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ABSTRACT The relevance of industrial development to national economic growth cannot be over-emphasised.
This paper examines the importance of agro-industrial promotion to rural development. It discusses the theoretical
underpinning of rural development and small scale / agro-industrial establishments. It identified the strategies that
could be used for establishing small-scale industries in the rural areas. Finally, the challenges, opportunities and
benefits derivable from small-scale industrial development in the rural areas are highlighted.

INTRODUCTION

It is universally acknowledged that rural
areasarevery important to the nation. They serve
asthe base for the production of food and fibre.
They are also the major sources of capital
formation for the country and a principal market
for domestic manufactures (Olatunbosun, 1975).
Ingeneral terms, therural areasengagein primary
activities that form the foundation of any
economic development.

Yet, despitetheimportance of therural areas,
they have been neglected for long. Usually, there
is absence of infrastructures (water, electricity
supply and motorable roads) which improve
quality of life. Therural areashavelow purchasing
power. Indeed, the ongoing neglect of rural areas
continue to widen the gaps between the rural
and urban areas regarding the levels of social
and economic opportunities, physical develop-
ment and availableinfrastructural services.

Over theyears, federal and state governments
in Nigeria have proposed and implemented
variousrural development programmes. Some of
the notable rural development programmes
include, thefarm settlements schemes of the 1950s
and 1960s; the National Food Production
Programme (NAFPP) established in 1973; the
Directorate of Food, Roads and Rural
Infrastructures (DFRRI) formed in 1985; and the
Rural Agro-Based Industrial Development
(RAID)in1981.

The Rural Agro-Based Industrial Develop-
ment Programme (RAID) was established in
collaboration with the World Bank. RAID was
charged with the responsibility of researching

into and developing small-scale manufacturing
(usually food processing techniques) using
locally manufactured equipments. It is evident
that the Agro-Industrial Devel opment programme
has achieved some degrees of successes
especialy in village Gari processing, Palm oil
processing among others. The concern of this
paper is the examination of the concepts, and
strategies of small scale /agro industrial
development. The challenges, prospects and
opportunities of the small —scale industrial
development will also be highlighted. Inthemean
time aphilosophical under pining of the concept
of Rural Development and small scale/ Agro —
Industrial establishment is presented.

THE CONCEPT OF RURAL
DEVELOPMENT AND
AGRO-INDUSTRIAL PROMOTION

Three concepts need to be defined: Rural
Development, Industrial and small scale/ Agro-
Industry.

The meaning of rural development has been
the subject of much debate and little agreement.
Thedefinition of rural development variesfrom
one point of view to the other.

The definition of rural development may be
centred around income criterion in which the
concept is made to address the problem of rural
poverty. Or it may be defined in sociological
concept in which the rural poor represents a
reservoir of untapped talent —atarget group that
should be given the opportunity to enjoy the
benefits of development through improved
education, health and nutrition. This is one of
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the most important definitions of rural develop-
ment as the provision of social infrastructures
could provide the catalyst that would transform
therural areas.

Rural development may also be seen as an
ideology and a practise. It may mean planned
change by public agencies based outside the
rural aress such a s the National Government
and International organization. It may also be
the bringing of the countryside into an active
state, aswell asthetransformation of theinferior
nature of the country side into something more
superiorintermsof activities. Lele(1975), Abakare
(1977) and Mobogunje (1981) view rural
development as the improvement in the living
standard of the rural dwellers by engaging them
in productive activities such asthe establishment
of rural industriesthat will increasetheir income.
It is seen by these scholars as a means of raising
the sustainable level of living of the rural poor
by giving them the opportunity to develop their
full potentials.

Rural devel opment can be distinguished from
Agricultural Development which it entails and
transcends. In essence Rural Devel opment may
imply abroad based re-organization and mobili-
zation of the rural masses in order to enhance
their capacity to cope effectively with the daily
task of their lives and with changes consequent
upon this.

According to the World Bank (1975:9) Rural
Development must be clearly designed to
increase production. It recognizesthat improved
food supplies and nutrition, together with basic
services, such s health and education, not only
directly improve the physical well-being and
quality of life of the rural poor, but can aso
indirectly enhance their productivity and their
ability to contributeto the nationa economy. Rural
development ensures the modernization and
monetization of therural society and thetransition
from itstraditional isolation to integration with
the national economy. It is concerned with
increased agricultural production for urban and
international markets. Thisis essential so asto
generateforeign exchange, and to attract revenue
to finance public and private consumption and
investment.

In order to encourage increased production,
rural development may offer apackage of inputs
and welfare services for the rural masses. Such
inputs and welfare services include-physical
inputs (such as the provision of feeder roads,
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water and el ectrification), socia -inputs— (namely
heath and educational facilities) and institutional
inputs such as credit facilities, agricultural
research facilities, rural expansion services
among others.

Accordingly the term industry refers to the
fabrication of raw materials to intermediate
components or finished products primarily by
mechanical means or dependent on inanimate
source of power. Broadly, industry can be
regarded, as all stages and types of economic
activities. Thisincludes extraction, construction
and services by which economic goods are
directly produced from raw materials. Thereare
three categories of industries, namely, large,
medium and small-scaleindustries. The concern
of this paper is on the small-scale industries.

Thedefinition of small scaleindustriesvaries
from country to country. It also varies in
definition with the number of employees, sales
values, financial strength, relative size, initial
capital out lay, and ownership. For instance, in
the U.S.A., asmall scale industry isone that is
independently owned and operated with acapital
base of not more than $5 million. In thefar East
(mainly China, Honkong, Taiwan, South Korea
and Europe), the average turn over of a small
scale industry must not exceed $3million.
Nevertheless, in Nigeria, the minimum capital of
a small scale industry is N500,000 (Federal
Ministry of Commerce and Industries). Still on
Nigeria, some states and institutions reduce the
capital base for the industries to as low as
N 150,000 and N250,000, respectively.

With regardsto employment size, asmall scale
industry in U.S.A must have an average number
of employees of between 250-1500 people; For
Latin America the range is between 5 and 20
workers. Inthe Far East, it is100 persons; while
in Nigeriathe minimum number of employeesis
between 5 and 10 persons.

According to Aluko (1972) small-scale
industries are those manufacturing activitiesthat
could be conducted in or near the place of abode
of asole entrepreneur with the family supply of
labour and capital. Such endeavours are usually
accompanied by other occupation like farming
and trading. In a study conducted by Aluko in
1972 ontheold Western State, it was established
that small scale enterprises whether household
craft or factory possess some of all of the
following characteristics. That:

1  Thesamemanager or proprietor handlesor
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supervises the financing, production,
marketing and personnel of the enterprises.

2 Themanager or proprietor findsit difficult
to borrow short-term or long-term capital
through organized financial institutionsand
sorely heavily on relations, money lenders,
personal savingsor profit of the enterprises.

3. Theindustry isclosely integrated with and
meets only theimmediate needs of thelocal
community in which the business is being
carried on. Thereislittle knowledge or need
for wide or distant markets.

4. Theestablishment isgenerally weak, poorly
equipped and reluctant to request or even
accept assistance for reasons of ignorance,
prejudice or fear that information about the
enterprises might reach the tax authorities
or anearby competitor.

5 The rate of falure is high because of the
dominance of sole proprietors. Although
sinceitisrelatively easy for singleindividual
to start a small-scale industry, the rate of
replacement is also high. The number of
units has a tendency to multiply. Each
apprentice tends to graduate to a sole
entrepreneur. Thereluctanceto combineinto
partnershipsor limited liability companiesis
very strong because of the mutual distrust.

6. Little or no account of business costs and
revenue is kept. The banking system is
hardly ever utilized. The result is that
banking facilitiesfor businessfinancing and
expansion are extended to only very few of
the industrialists.

7. Thelevel of education of the proprietor is
usualy very low. This consequently result
into low level of business management
techniques, skills or market information.

With these enumerated characteristics, the
extent to which these industrial establishments
can haveimpact on rural economic devel opment
isbetter imagined than expected. Yet if al things
areputintheir proper place, therural areas stand
to benefit tremendously from small scale/ agro
industrial promotion.

From theforegoing atheoretical linkage could
be sought for Rural Development and small scale/
Agroindustries. First, oneistempted to support
Bernsten (1978) that rural development refersto
the consciousaction to effect large scale change
inadesired direction. Thisisachieved by utilizing
inacoordinated way theresourcesavailableto a
given political unit.

Second, the desired change expected for the
rural areas is best achieved by promoting
economic activities (such assmall scaleindustrial
establishment) which will enhance the people’s
purchasing power and rural income. Third, the
small scaleindustrieswill thriveintherural areas
especially wherethereisavailableraw materials
for the production of finished products.

Overdl, it could be argued that small- scale
industrial promotion and rural development is
better achieved in the environment where several
development inputs are put in place. The
availability of rural development inputs (infras-
tructureslikewater, electricity etc). isaproblem
intherural areas. Thiscallsfor acomprehensive
planning strategy for small scale industries as
would be noted in the section that follows.

STRATEGIES FOR THE DEVELOPMENT
OF SMALL SCALE/AGRO/ BASED
INDUSTRIES IN RURAL AREAS

If the conceptual explanation of small-scale
industriesis anything to go by, it may be argued
that there is no big deal in the strategy for
establishing such industriesintherural areas. In
other words, such industries should be able to
flourishin any inform usthat some major factors
must be considered in the location of industries.
Theseinclude: proximity to raw materials, cheap
transport cost, accessibility to the market,
availability of potable water, cheap labour, and
electricity. Some of thesefactors are not present
inthe rural areas, hence the rural areas may not
be fascinating to many industrialiststo decide to
locate in the rural areas. Therefore, it could be
argued that patriotism and the need to arrive at
social justice may be motivating factors for
industrialists in deciding to locate in the rural
areas.

The abundant availability of infrastructural
service is a prerequisite for any industrial
establishment. According to Olayiwola(1990) the
problemwiththerural areasisthat many of them
are not large enough to have separate centres
for thelocation of eachinfrastructure. Therefore,
these settlements must be grouped together for
the provision of infrastructures and location of
rural industries. This brings into focus the
relevance of the concept of village regrouping if
rural or agro-based industries are to be econo-
mically distributed and viable.

The idea of village regrouping involves the
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bringing of villages together for the purpose of
turning them into growth points where all
amenities and infrastructures and industries are
located for the benefitsof al. Therearetwo types
of villageregrouping. Thefirst involve physical
relocation or displacement in which akey settle-
ment is selected asthe centre, all other surround-
ing villagesin itsregion are then made to move
physically closetothiskey centre. Thekey centre
has all the infrastructures and amenities
conducive to healthy living and the establish-
ment of economic activities such as small-scale
industries. The second aternative retainsvillages
in their existing sites. But a “growth centre” is
established. Growth centres are designated
points from where infrastructural facilities and
industries can be channeled or located.

There are arguments, which can be advanced
in favour or against the concentration of indus-
triesin few key centres. First, the concentration
of industries in key settlements, can cause
regional / rural disparities. Second, such rural
industrial concentration can also lead to spread
effect. In other words benefits of rural industrial
concentration can be left not only within the
settlement where the industry is located but
beyond, into the rural hinterland. Besides, by
concentrating small scaleindustriesin key rural
settlements, construction and maintenance costs
arelowered. Time and money are saved when a
full range of professionals, commercia and techni-
cal services are found together. Concentration
of small scaleindustries make possible provision
of more specialized services. It also enablesfull
advantage to be taken of the division of labour.
Industrial concentration facilitatesalarger popu-
lation to a centre where amenities and services
are concentrated.

THE CHALLENGES AND OPPORTUNITIES
OF DEVELOPING SMALL SCALE/AGRO
INDUSTRIES IN RURAL AREAS

The promotional efforts now being made as
regards the development of small —scale indus-
tries are based on the belief that these industries
can contribute significantly to the development
of the economy. Some of theroles played by the
establishment of such small-scale industries in
developing countries like Nigeria include the
provision of employment opportunities, reduc-
tion of the flow of population to the main urban
areas, and the development of indigenous
industries. Others are a balanced regional deve-
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lopment and reduced environmental impact.

Thesefactorsindicatethat avariety of oppor-
tunities would increase overtime with the deve-
lopment of the economy. As per capita national
incomeincreasesand withanincreaseintherange
of consumer goods which the people want to
consume, new opportunities will be opened to
small-scaleindustries.

SUGGESTION

A lot has been said about the relevance of
small scale / agro industrial establishment for
rural development. The activities of several
institutional based organizations such as the
Community Banks, Peoples Banks, Directorate
of Foods, Roads and Rural Infrastructures
(DFRRI), National Directorate of employment
(NDE) and the Better Life for Rural Women
Programmein promoting agro-industrial devel op-
ment are recognized. However, it should be noted
that government alone cannot be left to carry
out the task of promoting agro-industrial deve-
lopment intherural areas. Therural peopleshould
be deeply involved. To this end, the following
steps would help to further enhance the useful-
nessof small scaleindustriesin promo-ting rural
growth and development:

1 The rural people should be encouraged to
come together to form cooperatives for the
purpose of sourcing loans for establishing
small scaleindustries.

2 Thereistheneed for further research to cover
different areas of small scale industrial inno-
vation.

3. Thereisthe need for training and retraining
of the rura people to enhance the dissemi-
nation of new skillsand ideas on the establish-
ment, management and skills of small scale
industries.

4. Young school leavers should be mobilized,
trained and funded for the purpose of estab-
lishing small scaleindustries.

5. Proprietors of small scale industries should
be encouraged to come together as partners
in promoting small scaleindustrial develop-
ment.

CONCLUSON

This paper has attempted a discussion of the
concepts, strategiesand challenges of promoting
small scale/agro-industria establishment for rural
development. It described the many meanings of
rural development, small scale industries, and
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provided a linkage between the two concepts.
The geographic and economic principles of
establishing rural / small scaleindustriesthrough
village regrouping was mentioned. The challen-
ges, opportunities and benefits derivable from
small scaeindustria development werehighlight-
ed.

The problems of rural/agro-industries vis-a-
vis solutions towards enhancing their promo-
tionswere also identified.
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