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I .

Tnis paper has been prepared fo r  the ennuir>.g Expert Group Meeting 

on Inst itu t iona l Infrastructure fo r  Industria l Development in the Leant 

Developed African Countries. S p e c i f ic a l ly  discussions in this paper are 

concerned with the inst itu tiona l requirements for  industr ia liza t ion  o f  

rural areas.

The United Nations General Assembly in April/Kay,1974 adopted a 

resolution en t it led  "Declaration on -he Establishment o f  a New International 

Economic Order" which aims at reducing the widening gap o f development 

between the developed and the developing countries. This was followed 

in March, 197!) by what is now known a3 the "Lima declaration" which in te r  

a l ia  states i t s  " f irm  conviction o f  the ro le  o f  industry as a dynamic 

instrument o f  growth essentia l to the rapid economic and social develop

ment o f  the developing countries, in particu lar the least developed 

countries". The Lima declaration further emphasized the need fo r  pro

moting agro-based industries and small-scale industries for  furthering 

s e l f - re l ia n ce  and increased well-be ing to the vast rural populace o f 

the developing countries. The focus o f  th is  paper is  based on the in

tentions thun net out in t^ere international e f fo r ts .

Most o f  ti.u developing countries have come out o f  th,.ir old colon ia l 

past and are non experiencing the "new order", in a l l  i t s  facets o f  de

velopment- An important area o f  concern is ,  how benefits  o f  development 

can be provided to the majority o f  people who are now in v i l la g e s .  Thus 

in one way or other, these countrier have taken up the instrument of 

rural industr ia liza t ion  as a meant, to th is  end. Among the inputs ne

cessary ir. working out such a mechanism, in st itu t iona l f a c i l i t i e s  and 

the ir  functioning plav a predominant part. This paper therefore attempts 

to analyse the required in s t itu t ion a l arrangements, the context and per

formance r f  ex is t in g  oner, esp ec ia l ly  the problems faced in reaching the 

desired gears end suggest measures fo r  an improved system from the ex

periences f e l t  so far. This paper However does not suggest models an 

such, as situations and ob jec tives  d i f f e r  from country to country. For 

the purpose o f  i l lu s tra t ion !;  and fo r  a r r iv in g  at conclusions, the expe

rience o f Tanzania end to some im on t o f  Kenya among the Kant African 

countries are depended upon. For h igh lighting the basic functions o f

. aim:; .¿T) :;gcp" o; the papet



some o f those institutions experiencts frcrr. Asian countries, especially 

India have seen taksn into consideration where the situations c f develop

ment are the some.

I I .  THE CONCSPT

Ever since Mr. Schumacher wrote "Small is  beautifu l", the concept 

o f rural industrialization has taken on new dimensions and has given 

r ise  to much debate. I t  is  a theme which can be f e l t  but not clearly  

understood, even though i t  has i t s  v ita l  sign ificance in the programmes 

o f development o f a ll the developing countries. Distinction is  made 

between the social and economic significance o f the theme so as to give 

i t  a meaning and urgency. Science and technology are taken in d ifferen t 

perspectives so as to provide ju s tifica tion  to technology levels . 

I'acrobie's commentary on advanced technology is  very illu s tra tiv e .

"While there is  something absolute in science, sc that i t  can be r igh tly  

said that anything less than the most advanced is  backward, ther’  is  

(in  th is sense} nothing absolute in technolog;/, which, to be fru it fu l, 

must f i t  the actual economic and social conditions w it^n  whic" i t  is  

intended to operate, and i t  cannot be said the most advanced is  in a ll 

conditions necessarily the best". Ve get programmes in India with the 

caption "more with society than with science". Authors have made out 

subtle differences between rural industries and industria lizing o f rural 

areas. The la tte r  refers tc only locational factors and thereby refers 

to any type o f industry that is  geographically situated in rural areas, 

while the former one has certain characteristics based on: the procuring 

of agricultural based raw materials from v illa ges , size o f the unit, 

degree o f mechanisation or no mechanisation, labour intensity o f the 

operation, use o f power, and the nature o f the market which the products 

from th is unit meets. As mentioned above, there is  a d istinction when 

we characterise an industrial unit as rural. The degree of "ruralnesh", 

no doubt varies from country to country and even sometimes within the 

country i t s e l f .

Industrial institutions are described with c la r ity  in 

Mr. Laurence L. Barber’ s report on "In stitu tion a l Infrastructure for 

Industrial Development" submitted to U’ilDO (liwIDO/lCID: ¡>6 dated 26.6.1977)«
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" I f  industry is  to ¿.tow sad operate productively i t  .rust not only be 

planned and pro oted; i t  must also rece re a variety  o f ir .’ ra structural 

supports. Sene are physical. Others are par4: o f  the country’ s general 

economic and social structure. S t i l l  ethers are institu tional consisting 

o f organized proroticnal, servicing and regulatory a c t iv it ie s ! bot;i 

technical and administrative, which car. foster and improve the develop

ment o f industry. Industrial institu tions are never ends in themselves. 

They have reason to exist only as they meet the demands o f existing in 

dustry and are tools fo r po lic ies  o f industrial development".

We often find duplications and overlappings in the functions o f the 

institutions, often leading to ineffic iency in performance. While 

taking an integrated look at these institutions as a wnole in a country, 

we often find gaps in th eir service system, which is  the result o f dupli

cations. Mr. Barber gives in teresting insight into the formation o f in

stitu tions in some o f the 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 institu tion a l set-up fo r  a programme o f rural 

industrialization, the whole organization becomes very complex and often 

d if f ic u lt  to assess. Rural industries fo r  the purposes o f th is paper 

re fer to industi.es located in rural art .s which cover the follow ing 

types:

1. Factory type small-scale units as defined according to each country.

2. Non-factory type industrial units as follows:

(a ) Tiny small units having r.o factory organization

(b ) Cottage based industrial operations

(c )  Artisan type units including handicrafts

(d ) Servicing units having no finished product such as repair work

shops, ta ilo r in g  units, processing units including agricultural 

products lik e  maize m ills  and metal fin ish ing.

A cloar cut d istinction from one category to another is  often thin 

and d if f ic u lt .  However most o f the countries have their own defin itions 

of small and large industries based on capital investment, labour employed, 

use o f power or not, technology used, access to markets, cither one 

factor as a base or combined. A ll these coming within the above category 

are referred as rural industries in th is paper.



"any c f  the dcvc I ■■ n: r.g c nintrios have a ran die. cel lection c f  in

stitutions ant o. not have a ra tior.nl an comprehensive sti icturt. Some 

of ihe furxtio.ns cuuld be cnurr.craieb an under:

1. Provide technical, managerial and economic know-how and consultancy

2. Provide work shed:: (industrial estates) machinery and raw materials 

on cany instalment basic

3. Provide finance for specific  projects

4. Provide transfer and development o f technology

5. Provide training for manpower and sk ills  required

6. Provide promotional services to new as wel1 as existing industries 

which are administrative in nature lik e  licencing, foreign exchange 

clearance, negotiations with foreign donors, planning, co-ordination, 

otc.

7. Establish, monitor nix ( pirate standards and quality control in

cluding provision o f tests and inspections

8. Manage assigned projects e ither as p ilo t projects or on a permanent 

basis

9. Provide market research and marketing fa c i l i t ie s .

I I I .  NEED FQ'- " P h i 1 ALIZINg R'JPAf APE AS

A. CHEATER SPREAD OlEi Or THE BENE/ITS OF TKYETOPIgaT

The striking feature o f the developing countries o f A frica  is  that 

the majority of its  people are liv in g  in v illa ges . The development 

pattern inherited from colonial days had been t i lte d  towards a fiw  

c it ie s  and towns which function as oasis in a desert even though the 

comparison cannot be uniform. 136'/ census provide the follow ing data 

for Tanzania:

TAUPE I J o . i n  Percentage to
Mi 1110ns: tc^al population:

1. Non-urban or :rural population 11.54 9^.7

2 . Population of Towns (urban) 0.68 i)-5
3. Population of former Townships 0.09 0.8

Sou roe Censor, of Population T ) b J .

12.31 100.0



- J -

I t w ill be further seer, that the population concentration among towns

is uneven with Bar-es-Saiaam, accounting for a major share o f population

TABLE I I  

NAME OF TO'iGi: POPULATION

* * T fTW/ПГГ'/ujiw iw ■:) .0
: POPULATION:

iO'i ¿iL
P0RJLATI0N:

1. Dar-es-Salu&m 272,821 40.2 2.2

2. Zanzibar 68,490 10.1 0.6

3. Tanga 61,058 9.0 0.5

4. Kwanza 34,861 5-1 0.3

5- Arusha 32,452 4.8 0.3
6. Moshi 26,864 1.9 0.2

7. Когоgoro 25,262 3.7 0.2

8. Dodoma 23,559 3-5 0.2

9. Iringa 21,746 3.2 0 .2

10. Kigcma 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 o f population 1967.

Dar-iis-Salaam has a very heavy concentration o f industries followed 

by Arusha, Kwanza, Moshi and Tanga. I t  has been the concerted e ffo r t  o f 

the Government o f 'Tanzania, to disperse industries especia lly  to other 

parts o f the country. This has been sought to be achieved by locating 

a few large industrial units which are just a handful and which have long 

gestation periods, Hence during the th ird year plan Government proposes 

to 3et up plants or expand the follow ing sectors:

Spare Parts and Capital Goods 

Bicycle Project 

ALAF Expansion 

UBUNGC Expansion 

Kocya Earn-. Implements 

Kotor Vehicles Assembly 

Wire Cables
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Chc~ic.il Tat u 'tr ie s  

Fharrr.aceuvicais 

L'at erge.it s 

Faints 

Pyrethrum 

Natural Gar,

Petroleum Refining

Wood arid Paper 

Pulp and Paper M ill 

Printing Press

Non-Metallie 

Cement

Food Processing

Sugar

Tea

Fruit Canning

Moat

Milk

Live Stock Products 

Beverages

Cashew Nut Processing 

Textiles  and Garments

Expansion of existing m ills  and new m ills at 

Kusoma, Morogoro, Tabora, Mbeya, Ubungo, etc.

Shoes and Leather and Leatner Goods:

Expansion of Moshi Tannery, Morogoro 

Complex, Mv/anza Tannery

Sisal Processing

Expansion of existing plants.

Source -  I I I  Five Year Plan -  Government o f Tanzania



V/

This pattern 0f  yrowtn cannot adcev.aicly ¡r ive  fu l l  benefits  to

the vast popilat 10:1 in the in te r io r .  Tne Government o f  Tanzania is

fuil.y aware o f  this and hence the prop-a^ne o f  in d u s t r ia l  zing rural

areas through the vehicle o f  c-ual 1 in'3,:r;î: ri cr, ' ny low capital and

simple technologies has bee; taken up.

As a result o f sustained nnd systematic e f fu r ts  made cy the Govern

rr.ent o f  Tanzania the contribution to G.D.P. from the industrial sector

has been considerably increased.

r,'ADLF H i
MANUFACTUR 

YEAH Si TTC F G. D
IKG PERCENT T O T A  
.P. ANNUAL CHANGE: C. D. P

( in  million shs. )  
L PERCENT OK KANU- 
. FACTORING SECTOH

TO TOTAL G.D.P.

1967 971 8.7 6,735 8-5

1968 64B 13.4 7,182 9-0

1969 742 11.4 7,460 9 - 9

1970 828 11-5 8 , 2 1 3 10.1

1971 937 .13.1 8,345 10.6

1972 1,159 23.6 10,130 11.4

1973 1,332 14.9 11,531 11.6

1974 1,482 22.2 1 4 , 0 1 0 10 .6

1975 1,774 19.7 16,988 10.4

'976 2,047 15.4 20.354 10.1

1977 2, 16 18.0 25,040 1.6

Source -  Annual Economic Surveys.

As a result o f th is  increase, production of floods has increased

considerably. Industrial output at current prices increased from

o h  3  « 2,047 million in 1970 to ohs. 2 ,4 16  m illion in 1977 reg is ter ing

an increase of

Velue added production increases in selected industries:



( Value adlod in she.000

m .

1. Food processing 75.202 227,566

2 . Beverages 13,670 58,682

3. Tobacco - 82,545

4* Cotton T extile 21,164 198,654

5- Wearing apparel and shoes 8,641 39,213

6. Leather 3,770 22 121

7. Wood Products 16,499 20,399

8. Furniture 3,836 20,960

9- Paper, Printing ana Publishing 7,462

CO 0

10. Chemicals 17,367 161,361

11. Rubber products 1,525 43,614

12. Fetal and Fetal Products 34,454 57,606

13. Non-metal Products 3,397 36,294

14. Kotor Vehicles and Transport 
Equipment Assembly 6,186 43, 632)

3 1 , 341)

15- Others 6.339 38,709

215,234 1 , 156,652
2 B 3 s a B 3 = a 3 s a a s s a s s 5 = z c s 2

Percentage increase o f production over the period was 437-4^

Source -  I I I  Five Year Plan, Government of Tanzania

Apart from the fact that the production recorded above is  not adequate 

enough to meet the growing needs of the people from a per-capita point o f 

view, the question often asked i3 "how far these benefits percolated to 

the vast rural masses?" Especially with the vastly undeveloped tr: 3port 

system, the answer is  not very encoi waging. The prosperity o f the agri

cultural sector and the tremendous purchasing power with peasants as a 

result o f remarkable expansion in cash crops like cotton, coffee, tea, 

tobacco, cashewnuts, sugar cane, o i l  seeds and pyrethrum, created a 

c r it ic a l gap t c  meet the increasing consumption needs o f the people.
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The need fc r  a r.sw lock: at the strategy o f  industr ia liza t ion  has 

been lucid ly slated ty President Nvcrere m  the fo llow ing words:

"In the . ast we have eften r.sde ;e mistake o f  ta k i : g large leans 

to buy machinery required fo r  producing the sophisticated products 

needed for export and then using the Machines to produce the simple 

goods we need fo r  ourselves. I h i r  is  wreng . . .  We roust ioo.c at our 

real needs and then see how far they can be met by t i e  use o f  labour 

and simple machinery disregarding the methods used in Hamburg, Tokyo,

Toronto or Detroit ..........  A l l  our v i l la g e s  w i l l ,  sooner or la ter ,  require

Bimple wood and metal repa ir workshops fo r  ploughs, b icycles, m illing 

machines and so on. This need to use technology which is  appropriate 

to our .needs and whicn we can afford cannot be emphasized too strongly.

We need to expand our agricu ltu ra l output. But we cannot afford to de

pend upon tractors to do i t  with. Tractors are quite complicated 

machines and have to be imported, they cost ever increasing amounts o f  

foreign exchange But we have within the country something like 

15 million heads o f c a t t le .  And we can afford  to buy oxen -  ploughs 

-  indeed we are making them. We need to transport the crops and other 

things we produce in the v i l la g e s  from one place to another. But why 

do we need to think in terms o f  lo r r ie s ,  when the goods are being moved 

a few mile3? Donkey or oxen cartB could carry the crops. -  The v i l l a g i -  

zation policy now makes i t  eas ier fo r  us to advance through teclmoiogies 

appropriate to s e l f - r e l ia n c e " .  (Extract from his speec . in the closing 

session o f  the third parliament).

B. UTILIZATION 0? P3SOURCES

The inadequacy of the pattern o f  concentrated and centralized 

l r rg o - f irn  production outlook in developing countries o f A fr ica  needB 

no emphasis. Untapped resources against which iro n ica l ly ,  poor communi

t ie s  eke out uneconomic le v e ls  o f  sustenance, are p len tifu l in these 

countries.

For example, Tanzania at present does not have enough of 

food gramB, having had a bumper crop in maize and paddy. They are 

piled up in v i l la g e  yards. Is  i t  possible to prococe these grains 

only through a handful o f large m ills  involving heavy transport costs? 

or is there not a better way to provide v i. lagea  with small grain m ills , 

thus augmenting the rural value added content of production. The same
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argument Blands valid far  cash crops ever though in a lesser measure 

due to techno ; cal i trdtationR.

Tanzania has abundant resources m minerals iiKe clay, gvpsur., 

lime, dolomite, r e f t  stones, kaolin, fu l le r s  earth., mica, coal, sa lt,  

quartz, glass, sand, ea lc ite  among others, not to mention iron ore, 

diamonds, natural gan, s i lv e r  and t in .  '1 ner minerals have a b ig say 

in the every day like c f  people, vihile some o f  the very minerals which 

are processed are imported fo r  industrial uses under brand names. To 

s i te  one example gypsum is  not used merely fo r  the manufacture of cement 

but is  required as p laster o f  pariF in hospitals fo r  moulds , and also 

fo r  making chalks. Lime can be calcined in a .'mail k iln  made out o f 

bricks right at the place where i t  is  mined by using local fuels. In 

short, there are multiple means o f  u t i l i z in g  this wealth by the v i l la g e  

through appropriate technologies o f  production. Hence there is need 

fo r  introducing simple techniques o f  production at rural leve l 3 to u t i 

l i z e  these resources not only to increase the rural income but also to 

meet the c r i t i c a l  needs o f  the large industry sector i t s e l f .  The Govern

ment o f Tanzania has takon successful stops to introduce a var ie ty  0$ 

these technologies in the v i l la g e s  l ik e :  lime k ilns, brick making, 

v i l la g e  pottery, f ru i .s  and vegetables preservation, production o f  methane 

gas out of animal waste, building materials from a l lu v ia l  aoilr. and lime, 

etc .

The position o f  other developing countries as far as u t i l i z a t io n  

o f  these resources is  concerned w il l  d e f in i te ly  ca l l  fo r  an approach 

to u t i l i z e  them at rural leve ls  ( technology) and at rural locations.

The u t i l i z a t io n  o f  s k i l l s  and upgrading them in rural locations to 

meet the increasing needs o f the people provides a strong argument fo r  

a programme o f rural indu str ia l iza t ion . These s k i l ls  are ava'-'able in 

the form o f cobblers, blacksmiths, carpenters, brick makers and those 

engaged in handicrafts. To s i te  the case o f Tanzania again, a recent 

eurvo.y revealed that there arc around R()0 cobblors who are making leather 

goods in various regional locations. A better programme would entail 

mobilizing them for e f f e c t iv e  production o f  goods for  the rural masses.
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Economists a ll over the world have increasingly rea l' :ed the mis

leading meaning o f the poi'-capxta income even though i t  is  an e ffe c t iv e  

tool to assess economic progress. Nevertheless, the uneven nature o f 

thiB income distribution among regions has been the cause for much 

social and p o lit ica l in s ta b ility . Even i f  agriculture is  prosperous, 

i t  leaves the peasant id le  during o f f  season. And yet the situation in 

many o f the developing countries is  that there is  a need to supplement 

the income o f the farmer. For th is purpose i t  is  necessary to in tro

duce labour-intensive methods o f production which require leas capital 

and know-how intensity. For a balanced growth o f the economy and deve

loping backward areas an integrated programme o f  rural industrialization 

is  a "must". Hence many c f the developing countries are taking up pro

grammes beyond the metropolis in so-called "unviable" tracks even at a 

cost to meet this dire need.

D. THE rEVELOrifINT ETFQS

Either by deliberate policy . by evolution o f circumstances most 

o f the African countries have been working out development models which 

have th eir soc io -p o litica l meaning. In other words they are "coming 

into th e ir  own". Developmental e ffo rts  are undoubtedly so designed as 

to give maximum benefits to the people and also to make them e ffe c t iv e ly  

participate in these endeavours. In the context o f th is  h istoric  growth, 

industrializing areas through a few large industrial units cannot hold 

on for long, as i t  makes the people non-participatory in outlook. Hence 

in countries which have adopted grass-root planning, the development o f 

v illages  has a pivotal place in the entire scheme o f planning.

For example, Tanzania has taken to integrated rural development 

which is  based on socialism and se lf-re lian ce . The entire country is  

being organized fo r  planning purposes into Ujamaas or in other words 

V illage Communities which are legal en tit ie s . The entire developmental 

a c tiv ity  w ill be not only around these v illa g e  governments but w ill 

emanate from them and fo r  them. Benefits w ill be shared by the Community 

members in common. Co far 7,000 sues v iilagos  are registered and plans 

are devieed to bring them to active participation in national e ffo rts  o f



rievclop::.s:;t. ~r. i s i_  i . : ; r i :e '* uppr-hc i, the rural in dy r tr ia i iza t ion  

progra-u.-.» 13 ?_n e f fe c t iv e  .. ;r-.d;crit.

The mode-1 'c r  cln:.; .. , have th is element o f decisiveness

and responsifcil: ly . 3y ar.d large, the need for  .-raking the rural masses 

partic ipate m ihe.r duvoiop.-ntrii i i  a f e l t  need, applied to varying de

gree t,y the developing countries o f  A fr ica .

E. RURAL EXOT.j;:

Even though unemployment on a large scale is not very d iscernib le  

in African cour. t r ie s ,  they ho «ever experience the migration o f  rural 

people to tov.-n:; r.r.d c i t ie s .  Thm resu lts  in d islocation  and temporary 

unemployment. Tary o f  the African countries want to in s ta l l  a develop

ment 3.ystem in '..-'rich the greater grographical area that is  rural, is  

made a ttrac t ive  .vud to a great extent self-contained. The traumatic ex

perience o f many developed countries in th is  regard has been a strong 

lesson, which th-.y v,_yi to avud . Countyicu l ik e  Tanzania have already 

begun experiencing th is  problem.. A strong element o f  appropriate in

dustr ia liza t ion  -r.d vocational involvement through a programme o f  rural 

industr ia liza t ion  is  taken as a remedial programme in thin context. 

Through this approach fu l l  employment is  attempted at the v i l la g e  level 

i t s e l f .

v .  l im it hT. .-.rhe;.-;

The need fo r  a. p.ogra..:i o f  industr ia liza t ion  in countries

l ik e  India, Bangladesh, etc . has open f e l t  because o f  heavy population 

pressure. The log ic  for  such a programme espec ia l ly  in the use o f  small 

capacity technologies m African countries is  due to th e ir  limited 

markets. "Mans production pattern" becomes d i f f i c u l t  unless there are 

assured export outlets. Hence they have tc resort to production for 

masses, t -.rough the development o f  sr..al 1-sca le  -and rural industries.

G. PRQyisi’ 3 iptht market r. r .r h a h k c ? apt a
There arc certain trad it iona l handicrafts which are dependent on 

indigenous s h i l ls  -which have ever increasing export markets m developed 

countries. Thi . is  tne case with ilaksr.dn Carvings o f  Tanzania, export



o f  which a'r. ne war. to the time o f  .:hn. ?,<■•)? - r  I lv .r .  in 1 177-Y'r-- Other 

handicraft:', wh 11 . have expot t appeal s r ' ivo ry  carv ings, w >d product:;, 

mat weavin';, cm r .-in<) other f ib r e  p r . i i sc to, fa:.-foo , tens, t i e  and dye 

tex tile s  to '."ji-ir a few. [¡eve! upnent o f  t heso rural induelrten /;i vea 

its  own benefit,:: to the nation,-.’, ocor.i.-piy. Hence a programme o f  deve

loping hand 1 c.raf t th r ou / ; h  v a n  our. promo tiona ! mean:: har. beer, taken up 

ae separate measures in various countr ies .

iv. i.’in r : ;  amp Tin-: plauK of t if?: i t u t i omai system

A. iw p .it :;:

Inputs required fur a successful programme for industria lism ,1; rural

areas could be enumerated ar, under:

1. Imral industr ia liza tion  is  often termed a3 a movement and not ar: a 

program:»«. This underlies the need fo r  active  p o l i t ic a l  support to 

the programme which alone w il l  ensure adequate mobilization e f fo r ts  

and f'\ ve correct orientation  to thr; socio-economic f;oais net fo r  

achievement. In other words Lne bureaucrat cannot provide the 

net Li n/; and the inspiration however e f f i c i e n t  tie r,.iy be. This leads 

to the clear cut >;o ve mm'nt policies: /;ivin.q the required emphasis to 

the programme o f  rural . . . lustr ia l iza tion .

?. In frastructure (roads, p- weT water, e t c . )  for a larp;e-Hcale unit 

_is Ini l i t  into the project i ten I f .  Pural units w i l l  come up only i f  

in frastructure is. ava ilab le . fence, rural units, arc taken to growth 

points whore these in frartruetures are availab le . The' noL only 

re la te  to uti 1 H ie s  required for  the projects but such fa c i l i t ie s ,  

l ike  health centres, hanks, etc. which are required b,y rural people.

3- Correct planning and a program:!,i nr: nechnn i sn: should be availahlo. 

This alone wi l l  i ' i  ve linkages to the national institutions.. An 

integrated approach is r l i f fo rcn t fsor. a one • ler  approach, '.he 

foriier takes entire rural development as a whole.

4. f/ohi 1 i r.iLinn o f e f fo r t s  is essential for tl. i s programme. Many

attempts have f ai l ed because the li-rnf i e 1 ar i es worn desi ntercstnd 

recipients who oi the: •' i " not have unvtf:: nq to contribute nor iroti-

i
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vations to appreciate the programme. I t  is  net the amounts invested 

in the programme alone that bring recuits but enthusiasm generated, 

has a big say in the matter.

Finance is  undoubtedly a basic requirement. This may be loans or 

grants. The developmental outlook o f the financia l institu tions is 

a crucial fpotor.

Know-how must be made availab le. The place o f  appropriate technology, 

and its  development and implementation are s ign ifican t to success.

Worksheds could be in tr.t for,., o f individual sheds or in clusters.

The la tter is  popularily known as industrial estates.

Sk ills  must be made availab le. This involves a comprehensive 

training programme and such other techniques to develop s k ills  like 

Training -cum-Production Centres.

Research and development o f prototypes.

Economic services ir the form o f  surveys, project id en tifica tion , 

write-ups, fe a s ib il ity  studies, etc.

Management guidance and counselling.

Arrangements fo r  quality control, formation o f standards, testing 

fa c i l i t ie s .

Marketing assistance as well as market research information.

Various types o f incentives lik e  concessional in terest rat 

sid ies on investment, and equity participation , exemption from t i i » s ,  

relaxations from customs and import duties, transport subsidies 

especially on bulky raw materials, payment o f loan on easy in sta l

ment basis with grace period, cu inght grant fo r  project preparation 

work, concession in power rates, price sujport, reservation o f  pur

chases from rural units, etc .

Adequate Institu tiona l arrangements for administering the above 

fa c i l i t ie s .

(a ) Policy -  Rural Industries Boards/

Regional Committees.

(b ) Programme

Implementation

- Extension Organizations 

multifaced or single faced
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1 aurenec L. Barber (quoted e a r l ie r )  emphasizes the need fo r  in

stitu tion  s a о under.

"A l l  countries do have, however, a mass o f  organa?ed action intended 

to provide spec if ic  support to industry. This support is  carried out 

through a variety o f  in s t itu t ion s  which part ic ipate  in the ргосезз o f 

transforming a government• s economic hopes into operational industrial 

plants producing cap ita l and consumer goods. Those projects and

actions require instruments o f реггопз and other resources to carry them, 

out. These resources must be organized, in a form which we cn’ l  in s t i 

tutions. Thus, the ultimate too ls  o f  the entire  process and o f economic 

development as a goal, are these implementing in s t itu t ion s" .

Typer, o f  inst itu t ions  and th e ir  various goals h-ave been mentioned 

already. .Vast o f  the developing countries in A fr ica  have one or more 

o f  these inst itu tions. They are very much conditioned by the develop

mental goals set out by these countries. We shall now analyse the frame

work and e f fe c 41 veness o f  these instit- tio.ns and how fa r  ■“’here is  need 

fo r  change, i f  so, in what direction?

V. PRESENT APPROACHES

In thi s  section cares o f  Tanzania, Kenya and Botswana are described 

fo r  the purpose o f g iv in g  a fee l to the ensuing discussion. Elaborateness 

o f  the case depends on the material that was ava ilab le  to  the author.

T AN Z Ah'I A

Tanzania has been experimenting with rural industr ia liza t ion  and 

building institu tions aver since i t  became independent. To start with, 

a number of cottage industry projects were handled by the Ministry o f 

Commerce and industry. Ac a programme, this lacked cohesion and i t  

was more or loss a col l ect i on o f  a few projects. In 1 9 6 /, the National



J.11 Industrie:; Corporation wm launch'd tc deal with not only projects 

ini alco to provide es s ir . '-;c . o f a nature- However the e ffo rtc

o f th is Corpor A.-on rocultcd in ihe esta1, idhmsnt o f  worksk ps, thereby 

-oGaining the character o f e. "p ro jects managing1’ corporation. The fin a l 

breakthrough erv.c in Hovombfr 1973 when the Small Industries Development 

Ci gunieation was formed by an Act o f Parliament with a comprehensive 

..i.ndato and icu!: loo profra-rmc from a co llection  o f projects to structuring 

-n e ffec tive  agent dealing with err.all-scnle and rural industry programmes 

i. i  r. national leve l end disassociated i t  fror. roerely manning projects.

I ves S liO 'o area o f vmrlc re la ies  to the promoticn o f  a l l  industries that 

-..re not o f a larga-ecale nature or run by other corporations especia lly  

ho National Development Corporation. A email industry has been defined 

■z or.c which ie  within the capab ilities  o f the people. Hence c r ite r ia  

_ko lnvestmrnt and employment are not followed. With the exception o f 

■ few lerge-ecale plants, the rest o f industrial a c t iv it ie s  f a l l  under 

uTIO. Rural industrialisation is the most important assignment given to 

hi I'D, so that i t  heaps pac3 with the rapid progress achieved in the 

<v illa g isa tion ’ programme.

The functioao o f HIEO could be enumerated as undert

1. Planning and programming fo r  email and rural industrial development

2. Providing oconcmic services both to the Government and to entre

preneurs in conducting industry nd area developme i surveys, 

project write-ups, fe a s ib il it y  studiee, co llection  o f s ta tis tic s  

and information and fin a lly  act as consultants.

3- Providing tochnioal services in the form o f furnishing know-how, 

da3i,r>; o’ ra/ir.voj layouts, processes, machinery details, raw 

material ores and u t i l i t ie s  e.s also standards and quality control.

4. Provision o f train ing In s k il ls  and transfer o f technology.

5» Provision o f machinery and equipment on Hi~e-Purchase basis, 

assisting in thair procurement, supply o f raw materials and 

tools, marl-, at in g and market research assistance.

6. Const 1 action and organisation o f production in Industrial Estates.

7- Prevision o f common fa c i l i t y  services to small-scale unite.

0. DovoRp.nant o f hand;, cra ft a through a national programme under 

the Haulicrafts Development Corporation o f Tanzania.



During 1367, the number o f industrial establishments in Tanzania 

(employing 10 persons end acove) v;as 431 which increased to 459 in 197'»»

Gross output increased from Shs.1,315 m illion vorwh o f goods to Shs.3,887 

m illion and employment rose from 34,5^2 to 70,315* CI" these 459 units

around 400 o f t err. are rea lly  small factory type units employing 10 to 

50 persons. In 1975 SIBO conducted a census 01 smaui-scuie units which 

counted 1,742 unit3 in th is  sector besides 6C0 artisans who are engaged 

in trad itional handicrafts. Those units produced goods worth She.297*5 f i i l l ic n . 

There has been some marginal over-lappings in the count. Nevertheless, 

this gives an idea o f the size o f the sector.

Attention to industrial dispersal throughout, could be 3een from the 

spread out o f these 1,742 units in a l l  the 20 regions (given in Appendix A 

attached). Dar-es-Salaam accounts fo r  448 o f these units.

According to the current programme o f the organisation i t  proposes 

to establish around 1,000 small fac to iy  units (940 to be exact) which w ill 

be located in the in ter io r  and backward regions as also in the advanced 

regions. The number o f units in the backward regions are heavily t i l t e d  

so as to provide the much needed balance in development and w ill  also 

u t iliz e  in a substantial scale loca l resources and sk ills . Industry-wise 

the position c f  these units are given rs under:

-1?-

No.of Units Located in

Total
Industrial
Estates

Food and Food based iterne 120 7

Clothing and apparel 144 32

Building material 172 30

Transport related items 67 13

Household items 204 34

Educational i ccuiren.^r.tu 94 23

.lealth and Hospital requirements 24 3

Agro-bascd items 82 27

Defense stores 18 -

Others
940 174

Source -  SIBO
■ as«« ■aexs
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These j .‘O items beicr.g to 320 di s t inct product iir.es. At present 

these are only at the proposal stage and are being given f in a l  touches. 

Tue situation i:t the f ina i stage may pe- taps change. Ihir. however g iv e 3 

the idea o f  massiveness and ti.rust o f  the programme towards backward 

areas where the majority o f  these units are l i v e ly  to come up.

An important element o f  the programme comes under the Industriell 

Estate scheme. SI 1X5 has already completed three industr ia l estates with 

45 sheds and units working in many o f  them. At present 11 industrial 

estates are under various stages o f  construction. These industria l 

estates w ill  ultimately set up 174 units (as under) which excludes data 

for  f i v e  more industrial estates proposed.

Nc. o f  Units

Dar-es-Salaam 18* (2 1  sheds)

Arusha 5* (10  sheds)

Kigoma 14**

Ir inga 10**

Kochi 14**

Lindi 12**

Tanga 10**

Bukoba 1Û

fit war a 16
Kusoma 10**

Shinyanga 9
Singida 10**

Songea 14*

Sumbawanga 10**

Tabora 1 2 **

* These Industrial Estates are completed and functioning

** These are in various stages o f  completion.

Source SI 1X5.
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The programme is  to set up 20 industrial estates, one fo r  each 

r e g i o n  which w ill act not only as a central point accounting fc r  pro

duction of goods tut as a spring beard in the tota l rural in du stria li

zation scheme of tne entire region provi 'ing such fa c i l i t ic  •• like 

corttcn fa c i l i t y  service, training c f  s k ills , development o f prototypes 

and linkages with sim ilar units coming up in the region. Thus a to ta l 

national network has been planned and SIDO has gone a long way in imple

mentation. Excepting SC or JO units which w ill come up in the f iv e  

major towns, the rest c f the units are coming up in the central growth 

points o f each of the backward regions.

Apart from the mechanism o f industrial estates which has been 

e ffe c t iv e ly  brought to play a decisive ro le  in rural industria lization  

d irec tly  or ind irectly, promotion of projects are so designed as to 

g ive them widest spread out as possible. Thus out o f 940 units, SIDO 

has completed fe a s ib il ity  studies sc -<'ar fo r 280 projects, out o f 

which 120 projects ore in various stages o f implementation. Only about 

40 o f these projects ara in 'urban locations while the rest are in rural 

locations especially where raw materials are located.

As regards rural small units, SIDO may have co set up at least 

3,000 units in the coming 4 years, to cover only a part o f the registered 

Ujamaa v illages . These are small unit3 o f which some o f the categories 

are; Carpentry', biacksmithy, leather-based items, handlooms, readymads 

garments, lime t.d  lime-based items, gyj um products, pott ly, country 

t i le s ,  water pipes, flou r m ills, small fabrication shops and agricultural 

implements.

The Handicrafts development programme is  a fa ir ly  organized one.

A census conducted by the Handicrafts Development Corporation revealed 

that there are 31,000 craftsmen in 11 categorized areas. The programme 

embraces extension assistance to these craftsmen in the form o f training, 

upgrading o f sk ills , supply o f inputs and marketing th eir products 

through a chain o f m arketing centres.

In keeping with the soc io -po litica l outlook in development, promotion 

o f rural enterprises are done with preference to public institu tions liwe 

D istrict Development Corporations, Ujamaa V illages and Co-ooeratives. In



in tnc total fram'¿work o f institu tions SIIX) is  not the only orgar.ization 

engaged 1:1 rural industria lization . The Prime Minister* s O ^ico with its  

network c f around 37 D. s tr ic t Do vole pr.or.t Corporations and a l i t t l e  acove 

7,COO registered v illa ges  play a prominent ro le . Tnis organization has an 

extension framework with technicians or rural experts in d ifferen t trades 

in each region and in some o f the d is tr ic ts . V illage o ff ic e rs  are being 

posted to v illa ges  with a view to stimulating rural industria lization  pro

grammes. During 1977/70 the Prime M in ister's O ffice  a llo tted  Shs.8.6 m illion 

fo r  these tiny small-scale units in rural areas.

The work o f various agencies is  co-ordinated at the V illage Council. 

D istrict Development Committee and the Regional Development Committee 

leve ls , where specific  plans fo r  each year are formulated and implemented.

In fact SIDO's hire purchase programme is  primarily meant for rural units 

only and is  co-ordinated through the D is tric t and Regional set-ups. By- 

March, 1978, SILOs hire-purchase fund alone disbursed loans worth 

3hs. 7.8 m illion to 130 parties.

Financial institu tions lik e  the Tanzania Rural Development Bank 

and the National Bank o f Commerce also play a very s ign ificant role in 

providing various types o f funds to rural enterprises. Their operations 

are linked with the f ie ld  organisations mentioned above. Specific data 

on their lending operations are not availab le.

Development o f appropriate technologies through training as well as 

technology transfer agreements known a3 B ister Industry Agreements with 

foreign countries, is  one o f the keynote functions o f SI DO. Under the 

S ister Industry Agreements technology transfer fo r 58 processes are 

currently being implemented. Besides 9 training centres for basic 

training lik e  blacksmithy, carpentry, ceramics,, bamboo products, etc.

SIDO is  currently running Training c.n Production Centres in the fo l 

lowing trades where the trainees not only get trained, but they also 

produce goods. These include: o i l  extraction, fru its  and vegetable 

preservation (v il la g e  type), pottery and ceramics, ta ilo r in g  and garments, 

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

] ime burning through k ilns, leather products, puzzolana out o f lime and 

a llu v ia l so il, coir products, and handmade paper.
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The Handicrafts Development Corporation haB on the othor hand undur— 

taken programmes in upgrading sk ills in the following craftlinea«

Wooden carvings (Mako de), u tility  wooden carvings, horn products, 

batik printing, tie end die printing, fibre products, snanga (Massi type) 

sissl products, magunia craft, basketry and ceramic art products.

KENYA

(information for this section has been takeri from the paper of Mr.Per Kongstad 

of Center for Development RoBSaroh, Copenhagen).

Kenya веете to have a very compaet and selective approaoh to rural 

industrialization as is  evidenced from the above-mentioned paper* It  is  

operated under the Rural Industries Development Programme in whiofc donors 

like Denmark, NORAD and SIDA have provided teohnioal and finanoial 
assistance.

According to the organisational set-up the Ministry of Finance and 

Planning and the Ministry of Commerce and Industry are at the apex in a 

supervisory capacity. According to Mr. Kongstad tha linkage with the 

plan which theee Ministries control is  not very intense and it  ie rather 

administrative. Ae stated in the paper "the RIIF was started in 19/1«

It was however not mentioned in the eeoond development plan 1970-74 and 

never became clearly incorporated in the overall industrialisation policy*'. 

Whatever may be this weakness in linkage, the model available has a certain 

amount of compactness. "The programme was originally designed as an exten

sion source programme with emphasis on sk ill formation and fie ld  extension 

to as many small rural workshops as possible". This programme was however 
placed under the Kenya Industrial Estate, as the managing organization of 

the network under RIDP. The K1E in its  extension assistance has a oertain 

amount of "Bpeoificnese" since it has a programme to give "physical" 

assistance to eupport modern emall-Boale and medium industries in urban 

areas through the establishment of industrial estates. The KIE haa a 

project-oriented approaoh and was keen on establishment of mini industrial 

estates, inetead of giving an all-embraoing framj to the extension structure. 

Ae a result of thie interaction, the RIDP h«e taken up the contours of an 

industrial estate (workshop approach) and extension servioe which is 

straight-jacketed to the soheme. The RIDP4e functions are as under«
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1. Technical an i managerial assistance and advice to rural entrepreneurs 

in areas covered by P.ITCs

2. Pinar.cial a: ùstance to such entrepreneurs 

3« Technical service fa c i l i t ie s

4. On-the-job training fo r  entrepreneurs

p. Engagement temporarily in production in case o f new rural industry 

6. Iden tifica tion  o f new rural industries and preparation o f fe a s ib il ity  

studies

7« Finding suitable entrepreneurs and assisting them

8. Recommending the degree and method o f financial participation by 

Kenya Government in each project

9. Ensuring the implementation . f  the project.

For the purposes o f implementation, four Rural Industrial Develop

ment Centres, namely Embu, Kakamega, Machakos and îiyeri were establisned. 

Even through these RIECs were designed to give general promotional 

assistance, eventuelly i t  came to the brass tacks o f input assistance 

and performance. I t  was found that catering a widely scattered c lien te le  

with more litera tu re and advice and less time-bound concrete resulta was 

not very congenial from a result-oriented point o f view. The concept o f 

Industry Promotion Areas for these RIDCs became evident. Ever, though 

Hr. Kongstad d iffe ren tia tes  between an IPA and a mini-industrial Estate, 

the subtle differences are very thin. IPA also consists o f sheds for 

c lien ts  and workshops in a lustered manner. Product prototypes are 

f i r s t  developed in the workshops and projects are prepared. The loan 

committee provides the funds and training is  given in bringing up the 

plant in these IPA3 in an integrated manner. In a l l ,  60 to 70 proto

types have been developed and adapted, cut o f which 20 have gone into 

product ion.

RIDC Machakos has helped 40 to 50 c lien ts . The IPA Machakos con

sists  o f four blocks with 23 modules and shelters fo r  13 entrepreneurs.

In the beginning o f '177» RIDC Machakos was assisting 1p clien ts (5 wood 

working, 8 metal working, and 2 ir. ta ilo r in g ). The Centre constructs 

sheds, provides loans, supplies raw materials and.gives management 

training and advice.

The Kakamega RIDC apart from giving general assistance also
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establiched a ceramic plant and a email-scale sugar plant. Nyeri KIDC 

haB a more responsive area. Unlike the other twe, th is  hi DC was not 

converted into .. mini ird u c tr ia l  estate and does not have on IPA. This 

unit has catered to 40 pro jects  by mid '.976 .

This model outstandingly stands d i f fe r en t  from the e a r l ie r  one.

BOTSWANA

(information fo r  th is  case study is  taken from the paper presented by 

Nr. J. t e r  Haar dated 5 May 1975 to UNIDO -  ID/wc/207/7)•

At the time o f  independence in 19 6 7* Botswana's economy was agr i

cultural in nature. However mining operations and tourism developed in 

a b ig  way. The benefit o f  these enterprises has had only a marginal i

e f f e c t  on unemployment problems. The programme o f  rural industr ia liza t ion  

was therefore aimed at taking the bene fits  o f  in du str ia l iza t ion  to the 

vast rural areas and the major population located in these areas. The

entire  programme was aimed at promoting loca l entrepreneurship to start . .

small-scale and rural industries. The Botswana Enterprises Development J

Unit (BEDU) was set up in 1973-

Assistance given under th is  programme are as under:

1. To assist the establishment o f  fu l ly  v iab le  enterprise owned and > ■
>

managed by Botswana entrepreneurs

2. To create new employment opportunities in both urban and rural areas *

3. To u t i l i z e  loca l resources and s k i l l s  j

4» To rea lize  more equitable d is tr ibu tion  o f  income between urban and .

rural areas

5« To increase more equitable d istr ibu tion  o f  income between urban and :

rural areas

6. To increase the d irect part ic ipat ion  o f  Botswana entrepreneurs in the *'■

development o f  the country. P

This model is  character is t ic  o f  a pro ject approach without the trappings 

o f  a general extension service linked to a to ta l  plan. The s tr ikes  ax in

dustria lization  however are purposive and ere der.;i,pied to produce resu lts  

in a given time. Uni ike the Tanzanian model i t  has no panoramic view of 

an a l l  embracing indef ini t e  future, but rather as a system which grows 

and Vagins i.viving by i t s  own vol i t i on.  I t  has the de f i ni t e  trappings of

a service structure.
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EEHJ constructed industrial estates consisting o f 10—15 workshops 

and rented it  to c lien ts . Those workshc 3 have a EEUJ o f f ;  ;e and 

common service fa c i l i t y  centre. A remarkable feature 1b that these 

workshops are o f a functional nature. The follow ing estates are in 

operation.

Gaborone Estate I -  Garment Industries and a llie d  products

Gaborone Estatu I I  -  Construction Industries and Building Materials

Mod. idi Esta'.a I  -  Leath m Industries

Kochudi Ectaio I I  -  Rural Tannery

Francis Town Estate -  Motal Working and Wood Working.

BEDÜ organizes technical training to ontrepreneura. These include 

workshot training apart from class-roc: sessions. The technical expert 

works with the trainee in the workshop and doeB not merely instruct. Of 

greater importance is  the management train ing. There iB also a fo llow 

up training conducted by the estate manager.

EEDU alBO provides a lease-purchase scheme to procure machinery 

and equipment and working capital aBsistanoe. Raw materials are pro

cured and supplied on credit basis.

Entrepreneurs are given information on improved marketing and they 

are also trained. BEEU also lia is e s  fo r  purohaces on behalf o f the 

entrepreneurs wiuh the government.

This programme o f assistance is  given as a package which contains 

a ll  the ingredients fo r  a successful Bmall-soale unit. The programme 

is  aimed at setting up viable email-scale units and its  phasis is  on 

developing local entrepreneurship. I t  has an urban element pI bo. Within 

18 monthB of its  operation, the programme was able to establish 12  

industries which employ 250 persons with an annual turnover o f 

US Dollars 700,000. No doubt care is  iaken in screening the entre

preneur and then providing a l l  the aBeistance to make the project a 

success, both promotional and by way o f inputs.



VI. CONCLUSIONS AND tKCOLLUlDA1: ICNii

A. Social content o f rural industr ia l ia .*tion, t he need fox commitments, 
Government po l ic ie s  ana c.car-cut u n / ra x o ;

Gunnar Eyrdai in his celebrated bock "Asian drama" pinpoints the 

metamorphosis o f  Asian soc ie t ie s  towards a greater d istr ibu tion  o f  the 

benefits of industr ia liza t ion  to the teeming m illions who l i v e  in 

v i l la ges  and whose numbers are s tr ik in g ly  overwhelming when compared 

to the microscopic minority in a few c i t i e s  and towns. Anyone who 

attempts at a corresponding "A fr ican drama" w i l l  have a more v iv id  

i l lu s tra t ion  o f  th is  transformation o; A fr ica  undergoing great social 

changes. Problems faced by African countries ju s t i fy  the need fo r  a 

movement to v i l la g e s ,  and industry is  no exception. A question often 

asked is  whether the sum to ta l  o f  e f f o r t s  at rural industr ia liza t ion  

cannot be achieved through a centra lized  and e f f i c i e n t  system o f  pro

duction at few points rather than thinning the developmental e f fo r ts  

into a vast geographical area. The answer i s  a c lear no, as the returns 

are neither economically a t tra c t iv e  nor s o c ia l ly  admissible. Moreover 

such a system a.-.ply dees not work witn the presont undeveloped condition 

o f  infrastructures espec ia lly  in transport. Even to l i f t  up the present 

leve ls  o f  development, a programme o f  rural industr ia l iza t ion  to u t i l i z e  

the untapped resources, develop trad it iona l s k i l l s ,  energies dormant 

areas and above a i l  make people part ic ipate  in th e ir  own development, 

has come to stay as an unavoidable ingredient o f  industria l planning. 

This has been analysed in the e a r l ie r  sections and some outstanding 

models have been sited.

Most African governments have exhibited p o l i t ic a l  w i l l  m varying 

degrees in th is  programme. This is  however not so expressly re flec ted  

in the structuring o f  the in s t itu t ion s  which have to work out the trans

formation, due to various reasons, even though these inst itu tions  are 

the f ina l determinants in ensuring success. We therefore come to the 

conclusion that th is commitment has to be intimately pinned to these in

stitu tions.

We have seen e a r l ie r  that with the bent p o l i t ic a l  w i l l ,  e f f e c t i v e 

ness o f the inst itu tion  is : ade anaemic because the ba3ic planning stra

tegies and programme framework scn.etn .cm leaver, the scheme o f rural in

dustria lisation to a scries o f  intentions unb-'iok<"d by p o l ic ies  reducing 

it  sometime!; to a slogan.
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of.

I t  is necessary that a government should spell out c learly  the ob

jectives o f policy and the resultant programme in it s  basic economic 

exercises especially the planning mechanism. Thi« must bo uacked with 

financial, fisca l and organisational suppurt fo r achieving given targets.

F irs tly  what the government means by rural industries must be 

clearly  defined, demarcated and dealt with in its  own righ t. This 

clear identity ia necessary fo r  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 Bhould n< * o© treated as peripheral plan. Iden tifica tion  could be 

done according to conditions available in the country. As far as possible 

some basic norms lik e  investment, employment, location, markets or tech

nologies should be adopted for administrative c la r ity . A uniform yard

stick is  clearly not possible.

Once the area is  id en tified  and objectives laid down, government 

must decide on the leve ls  at which this programme wi l l  c* implemented. 

Small-scale and rural industries, as we have seen, form the major com

ponent o f industrialisation from the point o f view o f resource mobili

sation and spread out o f benefits. Such being the case the Ministry con

cerned should have a defin ite  and clear cut portfo lio  o f work at the top 

leve l.

I t  is  advisable to leg is la te  the establishment o f agencies for 

rural industrialisation programme as thiB imbibes greater responsibility 

and e ffe c tiv e  authority fo r  the concerned organisation. As rural in

dustries permeat the entire Bocial spectrum, and therefore become re

flected  in the p o lit ic a l organ isations programme, i t  is  necessary that 

a commitment is  discharged through leg is la tion .

Ingredients o f th is policy includes!

1. An orientation in the educational system, training programmes etc. 

towards se lf-re lia n t technologies and overall b e lie f  in local in i

t ia t iv e . Thie w ill augment the specific  programmes with required 

enthusiasm and management material as an evolutionary process.

2. The public institutions and especially large establishments should 

be made to participate in theso national e ffo rts  in the form o f con

tributions in financial terms, organisation and sharing o f technolo

gies and research benefits.
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1. The mechanise, o f industrialisation should be taken as a whole with 

large end L.r.ali industries properly interwoven as bas;cally they are 

complementary in nature. The forward and backward linkages of the 

various sectors o f scale must be spelt out and directions must be 

given.

4. Government's contricution to infrastructural fac ilities , subsidies, 

grants and incentives according to required degree should be spelt-out. 
Rural industrialisation unlike the establishment of large industries 

ca lls  fo r  spec ific  governmental contributions especially in areas 

where no normal bankability of the activity is  possible and where 

investments give returns in the long run. This relates to construct

ions o f roads, making available power and water, subsidising trans
port costs, subsidizing rates o f interest, relaxation in taxes,etc. 

Making industries go to rural areas does require a certain push

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

5. Production areas for small-scale and rural industries should be re
served and in deserving cases protected in social interest.

6. Government w ill have to take certain unpleasant decisions on quality 

of products and standard? with a view to give in itia l spurt to these 

nascent industries t i l l  they cone of age.

Even though self-reliance is  an admitted policy of the developing 

countries, it  is  leas exhibited when it  cones to the lure of foreign 

assistance. Especially, rural industrialization is  considered as un

economic propositions which should be developed by overseas aid. Evan 

though this is desirable and necessary, i t  is  at the sane time advisable 

that the concerned Government makes its  own clear cut budgets for this 

programme for itse lf and to practice self-reliance. A large project is 

■ore amenable to add, provided it  does not affect the vital poliqy con
siderations of the Government. Lining up rural industries projects for 

aid, like second class material, has a self-defeating impact.

I



B. Nature and funct i c o f  the Inut ltutiuns

Institutions could be ( ! )  G-.>vcrrment-cwned or sponsored and (?) 

private owned ( ) combination of both. In between these t.iree categories 

we get varying grades o f  institutions in d ifferent countries. I he con

stitution of the Agency depends upon its  established objectives as well 

as the pertaining national perspective. We have sop:e interesting histo

rica l lessons from countries like India where the changing shades o f or

ganization are witnessed according to the maturity attained and the 

changed needs o f the programme. An rural industrialization is  often the 

by-product of social and po lit ica l .t,overrents, in i t ia l  organization is 

always government-owned and directed. The services are free and deve

lopment work i3 the main concern. This is  necessary to give a correct 

footing and required encouragement m the in i t ia l  stages. Once the 

movement grows and comes to its  own, the participants begin asking for 

their share which ¿s a healthy tendency. !hu3 Industry Organizations 

and Associations begin doing promotional work tnemselves. As present 

financial institutions m India from their own busmen point of view, 

undertake promotional work in small industries and even large susiness 

houses do so, out o f  their interest in ensuring markets. At ihe pre

sent stage in which the African countries are, government's in it ia t iv e  

is necessary and government institutions alone can give the required 

support.

A question as to whether the services should be charges or be given 

freo, is  interesting. A fu lly  free service has i t s  own defects, but 

this is unavoidable in the formative stages Charging o f fees depends 

on the degree of growth and subsequent response of the c l ien te le ,  their 

type, the internal growth o f  the organization and the composition of i ts  

purely developmental and commercial functions The trend should be to

wards charging of fees for the services.

As wo ha-,6 seen, while discussing the three models given earlier , 

i t  is  pertinent to analyse as to what extent the organization should be 

purely promotional and extension-oriented fund where it  should begin with 

managing of projects. Or can wc have a combination o f both?
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Nonr.ally we got the f o l l o w in g  to u r  t i e r s  o f  o r g a n i z a t io n a l  respon

s i b i l i t i e s :

1. P lan n in g  -  M in is t ry  o f  P le n n in g / P l in n in g  Commission/

P lan n in g  B o d ie s .

2. R egu la t in g  -  M in is t r y  o f  In du e try / M in is t ry  o f  F inanoe.

3. Prom otional -  M in is t ry  o f  InduBtry/Separate  Development
Agency.

4. P ro je c t  Implementation -  Separa te  Development Agency/Entrepreneurs .

Exper ience  Bhows th a t  combining a l l  the fu n c t io n s  w i l l  le a d  to oh aot ic  

s i t u a t io n s  in  management. The f i r s t  two a re  c a r r i e d  out by separa te  

agenc ies  and i t  i s  d e s i r a b l e .  The q u e s t ion  how f a r  the o th e r  two Bhould 

be combined depends upon the jo b  assignment under the programme. In  o rd e r  

V» encourage a  hea lthy  growth o f  en trep ren eu rsh ip  which í b  n ecessa ry  as  

an e f f e c t i v e  in g re d ie n t  o f  development, i t  i s  n ecessary  th a t  the promo

t i o n a l  agency Bhould not meddle w ith  p ro je c t  implementation except f o r  

demonstration o r  prom otional pu rposes . The u lt im a te  aim should ue that  

prom otional work u l t im a t e ly  d i l a t e B  in to  the hands o f  the o rg a n iz a t io n s  

o f  en trep ren eu rs .  I f  t h i s  p e r sp e c t iv e  i s  taken , the q u e s t ion  o f  mixing  

up and c re a t in g  vested i n t e r e s t s  in  the promotional agency i t s e l f  doer 

not a r i s e .  However id e a l  t h i s  s i t u a t i o n  i s ,  a  hard and f a s t  r u l e  i s  not  

p o s s i b l e .  Where the e n t r e p r e n e u r ia l  c la s s  i s  n e g l ig e a b l . ;  o r  t ak e s  time  

to  deve lop  and the work quantum w ith  i t s  r e s u l t - o r i e n t e d  o b j e c t iv e  i s  

le sB  and g e s ta t io n  per iod  i s  em ail ,  a combination i s  p o s s i b l e .  Even w h ile  

com b in in g , i t  í b  a d v i s a b le  to  le a v e  p ro je c t  management to  s u b s id ia r y  o rg a 

n iz a t io n s .  A mere p r o j e c t -o r i e n t e d  o r g a n iz a t io n  no rm a lly  cannot c a rry  

the non-commercial and n a t io n a l  e thos  and in s p i r e  a c t io n  a s  a  c a t a ly s t .

In  the long  run the b u i l t - i n  r e s t r i c t e d  commercial ou t look  w i l l  n e u t ra -  

.*;,e expansion p o o a i b i l i t i e s  from a  prom otional a n g la .

While we emphasize the need f o r  a  p rom otional s t ru o tu r e ,  i t  i e  not  

d e s i r a b l e  to  have a h ig h ly  c e n t r a l i z e d  o r g a n iz a t io n .  In  o th e r  words* i s  

i t  p o s s i b le  to  i n d u s t r i a l i z e  Tan zan ia  ( r u r a l )  with a c t i v i t i e s  in  

Dar-0B-5alaam? The answer i s  in  the n e g a t iv e .  P rop e r  r e g io n a l  extension  

work and d e le g a t io n  o f  prom otional r e s p o n s i b i l i t i e s  ave to  be c o r r e c t ly  

incorpo ra ted  in  the framework.



Promotional work devoid of provision of inputs reduces the forr.er 

into a mere preaching exercise. Of course this is  d ifferent from giving 

management respc .s ib i l i t ie s  tc the promotional agency. In developing 

countries there is  the question o f  c red ib i l i ty  and hence the cry for 

providing assistance in the form o f a package. How ’ complete’ ar.d 

'integrated' should this package be? Or in other words now do you com

bine promotional assistance like technical, managerial, economic know-how 

and assistance with provision o f machinery, worksheds, training and even 

marketing. To some extent a combination o f  promotional with input 

assistance is  necessary to lend c red ib i l i ty  to the programme. The 

Tanzanian model combines promotional with input assistance on machinery, 

and training in a complete way, with raw material and marketing assistance 

part ie l ly ,  excluding finance and fu l l  fledged marketing. The Botswana 

model i6 a complete package. And yet the la tter  is  restricted in the 

area o f  work, even through compact, and is  result-oriented. We should 

know that every type of assistance ca lls  for  a specialized function. I t  

is  not in the interest o f e ffic iency  to mis them up especially when the 

c lien te le  is large and operations are complicated. And when there are 

specialised national Agencies for  financial assistance, i t  is  not worth

while to mix them up. I t  is  however defin ite  that the to ta l  assistance 

should be in the form o f a package which avoids the entrepreneur being 

tossed from p il la r  to post. This could be very well achieved by co

ordination o f  the agencies rather than combining a l l  the a c t iv i t ie s  into 

one. I t  also depends upon the existing ava ilab il ity  o f  organizations and 

their  development attitudes, fhe question as to whether the Agency should 

be multi or single-functional or to what extent the centralized functions 

Bhould be diluted with regional delegation o f functions, has to be under

stood in this context. I t  is  better to look at the need o f the entrepre

neur who wants both a package aB well as i t s  ingredients separately, 

rather than unilaterally imposing functions on Agencies and building, up 

formidable empires too unwieldy to move, which are to reach out to the 

small man.
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C. SLre-.i-Q'• ---no -■‘cth of '.he Hire . I-.dun tr ia l  Sytonsicn System

Should the rural industrial ex’.er.iion system operate froin the re- 

gional/stato levs. (biggest adrunisvr >t ive divisions o f  a country), the 

District level <jT the v i l lage  level i ts e l f?  What should be the functio

nal nature o f  the rx-er.sion worker? Rural industrial extension systems 

have close s im ilarit ies  with the agricultural system. The v i l lager  

normally is uc:u?rvative and ae has to see to believe. Cr.ce he believes 

he takes to i t  strongly'. In e ffec t  they are to be combined in the ex

tension ou tf it .

The extension system is  no doubt expensive and brings results in 

the long run. The extension worker also requires comprehensive training 

so as to make him a change agent. The levels o f  operation depends upon 

the. spread out o f  the projects ar.d the outl ok o f  extension work. I t  is 

advisable to t ie  the eystem to existing mechanism as in the case o f 

Tanzania. The regional extension centers with their  attached industrial 

estates provide an excellent starting point. Nevertheless a need has 

been fe l t  of late,- to come down to the D istrict leve ls  so as to make de

cision-making and programme implementation easier. The D istrict Rural 

Industries Centres now bein.- implemented in India w il l  be an attractive 

model m countries where the programme dispersal is  large. These centres 

should however bo vested with sufficient powers so that they do not de

generate intc mere liaison and clear: g agents. The ce’ re could be a 

one-man show or a combinati ;r. of experts as the situation ’ amands. I t  

is necessary that these centres are .made accountable for  the specific  

projects under i t ,  so that there could be regular performance audit. As 

the main purpose iB to make the v il lagers  se lf-re l ian t ,  i t  is  better to 

give the.' guidance from a certain growth point, rather than getting 

directly involved, which w ill be very expensive. In cases v i l lages  are 

largo and the projects are many, such centres could operate in the con

cerned v illage  i t s e l f .

These centres should have their fa c i l i t i e s  like a small workshop, 

mobile demonstration arrangements and tools etc. for developing proto

types and ^v ing  training- The resources in terms o f financial grant 

or loano, supply of tools, arrange:,.onto o f work3hod, supply of working 

capital are r.orre o f the input i which the centre should bo able to provide.



Othorwieo the whole e x o rc ise  w i l l  be reduced to  more preach ing  and d ie  

out. The t r a in in g  o f  the extens ion  w crk *r  and h is  a d a p t a b i l i t y  are  im

portant  elements which таk< : r  mar the рго^гсггле•

D. Rural Projects and Appropriate Technology

O ften  the mistake i s  committed by t a k in g  d e c is io n  on what the  

v i l l a g e s  want in  n a t io n e l  c a p i t a l  a and eubsecfuently they a re  imposed 

on those who very o f t e n  do not p a r t i c ip a t e  in  the e x e ro ie e .  T h is  p lan 

n ing  from above i s  d e tr im en ta l  to the виссевв o f  t h i s  programme. The 

v i l l a g e r  knows what he needs and t h i s  shou ld  be a s c e r ta in e d .  In  f a c t  

the R . I . C .  should do t h i s  jo b  p lan  s c h e d u lin g  f i r s t .

We come to the major qu est ion  o f  in t ro d u c in g  a p p ro p r ia te  te c h n o lo g ie s  

o f  p roduction . Where sm all q u a n t i t i e s  o f  o i l  e se d s r вау 250 kg  a day, 

a re  a v a i l a b l e  the re  i s  no use in  imposing an e x p e l l e r .  There a re  email 

c ru sh ing  u n it s  known as  "g h a n is "  in  I n d i a  which a re  B u it a b le  f o r  these  

email c a p a c i t ie s .  The same i e  the саве w ith  sugar cane. The problem i e  

tw o fo ld .  The v i l l a g e s  cannot c u l t i v a t e  the  produce un leee  th e re  i e  a  

u n it ,  and v ice  v e rs a ,  the un it  cannot oome u n le s s  the  raw m a te r ia l s  are  

a v a i l a b l e .  ThiB v ic ic u n  c i r c l e  can be broken on ly  be in t ro d u c in g  theee  

sim ple  le c h r .o lo g ie e .  One can go on add ing  to  t h i s  l i e t  and in v a r i a b ly  

we ge t  an ap p ro p r ia te  techno logy  to  u t i l i z e  v i l l a g e  гевоигоае. T h ie  i e  

a leo  a p p l i c a b le  to e k i l l r ,  l i k e  weaving , c o b b le r y ,  ca rp en try  and b la c k -  

emithy. The need f o r  these  t e c h n o lo g ie s  a re  due to  the f o l l o w in g *

1. I t  en ab le s  u t i l i z a t i o n  o f  r e s o u rc e s  which o th erw ise  go I d l e .

2. I t  p rov ides  an e x t r a  income to  the  v i l l a g e r  who hae o f f  eeaeon  

unemployment and under-employment and mak-e v i l l a g e  l i f e  a t t r a c t i v e .

3. I t  p rov ides  e s s e n t i a l  goods l i k e  s p e c i a l i z e d  paper (handmade) which  

a re  otherw ise  imported.

4* I t  d e f i n i t e l y  augmentn a g r i c u l t u r e  aa in  the  case o f  su gar  cane and 

o i l  seeds.

5» I t  p rov id e s  the v i l l a g e r  w ith  goode r i g h t  a t  h i s  door, f o r  which there  

i s  o therw iue  a s c a rc i ty .

6 . Modem f a c t o r i e s  r e q u i r e  power which i e  ecarce  in  the deve lo p in g  

o o u n tr ic s .  These te c h n o lo g ie s  are  i d e a l  to produce goods where 

power in  not a v a i l a b l e .

* 32-
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7. T h is  p ro v id e s  s e l f - r e l i a n c e  and, in  course o f  t im e, n u r tu re s  an 

e n t re p re n e u r ia l  c la s s  very  v a lu a b le  f o r  the ¿growth o f  a country.

8. T h is  f i t s  m  w e ll  to the environm ental su rround ings  f  the v i l l a g e  

and the best  answer to p o l lu t io n .

9. Where la b o u r  i s  cheap and c a p i t a l  scarce  these  t e c h n o lo g ie s  have 

s p e c i f i c  app ea l .

These te c h n o lo g ie s  cou ld  be t r a n s f e r r e d ,  deve loped  and implemented 

by the f o l l o w in g  means:

1. T r a in in g  in  b a s ic  s k i l l s

2. Upgrad ing  o f  s k i l l s

3. T r a in in g  in  s k i l l s  abroad

4. T r a in in g  cum production  c e n t re s

5« T r a in in g  cum demonstration c e n t re s  

6. K ob i lo  t r a i n i n g  vans 

7« Model o r  p i l o t  p r o je c t s

8 . S i s t e r  in d u s t ry  -  t r a n s f e r  o f  p ro ce ss  know-how between two e n tre 

preneurs  in  the p a r t i c ip a t in g  c o u n t r ie s .

UN O rga n iz a t io n s  have a g r e a t  r o ] ‘ to  p la y  in  s e t t i '  j  up I n t e r 

n a t io n a l  Exchange Centres f o r  c o l l e c t i o n  and d issem in at ion  c f  t e c h n o lo g ie s  

in  a system atic  manner. A few  such o r g a n iz a t io n s  l i k e  ITDG a re  do ing  a  

good jo b .

The errtonsion mechanism should have b u i l t - i n  f a c i l i t i e s  f o r  technology-  

t r a n s f e r  and development as  mentioned above.

E. V i a b i l i t y  o f  r u r a l  p r o je c t s  and the need f o r  su bs idy , g ra n t  and ' 
o th e r  su p p o rts

Many o f  the  r u r a l  p r o je c t s  a re  v i a b l e  them selves  e s p e c i a l l y  when 

there  a re  advantages  in lo w -co s t  la b o u r  and t ra n s p o r t  c o s t s  and prob lem s.  

However t r a d i t i o n a l  approaches o f  v i a b i l i t y  v i s - à - v i s  u n it  cost  r e t u rn s ,  

cou ld  not be s t r a i g h t  away a p p l ie d  to these p r o j e c t s .  Some o f  them in  

the long  run and in  f i n a l  impact g iv e  s o c ia l  r e tu rn s  and a re  r eq u ire d  

from the po int o f  v iew o f  d ec la red  n a t io n a l  g o a l s .  Where th e re  a re  no



-34-

short-run coat ndvent.-iges, -he concerned governments have to take de

cisions in respect of:

a) quality and standards

b) pricing of she product which has to be subsidized for  making them 

competitive

c) incentives shall have to be provided (a  l i s t  o f  which is  attached 

vide Appendix B)

d) demarcations for  production and protection 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 employment and vocations to idle rural labour

c) more e ffec t ive  u t il iza t ion  o f  rural resources

d) augmentation o f  agricultural ac t iv ity  with increased production.

The net gains are*on the affirmative, hence the reason why the 

developing countries are resorting to rural industrialization. Besides, 

i t  generates self-re liance and self-confidence among people ideally  

necessary for  any meaningful programme o f national development.

An instance from India proves the Dvint. Millions of nandloom 

and powerloom weavers were in a quandry at one stage because o f compe

t it io n  from certain mill-made cloth which is  also idea lly  suited for 

production in the "decentralized" sector like bed-spreads, towels, grey 

sheetings, etc. The Government of India took the decision o f charging 

a cess on mill-made cloth, the proceeds o f  which were used for  research 

and development in the rural sector. Today this sector not only regained 

i t s  competitiveness but is  emerging as good export earners.

F. Research, Innovations and Prototypes

Rural industrial extension systems normally cannot afford to have 

their  own research arrangements nr.d bring out innovations, unless there 

arc strong government support and specific  institutions are created. It  

is  therefore necessary to work out e ffec t ive  linkages with organizations
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concernod with rcuenoh. The question of the prototype is  d ifferent as 

thoee organizations should h.ivo 3017 g  arrangements fo r  prototype develop

ments so that distance between the re jarch organizatior and the v il lager  

is  considerably reduced. Common tenting f a c i l i t i e s  and formulation of 

standards shall have to be provided b.y the extension organization in one 

way or other.

0. Type o f Entrepreneurs to be Promoted

This relates to management en tit ies  which awn rural industrial units. 

Who should they be? ¡{ok do one prefers between individuals, co-operatives, 

v i l la ge  communities, and public institutions? Promotion o f  entrepreneurs 

depends upon the development outlook o f  d ifferent countries. I t  is  however 

a known fact that many o f the rural industries are amenable to co-operative 

ownarehip, and i t  works out better when the members themselves work in the 

enterprise. SIDO o f Tanzania follows a certain policy in thiB regard. In 

fact an attempt is being ¡nade to rate industries according to their respon

siveness to d ifferent types o f  management entit iea . This depends upon the 

product mix, extent of sophistication in the process o f  manufacture, combi

nation o f  machines and labour, the nature o f equipment to be handled, the 

involvement c f  product fin ish and quality, type o f raw material and extent 

and organization o f markets. I t  is  common knowledge that the manufacture 

o f  items such an cow rope or carpcntr items amenable to co-operative 

ownership than to individual. Thin is  an interesting experience and per

haps a controversial a rep.. What needB emphasis here is  that application 

of eo iontif ic  management in small doses is  necessary for the buccssb o f  

the project. This may be simple bookkeeping. inventory control, benio 

knowledge o f lavai, homo idea o f market outlets, perhaps a crude know-how 

on production flow, etc. There is  howevor need to train entrepreneurs 

whether they be individual or co-operatives, in these simple management 

mochanioms. While in largo-ncal9 industry, management is  highly specia

lized , in small-scale i t  is taken together and in their elementary levels. 

But the need is very much there.

J1. Pervasivonorn o f  tho organizational structure

A rural industrialization programme s not liice running a commercial 

banking operation however nophinticatcd the la tter  in. There are ways of



doing the la tter  in a set pattern and a c t iv i t ie s  can he linear programmed 

to a good treasure of exactness. The fortner is  often the child of history, 

p o l i t ic s  and soci 2 changes and invariable moves along these contours. 

Action and interaction o f socio-economic factors are always at work. The 

programme tnerefore concerns a ll and not one agency however e f f ic ien t  i t  

may be and i t  requires the intimate involvement o f  the participants. Hence 

appropriate linkages should be provided to national a c t iv it ie s ,  depending 

upon the degree of national involvements.

A Rural Industries Board at the apex leve l or a Small Industries 

Board with adequate coverage is  ideal for formulating polic ies and giving 

directions. This Board should be representative o f a l l  concerned interests 

including those that are p o l it ica l .

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 f ie ld ,  especially  with soc io -po lit ica l interests, 

is  necessary for  ensuring mobilization. At the concerned administrative 

leve ls  there should be regional co-ordinating committees which could 

g ive direction and support to the programme for the concerned administra

t iv e  area and ensure participation o f  various interests. I. 2 3

I . People*s contribution

Involvement of government grants and subsidies is  contemplated with 

a view to meet the gap where a c t iv it ie s  are not very bankable and infra

structural and software expenditure are involved. This however shuld 

not lead to paternalism which w il l  k i l l  the very roots of growth. Con

tribution o f the beneficiaries in cash or in kind should oe the c r i t e r ia  

fo r  according p r io r it ies  to rural industries projects.

A very interesting experiment happening in countries like India is  

the involvement of large-scale undertakings both private and public as 

well as financial institutions in rural industrialization as under:

1. Setting apart a small percentage of p ro fits  for rural industrializa

tion scherr.ec by way of grant.

2. Adop+.on o f complete v illages for financing rural industries projects

3. Earmarking stageo o f production fo r  rural manufacture
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4. Earmarking. materialc purchase:: especially packaging:; from rural units

5. Concessional loans frost financial in s t itu t ions

6. Provision of equity as grant fro:.: financial institutions

7. Subsidizing fu l ly ,  expenditures on promotion work, l i  ,e project 

preparations, etc .

8. Price -support and preferential, price quotations from rural units.

J. Inputs Services

Need for providing inputs requires no emphasis. However the types 

of .services that are promotional and that which provide material inputs 

are mentioned as under:

Promotion

1. Industry Information -  New industries and expansion o f  existing ones, 

surveys and studies, project write-ups

2. Technical know-how - Processes Designs, lay-outs, machinery details, 

product mix, u t i l i t i e s ,  raw materials, standards and quality

3. Training -  Indigenous and abroad in basic sk i l ls  and upgrading, 

technical and managerial training, technology transfers

4. Mobilization, liaison and cc-ordination

5 . Common fa c i l i t y  sources, testing fa c i l i t i e s ,  standard"1

6 . I n f r a s t r u c t u r e  f a c i l i t i e s

7. Market research and counselling

8 . Mobile demonstration van3 model/pilot projects 

9- Research and development o f  prototypes

Inputs

1. Provision o f  workuhed - Industrial Estate and others

2. Supply o f machinery and equipment on eauy instalment basis

3. Financial Ioann fo r  workohod machinery -  working capita l 

d. Supply o f  rev; materials on cred it
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5. Marketing assistance including establishment o f  sub-contract ex

changes and partic ipation  in bulk purchase programmes.

Government grants may have to be made available from the budget for 

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

case o f  input services. I t  needs tm be emphasized that the major bott le

neck is  finance and the indigenous banker in a developing country has 

certain attitudes of creditworthiness which are not necessarily suited 

to development. For example the banker insists on equity participation 

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

Equity contribution becomes a real problem with rural entrepreneurs. In 

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

any rate a Rural Industries Fund at national and regional leve ls ,  with 

credit guarantees from the Central Bank wi l l  be very helpful for  a smooth 

and e f f ic ien t  working o f national schemes.

K. Assistance from U.N. Agencies

Time has now come to provide assistance from international agencies 

to the developing countries in the area o f rural industrialization. This 

could co in the following areas:

1. An incematic"al agency (1) to documc t and disseminate appropriate 

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

necessary. At present UT.’IDO is  doing a service in this regard 

through its  documentation service.

Provision o f suitable expertise.

3. Subsidizing oi completely financing expenditures on infraotructure 

fa c i l i t i e s ,  training expenses, project preparation and promotional

expenses.
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To IN  BACKWARD AREAS

1. Tax exemptions end rel r.xr.'. ions to entrepreneurs or. investment in rural 

industries out o f profite of existing1 concerns.

2. Concessions in customs er.d import duties on machinery and equipment 

as well as raw materials.

3. Concessions in sales tax and ether loca l taxes.

4. Subsidizing transport costs o f the units.

5* Fully subsidizing start-up exponses including project preparation etc.

6. Subsidising research expenditures.

7. Providing grant fo r  equity contribution to entrepreneurs.

8. Subsidies in land purchase, construction o f  shed, purchasing o f 

machinery and libera l terms o f  repayment.

9* Subsidizing expenses o f the project for training o f  sk il ls .

10. Concessional treatment in the import o f  machinery and raw materials.

11. Price support especially for export markets and preferential treatment 

to rural entrepreneurs in government stores purchase programme.

12. Earmarking or Reservation of items o f production in the rural sector.

13« Directions to large-sculo ^c-abliahments for  making available raw 

materials that are scarce and concessional treatment in a n c i l l a r y  

purchase from rural units.

14» Support in procuring foreign know-how and expertise and their imports.




