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0 1I. LOCATION OF MANUFACTURING ACTIVITIES
AND ITS THEORIES—THE THEORIES OF A.

WEBER AND A. LOSCH

The term manufacturing includes all activities whereby man
assembles raw materials in an establishment, upgrades their
usefulness by changing their form and distributes the finished
products. The estabhshment that fulfills th1s function is the
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An ideal manufacturing region must provide its fa.CtOI*leS Wlth,_,‘i‘{i,
these essential requirements or atleast raw materials, power,3&
labour and consumers. But such ideal locations rarely exist. In J i
practice, the factory owners choose among locations that are well = |
endowed in some of these elements according to their '
requirements.

Now, for a better understanding of the pattern of industrial =
location and to answer the question ‘at which point in an economic =
region will a manufacturing plant tend to locate ?’ usually =
geographers resort to theories of location. The central theme of &
these theories is to find the optimum location, where costs are =
lowest and revenues are highest for the industry. Two such theories
are ‘the Least Cost approach of A.Weber’ and ‘Maximum Revenue
approach of A. Lésch’. il

0 (a) ALFRED WEBER

Alfred Weber, the German economist, for the first time
popularised the least-cost industrial location through his book
‘Uber den Standort der Industrien’ in 1909. He stressed that the
~ manufacturer would best locate where the sum total of transport
~costs, involved in the collection of raw-materials and pth ,v
.. distribution of finished products; and the Processing costs. s: ﬁ,
58S la'bour, infrastructure, service ete. is least. But Web i

certainly not the pioneer in this field. Probably Wilhelm Lauflll'tl::;?its; .
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Hore, C = Point of consumption
My & My = Bourees of raw materizl
I* = Point of production
A, Y & 7 = 'The pulls exerted by
the respective
corners of the

loentional triangle,
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Flg. 3.6 The Locatlonal Tilangle of Launhardt

To a great extent Weber indebted to Launhardt for his idea
of ‘Lenst-Cost Locational Triangle’. Launhardt’s idea could draw
little attention of the outer world because it was limited to Germany
only. But in comparison to Launhardt; Weber’s book got wider
exposition, after the publication of its English version, in 1929
(it was translated by C.J. Friedrich as ‘A. Weber, Theory of Location
of Industries’)

Borrowing the basic idea from Launhardt, Weber limited his
enquiry to the location of manufacturing only. To postulate his
theory, he first simplified the real world situations by making
several assumptions. His three main assumptions were—

(/) Raw materials (other than ubiquitous) occured at only a

few locations and vary according to the weight;

(ii) The market existed only at specific places, where perfect

) competition prevails; and
" (iii) The labour supply was immobile and available only at
o several specific locations, but having an unlimited supply
at a specific wage level.
Besides these, his theory is also based upon a single isolated
country with homogeneous conditions, where demz?nd 18 ux}iform
throughout for all the products, resulting in a uniform price, sO
- 'that the plant located at the point of least cost would get the
" highest profit.

" After simplifying the reality i.e. after giving th
*"’.~:;‘lé1"l'3'dratory condition, he visualised two general regional factors
'gﬁz/fﬂﬁtransport and labour costs and an another.local factor
of agglomeration or deglomeration that exercise influence on

‘i‘iﬁﬂustrial location.
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Weber considered the transport cost as a functhgnHof the
distance to be covered and the weight to be tl:anspoi ed. He ajg,
distinguished between two types of transportatlﬁn cos s-t-s-a.ssembly
costs and marketing costs. Assembly costs are those cos Mmc“r{'e‘d

~ in transporting raw materials to the point of produc!:lon. al‘kehfr;
costs, on the other hand are the costs incurred in transportfgg

- the produced commodity to the market. So the total transportatmn

- costs are merely the sum of assembly costs and marketing costg
Now, to him, if a plant locates at the market, then the. tf?tal

~ transportation costs will be equal to assembly costs, since
marketing costs will necessarily be zero. Similarly, if a plant
locates at the point where a raw material occurs, provided that
it is the only raw material used, the assembly costs will be zera
and only the marketing costs will be needed. If, however, a plant
locates at neither the market point nor the raw-material point, -
both types of costs are incurred. The closer it is to the market,
the greater is the assembly costs, and the smaller is the marketing
costs. The closer it is to the raw-material, the smaller is the
assembly costs, and the greater is the marketing costs. .

To determine the role of transportation cost on nmnufactuﬁﬁg
location and to find the least transport cost location, Weber
classified the raw-materials on two bases—(a) on the basis of

distribution and (b) whether they lose weight in the procililit
production or not. o
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Condition 1. If there is one market and one
raw-material

> The best location for ubiquitous material is the market,
because that will simply eliminate the transportation
cost.

> The manufacturing units with fixed (localised) and pure
raw materials should be located either at the market or
at the source of the raw material.

> If the material is fixed but gross, then the best location
will be at the source of the raw material.

Condition 2. If there are two raw materials and one
market :
> If the raw materials (say M1 & Mg) are ubiquitous, the
best location would be at the market.

> If one material (say M)) is fixed and the other (M2) is
ubiquitous but both are pure, the best location would be
at the market, because then, only M1 needs
transportation.

> If M| & Mz are fixed and pure, the best location will be
at the market, because in that case lowest aggregate
transportation charge will prevail.

> When M; & Mg are fixed but gross, Weber used the
Launhardt’s ‘Locational Triangle’ to show how the least
cost location attract industries. In this triangle; say, two
raw materials M1 & Mz and a market C form the three
corners of it. (Fig. 3.6). Now, each corner exerts a pull
on the production point, according to its transportation
charge and this ultimately gives rise to the least transport
cost location P, where the total tonne-miles involved in
getting materials to it and the finished product to the
market is minimum.

 The least transport cost production point P will be

at the centre of the triangle, if the pulls of the three
forces are equal, otherwise it will be located at or towards

_ the point or corner of the origin of the dominant force.
 Generally it is seen that the weight losing

... manufacturing processes like iron ore smelting, tend to
.2+, +be located near the source of raw-materials while the
. weight gaining ones like baking, tend to be located near
.. the market. ;
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The material index can be explained with the ,‘follo‘wing
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industry will be market oriented. Generally it ig seon that, f

pure or non-weight loging raw material, the MI i;; 1 lhui' ‘;)r
impure or weight losing material, MI is greater than 1 v.‘*;imil:nrl:r
for wcxght.' gaining raw mafterials or industrics MI !:?;:;«;:rxr-:'(lui:
than 1 and if only ubiquitous raw materials are used, l,l:;-’:r M’;
bt':!comes zoero. Naturally, one can visualise that indm;%,ric;?j with
high locational weight will be pulled to raw material ori«.ant,m.io'r;r
and those with low locational weight (i.e. with low MI) will b:j
pulled to market orientations. | ’

M@ ROLE OF LABOUR COSTS

Turning to labour cost, the second general regional factor,
Weber found out that cheap labour would divert the industry
from the least transport cost location. Because, the industry would
get the benefit of a cheaper labour cost. However, he pointed
out that this attraction of efficient labour location is a substitute
rather than an alternative.

Weber considered the labour as an important factor of
production of an industry. He introduced the labour cost index
to measure the importance of labour in an industry. Labour cost
index is the proportion of labour cost to the weight of the
product. The higher the index, the greater is the possibility of
diversion of industry from the least transport cost location to
cheap labour location. Further, according to him, when labour
cost vary, an industry deviates from its transportation point in
proportion to the size of its Labour co-efficient, which is the ratio
of labour cost per unit weight of the product to the total weight
of the raw material and finished product to be moved (Locational

weight).

: Labour weight
Labour co-efficient =77 -440n 2l weight

~ In developing this analysis, Weber introduced his famous
concept of isodapans (the lines joining the places of equal ad‘ditior}al
transport cost from the least transport cost point). It 1s quite
obvious that, for labour, to pull the plant away from the least
¢ransport cost location, the savings in labour cost must exceed
(or atleast equal) the additional costs above the minimum transport
_cost.: The gituation may be analysed by the following



