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FACTORS AFFECTING THE LOCATION OF INDUSTRIZS
by
Wr. A Holloway, Reglonal Dir., Bur. of Foreign .and
Domestic Com., U.S. Dept. of Com., Kansas :City, Mo.
Before 1949 Oklahoma Industrial and Mineral
Industries.Conference, Norman, September 30

During the war years the Middle West showed
itself fully capable of being a large scale indus-
trial producer. Vast acreages of plant - capacity
were erected with miraculous sneed on gites which
had a ‘short time before been grazing lend #nd wheat
fields. Hundreds of large and small 1naustrial
plants were built, nroductive capacities of exist-
ing plents were greatly enlsrged, and many thou-
sands: of workers were trained to onerate machines.

One of the things that astounded the industrial
people from the coasts and from the previously rec-
ognized industrial -centérs was the ablllty of our
workers here in the Middle West to fit in  the op-
eration of technical industrial machinery and equipa
ment. This we of course recognize as parﬁectLy
natural because: our men and even.our women in Okla-
homa and the Middle West grow up with. & natural
understanding of machinery and their mechanics,
Certainly we understand that a young man who has
spent his boyhood days on a farm has the fundamental
and working knowledge of machinery that is an esti-
mable asset to him when he walks up to a lathe or
any other type of industrial equipment.

When these plants' installed machinery began
to hum, the results of the production and assembly
lines as we all well know far exceeded anyone's ex-
pectations, and the products from these plants in
Oklahoma and her -surrounding.territory in the Mid-
dle West were sped to the ends of the world for our
armies and .ocur Allies. We watched 1lines of giant
planes, produced and assembled here in the interior,
roar away on flights to England, to the Continent,
Egypt, the Philippines, Australia, China, and the
East, and we were made definitély aware of two
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things~-the ability of this territory industrially
and the beckoning of new world horizons for the
distribution of our peacetime products. 1In the
postwar reconversion of our industrial plants .and
the enlargements and extensions: of those plants,
this lesson has not been and must not be forgotten.

In this specific connection concerning estab-
lished industries, we all well know that many Okla-
homa oil well supply firms, which in prewar. days
developed their products almost exclusively for the
local domestic market, are now literally doing
business around the world. Their products. are as
common in Arshbia, Iran and other petroleum produc-
ing Middle East centers as they are here in the
center of the oil developing country. And so our
challenge today is primarily to malke known to in-
dustry that here in the Middle West is the land of
opportunity for industrial development; that the
plants can be properly constructed and properly
manned with a minimum of some of the standard dif-
ficulties experienced in recent years in the so-
called industrial centers, including, if you please,
in that category a minimun of so-called labor
troubles.

In addition there are the benefits of acentral
location to the raw materials and resources and cer-
tainly the central location which has proved of
such great benefit to the distribution problems of
the end product, including even the ability to dis-
tribute to the world-wide market.

The most noteworthy over-all trends in loca-
tion in the United States have been in the direc-
tion of equalization of the inter-regional distri-
butions .of industry and population equalization in
the degree of industrialization of various regions,
greater concentration of population in urban areas,
and suburbanization of both population and manufac—
turing. The placing of new war industry facilities
brought manufacturing development for the first
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time into ‘many:-areas, but its permanent effect de-
pends on the adaptability of the various kinds. of
war plants to postwar use.

4s specific evidence of industrial operations
to show that we are not just talking and letting
our imagination get dway from us, we would refer
you to the preliminary industrial reports of the
Bureau of the Census of the U. S. Department of
Commerce on the 1947 Census of Manufactures. This
report gives some very interesting and conclusive
comparisons concerning manufacturing establishments,
the comparison being with the year 1939, The State
of Oklahoma had in 1939, 1,530 menufacturing estab-
lishments., In 1947 there were 1,749 manufacturing
establishments.

I would call your attention to 2 challenging
result, that with that dincrease in the number of
manufacturing plants, the State of Oklahoma dropped
in National ranking from 27th place to 32nd. 1In
1939 the 1,530 plants employed an average of 28,000
people, whereas in 1947 the 1,749 plants employed
an average of 44,000 people., Yet with the increase
in these figures the State of Oklahoma during that
pericd dropped in National ranking from 25th posi-
tion to 36th position., The value added (commuted
by subtracting the cost of materials and supnlies
from the value of the shipments) show for 1939, 120
million and for 1947, 341 million. The state rank-
ing in this instance advancing from 33rd position
in 1939 to 32nd position in 1947. Thus, we say
that industrial accomplishments and ability in the
State of Oklahoma are definitely positive factors
in the economy of the State. As we review and think
about all of the benefits of industrial development
within our various communities, it is important
that we not lose sight of the fact that the benifits
of the location of ‘an industrial plant within any
community must be first  analyzed end measured by
the ability of that particular community.
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Diversification is one of the strongest points
of area and coimunity development, for diversifica-
tion of industry generally offers fuller and more
regular use of the resources of an area while keep-
ing its economy flexible for necessary locational
ad justments. These and other possible benefits of
diversification may justify some sacrifice of the
economies of geographical specialization. But this,
like many other points, covers such a wide phase of
consideration that it is impossible to ' go into ‘it
in.detail. I refer you to an analysis covering
suggestions for :diversifying industry which was
prepared by Van Buren Stanbury, Area Development
Representative of the San Fraucisco Regional Office
of the U, S. Department of Commerce.

I refer you also to come specific publications
developed by the Department ' of Commerce <dealing
particularly with the subject that we have ‘under
consideration ‘here today. ‘They are the "Check ‘Listt
to help you introduce your néw industrial products,
designated as Economic Series No. 53, the Prellmln—
ary Industry Report of the 1947 Census of Manufac-
tures, giving tihe summary statistics for states and
for major,industry groups, and a similar Prelimin-
ary.Report giving the summary statistics for se-
lected local areas in QOklahoma, and another of the
same series giving the summary statistics for major
cities, Also we heve an "Outline for Making Sur=
veys" covering commercial, industrial, commurity,
regional, and local surveys, This publication is
Economic Series Ho. 34..

Qur Basic Information Sources, is a research
publlcatlon developed by the Area .Development Divi-
sion entitled “Community Development."  Another
similar publication is entitled "Plant Location.'
Our Economic (Small Business) Series o, 47, is-a
guide for local industrial promotion, our Basic In-
dustrial Location Factors, 1is a guide:.for evaluat-
ing an area's resources for industrial .development,
identified as Industrial Series No. 74. Our Indus-
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trial Series No. 72 entitled "Industrial Uses of
Selected Minerals," is a guide list of industrial
uses of mineral resources, and our Industriasl Ser-
ies No. 69 entitled "Industrial Uses of Seclected
Timber Species', is a guide 1list of industrial uses
Qf various timber species and forest waste mateadal.,
Also we have a publication in the files, "Industrial
Location & National Resources'" for $1.50.

I am sure that your examination will disclose
that these materials contain some very valusble in-
formation upon development programs,

Services of the Department of Commerce are
varied. Inquiries may relste to domestic produc-
tion, distribution, marketing, transportation or
construction, and questions on world trade--trade
lists, export-imnort statistics, etc, We have pub-
lications available from: The Census Buresu, Civil
Aeronautics Administration, Coast and Geodetic Sur-
vey, Froeign Trade Zones Board, National Bureau of
Standards, Office of Business Economics, Office of
Domestic. Commerce, Office of International Trade,
Office of Small Business, Office of Technical Ser-
vices, Patent Office, and the Weather Bureau.

- I want to particularly mention our special
series of some 40-odd books on establishing and op-
erating various businesses.

In considering industrial .development on a
broad scale, we of course lmow that there are re-
quirements that must be met--labor supply, trans-
portation, weter and other utility requirements,
housing, etc. Thus, industrial planning and expan~
sion require coordinated and unified studr to the
end that the proper type of plant will be sought
for a particular type of community, The first logi-
cal step in planning any type of a development pro-
gram is to take an inventory of the resources of
the community, and also .to tske .an inventory of the
liabilities and problems that would be brought to a
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community by any - specific industrial development.
List on each side of the ledger each of the assets
and the requirements in the order of their relative
importance. Plamning should then proceed as nearly
as possible in accordance with these listings.

In seeking the location for an industrial
plant within our community, we must of course first
be cognizant of that industry's viewpoint and objec-
tives that they would require and desire in their
plant location, which generally would be classified
as the most profitable choice for carrying on their
operations not only for the time being but in the
foreseeable future. They would naturally aim in
this objective at picking a place that would bring
together the necessary factors of production, not-
ably those . factors that are the most difficult to
move, and to do this with the minimum of transpor-
tation costs and to obtain the lowest possible in-
ternal plant production costs.

The location factors are numerous and some of
them complex. There are a great variety of mater-
ials and processes. As previously mentioned, a lo-
cation problem involves an analysis of all of the
production, distribution and organizational factors
inherent and necessary in industrial operations.

But in the great majority of plant locations
the major factor involved is either markets, mater-
ials or labor. In most typical cases only one of
these factors is judged by the firm as of dominating
importance, In some cases two of the factors may
be of roughly equal dimportance, but the compamy
usually initiates its investigation of a favorable
location on the basis of one factor and then modi-
fies the preliminary judgment as much as is necess—
ary to allow for the other factor. The labor fac-
tor can perhaps be more easily - analyzed, but I
would offer the observation that its consideration
is perhaps of more importance to the community seek-
ing an industrial plant location than it is to the
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industry itself. The community should be extremely
careful that they do not develop upon themselves an
employment requirement that they cannot properly
meet, A failure to  properly analyze this factor
can go far beyond the effect that it would have
upon the economy of the community to the extent
that it can affect the morals and the general wel-
fare of the community now and in the years to come.

In recent years the most dimportant location
factor attracting plants to the newer industrial
sections of the country appears to have been the
market, This, of course, definitely predominates
when the finished products are perishable. When
this condition has to be met, the producer will
look for a location near the center of the market
or with satisfactory transportation service through-
out the market territory. An example of this item
is the production of soft - drinks. Raw materials
are shipped to the plant in bulk and carry lower
freight rates than do the bottled products, there-
fore a market location is called for. This conclu~
sion is strengthened by the need for quick service
to the customers.

In manufacturing, four industries seem to have
the most intimate locational adjustment to the gen-
eral ‘consumer merket, as judged by the fact that
they each operate in more than a third of the 3000-
odd counties of the United States. They are news-
paper plants, bakeries, artificial-ice nlants, and
goft~-drink bottling nlants., All four products are
sold in small quantities for immediate consumption;
the first three are highly perishable, and the last
is very bulky in relation to transported materials.

Raw materials are often of primary importance
in plant location. In cases where the selection of
a satisfactory site is based primarily on natural
influences, one of three situations is likely to~
exist--(1) either there is a great reduction of
bulk of materials in the manufacturing process; for
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example, as in smelting ores, (2) the freight rates
on raw materials are relatively higher than those
on finished products; for example, sulphuric acid
as compared to fertilizers, or (3) the raw mater-
ial is difficult or expensive to move because it is
perishable; for example--milk,

I am sure that most of you are familiar with
examples of these materials-oriented industries,
especially of plants which consume large amounts of
materials in making a finished product weighing a
fraction of the reguired raw material.

After a satisfactory region has been selected,
the selection based primarily on the major location
factor, the industry will then 2s a rule test a num-
ber of likely sites in that region in terms of their
ability to supply the secondary factors. These may
of course include markets, labor or materials, de-
pending upon which factor is dominant. In normal
times there may be several gqualified communities
within a region which todey we will refer to as
within the State of Oklahoma from which an industry
could choose a site, But during neriods of high
business activity and scarcity, the actual decision
sometines hinges upon the availability of an exist-
ing established factory building, which in a good
many instances in the post-war yesrs has led to a
considerable shift in the locality which otherwise
would have been selected. Sometimes of course in-
dustries have modified their reauirements in site
selection, influenced by the amount of assistance
that could be obtained from local groups in obtain-
ing a site and speeding up construction and getting
into operation.

With respect to incentives and community ef-
forts, it should be emphasized that the influence
on plant location is exercized on the selection of
a specific site within the satisfactory zone, and
it should be remembered that the better companies—-

campanies that the community should desire--will be
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those that w1l avoid gifts of any kind as an incen-
tlve, and those that will make their location deci-
sion strictly upon the basis .of estimated business

results. over the life of the expected investment in
plant and. equipment. Naturally, the local. civic and
business enyiromnment will be a consideration that
will 1nfluence the final decision. Thus, an attrac-
tively governed communlty will be preferred over a
less attractive nelghbor located inthe same general
zone. Many examples of this situation occur. partic-
ularly where a large professional staff is .involved.

The intensity of the timught of industrial de-
velopment in Oklahoma is recognized not only by the
results of the analysis of industrial foundations
that were compiled by the Industrial Department.of
the Tulsa Chamber of Commerce in January of this
year, but also by the fact that "Business Week" in
its issue of April 9, 1949, carried a very complete
article concerning this survey and its results.

One of the observations noted which I feel I
should call to your . attention was @he fact that
studies had revealed that 10 manufacturingA jobs
will maintain about 8 service jobs in a typical in-
dustrial city, and that manufactur1ng—payro7l money
will create business ' to the extent of 2 to 3%
times the size of the payrolls themselves.

And so we may conclude by considering briefly
the contributions that can be made by properly or-
ganized planning and industrial development groups.
We believe that recent experience suggests the fol-
lowing fields of activity where state or regiomal
planning and development groups can exercize a use-
ful function in determining the types of industry
for which the state or region has local advantages.
In addition to studies of = the usual local re&uire-
ments, this calls for an:analysis of the major
trends within the industries, particularly with re-
spect to decentralization, size of plants, kinds of
materials, use of physical and chemical processes,
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As the experience in other states indicates, these
studies can be of real help to country and ecity
planning agencies. One of the major tasks of these
local bodies is to determine the types of indus-
tries which the local community needs in order to
make productive use of available resources, notably
materials snd labor. Then with the background in-
formation and advice of the broader plaming group,
these local agencies may be in a better position to
evaluate the opportunity for obtaining the. needed
activities.,

The broader planning group can also render an
invaluable service in eliminating unnecessary and
sometimes expensive competition that develops be-
tween local communities. Under a proper board
guiding hand the development efforts of the smaller
comaunity can be properly guided.

In conclusion, the kind of assistance business-
men want and will use in working on a location de~
cision consists in large part of the information on
local facilities, services, and other resources.
More specifically, the local group should obtain
accurate data on the local labor force, transnorta-
tion services, available sites and buildings, and
cost of fuel and power, supply of local raw mater-
ials the cost of these materials, products and in-
dustrial services available locally, cutside sources
of products consumed locally, and the degree of
local competition within an industry.

Any prospective concern will want to make the
most objective analysis it can of the many econonic
engineering problems it will face in its new loca~
tion. Once the location is selected, it will wel-
come the help of local promotional and planning
groups in establishing itself and achieving smooth
working arrangements with the other interests in
the community. '
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