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Introduction

The object of thie paper is to underline the need for and soope of
deoentralization of multifunctional institutions to build up a faeter
tempo of industrialization in rurai areas of the Least Developed African
Countriu.1

The sub;eot of apecial assistanc: tc the least develoned countries
has been constantly under discussion in several UN forums particularly
since the third session of UNCTAD held in Santiago, Chile, from 13 April
to 21 May, 1972, where the attention of the wcrld community was drawn
for the urgenoy of special attention to those countries. o~y

The development of small-scale ansd rural industrialiszation is en-
occuraged in recognition of their strategic importance to integrating the
national sconomy as an organic whole, and sypanding the entrepreneurial
and teochnologiocal base for further industrialization. The Least Developed
Countries of Africa constitute a special case in this rogard.2 In these
ocountries perhaps one of the most important missing factors critical to
the development process is the link between agrioculture and industry.
Basic institutional infrastructure, therefore, needs to be accelerated
with appropriate horizontal and vertical; linkages to integraie the rural
industrialization processes with the emall-scale industrial struoture
whioh in turn is to be linked with the large~scale operating industry mo
that the impact of forward and backward linkages of the industrial operation
is felt by the entire national economy.

To realise this objective, institutional arrangement in the lsast
developed oountries of Africa has to be not only strengihened further,
but significantly decentralised so that it penetrates sufficiently deep
into the countryside to achieve the necessmary intepration. The idea
underlying this strategy is to provide an overlapping institutional
arrangement for industrial development so that no industrial sector ie

ignored in the development proceas, and that the industrial development
is internally routed with sufficiency of internal linkages.
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i gance of Rural Industrialisation

In an ECA note presented at the ECA/OAU Conference of Ministers
of Industry it was pointed out: "As agrinultural productivity rimes",
presumably as a remul{ of effestive agricultural policy, "new employ-
ment opportunities must be oreated in non-agricultural activities in
the rural mectors if the link is not ‘o hru]r.".3 While the paper
views that for a small country an outward-oriented industrialisation
policy is not an option hut a necegsity, it underlines that, "for any

¢ ogemiry, however, wishing to restructure its aconomy, an inwarrf-oriented

oot of policies and incentives directed at ita rural sector have a de-

olesive role to play in mobilizing rural resonrcen and in irange
forming the siructure of rural production. Ry the sucresaful

implantation of the seeds of industrialisation in the rural areas
that would forme a strong link with that of an urban sector, African
oountries ocould develop a self-reliant bage for 1nduntr1.a11zation".4

v

The case for rural and village industrialization is not basad
on economic eomt-benefit ratio or input-output analysim. Rather 1ts
j\tﬂificiﬁon is bamed on mocial transformation approach to build up.
¢ sound struotural bage, to achieve over & psiven pariod of time, a )
self~sustaining and self-reliant devalopment procees. But, apart from .

~ theoretical considerations of mooial transformation, the need for

rurel industrialisation implies & practiocal operational aspect in
presoribing an industrial strategy for the T,ea i Developed Countries
of Africa. '

2 basio feature of the African 1L,0Ce is the predominance of agri-
oulture, acocunting for more than 50 per cent of their Gross Nomemtio
Product. More than 80 per cent of their total population in encaged
in the agricultural mector. Manufacturing activitiss employ less than
5 per oent of their total population and ocontribute less than 10 per
osnt to their 01?.5 In such a situation, while aprioulture will
of oourss be a take off point for most of them, it ham to be realised
thet there is a fundamental link between agriculture and industry in
the very nature of the growth process that im tuned inwarde for the
development of the peuple of every country. In the absence of a comple=
mentary industrial policy, the process of growth stimulated by agri-
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cultural policy mav thus be retarded. loreover, improved agricultural
productivity mar render come ar-;r;icul'turaj Inhour surplus. The effective
rural industrial programe coul(i, thus, significantly help in reducing
the tensions renevated ac a result of the tamployment crisis' currently
the bane of many ~ devcloving countrv, and therehy reduce social costs,
Industrialization in renecral, and rural industrialization for that
matter, cannot alleviate the emplu/ment problem in vhe short ™,

but it can surely make a sirmificant contribution to the objective of
expanding employment opportunities. Rural industrial programmes would,
heing labour-intensive, be rore effective. They will further check the

’

migratory flow of surplus rural population to urban centres.

Cases for Deceniralisation

It ig now widelyv recosmized that asricultural and industrial develop~

"ment policies are merely different sides uf the same coin. In the inte-

grated development approach this will also be true of the educational,
and communicational and transport infrastructural programmes like roads,
bridges, railways, water and electricity. TIn the formulation of decentra«
lised programmes of the multi-functional institutions connected with

this development process it would, therefore, ba logical to focus
attention on ensuring the internal consistency and complementarity of
policies, programmes and projects at the same time as underlining the
urgency of appropriate horizontal and vertical institutional linkages.

It has been mentioned before that for intesrated development rural
and small industry ic as important as large-acale factory production.
However, durine the 1960c the global view of industrial strategy placed
dieproportionate emphasis on larze-acale industry. This approach ine
creasingly came under strong criticiem both from developing countries
themselves and from outside sources. It was arrued that the relation
between investment and develupment (however defined) is far from simple
and that development is a total process. Besides, the implied identi-
fication of overall growth with development ignores distributional
faotors. Some of the digiributional agpects identified are between
social classes, between rural and urban pupulation, between pecple in-
volved in the formal' sector, and those outside it, and between different
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geographical areas. The 1sast dsveloped countries are ons form in whioh

spatial inequalitise may oocur.6 Therefore, in the formulation of polioy -
messure regarding the institutional set up for the lsast develuped countriee

of Afrioa this aspect of internal coneistsncy and oomplementarity betwsen

differant sections of industrial development assumes special attention.

»

In the least developed countries of Africa, where the industrial de-
velopment has ihus far touched only t1s fringes of their soonomies, the
quuﬂon of developing a strong domestic entrepreneurial hase ie indis-
pensable tc self-gensrating industrialisation. It could be a highly re-
warding exercise to promote and encourage indigenous enterprise right at
the arass rvot level., 1t doss not mean that vther levele of promoting
enterprise are to be accorded leeser importance. Rather, in the past it
has been found that the multifunotional instituione, for want of their
sufficient decentralisation, have badly ignored the rural eector. Being
looated in the urban centires, they have gensrally taken a narrow view
of integrated development approach. Their activities have been largely
concentrated in the urban and semi-urbdan arsas, mainly oapital cities
and o few bigger towns. Thsy have not paid adsquate attention to village
industry, nor attempted to develop procesnsern and tschniques of production
appropriate for encouraging rural industrialisation. Sinoce urban areas
are infrastructurally bettsr equipped, the sxscutive officers of the in-
duetrial mervice institutione tend to be influenced by short-term goals,
rather than a long-term strategy which inocludes the creation of a balanced
industrial infrastructure and deacentralizstion of their sctivities,

It is important to osll a halt to suoh tendencies which are likely
‘o increase the gulf between the urbdr -rural mectors, fu.-ther dietort
income dfistributional pattern and cause spatial inequalities. Above all,
the dependent characteristics of the urban industry on foreigm technology,
foreign assistance and foreisn management and technical mManpower resouroces,
say not undergo any significant change in the abmence of continuous inflow
of domestiocally develiped production techniquen, domestic enterprises
finding their way up from the prass-root level and domemtic acoumulation .
of capital at all levelnm.

The puint is that it {s moat ursent for the developing countries,
and more so far the least developed sountries of Afrioa, to work for
constantly and consistently increasing interaction between organissd and




uncrranized, formal and informal sectors of ecenomy to build up a
self-sustainifie structural hase which would act as a soprinp-=hoard
for the indifenons nopulation. Althousrh -merh lip-service has re-
cently heen/paid, botr in internaticnal fora and within the Least
Developed Countrier of Africa themgelves, verv litile has heen done,
in most capes, tn sufficiently decentralize the inctitutional infra-
structure to carrv out the prorramme of a decentralized industrial
structurei Tn practice the industrial structure built-up durine
the 1960% has noi underpone anv sirmificant modification tu realize
the mlicv‘ roals based on inteprated Jpvelopment thesis., 'The riral
industry has continued te lanrsuish as a result of want of attention

and inetitutional deviciencier.

| When nost of the Africar countries attaines pulitical indepandenre,
the new African sovernmenic were aware of the urrency of nromotine
and enccuragine industrial activity in seneral and that bv indigsenoun
Mricans in particular, to enable them t participatd®fully in the
dynamic industrial secior of the econumy. Hywever, inheriting the
cvlonial structure, and lackins both adninistrative experience and
‘technical skills, they permitted the industrial tasa to funetion
the same way as it did before the independence. The emphasis was
only placed on increasins participation b_v'the indigencus Africans
in the indusirial ventures -~ whether financed and nmanared by the
multinational corporations or some local enterprises. The oiher
step taken was tv establish one or two multi-functional prrastatal
hodies like Dévelopment Corporationa to promote and participate in
menufacturing industry within the country. However, since large-
scale factbry production was the norm to prodgce the mans-scale con=-
sumer products,' that norm was not disturbed. It was onlvy advocated
1o produce such products locally. Import-suhstitution thus became
the major industrial activity and stratepy, mainly in the field of
mass production of consumer goodsa (sﬂgar, téxti'!es, dairy products,
besr, sweeis and biscuits, metal containers, coﬂ‘ee curing, tea-making,
vegetable oil, etc.). In many cases, foreirm investment in these
ventures came from the same multi-nationals who had in the past been
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the major suppliers of these products from their factories abroad.
To preserve their overseas market they put up the factories in the
African countries which encouraged such invesiment and industrial
activity. In certain cases African governments participated in such .

ventures, and joint industrial ventures were establishod.7

The point I wish to make is that the need and significance of
small-ecale and rural industry, or the introduction and development
of new production processees and techniques of production was appreciated
and identified piecemeal. Similarly, the presently widely felt need
for enocouraging and promoting artisan skills and traditional technology,
or borrowing and introducing at the smull scale and rural level the
forme of technology and techniques of production which are more rele-
vant to the local requirements and demand pattern, and which might be
within the easy grasp of an African artisan and entrepreneur, has ,
been a recent phenomenon - a result of industrial strategy of the 1970s.

There is 1ittle doudbt that after independence new African govern=-

- ments generally reorganized the economic disadvantages they suffered

a8 a consequence of remaining colonial economies for a very long duration
of tine. The economic and social structure was devoid of any internal
organio links rooted in the indigenous technologioal base. The ocon-
oentration of industrial menufacturing sector in the metropolitan
ocountriee had 1ed to the acowmulation of capital at home, while the
colonial territories had become the vast reservoirs of cheap labour

and supply of raw materials. Most of the technological development
during the twentieth century, that literally revolutionised the in-
dustrial modes of production and patterns of supply and demand in the
western world, had the effeot of converting most of the African territories
into a vast hinterland of Europe. The indigenous traditional technioal
prooseses were awept away. They never received a chance of adopting

and adjusting their productive apparatues to the requirements and needs
of their own peoples. The crafts like iron-smeliing and making iron
tools, ootton spinning and weaving, pottery making, basket and mat
weaving, leather tanning and woodwork badly declined. The newly
emerging supply and demand structure struck a deadly blow to several
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euch aotivities. Thus, whatever craft industry or relatively
integrated rural economy tha' existed was allowed to perish.

There was some amount of profitable investment outlets for
metropolitan and mettler capital in the nverseas African colonial
territories whiol enjoyed, whrt han come to be termed in some
quarters as the peripheral - central pusition. Such territories
developes’ their own matellites ir surrounding territories under
the oontrol of the wame colonial pewer. For instance, Tsnsania
and Uranda were viewed by such writers an matellites of Kenva,
serving as markets for industrial production of Kenya when the
three territories were a part of Common Services Organimation, or
Eant African oomrrmnity.8

The presant 1.DCe of Africa were perhapn the worst sufferers
of this system of centre-periphery reletionship. The non-partici~
patory system of administration, services and commercial establishe
ment helped to reinforce the market for consumer goods and export
of rav materials. The new structure, under the colonial systenm,
encouraged the development of a low-level administrative and
commercial strata which occupied mors people than the manufacturing
seoctor. David Phillipe in  his study of *Industrialization in
Tanganiag Small~roale Productiont onta hin finger on this point
when he writes: "One of the characteriatice of an ex-colonial
economy nurh an Tenzania 14 the relatively hish proportion of
Munproductive? service workern in the wave-earnins sector compared
with mmmf‘nc'hmﬁmﬂl'1 In the Wemtern capitaliat aystem, manufacturing
employment prowth precades that 0" an emplnyment rrwth in the service
seators  Tn Tsnzania, on the uther hand, the wervice sector -
fneluding commerce and distributive trade, sovernment, banking,
ports, transport, education and health - accounted for 34 per cent
of the wage emplovment in 1945, and 47 per cent in 1973, The core
resnronding fimures for manufacturing industry were 7.8 per cent
and 14.3 per cent, The nyntem had all the characteristics of external
dependence ~ the centire-periphery relaniionohip - as mentioned ahove,
The least devaloped countrimn are a more anute casme of the mvestem,
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Hence, immediately after indapendence, the African countries
had perhaps a 1ittle alternative bhut to live with the mystem until
they oould develop a more approprinte industrinl strategy. The
findustrial transformation' strategy is the produot of early experi-
mentation with the existing strusture and import=substitution industrial
strategy as advocated Yy tha World Bank reporte in early 1960s on
several African countries iike Kciya, Ugzanda, Nigeria and Tanganyika.

gonoentration of Industryt A cawe of Tansania

~ However, despite the general approvel of the transformation
strategy and intesrated develupment approach, the structure of in-
dustrial output has not undergone any sisnifiocant change tc this
day even in Tansanin which has basn the most outspuken tu aim at

industrial transformation. The traditionsl ?areast of manufacturing

consumer produots like food, drink, tobaccu, garments, textiles,
leather-works, wood products continue to remain dominant large-scale
'm'oduction manufacturing activity. In general the developing structure
of least developed countriec of Africa, almost without exception, has
followed, so far a typical pattern of primary processing and light
industry of importesubstitution variety. Among the LDCs perhaps

only in Tensania has a mild doze of heavy intermediate poods industry
been injeoted which again, with tho exception of glass and cement, is
highly import-dependent with minimal linkages to domestic resources.

In Tensania, however, tha share of public sector parastatale in

.the matter of ratio of total invostiment has impressively grown sinoce

independence and particularly efter the 'Arusha declaration®.

The following teble +hwowr sume 1ight on thiss

Publio Sector Investment “g ﬂg.gn;gg_ﬂ

1964 1968 19712 1913

Public investment 2234 645 1886 201711
Total investment 767 1396 2539 2936
o Sector Share X% 46k Td o8

Sources David Philips, Op. oit., p.17
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FPurtheriore, the Tanzanian case showe that the public sectur has not
helped in redistributins industry. It has tended to concenirate it to
large~scale vpération. 7The gap has further grown between :edium and lar-e
scale industry using relatively advanced technology and to a large extent
imported skills and materials, and the srall!-scale and village industry
which represent the more scattered small-scale procesains and light manu-
facturing enterprises. A mere partnership in the large-scale sector, still
significantly fureign assisted, funded and managed, is not enough, it is
a doubtful solution to transfurmation strategzy. If anythins at the time
of independencs, in 1961, manufacturing industry was comparatively more
widely distributed. PFor instance, Dar-es-Salaam, Coast, and Norogoro to-
gether accounted for around 10 per cent of industrial output then, as
against 65 per cent in 1971, In the rame perivd Tanga's share declined
from 28 per cent to 7.5 per cend, and that of Mwanga from 24 per éent to
7 per cent. On the whole there was hardly any change in the ratio of
manufacturing industry in the urban centres to the rest of the country.
That remained around 9139,

On the whole, it was found that thers had been a relative decline
in the operation of small-scale, lahour-intensive enterprises in Tangzania,
and a consequent increase in the overall capital~intensity of production.
Pundamentally the weakest factor has been the absence of major internal
linkages to domestic raw materials, transport and communication svstems
which continue t¢ be high-cost export-import oriented, rather than
stressing an inward looking inexpensive syster based on local demand and
local needs.

The result of the above structurs has a tendency to further consu-

. lidate the development of urban enclaves, import-oriented consumer narkets

and maintenanca equipment for large-scale industriee. This has tc be
paid for in export-oriented raw materisls. Thin Structure evolves logi-
cally and directly frem the pre-colonial srsmtem, Perhaps a relatively
larme 1DC like Tenzania could afford to exmerirment with the Pwevamamu~
Themae model of tbasic eapital and intermedinte moodg?! as an induetrial
transformation strategy,m it in however nigshly doubtful if this model
will suit any other LD of Africa. It m=y not even guit some of the
relativel more industrially advanced but samall rountries of sub=gaharan

Africa, unless they join hands and ferm lar-er unite, like former




East African Community or forre some form of customs union or
trading zone. Even then the model will have to prove its suocess
before it could be accepted as an adequate alternative path in
the transformation stratesy for a situation as it pertains to
most of the sub-saharan African courtries and less sv to the Least

Developed Countries of Africa.

Iatmlt!d Dcvelo gm__ent Model

The least developed couniries of Africa find the intesrated
development model of *t{raneformation! as more practiocable and

'lppliocble to their present requirements. This model dves not

attach importance to ?acale! or 'technology' bias, It underlines
the need for decentralization of industry incorporating labour-
intensive small~scale production adopting appropriate tachnology,
as might be found relevant in the light of the requirements of
the particular industry. As mentioned earlier, ii does not under-
estimate the significance of large and medium-scale industry but
it indiocates higher social returns by properly linking the small-
soale and village industrvy with urhan based large~scale factory
production, putting emphasins on appropriate production techniques,
enocouragement of traditionsl artisan and other technologioal
ekills and minimal utilisation of locally available materials

and inputs-avoiding heavy capital expenditure.

Even in Tansania, the policy as outlined in Arusha declaration,
snd second development plan which calls for the development of public
oontrol and owmership of means of produoction at state and loocal
level, attaches importance to methods of decentralisation and
rural development to realize the policy goals. The Arusha declara~
tion specifically advooated reduction in dependence on monetary
capital. In 1973 a special party directive on small-soale industiries
was put out. It called for a techmologioal revolution in the rural
areas based on control of industry by people using existing skills
and materials, and avoiding heavy capital expenditure.
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Thus, irrespective of ideolopical orientations of certain LDCs
of Africa, the ttransformation! strategy in one way or ancther with
its components of 'decentralisation! and *intesrated' industrial
development generally suita most of the LDCs of Africa at their
present stage of development,

The prlicy goals regarding strategy thus beins clear, we may
now have a look at the institutivnul set up to realize the objectives.

Degentralization of Multifunctiona! Ingtitutions

For any successful implementation of an industirial development
programme, it is important to have an adequate administrative machinery
as also an effective service institution. 1In the advanced countries
their adequacy is taken for granted and in Western countries, industry
itmelf takes care of a substantial part of it., 1In the developing
countries, which have inherited an under-developed econumic structure,
it has now generally becume a funotion of the guvernments to provide
at least wsome basic institutional set up to implement their develop-
ment policy goals. Some governmente gn to the length of providing
almost the whole zamut of this structure, the need for which is felt
to be one of the most critical factors in the develooment processes,
The least developed countries of Africa generally fall in this category
where there was almort total neglect of the industrial mector in the
pre~independence pericd.

The adminisirative and other inctituticnal machinery for industrial
development may consint of povernme 1t departments dir~etly concerned
with industry, other povernment departmenis and bodies whose functions
are related to indusirial development and vara-statal ormanizations
who provide servires and promote industrinl activity. A study of
industrial promoticn and service institutions must tzke intc account
their orfanizational etmicture, staffine, funetional effieiency,
operative atratesy and their inteeration into the cverall adminiatrative
machinerr, The mechenism thun ecomposerd, takee for ite strartin~ point

the orjectives of industrial policy.

The prorotinn of incuntrr and encourasement +f indiwen us enter=

prime in the learst Developed Countrien of Africa wovlA remuire ever:



-}

kind of industrial servioce (orodit, technion) apmsistance, marketing
facility, information media, remearch guidance, testing machinery,
quality contrel etc.). In the programme of amall-scale and rural
industrialization, small enterprices have iritially to be provided

with some kind of centralized technical and onpgineering services,
research and testing fanility at a1 centralized place in the vicinity
of such enter.rises. Many enterprise:. of ithis size are newly established
in these countries, They have yet to acquire substantial experienne

in handling production problems. Oftien thers are just a fow small
enterprises in a particular industry mo that vpportunities are limited
for an interchange of knowledge through industrial associations or
through tho movement of personnel from one enterprise to another. Again
sometimos the mobility is restricted due to iack of information or
local jemlousies,

It has tu be recogniszed that in the LDCa of Africas, the provision
of industrial services of almost every kind ie a met for a succeesful
industrial programme to make an impact in the countryside. Furthermore,
the exparience suggests, that to achisve harmoniocus relatione, it
would be better to group as meny services as possible within a central
multifunctionel institution. Such an srrangement providee a suitable
struotural organisetion with a managing director to ensure operational
efficienoy by propsr coordination hetween different services. Indumtrial
development demands pomitive succems., It is, therofure, important to
give overall responsibility to one man who might as well have a free
hand *to plan, to build, tc stimulste", He muet be invested with
responsibility for action. It is not sugrested that he will have no
check on him whatsoever. Rathar the Board of Dirsctors and the Ministry
of Indumtry, under which thie kiné of an inatitution would work, would
oonstantly act as watohduge, but ke should have muffiocient discretionary
powers to undertake & new programme if he finds it worth experimenting.
Too much of caution cannot be a watohword of an industrial executive.

While the provieion of most of the industrial services under the
roof of one institution may be a ugeful proposition, there are certain
servioes, whome functions are repulatory rather than promotional.
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Such services cannot be combined with those whoge functions are pro-
motional. Axain certain services like infrastruciural facilities -
roads, railways, communication linkage, provision of water and electricity,
cannot b2 combined with purely industrial services as mentioned above.
Moreover, tha services lilre credit facility is better left tc a separate
agency as it is a highly specialized field which justifies a saparate
institutional establishment.

Howevir, the miltifunctional i1nstitutions are the¢ major vehicles
to implement the policy moals. Therafore, to realize decentralized
and integrated industrial utructure as an instrument «f *transforma=
tiont astrategy for most of the leant daveloped countries ¢f Africa,
it 18 equally important to miitably levelop, adopt and adjust the funo=
tioning of multifunctional institutions to meet the required needs,

It ir found that the present workings of such institutionr hae not been
always helpful in oreating a wider decentrslized baase for the industry,
What is called for, thaerefore, ir the need for decentralizins the activie-
ties of those multifunctional institutions which are directly relevant
for promotion of small and rural industries and the encourarement of

indipencus entervrire and indisenous traditional technolosy,

Since industry is ihe client uf industriel services, it is clear
that the services must make an effort to take their assistance to
individual firms, rather than wait for the firms tc come to them,
especially in the case of the smell industrial uniis in the countryside.
For this reason a measure of decentralization of institutions providing
such services is not onlv advisable but rather a necessary condition
40 enoourage and invigorate small and rural industrialization programmes.
It is very imporiant to estahlish .. relationship of « nfidence hetween
the service institution and client industry. Practical demonstration of
the quality of work done by a service will determine the reaction nf
its clientes and the reputation of the service.

RfYective service to industry recuires a direot contact between
the industrial service and indusmtrial enterprise. Since small industry
in any country is likely to he situated in a number of different places,
being widel’ spread out, it is important to take the needful nteps
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to provide mervioes to them, Hometimag ih mav be workahla to meke
intermediate arrsnrementin by providing snine nervices centrally and

some by visits to the field. Ti mav nut be a good apnroach to always
expect the small enireproncurs io visii the caniral office. 'That may

on one hand make tha officers hureaunratic-minded, devuid of the servicre
spirit, and on the other hand thay do not learn gufficiently the realities
of individual p.obleme in incgustry. Mc ‘@ovap, the amall ‘ndustrialiste
may not feel sulficiently wicourared tu seek the neadtul servicea,
Wangwe in his unpublished study of *Decentralisation and Knral Industris-—
limation?, shows now in Uaya ward (kilosa) in Tanpania a cooperative
enterprise of 19 pecple, did not receive any neratrtance from a regional
extension service provided by Small Indurtries Development Oreanization
of Tanzania. He further writes that "iechnical advice war yet another
faotor, whioh naver reached various economic activities at rural level.
Such instances are common in mogt of the resgionw, This im a clear in=-
dication that sven in Tangania where inatitutions like SIDO have surely
made eignifioant inrvads in rural areas and fuocussed attention on the
neede of rural industry and simificance uf traditional oraftis and
technology, the decentralization of the ormanisation has not been suffi-
oiently achieved to make an appreciable impaot in several Tansanian
rural areas. We shall throw some more light on Tansganian institutions a
little later,

One of the important steps in the decentralisation scheme would
be to provide, right in the covuntryside, an effective and stironpg ex-
tension pervice. This service reaches the industrial units in the
rural areas at their door ptepe. It helps them amssess the pruspsct
of their indust-—~ial antivit:-, if necessary saslecte u new location for
them, estimatee for them capital requirements and potential market.
It may even muggest to them new product lines, guiding them on chuice of
raw materials and tools and appropriate production techniques and proocesses.
Thie servioce could be a repository of information servicee, market coun=
nlling' and organizing on-the=job courses of training.

A deceniralized network of extenaion service ie thus an urgent
needs of the LDCs. The idea is that unless this network ocould bring
within its fold almost svery kind of rural industrial activity - whioh
in the rural context may imply most of the non-farm specialined
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activities it will nut constitute a complete service. It has to be under-
stood, and ite pgnificance accepted, that small-scale industries and
artisans type workshops or cottage handicrafts are fundamentally important
for the overall industrial devslonment of the country. They constitute
the much needed technclogical base within the country. They rely almust
totally on domestic materials and provide the grass-root framework for
building vertical linkages. Their aciivitiews, therefor:, need every encourage-
ment. It is true that in an LDC all industries, irrespective of @scale of
operation, suffer from several constraints like finance, management skills,
technological information, indusirial training, research and consultancy
services, yet in the cass of small industrial unite in the countrvside
these difficulties nre far more acute., The capital structure of these units
is weak, and the need for techniesl counselline and market information is
highly pressing. Besidem, whereds the larme-ncale factury operation is
quite often in a pesition to manage fur itself certain infrastruciural
facilities like water and eleciric power, a small unit has invariably to
rely on the existins structure. In fart one ¢f the major requirements

of rural industrialigzation proprammes i® the provision of adequate infra-
structure like feeder rcada, cheap tranepert and other communication
facilities, water and cheap power. Presently, rural enterprises cuffer
from the want of meny of these facilities. Moreover, cmall units are
manased and financed by one or at the most a few persuns and, therefore,
they justify epecial supnort.

One of the major constraints of a armall operation is the difficulty
in obtaininr cradit. fThe credit institutiones in the [ DCs are renerallv
not sufficien*ly decentralized to app aciate the oroble - of a rural
industrial enternrice which is not normally in a nosition to satisfy
ririd requirements of mifficient ecllateral for credit facilitv. His
needs conld perhaps he made W intersratine credit with technicsl
acrintance. If there war nn eytenrion aerviece nrovided hr g pural
eredit institution, it cculd, perhans in enoperation with » testnical
extenrion service, rurely do a bhetter joh than » roney=lender whe
charres exorhitant ratec - intereat. Tie need here iz une cf mupervised

oredit an? miidance fur »roner use of it,



Another factor of crucial importance in promoting rural industrial
proprammes is to identify muitable pruduct lines fur small-snale operation
and prepare a nurber of project profilen, With decentralized industri»l
services, this joh could surely be hetter done. The decentralized in-
stitutional arrangements would provide abuilt—-in feeder mechanism whereby
the extension service could constantly keep the centiral office fad with
the nature and notential of availrbls traiitiunal technolr sy, 1% needn
and problems. This wonld !-1p the centrni design, technical and research
offices, to bmar in mind the nature of entreprensural capability of rural
pide, and the production processes to which they could respohd and adjust
comparatively more eamily, while thay prepare pruject profiles for rural
industrialization proprammes.

The decentralisation of the miltifunctional institutions is thue
justified on the proundo of deepsr impact it would mske on the rural and
small-scale indumtrializaticn programne. By decentralising its services
right into the interior of nountryside, the industrial development of
the country gains in depth and evolves a self-reliant mode of advance-
ment. It beacomem more than a device of organizational atructure, it
heoomes a mental attituds, and a working soal. However, thers are
certain mervices which cannot be decentralized in this senes. PFor
instance services like industrial ressarch, higher technical and
engineerings educatiovh, testing 1aboratories and vrotection of industrial
proparty have to he provided on centralized bases by the very nature of
their mervices and minimum eoonumic scale for their optimal operation.

Each industrial service deavelops itm own way of reconoiling the
desirability of ecentralisation and the reasons against i ., In a
small country initially the difficulty is not great. Since the industry
is small in mige, the service ocsntres oould be located in the vioinity.
In a large country where industrial activity is concentrated in a par-
ficular geographical ares, the entire service, or at leaet a regional
office of it, may have to be loosted in that area. As industrialisation-
expande in sise, volume and geogrephical coverage, further decentralisation
of the service becomes a logical outcome, IT it im not done, for a variety
of reasons, the integrated industrial development suffers a set-back,
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Institutional Decentralizations A Case of Tanzania

Among the least developed countries of Africa, Torzania has perhaps
gshown more concern for small and village industry and astablished a scvund
institutional infrastructure tv achieve thea objective. Tanzania's tweniy-
year industrial development plan, beginning with ine third five year plan,
covering 1276=-1981 veriod, aims at restructuring the industrial sector by
increasing domestic linkoges in urder to achieve a greater degree of econumic

self-guffic enocy.

The principal objective of any special programme for the development
of a. small-scale sector is to mobilize resources which would otherwise
te wasted. On the other hand, the ugs of local rescurces could bring about
technological development in the rural areas. It creaates the material base
for reviving the rural arts and orafta and an orcanic link for assimilating
and adopting foreign technology.

A large-scale advanced technulogy programme 15 unlikely to mobilise

the material skills locally availahle in the LDCg of Africa. Left to

private enterprise and 'foreign enclave! seciors, it may benefit dispro-
portionately a tiny segment of indigencus population to the exclusion of

the rest of the population who get just the crumbs of the leftover. Nor

is it likely to make a significant impact on the traditional sector whioh
oontinues to stagnate and rot. The gap between the rural - urban sectors
instead of narrowing, widens. The distribution of income is badly dietorted.

The more balanced distribution of income may in fact help the develop-
ment process even in the underdeveloped ocountries. In any case it is not
likely %o stifle the production processes. The I.L.0. consultancy million'
in its report pertaining to "Alleviating Poverty and Mesting Basic Human
Needs in Kenya" strerses that: "satinfyins the basic needs of the veople
is & sinequanon for the success of a growth strategy. This #rategy in turn
oontributes to a pattern of growth which at ¢ne and the same time generates
adequate productive employment and other income earning opportunities for
the poor and results in massive expansion of basic poods and services
demanded by them." 2

It was soon after independence that the Tansanian Government stressed
the significance of emall-scale enterprise as a mode of production whioch
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would help in balanced regional development and reduce rural-urban
inequalities, because of its greater feamibility Adue to aimple technology.
In fact at the village level there ic a little choice. Given the capital
oonstraint the cheice really irf hetween umall and cotiage industry or no
jndustry at all. Fresident Nyerere reminded hir pecnle thuss Al thourrh
mass production is the hest and cheapest way of meeting the neads uf our

_peopls for certain types of goods, there arn meny other where the needs

can ha hest me’ hy labour-intennive, s-1ll-rcale industr- s and craft
workshops. Tt in vita: c¢hat we nnould inorense our effort in this matter,
for sinh activities have the further mdvaniase that they require very
1ittle capital investment, and they can he carried on in villagen anr
amall towns of our ecountry, thus improving the quality and variety of
11fe in the rural area." The party orpear of the rovernment, TANU ntressed
the need for an institution whieh would nnncerﬁ itnalf with the develop-
ment of nmall indumtries in the countrien., In ite directive on amall-
noale inductries it even mpecifiad its fineotions, Tt maintaineds

*Mhin inestitution shculd not own or run any industries. Rather, its

role shoiuld he to vender various services."

Fven otherwinse, small leant devaloned covmiries of Africa can not
afford the lumury of larre-scale factory production on their own, FPor
one reason it is highly oerpital intensive and for another it cannut
employ more ithan a amall minority of the potential induntrial joh reekers
at the rate of investment nmsvciated with aneh venturas in terms of
their reguirements of par worker inveatment. 'The amall LDCA of Afrier
are clearly unable to generate the surplnn to finance these huge invest-—
ments and to ormanize the required supporting infrastricture, and skill
development, programme for such discon®nuonr leaps in te-hnolomy which
would in effenct mean a feaw larre-scale nlants operating at great oovst
to society if they are t. bhe financed internally. Anm a remilt of that
much of ihe capital for such highly capital=intensive industiries is
either horrowed or it aomes in ns private invesiment from ontaide,

The *foreisn enclave! could thus set entrenched into the astructure.
Fven if such industries are get up in the puhlic sector, the danger
remains that its linkages are not internal. Rather, these are located
with the eronomies outside from where the rapital and technulopy im
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borruwed, unlesa the tecnnolosy imported is of *intermediate variety!
within the srasn of the lucal enterprise to adopt, absord and recreate

it within the countrv over a snort run.

#hen Tanzania decided to encourage and promote amall industry and
handicrafts, it wae made clear that ihe criterien would not be the financial
r&ke of return, althourh financial viability was nct totallv ionored.

In a paper "The Promotion of fraft :nd Rural Industry 'n Tanzania",

Ian Livingstone writesy "Uh: rate o, expansion of the nanufacturing

gsector will he limited by the rate at which the asrrepate of the country's
develonment pro joots oreate surplus available for reinvestment."”
Moreover, given the constraint of available funds for investinent, the
finance available tc permit rapid expanaion of the amall industry orogramme
may depend on its own success in creatins surpluses. It mav alsc he

noted that "a negative return over any length Of time will gradually reduce
and eventuallv end enthusiasw for the project amonsm those influential in
allocating i’umds.."14

Among the socinl return criierion for small industry, it is justified
a8 a means of emplcyment creatinn - a pessibte solution to employment
orisis experienced by several LNCs of Africa. Tt may further be pointed
out that small industry produces a high pruportion of consumer poods.

It inwlves simple technical prucesses rendering it flexible and easier
to be located near the consumere, Tanzania aims at mekins such activities
as part and parcel of overall district development procprammes. But, it
would like to see that the activities of small units are complementary

t0 national industries "to which they will provide and from which they
receive inputs".

To stimulate development in all districts, the Tanzanian government
establiehed District Development Corporations. They were expected to
initiate, encourage and establish small industiries within their distriocts.
The Ministry of industries, in conjunction with the Prime Ministers office,
sncourages the development of small industries by conducting feasibility
studies, arranging their financing and seeking markets for their produsts,

As regards villase industries, the villages, under Ujamaa Village Act
of 1975, are empowered to initiate and establish industries as one of
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their most important economic activitiea. The other promotors at the
village level are private entrepreneurs and cooperatives. The Small
Industries Develupment Organization assists them 'y way of feasibility
studies, oconetruoting industrial buildinge, and facilitatings loans for
machinery and equipnent and technical training. The objective of en-
ocouraging Arts and Handiorafts of Tanzania is to use modern t‘oohniques
and equipmen’ where the nation has a special advantage.

It is generally alleged that an African is comparatively more prone
to a leisure preference. However, Livingsione's oase study uof the Kisarawe
Industrial Estate giver different results. It was found by him that there
was a very atrong demonstration effect on the supply of effort apparently
resulting from working in proximity. Tenants were asked how many hours
they normally put in during the week. The results showed that no one put
in less than 45 hours a week; @0 per cent put in 65 hours or more, and
11 per cent worked for 75 hours a week our mores "“These effects of an
independent small-level workshop system" Livingstone rightly points out,
"gould be regarded as an advantape compared tc a factory system where the
workers would not normally put in an hour more than what is required
under factory legsimlation,” 15 1t shows that the demonstration effect on
the supply of effort by ithe wurkshop vperator of the working achedule of
his neighbour next door, is found to be verr healthy when a cluster of
workshops or mheds are provided imder one roof of an industrial estate.
Moreover, the use of common fasilities pruvided on the estate is shared

hy all the work~hops, a healthy tendency for menerating rooperative rpirit.

Reverting hack to Tansmania'n inntitutional struecture for amnll induatry,
it may he men.ioned that the main ins.rument for the premotion and servied ne
of amall and rurel industrialigation is STNO - the Smrll Industrien Develop-
mant Orpanization. Tt wan esteblighed in 1971 under the fat of Parliament,
and war lnrpely patterned on the Indinn 1oda)l of the Smnll=-geale Tndnstrial
Development Ormanization = folluwine the nuw well-=known War jappa “aport of
the arme yeab. Tt replnced the former Nntional Small Tndnstiries Development
torporation. Tt works dirently under the Ministry of Indnstriea, and "in
responsible for planning, ecoordinatine, promotine and offerins almont
avery form of narvice and tanhnical ~rairtance to small-rcale industry on
A national level." The chairman of itn Hoard of Direators is nrasently

the Junior Minigter for Industrien. That ana'len it to maintain a direet
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liaieon with the Ninistry. Amons its various functions is included an
adviscry function to the nlannine cominission in respect of appropriate

long~term indugirisl stratesy for Tanzania.

During its functioning for the last five years it has sisnificantly
decentralized its activities. Its ormanisational chart is appended
(Appendix 1). From the chart it will he seen that at the regional level
SID0 worke through twenty (20) resional extensiun services, eacoh under
the charge of a Small Industries Promotion Officer (SIPO). The SIPO,
at the resional level, is assisted hv a tean of a Technical Officer

and an Eombmi gt.

As regards the definition of a~all-scale industry, SIDO, following
the governmental guide~line, puts it as "anv unit whose conirol is within
the capacity of our people individuallv or collectively in terms of
capital required and know-how", Handicrafts are covered under this de-
finition. But, it del)iberately avoids the use of internationally recog-
n{nod criteria such as the size of capital or the number of emplovees.

Among the services provided by SII0 are industrial plafming by way
of formulating and coordinating small indusiry plans nationally, industrial
consultancy by way of assisting in the identification as well as loocation
of small indusiries, industirisl puidance by providing information service
on various industries for the benefit of potential entrepreneurs and
other promotion agencies, technical services by providing technical and
extension service to provide on~the-spot technical guidance to small
industrial units and traininz by wey of conducting ‘raining schemes in
small trades like sheet metal work, woodwork, blacksmithy, bamboo oraft
and hand-loom weaving, training-cum-production, i.e. on-the-jcb training
to oreate training and industrial extension nuclei and produce at the
sane time goods for local consumption; marketing services 1o enable small
industries to sell their products at reasonable prices and exposing them
to modern marketing techniques as well as sgelling their surplus goods
in other regions or even in oversear markets through the National Arts
of Tanzania.

One other major precccupation of SID0 has been to develop relevant
technology suitable for applioation in rural industrialisation projeots
and schemes. Such technologv has to be based on the use of natural
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resouroes and materials available in Tanzania, to produce the goods

to meet the effective local demand, and may be to develop exports too,
SII0 does this by attempting to find methuds of improving upon existing
technology, and the use of labour-intensive teohniques by encouragine
its own technical staff to develop prototypes which could be used for
production purposes. 1In this reepsct SITO luoates the oountries and
inetitutione from which it borrows technical know=how of relevance to
Tansanian neecs. 1o demonetrate the fficiency of the SIDO develouped
production prucess, 'model projsots' are organised - for instance
vpen-pan sugar production, cement, hand-made papar,' village oil extraction,
etce Afier its sucoeesful demonstration, the projest could be passed on
to the looal authorities for implementation. That way by developing a
large number of produot profiles, SID0O identifies product for a.doption
under small and rural industry programmes.

Again, to enable small industrislists to purchase machinory'md
equipment, SIDO has introduced hire-purchase system, Instead of giving
bash loane, oredit ie advanoed to small unite on hire-purchase arrange~
ments. It further helps small industry in selling their producte 4o
governmeni departmenie, sgenoies and parastatals.who constitute the
single largest buyer of industrial products in Tansania.

\] isation of SIDO vices

In eswence SITO acts as a oatalyst in promoting small and village
industry. On the whole, SIDO hae done well tu extend ite servicee into
the interior and fooue attantion on the significance of small-socale
and rural industrialisation, by demunrirating several new cheap pro-
duction processes of direct relevance to the Tanszanian needs. But,
it has not as yet penetrated suffloiently deep into the rural areas.

80 far it has decentralised its organizational structure up to regional

level. Not only its regi: na) mervioces need to be strengthened by

more technical and extension staff, but simultaneously there is a
itrong case for its further decentralisation right up to village level,
Tha studies 1ike the one nonducted by Wangwe, mentioned above, amply
indicate that itn extension services have much neope fbr improvement,
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Two reasons are cited 7or thri: (1) The distance between the SITO

regional offives and eclients chop/nhaﬂ aometimes make it difficult

for the extanmion service to do justice ‘o “he entire ares under the

jurisdiction of the vegional oifice, (2) Tnwufficiency of extension

service mtaff.'C SITO will, pcrhaps do well tn serionnly look into '
the quention of further dacentralizing ita technical and training

services hy conniderably etrenmthsninn ita axienmonr nervices hoth

in the ma.ter of guality of servi ss rendered enf ti.2 coverage of

induatria) unitn. Perheps it conld extend ite nfficen to district

level and a few offices could he cetahlished in mndel villagen.

Another anpect of SIN0 antivitios which dezerves attention in
the development of g anund nvetem of mib-eoniractinge for the purchase
of the produectn of smill=ncnle and vilimre indnstries bv government
departmentn and parastatails, At present it seome to ha prorly or-
ranizod and many a time the individualn manipulate to rell products
directly tu povarnment departmentin, while the producta of other
amall unita remain uneold. The markeling and information services

of 8IM alru nead to he considarahlv strensthened,

The sub=rcontracrtine arrensammnte 11 the enhere of production
of spare=narts and =ome smal) parts reemired by large industrial
sonecerna alao need attnaniion, There chould he considerable scope
to develop ancillary nrall indugtirial unita in the vicinity of a

larpa=goale manufrriurine factory loealed in some interior township.

There in, thus, 2 vast acope of improverent in the effieciency
of mitifunctional inntitutiors like SIT) by rdecentralizing their nervices
tuv nee that thev do rot stop al the urben teval hut rather atreteh
suffictentiy in' "L . wutiynide Lo ronder Jffective nervice to villase
and cottage induntrin) unitn, Dimilarly, the nervices nrovided in
the industrial entatcn = whooo meerase hant nore or laas come to he
reovenigsed - conld ha profitably extendnd to District level hy nettinge
up a rluster of workabopn in every district providing centralised

earvioes for their rurrounding village indusirinl unita,

If SI™ is found to bz mrdened with more jobs thah it can efficiently
manare, Tansmania mav perhapn like to examine the pusnibility of eatablishing
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a senar~te orranization at national level to he exclumivelv cuncerned
with villare and cottame industries, sn creanization similar 1n scops As
\ ]

the vne in India, nomeiv Khadi snd Village Indusiries Commission.

T.ReDsB. and R.D.7,

Two other Tanzanian iintitutions concerned with th:e promotion of
rural ~nd villare indiustries aret (1) Tanzania Pural Develunment Rank;
and (?) Rerional Development Fund, However, unlike STT0 in their case
only one of their functions is related to nrromotion of nmall and vil' nce
industry. T.P.D.B, is a finaneial inrtitution whieh in expented to
devote part of its resources to arriculturalivebased rural industry and
at the same time hecome an effective centre fur advieing and assicting
in rural project identification and oremarati n. At the rerional level,
like 3IT0, TKDR also has resicnal offices with a “erional loan fumn tiee
whioh is responeible for considerin~ loans applications, within limitse
fixed by the Board, and advisincg the Board of other loan applicaticns
and rural credit projsets., So far the loans exiended by the vank to
rural and village industrv has been a very smal! percentare of its total
loans ac can he seen from the table siven as appendix ?. It is found
that during the yvear 1976-77, small-scale industrv received only 2 percent
of its total loan disbursement. However, iin s:.are showed a six-fuld .
rise - from 0.48 percent to 3.1 percent ~ between 1)71=~72 and 137C=77,
thus indicating a healthy irend over the vears. Of course, its activities
also need a further dose of decentralization and alsv more consideration
for small industry loan schemes.

The Regional Development Fund alsv grants some attention to anall

: induetry needs, mainly those which it finds have not received the attention

of other hodies. In this respect it more ur less extends loans to small
industry as a stop gap arrangement till the attention of appropriate in-
stitutions like SIDO or TRDB is drown to the financial needs of that
specific industrial unit. Its funds are hirhly limited and cannot be
stretched much in favour of small industrial activity in the remion,
although there is scope for further decentralization of its activities.
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Vertical and Horigontal Linkages

If the deceniralization of services of the multifunotionals is
acoepted as an operational strategy to promote emall and village
industry, it is important to build up a kind of inter and inira-linkages
between and within organirations concerned with industrial promstion.
Such linkages are necessary not only between those institutions whioch
are meant lor promotion of small a: 4 village industriss. Wor industrial
transformation strategy, it is equally important to forge proper re-
lations between instutions concerned with large~scale manufacturing in-
dustry, and the ones involved in the promotion of small-scale industry.

Large firms are very often the customers of small units. They
find it profitable to leave nertain operations to amall units as they
0 not always find them amenable to the economies of larpe~-ncale *
operation. A system of subcontracting develops betwaen the two-wings
of the indusiry. In an open market economy of an induntrialiged oountry
the oystem develops its own mervice to forme the requisite link between
the two. In emall I.DCs of Africa, however, this function could be
efficiently attended to by providing an appropriate link between the
institutions concerned with iarge and small industry. Such linkages
will alev ensure that the relationship between large~scale, amall-soale
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and rural cottase level artisan modes of production in one of comple-
mentarity. Thie is what we would call vertical linkages, i.e., linking
vertiocally different sectors of industrial activity diatinguished hy
their economic scale of operation.

There in vet the need for annther kind of intra=organisaticnal
vertical linkare. In a decentralisad organizational atruature of in-
dustrial development there can be perhaps nothing more harmful to
the cause of rural industrinlisntion than the diarersard of well inte-
mrated varticnl linkare al1 along the decentralized lina of aservices,
with n view 1o realize intepration intn nverall adminintrative mechine,
Sinne under the crheme of decentralization the activitien of indurtrinal
ssrvices are nprend over much hroader canvans and certain amount of
decision makine o vented in tha decentirslized orpann, it becomns
a1l the nore nrsont for the central office to forme an intra-oreanie
uatihnn.l. linknpe syntem:  (a) to keep abrensi of what in moingr on at
the Nerional, Diatrict anA Vi1Yape=tnvel officer and evtens: on servicen,
and (b) to nee that tha funde placed ai Lhe dispoaal of the decentralized

nervices are put i1 une, for which they were budrated for, and that no
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leaks and oreaks were develupine for wroneful flow of the funds.

The trouhle with the decentralized syectem is that the evils
that plague the svatem could prove to he cancervus for the whole - :
organism, since under ithis system each part of the whole functions
as a miniature nrganic whole. The deceniralized rervices, therefure, .
have t» he linked to the narent hody o a rdelicatelv balanced svstem

of vertical linkages.

let us now take the case of inrigontal linkanmes. vn,uite often
some multi-functional institutions have some overlanpine funetions.
For example let us take an example of ireining nrograrmes for industiries.
Oenerallv speaking, even small least drveluped ccuntries have national
trainin~ institutions, either as a vart of their university education
system or operating an independent bodias under the liinistry of Education.
They have their headruarters, or campures, in the nanital ecities or some
big towns. These institutions sometimes, throush their decentralized.
gystem, operate training programmes down to the villare-level poly-
tnchnica. The training could, h .wever, alco be a funoticn of a Mmlti-
functional institution which offers a package of services to promote
amall and rural enterprises. While in the industirialized couniries
and aleo in quite a few other developing countries, several such
{inatitutions work simultaneously, in the Least Develoved Countries where
the institutional set-up has primarily become a function of the govern-
ment, it may be useful, because of tudgetary constraints, to aveid over-
lapping functions in such institutions through a system of linkages.
For inetanoce, the village polytechnics could be asked to specialise
in centraliseu training, while the tr.ining programme of a multie
funotional ocould specialize as an extension service for on-the-spot job
training =~ such as the production-oum—training cenires of SIIO in
Tensanis. Similarly, short and long-term courses could be yet another
method of avoiding duplication in the rendering of training service.

This sort of duplication and overlapping in services is not an
unusual feature. Rather it is commonplace in developing ocountries.
For smooth funotioning and avoiding duplication of cost-inputs in the
servioce provided by two different institutions, it is again necessary
4o arrange for proper linkages established between such institutions.
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The question arises what could or should be the nature of such
horigontal linkames. It can takes a variety of forms. In sume cases
by mere correapondence at relevant levéls, between the executive
officers of the respective inetitutions, the prodlem of overlapping
functions could be sorted out. In nther cames, the linkage could
be provided in the pro ject machinery of a given development programme.
For instance, the project manager could achieve his objective by inviting
to a meeting tahble the concerned o.ficers of all the agencies whioch
would be required to pruvide vne or the cthar service connected with
the successful implementation of the project.

But, in sume cases a permanent usiruotural linkage may be neceseary
between two or more sister inatitutions and government departments,
may be at national level or resional level or at both levels. This
is with a view to necuring efficient execution of an industrial scheme.
Let us take an example of oredit facilit’ for rural industrial programmes.
In the light of geveral such programmes in the baockyard of a small-scale
industrial development multifunotional, it would be useful to have on
its management committee, or esay Board of Directors, a member of the
management committiee of the Bank specially dealing with rural credit,
This kind of management-level link is one of the features through
wh!sh iorigontal cooperation and coordination im secured. Even when
& new project is etill being hatched, the consent of different agencies,
like the Minisetry, the Funding Bank, the Training Institute, the Export
Marketing Agendy and even subconiracting industry or firm, oould be
cbtained and the controversial imsues sorted out, at that early stage
iteelf,

Thie national-level horigontsl linkmpe is particularly important
in the successful and efficient functioning of a muitifunoctional servioe
institution concerned exclusively with the promotion of small and village
industry. The small industry in a developing country, and more mo in
a Least Developed Country, is quite often a viotim of unintended in-
attention. During its cperation the large-scale industrial mector
is in a habit of mucking in more than allocated funds in the develop=
ment budget, because of one or the other contingencies like the presence
of inflationary pressures in the economy or under estimated coet in-puts.
The result of that is that small-scale industry continues to get a lot
of platitudes in theoretical exerciser by academicians, and in the




speeches of political leaders, including Minister of Industry and

his treasury bench colleames, but in the end it rets left over

crumhs, Rural industry is worst hit in this process. To check _
this it would be better if a permanent member of the Board of ’
Directors of the orranizaticn concermine small industry davelopment

is nominated on the manarement beards of the orpanizations deaaline

with large-scale industrv, and vice-versa, no that there in sreanter

appreciation nf one ancther?s prohlems and needs, and the interests

of small industry are safesuarded,

At the re~ional, district and villareelevals, arain, it is
eqinlly impertant to forre a permanent horizontal link hetwesn th’o'
aiministrative local hidies 1ike Rewional/Distriet/Village Develr:pmenf
Direotorates/Councils, the indvrtry itself, Gredit Ranke an?d the de=
centralized Rerional/Motrict/Villase offices «f the Small Tnduntrien
Developrent Orrenizationa, Throurh mach enopdinatin~ bodieas the
chences of sucecens™Ml imnlsmentation o€ indugtrisl nrojects at
different levele - Remional, District or Villare - are cenniderably
improved b gecurins the eonfidence of 2ll the hudies connectaed with
the pro ject at operaticnal level. Tt mives to evervine a senne of
particination in the industrial develonment «f his rerional area.

In the absence of such a2 linkars syotem there could develon a lack

of oommunication hetween different arencies concerned with the
implementation of the nrojieet in one war or the othere ™hni coulAd
mometimes lead to aveidahle migwmdersiandineg and mitual inalousies
which could in turn ™min the prosnect of even a ~oud nroject, ctherwdse
a nerfectly viable pronogition.

There ig yet another reason. Small industrial wits often face
finenoial Aifficulties. Their amnlications for eredit are nany »
tire turned down, either because they are not nroperly prepared or |
ther are not backerd by n viable collateral. Here an important need
is to interrate credit farilities with technic»l asrintance. Tf an
extension agency ¢f the denentrriized small industrv premotional
aroncy has some kind of a horigontal link with the rural develonrment
bank or local commercial bank, it could surelv intervene ¢n behalf
of its viable clients and plead for what iz termed as supervised

oredit, If such an arranmement could work, extensiun staff could even
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be authorized to piva financial assiotance speedily to small units
without their having 1o 7o throwsh a whole rigmarole of procedural
dclqyﬂo

Another horizontal linkage could be develcped batween sister
extension services vparating in different regions and districts. Thie
is with a view to enable them to benefit from sharing each others
experiences and problems. This is an example of an intra~orpanigational
horizontal 1linkage,

Thus, through a mystem of appropriate institutional vertioal
and horisontal linkagsws smooth funciioning of an integrated induatrial
development miratesy could he ensured. In the nbsence of such linkages,
the aystem mav collapmse under the pressure of red tape, confusion and
chaos,

Gonolusion and Reocommendations

To ounolude, the central problem of the IDCe in Afrioca has
been the want of an efficient, internally linked infrastructural system
whioh provides a huilt-in mechaniem for smooth horigzontal and vertioal
mobility of both men and materials. This remained sadly under-developed
in most of the mub=8Salare African countries. The LN0s are the worst hit.
Unless the economy im suitably interlinked internally, no industrial
development through indigencus enterprises can develop substantially.,
IV may continue to remain the funotion of a tforeign enclave'. If the
industrial sectur is nationalimed, dependence on foreign teohnology,
forei/m funds and foreign high~level manpower would not be halted unless
the industrial strategy attacked the rvots of underdevelopment, It is
true there is a variéty of conditions prevalant in the LDCs of Africa,
from large and relatively populous countries like Sudan and Ethiopia,
to very small and sparsely populated countries like Burundi, Rwanda,
Malawi, Botswana, lesotho, Chad, Dahomey and Gambia, Many of them are
land-locked. There cannot be a uniform solution to the problems of
their development,

IV is a good bepinning that all of them are now conscious of
the fact that their astructures are highly underdevelopeds, But the paths
of development may vary depending upon the historical and scoial oomplexi-
ties of different LDCs. But it is important to have a oomprehensive
industrial strategy. In the past, their development plans have talked

about decentralised growth and labour-ir.tensive technologies, but little
was achieved.
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Industrial transformation through an integrated approach,
generally speaking, suits the industrial development requirements of
the most of the least developed countries of Africa. At implementational
level, it is important to provide adequate institutional infrastructure
to ensure fruitful interaction between the organized and presently
wnorganised informal and small industrial sectors. To achieve that
small and rural industrial programmes need a little more forceful
encouragement then in the past. This may not be an entirely justifiable
proposition on the basis of financial and short-term economic returns
where mass scale production techniques of a large-scale factory
operstion are sure to beat them. But the justification of integrated
development approach lies in its long-term impact of building-up in-
senal structures for industrial development by acting as an instrument
of interaction between local technology and relevant foreign technology.
This is besides their importance in meating with the immediate urgent
requirements of the LDCs, like the employment crisis, use of local
rav materials and meeting the basic needs of the rural population,
The utility of decentralized industrial programme further lies in
more balanced regional and rural-urban development.

. Most of the LNCs of Africa have Yy now asstablished some kind of
institusional infrastructure to help in ths development of small and
rural industry and work for decentralized industrial structure. In
some oases their working, to date, has made appreciable impact and
refocussed attention on the sirnificance of small and rural industrial
development programme. Por instance, the Tanzanian case shows mame
remarkable work done in this direction by the multi«functional insti-
tutions like Srall Industrial Development Ormanization (SIDO).

SID0 is a multi-functional which ;Srovid.en almost every aspect
of service onnnected with small and village industries, inoluding the
development cf project profiles of ruitable small indurtries, pilot
pre jects to demonstrate the success of certain relevant technical
procensen develnned in its ln‘anfn.torian, and the sstablichment of
tindustrial estates'. Yet it is found that urban conrentration of
induetry has not declined, Or the o~ther hand, while SID0 hae de=
centralized it» mervices tiwrou~h ithe eriahlishment of twenty resional
offices, itsc extension service has nut sufficientlv penetrated the
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interinr rurel areas, T servicen, therafore, need to be further

deaentrnlized rnd strensthened Lo achieve the molicr menls,

Frcm the Panzanian enge it nould he maid that there ia n cape
for linkine up the mweraumen of dacentevalization of industry and
rurel industrial develomment with the rdecentralization of multi-
functional institutions like UIDO :nd TRO¥, vet nnuther Taonganian
miltitunetiona inatitution cencerned with the whele ranre of rural
developmer! programme whiech provic s {inancial anrvi-an, The other
lenat deveioned rounimen of Africa can learn from the Tenzanian
experience. Tanzanin in ita tweniy year long-term industrinl atretegy
basinnine with itn thive five year development nlan (1976~1981), is

1avine strana on the development «f' basic interrcdiate mood industry,

While Tanzanin as a larre I could nerhapn axporiment with this
strategy in n hope that market for avch moodn eould he found not only
within the hurderr of e¥yn-nidin~ Tanzanian market, but almso in neich-
houring African ecuntrien with whict it would like to forpe nome kind
of trading rone arroneement, thir sort «f siratesy in not likely to
suit most other LDCe of Africa. The uwther LDCs weuld do well to
mirsue interrated industrial development ahratesv an a mudus operandi
for their *mogiv~econumic transformationt poaln, Tiven Tanzania has
not yet diluted its gmall industiry propramme. Tt views it important
for the development of internal struetural linkmsras, a vital factor in
any scheme of structural breakthrough. A further decentralization of
SIT0s8 mervices is on cardn. It has further liberalized ita earlier
oumparatively ripid pnlicy with rerard tc the operation of private
enterprise in the davelopment of emall and rural-criented industry,
Tt 18 a1 indication of ite willinprass to comhine prr-matic and ideo-
lomrical approaches tu ‘Lo Jevelopment programmes. The 1.DCe, as mentioned
befure, may follow different paths of devalopment depending upon their
respective sooin~economic backgrounds and specific development needs.
But, some amount of experimentation in their duvelupreni prugrammes
would ba unavoidable, The need for decentralisation of their milti-
funtional institutinonm with a view to make their functioning more
effective in the rural oriented industrial development prosrammes is
widely felt by almst all the leant developed ocountries of Africa, and
many other developing countries in general.




The decentralization of services of the multifuncticnals must,
in turn, be accompanied by appropriate horizontal and vertical linkages
to achieve the objective of inteprated iastitutional set up for industrial "
development. By veriical linkages is meant to establish purposeful
and fruitful relationship between larpe-scale, small~scale and rurale—
level modes of production to stress the slement of cumplementarity in
their functioning. It would also impl intra~organizaticnal linkage
in a decentralized multifunctional institution with a view to realisze
integration into overall administrative machine.

The horizontal linkages are established between institutions whioh
might have sume ovverlapping ﬁmctions. Another example of & horisontal
linkage in some sort of ccordinating arranrementi between administrative
organe on the one hand and service institutions on the other at all
levels - national, regional, distriot and village. This would greatly
help in the successful implementation of industrial projects at different
levele, and is vitally important for rural industrialisation programmes
in the LDCs. Yet another useful horizontal linkage is intra-institutional
linke between sister extension services of a multifunctional with a view
to benefit from each others experiences. Thus, the working of appropriste
vertioal and horisontal linkagee could ensure smooth and efficient
functioning of an integrated industrial development programme of the
least Developed Countries in Afrioca.

Pinally, how could U.N. agencies like UNIDN, UNIP and UNESOO be
helpful in achieving the objectives of securing decentralization of
multi-functionals,

The two major lacunas in the efficient funotionins of the
multifunctional institutions have been the funds and manpower. PFor
& programme relating to decentralisation and strengthening of the ex-
tension services of the multifunotionals concerned with rural industria=
lieation programmes, the LDCs are bound to need more staff of relevant
qualifications and experience, as well as equipment for extending the
tindustrial estate! programmes and the oreation of *workshop clusterst
in rural areas. The UNIDO could surely help them out with grants or
loane tc implement such programmes. It could also help in identifying :
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the countries from where the relevant technical personnel snd equipment
oould be obtained, Tansania, for example, found the Small-socale Industries
Organisation in India as a useful model for its needs.

Similarly, the institutional infrastruoture of the Xhadi and
Villnge Industries Commimsion of India may be found as a useful model
by wome other L.LDCs of Africa. UNIDO and UNDP could thus help in the study
of the relevince of small indumtry ¢ zaninsation model . © some relatively
more advanced developing countries for the LD0e of Afrios.

The orpanisations 1ike UMESCO conld perhaps finance a programme
like decentralisation of the ocentralized training institutions for

industry Wy providing exparts like professore and teachers with relevant
experience,

The expert ruidance in the organisation of decentralizatirn
oould he provided by the rlready existing UNIDO/UNDP mervices of
rroviding industrial advisers. TIn the LDCR of Africa whore such advimers
are not yet provided, it will he worthwhile to examine the matter and
strengthen thin very useful mervine,

The Yorld Rank and I.L.0. eonld also help in the mugrames like this,




(0a1S)  (¥321320 MHDILOWO¥L SIIULSATH  TIWS)
(02) SIJNANIS LOISRALXS  TWNOIIIT
! | , | T
S31:adns Lagd ¥ Jed' Pyind v..u_nnsu._. . SRRy LF Hid e ~ SIALIS
22 _ Z3 LALIR LRt : il ki 17 La0 b b 3i¥3:293
WL IVEW ,_ o §3 S P | ST L PPt _ b XTI i _ YNNI
- R | . .
‘ . i i \
i ' ]
SIAYIS SR ~ SR
LISV a0 QY BYESSY
20 WILITMIG ¥2lI3u14a _ 20 Laranie
L o N . ) :
pi - -
H i Y |
VLGN
it 2iN0OISY 7
| IVa38-L04I3210
YIWRVE IALLIVBLSININDY |
SNO1I3¥Ia 30 Qvuoe
od
<~

0G1S) NOLLVSINVINO 1N3J0TIA




[ , ]

%
m - 1161 Sune VI0E 03 9L Ainr 38| TIERISOY Pub Ti0dty (Shwuy e emio|{easg (Siny BjUSZuRL  C8I.R0S
‘Sugpuncs 03 snp sue se{duedasdsig (1)
oiqiBy(fen &
o001 €€-LL 0°001 64°004 0°001 SZ° €02 0°001 29°091 0°00r 95°L01 0°001 &L-LF (1) 130y
73 150 " * * Tt g0 €1 $0 %0 - - sejioqs)y °Q
E N2 g0 S0 €1 Lt Y =t - - v'L Iy0  Asswpey eyeog (e o/
061 EL°4L (s LIS S g1 9L 30 TR - - L et i we oAW1 "9
9'0 05°0 - - * 1’0 o s s s'w 9T $6°0 (3usays| |qe3s3 dou))
: 3uewdo| SARg WiC4 .mw
g0 L9°0 vi v * o €0 %0 8! 6t v €S ) wesors g
£'9  #Z°§ it "t L LSt 68t vof o's 9% B (I ) dsodsuesy |einy €
70 6T°0 o1 ot 0T SO0’y g0 €1 (] (4 gz ol . Assuppey wieg 2
%¥'g9 €6°79 0°gt ¥'8t "ol g vt €€ 698 945 619 088 %o snduy (Suoseeg °|
T e emewe gmowe cuzems o cunoas g

LLI9L6 9L/5L61 SL/sLS w/sLe wus 2w/ \L6) sseny

gg'.ggpesg 01Nad ML NI G0NV SINET 40 NDIANSINLSIE




Foot Notess

1o The report of the 1969 Group of Experts referred to Least 2
Developed Countries as being "at a very early stage of economic and
sociml development." The General Assembly of the United Nations
Organisation vide its Resolution 2768 (xxvi) of 1971 endorsed a list
of 25 "hard Core" least developed countries of the world as supported
by the Committee of Development Planning. Of these 25 countries,

16 are located in Africa, namely: Botswana, Burundi, Chad, Dahomey,
Ethiopia, Guinea, Lesotho, Mali, Malawi, Niger, Rwanda, Somalia,
Sudan, Ugenda, United Republic of Tanzania and Upper Voltae

2 Tho loast developed countries of Africa are the weskest link
in achieving the odbjective of African self reliance. The Economic
Ccamission for Africa and the United Nations Industrial Developmeat
Organisation have held several expert group meetings and eeminars
relating to industrlialisation in African countries with special
reference to small scale industry, including measures for tackling
technical, financial and dinatitutional problems related there to,

: Reference may be made to ECA/OAU Conference of Ministers of Industry,

i of March 1971, followed by Expert Group Meeting of December 1971,

| Seminar on UNIDO operations for the least developed ocountries in
Africa, January=February 1973, and the UNIDO Inter=Governsental
Expert Group Meeting on the Industrialisation of the Least Developed
Countries, Vienna, November 1976, : |

Je See E.CoA, Industrial Policies: Critical Areas of Action for
Agoelerated Industrial Development in Africa im the 1970s,

CMI/INR/SP/2, 18 Mareh 1971,

‘h _ Ioc,eit,

i Se This structure could be attributed to the oolonial systes,
; The metropolitan countries were mainly interested ia their colonial
territories as sources of rav materials and markets for their

sanufacturers, The industrial base was created at home., That

had resulted in the development of mainly cashecrop agricultural

or mineral emntracting eoonomies in their African colonial territories
leadinz to the disintegration of their traditional economic base
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and the decade and death of the indigenous technologies in several
of their African oolonies. The urban areeo and the coumunicational
infrastructure that was subsequently develoned waa, therefore,
almost totally oriented towarde external mstropolitan need and
requirements, and naturally became heavily dependont on outeide
Wworld teohnology and outside finance. Thore were hardly any
internal linkagee and industrial developaent was minimal, and where
it sade som> progress, it was mot .1y linked to m:!.opolitan manue
faoturing sector. The present LDCe of Africa had in the past received
the least attention, even in that respect, ray Lo because of their
geographical loocation (land locked territorios) or geo-political
reasons, In the least developed couniriec, tha elhore of industrial
capital in total production is génerally cignificantly dbelow the
expected "norsal patteran" = whioh aooordins to Frofessor Chenery

18 closely assooiated with income per capiia, see Chonery, "Patterns

in Induetrial Grovth" American Ecomosic Review, Sept., 1960,

6. S¢¢ Peroy Selwyn, "The Least Developed Countriee ae a speeial

Case®, Yorld Developgemt, Vol. 2, Noss 4 and 5, AprilMay 1974,
PPe Bh2,

¥ 8ee JoF. Rveyemamu, The Jistorical and Institutional Setting
9f TensanignIndugtry, University of Dar es Salaen, E.R.B. Paper

Noe 7146
8 e
Do David Philips, Industrialisation in Tonzaniag §uall Seale

ction=Decentralisation and ti-Teashnolory Frapramme for

Development, University of Dar es Salasm, E.R.D. 7G.5, 1976,

10, 8e¢0 JoF. Rweyemanmu, Under developrment and Induetrial
Pevelopgent in Tansania O.U.P., 1973, and the Historical and

strial Setting of T ian Induetry, BeReB. 71,6, Clive
Thomas (ex-Univereity of Dar ee Salaam) Tha Tronecition to Socialiem,
1972,
Thomas draws two 'laws’ of econom:.c transformation, arising from his
analysis of dependenoy, His firet lav comcerns the need for
convergence of resource use and demand, and in the second the

eonvergenoce of needs with demand, Iis dependency snalysis has three
olenentsy
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(%) neoliance on loreign tochmology, (2) The eritical role of
{foreign decision making in the industriai and other income earning
soctors, and (3) Reliatce oa foreign fimancs, materials and equip-
ment resulting in persistent income and capital drain overseas,

Uader Themesn' cirategy, it is vital to forge a lini: hetveen resources
and needs., Two types of industrial set ups in Tanzanie are, there=-
fore, recoumandeds (i) Those producing essential consumer or wage
good = mainly vithia food, vlothing and housing fields, and (ii) those
producing bag. : capital and intarme. ‘ato goods - mos essential as
inputs into dcaastic agricuicure and manuteciuring, using local
meterials,

The atrategy oiraosses the selcction of a core of industries
central to tho toehnnlosical doveloprm»nt pirocecies, It is oppored
to 'ecmmarative acvantago' stratogy advocated by neo~classical
ecorrmic theorictu who favour the ostablishment of procesaing
indvsiries ac expect earmers te provide funds for setting up further
1izht industry, willo oapital goods would, under this acheme, be
imperied., It is bolieved Ly 'transforration' rechool that this
strategy does not attack the root of under-~davelopment, Rather it
is built upon the eysten of uadoredevelopnent i:solf,

The Thozaa«Lireyomaru strategy, on the other hond, loaves many
quostions of detail unenevered. according to David Philips it 4s
cilent on the minimum cconomic seale for such industrics., I
it is going to bLe large=scals, which i¢ is likely to be, then initial
relicnco on foroign tochnology cannot be avoided, Soce David Philips,
0penitey Ppe 25-27. Philip~ has a point as Smell 1.DC like Tansania
gay find it Aif2icult to come out of this ‘reliiuce' husiness for
& long tim> te come am 4+ saneraieg 143 Avm Innter facact, tless
thore are builtein checks und balancea introduccd in tke srstenm,

A 52211 country of Terzania's aize has o disndvanto~s of emall
internz) morket both precent cnd potential. Ta tasic capital goods
inluatzy gotliot aveld a certain 'minimum scale' factory production,
and Tanzania may find it difficult to provide sufficiently large
mcrhet for it on ite own, unless it can plan exportiug a part of

ity producte to nmoke this industry esonomically vieble propositiom,

-~
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The bigger countries like India and China with a very large

potential internal market for basic capital and intermediate
industry are in a different class, and have no such oconstraintse

11 8.M. Vangve, "Decentralimation and Rural Industrialisationt
f A Sase for Small Scele Industry," Type eoript for Decentralisatigg
Research Projeot, University of Dar es Salaam, Nov. 1976,

12, 8ee I,L,0, Cor.i‘ancy Mission Repor: by Dharam Ghai, Prie

Thornbocke and Martin Godfrey, Alleviating Poverty amd Meeting She
Rasic Jusan Needs,

13« lan Livingstone, The Promotion of Crafts and Rural Industiry
35 Tansenig, University of Dar es Salaam, E.R.Bs 70,1, 1970y pe 3¢

L TN
13, n&o Pe 170
16, vangve, opo0it,

L




We regret that some of the pages in the microfiche
copy of this report may not be up to the proper
legibility standards,even though the best possible

copy was used for preparing the master fiche









