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1. Introduction

1. The main objective of the present exercise is to test a methodo-
logy based on input-output analysis and linear programming for
determining the optimal location of industries in various regions
from the point of view of transport costs. For simplicity, uniform
production relations in ail the regions have been assumed. Further,
it has been assumed that no cost of transport is involved for intra-
regional movement of commodities and that all the goods traffie is
being catered to by the railways at the existing rates.! The anaysis is
conducted within the framework of a simple model involving four
regions and five sectors.

II. The Model

2, In this section we give a brief outline of the programming
meodel used for obfaining optimal location of industries in different
regions by minimizing transport costs. It proceeds later to analyse
the results of the optimal solution. The notations used in the model
are as under :

{
x‘* = the amount of the i* sector product { commodity ) exported from

J region to the & region;

C:* = money cost of transporting a unit of i commeodity from the j*
region tc the k% repion;

F: = upper limit to the production of the i* commeodity in the j#
region—only applicaple for commodity 1 and 2 viz,, agricultural
and mining;

* The authors have been greatly benefited by discussions with their colleagues

it: ;}x; input-output group at the Gokhale Institute to whom they convey sincere
s,

i The reasons for taking the railway freight rates structure as the basis for
transport costs are : (i) it accounted for more than 909% share in the long dis-
tance goods traffie till 1960-61; and (ii) absence of any data for the remaining
modes of transport to serve as the basis. '
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