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In regional planming, we mean by a region a certain part of a country's
national territory. Putting it a bit more precisely, a region may be defined
as a geographically identified area with economic and social characteristics
which differ from those of other areas. In cther words, regions may be dis-
tinguished according to the main economic activity or activities of the ares;
thus, we may speak of an agricultural region or an industrial region, a mining
region or a region in which certain other asctivities dominate (e.g. the Suez
Canal area). More in detail, it will often be desirable toc distinguish also
between agricultural areas with different main crops, or with different social
structures (many independent farmers with small holdings, or large egtates with
hired labour), or with different climatic or soil conditions, or with different
manpowsr situation { large unemployment and disguised unemployment, or labour
shortages), with different degree of urbanization (urban or rural populatiom),
and so on.

When we make a first subdivision of the country into a number of regioms,
it is obvious that we cannot take intoc account all local differences but only
the main features of a limited number of areas. For planning purposes, it is
essential that there should be one authority in charge of the development of the
region, i.e. the region should not only be a socio-economic unit; but also am
administrative unit. In the case of the U.A.R., with about twenty governorates,
the easiest thing would be to try to organise resgional planning on the basiz of
these Governorates. However, it may well be that the Goverrorate boundaries do
not coincide with those of the socio-economic units; ideally it would be good
if the Governmorate boundaries could be adapted to the ecomomic or social
"boundaries" but this may well prove to be impossible in pravtice. Governorates
with similar ecopomic structure could be treated as one unit; they might form
a common regiomal plemning authority working for the combined Governmorates.

Why is regional planming necessary? Let us first say what we mean by
the word plamming. Planning is the deliberate and coordinated action from the
side of the government aiming at the realizatiom of certain objectives or
targets; these targets are set, on behalf and at the bemefit of the people of
the country, by parliament or directly by the executive govermmenk. The targets
or objectives are formulated with the intereats of the country as a whole at
heart; thus also the main aims for regional planning have to be fixed from the
point of view of the national (nmot the regional) interest. This will be explained
below in more detail.
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In order to ses why rsgicnal planning is necassary, let us describe briefly
some undesirable features of unplanned (laissez-faire) regional development.
First, existing differences in the level of regional development (as exprassad,
for instance, in the regional income per capita) tend to perpetuate thamaelves,
and are even enlarged very oftsn in the course of time. Differemcss in regional
per capits incoms levels may be very pronounced. A study made by the present
author revealed in the case of the South-Amsrrcan country Ecuador the followling
varistions im reglomal per capita income (the national average = 100) (1)

Thres coastal regloms & 96, 1ll, 15h
Five mountain regioms & 53, 58, 67, 87, 112
National average g5 - 100

The poorest region had a per capita income (53) of about one-third of that of the
most developed regiom (15L). It has been observed that the disparitlies between
regions are greater in less-developed than in developed countries. For Europe it
wms found that the percemtage of the population 1iving in regions with only two-
thirds of the national per capita income lsvel or less is much lower im the higher
developed countries (United Kingdom and Switzerland : a few percent ; France and
Norways not more than 10 percent) than iw the less-developed European countries
(Italy, Spain, Turkey s ome-third of the population) (2).

The fact that existing differences between regions will often be enlarged

auntomatically {if mo counteraction is taken) has basn stressed by Professor G.

Myrdal (3). The force of what he has called the "backwash" effects of the further

growth of the alrsady developsd regioms will Hamper the growth of the lagging-

behined regions. Among the factors that play a role in the backwash effectz ares

(1) Migration. TYoung and active people will move from the poorsr region to the
more developed omes, thuse leaving back the lsss-developed region with the
less dynamic and older part of the population. Those that are migrating will
also be the ones with mors sducation.

ii) Sawings flow t» the more Prospsrous region. To the extent that busingss or
, private savinge are possible, they will be iavested in the e developed re-
glon whers sxpansicm and profit opportunities are greatest.

jii) emterprises (whether industrial or commercial) located in the ecomomically
' stronger region will conguer gradually the markets of local enterprises in
the poorer region.

iv) public funds avallable through taxation are much larger in the developed region
than in the less-developed region. Consequently, all basic facilities like -
roads, water and emergy supply, etc. can be much better developed in the richer
regi:n,thgs {rducing further economic growth.

(1) H. Linnemann, The economic regions of Ecuador: their integration and development.
Quito, 1960.

(2) Economic Commission for Eurcps, Economic Survey of Burops 195k, Geneva, 1955,

(3) G. Myrdal, Ezopomic Theory and Underdeveloped Regions. Londom, 1957.
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The tendency of increasing differerces in regional imcome levels is in direct
conflict with one of the most important aims of ecomomic policy of virtually all
governmentz in today's world, namely with the aim of reducing the inequalities in
income distribution. Great differences in regional income per capita imply in
fact great differences in the income of individuals. This is therefore the first
reason wiy regional plamning is necessary.

A second argument for regiomal plamning is that the locaticn declsions taken
by individual enterprises are based on private or at least "individualistic" 2al-
culations of costs and returns, and not on the basis of socisl costs and soclal
returns. Social costs and returns take into account the external effects of am
enterprise; they reflect not only the gains and losses involved for the enterprise
itself, but also the advantages and disadvantages for the nation or the socisiy
as a whole. An example may illustrate this pdint. Supposs thaht a large new sn-
terprise (say, a bycicle factory) decides on the basis of its cost clacmiations
to build its plant in or hear Cairo. In its "individualistic" calculations it has
not taken into account that by choosing this location it contributes; in a negative
way, to the already existing problem of traffic congestion during peak hours in
Cairo, thus forcing the Covernorate to increase its expenditure on traffic im-
provements like larger roads, new bridges, more street lights and more traffic
police. Similarly, the enterprise has assumed that the flow of laboursers from the
rural areas to the city will contimue so that there is no difficulty for the enter-
prise in hiring its labour force; however; in its decision the enterprise has not
taken into account that the Govermorate of Cairo has tc build, sooner or later,
new houses for these labourers., In gemeral, all drawbacks (also in the social
field) of the continued expansion of the large agglomeration of Cairo-Eelicpclis-
Giseh - etc, will be disregarded in an enterprise’s individualistic decision.
The neglect of these extesrpal effect (im our example negative extermal effect; there
may be positive effects im other circumsiances) by the individual enterprise makes
regional plamning impsrative.

s
what the more specific aims, technigques, and organisation of regional plamning
should be. Starting with the first point, it is obwvicus that the aims of reg
planning should be subordinated to and derived from the national aims. The national
planning suthority, e.g. the Ministry of Planning, is therefore nscessarily in-
volved in regional planning as well. The difficult question is: what should be
decided upon by the Ministry of plamming, and what should be left to the decisien
of local government, e.g. to the Covernorates ? The general amswer seems to bes

tHe main lines of regional planning should be determined by the central planning
suthority (after consultation of the regions, howsver), and detailed decision{say
about individual investment projects) should be left to the regional authorities
insofar as these decisions have no "external effects" outside the region. Thess
points will presently be elaborated upon, but let us mention here already an ex-
ample of detailed decisions that can be left to local authorities, by way of illus-
tration. Decentralised decisions may bs made, for instance, on the organization

of purely local transportation, on the number of retail trade establishments, on
the establishment of small "industries" like bakeries, repair shops, and simila:
local service industries. In these branches, decentralized decisions will usually
be better than centraliszed ones.

i
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In order to see clearly how regional plamhing is related to national plamnning,
let us summarise in a few lines the plamning process for the national plan., Tdeslly,
the national plamning process starts with the formulation of the main aims or
targets of development. The most commonly found aims include (1) 2 bigh rate of
growth of income, (ii) full employment, (iii) a more equitable income distribution.,
This 1list of genral aims may includ an explieitly specified target in the field of
regional development, e.g. that at the end of the fiveyear or tem-year plan no
region should have a level of income per head more than twenty percent below the
national average. It is the task of the cemtral plamning authority to formulate,
on the basis of the recognized targets on the one hand and the maximum amount of
information about the economy on the other hand, the outlines of a national deve-
lopment plan. This national plan will have to specify, among other things, the
general rate of development of income and income per capita, and the rates of de-
velopment of the different sectors of the economy. Once these growth rates have
been destermined, the next step is to choose the individual projects which will be
executed in the various sector programmes. Before this can be done;, however; re-
giondl planning comes into the picture.

Just as in the case of national planning, regional planning will have to amswer
first of all the question what the planned rate of growth will be, for each re-
gionrindividually. This fundamental desicion depends on (a) the planned rate of
growth of the national economy (e.g. in the case of the U.A.R. this is 7.2 per
cent per year, leading of a doubling of national incomeé in ten years); (b) the
target for "regional equality"™ if'such a target has been specified by the govern-
ment; (c) the presently existing differences in regional per capita incomes;j
(d) possible differences between regions in growth rates of population = and
(e) differences in "development potential "between the regioms. This last point
may require some further explanation. It is by no means certain that all regions
are equally endowed ' with natfiral resources, equalily well-located from the point
of view of tramsportation, and so on. It is probable that certain regions are
mich easier to develop than others. If we would be interested only in obtaining
the highest possible rate of national economic development, it would be advanta-
geous' to concentrate the development efforts on the most favourable regicns, ise.
on those regions that could be developed relatively easy. But when a certain
balance between the income levels of the regions is aimed at, it will be necessary
to develop the less-favourable regions, even if this implies s greater development
effort and consequently a somewhat lower rate of growth of the national economy
as a whole. TFor the sake of regionally blanced development it will often be ne-
cessary to sacrifice some (1ittle) part of the national economic growth that might
otherwise have been achieved. It is essentially a political decision, how much
national economic growth should be sacrificed in favour of .a greater equality of
regional income per capita levels. No general rules can be given here to determin
What the social optimum solution is, but we should be aware of the fact that thers
is this possibility of a :conflict between the two aims of maximum national econo-
mic growth oni the one hand, and a regionally balanced growth on theother. It is
bbvious, therefors, that the decision concerning the planned regional growth rates
has to be takem by the cental authorities; and not by the regions themselves.

1

s (this snould take into account also the desired inter-regional migration);
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Some economists would argue, at this point, that thers are in reality
almost no location-free projects; for almost any type of activity it would
make a difference whether it is located in the Delta, near Cairo or Alexandria,
or far south in Upper Egypt. Strictly speaking, this is true; bui then
"jocation=free® has to be understood as "without great differences in produeiion
costs as compared between the regions", We may even go one step further, and
admit that there are differences in production costs (comparing different loca=
tions) which cannot be neglected., We can use now the approach recommended by
Professor J. Tinbergen in this respect (). This author suggests that we rank
the (more or less) location=free projects in order of decreasing preferencs
mentioning at the same time the region in which they could be located, A
technically identical project may now apprear twice or three times, depending
on cost differences between locations in different regionse A simplified case
may be as followss

Project Region of Location
A 2,4
B 1ok
AT i
c 1,264
B? 293
P 1,4
A" 3
E 1929304
D* 293

The projects A,A' and A" are technically identical; only because of different
locations the (sosio-economic) profitability is different. The same is true
for B and B'y, D and D', etc, Project E is apparently a truely location=free
project, In reality, this list of projects is much longer, and the number

of regions larger.

Suppese now that region 3 is the most backward area of the country, and
that it is the aim of the Government to bring region 3 to the level of deve-
lopment of the other regions (or at least to dimimish the differences in the
regional development levels), We will have to give some preference, thersfore,
to projects located in region 3, The first project, in order of priority,
located in region 3 is project B'j our objective of balanced regional deve=
lopment will induce us to choose B', and not B which is higher on the 1ist
but not located in region 3, Similarly, we will choose A" in spite of the

fact that the locations corresponding with A and A? would have led to a greater
contribution to national income, When we choose B! gshd A", the projects B,

and A and A’ have to be dropped from the list, obviously, It is clear that
we have to make a sacrifice (in terms of national income, or other targets

(1) For those familiar with Professor Timbergen'’s writing om this subject it
will be obvious that the whole setup outlined in these lectures owes
very much to his ideas and line of thought, See, €ogo, his lecture omn
Regional Planning given at the Institute of National Planning, Cairec, in

September 1963 (forthcoming).
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of development) for the sake of a more balanced growth of the regions, It
is a matter of development policy how much we want to sacrifice for the bene=
fit of greater regional equality; this can only be decided by the Government
taking into account the wishes of the population, Partly this sacrifice

may be a temporary onej once the backward region has been put "on its feet®,
a part of the disadvantages of the location in that region will disappear,
However, another part of the sacrifice may be of a permanent character; for
instance, as the majority of the population of the U,A.R, will always be
living in lower Egypt, transport costs to and from factories in Upper Egypt
will continue to play a part when national activities are located in the
southern part of the country. But then, in economic development nothing can
be achieved without making a sacrifice in one way or another,

Before finishing the discussion of the relation between national and
regional planning at the project level, two additional remarks must be made,
Firstly, it is evident from the above example that the list of projects should
ifnclude a (preferably large) number of projects that could be located in the
backward region or regionsj also, the smaller the differences in profitability
between the regions, the better it is, For these reasons it is highly desire
able that a complete Survey of the resources and development possibilities f
of each region, but particularly of the less developed regions, be made,

This type of general reconnaissance and other pre-investment work should make
it somewhat easier to develop the backward areas of a country without a great
sacrifice in overall efficiency of the production, A second remark is, that
in the present context we mean by a project or activity an individual tech-
nical unit of preduction plus those auxiliary activities that have necessarily
to be located in the immediate neighbourhood of the leading unit, Thus, in
the most complicated case (e.g. in certain branches of the chemical industry},
our concept of a project or activity would refer to an industrial complex
rather than to an individual factory; it all depends on the question how
closely the various technical production units.are related,

We have now finished the discussion of the first stage of regional plan-
ning, In this first stage, the rate of growth of the various regions has been
determined as well as which national activities will be located in the different
regions, We turn now to the problems of planning inside the region itself,
This is the second stage of regional planning, in which we have to decide where
the projects allovated to the region concerned should be established; it is the
location inside the region that has to be studies now, The main question that
has to be answered is whether the projecis to be started in the region should
be dispersed as much as possible over the whole area of the region, or instead
concenbrated in one or a few centres in the region, As far as the location-

ixed activities are concerned, there is no choice because their locatidn iz
determined by technical considerations., The location-~free activities may be
_started anywhere, however, and for reasons of equality between the various
parts of a region it would seem as if a maximum dispersal of these projectis
over the whole region would be desirable, Experience teaches us, never the-
less, that there is a limit to this squattering all over the regicno For a
number of reasons it is economically unwise to aim at a maximum dispersal -

R
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of industries., Mainly this is due to the greater efficiency of having com-
mon facilities for several industries together (transportation systems,
water and energy supply, proximity to residential areas where the laboursrs
live, etco); in general it may be said that the desirability of clustering
together a number of industries is due to what the economists call the
®externsl effects" of certain activities,

It is generally recognised today that the development of a region shouid
focuss on the expansion of a number of local centres., Such a centre might
be called a developmeat nucleus or a developmenti kernalg the well=known French
economist Fr, Perroux has called these centres ¥poles de croissance” {(growth
centres) and worked ont a certain theory concentrating on this phenomenon,
In spite of the commom opinion that regional development should fecuss on
these development nuclei, it is an open guestion how mary of these centres
there should be in every region., Apparently this depends first of all om
the size of the region, but even given a certain size {(in terms of area and
population) it is hardly possible to give a general answer to the question
how many development centres should be created or expanded,

In principle, every region {(and the nation as a whole) should aim at the
optimum structuré of concentrations of economic activity and population, Les.
the optimum or least-cost structure of cities, towns, and villages., It is
well-known that the pattern or hiervarchy of cities, towns and villages (rank-
ed according to their size) shows a certain regularity if compared between
countries or bstween regioms, But it is not at all sure that this is also
the best or optimum situation, It is a normal situation that there is one
‘bigger centre in every region: usually thiz is the region's capital, Sup-
pose that this town already has a certain amount of industry and service
activities, and a peopulation of, say, 100,000 iphabitants, In the same region
there may be, say, five centres with a population of 20.000 pecple, 25 small
towns with around 5.000 people each, and so on. As was said already before,
teoo great a dispersal of industries is not desirable, so that we may have to
choose on which existing centres t¢ concentrate our activities. It is dif-
ficult to determine, however, whether or not the capital with 100,000 inha-
bitants has already reached its optimum size, In this specific example,
most people would think that the regional capital couid be expanded still
funrther, But concerning the national capital, Cairc with its suburbs, this
is not at all certain, Actpmally, many regional economists and town planaers
would feel that Cairo has already surpassed its optimal =zize, and that the
socio~economic cost of further expamsion will be higher in Cairc than else=
where. Not only with regard to the capital should the question be asksd a:z
to what and how many activities there tc locat, but alseo with respeect to the
other towns and villages.

Research on these problems is going on in several research institutes,
but as yet the answers to the problems are still unknewn, This is particue
larly true with respect to the quesiion how big the various centres should
become , i.e. how long the growth of existing centres is allowed to continue,
and how the frequency distribution of big centres, smaller centres, towns,
big villages, small villages, etc, should be in the idesl cose, The related
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question, what activities are to be established in the centres of differen®
rank, is somewhat easier to be answered (theoretically speaking, the two
guestions are closelyinterrelatéd,and probably cannot be answered separately).
Roughly speaking, we will find in the smallest type of centre only some re-
gional activities, i.e. activities catering for the needs of the ‘local popu=
lation {and, of course, certain location-fixed activities, mostly agricul=
ture), In the smallest villages,we will find,e.g., a bakery only. In
somewhat larger villages, there is a bakery (or even two or three) and a
blacksmith, a tailor, a shoemaker etc, In still larger villages or small
towns, we find' again the same activities, plus a comstruction ar building
firm and a dealer or repair shop for electrical appliances and cars., In
bigger towns we may find, in addition to these activities, a textile factory,
a mill, a cipema, ete, Az this level, the national activities {location=
free) come in, as in the case of the textile factory for instance, Thus, it
is possible to distinguish for eagh type of town or village the "most advanced
or "biggest® type of enterprise which is characteristic for the centre,

This will help us in determining the best location of our location-free activi-
ties, As has been remarked before, the regional activities simply follow the
location patitern and growth of the national activities, because they serve

the needs of the people spending their income earned in the national activities.

The basic factors that underly the location problemiinside the region
are three in number., The first two factors are the cost of production, and
the cost of transportationm., If only the production costs would matter, many
products could probably best be produced in ore big enterprise or at most a
few working for ths whole area, If only transportation costs would matter,
production of each product would be squattered all over the area so as to be
as near to the consumer as possible, But because meither of these two cases
is realistic, we see that for each type of activity there is an optimum solu-
tion somevhere in-between, For bakeries the assumption of dominating transe
port costz {and little or no economies of large-scale production) is rather
realisticz for transistor radios econemies of scale are important, and trans—
portation costs very low, relatively. The third basic factor, which makes
the pattern of location forces even more complicated, is the existence of
external effects, particularly those extermal effects which favour a certain
ciustering of industries and population. This means, as we explained above,
that activities (of different sectors or branches of productiom) will tend
to group closely together in order to benefit from each other®s presence.

It is clear that these three factors work at the same time, and that they
determine together which hierarchy of cities, towns and villages is the best.
Our factual knowledge about the precise impact and importance of these basic
factors is still too limited, however, to make any general statement of prezc-
tical value as to how the regional planner should develop the various typss
of centres in his regiom. The possibilities for further scientific research
on this point are still vitually unlimited.

In spite of the rather unsatisfactory state of knowledge concerning the
second stage of regional planning, a2 decision must and will be taken in preec-
tice. Once the allocation over cities, towns, and villages of the activitiss
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to be performed in the region is given, regional planning enters its third

and last phase. The question to be answered in this last stage is where to
locate the activity, assigned to a certain centre, within the area of the
city, town, or village concerned, This problem is studied in what is called
ntown and couniry planning®, or city planning", or sometimes" physical plan=
ning." Several disciplires have to work together in this field of analysis:
not only economists, but also architects, engeneers, sociolpgists, etc.

have to contribute to the solution of the problem. In building new centres

or expanding existing ones, one of the techniques most commonly applied is
zoning. Zoning means that in the physical layout of the centre certain areas
are reserved for industrial enterprises, other areas for shopping and com=
mercial activities, still other parts as residential areas or cultural centres,
and so on., The relative position or situation of these areas, with respect

to each other, requires careful examination, soc as to make the centre in its
totality not only efficient in a more narrowv economic sense but also a so=
cially and culturally viable unit. Obviously the particular problems of
Zoning in already existing centres will differ from those in an essentially
rural environment. Closely related to the question of creating growth kernals
at the countryside is that of community developient,

I: will be clear that in this third phase of regional planning. e are
dealing with matters ait a micro level, The role of non-economic factors 1is
so important at this stage, that the present author - being an economist
only - feels unqualified to make more specific statements about how to pro-
ceed with regional planning at this level(lle A few words may be added,
however, concerning a matter about which the econonist has to say something
conrete, i.e. about zoning Ifor industrial development. Ex¥perience of many
countries has shown that the development of small and medium-size industry
in a certain area may be greatly stimulated by creating so=called industrial
parks, or industrial estates. Industrial estates are tracks of land equipped
with all basic industrial needs (emergy, waters local roads) and often alsn
with standardised factory buildings. They are developed in advance, with
the aim of attraéting industrialists, Their advantages for the small and
medium~sized firm are the readiness of all necessary public utilities, the
possibility of renting a factory instead of buying one, and in general all
common facilities which can be provided cheaper for an agglomeration of enter-
prises than for each factory individually, Their clustered location gives '
them all benefits of what we have mentioned before as external economies,
or positive external effects. It is particularly for the latter reason that
industrial estates could be a succesful device for bringing industry to the
smaller towns and villages also in a planned economye. Building factories in
advance may not be necessary if all industrial activities are nationalized
and run by the Government, because planning in this case is not inducive bat
directive, and the industrial firms can simply be brought to the estate by
the force of law, But the advantages to be gained from the external effects

(1) For a discussion of the various non-economic aspects, see for instance
Regional Planning: Housing, Building and Planning review, Nos, 12 and
13, United Nations, New York, 1959 (Sales No. 59 IV 7)
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of an industrial agglomeration on an industrial estate are noticeable, both
in a centrally-planned and in a mixed type of economy (1)}, Industrial estates
might wéll come to play an important part in regional planning in the U.A.R.

We have finished now our brief survey of regional planning. The main
lines of the setup of regional planning have been indicated, but no problem
has been discussed in any depth, Partly this is only natural, because re=
gional planning is still in its infantcy, both in the UsA.R., and elsewvhere
abroad, Neverthelgss, more practical experience has been obtained in seweral
countries than could possibly be mentioned here, It may be emphasized,
therefore, that much is to be gained from detailed studies of the experience
of developed countries - both the centrally - planned and the mixed economies
- as well as of less = developed countries(2). Concerning the U.,A.R. itself,
if seems as if two main problems at this stage have to be faced with respect
to regional planning, The first of these is the scantiness of the informa-
tion required at the regional level, This applies to the usual statistical
data necessary in planning, but also to the knowledge concerning developmer.t
possibilities, resources (in the widest sense of the word); cost differences
between regions for the various economic activities, and so on., The second
problem is possibly even more fundamental, It concerns the organization of
regional planning, and more in particular the appropriate balance between
centralization and decentralization., It is one thing to indicate on econonic
grounds,as we have done asbove in a tentative way,what decisions should be
taken by the central planning authorities and what part of the problem should
be left to the regional authorities, but it is quite another thing to introe
duce such a setup of planning in an existing political structure and tec make
this a working proposition. The particular conditions prevailing in a country
should be taken into account, and one of the conditions may be that, initially
at least, there are only very few competent planners at the disposal of the
regional authorities, The important thing is, of course, that there has to
be a smooth and efficient cooperation between the central and the regional
planning authorities, This requires a dedicated civil service which has the
national interest at heart, and which takes decisions based on the objective
merits and demerits of the project or proposal concerned, I feel confident
that in the U.A.R. it will be possible to work out a satisfactory framework
for regional planning on this basis.

Cairo, Septamber, 1963,
Ho, Linnemann
Economic Planning Expert of
The United Nations

(1) See, for further details, Establishment of industrial estates in under:
developed countries, United Nations, New York, 1961

(2) See, e-go, Regional Econcmic Planning: Techniques of Analysis, 0.E.E.C.,
Paris, 1961,







