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SMALL-SCALE MANUFACTURING AND REGIONAL INDUSTRIALIZATION
The Urban and Regional Development Perspective

Francisco Uribe-Echevarria
Institute of Social Studies

I. r ion

Regional policies are concerned with the same objectives as
any other development policies: economic growth, employment and
poverty. However, what has usually distinguished them from other
policies is their focus upon the social and economic implications
of spatial patterns of development in general. Two issues have
received most of the attention: (i) the persistence of large
intra- and inter-regional socio-economic inequalities; and (ii)
the consolidation of extremely concentrated patterns of
urbanization. Nearly all LDC governments have traditionally
considered these two issues politically worrisome and
economically detrimental. United Nations surveys have shown that
close to 80% of these governments consider their spatial patterns
of development and population distribution to be unsatisfactory
and share the view that 'radical' or 'substantial' intervention
is necessary (United Natiomns, 1979, 1980).

Empirical evidence seems to support these views given the
persistent trend towards concentration in less-developed
countries (de Mattos, 1983). During the 1950-80 period, the
largest population growth took place in metropolitan cities.
These cities increased their share of the total urban population
from 2.2% to 13.6%. In contrast, the share of intermediate cities
was reduced from 53% to 39% and small cities with populations
below 100,0001barely managed to maintain their position.

By the year 2000 in Latin America where this tendency
towards concentration is strongest, 80% of the population living
in cities of more than 100,000 inhabitants will be concentrated
in agglomerations of more than half a million, and a very
impressive 40% in cities of five million or more. The fact that
45% of the total population will be living in cities of more than
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a million people is an even better indicator of this trend.

Also widespread is severe regional income inequality, which
can be found in practically all developing countries. In China,
the productivity of labour in Shanghai is eleven times that in
rural regions such as Guizhou (Mayer, 1988). In countries such
as Brazil, Argentina and Iran, the per capita product of the
richest regions is close to ten times that of the poorest (10.14
in Brazil, 9.33 in Argentina and 10.04 in Iran). Regional income
differences are lower but still extremely serious in countries
such as Colombia (6.75), Thailand (6.34) and Mexico (5.39). They
are less acute in Malaysia (3.62), India (2.24) and South Korea
(2.16) (World Bank, 1979).

These differences are not merely a matter of degree or
stages in the development process (Gilbert and Goodman, 1976).
They are another expression of the differences in the socio-
economic structures of various countries, and cannot be expected
to wither away spontaneously. Therefore, to formulate and
implement public policies that address these issues is not a
simple task. First, it is far from <clear whether the
apprehensions about spatial patterns of development are always
justified. Second, as the data shows the problem is not equally
severe in all Third World countries, and it is difficult to
establish when corrective action may become indispensable.
Additionally, the extent to which they can be corrected and the
way to do it are both a matter of debate. Despite these
guestions most governments in developing countries have found it
necessary to step in and adopt schemes to promote some form of
spatial deconcentration (United Nations, 1979, 1980).

This paper will not discuss the rationale behind these
decisions to intervene but will focus on the potential role of
small-scale industries in spatial deconcentration policies. In
particular, this paper is concerned with the frequent assumption
that small-scale production units are the best suited to advance
industrialization of rural regions, induce spatial
deconcentration and reduce regional inequalities. A brief
discussion of the roles historically assigned to small-scale
industries in the modification of industrial location patterns
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will be presented in the next section. The discussion focuses on
the 'growth pole/growth centre' strategies, and intends to
remind us of the dangers of broad generalizations, especially
when based upon hardly tested theoretical propositions. The third
section deals with small-scale industries in the context of rural
industrialization policies. Two issues have been chosen as the
main focus: (i) assessment of the potential value of these
policies in achieving industrial deconcentration, and (ii)
reformulation of the policy problem on the basis of a spatially
explicit framework. An alternative approach based on a greater
éutonomy and outward-orientation of industrial development in
rural regions is discussed in the fourth section. The final
section presents some reflections about the implications of these
findings for the formulation of small-scale manufacturing
promotion programmes intended to stimulate the spatial dispersal
of industries.

The main conclusion of the paper is that simple statements
based on a static appraisal of location advantages are weak
arguments to advocate the potential of schemes to promote small-
scale manufacturing for the industrialization of rural regions.
Only an integrated examination of the sectoral and spatial
dimensions of specific industrialization strategies can provide
a relevant framework for policy analysis, let alone for an
assessment of concrete proposals. In its absence, indiscriminate
support for any industry within a region, or industrial
development in any region, can compromise the achievement of

regional and national objectives.

II. Regional Patterns of Industrialization and Urbanization: The
Evolution of Strategic Thinking and the Role of Small-scale

Manufacturing

The dependence of inter-regional inequalities and urban
concentration upon spatial patterns of industrial development
constitutes a central assumption of regional policies. As is well

known, in an income-increasing environment the aggregate
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composition of output and employment tends to shift away from
agriculture towards manufacturing and services. However, such a
shift need not, and does not, take place with the same intensity
in every region. As the non-agricultural economy grows
progressively more important, the severity of urban concentration
and the emergence of wider inter-regional inequalities become a
function of the degree of spatial concentration of this sectoral
shift in a few (or one) regions. All non-primary activities
contribute to this differentiation, but the spatial orientation
of the shift towards manufacturing industries is the most
crucial. Barring exceptional cases, tertiary-led urbanization
cannot be sustained in the long run and must give way, if no
other export sector develops, to regional emigration.’

Therefore, inter-regional inequalities are clearly a
function of the inter-sectoral composition of regional economies
and associated productivity differences. As a general rule, the
larger the difference in the share of non-farm sectors between
regions, the larger the gap in average income and the higher the
impact of productivity increases in primary sectors upon
urbanization (Friedmann, 1966; Hermansen, 1971; Helmsing, 1985;
1986; Uribe-Echevarria, 1987; Slater, 1975a, 1975b).

Hence, urban concentration and inter-regional inequalities
must be considered manifestations of one single phenomenon: the
oncentration of non-primar onomic diversifi ion in general

and industrialization in particular, in few r even on
regions. Once generated, differences in the depth of urbanization
contribute to the persistence and widening of regional socio-
economic inegualities. The regional distribution of large cities
reflects the articulation of regional economies in the national
economic space; differentiates the access of populations from the
various regions to key social resources such as information,
innovations, decision-making, finance, etc.; and determines the
range of social and income-earning opportunities open to them.
Whenever the interaction of these processes gives rise to
deviation-amplifying sequences of transformation, regional
development levels will tend to diverge rather than converge.
Thus the reduction of inter-regional disparities is tied to
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urbanization within rural regions, a process which can be induced
only by a continuous diversification of rural regional economies
away from agriculture. Furthermore, industrial development must
be a significant part of this process in order to create the
necessary conditions for sustainable urban growth. It may,
therefore, be argued that higher levels of industrialization in
rural-peripheral regions are a necessary condition to achieve
lower levels of inter-regional urban concentration and to
decrease the magnitude of regional inequalities. Conceptually,
this is the origin of the traditional preoccupation of regional
development policies with urbanization and industrialization
processes in rural regions, a tradition only interrupted by a
general policy shift towards agriculture and rural development
in the mid-seventies and eighties.

Policies for achieving regional industrial deconcentration
have undergone considerable change since their inception, and the
expected role of the small-scale sector has changed with them.
Three main streams can be identified:

(i) Modernization strategies aimed at structural change in

the economy of rural regions.

(ii) Rural industrialization strategies seeking to achieve

a progressive and endogenous industrial development in

rural regions. '

(iii) Outward-oriented industrialization based on networks

of interlinked small and medium-scale firms.

Discussion of the role of small-scale industries in the latter
two strategies constitutes the main purpose of this paper and is
presented in sections III and IV, respectively.

II.1 _Urbanization and modernization

The modernization paradigm which dominated the conception
of development policies until the mid-seventies constituted the
initial framework for the formulation of deconcentration
policies. Speeding up (diffusing) the process of modernization
outside metropolitan regions was the main aim, and the
development of alternative urban environments the primary
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instrument to achieve it. Different versions of regional
development theory concur on the critical importance of
urbanization but emphasize different aspects: the creation of
economies of agglomeration (cumulative economic growth), the
acceleration of the diffusion of growth-inducing innovations
(polarization theory) and the strengthening of distributive
forces (domination theory).

To achieve the desired objectives, regional planners either
resorted to the so-called 'growth pole' strategy or engaged in
the application of ‘'industrial deconcentration' policies. A
different role was expected of small-scale industries in each
case. In a growth pole strategy, the key role was assigned to
modern, large-scale innovative industry and the small-scale
industry sector was expected to play a complementary role. In
contrast, industrial deconcentration policies assumed a more
autonomous role for small and medium firms of the 'footloose

2 However, both policies focused on the direct

industries’.
promotion of industrial activities and attempted to implant
exogenous industrialization processes in peripheral regions

(Helmsing and Uribe-Echevarria, 1979).°%

The growth pole approach

The growth pole approach to spatial deconcentration was
based on the assumption that a 'leading industry' implanted in
a backward regional economy (usually by the state) would generate
a process of regional industrialization, economic modernization
and urbanization (Perroux, 1950; Friedmann, 1966; i1879;
Hermansen, 1971).° As a result, the region would progressively
undergo structural transformations that would 1lead to the
emergence of a modern economy integrated to naticnal development.

The application of these strategies has been plagued by
unexpected and undesirable side-effects, and in many cases the
results have been disappointing (Sthor and Todtling, 1978;
Higgins, 1978; 1981). Specially, conceptual errors have led to
the overestimation of the intra-regional spread effects of the
'leading industries' (Sthor and Todtling, 1978; Hansen, 1975;
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Friedmann, 1979; Friedmann and Weaver, 1979). In nearly all
cases, the industries set up under these schemes remained as
enclaves, developed few intra-regional linkages and generated
only modest propulsive effects upon rural activities. This has
been extensively documented in the literature, (Coraggio, 1971;
Higgins, 1978).

Industrial deconcentration policies assume that

concentration is the result of distorted location decisions and
is caused by several factors:

* Disregard for location alternatives outside the

metropolitan centres because of incorrect or insufficient

information.

* Importance of easy access to information and decision-

making systems already located in metropolitan areas.

* Infrastructural bottlenecks in non-metropolitan regions.

* Imbalances in comparative location advantages. These

originated from the historic patterns of urban development,

and the transfer of diseconomies of agglomeration in
. metropolitan cities from the firms to the public sector and
from the local to the national level.

Based on these considerations, government intervention has
taken the form of more or less comprehensive intervention
packages that seek to balance the 'location attraction' of
metropolitan and secondary cities. To strike this balance the
policies have aimed at discouraging further industrial growth in
larger cities while at the same time easing location constraints
in alternative cities. The most common of these packages have
included: (i) the dissemination of information; (ii) construction
of industrial parks; (iii) the creation of financial incentives
to compensate for the initial location disadvantages outside
established metropolitan areas; and, (iv) the establishment of
regulatory frameworks in order to control and reduce industrial
location in major urban agglomerations. From an urban and
regional perspective, the application of the growth centre
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approach (a few centres being selected for industrial location)
and the intermediate city approach (a whole category of cities
being designated as the target) has given rise to two different
policy variants.

The concept of the 'growth centre' can be interpreted as a
spatial version of the notion of growth poles in abstract
economic space. A growth centre is an urban agglomeration that,
by virtue of its size and socio-economic complexity, plays in
space the same 'propulsive' role that 'poles' have in economic
space (Boudeville, 1972). Such a notion has been extremely
important for regional development policies and gave rise to the
broad range of 'polarization strategies' that dominated the field
for at least two decades (Friedmann, 1966; Hermansen, 1971;
Hansen, 1972). In contrast, the 'intermediate city' is a simpler
concept based on the position of cities within the size
distribution. According to neoclassical theory, the advantages
of intermediate-size cities derive from the increased likelihood
of maximizing the net positive economies of scale and
agglomeration (Richardson, 1973).

The results obtained by the application of this type of
policy have been extremely limited. Growth centres managed to
develop in some cases, but many social problems accompanied the
process. More important, the spread effects were not as vigorous
as expected and linkages to metropolitan agglomerations often
emerged as being more significant than 1local-regional ones.
Moreover, industrial programmes in growth centres or intermediate
cities seldom took off. By and large, industrial parks remained
unused, regional patterns of credit demand did not change and,
in general, concentration trends persisted (Wescott, 1981;
Pederanga and Pernia, 1983; Mathur, 1975; Uribe-Echevarria 1983).

Explaining the meagre results has not been easy. It has
required a long learning process leading to a reassessment of the
theoretical basis of such policies and to drastic changes in
thinking about factors determining the emergence of particular
spatial patterns of development. For some time it was customary
to blame the results on flawed implementation systems or to
denounce the 'lack of political will' of governments and 'window-
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dressing' policy statements. While these arguments may be
partially true, the conceptual critique is far more important.
A clearer perception of the spatial impacts of the policy
environment and the shortcomings of the underlying location
models, have forced recognition of the inadequacies of the
theoretical basis itself. As a result, the conceptualization of
urban concentration-deconcentration problems has undergone a
fundamental redefinition.

By the late seventies, new empirical evidence had revealed
the inherent weakness of neoclassical city size models as the
sole basis for policy formulation. At the same time, research on
the socio-economic determination of urbanization patterns pointed
to the strong impact of non-spatial factors (Quijano, 1968;
Castells, 1972; Harvey, 1973; Slater, 1975a; Massey, 1984). Many
elements of the general policy environment (macro and sectoral
policies) were found to have a very important, if not decisive,
impact on the basic contour of the spatial structure of an
economy (Hammer, 1985).

In a nutshell, the policies failed because they did not
tackle the key causes of the phenomenon. They were merely
oriented towards countering location disadvantages and/or
removing various forms of location constraints. While this may
be a necessary condition, it can hardly be considered sufficient
to induce industrial development in peripheral regions.

IT.2 New development orientations: The policy shift of the
seventies

The mid-seventies witnessed a major policy change in
regional development. The focus shifted from the conceptual link
between industrialization-urbanization and inter-regional
inequalities to inter-sectoral imbalances. Inter-regional
economic gaps were considered a consequence of the neglect of
agriculture, and their reduction was expected to come from new
sectoral investment priorities. Industry in general, large or
small, no longer figured at the core of regional policies.

This abrupt change of direction was brought about by the
general policy shift of the early seventies towards employment
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and poverty, and the priority attached to food production and
rural development. The new strategies were translated into
regional policy models that emphasized (integrated) rural
development. Redressing the resource allocation bias favouring
urban development was expected to narrow the gaps in income and
employment opportunities between rural and urban areas; and that,
in turn, was thought would lead to a reduction in regional
disparities (Friedmann, 1979; Lipton, 1982).

The incorporation of wider territorial development
objectives into the main stream of rural strategies took the form
of Area Development Programmes of various types. The Agropolitan
Development approach, conceived with the high population
densities of South Asian countries in mind, is probably the most
sophisticated version. This proposed to minimize the territorial
differentiation of development <through a sort of diffuse
'urbanization' of the countryside (Friedmann and Douglass, 1978).
However, the very stringent conditions required made its
application nearly impossible (Hilhorst, 1980).

The limitations of strategies which, by and large, either
ignored or had a negative view of rural-urban economic linkages
soon became self-evident. The subsequent reintroduction of urban
issues was characterized by an extremely narrow approach.
Confined to a complementary and supporting role towards
agriculture, urban development was primarily geared to provide
the range of services or 'urban functions' required to enhance
rural development potentials (Rondinelli, 1982). Policies such
as Rural Service Centres and Rural Growth Points are typical of
this approach. Under such policies, rural settlement planners
set out to implement village and small town networks that were
modelled upon variations of central place theories and
implemented through decentralized systems and participative
practices (Rondinelli, 1982).

A more drastic departure from previous policy orientations
took place as a consequence of two findings. Firstly, it proved
to be more difficult than anticipated to reconcile higher per
capita income with adeguate employment levels in the context of
a growing rural labour supply. This suggested the need to
stimulate non-farm employment aimed at sectoral diversification
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of rural economic activities. Secondly, the failure of various
efforts to implant exogenously generated industrialization
suggested the need to stimulate an endogenous process derived
from agricultural growth.

III. The Scope and Potential of Rural Industrialization Policies
n h 1 f Small- le Ind i

The term 'rural industrialization' is not devoid of
ambiguity since it is often used to refer to slightly different
aspects: location of production facilities, origin of the
resource base, nature of the market, etc. It is used here in its
general sense, to designate a process of industrialization with
the following characteristics:

* It is initiated in the rural areas and a sizeable

proportion of it remains there.

* It is realized mostly by indigenous small-scale

entrepreneurs using labour-intensive (appropriate)

technologies.

*x It is effected primarily through the consumption linkages

created by rising agricultural income.

* Tt mainly uses locally produced raw materials.

The role of small-scale industries is, therefore, seen as
central in the development of industry and complementary to
agriculture in the regional economy. Small-scale industries are
assumed to fit the existing conditions of rural regions since
they are appropriate for supplying small markets, demand modest
amounts of capital, are more flexible in using local resources
and raw materials and require less sophisticated infrastructure
(Staley and Morse, 1965; Anderson, 1982; Page, 1979; Page and
Steel, 1984).

The assumed advantages of small-scale production - such as
less costly job creation, formation of an enterprise seedbed,
greater social and political stability and more equitable income
and wealth distribution, etc. - are then added to an agriculture-
led process which is expected to benefit the rural (poor)

population directly. In a nutshell, the rural poor are expected
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toc be the protagonists of the development strategy. Endogenous

rural industrialization based on small-scale units may,
therefore, appear as an obvious <choice to governments
simultaneously pursuing employment objectives, self-reliance and
balanced regional growth.

However, this 1is a rather simplistic formulation based
merely on the supposed theoretical suitability of small-scale
industries to rural areas. This is an inadequate approach for two
reasons: (i) it does not address the issue of compatibility
between regional industrial development and national (inter-
regional) industrialization; and, (ii) it does not properly
acknowledge the 1likely transformation of industrial market
organization in rural regions.

The assessment of the potential contribution of small-scale
industrialization strategies to the development of rural
peripheral regions and the deconcentration of development
processes needs to be approached as a problem of integration of
these two sets of objectives into a single ¢oherent policy. Seen
from this point of view, the development of small-scale
manufacturing can only be an effective instrument for regional
industrial deconcentration if at the same time it can be regarded
as a viable economic strategy to attain a sustained process of
economic diversification in general, and industrial development
in particular, of the rural regions concerned.

The rationale behind rural industrialization strategies is
indeed gquite compelling at first sight and can be traced back to
the theories about the 1role of agricultural development
(Nicholls, 1963; Johnston and Mellor, 1960, 1961; Johnston and
Nielsen, 1966; Hill and Mosher, 1963; Mellor, 1976). The
underlying growth mechanism is the effect of investment in
agriculture upon the profitability of, and demand for, investment
in other sectors of the economy. Rural non-agricultural
employment is therefore expected to rise rapidly along with
agriculture on the basis of production and consumption linkages.
Moreover, a kind of 'virtuous circle' is expected to emerge since
the development of rural industries should encourage further

agricultural growth through backward linkages, technological
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change and accumulation in rural areas (Stewart and Ranis, 1990).

As Mellor wrote more than a decade ago:

There are nations in which the 1light consumer

industries may advantageously make up much of the non-

agricultural sector. In such countries, increased

productivity and incomes in agriculture can provide a

basis for eventual spontaneous investment in the non-

agricultural sector. ... In such a situation, the
basic problem in industrial expansion may not be the

lack of capital funds or overhead investment, but an

inadequate domestic market. Investment is discouraged

by low prices, small volume, or both. The remedy may

be to increase real ©purchasing power in the

agricultural sector (1976).

The importance attached to such a strategy by its proponents
is well expressed by Ranis:

Even as peasants have been given their due under the

pressure of the events of the seventies, this has not

been accompanied by a similar recognition of the human

potential for non-agricultural activity, private and

public, existing in the hinterland. ... What is
" crucial here, and yet not fully understood, is the
importance of agriculture and its relation to
dispersed rural industry as a key to both successful
domestic growth and the export-oriented performance

which is well known internationally (1990: 45).

A rural industrialization strategy complementary to a strong
agricultural policy is believed to hold the key to modern
industrialization and is not viewed merely as a short-term
instrument to sustain the livelihood of the rural poor. Besides,
it must be noted that the term 'rural' has a clear locational
implication in these writings:

Very little attention has been paid to the locational

dimension of the development, specially the importance

of rural industrial and service activity ... (Ranis,

1990; 44).

Empirical studies on farm and non-farm (rural-urban)
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relationships in rural areas in developing countries are not
abundant, but existing ones do provide some evidence to discuss
these statements. The relatively greater importance of the non-
farm sector in rural economies in the early stages of development
is a well-documented fact. However, the key issue is the role
this sector may be expected to play in the regional economy as
productivity and income increase in the primary (agricultural)
sector. There is much less consensus about this specific form of
relationship. The studies which have endeavoured to measure the
magnitude and evolution of rural-urban or agricultural and non-
agricultural linkages within local or regional economies, have
not always come to the same conclusions.

Some of these studies have found the linkages to be qguite
significant, but the neglect of size and/or location (urban or
rural) of the non-agricultural firms lessens their relevance.
This is the case with Krishna's study (1976) in East Punjab and
Mellor's and Mudahar study of India (1974). In both cases the
elasticity of non-farm employment to agricultural output was
found to be close to one.

More important for the purpose of this analysis are studies
that have also addressed the issues of the impact by size of non-
farm units and their location. In general, such studies show
stronger impacts upon urban and larger industrial firms. This
was, for instance, the case in Nigeria (Byerlee, 1973), Sierra
Leone (Byerlee et al., 1977), Central Luzon in the Philippines
(Gibb, 1974) and the Muda River region in Malaysia (Bell et al.,
1982). Although in this last case the estimated elasticity of
non-farm employment with respect to agricultural income was below
one (0.9). The study of the North Arcot district in India is even
more conclusive in tpis respect. In this region 85% of all
industries were located in urban areas of more than 20,000
inhabitants; the proportion was 50% in the capital city.
Similarly the study found a predominance of larger rather than
smaller firms.® Larger firms have backward and forward
production linkages with agriculture but these are not
necessarily local. Smaller firms have consumption linkages but
they represent only 12% of registered firms (Harriss, 1987).
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Clearly, Harriss did not find the economy of Arcot to conform to
Mellor's hypothesis. In her own words:

Our analysis has called into gquestion the general

relevance of a characterization of non-farm activities

as labour-intensive, small-scale, rurally located and

brought into being in response to the consumption

expenditure of larger farmers (1987: 44).

Linkages have also been found to differ in accordance with
the nature of agricultural development. Thus, according to
Stewart and Ranis, 'Very dualistic or bimodal agricultural
development leads to weaker linkages than more egalitarian
agriculture because, if incomes are more evenly distributed,
consumption of locally produced goods is greater and small
farmers use more local inputs and local processing' (1990; 27-
28). The evidence collected by earlier studies in Taiwan and the
Philippines seems to back this contention and to imply a
relationship between labour-intensive cultivation and the
strength of consumption linkages to non-farm activities (Ranis,
1973; Stewart and Ranis, 1987).

Similarly, an inter-regional comparison of the evolution of
the industrial and agricultural sectors in 16 regions of Colombia
during the 1960-75 period showed strong variations in the
response of local (intra-regional) industrial production to
different forms of agricultural growth. In general, the larger
the share of modern medium/small farming (as opposed to either
traditional or modern extensive agriculture, and specially cattle
breeding), the stronger was the linkage between agricultural
productivity and income increases on one side, and the expansion
of industrial production on the other (Uribe-Echevarria and
Forero, 1985; Uribe-Echevarria, 1989).

However, the existence of such linkages or their variations
in relation to particular forms of agricultural development does
not by itself demonstrate or negate the potential of the
strategy. As indicated above, the role non-farm economic
activities play in the regional economy, depends upon: (i) the
viability of rural non-farm activities, (ii) the evolution of
linkages over time, as income grows, and (iii) changes in the
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'locational' aspects of such linkages.

These issues determine the balance between rural-urban local
and regional linkages on one side, and those created by the
increasing integration of the national market on the other. A
rural industrialization strategy may be effective if, or as long
as, the former are stronger than national-regional (local) ones,
and continue to generate local-regional production responses. In
contrast, other strategies towards industrialization in rural
regions may be more effective if and when the underlying
assumptions do not hold.®

ITI.1 Are rural non-farm activiti onomically viable?

Many existing rural small-scale non-farm activities use
inferior technologies and achieve low productivity and profit
levels. They subsist in the context of a 'household economy' or
under the protection of extremely fragmented spatial markets and
are not competitive in unprotected markets. Thus, the existence
of either spatial market segmentation or protection are
fundamental for the feasibility of strategies based on these
rural industries. The first condition is highly unlikely in a
situation of economic growth and market expansion, while the
second does not enjoy much appreciation among policy-makers these
days. The protection of these industries requires subsidies for
labour-intensive production and the potential to influence the
choice of technology accordingly. The policies of the Indian
government are a case in point, but, as discussed by Sandesara,
they have been quite expensive and have not been particularly
successful in turning the tide in favour of such industries
(1988).

Assuming a trend towards progressive market integration, the
capability of rural non-farm firms to react to further demand
would depend upon their competitive capacity and developing this
capacity implies a process of structural transformation.
Certainly, structural change may be promoted in rural industries
by using subsidies (above those offered in urban areas) for the
location of modern (small) industries in rural 1localities.
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However, the rationale behind such a measure is questionable
since it would sustain inefficient producers without necessarily
benefiting the local community. In essence, it would amount to
a transportation subsidy that might increase profits but not
wages, thus easily leaking out of the regional economy. It may
be argued, as suggested below, that a rural to urban location
shift is in nearly all cases, inherent in this structural
transformation, and that this shift is instrumental in limiting
the transformation of local-regional linkages into non-local ones
when spatial market segmentation is eroded.”

The data gathered in Egypt by Michigan State University's
research programme on rural non-farm employment can be used to
illustrate this problem. A total of 140,000 individuals employed
in small-scale industries (having fewer than fifty workers) were
found in two provinces: Fayoum and Kalubiya. Of these, a
remarkable 100,000 were employed in firms with fewer than ten
workers and located in rural 1localities (below 20,000
inhabitants), a figure that surpassed the total of the industrial
workers officially enumerated in the rural areas of Egypt as a
whole in 1966-7 (Badr et al., 1982).

At first sight these suggest a formidable potential for
rural industrialization. However, a closer look at the data
reveals a different picture and casts serious doubts about the
development potential of these rural industries. In Fayoum, one
worker units (the owner) accounted for nearly all (99.4%) of the
100,000 jobs. Two industries, butter-cheese making and tailoring,
accounted for 87.3% of the employment and were part-time
operations essentially performed by a member of the family to
earn extra income. In Kalubiya, the same industries employed
87.6% of the labour force and one-worker units accounted for
87.8% of total employment in those firms. Lastly, firms having
ten to forty-nine workers employed 0.003% of the small-scale
labour force in Fayoum and 0.007% of it in Kalubiya.

The importance of the additional information can be readily
perceived when the study is looked at in the light of Chuta and
Liedholm's own findings regarding the economic viability of rural
industry. According to them, the small-scale enterprises most
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likely to be economically viable reflect common patterns (1979):

(1) those that use of hired labour,

(2) those located in larger settlements,

(3) those that operate in workshops away from home,

(4) those involved in product lines with better economic

prospects such as tiles, furniture, baking, and repair

activities.

On the basis of such criteria only a very tiny proportion
of the existing industries in the two Egyptian provinces would
be viable in the long run. More important, the significantly
higher labour productivity of existing units that comply with the
criteria (by almost four times) means that total employment would
most likely tend to decrease rather than increase as markets
became more integrated and economically efficient firms develop.

This scenario is consistent with the rather pessimistic
results obtained in the evaluation of the potential of these
industries in specific regions. In the case of rural southern Sri
Lanka, it was found that a majority of the very small (household)
enterprises are 'likely to remain static or eventually die out’.
Only those who would 'graduate' into factory-type plants were
considered likely survivors. Scope for expansion was found to be
even more problematic and mainly concentrated in branch- and
product-specific industries that did not face competition
(Wickramanayake, 1988).

The African scenario does not seem to be much better. An
examination of the West Lake Region in Tanzania concluded that
the potential for small industries production is by and large
fully exploited, given the extent of infrastructure development,
the policies towards large-scale industries and imports, and the
effective demand (Miller, 1976). A report on the economic
potential of 'rural informal sector' activities in four Kenyan
districts reached similar conclusions: 'Overall it seems to us
that the faith in the (rural) informal sector could be slightly
misplaced given the potential documented in this study' (Ng'ethe
and Wahome, 1987).

The authors of another study of the West Lake Region of
Tanzania felt justified in concluding that the present formal
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SSIs have little impact on the regional economy. They use few raw
materials from the region and produce mainly luxury goods for the
employees in the (urban) centre. The picture did not change much
when the very small ‘'informal' firms were included since they
provided employment for only 1% of the economically active
population of the region (van der Hulst and Steffens, 1975).

In the case of Zimbabwe, there has been very little
industrial development in the rural areas in recent years. A
process of regional de-industrialization is apparent, with
industries leaving even larger towns such as Gweru and moving to
Harare. Cloth and bread production are largely urban dominated
and have nationwide distribution networks (Gasper, 1989). The
Small Enterprise Development Corporation, created in 1983 to
promote commercial and industrial development in rural areas and
small towns, has been forced to give about three-quarters of its
loans to commerce because of lack of demand in the manufacturing
sector. Most of the industrial loans have been given to firms
located in larger towns, and they are concentrated in a narrow
range of industries, mostly grain mills, repair work and
tailoring. More important, it seems that whatever expansion local
businesses have achieved has taken place at the expense of other
local businesses (Gasper, 1989). The initiatives of NGOs have not
been too successful either. Data from a recent survey indicate
that more than 90% of the so-called income-generating projects
in rural areas have not generated income and have created far
less employment than had been anticipated (Gamanya, 1988;
Dutting, 1988, quoted in Gasper, 1989).

III.2 Do linkages become stronger or weaker over time?

The strength of the linkages between agricultural growth and
the local-regional demand for non-farm products and services over
time depends upon the income elasticity of the products made by
small, dispersed rural industries. Using the terminology of the
previous section, under conditions of market integration low
elasticities would tend to transform local-regional linkages into
non-local ones. On the other hand, the impact of increased non-
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farm production upon agriculture depends especially on the
utilization of locally produced raw materials.®

Data about these elasticities are scarce and in many cases
not very accurate. However, on the whole existing evidence points
to a progressive lowering of the value of these elasticities,
especially if long-term trends are considered and significant
income increases take place. In fact, the unsettled controversy
about this issue refers to the time-horizon in which such changes
occur rather than to the changes themselves (Hymer and Resnick,
1969; Massell, 1969; Liedholm and Chuta, 1976; King and Byerlee
1977, 1978; Chuta and Liedholm, 1976; Saith, 1986; Andersson,
1984).

A second important aspect of these studies is the frequent
finding that construction, transport and services tend to have
higher income elasticities than most manufactured products. In
general, therefore, it may be argued that linkages through the
consumption of manufactured products tend to decrease as income
grows and demand and supply structures change accordingly.

The long-term trends reviewed by an international group of
experts point in the same direction: the percentage of employment
provided by manufacturing in the rural areas decreased in
Pakistan from 12% in 1968/9 to 9.4% in 1982/3; and in Colombia
from 18% in 1970 to 10.1% in 1978. A conclusion reached in spite
of the widening of the usual definition of rural industries to
include industries located in towns of up to 20,000 people.’

Data for Colombia, excluding larger towns (more than 5,000
people), show that the proportion of the rural labour force
engaged in manufacturing industries dropped from 8.2% in 1970 to
5.4% in 1978. Moreover, it should be taken into account that the
proportion among men was even smaller (4.8% in 1970 and 3.5% in
1978) and that 52.2% in 1971 and 45.9% in 1978 were either self-
enployed or unpaid family workers (DANE 71-78). It is equally
important +to realize that manufacturing employment as a
percentage of the rural labour force is greater in the poorer




21

regions. Thus, data for 1971 show that only in the Pacific
Region, by far the poorest, was manufacturing employment above
10%, and that it was only 4.5% in the Northern Region and 3.7%
in the Central Region (DANE 71-78). A study of industries in the
rural (communal) lands of Zimbabwe and a regional study in Mexico
show that rural industries can rightly be seen as the result of
survival strategies of the poorest, especially those families
holding the least productive or insufficient land, or no land at
all (Helmsing, 1986; Druijven, 1990).

The differentiation of experiences

The experience of Taiwan provides arguments to counter these
perceptions of the problem. In Taiwan, the proportion of all
industrial establishments located in the five largest cities
remained stable at about 34%, and employment in manufacturing
decreased from 43% to 37% while increasing in rural areas from
47% to 52% between 1956 and 1966. More important, the non-
agricultural income share of the total income of rural families
has been growing from 32% in 1964 to 45% in 1970 and 65% in 1980
(Ranis, 1990). A fundamental question here is wether or not the
importance of rural industries derives from the continuous
strength of rural consumption linkages.

There is little doubt that rural industries were important
in the early stages. The successful rural development strategy
to switch from rice and sugar to mushrooms and asparagus
conduced to higher levels of industrial consumption in rural
areas. While the agrarian reform of 1950-1970 also helped to
consolidate these rural markets by redistributing wealth and
income. However, the expansion of manufacturing employment in the
later stages cannot be explained as a continuation of the same
process. It arised from the switch of rural industries to a
subcontracting relationship with export oriented urban firms
based on imported raw materials. Although located in rural areas,
these new industries are not articulated through consumption
linkages with the agricultural sector. On the contrary, they are
articulated to export product markets and have now contributed
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to generate income and to expand consumption in the rural areas.

These new industries have benefited strongly from
opportunities created by the powerful expansion of the Japanese
industry; its outward movement in search of lower labour cost;
and the exit of Japanese firms in several labour-intensive
sectors (Saith; 1990). Whether the initial phase of rural
industrialization was necessary to create the conditions to take
advantage of these opportunities is a question that has no easy
answer. On the one hand, the rural industrialization phase may
be credited with the development of a low cost skilled labour
force. On the other hand, independent factors, such as the early
development of rural infrastructure and high population densities
in rural areas also played an important role. In any case, it is
fundamental to acknowledge that the new phase may have impossible
without the Japanese industrial expansion.

A second important question to ask is: can such evolution
be equally induced by the adoption of similar policies in other
cases? The fact that other Asian countries, notably South Korea,
share some of the characteristics of the Taiwan experience seems

to support the argument for generalization.'?

However, a more
solid answer requires an assessment of the importance of the case
specific features mentioned above in achieving a series of
successful structural transformations. Last but not least, it
must be taken into account that Taiwan is a small territory. The
articulation of export oriented production with rural industries
is not uncommon in other countries in zones around metropolitan
regions. From the perspective of large countries, however, these
phenomena are usually considered as deconcentration within the
core region rather than as a growing industrialization in the
rural periphery.

Whatever the interpretation of the importance of these
factors, it remains relatively safe to conclude that different
types of evolution have occurred and that they led to the
formation of different types of non-farm sectors as well as

different sets of linkages between farm and non-farm activities

in rural regions. The Arcot District of India, analyzed by
Harriss, is a very good example of an open non-farm economy with
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strong non-local production linkages that are quite different
from the Mellor model of more closed non-farm economies where
agriculture generates local industries, which in turn use locally
produced raw materials (Harriss, 1988; Mellor, 1976). This is
still quite different from the recent Taiwanese evolution towards
a subcontracting rural industry linked to export product markets.
In short, different forms of rural economies exist and it is
relevant to ask what generates these differences and what are the
policy implications of their existence.

The contrast between the Taiwanese and Colombian cases
provides some important insights into this problem. In the latter
case, dynamic agricultural growth took place during the sixties
and early seventies. Service sector employment and industrial
consumption also grew in nearly all regions, but especially where
commercial agriculture developed. 1In contrast, industrial
production showed signs of stagnation in practically all rural
regions. Per capita production and the degree of diversification
decreased, and the concentration on simple consumer goods
increased in all the regions that continued to produce for local
(intra-regional) consumption. Regions that produced for export
performed better. These were of two types: (i) Border regions
that took advantage of the increased demand for ‘'informal

' and (ii) those - only two

exports' in neighbouring countries,’
out of sixteen - that managed to specialize in exports to other
regions. In both cases, though more in the latter, specialization
and per capita production increased and the general industrial
performance improved (Uribe-Echevarria 1985, 1989, 1990).
During those years the government was implementing an
industrial dispersal policy, and the relatively weak impact of
agricultural growth on rural industrial development can be
attributed mostly to a weak mand for in rial produ
could be produced locally or regionally. The industrial dispersal
policy was designed to solve the problems of lack of capital,
infrastructural deficiencies and locational disadvantages.
However, studies have shown that the demand function for credit
was not altered and most of the industrial parks created remained

empty and went bankrupt (Uribe-Echevarria, 1983).
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These studies view the weakness of local and regional rural-
urban linkages as a structural outcome of the overall development
strategy pursued by Colombia and the concrete policy environment
required for the application of that strategy. The outcome is
hypothesized to be a consequence of the orientation of
agricultural transformations and of the industrialization effort
induced by the policy framework of those years (Uribe-Echevarria,
1990) . This analysis suggests that the observed differences in
the structure, dynamics and performance of industry in rural
regions between countries such as Colombia and Taiwan would
therefore be interpreted primarily as a consequence of the
differences in their policy environments (Uribe—Bchevarria,
1988). This conclusion does not, however, rule out the importance
of case specific elements in the Taiwanese case. It is quite
conceivable that the expansion of Japanese industry created the
opportunities while the existence of skilled labour and the early
infrastructural development facilitated its realization.

Backward linkages

Numerous case studies have shown that local raw materials
are less important to small-scale industries than is usually
presumed. Whenever local industries go beyond food and the most
elementary pot/brick/basket-making activities the assumed
flexibility in using local raw materials is seldom supported by
empirical evidence. In the West Lake Region of Tanzania, the use
of local raw materials was confined to carpentry, sawmills and,
partially, food industries. Moreover, in the case of very small
firms it was only important to pot-makers, brick-makers,
basket-weavers and mills. In contrast, motor vehicle repairs,
steel structures, footwear, wearing apparel, cosmetics and
printing, which comprised 70% of the establishments and provided
67% of the employment, used only raw materials originating from
outside the region (van der Hulst, 1975). Similarly, a study of
southern Sri Lanka found that raw materials are a significant
problem in the economic performance of rural small-scale
industries precisely because of their dependence upon extra-local
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(regional) sources of supply. About a third of the successful
entrepreneurs claimed that increased availability of foreign raw
materials was a key factor in their success (Wickramanayake,
1988).

The small-scale shoe industry in Cicuta, Colombia, was found
to be dependent on extra-regional sources for intermediate inputs
and raw materials despite the fact that the region is a cattle-
breeding area and produces a significant quantity of animal skins
(Uribe-Echevarria, 1986). Similarly, the availability of local
raw materials does not seem to be a sufficient condition for the
emergence of regional intermediate industries in the Norte Novo
de Apucarana Region (Brazil), where leather and shoe industries
have the same problems as in Cicuta. In this region, only wood,
flour and, to a lesser extent, other agricultural products could
be considered important local raw materials (Governo do Estado
do Parana, 1983).

III.3 Rural or urban industries in rural regions?

On the supply side, most of the evidence point to consistent
trends towards market integration and to dramatic economies of
scale as the market expands. These, in turn have a drastic impact
on the spatial patterns of production and supply. Therefore the
'urbanization of industry' can occur even in the case of
increased rural demand as a consequence of a shift in the spatial
structure of production leading to increased industrial
agglomeration. In Brazil for instance, it has been estimated that
as much as 30% to 40% of the urbanization that took place during
the seventies cannot be explained by the magnitude of the
intersectoral shift. A large part of the rural non-farm
activities became 'urbanized' as a consequence of the changes in
the spatial structure of industrial markets and in the
organization of production (Katzman, 1874).

Some of the data provided by Liedholm and Mead (1986) point
in the same direction. They found a positive correlation between
returns per hour (of family labour) and the value of production.
In firms with fewer than fifty workers, productivity rises by 7%




26

for each 10% increase in the value of production. Therefore,
progress in the direction of market growth and integration would
favour a redistribution of production shares towards bigger towns
and cities where nearly all the larger firms were found to be
located.

Liedholm and Mead also found that net returns per hour were
progressively higher as the size of the town increased. In Sierra
Leone, the average values were £0.24, §0.44 and $0.94 for
localities with fewer than 2,000, between 2,000 and 20,0000, and
more than 20,000. In Jamaica, the corresponding values were
$1.22, $2.98 and $4.49. A more disaggregated analysis shows that
in Jamaica these differences can be found in most industries and
that they may be very wide. Whether firm size is a sufficient
explanation for the variations cannot be determined purely on the
basis of these data, but those familiar with regional development
theories may recognize the impact of external economies upon
production efficiency.

Table I:

Net returns per hour in Jamaican industries (US §)

Industry Size of locality

< 2,000 > 100,000
Tailoring 0.38 2.78
Carpentry 3.90 9.04
Shoemaking 2.26 12.76
Others 1.84 14.50

Source: Liedholm and Mead, 1986.

The poor results of the attempts to promote this type of
industry, as in India, suggest that these problems may be quite
important. The development of rural industrial estates in India
was far less successful than that of their urban equivalents.
Between 1970-80 the former grew by 63% while the urban ones
(including those located in the surrounding areas) grew by more
than 200% (Sandesara, 1988; de Haan, 1989; Vepa, 1987).

It may be concluded that conventional rural
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industrialization strategies neglect the possibility that such
industrialization may need to be associated with increased
urbanization in order to achieve a measurable impact upon the
diversification of rural regions. Overlooking this possibility
is especially serious since empirical evidence indicates that
modern small-scale firms seem to thrive in rather large urban
agglomerations where they can benefit from external economies and
enjoy easier access to input and product markets
(Uribe-Echevarria, 1984; Uribe-Echevarria and Forero 1986: de
Haan, 1989).

An inter-regional perspective of the problem tends to
reinforce the importance of these regquirements. Agglomeration
economies are essential to fight off extra-regional competitors
and to minimize the transformation of local-regional linkages
into non-local ones. A logical conclusion would be that a
simultaneous process of diversification and urbanization of the
economies of rural regions may be the most successful manner to
achieve spatial deconcentration of development and reduction of
regional socio-economic inequalities.

This highlights the potential role of small and intermediate
cities in the whole process. However, this role would be very
different from the contribution assumed in conventional regional
development strategies. Investment programmes to improve the
infrastructure of these cities may be required to release
eventual <constraints but cannot be assumed to promote
industrialization by enhancing their location attraction. At
least in the early stages, the development of dynamic
intermediate cities would occur if the region succeeds in
diversifying its economy.

It is interesting to note that the Chinese approach to the
role of small-scale industries in regional deconcentration
policies reflects these issues to some extent. The American Rural
Industry Delegation concluded that the Chinese policy was not a
decentralization of small plants at the village-small town level.
Rather, it seemed to have followed a two-tier model in which
larger plants had been deconcentrated to intermediate cities
within each province in order to 'help create a suitable
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environment in which other small industries can survive'
(American Rural Industry Delegation 1977). It may be useful to
keep in mind that the first and foremost objective of the Chinese
rural industries development policy was to provide improved
support to agriculture, and that the expansion of 'rural off-farm
employment does not appear to be a major goal'. Nor was the
programme conceived to counter backwardness, since the emphasis
was on self-reliance and communes were expected to use primarily
their own funds and resources, making it inevitable that 'rural
areas with more funds, better leadership, and located near
relevant natural resources would benefit more from the small-
scale industry programme than those lacking one or more of these
characteristics' (American Rural Industry Delegation, 1977).

IITI.4 Concluding remarks

Increasing the share of rural regions in national industry
implies a sustained process of diversification of their economies
as well as the structural transformation of their industries.
While it is true that some space for growth exists in small rural
industries serving spatially protected markets, especially in
predominantly rural countries, a significant increase in the
industrialization levels of these regions cannot occur on this
basis unless such industries are ©protected. Increasing
industrialization in rural regions must take place in the context
of increasingly integrated inter-regional industrial markets.

The economies of rural regions are thus placed at the
intersection of two sets of linkages: local-regional production
and consumption linkages between agriculture and industry, and
non-local linkages <created by the process of penetration,
integration and concentration of national markets. The potential
for different forms of articulation and balance between the two
sets depends primarily upon the nature of the development
strategy."

Even though the evidence is far from complete, much of the
existing data point to a significant expansion of non-farm
(manufacturing) production to supply local (regional) demand in
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the earlier periods of agricultural growth as in Mellor's model.
Therefore, there exists at these early stages of development some
scope for rural industrial development based on consumption
linkages. This might especially be the case in countries whose
policies do not discriminate against industries based on
indigenous raw materials, and in those regions where balanced
income distribution generates demand structures closer to the
production capabilities of local-regional industries.

However, there is also some evidence to support the notion
that local rural-urban consumption linkages tend to decline over
time in an income-increasing environment, negatively affecting
the proportion of regional consumption of manufactured products
supplied by small, dispersed rural units hence increasing the
propensity to import. In contrast, forward production linkages
seem to grow in importance and to provide the basis for more
sustainable industrial development. The latter type of industrial
development is not always based on small-scale industries or on
the development of indigenous firms.

The decreasing importance of agriculture and the decline in
the strength of intra-regional consumption linkages suggest that
inward-looking industrialization strategies must have a ceiling
even in the wider interpretation proposed above. This ceiling may
vary considerably in accordance with the type of industrial
policy and characteristics of agricultural development of each
region. A more concrete profile of this evolution depends on a
number of factors that influence the strength of local-regional
rural-urban linkages. The capacity of rural economies to retain
a significant component of manufacturing employment for a long
period of time and to make it compatible with economic growth
seems to be a function of the initial conditions, the overall
development strategy being pursued and the capacity of rural
industries to undergo the necessary structural transformations.

A successful process of industrialization in a rural region
would involve two of these structural transformations: (i) from
a cottage or village industry to modern competitive industry, and
(ii) from a local market to an external market orientation and

increasing specialization. In the first case it is clear that
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small-scale production can still be dominant while in the second
case its role will depend on the nature of the regional
specialization. In this latter case, small-scale industries may
be reduced to a complementary role.

Obviously, other factors may also be important in
determining the viability of rural industries. These include the
size of the rural population, rural densities and availability
and costs of transport and communications.' Support policies,
including accessibility to various resources, may also be needed
to materialize the potential created by the combination of
favourable initial <conditions and an appropriate policy
environment. This condition would most likely be fulfilled in the
context of a simultaneous process of urban growth within the
region. All evidence points to the importance of wurban
environments in achieving the efficiency levels needed to resist
the pressure of extra-regional competition and, in the longer
run, to develop an export sector capable of substituting for
agriculture as its propulsive role wears off. The policy problem
may therefore be redefined more broadly in terms of achieving
higher levels of industrial development in rural regions rather
than 'rural industrialization', taking into consideration that
such industrialization, if it were to occur, would take place
mostly in urban agglomerations.

In cases where the conditions are not met and the policy
environment is unfavourable, rural industrialization strategies
may prove disappointing. Making them viable would require some
form of protection, either to the local or regional products
themselves or to the technologies used in their production. This
is unlikely to be effective and may create important distortions,
that in the long run would weaken the process they are intended
to strengthen. The only effective course of action would be
policy reform in the direction required to strengthen the type
of linkages discussed above. However, this would amount to a
change in the overall development strategy in order to make rural
industrialization wviable. This poses an entirely different
question, one that refers to the convenience and feasibility of
adopting such a different strategy, an issue beyond the scope of
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this paper.

Conditions such as a small rural population, low population
densities, high levels of urbanization, etc., may also render
rural industrialization strategies ineffective. In these cases,
policy reforms may be incapable of doing more than marginally
changing the level of industrial development in rural regions.
In such cases strategies oriented towards specialization and
extra-regional markets may be more effective, especially in
countries where industry is already relatively advanced and
concentrated in large urban regions. These alternative policies
are explored in the next section. Whether these alternatives are
second-best or less desirable than the 'rural industrialization'
variant is a very difficult question to answer. However, it is
also too abstract and theoretical an issue to be of much direct
use in this analysis.

IV. h arch for Alternatives: Outward-lookin ialigz

Industrial Development in Rural Regions

Small-scale rural industrialization, in any of the versions
defined above, may be a useful strategy to marginally advance
industrial development in rural regions, but in cases such as
those defined above it is too limited to achieve a reduction of
inter-regional concentration. The problem may be stated in a
simpler manner using the old but still useful model proposed by
Vining. Agriculture may be defined as a 'primary', 'carrier' or
export-oriented industry while manufacturing would correspond to
the ‘'passive' 1local industries. In Vining's model 'carrier'
industries respond to inter-regional trade conditions and dictate
the behaviour of 'passive' industries. Therefore, the latter
adjust to the fluctuations and long-term trends of the former
(1946a, 1946b).

There is little doubt that growth in agriculture, a 'carrier
industry', generates some employment and output growth in the
tertiary (non-trading) sector and, to a lesser extent, in the

5

industrial sector.’ However, over time the capacity of
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agriculture to pull the regional economy in this manner tends to
decline for two well-known reasons. First, the rate of
improvement in agricultural productivity slows down, negatively
affecting the rate of economic expansion. Secondly, as the non-
farm sector expands at the national level the importance of
agricultural income diminishes. At this point in time regional
economic growth will not maintain its dynamic character unless
a sufficiently large industrial base has been developed. 2n
outward-looking industrial sector, a new 'carrier industry’
initially complementing and later leading the regional industrial
economy appears necessary at this point in time.

IV.1 An urban-rural subcontractin rat

The successful story of rural industrialization in Taiwan
seems to back up this position. As shown by Ranis, increased
agricultural productivity provided the initial impulse (mostly
in the fifties and early sixties). As a consequence, a rural
industry based on agricultural raw material developed in the
sixties, ‘'but gradually focused more on a subcontracting
relationship with imported raw material-based industries in the
export-processing zones and elsewhere' (Ranis, 1990). Evidently,
such industries were targeted at export markets, are a backward
linkage from extra-regional industries and have almost taken over
the income generative function of agriculture. In fact, according
to the information provided by Ranis, the non-farm sector is
dominant in the rural areas, providing 65% of the income of rural
families.

An urban-rural subcontracting relationship may then be a
viable strategy, but the conditions for success are not easy to
meet.'® Long-distance subcontracting is highly dependent on
well-developed communications systems, easy and cheap transport
services, and in some cases itinerant collectors/intermediaries.
It is also evident that such subcontracting may be restricted to
routine operations and/or standardized inputs, and only a few
industries lend themselves easily to it. Above all, except in the
case of simple putting-out systems, a reasonable degree of
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relevant industrial experience in the rural regions is required.

For these reasons, urban-rural subcontracting may be
considered neither a generally applicable strategy nor even a
very frequent occurrence. Conditions such as those laid down
above are scarce in the peripheries of developing countries and
it is reasonable to expect that the urban-rural subcontracting
relationship may be limited to rural areas surrounding existing
industrial centres.'

IV.2 Autonomous small-scale industries in the periphery

In all the preceding strategies the small-scale sector plays
a complementary role to large-scale industries located in the
region,' the agricultural (or other primary) sector, or
extra-regional industries?® (subcontracting). Independent,
competitive small-scale industrial development was until recently
considered extremely rare, if at all possible. However, new forms
of industrial organization emerging in advanced countries seem
to have made the small-scale sector capable of autonomous growth
(Schmitz, 1990). As suggested by several authors, technological
changes on the supply side and increasing market segmentation on
the demand side have brought out the advantages of small-scale
production. The phenomenon is often associated with the current
transformation of economic organization towards a post-Fordist
model characterized by 'flexible accumulation' and seems to
entail significant changes in industrial location patterns
(Aglietta, 1976; Lipietz, 1986; Piore and Sabel, 1984; Williams
et al 1987; Sabel, 1988; Scott, 1988).

The Fordist model is said to be characterized by mass
production of standardized goods using assembly-line methods,
allocation of workers to job categories, the use of a very high
degree of technical division of labour within the plant, and the
search for internal economies of scale (Lovering, 1990; Scott,
1988; Lipietz, 1986). In contrast, the model of <flexible
accumulation is based on forms of production seeking adaptability
to changing conditions rather than cost reductions. Defined by
a general orientation towards flexible specialization, the new
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form of production organization has an enormous ability to change
processes and products, tends to maximize the externalization of
production processes and to form complex networks of interlinked
producers. In a nutshell, ‘'flexible specialization is the
manufacturing of varied products with multi-purpose equipment and
multi-skilled workers' (Schmitz, 1990: 8). Flexible
specialization is <certainly not confined to small-scale
production, but it does imply a far greater role for these firms
as recipients of externalized processes and as independent
competitive and collaborative producers.?

One of the organizational forms flexible specialization may
take is the clustering of small producers forming networks of
extremely dense interaction and strong division of labour. This
creates new locational opportunities as these clusters tend to
avoid the traditional production centres of the Fordist period
and give rise to new agglomerative forces conforming spatial
concentrations similar to the Marshallian industrial districts.
The tendency towards concentration is based on the importance of
agglomeration economies and the need to minimize the cost of
transactions that are at the core of the system's efficient
performance (Scott, 1988).

These clusters, located outside established industrial
areas, have generated dynamic processes of regional development
with significant increases in per capita income, declining levels
of unemployment and high wages. Processes of this kind can be
observed in several regions of Europe and the United States.?
Some of these statements have been contested by recent research
in the UK where advanced high-technology firms have been found
to conform a series of local enclaves with modest local linkages
and rather weak forces of agglomeration (Morgan and Sawyer,
1989).

However, it is clear that new developments have been taking
place in the role played by small-scale production in developed
countries. Clusters of interrelated and often collaborative as
well as competitive firms located outside traditional industrial
centres have proved not only viable but even better performers
than mass production outlets. The key issue here is whether or
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not the paradigm is applicable in the context of developing
nations. Little has been done to investigate this possibility.?
Schmitz believes that the concept may be of relevance to
developing nations, a conclusion drawn from the examination of
a number of similar experiences in these countries (Schmitz,
1990). %

There is little doubt that flexible specialization could
theoretically make an important contribution to industrial
development in the Third World. Unfortunately, the 1lack of
clarity over the conditions necessary for its materialization
makes any judgement highly uncertain and the viability of
significant development of the small-scale variant even more
difficult to assess. In any case, the emergence of agglomerations
of small-scale producers integrated in the manner required to
reap the benefits of flexible specialization in the peripheries
of LDCs is not very likely unless it occurs in conjunction with
related large-scale firms. Most likely they will find it easier
to succeed in either large cities (though not necessarily in the
largest) or the areas surrounding larger cities but still within
core regions. Accessibility to a diversified pool of skilled
labour, technology and institutional systems of cooperation are
among the reasons for these locational preferences. Besides,
labour markets in metropolitan areas of the Third World have
important flexible segments, thus reducing the advantages which
drove industries outside metropolitan locations in advanced
countries.?

In sum, there are still not enough elements to back any
judgement about the replicability of the paradigm in the less-
developed countries. If replicable, flexible specialization may
be instrumental in bringing about some industrial
deconcentration, but most likely to the periphery of core regions
and secondary metropolitan areas rather than rural regions. Even
if not replicable in the same form it took in developed
countries,? flexible specialization provides new fundamental
insights into small-scale industrialization processes. First,
flexible specialization stresses the importance of collaboration
as well as competition in bringing about efficiency. Second, it
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shifts the focus from the individual firm to industrial clusters,
opening the road for new policy approaches and instruments.
Third, it facilitates the understanding of small-scale industry
sectors as elements of wider regional economic systems. Fourth
and last, given its emphasis on the role of external economies,
it calls attention to the importance of meso-level interventions.

V. nclusions: A Redefinition of the Poli Problem

Changes in the regional distribution of industry result from
different rates of regional industrial growth, which in turn
depend upon the role each regional industrial sector can play in
the national industrialization process as a whole. For this
reason, the scope for the expansion of rural small industrial
enterprise cannot be assessed without a detailed analysis of the
feasibility of the specific industrialization strategies
underlying its growth. The key issue is not the theoretically
correct but relatively unimportant recognition that small-scale
industries are adequate for supplying local, small and spatially
protected markets. The real issues are those underpinning the
likely strength of particular strategies or the time span of
their validity.

Rural Industrialization strategies depend on the evolution
of spatial market segmentation and on the changes in the nature
of small-scale production under conditions of market expansion
and integration. These factors determine for how long a demand-
led 'rural industrialization' process can succeed in generating
more employment and to what extent small-scale production units
would depend on economies of agglomeration and specialization to
be competitive.

However, the role of this type of industrialization
decreases over time and it can hardly be taken as a basis for a
long-term, widely applicable strategy oriented towards
industrialization o©of rural regions. Small-scale industries
supplying small, spatially protected (and hence spatially
dispersed) markets may still be important only in countries with
low levels of urbanization and large, and probably dense, rural
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populations. Therefore, it does not appear to be a realistic
option in countries where the transformations already undergone
by rural areas cannot be ignored.

In most of these cases, the only realistic options are
whether the modern small-scale sector based in urban areas will
increase in rural regions, substituting for cottage and village
industries, or whether increased consumption will be supplied by
more extra-regional imports. This second approach assumes that
a successful economic diversification of non-metropolitan regions
may have to take place in the context of increasing urbanization
and that it would be urban based.

Additionally, there is still considerable doubt that even
an urban-based inward-looking industrialization in rural regions
may have sufficient scope to really influence the spatial
patterns of industrial development. The gradual shift from
agriculture to industry in the composition of national output and
employment reduces the relative importance of agriculture as a
source of demand and capital for industry. Hence, the propulsive
effect of agricultural growth diminishes, affecting the growth
potential of rural regions, unless an ward-lookin radin

r capable of exogenous growth velops. In some cases,
sectors such as tourism or even banking may play such roles, but
their occurrence in peripheral regions is likely to be very rare.

Sustained industrialization in rural regions, necessary to
achieve a relevant magnitude of deconcentration, requires the
emergence of outward-looking industries and consequently the
transformation of the role of the sector itself in the regional
economy. To develop the capacity for autonomous growth, and to
play a leading role in regional economies, the small-scale sector
needs to conform dense and interrelated networks of specialized
producers. This again reinforces the argument for wurban
industrialization. These agglomerations may be viable in rural
regions only when related to either 1large-scale firms or
clustered around a dynamic modern primary sector.

The foregoing discussion suggests that the spatial dimension
is a wvital element in the analysis of wvarious small- scale
industrialization strategies. First, a proper understanding of
the role and perspectives of small-scale industry development
requires a spatially disaggregated analysis. Second, strategies
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need to be selective in terms of regions and compatible with
their economic characteristics. Third, sectoral (industrial) and
spatial (regional) patterns are simultaneous outcomes of specific
forms of industrial development. Achieving substantial changes
in these patterns requires structural transformations in national
industry.

Finally, regional industrial clusters also appear to be a
key policy objective for various reasons: (i) to provide a
relevant framework for the analysis of the compatibility between
sectoral and regional policy objectives, (ii) to integrate small-
scale industry issues into development policies, and (iii) to
focus upon external economies (agglomerations) that are crucial
to the competitiveness of the sector.
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NOTES

1. Given the fact that services are mostly non-tradable, they can
hardly have a leading role in the regional economy, although they
can play that role at the city level. Some types of tertiary
activities may, of course, have a propelling role similar, if not
identical, to that of industry. The most important of these are
tourism and national government expenditure in the region.

2. A footloose industry is defined as that in which: (i) the
production cost differentials normally associated with a range
of location alternatives do not affect the profit margins
substantially, and (ii) there is no rigid set of location
requirements. Because of these characteristics, it is assumed
that they can be attracted (or diverted) to specifically
designated locations in accordance with (local or regional)
development objectives.

3. Exogenous industrialization in the sense that it is not
generated by an internal transformation of the regional economy.
Hence, at the time of implantation the industries have little if
any interrelation with other regional economic activities.

4. A 'leading industry' in the initial definition proposed by
Perroux was a technologically advanced one with strong growth
dynamics and a dense network of inter-industrial linkages through
which growth stimuli in general, and innovations in particular,
would be transmitted to the rest of the economy.

5. With size being measured in terms of the capital invested in
the enterprise.

6. Obviously the policy analysis problem includes the issue of
whether or not the existing pattern of linkages and its expected
evolution can be altered so as to match the pattern required for
the strategy to work.

7. It may be argued that the feasibility and extent of the
structural transformation of rural industries may be influenced
by rural densities and income distribution since both variables
affect the economic viability of more dispersed patterns of
production.

8. Other 1linkages, such as the non-farm activities income
multiplier effect, increased efficiency in the agricultural
sector, easier access to innovations, etc, may also be
considered. In general, however, there is some consensus that a
parallel process of urbanization is necessary to achieve this
kind of impact (Rondinelli 1982).

9. The study was sponsored by UNIDO, UNDP, ILO and the Government
of the Netherlands. See UNIDO et al. (1988).

10. These countries are Thailand and, to a lesser extent, South
Korea and the Philippines.
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11. Colombian ‘'exporters' of manufactures benefited from the
overvaluation of the Venezuelan and Ecuatorian currencies due to
the 'o0il boom' of the seventies.

12. It must, however, be recognized that small-scale industries
as such enjoyed rapid expansion in the seventies, outpacing the
larger-scale sector (Berry et al, 1985). A different question,
not tackled in this chapter, is whether this is more or less
desirable than a model with strong local and regional rural-urban
linkages.

13. Whether this is a deliberate strategy or an implicit outcome
of economic and political forces is secondary to the line of
argument in this analysis.

14. Transport costs and accessibility in general may, however,
play a different role in the context of specific development
strategies and sharply different rural populations and densities.
In one case, they could facilitate or even enable rural
industries to develop; in another, they could stimulate the shift
towards non-local regional linkages.

15. As discussed earlier, the extent of the impact is related to
the demand side of the structure of the increase in consumption,
which in turn depends on the initial level of income and the
direction of income redistribution. On the supply side, the
factors affecting the profitability of industries (taxation,
terms of trade, effective protection levels, etc.) in which the
region has some comparative advantages, and the choice of
technology, play an equally important role. This, however, still
assumes technological homogeneity within each industry, an
assumption difficult to accept in any case and evidently false
in developing countries. Therefore all factors favouring the
persistence of technological heterogeneity will have an impact
upon the strength of such linkages. These impacts, however, will
tend to be industry specific and can only be ascertained within
a concrete pattern of technological segmentation.

16. It is far beyond the scope of this paper to discuss the
relevance of subcontracting strategies in themselves.
Nevertheless, it should be remembered that the relevance of
subcontracting in an economy depends upon a number of factors
that affect the decisions of firms as to whether or not they
should buy or make particular products. A checklist of these
factors would include the type of products, the cost of
transactions, the degree of competition and profit margins, the
reliability of suppliers, etc.

17. Furthermore, it may be argued that the relevance of this type
of strategy depends upon the relative location of surplus labour.
In many cases, especially in the highly urbanized economies of
Latin America, surplus labour exists mostly in urban labour
markets.

18. As in the ‘'growth pole' or industrial complex strategies.

19. For instance, in the rural industrialization strategy or in
conventional intermediate-city policies.
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20. For instance, ‘'maguila industries’.

21. There have been numerous critiques of the concept of flexible
specialization based on: a blurred definition (Schmitz, 19%0);
the extent to which mass-produced goods are really giving way to
differentiated products (Williams et al., 1987); the relationship
between uncertainty and declining economies of scale (Lovering,
1990); the empirical validity of its claims (Williams et al.,
1987); and the argument that flexible accumulation may be better
viewed as a 'contingent local outcome, not an inexorable process
of capitalist development' (Lovering, 1990:169).

22. Emilia Romangna (Italy), Baden Wurtemberg (southern Germany),
Silicon Valley (California, USA), Grenoble and Montpellier
(France) and Cambridge (UK) are among the most-cited examples.

23. It must be remembered that Piore and Sabel envisaged a
different division of labour between developed and underdeveloped
countries. In their view, flexible accumulation would be
essentially a phenomenon of the developed countries while the
mass-production industries would migrate to the developing world
(Piore and Sabel, 1984). Later, Sabel suggested that flexible
specialization might also occur in less-developed countries
(Sabel, 1988).

24. Greece (Lyberaki, 1988); Ecuador (McKean, 1988); Kumasi
(Dawson, 1989).

25. In the form of 'informal segments'.

26. In the sense of export-oriented, autonomous industrial
development independent of the large scale sector.







42

REFERENCES

American Rural Industry Delegation (1977) Rural Small-scale
1i hi Los Angeles,:

University of California Press.

Aglietta, M. (1976) A Theory of Capitalist Regulation. London:
New Left Books.

Anderson, D. (1982) 'Small-scale Industry in Developing
Countries: A Discussion of the Issues', rld D lopment,
10 (11).

Andersson, A.E., Isard, W. and Puu, T. (eds) (1984) 'Regional
Industrial Development Theories, Models and Empirical
Evidence' Amsterdam, Elsevier Science Pub.

Aydalot, P. (1987) 'The Role of 8Small and Medium-sized
Enterprises in Regional Development: Conclusions Drawn from
Surveys', in P. Nijkamp et al. (eds) Small and Medium
Enterprises in Regional Development. London, Sage,

Badr, M., El 8Seik, N., Seale, J., Davies, S., Mostafa, A.,
Rahman, A. (1982), Small Scale Enterprises in Egypt: Fayud
and Kalyubiya Governorates' Phase I, Survey Results, East
Lansing, Michigan State University.

Bell, C., P. Hazell and R. Slade (1982) Project Evaluation in
Regional Perspective. Baltimore: John Hopkins University
Press.

Boudeville, J. (1972) Menagemen u Territoir Planifi ion.
Paris: Editions M. Th. Genin, Libraires Techniques.

-

Byerlee, D. (1973) 'Indirect Employment and Income Distribution
Effects of Agricultural Development Strategies: A
Simulation Approach Applied to Nigeria', in African Rural
Economy Paper No 9, Michigan State University.

Byerlee, D., C. Eicher, C. Liedholm and D.S.C. Spencer (1977)
'Rural Employment in Tropical Africa: Summary of Findings’,
African Rural Economy Working Paper No. 20, Michigan State
University.

Castells, M.A. (1972) 'La Urbanizacidén Dependiente en America
Latina', in M. Castells (ed) Imperialism rbani ién en
America Latina. Barcelona: A. Gilli.

Chuta, E. and C. Liedholm (1976) 'The Economics of Rural and
Urban Small-Scale Industries in Sierra Leone' African Rural
Economy Paper No. 14, Michigan State University.

Chuta, E. and Liedholm, C. (1979) 'Rural Non-Farm Employment:
A Review of the State of the Art', MSU Rural Development
Paper No 4, East Lansing.




43

Coraggio, J.L. (1971) 'Hacia una Revisién de la Teoria de los
Polos de Desarrollo', Revista EURE II (4).

Coraggio, J.L. (1975) "Polarization, Development and
Integration', in A. Kuklinski (ed) Regional Development
Planning: International Perspectives. Leiden: Sijthof.

Cortes, M., A. Berry and A. Ishag (1987) Success in Small and

ium=- 1 n ri : h Eviden m lombia.

Washington: Oxford University Press.

DANE, (1971) 'Boletin Mensual de Estadistica', No 322, 1II
Trimestre, Bogotd, Dane.

DANE, (1981), "Boletin Mensual de Estadistica', No 363, III
Trimestre, Bogotd, Dane.

Druijven, P. (1990) 'Basket Weavers and Producers of Mezcal in
Mexico: The Importance of Rural Industry in Household
Livelihood Strategy', Industrialization Seminar Paper No.
90/4 , Institute of Social Studies, The Hague.

Dutting, D. (1988) Presentation recorded in VOICE, Proceedings
f he minar on mall-scal Enterpri Developmen
Harar uly 1 . (Quoted in Gasper, 1989).
Friedmann, J. (1966) Regional Development Policy: A

of Venezuela. Boston: M.I.T. Press.

Friedmann, J. (1979) Urban Bias in Regional Devel .
Los Angeles: School of Architecture and Urban Planning,
UCLA.

Friedmann, J. and C. Weaver (1979) Territor and Function.
London: Edward Arnold.

Friedmann, J. and M. Douglass (1978), 'Agropolitan Development:
Towards a New Strategy for Regional Planning in Asia' in

F.C. Lo and K. Salih (eds) rowth Pole ra n
Regional Development Policy: Asian Experience and
Alternative Approaches. Oxford: Pergamon.

Gamanya, J. (1988) Presentation recorded in VOICE, Proceedings
of the Seminar on Small-scale Enterprise Development,
Harare, July 1988. (Quoted in Gasper, 1989).

Gasper, D. (1989) 'Growth Points and Rural Industries:
Ideologies and Policies', Occasional Paper No. 18,
Department of Rural and Urban Planning, University of
Zimbabwe.

Gibb, A. (1974) 'Agricultural Modernization, Non-farm Employment
and Low Level of Urbanization: A Case Study of Central
Luzon Sub-region', Ph D. Thesis, University of Michigan.

Gilbert, A.G. and O.E. Goodman (1976) 'Regional Incomne
Disparities and Economic Development: A Critique', in A.G.

Gilbert (ed) Development Planning and Spatial Structures.




44
New York: John Wiley and Sons.

Governo do Estado do Parana, (1983) 'Projecto de Pesqguisa para
Actualizacao do Cadastro Industrial e Elaboracao do
Catalogo de Produtos Paranaenses' Curitiba, Secretaria de
Estado da Industria e do Comercio.

Haan, H.H. de (1989) lternati in In ri D men
Newbury Park, Cal.: Sage Publications.
Hammer A. M. (1985) ntralij rban v men n
n rial Behaviour in 1 razil: A nthesi
Research Issues and Conclusions. Washington DC: World Bank.

Hansen, N. (1972) (ed) Growth Pole Theory: An Examination of Its
Basic Concepts. New York: The Free Press.

Hansen, N. (1975) 'An Evaluation of Growth Centre Theory and
Practice', Environment and Planning Vol 7, pp. 821-832.

Harriss, B. (1987) 'Regional Growth Linkages from Agriculture
and Resource Flows in the Non-Farm Economy', Economi n

Political Weekly XXII (1/2).
Harvey, D. (1973) Social Justice and the City. London: Arnold.

Helmsing, A.H.J. {(1985), 'Dependency or Differentiation?
Regions and Industrialization in Colombia', in Journal of
Economic and Social Geography, Vol 76, (2), 121-132.

Helmsing, A.H.J. (1986) Farms, Firms and th ate. London:
Allen and Unwin.

Helmsing, A.H.J. (1987) 'Rural Industries and the Communal Lands
Economy in Zimbabwe' in Journal of Economic and Social
Geography, Vol 78, (2) pp. 39-150.

Helmsing, A.H.J. and J.F. Uribe-Echevarria (1979) 'Planificacién
Regional en America Latina : Teoria o Préactica?' in 8.
Boisier S. et al. (eds) Experiencias de Planificacidn
Regional en America Latina. Santiago: ILPES/SIAP.

Hermansen, T. (1971) Development Poles and Related Theories: A
Synoptical View. Geneva: UNRISD.

Higgins, B. (1978) 'Development Poles: Do They Exist?', in F.C.
Lo and K. Salih (eds) Growth Pol r nd Region
Policy. Oxford: Pergamon.

Higgins, B. (1981),' National Development and Regional Policy'
in Prantilla, B. (ed), National Developmen nd Regional

Policy, Nagoya, UNCRD.

Hilhorst, J.G.M. (1980) 'On Unresolved Issues in Regional
Development Thinking', Occasional Paper No. 81, Institute
of Social Studies, The Hague.

Hill, F.F. and A.T. Mosher (1963) 'Organizing for Agricultural




45

Development', in Conference on the Appl ;gg; Q of Science
nd Technol for the Benefi f the L Ar

Washington DC: Government Printing Offlce.

Hulst, J. van der and Steffens, F. (1975) Small Industries in

West Take Region, Tanzania. Eindhoven, University of
Technology.

Hymer, S. and S. Resnick (1969) 'A Model of an Agrarian Economy
with Non-Agricultural Activities', American Economi¢ Review
Vol LIX (4) pp. 493-506.

Janvry, A. de and C. Garramond (1976) 'Material Determinants of

the World Food Crisis', Berkeley Journal of Sociology (21).

Johnston, B.F. and J.W. Mellor (1961) 'The Role of Agriculture

in Economic Development', American Economic Review 51 (1):
566-93.

Katzman, M.T. (1974) Cities and Frontiers in Brazil: Regional
Dimensions of Economic Development. Cambridge, Mass.:

Harvard University Press.

King, R.P. and D. Byerlee (1977) 'Income Distribution,
Consumption Patterns and Consumption Linkages in Rural
Sierra Leone', African Rural Employment Paper No. 16,
ichigan State University.

RKing, R.P. and D. Byerlee (1978) 'Factor Intensities and
Locational Linkages of Rural Consumption Patterns in Sierra

Leone', American Journal of Agricultural Economics 60 (2).

Krishna, R. (1976) 'Rural Unemployment: A Survey of Concepts and
Estimates for India', World Bank Staff Working Paper No.
234.

Liedholm, C. and E. Chuta (1976) 'The Economics of Rural and
Urban Small-scale Industries in Sierra Leone', African
Rural Economy Paper No. 14, Michigan State University.

Liedholm, C. and D. Mead (1986) mall- 1 Ind ri in
in ntries: Empirical Eviden n 13
Implications. East Lansing: Michigan State University
Press.

Lipietz, A. (1982) 'Towards Global Fordism?' in New Left Review
(132).

Lipietz, A. (1986) 'New Tendencies in the International Division
of Labour: Regimes of Accumulation and Modes of Social
Regulating', in A.J. Scott and M. Storper (eds) Production,

Work, Territory: The Geographical Anatomy of Industrial
Capitalism. Boston: Allen and Unwin.

Lipton, M. (1982) Why People Stay Poor: A Study of Urban Bias in

World Development. London: Temple Smith.




46

Lovering, J. (1990) 'Fordism's Unknown Successor: A Comment on
Scott's Theory of Flexible Accumulation’, rnational

Journal of Urban and Regional Research 14 (1).

Lyberaki, A. (1988) Small Firms and Flexible Specialization in
Greek Industry', D Phil thesis, University of Sussex.

McKean, C. (1988) 'Small-scale Manufacturing - The Potential and
Limitations for Growth - The Case of Wood Products in
Ecuador', M Phil dissertation, University of Sussex.

Massell, B.F. (1969) 'Consistent Estimation of Expenditure
Elasticities from Cross-section Data on Households

Producing Partly for Subsistence', The Review of Economics
and Statistics 51 (2).

Massey, D. (1984) Spatial Division of Labour. London: Macmillan.

Mathur, O.P. (1975) Small-scale Industry in Indi
Analysis. New Delhi:

Mattos, C. de (1983) 'La Dindmica Concentradora y Centralizadora
en los Procesos de Formacién de las Estructuras
Territoriales Latino Americanas', documento ILPES CPRD
C/72, Santiago.

Mayer, J. (1988), 'Space, Employment and Development: Some
Theories on the Regional Dimensions of Employment
Policies', in Mayer, J. (ed), Bringin obs to the P le:

Employment Promotion at Regional and Local Levels, Geneva,
ILO.

Mellor, J.W. (1976) The New Economi rowth. Ithaca: Cornell
University Press.

Mellor, J.W. and M. Mudahar (1974) 'Simulating a Developing
Economy with a Modernizing Agricultural Sector:
Implications for Employment and Economic Growth in India’',
Agricultural Economic Paper No. 76, Cornell University.

Morgan, K. and A. Sawyer (1989) Microcircuits £ ital.
Cambridge: Polity Press.

Ng'ethe, N. and J. Wahome (1987) 'The Rural Informal Sector in
Kenya', paper presented at the Policy Workshop on Small-
scale Industrialization, Institute of Social Studies, 11
May-3 June, The Hague.

Nicholls, W.H. (1963) 'An Agricultural Surplus as a Factor in

Economic Development', Journal of Political Economy, (71):
1-29.

Page, J. (1979) 'Small Enterprises in African Development: A
Survey', World Bank Staff Paper No. 363.

Page, J. and W. Steel (1984) 'Small Enterprises Development:
Economic Issues from African Experience', World Bank
Technical Paper No. 26.




47

Pederanga, C.W. and E.M. Pernia (1983) 'Econcomic Policies and
Spatial and Urban Development: The Philippine Experience’,

Regional Development Dialogue 4 (2).

Perroux, F. (1950) 'Economic Space: Theory and Applications', in

Friedmann, J. and W. Alonso (eds), Regional Development and
Planning. Boston: MIT Press.

Piore, M. and F.S. Sabel (1984) The Second Industrial Divide:

ibiliti for Pr rityv. New York: Basic Books.

Quijano, A. (1968) 'Dependencia, Cambio Social y Urbanizacién en
America Latina', Revista Mexicana de Sociologia (Jul-Sept).

Ranis, G. (1973), ‘'Industrail Sector Labour Absorption' in

Economic Development and Cultural Change, Vol 21, (3),

Ranis, G. (1990) 'Rural Linkages and Choice of Technology', in
F. Stewart, H. Thomas and T. de Wilde (eds) Th her
Policy. London: Intermediate Technology Publications in
association with Appropriate Technology International.

Ranis, G. and Stewart, F. (1987),'Rural Linkages in The
Philippines and Taiwan', in Stewart, F. 'Macro-Policies for
Appropriate Technology in Developing Countries' Boulder,
Col. Westview Press.

Richardson, H. (1973) The Economics of Urban Size. Farnborough:

Saxon House.

Rondinelli, D.A. (1982) Secondary Cities in Developing

ntries: Policies for Diffusin rbanization. Beverly
Hills: Sage Publications

Sabel, C. (1988) 'Changing Models of Economic Efficiency and
Their Implications for Industrialization in the Third
World', in A. Foxley, M. McPherson and G. O'Donnell (eds)
Development, Democracy and the Art of Trespassing. Chicago:

University of Notre Dame Press.

Saith, A. (1989) 'Development Strategies and the Rural Poor’',
ILO World Employment Programme Paper No. 10-6/WP97.

Saith, A. (1990) 'Macro-strategies and Rural Industrialization
in Comparative Perspective', in F. Stewart, H. Thomas and
T. de Wilde (eds) The Other Policy. London: Intermediate
Technology Publications in association with Appropriate
Technology International.

Sandesara, J.C. (1988), 'Small Scale Industrialization: The Indian
Experience' in Economic and Political Weekly, Vol XXIII,
(13) March.

Schmitz, H. (1990) 'Flexible Specialization in Third World
Industry: Prospects and Requirements', discussion paper,
International Institute for Labour Studies, Geneva
(forthcoming).




48

Scott, A.J. (1988) 'Flexible Production Systems and Regional
Development', rnal of Urban and Regional R rch, 12

(2).

Slater, D. (1975a) 'El Capitalismo Subdesarralloda y la
Organizacidén del Espacio: Perd (1920-1940)', Revista
Interamericana de Planificacién Vol 9, (34), pp 87-106.

Slater, D. (1975b) 'Underdevelopment and Spatial Inequality: Two
Approaches to the Problem of Regional Planning in the Third

World', in D. Diamond and J.M. MclLouglin (eds) Progress in
Planning No 10
Staley, K. and R. Morse (1965) M rn mall In r r

Developing Countries. New York: McGraw-Hill.

Stewart, F. and G. Ranis (1990) 'Macropolicies for Appropriate
Technology: A Synthesis of Findings', in F. Stewart, H.
Thomas and T. de Wilde (eds) The Other Policy. London:
Intermediate Technology Publications in association with
Appropriate Technology International.

Stohr, W. and F. Todtling (1977) 'Spatial Equity, Some
Antitheses to Current Regional Development Strategies’', in
ional ien Association, Vol. 38.

Stohr, W. and F. Todtling (1978) 'An Evaluation of Regional
Policies: Experiences in Market and Mixed Economies', in N.

Hansen (ed) Human ettlemen ms: International
Perspectives. Cambridge, Mass.: Ballinger.

UNIDO, UNDP, ILO and Government of the Netherlands (1988)

Development of Rural Small Industrial FEnterprise: Lessons
from Experience. Vienna: UNIDO.

United Nations (1979) 'Policies on Human Settlements in Latin
America', Conference on Human Settlements, Mexico.

United Nations (1980) Ra rns of Urban and Rural Population
Growth. New York: United Nations.

Uribe-Echevarria, J.F. (1983) 'Evaluation of the Performance of
Deconcentration Policies in Colombia: Towards an
Alternative Explanation', paper presented at the
International Conference on Small-scale Cities and National
Development, UNCRD\NIUA, New Delhi.

Uribe-Echevarria, J.F. (1986) 'Mision de Consultoria Sobre la
Promocién de Microempresas en el Norte de Santander,
Colombia: El1 Caso del Subsector del Calzado', mission
report to Institute of Social Studies Advisory Service, The
Hague.

Uribe-Echevarria, J.F. (1987) 'Urban and Regional Issues in
Small-scale Industrialization Policies', paper presented at
the Policy Workshop on Small-scale Industrialization,
Institute of Social Studies, 11 May-3 June, The Hague.




49

Uribe-Echevarria, J.F. (1990) 'Small-scale Industrialization
Policies and Industrial Development in Rural Regions', in
F. Stewart, H. Thomas and T. de Wilde (eds) Ihe OQther
Policy. London: Intermediate Technology Publications in
association with Appropriate Technology International.

Uribe-Echevarria, J.F. and E. Forero (1985) El Sector Informal
n i a Intermedias. : Ed CEREC.

Vining, R. (1946a) 'Location of Industry and Regional Patterns
of Business Behaviour', Econometrica 14 (1): 37-78.

Vining, R. (1946b) 'The Region As a Concept in Business Cycle
Analysis', Econometrica 14 (3): 201-18.

Wescott, C.G. (1981) 'Industrial Policy: A Case Study of
Incentives for Industrial Dispersion', in T. Killick (ed)

Papers on the Kenvan Economy. Nairobi: Heinemann.

Wickramanayake, B.W.E. (1988) 'Rural Industries in Transition’,
doctoral dissertation, Erasmus University, Rotterdam.

Williams, K., Cutler, T., Williams, J. and Haslam, C. (1987),'

The End of Mass Production?' in Economy and Society, Vol
16, (3).

World Bank (1979), 'National Urbanization Policies in Developing
Countries', Washington DC, The World Bank.




