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FINDINGS AND RECOMMFJfDATIONS 

The following points have been extracted from the text: 

~haracteristics of rural poverty 

1. Poverty target qroups include a proportion of poorer 
smallholders, the landless/near-landless, pastoralists, 
the •ethnic indigenous, small/artisanal fishermen, 
refugees/displaced persons, woman-headed households, and 
youth. The poverty of thesP. qroups is most directly 
connected with lack of access to resources. 

2. Poverty is also associated with regions or parts of 
countries. 

3. Poverty is measured most directly by the extent to which 
proportions of the population are ~acking in basic 
needs, particularly food, shelter, health and 
education. Rural industry can contribute to basic needs 
directly as well as by generating income and purchasing 
power. 

4. The impact of projects, programmes and policies on the 
poverty groups should be systematically monitored, 
through properly established reporting systems where 
possible, taking into account both direct and indirect 
effects. 

5. Self-selecting programmes not of int~rest to the 
non-poor represent an appropriate means of targeting the 
rural poor. 

Rural industry and non-farm activity 

6. Survey data collected on non-farm ~ctivity and various 
types of rural industry frequently suffers definitional 
confusiors and inconsistencies, sometimes rendering the 
data unusable or misleading. The international agencies 
can make a contribution by bringing these ~roblems to 
the attention of national and international statistical 
services so tha~ they can be taken account of in 
formulating data collection plans, 

7. A definitional issue of practical consequence is what is 
to be considered 'rural' and thus within the scope of 
rural poverty programmes. D9'111latic adherence to 
boundaries of interest as defined by location should not 
be maintained, and the rural economy should be seen as 
combining interdependent rural and urban areas. 

8. There is a comparatively low rate of 'graduation' in 
size among micro-enterprises but the sector expands 
through an increa$e in the number of establishments. An 
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uncertain question is whether the expansion of the 
micro-enterprise sector or non-farm sector has been 
evolutionary or involutionary, with diminishing marginal 
product. 

9. Monitoring systems for rural development programmes and 
projects need to be est~blished, and need specifically 
to monitor their distributional impacts. 

10. Target groups can benefit directly or indirectly from 
rural development programmes and promotional assistance 
need not be confined to 1-2 person establishments and 
can also encompass larger RSIEs. The aim should be to 
maximise employment in efficient rural non-farm 
activities through a mix of rural industry types. 

Measures for the promotion of rµral small scale industry 

11. Policy measures at the macro level and at the sectoral 
level are often contradictory in their relation to SSI. 

12. one effect of the pursuit of import-substituting 
industrialisation policies has been to produce, in 
Africa particularly, a bimodal structure in 
manufacturing with a 'missing middle' in respect of 
'modern• small scale industry. 

13. Rather than the conventional small industry development 
organisation (SIDO), what is needed is an organisational 
set-up designed to promote a number of different tj'}>es 
of small scale urban and rural manufacturing, concerned 
with a ranqe of policy measures towards SSI, including 
technology and promotion thr.ouqh NGOs, and involved at 
both national and district levels. 

14. It may be better to improve services in spontaneous 
agglomerations of informal sector workshops than to 
create SSI industrial estates artificially. 

15. Howevr.r ~mall estate facilities providing simple 
lockable premises which are appropriately designed and 
located to accommodate clusters of informal sector 
establishments can allow enterprises to economise s~ale 
funds. 

16. There is need for caution, however, in assumi1q that 
capital is the principal constraint i.i small scale 
enterprise, some evidence of excess capacity in rural 
small scale enterprise especially suggesting market 
demand may be an overriding factor in some cases. 

17. The ~ttempts in different countries to establish 
p=oqrammes along the principles of the Grameen Bank need 
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to be followed and analysed closely. Experience so far 
appears mixed. 

18. The involvement of NGOs in credit distribution often 
disguises rather than reduces loan administration 
costs. Nevertheless, cooperation ar.d division of labour 
between banks and NGOs does offer the genuine 
possibilities of reducing risks and supervision cost~ 
and need to be explored in the context of each 
situation. 

19. Credit guarantee sche•es have not in all cases been 
successful, but have underused potential in ~espect of 
rural women, in particular. 

20. Efforts at developing appropriate technologies capable 
of practical implementation have been slow in bearing 
fruit, but there are now quite a range of successful 
examples which have had wide impact. Other isolated 
cases of independent innovation by s•all scale 
entrepreneurs indicates very positively the 
possibilities for producing low-cost capital goods in 
the informal sector. 

21. However, in no country is there any institutionalised 
search capacity established with the directive of 
finding ite•s which could be simply copied but produced 
•ore cheaply, using local scrap and other •aterials. 

22. An i•portant question is how best ~o achieve so•e degree 
of technological upgrading in the micro-enterprise 
sector of manufacturing. The •etal products sector, 
especially if linked to agricultural development, 
appears to have the q~~atest potential of extension and 
diversification. 

23. There exists also an international 'shelf' of 
appropriate technologies on which countries can also 
draw. For this purpose, individual countries need to 
set up a search capability, a do•estic institutional 
mechanism, capable of identifying possibilities and 
testing their relevance and adaptability to local 
requirements. There are just a few app~opriate 
technology institutes in the developing countries, a~d 
these are often peripheral, for reasons of staffing and 
finance. 

24. A '•arket approach' to the dissemination of appropriate 
technologies could be based on agglomerations or 
clusters of informal sector producers, which coulo serve 
as important vehicles for promotion of the sector, in 
ways which are detailed in this paper. Striking success 
in promoting effe~tive grass root producer organisations 
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has been achieved in Rwanda. 

25. Information exchanqes should be developed as a •eans of 
pro•oting subcontracting between lar~;e firms and RSIE. 

26. Teaching of •entrepreneurship', managP .. ent skills and 
bookkeeping is not very appropriat~ for RSIEs. Skills 
training for the entrepreneur should have a clear 
objective and preferably be focused on a specific 
product or tech..~iql.~e which has demonstrated potential. 

27. Less e~phasis should be placed on schools and vocational 
training institutes and more on the pro•otion of 
existing informal apprenticeship systems. 

28. both entrepreneurial and apprenticeship training may 
nee~ to be linked with credit provision for the purchase 
of relevant equipment and tools. 

29. Subcontracting appeers to be ~ potentially quite 
important mechanism for facilitati.ng the dispersal of 
suitable industries into the areas and could be explored 
in more than the limited number of countries in which it 
is presently operational. It does, however, require 
soccific favourable circumstances. Associations of 
producers and specifically clusters of producers in one 
location, are likely to be helpful. 

30. Subcontracting of production to household industry also 
has possibilities but should not be seen as ~ general 
prescription, its appropriateness depending on local 
circumstances and on the identification of particular 
products~ 

Developing sectoral linkages 

31. There is a potentially important two-way development 
process based on interdependence between agricultural 
development and the development of small scaln rural 
industry. 

32. The expansion of rural industry in any region must be 
based on a strong agricultural development str3tegy and 
requires a strong agricult~Ial base. Agriculture is a 
critical part of the •enabling environment' for rural 
industry. 

33. Apart from agricultural growth, the distribution of 
agricultural incomes and assets is important. Highly 
inegalitarian land ownership struc~ures and incomes, 
with mass rural poverty, are not likely to generate the 
rural purchasing power which is the driving force 
underlying non-farm activities. 
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34. In order to reach the rural poor, an overall 
strengthening of the rural economy is required, paying 
close attention to relations between sectors and 
activities. 

35. Rural industry can play a rol~ in supporting technical 
chanqe in smallholder agriculture, essential in order to 
offset the effects of rapid population growth on farm 
size. 

36. An integrated aqro-industry approach has been put 
forward as a strategy: however the real content and 
practicability of this needs to be carefully assessed. 

37. A new way forward for national/rural planning may be 
based on the 'filiere concept' which takes a vertical 
perspective from the macro to the district level, 
including the resource base for a specific set of 
interconnected activities. It may call, however, for 
interdisciplinary technical assistance, covering 
technical as well as economic alternatives and 
possibilities. 

38. This approach can provide the basis for 'linkage 
endogenization' through anticipation of connections and 
managed supply responses, including training of 
craftsmen-entrepreneurs in new technologies. 

39. The filiere approach can provide a vehicle for the 
incorporation of national level policies and choices 
into district or area planning by combining horizontal 
a~d vertical perspectives. 

40. The approach could be important in dealing with problems 
of sustainability by identifying actual or prospective 
shortages of basic materials which call for action. 

41. It is perfectly designed to t.ake care of poverty 
concerns, at every staqe identifying areas of conflict 
in which the small scale, the rural and specific target 
group interests may be disadvantaged. 

Rural housing and construction as a focus for linked activities 

42. In assessing possibilities for pro.1otin9 rural industry 
and non-farm activities, one important connection is 
seldom made: that with rural housing and con£truction. 

43. A focus on housing and construction, covering also 
municipal and other buildings, may be a ~-re effective 
means of developing the separate activiti~s of carpentry 
and metalworking, through a demand-led rather than 
supply-side approach. 
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44. Positive ruzal construction policies are important as a 
basis for the planninq of low-income settlements and 
rural qrowth centres as stimuli for rural development, 
involvinq more qeneral externalities. 

45. A rural housinq and construction programme can be 
justified as a component of poverty alleviation policies 
both in terms of the basic needs provided and the 
employment it generates. 

46. Widely varying situations exist in respect of rural 
housinq quality even between different parts of the same 
country, makinq it •~re important that these needs be 
systematically assessed in each place. 

47. The scale of the rural housinq problem makes a 
participatory, community-oriented approach mand~tory. 

48. A demand-led approach depends upon mobilisation of own 
savinqs and the availability of credit. The adoption of 
an evolutionary or step-by-step approach to rural 
hvusinq improvement can bring programmes within the 
ambit of even very poor households. 

49. Small scale enterprises are more related to the shelter 
needs of the low-income population and ideally suited to 
oper~te in the self-help and low-income housing sector. 

50. The fili~re approach to planning is most appropriate for 
housing and construction. 

51. Few inteqrated rural development programmes have 
included housinq as a ~omponent, ho~sing being reqarded 
only in terms of its social value, .gnorinq it.s 
production linkages. 

52. In order to pursue a rural housing/construction fili~re, 
an appropriate institutional structure needs to be 
established embracing the functions of basic information 
collection, community-institution building, appropriate 
technology R and D and dissemination, and training, 
coordinated at both national and local levels. 

53. Some low-cost housing schemes have generated interesting 
positive responses in terms of informal sector 
production, services and markets for materials. 

54. Considerabl~ progress has been made in respect of 
appropriate buildinq materials and technology, but 
dissemination still remains comparatively limited. Too 
often efforts are stopping short at the stage of 
publication and distribution of descriptive manuals. 
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55. NGOs have been playing a practical role here, although 
there is a question whether NGO-based projects can 
achieve a significant enough coverage of the huge target 
rural populations involved. 

56. In relation to rural hnusing/construction, a basic 
component of an •enabling environaent• would be t..~e 
identification of a wide range of the raw materials 
required by local entrepreneurs, self-help builders and 
building cooperatives through land-use aaps pinpointing 
suitable deposits or wood species. 

57. Measures for granting concessionary rights aay need to 
be simplified. For renewable resources such as building 
poles, measures to encourage local saall-scale private 
commercial production may be needed. 

58. A prerequisite is the adoption of a core housing or 
construction programme by national plan1~~~s. To date, 
hardly any governments have comprehensivE strategies for 
the construction industry or coherent rural shelter 
policies. 

59. Once these are in place, the broadest poscible impact 
can be achieved by participatory self-help approaches, 
reliance on informal sector, small-scale entrepreneurs 
and use of indigenous materials, supported by group 
credit and savings mobilisation, technical assistance 
for the introduction and development of appropriate 
technologies, and training. 

60. UNCHS, together with the other international agencies, 
needs to press national governments to clarify their 
policies and establish clear strategies and programmes 
in respect of rural housing and the rural/national 
construction industry, drawing their attention to the 
associated potential in terms of linked activities. 

61. Inter-agency country missions could usefully be 
established to cover different dimensions such as 
macro/sectoral policies, appropriate technologies, 
community participation, credit and training. 

62. Funding agencies should be made alive to the possible 
incorporation of housing/construction rel~ted activities 
into funded area-based development programmes, including 
those in refugee-affected areas. 

63. It can be questioned whether UNCHS itself has been 
sufficiently alive to the needs of the rural as opposed 
to the low-income urban sector. 
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Women in housebold anci rural saall-scale inc:lu~ 

64. Rural saall industry is of considerable importance to 
rural woaen in developing countries. 

65. Much of household industry is resource-base<.i. and 
resource availabilities can be of great importance. 

66. ""te 'putting out• system has been severely criticised 
for its eltploitative aspects and it is iaportant to 
investigate and aonitor the conditions under which uny 
such systea operates to ensure fairness and eliainate 
abuses. It is possible, however, for hoae-based 
activities to contribute in an iaportant way to rural 
household viability and to poverty alleviation. 

67. The househoid or saall workshop aoda of production has 
specific opportunities in relation to craft goods. The 
aost co .. on problea has been aarketability. Prior 
assessment of the aarket potential should be a 
prerequisite for launching even pilot projects. 

68. For wo•en•s incoae-generating projects generally, very 
few project documents include even a rudiaentary 
feasikility study of the activities to be promoted. 

69. Some women's projects have focused on peripheral 
activities. It is preferable to •mainstream' women by 
adopting major programmes which benefit both men and 
women and by adopting policies and programmes which 
benefit women in large nWlbers and in significant 
activities. 

70. Women are subject to a nwnber of specific constraints 
affecting their involvement in rural enterprises. These 
refer to location; marketing; labour; technology; social 
and cultural factors; education and skills; and access 
to credit. 

71, Where obvious opportunities for village or 
household-based manufacturing by women do not exist, it 
may make more economic sense to conc~ntrate on 
•auxiliary agricultural production•. Such 2~tivities 
may be of particular relevance to the near-l~ndless to 
women-headed households, and to households in semi-arid 
areas. 

72. Attempts to promote new manufacturing activities among 
rural women may fail if they are not consistent with 
household labour availabilities and women's multiple 
roles. Collection of basic information on labour 
availabilities should be a prerequisite for any new 
project. 



xiv 

73. Partial success has been achieved in a few countries in 
respect of new sources of enerqy such as bioqas and 
solar 6Jlergy and efforts in thi> direction need to be 
redoubled and factors affectinq replicability carefully 
considered. 

74. The: fact that developaents are llOstly still li.aited to 
the experi.aental staqe after a considerable lapse of 
ti.Jae reflects the aini.Jlal aaount of backinq, national 
and international, that these efforts, often left to 
NGOs, have had. 

75. Ara international workshop to review proqress and 
consider the possibilities for and obstacles to 
practical impleaentation of new enerqy technoloqies is 
called for. 

76. With respect to water supplies, it aay be commitaent to 
people-oriented rural developaent that is lackinq, 
rather than new technoloqies. 

77. Improved villaqe-level storaqe facilities should be an 
integral part of any rural housinq proqraa11e and could 
have a aajor effect in econoaisinq woaen's tiae. 

78. In some cirCllJllStances, the introduction of new 
labour-savinq rural technoloqies can have neqative 
distributional consequences. It is iaportant to assess 
such possibilities in advance. 

79. The aost obvious area in which new technoloqies aiqht be 
introduced to the benefit of woaen is in the widespread 
daily business of food processinq. 

80. A major factor liaitinq the introduction of those 
technoloqies relates to their effective scale of 
operation, in some cases precludinq their employment by 
individual households, and requirinq either group 
orqanisation or control by individual larqer 
entrepreneurs. 

81. Given the dramatic savinqs in labour productivity 
achievable with new food processinq technoloqies, it is 
important to ask why the different types of equipment 
have not become the nora. 

82. In the case of specially desiqned appropriate 
technoloqies, the existence of a '•issinq link' between 
desiqners and manufacturers has been suqqested. 

83. Many of these items of equipment are not difficult to 
fabricate and could be produced in rural informal 
sectors. Systematic assessment is required at the 
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na~ional level of what real, marketable opportunities 
exi~t, followed by a auch aore active proaotion of their 
production and distribution through the inforaal sector. 

84. With respect to projects involving the proaotion of 
group organisation around new food processing 
technologies, there appears to be littl~ systeaatic 
follow-up over a period of years. It is suggested that 
regular reviews of potential and experience with new 
te-:hnologies, covering technical and organisational 
aspectR, be carried out through appropriately-designed 
regional institutions which should have strong national 
governaent support and involveaent. Such institutions 
could serve as vehicles for the injection of expertise 
fro• the appropriate inte't'llational agencies. 

85. More R ' D an~ stronger disseaination efforts should be 
applied where improved technoloc;ies, including 
hand-operated equipment, can be aanaged by individual 
voaen or saall groups. 

86. Woaen•s groups have a nWlber of very evident advantages 
in bringing assistance to woaen, with the progress of 
credit and thrift societies particularly encouraging. 
They are particularly iaportant in baing able to pull in 
the poorest sub-sets within the co .. unity. 

87. A limitation is the level of savings and credit which 
can be mobilised. A group's access to funds can be 
substantially expanded if supporting agencies can off er 
credit guarantees to allow them to acquire further fixed 
or working capital. 

88. Groups have generally been able to provide only for 
working capital, and this often for trade rathe~ than 
rural industry as such. An i11mediate question which 
should be considered is whether aore progress could be 
made in incorporating rural industry projects among 
group-supported activities. 

89. More women should be trained as credit officers in order 
to develop such possibilities. 

Income-generating activities for refugees 

90. Given the mainly rural background of refugees, one 
should look first to the agricultural sector for their 
absorption and the possibilities for providing refugee 
families with at least a minimum of land. It would in 
any case be difficult to absorb a large proportion of 
the refugee population into non-farm activity, due to 
~emand constraints. 
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91. ~oaan-headed hcusebolds fora a significant proportion 
~ithin refugee populations, pointing to an emphasis as 
regards non-fara activity first on •auxiliary 
aqricultural production' and then on :marketing and 
service sector activities, perhaps assisted by wo•en's 
qroup loans. Other on-qoinq non-fara activities in the 
region may offer the best clue. 

92. For .en, training or other assistance towards beco•ir.g 
established in carpentry, aetalvorking or aasonry aay be 
the aost obvious, but again raising questions of aarket 
de.and and competition froa existing local producers. 
Assistance in funding wage eaployaent aay be a aore 
effective aeans of absorbing large nuabers of aale 
refugees outside aqric-~lture. 

93. However, soae of the general lines of action recoaaended 
for non-fara activity proaotion e.g. housing-related 
activities, aay be capable of application in refugee 
areas. 

94. NGOs have a particularly iaportant role to play in 
developaent assistance to refugee-affected areas, in 
association with participatory and self-help proqram:anes. 

95. UNHCR aust, of necessity, be concerned first with short 
tera survival and alleviation aeasures. The necessity 
for an area-based approach, across sectors and 
activities, specifically requires injection of different 
types of expertise f roa different UN agencies and an 
area developaent plan which aay be beyond the capacity 
and teras of reference of UNHCR. How best to achieve 
coordination aaong the relevant agencies at different 
stages of planning and iaplementation should be a matter 
for discussion. 

96. Coordination is also needed to influence the 
distribution of financial and developmen~ effort by UN 
or multilateral/bilateral donor agenci~s in such a way 
as to recognise the extra claias of refugee-affected 
areas. 

97. tJhere the position is one of established development 
programmes or projects, there aay be a need to introduce 
a specific refugee dimension, perhaps 'piggy-backing' 
refugee components to existing projects. 

98. The initiative here is aost directly with UNHCR, and it 
may be considered whether HCR has the necessary capacity 
at present. 

The role of the UN agencies 

99. The promotion ot rural industry, particularly with 
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reference to poverty alleviation cannot be dealt with by 
focusing on a •rural industry sector• in isolation. 
Since the developaent of rural industry depends on a 
nUllber of inter-sectoral linkaqes and also g~nerates 
developaent in other sectors, a nUllber of UN agencies 
must all be concerned with its developaent. 

100. As a result, also, r..lral industry proaotion is well 
suited to an area-based developaent approach. At 
present only IFAD is involved in (local) area-based 
assistance to any extent, in addition to bilateral 
donors, and other agencies aostly in project-bab~d 
work. The latter should consider how their expertise 
could be better utilised within inteqrated area-based 
proqra11J1es or in planning thea, here wi~ reference to 
rural industry. 

101. This project pla:-ininq ha~ been top-down, 
non-participator}· and tne subject of strong recent 
criticisa, partic;ularly in ~s of its impact on 
poverty alleviation. 

102. A aajor gap is evident between research and develop•ent 
into technologies and their introduction on a national 
basis in any recipier.t country ~nd between pilot 
projects in a few villaqes and aajor resultant 
proqrammes achieving national coverage. Hence a great 
deal of high quality work and iaportant ideas generated 
within the UN technical organisations fall into the sand 
of non-action. 

103. Part of the reason for lack of practical iaplementation, 
very often, is lack of national co .. itaent by developing 
country governments. This aiq~t be i•proved if closer 
coordination among the UN agencies led to national 
governments having on off er fully integrated proqrammes 
in different areas, here rural industry or rural 
housing, rather than pieceaeal offerings. 

104. Elucidation of integrated approaches may call for (a) 
inter-agency workshops covering particular subject areas 
and (b) inter-agency missions to assist national 
governments in establishing appropriate strategies and 
programmes, who might also work on a •ore continuous 
rather than one-off basis with national planning 
institutions. 

105. In respect of rural industry, the UN agencies could 
together press national governments to adopt integrated 
rural development approaches, 'filitre' planning 
perspectives, and scale bias-free macroeconomic 
policies. In many countries national planning 
capabilities will need much more support if these are to 
be taken on board. 
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106. So•e of the UH aqencies, particularly UHCHS and UHIDO, 
•ay need to allocate a qreater share of their 
operational activities towards the rural sector, in 
order to contribute •ore to the i .. ediate needs of 
poverty alleviation. 

107. The provision cf a focus in the form of a co-.bined rural 
fana/non-fana develop•ent strategy with A broad poverty 
alleviation objective could contribute to providinq a 
response to the criticism that the UN systea has failed 
to exercise efficient coordination of external 
assistance to any qiven country. This focus could 
provide a framework within which specific, periodic UN 
inputs can be aade in a coherent aanner. 

108. There is a qeneral qap in the •obilisation of existinq 
data and information and their incorporation by UN 
aqencies into a •state of the art• on which recipient 
countries can draw with confidence. This qap extends to 
the present subject area. 

109. There is a need for •ore involveaent in national •acro­
and se:toral (or fili~re?) planning by the UN agencies, 
as co•pared with project work. This is turn indicates 
the need for •ore cooperation between the agencies 
involved in broader diaqnostic and analytical st~dies, 
such as the ILO, and those dealinq •ore directly with 
technical nuts-and-bolts projects, such as the FAO. 

110. The inter-sectoral relationship& identified in respect 
of rural industry develop•ent show that the possible 
spheres of interest of the different UN aqencies can 
overlap, so that there is also scope for competition and 
confusion. This points to the need for strengthening 
existinq coordinatinq •echanisms between the aqencies, 
perhaps around problem oriented foci such as this one in 
order to anticipate and defuse potential conflict. 
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WORKING GROUP ON INPt:STRIAL CONTRIBU'l'IQH 
TO RURAL DEVELOPMENT 

ACC TASK FQRCE ON RURAL DEVELQPME-J:rl 

BYIW.e INDUSTRIES AND POVERTY ATJ.EVIATION 

I. CHARACTERISTICS OF RURAL POVERTY 

1.1 We need not atteapt to duplicate or even sUillarise here 
•uch fuller recent reviews of the state and causes of 
rural poverty in developing countries, such as those 
carried out by the World Bank (1990), IFAD (1992) or FAO 
(1991), or so•e recent academic descriptions (Iliffe, 
1987 and O'Connor, 1991). In considering the role and 
potential contribution of rural industries in relation 
to poverty alleviation, however, it is necessary to have 
first a profile of the rural poor, of the different 
groups requiring assistance, and of the different 
circumstances under which it could be hoped that 
non-farm incomes and specifically incomes from rural 
i~dustry would help to reduce poverty. 

1.2 The size of the poverty problem in rural areas is shown 
in Table 1. This shows 9J9 million people in the rural 
areas below the poverty line in 1988, more than 
one-third of the rural population. In Sub-Saharan 
Africa the proportion was estimated as just above 60 per 
cent, and in the least developed countries 68 per cent. 

Table 1: Rural Population Below the Poverty Line in 114 
Developing Countries. 1988 

Region 

Asia 
Asia (excluding 
China s India) 
Sub-Sabare.n Africa 
Near East ' North 
Africa 
Latin America ' 
the Caribbean 
Total 114 countries 
Total 112 countries 
(excluding China ' 
India) 
Least Developed 
Countries 

Source: IFAD (1992) 

Population Rural Pop 
Total Rural per cent 

(millions)(millions) of total 
population 

2713 2019 74 

812 567 70 
462 337 73 

208 106 ~1 

425 1i3 29 
3809 2584 68 
1908 1132 59 

418 343 82 

as Rural Pop 
below poverty 

line 
Millions 

633 31 

262 46 
204 61 

27 26 

76 62 
939 36 
569 50 

234 68 
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l.3 Within these rural populatioas different t~rget groups 
have been identified. A bruad category sometimes 
distinquisbed is that ,,f smallholders. In fact, even 
within the smallholder sector there is u~ually 
considerable stratification, and in ri.::ller agricultural 
areas incomes at the upper end can be quite hlgh 
compared with average incomes even in the cities. It is 
at the lower end of the s•allholder sector that we 
should look for tt.e rural poor, those with very small 
holdings and especially the landless and near-landless. 
The very high proportions of landless and near-landless 
in many Central and Latin American and Asian countries 
are shown in Table 2. Evidence is that these numbers in 
many countries are increasing at a rate of some 3 - 5 
per cent per annum. overall, in some places quite rapidly 
(IFAD, 1992, p 74). 

Table 2: t.andless and Near-Landless Rural Households - Selected 
Countries. mid-1970s (Per cent of rural households) 

country/Region Near-Landless Landless Combined 

Dominican Republic 48 44 92 
Guatemala 47 38 85 
Ec...'"llador 52 23 75 
Peru 46 29 75 
Brazil 10 60 70 

Philippines 34 35 6S. 
Colombia 24 42 66 
El Salvador (a) 65 65 
Honduras 46 18 64 
Bangladesh (a) 33 29 62 

Costa Rica 11 44 55 
India 13 40 53 
Mexico 33 18 51 
Malaysia 35 12 47 

Source: IFAD (1992) 
(a) Data from late 1970s to mid-1980s 

1.4 In some countries, on the other hand, there are poor 
regions, poor especially for reasons of climate and 
soil, usually the drier or semi-arid portions of a 
country, and sometimes a semi-arid country in its 
entirety. Here most small farmers would constitute the 
rural poor. Within semi-arid regions, there is the 
special category of pastoralists. 

1.5 The latter are one of a nwaber of groups identified as 
constituting t:he •peris.•heral poor•, marginalised groups 
•at the periphery of the development process•, 'eking 
out their existence in a highly isolated and alienated 
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state• (IFAD, 1992): others being saa~l artisanal 
fisher.en and 'ethnic indigenous•, such as the 
Allerindians of Latin Allerica and the •tribals' of Asia. 
The distribution of these groups in 64 developing 
countries in 1988 is estimated in Tabl~ 3, which shows, 
for exaJRple, 324 million landless and, surprisingly 
perhaps, more than 50 million small and artisanal 
fishermen. 

Table 3: Functionally Vulnerable Population in 64 Qevelopinq 
Countries, 1988 

Functionally Vulnerable 
Groups 

Smallholder farmer 
Landless 
Nomadic pastoralist 
Ethnic indigenous 
Small and artisanal fishermen 
Refugees/displaced 
Total (1) 

Alllcnq women-headed households 

Source: IFAD (1992) 

Populatio~ 
(000} 

713141 
324177 

9875 
58930 
51596 

8349 
1109496 

221653 

(1) Total may not add up due to overlap 

Percentage of 
Total Vulnerable 

Population 

64.3 
29.2 
0.9 
5.3 
4.7 
0.8 

100.0 

20.0 

1.6 The poverty of these groups is most directly connected 
with lack of access to resources, particularly 
cultivable land, as a result of land pressure associated 
with population growth, unequal land distribution, 
exacerbated in some cases by discrimination, or access 
to only dry, low productivity land or remote hill 
areas. In the case of pastoralists there has been 
progressive alienation over the years of the best 
rangelands for cultivation or development projects. 

1.7 Another cateqory, overlapping with some of the above, is 
that of women-headed households, which in Table 3 is 
estimated at 20 per cent of the total vulnerable 
population. In many individual districts within African 
countries the proportion of rural households which is 
woman-headed is as high as 50 per cent. These often 
subsist on very small holdings or in drier 
low-productivity agricultural areas, and may be 
handicapped as much by lack of or limited family labour 
accompanied, due to poverty, by lack of agricultural 
equipment or draught power with which to increase their 
low farm output. Table 4 gives estimates of the numbers 
of rural women in poverty by region, and of the 
woman-headed households. 
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Table 4: Proportion of woman-headed housebolds among rural 
households and total number of rural women in poverty. 1988 

Region 

Asia 
Asj'l, excl China & India 
Sub-Saharan Africa 
Near East & North Africa 
L America & the Caribbean 

Total 114 countries 
Total 112 countries excl 
China and India 
Least developed countries 

Source: IFAD (1992) 

t of woman-headed 
households (aost 
recent estimate) 

9 
14 
31 
17 
17 

12 

20 
23 

Total no. of rural 
women in poverty 
(mn) 

363 
150 
130 

18 
43 

554 

341 
138 

1. 8 It is worth mentioninq se:parately youth, you,.,q men and 
women, even if they may be members of the households 
already counted, since these may suffer from disquised 
unemployment within the rural household, where they 
would in other circumstances have moved on to their own 
landholding, or may be openly unemployed in market 
centres, rural towns or in cities, due to lack of 
income-earning opportunities. 

1.9 Finally, the category of refugees and displaced persons, 
whose numbers are more closely specified in a later 
section, are quite often faced by lack of access to 
resources of any kind. 

1.10 Before asking the question, ho~ can rural industry help 
to alleviate poverty for these groups of people, it is 
necessary to point out that the extent and nature of 
poverty is not well measured by GNP per capita f iqures. 
Poverty is measured most directly by the extent to which 
proportions of the population are lacking in basic 
needs, particularly food, shelter, health, and 
education. Rural industry can contribute to basic needs 
directly as well as by generating income and purchasin~ 
power. Som~ ol the lines of actions reviewed or 
recommended in this paper would do just this: rural 
food processing activities, using improve~ technologies, 
rural housing programmes aimed at generating jobs and 
incomes in rural construction but also imp~oving shelter 
and health aaong the poor, and access to education for 
youth in disadvantaged households. These are not 
discussed here simply as Eeans of supplying the 
consumption needs of the poor, but as means also of 
economising labour to release it for income generation 
elsewhere, for raising productivity ir. agriculture, ,\nd 
for creating income-earning opporturities outsid~ it. 
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Another dimension of poverty is variability of income, 
whether seasonally or between years as a result of 
drouqht, disaster or civil strife. Contributions to 
eveninq out such variations or aajor fluctuations may be 
of critical importance in alleviatinq poverty. 

S.all industries may contribute to poverty alleviation 
by direct benef itinq of the poverty tarqet qroups or by 
indirect benefits tbrouqh expansion of employment 
op~ortunities offered by rural enterprises. In some 
cases projects may have a neqative impact on the target 
qroups t.ltrough, for instance, the labour-displacement 
effects of new technoloqies. The impact of projects, 
proqrammes and policies on the poverty qroups should be 
systematically monitored, throuqh properly established 
reportinq systems where possible, but taking into 
account both direct and indirect effects. 

Are there particular tactics or strateqies of 
development which ought to be followed in order to 
realise the kind of results implied above? One tactic 
which can be followed is to adopt self-selecting 
programmes, as suqqested by the ~orld Bank (1990, p 4), 
which exclude the non-poor by offering benefits that are 
of interest only to the poor. This would include the 
allocation of funds for developmental and conservational 
measures in poor regions and districts rather than 
concentrating them in the hiqhest economic return 
areas. Many of the types of pr~amme discussed 
presently would fall in this category: measures to 
economise women's time, or to raise productivity in food 
processinq will benefit women rather than men, and 
poorer women rather than rich. 

The recent IFAD volume (IFAD, 1992) puts forward the 
concept of •authentic development', of which 'the 
overall objective is participatory and environmentally 
sustainable growth based on poverty alleviation'. This 
rejects former paradigms such as the •trickle down' 
theories but moves on from a basic needs s~rateqy to a 
more self-contained or self-reliant concept of 
development, based on participation, and on sectoral 
interdependencies within the •poor economy•. The 
discussion below of savinqs mobilisation and credit 
distribution through women's groups, of area-based 
development proqrammes embracing the whole of the local 
population, including specific target groups, and 
demand-led employment creation through rural housing 
programmes are all consistent with an 'authentic 
development' strateqy focused directly on poverty 
alleviation and measuring its su~cess on that basis. 
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II RURAL INDUSTRY AND NON-FARH ACTIVITY 

1. Definition and scope: what industry are we talking 
about? 

1.1 There are different types of rural saall scale industry 
and different, sometimes confusing definitions are 
em.ployed. Since different categories call for different 
policies, so•e definitional clarification •ay be 
useful. 

1.2 First of all as regards scale, small and medium industry 
may be defined on the basis of either employment or 
capital (i.e. inputs) though for reasons of data 
availability, especially, numbers e•ployed are most 
often used. The boundaries selected in terms of numbers 
employed vary widely, however. A typical classification 
is probably: 

o - 9 •icro-enterprise (enterprises in this category are 
usually concentrated in the range O - 4). 
10 - 49 small industry or enterprise. 
50 - 99 medium industry or enterprise. 
100 and over large industry or enterprise. 

'Small industry• is so•etimes taken to encompass 
•icro-enterpris~ establish:llents as a sub-category. 
above categories are based solely on the criterion 
scale, and may be rural or urban. 

The 
of 

1.3 We may refer generally to SSEs (small scale enterprises) 
or specifically to SSIEs (s•all scale industrial 
enterprises). The former includes enterprises in trade 
(wholesale and retail), catering (hotels, cafes, bars, 
restaurants) and services (including transport), as well 
as other sectors such as •ining and construction. 
Non-manufacturing SSEs may account for 70 - 85 per cent 
of the total, and those concerned with trade as much as 
50 per cent in some cases. Hence if ~e are concerned 
with creating employment, it would be a mistake to focus 
only on manufacturing SSEs. Pro•otional progra:mmes will 
often need to be wider, and be appropriate to the 
different requirements of each s&~tor. 

1.4 Bural industry may be either small (including •icro), 
:edium or large scale, so we •ay refer specifically to 
RSIEs (rural small industrial enterprises). The term 
•rural industry' refers only to location: it is 
different from agro-industry or agro-allied industry 
which •ay be located in rural 21: urban areas. Rural 
indus~ry is also a wider category than rural 
agro-industry because it will embrace industries not 
linked to agriculture. 
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1.5 Agro-allied industry may also be small, medium or large 
scale. It may be divided into agro-based industry and 
agro-oriented industry. The former includes the 
agricultural prccessir.g industries and other forward 
linkages from agriculture, livestock and fisheries. 
Forest-based industries are sometimes also included under 
this heading but should probably be included separately as 
resource-based industry, along with those derived from 
mining and from quarrying, such as the production of bricks 
and tiles. A large part of rural industry is 
agriculture-based or natural resource-based. Evidently, the 
place to start in assessing opportunities for new rural 
industries which might be developed, and existing ones which 
might be expanded, is the local resource base. This will 
emerge quite strongly in this paper. 

1.6 One may also look at the possibilities for agro-oriented 
industry which refers here to backward linkages from 
agriculture, associated with the manufacture of agricultural 
input&, such as animal feed or fertiliser, and agricultural 
implements, including their repair. 

1.7 It should be emphasised that many agro-based or 
agro-oriented industries will be best produced in large 
scale units and in large towns. They will not necessarily 
be located in the rural areas th~mselves and not be 'rural' 
industries at all, despite their direct linkage with 
agriculture. This issue of location will be returned to 
presently. 

1.8 In trying to estimate the importance of rural non-farm 
entezprises, statisticians have collected data relating to 
rural household income, separating this into farm and 
non-farm income, the latter derived from non-farm 
activities. Frequently confusion arises between 'off-farm 
income' and 'non-farm income•. While the latter could 
include income from wage employment on other people's farms, 
non··farm income should include only income from 
self-er;ployment outside farming or wage employment outside 
agriculture or other primary activity. 

1.9 It is important that a~ailable statistics and statistical 
analyses make the difference. The amount of agricultural 
wage employment will be a direct fu1,~tion of the degree of 
inequality in land holding. Increased rural stratification, 
increasing the number of landless, is likely to rp:c;11l ~. in an 
increase in low-paid agricultural wage labour. In Kenya, 
for instance, the rural househoJJ category of divorced or 
separated women was found recently (IFAD, 1990) to have 
little by way of income froro self-employment (or 
remittances) and to constitute one of the bottom rungs in 
the rural labour force as the cheapest agricultural labour. 
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1.10 There is sometiaes ambiguity regardinq what is subsumed 
under the headinq of non-farm activities. For example, 
frequent reference is made to the positive experience of 
the Grameen BanJc in Banqladesh in extending credit for 
non-farm activities. The activities supported in fact 
included cow-fattening, fishpond cultivation and 
gardening, which would not fall under this headinq. 
Though they use only very little land, they are better 
described as •auxiliary agricultural production•, as 
they derived from intensification of farm activities. 
They may well constitute the most viable and useful 
activities to be assisted. 

1.11 Non-farm employment may consist either of part-time or 
full-time household or cottaqe industry carried on in or 
near to the household, or of employment in independent 
small enterprises, located in rural market centres or 
towns. 

1.12 As Tables 5 and 6 show, rural households depend to a 
very large extent on non-farm as well as farm income; 
the former often accounting for more than 40 per cent of 
the total. Rural household viability depends almost as 
much, in many cases, on non-farm activities as on farm 
activities, and for the poorest households the 
dependence may be greater. 

Table 5; Share of Non-farm Income in Total Rural Household 
Income. 5 countries 

Country 

Northern Nigeria (3 villages) 
Sierra Leone 
Taiwan Province of China 
Thailand 
Korea 

Year 

1974 
1974 
1975 
1976 
1980 

Percentage 

28 
36 
4) 
43 
34 

Source; 'Size Distribution, Structure and Determinants of 
Personal Income Among Farmers in the North of Nigeria' (PhD 
dissertation, Cornell University). Government of Taiwan, Taiwan 
Farm Income Survey of 1975 (Taipei; Joint Commission for Rural 
Reconstruction, 1976). World BanJc, Tbailand; Rural Growtb and 
,f:mployment (Washington, 1983). Government of Korea, Report pn 
Results of Farm Household survey (Seoul; Ministry of Agriculture 
and Fisheries, 1981). Taken from Kilby (1986). 

1.13 What is often forgotten is that a large part of non-farm 
income consists of trade, transport, services, including 
catering, and other non-manufacturing activity. The 
share of manufacturing in total rural employment is only 
9 per cent in the selected countries (Table 6), 
manufacturing accounting for 25 - 29 per cent of 
non-farm rural employment. 
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Table 6: Share of Non-rarw Activities And Manufacturing in Bural 
EllPlODent· Selecteci Countries 

Year Share of Share of Share of 
non-f ara JIADU- JIADU-

activities f acturiDCJ f acturiDCJ 
in non-f ara 
employaent 

' ' ' -----------------------------------------------------------------Bangladesh 1983/4 33.5 7.7 23.0 
India 1981 19.0 6.5 34.2 
Indonesia (Java) 1980 37.9 9.5 25.1 
Malaysia 1980 49.3 10.5 21.3 
Nepal 1977/8 N/A 14.0 
Pakistan 1982/3 32.3 9.4 29.1 
Philippines 1982 31.9 7.0 21.9 
Sri Lanka 1981 45.8 8.4 18.3 
Thailand 1983 N/A 5.4 

Mean value (Asia) 36 9 25 

Kenya 1970 28.0 
Sierra Leone 1976 19.0 7.6 40.0 
Zambia 1980 22.3 2.7 12.1 
Colombia 23.0 7.6 33.0 

Mean value (10 countries) 31 g 29 
-----------------------------------------------------------------Source: Islam (1987) and Haan (1989) 

1.14 Most efforts to foraulate proposals for the developaent 
of rural, SJ1all-scale or cottage/household industry or 
enterprise as a whole encounter a general lack of the 
required statistical inforaation. What has been 
collected often suffers fro• failure to make or follow 
clear definitions or dis~inctions as above, soaetimes 
rendering the data unusable or misleading. Often, 
surveys are based on enterprises found at market centres 
and leave out dispersed rural manufacturing activities, 
particularly those based on non-agricultural resources 
in forestry, fishing or construction. Household 
enterprises will usually be omitted or seriously 
underestimated. For these reasons estimates of non-farm 
employment and income based on household survey data 
generally diverge from those based on enterprise 
surveys. The international agencies can make a 
contribution by bringing these problems to the attention 
of national and international statistical services so 
they can be taken account of in formulating data 
collection plans. 

1.15 A striking feature of both urban and rural SSEs, 
manufacturing and non-manufacturing iR the predominance 
of micro-entetpriaes. The recent UNDP/GON/ILO/UNIDO 
review, co~enting on the composition specifically of 
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RSIE, notes that 'the overwhelaillCJ bulk of enterprises 
eaploy less than 5 persons, with less than 10 per cent 
in the saall industry cateqory, defined here as with 5 -
25 employees•. Data collected by Liedhol• and Mead 
(1987) {Table 7) equally show the bulk of eaployaent 
being provided either by aediua/large fir.s with 50 or 
aore eaployees or by aicro-enterprises. 

Table 7: Baplovaent in Industry. according to size of firm 

country 

India 
Tanzania 
Kenya 
Indonesia 
Zambia 
Philippines 
Colombia 
Republic of Korea 

1971 
1967 
1969 
1977 
1985 
1974 
1973 
1975 

GHP per 
capita 
(US$ 82) 

260 
280 
390 
580 
640 
820 

1460 
1910 

Source: Liedholm and Mead (1987) 

2. The location issue 

Ellployaent (%) according to 

Micro 
(0-10) 

42 
56 
49 
77 
83 
66 
52 
40 

size of firm 
Small 

(10-49) 

20 
7 

10 
7 
1 
5 

13 
7 

Large 
(50+) 

38 
37 
41 
16 
16 
29 
35 
53 

2.1 As indicated above, the term rural small scale ir.iustry 
begs the question of what is •rural'. Since development 
plans and action programmes frequently assert the desire 
specifically to promote rural industry, and consequently 
limit eligibility for assistance to enterprises which 
fall under this head, this is of some importance. A UN 
definition specifies as •rural towns• those with 
populations up to 20,000 people, and this has been 
adopted by others: however, the recent 
UNDP/GON/ILO/UNIDO report (1988) takes as RSIE that 
which is located in towns below 20,000 in size or in 
bigger towns 'if these retain the characteristics of 
smaller towns•. Recent work by UNIDO and other 
multilateral organisations on such widely divergent 
countries lik~ Viet Nam, Niger, Nepal and Uganda shows 
that small enterprises in even relatively large urban 
centres retain close relationships with the surrounding 
rural areas, which serve as suppliers of raw materials 
and markets f~r part of their output. 

2.2 In considering this in relation to poverty alleviation, 
we should note that there is a danger in focusing too 
narrowly on specific target groups defined in part by 
location. Market centres and rural towns develop 
important symbiotic relationships with their ~urrounding 
rural hinterlands. They are both necessary to the 
development of the rural economy and thus to poverty 
alleviation. Their simultaneous development may be the 
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best •eans of reducing rural-urban •iqration to the 
cities. Moreover, rural area poverty is very easily 
transferred to rural town poverty if develop•ent is 
slow. 

2.3 It should be noted, also, that in many LDCs, African and 
Asian, households are divided between rural and urban 
e11ployment, husbands or other lleJlbers of the family 
obtaining e11ploy.ent in small and inf or11al sector 
enterprise in urban areas. This makes the definition of 
a •rural household' 110re difficult. Many so-called 
'female-headed households' are better described as 
'divided households', obtaining both urban inco•e 
(through remittances) and rural income, while households 
headed by single or divorcea women aay be substantially 
poorer. In the former case, evidently, the pro•otion of 
SSI in rural towns •ay bE: iaportant in aaintaining rural 
household viability. 

2.4 With regard to location, even in the case of inforaal 
sector micro-enterprises, there is a stronq tendency for 
these to form clusters or agglo•erations in urban 
centres, presuaably due to perceived externalities in 
coming toqether. Within each aggloaeration, subsidiary 
clusters incorporating several hundred saall 
establishments •ay be specialised in particular 
activities, such as •etalworking or furniture-making. 
Thus even in respect of very saall enterprises, there 
may be an efficiency arquaent favouring location within 
an urban area, albeit economically interdependent with 
the surrounding area. 

2.5 Such development can still be beneficial to the rural 
population, including the poor. It is often quite easy 
for rural consumers to find their way into the towns, 
using fast and cheap local transport. Producing goods 
at low cost in the aost favourable location may suit 
consumers by turning the rural-urban terms of trade in 
their favour. There is scope for trade between rural 
and urban ir.formal sectors. Beyond this, the town 
informal sectors, these clusters particularly, aay be 
the best vehicle for introducing and developing 
appropriate technoloqies and products for use in the 
rural economy. one would expect these, indeed, to be 
the source-point of the appropriate techncloqies which 
it is considered aight all••:iate the problems of the 
rural poor. It follows, therefore, dogaatic adherence 
to boundaries of interest as defined by location should 
not be maintained, and that the rural economy should be 
seen as combining interdependent rural and urban areas. 
It may still be, for instance, that IFAD aay focus more 
on rural areas as such, including the introduction of 
appropriate technologies at the village level, while 
UNIDO involves itself more in the development of the new 
technologies themselves among informal sector 
enterprises wherever these are located. 
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3. The case for rural indµstry proaqtion 

3.1 The rural case for S11all scale/rural industry proaotion 
as a aeans of dealing with poverty is rather obvious: 

a. such industry is invariably labour-intensive and 
capable of providinq eaployaent in the rural areas for 
the poorest sections, al5o helping to reduce 
out-aigration; 

b. it aay be targeted to provide income-generating 
activities for specific target groups. Hon-fara 
activities are especially important for woaa.n-headed 
households and afford other woaen greater econoaic 
independence; 

c. non-fara activities, including aanufacturinq, can 
reduce seasonal poverty; 

d. new technologies may reduce labour drudgery aaong 
rural households; 

e. rural industry increases the supply of cheap, 
•appropriate' goods affordable by the rural poor, just 
as the urban informal sector provides goods catering for 
low-inco•e urban consumers, including goods related to 
basic needs provision such as rural shelter; 

f. non-farm activities are equity-enhancing, helping to 
even up disparities in rural incomes by providing 
eaployaent specially for the landless and 
near-landless. There is evidence that in aany 
countri~s, particularly in Asia, the share of non-farm 
income in total household income increases inversely 
with the size of the farm holding (Table 8). It should 
be noted that elsewhere, and this is true in some 
African countries certainly, the relationship may be 
more u-shaped, larger landholders having more capital 
also to invest in non-fara enterprises. For the same 
reason those with little or no land may be aore likely 
to enter wage employment, including low-paid 
agricultural wage e•ployment, rather than take up 
self-employment. Saith (1992) has shown that as regards 
self-emplo}-.ent, the position is less clear than 
advocates of the simple inverse relationship generally 
allow. 

g. However, a general tendency is for rural households 
as a whole to support themselves from a combination of 
farm and non-farm inco•e, with the latter playing an 
important role across the board. 
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T§ble 8: Size of '·"ld Boldina and Relative Xeportance of 
Non-ran Incoae in 'fotal Household Incowe 

Country 

Korea (1986) 

Taiwan (1979) 

Ecuador (1974) 

India (1970/71) 

Nurth Arcot, India 
(1982/83) 

Northern Nigeria (a) 
(1974) 

Source: IFAD (1992) 

Size of Bolding 
(ha) 

o.o - 0.5 
0.5 - 1.0 
1.0 - 1.5 
1.5 - 2.0 
2.0 - + 

o.o - 0.5 
0.5 - 1.0 
1.0 - 1.5 
1.5 - 2.0 
2.0 - + 

o.o - 1.0 
1.0 - 2.0 
2.0 - 10.0 
10.0 - 100.0 
100.0 - + 

landless 
0.0 - :&..O 
1.0 - 4.5 
4.5 - 10.5 
10.5 - + 

o.o - 0.1 
0.1 - 1.0 
1.0 - + 

o.o - 0.99 
1.0 - 1.99 
2.0 - 2.99 
3.0 - 3.99 
4.0 - 4.99 
s.o - + 

Non-Para Incoae Share 
in Total Household 
Incoae (per cent) 

73 
49 
35 
26 
19 

67 
58 
48 
40 
33 

40 
22 
14 
10 

9 

62 
34 
21 
11 

3 

35 
23 
20 

55 
29 
24 
14 
17 
26 

(a) Non-farm income estimated by deducting agricultural wage 
incOJ1e (1.8 per cent of total earnings) fro• reported 
'off-farm• incoae. 

3.2 The question is not whether small scale/rural industry 
i• •ocially beneficial, but rather whether it is 
econOJ1ic and, in particular, which types of rural 
industry are econOJ1ic. To the extent that project and 
progr ... es are established to develop rural industry, it 
is vital to know whether the activities being promoted 
and so•etimes pressed on participants are likely to be 
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self-sustaining in the lonq run because they have a 
fundaaentally sound econoalc basis. Many such projects 
are not assess·~ in a sufficiently realistic way. 

3.3 'l'be general econoaic advantages of rural industries can 
be stated, however: 

a. as a COllpOnent of the rural inforaal sector, they 
are able to provide a range of goods competitively at a 
lover cost than the large scale sector; 

b. in a nuaber of ways, to be described presently, 
large scale foraal-sector industry is favoured by 
subsidy and protection, so that Sllall scale industries 
would be even aore competitive in the absence of such 
biases; 

c. new technologies in agro-processinq or other saall 
industry can be applied to increase labour productivity 
and release labour for aore productive alternative uses; 

d. th~y can dovetail with agricultural activities and 
utilise slack season labour which has no opportunity 
cost; 

e. incoaes fro• non-fara activities can serve as 
insurance against fluctuations in farm incoae and even 
extreae drought and thua have additional security value; 

f. being in great aeasure resource-based, rural 
industries are strongly consistent with comrarative 
advantage. This also involves linkages with other 
sectors, particularly agriculture, fisheries, forestry 
and building materials production; 

g. they provide incentives to save, for purposes of 
investaent, and help to r~tain savings in the rural 
areas; 

b. they increase the availability of 'incentive goods', 
with possible positive effects on production. 

3.4 If we focus on the substantial aicro-enterprise 
component of aanuf acturing and other informal sector 
activities a feature which has been observed is that 
employment in the sector expands very largely through an 
increase tn the number of aicro-enterprises, still 
employinq no more than 2 or 3 persons, rather than 
through any increase in size of existing establishments, 
the sector representing, in effect, a form of 
self-employment. Different data put together by 
Liedhol• and Parker (1989) indicate similarly that 
•icro-enterprises generally do not expand over the 
years. Thus a 1980 updata of a survey of manufacturing 
micro-enterprises enumerated in 1974 found that none of 
the establishments in the villages (in Northern Nigeria) 
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had expanded at all, 13 per cent of those in rural towns 
had, and 31 per cent of those in urban centres had taken 
on aore workers. This indicates ~ qrovth of firas, 
but in urban areas only. In Nepal, durinq the 1970s, it 
was actually estiilated that the average eaployaent per 
aicro-enterprise had declined, fro• approximately 3 to 2 
persons, probably associated with the fact that the 
nUJlber of aicro-enterprises had alllost doubled, and 
their MVA increased by soae 78 per cent. The qreat 
majority of these enterprises was located in villages or 
saall rural towns (UNIDO, 1991). 

3.5 While the aajority of aicro-enterprises do not grow in 
size, saall scale industrial enterprises s!2 exist which 
have eaerged fro• their ranks. This appears to have 
happened to a significant extent in Asia, and in India 
particularly (Table 9), where 65 per cent of a sample of 
firms now employing 11 or •ore eaployees started as 
aicro-enterprises (l]: 

Table 9: Origins of Modern Small and Medium private 
Manufacturing Firms <with 11 employees or morel in six c~untries 

Region/ 
country 

Year No. of 
Firms in 
Saaple 

t Originated t Beginning 
as Micro with 11 or > 

(<10 employees) employees 

Africa 
Nigeria 1965 64 43.7 56.3 
Sierra Leone 1975 42 30.1 69.9 
Rwanda 1987 28 10.7 89.3 
Botswana 1982 20 20.0 80.0 

Asia 
India 1979 244 65.6 34.4 
Philippines 1978 47 48.9 51.1 

Source: Adapted Haan (1989) from Liedholm and Parker (1989) p 26. 

not so much in Africa (see also World Bank, 1987), 
though the Nigerian figure is nearer to that of, for 
example, the Philippines, reflecting the weaker 
dichotomy between formal and informal sectors in that 
country. 

3.6 Apart from the generally low rates of •graduation• of 
informal sector establishments to larger scale 
enterprises, they also exhibit a quite low survival 
rate, many disappearing within a few years of havinq 
been established. 

1. In rural Thailand •town industries• averaged 5-7 workers per 
establishment, according to one survey (Akrasanee et al, 
1983, p 107). 
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Discussion of the urban inf oraal sector has raised the 
question whether the expansion of the sector in terms of 
nUllbers employed represents evolutionary or 
'involutionary• developaent, that is, absorption of 
increasill<J nUllbers but at diainishill<J marginal 
productivity as aore and aore coapete within a liaited 
aarket. The saae question aay be put in respect of 
non-fa~ ~•ployaent within the rural areas and rural 
aarket centres. The figures referred to above for Nepal 
iaply diainishill<J aarginal product in this case 
certainly. The fact that the nUllbers ell<Jaged in 
non-fara activities within the rural areas have been 
increasing, if not acceleratinq, are indisputable: this 
reflects increasing population qrowth and developing 
land scarcity, increasing labour participation rates, 
particularly feaale, and low rates of labour transfer 
into the large scale foraal industrial and service 
sectors. While the expansion of the non-farm sector is 
taken by soae as evidence of its proqress, it may only 
reflect increases in labour supply to the sector rather 
than demand and productivity within it. Saith (1992, pp 
7-8) warns that the eaployaent created by rural industry 
could be generated at exceedingly low levels of 
productivity. 

An involutionary process would result if rural non-farm 
employment were severely deaand-constrained. A number 
of empirical studies of the rural industrial sector in 
Bangladesh (Osaani and Deb, 1986, BIDS/RISP, 1981, and 
Rahllan, 1986) have come out with optimistic prognoses in 
this regard. Their analysis is open to question, 
however, (Saith, 1992, pp 48-52). It is clearly of some 
importance that auch aore empirical work be carried out 
in different countries on income elasticities for rural 
industrial products. 

Despite the observation above that the individual 
micro-enterprises fur the aost part do not qrow in size, 
it is still possible for employment in the sector based 
on one or ~wo-person establishments to expand in 
impressive fashion. This is demonstrated in Kenya 
(Table 10), one of the few countries which maintains a 
reg-~lar statistical series covering informal sector 
establishments. over the period 1985-88 employment in 
small scale manufacturing establishments grew at an 
annual average rate of 15 per cent. 

It is also the case that rural industries and non-farm 
activities are not a homogeneous category. What is 
important in promoting a particular programme or project 
is to assess its own particular economic sustainability. 
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Table 10: Recorcied gploywent. includina QAll-scale 
enterprises I K mya I 1985-88 

1985 

c •ooos) (t) 

1988(a) Annual rate 
of growth 

('OOOs) (t) 1985-88 (t) 
-----------------------------------------------------------------All Sectors 

Public ' private 1174.4 82.2 
wage employaent 
(Private sector only) (599.8)(42.0) 
Sllall-scale ent'prises 254.5 17.4 
Self-employed ' 
f ntily workers 33.4 2.3 

Total 1462.0 100.0 

Manufacturing 
Pui.>lic ' private 
wage eaployaent 158.8 78.5 
(Privat~ sector only) (123.6) (61.1) 
Sllall-scale ent'prises 43.5 21.5 

Total, not incluring 
self-employed ' f aiaily 
workers 202.3 100.0 

1311.0 

(650.1) 
346.2 

43.9 

1701.l 

170.3 
(132.7) 

66.1 

236.4 

79.l 

(39.2) 
20.4 

2.6 

100.0 

72.0 
(56.1) 
28.0 

100.0 

3.6 

(2.7) 
11.1 

9.6 

5.2 

2.2 
(2.3) 
15.0 

5.3 
-----------------------------------------------------------------Source: CBS, Econoaic SUL-vey, 1989 

(a) Provisional 

4. Reacbinq tbe rural poor tbrouah rur•l inciustries 

4.1 There is considerable uncertainty in any rural 
development proqraJ111e regarding its success in reaching 
the intended brget groups. Whether, for insta~ce, 
rural public works reach the truly destitute has been 
questioned and even deliberately participatory 
programmes based on cooperatives have frequently been 
distorted by the local political process. In addition 
to checking the econoaic rate of return, aonitoring 
systems need to be established to aonitor closely the 
distributional aspect of rural developaent proqrAJ1J1es. 

4.2 It would be a misconception, however, to think that the 
rural poor can .QDil be reached by direct tar')eting. It 
would be a mistake, for instance, to liait assistance 
within the rural inforaal sector to 1-2 person 
aicro-enterp~ises rather than assist soae of these to 
expand in size and scope. As indicated above, it 
appears anyway that a coaparative ainority succeed in 
this endeavour, not constituting any threat to the 
majority of saall units. Secondly, such expansion is 
possible usually only through upgrading the product, for 
instance in woodworking by proJucing a higher quality 
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and wider range of furniture. Through such upgrading it 
aay be possible to shift the production boundary, to 
soae extent anyway, in favour of the rural saall scale 
sector and away from the large scale urban sector: a 
rigid policy of confining assistance to 1-2 person 
establishments aight succeed only in leaving production 
in the large scale sector. Since there are potentially 
iaportant possibilities, as will be discussed presently, 
for developing low-cost saall-scale capital goods 
production within the informal sector, to the benefit of 
the poorer rural population, this would be unfortunate. 
Informal sector establishments which do grow in this way 
up to 9 or 10 employees, or aore, often do so as a 
result of a master craftsman with aore advanced skills 
and some entrepreneurial initiative taking on additional 
young apprentices. This constitutes an important way in 
which rural skills are expanded and spread, and aay be a 
better w~y of providing opportunities for the target 
group of young men than through for11al vocational 
training institutions. 

4.3 Nor should promotion of still larger 'modern• rural 
small industrial enterprises (RSIEs) be discussed as a 
constituent part of poverty-focused rural development. 
These operate in situations of some economies of scale 
but remain comparatively labour-intensive, contribute as 
rural-located enterprises to rural surplus retention, 
often have a number of linkages within the local 
economy, and in some cases offer part-time employment 
which can be important for poor households. 

4.4 The presumption should be ~hat rural industry whatever 
scale contributes positively, directly or indirectly, 
unless specific detrimental impacts can be identified. 
More generally, the aim should be to maximise employment 
in efficient rural non-farm activities through a aix of 
rural industry types. It may be possible to develop 
relationships of complementarity between different 
promotional programmes in the same area, supported by 
the same or different international agencies, a women's 
participatory programme, for instance, with a rural 
housing programme or a programme for producing new 
products in the informal sector. 
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III. MEASURES FOR THE PROMOTION OF RQRAL spx.x.-sCALE INDUSTRY 

1. Macroeconomic policy at!d its effects 

1.1 The development of rural and small scale industcies is 
affected (a) by the overall policy framework in the 
country; (b) by specific measures adopted for rural 
ind~stry promotion; and (c) by policies towards the 
agricultural sector and other parts of the resource 
base. Most co111D.only promotion programmes for SSI have 
comprised a variety of supply-side measures, offered 
independently or as a package: credit, industrial 
estates providing infrastructural facilities, 
entrepreneurship development, skills training and so 
forth, aimed at removing different perceived constraints 
on the production side. In recent years, partly as a 
result of unfavourable experience with many of these 
components, it has been realised that supply-side 
initiatives on their own may be ineffective in the 
absence of favourable demand-side conditions and of 
macro-economic policies which provide the •enabling 
environment' for small-scale rural enterprises. 

1.2 What has often been the case, and remains so in many 
countries, is that measures at the macro level and the 
sectoral level are contradictory. Thus at the same time 
as establishing special small industry development 
organisations (SIDOs}, less developed countries, 
especially in Africa have been following as a basic 
industrial development strategy one of 
import-substituting i11dustrialisation (ISI). This 
usually centres upon large-scale capital-intensive 
industry, often foreign-owned, with imported 
technologies. Very often this large-scale manufacturing 
sector exhibits substantial excess capacity and can 
exert influence and pressure to secure protection and 
other support measures, including the duty-free 
importation of capital good~ and other advantages as 
listed below, biased in their effects in favour of more 
ca.pital-intensive methods of production. such 
industries do not use local materials to the same extent 
as rural or small-scale industry, and thus gene.rate 
fewer linkages. The adoption of •turn-key• technologies 
also reduces the possibilities for Pubcontracting to 
SSEs. 

1.3 One effect of the pursuit of ISI has been to produce, in 
Africa particularly, a bimodal structure in 
manufacturing with some large modern factories, albeit 
with excess capacity, probably, and vast numbers of 
micro-enterprises, with very little in between. This 
phenomenon in Africa has been described as the problem 
of the 'missing middle' (World Bank, 1987). 
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1.4 Apart from a general strateqy of ISI in many LDCs, most 
of the major policy instruments favour large rather than 
small scale production: 

i. as just mentioned, capital qooc:ls are frequently 
iJlportable duty-free, encouraqing capital-intensive 
methods. This also inhibits the development of domestic 
capital qooc:ls production, which might well have been in 
part at least small-scale and rural-oriented. 
Opportuni~ies in this direction are discussed 
presently. Lack of domestic capital qoods production 
makes it difficult to develop different technoloqies 
appropriat~ to local requirements or linkages between 
different sectors of the economy. 

ii. Tariff policy can have another type of negative impact 
on RSIE because of the way in which goods are sometimes 
classified, following conventions that are more 
appropriate to industrial countries. Thus Sierra Leone 
i~poses a 25 per cent tariff on outboard motors and on 
sewing machines, as though these were consumer goods, 
rathe;· than capital equipment for fishing and tailoring, 
while 3urkina Faso applies a 72 per cent duty on hand 
tools, under similar assumptions {Hagqblade et al, 
1989). 

iii. tax policy can exert a similar bias to {i) through 
special depreciation provisions which have the effect of 
subsidising the cost of capital. Such provisions are 
common in Africa but are also important in Asian 
coun~ries such as Thailand and the Philippines. 
According to calculations by Bautista {1988), such 
provisions in the Philippines reduced the user cost of 
capital by some 50-70 per cent. The repercussion of the 
measures were to reduce employment in non exporting 
firms by some 35 per cent, and in exporting firms by 7 
per cent. 

iv. Interest rate policy can add still more bias in the same 
direction. Formal sector interest rates in developing 
countries are generally fixed at standard levels within 
a range of, perhaps, 8-16 per cent, irrespective of the 
level of inflation or the real scarcity of capital. 
Thus real formal sector interest rates may even be 
neqative. Recent data for 25 countries showed a mean 
real rate of interest in the formal sector of only 3 per 
cent compared with 57 per cent in the informal se~tor, 
over 100 per cent in the case of Africa (Table 11). 
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Table 11: Interest Rates in the Formal and Informal Sectors of 
Developing Countr~ 

Africa (6 countries) 
Asia (10 countries) 
(incl Viet Nam) 
Latin America (9 coun~ies) 

Mean, 25 countries 

Informal Sector (') Formal Sector <'> 
no•inal real no•inal real 

114 
37 

(48) 
64 

67 

108 
28 

(20) 
54 

57 

9 
12 

(30) 
13 

11 

3 
4 

(2) 
2 

3 

Source: Derived fro• Haggblade et al (1986) 

Where the rate of interest is maintained at an 
artificially low level like this, the effect is to 
produce a dualistic capital market in which bank credit 
is rationed out amongst large-scale private or public 
enterprises, leaving rural and other s•all-scale 
enterprise to depend entirely on personal savings or 
expensive informal sources. This is referred to as the 
'cheap credit paradox•, under which low rates of 
interest result in non-price rationing of inve&tible 
funds, with most cheap credit concentrated in relatively 
few large loans (Von Pischke and Adams, 1980). Low 
rates of interest have a more general regressive effect 
on income and asset ownership since financial 
institutions must in turn pay even lower rates on 
savings deposits, again often negative in real terms. 
This hurts small savers and acts as a •tax• on financial 
savings, reducing their capacity to accumulate funds for 
the purchase of non-financial assets (Lycette, 1984). 
These s•all savers will include small farmers, potential 
rural entrepreneurs, and rural households generally. 

v. overvaluen exchange rates also subsidise capital by 
cheapening imported capital goods relative to labour. 
In 1983, out of 28 developing countries, exchange rates 
were overvalued by 10 per cent or more in 22 ~18 out of 
19 in Africa, the Caribbean and Latin America) and by 
•ore than 40 per cent in 8 out of 28 (Haggblade ~t al, 
198&). Such rates also discriminate against exports, 
which are generally agricultural or are products of 
labour-intensive RSIE, including processing. Reduced 
agricultural growth and incomes will affect 
de•and-linked RSIE and retard the development of still 
more rural linkages. 

Several country studies of the negative effects of such 
policies have been carried out, for instance in 
Thailand, the Philippines and Tanzania (Stewart, 1989). 
As in the case of interest rates, where exchange rates 
are permitted to diverge sharply from the equilibrium 
rate, available foreign exchange tends to be allocated 
on a rationing basis, which favours large private or 
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parastatal enterprises who can aake application to the 
Central Bank or even apply pressures to it. Due to 
difficulties in obtaininq either foreiqn exchanqe or 
actual iaport licences, saall scale and 
aicro-enterrrises aay fail ~o secure vital iaported 
materials or parts, affectinq their capacity to produce 
doaeutically or for export. 

vi. Provision of aarket inforaation, technical advice and 
other support and assistance in the establishllent and 
maintenance of an enterprise are also biased in favour 
of mediUll or larqe enterprises. Such assistance, 
whether fro• qovermaent officials, developaent aqencies 
or coJlllllercial institutions, is qenerally aore readily 
available to large enterprises in aetropolitan areas 
than to RSIE in the districts. 

vii. In the area of technoloqy, large units have a further 
advantaqe in beinq more able to invest in research and 
development, as well as beinq able to adopt ready-made 
technoloqies from abroad. small-scale enterprises are 
not in the saJRe position to develop technoloqy for 
theniselves within the enterprise. The appropriate 
technoloqies have often not been developed abroad and, 
to the extent that new technoloqies have been identified 
and introduced elsewhere, •echanisms do not exist in 
most developinq countries for drawinq on any such stock 
of knowledge, as mechanisms for international 
dissemination of this knowledqe are weak. 

2. Supply-side measures 

a. Small industry developaent orqanisations (SIDOs) 

2.1 The most co11aon response of governments in the past, as 
they have come to realise the need to= some kind of 
development effort in respect of small scale or rural 
industry, has been to establish what might be described 
as •general purpose• small industry develop•ent 
orqanisations (SIDOs) or SMIDA& (small and 
micro-industry development agencies). They are general 
purpose in the sense of combining, for example, 
infrastructural provision through industrial estates, 
extension and a credit component. 

2.2 While some of these have certainly made some progress, 
their qeneral performance has been disappointinq. The 
most important reason for this, undoubtedly, is that the 
macro-economic framework within which the orqanisations 
operate have not been consistent with a strategy in 
which small industry promotion can play a major role, 
major incentives and other policy instruments beinq 
heavily weighted in a contrary direction, towards large 
scale enterprise. In addition the orqanisations tend to 
be centralised and bureaucratic, and to exhibit a strong 
urban bias, focused as they are at a limited number of 
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points Where industrial estates have been established. 

2.3 A substantial eleaent of subsidy is often involved and 
the proqraaaes are usually highly dependent on donor 
funding, with probleas therefore of sustainability. 

2.4 

b. 

2.5 

2.6 

2.7 

They are usually governaent or parastatal-organised, 
without direct involveaent by co .. ercial banks or 
non-governllental organisations, leading on to co .. on 
difficulties fro• non-repayaent of loans, arising out of 
the assumption by borrowers that governaent funds can be 
treated as grants. (UHDP/GOH/ILO/UNIDO, 1988 p xxi). 

What is needed rather than an institution centred 
squarely on distributed fixed-location estates is an 
organisational set-up designed to proaote saa.11 scale 
urban and rural aanufacturing enterprises coaprisinq a 
wide ranqe of different types, concerned with the 
panoply of possible policy aeasures towards SSI, 
includinq technology and proaotion throuqh NGOs, and 
involved at both national and district levels. In the 
urban areas such an organisation would be as auch 
concerned with assistance via established concentrations 
of informal sector producers as with aodern saa.11 scale 
establishments located in foraa.l industrial estates. 

Industrial estates 

Many small industry proaotion proqraJ1J1es, following the 
pattern of setting aside 'industrial areas' for the 
benefit of larqer enterprises, have centred upon the 
establishment of industrial estates. This bas been the 
case in Anglophone African countries such as Nigeria, 
Kenya and Tanzania particularly. 

Part of the rationale for the provision of industrial 
areas for mediWD or large scale factories, however, is a 
locational one, a aeans of attracting firas to locate in 
the country or region concerned or to st~ulate 
investment by national entrepreneurs who aigbt otherwise 
be unwilling to venture capital. By and large the 
problems of rural industry and urban inf oraa.l sector 
enterprises are different, and it is not surprising that 
policies of establishing rural industrial estates on the 
urban model in the hope of sti•ulating local development 
in backward regions have aostly failed. Furtberaore, 
because of their fixed locations - unrelated to the 
distribution of specific resources - they are not 
obviously suited to agro-industries or resource-based 
industries generally, except to the extent they provide 
access to scarce land, power or water supplies. 

Nor have they generally been well-designed to •eet. the 
needs of aicro-enterprises: workshop design has bt:'en 
inappropriately fancy for the needs of the informal 
sector, leading to unrealistic rent levels; common 
facilities are often provided with an inappropriate 
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advanced level of equipment, leadinq to a low degree of 
utilisation; and the estates have often been 
inappropriately located, ignoring the need for proxi.Jlity 
to aarkets. This was very •uch the experience in Kenya 
for exmaple, where s•all estates formed the basis of a 
Rural Industrica.l Develop•cmt Progra.ae (RIDP) in the 
later 70s. 

In Malaysia estates developed with reference to large 
enterprises aay be utilised also by the largest of the 
SSEs. However no provision is aade for the very small 
establishments, 'often the ones in •ost need of 
assistance as they usually operate in unsatisfactory 
makeshift structures on land which is rented at high 
rents with no security of tenure' (Choudhury, 1988 p 
60). 

What emerges is that it is essential to design provision 
of this type separately to suit each category of 
industry, for large, •ediu. and micro-enterprises. For 
•icro-enterprises allocation of land for construction of 
own str..ictures may be appropriate, where land is 
scarce. Very often there is spontaneous development of 
'informal sector• agglo•erations of workshops and 
enterprises of different kinds, and it may be better to 
i.Jlprove services in these areas - water, power and 
sewerage, for instance - rather than attempt to create 
estates artificially. 

Where small estate facilities are appropriately designed 
and located to acco .. odate clusters of 'informal sector' 
manufacturing establishments, a particular advantage 
1'Fhich has emerged, in Kenya and Tanzania for exa11ple, is 
that dealers and other custo•ers come to the cluster to 
aake purchases, attracted by a concentration of 
workshops providing competition and choice of products. 
A particular advantage of providing simple lockable 
pre•ises for rent or progressive purchase is that they 
directly assist the large proportion of •open air' 
establishments and more generally allow enterprises to 
econo•ise scarce funds, using the limited amount they 
have for working capital, without the problems of 
repayment associated with cash loans. 

Infrastructure 

Industrial estates are of ten seen as a means of 
providing electricity and other infrastructural needs of 
large or small industry. These are clearly lesr 
suitable for rural industry, which is usually 
dispersed: here rural electrification, which makes 
electric power widely available, is clearly important, 
and particularly important if it is desired to eliminate 
special disadvantages which rural industry has compared 
with urban. The development of metal workshops in rural 
A3ia in particular has been assisted by rurdl 
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electrification. Even here there are major differences 
between countries: thus in 1975 just over 26 per cent 
of rural households in the Philippines were supplied 
with electricity, coapared with al.Jlost total coverage in 
Taiwan (Stewart, 1989, p 82). In Africa coverage would 
have been 1 or 2 per cent at the •ost. 

Choudhury (1988, pp 39-40), co..entinq on the high 
concentration of aqro-industries in urban areas, argues 
that in Asia there has been •iqration of rural and 
aqro-industry, especially of large enterprises, to the 
urban areas, as a result of the lack of adequate 
infrastructure in rural locations. China is taken as a 
major exaJ1ple of the adoption of a strong, positive 
strategy in this regard, achieving effective dispersal 
of industries to rural areas through the developaent of 
township enterprises. 

Credit and finance 

The first thought of govermaents or developaent agencies 
when deciding upon small industry proaotion is to off er 
credit. Two questions need to be asked, however, in any 
qiven country situation: is credit really a limiting 
constraint on the growth of S11all enterprise and, if so, 
to what extent and in what respects? Secondly, if some 
credit would be helpful, what is the aost effective way 
of delivering such credit, using what existing or new 
aechanisJ1S? 

The presumption of credit as a constraint derives 
particularly fro• incontrovertible evidence of heavy 
dependence by •icro-enterprises on pei.sonal savings 
supplemented by loans from friends and relatives, with 
negligible credit froa co .. ercial banks or government 
sources. In Asia, •ore than Africa, expensive informal 
sector credit through urban and rural •oneylenders may 
be av~ilable. Thus, according to data collated from 
different sources (IFAD, 1992, Table 7.6), the 
percentages of initial finance secured by small 
enterprise fro• own &avings or relatives were Bangladesh 
75 (1980, 11 thanas), Nigeria 98 (1970, 3 states), 
Sierra Leone 80 (1976, whole country), Tanzania 93 
(1968, rural towns) and Haiti 81 (1979, 
Port-au-Prince). Percentages secured from commercial 
banks were 1 per cent or less in all cases. Obstacles 
are insistence on collateral or equivalent guarantees; 
tiae-consUJ1inq and urban-based procedures which are 
particularly dauntinq !or small enterprises; and perhaps 
an inherent conservatism on the part of banks, given 
also the comparative ease of earning bank revenue on 
large loans. Fol'Jlal banks have a very limited rural 
network, especially in Africa, as well as hiqhly 
centralised loan approval procedures. 

Secondly, numerous surveys which ask micro-entrepreneurs 
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directly what they consider tbe aain constraints on 
their operation or expansion to be, the answer is alaost 
invariably and overwhelaingly credit. Chuta and 
Liedhol• (1979), for example, reported credit and 
capital as the greatest perceived needs of saall 
business owners in Haiti, Sierra Leone and Nigeria. 
NUllerous surveys in Kenya h4ve found siailar responses. 

2.16 Despite these a priori reasons for supposing that access 
to credit aust be a aajor problea for saall f iras, there 
is need for caution in making this deduction. Certainly 
the respo&.es of small scale entrepreneurs in 
questionnaire surveys should not be taken at face value, 
for a nuaber of reasons. To take one, a aore recent 
publication by Chuta and Liedhola (1985) with reference 
to Sierra Leone reveals substantial excess capacity in 
saall scale industry (table 12), and concludes that 
'particularly in the rural areas, the existing capital 
stocks of saall scale industries in Sierra Leone were 
generally not fully utilised' (p 39). These findings 
are rather serious for rural industry proaotion in 
general and support aeasures discussed here relating to 
de.and-led developaent of SSI, exploitation and 
developaent of inter-sectoral li~~~~cs, and introduction 
of new technologies, rather than reliance on supply-side 
measures. 

Table 12: Sierra i.eone: £xcess capacity Cll by SJlall-scale 
industry by location. 1974-75 
Industrial Localities 
category Less than 2000- 20000- over All 

2000 20000 100000 100000 localities 

Tailors 45t 34t 29t 24t 33t 
n [2] 14 24 3 8 
Gara 1st Jlt 1st 25t 
n 1 3 1 
Carpentry 45t 33t 25t 22t 34t 
n 9 9 8 3 
Blacksmiths 43t 47t Jot 41t 
n c 4 3 
Baking 4lt 32t Jot 34t 
n 6 7 6 
Others 38t 44t 27t 43t 36t 
n 9 16 19 5 
Weighted grand mean 35t 
-----------------------------------------------------------------[l] For definition of excess capacity measures, see text 
[2]n = number of cases: includes both randomly and purposively 
sampled firms 

Source: Chuta and Liedholm (1985) 

An examination of Table 12 reveals that a substantial amount of 
excess capital capacity existed in all the major small-scale 
industries. The excess capacity varied by major industry, 
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however, ranging froa a high of 41 per cent in the blaclts•ithing 
industry to only 25 per cent in gara dyeing. Even aore striking, 
however, was the indication that the aaount of excess capacity 
varied by location. In tailoring, for exaaple, there was 45 per 
cent excess capacity in the vi~lages but only 24 per cent in 
Freetown. The highest aaount of excess capacity was found to 
exist in rural areas in the other .ajor industries as well. This 
aay be traceable, at least in part, to demand considerations. 

2.17 

2.18 

2.19 

2.20 

Governaent agency efforts to reaedy a supposed capital 
shortage aaong saall enterprises have generally •et with 
poor results, with low loan repayaent rates, often due 
in part to an assuaption by loan recipients that there 
is no real need to repay. This has also led a nuaber of 
observers to conclude that lack of capital is not the 
aain proble.. 

A recent IFAD aission (IFAD, 1990) concerned with the 
developaent of rural saall industry in Kenya observed a 
subs~antial net flow of savings txgg rural to urban 
areas, based in part on savings societies, which aight 
have been expected to provide loans for rural investment 
if rural enterprises looking for finance were able to 
offer a favourable return. This points to the need to 
assess closely rates of return in the rural industrial 
activities being proaoted. 

It should not be ignored, also, that part of the 
reluctance of co .. ercial banks to extend credit to small 
enterprises reflects a quite appropriate assessment of 
the real costs of making large numbers of small loans, 
both basic ad:ainistration costs per loan and special 
supervision costs associated with the extra risks of 
lending to entrepreneurs not well known to the banks and 
who lack collateral. The Industrial Finance Corporation 
of Thailand, for instance, would be typical in arguing 
that 'the high cost of administering small loans is 
inconsistent with its profit obligations' (Akrasanee et 
al, 1983), this despite its status as a development 
bank. 

Notwithstanding these provisos, there does appear to be 
scope for a balanced but enterprising approach to the 
provision of credit and/or finance to small scale 
industrialists. Programmes for extending small short 
term l~ans of $50-150 at market rates of interest to 
groups and individuals to cover working capital have 
been successfully implemented by BICK in Indonesia and 
ACCION/AITEC in Latin America (Haan, 1989, p 24). The 
best known scheme for extending rural credit without 
insistence upon collateral, to landless householders, 
particularly women, is the Grameen Bank in Bangladesh. 
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Given the deficiencies of governaent loan schemes 
already referred to, it seeas desirable, if possible, to 
involve co .. ercial banks in rural credit distribution. 
To induce co .. ercial banks to becoae involved in a 
positive way, three approaches aay be adopted, singly or 
in coabination: (a) transactions costs can be reduced 
by aaking use of interaediaries in the form of 
non-governaental organisations, whose activities at tne 
local level in identifying and screening potential 
loanees can be spliced on to the co .. ercial systea; (b) 
banks' aargins aay be increased by allowing a higher 
rate of interest on saall or unsecured loans, or making 
available a special, subsidised loan fund to the banks, 
reserved for Sll1all enterprise loans; (c) banks' risks 
can be reduced by providing credit guarantees or 
insurance. 

A nuaber of Asian and African countries have begun to 
follow the experience of the Gra11een Banlc and experiment 
with adaptations of its approach. It should be kept in 
aind that the circuastances and •anner in which the GB 
was initi~ted and has been developed ar~ rather 
particul~~· and also th~t it has not altogether dealt 
with the problem of high achlinistrative and supervision 
costs for saall loans. Nevertheless these attempts at 
replication need t~ be followed and analysed closely. 
Experience so far appears mixed. 

The recent UNDP/GON/ILO/UNIDO document (1988) argues 
that credit for RSIE and saall industry generally should 
be made available in as decentralised a form as 
possible, making more use of non-bank financial 
intermediaries where possible. As just indicated, these 
are generally well represented at the local level and 
have a comparative advantage relative to the commercial 
banks in having closer knowledge of individual loanees' 
circumstances and thus in identifying and screening 
candidates. An advantage which they share with the 
banks is of not being viewed by producers as part of 
government. 

Reliance on NGOs does not immediately solve all 
problems, however. Very often, because of having 
independent sources of funding, they disguise rather 
than reduce loan administration costs. Where, as is 
usual, economic objectives are secondary to social 
objectives, as for instance in providing for youth 
employment, an efficient, economic approach may not be 
adopted. Moreover their staff aay lack experience in 
relation to economic activities, being trained rather in 
social and community work. Nevertheless the cooperation 
and division of labour indicated between banks and NGOs 
does offer the genuine possibility of reducing risks and 
supervision costs and needs to be explored in the 
context of each situation. 
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An i•portant ingredient in the Grameen Bank success has 
been its use of groups (in the GB case groups of five 
people, either male or female groups) to serve as mutual 
guarantors (the group being responsible in case of 
individual default), thereby reducing supervision 
costs. This principle could and should be applied to 
groups of artisan-entrepreneurs and workshop-enterprises 
within informal sector manufacturing. 

It should be possible also to encourage savings and loan 
associations (SI.As) or group savings associations, which 
are widespread in Africa and Asia to become more 
involved in short loans for business purposes, including 
manufacturing, rather than consUllption loans of various 
kinds. One fo:rlll of these is the Rotating Savings and 
credit Associations (RoSCAs), in which loans are paid 
out to each member in turn and which essentially 
constitute a system of pooled savings. SI.As also reduce 
lender's risk by selecting only members in which the 
group has confidence, and could reduce borrowers' 
transactions costs involved in travel time and loan 
request preparation. Their potential, particularly in 
relation to productive investment, has been very largely 
neglected by researchers and policy-makers. They have 
particular potential for women as a target group and are 
discussed more fully here in a later section. 

credit guarantee schemes in which government or donor 
funds are used to off er a degree of insurance to 
commercial banks or other credit agencies are being 
introduced in a number of countries. An adva~tage of 
these is that they involve only 'lubricating' commercial 
lending institutions rathe: than replacing them in 
making loans to SSEs, and need only in~:ol ve actual use 
of funds to the extent that there is incom;lete 
repayment by clients. They have underused potential in 
respect of rural women, in particular. 

Simply providing guarantees, however, does not deal with 
the problem of screening clients and of the risks of 
lending to large numbers of small entrepreneurs; nor 
does it guarantee, for this reason, that commercial 
banks will respond to the incentive provided. Thus the 
credit insurance scheme in Indonesia, ASKRINDO, under 
which all loans to small borrowers were guaranteed by 
government to the extent of 75 per cent, led to heavy 
government financial losses; wnile a credit Guarantee 
Scheme in Malaysia, under which banks were to provide 
unsecured loans to small industries up to M$ 30,000 and 
to reserve 5 per cent of their loan portfolios for 
agricultural loans, was still not able to reach a 
sufficient number of small borrowers (Choudhury, 1988, p 
58). 
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Technology and product developaent and disseaination 

In discussinq the aacro-policy environaent affecting 
large and saall industry it was aentioned that for 
different reasons research and developaent is likely to 
be very auch biased towards, if not liaited to, large 
scale enterprise. Evidently it is important that 
aeasures be taken to redress this balance. But the 
urgency is wider than this, because of the 
interdependence between e.griculture and rural industry 
developaent. While the latter is directly dependent 
upon the level of agricultural developaent and incoaes, 
the need, particularly as rural population density 
increases, is in turn to raise agricultural productivity 
by upgradinq rural technologies, with the help of rural 
industries. 

Rural technologies here relate to a nu.her of rural 
sectors - agriculture and livestock production and 
processing, energy (e.g. biogas), transport, 
construction and the production of doaestic hardware and 
other utensils, all of which offer possibilities for 
rural-based SSI production. A first need, in each 
economy, is to assess the possibilities existing ~or the 
development of appropriate technologies. 

Discussion of the need for appropriate technologies for 
labour-abundant countries and research into usable 
appropriate technologies theaselves is in at least its 
third decade. The nUJlber of •success stories• is not as 
great as would have been hoped, although, according to a 
recent reviewer (Smillie, 1991), 'there are, of course, 
many'. The review mentions (p 6) the 'hundreds of 
thousands of increasingly inexpensive handpumps' which 
'have made life infinitely better for poor people in 
dozens of countries' and •similar nUJlbers' of cheap 
latrines which have had a major impact on health, 
together vi~ fuel-efficient stoves (including a 
Zimbabwean and a Kenyan model), improved bakers• ovens, 
low-cost cement and other inexpensive, durable building 
materials, improved potter's wheels, and fishing boats. 
Staple food processing equipment for use by women in 
rural villages is discussed in a later section. In the 
area of energy, one can point to a WB/UNDP project which 
has installed 10,000 photovoltaic pumps in Egypt, Sudan, 
Mali and the Philippines. Biogas technology combined 
with use of briquetted agricultural wastes has so far 
made only limited headway outside China, where it is of 
considerable importance in the rural areas, and India. 
In India, however, the number of individual family-size 
biogas plants tas increased from 10,000 in 1974/5 to 
over soo,ooo in 1986/7 (Carr, 1991). 

Some developments have come about as a result of 
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interested expatriate entrepreneurs such as Parry who, 
based in Birainghaa, UK, dev~loped an ~roved but 
hand-operated tile-aaking aachine: within 5 years fro• 
1985 the co•pany•s annual sales had risen fro• 50 to 
500, with steady iexport orders froa 20 developing 
countries. However, a few other cases which have 
attracted attention have been of indigenous 
entrepreneurs: one such is a foraer university 
technician in Ghana who launched his own company under 
the naae of SIS Engineers, initially aaking saall wooden 
iteas, such as T-squares, tripods, and rulers, but 
eventually began to produce coaplete saw-benches and 
then wood-~urning lathes for sale to woodworkers in 
Anloga. co-enting on this experience, Smillie claims 
(Smillie, 1991, p 40) that: 

'The circular saw bench and tlae wood turning lathe were 
to the woodworkers in Anloga what the Spinning Jenny was 
to the eighteenth-century British textile industry. 
Within five years the area had been transformed from a 
place where carpenters and sawyers produced very basic 
furniture, into an area half a mile long where lathes 
and power saws worked fro• dawn until well after dark. 
Products which had once been exclusive to large-scale 
formal sector producers were now being made by 
micro-entrepreneurs.• 

This last observation identifies this as an example 
where a shift of the production boundary between large 
scale and small scale sectors has successfully been 
achieved. 

2.33 This is an interesting example of the production of 
low-cost capital goods within the informal sector. 
Further examples can be given of such innovations 
developed entirely .trough rural craftsmen's independent 
initiative. Thus local manufact,ure of a millet mill 
(excluding the motor) by a village craftsman was 
observed in Morry Laye Village, Senegal, which was 
substantially cheaper than the imported version an~ had 
the major advantage of being able to process wet grain, 
satisfying the locally favoured taste (UNIFEM, 1988, p 
44). In Kenya, similarly, a recent IFAD mission (!FAD, 
1990) was surprised to find informal sector production 
of substantial tea processing machinery (again excluding 
the motor), using local. inputs. 

2.34 These are comparatively isolated cases, however, and the 
challenge is to irtroduce such products to a more 
substantial sectiun of producers. It is quite possible 
that a much wider range of custom-built rural capital 
goods could be produced within the informal sector in 
market centres as well as in urban areas. In no 
country, it would appear, is there any institutionalised 
search capacity established with the directive of 
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finding items which could be siaply copied but produced 
•ore cheaply, using local scrap and other aaterials. 
This leaves a particular gap in African countries where 
the light engineering industries are very much less 
developed, for various reasons, than in Africa. 

More generally, it is iaportant, once macroeconomic 
biases against the expansion of a.all s~le industries 
are reaoved, that the saall enterprise sector is able to 
respond, so that the boundary between what is produced 
in larger and in saaller enterprises is shifted in 
favour of the latter sector, to widen its scope. A 
question is how best to achieve soae degree of 
technological upgrading of the sector to secure such a 
response. 

Not all rural manufacturing activities have auch 
potential for upgrading. It is a aatter of selecting 
those sectors which have the greatest potential. The 
manufacture of •etal products, especially if linked to 
agricultural development, appears to be capable of the 
greatest extension and diversification. 

Development of furniture aaking and other forms of 
carpentry appears closely linked to quality: while 
rural market demand for rough, low quality furniture may 
become saturated, iaproveaent in product quality and 
design can allow enterprises to tap into higher income 
markets otherwise served by urban factory production. 
This raises the question, again, of training and 
extension related to improvement of products. 

While regional circUllstances and possibilities will 
vary, there also exists an international 'shelf' of 
appropriate technologies on which it is sensible to draw 
first. For this purpose individual countries need to 
set up a search capability, that is a domestic 
institutional mechanism, with international back-up, 
capable of identifying possibilities and testing their 
relevance and adaptability to local requirements. There 
are just a few appropriate technology institutes in the 
developing countries, and these are often peripheral, 
for reasons of staffing and finance. 

Once the prt')ducts to be manufactured have been 
identified, the next task to secure their effective 
production, that is, the dissemination of new productive 
opportunities. Again, in most countries little or no 
institutional infrastructure exists for the 
dissemination of technological knowledge to support 
small scale industry production. This is in direct 
contrast with what is attempted towards peasant 
producers through agricultural extension and, in the 
area of welfare support, through community development. 
As Carr (1989) notes, there are very few examples of 
rural industrial extension services. What .is needed, 
therefore, is some analogue to 
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the agricultural extension service. As in the case of 
the latter, of course, it is important that the service 
has a directly useful, practical 'aessage' to offer. 

It ha~ been suggested (Haan, 1989, p 56) that •market 
approach' to appropriate technology disseaination be 
adopted, under which the introduction of new 
technologies takes place via the producers of the 
equipment or product. saall scale entrepreneurs here 
are provided with designs and technical assistance 
during initial production runs, as well as credit, 
assistance in marketing, etc. This ought to avoid any 
persistence in 'pushing• AT products which, however 
interesting, are not practical and therefore are 
non-marketable. 

Extension using the market approach could be based on 
agglomerations or clusters of informal sector 
producers. A recent IFAD mission to Kenya has 
identified these as a potential major vehicle for 
promotion of the sector. Despite the extensive 
literature on the informal sector, little or no comment 
has been made regarding the tendency of informal sector 
producers to cluster in this way, in cities but alsc in 
rural towns. sometimes in their hundreds, though it is a 
phenomenon common to Africa, Asia and Latin America. 
The fact that this clustering is spon~aneous, and very 
often divided according to particular trades and 
specialisations, is indicative of externalities 
perceived by small producers, just as externalities lead 
to concentrations of large enterprises. 

On the face of it, ~hese could make the task of 
dissemination of new prod~cts and technologies much 
easier, since once introduced within the cluster, a 
demonstration effect is likely to be effective in 
productivity or market terms. Once introduced in large 
agglomerations in rural towns, an innovation is then 
likely to be more widely diffused among more dispersed 
rural producers. Within these clusters, small groups or 
associations could be specifically encouraged, to 
develop as spontaneously as possible, on the basis of 
mutual trust. These might bring advantages, including 
some hitherto the preserve of large enterprises, such as 
trade discounts on purchases of materials, bulk orders 
from wholesalers or from institutional buyers such as 
schools (a major disadvantage of large number of small, 
independent producers is their inability on their own to 
fulfil such orders, especially of standard design and 
quality), receipt of sub-contract~ from large firms, 
collective savings schemes, and so on. 

Their existence is likely to facilitate also the 
development of apprenticeship schemes: indeed they 
could provide a very useful environment for training 
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within a market environaent. More generally, they could 
vrovide for articulation of the felt needs of saall 
producers, negotiating on infrastructural requirements, 
licensing arrangements, probleas of harassment, and even 
national policy instrullents where large enterprises 
present~y have substantial influence. 

Some countries have already aoved in this direction. In 
Francophone West Africa, for exaaple, Chambres des 
Meti6rs have been established in a nUJlber of countries. 
Maldonado (1989) refers to an ILO project for the 
organisation of sectoral saall producers• groups in 
Mali, Togo and Rwanda initiated, star-ing with urban 
areas, in 1982. In Rwanda 71 grassroot as:;:x:iations had 
been organised, 8 intermediate trade federations and a 
confederation (KORA) in the capital, Kigali. These had 
negotiated for formal recoqnition, and an end to police 
raids, initiated collective savings sche.aes to provide 
credit (in Kigali the movement established its own 
bank), set up raw material scheaes and organised 
training along the lines of established apprenticeship 
schemes. A major (46 per cent) increase in incomes 
among the involved micro-entrepreneurs in Kigali is 
reported. Maldonado (p 82) co .. ents that: 

'the participatory approach has proved more effective 
than the traditional spoonfeeding methods, not only 
because its effects are more durable and the activities 
it launches can be continued by those directly 
concerned, but also because the cost per beneficiary is 
lower and hence the returns on investments are higher.• 

With respect to subcontracting from LEs to SSEs and 
~SIE, the UNDP/GON/ILO/UNIDO study of 1988 argues (p 
xxii) that information exchanges are likely to be more 
effectively operated by industry associations than 
extension a~encies. Where no previous organisational 
basis exists, however, some c~talytic intervention is 
likely to be desirable. The .... ame report comments (p 32) 
with reference to Pakistan, where irrigation and 
mechanisation equipment production is based in the large 
enterprise sector, on a complementary development among 
RSIEs, organised in clusters, both large and small, in 
the prosperous agricultural areas of Punjab and the 
North West Frontier Province, producing agricultural 
tools and machinery. As already noted, repair and 
service workshops for tractors and other equipment are 
even ~ore widespread, constituting an important backward 
linkage from agriculture. 

Training and entrepreneurship 

As noted by Haan (1989, p 36) •entrepreneurship' may be 
said to encompass two distinct elements, (i) the ability 
to perceive profitable business opportunities and (ii) 
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the capacity to coordinate and control the work which is 
being done. With respect to the first ability, it is 
doubtful whether this can be •taught' or in any way 
developed through training. What is important is to 
secure the right macroeconomic framework or •enabling 
environment• under which small enterprises can thrive, 
as already discussed. Identification of product 
possibilities and their dissemination, particularly 
through SSE 'clusters', represent more direct 
intervention. This involves entrepreneurs perceiving 
opportunities through a 'demonstration effect•. 

Many of the most successful small entrepreneurs in 
developing countries learned their skills as formal 
sector employees before deciding that there were 
opportunities in self-employment or small enterprise, 
while those engaged in trade have through their dealings 
observed shortages or gaps which presented opportunities 
for manufacturing. This indicates the advantage of a 
broad policy toward SSEs, encouraging trade and other 
non-manufacturing SSEs also. 

As regards the second element, of management skills, 
these are not appropriate to most urban and rural 
SSIEs. The presumed value of bookkeeping for this 
category of enterprise has been strongly criticised 
(e.g. Harper, 1988) and there is no evidence that those 
enterprises which do keep books perform better than 
others (McKenzie, 1989). 

It is often assumed that unemployment in developing 
countries is the result of education which de-emphasises 
practical skills and, conversely, that training in 
blue-colla~ skills will lead straightforwardly into 
opportunities for practising crafts through 
self-employment. The UNDP/GON/ILO/UNIDO study observes 
here (p xix) that training centres have mostly been 
ineffective as promoters of RSIE and, apart from being 
urban-oriented, •usually attract, with doubtful results, 
new entrants rather than those engaged in RSIE'. In 
Kenya young graduates of village polytechnics have 
actually been found less acceptable to informal sector 
entrepreneurs as recruits than those without prior 
training. 

Rural skills training centres often show 
overconcentration on one or two blue-collar skills, such 
as carpentry, leading to local market saturation. 
Tracer studies of leavers, which would indicate the 
rates of return attached to such training, are generally 
scarce. It seems evident that often only a minority 
succeed in "lchieving effective self-employment ~.n 
micro-enterprise. 

A more effective approach, again, may be to build on 
what is there, by developing existing informal 
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apprenticeship systeas which exist - but are not evenly 
developec - in all countries and play a key role in 
skill formation. Evidence provided by Fisseha (1985) 
showed that the proportions of SSE proprietors who had 
theJ1Selves been apprentices were in Jaaaica 78 per cent, 
Honduras 52 per cent, Egypt 28 per C'ent, Bangladesh 25 
per cent and Sierra Leone 90 per cent. 

The ?t.bove does not iaply the adequacy of informal 
apprenticeship systeas. Their effectiveness is subject 
to the liaits of what the aaster craftsaan hiaself 
knows. Moreover, with apprentices often leaving at the 
end of the training period, frequently to set up in 
direct competition with the owner, there are 
disincentives to the provision of such training which 
aay not be co•pensated by fees charged. 

As regards skills training for the entrepreneur hiaself, 
or herself, this should have a clear objective and 
preferably be focused on a specific product or technique 
which has demonstrated potential. Both entrepreneurial 
and apprenticeship training may need to be linked with 
credit provision for the purchase of relevant equipment 
or tools. 

Demand-side promotion measures 

Product reservation schemes 

Product reservation schemes represent a demand-side 
intervention, in that the available market is 
specifically set aside for the benefit of the small 
scale or household sector. Their use in India for the 
protection and promotion of such industry has been 
extensive and indeed the number of items reserved for 
small scale industry production in India was 
considerably increased during the second half of the 
1970s. This policy can be supported on income 
distribution grounds, even at some cost in terms of 
efficiency, particularly where substantial numbers of 
people are already dependent for employment or 
supplementary income on the activities involved. 

In contrast with direct subsidies and even tariff 
protection, however, which is not usually absolute and 
totally exclusive of competition, the absolute exclusion 
of other enterprise here is artificial. It is likely to 
prevent o~ganic growth of enterprises which would 
otherwise have graduated out of the protected category 
and create a lopsided industrial structure, with very 
little betw~en the large enterprises at one end and 
household/cottage workshop enterprises at the other, 
accentuating the problem of the 'missing middle' 
referred to earlier. Even the social benefit has been 
questioned in the Indian case, with reference to the 
textiles, sugar and light engin~ering industries 
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(Little, Mazuaclar and Page, 1985). In general aore 
positive policies towards household industries are 
needed, based on efficiency and competitiveness. 

The encouragement of subcontracting 

Another deaand-side initiative, aore capable of playing 
a significant role in a dyna.ic industrial developaent 
strategy, is the encourageaent of subcontracting. This 
can be considered with reference both to household 
industry and saall industry developaent. 

In Thailand, subcontracting to households is widely 
practised in some rural areas, particularly around 
Chiang Mai and in certain specific trades: silk and 
cotton weaving, ready-aade ganaents, furniture-aaking, 
and wood carving. Parent firas in the towns provide 
aaterials, soaetiaes tools and equipaent, and pay on a 
piecework basis. The advantages to the workers are that 
they are able to work at hoae, utilising spare tiae 
between other activities, including faraing, and are 
provided wit:! working capital. If the skills required 
~or the activity concerned already exist, substantially, 
in the region, it will obviously be •~ch easier for 
parent f iras to find suitable producers for this kind of 
dispersed production rather than establishing its own 
factory production line. Subcontracting may be helpful 
to household producers in securing market outlets in 
urban areas, especially, and even more in securing 
export markets for their products. Parent firms may 
have a role, moreover, in product identification or 
development, identifying products which might sell in 
overseas markets or new designs which would develop 
sales. 

In some cases it may be useful for households to form 
themselves into cooperative groups or associations to 
facilitiate dealings with parent firms or communication 
with extension officers in relation to production 
trechniques or product design and quality (technological 
upgrading). An example where such an approach might be 
relevant is honey production in Kenya where there is 
wide potential but development even for the national 
market, quite apart from the international one, has been 
handicapped by poor quality and the absence of approved 
nat. 1al qualities. 

Subcontracting of production to household industry, 
however, should not be seen as a general prescription. 
Its appropriateness depends on local circumstances, on 
the identification of particular products and on 
household skill capacities. Further discussion of the 
issues is included in the section relating to women in 
rural industry below. 

Subcontracting by parent firms to independent 
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saall-scale enterprises is of a soaewhat different 
nature and is •ucb aore extensive, particularly in urban 
areas. It has played and continues to play a 
significant role in Japanese industry but positive 
exaaples in other countries, for exaaple the garaent 
industry in the Philippines, carpet production in 
Pakistan, rattan furniture in Indonesia and shibori silk 
production in Korea, all these in rural areas 
(Nanjundan, 1989, p 54), aay be cited. Its 
possibilities in other countries have generally been 
neqlected and call for further investigation. 

3.8 Subcontracting appears to be a potentially quite 
illportant aechanisa for facilitating the dispersal of 
suitable industries into the rural areas. It is likely 
to be dependent upon the existence of good rural 
infrastructure, particularly roads, without which the 
costs of decentralised production would be excessive, 
and electric power (depending on the nature of the 
production process). Again associations of producers 
are likely to be helpful, and specifically clusters of 
producers in one location. 

3.9 China has gone furthest in organised decentralisation of 
production into the rural areas through the so-called 
'one dragon• relationship between urban and rural 
industrial enterprises, where the 'head' is located in 
the city and 'body' in rural township enterprises. Here 
the urban enterprises provide raw materials and product 
designs to township enterprises within the same sectors, 
while the latter carry out the required processing 
against a processing fee (Choudhury, 1988, p 51). 
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IV. DEVELOPING SECTQRAL LlNJCAGES 

1. The importance of inter-sectoral linkages 

1.1 A close relation exists between aqricultural production 
and incomes and the perfo:naance of the rural saall scale 
enterprise sector. Indeed, the level of aqricultural 
production and incoaes principally determine the deaand 
for aanuf acturing goods produced by small scale 
industries and eaployaent opportunities in trade and 
services. 

1.2 Here we can distinguish between (a) backward and forward 
linked SSI, either processing aqricultural products or 
using products of the natural resource base, and (b) 
demand-linked SSEs which depend on the level of 
aqricultural and overall incomes. There is potentially 
an important two-way process: developaent of SSI may 
provide a dyna11ic eleaent in aqricultural qrowth through 
the provision and disseaination of new technologies and 
the removal of processing or labour constraints, while 
an increase in agricultural incoEes stimulates the 
demand for SSI. 

1.3 Recent calculations for India have suggested a 
multiplier of 1.64 between aqricultural income and rural 
non-farm income, a Rs 100 of the former generating an 
additional Rs 64 of the second, 25 per cent of this in 
the rural areas and 39 per cent in rural towns (Table 
13). Data for four contrasted districts of Kenya show 
value added per person in informal sector establishments 
to vary widely between districts, reflecting differences 
in ~he level of aqricultural incomes (Table 14). 

Table 13: Rural Income Multipliers Across States with Different 
Agricultural Income, India 

Punjab/Haryana 
Karnataka/Gujarat 
Madhya Pradesh/Bihar 

All India average 

Agricultural 
Income per 
Agricultural 
Population 
1982/83 

(Rupees/capita) 

2560 
1130 

730 

1100 

Source: Hazell and Haggblade (1990) 

Change in Non-Farm Income 
Resulting from One-Rupee 
Increase in Agricultural 
Production 

Rural Rural Rural Areas 
Areas Towns(a) & Rural Towns 

0.34 
0.24 
0.18 

0.25 

0.59 
0.40 
0.28 

0.39 

0.93 
0.63 
0.46 

0.64 

(a) Rural towns are localities between 5000 and 100000 in 
population. 
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table 14; Value added in rural intoryl sector establisbMnts in 
4 districts of genya. 1986 

District* 

Nyeri 
Meru 
Sia ya 

Mean No. 
of persons 
enqaged 

Gross output per 
establisbllent 

(KSbs) 
per llOnth 

14401.5 
12936.0 
10453.7 

Mean value 
added per 
est•aent 

(KSbs) 
per aonth 

Value adder! 
per person 
engaged 

(KSbs) 
per llOnth 

Uasin Gishu 

1.50 
2.06 
1.86 
1.825 9152.0 

3092.3 
2491.3 
892.4 

1026.7 

2062 
1209 

480 
563 

* The ainiau. wage outside Nairobi/Moabasa in June 1987 was 
KShs 589. 

Source; Ng'ethe et al (1989) 

1.4 Effective rural purchasing power is, however, affected 
by the density of population and the state of 
infrastructure, particularly the transport network. In 
Africa the dispersed settleaent patterns with widely 
scattered h011esteads, together with poor road systems, 
leads to a dissipation of what aarket exists, and could 
be expected to substantially reduce the ratio of 
non-fara to fara incoae, independently of the latter's 
level, coapared with Asia. The contrast with Pakistan, 
for instance, is demonstrated by the following 
description by the ILO: 

'In Pakistan, for exaaple, it is clear that the size and 
dynamism of the rural saall-scale industrial subsector 
(from which about 10 per cent of the population or about 
6 million people earn a living) are attributable to four 
basic characteristics of the economy. There is a strong 
and dynaaic agricultural base, particularly in the 
Punjab; there is a long tradition of rural industry; 
t..~ere are local concentrations of population in the most 
prosperous agricultural areas providing a corresponding 
concentration of accessible markets for non-farm goods 
and services; and there is a relatively well-developed 
transport and trade network (through which, for example, 
scrap steel f r011 the ship-breaking industry near Karachi 
is recycled to rural blacksaiths throughout the country' 
(ILO, 1990, b, p 18). 

1.5 The type of agriculture and degree of agricultural 
intensification aakes a big difference to the extent of 
backward linkages in particular. Direct input-output 
linkages with agriculture may be either agro-oriented or 
agro-based. These can be quite rich: in Pakistan, for 
instance, agro-oriented industries, including 
fertilisers, tractors, agricultural implements, 
threshers, tubewells and surface p\.\Jllps, accounted for 10 
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per cent of the total value of manufacturing output in 
1986-7. Agro-based industries include grain-milling, 
sugar aanufacture, leather tanning, juice extraction, 
fruit processing, beverage-making, fish processing, quar 
qua and tobacco products (Choudhury, 1988), accounting 
for so•e 40 per cent of aanufacturing output. Reviewing 
agro-indu~try in Pakistan, India and Malaysia, Choudhury 
observes that all types of agro-industries - not just 
small scale - constitute a basic segment of 
aanufacturinq industry in all three countries. Within 
the total, there is obviously substantial opportunity 
for small scale and rural industries. 

1.6 Backward production linkage effects in less developed 
countries are in general substantially lower than the 
forward linkages from agriculture: in Kenya they have 
been estiaated at less than half and in Zambia less than 
7 per cent (Haggblade, Hazell and Brown, 1990). This 
reflects the very low level of agricultural technology 
in Africa as a whole. In Kenya, for instance, the Rural 
Household Budget Survey of 1981-2 showed that only 12 
per cent of rural households owned even a plough. In 
Asia, there is widespread use of irrigation pumps, for 
example, while the transport sector in the form of 
trucks and buses, is more developed, generating an 
elaborate network of metal and welding workshops 
throughout the rural areas. It is obser1ed that 'in 
Bangladesh, even in small villages, they employ a 
remarkable nwaber of lathe machines, drilling bores and 
electrical welding equipment, representing an enormous 
potential for further development of small enterprises 
(Haan, 1989, p 11). 

1.7 It follows that the expansion of rural industry in any 
region must be based on a strong agricultural 
development strategy, and that the former will not 
develop without a strong agricultural base. In the case 
of Africa, it must depend especially on agricultural 
output growth, together with a progressive increase in 
the level of agricultural and rural technology. Indeed, 
a strong agriculture is very much part of the essential 
•enabling environment' for rural industry, other 
elements of which have already been discussed. 

1.8 Apart from the level of agricultural incomes and assets, 
their distribution is also important. Highly 
inegalitarian land ownership structures and incomes, 
with mass rural poverty, are not likely to generate the 
rural purchasing power which is the driving force 
underlying non-farm activities. As stated previously, 
the rural as well as the urban informal sector generally 
produces goods and services for the mass of low-income 
consumers. This means that not all agricultural 
development strategies are equivalent as regards the 
promotion of non-farm incomes. As an example, the 
appropriateness of the strategy being pursued in Malawi 



1.9 

1.10 

2. 

2.1 

42 

was questioned in the early 1980s (UNIDO, 1983), this 
strategy giving soae eaphasis to large scale sugar and 
tobacco estates rather than to saallholders, in a 
situation of fairly widespread rural poverty, affecting 
the doaestic aarket for industrial goods. 

It follows again that proaotion of the rural non-f ara 
sector should not be seen as a substitute for or aeans 
of avoiding land refora, particularly if the objective 
is to reduce rural poverty. In soae cirCU11Stances, land 
refora could, indeed, be a precondition for vigorous 
growth of the non-f ara sector and for developaent of 
strong inter-sectoral linkages. In order to reach the 
rural poor, specifically, an overall strengthening of 
the rural econoay is required, paying close attention to 
relations between sectors and activities, which are 
likely to be maxiaised within a relatively egalitarian 
econoay as well as one exhibiting agricultural growth. 

There are also implications for situations of rapid 
population growth in which the sizes of f ara holdings 
are diainishing, soaetiaes equally rapidly. There is an 
evident possibility here of a aalign sequence of 
diminishing fara plot sizes, reducing cash incoae per 
head, and thun purchasing power, in turn decreasing 
non-f ara incoae by reducing the demand for SSE goods and 
services. If instead the developaent of SSIEs, 
producing agricultural capital goods of different kinds 
and helping to remove processing and labour constraints, 
were to raise agricultural productivity and incomes, 
even in such situations a benign scenario involving 
progressive interaction between the sectors aight be 
achieved. 

Integrated agro-industry initiatives 

Different strategies have been put forward which 
emphasise inter-sectoral linkages. Some recent studies 
have argued strongly for an approach based on 
'integ£ated agro-industrial development•. [1] While 
such an approach appears by definition attractive, its 
real content and practicability needs to be carefully 
assessed. A particular case which is comparatively easy 
to define and accept is where a new crop or activity is 
introduced to an area. Here crop production and 
processing/marketing arrangements may need to be 
introduced together since, on the one hand, small 
producers cannot be expected to take up the crop if they 
do not immediately see where or how it can be processed 

1. See various references to publications by the Centre on 
Integrated Rural Development for Asia and the Pacific 
(CIRDAP), particularly those by Rao (1988) and Choudhury 
(1988). 
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or marketed and, on the other, processors cannot be 
expected to invest in productive capacity without 
reasonable assurances that adequate throughput will be 
forthcoming. This kind of intervention may be most 
appropriate where an export market has to be secured or 
developed simultaneously with increasing output, ~erhaps 
in fruit and vegetable production or in handicrafts, 
though an integrated approach could apply to an entirely 
domestic activity such as fish production, processing 
and marketing. 

2.2 A different case is where this kind of integrated 
approach is applied across the board to a range of crops 
within an agricultural region. An example put forward 
by Choudhury (1988) is that of the Farmers Organisation 
Authority (FOA) in Malaysia, based on 202 farmers' 
cooperatives and 1039 agro-based cooperative societies, 
involving a diverse range of activities from crop 
production to small scale processing. Although the FOA 
was mainly involved in supplying inputs and marketing 
produce, it had success with a limited range of 
prograJDllles related to agro-based enterprises and 
Choudhury asserts (p 73) that this 'brings out the 
importance of the linkages from production through to 
processing and distribution necessary to ensure the 
development of viable small scale enterprises•. While 
it would be unwise to assume replicability of this 
experience in other countries and situations, it does 
off er an example of more systematic development of small 
scale processing industry, organised on a participatory 
basis. 

2.3 The promotion of agro-based industries in rural areas 
formed part of the Seventh Five-Year Plan in India. 
Some of these (pickles, spices, dals, bread, biscuits, 
pastry, rice-milling, confectionery, groundnut and rape 
seed oil, sago and flour) were reserved for the small 
scale sector. A more positive policy has been the 
involvement of District Industries Centres at the 
district level in the promotion of resource-based 
agro-industries, supported by District Rural Development 
Agencies concerned more widely in rural development 
programmes. 

2.4 A schematic outline of a fully-fledged 'agro-industrial 
complex• based on rice (Figure 1) is put forward by Rao 
(1988). This indicates potential linkages but leaves 
out the question of economies of scale, size of local 
markets, and other factors determining economic 
feasibility, and which might make production in urban 
locations preferable, or even production in the 
industrialised countries, which may provide stiff 
competition from efficient modern plants. Nevertheless, 
the f iqure does indicate the possible extent of linked 
industries and activities which might be explored in 
this or other similar situations, taking account 
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experience in other countries. The feasibility of rural 
location of linked industries can be considered at the 
saae ti.lie. 

3. Tbe filiere approach 

3.1 Another approach which eaphasises linkages is that of 
the filiere. This diverges .1 approach fro• a gre:"lt 
deal of planning, policy-Jlaking and proaotional effort, 
whether directed towards agriculture or industry, which 
is based on a horizontal perspective. A saall industry 
development organisation (SIDO), for instance, covers a 
broad range of small scale industries which have no 
connection other than being saall. The fili~e approach 
takes a •vertical' perspective, following the 'thread' 
or filiere from the production of basic natural resource 
inputs through a whole series of possible linked 
industries, from the raw materials stage to possible 
multiple final products. At each link in the chain, 
appropriate policy questions can be posed, such as 
whether production can best be developed on a large 
scale or small scale, whether tariffs or taxes bias this 
choice, whether complementarities such as subcontracting 
can be developed between large and small or household 
enterprises, whether urban or rural locations are 
preferable, whether particular constraints or 
opportunities exist at specific points. Possible 
complementarities between manufacturing and agricultural 
production, as in contract farming for example, or in 
natural resource supply, are made more obvious. 

3.2 While sectoral planning divides the national economy 
into broad tranches, such as the agricultural sector, 
the f iliere is focused on a much thinner chain: thus 
f ilieres may be established for wood-based activities 
(tree planting, sawmilling, charcoal production, 
building poles, ox-carts, furniture-making, paper 
manufacture), for metal products, including agricultural 
equipment, for livestock (embracing, for instance, 
animal feed, cattle rearing, meat-processing and leather 
industries), fish production, processing and marketing, 
or housing. A housing/construction filiere is discussed 
in the next section. 

3.3 The approach, if properly pursued, highlights the 
existence of any deliberate or unconscious biases in the 
incidence of policy variables such as taxes, tariffs or 
licensing as between large/small scale or urban/rural 
production, bringing together macro-policy variables .:t.nd 
sectoral effects. This may call for interdisciplinary 
technical assistance, covering technical as well as 
economic alternatives and possibilities. 

3.4 The approach is likely to be useful for analysing the 
possible ramifications of agricultural and technical 
change, since changes at one point in the chain may 



45 

produce effects or opportunities elsewhere. Thus the 
development of irrigation or new crops may off er new 
processing possibilities or require new inputs involving 
non-farm production. The approach can also provide the 
basis for 'linkage endogenization• (IFAD, 1991) through 
anticipation of connections and managed supply 
responses. Thus a set of requirement can be anticipated 
and placed in appropriate time sequence, such as 
training of craftsmen-entrepreneurs in new technologies, 
described presently in Malawi's Rural Housing Programme, 
or the empl~yment of target groups in the initial 
construction component of a project. 

3.5 A problem with the area-based planning ~ssociated with 
integrated rural development projects (IDRPs), for 
example, is that the local area plannjng may be carried 
on in isolation, handicapped by policies and choices 
made elsewhere at the national level or without access 
to information regarding known experience or technology 
which might have been available nationally or 
internationally. 

3.6 Nevertheless, the main interaction between the 
exploitation of agriculture and other resources and 
nrral industry and services and the people who are 
engaged in them is at the local district level. The 
filiere approach fits in well by providing a vehicle for 
the incorporation of national level policies and choices 
into district or area planning, through combining 
horizontal and vertical perspectives. 

3.7 The filiere approach is particularly relevant to 
resource-based industry, by focusing also on the 
availability and production of the basic resource. It 
could be important in dealing with problems of 
sustainability by identifying actual or prospective 
shortages of basic materials which call for action. It 
is stated, for example, that: 

'where a processing activity has been upgraded through 
the introduction of new technology (e.g. fish-smoking 
and gari-making in Ghana) supplies of the raw material 
may fall short of the increased demand if no plans have 
been made to ensure a complementary increase in 
production. In Bangladesh, a major portion of such raw 
materials as bamboos: wood ~~d reeds (murta) and leaves 
for mats is grown on homestead land adjacent to the 
homes and on cultivable wasteland. The rapid growth in 
the pressure of population on the land has meant 
encroachment on such lands for habitation purposes and a 
reduction in the supply of these raw materials. The 
area under cultivable waste in Bangladesh has declined 
from 0.72 million hectares in 1964-1965 to 0.25 million 
hectares in 1980-1981 (IFAD, 1992, p 225).' 

3.8 Availability of basic materials may affect SSIEs at 
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particular times of the year: Choudhury (1988, p 39), 
f~r instance, notes with reference to Asia that due to 
seasonalities in agricultural production, •serio~s 
constraints are sometimes faced in raw materials 
procurement'. In fact raw material supplies may be such 
as to restrict expansion, while depletion of resources 
may pose a major threat to even existing activity in the 
future. Seldom, however, is the supply situation, 
present or i:mainent, affecting RSIEs closely gauged. 

In some cases there is competition between different 
cateqories Jf producers for the available basic 
materials. In Malawi, for example, tobacco estates have 
made heavy demands for fuelwood for tobacco processinq 
at the expense of small scale producers and householders 
who face supply problems which will become even more 
acute in the lonqer term (UNIDO, 1983). 

The f iliere approach is perfectly desiqned to take care 
of poverty concer~s, at every staqe identifying areas of 
conflict in which the small scale, the rural and 
specific tarqet qroup interests may be disadvantaqed, or 
identifyinq useful complementarities be~ween larqe scale 
and small scale which miqht be taken advantaqe of. It 
offers further safequards by identifyinq resource needs 
and danqers affectinq small scale industry and rural 
household activities. The approach is more easily 
tailored to dealinq with the basic needs of the mass of 
ru~al consumers, compared with, for example, an 
urb::::- -·based import-substitutinq factory which is looked 
at in isolation as a 'project•. It can thus form part 
of a basic needs strateqy, one which is less 
consumption-focused and incorporates production 
responses, as will be discussed next with reference to 
housinq and construction. 
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V. RURAL HOUSING AND CONSTRUCTION AS A FQCUS FOR LINKED 
ACTIVITIES 

1. Rural housing construction. rural industry and rural 
poverty 

1.1 In assessing possibilities for promoting rural industry 
and non-far. activities, one important connection is 
seldom made: that with rural housing and construction. 
surveys of rural s•all-scale enterprise generally show 
woodworking, •etalworking and sometimes masonry among 
other activitieG such as tailoring and shoe repair. In 
fact woodworking (carpentry), metalworking and masonry 
are to an important degree linked to housing and 
construction in the rural areas and market centres. And 
a foc-~s on housing and construction, covering also 
municipal and other buildings, may be a more effective 
means of developing the separate activities of carpentry 
and Ketalworking. 

1.2 In discussing the scope for rural industry promotion, it 
was indicated that the main constraint is generally on 
the demand side, with non-farm activity a direct 
function of rural purchasing power as determined 
especially by incomes in agriculture. As a result 
supply-side measures such as training more carpenters 
and metalworkers may be unproductive. Programmes 
cent~ed on rural housing and construction can provide, 
as explained more fully presently, a further basis for a 
demand·· led approach. 

1.3 It miyht be argued that a rural housing programme could 
not itself serve as a 'leading sector' because the 
consumer demand for housing is limited by the level of 
incomes. In fact such a programme could operate to 
maximise local demand linkages for artisans of different 
types and f ~r a wide variety of construction materials 
and producers thereof. Leakages of demand into imports 
would be reduced and demand diverted from the product~ 
of the large scale, urban sector in favour of local 
goods. Housing, and rural construction generally, ~s a 
resource-based industry, so that backward linkages 
inevitably extend through a nwnber of stages back to the 
extractive industry level. There may be further linkage 
effects into local skills development, for instance in 
metalworking and light engineering. Positive rural 
construction policies are important also as a basis for 
the planning of low-income settlements and rural growth 
centres as stimuli for rural development, involving more 
general externalities. 

1.4 A rural housing and construction programme can be 
justified as a component of poverty alleviation policies 
both ~n terms of the consumer good provided and the 
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employment it qenerates. Housinq or shelter is a basic 
need, linked directly also with health, poor housinq and 
sanitation beinq perhaps the most iaportant cause of 
poor family health in many countries. It is considered 
also to have important direct effects on labour 
productivity, providinq economic as well as social 
justification. 

1.5 Rural housinq and construction is co .. only neqlected 
absolutely and relative to urban low-cost housinq 
initiatives and to rural industry initiatives, which 
almost always omit direct reference to the sector. One 
reason is that rural housinq is qenerally a~sW1ed to be 
covered by the •traditional' systea as part of 
non-monetary output. There is, in fact, widespread 
iqnorance in most countries reqardinq the state of rural 
housinq and of commercial construction activities in the 
rural sector. An admittedly old comment (UN, 1978 p.6) 
that 'the bulk of rural people •• about 750 million of 
them •• conatitutinq the poorest aaonq the poor of the 
world, live under leaky, makeshift, wormy roofs •• ' may 
not be outdated except as reqards the numbers affected. 
It should be emphasised that widely varying situations 
exist in respect of housing quality, even between 
different parts of the same co~ntry, due especially to 
different local construction material availabilities. 
This makes it more important, however, that these needs 
be systematically assessed in each place. 

1.6 While squatter slums in the urban areas pr~vide a 
compelling arqument for priority, urban anu rural 
housinq proqrammes are not simple competing 
alternatives: as arqued above, rural housing (and 
construction) is important for rural de·relopment and 
welfare, and a useful component in a rural development 
strateqy. The scale of the problem makes a 
participatory, community-oriented approach mandatory, 
and its solution not just a matter of resource 
allocation. 

1.7 Rural housinq and construction is both local 
resource-intensive and labour-intensive, and thus an 
important potential source of rural employment. It can 
specifically assist poverty cateqories such as the 
landless, rural youth, and women and children, who are 
commonly engaqed in low-technoloqy brick production and 
other construction-related activities. A study of 
r£source-based industrial development in Malawi (UNIDO, 
1983) found that more than 15,000 people, particularly 
women and children, were engaged in low-cost brickmakinq 
activities, using off-peak labour, and contributing to 
the improved attractlveness of not only houses but 
community buildings in the rural areas. In 1981 some 
400 small-seal~ brickmaking units were producing, by the 
simplest labour-intensive methods, about 70 million 
bricks per annum, compared with only about one million 
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aachine-made bricks, the latter accounting for less than 
one and a half per cent of the combined total. The fact 
that construction activities can be aade to dovetail 
with the seasonal cycle in agriculture •eans that they 
can be taken up to suppleaent agricultural incomes, 
particularly by those with the least land. 

2. Mobilising savings for rural housing 

2.1 The possibilities for using a rural housing prograJDJBe to 
pursue a deaand-led approach to the promotion of artisan 
industry in the countryside stea particularly fro• the 
extension of consumer credit for house construction, 
additions and i•provements. such credit is also a 
requirement for targeting benefits to the lowest-income 
groups. While house aortgages are COllDlonplace in 
developed countries, with loans spread over decades, no 
equivalent exists in developing countries outside narrow 
formal sectors, and certainly not for the rural poor. 
In fact, housing is a major area in which the rich and 
urban are subsidised through government or company 
provision of housing or housing allowances and low real 
rates of interest on housing loans. 

2.2 In many countries rural credit and thrift societies have 
shown themselvP.s to be a very effective means of 
mobilising savings from the poor themselves, especially 
when targeted towards periodic major items of consumer 
expenditure such as this. The adoption of an 
•evolutionary• or step-by-step approach to rural housing 
improvement can bring action here within the ambit of 
even very poor households, and provide a strong 
incentive to save, and even to work. By providing their 
own labour or supervision and utilising informal sector 
artisans and enterprises, households can make good use 
of even small loans for the purchase of building 
materials and labour. 

2.3 A house-related thrift group is also well suited to 
dealing with the ir=egular income-earning patterns of 
most low-income workers, particularly seasonal sales 
income from agriculture and windfalls due to price 
fluctuations, permitting temporary surpluses to be put 
to good use. This can also help to retain rural 
monetary surpluses and to reduce their tendency to leak 
towards the urban sector through transfers or 
expenditure on urban goods. 

3. Encouraging the small scale/informal sector in 
construction 

3.1 As indicated above, rural house construction is Just a 
part of the rural construction industry as a whole. 
Within both rural and urban construction, there is a 
strong case for encouraging small-scale production units 
and 'informal sector' entrepreneurship. As others have 
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pointed out, small-scale enterprises are more related to 
the shelter needs of the low-incoae population and 
'ideally suited to operate in the self-help and 
low-income housing sector• (UNCHS, 1989, p.11). 
Large-scale construction enterprises are usually highly 
dependent on imported inputs and too hig~-r-ost for the 
majority of the population even in urban areas, while 
small-scale units use local materials to a much greater 
extent. According to one estimate, the net import cost 
of building materials by developing countries in 1982, 
for example, was $35 billion (UNCHS, 1988). In 1984 
many African countries were still iaporting as much as 
60 per cent of their building material requirements 
(UNCHS, 1984), much of this unrelated to the needs of 
the majority of the population. 

3.2 Backward linkages from small-scale enterprise house 
construction generates further SSE or even cottage 
industry production of building materials. Substantial 
cottage industry production in Asian countries is 
referred to in a recent UN publication: 

In the Philippines, for instance, cottage 
industries produce bamboo, bricks and roofing 
materials on a substantial scale. In Indonesia, 
small-scale building-materials industrfes in both 
rural and urban areas (mostly unorganised 
labour-intensive cottage industries, run in 
traditional ways) produce clay bricks, tiles, 
cement products, lime, bamboo, timber elements, 
stone, gravel, sand and pozzolana-lime blocks. In 
Sri Lanka, small-scale and traditional production 
units produce bricks, country tiles, sand and lime, 
supplying more than 35 per cent, by value, of the 
to~al building materials in the country (UNCHS, 
1990, p.16). 

4. A rural housing/construction filiere 

4.1 The 'filiere• approach to planning described earlier is 
quite appropriate to national planni11g and policy-making 
in respect of housing and construction. A national 
housing filiere separating into urban and rural 
components would require a holistic appreciation of the 
housing and construc~ion sectors involving: income and 
demand in the urban and rural sectors; distribution of 
promotional effort between the two; choices and perhaps 
complementarities/linkages between large-scale and 
small-scale production units in building or 
building-materials production; incidence of taxes and 
subsidies as between large and small units; special 
regard to the needs of informal sector and cottage 
industry producers. 

4.2 This ap~roach is well-designed to identifying present 
and potential constraints as well as opportunities and 
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choices at different points. The quality of rural 
housinq is very much a function of locally available 
materials. Proqressive scarcity of buildinq poles or 
suitable clays could lead to poor housinq as a whole, 
affecting most those least able to pay hiqher prices. 
Opportunities may take the fona of desiqninq or 
introducinq appropriate technologies and products 
suitable for low-inco•e populations in particular rural 
areas. Traininq needs at different points will emerqe 
and be identified for action. 

4.3 If housinq agencies exist, they are in •ost countries 
urban-centred and in any case have no dealinq with 
national or regional small industry develop•ent 
orqanisations (SIDOs) or broader small enterprise 
development orqanisations (SEDOs). There are important 
advantaqes in combininq the vertical perspective of the 
filiere with the area-based, 'horizontal' perspective of 
small-scale and/or rural industry organisations which 
take scale as the criterion, covering a wide ran~~ of 
different small-scale manufacturinq activities rather 
than linked sets of activities and production u..~its. 

4.4 It is apparent that a rural housing-construction 
proqramme is well suited to an inteqrated rural 
development approach, as has been noted previously (UN, 
1978, pp 2-3), because of its potential focus on linked 
activities and resource base. Despite this, very few 
IRD programmes have included such a component, housinq 
being reqarded only in terms of its social value, 
ignoring its production linkages. 

4.5 In order to pursue a rural housinq/construction filiere, 
an appropriate institutional structure needs to be 
established embracing the functions of basic information 
collection, community-institution buildinq, appropriate 
technology, R & D and dissemination, and traininq, 
coordinated at both national and local levels. 

5. Some relevant examples of low-cost housing programmes 

5.1 The following programmes in the area of low-cost housing 
carry useful lessons for a possible rural housing 
programme. The first three are discussed in a recent UN 
study (UNCHS, 1988). 

a. (i) Land-buying companies in Mathare Valley, Nairobi. 

Mathare Valley is a famous uncontrolled settlement 
in Nairobi. Althouqh this is an urban programme it 
shows the advantages and power of self-help and 
community-based approaches within the non-formal 
sector which could apply also in rural areas. The 
approach is based on local squatter-area residents 
forming land-buying companies which then mobilise 
financial resources for home construction on the 
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acquired plots. House desiqns are based on a very 
simple back-to-back layout. The companies have 
become a major form of housing delivery in the 
area: under one company as aany as 7000 low-cost 
housing units were constructed within a year. For 
the most part the coapanies allocate plots to their 
members who, in turn, aobilise resources for 
building their own dwellings, upgrading the 
building over tiae. The aeJlbers may carry out the 
construction work themselves or hire infonaal 
sector artisans. 

(ii) Mathare North Site-and-Service Scheme, Nairobi. 

In the area provision was •ade to allocate 1500 
serviced plots to local squatters. A number of 
house-type desiqns were prepared by the Housing 
Development Department of the Nairobi City 
Com..nission and loans issued for the acquisition of 
building materials. What is interesting is that 
the project generated its own informal building 
materials market, with petty traders dealing mainly 
in gwn-poles, transported from nearby districts but 
also districts as far away as SW Kenya. To procure 
supplies of the main walling material, building 
stones, residents often hire lorries fro• petty 
entrepreneurs who have established transport 
businesses within the project site or can buy 
directly from suppliers moving around the sites 
with lorries loaded with stones or sand. The 
project generated employment for lorry drivers and 
loaders and stone-dressers, as well as the artisans 
r.1entioned. 

success appears to have been based on the 
satisfaction of a strong need and an appropriate 
response; the use of informal sector suppliers; and 
freedom of action by the house owners within a 
framework of light control3. These elements could 
be applied in the rural context and would be even 
more appropriate there where, due to dispersed 
locations and low incomes, top-down planning is 
even more difficult to apply. 

b. The Million Houses Programme, Sri Lanka. 

There are similarities here in that the government 
provided serviced land, loans, technical information and 
training, while most families employed local 
semi-skilled labour to assist themselves with house 
construction. A large proportion supplied the building 
materials themselves and hired labour, or contracted out 
the work to local small-scale construction companies. 
There was a useful employment generation effect in that 
the skilled artisans themselves took on more helpers as 
required, these also, gaining experience in house 
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construction (UNCHS, 1989, p.13). This provides an 
example of a demand-led approach to eaployaent 
generation centred upon housing as a focal point. 

c. Housing Association for Antyodaya ( •the poc;,rest of the 
poor') Families, Vedchli Intensive Area Scheae, Velod 
District, SWat, Gujarat, India. 

This case is of particular interest in being targeted 
towards a specific underprivileged poverty group, 
deaonstrating that a housing-related programae can be 
effective even in such an area, when appropriately 
designed. Velod is populated predoainantly by a tribal 
population, accounting for about three-quarters of the 
people in the district, while in swat even in 1971 a 
third of the population was landless (UNCHS, 1986). It 
also provides a concrete exaaple of a housing assistance 
programae incorporated centrally for its developaent 
effects into an integrated rural developaent programme: 
the 11ain focus of the Vedchi Intensive Area Scheae 
(VIAS) was housing assistance faailies, with housing 
assistance part of the overall developaent programme 
aiaed at employaent generation and incoae-auqaentation 
for the target group. 

The housing programme was based upon a systea of credit 
and thrift societies, Graa Racbna Trusts, which were 
foraed in 24 out of 40 villages in the Velod talµJta, to 
collect savings for housing improvements. Two NGOs were 
involved in a major way, one in planning and 
implementation and one in funding. Under the scheae 
loan entitlement was proportional to a family's 
accumulated savings according to a •savings x 4 rule'. 
This community approach was highly successful, 90 per 
cent of beneficiaries repaying regularly in one village 
cited as an exaaple (UNCHS, 1986), despite the low level 
of incomes and the absence of any fixed repayment 
schedule, the village organisations providing an 
apparently effective self-regulating mechanism. 
Specific additional benefits derived from bulk purchase 
by VIAS of Manqalore tiles for roofing, producing a 30 
per cent saving in aaterial costs, and a village 
brickmaking component which generated useful income as 
well as producing bricks at 60 per cent of the market 
price. 

d. The Malawi Rural Housing Programme. 

The preparatory phases of this programme were initiated 
in 1981, with substantial operations commencing in 
1985/6. The programme has since generated a great deal 
of international interest and a number of other African 
countries have sent delegations to assess the Malawian 
experience. In 1986 the proqramme won the World Habitat 
Award given by the British-based Building and Social 
Housing Foundation. It has also been cited for its 



54 

contribution to the United Nations International Year of 
Shelter for the Hoaeless. 

The decision to initiate the programme was based on 
explicit recognition, first of all, of the poor quality 
of rural housinq in Malawi and the neqative effects that 
this would have. Houses were poorly ventilated, made of 
non-durable materials in need of periodic re~lace11ent, 
structurally unsafe and capable of collapsinq in heavy 
rains. The basic buildinq aaterials used were also 
becominq aore scarce, due to the effects of increased 
population density. 

The ai.a of the proqra..e was to assist rural f aDlilies to 
improve their housinq conditions, usinq affordable, 
low-cost buildinq materials. To achieve this, three 
objectives were set for the first, preparatory phase of 
the proqraJU1e: 

(i) the development and i11prove11ent of indiqenous 
buildinq materials; 

(ii) the development of low-cost construction 
techniques and si.Japle house desiqns capable of extension 
in staqes; 

(iii) the training of local artisans in the production 
of improved local buildinq materials and their use in 
house construction, and their subsequent establishment 
as independent entrepreneurs in either house 
construction or buildinq materials production. 

A critical component was the provision of loans to rural 
families from a Revolving Fund, established with 
government and later UHCDF and UHDP funds, with a 
subsidiary credit scheme providing small business loans 
to the artisans trained under the programme. 

The principal low-cost building materials developed 
under the programme were: 

hand-made sisal-cement roofing sheets and tiles. 
improved sun-dried mud blocks for internal walls. 
hand-made concrete grills and door frames. 
ant/damp-proof metal strips. 
waterproof cement paint. 

Specific construction techniques which were introduced 
included: 

paved btick floor slab construction instead of mass 
concrete. 
combination ot sun-dried mud block and burnt brick wall 
construction. 
mud mort~r joints and sisal f ibre/damco sand wall 
plaster. 
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application of concrete grills in window openings and 
wire nails instead of hinges for window shutters. 
use of gum. poles on load-bearing cross walls instead of 
sawn timber and trusses. 
fixing roofing sheets and tiles with hook wires instead 
of screws. 
applyinq waterproof paint on sundried aud block walls 
and fair-faced brick wall finish. 

Features of basic house design and construction were: 

they should take account of the traditional living 
patterns and behaviol!r of the co .. unity. 
they should be siaple and easy for local builders and 
the families theaselves to build, and make maximwa use 
of locally available aaterials. 
they should be amenable to a step-by-step approach 
involving successive additions as •oney becomes 
available ('the house that grows'), starting with a 20 
metre square room and store, with provision for a 
further living room, bedroom(s) and verandah. 

Extras include a small water storage tank and improved 
brick pit latrine (VIP). According to the number of 
additions the price range is from us $250 to $725 (with 
three bedrooms and a kitchen). 

Under the credit scheme any rural household may apply 
for a house improvement loan covering basic building 
materials of any kind, up to a maximum (in 1988) of MK 
1000 (US $400). Repayment is over 10 years with a 
one-year grace period and 12 per cent rate of interest. 
A 10 per cent deposit is required. No collateral is 
necessary and the house is not urader pledge, 
repossession being considered socially impractical in 
Malawi. Loan repayments are collected through the 
ordinary postal agencies of the national Post Off ice 
Savings Bank (POSS). 

Artisans applying for business loans must have been 
trained under the Rural Housing Programme training 
scheme and be recommended by the Technical and Credit 
Divisions of the RHP. In order to facilitate training 
and technology diffusion RHP centres were established. 
House loan recipients are expected to construct their 
own houses, following basic training by RHP centre staff 
members, or to employ local builders and artisans, who 
are also offered training in the recommended techniques. 

There have been some areas of weakness: 

(i) there has been a high rate of staff turnover, and 
too much use of untrained personnel, especially at the 
lower level; 

(ii) there have been problems of supply in respect of 
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required buildinq materials; 

(iii) most importantly, the credit/financial accountinq 
arranqeaents have been rather loose. A 1989 evaluation 
mission identified a basic lack of an accounting system 
as a fundamental problem. Loan collection is left to 
the Post Office which sends only delayed and often 
incomplete information to RHP reqional and district 
officers, who need to qo out to locate loanees at their 
home, somethinq which is severely constrained by lack of 
tran~port. If this were available, administration costs 
of checkinq and administration would be high. Thus not 
much pressure is put on people to repay. It is 
surprisinq, perhaps, that repayment of amounts due was 
as hiqh as 67 per cent at the end of 1988. By this time 
loans of MK 1,700,000 ($680,000) had been approved and 
MK 790,000 ($316,000) disbursed, only a small proportion 
of this was due for payment. Consideration is beinq 
qiven to the organisation of qroups as vehicles for 
credit distribution, which should facilitate collection. 

The proqramme has successfully demonstrated that decent 
rural housing can be provided at a reasonable cost in a 
low-income country and within impoverished rural areas. 
The number of benefiting families is anticipated to 
exceed 2500 in 1992. It has been extended to all 24 
districts of Malawi. Already by mid-1988 200 people ha~ 
been trained in the application of construction 
techniques. 

Table 15: )enefiting families under Malawi's RHP 

Year 

1984 
1985 
1986 
1987 
1989 
1990 
1991 
1992 (est) 

No. of benefitinq families 

13 
78 

300 
400 
750 

15C' 
2000 

(2500) 

6. Appropriate technologies in rural house construction 

6.1 As the described case studies indicate, the special 
contribution made by rural housinq and other 
construction to poverty alleviation is associated not 
only with direct provision of cheap shelter as basic 
need, but also in qenerating employment and incomes in 
the rural areas directly and in linked activities such 
as construction materials production usinq 
labour-intensive appropriate technology methods. Such 
methods applied locally can adumbrate nationally to 
major savings of for&ign exchange for imported 
construction materials and in use of scarce capital 
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funds. Research on low-cost housinq and construction 
:materials and techniques has been qoinq on for several 
decades now and it is worth askinq just how far this has 
taken us in terms of iJ1JDediately iaplementable 
technoloqies. Unfortunately, available information on 
this is extremely piecemeal and we can only qive a few 
additional examples. 

6.2 With respect to buildinq blocks, research in India on 
low-cost binders has been successful in leadinq to the 
establishment of small and mini-plants for cement 
production producinq rice-husk-ash cement and proqress 
has been made with lime/lime-pozzolana production 
units. Fly-ash and soil-cement blocks (fly-ash is an 
industrial waste made from coal), with reduced import 
content, have been successfully introduced in low-cost 
housinq development in Lusaka. As part of a rural 
housinq improvement project in Busia, Kenya, technical 
traininq was provided to artisans and women's groups in 
the production of stabilised soil-cement blocks and 
fibre-cement roofinq tiles. The blocks, which could be 
retailed at half the price of stone or concrete blocks, 
apparently rapidly qained popularity in the area (UNCHS, 
1989, p.16). Fibre-concrete roofinq technoloqies have 
been introduced in a number of countries, and appear to 
have been quite widely adopted in Malawi, for example 
(UNCHS, 1988, p.24). 

6.3 The consensus, however, is that dissemination from 
resP-arch ir.stitutes remains comparatively limited and it 
is even asserted that the technoloqies are 'almost 
nowhere beinq used on any successful scale (UNCHS, 1989, 
p.11). Reasons suqqested for this include adherence to ·~ 
inappropriate buildinq standards, prejudice, larqe-scale 
production interests, and lack of a market-oriented 
approach by the research institutes, as well as 
inherently more genuine limitations such as cost, 
affectinq the possibility of replication outside the 
institute or project area. 

6.4 Where practical action proqraJ1JDes have been established 
to introduce new materials and technoloqies in the rural 
areas, NGOs have often been involved. Action Aid 
(Kenya) and ITOG, for instance, have helped to 
popularise fibre-concrete roofinq technoloqy in 
low-income settlements in Kenya. ITOG established 
courses in the technoloqy for rural entrepreneurs at 
Karen, with assistance from another NGO, Partnership for 
Productivity (PFP), so that some time aqo as many as 25 
small scale manufacturing establishments for 
fibre-concrete tiles were already in independent 
operation in the settlements. In the Malawi example 
cited above, the Diocese of Malosa played an important 
role (UNCHS, 1988, p 24). 

6.5 There is a general question as to whether NGO-based 
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projects can achieve a significant enough coverage of 
the huge target rural populations involved. Whether or 
not this is the case, it is evident that there is 
immense scope for the practical introduction of new 
materials and technologies relevant to the situation of 
low-income populations. Too often efforts stop at the 
stage of publication and distribution of descriptive 
manuals where concerted and sustained action on the 
ground through adequately resourced programmes is 
needed. 

7. Policies and actions for rural housing and construction 

7.1 It is evident that considerable potential exists for 
expanding rural non-farm activities that are linked 
directly or indirectly to rural housing and 
construction, with benefits to the rural poor both in 
terms of basic needs provision and in terms of 
employment and income generation. An initial handicap 
is lack of data: accurate and reliable information on 
the actual shortage and condition of rural housing in 
each of the developing countries is generally not 
available, while information on the rural small scale 
and informal sector construction industry is excluded 
from both surveys of large scale sector construction and 
surveys of rural small scale industries, which are often 
limited in coverage to market centres and towns. 

7.2 In order to redirect housing and construction efforts at 
least partially towards the rural low-income population, 
a prerequisite is a proper assessment of the demand 
structure and an assessment of costs in relation to 
affordability. This evidently requires the adoption of 
non-conventional and innovation methods, including 
step-by-step 'evolutionary' ~pproaches. Even 
incremental house improvement programmes require careful 
judgement. It is reported that a loans programme for 
rural housing improvement in Busia District, Kenya, 
found that even small loans could be an 'impossible 
burden' for the beneficiaries, due to very low and 
declining incomes (UNCHS, 1989, p.16). 

7.3 The importance of an 'enabling environment' for the 
de~alopment of small scale industry was emphasised 
above. In relation to rural housing/construction, a 
basic component of such an environment would be the 
identification of a wide range of the raw materials 
required by local entrepreneurs, self-help builders and 
building cooperatives through land-use maps pinpointing 
suitable deposits or (wood) species, and the grant of 
access to these. Innovative methods of disseminating 
information to those small scale producers already 
engaged in production who may particularly lack the 
means of acquiring such information or action on it may 
be needed. Measures for granting concessionary rights 
may need to be simplified. An advantage of the f ili~re 
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approach described previously is precisely to focus on 
the resource base affecting the scope and sustainability 
of linked activities. For renewable resources such as 
eucalyptus for building poles, measures to encourage 
local small scale private commercial production may be 
needed. Once low-cost building materials in the 
locality are identified and available, substantial 
progress may then be possible on a self-help basis, 
supported only by the judicious injection of credit to 
supplement own savings mobilised by groups or 
associations of producers. Incomes and employment can 
thus be generated locally in the production of 
indigenous building materials, whether in quarrying or 
growing trees, wood processing, block, brick and tile 
making, constr,tction of houses and other buildings, 
carpentry and metalwork, and associated rural transport. 

7.4 Appropriate macroeconomic policies are also part of an 
enabling environment. The kind of biases in such 
policies which have affected small scale industry 
development in general have existed also in the 
construction sector, where large scale contractors have 
benefited from artificially low interest rates, 
preferential access to credit, exemption from sales 
taxes and taxes on imported materials and machinery, and 
protection from competition. 

7.5 An activity package which revolves around a rural 
housing and construction programme would constitute a 
demand-led approach to activity generation. Its basis 
is the adoption of the core hou;ing or construction 
programme by national planners. To date hardly any 
governments have comprehensive strategies for the 
construction industry or coherent rural shelter 
policies. Once these are in place, the broadest 
possible impact can be achieved by participatory 
self-help approaches, reliance on informal sector, small 
scale entrepreneurs, and use of indigenous materials, 
supported by group credit and savings mobilisation, 
technical assistance for the introduction and 
development of appropriate technologies, and training 
(particularly through informal sector systems) in 
technical and entrepreneurial skills. 

8. Action by the international agencies 

8.1 UNCHS, together with the other international agencies, 
needs to press national goverru:ants to clarify their 
policies and establish clear strategies and programmes 
in respect of rural housing and the rural/national 
construction industry, drawing their attention to the 
associated potential in terms of linked activities. 

8.2 Inter-agency country missions could usefully be 
established to cover different dimensions such as 
macro/sectoral policies, appropriate technologies, 
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community participation, credit and training. 

8.3 Funding agencies should be aade alive to the possible 
incorporation of housing/con3truction related activities 
into funded area-based development programmes, including 
those in refugee-affected areas. 

8.4 It can be questioned whether UNCHS itself has been 
sufficiently alive to the needs of the rural as opposed 
to the low-income urban sector. Its Operational 
Activities Report of 1991 rafers to 191 different 
projects world-wide, covering 96 countries, which 
include a mere handful of projects which are explicitly 
rural, and none which obviously has as its central focus 
a comprehensive rural housing/construction programme. 
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VI. WOMEN IN HOUSEHOLD AND RURAL SMATJ. SCALE INPUSTBY 

1. Household non-farm enterprise 

1.1 Rural small industry is of considerable importancb to 
rural women in developing countries, providing a 
supplementary source of income for, on average, some 50 
per cent of women engaged in aqriculture, it is 
estimated (UNDP/GON/ILO/UNDP, 1988, p xxii). In Asia 
food processing, garments and crafts (including the 
products of basic household items such as mats and 
baskets) are amongst the most common activities, as is 
the case in Africa, where beer-brewing is also a v~~y 
widespread commercial activity in rural areas. In some 
places brick-making is an important additional, seasonal 
activity. 

1.2 A sub-category of rural industry is household or cott3ge 
industry carried out actually in the home. A 
substantial proportion of women's participation in rural 
industry falls in this category and, vice versa, much, 
though not of course all, of household industry is by 
women, so that it will be convenient to deal with 
household industry in this section. 

1.3 A feature of household industry, as can be seen with 
respect to Thailand (Table 16) is that much of it is 

Table 16: Number of farm households reporting specified non-farm 
enterprises in N and NE Thailand. 1982 

Noodles 
ox carts 
Silk-weaving 
Cotton-weaving 
Wood products 
Bamboo products 
Hand tools 
Processing agric products 
Cement pl."oducts 
Mat-making 
Pottery 
Bricks 
Lacquerware 
Other products 
Commerce 
Services 

Household reporting activity (N = 424) 
Number % of households 

30 
6 

43 
65 
17 
93 
36 

109 
3 

62 
20 
12 

2 
50 
54 
60 

7.1 
1.4 

10.1 
15.3 
4.0 

21.9 
8.5 

25.7 
0.7 

14.6 
4.7 
2.8 
0.5 

11.8 
12.7 
14.2 

SourcP: o Kiatying - Ungsulee (1981) 
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resource-ba~ed, important activities in this case 
including the processing of agricultural products, 
bamboo products, mat-making and silk and cotton 
weaving. A similar picture is evident in Kenya (Table 
17). 

'!'able 17: Inv'2ntorv of rural non-farm activities. Kenya 1977 

Activity Per cent involved of 
households \ population \ 

Total resource extraction 
Wood cutters etc 
Hunters 
Fishermen 
Other 

Mfre of food, beverages, tobacco 
Pombe brewing 
Dairy products 
Other drinks 
Tobacco products 
Othe1. f c ~ti etc 

Mfre of plant & animal fibre products,apparel 
Reed, rush & sisal products 
Weaving, knitting etc 
Tailoring 
Other products 

Mfre of wood products 
Charcoal making 
Gourds and calabashes 
Furniture 
Building poles 
Other wood products 

Pottery products 
Mfre of metal products 
Construction 
Wholesale/retail trading 
Repairing (vehicles, bicycles, machinery, 
furniture, household utensils, shoes, 
clothing, watches) 
Total transport etc 
Bus, taxi & transport operators 
Water carriers 
Other transport etc 
Accommodation, food & beverage services 
Financial & business services 
Community, social & personal services 

Traditional healers 
Other community services etc 

12.1 
3.7 
2.6 
2.2 
3.5 
22.3 

13.4 
2.3 
2.1 
1.7 
2.7 

12.4 
5.7 
3.1 
1.2 
2.3 

14.0 
6.1 
2.7 
1.5 
1.3 
2.3 
1. 7 
1.2 
4.6 
9.3 

5.4 
4.1 
2.3 
1.0 
0.8 
4.6 
1.2 
5.2 
2.1 
5.9 

source: CBS, IRS National Household Survey, 1977 

13.0 
3.5 
1.3 
5.2 
3.0 
16.4 
7.7 
1.4 
1.4 
1.8 
3.1 

10.9 
5.1 
2.2 
2.4 
1.2 

11.5 
4.0 
2.2 
1.6 
1.4 
2.3 
1.1 
1.0 
5.2 

10.9 

7.8 
3.7 
1.9 
0.9 
0.9 
5.7 
0.1 

10.8 
2.5 
8.3 

1.4 Resource availabilities therefore can become important. 
A survey carried out in Thailand (Charsombut, 1983) 
found shortages of wood, reeds, clay, charcoal and yarns 
affe~ting variously the production of ox-carts, silk, 
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cotton, wood crafts, bamboo products, mats, pottery and 
bricks. Since it is unusual for local or national 
development officers to show ,uch interest in household 
industry, it would be even aore unusual if adequate 
awareness were shown o! specific constraints affecting 
it. An advantage o~ the filiere approach described 
above would be its propensity to highlight any such 
emerging difficulties. 

1.5 Basic inputs into household industry belong to two 
categories, local natur~l resources and agricultural 
production and supplies imported froa urban areas. 
These two situations carry very different implications 
for organisation and development of the industry with 
particular parent firm/local household enterprise 
relationships in the second case. Two examples of the 
latter from Thailand are the Tilral furniture industry, 
which is heavily dependent upon plywood supplied from 
Bangkok, and the ready-aade garment industry, in which 
almost all household enterprises deper.d on materials 
bought from Bangkok. 

1.6 The •putting out• system has been severely criticised 
for its exploitative aspects (Singh and Kelles-Viitanen, 
eds, 1987). Home-based workers are in a 
hyper-competitive labour market and are dispersed and 
difficult to organise. Measures to regulate levels of 
payment can be circumvented, for instance by selliug 
materials to the worker and re-purchasing them as 
finished goods. Nevertheless it is important to 
investigate and monitor the conditions under which any 
such system operates to ensure fairness and eliminate 
abuses. 

1.7 It is possible, however, for home-based activities to 
contribute in an important way to rural household 
viability and to poverty alleviation, as a study of 
rural carpet weavers in Turkey demonstrates (Berik, 
1987), while again suggesting elements of exploitation. 
Earnings per weaving day in workshop production, 
independent household production and under the 
putting-out system were respectively TL 675, 434 and 
307, earnings under putting out thus amounting to only 
45 per cent of the ~irst figure. At the same time daily 
earnings from weaving were not far short (about 90 per 
cent) of the alternative wage rate, and wage work was 
plentiful in any case in only 8 per cent of the villages 
surveyed. 

l.d The advantage of home-base.d work is, of course, that it 
can be combined with agriculture, and dovetailed 
seasonally to accommodate agricultural labour 
allocations, and with domestic obligations. Women 
weavers with ~hildren under 5 produced annual outputs 30 
per cent greater than those without. The contribution 
to poverty alleviation is shown by the fact that the 
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share of weaving income in total household income was 
highest for the lowest income cateqory (49 per cent), 
falling systematically to 28 per cent in the highest 
income category. Divorced or widowed women often lose 
rights to land and btecome dependent on weaving: 
female-headed households as a whole on average secured 
half the level of agricultural income per adult. Young 
women in landl~ss households are often full-time 
weavers, •supporting their households through weaving', 
whilst most young men are unemployed (Berik, 1987, p 
63). 

1.9 The study revealed that weaving made important 
contributions to subsistence and, secondly, permitted 
household accumulation in many cases. In respect of the 
first, weaving work in the non-agricultural season 
limited indebtedness, allowed purchase of agricultural 
inputs and provided a hedge against crop failures. As 
regards accW1ulation, the existence of two or more 
full-time weavers was decisive in enabling accumulation 
to take place: accumulated funds could be used to 
purchase cultivable land, or to buy the agricultural 
equipment needed to become a sharecropper, or even to 
buy a truck or minibus !or business purposes. Weaving 
was therefore 'not necessarily associated with rural 
poverty and rural proletarianisation• (p 67). 

2. Handicraft industry 

2.1 The above is an example of home-based industry which is 
based, not only on materials in this case, but on 
labour-intensive skills applied to a craft product. The 
household or small workshop mode of production has 
specific opportunities compared with factory production 
in relation to craft goods. For this reason handicraft 
production has been picked on in different countries as 
a means of auqmenting rural incomes, particularly among 
near-landless households. The most common problem has 
been marketability, success depending usually on access 
to export markets or at least a major local tourist 
market. In the absence of such access, projects centred 
on promoting crafts have not generated interesting 
levels of income or achieved significant coverage of 
target populations. In a number of cases, following 
active investigation and promotion, specific products 
have been found to have good export market potential. 
Prior assessment of this potential should, however, be a 
prerequisite for launching even pilot projects. 

3. Women's non-farm activities 

3.1 This applies more generally to women's income-generating 
projects as a whole. The others have pointed out (e.g. 
Soares, 1991, p 1), very few project documents include 
even a rudimentary feasibility study of the activities 
to be promoted, while m~st evaluation reports •provide 
only superficial ancl partial analysis on 
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income-qeneratinq components•. Project failure rates, 
not surprisinqly, are hiqh. It is again important that 
aarket studies precede aajor investaents of time in 
promotional projects for income-qeneration while, where 
loan funds are beinq offered, the lonq term 
sustainability of the project needs to be carefully 
considered beforehand. 

3.2 Soae woaen's projects, particularly for younq women, 
have focused on rather peripheral activities, tie-dye, 
for exaaple, in soae African countries. These often 
provide quite marqinal incoaes for a comparatively small 
qroup of people. It seems much preferable to 
•aainstreaa• woaen by adoptinq aajor proqrammes which 
benefit both aen and wo•en, such a& garment making or 
rural construction, and by adopting policies and 
proqra..es which benefit women in large numbers and 
significant activities, such as food processinq. 

3.3 While many non-farm activities are marginal in nature, 
in other situations they can make a considerable 
difference to household income. Thus a rural survey of 
Bequmqanj, Banqladesh, found that women participating in 
rural industries received on averaqe an annual income 
equivalent to US$ 237, comparing very favourably with a 
per capita national income in Bangladesh in that year of 
$ 140, while the average monthly expenditure of such 
households on nutritious food items was very much higher 
than for other families (CIRDAP, 1988). 

3.4 Wo~en are subject to a number of specific constraints 
affecting their involvement in rural enterprises. These 
refer to location; marketinq; labour; technology; social 
and cultural factors; education and skills; and access 
to credit. 

3.5 The locational factor which stems from the difficulty of 
working away from the household or village is a 
considerable one. It should not be underestimated in 
considering the real opportunities for rural industry 
involving women, taking account of the advantages of 
urban-based factory production in respect of many 
products. It is likely to increase the advantages for 
women of agriculture-related and local-resource based 
activities. Beinq tied to the household will aggravate 
~arketing problems and reduce access to markets outside 
the local area. Special assistance in the area of 
marketing is likely to be required. 

4. Non-manufacturing opportunities for women 

4.1 Where obvious opportunities for village or 
household-based manufacturing by women do not exist, it 
may make more economic sense to concentrate on what 
might be called •auxiliary agricultural production', 
agricultural activities which use very little land, such 
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as intensive vegetable production, stall-fed cattle, 
pigs or poultry, aquaculture or beekeeping. Such 
activities may be of particular relevance to the target 
group of the near-landless or to wo•en-headed households 
which are handicapped in relation to extensive 
agriculture with its heavy labour de11ands. Iri. dry or 
semi-arid areas, local purchasing power •ay well be 
insufficient to sustain manufacturing activities, which 
may be further handicapped by distance from uarkets, 
whereas activities such as goat-rearing can contribute 
to improved family subsistence and provide some cash 
income, as well as being in line with labour 
availabilities and expertise. Interest in promoting 
possible manufacturing activities should not therefore 
divert attention from exploring possibilities of 
agricultural intensification and income-generation in 
these areas. 

4.2 By way of example, in the Production Credit for Rural 
Women Project in Nepal, though the profit margin in 
weaving was found to be low, a reasonably good income 
was obtainable in goat raising, while vegetable 
production was also a major activity (Soares, 1991). In 
the SEWA project for female-headed households in 4 
villages in Jaunpur, India, goat rearing and pig 
production were found, similarly, to offer important 
sources of income as well as liquid assets for sale in 
times of distress, while potential was identified in the 
areas of beekeeping, rabbit rearing ~nd fish farming 
(ILO, 1989, p 3). 

4.3 The encouragement of goat-rearing, supported by cactus 
fodder production, was recommended as an important 
component of a survival strategy for the rural poor in 
the Brazilian Northeast, one of the poorest areas in the 
world, which is subject to droughts approaching Sahelian 
proportions (Livingstone and Assuncao, 1987). This was 
likely to make a much more substantial impact than rural 
industry in terms of numbers of poor rural industry in 
terms of numbers of poor rural households assisted in a 
dry region where a substantial proportion of the 
population is affected and purchasing power which might 
support rural industry is low. 

4.4 It is important to emphasise again that manufacturing 
accounts for only a proportion of rural non-farm 
activities as a whole, trade and services, including 
catering, each account for larger proportions. In the 
case of women, trade is a particularly important 
component in many cases, in all regions of the 
developing world. In respect of Africa, for instance, 
it is observed that •rural women are traders almost 
everywhere. In some West African countries up to 80 per 
cent of the labour force in all trade is female; rates 
for fish traders can be even higher• (FAO, 1984a). 
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4.5 It is noteworthy that in Banqladesh under the Grameen 
Banlt, one of the aost widely canvassed rural development 
projects, with substantial women's participation, a 
larqe proportion of credit disbursed to beneficiaries, 
mostly landless or near-landless, was for intensive 
livestock activities or trade, rather than 
manufacturinq. As a qeneral policy, it is absolutely 
correct to allow credit for distribution across the 
ranqe of activities which appear to provide qood 
economic rates of return, whether these are in 
manufacturinq or non-aanufacturinq, and where the 
activities are able to provide the basis for repayment. 

5. Economising women's time 

5.1 Attempts to promote new :aanufacturinq activities among 
rural women may fail if they are not consistent with 
household labour availabilities and in particular do not 
take account of the multiple roles played by women, each 
qeneratinq their own labour demands. Collection of 
basic information on labour availabilities should be a 
prerequisite for any new project. 

5.2 Since many women currently spend 2 or 3 hours a day each 
on fuel qathering and water collection, as well as on 
domestic food processinq, quite apart f=om the demands 
of aqricultural production, it may be that measures to 
ensure fuel supplies or reduce distances to water should 
be considered before anything else. Introduction of new 
sources of enerqy such as bioqas, producer qas and solar 
energy is an obvious possible solution in the first 
case. Partial success has been achieved in a few 
countries and efforts in this direction need to be 
redoubled and factors affecting replicability carefully 
considered. The fact that developments are mostly still 
limited to the experimental staqe after a considerable 
lapse of time reflects the minimal amount of backing, 
national and international, that these efforts, often 
left to NGOs, have had. More concert~d and, above all 
more systematic and coordinated efforts are needed by 
the national and international agencies, if 3ny 
breakthrouqh is to be made. An international workshop 
to review progress and consider the possibilities for 
and obstacles to practical implementation of new energy 
technologies is called for. 

5.3 With respect to water supplies, it may be commitment to 
people-oriented rural development that is lacking, 
rather than new technoloqies. Thus in the Brazilian 
Northeast, commented upon earlier, the rural population 
has been left for decades durlng the constant dry 
periods and droughts to scratch around for water 
supplies, using dug wells and other means of their own, 
while huge government expenditures have been devoted to 
the construction of immense dams not well designed to 
provide for rural needs (Livingstone and Assuncao, 
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1992). 

5.4 While improved villaqe storaqe facilities are important 
for themselves and should be an inteqral part of any 
rural housinq proqramme, if successful they are likely 
to have a major effect in econoaisinq women's time. A 
recent USAID pilot project for developinq on-farm 
storaqe in Western Kenya clailled to have reduced 
post-harvest losses of maize by as auch as a third. 
Since women are heavily involved, and in a 
labour-intensive way, in aaize-qrowinq for subsistence 
as well as sale, such losses also represent a quite 
major wastage of female labour, affectinq its 
availability for other activities. This project, 
subsequently adopted on a wider national basis, is also 
interesting for having pursued a f ili~re approaching by 
generating linkaqes through the saall-scale growing of 
trees for buildinq poles and the training of artisans 
for the construction of model stores. Improvement of 
villaqe storaqe structures has been a useful component 
of many rural development proqrammes in different 
countries in Africa (Cameroon) Asia (India, Pakistan) 
and Latin America (Peru). 

5.5 These time economies are of value in themselves for 
reducing drudgery and thus the quality of life. Whether 
they result in non-farm activities being taken up or 
expanded is less certain. The most favourable 
circumstances, it has been suggested (Herzog, 1986, p 
11), are where women are already engaged in a successful 
income-generating activity or where ongoing activities 
exist in the village. Thus in an FAO PFL project in the 
Baquineda region of Mali, labour economies resulting 
from the introduction of mechanised grain milling 
allowed a number of women to take up green bean 
production for export, previously carried out 
exclusively by male producers. In a different 
vituation, in Burkina Faso, where there were not the 
same opportunities, less than 30 per cent used the time 
to take up additional income-generating activity, and 
this mostly in petty trading. 

5.6 In some circumstances t~e introduction of new 
technologies may have negative distributional 
consequences. Thus the introduction and spread of 
Engleberg mills, replacing traditional manual rice 
hullers (dhekis) in Bangladesh, destroyed the only means 
of earning a living open to large numbers of landless 
wo•en relying on this for part-time wage work (UNIFF.M, 
1988). Clearly it is important to assess the 
possibility of distributional consequences of this type 
in advance. 

6. Appropriate technology and food processing 

6.1 The most obvious area in which new technologies might be 
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introduced to the benefit of women is in ~he widespread 
daily business of food processinq, where inefficiP.nt 
poundinq methods have been traditional and where 
qrindinq mills have been shown capable of savinq 2 or 3 
hours a day of women's time. A hydraulic press can 
reduce the time spent pressinq qrated cassava from 1-6 
hours usinq traditional aethods to 1-2 minutes; an 
Aqrico palm pounding machine can reduce the time 
pounding palm kernels from 5-6 hours to 40 minutes for 
equivalent loads, and a centrifuqal palm kernel cracker 
can reduce time spent crushinq 10 kq of palm kernels 
from 3-6 hours to 1.5-2 minutes (ILO, 1984). 

6.2 A major factor limitinq the introduction of these 
technoloqies relates to their effective scale of 
operation, which precludes their employment by 
individual households and requires qroup organisation or 
control by individual larqer entrepreneurs. Thus in a 
pilot project for women's qroup processinq of coconut 
oil in Nsein, Chana, usinq a diesel-enqined copra 
qrater, output per person-day increased sevenfold 
compared with the traditional method, and members' 
incomes were increased by 50 per cent, part of which 
could be re-spent in oil production development (ILO, 
1987c). However, initial capital required was$ 
320,000. This was secured by villaqe qroup members• 
contributions from savinqs, supplemented by a private 
loan. The qroup divided itself into a number of 
separate groups of 5-20 women for actual use of the 
machine. 

6.? A very similar example is described (ILO, 1987b) of a 
women's qroup pilot project in Antoa, Ghana, for qari 
processinq using SlS diesel-powered equipment. This 
reduced processing time for all the staqes from peeling 
to grating by two-thirds, while producin~ a more 
satisfactory product, but investment costs were 90 times 
as great as the traditional process. 

6.4 As in the previous case, it was observed here that tne 
mechanisation of processing permitted expansion of 
agricultural production by those involved, and even by 
non-members who were able to pay to have their cassava 
processed. Here members were able to market gari 
locally and transport quantities to market centres in 
the region. This demonstrates the very great potential 
value of replacing inefficient, time-consuming 
traditional processing of staple foodstuffs while at the 
same time raising different questions regarding the 
possibility of stable, effective organisational forms of 
ownership and operation. 

6.5 Again, a TCC mechanical pounder for palm oil processing 
was introduced via a women•e group at Essam, Ghana, in 
1984, and proved very effective and manageable by the 
group. Labour time for pounding was reduced by 
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two-thirds. Investment costs, however, were 20 times 
the traditional method (ILO, 1985a). 

Not all such tec~~1ologies involve substantial economies 
of scale. Improved KAGAN ovens for fish smoking were 
introduced in 1984 in 4 locations along the Ghana coast, 
which could be operated by groups of just 2 or 3 women 
and involved investment costs just 3 times those of the 
traditional process. The new oven required just 
one-twentyfifth of the labour input per ton compared 
with the old method (ILO, 1985c). 

Herzog (1986) describes trials with animal-powered 
cereal mills in Senegal and Burkina Faso, which began in 
1984. Larger diesel-powered grinding mills were likely 
to exhibit excess capacity if introduced to some of the 
smaller villages in the area, and there was also a 
problem of the level of charges where villagers were 
relatively poor. Animal-powered mills, in contrast, had 
very low operating costs and were affordable by most 
rural women and were found to develop heavy customer 
demand. Since individual women were able to use their 
own animals in fulfilling their requirements, they were 
able also to enjoy a degree of independence in running 
the facilities without reference to the men in the 
village, and much wider access to mechanised milling was 
achieved. 

A somewhat similar appropriate scale issue appears in 
sorghum milllng in Botswana, where the Rural Industries 
Innovation Centre designed and developed an 
intermediate-sized sorghum de-huller, of a scale which 
would be suitable for adoption by smaller villages. 
Following its introduction in 1980, it achieved a 
significant response, 36 having been sold by 1985, with 
another 11 ordered (UNIFEM, 1988). Savings of 4 
person-hours a day in processing line are reported, but 
nothing regarding the organisational side of mills which 
are still designed to satisfy whole-village 
require:ments. 

Given the rather dramatic savings in labour productivity 
achievable in these examples, clearly capable of 
replication in a wide range of food processing 
situations in different countries, it is important to 
ask why the different types of equipment in question 
have not become the norm. In the case of specially 
designed appropriate technologies, the existence of a 
'missing link' between designers and manufacturers has 
been suggested (ILO, 1984, p 268), with manufacturers 
sceptical about embarking on production of devices not 
yet established in the market: 'as a result, many 
equipment pro~~types of potential benefit to the rural 
people have ne~er left the laboratories•. 

Many of these items of equipment are not difficult to 
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fabricate and could be produced in ru~al informal 
sectors. As indicated earlier, there are cases of 
informal sector entrepreneurs independently fabricating 
their own processing machinery for sale. Again, 
systematic assessment is required at the national level 
of what real, marketable opportunities exist, followed 
by a much more active promotion of their production and 
distribution through the informal sector. 

In many cases, as demonstrated, econoaies of scale 
associated with the introduction of mechanised 
processing methods will require either cooperative or 
capitalistic organisation, even if in both cases all 
villagers can benefit as consumers. It does not appear 
to have been systematically investigat~d as to whether 
this has proved an obstacle, and more _ onerally there 
appears to be little systematic follow-up over a period 
of years. It is suggested that regular reviews of 
potential and experience with new technologies, covering 
technical, e~onomic and organisational aspects, as well 
as distributional effects, be carried out through 
appropri~tely-designed re~ional institutions which 
should have strong national government support and 
involvement. Such institutions could serve as vehicles 
for the injection of expertise from the appropriate 
international agencies. More R & D and stronger 
dissemination efforts should be applied where improved 
technologies, including hand-operated equipment, can be 
managed by individual women or small groups. 

Women's groups and rural industry 

Women's groups have very evident advantages as a vehicle 
for delivery assistance. In processing activities, 
where economies of scale exist, women have not found it 
difficult in most rural societies to work effectively as 
a group. This obviously permits the participation 
potentially of all women villagers, including those with 
fewer assets and less income. Groups also allow women 
to circumvent intra-household obstacles to independent 
pursuit of economic activity by the women, and can 
permit technical ann other progress to be made in 
respect of those sectors such as food production, 
processing and marketing or the raising of small stock 
in which women are the main participants. 

Most encouraging has been progress in the area of credit 
and thrift societies. These have evolved in many cases 
from a stror1g foundation of traditional Rotating Savings 
and Credit Associations (ROSCAs) which have existed for 
a long time in many different countries in different 
continents. Advantages includ~: they serve as 
mechanisms for mobilising savings, as well as 
channelling credit, providing incentives to save because 
of the opportunities thrown up for useful 'lumpy• 
consumer or investment expenditures; they are suitable 
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for the poorest subsets within the community, because 
the principle is one of combining savings to generate an 
investment or social fund; through the procedure usually 
adopted of group guarantees (the group as a whole 
guaranteeing repayment of loans to individuals) the 
problem of lack of collateral, even land, among the poor 
especially is circwavented; groups can be used by aid 
agencies who may offer credit guarantees to banks or 
manufacturers and wholesalers providing trade credit; 
and where high costs of small loans administration have 
been a major reason for lack of interest by formal 
sector lending institutions to become involved in small 
loans distribution, particularly in rural areas, they 
offer a mechanism for lowering administration costs. 

7.3 Rural women appear to be particularly conscientious when 
it comes to savings procedures and meeting repayment 
schedules, and seldom default on repayment. The 
repayment rates will achieved of 95 - 100 per cent 
(Mavroqiannis, 1991, p 56) are in marked contrast to the 
majority of small enterprise loan schemes. It is worth 
making brief reference to some examples which will 
support this assertion on repayment discipline but also 
bring out certain other common features or tendencies. 

7.4 A project in Bangladesh, the BSCIC-FHH Project: Women's 
Group Development, was specifically directed towards 
female-headed households and, using a savings and loan 
revolving fund, was able to achieve repayment rates of 
90-100 per cent. However, although a wide variety of 
income-generating activities were supported, the most 
important was that of rice-husking. 

7.5 Progreso, a microenterprise credit programme started by 
Accion Communitara del Peru, in the barrios on the 
outskirts of Luna, although obviously a peri-urban 
rather than a rural programme, made more than 40,500 
loans over a five year period to some 3500 
microentrepreneurs, more than half women, and 1978 
groups, 80 per cent women, and achieved repayment rates, 
without imposing collateral requirements, of about 95 
per cent in both cases (Otero, 1987). However, the 
loans, in the range of $ 50-100, were mostly for working 
capital and, in the case of women, included a high 
proportion for the purposes of trade. 

7.6 One of 27 women's cooperatives in Western Sumatra, 
mostly credit and savings cooperatives, Perwari is 
located in Bukitinggi in the highlands. It is of some 
interest as a younger women's cooperative. Each member 
makes an initial savings contribution of Rp 5000, and 
subsequently monthly contributions of Rp 1000, and is 
entitled then to credit up to a maximum of 3 times her 
accumulated savings. The society is self-run, 
administration costs are low, and repayment rates up to 
1989 were 97 per cent (Mavrogiannis, 1991). A 
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limitation is the level of funding, limited to short 
term credit, usually repayable in 10 monthly 
instalments, and useful therefore only for working 
capital. Most of the members are described as small 
traders, using loans, other than consumption loans, for 
trade rather than manufacturing. 

7.7 The Federation de Cajas de Credit (Fedeccredito) in El 
Salvador is interesting, again, for its success in 
extending credit, in collaboration with a government 
agency, to some of the poorest households in the 
country. 86 per cent of whom are specified as women 
(Lycette, 1984). The grupos solidarios conform to the 
standard model for such groups by providing joint 
guarantees for individual loans, a group representative 
collecting weekly payments from me::nbers for collection 
by the Credito agent. Though the women involved are an 
evident target group for poverty alleviation, operating 
tiny, home-based businesses providing over 50 per cent 
of the household's income, high repayment rat~s are 
again attained. 

7.8 An illustration of the capacity of women's group 
organisation to serve the purposes in really low 
income-group situations is offered by the cur1ent 
GTZ-assisted project in Central/North Kenya at Wamba in 
a semi-arid pastoral area (IFAD, 1990). Pastoralist 
women here successfully established du.kas (shops) in a 
remote pastoral area on the basis of credit from 
wholesale distributors in Wamba secured by a credit 
guarantee on the part of GTZ. Despite the apparently 
unfavourable circumstances and lack of both formal 
education and experience of commerce by the pastoralist 
women, 100 per cent repayment rates were being achieved, 
with particularly important benefits from the use of the 
dukas for the commercial distribution of animal 
vaccines. 

7.9 

7.10 

7.11 

From these examples, there seems to be no question that 
women's groups constitute a viable and widely successful 
vehicle for reaching poor rural women, for addressing 
problems of intra-household distribution, and for 
targeting specific vulnerable sections such as 
female-headed households and young women. 

A limitation is the level of savings and credit which 
can be mobilised, which is generally low. Ho~ever, a 
group's access to funds can be substantially expanded if 
supporting agencies can of fer credit guarantees to allow 
them to acquire further fixed or working capital. 

A related comment is that the groups are generally able 
to provide only for working capital and that this 's 
more often for trade than for rural industry as such 
(excluding village food processing as described earlier) 
or for establishing new projects. An immediate question 
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which should be considered in all cases is whether aore 
proqress could be aade in incorporating rural industry 
projects aiaong group-supported activities. Hopefully, 
once a sound organisation has been established, its 
scope can be broadened in such directions. This is 
likely to be easiest where rural industrial activities 
are being carried on by a significant nuaber of 
households already. A particular requireaent, 
certainly, would be train •ore women as credit officers 
in order to develop such possibilities. 
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VII. INCOME-GENEBATING AC'J'IYITIES FOR REFUGEES 

1. The distribution of refugees 

1.1 In considering the proaotion of rural industry and 
non-farm activity as a whole in relation to poverty 
alleviaticn, refugees are an obvious target group. 
These nUllbered soae 14 aillion in 1990, 80 per cent 
located in developing countries. Their nu.her tripled 
between 1976 and 1980, and doubled again in the 10 years 
to 1990 (Table 18). During that tiae the share outside 
Europe and North Allerica increased from 56 per cent to 
86 per cent, due particularly to the increased share of 
Asia. 

1.2 Their distribution is, aoreover, concentrated in 
pa~icular countries (Table 19) and regions within 
countries. Many of thesb host countries and specific 
host populations are themselves extremely poor. This 
means that the countries specifically involved, 
particularly the lowest-income asylum countries, need 
offsettinq developaent aid and, since helping the tarqet 
group will require the cooperation of the host country 
and of specific local area populations, that aid should 
be directed to the locality, including local 
populations, and not confined to refugees as an isolated 
group. 

1.3 In particular, aid will need to be directed towards 
expanding infrastructure, both economic and social, to 
increase absorptive capacity. These considerations, in 
turn, point to the need for an area-based approach 
towards the absorption of refugee populations, embracing 
the whole population in the refugee-affected area. 

Table 18: Changes in the ge0<1raR))ical distribution of refugees 1 

1976-1990 

1976 1980 1985 1990 
Total (no.) 2772000 8229300 11613300 17209722 
Shares (t) 
Africa 43.3 44.5 29.9 34.7 
Asia 6.5 28.1 48.8 43.6 
s America 4.0 2.2 2.9 7.0 
Oceania 1.8 3.8 0.8 0.6 
N America ' Europe 44.4 21.4 17 .6 14.2 

Source: UNHCR, Geneva 
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Table 19: World Distribution of Befuaees. January 1. 1991 

Ho. ' Africa 5388968 31.2 
Malawi 926725 5.4 
Sudan 780000 4.5 
Ethiopia 772764 4.5 
Somalia 460000 2.7 
Zaire 416U5 2.4 
Guinea-c 325000 1.9 
Ivory Coast 272284 1.6 
Bwundi 268403 1.6 
Tanzania 265184 1.5 

Asia and Oceania 638827 3.7 
China 287226 1.7 

L America ' caribbean 1198880 6.9 
Mexico 356400 2.1 
Costa Rica 278000 1.6 
Honduras 237100 1.4 
Guatemala 223377 1.3 

SW Asia, H Africa, Middle 
East 7632799 44.2 

Iran 4174401 24.2 
Pakistan 3255975 18.9 

Europe ' H America 2402263 13.9 

Total 17261737 100.0 

Source: UHHCR, Geneva 

2. Absorption into agriculture 

2.1 The need to identify suitable income-qenerating 
activities for refugee populations, whose presence in 
the host countries is frequently extended and even 
permanent, is that they cannot be maintained 
indefini~ely, for their own or other people's 
satisfaction, in dole situations inviting 'donor 
fatigue•. The question to be considered here is how far 
once could look to the category labelled •rural 
industry• for tile appropriate activities. 

2.2 In developinq countries as a whole the predominant 
activity is agriculture. One would expect political 
dislocation to displace rural populations in particular 
and, indeed, the profile of refuqees is 11ainly rural, 
with agricultural backgrounds. One should therefore 
look first to the agricultural sector for their 
absorption and to providinq refugee families with at 
least a minimum of land. 

2.3 In developing countries acce8s to land means access to 
employment and very often lack of such access means 
unemi:•loyment. Moreover, non-farm activities are 
generally a source of supplewentary income for 
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households deriving income fro• both fara and non-farm 
activities. It would irt any case be difficult to absorb 
an entire refugee population, or even a large 
proportion, into non-farm activity, due to demand 
constraints, whereas the same liaitation does not apply 
in agriculture where a household's first concern is the 
satisfaction of its own basic consWDer wants. It is not 
only that the most i .. ediate need of refugee households 
is to ensure their own food supplies: their failure to 
do so could add to an already substantial foreign 
exchange burden associated with food iaports which are 
increasing in volu.e in aany developing countries, 
particularly in Africa. The fact that a substantial 
proportion of refugees are woaen and children increases 
the need, where this is feasible, to start out fro• 
•easures which ensure basic food provision. Settlement 
into agriculture is, moreover, likely to be the best way 
of dealing siaultaneously with the next generation, as 
children grow up. 

2.4 Needless to say, this strategy is easier to follow in 
the case of •returnees• than for eY.patriate refugees, 
particularly where land is scarce. It is also the case 
that not all refugees have agricultural backgrounds. 

J. Opportunities for men. wo•en and youtb 

3.1 In considering assistance aeasures for refugee 
populations, awareness is necessary of the possible 
predo•inance within them of woll&n-headed households. 
This points to agriculture and livestock activities, 
particularly those using less land, such as 
vegetable-growing and poultry. Apart fro• 'auxiliary 
agricultural production' such as this, it would be 
i•portant, however, to identify any possible non-farr. 
acti~ities for supple•entary income purposes, since as a 
•aj·.>r poverty group they are likely to require •ultiple 
sou~~~s of income to achieve a viable or better level. 
Marketing and services, still outside the category of 
rural industry, may well be the next best option, 
suggesting in terms of policy the distribution of small 
loans th."."ough women's groups on the Gra•een Bank model. 
Dress•a~ing/tailoring is the most obvious possibility 
within ~mall scale •anufacturing, perhaps facilitated by 
the distribution of sewing machines on hire purchase. 
The const.raint here is likely to be on the demand side, 
coJlbined with excessive competition from existing 
producers, and careful market studies would be essential 
beforehand. Other on-going non-farm activities in the 
region may offer the best clue as to what is feasible, 
brick and tile production in some places, for example, 
with credit facilitating entry by refugees. 

3.2 For men, training or other assistance towards becoming 
established in carpentry, metalworking or masonry may be 
the most obvious but again raising questions of market 
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dem~nd and competition fro• existing local producers. 
Man)' who have received such training have been confined 
to ~arrying out work within refugee calllp£ rather than 
suc:eediriq themselves as independent entr;apreneurs. 
Azsistance in finding wage eaployaent aay be a aore 
effective aeans of absorbing large nuabers of aale 
refugees outside agriculture. 

3.3 However, soae of the general lines of action reco .. ended 
above for non-fa_~ activity pro•otion aay be capable of 
application in refugee-hosting areas. Thus a rural 
housing programae could provide a focus for 
housing-related activities, including brick or block 
aaking, supported by a training programae. Taking 
account of the dependence of small scale enterprise 
activities on the resource base, eaployaent in 
resource-conserving activities of different kinds, 
including agr~-forestry initiatives, aight be a 
component. 

3.4 For boys, vocational training, siailarly, is 
reco .. ended. A longer tera perspective being possible 
in this case, assurance of access to prillary educatir.>n, 
providing !>asic literacy and nUJ1eracy, may be a first 
priority, placinq thea on an equal basis with their 
local counterparts and thus eventually ending, perhaps, 
their separate status within the ho~t population. 
Building and staffing aore schools in the region, with 
NGO assistance, is appropriate. With respect to 
vocational training for youth, measures to encourage 
local mastercraftsmen within the informal sector to take 
on refugee apprentices might be considered. 

4. The role of NGQs 

4.l It is almost self-evident that NGOs have an important 
role to play in development assistance to 
refugee-affected areas, these often being poor before 
the influx of refugee populations. Since financial and 
other resources are inevitably small in proportion to 
the affected population, participatory and self-help 
proqra:mmes have to be adopted, with NGO& more adept, 
very often, in identifying target groups and special 
needs locally. 

5. Cooperation between funding and technical agencies 

5.1 The tTllH~ does not wish, quite properly, to assume the 
role of a developaent agency. It cannot be expected to 
have the range of technical expertise lodged in the 
other specialist agencies, and it should not attempt to 
duplicate this. Of necessity, it has to be concerned 
first with short term survival and alleviation 
measures. The n2cessity for an area-based approach, 
across sectors and activities, specifically requires 
injection of different types of expertise from different 
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UN aqencies and an area developaent plan which aay be 
beyond the capacity and teras of reference of UNHC!t, as 
well as beyond its own funding remit. 

5.2 Local area plans are very often p~epared by single 
bilateral or aultilateral funding agencies, in 
conjunction with national government officials, 
generally not drawing extensively on knowledge and 
expertise residing in the specialist agencies such as 
UNIDO or FAO. In the case of refugee-affected areas 
where action is needed across a nUlilber of fronts 
relating to farm and non-fara activities, which together 
will raise the absorptive capacity of the area, there is 
need for coordination aaonq the relevant agencies under 
which each can contribute to an aqreed assessment of 
what are feasible and practical short tenr. and long term 
measures. How best to achieve this coordination at 
different stages of planning and implementation should 
be a matter for discussion. 

5.3 Coordination is also needed to influence the 
distribution of financial and development effort by UN 
or multilateral/bilateral donor agencies in such a way 
as to recognise the extra claims of refugee-affected 
areas. In other cases, where the position is Qne of 
ongoing development programmes or projects, there may be 
need to introduce a specific refugee dimension, perhaps 
'piqgy-backing• refug~e components to existing 
projects. The initiative here lies most directly with 
UNHCR as representing the interests of the refugee 
populations. It may be considered whether HCR is 
appropriately and has sufficient capacity at present, 
not to serve as a development agency, but to ensure this 
refugee dimension does not get omitted in different area 
programmes where opportunities and needs for its 
inclusion exist. 

Case Study: The Revolving Fund Scheme for refugees in Eastern 
and Central Sudan 

This scheme is worth examining as a substantial programme focused 
on a major area of refugee influx in Eastern and Central Sudan 
(1.3 million refugees from 4 different countries at end 1987). 
It illustrates some of the constraints and difficulties 
encountered by such a programme. 

Following a request by the Government of the Sudan and UNHCR, and 
a number of studies which it itself carried out, ILO initiated a 
programme of action, based on 16 project proposals, in 1983, a 
Project Manager arriving in mid 1985. The focus was a Revolving 
Fund for the distribution of loans, using the group approach 
(maximum 20 members). The size of the Fund in 1986, when the 
first disburse•ents were made, was US$ 356,200. 85 per cent of 
loans were to be distributed to refugees in the settlements for 
the development of income-generating activities, and 15 per cent 
among l~cal artisans. In addition a Ma~keting and Te=hnology 

I 
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Advisory Service, centred on an expatriate advisor, was 
established to provide advice towards upgradinq techniques and 
products. By the end of 1987 96 loans had been distributed, with 
a aean size of $3862. 

!\'able 20: Pr9iects financed by the Revolvina Fund 

Saall-scale aanufacturing 71 
(Metal workshops 13 
Carpentry 6 
Tailoring, embroidery 15 
Spinning ' weaving 8 
Handicrafts 9 
Leather, rlil>ber products 10 
Other 10) 
Services and trade 3 

Total 96 

Agricultural production 
and processing 
(Grinding aills 5 
Other 6) 
Aniaal husbandry­
related 
(Dairy 2 
Cheeseaaking 2 
Sesa.e oil extraction 2 
Other 5) 

11 

11 

While a March 1987 ILO EvaluatioYl Mission (ILO, 1987) reported 
very favourably on the success of the pr()(_trme, particularly in 
securing substantial increases in income levels in aany 
activities, closer exa.ination of the evidence available suggests 
a need for caution. 

1. Although reference is made to an illpressive 96 per cent loan 
recovery rate, this refers to aaounts due. Only a proportion 
of the CU1oun~s loaned were due for recovery by early 1987 a~d 
recoveries to December 1987 CU1ounted to just over 12 per cent 
of amounts disbursed. It is not clear that the recovery rate 
was maintained subsequently. 

2. Recovery also depended on close supervision of client 
groups. Other schemes providing extension sarvices to widely 
scattered artisans such as that based on Rural Industrial 
Development Centres (RIDCs) in Kenya in the mid-70s have 
exhibited heavy extension costs relative to the turnover of 
those assisted. During the period 1984-86 here in the Sudan, 
capital and operating costs budgeted for the progra-e 
amounted to $1,039,606 compared with a revolving fund of $ 
359,794. 

There were also major problems in supervising the activities 
promoted due to lack of adequate transportation, and it was 
reported that only one out of five extension officers were 
mobile in the field. There was also a problem of security 
for officers carrying SWIS of money. The project area is 
vast, embracing 28 refugee settleaents and 6 towns. 

Distance and other physical factors created diff icultids in 
procuring raw materials, equipment and aarketinq of finished 
products while dispersed, small scale production makes it 
difficult to achieve economies of scale in supply and 
distribution. These factors are not likely to be unusual in 
refugee-affected areas. 
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3. While the project period evaluated was coaparatively short, 
the small number of project loans, 96, covering 446 
beneficiaries, 1922 including dependents, represents a low 
coverage of the target group, and coapared with 2500 
immediate loan applications received and a refugee population 
of 1.3 ~illion. 

4. The estimates given for the aean net aonthly incoae of the 
projects before and after loan receipts of $ 10,830 and $ 
69,610 respectively are not convincing, particularly if the 
difference is compared with the aean loan size of $ 3862. 
Descriptions of the individual projects indicate some success 
in introducing or iaproving designs or linking up with urban 
markets but not, it would seea, sufficient to produce the 
across-the-board revenue iaprovel.lents posited. In so•e 
cases, such as shoe-making and cheese-aaking there is 
specific reference to the liaitations of the village aarket. 

One promising initiative was the investigation by the ILO 
Advisory Service of the potential for developing the 
cultivation of the Dowa pala in the Eastern region. Since 
the Down palm's fibre and wood by-products provide a source 
of income and employment for, it is stated, as many as 
100,000 people, positive interventions here could certainly 
achieve significant coverage in teras of persons benefited. 
The problems are of severe drought and over-harvesting, 
leading to a danger of the palm's extinction. This provid~s 
an example of a situation which would be aost easily 
identified under the 'fili~re' approach which links the 
resource base with connected small or large scale activities 
down the line. Here consideration is being given to 
establishment of protected cultivation and to finding a 
quick-growing pal• to alleviate pressure on the Doum variety. 

Lessons from the case study: 

difficult physical conditions in many refugee areas affecting 
Pxtension costs. 

need to keep programme costs in proportion to income levels 
of target group. 

problem of achieving significant coverage of target group 
through non-farm activity promotion. 

r.eed for cc.ldly realistic evaluation of success, even if 
programme deserves a degree of subsidy. 

usefulness of fili~re perspective linked to resource base. 
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THE RCLE OF THE UH AGENCIES 

The salient fact emerging fro• this lengthy discussion 
is that the pro•otion of rural indu~try, even less its 
specific use in poverty alleviation, cannot be dealt 
with by focusing on a •rural industry sector• in 
isolation. Its develop•ent, indeed, depends on a number 
of inter-sectoral linkages and also generates 
develop•ent in other sectors through these :Linkages. It 
follows that a nuaber of UH agencies will all be 
concerned in one way or another with rural industry. 

The most i.llportant determinant of rural industry 
expansion is the growth of agriculture, together with 
fisheries and forestry. Opportunities for new rural 
industries may be associated with specific agricultural 
develop•ents. Much of rural industry is in fact 
resource-based. 

Developing non-far. activities may require prior 
elimination of rural labour constraints calling for the 
application of new technologies for economising tiae, 
particularly of rural wo•en, but covering labour in 
agricultural production, food processing, rural energy, 
and transport. Different agencies, FAO, UHIDO and UHCHS 
all have expertise and interests in this field. 

The promotion of rural industry here is seen as part of 
an overall strengthening of the rural economy, involving 
the interact.ions described. This is obviously well 
suited to an area-based approach and, indeed, requires 
it, altbou~h in combination with a vertical planning 
perspective also. The need for a participatory approach 
increases this need. The area focus is also important 
in relation to planning for sustainability. At present 
only IFAD is involved in area-based assistance to any 
extent, although quite a lot of bilateral aid is 
area-based. The work of the ot.~er agencies is often 
project-based, so~etimes small project-based, and falls 
outside of these area initiatives. The latter could 
consider how their expertise could be better utilised 
within integrated, area-based programmes, or in planning 
them, in this case with reference to rural industry. 

The experience with top-dowr. promotion of rural and 
small-scale industry has been disappointing. When it 
comes to generating benefits for the rural poor and 
specific target qroups in particular a participatory, 
grassroots approach is essential, especially if 
sufficient coverage of the groups in question is to be 
achieved. A recent review of 25 sample rural 
development projects in three African countries (Kabongo 
and SchWIDI, 1989) refers to the •significant proportion 
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of United Nations system rural developaent activities' 
which •seem to go awry' and notes that 'the tradjtional 
top-down project (expert + counterparts + equipaent) 
rarely works effectively in this context'. It concludes 
that 'the validity of the project approach for rural 
development activities aiaed at the poorest of the poor 
or at the grassroots level needs to be seriously called 
into question' (p 30). 

A second salient fact we would stress is that a gap is 
evident between research and development into 
technologies and their introduction on a national basis 
in any recipient country, and between pilot projects 
covering a few villages and the major progralllles with 
substantial coverage one might have expected as 
follow-up. 

These gaps mean that a great deal of high quality work 
and important ideas generated within the UN technical 
organisat~ons fall into the sand of non-action. A major 
reason for this is that practical implementation on a 
sub~tantial scale calls for a national commitment on the 
part of the developing country governments. What is 
needed is much closer coordination among the UN agencies 
in order that national governments can have on off er 
fully integrated prograJDJRes in the various areas, rather 
th~n piecemeal offerings and suggestions on separate 
component clements. 

Education of integrated approaches in some of the areas 
discussed in this paper may call for (a) inter-agency 
workshops covering particular subject areas and (b) 
inter-agency aissions which can assist national 
governments in establishing appropriate strategies and 
prograJDJRes within the context of particular experience, 
needs and country possibilities, but perhaps working on 
a more continuous basis with national planning 
institutions. 

In respect of rural industry promotion, specifically, 
the UN agencies could together press national 
governments for the adoption of integrated rural 
development approaches, of 'filiere' planning 
perspectives, and of scale bias-free macroeconomic 
policies. In many countries national planning 
capabilities will need auch more support in ord~r to be 
able to establish anl iaplement the requlred progra111JDes. 

Some of the UN agencies, particulariy UNCHS and UNIDO, 
may need to allocat£ a greater share of their 
operational activities towards the r~ral sector, in 
order to contribut~ more to the i111JDediate needs of 
poverty alleviation. 
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The UNDP system has been criticised for not exercising 
•any efficient coordination• of external assistance to a 
given country (Edqren and Moller, 1990, p 39), 
particularly taking into account the independence of 
bilateral donors and the independent strength of the 
World BanJc. The provision of a focus in the form of a 
combined rural farm/non-fdrm development strategy with a 
broad poverty alleviation objEctive could be of value 
here. In particular, if, parcly as a result of a more 
coordinated approach on their part, the UN agencies can 
work more effectively with recipient governments in 
working out national development strategies combining 
some of the elements aentioned here (and siailarly in 
other fields of operation), not only will this deal 
directly with the criticism, but it will provide the 
framework within which specifier periodic technical and 
financial inputs may be more usefully supplied. It will 
also be more likely that bilateral donors will 
distribute aid in a manner consistent with the approach 
recommended and pursued hy UNDP. 

Unfortunately, the report finds that recipient countries 
are even more critical of the specialised agencies• 
usefulness within the areas of data collection, 
research, policy advice and norm setting (p 40). This 
indicates that improvement in this area is of qreat 
importance. As regards data collection and 
dissemination, there appears to be a gap in the 
mobilisation of existing informati~n and its 
incorporation into a •state of the art• or science on 
which reci~ient countries can draw with confidence. 
This problem certainly seems to apply in the subject 
areas covered here such as rural industry promotion 
itself and technological opportunities in rural 
development. 

Again, the Edgren/Moller study referred to comments that 
'IPF resources under the UNDP country programme are 
often scattered on many small projects without 
sufficient overall coherence, rather than concentrated 
on a few programmes and projects aimed at jnstitution 
building and enhancement of the recipient country's own 
national capability• (p 39). The emphasis in the 
present paper on the promotion of non-farm activities 
and rural industry as an integral part of rural 
development, incorporating major sub-prog=ammes such as 
the rural housing and construction component, offers the 
opportunity for pulling together particular UN projects 
and ins~rting new ones within a consistent framework and 
reducing the impression of 'bittiness•. 

The same report ascribes part of the general 
insufficiency of overall coordination of external 
assistance to given countries to the inability of most 
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of the recipient countries to undertake su~h 
coordination. This sugg&sts the need for more 
involvement in national macro and sectoral (or !ili~re?) 
planning by the UN agencies, as compared witt. project 
work. In tw·n, this indicates the need for more 
cooperation Letween the aqencies involved in broader 
diagnostic and analytical studies, such as the ILO, and 
those dealing more directly with technical 
nuts-and-bolts projects, such as the 1''AO. 

Unfortunately, the report points to the problem of 
separate UN agencies competing rather than cooperating 
with each other. The inter-sectoral relationships 
discussed here also show that the possible spheres of 
interest of the different UN agencies can certainly 
overlap, so that the scope for competition and confusion 
is perhaps even greater than suggested. This points to 
the need for strengthening existing coordination 
mechanisms between the agencies, perhaps arour.d 
problem-oriented foci such as the one here in order to 
anticipate and defuse potential conflict. 
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