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Abstract-This paJ?C'" surveys the literature in the area of target industries identification. 
It also .survey~ two lm~tant methods-screening approach and simultaneous approach-of 
target mdustnes analrsiS, co~centra~g on five major articles along with other studies, in 
terms of methodologies, ~pphed regions, and data requirements. Empirical applications to 
the Pascagoula-Moss Pomt Metropolitan Statistical Area highlight the differences in the 
t-:vo approaches. Empirical results, as well as theoretical aspects, recommend the 
s1multaneous over the screening method. Furthermore, this paper examines the recent 
development in target industries research and clarifies the basic issues and future research 
n~s .. Issues discussed are (1) weighting method, (2) dynamic analysis, and (3) model 
v alidanon. 

I. INTRODUCTION 

Until recently, target industries identification was largely ignored in the 
economics literature of industrial location research. Only five papers, to my 
knowledge, have been published in refereed journals in this area: Sweet (1970a, 
1971); Bohm, Herzog, and Schlottmann (1983); Thornton (1984); and Lee (1987). 
However, a significant number of studies have emerged on the target-industries 
model during the last few years. This development has been marked by an in­
creased demand for research in this area. 

Not surprisingly, little attention has been directed toward the survey of target 
industries research. The purpose of this paper is to survey the literature in the area 
of target industries. More importantly, the paper attempts to examine the recent 
developments in the area, to clarify the basic issues, and to summarize what 
regional economists or scientists can do to improve their target industries models. 

Section II describes two major approaches of target industries analyses­
screening and simultaneous approaches-and cites major works in these areas, 
concentrating on the five refereed articles' works. Applications of both ap­
proaches and discussion of them are given in Section III. Section IV reviews the 
recent developments in the area. In this section, three issues-weighting method, 
dynamic analysis, and model validation-are discussed. 

*Director of Economics, Center for Policy Research and Plarming, Board of Trustees of 
Mississippi State Institutions of Higher Learning. 
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II. METHODOLOGIES 

Target industry models, created to make effective matches between an area's 
resources and potential industries, have recently come into wide use in the 
economic development and regional science communities. The target industry ap­
proach examines an area's advantages in labor availability and costs, industrial 
linkages, industry growth rates, natural resources, land prices, and other related 
variables with regard to their effect on industry location. Then, the target industry 
modeler chooses industries best suited to the area, with a careful eye on those 
specific advantages. Industries such as wood and paper products manufacturing, 
for example, would probably try to locate in a geographic area with generous tim­
ber resources. 

In the realm of target industries models, several specific techniques have 
been developed; the most commonly used approaches include the simultaneous 
method and the screening method. The simultaneous method ranks all potential 
industries simultaneously, considering all variables judged to be important. The 
screening approach, on the other hand, separates industry prospects into groups 
based on their acceptability or unacceptability. If an industry fails to satisfy even 
one condition of the test, the industry will be dropped from the list of prospects. 
Because both target industry approaches show some weaknesses, analysts in more 
recent years have sought to combine the two approaches using differential 
weights to compensate for a variation of location decision variables across in­
dustries. Other modifications to the target industry method have been suggested to 
minimize the rigid and unchanging nature of earlier models. 

Regional development is concerned with an issue broader than that of target 
industries. The former deals with "levels and changes over time in population, 
work force, capital-labor ratios, and in rates of return to land, labor, and capital in 
geographically bounded, generally contiguous territories" (Leven 1985, 569). 
Target industries research presents one element of such a broad issue. According 
to Herzog and Schlottmann (1991), research on industrial location determinants 
has two distinct approaches. "Regional science emphasizes traditionallocational 
determinants such as regional markets and transportation access ..... By con­
trast, the public finance literature most often concerns local public sector initia­
tives as locational determinants . .. . " (Herzog and Schlottmann 1991, 1-2). 
Target industries research does not investigate such locational determinants; it 
utilizes the results of industrial location studies in designing the model and select­
ing important variables in the model. The development of target industry techni­
ques has depended upon and become an integral part of industrial location and 
regional development policy; thus, the target industry approach is but one aspect 
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of regional development and investigates target industries in a specific region, as­
suming no changes in regional economic structure. 

The need for carefully focused economic development efforts has increased 
as the competition for new industry has been heightened. A broad spectrum of 
regional development policy tools has developed to make the industrial location 
process more scientific and effective. Target industry information has developed 
into an important tool in indu~triallocation decisions, but its significance should 
not be limited to identifying industries best suited to a particular location. Instead, 
the target industry approach should be viewed as a tool with broader use in outlin­
ing for a developer the region's advantages and disadvantages in attracting in­
dustry. In other words, economic developers can become more efficient at making 

their area attractive if they have specifically identified that area's weaknesses and 
strengths. Not only will that allow an area to attract well-suited industries, but it 
will also help the area improve its attractiveness to industry, at least in those areas 
over which it exercises some control. Besides its usefulness to industrial 
developers to choose and attract appropriate industries, target industry modeling 
can also be used by industry to examine potential sites for expansion or for loca­
tion of additional research centers, distribution centers, and other facilities. 

In recent years, target industry analysis has become important in the develop­
ment of new and expanded industries, as it has been used by decisionmakers both 
in economic development positions and within industries seeking additional loca­

tions. While target industry approaches themselves serve to narrow the field in in­
dustrial development, their use is actually very broad-based as a tool for regional 
development and industrial interests. 

Screening Approach 

The most popular method for targeting industries is called the screening ap­
proach, which eliminates the candidate industries that do not fit the region through 
screening tests and identifies the target industries. For example, if an industry re­
quires skilled labor and the regional labor force is unskilled, then that industry 
will be eliminated from the target industries list. In many cases, a series of screen­
ing tests is conducted and, finally, the industries that fit the region or desire to lo­
cate in the region are identified from many candidate industries. Table 1 offers a 
summary of methodologies of and data analyzed in target industries studies. 

Sweet's pioneer works (1970a, 1971) laid the foundation for target industries 
research. Sweet (1970a) notes that the traditional "shotgun" approach to industrial 
development has been proven ineffective and expensive for most organizations. A 
research program can help make development efforts more effective. A critical 
first step in this program is the identification of objectives for area industrial 
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development. Some of the targeted objectives have included higher wages and 
employment, greater employment stability, effective use of the existing labor 
pool, increased tax receipts, reduced out-migration, effective use of industrial 
linkages, and upgrading of types of industries in the region. After the goals have 
been pinpointed, resources available to new or expanding industries must be 
evaluated. Resources are the major factor in an area's comparative advantage; 
those resources can include natural resources, human resources, institutional 
resources, the existing industrial structure, industrial financing, transportation, 
services, and others. Industrial linkage-the flow of materials between estab­
lishments and markets-must be included in this process. After this analysis has 
identified the area's comparative advantages, the development organization may 
begin to list industries that match those advantages. The results of input-output 
studies can be used in an industrial development program to forecast output, 
evaluate exports, determine import substitutions, and identify intermediate exports 
and linkages. Each industry identified as a candidate for development in the 
region must be screened. Sweet suggests that an analysis be conducted on the 
basis of projected industry growth rates, wage levels, labor intensity, markets 
served, industrial linkages, labor skill level and materials required, and port orien­
tation. 

Thornton's (1984) study on target industries offers methods to identify and 
rank industries appropriate to an area. Good prospects for target marketing in­
clude industries that show strong historical national and regional growth in 
employment, number of establishments, and value of shipments, or that possess 
other characteristics that make them obvious candidates for future industrial 
development. A data base to identify growth industries can be built using statisti­
cal data bases already put together by consulting or research companies and then 
employing statistical series showing growth trends. Specifically, Thornton's study 
suggests that industries be considered potential target industries only if growth 
rates in employment, establishments, and shipments/sales are at least one standard 
deviation above the mean. She further suggests that after growth industries have 
been defined, they should be reviewed in the "locational fit analysis." In that 
analysis, the developer must define locational factors in the industry, assess the 
community's comparative resource advantages and disadvantages, and conduct a 
fit analysis blending those two components. Information needed for the locational 
fit analysis may include such items as labor costs and availability, transportation, 
proximity to markets and suppliers, energy costs, water supply, lifestyle, ur­
banization, tax climates, industry size, and intuitive appeal. The second portion of 
Thornton's fit analysis involves assessing the community's comparative resource 
advantages and disadvantages for each of the factors listed above. This assess­
ment can be completed by conducting a survey of industries in the region that 
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have recently expanded in or relocated to the area. However, the industrial struc­
ture of neighboring regions or regions with similar resource attributes is not con­
sidered as a method for identifying target industries that are not currently located 
in the region. This factor is one of the weak points of the study. Matching the 
industry's requirements with the community's strengths, Thornton says, will 
result in a list of industries most appropriate to the area. 

Many other studies, such as Battelle Columbus Laboratories (1979), Ten­
nessee Valley Authority (1982), Brown (1988), Farahbod and Kaminarides 
(1990), Minshall and Wright (1990), and Morton (1990), belong to the screening 
approach. Maki and Baxter (1990) identified target industries for the regional city 
focusing on export expansion, import substitution, and neighborhood develop­
ment. Table 1 lists the methodologies and data requirements specific to each of 
these studies. 

Simultaneous Approach 

Another typical approach to target industries identification is a simultaneous 
approach, which ranks the potential industries simultaneously using a com­
puterized model that examines all variables judged to be significant in industry 
location decisions. Sweet (1971) identifies a community's industry potential, 
defined as matching up a community's resources with specific industry require­
ments and then identifying prospects. Generally, he states, industry location 
decisions are twofold, including the identification of desired regions and selection 
of specific sites. Sweet discusses a computer model that is suitable for the portion 
of the process in which the region is identified. Use of a computer model is in­
tended to rank potential industries for a selected set of regions. In this process, 
four locational factors were used, including markets, suppliers, transportation, and 
labor force. In addition, those four categories can be divided into more detailed 
subcategories. In his model, each industry is analyzed on 15 characteristics, which 
include: industry's orientation to intermediate and consumer markets; raw 
material requirements; intermediate manufactured products and services; orienta­
tion to shipping of products by rail, highway, or water; and requirement for 
workers of various skill levels. Similarly, each region is evaluated on the basis of 
several factors, such as intermediate and consumer market potential; suppliers 
available; distance to nearest interstate highway, rail line, and port; and available 
labor force by education (skill) level. These resources in the region are analyzed 
in terms of the specific industry being evaluated. After the two analyses have been 
completed, they can be compared to identify an industry's match to a specific 
region. In the computer model suggested by Sweet, a researcher can either 
evaluate one industry with a large number of regions or one region with a large 
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Study (Year) 

L Screenlna Approach 

Sweet (1970a)* 

Battelle Columbus 
Laboratories 
(1979) 

Tennessee Valley 
Authority (1982) 

Thomtoo (1984)* 

Brown (1988) 

Farahbod and 
Kaminarides 
(1990) 

Minshall and 
Wright (1990) 

The Review of Regional Studies 

TABLE 1 
Methodologies and Data Features 
of the Target Industries Studies 

Methodology/Objectives 

Screen matrix 

{1) IndustrY. screen­
mg. (2) aniiY.s~s of 
&r<>Wlli and shift. and 
{~) markets and sup­
plies. 

(1) Input supply 
~rikages, (2) comP!Ira­
uve ailvantage, and 
(3) historicarlocation. 

(I) Identification of 
&.rowth industries and 
l.l) indus~ry evalua­
uoo matnx and assess­
ment of area strengths 
and weaknesses. 

(I) Performance 
evaluation and 
(2) locatioo ~quire­
ment evaluauon. 

Screen matrix 

Screen matrix 

Applied Regioos 

No applicatioo 

State of Washingtoo 

Chauanoog_a 
Economic I>evelop­
ment Council area 
(ten counties in Ten­
nessee~even coun­
ties in u~rg~. and 
two counues m 
Alabama) 

No applicatioo 

Southwest Virginia 

Nonmetro~litan 
areas in northeast 
Arkansas 

No applicatioo 

Data 

(1 ) Projected indust]Y &.rowth 
rates1 {..:1 wage levels, {j) level 
of laoor mtensity, {4) markets 
served (5) industnai linkages 

Ps~ skilll~vel of l.abor requued, 
matenal req~ents, and 

8 port orientalioo. 

~1 ~ Labor ma~et~2} eneJXy, 
3 transpo,tauon, ~lana use, 
5 interindustry ~ages, 
6 e~lo)'ment growth tiends ana shifts, (7) water tTanJP.Orta­

tioo, (8) import/export ana 
others. 

(1) Wage levels, (2)ii'ona1 
markets, (3) gr:oWt}i ntial, 
( 4) locatioo aDili!)', ) state/ 
foCal industrial clirilate, (6) 
tranSP.Jrtatioo, (7) electnCitY. 
availability/cost, {8). pr:oximity 
to markets, (9) proxurutY. to sup­
pliers, and (10) regioo 's histon­
cal employment. 

(I) Industry growth rates, 
(2) labor cosfs (3) labor 
availabili~, ( 4) ,tra,nsportation 
access, (5 proxmuty to 
mllrke~ 6) proximity to sup­
pliers ~!) energy cos(/ 
availiibility, (~)-water supply, 

~9) lifestyle, {10) urbanizatioo, 
11) tax.clirilate, and (12) in­
ustry s1ze. 

(I) Natjonal emP.lOYI)'Ient trends, 
(2) projected national employ­
ment levels and growth rates, 
(3) pr'9jected Virginia employ­
ment levels and growth rates, 
( 4) new plants and exQ!Insioo in 
Southwest Virginia, (:5) new 
plants and exJ:!!Illsion in the rest 
of VirgiJ:ria, .(6) bra!'lch,plants, 
(7) eXIsun~ mdustnes m Ap­
palachia, ) market linkages, 
llfld (9).iiJ ustry concentratioo 
m Vugm1a. 

(1) Historical and projected in­
dustrY. gro~ rates, t..:) industry 
growth rates m the noo­
metro)J2litan areas of West 
South-Central regioo, and 
(3) input requirements. 

(l) National and regiooal 
growth in emploY,Illent and 
flTms, (2) reg~ooil resources 
(muluregionill. setting, state busi­
ness cliriiate,local operating en­
vironment, comparative costs), 

f3) market/supplier linkages, 
4) tran~rtatioo, (5) laoor 
orce, f<?J. wage rates, (7) energy 

and utiliues, and (8) s1tes and 
structures. 
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TABLE 1 (Continued) 

Study (Year) 

Morton (1990) 

Maid and Baxter 
(1990) 

Methodology/Objectives 

Target industry 
software (screening 
method) 

a~ pxport expansion, 
unport devel<?P.-

ment, and (3) neigh-
borhOod requirements. 

D. Slmultaneo111 Approach 

Sweet (1971)* Indus~ potential 
model. 

Bohm, Herwg, (1) Ge11eqll. Jtrav~tf 
and Schlottmarm ~nualm ustna 
(1983)* ocation model 

(malket and material 
accesses), (2) three 
devel!JPment strate-
gie~ (hiJh wage, 
r;pon marliet poten-
i , and employment 
ff"wth) and 

) rt:~atdiing in9ustry 
reqwrements With 
county preference and 
resources 

U.S. Army Corps (1) Ge11eJ;&lJtra~3'-
of EnJcineers, ~enual m ustna 
Mol) e Distnct ationmodel 
(1983) (malket and material 

accesses), (2) three 
development 
stra.tegtes (hi&h ~e, 
re~tonal rna et en-
ti • and emsloyment 
~rowth) an 

) rt:~atdiing in9ustry 
reqwrements wtth 
county preference and 
resources. 

Lee (1987)* Combination of the 
screen~ and 
the sim taneous 
~roaches, a use of 

ferential weights. 

Goode and Hastings Choice index and ex-
(1988) amination of business 

activities of com-
parable communities. 

Argue (1990) Applications of differ-
ent methods of target 
industries. 

Applied Regions 

No application 

City of Min-
neapolis, Minnesota 

No application 

Tennessee-Tom-
big bee Corridor 

Termessee-Tom-
big bee Corridor 

Southeast Missis-
sippi 

Nonmetropolitan 
and small metro-
politan com-
munities in 14 
Northeastern states 

Four areas in 
Virginia 

Note: *Indicates five papers that have been published in refereed journals. 

Data 

(I) Labor mix, (2) la~r.costs, 
(3) local energy aild utility 
rates, (4) transportation m PI'Q~ty fo malkets, 
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~~~~~~~eeds, 
avitilabili~. and (8) preference 
for urban/non-urOaillocations. 
(1) Domestic and foreign export 
ma!kets, (2) input subslitution, 
and (3) mtersectoral transfers. 

(I) Product malkets, (2) sup-

~liers1 (3) transportatton, and 
4) laoor force by educational 
evels. 

(1) Malket access, (2) material 
~;cce~s. (3) wage rates, (4) rela­
uve unport-export status m the 
Southeast, (5) historical emP.loy­
ment groWth A ( 6) transportation, 
(7) energy, (8) water use, 
(9) reg\onal fi'rms, (10) ~age 
rates, { 11) recommendauons by 
other studies (12) land use, 
(13) availability Of Jl!lblic utility 
services, (14) eaucational 
resources, (13) public services, 
and (16) local incentives. 

(1) Malket access, (2) material 
~;cce~s. (3) wage rates, (4) rela­
uve unport-exwrt status m the 
Southeast, (5) historical emP.loy­
ment growthA (6) transportation, 
(7) energy, (8) water use, 
(9) regjonal fi'rms, (10) ~age 
rates, {11) recommendattons by 
other studies (12) land use, 
(13) availability of Jl!lblic utility 
services, (14) eaucational 
resources, (13) public services, 
and (16) local incentives. 

(l) Industry growth rates, 
(2) ~age rate~. (3) location. 
quotients (nauonal and reg1onal 
~m_ployment), (4) interinaustry 
linXa~s (forward and back­
ward , (5} transportation, and 
(6) Ia r ma!ket data. 

~1~ Access to hil!hways, 
2 local and staTe tax rates, 
3 availability of key inP!-Its\ 
4 access to rnalkets1 and (5 J a 

variety of other socia1, 
demographic and economic vari­
ables. 
(I) National emplgyment trends 
ana projections, (7J statewide 
employment trends and 
proJections, (3) recent change in 
reS\onal employment, 
( 4) b!111lch J!lants, (5) in.dus~ 
focatlon ani! concentratlon m 
the regions, (6) number of new 
ruants and expansions, and 
tt) malketlirikages. 
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number of industries. The model relies heavily on input -output data and shows the 
significance of input-output tables in identifying industry requirements and 

market and supplier linkages. 
Bohm, Herzog, and Schlottmann (1983) discuss development of a methodol­

ogy to identify manufacturing industries that are particularly well suited to loca­
tion in the Tennessee-Tombigbee corridor. The authors' methodology is 
composed of three steps: developing a general gravity-potential industrial location 
model that gives an unconstrained ranking of industries on the basis of potential 
profitability; limitation of the selection process on the basis of three "industrial 
development strategies"; and modification of the selection process in the field 
based on matching of industry and county characteristics. The initial step brings 
out those industries that match the area most closely in terms of geographic loca­
tion, especially the county's nearness to major suppliers and buyers. County wage 
rates are also a major component in this ranking. This first selection of counties is 
important because it identifies industries that would require the least inducement 
to locate in the area. In the second step, industrial development policy objectives 
can be introduced into the process, using strategies based on high wages, on 
regional market potential, and on employment growth. The authors' third step 
gives local development officials spme initiative in molding the system to chang­
ing conditions in the area and to industries preferred by the officials. 

Lee's (1987) paper, which includes the most thorough reporting of the litera­
ture on target industries, demonstrated a combination of the screening method and 
the simultaneous method. The paper provided a new approach that overcomes the 
disadvantages of each. First, he screened industries based upon three different 
scenarios: (1) growth rates, (2) wage rates, and (3) location quotients. The first 
two scenarios reflect regional economic development priorities and preferences, 
and the third considers the demand and supply situations of the industry's product 
in the area. Location quotients can provide simple but important insight to plan­
ners and policymakers. Then, the simultaneous method is applied to the industries 
that passed the initial screening test. Another feature of Lee's study is the use of 
differential weights; the study reads, "Differential weights are assigned to the 

various location factors in determining industrial rankings because the variables 
that influence location decisions vary across industries." This issue is discussed in 
the next section as a problem of the weighting method. 

Reports by Sweet (1970b), the U.S. Army Corps of Engineers, Mobile Dis­
trict (1983), and Argue (1990) are the only known target industries studies using 
the simultaneous approach. Goode and Hastings' (1988) unique study applied an 
econometric model to predict the relative likelihood of potential industries locat­
ing in each community. Goode and Hastings compared the development potential 
of each specific community to other communities of the same class. 
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ill. EMPIRICAL APPLICATIONS 

Three major types of approaches-the screening approach and two different 
types of simultaneous approaches-of target industries are applied to the Pas­
cagoula-Moss Point Metropolitan Statistical Area (MSA) in Mississippi for 
numerical examples. The Pascagoula-Moss Point MSA is located in the southwest 
comer of Mississippi and covers all of Jackson County. A navy port and one of 
Mississippi's most industrialized areas, the MSA includes such major manufac­
turers as Ingalls Shipbuilding, Chevron U.S.A., and International Paper. Table 2 
lists the top 15 target industries derived by (1) the screening approach, (2) the 
simultaneous approach with equal weights, and (3) the simultaneous approach 
with differential weights in the Pascagoula-Moss Point MSA. The equal weight 
method assumes that each location variable has an equal importance in industry 
location decisions; on the other hand, the differential weight method assumes that 
industry location decisions are different among industries. Therefore, the latter 
method assigns different weights on location variables as contrasted to the equal 
weight method, which considers all location variables equally. Industries reported 
in Column (1) are picked up from the study conducted by the Mississippi Re­
search and Development Center (1977). The study employed a very simple 
screening method using variables such as industry growth rate, energy 
availability, geographic location, labor force, natural resources, and transportation 
network. The simultaneous approach described by Lee (1987) was applied; the 
top 15 target industries are reported in Column (2) under the equal weight method 
and in Column (3) under the differential weight method. 

Industries in petroleum products (SIC 29) and food products (SIC 20) are 
eliminated when the screening approach is applied, even though these industries 
actually have strong locational advantages in the MSA. Elimination of the 
petroleum industries can be traced to a labor market mismatch, especially to a 
shortage of administrative and management, professional, and craft and repair 
labor in the MSA. Because the area has a mismatch in the labor market, the 
screening approach completely eliminates the petroleum industries. In other 
words, lack of fit by just one factor can penalize the area by entirely eliminating 
an industry from the target list. The geographic location factor became a problem 
for the food products industry because the MSA and the surrounding area lacked 
the large consumer market needed by the industry. Just as one factor prevented 
petroleum products industries from making the screening approach target list, one 
variable penalized the area in its suitability for the food processing industries. The 
strong availability of seafood and other food raw materials should mean that food 
processing is an important part of the coast's economy if there are no strong fac­
tors that prevent the industry from being a competitive one in the region, yet the 
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screening approach eliminated the industry from the target list. Again, the area is 
greatly penalized for failing to match up on one component, even though it satis­
fied other factors quite well. The nature of the screening approach can allow too 
much emphasis on one or two factors in the analysis, thus eliminating industries 
that could be very important to the area. 

The variation in industries selected indicates a clear gap between the screen­
ing and simultaneous approaches. However, the differential method within the 
simultaneous category still captures target industries better than does the equal 
weight measure. One of the problems with the equal weight method is underlined 
by the elimination of the food processing industry when that method is used. In 

the equal weight method, product and supplier markets are given the same weight, 
although the supplier market is much more important to the food processing in­
dustry, particularly for canned and frozen foods. In the differential approach, 
though, more emphasis is placed on the important raw materials markets. 

Use of either the equal weight or the differential weight simultaneous method 
yields the same five industries at the top of the target list: 2951, 2952, 2873, 2874, 
and 2875. When the screening approach is used, however, none of those in­
dustries even makes the list of the top 15, much less the top five. None of the top 
five industries chosen using the screening approach, on the other hand, is named 
by either simultaneous method. In fact, the target list of the MSA's top 15 in­
dustries, as chosen by the screening method, completely ignores the food process­
ing and petroleum products industries. The equal-weight approach captures some 
of those industries, while the differential-weight method shows an even better fit 
for the area. 

Empirical results, as well as theoretical aspects, recommend the simul­
taneous method over the screening approach. Within the simultaneous category, 
the differential weight method captures target industries more effectively than 
does the equal weight approach. Nevertheless, a simplification of the differential 
weight simultaneous approach would be required if policymakers and planners 
desire a simpler, easy-to-apply model because of the approach's sophistication 
and data requirements. 

IV. RECENT DEVELOPMENT IN TARGET INDUSTRIES RESEARCH 

Weighting Method 

One of the recent developments in the area of target industries identification 
involved the issue of weighting methods. Many studies described in Section II 
utilized an equal-weight method, or they were not systematic in weights. 
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Lee (1987) developed the differential weights in measuring the "distance" 
between a region's resources and industry requirements. Since the factors that 
determine industrial relocation and expansion vary across industries and regions, 
the differential weights are more appropriate in a targeting process. Lee used 
Schrnenner's (1982) results from a qualitative survey of business location 
decisions. Schrnenner's study is one of only a few that investigate the different 
behaviors in location decisions among industries. Lee's empirical results 
demonstrate that a differential-weight method performs better than an equal 
weight method. 

Lahr, Meszaros, and Stevens (1988) went further and proposed the use of the 
multiple-objective decision method for identifying target industries. They iden­
tified the line that is often drawn between industries' locational requirements and 
regional economic development priorities, and the three authors explored an ex­
tensive list of measures for targeting industries. The analytic hierarchy process, 
which is designed for making choices among discrete options, was chosen as the 
specific multiple-objective method. The method is very comprehensive and 
promising for target industries research. The disadvantages of this method are the 
huge amount of data needed for disaggregate sectors and the quantity of work that 
is required to gather priorities from many industries. Argue (1990) applied the 
analytical hierarchy process to four areas in Virginia. 

Dynamic Analysis 

Another recent development in the area of target industries research is the 
dynamic target industries model. Some studies suggest that the model should in­
corporate forecasts, rather than historical information, on regional and industry 
data; however, regardless of the source of the information, the model remains 
static and assumes the existing industry requirements and regional resources. In 
Lee's (1989) short report, an experiment on dynamic target industries was at­
tempted. He insists that "consideration of an expected change of some portion of 
the economic structure in the future requires an adjustment to the target industries 
model." Using the simple screen matrix developed by Sweet (1970a), Lee es­
timated mid-term and long-term target industries for the state of Mississippi. The 
assumptions used to project target industries are a key part of the study. Although 
a broad change of the economic structure over time is considered, the most impor­
tant single change is the shift in labor supply, based upon improvement of the 
region's education system, coupled with improved job training programs. 

Recently, Lee and Ranck (1988) provided a theoretical structure for a 
dynamic approach to regional economic development analysis. In Lee and 
Ranck's article, a Markowitz optimal portfolio of industrial diversification was 
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adopted as the policy objective, and optimal economic development policy over 

time was analyzed. They used state and local government fiscal policies-such as 
taxes, expenditures for education, economic development, and research and 
development-as policy variables and employment, income, or value added as 
state variables. Although the focus of their research is on regional industrial 

development, diversification, and policy alternatives, the research does suggest an 

optimal economic structure and particularly an industry mix. Therefore, this kind 

of dynamic model could indicate what the dynamic target industries are for the 
region. The model would tell us which target industries change over time for the 
specific region. However, it should be noted that a construction of the dynamic 
model requires highly trained researchers and a tremendous amount of work, and 

this approach is probably beyond the regional policymakers' and planners' ability. 
Simplification of the model is required to be utilized widely among policymakers 

and planners. This issue would be an exciting area for future research in target in­
dustries research. 

Model Validation 

One of the major issues of target industries research is validation of the 

model. Because of its unverifiable nature, the validation issue has not been dis­
cussed in the literature. To be scientific, target industries identification cannot 
avoid the issue of how to detennine the model's accuracy. Even if the target 
industries' list in the specific year matches with the industry mix in later years, it 
is difficult to detennine whether the new industry mix is created by policymakers' 
and planners' efforts based on recommended target industries or whether the in­

dustry mix is generated by other economic forces. 
One way to detennine the validity of the model would be to investigate one 

region's changes in industry mix over time compared to changes in other regions 
with similar industry structure, location, size, and to changes in the national 

economy. Changes in industry mixes could be broken down into parts, isolating 
and investigating the effects of locational advantages of the region. Another direc­

tion the validation issue could take would be to compare industrial location 
studies, analyzed by econometric models, with target industry studies. This com­
parative analysis is another area of promise in future target industries research. 
One of the pitfalls in this area is the emphasis and dependence upon, as a way of 

model validation, the investigation of gaps between target industries and existing 
industries in the area. The majority of industries that are currently important in the 
area appear to have located in that specific area in part because of locational ad­
vantages. Yet, stressing existing industries would mean that industrial targeting 

could be simplified by attracting and encouraging additional industry of the same 
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type that is found currently in the area. Such an approach would lead to main­
tenance of the status quo in an area's industrial structure. 

Unfortunately, we still understand very little about methods of validating tar­
get industries models from a scientific viewpoint, which is certainly the weakest 
of the three issues (weighting method, dynamic analysis, and model validation) of 
target industries research frontiers. Until better methods of model validation are 
generated and tested empirically, this issue must remain open; the importance of 
model validation, though, requires that additional research continue in the future. 
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