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HUMAN RESOURCES IN RT{AL DEMELORUPT:
 
SOME THEORETICAL ISSTSESi
 

by 

Derek 13yerlee 

The traditional approach to dieveopment and an approach still widely 

practiced by planners, emphasizes growth of (PIT as the overriding goal 

and assumes that physical capital is the lUrmiting factor. With increasing
 

unemployment and inequitable income distr.bution in many IDC's, 
 there has
 

been a shift in emphasis toward employment or human resource oriented
 

strategies of development both because (a) unemployment constitutes a
 

waste of resources that LDC's can ill afford!/ and (b) increasing employment
 

by increasing returns to labor is one way of reducing incane disparities. 

Much of the concern about unamployment has focused on the unemployment 

of predominantly young school-leavers in urban areas mny of whom have
 

migrated from rural areas. In the light of the dim prospects for increasing 

employment in urban areas and the theoretical analyses of Harris-Todaro 

and others, emphasis has shifted toward "rural development," as a means of 

reducing rural-urban migration and alleviatiVg urban unemployment. To be 

more explicit we define the terms "rural development" as presently used, to 

include three characteristics which distinguish it from traditional approaches.
 

First, rural development is evaluated in terms of a number of people oriented 

goals--income, income distribution, education, health, etc. Second, rural 
*Notes prepared fcr A/D/C Conference on Human Resource Investments in 
Rural Development, Vanderbilt University, May 18-19, 1973. 

l/In addition, because on-the-job training is important source ofan 
human resource investments, total human resource investment may be less and 
even "depreciate" as a result of unemployment. 
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Figure 1. A Framnework for Analysing Human Resource Investments in Rural 
Development. 

Source: Adapted from Derek IByerlee and Carl K. Etcher, Rural Employment,Migration and Economic Development. African Rural Employment 

Paper No. 1, Michigan State University, September 1972. 
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development considers all economic activities in rural areas rather than 

just the agricultural sector. 
It includes household activities (e.g.,, 

house construction, food processing) and nonhousehold activities such as 

trading and small-scale industries and creation of physical infrastructure, 

Third, rural development recognizes that human resource investments 

are an integral part of the development process.
 

The conceptual basis of the African Rural Employment Project at 

Michigan State University encompasses these dimensions of rural development 

with particular emphasis on rural labor utilization. (See Appendix A for 

a brief description of the project.) 
 This framework provides a convenient
 

basis for organizing our discussion of theoretical issues in the role of
 

human resource investments in rural development (see Figure 1). 

The Demand for Human Resources 

The focus of the Rural Employment Study is the rural labor market; that 

is the dete.mination of the allocation and -emuneration of human resources
 

(i.e., labor and associated humnan capital). Particular emphasis is being
 

given to demand factors which affect the utilization of human resources in 

rural areas in both agricultural and rural nonfarm activities (Figure 1). 

Intensive micro level studies will be undertaken over a 12-month period in
 

several countries to determine the effect of alternative agricultural pro­

duction systems and technologies on the demand for labor.-/ 
 In the rural
 

nonfarm sector similar micro-level studies are planned to analyze the effect
 

on labor utilization of (a)the demand for the output of the nonfarm sector,
 

(b)the choice of technique and (c)supply of factors of production
 

particularly skills and entrepreneurship.
 

1/For a discussion of the methodologies and problems of micro-level
 
research in rural areas, see Spencer [1972] and Norman [1973].
 



These detailed studies will enable us to move from a static to a more
 

dynamic analysis of the rural econormy. For example, particular interest
 

centers on the potential for employment in the rural nonfarm sector and its
 

relationship to agricultural development strategies. 
 It is hypothesized
 

that policies which increase the income of small farmers will have a
 

favorable effect on the demand for labor, intensive consumer goods produced
 

in rural small-scale industries.! / The micro-level studies will also pro­

vide a basis for evaluating the impact of national policies such as factor
 

pricing policies on labor utilization in rural areas. 

Rural-Urban Iilifration 

A major component of the Rural Employrr.nt Study is research on rural 

to urban migration as the link between rural and urban labor markets and 

an important policy issue in most African countries. The rural-urban 

migration research is based on the concept of migration as a human resource 

investment where the returns to the rgration investment are central to 

the migration decision.-/ 
 A unique feature of the research will be inte­

gration of the research on migration with the r.'dcro-level research on 

agriculture and the rural nonfarm sector, in order to provide data on rural 

incomes, etc. collected over a 12-month ptriod.3-/ In addition, the migration
 

research will be oriented to i olicy analysis. In particular, since private 

returns to education in rural and urban areas are known to be a critical 

variable in the migration decision, considerable attention must be given to
 

the impact of rural educational policies.
 

l/The potential importance of' the rural nonfarm sector in rural 
developments is discussed by Liedholm [1973].
 

2/See Byerlee [1972] for a discussion of theory and methodology for
 
research or rural-urban migration. 

3/The steps in constructing such integrated micro-level research 
for policy analysis are outlined for the case of Nigeria in Appendix B.
 

http:Employrr.nt


The Supply of and Investments in Human Resources
 

The research planned by the African Rural Fploymnent Study will
 

provide improved theory and methodology for analysing human resource
 

utilization from the demand side. 
Only in such cases as the analysis of
 

skill restraints on small-scale industries, and of migration, wirlll human
 

resource investments be explicitly considered. 
In a more dynamic analysis
 

of the rural labor market, evaluation of human resource investments (i.e.3
 

population growh, education, knowledge, skills and health of the labor 

force) would complete the supply side of the ]abor market as in Figure 1. 

At least three general approaches have value in evaluationg human 

resource investments.
 

(!) If the output of human resource "industries" can be specified
 

in physical terms (e.g., literacy rate, successful medical treatments),
 

methodologies are available to allocate resources efficiently to
 

produce these outputs. However, such an approach, except through a rigid 

manpower requirements analysis, is not particularly useful in relating 

human resource investments to the labor market.
 

(2) The private returns to hima!n resource investments can be camputed­

particularly for forrial education. Such an approach has value in aralyzing
 

the impact of alternative education policies on rural to urban migration.
 

In fact any policy which increases the private returns to education in
 

rural areas (e.g., through oritentation of curriculums toward rural vocations)
 

is likely to be one of the most effective means of reducing out-migration.
 

Furthermore the private returns approach provides an indicator of the impact
 

of human resource investment on income distribution.
 

(3) In evaluating the impact of human resource investments on income,, 

the measurement of social returns in a human capital framework is relevant.
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There are, of course, conceptual problems in measuring the cost and benefits 

investments particularly when there are complementaritiesof human resource 

between these investments which give rise to externalities (e.g., where 

improved nutrition is associated with education). 

Given that rural development involves a multiple 	of objectives, each 

returnsof these approaches has potential value. The private approach is 

useful in analyzing .irration and income distribution. The physical output 

approach recornizes that human resource investments are in themselves an 

objective of rural development whYile the social returns focuses on the 

traditional approach to allocatinr investments (human and physical) 

(andefficiently to maximize income. A combination of these approaches 

perhaps others) may be most useftil in evaluatinr huran resource investments 

between the various objectives of ruraland. particularly the trade-offs 

and incometrade-offs 	 resourcedevelopment (e.g., 	 between hu.man investment 

which at some point, i;ust exist). 

Toward Dynamic Analysis of the Rural Economy 

Returning to Firure 1, we note that the above discussion has focused 

on the supply of and demand for hLman resources as they interact in the 

rural labor market. A more dynaimc analysis of the rural "system" would 

consider other direct linkages; between human resource development and the 

rates inagricultural-rural nonfarm economies. Thus, population fgowth 
labor a 	 the agricul­onaddition to increasing the force have direct inpact 

tural sector throur-h the demani. for food. 

On the other hand, there are various "feedback" affects of the 

human resource investments,agricultural and rural nonfarm economies on 

Agricultural production and processing activities 	influence nutrition,
 

health. etc. throufrb (a) the tynes of subsistence 	crops grown, which to 
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some extent reflect scarcity of resources; (b) the market price of food;
 

and (c) the income of rural people. 
Likewise the demand for education is
 

determined in large part by the private returns to educationi/ and the
 

income of rural households. In addition, there is now some evidence that
 

income distribution may be one variable influencing population growth 
rates.
 

Finally rural development is only one aspect of economic development
 

and a dynamic analysis should relate the rural and urban sectors through
 

product and factor markets. Rural-urban miratior. is clearly one important
 

interaction but 
 the price of food, the demand for urban goods by the rural 

sector, etc. all influence the development of the urban sector. 
Within this "systems"? approach we car. view rural deopment as made 

up of interacting subsystems or sectors, specified here as (a) the agricultural 

sector, (b) the rural nonfarm sector and (c) the hiuran resources production 

sector. We can analyze each of these sutsystems independently, but in a
 

truly dynamic analysis, the interactions between the various subsystems are
 

of prime importance. 
 Here our theories are less xell developed, particularly 

in integrating human resources industries and conventional econanic sectors
 

such as agricultLure. Nonetheless, s2arce resources 
 still have to be
 

allocated and policies evaluated 
with repect to the various objectives of
 

rural development. Systems simulation techniques 
offer an appropriate 

method for analyzing interactions and feerd,,acl, effects 1between sectors,
 

but much micro-level research is 
 required to provide basic structural and 

behavioral relationships for such an approach to be operationally usefull._/
 

l/For example, in Tanzania primary school attendance recently droppedby 12 percent in response to increasinc unemployment of school-leavers. 

2/-An examp] <: of this approach is Nigerian Simulation model although withthe exception of nutrition there was 
a notable lack of emphasis on human
 resources in this model. 
 See T. J. Manetsch, et. al. A Generalized Simulation
Anroxach to Agricultural Sector Analysis, Department olr Agricultural Economics,
Michigan State University, 1971.
 



7
 

As in the analysis of the demand for human resources, intensive micro-level 

research over an extended period (e.g., enumeration of rural households
 

regularly for a 12-month period) may be necessary to analyze human resources 

investments and intersTate human resource industries into the broader con­

text of rural development fo7 p;oli.cy analysir. Ir this rerpect there are 

likely to be ma'ny corplementrit;es from jnfe[Tatinr micro-level research 

on human re.-ource -nvestmentr with ,icro-lev l reseorch on agricultural 

production, the rural nonfmrn econony a.d mi ration. i / 

/ For example, studies of nutrition could be conducted in conjunction
with alvicultural production and rural household consumption studies. 

http:p;oli.cy
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APPENDIX B 

INEGRATED MICRO-LEVEL RESEARCH ON RURAL 

LABOR UTILIZATION: THE EXA LE OF NIGERIA* 

The research on igeria will focus on the Middle Belt food producing
region separating the tree crop zone of the South zonefrom the savannah 

of the North. During 1973 and 
1974 the research effort .ill be concentrated 
in Kwara State ith a population of about 2. 5 million people. During 1973
approximately 300 fiin-househo! in 14 vil] ares are be.ing surveyed, primarily
to provide data on agzricultural production. Durin" 1971; more indepth studies 
will be carried out in three siecial res of inte.rest, (a) labor utiliza­
tion in agroiculture, (b) the rural nonfalnn sector and (c) rual-urban 
migration. In each case data will be collected at weekly intervals over 
one crop year of 12 months by eni.erlators stationed in the villages.

Furthernore, as far, as possible the same samrle wrill be used to provide

data on all three ccmponents of the research (i.e., agricultural production,

nmral nonl'am sector and out-migration). 

(I) Nvricultural Production 

The aim of the aricultural rroduction studies is to obtain detailed

profiles of incoue., labor utilij. ation and prcductivity for farms under
 
var'ious production systems, technoio<ies, farm sizes, etc. This wrill provide

information on the utiliation and underutilization of factors of pro­
duction, particularly labor and the substitution between factors of 
production (i.e., land, labor and capital). Finally the Lpact of a)

policies to promote technological, biologica and mechanical change and

b) macro-economic policies such as taxes will be evaluated with respect to
 
inccme, income distribution and em loyment. 

Data will be collected on inputs, particularly labor inputs, outputs,
prices, etc. in small and larae fa, s. Particular attention will be given
to the allocation of labor tim e by f-arners to nonfa-mi activities, both 
within the household and off-fam i. Tis will emable a measure of the
opportunity cost of nonfarrm labor and of the impact on farm labor supply 
as agriculttu-al activities become more profitable. Finally, information 
will be obtained on the decision maj ng behavior of' farmers particularly
with respect to the security motive. 

(2) Research on theRural Jorfarm Sector 

Tw.-o types of studies w.,ill male up the research on the rural nonfarm 
sector; a) consmnption studies and b) small-scale industry studies. 

*Adapted from urral i.'.ployment in Tropical Africa: A Network Approach 
Plan of Work for FY AIh Flesearch Contract csd/3625, Michigan State 
University, 1972. rlhe Nigerian research team includes Drs. S. 0. Olayide,
S. Essagg, 0. Orimbwora, F. S. Idachaba from the Department of Agricultural
Economics, University of Ibadan and Drs. D. Byerlee and C. Liedholm,
Michipan Stt lnim-r!!zi ti 



The consumption studies will be designed to measure the income elasticity

of demand for the outputs of the rural nonfarm sector. Detailed enumera­
ticn of rural households iill be undertaken over a one-year period to
 
determine the consumption of locally produced Foods and imported qoodsc
(i.e., goods from Luran areas or abroad) by income class. The studies 
will be stratified to analyse possible variations in income elasticities 
with household income to enable testing of the hypothesis that lower
 
income households tend to consume locally produced labor intensive gcods.
 

The small-scale industry studies are desivned to provide information
 
on inputs and outputs of various types of smnal-scale industries found in
 
rural areas (e.g., tailoring, reta)_i]ir.-:, carpentry, etc.). As in the 
agricultural production studies there is parti.cular interest in the choice 
of technique in these industries and the extent to which it is affected
 
by factor pricinG policies. Paso possilie Pnurly constraints on the
 
expansion of these industries such as credit ard development of entrepre­

production studies, data 

neurship, i,,illbe examined. 

3. Research on Rural to drban 'isration 

Research on 
and urban areas. 

rural to urbhan K-aIn bhe 
In rural areas in conjunction 

conducted in both rural 
.iththe apricultural 

will he oviected or :ural incomes stratified by
age, sex and education. In addition names cf people who have mirTated to 
urban areas will be obtained to ertbie "to.nce'n" studies. In urban areas,
both in and out of .Kwara State, migrants fr a,,,:aar "tte includ:in!r 
those identified in the "tracer studies". 
 il be interviewed over'a
 
period of three to six months to obtain %Jataon hourcs wor!cd, income, 
occupations, etc. again stratified by age, ce: and education. 

Finally, I nformtion flows and renittances of income between urban
and rural areas will be obtained. Cn the basis of jimroved theoretical
and eTpirical knowled,-e of mi,-ration sUe uatita-tive estmates will 
be made on the impact of various policies suich as asticultural taxes 
and urban minimum wages on off-farm mirgtion. 

4. Integration and A1greqation of Results 

The micro-level research AiL e-rve as a basis for constructin , a
policy-oriented model for argrevatn< e 0o-ievel research and 
exploring the implications of oanonx i<oes, rural-urban liriasesfnr f 
and interregional linkages for rural aploy"ment and develooprent. it is
planned to begin with the use of edV'c (2] arnalytical framework 
and linear programinng techniques to explore the production possibilities
for the various types of aeicultural and nona7ricultural output for given
factor endowments. 

Later, a more dyramic model will he deve~ooed to move in stages from

this comparative static analysis to dynamic analysis where the effects of
 
population groth, demand changes and technoloQgical change can be explored.
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