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ABSTRACT .

Most of the nations of the world have expressed
concern for rural revitalization by providing a greater range of
economic opportunities, social amenities, and cultural advantages.
This report discussed rural development in the highly industrialized
nations of the Federal Republic of Germany, Italy, Belgium, the
Netherlands, France, Norway, Finland, Denmark, Sweden, the United
Kingdom, Japan, Canada, and Israel. The nations have emphasized the
following major elements: improving community facilities and
services; increasing economic and investment opportunities; giving
attention to institutional and social factors; and establishing a
satisfactory system for planning and guiding rural development. The
report's emphasis is on policies and programs pertaining to
nonagricultural rural development, such as the creation of nonfarm
employment opportunities, provision of water and sewer facilities,
and construction of houses, schools, clinics, and hospitals.
Development activities in the international organizations of the
European Community, the European Free Trade Association, and the
Organization for Economic Cooperation and Development are briefly
discussed. (NQ)
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FOREWORD

Concern for rural development—the revitalization of rural areas
by providiug a greater range of cconomie opportunities, social ameni-
ties, and enltural advantages—-has been expressed by most of the
nations of the world. However, it is only the highly industrialized,
highly develoned nations that can outline specific programs con-
se/onsly ain.ed at rural development. Nations that are in the process
of creating n modern economy “develop” their rural areas.

Conseions rural development oceurs in nations that have achieved
a comfoertable level of personal income for their eitizens through a
highly industrinlized, automated, and  developed free-enterprise
cconomy. In addition to the United States, nations in this group
inelude Canada, many countries in Western Europe, and Japan.

These other connfries——similar to the United States in cconomic
philosophy, industrial tradition, and, in part, cultural heritage—have
rural development programis that might casily be transferred to the
American seene. Thus, their rural development experience deserves
consideration, to enable us to determine the types of programs that
ceemt most useful and productive. Tarael is another country whose
rural development efforts can be examined for relevance to our own
needs, even thongh Israol does not share quite so uniformly the simi-
tarities of the other nations diseussed.

Wherever rural development is undertaken, it is complex work.
In the industrialized, free-enterprise nations, rural development
programs are based on a common desire to improve the lot of people
in rural areas. The programs vary in form and application, because of
differences in national traditions, legal institutions, geography, and
the level of economic, technological, and social development. Never-
theless, certain common features and trends may be discerned.

First, most of the highly industrialized nations do not sharply
divide development into twe parts—urban and rural. Rather, rural
development is considered as part of a broader problem—regional
development. Although a region nmy have a large rural or agricul-
tural component, the problem of rural development is considered in
conjunction with the problems of urban and suburban areas—the
emphasis ix on_the whole «nd its proper functioning, rather than on
separate parts. Regional developmient and regional policy are inclusive
terms, used by the other industrialized countries mn deseribing what
is usnally referred to in thie United Stales as rursl developinent.

Second, the framework of regional (and rural) development has
shifted from n designation of development arcas (similar to the
Appalachian region in the United States) to emphasis on growth
centers. Barly programs provided for extensive cfforts to improve
general living and economic conditions within a large geographic
arca. Current programs are intensive efforts focused on selected growth
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points that, hopefully, will respond to infusions of economic nid by
creating more growth conditions that in turn will afleet the sur-
rounding area.

Third, the industrialized nations have growing envirommental
problemns, many of which are created by urban congestion. This
urban congestion can be related in part to an inftux of people who have
left declining rural areas to seek jobs in lurge citins and towns.

Fourth, partly as a result of urbun congestion, the industrialized
nations are consciously sceking to achieve balanced growth. In so
doing, they seck to extend to all their citizens equal opportunities for
employnient and access to cultural facilities and social services, such
as schools, hospitals, water and sewer systems, and recreational op-
portunities,

Specific prograins relating to rural development in 13 highly indus-
trialized nations are described in the following pages. Empliusis has
been placed on the major elements of rural development listed in an
carlier Committee Print.! These include improving community facili-
ties and services, increasing economic and investnient opportunities,
giving attention to institutional and secial factors, and establishing a
satisfactory system for planning and guiding rural development. We
publish this material because the Committec seeks knowledge of activi-
ties directed toward development that creates good living conditions
and the opportunity to muke a good living in rural areax, This develop-
ment is the common objective of the industrinlized nations,whether it is
referred to as rural development or the rural component of regional
development.

Heryax E. Tanyancs,
Chairman, Senate Committee on Agriculture and Forestry.

11971—A Year of Listening and Watehing the Development of the Growing Consensus that Something
must be Done for the People of the American Countryside. Kural Developiient, Senate Comnnittee on
Agriculture and Forrestry, May 31, 1972,
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INTRODUCTION

As Indicated in the foreword, this report discusses rural develop-
ment in selected, highly developed, industrialized countries of Western
Europe (Federal Republic of Germany, [tuly, Belgium, the Nether-
lands, France. Norway, Finland, Denmark, Sweden, and the United
Kingdom), Japan, Canada, and [srael. Aspects of development ue-
tivities in several international organizations—the European Coni-
munity, the European Free Trade Association, and the Orgunization
for Economic Cooperation and Development—ave included in buck-
ground statenents.

Other nations making laudable efforts toward rural development
way also be considered “highly developed” and  “industrialized.”
Omission from the report should not be interpreted as evidence that
rural development in these countries is relegated to a minor role
or that the ﬁ)ovel ol cconomie development is inferior. A review of
rural development efforts in other nations will appear in a forth-
coming study.

The countries seleeted show a wide range of similarities and con-
trasts, in term of the problems faced as well as the policies and pro-
arams created to meet them. Countries that are relatively compact
anel have a high density of population, suelt s Belgium and the
Netherlands, are not faced with the same kinds of problems ns coun-
tries that have o low overall density of population and large areas of
gparse population, such as Norway and Sweden. '

In industrinlized nations, rural development is frequently linked
with city problems and is viewed as u problem of regional develop-
ment-—ensuring balanced cconomie growth with adequate sociad and
cultural advantages in all parts of the nation, in the rural countryside
as well as in towns and cities.

The statements in this report on individual countries are intended
as nontechnical summaries of significant trends in rural (and regional)
development. Attention is foensed on national policies and programs;
provincial and local efforts are treated in less detail. The report is
not intended as o definitive statement of rural development. For
example, detailed examination of pertinent legislation and programs
in each country would require treatmient far beyond the scope of
the present stwdy. Further, the situation -is dynamie, not static.
Policies and programs are being revised, and rural development is
evolving in response to current and anticipated social, economic,
and environmental pressures.

Emphasis is placed on policies and programs related to nonagri-
cultural rural development, such as creation of nonfarm emiployment
opportunities, provision of water and sewer lacilities, and construction
ol houses, schools, clinics, and hospitals. Topies directly related to
agricultural  production—{or example, land improvement, farm
mechanization, and crop and livestock improvement—are not covered,
although many, such as f[arm consolidation, are related in some
measure to the nonagricultural aspects of rural development.

(1)
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\lthough wonagricaltnral can be deseribed with relative case, the
tern pural poses certain problems when o number of countries are
dealt with, There i no standard definition. For one thing, the seale is
vastly diffevent among the varions countries, This hecomoes readily
apparent when comparing rural areas of the Nethertands with the
extenzive rural arcus of northern Norway and Sweden, for instance,

1t should be noted also that while the teras rural, agricuttaral, and
farming overlap, they are not precisely svnonyvimous. Rural is the
broader term. Rural areas include many persons who are not farmers,
and whose livelihood is not derived directly from crops and animals,

I vueal 15 defined as nonurban, it is also apparent that concepts
differ. For example, “avban’’ areas in Jupan have populations of ut
least 30,000; in Belaium, 3.000; in Denmark and Franee, 2,000; in
Sweden, 200, (In the Swedish “urban” area, houses must not be
separated hy more than 200 meters,)

These problems ave mentioned to ilhustrate the point made earlier
that rural and wrban problems become regional problems and rural
development becomes regional development, espeeially when small
communities ure involved,

Another tern et in diseussion of rural developuient s /o frastrue-
ture In this report, the term is broadly used to mean all the supporting
services and facilitics necessary for the operation of an enterprise or
orgunization. For exmnple, relocation of an industrial enterprise to a
rurul area may require construetion of aceess roads, water and sewer
facilities, and communication lines, as well as lousing, shops, schools,
and medical facilities for the workers,

Where possible, statements of country officials evaluating the prog-
ress of rural and regional developent programs are inchuded in each
summary. ‘The suecess of policies and programs is not judged by the
amuthors themselves. Rural development is a long-term endeavor and a
fair appraisal can be made only after a period of tinme. Flowever,
statisties showing that a certain number of new jobs were created by
rural aund regional programs aund that migration {from rural arveas
decreased by a certain percentage, for examiple, do indicate achievement
of programs= and are given where available,

An ebvions problem in both analysiz and evaluation ix the difliculty
ol sorting out policies and programs {and components) that relate to
rural development. Development of rural areasis not always explicitly
specified in governmental budgets and economic plans, Adininistrative
responsibility for rural areas not only is fragmented from one level of
government to unother, but also is often divided between agencies on
the same level.

A broad range of literature was reviewed for the study. Emplsis
has been given to sources that include official statements ol the
Governments concerned and to contributions made by purticipating
countries to publications and reports of international orgunizations.



INTERNATIONAL ORGANIZATIONS

Ruval development in a broud sense has been the concern of muny
internal organizations, The concern stretehes to vast areas throughout
the uu(lvnlonlopo(l world to lageing areas within the industrialized
and wealthy countries.

The Commission of the European Conimunities (ECY, the Council
of Europe, the luropean Iree Trade Association (EFTA), the Food
and \(rmultulul Orgunization of the United Nations, the OI'(*nm/..ltlou
for Ftonon ‘e Cuol erution and Dv\('lopmcnl (OEC D) the Economie
Conunission for Burope of the UN, and the World Lcalth Orguniza-
tion of the UN, among others have all given thought. to the sometimes
vast and complex problem\ associuted with dev clopment.!

'The focus of this report is on the lagging arcus or regions within
sclected industrialized, wealthy countries. Before these countries ure
discussed. relevant pollclo:. of the EC, EFTA, and the QECD are
reviewed because of their influence on 1'('"1011111 development in
industrial countries. Of the three organizations, only the Kuropean
Community, perhaps because of its unique structure, regulates the
activities of its member eonntries und alloeates dev vlopmonta»latnncc
The Enropean Free Trade Association and the Organization for
Economic Coordination have operated primarily as advisory groups,
assisting their member states by providing wseful information,

Evuroreayx Coyyuniry ®
InxTrRODUCTION

A basic objective of the European Community (EC) is to form
over time and through gradual methods a socinlly and politically
integrated Europe. bpe(lﬁ(- commitments have been mmlc by member
states to form an cconomic and monetury union. A major obstucle to
effective economic integration is the fact that even though many
barriers to trade between member states have been removed, uniform

. : \ i
and equal development of cconomic growth in the EC lLas not
oceurred (39).

In all of the member states there are regions—sorne quite extensive
where cconomice activity and the (lcwlopmont of social and cultural
ataenities are lageing. Efforts are now being made to develop rural
arens—those prc(lommantl\' agricultural und those affected by a
decline in primary industry—in “order to achieve a solid base for future
growth.

UThe regionul developiment policies and concerns of these organizations are diseussed in (9). (ltalicized
numbers in parentheses cefer to sonrces n Literature Clted, at the endd of this report).

* The Furopean Community (EC), here used in the singulur, is actually three * Communities,' now under
a unified commission and eonneil. The three ure the European Coul and Steel Community, the Europent
Economic Community (EEC), and the Burepean Atomic Energy Comunmity (FECRATOM). The Euro-
pean Community includes the vriginal six signatory States— Belgium, France, Federal Republie of Ger-

many, Italy, Luxembourg, and the Netherlands—and three uewly admitted States (us of Jun. 1. 1973) —
D\'nmnrk lrvlnn(l. and the United Kingdom.
(8)

92-898—73—2
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Dural Begional Problems

Although regions may be defined in many different ways, IS¢
rescateh and policy (lv\vl()[)nwnl has emphasized three general types:
industrialized, semi-industrialized, and predominantly wgerienitural
('f‘ q}

lmh danees in diflerent regions within the individual conntries vary

catly, but overall trends are similar, For exawple, the population
ll\lll"‘ and working in rural regions is generally declining, and there
is 1 general movement of population into the major urban and indus-
trinl areas (4).

The predominantly agricultural, and essentially roral, regions gen-
erally Teck industrial activities; persons enguged in farming account
for 20 to 40 pereent (or even more) ol the total lnbor foree in such
regions, Their infrasteraeture is underdeveloped, and their tertiary
sector may be relatively large bhut ix hinged for the most part on agri-
cultare. More particularly, their infrastructure amd tertiary seetor
are often ill-suited to the changes whicli the economy in these regions
would have to undergo, llnonn'hout the EC, the population density
in rural regions is l(‘]alll\('l\ fow (under 100 persons per sq. km., in
most cases). These regions are essentially located on the peripliery
of the ( mmnnnn\—~\\v~lv1n and southern France, southern l[taly,
enstern and northern Germany and the northern ])zuh of the Nether-
lands, To these regions are added virtually all of Treland ontside of
Dublin; puarts of Jutland in Denmark; and the Scottish Highlands,
central Wales, and parts of Northern Ireland (45 6; 7; /).

Objectives of 1°C" Regional Policy

The EC is inereasingly concerned about stracturally backward
regions in member countries—agricultural and industrial regions in
decline and, especiully, areas chronically deficient in income and em-
ployment opportunity. Conseions (lv\vl()])mvnt eflorts for rural areas
are an important part of the Community’s overall economie plan. If
economic unity is to be achieved, the EC believes that regions now in
difficulty must be given a chanee to mateh those which have attained
satisfuctory growth levels. Community agreements and poliey pro-
posuls reflect this concern and individual concerns of member stutes
the agreements and policy proposals, in turn, influence regional andd
raral dev clopment activities m the member states (55 8).

The general aims of the ECYs regional policies were incor pomtotl in
the original treaties which Cstlll)ll\ll(‘(l the three Communities, The
EEC was, for example, given a specinl mandate “to promote through-
out the Community the harmonious developnient of cconomic aetiv-
ity,” and the signatory states declared that they were anxious to
ensure harmonious development by reducing the differences existing
between the various regions and by mitigating the backwardness of
the less favored” (4).

Implementation of Policy

The EC acts to achieve its goals of cconomic unity in both an advi-
sory and regulatory eapacity. Economic development is guided in
part by Commumtv policy on competition, which regulutes “aid given
by member states in their national programs of 1'ccrwn&l dev clopmonb
This is done so that the free market within the Community is not
inhabited by illegal or hidden subsidies. Another important object of
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regnbution of ald is to ensnre that individual member states channel
aid 1o their undevdeveloped arcas aud not to developed areas, In
adddition to this policy. the Comnmnity’s “Common Polieies”-—re-
Inting to agrienlture and transportation, for example, aid aimed at
unifying cconomic sectors- -also have i plications for regional devel-
opient,

The Comnmumity oflers financial assistance for regionud development
throngh vartons mstitutions, snch as its Earopean Investment Bank,
the Knropean Social Fund, and the Enropean Aerienttural Guidance
atul Guarantee 1fund.

The Eurapean hnvestment Bank has the power to grant loans and
gnarantees on o non-profit-making basis for the following:

{rt) Projects for improving less developed regions;

by Projects for modernizing or converting lirms or for devel-
oping new activities called for by the ever-inereasing unity of the
KO sueh projeets, becanse of their size or nature, eannot be
entirely linunced by the individaul member states;

(et Projects which are of common interest to several member
states but which. beceanse of their size or nature, cannot be
ertively linanced by the individanl member states,

Nearly two-thirds of the loans have been granted to southern Italy
(&4,

The task of the Enropean Social Fund, under Article 123 of the EEC
Treaty is that of “tnereasing employment faeilities and the geograph-
tead and occupational mobitity of workers in the Community.” The
Fand was reformed by o Couneil of the European Communities 3 deci-
ston in 1971 which became operational in 1972, The Fund is now able
to {inance regional development projects and provides more aid for
the retraining and reemployment of people leaving agrienlture to
work in other sectors. 1t 1s also able to provide special assistance to
regions in dilliendty, to indnstries faced with the need to modernize,
to gronps of firms experiencing basic changes in the condition of pro-
duction or the marketing of their produets, and for handicapped
workers (3, ).

The European Agrienttural Guidance and Guarantee Fund is
essentinlly the implementation organization of the EC’s Common
Agricultural Policy (CAP). The Fund was established in 1962 to
finance the CAP. In 1964, two sections were established in the Fund:
The grarantee section, which oversees agricitltural marketing and
prices, and the guidance seetion, which is responsible for bringing
aboutl structural hmprovements in agriculture (for example, consoli-
dation of farin purcels and retraining of farmworkers).

Throngh the guidance section, the Fund may grant assistance of
up to 25 percent (in exceptional cases, 45 percent) for investment
projects for struetural reform (9).

In 1971, the Council decided on joint measures that supplement the
Common Agricultural Poliey on agricultural stricture with a policy
direeted to what could be termed socio-structural concerns. Based on
these policies three directives were implemented in 1972: one on the
modernization of farm structure; one on measures to encourage the
¢essation of farming and reallocation of utilized agricultural arca for

3The work of tite EC is discharged by four institutlons: the European Parliament, the Couunedl, tha

Commissfon, and the Court of Justice. The Council is comprised of ministers from the member states,
The Commission serves as an execntive branch (22).

O
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the purpose of struetural improvement: and one concerning socio-
economie guidance for persons engaged in agriculture (8), These three
directives represent a less comprehensive version of the Mansholt
Plan proposed by the EC in 1968,

The flirst directive provides funds to fall-time Farmers who have the
desive and the ability to transform their Tuems into medern, viable
econotnic units whicli would he eapable of providing incomes compar-
able to those outside agriculture.

The second direetive is designed to encourage elderly fariners and-
farmers with small holdings to abandon farming. Annuities are pro-
vided for farmers aged 55 to 65 and grants for widows, landicapped
persons atdd stnall-seale farmers under 55, The land that is freed is
then provided to farmers staying on the land or is provided for other
latud uses,

The third directive is designed to provide socinl and economic
service for both those wlto will remain in agriculture and those who
will take up nonagrienttural eareers. Farmers and agricultural workers
will be trained in modern marketing, production and manageinent
teehniques, Farmers quitting the land will be counseled on traiuing
services and opportuntties in alternative industries, '

Also in 1972, the Council adopted a resolution which would allow
the Mund’s gnidance section to use funds for regional purposes.

Other finaneing for regional developiment iz available from the
European Coal and Steel Community, principally in the form of low-
interest lonns to firtns to permit thent to expand employinent, and
various grants to workers to help them find new emplovinent. Most of
these resources have gone to coal mining distriets in Belgium, France,
and Germanyv (9). :

Proposals have been submitted to the Commission of the European
Communities to establish a Regional Development Fund. The Fund
would coordinate allocation of finances to regional development 'proj-
ects throughont the Community (8).

EuroreaN FreE TravE AssociaTioN

The European Free Trade Association (EFTA) was established in
1960. The original seven members were Austrin, Sweden, Norway,
Denmark, the United Kingdotn, Switzerland, and Portugal (the “outer
seven” in contrast to the “inner six” of the original EC). Finland and
Iceland subsequently joined. On January 1, 1970, Dennark and the
United Kingdom left EFTA to join the EC (13).

The primary objectives of EFTA have been liberalization of trade
between member states and progressive removal of barriers in inter-
national tkade. Other EFTA objectives inelude promotion of sustained
ceonomie activity, full employment, optimum use of resources, and
improvement of living standards. The organization of EFTA has been
much “looser’” than that of the EC, since the binding policies estab-
lished by EFTA relute printarily to the trade of member states, Unlike
the EC, EFTA does not plan to establish coordinated policies for
regional and rural development.

i{owcvcr, EFTA has functioned as a vehicle for the exchange of
views by members and the dissemination of practical information
that could be used by member states in developing their own programs.
Since the mid-1960’s, it has issned several research reports on uspeets
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of regional policy. In general, theso roports examine the extent of
regional problens aflecting the Association as a whole and the indi-
vidual members. Such problems include congestion in mujor cities
and the decline ol rural areas (with accompanying declines in agri-
culture and the extractive industries, such as coal). Three detailed
resorts, with the common theme of industrialization have been issued:
one on growth centers (1968), one on industrial estates (1970), and
one on industrinl mobility (1971).

The veport on growth centers presents the experience of EFTA
countries in applying the growth center idea to regional development
programs. The characteristics of a growth center vary according to -
the intended purpose of the center and the region it is to serve, A
growth center (also termed a growth point, growth area, or growth
zone) generally has un urban core (which may be small); is located
within a reasonable commuting distance for the intended labor force;
and has a potential for economic and population growth, the influence
of which will be felt in the area surrounding the center.

The study notes that seleetion of areas as growth centers poses
diflicult political and techniceal problems. Centers should be selected
for their long-term growth potential, not to remedy severe social or
cconomic problems. Centers are seen as necessary because optimum
nse of resources requires some concentration of activity. “No countr
1s sufliciently wealthy to provide a full range of modern services in all
locations irrespective of cost” (14). The ideal size of a growth center
is not speeified, but depends on individual circumstances such as the
eeographical relationship of the center to other centers.

One type of growth center is the “new town,” designed to catch
“overspill” from large, congested wurban ureas, und 1 divert expansion
from the city, The growth eenter in u rural area has the more difficult
tusk of creating expansion outside the influence of (e metropolitan
center.

Reaction to growth centers us a means of developing rural areas
has been mixed. However, the economic necessity of concentrating
activities, particularly infrastructure needed by industry, appears
to be pushing many EFTA countries toward development centers
in rural areas, cven thongh this policy may not be openly declared.

EFTA’s 1970 report on industrial “estates” (U.S.: industrial
“parks”) is a logical continnation of the report on growth centers,
An industrial estate is defined as “an area of land selected and planned
by, as well as being under control of, a development agency whose
task is to constnriet, or allow to be constructed, industrial buildings
and to provide . . . services considered necessary or worth while
for the development of the estate” (15).

The industrial estate or park can be of almost any size, and the
development organization can be public or private. Fuctories can be
built in advance, or to specifications of the users. Infrastructure can
include basic nccessities, such as water, sewers, and electricity, as
well as voeational training schools and other cdueational or social

- factlities,

E

Industrinl estates or parks are not new to developed countrics;
the system is in use in mauy of them. Advantages of concentrating
industrial development include an environment that attracts indus-
try, a saving of resources necessary to provide support facilities,
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preservation of seenic beanty by containing spraw!] and, for the firm,
ready neeess to sites, buildings, and infrastrueture. There are also
udvantages that occur with the concentration of firms in one loeation.
For example, loeal anthorities can provide a greater range of services
more efficiently,

Disadvantages of an industrial park for u comumunity may include
the heavy finuneial outlay required and political problenis involved
in site selection. Also, the firm may find that moving to an industrinl
sark means a greater competition for labor, that buildings and
facilities are not suitable, and that poor planning has resulted in
congestion.

Industrial parks can be important in achieving industrial mobility,
which EFTA countries have recognized as being necessary to speed
industrial development in underdeveloped areas, to encourage niove-
ment of people und industry from congested urban areas, and to
facilitate reorganization of urbun areas. Industrial mobility includes
not only the movement of u firm from one location to unother, but
also its o_.\'})nnsion through the establishment of new plants or offices,

The EF'TA countries’ policies to promote mobility reflect individunl
country problems, but most have emphasized assistance to industry
in the form of direct incentives—such as grants, snbsidies, und tax
exemptions—and provision of adequate infrastructure. Few of the
EFTA countries subsidize trunsportation as a means of encouraging
industrial mobility, and few conrtrain expansion in congested areus
(the United Kingdom was an exception). Few countries build factories
in an area before u firm has indicated a desire to relocate there, and
most exclude serviee industries—except tourism—from regional
incentives (16).

ORrGANIZATION rOoR Economic CoOOPERATION AND DEVELOPMENT

"The Organization for Economic Cooperation and Development
(OECD) was formed in 1961, and includes 19 countries of Western
Europe and the United States and Canada. Australia and Japan
later became members. The OECD stems from the Organization for
European Economic Cooperation (OEEC), which was formed alter
World War II to develop cooperation among its members and to
coordinate funds sent to Europe under aid programs such as the
United States Marshall Plan.

The OECD functions primarily as an advisory and consultative
body for industrialized nafions. Its objectives are to promote economic
growth and employment in member countries and to expand inter-
national trade. The OECD does not allocate funds to member countries
for regional development, nor does it have the power to regulate such
development. In regional development matters, the major benefits
to member countries come from an exchange of views and experience.

Development of rural areas has been a matter of continuing interest
to the OKCD Committee for Agriculture. During 1966-68, this com-
mittee published a series of monographs on the rural developinent
policies and_proyrams of I rance, the Federal Republic of Germany,
Sweden, Switzerland, the United States, Spain, and Italy. In addition
to examining oversll development policies, the reports assessed in
sone detail the application of policies and programs to a specific
area in each country (9). The studies cmphasize that adequate
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planning is necded before any program for vural development can be
established and that activities i rueal development are largely
dependent upon overall economic development. Other QECD studies
with sections relating to rural developmient cover such subjeets ns
land use, agricnltural policies, und finunce.

Mujor work on regronal development has been in progress in the
Industry Committee of the OECD since 1964, Regional development
problems, and policies and programs being implemented to overcomne
these problems, have been reported on for 15 countries. These reports
were mainly directed toward industry as w means of development.
Reports for individual countries have been distributed and a sum-
mary report has been  published (32). Major conclusions concern
the significance of public investment i infrastructure in premoting
mdustrinlization and the need for close coordination of all aspects of
planning (Iand use, social, cconomic) at all levels of government. The
reports show the similarities in incentives offered to enterprises in
different countries to encournge development of lagging regions. The
test recent publieations show a concern for the quality of develop-
ment and for the effect of development on the environment and on
sovial well-being.
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FEDERAL REPUBLIC OF GERMANY
SUaMaRry

Ruval development efforts in the Federal Republie of Germany are
inclded in compreliensive programs aimed at equalizing econotie
and ~ociul opportunities inall regions of the conntry. tmprovement of
conditions in mural areas i considered in the larger context ol compre-
hevsive national planning, which gives consideration to economie,
~ocist, and resoaree elements, The fandnoek 1965 Federal Regional
Planning Low outlines general prineiples for plowing, coordination,
and action programs at Federal, State (Gernane: Land; plural,
Locndery, and community levels, Land and loenl governments have
had inost of the respensibility for formulating, funding, nnd imple-
menting development programs, FThe Federal Government, in general,
hax coordinated plans and has =upplemented Land wud local resonvees
where judgeed necessary,

Pwo objectives of the 1965 Regional Planning Law are to stem
migration from rural areas and to keep aveas of dense population from
being Marther erowded. Specific measares have been establishment of
development areas for conceniration of effort and designation of small
aned mediom-sized towns as development centers for industry. One
objective has been jobs for agricubiaral workees displiced by farm
con<olidations and other struetea! readjustments,

In 1969 procedures for regional planning were revised with the
pas=ace ol a Federal law entitled “Improvement of the Regional
Seonomic Steacture.” Che 1969 law laid the groundwork for join
action by the Federal Government and the Lacender, and led to the
adoption of an overall plan. Unider the uew planiing system varions
Foderal and Land programs are consolisdhated, cviterin for development
areas are ontlined, and “regionul action program '’ oare established
lor the developmient of speciticd areas. A growtly point concept is ex-
tended, and develspment i 1o be concentrated in several hundred key
vrowth areas.

Prrsprorive

The transformation of the Federal Bepnblic of Germany from a
collection of small, essentially agrarian states to a modern industrial
nation ereatod problems of wdjustment in arcas relatively less adapt-
able 1o ccopomie growth, Probiems of imbabmee between the rural
and neban sectors and amone the nmjor gcographic regions have be-
come more seriis <inee World War H, with the establishment of the
Federal Bepnblic and the subsequent phenomenal recovery ol the
ceonony,

Urban ereas have continued (o expand. The Rulir (Cologne-
Duisherg-Dortinnnd trizngle)y, Rhine-Main (Frankfurt), and Rhine-
Neck (Mannheim=Btuttgart)  areas, and  the regional cities of
NMhunich, Hambure, miud Hannover cover only about 13 pereent of the
land aren of the conntry, but have 45 percent of the total population
and 30 pereent of all nddustrial workers (29),

(11)
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Many aveas of the conntey are thinly populated and offer little
employiient ontside agricultnre, Some 30 pereent of the Tand area is
ocerpied by about 11 pereent of the popidation and only 5 pereent of
the mdustreial workers, Althoueh wericnlture is dominant in these
areas, the small size and iveecular placement of Tandholdings work
agninat efficient and protitable favming, Conselidation of small farm
pareels and other strnctural adjustinents are being enconraged, with a
resultine rarval-to-nrhan movement as displaced agricultival workers
seek employment incindustey and the services,

Some problems have ocenrred that eflect hoth the rural and the
trhan components of entire regions, For example, the decline of
~pecializod or resonree-bhased indnstries, sueh as textile and ehinaware
manufaeturing and coal mining, has resulted in regionwide economie
depression,  Another regional problem. one amigue to the Fedoral
Republie, is the zonal border with Iast Germany, Tt has disripled
extablished transportation. muarketing, and other economic patterns,
leaving economieally distressed towns and rural areas,

Leonomie deficiencies in rural areas are heing attacked as part of the
Lroader problem of regional imbalanee. Great dillerences in population
densite, eeonomie opportanities, vl =ocial and enltural anenities
lave ocenrred daving the conntry’s postwar transformation, Speeifie
problems= in areas outside metropolitan centers are low population
density (oo low for eflicient servicing), population decrenses, low
lovels of employment in industry, inadequate tax hase, and low income
levels, Nany problems associated with congested urban esnters (for
exanple, pollntion and related health problems, traflie, and lack of
recreational faeilities) and problenisin miiral areas are constdered to be
interdependent for development planning purposes.

Pouicy

The #Basie Taw” {Constitution) of the Federal Repnblie stipulates
that the Federal Government will ensare equal living conditions in
all parts of the country. T'o achieve this goal of balaneed (or equal)
development, a syvstem of comprehensive national planning  and
development has heen established within the Federal - Govermment.
Tire national effort is referred to as revional development, a somewhat
mizleading term beeanse application 1= not limited to gpeeitic geo
eraplic regions,

The basis {or eurrent regional plannineg und development in the
Federal Republic is the Federal Reglional Planning Taw (1865) and
the Federal Law on inprovement of the Regional Economie S.rueture
(1969, These laws incorporate carlier policies and programs aimed at
giving support to economically depressed areas,

Thie 1965 Taw is broadly stated. giving objeetives, principles to be
followed in regional plannine, and enidelines for coovdination and
implementation. Two of the principles include statements diveetly
related to rural development and the problem of raral-urban imigration:

(Principle 3). .. Steps are to be taken to achieve in vural
aveas a sufficient population denstty. and an adequate economie
capacity as well as =uflicient ways to make a living, even outside
the fields of agriculture and forestry.
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(Prineiple 63, 0 Step<are 1o be tuken to counter overcrowding
of dwellines and workine phiees which eesults inunhealthy Hying
and working conditions as well ns u distortion of eronomie aud
socinl straetares,

Phus amone the objeetives of the law are 0D proventine the ontllow
ol people fronn raeal areas and 20 keening densely populates! apeeas
frotr heine furthor avererowded 175,

The principles onttined o the Rewional Planning Lows of 1965 and
1069 und related docmments =t objeetives amd limits for the Federud
Governvent and the individud  Lecedee, "Phe prineiples clarily
priovities apd  the alloeation of rezonvees 1o developient cforez, Al-
thouzh recional poli-v o in the Federal Republie refleets a pragmatic
asses=tent of needs, it is also baeod onc the systematio nse of dotaled
andd =tatistical data,

Althoneh the ereat oajority of rural development prograins ad
projects ~particularly the nonageicultueal programs-—are coverad by
regional ceonomie policy, other voliey statements ave in some measure
related to the =ubject, An imporiont exinple is the Federal Agricul-
tural Low of 1955, 1t has <ignifieantly influenced the stenetueal ehanges
now taking plaee i German ageienitore and in vegional planning ael
developrient. The Comron Agricultural Policy of the EC has also
put pressure on bhoth the stencture and the policy ol Gernan
agriculinre,

The IFederal Avrieattarad Law, with its “Green Plans,” is a basie
policy staternent for nericuliure. s provisions aim for o more eflivient
neriendiural seetion throuwsh suel =weps as consolidation of small farm
pareels into viable ceonomie tnits, However, farme consolidation
contribites (o the outflon of prople from the rural sector. Thus, (o
improve affocted arcas” potential for nonagriculvaral growth, the
“Geoen Plans' nelude measinres for favm roads, irrigation, drainage.
water and sewage svstens, clectrieity, and other services or facilives,
many of which mighe be elassed as “nonagricuftnral.”” A velatively
greater proportion of the development funds for these projects go to
arcas with poor soils. adverse elimate, or unfavovable topography,

farrrayexrarion or Poncy

fn the vears imnediatele Jollowing World Ware T a privnaes goal of
regionad policy was to eelieyve a liigh level of cimployment. Reconsirie-
fen areas woere delineated ci the hasis of suneh problems as tnemploy-
ment wunl need for rebuiliing of physieal facilities and tmproving
acticilinre, As reconstimevon progressed ad full employment was
attained, delieation of wreeas for development was hased more on
ceonomite ertierin -G, tax base, and industrial eapacity,

GUOVERNMENT UNITS AND DEVELOPMENT ARFAS

The Federal Government lacks anthority 1o create subordinate:
roeionnd adiinistrtive strietures or organizations. The Lawd (State)
is the principal unit of government and is vesponsible for implementing
dovetopmentud programs, Subordinate 1o the Land are rural districts
teomposed of rural conrmmnities and siall towns) and urban distriets
(hivlependent citiesy,
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Delineation of areas to teceive developient assistance s beern
moditiod over thme, The Foderad Government’s vecional developmoent,
prestant has heen aimed ot aveas wheee ceonommie potential is helow
the tatiwewt average, Theee major tand frequentiv overlnpping)
cacevorie e beor decbonated over the vears Tor peeferentinl abd:
developiment areas, .lu\ulnpl.w--' tow i or wros th eonters, and o belt
of fenud alone tae bevder with Gt Germanye, Parts of the border zone
have been inehuled incdeselopment areas: development towns have
Bevn doested Dot in nwl ant of the development arens wid the border
VALINTAN

Fhe main developraert nrees e heen the Bavarian Forest in the
<ot~ Franeonin i the sonily enieal part ol the comtey, the
ive! bothe et the oo vecion fronr the Bhine to the Hara,
tho o hcord thearthiwest, Sieee (035, the Federal Govermmsnt has
ordioes the aeen bordertoe ot Germany, Phe area 1= 0 do=ktlometer

S e o e raaterl bordee of e Fedoral e
stinp oy eeeteton the eastere hordec ol the Pederal Repabiie,

'I'izr' P Law on Linprovement of the Reviotal Feoromice Strne-
e e b ibe sabaegueint oceradl Poderal-Lasd resions |!u‘ elopment
(nlvm clieetive dan u..|\ T2 recognize cconcisivally weak areas and
crrternee e weni industeiad weas The l("‘ll()llm.lH‘ wenk ureas ave
thoee with an ceononie capaeity that is considerably }:(-lu'- the
natiornt avere, with below avernge levels of pessonal income,
hntted eployment opportnnitics ond limived potblie seevices. These
eecnotiiealty woenl prens are predominautly earienltoeal, Stracturally
weri areas are those now alfeeted tor potentially alfeetod) by teelno-
lncteal change, resomree depletion, snd the like. l“.un|»l(~ of strie-
pardln wenk oo are oblerindu-ndad orews -Tor example, coal nining
e andd steclsand tedife mannfuetirnge areas -where slow ccononic
arowih, or ahandomment. s characocristic,

The ceonoimtealiy ol ~oeevimeally wenk aveas, mm ~previal arens
deliseated nnder carlice developine 1) |»|n“1.n.1a— the [Sas German
herdor areascdonressed coal miniee Jicts wud developiment areas
\'(' o *"ul Gt Lo dir e are integraind into 21 Dregra i regions,

nm Hie ges Ump..n DEeasres are odined toosneet e neeas of each
I \~" S EH oS are forieed encseleceted “1'1\\([] ||()1u|

PROGRAMS AND FUNDING

Historieallv, the developroent ]lhtu aras of l|l(‘ Taender have foen
inilnenced by o Bnd-matehing policy of the Federal Government,
Most ol the prishie 1:1*'4~1|n«'n\. Bave been made by (he Lacodes and
loead wovernmert s, The Federal Government iz responsible for major
il RIOGE developiment, siele as cotstrieion s maitenance
of .11‘1,‘11 ECETARERRS wl watery wvs, aviost of the problems in coordinat-
g deve Iu'm.( At prosrams have arisen from difterences in the finaneial
resoitrees availablo to ;(( Iu/u' eud communities, Been when equaliza-
tion prevedinees pre cmployed, disparitiox ave renmined.

Brietly simmetaed, ineeitives erap ted ||m|~r the Federal regional
deve Slotingnt progran as 10 existad prior io the ereation ot the overall
Fodoral-Zaad plan ineluled investment grants, loans, interest rebates,
cramts, rapisl loprecinion, fmleht compensadon, and investuent
allownness, i""\!'!.l| aid was limited W |m>|v(l\ directly related to
Lelnsirializntion el economic aevity, The Lecnder also offered
finarieind ald andd ineendives, ustally as o supplement to Federal funds.
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The Federal vecionad development progeam has cone throngh a
period of change and evolution, 1t had bevome apparent tiat pro-
ernms aimed al assisting the border regdon and the designated de-
velopment vregions Lol lost effectiveness by dispersing limited re-
sonrees over too wide aa area o boo iy honeliciaries, As a result,
the Federal prowenin hegan to concentrat its regions | development
eflforts at specitie points, These “It)\\l’l Points or weowth centers are
stall= and medinmi=sized towns G0 to 50,000 inhabitants wnd even
larcery, which meet certain !'1‘(ll|ill'|l\l‘lll:~. (3.2,

Growth venters are being cinplisized Tor several practienl reasons,
First, new ilnlllslr_\‘ can now be more casily loeated away from natural
resoirees and murkets sinee feeiehit costs have heen Jowered . road
transport gives gveat fexililiny, and enevgy ean be supplied cheaply
to areas ontside U indnsteinlized zores, Seeond, althongh tocational
Cactors are nei as dominant ws in the past, imlllntl_\ sl requires
sonme conecentration al speeilie poiits =0 tha adequate pablie serviees
faneh as eomnmication networks, public edoeation, und voeationul
trainingy cun be offered. I addition. it iz more ellicient ta supply
sieh necessites as wator and eleeteiiny to coneentrated sites, o ther,
indastries require contact with other H\l"\'ll(‘\ ol services {rom
some of thein or exanaple, repair servicesr, Thivd, a program aimed
at growth renters offers zreater flexibility tw the Federl Government
i channeling sid to meet specific regiong! problems,

The objective of forusing developmental efforts on growth centers
is Lo eneonraes nednsteinlization, which wili vrovide cmployiment in
riral areas for those [eaving saricalture and reduee the flow of pesple
Lo crowded urban centers,

Growth centors figiie prominently in the present overall regional
development program. Over 300 ecnters have been designated. Of
these, one-tenth are designated ws primavy centers, and as such
receive a higher level of benefits. 24 subsidy of up o 25 percent of
investment costs may be paid to nuln:.hml (‘llt(‘ll)ll\"\ locating {or
expanding: in priney centers and towns i the Mast German border
aren. Dov vln,nm‘nl ~u‘)\luh.~s up 1o 20 pereent oay he paid Lo industrial
firms locating in primary centers outside the border zone. T the
other conters, investment subsidies may rapes from 1 to 15 pereent.
Indnstries in cconemieally and steneinzally weak areas may veceive
sithsidios up o 10 pereent for conversing: and modernization.

Other signiiicant featres of the overall plan include developnient of
infrastructure for indusiry, <uel as the creation of factory sites: pro-
viston for water and =ewazre svsleas, power ~|mpl\', and comnmuica-
tion. vetwork=y and  establistunent o voeational  trainimg  conters,
Devetopment funds (19 6o 15 pereent. =ub<idy) are also availabic for
the establi<hnent, expansion, and madernization ol tourist enter-
prizes. foass at fow interest rates are available for constrnetion of
residentinl and recreational support facilities in growth eenters in
development arens 1o muke the centers more atiractive. neluded
aniong such fecilities wre commonity centers, switing puols, and
playeronnds for childeon.

Funding (or the overall vegional (u\\'(\lumnv 1L program is divided
nppm\un)l(l\ coprally hotween the Federal Govermuent and the
Laendcr. The establishment of the overzll developmient plan is a joint
Federal-Land responsibility. The Laznder ure responsible for carrving
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out the tasks indicated in the overall plan, including budgeting,
allocation of funds, and preparation of detailed plans and programs,

Reaional policy n the Fedoral Republic of Germany is based on s
market ceonomy phifosophy. In pructice, the countey appears Lo have
suceceded in adhering to cortain prineiplesin this philosophy:

ter The location of hwdustrinl firms 1< derermined by the
entteprencurs themselves, (The Federal Government can influ-
enee decisions by offering financial advantage aud by improving
necessavy snpport factlities, but this intluence is indirect at most.,)

D) Prinmaetly mnfucturing enterprises —regardless of prod-
net-—and the tourist industery receive assistance. The intention
here is that the higher tncomes earned i these two sectors will
spill over into other sectors as indireet benolits,

tey FMinaneial aid iz given only in the initinl <tages of the enter-
pri<e it is not intended ws o permanent <ubsidy, Ald given is only
=uflicient to compensate for disadvantagzes in development arveus
{2,

The objectives expressed in the regional planning laws are not
quantificd, Thus, it is not possible to precizely measure the progress
niule in creating economie opportunities in rural arens: nor, in a
broader {rame, 1s it possible to determine with exuctness the progress
nede inequalizing living conditions thronghont the country,

Phowever, progress has been made. A in ol the region:s Vdevelop-
meri proceams have “been satizfaetors™ o0 po S0 Deimperanhice
actdeveionts nelude a lessening o the podl of 1the erowded

mdus-
trindized reeions of the west aned an inereased b by the sonthe ceco-
nomicatlv weaker); slower population growth in the densely pepudated
Lo nder aaud migration from some erowded areas to neighboring, less
dersely poplated  Laender. T vecent years, there has been o net
snigrstion to rural arews in designated Federal developuent aceas
(41,

Snectiie economic achievements inelnde @ fuether reduction in the
ditforencs hetween prodict per eapita (gross domesiie produet, or
GOy inothe vartons Leeader and the Federal average, with o fuster
tiubistriadizod erowth in the previously Tes< industrialized Leender. In
the Federal development areas (neluding the border zone and the
destrvated grovetl centers), GDP ogrowth hes awt least reached the
Fedoral averaze, per capita GDP has ineveased, and industrial em-
ploviient is higher than the Federal average. The percentage of
relocations ated establishowent of new enterprises has shown o macked
nerease sl regions dueluding development areas) combared with
urban coteentratinns, Over 17,000 new jobs were created in growth
centers from 1959 to 1063; another 17500 jobs witl be available when
currently planned projects are completed 020),

These achiovemenis shoukl be considered in liehe of the great
cennemie expansion that has takencplace saee the carly 1950°s wd the
abor shortaee, which has foreod onterprises to reernit in labor snrplus
areas, such as areas wheve labor is heing released from agriculture,
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I'TALY
SUMMARY

Ruval development efforts in Ttaly Lave been focused on the
Mezzogtiorno—the peninsula south of Rome and the islands of Sieily
and Sardinian. The Southern Ttaly Development Fund (Cassa per 1l
Mezzogiveno), un antonomons Government ageney, was established in
1950, T'he Fund was to expire in 10 years, but it has been extended to
1050, Tnitad Fund expenditnres were concentrated on agrienltural
developient; investment in infrastencture had second priovity. More
recerttly, indistrinlization has bheen given first priovity. Development
in the Mezzogiorno is being stimulated by grants, low-iiiterest loans,
tax relief, puyment lor needed infrastrunctuve, and reduced vates for
eneray, fuels, and freight,

Althoneh development efforts have foensed on the south, depressed
arens in centeal and novthern Laly have also been nided by national
Government measures which, for the most part, have paralleled
efforts in the Mezzogiorno-—~tinancing of industrial and tourism proj-
cets, tax concessions, infrastrncture projeets, and so forth, In addi-
tion, the antonomons regions offer several types of financial incentives.

PrrsrrectivE

Agricultnre in Ttaly 13 influenced by the commtry’s wide range of
climatic and geographical conditions, The peninsula stretehes from the
Alps almost to Afriea. Most of the land is monntainous and subject to
to crosion; the plains areas are small and sometimes mavshy. Floods
and excessively dry conditions wre not uncommon. Rural development
is alfected by the natural conditions shaping agericulture and by the
great difference in economic development bitween the north, with the
fertile Po Valley and the major industrial centers, and the underde-
veloped south-—the Mezzoziorno.

The Mezzogiorno covers 40 percent of Italy’s land area and has 38
pereent of the population. Speciliec problems in the area inelude few
natural resources, a low level of economic activity, low income levels,
and relatively high rates of population growth. The problenis have
residted in mass migration to other parts of the country, particularly
the north. Between 1951 and 1962 alone, 1.7 million people migrated
from the rural south. Also, serions regional timbalance has occurred
beeanse of continue development in the north, in terms of economic
opporrunity amd gocial advantages.

Rupid growth has changed the structure of the Ttalian economy
markedly, with agriculture declining in significance. In 1955, agricnl-
ture employed 38 pereent of the active population and accounted for
20.5 percent of gross domestic produet. By 1970, agriculture ciployed
only 22 percent of the active population and accounted for an cesti-
mated 12,6 percent of gross domestic product.

(17)
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Ponicy

A central goal of regional development in ltaly s to correct the
traditional imbalanee between the Mezzoziorno and the rest of (he
conntry. I additon, cirrent cconomic paliey is aimed ot genereal
problenmis of population concentration, ceonomic depression,  and
resource depletion. Ultimately, the Ttalion Government hopes (o
achieve baluneed cconomie developient nationwide by dispor<ion
ol productive activities snd honsing imits, One objective is to nproyve
living comditions in urban areas.

Larneyiesrarion or Pourey
GOVERNMENT UNITS AND DEVELODPMBENT AlLREAS

_ Regional economic plaming committoes, consisting of represelita-
tves ol Jocal conmmmnities, national Goverlunent  representatives,
workers and employers as<ociation-, anl experts on regional prob-
lews, prepare vegional development plans which form i input into
the national economic plaos, The regtonal commitees are thus o link
froni the Tocal level to the central Govermment and serve to coordinate
regional ned national plans,

Develepment inthie south has heen the vesponsibility of the ¢ ussa
per ol Mezzogioruo, the Southern Taly Dovelopment Pand, There
were five principal reasons Tor centralizing development authorioy
i the Fuand: The problems ave of sueli grent seane: the dovelopinent
territory was defined on a finetonal, not adiinistrative bas : the
lavge pubdic works required overall inanagement for greatest ollicieney
there was g necd to et bureaneratie red tape: and o seii=autonorons
ageney conld raise additional funds threngh louns (411).

The Fmud 1= ander the politicad direction of the Ministor Tor Speeial
Action in the Sonth Gulvised by o specinlaministerial committees and
under the aperational control of a Board of Directors, The Frnd
has w detinite hudget, considorahle freedom, and power to pursue
those objectives it deems necessary,

hudnstrial boards (consortian) are impertant in implementing loeal
projects. The howrds are composed of representatives fram the come-
munities, recional agerceic<, and industrinl and labor associations, The
boards catcact as an arm of zovertunent when neces<ary, with power
to condemn land wnd, to a decree, 1o veto actions of local ofliciud-,
Speeific: tasks assiened to the fndnstiial Boards inelnde the erention
add snanagement of industrial developmoent areas and nuclei of indos-
trizlization, The “arees” inelide a namber of communitios wnd <evernl
ilustriat park<, “Nuclel nsnatly inelude only one or two eomtinii-
tie= and o =ingle ndusteial park ),

PROGRAMS AND FUNDING

The Southern Taly Development Fond awas extablished in 19350
with an initial life of 10 years hut was sttbsequently extended (o 1965
and then to 19800 Initial expenditures were concentrated on the
development of agriculture; of funds available in 1950-57, 77 pereent
were alloeated to uericultural development. The remaining finuds were
allocated to infrastructure projects. The Government hoped that by
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giving priority o neciealtuee and establishing o general ecoromie
frammework, o self=sustaining crowth conld be stimulated. However,
thi= gonl was not achieved during the 1960°< ().

I 1057, when o uew law lengthened the life of the Fud to 1965,
the money availuble was donbled and the following measures designed
to promote industey were pdded: Capital erants, interest vebates and
eredits; eredits for establishing lulnhnnvtmv for new industry: and
designation of development regions and - industvialization centers
where infrasteneture projects andd financinl nssistanee wonld be con-
centrated. Also, alloeation of funds changed. Agriculture recieved 55
pereent: idustey UE pereent, water supply 15 percent, voud con-
struetion 13 pereent, and mhwllnnmm 6 percent. The concept of
Cintegrated industrialization centers,” proposed iu 1963 and n])])ll(‘(l
in 1066 in the Bari-Turanto-Brindisi area, was judged suceessful (4).

T 1965, the mandate of the Fund was extended another 15 years——
to 1980 -mud for the first thine, industrialization was (‘m])lm\i/.v(l s
the ey item to “bring the South fevel with the rvest of the country,
ad stop the extensive ont-migration. During 1965-70, funds were
alloented ws follows: Industey 33.5 pereent, ngricnlture 24.4 pereent,
general infrastrueture 21.7 pouvnl (water supply 13.1 percent, mml
construetion 8.4 pereent), touri-m 6.5 pereent, and miscellaneous 13.9
pereent,

The 1965 devetopment plan for the south, created under the aus-
picesof the Fund, was incorporated into the 1965-70 national cconomic
program. The plun ealled for loeating in the sonth at least 40 percent
ol all new jobs in the nonagric ultueal sectors, In addition, four com-
prehiensive development aveas were delineated in the south-—one ench
e Sicily, Sardinta, Lazio-Campania and Poglia-Basilicata.

Indieements offered by the national Covermment for developing
the Mezzogioro include grants (up to 20 percent for building and
30 pereent for equipient), low-interest lonns (4.0 to 5.5 pouonb) tax
relief (for example, exemption from incone and corporation taxes
for a period of years), pavment for needod infrastructure (up to 85
pereent of the cost), I(‘(lll(‘(,d rates for eleetricity and fuel, reduced
Ireight rates, and other benefits ().

The autonomous regions in the south also offer several tyvpes of
finaneial incentives. The combined total of benefits granted by tegional
authovities and the nationnl Government may not exceed 85 pou(nt,
of the total investment by small and medium=sized enterprises nor 62
percent of the total investment by othier enterprises.

Attempts to stimulate growtliin the Mezzogiorno have gone through
cortain phases, In the fiest phase, aid was diffised Lln()lmhmlt the
region. In the second pliase, aid was concentrated in development
regions and mdustrialization ‘conters. In the third phn\o large, com-
prehensive developrient areas were established, lwnphmx shifted
from assisting individual enterprizes to promoting integrated industrial
complexes, atd the volame and kinds of public assistance substantially
iereased 14),

Abthough development efforts have locnsed on the Mezzogiorno,
the nattonal Govermunent has also aided depressed areas in central
and northern Htaly. These measures have paralleled efforts in the
south, with projects for infrastrneture development, incentives for
acriculture, fonns and grants for industrial and tourism pmmct\, and
tax concessions (24; ->1)
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T addition to its hroad regional development programs, Ttaly has
Five-Year Plans for Agricultural Development (the so-called Green
Plans) that include limited funding for what may be defined as non-
agriciltural projects, These inelude eleetvilication, rond construction,
promotion of tourism and erafts, housing construction, and fool
provessing in essentially ruval nvens.

The Mezzogiorno development poliey is scheduled over an extended
period, and auy evaluation of its snecess must fake into ageount the
faet that a munber of yeoars remain in the enrrent plan, Still, in terms
of gross nativaal produet and industrial employment, the south has
fared well. During 1954-66, the gross domestic product of the south
grew at a slower rate than that of [taly as a whole, but as the pro-
portion of the Italinn population living in the south was decreasing
by migration, per eapita domestic product during that period inereased
at the same rate as the nutional average, Industrial enaployment in
the south during 1951-65 increased slightly faster than the national
average growth in such employment, From 1951 to 1967, the propor-
tion of persons enganged in agricualture in the south dropped from 56.7
peceent to 35 pereent, while the proportion of industrial workers
mereased from 20,1 pereent to 304 pereent,

However, the flow of people {from the south continues. And it has
not yet beent possible to create a suflicient number of smail and
nmedivni-sized Tactories which employ more labor than the capital-»
imtensive prinavy industries already established in the south (4.
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MNLGIUM
SuUMMARY

Belginm is w relarively small, compuet, highly industrialized, wd
densely populated conntey. A= in other industrialized countries, nove-
nient front rural areas to urban conters continues, Declining indis-
tries. chielly coal tining, and an ontmoded industeial steue ture have
led 1o regional imbalanee. Development is aimed basieally at indus-
trialization to reduce unemplovinent. and i< encouraged by means of
interest vebates, capital grants, Government-giuaranteed fonns at fow
interest rates, tax relief, and developument of industeial land.

Persrrcnive

Belgiun is densely populated awd highly industrialized. Problems
of nnnl areas, where agriculture or mining predominate, nnd problems
of other less-donzely populated nreeas are in large measure subordinate
to specifie veaional problems that are related to indastreialization and
unemployvment.

Agriculture now aceounts for only about 5 percent of Belginm's
aross domestic product, The nonfarm labor force in 1956 represented
013 percent of total emploviment; by 1968, the share was 0bd por-
cent. By 1080, noufarm employment niay reach 97.0 percent of total
employment. Population shifts from the countryside to urban centers
coutinue. Almost one-third of the agricultural population has left the
tand sinee 1959

I some nonnrbaun aveas. the deceline of the conl industry has eanxed
recional problems, Not only have the tmines and the allied industries
been altected, but services and other industries (sueh as ceramies and
railway mllmu' stock) have hecome depressed as well,

These 1 ‘l[)ltl changes in ceonomice structure have led to regional im-
bulances, with relatively high uneniployment in some regions.

Pouicy

Belginm's regional pulu vomay be said to cover development in riral
as well as urban areas, in essénee, the objectives of regional poliey,
which are never specificallv defined, are to achieve a balanced distrie
bution of (regional) activities, and to solve speeific problems, such as
unemployvment, as they occur in eacl region.

IarpLEMENTATION OF PoLicy
GOVERNMENT UNITS AND DEVELOPMENT AREAS

At the national level, Belgiunt's Ministey of Economic Affairs is
responsible for plnnmn‘r and implementing’ regional development.
Working with the Ministry are two Ministerial Secretaries of State
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for Regional Beonomy, one for the Flemizh region and one for the
Walloon region, The Seeretaries propose direetives to implement re-
eional lnws and participate in regional policy decisions,

The Ministerinl Committee for Economic and Social Coordination
= the main coordinnting hody Tor matters affeeting more than one
ministey. Land n=e planuing, neluding the selection of industrinl sites,
= a1 Minetion of the Ministey of Public Works<, Provinees and com-
minitios, ustally in intercommnity nssociations or semipublic com-
panies. also assi=t in the development of industrinl arveas.

Designation of developrient regions were provided for in a 1059
law. The regions were defined as areas in which one of the following
exists in “substantial” measures: Unemployment, perinanent out-
migration. a large number of commnting workers, or dechining eco-
nomie aetivities, Fifteen development regions, some gunite small, were
delineared under the Taw, They cover 322 communities and vepresent
abont 18 perceent of the population (),

In 1966, Tegislation was passed covering development of coal mining
recions and regions “eonfronted with acate and pressing problems”
some S0 eriteria, 25 of them sociad (for example. popnlation, employ-
went, and peesonal income) and 5 of them ecconomic (for examyple,
infrastrneture index, residentinl index, and land nse), were nsed to
seleet region= with acute and press<ing problems, Over 679 communi-
tivs- —abont 23 pereent of all communities and 35 pereent of the popu-
Iation —are inelnded in the coal mining regions wid regions with acute
and pressine problems,

PROGRAMS AND FUNDING

Boleian recional develomnent poliey has its origins in reconstrie-
tion efforts after World War 11 Economie necessity foreed emphasis
on the then existing iddusteind structure so that export trade eould
De guickly inereased. In 1033, an aet was passed to give financial aid
[or cveating and expanding indnstrial and eralt enterprises.

The 1953 aet was replaced in 1959 hy two laws which linked re-
gional developnient weasures to general economie poliecy. One, the
“General et was aimed at stiinlating industrial expansion through-
out the eonntry. The other, the “Regional Act.” was aimed at solving
regional problems amd also stressed investment in indostey, Three tax
laws. alio passedd in 19539, provided tax incentives to indostrial invest-
ment. The National Tnvestment Company was set up in 1962 to aid
indnstey by gequiring o temporary share in enterprises needing
capital for expansion,

Rapid deterioration in the conl mining arcas and a need to speed
up development in other regions stimulated passage of a new devel-
opment net in 1966, The 1966 act, which provided temporary aid for
specified regions. strengthened the 1939 aets with provisions on
amuounts and types of aird to be granted and the delineation of devel-
opment areas.

The 1939 and 1966 acts both specify similar means of eneouraging
development —interest rebates. eanital grants,. Government-guaran-
teed Tow-interest loans, tax reliel, and development of industrial land.
The interest rebafe is the mest common incentive usad to promote
devolopment., Rebates avuilable to enterprizes range from 2 to 5
pereent; in some instances, loans are interest-free for the first 2 years.
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Grants Lo linns Joeting in desienated  development regions range
from 20 to 30 pereent of the wnvestitent in Tand and buildings anld
froin 7.5 10 10 poreent of the investinent in equipment, Tax veliel on
investment in development vegions inchindes tax exemption on Govern-
ment erantz or subsidies, exemiption from property tax, aned aeeelerated
deprociation rates, Industeial Tosd development may be fuethered
by the nationud Government, Provinees, and conununitios, atl o which
cant condemn Tand for industrial purposes and zet up developient
corporutions.

The werienliiral seetor s aided theough aets nnd funds in addition
to those related to vegional development. For example, a third of ihe
eost o electrilyving isolnted fors and improving vountry rowds ix
covered by CGovernment  add provided by the Investment Plan,
[mprovements to rueal housing nre carvied out by a semigovernmental
cotnpany (Soeci¢te Nabionale de la Petite Propreiété Tervienne), which
is ussisted by loeal and regional asseciutions. The compuny”’s goal is
to improve living conditions of low-income families in rural or semi-
mdnstrialized arens, whether agrienltural or not,

OfF the three mjor geographie regions of Belgium (Flemish in
the north: Waltloon in the sonth; and Brussels), the uorth has definitely
benefited from the regional development poliey; the south, less o,
In 1958 68, tnempleyviaent in the north deereased 38 pereent, but in
the south it inereased 30 poreent, From 1959 to 1867, new investments,
stimulated by interest vebates, resulted in the creation of 159,000
new jobs--71.2 pereent in the novth, 26 pereent in the south and 2.8
pereont in Brussels, o terms of migration. the north, which had net
ottl-tigration from 1563 1o 1962, vegistered u uet in-migration after
1964, Out-migration from the south vontinues.

According to an official sowree, *Belgian regional poli v has done
much to inprove the sittation i the Northern region from what it
was i 1959 . . Concurvently, the situation in the Southern region
has deteriorated markediy-"" (),

The continting imbalanee in vegional development may be due to
the reason given by the same souree; “As identical aids were offered
to new investinents in these prefevential regions, it was doubtless
logical for new enterprises wishing to veceive the aids to seck the sites
which offered the bigeest advantages, notably with regard to regional
fucilities, atds being equal, Tt therefore, =cems natural that new enter-
pitses showhd have set up in the aveas faced with the least seriots
problems or without real diffieulties” ().
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THE NETHERLANDS
Suasany

h’mul development in the Netherlands is intlnvn(ml by several
factors: the relatively <small size and compaetness of the country, the
high averall density of population, and the growing L()llﬂt‘\ll()ll of
constal urban areas (he west), R(wunml poliey is umu\(l al restricting
concentration i the west, (l(\(‘l()[)lll“‘ cortain l(‘"lOll\ still homll\
depemdent on wericutture, un(l converting the economic base of l(‘UlOlH
with declining 1mln~lnv~ (for example, conl and textiles) to new
indnstries and zervices.

Sinee 1951, Duteh poliey has evolved from emphasis on establish-
ing 11111--1xnuclmv in broad development regions to industrialization,
with priority given to u limited number of development centers in
three large regions.

Perspeecrive

Agriculinre in the Netherlands is nndergoine sienificant chiange as a
result of mechanization, a =hift toward larger fwrm units, and speciali-
zation in production. The relative importance of agriculture in the
cconomy has diminished. Agviculture accounted for 10 pereent of gross
nation: 11 product in the mid-1950"s and 7 pereent in the mid- 1960’5
The aericnltaral lubor foree has (lm,xouswi by one-third stnee 1955 and
now accounts for about 7 percent of the total Tabor foree.

Out-migration from the agricultural regions in the north and south
has added to congestion in the large urban centers in the west. The
three western Provinees lave 47 pereent ol the country’s totad popu-
lation but only 21 percent of the tawd area. Within the western region,
the Amsterdam-Rotterdam-Hague-Utreeltt metropolitan area has 37
percent of the total population but only 10 percent of the area, In
addition to these large urban ureas, regional citics and large towns
provide new emplovient opportunities and also absorh some popu-
Lation from the comryside ().

Pouicy

The ohjective of the Netherland’s development poliey is to achieve a
relative balance of popaiation and economic activities throughout the
country. A major goal is to develop industry in the predominantly
agrie vllm al reions of 1he noeth and =outlt, where the rate of unemnloy-
ment is umm\ul" high and, (on\o(llwntl\, out-migration persists. A
related goal is (o lossen migration (o urb: UL areas i (hn west and slow
further popul wion arrd industrial growtle in that region.

25)
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[venestsNration or Poriey
COVERNAMENT UNITS AND DEVELOPMENT AREANS

The NHinistry of Economic Affaies is responsible for regionul poliey
at the national level, The Ministey outhines poliey guidelines, deline-
ates development aveas, wind ndicates the nature of aid to be given for
development,

Regronul development projects are administered by the Provinees
and commmnities. The Provineial governments act ~lhielly in advisory
and coordination roles and make recommendations to the national
Goverument, Comtaunity governmments are responsible for adminis-
teation atd implementation of projects,

Stee 1959, development efforts have centered in 48 “development
nuclet’” in three large development regions, The largest region covers
most of the northern part of the country; two staller regions are in
the southeast and southwest, These three regions cover 46 pereent of
the country and have 21 percent of the population. Of the 48 growth
centers in the regions, 21 have been destgnated as “primary.”” These
prinmeey centers are given priority over the 27 “secomdary’’ conters (4).

PROGRAMS AND FUNDING

Immediately after World War 1, developmental efforts were con-
centrated on creating infrastructure in special developiment regions.
From 1953 to 1959, efforts were divected toward regional industriali-
zution, with aid in the form of development grants,

A shife to development centers. located in larger regions, began in
1959. The objective of concentrating on development centers is to
stimulate & number of favorably located places to such an extent that
they will achieve self-sustaining growth and, in the proeess, aid the
region. The development centers that were selected had existing infra-
structure (housing. educational and recreational facilities, and cul-
tural and socinl amenities) sufficient to attract new business. In-
general, selected centers were relatively large in population. However,
no size limit was established, An attempt was mude to seleet centers
that were suitably located and would have a good chance of self-
sustaining growth. The Dutch now consider the centers (48) to be too
munerons; 20 centers would be preferable {30).

Development is aided in three general ways: Provision of infra-
structure, finaneial assistanee, and assistance in social planning.
Infrasiructure covers improvement of communications, creation of
mdusteial aress, and improvement of publie services. Projécts uve
undertaken at the national, Provinciul, and comimauity level; in
some instances, the nationnl Government ean contribute up to 95
pereent of the cost. :

Financial aid from Governnient agencies to enterprises varies with
geographic location. It inchudes capital grants (with funding alloca-
tion based on arca of flovr spuce), reduction in the price of land (50
percent reduction in the purchase price of land for a new enterprise),
nerest rebates, loann guarantees, and participation by the Govern-
ment in the enterprise (stock purchase). Aid to an enterprise can
reach a maximum of 35 percent ol capital investiment.
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Socint planning, considered an important part of development, is
focused on providing regions with social and enftural facilities, such
as schools and vocationul training centers, sport and recreational
facilities, medical Tucilities, libravies, and cultural centers (L1; 30),

How well the Netherlands' development efforts have succeeded
can be inferred from statements concerning employment and migra-
tion, Stimulation of industey owside the crowded western region has
restdted in a slight deerease in that region’s share of the total in-
dustrial labor foree, while the north aud south have inereased their
shares. During 1957-67, 60,000 new industeial johs were crented in
the Netherlands. About two-thirds of these jobs were created by
firmis that had veceived assistance. Migration patterns have reportedly
shown a remarkabte shift, with out-tiigration from the western region
beginuing to oceur, There is net in-imigration jnto the north, where
a el outilow had loug been observed. It should be noted that favor-
able economie conditions liave stimuluted industrialization and in-
creased the demuand for labor in enierpuses ihai have not received
public ussistance (4; 32).
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SUMMARY

Serious imbalances in industry and population distribution have
occurred among regions in IFrance, with a concentration of industry
and urban population in the north and east. Qut-migration from rural
to urban arcas has aggravated the imbalance. 4

Reginnal policy has as its overall objective a better distribution of
activities and population, Specific goals are relief of congestion in the
Paris region, redevelopment of regions with declining industry (coal-
fields, textile areas, and small iron and steel centers) in the north and
enst; and development of predominantly agricultural areas in the west
and southwest to increase non-farm employment opportunities there.
Incentives and constraints are both used to achieve these goals.

France's traditional pattern of concentrating authorivy in the central
Government carries over to its development progrum. In 1956, the
country was divided into 21 program . egions for development purposes;
the regional programs are formulated by the central Government and
modified to fit local conditions in the various program regions.

Fiuancial aid for industrial development or relocation is provided by
industrial development grants and by the Economic atd Social De-
velopment F .1d. The Fund for Aiding Land Development and otlier
forms of tin: cial assistance are available for large, regional infra-
structure projects for agriculture, recreation, and hydroelectricity.

Various programs are designed to help rural areas i particular. The
muin concentration is on rural centers to supply medical, cultural and
other services to the surrounding areas.

To relieve urban problems specifically, nine new satellite communi-
ties are being planned. Lyon, Marseille, Rouen, and Lille will have one
each, and Paris will have five.

PERSPECTIVE

Development of rural areas in France is motivated by the sevious.
disequilibrium between major regions of the country. The uneven
distribution of population and econornic activity is highlighted when
declining rral areas, mostly in the western regions, are compared with
the congested industrinlized centers of the north and east. Alinost one-
fifth of the population lives in Paris—on 2 percent of the total land
area. Otlier probiem areas include those where major traditional in-
dustries, such as coalfields and small iron and steel centers, are declin-
ing but where other industries have not expunded sufficiently to absorb-
exeess labor.

Unemployment looms large in the country’s rural arcas. In the
mid-1960’s, 20 percent of the Frenclt labor force was employed in

(29)
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agriculture. By 1985, the shave is expected to be 8 to 10 pereent at
most, as farms wre consolidated into larger, econoniieally viable units,
The need for alternative job opportunities in industry and the services
is appareat (26).

Ponicy

Rural developinent in France is an integral part of regional ))()ll( v,
In the comprehensive Freneh approach to regional policy. economie,
socin, and land use planning are integrated, The objee tives inchide
action to remedy imbalances in regional disteibution of activities,
developnient of depressed mining and industrinl arcas. and develop-
ment of predominantly raral nreas.

IapLEMENTATION OF PoLicy
GOVERNMENT UNITS AND DEVELOPMENT AREAS

Planning and administration of regional programs are centralized,
a relleetion of the traditional French stricture of wovernment, Admin:
istratively, France is divided into Departments, which are divided into
commnes, el Department is headed by a direet representative (The
Prefeety of the Natioval Government who iz invested with con-
siderabie anthority, The comnine is the hasie unit of loeal government,
A commnice is consudered raral if the population of its main inhabited
place is tess than 2,000, Rural communes cover about nine-tenths of
the country’s area,

Because the administrative stracture has not encouraged consulta-
tion and decisionmaking at the lower level, new lhinetional units were
estublished o carry out regional policy. Twenty-two program regions
covering the entire country were delineated in 1955 on sconomic.
historicul, de nlo(rl.mhic, aid even psyehological grounds (relating to
regional “xpirit’). A slight change was made in 1960, and there ave now
21 regions (20: 207 3.2).

Reaional poliey is formulated as follows: General guidelines are
established by the national Government and sent to the regions. In
cach region, loeal needs and problems (for examiple, new industry and
raral migration) are surveved. Based on the sureevs and .mnl\~1~ at
the regioral level, policy and objectives are modified to meet local
sttuations (32)

The French Ministey of Agriculture has had far-rexching responsi-
bility for activities in rural areas, incliuding promotion of balanced
development and provision of certain public services to the rural com-
munes, sUel as water, electricity, sewage, and rural rouds,

PROGRAMS AND FUNDING

IFreneh regional poliey. modified considerably since 1ts ineeption. is
based on a number of logal toxts. Rural development is affected by the
constraints, positive mwnllvo\. and infrastrueture projects that are
used as instruments of regionai policy. _

Constraintz en the location of imdustey . and decentralizition of
activities affect prineipally Paris and Lyon. Any proposal for indns-
trinl construction covering 1,000 squure meters or more is reviewed by
the Ministry of Works, The Ministry issues an authorization, after
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consubtution with a regional commission that assesses the impact of
new estublishment, Also,Government activities in the Paris region are
stihjeet to review by u decentralized comntittee, which specifies
Governinent agencies that can be transferred outstde the region (4).

Positive incentives emploved o encourage decentralization and
regional development include natioval finnanewnd atds and tax benefits,
plus toeal assistance. Among the national linancial aids are loans
aranted by the Eeonomie and Social Development FFund (at 6 percent
mterest for 10 to 15 yvears) and industrial development grants. The
grants can be ns high as 25 pereent of investiment expenditure for
establishing new enterprises in underdeveloped or declining areas, and
wp 1o 13 pereent for enterprises that expand. Regioual development
corporations (public) mav purchase shares of enterprises (up to 35
percent; niaximum terny, 15 vears). Enterprises nmdd service activities
that reloeate outside the Paris région may receive decentralization
grants to cover part of the cost of the transfer. Industrial enterprises
may be reimbursed for up to 60 percent of the cost of moving and serv-
e netivites may receive 13 (o 20 pereent. In addition, enterprises in
Paris that rejense workshop, storage, or indusirial space are chigible
for “fclosure” grants (4).

Other pational finaneial nids are vocational training grants, price
reductions for industrial sites, and reductions in fuel costs (natural gas
and electrie power).

Tux benefits include a spectal amortization rate of 25 percent for
capital expenditure in the western regions, total or partial exemption
from the business tax for up to 5 vears, and reduction in the transfer
tax on real estate purchased under regional development progruns.
Purchase of land can be assisted by local authorities.

In addition to constraints and positive incentives, major infra-
structure projects are used to shape und channel development. Several
joint public-private enterprises enguge in large vegional projects for
agricutture and tourism aud for generation and distribution of hydro-
electrie power. Various financing arrangeinents are used; the most
important is the Fund for Auding Land Development.

Problems of population growth and distribution have concerned
French authorities for some time, and are being dealt with in several
ways. In addition to constraining growth in the large urban centers
of Paris and T.yon (and offering incentives for relocation from Puaris),
France has designated eight alternate cities or wmetropolitan areas
(metropoies ' equilibre) to counterhalance the attractien of Puris. In
addition, five new satellite communities in the Paris region, each with
a population of 300,000 to 500,000, are planned as an alternative to
inereased congestion in Paris itself. The new communities will have
commercinl and service centers, education facilities, and possibly
industries. New satellite communities—one for each city—are also
planned for Lille, Rouen. Lyon, and Marseille (78, 32).

Opposite problems affect rural areas. Much of the deeline in these
areas resilts from farm consolidation, increased mechanization, and
surplus Iz bor. Current programs to ensure continuance of a rural way
of life include occupational training, with enccuragement and support
of tourism, craft trades, and the development of small, rural industrial
units.

Present rural development efforts include concentration of invest-
ment for infrastructure in a specific number of villages rather than
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spreading investment over all villages, The objective is to use re-
sources to develop “rural centers,” where faurmers und rural residents
can liwd desived wdiinistrative serviees und facilities for education,
recreation, cultural pursuits, health and commerce.

Development programs cover a considerable portion of France,
BtTors 1o wehieve mnjor objectives (halaneed regional developnient
ad relief of congestion in the Paris arca) show mixed results, Progress
here @ difficult to assess quantitatively beeatise statisties ave lacking
or reporting methods have varied so that the data cannot be compared.,
However, general cconomie indicators—-wages, energy consumption,
indnsteial construction permits, and others --show “mnarked improve-
ment in the west, growth in the south and southeast, and a persistence
of diliculiy i the novth and east” (3.2, p. 40).

Decentralization of aetivities contered in Paris is still a problem,
However, the rute of population growth in the clty has recently de-
clined, and there has been some transter of industry from Puaris to
other regions. Another problem that remains is hight unemployment
in areas with declining industries such as coal mining.

O
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NORWAY
SUMMARY

Norwny’s carly regional development programs emphasized the
channeling of industry to underdeveloped arcas by offering o wide
variety of incentives to entrepreneurs, such as loans and tax advan-
tages, und by providing sufficient infrastructure. The regional develop-
ment program has since been broadened and now inchides considera-
tion of land use planning and the establishnient of industrial parks.
Trial growth centers have been establislied in an effort to reduce
dispersion of limited resources and to test plans and programs.
Migration of workers from industries with declining labor require-
ments (mostly fisheries and agriculture) continues, with population
buildup in regional centers, where industries are expanding.

PEnsrECTIVE

Norway’s development problems are divectly related to the dispersed
settlement pattern and to geographic conditions that have long
channeled patterns of growth and trade. Three percent of Norway’s
land aren 1s used for agriculture, and 23 percent is in forest; the
remaining 74 percent is non-arable, and includes unproductive
mountains, moors, tundrws, or similar terrain, and other uses, such
as roads, cities, towns, and villages. The scattercd settlement pattern,
particularly in the constal region, dates from earlier times, when
farmiung, fishing, and hunting were the chiel occupations and water
transport was predominant.

Since World War II, land and air transport liave complemented
water transport. This shift has required a great investment in roads,
bridges, airports, Lharbors, and ferry connections. With the chanrge
in transportation patterns has come a gradual depopulation of the
isolated parts of the coastul zone and o growth of towns and smaller
fishing centers.

Norwegian agriculture is handicapped by a short growing season, &
difficult climate, sdverse topography, and scattered distribution of
furm parcels. Most ol the farms, which are individually owned, are
too small to provide an adequate income. As a result, most farmers
have one or more ocenpations off the farm. Fishing is one of the princi-
pal secondary occupations for farmers in the coastal districts,

Agriculuure (inclunding forestry and fishing) accounts for about
one-fifth of total employment in Norway but lor less than 10 percent
of total gross national product. The rural areas are thus not in balunce
(in terms of production) with the urban centers of the country.

Changes in industry (for example, modernization of the fishing
fleet, with a consequent reduction in the required labor force) and in
transportation patterns, together with the decline of small settlements
and a desire among rural people for the amenities of urban living,

(33)
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have resulted in extensive migration within the country, Movement
has been from rural arens with dispersed population and seattered
settlement to locud and regional centers, and from economicully less
developed arcas (for example, northern Norway and the constal und
monntiinois regiots of southern Norway) to nore prosperous and
centrally loeated distriets, such as Oslo and some of the larger regional
venters,
Poriey

Norway, like other Buropean conntries. views rural developnent in
the Targer context of regional development, Changes in setUemont
patterns, shifts in transportation, and structural changes in industry
have Jed to regional problems that affeet the entire country. not
merely the rural distriets. Regional poliey is aimed at promoting
hetter regional balanee and allevinting readjustment problems arising
from struetural changes in the economy. Therelore, regional devel-
oprient poliey is closely interwoven with national economice poliey.

Principal objectives of Norway's economie policy are full employ-
ment, vapid economic growth, and equitable income distribution
(hetween social groups as well as between geographic regions) (24).
Governmment grants for schools, communication networks, slectrifica-
tion, and comnunity services are designed to aid in the achievemoent
of regional ax well as national economie objectives.

Aceording to the 1970-73 autional economic program, the main
regional poliey objectives are to:

() Stimulate the development of town and country environ-
ment to meet human needs:

(6) Ensure w fair distribution of the rising living standard
hetween different arens of the country;

(¢} Promote location of industry amd housing that ensures
optiimal 1se of economic und human resources and stimulates
ceonomie growth (10), :

[n oniy a few regions in Norway (mostly in the southern part) is
farming on large. economically viable units possible. Although agri-
enlture is not econontieally feasible in many areas of Norway, the
Government has supported the existence of small units in order to
nmuaintain communities throughout the country for social and strategie
reasons,

Iurresexrarioy oF Pourey

GOVERNMENT UNITS AND DEVELOPMENT AREAS

Norway is divided iuto 20 Counties, including Oslo and Bergen,
which have County status. At the local level are the rural and urban
omnumnities, The communities and Counties are primarily responsible
for the planning and development work.

Norway’s communities are to a large extent self-governing, They
can levy taxes, and they have the responsibility for providing a large
nunher of services—oeducation, water suﬁpl_\', lacal roads, and sewers,
The community governments also contribute to policy formulation at
the national level. County governments are conmposed of representa-
tives from the various communities. They are responsible for coordi-
nating and solving problems of common interest to the communities—
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for exummple, mintenanee of major rouds nnd provision of health
services, Tlie County is hended by n governor, who is appoiuted by
the National Government.

Regional development in Norway iz subject to centralized control.
which acts as a counterbalanee to possibly ineflicient dispersal of
effort on the local level,

Unemployment and the need for veconstruction after World War
Il led to the establishment (during 1949-5%) of regional planning
offices in Norwuy's 18 nonmetropolitan Counties, These oflices laid a
foundation for regional analysis and later development efforts,

In 1951, an extensive development program was begun for the
northern third of the country, which hns 35 pereent of the land
area aid 12 pereent of the population. The program grew ont of
the need for reconstruetion of war-dannged arcas and the necessity
to strengthen the economy of the region. T'he 10-year program
ereded in 1961, and no new specitic development areas have sinee
been designated. Rather, beeause of the wide range of underdeveloped
areas and the faet that the country has only o modest industrial
estublislunent, regional problems are now handled on w national
levell Although development areas have not been designated, “growth
centers” and Yerowth areas” have been established in 15 Counties
(24 28), '

PROGRAMS AND VUNDING

The North Norway Program represents the major regional develop-
mental effort of the 1850°s. However, selected coastal communities
in the west and central regions have received sums sinee 1935 for
development purposes, mainly road construction.

The Regional Development Fund, established as part of the North
Novwey Precmon and reorganized inC 1961 is today one of the principal
instruments for implementing regional policy. Development areas
aided by this Fund are not designated by geographical boundaries.
Rather, general eriteria are applied, relating to such things as special
employment problems, underdoveloped industrial conditions, and
outward migration. A special tax law for the prpose of stimulating
industrial development in economically wealk areas was also intro-
duced in 1961 (23). :

The Fund aids industeial development through loans!® wnd guanran-
tees, compensaiion for relocation costs, consnltant services, and direct
investment grants. The divect investment grants, a new measure,
can be used for tourisnu development as well asindustry.

The Funed grants medium- and long-term investment loans and
guarsutees lonns at regular market tnterest rates. Grants for labor
training cover wages, travel, daily expenses for key personnel, and 50
percent ol wage costs for skilled and ungkilled Iaborers. Direct in-
vestment grants for plants and machinery in designated development
areits are set at o maximum of 25 and 35 pereent of cost, respectively.
Faor these itens, 15 percent is allowed for areas not specially designa-
nated (23 28).

Inwldition to the Regional Development Fund, various other public
funds und banks coutribute divectly and indireetly to the strengthen-
ing of industry in the weaker areas. Investments in business activities

A hout 89 pereent of all find assistance given i reeent years has been in the form of loans,
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are financed through private and public banks nud eredit institutions.
Rasic investmonls for support facilities are generally financed from
national und local government budgots.

Tux concessions ave elso used to encourage industrial development
in target areas. Generous depreeintion allowances (especially for in-
dustries lo ating in the three northermnost Counties), exemption from
the investment tux, and tax reduetions aimed at permitting entre-
preveurs to set axide fands for investment in development areas—are
nsed as ineentives,

The dvvolopnwnt of u viable industrial and social environment in
the development arcas depends to u large extent on basie investments
in communication networks, roads, editeation, power, social serviees,
and other infrastrueture, Finaneial uid to promote economie growth
through providing sneh rescurces in development arens iv 1 vov Tded i mn
the national budget. However, mueh of the finanei ing i¢ e responsi-
bility of the loeal compmunities—for example, they mu: - finance lecal
roads, schools, wator Sll])])ll(‘b sewers, hoalth services, social services,
and cnltural institutions. ‘I'he communities also cveate favorable
conditions for new enterprises by such steps as clearing building sites,
allocating areas for industry and residences. and l)ml(llno access roads.

The national Government assists conununities in ])l()J(‘blv planning
and gives grants for urgent projects i communities and connties lack
mlvqu.\to finaneial vesanrees, These grants are particularly importans
i the development of roads, w”“(‘l(]\ harbors, power supplies, second-
ary schools, and so on, Finencial aid is also av ailable from the national
Government 10 cover w ages in conneetion with winter development
work undertaken when seasonal anemployment is a problem. Special
infrastructure projects, sieh-as clearing building sites and constructing
access roads, may receive national finaneial aid up to 70 percent of’
total costs (28).

Other efforts on the national level inelnde projects to aid the niobility
of labor (with the transfer of workers from declining to expanding
industries), efforts to excend eleetrie power tluuu"lwub the country,
and budget grants and sabsidies to aid in cqu‘mh/um social and eduen-
tional \-tzmdm(ls throughont the country. Subsidios and grants have
particularly aided rural settlements dependent on nrruculblue and
fishing.

Since the mid- 1960’s, regional policy in Norway has beeome broader
in concept as the need for pl.mmno —especiutly long-range planning—
has become evident. In 1965, the national (m\(-rmnonl With the par-
ticipation of 15 Counties in the Oslo area, designated a “tuul growth”
center or area i each of the Counties, The objective is to \pvcd up
and gaiy experience from practical planning through concentrated
nse of existing development measures in a few solcctod pl.w(\s Intensive
planning and ey clopment work is now going on in these 15 centers
and areas, with participation of loeaf, 100101“] and nationsl units.

In 1966, o new phyzical planning (land use) Inw came into eflect
which put more planning l(\x])()nalblllt\ on the local communities than
was previously the case. Coordinating functions at the County and
national levels were also <tu>nvihonod Multicommunity planning
areas were established, and new guidelines and incentives introduced
for establishing recreation arcas and for protecting the environnient.

In 1068, the Norwegian Parliament estalizhed a Government-
owned company to dev clnp and eperate industrial parks. The company
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owns the lund, makes improvements, constrenets industrial buildings for
sale or rent, and sells sites 1o industries desiring to ereet their own
structures, Industrind purks (or “estates”) have been started in each
of the five major regions of Norwuy.

Location of industry is not regulated, However, an industvinl guid-
ance service was established in 1970 to assist in locating and reloenting
industreinl enterprises. Firms in congested greas (for example, Oslo)
nmust give notiee i advanee of intentions to construet new facilities or
rebuild old ones.

In termis of stated poliey objectives, the Norwegians have had some
suecess in their rural development efforts, For example, eleetric power
has been extended to greater numbers of people. At the end of World
Waur L, 640,000 people (20 pereent of the population) had no electrie
power supply. As of mid-1968, only 2,100 people, or 700 families
(mostly in isolated settlements), did not have eleetricity. Another
exumple is the extension of the road network, which has lessened
dependence on sea {ransportation (24).

I'e Norweginns foresee n continued deeline in population in the
rural areas. With this decline, problems of establishing and maintain-
ing service institntions in rural areas will intensify. The Government
is not trying to stem movement out of rural occupations (fishing und
agriculture). In fact, workers are aided in shifting to other regions and
jobs through training, relocution grants, and other assistance. The
Norwegiun authorities do wunt to slow population movement, how-
ever, so that it will not create probleimns and pressures as present urban
centers expand and new ones are created. So far, subsidies and grants
to the fishing industry and to agriculture have apparently been more
suceessful in slowing rural-urban migration and alleviating its problems
than have the positive efforts to expand industry in rurai arens,
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FINLAND
SUMMARY

Regional development policy is a relatively vecent innovation in
TFinland. The poliey is designed especially tor the rural cormmunities in
the east nnd nortly, in parts of the central and western areas, awd on the
archipelago in the southwest, Hts overall aim is to counter the conntry’s
ineflicieney i produetion, espeeially in agriculture, forestey, and
fishing (32).

Legistation in 1966 constituted the first step in the country’s con-
preliensive regional developnient progeant to solve problens refated to
this production inellicieney and fo the problenu of the vast, sparsely
setted northern region. Designated development regions are divided
to two zones, depending on the degree of need, and funds and ineen-
tives are disbursed secordingly, Essentially, move aid is given the
fartlier north the settlements are,

In 1969, the Regional Development Board of thie Prime Minister's
Oftice outlined compreliensive nieastees to effeetively restrnctire seg-
ments deficient in manpower, enterprises, and comnumity fucilities,
The messures were (o go into effect in 10734,

As in the other Nordie countries, major programs are desicned to
inerense the mobility of laubor, provide voentional training conters, and
ereate population centers sulficiently huwge to support wodern infra-
structure amd serviee industries,

Persprcrive

Finland's developnient problems, like Norway’s and Sweden’s, are
reluted to its large land arca and patterns of dizpersed settlement,
Finland covers 337,000 square kilemeters hut has a population ol only
4.9 millioi.

A specific problent in Findand is the inefliciency o production.
espeeially in the primary industries, In 19067, for example, the primary
industries utilized 27 percent of the total lnbor feres hut vecounted for
only 15 percent of gross national prodiict. i agriculture, the respective
figures were 23 pereent and 9 pereent.,

Alter Workd War I, Finland had to surmount problems of extensive
war danmges. loss of large parts of its eastern territory to the USSR,
and resettlentent of 40,000 families frem that territory. As a result, in
contrast Lo most Europeant countries, there was an increase i the
nuntber of furms, especially small enes, untit the 1960°s. More recently,
the number of farms has decreased end agricultural employment hus
deelined as o percentage of total employment.

Industries in the rural arens traditionally have grewn too slowly to
provide many new jobs, and the primary indnstries cannot absorl the
excess labor foree. Therefore, the result is unemploynient and emigra-
tion from rural areas. In the north, additional problents are caused by
very ligh birth rates and low income levels.

Qo (39)
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Regional development aims have been part of Finland’s national
cconotie poliey sinee the 1930°s, but aetual regional development
plans are & uew phenomenon in the country, A provisional study out-
lining broad regional development gnide lines was first submitted to
Purlinment in 1965; Parlinment then enaeted regional development
legislution in 1966,

The 1966 legislation created the Regional Development Board,
which represents the central Government, municipal organizations,
ndustry, research institutions, and the different regions of the country.
The Bourd is responsible for continued research and planning.

Finland’s redevelopmient policy as of 1969, provided for two zones
of umderdeveloped regions that require different degrees of assistance,
egrants, and aids, Zone I designates the most underdeveloped areas,
for the most part-—the arctic region. Zoue 1I designates areas farther
south but relatively undeveloped and in need of regional aid.

In May 1969, proposals for an actual program to begin in 1973 were
subiitted to Purlinment. The proposals redefined the regional devel-
opineitk suiies, taking into aceount the stage of growth of each com-
munity: thev outlined methods to increase the mobility of labor by
providing reloeation grants and vocational training; and they provided
for tax relief and incentives for industries to relocate in the devel-
opment area. They also aim to establish at least one “growth center”
in all regions which would be able to support modern infrastructure
and service industries.

IspLEMENTATION OF Pornrcy

The implementation of regional development policy is entrusted
to the Ministry of Commerce and Industry, the Ministry of Com-
nmunications and Public Works, and the Ministry of Finance. With
this structure, actual financial support designed specifically for
recional development is hiard to distinguish from the ordinary expendi-
tures of each Government ministry (28).

Government assistance for regional purposes depends on the stage
of development in a particular area; underdeveloped areas are sup-
ported to a greater extent than those in a more advanced stage.
Subsidized interest rates and tax reductions for regional development
have so far been modest. In the next few vears, Government support
in this fornt is expected to exeeed $10 million annually. Special Govern-
ment assistance 12 not desigued for the development of roads, schools,
housing, and other infrastructure. Instead this is considered the
responsibility of local government.

Finlanud, like Sweden and Norway, is interested in providing for the
mobility of labor as well as the relocation of industry in developing
areas. Special transfer grants have been used to encourage people to
move froin arcas of underemployment to regions where work is avail-
able, In both 1967 and 1968, grants were allocated to 5,000 workers.

Fizeal concessions are nsed to encourage industries to move to or
remain in development areas. The forms used are tax relief and invest-
ment credita. Tax relief consizts of special depreciation rights (which
are high in Zone Id and exemption fromm property tax on buildings.
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Tax relief is nlso given to industries that invest in development regions,
Tax investment eredit, 1omore recent innovation, vonsists of subsidized
interest rates,

A convenient measure of the effectiveness of Finland's development
elforts is the number ol pernanent jobs created in the development
arcas. Finland’s subsidized rates of interest are estimated to have
created over 3,000 permanent jobs during 1966- 68 (5:2).

Since more comprehiensive efforts are either just starting or are in
preliminary stages, further evaluation is impossible.
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DENMARK

SUMMARY

Recional Development in Denmark is influenced by two factors,
the dominanee of Copenhagen and the structural changes that are
ocenrring in the agricultural regions. The metropolitan aren of
{ upvnh e, which i Joeated on the Island of Zealand, accounts for
about 35 percent of the entire population. Other principal parts of
Denmark, including major portions of Jutland and many of tlhe
t=landz, are predominantly agricuftural and rural (32).

The agrienltural =eetion of the Danish economy has been contraceting
steadily over the last fow decades, Forecasts indieate that by 1980
there will he as few as 40,000 independent furm holdings and as few
as 60000 farm jaborers. Industey, other than agricnltural, tends to
chister in the Copenhagen arca. The result ix that rural workers have
no <uitable alternative to agricebture in their own regions and, o,
tendd to migrute to Copenhagen, where job opportanities and incomes
are better (),

The Regional Development Aet of 1972 is designed to give assist-
anee to the areas in decline, Grants and loans are plmulo(l to private
enterprises and to the munieipalities for industeial relocation (1‘7

The act provided for two types ol developnient regions: “special
development regions” and “ordinary developinent regions.” Special
regions have more wente and persistent problems than the ordinary
recions have,

Peusprerive

l)vnm.ul\ is the bridge between Scandinavia and the continent of
Europe. Tt is a Nordic country by social and cultueal heritage, but
unfike Sweden. Norway or Finland, it is a relatively small and compact
nation, The pn])nl.llmn of 4.9 million inhabits a land mass of only
17,029 square miles. The mujor land mass ix the peninsula of Jutland.
The rest of the country ix composed of 483 xlunds, large and small;
only 97 are populated. Copenhagen is situated on the eustern side of
/v.lla.ul the fargest of the ixlands.

Danizht coneern for regional and rural development was heightened
Ly problems that arese in the 1950’s when the population and m(lu\l,ry
tended to concentrate in Copenhagen. Morcover, during the decade
there was a sharp and unevenly distributed rise in unempl()ynmnt
The lowest rates were in (,n|)onlm<ron and the highest, as muach as
2% thimes greater, were found in western and southern Jutland and
on many of the izlands other than Zealand.

Migration from these areas has continued into the present. Den-
mark’s agricnltural indnstry has declined. There is no alternative
idustry inornral areas, and Tevels of employment income, and stand-
ards of living in such areas are low. In 1955, the percentage of those
eainfully (‘mplo\(‘(l in agriculture accounted for 25 percent of total
(’llll)l()_\lnvnt by 19653, the percentage had decreased to 14 pereent,

(43)
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ared in 1972 it was about 1.5 pereent. The total number of independ-
ent farm holdings—206,000 in 1951 and 146,000 in 1969-—is forecast to
drop 1o only 40,000 by 1950, The mnnber of agricultural Inborers
could fall to 60.000 (6).

Poricy

The most recent fewislation on regional developiment in Denmark
was enaeted inJune 1972, The Regional Development Act of 1072 i3
exsentinlly wi updated version ol earlier laws, The first was the
Reaional Development Act of 1958, which was o model for the sub-
seruent acts—the Revised Regional Development Act of 1967 and
1969 and the present act, The guiding principle established by the
tirst law 1s that regional development shonld be uncomplicated aid
effivient, The original law did not even specify criteria for develop-
ment regions, Instead, 1t designated grants and loans for regional
purposes for all arcas outside ol Copenhagen. In general, policy may
be said to aim wt removing regional imbulances, and achieving na-
tional crowth objectives (12; 82).

TapresmeNTATION OF PoLicy

The 1972 aet gives power to a Regionul Development, Counsel to
apply assiztance to two types of regions: “special development
regions” and “ordinary developinent regions,” Speciul regions sufler
Mrom stractural difliculties that are more acute and persistent than
those in the ordinary regions, wl they receive a relutively farwer
share of assistance. The net provides that the two types ol regions
be chosen on the basis of five criteria: (1) The pereentage of the
population living in commmnnities of more than 1,000 persons, (2)
The percentage of the population erployed in industrial concerns.
(3) The average income per tax payer. (4) The average unemploy-
ment rate, (3) The net rate of migration as a pereentage of national
increase,

The Regional Development Act of 1972 provides for three different
categories of grants and loans (12).

First, in both types of development areas, State assistanes ean be
given either direetly to private mdustry or to municipalities for the
establishment and expansion of industry. The special areas may also
receive grants of up to 25 percent of the total investient. The total
amount of loans plus grants cannot exceed 90 percent of the total
investment.

Second, the act provides for certain measures for industey in initial
stages, These inclnde the suspension of puyients on the loans for the
first 3 vears. The State may also guarantee loans for working capital
and may make outright grants to ndustries that experience exeessive
hardships in their first 5 years, Financial assistance to train labor is
also provided.

Thied, under special conditions, the act anthorizes State grauts to
cover the full expense of moving an entire industry and its staff to

“development regions,

O

Under carlicr legislation, Denmark underwrote 379 projects from
1953 to 1971, The 1969 act provided for capital expenditures grants
stmilar to the newly authorized grants. As of 1970, 51 capital grants
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had been made. The total number of loans underwritten and grants
maude equaled an investment of 185 million dollars.! The Ministry
of "l'vade estimated that the 11,000 jobs (his investment helped create
cost un estimaied 13,000 dollars cach. Information from the most
recently availuble aunual report of Denmark’s Regional Development
Counetl indieated that the location of industry is subject to more than
just purely cconomic eriteria, In the Connetl’s opinion, its own role
15 limited and further planning and covperation is necessary for
development poliey to be effective (6).

UThe dulln Agures are computed at oxehangs rates prior to December 1971,
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SWEDEN
SuMMARY

Sweden’s reglonal objectives are essentindly the realization in a
geographical dimension of what are generally regurded as the main
objeetive of nutional economie and social policv: to bring ubout in-
creased  cconomic, soeial, and cultural equality among people in
dilferent vegions; to provide sceurity for the individual during the
process ol struetural change and economic expansion; and to keep the
nortlorn areas populated {or nutional defense reasons (28).

To fucilitate these objectives, Sweden hopes to develop urban cen-
ters throughout the country, us alternatives to the major cities. 1hese
urban centers wonld be large enough to support a diversified corpo-
rate structure and labor market, and could serve as the base for each
region’s urban heirarchy. These centers are ntended to reduer the
nueration ol laborers from rural areas to the major inelustrial arcas,
Aajor efforts are designed to build up areas in the northern “aid”
are,

The Riksdag (Parliunent) has implemented broud procrams to
nieet these poliey objectives. They provide, among other things. loca-
tion asziztance and investment funds fov industry; training, cmploy-
nient (for example, in public works), and relocation grawts for indi-
viduals; and tax equalization for municipulities. Tn the most sparsely
populated areas where growth is not likely, assistanee is granted in
the form of mobile clinies, visiting nurses, and other direct measures
for the welfare of the people.

PERSPECTIVE

From the end of Worid War IT until 1971, when a period of serious
recession oceurred, Sweden experienced virtually uninterrupted cco-
notuic expansion. T'he absence of war-time destruction and the strong
demmud for Swedish products on the international market contributed
to an early and rapid rise in wages and in the standard of living.

Sweden has several features whicl in combination distinguish its
development problems from those of most other developed nations:
(1) The country has a large area (173,000 square miles, about the size
of Californin) and a small population (8.13 million in 1971). (2) His-
torically, Sweden’s tndustry has been scattered. The mujor exporting
industries—iron, steel, and forestry——were established near the source
of raw material, nostly in rural areas. Some of these industries have
declined, in some cases because the resources base has diminished;
others have relocated. These events liave euused sorious problems for
rut 1t communities based on a single enterprise in nn affected industry.
For people remaining in depopulated areus, especially in the vast
northern region, provision ol adequute services is difficult. (3) Sweden
is an uffluent nation, and is faced with problems associnted with

(47)
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aflluence, For example. the inerensing use of automobiles {ends to
reduce public transportation services, to the disadvantage of those
not owning automobiles (£8),

Sweden, like many other industrinlized nations, has expericriced a
major <hift in population distribution. The number of towns with
fewer than 1,000 people have been declining rapidly, while towns with
over 30,000 people have been inerceasing, Major indnstrial centers
=ueh as Stoekholm Tiave experienced high levelz of population growth
and the problems that ave related to sueh growth (14).

In 1900, the rural pomilation aceounted for almost 67 percent of
the total population. By 1063, only 27 pereent of the population was
in rural aveas. And by 1980, only 10 percent of Sweden’s people are
expected to remain in rural areas. The decline of the population
encaeed in farming and forestey has contributed greatly to this shift
in population. In 1040, those employed in agriculture aceounted for
28.9 pereent of the tetal clmployed. By 1071, only 7.1 pereent were
engaced in farming,

The rising average ave of Sweden’s farmers is associated with the
stroetriral changes in ngriculture. Tn 1969, more than 60 percent of
the farmers wore over 50 vears of age.

The northern aveas of Sweden which are referred to as the “Aid
Aren” have the most serious problems. Agriculture in the north has
declined markedlyv: it was virtually halved in the 1960’s, Industries
traditional to the northern are often not replaced and the population
moves to the more productive areas in the south. Providing adequate
sorviees for those remaining in the declining areas becsnics a serions
problem. Also. az a provizion for the national security and defense,
Sweden aims to keep the novth populated.

Poricy

Regional development policy in Sweden began in 1940 with the
fir=t official attempts to influence indnstrial locations. In 1945, the
Natiemal Labor Narket Board was established to provide counseling
and information for industries regavding opportunities available in
varions genaraphie areas. The object of the Board was to promote the
loearion of industries which best served both the private and the
public interest (3.0).

In 1965, the Riksdag (Swedish Parlinment) defined regional objec-
tives for the conntry and set up a 5-vear trial program. Goals were:
(1) to promote industrial location in a way that wonld fully utilize
the country’s resources of eapital and labor; (2) to employ these re-
sourees in o way that wonld further rapid economic progress; (3) to
channel other development efforts so as to equitably distribute the
benefits of the country’s vising prosperity and provide satisfactory
socinl and enltnval services to all people, no matter where they live;
(4) to safegnard (he secerity of the individual from any disruption
resnltine from struetural changes and economie growth.

The regional policy bill passed hy the Riksdag in 1970 called for a
nioce speeific definition of these goals. Since then, on the experience
gained during the 3-vear trial period. the national Government and
local zovernments have expressed the desire to concentrate their
efforts on priority areas that ofter good potential for growth. While a
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“arow th-center” poliey per se has not been satlined, development
policy has becone oriented in that direction.
Sweden’s arrent regional developnient objectives are as folows:
—Growth in the metropolitan areas should be slowed down
and diverted to other parts of the countey. Efforts should be
made to develop o nnniber of nrban areas with a growtlt potential
into atleactive alternatives to existing metropolitan areas,
~The efforts of the provineial adminizteative boards (lans-
styrelscr) and the planuing couneils in the various provinees to
concentrate resowrces to o areas  which exhibit sell-sustaining
arowth shouhd be supported. According to the Budget Statement
of 1970, regional measures should be concentrated primarily in
loealities and regions, which are considered capable of developing
adiversified bustuess structare and labor market.
—-Attempts must be made to bring about development so that
i each provinee there will he at lenst one urban arvea which will
enjoy sell-sustaining growth and which ean reeeive a significant
proportion of workers migrating from within the provinee (16).
Regional development poliey in Sweden is aided by a special task
foree for regional research and investigation. "This task foree will
coneenteate its investigation for the next lew years on two subject
areas, Une area is related to production costs in different regions, If
an explanation of the broad economie consequences ol different loca-
ton alternatives can be found, then areas offering the hest possibilities
for crowth can be tdentified. The second aren is concerned with families
in different rogions and the preferences of individuals for aress and
types of ettlements {3.4).

IyrneMENTATION OF PoLicy

Speeifie means nsed to achieve regional development inelude: gov-
ernment finaneial support, transportation subsidies, consultation nud
information serviees for businesses and industry, exira assistance to
exceptionally sparsely populated areas, tax equalization to munici-
palities, and regional development planning.

Regional development programs are designed to achieve long-range
objectives and also to relieve short-term diflicultios. Assistance i= given
to municipalities to build infrastructure (o make areas attractive to
indvsiry, Tdustries are given direet assistance.

As=bstance to the underdeveloped northern provinees, the Aid avea,
provides Tor direct Government assistance in the form of investment
crantsc as well as direet Touns, to an enterprise. The assistance is
mtended 10 be a one-time initial aid te help establish industries that
eant then be able to ran without subsidies. One condition of the
as=l<tunee 15 that the enterprise concerned should bring a higher and
lasting employment rate to the area involved. The National Govern-
ment will provide up to 50 pereent of the expense for buildings and
make loans for machinery and tools. Assistance i: also provided lor
retraining and, in some parts, for transporting and relocuting skilled
personnel,

A erowth center policy has not been outlined specifically, but
several efforts in Sweden do promote this concept. Seventy priority
areas, “A-regions,” have been designated for growth and development.

O
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Abont 70 percent of the regionul aid is given to the priority regions,
Sweden fas, alzo, promoted the reoreanization of local governments to
erents municipalities Taree cnough o faltill their duties. The new
eniding prineipal i that o muanicipality should have w mininni
population of 8000 (1), _

From 1965 to 19649, the Government provided idusteial relocation
assistaiee (o 529 firms in amounts totaling $181.0 million Abour 70
pereent of the assistanee has gone o the norethernn development area,
The government provided $:35.5 million in subsidies ad ST mitlion
i losies, Fram 1966 to 1969, 272 firms received subsidies to tradn more
than TLOUN people. Government ontlays on regional development for
the three-vear period 1970 -72 qre estimated at $231.6 mithon .25,

The effects of these prograns are diliendt (o assess, stnee many of
the eeonomic and sociad variables cannot be measered, Phe assessment
of the special task foree for reeional reseavel aud developmeat of the
proviams i~ nmixed. The expunsion of industrial eapacity, aded by
refaention assistunee, was expeeted to create 15,600 new jobs, of which
10,20t were to be in the development area, Bstimates as of 1970 were
thint only 20 30 percent of the estimated employment effect had been
achioved. The ask foree indicated that i some cases, it would have
boeer more profitable to have encomraged labor to move to othier wees
or 1o have eatablished diflerent types of industey (3.4).

b dollar gnees are compated gt exehangs rates priov to December 1971,
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UNITED KINGDOM
SUMMARY

Recional problems in the United Kingdom relate more to nrhan
development than to rural development. Bmphasis in regional de-
velopnent is plaees] on suele matters as revitalization of wreas with
declining indnstries. with outdated and inadequate infrastrneture, or
with ]nnhlvm\ associnted with nrban congestion.

Two major programs, however, do alfect rueal arens, The first in-
volves pnral development in northern Scotand and the outlving islands
of Seotlamd, This program is under the Highlands and Tslands Develop-
ment Board, o regional orgnnization with broad responsibility for -
proving economie and social conditions in particular by encouraging
trdnsteinl developmoent and tourism.

The ~econd progrmm involves the construction of new towns——
compreliensively planned new communities being developed in many
regions of the United Kingdoni Inaddition to offering one solution to
nrhan congestion, they can promote cconomsie development in the
areas they serve.

Planning and constraction of cach new town is undertaken by o
(luwlnpnu-m corporation. However, the corporation does not replace
exizting loeal vovernment, "The expenses ave financed by the National
Government and are tepuyable from rental income Trom housing, in-
dustries, and commercial enterprises.

Persruomve

The United Kingdom is a highly industrialized conntey with de-
velopment problens more elosely linked fo nyl:anization and industrial
activity than to the rural seetor. The yural component of regional
development is mueh less significant than in other countries of W estern
[Earope. Less than 3 pereent of the Tabor force in the United Kingdem
i employed in agriculture. The only rural areas of any extent that
might he constdered lln(lvl(lculop“(l are the Scottish Highlonds vnd
contral Wales, which together constitute somewhat less than one-iifth
of the total land aren; the extreme sontlovest of England (paris of
Devon and Cornwall s and aveas in Northern freland. Other aveas, not
essentially rural but having an impact on the rural conntryside, are
those with declining industey, partie ul.nl\ coal mining. Uuenypd foy-
ment i these areas is high, {he e moinic growth rate is fow, and -
frastructure is generally outdated wnd inadequate.

By way of contrast, the rapidly expanding areas of England’s
Southeast, Midlands, and the London metropolitan area are suffering
from probles related to congestion.

Pouicy

Objevtives of vegional policy (which in the broadest sense inclivies
rural arens) wee to reduce the disparities between regions, IL‘mt(l\

(51
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environmental delicienvies, eneonrace the growth and optimmm dis-
tribition ol industey, and hielp eaeh vegion make the most of 1ts pro-
dietive capaeity by wtilizing otherwize idle Tabov wnd other vescarees
(32).

[avensyestarion or Pouey

o=t all developient effort inc the Unired Kingdom s aime! at
probloms of ceonomically depressed areas that are not rmeal, This
ellort s parsilel 1o assistance provided by other contitries to depressed
indu=triad regions; and measures teken are similar - ~<uelas retraining
workers, nifering financial ineentives to industey to loeate in develop-
ment prevs, aid consteneting infrastroctorve.

Revional development iz foensed on fonr prineipal areas: “develop-
ment areas" owhich cover over half of the total arew of England,
Scotland, and Wales and inelude o variety of problems), “special
descstonnment areas” Gnostly declining coal vecions), **Seaottish Tligh-
lends aed [shands?? (within the development arens,” but covered by
speeial Hesislntion), auwd  Cintermedinte areas”  Gitnated ontside
“development areas” and generally characterized by slow economie
crowthi, Tneentives offered to industries to loeate vary with the
priority given to each area and its problems (7).

Certain ~preialized programs are, however, atmed at vieal areas ol
the problems of aertenltore. The hill and upland areas are not as
well favored as other areas in terms of Iind resonrces, For designatml
Lill aveas, Rural Development Boards are seen as ene solution (33),
The Boards ave to deaw up raesl development progeams coverine
not vuiy aseeulture but also forestey and other vural and u=es, such
as reerration and tomeism, Boards work inoan sdvisory copacity widl
Inndowners wd public officials, "t they do have anthority to pu-
chaze fand dor example, for consolidation of holdings) and ean
proinote prograts with finaneial aid 1o individials or loeal agencies,

Assistanee 1o development of raral aveas, particilarly those suflor-
g frem depopridation, 1= available ander other programs as well.
For example, financial aid has been available from a Developent
Frovd =et up under acts of 1000 and 1910, Sinee passage of e Loeal
Emploviment Act in 1960, w~sistanee has bheen given to the Tndostrial
E<tate~ Corporation (o constrtet factories in rarel areas of Scotland
el Wales, Vhe fund has also alded the Rural Indnstries Burean and
the Scottish Countey Industries Trust. These organizations provide

“teeiiieal assiztanee aud advice to eraftzman and ol manafacturing
awed serviee enterprises inormreal areas and small country towns, Aid
1= al<o given to other organizations, such as those engaged in <ponsor-
zhip of foeal erafts 36,

The Highlands and islands Development Board was created in
1965 to deal with the sitnation in the Scottizh Highlands and Ishands
‘Hebrides, Ovkney, aud Skyve), e thiz area, which comprises nearly
half of Scothaud, there are large, underdeveloped rural areas with
low income levels and fow ceonomic opporimnities. The Bowrd has
two broad abjeetives: to help the people of the vevion tuprove their
econmitie sid ~ocial conditions: and to enable the region (o have
mere significant part in the United Kingdom’s economie and =ocial
development.

A wlde pange of power to uid in accomplishing these objectives
availuble, The Board can undertake surveys and reseaveh, acquive

1=
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land, constriet buildines, advise basines on managzement, plant
lnvont, production and marketing, The Board is the diest vegional
organization in the United Kingdom to have the power (o issue
arants and loans, and it can purehase shures of private enterprises to
provide them with necessary capital,

Specifie examples of activity promoted by the Bonvd inehude
investment in Lishing (providing fuods for purehnse of boas, for
training, and for processing enterprises) ;s in industey (providing finuds
for constenetion of factory buililings wul prototion of cralt<iy in
nutural resonrees ceondueting resoirec aneveys and ws<isting in nineral
exploration and developurenty: and in towrisin (providing funds for
coustruetion or modernization of hotels, visitor centers, il winter
sports areas). The Bourd also engages in an active program designed
to publicize the advantages and atteaetion of the aven to indostey and
lovrists (1.

Another development effort in the United Kinedom eenters on new
towns, which represent a unique conteibntion to hoth raval and urban
developuient, New towns are comprehensively planned communities,
with facilities for conuneree and industey as well as aveas for living sl
recroation, These towns relieve urban congestion by chanpeling
erowth, but at the =ame time they have a significant impact on rarul
developent by ensuring effective land use. They can have the positive
effect of redueing loss of moal Tand to wrban sprawl--land that <hould
be rveserved for agricnlture and teercation—and they can be nsed to
nmintain environmental quality throngh application of new tech-
nology and preservation of open space. New towns, with their imlustey
ad conumerce, alzo offer etaployment oppertunities for rurul residents
in =urronnding areas.

New towns in the United KNingdom stem from the garden cities—
planned commmunities with o complete array of restdential, serviee,
aned industreial factlities-—first proposed in the late 191h century: two
were buitt (Letebworth in 1903 and Welwyn Garden City in 19203,
The present program was establizhed in 1946 witl the passage of the
New Towns Act. Over 30 new towns have either heen completed or are
under coustrnetion or i the planning stage thronghot the United
Kingdom. New towns have been designed to Felp solve housing proh-
lemis and congestion in major vrban areas (London, Birmingham,
Liverpool, Manehester, and Glasgow), to channel industrial growth,
ad to aid genersl econoie development (37 38).

The New Towns Act ol 1946 (and subsequent aetz of 1965 and 1968)
gives the Minister ol Housing and Local Government in Englad, the
Secretaries of State for Seodand and Wales, and the Minister of
Development in Northern Ireland the anthority #to designate any
area of land, including an existing town or village, as the site of a new
town; and to appoint o development corporation to be responsible for
its planning and development” (38, p. 14).

Members of developinent corporations are seleeted on the basis of
expertise and lack of affilintion with special huterest groups, The
corporation tivst prepares a master plan for the new town. The {ollow-
ing <teps are then taken: The plan is snbnitted to the Minister wor
Secretary) for approval; local authorities are consulted; the phla ix
offered to the public for comment: snd after consideration of sug-
gestions and making any modifications needed, the plan is put inte
effect and development proceeds.

O
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With louns from the national Govermuent, the corporation can
acunire, mannge, wd dispose of Tatal and other property, constroet
Buitdings thonses, industrid huildings, schools, wd commoereial Taeil-
i<, nid wrrnge for serviees twater, sewage, aul eleetricity), The
corporations repay the loans over o 60-vear period from incote
dertved mainly Trom honsine, industeial, and conmiereial pents, "The
tuerest cate b determined by che Government Treasary. Existing
loeal goveruments tn the e of the new townare not replaced by the
developient corporations. The loeal governments are vesponsible fop
a wide range ol =ervices it the ew towns, suelt as health and weldare
services and cduwention. Joint advisory committees wre Tormed o
estublish good working relationships between developuent  corpo-
rations sl focsl governments (27, 37, 39).

Clost ol major ronds inothe new town s nsnally shared by the corpo-
tationt il local government. Cost of other services (such as water and
sewaee) is shared 1 the loeal government Tueks sullicient technieal or
finaneial resenreees.

The ceneral iapuct on the soetal amd economie state ol the altected
recions is now diffiendt (o assess. Such an, evaluation will be possible
only wfter o considerable pertod of tiae has Tapsed. Some goneral
nenstres can be given, however,

In terms of emploviment, the number of new jobs ereated in activ-
ites which have received regional assistanee was 200,000 i the period
1045-- 1060, and 660,000 in the period 19611070 (7). In the lirst 3 yeurs
ol s existence, the Highlands and Lsluds projeet eveated almost
H.000 new jobs, The movetwent ol enterprises from congested areas
where cconomie aetivity is concentrated appears to be in progress;
STOO00 workers translerred front one aren to another in the Unjted
Kinedont in the period 1945 to 1966, with about hall moving into the
develnpment arens (),
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JAPAN
SUMMARY

Development of rural areas in Japan is influenced by two inter-
rolated factors: phenomenal economie growth, paced by rapid in-
dustrial expansion, which in turn has drawn population from rural
arcas. The result is rural depopulation, urban congestion, and, with
inereasitg industrial coneentration, a rapid deterioration of environ-
mental quality.

The Japanese are tauking fur-reaching measures to ensure that
economic growth will continue. Emiphasis is being placed on industry.
New industrial centers are being planned in regions outside the main
industrial belt of Tokyo-Nagoya-Osaka. Introduction of new in-
dustries into areas with o declining industry (for example, coul mining)
or into essentinlly rural areas is seen as w wauy to raise incorne, reduce
populution outflow, and permit rural communities to maintain and
inprove education, health facilities, transportation, and.other needed
services.

PERSPECTIVE

Limited land area, mountainous topography, and, in some areas,
severe climatie conditions, severely limit Japan’s agricultural poten-
tial, The smuall size of most farm units, plus the adverse geographical
features, makes large-scale mechanization diflicult. Forestry opera-
tions face the same problems, '

Industrialization in Japan was accomplished in part by absorbing
labor from the rural sector. The same pattern continues to this day
abetted by the income disparity and “opportunity gap’’ between the
agricultural and the nonagricultural sectors (industry and service).
Many rural arcas suffer from depopulation and, with the aging of the
farm lubor force as younger workers move to the cities, are stagnating.
A similar situation prevails in nonagricultural and semi-rural areas
with o high concentration of declining industries, such as coal mining.
The exodus from the countryside makes it difficult for rural com-
munities to maintain schools, public health facilities, and other
necessary sei vices ut acceptable levels (33).

With depopulation of rural areas has come excessive concentration
of population and industry. Two-thirds of Japan's industrial produc-
tion and 58 percent of the total population are situated in a single
belt on the narrow plains of the Pacific Coast, extending from Tokyo
to Osaka. This concentration of population and industry has greatly
aided Japan’s high rate of economic growth. But it has also created
serious problems of congestion, clogged transportation, housing
shortages, and air and water pollution, and a general deterioration in
living conditions in the cities (32, 33).

(55)
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Pourcy

Japan’s current development policies, us expressed in the compre-
lensive development plans of 1962 and 1969, are to promote bulaneed
development of the various regions through effective use of domestic
natural resources and interregional distvibution of capital, labor,
technology, and other resources. Growth of industry and population
is to be restrained in areas of excessive concentration, and industry
will be decentralized where possible. Measures are to be taken to
maintain and improve environmental guality,

ImpPLEMENTATION OF Ponicy
GOVERNMENT UNITS AND DEVELOPMENT AREAS

In Japan, the national Government is responsible for establishing
guidelines for regional development and for preparing legislation. No
single agency at the national level is responsible for coordinating
regional development. Regional development is carried out on the
basis of a series of laws und ordinunces, rather than institutional
arrangements, for systenintic modifications or for periodic examination
of the promotion laws for each region (33). The Economic Planning
Ageney is responsible for busic regtonal poliey planning. ‘The Ministry
for International Trade and Industry is responsible for industrial
aspects of regional development. Agencies of the national Government
are responsible for some major infrastructure projects, such as major
highways and port facilities.

Local governments—46 prefectures, each with an eleeted governor
and assembly, and encompassing a total of over 3,000 cities, towns,
and villages—are responsible for detailed planning of regional develop-
ment and actually carry out projects.

Japan is divided into three broad categories for overall regional
planning: arens of excessive concentration (such as, Tokyo, Nagoya,
und Osaka); areas for coordination (such as eentral Honshu); and
developinent areas (remainder of the country). Growth of industry and
population is to be restrained in areas in the first category, and industry
there is Lo be relocnted in adjacent areas if possible. In the areas for
coordination, industrial growth centers will be developed to attract
industrial firms. Small-scale industiial development is outlined for
centers in the less-developed areas that form the third category (32).

Within each of the three broad planning categories—excessive con-
centration, coordination, and development—are many specific types
of development ureas. All the various areas have enabling legislation
that provides the authority for governmental action; and all are
provided with various fiscal and financial incentives. The different
types of development areas are as follows:

A. Industrial development areas: 1. New industrial cities. 2. Spe-
cial arcas for industrial consolidation. 3. Industrial developuient
areas in undeveloped regions. 4. Coulfield rehubilitation areas.

B. Urban redevelopment areas.

( (. Undeveloped aveas, depopulnted areus, and outlying islands
33).

Development activity in all of these areas, with the possible excep-
tion of those designated for urban 1edevelopment, has an impact on
the development of rural areas.
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PROGRAMS AND FUNDING

For all these areas, and secwmingly for all regional development in
Japan, the principal means is industrialization in one form or another.
The term “new industrial citics” 1s used to designate a potential
metropolitan area, even one entting across provincial boundaries, that
may include several industrial complexes or areas.

One of the four main criteria for the selection of new industrial
cities calls for their ostablishment in arcas where there is a large
potential spin-oft for agriculture and forestry (38).

Fiscal and financial advantages are available for industries moving
into areas that have little existing i’ ustry and a stagnant economy.
Both the national Govermnent and the prefectural governments give
favorable fiscal treatment to firms locating in coal mining areas.
The Coal Tield Rehabilitation Corporation provides such firms with
industrial land, financial assistance for investment in equipment,
direct investment, rent of immovable property, and other additional
aid (32).

Within the framework of the Comprehensive National Land Devel-
opment Act of 1950 and the National Comprehensive Development
Plan of 1962, 2 number of specific pieces of legislation relating to rural
and urban development have been passed. A series of acts were related
to improving conditions in underdeveloped areas and areas subject to
natural calamities. Examples are acts for the development of the out-
lying islands, special measures for areas of heavy snowfall, improve-
ment of public facilities in underdoveloped areas, and development of
mountain regions. Industry that is essentially agrienltural or forest
oriented is encouraged in these arcas and may receive various indirect
forms of subsidization (33).

Two rural problemns—depopulation and insufficient incomes and
job opportunities—now receive special consideration. A major objec-
tive is to stop the continued migration of people from depopulated
rural areas through such measures as improvement of transportation
and communication, development of industry, provision for employ-
ment opportunities, establishment of medical facilities, granting prefer-
ential tax treatment, and provision for community reorganization.
Government financial aid is available for some of these projects.

The program for industrialization of rural areas was started because
of a shortage of land for industrial sites and a shortage of labor for
industry in the cities plus the need to ruise rural incomes and provide
employment opportunities for workers released from agriculture.

Support and incentives offered by the national Government to
encourage regional development include direct grants (or grants-in-
aid for interest on local bonds) to provincial and local authorities for
development of general and industrial infrastructure and tax reduc-
tions and loans for industrial enterprises. Preferential tax treatment
granted industries includes reduction and exemption of municipal
property taxes, corporate taxes, and real estate taxes, cnd allowance
for special depreciation. Loans for investment in equipment are pro-
vided by government institutions at a rate of 7 to 8.3 percent. There
is no system of direct subsidies or grants to industry (83).

Industrial development is guided by constraints as well as incen-
tives. Firms wishing to construct factory buildings with a floor space
exceeding 3,000 square meters, or whose total area of land exceeds
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9,000 square meters, must consult the Ministry for International
Trade and Industry. The primary objective of this provision is to
avoid environmental problems (33).

Any evaluation of regional and rural development in Japan must
consider the extremely high rate of economic growth the country has
enjoyeil in recent years. Resources have been available for infrastme-
ture projects and industrial firms have been willing to aceept de-
centralized loeations, even though these sites might often not be con-
sidered optimum in terms of economic return,

Beeause of the great emphasis on industry, the picture for regional
and rural developnient is mixed. Priority has been given to industrial-
izntion in one form or another since the country began its recovery
wwogram after World War 11. But only recently, if mferences drawn
%rom the literntire stidied ure correct, has extension of industry into
rural areas received any emphasis. That development efforts in rural
areas have not achieved conditions of parity between rural areas and
urbun areas -can also be inferred from the concern that Japanese
officials continne to express over continuing depolulation,

Public interest shown in a recently published Japanese book, whose
author is now Prime Minister,! may presage regional and rural de-
velopment trends in the country. Proposals made by the author
include intensification of cultivation on larger farm units (the average
farm size would double and the agricultural tabor force would drop to
one-third of the present total) ; movement of people out of the erowded
Pacific industrial belt to the south, to the west coust, and to the north
(Hokkaido); and construction of new cities of 250,000, each with its
own industrial, residential, service, and academic aveas.

t Kakuei Tanaka, -1 Proposal for Remodeling the Japancse Archipelago, June 1972,
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CANADA
SUMMARY

Junadian rural development is essentially another dimension of
regional development. Despite the considerable expansion the Cana-
dian cconomy has enjoved overall, the four eastern Provinees and
the eastern part of Quebee Provinee have consistently lngged behind
general growth in both job opportunities und standards of living.

In 1969, the. Depurtment of Regionul Economic Expansion was
established to carry out, in coordination with the Proviuces, a vigorous
and eoordinated cffort to rednce regional disparities. The Depart-
ment strategy is composed of three major and closely interrefated
activities: industrial incentives, infrastreture assistance, and soecial
adjustment and rural developuent (3).

PERSPECTIVE

Canada encompasses u vast expuanse of lund stretehing from the
Atluntic to the Pactfic coasts. Lts 3.85 million squure miles contain a
population of only 21.4 million.

Excluding the Yukon and Northwest Territories, the 10 Provinces
fall into three broad geogruphical regions: Eastern (Newfoundland,
Prince Edward Island, Nova Scotin, und New Brunswick), Centrul
(Quebeec and  Ontario), and Western (Manitoba, Saskateliewan,
Alberta, and British Columbiu). These regions’ share of the total
population is 10 percent, 64 percent, und 26 percent, respectively. The
Yukon and Northwest Territories uccount for 39 percent of the
total land area but only 0.2 pereent of the total papulation.

About threc-fourths of the Canadiun populution wus urban in 1966,
compuared with about two-thirds in 1951.

The Canadian cconomy hus experienced steady growth over the
last few decades. During the 1960’s, 1966 was the peak yecar, with
the highest rate of growth of GNP in constunt dollurs (6.9 percent)
and the lowest unemployment rate (3.6 percent). After 1966, Canada
experienced an economic slowdown. The current recovery began in
early 1971.

Between 1946 and 1970, Cunada’s population grew from 12.3
million to 21.4 million, an increuse of 74 percent. GNP per capita
grew at an annual rate of 7.0 percent. Net income per person increased
more than 3% times in the sume period.

Unemployment las increased steadily since 1966, reaching 7.1
percent in September 1972, High rates of unemployment and inflation
have been dominant problems over the last few years, especially
since the economy has been in an expansionary phase.

Regional development problems are manifest in the inequalities
in economic growth und employment among the regions. The four

(59)
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castern Provinces and the eastern part of Quebee Provinee! have
consizstently lagged behind the rest of the nation. Personal income
er ¢apita has been lower than the national average in all four castern

roviuces and in eastern Quebec—Iless than two-thirds of the national
average in Newloundland and Prince Edward Tsland, less than three-
fourths in Now Brunswick, less than 80 percent in Nova Scotia, and
less than 90 pereent in eastern Quebee. Employment has shown the
slowost increase in these arcas, and the rates of unemployment have
been about 50 pereent higher than the national average.

The Eastern Region hus disadvantages that produce stagnation
and, through this, further inequalitics. A large proportion of the labor
foreo is engnged in primary activities such as farming, insliore fishing,
and coal mining. Structural changes have tended to weaken the natural
advantages of the region, especially the advantage of its proximity
to the cast coast of the United States. Primary sectors, especially
agriculture, are generally producing on a small seale and are unable
to make changes to & larger, more profitable scale. Secondary sectors
are spread ont, providing a poor economic base for growth. Low levels
of public services huve also contributed to making the region rel-
latively unattractive to industries. Over the years, out-migration of
tho younger, more enterprising, and better educated people, together
with other factors restraming the quality of management, has tended
to prepetuate the traditional economic patterns.

Porrey

The goal of Canadian rural or rogional development is to promote
equal economie¢ growth throughout the Provinces without reducing
the rate of national ecconoinic growth, Specific policy for regional
development has existed in Canada in one form or another since
World War II. Programs for land use, construction of infrastructure,
and fiscal equalization between regions were started in the 1940’s and
1950’s. These programs were directed toward particular problems;
no widespread application was attempted, and the programs generally
were not adequate for redirecting trends in deficient areas. The
Agrigulture and Rural Development Act of 1961 (ARDA) and the
Fund for Rural Economic Development Act of 1966 (FRED) were
the first steps in aetual development planning of a broad nature.
Programs for alternative land use, soil and water conservation, rural
planning, and Federal and Provincial research were established under
these acts.

The Federal Department of Regional Economic Expansion,
created under part IV of the Governmental Organization Act of 1969,
has consolidated the planning and developnient function for regional
and rural problems. This department is now responsible for long
term planning and development and for coordination at the different
levels of government. The stated objectives of the Department of
Regionz! Economic Expansion are composed of three major and closely
interrelated activities: To provide industrial incentives, infrastructure
assistance, and social adjustment for rural development purposes.

The objective of the first, industrial incentives, is to create con-

1 These five areas are sometimes reforred to as the Atlantic Reglon as well as the Eastern Reglon. In the
following text the Eastern Region will be used, .
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tinuing productive employnient by making investment in viable
industry more attractive in the relatively slow-growth regions of
the country. The second, infrastructure assistance, is designed to
provide capital for water systeins, roads, housing, and other infra-
structure necessary to [lacilitato oconomic expansion and social
adjustments in areas requiring special moasures if they are to realize
their development capabilitics. “L'lhe third objective 1s to facilitate
the access of people in rural areas to productive employment vppor-
tunities through social adjustinent, as well as improving their incomes
through more cfficient utilization of rural resources. The overall
objective is to provide opportunities in all regions so that economie
growth will take place mostly by movement of labor within regions,
rather than by migration from region to region. Regional planning
is coordinated by the planning council of the department of regional
econolnic expansion in conjunction with the Provineial governments.

The development of urban-metropolitan areas and smaller indus-
trial centers, with the aid of special programs, is expected to create
n ligh level of private investment. Other policy features of the re-
gional development plans include creating medium-sized towns
as trading centers, and increasing the efficiency of primary industry
through promotion of optimally sized farms and consolidation of
industries.

Regional development is implemented in “designated areas,” and
the degree of deficiency in growth and income will determine whether
an area is “designated”’ or “special.’”

Capital grants for establishing, expanding, or modernizing indus-
tries 1s provided for both types of areas. In special areas, long-range
community planning for the improvement of industry and infra-
structure is provided. :

H

IaPLEMENTATION OF PoLicy

The Department of Regional Economic Expansion, created in
April 1969, has comprehensive responsibility for planning and coordi-
nating all regional development activities. In cach Provinee, a regional
office of the Department serves as a liaison to coordinate provincial
plans with national goals. Designated and special areas for planning
and development are selected after Federal-Provincial consultation.

'The Department’s efforts take several forms beeause of the different
problems of human resouree development in the various disadvantaged
regions of the country. These efforts include: (1) Federal-Provincial
ARDA and FRED agreements, which provide assistance for up-
erading skills and improving mwobility of persons in rural arcas so
that they may benefit from 1ew industrial employment opportunities
and thus raise their standard of living; (2) Specinl Area Projects
which provide training for people whose employment opportunities
would be otherwise limited; (3) the Newfoundland Resettlement
Program which facilitates movement of people from remote com-
munities to more attractive centers where opportunities for employ-
nient, education, and social services are better; (4) the Canada New
Start Program which experiments with new methods in preparing
unemployed and underemployed people in particularly disadvantaged
areas to take advantage of new and improved job opportunities; and
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(8) the Special Dovelopment Loats Program which provides supple-
mentary funds to the Provineces to undertake beneficial capital
projects in addition to those already planned (3).

Certain regions in every Canndiun Province have been designated
for development, und the planning covers about one-third of the
total lnbor force. The Department of Regional Economic Expuansion
has indicated that it is too ecarly to assess the overall etfectiveness
of the programs, but evidence is cited that relative economic gaing
have been made. For example, there has beent a generally steady
improvement iu the personal income per capita in the eastern region
as u percentage of the national average. The region’s share of total
investment has also increased. Between 1950 and 1970, this shave
rose from 7.8 to 8.8 percent of the national total. The share of invest-
ment in the wmanufacturing sectors rose from 5.2 to 9.3 percent.
The employment situation has also improved. The castern region
accounted for 15.9 percent of Canada’s unemployment in the 195075,
14.0 pereent in the 1960’°s, und hus declined 11.6 percent in 1971 (3).
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ISRAEL
SumMMARY

Development of rural areas in Israel is influenced by a variety of
factors: economic, social, ideological, and national security. Govern-
ment policy encourages dispersal of the population into rural arcas,
and a number of incentives and aids are employed to stimulate rural
development, including investments in housing, industry, and infra-
structure, low-interest loans; and tax exemptions. Rural development
in Israel has followed a unique pattern based on cooperative agricul-
tural settlements. '

Israel’s agriculturai settleinents provide their members with essen-
tial services (education, medical, recreation) and often include alterna-
tive employment in nonagricultural pursuits, such as small industry,
crafts, and tourism projects. Rural settlements join together to estab-
lish enterprises and services beyond the resources of the individual
settlement. One institution that is established this way is the regional
(and interregional) rural service center. Centers provide such facilities
as schools, ﬁospitals, offices, automotive repair facilities, and cven
large-scale industrial enterprises.

PERsPECTIVE

Israel is a highly developed state in a [rontier environment. The
country is narrow and elongated, with about three-quarters of its
total population in or near the narrow coastal strip bordering the
Mediterranean.! This strip accounts for only 10 percent of the land
arca. Only a small part of the total land area 1s suitable for cultivation,
Most of the remaining area is hills and desert and offers a limited
resource base for settlement and economic development. The poverty
of natural resources, the continuing security requirements, and the
burden of immigrant absorption are among the most pressing national
problems (25).

While Israel is considered an agricultural country and is heavily
dependent on domestic agricultural production to supply its neceds,
the agricultural sector, in terms of area, labor force, and percentage
of gross national product, has never been large. Almost since the
establishment of the State in 1948, the agricultural sector has con-
tinued to decline in importance both in GNP and in the labor force.
The é)ercentage of the total labor force employed in agriculture de-
clined from about 18 percent in 1960 to less than 9 percent in 1970.
Two factors were responsible for this trend. First, the rate of growth
in the agricultural sector fell. Water resources were being used to the
greatest degree possible. The domestic market was fully supplied.
And although agricultural exports were being expanded, they did not
offset the slowdown in local consumption. Second, a rapid increase in

} The study does 1ot consider the occupied territories.
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agricultural productivity through capital investment and technolog-
ical progress enabled every rise in denand to be met without additional
workors—in fact, with ovon fewor workers.

The structure of agricultural settlement in Isracl has always been
based on the cooperative idea. Cortain forms of cooperation are prac-
ticed  all collective and cooperative settlements,? and in some of the
private settlement projeets. Clooperntion is practiced in the belief
that it best nchieves cconontie cfficiency and better organization of
marketing and purchusing channels, and beeause it best satisfies the
settlers’ social and ideological leanings. Various economie, social, and
ideological factors prompted both the settlers themselves and
the agencies responsible for settlement projects in Israel to establish
cooperative patterns on o regional scale, Cooperative associations
enabled a number of settlements to pool therr resources in setting up
institutions and entorprises on a much larger scale than would have
been possible if each settloment had acted separately. At the same time
it reduced costs considerably.

The creation of villuges by tillers of the soil was considered vitally
mportant for the physical settlement and population of the land.
Furthermore, towns were established mostly in the interior, and
villages constituted a belt along the borders for security purposes.
Economic considerations were often regarded as less important than
otlier aspects in the establishment of village units, Thus, the need for
regional planning and rural development in Israel arose not only from
cconomic canses but also from political and security considerations,
which demanded u regional distribution of population differcut from
that which would have come nbout naturally.

Poricy

Basic national objectives (sceurity considerations aside) influencing
development i rural areas include continued economic growth, in-
creased economic independence (with reduction of imports), popu-
lation dispersal, and integration of the various elements of the
pogllntion. 25).

ispersal of the population is intended not only to prevent further
overcrowding in the already congested central region but also to in-
crease population density in other areas of the country. The demo-
graphic and economic problems that can come from a concentration of
population in a small nrea are recognized by Israeli planneis, but
another reason for their goal of dispersal of the population is that it
“serves other considerations such us ideological and security factors,
which require that the empty regions of the country be settled”
(25, p. 3). Major objectives in the integration of the population include
raising the general level of education and providing vocational train-
ing to new immigrants.

ImPLEMENTATION OF Poricy

The national Government is attempting to achieve its objectives
through direct action and through policy directives. The Government
2There are three wajor types of agricultural cooperative settle neuts: the kibhutz, where all members
share collectively tn the ownersiip of Landd, farming tmploments, an livestock; in the provision of labor for
production; in the consumption uf zoods produced; and in the receiy t of returns for product tony the moshar,

where settlers farm thelr own plots but cooporate in ma ing of poads produced and share L purchases
and social services; and the moshar shitufe, which combines soine features of the kibbutz aud the moshay,
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makes direet investiuents in expansion of agricultural settlements
(including housing) und in infrastrueture (transport, power aud water
resources) education, and other basic needs. Government land use
policies aro aimed at reducing the rite of building in the coastul
region. Keonomie policies are aimed at achieving economically viable
agricultural settlements and raising farm income to mateh other
seetors.

In the eatly 1950’s, it was nminly immigrants who were sent to
the rural development arens, since it wus not casy to attract people
to these areas. Later, as inunigration subsided [rom the rush of the
early 1950's, it became more diflicult to settle these areas. Yet it
was, and still is, the Government’s policy to strive to disperse popula-
tion into the developing areas (1).

To eneourage settlement in the developing arcas, the Government
is diverting a higher percentage of resources to these regions. In-
vestments m infrastructure and housing have been referred to; the
Government is also making some direct investients in large industrial
plants. Rural development incentives for publie and private investors
and for settlers include large Government loans at low rates of
interest; allotment of land; reduction in real estute prices; exemption
from custoin duties, purchase taxes, and other indirect taxes on goods
and equipment required for the establishiment of the enterprises;
and exemption from income tux (25).

Some of the newly established towns (with the unssistance of the
Government) have created special developient companies which have
the power to plan aud undertake projects, with funds secured from
botli private investors aud the Government. For industries and serv-
ices (including tourism) being established in developing arcas, emiphasis
has been put on utilization of raw materinls and resources locally
avuailable.

Responsibility for overall planning and development in rural areas is
shared by several national agencies, with coordination achieved
through joint committees and continuing consultation. The Ministry
of Interior is charged with overall Iand use planning and coordinates
the land use planning activities of the other ministries. "The Ministry
of Housing is responsible for all Government housing programs, in-
cluding construction of agricultural settlements. Much of the planning
specifically related to agricultural development is done by the Ministry
of Agriculture and the Departient of Agricultural Settlement in the
Jewish Agency, a public nongovernmental body (25).-

Development f the rural areas of Israel has followed a wumique
puttern, and special relationships between towns and rural settlements
have evolved. “Rural settlements were initially founded by town
dwellers who came to Israel with the express intention of abandon-
ing their urban way of life” (f, p. xxil). A desire to be independent
of towns has led rural settlers to strive for a high level of self-sufficiency
in all services. This outlook, together with the cooperative aspect of
rural settlement, and the urban heritage of many of the settlers, has
led to a situation where farmers in many instances are equal to town
dwellers in terms of econornic and educational measurement (2; 25).

Agricultural settlements such as kibbutzim and moshavim vary in
the number of inhabitants; usnally the nuniber is small, and almost
all are employed in agricultural pursuits, The settlement furnishes
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primary services, such as o Kindergarten, religious fueility, und coop-
erative store,

Rural centers, which serve five to six settlements, provide more
extensive producer-consumer services, They may be a distribution
point for agricaltural supplies, and may run repair shops and other
facilities, such as a teactor station, sorting plant for agricultural
products, larger cooperative store, clinie, primary school. and cul-
tural centers. Inmost enses, rural centers are administered—either
legally or in practice—by the agricultural settlements they serve,
Some centers are uninhabited, and some provide only personal and
civie services while other provide these plus service industries and
other industrial enterprises.

Interregional centers serve a number of rural service centers. Their
development is an important landmark in the evolution of Israel’s
rural settlerents, The desire to expand the production process through
the inclusion of processing activities led to the establishment of large-
scale industrial enterprises designed for the absorption and processing
of producets from o wide area, extending beyond the boundaries of the
region. Establishment ol such large-scale enterprise led to the crea-
tion of witder cooperative frameworks,

Governnient offices in charge of administrative, cconomie. cultural
activities in a region, and highly specialized services suelt as legal aid,
are centered in “‘new towns.”

[srael’s rural cconomy is in a period of change. Many cooperutive
movements, especially kibbutzim, have been forced to seek other
sources of employnient for their inhabitants ns labor has been dis-
placed through technological advances. Agri-business enterprises, such
as ennning and processing, have become part of kibbutz life. In addi-
tion, industrial pursuits not related to agrienlture have become a major
contribotor to tlhe income and employnient of the kibbutz, Enterprises
making such things as furniture, plastics, ngricultural machinery,
ballbearings, electrical equipment, paints, irrigation equipment, and
asphalt, and motels to accommodate the ever-inereasing number of
tourists in Israel, have become part of kibbutz life. In fact, today in
Israel, more than half of the kibbutzim derive their income from
sources outside of agriculture. The advantages aceruing to the kibbut-
zim {rom the combination of agriculture and industry are considerable.

The development of factories on kibbutzim has enabled the kibbut-
zim to improve the ratio between net income and invested capital.
With this increase in profits, they have been able to raise their stand-
ard of living, thus managing to retain their members who ure tempted
by the better living conditions in urban centers. Industrialization
provides work for those not able to perform favin labor and also for
thiose with liniited farining experience. In addition, it provides for
balanced employment, since lactory work does not have seasonal
fluctuations as agriculture does.

Altlough rural settlements and rural centers have remuined in-
dependent in large measure, there is » trend toward greater integration
of rural regions and district towns. This is being acliieved in developed
areas by building rural service centers (and velated industrial facilities)
close to towns—but outside their jurisdietion. The rural centers and
enterprises thus furnish cmployment for some of the town diwellers, In
developing areas, rural centers are built to give basic services to rural
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scttlements, but specinlized services and industrial facilities are being
concentrated in new towns loeated in the centers of rural regions (25).

Isracl’s main development experience has been in the kibbutz and
the moshav, and in the ficld of inter-settlement cooperation on a
regionul and national basis. The patterns developed in Isracl are not
a blue print for other countries. Conditions that determined develop-
ment of Israeli cooperative agriculture settlement are not likely to be
repeated in the sante manner elsewhere,

On the other hand, Isracl has gained a good denl of experience in
two other fields that ave of more general interest: developing of
undeveloped areas, and settling on the land people devoid of any
farming experience.

Several points should be noted it uny a.cossment ol Isracli progress
in developing its rural regions. First, the national Government has s
high degree of control over planning and implenientation of develop-
nient programs, The Government has a decisive influence on invest-
ments in the economy (construction, infrastructure and provision of
serviees), and the Government owns a large part of the land, facilitat-
ing waocation to new towns, industrial enterprises, and the like.
Second, the population, through various institutions, agencies, and
cooperatives, is highly organized. Public participation in plans and

© progras is at a high level (25).

E

Istacl is apparently nieeting some of its objectives through its rural
development cfforts. Possibly of greater significance is the fact that
the svstem of rural settlements and centers enables rural regions to
retain their populutior. and speciul way of life, and b the same time
provides for changes in employwent from farming to related industries
and services.
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