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I. ATMG  ND SCUPD OF THl PAPEER

Tnis paper has been prepared {cr the encuing Expert Jroup Meeling
on Institutional [nfrastruclure for Industrial! Develuprent in the Least
Developed African Cuuntries. Specifically discusaions in this paper are
concerned with the instituticnal requirements for industrialization of

rural arcas.

The United Hations CGeneral Assenbly in April/¥ay,1)74 adopted a

resolution entitled "Declaration un .nhe Establishment of a New International

Ecunomic Order'" which zims at reducing the widening gap of development
between the doveloped and the develuping countries. This was folluwed

in March, 1)75 by what is now known as the "Lima deciaratiun" which inter
alia states i1ts "firm convicitiun of the role of indusiry as 2 dynaric
inatrurent of growth escertizl tou ihe rapid econuric and suvecial develoup-
ment of the daveloping counirizs, in pacrticular the least developed
countries”. The Lima declaration further eimphasized the need for pro-
moting agro-based iudusiries and srmall-scale industiries fur furthering
gelf-reliance and increased well-teing to the vast rural pupulace of

the developing countries. 'The focus of thig paper is based on the in-

tentioris thus get out in there international efforts.

Most of the developins countries bLave come out of thuir old colonial
past and are nouw exp2riencing the 'new order”, in all its facets of de-
velopment. An irpuriant area of concern is, how benefits uf develupment
can be provided tu the majority of people who are nuw in villages. Thus
in one way or other, these countrier have taken up the instrument of
rurai industrialization as a mesnu to this end. Among the inputs ne-
cegsary ir. working out such a machaniom, institutional facilities and
their functiovning play a predominant part. This paper therefore attempin
to analys. the reguired instituticnal arranpgements, the context and per-
formunce cf existing unes enpecially the problems faced in reaching the
desired poaia and oumiect measures for an amproved syastem frum the ex-~
periencen felt so far. This paper however does not sugzest models aso
such, aus nituationa and objestiven differ frum country te country. For
the purpose of 1llustrations and Jor arriving at conclusions, the expe-

r

rience of Tanzania end to gome axvent of Kenva among the kaot African

counlring are depended uporn.  For highlighling the basic functivnu of
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goms 01 thece irnetituticns experiences frem idsian ccuniries, especially

India have teen takan inic consideratiun wiere the situations of develop-

dilar

ment are the fume,
II. THD QONCEPT

Ever since Er, Schumacher wrote "Small is beautiful", the concepu
of rurel industrializaticn has token on new dimensions and has given
ris» %o nuch dehzte. It is a theme which can be felt but not clearly
understood, cven though it has its vital significance in the pregrammes
of devclepment of ail tho developing couniries. Distinction is made
between the social and economic significance of the theme s0 ar to give
it a mecaning and urgency. Science and technology are iexen in different
perspectiives so as to provide justification to technology levels.
Macrob}e's comrentary on advanced technoclogy is very illustrative. ;
#“yhile there is czomethins absclute in science, sc that it can te rightly '
said that anyihing less than the most advanced is backward, ther- is
(in this sence) nothing atsolute in technelogy, which, to be fruitiul,
must fit the actual economic and social conditions wit..n whic™ 37 ie
intended to operate, and it cannot be said the most advanced ias in all
conditions necessarily ithe besti". e get programmes in India with the
capticn "more with socieiy than with science'. Authors have rade oui
pubtle differe..ces between rural indus'-ies and industriziizing of rural
areas, The latter refers tc only locational factors and thereby refers
to any type of industry that is geographically situsted in rural areas,
vhile thz fcrmer one has certain characteristics based on: the procuring
of zzricultrral based raw materials from villages, size of the unit,
degree of mechaniration or no mechenisation, labour intensiiy of the
operaticn, usz of puver, and the nature ot tvhe market which the products i
from this \nit meets. As mentioned above, there is a distinction when
we choracterice an industirial unit as rural. The degree of "ruralness",

no doubt vories from country to country and even scmetimes within the
country itself.

Industirial ingtiiuvtions are deacribed with clarity in
Mr. Lasrence L. Barber?'s report on "Institivticnal Infrastructurs for |

Induzirial Developaeat submitted to UNIDO (UNIDO/ICIS: 35 dated 26.6.1277).
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"If industry is tc grow and operate productively it rusi not only be
planned and prc oted; it must slco rece re a variety of ir rastructural
supports. Scme are physical. Others are part of ihe ccuntry's general
economic and social siructure. Si:1ll ctrers zre institulicnal consisting
of organized promoticnal, servicing and reguietory activiiies, botla
technical and ad-inistirative, which can fosler and improve the cdevelap-
ment of industry. Industrial institutions are never encds in themselvas.
They have reason to c¢xist cnly as they meet the demaads of existing in-

dusiry and are tools for molicies of indusirial developmeni',

We often find cduplicaticns and overleppings in the functions of the
institutions, often leading to inefficiency in performance. Whils
taking an integrated lcok at these institutions as a wnole in a ccuniry,
we often find gaps in their service system which is the result of dupli-
cations. Mr. Barber gives interssting imsight into the fcrmation of in-
stitutions in some of ithe countries, some are accidental while others
are deliberate and in many instances they just stand as prestigious or-

ganizations without clear cut functions.

When we come to the institutional set-up for a programme of rural
industrialization, the whole organization becomes very complex and ofter
difficult to assess. Rural industries for the purposes of this paper
refer to industi_.es located in rural are¢ .s which cover the Jollowing
types:

1. Pectory type small-scale units as defined according to each country.
2. Non-factory type industrial units as follows:
(a) Tiny small units having no factory organization
(b) Cottage based industrial operations
(c) Artisan type units incluaing handicraftis
(d) Servicing units having no finished product such as repair work-
shops, tailoring units, processing units inciuding agricultural

products like maize mirlls and metal finishing.

A cloar cut distinction from one categery to another is often thin
and difficult. However must of the countries have their own definitions
of small and large indusiries based on capital invertrent, labour employed,
uca of power or not, technology uned, access to markeis, either one
factor as a bhase or combined. All these coming within the ahove category

are referred to as rural industries in thias paper.
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Maay of the deveiop:ns counitries have a randon coliection ¢f in-
svituiicns and a. not have a raticnal an  comprehensive siiucture.  Soxe

of 1the functions could e znunerated as umier:

1. Provide technical, manarserial and cconumic knuw-huw and consultancy

2. Provide worksheds {industrial estates) machinery and raw malerials
on easy inctalment basic

3. Prouvide finance for cpecific projacts

4. Provide transfer and develupment of technology

5. Provide tiraining ror manpower and skills required

6. Provide prumotional services 1o new as well as existing industries
which are administrative in nature like licencing, foreign exchange
clearance, negutiations with foreigm donors, plaaning, co-ordination,
etc.

7. Establish, monitcer and operate standards and quality control in-
cluding provisicn of tests and ianspections

8. ¥angre assigned projecta either as pilot projects or ¢n a permanent
basis

9. PFrovide market research and mcrketing facilities.

I(I. NEED PO 00T ALIZING RUVAT AWRAS

A. GREATER SPHEAD OU7_ur WHE BENEPULS OF IRVGLOPMENT

The striking featurc of the developing countries of Africa is ‘that

the majority of its pecople are living in villages. The development
patterr inherited from colonial dars had beea tilted towards a faw
cities and Lowns which function as oasis in a desert even ihough the
comparigon canncl be uniform. 1367'census provide the following data

for Tanzanias

TABLE T Jdo.in Percentage to
Millions: tctal pupulations
1. Non-urban or rural nupulation 11.54 93.7
z. Populat:on of Towns (urban) 0.63 5.5
3. Population of former Townchipo 0.09 0.8 .
12.31 100.0

B Y P

Sonren Cenous of Population 1967,




It will %e furtner scen ihal ihe ponulalion concentiratlon aming ‘owns

is uneven with Dar-es-Sziaam, aceccunting for a major share of population.

TASLE 1T

NAYE OF TOWN: POPULATION: AESPGLAg;CE: ;SESZATION:
1. Dar-es-Saluam 272,821 40.2 2.2
2. Zenzibar 68,49 10.1 0.6
3. Tanga £1,058 9.0 0.5
4. lwanza 34,861 5.1 0.5
5. Arusha 32,452 4.8 0.3
6. loshi 26,864 5.9 0.2
7. Morcgoro 25,262 3.7 0.2
8. Dodoma 23,559 3.5 0.2
4. Iringa 21,746 3.2 0.2
10. Kigema 21,369 3.1 0.2
11. Tabora 21,012 3.1 0.2
12, Mtwara 20,413 3,0 0.2
13, Musoma 15,412 2.3 0.1
14. Lindi 13,352 2.0 0.1
15. Mbeya 12,479 1.8 0.1
16. Bukoba 8,141 1.2 0.1

Source - Census of population 1367.

Dar-ngs-Salaam has a very heavy conceniratinon of industries Jollowed

by Arusha, Mwanza, Moshi and Tanga. It has been the concerted effort of

the Government of Tanzaniz to disperse inausiries especially to other
parts of the zountry. This nas been sought to be achieved by locating
a few larwe industr.al units wnich are just a handful and which have long

gestation periocds, Hence during the third year plan Government proposes

t5 set up plants or expand the following sectors:

Spare Parts and Capitel Coods

Bicycle Project
ALAF Expansion
UBUNCC Expansion

Moeya ¥Yara Irplements

Motor Vehicles Asecmbly
Wire Cables

Iroan Stelting

Bt L o0 - Ro BUN
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Crnemicnl In-sortlries

Crarmaceuticxls
Detergenis
Faints
Pyrethrun
liatural Gas

Petroleum Refining

¥ocd and Paner

Pulp and Paper Mill

Printing Press

llon-Metallic

Cerent

Food Procecxsin

Sugzar

Tea

Fruit Conning

Hoat

ilk

Live Stock Products
Beverag;es

Cachew Nut Processing

Textilex and Garments

Expancion of exicting mills and new mills at

Euéoma, licrogoro, Tabora, Mbeya, Ubungoe, etc.

Shoes ond Leather and Leatner Goods:

Expansion of Moshi Tennery, Morogoro

Corplex, Mwanza Tannery

Sical Processing
Expansion of existing plants.

Source ~ II1 Five Year Plan - Government of Tanzania.




This patiern of rowin cannot adeguvaiely give fuil benefits to
the vast porilaticn in the interior. 7ne Guvernsmeni ol Tanzanla ig
fully aware of th:s and Lence the prog—anme of indusirializing rural
areas through the wveiicle «f cuall indusiries usny low capital and
simple technologies has beer tzaken up.

ks a result of sustained and ervsteratic efforis made oy the Govern-

ment of Tanrzaniz the conitributicen te J.D.P. from the industrial sector

has been congicerably increased.

LASEE LIL (IN MILLIOK SHS.)
MANUFACTURING  PENCENT T 0% AL FPERCENT OF MANU-

YEAR S3710N G.D.P. AUNUAL CHANGE: C. D. P. FACIURING SECTOR

70 1OTAL G.D.P.

1967 6HT1 8.7 6,735 8.5

1968 648 13.4 1,182 9.0

1567 142 11.4 Ty460 9.9

1970 828 11,9 8,21, 10.1

1971 737 1341 8,345 10.6

1972 1,199 23.6 0,130 11.4

1973 1,332 14.9 11,531 11.6

1974 1,482 22.2 14,010 10.6

1975 1,714 19.7 16,988 10.4

976 2,047 15.4 2C.354 10.1

1977 2, 16 18.0 25,048 1.6

Source ~ Arnual PFconomic Surveys.

As a regult of this increase, production of goods has increased
considerably. Industrial output at current prices increased from
shs. 2,047 million in 197¢ to sha. 2,416 million in 1)77 registering

an increase of 187%.

Velue added production increases in nelectied industiries:




(Value a¢iod in shu.ClO)

i. Fcod processing 75,202 227,566
2. Beverages 13,670 58,682
3. Tobacco - 82,545
4. Couton Textile 21,164 198,654
5., Wearing apparel and shoes 8,641 39,213
6. Leatter 3,770 22 121
7. Wood Products 16,499 20,399
8. Furniture 3,836 20,960
9. Paper, Printing and Publishing 7,462 58,873)
15,076)
10. Chemicals 17,357 161,361
11. Rubber products 1,525 43,614
12. Metal and Ketal Products 34,454 £7,606
13, Non-metal Products 3,391 36,294
14. Motor Vehicles and Transport
Equipment Asserily 6,186 43,632)
31,341)
15. Others 6,339 38,709
215,234 1,156,652

Percentage increar: of production over the period was 437.4%

Source -~ III Five Year llan, Government of Tanzania

Apart from the fact that the prcduction recorded avove is nut adequate
enough to neet the growing needs of the people frum a per-capita point of
view, the question ofter asked is “how 7ar thece benefits percolated to
the vast rural mascea?’ Especially with the vastly undeveloped tr:- 3port
system, the answer 1s not very encouaging. The prousperity of the agri-
cultural sector and the tremendous purch:ising power with peusants as a
result of remarkable expansion in cash crops like cotton, coffec, tea,
totacco, cashewnuts, sugar cane, oil seeds and pyrethrum, created a

critical gap tc meet the increasing consumption neede of the peuple,




K at the siratesy of industrialization has

been lucidly sitated ty President Nverere in ihe fullcwing words:

"In the ast we have cfien rede ie mistake of toki:g large lcans
to buy machinery reqguirzd for procuc.ng the sophisticatied products
needed for export and ithen using ilc machines to produce ithe simple
goods we need for curselves. T1hirf is wreng ... e nmust iooc at our
real needs and then cce Low far they can te mat by tae use of labour
and simple machinery disregarding the methods used in Hemburg, Tokyo,
Toronto or Detrcit ...... All our villages w:ll, soonher or laler, regulre
simple wood and metzl repair wurkshops for ploughs, bticycles, milling
machines and so on. 7This need tuv use technology which 1s appropriate
to our needs and whicn we can afford cannot be emphasized too strongly.
We need to expané cur agricultural cutput. Bul we cannot afford to de-
pend upon traciors to dc it with. Tractors are quite complicaied
machines and have to te imported, they cost ever increasing amounis of:
foreign exchange  But we have within the countiry something like
15 million heads of cattle. And we can afford to buy oxen - ploughs

- indeed we are making them. We need to transpurt the crups and other

-

things we produce in the villages from one place to another. But why

do wa need to think in terms of lorries, when the gcods are being moved
a few miles? Donkey or oxen carts could carry the crops. - The villagi-
zation policy now makes it easier for us ito advance through techn.iogies
appropriate to self-reliance'. (Extr;ct frem his speec.. in the closing H

gassion of the third parliament).

B. UTILIZATION OF RaSOURCES

The inadequacy of the pattern of concentrated and centralized
lerpo-firn production outlook in developing countries of Africa neecs
no emphasis. Untapped resources against which ironically, poor communi-
ties ske out uneconomic levels of gus®enance, are plentiful in these
countiries.

For example, Tanzania at presen®t does not have enough of
food grains, havinz had a bumper crop in maize and paddy. They are
piled up 1n village yards. Is it posnible to procecs these graing .
only through a hendful of large m:1le involving heavy transporti rosts?
or 18 there not a better way tu provide vi.lage’ with small grain mills,

thus augmenting tiae rural velue added cuntent o7 production. The same




argunent slende vaiid fur cash creps even though in a lesser measure

due to itechneioy eal iimitations.

Tanzanin has ctundant reccurces in minerals lixke clay, Fvpsun,
Yt'

lime, dolomite, cofy siones, kaolin, fullerse earth, mica, coal, sal

quartz, glass, saud, calcite emong others, not to mentilon iron ure,

dramonds, natural gzaz, gsilver pnd tin. " 1er wminerzls have a big say

in the every dav like cf people, while sume of the very winerals which

are procesgsecd are ixmpurted for industirial uses under brand names. To
gsite one exwiple pypsum is nul used merely for the manufacture of cement
alsy

but is reguired ag plaster uf parie in hogpitals fur moulds , and
Lime can be calcined in a -mall kiln made vvi of
In

for waking chalke.
bricks right at ‘he place where it is nined by using local fuels,
short, there are multiple means of utilizing thic w2alth by the village

through appropriate technologies of pgruduction. lience there 15 need

for introducings sirple techniques of production at rural levels to uti-
lize these regources not unly tc¢ increase the rural incuine but also to
rmeet the critical neeas of the large industiry secior itself. The Govern-
mont of Tanzania has itaken successful steps to introduce a variety of

these technologies in the villages like: lime kilns, brick making,

viillage pottiery, frui.s and vegetables preservatiun, producticn of wethane

gas out of animal waste, buiidinz malerials from alluvial soils and lime,

etc,
The position of uther developing countries as far as utitization
of these resuurces is cunczrned wili definitely call fur an approuach

to utilize tham at rural levels (technology) and at rural lucations.

The utilization of skille and upprading them in rural lucations to

meet the increaring needu of the peuple provides a <trong argument fer

a progranns of rural industrialization, Tiese skilia are avae  "able in

the form of cobblers, blacksrmiths, carpenters, brick makers and ihuse

engaged in handicrafta. 7To site tie case of Tanzania again, a recent

aurvey ravenled that there are around 200 cobblers who are muking leather

gouds in varicus regional locationa. A hetier programme would entail

mobilizing them fur effective production of goods fur the rural magses.
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Fconomiste all over the world have increasingly real ted the mis~
leadirg meaning of the per-capita income even thougn 1t is an effeclive
tool to assess economic progress. Nevertheless, the uneven nature of
this income distribution among regions has been the cause for wmuch
social and political instability. Even if agriculture is prosperous,
it leaves the peasznt idle during off season. And y2t the situation in
many of the developing countries is that there is a need to supplement
the income of the farmer. For this purpose it is necessary io intro-
duce labour-intensive methods of production which regquire less capital
and know~how intensity. For a balanced growih of the economy and deve-
loping backward areas an integrated programme of rural industrialization
ia & "must". Hence rmany cf the developing countries are taking up pro-
grammes beyond ihe meiropolis in so-called "unviable' tracks even at a

cost to meet this dirz need.

D. THE DEVELOPITINT ETFOS

Either by delitzrate policy .. by evolution of circumstances most
of the African countrics have been working out development models whicn
have their socio-political meaning. In other words they are "coming
into their own", Developnzntal efforts are undoubtedly so designed as
to give maximur bencfitc to the people and also o make them effectively
participate in these endaavours. In the context of this lZistoric growth,
industrializing areezs through a few large industrial units cannot hold
on for long, as it moles the people non-participatory in outlook. Hence
in countries which have adopted grass-root planning, the development of

villages has a pivotal place in the entire scheme of planning.

For example, Tanzania has taken to integrated rural development
which 18 based on socialiam and self-reliaznce. The entire country is
being organized for planning purposes into Ujamaas or in other words
Village Communities which are legal entitiesa. The entire developmental
activity will ke not only around these village governments but will
eranate from them 21d for them. Benefits will be shared by the Community
members in common. So far 7,000 sucn villazes are registered and plans

are devieed 10 bring them {o aclive participation in nationael efforts of
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devalupnint, I inig ioie racied apnroucs, the rural indveiriaization
prusgratae 13 °n eflfective L. jroaient.

The sodzl “or ¢ina: o, oo Lave Vhis ooalh eiceent of declsiveness

v’. 37 and lerge, ihe nced Ior making ihe rural rasses
perticipate i:n thiz_r develupmeni i3 a felt need, appliied to varying de-

gree ty the deveiuping couniries ¢f Af-ica,

E. RURAL EXOLUD

Even inausn unempleymant on 2 larse scale is not very discernibie
in African courtriern, they hiwever experience the migration of rural
people to toims ond cities, This results in dislucavion and temporary
urermployment. llany of the Airicen couniries want to inetail a develop-
ment 3syster in which lhe grecier grographical area tnat 1s rural, is
made attractive cnd to a great extent self-contained. The traumatic ex-
perience of nmeny Jdeve-cpud couniries in this resgard has been a sirong
iesgon, wlich th=y w.at 1o aviid. Couniries like Tanzania have slready
besun experiencing thic gretlen, A strong elemen’ of appropriate in-
dustrializaticn or.d vecaticnzl involvement through e prograzme of rural
industrializelion 1s taken =3 a remediz]l programme in this context.
Through this approuach full employwent is zttempted at the villaze level

tself.
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2 rurel iadusirialization in countries
like India, Farsgladesh, ete. nhas ween felli because of heavy population
pressure. Tre logic for such a prograrce eazpeciclly in the use of small
capacity technologzizs in African ccuntries i3 due to their limited
arkels. "lass production patiern" becones Jdiffizult unless there are
agssured export outlets. Hemce ithoy have te¢ reccri to praducticn for

masses, turough the develcpnent of srall-zcale -nd rural industries.

G. .ROVI°""_EJEUVT SARKDN S ROl HALIDTCUARTS

There arc certain traditional handieraf'ts yvhieh zre dependant on
indigenous aitilis which ave ever increasing exmorl narkets in developed

countries. 7Thi. 135 the caue with llekonde Carvinge of Yanzania, export




of which i ne wis Lo the iune of sha. 2,007 @ Mlaen in 19377-75. Other
handicrafis whi;< Fave exnui i oappesi ars lvery carvings, w od profdiucls,
mat weavine, coir and oiber {fibre pridoct.,, basboo items, tie and dye
textiles to nucie a few. Deveiupment of these rural tndustiries gives
its own oeaelits to Lhe natiena! econcmy. Henece o progranme of deve-
lopine haadicrafls through various prorolional means has been taken up

ag neparale measures 1r varicus couniries.

IV, IRPUTL AND CTHE PLACE OF THE NS TTUVIONAL SYSTES

A. INPUTGS:

——

Inpute required fur a succecaful programme for industrializing rural

areas could be enumerated as under:

. Thural industrialization is often terned as a nuverent and nol as a
programme. ‘This underlies Lhe need tfor active pulitical support to
the programme which alone wil) ensure adequale mobilizalion efforts
end yive currecct or;entation to the soeciv-econuomic goals set for
achievement, In other words tne bureaucrat cannot provide the
setling and the insprration however efficient hie may be. This leads
tu the clear cut poverns-nt pulicles miving the required emphasis to

the prograrme of rural .lustrialization.

2. Infrastructure {roada, power water, etc.) for a large-scale unit
~ds built into the project 1lseif. Pural unils will come up only if
infrastructure iz available. lence,rural units are taken Lo growth

puointe where these infractructures are available. ‘The’ nol only

relate Lo utilibies required rfor Yhe progects but such facilities

like health centres, banks, ele. which are required by rural pecple.

3. Correct planning and 2 prograoening mechan:sm should be avallable.,
This alene will gave linkayren Lo the national tnotitutions.  An
inlepgrated approach 1o different fren a one tirer appreach, the

forser Lakes entire raral develnpoent ac o whole.
A. Pobriizalion of efforis o essentinl for this programme. Many
atieapts have faled beeroise Lhe beoncficiaries were desintercated

reciprents who eythber v not have anvtiine Lo econtribule nor moti~

r———
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7.

8.

11.

12,

13,
14.

15,

vations tc appreciate the programme. It 1s nct the amounts invested
in the progromre alone ithat bring re-ulis tul enthusias+w generated,

has a big say in the maiter.

Finance is widvubledly a basic requirement. This may be lvans or
granis. The developmental ocutlook of the financial institutions is

a crucial fector.

Know-how must be made .vailable. The place of appropriate technoliogy,

and its develcpment and impiementation are significant to success.

Worksheds could te in the forw of individual sheds or in clustiers.

The latier is popularily known as industrial estates.

Skills must be made available. This invelves a comprehensive
training programme and such other techniques to develop skills like

Training ~-cum-Production Centres.
Research and development of prototypes.

Econcmic services ir the form of surveys, project identification,

write-ups, feasibility studies, etc.
Management guidance and counselling.

Arrangements for quality control, formation cf standards, testing
facilities.

Markeling assistance as well as market research information.

Various types of incentives like concessional interest ret

sidies on investment, an< equity participation, exemption frcm tams,
relaxations from customs and import duties, transport gubsidier
especially on bulky raw materiils, payment of loan on easy instal-
ment bagis with grace pericd, cuviright grant fcr project preparation
work, concession in power rates, srice suosport, reservation of pur-

chases from rural units, etc.

Adequate Institutional arrangements for adminictering ithe above
facilities.

(a) Policy - Rural Industries Boards/

Regional Committees.

(b) Prosramne - Exteneion Organizations

Implementation multifaced or single faced
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(d) Accomuntatilivy and - Hach instiiuticn's rile and
tarietin functicns iv e deline¢ and
overall tarrate iould be fixed,
L. PLACE CF INOTITTM.CNS

lTaurence L. 3Barber {quoied earl:er) emphzsizes tiac need fur in-

stitutiony as under.

"All ccuatriez dou have, nodever, a mess of orzanized action intended
to pruvide spncific sunport to indusiry. fThis support is carried out
through o variet» of institutiuns which participate in'the process of
transforming « governmeni's eccnomic houpes inlo cperational industrial
plants produring capital and ccensurer gocids. Thoze prc jects and
actions require instrurcenis of persons and other rescurces io carry then
out. These rescurces rust te organized, in a furm which we ca’l insli-
tuvicns. Thusy the ultimate tocls of the entire process and of economic

developmert as a soal, are these implemeniing institutions”.

Types of institutions and their variocus peals have been mentioned
already. M>st of the developins countiries in Africa have une or more
of these instituticns. They are very much conditioned by the develup-
mental goals set out by these countries. We shall now analyse the frame-
work and effec*iveness af these :instit tiong and how far *here is need

for change, if so, 1n what direction?

V. PRESENT fPPROACHES

In this sesticn casee of Tanzani?, Xenya and Botswana are descrived

for the purpose of giving a feel to the ensuilng discussion. Elaborateness

of the case depends on the material that wag available to the author.

TAIZEITA

Tanzania has teen experimoenting with rural industrialization and
Luzlding institutions aver since 1t became independent. To start with,
a number of cottare industry pro jects were nandled by the Ministry of
Conmerce and Industry. 44 a prograwme, this lacked cohesion and 11

A2 more ur lcus a collectien of a few projects. In 1367, the National

:
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w2l Industyriscz ﬁcrpurntlcn was Jaunched to deel with not only projecis

i aloo 40 pruvise gusieciancs of a genoril natue. However the elforto

¢i this Corpor.il.n rosulicd in the esta! ~ishment of worksh ps, tiaereby

-ohgining the charzcier of e "projecis manoging’ corporation. Thns final

trzzkthrough ceuz in Novambzr 31973 when tie Small Industries Development

Tizenieation wes formed by wn Act of Perliament with s ccnprehensive

szmdase and %cul tbh: presrarme froon e ccllaction of projects 1o structuri
Proeg :

o effective agent dazling with erall-scale and rural industry programmes

¢a ¢ aationzl leval ead dizessociated it fror rerely running projects.

{3 SI0to aven of work selates to tha promoticn of all industries that

-.r2 not of a largs-ccale neture or run by other corporations espscielly

.3 Faticnal Desvelopmert Corporation. A small indusiry has been defined

iz one which is within the capabilities of the veople. Hence criteria

"_ka investmont and employmasal are not followed., With the exception of

- fex large-ecnle plents, tho rest of industrial activities fall under

JITY.

Rural industriclismction is the most important assignment given to

11D, so that it keapas poca with the rapid progress achieved in the

‘villagisaticn! projzrerne.

The functicngo of S5ID0 ceuld bn enumerated as undert

1.
2.

Plerniaz cad progremming for emall aud rural jndustrial developnent

Providing sconcmic ssrvices both to the Jovernment and to entre-
prensurs in conducting industry nd area developme @ surveys,
project writo-ups, teasibility studies, collection of statistics
and information and finally act as consultanvs.

Providing tecimical servicen in the form of furnishing know-how,
desim, drasdnea, layouts, prucesres, machinery details, raw
material vees and utilities e8 aloo standards and quality ocatrol.
Provision of trainisg in skills and transfer of technology.
Provigion of mechinery and equipment on Hi-e-Purchase basis,
asgin.irg 1n thoir procurement, supply of raw materials and

tooln, markating end murket reuearch assiastance.

Congtiriactivit and organination of procduction in Induatrial Datatea.'

Prcvioion of common fanility ncrvicas to small-scale units.

Doveolicpar:t of hantrcrafte throush a national programme under




During 1367, the ruwier of i.dustrial estatlistments in YTanzenia
(erploying 10 pertons and acove) was 437 which increased to 433 in 1974.
Gross ouiput incraasea from Shs.1,319 million iorih of gocds te Shs.3,887

million and employment roce from 34,502 to 70,315. Out ¢ these 499 units
eround 400 of 1 2m sre really small factory tyoe units emslioying 10 to

50 persons. In 1975 SIIO conducted a census ol szzal-scdie units which

counted 1,742 units in this sector besides 6C0 artiasans who are engaged

in traditional hendicrzlis. These units produced goods worth Shs.237.5 millica.
There has t~en cere marginel over-loppings in ithe count. Nevertheless,

this gives an idea of th2 size of ithe sector.

Attention to industrizl cispersal ithroughout, could be seen from the
spreed out of these 1,742 units in all the 20 regions (given in Appendix A

attached). Dar-es-Salaam accounts for 448 of these units.

According to the current programme of ihe organisation it proposes
to establish around 1,000 small factory units (940 to be exact) which will
b2 located in the interior and tackwerd regions as also in the advanced
regions. The nucber of units in the backward regions are heavily tilted
co as to provide the much needed balance in development and will also
utilize in a eubstantial scale locel resources and ckills. Industiry-wise

the position ¢f theses units are given #s under:

No.of Units Located in
retal  Cpgi
Food and Food tased itemso 120 7
Clothing and apparel 1 32
Building material 172 30
Transport related items 67 13
Hougehold itenms 204 REA
Educaticnal siguiren.rnts 94 23
,.2alth and Hospital requirements 24 3
Agro-based items 82 27
Dafense stores 18 -
Ctners 15 -5
94D 174

Source - SIIO




to 310 “iziinct product llmes. AL present
rese are only at the preposal stagre and are veinyr given final touches.,
Tee situatiun 1 the final stage gy pe iaps change. This however gives
the idea ¢f rassiveness and turust or the progratace LOwards backward

areas where the majerity of ihaose units are likely i¢ come up.

An impourtant element of ine pregranme comes under th2 Industrial
Betate schrern. SID0 has already conploted three indusirial estates with
45 sheds and units working in rmany of thenm. At present 11 industrial
zstates are under various stages of construction. These industrial
¢states will ultimately set up 174 units (as under) which excludes data

Tor five rore indusirial estates proposed.

Ne. of Units

Dar-es-Salzam 1§* (21 sheds)
Arusha 5* (10 sheds)
Kigoma 14%%

Iringa 10%*

¥oshi 14%n

Lindi 1084

Tanga 1%

Bukoba [

Mtwara 16

Fusoma 10*"

Shinyanga 9

Singrda 10 #%

Songea 14%
Sumbawanga 10%%

Tabora 10%%

* These Induatrial Estates are completed and functicning

*# These are in various stases of completion,

Source - SII0.
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The prosra iz to set up 20 industrial estales, cne for cach

regicr which will :ct not only as a central point accownting fer pro-
ducticn of goods tut as a spring board in the total rural incdustriali-~
zation scheme of ine entire rexion proviing such facilitic : like
commen facility s2rvice, training cf skills, developuent of prozolypes
and linkages with similar units coming up in the region. Thus a iotal
navional network has been planned and SIDO has gone a long way in imple-
mentation. Excepting % or 70 units which will come up in the five
major towns, the rest cf the units are comirz up in the central gruwth
points of each of the backward rzgions.

Apart from ine mechanism of industrial estales which has been
effectively brought to play a decisive role in rural industrialization
directly or indirectly, promotion of projects are so designed as to
give them widest spread out as possible. Thus out of 940 units, SIDO
has completed feasibility studies sc “ar for 280 projects, out of

which 120 projects are ia varicus stages of implementaticn. Only ebout

40 of these prcjects ara in urzan locations while the rest are in rural
PTC;

locations especially wiere raw materials are located.

As regards rural small units, SIDO may have cto set up at least
3,000 units in the coming 4 yecars, to cover only a part of tne registered
Ujamaa villages. These are small units of whicn some of the categories
are: Carpentry, biuckamithy, leather-based i*ems, handlooms, readymads
garments, lime ¢.d lime-~baszd items, gyr um products, pott ry, country

tiles, water pipes, flour mills, small fabrication shopc and agricultural
implemente.

The Handicrafts development programme is a fairly organized one.
A census conducted vy the Handicrafte Development Corporation revealed
that there are 31,000 craftsmea in 11 categorized areas. The programme
embraces extension assistance to these craftsmen in the form of training,
uperading of <kills, oupply of iaputs and marketing their products '
through a chain of m arizeting centres.

In keeping with the socio-joliticel outlock in development, prorotion
of rural enterprises are donc with preference to public institutions lire

District Development Corporations, Ujamaa Villages and Co-overatives. In
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in ine *otal framework of institutions SIT0 ic vt the only organization
ared 1n rural ‘industrialization. Tne Prime llinister's 0€7ice with its

2

Luorg ¢f arcund 37 Dostriel

0

Develicprment Cosrperaticonn ad a litlle atove

n

7,000 resistered villages pray a prominent role. This organization has an
extension framework with technicizas or rural experis in differeni trades

in each region and in sore of the districts. Village officers are teing

posted to villages with a view tc stimulating rural industirialization pro-

granmes.  During 1977/7° the Prime Kinister's Office allotted Shs.8.6 million

rer thegse iiny small-scale units in rural areas.

The work of various agencies is co-ordinated al the Village Council.

District Development Commitiee and the Regional Develupment Commitiee

ievelc, where specific plans for cach year are formulated and implemenied.

In fact SIDO's hire purchase programme is primarily meant for rural units
cnly and is co-ordinated through the District and Regional set-ups. By-
¥arch, 1973, SIIOs hire-purchase fund alone disbursed loans worth

3hs. 7.8 million to 130 parties.

Financial institutions like the Tanzania Hural Development Bank
ond the National Bank of Commerce also play a very significant roie in
providing various types of funds to rural enterprises. Their operations
are linked with the field organisations mentioned above. Specific data

on itheir lending operations are not available.

Development of appropriate technologies through training as well as
technolopy transfer agreements known as Sister Industry Agreesents with
foreign countries, is one of the keynote functions of SIDO. Under the
Sister Indusiry Anreerments technolougy tranafer for S8 processes are
currently teing implenented. Besides 9 training centres for basic
trainiag like dlacksmithy, carpentry, ceramics, bambhoo products, etc.
GIIC is currently running Training ¢ . Prcduction Centres in the fol-
lowing trades where the trainees not only get trained, but they also

produce goods. Thece include: oil extraction, fruits and vegetable

preservation (village type), pottery end ceramics, tailoring and garments,

handlcom and powerloom weaving, bio-gas from agricultural and animal waste,

Jime burning through kilng, leather products, puzzolana out of lime and

aliuvial coil, coir products, and handmade paper.

(1:
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The Hendicrafis Develcpment Corporation has on the othor hand under-
taken progranmes in upgrading skills in the following craftliness
Wooden carvings (Mako de), vtility wooden carvings, horn products,
batik printing, tie end die printing, fibre products, shanga (Massi type)
sisel products, magqunia craft, basketry and cersmic art produots.

KENYA

(Information for this seotion has been taken from the paper of Mr.Per Kongstad

of Center for Development Research, Copenhagen).

Kenys seems to have a very compact and selective approach to rural
industrialization as is evidenced from the above-mentioned paper. It is
operated under the Rural Industries Development Programme 1: whiok donors
like Dsnmark, NORAD and SIDA have provided technical and finanoial
assistance. '

According to the organisational set-up the Ministry of Finance and
Planning and the Minictry of Commerce and Industry are at ihe apex in a
supervisory capacity. According to Mr. Kongstad the linkage with tle
plan which these Ministries control is not very intense and it is rather
adninisirative. As stated in the paper “the RIIP was ctarted in 1971,

It was howsver not mentiuned in the second development plan 1970-74 and
never became clearly incorporated in the cverall industrialization policy".
Whatever may be this weakiess in linkage, the model available has a certain
amount of compectness. ''The programme was originally designed as an exten-~
sion source programme with emphasis on skill formation end field extension
10 as many small rural workshops as possible”. This progreamme was howsver
placed under the Kenya Industrial Estats, as the managing organization of
the network under RITP. The KIE in its extension assistance has a certain
amunt of "specificness" mince it has a programme to give '"physical"
assistance to support modern small-scale and medium industries in urban
areas through the establiehment of industrial estates. The KIL haa a
project-oriented approach and was ksen on establishment of mini 1nduutrial
estaten, instead of giving an all-embracing framo to the extension struoture.
A3 a result of this interaction, the RIDP hes isken up the contours of an
induatrial estate (workshop approach) and extension servise which ‘s
straight-jacketed to the scheme. The RIDP'a funotions are as undert

[




ce and advice tc rural entreprencurs

2. PFinzicizl at:istaice to such enirepr neurs

. chnical service racil:iiles
3. Techknical service 111
4. On-the-jodb trainig for entrepreneurs

Engagement temporarily in production in case of new rural industry

!
.

6. Identificatior of new rural indusiries and preparation of feasibility
studies

7. Finding suitahle enirepreneurs and assisting them

8. Reccmrending the degree and method of financial participation by
Kenya Government in each project '

=~

9. BEnsuring the implementation .. f the prcject;

For the purposes of implementation, four Rural Industrial Develop-
ment Cenires, nameiy Embu, Kexamega, rachakos and Nyeri were establisned.
Even through these RIDCs were designed to give general promotional
assistance, eventuelly it care to the brass tacks of input assistance
and performance. It was found that catering a widely scaitered clientele
with more literature and advice and less time-bound concrete results was
not very congenial from a result-oriented'point of view. The concept of
Industry Promotion Areas for these RIDCs became evident. Evern thcugh
Mr. Kongstad differentiates belween an IPA and a mini-Industrial Estate,
the subtle differences are very thin. IPA also consists of shgds for
clients znd workshops in 2 lustered manner. Product'prototypes are
first developed in the workshops and projects are prepared. The loan
comrnittee provides the funds and iraining is5 given in bringing up the
plant in these IPLs in an integrated manner. In all, 60 to 7C proto-
types have been developed and adapted, cut of which 20 have gone into

production.

RIDC Machakos has nelped 40 to SO clients. The IPA llachakcs con-
sists of fcur blocks with 23 modules and snelters for 13 entrepreneurs.
In the beginning of 1377, KIDC lachakos was assisting 15 clients (5 wood
working, 8 metal working, and 2 ir tailoring). The Centre consiructas
sheds, provides loans, cupplies raw materials and gives ranagement

training and advice,

The Karkanega 4IDC apart from miving general assistance also

nrran o
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established a ceramic pilant and & small-scale surar plant. lyeri RIDC
has a more responsive crez. Unlike thre oiuer iwc, this RITC was not
converted into .. mini irducirial ectate and dces not have un IPA. This

unit has catered to 40 projects by nicd 1376.

This model outstandir;ly stands different from the earlier cne.

BOTSKANA
(Information for this case study is tzken from the paper presented by
Er. J. ter Haar dated 5 May 1975 to UNIDO - ID/iG/207/7).

At the time of independence in 1967, Botswana's econsny was agri-
cultural in nature. However mining operations and tourism developed 1in

& big way. The benefit of these enterprises has had only ~ marginal

effect on unemployment provlems. The programme of rural industrialization

was therefore aimed at taking the benefits of industrializat:on to the
vast rural areas and the major population located in these arezs. Tae
entire prograrme was aimed at promoting local entrepreneurschip to start
srall-scale and rural indusiries. The Botswana Enterprises Development

Unit (BEIU) was set up in 1973.
Ascistance given under this pruzramme are as under:

1. To essist th~ establishzent of full; viable enterprise owned and
managed by Botswana entirepreneurs

2. To create new employment opportunities in voth urbun and rural areas

3. To utilize local rescurces and askills

4. To realize more equitadble disiribution of ir.ccme between urban and
rural areas

5. To increase rore equitable distrib:tion of income between urban and

rural areas

6. To increase the direct participation of Botswana entrepreneurs in the

developmnent of the country.

This mode. is characteristic of a project approach without the trappings
of a general extension service linked to a total plan. The strikes at in-

dustrialization however are purpocive and are desi,med tc produce results

in a given time. Unlike the Tanzanian model it has no panuranic view of
an all embracing indefinite future, but rather ac a systen whicn grows
and razing eoving by 1t own volstion. It han the definile trappinss of

a gervice siricture.

.
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BEIU crnstructed industriel estates consisting of 10-15 workshops
and rented it to clients. These workshc 3 have 8 BEIN offi:e and
common service facility centire. A remarkable feature is *“hat these
workshops are of & functional nature. The following estates are in
cnaration.

Uaborone Eatete I -- Garmert Industries and alliad products

Geborone Estaty IT - Construction Industries and Building Xa’erials

Mocl.di Esta.a I - Leetlr Tndustiries

¥ochudi Estaie II - Rural Tannery

Francies Town Estate - Metal Working and Wood Working.

BEIU otgenizes technical training to ontrepreneurs. These include
workshot training apart from clasa-roc: sgessions. The technical expert
works with the trainee ir the workshop and does not merely instruct. Of
greazisr importance is the ranagument training. There ie also a follow-

up training conducted by the esiate manager.

IEIU also provides a lease--purchase scheme to procure machinery
and equiprient and working capital assistance. Raw matlerials are pro-

cured and supplied on credit basis.

Entrepreneurs are given information on improved markeiing and thay
are also trained. EEIU also liaises for purchares on behalf of the

entrepreneurs wich the government.

This programme of aseistance is given as a package which contains
all the ingredients for a sucoeseful small-scale unit. The programme
is aimed at satting up viable emalli-scale units and its .phasis is on
developing local entrepreneurship. It has an urban element elso. Witnin
18 months of iie operation, the prugramme was able to establish 12
industries which employ 250 persons with an annual turnover of
US Dollare 700,000, No doubt care is vaken in screening the antra-
oreneur and then providing all the asasistance to make the projact a

success, both promotional and by way of inputs.
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VI. CONCLUSICLS AND KECOLMWITZATICHS

A. Social contr.t of rural industrializ.ticn, the need fou commitnents,
Government policics andg Clear-tul prisra 5

Cunnar Myrdal in his celebrated bpock "Asian drasa pinpoinis the
metamorphusis of Asian societies towards & greater disiribution of the
benefits of industrialization to the teeming milliovns whe live in
villages and whose numbers are strikingly cverwnelringm when compared
o the microscopic minority in & few cities and tuwnc. Aayon: who
attempts ut a corresponding "African drama" will have a more vivid
illu;t;ation of this transformation o: Africa undergoing great social
changes. Problems faced by African countries justify the need for a
movement to viliages, and indusiry is nc exception. A question often
asked is whether the zum total of efforts at rural industriaiization
cannot be achieved threugh a ceniralized and efficient system of pro-
duction at few points rather than thinning the developmental cfforts
into a vast geographical area. The answer is a clear no, as the returns
are neither economically attractive ncr sceially admiscible. Horcover
such @ systema.ply does not work with the present undeveloped coundition
of infrastructurec e;pecially in trancpori. Even to lift up the present
levels of develepment, a programme of rural indusirizlization to uiilize
the untapped resources, develop iraditional skills, energie~ dormant
areas snd above aLl make pecile participate in their own development,
has come {o svay as an unavoidabdble ingredient of industrial planning.
This has been analysed in the earlier cections and some cutstanding
models have been gsited.

Most African guvernments have exhibited political 11l 1n varying
degrees in thig prugramme. This is huwever not su expressly reflected
in the structuring of the institutions :thich have to work cut the trans-
formation, due to various reasuns, even thouzh theze institutiuns are
the final determinants in ensuring success. We therefure cune tu the
conclusion that this commitrent has tu be intimately pinned to these ir-

stitutione.

We have ceen earlier that with the beat nolitical will, effective-
negs of the inatitutiun 1 cade anaenm:c tecause the basie planning sira-
tegies and prusramme fravewurx suietiies leaves tne scheme of rural in-
dugtrialisation tu a serice of wntentiony unkbacked by pelicires reducing

1t osonetines Lo a plogun,
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It is necessary that ” guvernment shculd spell out clearly the ub-
jectives of policy and ithe resultant prupgramme in iis basic economic
exercises especially ihe plauning mechanism. This must be .Lecked with

financial, fiscal and crganisational suppurt for achieving given targets.

Firstly what the government mesns by rural induetr.es riust be
clearly defined, demarcated and dealt wiith in iis own right. 7This
clear identity is necessary for programme implementation. In fact the
concerned government should have a well-meaning rural industrial policy
which should be incorporated and integrated with the national policy
and should o % s treated as peripheral plan. Identification could be
done aocordins to conditions available in the countrv. As far as poussible
gome basic norms like invesiment, empluyment, location, markets or tech-
nologies should be adupted for administrative clarity. A uniform yard-

siick is clearly not possible.

Once ithe area is identified and vbjectives laid down, guvernmenti
must decide on the levels at which this prograime will ve implemented.
Small-scale and rural industries, as we have seen, furm the major com-
penent of industrialisation frum the point of viaw of resource mobili=
sation and spread out of benefits. Such bheing the case “he Kinistry con-
ceried should have a definite and clear cut portfolio of work at the top

level.

It ims advisable to legiaslate the sstablishment of agencies for
rural industrialisation programme as thie imbibes greater responaibility
and effective authority for the concerned organisation. As rural in-
dusiries perreat the entire social spectrum and therefure become re-
flected in the political organisation’a prograrme, it is necessary that

a commitment is discharged through legislatioun.
Ingredients of this policy includess

1. An orientation in the educational eysiem, training programmes etc.
towards self-reliant technulogies and overall belief in locai ini-
tiative. This will augment the specific programmea with required

enthusiasn and management material as an evolutionary procers.

2. The public inatitutions and especially large establishments should
be mads tu participate in these natiunal efforts in the form of con-
tributions in financial terms, organisation end sharing of technolo-

Zies and researoh banaefits.
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3. The mechanism of industrialisation should be taken as a whole with
large and c.rall i1ndustries properly interwoven as bas:cally they are
complementary in nature. The forward and backward linkages of the
various sectors of scale must be spelt out and directions mugt be
given.

4. GQovernment's contricution to infrastructural facilities, subsidies,

gran*s and incentives according to required degree should be spelt—out.

Rural industrialisation unlike the establighment of large industries
calls for specific governmental contributions especially in areas
where no rormal bankability of ths activity is possible and where
investrents give returrs in the long run. This relates to ccnstruct-
ions of vvads, making available power and water, subsidizing trans-
port costs, subsidizing rates of intereat, relaxation in taxes,etc.
Naking indusiries go to rural areas does require a certain push

wkich in the long run gives a social cost break-~even.

5. Produiction areas for small-scale and rural industries should be re-

served and in deserving cases protected in social interest.

6. Government will have to take certain unpleasant decisions on quality
of procducts snd standarde with a view to give initial spurt to these

nascent industries till ithey come of age.

Even though self-reliance is an adwitted policy of the deweloping
countriee, it is less exhibited when it ccmes to the lure of foreign
argistance. Especially, rural industrialization is considered as un-
economic prupositions which should be developed by overseas szid. Even
though this is desirable and necessary, it is at the same time advisable
that the concerned Governmeat mekes jts own clear cut budgets for this
programne for itsel! mil t0 practice self-reliance. A large project is
more a:enable to aid, provided it does not affert the vital policy con-
sideraticns of the Government. Lining up rural indusiries projects for
aid, like second class raterial, has a self-defeating impact.
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B, Nature and fun-ciiinag of tre Inotitations

~
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could re 7 Guvernnent-cimed or sponsored and e

Institu ns <ru

tions
private owned { ) continat:oen of buth. In teilwcen these lurece catescries
we gét varying grades of instituliune in different countries. The coen-
stitutlon of the Agency depends upun 1ts established okjectives as well
as the pertaining nativnal perzpective. we have some interesting histou-
rical lessons from ccuntries like Indiza where the changing shades of or-
ganization are witnessed according; te the maturity attained and the
changed needs of the programme. As rural industrializaticn is often the
by-product of social and polit:ic:! movements, 1nitial ourganizaticn 13
always governmeni-ownecd and directed. 7The services are free and deve-
loprent work is the main concern. ‘“his is necessary to give a correct
footing and required encouragerment in the initial stages. Once the
moverent grows and comes t¢ its cwn, the participants temsin asking fer
their share which 1s a healthy tendency. ‘ihus Iadustry Organizatiuns
and Associations begin doing prerotiunal work themselves. As present
financial institutlions i1n India from their own business point of view,
undertake promotional work in small industries and even large susiness
houses do su, out «f their interest in ensuring markets. At ithe pre-~
sent stage in which the African countries are, government's initiative
ie necessary and gocvernment institu%tions alune can give the required

support.

A question as to whether the services should be charges or be given
free, 18 interesting. A fully free service has 1ts own defects, but
this 1s unavoidable 1n the furmative stages Charging of fees dJepends
on the degree of growth and subseguent response of the clientele, their
type, the internal growth of the orrganization and the compousition of its
purely developmental and commercial functions The trend should be to-

wards charging of fees for the services.

As wo have seen, while discunsing the ihrce models siven earlier,
i1t is pertinent to analyse as to what extent the organization shoula be
purely promotional and extensiun-oriented and where it should begin with

managing of projects. Ur can we have a coumbination of both?
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Normally we get ihe following teur tiers of organizational respon-

gibilitient

t. Planning - Minisiry of Planning/Pl.nning Commission/
Planning Bodies.
2. Regulating - Ministry of Industry/Ministry of Finance.
3., Promotional ~ Ministry of Induatry/Separate Development
Agency.

4. Project Implementation - Separate Development Agency/Entrepreneurs.

Experience shows that combining all the functions will lead to chaotic
situations in wanagerent, The first two are carried out by separate
agencies and it is desirable. The question how far the other two should
be combined depends upon the job asaignment under the programme. In order
tr» encourage a healthy growth of entreprensurship which is necessary as
an effective ingredient of develupment, it is necessary that the promo-
tional agency should not meddle with project implementation except for
demonst-ation or promotiunal purposes. The ultimate aim should ue that
promotional work ultimately dilates into the hands of the urganizations
of entreprensurs. If this perspective is tsken, the question of mixng
up and creating vested interests in the promotional agency iiself doer
not arise. However ideal this situation is, & hard and fast rule is not
possible. Where tha entrepreneurial class is negligeabl: or takes time
to develop and the work gquantum with its result-oriented objective is
less and gestation period ia emall, a combination is possible. Even while
combining,it is advisable to leave project management to subsidiary orga-
nizations. A mere project-oriented organization normally cannot carry
the non-commercial and national ethos and inspire action as a catalyst.

In the long run the built-in restricted commercial vutlook will neutra-

.»,0 expansion pogsibilities frum a promotional angla.

While we emphasize the nesd for a prumotional struocture, it is not
desirable to have a highly centralized organization. In other words; is
it possible to industrialize Tanzanis (rural) with activities in
Dar-es-Salaam? The answer ie in the negative. Proper regional sxtension
work and delegation of promotional responsibilitiee a'e to be correctly

incorporeted in the framework.

———
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Prumotiional work devoid ¢f provisicn of inputs recduces the forrcer
into a meie preaching exercise. Cf course thris 1s different {rom giving
management respc sibilities te the promc-ional agency. In -leveloping
countries there is the guestion of credibility and hence ihe cry for
providing .ssistance in the form of a package. How 'complete! and
tintegrated' should ihis pacxage be? Or in other words how do you com-
tine promotional assistance like itechnical, managerial, econcmic know-how
and assistance with provision of machinery, worksheds, trainirg and even
marketing. To gome exient a combination ¢f prom.tional with rnput
.assistance is necessary to lenéd credibility to the programme. The
Tanzanian model combines promotionel with input assietance on machinery,
and training in a complete way, with raw material and marketing assistance
partielly, excluding finance and full fledzed marketing. The Boilswana
model is a complete package. And yet the latter is restricted in the
area of work, even through compact, and is result-oriented. We should
know that every type of assistance calls for a snecialized function. It
is nct in the interest of efficiency %o mis them up especially when the
" clientele is large and operations are complicated. And when there are
specialiced national Agencies fur financial assistance, it is not worth-
while to mix them up. It is however definite that the total assistance
should be in the form of a package which avoids the entrepreneur being
tossed from pillar to post. This could be very well achieved by co-
ordination of the agencies rather than c.ombining all the ac:iivities into
one. It also depends upon the existing availability of corganizations and
their development attitudes. [he question as to whether the Agency should
be multi or single-functional or to what extent the centralized functions
should be diluted with regicnal delegation of functions, has to be under-
stood in this context. It is better to look at the need of the entrepre-
neur who wants both a package as well at its ingredients separately,
rather than unilaterally impcsing functiuns on Agencies and building. up
formidable empires tco unwieldy to move, which are to reach out to tha

small man.




C. Spreaj-o-t zad Dagth of ine Fur:. “-dusirial Srxicnsion Systen

Should tha jurai industrial exiencion gystew cperate from ike re-
gional/state :evz: {(tigzest adminiatv.tive divinions of a country), the
Dis.rict lovel or the viliace level 3iself? wWhal should e ths functio-
nal nature cof ithe cx.ension worker? nural indusirial extencion systems
have closc similarities witlh the agricultural system. The villager
rorm2lly iu weis2rvatize wad ne lLas 1 see to believe. Cnce Le believes
he takes to it strongly. 1In effect they zre tc te combined in the ex-

tension ouifit.

The extersion system is no coub’t expensive and trings results in
' r

the lcneg run. The extensicn worker 2lso requires comprehensive training

.so as to make him a chanpge arent. The levels of operation depends upon

the spread cut of the projects and the outl ok of extension work. It is
advisable tc tie the cystem to exisiing mechanism ay in the case of
Tanzania. The regicnal extensicn centers with their attached industrial
estates provide en excelient starting point. Nevertneless a need has
been fell of late; to come jown tc the District levels so as to make de-
cision-making and prograrme implorentation easier. The District Rural
Industries Cenires now “ein- implemented in India will be an atiractive
model in countriec where the proranne dispersal is lerge. These centras
ghould however be vested wita eufficient powers so that they do not de-
generate inic rmere liaison and cleari 7z agents. The ce "re could be a
one-man show Or & combinati.n of experts 3s the situation ’zmands. It
is naceseary trha' thece centres are made accountable for ihe specific
projects uncder it, sc that there could Le resular performance audit. As
the main purpose ie to mnke the villazers self-reliant, 1t 1s better to
give ther guidance from a certain growth point, rather ithan getting
directly involved, which w11l be very expensive. In ceses villages are
large and the projects are many, csuch centres cculd operate in the con-

cerned village 1iiself.

These ceatres shculd have their facilities like a small workshop,
mobile demonatraticn arrencements and tools eic. for developing proto-
types and ivingz training. The resources in terms of financial grant
or loann, gupply of tools, arrange..ents of workshed, supply of working

capital ars rome of the ‘nputi which the centre should be able to provide.

MpYer e wme e
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Otherwieso the whole exercice will be rediced to mere preaching and die
out. The traininrg of the ex:ension workar and his adaptability are im-

portant elements which —sk¢ -r mar the programme.

D. Rural Prosacts and JSipprooriate Technology

Often the mistake is commitied by teking deoision on what the
villages want in nationel capitels and subsaguontly they are imposed
on those who very often do nc% participate in the exaroise. This plan-
ning from above is detrimenial io the success of this programme. The
villager knows what he reeds and this should be ascertained. In fact
the R.I.C. should do this job plan scheduling firat.

We come to the mejor guestion of introducing appropriate technologies
of production. Wheres small quantities of oil meeds, say 250 kg a day,
are available there is no use in imposing an expellsr. Thers are small
erushing units known as "ghanis" in India wvhich are suitable for these
small capacities. The pame is the case with sugar cane. The problem is
twofold. The villages cannot cultivate the produce unless there is a
unit, and vice versa, the unii cannoi coine unless the raw maierials are
available. This vicicun circle can be broken only be introducing theae
simple technologies. One can gu on adding to this 1ist and invariably
we get an appropriate technology to utilige village resourcas. This is
also applicable Lo skillr li%e weaving, cobtblery, carpentry and black-
emithy. The need for these technologias are due to the followings

1. It enables utilization of resources which otherwise go idle.

2. It providea an extra ineome to the villager who has off season
unemploymert and under~employment end mak.s village life attiractive.

3. It provides esgential goods like spscialired paper (handmade) which

are otherwime imported.

4. It definitely augmen’s agriculture aa in the case of sugar cane and

oil seads.

5. It provides the villager with goods right at his door, for wiich there

i8 otherwine amarsity.

6. Modern factories raquirse power which is mcarce in the developing

countrice. Thege tochnulogien nre icdeal to prcduce goods where

<

power ia not availahle,
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7. Thnis provides sclf-relience and, in ccurse of time, nurtures an
entreprencurial class very valuable for the growth of a country.

8. This fits in well to the environme.tsl surroundings .. the village

and the best answer to pollution.
9. Where labour is chezp and capital scarce these technoleogies have
specilic eppeal.
These technologies could be transferred, developed and implemented
by the following means:
1. Training in baszic skills
2. Upgrading of skills
3. Training in skills abroad
4, Training cum production centres
5. Training cum deronstration centires
6. ¥obilo training vens
7. Model or pilet projects
8. Sister industry - transfer of process know-how between two entre-

preneurs in the participating countries.

UN Organizations have a greeat rol. to play in setti: r up Inter-
national Exchange Centres for collection and dissemination ¢f technelogies
in a systematic manner. A few such organizations like ITIG are doing a

good job.

The et nsinn machanism should have buili-in facilities for technolo
gy

transfer and development a3 menticned above.

B. Viebility of rural projects and the need for subsidy, grant and

other supoorts

Many of the rural projects are viable themselves especially when

there are a2dvantages in low-coat labour and trensport costs and problems,
However traditional approaches of viability vis-2-vis unit cost returns,
could not ve straight away applied to these projects. Some of them in
the long run 2nd in finel impact gzive social returns and are required

from tha point of view of declarcd national goals. Where there are no
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short-run cost adventages, ihe concerned governrments have to take de-

cigions in respect o¢f:

a) quality and .tandards

b) pricing of =he product which has to te subsidized for making them
competitive

c) incentives shall rave to be provided (a list of which is attached
vide Appendix B)

d) demarcations for production and proteciion has to be given.

The losses from these engles could be offset by the following

social returns:

a) better income distribution and increased purchasing power which

further pushes up the economy
b) providing employwent and vocations to idle rural labour
¢} nmore effective utilizaticn of rural resources

d) augmentation of agricultural activity with increased production.

The net gains are‘un the affirmative, hence the reason why the
developing countries are raesorting to rural industirialization. Besides,
it generates self-reliance and self-confidence among people ideally

nacessary for any meaningful programme of national development.

An instance from India proves the puint. Millions of aandloom
and powerloom weavers were in a quandry at one steage because of compe-
tition from certain mill-made cloth which is also ideally suited for
production in the "decentralized” sector like bed-spreads, towels, grey
sheetings, etc. The Government of India took the decision of charging
a cess on mill-made cloth, the proceeds of which were used for research
and development in the rural sector. Today this seclor not only regained

its competitiveness but is emerging as good exporil earnerg.

F. Research, Innovations and Prototypes

Rural industriel extension systems normally carnot afford to have
their own research arrangements and bring out innovations, unloss there
are strong governmen® gupport and specific inslitulions are created. It

is therefore neceszary to work out effective linkayes with orpganizations
J af;




-

~35-

concerned with reseqrcli. The qvcsbéch of the prototype is different as
these orgenizations should nava 3cere arrangementis for prototype develop—
ments so that distunce beiween ihe re jerch organizatior and the villager
ig considerably roduced. Common testing faciliiies and formulation of
stendards ghell have to be proviced by the nrtension organization in one

way or «ther.

0. Type of Eatrepreneurs to be Fromoied

This relates to maunganent entitiee which own rural industrial units.
Who should they be? How do one prefera between indiv.duals, co-operatives,
village communities, and public institutions? Prumotion of entrepreneurs
depands upon the development outlock of different countries. It is however
a known fact that many of tho rural industries are ancnable to co-operative
ownarehip,.and it works out batter when the members themselves work in the
enterprise., SIDO of Tenzania folluws a certain policy in this regard. In
faqt an attempt is being nede to rate industries according to their respon-
sivenesa tc different types of management entities. Thie depends upon %he
product mix, extent of suphistication in the process uf manufactu.s, combi~
nation of machines end labour, ‘hs nature of equipment to be handled, the
involvement c¢f product finisii and gquality, type of raw material and extent
and organization of markets. It is cerimon knowledge that the manufecture
of items such am cow rope or carpeatr items amenable t¢ cou-operative
ownership than to individual. This is an interesting experience and per-
haps a controversial araee, Vnat needs emphasis here is that applicetion
of soientific managerment in small doses is necessary for ihe success of
the pruject. This may b2 slmple bouokl-eaning., inventory control, benio
knowledgs of lawy, sowe iden of market outlete, perhapa a crude know-how
on production flow, etc. There is howevar need io train entrepreneurs
whether they be individual ur ce-operativeg, ir these simple manegement
machaniomg., While in large~scale industry, managumont is highly specia~
lized, in small-scale it is taken togstiier and in their elementary levels.

But the need ie very much thnis,

H. Pervagivencen of the organizational gtructure

A rura) induvtrializa®ion propramme e not like running a commercial
prog

banking oparation lowvover sophisticatcd the latter is. There are ways of
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doing the lalter in a set paitern and acliivities cen be linear progranted

to a good rezsure of exaciness. The former is often the child of histery,

politics and s¢ei 1 changes and invariabl - noves aleng thess contours.,

“Action and interaction of sccic-econumic factors are alwars at work. The

programme tnerefore concerns ail and not one agency however efficient it

may bte and it requires the intimate invulvement of the participants. Hence

appropriate linkages should be provided to national aciivities, depending

upon the degree of national involvements.

A Rural Industries Board a' the apex level or a Small Industries

Board with adequaie coverage is ideal for formulaiing policies and giving

directions. This Board should be representative of all concerned interests

including thoge that are political.

Organization or Organizations under this Board should be structured

with clear-cut job assignment and proper co-ordination machinery.

This could take many shapes.

Involvement in the field, especially with socio~-political interestas,

is necessary for ensuring riobilization. At the concerned administrative

levels there should be regional co-ordinating commitiees which could

give direction and support to the programme for the concerned administira-

tive area and ensure participation of various interests.

I.

People's contritution

Involvement cf government grants and subsidies is contemplated with

a view to meet the gap where activities are not very bankable and infra-

structural and software expeaditure are involved. This however sh-uld

not lead to paternalism which will kill the very roots of grcwth. Con-

tribution of the beneficiaries in cash or in kind should oe the criteria

for according priorities to rural industries projects.

A very interesting experiment happening in countries like India is

the involvement of largze-scale undertakings buth private and public as

well as financial institutions in rural industrialization as under:

Setting apart a small percentage of profits for rural industrializa-
tion zchemez by way cf grant.
Adopt.on of complete villages for financing rural industries projrcts

Earmarking stapes of produc*ion for rural manufacture
g 2>
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4. Ezrmsrcing raterials purcheses ecpecinlly packasings from rural uni

s
5. Concessicnal loaie troxm finsncind institulion:s

5. Provision of ecuity as grent frox financial inatitutions

T. ©Sulsidirin, fully, expenditurec on promoticn work, li .e project

prepzretions, cte.

8. @IPricc support end preferentisl wrice cuotations {roin rural units.

J. Inputs Sarvices

Need for providing inputs requires no emphasis. However the types
of services that are promotional and that which provide r.aterial inputs

are csentioned as under:
Promotion

1. Industry Information - New industries and expansicn of existing ones,

surveys end studies, project write-ups

2. Technical know-how - Processes Designs, lay-cuts, machinery detalls;

product mix, utilitiegs, raw materials, standards and quality

3. Training - Indigenous and abroed in basic skills and upgrading,

technicsl and menggerial training, technology transfers
4. MNobilizaticn. liaison and cc-ordination
5. Common faciliiy sourcea, testving freilities, standard-
6. Infrastructure facilities
7. llarket rescarch and ccunselling .

8. DMobile demonstraticn vans model/pilot projects

9. HRhescarch and development of prototypes

Inguts

1. Provision of workched - Induastrial Estate and others
2. Supply of machinery and equipment on easy inatalment basis
3. TFinancial loans for workshed machinery - working cepital

A. Dupply of raw raterials on credit

T
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5. Marketing assictance inciuding establishment of sub-contract ex-

changes and participation in bulk purchase programres.

Government grants mey have to be wmade available frocm ithe budget for

promoticnal expenses. Subsidies do come in, in varying degrees in the

case of input uservices. It needs i be emphasized that the major bottle-
neck is finance and the indigenous barker in a developing couniry has
certain attitudee of creditworthinecs which are not necescerily suited

to development. For example the banker insists on equity participaticn

from the entrepreneur before the project is taken up for financing.

Equity contribution becomes a real problem with iural enirepreneurs. In

these areas Government must step in to provide financial assistance. At

any rate a Rural Industries Fund at national and regional levels, with
credit guarantees from the Ceniral Bank will be very helpful for a smouth

and efficient working of national schemes.

K. Assisiance from U.N. Agencies

Time has now come to provide assistance from inlernatiunal agencies
to the developing countries in the area of rural industrialization. This

could te in the following areas:

1. An internatic-al agency (1) to docume .t and dicseminate appropriate

technology information and (2) purchase of patents and know-how if

necessary. At present UNIDO is couing a service in this regard

through its documentation zervice.

Provision of suitable experiize.

3. Subsidizing or completely financing expenditurec on infrasiructure

fecilities, training expenses, project preparaticn and promotional
expenses.
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INCEITIVES PO DIVDIOUI T OF

RURAL THIUSTRINS IH BACKWARD AREAS

Tax exsmptions end ralarxelisns Lo entreprencurs or investment in rural

industrica cut of profite of existing concerns.

Concessions in customs ard import duties on machinery and equipment

as well as raw materials.

Concessicns in sales tax and cther local iaxea.

Subnidizing transport costs of the unitc.

Fully subsidizing slart-up exponses including prouject preparation etc.
Subsidizing ressarch expanditures.

Providing grant for equity contribution to entrepreneurs.

Subasidies in lan€é purchase, constructiun of shed, purchasing of

machinery and liberal terms of repayment.
Subsicdizing expenses of the project for training of skills.
Concenssional treatment in the import of machinery and raw materials.

Price suppori eppecially for export markets and preferential treatment

to rural entreprenseur: in governmant stores purchase programme.
Earmarking or Reservation of items of production in the rural sector.

Directions tu large-sczlu ow.ablichments for making available raw
materials that are scarce and concessional treaiment in anoillary

purchase from rural units.

Support in prucuring foreign know-how and expertise and their imports.
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