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Problems of Economic Base Theory :
The Location Quotient Approach to Identifying Basic Activity
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This paper reviews the location quotient technique that has been most widely used in economic base
investigations. Then it examines the assumptions of the location quotient technique, presents the underlying
rationale for its use, and proposes a number of modifications which are consistent with that theoretical
rationale. Finally we consider to improve the surplus worker approach which is a modified version of the
location quotient technique so that it can estimate more accurate multipliers.
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