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Chapter One

Introduction

Introduction 

Distance students, rural development is a subset of development. Development is a broader phenomenon. Development is a universally acknowledged goal of individuals, families, communities, societies and nations all over the world. Development is also natural in the sense that all forms of life on earth are inherently imperative to survive and develop. This glimpse of notes on rural development is prepared with the aim of highlighting the core concepts and perspectives of rural development and introducing major development aspects including policies and strategies, human capital, technology, and institutions to students who take Rural Development as a course.

Then why do we need to study specifically rura1 development? 
The larger part of the society of the developing countries such as Ethiopia has been and will remain in the foreseeable future of rural society. The predominantly rural character of the developing world can be illustrated in terms of the size of the population residing in the rural area, the contribution of the rural economy to GDP and employment of the labour force of these countries.  For instance, in countries like Ethiopia, more than 85% of the population is still residing and engaged in the rural area contributing not less than 45 % of the GDP. Hence, no strategy of socio-economic development for the country that neglects rural people and rural areas can be successful. Rural development is, therefore, an absolute necessity now, and will continue to be so in future. Rural development is the sine qua non of the overall development of the country. Thus, as rural development is subset of the overall development process of a country, we have to be clear about the concept of development at the outset.
Learning Objectives
After studying this chapter, you will be able to

· explain the meaning of development in general and rural development in particular.

· state the values of development

· identify the components of rural development

· demonstrate the objectives of  rural development.
1.1 The concept of development

Our first concern is to define the whole meaning of development. Development is a value-laden and subjective concept with different definitions as given by different professionals. The term is used differently in diverse contexts and hence it is not an easy job to reach at a consensus as to its meaning.  We shall, therefore, discuss some of the definitions and their interpretations below.
As a desirable change
For instance, development is defined as a change that is desirable. But since what is desirable at a particular time, place and in a particular culture or context may not be desirable at other places, or at other times in the same place and in the same cultural setting, it is impossible to think of a universally acceptable definition of development. However, at best, development in the context of society could be conceptualized as a set of desirable societal objectives which society seeks to achieve. Thus defined, development is cherished by all individuals, communities and nations, irrespective of their culture, religion and spatial location.
As development of human beings

Development should not be understood as to develop things but to develop human beings. Human beings have basic needs like food, shelter, clothing, health and education. Any process of growth that does not lead to the fulfillment of these needs or - even worse disrupts them- is a travesty of the idea of development.  Development means basically unfolding or opening​ up something, which is latent, and with people it means opening-up or unfolding their potential powers. Development is a multidimensional process, and as process development is not synonymous with growth, for unlike the former, the latter does not consider distribution of progresses among members of a society. Development involves multiple dimensions including economic, social, political, institutional, cultural, environmental, and technological aspects. 
As an improvement of a set of values of a multidimensional process
Development is a process of improvement with respect to a set of values. It is a multidimensional process or a set of objectives with economic, social, political and cultural dimensions. Development can also be conceived as a multidimensional process involving changes in structures, attitudes and institutions as well as the acceleration of economic growth, the reduction of inequality and eradication of absolute poverty and unemployment within a growing economy.

As sustainable development

These days, sustainable development has become a buzzword. Accord​ing to the World Commission on Environment and Development (WCED 1987: 43), 'sustainable development is development that meets the needs of the present without compromising the ability of future generations to meet their own needs.’ In simple words, sustainable development is a process in which the set of desirable societal objectives, or the development index, does not decrease over time. Constancy of natural capital stock, including natural resources and the environment, is a necessary condition for sustainable development. The set of ‘sufficient conditions’ includes an appropriate institutional framework and governance system for implementation of sustainable development policy. 
As social learning
Social learning is the process through which people and governments gain knowledge of economic and social processes and how to influence them so as to better achieve human objectives. Social, economic and agricultural developments are processes that societies increasingly learn to influence more effectively in order to obtain desired goals. Social learning has been going on since man first learned to communicate. But the pace has increased greatly since the scientific-industrial transition began overtaking developing countries. 

Social learning is achieved in several ways: 

(1) by informal, careful, unstructured observation of the results of the economic and social actions; 

(2) by learning from increasingly accurate scientific studies of the resources, the technology, and the economic and social conditions; and 

(3)  by the elaboration of ever more powerful economic and social theory tools that illuminate how social systems operate and how they be changed to improve social outcomes. 

Whatever the geographic location, culture and historical stage of devel​opment of a society, there are at least three basic elements which are considered to constitute 'true' meaning of development. They are discussed below.

Development values

Distance student, development is defined above as an improvement of a set of values. What does it mean by values? In short, values are desired conditions in a society (e.g. health, fame, long life, high income, etc. are valued by any society). Todaro (2000) quoted from Gullet and classified development values into three categories: (i) life sustenance; (ii) self-esteem, and (iii) freedom.
Life sustenance
It is a basic value that life be sustained through fulfilling the basic needs of human beings. The basic needs include food, shelter, clothing, health and protection. Economic activities characterized with growth are necessary to attain this value. Economic growth is a necessary but not sufficient condition of development. Raising per capita income, elimination of absolute poverty, greater employment opportunities and lessening income inequalities are as well necessary. 
Without improving the levels of living (life sustenance) the prospect for development is non-existent. The first priority of moving from a chronic state of underdevelopment to one of development must be raising people's level of living in terms of food, shelter, clothing, footwear, education, health, employment and other social services. 

Self-esteem 
Self-esteem is an inherent value of human beings. Self-esteem features in the sense of worth and self respect. It is a sense of not to be used by others for their own ends. It is difficult to feel self-esteem without development which includes better material welfare. From this natural value of human beings, development is legitimized as a goal of gaining self-esteem.
Freedom 
Freedom here is a broad value. It encompasses freedom from social servitudes of men to nature, ignorance, other men, misery, institutions and dogmatic and harmful beliefs. Freedom is having choices and minimization of constraints. Development is expected to endow people with the ability of choosing. Development in wealth increases happiness, control over nature and physical environment.
Objectives of development

From the general development conception and values, broad objectives of development are derived as follows. 
· Increasing availability and widening the distribution of basic life sustaining goods and services to members of society; 

· Improved family income of an adequate level for subsistence package of food, shelter, clothing, footwear and other expenditures; 
· Providing of more jobs (employment). Job or employment, in addition to its role of distribution of income to assure consumption, it plays an important role in developing personality of individuals; 
· Improved conditions of production and work; 
· Improving access to education that also serves not only to enhance material wellbeing, but also to generate greater individual and national self-esteem. 
· Improving social and economic equality;
· Providing or opening opportunities to the people to participate in governance at all and grassroots levels; 
· Promoting cultural and humanistic values and social discipline (positive attitude to work);
· Expanding the range of economic and social choice of individuals and nations by freeing them from servitude and dependence not only in relation to other people and nation but also to forces of ignorance and human misery;

· Keeping-up national independence, consolidation and sovereignty without interference from other foreign governments
 Concepts and Objectives of Rural Development

The Concept of Rural Development

The term rural development connotes overall development of rural areas with a view to improve the quality of life of rural people. In this sense, it is a comprehensive and multidimensional concept, and encom​passes the development of agriculture and allied activities, village and cottage industries and crafts, socio-economic infrastructure, community services and facilities, and, above all, the human resources in rural areas.
Rural development as a system involves technological and environmental factors and relationships as well as social and cultural ones. A wide range of process affects such system and may contribute to bringing about changes within them. Components of rural system thus include:

i. Natural environment: It comprises all natural components like land/soil, vegetation, animals, minerals, water, air etc.

ii. Technologies,  that are employed to in order to make use of natural resources and other resources to achieve development purposes.

iii. Population or demographic factors, comprising density of population and trends of population growth.

iv. Economic factors, involving production, markets, and connection of rural economy to the rest of the national economy and world markets.

v. Social structures of rural society and producers along with values or culture (e.g. tenants, landless, landowners etc.).
Hence, rural development can be understood in different perspectives
· as a phenomenon, rural development is the end-result of interactions between various physical, technological, economic, socio cultural and institutional factors. 
· as a strategy, it is designed to improve the eco​nomic and social well-being of a specific group of people-the rural poor. 
· as a discipline, it is multi-disciplinary in nature, representing an intersection of agricultural, social, behavioural, engineering and man​agement sciences. 
In the words of Robert Chambers (1983: 147): Rural Development is a strategy to enable a specific group of people, poor rural women and men, to gain for themselves and their children more of what they want and need. It involves helping the poorest among those who seek a livelihood in the rural areas to demand and use more of the benefits of rural development. 
Thus the term rural development may be used to imply anyone of the above-mentioned connotations. To avoid ineffective floundering among the myriad definitions, we shall define rural development as: 'A process leading to sustainable improvement in the quality of life of rural people, especially the poor.'
In addition to economic growth, this process typically involves changes in popular attitudes, institutions, and in many cases even in customs and beliefs. In a nutshell, the process of rural development must represent the entire gamut of change by which a social system moves away from a state of life perceived as 'unsatisfactory' towards a materially and spiritually better condition of life. 
The process of rural development may be compared with a train in which each coach pushes the one ahead of it, and is in turn pushed by the one behind, but it takes a powerful engine to make the whole train move. The secret of success in rural development lies in identifying, and, if needed, developing a suitable engine to attach to the train. There are no universally valid guidelines to identify appropriate engines of rural development, if at all they exist. It is a choice that is influenced by time space and culture.
According to the World Bank, rural development is a strategy designed to improve the economic and social life of a specific group of people- the rural poor. It involves extending the benefits of development to the poorest among those who seek a livelihood in the rural area. The group includes small scale farmers, tenants and the landless.  

 The World Bank and other international agencies place main emphasis on increasing: 
· Production,
· Productivity, 

· Employment, and 

· Mobilizing where land labour and capital were available 
However, there is recognition that poverty and inequality have to be reduced, that development involves values and quality of life issues and that the poor should participate in activities and be involved in decision making. This strategy came to be known as “growth with justice” or “redistribution with growth” 
This implies that redistribution of additional incomes and not a basic restructuring of the production system or a redistribution of assets. The reliance of this strategy is on growth generated through the market mechanism. Poverty alleviation had to be realized through employment creation and increasing the value added shares in addition to productivity and income. But a careful look at the rural economy of most LDCs reveals that:
· Disease is widespread 
· Health services are poor 

· Access to education is limited 

· Agricultural out put is low 

· Rural micro financial institutions are limited (where traditional money lenders are exploiting farmers) 

· Land ownership is skewed 

· Administration is poor. 

All the above problems are interconnected and there is a need to tackle them simultaneously. Thus the term “Integrated rural development” is coined for these situations to address all the interrelated problems cited above. Thus in brief, one can define rural development as a strategy designed to improve the living standards of the rural population as a whole, which requires a wholesome or integrated approach (this approach will be dealt in a separate forth coming chapter) 
Objectives of Rural Development 
1. to improve the living standards or well-being of the mass of the people by ensuring that they have security and their basic needs such as food, clothing, shelter and employment are met; 
2. to make rural areas more productive and less vulnerable to natural hazards, poverty and exploitation and to give them a mutually beneficial relationship with other parts of the regional, national and international economy; 

3. to ensure that any development is sustainable (implying that it is not a one-time injection) and involves the mass of the rural people (this includes, among other things encouraging self-reliance and public participation in planning rural activities); 
4. To ensure as much local autonomy and as little disruption to important traditional custom as possible. The former usually means promoting administrative decentralization and political self-government 
Because the above objectives are interconnected, the term “integrated” is a prefix to “rural development” to indicate a new multipurpose thrust of rural planning. In this context, rural development is no longer solely concerned with agricultural matters, but with all aspects of rural life and rural economy.  Rural development is to be, at least, in theory “balanced” and the related and reinforcing nature of different sub-sectors of the rural system necessitated formulation of development policy and planning similar to that of national development planning. 

The above explanation meant that integrated rural development planning had to involve the target group which, in turn, means local participation and decentralization. It also means that planning has to take place in defined areas but at many different scales and varying forms of local communities, administrative districts or geographically defined regions such as river basin.  

While not a nationwide programme, integrated rural development had to be symbiotically related to nation wide development plans and programs.  Integrated rural development must be viewed as an organic integration which assesses properly in terms of the total human needs, values and standards of the good life and the good society under going change rather than simply understanding it, as in terms of provision of inputs and infrastructure required to raise outputs and productivity.
Review Questions and Discussions
1. Define development in your own words:
a. as  a change that is desired
b. as development of human beings not things

c. as a process of social learning
d. in terms of sustainable development

2. Discuss the values that are accepted by all societies and cultures, and by internalizing these values. Describe them briefly using examples.  
3. Define rural development by a single sentence and list and discuss the components of rural development

4. Describe the meaning of rural development explained as phenomena, strategy, and discipline in the context of Ethiopian economy and the regional context in particular.  
5. Identify the objective of rural development in relation to any specific rural development activities in your locality. 
Chapter Two

Measures of Rural Development and Rural poverty

Introduction
Dear distance students, we have already discussed, in chapter I, the meaning and objectives of development in general and rural development in particular. Statistical measurements of the level and pace of rural development are also essential tools for a number of reasons. Quantitative measures of rural devel​opment are needed:
· to indicate the extent of economic and social well​being of rural people, 
· to serve as a benchmark for future planning, 
· to serve as instruments of monitoring, evaluation and control of ongoing programmes, 
· to facilitate spatial and temporal comparisons of develop​ment
Needless to emphasis, if the measures are to be meaningful, they must be consistent with the objectives of rural development. The main objectives of rural development in all societies, irrespec​tive of their economic, political and sociocultural systems are: 
(a) to increase the availability and improve the distribution of life-sustaining goods, such as food, clothes, shelter, health and security; 
(b)  to raise per capita purchasing power and improve its distribution by providing better education, productive and remunerative jobs and cultural amenities; and 
(c)  to expand the range of economic and social choices to individuals by freeing them from servitude and dependence. 
Therefore, a measure of rural development should provide, at the minimum, an indication of per capita availability of life-sustaining goods or per capita income in rural areas, as well as some idea of the distribution of income, assets and other means of socio-economic welfare. There is at present no single indi​cator of rural development which adequately captures its multifaceted nature. A variety of indicators have been used by economists to reflect the multiplicity of goals which characterize rural development. For the sake of orderly presentation, we categorize the indicators into two classes, namely, 
· measures of the level of rural development, and 
· measures of dis​tribution of income. 
Moreover, subsequently, we need to discuss the meaning of poverty which is the opposite of development, and its measurements. Some of these indicators and their critique are presented in the following sections.
Learning Objectives

After studying this chapter, you will be able to

· elaborate the different tools used to measure rural development such as GDP per capita, Consumption Expenditure per capita, Consumption of Social Services, Physical Quality of life Index , Human Development Index etc.

· explain the various ways of measuring distribution of income and inequalities of income in rural areas
· discuss the meaning of poverty

· explain the various types and measurements of poverty
2.1 Measures of the level of Rural Development

Dear distance students, what do you know about the measures of rural development? We that hope you have idea at least about some of them from your previous courses such as development economics. The following measures are commonly used (or can be used) to measure the level of rural development at a particular time in a particular place, as well as over time and across space.
Per Capita Real Gross National Product (GNP)

Gross National Product is the market value of all final goods and services produced in a year, and attributable to the factors of production supplied by the residents of the country under consideration. Real GNP is the GNP adjusted for changes in prices, and is computed by dividing GNP by the general price index. Per capita real GNP is the most widely used mea​sure of the economic well-being of people. If computed for rural people separately, it could be used as a measure of the economic component of rural development. More real GNP per capita means that, on the average, we are economically better off. But in reality, GNP has the following weaknesses as a measure of economic well-being:

· It does not include the value of physical and mental satisfaction 
that people derive from leisure.

· It does not include the value of non-paid housewives' services, and home labour such as gardening, painting and care of pets and domestic animals. If a bachelor marries his maid, the GNP is reduced, because he no longer pays for her services.

· It does not assign any negative values to those side-effects of eco​nomic activities that reduce the total satisfaction from the output of those activities. The examples of such side-effects are air pollution, water pollution, noise and other disagreeable aspects that accom​pany industrialization.

· It does not give any negative weight to the 'disamenities' of living in dirty, noisy and crowded cities and slums, compared to more clean, open and pleasant surroundings. Nor does it assign any positive weight to such environmental amenities as clean air and water, and a pollution-free environment.

· It is not only difficult, but also time-consuming and expensive to determine per capita income of rural people, most of whom are self-employed and, being illiterate, do not keep any written records of their income and expenditure. It takes quite an experienced and well-trained rural researcher/investigator to find out the true per capita income of rural people.

Clearly, the GNP does not include every thing that contributes to human happiness, and does not exclude every thing that diminishes it. But despite all its weaknesses, per capita real GNP is the only quanti​tative indicator of the economic component of rural development available for intra-national and international comparisons over time and over space.

Per Capita Consumption Expenditure

Given the weaknesses of per capita income as a measure of rural development, per capita consumption expenditure of rural people is considered a better measure of rural development for several reasons. This includes:

· rel​ative ease to recall by the respondent of expenditure incurred 
· consumption expenditures reflects the purchasing power of households better than measured current income because recorded income during a survey may be distorted by transitory poverty situation;

· measuring income is more problematic than measuring consumption, especially for rural households whose income comes largely from self-employment in agriculture;

· given that annual income is required for a satisfactory measure of living standards, an income-based measure requires multiple visits or the use of recall data, where as consumption measures can rely on consumption over the previous few weeks;

· the general tendency of rural people not to hide any expenditure as com​pared to income. In developing countries setting households are likely to underreport their income level more than they do with their consumption level (MoFED, 2002).
Per capita consumption expenditure is a reasonably good proxy variable for per capita income. The estimates are considered reasonably reliable. Like nominal income, nominal consumption expenditure also should be adjusted for changes in the general price index over time and across space, to make it useful for comparison purposes.

Per Capita Public Expenditure on Community facilities and Services

The level of rural development in a country is a function of the per capita quantity of various goods and services consumed by its rural population, in a particular period of time. It does not matter whether the goods and services consumed are purchased by a person with his personal income, or whether he receives them without specific expenditure on his part. Certain services, facilities and civic amenities, such as schools, hos​pitals, roads, parks, police protection and street lights are provided by the government free or at a nominal cost to its people. 
The availability of these facilities and services represents 'real income', and therefore con​stitutes part of the level of living. Per capita public expenditure on such services and amenities is a good measure of socio-economic welfare. For comparisons over time and space, this measure should also be adjusted for changes/differences in the general price index. This measure, used in conjunction with per capita income or expenditure, constitutes a reasonably satisfactory measure of rural development. 
However, esti​mates of this variable/measure are not made by any organization/agency in countries like Ethiopia. Therefore, one has to collect the requisite information from the office records of different Bureaus and ministerial offices to estimate this measure and use it.
Physical Quality of life Index (PQLI)

This measure was developed by Morris and McAlpin to determine the impact of development projects on their target groups. The measure is called the Physical Quality of Life Index (PQLI). It supple​ments per capita real GNP, which is the most widely used measure of economic growth. It has three components, namely, infant mortality, life expectancy at age 1, and basic literacy. These three component indi​cators, lend themselves intra-national and international comparisons, are simple to compute and understand, are fairly sensitive to changes in distribution of benefits of development, do not reflect the values of any specific cultures, and  do not reflect results, not inputs.

In calculations of GNP, various goods and services can be combined via a common element: market price. But the three component indicators of PQLI do not have any common element that values them all. Instead, a simple indexing system is used to combine them into a single-index PQLI. For each indicator, the performance of individual states/countries is evaluated on a scale of zero to 100, where zero represents an absolutely defined 'worst' performance, and 100 represents the 'best' performance. Once the performance for each indicator is scaled to this common mea​sure, a composite index is calculated by averaging the three indicators, giving equal weight to each of them. The resulting PQLI, thus, is also scaled zero to 100.

Morris and McAlpin computed the PQLI for 150 countries. The range for each component index was based on the examination of the historical experience of the countries concerned. The literacy index ranged from zero literacy to 100 per cent literacy for the population aged 15 years and over, the infant mortality rate from 229 to seven per thousand births, and life expectancy at age one from 38 to 77 years. They argue that PQLI measures the combined effects of nutritional status, public health facilities, family income and social relations. (Katar Singh, 1999)
Human Development Index (HDI)

Rediscovering the truth that people must be at the centre of all develop​ment, the United Nations Development Programme (UNDP) decided to bring out every year, beginning in 1990, a report on the human dimensions of development. The Human Development Report 1990 was the first of such report. The report addresses the question of how economic growth does or does not promote human development. It discusses 
· the meaning and measurement of human development, 
· proposes a new composite index of human development, 
· summarizes the record of human development over the past three decades, and 
· sets forth strategies for human development.

The Human Development Report 1990 defined human development as the process of increasing people's options. It stressed that the most critical choices that people should have include 
· the options to lead a long and healthy life, 
· to be knowledgeable, and 
· to find access to the assets, employment and income needed for a decent standard of living.

Development, thus defined, cannot be adequately measured by income alone. The report therefore proposed a new measure of development, the Human Development Index (HDI), composed of three indicators: 
(a) life expectancy, 
(b) adult literacy and
(c) income expressed in logs. 
The subsequent Human Development Reports have made some refinements in the proce​dure of defining the component indicators and computing the HDI. The refinements include 
1. adjustment of income for differences in purchasing power and disparities in income distribution, 
2. combining adult literacy and mean years of schooling into an index of educational attainment, and 
3. computing disaggregated HDI for males and females and for differ​ent population groups. 
In addition, HDI has also been supplemented by a human freedom index, and indicators of human security for selected countries for which data are available.

The HDI for 1994 was calculated on a different basis from that in the previous years. Maximum and minimum values were fixed for the four basic variables: 
1. life expectancy (85 and 25 years), 
2. adult literacy (100 per cent and zero per cent), 
3. mean years of schooling (15 and zero years) and 
4. income adjusted for differences in purchasing power and expressed in terms of Purchasing Power Parity (PPP) ($40,000 and $200). 
For income, the threshold value was taken to be the global aver​age real GDP per capita of PPP $5,120. Multiples of income beyond the threshold was discounted using a progressively higher rate.

The minimum and maximum values of component variables were fixed without reference to particular countries, i.e., the values were norms. The minima were those observed historically, going back about 30 years, and the maxima were the limits of what could be envisioned in the next 30 years. This permitted more meaningful comparisons across countries and over time. An index was prepared for each of the component variables of HDI, using the following formula:
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Illustration of the Procedure of Computing HDI

For illustration, we take a pair of countries, one industrial (Greece) and one developing (India). Their basic variable indices are as follows:
	Country
	Life expectancy

(years)
	Adult

Literacy (%)
	Mean years

of schooling
	Income

 (PPP $)

	Greece
	77.3
	93.8
	7.0
	7,680

	India
	59.7
	49.8
	2.4
	1,150


Life Expectancy Index:
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Adult Literacy Index
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Mean Years of Schooling Index: 
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Adjusted Income
Greece's income is above the threshold, but less than twice the threshold. Thus, the adjusted income for Greece was computed as follows:

Greece    = 5,120+2(7,680-5,120)1/2 

    = 5, 120 + 101

   = 5,221
Table 2.1 Indices of Life Expectancy, Educational Attainment and Adjusted Income and HDI for Greece and India

	Country
	Indexed life

expectancy
	Indexed

educational

attainment
	Indexed

adjusted

income
	All three 
	HDI

	Greece
	0.872
	0.781
	0.968
	=2.621
	0.874

	India
	0.578
	0.385
	0.183
	=1.146
	0.382


The indexed adjusted income for Greece (the world average income of $5835 (PPP$), in 1994 is taken as the threshold level of income) was as follows:
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India's income is below the threshold, so it needs no adjustment. To cal​culate the distance for income, we used the maximum adjusted income (5,385) and the minimum (200). The indexed adjusted income for India was as follows:
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The indices for the three component variables, and the HDI thus com​puted for Greece and India, are presented in Table 2.1.

All countries have made substantial progress in human development between 1960 and 1992. The overall HDI for developing countries increased from 0.260 to 0.541more than double (UNDP 1994: 95). Countries having an HDI 
· below 0.5 are considered to have a low level of human development, 
· those between 0.5 and 0.8 a medium level, and 
· those above 0.8 a high level. 
The HDI has been used: 
· to stimulate national political debate; 

· to give priority to human development; 

· to highlight disparities within countries; and 

· to open new avenues for analysis.

2.2 Measures of Distribution of Income

Distance students, income distribution are one important aspect of development. The level of per capita real gross national product (GNP) and its distri​bution are both equally important from the point of view of aggregate economic welfare. In general, higher per capita real GNP and its more equitable distribution mean a higher level of economic well-being. A country with a high per capita real GNP, but with a less equitable dis​tribution of income, would rank lower in terms of aggregate economic welfare than the one with the same level of per capita real GNP, but with a more equitable distribution of income. 

There are a wide variety of measures which are used by economists to measure income distribution. They include, among others, 
· the shares of the bottom 20 per cent and the top 20 per cent of households in the aggregate income, 
· standard deviation of logarithms of incomes, 
· the Lorenz Curve and 
· the Gini Concentration Ratio
A good measure of income distribution should possess two characteristics. 
· First, it should be unaffected by equal proportional increases in all incomes, so that if the distribution of income for the year X is simply a scaled-up version of that for the year Y, then we should regard them as characterized by the same degree of inequality. 
· Second, it should be sensitive to disproportionate changes at all levels of income, so that if from year X to year Y, the incomes of lower-income households increase proportion​ately more than the incomes of the higher income households, this ought to lead to a strictly positive reduction in the index of inequality, and not merely leave it unchanged.
The following is a brief description of the procedure for computing some of the commonly used measures of income inequality.

The Lorenz Curve

This is a graphical measure of income distribution and income inequality. The information required to draw a Lorenz Curve consists of a frequency table showing the distribution of income by deciles groups of households. In simpler words, the table should show for each of the deciles groups, its share in the aggregate income, as is done in Table 2.2. To draw a Lorenz Curve, the cumulative percentage of income-receiving households is rep​resented on the horizontal axis, the cumulative percentage of aggregate income on the vertical axis, and the curve represents the locus of all the combinations of the two cumulative percentages. The Lorenz Curves shown in Figure 2.1 is drawn on the basis of the figures presented in Table 2.2. The diagonal line represents a perfectly equal distribution of income, and hence is known as the line of equality. In general, the farther the Lorenz Curve is from the line of equality, the higher the degree of income inequality is.
Table 2.2 Relative Shares of Aggregate Income Received by Various Decile Groups of Households in one  District of India in 1963-64 and 1968-69

	Decile group
	Percentage of aggregate income

	
	1963-64
	1968-69

	
	Simple
	Cumulative
	Simple
	Cumulative

	Bottom 10 per cent
	 -0.42
	 -0.42
	0.77
	0.77

	Second 10 per cent
	1.04
	0.62
	2.37
	3.14

	Third 10 per cent
	2.29
	2.91
	3.57
	6.71

	Fourth10 per cent
	4.06
	6.97
	5.12
	11.83

	Fifth 10 per cent
	6.10
	13.07
	6.71
	18.54

	Sixth 10 per cent
	8.00
	21.07
	8.89
	27.43

	Seventh 10 per cent
	10.31
	31.38
	11.55
	38.98

	Eighth 10 per cent
	13.94
	45.32
	13.86
	52.84

	Ninth 10 per cent
	18.39
	63.71
	17.56
	70.40

	Top 10 per cent
	36.29
	100.00
	29.60
	100.00


The Lorenz Curve is a simple and commonly used measure of income inequality. It could be used to compare income distribution over time and across space. Its limitation is that, whereas it can show the difference in income inequality, it cannot quantify it. For instance, in Figure 2.1, since the Lorenz Curve for the year 1963-64 lies above that for the year 1968-69, we could say that the income inequality was lower in 1963-64 than in 1968-69, but we cannot quantify the difference.

The Gini Concentration Ratio

This ratio was invented by Corrado Gini in 1913. It is the most com​monly used measure of income inequality these days. The ratio can be approximated from the Lorenz Curve. In this case, it represents the pro​portion of the area lying between the diagonal and the Lorenz Curve, to the total area under the diagonal.
 Fig. 2.1 Distribution of Farm Family Income in one District of India in 1963 – 64 and 1968 – 69
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If we denote the area inside the Lorenz Curve as A and outside the Lorenz Curve as B, the ratio would be A/A + B (see Figure 2.1). 

Hence, the range of this ratio is from zero to one; zero being perfect equality, and one perfect inequality. The Gini Ratio possesses both the properties of an ideal measure of income inequality described earlier.

The Standard Deviation of logarithms of Incomes

This is another commonly used measure of income inequality. It is defined as
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Where n is the total number of individuals/households and Xi is the income of the ith individual/household, and x is the mean income of all the individuals /households.

This measure is particularly useful when income is approximately log-normally distributed. A variable is log-normally distributed when its logarithm is normally distributed. Like the Gini Ratio, this measure also possesses both the properties of an ideal measure of income inequality, but it attaches more weight to income transfers at the lower end of the distribution.

Summary of Measures of Development
Realizing that reduction or elimination of rural poverty, inequality and unemployment is an important index of rural development, we may specify a few simple measures by posing the following six questions:

1. Has the number of rural people below the absolute poverty line been declining over time?

2. Has the degree of income inequality in rural areas been declining over time? 

3. Has the level of rural unemployment been declining over time?

4.  Have the nature and quality of public educational, health and other social and cultural services in rural areas been improving over time?

5. Has economic progress enhanced individual and group esteem of rural people, both internally vis-à-vis one another, and externally vis-à-vis other nations and regions?

6. Finally, has economic progress expanded the range of choice available to rural people, and freed them from external depen​dence and internal servitude to other men and institutions?

If the answer to each of these questions is yes, then clearly these phenomena constitute real rural development, and a nation in which they are manifested can unquestionably be called 'developed'.
2.3 Poverty, Its Manifestations and Measurement
Manifestations of Poverty

It is difficult to provide precise definition of what poverty is. Schubert (1992) provides a universally quoted definition of poverty - the inability to lead a decent life. Of course what is a decent life raises a number of questions and issues. Some other authors understand poverty as a state of individual or household having an income or consumption below a certain standard, usually known as poverty line. In this sense what exists in Africa is chronic mass poverty. According to Lamin (2000), mass poverty as it exists in Africa is a process whereby the bulk of the population is: 
1. surviving at the daily subsistence local dietary requirement; 
2. housed in squatter-type shelters; clothed with bare minimum protective clothing; 
3. without the means to acquire productive assets; 
4. with very low organizational capabilities and participatory role, and 
5. with inadequate endowment of energy supplies for productive and other uses. 
Poverty can also be conceived as a situation consisting of: 
1. deficiency in consumption; 
2. high level of morbidity and mortality; 
3. poor sanitary and housing conditions; 
4. low levels of education. 
In this situation, the magnitude of ignorance and dependency and the prevalence of diseases precludes the poor from effectively responding to the demands of and participating in the economic, social and political life of their societies (Lamin, 2000). World development report (2001) identified four major dimensions of poverty that may interact and reinforce with each other. 
1. The first is the material deprivation (lack of opportunity), which is measured by an appropriate concept of income or consumption, 
2. the second is low achievement in education and health (low capabilities), 
3. the third is vulnerability (low level of security) and 
4. the fourth is voiceless ness (powerlessness). 

In general, poverty has its main roots in the structure, process, and mechanisms which determine or govern the: 
· Ownership, distribution, exchange, and utilization of assets and production factors; 
· Structure of political power; 
· Structure of inequality and inefficiencies; and 
· Structure of opportunities and possibilities.

In order to define population into poor and non-poor, one may need a cut-off line (or poverty line) below which a person is classified as poor, the welfare indicators are used in the definitions of poverty line. Three alternative approaches, namely absolute, relative and subjective, are used in setting a poverty line.

Absolute poverty

Absolute poverty can be viewed as the inability to secure the minimum basic needs for human survival (World Bank, 1990). Absolute poverty is a poverty thresh-hold below which living becomes mere physical survival. It is a state of existence in which the overall needs of the individual is not satisfied due to lack of enough purchasing power or means of self-provisioning (food, shelter, clothing, health etc.). It is a condition where deprivation is so severe that the basic needs of life can scarcely be met at the minimum level required for survival. A person is considered to be in absolute poverty if he/she lacks resources to obtain enough food, clothing and warmth, and shelter to maintain a tolerable standard of physical health and efficiency. 
In defining absolute poverty lines, welfaristic framework compares welfare and public policy decisions on the basis of preferences (utilities) of individuals, while the non-welfaristic approach is usually based on the basic needs or minimum caloric requirements. Accordingly, there are two commonly used methods of defining poverty lines. These are: 
(i) direct caloric intake method, which defines poverty as consumption below the minimum caloric intake. Hence this method equates poverty with malnutrition. The drawback of this method is that it does not take into account non-food requirements and the cost of getting the basic caloric requirements. Measuring poverty by caloric intake only is unlikely to reveal the extent of impoverishment given that poverty is lack of command over basic goods and services including food. 
(ii) Cost of basic needs (CBN) method is the common and practical way of measuring absolute poverty. It involves first defining the food poverty line by selecting a basket of food items typically consumed by the poor. This is then augmented by modest allowance for non-food goods (Ravallion, 1992). Some provides a monetary value of a poverty line that accounts for the food and non-food components. CBN is expressed as: z= Cf + Cnf, where Z is the poverty line, Cf is the minimum cost of food, and Cnf is minimum cost of non-food items.
Relative poverty

Relative poverty is a state of having welfare level (measured in income or expenditures or other wellbeing indicators) less than others. This does not necessarily mean those people who live a life standard of below the poverty line. Thus, the relatively poor are those whose incomes are low compared to others even if they secure adequate level of survival. Thus relative poverty is a global phenomenon reflecting the existence of inequality.

Relative poverty points to that some people are poorer than others. It is recognized as a problem when the difference between the richest and the poorest is intolerable in the sense that, the poor while not actually destitute or starving, are nevertheless deprived of many of the goods and services which others take for granted. Relative poverty is thus associated with inequality, as one of the poverty dimension.

The procedure of relative poverty measuring involves disaggregating the population into various income or expenditure percentiles and then subjectively labeling the lowest 'x' percentage of the population as the poor. The approach in general suffers from the following weaknesses (Ravalli on, 1992).

· It lacks clarity as to whether it is an indicator of poverty or measurement of income inequality; 

· It is entirely dependent on the value judgment of the researcher that it is difficult to monitor poverty over time and space;

· The relative poverty line is arbitrary and always assumes a constant percent of the population in the bottom as poor, even if living standards for the whole population have risen over time;

· The method is technically feasible for developed countries, and is less important for developing countries whose bulk of population live in absolute poverty.

Subjective poverty

The concept of subjective poverty is based on the premise that people are the best judges of their own situation and that their opinions should ultimately be the decisive factor in defining welfare and poverty. It implies that poverty is subjective judgments people place on what constitutes a socially acceptable minimum standard of living in their-own societies. In this case subjective poverty measures are therefore based on responses of individuals to attitudinal questions on household income and welfare like what level of income do you personally consider absolutely minimal. It involves opinions of households whether their income is sufficient to meet their needs or ends.

In general, however, although poverty could be explained in absolute, relative and subjective terms, experience and applied research have indicated that the most relevant and widely used definition of poverty especially for developing countries is absolute poverty line. Similarly although both income and consumption (expenditures) measures are used to measure welfare or utility status, expenditure method is a widely used and recommended criterion of welfare (please refer consumption expenditure as a measure of rural development in this chapter above).
Measuring of poverty

The term rural poverty is the opposite of the term rural development. It implies lack of development and therefore the knowledge of its measures also is as important for a student of rural development as that of measures of rural development. In this section, we present some commonly used measures of rural poverty.

Measurement of poverty is, however, beset with numerous conceptual, method​ological and empirical problems. Conceptually, it is difficult to define poverty in operational terms that are universally acceptable. Method​ologically, there is no consensus among scholars about the best indicator or measure of poverty, and empirically, given the choice of a particular measure of poverty, it is very difficult to collect reliable data necessary for computing the value of the indicator/measure chosen. These problems notwithstanding, policy makers, planners and scholars have attempted to measure poverty, and have used poverty measures to monitor changes in the level/incidence of poverty, and for other purposes.

The commonly used poverty measure that has been found suitable for presenting information on the poor or poverty in operationally convenient manner is the FGT (Foster, Greer and Thorbecke) measure developed by Foster et al (1984). The measure is used to quantify the three well-known elements of poverty: (i) the level (or incidence); (ii) depth (or inequality) and (iii) severity (or intensity) of poverty. The overall poverty measure index is given below.
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Where, P is a measure of absolute poverty;

Alpha (α) is the FGT parameter, which may be interpreted as a measure of poverty aversion, 
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yi is the total expenditure/income of household i, expressed in per adult equivalent (i =1 . ...n)

z is poverty line

n is the total number of households in the sample

q is the total number of poor households (households below poverty)

The Head Count Index (Po)
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The head count index measures the proportion of the population falling below the poverty line. The index however does not show how far below the poverty line the poor are (i.e. the inequality among the poor). The index also forces the overall poverty index to remain constant even when the welfare of the poor has improved or worsened.

The poverty Gap index (P1)

The poverty gap index measures the extent to which the incomes of the poor lie below the poverty line. It measures the intensity of poverty by averaging the distance between the income/expenditures of the poor persons and the poverty line. It is the aggregate short fall of all the poor from the specified poverty line. Since the index measures the shortfall of the average income of the poor relative to the poverty line, it can be used to estimate the resources that would bring the expenditure of every poor person up to the poverty line by eliminating absolute poverty. The formula used to calculate the index is shown below. 
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Although superior to P0, P1 also implies uniform concern about the depth of poverty, in that it weights the various income gaps of the poor equally. Its weakness is that it does not differentiate the degree of inequality among the poor when it is used to assess welfare. 

Poverty severity index or squared poverty gap index (P2)

This index shows the severity of poverty by squaring the gap between the expenditure of the poor individual and the poverty line. Because it gives more weight to the poverty of the poorest, it measures the degree of inequality among the poor implying that transferring income to the poorest from the better-off poor should lower the poverty index. It increases more than proportionately with the poverty gap. The larger the poverty severity index as measured by 
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 = 2, the greater the poverty gap, indicating that the poverty is severest with among the very poor. The index is calculated using the following formula.
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Human Poverty Index (HPI)

The Human Development Report 1997 (UNDP 1997) presents Human Poverty Index (HPI), and ranks 78 poor countries using it. The report asserts that poverty is multidimensional, and poverty measures based on the income criterion do not capture deprivation of many kinds.

The HPI is based on the following three different types of deprivation (UNDP 1997)
1. Survival deprivation, as measured by the percentage of people (in a given country) not expected to survive to age 40 years (P1).

2. Deprivation in education and knowledge, as measured by the adult literacy rate (P2)

3. Deprivation in economic provisioning (P3), which is computed as the mean of three variables: population without access to safe water (P31), population without access to health services (P32), and underweight children under the age of 5 years (P33)-all three expressed in percentages.
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HPI is then obtained as the cube root of the average of the cubes of the three components of deprivation. This is a 'power mean' of order three. The power mean of order one is the simple mean, the average of the values.

Out of 78 developing countries, Trinidad and Tobago had the lowest HPI at 4.1, and Niger had the highest at 66.0. The report says that the HPI can be used in at least three ways: as a tool of advocacy; as a planning tool for identifying areas of concentrated poverty within a country; and as a research tool. For example, the HPI can help summarize the extent of poverty along several dimensions, the distance to go, and the progress made.

This index has some drawbacks and therefore is not yet acceptable to scholars and policy makers (Krishnaji 1997: 2202-205). HPI does not include certain critical dimensions of human poverty, such as 
· low incomes, 
· lack of political freedom, 
· inability to participate in decision making, 
· lack of personal security, and 
· threats to sustainability and inter​generational equity. 
In addition, the quality and reliability of data used for computing HPI are also questionable in many cases.

Summary
There is no universally acceptable measure of rural development that captures its multifaceted nature. The choice of measure depends upon the purpose of measurement, and the availability of requisite data/information. Commonly used measures of rural development can be categorized into two classes, namely, measures of the level of rural development, and measures of the distribution of rural development. Of all the measures, the Human Development Index, when computed separately for the rural population, could be the most appropriate indicator of rural development. 
The Lorenz Curve and the Gini Concentration Ratio, the two most popular measures of income distribution; could also be used for measuring the distribution of benefits from rural development pro​grams. The percentage of the rural population below the poverty line, and the Poverty Index are two commonly used indicators of rural poverty, or lack of rural development.

Review Questions and Discussions
1. Discuss GNP per capita measure of rural development and its limitations 
2. What are the advantages of Per capita Consumption Expenditure measure of rural development as compared to GNP Per capita Income?
3. The shift in measuring rural development from per capita income/expenditure to Physical Quality of Life Index or Human Development Index can be considered as a "paradigm shift". Discuss why or why not.

4. What are the initial components of HDI and what adjustments are made later?

5. How can Lorenz curve and Gini coefficient be used to measure income distribution and inequality?

6. Discuss the dimensions of poverty as indicated by World Bank

7. Explain the determinants of poverty
8. Define the terms: absolute poverty, relative poverty, and subjective poverty.

9. Shortly explain the Head Count Index, Poverty Gap Index, and Poverty Severity Index.

10. Discuss the components of Human Poverty Index

Chapter Three
Theories of Rural Development

Introduction

Rural development under the contexts of developing countries hinges upon eliminating absolute poverty and inequality within the framework of sustainable and growing economy. This in turn demands addressing situations, conditions, structures and relations which either 
· cause rural families' inability to adequately provide for themselves or 
· limit the purchasing power of rural dwellers, or 
· prevent rural dwellers from having easy access to the essential goods and services. 
Both the primary sources of poverty-generating variables such as assets, occupation, employment, wages, demographic factors; and characteristic variables such as income, health and status, all interact to constitute the overall process of rural underdevelopment or poverty-generation.

Rural development is a complex process requiring a complex approach that considers different dimensions of rural economic and social milieu. A theory is expected to perform two major functions, namely, explanation and prediction of a phenomenon. There is no universally acceptable theory of rural development which can explain the existing phenomenon of rural development and predict its future course. 
There are only hypotheses and propositions that constitute higher level of generalizations in the field of development. To the extent that rural develop​ment is a subset of development, hypotheses of development apply to rural development as well. Many such hypotheses emphasize both eco​nomic and non-economic determinants of development, i.e., they are quite comprehensive. Another characteristic of some of the hypotheses propounded by development theorists is that they are not fully opera​tional in the sense that it is very difficult to test them, i.e., they are refractory. 
The existing rural development perspectives are hinged upon the general development perspectives. Generally, the common development perspectives may emphasize one or more of the following general lines of approach.

(i) Reductionist approach: reducing the development condition to one dimension, usually Economic in nature;

(ii) Residual approach: attacking not the system, but these elements or individuals who do not benefit from development. The residual treatment rests on the assumption that the origins of the poverty or development problem lie in some pathology in the individuals or in the way individuals relate within the social environment;

(iii) Incremental approach: Minimizing the magnitude of change undertaken and limiting the context within which it is taken. It begins with the acceptance of the basic system of distribution of assets within the society and the initiation of policy interventions, which seek to make only marginal changes within that system.

(iv) Structuralist approach: It starts with the examination of the process itself, and examines interrelationships of people and natural environment, and relationships of people in production process. It places the ownership and control of resources at the center of analysis, and considers the historical analysis of commoditization.

(v) Systems approach: The approach implies a holistic analysis. It emphasizes systemic relationships of environmental, demographic, technological conditions and social responses to them within the rural/agricultural systems.

This chapter is devoted to shortly review some compre​hensive paradigms of development, and examine their relevance to rural development. Our discussion of rural development perspectives will be handled within the framework of two distinct schools of thought on development - modernization theory and dependency theory. In each school different models of development can be identified.

Learning Objectives

After studying this chapter, you will be able to

· identify the development ideas of the classical economists

· Explain the Modernization Theory of rural development and its limitations.
· Elaborate  the dependency theory of underdevelopment
· Discuss the models of development that are with in the framework of the Modernization Theory such as 'Big Push', Lewis' Surplus Labour Theory', etc. 

· Discuss the 'Uni-Modal and Bimodal Approaches of Rural Development' and the Human Capital Development Approach of Rural Development.

· Explain models such as 'Spread and Backwash Effects', and 'Non-economic Determinants of Development'.  
3.1 The Classical School
We begin with an examination of what the great thinkers of the past, particularly the classical economists, contributed to the subject. We can then, in the light of subsequent experience, determine in what respects they were right or wrong. In this manner, we can free ourselves (at least partially), from the confines of our own times, and can better equip our​ selves for an objective analysis of the complex process of development.
The economists of the late eighteenth and early nineteenth centuries were primarily concerned with the conditions of economic growth. This was the period of the 'Industrial Revolution' in Europe. The Classical economists-including Adam Smith, David Ricardo, Thomas Robert Malthus, John Stuart Mill and Karl Marx- lived through the period of take-off into sustained growth. The observations of these economists regarding the nature and causes of economic growth are, therefore, of considerable interest. We shall now present some basic ideas of the Clas​sical school of thought, which may still be relevant. 
An interesting element of the arguments of the Classical economists was the concept of circularity that characterized the interrelationship between technology, investment and profit. The circularity was inherent in their assertion that the level of technology depends on the level of investment, investment depends on profits, and profits depend partly on the level of techno​logy. This circularity was not accidental or oversight: it was precisely what the Classicists wished to stress, i.e., in economic development, nothing succeeds like success, and nothing fails like failure. In the circular argu​ment, we already have a clue to the difference in the performance of developed and developing countries.
The classical economists did not focus their attention on development or rural development per se. They perhaps assumed that economic growth would naturally lead to development. It was towards the end of World War II around 1945, that development became an important field of study and attracted several scholars. Most of the initial writings on the subject dwelt on explaining the meaning of development, identifying factors affecting development, and exploring interrelationships among the factors. Two distinct schools of thought emerged in the fifties, namely, Capitalist and  Marxist, 
And two distinct theories corresponding to them, namely, 
1. the 'Modernization Theory' of the Capitalist School, and 
2. the 'Dependency Theory' of the Marxist School.

3.2 The Modernization Theory 

This is a broad school of thought. Rural/agricultural development thinking until mid 1970s was dominated by the concept of modernization. This is an introduction of new often western technology and management practices, sometimes accompanied by changes in size and structure of landholdings, with the intention of emulating patterns of agricultural development which had evolved in developed countries. There are no single models of modernization. 
Characteristic concepts of modernization

The world is dichotomized into modern and traditional. The rural economy in developing countries is traditional dominated by traditional or peasant farming or subsistence oriented agriculture, handicrafts and poor markets. According to modernization perspective, the traditional economy and agriculture need to be transformed into modem large-scale market-oriented agriculture employing modern technology transferred from developed countries. Transfer is the central concept of modernization perspective.

In this perspective, agricultural development is envisaged to pass through stages of growth as inevitable linear process emulating the historical process through which agricultural development in developed countries has passed. The stage principle or concept is used to organize transformation activities into institutional context. There is an underlying notion of inevitability and linearity in the transformation process.

The transformation process is facilitated by transfer of technologies, know-how and institutional models. Diffusion of improved ways of doing things through the adoption of new practices and techniques for productive and research process is part of transformation activities in the modernization framework. The essence of transfer of western technology and rationality is facilitating modernization without radical and revolutionary change of class structure in the development process, but only through removal of social and ideological obstacles to such transformation process.
In the process of development, traditional social and political institutions would be replaced by modern ones. Traditional feudal forms of political power will also be replaced by democratic forms of governance. Urbanization along with technological transformation of agriculture is an insight validated by the experience of the newly industrializing East Asia and Southeast Asia countries.

In the context of rural development, the modernization perspective points out the inevitability of technology for increasing production, the replacing of feudal institutions by democratic ones, and the expansion of greater scientific temper, and secular values and norms. The transfer process is conceived to take place in two contexts: 
1. new and improved technology to be the heart of development and requiring more investment in the formal research process. 
2. transfer of institutional forms from modernizing countries for rapid transformation or development. 
The emphasis is, therefore, on transferring technologies and institutions rather than on strengthening and improving what already exists. The transfers include for example:

· material transfer - chemical inputs, genetic materials etc. 
· cultivation practices (e.g. rice transplanting) 

· know-how and fixed designs (blueprints) for technology, institutions or approaches to research. 
· technology generation capacity through institution building and technical assistance.

Criticisms

The criticism of the modernization approach is that the transfer is not as such located within the contexts of recipient countries. There is some ignorance that producers and farmers in developing countries are experimenting in their own way for adaptation. Understanding should be there that the transferred technologies should be compatible with the opportunities and constraints faced by the producers and farmers applying the technologies. 
The perspective seems to underrate the importance of searching for type of technologies and the means of modifying them within the capacity of local formal and informal R & D systems. It undermines the existence of different interest groups within communities and research systems with competing influences on resource allocation.

This hierarchical transfer of technology model gives inadequate attention to feedbacks from farmers. The approach is centralist. The approach does not accommodate the participation of stakeholders in the development and research process. The difficulties of the approach are sharper when dealing with institution. The institution transfer is elitist and centralist and does not consider the indigenous social and institutional contexts.

The modernization theory was not able to predict or explain: 
· the flattering of the post World War II boom in 1960s; 
· world-wide depression in 1970s; 
· shifts in international trade in favor of the developed countries; and, 
· adverse environmental impacts of development. 
· It does not account the effect of the absence of effective control and implementation of rules and regulations in developing countries, which is an important constraint to development of trade, investment, business and markets and other developmental efforts.

An important reflection is the need to understand the advantages of multiplicity of actors on development of technology and institutions for complex, diverse and risk-prone conditions of small-scale agriculture dominated rural economy and society.

3.3 The Dependency Theory 

According to this school, the developed capitalist world changed the colonized nations into sources of cheap inputs to production in the capitalist nations and markets for products, hindering and distorting the development way of developing countries. The school suggests that class struggle is the engine of social change and development.

The school is against the modernization theory, which promotes agri-business and the integration of agrarian economy of the developing countries into the world capitalist system. The school argues for revolutionary way of change and not for evolutionary approach. Other arguments of the dependency theory include:

· The developed countries could not have achieved the level of development that they have without the systematic exploitation of developing countries;

· That the process of development passes through a series of stages is an illusion, and developing countries could not attain development following the path adopted by developed countries, so long as the exploitative world system exits;

·  Countries that are now poor were not so to begin with, rather they have been forced into the stage of underdevelopment by a global system of capitalist exploitation;
· Developing countries can develop only by snapping their links with the developed countries;

· Different aids offered are also claimed to serve as a vehicle to promote the interests of international capital in different forms, while food aid is used as political weapon. Some supports by developed countries are conceived by the school as means to forestall rural social unrest due to shortages of food production.
· Multinational corporations are considered to be the center of the world capitalist system that promote the interests of the international capital and the dependence of developing countries, through facilitating conditions for and influencing the behavior of aid agencies to serve the interests of the Multi-national Corporations (MNC), for example, tractorization, commercializing seeds, fertilizer  and pesticide; growing role of MNC in vegetable and flower production.
In connections with the above dependency relationships, different issues are raised, including the genetic erosion problem taking place in developing countries as a result of MNC efforts to acquire diverse resources as much as possible and cause genetic vulnerability by promoting a few internationally selected crop varieties, and granting of legal right for selecting and maintaining local genetic resources.

In the context of rural development, rural-urban linkage is being exploitative- the urban exploiting the rural. Policies are biased against rural economy and society. The school therefore focuses on relieving rural economy and society from urban elitists’ pressure.

The school was popular in 1970s, Raul Prebish being the forefront theoretician for the perspective. However, in the 1980s, the theory lost much of its initial popularity, and was criticized as being 'too deterministic' and 'too simplistic'. The basic argument of the theory that 'underdevelopment' in developing countries (the periphery) is the result of 'development' in developed countries (the core/centre), was falsified by the experience of the East Asian tigers. These tigers were initially the developing countries, (i.e., they were on the periphery), but in course of time they became highly developed and competitive, i.e., they moved from the periphery to the core. 
These countries have shown a significant progress in development without snapping their relations with the international capital and developed countries. Besides, the theory did not consider the role of several inter​nal factors, such as excessive population growth, underdeveloped human resources, shortage of natural resources and c1ass struggle, in explaining the existence of 'underdevelopment’.
In the context of rural development, we could say that the theory provides a useful caveat that, while identifying the determinants of rural development, we should critically examine various intersectoral linkages (both backward and forward) and interactions, and determine whether they are beneficial to rural people or not. If not, necessary policy mea​sures should be suggested to make the linkages and interactions beneficial to rural people. A similar exercise needs to be done at the national level, to find out which international economic and political relationships are beneficial, and which are harmful to economic development in general, and rural development in particular.
3.4 Rosentein Rodan’s Theory of Big Push 
This is a development model that falls in the framework of modernization. It argues that development that proceeds bit by bit will not add up in its effects to the sum total of a single bit, big push. A minimum quantum of investment is a necessary, though not sufficient condition of success. Rosenstein-Rodan identifies three different kinds of indivisibilities that may be considered to be the main bottlenecks to the development in developing countries. These are 
(i) indivisibility in the supply of social overhead capital (lumpiness of capital), 
(ii) indivisibility of demand (complementarity’s of demand), 
(iii) the indivisibility (kink) in the supply of savings. 
He argues that a big push in terms of a high quantum of investment is required to scale the economic obstacles to development created by these three kinds of indivisibilities, and the external economies to which they give rise. This implies that the development process is a series of discontinuous 'jumps', and each jump requires a 'big push'. Besides, there may finally be a phenomenon of indivisibility in the vigor and drive required for successful development policy. Isolated and small efforts may not add up to sufficient impact on growth. An atmosphere of development may only arise after a critical minimum level of investment has been reached. Rosenstein does not offer any specific and practicable suggestions to overcome the adverse effects of the indivisibilities, but he suggests that international trade may reduce the size of the minimum push required to obviate the effects of indivisibility (complementarities) of demand.

A major criticism of this theory is that the resources required to give the 'big push' are of such a high order, that a developing country like Ethiopia cannot afford them.

3.5 Leibenstein’s 'Critical Minimum Effort Thesis' 

The central idea of Harvey Leibenstein's thesis is that in order to attain sustained secular growth, it is essential that the initial stimulant to devel​opment be of a certain critical minimum size. According to Leibenstein, economic backwardness is characterized by a set of interrelated factors, which have a certain degree of stability at their small equilibrium val​ues. The actual values are different from the equilibrium values, because the economy is always being subjected to stimulants or shocks. The stimulants have a tendency to raise per capita incomes above the equi​librium level. But in backward economies, long-term economic devel​opment does not take place because the magnitude of stimulants is too small. In other words, efforts to escape from economic backwardness are below the critical minimum needed for sustained growth.
For small values of the stimulant, the generated income-depressing fac​tors are, in the long run, more significant than the induced income-raising forces, but the reverse is the case with high values of the stimulant. Popu​lation growth may be cited as an example of this phenomenon. A small increase in capital through raising incomes will stimulate more than an equivalent increase in population, and a proportional decline in per capita income. There is, of course, a biologically determined maximum rate of population growth between 3 and 4 per cent. As such, persistent capi​tal accumulation above a certain minimum rate would eventually permit development. The need for a minimum effort arises to:
· overcome inter​nal and external diseconomies of scale, 
· to overcome income-depressing obstacles which may be generated by the stimulants to growth, and 
· to generate sufficient momentum in the system, so that the factors that stim​ulate growth continue to play their part.
Leibenstein's thesis is more realistic than Rosenstein Rodan's big push theory. Giving a big push to the program of industrialization all at once is not practicable in underdeveloped countries, while the critical minimum effort can be properly timed and broken up into a series of smaller efforts to put the economy on the path of sustained develop​ment. This theory is also consistent with the concept of decentralized democratic planning, to which most developing countries like Ethiopia are wedded. Therefore, this paradigm provides good clues as to the quantum of investment that is absolutely essential to make a program take off.
3.6 Lewis’s Model of Economic Development with Unlimited Supply of Labour  

This model also falls within the framework of modernization theory. The economic development model developed by W. Arthur Lewis (1954: 139-92) is based on the fact that in many developing countries, there exist large reservoirs of labor whose marginal productivity is negligible, zero, even negative. The labor is available in unlimited quantities, at a wage equal to the subsistence level of living.  Subsistence wage rate plus a margin is sufficient to overcome the friction of moving from subsistence sector to the capitalist sector. As the supply of labor is unlimited, new industries can be set up and the existing ones can be expanded without limit, at the ruling wage rate.

Since the marginal productivity of labor in the capitalist sector is higher than the ruling wage rate, there results a capitalist surplus. This surplus is used for capital formation, which makes possible employment of more people from the subsistence sector. The increase in investment by the capitalist raises the marginal productivity of labor, which induces capitalist employers to increase their labor force till the marginal productivity of labor falls to level equivalent to the ruling wage rate. This process goes on till the capital​ labor ratio rises to the point where the supply of labor becomes inelastic. 
Some critics have pointed out that Lewis' optimism concerning development by absorption of disguised unemployment from agriculture is unfounded, because it is not possible to transfer a large number of workers permanently and on a full-time basis from agriculture to industry, without a drop in agricultural output, i.e. the marginal productivity of labor in agriculture is not zero.

Technical progress in the capitalist sector may also increase the share of profits in national income as long as there is surplus. The share of profits increases, both because the profit ratio within a capitalist sector of a given size may increase through innovation, and because the capitalist sector itself grows. Capital is created not only out of profits, but also out of bank credit.

According to Lewis, the process of growth cannot continue indefinitely, and must come to an end on account of a number of factors. When this happens, the process of capital formation can still be kept going by stimulating immigration or by encouraging export of capital to countries which possess abundant supplies of labor at the subsistence wage rate.

The basic premise of the Lewis model is that labor productivity in agriculture must increase substantially in order to generate surplus in the form of food to be used for development of the non-farm sector. However the relevance of the model is constrained by a number of factors including:

Labor unions may push the wage rate up as labor productivity increases, and keep the rate of profit and rate of capital formation lower than expected;

The capitalist employer may use the surplus for speculative or non-productive purposes, instead of plowing it back for development purposes. The capitalist industrialist may use capital-intensive technology instead of labor-intensive technology that may pool labor from rural sector; 
To meet their rising expectations, rural people may consume more and save less than predicted by the model, and thereby dampen the pace of development. At times the existence of surplus is questionable, especially during times of peak season activities.

The Lewis model fails to consider the possibility of change in productivity in agriculture. Cochrane (1996, cited in Singh, 1999) reviewing the Lewis' and Ranis-Fei models concludes that the creation of investment capital needed to employ the surplus workers released from agriculture is the critical missing element in the models. He then suggests the resources to finance the expensive process of agricultural modernization can be obtained in anyone or in a combination of three basic ways: 
1. by squeezing more agricultural surplus; 
2. by slowing down the rate of investment in non-farm sector and in basic infrastructure; and 
3. by obtaining foreign loans and grants. 
Of these three sources, the foreign loans and grants are, he asserts, the least expensive. He further states that the growth rate of agricultural production in a developing country in the early stages must be raised high enough to meet its expanding food requirements. For this to happen, he argues, the pool exerted on agriculture through higher market prices will not be enough: agriculture must be 'pushed and pushed hard, by a strategy emphasizing the use of modem technology and supporting infrastructure and services. Singh (199) add to the suggestion made by Cochrane, arguing that no strategy of agricultural and national development would ever succeed in the absence of appropriate population control measures, and a congenial international economic and political environment.

3.7 The Human Capital Model of Development

The model stresses the importance of investment in human capital in the process of economic and social development. By human capital we mean acquired mental and physical ability through education training, health care, and pursuit of some spiritual methods. The acquisition of human capital is largely through the investment of human effort and money. For example schooling model relates economic development to schooling. The classical and neoclassical economists did not explicitly include the quality of human resources in their theoretical framework; labor was taken to include both physical and mental effort (Alex, 1983 cited in Singh, 1999)

It was Theodore Schultz (1964) who elaborated the concept of human capital, and explicitly considered the investment in human capital as important determinant of economic development. The model considers the totality of human potential, and emphasizes the need to harness it for the good of the people. It respects people's culture and religion, and social values and structures. The human capital approach to rural development is based on the following two assumptions, which have been ignored in the classical theory of development;

(i) Human physical and mental capabilities are partly inherited and partly acquired, and they vary from individual to individual, i.e., the classical assumption of homogenous labor force does not hold.

(ii) Human capital directly contributes to development through its positive effect on productivity, and through reduction in resistance to the diffusion of new technologies in the economy, especially in the rural sector.

This model thus shifts the emphasis from physical capital formation to human capital formation, and from industrial development to rural development, as a basis for overall development. This model seems appropriate for developing countries where a lot of under developed human resources with potential for development exists. Besides, human resources are renewable, and hence inexhaustible. 
Therefore human capital can be substituted for exhaustible non-renewable physical capital in the process of development, and thus relax the constraint on development imposed by inadequacy of physical capital to a large extent. In fact strategies for development of the tertiary (services) sector, which is the fastest growing sector all over the world requires skilled, experienced and innovative human resources for their success. Human resource development through nutrition, health care, appropriate education, training and empowerment deserves the highest priority now also under Ethiopian conditions.

3.8 Unimodal and Bimodal Approaches to Rural Development

Unimodal and bimodal rural development approaches are defined in terms of the path selected for development of agriculture, for agriculture is the primary and core sector predominantly determining the economic and social development of the rural sector (rural development) in many developing countries today. The central axes of the debate by the two approaches are

· the argument for the necessity of the development of large-scale units of farm production (bimodal or capitalist approach to agricultural development) and 
· the argument for agricultural transformation on the basis of small-scale peasant farms (unimodal or neo-populist approach).

Unimodal approach is based on conceptual perspective of specific peasant economy. It argues that small producers who are not separated form their means of production and who survives in the sense of household producers retain a degree of control over land and family labor in spite of secular differentiation that may take place in the economy due to commoditization and commercialization. The strategy aims at the progressive modernization of the entire agriculture sector (e.g. Japan and Taiwan). 
The approach's major strategy is maximum mobilization of labor and land resources of the developing countries. The approach, cognizant of the fact that agriculture is subject to demand constraints in relation to non-agricultural sectors and the resulting purchasing power constraint to use of purchased inputs produced domestically or imported, underscores the importance of rapid technical change, particularly divisible innovations that leads to the wide spread increase in the productivity of land and labor.
The success of individual farm units in allocating resources so as to minimize costs is an essential ingredient of efficient agricultural strategy.  It is however the nature of technical innovations and their diffusion among farmers that is decisive in minimizing the cost of the sector-wide expansion of farm output and in determining the pattern of development.

Bimodal approach is a crash modernization strategy that concentrates resources in highly commercialized sub-sector, with the resulting development pattern based on a dualistic size structure of farm units (e.g. Mexico, Colombia). The approach is based on differentiation theoretical perspective which asserts that commoditization and commercialization process inevitably generate differentiation in agrarian societies whereby rural producers are set apart into distinct classes (agricultural capitalist, small farmer, land less agricultural employee) and producing a dual size structure of farm units (Harriss, 1982).

These two agricultural development paths are different in their contribution to achieve the three major objectives of an agricultural development strategy. The objectives are:
(i) expansion of farm output and income
(ii) advancing structural transformation, (raising the welfare of the farm population and 
(iii)  fostering changes in rural attitudes and behavior that will have beneficial effects on the process of rural development and modernization. 
The embraced path of agricultural development needs to facilitate the fulfillment of the objectives and policies and components of the agricultural strategy chosen. Any agricultural strategy1 would comprise 
·  programs of institution-building related to such activities as agricultural research, rural education and farmer training, 
·  programs of investment in infrastructure, including irrigation and drainage facilities and rural roads, 

· programs to improve product marketing and the distribution of inputs and
· policies related to prices, taxation, and land tenure. 
A strategy's emphasis need to be on action to change the production possibilities available to farmers by modifying their institutional, technical, and economic environment. An underlying premise is that decentralized decision making by individual producers in agriculture, and a price mechanism performs a critical function in harmonizing decentralized decision and in harnessing the powerful motive of profit. In this connection, government may need to adopt policies to make prices reflect more adequately the social costs and benefits of using resources in different types of productive activities.

A suitable approach of a strategy is a simultaneous consideration of the objectives to be furthered and the means (policies and programs) by which these objectives are to be attained. Choice of objectives and means of a strategy need to be guided by explicit recognition of certain constraints that can only be gradually eliminated, especially those imposed by structures and demographic situation. Multiple objectives of agricultural development are the choice criteria of an agricultural development strategy. The three major objectives indicated above are elaborated below.

(i) Expansion of farm output and income: There is a need to achieve a rate and pattern of output expansion in agriculture that promote overall economic growth and structural transformation taking full advantages of positive interactions between agriculture and other sectors. This objective encompasses the contributions of agriculture to development - 
a. providing increased surplus of food and raw materials to meet the needs of the expanding non- farm sectors, 
b. earning foreign exchange through production for export, and 
c. providing a net flow of capital to finance a considerable part of the investment requirements for infrastructure and industrial growth.

The growth of a marketable surplus of farm products, expansion of foreign exchange earnings and increased availability of resources for capital formation are necessary conditions for the development of a diversified modern economy. At the same time the growth of farm cash income associated with structural transformation means increased rural demand for inputs and consumer goods that can provide important stimulus to domestic industry. The strength of that stimulus and the associated feedback effects will be strongly influenced, however, by the composition of a rural demand.

This expansion of farm cash income generates demand for simple tools and consumer goods thus fostering the evolutionary growth of domestic manufacturing that lead to the strengthening and diffusion of entrepreneurial and technical competence.

(ii) Broad-based improvement of the welfare of the rural population: This objective is important simply because such a large fraction of the population of developing countries is destined to live and die in farming sector and society. This is achieved through altering the predominantly agrarian structure of the economy. The possibility of enlarging the average income of farm households is determined mainly by the rate and character of the structural transformation, as manifested in the decline of the relative, eventually the absolute size of the farm work force and the associated growth of commercial demand for agricultural products.

The inequality in income distribution is a conspicuous feature of most less developed countries. This inequality will either be reduced or exacerbated depending whether the demand for labor increases more or less rapidly than the country's workforce. On the other hand, the extent to which expansion of farm output leads to widespread increases in income-earning opportunities depend on the development and diffusion of technological innovations. Certain dimension of welfare can be furthered by direct action through government programs like rural works and public health and related activities.

(iii) Fostering a pattern of agricultural development that will have a favorable impact on social development (modernization as a result of inducing changes in rural attitudes, behavior and institutions). Development of social institutions is a feature of structural transformation (e.g. agricultural research centers, educational facilities for farmers, training, private, public or cooperative business organizations for credit and input distribution and product marketing; irrigation associations, and other groups).

Institutional progress is significant in countries undertaking unimodal strategy of agricultural development. Thus interactions between technical and economic change at the farm level and institutional, attitudinal, and behavioral change merit attention on assessing the differential effects of alternative strategies.

Broad participation of the farm population in improved income-earnings opportunities will influence the rural power structure and political institutions. This has implications with respect to political and financial support for rural schools and other institutions to serve fanning communities. Besides, conscious action to limit family size will take hold more readily if rural households are actively involved in a process of economic and technical change whether as owner cultivator or as tenants, rather than being relegated to a surplus population- supporting sector with slight opportunity to better their conditions. An acceptable agricultural strategy therefore needs to be assessed in terms of the objectives and features of agricultural development desired.

The central element of a unimodal strategy is the development and diffusion of highly divisible innovations that promote output expansion within an agrarian structure made up of operational units relatively equal in size and necessarily small because of large number of farm holdings relative to cultivated land. Progressive modernization based on widespread use of a sequence of technological innovations compatible with the constraints imposed by structural-demographic characteristics makes it possible to exploit the large potential that exists or augmenting the productivity of the agricultural sector's internal resources of labor and land.

Bimodal or capitalist agriculture can develop as landlord capitalism (capitalism from above) or as peasant capitalism (capitalism from below) or as a mixture of both forms. Such agrarian change in developing countries is the development of a differentiated peasantry, from which a class of capitalist farmers and one of the agricultural wage laborers can emerge. The agrarian question is however not solved from the point of view of the whole social formation until a regular surplus on reasonable terms (acquired through market, taxation or savings) is made available to enable industrialization to proceed and capitalism to develop outside agriculture. This will break then the political power of the rich peasantry.
3.9 Gunnar Myrda1's Thesis of 'Spread and Backwash Effects'
Gunnar Myrdal (1957) highlights the low levels of income in most of the non-Soviet countries in the world, and international disparities in income, wealth and investment. Myrdal finds the theoretical approach of automatic self-stabilization to be inadequate to grapple with the problems of inequality. In his opinion, in the normal case, a change does not call forth counter​vailing changes, but, instead, supporting changes which move the system in the same direction as the first change, but much faster. This is the principle of circular and cumulative causation. As a result of such circular cau​sation, a social process tends to move faster. A social process can be stopped by introducing new exogenous changes in the system. 
He elab​orates this with an example of the African-American problem in the USA. Two factors, namely, White prejudices causing discrimination against the African-Americans, and their 'low level of living' are mutually inter​related. Their low standard of living is kept suppressed by discrimination by the Whites. On the other hand, the African-Americans' poverty, igno​rance, superstition, slum dwellings, health deficiencies and their suppos​edly unclean appearance, bad odour, disorderly conduct, unstable family relations and criminality, stimulate and feed the antipathy of the Whites for them. Both these factors mutually 'cause' each other.
He also emphasises the role of non-economic factors in development, and highlights the backwash effects of growth brought out by the free play of market forces. The clustering of labour, capital, goods and ser​vices in certain localities and regions leave the remaining areas, mostly rural, more or less in the backwaters and accentuate regional inequality. Concentration of firms, capital, and talented individuals in certain locali​ties (growth poles) at the expense of surrounding areas (the backwash) lowers the level of economic development below what it would have been, if growth poles had never emerged.
Against the backwash effects there are, however, certain centrifugal 'spread effects' of expansionary momentum from the centers of eco​nomic expansion to other regions. Empirical evidence shows that 'back​ wash effects' are neutralized, by 'spread effects' only at a high level of development. This is one of the reasons why rapid sustained progress becomes an almost automatic process, once a country has reached a high level of development. At low levels of development, the 'spread effects' are either very weak, or are just strong enough to cancel the 'backwash effects', and the result in both cases is poverty and stagnation.
Similarly, at the international level, trade, capital movement and migra​tion have strong backwash effects on the developing countries. Exam​ples can easily be cited of developing countries whose cultures have been impoverished as a result of the establishment of trading contacts with the outside world.
3.10 Development Theories from Other Socia1 Sciences

Development is a complex process which is affected by both economic and non-economic factors. The importance of non-economic factors in development was duly recognized by the Classical school. John Stuart Mill thought that non-economic factors, like beliefs, habits of thought, customs and institutions, play an important role in economic develop​ment, and he attributed the backwardness of underdeveloped countries to the despotic and anti-progressive character of their customs, institutions, and beliefs.
Boeke (1953) gives an attempt of an explanation of underdevelopment in terms of socio​logical dualism. he defines dualism as 'the clashing of an imported social system with an indigenous social system of another style'. On the basis of his analysis, largely based on the Indonesian experience, he concludes that the kindest thing the Western world can do for developing countries is to leave them alone; any effort to develop them along Western lines can only hasten their retrogression and decay. The acceptance of the dualism leads to two policy conclusions: 
1. as a rule, one policy for the whole country is not possible; and 
2. what is beneficial for one section of society may be harmful for another.

An appraisal of Boeke's theory would reveal that whereas there can be no question about the existence of dualism, its explanation lies not in the nature of society as Boeke perceives it, but in economic and technological terms. This is proved by the fact that not all efforts to promote development in the developing countries through technical and capital assistance from the West have been in vain.
For example, in India, a large part of the credit for bringing about the 'Green Revolution' goes to the United States Agency for International Development (US AID). This helped India, both financially and techni​cally, in setting up modern land-grant type state agricultural universities in the 1960s, and trained its agricultural scientists in American land-grant agricultural universities. Similarly, the Operation Flood Programme that is credited with modernising India's dairy industry, also benefited a lot from food aid in the form of skimmed milk powder and butter oil, first from the World Food Programme, FAO, and then from the European Economic Community (EEC).
One may reject the theory of sociological dualism advanced by Boeke, and still consider sociological, cultural and psychological factors impor​tant in economic development. Indeed, one may say that all economists who have specialized in economic development recognise the importance of the interplay of these factors with economic factors. In the words of Meier and Baldwin (1957: 355), 'The psychological and sociological requirements for development are as important as the economic require​ments. They deserve full consideration in their own right.' Relatively few economists, however, have had the courage to attempt a systematic theory of development which would incorporate strategic sociological, cultural, and psychological factors. Outstanding among these few are David McClelland and Everett Hagen (Higgins 1966: Ch. 13).
McClelland's 'Need-for-Achievement Motivation' (N-Ach) theory seeks to establish a relationship between N-Ach and economic devel​opment. His theory rests on two propositions: 
· group differences in the average level of certain motives, such as N- Ach, predict differences in the rate of economic growth; and 
· certain motive combinations predispose individuals to act like successful business entrepreneurs, who have played key roles in all previous economic development. 
On the basis of his studies and analyses, he concludes that if we are to promote economic growth, it is necessary to first change the values and motives of individuals. This, in his opinion, can be done by: 
· persuasion or educa​tion; 
· introducing changes in the social system; and 
· early character training. 
Of these three, the third is by all odds the one most likely to succeed. For in this way, values can be in-built from the very beginning. Early character training can be imparted by a corps of specially qualified nursery and primary school teachers carefully selected for the purpose.
Thus, McClelland's analysis leads to the conclusion that a take-off into economic development requires a large number of individuals with the entrepreneurial motivation complex, and particularly with high ‘Need –for – Achievement Motivation’ (N-Ach), and for this a long period of time is required to establish psychological preconditions.

Summary
Although there is no universal theory of rural development, the various paradigms and hypotheses of development summarized in this section provides many valuable insights into the processes and determinants of rural development. We can extract relevant elements from the paradigms and synthesize them into an operational framework of rural development suited to our times and circumstances. The common elements or factors common to all paradigms include:  
· natural resources, 
· new technology, 
· capital accumulation and investment, 
· educated technically trained, 
· enterprising and motivated human resources with values and ethos congenial to rural development, and 
· an appropriate institutional and organizational framework.

What is needed for developing countries like Ethiopia with large size of population and

considerable natural resources is a long-term policy for development of human resources through education, training, health care, and empowerment and creation of a congenial socioeconomic, institutional (including legal) and political environment for the fullest possible utilization of the vast, untapped reservoirs of human power and ingenuity.

Review Questions
1. Discuss the ideas of 'Transfers' and 'Stages' in the Modernization Theory of development. 

2. Explain the limitations of Modernization Theory when used in developing countries.
3. According to Dependency Theory, what are the relationships of developing and developed countries?

4. List the indivisibilities cited by Big Push Theory and elaborate the central idea of development of the theory 
5. What is the process of transforming the traditional sector to modern sector as proposed by Lewis' Surplus Labour Theory?
6. What are the limitations of Surplus Labour Theory?

7. From the two approaches of rural development, Unimodal and Bimodal, which one do you think is appropriate to Ethiopia? Why?

8. Discuss the objectives of agricultural development

9.  Why is not the automatic self-stabilization approach inadequate to solve the problem of inequality according to Gunnar Myrda1's Thesis of 'Spread and Backwash Effects'?
10. What is the central development problem of developing countries, according to Bocke's Social dualism?
Chapter Four

Determinants of Rural Development

Introduction

The factors affecting rural development favorably or adversely are so varied, and have combined over time in so many different ways. It is very difficult to isolate a small number of crucial variables or determinants. There are many physical, technological, economic, socio-cultural, institutional, organizational and political factors that affect the level and pace of rural development. These factors operate at all levels household, village, district, state, nation, and the world as a whole. Depending upon how they are managed, these factors can have both favorable and adverse effects on development. For instance, if the human resources of a country are not properly developed by proper nutrition, health care, education and training, and are not productively utilized, these resources become liabilities and obstacles to development. But if they are properly developed and utilized, then they become great assets and major factors contributing to development. Knowledge about the nature and magnitude of the impact of various determinants on rural development is necessary for rural development practitioners to be able to use these factors to achieve their goals efficiently and effectively. 

This chapter is devoted to identifying the major determinants of rural development, and examining their role in promoting rural development.

Learning Objectives 

The main objective of this chapter is to identify and discuss factors determining rural development including natural resources, technology, capital, human resources institutions and organization.  We will explain how each of these factors determine the pattern of rural development 

4.1 Changes in Output

Measuring changes in output over time is much more complex than often thought. For this, we need a system of accounts that provide indicators of output change. Many indicators may be used, but they are all subject to certain limitations. Before proceeding with a discussion of specific indicators of output change, a few observations will be made about economic growth as a means of promoting overall development. A growing economy is one of the goals of economic policy in practically all countries, rich and poor. In recent years, however, particularly in developed countries, this preoccupation with growth has been challenged. It is now pointed out that growth should not be considered as an end in itself, but only as a means of promoting development. 

Before growth can be considered an end of social policy, it must be demonstrable that economic activity will enhance the level of well-being of at least some human beings. The national income accounts have been designed to provide indicators of aggregate output or, alternatively, on the other side of the accounts, aggregate income to owners of the factors of production. Some of these indicators are gross national product, net national product, national income, personal income and personal disposable income.

If we must have a single indicator which shows the growth that has occurred, that indicator must have a way of meaningfully aggregating physically unlike goods and services, such as wheat, milk, houses, clothes, steel, aero planes, banking and insurance, etc. The national income indicators accomplish this by converting these physical units of output into monetary values by multiplying the physical units by market prices. The monetary values of output are thus comparable and additive.

This valuation procedure is open to one basic question. Do market prices used as weights accurately reflect the contributions of the respective units of output to aggregate income? The answer seems to be that if product and factor markets are perfectly competitive, and no externalities are present in either consumption or production of the commodities being priced, they do. If the demand for a product is less than perfectly elastic, however, the additions to income due to increase in the output of the product will be reflected by marginal revenue rather than by price, because as output expands, the price of all units sold will decline. Furthermore, if externalities are present in consumption of the product, the market demand price will not reflect the ‘social’ value of the product as it is consumed. By the same token, if externalities are present in production of the product, the product supply price will not reflect the complete ‘social’ productivity of the factors of production. Externalities may be positive or negative, and when they can be shown to exist and can be meaningfully quantified, valuation adjustments may be made to reflect their significance.

An even more serious problem relates to the statistical coverage of the traditional national income indicators. What is needed, of course, is an indicator that captures all changes in the level of output. As a rule, the income accounts provide good coverage of those goods and services which pass through the market, but do not include many of those which do not. This means that the statistical coverage becomes more comprehensive as the economy becomes more complex, and the market expands into more and more areas of the economy. If so, the consequence is that the real output of a less developed country is probably understated more by the income accounts than the real output of an advanced country.

Economists and others have recognized that a gross measure of output, such as the real gross national product, is not the best indicator of the aggregate size of the growth-producing mechanism called the economy. The reason is that part of gross output is needed to maintain the stock of capital which is part of the productive base of the economy. Some of the category called ‘gross investment’ constitutes net addition to the capital stock, and should thus be included in any measure of net productive capacity. But a substantial part of gross investment is simply replacement capital, called ‘capital depreciation allowance’ in the income account. Gross product less capital depreciation allowance is net product. We would argue that change in real net product is the best indicator of economic growth.

Although we cannot measure them in the income accounts, it is important to remember that other factors of production have precise parallels to the capital depreciation allowance. Labour sometimes depreciates as production occurs, and maintenance of the stock of human capital at a certain base requires investment in training, schooling, health, and nutrition. Resources taken from the natural environment are depleted, and to that extent should be netted out of gross productivity figures in an exactly analogous fashion as with capital. The point is equally relevant with respect to the quality as well as the quantity of the factors. If the quality of the stock of human capital and of natural resources declines over time, latent productivity of the economy declines, and these deleterious changes should be subtracted from the net product of the system. Contrarily, if the quality of the factor stock improves due to technical advances and increases in knowledge, this latent capacity to produce should be added to the net product actually produced in a given time period.

Perhaps the most devastating limitation of our productivity accounts is the manner in which we deal with negative final products. These are those final outputs of production which cause disutility to human beings, and which usually cause deterioration in the natural environment in the form of waste residues and environmental degradation. They also take the form of external diseconomies, such as crowding, congestion and crime. Before a true estimate of the effects of growth on human wellbeing can be assessed, therefore, these negative influences on growth should be netted out from the positive ones.

Rural development is characterized by multiple goals, and as has been discussed in Chapter two, there is no single index or indicator which can adequately capture the multifaceted nature of rural development. At the same time, unless we can measure the phenomenon of rural development, we are unlikely to know much about the quantitative impact of the factors that influence it.

In the absence of a single index of rural development, we shall use change in output as a proxy measure, and discuss the role of various factors that appear to us, on an a priori basis, as important determinants of this measure.

Figure 4.1

Determinants of Rural Development
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Let us assume that change in output is a function of changes in natural resources, employment, capital, technology and institutions and organizations.

This can be expressed in notational form as follows:
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Where Y = output, R = natural resources, N = employment, K = capital, T = technology, 0 = organizational and institutional framework and delta (A) means ‘change in’.

This equation states that changes in output will be functions of changes in those variables appearing on the right hand side of the equation, i.e., natural resources, employment, capital, technology, and organizational and institutional framework (Figure 4.1). The variables might be called the ‘instrument variables’ of economic growth or change in output. Of course, it is not easy to determine the causal relationship between Y and these instrument variables. All change simultaneously, and the contribution of a single variable is difficult to isolate, but at least some statistical associations are often possible, and have been established by a number of economists.

4.2 Changes in the Utilization of Natural Resources

By a natural resource we mean any product, thing or circumstance found by man in his natural environment that he may in some way utilize for his own benefit. In this sense, the resources provided by nature include air, climate, soils, water, plants, animals, mineral ores, mineral oil, coal, natural gas, solar radiation, and certain amenities which can be used for tourism. As time goes by, the world’s resource pattern changes, not because nature’s basic provision alters, but because of changes in what constitutes a resource. Natural resources can be classified into two categories: non-renewable or stock resources, such as metal ores, mineral oil and coal deposits and renewable or flow resources such as solar radiation, animal and plant species, and winds, among others.

Figure 4.2
Role of Mother Nature Environment in Economic Growth
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This distinction is very important from the point of view of policies for resource development, conservation and utilization.

Mother Nature performs two important functions in the process of economic growth, namely, providing inputs to production processes, and assimilating the wastes generated in the process of production (Figure 4.2). Since Planet Earth is finite, closed, and non-growing, there is a natural limit to both these critical functions, i.e., the inputs provisioning and waste assimilating capacities of our planet are both limited. This means that one cannot go on increasing the production of goods and services using natural resources forever, i.e., there are ecological/natural limits to economic growth; hence it cannot be sustained forever. Sustainable development requires that in the process of economic growth, we maintain our natural resources and environment intact, and use/harvest only that quantity which is regenerated naturally, i.e., we live on the ‘flows’, and keep the ‘stock’ of natural resources and the environment intact. However, we would like to add that it is now possible to augment— through appropriate technological and management interventions—the natural flows/harvest of products of nature.

For example, fish catches can be increased sustainably through artificial feeding and breeding; crop yields can be increased through application of balanced organic and inorganic fertilizers, bio-pesticides and scientific soil and water management; and forests can be rejuvenated faster and their natural productivity increased through application of fertilizers and water. Thus, the carrying capacity of our biosphere in terms of the population of living beings is, to some extent, amenable to augmentation through technological and managerial intervention. Therefore, contrary to what growthmaniacs and technocrats believe, there are limits to economic growth, and also, contrary to what ecologists assert, the limits are not absolutely rigid—they can be relaxed. Proponents of sustainable development recognize this truth, and advocate the middle path between the two extremes represented by technocrats and ecologists.

In many countries, Common Pool Resources (CPRs), i.e., resources used by people in common, play a very important role as sources of food, fuel wood, fodder and many other basic needs of rural people, particularly the poor. Depletion of CPRs of land, forests and water has increased the misery and drudgery of the rural poor, particularly women, who now have to spend a lot of their energy and time in fetching water, fuel wood and fodder from faraway places. Restoration and judicious management of natural CPRs is essential for improving the well-being of the rural poor, as also for improving the quality of the environment.

At any level of economic development, utilization of domestically available natural resources constitutes the bedrock of an economy. The quantity and quality of available natural resources along with the intensity and efficiency of their use determine to a considerable extent, the level and pace of the economic development of a nation. Poverty of natural resources does not, however, exclude a high level of economic development, as is shown by the examples of Denmark, Switzerland, Israel, Hong Kong and Japan. These countries have compensated for the lack of natural resources by appropriate technologies, institutions and organizations and highly developed human resources. Ethiopia is relatively well-endowed with natural resources, but has not been able to develop and utilize them fully and judiciously for the benefit of its people that resulted in low level of agricultural and rural development in the country. 

It is almost invariably true that the poorer a country is, the greater the percentage of its income that goes to the owners of natural resources, and thus the greater the importance of natural resources to economic development. The same point is relevant with respect to the production of other products that depend primarily on natural resources. If capital is scarce and labour tends to be unskilled, then land and natural resources of other kinds tend to be very significant in production, and their ownership becomes an important social issue.

4.3 Changes in Employment

The level of employment is best considered from the viewpoint of the long run and the short run. Over the long run, employment is related primarily to population growth. The correspondence between employment and population growth is especially close in societies where human beings enter the labour force at a young age, where much of the labour is utilized in agricultural pursuits, and is, therefore, likely to be utilized even if underemployed. The higher the rate of population growth, the larger will be the amount of labour used relative to the other factors of production.

The important point in this connection, however, is that it takes time and investment to get a fully productive human being. If the time is shortened by the necessity for children to work, the result tends to be less productive labour over the long run. On the other hand, if work is postponed and children go to school, the burden on public institutions such as the educational establishments becomes greater, and the net consumption embodied in per capita incomes is reduced, as resources go into institutions for training and maintenance, rather than for consumption. Thus, per capita incomes are temporarily reduced until people eventually get into the labour force, at which time per capita incomes are increased if the labour is productive enough to compensate for the time which is spent on schooling and training.

In the short run, on the other hand, employment can be increased by providing more opportunities for people to work. This may be accomplished by offering favorable wages, which attract previously unemployed workers into the labour force and by a healthy economic environment where jobs are more plentiful.

Research undertaken in developed and developing countries of the world reveals that for an increase in output, the quality of labour is more important than the quantity. A clear picture emerges if one looks at the experience of different countries. No country with an educated, technically trained labour force is poor, and no country with a predominantly illiterate, untrained labour force is rich. In general, the quality of the labour force is much more critical in economic development than is the availability of natural resources. Japan is a country which has almost no mineral or energy resources but has high economic productivity because of a highly literate, trained and efficient working population.

It has also been seen that investment in education and training produces very high internal rates of return in economic output. Especially high are the returns to basic literacy. The rate of returns to investment in schooling is in the neighborhood of 50 per cent per year in many rich countries, and in developing countries the rate of return to primary schooling is even higher. Any poor country that wants to develop could do no better than use its scarce resources in schools, technical/vocational education, training and management.

Another point to note about people and their importance in the development process is that their values and attitudes must be conducive to development. If development is to occur, an increase of income and wealth held either privately or publicly, must be one of the dominant goals in life. That is, people must have a desire to acquire, accumulate, or consume at increasing levels. If not, development is practically impossible. There is no denying that it was this desire that produced Western technology, money and financial intermediaries, private property, and an economic structure based on free contract and exchange. Some would argue that even political liberty, which increased social mobility, which in turn contributed to development, resulted from the dominance of pecuniary considerations in the hierarchy of privately-held goals.

4.4 An Increase in Capital

Most development economists from developed Western countries consider capital to be the key instrument of economic development. The Harrod—Domar model represents a typical example of this school of thought. In this model, capital accumulation plays a crucial role in the process of economic growth, as the rate of economic growth is expressed as the product of the savings rate and output-capital ratio. Capital formation is, therefore, an important prerequisite of economic development. Much of new technology, such as high yielding seeds, chemical fertilizers and pesticides, tractors, combine harvesters and food processing plants, is embodied in capital. Increases in the capital stock lead to increases in the marginal productivity of labour which, in turn, generally enhances wage rates.

Capital can be classified in various ways. Long-term capital is embodied in improvements in land, machinery, equipment, basic infrastructure and other long-lived forms of capital, while operating capital exists in the form of seeds, fertilizers, fuel and other raw materials which are used up annually in the production process.

Moreover, capital may also be classified according to whether it is owned publicly or privately. Private capital is managed by the individual entrepreneur, and examples are those listed above in the examples of long-term and operating capital. Public capital, on the other hand, is society’s investment in infrastructure, such as roads, schools, hospitals, national defense, and various government establishments. Private capital is, of course, acquired by individuals by their own decisions to consume less than they earn. Public capital, on the other hand, is produced by joint action through political processes, but can also come into being because society earns more than it consumes. For promoting rural development, both private and public capital investments are necessary. 

Looking at capital formation from the vantage point of the economy, capital resources can be acquired in one of two ways: by domestic saving, or by foreign aid. In most countries, domestic savings can be acquired from three sources: The first is from private citizens who consume less than their incomes, and make the difference available in the form of investment to the economy. In rich countries, people save as a matter of course in their attempt to provide security against various contingencies and thus, the saving takes the form of insurance premiums, retirement annuities, bank accounts, etc. Since these choices are made voluntarily, people consider their well-being enhanced in the process of saving, and therefore, no deprivation is incurred. In poor countries, on the other hand, saving is often painful, because people live so close to the edge of hunger and disease, and need all their income for consumption alone. As a result, savings are usually meager, and if society needs more than are available by private decisions to save, then saving may be forced by inflation. Savings can be acquired from corporations, which as a rule, in an effort to expand, take some of their earnings and plough them back into the firm for additional capital formation. In rich countries, where corporations are numerous, large, and powerful, this form of savings and the concomitant capital formation is extremely important. Governments can acquire resources for purposes of capital formation through taxes and inflation. Income tax, property tax, excise tax, value-added tax, all have their own advantages and disadvantages.

Foreign aid has been used extensively since World War II as a form of transfer of international capital from one country to another. It should be pointed out, however, that many of the advanced countries of today received much of their development capital from external sources. The United States and Canada were aided tremendously in the take-off phase of their development by foreign capital shipments, particularly from the UK. There is one major difference, however, between that period and the present day. The bulk of the development capital that fuelled the take-off in the US and Canada came from private foreign sources. Profit opportunities were unusually high, and this attracted capital which was seeking these profits. It goes without saying that since the capital transfer was made voluntarily, both borrowers and lenders were benefited by it.

There is also much private capital that goes abroad today. Large international firms have established branches in many countries. However, large quantities of financial resources are being transferred through international organizations, such as the World Bank, the Inter-American Development Bank, and through foreign aid from government to government. Again, as long as the transfers are mutually beneficial and voluntary, there is a lot to be gained by both the grantor and the grantee. Since a large amount of international capital is available through grants or low-cost loans, the recipients do not worry too much about the economic feasibility of projects utilizing these funds. This is needless waste of scarce resources. International grants and low-cost loans should be administered just as tightly and economically as high-cost loans. The real cost to the economy of using these funds, regardless of source or terms, are the foregone opportunities of using the resources in their most productive alternative. These capital funds should be allocated to uses where they generate the greatest productivity. Planning should be just as tight and rigorous with foreign aid resources, in terms of determining their use in the economy, as would be the case if the resources were generated through domestic saving.

Most of LDCs’ rural sector is starved of capital, and this is perhaps one of the most serious constraints on rural development. The rate of capital formation in the rural sector has been low vis-à-vis the rate required for achieving a higher level of rural development. Furthermore, much of the surplus generated in the sector is siphoned off to the urban sector for a variety of reasons, including lack of institutional arrangements for mopping up small savings and providing incentives to small savers.

4.5 Changes in Technology

In all likelihood, technological advance is the most important factor that accounts for economic development. Studies in the advanced countries have shown that increases in natural resources, employment, and capital have accounted for less than one-half of the increases in output over time. The bulk of growth must, therefore, be accounted for by qualitative rather than quantitative increases in the factors of production. In essence, this is what technological advance is—an improvement in the processes of production that produces increases in output per unit of input. It is improvements in knowledge and know-how; it is improved skills; it is utilizing better machinery and equipment, all of which combine to increase productivity.

Many scholars of development, notably Hayami and Ruttan (1970), Schultz (1964) and Rostow have constructed theories of development which have technological advance at the very centre of concern. Schultz has argued that the transition from traditional to modern agriculture is essentially one of utilizing modern inputs, which are defined as those that are technologically advanced. In Rostow’s scheme, once the static stage of traditional life has been disturbed, society passes through the later stages of: (a) establishment of the preconditions for growth; (b) takeoff; (c) drive to maturity; and (d) mass consumption. During the period of establishment of the preconditions for growth, the insights of modem science begin to be translated into new production functions. This is just another way of saying that technological advance is occurring.

Schumpeter distinguishes between two classes of influences upon the dynamic evolution of an economy, viz., (a) the effects of changes in factor availability, which he calls the ‘growth’ component; and (b) the effects of technological and social changes, which he refers to as ‘development’ or ‘evolution’. In his view, development covers five combinations, including the introduction of a new commodity, the introduction of a new method of production, the opening of a new markets, the conquest of a new source of supply of raw materials or half- manufactured goods and the reorganization of an industry, like the creation of a monopoly position or breaking down a monopoly situation.

In Schumpeter’s model of economic development, the entrepreneur is the central figure. He revolutionizes the pattern of production by exploiting inventions, by exploiting untried technological possibilities for producing new commodities, by producing old commodities in new ways, and soon. For entrepreneurial activity to flourish, the capitalist rationality and bourgeois institutions are important prerequisites. Schumpeter also assigned an important role to credit as a means of enabling entrepreneurs to obtain productive resources and to carry out innovation. He emphasizes the importance of innovation in generating business cycles. In Schumpeter’s opinion, there is no limit to the increase in the rate of output per head.

The critical question is, of course, how to promote a high rate of technical change. In the first place, the general economic climate must be conducive to innovation and knowledge-building. As a rule, if incentives exist for individuals to innovate, they will. A country which has a size-able and educated middle class can rely largely on the profit motive to push inventors, scientists and entrepreneurs to undertake technological advance. In conservative traditional societies, however, public institutions must also play a very large role. Educational institutions are crucial at all levels. So are the experiment stations and the extension services. Empirical studies from both rich and poor countries clearly demonstrate that rates of return from public investment in these knowledge-building institutions and activities are very high. Over the long run, no country can afford to neglect these institutions, which act as agents of change in producing and implementing technical change.

While examining the role of new technology in rural development, we would like to caution that the adoption of technologies which are not appropriate may cause serious damage to the biosphere, albeit unintentionally. The general economic and political environments prevailing in developing countries tend to favour and promote environmentally harmful technologies. For example, indiscriminate use of chemical fertilizers, and the effluents discharged by firms producing such chemicals as napthol, disulphonic acid and its derivatives, pollute rivers, streams, land and air and cause hazards to human health and reduce the longevity. People in most LDCs, particularly the poor, suffer more from such hazards, as there are neither property rights nor liability rules to protect them. Therefore, it is necessary that environmental impacts of new technologies are carefully evaluated before they are recommended for wider use.

4.6 Changes in the Organizational and Institutional Framework

As already mentioned, rural development is influenced by a multitude of factors, such as natural resources, human resources (labour), capital, technology, and institutions and organizations. Although the classical and neoclassical economists emphasized the role of natural resources, labour, technology, and investment in economic development, they did not assign any significant role to institutions and organizations in the process of development. They assumed the institutional set-up of the economy as given (exogenous), and hence beyond scientific analysis. As a matter of fact, they even argued for minimizing the role of the government in the process of development, and advocated a policy of laissez-faire. It was the institutional economists and Karl Marx who recognized the significant role that institutions and organizations play in the process of economic development.

The terms ‘organization’ and ‘institution’ are often used interchangeably. We consider organizations as a subset of the broader set of institutional structures or arrangements. An organization connotes coordinated acts or endeavors of two or more individuals. It is created to give effect to a certain institutional arrangement. The main function of an economic organization is to provide signals that will guide self- interested economic agents/entities to act in the interest of the larger community. The main task of any nation-state is to create institutional arrangements that provide the needed signals to individual economic entities. Markets provide such signals efficiently, so long as they operate with low transaction costs. Non-market mechanisms, such as government agencies and non-governmental organizations, including cooperatives, can also provide such signals.

Institutions and organizations are important aids to development. They may affect agricultural and rural development in many different ways, including provision of production inputs and services, reduction of transaction costs, enhancement of bargaining power of rural producers vis-à-vis those to whom they sell their produce and from whom they buy production inputs and services, influencing investments and savings and bringing the two together, and so on. The economic life of any community takes place in a milieu of organizations and institutions. They largely determine the economic structure of the community, and set the rules in which the economic game is played. Changes in these organizations and institutions over time will probably have a pronounced effect on economic output and development. Often these effects are difficult to isolate and measure because of the interdependence between changes in organizations and institutions and between other instrument variables of agricultural development.

There are many forms of organizations, such as public (government), sole proprietorship, partnership, company, cooperative and charitable trust, that can and are in fact serving the needs of farmer. The form of organization suitable for promoting agricultural development should fully identify with the interests of farmers, and both organizationally and operationally should be fully oriented to meeting their needs.

The government has been, still is, and will continue in the near future to be an important organization in the field of agricultural and rural development. Development is seen as the specific responsibility of the government. This has far-reaching implications for the role of public bureaucracy, which is the arm of the state responsible for carrying out the wishes of political leaders. Efforts to bring about improvement in the quality of life of rural people depend heavily on government administration and bureaucrats.

At the institutional level, laws of property and contract have a profound impact on economic growth. The essential questions here are: (a) what may a man do with his property? (b) What may others do to his property? and (c) In what kinds of economic activity may he engage? Some societies are fairly liberal in permitting private firms and individuals to operate without restrictions, while others impose many restrictions that curtail private profits, in the name of protecting the broad public interest. Other questions relate to what kinds of agreements private individuals may make; what kinds of claims and contracts can be enforced and to what extent, and so on.

All these questions relate to the influence of government regulation of business activity and its impact on economic growth. How tightly are specific kinds of business activities regulated by the government? How are taxes, tariffs, subsidies, and other fees utilized to discourage certain activities and encourage others? How are taxes and laws of inheritance used to control the distribution of income at the expense of economic growth? All these forces and factors determine the incentives for economic production, and must not be neglected in the search for a favorable institutional and organizational climate for economic development.

The only organization that conceptually satisfies all the criteria of a good rural organization is a cooperative. The cooperative form of organization is solely designed for promoting the mutual interests of user patrons on the basis of equality and equity. It is controlled by them on a democratic basis. It also resolves the conflict of interests between the lender and borrower, or between seller and buyer, for in it the lender and the borrower or the seller and buyer are the same person. The objective is not to do business for the sake of profits only, but for meeting the members’ needs. It is a local organization, and provides for local participation. It is responsive to local needs, as its policy is decided democratically by the local member-users. It serves as a training round for rural people in business and in democracy.

In addition cooperatives and many other forms of formal (for instance, NGOs) and non-formal associations which could do a good job of promoting agricultural and rural development. The role of NGOs is to organize people and help them with technical information, training, and, to some extent, with funds. Besides, they also help grassroots organizations to secure financial assistance from various governmental and non-governmental sources. In most cases, the performance of the programmes taken up under the auspices of NGOs has been better than that of government programmes. However, this statement cannot be generalized, as there are many NGOs which do not have the necessary technical and managerial expertise and financial discipline to initiate and support agricultural and rural development programmes.

Corporations and companies could play a pivotal role in promoting agricultural development. Corporate can bring the benefits of modern science and technology, management and world markets to the agricultural sector, and thereby promote agricultural development, particularly now in the era of liberalization, deregulation, privatization and globalization.

4.7 Relation between Rural Developments and its Determinants

It is not easy to quantify the relationship between rural development and the various determinants discussed in the preceding section. For one thing, there are no time series data available on any acceptable measure of rural development, nor on these determinants, some of which cannot be quantified at all. Second, all these determinants keep changing simultaneously and it is not possible to isolate and measure the contribution of any single determinant, without resorting to some sophisticated econometric techniques.

A few attempts have been made in the past to measure the impact of some of these determinants on rural development. For instance, Hayami and Ruttan (1970) attempted to explain differences in agricultural output per worker (a proxy for agricultural development) between a representative group of developed and developing countries, and found that (a) resource endowment (land and livestock), (b) technology (fertilizers and machinery); and (c) human capital (general and technical education), accounted for 95 per cent of the differences. The implications of their analysis for an agricultural development strategy for developing countries are clear. An attempt must be made to close the gap in the levels of modern industrial inputs, education and research between developed and developing countries. Agricultural surpluses generated by closing the gap, over and above the amount necessary to maintain the growth of agricultural productivity, must be used to finance industrial development. 

4.8 Concluding Remarks

In whatever way we define and measure it, rural development is affected by a multitude of physical, technological, economic, socio-cultural and institutional factors. All these factors operate within the limits imposed by the finite, non-growing and closed Planet Earth. This means that there is a natural (ecological) limit to economic growth and development. Of all the determinants of rural development, technological advance is the most important; in fact, it is a sine qua non of development. However, to produce a constant flow of technological innovations, a large reservoir of technically trained, skilled and motivated manpower and a congenial domestic environment are necessary. Although it is not possible to produce anything without using any natural resources and environmental amenities, inadequacy or poverty of natural resources does not exclude a high level of rural development; human resources and technologies can be substituted, to a limited extent, for natural resources, as has been amply demonstrated in Japan and Israel. In countries like Ethiopia, quite a big chunk of natural resources is used in common by people. It is necessary for sustainable and equitable development that such resources be judiciously developed and utilized for the benefit of common people, most of whom depend on them for their livelihood.

Generation of domestic surpluses (savings), and their mobilization and proper utilization through a network of well-developed financial institutions, is necessary for sustaining the process of development: foreign aid can help only in initiating the process of development. In view of the fact that all other factors can be created and/or augmented using human resources, developing countries like India would do well to accord the highest priority to human resource development as an engine of sustainable rural development; returns to investment in human resource development are the highest. Being renewable and inexhaustible, human resources are the only means available in plenty to developing countries for attaining sustainable development, with no adverse effects on the environment.

Chapter Five
Rural Development Strategies and Programs
Introduction 

Rural areas have and continue to undergo dramatic change. Climatic change, agricultural policy reform and national policy pose many challenges for the sustainable future of rural areas.  Socio-economic characteristics also create new perspectives.  The rural economy of many areas is now similar to that of urban areas. Land-based activities generally make up a very small proportion of rural employment. The majority of rural residents of working age commute to towns for work and services.  This gap between rich and poor has only been widening so far, and, in many cases, has led to worse conditions for the poorer segments of the population. 
The traditional socio-economic environment of the rural population has often been destroyed without being replaced by a better alternative. The increasing population could not be absorbed by the existing rural system, this leading to massive migration to cities, and resulting, in many cases, in a virtual breakdown of urban societies. Measures for increasing agricultural production concentrated on the improvement of land productivity in the better areas with larger farms, leaving behind the poorer masses in the rural areas. The increasing differences between haves and have-nots generated by past development are not restricted to the widening gap between rich and poor. The same growing dualism can be observed between regions within countries, and, on a world-wide scale, between industrial and developing countries. 
In this chapter we focus on strategies and programs of rural development. The chapter starts by outlining and explaining strategies of rural development that include growth, welfare, responsive and holistic strategies. Next, we look at programs of rural development which involve green revolution, community development and integrated rural development programs.    

Learning Objectives

After studying this chapter, you will be able to

· elaborate the four strategies of rural development such as growth oriented strategies, welfare oriented strategies, responsive strategy and, integrated or holistic strategy 
· explain the rural development programs

· discuss the Green Revolution and Community Base Development Programs

· Explain the Integrated Rural Development: its objectives, components and its organization

5.1 Strategies of Rural Development 

Agricultural and rural developments have been accorded a high priority in many countries’ development plans. A review of various rural development programs and policies fol​lowed in these countries reveal four strategies of development: Growth oriented strategies, Welfare oriented strategies, Responsive strategy and, Integrated or holistic strategy.  These strategies are summarized briefly as follows. 

Growth Oriented Strategy

This is based on the philosophy that rural people, like any other people, are rational decision makers, who, when given adequate opportunity and a proper environment, will try to maximize their incomes. The role of the state in this strategy is to build infrastructure, and maintain a favorable climate to stimulate the growth of rural enterprises. The critical assumption of this strategy is that the benefits of increased pro​duction will gradually 'trickle down' to the poor. The regulation and coordination of the activities of private and public agencies is primar​ily through market mechanisms. 
This paradigm formed the basis of the predominant agricultural development strategy of the 1960s, when pro​grammes like the Intensive Agriculture District Programme (IADP), the Intensive Cattle Development Programme (lCDP), the High Yielding Varieties Programme (HYVP), were launched. But this paradigm failed to make any dent on the basic problems of poverty, unemployment and inequality, and had to be abandoned. 
Welfare Oriented Strategy 

This seeks to promote the well-being of the rural population in general, and the rural poor in particular, through large-scale social programmes like the Minimum Needs Programme, Applied Nutrition Programme, Mid- Day Meals Programme, etc. The primary means used in this strategy are free provision/distribution of goods, services and civic amenities in rural areas.

The critical assumptions of this strategy are that people are not com​petent to identify and resolve their problems, and that government spe​cialists can identify their needs and meet them with the financial and administrative resources available with the government. The role of villagers is that of passive receptors of services. This strategy has a pater​nalistic orientation. The performance of the programmes is judged by the quantity of goods, services, and civic amenities delivered. The wel​fare oriented programmes present a mixed picture; the rural poor have benefited significantly through some programmes in a few areas, but not in others. There are two major criticisms of this strategy, namely, (a) it has created dependence; and (b) it requires resources that are beyond the means of governments.

Responsive Strategy

This is aimed at helping rural people help themselves through their own organizations and other support systems. Its concern is with responding to the felt needs of the rural people, as defined by them. The role of the government is to facilitate the self-help efforts of vil1agers by pro​viding technologies and resources that are not usually available. The critical assumption of this strategy is that the rural poor will identify and resolve their problems if provided with minimal support and otherwise left to their own devices and initiatives. Community participation in, and control of, project activities is the primary performance indicator of this strategy. 

Integrated or Holistic Strategy

This combines all the positive features of the earlier three strategies, and is designed to simultaneously achieve the goals of growth, welfare, equity and community participation. This paradigm takes a very comprehensive but integrated view of the basic problems of poverty, unemployment and inequality, and seeks to address the physical, economic, technological, social, motivational, organizational and political bases of these problems.

The multiple goals of this strategy are sought to be achieved by build​ing the capacity of the community to involve itself in development in partnership with the government. The critical assumption underlying this approach is that the government can restructure societal power rela​tionships, and centralized bureaucracies can learn to share power with community groups. Successful implementation of this strategy requires complex decentralized matrix structures, with permanent mechanisms for vertical and lateral integration, a combination of specialist and generalist skills, institutional leadership, social intervention capability and system management.  
5.2 Rural Development Programs 

Green Revolution

The Green Revolution is a term used to describe the transformation of agriculture in many developing nations that led to significant increases in agricultural production between the 1940s and 1960s. This transformation occurred as the result of programs of agricultural research, extension, and infrastructural development, instigated and largely funded by the Rockefeller Foundation, along with the Ford Foundation and other major agencies.

The term “Green Revolution” was first used in 1968 by the former USAID director William Gaud, who noted the spread of the new technologies and said, These and other developments in the field of agriculture contain the makings of a new revolution. The Green Revolution has had major social and ecological impacts, which have drawn intense praise and equally intense criticism.

International spread of the Green Revolution

With the experience of agricultural development judged as a success by many of the power holders involved, the Rockefeller Foundation sought to spread the Green Revolution to other nations. The Office of Special Studies in Mexico became an informal international research institution in 1959, and in 1963 it formally became CIMMYT (The International Maize and Wheat Improvement Center).

The second nation to which the Green Revolution spread was India. The Ford Foundation had a presence in the nation, and their social scientists had decided that the technological development of agriculture was important to the future of India. At the same time C.Subramaniam, the former Indian Minister of Steel and Mines, became Minister of Food and Agriculture. The Foundation and Indian government collaborated to import a huge amount of wheat seed from CIMMYT. India then began its own Green Revolution program of plant breeding, irrigation development, and financing of agrochemicals. By the late 1970s, the Green Revolution raised rice yields in India by 30 percent and brought India the vital time to curb its population growth without suffering a recurrence of the devastating famines of the 1940s. 

The Rockefeller and Ford Foundation jointly established IRRI (The International Rice Research Institute) in the Philippines in 1960. HYVs (high yielding varieties) spread throughout that country, Indonesia, Pakistan, Sri Lanka, and other non-Soviet bloc countries throughout Latin American, Asia, and North Africa. USAID became involved in subsidizing rural infrastructure development and fertilizer shipments.

Agricultural production and food security
Technologies

The projects within the Green Revolution spread technologies that had already existed, but had not been widely used outside of the industrialized nations. These technologies included pesticides, irrigation projects, and synthetic nitrogen fertilizer.

The novel technological development of the Green Revolution was the production of what some referred to as “miracle seeds.” Scientists created strains of maize, wheat, and rice that are generally referred to as HYVs or “high yielding varieties.” HYVs have an increased nitrogen-absorbing potential compared to other varieties. Since cereals that absorbed extra nitrogen would typically lodge, or fall over before harvest, semi-dwarfing genes were bred into their genomes. Norin 10 wheat, a variety developed by Orville Vogel from Japanese dwarf wheat varieties, was instrumental in developing Green Revolution wheat cultivars. IR8, the first widely implemented HYV rice to be developed by IRRI, was created through a cross between an Indonesian variety named “Peta” and a Chinese variety named “Dee Geo Woo Gen.”

HYVs significantly outperform traditional varieties in the presence of adequate irrigation, pesticides, and fertilizers. In the absence of these inputs, traditional varieties may outperform HYVs. One criticism of HYVs is that they were developed as F1 hybrids, meaning they need to be purchased by a farmer every season rather than saved from previous seasons, thus increasing a farmer’s cost of production.

Production increases

World production of grain increased, 1961-2004, compared with area harvested over the same period. Cereal production more than doubled in developing nations between the years 1961 – 1985. Yields of rice, maize, and wheat increased steadily during that period. The production increases can be attributed roughly equally to irrigation, fertilizer, and seed development, at least in the case of Asian rice.

Some, however, have challenged the purported production increases of Green Revolution agriculture. Miguel A. Altieri, for example, writes that the comparison between traditional systems of agriculture and Green Revolution has been unfair, because Green Revolution agriculture produces monocultures of cereal grains, while traditional agriculture usually incorporates polycultures. Additionally, some traditional systems of agriculture that were displaced by the Green Revolution such as the chinampas in Mexico or raised-field rice farming in Asia are known to be very highly-productive. 

Effects on food security

The effects of the Green Revolution on global food security are difficult to understand because of the complexities involved in food systems. The major purported achievement of the Green Revolution has been that the production increases have helped to avoid widespread famine. It is also often claimed that Green Revolution agriculture is responsible for feeding billions of people. These assertions generally assume some variation of the Malthusian principle of population. 
Malthusianism has been evident throughout the history of the Green Revolution. The team sent to survey Mexican agriculture in 1941 for the Rockefeller Foundation cited the high birth rate and relative inadequacy of its agriculture as a cause for concern. In 1959, the Ford Foundation carried out a study in India that stated the nation’s population would outstrip its food supply by 1966, although validity of its methodology was a subject of criticism. At Borlaug’s Nobel acceptance speech he stated, “...we are dealing with two opposing forces, the scientific power of food production and the biologic power of human reproduction.” 

The world population has grown by about four billion since the beginning of the Green Revolution and most believe that, without the Revolution, there would be yet greater famine and malnutrition than the UN presently attributes to the planet Earth (approximately 850 million people suffering from chronic malnutrition in 2005). The average person in the developing world consumes about 25% more calories per day now than before the Green Revolution.

Increasing food production however is not synonymous with increasing food security, and is only part of a larger equation. For example, Amartya Sen’s work has found that large historic famines have not been caused by decreases in food supply, but by socioeconomic dynamics and a failure of public action. There are several claims about how the Green Revolution may have decreased food security for some people. One such claim involves the shift of subsistence-oriented cropland to cropland oriented towards production of grain for export and/or animal feed. For example, the Green Revolution replaced much of the land used for pulses that fed Indian peasants for wheat, which did not make up a large portion of the peasant diet. Also, the pesticides involved in rice production eliminated fish and weedy green vegetables from the diets of Asian rice farmers. 

Socioeconomic impacts

The transition from traditional agriculture in which inputs were generated on-farm to Green Revolution agriculture, which required the purchase of inputs, lead to the widespread establishment of rural credit institutions. Smaller farmers often went into debt, which in many cases result in a loss of rights to their farmland. The increased level of mechanization on larger farms made possible by the Green Revolution removed an important source of employment from the rural economy. Because wealthier farmers had better access to credit and land, the Green Revolution increased class disparities. Because some regions were able to adopt Green Revolution agriculture more readily than others (for political or geographical reasons), interregional economic disparities increased as well.

The new economic difficulties of small holder farmers and landless farm workers led to increased rural-urban migration. The increase in food production led to a decrease in food prices for urban dwellers, and the increase in urban population increased the potential for industrialization. However, industry was unable to absorb all of the displaced agricultural labor and some cities grew at unsustainable rates. 

Ecological change
Pesticides
Green Revolution agriculture increased the use of pesticides, which were necessary to limit the high levels of pest damage that inevitably occur in monocultures. Organochlorides, a chemical group of pesticides including DDT and dieldrin that spread with the Green Revolution, do not easily break down in the environment and therefore accumulates through the food chain and spread throughout ecosystems. Other problems with pesticides include the poisoning of farm workers, the contamination of water, and the evolution of resistance in pest organism populations. 

Water issues
Irrigation projects have created significant problems of salinization, waterlogging, and lowering of water tables in certain areas. 

Biodiversity
The spread of Green Revolution agriculture affected both agricultural biodiversity and wild biodiversity. There is little argument that the Green Revolution acted to reduce agricultural biodiversity, as it relied upon just a few varieties of each crop. This has led to concerns about the susceptibility of a food supply to pathogens that cannot be controlled by agrochemicals, as well as the permanent loss of many valuable genetic traits bred into cereal varieties over thousands of years. To address these concerns, massive seed banks such as CGIAR’s International Plant Genetic Resources Institute have been established.

There are varying opinions about the effect of the Green Revolution on wild biodiversity. One hypothesis speculates that by increasing production per unit of land area, agriculture did not need to expand into new, uncultivated areas to feed a growing human population. A counterhypothesis speculates that biodiversity was sacrificed because traditional systems of agriculture that were displaced have often incorporated practices to preserve wild biodiversity, and because the Green Revolution expanded agricultural development into new areas where it was once unprofitable or too arid.

Community Development Program (CDP)
Community development may be defined as a process by which the efforts of the people themselves are combined with those of governmental authorities, to improve the economic, social and cultural conditions of communities, to integrate these communities into the life of the nation, and to enable them to contribute fully to national progress.

The central objective of the CDP was to secure the total development of the material and human resources of rural areas, and to develop local leadership and self-governing institutions. The basic idea was to raise the levels of living of rural people through a number of programmes. This objective was to be attained 
· by bringing about a rapid increase in food and agricultural production 
· by strengthening programmes of resource development, such as minor irrigation and soil conservation, 
· by improv​ing the effectiveness of farm inputs supply systems, and 
· by providing agricultural extension services to farmers. 
Activities of CDP

The following rural community development activities are undertaken in such varying degrees (within the limits of the available funds), as are advisable under the circumstances peculiar to each block.

Agricultural and Related Matters

· Reclamation of available virgin and waste land.

· Provision of water for agriculture through irrigation canals, tube​ wells, surface wells, tanks, lift irrigation from rivers, lakes and pools, etc.

· Development of rural electrification.

· Provision of commercial fertilizers.

· Provision of quality seeds.

· Promotion of improved agricultural techniques and land utilization.

· Provision of veterinary aid.

· Provision of technical information, materials and bulletins on agriculture.

· Provision for the dissemination of information through slides, films, radio broadcasts and lectures.

· Provision of improved agricultural implements.

· Promotion of marketing and credit facilities.

·  Provision of breeding centers for animal husbandry.

·  Development of inland fisheries.

·  Promotion of home economics.

·  Development of fruit and vegetable cultivation.

·  Provision of soil surveys and information.

·  Encouragement of the use of natural and compost manures.

·  Provision of arboriculture, including plantation of forests.
Communications 

· Provision of roads.

· Encouragement of mechanical road transport services.

· Development of animal transport facilities.

Education 

· Provision of compulsory and free education, preferably basic edu​cation, at the elementary stage. 

· Provision of high and middle schools. 

· Provision of adult education and library services.

Health 

· Provision of sanitation (including drainage and disposal of wastes) and public health measures.

· Provision for the control of malaria and other diseases.

· Provision of improved drinking water supplies.

· Provision of medical aid for the ailing.

· Antenatal care of expectant mothers and midwifery services. 

· Provision of generalized public health service and education.

Training 

· Refresher courses to improve the existing standard of artisans.

· Training of agriculturists.

· Training of extension assistants.

· Training of artisans.

· Training of supervisors, managerial personnel, health workers and executive officers for projects.

Social Welfare 

· Organization of community entertainment.

· Provision of audio-visual aids for instruction and recreation. 

· Organization of sports activities.

· Organization of me/as (village fairs).

· Organization of the cooperative and self-help movement.

Supplementary Employment 

· Encouragement of cottage industries and crafts as the main or subsidiary occupation.

· Encouragement of medium and small-scale industries to employ surplus hands for local needs, or for export outside project areas.

· Encouragement of employment through trade, auxiliary and wel​fare services.

Housing 

· Demonstration and training in improved techniques and designs for rural housing.

· Encouragement of improved rural housing on a self-help basis.
Evaluation of CDP
There have been a number of surveys and studies which have high​lighted the tangible achievements of the CDP in terms of distribution of improved seeds, use of chemical fertilizers, plant protection chemi​cals, improved farm tools and equipment, construction of roads, wells, irrigation canals, establishment of primary health centers, etc. On the basis of these studies, it would be fair to say that the CDP contributed significantly towards the cre​ation of basic socio-economic infrastructure in rural areas, and helped expand and improve the production base of the rural economy of many developing countries (specifically India) who have implemented the program. The CDP has also fulfilled, to a large extent, the equity norm of rural development. (Katar Singh)  
However, the CDP failed to achieve the expected increase in agricul​tural production. This failure could be attributed to its diffused character, as it did not put sufficient and direct emphasis on agricultural produc​tion. The financial, material and administrative resources of the CDP were spread too thinly-albeit uniformly-all over the countryside to produce any tangible impact on agricultural production and rural poverty. In other words, the resources devoted to agricultural production fell short of the 'critical minimum' required to escape from the perpetual problem of low productivity in agriculture.

Some of the other criticisms of the CDP include that: 
(a) it has not been a people's programme; 
(b) it has followed a 'blueprint' approach to rural development; 
(c) it has employed a large army of untrained exten​sion workers who, because of lack of coordination among themselves, were less a source of help to the villagers and more a source of bewil​derment and confusion; 
(d) a spirit of ritualism has permeated the block programmes, and the inauguration, opening or foundation stone laying became the 'be-all and end-all' of all block activities; and 
(e) there was lack of functional responsibility at the block level that led to a good deal of confusion and interdepartmental jealousy.

Integrated Rural Development Program  

The verb "to integrate" is defined by the Oxford dictionary as meaning "complete (imperfect thing) by the addition of the parts", or to "combine (parts) into a whole". It does not involve the collection of a large number of unrelated parts, but of parts which combine together to form a whole. The parts, therefore, should be "linked" and capable of being "bonded" together within the context of the project.  Integrated rural development can be defined as "area development schemes" which involve a broad range of activities designed to improve production, infrastructure, services and living standards in line with the objectives, and with emphasis on the linkages between the various components and geographical areas internal and external to the area."  
This does not mean, however, that everything should be done at the same time, for the determining of priorities and the time sequence of components is important, and the funds available are normally insufficient or everything to be done all at once. Neither does it mean that a project may be described as being "integrated” if a welfare component is simply added to a productive component. Rather, integrated rural development (IRD) is concerned with delivering a more sustainable future for rural areas. It considers the interrelationships between the environment, economy and communities of particular places to deliver wide-ranging benefits. It is the process through which the economic, social, environmental and cultural resources of rural communities are organized in order to achieve and sustain the long term viability of those communities
In integrated rural development the range of possibilities for development are examined comprehensively, and the emphasis is on the identification of linkages that relate to the objectives determined. This differs from a strictly agricultural approach, which may ignore the role of other sectors in the development process. Integrated rural development schemes are generally "area development schemes", that is they are planned and executed to serve the perceived needs and opportunities of a specific geographical area. 
The geographical area of the project or scheme may be determined on the basis of various criteria, such as a region, administrative district, watershed, homogeneous region, physical region (i.e. mountain area, plateau etc.), cultural region, ethnic area, agro-climatic region, and economic region (i.e. low income area, depressed region, high unemployment, industrial region etc.). It is generally useful if the project area is easily definable by some commonly acceptable criteria or is widely identified as being a region with special characteristics. But even if this is not the case, experience has shown that such projects can be successful even in regions that cannot be identified by clear cut criteria, as long as the demarcation of the area is clearly defined.
Objectives of Integrated Rural Development

There can be a broad range of objectives for integrated rural development projects, from the very ambitious such as attaining national average income or employment goals, to more moderate aims such as maintaining the size of the local population, or even more modest ones such as simply improving the productivity of one crop.
A reasonable objective, however, for most integrated rural development projects is "to lay out the project interventions in the area economy that are most likely lead to important improvements in the way the economy operates and in  the ability of the area population to  achieve fitting living. .."
Integrated rural development has a role to play in identifying opportunities and local needs, and presenting a framework for raising incomes and improving living standards. This involves complex planning, co-ordination and execution combined with good project management. Such integrated projects facilitate development both through investment and infrastructural works by changing the perception and the reality in a region, so as to encourage self-sustained growth.

Components of Integrated Rural Development

The components of integrated rural development projects must vary from one area to another in relation to the specific problems and potential of each area. The following is a list of project components that should be considered but only adopted where appropriate. An integrated approach does not require that all the components listed should be adopted, but rather that they be considered, and priorities determined because rarely are budget funds available for everything to be done. Emphasis should be given to the most viable and cost effective components. Integrated rural development projects should consider the inclusion of the following components:
(1) income generating sectors:

· Agriculture, including crop production and animal husbandry and the associated hunting, fishing and forestry

· Manufacturing industry, including workshops, handicrafts, cottage industry, traditional products and products for which the region is particularly suited.

· Trade, including the encouragement of markets for local products, serving other areas, sales through traffic etc.

· Tourism, including agro-tourism, special interest and environmental tourism
(2) Income generating supporting services:

· Marketing of agricultural products, processed goods and locally produced manufactures and cottage industry.
· Storage for agricultural outputs and inputs.

· Transport of people and goods.

·  Supplies of inputs and materials.

· Credit for annual needs, investment and family requirements.

(3) Training

Training is important not only for farmers through extension services but also for encouraging manufacturing industry and tourist development. The educational system also affects skills levels.
(4) Labour Force and Personnel Requirements

The existence of an adequate labour force with the necessary skill requirements is essential. Special provision should be made for the appointment of sufficient state funded personnel, since in many countries procedures for the appointment of state personnel differ from provision for the Budget (i.e. agreed provisions for teachers, medical staff etc. have to be made).
(5) Infrastructure

· Roads: Access and transportation are among the most serious constraints in mountain areas. Road improvement is likely to be a priority in most cases. 

· Utilities: Other infrastructure services, such as water, telephones and electricity are also essential for development and improved living standards, while sewerage can pose problems in mountain villages.

· Irrigation: in arid and semi-arid areas irrigation is the major input for improved farm productivity.
(6) Social Services

· Education: Including pre-school which is important for the labour supply (releasing young mothers for work), primary and secondary. 
· Health: Provision of medical services, notably doctors, hospitals and medical services

· Welfare: Research is needed on welfare needs (care for old and retarded people, social

(7) Recreation

The lack of recreation facilities in rural areas is a major factor causing young people to migrate to urban areas.

(8) Village environment

The improvement of the village itself and housing is important for future survival. Improvements in village streets, lighting, public buildings, and general environment are important for improving village life.

(9) Envi ronment

The environment around the villages and within the region provides opportunities for improvements in income from tourism (including hunting, hill resorts, skiing, agro-tourism, special interest and environmental tourism). Similarly, the built environment such as traditional buildings, also form attractions.
(10) Institutional Development

This is important and includes village leadership, creation of credit institutions, co-operatives, management of infrastructure (small irrigation schemes.)
Organization of Integrated Rural Development

Project Preparation
The lead role in project preparation should be taken by an agency independent of the line ministries, which is capable of co-ordination and directing a large number of other agencies, and which they will accept in this role without worrying about encroachment on their functions. The lead agency should have experience in dealing with multi-sectoral projects and be given the functions, funds and status to ensure co-operation. In many countries the planning ministry or bureau or the regional administration may be best place to undertake the lead role. Alternatively, Project preparation could b e undertaken by independent consultants assisted by Government Departments.
The participants in project preparation should be the lead agency, line ministries, regional/district administrations, local authorities, state corporations and non-government organizations (Chambers of Commerce/industry, farmers organizations, co-operatives etc.). One method of ensuring smooth co-operation is by appointing representatives of the ministries and agencies, who also act as liaison for their agencies. In this way one person in each organization is responsible for seeing that the obligations of that body are met. Unavoidably, however, major issues will have to be dealt with at the top management level, or in the event of clashes, at the ministerial level.

Consultations with the local authorities and local NGO’s are essential, both in informal contacts and formal project preparation. The agreement of local authorities is absolutely essential where they are expected to contribute to costs and where infrastructural programmes run through their administrative boundaries.
The main problems in project preparation involve co-ordination, particularly where there are disputes between agencies as to jurisdiction, and inflexible rules that have not been adjusted to meet the needs of multi-sectoral projects. This is true both of governments and international agencies.
Project Implementation
There are two basic approaches to implementation of multi-sectoral integrated rural development projects: one is the establishment of a self-contained fully staffed and equipped independent organization (perhaps regional development authority) and the other is to undertake the project through existing agencies with a small management and co-ordination unit having overall responsibility for the project. Both approaches have their advantages and disadvantages, but in smaller countries the second project management unit approach is preferable because it is more cost effective.
Self-Contained Implementation Unit: This approach can only be justified with respect to very large projects, in big countries, because it essentially entails the recruitment of personnel for all project implementation activity in all sectors. This is in fact virtually impossible because co-ordination with other departments or agencies and local authorities is still required, and no one organization can cover the full scope of activity envisaged in most integrated rural development projects. 
The integration of such units into the existing administrative and legal structure poses very serious problems, and ministries afraid of encroachment on their jurisdiction may be uncooperative. This type of structure is also costly, and complex since it is unlikely that line agencies and local authorities can be altogether excluded and there may be duplication of activity. The main problem, however, is in ensuring project continuity, maintenance and further development when the project is completed and the special self-contained unit disbanded.
The great, advantage is that much red-tape and effort is made unnecessary and project management has considerable powers to move quickly with project implementation, because the unit’s dependence on other organizations is minimal. This approach is suitable where Government administration and technical capability is weak.
Coordinating Management Unit: The establishment of a small management co-ordination unit is more cost effective because it involves the recruitment of only a small nucleus of staff around a project manager, with responsibility for ensuring that all the line ministries and other agencies fulfill their commitments to project implementation within the budget allocation and the time schedule for implementation. The main problems arise because the authority of the unit may be challenged. 
This can be overcome by ensuring that the Project Manager has sufficient status and authority assigned by the Council of Ministers and is independent. It is essential for the status and control of the management unit that it controls all project funds and assigns them to line ministries and other agencies. This provides an incentive for good co-ordination.
The great advantage of this approach is that it ensures continuity since implementation is undertaken through existing bodies. It is most suitable, however, where Government administration is strong.

Essential Conditions for Implementation:  The essential conditions for the organization of the implementation effort are as follows:

· Clear authority for project management to do the job of implementation.

· Instructions to ministries to cooperate and assign representatives and/or liaison officers.

· Control of the project budget by project management.

· Priority to be given by ministries to the project components.

· Appointment of a very good, full-time project manager.

.

Conditions for Success: The experience gained from integrated rural development projects suggests that the conditions for success are as follows:

· Strong government commitment to the Project.

· Effective administration in place at central government, regional and community levels.

· Good project preparation.

· Clear objectives must be set with respect to short and long term objectives and component.

· A good, full-time, project manager must be appointed.

· Flexibility in implementation.

· Authority for implementation must be given to project management.

· Good co-ordination and co-operation by all ministries, departments, agencies, local government and NGOs is essential.

· Project management must have overall budget control
· The project should be economically viable, at least with respect to its productive components.

· The project should be cost efficient.

· Local resource mobilization is important for self sustainability and development impact.

In addition to the aforementioned it is necessary for the project to bring about a change in the perception of the project area, from disillusionment to and optimistic assessment of future prospects. This is essential for there to be sufficient investment for self-sustained growth. 

Advantages and Disadvantages of Integrated rural development

Advantages 
Integrated rural development involves a concerted effort to encourage the development of delineated rural areas, in line with national programmes and objectives, but entailing a concentrated effort over and above national programmes. The advantages over national programmes are: 
a. The concentration on effort for improvements in one area at time.

b. The design of programmes and the combination of schemes specifically suited to conditions in the area, which relate to the problems, potential and conditions of the region.

c. The strengthening of local institutions and the encouragement of further (self-sustained) growth.

d. The possibilities for cost effectiveness arising from the concepts of comparative advantage and the identification o f linkages between sectors.

Disadvantages
The disadvantages are the high cost in terms of national budgets, the budget constraints inhibiting the repetition of the experience in other regions, and the problem of determination of priorities between regions. Because of these factors repeat projects in the same area are difficult because other regions are anxious to get their turn for attention and investment. In general the investment involved in concentrating on one region at a time poses exceptional pressure on the budget because national programmes for rural development cannot be curtailed, and consequently expenditure over and above is required for the development of specific areas.

Another major disadvantage is the complexity of integrated projects which require inputs from many different departments, agencies and organizations. Good co-ordination is therefore the key to success both with respect to preparation and implementation. 
Review and Discussion Questions
1. Discuss the different strategies of rural development. Which one do you think is/are more preferable to Ethiopia? Justify
2. State the meaning of Green Revolution. Explain shortly it advantages and disadvantages in a developing country

3. What are the socio-economic and environmental impacts of Green Revolution?

4. List and elaborate the mechanisms by which Community Development Program is attained

5. State the achievements and failures of Community Development Program

6. Discuss the meaning and objectives of Integrated Rural Development
7. Elaborate the components of Integrated Rural Development
8. How can Integrated Rural Development be implemented?
9. Explain the advantages and disadvantages of Integrated Rural Development
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