THE INSTITUTE OF
"NATIONAL PLANNING

&

Memo., No, 338

T R ————

REGIONAL ECONOMIC PLANNING
By

" Dro Ezz El-Din Hammam

9th June, 1963




Index

Subject Page
l. What is regional planning 1
2. Regional palnning in advanced'and =

under developed countries
3, Integration of regional and national plans %
4, Basic problems of regions in the
process of economic development. 8
a. Legal development agencies
b. Administrative operation of l?
regional economic development
agencies
Cco Financial problems. . 13

5. Designing and administerating a regional economic plan. L%

a. Importance of practical planning 5.

bs Characteristics of a practical 15_
planner,

. Decigning a Tregional economic el
plan.

A. Administ rating regional develop 20

_ment palns in U.A,Rb:
6. Industrialization of under developed 32

regions.

7o Techniques of regional analysise 38



1l- What is regional planning ?

Regional planning is one of three dimensions which must be
teken into considerstion by the plen makers in plamning for the
development of resources in a country for the sake of reducing
inequalities which may exist between its various iegions. Thus
regional planning is a dimension of planning which takes into
consideration space and location factors.

Besgides space and location dimension in planning the two

other dimensions which a plan-maker considers in planning are
the time dimension and the gize of development dimensions,

The importance of the time dimension stems from the fact
that both short-term and long-term objectives of the plan comp—
ete simultanocusly for existing TesouTrces. Such competition needs
from the plan-maker to allocate these resources properly with
regard to tige9 Besides, acheivement of development with the
help of applying new technology increases the time lag between
decision-making and the maturity of investemente

The size of the development effort is the factor which det-
ermines the speed and intensity of the national development.e
Meterialcl)and non-material incentives are important considerat-

ions in this respect.

(1) population growth, natural endoment of resources, institut-
ional set-up for management and development, level of labour and
capital productivity, possible re—-adjustements in consumption
patterns.
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2. Regional planning in advanced

and. under developed countries

The context of regional planning differs according to the
stage of development a country has acheived.

Tn advanced countries thelr were no need for regional planning

. before the existence of federal and central governnents in these
countries. Before that time, local governments in states, coun-

tries,cities and districts used to be independant jurisdictions
socialy, financially and in developmental fields. This system
of decentralized authority served its purpese well until feder-
fal and centrasl governments came into existence. When fedral
governments started to rule they extended their national polic-—
jies related to defence, financial menagement and foreign polic-
ies to the various regiomns of the countries. The result of fed-
eral actions was reflected in the form of advantages in some
regions and disadvantages in others and so inequalities between
various regions came into the picture in front of the plan—
makerse

Besides federal effects, the development of the transport

system hetween various regions combined with the obsolecence of
old industries in some highly urbanized areas led to the escape
of investements from these areas to new centers. Such develop~
ment was reflected in old areas in the form of poverty and Un=—
employment and in the form of gold rush presperity in the new
centers. Accordingly the need for local decision mechanism both

in old and new areas became necessarye
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Thus the need for regional planning in advanced countries
ceme to be considered an urgent problem both in national policies
and in regional development efforts as a result of inequalities
caused by central administration and developments of some econ-
omic conditionse

In underdeveloped countries regional planning is needed to
overcome the administrative difficulties in the implementation
stage of the plan to meet the local requirments. Decentralizat-
ion of the planning process is important in underdeveloped count-
ries because the development movement in such countries is nor-
mally guided by public action and hence is heavily biased by the
central machinary in the capitale

In poor countries inequalities in development potential of
different regions can be a serious problem especially if there
are political, cultural, ethetical or social differences between
different regions.

However and inspite of these differences regional plans are
required in both advanced and underdeveloped countries to obtain
a better fitting between local authority structures and develop-
ment activities motivated mainly by technological and external
effects, Conflicts between regions in planning or between reg-
ions and the nation as a whole must be solved through suitable

procedures.
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In both advanced and underdeveloped countries regional
plans, aiming at the reduction of inequalities between various
regions, have a cost in the short term. which must be paid by
the whole community. This social cost is considered to be nec-
essary as a price for internsl peace and social cohesion.

3. Integration of regional and national plans

Integration of regional and national plans is necessary
for planning analytical purposese The importance cf this point®

can be seen clearly when the regional authorities, for example,

decides on the size of a plant to be comstructed in a certain
region. In taking such a decision regionsl plen-ipakers naturally
must think of the economics of large scale production. Unless
the economic development plan of the oounﬁyqland of each of its
regions allowes bigger demand on the products of this regional
plant the choice of a smaller size for the plant which just de-
pends on regional demand will not be economically efficient and
costs of production will not be feasible . This means that the
greater precision in estimating markets which results from a
consistent set of economic development plans of aAnational st-
ate and of each of its regions is very advantagous in achieving

: . s sttt ~
jowest Unit-cost operabions and in CONServing capitale

The previous example points out the desirable results
which flow from the integration of national and regional plan—
ninge Still another aspect of the desirability of inbergrating
regional and national planning may be seen from the stand point

of the national state.
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It relates to the choices the state must make in allocating sc-
arce capital and resources among regions and projects. For ex-
ample, a mu;ti;purpase river valley development may promise
tremendous gains, yet it clearly involves government investment
regardless of the riveryalley and region considered. So do more
modest undertakings involving the construction of dams for irr-
igation and electric generation. And even a plant necessary to
‘make the cement for the construction of dams and other public
facilities may depend on govermment expenditures.
The possibilities for such enterprises in the numerous produc-—
ing sectors of an economy and in the several regions of the
nation are meny. The goverrment must not only select from among
different types of undertakings. It must also select among lo-
cations and plans and thus regions for these development pro-
Jects on the basis perhaps of agreed=upon mehtods and procedur-
es of estimating social and economic benefits and costs of all
sorts., To do this effeectively, national state economic develop-
ment plans and programmes must heavily rely on the details of
regional economic development plans and programmes. Where ade—
quate regional economic development plans and programmes are
lacking,the likelihood of success of national economic develop-
ment programmes is decreased and the overall gains from natiomal
4ipﬁestements are reduseddence the nation suffers, and since each

region is part of the nation in general the region suffers o0,
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If we look to the benifits to be gained from integrating

regional and urban planning and hence national and urban plan—

ning we find that a sound economic development progrsmme for a
region where a plant is constructed-should take into account
the numerous stimulating forces which will come from the new
plante Certain activites using the products of the plant dir-
ectly and indirectly as inéuts may agglomerate around the plant.
This localization of industrial activities in turn sets in mot-
ion urbanization forces. Such forces can import. further stimue
lus to industrialization, provided they are properly harnessed.

Tn addition, sound urban planning has one other positive

feature. It 1s becoming widely recognized that for many indus-
tries a high level of urban services and an efficient urban
plan are important location factors;important because they can
significantly lower costs of production and distribution, and
raise the productivity of various enﬁerprisesﬁ In this way far-
sighted urban planning can provide major stimulus o economic
growth and increases in welfare.

These statements coupled with the fact that according to
best estimates the urbanization process absorbs for social
overhead purposes roughly 25-30 percent of all national capital
investement and roughly another 20-25 percent for housing make
cfystal ¢lear the importance of wise urban planning in both re-

gional and national economic development programmesSe.
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Other elements involving the interrelation of national,
regional and urban programmes are significant to the economic
growth process. People live in specific localities. In these
localities most of them find their incentives. A small number
are also mobivated in terms of and by the larger regional com-
munity and find additional inventives in the social, economic
and political structure of that community. And a very few, re-
latively speaking, have still broader contacts, their behaviour
is conditioned by forees and processes related to the national
state, Sound economic development plans and programmes involve
productive contributions from people in each of these categore—
ies and thus involve the proper motivation of people with all
different kinds of prespectives and horizoms.

4.. Basic problems of regions in the

process of economic development.

Comprehensive and efficient schemes of regional economic
development must involve co-ordinating complementary actions
embracing all the activities of the region in all economic,
social, demographic and human fields.

This global approach means that the agencies responsible
for economic development must have

1) an appropriate legal structure during the preparatory
period and during the implementation of the schemes,

2) rationally organized execubive services,

3) special methods of financing.



—

a) Legal structures of regional economic

development agencies

Studies(l)during the preparatory period of the plan can be

made by commissions which can be established for this purpose.
These commissions can set up working parties to examine the di-
fferent aspects of the problem or call in the services of ex-
pert or specialized firms of consultantse.

These commissions may be official boards appointed by
the public authorities, or free associations of citizens having
no particular legal form.
They usually draw up reports which propose ways and means of
desling with the problems arising, and prepare the way for the

creation of agencies to put the plan into practicee

(1) Such studies involve 3=

a) an analysis of the constituent elements of the region,
itg demogrephic, economic and social situation and the problems
arising there from

b) drawing up a plan indicating the objectives and main
lines of action.

¢) programmes for carrying out the plan by stages accord-
ing to an order of prioritys

d) technical and economic projects for implementing these

programmes.e
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Besides commissions, study companies in the form of pri-
vate or commercial companies can be set up to work oub these
plans and programmes and to establish technical projects for
the works to be carried out.

According to the results of their studies and the conse=
quent division of labour, these companies will either be wound
up or will be converted into permanent executive bodies. In
‘this case such companies will acquire rights over the plans and
projects prepared by them in return for taking over the expend-
iture committed for this purpose.

Execution of the plan requires the formetion of the bodies

responsible for carrying out the plang Here distinction must be
made between economic development works wundertaken as part of
a single major pr@jectcz)and economic development works consis-
ting of a large number of projects and activities in various

fieldsg

(1) Formed under the civil law,
(2) such as improvement of a river and river basin, or improve
ement of a large scale irrigation and lamd development

systems
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When the economic development of a region is based on a

major work(l)9 the general econcmic development of the region

must be in the hands of the body responsible for this major
work in order to maintain a permanent relation between techni-
cal investements snd their economic exploitation and to modify
these two factors flexibly according tc the lessons of day=to-
day experience. Also to avoid too great disparity between the
scale of the works and the use to which they are put ice. to
gsave intermediate charges and ensure tull employment and maxi—
mum profitabiiity of techmical investements.

The neturs of this single body responsible for the general
cconomic development of the region differs according to needs
and also according to the spirit of the laws and cugboms of
each couﬂtryf This body can be the state, a shate institutggﬁ

(3)

a mixed company , 2 body set up by an asscclalion of local
authorities or individuals according to regulations periscribed
by law and made responsible for the execubion and management of

improvement works by a

(1) A major work which has an influence in moulding the future
of the region that the entire development plan is conceived
and carried out arcund that worko

(2) indspendsntly administersd and financed, but managed by
governméht officials under a special dscision of the govern—
ments

() A combination of representatives of the state and local
authorities togsther with privats representatives.
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govermment decisiemn, or by a private company which holds a
concession(l)grantea by the state or some other public auth@ré
itys In most cases, this system implies that ownereship of the
development works shall revert to the state on expiry of the
concessiens
When the economic development of the reglon is based on

s laree number of different activities scattered over various

fields of economic and social activities The agency responsible
for economic development must not be an executive body bubt a
co=ordinating one., Its function now must concentrste on bring-
ing thogether the various projects and activities which contr-
ibute to economie developmento Such co-ordinating bodies can be
co—ordinating instituti@nsg(a) management boards‘ >’ or co—ord-

(4)

inating committees for economic developmento

(1) the concession implies the existence of specificabtions and
¢onditions which lay down the main lines for the execubion of
the plan9 sﬁaﬁ as the concession holder's obligations towards
the govermment and the conditions for governmental intervenfi—
ion in the preparstion, use and fubure ownership of the devel-
opment werksf

(2) Whose functions are to draw up the programme of action, o
make suwe that it iz carried oubt by various competent bedies
and to adminster the budget and finance wariecus activities car-=
ried out by executive bodies?

(3) Whose functions are, the proposition of plans and programe-
mes for govermment approval, and to supervise execution.

(4) Its function is mersly consultatives
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It seems that the first formula is the only suitable one for
quickly and effectively carrying out the work of economic deve-
lopment?

25 Administrative operation of regional

economic development agencies

Economic development, in whatever form it. is applied ne-
cessarily involves three distinct kinds of problems technical
problems, economic problems, sdministrative and financial pro-
blems.

The administrative methods applied by the agencies must
necessarily be defined in relation to this fact, though they
will be adopted Ho the special needs of each specific casee

An economic development agency consists normally of a
council or board of management(l), a general directoratecg)and
special directarates<5}£ This corresponds more particularly to
the assumption of an economic development under~taking centered

upon & major technical worke .

(1) The board of management acts like the board of management
of any public or private bodye

(2) The general directorate ié the body responsible for carry-
ing out the decisions of the council

(3) Technical, economic and administrative financial director-—

ateso



