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CONCEPTUAL OVERVIEW PAPER ON RURAL DEVELOPMENT

INTRODUCTION

There is now a widespread view in the development community that the
goal of developing country efforts should be a substantial improvement in
the productivity, health and skills of the poorest majority so that they
will share equitably in the benefits of development. This view is clearly
expressed in AID's present congressional mandate, In accordance with that

mandate, ATD will place great emphasis on the rural noor,

For operaticnal purposzs, the "rural poor" in developing countries
can be defined as those persons living largely ouside of or at the lower
income and of the modernized sector and not in major cities, We assume
that in Asian and African countries, bdut to a lesser extent in Latin
America, these groups constitute the "poorest majority" referred to in the
lepislative history of the FAA, 1973, They include small semi-monetizcd
and subsistence farm or pastoral fst Families, landless laborers and thefr
Familles s plus eraftsmen and the unemployed and undercemployed In market
towns and small cities in the rural hinterland. In addition, if rural
programs are to reach the rural poor ALD will also need to work with some
whose income may be somewhat above the level of the poorest majoritv but
whose activities are essential for rural advance, especially small and

tiny non-farm entrepreneurs.

AID's approach to rural development is to provide effective financial
and technical support for selected country operational and research

programs which seem likely to enhance the productivity, health and skills
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of the rural poor. AID is already engaged in this work in a number of
countries and through a number of research projects. AID is also trying
to increase the in-house and outside expertise available to work on these

problems.

An ambitious but feasible operational target for AID is for the

agency to demonstrate by the end of FY 1976 (FY 1977 Congressional presen-

tation) a response that would include:

1. In all countries interested in rural development programs focused
on benefitting the rural poor, AID participation of a clearly constructive
nature in light of the local circumstances.

2. In countries whose governments are not interested in such programs,
the definition of a USAID approach to increase the interest of the govern-
ment in such activities.

3. The assurance of an agency capacity to respond to request for

2

rural development assistance in a manner consisteny with the latest

"gtate-of-the-art."

The purpose of this paper is to provide practitioners with a prelim-
inary conceptual overview of current thinking on rural development. Part I
sets out in very general terms some of the theoretical assumptions derived
from the literature and the evolving body of AID experience which underlie
current AID/W thinking about rural development. Part II sets out some
strategic assumptions about the nature of rural development assistance,
roals, target groups and the setting of national LDC policy within which

the desired approach to rural development can be expected to function



effectively. Part IIT sets out some major issues common to many rural
development programs about which there can be uo agreement or pencrallzatter,,
These are some of the areas of critical fmportance which must he resolved
locally. 7t is important that these issues be explored in any ciase so

that the best solution achievable in the given case can be identified.

Part IV explores the elements of the broadened rural develonment concept,

The discussion emphasizes the more recent concepts and extensions of the
scope of rural development. However, it should be understood that the

new concepts are largely additive to AID's traditional concerns witr agri-

cultural production, technology transfer and institution building.

This statement should not he regarded as "policy". The policy will
emerge as a consequence of dialogue hetween ATD/W and field missions on
the matters addressed'by this paper. The FY 75-76 guidelines and field
budget submission responses thereto were the first stage of this dialogue.
This paper carries on that dialopue.

In the near future, a number of papers will be circulated
to the field which will go into many of the subjects mentioned in this

paper at greater depth.

The usefulness of these papers depends more upon their ability to
initiate rethinking and discussion than their "objective truth" or direet
applicability in any given case. Feel free to use or reject any part of
the document. We would appreciate your comments and criticisms so that
later versions of the paper will reflect a broad range of knowledge aud

experience in the agency.
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I. Theoretical Assumptions of Rural Development

Until quite recently, the dual goals of increased production and
equity might have been considered inconsistent. Current thinking, however,
suggest that these goals are not only compatible hut thgt questions of
employment, income distribution, and increased food production are inter-
dependent and must be addressed simultaneously. The current thinking is based
on a body of experience and theory which has developed in the past few years.”
On the basic of thesce materials, the following propositions or assumption:

on rural development are vipwed as basic premises for AID program planning:

1. Assuming that small farmers have adequate access to production
inputs, technology, the financial system and the market:

a. Output per acre will be higher on small farms
than on larpe farms.

b. Production will be incrcased at the lowest
capital cost,

c. The largest possible number of jobs will be
created (small farm, labor-intensive agri-
culture creates more emplovment than any other
economic activity.)

d. TIncome distribution should be improved since
large numbers of the poor will be increasing
their incomes.

*A paver summarizing the evidence on the economics of small producers is
nearing completion and will be distributed shortly.
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2. Adequate access to the four elements (productlon Inputs,
financial system, the market and technology) of a high
productivity-rising irceome agricultural system normally cannot

be achieved without viable local institutions.

3. Development strategies aimed at increasing the productiv-
ity of farmiang through capital intensive meaus and through large
farm methods do not produce optimal overall prouwth results because
income effects tend to favor the wealthy, food production tends te
be less than optimal, employment creation is limited and the
potential effective demand for food and other basic products is

curtailed,

4. Small producers can be expected to have a fairly high
marginal savings ratce if they own or control (through reasonable
contractual arrangements) thedr own farms or husiness firms, even

LL per capita income fg low at the startinae point,

5. Creation of both farm and uon-farm jobs In rural areas
increases demand for commodities and products which facilitate
the growth of markets at all levels of the economy, promotes a
better distribution of population in & range of uvban centiers
from small market towns to metropolitan centers and favorably

affects the quality of life in various ways throughcut the LDC

society.
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6. Programs aimed at increasing small farmer productivity
are successful only where farmers' incomes can be substantially
increased and their risks reduced. This usually implies
introduction of agricuitural techology which is new to farmers
though often not new to agricultural specialists. 1In cases
where technology currently in usc is not sufficient to yileld
significant productivity and income gains, introductior. of new
technology is essential if programs in credit, extension and

such are to be eflveative in increasing productivity and incomes.
ap y

7. There are many categories of industry in which small
firms are as efficient as, or more efficient, than large firms.
Mony of these industries can be economically viable in the

small-slzed economy of market towns and small citles.

8. Firanctal Institutions and Intermediaries are needed
not only to provide rural credit but also to mobilize rural

savings,

9. Subsidized interest rates are generally dysfunctional
and are particularly harmful to the interests of the large

mass of poocr and marginal farmers.

10. Gedgraphical factors, including distance, significantly

affect transportation time and costs, risk assessment, and the
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cost of obtaining information about distant markets.
Geographical factors must be considered 1n rural development
planning., Spatial relationships are critical to design of
action programs, planning ol resource allocation and creation

of urban-rural linkages.

10. Geographical factors, including distance, significantly
affect vransportation time and costs, risk assessment, and tre
cost of abtaining infcrmat ton about distant markets and must he
considered fn rural development planning. Spatial relationships
are critical to design of action programs, plauning of resonrce

allocation and creation or urban-rural linkagpes,

11. Market town- and district urban ceuters are essential to
facilitate the flow of inputs and outpurts, They also form growth
centers where small rural industry and services can create non-

anvicultural jobs in rural areas.

12, The simultaneous availability of a minimun pacrage of
cerrain services and foecilities appropriate technology, finauc-
ing and markets, must bLe assured if small producers are to Le

ascisted.

13. Tow cost rural transportation networks, utilities and

land improvement are critical physical factors of supatial planiing.

14, The existence of profitable agricultural production
opporturities does not assure that those opportunities vill

be exploited, nor, if exploited, that benefits vill be
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equitably distributed. The capacity to organize rural people
to exploit such opportunities is a very important element in
achieving potential production increases and an absolutely
cssential elemeut in  ssuring equitable income effects from

those opjportunities.

15. Rural development wmust be carried out in extraorui-
narily complex social, cultural, economic, political, histori-
cal framework which in each country has shaped the nature and
degree of deviation fron tihe desired norms set forth above,

The interactions and interdependencies cf these complex

clemer s make it hig iy unlikely that any single intervention
suelt as inereasing small farmer credit or introduction of a

new technology will be effective 1n isolation. To the

sontrary, the performance cf the system ns o vhele requires a
rather large number of clements functioning effectively and
within a supportive notional policy structure in order to pro-
duee significant advance, Thus, in most cases, ope cannot

think only of identifying spacific constraints and relieving then
aw a strategy for rural development. To the covtrary, it is the
capacity of the system as a whole ratiter chan isoiated parts
which must be the focus of attention in planning. However

an assessment of an LDC's current system mav reveal a few
critical parts whose improvement will make th.¢ whole work a

great deal better for the benefit of the rural poor. TFurther,
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broad-scale changes in the system as a whole cannot be induced
quickly. Rather, changing the system must Le regarded as a

gradually evolving process.

While the foregoing propositions are not all regarded as conclusively
proven and may not in certain specific cases bhe applicable, they may in
general terms be regarvded as underlying propositions on which AID country

strategy may be formulated.
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(1. Strateple Aspumptfons of Rural Development Programs

AlD rural dc@olopmnn‘ activities In the past have been carried out
in the contevt of stratesies dominated by a set of concerns primarily
defined in economic terms such as increase in production, improvement
in balance of paynents and so forth. The new thrust toward dual equity/
production puals raises some difficult problems of articulation of
objecties,  Ltoted simply, where AID is providing assistance, it wants
to suppourt local efforts vo improve rural conditions in developing
countries.  In order to dimprove rural conditions, LDCs may need to make
many econemic and social chanwes,  Vavious elements In local and national
cconomic and social systems must support cach other, and overall relation-
ships amony them way be more importan: than individual projects viewed
sepatately.  Tn order to improve performance, LDCs must change many elements

of the cverall system. Given this "systemic" vlewpoiut, AID can begin to

formulate some assumptions on wiich AID;s rural development stratepies in

b premiscd:

L.DCe can
1. Rural develepment is a description of an LDC policy,
not an AID proiect or program as such. AID hopes to help the
country viow its rural development problem in comprehensive
terms.,  Within the context ol a systematic wursl development
proyram. AID will suiport one or several cloments of a

developing country's program. Iudeed, rarely would AID

support all aspccts of an integrated rural development program.

?. The goal of rural development is a system which

supports self-sustaining growth by promoting profitable farm
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and non-farm productivity increuases coupled with cquitable

distribution of the beuefits of thet productivity.

3. The target groupe of rural development are persons
livipe in villages, market towas, and small cities whose
incomes are low velative to those living in the modernized
sector. ‘They include naoli Marmwers, pastoralists, landless

laborers, artisans, ~ra‘tsmen and small businessmen.

4,  Rural duovelopneat must be carrjed out within a

iamewerk of nationsl policy which iy suppovtive of self-
gencrating grawt in rora arcas.,  The set of policies neces-
rary and sufficient to carry out the objective will vary from
case to case.  llowever, gorme minlmurn set of LDC porernment
poltoies and commitment to rural development must exist or
neither povernment ror ATD prograns are Ilkely te achieve
the intendsed results.  The tolooawiap areas of policy concerns
are amony those which wirt sipoiiwcantly affect the
effectiveness of any rural daevelowment .ctivity. In the real
world it is, of rourse, somowhat unlile’y Lhnt mar, govern-
ment s wonld have establiss b oev Lo werndre tovard a1l of rhaese

policy poals sir:itatecunly,
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A. lnvestment Priorities Investment priorities sheuld be
balanced between interests of urban
and rural populations rather than

promoting rural subsidization of

urbai industrial investment.

B. Spatial Planning National planning on a sectoral
basis shenld he broadened to include
spatial considerations in the alloca-
tion of investments and the design of

action progivaue,

¢. Growth Centers Planning stratepies which prownote
economic growth at one or a few major
urban centers should be shifted to a
policy that wiil strengthen the
cconomies of regional cities, district
centurs and market towns through a
concerted effort at raising the produce
tivity and incomes of reral gupulations
arc Jdeveloping, services and industries

cuppoeri o, rural populations.

. ‘Target Population Rural development policies zinuid be
directed priwmas ily at smill farmers, herders
artisms, lubor intensive industry and

service wvorkers in villages, market
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towns and gmall cities rather
than at large scale capital intensive
comnercial farms and cap  al Intensive

"agro-industries' located In bip clities,

Policiles shoul.i gfve more emphasis to
production of food for domestic use and
exnansion of «domeatic markets rather than

favoring prodaction {or cxport.

The development of technoelogics that

are ecoromically and socially appropri-
ate to the conditions of the counlry
should be favored over the in' roduction

of standard advanced Western technolopies
In agricultural production and manufactur-
ing. linkages to international rescaveh
networks should tacilitate the develop-
ment. of technelog appropriate for the

country's apricuiture,

Improvements on land managenent practicues
and ~mall scate drrigation shorrld he
favored over laree scale rosettlement,

colonizat ion and irrigation proegrams.
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Emphasis should be placed on environ-
mental sanitstlon, preventive medicine,
eradication of endemic diseases,

improved nutrition and family planning
based on rural clinics, para-professionals
and traditional rural health practitioners
rather than on the provision ol costly
personal medical faciliti..s based on
highly trained professional staff and

Western~tvpe hospitals.

Programs preparing adults and children
for productive work in rural and smaller
urban centers vhbould be favored over
education oriented predominantl; te big
city nrofessional and sub-professional

careers.

Transpert investment should focus on

the development of low-c. 3t rurtl trans-
port networks with tho objeccive of
providing farm to ue ket access and
achieving close: linkages awmong smaller
cities and markeu oms and link:ag
these rural netwerke with wain reilroad

highway and air facilities,
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Policies should support the objective of
keeping surpluses generated within farm-
ing localities primarily for reinvestment
for the benefit of local populations in
those same localities. Policies which
result in intersectoral aund inter-
regional transfer ot ecconemic surplus for
the principal benefit of city populations

should be discouraged.

Emphiasis should be placed on processes
which link central planming with cifective
implementatinn at the local level and
which facilitate feedback of information
from the base level to the center rather
than processes in which planning is
separated from implementation nnd in which
the needu of Tocal populations are
determinea by central authoritv., "Beotuom-
up" flows of information .nd de._i=sfons
should he emphnsized over exclusively top-
dovn direction and contiol. The capacity
of planning authorities to diagnose
problems in light of accurate information
on local conditions should be emphasized

in order to harmonize local and national
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interests. If at all possible, bringing
people into a participative role in mak-
ing decisions affecting their lives and

welfare should be encouraged.
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ITI. Rural Development Policy Issues

In contrast to the areas dilscussed in Part [ above concerning which
there is justification for the assertion of generallities, Section 11
will focus on aceas vhere there is less consensus on theory and
practize. In many respects, however, these areas are among the most
important for careful examination in project design and implementation.
Further, these and similar "unsettled" areas of practice are most in need
of examination in light of experience. Therefore, we wish especially to
emphasize the importance of your providing the benefit of your experience
and observations in thl: connection by letter or airgram to the WORP.
The iesues listed are ot particular impnrtance; but they do not constitute

an exbaustive list,

1. Focus of_Resources
substantial beneflits flow from assuring the simultancou- .avall-
ability of all basic services in a particular area. When all major
constraint s usre relieved synergistic effects are maximized and resources
agpplicd have thelr highest benefil potential. However, given constraints
on tesoviceg, intensive integrated programs usuallv cannot be startced in

all arvas of a country. This can cause a real dilemna for LDC planners.

One approach to vesolving the policy problem {(following

A.T. Mosher's book, Creating a Progressive Rural Structure) is to divide

preetential areas of rural development activity into four classifications,
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a. Lands of immediate high potential for agricultural
growth,

b. Lands of future high potential for agricultural
grow* h.

c. Lends of low potential for agricultural growth.

d. Spa:sely populated non-agricultural rural lands.

Programs can be developed which provide incremental rural development

program clements such as the following:

In areas with low growth potential, focus on rural wel-
fare programs,

In areas of future potential for agricultural growth,
focus on rural welfare plus regional research, land
development and initiation of organizational and
institutional development.

In areas with Ligh potential for immediate apricultural
growth, carry out programs including all the foregoing
plus intensive introduction of new labor-intensive
tcchnology but with lower investment at the outsat in

rural welfare activities.

Using this approach, all regions of a country can get some benefits while
emphasis is placed on productivity increases in high potential areas in
the short run., Some income increases from higher GNP can be taxed to

expand programs in lower potential areas.
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is
Another approach ro inteyrated rural development/to start in wide

arcan with one or several programs, such as rural publfic works. Addj-
Clonal program can be added as rapidly as money, tralned manpower and
institutional resources permit. In this "extensive" approach, integrated

tural development is a target to be worked for over a period of years,

2. The Appropriare Mix of Public and _Private Activities
In the public-private responsibility question, there can be no
generally "correct" answer. But the search for a feasible solution in

any given country is a critical problem.

The question of which acrivities will be public respons hilities
and which will be left toprivate activity within an overall rural develop-
ment program is {raught with political and Ldevlogical consideration.
Foreip. influenco is likely to be minimal with respect to such decisions

and LDC decisions con such matvers often miust be taken as given.

Where feasible, it seems desirable to encourage leaving to private
vresponsibility those activitics which the private scctor can handle well.
In some caice, it may be poussibic for an 1.DC govirnment to retalr responsi-
bility until an activity or a urit can be "spun-off" to che porvate sector., .
cor exaunle, a government agency might retain vwsponsibility for servicing
Tocal cooperatires to help them become viable business enterprises.
Gradually, as cooperatives learn low to manage their own business, they
~an buy and sellin the private market., Federations of the local orpaniza-
tions can be formed to take over the functions initially performed by

sovernment agencies.
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3. Sequence of Developm at Activity

Considerable attentlon has been given to the question of whether
the sequence cof development should focus first on generating marketable
outputs and higher incomes and later on the provision of social services
or Lo attempt a balanced approach providing resources for both increasing
output and providing social services dmultaneously. There are advantages
to both alchough many experts now believe that the production/income
increase activitics should lead the provision of social services.

Limited experience with decentralized decision-making supggest that local
groups, such as the local council, farmers cooperative or irrigation
gusociat iong, also give first priority to {ncreased income, so lcag as
more or less all producers can share in the increase. Essentially, wel-
fare oriented rural programs tend to be associated with skewed land
distribution systems or elite-dominated communities in which welfare
(primary schools, rural clinics, small production loans in which full
repaviment is not expected) is a substitute for income opportunities for

the poor,

4. ‘the Organizational Unit of Rural Development

Should the focus of rural development assistarce octivity be
upon villape and kinship groups or upon farmer orparizations organized

as cconomic units?  Village or kinship groups are useful units of develop-
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ment assistance activity because there is trust and faith in local leader-
ship and 1local people are familiar with local customs. On the other hand,
efficiency, economies of scale, optimal utilization of trained manpowur,
access to marketing opportuniti s and so forth may best be served by
using larger areas such as village clusters which are roughly the
equivalent of "counties" or "townships'". Where it is feasible to combine
the two approaches ecffective bY functions can and should be distributed
between the two levels, For example, managerial and investment
aspects ol [armer organizations might be assigned to an »rganization
representing as many as several hundred villages while implemcentation of
specific activites such as screening credit appllcations mipht be the
responsibflity of Individuals indigenous to each village who are glven
Jow-level (raining. Other functlons, such as the introduction of new
technologics in financial administration may involve people from both
levels, such az a qualified extension agent at the higher level working

in each village with "villager extension agents."

-+ Jralning Issues
Uue common issue i training is whetlier manpover requirements at
the villase level should be filled by outsiders., The latter are a.ways
faced with the problem of goining the trust of local people. ‘Another
issec 15 chether the content of training courses i< designed for the jobs
to be done, is sufficiently pragmati: and not toc high a level. 5till
another issuc i{s the willingness or obligation of participants to ase their

newly acquired skills where they are needed.
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Kxpericnce suggests that some considerable revisions may be needed
in training programs. Perhaps villagers themselves can be trained at a low
jow technical level. If supervised tolerably well by qualified personnel
from an organization located abrve the level of the individual village,
the villager-extension agent could be a way of resolving the relationships
{ssue betwecen outsider and local communities. Sometimes people may be "over—
trajued" if training is viewed as a stepping stone to "white collar" jobs
rather than a way of raising productivity and improving the quality of
Life of the poo . One of the countries with exceptionally high agricul-
tural productivity has virtually no college-trained extension agents work-
ing direcrly with farmers. The agents are farm boys with some ¢2condary
schooling and vocational agricultural training. The current emphasis on
the use of paramedics in integrated health programs ig an example of efforts
to make training more pragmatlc, adjusted to the knowledge level of local
communities and directed at local people who are willing to work in their
own communities. This approach may be useful in other sectors. Finally
perindic in-service courses for personnel working with local organizations
and local people may be an under-used way of gradually up-grading skills
through a combination of learning from experience and formal classroom work.
Tn this fashion, the desirability of higher levels of education for
individuals, perhaps could be accommodated with practical vequirements for

carrying out the specific tasks of development activity.
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6. The Role of Viomen

There is a growing awareness of the importance of women in the
development process in the development community and in the LDCs. It is
apparent that in the past, the economic and social significance of the
role of women has been vastly underestimated not only in the way that
statistics are gathered and national planning fs carried out, but also

in project design,

Considzaration must be given, particularly in rural development
program, to the role of women as decision makers in the family and in local
organizations; as agents of the implementation of projects; as beneficiaries
of development: activities, as workers, and potential entreprenuers; as a

critical influence in all aspects of tle change process.

How this emphasis c..n be expressed in project activity may be a
difficalc problem given the cultural, lepal, cconomic and attitudinal
barriers wiiich may exist in various countrics and soclo-economic groups
(including, it should be noted, our own). But it is essential that this

issue be sddressed in analysis ond project design.

7. Land Tenure

Land tenure considerations are critical in any rural or agricul-
tural development program. The nature of the problems may vary widely

from region to region but access t- land and constraints on its use are
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typteal problems In rural development. Lxperlence clearly demonstrates
that those ~ountries which have equitable land tenure and land use

arrangements have achlevea far better cconomic performance than those

which have not.

In the past, AID has treated land reform activities with some
reluctance beecanse of polirfcal sensitivities jnvolved. But it is
obvious thar land reform activities are sensitive because they are
powerful rnstruments tor change. Whether basic AID policy will be

changud In this area remains to be seen. lHowever, attention should be

paid to land tenuve issues in any Jdiagnostic activity.

i( shoold be borne in mind that full scale land reform, while
apparently desirable, ts not the onlv way to attack problems of land
tenure.  Mortgage [inmcing and guarantecs of private real estate trans-
actions, lawe providing security of tenancy, rent control and other mechanisms
have been used in various parts of the world, Finding innovative ways of
dealing with Land tenure probloms s one of vhe most difficult but

potentialiy most important contributions that can be wade in rural develon-

ment programs.

e, Food Production Versus Equity

The argument 18 sometimes made that the need for food production

e

s su great that equity considerations must yield to greater output in

development planning. It is often true that a quicker increase in food



production can be achleved by supporting large producers,  Small

farmer projocts tead to be more complex and slower to unfold., Nonethe-
less, support of small farmer projects generate economic and social
benefits whicl can outweigh quick production payoffs in the medium to
longer terw and perhaps in the short run as well. Those countries

which tiive achieved both high productivity and sustained agricultural
growth nave involved their small farmers. While local considerations
will determine specific cases, current thinkinyg would favor, other things
being ecgual, ATD support of that element of a govermment's program which

promotes longer vun production increases with equity outcomes.

de Penefli ncddoree

Rural development projects will often not benefit only the poor.
Projrct desipgn often presents difficult tradeoffs between feasibility and
groas impact and aegnrine o flow of benefits to the poor.  Indeed, it
often is very di~ficalt to duetermine Lero it “ncidence effects after the
fact let alone to prodice o v offocts before the fact, What is clear
is that benefin inciaonce shocld alwar be an {sue in project design and
implercentation.  Withour 4 contiauing focus on this question, equity yoa..
can be subordinetod or displaced.  Procedure. te assare continuing monitor-
tng of Ganoerit incidence effects should theveiore be included i rural
developiment projects as an integral part of the project management

mechanism.
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10, The Role of AID

The development of an AIDR approach to rural development, of
which process this paper is a part, may be viewed as inconsistent with
the principles of "collaborative style'" and responsiveness to LDC
inlt iarives.  However, in many cases, a strong AID orientation toward
ef fe~tive rural development will parallel and complement the growth in
this ovientation amony 1.DCs and the development ceommunity as a whole.
n some ~oses, focusing “he attention of governments on rural development
problems wust preceed yproject financing. In any event, rural development
fuvestments are unlikely to be productive without stirong government commit-
ment to ity yoals.  Furthe:r, rural developmeat preprams vhich are not
responsive to local colruras, historical and political factors are not
likely to be effeetive.  Therefore, the AID approach to rural development
antes Jdalogue, not prescription.  The many elements addressed 1in this
paper should be vieved as aveas for exploration, not a set of conditions
or demands any or all of which iust be accepted as a prerequisite of AID

support,

. Political Cousideration.
While the suhiject of political stability falle outside the
purvicw of AID, che Agency must be sensitive to tne likely political
impact of the rural development policies it supports and the projects

which it helps to financce.

Rural development implies a transition frum a traditional system

which derives its stability from effective resistance to change to a
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dynamic svstem which derfves 1its stability from using productivity

and a Tlexible approach to meeting the changing needs of people. One of
the theoretical assumptious of rural development is that 1t will help
promote political stability 1 ¢ changlnyg society. This is not to supgest
thal the transition oul of an essentially low and static productivity
societ” is nct destabilizing along manv dimensions inclunding “he political
dimeusion.  Rather, tin issuc is whelher a country can develop the

capacity te adjust und «dipt to chauge fn an orderly and relatively peace-
ful manner.  Alh siiovid recegnize that some rural developrent activitfes

are carvied out apgaiast a backgrouud of tension and expectations.  low
people view vural proprams will have a profound iud luence on whelier
stabijity cen be maintained. Lf peaceful change Is to be feasible people
must have confidence in the processes and institutions of rural development.
‘art ol this conlidence cemes from o povernment commitment to rural change.

Without this commitment, lovp-run political stability is highly uncertain.
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IV. Major Elements_of Rural Development

This section speaks to the major clements of rural development.
Many of tuese factors are the activities with which AID has had consider-
able experience such ug agricultural production and technology, research
and extension, marketing, financial and institutional frameworks and infra-
structny..  There are algo cectain elements which, if not wholly rew, are
new being piven a higher degree of emphasis than in the past. These
factors include rogional planning, participation, institutional learning
and prowth, the svetemic emphasis. offective linkirg of planning and imple-
mentatinon, and agriculturally relaced industry. The newer factors are
cotsidored fwportant to achieving maximunm ber2fits from the conventional
activities. The differences between a rural development as practiced by
AID to the present cime and the new rural development approach will be seen
ro he primarily differences of emphasis and attention to the interaction of
dicereet activities. Very little of past practice is elinmninated hut a number

el ne conceprs are Intreduced.

The Tolleving Tist presenvs a number of factors to be considered

in rural  development programs:

|, Overall Policy and Planning Framework
Macro Policies
Overall Intepratio.. and Coordination
Sector Analysis
Regional Planning: Spatlal Ovganization
and Market Towns

Bottom-up Planning and Fecdback Systemrs
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1. Agricultural Production
Planning aud Management
Research aud  Technolopy

Regource Endowmeat

I11. Activities Supporting Apricultural Production
Regearch and Prtension
Financial Davelapment

Mavkoting

IV, Institutiona! Franewnrk
Mat iono! Agencices
Regional ano focol Covernment

Base-level Farmer Organizations and

Fede ~ations of Such Orpanizations

V. ndustry Recoted to Apriculture
Vi, Infrastruciure
Rural Roads
Trrigation ycilities

Ueilicvices

V1I. Buwan Resources Developmernt
Nutrition
Pepnlation and Health

Educat ion
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vVIil, Special Problems
Land Temnre and Water Rights
Frergy
Motivaticn, Information and Learning
Fmployment and Welfare

Evaluation and Rescarch

The followinpg paragraphs comment on some of the foregoing
elements with special emphasis on those factors where substantial changes

from convent ivnal rural development practice are belng cneouraged,
[ ]

Overail Podicy and Vianning Framework

“he kinds of wacro policies wnich appear to be particularly
supportive of effective rural development were discussed in Section II
above.  Thenlamning and implementation of pregrams supporting a rural
Jevelopwent policy present management challenges of the highest order. In
Fhia compection, some compents way he useful on three matters: systems

approcvie: , sectoral analysis and repional planning.

L. Systemic Approgches

Rural development is a goual directed change in on enormously
cempleor svatem of people acd dnstitutions. The interdependencies and
intertelationships ameng these many complex cicments are often extraordi-
parily difficuit to perceive and understand, let alone manipulate, For
example, recent research has demonstrated that growth rates ot {ood
yrain production, employment and capital supplies and requirements are
Wbl interdependent and sensitive Lo each cther. A substantiel growth
rate in foodgrain production may not increase employment by very much if

the production increase is concentrated among a small number of large
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farmers. If the added income from increased food grain production pous
larpely to those comparatively well off, output prices may decline for
lack of demand. In consequence, incentives ave lost and production falls
of { despite the introductieon ot aew technolopy. Increased production of
nore-rnod grain apricultural commodities and rural non-agricultural small
iadustov wmay, however, create a flow of iucome and demand which will support
preater Ceooddpradn production,  Both increased food grain and
non-food grain production, and creation of non-agricultural jobs are neces
sary, if not simultaneoce-iv o0 least in gquick succession, in order to

shift a short term increase in production yields to a self-sustaining process

af prowtlh.

Corrvect clecisiens on a policy level in a complex system like
the rural sector probably will cequive 2 set of dectrions with respect to
a number of variahlee ravher thm a single-minded pushi in one direction.
The experience of the green revolution in Ania provides ample evidence
s cloetar ionality gues e of ani-dimensional "attacks" on agricul-

N

tural develepment oblems,

At ancther level, it is ifmportant that a developuent eifort
pecoonize the importance not only of the improvement of management of
institutions serving beneficlaries but also the viability of base level

organizations.

Lxamples of whysystemicapproncnus to rural development are

necessary are leglon, But the application of systemic thinking to operations,
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planntng and management in extremely difficulr.

only Into the detail of how

not

ance of each «ub-system 2ffects

systems. We have not trended to

now apparcent that we mist do so

2. Uectoras Analysis

Gectoral analysis
a major tool ot diagnosis
cepl.

process oof o aralveds as g

hut for LDU apeney managemeit,

date, sectoral analysis has

by techniciar oo This process

include a flow o

erleasdonisota, Tocal Loo pow

1

themselves snould he

pousihle,

3. Peglional Planring
A factor an ¢

emphasize ! in recent years o

Gelf a substantial arca of knowledge.

of
value o that

aecentralization,

Teas ving and
and the potential beneficiaries as well.
often been an
irformat on and decision from the bottom up.

crinticind

involved ot

i region:l planning,

arb-national aspirat.ions has been importand and will grow,

For purposes
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[t |s necessary to probe
each sub-system worksl but how the perform-
and 1s affected by all other relevant sub-
But it is

tnink this way in the past.

in rural development activities.

(agriculture, health, education, etc) remains
and planning under the rural development con-

Added Lo the curvent apnroach is a heightened emphasis on the

Lrainiay toodl not ensy for planners

To

‘nstrument of top down planning

should be Lroadened as far as possible to

Thus

repne-entative: and small farmers

a minimum in Jdata collection. and if

in prelimivcary Jdecision makirg as well.,

‘he ruval development concept which has not been

Regional Planning is it-
its potency as a vehicle for expression

Its greatest

it is a dssciplined approach to the difficult problem of

of this paper, we need dwell cnly on a few
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implications which flow from regional planning. Among these, none is
more important than the slignlficance of spatlal arrangements of rural

gettlement and infrastructure,

It has bren observed that there {s a strong relationship
between rural ircomes and the access of rural people to roads, market
facilitios credit, urilitiv,, nealrh and education services and so forth,
At any ocint H ime, an dideal location pottern of these facilities may be
specified for a given populiacion.  Such an arrangement might involve a
cluster of villages aronnd a head village or market town where retail
markets and basic serv.ces for the cluster arcas are concentrated. In
turn, these cluscers of vellages may be grouped around district centers
wvhere vhelesale dicirviburion and wmove specialized facilities and services
not ccenemically viable In smaller towns can be posttloned. The districts
tn twrn mav be orouped around a reglonal city.  The number of levels and
preopraphle districntion o hicercarchies of apgro-urban communities will
vy acordinge to o cariablies o soch oan o country size, population size and

densicy, topographic barriers, the common modes of transport used by the

vocr and, oi o course, the historic.? growth of the society to the presernt

Lime,

The rational locating of scervices, vYazilities and connecting
roads yields a minimization of infrastructure costs and optimization of
“he availability of dimportant ser-ices to the rural population. The area
cerviced by the market town ma, be rete ced to as "farming locality', The

“rarmang Locality' cunters on the market town. The market town connects
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the locallty with the outside world. Activities properly concentrated
in the market town include health clinics, agricultural extension services,
repair facilities, production input stores, savings and credit facilities
schools and other training facilitics or perhaps sponsoring an "education
center". hoth formal and non-formal education activities. The locality

may also be viewed as an appropriate area for local verification trials.

The high complementarity amony the listed clements results
in sipgnificant improvement in the "system' performance of the farming
locality vhen these factorvs are available. A higher synergistic effect
ts possible than 1f one or several ol these Yactors were not present in
the Llocality, or if they are scattered about in different sites rather

than being grouped together.

It shouid be noted even in this very general overview that
the ideal size fov a farming locality chanpges and expands over time as
hetter transporiation facilities become available.  But at the early

Gtaren o aericaltural cesmercialization, farming localities need to be

amall te fasilitate apricnltural groweh. (A common radius is seven or

cipht miles from the market town.)

The farming districts sevrvice farming lecalities in the same
vay that localitics serve farmers. District centers provide for an
appropriate level ot concentration and specialization of services for a
number ol Tarming localities. The basic services provided by a district

conter inclode wholesale markets for farm products; farm supplies and
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and equipment; regional agricultural research facilities; district exten-
sion service administration; district banking facilities and major trans-

portation and communication 1links.

Agricultural Production and Supporting Activities

e e e e e T

1. Agricultural Production

The ecoaemic engine of rural development is agricultural
production. Suhstantial increases in agricultural output are essential
to move the system, provide jobs, and generate income in the rural sector
to buy goods and services. Genevally, such substantial increases can be
achieved only through improved agricultural technology supported by a
variety of activities required to assure access to the benefits of that

technology. Specifically, one or more profitable technologies must be

available and applied in every situation for rural development to take
place.  Henee, the centerpiece of AID rural development strategy in the
past remains the centerpiece of the new rural development concept. The
planning and manapement of technology and inputs to achieve greater
physical outputs on the farm is the necessary, though not sufficient,

centril element in any rural development program.

2. Aclivities Supporting Agricultural Preduction
AlD has long recognized that numerous supporting activities
are essential to agricultural production activity. Research and extension,
wed multiplication, marketing, agricultural credit and other related

tetivities are well understood by AID practitioners. Such functions are
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In no sennse viewed an less Important under the emerging rural development
concept. The new concept does attempt to incorporate the lessons of experi-
ence which show that the effectiveness of the traditional agriculture
support activity projects can be enhanced and assured by systematic
development of many functions beyond agriculture as such. It is the
Linking of the traditiomal fucntions to a broad range of related

acrivities to improve overall system performance that characterizes the

new. rural development approach.

In this connection, new approaches to traditional services
are encouraged. For example, the use of villagers as extension agents is
one of tho concepts of rural development that is fairly new to AID. In
essence, this is a system in which villagers serve as the communications
link between LDC agency professional and technical staff assigned to the
base Level organizations and individual village communities. The village
agents are given some low level technical training through nonformal
programs conducted by the properly trained staff and theilr work in the
villapes must be supervised by the trained staff, In the village the
agents are responsible for demonstrations, organizing discussions and other-

wise trying to involve their fellow villagers in the project. Their exact

set of activities wilil depend, of course, upon the technical subject involved.

Another possible innovation is the use of large numbers of
amall farmers for field trials in support of extension work. In this fashion,
{icld trials more closely approximate use by relatively less sophisticated
Carmers.  The task of inducing the farmer to try new methods is simplified

1f he has had a practical, low risk experience with the new technology.



- 37 -
1. Financial Development

Greater tmportance bn now helng attached to the develap
ment of integrated capital markets In order to Increase the
efficiency of resource allocation. Small producers must have
convenient access to credit and savings facilities if they are to
inerease their productivity and investment. Organizing financial
institutions that are conveniently accessible to all producers is
now being viewed as an important condition of rural development.
Mochanisme which facilitate the flow of capital to, from and with~
in the rural sector to profitable investment opportunities are

necessary for sustained growth.

Discontinuous, fractionated financilal development results In
Inefficient allocation of investment funds, including credit, and an In-
ability to mobilize savings that are potentially avallable. Existing
distortions in financial development tend to favor the larger producers,
capital intensive rather than labor intensive investment, and large city

rather than farm and agriculturally-related small town investments,

The dysfunctional effects of subsidized interest rates -
including disincentives to savings and distorted or corrupt rationing of
available credit - are now generally understood. A rational financial

market, including rational prices for the use of money, is viewed as a

necessary condition for self-sustaining growth in the rural sector.

In many ccses, the need for more effective financial develop-

ment may require innovative approaches to central banking, commercial
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banklng and flnancing of agricultural commodities, working capital and
rural caplital projects. In many countries, the development potential
of the financial sector may be exploited more effeciively and creatively

to accelerate rural development.

4. Marketing
ATD, other donor agencies, and most of the 1L.DCs have often

emphasized increasing the supply of goods and services ywhile not giving
enough attention to increasing aggregate demand and making demand effec-
tive. Experience suggests that this imbalance needs to be righted and
also that linkages between supply and demand need to be assured as much
as this is possible. Markets must be rationalized so that supply and
demand are more closely linked and so that increases in production will

in fact, lead to higher incomes for small producers.

With respect to services, much attention needs to be given to
the condition in which services are wanted and used. (For example, under

what cirvenmutances do farmers want the help of agricultural extension?)

Marketing problems tend to be particularly difficult because
they so often involve either very costly government pricing solutions, or
solutions involving controlling the behavior of large numbers of individuals
in privace markets.  Benefit incidence is often hard to predict in marketing
projects.  The analysis of these and many other problems of market develop-

ment should be handled in the context of regional planning problems.
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Institutional Framework

——— —— ———

1. 1Institutional Learning & Growth

The institurional framework for rurai development has long
been recognized as critical. The national government, its major ministries
and apencies and some private agencles have been the subject of institutinn
building artivities for many years, Rqrul development incorporates a
nuaber of concepts which have evolved in recent years relating to matters
of organlzation practice and procedure, the linkages between Institutions
and theirv beneficiaries and mout importantly the way that informarion and
influence flows from the beneficiaries into the institutional structure. In
this connection, a substantial amount of new and potentially useful ideas
are available from the field of organizational studies and other manage-

ment: disciplines.

In addition to the governmental institutional framework, a new
emphasic is placed upon farm groups. The history of farmers organizations
in developing countries has been discouraging. But the cost of providing
the services small farmers need is prohibltive 1f they are provided
fadividually. Yifective forms of group action must be found i{ economies of
~cale are to be achiceved in the management of savings and credit and other

vlements of a modern agricultural system.

The shift in emphasis towavd the invnlvement of large numbers

of low income farmers implies for any developing country an enormous
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institutional challenpe. Agriculture ministries, banks, cooperative
federations and other LDC institutlons are faced with greatly expanded
and more varied responsibilities waen such a shift in strategy is adopted.
In most. if not all cases, the transformation to modern, client-centered
service institutions capable of coplng with the difficulties of organizing
and relating to base level develepment activity will require a program of
planmed institutional development growth and change taking place over a

period of time.

The process of agricultural sector management sufficient to
support base lcevel participation involves not only the expansion and
improvement of traditioual activities such as agricultural credit and

extenslon. 1t als) requires some new approaches and functions.

Most dmportant of these 1s the emphasis on better understanding
of the heneficiary, his neceds and his behavior. Therefore. successful
rural developuent places heavy stress on development within the LDC govern-

ment of research and evaluation capability linked to the management system

Rowearch thos hecomes uwot an adjunct of planning as such, Rather it
bucones an intepral part of management which is conceived as a process of
planning, fmplementation and evaluation. The focus is shifted from general,
"academic' research to "action researcu', a system of dynamic, on-going
evaluation penerating timely, useful data to support management decisions.
Such research is not only on economic but also on social and behavioral

tactors aftecting project design and exccution,
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Only in the most urusual case can an LDC institutional

structure be thought to have the capability of substantial expansion and
modernization in a short period of time. Ordinarily, it must be assumed
that the institutions involved must underpo a process of transformation.
In the past we have referreq to the process of improving institutional
capacity to deal with social and economic problems as "institution build-
ing". This term carries with it the implication of the construction of a
structure starting at one point and finishing at another point. When
"Finished", the «t. cture i; then fully capable of carrying out the
function for which it was designed. But the process of adjustment by
institutions to the challenges of rural development is better analogized
to the organic concepts of learning and prowth., The process of transforma-
tion and change in that scnse i$ a continuous one. The nature and quality
of an institution nust be assessed In terms of its ability to respond to
new challenges and vesponsibilities as well as its capacities to carry

out a piven function at any point in time.

Vicewed in this lipht, it hecomes apparent that considerable
emphasis nust be placed upon the ability of the institution to gather
iuformat ton and understond vhat is going on at the base level. e ability
oban anstitution to pather relevant economic and social data and provide
cummunication pathways by which such information can be fed back into its
manaperial processes becomes critical.  Thus, the need for "action rescarch”
- regearch by the institution corcerning its clients and its own functioning
cuerges as a function of equal importance with the gathering of general

~

ceonomic data for economic planning and resource allocation purposes.
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2. Base Level Orpanizations

Increasing agricultural production and general rural welfare
depends upon improving the efficiency and productivity of small scale
producers. This in turn depends on assuring access of small producers to
a range of inputs, new technology, marketing opportunities and so forth.
The individual servicing of small producers and independent marketing of
outputs generally appears to be neither administratively feasible nor
beneficial to the small producers. In consequence, some form of base
Level orpanization of small producers is critical to facilitate access and
to provide some degree of power in relevant markets and influence through

linkages to the national government.

Base level groups of small producers are desirable for other
reasons as well., Groups are a valuable vehicle for feed-back to agencies
providing services to its clients. The delivery of services and inputs is
administratively more convenient and less costly when focused on groups
vather than individuals. Carrying out activities involving joint invest-
ments and labor is difficult outside the context of an ongoing group which
can facilitate both economies of scale and social pressures to encourage
participation by all members. Many aspects of rural development require
changes in individual behavior on the part of heneficiaries. Changes 1in
Attitudes and behavior are facilitated by participation in group activities

and decision making. TFurther, the reinforcement of behavioral change is

facilitated by the existence of an ongoing and suppurtive group.
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Base level organizations tend to be most effective when
they are designed; organized and managed on the principle of viable busi-
ness enterprises. This, as a minlmum, means for both private and public
organizations that revenue equals or exceeds expenditure. Development
planners often select key criteria other than viability of business enter-
prise such as an existing cultural group in a village. Indeed, a village,
an existing cultural and social group, may well be an easier focus for a
given task than a group of villages. A whole area or reglon on the other
hand might be viewed as an economic unit for mass delivery of inputs and
services under governmment control. ‘The planning of farmers organizations
on the principle ¢7 a "viable business entevprise' provides a mechanism

for management, ongoing evaluation, and the capability fcr self-sustaining

growth.

A number of other factors bear on the successful development
of base level organizations. Indigenous leadership, trained if necessary
in training centers and returned to thelr organization rather than utiliz-
ation of outside promoters is favored conceptually. Experience
demonstrates that effective base level organizations take time to develop.
They should be started with a {ew functions. New functions can be added as
the organizations acquire the capacity to handle them Forcing the pace of
development can be counter-productive. Base level organizations need
suificient autonomy to define their own purposes and goals within the
peneral policy framework set forth by the center. Excessive control
designed to assure conformity with a master plan can be seriously counter-

productive,
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3. Participation
The emerging rural development concept places a renewed
emphasis on human factors in development planning and management. While
the concern for human values 1is intuitively appealing and supportable on
moral grounds alone, the case for participation can be built on purely

pragmatic considerations.

From a managerial viewpoint, the participation principle is
of great importance. A participatory process of development generates
much better information for decision making in the system as a wholé. Thus
the process of participation facilitates better planning and more effective
resource allocation. Furthermore, the process of participation results
in higher commitments to success and higher expenditures of energy and
resources by the beneficiaries. Thus, In effect, a participatory process
calls into being or makes avallable to the development process resources
which otherwise would be unavailable. Capturing these peculiar characteris-
tics of participatory activity and exploiting them for the benefit of the

development process is perhgps the most difficult yet the most promising

and important of the new approaches.

The essence of the participatory process is based on the
propositon that a person's motivation to achieve a particular objective
is optimized under clrcumstances where he can:

1. ldentify his own nceds.

2. Plan how to meet those neceds
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3. Have decision making power to call in the particular
resources which he feels are appropriate to meeting
his needs.

4. Experience either success or failure of his own
planning as well as physical efforts.

5. Evaluate the causes of success or failure

6. Feed-back the results of that self-evaluation into

a new planning-acting cycle.

Where such conditions apply, the individual may be said to be

operating in a problem solving climate rather than a dependency climate.

The benefits of a participitory, problem solving approach are
substantial. But just as overdeing top-down planning can be damaging,
overdoing "bottom-up" planning may result in the misallocation of scarce
resources. In any given case a balance must be struck between '"top--down"
and "bottom-up'" approaches. That balance might be characterized as a
system in which policies and technical and administrative standards of
perfermance are directed down from 'the top", detailed plans are developed
at "the bottom" and moved up through the system to appropriate levels of
apprepation at which levels resources are allocated according to criteria
known and understood by all participants. This implies a suvbstantial
change in the distribution of decision making power. It also implies a
much greater investment in helping beneficiaries learn to cope with their
¢nvironment. But the management skills thus learned are the very essence

of sclf-sustained growth and development.
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Industry Related to Agriculture

The emerging rural development concept places greater
emphasis on the creation of non-agricgltural jobs in rural areas. Job
creation opportunities should be promoted not only in agricultural a
activity but also in small labor intensive industries including agricul-
tural product processing, consumer goods, comstruction, service activities,
transportand so forth, These activities should be located in market towns
and district centers in accordance with the potential market for the
services. Activities of this nature often will require working capital
financing more than capitol investment finance. They often require as
much concern for technical assistance as agricultural activities., Thus,

it may be nseful to apply earlier experience with urban based small business

development projects.
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Conclusion

The foregoing materials highlight a number of factors characterizing
current thinking on rural'development. In their totality, they reflect
an idealized set of considerations and circumstances which are unlikely
to be simultaneously applicable or feasible in any given country. Viewed
as a set of converging goals, they present an agenda of factors which, if
effectuated over time, are highly supportive of progress in both food

production and equitable distribution of benefits of development.

Comments and criticisms of this draft paper would be greatly appreci-
ated. It is hoped that the document in its curvent form will be a useful
if not authoritative expression of current views. Its refinement depends

upon the feedback that experienced practitioners can provide.
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