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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
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TH: H{OLE OF INDUSTRIAL ECQDATES IN POLICILS AID

PROGRAMMES rOR THs DuVELOPMFNI OF SHALL-SCALE 14DUSTRIES

Iu agy couabry to~ onei? motivetion of & decisiou to set up an industrial
estate is to induce iaduatry to cettle an¢ develop et a specific location
plaanei aza improved to tpat efiect. While these two cbjectivas - location
aud uevelopmeut - are pecessarily vound together, tbere may be, in policles

ana prograrmes in which inaustrial estatzs pley & col:, cons!derable diffe-

rences in the eaphasis attached tO the ac.ievem:pt of the cue or the other.
in & general wey, it may ve said that in the iniustiriaiiy advanced countries,
industrial estatcs are principally used as & device for the plannca location
of industry, while in the {ndustrializing countries taey &re mainl;’ an
instrument of industrial deve.iopmentc.

In the former countries, planned location of industry through industrial
ectates is one of tue means of implementing policies o7 ushapization, including
urban dcvelopment, redavelopsent or renewal and of policies of dcmograpbic and
industrial deceptralizavion, vhich nay sometimes be 1.nkec to policies of
development of deprecsel or relatively backward areas.

In the latter cowutries, industrial estates are onme Ol the means of
encouraging aand supporting tbe creation, expansion and modernization of
inaustry, aud of assisting and serving it throughout all stagee of establish-
mernt and operation. Incustirial location is an integral part of any industria-
lization policy, which, in the developiug countries, 1s often oriented towards
decentralization, and usually sets out cifferent priorities for the develop-
ment of regions, provinces, tovns or rural areas. II the industrial estate
programme ic large eaough, it will exert same influence on the geograpbical
distribution of industry. i In general, however, vhis objective will be
subsidiary to that of promotion of industrial activity, not only vhen draving
up an initial programee, vhich, as a rule, vill be of modest scope, but also
during & rajor part of the period of subsequent expansion

by As indicated in "Types of Industrial Estates” (see below), the organization
end facilities of industrisl estates vill vary vwith their location.

This peper has been prepared by Mr. P. C. Alexander, Senicr Technical Adviser,
in co-operation with the Small-scale Industry Secticn, Centre for Industrial
Develnpment.
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It is eosential to stress this difference in a discussion of the role
of industrial es.ates -n industrialization policies and progiammes in the
developing countries, and th: related fact that many lcsscns of the e:pe-
rience of industrial estates in industrially edvenced ccuntries may not be
relevant and applicatle to such projects in developingeconomies.
For obvious reasous, the need for eacouragement and support is greater

in tte case of suall-scale iadustr.es than in that of large ones. As 1is
well known, small indastrialists in the developirg countries have difficulties
in getting good factory accomuodation end credit facliitles for capital and
running expenses; they lack teconicel knovwledge for s~lecting and using
properly their muchine:ry, tools and rav materials; their nethods and proce-
dures for purchase or raw materials, sale of products £uad business management
in general are in most cases inelfective. If small industries are to be
developed, a programme of essistance, servicing and training should be drawn
up to help them cverccme these iandicaps ard difficultles.

To bz effective, a development progremme for srall-scalc inductiries
should cover all their reecs. A chief merit of industrial estates is that
the grouping of small irdustries peruits to intzgrate the various measures
of support econouically aad effectively. Also, clustrring permits "0 ~chieve
same of the economies of scale and efficiencies of specialization wu.ch
usually obtain only in large-scale undertekings, whetaer at the stage of
construction of th2 eslate or at that of operation. An effective division of
labour will be achieved through the provision of common service facilities,
and by inter-trading and inter-servicing emoug occupants, the maximun advan-
tages accruing in the case of "functional" estates fcr complementary and |
interdependent industrial units engeged in the production of parts and come-
ponents of a given product, the manufacturing of which may not be feasible
on & smell scale., Further strengthening of small units may be induced through .
the developmeat of co-operative associations, which may be more easily set up 7
by the occupantc vi an estate than by isolated producers. Finally, industria-
lization on the estate will stimulate dsvclopment outside of it, principally
through the establishment of new trade and service undertakings, and, to
some extent, of industrial eaterprises located in the neighbourhood.
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While thuese advaniages are of cousiderable importance, it is essential to
stress the limitations of industrial estates as & tool for the development
of small-scale industries. An industrial estate programse is not a substitute
for an overall development programme for small-scale industries, but sbould be
an integral part of it. An oversll programme is aimed at assisiing existing
enterprises to overcome their haudicaps and acquire campetitive strengtb and
vitality to stand on their own, and creating the conditions and climate foste-
ring the establisment and healthy growth of new enterprises. Industrial estates
are coe of the facilities extended to small enterprenews in order to achieve
this objective. Otber facilities should provide technical guidance and coun-
selling, credit on easy terms, includiug, if possible, syply of machivery and
equipment. on & hire-purchase basis, training of managers, foremen and workers,
assistance in marketing of finished products, and so on. A progremme of in-
dustrial estates will have cnly a very limited impact and usefulness if, on
the one hand, it does ot integrate all or most of these facilities and, on
the other hand, if it is not backed by an extensive general progremme of
development of small-scale industries.

The coverage of an industrial estate progremme is necessarily very oArrov.
¥hile small industry development has to cover the entire country, industrial
estates can be set up only in & few selected locstions, and their number will
be comparetively small. The rols of the Goveroment in sponsoring industrial
estates vill be limited to establishing & few pilot projects to provide example
and incentives to local governmeuts and private groups. Even after an indus-
trial estate progremme gets into full sving, the overvhelaing majority of
smll-scale industries vill remain and settle outeide the estates. These
industries will meed assistance other than factory accamsodation, and vill
look up to the Govermmesat for support end aid. Thus, the prinmcipal require-
ment is & comprehensive development progremme for simll-scale industries vhich
should include provisicn of factory accommodation through industrial estates as
one scheme of assistance among others.

A programme of industrial estates unswpported by & more general develop-
sent programme will not only be limited in its effectiveness, but may alsc
prove to be uneconamical. As already indioeted, an industrial estate project
should not be & mers "real estate” cperstion providing premises and factory




English
Page 4

eccommodation, but suouli also offer technical services and facilities. Thee
are an esseatial pcrf of any general progranme, and would be extremely costly
if orgarized for the exclusive benef.it of a smll numbe- of tenants in the
estates. Maximun effectiveness and ecouom; can be achievad when industrial
estates and technical facilities and services are Planned Jjointly as part of
an overall developmeat brogramme with e nation-wice coverage.

Another important consid:ratiom regarding the role of industrial estates
in developing countries is that they shculd be properly ~o-ordipated with
development programmes of broader scope. They bave to be not only «n integral
part of a small industry development programae but also of an oversll economic
development programme. The question of location of industrial estates is
perticularly important in this context.

An industrial estate is not an "open sesame” for industrial or ecoramic
development. Unfortunately, in same developing countries, incorrect appry-
ciation of the role of indust-ial estates has occasionally led to incorrect
location and consequent failure. In these cases, the approach to industrial
estates ajpears to have been the same a3 that applied to ovdinary public
vorks projects, little attention being paid to integiating the estates vith
other programmes or eccaomic development. In carrying out pre-investment end
feasibility studies for industrial estates, it is essential t0 co-ordinate
these vith other development projects and to take into account the isdustrial
"clizate™ and the general prospects for development not only in the lucation
finally selected but also in a broader ares.

It 1s generally appreciated that industrial estates require good trans-
portation and communication facilities and econcmic errangements for supply of
water, electricity, €28, and other utilities. The existence of facilities such
&8 residential &ccommodaticn, schools, bospitals, Playgrounds, recreatice
grounds, and the like in the immediate neighbourhood is an equally tmportant
factor influencing the success of the pi'oJect- in most cases, the authorities
responsidble for the establishment of industrial estates cannot provide most
of these facilities, but it is important that they chould take proper care
in co-ordinating industrial estate projects with such Schemes of development.
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The integraticn of industrial estate urojlects with programmes of town
and country planning, particularly cegionsl planning programmes, is enother
impor.aat factor. If this aspect is ignoved, indusiria) ectutes may even-
tally became ceaties of new ciure turougia mustraom growil of new shops,
eating placee, repuir shops, and unssanitary dvelliags, and give rise to land
specuist.on ia the vicinity of tae estate. Buch develmaments would defeat

some cf the major cbjectives sought ip eg’abliekirg industrial ecta‘es.
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