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The best laid schemes o' mice an' men
Gang aft- a-gley,
BAn' lea’e nought but grief an' pain

for promis'd joy

To a Mouse Ib.39

Robext Burns, 1759.

Man doegs not cease to interest me,

when he ceases to be miserable,

cuite the contranry

that it is important to aid him,

in the beginning goes without saying,
like plant it is essential,

to water at first,

but this is in order to get it to flower,

and I AM CONCERNED WITH THE BLOSSOM.

Reflections in & slum.

Hugh MacDiarmid, 1892.



SUMMARY

A distinction is made between regional growth and regional
development given the wider and more comprehensive scope of the latter.

At ie no well defined regional development theory.

Those which have been attempted require to be adepted to real features

of developing countries. In the Latin American context, this reguires

a realisation of regional development as a process of sitructural change
whare the main spatial patterns are associated with differentials of
employment given by external demapnd and allocation of public infrastructure.
The neoclassical models tend to neglect the role of space and the inter-
cegional diffusion of innovations and technical progress. Richardson's
medelt of regional growth is more relevant since it includes a measure

of concentration and agglomeration economies in terms of urbanisation and
incorporates eguity considerations. However, the model has not been
ewpirically tested, and lacks adequate considerations of sociopolitical
and income distribution aspects. The development of locational theories,
combined with regional growth theories gave rise to models of spatial
ocrganisation and subsequently polarised development, which, although

it has cexrtain weaknesses related to planning implementation and time
spans, represents one of the mah foundations for understanding regionzal

development. The centre-periphery model, evolving from models emphasising

income inequality, 1s perhaps the most satisfactory approach to regional
development, as it combines the theory of polarised development with
incowe inequality and involves social and political variables such as
transmission of innovations and political power relationships. Thus for
developing economies, spatial crganisation, polarised development and
centre-pariphery models are more relevant, although they require adapta-
tien to the particular "structural features", especially income distri-
bution, of cavh country. Given the economic over-cencentration in the

more economically dynamic Latin American countries, policies for



polarised development and decentralisation are essential. In these

sc called "transitional" countries (Friedmanp)it is possible to apply
national and regional development policies simultaneously without inter-
ference in the developmenlt process, since the apparent goal conflict
between maximisation of national growth rates (sectoral aims) and the
reduction of regional income disparities may be solved through a multi-
objective behavioural model with the aid of linear programning. This
should be combined with a comprehensive and innovative plaaning approach
incerporating regional planning by stages. In assessing the impact of
regional policy through cost benefit analysis, equity and efficiency

togethear should be the main consideration,

The Mexican economy has experienced one of the highest rates of
growth of GNP and GNP per capita among the developing countries. However,
this has resulted in a highly uneven distribution of population and
income at a national and inter-regional level, and also one of the
highest rates of inter-~regional disequilibria following Williamson's
indexes, largely due to the surprising growth of the metropolitan arsa,
whose primacy, although stabilising after 1970, remains amcng the highest

n

in the world. The evidence supports Friedmagts core periphery model
beginning second stage i.e. core and 2 peripheral subcores. All indicacors
point to increasing regional divergences, in contradiction to the neo-
classical prediction of convergence i.e., long run tendency towards equali-
sation of rates of return on productive factors (assuming perfect factor
mobility) with capital moving to low wage areas and a reduction of labour
migration. In fact, selective migratory and investment flows have re-
inforced regional disparities in terms of welfare and employment. Furthwr-
more, in spite of the falling returns on investment and high external
diseconomies resulting from the inefficient size cof the megalopolis,
public and private investmen®t and population continue to e concentrated

in and around Mexico City. Government pclicies, featuring a centralistic



orientation, typified by the "stabiliser" strateyy, have reinforced
regional disequilibria. Until 1970, two types of regional policies

may be distinguished: gn industrial national policy which had little
spatial impact, and a regional strategy by river basins. The river
basins strategy reprecents the most decisive regional effort, especially
in texms of administrative decentralisation through executive commissions.
However, in spite of baving contributed to the strengthening of naticnal
growth, its effects in reducing cver~-concentration and inter-regional
disparities have been negligible. There is no national development
plenning in Mexico, though there is a close approximation to sectoral
planning with regional effects but with no involvement of the private
sector. After 1970, there was & reorganisation of the central planning
institution (MPP; and cf the public sector in general, combined with
diverse legal and coordinative public measures, including the elaboration
of a regional hydrclogical plan. The most difficult problems for
reglonal plaﬁning are to achieve decentralisation of the decision-making
process and to ensure adequate meéhanisms for naticnal, regional and
local coordination in the implemenﬁation of an inter-regional development

planning model.



REGIONAL PLANNING IN DEVELOPING COUNTR1ES WITH SPECIAL REFERENCE TO
MEXICO

PREFACE

One of the basic foundations for an understanding of pational
economic devebopment is provided by the more recent writings on regional
development, which stress the need for future models to incorporate
normative criteria and to adopt regional and income equity as a sine gua
non condition for national development in order to achieve better integra-
tion of spatially organised economies based on interdependence rather
than dependence (Friedmanm,1977). One can also cobserve the serious
regional inequalities that all the countries in the world experience in
their national development process, which mainly represents the well known
conflict between efficiency and equity. The preblem is exaggerated in
developing countries, and particularly in some Latin American economies

where regional development planning emerges as the only solution.

Mexico, although among the more successful developing economies has
one of the highest measures of regional diseguilibria, mainly due to the
economic overconcentration in its metropolitan capital, which is expected
to be the largest city in the world by the year 2000. Consegquently, the
country provides an appropriate case in which to test the feasibility of
a model which considers inter-regional equity as a necessary condition for
the continuation of national development within the framework of a mixed

economy .

The present work is directed to these issues. It comprises 4 chaptexrs,
the first two dealing with a theoretical frawework and the lasit 2 with a
practical case study. It has as general aims, the examination of models
of regional development and their policy and planning implications for
developing latin American ecopomies. Subsequently, an evaluation of

national growth and inter-regional inequalities in Mexico, in relation to



regional policy and plenning attempls is undextaken. This provides
the background for a discussion of the feasibilitv of a model of national

development which incorporates the reduction of regional disparities.

In the first chapter, all the gencral models and theories of
regional development are examined, and a streng distinction is made
bhetwveen regional growth and regional developmeni. The viability and
practicaiity of such models in the context of developing countries is
discussed. In this respect models of polarisedAdevelopment and regicnal
income ineguality are considered more appropyiate than neoclassical

models of regicnal growth.

Incorporation of "structuralist” features of developing economies in
the building of an appropriate regicnal development model for Latin

Amarica is emphasised.

In the second chapter, the main features of regional policies in
developing economies and especially in Latin-America are oxanined, and
the process of regional development is analysed in relation to the various
strategies adopted by the authorities in most Latin American countries.
This lead toc methods of assessing the impact of policies accoxrding to
equity criteria and emphasis is given to the feasibility in some transiticnal
Latin American economies in implementing policies which combine increasss
in national output with reduction of regional disparities., The main
constraints for policy implementation, particularly the‘highly centralised

public administration.

In the third chapter, a description is given of the main trends in
inter and intra-regional as well as state inequalities in the Mexican
economy up to 1970. A general attempt is made to apply income inequality
models, particularly, the centre-periphery model, to naticnal and regicnal

development in Mexico, following the official regionalisation of B units.



The Fourth and final chapter examines within HMexico's national
development strategy, the evolution of regional policy. 1t identifies
the goals and features of a national industrial policy and a physical-
agricultural approach through river-basins, and also the recent innovation
in regional policy concerned with economic decentralisation. The spatial
impacts of these policiles are assessed in terms of equity considerations
and economic decentralisation inveolving an overall cost~benefit analyesis
of the river basins policy. The Process of national and regional

development planning in Mexico is considered in the light of the highly
centralised public sector. Ancother aspect is related to the evelution of
regional hydrological planning uvp until 1876. Decentralisation of
decision making has led to a duplication of functions and conflicts
between different regional bodies due to the lack of coordinating
mechanisms. Finally, guidelines for regional development policy and

planning in Mexico are proposed, which consider the need for regional

equity as a basis for national growth.

The present research follows a decumentary orientation incorporating
field observations and information collected initially in Mexico and
continued in Great Britain. It comprises statistical examinaticn at a
regional level, and a general assessment of policies; using cost-benefit
analysis. Thils can be regarded as the necessary groundwork for a more

datailed study of national and regional developmeni requirements in Mexico.
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CHAPTER I

GUNERAL THEORTES OF REGLOMNAL ECONOMIC DEVELOPMENT

1. INTRODUCTION

Before embarking on practicalities, one must previously analyse
a theoretical framework because it may contribute fo the understanding
of development problems and the way public policies are implemented to
counteract them. Additionally, theories help to examine the different
foundations in which developing countries have to approach the

achievement of an harmonic economic development.

Particularly, Regional Development Theories represent imnportant
devices to analyse regional income inequalities in the process of
economnic development of all countries. Iin the supra-national and
sub-national context, regional economic inequalities are considered to
be one of the problems which must be regarded as meriting a deep analysis
by developed and developing countries. (1l). The economic, social and
mainly political implications of this situation in connection with
alternative achievement of national growth and economic development

provides a difficult dilemma for the governments.

In this way it is particularly relevant to examine the tendency of
regional inequalities in the economic development process and in
connection with implementation of public policies which hring with it

a strong sociopolitical implication to the subject.

The present theories of regional development have evolved
dynamically in respomse 0o a growing need within economic science,
although several obstacles to their success have intervened.
Historically, these theories have been adaptable to well developed
societies although at present, new models suitable to the needs of

developing sccieties may be observed. Consequently, the available



framework has shown inadequacies for regional development purposes
and obvicusly there is a need Lo devise a new theory entirely

adaptable to developing economies.

On the other hand, we should emphasise the profound regional
inegualities or disequilibria in developing countries which bring

with them serious problems, such as deep sccial inequalities, economic

and social marginality, internal cclonialism =tc. (2).

In comparison with rich countries, developing societies requlre a
more integrated theoretical approach since achievements of a movle
balanced development is associated with increasing rates of national
growth through improvement of balance of payments, land reform,
industrialisation etc. We will try to discern the main theoretical
implications in terms of regional development for the formulation of
public¢ policies of Regional Development entirely adaptable to the
inherent features of the developing economies which are totally
different from those conditions under which originally developed
countries sustained growth. Let us note the importance of this
adaptation in transitional societies such as Mexico where this is an

essential aspect of national policies.

Therefore, our intention will be to work with Regional Development
Theories rather than with regional growth theories considering that a
distinction must be drawn between the two because of the wider scope of
the former, which is similar to the distinction made between growth and
development theories at national level. Furthermore, great emphasis
should be laid on the difference between a2 theoretical framework
applied solely to intra-regional problems and one applied to wider intexr-
regional questions. However, although we can devise twoe relatively
distinct frameworks, we are guiliy of painting only half the picture,
unless we consier the obvious inter-relationships between the policies

constructed for each.



2. DEFINITION OF REGIONAL DEVELOPMENT

In defining regional development there is a real need to make 1t
consistent with the purposces of economic development at a national
level, and also to differentiate the process of regional development
from the mere achievement of economic growth, either at a national
or a regicnal level. Additionally, it 1s necessary to distinguish
this concept from that of regional economics or regional science,
although all the concepts are inter-related. Firstly, it is helpful
to exzamine this concept according to the criterion of regional develop-
ment recently adopted by the United Nations Organisation: "Regional
Development"” is utilised to designate the tasks orientated towards
distxibution of popuvlation and organisation of its activities in a given

space, (UNO, 1970).
This task:

(a) has, ag its main objective, the improvement of the

standard of living of the whole population
(b) reflects a multi-dimensional criterion for development, and

(¢) takes the region te be an essential unit of measuremnent

to the organisation of these activities

These regional development activities represent serious efforts
to exploit insufficiently utilised human and physical resources in order
to break down the structural rigidities formed by the economic problems
éﬁffered by almost all the developing coantries.. Blthough information
concerning the concept of regional development is not abundant, it is
necessaxy to consider mainly cne of the works of Hilhorst (1269) in

which he asserts that ..."By Regional Develcpment it is wndexstood that



4.
there ig an increase in the welfare of the region expressed through
indicators such ag income per capita, availability of social services
and the adequacy cf its legal and administrative sygtem.4.f. However,
in the same way as in national economic development, different
explanations should be made in order to adapt the concept to the
developed and developing econcomies. Particularly, we must note the
differcnt foundations of the processes of regional economic development

in both countries.

Firetly, regional development is associlated with a gualitative
process of socio-economic development, althcugh it should be emphasised
that it implies deep transformations and structural and institutional
changec in a discontinuous and deliberate process. In the sane way as
economic development has been associated with "growth", regional
development has these and other orientations, and it is very true, as
Sunkel mentions, that the analysis of such similar concepis of economic
development reflects ideological; nmethodological and analytical view-
points which have determined that three different thought movements
appeaxr: those which understand development as growth, those which
wnderstand it as a state or situation, (Sunkel 197}1) and those which

understand development as a social change.

The first one is comnected mainly with the definition of per capita
income, the second with the features of the underdeveloped economies
such as the existence of a generalised surplus of labour or a productive
structure scarcely diversified and finally the third one with the seaxch

for a growing participation by marginal groups through social change.

Definitely, one must consider that economic development is a wide
concepl and that it hasg meintained a diverse historical focus. According

to Sunkel (1971) ..."The concept of economic development is 'unsatisfactory,



5.
imprecise and vague', bhaving different connotations according to the
country and political focus which one wishes to apply. The general
theme of davelopment was adopted from the post-war periocd and based
on the declarations of the UNO. It was in that period that the Latin
Mmerican countriss considered that they required a deliberate effort
towards industrialisation and income redistribution. In this way, by
creating the Economic Commission for Latin America (ECLA), the economic

development theme 1s taking shape and reinforcing the concept.

Compared with other conceptual themes of development it is notice-
able that quantitative definitions are not applicable to our economies
and it is maintained that development nust infer: (a} the evaluation of
economic activity in terms of its contribution to the increase of welfare,
(b) it must consider the changes in the interpersonal distribution of
income, (c) development as an increase in the economic power of the
inhabitants of a region (Ramirez 1970) or finally, (d) development as
a sustained increase in the national product and in the per capita product

accompanied by the use cf labour force at higher levels, conquest of

strategic positions of power under an overseas control (Flores, 1973},

However, one must distinguish between a science of regional develop-
nent and a science of regional economics or even a regilonal science.
With this in mind, (Vinod, 1964) states that ..."Regional studies should
be considered as an indivisible whole, as an interdisciplinary regional

cience which combines geography, economics, socioclogy, demography and

n

political science". This approach does not preclude economics from
being relevant to the study of regional problems and every regional
study which adopts the economic viewpoint can be considered a study of

Regional Economics.

In fact, regional econcomic development as a socilal science is



i 6.
associated with many sciznces, since the universal social problem is
cnly one, although accepting diverse disciplinary focus; as Gunnaxr
Myrdal asserts ..."in reality, there are no economic sociqlogical ox
psychological problems, but sinply problems,; and they are regularly

complex". (Myrdal, 1970).

We can examine comparatively concepts of Regional analysis and
Regional Economics. (Isard, 1969) asserted that a regional analysis

is one that deals with such probleme as:

(2) The identification of those specific industries as may
individually cor in conjunction operate efficiently and

beneficially in the region.

(b} The improvement of the welfare of the Inhabitants in the
region in question, that is, the increasing of per capita

income in a more even distribution.
(¢) The diversification of production.
(d) 4vhe planning of industrial development for the region, and
(e} The best use of scarce resources of the region.

Lefebre considers regional economics as the economics of spatial
separation, which he designates as the "spatial thecry of general
equilibrium”, the objectives of which are the study of optimum decisions
on location, the motives of the concentration of producers in certain
areas, the migration of workers, the patterns of human settlements, the
development of communication networks, and other such problems of
"gpatial differentiation". (Lefebre, 1964). Although Meyer asserts that
..+ "this conception is excessively restricted, given that the problem of

decisions congidered in regional economics have always peen wider than



7.

those purely locational problems contained in the definiticn”". (Meyex

1970) .

A definition closer to the reality of developing countries is
envisaged by Dubey Vinod in his affirmation that for a complete
definition of regional economics, the following elements should be taken
into account: spatial separation, unequal. distribution of resources and
their lack of perfect mobility, and the need to 'economise®. Based on
the foimer, Vinod suggests the following definition: "The study, from
the econcmic viewpoint is of differentiaticn and inter-relation of areas
in a universe with resources unequally distributed and of imperfect

mobility..." (Vincd, Cited Ref.).

As we can see, these concepts are restrictive and their criticism
is directed towards its formal and historic character. There 1s a need,
for the purposes of developing eccnomies, to consider mainly the concept
of regilonal econcmic development integrated with an operational, integral,

interspatial and interdisciplinarxy appreach, (Ginestaxr, 1962).



3. REGTONAL GROWTH THEORIES

A, Necclassical Theories

These theories are based on the well known neoclassical school
¢f economic thought in both micxc- and macro-econcmic contexts. (3).
In this way, reglonal growth theories have adcpted many of the assumptions
of these theories in order to demonsirate the process of achieving a
general equilibrium between regions and at the same time achieving
regional convergence, In fact, there are no necclassical regional growth
theories per se, neither are there neoclassical regional development
theories, since there are only attempts to explain statically, the
situation of regiocnal convergence by means of marginal productivities
in productive factors., Iin general terms, the main assumptions of
neoclassical thinking in bhoth micro- and macrec-economic approaches are

as follows:
a. Full employment exists.

b. A general equilibrium analysis syntheses utility and disutility
elements, in cther words linking supply and demand elements to cost and

utility analysis,

c. There is equalisation of factor prices to factors marginal
productivities, In this way, wage (marginal-product cf labour) is a
direct function, and the return on capital (marginal-product of capital)

an Iinverse function of the capital-labour ratio (K/L).

d. Profit maximisation is the main objective of entrepreneurs and
under conditions of universal perfect competition, although there is an
incorporation of imperfect equilibrium (monopoly and oligopolic

situetions) in the analysis. (4).



e, lhere ils one homogeneous commodity, regularly well behaved
identical production functions with constant returns to scale, fixed

supply of labour and no technical progress.

In applyving this to a regional context, it could be observed that
given identical production functions in all regions, labour will flow
from low to high-wage regions, and capital will flow in the opposits
direction. These flows continue until factor returns are egualised
in each region. Thus, according to this view, the process of yegional
growth will be associated with & convergence in marginal per capita

incomes.

We can totally reject Neoclassical theories in dealing with Regional
Growth and Reglonal Development because the role played by space in
economic growth contradicts the unrealistic neoclassical assumptions.

In this way, we can make the following criticisms:

a. Space and transport costs limit perfect competition and even
in monopolistic or imperfect eguilibrium, the concept of space frusirates
the equalisation of productive factors® marginal productivity with
magimisation of profits. Therefore, space is incompatible with marginszl

adjustments in prices, output and location,

b. Inter-regional factors mobility does not necessarily respond

to differentials in intexr-regional rates of return.

¢. Regional Growth is a dynamic process and not a simple model of
comparative statics. The theory has given too much attention to inter-
regional factor mobility and litile to the inter-regional diffusion of

innovations and technical progress,

For regional development, and pavticularly for developing societies



where the need of comprehensive approaches appear inevitable,
neoclassical theories are charvacterised by their whole unrealism.
Firstly, wec should understand that regional development is a long~run
and disequilibried process which reguires the transition through dynamic
stages of growth, and secondly, we could reinfecrce this idea by pointing

out general features of these countries;

a. There is an imperfect mobility of productive facters assoclated
with oligopolistic and monopelistic situations. Mobility of human
resources is quite imperfect and normally adapts to patterns of capital
allocation or availability of public and social services. If we consider
flows of capital and labour, there is a tendency for both to move into the

high-wage regilons producing disequilibried situations.

b, Total unemployment of productive factors because cof abundant
supply of labouxr force {(disguised unemployment) linked to high-~capital

intensive techniques used by firms.

¢. Regional development comprises aspects of income distribution
for improvement of standards of living, and regions which experience

growth are not necessarily regions of low per capita income.

d. Clearly in developing societies, payment of factors do not
represent theilr marginal productivities and consequently regions do not

necesgarily have the same rate of growth,

e. In both rich and poor regions of these societies there are
deliberate efforts to apply high-capital intensive technigues in the
presence of abundant and low paild lahour force. Finally, we could infer
that neoclassical abstractions will fail in developing societies if we
consider that regional development. is mora importantly associated with
a process of social change linked to improvements of political systems and
where innovation and social organisation play an important role in theix

econcmic development.
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B. pxport-Base and BEconomic-Base Theories

The Export-Base theory represents a non-spatial model which links
location theory with Regional Economic growth, finding its application
in the internal-growth of a single open region although emphasizing the
dependence of its export-base on the external world. Although this
thecry represents an important explanation ¢f regional growth mainly
based on empirical research in North American regions, it has been the
basic framework for the evaluation of the Economic-Base Theory and the

Theory of Stages in regional growth. (5).

The analytical propogitions are based, in the long run, on regions
which respond to profit maximization, with mobility of factoxs of
production, full employment and are without population pressures. The
rate of growth of regions depends on an "export~base" (6) which determines
the level. of absolute and per capita inceme in a region and its social
and political features, as well as residential , secondary and tertiary
activities,. Clearly, regidns specializing in a few commcdities with high
income elasticities will have more violent fluctuations in their income
than more diversified regions, and residentiary industries, as a result
of the export-base, will reinforce this one through the development of

the region.

Dependence of a region on the "staple" goods is reinforced through
reduction in processing and transfer costs and through investment by
external suppliers of capital in the existing staple base. Although
these regidential activities play an important role, it is the supply
of labour and transfer costs, which are determinant of the akility of a
region to produce export commodities. Transfer and distribution costs
have acted ag constraints to expanding exportation markets, although their

combination improves competition with other regions. Capital is
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originally imporited into the new regions for the development of "staple®

industxies.

Demand for the regicn's exports will increase investmenlt in the
export industry and other =conomic activity and the growth of the
region's incomes will produce indigenous savings which will gpill over
into local demand activities and export industry. This will also allow
a diversification of export~basesin the region and hence the equilisation

of per capita income. (NORTH-1255).

The Export-Base theory was reinforced by Tiebout (1955) by
consideration of the impact of export-base on regional income distributicn
and the analysis of factor costs in the widening of the export-base.
Considering the difference between regional growth and ewonomic development
the relationship between export activities and residentiary activities,
measured in terms of incone orx employment, will depend on the size of the
region. Therefore, exports in the shoxt run, accerding to Tiebout, will
not bhe the only variable determining regicnal income, especially in large
regions. Oon the other hand, competition with the external market will
depend on factor costs, and in particular on the nature of the region's
residential activities in oxrdex to maximise per capita income and finally,
a decline in export activity will be accompanied by rising regional

income.

An explanation of this theory is given by a situation where an export
increase will produce a surplus which at the same time will represent &
ﬁropensity to import. This situation will generate inflationary
pressures and import substitution of activities: the former effect will
increase salaries and both effects will attract migrants. The
coentinuance of this process will bring external economies and new

industries (Hilhorst 1970).



14.

C. STAGES O REGIONAL GROWTH

Based on the export-base concept, and orviginally attributed to
Hoover and Fishexr (1949) this general theory comprises of sub-national
scale, non~spatial models which explain the process of regional growth

through development of a typical sequence of five stages:

1. A self-sufficient subsistence economy with little investment or

trade.

2. The region develops trade and local specialisation in primary goods

for export through improvements in the transport system.

3. With the increase of inter-regional trade and diversification of

export-base, there is a development of subsidiary activities.

4. A shift to general stages of industrialisation, considering the
increasing population and diminishing returns from agriculture and

extractive activities.

5. A final stage with a widely diversified regional econcmy exporiing
capital, skilled and specialized services to less developed

regions.

The model has been originally applied to the development of regions
in the U.S.A., although even in this context some weaknesses were found

(North 1955):

1. A lack of correspondence between the stages of regional grewth and

the economic history of these regions.

2. The first stage of subsistence has been insignificant and it
existed more because of the inexistence of means of transport,
rather than a non-market orientation. However, the whole develop-

ment of the region from the beginning was dependent on its success



in preoducing exportable commodities.

3. The prosperity of the regicn was based on the "staple" export and

the cofforts towards reducticn of processing and trausfer costs.

4, The shift in the staple base was due to many reasons, although
the shift from primary to industrial activities base may neithex

be necessary nor desirable.

5. There is unlikely to be a final stage for all the regions, although
a sort of balanced relationships would emerge among some, as
transfer costs become less significant and income differentials

tend to be ironed out by long-xrun factor mobility.

Many additional criticisms have been made to the evolution through
stages by a region. The theory was found more applicable to clesed
economies {Western Burope) than open economies like the regional one.

The incorpcration of the regional economy to any stage depends on being
opened and its relatcvionships with other regions at other stages (Tiebout,
1956) . However, this theory was found applicable to similar regions
possessing clear comparative advantages - "frontier regionsg" - due to the

endowment of national resources (Wrobel, 1675).

Although this theory provided basis for new improvements in the
field, it did not fit the standards of a general regional development theciy
mainly because of its mechanical -feature and its disregard of examination

of increases in per capita income (Hilhorst 1969).

In a similar way,as Rostow type models of stages of national growth,
have been strongly criticized because their deterministic character. the
regional model of stages provides fixed seguences which may be guestioned
in the light of an understanding of the economic development process.

Essentially, in regional development there is a real need to integrate
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very deeply, any important variableswhich are suitable to the require-

ments of regions with different rates of growth.

In developing economies where the imperfect endeowment of natural
and human resources are an outstanding feature, it is irxelevant to deal
with a model of stages. Possibilities of development of well~organiséd
agricultural or extractive regions,could support alternatively indus-
trialisation processes in other regions where there are more comparative
advantages. When we incorporate planning as a way to achieve an indvuced
regional growth, it would mean at the same time,focussed or deliberate
effort towards industrialisation or other approaches, Mainly dependimk on
the particular resources of the regions, and the reguired multiple
purpose strategies which vary with long run and resources;and we can

expect jumps from one stage to another.

D. REGIONAL GROWTH MODELS: SIEBERT'S AND RICHARDSON'S MODEL

Nowadays there is not a great variety of regional growth models;
the first models were developed as a result of the BAmerican experience of

regional growth and with strong neo-classical flavour.

In spite of having been classified as spatial econonic develcpment
models by some authors (see Keeble, 1967) we should agree with Richardson
that such neo-classical models disregard the role of space in economic

growth as well as social and political considerations (Richardson, 1970j.

In this way, the original growth models have featured non-spatial
and neopclassical elements,and they have been orientated towards explaining
e
regional convergence. (7). Therefore it is not necessary teo rq&aluate
these models, having described them before, on the contrary, we are

trying to compare them with new trends in regional growth, such as

Siebert's model (1969 or Richardson's model (1970).
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Siebert's model, although belonging to a type of regional growth
models, would be c¢lassified as a regional income inequality model
with the involvement of space in regional analysis. Despite its
quantifiable background, the model's applicability to a developing
gsociety is doubltful in terms of policy implementation. The model
considexrs for the first time, the guantification of regional income
differentials in the process of economic growth and the xole of innova-
tions in spatial development. It also follows the "economic base"
approach (discussed above) as well as producticn linkages and regional
transmission of growth. The theoretical framework is founded upon a dual
hypothesis system which outlines the growth of regional income in:
a) a closed region and b) an open region, The analysis focusses upon the
"internal growth determinants in both the demand and supply sides, their
effect on regional product and the spatial structure of the economy, in
terms of polarisation. The introduction of spatial elements cope with
the problem of regional delimitation, and the spatial inci..dence of demand
and technical knowledge. By examining inter-~regional factor mobility and
commodity movements, Siebert then discusses interaction between two
regions. Following this he integrates these two elements and used them
to explain inter-regional growth differentials in the form of 18 theorems
degigned to spotlight the nature of relaticnships between various operating

factors and the inter-regional growth differentials (Siebert, 1970).

THe new regional growth model elaborated by Richardson {op.cit.)
provideg an original attempt to integrate space and distance into the
analysis of the regional growth differentials. In this way, the model
explains the phenomena of concentration and agglomeraticn in the space
economy, and their force relative to dispertion tendencies. Evolution
of the space economy is explained through a substantiél number of nodal
points, such as pre-industrial cities or concentrations of resource-

orientated industrial installations. The irregular and distorted



structure of the econcuwy affects the number of uvrban centres in a
region, which in turn influences the inter-regional spatial distribution
of industry and population, and subsequently the total agglomeration

pull.

Growth in naticnal employment is mainly concentrated on expanding
tertiary industries located in metropolitan arceas. Growth in service
industries may be an index of agglomeration economies in this model,
and they may be related to the spatial concentration of people in urban
centres, consequently agglomeration economies are a functiocn of population
and they should be measured through variations cof urban centres.
Additionally, a region's agglomeration economies are assumed to be a
function of the size and spatial distributions of its urban population

centres.

Measurcment of agglomeraticn economies all based their division in

categories:

1. Social agglomeration economies.

2. Household agglomeration economies.

3. Business agglomeration econonies.

We can observe in the model non-econcomic variables which influence
the spatial distribution of activities and regional rates of growth, and

hence the emphasis in social equity is quite relevant.

The model is characterised by:-~

1. Locatien constants imposing constraints to agoglomeration economies.

2. The areas growth potential depending on its internal mobile

resources and the capacity to attract others.
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3. Incorporation of agglomeration econounies, external economics of

scale and indivisibilities.

4, Tmportance of non-monetary locational preferences,
5. Reduction in transport costs and flexibility of the transport
system.

6. A high degree of locationzl inertia.

=

7. Investment dscisions as critical forces.
8. Determination of technical progress.

In this context,efforts are made to structure the model in 2
testable form, while the problems of empirical verificetion and the

policy implications of regional growth theory are alsce discussed.

The lack of testing so far, is based on the shortage of data and
the conviction that such testing would be premature and that alsc some

of the variables present sever difficulties and measurement problems.

In connection with regional development, this model provides one
of the first attempts to consider dispersicn indexes (agglomeraticn
economies, external economies, etc.) in a consistent model of regional
growth. And additionally, social equity is measured through social and

pelitical variables.

If we consider that this model explains agglomeration economies
through urban population conc¢entrations and that regional dispersion is
analysed in developing countries in terms of imperfect labour mobility,

the validity of this model will be reinforced.

Perhaps, from our particular point of view,the main weakness of

this model,is its lack of empirical verification and the difficulties in



20.

gualifying sccial and political censiderations. TFor regional develop-
ment purposes there is a disregard of appropriate measuvements of social
inceme inegqualities corresponding with regionzl income distvibutions

in oxder to achlieve social equity.



4, LOCATION THEORILS

Any examination of regional development mast start with an
understanding of the spatial elements in which the Classical locational
theoriece reprecent the first attempts to treat space in the economic
context. (8. Regional development represents an interregional macro-
economic approach in contrast to the micro--ecopnomic classical Jocational
theory, however let us emphasise that most of the basic assumpitions of

the former are based on the original ideas sustained by the latter. (9).

Nevertheless, the new models of spatial organisation {(10) and other
models have made impoxtant contributions in linking static locaticnal
theory with a dynamic interregicnal analysis, incorporating space.
Consequently, a joint review of the theoretical instxumentg of
location will be examined bearing in mind the main purposes of regional

development.

Considering the evolution of Jocation theory through a sectorial
approach and in the light of regional development three stages could be
distinguished: agricultural location, industrial location and Models of

Spatial organisation., (11).

A, Agricultural Location

The genesis of the theory of agricultural locaticn is represented
by Von Thunen's descriptive Model (1826) which provides one of the most
important locational foundations. (12). The assumptions of the model
are: 1) a uniforwm plain with egual potential for agricultural producticn
surrounding the city; 2) the central city as the only market for the
gsurrounding field; 3) one means of transport, and transport costs
proportional to weight and distance; 4) the existence of an isolated

state; 5) maximisation of profits by the former with adjustments to the



22.
needs of the central market.

The model considered the relationship of the following factors:
distance to the market; prices receilved by the former fcr theixr goods;
and finally, land rent. In this way, agricultural cultivation and
theix xespective prices will depend on the cost of transport to the
market, giving use to five concentric rings around the city in which
perishable goods will be cultivated in the one neavest to the city and
a fifth zone further away will bes assigned teo hunting, having low trans-
port costs. Land rent was defined as the returns from investment in
land and distance to the market, assuming all factors influencing
agriculture to be constant. The law of area retuins determining uses
of land, and as & result, the producticn with greater area returns will

be located nearexr te the market.

von Thunen's proposals are no longer adaptable to the contemporary
features of an econcmy subject to diversity of innovation, moblility of
factors, changes in transportation, although they have the validity of
considering for the first time the space factor in agricultural location

and economic analysis and also providing the foundations <f the

marginalist thecry. (13).



B, Industrial Location

Locational principles have evolved through the partisl equilibrium
of the firm with the inevitable assumptions which gave rise to a theory
of market areas framing a theoxry of general eguilibrium in location.

A preliminary background was sustained with regard to regularities of
the least-cozi industrial locaticn (Weber 1909) ., The main assumptions
were: 1) raw materiels were to be found in a limited nuwbexr of areas;
2} consumption centres(are of a given location and size and the market
is made up from a numbexr of separate points. Conditions cf perfect
competiticon without possibilities of monopolistic advantages;

3) labour is in several fixed locations such that it is immobiie and
of unlimited supply at a given wage rate, The determinant factors of

industrial location were:

a. Transport costs as a function of weight carried and distance

covered.
b. Labouxr costs
¢. Agglomeration tendencies.

The analysis proposed the application of gencral eguilibrium focus to the
problem of location as a need towards a "general theory of the local
distribution of the econcnmy". It is recognised that the general problem
of distribution of factors of production may be considered as a problem
of substitution, and the aspect of location may then be undertaken as a
specific problem of substitution. Therefore, the general theory of
location is deducible from the application of the substitution principle

in the utilisation of certain groupings of productive factors.

From the beginning of its development, general equilibrium theory

has reduced the world of economic activity to one point, since the cost of



the transport clement is generally ignored, and the factors do not
possess perfoect mobility, the relevant problens are then the distri-

bution of factors between several types of production.

The locations are given by substitution points of the groupings
of productive factors, in other words by the relationship between the

exploitation of soil and local expenditure of capital and labour on

the one hand, and by the relationship between local expenses of capital,

and of transporit on the other.

A new tendency is given by the elaboration of a general theory of
location with demand as the major spatial varxiable (Losch 1939). The
theory of location is transformed into a spatial economic theory which
also includes a theory of the economic regions as well as the analysis
the spatial problems of the division of labour of commerce. A general
equilibriun system was produced through a set of cguation systems

describing the interrelationships between all locations. (14). This

of

theory rejects the least cost approach and sesks the industrial locaticn

at a point where there is a maximum profitability. In this way, the

model must Ffulfil the following requirements:

1. Advantageous individual location

2. Multiple production locations

3. No abnormal profits

4, Small areas of supply, production ox sales

5

Indifferxence of consumer prefarences at the boundaries of

market areas.

Considering these conditions and the gradual competition the model
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reducas the markelt areas to an hexagonal system which fulfils the
requirements of highest demand and minimisation of total distance.

Some of the restricting assumptions in the model are relaxed in order

to cover the effect of pricing policies or maximisation of the number

of separate enterprise in the size market. The eguilibrium of the
Jocations is dominated by two tendencies: that of the individual economy
towards "maximisation" and that of the total cconomy towards "maximi-

sation of the number of producers".

One of the main weaknesses of this model is the lack of considera-
tion of spatisl cost variations, and cost factors too arxe repvesented
only through transport costs and agglomeration advantages. Finally,
this ideal system of location could only be brought about by the State
direction and not mercly by market forces in a capitalist economy
(Greenhut 1956). There was a shift towards the necessity of integrating
the different contributicns inte a genevral theory of location, not only
of this theory with that of international commerce, but puting this
general spatial theory on a basis capable of reducing the questibn of
internatiocnal commerce and location to a commeon denominator. This would
be able to deal with issues of economic regions, land usage, urban
structure and interregional traffic; and in addition, point out the
importance of connecting spatial analysis with economic analysis towards

a dynamic general equilibrium.

The new model joins mathematically, the Weberian theory of location
with the inclusion of the Loschian hexagonal market systems and with the
classical principles of agricultural location. However, the equilibrium
conditions are mainly in the economic principles of substitulion.

(Isaxd, 1956). According to this model, the principle of substituiion

. ang.
emerges as one of the best analytical teoolse for a general theory two
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types of substitution relationships are consideraed:

(1) The traditional, which is the substitution relationship
betwean costs of production and trensport and the returns expresssd
2 E P

in terms of marginal rate of substitution.

(2) The relationship between different inputs: distance -
input or transportation - input defined as the physical cost of trans-
port of onc unit of goods for a unit of distance (ton/mile); the

capital -~ input,; the land - input, etc.

These instruments permit Isard to make extensive use of 'input -
cutput' matrices for spatial interdependence aims. The model has
evolved through consideration of the intexrdependence of locations (15)
via game theory and analysing demand situations with spatial competition

and agglomeration economics. (lsard, 1969).

One of the main criticisms of the Location theory is given by its
micro~economic approach to the equilibrium of the firm when regional
development is associated with a general macre-—economic equilibriue of
regions of a country. The theory also only provides a comparative
static analysis neglecting the time and historic factor which is relevant

in the dynamic process of regional development.

The abstract and general assumptions of the theory: economic
rationality, complete information, perfect competition {although the theory
recently incorporated the imperfect analysis situation), and mobility, etc.

are completely inappropriate for developing countries.

The theory does not offer an integral approach since efforts in
industrial location have prevailed over agricultural lccation (this has

been surpassced by the models of spatial organisation) and developing

countries, on the other hand, face problems of integration of traditional
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sectors with industrialisation towards regional development.

It has been pointed out that in developing countries there are
differences in information involving uncertainties, knowlédge of
opportunities, technical and managerial capacity and supply and there
is not a spatial distribution of information in the hinterland. The
transport networks and concentrations of markets are based in the expoirt-
base of primary products which determines demand and income concentxated
in coastal areas, therefore location is more concerned with externalities
than transport inputs. (Alonso 1968). In the same way, transportation
time and personal lecation preferences of managers and technicians
coupled with the difficult analysis of external economies due to
communication constraints mean that the theories have to be adapted to
meet these features in developing countries, Public companies conversely
are orientated towards national welfare purposes and thus because of

their interest in balanced developunent, locational principles often are

not applicable. (Ibido cit.).

Additionally, classical location is more concerned with the firms
profit maximisation within perfect competition whereas in developing
countries there is more need to adapt location to the national political
economy through adequate planning mechanisms in order to balance the

development process.



C. Models of Speatial Organisaticn

These models focus on the distributional order of human activity
(in its totalily) in ¢eographical space, and on the influence of
systepatic factors which guide or direct the locational inter-relations
of human activity. In contrast to the static equilibrium theories,
these models euphasise historical structures and inter-tewmporal relation-
ships in the evolution of new structures, (16) and they represenit an
attempt to link the classical location theories with regional growth
through "structural characteristics of a system of point locations™ in
different peariods of time. Additionally, ocne cf the main alternatives
for the understanding of regional development is given by the concen-
tration of a medel of spatial organisation linked with polarised
development theoxry. In other words, the connection of growth theoxry
with a dynamic theory of location - which in real terms doos not exist -
vould give rise to a theory of polarised development. which is related
to a hierarchical system of growth centres. This in turn is 1inked
with the theory of central places which can alsc be regaxrded as a
symbiosis between the theory of spatial interaction and the theory of
central places within the framewoxrk of urbanisation. The basic elements
of these theories can be reduced to: the demand for space, indivisi-
bilities and economies of scale (which result in concentration), and
transport costs (which result in dispersion). It is hypothesised that
economic units tend to internalise external economies and that the cost
of technical dis-economies will be distributed to the entire community;
human activity will thus be distributed throughout various agglomerations
large and small, based on agriculture and other activities which will
be determined by raw material sites, traffic ranks and historical
accidents. Prices and expenditures will be due to the partial concen-

ration of activities in cities of various sizes: and finally, urban



centres would have the advantage of greater local markets and of cexrtain
agglomeration economies of production. Conditions for equilibrium

in these models are: {(Hermansen, 1871)

1. Maximisation of profits and utilities by firins and house-

holds respsctively.

2. Supply must equal demand and payments must egual receipts.

(Hermansen, 1974).

These models examine the interchangeability of regions incorporating
non-economic elements, regions then, are open subsystems and the models
highlight the intexrdependence between national development with structure
~and evolution of spatial subsystems, in other words, the effect of
economic development on spatial evolution and vice versa. (Von Boventer,

1962 and 1964).

Additionally, there is an involvement of the decision making
process with the building of spatial organisational models (based on
Perroux): it is hypothesised that there is a correlation between the
orgaenisation of a country's decision making process (which refers to
the power/hierarchy structure} and the size distribution of its cities.
The spatial system is defined by the relationship between subsystems,
one acts as the dominant subsystem whilst the others fowm the periphery.
The dominance of the centre over the periphery will eventually, by means

of trade, lead to political integration. (Dunham & Hilherst, 1971).

The Classical aApproach in these models {17} considers general
assumptions related to the existence of a homogenous plain with unifopn:
agricultural conditions, natural resources, density of population,
preference of consumers and tachnigues of proeduction, also, producers

and consumers minimise the costs on the basis of production and utility
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functions respectively within hexagonal markeis, The anslysis concerns
the identification of the spatial distribution of firms with differen-

tials in transport costg, demand, and econcnies of scale.

Based on Von Thunzn's analysis, Christaller's model examines the
principlaes on the size, number and distribution of hwnan settlements in
the context of dependence and interdependence of spatial econcmic unitez.
In this way, the model considers lnwman activiiies organised in tri-
angular networks and centrally situvated within the hexagonal. commercial
areas outwith transportation routes serving the systenm, Ceptrality is
cconomically given by the existence of central functions in a cenitral
place, providing central goods, services and trading functions with @
complementary reglon which represcnts its hinterland. (18). Within
the organisation, central places of lower category are important centres
of the trisngles formed by central places of immediately superxior
category. Iin a vertical way, and within a pyramidal hierarchy, the
centres of superior category provide all the products that the centres
of inferior category need. As a result, prices of central goods are
a function of distance and changes in supply locations, although consider-
ation of explicit (systems) patterns of distribution a&nd income distri-
hution is also necessary. Additionally, there are limits for central
goods depending on the range of distances and the relationship between

size of the region and real demand.

Losch's Model (L939) considers the complementary assumptions of
minimisation of censumer movement and limitation of a firm's profit-
ability and also is characterised by an arrangement of central places
which is based on total production of goods in a higher centre, real
specialisation, concentration of cenltwes wherc superior centre is larger

thaen the othiers. In urban rich sectors, the size of centres increases
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with the distance frowm the central place and fimally, the distribution
of size is continuous. The model consists of a general description

of a system with relationships between central places and nests of
hexagonal shapes of complementary regions. Fach system covers deriva-
tion of demand cores over areas for goods with a uniform purchasing

power distribution in the complementary rzgion, and there is linkage of

transportation routes among cities and central place.



The Christaller model has beth a micre- and macro--economic
character, The limitations of the model are that it dces not permit
further specialisation between contral places noxr division of labour
except that which is translated in the fact that the centres of greater
category, proportion products to those of inferior category. Losch's

model iz ope of spatial specialisation, localisation and commerce of

products, rather than a model of general spatial organisation.

Thoe difference in focus rests on each model's point of commence-
ment., Chvistaller starts with the products which have the greatest spatial
deficit (ilmmobile services), developing an organisation from the top;
conversely, Losch begins at the lower extrems with the products which
have the least spatial deficit (transportable products) and the organi-
gation derives from the bottom. In the two models there is little
importance placed in agricultural costs because of the deliveries to

centres and transport of agricultural products.

on suppositions, Losch's model contributes to spatial specialisation
and to commerce between centres, giving rise to & very complex system

ox market areas.

A new model was formulated whereby the problem cculd ke separated
into two parts, by first determining the distribution of the sizes of
the centres and its industrial composition, and then localising the
centres. In this model, the problem is that of minimising total trans-
port costs although it considers the need to introduce some additional
assumptions regarding the location of centres and the measurement of

transpoxt costs.

It has bezen pointed out that all the models are essentially static



and not historical and they do not include inter-temporal links
(positive focus), and they do not mention how they operate from the
point of view of total cost (noxmative focus). And also, thatb they
achieve thelr true optimum patterns, they would have to react to a
certain type of planning if in this context, Friedmann‘s model is
distinct because it is directed to conditions of developing countries,

dynamic and with verbal qualitative affirmation. (Hemansen, 1971).

A new model (Von Boventer, 1962 and 1964) analyses the economic
interdependence which determines the spatial organisation of economic
activities, focusing especially on the interplay of internal and external
economies, transport costs and the demand for land as beinyg the most

influential economic factoxrs.

The framework is based on an amalgam of location, foreign trade and
spatial structure theories with the results of input-output studies.
His theoxretical grounding is a combination of certain regularities
{input-output relations) and certain spatial interdependencies, and the
individual flexibilities of locaticnal choice, with additional consulta-
tion of the regularities and systematic shifts in technology and consumelr
preferences. The model refers to systematic variaticns in space of
production technigues and the sizes of industrial plants, shopping
centres and communities, as well as to regularities in the spatial
distribution of settlements. Where a region has an even population with
Jow mobility and the spatial distribution of production factors is

and alse s

irregular the locaticn of primary and secondary activities. (Von

Boventer, 1964).

A new model - although it has been totally develcped - argues that
the lack of integration of urban and regional econumies is due to the

disregard of intra-regional spatial differentiation, in concentvating
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in the wore traditicnal and orthodox approaches, and in an isolated
treatment of cities neglecting its crucial relationship with the

region. (Richaxrdson, 1973).

P

This model distinguishes the following processes in economic

growth:

1. Polarisation of national economic development, although there
is diegpersion of economic expansion into other regions promoting the

integration of national growth,

2. Within each region there is concentration of activitieso into

a limited number of uvrban areas.

3. Within each metropclitan area, there is a decentralisation

of cconomic activities.

The process of cconomic growth in the space economy is nnderstood
as a decentralised concentrated dispersion. This is the phenomenon
which an acceptable regional growth model ought to explain, and this
must not be at the expense of weakening an analysis of the determinants
of the non-spatial aspects of growth, i.e. the rxole of growth in factor

inputs and the rate of technical progress.

7The following assumptions are made in this approach:

1. Incorporation of the scale and absocrptive capacities on
urban labour markets; agglomeration economies, distance and mobility

costs, housing conditions, leisure and cultural facilities.

2. There is the spatial transmission of new techrnical knowliedge

(innovations) .

3. Agglomeration and external economies yill attract labour,
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capital and managerial talent tc regiong, cover and above their effects

in cogl reductions in producticn.

There is & common understanding in mény countries that the spatial
concentration of economic activities in a region ig much more efficient

and has more growth than a more dispersed pattern.

The relationships between regilonal and naticonal develorment are

summarised as follows:
L. The onset of industrialisaticn is only in a few regions.

2. The dispersion intoc other regions in the national development

context.
3. Growth within regions tends to be spatially concentrated.
4. Decentralisation tendencies exist within metropolitan centres.

The theory derives its assumptions from the four stages cf Friedmann
and from Kaldor, teking into account, political pressures to imérove
lagging regions, the existence of disagglomeration economies and finally
the theory uses the work of Hansen to support the dispersion tendency
and the reinforcement of polarisation in each region.

at
The model emphasises the need to consider a disequilibrﬂgd spatial

process (irregular and distorted spatial structure), explaining the
evolution of the space economy in a subsfantial number of nodal points,
such as pre-industrial cities or concentrations of resource~orientated
industrial installations. This is justified by the intra-regional
spatial distribution of industry and people through a base wmeasurcment
of agglomeration economies. This is based on interconnection between

the concentration of national employment, the expansion of tertiary
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industries, the metropolitan area and on the concentration of population
(taking agglomaration econonies as a function of population). Therafors

a region's agglomerstion economies are assun=d to ke urban population

centres, The model points oulk the nccessity of making a division of

agglomeration economies: between social household and buginess agglomera-

tion, etc. (See Part 3.D of this chapter).
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Criticism of Location Theories

Tha importance of sgpatial economics has not been emphasiscd by
contemporary economists and many theoretical models still have as a
point of departure the absurd situation of an econcomy in which all the
factors of producticn and producers, merchandise and consumers, are in

effect congregated at one point.

With economic development, the uses of space are extended and
intensified both horizontally and vertically. Locational structures
are transformed, drived by the combined action of two forces which have
different origins; on the one hand, innovations and on the othexr, a
change of omphasis from activities based on extractive resources to

activitices based on the market and services.

Certein locational structures act principally as "areas of supply”,
while others operate as "areas of demand". The areas of demand play
a more important role in non-agricultural location, and thosge of supply

in agricultural locatiocon.

The setting, size, organisation and the quality of technical progress
of a market determine the use of space and how it takes advantage of its

physical. qualities in the whole sphere ¢f influence. (Flores, 1961).

In this way, the main theoreticians of location created and started
the main branches of spatial economic science: the actual location theory
and regional economic scilence, a very new science which is currently in

a process of accelerated development.

We have observed how the classical theories of location have evolved
from bagic principles of spatial alleocation of production, and markets,
territorial division of work until complex models of spatial organisation

which attempt to provide the next step towards a theory of regional
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development. It is in this contexl where we should review the classi-
cal theory and mainly in connection with the reed to assemble a regional

model of development clearly appropriate for developing econcmies.
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5. REGIONAL POLARISED DEVELOPMENT

The theory of polarised development prescunts one ¢f the cleosest
approximations of regional development, ii is especially useful due to
its integral approach, its inter-disciplinary applicability and its
value in policy formulation. The adaptability of the theory to the
diverse conditions found in developing countries makes it invaluable

on both theoretical and functional levels.

Although the theory has its roots in the French Classical school
much subsegquent diverse worxk has been carried out which has freed it
from its original limitations and given it the comprehensiveness and

consistency reguired by the construction of a "theory".

Consequently, the mwain concern in this part will be the relationship
between polarised development and regicnal development in the context

of an appropriate approach for a developing society.

A, Classical Approach

The classical theory bhased its theoretical relationship on the

classification of mainly three types of economic space. 1) Economic
space as the contents of the plan; 2) Econonic space as a field of
forces, and 3) Economic space as homogeneous aggregate. (19). Making

a distincticn between economic space and region,

the theory defines the
latter as a necessary continuocus space aﬁd not related to economic
space, Subseguently, the notion of "growth pole” emerges from the
fact that "growth" does not arise everywhere at the same time... "It
is observable in points or poles of growth of different intensity; it
expands through different channels and with variable terminal effects

for the economy as a whole". (Perroux, 1950}.
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The relationship hotween the ‘key industry’ and growth is relevant,
the formeor is that which produces 'induced efiects', that iz, actions
affecting other units positively {in other words, a 'key industry' is
that which produces external economies). These key industries operate
over "the global output of the economy" in three different ways.
Firstly, a net increase in total output, would be generalised on the
basis of anticipaticons cn the building of a key industry. Secondly,
if all factors employed are supplicd wia 'substitution' then a net
increase will also be generated on the global cutput, and thirdly, some
of the factors employed are subtracted from previoug 'circuits' with
loss of productivity in some sectors,; but giving a good positive result.
Related to the concept of the key industry is that of ‘demination' which
iz defined as the reversible or partially reversible 'influence'® which
a productive unit exercises upon another, Its effectivenass is due %o
its size, ite negotiation power, the nature of its activities or its
membership of a dominant activity =one. Ffurther, the gap between the
key industry and its area of influence will tend to generate an accumula-
tive process of increasing domination. In terms ©f geoeconomic space
the dominant and key industries will generate agglomerations, wherever

they locate themselves.

dhe analysis of industrial complexes is also undertaken. These
are not simply agglomerations of intercoanmunicated industries and in a
proper study it is necessary to introduce.the following elements:
1) the key industries; 2) the non-competitive inter-relationship of
the complex; 3) the factual territorial agglomerations. In general,
industrial complexes have unstabilising features since they are a

coubination of oligopolistic firms.

The third element introduced by Perroux is that of territorial



agglomeraticon which is an industrial complex pele, geographically
agglomerated and vndergoing growth, where intensification of economic
activities are obsexrved as effects of proximity and human contacts;

this agglomeration, by the very existence of these functional inter—
dependences, generates "ayglomeration economies", In general, these
external economies are very important in the small conglomerations and
they ilncrease with the emergence of new enterprises and with the increase

of population, but they may decrease and even become negative economies.

In relation to the economic and geographic aspects of the growth

poles, the following points are asserted:

a. The forcus is on the economic activities, concerned with the
export of geods and services of its respective economic system in the

=

geographic space,

bh. The focus is also on growth activities, which represent in

any system the spearhead of economic development,

Geographically, the growth poles are considered as centres for the
generaltion and spatial diffusion of innovations. These innovations may

take technical, oxrganisational, cultural and sociopolitical shapes.

A growth pole could be quantitatively identified in the following
terms: &) the volume of production of the pole should be at least 5% cf
the returns of the corresponding economic system in the geographic space;
b} the pole would have to demonstrate a permanent growth coeffiicient which
would be superior to the rest of the economic system in the gecgraphic
space; ¢) the economy of the growth pele must be geographically concen-

trated and have extreme internal independence.

Consideration of geographic and regional aspects of polarised
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development, previocusly neglected in the literature, was initiated by

Boudeville (1966) who distinguished threc different econocmic spaces.

1) Homogeneous space, where each constituent part has relevant

features as close as pessible to the others.

2) FPolarised space, as self-reinforcing heterogensous space with

exchange of goods conecentrated in a pole,

3) DPlanning space, more of a planners tool in achieving policy

obhiectives.,

As the "Growth pole” notion was replaced by "growth centre", a polarised
reglion was redefined to be a heterogeneous and continuous space localised
in geographic space, with its constituent parts intexrdependent from

complementary and interplay relations around a regional centre of gravity

(Hexrmansen, 1970).

Despite these developments in Growth Pole theory, the main weakness
of the classical approach is in its emphasis in abstract economic space

and lack of consideration of geographic space, historical usage, normative

-

criteria and location issues. At the same time, there is a superficia
identification of "growth pole" with the effects of power industries,
but thie conception is derived from a lack of semantic clarity. (20).
In addition, the theory does not satisfactorily explain; the origin of
propulsive industries, the analysis of oligopolistic dominant firms, the
historic inter-gpatial relations and, does not give explicit criteria

iy regiomal policy. Moreover, the theoryv does not clarify the relaticn-
ship hetween area and function; neither does it not differentiate between
'key'! regions and the overall hierarchy nor between them and the hierarchy
of economic systems in the geographical space; and fiinally there is a

feasibility for the key industry to remain in isolation instead of



genexating cexlernal economies. In & developing context there is a

risk that key industries characterised by capital intensive technigues,

disadvantages location in agglomeration areas, associated with

distorted flows of firms profitebllity, would aggravate the regional

welfare distribution.
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B. Polarised Development

The theory has been refined in-a morxe dynamic, compl'ehensive and
integral dircction, with inter-spatial and inter-sectorial linkages,
interdisciplinary (mainly social and political) and historical factoxs
in development, providing a more normative content in the light of
interest in pelicy formulation. A preliminavy attempt at generalisation
is mode, measuring polarisation through diversc Static and dynamic
effectsagéfining four types of polarisation: the technical, the income,
the psyvcholeogical and the gecgraphical (21) and though alternatively,
the interconnectivity of firms through forward and backward linkages

ranking industries selectively. (Hirschman, 19E8).

~

The theory makes a shift towards consideration of econcomies at
certain levels of development as spatial systems with one ox more growth
poles (interdependent economically concentrated activity areas)

exerting a decisive influence in the system's economic development -

or the subsystems referred. Therefore, the spatial structure of supply
areas, markel and production areas, econoumic decisions, and consequently
the permanent economic returns are controlled by the Growth Poles.

These systematically transmit impulses of economic change through their
dependent economic systems in the geographic space, Consequently, a
hierarchy of Growth Poles (world, national, regional, sub-reglonal or
superior and inferior poles} is based on the dominance function of
historic Growth Poles as centres of supply, production, consumption and
centres of power throughoup the spacial system (22). As a result,
érowth Poles of the same hierarchical orderx neceésarily share the systen,
although these corresponding to high level economic systems would have
more greater sconomic change and superior Growth Poules would have more

autonomy in their economic development.



A more general and integral attempt which includes sccio-
cultural and political variables and also has a normative criteria
is achieved through the explanation of systematic inter-rclations
between development and space, in other words, of the development
process in its spatial dimensions. This general theory of pole
development is distinguished from traditiconal growth theory bacause
it regards growth as a function of inpovations in spatial structure
systems and alsc because it establishes a relationship helween theories
of social change and spatial organisation. (Friedmann 1972). it ie

rossible to examine it in five sections:

1) Developnent is distinguished from growth and is characterised
as an innovative process leading to structural transformations of social

systems.

2) Existence of conditions in urban systems favourable for

innovatione.

3) Innovations linked with power and authoxity in spatial social

aystens.

4) 2n analysis of authority - dependency relations in a spatial
system, mainly the relationship between the centres of innovative change

which are called CORE REGIONS and their dependent Periphery regions,

5) The Core Periphery relationship is generalised to an hier-
archical order of spatial systems including the world, the multinational

. . . al . .
region, the nation, the sub-naticn region and the province,

In dealing with the relaticnship between growth poles and regional
development, there is a new apprcach which deals with the difference

between a "natural growth vole" and the "induced growth pole" focusing
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on the characteristics of the geographical growth pcle and the bhasis
of growth poles and their external relations. This approach
testifies the validity of Perroux's analysis for growth poles al the
onset of industrialisation, but not for mature economic systems where
the underlying influenc¢es creating growth poles are very complex and
diffuse, The importance of an expori-base approach increases for
issues involving regional growth in long run and for larger regions,
but incorporated within this framework there should be an explanation

of internal and import substitution based growth in a region. (Parxy, 1973).
e 8 ]

The present approximation finds the foundations of growth poles in
both inter- and intraregional level, regional growth with changing levels
of regional economic activity in an inter-regional contexi, and also
concentration (polarisation) within regional spatial structures in an
intra-regicnal context. The former gives a more general explanation
of regional growth identifying the influvential rapid growth industries.

The latter examines the underlying forces of the growth inducing sectors.

The theory hss been criticized in relation to its planning implemen-
tation to stimulate area wide regional development which has resulted
predominantly invenclavesof growth poles linked intimately with naticnal
or international economies, thus resulting in minimal and sometimes
negative spatial spillevers to the region, It has been argued also
that the theory fails planners in its ambiguous and confusing literature
and that the planners have failed theory in not forming longer time
horizons for their plans because of net spillover (spread minus back-
wash effects) from growth poles are not created until many years after

its establishment. (Richardson, 1976).

Taking a different approach, there is a review of the theory of

development poles considering the incorporation of ideology in the



apalysis, and also the linkage among the theory and the functional
implenentation of econcmic policy on the hasis of inter-relationships
with world decision centres, Bxamining the process of filteving
effects in combinaticon with industrial innovations, it asserts that
there is a dangexr for the growth poles to transform into enclaves.

This leads to the replacement of the pure strategy of polarised
development satisfying the reguired conditions to fuliil the desired
effecte. The analysis is based on the relationship between dominant
spaces and dominated spaces in the light cf the theoretical constraints
given by the classical dominance notion for development purposes.

(Coragyio, 1875).

It geems that the theory could be applied for either developed or
developing societies considering spatially, the similarity of problem
regions in both contexts, although new vairiables have been considerad
in dealing with the application to the latter. For this purpose, there
is an attempt to distinguish three polarised spaces, applicable to both
contexts. 1) points of growth; 2) zones of growth, and 3} axis of
growth., (23). In this way, in a developing countyxy there are mostly
points of gfowth and very few zones ox axis of growth, whereas, the
opposite is true for developed countyies, in under-developed countries,
the polarisation process faces many social problems and diversified
production structure which inhibits the establishment of complemcentary
relationships in the economy. Additiona}ly, the formation of axis is
made impossible by the absence of a good communication system and the
growth poles remain small urban centres specialising in gecondary and

tertiary activity in these countries. (Penovil, 1372).



Criticisn

The theory of pelarised development has evolved heuristically
although recently it has had more consistency in its construction,
and more normative value with the comprehension of regional development.
In this sense, the classical approach made its most valuable contributiorn,
but it was void of explanatory valus because of its concentration on

inter~industrial (linkage) at the expensc of indirect linkages, spatial

distribution of development and the occurrence of external economies.

The model of centre-periphery associated with the process of
innovation, represents a dynamic approximation because of its inter-
spatial systems linkages, in a normetive and functional way, but it
reguires further dsvelopment and empirical testing. (Darwent 1969).

Tha validity of this theory would be reinforced considerably outstanding
through further connection with the locational theories of spatial
organisation and with a deep analyeis of external and agglomeration

economies,

The desired attributes of a polarised development theory are saen
to be its applicability in time and to the geographical space and also

mainly to identify criteria for policy implementation.

The present theory maintains appropriate machinery for its adapta-~
bility to developing soclieties, this is obviously necessary to associate
it with planning and peolicy implementation. However, there is a need
to incorporate more social variables of these societies in the analysis
because, when applying the same to reality, it is feasible that market
mechanisms coupled with monopolistic or imperfect situation will foster
economic concentration and therefore strengthen power struccures at an
intra- and inter-regional level, frustrating the thecocretical hypothesis

and intensifying regional divergences.



6. REGIONAL INCOME INEQUALITIES MODRLS

INTRODUICTTON

A spercial distinction should e attached to thecse medels roegarding
the context of regional development in developing societies. Particu~
larly because of their emphasis on previous regional ineguality a2z a
sine qua non factor of economic developnent ailthough differing in
conveying regional convergence, and also the involvement of inter-
Aigciplinary elements; soclo-political or cultural, in the analysis.
Additionally, their unequal spatial medels develop either a coaceptual

and oxr guantitative interregional foccus of economic develousent.

The Centre-Periphery model is outstanding in that it gives a more
comprehensive approach taking a normative and control focug in constrast
10 the rest which only iranscend to the functional discipline and
positive focus. Empirical testing is done by most of the models especially

the cumulative causation and the centre periphetry mcdel.

A, Cunulative Causation Models

These models differ from the neo-classical school in that they do
not accept the existence of forces which always pull the economy into
eguilibrivm. indeed they take the oppcsite vies that certain forces
can act upon the economy which cause regional disequilibrium, taking
into account the cumulative causation hypothesis which attempts te
explain inter-regional income ineguality.  (Myrdal 191e, and Hirschman

1964) .

These models are based on the realistic view that there will be
inter-regional variations in resource endcwanents; thus some regions
will have a comparative advantage ovel others, in terms of forces which

come into play reinforcing a diseguilibrium position among them. These
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forces are termed "backwash effocts" or "polarisation effects"™ which
essentially, arce efifects originating from a developed region which
reduce the per capita incomes of the poorer regilons or adversely affects
their economic structure. 1n effect, capital labour and management
expertise will tend to flow from the poorer regions into the developing
regions, thus starving the poorer areas of the factors of production
thereby stunting its growth. Additionally, gcods and services produced
in the developed region will tend to flood the markets of ths poorer
regions which may force the local entrepreneurs out of business, and

social factors e.g. will also tend te exaggerate the regional disparities,

Thexe are, however, certain countervailing forces called “"centrifugal
spread effects" (24) or "trickling down effects" which act against the
backwash effects and bring the system into apparent equilibrium. 7These
may take the form of increasing the demand for the agricultural produce
of the poorexr region and absorbing the poorer regions surplus labour,

thereby removing disguised unemploynent and increasing labour productivity.

Subseguently, as a result the assessment of these opposite effects
has given rise to a polemic view regarding the future regional conver-
gence or divergence in the process of economic development in continua-~
tion with implementation of policies. On the one hand, the pessimistic
view purports a worsening of the inter-regional divergence of per
capita income because the backwash effects will swamp the spread effects,
and because the government policies accentuate the cumulative causation
{mainly in developed countries). On the other hand, the optimistic
view holds that there will be inter-regional convergence in the latter

stages of the development process considering the greater power of "spread
effects™ in restoring the system to equilibrium, and the implementaticon

and cffect of public regional policies, The analysis has been
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explicated in terms of phases of the development process, considering
a previous regional divergence as a basis for future achievement of
regional convergence, In this way, the development process is split
into three distinct stages, although there is recoguoition of the

simultaneity of spread and backwash effects. (Parx, 1873):

l. In this phase divergency will occur as there will be a migration

to the growth centre.

2. The consolidation phase which will also cauvse divergznce as

service industries etc. are established.

3. This final phase causes a convergence as stabilisation cccurs

and the growth areas' increasing demand on thes hinterland takes effect.

This approach, however, lacks empirical testing, especially in the

m

simultaneity of spread and backwash effilecis and the delimitating of
time spans on the stages. However, the regional income inequality
model linked to achievement of regiconal convergence (Hirschman hypothesis}

has been empirically verified (Williamson 1965) although there are some

criticisms towards its generalisations general application.

The model deals with postulations and explanations of the develop-
ment process through three stages of regicnal inequality - increasing
inequality, reaching a peak and decreasing inequality. However, in

spite of the increasing regional inegqualities there is a tendency

towards regional convergencce in mature growth.

In the early stages of development labour and capital migration,
central govermment policy and a lack of inter-regional linkages act
together to produce regicnal divergence in income, Labour and capital

flows are likely to be selective, giving a bias to the "North"
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region (25) so that regional human and physical rescurce endowment 1s
very lopzided. Poor inter-regional linkages minimise the spread
effect of technological change, regional growth, uwnification of
regional markets and income mulitipliers. Central government policy
is at this stage likely to be more amenable to the demands of the fast
growing "North" and allocate investment in its favour, particularly
investment of a capital intensive nature. After the peak of incquality
of regional income, The exact same factors are cited as forces for
reducing the ineguality. Labour migration becomes less selective as
migration costs and regilonal occupational wage differentials diminish
oxr disappear, Inter-regional linkages will decrease perversa capital
flows and increase spread effects, as the national capitel market
develops, and external economies and benefits assert themselves in the
South ag industrialisation takes place there. Central govermmeant
policy may be in pursuance of eguity of geographic distribution of
income and consequently there may well be a transfer of income to the
poor regions. This policy is arguable economically consistent with
overall national development policy - as the rate of return in Southern

regions rises.

Any one of these factors, or a combinaticn may be enough to
diminish regional inequality but in addition, this process is likely

to be cumulative, each force reinforcing the other.

The analysis basically indicates that regional ineguality is
severe in relatively low levels of development, high in the middle
income range but lower in higher levels of development. additionally,
the role of region size as a determinant of the degree of regional
inequality indicated that it was not a significant determinant of inter-

region incowe differential. (26).



Following these analyses the model discusses the importance of
having a regional ineguality analysis based upon income relatives and/
or growth rate differentisl so that it is simultaneously meaningful

in koth economic and political terms.

In this way, the Williamson model explains thsat regional population
and internal labour migration did not significantly affect the historical
pattern of income per capita levels in the course of national develop-
ment. However, labour participation rates did appear to play a signifi-
cant role in explaining regional location at all levels of development,
but productivity dififerentials, going by his evidence, could not be
classed as a causal factor of regional dualism, merely a reinforcing
one, A further conclusive result was that regional dualism is uneguive-—
cably more prevalent in a traditional sector (agriculture}. Finallwv,
the model states that the persistence of high degrees of regional income
disparities can be explained by (a) tremendous preductivity differen-
tials in agriculture and (b) significant regional differences in gconomic
structure. Williamson assumed simultaneity in the occurrence of
divergence {(and c¢ritical points) for all the factors of production as
a whole, when it can be cbserved that there could be only partial
critical peaks of individual factors, i.e. capital migration could peak

before labour migration, and so on.

The model bases its long-texm analysis in the experience of
developed countries and its applicability to typical conditions of
underdeveloped or developing countries is still to be proved. In this
respect, we should emphasise the role of social and political variables
in the process of original homogenisaticn in these countries. Thereiore
the introduction of variables specific to these count¥i95 will provide
the general aim redquired in a regional developmenti model. Aithough the
model has a positive characteristic, not totally normative in connection
with other linkages for transition of regiocnal development, and furthermoxe

it is not very operational in terms of policy implementation.



B. Centre Periphery Model

The model seems o be one of the closest approaches to regional
development considering thelr pesitive, normative and control features,
especilally the latter because of the incorporation of spatial goals
and policy implementation. Additionally, the centre periphery
appreach represents an attempt to jein the thecry of polarised develep-
nent with the theory of spatial organisation aacd the thecory of social
change and this provides a general, dynamic and interdisciplinary

character to the theory.

The foundations of the model are based on the theoretical principles
of unequitable internstional trade between centres (rich countries) and
peripheries (poor countries) and the ‘cumulative causation hypothesis',

combined with other social theories. (27).

The model of spatial eguilibrium emerges as an altcrnative to the
non-real features of neo-classical models by considering, in the light
of the challenge for transitional societies to face regional development
within the framework of national growth, the following features such
as, failure of diminishing returns to set in at the centre,; and failure
to perceive periphery investment opportunities, and export demand for

goods produced at the centre. (28).

The centre periphery relationcship as a primary featuxe of the

development process was drawn out as fellows (Friedmann 1566) :

a) There is a colonial relationship between the core and the
periphery with a displacement of productive factors from the lattex
to the former hecause the marginal productivities at the centre are

superior to those of the investments on the periphery.

b) A favourable inter-regional term of trade for the centre



associated with protective policies for the same, and wnfavourable

for the peripheries,

¢) The growing regional inegqualities gives rise to political
pressures for edquality (although the redistribution of resources in
favour of the periphery could be faced with dangerous economic
repercussions congisting on the retardant progress of the centre and
for the country as a whele).

Conscguently, the model supports the idea of future regional

at

convergence by considering a preliminary disequilihr#éd process although
an adeguate policy implementaticon of planning as a resouvrce to counter-

act dynawmic market forces.

As opposed to dealing with regions of fixed boundaries the model
delves into the spatial incidence of egonomic growth taking intc account
of open regions and induced regicnal economic growth, as well as socio-
political structure, local distribution of income and pattern of
expenditure. Additionally, local leadership counteracting on central-
ised public sector is a determinant for successful adaptation to external
change, Regional Economic growth is regarded as a pattern in the location
of firms. Economic growth is identified with the matrix of urkan
regions and therefore spatial organisation of economic activity in terms
of a functional hierarchy of cities and their areas of influence in the
system. Consequently, there is a linkage with the central place
analysis. Flows of labour tend to exert an eguilibrating force on the
welfare effects of economic growth. But contradictory results may
also be obtained. Where economic growth is sustained over long pericds,
its incidence works towaxds a progressive integration ¢f the space

econony .
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In this way, the integration of the national space economy could
be explained through a typical segquence of 4 stages (Friedmann, ibid.)

(23) ¢

1) A stable, Pre-Industrial society which typically consists of
local, independent, and self sufficient centres without any hierarchy
and which are represented by small enclaves with no or only minimal
connections with other such centres, sources of growth opportunities

are guickly dried up and the econcmy becomes static.

2) An Unstable, Pre-Industrial society which is characterised
(as a result of the shock of industrialisaticon) by a single strong
centre with colonial relationships with the periphery which is supported
by a very strong movement of skilled labour and entreprenevrial sbility
from peripheral areas and consequently the vast majority of the national

economic activity is focused in the centre.

3) Transitional and Industrial Society. In the transition from
pre-industrial to industrial society there emerges a single national
centre with strong peripheral subcentres which causes a decrease in
national peripheral areas reducing them to inter—-metropolitan peripheries
and in this way hypertxophy is reduced and resources of the periphery
are taken into account becoming more amenable to management. Overall
National Growth is strengthened but the inter-metropclitan peripheries

have persistent backwardness.

. 4) Post~Industrial - in this stage cof development thexre is a
functionally interdependent system of cities in an oxganised complex
and with strong interconnections, and also the inter-metropolitan
peripheries will be absorbed into nearly metrcpolitan economics. The

major goals of spatial organisation have been reached: there is complete
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national econowmic and social integration with minimal inter-regional
divergences, locations are the most efficient pozsible and growith

potential Iis at a maximum.

In latexr developments the model links the regional interaction
theory with the theory of social change. In this way, the innovation
R L . . . .

diffusion idea associated with polariged development (Friedmann 1967

. - . . . awe, L. e . R
and 1972) and mainly with a conflict situation the authority - dependency
relationship. The Centre Periphery relationship is redefined in terms
of core regions which are territorially organised subsvstens of society
with high capacity for innovative change, and periphery as subsystems

whose development is defined by theix dependency to a core area.

The wodel argues that non econcinic factors are more important than
cconomic factors in location. The main criteria being the ability of
managencnt to gain access to the relevant centres of government power,
which is also applicable to an industrialising country of moderate size
with a unitary government and a culturally homogeneous population.

There is a symbiotic relationship between govermment and commerce, which
results in the capital city being favoured as an industrial location
(access to markets may also be important), and even if plants are set

up in the periphexry the decision making power will remain at the centre.

Once spatial patterns are established they tend to perpetuate
themselves, the initjial distribution of government power will guide the

subseguent evolution of the space economy.

The model examines the spatial diffusicn of innovations in the
development of urban systems which forms hierarchical structures. The
diffusion tends to. start from the most powerful cities and as the early

innovator has the advantage over later ones, the concentration c¢f power



into quasi-permanen! situations of dependency upon the centre.

The subseguent stage is related to the conditions by which the
regions consolidate their dominance over the periphery through self-

reinforcing feedback effects.

Howevex, inter-regional patterns of conflict and accomnodation
will emerge because entrepreneural elites of foreign nationals are
present, and they tend to dominaie innovations and repatriate profits
from their source to the capital or their home country, although their
interaction with the host government may teke forms of co--option,

accommodation or open hostility.

Thusg the conflict arises from attempts on the part of the periphery
to gain access to the benefits of innovation of core regicns, which
B

could give rise to decentralisation policies or conversely ito replace-

ment of core elites by peripheral elites in the national system.

The Core Periphery systems are framed intce hierarchicel nested
systems, where core regions with great innovations (and with reinforcing
effects) gain the dependence 0of peripheries through market and supply

systems, patterns of administrative control.



C. Bxplenation of Regional Divergences: Structural Dualism,

pominaticn and Social Institutions Theory

In developing arcas, national eccononic davelopment variables have
been used to cover explanations about tha interrelations of regional
development. The theories have a strong social content, explaining
by dialectic or siructural methods, the conditions of wnderdevelopment
in relation to the linkage of metropolitan and rich economies, The
theories have been positive criterion although the present trend is to

provide then with a more nommative and operational foundation.

The reasoning is based mainly on the existence of a national and
structural duelism which represents the ambivalent coexistence of back-
ward-traditional-agricultural sectors with modern-developed industrial
sectors. (Pinto 1863). This dual sector economy is structurally and
hehaviourally organised although i1t maintains a basis of trade. The

dichotomies are not elaborated in any spatial context, though they

certainly have spatial implications. (30).

This situation is based on the difference of productivity levels
of two sectors model with one a sutplus of labour sector and the other
a capital surplus sector. (Lewis 1954). Consequently, a first well-
founded approximation concerning the origin of regional divexgences is
developed in terms of productivity differentials. (Pinto, Ikid.}. in
handling the way productivity increments are obtained, the theory out-
lines and verifies why some of its regions beget development, and othe
beget under-development, it draws inspiration from Prebisch's argument
of the retention of benefits by the developed countries because of their
increasing productivities, as well as from that of Rosenstein-Rodan,
that accumulation of capital and technical progress tendencies in the

developed countries do not spread as a function of man-power opportunities
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in the under-developed couniries. The theory reproduces within the
internal field of each country, the internstional economic relationships
expressible in two sorts of "models”; the "inward type of development”
and the "outward type of development”, i.e. that of ‘primary industry
exporter economics'. This modern exporter sector model was simultane-
ously seen as a "model of vertical development” although an appreciable
part of the economy remained at the margin of these changes. Just as
the model of "outward looking development" did not gcénerate a
‘horizontalisation' of development, the productive structures become

composed of three dominant strata, “"primitive", "intermediary' and

"modern". (31).

In Latin America, the magnituds of the contrasts in productivity
resulted in what has been called "historical heterogemeity" or "struclural
heterogeneity"”, i.e. the levels of productivity in the "modern®
agricultural sector can and have become fourteen times greater than those
of primitive sectors, The "“ecapitalist nuclel" could not radiate their
dynamism to the marginal sector and their hopes that capital and
technigues would be directed towards regions abundant in lakour and

natural resources, became frustrated in the face of an opposite process.

The theory puts forward an explanation of the origin of the
disequilibria, the "law of unegual and combined developments" (32)
which is revealed in a narrower and more complex way in the situaticon
of backward countries. The type of relétionship between the sectors
is established through internal cclonialism, i.e. by an "exploitation”

of an internal periphery by the modern sector, by means of special

mechanisms, (33). The increagse in productivity can be real or virtual
(monetary) . In the first case, this is attributed more to technological

innovations and to improvements in organisation, and in the second case,



the increase can be motivated by an increase in the process of the
product which influences the payment of factors. This situation
could eriginate from a protectionist policy which might favour &

"new industyy" with a captive marketb. All increases in productivity
in the zone, although apparently endogenous to industry, are, in fact,
a reguest for "collective saving”. the unfavourable primary produclts
are basically attributed more to the power of the concentration of
pregress and the endorsement of the state policies, than to the income
clasticity of the products. Finally, the theory explains a "three

dimensicnal concentration": the sccial,; economic and regional.

To a certain extent the ‘'dualism' phenomenon is the dependent
relationship between a centre and periphery although it has a negative
trend towards regional divergence considering the existence cof social
classes who derive their power in the backwardness of the periphery.

In this way, the "internal coionialism" process faces the stages process
of Centre-periphery of regional development maintaining thal the
peripheries are deprived of the opportunity to encourage higher goods

or to participate effectively in decision-making. (Casanova 1962).

These 1ldeas are a refutation of the thesis of wodernisation thesries
as being inadeguate for developing societies. The theories of "internal
colonialism" emerges as a denial of the existence of dual societies, and
maintaining that both poles arise from a single historical process and
that this process is held sway over the rest of society by 'poles of
growth'. Progress takes place at the expense of peripheries znd it is univee
that . . .
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