy, to the exclusion of repair '
shaps, cto., norrows tle ficld cxcoseively and inhibits
firms whioch might later go into manufacturing. In Cuenca itmelf
one of the most suocessful firms started as an auto repair shop
and now employs 80 workers making a wide range of heavy machinery,
much of it for the ecnmtruction industry and has an invcstment
of * 2 million, The policy neede re-thinking.

(6) The minimun plot sizg <hould be reduced, if, as is under—
stood, it is 2,000 m“. The mininum cost at 140 sucres,
($ 5.4) per 12 ic 8 10,800, cxcessive for - small Tirm
which then ics t¢ find the meagy for the huilding at a
minimum of aine per cent.

(1) The delsy in having ~aything ot all to offer, (10 years),
must certainly have discouraged many firme which have
now buili elsewhere, It wne atated thoat "amall entrepro-
aeurs wero now very sceptical® about the estate.

() It may Le that in Bcuadorian conditions G .vernment spon-
sored estates arc o mistake., The first viable estatos
seem lilrely to Le the wood-workers' esiate at Quito, the
Peguiche estatc at Otovalc snd the private estates at
Ouayacuil.
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. (C) e UN, (lator UNIDO), advice and aesistance, whioh has ~ ‘
been quite extontive over the yoars, socems to have been
ineffactive./ The last UNIDO expert war spoken of dige
pareginzly by several national officialc, The staff of
CRNDES still feel the necd for assistance on industrial
estates, but they arc wary of further oxperts, Only one ¥ )
) of the UN experts' renorts snows an awareness of
Bouadorian coaditions and the need to tnkc them intc
aocount,

B R
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Y/ Thove s alec some US-AID and Pence Corpe aid, ut nothing is
kmowm ahout this.
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2, ILAT - AHWAZ INDUSTRIAL ESTATE

The Ahwaz Industria’ Estate was set up =s the result of a U{
feasibiiity study in 1)62. This study was concerned tu identify
e'ternative sites T)r a de:onstration or mnde! estate to help me-
dernize small-scale industries in Iran. Ahwaz, in Khuzestan éfato,
(see Figure 1), was chosen from 17 examined. It has good road and
rail connections, is close to a major seaport, can draw water and
power from the Pahlavi Dam, has adequate supplies of skilled labour
and had "an excellent industrial atmosphere".

Only two local raw materials were identified - bagasse and
natural gas - both waste products of local industries. The UN team -
provided a long list of products suitable for small-scale units,
all needing materiale either imported from abroad or from elsewhere
in Iran. They recommended that the estate be developed in three
stages, the first two developing about 46,500 m2 at each stage, in-
cluding the construction of factories covering £,50C m2 and
15,520 m2 respectively. The third stage involved developing a
further 93,000 m2, to be filled partially by Government built fac-
tories and partly by those built by the firms themselves. The
estate was expected to emnloy about 3,000 worliers when completed,
a8 compared with 2,371 workers employed in all the industrial units
in Ahwaz in 1356 out of a population of 210,000. Total outlay
planned was $ 4.43 million, which would have given a cost per job
of § 1,476. Once established, rente were expected to cover all
running costs. Central wor':shops, if established, should be left
to private enterprise.

Work on the estate began in 1963, The only reccmmendation of
the UN experts accepted in the end was that the estate should be
at Ahwaz. The five vear delay between the feasibility report and
stariing in production was partly due to difficulties in recruit-
ing a UN technical co-operation team for a project of aid approved
by the Govermment and the UN in 13763. The project document was
signed in 1965 and the pro ject manager came on to his post, but
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there were serious delay: in recruiting experts thereafter. The
second cause cf delay was due to defaults and defects on the part
of the building contractors, which continued ti1l 1969. Contracts
for all the firms were signed in 1371,

Bl lﬂﬂ' SEQ Coats

The estate consists of 24 units, eight each with plot sizes
of 260 m%, 472 m°> and 1,260 m° respectively. Standard factories
on the two smaller sized plots are 138 n:2 and 365 m2 respectively.
The total factory space is now 13,272 m2. The estate has three
central workshops, (machine shop, foundry and electroplating shop),
guest house, adminietration building, including a post office,
bank, conference room and showroom. There are also a gatehouse,
pump house and co-operative shop.

Costs of establishing the estate are detailed in Chapter 11
and need not be repeated. The total cost was $§ 2,655,000 of
Government money and about $ 1 million of UN contribution. The
overall cost of factory space im thus $§ 273 per square metre. Of
the total cost about $ 655,000 ie taken up by the workshops, ad-
ministration building, guesthouse and "miscellaneous charges",

spt of the Estate

A resident manager appointed by 0SSI and a staff of 8) are
responsible for the day to day running of the estate. The nanage-
ment undertakes negotiations with the national authorities on be-
Ralf of member firms, covering, amung other things, raw mzterial
permits. Ahwaz is furded by the central Govermment. In 1974-T5
it had an operating deficit of § 312,740 after deducting revenue
from rents, the guest house and the workshops.

Nesbey Firms

15 firme rent 22 of the 24 units: five firms account for
12 units. Two firms are managed by the estate staff for absentee
owners and two large units ere ocoup.rd Ly © warehouse. A list
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of the industrios is given in Table 17. Figures emnployed are in
dispute: official figures arc 500, a UN survey says 207. The 0SSI
believes most workers do two jcbs on the eatate, one of which is
not reported to avoid complications with social insurance. On the
official figures, investment per job is $ 7,330, on the UN figures
it ie § 17,705. Either way it seems expensive., The firms are
larger than the average for the country and the province, contrary
to the aims of tre estate. The difficulty o7 interesting local
spall firme led the administrators to accept any firms willing to
come, Many came from Teheran after the bai on induetry within
120 kilometres.

One factor discouraging small firms has heen the credit : -
aystem, which demands vwned assets, such as buildings, &s collateral.
A recent 0SSI scheme to support small firms without this require-
ment is availeble only to firms on the estate, (and presumably not
to firms trying to enter the estate, although this is not explicit-
ly stated). The rcason for the establishment of a number of
Tehoran based firms at Ahwaz has been noted abovej a third reason
for the reluctance of local amall firms is the common one that
they do not waat to leave the downtown bazaar area to relocate on
an estate 4.5 kilometres away fr m customers, suppliers, workers

housing and adequate pul:lic transport.

The estate has thus contributed little to employment and
there has been spin-off in irproved amenities to the local community.
The Government has recently allotted 27 million rials, ($ 400,000)
for a social amenitics complex, but this will be available only to

the comparatively few workers on the estzte.

m Contral Work shops

The oentral workshops were set up ageinst UN advice and were
denigned and incorporated in the plans befors any of the firms
arrived, thim, without any knowledge of the nature and scele of
services which would bte required. The UN supplied machinery and
advisers, but both were delayed and the workshops hecame operational

'
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only in 1971. The original ohjectives of bveing central facili-
ties and a demoastration unit for small firms have not heen achieved.
In mid-1)75, the aloctro-pleting shop, foundry and pattern shop,
(14 workers), were worlzing well below capacity due to lack of orders
and raw material. The machine shop, with 12 machines, has only two
operators. Somo training has been done in the workshops fcr
trainees from outside the estate. The die-making and drop forging

gections were not operating ond there wase 1ittle welding.

The workshops have 2 reputation for high cost, poor quality

and late delivery., ost of the income received is from outside.

The defects may be summarized as due to poor manngement, lack of

complementarity with firms on the estate, poor pay of workers and

inadequate financing of operations.

ﬂortcomimu and gonstrainta

The consultant maliing the Iran study attributed the svoidable
shortcomings at Ahwaz toi

- lack of coordination with local industrinlists in planning
estatc facilities:

poor location of the site in Iren and vis=-a-vis Ahwaz town;

- weak coordination between Government depoartments;

i{1effective technical asr etance from the U~ team;

- poor local management.

The top management of the 0SS are awarc that the estate has
fallen far short of the origincl expectotions, but the organization

has been forced to work under certain constraints in both tho past

and present.

(1) 088I is not a free agent in chooging locations for its
industrial parks: the decisions are taken by the Govern=-
ment on grounde of regional policies, regardless of the
aconomios.

(2) 1Industrial estatce have been, and to some extent still
are, & relatively small component in Iranian industrial
polioy and not necessarily in line with the main thrust
of that policy.




(3) 08SI must wort within the existing institutional frameworl
for industiry, for example, cs regards credits, rather
tham press for reforms which would malte the Ahwaz mothod
of operation essier.

(4) Account must be taken of the tendency to over-staff,

(8C on the estato staff at Ahwaz), and wnderpay in
Governmant ngencies.

All thewe constraints are operating at Ahwaz, but policies and
plans for future estates are taking Ahwaz cxperience into acoount
ia am attempt to produce a more realistic and viable programme,

*
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3. TURKEY - THE GAZIANTEP INIUSTRIAL ESTATESl/

Gazientep is a city of ncarly 300,000 inhcbitants situsted
near the Syrian frontier in Sou*h-Eastern Anatoliz. (See Pigure €).
It is considered a backward nrea. The cily has o~ high reputation
as a ceatre of very s':illcd metnlworkers and auto repairers and is
seid to cont=in more thon 5,000 sw~ll industries and artisan shops.
Conditione in the quarters of the town where these are located are
very congestcd. This is partly duc to the fact that an industrial
quarter originzlly set up outside the town has now been swellowed

into the urben zone by the town’s rapid growth.

In 1965 a co-operative of smell industrialists, mainly auto
repairers, was founded in order tc set up an industrizl estate of
1,100 units outside the town. The linistry of Iadustry and Techno-
logy decided to usa this cstate as a pilot project for a smoll in-
dustry developmont centre to provide extension services to firms
on the estate in the form of workshops, iaborateries for quality
oontrol of raw materials and products, treining courses snd ad-—
vigory mervices. The Unitcd Nations Comrittee for Industrial De-

velopment, predeccssor of UNILO, was approached ~nd 2 project ap=

L 2

proved by the Covernment in June 1965. It was, howevér, nol approved by

thc UM Spaciud’ Pund Governing Council till Jnnc 1963, for reasons which
are not known, possibly hecaume the (overnment dia rot consider it as

high priority as sonc rival elaimantas for UM aid. The Plan of Nperatio
was signed in June 197C.
An advaince allocation ennbled the UN project manager to be in

post in 1969, but nothing seems to have happennd between 1765 and
1969, epart from the purchase of the land. Action was suspended

pending the approval of the UN component of the project.

Petwoen 1967 and 1776 there were four ieaders of the UN team,
only two of whom were fully fledged project managers. The
longest individucl stay was three and a half years.

]/ As in the case of Cuenca, almost everyone connected with the early days
of the estatec has gone elmewhers, which mekes historical data difficult
2 ] verify.

n




The Modsl Estato

An a result of early difficultiee on the part of members of the
Co—~operative in raising funde, in 1)71 tho linistry decided to pro-
vide the monoy tc construct 50 factoriee of G500 m2 each to form a
"Model Estate". Unlike the Co-operative Estate, which occupics,
with the administration and central facilities buildinge, most of
the 200 hect~res purchased, firme on the Hodel Estate might rent
the buildings at very low rentels or purchase them on special terms,
but must be manufacturing industries in the narrow scnse of the
term and might includo ney {irms. These firms are selccted by a
committee composed cf representatives of the linistry and of the
industrial associations under the chairmanship of the Under-Secrotary. —
There have been nearly fifty eppiicaiions for places, but the pro-
cess of selaction, haszed on feasibility studizs made bv the staff
of the Small Industries Development Centre, ic very slow. Only
15 firms had beon ohoscn up to Novenber 1975; at this rate it

oould take about mix ycars to fill thuo remaining places.

Copstruction of tho Estates

T+ was decided by tho linistry that the buildings should bo
made of prefabricated concrete unite, a technology not previously
used in Turkey. Tenders were rcceived from 1€ firme of building
contractors and in July 1972, a contract wes awarded to 2 large
firm in Eskischir. Completion of the buildings on the Model Estate
was stipulated for July. 1974, The saae contrcctor was engaged
for the Co-operative HEstate.

The coutractor failed completely to mcet his deadline and
early in 1975, when the first oross members for the roo'fs were
set on the pillars, they proved to be too heavy and the pillars
collepsed. In November, 1075, when the estate was visited in
connection with thic study, a sumber of reinforced pillars hed

becn erocted and the first redesigned roof members were in place.
It seems unlikely thet any buildinge on the Nodel Estate will be
roady much bofore mid-1976 and the Co-operative Estate is even
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further bohind. The infrastructure is more Cr less complete, X~
cept for the electricity oupply, which at present only serves the
adminis ration and ceatrel work a0ps. The roads i .ve to be ter-

macked.

The Smell Industrics Development Contre, (XUSGEM)

The buildings of the Centro were taken over incomplete at the
end of 1973. It had previously been housed in rented buildings in
the city. They comprise offices for the cstate administration and
the Centre staff, meeiting and training rooms, a toolroom equipped
with precision mechine tools, forging shop, heat trentment shop
and metallurgical, foundry sand ond chamioal laboratorics. MNost
of the machines and equipment have boen supplied by UNIDO as part
of the technical cu-operation project. Totnl expenditure to date,
UN and Government, on equiprent is ahout $ # 3,600, The cost of
the centrel buildings is ostimnted at about $ 334,000, but they
are not yet complete. At the time of tho consultant's visit, the
laboratories were out of action because the concrete around the

roof lights had begun to fall in, letting in the rain.

The Centre is staffed with engineers, chemists, economists,
finance and marteting specialists. They have hcen assisted over
the las’ five years by 2 team o UNIDO oxperts. . ong their most
important ourrent duties are the feasibility stiudies oonnected
with firms applying to join the lodel Estate. In the continuing
absence of any firms actually on either estate, tne Centre staff
and their UN counterparts have ‘een providing extension services
to members of th: Co-operative at their city premises and to some
othor firms. Training programmcs have alsc been devcloped over &
wide renge of subjocts, “technical and menagerial. In the 12 months
to March 1775, 225 enirepreneurs attended courses, some of which oy
are over-subscribed. The extunsion and training activities have
ac_hieved e. wide degree of acceptance among small industrialists. "
This augurs well for the time whoen the firms are finally located
on the estate. The succese of KUSGI! has 1cd the Government to
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set up a National Smell Industriee Development Centre in Ankare
with UNIDO aid, to serve the country as 3 whcle,

There have Leen serious staffing prcblems, particularly among
the professionals. Gaziantep ie considered by many to he the
"hackwoodse'" from the pcint of view of amenities and oultural life.
Qualified staff from other parts of the country need special in=-
duoements to go there. By February 1375 they felt that the ori-
ginal financial adventages had been eroded by inflstion, (19 per
cent per annum), but thev received no corpensatory rises, Both
the professional staff anc the worers in the shups went on strike.
The professionals were forced to return by a court order in
April 1375, but the workers stayed ou*t till June. This has left
the professional s:aff Litter and there will certainly be more
people leaving. The stril:e rendered the work of the UNIDO teanm,
then in its last year, more or less ineffectiive as regards aid to
the Centre.

ost of the Estatea to Date

It is very difficult to obtain a reliable picture of the
financial provisions and the costs of the two eptates and the
central facilities. [he bvest available dat. give the following
totalss

Turi<ish Provisions and Expenditure -

Goverament and Co-operative $ 16,334,400
UN Expenditure 3 1.0[2.1?4
Total $ 17,407,715

Of this, about § 5 nillion of Government end Co-~opcrative
money meems to have been spent so far on land eand infrasiructure
ead the central facilities, and an un-no'm sum on progress payments
to the building contractors. In additiion, the whole UN contrihution
has been spent, totalling at least § 6 million over 10 years withcut
s eingle production building being completeds On the credit side cf
the balence sheet, it rust he said that the Small Industries Deve-
lopment Centre Las proved itself and may be the precursor of a
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national service offering verr great returns in the long run.

m gaui °s of the Delaye

After reading the various UN reprrts ~nd discuesing the pro-
gress of the éstates .rith both national and UN personnel, none of ‘
whom has been present during the wihole psriod of the pro ject, the
following picture emerges, ,

(1) The approval of the Ui project hv the Special Fund
Governing Cruncil took three yeara. The Governient,
having intervened in 1)65 in ‘he original action of the
Co-operative, seems to hrve done nothing further until
the arrival of the first UN prciject .anager in 1969. The
Ministry seems to have felt unnule to proceed without
sxpert guidance, since there was no previous experience
of estates of this size, Had the Governnmeit not intere
vened in the way they did a! this time, the Co-operative
Eatate might well have gone ahead nerrally, albeit on a
ratiier smaller scale or by stages, since not all the ' .
members seem 1o have had 211 the funds necessary.

St
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(2) Given the financial problems of some of the Co-operative
members, the industry associations involved should, per—
haps, have insisted on stricter financial qualifications _ '
and aimed for a smaller estate,

(3) The cardinal mistare seems to have beex the Governient
decision to use pre-fabricated buildings of a tvpe new
to Turkey for the Model Estate in its egtirety and for
the Co-operative Eetate. No controctor in Purkey had
eny experience of such buildings, wherea: many thousands
of standard hildings such as may be found on other
estates had already been crected and proved. The new
and untried technicue should have been tested on a very
limi ted nunber of uildings in the first place until the
problems had been overcome and provieion mede to con-
struct other buildings of normal standard units.

(4) In general there seems to havo heen 1lag': of adequate
supervigion of the contrector and poor planning. The
whole eatnie hem been laid out and seems to be tackled
as » gingle cperation. Its conatruction by stages, par—
ticularly the very large Co-operaiive Estate, would

have pormitted thic building probleis to he better cone ,
trolled, to lLave allowed = switch to standard buildiangs

. and, ~t the same time, eanalled sons of the member firme \
of the Co-operative to have talen up their places. Pro- ‘!
gressive entry hns been satisfactorily achieved on seve=

ral other large cetates and is sometimes 2 convenionce to
the firms conceraed.
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The UNIDO cxpert in induetrial ostates was in post from
1370 to 1972, In the Fiaal Report of tle project moncger
in post duriag this period it ie stated that "he designed
the buildings of KUSBEN and factory units on the astate!.
If tiiiy is so, he rust tnlie a heavy respensibility for the
subsoquent failure of the designs and for not having
taken action to procure expert assirctance to the contractor
in the new technicue. However, the recent roof collepscs
in the central buildings suggest that some very poor
quality control was inwolved, This nust fall on the
shoulders of both the contractor and the Government super-
visor,

Although it does not affect the building problems and the
most recent grcup of Ul experte scems guiacrally to have
givon satisfaction on tie technical level, therc were in
the past uwauy problems within thc UN tcam and the Turkish
authorities bYecame vory disencianted. Operating a team
comnosed o experts of various nationalities is not easy
at the best of times. The rather isclaicd situation at
Gosisntep, difficulties of integrating into local life,
(the vory big differencce in remunerc'ion letween UN staff
and nationals often inhibit rmech social mixing), lack of
eatertainments must have forced fmilies tugether to an
extent which is bound to impose elrains and strossaes.
8ingle experts wore little better off. The fact that
they had to work throughout the project without the ostate
sver Leing cperational certainly did not help.
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