













































































on urban product prices, which raises the cost of purchased urban goods to the
agricultural and rural sectors. It simultaneously reduces the purchases of agricul-
turat products by urban industries.

The rural nonfarm sector is generally a heavy user of farm products. Expand-
ing purchases of farm products associated with a growing rural nonfarm sector is
likely to more than offset output increases in agriculture so there will be less farm
output available for final markets. This can exert upward pressure on prices re-
ceived by farmers.

In the factor markets, interest rates may rise relative to wages, thus giving a
comparative advantage to the traditional sector which uses relatively more labor
and less capital. Profits are likely to be reduced in advancing agriculture and also
in the urban sector, which may help explain why owners of fixed assets in these
sectors tend not to recognize expanding markets for rural products as an impor-
tant source of economic development.

New farm technology plus expanded rural markets: A strategy which expands
rural nonfarm product maikets complements one which introduces agricultural
technology. For each negative impact of one of these two strategies, the other
strategy counters with a positive impact. Two important complementary rela-
tions worth reviewing here are (1) the rural nonfarm industries can absorb labor
in rural villages close to the farms from which the labor was displaced, and (2) the
rural nonfarm industries can absorb some of the increased agricultural profits in
villages close to the farms on which the surplus was accumulated. The two strate-
gies—advancing agricultural technology and expanding markets for rural indus-
try—probably belong together as part (but not all) of any overall development
policy for a developing nation.

Markets for urban products: Consider a program for expanding the markets
for urban products. This is likely to have largely beneficial effects on the urban,
rural nonfamm, and agricultural industries. The beneficial effects derive primarily
from backward linkages reflecting requirements of the urban sector for agricul-
tural and rural products. Pressures on all prices in both factor and product mas-
kets are upward, that is, inflationary. The high substitutability of products be-
tween the two agricultural sectors may lead to some shifts between these sectors.
The rising prices for land, labor, and capital may give a smalt comparative advan-
tage to the traditional sector which spends relatively less for the services of land
and capital and relatively more for labor per unit of ontput than the advancing
sector. Consequently, expanding urban markets can strengthen the traditional
agricultural sector relative to modern agriculture.

4. Rural Oriented Regions
Man has steadily concentrated places of work and residence in and around

cities. Even so, most of the inhabited space, even in developed nations, is rural.
An economic development program for a nation must be concerned, in part, with
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4 geographic places.which are relatively isolated from urban activity. A nation is
concerned with appropriate development for people living anywhere in its entire
land area, not with rapid development of only its urban centers.

Some farmers and rural nonfarm people live within easy access of urban
places, but most find themselves isolated from such places and relatively few
members of rural villages make frequent trips to urban centers. Smaller towns
and villages, although isolated from the major urban centers, function as the cen-
tral places for rural oriented communities. In a developed country, rural oriented
regions may take up most of the land area but contain a small percentage of the
population. In a developing nation, such areas are likely to contain most of both
the land area and population.

Rural villages and towns may be isolated from central urban places, but they
are not necessarily isolated from each other, Small villages may be within walk-
ing distance of one another and easy motorcycle distance from other small towns
which provide markets for agricultural resources and products, as well as markets
in which to buy, sell, or barter nonfarm goods and services of importance to
village residents.

Rural villages and adjacent farm areas form a peographically centiguous func-
tional economic unit. Local development involves such units and must focus on
the whole area, not just on some of its parts. In addition, these units are econom-
ically and socially linked with other nearby villages and towns. These larger
geographic areas connecting several villages may be appropriate regional units on
which to base many economic development programs. For example, the local
village may be the appropriate area to consider when adopting new technology
for baking food for local consumption, whereas a rural oriented region com-
prised of several villages and a small town may be the appropriate area to examine
for suitability of a shoe factory.

Programs which concentrate on expanding the agricultural sector through ad-
vancing technology, expanding markets, and increased availability of specialized
resources are not in the public interest if they fail fo account for impacts and
side effects on local regions. If the development programs are accompanied by
job displacement of villagers and traditional farmers, bypassing of local service
and trade facilities, and outmigration of the disadvantaged, then regional imbal-
ances will arise, presenting new social and economic problems.

5. Local Rural Institutions
Failures in past aid programs, wherein developed nations have sought to im-

prove living standards in developing ones, may be partially atiributable to inade-
quate consideration of local rural institution building /25, p. 1].

1t is not enough to design an appropriate technical or manage-
ment innovation for use in developing countries; information
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about the idea, whatever it is, has then to be disseminated . . . .
There is thus a need for a delivery system which will introduce
new ideas on a wide scale, especially in rural areas where com-
munications are poor, where strangers may be mistrusted and
where the well-educated minority, even if they originate from
the area, are unwilling to return [13/.

Introduction of appropriate technology may induce changes in local economic,
social, political, and religious institutions. Appropriate policies for nonfarm in-
stitutional arrangements accompanying extension of aid and adoption of new
technology in agriculture will need to consider: that needed market institutions
arise, that the new institutions themselves use appropriate technology which meet
local and community needs, and that the benefits from value added through pro-
cessing and distribution are distributed equitably. This may include government
regulation of marketing institutions and encouragement of cooperative ventures.

Local institutions are needed to coordinate diverse, well intentioned efforts
that might reach specific program goals but have unintended and undesired side
effects. For example, “the ‘ruralization’ of conventional schools to increase the
relevance of rural education . . . in most cases has been an isolated action unsup-
ported by the creation of productive jobs for school leavers” [ 15, p. 290].

New technologies and new ways of doing things challenge established attitudes,
values, and beliefs. The idea that vertical motion of a piston is mechanistically
related to the rotary motion of a driving wheel may be in conflict with local
religious beliefs concerning cause and effect. One idea cannot be adopted with-
out raising conflicts about holding another. ““The goals of peasants extend be-
yond profit maximization . . . and are realized primarily through religious and
secular ritual, Kinship ties, and other social obligatory actions™ f6; see also 29,
ch. 4]. “It is the character, preferences and expectations of the people and the
nature of their response . . . that determine the pace of economic development
rather than the economic or financial soundness of the plan itself” /34, p. 27].

It is sometimes asserted that introduction of intermediate technology through
technical advice and finance should be accompanied by large-scale management
and marketing functions [ 16, p. I45]. This may be a mistake. Success of a pro-
gram emphasizing new ways of doing things requires not only that technology is
appropriate to local resources and markets but also appropriate to local cultural
patterns.

Economic institutions may be required to create markets where exchange
was primarily barter. These markets will need to link villages with nearby towns
and with distant cities, domestic or foreign. They need to be built with concern
for equitable distribution of income in addition to efficient distribution of indus-
try products. Other local institutions will be required to assess ends and resolve
various local and national conflicts while adjusting from a traditional society to
an advancing one.
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Conclusions and Implications

An objective of economic programs in developing countries is to increase food
production, feed an expanding population, and support economic growth. There
is concern both with the efficiency of producing and with the equity of distribut-
ing added food and income.

An appraisal of the total impact of such programs for agricultural development
requires that impacts on well-being in all sectors of the economy are monitored.
Changes in one attribute of the economy, such as introduction of advanced tech-
nology to agriculture, have impacts throughout the economic system. Some con-
sequernces are desirable and some are not. This paper examined strategies de-
signed to offset unwanted side effects of agricultural development programs and
to balance national and regional growth.

Intermediate agricultural technologies, which are efficient and also appropriate
to social, religicus, political, and economic conditions, are preferred to high tech-
nologies. The latter may appear to drive faster and harder toward efficiency goals,
but appearances can deceive. High technology, even when Successfully adopted
by the advancing agricultural sector, tends to increase the income distribution
problems between the haves and have-nots. Even appropriate agricultural tech-
nology, if taken as a single means toward a single end, can have undesired side
effects. Two mechanisms through which the effects of agricultural advance are
transmitted to the rest of the economy are (1) forward and backward linkages
from the advancing agricultural sector to the nonfarm sectors and (2) changing
opportunity costs for resources, particularly for unskilled nonfarm employment.

A successful program to increase foed supplies in developing countries needs
to be accompanied by companion sirategies fo maintain'balanced growth through-
out the economy. The companion strategies serve to increase the availability of
local resources, introduce appropriate technologies in the nonfarm sectors,
expand markets for local products, ensure equitable regional distribution of
econtomic gains, and build appropriate institutions.

Unskilled labor is the resource most likely to be in abundance and underused.
Some policies emphasize birth control or migration strategies to deal with the
labor surplus, The latter tends to be more a way to transfer the problem frem
one region to another than to solve it. Education programs which raise the skill
levels of these workers and enable them to join a relatively skilled labor force
appear promising. Policies to introduce large inputs of capital from abroad tend
to accompany inducements for malappropriate technologies and institutional
arrangements; emphasis at first should be on finding appropriate opportunities
for small increments of local capital accumulated from the increasing agricultural
surplus. Natural resource development policies may emphasize development of
indigenous materials, including minerals, timber, and water, for use in both farm
and nonagricultural industries.
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There is a tendency for the gains from increased availability of agricultural
resources to be captured not only by the advancing agricultural sector, but also
by the urban sector, with adverse side effects on traditional agriculture and on
the nonfarm rural sector.

Technological advance must be appropriate for nonfarm as well as fanm eco-
nomic activity. This includes finding ways for processing and distributing farm
products and for manufacturing and marketing purchased farm inputs. It also
includes finding ways to encourage village and urban nonagricultural industry
development needed to create jobs and increase productivity of unskilled tabor.
Introduction of appropriate technology requires on-the-job training for workers
as well as technical assistance for entrepreneurs. The burden for conducting
research and disseminating new ideas may, in the beginning, depend on nonlocal
people; but implementation and further developments of appropriate technology
over time should become endogenous. New technology tends to be advantageous
to those who adopt it, but can displace workers and can increase the economic
problems of some of those who do not adopt it.

Market expansion should concentrate on local village markets first. Derived
demand for jobs for unemployed village residents depends on building the eco-
nomic base of the village community. The quality of life of those residents de-
pends on their opportunities to consume what they produce. Domestic urban
markets should receive attention second, and expanding markets for exports
third. Value added domestically is preferred to exports of raw materials. Import
substitution and domestic value added to imports of raw materials add to de-
rived deinands for domestic resources.

Expanding domestic and export markets for the products of rural industries
creates a demand for rural workers which can complement an aid program which
increases food supplies by displacing traditional workers in agriculture. Expand-
ing domestic and export markets for agricultural products encourages increased
utfilization of resources and enhances the agricultural sector. But higher costs to
nonfarm and to urban industries of farm products and of resources can reduce
profits to owners of fixed assets in some of these industiies.

Repional emphasis should begin with development of a rural, nonfarm eco-
nomy in the agricultural village and small town. At first, the local economy may
be linked to the agricultural base, but over time nonagricultural industries need
to be developed to sustain regional growth. Explicit policies need to be imple-
mented to develop transportation and comrunication channels among villages
and small towns and between these and the larger urban centers. Policies need to
address equitable regional dispersion of economic development over the entire
nation and need to be concered with maintaining a rural-urban balance.

Failure to attend to regional balance may result in losses of jobs, income, and
capital investment in rural oriented regions even though the agricultural sector
is successfully advancing there. Consequent outmigration can result in concentra-
tion of the jobless and the underemployed in major urban centers.

Institution building may emphasize economic institutions, including those
which create markets for goods and services, money markets and institutions
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which establish goals and plans for economic development. But these must be
accompanied by concerm for building social, religious, and political institutions as
well, which are organized to assess goals, resolve conflicts, and deal with change.

New institutional arrangements are needed as an adjunct to programs to ex-
pand food supplies in developing countries. These are needed both in and out of
the advancing agriculture to establish forward and backward linkages to the non-
agriculturat sector and to provide for efficient reallocation of resources. Failure
to provide these needed economic and social institutions at all can result in failure
of the food expansion program. Fajlure to provide these institutions appropriate-
ly can-result in an undesirable inequality in the distribution of the benefits of the
food program.
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