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By cumulating the plants, it was found that nineteen 
counties more or less dispersed throughout the United 
States contained half the instrument industry establish­
ments. These same counties had only one-fourth of all 
manufacturing establishments, again indicative of the 
concentrating forces acting on the instrument industry.

For the most part these nineteen counties are parts 
of the major metropolitan areas in the United States: 
Middlesex county in Massachusetts; Kings, Nassau, New 
York, Queens, and Westchester counties in New York;
Bergen and Essex counties in New Jersey; Philadelphia 
county in Pennsylvania; Cuyahoga county in Ohio; Cook 
county in Illinois; and Los Angeles and Alameda counties 
in California.3^

Special circumstances have resulted in clusters on 
specialized instrument manufacturers in several other 
areas. Concentration in Tulsa county, Oklahoma, repre­
sents a historical development of instrument-making 
serving the needs of the petroleum industry; clusters 
of instrument manufacturers in Harris county, Texas, 
have the same historical origin as those of Oklahoma. 
Concentration in Milwaukee county centers on the 
Minneapolis-Honeywell Regulator Company, while concen­
tration in Rochester (Monroe county) New York has grown 
out of the lens making activities of Bausch & Lomb and 
Eastman Kodak.

38Ibid., 83.
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Besides "personal considerations," the factors that 

are most Important In determining location are "availability 
of professional staff" and "availability of labor of re­
quired skill or ability"; of lesser Importance are proximity 
to educational, testing, and research facilities, and to 
suppliers and markets for reasons other than transport 
cost.

The three factors listed as unfavorable by the 
largest number of firms are: "labor cost, other than 
professional and managerial," "land availability," and 
"taxation." Since most of the firms are In large metro­
politan areas, where wage rates, land costs, and property 
taxes tend to be relatively high, It Is not surprising 
that these should dominate the list of unfavorable factors. 
They may be regarded as the costs for obtaining the 
advantages of availability of labor and various services 
and institutions, of proximity to markets and suppliers, 
and of amenities that attract professional personnel.
In this connection it is interesting to note that some 
of the firms that have located plants in non-metropolitan 
centers list labor cost, land cost, and taxation as 
principal factors in determining location; and proximity 
to suppliers, markets, research facilities, and educational 
facilities as disadvantages to their present location.

The historical process furthers clustering because 
new firms in the instrument industry are typically formed

39Ibid., 85.
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by professionals who generally locate their firms in the 
areas in which they are working. For example, people 
working in Bausch & Lomb contributed to the formation 
of new companies in the Rochester area. Another example 
is the contribution of the former employees of Hughes 
Aircraft to the Los Angeles complex. In addition, many 
companies are formed In the vicinity of the major uni­
versities by persons doing research in these universities.

The historical process maintains existing clusters 
even when firms consider moving or expanding. Usually 
the move to a new facility is confined to a distance that 
permits preservation of the existing work force. An 
important reason for this is the heavy reliance on 
in-house training and promotion. A plant’s relocation 
is constrained by the desire to maintain high quality 
performance and to avoid repeating the heavy costs of 
training a new work force and eliminating unsatisfactory

40workers.
Flat glass Industry.--This industry was concentrated 

historically in three regions; Upper Middle Atlantic,
Lower Middle Atlantic and Midwest. Regional- concentration 
of the industry remained stable from the Civil War to 
the 1950’s.4^ In 1955, however, Pittsburgh Plate Glass 
built new capacity away from its traditional manufacturing 40

40Ibid.. 86.
^Trevor Bain, "Industrial Relocation And Restrictive 

Work Practices: The Flat Glass Industry," Land Economics, 
XLIII (February, 1967), 96.
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sites. The company was prompted by a need to escape 
restrictive work practices.

In 1965 the industry began to shift away from 
traditional manufacturing centers. Pittsburgh Plate built 
new facilities in Cumberland, Maryland, and then in Mt. 
Zion, Illinois, and Crestline, Ohio. These new plants 
were not merely additions to existing capacity; they 
replaced established operations. Libbey-Owens-Ford in 
the 1950's preferred to moderize its existing facilities 
in Toledo, Ohio, and Ottawa, Illinois. In 1962, however, 
it too opened a new plant, in Lathrop, California. The 
mobility was away from the Middle Atlantic to the South 
and West during 1947-1963. Management's decision to 
open new plants in these new locations in preference to 
renovating the older plants was prompted by the presence 
df negotiated restrictions upon output, loose work stand­
ards and a tradition of employee militancy in the older 
plants.

During the early 1950's, Pittsburgh Plate Glass 
reviewed its competitive position. The company, except 
during World War II, remained second to Libbey-Owens-Ford 
in its share of the flat glass market. Its closest com­
petition, Libbey-Owens-Ford, had an exclusive contract 
to supply General Motors with all of its glass. Libbey- 
Owens-Ford maintained" good labor relations and continued 
to modernize existing capacity while it concentrated on

42Ibid., 97.
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t, producing only glass. Pittsburgh Plate Glass’s customers 

were several smaller automobile manufacturers. Bach time 
glass was required for a different customer negotiations 
between labor and management took place over incentives 
and line speeds. The company was diversified and the 
glass division had to remain competitive. Management’s 
attempts to change existing work practices met with 
resistance from the local union. -.At the same time much 
of the equipment at Creighton (the old plant) became 
obsolete, larger automobiles required larger windshields 
and the Creighton lines were not wide enough to handle 
these new sizes. Pittsburgh Plate Glass weighed the 
cost of restrictive work practices and renovation against 
the cost of building new plants and equipping them with 
the latest technology. The company decided to build a 
series of new plants.

The first nevz plant was built at Cumberland, Maryland, 
a morning’s drive from Pittsburgh. Cumberland had the 
necessary resources, a trained labor force, silica sand 
and natural gas fields. It was also close to the southern 
furniture manufacturers. The federal government was 
eager to provide nevz jobs in the depressed Cumberland 
area and expressed a preference for the plant’s location.
The company was offered an accelerated tax write-off on 
the new plant on the basis of its importance to the 
nation’s defenses.“

43Ibid.t 99.
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. Relocation in the flat glass industry occurred 
within the old geographic regions. Pittsburgh Plate Glass 
continued to negotiate with the same international union 
and carried over identical base wage rates to its new 
plant. Nevertheless, relocation resulted in a new work 
'atmosphere. Positive benefits in lower labor costs 
accrued to the firm because of improved labor relations, 
fewer restrictive work practices,_i elimination of incen­
tives and the installation of a job evaluation program.
The union was willing to grant work rules concessions 
in the new plants for uncontested union representation.

There has been growing competition among the different 
plants with the firm, not only for a greater share of the 
available work but also for a larger share of the company's 
total Investment in new equipment. Relocation was followed 
by increases in employment at the new site at the expense 
of the workers at the old site.
Decentralized: the caper container industry

One United States industry which has tended to 
widely scatter its plants throughout the entire country 
is that of paper "container manufacturing. The paper-box 
fabricating plants are located in a pattern that almost 
perfectly delineates the major industrial-market areas 
of the United States. Thus, e.g., a completely integrated 
packaging company such as Container Corporation of America 
has fabricating plants in twenty-five locations scattered 
from Boston to Los Angeles and from Seattle to Fernandina
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Beach, Florida.^

Container Corporation's geographic decentralization 
is influenced by its rav7-material needs. It has, for 
example, strawboard mills in farm country— both Southeast 
and Northwest. But its fabricating plants, which utilize 
•these intermediate products, are located near market-oriented 
industrial complexes all over the country. Container 
Corporation's plants in themselvejs make a rough map of the 
United States centers of light consumer industry.

Summary And Conclusions

The major factors to be considered for plant location 
decisions have been found to apply to all companies studied. 
The automobile manufacturers, steel industry, precision 
instrument industry, flat glass industry, and the packaging 
industry have all seemed to recognize these basic prin­
ciples relating to raw material sources and product markets, 
labor factors, fuel, and taxation.

The automobile manufacturers in evaluating marketing 
decided that the warehousing and assembly functions 
should be located at regional centers. However, due to 
the high cost of dies, frequent model changes, and large 
investment in special machinery, the manufacturing func­
tion is concentrated near Detroit. The cost of manufacturing 
at regional centers was prohibitive.

The steel industry in appraising raw material sources

^Wood, loc, clt.
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and marketing determined to locate the manufacturing 
function near coking coal deposits. The coal deposit 
areas are close to major steel markets and thus are pre- 
ferred over the iron ore- deposit area. The position of 
the customer controlled the concentrated plant locations.

The precision instrument industry in evaluating 
marketing originally concentrated its manufacturing 
plants in regions near its customers. An example of this 
is the plants in Milwaukee county which service the 
Minneapolis-Honeywell Regulator Company. Currently the 
key factors in determining plant location are "availability 
of professional staff" and "availability of labor of re­
quired skill or ability." Consequently, the move to a 
new facility is confined to a distance that permits 
preservation of the existing work force. Thus, the 
labor factor controls the regionalized plant location 
in this industry.

The flat glass industry was originally concentrated 
in three regions. These regions were near the automobile 
manufacturers (their primary customer). The plants in 
these regions experienced negotiated restrictions upon 
output, loose work standards and employee militancy.
When expansion was required, management decided to avoid 
the restrictive work practices by building new plants.
These plants were also concentrated in regions. Labor 
factors controlled the plant location in this industry.

The packaging industry sells its product to industrial
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complexes scattered all over the United States. It 
utilizes light weight raw materials, but produces a rel­
atively bulky product. In evaluating marketing, the 
industry determined that,having its manufacturing plants 
near the customer was the key factor. Therefore, packaging 
fabrication plants are dispersed throughout the country.

In sum, the real-world cases viewed in this chapter 
serve to Indicate that differential application of the 
principles and factors of plant location tend to result 
in different schemes or patterns of plant location.



- CHAPTER V

SUMMARY AND CONCLUSIONS

Strategic managerial planning assures that the 
firm's markets are well chosen, that adequate demand and 
resources exist, and that the firm is capable of capturing 
a share of the demand. Strategy imposes essential tac­
tical requirements: price-cost decisions, timing of 
output to meet demand, responsiveness to changes in 
customer needs,1 input markets, and technological and 
process characteristics. The administrative structure 
must provide the climate for meeting these tactical 
requirements: e.g., an environment which is characterized
by frequent and unpredictable demand fluctuations requires 
that marketing and production be closely coupled organ­
izationally for rapid response; an environment which is 
highly technical requires that the research and develop­
ment 7/0rk in close cooperation with sales personnel.

In this sense "structure of the firm follows the 
firm's strategy"— product-market characteristics create 
tactical needs, and these, in turn, determine the structure 
of authority, responsibility, work flows, and information 
flows within the firm. As the country's economy devel­
oped, different strategic opportunities became available
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i, to business. As firms took advantage of these opportunities 
and thus changed their previous strategies, tactical 
inadequacies developed which dictated new forms of organ­
ization. The major requirement which strategy has imposed 
on structure is to organize the firm’s management in a 
way which assures a proper balance of attention between 
the strategic and the tactical decisions.

Strategic managerial decisions are not self-regenerative. 
They make no automatic claims on top management attention. 
Unless actively pursued, they may remain hidden behind the 
tactical problems. The immediate demands on management 
time and effort raised by tactical problems can readily 
obscure the fact that the basic problems lie not in the 
firm but in its environment. Since strategic problems 
are harder to pinpoint, they require special attention.
Unless specific provisions are made for concern with 
strategy, the firm may misplace its effort in pursuit of 
tactical efficiency at times when attention to strategic 
opportunities can produce a more radical and immediate 
improvement in the firm’s performance.

As cost of transportation continues to become an 
ever-larger proportion of the total delivered product 
cost, the effect of plant location is increased propor­
tionally. Errors in proper selection of the plant site 
may result in a situation whereby--regardless of other 
efficiencies of production— the costs of raw material 
procurement and the delivery of product to the customer
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6.1*6 SO 9X C 6 S SiV6 relative to similar COst Of Competitors 
that a secure future cannot ha obtained at the selected 
site.45

As any country develops Industrially, as the trans­
portation systems of that country improve and materials 
And labor are dispersed to a variety of new locations, 
and as the labor supply becomes more widespread, the 
location of plants must be increasingly controlled by 
the factors created by alternative sites. Proper plant 
site selection requires objective assessment of the loca­
tion factors involved for the particular installation, 
and the objective analysis of these factors, in order to 
ensure a location which will provide optimum benefits to 
the owners, employees, customers, and the broader society.

In this paper, "Strategic” Managerial Planning in 
the case of and in light of plant location decisions has 
been critically examined. "Strategic” Managerial Planning 
was defined and real-world cases were employed to illus­
trate the relationship of theory and practice in plant 
location decisions. It was found that the basic prin­
ciples and factors of plant location did tend to apply 
to all companies studied. Correspondingly, it was seen, 
differential application of the principles and factors 
of plant location tend to result in different schemes 
or patterns of plant location, as posited in the working 
hypotheses.

^Ruddell Reed, Jr., Plant Layout (Homewood, Illinois: 
Richard D. Irwin, Inc., 196Y), pi 343."
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