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CHAPTER 1

INTRODUCTION



CHAPTER 1
INTRODUCT ION

1.1 The outlook of Rural India has not changed much
even after four decades of economic planning. Though
there have been rapld strides In selected pockets in the
field of agriculture, which employs about 70 per cent of
the country's population and contributes about 40 per
cent of the national income, poverty still remains a
dominant feature of the rural scene. The scope for
extending cultivable land, the key input, among others,
in determining the level of employment in agriculture,
is rather limited. Changes in agricultural technologies
and agrarian structures seem to augment employment
opportunities in agriculture but not enough to absorb
even all additions to rural labour force let alone its
stock. In fact, even today, a sizeable portion of the
rural work force is either unemployed or under-employed
and for those who are dependent on agricul ture,
employment is, often, seasonal. Added to this, there is
low productivity of both land and labour. The
cumulative 1impact of all these factors is that rural
employment is not adequate either by time criterion, or

L' The

by productivity criterion or by income criterion.
net regult of all these factors is that income as well

as the level of living is very low among rural masses.



The problem of rural economy is one of
providing productive employment to the unemployed,
under-employed as also seasonally unemployed workforce.
The effective way to tackle this problem is to diversify
the rural economy. This objective <c¢can be achieved,
among other things, through the development of non-
agricultural small-scale production activities in rural
areas. The development of small scale manufacturing and
related sgervice activities which <can absorb local

resources, human as well as material, and meet local

needs wouild go a long way in saolving the rural economic
probl ems like unemployment, under-employment, low-
productivity and low level of inéome. Moreover, once
rural sector is in a paosition to absorb the local work

force, 1t will pogsibly prevent the out-migration of
rural workforce to urban centres which has 1its ogwn
undesirable soclial and econamic consequences. In other
words, rural industrialisation, which has the potential
for the utilisation of local resocurces and skills, is
plausibly a goocd remedy for the numerous economic
problems of the country in general and the rural economy

in particutlar.



1.2 Rural Industrialisation and Rural Industry:

An Explanation of Concepts

Rural Industrialisation does not mean planning
in the country-side large-scale industrial activities
which, often, tend to be capital-intensive, result in
minimum {involvement of the local population. "
rural industrialisation 1in an employment-o?iented
development gtrategy necessarily implies greater
emphasis on small scale activities. These not only

aoffer greater employment and income opportunities for
the rural poor (small farmers and landless labourers) in
particular but also facilitate their participation in

development'.2

According to Gadgil, rural industrialisation
should imply industrialisation of the country as widely
dispersed, at as small a scale, with as high an
employment potential as is compatible with an efficient
technique and the requirements of the process of
development. He was emphatic about rural
industrialisation to comprise not just the development
of traditional village, artisan and handicraft
industries but also processing and transformation of
agricul tural produce, rural building and <construction
activity, new consumer goods particularly in food
industries and large scale industries having scope for

ancillarisation.3



As per the Expert Group of the United Statioans
Drganisation,4 the main objective of rural
industrialisation should be to increase gainful
employment In non-agricultural sectors of the region.
Therefore, it defines, rural industries, in general, as
small-gcale Industrial enterprises which can exploit the
local resources and absorb the local labour force |in
order to meet the needs of local markets, The process
of establishment of such enterprises in wvillages and
small towns having less than 15,000 inhabitants is rural

industrialisation.

Conceptually, rural industrialisation,
therefore, refers to the development process of non-
agricultural small scale production activities in the

rural areas.

The term  ‘*Rural Industries® includes two
concepts, viz., ‘rural' and ‘industries’. The concept
‘rural! does not strictly confine to the villages,
rather it includes the nearby small towns which are

dependent on the surrounding villages for their survival

and growth. "Rural was not considered co-terminous with
‘village'. As the term urban region includes villages
in the immediate periphery, the rural region includes
gmall clties and market towns which are dependent on
rural areas for sustenance and growth ....‘5 Further,
" all those industries which can be developed in



rural and rurban centres should be Included as elements
of rural industrialisation".6 Thus, the term ‘rural!
generally includes not only villages but also small
towns (having a population not exceeding 15,000) and the
term ‘industries’ generally refers to small scale

manufacturing actlvities as well as related repair-

services.

In the light of points raised above, rural
industries may be conceptualised as being, in general,

small-scale manufacturing activities which make use of

local skills, local resources and meet local needs, in
villages and towns having a population of less than
15,000 and include: (1) processing of agricultural
products; (11) provision of inputs to agriculture;

{iii) mineral extraction and the production of building
materials; (iv) rural consumer goods produced and
services performed by traditional artisans (v) artistic

handicrafts and (vi) ancillary manufactures etc.

1.3 Typology of Rural Industries

The typology of rural industries refers to the
organisational components of rural industrial sector.
In this regard, the classification of manufacturing,
made by Staley and Morse, by systems of organisation

merits our attention (Table 1.1).



The System in which members of a family make
things for their own use is called ‘Family-Use System'.
The ‘*Artisan System' developed as some waorkers
specialised and acquired particular skills: Weavers,

Cobblers, Blacksmiths, Carpenters, Tailors, Goldsmiths

and so on. In many societies artisan occupations became

Family us Artizan System Putfing out or factory Svstem
System disperseg fac-
tary System
! OQun use 2 Artican I Artisan 4 Indus- 3 Degen- & Spall 7 Mediva 3 Large
manufac- house work- trial dent ar factory  factory  factery
ture work chop house quasi
WOTE indepen-
{dage dent
gaid} small
shaps
Use of terms: GSmall Industry -1, 2,3, 4,3, 6
Non-Factory Industry - 1, 2, 3, 4,3
Small Factery - 6
Artisan Industry - 2, 3 gverlapping with 4, 5
Household Industry - 1, 2, 4, sometimes 3
Source : fugene Staley and Richard Morse, Modern Ssail Indusiry for Devalaonina
Cguntries, Mc-Graw Hill Pook Comoany, New York, 1943, 2 3
more or less hereditary. The artisan system 1is the
chief provider of manufactured goods in traditional
economies and in traditional sectors of newly
industrialising countries. Artisan industry refers to



L manufacturing carried on by c¢craftsmen working
singly or with a few helpers or apprentices and without
extensive division of 1abour".7 If the work is done |{in
or near the home, mainly by family members, {t is called
‘artisan home work'. And if the work is done {in a
gseparate work place using hired helpers, it is known as

‘artisan workshop'.

In the putting-out or dispersed factory system
"a middleman (a merchant, a factory manager, or &8
gspecialised "putter out" who acts as agent) distributes
materials to workers in their homes or small work
places, prescribes the tasks to be done and pays for

8 1t 1s called

work performed - usually by the piece'.
‘Industrial home work' if work is carried on in homes
for a putter-out who co-ordinates the operations. It
differs from ‘artisan home work', in that the work is
subdivided; it does not consist in making a complete
product but in performing a specialised task or tasks
such as might be done in one portion of a factory. In

the case of ‘dependent or quasi-independent small

shops', "a master factory or a middleman contracts out

work - perhaps for a component, perhaps for a single

machine operation - to small enterprises that are in

fact almost completely dependent on the master

organisation, though located separately and legally
9

independent".



The factory, whether small ar large, is
digstinguished from the non-factory system by greater
division of labour in production. Consequently the
factory has greater need for internal co-ordination, and
the manager, rather than the artisan, is the central
flgure. "Under a non-factory system of manufacture",

says Palgrave's Dictionary of Political Economy, as

referred by Staley and Morse, "the labourer is the
master of the industry, the prime mover in the
enterprise, the active center of the productive act. In

manufacture carried aoan by factory methaods he is this no
longer. The organism 1is the supreme cbject of

concern".lo.

The Expert Group of United Nations Centre for
Regional Development (UNCRD), using the Staley and Morse
classification of manufacturing cited in Table 1.1,
categorises rural industries to include three

components, viz.,

(i) Household industries - 1,4
{11 Artisanal Industries - 2,4
(iii) Small Factories - 5,6
In India ‘*‘rural Industries' have been <classified
under the ‘village and small industries' (VSl) Sector.

This gector has eight sub-sectors, viz:



(1) Khadi 1industries,
(11) Village Industries,

(i11) Handloom industry

(iv) Handicrafts,
(v) Coir,
(vi) Sericul ture,

(vii) Small-Scale industries, and

(viii) Powerlooms.

"While the last two represent the modern small
industries, the other six sub-sectors constitute
traditional industries. Modern small-scale industries

and powerlooms use modern technologies and are mostly
urban orlented... whereas the traditional industries are

nll The

mostly rural and semi-urban in character...
manufacturing units whose initial investment in plant
and machinery does not exceed Rs 60 lakh fall under this
sector. "The responsibility for +the promotion of
industries in this sector lies on the state governments.

The Centre, however, supplements thelir efforts".l2

The industries of this sector are divided into
three categories, viz., (1) Household industries, (2)

Registered factories, and (3) Unregistered workshops.

"A *Household Industry! is defined as an
Industry conducted by the Head of the household

himself/herself and/or mainly by the members of  the



household at home or within the village in rural areas
and only within the premises of the house where the
household lives {in urban areas. The Industry should not

be run on the scale of registered factory".13

A registered factory 1s one "which employs ten
or more workers with the aid of power or twenty or more

14 Such factories

workers without the aid of power™.
should get registered under the Indian Factories Act,

1948.

*An un-registered workshop is a place where
some kind of ‘production' processing, servicing,
repairing or making of goods for sale is going on'.15
It i3 neither too big to get registered under the Indian
Factories Act, 1948 nor toco small to be carried on by
the members of households. It is a work place where
manufacturing of goods or services/repairing is carried
on with the help of hired labourers.

e

1.4 Rural Industries in India

Recognising the vital role of rural industries
in economic development, the government of India have
made development of rural industries as one of the major
planks of Indian development strategy since the

beginning of the planning era. And in eighth five year

10



plan, rural industrial sector is likely to assume added
gignificance as a means of employment generation and

poverty alleviation.16

Degpite the policy thrust glven to the
development of rural industries since the planning era
in the country, the contribution of rural industries to
total rural employment is meagre at S per cent In 1981
{Table 1.2). Nevertheless it is important to note that
rural industrial employment accounted for about a half

of the total industrial employment in the country in

1981.
TABLE 1.2 ¢ Rural Industrial Employment in India, 1981
(1) As percentage of total
rural workers 5.00
(ii) As percentage of total
Industrial employment 49.05
Source : Percentages are calculated on the basis of
data obtained from :
i) Census of India, Primary Census
Abstract. General Population, Part 11
B(i), Government of India, 1881.
ii) Central Statistical Organisation,
Economic Census, Department of
Statistics, Ministry of Planning,
Government of India, 1980.
Several studies investigating into the
performance, problems and prospects of rural industries

pertainlng to varlous reglions Iin the country have been

11






