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INTRODUCTION
 

!n 1981, Clark University at Worcester, Massachussets, and the Institute for De­
velopment Anthropology at Binghamton, New York, entered into a 'Cooperative
Agreement' with the US Agency for International Development (USAID) to study
regional development, provide technical assistance to Third World countries 
through USAID programs and field Missions, mount training programs and hold 
scholarly symposia on rcgional development. This agreement bears the title 
'Settlement and Resource Systems Analysis' (SARSA) and focuses on three princi­
pal themes: land settlement, management of natural resources and rural/urban dy­
namics. To date, SARSA has been involved in research and planning efforts in 
some twenty countries in Africa, Asia, the Near East, Latin America and the 
Caribbean; has nearly 100 publications in print or in preparation; and has con­
ducted over a dozen training programs and scholarly meetings. 

Under the rural/urban dynamics theme SARSA has concentrated on the roles 
of settlement schemes, from secondary cities to market towns, in rural regional de­
velopment. As research progressed on this theme, it became clear that Israeli 
planners have had considerable experience in settlement planning in rural regions,
both in Israel and in the Third World. Moreover, Israeli researchers have tracked 
the progress of development in rural regions over long periods of time, and their 
work has many insights to offer concerning changing functional and spatial re­
lationships among settlements as rural regions develop. 

The preeminent institution in Israel dealing with rural/urban dynamics in re­
search, planning and training contexts is the Settlement Study Centre (SSC) at 
Rehovot. Since its inception in 1962, the SSC has been conducting a consistently
vigorous research program, has trained about 2,000 post-graduate students from 
over 50 developing countries in regional planning, has been involved in regional
planning exercises in over 40 rural regions in the Third World, and has produced 
an extensive set of books, working papers and research reports on various Eubjects
related to rural regional development. 

In April 1984, a symposium was held at the SSC that brought SARSA and SSC 
experts together to share experience and research findings, and to explore areas of 
complementarity. The seminar focused on three primary topics within the context 
of rural/urban dynamics: the 'Rehovot Approach' to rural regional settlement and 
development, improving the performance of development planning as a vehicle for 
guided investment strategies, and the relationships between planned development
strategies and implementation strategies. The proceedings of that seminar, under 
the title 'Rural/Urban Dynamics in Developing Rural Regions', were published in 
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the SARSA publication series. One important conc'usion of the seminar was thatSARSA and the SSC have much to offer each other, and that a further seminar,more tightly focused on a particular aspect of rural regional development of con­cem to both institutions, should be organized. In October 14-16, 1985, expertsfrom SARSA and the SSC met in Luxembourg (1) to discuss patterns of change indeveloping rural regions. Six members from each institution delivercd presenta­tions within a prescribed framework on topics reflected in their respective contrib­
utions to this volume. 

This volume does not, however, represent 'proceedings' in the usual sense. Forthe formal presentation of each participant was brief, and meant to be but a sum­mary of recent work and findings intended to stimulate discussion. The links andcomplimentarities among the presentations were explored at length, in both work­ing groups and in plenary sessions. From this emerged a framework for addressingpatterns of change in developing rural regions that was somewhat differentthe one originally laid out by the seminar organizers. 
from 

Within that framework, setsof statements concerning individual subjects were articulatcd, based on the mainpoints of each presentation. Participants were asked over the following few weeksto write up the substance of their presentations in a manner consistent with the newframework and its content. This volume, then, represents findings of the secondSARSA/SSC seminar as elaborated by each of the seminar participants from theunique perspective of his or her area of professional specialization. 

Scholars, practitioners and policy makers involved in rural regional develop­ment seem insufficiently aware of the fact that each individual region has its ownunique and dynamic character, and that the roles and functions of towns are es­sential to that character no less than the nature of agricultural activity. This ob­servation emerged as the fundamental issue of concern to participants in the secondSARSA/SSC seminar. At first it might seem that there are two separate subjectsinvolved: rural regions as unique and changing organisms, and the urban aspectof rural development. But the two are in fact one, for it is the lack of recognitionof the central roles of towns and cities in rural development that obscures for many
the unique and dynamic natures of rural regions. 

Changes take place with or without development intervention. In terms of re­gional analysis, there is a pressing need to understand the changig nature of ruralregions, the principal agents of change and the factors involved in their operation,and to incorporate that understanding into the design of development strategies.Rural regional development strateiies need to intervene in processes rather thanfocus on products, to attend explicitly to the non-farm aspects of rural develop­ment, and to account for the fact that land, labor, water and technology by them­selves do not lead to agricultural development, and certainly not to rural regionaldevelopment. Employment opportunities and new enterprises in towns are also 
important. 

This volume represents an attempt to articulate the needs and to address them.It suggests analytical approaches to rural regional develorr'.ent that account for theunique and dynamic processes as they exist among farms and towns in the region,and that incorporate a wide variety of elements, especially in the 'urban space' ofrural regions, that have a major impact on rural regional economy: markets, towns
services, industry and organizations. It also describes related strategic approaches 
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to rural regional development that aim at improving processes of rural regional 
development. 

The volume is divided into five parts. Part One provides an overall conceptual 
framework for rural regional diagnosis and a strategy design for development 
intervention. In presenting his framework, Bendavid-Val argues that in order to 
understand the dynamics of rural regional economies in developing countries we 
need an approach that integrates behavioural and spatial dynamics, is oriented to 
current priority development objectives, and focuses on specific dominant com­
modities produced in the region. The latter are addressed in terms of the means, 
motivators and markets for their production. 

Part Two takes a closer look at the 'urban aspect of rural development'. To set 
the stage, Rondinelli discusses the roles of towns and cities in rural regional devel­
opment. This paper describes the expanding variety, complexity, scale and 
interconnectedness of urban economic and social functions that are needed to meet 
the changing requirements of agricultural production and marketing as rural re­
gional economies undergo increasing commercialization. If these requirements are 
not met, rural development cannot proceed. Hence, Rondinelli argues, rural de­
velopment strategies must account explicitly for the size and distribution of urban 
settlements, the functions they perform and the linkages among them and the ag­
ricultural areas. 

McNulty then examines urban-urban relations in the rural regional context. 
His paper first reviews the consequences of colonial and post-colonial policies for 
urban systems in developing countries, noting that 'urban systems emerge to serve 
specific economic, social and political purposes.' He concludes that these policies 
have been detrimental to the emergence of secondary cities and market towns. The 
high costs of resultant rural inefficiencies have been born by rural and urban resi­
dents alike. McNulty examines the requisites for promoting a well-integrated sys­
tem of settlements in which ru.al-urban relations will be characterized by functional 
complementarity that supports development of both rural and urban areas. 

Next, Karaska and Belsky review the 'urban functions in rural development' 
approach to rural regions, and introduce a new marketing-oriented approach. They 
distinguish three principal marketing functions performed by rural regional settle­
ment systeIns: local marketing of goods imported to the region; local marketing 
of goods pioduced in the region; and marketing of locally produced goods, mostly 
agricultural commodities, in markets outside the region. Each marketing system 
has different spatial manifestations, and their patterns change as regional develop­
ment proceeds. Interventions in these systems can produce substantial benefits for 
rural regional development, but must be approached with great care so as not to 
disrupt existing systems of marketing transactions that are well-suited to local cir­
cumstances. 

The last article in Part two explores types, applications and benefits of spatial 
analysis toward rural development planning, and illustrates them with case studies. 
Painter concludes that spatial policies aimed at strengthening rural/urban relation­
ships offer great regional development potential. He warns us, however, that such 
relationships do not always benefit both rural and urban residents, and seldom do 
they benefit both to the same emaent. Urban interventions in rural regions must be 

3 



accompanied by national policies to improve conditions for smallholders in orderto avoid reinforcing rural-urban terms of trade that discourage increased agricul­
taral productivity. 

Access to rural/regional services, such as health, education, extension, market­
ing, creait, etc., is a necessary condition for any development, and Part Three dealswith that issue. Rushton's chapter concentrates on health services. He describes
their evolving patterns in rural regions and analyses the main issues related to theirdevelopinent and to the selection of adequate interventions. Rushton finds that thepredominant pattern of change h3s involved 'the move from urban, hospital-based
curative services to small health units, located to maximize geographical accessi­bility, emphasizing health promotion and disease prevention programs and relying
on extensive involvement of the community'. In addition to the growing impor­tance of local organizations, he indicates the importance of interventions that seek 
to change soci l conditions that influence health. 

Prion follows with a chapter suggesting a method of analysis for the economicevaluation of public services. The common method used in the planning of public
services in developing countries is the so-called 'normative planning' method (basedon recommended confined norms). The 'operational feasibility analysis' suggested' y Prion substitutes 'noimative planning' with an economic method that facilitates
the estimation of quantities and standards of services on the basis of planned de­
velopment indicators in the area (instead of fixed predetermined norms). 

Part Four relates to one of the most important characteristics of growth, namely
the decrease in the relative weight of agriculture in rural employment, and the in­crease in industrial activities. Bar-El states as a basic assumption that the planaingof industrial development in rural areas cannot follow any standard pattern. Heanalyses the dependence of such a planning process on the specific features of theregion and on the surrounding eccnomic structure. Furthermore, he assumes thatthe attributes of the region change during the process of development, causing acontinuous transformation of the relative weights of the various objectives that in­dustrialization is expected to achieve, and of the conditions in which industrial­
ization operates. As a result, no rigid industrial planning can be valid for long.
Rather, plans should be prepared on a dynamic basis, taking into consideration thechanging industrial structure which would be most adequate to the changing re­gional typologies at different levels of development. The most important variablesthat sho .ld be considered in the process of industrial planning are indicated, and 
a few specific hypotheses regarding relations between industrial and regional or 
national characteristics are suggested. 

Schwartz, in her chapter, examines ways of promoting industrial activities. Sheanalyses the role of government in attracting private investment, and focuses on thespatial aspects of directing industrial investment from urban centers to less devel­oped areas. The main types of direct financial incentives in various countries are
reviewed. An analysis of the impact of existing policies leads to the conclusion thatthe direct financial incentives offered to firms willing to locate in specified devel­opment areas do not effectively fulfill policy makers* objectives. Often they even 
cause instability in the region, and by tbems2lves are not enough to encourage in­vestment and economic growth in underdeveloped regions. A successful industrialdevelopment policy must include a combination of the various strategies which are 
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available to development authorities, weighted according to the level of develop­
ment in the region. 

Part Five deals with organizational factors in rural regional development.
Margulies attributes the lazk of development in many regions to the fact that they
have only little political power due to the centralization of the decision-making 
process. She suggests a 'negotiated order' approach to regional development, in
which regional development strategy would focus on the relation between the focal 
region and its environment on the one hand, and the national center on the other.
The growth potential of a region would be increased by improving its 'bargaining'
position, which is defined as a function of various factors, such as the geopolitical
and economic potential and its possible contribution to national growth; the elec­
toral political potential; the extent of regional, physical and social organizations, 
etc. 

Sherman's discussion of the development of agency-villager relations attempts
to place the analysis of this specific topic within the broader framework o. differing
basic approaches to the definition of the 'development' character of development
administration. Two schools are identified: administrative ecology and adminis­
trative engineering, and their implications for analysis of field operations in rural 
areas are discussed. The author proposes new approaches to the questions exam­
ined: policy implementation and social engineering. 

The last chapter describes the framework of organization for cooperation within
the rural sector, the changes which may occur in this framework in the process of
development and some of the spatial implications of the organizational framework. 
Wilkansky deals with the process of building an effective organizational supporting
framework for rural development. One major conclusion concerns the need for an
articulated multi-level system with horizontal and vertical linkages in order to en­
sure a stable and orderly development. Another major conclusion relates to the
need to strengthen the simultaneous and integrated organizational development of 
the rural and the urban sectors. 

NOTES 

1. We wish to acknowledge the support of Clark University and the Institut 
Superieur d'Etudes et des Recherches Pedagogiques, Walferdange, Luxem­
bourg. 



Part1: Assessing Rural RegionalPatterns 



MEANS, MOTIVATORS AND MARKETS IN RURAL
 
REGIONAL DEVELOPMENT
 

Avrom Bendavtd-Val 

What is needed now Is a greater readiness to step outside one's own discipline to look
afresh at the validity to the African development situation ofpremises underlying
specific disciplines... The predominant paradigms do not yet point to the roots of the 
problems (inAfrica). 

Goren Hyden (1) 

INTRODUCTION 

There is a renewed concern with development of subnational regions, and partic­
ularly with rural regional development, among developing countries and donor
agencies. In many of these, after a period of designating development regions,
setting up regional develoment authorities and launching regional development 
programs in the later 1960s and early 1970s, enthusiasm waned. This happened
because the institutional machinery for regional development did not work, because
the accomplishments of region-based development programs failed or because pri­
orities had to be shifted for other reasons. In some agencies regional development 
was so often associated with integrated rural development schemes that failed, that
until recently one could not even suggest it as a serious basis for planning devel­
opment interventions. Recently, however, quite a number of USAID Missions and
their corresponding Regional Bureaus in Washington, have begun to engage in re­
gional development endeavors, though only occasionally do the endeavors go by 
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that name.(2) This is particularly true in AID's Asia/Near East Region and in its
Africa Region, where regional development activities are under way in the 
Philippines, Indonesia, Jordan, Tunisia, Togo, Zaire and Somalia, to name but a
few cases. The saiae trend, if not yet everywhere as pronounced, can be detected 
in the programs, research agendas and conference topics of other donor and de­
velopment research organizations, as well as in the five-year plan statements of 
developing countries. 

To some extent, this new or renewed concern derives from a growing awareness 
of the need to address urban development problems in developing countries. 
Looking at things urban beyond housing and the massive urban deficits in metro­
politan areas, one quickly notices networks of secondary cities and lower-order 
towns. These urban settings have characteristics rather different from those of 
metropolitan areas, and many of the economic activities that go on within them are 
linked to what transpires in their rural hinterlands. This means that development
in those cities and towns is not likely to take place on a sustained basis if it does 
not also occur in their hinterlands.(3) And this, in turn, suggests the idea of re­
gional development. 

Whatever its origin, the growing concern with rural regional development is
welcome. Development strategies that address territorially defined subareas of a 
country from the multisectoral perspective have long been believed by many to be 
essential to any viable approach to sustainable national development. Some would 
argue that the overwhelming metropolitan problems of developing countries, the 
persistent food deficits, the intractable foreign exchange problems, and even the
crisis in development administration, can all be traced in material degree to devel­
opment policies that did not account for specific needs of specific regions of the 
couutry. Ultimately, a developing national economy means a nation of developing
regional economies. It therefore makes sense to concentrate a substantial portion
of development resources on measures to strengthen those regional economies. 

Pursuit of rural regional development has several implications. Conceptually,
it implies strengthening the economies of territorially defined nonmetropolitan 
areas within a country; concentrating on specific population groups and activities 
within those regions; building on intersectoral, rural/urban and urban/urban func­
tional relationships within those regions and between each of them and other re­
gions of the country; and organizing institutional relationships and capacities that 
connect regional development planning with national development planning on the 
one hand, and with local development planning on the other. In terms of policy,
it means formulating inacropolicy in a way that is designed to strengthen rural re­
gional economies; formulating regional development policy specific to the needs of 
each region; and coordinaing the use of policy implementation tools - public in­
vestment and service provision, regulation, economic incentives and disincentives,
information, and public procurement - for targrted purposes within each region. 

But there is no generally applicable way of going about the regional develop­
ment planning process, by means of which the distance from broad concept to
specific development policy for a particular region is transversed. The planning 
process in any particular case reflects circumstances and priority development ob­
jectives unique to the region at the time. However, credible development planning 
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process entails, one way or another, a diagnosis of the regional situation and a 
formulation of intervention strategies based on that diagnosis. 

Strong connection exists between regional diagnosis and regional development
intervention strategies, because the approach used to study the region - the over­
riding questions addressed, the data collected, the techniques used to analyze basic 
data - largely determines the intervention strategies that will be formulated. The 
nature of possible intervention strategies, on the other hand, determines the infor­
mation needed to i-form their design. Hence, regional diagnosis and design of re­
gional development intervention strategies take place within a more-or-less 
consistent conceptual framework, though often the conceptual framework is im­
plicit rather than explicit. 

The conceptual framework is a broad model, made up of notions concerning the 
key elements in a regional economy and the key relationships that occur among
them. Regional diagnosis examines those elements and relationships, and inter­
vention strategies are designed to alter them. The conceptual framework for diag­
nosis and intervention also influences the organizations and individuals that 
participate in rural regional planning, because it determines the technical capabili­
ties needed for regional diagnosis and the policy implementation authorities needed 
to carry out intervention strategies. A guiding conceptual framework for rural re­
gional development thus con.titutes an essential structure for a cohesive regional 
planning process. 

In the following pages we describe a particular conceptual framework for rural 
regional development, and discuss some of its implications. 'Anis conceptual
framework, or guiding 'model,' was devised for regional planning endeavors in 
which the priority development objectives are to increase agricultural productivity 
on the farms and to expand income-earning opportunities in the towns. It is pre­
sented here because these are priority objectives in many current efforts of rural 
regional planning, and so its relevance may be broad. Moreover, the framework 
is unusual in its explicit integration of behavioral and spatial dynamics in rural re­
gional development, and this may be of interest to students of regional development 
planning. 

A CONCEPTUAL FRAMEWORK FOR RURAL REGIONAL 
DEVELOPMENT 

The conceptual framework described below was developed within the context of 
specific operative circumstances and requirements while working with AID in 
Sub-Sahara Africa. The most important of these are: 

1. 	 In Sub-Sahara Africa, AID has been concerned with the alarming decline in 
per capita food production and the explosive rate of urban population growth;
hence the priority objectives of expanding agricultural productivity and urban 
income opportunities.
 
income
 

2. 	 USAID Missions in African countries have been looking for approaches to 
urban development problems, but generally are not equipped to make radical 
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departures from their traditional planning which is oriented to rural develop­
ment. These approaches, therefore, should enable them to build on past and 
current agricultural and rural development activity, and on existing planning 
expertise. 

3. 	 Sought especially is an approach to the planning or rural regional developient 
interventions that will lead to improved productivity of existing farmers on 
their farms. 

4. 	 Rural regional development planning, while accounting for town as well as 
farm activity, cannot be comprehensive. Funding, skills, and administrative 
capacity all are limited. The emphasis must therefore be ou :elatively modest 
interventions aimed at achieving the priority objectives and at fostering re­
gional dynamics that sustain the improvement. 

5. 	 The economies of many rural regions in Sub-Sahara Africa are largely de­
pendent upon a small number of dominant crops or groups of related crops.
That is, most economic activity in a rural region is associated directly or indi­
rectly with the growing and selling of those crops, or with the spr.nding of in­
come earned from them. 

This context reflects the situation among many donor organizations and rural 
regions of developing countries on all continents. Moreover, even in ostensibly
different rural regional contexts, such as irrigation and settlement schemes, many
of the operative circumstances and requirements are similar. For example, skills 
and administrative capacity are limited and concentrated in agricultural and rural 
development; funds are scarce, and investments beyond the basic settlement 
infrastructure need to be relatively modest; initial economic viability of settlement 
in both rural and rurban areas is dependent upon a few dominant crops or crop 
types. 

In looking for a conceptual framework to guide the diagnosis and formulation 
of rural regional development intervention strategies in specific regions in several 
African countries, we reviewed existing models of rural and regional development.
Though valid elements were readily found in them, existing models tended to rest 
either on implicit assumptions about the spatial context,(4) or on implicit assump­
tions about the behavioral context.(5) The few exceptions (6) were highly formulaic 
and comprehensive, and were simply unsuited to the situation at hand. 

What was needed was a guide to facilitate and motivate farm production in a 
given region, and a clue to the links of these two to urban enterprise in the region's 
towns. The conceptual framework had to encompass both the behavioral dynamics
of agricultural productivity and the associated spatial dynamics of farm/town re­
lationships. Rather than approach the region from the perspective of traditional 
economic sectors, agricultural development, or urban development, we need to 
understand all three as elements in the facilitating and motivating of agricultural 
production in the region. 

Below is a scheme representing the emerging conceptual framework in itr sim­
plest tems. 
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FARM
 
(Spatially extensive activity) AGRICULTURAL PRODUCTION
 

INTERVENING/
SPACE Goods & Money Goods & Money Farm Money
(access costs) Services Services Produce 

TOWN lo Means Motivators Markets
 
For Production For Production For Production
 

(Spatially concert. Ilnformation, Goods andtrated activity) serices for Bulking,credit, support breaking, storing, 

servicss, supplies, maintaining and processing and 
equipment, Improving the final sales to 
labor, etc. lives of family rural and urban 

members dwellers. 

The scheme is based on the observation that maintaining and increasing the pro­
ductivity of farmers on their farms requires, in addition to water: means for pro­
duction, including information, credit, support services, supplies such as seed and 
fertilizers, equipment, perhaps labour, and the like; motivators f'or production, in­
cluding most commonly the goods and services for maintaining ad improving the 
lives of farm family members; markets for farm produce, through which farm 
families eani the incomc (or are able to obtain credit) to acquire the means and 
motivating goods and services for continuing and expanding production. 

The means, motivatoi3 and markets for agricultural production are, for the 
most part, town-based. Means and motivators are generally obtained in or through
towns and cities, and in many cases are produced there. The output markets,
whether for local final sales, national markets, processing, or even export sales, also 
operate through towns and cities.(7) Moreover, provision of means, motivators 
and markets for agricultural production is the principal basis for urban employment
and enterprise opportunities, especially in smaller towns and cities.(8) 

The sustaining and increasing of agricultuai productivity and the promoting
of off-farm employment and enterprise opportunities are therefore intimately asso­
ciated in rural regional development and in national development. Availability of 
means, motivators and markets for agricultural production is as essential for in­
creasing agricultural productivity as water and improved production technologies.
Agricultural production systems incorporating town-based elements in the region 
are as important for fostering off-farm employment and enterprise opportunities 
as credit and management skills. 

To translate the scheme into a conceptual framework that can be useful for a 
specific rural region, 'farms' and 'towns' should be taken as representing networks 
of places; 'agricultural production' should be taken as referring to a particular
dominant or representative agricultural commodity; means, motivators and mar­
kets would be those associated with the particular commodity. The scheme thus 
becomes a framework for an emamination of the operations of 'production systems' 
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for a spe;ific dominant or representative agricultural c'ommodity in the region. The 
term 'production system' as used h',re encompasses the four major components re­
flected in the scheme. 

One could imagine a map of the region illustrating the important elements of 
production activity, provision of means, provision of motivators and marketing for 
the production system of a particular agricultural commodity. Elements of the 
production system would be represented on the map in qualitative, quantitative and 
spatial terms. Conceptually, 'overlays' of these maps combine to portray aggregate
activities, such as agricultural marketing, input supply, transportation services and 
so ou, at and among rural and urban locations in the region.(9) 

RURAL REGIONAL DIAGNOSIS 

What approach does the above "3-M production system" conceptual framework 
suggest for regional diagnosis? Data on aggi.gate activiies in and among various 
locations in the regions would be accumulated from information about the oper­
ations of individual commodity production systems. This means that data on ag­
gregate activities would be incomplete. For example, the estimated volume of trade 
in agricultural produce at a pirticular market center would be the sum of trade 
recorded only for the commodities selected fni study. These commodities, however,
would be the dominant and r:presentative ones. 

From the 3-M perspective, interest in the market center would be aimed at its 
role in the production system', of those commodities. The 3-M production system
framework guides regional diagnosis toward a limited analyzis of the region. The 
approach is to study in depth a few key components of the regional economy,
namely the production system of dominant agricultural commodities or commodity 
groups. The purpose of regional analysis is to inform the design of the desirable 
development interventions. Intervention strategies will then be formulated around 
specific commodity production systems and aim at improving productivity, effi­
ciency, market mechanisms and regional multipliers within them. 

The first task is to select the commodity production systems to be studied. 
Some preliminary analysis may be required to determine which commodities dom­
inate or represent agriculture in the region, but this knowledge is most often readily
at hand. Seldom will the commodity production systems that ought to be studied 
in a given rural region number more than six. These should be selected so as to
allow an assessment of different types of commodities, production and market ori­
entations which are of significance in the region. Among the selected commodities 
we might find ittms that are produced primarily: for export markets, for regional
markets, for domestic national markets, by small-holders, and/or on plantations, 
state farms or large private farms. 

While the conceptual framework derives from an overriding concern with agri­
cultural production, the same spatially diaggregated production system framework 
can be employed for urban-based or rural nonagricultural products, such as man­
ufactured goods, charcoal or minerals mined in the region. It is simply a matter 
of documenting spatial expression of the production activity, provision of means 
and motivators and marketing for a specific commodity. 
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In the Lower Juba Valley of Somalia, where the 3-M framework is being used,
the commodities selected for study were livestock and associated products, bananas,
maize and machine maintenance and repair. Livestock is the dominant commodity
in the region and a i aajor source of export and domestic food. The extent to which 
this nomadic production activity is linked to the towns of the region in terms of 
inputs, motivators and final markets has not been documented. It is being studied
because we do not know how it actually serves and is served by the regional ecoh­
omy. 

Bananas are also a dominant export-oriented commodity. It is a plantation 
crop produced by large private landholders and government enterprises. The 
sources of means (except field labor), the motivators and the markets for this 
commodity are chiefly outside the regional economy. Maize is a staple crop
produced principally by smallholders. The trade in this commoity in regional
markets is brisk and large quantities are marketed outside the region. Other major,
though not dominant, agricultural commodities produced in the region have similar 
characteristics. 

Machine maintenance and repair was selected as an urban activity. In this case,
information relating only to the three agricultural commodities under study is not 
enugh, because machine maintenance and repair services are likely to be critical 
to any expansion in agricultural productivity. However, their available quantity
and quality at various locations in the region is likely to be significantly influenced, 
at least in the intermediate term, by factors which are not related to the production
systems for livestock, bananas or maize. In other words, the strategic role of this'commodity' in development requires that its 'production system' be fully under­
stood in order to design realistic and effective intervention strategies. 

The four components of a production system must now be translated into cat­
egories of information to be documented. There is a number of possible ap­
proaches to this, depending on the nature of the rural region in question and the 
research resources available. If a relatively comprehensive approach is possible, the 
following information might be collected for each commodity production system: 

1. 	 Production. Technologies employed, quantities produced, costs, cycles of pro­
duction, market signal responses, decision-makers, provision of labor, sites of 
various phases of production, use of working capital etc. 

2. 	 Inputs. Types, quantities, costs, means of acquisition and sources of means of
production, location of technical information, credit, support services (includ­
ing legal, administrative and security), supplies, equipment, labor etc. 

3. 	 Use of Rerenues (for acquiring, or not acquiring, means and motivators of 
production). Actual and desired types, quantities and locations of savings,
repair/replacement investment, growth investment, outside investment, taxes,
fees, government revenues, remittances, other transfers, production credit in­
terest and principal, consumer credit interest and principal, producer and 
consumer goods and services purchases, and other outlays in relation to re­
venues. 

4. 	 Ma;'keting (process of acquisition of income for obtaining means and 
motivators of production). Transportation, physical facilities, distribution 
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(breaking, bulking, storing), processing, labor, institutions, seasons, locations,
price signal, contract and other aspects of the marketing system. 

In practice this list would naturally be refined to suit circumstances, and the 
regional analysis would be performed at a level of detail determined by need and 
resources. However, if we want the information, even anecdotal information, to 
be useful for the design of intervention strategies which are consistent with the 3-M 
conceptual framework, it must, as the list suggests, be tied to specific locations. 
The implications of this may go beyond what at first appears to be the case. On 
the farm side, for example, there may be different production patterns for signif­
icant types or sizes of farms that produce the same commodity. On the town side, 
access by farmers to means, motivators and markets may be only the last event in 
a sequence of transactions predominantly among towns; and these urban/urban
relationships may have to be traced in order to document rural/urban dynamics in 
the region as they really are. 

This is not the place to explore ways of collecting, processing and displaying
information on individual commodity production systems or aggregate functions 
in the region. But the 3-M framework does have broad implications for these ac­
tivities, as any conceptual framework should. For example, since commodity pro­
duction systems are multisectoral, their analysis must be multidisciplinary. The 
skills that may be required involve not only specialists in regional analysis, but also 
anthropologists, ecologists, experts in agricultural systems, knowledge of local his­
tory, culture and institutions, marketing specialists, small business specialists and 
others, depending upon the situation. People wllij live and work in the region must 
participate in the assessment as collectors uf information and as valuable sources 
of information and of guidance regarding the most pertinent information. 

Moreover, the 3-M framework suggests an accumulation of behavioral, spatial
and economic information through labor-intensive method of primary data ,ol­
lection at specific places. Therefore, unless research resources are extensive specific
items to be documented must be chosen with care. But in order to know which 
elements of a commodity production system most warrant detailed study, we must 
first know how that system works, which implies a two-stage analysis process. 

The first stage entails sufficient field observations, interviews and statistical re­
search to enable reasonable definition of each commodity production system as it 
operates in the region. Quantification in the first stage may amount to no more 
than rough estimates of relative orders of magnitude, associated with functions and 
linkages among the various locations in the region that play a significant role in 
each system. The second stage involves more detailed collection and analysis of
data for elements of each system selected for further study. Functions and linkages 
may be selected for detailed study because of their significance within a particular
commodity production system or for the commodity production systems in aggre­
gate, or because of their potential significance for interventions to alter a com­
modity production system. 
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DESIGNING INTERVENTION STRATEGIES 

As mentioned earlier, the 3-M production system conceptual framework guides re­
gional diagnosis, or analysis, so that it informs the design of intervention strategies
built around specific regional commodity production systems. These strategies
would be made up of coordinated direct and indirect interventions in production
activity, provision of means and motivators, and/or marketing components of each 
production system. They would be aimed at increasing agricultural productivity in 
the region through a process that expands private employment and enterprise op­
portunities in the towns. It is easy to see the basis for cohesiveness in the planning 
process that is provided by the conceptual framework. 

The 3-M framework focuses diagnosis, and therefore policy and project inter­
ventions, on rural regional dynamics, namely on the systemic relationships among
things. It is a process-oriented framework by means of which production endeavors 
are examined as multifaceted multisectoral processes involving many groups and 
locations that function interdependently. Derivative intervention strategies may
be incremental, but the activities within them are easily coordinated and designed
to reinforce each other. Mistakes such as improving the marketing systems but ig­
noring access to means and motivations of production, or providing better pro­
duction technologies but overlooking the marketing improvements required to 
accommodate increased output, could be avoided by a diagnosis based on the 3-M 
production system framework. 

In fact, diagnosis and design of intervention strategies may be undertaken si­
multaneously. For example, the first stage analysis may reveal that in aggregate,
the most critical obstacles to increased agricultural production are the high cost of 
water pumps and the unavailability of parts and repair services (access to means 
of production), the unavailability of high school education for farm children (the
ability to pay for which would be a powerful motivator for increased production),
and a high spoilage rate owing to inadequate storage facilities for marketing
produce (limited output markets). The second stage of the regional diagnosis,
which involves a detailed study, may be designed to determine precisely what types
of interventions would be most effective and where. 

In any particular rural region there ma) be "sectoral programs" deriving neither
from a careful order of priorities of development objectives, nor from a broad di­
agnosis of the regional economy. There may be a drive to expand the access of 
health care facilities in rural areas, for example, to strengthen infrastructure and 
public services in rural towns, to promote rural industrialization, to expand irri­
gation in a portion of the countryside, or to improve produce market facilities in 
market towns. Such programs can be initiated in many ways - independent deter­
minations of needs, availability of particular donor programs, political necessity
etc., and each entails sectoral diagnosis and design of sectoral intervention strate­
gies. 

The _.M production system framework can be integrated with sectoral studies,
and used to orient sectoral intervention stratep,:s toward priority objectives of re­
gional economic development. With regard to health care, for example, knowledge
based or, the 3-M production system analysis can help determine what types of 
health care facilities will have the greatest impact on agricultural productivity and 
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where. With regard to strengthening the infrastructure and public services in towns, 
an analysis based on 3-M might complement urban function scalogram and related
analyses to determine which urban facilities, if improved, are likely to improve the 
operation of key agricultural commodity production systems. An analysis of an 
irrigation system based on 3-M may suggest complementary investments for the 
provision of means, motivators and markets for production that will maximize re­
gional development benefits. 

The 3-M production system framework can also serve as an intellectual tool for 
designing sectoral or other special studies in a way that will help those studies in­
form the design of intervention strategies for priority objectives of rural regional
development. As an illustration, consider the subject of remittances that has been 
studied intensively in recent years. There is much that could be studied about re­
mittances, or receipts from other non-farm activities, in rural regions. But if we 
wish to concentrate resources on aspects that are most relevant to regional agri­
cultural productivity and associated town-based activities, the 3-M framework 
suggests the following research questions: do town-to-farm remittances (or receipts
from other non-farm activities) diminish the incentive effects of motivators for ag­
ricultural production? Do they diminish the need for motivators of production?
Do they alter rural tastes and needs so as to change the motivational attributes of 
potential motivators? Do they increase access to means of agricultural production?
How do they influence rural/urban interaction? Is the ability to make farm-to-town 
remittances, to support a kin in the city, a motivator for agricultural production? 

If we are dealing with urban development, the most appropriate questions are: 
in what ways are the economies of rural regional towns and citits tied to specific
agricultural production systems in the region, both directly and indirectly? In what 
ways could they be linked better? What sorts of urban investments would enhance 
national and regional economies by increasing the productivity efficiency and 
multipliers of specific rural commodity production systems? What functions and 
commodity systems offer the greatest opportunities for employment and small en­
terprises? How do various rural towns function as sites of production, outrut 
markets, sources of consumer goods and services and sources of inputs? 

Or, with regard to macropolicy reviews: what are the consequences of tariff,
foreign exchange and agricultural pricing policies on access to means and 
motivators of production? What are the effects of agricultural export policies on
the viability of local agricultural marketing systems? In what ways do urban in­
vestment policies support or undermine the availability of means, motivators and
markets in key rural regional commodity production systems? In what way do 
parastatal operations supplant or support the functions of regional towns and cities 
in providing means, motivators and markets for agricultural production? 

For those concerned with the development of institutions, the 3-M production
system framework would help determine the order of priorities for strengthening
rural institutions. For those concerned with beneficiary self-empowerment process,
it would provide a basis for identifying potentials for coalition building and for 
cooperative decision-making and advocacy work. For those concerned with wel­
fare, specifically of the rural poor, it would help target assistance through economic 
activities in which the poor are - or could be - engaged. For those concerned with 
participatory analysis and planning, it would provide a framework for beneficiary 
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assembly and analysis of information, and a guide to planning process procedures.
For 	those concerned with agricultural technology, it would provide insights into 
complementary urban-based activities essential for the success of technological in­
novation. For those concerned with sociocultural determinants of rural behavior,
it would provide a framework for organizing observations and translating them into 
information that is useful for decision makers. 

The 3-M production system conceptual framework can help weave diverse 
threads of the rural regional fabric into a behaviora ' and spatial dynamics that can 
bring about production and distribution of principal regional commodities. 

NOTES 

1. 	 See the Introduction to Hyden (1983) for further elaboration. 

2. 	 These activities may go by names such as river basin or river valley develop­
ment, provincial development, area development, irrigated perimeter develop­
ment, decentralized developm nt, or secondary city/market town and 
periphery development. What places them all in the category of rural regional
development is their focus on multisectoral economic development in partic­
ular regions of nonmetropolitan national territory that include both urban and 
rural areas. 

3. 	 Excellent discussions concerning the roles of small cities and the rural context 
of urban development will be found in Gibb (1984), Matbur (1982), Rondinelli 
(1983), Rondinelli and Ruddle (1978), and Wanmali (1982). 

4. 	 A good example will be found in the well-known work by Mellor (1966). 

5. 	 A good example, with reference to other well-known spatial models, will be 
found in the recent book by Rondinelli (1985). 

6. 	 Good examples will be found in Johnson (1970) and Weitz (1971). 

7. 	 In some cases, 'towns' may be emb.'yonic, taking the form of periodic rural 
markets. Historically, with an expanding regional economy these markets tend 
to evolve into settled urban communities. 

8. 	 This holds whether markets and enterprises are run by private entrepreneurs,
community groups, communes, cooperatives, municipalities, provinces or na­
tional governments. 

9. 	 Many constructs that were put forward by other authors are related to the one 
presented here. For example, Mosher (1966) refers to five factors that affect 
the pace of agricultural development: markets for farm products, changing
technology, local availability of supplies and equipment, production incentives 
for farmers and transportation. There are, of course, many ways to categorize
the 	elements of an 'agricultural production system'. What distinguishes the 
conceptual framework put forth here from others that may include the same 
elements is that it incorporates those elements in a unified framework of be­

19 



havioral and spatial dynamics, and considers them with respect to specific
commodities. 
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Part2: Rural/UrbanDynamics 



ROLES OF TOWNS AND CITIES IN THE
 
DEVELOPMENT OF RURAL REGIONS
 

Dennis A. Rondinell] 

As a region develops from a subsistence or low-surplus agricultural economy to one 
that is more commercialized or diversified, the rcquirements for increasing agricul­
tural output become more numerous and complex. As a region begins producing 
a traded surplus rather than simply providing for the consumption needs of rural 
households, new production inputs, supporting services, infrastructure, marketing 
outlets and commercial organizations must be available to maintain higher levels 
of production and ensure a steady economic return to the regional economy. In 
addition, new and more dynamiz physical and economic linkages must be forged 
between rural areas, towns and cities. Urban centers ranging from market towns 
with a population of 15,000 to 20,000 or more, small cities of 30,000 to 100,000 
residents and secondary cities with 100,000 to over a million inhabitants come to 
play a vital role ini regional development. They are especially important as markets 
for agricultural goods, as sources of agricultural and commercial inputs and as 
centers of off-farm employment. Physical and economic linkages between rural 
areas and urban centers and among towns and cities in a region begin to play a 
crucial role in facilitating the dynamic relationships that allow a regio.:l economy 
to grow and diversity, and in influencing the distribution of income from agricul­
tural development. 

This paper examines the changes that occur in regions in transit',)n from a 
subsistence or low-surplus agricultural economy to a commercial and more diver­
sified one. It focuses particularly on essential factors to increased agricultural 
productivity and the roles of cities and towns in regional development. 

4' 
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FACTORS AFFECTING AGRICULTURAL DEVELOPMENT 

In nearly every developing country, five factors affect the pace of agricultural de­
velopment: markets for farm Products, changing technology, local availability of 
supplies and equipment, production incentives for farmers and transportation
(Mosher, 1955). Some of these factors can be provided by the farmers themselves 
through cooperative efforts; others must be provided by private entrepreneurs in 
response to growirg demand, by local and national governments concerned with
accelerating agricultural production and rural development, or by some combina­
tion of public and private investment. But weaknesses in rural market mechanisms 
and organizational structures in poor regions often require governments to play an 
important role, at least initially, in creating these factors and in extending access 
to them. 

As demand for food increases and production expands beyond the subsistence
level, agricultural output depends on a larger constellation of inputs and supporting
services that, together, form the region's farming system. Studies of developing
countries have shown that the elements of the system usually include the following
(Hopgood and Millikan, 1965; Mellor, 1967; Wharton, 1969): 

I. 	 Physical Input Factors. Seeds, water, natural or commercial fertilizers and
pesticides, work animals or farm machinery, manufactured tools and human 
labor. 

2. 	 Economic Factors. Transport, storage, processing and marketing facilities for
farm products; facilities for the supply and distribution of inputs, including
credit; affordable input prices; favorable product prices; and appropriate agri­
cultural tax and subsidy policies. 

3. 	 Organizational Factors. Favorable land tenure arrangements; public policies
supporting agricultural development; farmers' organizations that can coordi­
nate physical inputs; economic, social and public services needed by rural 
households. 

4. 	 Knowledge Factors. Effective organization of basic and applied agricultural
research and diffusion of knowledge relating to technology, economic factors, 
farming methods and agricultural policy. 

The entire structure of the agricultural economy in a region changes as pro­
duction increases and farming becomes more commercialized (Johnston and Kilby,
1975). Technical and managerial efficiency must be increased through the adoption
'if technological innovations, and inputs must be combined effectively.more 
Larger inputs of land and labor are usually needed. Pressures increase fur bringing 
new land into cultivation or extending the growing period on existing land. At the 
same time, the need for capital inputs also increases. Production is expanded ini­
tially through the use of nonwage farm labor, later through the application of bi­
ological and chemical inputs, and finally tuough the use of labor-saving
technology. New demands and opportunities arise for agricultural research, for 
extension and education programs, and for modification in local and national pol­
itical, institutional and economic structures that affect attitudes, perceptions and 
values. 
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Structural changes in the agricultural economy of a region are usually bound 
up with economic changes in other sectors. Rising per capita income not only
stimulates demand for food, but also shifts the types of foods demanded from staple
grains and starches to vegetables, meats, dairy products and fruit. Meeting the 
demands for these commercial crops requires inputs from the transport, service,
manufacturing and commercial sectors, and increased investment by government
in infrastructure and utilities. 

Once the demand for food increases, the capacity of farm households to expand
production and raise their incomes also depends on their access to an efficient 
marketing system. Farmers must be able to get their goods to market quickly and 
cheaply after harvest, and to store goods that cannot be sold at a favorable price.
An effective system of processing contributes to marketing improvements, initially
by reducing waste and lowering transport costs. But an efficient processing indus­
try also makes goods available in more convenient forms to consumers, thereby
expanding the markets for agricultural products (Abbot, 1967; Mittendorf, 1981). 

THE ROLES OF TOWNS AND CITIES IN REGIONAL 
DEVELOPMENT 

As regions are transformed from subsistence to surplus production economies, pe­
riodic marketing systems are also transformed and consolidated into commercial 
marketing systems. Market towns, small cities and large urban centers come to 
play a crucial role in providing farm inputs and absorbing agricultural products. 
Under these conditions, as Weitz and his associates have pointed out (1976, p. 6),
the location of public and private investments in strategically located towns and 
cities becomes an essential instrument for accelerating agricultural development. 
They argue that "agriculture does not develop by itself. It requires a complete in­
stitutional system to support it, market its products, and provide inputs, credit and 
professional advice. The rural community, which is the agent of agricultural de­
velopment, needs services for its population, such as education, health, public fa­
cilities and commercial outlets. The efficiency and location of both producer and 
consumer services exert a strong influence on the success of agricultural develop­
ment." 

Programs for strengthening the functions of centrally located towns and cities 
that act as markets and as processing and distribution sites, and provide basic ser­
vices and facilities for people living in surrounding areas, is one means of main­
taining and accelerating the pace of agricultural development in a region. 

The primary function of market towns in poor rural regions or in regions
undergoing the initial stages of transition from subsistence to commercial agricul­
ture, is to act as consumption and services centers for agricultural households. In­
deed, these functions - and presumably the market towns themselves - come into 
being as the result of agricultural expansion (Gibb, 1984). 

As the agricult,.ral economy grows and diversifies, its continued expansion be­
comes more dependent on the economic and social functions performed by towns 
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and cities (Rondinelli and Ruddle, 1977; Rondinelli, 1983). Where cities and towns 
function effectively they: 

1. 	 Offer institutionalized points of exchange at which farmers can bring their 
agricultural goods and products to be sold to people who come from a wide 
area to engage in trade. 

2. 	 Serve as distribution centers in which small amounts of agricultural goods can 
be bulked for distribution and sale in larger markets in other parts of the re­
gion or country, and to which mobile traders can bring goods manufactured 
in larger cities for sale locally. 

3. 	 Provide out!ets in both the marketplace and in shops and stalls surrounding
the market for a wide range of basic consumer goods such as clothing, crafts,
household items, cooking utensils, processed food and furniture, as well as 
farm supplies, implements, fertilizers and other inputs needed to increase ag­
ricultural production. 

4. 	 Offer a wide range of personal and commercial services such as credit, storage,
mills and processing facilities, transportation, brokerage, blacksmithing and 
repair services, in a convenient location. 

5. 	 Provide basic public and social services such as post offices, licensing and 
registration offices, branch offices of national government agencies, elementary
and high schools, vocational schools, maternity and child care services,
dispensaries and health clinics, agricultural extension and technical services. 

6. 	 Provide a channel through which new ideas, technology or ways of doing
things can be introduced into a rural region, and a place where farmers can see 
them demonstrated or observe the effects of their application. 

7. 	 Serve as a focal point for religious, social and recreational activities by pro­
viding locations for churches, temples, social organizations, festivals, bars, 
restaurants and sports competitions. 

8. 	 Offer opportunities for off-farm employment in small-scale industry, in com­
mercial and services enterprises and in agro-processing and distribution activ­
ities, and provide apprenticeship training in the range of crafts, service and 
productive activities found in the market center. 

As the agricultural economy in a region grows and diversifies, larger cities 
within the region and metropolitan areas in other regions also provide markets and 
act as centers of trade for agricultural goods. Urban population growth and 
agglomeration create increased demand for agricultural products from nearby rural 
areas; agricultural markets in cities provide employment opportunities for urban 
workers in a large number of commercial and service activities related to market 
trade; and the cities function as agricultural supply centers and as locations for 
agricultural processing and agri-business activities (Rondinelli, 1984). Research 
indicates that the growth of cities strongly influences agricultural cropping patterns,
the intensity of land use and returns to agricultural investment in surrounding 
areas. In addition, it creates demand for cottage industry goods produced by rural 
households. In some countries, rapidly increasing agricultural productivity drives 
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people from rural areas to cities in search of new employment and economic op­
portunities, and the employment of migrants in citie3 is a source of income remit­
tance to farm households in rural areas (Rondinelli, 1984). 

Perhaps the single most important role of cities and towns in agricultural de­
velopment is that they form the physical structure through which agricultural goods
flow from the farm to final markets (Lele, 1971). In early stages of surplus pro­
duction, marketing chains - the sequence of transactions and comm,dity move­
ments from producer to consumer - become longer and involve larger numbers of
small-scale intermediaries. As agricultural production in rural areas expands to 
meet urban food needs, the number of market centers usually increases. Periodic 
markets in some areas begin to expand and meet more frequently, and new markets
evolve in the areas between existing ones. The number of goods and services of­
fered in marketrliaces incre,,ses, and stronger and more numerous intcrmarket
trading linkages evolve. The larger markets attract more traders and intermediaries 
from a greater distalice. Markets in the region begin to form a hierarchy in size,
diversity and volume of goods traded (Bromley, 1971). 

Typically, goods that are not retained by rural households for consumption,
feed, seed or in-kind payments are sold by farmers throvigh cooperatives or town­
based itinerant traders, directly to consumers in village marketplaces, to local 
traders, brokers, truckers or commission agents, or to government marketing agents
in nearby towns. Local traders, in turn, sell the goods in town markets to other
traders and brokers, or to millers, hullers or processors in small cities. Some of the 
good are consumed locally in the villages and towns; some are processed and sold 
to wholesalers from larger cities; and some are resold to government marketing
boards and retailers in regional urban centers. Some products are bulked for sale 
to exporters in large cities, and others find their way through middlemen and bro­
kers to metropolitan areas, where they are sold by wholesalers to grocery stores,
supermarkets, restaurants and institutions, and by retailers, hawkers and vendors 
to individual consumers. People working in the 'informal sector' usually dominate 
an important part of the food distribution network from producer to seller to con­
sumer in Third World cities (Lam, 1982). 

As regional development proceeds, new transport and communication linkages
make travel for traders and consumers to larger market centers less expensive and 
more convenient. Many periodic and small daily markets either disappear or are 
absorbed by larger ones. Larger and smaller markets become organized in a more
definitive hierarchy and are more integrated spatially. Trade interactions tend to 
increase and the meetings of periodic markets become more synchronized (Bromley,
1971). The marketing chain then tends to shorten again; small-scale mobile traders 
are increasingly displaced urban-based wholesalers,by larger and farmers have 
more direct access to market centers. 

Thus, towns and cities form the physical structure of marketing through which
urban demand absorbs agricultural products. Cities, in turn, depend on agricul­
tural output for their survival and growth. The economies of small towns as well 
as of larger cities depend on agriculture-related production activities for employ­
ment and income. 
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STRENGTHENING THE ROLES OF CITIES AND TOWNS 

Although a good deal of evidence suggests that market centers, towns and cities can
play important roles in the development of rural regions in many developing
countries, the settlement system is neither well developed not integrated sufficiently
to facilitate agricultural expansion. Problems arise from three major sources. 

First, many rural regions in developing countries lack sufficient numbers of 
towns and cities of adequate population size to be able to support the wide range
of services, facilities, infrastructure and productive activities needed to sustain re­
gional agricultural growth. In many regions the population is scattered widely in
settlements of very small size that are neither big enough nor accessible enough to
provide these functions efficiently. In others, the market towns and service centers 
that do exist are not distributed widely enough geographically to allow people living
throughout the region to have access to them (Rondinelli, 1983a). 

Development planners and policy-makers are now aware that if agricultural
productivity and employment opportunities are to be il.employment expanded in
rural regions, a well developed and physically integrated system of market towns
and cities must serve as the base for regional development. Because of the scarcity
of investment resources in most developing countries, many projects that are
needed to support agricultural development and off-farm rural enterprises cannot 
be scatzered widely over the countryside. They must be concentrated in strate­
gically located settlements that have adequate populations to support them and are
accessible to people living in a large surrounding area. 

Second, in many areas where towns and cities do exist, they do not offer many
services and facilities or appropriate infrastructure because of inadequate invest­
ment. Thus, settlements that might act as market and service centers for their areas
do not do so because they lack the appropriate combination of functions that would 
make them attractive to people who must travel long distances to use them. 

Bromley (1984) argues that regional development policies that seek to
strengthen the role of market towns in promoting agricultural devlopment must
address two major issues. The first is to ensure an optimal distribution of market­
ing facilities in accessible towns and cities through a region. The second is to assure 
that the towns and cities in which marketing facilities and services are located are
linked to each other in mutually beneficial ways. Bromley identifies several ways in
which governments can intervene to improve marketing systems as instruments of
regional development: (1)establishing new markets; (2)synchronizing market days;
(3)increasing the effectiveness of market regulations; (4) installing complementary
services at market sites, (5)providing mobile government services in market centers;
(6)providing better market information and publicity; and (7)ensuring that public
services located in market towns are kept open on weekend market days. Finally,
governments must also undertake policy reforrms aimed at increasing the efficiency
and effectiveness of agricultural marketing practices. 

Third, in some rural regions that do have large numbers of towns, the settle­
ments are not physically and economically integrated. They are not effectively
linked to larger urban markets for agricultural products. Nor are linkages between
them and their surrounding rural areas strongly developed. Thus, only people liv­
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ing within towns and cities benefit from their services and facilities, while people 
living in peripheral or distant areas have little or no access to them. 

Investments in physical iifrastructure and facilities that strengthen the above 
functions and link towns and cities to rural areas can have a strong impact on ac­
celerating agricultural development and generating increased income for rural 
households. Recent studies of rural-urban road investments in developing coun­
tries, for example, indicate the pervasive impact these linkages can have on agri­
culture and on a regional economy. 

The benefits of these new physical linkages include the following (Anderson and 
Vandevoort, 1982; Cobb et al, 1980; Levy et al, 1981; Van Realte et al, 1979): 

1. 	 Lower Transportation Costs. Extensions of rural-urban roads or improvements 
in road conditions lowered the costs in time and money that farmers pay to 
get their produce to market. The roads allowed more extensive use of motor­
ized vehicles, encotuaged competition among bus and trucking firms and in­
creased the types of road use. 

2. 	 Significant Increases in Agricultural Production. The largest increases in output 
have been observed where complementary inputs were provided, transport was 
competitive and the cost of transport was a high percentage of produce price. 

3. 	 Change in Crop Composition. Increased access of rural households to urban 
markets induced farmers to change from subsistence to commercial cultivation, 
and allowed farmers to respond better to market opportunities. It also allowed 
farmers within a greater distance from market centers to plant more perishable 
commercial crops. 

4. 	 Adoption of Commercial Inputs. More farmers were able to use new agricultural 
tools, machines, fertilizers, pesticides and other commercial inputs. Usually
the larger and more productive farmers benefited first, but poorer farmers also 
obtained substantial benefits from the adoption of commercial inputs as the 
market for food products increased. 

5. 	 More Effective Agricultural Extension. Rural areas were served more efficiently 
and effectively by public agencies providing support services for agricultural 
development. Extension, demonstration, cooperative and informational pro­
grams were usually established after roads made service delivery easier for 
city-based government agents. 

6. 	 Spread of Processing Activities. Nev' rural-urban physical linkages allowed 
agro-industrial, processing and commercial enterprises providing consumer 
goods to locate along road corridors as well as in towns and cities. In some 
places, small-scale manufacturing and processing enterprises competed with 
cottage industries, but they also made available to rural households a wider 
variety of manufactured goods at lower cost. 

7. 	 Increased Land Values. The value of land along new access roads usually in­
creased, encouraging more intensive use of land and more extensive cultivation 
of high-value commercial crops. 
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8. New and More Effective Marketing Patterns. The construction of rural-urban
road linkages increased agricultural and related marketing activities and re­
structured local marketing patterns. Periodic markets were often consolidated 
or displaced by daily markets; the farmers closest to roads and market centers
could by-pass middlemen and obtain a higher return for their products; in­
formal sector or small-scale marketing activities increased along roadsides,providing new income-earning opportunities especially for and chil­women 
dren. 

9. 	 Increased Access to Off-Farm Employment. New roads allowed larger numbers
of rural households to obtain income from off-farm employment opportunities
in towns and cities by shortening commuting distances and lowering trans­
portation costs. 

10. 	 Easier Access to Social and Public Services. The creation of stronger physical
linkages between rural and urban areas has also increased the intensity withwhich rural families use social services, recreational facilities, health clinics and 
some types of educational facilities in towns and cities to which they had no 
previous access. 

CONCLUSIONS 

Governments can do much to strengthen the ability of towns and cities to performeconomic and social functions that support and stimulate agricultural development
by locating investments in services, facilities, infrastructure and productive activities
in places where the rural population will have the most access to them, or by in­vesting in projects that will increase the access of the rural population to towns and
cities performing those functions. But investing in 	 production facilities,
infrastructure and support services in towns and cities, or linking them more effec­tively to their rural hinterlands, is only one of many actions that must be taken in
rural regions to expand agricultural productivity and raise the income of rural
households. Strengthening linkages between rural areas and cities by .:onstructing
or improving access roads, for example, can have the kinds of beneficial effectsdescribed earlier only if it is a part of a more extensive program to support agri­
cultural development and raise the income of rural households. Evaluators offarm-to-market road projects point out that "only if combined with rising agricul­
tural incomes and policies that supported small-scale commercial and industrial
enterprises could rural road construction assist the growth of commerce and pro­duction benefiting poor people." They concluded that "to provide farmers with
improved access to markets, more than rural road construction was usually neces­
sary. Also needed were a marketing system that could handle increased production,
price incentives, complementary services and inputs, and a transport industry that
could respond with more and better services at lower prices" (Anderson and 
Vandervoort, 1982, pp. 16-17). 

Strengthening the functions of urban centers must be done carefully, incre­mentally and strategically in most developing countries. Not all towns and cities
in a region can or should have a full range of services, facilities and infrastructure.
One of the benefits of having a well developed and integrated system of towns and 
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cities is that il provides access to a wide range of functions for a large number of 
people without each settlement having to provide all of them. 

Thus, one of the major tasks of regional planning is to ensure that investments 
in services, facilities, infrastructure and productive activities are located strate­
gically in towns and cities that can serve a wide area, and that linkages are forged
between them and other settlements in a region so that more people have access to 
them. Regional planning can provide the information needed to help planners and 
policy-makers make investment and location dccisions that will achieve these goals
(Rondinelli, 1985). 
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URBAN/URBAN RELATIONS AND RURAL
 
REGIONAL DEVELOPMENT
 

Michael L. McNulty 

URBAN GROWTH AND RURAL DEVELOPMENT 

Regional and national growth inevitably result in the emergence of urban centers 
of production, distribution, consumption, service and administration. The re­
lationships between these centers change according to the development context and 
to the period in growth of the region or the nation, and are both spatial and func­
tional. The spatial aspects refers to the number and relative location of such cen­
ters, and the functional - to the economic, social, political and other linkages which 
exist between the centers. The nature of the relationship between the spatial and 
functional attributes of urban systems has been studied extensively by geographers
and regional scientists. 

This paper discusses the nature of that relationship in developing rural regions
of the Third World. It is argued that the experience of coloniaization in many
countries of the Third World adversely affected the development of a strong na­
tional system of urban centers, and that this in turn has slowed the pace of rural 
development and frustrated the growth of viable regional economies. It is further 
suggested that the actions of national governments and international donor agen­
cies since independence have exacerbated the problem. Poicies of national gov­
ernments and projects of donor agencies have failed to provide for the essential 
intra- and inter-urban infrastructure required to facilitate rural production.
Strengthening urban/urban and rural/urban linkages through the provision of 
physical and human infrastructure is considered an important concomitant, if not 
a prerequisite, to rural development. Rural development projects which do not 
recognize this will continue to fail. 
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Urban centers emerge to serve specific economic, social and political purposes.
As such, cities are a reflection of the organizing principles of the economy, society
and policies they serve. Analysis of the spatial pattern of urban growth in a region
cannot meaningfully be utdertaken without an appreciation of the functional re­
lationships which maintain that pattern, the organizing principles which are its 
reason for existence, and the institutions which are the means for implementing
those principles. The following observations are intended to facilitate the dis­
cussion of these aspects of urban/urban relations as they emerge in the course of
regional development. Although the time-honored principles of Central Place
Theory are often invoked to describe - if not explain - the nature of urban/urban
relationships, the comments below derive less from that source than from the 
author's interpretation of the nature of inter-urban relations as observed in coun­
tries of the *hird World. A further caveat, these observations rely rather too
heavily on the experience of urbanization in Africa, particularly West Africa. 

MAJOR ATTRIBUTES OF URBAN SYSTEMS IN LDC 

Wherever centers existed prior to European colonization, they tended to be semi­
autonomous centers of political and economic systems relatively limited in their
geographic scope. But the emergence of important centers of commerce and ad­
ministration was interrupted by the imposition of colonial rule. The 'spatial order'
which existed to serve indigenous political and economic interests was disrupted,
and replaced by a new, colonial spatial order. 

For example, he settlement system of West Africa prior to colonial penetration
consisted for the most part of small dispersed settlements based on local economies 
of agriculture and rural production. Although trade existed both locally and over
long distanes, there was no highly developed urban system nor a well articulated
marketing structure. In the early stages of regional development, it is not uncom­
mon to find small dispersed autonomous regional economies with relatively little 
long-distance trading between and among them. Such rural settlements are fre­
quently self-sufficient and maintain their semi-autonomous economic structures. 

The classical model of regional development would suggest that small dispersed
settlements begin to change as functional specialization creates opportunities forgaining economics of scale. Individual members of the community and particular
settlements begin to specialize in the production of one or another commodity or
service. Such functional specialization among individuals and among sub­
communities within the rural settlements also lead to an area specialization. Now 
specific locations within the region begin to take on characteristics of more spe­
cialized production areas. As functional and area specialization begin to take place,
there is a need for greater interaction among the now functionally specialized
settlements. As a consequence, demand for transportation and other commercial
activities associated with the marketing and exchange of goods begins to increase,
and centers of production, distribution and consumption which are associated with
the regional development process emerge. In a fully integrated exchange economy,
the developing settlement systems are frequently characterized by hierarchical 
structures in which major centers dominate the flow of economic and other inter­
actions; secondary cities play more localized roles as sub-centers for the distribution 
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and collection of goods; and the lower level of market towns and service centers 
serves the iramediate needs of the rural population. 

This ideal sequence, which has been described in a number of conceptual works 
(Johnson, 1970; Friedman, 1973) and has served as a basis for much of the planning
literature on rural development in Third World countries (Rondinelli, 1978;
UNESCAP, 1979), failed to develop in much of the Third World. The so-called 
'spatial order' of the developing countries was affected dramatically by the impo­
sition of colonial ru!e. Colonial rule lid not promote regional specialization and 
exchange of goods within the national economy. On the contrary, it integrated
rural economies di:..tly into the colonial economy, which transcended the t:egional
and even the national territory and linked production areas into a global system
of economic production and exchange. Specialization thus took place on a scale 
far greater :han that which might have occurred within the national economy. 

The resulting econoinies %ave been characterized by one author As 'warped'
(Luchannon, '964). The urban systein which emerged to serve this colonial eco­
nomic order was similarly distorted. Instead of a well organized and articulate 
system of settlements serving national and locai interests through reciprocal eco­
., aiic exchanges, a rather simplistic structure emerged the characteristics of which 
have been linked to that of a dendritic system of physical drainage patterns. Major
centers were located along the coast, while secondary and tertiary centers gathered
along transportation routes that spread leaf-like into the interior and provided the 
basis for the extractiov of economic wclth. These colonial systems have been de 
scribed as having several features which distinguish them from settlement systems
designed to serve national interests (McNulty, 1970). 

It may boe argued t1mar the set:lement systems which developed under colonial 
rule have il!-served national development and, as a consequence, they continae to 
be a major source of problems for regional development even after independence.
The task in many developing countries is to re-orient and to de-colonize the urban 
systems so as to serve better the national goals ana objectives. This means Zhat an 
increasing number and variet,'- of functi.-ns have to be performed at existing centers 
and at new centers developed to facilitate inter-;:egional and, thereby, national 
ec:nomic exchange. This process would lead to a greater complerity of urban 
syst,;rs and to a higher degree of 'coherence' in which intra- and inter-urban 
interdependence increases aud functional complexity gives rise to spatial complexity
in the urban system. The emerging urban system is bota functionally and spatially
integrated to serve national economic goals. 

Bui few of the newly independent countries have undertaken the requisite in­
vestments in physical and institutional infrastructure to effectively change the na­
ture of urban systems. Urban polic'es in many African countries, for example, have
demonstrated an ambivalence to th,- role that cities are expected to play in national 
development. In the past three decades, Africa has witnessed ,na.orchanges in the 
approach to urbanization by governments, policy makers, international donor 
agencies and academics. These changes have given rise to often contradictory pol­
icies with respect to urban development, and programs funded by international 
donor agencies have reflected a similar ambivalence. In the three decades that 
passed since most African countries became independent, major changes have been
observed in the role ascribed to urbanization. In the 1960s cities were expected to 
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play a major part in the emergence of national economies; they were conceived as 
focal points for industrial development and served as international show cases for 
the newly independent governments. In the 1970s cities were viewed as a drain on 
national development and were held responsible for the eecline of the rural econ­
omy, as urban-based political and economic elites consumed a disproportionate
share of the national resources. In the 1980's a new approach is emerging con­
cerning the nature of the symbiotic relationship between urban and rural develop­
ment. 

The ambivalence of governments and international donor agencies, with regard
to the proper role of urban investments in national development frustrated the 
emergence of a well integrated and viable national urban system. The sin"1.e­
minded focus on urban-industrial growth in the period immed._Itely following in­
dependence and the emphasis on rural-agriculture which followed in many
governments were equally misplaced. Each has contributed to policies and devel­
opment projects which failed to understand the essential nature of the relationship
between urban settlements, and misinterpreted the role of the relationship between 
urban growth and rural development in promoting national growth. 

In the decades following independence, a combination of national government
policies and projects of international donor agencies frustrated the emergence of 
strong rural-urban linkages, interregional trade and development. National gov­
ernment policies were often motivated by the fear of strengthening regional, poli­
tical and economic interests that might challenge the capital, and thereby neglected
the growth of secondary cities and market towns. International donor agencies
which were pursuing lending policies based more on prevailing theoretical and 
polemical considerations than on an understanding of African regional develop­
ment, first overemphasized the importance of the largest urban centers and later 
abandoned them for a myopic focus on rural development. The result was that the 
essential infrastructure, both physical and institutional, was ignored. 

In recent years, the 'urban anathema' ethic that has pervaded development
theory and donor agency progamming since Michael Lipton (1977), and before, has 
thwarted the process of a 'naturally' emerging set of secondary towns and market 
centers, and actually reinforced the dominance of the larger cities. The rural strat­
egy which has dominated recent thinking on development has exacerbated the 
problem by couching any investments in urban infrastructure, services, manage­
ment and planning in pejorative terms - uban bias, exploitative, parasitic etc. Lack 
of investment, inadequate revenue generation and poor management capability
have crippled many otherwise healthy regiona! service centers. The costs of this 
inefficiency are borne by rural and urban residents alike, and each would share in 
the benefits which might accrue from an improvement in these conditions. 

But what promotes the emergence of a well integrated, mutually reinforcing
system of settlements? It is argued that such developments will not take place un­
less there is a decentralization of political and economic power and responsibility
which gives rise to reciprocal development. A further requirement is increased in­
vestments in urban and inter-urban infrastructure to facilitate coiimercial and 
other development in regional centers (Rondinelli, 1983). Investment in
infrastructure involves not only physical infrastructure, but also human and ad­
ministrative infrastructure. There is a need to increase the administrative, planning 
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and management capabilities of secondary centers and regional towns so that they 
can promote and facilitate development in their surrounding regions. 

It is essential that the linkages between rural and urban centers be improved
through judicious investments in infrastructure, and that local development be 
promoted through an extension of these linkages. The argument that has been 
presented so far suggests, that there are essential linkages between urban centers 
and between urban and rural areas which have been largely neglected both by na­
tional policy-makers and by international donor agencies in their preparation of 
development projects. What, then, are some of the essential linkages that are re­
quired to promote urban and rural development? 

URBAN/URBAN AND RURAL/URBAN LINKAGES 

Although frequently used, the term 'linkages' refers to a multitude of formal and 
informal flows of goods, services, messag,!s, capital and people between urban 
areas. Among the many flows that can be characterized as linking the urban and 
rural systems are the following. 

MIGRATION 

The movement of people within urban areas and between rural and urban areas 
involves long-term and short-term flows of both a permanent and a temporary na­
ture. Such moves encompass the circular movement of people between rural and 
urban labor markets, as well as the voluntary and involuntary movements of people
from rural areas to urban environments in search of greater opportunities or escape
from deteriorating rural economic and environmental conditions. 

CAPITAL FLOWS 

Capital flow involves the transmission of capital between urban and rural areas 
through informal and formal channels, i.e. remittances, postal orders, bank trans­
fers, etc. 

GOODS 

Essential inputs to agricultural and non-farm production, as well as many consumer 
products, flow among urban centers and between urban and rural areas. This flow 
of goods also involves the evacuation of both agricultural products and products 
of non-farm employment. 

SERVICES 

A number of essential services, to both production and people, provide important
linkages between service providers and their urban and rural clients. The lack of 
essential services for production and the inaccessibility of many human services 
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have been the subject of much research, and the deleterious impact of their absence 
has been noted by many researchers (Rushton, 1986). 

ADMINISTRATIVE LINKAGES 

This involves the formal and informal links between individuals and institutions
within urban and rural settings. Institutional linkages are essential for the flow of
goods, services, capital and people between various sectors of the economy, and for 
their smooth functioning. 

It is possible to direct rural-urban relations towards a functional
complementarity that can be mutually developmental. The new relations between
urban centers can be characterized by reciprocity, inter-urban exchange and func­
tional inter-dependence reflecting rcgional specialization in mutual reinforcing
patterns of urban growth. Analysis of existing urban/urban relations should seekto identify the major linkages that define the nature of the political, economic and
social orders served by those cities. Obstacles of a policy, political or fiscal nature,
which inhibit the development of secondary and local centers of production and
services, should be identified and removed. 

CONCLUSIONS 

In the decades ahead developing countries will have to undertake the rebuilding of
infrastructure, both intra-urban and inter-urban. Such infrastructure is essential to
promote the emergence of a national economy, linked through a system of interre­
gional trade and taking advantage of interregional complementarities. 

Promotion of the regional and national development in the decades ahead will
entail an increased emphasis on both physical and institutional infrastructure. But
first, there must be a political ambition to pursue genuine national development ­
including the promotion of regional growth and decentralization of administrative
authority. Are the governments of the Third World willing to run the risk of
greater regional autonomy in order to promote national dcvelopmLnt? Are inter­
national donor agencies willing to fund projects that do not conform exactly to the
prescriptions of their current agricultural emphasis? Are researchers prepared to 
engage in the type of empirical research so urgently required to understand the 
nature of the rural-urban dynamics in developing countries? 
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RURAL/URBAN DYNAMICS IN REGIONAL
 
PLANNING: EXAMPLES FROM
 
UNDERDEVELOPED REGIONS
 

Gerald J. Karaska and Eric S. Belsky 

This paper reports on attempts to incorporate spatial concepts and models into the
development plans of Third World countries. As part of a research program for
the United States Agency for International Development (USAID), American
geographers and regional scientists have served as advisors to the governments of 
numerous Third World countries that have expressed a desire to pursue develop­
ment plans which focus upon regional planning. For all cases, the interest in re­
gional planning was expressed as a need to aecentralize investments and authority
so that growth could be promoted in areas outside the core region. 

This approach to regional planning is based upon the fuadamental assumption
that widespread development is coincident with investments in a geographically
dispersed pattern (Bromley, 1983; Friedmann, 1966; Kuklinki, 1981; Mabogunje,
1980; Renaud, 1981; Rondinelli and Ruddle, 1978). The concentration of invest­ments in one or a few large cities will not automatically result in the spread of de­
velopment through trickle-down processes; the spread effects of investments as in 
most countries are highly constrained. At the same time, many of the services, fa­
cilities and productive activities that are needed for regional development cannot
be provided economically or efficiently to widely dispersed populations living at 
very low densities. Few developing countries have sufficient financial resources to
simultaneously offer a wide range of basic services everywhere. Essential services
and facilities must be located in places that have a sufficiently large concentration
of population or a broad enough market area to support them economically. Thus,
if economic development is to be achieved with greater social and geographical
equity, investments must be made in a pattern of 'decentralized concentration.'
That is, investments must be strategically located in settlements that can serve a 
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large population living in and around them, and to which people living at relatively
low densities in rural areas have easy access. 

This pattern of 'decentralized concentration' can be achieved most efficiently
and effectively through an articulated and integrated system of settlements
(Johnson, 1970; Rondinelli and Ruddle, 1978). A hierarchical or diffuse settlement 
system can provide both the critical mass of services and facilities needed in rural 
areas to in:rease agricultural productivity and income, as well as provide the trade,
transportation, administrative and social linkages that integrate a region into a
self-sustaining economy. 

In 1978, USAID initiated a program to investigate the feasibility of incorpo­
rating spatial planning into the development plans of a few Third World countries.
This program - called the Urban Functions in Rural Development Project (UFRD)
- was formulated as an alternative to the then dominant rural development strategy,
'Integrated Rural Development (IRD),' which repeatedly ended in failure and
abandonment (Belsky and Karaska, 1984a; Rondinelli and Ruddle, 1978). The
Integrated Rural Development approach was a strategy of development for small
rural regions, in which large investments in infrastructure were made in such a way
that the effects of one project or investment could be incorporated into another
project. This 'comprehensive' plan covered many different components of the re­
gional economy and was designed to effect region-wide development. While the'comprehensive' or integrated character of the plan is conceptually valid, its appli­
cation invariably failed because coordination between sectoral or line agencies
proved impossible (Honadle et al., 1980). Even when regional planning authorities 
or agencies were specifically formed to deal with the complexities of coordination
and integration, the task proved formidable. Thus, by the late 1970s, it became 
apparent to development planners that another approach to regional or area plan­
ning was needed. 

URBAN FUNCTIONS IN RURAL DEVELOPMENT PROJECT 

The concept of Urban Functions in Rural Development Project (UFRD) was sim­
ple, and was based on the notion that there is a symbiotic relationship between
urban centers and rural areas (Hansen, 1972; Johnson, 1970). Cities were the sites
of establishments the functions of which were to serve rural areas; rural areas, in 
turn, provided the products marketed in the towns. Since each depends upon the
other, development should be planned to enhance the growth of both. 

The general approach of UFRD was essentially an analysis of the settlement
system in a region, which (1) identified the settlements that could most effectively
act as service, production and trade centers for their own populations and that of
surrounding areas; (2) determined the strength of the linkages among the settle­
ments themselves, and between them and their rural hinterlands; and (3) delineated 
areas in which people have little or no access to town-based seivices and facilities 
(Rondinelli and Evans, 1983). 

There were four demonstration projects of UFRD in the Philippines, Bolivia,
Upper Volta and Cameroon. Appropriate methodologies were developed for each 
country in the context of its socioeconomic characteristics. The basic methodology 
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common to all the demonstration projects included: (1) making an inventory of the 
functions found in the cities and towns in the study region; (2) measuring the degree
to which those town services penetrated into rural areas; and (3) delimitating 
(mapping) the rural areas served by each city and town. 

To briefly illustrate the character of the analysis, consider that in the Philippines 
case study there were: 2 provincial centers, II local service centers, 43 rural service 
centers and 1,363 small centers. The two largest centers have a wide array of 
functions, while the smaller towns have increasingly fewer activities A combina­
tion of time-distance analyses, linkage analyses, analytical mapping and service area 
clustering enabled planners in the Bicol River Basin to broadly outline the service 
areas of various functions and of the major settlements, as well as the functional 
sub-systems of settlements within the region. This combination of analyses revealed 
that the Bicol River Basin was not an integrated economic or physical region. In­
dependent functional sub-systems of settlements tended to cluster around the two 
large urban centers, each primarily serving a small network of towns and villages
in the surrounding area and within its own province. Transport routes in the other 
provinces converged at these two cities, which were also the largest markets in the 
basin. Smaller market centers were usually linked to one or the other of these 
central cit;-s. Most of the higher order services and facilities were concentrated in 
the two large centers. 

The accessibility and service area studies also showed that relatively little inter­
action occurred between the two provincial cities: the level of market trade between 
the two cities was negligible; and travel volume was less than 230 person-trips per
day, a low and iisignificant volume for a region with 700,000 hectares -'fland and 
1.7 million people. The service areas of major functions located within each center 
deteriorated rapidly with distance. 

The main highway provided the most important physical linkage and means of 
access to services and facilities for people living outside the major towns. People
living only a few kilometers off the main road often had to travel for long periods
of time to get to towns and market centers. The cost of transporting goods to 
market for farmers who lived off the main roads was nearly six times that of 
farmers living along the main highway or a connecting provincial road. Marginal
and peripheral areas that generally had little or no access to towns and the func­
tions located in them, showed the highest levels of poverty. 

The UFRD projects proved to be valuable exercises in describing rural-urban 
dynamics in the demonstration regions. As field activities, the UFRD projects
served to enhance the awareness of local planners to the spatial character of the 
planning region (Belsky and Karaska 1984a; Bromley, 1983). However, when the 
time came to use this information in a decision-making. planning process concern­
ing investments and their implementations, planners could not or did not choose 
to use the spatial information. It appears that the methodology was too abstract 
or too far removed from the day-to-day realities of sectoral agencies who, in fact,
make the actual investment decisions (Belsky and Karaska, 1984a). 
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A MARKETING STRATEGY 

Beginning in 1985, modifications were introduced into the UFRD methodologywith the intention of making the conceptualization of rural-urban dynamics moreoperative for feasible programs. This new approach assumes a two-pronged strat­egy: one focuses upon the smallest towns in the region (the market towns), the otherconcentrates on the larger towns (the secondary cities). Further, this approach as­sumes a sectoral perspective, so that the marketing of specific agricultural productsis now the focus of the small towns analysis; manufacturing and service provision
are the major considerations of the larger-town analysis, as they affect employmentgeneration and influence agricultural productivity. In this way, the research can appear more meaningful to investment decisions and rural-urban dynamics can be
clearly articulated. 

The settlement system in underdeveloped region essentially performs threefunctions, which can be described as sets of transactions (Ortiz, 1967). One set offlows describes products which originate outside the region and are distributed
through the hierarchy of towns in the form of nested trading zones (Berry, 1967):these flows describe the retail trade activities which serve local consumption. An­other set of transactions consists also of consumption relationships, but they referto the flows of products which originate within the region. This type of transaction
differs from the former set, in the case of rural households, in that the sites of thetransactions are periodic markets. Periodic markets operate in the towns on specificdays of the week, usually only one day a week (Bromley, 1971; Smith, 1979). Theydo not constitute a clearly distinct set of hierarchical relationships between thetowns, rather, they perform functions only for limited areas around each market 
town. 

A third type of transaction is described by flows of agricultural products origi­nating at local farms but destined for export from the region. Thisproduction/trade/export activity generates income for local traders and producers,
which, in turn, drives the consumption function (Hanssen-Bauer, 1982). In effect,this set of marketing transactions describes the 'lead' sector that initiates the eco­nomic impulses which drive the rural agricultural economy. As a developmentstrategy, intervention in this chain of marketing transactions could be an effective 
way of stimulating growth. 

Studies of this regional marketing system in underdeveloped regions have re­vealed its unique nature and pointed to some spatial characteristics which haveprofound implications for planning (Hanssen-Bauer, 1982; Mintz, 1955; Ortiz,
1967). In the marketing system agricultural products move from farmgate, throughthe hands of several middlemen (where a product is sorted by quality and bulkedinto larger lots), into the possession of 'buyers' from outside the region. Some
distinguisning characteristics of the system are: 

1. There are many small producers; 

2. There are many traders: 

3. There are many levels of traders; 
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4. 	 Households perform dual roles as both producers and traders; 

5. 	 Prices are individually negotiated and not determined by usual, supjf!y/demand 
considerations; 

6. 	 Constant trading partners are established on the basis of credit relations 
evolved over time to cope with capital scarcity; 

7. 	 Personal relationships are an extremely important influence on behavior. 

Following from these characteristics, our studies in Ecuador have revealed that
spatial accessibility in the system is very limited because traders can deal only with 
a small number of producers and other traders (Karaska et al., 1985). For example,
(1) markets are located near a small producing region, which is also the residence 
of the producers and traders; (2) products traded in the market originate in the
producing region and are traded within the same market or in another, nearby
market; (3) traders or middlemen participate in only a few markets, and the ma­
jority of the traders (especially women) participate in only one market; and (4)
products flow directly from the market to destinations outside the region, bypassing
the larger towns of the region. 

POLICY IMPLICATIONS 

This spatial model of marketing in underdeveloped regions is meaningful only if it
is useful to planners as they decide where to make appropriate interventions in the
regional system. Certain objectives must therefore first be articulated, and goals
might include the following: (1) farmers receive a higher and more predictable in­
come from the sale of their crops; (2) transportation costs and operating costs to
traders be lessened so that the net income of both traders and products is raised;
(3) consumers in all parts of the country enjoy a more dependable, lower cost, and
higher quality food supply; (4) the necessary investments in plant, machinery and
labor be concentrated in enterprises designed to facilities the working of a free and 
open market, accessible to all participants. 

Based upon our research and intensive discussions with planners in Third World 
countries, we have concluded that the central issue that must be resolved before any
major interventions are planned for the marketing system is whether that system
should be modified within the existing structure or undergo major structural
changes. The issue is not an easy one to resolve, and there are obviot~s gaps in the
information needed to make informed judgements. The debate over the extent to
which the regional marketing system should be altered revolves around the issue 
of whether the pioperties of the system described above constitute an ineffective 
system that could be improved by fundamentally altering any or all of its structural 
characteristics. 

MODIFY WITHIN THE EXISTING STRUCTURE 

There are those who argue that the structure of the existing system provides for the
maximum possible benefits to rural households and for the most efficient flow of 

45 



products and locally produced consumer durables that can reasonably be expected,
given the prevailing production patterns, economic conditions and levels of 
infrastructure. To support their claims, they argue that: 

1. 	 Dispersed sites constitute a decentralized system that brings employment and 
income generating opportunities closer to a wider number of people (produc­
ers, traders and consumers). 

2. 	 Dispersed sites maximize the accessibility of rural producers to markets and 
minimize weight loss and spoilage in transport as well as the amount of time 
that producers must devote to marketing. 

3. 	 Large numbers of traders/intermediaries allow for the many small lots of 
produce marketed by peasants to be bulked economically, and they provide
outlets for produce that larger traders could not handle. 

4. 	 Large numbers of traders/intermediaries facilitate competition. 

5. 	 Many rural households depend upon wages from salaried work in theferia or 
profits from petty trading, which are important contributions to their total 
income. 

6. 	 The need to establish personal relations to achieve both creditability and to 
qualify fo: informal forms of credit help to ensure that individuz"iy negotiated 
prices are iair for buyers and sellers. 

While these people believe that the current system should not be radically re­
structured, they do perceive a number of deficiencies in the system, such as: loss 
of weight in transport due to poor feeder roads and lack of rural mass transit;
spoilage due to lack of adeqtaate storage and poor marketing practices by interme­
diaries; unfair prices due to lack of fair weights and measures; less than optimal
deployment of capital and returns to capital due to lack of cfficiency in the oper­
ations of many intermediaries; difficulty in attracting agro-industries due to diffi­
culty in ensuring adequate flows of produce to would-be investors; and difficulty
in responding flexibly to increased flow of goods through the markets due to diffi­
culty in foreseeing long-term increases. However, they believe that all these defi­
ciencies can be resolved by simple interventions in the existing structure, and that 
it is only through slow evolutionary change that the structure should be altered. 

SIGNIFICANT MODIFICATION OF THE STRUCTURE 

On the other hand, there are those who perceive many of the same deficiencies of 
the existing structure, but believe that it is pointless to try and overcome tLese de­
ficiencies within the current system. They also see additional problems with the 
current structure and argue that the four structural properties enumerated above 
are fetters on developmet. This group advocates all or some of the following. 

1. 	 Centralizing as much of the produce marketing in the region in twoone or 
selected sites, well-located on main transport axes and capable of handling
large volumes of trade. Decentralization is seen as contributing to waste be­
cause it prohibits economies of scale in marketing and constitutes an out­
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moded and inefficient method of marketing that should be replaced by more'modern' marketing methods, like cold storage and selling of produce at the 
farmgate. Centralization is conceived not only as a way of increasing econo­
mies of scale, but also as a means for attracting agro-industry, generating re­
venues for municipal governments and encouraging dynamic regional centers,
and as a tool for regulating markets more closely to ensure fair weights, 
measures and prices. 

2. 	 Reducing the large number of intermediaries by replacing them with a group
of highly trained and well-financed professional private or public sector firms. 
Large numbers of intermediaries are considered a source of waste and ineffi­
ciency in the market system, and a primary cause of large price margins be­
tween producers and consumers. 

3. 	 Strictly regulating prices in markets so that prices reflect supply and demand 
conditions. 

Those who argue for centralizing activities, reducing intermediaries and regu­
lating prices contend that their approach is directed at obtaining the best possible
price for producers with the least amount of waste and spoilage of food resources. 
The opponents of this position contend that prices to producers cannot be greatly
improved over what they are now to justify such an approach, that breaking from 
an established social marketing system can have serious and foreseen consequences 
on internal food distribution and exporting, that intermediaries do not contribute 
to a great per unit mark-up in price, and that centralizing markets will deprive 
many rural areas of impcrtant income-generating activities. 

SUMMARY AND CONCLUSIONS 

It is now clear that many Third World governments are aware that regional plan­
ning must become part of their long-term development plans. While the term'regional planning' has a distinctive area connotation, implying that issues of de­
centralization and deconcentration must be addressed the interest in regions may
also be interpreted to mean that coordinating development in smaller areas may
be a meaningful approach. It is also encouraging to observe that spatial planning
is now becoming recognized as a vital component of development plans. In that 
context, considerable work remains to be done to promote a better understanding
of the interrelationships between actors in space, so that limited investments may
have the widest and most beneficial impacts. 
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SPATIAL ANALYSIS OF REGIONAL MARKETING
 
SYSTEMS IN THE THIRD WORLD
 

Michael Palnter* 

INTRODUCTION 

The pioneering work in economic geography of Christaller (1966) and Losch (1954)
made social scientists aware that a relationship exists between the spatial arrange­
ment of a regional market system and the social and economic relations that or­
ganize the system. Subsequent work by Skinner (1965/66), Smith (1976, 1977) and
others has shown that the ideal central-place hierarchies described in early models 
have correlates in functioning market systems, so that particular kinds o social and 
economic relations between participants in a system have predictable spatial man­
ifestations. 

This characteristic has become the object of considerable interest among social 
scientists concerned with poverty and underdevelopment in countries of the Third 
World. Spatial analysis of market systems enables us to understand their underly­
ing organization on a regional level, with less of the time-consuming ethnographic
analysis normally associated with market studies. Furthermore, the relationship
that exists between a market system's spatial arrangement and the social and eco­
nomic relationships that compose it suggests that the economic opportunities of 
people living within the region can be improved by modifying the location of 

*The author thanks Jane Collins and participants in the Rural/Urban Dynamics 
seminar for comments on an earlier draft of this paper. The views expressed are
those of the author and do not necessarily reflect official positions of the Institute 
for Develcoment Anthropology, Clark University, or the U.S. Agency for Inter­
national Development. 
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transport servic-s, bulking facilities and market centers. 7his makes spatial analysis
attractive to government and development agency planners, who may be reluctant 
to support regional development efforts because they associate them with high costs
in money and time, and with benefits that do not appear sufficie.ntly tangible; and
who are enjoined to treat development as a technical problem rather than a political
one involving competition for resources among different interest groups. The 
construction or improvement of physical market facilities offers a tangible product
at the end of a project, and it may appear to avoid the need for explicit decisions
about 'whose ox is to be gored' in a particular setting. 

Karaska and Belsky's article in this volune provides an illustration for the ap­
plication of spatial analysis in Ecuador. They suggest a number of ways in which
changes in the spatial arrangement of the Ambato regional market system might
impove the economic opportunities of the population that ives there. However,
because spatial analysis is a promising analytical tool for research and planning, its 
limitations should also be carefully exjmined. Otherwise, there is a danger that,
like many other useful tools, it will become saddled with a reputation for failure
that arises from inappropriate appl.ation or unrealistic expectations, and will be 
discarded out of hand. 

ORGANIZATION OF MARKETS AND MARKETPLACES 

Smith (1977) has pointed out that the fruitful application of spatial analysis to the
study of regional market systems is b .sed upon an understanding of the relationship
between market organization and marketplace organization. The former refers to
the way in which supply and demand interact in a particadar social and historical 
context to price commodities and the means of their production, while the latter
refers to how physical channels of market exchange are organized on the ground.
The application of spatial an'lysis to problems of regional marketing is based upon
the premise that marketplace organization varies as market organization varies. 

The options that are available to the participants in a market system are a
function of the social relations between the exchanging parties. Relevant aspects
of these social relations for shaping economic opportunity may include differences
in the scale of operation or wealth between the exchanging parties, differences in
the relative scarcity or socially-determined need for the goods controlled by each, 
or the ability of one party to outwait or outexchange the other (Smith 1977). 

These kinds of relationships are, in turn, a function of the distribution of the 
means of production necessary to produce the commodities being exchanged in the
market system. Thus, it is the prior distribution of productive resources that shapes
the prices of the commodities that are being exchanged in a particular market sys­
tem. While commodity prices may feed back into the costs of productive resources, 
over the long term commodity prices are more reflective of the distribution of.re­
sources than they are causative. The result is that those who enter into unfavorable 
market relations are rarely able to improve their position simply by being more
productive. The smaller resource base of the disadvantaged party is depleted, while
the party with greater access to productive resources accumulates capital. 
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Drawing upon the work of Christaller (1966) and Losch (1954), Skinner 
(1964/65) and Smith (1976, 1977) have shown that the kinds of social relations de­
scribed above, which are associated with dhTerent patterns of market organization, 
have their analogues in the spatial arrangement of market systems. The earlier 
works hypothesized a reiationship between market organization and the spatial ar­
rangement of the marketplace. They deduced the nature of the spatial arrangement 
of a market under ideal conditions; located on a featureless plain and characterized 
by total dedication to profit maximization by all suppliers of goods, complete 
rationality in the selection of market centers by consumers, a differentiated and 
regionally integrated market economy, equal purchasing power by all exchanging 
parties, and unrestricted perfect competition among all parties. However, because 
such conditions rarely characterize the organization of real marketplaces in func­
tioning market systems, the applications of the insights of Christaller and Losch 
were limited. 

Skinner and Smith, however, demonstrated that functioning market systems 
also have characteristic spatial arrangements which act as signatures of the social 
reiations that organize them. They defined several types of regional market sys­
teras, based upon the amount of hierarchy and differentiation among centers, and 
described them in terms of the social relations that one would expect to organize 
each type based upon the spatial arrangement. Smith (1977) defined four types of 
regional market systems for western Guatemala, which she argued had organiza­
tional features in common with market systems with similar spatial arrangements 
in other areas of the world. 

The first type described by Smith was an interlocking market system, which 
most closely resembled the ideal central place hierarchies described by Christaller 
and Losch from all the systems she studied. Smith's interlocking system is charac­
terized by a well-developed hierarchy of market centers, which contains three levels 
relating to one another at a 1.3.12 ratio. The features of market organization ob­
served to accompany this spatial arrangement included a lack of political control 
over the rural economy, so that the interaction of supply and demand was the pri­
mary mechanism for establishing commodity prices; and a lack of concentration 
and monopoly in both the production and distribution of commodities. In addi­
tion, production and marketing took place in a context of growing domestic de­
mand for the commodities produced by smallholders, and there was sufficient 
differentiation of production within the market region itself that most rural demand 
was satisfied by rural production. 

The second system described by Smith was a dendritic market system, charac­
terized by only two levels of differentiation among market centers, with a high 
proportion of small centers in relation to the number of large ones. Because the 
small centers had only weak links to one another, the prices for commodities not 
in demand by the larger centers were determined according to local conditions only. 
Only commodities which were imported to the region through the larger centers or 
local products which they collected and redistributed were priced on a regional 
level. Smith found that the dendritic system is characterized by monopoly control 
of market centers and transport facilities by traders from outside the region. As a 
result the participation of smallholders in commerce was low. Most commodities 
which left the local areas where they were produced were transported out of the 
region altogether, and local areas were heavily dependent upon commodities im­
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ported from outside the region. While the dendritic system was 'efficient' from the
point of view of exporting goods from the region or distributing goods imported
to the region from elsewhere, it offered few opportunities for greater local partic­
ipation in commerce, or for regional economic growth and development. 

The third type of spatial arrangement described by Smith was a primate market 
system, where she observed a single major center with no intermediate centers and 
many small ones. In the primate system, local trade was monopolized by urban
merchants and outsiders to the exclusion of rural smallholders, and most productive 
resources were held by enterprises with interests outside the regional economy. As 
a result of this control of commerce and productive resources by outside interests,
the primate system is dependent upon less developed regions for food and labor,
and upon distant and more developed economies for markets. 

Finally, Smith identified what she called a top-heavy market system, character­
ized by a proliferation of higher level market centers and the domination of com­
merce by rural traders. Rural producers depended upon nearby, less developed
market systems to provide many of the commodities they purchase. Production 
occurred in the context of declining demand for the goods and services produced
in the system. This, in turn, fostered intense competition among producers and 
traders to the exclusion of small competitors, leading to concentration and mo­
nopoly of commercialization facilities and productive resources. 

APPLICATIONS OF SPATIAL ANALYSIS 

Smith and others (Smith, ed. 1976) who have applied spatial analysis to the study
of regional market systems have shown that it can be a powerful diagnostic tuol,
capable of indicating regional inequities in resource distribution, patterns of social
differentiation among the members of a regional population, and the location and 
distribution of productive resources in both geographic and social class terms. The
ability to analyze regions in spatial terms has important implications for social 
science research, because it allows us to perceive clearly how the processes of de­
velopment and underdevelopment define and transform empirically observable 
economic activities. Spatial analysis also offers the possibility of improving the 
quality of d,:velopment planning and evaluation by making it easier to predict and 
identify the factors limiting economic opportunity in a region. 

At the same time, it is essential to remember that, while the spatial organization
of a regional market system is predictive of the social relations that organize the 
system, it is not causal. Spatial arrangements reflect the prior distribution of re­
sources in the region. This distribution, in turn, reflects the production goals of 
those who exercise political control. The outcome of political structure over control 
of productive resources determines the social and economic relations that organize
a market system, and hence its spatial arrangement, over the long term. Spatial
analysis of a region can, therefore, be used to understand how a market system
functions and why economic opportunities, or their absence, arc structured the way
they are by making informed hypotheses about the ways in which productive re­
sources are distributed and controlled. By using spatial analysis in this way, one 
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is working backward from empirical data in order to understand the underlying
relationships that cause those data to be ordered in a particular way. 

This does not mean that spatial analysis can only be used as an academic tool. 
We have a number of examples how changes in the spatial arrangement of mar­
ketplaces have improved conditions for the population of affected regions.
Appleby (1976, 1978), for example, has described successful efforts by peasant
communities in Puno, Peru, to establish rural markets in order to break the 
oligopsonistic control of urban merchants over the marketing of agricultural
production.(l) It is important to remember, however, that such changes did not 
occur in a vacuum, but were part of a pattern of social and economic changes in 
the larger economy. 

The establishment of rural markets in Puno in the mid-20th century provided 
a structure for the social relations that organized the regional food market that was 
an alternative for the patron/client relations that had formerly prevailed. The in­
creased competition among merchants and the hierarchical orgauization of bulking
ard transport facilities that resulted fiom the establishment of rural markets pro­
•vided new opportunities for peasants to participate in the market system, and the 
revenues they earned through the sale of food products increased. However, the 
success of the change in the spatial organization of the market system produced
conditions that were characteristic to that particular period. Attempts to establish 
rural markets at the beginning of the 20th century, prior to the rapid growth in 
urban population, would have failed because there was no pressure on merchants 
to seek out new sources of supply.(2) 

By the 1960s, the effects of national economic policies which were designed to 
keep food prices for urban consumers at a low level, but discouraged domestic food 
production by smallholders through measures that included the subsidized 
importation of food staples and the promotion of industrial cash crops for export, 
were becoming evident (Alvarez, 1980, 1983; Caballero, 1984; Painter, 1984b). ru­
ral producers were outcompeted in regional markets by imported food products,
and demand for peasant food production was on the decline. By 1980, the market 
ne':work for bulking peasant production and transporting it to urban centers was 
not functioning in some areas of Puno, and the major purpose of the system was 
the distribution of manufactured goods from the cities to the countryside (Painter, 
1981 and 1986). 

This example from Puno indicates that changes in the spatial organization of a 
market system may improve the economic opportunities it provides to those par­
ticipating in it. However, the efficacy of modifying the spatial organization could 
not be assessec simply with reference to the spatial organization itself, but was a 
function of changes in patterns of resource competition. Spatial analysis could 
predict the nature of many of the social relationships that organized the regional
market system of Puno, but not the particular economic interests and political al­
liances that would demand or oppose such changes. While analysis of social re­
lationships may indicate a possibility of improving economic opportunities through
the -nodirication of spatial arrangements, the practicality and long-range
sociopolitical impacts of such modifications must be a question for empirical in­
vestigation. 
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PREDICTIONS AND PRESCRIPTIONS 

Some of the ways in which spatial arrangements are predictive of the kinds of socialrelations that organize a market system, and the ways in which economic oppor­tunities will or will not be altered by changes in existing spatial arrangements,(3)
are illustrated by case study material from the eastern lowlands of Bolivia and fromthe Peruvian case discussed above. In both cases, spatial analysis is a valuable toolfor understanding how the social relations that organize the respective market sys­tems limit the economic opportunities enjoyed by rural smaliholders. However, thepossibilities for improving ecouomic opportunities through alterations in the spatialarrangements of the respective markets are quite different. Furthermore, determi­
nation of the effectiveness of spatial modifications in each case can only be madeafter an analysis of the social relations that underlie the distribution of the physical
features of each market system. 

THE EASTERN BOLIVIAN LOWLANDS 

The market system of the settlement area of northeastern Santa Cruz department,in the lowlands of eastern Bolivia, resembles a primate market system (Smith, 1977)dominated by the cities of Montero and Santa Cruz. Because of their proximityto one another at the southwestern edge of the region, along the same paved road,and because they purmey essentially the same goods and services in the same rural
hinterland, the two cities may be legitimately viewed as a single urban center.(4)Below this primate center, markets are small, few in number and undifferentiated
in terms of the goods and services they provide.(5) 

Obseivation of this regional market system indicates that many of Smith's de­ductions about the nature of social relations that organize a primate market systemappear to be confirmed. First, the principal aspects of local trade are controlledby interests based outside the region. The lumber industry is dominated bysawmills that represent multinational corporations. Agents of these firms routinelydisregard national laws governing the cutting and sale of trees. Logs are sawed into
boards, cured and shipped to the United States or Europe for transformation intoa final product that will be purchased by consumers. The major cash crops, cornand rice, are either consumed locally or transported to Montero or Santa Cruz, tofirms producing livestock feed and processing rice for human consumption in other 
areas of the country. 

Secondly, productive resources are controlled by a few large-scale enterpriseswith interests outside the regional economy. Settlement areas w-- established in areas isolated from roads, and transport facilities are controlled by a small numberof companies based in Montero or Santa Cruz that are principally concerned withtransporting goods out of the region. Because of their limited cash reserves andpolitical power, smallholders are unable to compete effective'-, for the limitedquantities of agricultural inputs available in the egion, and these are consumed by
large-scale commercial agricultural enterprises. 

Finally, the regional economy of northeastern Santa Cruz is dependent uponless developed regional economies for labor, and on distant and more developedeconomies for markets. The commercial agriculture that is the principal industry 
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in the region has developed in conjunction with the increased availability of cheap
migrant labor from the highland and valley regions of Bolivia. Cotton, coffee and 
soybeans - which are the most important crops - are exported to Brazil, and the 
bulk of the region's beef production is consumed in European markets. 

The unfavorable situation of smallholding settlers in northeastern Santa Cruz 
has its origins in unsuccessful resource competition with regional elites, whose
dominance in the political and economic life of northeastern Santa Cruz was not 
challenged when the Bolivian government undertook the promotion of capitalist
agricultural development there in the 1950s. As a result they were able to monop­
olize access to roads and markets, with smallholder settlement being relegated to 
less desirable areas. State policy promoted smallholder settlement, but took no 
specific action to insure access to these infrastructural facilities, or to enfranchise 
them politically in order that they might compete effectively for the development 
resources channelled into the region (Painter 1985b). On the other hand, political
and economic elites from other areas of the country have, on occasion, seen fit to 
speak out on behalf of settler interests as a device for limiting the power of in­
creasingly assertive regional interests of their counterparts in Santa Cruz (Painter,
1985a). 

The broad outlines of the situation in northeastern Santa Cruz may be predicted
by an analysis of the spatial organization of its market system. While specific de­
tails depend upon an understanding of the local context, spatial analysis is a useful 
tool for forming hypotheses in order to arrive at such an understanding. Moreover,
since the unfavorable situation of the settlers arises from unsuccessful resource 
competition on a regional level, a regional plan to improve access to agroprocessing
facilities, roads, transport services and markets may improve the economic oppor­
tunities available to settlers. To realize these possibilities, a program of incremental 
changes in the spatial arrangement of the regional market system would either need 
to focus on areas of economic activity not already dominated by elites, or to include 
specific measures to strengthen institutions representing settler interests in order to 
insure that they are capable of competing with entrenched interests, and that the 
improvements made are not simply appropriated by elites (see Painter ct al. 1984). 

PUNO, PERU 

As a result of the increasing demand for food by a growing urban population and 
the establishment of rural market centers by the peasants, the regional market sys­
tem of Purto is characterized by Appleby (1976, 1981) as an interlocking system
(Smith, 1977). This characterization points to some of the potential pitfalls of 
spatial analysis, as it is based upon premises that have less to do with the empirical
realities of production and commerce in Puno than with the difficulties of con­
ducting region-based research. One major problem is the question of establishing
regional boundaries. The Puno region, as defined by Appleby, is delimited in the 
east by the international border between Peru and Bolivia, and in the north by the 
eastern range of the Andes. In fact, the city of La Paz, Bolivia, is a major source 
of goods and services fox rural residents in Puno, and tby in turn provide it with 
large quantities of meat, wool and certain types of food products. Rural peasants
in Puno also play an important role as intermediaries in an active commerce in 
manufactured goods between cities in Peru and the city of La Paz (Painter, 1981, 
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1984a). Likewise, selecting the eastern range of the Andes as the northern bound­
ary for the market region of Puno has little to do with economic activity. Large
numbers of peasants maintain access to lands east of the Andes, from where they
market significant quantities of coffee, citrus, hardwood and gold to the Puno sys­
tem (see Collins, 1981, 1984; Kuczynski-Godard, 1945; Martinez, 1969). The dif­
ficulties confronting Appleby in conducting a research project on both sides of the 
intemtional border and in managing logistics on the two sides of the Andes un­
doubtedly left him with few practical alternatives, but the fact that he defined his
boundaries in ways that bore little relationship to the flow of commodities through
the region under study undoubtedly influenced his perception of its organization
and functioning. 

In addition, Appleby's observations compared with my own (Painter, 1981,
1986) would appear to indicate that the degree of hierarchy that one observes may
be, to a large degree, a function of when one makes the observations and the lo­
cation of the researcher within the system. Based in the city of Puno in the
mid-1980s, Appleby observed three levels of differentiation. However, in 1980,
when I conducted research from a base in the outlying province of Huancani, I 
was unable to find clear differentiation below primary centers. Furthermore, that 
part of the system concerned with bulking and transporting of rural produce to 
Peruvian urban centers was in advanced decay in all areas except east of the Andes. 
Elsewhere in the region, the system primarily served to purvey manufactured goods
in the countryside. My own view of the Puno market system is that it more closely
resembles a dendritic model than an interlocking one.(6) 

Viewing the Puno market system as a dendritic network, one finds that many
of the conditions that one would expect to find based upon the analysis of Smith 
are, in fact, present. There is near-monopoly control of transport facilities by
traders who do not participate in commerce within the region, but are concerned 
with the export of products to other regions for processing and/or consumption and 
the transport of people travelling out of the region in search of wage-labor oppor­
tunities. These traders control access to the region's primary markets, and while
there is widespread peasant participation in commerce, this operates on a small 
scale and is dependent upon small traders being able to buy passage on the vehicles 
owned by their large counterparts. The Puno region is heavily dependent upon a
number of manufactured goods produced outside the region. Local artisan pro­
duction has been supplanted by manufactured commodities imported from outside 
the iegion in all but a narrow range of goods of interest to tourists. Regional urban 
centers are heavily dependent upon processed foodstuffs imported from outside
Peru at the expense of local producers. Also, because of the lack of economic op­
portunity in agriculture, most rural families are compelled to participate in some
form of wage-labour migration out of the region in search of cash income to com­
plement agricultural production for their own use, so that wages constitute another 
import upon which there is considerable dependence. 

In contrast to the situaion in eastern Bolivia, the limitations on economic op­
portunity confronting rural residents in Puno are not likely to be remedied through
modifications in the spatial arrangement of the market system. The declining re­
venues associated with agricultural production have their origins in national agri­
cultural policies that cannot be addressed at the regional level (Alvarez, 1980, 1983;
Caballero, 1984; Painter, 1983). The same is true of the concentration of marketing 
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and transport facilities in the hands of a small number of people (Esculies
Larrabure, 1977; Figueroa, 1980). This complex of factors limits returns to rural
residents to such an extent that they engage in destructive land use patterns, sacri­
ficing long-term production and productivity in order to satisfy an immediate need 
to spend as much time generating off-farm revenue as possible (Collins, 1984, 1986).
Because the problems facing rural smallholders in Puno are not the product of re­
gional resource competition, but involve national decisions to favor entire sectors 
of the Peruvian economy over smallholder agriculture, it is very difficult to imagine
how altering the spatial organization of the regional market system will have an 
impact on the social relations responsible for the present situation. 

DISCUSSION AND CONCLUSIONS 

In both the Bolivian and Peruvian cases reviewed here, spatial analysis is a powerful
tool for generating hypotheses about the social relations organizing the market 
systems in the respective regions. The power of the approach derives from the
ability of the spatial models on the one hand, to accommodate the particularities
of diverse local circumstances in reference to a general theory of market organiza­
tion, and on the other, to enable the researcher to be explicit about the relationship 
between empirically observable events, observations and behaviors and the under­
lying relationships that generate them. The practical ir'liation of this is that a 
spatial approach can greatly simplify the process of reach ig an understanding of
the social and economic dynamics at work in a region for levelopment planners
and policy makers. 

However, as is the case with most tools, inappropria'Le applicL ions can lead to
unhappy results. In the first place, the fact that something is empirik 'l1y observable 
does not mean that it is a non-problematic unit of analysis. What OL' observes in 
a regional market system may be very much a product of how regional 'oundaries 
are defined, one's vantage point in the system, and the particular time it which 
observations are made. Secondly, while one can predict the kinds of fact, -s that
limit economic opportunity in a market system on the basis of spatial an. uge­
ments, there is no necessary backward linkage that will allow these factors t( be 
addressed through changes in the spatial organization of the system. Whether L­
not such a linkage exists is a critical question that needs to be answered for each 
individual case before planning proceeds. 

An important consideration in this regard is the location of the parties between
whom the social relation that define market organization exist. In the case of 
Bolivia, the factor limiting economic opportunities for smallholding settlers is un­
successful resource competition with regional elites. While there are linkages of
various types between northeastern Santa Cruz and the national and international 
economies. the arena for resource competition is the region itself. In Peru, this is 
not the case. Smallholders in Puno are the victims of policies which are
hostile to them as a class at the national level. The factors limiting their economic 
opportunities are the same ones that limit the economic opportunities of
smallholders throughout the country in similar ways. Region-based efforts to im­
prove opportunities are not likely to show impressive results in the absence of na­
tional policy changes designed to improve conditions for smallholders. 
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Deere and de Janvry (1979, page 608) have argued that unfavorable terms of 
trade are the most common mechanism of surplus extraction from peasants in 
contemporary Latin America. Insofar as the terms of trade between smallholders 
and 	the other classes participating in a regional economy can be made more fa­
vorable by improving access to productive resources through modifications in the 
spatial organization of market systems, the contribution of this approach promises
to be great. However, the considerable insight that spatial analysis affords us needs 
to be employed with a critical eye in order to avoid burdening the entire approach
with expectations that it cannot fulfill. 

NOTES 

1. 	 Peasants received important support in this area from missionaries of the 
Seventh Day Adventist Church, who combined religious preaching with con­
cern for peasant struggles for social justice in education, economic opportunity
etc., as well as from radical groups in Peru and elsewhere. (See Hazen, 1974; 
Lewellen, 1978.) 

2. 	 See Appleby (1980) for a discussion of the relationship between urban popu­
lation growth and changes in the regione] economy of Puno during the 20th 
century. 

3. 	 Data on eastern Bolivia were gathered in 1984, as part of a research project
sponsored by the Cooperative Agreement on Human Settlements and Natural 
Resource Systems Analysis of Clark University, the Institute for Development
Anthropology, and the U.S. Agency for International Development. Peruvian 
data were collected in 1979-80, with support from an Inter-American Foun­
dation Learning Fellowship for Social Change and a Fulbright-Hays Fellow­
ship for Doctoral Research. Ethnographic information on the two cases has 
been presented in detail elsewhere (cf. Painter, 1981, 1984a, 1985a, 1985b,
1986; Painter et al. 1984; Perez, 1985a, 1985b), and will not be repeated here. 

4. 	 This does not mean that the two cities are the same. They contrast sharply in 
terms of their histories and the locally recognized ethnic groups that dominate 
political life in each. Furthermore, they resemble one another in terms of the 
goods and services they offer only with respect to northeastern Santa Cruz 
department. The hinterland of the city of Santa Cruz extends to the south and 
southeast, and in these areas it is not serviced by Montero (see Stearman, 1985, 
pp. 40-133). 

5. 	 The low level of development of the regional market system has deep historical 
roots in the manorial economy that controlled eastern Santa Cruz until the 
state began to systematically promote capitalist agricultural development with 
support from international donor agencies in the mid-1950s. Prior to that 
time, economic transactions took place in the context of patron/client relations 
between the owners of large estates and resident peasant populations held in 
place by customary obligations of personal service and debt peonage (see 
Heath, 1969). 
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6. It should be emphasized that the intent here is not to criticize Appleby, whose 
Puno research is without parallel in terms of scope and detail of the data col­
lected. Rather, I wish to show how different views of the same 'empirical
reality' can be a result of the circumstances under which research is conducted. 
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MEETING THE NEED FOR SERVICES IN
 
DEVELOPING RURAL REGIONS
 

Gerard Rushton 

INTRODUCTION 
The social and economic level of development of any rural region is both definedand changed by the access of its people to certain services. If any one of the ser­vices of health, education, family planning, extension, marketing and credit is in­accessible to the population, further development, in most circumstances, iscurtailed and the existing level of welfare is considered to be unacceptable. Con­trary to its tone, choice of 'unacceptable' is not i statement of value so much as itis a conclusion that among all possible worlds, only those in which these basic hu­man services are accessible to all will be the worlds in which the demographictransition, the epidemiological transition and the economic-production transitionwil occur. Development is defined here as the occurrence of a set of conditions
that will facilitate the passing of any region through these socioeconomic transi­
tions. 

During the demographic transition a region passes from a condition of highfertility and high infant mortality to a condition of low fertility and low mortality.During the epidemiological transition a population passes from r condition inwhich the primary causes of death are infective and parasitic diseases, diseases ofthe respiratory system and nutritional deficiency to one in which the primary causesof death are due to the aging process or to misadventure: cardiova.cular diseases,cancer and accidents. During the economic-production transition, per capita pro­ductivity of the different sectors of the economy increases as the factors of pro­duction, including capital, are combined in more efficient ways, regions concentrate 
on productive activities for which they have a comparative advantage and interre­gional trade arises. Without human services being available, none of these changes 
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will take place; for development theory is now clear that regions do not develop
by passing inexorably through 'stages of development', but by ensuring that at ev­
ery stage of development the conditions exist that will lead, at the level of both in­
dividual and the group, to the making of decisions that are consistent with hi~e 
transitions. 

This chapter takes one service sector, health; briefly describes the evolving pat­
terns of health services in developing rural regions, and then discusses a number 
of key issues that must be resolved in order to develop approriate health services 
for such areas and to select interventions that will optimally improve health in a 
region with available resources. Most of the issues discussed also arise when ser­
vices other than health are examined in any region, so that most conclusions can 
be applicable to service systems in general. 

TYPICAL METHODS OF ORGANIZING HEALTH SERVICES 

URBAN-ORIENTED, HOSPITAL-BASED CARE 

Numerous studies have examined the expenditure patterns for health in developing
countries, and have found that a disproportionate share of funds are used to pro­
vide care in the urban areas with an emphasis on use for curative, hospital-based 
services. This 'geographical maldistribution' of resources has been found in almost 
every developing country examined. Garfield and Taboada (1984, page 1139), for 
example, cite studies that found that in 1972 in Nicaragua "although only 25 per­
cent of the population lived in the capital city, half of all doctors and more than 
two-thirds of the professional nurses worked there. It is estimated that at the time 
of the revolution 60 per cent of all human and material health resources were in 
Managua, and 80 percent of the rural health manpower consisted of folk healers." 

Barnum and Barlow (1984, page 368), noted that: "The use of large-scale
physical facilities (hospitals and clinics) to provide capital-intensive curative care 
for limited population subgroups has fallen into justified disrepute. It is clearly
recognized that these facilities do not represent a cost-effective use of resources." 

Similarly, a recent report on the Indian health system (ICSSR-ICMR, 1981, 
page 10) cu',cluded: "The imported and inappropriate model of health services is 
top-heavy, over-centralised, heavily curative in its approach, urban and elite ori­
ented, costly and dependency creating". Alternative organization patterns were 
suggested by WHO, together with manpower planning policies for staffing them 
(Hall and Mejia, 1978). 

COMPREHENSIVE, INTEGRATED HEALTH CARE SYSTEMS 

In response to these findings on the ineffectiveness of urban-based services for 
meeting the needs of rural populations, a number of strategies were devised to solve 
this problem. 
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Comprehensive, government-provided primary health care programs were devel. 
oped that , iade the government the main provider of medical services in rural 
areas. A typical method of organization, as in India, involved the creation of an 
infrastructure for the delivery of health services throughout the country, ccnsisting
of primary medical centers and health sub-centers. At the same time that many
goveraments attempt to provide free services, they also often support and maintain 
a second health system available to special groups, such as the armed forces or 
other liblic servants. This system exists in uneasy juxtaposition with traditional 
health systems (Good et al, 1979; Leslie, 1985), which, in many countries at least,
'have been falling increasingly into disarray' (Bose and Desai, 1983, page 4). 

Mobile health programs were developed to bring either special or comprehensive
health services to underserved areas. Often, these represent attempts by urban­
based hospitals to reach out to the rural population with appropriate health services 
(Macagba, 1984). In general, mobile health programs have not been successful in 
bringing low-cost and continuous health cmre to the populations they serve. Each 
medical college in India, for example, was supp![id by international donors with 
three mobile clinics, with the expectation that medical students who travelled with 
them would be exposed to typical rural hea!th problems and that specialized health 
services, not generally available at the village level, would be provided. A spot
check of the daily log of one such vehic!e by this author showed that, due to a 
shortage of funds to purchase diesel fuel, it had not moved for six months; that its 
medical instruments and supplies had been transferred to , local hospital; and that 
villages in the vicinity had asked that it not be sent to them on account of th. fact 
that the heavy vehic1r was responsible for the destruction of many granite culverts 
on the rural roads over which it travelled. The Planning Commission of the Indian 
Government has rccently recommended that a critical evaluation of the scheme 
throughout the country should be made since the 'mobile clinics...are stated to be 
unwieldy arid not suited to our rural conditions' (Governme.nt of India, 1983, page
101). 

'Categorial'health programs were devised to control. the most serious health 
problems. Often organized aloug the lines of the successful WHO smallpox
irradication program (World Health Organization, 1980), these were usually de­
signed to attack individual epidemic diseases. (In India, for example, this involved 
control programs for malaria, leprosy, tuberculosis, cholera, trachoma and pre­
vention of blindness.) These programs often use specialized manpower and facili­
ties that report back directly to a national ,r regional office rather than to the 
existing he:alth care system in the local area. 

ISSUES AND A;' TERNA'TIVE STRATEGIES FOR 
ORGANIZING HEALTH SILERVICES 

In developing its system of health care, each government has had to determine its 
response to several issues, as follows. 
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GOVERNMENT'S ROLE IN SERVICE PROVISION 

A very basic question is the role that the government defines for itself in solving
problems of access to basic services. The role chosen is usually compatible with its
philosophy of its role as an instrument of development. This has varied from the 
government as planner and provider of all basic services to a more laissezfaire role
of facilitating the means by which private providers will emerge to meet the needs 
of any area or group. In between these two extremes are intermediate roles, inwhich governments attempt to meet needs of particular target groups or target 
areas where access to services is problematic. The methods of need assessment and
the appropriate responses to solve problems of needs differ according to the philo­
sophical approach adopted by the government. When governments assume the role
of planner and provider of services, their approach must necessarily be to modify
the previous organizational forms. In health, for example, a common case -b for
the government to inherit a diverse and uncoordinated health care system consisting
of charitable institutions, regional administered public systems, and systems de­
signed for specific segments of the population such as those covered by a social
security scheme of uneven degree of coverage. The government will usually try to
rationalize and integrate these disparate systems in an attempt to expand coverage
to disadvantaged groups and areas and to eliminate duplication of services. 

PROMOTION OF CATEGORICAL HEALTH PROGRAMS OR 
DEVELOPMENT OF COMPREHENSIVE COMMUNITY-BASED SYSTEMS 

There are many who insist, often on ideological grounds as much as on grounds
of proven efficiency, that all health services resources should be channelled through
community-based programs, and so be used to strengthen the organizational and
administrative fr;meworks of the community and to promote health-seeking be­
havior patterns. However, there are others who argue that major achievements can
be made by concentrating resources on a few interventions that have proved effi­
cient. UNICEF (1984), for example, has strongly promoted the GOBI-FF strategy
for reducing infant mortality and morbidity by bringing to all areas the proven
techniques of growth monitoring, oral rehydration therapy for diarrhea,
breastfeeding, immunization, food supplements and family planning. The counter 
argument (Mosley, 1984, page 4) claims that many of the social conditions associ­
ated with high rates of infant mortality are also associated with low use rates of
these 'new technologies.' These authors (Caldwell et aL, 1983) argue that more
basic changes in social conditions are necessary, and that such changes will be as­
sociated with changes in behavior patterns that will make the need for many of the 
N'io-medical interventions unnecessary. 

Studies of patterns of incidence of diarrheal diseases, for example, have linked
the prevalence of diarrhea with housing conditions and parental education (Black,
1984; Freij and Wall, 1979). Intervention to interrupt transmissior by changing the
habits and conditions in which people live is one approach to reducing incidence 
of the disease. Another approach which is known to dramatically reduce deaths
related to diarrhea is the "prompt administration of rehydration solutions
(Hirschorn, 1980)" cited by Black (1984, page 157). The argument is basically 
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whether efforts should be devoted to attacking the symptoms or the underlying 
causes of disease and death in these populations (United Nations, 1982). 

THE INTEGRATION OF HEALTH SERVICES 

Many countries, like India, strive to develop integrated community-based health 
care, and yet maintain many categorical programs implemented by different de­
partments. India's Sixth Plan in 1981 refers to such categorical programs under 
different department controls as education, water supply and sanitation, control 
of communicable diseases, family planning, maternal and child health care, nutri­
tion and school health, and urged that they be "properly coordinated for optimal
results". An important step in integrating health services is the training of person­
nel capable of working in several categorical programs at the local level. 

Integration of health services i; often difficult because of the different patterns
of ownership of resources and schtmes for their administration. Garfield and 
Taboada (1984) compare the organization and operation of the health services 
system in Nicaragua before and afier the 1978 revolution there. They describe the 
conflicts between the national association of doctors and the government, and how 
government control over health resources was gradually established. Public pro­
grams for rural medicine, maternal and child health and occupational medicine 
have been expanded and periodic health campaigns, including public health edu­
cation efforts, have been organized in many parts of the country. These include 
immunization, malaria prophylaxis and sanitation campaigns. The campaigns also
promoted the formation of local, regional and national community health councils.
With such councils in place, periodic campaigns are being replaced by permanent
ongoing activities, and attempts have been made to incorporate into this system 
many of the volunteers who contributed so much to the success of the periodic
campaigns. 

In the short run it is clearly easier to plan and implement a comprehensive,
community-based, health care system when the government is the sole owner and 
provider of health resources. Many countries, however, where ownership or re­
sources is fragmented among many public and nrivate organizations, have made 
attempts to develop integrated health care systems. Bosser and Parker (1984) have 
made an extensive survey of such attempts and have described the political and
administrative contexts which appear to be related to the effectiveness of the sys­
tems that result. 

ASSESSING GEOGRAPHIC ACCESSIBILITY TO HEALTH SERVICES 

An important issue is the need to make health services geographically accessible to
the population. Numerous studies have shown the per capita decline in use of 
urban-based services with distance from the health center (Jolly and King, 1966;
Rahaman et aL, 1982). Typical conclusions are that rates of utilization are reduced 
by half for every five kilometers increase in distance that a rural person must travel 
to a health facility, with the rate of decline being greatest for 'primary' and'preventive' health services - the very services that need to be used to reduce infec­
tious and communicable diseases that are so prevalent in these areas. Belcher el 
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al., (1978) reviewed the effects of a mass immunization campaign in rural Ghana,
and found that the rate of children vaccinated varied from 89.2 percent at the site 
to 69.8 percent less than three miles away, and none more than three miles away. 

Programs that are designed to reduce nutritional deficiency in the rural poor
generally vary in their success in reaching the target population. Gwatkin (1979)
found a well-organized distribution of 'fair price shops' in rural areas of Kerala,
while Harriss (1983) found an uneven coverage and an urban service bias in the
Coimbatore district of Tamil Nadu. In their field visits to a district in India, Bose 
and Desai (1983, page 120) found: 

that, in most cases, existing locations are very unsuitable from the point of viewof ensuring equality of access to the service for all sections of the popubhtion in the area. We carry the impression that the choice of location of both PHC'F and
Sub-Centres has, in most cases, been influenced by criteria whch patently com­promised the need of maximisirg accessibility to the services. With regard to Sub-
Centres, their inappropriate location is often traceable to the insistence that the
requircd land should be provided free ofcost of the community. 

Their findings supported policy suggestions of a recent Indian Government Com­
mittee, that 'the location and siting of health institutions should be rationalized in
order to maximize their accessibility for the people' (cited in Bose and Desai, 1983, 
page 127). 

DEGREE OF CENTRALIZATION-DECENTRALIZATION OF SERVICES 

One common approach to increasing the utilization of rural health clinics has been 
an attempt to locate them so that they are as accessible as possible to the rural
population, implying a decentralization strategy (Bennett, Eaton and Church, 1982;
Moore and Revelle, 1982; Patel, 1979; Rushton, 1984). Annis (1981), however,
argued on the basis of his study in Western Guatemala - that a common reason
why people travel only short distances to clinics is that they are not highly moti­
vated to use them because of the poor quality of the services offered. A recurring
question is whether services provided by village-level health workers achieve sig­
nificantly higher levels of coverage than similar clinic-based services. Only recently
did formal studies take up this question and it does appear that population cover­
age increased especially among the poorer sections of the population, as well as among those who because of illness, age, or cultural practices are unable to travel
beyond their home village (Berman, 1984). 

Wang'ombe (1984) concluded that the use of community health workers in
Western Kenya 'effectively decentralizes access to basic health, creating 96 first 
contact points of care where there were previously only three' (page 378). Just as
important, however, is the fact that at this level of decentralization of services,
health workers can be involved in health promotion activities both at the individual
and communal level. Wang'ombe's study is one of very few studies that document
changes in behavior before and after the implementation of a geographical decen­
tralization of services in an area. He presents a detailed cost-benefit analysis of a
scheme in Western Kenya which provided primary health care through
community-based programs. His costs included both system costs and reductions 

68 



in user costs from the earlier and more centralized health system, associated withreduced travel and waiting time in the new system. Consumer's gain is measured as the value of the additional utilization resulting from the lowering of access costs
(page 378). Wang'ombe concluded that positive net returns accrue to the study 
areas from the decentralized project. 

ROLE OF THE COMMUNITY 

The World Health Organization has become a strong advocate of the idea that ru­ral communities can organize themselves to evaluate health conditions in their areas
and to provide a major leadership role in improving health in their regions. It isargued that sufficient case studies now exist to prove that even in poor countrieswhere the overall level of resources available for health is very low, success in re­ducing mortality and morbidity can be achieved through 'community basedprograms' (Morley, Rohde and Williams, 1983). A joint report of WHO andUNICEF (1978), known as the Alma Ata declaration on primary health, discusses 
at length the iuvolvement of the community in health care: 

There are many ways in which the community can participate in every stage ofprimary health care. It must first be involved in the assessment of the situation,the definition of the problems ane the setting of priorities. Then it helps to planprimary health' care activities and subsequently it cooperates fully when these ac­tivities are ca, ried out. In addition, members of the community can contribute
labour as well as financial and other resources to primary health care.
(WHO-UNICEF, 1978, page 51, quoted in Bose and Desai, 1983, page 14). 

In such conditions, it i: argued, health services will be appropriate, accessible, af­
fordable and socially acceptable. 

The effort to involve the community itself as the planner and provider ofhealth-related activities is often an expression of faith in traditional rural values,as well as an attempt to halt the process of westernizing influences that, it is often
argued, is embodied in and brought by the elites of the 'medical establishment'
(Bose and Desai, 1983, page 4). Involving the community is, therefore, part of anoverall development strategy for self-reliant development. After all, if communities
succeed in organizing and managing their own health systems, the local leaders whomade this possible and the decision-making procedures used could well be used toeffect other kinds of developmental changes in their commuinities. Considering therelationships between other aspects of social-economic development and health
(Mosley, 1984), such a broadening of the role of the community may well be es­sentiql to improve the health of the community. The counter argument, however,is that if the community does not already have a history of having been involved
in activities to promote its own welfare, it may be unable to rise to the tasks re­quired in a community-based health sy:;tem. Without being cynical, one can arguethat the role of government in many couuries has been to stifle local, grassrootleadership that, in many cases, have challenged the power and the priorities of the
governing elites. In such circumstances it is unlikely that governments will expectthf leadership groups that emerge to work for improved health to restrict their at­tention to health matters, particularly when they have been asked to consider boththe biological and social factors that affect the health of their community. 
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Jobert (1985' has shown how the Community Health Volunteers scheme inIndia has so far largely failed in its goal of developing popular participation inimproving rural health. India's Sixth Plan in 1981 promised that communities'would be entitled to supervise and manage their own health programs eventually'
(Government of India, 1981, page 368), thus leaving to the .,. eventual localcontrol over health care resources in favor of government bureaucracy which
would, in the meantime, attempt to integrate the health servicer offered by different 
government departments. A fundamental problem, found throughout the world,
is the question of the accountability of community health workers to the profes­
sional health organization and to their community. Scholl (1985) describes theproblem in Nicaragua, and Bose and Desai (1983) discuss the same problem in 
India. 

THE PROFESSIONALIZATION OF HEALTH CARE 

Increasing the rcle of the community in health care planning and health system
implementation reduces the role of health professionals in controlling the system
and in setting the terms of their employment. In many courntries, more community
involvement is not supported by health professionals, particularly physicians, who
often see it as a lowering of professional standards of medical treatment (Bose andDesai, 1983, page 7G; Leslie, 1985, page 923). In India, the confusing relationship
between the Community Health Volunteers and the profcssional health care systemillustrates the sensitivity of this relationship. Bose and Desai (1983, page 7)observethat the community health worker 'becomes an appendage of the existing well­
entrenched clinic-oriented health infrastructure, thereby transforming him into a layagent of a professionalized health service.' The original expectation had been that
the community hefalth volunteers would act as a bridge between the health care
delivery system and the community, and would initiate health promotion activities
in their community. Accordingly, they must be trained not only to administer
simple medical interventions, but also in the job of creating community support for 
health matters. 

MEDICAL EDUCATION 

New organizational forms for health care often require different types of training
for professional, paraprofessional and volunteer personnc! who will work in the
system. In many countries there exists a stron, tradition of indigenous systems of
medicine that have proven effective for many health problems. The task of inte­grating them with western (allopathic) medicine while ensuring that no biases are
introduced that may threaten their survival is a difficult one (Good et al, 1979).
Medical doctors are very often .-eluctant :o practice in rural areas, and even whenthey are employed by the government, they frequently regard their assignment to 
a rural area as a temporary hardship post before their request for transfer to anurban center is granted. Medical educatio. in a hospital context is not represen­
tative of the conditions typically encountered in rural medical practice. Much of
the training there is in the treatment of the more complex and less common dis­
eases, whereas the real need is to learn how to treat common diseases of a devel­
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oping rural region with the equipment and with the aid of the auxiliary personnel
typically available there. 

DETERMINANTS OF DEMAND FOR HEALTH CARE 

Basic to improving health in any area is an understanding of health-seeking be­
havior there. Aday and Anderson (1975) formulated a conceptual model which has 
been the basis for many empirical studies. In their model background factors,
predisposing factors and enabling factors are shown to be related to the likelihood 
of a person to seek health care or to act in ways conducive to the maintenance of 
their health. Using this model, Friede et al. (1985, page 135) studied the acceptance
of the free DPT immunizations (diphtheria-pertussis-tetanus) by preschool children 
in a poor rural area of the Philippines, and found that the likelihood of a child not 
to be immunized was related to 'adversity factors.' They recommended that prior
to any immunization campaign, a "quantitative assessment of locale-specific
'adversity factors' that are susceptible to amelioration should be made. For in­
stance: bring the site closer; make sure the time of day is right; check if it is harvest 
time" (page 139). 

Joy and Payne (1975) argue for a functional classification of "the nutritionally
deficient population which makes it possible to relate nutritional deficiency patterns
to spatial, ecological, socio-economic and demographic characteristics of the pop­
ulation." They note that in India, the sampling design used by the National Nu­
trition Monitoring Bureau ensures that in each state the coverage represents
different levels of agriculturel development, villages of different size and different 
socio-economic groups in the population. A common method for assessing nutri­
tional deficiency (Morley and Woodland, 1979) computes the weight of each child 
as a percentage of the expected weight-for-age, defined as the median weight-for­
age on standard growth charts. Pacey and Payne (1985, page 125) report that in 
Costa Rica, monitoring of nutritional status is now a regular feature of the rural 
health program. 

Several studies have shown that nutritional deficiency is related to occupational 
group as well as to low income. Mosley (1984, page 9) describes recent unpublished
research in Indonesia, suggesting "that the predominant cause of malnutrition may 
not be poor diet, but frequent recurrent infections." 

The general conclusion is that efforts to improve health in any rural area must 
begin with an understanding of the health-seeking behavior patterns of the popu­
lation (Good et aL., 1979), the particular health problems of the area and the factors 
that influence decisions which are most conducive to the maintenance of health 
(Cumper, 1984). 

EFFECTIVE ADMINISTRATION OF SERVICE SYSTEMS 

Comparative studies of the effectiveness of health care systems in developing
countries have shown that differences are often related to program administration. 
Although there is usually a desire to leave many important administrative decisions 
to the local level, the capabilities of people at this level are often poor (Annis, 1981; 
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Bossert and Parker, 1984, page 697). Administrative training is typically weak and 
often in the hands of people whose training concerned the clinical aspects of health. 
It should not b: surprising that a medical officer might have trouble organizing and 
managing a team of thirty professional who are dispersed throughout a rural re­
gion. Even maintaining contact in such circumstances can be extremely difficult. 
Despite these difficulties, Djukanovic and Mach (1975) found, in a study of a series 
of case studjcs in different countries of the world, that "the most impressive gains
have been made in countrics where a strong central policy has been implemented
by a decentralized exccutive organization" (page 101,. 

DEGREE OF CENTRALIZATION-DECENTRALIZATION IN HEALTH 
PLANNING 

Some countries administer their program of health planning from the center and 
expect each region to implement the planning program according to priorities de­
termined at the center. Deber (1980) describes such a centralized system in the 
USSR. She argues that 'overplanning' inhibits creative and adaptive responses in 
health care provision. This might be contrasted with the decentralized health 
planning system of Nicaragua, which depends on community councils and local 
volunteer workers for its success. A recent study by Rifkin (1985) compares health 
planning activities for community participation in health care programs in partic­
ular areas of three countries. 

THE FINANCING OF HEALTH SERVICES 

Many of the plans describing the health system of an area show that in an ideal 
system people would be interacting locally and have their needs met locally, with 
fewer cases being referred to the more-professional, curative health system. Typi­
cally, however, the sources of funds for different parts of the system are different,
and each part guards its allocation of resources. Transfer of resources from one 
part of the system to another, where returns would be greater, is therefore often 
impossible in practice. The Community Health Worker scheme in India, for exam­
ple, began in 1978 as a scheme financed by the central government (Leslie, 1985),
but by 1979 it was decided that states would have to support half the cost. Some 
states dropped the scheme at that point (Bose and Desai, 1983 page 55). A con­
troversial issue is the impact of user fees on the demand for health services. To 
what degree can user fees be increased without appreciably affecting utilization? 
Are there particular groups for whom a fee-for-service would bar the access to care? 
Are there new sources of finance which Third World countries can tap to pay for 
'Health for All'? (Abel-Smith, 1985). 
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EVALUATING THE EFFICIENCY AND EFFECTIVENESS OF 
SERVICE SYSTEMS 

DETERMINING LEVELS OF CRITICAL SERVICES 

Although basic services are known to play key roles in social and economic devel­cpment, our knowledge is incomplete on how each service interacts with other as­pects of society to influence change. It is therefore impossible to define either
minimum or optimum levels of each service in hny region to effect change. Evenwithin a service sector, cost-benefit analysis of alternative interventions has onlyrecently begun (Corrin, 1984). Although promising, these approaches must bejudged to be experimental at this time. Barnum and Barlow (1984), for example,developed a maihematical model of child mortality for a study area in Cali,
Colombia. They used the model to determine the allocation of resources thatwould most reduce infant mortality in the area. Only realistic amounts of each resources was assumed to be available. The use of such mathematical optimization
models implies a level of formal knowledge about the efficacy of service inter­vention programs that is usually not available. Consequently, although statistical
estimation of the parameters of the model based on data derived from a represen­tative real-world setting would have been desirable, the 221 parameters in theequations of the model were specified on the basis of survey responses of "medical
and health practitioners with considerable experience in the problems of delivering
health services in less developed countries" (page 377). Their results were similar
to those of Berelson and Haveman (1980), who made an exploratory attempt toapply benefit-cost analysis to various realistic interventions to reduce fertility indeveloping countries. They discovered that the judgements of knowledgeable ex­perts appear to be essentially the same as those made by policy makers in the field. 

These judgements are often made on the basis of pilot evaluations of selected
interventions or even more informal data, such as 'experience in the field.' Moreoccasionally, carefully controlled, quasi-experimental designs allow more formal
methods to be used to judge the efficacy of selected service interventions (Gwatkin,
Wilcox and Wray, 1980; Pebley, 1984). The scarcity of such studies, and the factthat they are not representative of other areas, leaves organizers of service delivery
systems without formal guides for making optimal allocations of resources among
different service systems. 

ASSESSING THE EFFECTIVENESS OF A SYSTEM 

The difficulties in assessing the effectiveness of a service system have led to the
current practice of measuring effectiveness in one of three ways, as follows. 

Inputs Used. Using the hypothesis that the more inputs are used the more ser­
vices must be provided, service adequacy in a region is often measured by the
quantity of inputs provided. The number of people per doctor or clinic; thenumber of hospital beds per thousand people; the number of health camps
held. This is the most primitive method of evaluation because it contains no 
measure of the impact of these resources on the health of the population. 
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Process ofCare. This method measures the services provided and other things
that are related to the process of care. Number of child immunizations,
number of clinic visits, number of oral rehydration salt solutions given and 
number of prescriptions filled are examples of direct measures of services pro­
vided. Waiting time at clinics, average distance of a person from nearest clinic,
the proportion of people who use a clinic are examples of process-related 
measures of effectiveness. Although these too do not measure the quality and 
effectiveness of the system directly, we do know that these measures relate to 
effectiveness in a more direct manner than inputs. 

Outcome Measures. Outcome measures determine the results of interventions 
and include, for example, the reduction in infant mortality and the reductions 
in death from specific diseases, such as measles or diarrheal complications.
This is the least used measure of effectiveness, perhaps because the ultimate 
causes of death and disease are not all within the control of the health care 
system. The argument that is gaining ground claims that changes in the health 
status of the population is the real test of the effectiveness of a health care 
system, and that a given set of resources should be used in whatever way will 
most reduce morbidity and mortality. 

CONCLUSIONS 

The predominant pattern of change in organizing services for improving health in 
developing rural regions has involved a move from urban, hospital-based, curative 
services to smaller health units which are located so as to maximize geographical
accessibility, emphasising programs of health promotion and disease ptevention
and relying on extensive involvement of the community. The organization of health 
services in many, but certainly not in all, the cases has devolved to a more local 
administrative level, with more resources to support the system coming from the 
local level either in the form of fees for services rendered or in the form of providing
volunteers working under the supervision of locally represeutative groups. It con­
tinues to be a formidable task to maintain community control over 'Community
Health Workers' while at the same time integrating them into both the modern 
(government supported) health-care system and the traditional health-care system. 

Health is being considered as a product of both social and biological conditions,
and interventions that seek to change the social conditions relating to ill-health are 
being increasingly recommended to supplement the categorical health programs
that provide curative treatments for many diseases, the prevalence of which would 
be drastically diminished if the social conditions of life were to be changed. Finally,
in some areas an attempt is being made to determine a pdiority list of health 
interventions as a result of cost-benefit and cost-effectiveness analyses. 
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OPERATIONAL FEASIBILITY ANALYSIS OF
 
PUBLIC SERVICES IN DEVELOPING COUNTRIES
 

Israel Prion 

The term 'Integrated Regional Development (IRD) Planning' indicates a parallel,
simultaneous, correlated and coordinated planning of the three main economic 
sectors: agriculture, industry and services. Because of this specific, intersectoral 
nature of IRD planning, many planners tried to develop a common analysis method 
for the three economic sectors, that can be used for the selection of the best plan­
ning alternatives, for the regional economy as a whole and for each of the economic 
sectors. 

T11, now, regional development planners succeeded in implementing this idea in 
the sectoral planning of the primary and secondary sectors, but failed to use it in
the tertiary sector. In order to understand this problem, we need to review the 
target definitions of planning at the macro and micro levels. 

At the macro level, the major development planning target is usually the 
maximization of regional income expressed in terms of GNP or GPD. This target
is quite adequate for !he macro-planning of the primary and the secondary sectors,
but does not apply to the the planning of the services sector, and is particularly
invalid for the planning of public services. The major part (80-90 percent) of GDP 
in public services usually comes from wages and salaries. The share of net income 
in the GDP of public services is insignificant. Any maximization of GDP in the
services sector is actually a maximization of wages and salaries, in other words -
maximization of expenditures, and therefore inacceptable as a development target. 

At the micro-level, planning of the primary and secondary sectors is based on
methods of economic analysis, such as cost/benefit analysis or internal rate of re­
turn, that enable the planner to evaluate project alternatives by profitability. The 
cost/benefit ratio is a significant index for evaluating the feasibility of development 
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projects, since it enables us to computerize the returns of each unit of additional 
invested capital. The higher this ratio, the mcgee viable is the development project
since the net return of the investment is higher. The internal rate of return on the
other hand, determines the maximum interest rate which a development project is 
capable of sustaining. The calculation of both indices is based on tt.e cstimation 
of running expenses and parallel income, for each year of the implementation, using
mainly the disc."ntel cash flow analysis techniques. 

This methodology cannot be recommended for public services planning, since 
there is no way to evaluate the direct economic benefits of public services, such as 
the direct contri))utio- of a new vocational school, a rural clinic, etc. to the GDP.
Although the composition of an annual cost flow, including the schedule of initial 
investment, cost of capital renewals and direct costs of production, can be estimated 
in public servicei, it is impossible to express the composition of the gross benefits
flow of public scrvices, i.e., annual gross returns. As a result, there is a no benefit 
criteria for the evaluation of project alternatives as far as allocation of manpower
and capital in public services is considered. 

To date, there have been a few unsuccessful attempts to estimate the indirect 
benefits of public services in a planned area, and, at the present state of the art one 
cannot expect a substawoial progress in this direction. A better way to solve this
problem is to try and develop a specific evaluation scheme for projects of public
service, as suggested in the following. 

PLANNING OF PUBLIC SERVICES IN DEVELOPMENT 
AREAS 

It is still an accepted piactice to regard investment capital in the services as a
'bottleneck,' and to determine the practicability of a given project by the success 
of the passage through it. But this is not the case. A public service facility may
remain .losed, even if it was 'contributed' by one of the assistance agencies, as long 
as the community is unable to secure the necessary funds to finance its share in the 
operation expenses. At times, the cost of operating such a facility (an elementary 
or high school, a clinic, hospital, etc.) for two consecutive years may equal the 
amount needed to establish it. Furthermore, annual operating costs constitute an 
immediate and current expenditure, whereas payments on the account of the in­
vested capital are distributed along a relatively large number of years. Conse­
quently, the ability cf the recipient population to shouldcr the onus of the yearly
costs, determines the starting point for th,: planning of the public services system.
In other words not a 'textbook norm' determines the planning of public services,
but rather a programming of these services as a function of the users' income level 
anticipate at the target year of the regional development plan. 

his assertion means that we have to abandon the widespread practice of plan­
ning public services according to standard norms, which too often rest upon the­
oretica: and unrealistic considerations. Thus, for instance, the generally
recommended norm of hospital beds in developin3 countries is 4 beds per 1,000
inhabitants, but I know from my experience in Latin America and Africa, that such 
a norm cannot be implemented in most developing regions in the next 10 to 15 
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years. Usually, the indication of feasibility studies is that a reasonable norm should 
be reduced to half the former estimate (i.e. 2 beds per 1,000 inhabitants). 

The planner of services in developing areas should therefore figure out in ad­
vance his own normative criteria (relating to the extent and standard of public
services), to match the size of the contributions by official agencies on the one hand 
and the expected income level of the population on the other. These norms are 
bound to be different in various regions for different reasons. 

The approaci o the planning of public services and its m'.thodology merit a 
detailed discussion, which cannot be included here. We will only mention that the 
operational feasibility study is made up of three steps. The interdisciplinary plan­
ning team begins its work by an early program for the public services: the elements 
of the schooling system in the region, the distribution of the pupil population 
among the schools as a percentage of all the children of relevant ages, study di­
rections, etc, on the basis of desirability and apparent feasibility. Guided by these 
outlines, economic planners calculate the average operation cost of the educational 
services for one family in the region, starting from elementary school, through high
school and vocational education. The final step examines the possibilities to fi­
nance the overall operation expenses of the educational system at the target year
of the plan. 

Part of the expenditure required to operate the educational system will be pro­
vided by official agencies, and data from the 'National Accounts' may serve as an 
estimate for the magnitude of the potential contribution by the government (as a 
percentage of the GNP). The rest of the costs must be born by the population
(private consumption expenditures). If the estimate of the annual average expenses 
for education per family does not exceed a reasonable rate of the expenditures for 
private consumption, the plan can be considered implementable. But if the ex­
penses turn out to be considerably larger compared to the rate used in the'consumption basket' of populations with a similar income level, the plan is prob­
ably too ambitious and should be returned to the drawing table for reconsideration 
and cuts. Feasibility studies for other public services (health etc.) will be performed
in a similar manner. 

By substituting the normative services planning with the operational feasibility
analysis planners are able to estimate flexible norms and standards of public ser­
vices, in accordance to the income targets of the regional development plans at 
different stages of development. 

METHODOLOGY OF OPERATIONAL FEASIBILITY 
ANALYSIS OF PUBLIC SERVICES IN DEVELOPING 
COUNTRIES 

From the methodology point of view the operational feasibility analysis of public 
services is divided into four sta~es, as follows: 

1. 	 De3igning a model of the spatial organization in the planed region simul­
taneously with a hiererchical model of public services (ed-icatioc. healtl,). 

81 



2. 	 Preparing operational cost calculations for different systems of public services 
(education, health). 

3. 	 Estimating the reasonable budgets needed for the operation of public services. 

4. 	 Determining the volume and standards of public services by balancing opera­
tional costs and budgets. 

The methodology was applied in several places (1); in the following we present
the concrete case of the Zomba-Machinga Region in Malawi.(2) 

FIRST STAGE 

The 	design of the spatial organization model is based on three principles: 

Accessibility, or optimum territorial dispersal of the services, in order to reach 
many small producers scattered over a wide area with little or no transporta­
tion facilities; 

Efficiency of services in terms of prices and quality; and 

Concentration of services which operate at the same level in certain well, 
defined locations. 

The 	spatial organization model for the Zomba-Machinga Region was therefore 
designed to include villages, rural centres, sub-regional centres and a regional centre 
(see Figure 1). In general, the location and extent of services follow fairly closely
the distribution, size and requirements of the population at different hierarchical 
levels of the Zomba-Machinga Region. 

Estimates of the averag,. population in the different centres of the Zomba-
Machinga region were as follows: 

-	 A village - 650 persons (150 families). 

- Rural centre - 5,000 persons or 1,000 families (the p.opulation of the rural 
centre and the villages attached to it). 

- Sub-regional centre - 42,000 persons or 8,400 families, 28.5 percent of them 
urban and 71.5 percent - rural (in the sub-regional town and ir all the rural 
centres and villages attached to it). 

- Regional centre - 1,240,600 persons or 248,120 families (all the population
foreseen in the region in the target year of the plan). 
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Figure 1. 	 Concep4ual Model of the Spatial Organization and Hierarchy of Public Services
 
Inthe Zomba-Machinga Region
 

Edeclm 	 IH"1111 
(Functional (Functional
Hierarchy) Hierarchy) 
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Contre 

Secondary & S General 
Vocational Centres Hospltw 
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Primary Rural Health Centre; 
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Kindergarten Villages 	 Rural Health 
Poet 

Spatial Hierarchy of 
Centras 

SECOND 	STAGE 

We have already mentioned that an interdisciplinary planning team outlines an 
early programme for the development of the educational and health systems on the 
basis of desirability and apparent feasibility. The calculations of operation, guided 
by these directives, estimate the average annual expenditures for the operation of 
public services per family. It examines the average basic investment for each service 
unit (for education: kindergarten, primary school, etc.), the annual operation ex­
penses, the number of persons employed in each unit of service, the total value 
added, the value added per employee, etc., (see Appendix I to 4). By means of a 
similar methodology economic planners calculate the average operation costs of 
health and other services per family in the region (see Appendix 5 to 8). The esti­
mated average expenditures per family in the target year for each level of the edu­
cation and health services are presented in Tables 1 and 2. 
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THIRD STAGE 

The operating budget for public services is financed by the government and the 
private sector. 

At present the Government of Malawi spends 1.66 percent of the GNP on ed­
ucation; it is estimated that by the target year tls support will be increased to 2 
percent. It is recommended that the government should apportion its education 
budget ab follows: 1.8 percent of the average GNP/family for the primary sector 
and 0.7 percent for other sectors. The remainder of the budget, 0.2 and 1.3 percent
of the GNP per family in the primary and other se'ctors, respectively, should be
directed by the government to other fields of education, namely adult education, 
universities, etc). 
Table 1: Estimated Average Annual Expenditure (KW)* on Educational Services per Family (19)
 

Services 
 Sector I Sectors 2 & 3 Average
 
Kindergarten 
 2.0
Primary School 33.5 33.6 33.50
Secondary School 4.5 13.4 8.95
Vocational School 5.6 16.8 11.20
 
Total 
 43.6 65.7 53.65
 
"1 KW - US$1.1 (1982).
 

Note: It was assumed that the participation of children in secondary and
 
vocational schools would be much higher in the urban population

(Sectors 2 and 3). than In rural areas (15% 
 vs. 5% of the age groups).

The result It a much highs- estimated average annual expenditure
 
per urban fan" .
 

Table 2: Estimated Average Annual Expenditure (KW) or.Health Services per Family 1996 
Services Sector 1 Se%rs 2 and 3 
Rural Heclth Post 2.9 0Health Sub-centre 6.8 6.8
Ganeral Hospital 25.7 25.7
Ambulance 1.6 2.4 
Total 37.0 34.9 

The government of Malawi is now spending 0.86 percent of the GNP on health
services. It is estimated that an additional 1.0 percent of the GNP will be allocated 
to health services by the target year. It is reasonable for the government to dis­
criminate between rural and urban sectors in regard to its contribution to health
facilities, since the VA per family is considerably less in the rural sector (1.5 percent
of the GNP per capita) than in the urban sector (0.3 percent of the GNP per capita
for the urban sector). 

Table 3 shows the estimated average government spending per family on edu­
cation and health services in 1996. 
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Table 3: Estimated Government Spending In 1996 (KW) 
Sector 	 Foreseen GNP at the Foresaen Gove' nment E;ipen.

National Level in 199f ditures per Family In 1996 
Per capita Per family % of GNP KW 

Education 
1 1430 1,800 1.8 32.42 and 3 30 1,800 0.7 12.6 
Health Services
 
1 
 30 1801i 1.5 27.02 and 3 360 110) 0.3 5.4 

The remaining expenses and health sevice expenses have to be paid by the
population (private ccnsurnption expenditures). According to various publications,
private expenditures for education in courLtries with per capita income level equal
to that envisaged in the region in 1996 constitute some 4 percent of the private
consumption expenditure.(3) 	The parallel index for health services L 3 to 3.5 per­
cent of private consumption expenditure,.. A summary of the population contrib­
ution (private consumption 	expenditures) to the operation of public srvies is 
presented in Table 4. 
Table 4: Private Consumpt;on Expenditure (PCE) per Family on Education ar.d Heahi, 3Arvlcms (1996)
 
Sector VA per Family 
 F'CE per Family PCE Expenditura per Family

According to for Public Ssrvi-ba 
the Plan" 

% of Total % of TotalGNP* (KW) PCE (KW)
 
Education
 
1 400 75 4.0
300 	 12.0
2 and 3 2,431 60 1,459 4.0 .4.4 
Health 
Ser-ee 
1 	 400 75 300 3.5 10.5
2and3 2,431 60 1.459 3.0 43.8 
'Data estimated at the previous planning sis,ge of IRD (the so-called 'regional 
macro-planning'). 

FOURTH STAGE 

If the average estimate of the annual expenses per family for public services does 
not exceed the estimate of the budget, the proposed volume and standards of ser­
vices may be conside.d implementable. Table 5 presents the balance between the
estimated cost and budget for education and health services, sl owing that in this 
case the plan is indeed. implementable. When the cost is considerably larger than
the budget, the plan should be returned to the planning team for another iteration 
of the operational feasibility analysis. 
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Table 5: Cost/Budget Balance for Operating Educational and Health Services (1996) 
Sector Cost 

fKW) 
Budget 

Government Expenditure PCE Expenditures Total 
Balance 
(Cost a: % 

% KW % KW 
KW of budget) 

KW 
Education 
1 
2 and 3 

43.6 
65.7 

73.0 
17.7 

32.4 
12.6 

27.0 
82.3 

12.0 
58.4 

44.4 
71.0 

98.2 
92.5 

Health 
Services 
1 
2 and 3 

37.0 
34.9 

72.0 
11.0 

27.0 
5.4 

28.0 
89.0 

10.5 
43.8 

37.5 
49.2 

98.7 
71.0 

On the basis of the aforestated, the service planner in a developing region
should figure out pertinent planning indices which are confirmed by the operational
feasibility analysis (Table 6). 
Table 6: Planning Indices for the Zomba-Machings Region In Malawi, Confirmed by the Operttlonal 

Feasibility Analysis 
Service Branch 
Education 

Kinder-
garten 

Primary 
School 

Secondary 
School 

Vocational 
School 

Location All levels Rural, Subregional and 
of spatial 
hierarchy 

sub-re-
glonal & 

regional centers 

regional 

Rate of population served (%): 
- rural 
-urban 
No. of childrentclassroom 
No. of shifts 
Level of education (years) 

" 
15 
30-35 
1 
2 

centers 

96 
95 
45 
2 

"8 

5 
15 
40 
2 
4 

5 
15 
40 

2 
4 

Employees classroom: 
1)shifta 
2) shifts 

Annual depreciation (%): 
- Construction 
- Equipment 
Average VA/employee (KW) 
Miscellaneous expenditures 
as % of total expenditure 

1.5 

2 
15 

66 

15 

2.48 

4 
15 

889 

15 

-
3.5 

2 
15 

2,387 

15 

-
4.17 

2 
15 

2,518 

15 
Area of construction per 
clubroom (m2 

) 5 s0 80 90 
Average cost of construction 
(KW per I m 2) -40 -40 80 90 
"Five years of compulsory education; it Is supposed that 50 percent of
the children will continue In the last 3 years of primary education. 

-Cost of construction materials only (built In the framework of self-help) 

Obviously the numerical expression of these indices will vary for different countries
and regions, according to the planned levels of development and income. Right
now there are not enough development projects with operational feasibility analysis
to have a sufficiently big sample for statistical analysis of development trends in this
field. However, sonic coaclusions can be made by analysing the existing projects 
as shown in Table 7. 
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10.000 

Tablo 7: Some Results o! the Operational Feasibility Analysis at Different Levels of Regional 
Development
 

Enrollment (% of age group) 
 Hospital Ambulance 
Region GDPICAP Kinder- Secondary Vocational (Beds/ (Nod


(KW) garten" School- School- 1000 Inh.) 1000 Inh.)
 
Zomba-Machinga

(Malawi) 200 5-1515 	 5-15 1.80 15.000 
Region Sur
(Dominican Ripublic) 800 15-20 	 2.2018 20-25 

Heutar Allantica
 
(Costa Rica) 1,100 20 20-25 25-30 8,0002.35 
' In urban areas
 
*The left column refers to rural areas and the right column to urban areas
 

The size and standard of the public services increase with the level of income 
per capita. We assume that the population served is entitled to the best publicservices, but the actual level of public services will be determincd by the financial
ability to operate them. The operational feasibility analysis is based on the esti­
mated national income level - on the one hand, and on the regional income on the
other. As a result, the operational feasibility analysis is a liak between the services 
sector and the rest of the economic sectors within the framework of integrated re­
gional development planning in developing countries. 

NOTES 

1. 	 The methodology of the Operational Feasibility Analysis was 	applied in a
number of regional development projects presented in the following publica­
tions: I. Prion et al. Proyectode PlanIicaciondel DesarrolloRegional Integral
- Perija, Estado Zulia, Venezuela (CINDER, Maracaibo and CERUR,
Rehovot, 1977.) 1. Prion et al. Lampang Region - Thailand: An Integrated
Rural Development Project (SSC Rehovot, 1980). I. Prion et al. Proyecto de
Planificacion del Desarrollo Rural Integral de la Regio.1 Guancre-Masparro
(Venezuela) (CERUR, Rehovot, 1980). I. Prion et al. Proyecto de
Planificacion- Region Sur, Republica Domiicana(CERUR, Rehovot, 1981).
D. Pelley ct al. Planning Project Nakuru-Nyandarua Region - Kenya (SSC,
Rehovot, 1982). I. Prion et al. Winneba-Swedru Region - Ghana:An Integrated
Rural De'elopment Project(SSC, Rehovot, 1982). I. Prion et al. Proyecto de
Pianificaciondel Desarrollo Rural Integrado de la Region PACOSA N - Peru
(CERUR, Rehovot, 1982). D. Pelley et al. Planning Project - Zomba and
Machinga Districts - Malawi (SSC, Rehovot, 1983). I. Prion et al. Proyecto
de Planificacion- Region Bolivar, Ecuador(CERUR, Rehovot, 1984). I. Prior 
et al. Proyecto de Planificacion - Region CALVO-SILES, Boliva (CEF.UR,
Rehovot, 1984). 1. Prion et al. Proyecto de DesarrolloRural Integrado de la
Region Huetar Altcntica y el Canton Talainanca, Costa Rica (CERUR,
Rehovot, 1986). 

2. 	 0. Pelley & I. Prion et al. PlanningProject - Zom a and Machinga Districts,
Malawi (SSC, Rehovot, 1983). 
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3. 	 S. Kuznets, Modern Economic Growth Rate, Structure and Spread. (New Ha­
ven: Yale Univ. Press, 1969). Kuznets claims that private expenditure on ed­
ucation, recreation and amusement, at a similar level of income, constitutes 
about 5 percent of private consumption. 

APPENDICES 

Appendix 1: Annual Operation Cost of a Kindergarten in an Urban Neighborhood 

1. 	 Population served: 12,000 persons or 2,400 families 
2. 	 No. of children In each age-group:
 

- Urban sector 15% x 12,000 x 3.8%" - 68 minus 5%
 
(mentally or physically retarded): 65 pupils 

- Children per classroom: 3 to 35 
3. 	 No. of schools: 1; No. of directions: 1; Years of education: 2 
4. 	 No. of classrooms: 4
 

2
5. 	 Constructed area (50 m2/classroom): 200 m 

6. 	 No. employees 6 
7. 	 Total investment (KW): 18,400
 

- Construction (KW81m 2): 16,000
 
- Equipment (15% of construction): 2,400
 

8. 	 Operation expenditure: 
- Total depreciation (KW): 680 
(Construction 2% - 320*; Equipment 15% - 360) 
- Salaries and Wages: *"3,317 
- Miscellaneous (15% of total) 705 
- Total Expenditure 4,702 

9. 	 Expenditure per family In tho urban sector: 4,70212,400 , 2.0 KW 
10. 	 Total Value Added (KW): 680 + 3,317 - 3,997 

Value Added per employee (KW): 3,99716 - 666 

* The calculation of enrollment rate Is as follows: 
Birthrate - 4.2%
 
Mortality rate- 1.1% (0.4% till the age of school + 0.7% adults)

Natural Growth Rate- 3.1%
 
Enrollment rate: 4.2% - 0.4% - 3.8%
 

**The calculation of salaries and wages (KW):
4 Teachere x 600 - 2,400 
2 Others x 140 - 280 
Sub-total 	 2,680 
Target year of planning (+ 10%) 2,948
 
Social Security (12.5%) 369
 
Total in target year 3,317
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Appendix 2: Annual Operation Cost of a Primary School In a Rural Centre 
(1KW = US$1.1 (1982)) 

1. 	 Population served: 5,000 persons or 1,000 families
 
- Urban population: 500 persons or 100 families
 
- Rural population: 4,500 persons or 900 families
 

2. Children In each age-group:
 
- Urban sector
 

(500 x 3.8%) minus 5% mentally or physically retarded: 18
 
- Rural sector
 

(4,500 x 3.8%) minus 5% mentally or physically retarded: 162 
- Total (urban and rural): 180 
- No. of children per classroom: 45 (one shift)

3. 	 No. of schools: 1; No. of directions: 2; Yearm of education: 8 
4. 	 No. of classrooms: 13 (2 shifts)* 
5. 	 Constructed area (60 m 2 /class): 780 m 2 

6. 	 No. employees: 32 
7. 	 Total investment: KW35,880 

- Construction (KW40/m 2 ): KW31,200 
- Equipment J15% of constructoti): KW4,680

8. 	 Operation expenditure:
 
- Total depreciation: KW2,418;
 

(Construction - KWl,248; Equipment - KW1,170)
 
- Salaries and wages: "KW26.031
 
- Mi.1scellaneous (15% of total) KW5.020
 
- Total Expenditure 	 KW33,469

9. 	 Expenditure per family In urban sector : KW33.5
 
Expenditure per family In rural sector: KW33.5
 

10. 	 Total value added: KW28,449
Value added per employee: KW889 

" 180/45 = 4 classrooms for one age group (one shift); first five yearn
of education are compulsory, therefore 4 classrooms x 5 - 20 classrooms 
(one shift); or 20/2 shifts = 10 classrooms (two shifts).
It is expected that only 50% of the pupils will continue through the 
last 3 years of primary education, therefore 90/45 - 2 classrooms 
x 3 years - 6 classrooms (one shift); or 6 classrooms/2 shifts - 3
classrooms (two shifts); total No. of classrooms required - 10+3- 13 
classrooms (two shifts). 

-Salaries and Wages (in KW)
1 Headmaster x 1,000 1.000
 
13 x 2 Teachers/classroom x 735 19,110
 
1 Secretary x 365 
 385 
4 Others x 140 560
 
Sub-total 21,035
 
Target year of planning (+ 10%) 23,139

Social Securi.y (12.5%) 2,892
 
Total in target year 	 26,031 



Appendix 3: Arnual Operation Cost of a Secondary School In a Sub-Regional Centre 

1. 	 Population.; qd: 42,000 persons or 8,400 families 
- Urban: 4 ..... rsons or 2,400 families
 
- Rural: 3C,,Ou0 persons or 6,000 families
 

2. 	 Children In each age-group: 
- Urban sector 15% x 12,000 x 3.8% - 68 minus 5% 

(mentally or physically retarded: 65 pupils) 
- Rural sector 5% x 30,000 x 3.8% - 57 minus 5% 

(mentally or physically retarded: 54 pupils)
 
- Total 119 pupils
 
- Children per classroom: 40
 

3. 	 flo. of schools: 1; No. of directions: 3; Years of edrjcajon: 4 
4. 	 No. of classrooms: 6 (2 shifts) 
5. 	 Constructed area (80 m2 /class): 480 m 2 

6. 	 No. of employees: 21 
7. 	 Total investment: KW44,160 

- Construction (KW80/m 2): KW38.400 
- Equipment (15% of construction): KW5,760 

8. 	 Operation exoenditure: total depreciation: KW1,632 
(construction 2% - 768, equipment 15% - 884)
 

- Salaries and wages: "48,492
 
- Miscellaneous (15% of total): 8,845
 
- Total Ependiture: 58,969
 

9. 	 ExpeAditure In urban sector (54.6%): 32,197
Expenditure In rural sector (45.4%): 26,772
Expenditure per family in urban sector: 13.4 
Expenditure per family In rural sector: 4.5 

10. 	 Total Value Added: 50,214 
Value Added per omployeo: 2,387 

The calculation of salaries and wages (KW):
1Headmaster x 3,100 3.100 
6 x 2.5 teachers/classroom x 2,480 34,720
1NWrse x 440 440 
1Secrotary x 365 365 
4 Others x 140 560 
Subtotal 39,185
Target year of planning (+ 10%) 43,104 
Social Security (12.5%) 5.388 
Total targ-t year 	 48,492 
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Appendix 4: Annual Operation Cost of a Vocational School In a Sub-Regional Centre 
1. 	 Population served: 42,000 persons or 8,400 families 

- Urban: 12,000 persons or 2,400 families 
- Rural: 30,000 persons nr 6,000 families 

2. 	 Chndren In each age-group: 
- Urban sector 15% x 12,000 x 3.8% = 

(mentally or physically rete '.d: 65) 
- Rural sector 1.5% x 30,000 x 3.8% = 

(mentally or physically retarded: 54) 
-Total 119 
- Children per classroom: 40 

68 minus 5% 

57 minus 5% 

3. 	 No. of schools: 1; No. of directions: 3; Years of education: 4 
4. 	 No. of classrooms: 6 (2 shifts) 
5. 	 Constructed area (90 m2 per class): 540 m2 

6. 	 No. of employees: 
7. 	 Total investment 

- Construction (KW70/m 2): 
- Equipmenl (25% of construction): 

8. 	 Operational expenditure: 
- Total Depreciation 
'Construction 2% - 756, Equipment 15% 
- Salaries and wages 
- 11iscellaneous (15% of total) 
- Total expenditures 

9. 	 Expenditure in urban sector (54.6%) 
Expenditure hi rural sector(45.4%) 
Expenditure per family In urban sector 
Expenditure per family In rural sector 

10. 	 Total Value Added: 
Value Added per Employee: 

*The calculation of Salaries and Wages (KW): 
1 Headmaster x S,100 
6 x 3.2 Teachers/class x 2,480 
1 Nurse x 440 
1 Secretary x 365 
4 Others x 140 

Sub-total 

Target year of planning (+ 10%) 
Social Security (12.5%) 

Total in target year 

25 
KW47,250 

37,800 
9,450 

2,174 
- 1,418) 

60,768 
11,107 

KW74,049 
KW40.431 

33,618 
16.8 
5.6 

KW62,942 
KW2,518 

3.100 
44,640 

440 
365 
560 

49,1;05 

54,016 
6,752 

60,768 
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Appendix 5: Annual Operation Cost of a Rural Health Post In One of Two Villages 
(population of 750 each) 

1. 	 Population served: 1,500 persons or 300 families2 
2. 	 Constructed area (50m2): 50 m 
3. 	 Total investment: KW2,300 

- Construction (KW40/m 2): KW2.000
 
- Equipment (15% of construction): KW300
 

4. 	 No. of employees: 1 
5. 	 Operation expenditure: 

- Total depreciation: KW125 (Construction 4% - 80; Equipment 15% - 45) 
- Salaries and wages: *KW620 
- Miscellaneous (15% of total) 130 
- Total expenditures KW875 

6. 	 Average expenditure per family KW2.9 
7. 	 Total Value Added KW745 

*The calculation of salaries and wages (KW): 
1 Homecraft worker x 500 500 
Target year of planning (+ 10%) 550 
Social Security (12.5%) 70 

Total In the target year 	 620 

Appendix 6: Annual Operation Cost of a Health Sub-Center In Each Rural Center 
(serving the population attached to It or In an 
urban neighborhood of 5,000 inhabitants) 

1. 	 Population served: 5,000 persons or 1,000 fan'illes 
2. 	 Constructed area: 120 m2 

3. 	 Total Investment: KW5,760 
-Construction (KW40/m 2): KW4,800
 
-Equipment (20% of construction): KW960
 

4. 	 No. of employees: 6 
5. 	 Operation expenditures: 

- Total depreciation: KW432 (Construction 4% - 192; Equipment 25% - 240) 
- Salaries and wages: °KW5,037 
- Miscellaneous (20% of total): KW1,367 
- Total emoenditure: KW6,838 

6. 	 Average expenditure per family: 6,836/1,000 - KWS.8 
7. 	 Total Value Added: KW5,469 

Value Added/employee: KW911.5 

The calculatlor )f salaries and wages (KW):
 
1 Nuls ( .90 890
 
2 Medical assistants x 1,090 2,180
 
1 Homecraft worker x 500 500
 
2 Service workers x 250 	 500 

Sub-total 	 4,070 
Target year of planning (+ 10%) 4,477
 
Social Security (12.5%) 560
 

Total In the Target Year 	 5,037 
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Appendix 7: Annual Operation Cost of a Generel Hospital In aSub-Regional Center 
(serving all rural centers and villages attached to It) 

1. 	 Population served: 42,000 persons or 8,400 families
2. 	 No. of beds (2per 1,000 Inhabitants 84 
3. 	 Area of construction (40m 2 per bed): 3,360 m 2 

4. 	 Total Investment: KW453,600 
- Construction (KW100/m 2): KW336.000 
- Equipment (35% of construction): KWI17,600

5. 	 No. of employees: 87 
6. 	 Operational Expen-,1re: 

- Total Depreciation: KW24,360 (Construction (2%) - 6,720; 
Equipment (15%) - 17,640) 
- Salaries and wages: 	 "KWl15.756 
- Miscellaneous (35% of total): KW75°447
Total expenditure: KW215,563

7. 	 Average expenditure per family: KW25.7 
8. 	 Value Added: 

- Total: KW140,116 
- Per employee: 	 KW1,610.5 

*Salaries and Wages
0.04 Doctors/bed KW5,700 x 3 17.100 
0.25 Nurses/bed KW890 x 21 18,690
0.6 Assistants/bed KW1,090 x 50 54,500
0.16 service workers/bed KW250 x 13 3,250 
Sub-total 93,540 
Target year of planning (+ 10%) 102,894 
Social Security (12.5%) 12,862 
Total In target year 115,756 
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Appendix 8: Annual Operatior Cost of an Ambulance (serving 3 rural centers or 
15,000 and 10,000 inhabitants in an urban neighborhood) 

1. 	 Population served: 
- Ru'a: 15,000 inhabitants or 3,000 families 
- Urban: 10,000

2 
Inhabitants or 2,000 families 

2. 	 Constructed area: 20 m 
3. 	 Total Investment: KW15,500 

-Construction (KW25/m 2): KW500
 
-Ambulance with equipment: KW15,000
 

4. 	 No. of employees: 2 
5. 	 Operation expenditures: 

- Total depreciation: KW2,270 
(Construction 4% - 20; Equipment 15% - 2,250)
 

- Salaries and wages: "1,485
 
- Miscellaneous: 1,000
 
- Total expenditure: KW4,'55
 

6. 	 Average expenditure per family: 
rurE! = KW1.6 
urban KW2.4 

7. 	 Total Value Added: KW3,755 
Value Addod per employee KW1,878 

* The calculation of salaries and wages (KW): 

2 Ambulance drivers x 600 1,200 

Sub-total 	 1,200 

Target year of planning (+ 10%) 1,320
 
Social Security (12.5%) "165
 
Total in the Target Year 	 1,485 
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Part4: Regional Industrialization
 



AN APPROACH TO GROWTH PATTERNS IN
 
REGIONAL INDUSTRIALIZATION
 

Raphael Bar-El 

INTRODUCTION: A GENERAL APPROACH 

Industrial planning usually involves a static, 'freeze frame' analysis, in which plan­
ners look at a region at a specific time and prescribe a developmeut plan using the
static existing or expected situation as a basis for decision making. I claim that
industrialization of a region , hould be considered as a continuously changing
proceis, the characteristics of which vary according to the stages of development
and the exteiza! conditir the region and the country. The general appjr,.v
suggested here is based o. assumption that the role of industry in the process
of regional/rural developmei. affects the patterns of growth in the region and is
affected by them. Industrial development should therefore be continuously adapted
to the changing conditions in the region. Some of these conditions are externally
imposed, while others are generated by the industrial development process itself. 
Fig. I illustrates in a very schematic way the relations between industrial develop­
m' tcand these two groups of variables. 

V i: I 
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Figure 1. A Schematic Illustration of the Relations Between Industrial Policy
and the Endogenous and Exogenous Variables 
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Endogenous variables represent the characteristics of a region which boti: in­
fluence industrial development and are influenced by it, ramely: 1) the level of
development in the region; 2) the regional economic and social infrastructure; and
3) the position of the region in relation to the nation as a whole. Exogenous vari­
ables represent factors in the region which affect industrial policy but are virtually
not affected by it, namely the national development policy and the natural eco­
nomic potential of the region. 

THE DEFINITION OF INDUSTRIAL DEVELOPMENT 

The first question to arise is what industrial strategy should be employed to achieve
the optimal results at different levels of development within the region, given the
various external influences? For example, should we select labor-intensive manu­
facturing plants and small scale industries which require low skilled workers and
produce products for the local market or would it be more effective to adopt a
different strategy which encourages large scale, highly mechanized more capital
intensive production offering higher skilled employment, and producing for the 
national market or for export? 

In order to address this question, we should first define the main components
of industrial development strategy, and determine the most important character­
istics of the industrial activity which can be used to define industrial strategy. To
make such a definition, we shall classify the components of industrial strategy into
three groups: (1) variables related to the production process; (2) variables related 
to the product cl'aracteristics; and (3) variables related to the spatial characteristics 
of industrial development. 
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VARIABLES RELATED TO THE PRODUCTION PROCESS 

The production process may be considered from three aspects. The first is 
capital-intensity of the production process as it may be measured by capital per
worker (or by the capital-output ratio); this indicates the l-vel of technology or 
mechanization used in the manufacturing process. The second aspect may be de­
fined as the human capital intensity, as indicated by the level of skills required by
the manufacturing plant. (1) The third aspect is the scale of operation in the man­
ufacturing plants, measured by size generally in terms of number of employees, or 
- in some cases - in terms of the scope of production or sales.(2) 

VARIABLES RELATED TO PRODUCT CHARACTERISTICS 

The characteristics of the industrial product may also be grouped into three classes 
of components. The first is the type of product represented by the type of industrial 
branch (using international standard industrial classifications). One important
classification uses the income elasticity of demand for the product, and distin­
guishes between products for 'mass consumption' at relatively low income levels 
and 'high income' products.(3) The second is the market for the specific product
under consideration: local, regional, national or export. Whereas the first and 
second components measure the characteristics of a specific industrial product, the 
third component relates to the composition of the whole manufacturing output in 
the region, and measures the degree of its diversity versus specialization. A high
degree of specialization would imply a concentration of most manufacturing activ­
ity of the region in one or in a few products, while diversity is achieved when the 
manufacturing activity involves a wide range of products. 

VARIABLES RELATED TO THE SPATIAL CHARACTERISTICS 

Again we may refer to three major components. The first relates to the spatial 
patterns of backward and forward linkages of industrial development: who are the 
suppliers to the manufacturing plants and the buyers of its products and where are 
they located?(4) We also characterize plants by their main locational factors, such 
as proximity to markets, to raw materials, to labor-force supply etc.(5) 

The third component relates to the spatial hierarchy of manufacturing activities 
in the region and on the national level. When such hierarchy does aot exist the in­
dustrial structure would be based on plants with strong local backward and forward 
linkages. The existence of a hierarchical structure would be indicated by linkages 
at various spatial levels (as a function of the type of plant), resultin, in higher in­
tegration of manufacturing activities into the economy of the region and the 
nation.(6) 
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INDUSTRIALIZATION AND THE ENDOGENOUS PROCESS
 
OF DEVELOPMENT
 

The first and most important group of variables to be considered in this context is 
the level of development in the region (see Fig. 1). The significance of this group
to industrialization (7) is reflected by demand for industrial products and supply
of production factors, (see Fig. 2). Rising levels of income and development in the 
region cause changes in both. The demand for industrial products increases, cre­
ating more opportunities for industrial development, and the composition of such
products shifts from agricultural or food industry products more to non-food in­
dustrial products.(8) Even within total non-food demand, the type of corsumption
changes as development approaches higher levels - away from necessities and less
sophisticated products to more technologically advanced goods. Such changes in
the composition of demand provide a basis for more diversified industrial activities,
including more advanced industrial plants. 

As far as supply is concerned, a rise in the level of regional development alters
the two major factors of production: capital and labor. Shifts in capital result
mainly £rom an increase in saving rate and by higher absolute capital accumulation,
and allow the establishment of more technologically advanced industries for which 
no financing was available before. Thus, at high levels of development and lower 
rates of income expenditure on necessities, the saving potential of the population
increases the potential for investment in new industrial activities.(9) 

The improvement in labor skills, education and health (or human capital) that
results from the development process is no less important than the accumulation 
of financial capital. Higher level of knowledge and professional skills enable the
adoption of more sophisticated industrial activities which otherwise could not op­
erate in the region.(10) 

In summary, it seems that as development advances changes in supply are
complementary to changes in demand, demand for new types of products is ac­
companied by an increasing ability of the production factors to meet the new needs 
in terms of capital, skills and technology.(l 1) 

The second group of endogenous variables which help define the endogenous
process of development is the regional economic and social infrastructure. In gen­
eral, this may be defined as the ability of the region to serve as the site of industrial 
economic activity. This ability is characterized first by the economic and physical
infrastructure in the region, namely the quality of roads, power, water and sewage
systems, suitable industrial sites and communication network. These are the basic
necessities which an industry generally requires to operate in a region, and they
improve as the level of development in the region increases. Another subcompo­
nent is the social infrastructure in the region, mainly the quality of living which
includes the availability and quality of housing, health services, education network
and other social services.(12) The third component involves the organizational and 
social patterns in the region. At higher levels of income the aspirations are usually
for more challenging and advanced jobs than at lower income levels, when the labor 
force is willing to accept less skilled employment. Also important is the attitude 
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Figure 2. Major Components of the Endogenous Process of Development 
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of local leadership (political, religious or educational) toward industrialization and 
the development process in the region. 

On the whole, the importance of the regional structure is a result of the natural 
tendencies of manufacturing to concentrate.(13) The first trends of industrial de­
centralization have been attributed to changes in regional structure and 
characteristics.(14) A process of regional industrial development is therefore highly 
dependent on the regional structure.(15) 

The relation between the region and the nation represents the third group of 
endogenous variables, and is represented by three aspects: economic gaps, trade 
relations with other regions, and political status. Economic gaps between regions 
(in terms of production, income and employment levels), as well as the volume and 
quality of trade relations indicate the extent of isolation from or integration with 
econoic processes in the nation. The political power of a region, represented by 
its electoral weight or economic strength, may determine the allocation of resources 
for its industrial development. All of these factors influence the region's ability to 
generate a process of industrialization and development, and to become integrated 
into the economy of the nation as a whole. As the stage of development advances, 
we may witness a stronger relation between the region and the nation and stronger 
links between the industrial development of the region and that of the nation. 

A CLASSIFICATION OF ENDOGENOUS TYPOLOGIES 

Using all the variables presented above which represent various aspects of the 
endogenous process of development, we may theoretically define an endless number 
of profiles of regions at given points in time, each one of them having specific im­
plications regarding the kind of industrial policy that should be adopted. For ex­
ample, one profile can be defined by an extremely low level of development in the 
region expressed by a low demand for industrial products, low levels of skills and 
education and scarcity of capital (first sub-group of endogenous variables); a rea­
sonably acceptable physical infrastructure, a weak social infrastructure and strong 
organizational patterns (second sub-group); and marked discrepancies between the 
rcgion and the country as a whole (third sub-group). In another profile all the 
characteristics may be similar excluding one (for example, a stronger social 
infrastructure). In this way, we may define a very large number of profiles, re­
sulting in a very large number of potential industrial policies. 

In reality, the actual number of profiles may be smaller than the number of 
theoretical combinations. One important reason is probably the existence of strong 
correlations between variables; for example, it is most probable to expect a strong 
social infrastructure in a region where the physical infrastructure is well developed. 

Fo.- the purposes of this paper, and for the sake of simplification, I propose to 
classify all endogenous typologies roughly into three groups: low, middle and high
level of development. An underdeveloped region would be characterized by: 1) a 
low level of development namely low level of demand (mainly for food products), 
scarce capital, low saving prospects, and low level of haman capital; 2) low level 
of regional infrastructure, namely weak economic and social infrastructure and low 
level of local organization; 3) low level of regional status - big economic gaps be­
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tween regions, regional economic isolation, and insignificant political power. Fol­
lowing the same pattern, middle and high levels of development may be roughly 
defined. 

The classification of levels of development is admittedly quite arbitrary, but we 
may find some justification for such a ranking. An analysis by Chenery (1982) of 
several countries at various stages of development indicates that a significant dif­
ference exists between countries wl-ich are at the middle stage of development and 
countries at high or low levels of development. Chenery points out that over the 
past 25 years, there has been a tendency for middle-income countries to grow more 
rapidly than richer or poorer countries. The explanatiou proposed for such a phe­
nomenon is based on three elements: 1)a sharp rise in the rate of accumulation of 
physical capital and skills; 2) a shift of labor and capital into sectors that can use 
them more efficiently, where demand is increasing more rapidly; and 3) a diversifi­
cation of the economic structure which makes the economy less vulnerable to 
changes in trade or demand. 

This explanation seems app!icable not only in the cae of couutries, but in the 
case of regions as well. At the lowest level of development we find very few growth
opportunities as a result of start-up difficulties (ee Fig. 3). At this level, the pos­
sibility of industrilizing the re-gion is restricted by lack of infrastructme and capital
and by the unskilled labor fPace, as outlined earlier. Consequently, at this stage the 
growth rate of industries i very low and, th, need far development efforts in order 
to stimulate industrializaticn is high. At the second medium level of development,
the ability of industry to giow is at its hgnest: demand increases rapidly, the level 
of infrastructure is higher, the labo. force is better skilled and conditions are mature 
for -apid industrial growth. Moreover, at this rtage the cost invested by the gov­
ernment is highly effective namely less tffort is needed than at the previous level. 
At the third- and highest- stage of devlopmecrt the level of infrastructure is good
and the labor force is siled, but the increase in demand for industrial products is 
not as rapid as it vas at the secoad stage, because we have reached a relative sat­
uration point of the market. At this level the region attains equilibrium and the 
need for further industrial development efforts decreases. 

INDUSTRIALIZATION AND EX'iERNAL CONDITIONS 

As explained above, external conditions determine the framework within which the 
process of industrialization (and its relations with development) takes place. It is 
roughly assumed that those external conditions can be considered as exogenous 
variables, meaning that they exert influence on the process of industrialization and 
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Figure 3. Schematic Illustration of Three Levels of Development 
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development, but are not necessarily influenced by it. The exogenous variables may
be divided into two groups (Fig. 4): variables related to the national development
approach, and variables related to the natural economic potential of the region. 

104 



Figure 4. Main Components of External Conditions 
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The first group includes two main aspects: the national development goals and 
the national development strategy which is adopted for the achievement of such 
goals. The national goals may include raising rates of employment, raising in­
comes, reducing inequalities between regions, improving quality of life and services, 
decreasing migration from rural to urban sectors, increasing overall economic 
growth of the nation (GNP/capita) and improving the balance of payments.
Without entering into a detailed analysis, we can say that the goals largely fall into 
two groups: national economic goals and socio-economic goals. An improvement
in the balance of payments or overall economic growth, for example, are economic 
goals on the national level whereas goals related to employment, income, equality
and migration consider not only the economic aspect of development but also some 
of its social aspects, and its expression in relation to individuals and regions and 
not only in terms of aggregate national indicators.(16) 
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It is quite clear that the determination of national goals has direct or indirect 
implications on the role of the industrial sector, and specifically the types of man­
ufacturing activities which should be stimulated. Creating employment, for exam­
ple, may be best achieved by certain branches such as textiles or food,(17) while 
other branches may be more apt to increase income.(18) Size of plants may also
influence employment and equality of distribution.(19) 'High-tech' industries may
be efficient in promoting national economic growth or increasing income, but not 
necessarily in increasing employment levels.(20) 

Given the national goals, policy makers chose a national development strategy.
The variety of development operative strategies way be classified into a few well 
known categories that have been discussed thoroughly in the literature. The divi­
sions we present here have been shown by Chenery (1982) and Balassa (1980),
amongst others. The first policy aims at generating a surplus in the primary sector,
beyond the subsistence level. This strategy, which is adopted particularly at low 
levels of development where subsistence agriculture is the primary source of living,
considers the agriculture sector as a vehicle for economic development. The other 
three strategies refer to the industrial sector. The import substitution strategy is
defined by Balassa (1980) as a two-stage process.(21) At the first stage growth of 
production is faster than growth of consumption, making possible an industrial
development based on the substitution of imported consumer goods. When this 
process comes to an end, import substitution is directed towards the production of
intermediary products and capital goods (as opposed to consumption goods at the 
first stage). Because of its basic structure, the import substitution strategy tends to
discriminate against rural industrialization, since in most cases the rural area can­
not offer the necessary conditions for that kind of industrial activity. 

Outward-oriented policy or export-led growth is a third policy option. Indus­
trialization should not aim at producing goods for domestic consumption, but
rather exploit the factors in which the country has a comparative advantage. It
should concentrate its activity on the production and exportation of goods based 
on this comparative advantage and, parallely import products in which the country
does not have a comparative advantage.(22) This strategy has also many negative
implications regarding the ability of such manufacturing activities to locate in rural 
areas and to integrate into the local economy.(23) 

A fourth strategy has been proposed recently by Adleman (1984), and is de­
nominated as the Agricultural Development Led Industrialization (ADLI). In view
of the problems of export-led industrialization resulting from the protectionist
policies imposed by developed countries against cheaper foreign imports, Adleman 
proposes a strategy based on local agriculture development. In this policy indus­
trialization is based not on the comparative advautage relative to other countries,
but on local resources. Using a quantitative model for Korea, she illustrates how 
such an approach can create high economic growth rate and even generate more 
exports than under export-led growth policy. The main difference, however, is that 
with ADLI exports are mostly agriculture based goods. 

The second group of exogenous variables is the natural economic potential of
the region. It consists of three sub-groups of variables representing the ability of 
the region to provide a basis for industrial development: size of population, spatial
structure and the existence of local natural resources or of an agricultural potential. 
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The size of the population provides a market for industry at its first stage of de­
velopment and a larger and more varied labor force from which to draw. Many
industrial plants which cannot be justified in regions with small populations could
be feasible in more populated areas.(24) A second aspeci is the spatial pattern of
the region, namely the distances between the region and large urban centers, the
hierarchy of cities within the region and the position of the region within the hi­
erarchical structure of the nation (if theme is such an hierarchical structure). Such 
a pattern will have significant implications regarding the ability of the industrial­
ization process in the region to integrate into the national economic structure. The 
third aspect relates to the existence of local natural resources and agricultural po­
tential: a region that has large natural resources or a strong agricultural potential
is expected to offer more industrialization opportunities than a region which is less 
endowed.(25) 

A SIMPLIFIED CLASSIFICATION OF EXOGENOUS 
CONDITIONS 

Theoretically there is a large number of exogenous typologies, resulting from all the
possible combinations between various possible values of all the relevant variables. 
We believe, however, that due to internal correlations between variables which de­
fine the various aspects of exogenous conditions, the number of actual typologies
is much smaller. 

It is beyond the scope of this paper to enter into a detailed determination and
analysis of all the empirically probable typologies. We shall therefore imit our­
selves to a very schematic classification of exogenous conditions, using a rough
definition and categorization of variables. According to this technique the national 
development approach consists of two categories: an economic-oriented approach
that maximizes growth of GNP and improves the balance of payments, and a
socioeconomic-oriented approach that involves employment, equality, etc. The re­
gional natural economic potential may also be divided into two categories: high
potential and low potential. 

The four main types would thus be: 

Type ) A region with high natural economic potential 
adopts a purely economic development approach. 

in a country which 

Type 2 A region with high natural economic 
towards socioeconomic objectives. 

potential in a country oriented 

Type 3 A region with low natural economic 
economic development approach. 

potential in a country with an 

Type 4 A region with low economic natural 
socioeconomic development approach. 

potential in a country with a 

The immediate impression is that the best opportunities for rural industrial de­
velopment can be found in a region of type 2, and the worst - in a region of type 
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3 which, by definition is located in a country that focuses its development efforts 
on stronger regions and urban centers. 

A FEW HYPOTHESES ABOUT GROWTH PATTERNS IN 
REGIONAL INDUSTRIALIZATION 

After having defined the general approach showing that regional industrialization 
is one element within the whole system of dynamic socioeconomic development and 
external conditions and constm~ints, and after having defined in broad terms the 
specific factors which compose each of the three main parts of such a system, we 
shall now try to state a few general hypotheses regarding the operation of such a 
system. In general, the hypotheses will relate to the effect of external conditions 
and the endogenous process of de'elopment on growth patterns of regional indus­
trialization. We shall first refer to a few general principles and then formulate more 
specific hypotheses. 

GENERAL PRINCIPLES 

At low levels of economic development, we should prefer an industrial policy which 
has three major characteristics: (1) it aims at solving problems of unemployment
rather than raising income and standards of living; (2) it is linked more to the eco­
nomic development of the region than to the national economic structure (namely 
uses mainly inputs from agriculture and other local resources and produces output
for the local market; (3) it aims at a relatively slow rate of growth which is suitable 
to the rate of improvement in the local infrastructure and to the increase in de­
mand. 

At higher levels of economic development, policy should include industrial 
strategies which emphasize more the improvement of the standard of living rather 
than the creation of new jobs, and strive for a higher degree of integration with the 
national economic structure. Moreover, the policy should encourage faster growth
rate, which will be made possible by higher levels of demand and better 
infrastructure, until it reaches a saturation point. 

SPECIFIC RELATIONS BETWEEN THE INDUSTRIAL 
CHARACTERISTICS AND THE ENDOGENOUS DEVELOPMENT 
PROCESS 

The following hypotheses refers to the simplified classification suggested above into 
three basic levels of development, and try to specify which industrial characteristics 
would be most adequate at each stage. The hypotheses are derived from the general
considerations presented above, and from existing theoretical and empirical expe­
rience. 

I. 	 At low levels of development labor-intensive activities should have a priority
due to the needs to create employment and because of the scarcity of capital; 
a shift should be made at higher levels of development towards more capital 
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intensive activities(26) In any case, neither extremely labor-intensive nor 
capital-intensive activiti,-s should be adopted.(27) 

1 	 industrialization shoul begin with unsophisticated production processes, and 
shift towards irore rdiV.nced technologies and better skills at higher levels of 
development. Such s:)ifts should however be restricted quantitatively in pro­
portion to the share of the labor-force that acquired higher education and 
skilis; and qualitatively - to p.izCsses which have less agglomeration needs 
(most research and development activities would therefore be excluded). 

At the beginning of the development process, industrial development should 
be based predominantly on household and small-scale plants as a means for 
best local integration.(28) As development proceeds, small-scale plants cannot 
continue to serve as basis for industrialization, and a gradual shift towards 
medium-scale plants should be considered.(29) 

At the firs! 4tages of development the main industrial production should con­
centrate on consumer produ, ts with a low income elasticity of demand, such 
as food, some clothing products, etc.; at later stages it should shift to products 
with nigher income elasticity of deriand. 

5. 	 At first steps local markets should be the focus of industrial production, ex­
panding later to regional, nationdl and perhaps international markets. 

6. 	 At low levels of development, most industrial activhy should focus on a few 
products expanding to a larger diversity of products at higher levels of 
development.(30) A higher level of development would therefore mean the ev­
olution of more advanced plants (more capital-intensive, higher know-how 
requirements, etc.), but it would not mean a shift in focus from one type of 
industrial activities to another. A larger diversity, as suggested by this hy­
pothesis, would mean the evolution of an industrial structure involving a wider 
range of produats, technologies and markets. These would fulfill the needs of 
various groups of the labor-force, with diverse skills and aspirations. 

7. 	 At the lowest levels of development backward and forward linkages of manu­
facturing plants woulki occur mainly on a local level (with agricultural and lo­
cal markets); at higher levels they will spread to more spatially dispersed
linkages with other markets, other sources of raw materials and industrial 
plants in other regions.(31) 

8. 	 At low levels of development we would also expect more plants the main 
locational factors of which are the existence of local raw materials, a local 
market and cheap labor. Such factors would be less significant at more ad­
vanced levels of devc.lopment. 

9. 	 At low levels of development, the spatial structure of manufarturng plants
would show a pattern of dispersed, small local plants, at higher levels of de. 
velopment a more hierarchical spatial structure will emerge. 
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RELATIONS BETWEEN INDUSTRIAL CHARACTERISTICS AND 
EXTERNAL CONDITIONS 

In the following we suggest two general hypotheses regarding the effects of external 
conditions on rural-regional industrialization, derived from the above presentation 
of the relevant variables. 

1. 	 As far as the national approach is concerned, the concentration on pure na­
tional economic goals would involve a centralized industrialization process,
characterized by high capital-intensity, more advanced technologies and mar­
ginal involvement of the rural area.(32) A more socio-economic approach
would involve development strategies which are closer to the Agricultural De­
velopment Led Industrialization (ADLI) than to import substitution or 
export-led industrialization. If employment and distribution are predominant
objectives for regional devclopment, industrialization will tend to be more 
traditional, small-scale and locally oriented. As objectives shift towards in­
creasing income levels and improving standards of living, industrialization will 
be characterized by a higher development level. 

2. 	 Favourable conditions in the region or in the country, expressed by bigger size 
(bigger markets, abundant supply of labor-force), better economic potential
(natural resources, good agricultural opportunities) and a balanced spatial
structure will help the industrialization process achieve more rapidly the tran­
sition from a structure which is most adequate to low levels of development 
to a structure which is more appropriate to higher levels of development, as 
described in the previous section. 

CONCLUSIONS 

The general approach, which is drawn in very broad lines in this paper, can prob­
ably be visualised as a set of consecutive questions and directives offered to the 
industrial planner or policy-maker in a given region, in order to help him decide 
on the most effective measures under the given conditions. This set of questions 
may be formulated as follows: 

1. 	 What is the national general approach to development in your country? The 
answer to that question helps determine the quantity and general character of 
manufacturing activities which can be considered in the region. 

2. 	 What is the natural economic potential of your region? The answer to this 
question will provide important information about plants which can be based 
on the processing of local resources and potential agricultural products and 
information about potential demand. 

Answers to questions I and 2 determine the given framework within which indus­
trial planning has to be made as a result of externally imposed constraints of na­
tional approach and economic potential. The following questions intend to provide
information on various aspects of development level and characteristics in the re­
gion, to be used as input for the determination of optimal industrial measures. 
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3. 	 What is the level of development of the region in terms of income and demand 
for industrial products, human capital, and capital accumulation and poten­
tial? 

4. 	 What are the conditions of the physical infrastructure, the social structure and 
the organizational patterns in the region? 

5. 	 What are the relations between the region and the country in terms of eco­
nomic gaps, trade relations and political status? 

Answers to these questions are expected to help in the elaboration of a plan for
industrial development, and in its continuous readjustment with development of the
region. In industrial development we do not mean only quantities of manufactur. 
ing plants, but also their characteristics. Some of these such characteristics have 
been enumerated and classified into three main groups: the production process, the 
product and the spatial patterns of industrial activity. 

We have tried to suggest a few hypotheses regarding the operational answers to 
the above stated questions in terms of industrial characteristics. One of the main 
points is that at low levels of development, industrial development should strive
towards labor-intensive production, small-scale plants, unskilled jobs and local in­
tegration. At higher levels of development a shift is proposed to inverse charac­
teristics. 

Further research should strive for a more detailed elaboration of the suggested
approach, and mainly for a quantitative testing of the hypothesis suggested in the
preceding paragraph, so that they can be transformed into operational planning
instruments. 

NOTES 

1. 	 For a definition of high technology in the context of local economic develop­
ment, see Malecki (1984), pp. 263-4. 

2. 	 There are wide variations in the definitions of 'small-scale' industrial activities 
amongst writers. In broad general terms, this term refers to plants of a size
which may be adequate to rural or small local town conditions. See, amongst 
many others, Molenaar, EI-Namaki and Van Dijk (1984); Chuta and 
Sheturaman (1984); Mazumdar (1984); Page and Steal (1984). 

3. 	 See Leechor, Kohli and Hur (1983) for world income elasticities of a few major
industrial branches (p. 27). 

4. 	 See the interindustry linkage classification presented by Beyers (1981) and 
based on Chenery and Watanabe, and his finkage typologies using a cluster 
analysis (pp. '75-85). 

5. 	 There are numerous theoretical and empirical works on factors which affect 
manufacturing location. See a few recent examples which are directly relevant 
to the issue of regional development: Kale and Lonsdale (1979); Boon (1983);
UNIDO (1983); Michel and Ochel (1978); Townroe (1983). 
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6. 	 A prevailing view, expressed by Boon (1983) and others, is that big capital­
intensive industrial plants will remain in urban centers, whereas small indus­
tries which employ conventional technologies will prevail in small towns and 
in rural regions. This is the 'both legs' approach (see especially pp. 56-59). 

7. 	 Chenery (1982) defines the transformation of an underdeveloped economy into 
a developed one by a set of structural changes required to sustain continuity,
increase in income and social welfare, and includes in it changes in con-amer 
demand, accumulation of physical and human capital and access to common 
sources of technology and international demand (p.3). 

8. 	 This results from a lower income clasticity of the demand for food products.
Chenery (1982) shows this empirically for various countries (see pp. 5, 6, 24). 

9. 	 Higher capital-intensity at higher levels of development is achieved not only
by the development of new (capital-intensive) activities, but also by increasing
capital-intensity at existing type of activities by improving production tech­
nologies. See Stern (1977) for an empirical presentatien of increasing capital­
intensity (decreasing labor-intensity) at various levels of income per capita for
given economic sectors (pp. 27-33). See also de Vries and Brakel (1983) for the 
specific case of textile industry in Pakistan, the Philippines, Portugal and 
Turkey. 

10. 	 Browning (1980) finds that the most important location factor for new pro­
ducts and high technology is the availability of skilled technical and profes­
sional manpower. 

11. 	 Leechor, Kohli and Hur (1983) present empirical evidence from world industry
for the continuing shift towards higher skills and technology and lower degrees
of specialization in labor-intensive branches. This is true for developed market 
economies as well as for less developed countries during the process of devel­
opment. 

12. 	 Malecki (1984) indicates 'quality of life' as one of the most important factors 
in ,he location of research and development institutions (pp. 266-7). 

13. 	 See Rosenstein-Rodan (194,5, 1961) and Datta-Chaudhuri (1982, pp. 237-248)
for a detailed discussion of sets of indivisibilities which explain industrial con­
centration. See 	also Gwynne (1986) for a detailed analysis of industrial con­
centration tendencies in Latin America. 

14. 	 See, for example, Kale and Lonsdale (1979); Erickson (1976, 1981); Doering
and Kinsworthy (1979). Others (such as Storper, 1981) attribute decentrali­
zation trends to the changing structure of industrial activity as well. 

15. 	 Although the increasing weight of 'hi-technology' industrial activities may have
decreased the decentralization trends, Malecki (1981) has found (for the 
United States) that even this new type of activity already shows first signs of 
decentralization. 

16. 	 An important question, which is not analysed in this paper, is whether there
is a conflict or a complementarity between the achievement of the various 
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goals. For a discussion of this issue, see for example Byerlee, Eicher, Leidhom 
and Spencer (1983); Jaksch (1974); Morley (1978); Stewart and Streeten (1971);
Williams (1981); and Bar-El (1984). 

17. 	 See employment multipliers for diterezt branches by Stem (1977), p. 25. Steed 
(1981) shows that even developed countries protect the clothing industry in 
order to solve unemployment problems. 

18. 	 Michel and Ochel (1978) use a definition of branches by types of linkages and 
achieve a classification of objectives best achieved by each branch. 

19. 	 Small scale plants have more direct and indirect employment effects, as well 
as more distributional effects (Anderson, 1982). 

20. 	 See Jelavich (1984), and Thomas (1981). 

21. 	 The 'import-substitution' strategy is the outcome of an analysis of interna­
tional trade in developing countries by Raul Prebisch (1950). The extensive 
discussion about that strategy is much beyond the scope of this paper. For a 
short summary of its limitations see UNIDO (1983) pp. 50-52. 

22. 	 See Chenery (1960) and Chenery and Syrquin (1975). 

23. 	 See a summary of limitations in UNIDO (1983), pp. 54-56. See also the 
analysis of difficulties to enter export activities by 'late-starters' such as Kenya,
Tanzania and Zambia, by Gulhati and Sekhar (1981), pp. 28-43. 

24. 	 This statement is well demonstrated by Chenery (1960, 1982), who shows that 
a 'big' country can more easily achieve an industrialization process which 
smaller countries can attain only at higher levels of development. 

25. 	 It seems that this argument does not need any literature support. Nevertheless, 
a few cases are worth mentioning: Johnston and Mellor (1961); Sigurdson
(1975); Bacha (1975); Gray (1983). 

26. 	 This is consistent with most basic development theories. An analysis made by
UNIDO (1983) suggests three consecutive stages: labor-intensive, capital­
intensive and science based technology-intensive industrialization. The major
relevant manufacturing branches at each stage are indicated: food, textile,
clothing and leather at the first; chemicals and others at the second, basic 
metal, machinery and transportation at the third (see pp. 52-3, 67-71). 

27. 	 See Bar-El (1984) for the theoretical support, and for an empirical testing with 
data from Northeast Brazil, showing that the optimal technology for employ­
ment maximization does not involve the adoption of extremely labor-intensive 
activities. See also Anderson (1982) pp. 58-60. 

28. 	 Hakanson (1979) shows that small-scale plants can survive at the early phases
of development, since profit margins tend to be wider under conditions of 
rapidly increasing demand. Such conditions disappear at later stages of de­
velopment, when the rate of growth in demand tends to decline, competition
tends to increase, and economies of scale are more important. 
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29. 	 Anderson (1982) offers a detailed analysis of three types of industrial plants 
as classified by scale, and of the relative importance of each type at various 
stages of development. The three types are: household manufacturing, small 
workshops and factories, and large-scale plants (pp. 6-27). 

30. 	 Lever (1979) shows empirically for Great Britain that 'dominated labor 
markets' as defined by the predominance of few plants, characterise depressed
regions and are less economically stable (pp. 98-103). Haviylyshyn and Civan 
(1983) prove statistically that the level of development, as measured by per
capita income, is the most important predicator of intra-industry trade be­
tween countries, resulting from a diversified demand and a greater ability to 
produce heterogenous products. Leechor, Kohli and Hur (1983) show similar 
trends in the analysis of world manufacturing trends. 

31. 	 See Beyers (1981) for a classification of activities by characteristics of spatial 
linkage (pp. 75-85). 

32. 	 It seems that such an hypothesis does not need anymore any empirical testing.
A reccnt meeting of OEA (1985) reached the conclusion that regional devel­
opment should be reinforced, since it was weakened by the adoption of'adjustment' policies in many Latin American countries. 
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THE GOVERNMENT ROLE IN PRIVATE
 
INVESTMENT
 

Dafn Schwartz* 

BACKGROUND 

In many countries economic development and social conditions are uneven between 
regions. The historical reasons for the emergence of such gaps vary from one 
country to another. In some cases certain regions have suffered absolute economic 
decline, while in other cases regions have stagnated at a time when most of the. 
country enjoyed economic prosperity. Despite the variety of reasons for under­
development in certain areas, we can find similar features and draw soine common 
conclusions. Most of the regions which we consider less developed have a higher
level of unemployment or underemployment and less satisfactory social and envi­
ronmental conditions. Generally speaking, the standard of living in such areas is 
lower than in other parts of the country. Since many of these so-called disparities 
are of a degree which is regarded in the countries concerned as unacceptable, 
governments try to intervene in the open market with a policy aimed at raising the 
level of economic activity in those regions and at changing its character. This 
policy is characterized by one of the following strategies or a combination of se­
veral: 

I. 	 Improving the physicml infrastructure and the business environment in the re­
gion. A government might imrrove the roads, the telephone system and the 
financial and business services. 

*The author wishes to thank Mr. Dan Spiegel for his comments and editorial as­
sistance. 
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2. 	 Establishing a support system for industries in the area. This may include
government-sponsored training courses, managerial advice, financial and 
technical consulting. 

3. 	 A system of direct financial incentives designed for entrepreneurs who invest 
in the region, such as tax abatement programmes, loans, etc. 

4. 	 Incentives for the local population such as rent subsidies, housing grants, re­
duced income tax for local residents and so on. 

5. 	 Raising the quality of life in the region by creating public parks and building
cultural and athletic facilities. 

The third strategy, direct financial incentives, is the key instrument used to solvethe problems of development inequality in both the economic and social spheres. Ishall therefore concentrate on this point. Whether regional development plans in­volve grants for equipment or buildings, subsidized or guaranteed loans, fiscal 
concessions given on investment, profits or taxes, or the improvement of local
infrastructure, the aim of all incentives is to help reduce the additional costs of in­vestment in disadvantaged zones. But as we shall see, lower investment costs are 
not the main criteria for the investing firm and some studies indicate that while
much lip service is paid by the business sector and by governments regarding the
importance of reducing tax rates and other financial incentives in attracting new
investment, in reality these fiscal benefits play only a small role in the decision
making process (Howland, 1985; Harrison and Kanter, 1978).(1) 

DIRECT INCENTIVES 

What are direct incentives? Within the context of regional development direct fi­
nancial incentives can be defined as those financial benefits which are given to a
firm investing in a designated region. In order to close economic gaps, through
fiscal incentives governments try to increase the level and often to change the typeof industrial investment in less developed regions. The incentives are required be­cause in such regions investment that is profitable for society as a whole may be
unprofitable for individual entrepreneurs under the circumstances. Appropriately
designed incentives can narrow the gap between public and private returns and in­
duce enirepreneurs to undertake the investments (Galenson, 1984; Little, 1974). 

The various forms of aid which are available in the regions selected for devel­
opment are presented in Table 1. Direct financial incentives fall largely into three
categories: capital grants, interest related subsidies and tax concessions. One
should bear in mind that all the listed incentives offered to investors benefit the firm
in the short-term; the firm receives help only during the first years after initial in­vestment. In order to evaluate the impact of the level and type of the incentives 
on regional investment we have to examine the way in which entrepreneurs(2) per­
ceive and act upon such incentives (Fig. 1). 
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Figure 1.Perspective of the Entrepreneur 	(Economic Feasibility) 

Incentives 	 Characteristics of the Site:
 
Distance, Labor Supply, etc.
 

Expected Profitability 	 Expected Profitablity andFrom the Incentives 	 Level of Risk In the Region 

Decision Whether to Invest, What Amount to Invest, and 
Where to Invest According to: (1)Long-Run Profit Maxim-I 
Ization, and (2)Minimum Risk. 

Our primary assumption is that a firm decides whether to invest, what amount 
to invest and where to invest according to an economic calculation. The goals are 
profit maximization in the long-term and minimum risk, goals which may compete 
one against the other. The investment decision of a multi-plant firm makes is based 
on the profitability of all the branches, while investment decision of a firm which 
has only one branch is based on the profitability of the single investment. In each 
of ihe potential locations the firm considers on the one hand, the specific charac­
teristics of the region, and on the other hand, the potential benefits the government
might offer. With these factors in mind, the firm makes the appropriate net cal­
culation and then makes the investment decision - whether to invest, what amount 
and where. Let us consider for a moment the type of investment which would be 
made in the designated regions without government.intervention. 

NON-INTERVENTION SCENARIO 

As already stated, a firm decides to invest according to an economic calculation. 
In each location, the firm weighs the pluses and minuses of the site, and makes a 
calculation of what effect the site's characteristics will have on their expected prof­
itability. The key factors or characteristics which a firm considers (Armine, 1975;
Czamanski, 1981a, 1981b; Isard, 1956) are: 

Distance. A site far from raw materials, from the business center of the country, 
or from the target markets necessarily increases the cost of production. 
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Table 1: Fnrrm of Aid Avaiable in the Regions Selected for evelopment 
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Availability of Labor Force. Firms which need unskilled labor naturally prefer to 
locate in a region where such workers are most plentiful, while firms which need 
skilled laborers seek a region where a large number of such workers is available. 
This is the most important factor which a firm weighs when making a location de­
cision. 

Level of Physical Infrastructureand Business Services. Good telecommuaication 
services, road networks and readily available business services are important con­
siderations for the investing firm. 

The Existence ofOther Plants in the Region and Specifically Other Plants in a Sim­
ilar IndustrialBranch. The existence of industries which are already operating in 
the region is an attractive sign to incoming firms both practically and 
psychologically. If other industries are found in the region a miaimum level of 
industrial services most likely exists as well. Furthermore, there is something reas­
suring to a new investor who sees other enterprises successfully operating in the 
region. 

Availability and Cost ofLand and IndustrialBuildings. Available industrial sites at 
a reasonable price makes it easier for a new firm to enter the region. 

Image of the Region. The better the image of the region, the lower the perceived 
risk to the investor. 

Quality ofLife. Quality sociai and cultural facilities which would benefit potential
employees are an added feature which firms look for when making a location de­
cision. 

WHICH FIRMS INVEST IN THE REGION WITHOUT THE 
INCENTIVES? 

Without the incentives the firm's investment decision in a region is a function of the 
above listed criteria. Which factors are most important in location decision making 
naturally depend on the type of firm which is seeking to invest. All firms, however, 
invest according to long-run profit maximization. Without government incentives 
the only firms which would invest in a development area are those which can make 
a long-run profit in the region and make use of the region's relative advantage.
Nevertheless, the more important question is which firms will not invest in the re­
gion, and these can be divided into four groups: 

1. 	 Firms which lack know-how and capital. 

2. 	 Firms which have know-how but lack capital. 

3. 	 Firms which have both know-how and capital, but incur additional short-run 
costs in the region. 
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4. 	 Firms which find a permanent disadvantage in the region, with the exception
of firms which come to exploit the benefits and firms which lack information. 

In the first group we have firms that lack technical knowledge, business know­
how, capital, etc. Such firms may have the initiative to start a plant, but the po­
tential entrepreneurs may not know, for example, which machinery is best or how 
to obtain government assistance, and may not be able to obtain financing. These
firms, mostly small-scale industries, need more than capital and require a significant
learning period. 

In the second group there are firms which might have the knowledge, but find
it difficult to receive start-up capital in the open market. The less known the en­trepreneur, the riskier the investment or the less suitable, the more difficult will it
be for him to obtain capital in the open market. 

In the third group have firms whichwe may have both the know-how and
capital, yet face an additional short-run cost which discourages the investment in
the region. The entrepreneur may be willing to invest, but he may not have the 
capital to relocate his plant, prepare a site or build a new facility. 

In the fourth gro:tp we have the firm which must necessarily incur permanent
additional costs if it were to invest in the development region. Alone in the free
market, this type of firm would invest only in a region which has characteristics that 
give the firm a relative advantage. 

FIRMS AND INCENTIVES 

If we look at the four types of firms just outlined, we can descrioe the following
relationship between incentives and industry. 

I. 	 For the first firm, which lacks both know-how and capital, direct financial in­
centives are not an effective solution. 

2. 	 For the second firm, which has the know-how but lacks capital in the short­
run, direct financial incentives can be of some assistance in the short-run, but 
they may have some side-effects which are counter to the policy makers' ob­
jectives. Since the incentives are available to entrepreneurs who find it difficult 
to obtain financing in the open market, the aid encourages risky investment.
Furthermore, incentives are granted only during the establishment stage, and 
do not continue long enough to allow the firm which has financial difficulties 
to "stand up on its feet." 

3. 	 For the third firm, which has both know-how and financial resources, the fi­
nancial incentives can be helpful, but might encourage capital intensive pro­
duction. For example, in Israel in per worker1978 	capital in development
regions was 35 percent higher than in other regions of the country (Ministry 
of Industry and Commerce, 1981). 

4. 	 For the fot,:th firm, which finds a permanent disadvantage in the region, the
incentives are not enough to attract new investment. Short-term financial
compensation will 	 not tempt this firm to change its location and invest in 
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government-designatrd areas. Take the example of a high-tech firm which 
requires a skilled work force. Such a firm is not capable of setting up a plant
in a region where the labor supply is generally unskilled and little educated,
regardless of the direct financial incentives offered. We do, however, find two 
exceptional cases. 

The first exception is a firm which has operations in several locations. It may
establish a branch in a development area only to receive the benefits from the 
government and use these benefits to better its financial position or tc improve the 
public stature of the firm. Toren (1979), for example, has shown that some large
Israeli industrial concerns established plants in development towns in the 1960's not 
because the investment was profitable by itself, but rather to receive financial ben­
efits or government favouritism for their other operations. 

Another exception is the case of the firm which invests in the region by mistake. 
The firm may have lacked full information when it made its investment decision, 
or .. may have made a poor business calculation. In any case, 'easy' government 
money can encourage a firm to mistakenly invest in the region. In either case the 
scenario is clear: these firms cannot be profitable in the region. If they do come,
they will inevitably have to close the plant or relocate to another area. 

CONCLUSIONS 

If we look back on all the cases, we may conclude that direct financial incentives 
are only partially effective at best, and can be a source of instability in the devel­
opment regions. We find firms which come a-ad go causing overall instaoility and 
uncertainty in a region which is already handicapped. In a study of the impact of 
pror:.rty tax incentiv.-s on intra-regional location of new firms, it was concluded 
that neither property tax rates nor the existence of tax abatement programme in­
fluenced new firm births or locations in four Atlantic states (Howland, 1985).
Similar conclusions were drawn in a study of firms in the city of Detroit (Wolkoff,
1984). Take the example of Ofakim, a development town of about 13,000 residents 
in the Negev region of Israel. In a study of Ofakim (Bar-El and Schwartz, 1985), 
we found that 70 percent of the plants which came and started operations between 
the years 1971 and 1981 had closed down and left by 1983. Furthermore, we also 
found that there was no change in the type of industry that located in the town 
during those ten years. Both theoretical and empirical research indicate that there 
is no reason to expect that tax or related cost-side incentives will by themselves 
generate new investment which otherwise would not have been taken (Harrison and 
Kanter, 1978). 

RECOMMENDATIONS 

In order to improve the incentive system and avoid economic distortions, policy 
makers must consider the following points: 

I. 	 In order to encourage small-scale industries, which according to tha literature 
are most beneficial to less developed regions, policy should be aimed at creat­
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ing some sort of 'supporting system' for small-scale entrepreneurs, such as 
government sponsored training courses, managerial advice, financial and 
technical consulting (Rondinelli, 1979). 

2. 	 Incentives must act directly upon the problem or disadvantage. They should 
not be blanket grants or tax breaks which are apt to be used by firms that do 
not need them, thus taking away potential income from the government and 
not encouraging new economic growth. Subsidies should be specifically offered 
for plant re!ocation, for preparing industrial sites or for worker training 
programmes. 

3. 	 Incentives such as tax breaks and low-cost financing should remain in effect
both during the establishment stage and during the early operational years and 
then decrease gradually. 

4. 	 Subsidies must be given to labor as well in order to offset the imbalance of 
relative prices between capital and labor creited by financial incentives. 
Grants and loans encourage capital intensivc 'westments, when often the ac­
tual goal of regional industrialization is the creation of new job opportunities.
Labor subsidies, such as a reduction in income tax, should be offered to en­
courage the competitive use of labor. 

5. 	 If the goal of the policy makers is to change the type of industry in a region, 
away from the traditional branches of textiles and food products for example,
financial incentives alone are not enough. The fundamental structure of the
region needs to be altered, and this can only be accomplished by employing a 
combination of the various financial and non-financial incentives outlined 
earlier. 

Any government regional development policy must include some combination
of all the strategies, both financial and non-financial. What the specific weight of
each strategy will be is a function of the level of development in the region relative 
to other regions; the lower the level of development, the more important the non­
financial strategies. Only a concerted, intensi,0 effort on the part of governments
using all the strategies outlined will allow underdeveloped regions to break away
from their inferior position. 

NOTES 

1. 	 For a parallel discussion of the subject of fiscal incentives and their impact on 
foreign investment see Lira, 1980. 

2. 	 In the context of this paper the term entrepreneur refers to individuals within 
the firm who are responsible for making investment decisions. 
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THE NEGOTIATED ORDER APPROACH TO
 
REGIONAL DEVELOPMENT
 

Julia Margulies 

INTRODUCTION 

When approaching a single region, development planners find it difficult to elabo­
rate a strategy which is both change-oriented and politically feasible. Most devel­
oping regions even in different countries, have in common the basic problem that 
their development is determined by economic and institutional environments which 
are not supportive enough. Normative planning, that assumes optimal norms of 
behaviour both in the region and in the nation, proved to be ineffective. The 
prese-t paper raises the issue of reconciling strategies to the fact that the develop­
ment of a given region is the outcome of its negotiation power vis-a-vis the national 
centre. The circumstances of many Latin American rural regions can provide such 
an example. 

NATIONAL FACTORS AFFECTING REGIONAL 
DEVELOPMENT 

Three factors at the national level are especially important when dealing with re­
gional development: the country's overall economic background, its development 
policies and priorities and the patterns of implementation as these are indicators 
of tbo will and determination as well as the crpability of inducing change. Until 
recently, the economy of Latin American courtries had been based historically, 
mainly on the primary sector (agriculture and mining). In the agriculture sector, 
and in rural regions in general, two distinct sub.-sectors emerged, creating an effec­
tive socioeconomic dualism: export on one hand and subsistence on the other, with 
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the latter connected only partially, or not at all, with the market. Consequently,
estate and mine owners and urban merchants controlling large economic resources 
became the ruling political coalition (Barraclough, 1971; Feder, 1972). 

The one-sided dependence an the export ofprimary products made the economy
of these countries highly vulnerable to ecological and market conditions. This sit­
uation culminated during the world economic crisis of the thirties, which brought
about a sharp decline in exports and falling prices. That period proved very diffi­
cult for the ruling elites and their policies which were molded to suit particularly
the export interests. In later perods, and particularly following the Second World
War, a search was on for a new development model (Garcia, 1973). The solution
which emerged supported industrialization as a means for broadening exports and 
limiting imports, thus reducing the dependence on foreign countries. At the same 
time, the previous political balance was upset as emergent urban groups strove to 
influence development policy and benefit from its rewards. All in all, industrial­
ization has come to be considered as the dynamic vehicle for growth and modern­
ization, with consumer demands for goods and services influencing its scope and 
composition. However as industrialization concentrated in urban metropolitan 
areas, its effects intensified the intersectoral gaps.(1) 

It was in the course of the implementation of this type of development that 
national governments assumed a more active role. While earlier they had been 
primarily concerned with security, foreign poficy, representation and mediation 
between the various groups and interests of the ruling elite, they now became con­
cerned also with planning and with the creation of physical and institutional 
infrastructure for both production and marketing. At the national level, Bolivia,
Colombia and Chile were the first countries to formulate development plans. Since
the conference at Punta del Este in 1961 (Naciones Unidas, 1970), all the Latin 
American countries have prepared development plans of varying scopes and char­
acteristics, however, they all have in common a declarative rather than operational
basis. An analysis of national plans indicates that "they led for a wide scope for 
interpretation, as no indications madeare as to priorities, interrelationships and 
solution of potential conflicts" (Schreider, 1975). 

Awareness to the need for national development planning led to the establish­
ment of planning institutions and to the development of bureaucratic structures
which became a major source of employment, but these again were primarily
urban-based. 

In fact, the new development orientations and the expansion of the government
role did not change basically the historical dualism in terms of level of development.
The rural sector is regarded first and foremost as a source for national accumu­
lation of capital (Lefeber, 1981). The concern with increased production is thus 
primarily to serve both export, and growing urban demands. This is reflected 
clearly in the differential support given to the various sectors, to regions, and to
sub-sectors within single regions (Rofman, 1982). This fundamental continuity of 
imbalanced development has hardly been affected by changes, some of them far­
reaching, that were introduced in parts of the agrarian system(2) or by shifts to 
more radical regimes.(3) Nor has it changed through internationalization of capital
contrary to some expectations.(4) 
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That development leads to what Pinto called "the triple concentration of the
results of technical progress" (de Mattos, 1981) at the social, e economic and spatial
spheres. The result being a further marginalization of the rural regions. 

This situation constitutes a basic constraint in the formulation of development
goals and strategies in specific regions; and planning institutions find it difficult to
elaborate rural regional development plans that are compatible with long-term na­
tional policies. 

Regarding the capability of implementing regional plans and activating mech­anisms for vertical and horizontal integration, the picture is not better. An overall
picture of limited capability emerges, which is due to overcentralization, lack of
coordination and organizational as well as staff instability, which are derived in
most cases from the national level. The major regional agencies are invariably ex­
tensions of central governmental departments, and are designed first and foremost,
to carry out handed down policies. Similarly, budget allocations reach the region
separately through the different ministerial channels, and are earmarked and ad­
ministered independently. 

Moreover, since there is no integral long-range socioeconomic policy which can
be translated into an overall set of priorities, clear objectives, or criteria, eachministry designs its policy and chooses its own targets. This practice c-.uses both
overlapping - when different ministries attend to the same groups or targets, and
lack of action - when no agency feels committed to a certain group or target. The
lack of a consistent and detailed development approach leads to over-recurrence toad hoc solutions, to znsound experiments and to the adoption of immediate meas­
ures lacking in time perspective. Organizations and agencies are thus created on
the basis of immediate and specific needs or orientations and have a short life span. 

This problem is further aggravated by the high turnover of personnel, in na­
tional and regional offices, which inevitably creates inexperience and feelings ofinsecurity among employees.(5) Indeed, there are no clear civil service criteria for
transfer of employees, they mostly originate in personal decisions at various ad­
ministrative levels. As arbitrary creation and elimination of positions is an ac­
cepted mechanism of placement, under such conditions, the importance of
patronage clearly outweighs professional considerations and evaluation of actual
qualifications and performance. In some countries attempts have been made to
change this situation by means of decentralization, (Kuitenbrower, 1973; Hilhorst,
1980). Regional agencies with authority, budget and trained professional staff wereinitiated. But even then, new political regimes had no difficulty in reversing the 
new trends. 

PLANNING THE REGIONAL DEVELOPMENT 

On the whole, regional developmental planning is conducted under conditions of
uncertainty, and even of anomie, primarily in the sense that there is no consistent,
long-range development policy, orientation and infrastructure. Even when there 
seems to be a commitment to regional development, it has limitations of its own.
There have been cases in which initial support for the development of a region was
provided, but it proved to be rather short-term and the development efforts were 
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interrupted before changes could take place or before the local population was able 
to cope with the regional problems by itself. 

Given this situation, one possible conclusion would be that planning is irrel­
evant in that kind of national environment. But on the other hand, there is a strong 
need to approach problems in a rational and systematic way. The relevant issue 
seems therefore to be the selection of an adequate strategy to change. Since the 
institutional 'climate' in which the regional planner has to function is highly un­
stable, there seems to be little point in what may be called 'normative planning'. 
'Normative planning' assumes optimal norms of behaviour, both regional and na­
tional, and on this premise puts forward economically optimal goals. What we need 
instead is a strategy that explicitly focuses on and treats the relations between the 
focal region and its environment. It is important therefore, that the exact status 
of the region in this relationship be defined. Most of the items that are objects of 
transactions between the region and the environment fall into the category of scarce 
resources and are now, as in the past, a focus of competition between regions. This 
competition is a continuous process underlying the emergence of the hierarchy of 
regions in the country. Such an hierarchy seems to be a suitable criterion for the 
assessment of the situation in a single region. It reflects what may be called the 
bargaining position of the single region in relation to resources and in relation to 
competing regions that share its environment. 

The consideration of the status of any single region as the outcome of some 
form of negotiation has further implications. It means that any strategy to develop
the region should include a clear reference to the revision of the formerly negotiated 
order. But at the same time the planner should be aware of what can and what 
cannot be changed by intervention at the regional level. Not all negotiations are 
feasible; some actors in t.e bargaining situation have structurally more power and 
greater control than othcrs. Therefore, an assessment has to be made of the real 
possibilities of the focal region to improve its bargaining position through the 
utilization of its internal resources. This is of particular importance for although 
social and economic structures in developing regions may be the main obstacles to 
their development, regions with similar structural features may differ in their po­
tential capabilities to increase their bargaining position and in their consequent 
differential capabilities to develop under existing constraints.(6) The differential 
potential of regions to initiate a process of linkage or maintain it can be attributed 
,'oseveral factors. One is the differential status or relative national importance in 
t%.rms of possessing a national asset or being long-term national assets themselves. 
Border areas and regions of geopolitical importance can find in their location at 
least one clear link to objectives of national significance. The region's economic 
potential and its prospective ability to contribute to the overall economic growth 
of the country is of course, another important asset. The greater the asset and the 
less expensive or complex its exploitation, the higher the region's prospects for 
mobilizing support. Another consideration is the electoral political potential of the 
region. Regions with larger populations tend to be more attrnctive to politicians 
looking for political rewards for their actions. 

Finally, a most important factor is the extent of the region's physical, organ­
izational and social integration. In regions where the population is split due to the 
spatial structure or to conflicts between economic, or ethnic groups, where there 
are no common interests between the different social entities; where there is no re­
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cognized regional leadership with general authority and other means of sustaining
and motivating regional identity, such as regional symbols or institutios - the ne­
gotiating power of the region is likely to be poor. Social integration become.s even 
more essential when when the region lacks other 'potentialities,' since it may be­
come its only future asset. 

Having acquired the kvowledge concerning the region's potentialities, a strate­
gic choice must be made and the means for enhancing the bargaining position of
the region have to be specified. One important function to be established is an in­
formation flow system. It is important that the local people are aware of the 
potentialities of their region in order to be able to translate them into real assets. 
Communication channels could be of much assistance and may need to be devel­oped. Socialization processes could also be of the utmost significance, since they
help people acquaint themselves with the other facets of the society within which 
they are live and operate vis-d-ris the external environment, and assist them in as­
suming new roles. Development resources should be allocated to promote rtgional
integration, to enhance community activities designed to reduce internal gaps and
to formulate common needs and aims. But more than anything else, organizations
and leadership should be encouraged and regional development plans should in­
clude mechanisms for enhancing their ability to negotiate, as they will be the ones 
to conduct the dialogue with the centre on behalf of the region. 

The emphasis on the negotiation capability of the regions as a key ing&edient in
the development strategy does not reduce the significance of other vital aspects. The
capability to bargain and mobilize environmental resources by itself is not sufficient 
for development, but it is an essential factcr in improving the changes of imple­
mentation and the continuity of development efforts. 

NOTES 

1. See, for example, Singer and Lamounier (1972) and Haddad (1981) on Brazil;
Hewitt de Alcantana (1977) on Mexico. 

2. 	 For Peru see for instance, Cotler (1975), Smith (1976) Couriel (1978) and 
Hilhorst (1981). 

3. 	 Again in Peru, but also in Chile (Boisier, 1981; Garcia, 1973). 

4. 	 As is the case in Brazil (de Mattos, 1981). 

5. 	 See, for instance the cases of the Dominican Republic, Peru atd Ecuador in 
I. Prion et al. (1981, 1982, 1983). 

6. 	 For a more extensive discussion see Weintraub and Margulies (1986). 
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DEVELOPMENT AGENCY/VILLAGER RELATIONS
 

Neal Sherman 

The relations between development agencies and villagers form a special topic
within the broader field of development administration, which constitutes a special
sub-field within the general study of organization and administration. Adminis­
trative theory depicts a contrast between bureaucratic and professional styles in the 
organization of work, and this basic theoretical distinction lies at the heart of 
questions frequently raised in studies of field-level contacts between the rural pop­
ulation and representatives of development agencies. Empirically, is a field repre­
sentative of the development agency best characterized as a bureaucrat, who 
functions within the framework of a detailed set of organizational regulations and 
is subject to close hierarchical supervision in order to guarantee faithful imple­
mentation of those regulations? Or is the field worker a professional, who solves 
problems as they arise through the application of advanced analytic skills to de­
tailed firsthand knowledge of local conditions? Normatively, is the achievement 
of development goals best served by the design of the field worker's role along bu­
reaucratic or professional lines? 

Thaese questions are relevant to the extent that it is believed that the perform­
ance of developmcnt agencies may be improved by adapting their organizational 
forms to the nature of the missions which confront them. Such a belief is com­
monly foune among writers who see the special quality of development adminis­
tration as deriving from the special nature of the development task, i.e. the 
conscious promotion of change. On the other hand, those who define development
administration as administrative activity carried out within the particular political, 
social and economic environment of the Third World countries, tend to see the 
internal organization of work within the development agency as an issue of strictly 
limited significance. 

In this paper, an attempt will be made to summarize central themes in the study
of relations between development agencies and villagers through a review of the 
outlooks of the major schools in the development administration literature regard­
ing the issue of bureaucratic versus professional execution of field activities. This 
review is followed by a presentation of new approaches to development adminis­
tration, which provide new perspectives on the bureaucratic-professional contrast. 

....................
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In keeping with the evolution of professional thought and actual policy,
'development agencies' will be taken as governmental agencies, until the idea of the
non-governmental, voluntary organization as a development agency is introduced 
explicitly towards the conclusion of this paper. 

BUREAUCRACY AND PROFESSIONALISM 

In bureaucratic organizations, the bulk of staff know what to do by reference to a
detailed corpus of written regulations which prescribe precise, organization-specific
responses to the various situations that each worker is expected to cncounter in the 
course of his duties. Motivation to act in keeping with organizationalneeds is pro­
vided by close hierarchical supervision, which makes use of the detailed regulations
as criteria for the evaluation of workers' performance. By contrast, the professional
worker is expected to discover independently what to do through the application
of abstract analytic principles to the details of the particular situations with which
he is confronted. For the most part, the analytic principles to be applied are not
organization-specific, but rather are the joint property of members of the professionwhatever their organizational affiliation. State of the art information concerning
professional trends is diffused from academic centres of research and instruction
by means of formal certificate-granting courses of study, special instructional ac­
tivities, the activities of professional societies and the publication of books andjournals. Motivation to actin keeping with organizationalneeds is to a certain extent 
a function of hierarchical evaluation of the professional's work, but it is also largely
a function of internalized commitments: to the organization, to the profession, to 
political and social ideologies. 

Obviously, even in a basically bureaucratic organization a certain stratum of
top-level, rule-formulating functionaries will have to work as professionals. The
question then arising is in which circumstances is it preferable that most workers
in the organization be governed by detailed organizational regulations, and inwhich circumstances is it preferable that a broad cross-section of staff be expected
to perform as professionals. The usual capsule response to this query states thatbureaucratic organization is most appropriate when the organization's staff per­
form their roles in a simple, stable and therefore reliably predictable environment.
On the other hand, when staff must contend with complex, changing circumstances
which the organization cannot easily control or predict, it becomes necessary to
allow them to adjust their activities in keeping with their own, ad hoc professional
analyses of the situations facing them.(l) 

THE 'DEVELOPMENTAL' CHARACTER OF DEVELOPMENT 
ADMINISTRATION 

Two basic approaches may be found in the literature regarding the meaning attri­
buted to 'development' in the term 'development administration'. The administra­
tive ecology school sees the special character of development administration asderiving from the special characteristics of society in the developing nations. The 
most prominent exponent of this approach in Fred Riggs.(2) as aRiggs states
general theoretical proposition that the quality of service provided by government 
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administrative bodies to the public is a direct function of the pressures which ele­
ments within the public can bring to bear in order to reward or punish the admin­
istration, in keeping with its performance. The specific character of development
administration in today's developing nations derives, then, from the fact that par­
ticular historical circumstances have brought them to a situation in which the ad­
ministration is in fact overwhelmingly powerful vis-d-vis its environment. As a 
result, the administration is free to pursue an exploitative, self-serving, and indeed 
destructive course of action in its use of public authority and the material resources 
which stand at the disposal of the state. 

To the extent that they treat the ongoing work of the state administrative ap­
paratus, neo-Marxist, dependency theory ciented students of the Third World may
also be classed with Riggs as administrative ecologists.(3) Their basic approach to 
understandibg the functioning of administrative agencies is similar. However, un­
like Riggs, who describes an environment in which there is no element whose power
approaches that of the administration, the neo-Marxists see in international capital 
a powerful economic and political force to which the administration must accom­
modate its operations and whose interests the administration must strive to serve 
efficiently. 

By contrast to the stress in administrative ecology analyses on the general bal­
ance of power between the administration and other forces within society, the ad­
ministrativc engineering school sees the special character of development
administration as deriving from the particular challenges inherent in attempts to 
initiate and promote qualitative changc in men's patterns of thought and 
behaviour.(4) Organization is a tool whose performance may be improved by ad­
justing itv specific characteristics to the uature of the task it is called upon to per­
form. Organizational characteristics are taken as significant variables, whatever the 
overall characteristics of the society within which the organization functions. From 
this point of view Selznick's TVA and the Grassroots and Implementation by
Pressman and Wildavsky are as much works on development administration as is 
Chambers' Settlement Schemes in TropicalAfrica, despite the fact that the first two 
studies deal with twentieth-century United Sta:es.(5) 

The stress in the administrative engineering approach on adapting the organ­
ization to deal with change leads in most cases to a tendency to recommend a 
loosening of bureaucratic controls, so as to allow greater leeway for professional
discretion. This point will be further elaborated below with specific regard to the 
functioning of field staff who come into direct contact with the rural population.
From the point of view of the administrative ecology school, which sees adminis­
trative functioning as a direct outcome of the overall balance of power between 
administration and its environment, the formal organization of work within gov­
ernment agencies seems a question of little significance. For ultimately, whatever 
the formal arrangements adopted, the substantive quality of performance will be 
determined by the ability, or inability, of interested groups to bring effective pres­
sures to bear or to offer enticing rewards. 

139 



ADMINISTRATIVE ECOLOGY/ENGINEERING IN THE 
LOCAL-LEVEL CONTEXT 

The two basic approaches to the nature of development administration, set forth 
above, provide two basic approaches to the analysis of villager/agency relations.
The administrative ecology school conceives agency functioning at the local level 
as an outcome cf the position of local staffers within, and in relation to, local so­
ciety. The administrative engineering school interprnts agercy functioning as a 
function of organizational charccteristics, i.e. the tasks imposed on local staff, the 
organization's style of operations an!, its effectiveness in imposing faithful imple­
mentation of organizational directivs. 

These contrasting outlooks are well illustrated in articles by Van Velzen and
Leonard on staff-villager relations in rural Tanzania and Kenya, respectively.(6)
Van Velzen's analysis depicts a situation vr rjuch in keeping vith the basic hy­
potheses of administrative ecol.gy. The local-level -epresentatives of central gov­
ernment agencies constitute a distinct social grouping, whose members are clearly 
aware of their group and individual privaZe interests, which are -inly partially re­
lated to the fulfillment of their formally assiga:d dudes. Relations with the local
community are based on the stat're desire to promote their own interests rather than 
on organizational needs, as defined by the letter and spirit of government policy. 

The bulk of the local populatioL have few resources with which to threaten or 
to reward staff, and so the staff ride ioughshod over the average villagers. By
contrast, the wealthy peasants can be of service to the staff in the pro forma ful­
fillment of certain orgarizationally determined tasks; in the general maintenance 
of orderly control over the local community; aid in the provision of direct, personal 
ane usually material benefits. The local level staff therefore form a coalition with 
th wealthy peasants in order to promote their own narrowly defined aims. The 
policies and operating characteristics of the organizadons which local staff are
supposed to represent and serve are of little relevance in explainig their actual 
behaviour and the resulting dist.ibution of the benefits pnwided by the agencies to 
the villagers. 

On the basis of L-i researrh in Kenya, Leonard reLches rather different conclu­
sions, in line with administrative engineering's emphasis on the importance of or­
ganizational design as a factor affecting performance. In his attempt to explain a 
distribution of programme benefits. skewed, as in Van Velzen's Tanzanian case, in 
fa,,)ur of local elite members, Leonare stresses the influence of a particular school 
a .ofessional thought - the 'prog,'essive farmer' approach to agricultural extension 
- as the mjor factor leading to the concentration of benefits upon thos" already
better-off. In addition to the conceptual justificatior provided by a well developed
body of professional thought, Leonard cites as a f irther contributing factor the 
greater willingness and ability of elite members to complain to supervisory staff
regardinp deficient service provided by field workers. Leonard also notes that 
through contact with progressive farmers, field worken. are likely to :,chieve
quicker, and easier introduction of improved farm practices, that is, quicker and 
easier achievement of the professional goals set for them by their organization. In 
short, the organization within which field staff function does matter: the reigning
professional school of thought which shapes working method, the application of 
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hierarchical discipline in response to client complaints, and organizational goals are 
relevant variables which must be taken into .ccount to explain what happens in the
field. The direct exchange of benefits betveen local staff and local elites in order 
to promote staff's private interests is a marginal, rather than a central, phenome­
non. 

BUREAUCRACY/PROFESSIONALISM IN THE 
LOCAL-LEVEL CONTEXT 

It should be clear from the summary of Van Velzen's paper that an ecological ap­
proach to agency-villager relations tends to lead to the depiction of a deadlocked 
situation, in which the weight of power and interests prevent reform and improve­
ment of administrative performance. Thus, just as Riggs' macro-social description
of administration in developing countries leads to the conclusion that little can be 
achieved through organizational adjustments, so local level ecological studies lead 
to the conclusion that issues such as the opposition between bureaucratic and pro­
fessional work styles are of little consequence. 

Adminisrative engineering analyses, on the other hand, stress organizational
design, and from their point of view the issue of bureaucracy versus professionalism 
seems relevant indeed. Considering this question in the context of agency-villager
relations, what is in fact being asked is whether the chances are greater that 
centrally-formulated rules of operation will be appropriate guides to action, and
will be corrected relatively quickly when evidence gathers that they are no lenger
appropriate; or, whether chances are greater that adequate solutions to operational
difficulties will be devised by agency staff in the field, applying their professional
skills to analysis of first-hand knowledge of local problems. 

As indicated above, the emphasis in administrative engineering analyses on the
adaptation of organization to the promotion of change may predispose adherents
of this approach to recommend a basically professional organization of work. 
Consideration of certain aspects of the reality of day-to-day field work, however,
suggests a somewhat more conservative, pro-bureaucratic set of conclusions. First 
of all, the demand to free field staff of bureaucratic burdens seems to assume that 
there exists in the field a well-spring of talent and creativity, waiting to burst forth 
once the stifling burden of bureaucratization is lifted. The oft-cited scarcity of 
skilled professional staff that plagues the developing countries would seem to sug­
gest that this is not so, and that most field staff find it difficult, from a purely
professional point of view, to deal with problems encountered in the course of their
work. If this is so, the detailed codification of professional guidance in organiza­
tional routines would be required, rather than a grant of professional freedom,
whose recipients are not fully competent to make use of such freedom. The chal­
lenge facing development administration would then be to achieve maximum ex­
ploitation of the capabilities of limited numbers of highly skilled professionals by
incorporating their more advanced understanding in rules which can serve as a 
practical guide to action for less well qualified field workers. 

Similarly, it may be recalled that the motivation to act in keeping with organ­
izational goals is to be guaranteed in professionally-based systems by internalized 
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value commitments. However, as just noted, the professional qualifications of the 
bulk of field staff are relatively low; moreover, sharp ethnic and class divisions 
plague many of the developing countries. Thus, it may well be doubted whether a 
sufficient proportion of field workers share some sufficiently strong commitment 
to a common body of organizational, professional, or socio-political ideological 
values, that may guarantee conscientious investment of effort in the field without 
the goad and guidance provided by active hierarchical supervision aimed at con­
firming the implementation of organizationally prescribed measures and the 
achievement of organizationally prescribed goals. 

A further consideration which must be weighed when considering calls for 
debureaucratization relates to the fact that without clear guidelines in policy and 
in organizational regulations, the use to be made of official authority in a given
field becomes the object of bargaining between agency staff and elements of the 
public directly affected by agency actioas.(7) The question then arises whether ef­
ficiency and equity in the provision of services by development agencies are likely 
to be best served by hierarchical enforcement of centrally formulated regulations 
in the bureaucratic manner, or by a grant of broad discretionary authority to field 
level staff. Whose goals are likely to be more acceptable from the analyst's point
of view: those of central policy makers or those of local elites, whose success in 
influencing the work of local staff is likely to be facilitated by broader grants of 
professional autonomy? Any attempt to formulate recommendations regarding the 
desirable organization of field work must be informed by an attempt to answer 
these questions on the basis of what is known in specific cases regarding the goals
of policy makers and local elites and their relations with the state administrative 
apparatus. 

A final point, which may be noted with regard to the question of bureaucracy 
versus professionalism in field work, is that though a number of authors write as 
if it is clear that development agencies in Third World countries suffer from 
overbureaucratization, the extent to which this generalization in fact holds true is 
an empirical question which must be re-examined with regard to the case of each 
agency and its operations. A number of studies, based on field research, reach 
opposite conclusions; that is, their findings suggest a situation of 
underbureaucratization, or perhaps 'premature professionalization'.(8) Political 
policy makers and senior administrative officials fear to take clear stands on con­
troversial issues. Senior officials hesitate, as well, to risk their reputations by for­
mulating their prefened solutions to complex professional problems as agency
regulations, defining a clear, organizationally-prescribed working method. Thus, 
field staff may find themselves acting on many important, basic issues within a 
framework of vaguely defined general goals and a sparse sprinkling of operational
instructions, rather than within the over-regulated situation generally presumed to 
exist. 
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FURTHER DEVELOPMENTS IN THE ANALYSIS OF 
DEVELOPMENT ADMINISTRATION 

THE POLICY IMPLEMENTATION APPROACH 

The basic presumption underlying those writings which are referred to here as re­
flecting a policy-implementation approach states that the particular characteristics 
of a given policy affect and activate the agency and its political and social envi­
ronment in a particular fashion; that is, the interaction of organization and envi­
ronment differs significantly in keeping with the differing character of the policies
to be implemented. The major normative conclusion derived from this central in­
sight is that the quality of agency-environment contacts likely to be engendered by
the nature of policy must be taken into account in the formulation of policy. Fur­
thermore, policy must include among its provisions guidelines regarding the ad­
justment of organizational structure and operational procedures to the specific
characteristics of a given policy and the type of relations with the environment ex­
pected within the context of that policy. In particular, the balance between bu­
reaucracy and professionalism in the organization of work should be determined 
with reference to the demands of particular policies.(9) Such an approach, then,
integrates the emphasis of administrative ecology on the influence of the environ­
ment on organizational functioning with a more detailed application of adminis­
trative engineering's gcneral emphasis on the need to adapt organization to the 
general goal of development policies, namely the promotion of significant change. 

Cleaves' attempt to demonstrate the implications of "characteristics of policy
affecting its implementation" for "policy design" may be cited as an example of the 
approach just outlined.(10) Cleaves sets forth the following list of criteria for the 
classification of policies according to the degree of difficulty attending their imple­
meutation: 

Less Problematic More Problematic 

Simple technical features Complex technical features 
Marginal change from status quo Comprehensive change from status quo 
One-actor target Multi-actor targets 
One-goal objective Multi-goal objectives
Clearly staied goals Ambiguous or unclear goals
Short duration Long duration 

Concerned with attempts to implement policies intended to benefit the poor,
Cleaves notes the typically limited administrative capabilities of government agen­
cies in less developed countries, on the one hand, and the weakness of the poor as 
a clientele capable of organizing and acting so as to complement agency efforts to 
promote their welfare, on the other hand. He thus concludes that attempts to aid 
the poor must be embodied in policies which are less problematic in terms of his 
scheme. That is, when implementation difficulties are taken into account, policy
making aimed at promoting the interests of the poor will focus on simple, discrete, 
short-term projects which yield immediate benefits. Given the emphasis on regional
development in this collection of articles, it is particularly interesting to note that 
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Cleaves' approach clashes with the claims of those who present integrated area de­
velopment methods as a means of serving the underprivileged. Integrated devel­
opment policies would clearly fall into the 'more problematic' category on almost
all criteria, and would therefore have to be classified as inappropriate to their pro­
fessed goals of aiding the poor, once expected implementation difficulties are con­
sidered. 

THE SOCIAL ENGINEERING APPROACH 

The social engineering approach accepts the basic theoretical tenets of administra­
tive ecology, but presents a somewhat more optimistic outlook regarding the pos­
sibility of improving administrative performance. Administrative ecology studies 
tend :a present a stark depiction of overall social deadlock. Elites make use of their 
power so as to exploit and guarantee the continued subjugation of the disadvan­
taged. The perversion of the functioning of government agencies and of their re­
lations with the middle and poor villagers constitute a major a:pect of this 
repression. The analysis suggests, implicitly or explicitly, that little can be done, 
short of revolutionary change. 

The social engineering approach recognizes the inefficiency and the stifling na­
ture of government monoPoly over development initiative in many field of activity
in most less developed countries. However, social engineering, as opposed to ad­
ministrative ;cology, points out an opening for change: non-governmental, volun­
tary organizations (NGO's) are an element in the environment of administration 
which may be promoted as a means for the achievement of meaningful improve­
ments in the performance of developmental activities, in general, and in the func­
tioning of government agencies, in particular.(l !) NGO's, firt of all, carry out 
some development activities on their own, thus relieving an ov.-:burdened state 
apparatus of certain duties, according to one point of view, or breaking the state
apparatus' monopoly, according to an alternative point of view. In addition,
NGO's serve as an independent source of fedback regarding field-level operations
of government agencies, and are capable of intervening and applying immediate 
pressures so as to affect those operations. Their presence and activity thus should 
serve as a factor leading to improvement in the performance of government agen­
cies. 

Finally, it is suggested that NGO's are more inclined to promote appropriate
forms of local organization for development efforts, and to support such organ­
ization without stifling it through heavy-handed cooptation attempts. Through the 
encouragement of limited local organizations (LLO's), which are informal limited­
purpose groupings based primarily on traditional forms of solidarity, NGO's help
to promote among the village population, the ability to organize and act inde­
pendently of governmental agencies. NGO's thus help to lay the foundations for 
a future situation -a which an organized public will be able to exert effective pres­
sures on the government to guarantee the honest, efficient and non-exploitative
functioning of the state apparatus. 

144 



CONCLUSIONS 

Those committed to promoting a progressive, egalitarian form of development in
the Third World countries by means short of violent revolution, will have to ap­
proach the issue of development agency-villager relations with the insights of the 
more recently elaborated approaches to development administration in mind.
Policy must be formulated with implementation difficulties explicitly taken into 
account. The prescription of organizational structure and operating methods, the
determination of the mix of bureaucratic and professional elements appropriate to
the achievement of specific policy goals, must be understood as an essential aspect
of the policy maker's responsibility. Such organizational design adjustments must
be based on a consideration of the interaction of government agencies with their
eavironment, as engendered by the character of given policies. However, the envi­
ronment need not be taken wholly as given. The overall range of development
policies should include initiatives aimed at intensifying the activity of NGO's and
LLO's as a complement and as a counterweight to the operations of governmental
agencies. 

NOTES 

1. 	 This section is based on Perrow (1972), Chapter 1. 

2. 	 Riggs (1964); Riggs (1963). 

3. 	 See, for example, Leys (1974), pp. 193-198, 249-250. 

4. 	 See, for example, Leonard (1977); Sherman (1981). 

5. 	 Selznick (1966); Pressman and Wildavsky (1973); Chambers (1969). 

6. 	 Van Velzen (1976); Leonard (1976). 

7. 	 This point is developed in the context of American politics in Lowi (1969). 

8. 	 Sherman (1981), pp. 160-161; also note the stress on the need to base field 
operations on formally defined routines in Kulp (1970) and Chambers (1974). 

9. 	 See Grindle (1980). 

10. 	 Cleaves (1980). 

11. 	 See Hyden (1983), Chapters 5, 6; Hunter (1981). 
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REGIONAL COOPERATION AND SPATIAL
 
RELATIONS IN THE RURAL SECTOR
 

Rachel Wilkansky 

INTRODUCTION 

One characteristic which differentiates between the rural and the urban sectors is 
the need for cooperation which pervades the rural sector. The rural sc.'tor, trying 
to counter natural hazards as well as marketing difficulties, has turned to cooper­
ation as a means of pooling resources and providing mutual help. The basic ad­
vantage of cooperation in all its forms is therefore an economic one: it strives to 
improve both production and welfare through the use of scale economies and 
through increased efficiency in the use of agricultural means of production. Co­
eperation also has an important ideological basis: it strives to foster equity in the 
rural sector by creating an equal base for all partners, but in fact this ide3logy is 
often expressed in economic terms, as for instance in the setting of production 
quota in agricultural planning. 

Numerous agricultural cooperatives exist in various countries, but other organ­
izational forms of cooperation can be found as well. All the organizations of rural 
cooperation function within a formal organizational framework which affects their 
effectiveness and their relationships with the surrounding environment. The sup­
porting role of this organizational framework is essential to ensure a continuing 
process of rural development. At the same time, the organizational framework it­
self is affected by the changing patterns of development: it evolves and takes on 
different forms at different levels of development. The fostering of an optimum
organizational framework, adaptable to specific stages of development, is therefore 
a crucial question in the formulation of rural development policies. 
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The purpose of this paper is therefore twofold: to describe the organizational
framework of cooperation within the rural sector and the changes occurring in this 
framework in the process of development or changes which might be desirable; and 
to show some of the spatial implications of rural ccoperation and crgarization. 

While being of a general nature, the following presentation draws heavily on 
Israel's experience which is a good example for several reasons: 

1. 	 Israel has been through rapid change during the last decades and has reached 
a relatively high level of development: much can therefore be learned from the 
evolution of rural organization at the different stages of development. 

2. 	 The great diversity of regions in Israel allows for the ider.tification of general 
patterns common to all, while special cases can also be studied. 

3. 	 An almost complete separation between the urban and the rural sectors has 
accompanied the development of Israel. Thus processes of change occurring
within the rural sector alone, as well as advantages and disadvantages of this 
separation, can be studied. 

Indeed, cooperation at the local level has been the accepted basis for most rural 
settlement in Jsrael. Cooperation was the natural outgrowth of a pervading social 
solidarity and a collective will to work for development. Thus most rural settle­
ments are cooperatives (moshavim) or even collectives (kibbutzim). However, in 
Israel as in other countries cooperation at the local level has proven insufficient in 
spite of its effectiveness; the need for a wider scale of cooperation led to cooper­
ation at the regional level. 

COOPERATION AT THE REGIONAL LEVEL 

Various regions differ by their specific physical, social and economic characteristics, 
and each region evolves its own pattern of cooperation. Yet a general pattern of 
evolution can be identified. The Erst goals of cooperation at the regional level are 
usually 'bas:- services', mainly municipal services such as drainage, water supply, 
sewage disposal, road construction or malaria control, and basic s:rvices to agri­
culture such as the supply of agricultural inputs, credit and marketing services. 
Some social services, such as education, are also often the subject of early cooper­
ation. Individual settlements are sometimes reluctant to give up their independence
in these matters, but they have to accept the fact that regional cooperation implies 
a trade-off between the gains which can be achieved and the loss of local autonomy. 

The processing of agricultural rroducts in agro-industrial enterprises located 
within the region develops at a later stage of regional cooperation, and the latest 
form of regional cooperation in Israel includes the creation of regional colleges 
which provide higher-level education for the rural population. 

Thus cooperation in the rural sector evolves not only from a local to a regional
level, but also from basic services to the processing of agricultural products and to 
a more sophisticated type of ser-vices. 

148 



THE ORGANIZATIONAL FRAMEWORK OF COOPERATION 
IN ISRAEL 

Each one of the different types of services has become organized in a pattern suited 
to its needs. A whole system of organizations has thus developed, mostly in a 
parallel manner, with little formal overlapping, at different scales of action (na­
tional or regional) and with different organizational set-ups as follows: 

I. 	 Municipal services are provided by the local government which is typical of 
rural areas in Israel i.e. the Regional Councils, which are elected by the in­
habitants of the region but are highly dependent on the national government 
for their financial resources. 

2. 	 These Regional Councils are also responsible for the provision of most social 
services in the rural settlements. 

3. 	 Extension services are provided by the Ministry of Agriculture through its re­
gional offices. 

4. 	 For the supply of agricultural inputs and needed credit, the settlements have 
organized into purchasing organizations at a regional scale, but not necessarily 
defined on a territorial basis. 

5. 	 Marketing services have been the responsibility of a national marketing or­
ganization which is a secure and stable outlet for agricultural produce and 
which has set-up a sophisticated system for the distribution of prod'uce all over 
the country. 

6. 	 Finally, for the processing of agricultural products the settlements have set up 
regional organizations, sometimes related to - or even part of - the older pur­
chasing organizations, and these have been gaining a central position in the 
development of the region. 

In addition to all these organizations, each settlement belongs to one of the 
National Settlement Movements which acts as its representative in all matters. 
These movements are comprehensive organizations, their purpose is to promote the 
development of individual settlements and to help them solve their problems as they 
arise, whether these are of an economic, social or other nature. 

Some friction has become apparent between the national organizations (such 
as the Settlement Movements) and the regional organizations as to their respective 
role in relation to the individual settlements, and a rough division of functions has 
been agreed upon: The National Settlement Movements are responsible for ideo­
logical, political and social issues, while regional organizations take care of func­
tional and economic problems, such as purchasing supplies, ensuring credit or 
providing the needed infrastructure. The National Purchasing Organizations which 
are directly subordinated to the Settlement Movements, limit their role to the pur­
chasing of consumer goods and heavy agricultural equipment, while the Regional 
Purchasing Organizations provide inputs and credit. 

aAll these organizations, whether national or regional, are integrated within 
roof organization, the Agricultural Centre of the Labour Union, which serves as 
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the focus of all organizations dealing with the rural sector. In addition to the or­ganizations already mentioned above, a whole network of national organizationsdealing with problems and needs of the rural settlements, is affiliated to the Agri­cultural Centre. These organizations handle a great variety of subjects, such as le­gal problems, mutual insurance, accounting or agricultural education and research.They also include professional Growers' Associations and even the Association of
Regional Councils. 

The Agricultural Centie is therefore the main forum for coordination betweenall these bodies. It also is the center of negotiations with the national governmenton policies concerning agriculture and settlement. The Agricultural Centre, to­gether with the affiliated National Settlement Movements, has been the main forcein promoting and ensuring a lasting national commitment to goals of rural devel­opmer, and social equity. 

The relationships between all these organizations within the Agricultural Centreare characterized by a considerm.ble degree of connectedness, which goes much be­yond their formal framework. In each organization, the central council is formallyelected at regular intervals. However there is also a periodical reshuffling of keyofficials within the Agriculturai Centre and its affiliated organizations. This re­shuffling takes place mainly on the basis of personal acquaintance and appreci­ation. Some officials may perform two roles simultaneously; they may, forinstance, be elected to tho central council of a regional purchasing organizationand, at the same time. be appointed to a key post within a national organization.This connectedness ensures a stable basis of agreement aud coordination betweenthe different organizations, as well as a relatively high level of participation of localleadership in the natinal scene. The influence of the Agricultural Centre has be­come so dominant that it has even gained formal recognition and influence in othernational agenzies which are created by law and fulfill planning and advisory func­tions in the elaboration of agricultural policies. Such agencies include for instancethe Production and Marketing Boards for the various branches of agriculturalproduction, or the General Agricultural Council that deals with national agricul­tural policy. In these agencies we can find both appointed government officials anda very high proportion of representatives of the rural population, often more than
half. These representatives are appointed by agreement with and upon the advice
of the Agricultural Centre, and are usually chosen from among the key officials of
the Agricultural Centre itself. 
 Thus the highly integrative character of the wholesystem is reinforced; so is also the influence of the rural organizations, and throughthem the influence of the rural population on the national agricultural and settle­
ment development policies. 

In spite of the oversized bureaucracy created by the great number of differentorganizations involved, this combination of organizations at the national and re­gional levels has created a highly articulated and stable system which effectivelycombines local and regional solidarity with the enlarged scale of national organ­ization. The numerous linkages existing within this system, horizontally and verti­cally, ensure a great measure of concordance between national goals and planningand the local village units, in grcat part through the intermediate regional level. 
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SOME PRINCIPLES OF SUCCESSFUL ORGANIZATION FOR 
RURAL DEVELOPMENT 

The Israeli experience which has been succinctly described above concurs with the 
experience in developing countries (Uphoff and Esman, 1974 and 1982), and shows 
that a multi-level articulate system of rural organizations is needed to ensure a 
stable and orderly development of the rural sector. However, the process of 
building such an organizational system is no less important than its end result. It 
has been found, in Israel and elsewhere (Cernea, 1974) that there is a gradual 
process of integration of the individual settlement with its neighbours and then into 
the wider regional cooperative framework. Moreover, the increasing scale of co­
operation is accompanied by an increasing complexity and multiplicity of regional 
cooperative activities. Cooperation normally starts between neighbouring villages: 
accounting and management services are jointly hired and cultural facilities are 
jointly used. Cooperation then widens into the realm of municipal services. 
Gradually, the activities which are undertaken jointly multiply, involve more 
settlements and become more complex, until they include, as described earlier, so­
phisticated processing industries or institutions of higher education. 

This gradual evolution into a supra-local and then into a regional framework 
has some practical advantages. At the first stages of development, the financial 
resources needed can be minimized by inter-village cooperation; but the gradual 
enlargement of scale also contributes to a gradual restructuring of the region, fol­
lowing the break up of local traditional groupings. The disruptive effect of change 
inside the villages can be minimized by the growth of organizations providing 
suitable adaptive mechanisms. For example, the modernization of agriculture leads 
to specialization, and this in turn creates a great degree of differentiation between 
farmers within the same sntlement. Groups of farmers are thus created with dif­
fering economic interests, and the small local cooperative is unable to handle effi­
ciently the needs of all the groups. One solution might be to force a uniform 
pattern of agricultural production on all the farms in a village, so that the local 
cooperative can again provide for the identical needs of all. A more flexible sol­
ution may be provided by the gradual creation of intervillage associations of 
farnaers with similar interests; such a structure may cause a profound change in the 
character of local cooperatives, which will hand over some of their functions to new 
supra-local or regional organizations. 

The dynamic character of the organizational framework is therefore very im­
portant. Organizations must be flexible and able to adapt themselves easily to 
changes; they must be able to counteract the disruptive influences of modernization 
and of changes in the scale of agricultural operations. 

Anothtr characteristic of a successful organizational framework for rural de­
velopment relates to, the linkages of regional organizations within the wider social 
system. There is, no doubt, a need for coordination between the different regional 
organizations, and this can be achieved orly at the national level: weak coordi­
nation and the lack of enforcement of an agreed-upon common policy have re­
sulted, in Israel, in duplication of regional enterprises, of which some are now 
working at below-efficiency levels. 
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In addition to regional coordination, there is also a need for implementation
of national policies down to the local level, and regional organizations are an im­portant channel for the execution of national plans and programs. As already
mentioned, the budgets of Regional Councils in Israel are in great part allocated
by the national government, and this allows for national control over regional and
local activities for which the Regional Councils are responsible. On the other hand,
when central directives strongly dominate the regional and local scene, there is a
gradual weakening of motivation and of initiative in the rural population, and the 
pace of development slows down. In order to be effective, the formation of rural
organizations must be compatible with local needs. Only then can it be reinforced
by the common interests and shared identity of farmers at the local level. Fur­
thermore, rural organizations should be based on local and regional initiative, so
that they have the whole-hearted support of the population. 

Effective organization, however, requires considerable resources and leadership;
and - at least in the beginning - help from the national level is essential. It is un­
likely that rural organizations can be effective without strong central support andwithout some outside control counteracting vested interests of local minorities. 
Even Israel's kibbutzim, with theic strong tradition of self-help and initiative, have
always had the support, financial or other, of their Settlement Movement and
through it, of the national government. They have thus been able to achieve a rel­
atively high level of development, much beyond their basic agricultural potential. 

It therefore seems that in building the organizational system of the rural sector,
neither the top-down nor the bottom-up approach alone can provide the solution,
and a combination of the two approaches is needed. At the early stages of devel­
opment help from above must be provided to the local and regional organizations;
then an articulate organizational system at the local and regional levels must be
established gradually, and strengthened with both horizontal and upwards channels 
of communication. 

REGIONAL INTEGRATION 

The system of rural organizations in Israel is relatively fragmented. Although there
is a central coordinating and controlling agency - the Agricultural Centre, there is
also a multiplicity of organizations, each one with its own purpose, its specific
set-up and scale of action. The benefits of this specialization of rural organizations,
and the inefficiency and poor-coordination of services due to the excessive prolif­
eration of specialized organizations, have been noted in the relevant literature. 

Some attempts at regional horizontal integration have been made in various
countries. In one of the regions, for instance, in Israel the poultry branch has been
iniegrated from the production of eggs to the processing of poultry-meat, taking
advantage of all the possible backward and forward linkages, within the same re­
gion. The development of one section of this branch is dependent on and coordi­
nated with the development of the others, and a continuous balance is achieved
between all the sections of the branch which is, so to speak, self-contained within 
the region. 
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Beyond this, few comprehensive regional organizations seem to exist. More­
over, in Israel there is practically no territorial overlapping between the different 
organizations in one region. This lack of spatial overlapping is due to the differ­
ential tendency of the types ot ,;ttlement to participate in a regional organization.
This tendency depends, naturally, on the specific needs of the settlement, but it is 
also strongly linked to the value system prevalent in the settlement. In the kibbutz,
for instance, there is a strong in-group emphasis and a negative orientation to other 
socio-economic systems. Therefore, cooperation with distant kibbutzim, which 
have the same social outlook and the same value system, is more legitimate and 
often preferred to cooperation with neighbouring but different communities. Ex­
ceptions can be found, in which the cooperative framework is defined pragmatically
with no relation to the value system of the settlement, but on the whole, the dif­
ferentiation between settlement types is a decisive factor in shaping the organiza­
tional framework. Spatial factors are not being considered and without a territorial 
basis for organization no feeling of regional identity can be created. 

One outstanding example can be found in the south of Israel, in a region settled
by kibbutzim only. The management of the regional enterprises there overlaps with 
the territory of the Regional Council, creating situation in which the economica 
region is identical to the physical and administrative regions. The settlements 
themselves are homogeneous in structure, in interests and in development level, and 
the numerous common interests reinfoice the regional solidarity between settle­
ments. An intensive network of intervillage organizational ties and links and of 
cooperation at the regional level is emerging, creating a strong sense of regional 
integration and identity. 

By contrast, other regions which have a heterogeneous settlement pattern, or­
ganizations are formed not on a territorial basis but according to economic or other 
interests. No -patial overlapping and no regional territorial identity exist. 

It can then be concluded that an overlapping spatial framework of the various 
rural organizations contributes significantly to the formation of a territorially-based 
and integrated regional identity. 

THE SPATIAL FOCUS OF REGIONAL COOPERATION 

The functional and organizational relationships within the rural sector are ex­
pressed physically in the form of regional plants, regional schools and other re­
gional facilities. The location of these regional facilities, i.e. the spatial
arrangement of social and economic activities in the region, influences the access 
of rural settlements to regional services and the pattern of production and exchange
in the region (Rondinelli and Ruddle, 1978). 

In general the location of regional facilities is closely related to the system of 
urban centcrs which provide services to the region, and thus regional towns are re­
inforced and serve as foci of regional identity. In Israel, however, the rural and 
urban sectors are separated, and the rural sector has developed its own physical 
set-up unconnected with the urban environment. Thus regional facilities are lo­
cated in 'rural centers' of which there are two types: 
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1. 	 Service ceivers, which include regional services, such as schools, spo., and
cultural facilities, dispensaries, etc. The people providing the services are living
in these centers, thus bringing a population of professionals into the rural 
sector.
 

2. 	 The so-called "silent" centers, which include regional economic enterprises of 
grading, sorting, packing and processing of agricultural products, and some 
social services. In this case, workers in the regional enterprises do not live in 
the rural center, but live either in one of the rural communities or in an urban 
center located in the vicinity. 

The location of rural centers is subordinated to considerations of the rural sec­
tor only, e.g. 'silent' centers are often located near an urban center which provides
them with the needed labour force. The density and dispersion of rural centers
depend on the density of rural settlements and on the needj of the rural population,
but 	no integration within the general settlement system has been sought. In fact,
though these rural centers constitute the tangible expressioa of the separation be­
tween the urban and the rural sectors, they are the first link between the two:
workers from urban centers come to work there and thus a daily link is created with 
the urban sector. Moreover, the centers may assume an urbzn character, al a result
of the functions they fulfill and the character of their professional and heteroge­
neous population. 

In the past, the accepted policy has been to prevent these rural centers from
growing and io keep them at a stationary level to avoid a competition with parallel
urban settlements and services. In time, however, the rural population has grown
but agricultural neans of production have remained limited; a solution is therefore 
required within the region if outmigration is to be avoided. Since the separtion
between the rural and the urban sectors is perpetuated, consideration has been
given to the enlargement of some rural centers so that they ran absorb within the
rural environment the sons and daughters who cannot remain on the farm and are
employed in neighboring urban centers. Indeed, it seems that the growih and
physical development of such rural centers is unavoidable It is well-known that 
physical "ivestmentsare practically irreversible and have long-range spatial iizpli­
cations, and rural centers will soon be competing with the neighboring towns: they
assume some of the traditional functions of the town and they absorb some of the
population that would naturally flow into the towns. 

The separation between the rural and the urban sectors !hus leads to a prolif­
eration of small, rural, urbanizing centers, both rural centers and small towns. For
the rural population, this proliferation provides an improved access to social ser­
vices and to the economic infrastructure needed for the development of agriculture.
However, the parallel and unrelated organizations of the rural and the urban sys­
tems, which are spatially interwoven within the same region, result in an inefficient 
use of similar services. 

This situation brings to the fore some questions pertaining to the stages of de­
velopment of the rural sector: how far can and should the rural sector internalize 
its own development potential without the help of intensive exchanges and re­
lationships with the surrounding environment? What is the breaking point, or the 
threshold, beyond which relation3hips with the towns must be intensified, or else 
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the rural sector itself must become urbanized? Answers to these questions are de­
pendent on the prevailing value system; for instance, the kibbutzim in Israel have
preferred to urbanize to a very high degree while isolating themselves from the 
surrounding settlement system. be concludedIn general, however, it can that
urban-rural relationships are bound to intensify with a more advanced level of de­
velopment in the rural part of the region. Thus it seems desirable to ensure, from
the start a simultaneous and balanced development of both towns and rural settle­
ments within a common organizational framework by creating positive linkages
between the two sectors, fostering collaboration in numerous aspects of develop­
ment. 

CONCLUSIONS 

Obviously, in respect to organization for rural cooperation and development, the
decisive importance of specific local traditions and value systems cannot be over­
emphasized. Indeed the case of Israel is a special one, but as Israel has already
passed through different stages of the development process and has achieved a rel­
atively high level of development, its example can be instructive for developing
countries. Desirable as well as undesirable results of different organizational
frameworks in the rural sector can be studied, and some guidelines can be provided 
as to the more suitable strategies of organizational development which will allow 
for a flexible adaptation to changing development levels. 
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