G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

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

copy was used for preparing the master fiche.




Distr. .
LIMITRD

1D/WG.257 /22n

1
United Nations Industrial Development Organization 18 January 1978

ENGLISH

Expert Group Meeting on Industrialisation in
Relation to Integrated Rural Development

Vienna, Austria, 12-15 December 1977

CONCLUSIONS AND PROPOBALS POR FURTHER ACTION @

®Reissued for technical reasons.

!

1d4.78-274

This document has been reproduced without formal editing.




CUNTLNY o®

[o INTRDUCT[ON
Orgaaitzation and attendance

Jpeming addres:ses

[1. CUllCLUSTONG

The role of industrialization 1n
integrated rural development

Strategy and policy optionc

Rural i1ndustrialization programnes

ITle  PROPOCALY B FOLLOH=UP AMD Fibier i

ACTLON

Pg’le

17

®*A full report on the meeting, 1ncluding case studies, will be
published during the first half of 1978,




I. INTRODULTION

Organisation and attendance

1. The Expert Group Meeting or Industrislisation in Relation to
Integrated Rural Development organized by UNIDO was held in Vienna from
12 to 15 December 1977

2. The meeting was attended by 23 experts. The participante came

from developed and developing countries and from international organigations.
UNIDO staff slso participated. All those attending the expert group

meeting did so in their individual capacity and not as representatives of
governments, organizations or institutions. A list of participants is

given in document No. ID/WG.257/17.Rev.1.

3. Mr. Farlan Carré, Director (ad interim) of the International Centre
for Industrial Studies, speaking on behalf of the Executive Director of
IN1DO, welcomed the participants. Mr. Cyril Bright (Liveria) and

Mr. Prasanta K. Das (India) were elected Chairman and Vice-Chairman
respectively. Mr. Martin Hogg {United Kingdom) was elected Rapporteur.

4. The provisional agenda and work programme (document No.
ID/WGC.257/16) were adopted. A4 list of documents presented to the meeling
is provided as document No. ID/WG.257/21.

Opening sddresses

5 Opening addresses were given by Mr. Farlan Carré, Director (ad
interiam), UNIDO International Centre for Industrial Studies, Mr. S. Nanjundan,
Head, Regional and Country Studies Sectiom, International Centre for Industrial
Studiss, and Mr, Cyril Bright (Chairman). The main points of these addresses
are summarized below. Mr, J.E, Cabrera cf the Regional and Country Studies
Section made a brief statement on the organization of the meeting. '

6. It is widely recognized that industrialization can be a dynamic
force capable of initiating a process of self-generating development in the
developing countries. Industrialization on a significant scals has indeed
taken place in a number of developing countries and a wide range of
manufactured goods has become available from local production. However,




whils efforts to industrialize in some developing countries have led to
snoouraging results, large segments of their rural populations have
benefited 1ittle if at all from the pro~ress achieved.

7. The pattern of industrial growth in developing countries has
tended to benefit only a emall part of the population, often those living
in urban rather than rural areas. This has resultied in a product mix
largely oriented towards urban consumption needs and has distorted the
distribution of income and employment opportunities. Thus a re-orientation
in the nature and pattern of industrial development is required so as to
fulfill the aspirations end needs of the majority of the population of
developing countries, and in particular those of the poorsr eections of
the population. This calle for increased afforts to develop industry in

rural areas on a greater ecale than herstofore. L

8. There is a growing recognition that rural development is a multi-
sectoral proocess which must, in time, encompess all sectors of social
and economic activity. Nevertheless, while !t is readily recognized that
industrialization can make a significant contribution towards rural
development, in fact induetrialisation programmes have so far been given
little emphasie in development plans for rural areas in developing
countries,

9. The Inited Natione mystem, through the ACC Inter-Agency Task

Force on Rural Development of which !UNIi0 is a membsr, hat been endeavouring
to assist devsloping countries in promoting integrated rural development
programmes., It is felt that industirialization should indeed be an

important component of such programmes. However, it is recognized that

for industrialization to play an affactive role in these programmes, a
clearer understanding is needed of its specific contribution in terms of

the increase of production and productivity, the utilisation of raw
materials and ekills, the provision of employment opportunities and

raising of rural incomes, the production of basio needs and the sirengthening
of linkagee with other sectors of the economy. loreover, clear guidelines )
are needed on how this contribution can be organired most effectively at
the national and operational levels of decision making, specifically in
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tarms of planning, design, co-ordination and execution of programmes of
rural industrialisation.

10. This expert group meeting, the first of its kind to discuss
problems of industrialisation in relation to integrated rural develop~
sent, was organized to provide guidelines on the above questions.

These were intended not only for UNIDO, but for national authorities as
well as othes agencies of the United Nations system, so that they might
help formulate and implement effective integrated programmes to accelerate
the development of rural areas.




1I1. CONCLUSTONS

1. The conclusions of the expert group meetinz were finalized and
adopted at the lact session on 1% Decenber 1977. They are given in the
following paragraphs.

THE ROLE OF INDUSTRIALIZATION IN INTEORATED RURAL DEVELOPMENT

12. The group of experte agreed that there was a need for rural

industrialization in developing countries, both io provide additional
employment opportunities and te¢ help provide basic needs for the rural
population. Because of the nature of rural development protlems, the
meeting accepted “‘hat new apprcaches and new mechanisms t0 facilitate

industrial development in rural areas would be required, 3ome ¢f the

established techniques of industrial promotion wouid need to be re-examined

and perhaps adapted to meet the requiremerts of rural indusirialization.

13, The group of experts asreed that the nature and pattern of
industrial development must become more reievant to the aspirations,
needs and capabilities of the majority of the pcpulations of developing
countries. ‘'lowever, there could be no single, global solution to the
prcblem of how to bring about the development of i1ndustiries in rural
areas, because of different political, social, cultural and economic
backgrounds. Whereas it was felt that a more direct approach to rural
development was essential wherever poverty wns cidemic, policy measures
and instruments designed to encourage rural i1ndustrialization would have
to be specific to individuai countries. They would also need to be
sufficiently flexible to adjust to the diversity of rural areas and of

communities within those couniries.

14. In view of the scale and complexity of the task of developing
rural areas, the group of experts agreed that a strong and continuing
national and political commitment to rural development policies is

esgential prior to proceeding with specific prcgrammes or projects. A

flow of resources (both in terms of finance and manpower) in support of

these policies in adequate volume and sufficient quality was thought <o




be the most reliable indicator of such a commitment. The entire process
should be one of total mobilisation of the available resources.

15. Since agricultural activities are predominant in the rural economy
end provide a means of 1ivelihood for a majority of the population, it was
acospted that agriculture would often be the starting point for rural
developments in such circusmstances rural industirislization would then
have a mainly supportive role. An early step towards rural industrislisa-
tion would be to strengthen the linkages between the two sectors at the
policy, planning, prograrme and project levels. As agricul tural develop-
ment advanced however, the industrial sector would “ecome increasingly
important and would need io be dealt with separately.

16. It was recognived that though rural development is a multi-
sactoral concept, rural devslopment programmes so far have given attention
largrly to the agricultural sector and to the provision of certain slsments
of social services, e.g. education and health. This has in most cases
rosulted in some general improvements. However, further development of
the czricultural sector is already constrained in some countries by the
lack of additional amocreage for cultivation. Moreover, the objective of
raising production and incomss from this wector requires increased

acrsoge ylelds and increasad labour productivity. Thus the labour-

ehsorptive capacity of spgriculture seems to be limited in many developing
countries,

17. Under these circumstences the expert group felt that it was
importent to consider the promotion of a larger variety of productive
ectivities in rural areas, if development 8 to be carried to where peopls
aro, rather than encourage further massive rural-urban migratory movemente
with thzir concomitant social probleme. ‘The greatest opportunitiss for
this mulii-sectoral effort seem to lie moetly in the non-farm group of
activities consisting of manufacturing (both "traditional"” and "modern"),
repair cnd maintenance, construction, and the tertiary sector.

18, If rural industrial development is pursued in the abovae context,
the sxpert group felt that it would generate substantial opportunitiee for
productive employment and augmentation of rural incomes and there would be
greater prospecis of success as most of the activities would be mutually
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supportive, Moreover, most or all of these antivities would also
contribute to further develapment and ntrensthening of the agricultural

sector,

19. The exnert group arsreed that r ral indusirialization should be
taken to include both atiempts at a dispersal of indusiries from major
cities, through relocation and redeployment of estiablinhed capacity into
wore rural areas, and industrial activity btased on rural resources and

meetins rural needs.

20. e group of experie recomized that the formulaticn of policies

and programmes for rural industrializaticn had to incorporate a much
Freater degree of involvement and participation of the people, in order

to be effective. What is requiced of development apencies and ''change
agenis"* is to liberate and ncti conslrain the initiativen, enersiesn,
knowledse and akiils of the rural pecple in order to develop the resources
of the rural areas and widen ‘he horizons of the rural people. At the

Beme Lime it wam rerognized that the limited absorptive rapacity of
external inputs by many rural rroups and their difficulties in providing
the necessary local inputs and multipliers for industrial development would

require a@pecial arsistance to enable them to participate effectively,

21, The rroup of experts took note of a number of inetances where
sectoral programmes had been successful in contribnting to rural
1nduntriaiizatlon, enpecially where these were vertically intesrated and
utilized local raw materiale, knowledpe and skijls., This evidence tended
to suggest that not only had rural industrialization an important
contribution to make, but in rertain circumstances it might well serve as

an "entry point" Lo initiate rural development on a broader front,

22, fural industrial development programmes need to be integrated at
the horizontal level with nationa! rural development programmes, and at
the vertical level with national industrial development programmes. In
terms of planning, regional and/or area planning techniques are thoupght
likely to help achieve interration, as most rural industrialization

programmes were likely to be organized on ihe basig of reographic areas

*Change agents within the context of industrial activity are many and
varied, and are ar yet imperfectly understood. They may be institutions
or individuale, ideas or techniques and be either internal or external to
a particular industrial situation. Some are more amenable to control than

others, while some may have necative effents,




or localities, At the project level whatever effective means of
participation was adopted would have cimilar results. Spatial planning
related to integrated rural deveiopment programmes can play a significant
role in ensuring the provision of cural infrastructure and facilitating

rural industriulization programmes,

23, The group of exparts agroed that the starting point for rural
industrialization in eny particular country would have to be the level of
common knowledge and undarstanding of industrial organization and
teclinology of the rural arsas in thet country. This would require a much
greater awarcness than was common nov among agencies and '"change agents”

of local recourcee snd skills as well as their potential contribution. In
some countriesc there was Leen incraasing emphasis on self-sufficiency

even at the village 1avel, It was considered however that there wera

limits to a strategy of industrial self-sufficiency at the village level and

that some specializationr wos dasirable.,

24. The group of experts pgreed that the rural poor should be the main
beneficiaries of rural industrialization. It was suggested however that

only a relatively small proportion would benefit directly through additional
employment and higher inccmes; a larger proportion would benefit indirectly.
For the purpoze of fulfilling key roles, such as those of the entrepreneurs
in epecific rural industrial projects, target groups of rural industrializa-
tion programres migh? well A1ffer from those normally now associated with
rural deveiopment projeccts, i.e, {he underempioyed and the unsmployed.

It would be particulurly impcrtant hcwever to craate sufficiert opportunities
for all those with an entrepreneurial inclinaticn to put their abilities

to the test aud to provide continuing aupport for those proven successful,

25. Becauze of differencer in local factor endowments, it was recognized
that while a more widerpread distribution of industry wus possible, an even
pattern of development es between rural and urban areas or bstween rural
areas mey not be feasiblo., Industrial activities were sensitive to
centering tendencies within devnloping economies and to infrastructural
constraints, Concentrations of industrial activity were to be expected

and encouraged withii: growth cenirss, such as market towns and administrative




centres, and these would contr:bute to the development of surrounding
rural areas. For this reascn the expert group agzreed ihat for the purposes
of rural industrializaticn, a functionai concept of the rural milieu

{to include rural towns®' should be adopted.

26, Considering the faci that prugrammes of rural industrialization
Within the context of rural development werc fairiy new, the expert group
felt that there was considerabie need for experimentation and research

on alternative approaches, methodology and concepts. (ase studies of
successful experiences of industry being emnloyed as an "entry point"+
into integrated rural davelopment programmes were felt to be particularly

relevant in this connexjon.

STRATECY AND POLIY CPTICNS

27. It was noted that there wae widespread inierest in rural develop-
ment within developing countries and within democracies the pressure of the
rural votle on governments to netter their interests is such as to precipitate
further moves towards greater equality. fiven a strons commiiment to rural
development by nationai governmenis, detailed involvement in the processes
¢” rural development by those pgovernments was thougnt by the group of

experts to be inevitable; the questicn remainea as tc what form it would
take. The greater the tureaucratic intervention, the greater the risk of

delay, duplication and dissipatior of effort that might follow.

28. The group of experte agsreed that no single series of nolicies could
be drawn up to meet the neeas of all rurai areas. Each country must design
and construct its own tirategy, preferably with plenty of opportunities for
the trial of new approaches, according to its own stjectives and the means
at its disposal. It was felt that the established conventional approach
should be modified where necessary and supplemented by a “grass rocts"
process of rural development. In order words 1t was feit that there was
room within rural industrialization stratesies for both top-down and

bottom-up approaches, and that these shou.* be complementary.

*Entry points may test be thought of as cpportunities for investment in
productive activities which themselves beth contribute directly to
development and serve as catalysts for further develiopment in related
Sectors.




29. Some of tha ceiflicit cnd cdiccontinuities within developing
Bocieties, such @3 thous velmerz urbun and rural sulturss and thome

betwesr eli‘u groupr und “hn TI3VOL, nd te pbe faced und overcome in
designing strrtegice for rusul $aaatrislisation. Floxibility and
adaptebility will ta @ .cu.isl charcolerinvico of any such poliocy mix.

The attituden of tho burcrnericy end the olitan often prevent great depth
of underatanding of the mual uitr~iion by the cdacision~takers, a situation
which 18 compouadad Ly ib: ocorcity of practical exrariencs which e
directly relerant to rial problens,

3o. The expuirt grenn rgroad thict considerable effort would bo required
to identify cnd urrnvsl the comslaxities of rursl ocenomies and that close
attenticn should Yo pmid to 494 ruval peopln's dapth of understanding of
their own neecdm. Tirget f~3pa thomoslvas vwill often have important
insight into the nature ot loonl Aifficultics end constrainte, although
they may nead ansiai~nce in tusir solution.

31, The moup of cpir s racosnized thet strategies for rural develop-
nmsnt need to teko 1.te <sccrnt the axieisnes of various oub=-groups and
different caiegorion ithinr thu roral poor, vho not oaly possess dormant
knowledgs, reocourcs~ ¢ad )1, bui wlso have different types of
dependsncy reletionchins tithin 12 rural concunities. Thesos would
require different jvo:rir-~wa r1t diffarert approachen. It was suggested
that within policior fir voral 4 “dustriaiization, not only the need for
full-time jobc shmuld Yo cenriders? tut elmo the need for part-time and
seasonal employzoni. I was nlso wugpaicted thai given the relatively

long pay-off poricde for - i frvestmontin gd treining, attention should

be primarily focunad :n L.~ ceedu ol tae young antering the labour force.

32, The grovp of ew- ri: [slt *hat for the danign of rural industrializa~
tion programres, co.usideaiicn oho:id Yo glven te administrative boundaries
to facilitate .elaticnniiip: wish «xir‘ing lienl government structures and

the use of existing covralos,int ~tatistics, Ihe group of experts also felt
that the operation of ».sh .rogresr.se would often be most appropriately
carricd out at a suoradisirici 17 »),

33 ™a expert group 27 6l that thers wiorw tvo distinct components of

rural industrialization prcxyrir~a Jo» which somewhat different strategies




are recuired within an overall national atratepy tor industrial develop-
ment. These two components comprines
a: the distinctly "viiiape" tvpe of activity reiated to local
resources and initiatives and consisting larrely of anali

enterprises in the rraft, servire-type and "pre-industrial ™
activities;

b) the more orranized enterpriasns, often of the factory type,
serving wider markeio and perhaps requirines rescurces external
to the local cummunity.

The former type are most likely to br influencerd by "bottom-up” strategies.
™e expert sroup stronely felt however that both ~ocmponent< are ne-essary
ingrediente of rural industriatization, and that smalier enterprices and

handicrafts alone would rarely he sufficient to catalyse rural development.

A, ‘he rroup of exparic felt thut one besinning Lo the pronesses of
rural industrialization may be tound 1u policies for dispersing further
industrial developrent and rrowth away {rom existinge larme c~onrentrations

of induatry in major metrepolitan rentres.

1y, "he expert ,roun fe!t that within simpler tvpes of industrial
activity, sreater emphagis should be plared on ge!f-reliance and freedom
to find appropriate anuswers to local nroblamr than on siandard schemes or
projects. ‘The meetins aprced that aven in the case of more orranized
enterprises, care should bhe taken Lo ensure that experts sheuld he
practically oriented and shouid integrute with the local people ro as to

bring out their skilir and capahlitien.

16, '"he expert group asreed that early attentiori in an industrial
stratesy should be piven to remcving physical infrastructural constraints
for rural enterprizes as weil anr providing critical inputo and traininge.
Jince the etfective priority to be given {0 structural deveiopmont, both
physical and institutional, in of'ten determined hy the volume of funds

available, increaned recources should be made avaiiable for thiuv purpose.

7. he expert group ~oncluded that the choice nf production technology
for rurai enterprises was neither simple nor rarelv at present a penuine
choice. All too cften no morc labour-intensive alternatives were available
in the ruraj areas. '‘mvernments could increase the ranpe of choice by

promotinz an examination of exieting technologies used in other sectors
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of the economy and in other devsioping countries and by encouraging
processes of adaptation and iissemination. The group of experis suggested
that the level of techrnology to c: used should be determined by a country‘'s
real or potential machina-building capabil ity, as well as the ability of
rural enterprises to absorb fresh technology.

38. The issue of pruicction is often important to the survival of
traditional craft or "artisan~type" industries which frequently suffer
from a lack of ability to adjust to competition and changes in demand.
There was a strong commitment among some membvers of the sxpert group to
the view that the progress of mauny traditional industries had been held
back by various externsl cnd internal constraints and that their potential
contribution to rural develonment was considerable. Concern was expressed
&t their resistance to chenges in production techniques and methods of
business organization. However it was recognized that many traditional

enterprises did have a significant role to play at least in the shorter term.

39. The expert group wr% agreed that new rural industrial enterprises
wheiher smaller or larger scale would have both direct and indirect

benefits to contribute tc rural development. Some more sophisticated
activities however were recognized as being much more difficult to plan

and launch than others; they required mich greater insight into the workings
of the rural economy and local markets., Such projects required the most
thorough feasibility studies. Tthe value of feasibility studies as a whole
waa questioned by some because of their arbitrariness and complexity. The
challenge of marrying lozal with imported know-how was put forward as a
major target for evolving more appropriate planning and evaluation techniques
for rural projects.

RURAL INLUSTRIALIZATION FROGRAMMES

40, Two factors give rise to the determination of product priorities
within rural industrialization programmes: selective promotion and
consiraints on the available resources, The chief criterion for fixing
prior.iies is known demand. It was recognized that demand can be influenced
in many ways. In poverty-oriented programmes governments can play a major

role in influencing demand in favour of target groups, especially in order
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to provide for basic neeca end to bring about a gzradual improvement in
the quality of rural life. The first priority category for rursl
industrialigation is likely in most countries to be the production of
egricultural imputs, i.e. inductirial enterprises with forward linkages
with agriculturs., Gecond is the provision of consumer producte and
services to rural communitien. ‘'hese are particularly importanti because
they are highly labour abscorptive, otfering ease ot entry and with a
relatively low entreprencurial requirement. A third category is the
processing of agricultural produce both for local and regional markets;
while the last, consisting of building materials, minerals proceseing,
artistic crafis end nocn-rurel resource-~tased industries, tends to be
governed by competitive conditionn in regional/national/international

markets,

41, The establishm2nt ond growih of industrial enterprises in rural

areae is primarily conditioned by the availability of entrepreneurial

skilla, the ava:ilabilitly of crcdit and the removal of infrastructural
contraints. The nature of rural eaterprisss in lerms of scale of production
activity and the precduction technolngy empioyed is largely influenced by
these primary factors, these beine closely interlinked. Government assistance
to rural enterprises therefore hms 1o be tailored to take these relationships
into account as well as the form of social organization of production. In
many rural areas standerd packages of assistance are likely to fail because
of their being inappropriate to local needs, Most forms of industrial
activity require managerial cualities of flexibility and semsitivity to
changes in demand, wrich have o be developed through experience. Such
qualities can often be ideriified in rural areas in emergent entre-

preneurship in com~srcial «ad service-type activities.

42. The group of experts felt that in respect of a rural industrializa-
tion programme, options shouid be kept open for all sizes and all
technological levals of industriul enterpries. In some situations even
fairly sophisticated plante and technologies have helped to influence the
outlook and horizons ot rural pesople., Some examples of technological
change being a catalyst for rural developm2nt, beth in terms of creating

emplcyment oppertunities and precipitating social change, were given to



the pgroup. It was alun recopmized that size and teshuolopy of enterprises
have relationships with different nizes f settlements wiihin the rural-
urhan continuum and with the linkages which arise (rom national and

regional indusiria) planning.

13, In 8o far as povernments can influence the choices of technn) ogy
made by industrial enterprisns, the group of experts feit that praference
should be given to those teckriolosies where adaptability to local skills

and use of local resources are taken jnto acount, Mere imitation of

importied schemes and standard projacis were not thought to be deesirable

and were considered likely tc be counterprodu~tive to rural development,

44, Recoanition ahould be given by rovernments and agencies to existing l
industrial or pre-industrial structures and orgenizations in rural areas |
and the positive and/or negative rules which they play in development., 1In ',
Some cases, where such orpanizations have been found to be exploitative ‘
in nature, major changes may have to be brought about to enabie rural

people to benefit more directly from the product of their effort, The

rriteria for selection of a preferread form of productive organization for

a narticular activity should be that of facilitating the mont effactive

participation vy key memters or proups of members of rural communities.

14, The expert sroup concluded Lhat there had been a tendency in many
countries not to recosnize the merits of more co~operative forms of
oreanizing production, Their reliance on salf-help and the privileges of
ncale which they confer especially in the produciion of items for the
sat;sfaction of basic needs and in service industries commonly required
by rural communities were thought to be partirularly important, It was
recognized that such cc-cperative forms of production were mosi effective
when the initiative and drive for their establishment came from below,

Pre-cooperative forms of organization rouid be considered appropriate for
gsome rural situations,

A5, the group of experts noted that larger and more sophitiicated
production units, whether private, public or collective, tended tn bercome
more autonomous and sometimes predominant within a lorcal rural economy.

It wan felt importani that ateps should be taken to ensure that they remain
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a force for effective employment for as large a proportion of the local
community ao possible, provided they do not overwhelm all other forms of
entrepreneurial activity.

47. fecause of the limited experi.nce avmilatle so far in regard to
appropriate forms of industrial organizations and a wide variety of options
which are available, it was felt by the #roup of experts that a flexible

and operational approach to experimenting with different types of industrial
organization should be adnpted. 1In this connexion, the development of nolf—
help forms Sf organization based on the role of peoples, knowledge and

resources of the area was felt to he reievant.

48, The oxpert proup agreed that rural industrialization programmes should
bu organized to ensure the Bupply of key inputs to rural industries and to
attempt to make good the mujor deficiencies of the rural resournce base,

It was reocenized that the effective disperaal of industrial development
within rural areas could only come about throush a combination of the
establishment and prowth of new industrial capacity within rural areas and

to the extent possible the relocation or redeployment of exisiing capacity

from ma jor urban centres of production,

49, The expert proup arreed that appropriate measures would have to be
taken to promote and catalyze additional investment in rural industrial
activities. Many new or expanding rural enterprises would require a
comprehenfive packape of measures of assistance designed to improve their
business condilions and environment, as well as ensure the supply of
evsential inputs. The role of an extension service would be particularly
important in this repard and the group of experte siressed the value of a
single point of contact with the range of official bodies concerned for an
entrepreneur. ‘The problems of inadequate market intelligence and of
marketing for all categories of rural enterprises were identified by the
expert group as deserving of Special assistance from development agonoies
and international organizations,

50. The group of experts recognized that different sizes and types of
industrial enterprises required different kinds of assistance. While

larger, more sophisticated anterprises respond to fiscal measures, simpler
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smaller enterprises tend to be responsive to more direct forms of assistance.
Fer evample, a special approach wiil be required to promote and assist the

v development of the handicraft sector to improve access to markets -
especialiy export markets - and to facilitate the supply of raw materials
and credit.

51, The experi group agreed that because most rural enterprises were
imitators - not innovators - appropriate measures were required to develop
new products and production technologies in order to contribute to their

viability over the long term.

52, The expert group emphasized the importance of effective and

sppropriate development and training for entrepreneurs, managers, super-
visors and workers in rural industries and for those officiais whose task

it is to assisi them. The need for craft aporenticeships, on-the job

training ard the acquisition ¢f practical experience was strongly urged.

53. In respect of opportunities which lend themselves to industrial
or pre-indusirial forme of activity, the catalytic role of "change sgents"
stimulating and facilitating the development of rural industries was
accapted by the meeting as a critical aspect of government influence.
While the selection, motivation and training of such "change agents" were
thought to be crucial to their success, further studies on their role in
processes of rural industrialization are necessary. The decentralization
of decision-taking or the disbursement of assistance and the ready
availability of specialist skills were seen to te the most important
aspectis of the support tc be given %o such "change agents”,

54. The expert group agreed on the need for the effective vertical and
horizontal co-ordination at all levels of sectoral institutions affecting

the nature and pattern of industrial development in rural areas in terms of
the setting of objectives, planning and implementation of rural industrializa~
tion strategies and programmes.

) 55. The expert group agreed that as a starting point more effective use
could be made of existing institutions to develop rural industries. This
would involve major changes in atiitudee and methods of operation as well as

the extension of their activities into rural areas. Supporting institutions
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must be able to respond efficientl; to imitiatives and opportunities
identified by "charge agents'” end their oparations ust be decentralized
accordingly. ‘

56. The group of experts agreed o1 the need for a continuing evaluation
of the progress of rural inductrialiration for a more effective implementa-
tion of the programe. Ther2 rhonld be tuilt~in evaluation schemes within
the larger products, ' |

57. T™e group of experts concl'.:.dcdv that the most rapid development of
industrial ectivitios in rural arcca cotld orly come atout if enterprising
~roups ahd individuals wepre encourax.d end penuinely asesisted by the
institutional machinery to help thenmselv:s to achievo more efficient and
mere appropriate forng of production. The wilder the opportunities for |
such groups »nd individuals to test and refins tneir skills, and the
Zreater the mrans at their ciejosal, the rora si;mificant would be the ‘
contribution of rural industries to scorn~~ic development as a whole.
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I11. PROPOSALS FOR FOLLCW-UP AND FURTHER ACTION

v 58. During the course of the meeting a number of suggestions were made
as to how UNIDO and otner agencies might assist the process of rural
industrialization in developing countries. These suggestions for follow-up
and further action, given below, are not framed as specific recommendations.
Rathsr priority has been given to spacifying the role to be played or the
task to be fulfilled; some indications have been given as to which bodies
aight assume responsibility forthese tasks, but the initiative for under-
taking such tasks should properly rest with concerned sgencies themselves.

1.1 Further insight is urgently required on the etrategies and
techniques of entrepreneurial development programmes for rural
areas. Many developing countries find that their industrial
development polic:ies are comstrained by a lack of individuals
with organizational and risk-taking abilities, especially in
rural areas. rurther research is required in this area and
guidelines should be issued to agencies and crganizations
concerned.

1.2 There is a need for case studies of successful rural enterprises,
especially those utilizing technologies more appropriate to the rural
situation. Such case studies might be collated into relevant product
categories and published by UNIDO as part of its information service.
Such "success" case studies should also be disseminated to groups,
organizations and individuale engaged in rural development and used

for seminars and discussion groups.

1.3 Very little is known about the process of change and the
initisl cause or stimulus of change within indusirial enterpsrises,
either at more sophisticated, more organized levels or else at

the "pre-industrial” level which commonly emerges in more rural
areus. Lven less is known about the process of growth and transition
from small production units to much larger, more specialigzed
factories or from traditional artisan-type unite into small, more
modern ractories. The expert group identified several areas, such

as simple building contracting, comrcial/trading activities,

services and transport, where rural enterprises tend to emerge
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in the sarliest stages in more prosperous and progreesive
agricultursl areas. Much more nesds to be known about the
emergence and encouragement of such pre-industrial rural activites.
Several suggeetions were made for experimentation and alternative
approaches to the motivation and stimulation of such activities

within rural communities., These are as follows:

a) assistance to national institutions or local
’ organization with ongoing projects or developing new
projects with a view to investigating the role of
1) industry as "entry pcint” to participstory and
- more self-reliant rural development;
14}  industry as intermediate stage or end;

i11) mass technology/labour-intensive features,
learning-by~doing features.

. b) surveys by local organizations or rural development
agencies to identify and redefine rural resources,
rural skille and rural technology with a view to
designing appropriate rural indusirialization programmes.

Such investigations should facilitate the devising of new
techniques of assisting the development of rural industries which
are more appropriaste to the rursl situation.

1.4 Wurther assistance is required from internat ional agenciee
in the followingt

eY the devalopment of methodology and expertise in
the formulation, implementation and evaluation of
industrial plans, policies and programmes consistent
with overall rursl development objecti:asg

(11) the mobilization and organisation of decentralised
industrial services and institutions to support rural
industries;

(1i1) the sstablishment of rural indusirial programmes
and projecte on & pilot-demoeiration basis;

(iv) the development and application of more appropriate
training techniques for both officials concerned with
rural industrial ization programmes und for entrepreneurs
and employees of rural enterprises;

(v) the exchange of information, experience and expertise
through seminars, study tours, workshops, training
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cources, and other forms of consultation as
an element of technical co-operation among
developing countries and other interested
parties.
UNIDO's ongoing and proepective programmes and projects could
ussfully be evaluated againsi the new criteria emerging from
the deliberations of the expert group and rcoriented,
restructured or refashiored in consultation with national
governments &id linked to progremme development under UNDP,
UNIDP and other such sources of fundirg technical assistance.

1.5 m2 Aifficulties of assessing cxisting or potential demand
were thought to be a moai important part of the marketing vroblems
experienced by many developing countries. The situation was
complicated by changas in deuxad eithar epontancous or imposed
within rural and urdban markets. Further work needs to be done

t0 increase understanding of such changes, especially for basic
needs within rural economies which zre themselves developing under
the stimulus of acricultural progress. In addition substantial
assistance is required to davelop much greater marketing
capabilities within the industrial sectors of develcping countries.

1.6 It wag felt that action resesrch should be encouraged to
help build self-menarement institutions and techniques for rural
industrislization prorramnss. Areas tor further investigation

would include: pre~cooperative or cooperative organizations,
youth groups, women's grounz, ccllectives, village dialoguss and
villag. forums, villego fund, :nd "charze agents".









