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THE ROLE OF INDUSTRIAL ZONES, AREAS AND NUCLEI IN DEVELOPMENT POLICIES AND
; PROGRAMMES WITH SPECIAL REFERENCE TO THE PRCMOTION OF
SMALL-SCALE INI  IES: THE EXPERIENCE OF ITALY

I. INDUSTRIAL ZONES AND GENERAL ECONCMIC DEVELOPMENT POLICIES
IN THE MSZZOGIORNO

A comprebensive policy for the establishment of industrial zones !'-/ in
Italy is of recent origin. Up to a few years ago, the establishment of
industrial zones was not so much the outccme of general development program-
mes but ratber the result of local initiatives and efforts. The circumstances
€iving rise to industrial zones were very varied. They included action by
groups of private industrialists interested in the development of certain
localities, the need to prevent local econcmic crises due to the decrease
in certain resources and in traditional productive activities, the influence
of local political leaders, and other considerations.

1/ The term "industrial zone" is used in Italy to designate a tract of
land improved for industrial use. The 1957 Law contemplates the
possibility of providing industrial buildings to be sold or rented
to the industrialists - which, in the terminology used by the
United Nations, would make the zone an "industrial estate" - but,
a8 will be seen later, no such facilities have yet been provided in
suy zome. It will also be seen that "areas of industrial develop-
ment” and "industrial nuclei” which are, respectively, large and
szall territories where industrialization is to be promoted, have
recently been established. Since no industrial estates Providing
factories and services exist in Italy, the present report refers
to zones, areas and nuclei as defined and described in the text.

[fditor's notg/

This paper has been prepared by Mr. Claudio Alhafque, Economic Adviser,
Istituto per 1'Assistenza .llo Sviluppo del Mezzogiorno, Rome, Italy.

The opinions expressed in this paper are those of the author and do not
Decessarily reflect the views of the United Nations Secretariat. The paper
cannot be reproduced wvithout permission from the United Nations Secretariat.
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It was in 1950 that the State adopted a ccmprehensive policy for the
depressed region of the Mezzogiorno (Southern Italy) and, as an organism
for carrying out that policy, set up the "cassa per il Mezzogiorno" -2-
It was only seven years later, im 1957, with the Law No. 654 of 29 July,
that encouragement was given to the establishment of industrial zones
as part of this policy. The law stated that "in order to favour new indus-
trial ipitiatives to be concentrated in a given zone, the Ccmmunes, Provinces,
Chambers of Commerce, Industry and Agriculture, and other intereated bodies
can form Consortia with the object of carrying out, developing and managing,
works for equipping the zone, such as rcad and rail connexions, water and
energy supply for industrial use, light and sewage. The Consortium can
undertake any initiative considered useful for the industrial development of
the zone." The law made special provisions for the expropriation of tbe land
required, for carrying out the above-mentioned infra-structure works, for
contributione which the Cassa was authorized to make for this purpose, and
other relevant matters.

The actual results of these measures will be examined later. It is
of interest to note here that, as from the prcmulgation of the law, the
industrial zonmes and the consortia which were set up tc administer them
became a part of a co-ordinated policy for the development of the country.
This came about at the same time as it was being realized that the probles
of the Mezzogiorno should not be considered as special to that part of Italy
but, because of the dimensions of the territory and the population involved,
ag of interest to the life of the country as a whole.

Amongst the numerous objectives that a policy for the establishment of
industrial zones can have, those of the Italian policy, especially as regards
the development of the Mezzogiorno are the following:

?-/ Special ageacy created for financing and coordinstion of special allo-
cations for the development of southern Italy. Founded by Law No.6ké
of 10 August 1950, its duration was extended, by a special law No. T17
of 26 June 1965, to the end of 1980.
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(a) The concentration of expenses fov infra-structwe. It is considered
that, in order to cieate a favourable cnvircnment for industirial initiatives
to be undertaken in tie Mezzogiorno by local operators, by entreprencurs
fiom central and northern Italy or by foreigners, some basi. infra-structures
= such as ccmmunications, water, ligni,pover, drainage - should be made availa-
ble. S:nce these could not be provided over the whole region of the Mezzog.orno,
the creation of zoaes, suitably equ.pped, would .nsure a concentration of
infra-structure investments at some key points. This would prevent a barmful
dispersion of existing financial resources and would stimulate and facilitate
new productive in.tiat.ves.

(b) In turn, the concentration of industrisl initiatives would help the
integration of various enterprises, particularly between large basic industries
and small-scale aud medium-sized inuustries dependent upon them. Thus an
impulsion woulu be given which woulu start s spontanecus process of industria-
lization, & development which would not bhave occur-ed if the same initiatives
had been spiread more or less baphazardly over such a large territory.

(c) 7Fioally, the particular type of arganisa called upon to manage the
industrial tones of the Messogiorno - that is, the consortia which are suto-
nomous public bodies working in l.sison with local authorities such as
ccmaunes and provinces - would gradually stimulate the local suthorities
to improve the.r orgenisat.on, to operate .n e responsible and co-ordinated
manner, and above all to do things for themselves. This vould veaken that
mentality of inaction, of waiting passively until the central authorities

proffir paternalistic benefits, which is so common 1h the local environment cf
almost all developing countri~s, not excluding the Italian Mezzogiorno, and is
80 harmful tu econcmic and social progress.

It is bardly necessary to mention that industrisl tmes are not the omly
incentive for the establishment of industries in the Meszogiorno. As will
b Bevi an the noxt sect.on, all kindz ol ficapcial, fiscal, custums and’
Other advantages are also made available.
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II. INFRA-STRUCTURL DuVeELOPMuNT VLRSUS FIJANCIAL AND FIGCAL INCuNTAVES

The idea of setting up a 1etwork of industrial zones in the Mezzogiorno
as an instrument of industrialization has not been looked upon favourably by
all those interested in the problem in Italy.

Many answers have been given to the basic question: "What is the best
policy to follow for helping and encouraging new industrial initiatives in
the Mezzogiorno ?" As in other countries faced with the same problem, various
tendencies have emerged. The following are the two fundamenta. conflicting
opinions:

1. A flow of industrial initiatives into any given geographical area
is not haphazard. It occurs when an area offers favourable environmental
conditions and is provided with basic infra-structure. This ‘- evidenced by
the pt gress of development in northern Italy during the past century.
Therefore, to ensure a flow of industries into the Mezzogiorno, it is advi-
sable to conccntraive the efrort of development on the infra-stiructure; by
creating the same favourable couditions which at first existed only in the
North, operators will be attracted to the southern region.

2. In no case would tae provision of infra-structure and the creation
of favourable enviroomment be sufficient to ensure a flow of industrial initia-
tives into an under-developed area. This is particularly true of Italy
because of its geographic configuration and the resulting distance between
the South and European ceatres. It is, therefore, absolutely necessary to
balance the regative factors - since it is difficult to modify them - by
offering the potential operator a series of incentives in the form of loaus,
grants, tax exemptions, and so on.

There is an element of truth in both opinions. Neither of the two
thecries bas been ccmpletely accepted in the majority of countriees. But
attempts have been made in most developing countries to create a minimal
infra-structurc basis acceptable to the operators and at the ssme time to
guarantee a certain number of special advantages to encouragr investments.
For example tax concessions and freedcm to export profits and take out capital
exist aliiost everywhere. But other types of heip, such as long-term loans at

favourable intere-c¢ rates, or grants, are available in a relatively small




Ia the majority of cases, the organization of industrial zones in Italy
reflects more the first than the second of the above theories: the industria)l

zone is itself a form of infra-structure, the chief advantage offered to the

Yet in some cases the entrepreneurs are also offered inducements of g finan-
cial character, in addition to the facilities of the zone. In scme countries,
inducements are offerec to operators who establish themselves within the
limits of an industrial estate and not to those who settle outside of it.
Until now, this is pot the case in the Mezzogiorno where incentives for new
industries apply without any regard to specific location, in particular,
w“ithout reference to whether location is vithin or without an industrial zoge.
The principal inducements offered in the Mezzogiorr.o are as follows:
- Ten-year exemption from income tax and from other special taxes
in connexion with the construction of the plant.
= Reduced rail freigkt charges for construction materials, machinery,
equipment, and plant Decessary for setting up productive undertakings,
= Credit at low interest rate (down to 3 per cent a year) vith a
fifteen-year tera, covering 70 per cent of the total investment and
including a rercentage for the acquisition of initial inventories
with special favourable conditions for amortization (no repayment
for the first two years, an additioral period of three years during
waich interest but no Principal is paid, and begining of repayment
of the principal only after the sixth year).
= Free grants for construction of plant and purchase f machinery,
up to & maximum of 25 per cent and 10 per cent, respectively.
= Equity participation in iadustrial enterprises to pProvide the
talance of the Decessary capital, by spe:ial public credit institu-
tions, which allow very wide flexibility in their operations.
= The State guarantees to buy from the industries established in the
Mezzoriovuo 30 per cer.t of their total output.
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III. "INDUSTRIAL ARrAS" AND "INDUSTRIAL NUCLEI" IN THE MEZZCGIORNO:
ORIUIN AND RECENT DEViLOPMENTS

The 1957 Law, which introduced in Italy a moderr policy of industrial
concentration, referred to industrial zones - in which industrial concentration
would be encouraged - wituout developing this concept in detail.

Further to the euactment of the Law, the competent authorities, in parti-
cular the Italian Ministerial Committee for the Mezzogiorno, thought of sub-
stituting for the traditional concept of the "industrial zone" the relatively
never and more comprehensive one of "industriel development area”. An "area"
covers & large and homogeneous territory ccmprising several communes. Its
purpose is to prcmote and oring about a wider economic and environmental trans-
formation and to constitute a centre of attraction for industrial development.
Within such a wider area there would be special poles of concentration, that
is, special zones suitably equipped to attract new productive undertakings.

To be officially recognized and to enjoy the special facilities provided
for by the law, the industrial development areas must fulfill a series of
conditions and minimum requirements which should be certified by a special
Commission. The conditions are that there should be an effective trend towards
industrialization in the locality, a population of not less than 200,000 in
the whole area, ccmplementarity beuween the economy of the principal commune
and that of the surrounding localities, existence of infra-structure, and
absence of negative factors such as liability to landslides, earthquakes,
and 30 on.

In 1960, the Committee of Ministers for the Mezzogiorno ruled that in
certain localities which did not meet the above conditions but where there
were good prospects for industrial concentration, small "industrial nuclei”
could be set up. The nuclei are intended to promote industrial concentration
on a smaller scale than the areas, by stimulating the establishment of a
limited number of enterprises taking advantage of a narrowcr merket, using

local rav materials, etc. The basic difference betwecu an "inuustrial area" and

an "industrial nucleus" is one of size. Only one zone with the necessary infre-
structwe is permitt=ad in a nucleus while in an area the number of zones varies,
in practice, from two to three.
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In the attached map, the location of the areas of industrial development
and of the industrial nuclei is indicated as of the middle of 1966. It is
probable that considerable time will elapse before provision is made for
Other areas or nuclei, since the number of those already sanctioned is in
excess of the present possibilities. There are now 39 sanctioned projects -
12 areas and 27 nuclei.

The total sirface of the areas is 1,485 square kilometres, anc that of
the nuclei, 14,025. Areas and nuclei cover 20.6 per cent of the total surface
Of the Mezzogiorno ahich amounts to 138,102 square kilometres.

A tocal of thirty-one industrial zones are established in the thirty-nine
areas and nuclei. Their total surface is 286.8 square kilometres, of which
167.3, that i3, 58.3 per cent, are still available for industrial occupants,
the remaining 119.5 square kilometres, that is, 41.7 per cent, being alreedy
either occupied by industrial enterprises or used for roads and general
services,

After a project to set up an area or a nucleus has been formulated, the
local organs promoting it form a consortium vhose statute must be approved by
& decree of the President of the Republic. The statute follows in genersl a
stande~d pattern drawn up by the central orjaus in order to define the scope
of the project and to provide guidance to the lucal authorities. When approved,
the consortium is recognized as a public entity and can begin its activities
after nomination of (ouncil members, executive committee, bresident, and so on.

The first task of the consortium is to prepare a master plan for the
area or the nucleus, devised so as to stimulate and co-ordinate integrated
industrial development within the terrority concerned. In particular, the
Plan indicates the most sui‘able location for the built-up area and the works
which should be cariied out to provide adequate infra-structure in the area
or nucleus. Thus, the master plan provides a basis upon vhich the ~onsortium
will build its activity in the course of time. Master Plans become operative |
only after they bave been duly approved by & decree of the President of the 5
Committee of Ministers for the Megzog iorno.

The special facilities which the consortis setting up areas or nuclei
enjoy may te summarigzed as follows:

(8) The Cassa per il Mezsogiorno can assume the burden of tle

expenses connected with thre prepsration of the master plans;
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(b) The Cassa can give grants to the consortia for carrying out
the infra-structure works for which they are responsible up to
an amount of 85 per cent of the cost; advances may also be
given for the further 15 per cent not covered by the grant;

(c) The Cassa can make advances to the consortia even for opera-
tional custs of these infra-structure works;

(d) In cases where the consortia are not in a position to carry
out the works of infra-structure even with the facilities
mentioned above, the Cassa is authorized to provide these at
its own expense.2

(e) The Cassa can make contributions to the consortia amounting
to up to 50 per cent of the costs of construction of industrial
buildings tc be handed over subsequently to operators inte-
rested in establishing their enterprises in the areas and the
nuclei.

(f) The Cassa can give to the consortia funds to cover expenses
for land expropriation made necessary by the cstablisbment
of industrial plant and the construction of industrial buildings.

(g) The Cassa can be authorized to share in the expenses for the
organization and activities of the consortia on the basis of
budgets annually drawn up by the consortia.

(h) The consortis can take advantage of a speclal procedure for the
expropriation of land and buildings.

(1) The consortia benefit from special tax facilities on all their
operatione.

———————————————"

2/ It ie interesting to note that, initially, the contribution by the Cassa
per il Mezzogiorno to the consortia was fixed at a meximum of 50 per cent
for carrying out infra-structure work in industrialization areas and nuclei;
then in 1962 this contribution vas raised to 85 per cent; the 1965 law
provided coverage for the balance of 15 per cent and authorized the Cassa
to pay for all infra-structure work when the consortia are not able to sup-
port even a part of the cost. These modifications were made necessary when
it was found that the consortia were confronted by almost insurmountable
obstacles in 13ising funus additional to those provided by the Cassa. The
difficulties are due either to the chronic debit posit.ion of the local
entities - ccmmunes and provirpces - in the Mezzogiorno which precludes
them from assuming further financial burdens, or to the fact that the
consortia have no fixed assets and are unable to provide real guarantees
to the banks or special institutes against possible loans.
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It should be noteg tbat the only inducements offered so tar to the
entrepreneurs in the industrial areas and nuclei of the Mezzogiorno have been
improved land and 8eneral infra-structure facilities at g relatively attrac
j tive price. Despite the fact that the law contemplated the POssibility for
the tonsortia to builg up inaustrial buildings for sale or rent to the inp-
dustrialists, no initiative of this type has yet been taken. Nor are any
special services such as training of workers, repair, maintenance or lease
of machinery, transportation, cafeterias, etc. provided by the consorgia
to the industries installed within the zones.

This is due to two main reasons: In the first place, the consortis

were entirely engaged during the past Jears in preparing their master plans
! and in finding the financial means for infra-structure works, not to mention
‘ problems of general organization. In the second place, there was a doubt

that such facilities would meet the desires and requirements of the industria-
lists. It was considered that Italian entrepreneurs, not being accustomed to
standard factories, would maintain their preference for building their own
factory according to their individual needs; and that, not being accustomed
to common facilities and services, they would have so coufidence in this kind
of inducements.

These considerations are only partly true. Italian industrialiets,
especially in the case of small and medium-size industries, are indeed, with
a few exceptions, strong 1nd1vidusliata, and it is not as easy to associate
them with & view to developing & common activity as in other parts of the
world. Yet they camnot be uoavare of the advantages offered by some of these
facilities. It is likeiy that in & near future, as soon as the main infra-
structure is completed, the consortia vill begin to provide common services,
industrial buildings, and so on, a8 a further inducement for the attraction of
nevw industries. This might also serve to improve and modernize the outlook
and attitude of Italian entrepreneurs.

The success achieved by the 59 industrial areas and nuclei of the Megzo-
giorno is very unequal. At the end of 1965, the situatior in a certain number
of areas and nuclei was on the whole quite satisfactory: master-plans had been
Prepared and approved by the competent authorities, infra-structure work was
in an advanced state of readiness, and the flow of nev industrial undertakings
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proceeded at a good rate. There are, however, also cases where no measure
of agreement among the local interested bodies for the formation of a
consortium could even be achieved.

Why is this so and what conclusions can be drawn frcm this experience

in regard not only to the develcpment of the Mc:zzogiorno and of Italy but
also to the development of developing countries in general ? What mistakes
bave been made and what modifications to the policy followed thus far in
Italy seem to be called for ?
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IV. THE FIRST RESULTS OF TH. EXPERIENCE IN THe MuZZOGIORNO

While the industrial zones in the Mezzogiorno arise from the same law
and have an almost identical legal structure, there are profound aifferences
in their origin, their functioning, and their efficiency. The projects may

be divided into three main types according to their origin.

1. Projects in which tbe development of the erea or the nucleus took
place after one or more important productive enterprises were establisheu or
were in the process of establishment in the territory, sometimes &s a result
of the initiative of private industrial groups and at other times of that of
State 2fcicicse

It is generally considered that, in such caces, it is the establishment
of the large enterprises which led to a decisive "hreakthrough" in an environ-
ment of economic and social stagnation. However, the industrial zooes have
also contributed to this breakthrough both by providing additional economic
intra-structure - scme of which is necessary for the operation of the large
enterprises - and by stimulating the development of certain forms of social
infra-structure - town plaoning, ccmmunications with outside areas, technical
schools, and 80 on.

The small-scale and medium-sized industries established around the
major enterprises are supply.ng goods and services to the latter, or trans-
form some of their .roducts.

The industrial areas of Brinaisi, Taranto, Syracuse, and the industrial
nucleus of Valle del Basento (Matera) are typical instances of such projects.
The Brindisi area was set up after the establishment of the great private
petrochemical plant of Monteshell (Montecatini and Shell); the Ta.anto area

was ueveloped in connexion with Italy's fourth steei centre belonging to
Italsider (one cf the members of the state-owned IRI group), the Syracuse
area was related to the chemical enterprises of SIMCA an. CELENE, both of
which belong to the Edison group (privete industry); the nucleus was tied
in with the pecroleum operations 0. AGIP Mineraria and the petrochemical
plant <f ANIC (both belonging to the Ente Nazionale Idrocarburi, ENI, a
State-owned group). Many other examples could be given - for instance,

the Reggio Calabria nucleus is linked to the CheCA plant for the manufacture

of jarts for railroad cars (mixed private and public funds) aund the Vastese

nucleus to a glass factory at Vasto.
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2. Projects in which the development of the area or the nucleus took
place before the establishment of productive eaterprises. In such cases
it was the project itself which, through the availability of infra-structure
and a favourable environment, served to attract small-scale and medium-sized
industries using, in general, local agricultural, mineral and other natural
resources and coming, for the most part, from outside the zone or even from
abroad, ”

Most of the ruclei are in this category, frcm Potenza to Avellino, from
Sassari to Teramo and many other places.,

2. Finally, there is a third category of projects in the Mezzogiorno
whose establishment has been inspired more by town-planning and land settle-
ment considerations in connexion with decentralization policies than by
industrial concentration Programaes.

Typical of these are the industrial area of Naples and that of Roma.
Latina,

Thus, tburc is in the Mezzogiorno a confrontation between two basic
opinions regarding industrialization, which, on occasion, give rise to
Polemics and discussions at bigh scientific and cperative levels.

One opinion is that an initial "shock” from outside, which would break
through environmental conditions, is indispensable to set in motion economic
development in general and industrialization in particular., The shock may
be provided by the establisbment of a large industrial plant, and may be due
to State initiative when Private initiative is lacking or is insufficient.

The other opinion is that an intensive effort to promote new or already
existing small local initiatives is more suited to the conditions of a
developing region. Such an effort would tend to transform gradually an eco=
nomy based on agriculture apd bandicrafts into an industrial economy and, in
particular, to stimulate the transforkaticn of tandicrafts, first into scmall-
écal: indistries and then into sedium-sized onel.b

-Lf/ For more details, see United Nations Establishment of Industrial Estates

in  Under-developed Countries, (Sales No.: 60.1T.5.5 " ome

Controversial Questions Eoncarninc Industrial Estates”, by A. Molipari,

ég United)llltiom, Industrial Estates in Asia cod the Far East, (Sales No.:
JI1.B.5).
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From an international viewpoint such a "confrontation" provides a
frame of reference for judging the directions which should be taken in the
future either by the governments of individual developing countries or by
international organizations providing technical assistance.

The following considerations are based on the experience of the
Mezzogiorno and the results achieved so far by the industrial zones esta-
blished there.

1. In any given zone or region, the transformation of the ¢nvironment
from a predominantly agricultural econcmy to an industrial one can be neither
fast nor easy and cannot be achieved witout profound economic snd social
repercussions. It certainly cannot be a matter of a few years but of & decade
at least.

2. With some exceptions, the injection into a stegnant environment «f a
large industry, even if it is comsidered as & "motive” one, such as & steel
plant - as is the case at Taranto - would not, in the absence of special pro-
motion measures, be sufficient either over theshort- or medium-ters to sperk a
spontaneous movement towards further industrial concentration, nor would it
lead by itself to the spontaneous establishment of a sizable number of
small-scale and medium-sized local industries around it. The reasons for
thie are the following:

(a) The local tendency will be, above all, to concentrate efforts
on finding jobs for the greatest possible number of blue- and
white-collar workers by the big industry which offers the
greatest security for stable employment.

(v) The industrial complex - which almost alweys comes from enother
region - will certairly at first try to get its supplies and
equipment frcm outside the zone, especially if it is sassoclated
with groups the head offices of which are elsevhere.

(¢) To some degree, the managers of the large establishment will
certainly, at first, lack confidence in the local environment.
This will be duc in part to the fact that the local businessmen
do not have the capacity for dealing with large industrial
complexes in such matters as price stability, gusrantee of
quality, and delivery dates. Because of this, it will not b
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€asy to set in motion effective relations between the

large organiza:ion and the local eavironment.

An enviroomental breakthrough due to the establisiwment of

& large industry will make itself felt Principa’ly in the
fields of commerce and consumption. The level of consumption
of local inbabitants employed in the big plant will increase
especially in comparison with the lover and more intermittent
earnings from agriculture which they enjoyed before. Because
of this, there will be a strong demand fer consuger goods.
This in turn will be reflect.q in a’'rise in prices which

vill pot lighten the difficulties for thoge families which
bave not found employrent in the big industry.

One positive indirect effect, from the industrial viewpoint,
dus t0 the estadblisbment of a large complex, vill be the
increase in building activity owing to the @reater demand for
bousing and the SVerage improvesent in the standard of living.
The attempts cf the small industries to "hook into" the large
industry for Supplying it vith goods and services and for
transforming its products will 800D be exbausted oo account
of the difficulties eacountered, especially because of the
lack of a valia sutrepreneurial eavirooment. Even vhere local
capital is available, i\ is almoet slvays derived frcm agricul.
ture and resl estate and is @snerally not available for invest-
Seat in industry in consideration of the higher risks involved.
The establishment of industrial sones of the second type -
that is those which are o ®eans for attracting nev industries
from outside - bas bad effects that are noticeably different
from cne case to another. There is evidence that vhere a zume
ismnmtmmmmnumorhu spone-
tanecus process of industrialisation is under vay, even though
caly oo & small or medium Operaticoal level, its establishment
bas stimulated other locsl initiatives or bas attracted nev
industries from the outside, especislly from the Worth of Italy.
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In contrast, where an industrial :.one is set up near a still
depressed small urban centre, the attractiveness for outsiders
and th: undertaking of local initiatives are very small or
pegligivle, in spite of sometimes energetic efforts by the local
authoirities and organisms and especially attractive forms of
assistance.

In the latter case, an unfavourable geographic position,
such as distance from the coast or, more important still, from
airports, plays a fundamentally negative role. Usually, there
is also a "preferential" element, that is, the existence at
a short distance frcm such zones of other zones, more favourable
and better situated, which have an important counter-attraction
effect.

(b) The establishment of zones of the third type - that is those
which are part of town planning programmes aimed at bringing
about decongestion and a more rational siting of existing
industries - has been, both from the structural and organiza-
tiopal viewpoint, the most difficult to achieve. The develop-
ment of such zones has been and still is slower than that of
other zones, probably because there was less urgency in setting
them up.

(1) The number of econcmic sectors in which "motive" industries -
can b set up - that is, industries able to attract sponta-
neously around them & certain pumber of small-scale and medium
sized industries - 1s small, ani the establishment of subcon-

tracting relationships is not always easy to achieve.

5. 'The above conclusions are not intended to give the impression that
the first of the two basic opinions is entirely mistaken and that prospects
of success lie only with the second. It should b= recognized that, at
least until now, the establishment of la-gu inlustrial plan%s ip 3 zoene
where the econcmic and social environment is really depressed, bas not led

to further industrialization as fully or rapidly as theory would lead ome

to expect.
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V. LOCATION OF INDUSTRIAL ZONES IN THe MEZZCGIORNO

Up to now, the results of the experience of industrial zopes in the

O the establishment of large

The experience will now be briefly considered
the geographical location of the zones has
industries.
in typical agricultural environment, in the vic
interest to tourism.

Mezzogiorno bave been examined with reference t
factories in certain localities.
in respect of the influence which

bad upon the establishment ~f pew Location bas been near big towns,

inity of ports and in areas of

nity of an industrial zone is, for economic

factor than would Appear at first glance.
is not Sutomatically found near ell large c
for a variety of reasons,

operators, a much more important
While a process of industrialization

ities, such locations are usually,
not all of which are econcmic,
to potential industrialists.

However,

the most attractive

there are strong reasons, for any government interested in

stimulating balanced industrial development in all regions of the country, to
follow a policy aimed in some way or other at discouraging the establishment
of industriee near the large centres and at éncourag 'ng decentralization.

It may be said that, except in rare cases, the siting of industrial zones
uear large population centres is not advisable, Two cases may be considered:
either it is useless to set up an industrial Zone aimed at attracting new
initiatives in the vicinity of a large city where there is alrea.dx & spontaneous
process of 1nduatrialiution5 or, if there is need to stimulate new initiatives,
it is better to establish the zone at a distance from the larger cen
how far, will °vidently vary according to the circumstances.

The only logical reason for creating industria
tion centres 2

tres;

1 zones near large popula-
is the need to relocate existing industrial establishments in
8 more rational manmner according to sound town planning Principles; for examzple,

removal from residential areas of noisy, dangerous and harmful industries;

improvement of bousing in certain areas; industrial expansion waere sufficient
————

5/

Apart from "demonstration"” industrial

estates for smell-scale industries.
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space is not to be found within the town, and so on. The most interesting
exarples of industrial zones or estates which fulfill these requirements

are oot to be found in the Mezzogiorno, nor elsewhere in Jtaly but, as far

as rurope is concerned, in Great Britain.
Several industrial zones in the Mezzogiorno are situated near important

population centres. The following examples relate to "areas of industrial

development”:
Industrial Area Population 196k
(principal town)
Reme 2,500,000
Latina 56,000
Naples 1,220,000
Bari 329,000
Palermo 622,000
Cagliari 200,000
Salerno 151,000
Pescars 100,000

(b) The establishment of industrial zoues in regicns vhose economy is
structurally and traditionally agricultural is certainly & difficult project
snd, in scme ways, a dangerous one in view of the social disturbance that
such zones usually produce. An agricultursl environment does not by itself
constitute an attraction for nev industries and there is a risk in investing
in infra-structure wbich is not very productive. The best cbances of success
vould be in localities where there are prospects for the establishment of
transforming local agricultural products.

(c) The vicinity of industrisl zones to important and well-equipped
seaports is a considerable attraction for the establishw-nt of certain indus-
tries, especially those vhich receive their rav materials &«nd export their
finished products by sea. The vicinity of an airport v.th trequent and
regular air servce connecting major centres at home and abroad, or the vici-
nity of important highways, are a greater stimulus than proximity to & port.

(d) Thbe presence of tourist attractions near an industrial zone may

play both a positive and a neg.tive role. On the one hand, whare tourist
facilities are vell developed they can be attractive to businessaen, quite

apart from any economic reason. On the other hand, the interfereance and
possible conflict between industrial and tourist activities are only too obvious.




-19 -

In such circumstances the establishment of an industrial zZone is advisable
only if the plants are at some ‘listance from the tourist locality so as to
avoid such undesirable effects as diafigurement of the countryside, air and
water pollution, and the like. The zone should however be 80 located that
the factory workers can easily and quickly get to it.
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VI. PRICk OF LAND AND COST OF LAND IMPROVEMENT AS FACTORS

AFFuCTING THE wSTABLISHMENT OF INDUSTRIAL PLANT

What influence does the availability at a reasonable price of land
provided with infra-structure have on the decision of entrepreneurs to esta-
blish themselves in a certain locality %

The answer to this question is important since it permits to draw scme
conclusions, on the one hand, about the limits to the establishment of indus-
trial zones in developing countries or regions, and, on the other hand, about
the suitability of zones in satisfying the real needs of industrial entrepre-
neurs.

In the Mezzogiorno, because of the autonomy of the areas and nuclei, and
because of local factors, there are considerable variations in the terms and
conditions on which land is cffered. Terms and conditions are not only varied,
they are often "elastic". For example, in some cases the authorities respon-
sible for industrial zones quote an "official" price and at the same time
indicate chey are quite ready to bargain cor may even offer the land free
vwhen it is required for scme important industry or cne that offers steady
employment for a large number of local workers. Such lack of fixed standard
price for land obviously makes it much more difficult to arrive at conclusions
of general validity. é/

In this respect, the experience of the Mezzogiorno seems to indicate that:

(a) As far as industry is concerned, the price of land in zones offering ;
infra-structure facilities equal to those 1n possible alternative locations, ,
does not seem to be a decisive factor in the choice of one or another site.

One explanation is that the cost of land usually accounts for a very small part
of the total investment of an industrial establishment.

(b) The relative indifference of econcmic operators to the cost of land
is evidenced, in particular, when there is a choice between alternative loca-
tions at a distance from each other. As a rule, it is not the cost of the land

that influences the decision but quite different factors - vicinity of ports,

airports, major highways, proximity to large consumer markets and to large

6/

To give an example of conuitions at the time of writing, prices for land
equipped with basic infra-structure (roads, electric power, water, sewage,
etc.), in nuclei where development did not require much work, range from
about U.S. 50 cents a square metre in the industrial nucleus of Frosinone

about forty miles frcm Rome, to about $3.00 a square metre in the industrial
nucleus of Reggio Calabria.
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cities where employees would like to live, and other €concmic and non-econcmic
factors. On the Other hand, if the alternative ig between land in industrial
zones located close to each other (in the Mezzogiorno thig can often be the
case since there are 39 of such pProjects for the region), then the smallest
difference in the pPrice of land may be a decisive factor. Its importance is
often exaggerated: there are ac*ual cases in which businessmen bave chosen
to put their factories on land belonging to a cCmmune, just outside the boun-
daries of an industrial zone and not a part of it, the reason being that the

The explanation is partly psychological. Once the choice of a location
Las been made, the purchase of land beccmes a strictly financial matter and
€ven a small saving may appear important to the operator. Moreover, the
payment for land is the first of the expenses the Operator has to make ip
carrying out his ccastruction Programme which includes buildings, machinery
and so on.

Strangely enough, it happens that in selecting a piece of land outside
of an industrial zone because of the small saving afforded, the operator
does not take into account further more important expenditures he must incur,
for example major work and expenditure on infra-structure which would bave
been assured to him ip the industrial zope on better terms or even at no cost,

(c) The existence in the same area of different prices and conditions
for industrial land is often a factor which disconcerts and repels the

face the problem of meny choices for land whose characteristics are more or
less identical., It would, therefore, seem to be advisable, wherever possible,
to fix standard Prices for land or at least to limit alternative prices in
well-defined cases.

(d) Prcpaganda to attract industries wheg the basic infra-structure
is not yet available but ig only planned or under construction may be very
dangerous and may produce the opposite effect to that hoped for. Quite rightly,
the operator is not interested in what the condition of scme zone will be in
two, three or more years. He wants to know what the position in the zone
is now.
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(e) When a central or local suthority selects a tract of land for an
industrial zome, it is essential that it should takeinto account the type,
ownership and cost of land and the cost of providing infra-structure.

Part of the difficulties encountered in establishing efficient industrial
zones in the Mezzogiorno bas been due to the fact that before setting these
up, no consideration has been given to whether there vas land belonging to
the local authorities (communes or provinces), which these could offer free
to the consortium respons.ble for the administration of the zope, Or whether,
as has happened in & great pumber of cases, lend bad to be bought or expro-
priated from local owners. All this creates serious legal and financial

problems and, above all, delays the initiation of the project. 1

A ———————

1/ In scme areas of the Mezzogiorno, because of this, very expensive land
had to be expropriated since it bad been valued as agricultural land
and therefore commanded a high price. This obviously bad adverse reper-
cussions on. the final cost and bemce cn the price of the land offered
the entrepreneurs.




ATTITUDE OF ENTREPRENEURS TOWARDS INDUSTRIAL ZONES IN THE MEZZOGIORNO
ACCORDING TO SIZE OF INDUSTRIES AND ORIGIN
OF THE INDUSTRIALISTS

What has been in general the attitude of entre
zones in the Mezzogiorno ? To answer this question
made according to the size of the industrial under
local, northern or foreign - of the entrepreneurs.

preneurs towards industiial
» distinctions shouyld be
taking and the origin -

The attitude of entrepreneurs and managers of lar

established in the Mezzogiorno is mostly critical, th
exceptions.

ge enterprises recently

ough there are some
The following are the main criticisms which they make:

(a) The existence of the industrial zone is due to the fact that we
established our factories theve,

(v) Often our group bas had to carry out or finance, at least by advancing
the funds, the construction of the i1ndispensable infra-
which should have been provided by the industrial 2one,

(c) Wwe are continually under pressure,

structure

either during the time we
were building our factories or vhen we were Operating them,

make use of local individuals or businesses.
to such pressures because

to
We cannot submit

we must run our business on strictly
economic lines and in accordance with our own vievws,

without any
outside interference.

(d) We cannot concern ourselves directly with the creation and develop-
ment of small or medium industries around our Plant. If such indus-
tries establish themselve . and can offer us good terms, we can make
use of them or sell them our products. Otherwise we will continue

to deal with concerns outside the nucleus or area or sell our products

outside the territory in accordance with the above-mentioned criteria.

(e) We bave no special interest in determining wbat particular services
the industrial zone can offer us, since the very size of our under-
takings calls for a high level of self-sufficiency in many operations

such as transport, catering, sanitation, maintenance, and so on.
The attitude of medium-sized and small-

Seems to be favourable to industrial zones.

scale entrepreneurs, by contrast,
They tog however, have some

criticisms to make about certain features that they consider

tory - such as delays

to be unsatisfac-
in providing the promised infra-structure, deficiencies




in scme services, difficulties in cstablishing vclations, as had w..iginally
been noped for, with the large indust.ies in toe locality, and long-drawn
procedures for getting the land assigned to them. Many of them wish thero
were better and more services ovey and above provision of improved land.

The other :mportant distinction in the attitude of entrepreneurs with
regard to industiial zones is wbether the peisons concerned are local entre-
preneurs, entrepreneurs from dorthera Italy, or foreign investors.

The local entrepreneurs seem in general to be favourable to the zones
and willing to settle there, in particular to transfer there existing enter-
prises. They are almost always fairly small businessmen.

The attitude of industrialists from northern Italy varies very consi-
derably, according to the zone in which they are established. Scme show
enthusiasm for the transier into the zone, others regret the decision. Their
attitude depends upon differences in efficiency and standards of organization
of the zone. This also affects the attitude of prospective occupants con-
templating establishment in a zOne.

In general, the attitude of foreign entrepreneurs passes thro\a.h two
successive phases. The first is ome of disillusionment with the ¢nvironment,
the procedures, the commercial and work customs which are different from
those of their country of origin; the secoud phase is largely favourable

especially because those respousible for industrial zones generally give

foreign operators particularly good treatment and conditions.
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VIII. NATIONAL AND INTERNATIONAL CO-OPERATION AND TCHNICAL ASSISTANCE
FOR THE DEVELOPMENT OF INDUSTRIAL ZONES AND THE =STABLISHMENT
OF NEW FACTORIES IN THE MEZZCGIORNO

The Institute was formed in 1962 for the following two purposes: first,
to stimulate action in Italy and abroad for attracting new industries to the
Mezzogiorno; second, to help industrialists in al) pPhases of Programming
and setting up their enterprises. IASM has extended its activities by pro-
viding assistance to the consortia in setling up industrial areas and nuclei
in the Mezzogiorno. It €ives them free consultancy to solve their structural,
organizatiooal, Jjuridicsl, fiscal and other problems; it belps them to
co-ordinate their action op & vide territorial basis, thus limiting irra-
tional competition, to make more effective their Propaganda and promotion
vork for attracting newv industries, to improve their relations with entrepre-
heurs, and so on. In doing this, it does Bot in any way interfere with the
sutonomy of the coasoris.

IASM is a legal Private body, but its aims &re eminently public. The
Organisms with whica 1t ig associated and which contribute financially to
its operation are public bodies - the Cassa per il Mezzogiorno and the special
credit institutions for the industries of the South. It does not operate for
profit and its services &re by and large free of charge.

There bas 8lways been s lively interest in many countries in the expe-
rience of industrialization of the Mezzogiorno and the co-ordinated effort
undertaken to achieve it. It is only recently that concrete international
collaboration was €iven to this effort. Financial assistance ip the form of
lcans either from the World Bank or the European Investment Bank bas been a
real comtribution to industrialization. These loans however, have alvays
besn single individual investments for scme specific works in the Mezzogiorno,
some of which in the industrial zones. This Purely financial assistance has
bad no incidence on the methodology of the industrialization process and
much less on its concentration through industrial zones.
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Ope international co-operation project which aimed, among other things,
at localizing part of the industrialization process, vas begun scme years
ago in Sardinia, through the establishment of a so-called "pilot-zone" for
integrated development. It was carried out chiefly as an experiment by O:CE -
today Organisation for Economic Co-operation and Development. But the most
consistent results of this experience - which are still valid teday - bave
been more in the artisan sector than in industry properly speaking.

Quite different is the present programme undertaken under the sponsor-
ship of the guropean Economic Community for the creation in the Mezzogiorno
of & real "development pole” in the Puglia region. A consulting group,
"Italconsult Ccmpany", carried out a very thorough study in which all the
resources and the geographical and socio-econcmic characteristics of the
"pole", which comprises the three major cuntres of Bari, Brindisi and
Taranto, were fully examined. A certain number of "motive” industries vhich
could be profitably located in the pole were selected. A detailed prograame
was drawn up for each industry, which sets forth the fundamental ecouncaic
and technical factors on the basis of which entrepreneurs may arrive at vell-
considered judgements. A practical search bas been carried out om an inter-
pational scale by the interested industrial grcups to implement the programme
and its passage frcm study to the operationnl pbase is imminent.

This is the first practical industrialization experiment to be carried
out in the Mezzogiorno with international support. It is evidently too early
to make novw a forecast of ite results. But it is certain that these will be
of high value for developing countries all over the world and the developments
over the next fevw years will be of interest.
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IX. CONCLUSIONS

Tb» experience of the Mezzogiorno, both positive and Degative, may
provide scame lessons to countries vhere econcmic and social conditions are
oot too dissimilar. Though adaptations and modifications are Decessary on
account of the extreme variety of local and regional situations, some cop-
clusions drawn from that experience may be valid elsevhere.

These conclusions and suggestions, scme of vhich have been hinted at
earlier, sre nov summarized.

(a) Relations between political and industrial circles

The establishment of industrial zones requires technical and
econcmic action which, to the maximum extent possible, should be free of
political interference.

It is only too true that in many developing countries - apnd even the
more advanced ecounomies are not free from it - there is a tendency for too
much politics to be mixed up vith econcmics. This is often 80 in the case
of industrial zooes both as regards their organisstion and their operation.

It is hardly Decessary to say that such & situation should be avoided
Vberever posrible. Industrial soves sbould be built aod operated vithout |
political pressure or interference, on the sole basis of technical and
econcmic criteria. Only thus can one be ture that the zones vwill gain and
meintain the confidence of local Operators and of those frem outajde. Such
confidence is indispensable if the estates are to achieve their objectives.

Maturally this does not mean that the industrial gone should be a kird
of "state within state” as far as its organization and activity are concerned -
that is, an entity not subject to general political direction. But it does
mean that central and local political authorities should not in any vay
impinge upon the structure and Operation of the zone.

(v) Mumber of zones

Attention has been drawvn earlier to the undesirability of & prolife-

*

raticn of industrial zomes in the Meszogiorno. One can never csuticn too such
agalnst proposals to increase in & given area the number of industrial sones,

often as a result of irraticoal political pressures. Baturally, the number
of zones can be ressonably arrived at coly oo the basis of surveys of the
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special situation in each country or region, such as the extent of the terri-
tory, the possible alternative sites in relation to natural resources, major
ccmmunication networks, and so on. It may of'ten be preferable, within certain
limits, to risk turning down scme quite productive project, than to invest in
infra-structure and create superfluous organisms which only confuse and ais-

courage the operator without helping him in making his choice.

(¢) Choice of location for industrial zones

It is impossible to dictate a priori the theoretical and absolute
criteria for the choice of location of industrial zones. It is better, at

least in the beginning, for the governments and agencies concerned, to try to

conform as far as possible to the natural tendencies of industrial concentra-
tion, than to attempt to force the preference of the operators, except in
obvious cases where this may result in economic, demographic and other disg-
tortions. 1If, for example, entrepreneurs show a clear preference for a certain
large population centre, an attempt should be made to set up an industrial
Zone, certainly not in the urban rerimeter of such a town - this might cause
insuperable problems of town planning - but not too far avay.

The situation is naturally different when there is more than one zone
and there is a stated intention to scatter industrial location, or when alter-
native locations are suggested by the existence of certain raw materials, such
as mineral and agricultural products, or by power in the neighbourhood. 1In
such cases some amount of "ccmpulsion" disregarding the spontaneous preference
of the entrepreneurs, is advisable. This may succeed, however, only if what
is offered is not only land with basic infra-structure but also certain other
indispensable services - such as workers' housing, shopping centres, schools,
and the like. In the absence of these, the econcmic advantages due to the
establishment of industrial eaterprises would run the risk of being cancelled

out by fairly serious social disadvantages.

(d) Choice of administrators and managers of industrial zones

When choosing the men respensible for setting up and operating
industrial zoues, it should nut be forgotten that the tasks they have to

perform are c¢xtremely delicate and the problems facing them - legal, economic,
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‘echnical, and organizatiomg] -are very complex. Experience shows that the
Success of an industrial zone lies fundamentally with the choice of the men
who will divect it. In Italy, selection has frequently been influenced by
political considerations and the importance of appointing competent persons
has not always been given due weight. This matier has been so stroogly felt
in Italy that it has been the subject of a ¢ircular in 1964 from the President
of the Committee of Ministers for the Mezzogiorno. Thig empbasized "the
necessity for consortia which are public bodies to yge their autoncmy by
being especially camful to entrust responsible posts to technically qualified
en who are aware of the novelty and new 8pirit which inspires the legislation
for the Mezzogiorno. In other wonds, the consortia must avoid the barmful
mistake of pPutting at the head of organizations which have to perform funda-
mental duties of Promotion and .anagement requiring technical and economic
knowledge, men who may be 1llustrious in other fields but who do not bave

the specific qQualifications for such tasks" .

It may be said that cnly rarely have men with special industrial expe~
rience been appointed in the industrial Zones of the Mezzogiorno. This has
been a negative factor which in some cases has had important repercussions,
since the public officials and politicians who have @enerally been made
presidents and director: of industrial zones have not alwvays shown that they
bossess the ability, ccmpetence, energy, and independence of Judgement re-
Quired. A close contact with the world of industry - whether in the private
or the public sector - seems therefore to be most advisable.

(e) The need for additional facilities to promote industrialization

The experience gained seems to show that the establishment of
industrial zones offering improved land on good terms is not in itsels,
except on rare occasions, sufficient to bring about an effective concentra-
tion of factories ana to attract new initiatives from outside.

To achieve this, the following conditions appear to be necessary:

Industrial zones would function more effectively if medium-scale
industries badly siteq in nearby localities and vishing to expand wvere
transferred to the zones.

Industrial zones would stimulate the establishment and modernization
of local smallescale industries if, apart from land and infra-structure,
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essential services were offered, especially ready-to-use standard factories
and irdustrial cxtensicn services.

Industrial zones would effectively attract new initiatives from
other regions or from abroad if ccmpetition by other ccmmunes or territorial
bodies offering zones, sites and other inducements, were appreciably reduced;
and if special advantages, such as tax concessions, credit facilities and
Other incentives were made available exclusively to the industries which
¢stablish themselves on the industrial zone.

In the absence of scme or all of these conditions, it is unlikely that,
especially today when international ccmpetition is on the increase, the esta-
blishment of industrial zomes of the traditional type would be sufficient to

induce a steady flow of new industries frcm outside into the zonmes.

(f) Legal and financial structure of the zopes

It bas been mentioned earlier that, in the Mezzogiorno, the comsortia
setting up industrial areas and nuclei are public entities organized in
collaboration with local territorial bidies - ccmmunes, provinces and in
Some case regions. In the North of Italy there are Privately-sponsored
zones. In other countries, the organization of industrial estates, parks
and areas \aries considerably: some are Privately-sponsored, profit-motivated
ventures; other are private but seek objectives of public interest and are
usually closely linked with the competent public administrations; some private
companies have investments guaranteed by contributions and long-term loans
frem Ministries which exercise various kinds of control over the estates,
even to nominating directors and so on; scme estates have a mixed (public and
private) organization; others are purely public bodies.§

The following conclusions are suggested by the experience in the Mezzogiorno:
- Public sponsorship and organization has some advantages, in particular
the fact that the zone does not serve the special interests of some individual
cnterprise, but also scme important disadvantages such as Possibility of local
or central political interference, dead-weight of bureaucracy lengthy proce-
Jdures, and the like.

8/

ped See United Nations Industrial Egtates: Poli KRAR =
A Ccmparative Analysis of Inte:ggggggl;_ﬁgpgzggggg 1333.23a1e- No.:
L .I.l OB -16) .
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- Zones sponsored by private ccmganies working in the public interest

might often be a good formula.
; - Financing of the zones should not be limited to land acquisition and
" infra-structure work but should a4lso be made available for management expen-

Ses.

- Lspecially in a developing region, it ig very unlikely that sufficient
financial resources would be available locally - at least for infra-structure

work; -consequently, the financial intervention of the State is almost inevi-
table.

= On the other hand, when the State finances the whole dOperation, in
particular through grants » there is a risk of bPerpetuating or aggravating
the tendency to wait for outside help which ig so ccmmon in depressed areas.
Since the conscious and active participation of local interests is indis.
pensable, it is useful, whenever possible, to provide at least a part of
the funde needed by the zone in the form of low-interest, long-term loans
for which the management of the zone would be responsible and which should
be repaid out of revenues ccming frem the operation of the zone.

(g) Propaganda to attract new industries to the zones

When there are geveral industrial zones in g country or region,
care should be taken that pPropaganda in the country or abroad should not be
undertaken by any one zone on its own, Publicity should be co~ordinated
between all the industrial zones to avoid confusing the entrepreneurs.

Any form of propaganda to attract industries to & given zone - publica-
tions, pamphlets, leaflets, meetings, contacts with operators by mail or in
person, conferences, and so on - should contain informatior on the characte-
ristics of the zone » 8uch as geographical Position, proximity to bighways,
technical and economic advantages, existing infra-structure, resources of
pover, raw materials, skilled workers, training schools, and so on., If

possible, information should be given on the industrial enterprises already
established and the productive gectors which would seem to be most suited

to the zone. Above all reference should be made to the markets on which the
products may be sold. General information is useless and has even an opposite
effect to that hoped for. The special advantages, existing or potential, in
the country or region and which apply to the enterprises setting wp in the
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zone should be stateu rcalistically, so as to avoid creating 1llusions or
making promises that cannot be fulfilled.

Propaganda will be all the more effective if concrete projects are
thoroughly worked out for specific industries which could be set up in g
zone; such projects could be submitted to local, national or foreign groups
already operating in that particular industrial sector. They can be prepared
without excessive cost when they concern small-scale and medium-3ized enter-
prises but not large industries.

(h) Promotion of small-scale industries

In any country, many small-scale industries are characterized by
their structural and organizational weskness » and by the strong individualism
of their owners-managers, which makes it difficult for them to collaborate
with other industrialists, even though there .s great need for such co-
cperation.

A fully-equipped industrial estate offers good OppcC "vunities for over-
coming these disadvantages. It enables small enterprises to benefit firom a
rational organization of their productive activities and from co-operation
with cther enterprises in the same or connected sectors.

Some of the more important features of such an inJustrial estate are
as ifollows;

- Construction of "standard factories", or blocks of industrial
buildings with individual units s.parated by easily removable prefabricatad
partitions.

- Provision of ccmmon productive services for small and medium industries,
such as warehousing, repair shop, test laboratory, joint use of machinery,
rental of machinery, specialized training for workers, and so on.

- Provision of ancillary services which &are equally important, such
as transport, catering, créche and schools for the workers' children, meeting
halls and clubs, health centres, and so on.

- Provision o1 :cmmon services for the ccmmercial operations <f small-
scale 1udustries, such as Joint exhibitions of products, Jjoint publicity and
talesmen, common procurement, and so on.

- Advisory scrvices on techniocal, orgaunizational, commer:ial, finan-

¢inl and legal matters, and tax consultaacy.
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An almost unlimited range of facilities and services of this type may
be provided in industrial estates. As a rule, not all the necessary services
can be provided from the outset, nor is it advisable to do so without having
first carried out surveys of needs and possibilities, and explored the poten-
tial for co-operation between industries. It is certain, however, that the
grouping of a number of enterprises in the same locality and in rationally
designed buildings, apart from other obvious advantages, can facilitate
co-operation between individual productive units. Today, such co-operation
and/or provision of services and assistance which small eaterprises canmnot
provide for themselves is a fundamental condition of their development, espe-
cially in developing countries.

Such services are usuful not only for small-scale industries but also
for artisan industries. In many developing countries where artii.. activities
are common, .ndustrial estates could set aside special space and buildings
for them.

In this connexion 1t should be noted that small .ndustries and art.san
workshops situated in the central zone of cities are frequently irrationally
organized, unhygicnic and have to meet high costs and rents. The transfer of
such workshops into industrial estates offering decent accommodation at a
modest price can often be the only means of eliminating factory problems in
the city.

(i) Complementary relations between large and smsll industries

Some reference bas already been made to the technical, orga-
nizationaland psychological obstacles to the establisbment of complementary
relations betveen large and small industries. It may be of interest to men-
tion here an initiative which bas recently been taken in the Mezzogiorno, as
an experinent. It is the formation of what is called u "sub-contractors'
exchange”, on the model of those set wp in France and in scme other developing
Eurcpean countries, such as Spain and Greece. An exchange is basically an
information centre which can be used by all industrial enterprises - especially
in the engineering sector - of a certain territory for placing and receiving
ordes fur the supply of mechanical parts or for the use, for a certein number
of days or hours, of certain machinery.
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The exchange tacilitates the establishment of subcontracting relations
betwveen small and medium enterprises and, whenever possible, between small
and large enterpriscs. The experiment under way in the Mezzogiorno is con-
ducted by the consortia sponsoring industrial zones in certain regions, in
particular in the Puglie. It is intended to prcmote closer and continuous
relaticns between enterprises established within and Jjust outside the

estate. 2/

2/

2/ A comprehensive study of subcontiacting as a means of prcmoting small-
scalc industries in the developing countries will be published by the
United Nations in 1467 JEditor's note¥.









