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Introduction 
Last September this year, the conference of the Commission on Local Develop-
ment International Geographical Union, entitled: Socio-economic disparities 
and the role of local development, was held in Warsaw. The Commission on 
Local Development IGU provides an international forum for the study of issues 
related to matters such as: local and regional development, reorganization of 
space and the role of both institutions and agencies in developing and reshaping 
the local space. 

In the Warsaw conference, representatives of various academic centers from 
five continents took part. As a result of that event, several papers were prepared, 
and some of these are presented in the current publication. This volume extends 
our knowledge regarding directions of local development in the countries 
located in different geographical zones as well as ways of solving the problems 
resulting from the socio-economic spatial disparities occurring in those coun-
tries. 

Jerzy Bański 
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Tony SORENSEN 
School of Behavioural Cognit ive and Social Science 
University of New England 
Armidale, NSW 2351, Austral ia 
Tony.Sorensen@une.edu.au 

Local development under uncertainty: 
Australia's rural experience1 

Abstract. Rural Australia's well-being is largely reliant on primary industries operating in 
increasingly uncertain and risky economic, social and physical environments. Unlike much of 
the world, the primary sector and its dependent rural communities operate on market 
principles and receive little in the way of government support. Both mining and agriculture are 
also strongly export oriented, which adds to uncertainty through fluctuating exchange rates and 
commodity prices — the latter being distorted by widespread producer subsidies. In Australia's 
case, producers face the added risks of large fluctuations in seasonal conditions and rapid 
technological expansion in often remote and sparsely settled locations. Such conditions lead to 
the rapid transformation of rural society in often unexpected and certainly uncontrolled ways, 
yet for the mostpart rural regions are innovative and prosperous. The keys to prosperity, and 
the stable adaptation accompanying it, are four-fold. First, the absence of significant public 
support for agriculture, mining and rural settlements has encouraged commercial mindsets 
among rural residents attuned to a market economy. That, secondly, has made a virtue of an 
innovative culture focused on the rapid transfer among commodity producers of intensive 
research and development. Market economies also reward individual and self-reliant behaviours 
which abound in rural Australia. Finally, government policies have sought to reward innovation 
and investment rather than retain the status quo. The outcome is not only prosperity, but huge 
adaptive capacity which is beneficially rewriting the geography of rural communities and 
exposing flaws in Richard Florida's metrocentric views of the creative society. 

Key words: primary production, economic uncertainty, innovative culture, Australia 

' This paper draws heavily on numerous research grants, two from the Australian Research 
Council, one each from the Rural Industries Research and Development Corporation, the Cot-
ton Catchment Communities Cooperative Research Centre, and NSW Department of Environ-
ment and Climate Change, and travel grants from the ARC Research Network in Spatially Inte-
grated Social Science. 
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8 Local development under uncertainty: Australia's rural experience 

On uncertainty 

Australia's rural regions arc afloat on sea of rising and acute uncertainty, which 
may be conceived as a state of limited knowledge about both current circum-
stance and future possible conditions (Hubbard, 2007). Uncertainty, at least in 
the mind of the lay person, is associated with risk, the probability of error, and 
fear of the unknown, and is therefore something to be avoided. Yet most of 
Australia's rural regions show great adaptive resilience, dynamism and compara-
tive wealth. The primary task, then, is to explain the sources of uncertainty 
stalking rural regions and explore their undoubted adaptive capacities which 
have turned risky conditions into wealth and opportunity. Although Australia's 
rural regions experience enormous diversity of environmental conditions, the 
economic and social forces shaping them are largely homogeneous nation-wide. 
We therefore focus on big-picture issues, while acknowledging regions' very dif-
ferent adaptive capacities based on specific local combinations of social, human, 
built, finance, and environmental capital. Inter alia, we focus on the govern-
ments' roles in both creating and mitigating uncertainty either directly and 
indirectly, and on the balance between public and private action. 

Unlike Europe, much of rural Australia lies well beyond the commuting 
range of large cities, whose residents use rural space for mass leisure and recre-
ation or rural residential lifestyle reasons. Thus, this analysis treats a largely 
productivist landscape with three main components: economic bases in agricul-
ture and mining and service delivery for both producers and consumers. How-
ever, these productivist landscapes arc not inherently simple; rather they are 
beset by large, complex and rising uncertainties only balanced by equally 
responsive adaptive systems that ensure continued prosperity, albeit in rapidly 
changing form. These are shown in Figure 1 as a kind of double helix which 
reinforces ever faster stable adaptation (Sorcnsen and Epps, 2005) in a world of 
accelerating change. This is propelled by a complexly interlinked and exponen-
tially expanding constellation of technologies, economic structures, social rela-
tionships, law, governance systems, and spatial scales of action. In one sense this 
is an extension of the enlightenment project reported by Hindle (2000) in his 
treatise on the rise of the modern state and capitalism in the period 1550-1640, 
a period that laid the foundations for the industrial revolution in the 18ch cen-
tury. In another sense, society is buffeted by storm force gales of creative destruc-
tion (Schumpeter, 1942) whose fury is intensifying as producers and their prod-
ucts arc constantly replaced, and as lifestyles evolve in unforeseen directions in 
the back of rapidly rising wealth, knowledge, opportunity, and channels for 
instant communication. Of course, complexity itself begets uncertainty, which 
in turn unleashes compensating adaptive processes. 

http://rcin.org.pl



Tony Sorensen 9 

Human attempts to control uncertainty, rather than adapt to it, look fraught 
because effective personal or regulatory action requires: 

• accurate system specification in terms of strength of forces at work and 
their interactions; 

• knowledge of likely system modifications over the period of proposed inter-
vention; 

• ability to control, rather merely influence, key vectors. 
Increasingly, both governments, and the societies from which they draw 

legitimacy, appear increasingly unable to specify their operating environments 
closely enough to control their evolution. The problem lies not just in specify-
ing major variables and their interconnections, but in the fact that many vari-
ables are inherently unstable, such as boom and bust business cycles or indus-
tries, the actions of Nietzsche's (1885) Übermensch - who have the ability to 
buck tradition and change the direction of economy and society, climatic cycles 
and the incidence of natural disaster, competitive international trade, and fluc-
tuating commodity prices - to name a few. The ebb and flow of economic life is 
therefore lumpy, with some individuals, businesses, institutions and even 
regions running counter to trend. These uncertainties fuel what Rittel and 
Webber (1973) termed wicked problems. 

0 SO 100 ISO 200 

Time (years) 

Figure 1. The intersection of innovation and adaptation 
Source: adapted from Sorensen and Epps, 2005. 
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1 0 Local development under uncertainty: Australia's rural experience 

In this regard human society resembles aspects of quantum mechanics, which 
envisages matter adopting simultaneous wave-like and particle-like behaviours, 
and Heisenberg's (1930) related uncertainty principle, which asserts the impos-
sibility of stating accurately both the location and velocity of such particles. For 
example, we are often able to detail the current condition of an economic or 
social system, but know next to nothing about how fast it is evolving and in 
which direction. Secondly, we might also be in the position of Schrodinger's cat 
(1980) which, in the celebrated mind game, could be both dead and alive 
simultaneously. Thus, a system may be growing and declining simultaneously 
depending on the geographical or philosophical viewpoint of the beholder or, 
alternatively, our understanding of process and knowledge of how a key compo-
nent has behaved. Let us consider one final example of the murky and uncertain 
world of our economic and social systems. Spencer (and Darwin) coined the 
term the survival of the fittest, which is now generally used to describe the ability 
of actors to survive in a competitive (especially commercial, sporting or artistic) 
world. It initially appears an accurate portrayal of a key social mechanism but, 
in practice, it hardly explains current circumstance or accurately predicts the 
future. These examples underscore the huge difficulty we encounter in specify-
ing, with any useful degree of accuracy, the position and trajectory of uncertain 
systems ... and therefore developing useful public policy. 

To make things more difficult, our polities are themselves becoming more 
complex and unstable. Thus, proliferating viewpoints are reflected in a wide 
range and diversity of both public and sectional institutions, and there is often 
acrimonious debate among the conflicting parties requiring systems of media-
tion. Moreover, governments increasingly establish arms length advisory bodies 
and pursue the separation of powers to give voice to quasi-independent perspec-
tives or deflect difficult decisions. These, in turn, are part of what Foucault 
(1978/1991) calls the technologies of government whereby the public sector, 
like its private counterpart, has steadily refined the art of administration (see 
also Hearfield and Sorensen, 2009). In the process, western societies have pro-
gressively redefined the legitimate functions of government, preferred out-
comes, policy priorities, appropriate ways to handle issues, and optimal strate-
gies. Local development strategies are a case in point. The evolution of such 
technologies can be traced back to Plato's Republic and Machiavelli's The Prince 
(1513). 

Human systems also operate simultaneously on several spatial scales from the 
local to the global. The efficiency, stability, and prospects of particular econo-
mies can be judged differently according to the spatial scale employed and this 
is often a source of political tension. Moreover, the locus of both private and 
public economic management has spiralled upwards from the local to the 
global, and both these processes create uncertainty for producers and communi-
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Tony Sorensen 11 

ties as they progressively lose control or even gain it in some circumstances. The 
uncertainty effects are further distorted by such qualities of space as: 

• population density, 
• wealth of natural resources (quality of farmland, minerals, rainfall and 

stored water, climate more generally, quality of landscape), 
• economic and social infrastructure, 
• proximity of (and access to) major population centres, 
• qualities of agricultural or industrial production systems. 
Each can reduce or exacerbate the processes and conditions discussed in this 

section. Note, too, that the constitutional allocation of powers and duties across 
tiers in multi-layered polities rarely reflect current technologies of government, 
a mismatch that further increases the uncertainty of public policy. 

It is also more than a century since Nietzsche (1885) pronounced the death 
of God, in which the rote, unreflective and bovine content of religion is 
replaced by social experimentation and the constant modification of social 
norms and human relationships. Perhaps Nietzsche's philosophy is best regar-
ded as a metaphor of modernity in which long-standing traditions are repeat-
edly challenged by new practices in the market-place of ideas. This is reflected 
in Figure 1 by the decline in the value of heritage and tradition in many parts of 
economy and society, further increasing uncertainty. 

Living on the edge: uncertainty in primary production 
and services 
Commodity overview 

We noted earlier that, irrespective of geography, Australia is a remarkably 
homogeneous continental polity, resulting from a universal set of national and 
international forces whose explanation is crucial for constraining local differ-
ence. To begin, Australia has a strong and relatively distortion free market econ-
omy within which agriculture, mining and service provision are embedded. 
Financial support for agriculture is a little over 4% of the gross value of produc-
tion, negligible compared with the European Union's 32% or the US's 28% 
(Productivity Commission, 2005); and it barely exists for mining and services. 
Primary production is highly deregulated and, with few exceptions, farmers or 
miners can deliver commodities of their choice to any market through any con-
tractual arrangement they like. Where exceptions exist, as with the ban on ura-
nium sales to India, they arise from such treaties as that covering nuclear 
non-proliferation. However, primary production is hedged by an extensive and 
growing array of environmental legislation: for example, the capping of ground 
water extraction and diversion of stream flow, buy-backs of irrigation licenses to 
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1 2 Local development under uncertainty: Australia's rural experience 

bolster stream flow in the Murray-Darling Basin, prohibitions on land clearing, 
strategies to avoid spray drift and mandatory restoration of mine sites. These, 
like urban planning, are eminently justifiable on grounds of widespread market 
failure. For the location of the Murray-Darling Basin and other places men-
tioned in this article, refer to Figure 2. 

Australia's primary producers are both highly productive and heavily inte-
grated with the global economy. In 2007-08, agriculture accounted for about 
2.9% of the workforce and a little less of GDP, reduced from usual levels 
because of a long drought in many places. However, it produced 14.9% of Aus-
tralia's total exports - or >20% if processed exports are taken into account. 
Moreover, in 2007-08 exports of unprocessed rural products were AS27.49 bil-
lion, or two-thirds of that financial year's farm GDP of A$41.21 billion. The 
percentage rises to 76.6% if processed farm output is included ABARE (2009). 
In comparison, mining employed only about 1.2% of the workforce, but con-
tributed over 6.3% of GDP, a level of productivity over 5 times the national 
average. Mineral exports of A$116 billion in 2006-07 were 111% of produc-
tion, on account of rapidly escalating prices between mine and transport over-
seas and withdrawals from stockpile. Both rural sectors together accounted for 
>A$l43 billion of unprocessed exports (or about 57.5% of all exports), 8.4% of 
GDP and just 4.1% of the workforce whose combined productivity was more 
than double the national average. So, one can run a modern first-world econ-
omy on a resource base. 

Yet, the heart of the Australian economy is hostage to prices set on the Chicago 
Mercantile Exchange, the London Metals Exchange and several other global 
commodity trading houses. While agricultural prices are distorted by protection-
ism, minerals and energy prices are prone to speculation in spot markets and 
bilateral sweetheart deals between producers and governments. As Table 1 shows, 
both sets of prices arc wildly unstable, as is the exchange rate. Since nearly all 
export prices are denominated in $US or £, farm and mine receipts can experi-
ence a wild ride. It is also in the interests of Australian producers to have weak 
exchange rates like those in 2001-02. Take this example: a commodity fetches 
$US100 a tonne in both 2001-02 and in 2007-08, but the miner receives A$192 
in the former year and just A$111 in the latter. The statistics in this section are 
largely sourced or computed from ABARE (2008) data. Consequently, Austra-
lian producers are mostly price-takers, not setters, and have to respond quickly to 
international price signals which not only reflect unstable supply and demand 
conditions, but are themselves distorted in various ways by governments. For 
such reasons, Australia ranks third of 179 countries behind Hong Kong and Sin-
gapore on the Heritage Foundation's 2009 Index of Economic Freedom2. 

2 http://www.heritage.org/index/Ranking.aspx 
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Tony Sorensen 1 3 

Table 1. Fluctuating commodity prices and exchange rates 

Date 
Real farm 

prices 
received 

Farmers' 
terms of 

trade 
Iron ore Thermal 

coal Gold Exchange rate per $A1 

Metric 1997-08 
= 100 

1997-08 
= 100 

A$ per 
tonne 

A$ per 
tonne 

US$ per 
tonne US$ ? 

2007-08 140,5 92,6 69,4 72,7 823,35 0,90 0,45 

2004-05 115,9 91,7 35,5 59,6 422,49 0,75 0,40 

2001-02 122,6 108,6 31,2 57,5 289,1 0,52 0,36 

1998-99 96,1 95,6 28,4 44,8 285,9 0,63 0,38 

1995-96 111,2 111,8 22,7 49,3 389,9 0,76 0,49 

Source: ABARE, 2008. 

Figure 2. Australia locality map 

Variations in exchange rates can also frequently be sourced to macro-eco-
nomic causes unrelated to the prices of commodities and their value as exports. 
Interest rates differentials between countries and perceptions about their respec-
tive economic strength are two important considerations. These, in turn, reflect 
inflationary threats, the looseness of monetary policy, surplus or deficit budget-

http://rcin.org.pl



1 4 Local development under uncertainty: Australia's rural experience 

ary outcomes and domestic input constraints. It is partly true that the Austra-
lian dollar is perceived by the international community as a commodity cur-
rency which moves synchronously with commodity prices. However, its run-up 
over the first eight months of 2009 from US55c (cents) to US85c reflects 
numerous other conditions: strong economic growth in China, failure to enter 
technical recession (the only O E C D country to avoid that fate), buoyant retail 
sales, only a small rise in unemployment and close to zero public debt. Sound 
macro-economic management leads to a strong currency, and paradoxically 
weaker incomes for primary producers. 

On the other hand, the Australian government's international trade strategy 
is steadily working to assist primary producers through: 

• its work with the Cairns group of nations3 to have agriculture treated the 
same as manufacturing and services in such WTO rounds as the current 
Doha negotiations; 

• bilateral trade negotiations with such countries as Thailand, Singapore, 
China, Japan and the United States or such trading blocs as ASEAN. 

Both seek to improve commodity access to other nations, though occasion-
ally it is a double edged sword. Australia's Closer Economic Relations (CER) 
agreement with New Zealand, which is in effect a common market, probably 
works more to the latter's advantage than the former's. Perhaps, too, Australia's 
comparatively rapid population growth of about 1.5% per annum, which 
results from fast economic growth and strong immigration, will create a larger 
and more secure domestic market. 

Agriculture 

The deregulation of Australia's agricultural production over the last 40 years has 
removed numerous marketing boards and production or price controls, many 
of which were a form of social security designed to protect small farmers. Their 
removal tended to accelerate the dominance of large scale producers, who 
applauded the move and the demise of small producers, as was the case with the 
two most recent examples - dairy deregulation in 2000 and abolition of the sin-
gle desk selling of wheat in 2007. Removal of economic regulation is, however, 
not an unalloyed good for larger operators because they may encounter extra 
costs depending on their knowledge bases, management skills and capitali-
sation. Uncertainty, for example, rises with their need to negotiate the price and 
volumes of sales to international markets. On the positive side, freedom of 

3 Founded in 1986, this is a group of 19 agricultural exporting countries seeking free trade. 
Apart from Australia, Canada, Pakistan, and South Africa, the nations are mainly from S E Asia 
and South America. 
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Tony Sorensen 1 5 

action also opens up opportunities to realise higher prices for premium quality, 
greater market share, improved efficiency and higher profit. On balance, their 
gains exceed the losses. The effects of agricultural deregulation are often geo-
graphically variable because small producers and target commodity sectors are 
often spatially concentrated. This was particularly noticeable with dairy deregu-
lation because the previous system of regionally prescribed quotas and markets 
kept small-scale and high cost farmers in business. The creation of an open mar-
ket in 2000 enabled large-scale and highly cost-competitive Victorian produc-
ers, with up to 10,000 milking cows, to sign supplier contracts with the large 
national supermarket chains. This severely damaged such bastions of small-
-holders as the Dorrigo Plateau on the NSW Mid-North Coast. However, the 
simultaneous introduction of a consumer levy established a government super-
vised fund to compensate producers forced to leave the industry. 

Resources sector 

While the resources sector as a whole is highly prosperous, local impacts are 
sometimes highly variable because: 

• individual commodity prices move asynchronously, 
• resources and even processing plants are location specific, 
• when mines are exhausted they close and their workers, who are exception-

ally mobile people, move on to new opportunities. 
In short, mining landscapes are often ephemeral, including the settlements 

supporting them. For example, the Mary Kathleen uranium mine4 near Mt Isa 
in Queensland closed in 1982 and, as part of site rehabilitation, the associated 
town was literally hauled away to other destinations. The development pros-
pects of mining provinces are often strangled by a fly-in-fly-out (FiFo) culture 
where workers prefer to live with their families in such large cities as Brisbane or 
Perth, or in attractive coastal settings like Broome or Yeppoon, and commute 
up to 2000 km to work on a 7 (or 10) days on, 7 (or 10) days off basis. The 
FiFo culture is now also extending to agriculture. 

Mining companies frequently make colossal investment mistakes which have 
severe local impacts once facilities are mothballed. The most spectacular recent 
example occurred at Ravensthorpe on the south coast of Western Australia 
between Albany and Esperence. BHP opened a A$2.1 billion nickel mine and 
smelter there in 2006 and closed it a little over two years later in January 20095 

with the loss of 700 jobs at the mine itself, destroying the town's economy in 
the process. The company subsequently wrote off most of the investment. 

'K http://www.sea-us.org.au/oldmines/marykathleen.html 
5 http://www.theaustralian.news.corn.aU/business/story/0,28124,24928826-643,00.html 
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1 6 Local development under uncertainty: Australia's rural experience 

Unfortunately for the project, the low grade and high processing costs of the 
local ores relative to global competitors rendered the mine and processing facil-
ity uneconomic in the global recession. Simply, prices received collapsed below 
the level of costs. BHP's loss was tiny for the giant company, but devastating for 
Ravensthorpe and the private businesses investing in the town. 

Environmental regulation 

Large increases in environmental regulation over the last 30 years have created 
additional uncertainty for farmers, miners and service businesses alike. This is 
irrespective of producer size, commodity, financial capacity or geographical 
location, although larger businesses usually handle uncertainty more effectively. 
Environmental management and protection issues are generally complex and 
long-running, as illustrated by some of Australia's current environmental deba-
tes. The first concerns an environmental disaster facing the Murray-Darling 
River catchment, and especially its southern half where drought conditions have 
persisted for 7 years in some places. Water storages over the whole 1 million 
km2 river system (which is about double the size of France) were at just 17%6 of 
capacity in early 2009. Stream flow had stopped in many places, the river no 
longer reached the sea, and yet in normal seasons the region normally produces 
one-third of the nation's agricultural output, with the aid of irrigation. The 
Federal Government has allocated up to $3.1 billion to buy back farmers' water 
entitlements and return the water to stream flow in an attempt to sustain the 
river system's fragile ecology. One of the earliest buy-backs was announced in 
September 2008 with the purchase of Tourale station near Bourke in northern 
NSW at the junction of the Darling and Warrego rivers. The owners, Clyde 
Agriculture, sold the 91,000 ha property for A$24 million and the new owner, 
the NSW Government, intends to remove its 30,000 sheep and 1,700 cattle, 
and to stop cropping, to create a nature reserve, while returning an annual 
14 billion litres of water to the Darling river. The Bourke local council esti-
mates that this will cost the town A$5 million in lost trade annually and shrink 
the town's economy by 10%. Since the buybacks are voluntary, the uncertainty 
resides with affected communities and their businesses. 

Large areas of prime agricultural land in Australia also conceal mineral 
resources and major conflicts have sometimes erupted between farmers and 
large mining companies. Australia's law separates ownership of land from own-
ership of sub-surface minerals and mining companies have legal rights to 
explore for minerals on what farmers regard as their private property. More 

6 See: http://www.mdba.gov.au/water/waterinstorage and 
http://en.wikipedia.org/wiki/Murray-Darling_Basin 
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Tony Sorensen 1 7 

importantly, it is difficult for farmers to prevent the exploitation of proven min-
eral reserves, as a group on the Liverpool Plains are finding out. Despite having 
some of the most productive farm-land in Australia and important under-
ground aquifers to irrigate their properties, they appear to be losing the battle as 
of mid-2009 to prevent the mining giants BHP and the Chinese owned 
Shenhua from going ahead with massive coal mines that arc likely to damage 
both their top-soil and aquifers. Legally, then, it appears that mining has pre-
emptive rights over agriculture, to the uncertainty of the latter. 

One final example of an issue generating much debate and uncertainty in 
Australia is the configuration of the Federal government's carbon emissions 
trading scheme, which is likely to become law in 2010. Although agriculture 
per se will be initially exempt from the scheme for several years, it still poses 
potentially large threats to agriculture. Farm costs are likely to rise sharply 
because of their intensive energy and chemical inputs, whose prices will rise on 
the back of carbon taxes. Once farming becomes part of carbon trading, live-
stock production could be taxed for its methane production and become less 
viable, unless carbon credits are available for on-farm forestry and the possible 
use of bio-char to enhance soil structure or other forms of carbon sequestration. 
The problem for the agricultural sector and dependent country towns, is that 
there is insufficient information on these matters to enable forward planning. 
The mining sector is also under threat from emissions trading because Austra-
lia's power generation is heavily coal dependent and coal is a major source of 
CO2 emissions. On the other hand, rural Australia stands to gain from almost 
all alternative energies: uranium (>50% of global reserves), solar, wind, 
hot-rock, and bio-fuels - especially algae and ligno-cellulose. 

Rural settlements 

Most Australian rural settlements exist to serve agriculture and mining and are 
therefore precariously hostage to the fortunes of their economic base, as we 
demonstrated in the case of Bourke and water buy backs. The rural service sec-
tor is also quite unprotected from two major events. First, a nation-wide recon-
struction of rural service delivery has been under way for the last century or 
more as a settlement system constructed in the days of the horse and buggy is 
shaped to the market needs of the 21st century (Sorensen, 1990). Larger service 
centres are the beneficiaries of virtuous cycles of growth created by regional cen-
trality and steadily improved transport access. They have also acquired most of 
the higher order public and private services arising from growing consumer 
wealth and professional knowledge. Given static or slowly declining populations 
in many rural locations, the success of large communities cannibalises the trade 
of smaller places, which then suffer a vicious spiral of declining populations and 
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1 8 Local development under uncertainty: Australia's rural experience 

reduced quality of life. A second and interconnected trend has been the national 
homogenisation of producer and consumer services dominated by large corpo-
rations and franchise operations. These deliver standard products at nationally 
set prices, which is what consumers want, so that the product mix and range of 
choice in large regional service centres now resemble major suburban centres in 
the states' capital cities. The losers are small and locally owned enterprises in 
small communities, which cannot compete on price, quality, or range of goods 
and are struggling to survive. Such trends also affect the delivery of public edu-
cation, health and other services. 

Governments have largely abandoned formal regional policy designed to pro-
pel the growth of specific places in favour of locally operated do-it-yourself 
strategies (Sorensen, 2002, 2009c; Sorensen et al., 2007), just as they have 
taken a back seat in agricultural support. They know their acute limitations in 
a market economy, the potentially bottomless outlays for regional support 
which attempt to stem the tide of history, and the benefits of market processes 
in driving entrepreneurship, efficiency and wealth. Thus, rural settlements fre-
quently experience large losses of population and businesses over short time 
periods and with no possibility of external compensation. 

In conclusion, Australia's market oriented rural regions have uncertain and 
high risk economies, and fluid societies. Both are profoundly impacted by 
global and national settings over which rural residents have little control or 
influence and it is almost certain that their highly globalised economies face 
ever rising uncertainty both on demand and supply sides of the ledger. Taken 
together, we estimate that government farm support and formal regional devel-
opment outlays amount to 0.3% and 0.1% respectively of Australia's gross 
non-metropolitan regional product, 0.4% in total, or $A1.28 billion of a A$320 
billion regional economy that is home to some 7 million people. This is a negli-
gible sum and about 61% of the amount written off at Ravensthorpe by BHP. 

Antidotes to uncertainty and risk 

Four pillars appear to be the most important antidotes to uncertainty and risk 
because they are the levers for the necessary commercial and community leader-
ship for short-run profitability and enduring competitive strength in a market 
economy) and any other for that matter: 

1. Commercial mindset, 
2. Innovative culture, 
3. Individualism and self reliance, 
4. Government focus on avoidance of market failure and flexible polity. 
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It might appear somewhat ironic that these are much the same considerations 
that have fuelled rising uncertainty in first place, but remember the double helix 
in Figure 1 which shows the mutual interaction between forces for change and 
the creation of an adaptive society. Governments are not well placed to steer 
particular commercial investment decisions, although they have a central 
macro-economic role in making private investment attractive. Public research 
funding can achieve massive returns, especially in the case of agriculture where 
large numbers of geographically scattered producers (SMEs) would find it diffi-
cult to fund research of their own accord. Using this line of thinking, all four 
items in the list are, for the mostpart, common nationally and apply every-
where. However, their spatial impacts may be very unequal for the reason given 
earlier: the geographical diversity of place. 

The notion of commercial mindset embodies the usual characteristics of suc-
cessful commercial ventures. These include selection of an appropriate product 
mix and quality: 

a focusing on market needs or preferences; 
• timely delivery at competitive and affordable prices; 
• accessing available scale economies; 
• conservative and reflective management attuned to opportunities when 

they arise and willingness to take considered risk; 
a strong personnel management and stock control; 
• effective leadership and entrepreneurship. 
This mindset is common among the larger farmers and especially global min-

ing companies who dominate Australia's primary production and among the 
chain or franchised service businesses. 

Consequently, farming is no longer a way of life but an ever larger business 
capable of competing internationally in some of the most price-distorted mar-
kets in the world. Indeed, several agricultural commodity sectors are becoming 
increasingly corporatised either privately or through stock market listings. This 
is true for example of the wine, beef cattle and cotton industries. Thus, 
Heytesbury Pty Ltd, Stanbroke Pastoral Company and Sundown Pastoral Com-
pany are all huge privately owned cattle enterprises operating in different parts 
of Australia. Stanbroke employs 500 people operating 1.62 million ha of land, 
while the Statham family, who run Sundown, operate 58,000 ha of some of the 
best cattle country in Australia in the author's home region (New England). By 
cropping standards, many cotton properties are similarly large scale. Auscott 
Ltd and Cubbie Group Ltd are two important companies in the field, the latter 
having the capacity to produce annually 330,000 bales of cotton worth about 
$160 million on 33,000 ha of land. This is Australia's largest cotton producer. 

It should therefore come as no surprise that corporate style agriculture is no 
respecter of tradition and that the main rule of thumb in commodity produc-
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tion is profit yielded. This can transform industries fast. One example is Austra-
lia's iconic wool industry which, during the Korean war, was simultaneously the 
mainstay of agriculture and the national economy. The number of sheep and 
lambs declined from 170 million in 1990 to an estimated 90 million in 2008 
(ABS, 2008) and one alarmist forecast has just 50 million by 2010. The collapse 
in numbers reflects a long-running slump in wool prices against the rising cost 
of shearing the animals and a sudden leap in global sheep-meat prices and con-
sumption. The logical reaction is to convert from wool production to the din-
ner table, but at some damage to the wider rural community since the cattle 
industry is a lot less labour intensive than wool. The little town of Blackall in 
Central West Queensland found this out to its cost in the early 2000s when the 
local pastoral sector switched from sheep to more profitable cattle and school 
enrolment numbers suddenly declined by 30%. 

Such agricultural dynamics are captured by the average decline in farm 
employment of 1.5% per annum over 30 years, as farms consolidate, while the 
net value of the average farm now stands at >A$3.5 million after accounting for 
average debts of -A$550,000 ABARE (2009b). That debt figure has vastly 
expanded since an average of ~A$ 175,000 in 1989-90 in constant 2008-09 
dollar terms, showing the propensity of farms to take on more debt as properties 
have grown larger, though the debt servicing ratio is only a little larger as a pro-
portion of farm income. Farming as business has obviously become more attrac-
tive and that has been reflected in a spike in the ratio of land values to receipts 
per ha from < 5.0 in 1989-90 to >8.0 in 2007-08, though the numbers are 
helped a little by adverse climatic conditions reducing income. The attraction of 
increasing farm size also lies in net annual cash incomes, which have risen over 
the last 20 years in constant 2008-09 dollars from just over A$ 100,000 to 
nearly A$300,000 for the top 25% of producers. These larger producers also 
accounted for 54% of broadacre production and 85% of business profits. Note, 
however, that cropping farms have performed much better than pastoral enter-
prises over this period. Of course, such figures vary greatly according to region 
and commodity, with the main cropping areas tending to have higher profit 
returns. 

An innovative culture applies to businesses and communities alike, but gov-
ernments struggle to come to terms with the concept. It has three interlinked 
components: 

• sources of ideas; 
• willing adopters; 
• channels of communication to link the two ends (Fig. 3). 
Superior innovative cultures are those that deliver a stream of excellent new 

ideas to producers to boost their long-term productivity for immediate adop-
tion. They may be generated either internally or externally to the enterprises. 
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Sorensen (2009a) shows that Australia's agricultural innovation system gener-
ates a huge flood of research and development ideas across all commodity sec-
tors, with benefit cost ratios estimated by Mullen and Orr (2007) at about 21.0 
and an internal rate of return of 17.0%. The adoption of research is often light-
ning fast because producers need it for commercial survival. The two ends of 
Figure 3 are connected by highly effective distribution channels in the form of 
conventional agricultural extension, producers organisations, and the internet. 
This process aided by two further conditions. One is close to zero cost for the 
technologies in question since >80% of rural R & D is government funded and 
involves few royalties. The second is that R & D organisations have technological 
dissemination as requirement of their charters. 

This kind of human system appears to resemble Heike Onnes' 1911 discov-
ery of electrical superconductivity - i.e. zero electrical resistance occurring in 
certain materials at temperatures close to 0 Kelvin. Sorensen (2009b) also notes 
that this highly creative innovation culture goes a long way to disproving 
Florida's (2002) analysis of the creative class and presents the following vignette 
as an illustration. The small town of Narrabri (population 6,100), which is 
located in North-west NSW >500 km from a large city, is home to a large rural 
research cluster supporting the cotton industry. Four separate research organisa-
tions co-locate in the same field 20 km from the town: the Commonwealth Sci-
entific and Industrial Research Organisation (CSIRO), the Australian Cotton 
Research Institute (operated by the NSW Department of Primary Industries), 
the Cotton Catchment Communities Cooperative Research Centre, and the 
Cotton Research and Development Corporation. Their location, surroundings 
and focus are hardly congruent with Florida' prescriptions of a home for the 
creative class, but these interrelated organisations conduct world-class research 
for Australia's most research intensive commodity. The proportion of 
Narrabri's working population in Scientific Research Services is 2.7%, nine 
times the national average, reflecting the combined presence of these research 
organisations, and the local government area has proportionately Australia's 
highest number of doctoral graduates. 

Figure 3. Key components of an innovation system 
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The mining industry operates at 100% of global best practice and is also 
heavily research intensive. It and agriculture account for about 17% of national 
research and development expenditure, or a little less than double their share of 
GDP. In agriculture's case this strong research performance is allied to high 
long term multi-factor productivity growth of 2.8% per annum over the 
30 years to 2004, 2.5 times that of the whole market economy (Productivity 
Commission, 2005). Productivity improvements accounted for all increases in 
farm output over that period as labour and capital contributions simultaneously 
declined. Labour, in particular, has declined by 1.7% per annum for the last 
30 years (ABARE, 2009a), while the RBA's index of agricultural production 
rose an annual average of 2.3% over the same period. Capital inputs also 
declined by 1.2% per annum, so the basis of productivity increases lay not so 
much in ownership of machinery, equipment or buildings as: 

• research into genetics, environmental science, husbandry practices or finan-
cial management, 

• the use of specialist contractors, 
• the benefits of scale economies, 
a practices designed to minimise the impact of drought and ensure stability 

of operations. 
These data exclude private on-farm research and development, but that has 

always been strong from the first days of European settlement as migrants strug-
gled to come to terms with agricultural production in an alien environment 
located in the Sahel belt between 10 and 30 degrees from the equator. 

A final token of innovative culture is the speed with which Australian farm 
use of modern management techniques including: substitution of capital for 
labour, good marketing, the increasing contracting-in of specialist services, and 
up-to-date financial management (including the forward hedging of commodity 
prices and the application of expert systems); (Martin et al., 2005). 

Individualism and self-reliance have long been a core element of Australian 
rural culture, for the obvious reason that farmers tend to be socially isolated by 
vast distances and remote from many government services. That same trait 
often dramatically affects health of small rural towns perched atop their rural 
economic bases. Rural workers, and even those owning farm properties are 
hugely mobile, with some townships losing 30% or more of their inhabitants in 
some 5 year inter-censal periods. These movements depend largely on either or 
both: 

• the availability or work, which regularly slumps in droughts or at times of 
low commodity prices, or 

• the enticement of better pay and conditions in other industries like mining 
or long-distance haulage. 
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Often, too, the moves arc long-distance: up to 3000 km common in the 
recent mining boom, which sucked in tradesmen from all over Australia. Nor 
should one forget that many rural communities are sufficiently unpleasant in 
climate, facilities or long-term opportunities that residents prefer to leave when 
work dries up and unemployment beckons. Such moves owe little or nothing to 
public policy. 

The final antidote to uncertainty and risk lies with government, but mostly 
in terms of avoiding market failure through effective macro-economic or envi-
ronmental management. A central element is the creation of an investment 
attractive economy, and major components include: 

• low taxation (at 32% of GDP) compared to the OECD average of 36% 
and 41% for the EU 157, 

• strong economic growth (Australia's average GDP growth in the decade to 
2006 was 3.5% per annum compared with the G7 average of 2.4%); (ABS, 
2008), 

• negligible public debt (which reached zero in 2008), 
• strong profit share of total factor income (up from 21% in 1990-01 to 

27% in 2005-06); (ABS, 2008), 
a a well-developed banking system and strong lines of credit (as of August 

2009, four of Australia's trading banks were in the global top 10 by profit-
ability), 

a high capital inflow from overseas (running at 5-6% of GDP throughout 
the 2000s), 

• strong prudential regulation of financial assets, 
• modest industry regulation, 
a a fairly deregulated labour market by international standards, 
a a low level of economic distortion created by industry subsidies or trade 

barriers, 
• active government pursuit of trade liberalisation via bi-and multi-lateral 

trade negotiations. 
All these traits are being reinforced by the standardisation of business law and 

regulation nationally across state and federal jurisdictions. 
In conclusion, Australia's rural economics have to survive largely on their 

own in a hostile world in which local development has become a discretionary 
do-it-yourself activity involving some combination of local government 
officiality, Nietzsche's Übermensch, and community activists ranging from 
chambers of commerce and progress associations. The development and com-
munity resilience arising from such activities is only to a small extent strategic, 

7 See OECD: http://www.oecd.Org/document/15/0.2340,en_2649_201185_ 35472591_1_1_ 
1_1, 00.html accessed 09.08.09. 
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in view of the gross uncertainties for rural economy and society and the paucity 
of local funds. More likely it reflects the uncoordinated and disjointed entrepre-
neurial efforts of a host of actors living in town, down on the farm and at the 
mine. In these respects local development is really also part of the market econ-
omy. Development flows to the communities that have: 

• most developable resources, 
• the most successful entrepreneurs capable of tapping private capital markets 

or governments' small pots of money, 
• the greatest future orientation, 
• a host of other adaptive behaviours. 
Sorensen (2009c) identified >40 separate behaviours contributing to adaptive 

capacity. Indeed, appropriate psychology is possibly now the preeminent driver 
of local development and the massaging of community behaviours the domi-
nant, if unintended or unfocused arm of Australian public policy connected 
with local development. In the light of all these comments, it is hardly surpris-
ing that regional development resources, entrepreneurial effort, degree of indi-
vidual and community commitment, effectiveness of action and quality of 
development outcomes are spatially hugely variable. Yet, in the author's view, 
most parts of rural Australia - with the exception of regions hit by the worst 
drought in century - are in good shape by adapting fast and flexibly to the vicis-
situdes of fortune. 
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Territorial planning as support 
for local development. 
A methodology applied to Guatemala 

Abstract. Guatemala is a country with an enormous social, economic and territorial disparities, 
which affect directly quality of life of its inhabitants and its development potential. Among the 
existing difficulties, a very significant one is the lack of culture of planning. Until a few years 
ago, there was a lack of territorial politics, which hindered implementation of local 
development processes aimed at an integral improvement of life of citizens. The aim of this 
paper is to present a methodology with a strategic vision for a Municipal Planning System 
(MPS). It should integrate various basic aspects: urban territorial planning in the municipal 
area and a set of social and economic proposals, designed to promote local development. 
A brief description is provided of the municipal situation in Guatemala, then the evaluation of 
the proposed scheme and of the components of the MPS is given. Finally, there is a summary 
of the phases and of the required methodological process for the technical development of 
SPM. The methodology presented is aimed at creating a guide to obtain a future territorial 
model, which merges integrally the socio-economic planning at a municipal scale and may 
channel the local authorities' action. 

Key words: Municipal Planning System, development, Guatemala 

Introduction: the case of Guatemala 
The Republic of Guatemala is a Nation-State of Latin America, with typical 
characteristics of the territories of Central America. Among these characteristics, 
there is an emergent economic development, increased social and ethnic 
inequalities, democratic system in a process of territorial consolidation and poor 
territorial dimension. The last one is the result of the territorial fragmentation 
of the Central American isthmus. Guatemala is defined as an excellent example 
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of the developing world (Slater, 2006; Burnell and Randall, 2008). In all the 
independent analyses carried out of its internal reality, there is the debate 
whether we face an example of a failed state (Migdal, 1988; Leftwich, 2000) or 
a model of country that has overcome a long civil war and can, at present, for-
mulate sustainable policies of economic growth and territorial rebalancing (Pike 
et al., 2006). This second interpretation encouraged the carrying out of a pro-
ject concerning territorial development. The project aimed at providing all the 
municipalities of the country, where we participated, with the mechanisms for 
an integral planning (Aldrey and Rodriguez, 2008). It was funded by the Euro-
pean Commission as a further example of the importance of the external sup-
port for the affirmation of democracy in Latin America. Such a democracy must 
be based on improving living conditions of the population, as well as its active 
role in the implementation of the policies for economic improvement (Gould, 
2005; Burnell, 2008), which on numerous occasions does not happen. 

Any analysis of the situation in Guatemala qualifies it as a perfect example of 
the developing and underdeveloped world, with the typical tensions of that 
world. Nevertheless, Guatemala has both elements in common with other 
developing areas and definite specific features. Among the former, there is the 
heavy population concentration around the main urban centers, especially the 
capital city of Guatemala. This concentration is the result of an uncontrolled 
rural exodus, which accelerated already long time ago, due to violence against 
indigenous communities. This has led to virtually uncontrolled growth of the 
shantytowns, surrounding the traditional town center, something which is very 
common in Latin America (Ford, 1996; Aguilar, 1997; Pacione, 2001). Urban 
concentration also expresses the state of prostration and acute poverty in rural 
areas. In fact, nearly 22% of the total population live on less than a dollar a day, 
this percentage rising to 38% among the rural indigenous (UNDP, 2005). 
Rural areas are divided between those of indigenous people, where communities 
practice agricultural work that hardly suffices to survive, as it happens in other 
parts of Central America (McReynolds, 1998), and the extensive large estates 
("latifondio"), specialising in a tropical export agriculture. These estates support 
a rural oligarchy similar to the one of other neighboring countries (Dejanvry, 
1981; Painter, 1995). In any case, integration of the country into the globaliza-
tion process should be rated as weak, especially in those rural areas that are 
still folded over onto themselves. An aspect of the international intervention 
and the regional standards of political normalization have undoubtedly 
influenced the incipient development of a democratic system, which was 
reached after the 1996 peace accords between the government and the guerrillas 
(Sieder, 1998). 

Despite the doubtless similarities that Guatemala has with the remaining 
Central American countries, and with Latin America in general, there are many 
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elements of its recent history and of its current situation that should be consid-
ered as original. On the one hand, one has to consider the acquired importance 
of the indigenous population, made up of several groups, among which there is 
the Mayan population. The indigenous question links Guatemala to other far 
republics as Bolivia or Ecuador, where the majority of the inhabitants are Indi-
ans, and where a rural-based indigenous movement consolidated and nowadays 
participates in the government, proposing changes in the political structures 
(Albo, 2004; Garcia-Linera, 2006). In Guatemala, the indigenous question was 
interpreted as a threat and the emergence of the Marxist guerrilla in 1960s was 
the excuse for the Army to slaughter many rural communities across the coun-
try for over thirty years. This fact has undoubtedly weakened the weight of the 
peasantry and of the agrarian structure as independent social structures. 
As agreed by several authors, the Guatemalan state shows doubtless signs 
of heritage linked with a series of very powerful groups of the country. Some 
of them are big landowners and major employers, but these are also the army 
(with a very high organizational autonomy) and groups linked to Protestant 
evangelical churches, that have expanded in the urban slums and rural com-
munities. 

It is a polarized and unfair society, whose inequality index is similar to the 
one of the South African Republic (Burnell and Randall, 2008) and whose 
political apparatus is dominated by oligarchic groups. Within this general and 
structural framework, the recent years have brought about a significant change: 
the international pressure has made it possible to leave behind the civil war and 
the massacres of the indigenous farmers, and the 1996 peace agreements have 
opened a new period of national reconciliation and construction of democracy 
(Sieder at al., 2002). All political forces have integrated themselves into the new 
system. Substantial external aid for the construction of a modern and fair state 
is being received, and from time to time elections are held, validated by external 
observers. In Guatemala, the systematic violence of the Army against the indige-
nous farmers has disappeared. On the contrary, the Army has been strengthen-
ing an inefficient state apparatus, which has a few stable public workers and 
which is controlled by traditional power groups. This structure is more solvent 
in financial terms as it receives continuous international assistance to develop-
ment and democratization. Consequently, a relatively strong central govern-
ment is further reinforced; furthermore, it is slowly introducing into its agenda 
the need for a territorial planning at various scales and the rebalancing between 
the extremely poor rural areas and the urban nucleus (Aldrey and Rodriguez, 
2008). These plans arc not only just, but they also allow for the raising of 
additional external funds and feed back the political system (Moore, 2004; 
Woods, 2006). 
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The international determinants, under the form of development aids of the 
European Commission, have forced the Guatemalan government to take on the 
planning and the territorial rebalancing as aims, with particular emphasis on the 
less favored rural areas. At this moment, sharp power centralization has devel-
oped a classical and managerial planning model, which attaches great impor-
tance to small and medium cities in the rural development processes (Mattson, 
1997). The starting point is a notion of governance of the country, although the 
recent European and North American convictions recommend that the theoret-
ical design of the model make an explicit reference to the concept of local gover-
nance and to the role of the local actors (Murdoch and Marsden, 1998; 
Connelly at al., 2006; Paniagua, 2009). With reference to this, the 1996 peace 
agreements stress the obligation to consult the indigenous communities for any 
decision affecting them. This consultation is usually realized with results which 
are more theoretical than concrete. The opinion of the communities is dealt 
within the various areas of public management, but, indeed, their opinion is 
given little attention. It has even been noted that the community leaders 
involved in this consultation mechanism compete to represent their people 
every year, because the institutional act involves a visit to the following head 
town, a stay in a hotel and eating conveniently, which is something not ensured 
every day. 

The effort to develop integral planning, similar to the one realized in Guate-
mala in the last period, faces another important difficulty: many municipalities 
have only a minimal structure to take on a dynamic endogenous development. 
In many rural areas, the seats of the local power coincide with the ones of regu-
lar markets, but this is not a location of a fully stable settlement of the popula-
tion. Local leaders, mayors, and other representatives usually act as professional 
politicians, framed in a governmental partisan option that they, however, do 
not hesitate to leave if the presidential elections put at the leadership of the 
State a representative of another group. We are facing leaders, who negotiate 
their survival in a weak democratic system, following the basic principles of the 
patronage-client relationship, both in the upstream and downstream sense 
(Roniger and Eisenstadt, 1984; Hagopian and Mainwaring, 2005). Therefore, 
the proposed territorial planning attaches great importance to the role of small 
and medium-sized cities as drivers of rural development. This is inevitable, since 
these centers are the lowest tier, where the basic structures of the political and 
economic power are established. An interesting option would have been to 
grant competences to the regions of the country, which are territories adapted 
enough to assume the process of internal development processes, with tradition 
of identity (Ray, 1999; Hall and Stern, 2009). Because of the factors mentioned 
and because of the fear that indigenous movements articulate (as it occurs in 
Bolivia or Ecuador) the autonomy aspiration, the possibility of an adequate 
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territorialization to boost local economic potentialities should be discarded. In 
fact, all the models of government in Guatemala agree in defining themselves by 
their interest in minimizing the strong social and ethnic tensions that pervade 
throughout the country. If in the case of the indigenous culture these tensions 
are translated into empowerment of the singular as native, they could undoubt-
edly represent a factor of sustainable development for the future (it is possible to 
think of the international textile crafts made by Maya). 

For these reasons, it has been decided to make a uniform planning for the 
whole territory. It is a model created from the central power of the republic, 
which would be applied in the same way to different regions, districts, munici-
palities and associations of municipalities. From the theoretical point of view, 
we deal with application of classical managerial principles, based on criteria of 
territorial governability. According to the European mid-twentieth century 
examples, there are established plan-territories of strictly functional content. 
These territories are articulated with respect to urban centers, which arc hierar-
chically classified according to their population size. They are aimed at generat-
ing a planning impulse, which slowly comes to the different municipalities, and 
which considers the urban management of infrastructure and equipment, the 
definition of a basic network of public services, from a unitary point of view, 
boosting of economic activity and some environmental preservation consider-
ations. In order to facilitate this process, the aid of the European Commission 
also contemplates training of local technicians and realization of pilot projects 
in some municipalities. Like in the classical examples of territorialization, based 
on a central location with minimum resources (Haggett, 1965; Shuper and 
Valesyan, 1999), the small urban nucleuses have a central role in the implemen-
tation of the planning program. The countryside is therefore subject to the 
dynamizing role of the small and medium-sized cities, in a theoretical tradi-
tional conservative model. In any case, the municipalities are the receivers of the 
whole proposed schema. The construction of their stable administrative struc-
tures is essential in order to discuss the implementation of development policies 
at the local level. This field sees the birth of the principles of the governance, of 
active participation of local actors and autochthon communities, together with 
all the constraints previously commented. Finally, the planning system calls for 
sustainability and social viability of the proposed model. It is once more essen-
tial to voice definite doubts as to the achievement of tangible results for the 
management of an impoverished and heavily dismembered rural. 

Our experience in Guatemala consisted in participating as external experts in 
all this process. By means of the funding from the European institutions, we 
proposed the model to local leaders and technicians. Thanks to the support of 
the tools provided by the GIS, we have also designed a comprehensive base of 
information at municipal level that would be the key tool for the planning, 

http://rcin.org.pl



3 2 Territorial planning as support for local development. A methodology applied to Guatemala 

management and development policies in various municipalities. The work 
enabled us to transfer knowledge and, at a completely different level, it also 
enabled to realize a comprehensive assessment system for local development 
planning implemented in Guatemala. We will try to answer the following ques-
tions with the extensive information at hand: a) Is the external support and the 
import of classical models of territorial management transferred from other con-
texts useful for local development, meant to take place in a very disadvantaged 
rural reality? b) Are the political structures of the country, normalized by the 
peace agreements, ready to undertake sustainable development policies and ter-
ritorial rebalancing? 

Guatemala: a territorial development to build 

Guatemala can be characterized as a country with persistent underdevelopment. 
During the last decades, the demographic dynamics featured an average growth 
rate of 2.6%, the highest one in the region. Such a growth produces very young 
age structure and high population densities. Given Guatemalan climate charac-
teristics, human settlement distribution is concentrated in the central highlands, 
usually in areas of potential natural hazard (valley bottoms, ravines, unstable 
slopes, under active volcanoes, etc.). The rural and urban population shares are 
50%, even if there is a great macrocephaly of its capital, which accounts for 
nearly 40% of the total population of the country. 

Apart from a very strong dearth of infrastructure and equipment, Guatemala 
lacks a rational pattern of land occupation, which might facilitate the develop-
ment and achievement of a higher quality of life. Rural settlements show a high 
dispersion level (with frequent occupation of the most productive lands) and 
a deep shortage of the basic community services (water, electricity, road access, 
etc.). Meanwhile, in the urban areas, the evident infrastructural weakness is 
exacerbated by the competition among various land uses. Yet, in urban areas 
poverty is lower than in the countryside, where poverty rate is three times 
higher (77% versus 29% in urban areas) and four times higher than in the capi-
tal (Sieder, 2008). 

Furthermore, regional differences and the ones among ethnic groups are very 
large. The twenty-three indigenous ethnicities (Maya, Xinca and Garifuna) rep-
resent 45% of the population (according to the conservative World Bank data 
published in 2003), and they account for 72% of the extreme poverty. Thus, at 
least three-quarters of the Indians live below the poverty line, whereas this per-
centage drops to 41% among the non-Indian populations. Inequalities are also 
evident in gender questions; in this case, high female illiteracy rate, 39%, is still 
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Figure 1. Regional and departmental division of Guatemala 

much higher among indigenous women, reaching there 62% (World Bank, 
2003). 

In spite of the fact that macroeconomic indicators reveal a positive growth 
between mid-1950s and mid-1990s, Guatemalan economic base is weak. This 
is due to the strong population growth, which has produced an insignificant 
increase of the per capita income. Important internal seasonal migrations satisfy 
the needs for jobs in coffee, sugar and banana plantations, which are the main 
export crops and the main sources of employment, along with other low skilled 
jobs. During recent years, the international crisis of prices on these agricultural 
products has drastically reduced the possibility of internal migrations, thus 
favoring illegal immigration towards the United States. Its significance is evi-
dent as the remittances sent from the United States represent about the 10% of 
GDP (Migration Information Source, 2006). Let us add that industry has little 
significance, with "maquileras" (textile) locations and companies, whose prod-
ucts are destined to the domestic market. 
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The country is administratively divided into 22 departments and 332 munic-
ipalities. It has 8 regions, that although do not have legal recognition, constitute 
a framework for planning and territorial organization. Nevertheless, municipali-
ties are the closest authorities for the people. On the other hand, given the con-
centration of Guatemala around the capital, its administration is the only visible 
one for the Guatemalans. In addition, there was an attempt of empowerment in 
the democratization processes and the impulses deriving from the signing of the 
1996 Peace Accords, which have become a structural pathway for the State of 
Guatemala (Jonas, 2000). 

In October 2000, a DEMUCA Foundation report about Territorial Manage-
ment and Planning, affirmed that at that time in Guatemala there was no 
approved legislation relating to land use, neither in process before the Parlia-
ment. Indeed, since the return to a democratic system in 1986, the priorities of 
the country included decentralization and electoral reforms to increase the 
opportunities of citizen participation in local government (Sieder et al., 2002). 
In 2009, the situation changed owing to the proposal, still in debate, about the 
Law on Land Management and Sustainable Development (outcome of the elec-
toral process in 2007). 

Territorial management and development should be planned together and 
coordinated (Harris, 2001), especially in an area with limited resources, like the 
analyzed one. In both cases, a global, integral and strategic vision must prevail. 
A final goal is: to improve the quality of life of people with respect to employ-
ment, income, health, transport, education, environmental quality, safety, etc. 
(Ray, 1999). As it is an integral part in planning, it plays a key role for the 
inter-administrative coordination (ESPON, 2004). Further, it is also necessary 
to encourage coherent governmental action and ensure the participation of all 
stakeholders in the planning process (Stocker, 1997). Finally, there is pretence 
of fostering new forms of rural governance, with participatory nature, but this 
reduces to an exercise of local elites, because of the strength of their political 
power (Sieder, 1998). 

Despite the lack of specific legislation on this matter, Guatemala has differ-
ent legal standards directly affecting planning. Those standards that set the 
scales, on which the territory can be framed in terms of political administration, 
are particularly interesting. The preliminary regionalization Act of 1986 intro-
duced the notion of Region, thus dividing the Guatemalan space into eight 
entities relatively homogeneous from geographical and socioeconomic points 
of view. 

The enactment in 2002 of the Municipal Code is of singular importance, 
and it is linked to the political process of decentralization. It introduces the 
image of the Community: a voluntary association of several municipalities for 
the more efficient and effective common provision of a definite public service. 
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But these should not be considered as a direct reference to the territorial plan-
ning. The Municipal Code establishes the responsibilities in the field of territo-
rial and urban management. Among these competences, there is the obligation 
to develop a Territorial Management Plan (POT: Plan de Ordenamiento Terri-
torial) and to boost bringing into operation of Municipal Technical Offices to 
plan and coordinate various territorial public policies. The Code sets out the 
mechanisms for the coordination with the Community Development Councils 
(COCODES: Consejos Comunitarios de Desarrollo) and the Municipal Devel-
opment Councils (COMUDE: Consejos Municipal de Desarrollo). Since the 
Peace Accords the purpose is to create mechanisms enabling citizen participa-
tion, especially among indigenous people and women, both in rural and urban 
areas. For rural areas it is relevant to undertake a theoretical attempt to intro-
duce new organizations of governance through COCODES. 

The municipalities are responsible for urban planning and management. It is 
significant, with what speed Guatemala establishes the general legislation in this 
area. In 1956 it adopted its draft town planning law, which still remains in force 
today. The Draft Law sets the instruments that each municipality should adopt 
to manage its land use (zoning) and urban development. The effectiveness of 
this legal framework has been very low in Guatemala due to the lack of tax sys-
tem that would grant municipalities stable financial resources to influence the 
provision of basic public services. For this reason, the Municipal Code ques-
tions the need for the development of a POT, which can be assimilated to 
a new legal framework regarding urban development. It opens the door to the 
establishment of coordinating mechanisms through programs of municipal 
investment, which are crucial for concrete works. 

At the beginning of the 21" century, there is an almost total lack of means to 
plan the territory. It is possible to rely on planning documents prepared mainly 
by international cooperation teams. These are characterized by being produced 
outside the local and national institutions, and so the vast majority of them 
were not implemented. 

The aspects mentioned, along with the weak democratic culture and gover-
nance, as well as the chronic need for funding, turn the mostly rural Guatema-
lan municipalities into very vulnerable and weak institutions. Several analysts 
(García González, 2005; Galán Vioque, 2006; Samuels Milson, 2007) stress 
that this situation is the result of an overly centralized traditional institutional 
framework and of a series of historical-cultural conditions. Only the socio-polit-
ical breakthrough of the Peace Accords assigned the municipality a unique role 
in the development of all citizenship (Sieder, 1998). Then, the adoption in 
2002 of meaningful laws such as the Decentralization, the Municipal Code or 
the one of the Rural and Urban Development Councils attributed municipali-
ties a significant role in public life. 
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Strategy and territory: the national planning system 

In view of the absence of specific legislation on territorial planning and develop-
ment in Guatemala, the design of the planning tools derives from the National 
System of Strategic Territorial Planning (SINPET: Sistema Nacional de 
Planificación Estratégica Territorial). This is developed within the governmen-
tal body of the General Secretariat for Planning (SEGEPLAN: Secretaría Gen-
eral de Planificación). 

The SINPET pretends to fill a major gap in the governance of Guatemala. It 
is a system allowing greater coordination of public and private actors interacting 
across the territory. It assumes a strategic vision, aiming to promote better 
human development and quality of life. In order to achieve this aim, it intro-
duces planning tools, like the Territorial Strategic Plans of supra-territorial 
nature and the Municipal Development Plans (SEGEPLAN, 2007). These tools 
integrate civic participation through the various levels of development councils. 
In turn, the subsidiarity principle is the conceptual basis for the decentralization 
process, which aims at higher development levels throughout the territory. 

The SINPET draws the structure of the territorial planning tools and a series 
of analysis references that are fundamental to understand the planning system. 
This document is significant to define the Territorial Development Strategy 
(EDT: Estrategia de Desarrollo Territorial). It is essential for the conceptual 
framework of territorial planning (SEGEPLAN, 2006). The EDT studies the 
urban network system, taking into account the demographic criteria and the sit-
uation of the urban centers with respect to the network roads. Although it 
would be welcome to introduce more criteria (function, role in the territorial 
structure and organization of the society, etc.) it is an initial step of interest. Its 
methodology recovers the classical theories of territorial planning based on the 
use of the urban network as development disseminator throughout the territory 
(Hall, 1992). It guides the territorial planning policy towards creation of a de-
centralized performance system, by means of the main urban centers as a sup-
port for spreading the strategies of integral development. 

This matrix planning should be grounded with the investment action of the 
public sector and orient, when possible, private investment. In this sense, the 
EDT is intended to produce the foundations to lead a process that could be 
termed as „concentrateddecentralization*. In other words, it deals with identify-
ing within the urban network those urban settlements that have greater poten-
tial to focus development processes and become places of balance. 

The EDT proposes a classification of the settlements system, whose starting 
point is the main urban reference of Guatemala: Guatemala City. From this, 
different hierarchical levels are established. Upon the analysis of the document, 
the disconnection between the levels of the city system and the political and 
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administrative structure emerges. It would be desirable to enhance this relation-
ship, with the intention to achieve greater supplementarity and synergies in the 
quest for public action. The model proposed by the EDT retrieves traditional 
Western planning proposals (Sachs, 1984; Hildebrand, 1996). In this model, 
rural space is located outside the main development strategics. Despite huge 
gaps in economic and human development of rural areas, this situation seems to 
be repeated in the EDT of Guatemala. 

The EDT provides a list of the main urban centers of Guatemala at different 
scales. It establishes five hierarchical categories of centers: Local Service Center, 
Communitarian Strategic Center, Communitarian Center, Intermediary Center 
and Regional Center. These categories are fixed in the perspective of a demo-
graphic target in the year 2025. The EDT does not indicate the expected popu-
lation of the Local Service Center, but it indicates the population of the other 
kinds of centers, which would respectively be, more or less, at least 5,000, 
35,000, 75,000 and 300,000, respectively. The EDT says that in every town 
there should be a „settlement" that will become „Community Strategic Center" 
(CEC: Centro Estratégico Comunitario), although it is not physically identified 
on the territory. This territorial identification is realized in the case of settle-
ments of superior level, which are listed according to region and department 
(SEGEPLAN, 2006b). These kinds of centers should work as natural centers of 
social, productive and commercial character, providing such services as health, 
education, supply, electricity, rural telephony, security and Internet access. 
They must also rely on a network road ensuring easy communication with the 
minor villages. The aim is to produce some kind of attraction with respect to 
the near rural communities. In this case its identification is highly important, as 
this area can be related with the so called "micro regions", which, in turn, 
become the basic element for the participation of the local population (Paasi, 
2003). 

Once the urban and hierarchical structure of the centers established, the 
EDT proposes the interconnection of the centers through a road network (also 
hierarchical) which would favor the increasing competence both among the 
same centers and with regard to the state Capital. Trade, distribution and com-
mercialization functions would become viable among the different cities and 
administrative regions of the network. Once more, the EDT gives more priority 
to the urban centers than to the rural space, which keeps on having a subordi-
nate status. In accordance with what has been mentioned, the EDT proposes 
the giving up of the public investment according to regions in strategic produc-
tive economic activities, especially in the regional and intermediate centers. This 
is aimed at encouraging the private initiative to start productive activities in 
these places. 
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Table 1. Proposed correlation between administrative levels and the national urban network 

The definitions correspond to criteria set by the designers of this analysis, as they are not indicated in the EDT 
established by SEGEPLAN. 
Source: SEGEPLAN. 2006. 

The previous statements can be summarized in Table 1, where the EDT 
structure interacts with proper contributions. The planning realized should not 
be meant, however, as a completely rigid and unchangeable scheme, as it should 
be adapted to the concrete realities of each territorial context. Still, it is con-
ceived as a reference base that generates a basic planning structure for the whole 
territory. The SINPET must be implemented as a political action line in the 
Guatemalan territory. Its conversion into a legislative document with statutory 
law would be extremely important. This would increase its legitimacy and 
would strengthen the political commitment of the whole process (Licpins, 
2000). Its results and viability are still uncertain. It would be difficult to reach 
a territorial equilibrium with development strategies focused only on the urban 
world. This situation might worsen the gap between rural and urban areas, par-
ticularly given the low investment capacity of the state. 

Territorial planning: municipal scale 
With the intention to promote regional development, the authors proposed, on 
the basis of own experience, a model of planning at the municipal level. The 
proposal originates from in situ work, which was realized in a consultancy of the 
country after the cooperation agreement ended in 2008 between the European 
Union and the Government of Guatemala. The model integrates the urban ter-
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ritorial planning in municipal contcxt, the overall social and economic propos-
als and the investment plans (long term and annual). Its purpose is to allocate, 
to measure and to plan in time the foreseen investments strategies and projects 
identified in previous plans. 

Like the whole planning project, the first step consists in the characterization 
and the analysis-diagnosis of the pre-existing situation (Fig. 2). The database 
must be examined in depth, so that a complete radiograph of the whole munici-
pality might be realized. Likewise, the analytical units should allow for identify-
ing the intra-municipal units. This internal partitioning is very important, as it 

MUNICIPAL PLANNING SYSTEM (MPS) 

http://rcin.org.pl



4 0 Territorial planning as support for local development. A methodology applied to Guatemala 

enables civic participation, tcrritorialization and identification of the specific sit-
uation of each portion of the municipality (Warren, 1987; Hummon, 1990). 
These micro regions must be logically based on geographical and socio-cultural 
criteria. 

After the realization of this activity on behalf of the Municipal Planning 
Office (which relies on technicians trained for this purpose), the Current Terri-
torial Development Model (MDTA: Modelo de Desarrollo Territorial Actual) 
must be established, being a complete vision of the situation of the municipal-
ity. Later on, the Future Territorial Development Model (MDTF: Modelo de 
Desarrollo Territorial Futuro) will have to be prepared, which is nothing else 
but the scenario that planners desire. This last one corresponds to the elabora-
tion of the strategic vision of the municipality, which is the reference for the 
whole planning action. 

In order to realize this strategic vision, the Municipal Planning System 
should generate three differentiated instruments (Fig. 2). The Territorial Plan 
and the Development Plan should consider the long and medium term effects 
(between 12-16 years), while the investment plans should correspond to 4 years 
(coinciding with the election periods), and to one year, linked with the annual 
budget. The content of the plans is constituted by the following items: 

Territorial Management Plan-, this document analyzes the organization of the 
municipal area (roads, settlement structure, location of the population and of 
services, etc). It also sets the basic standards for the land occupation and the ter-
ritory zoning according to various potential uses. 

Local Development Plan: the document proposes the key projects, dealing 
with social and economic conditions, which must be carried out. It covers the 
aspects of training, creation of social web, identification and valuation of pro-
ductive resources, strategies of economic development, etc. (Silva Lira, 2003). 

Investment Plan: it examines the financial viability of projects and actions 
raised in the previous documents. The plan should include the provision of 
public services (Rojas, 2006). 

In this process it is necessary to introduce public participation (Murdoch, 
2000). Taking the system of Development Councils as organizational support, 
two participatory events arc proposed. During the first one, the aim is the 
involvement of the stakeholders to provide qualitative information. It should 
also serve to validate and / or specify the micro-regionalization introduced. 
The second event is of more important implications; it validates the territorial 
analysis from a technical perspective and it gives rise to the future spatial strate-
gies to be defined in the MDTF. From here, the documents of territorial man-
agement and local development there will be prepared, along with the invest-
ment plans. 
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After having realized the proposal, there is evidence that the advanced meth-
odology has been adopted in the development of plans in 60 rural municipali-
ties of Guatemala. The cooperation program „Democratic Municipalities", 
financed by the European Union, gave birth to a professional planning genera-
tion, which followed the references of our proposal. The instruments have been 
drafted, but we doubt whether they have been applied on the part of the 
responsible of the municipalities. The great underdevelopment of the Guatema-
lan rural areas and the enormous institutional weakness of the municipality pri-
oritize the local action in questions of most basic needs. The majority of the 
municipalities had access to this cooperation experience because it was financed 
by external funds, which the local elites considered as an income. At least 
according to our impression, this was the determining factor and not the real 
interest in introducing minimal rules of territorial planning. This situation 
should make us ponder and ask ourselves whether the efforts put into coopera-
tion do have real repercussions in the development and quality of life of the 
potential beneficiaries? 

Conclusion 
In a situation, where the wounds of an armed conflict lasting more than three 
decades are not yet healed, where the poverty, especially in the rural areas, has 
alarming values, the obvious priorities of the public administration have not 
brought the inclusion of territorial management. Although this situation can be 
understandable, such a behavior cannot continue. 

It is possible to observe that during the last years the demographic growth has 
implied a progressive increase of the intense exploitation of soil and natural 
resources. This process is seen both in urban areas, which show an uncontrolled 
and spontaneous growth of their nearest peripheries, and in the rural areas, 
where the anarchic dispersion of the new constructions implies high costs for 
the collectivity (loss of productive space, difficulties in providing public services 
and consequently bad quality of life). 

It is precisely this framework that motivates us to present some basic spatial 
planning criteria that can serve as a benchmark to guide the action of human 
occupation on the territory. The land management provides indisputable bene-
fits to the main part of the society with respect to quality of life (access to public 
services, preservation of natural resources, security, etc.) and to the potential of 
economic development (to reduce incompatibilities of use, to ease production 
factors, etc.). 

A progressive culture of territorial planning and management must be gradu-
ally introduced. This is a slow process, which needs to begin by combining pre-
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cautionary decisions. First of all, the most significant and influential stake-
holders, especially the municipal local politicians, must understand the impor-
tance of a simple classification of land uses in order to improve the quality of 
life and encourage the potential productive development. The territorial man-
agement is not only based on public investment and on the availability of finan-
cial resources, but, according to us, of very high importance is the existence of 
politicians' will to elaborate and interpret the basic principies and to respect 
them. Against this process, the striking institutional weakness of the country 
plays a central role; it impedes continuity in development initiatives in the 
four-year political shifts (the president can be elected for only one term) involv-
ing complete dismantling of the administrative structure and building of a new 
one. Moreover, municipalities have difficulties in meeting their responsibilities 
for the provision of basic services to the population because of the endemic lack 
of funds. Finally, also external initiatives, with the import of classical models of 
territorial management of proven success, have failed, because of the manifest 
impossibility of maintaining the structures established once they cease to be 
financed by international cooperation agencies. 
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Challenges and perspectives 
of rural development in Ukraine 

Abstract. The paper discusses the trends and issues of rural development in Ukraine. It is 
concluded that the main reason of the current deplorable situation in rural Ukraine is that the 
existing approach, related to the development of rural areas is not sufficiently focused and 
targeted to deal with the problems of the population there. That is why it is necessary to work 
out the well-defined rural development strategies, which would allow the country to ensure the 
development of rural territories, to increase the competitiveness and the viability of the rural 
economy, and to improve the quality of rural life. 

Keywords: rural development, rural policy, Ukraine 

Introduction 

The process of formation of market economy in Ukraine requires positive 
changes in respect to development of rural territories, an improvement of their 
viability and creation of adequate socio-economic conditions for rural dwellers. 
Taking into account, on the one hand, the existing deplorable situation within 
the rural areas in Ukraine, and, on the other hand, the great potential, which 
exists in the Ukrainian rural economy, it is obvious that new approaches should 
be introduced to overcome these problems, to ensure the development of rural 
territories, and to facilitate the adaptation of the rural sector to the conditions 
of market economy. This is particularly important for Ukraine because of its 
recent entry into the World Trade Organization and its intention, as a long-
-term perspective, to join the European Union (EU). 
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To solve the existing rural issues, it is necessary to work out the appropriate 
rural development policy. According to O E C D (2006), this policy is needed for 
at least three reasons. First, rural areas face significant challenges that under-
mine territorial cohesion within countries. Second, rural areas often possess 
largely unused economic potential that could be better exploited and thus con-
tribute to the well-being of rural citizens and to the overall national develop-
ment. Third, neither sectoral policy nor market forces are able to fully account 
for the heterogeneity of challenges and potentials of rural regions and to cope 
with positive and negative externalities. 

As stated by Bertini et al. (2006), a more effective rural development policy 
should be based on the following principles: 

• identification of clearer objectives; 
• expansion of the nonfarm economic base; 
• making rural life more attractive through the provision of basic services and 

amenities. 
The experience of the EU countries proves that the most active factors, 

which could promote more effective development of rural regions, are human 
capital and social capital. Human capital represents skills, knowledge, ability to 
work and good health that together enable people to pursue different livelihood 
strategies and achieve livelihood objectives (Buchenrieder et al., 2007). This 
capital is mostly referred to by the term „capacity building", but it is also pres-
ent in any action encouraging innovation and entrepreneurial risk-taking 
(Schuh et al., 2006). 

Social capital is defined as norms, values, and trust embodied in the specific 
structural forms (e.g. networks, associations, groups etc.). The relevance of 
social capital for transitional processes in the central and eastern European 
countries is explained by the importance of ensuring informal institutional 
changes, together with the formal ones, especially with regard to growing roles 
of individual responsibility, informal relations, and bottom-up initiatives 
(Valentinov, 2003). 

The above-mentioned types of capital are a basis of creation of public-private 
partnerships - local action groups (LAGs), which have a significant impact on 
development of rural territories in the EU countries. Such a group is an original 
and important feature of the LEADER approach. The LAG has the task of 
identifying and implementing a local development strategy, making decisions 
about the allocation of its financial resources and managing them (European 
Commission, 2006). 

The aim of our paper is to provide an overview of main concepts of rural 
development, analyze tendencies of development of rural territories in Ukraine, 
and identify directions for improvement of the viability of the countryside, cre-
ation of favorable living conditions for rural residents, and the growth of the 
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rural economy in the long-term perspective, taking into account the experience 
of the EU countries. 

Concepts of rural development 
There are various definitions of rural development. For instance, Anriquez and 
Stamoulis (2007) define rural development as development that benefits rural 
populations; where development is understood as the sustained improvement of 
the population's standards of living or welfare. 

Nemes (2005) pays attention to a concept of integrated rural development, 
which is considered as an ongoing process, involving outside intervention and 
local aspirations; aiming to attain the betterment of living standards of groups 
of people living in rural areas and to sustain and improve rural values; through 
the redistribution of central resources, reducing comparative disadvantages for 
competition and finding new ways to reinforce and utilize rural resources. 

According to Hubbard and Gorton (2009), there are four models of rural 
development: 

• agrarian, 
a exogenous, 
• endogenous, 
a neo-endogenous. 
The agrarian model is based on the belief that the essence of rural is agricul-

ture. This has taken two forms: productivist and multifunctional. According to 
the first form, the primary function of the rural economy is to produce food 
and fibre. Success under this model is measured in terms of the marketable sur-
plus of farms and improvements in productivity. The task of policy is to sup-
port research and development that improves agricultural productivity and to 
put in place the supporting measures for domestic market and trade that ensure 
the continuation of farming (Hubbard and Gorton, 2009). 

In the past, the agricultural sector was often the engine of growth in rural 
economies and represented the predominant source of rural income, employ-
ment and output. Consequently, rural and agricultural issues were considered 
to be virtually synonymous and it was often assumed that agricultural and rural 
objectives could be pursued through a single set of policies designed to aid the 
transition of the agricultural sector. That situation has changed, principally 
because agriculture is no longer the main sector in rural regions, either in terms 
of output or employment (OECD, 2006). So, international experience shows 
that the productivist form of the agrarian model is not sufficient because of the 
declining share of agriculture in gross domestic product, continuing globaliza-
tion, and increasing competition in world markets. 
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The second agrarian model is based on multifunctional agriculture. The term 
multifunctional agriculture implies that agriculture provides more than what is 
traditionally perceived as its main function: producing food and fiber. The cen-
tral elements of multifunctional agriculture are: 

• landscape: biodiversity, cultural heritage, amenity value of the landscape, 
recreation and access, scientific and educational value, 

• food related issues: food security, food safety and food quality, 
• rural concerns: rural settlement and economic activity (Romstad et al., 

2000). 
So, this approach takes into account the fact that agriculture produces many 

commercial goods, as well as other goods that do not have markets or the mar-
kets for those goods function inefficiently. As a result, in agricultural activities 
there are many spheres of „market failures" that have a positive or negative char-
acter (Wilkin and Klepacka, 2005). 

The exogenous development model put industrialization at the center of 
development of rural regions. The key principles of this model centered on 
economies of scale and concentration. Urban centers were regarded as growth 
poles for the economic development of rural areas. The function of rural areas 
was primarily to provide food for the expanding cities, and the development 
problems of rural areas were diagnosed as those of marginality. Rural areas were 
distant technically, economically and culturally from the main (urban) centers 
of activity and in all of these respects were considered „backward" (Ward et al., 
2005). In this case, policy should be geared towards attracting capital, princi-
pally branch plants to relocate in the countryside. Under this approach, varia-
tions in rural development are explained by differences in the extent, to which 
they can attract external capital and offer resources that are useful to urban-led 
development, particularly land and labor (Hubbard and Gorton, 2009). 

In contrast to the previous model, the endogenous model sees local resource 
endowments - climate, land fertility, and environmental quality - and the spe-
cific characteristics of human and cultural capital, as providing the fundamental 
conditions for long-term rural development. The main purpose of this perspec-
tive is to improve local economic and social circumstances through mobilizing 
internal resources (Ward et al., 2005). 

This model has the following features: 
• key principle: the specific resources of an area (natural, human and cul-

tural) hold the key to its sustainable development; 
• dynamic force: local initiative and enterprise; 
• functions of rural areas: diverse service economies; 
• major rural development problems: the limited capacity of areas and social 

groups to participate in economic and development activity; 
o focus on rural development: capacity building (skills, institutions and infra-

structure), overcoming social exclusion (Lowe et al., 1998). 
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The neo-endogenous model is based on institutionalist theories of develop-
ment. Such theories maintain that the key to local development is building 
a local institutional capacity able both to mobilize internal resources and to 
cope with the external forces acting on a region. This perspective emphasizes 
not only that economic or business development needs to be embedded in the 
region, but that the means of achieving this objective is through the participa-
tion of local actors in internal or external development processes (Ward et al., 
2005). 

The main characteristics of the neo-endogenous approach are: 
• key determinants: interaction between local and global forces; 
• drivers of growth: globalization, knowledge economy; 
• functions of rural areas: participation of local actors in local and external 

networks and development processes; 
• major rural development issues: resource allocation and competitiveness in 

a global environment; 
• focus on rural development: enhance local capacity and actors participation 

to direct local and external forces to their benefit (Hubbard and Gorton, 
2009). 

Using the neo-endogenous approach, development based on local resources 
and local participation can be animated from three possible directions, sepa-
rately or together: 

• by actors within the local area, 
• from above, by national governments and/or the EU, 
• from the intermediate level, particularly by nongovernmental organizations 

which see in endogenous development the means by which to pursue their 
particular agendas (Ray, 2006). 

Among programs, which are related to development of rural regions, and 
which have been successfully implemented in the EU countries for a long 
period of time, featuring innovative aspects, it is first of all worth mentioning 
the LEADER initiative. The LEADER program has gained reputation for 
standing for a particular approach to rural development. The LEADER 
„method" includes the following features: 

• the area-based approach, 
• the bottom-up approach, 
• the local partnership, 
• innovation, 
• multi-sectoral integration, 
• inter-territorial co-operation (including trans-national co-operation), 
• networking, 
• decentralised management and financing (Tôdtling-Schônhofer et al., 

2004). 
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According to Lowe et al. (1998), the essential elements of the LEADER pro-
gram are: 

• to explore innovative approaches to rural development (and that could be 
transferable to other areas), 

• through essentially low cost projects, 
o organized around a locally-controlled organization, 
• to animate the participation of local people and organizations in develop-

ment projects in the social, economic, cultural and environmental fields, 
• funded by a block grant from the EU but requiring matching funding from 

local/regional/national public and private bodies. 
The LEADER method shows its organizational originality at the local level 

in the role and functioning of the local action groups (LAGs), which play a key 
role as the "crossroads" of the complex system of vertical and horizontal rela-
tionships. The functions of the LAGs can be summarized as follows: 

• managing the program and its funds, 
• developing local development plans, 
• handling the final beneficiaries' requests and carrying out the payments to 

them, 
a analyzing, selecting, and following up the projects (OECD, 2006). 

Demographic and socio-economic changes 
in rural areas of Ukraine 

The problem of rural development in Ukraine has multiple aspects and is con-
nected with various social and economic processes. First of all, it is related to the 
worsening of the demographic situation in rural areas of Ukraine. The total 
number of rural population decreased from 16.8 million people in 1990 to 
14.7 million people in 2007, or by 12.5%. First of all, this tendency could be 
explained by the fact that, during this period, the birth rate of the rural resi-
dents went down from 12.7 to 10.7, while the death rate increased from 16.1 to 
20.1. As a result, the growth rate declined from -3.4 to -9 .4 (State Commit-
tee..., 2008). The rural population also shrank due to the constant outflow of 
the most active part of the rural dwellers - young people — from villages to 
urban settlements. The decline in number of births took place owing to the sig-
nificant deterioration of the socio-economic living conditions of rural families, 
the reduction of the number of marriages, the rise of the divorce rate, and the 
worsening of the state of health of rural inhabitants. Hence, the number of rural 
families having many children fell significantly. In contrast, childless families 
became much more widespread. The increase of mortality occurred because of 
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the negative impact of social, economic, ecological, and other factors, as well as 
the inadequate level of medical services in the countryside. 

Rural depopulation expanded to almost all rural settlements. For instance, in 
2005, 12.4% of villages did not have newborns at all. Between 1991 and 2005, 
the share of rural settlements which did not have children less than 5 years old 
and young people grew from 8.8% to 10.6% and from 4.5% to 5.8% respec-
tively. In 2005, there were 25.7 thousand villages (or 90.1% of the total num-
ber), which were characterized by excess of deaths over births. 

The deteriorating demographic characteristics have been accompanied by 
changes in the rural population structure. For the period 1991-2007, the most 
significant decline was observed in the population under working age (by 
30.7%). The share of young residents in the total rural population structure 
shrank from 22.2% in 1991 to 17.6% in 2007. The substantial reduction of the 
share of people under working age creates an unfavorable demographic prereq-
uisite for the reproduction of the rural population and the rural labor force in 
the near future and the long-term perspective. It means that the ageing of the 
rural population intensified. If the tendency with respect to the young age 
group continues, even the simple reproduction will not be possible for rural 
areas in Ukraine (Yakuba, 2007). 

The distribution of villages by number or rural residents worsened as well. 
The share of small villages with the population number less than 49 dwellers 
went up from 10.0% in 1990 to 13.9% in 2005. At the same time, the share of 
rural settlements with more than 1000 inhabitants decreased from 17.7% to 
15.1%. So, owing to the fragmentation of the villages, two clear tendencies took 
place in rural districts: the decrease of the number of large settlements and the 
increase of the number of small settlements. The number of dwellers in an aver-
age statistical village fell from 590 people in 1990 to 534 people in 2006. Due 
to the deterioration of the demographic situation, around 33% of rural settle-
ments are on the verge of self-reproduction and are in the degraded category 
(Institute of Agrarian Economics..., 2003). In general, the demographic crisis 
and the fragmentation of the villages are linked. On the one hand, the fragmen-
tation of rural settlements is a logical result of unfavorable demographic pro-
cesses, which take place in the rural sector. On the other hand, to a certain 
degree, this is a reason and a factor, causing the deepening of the demographic 
crisis (Balanovska et al., 2000). If the structural deformation processes continue 
in the rural areas at the current rate, they will lead to the complete disappear-
ance of small rural settlements and the beginning of irreversible degradation of 
the countryside. 

So, unfavorable demographic tendencies confirm the lack of positive changes 
with regard to socio-economic development of rural territories in Ukraine. The 
main reason of this situation is inadequacy of the existing demographic policy, 
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which leads to the worsening of the rural population structure and continuation 
of degradation processes of the countryside. Among other reasons, one should 
also note the lack of adequate social and living conditions for rural people and 
the deterioration of the state of health of the rural population and the ecological 
situation of rural regions. As a result, rural areas lose the ability of proper func-
tioning and reproduction, as well as attractiveness in terms of living conditions 
and production activities. 

Significant changes have been observed with respect to employment of rural 
inhabitants. The number of rural inhabitants employed in the place of residence 
shrank from 6.1 million people in 1990 to 2.3 million people in 2005 (or by 
62.3%). During the period 1990-2005, the number of rural residents 
employed in agriculture decreased by 69.1%, in industry - by 77.8%, and in 
the social sphere - by 37.8%. For rural dwellers employed in the place of resi-
dence, the agricultural sector still remains the main sector of employment. For 
example, in 2005, 13.8% of the rural population worked in agriculture, not 
considering rural dwellers employed only on household plots. In terms of the 
attractiveness of the labor market, its real capacity, and income opportunities, 
villages are in a worse situation as compared with urban areas, where processes 
of development of productive forces are more intensive and successful 
(Shepotko et al., 2003). 

The number of rural inhabitants who had jobs outside their rural settlements 
was 1.5 million, or by 11.5% more than in 1990. During the same period, sub-
sistence farming became one of the most important types of economic activities 
of the rural population. Between 1990 and 2005, the number of rural residents 
working on individual plots grew by the factor of 11.9 (State Committee..., 
2006). This sharp increase occurred because of restructuring of the former col-
lective agricultural enterprises and the substantial reduction of their labor force. 
The majority of rural inhabitants, who lost their lobs in agricultural enterprises, 
became small farming operators, due to the lack of other employment and 
income earning opportunities in rural districts. So, this tendency cannot be esti-
mated as a positive fact. Besides, it is worth noting that, as a rule, individual 
plots are based primarily on manual labor and have low level of productivity. 

During 1999-2007, the rate of rural employment grew from 54.8% to 
61.5%, while the rate of rural unemployment dropped from 6.3% to 5.4%. At 
first sight, these changes could be treated as positive with respect to the rural 
labor market. However, one has to take into account that, according to the pro-
gram of survey of economic activities of population in Ukraine, rural residents 
who are engaged in the individual plots and sell their products at a market (at 
least, partly) are considered as employed (Institute for Demography..., 2007). 
Let us also note that the share or rural inhabitants working in the household 
plot sector has been constantly growing. In 2005, it amounted to 41.0%. So, 
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the changes of the rates of rural employment and unemployment were mainly 
connected with the use of the above-mentioned statistical approach. That is 
why the employment possibilities for rural inhabitants did not improve essen-
tially during this period. 

The unfavorable situation is observed with respect to the educational and 
professional level of the rural residents. This is particularly related to people 
who work in agriculture. This factor has a negative impact on the reproduction 
of productive forces, formation of labor supply, the ability to deliver competi-
tive products to the market, and development of non-farm activities in the rural 
districts (Shepotko et al., 2003). It is worth stressing that the level of unemploy-
ment increases not only among the rural inhabitants, who are not competitive 
in the labor market due to the lack of practical skills or the low educational 
level, but also among people with the high educational level and professional 
qualification. So, the economic deterioration of human capital became a serious 
problem for Ukraine (Borodina, 2003). This deterioration has the following 
directions: 

• the depreciation of knowledge and skills obtained previously and related to 
the former centralized system, 

• the depreciation and the deterioration of knowledge and skills which are 
not used because of unemployment and the constant release of the eco-
nomically active population from the production process (Betliy et al., 
2006). 

Moreover, the rural labor market also includes a significant part of hidden 
unemployment, which is not taken into consideration by the official statistics. 
The number of agricultural workers with this type of unemployment is esti-
mated between 1.0 and 1.3 million people (Institute of Agrarian Economics..., 
2000). The complicated situation with the rural employment is also connected 
with the fact that a large share of villages does not have any legal entities 
engaged in economic activities. For instance, in 2005, this share was 49.3% 
(State Committee..., 2006). Such tendencies lead to the inability of the major-
ity of rural settlements of carrying out economic functions and bring about 
destructive processes in the territorial organization of rural areas (Institute of 
Agrarian Economics..., 2003). 

Considering the standard of living of rural dwellers, the attention should be 
paid to the total rural household revenues. From 2000 to 2006, they rose from 
458 to 1497 Ukrainian hryvnias, or by 3.6 times. However, considering the 
increase of the index of consumer prices by 1.58 times in the same period, the 
real increase of total rural household revenue was significantly lower. Besides, 
the ratio between rural and urban households with respect to total revenue 
dropped from 1.1 in 2000 to 0.9 in 2006. By 2006, total expenses of a rural 
household increased 2.4 times compared to 2000. Though, as it was also noted 
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for the total revenue, rural households lagged behind urban households in terms 
of total expenses. For instance, in 2006, the respective ratio was 1.2. The most 
significant part of total rural household budget was spent on food, although its 
share decreased from 74.1% in 2000 to 61.5% in 2006. According to interna-
tional standards, this budget structure is typical for the population living in 
poverty. The share of rural inhabitants with average per capita monthly total 
expenditures below the minimum living wage threshold decreased from 82.6% 
in 2000 to 63.9% in 2006. At the same time, the ratio of total expenditures of 
the richest 20% to the poorest 20% of the population rose from 4.0 times in 
2000 to 4.2 times in 2006. Although the growth of total revenues and expendi-
tures had a certain positive impact on the level of living of rural inhabitants, it 
did not lead to significant reduction of the rural poverty rate and income dis-
parity between various groups of rural population. 

The food consumption pattern of rural residents changed completely. For 
the period 1990-2007, the consumption of main food products shrank signifi-
cantly, including meat and meat products - by 28.1%, milk and milk products 
- by 27.2%, fruits, berries, and nuts - by 43.2%. In 2007, compared with the 
recommended rate of food consumption, rural population actually consumed 
only 61.2% of meat and meat products, 71.9% of milk and milk products, 
75.0% of eggs, 66.4% of vegetables and melons, and 28.0% of fruits, berries, 
and nuts. However, the opposite tendency took place with regard to vegetable 
oil and bread and bread products, for which the actual consumption rate 
exceeded the recommended rate by 54.5% and 35.7%, respectively. The main 
reason of this situation was the lack of adequate incomes of rural residents to 
ensure sufficient nutrition. Under these circumstances, in order to compensate 
to some extent for the unbalanced structure of nutrition, rural people were 
forced to consume other less expensive types of food products. As a result, it 
caused the decrease of the biological potential and the deterioration of the state 
of health of rural dwellers, as well as the intensification of the unfavorable 
demographic processes in rural regions. 

The other important factor is provision of rural settlements with technical 
infrastructure. Despite the slight increase of the quality of housing amenities, 
villages continued to lag substantially behind urban settlements in this respect. 
For instance, in 2007, the share of rural households with running water, sewer 
systems, and central heating was 21.6%, 17.4%, and 26.9%, respectively. The 
corresponding figures for urban households were 76.9%, 75.7%, and 74.7%. 
The only exception for rural households was gas supply. The share of house-
holds with gas supply grew from 79.4% to 84.5% between 1995 and 2007 
(State Committee..., 2008). 

The negative trends, which took place in the rural regions, led to the signifi-
cant reduction of the number of educational, cultural, and medical infrastruc-
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ture facilities. In 1990-2005, the provision of rural settlements by pre-school 
organizations fell from 44.1% to 23.2% and by district hospitals - from 5.1% 
to 2.6%. During the same period, the share of villages, which had club-houses 
dropped from 72.8% to 55.3%, and libraries - from 64.8% to 50.9%. The sub-
stantial deterioration of the provision of rural regions by social infrastructure 
could be explained by the fact that the majority of these facilities in the former 
Soviet Union belonged to agricultural enterprises. These enterprises ensured the 
maintenance and construction of rural infrastructure facilities. As a result of the 
farm restructuring, a significant portion of these facilities have been transferred 
from collective and state agricultural enterprises to the municipal property. 
According to the existing legislation, at least 0.5% of the gross domestic prod-
uct should be directed to rural social infrastructure development. Though, due 
to the constant lack of budget resources, these funds were not provided to rural 
authorities. Even the maintenance of the existing social infrastructure became 
highly problematic, not to mention construction of new facilities. For example, 
in 2005, 26.9% of pre-school organizations, 23.0% of schools, 42.1% of 
club-houses, and 21.6% of hospitals were in need of capital repairs (State Com-
mittee..., 2006). In the period 1990-2007, the volume of construction of the 
majority of rural infrastructure facilities decreased drastically, including: schools 
- 1 2 times, pre-school organizations - 200 times, hospitals - 16 times, and 
club-houses - 40 times (Borodina et al., 2008). 

The situation is also quite complicated with regard to rural roads. In 2005, 
7454 rural settlements (26% of their total number), with population of 2.4 mil-
lion people, did not have hard surface roads at all. Among these villages, 1531 
(21%) and 799 (11%) rural settlements were situated within 5-10 kilometers 
and more than 10 kilometers away this type of roads, respectively. In general, 
the share of hard surface roads was only 44.5% of their total length in rural dis-
tricts. The provision of rural settlements with transportation services is at a low 
level as well. For instance, in 2005, 7.6 thousand villages did not have stops of 
public transportation; 23% and 6% of these rural settlements were located from 
the nearest stop within 5-10 kilometers and more than 10 kilometers, respec-
tively. So, the rural transportation system does not create appropriate condi-
tions for development of rural regions. 

It should be noted that, up to now, a separate government institution, meant 
to resolve rural development issues, has not been established in Ukraine. The 
budgetary financing for the rural development measures is mainly provided 
through the Ministry of Agricultural Policy of Ukraine. Some other ministries 
and government agencies also have several programs related to development of 
rural regions. The significant part of the Ukrainian society has the point of view 
that socio-economic issues of rural territories should be solved primarily on the 
basis of the agricultural production. Rural policy is considered only as a compo-
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nent of the agricultural policy. The resources for development of rural districts 
are included in budget expenditures directed to agriculture. 

In respect to the budgetary funding, the priority is given to agricultural pro-
duction (Table 1). In 2007, the largest shares of budget resources were provided 
to financial support of crop and livestock production (29.0%), training and 
qualification improvements of specialists and workers for rural production and 
social sphere (15.5%), and management of the agro-industrial complexes 
(14.6%). At the same time, only a small part of budgetary funds was allocated 
for development of rural areas and the solution of rural problems. For instance, 
just 0.2% and 0.3% of the budget transfers were spent on dissemination of 
experience and consulting services and development of rural infrastructure cor-
respondingly. 

Table 1. The structure of budget expenditures on agriculture in 2004-2007, % 

Source: Borodina et al., 2008. 

http://rcin.org.pl



Serhiy Moroz 5 9 

So, the current situation is characterized by insufficient attention paid to 
socio-economic conditions of rural territories, including the maintenance and 
development of social infrastructure, provision of rural dwellers with educa-
tional, medical, and utility services, etc. These conditions have a non-commer-
cial nature. Because of the lack of well-defined rural development policy, the 
majority of the limited budget resources are directed to cover the current 
expenses of the agricultural production, while only a small portion of funds is 
allocated to support for the development of rural areas (Moroz, 2007). 

Recommendations 
The natural question is the following: What measures should be taken to 
improve the situation concerning development of rural territories in Ukraine? 
We suppose that to solve rural development problems more effectively, it is 
expedient to separate rural development policy from agricultural policy. These 
policies, of course, should by no means be mutually opposed. They can only be 
regarded as interdependent and supplementary. Though, taking into consider-
ation the above-mentioned peculiarities and the necessity to adapt the rural ter-
ritories and the rural economy to market conditions, as well as the appropriate 
experience of countries of the European Union, an explicit rural policy will cre-
ate better opportunities for implementing a comprehensive approach to the 
development of rural regions, to promotion of economic growth, and to 
improvement of living conditions for rural people. The national rural policy 
needs to have a comprehensive, well-defined long-term strategy. In this context, 
rural development policy should be based on the following principles (Fig. 1): 

• agricultural multifunctionality, 
• integrated territorial approach, 
• decentralized approach, 
• improvement in the quality of rural life. 
Agricultural multifunctionality is an important factor, which will provide the 

basis for reforms and policy changes in the rural sector. Owing to 
multifunctionality, there will be a possibility of finding an appropriate balance 
between commercial and non-commercial aspects of development of rural terri-
tories. It is necessary for Ukraine to move away from the traditional approach, 
focused on the agricultural production, to other essential elements concerning 
agricultural multifunctionality, including food related issues, landscape, and, of 
course, socio-economic development of rural settlements. 

The experience of the EU countries confirms that the traditional sectoral pol-
icy does not guarantee the positive results due to the impact of globalization and 
the growth of competition in the world markets. Thus, the rural policy ought to 
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Figure 1. The proposed principles of rural development policy in Ukraine 

be directed toward the integrated development of rural areas and resolving their 
economic, social, ecological, and other issues. To achieve these aims, the long-
-tcrm rural development program should be elaborated and implemented in 
Ukraine. 

For the coordination of rural development activities at the national level, it is 
necessary to establish the National Agency for Rural Development. This agency 
could be also responsible for the introduction of the above-mentioned rural 
development program. We suppose that all rural development measures should 
be divided between the axes, as it takes place in the EU countries. This 
approach will provide a good opportunity for improving the allocation of bud-
get resources and to ensure the effective monitoring and evaluation of the rural 
development program in Ukraine. 

Effective implementation of the rural development program is directly con-
nected with the improvement of the quality of rural human capital. Unfortu-
nately, its current level is quite low. For instance, in 2006, the share of the rural 
inhabitants older than 25 years with complete higher education was only 9%, 
while 21% of rural dwellers of the same age group did not have even secondary 
education (Borodina et al., 2008). 

As shown in Figure 2, the level of rural human capital could be improved 
using the following directions: 

• quality of education, 
• special educational and training programs, 
• extension services, 
• LEADER approach. 
First of all, the rural educational system has to be enhanced. Its main goal 

should be development of human potential in rural areas and creation of oppor-
tunities for rural dwellers to obtain practical skills, which will allow rural inhab-
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Figure 2. The principal directions of the improvement of rural human capital 

itants for finding jobs and earning adequate incomes. That is why educational 
establishments should pay more attention to practical training of students and 
their ability to work effectively in current economic conditions. 

The subsequent direction for development of human capital is connected 
with working out of special educational and training programs. These programs 
should be aimed at the rural unemployed. It is essential to retrain them, in 
order to give them the possibilities of improving professional skills or acquiring 
new professions, which are in demand in the rural labor market. Also, appropri-
ate measures should be taken to facilitate development of rural entrepreneur-
ship, including formation of business incubators, introduction of special train-
ing schemes and courses related to starting of a business, etc. 

Extension services also play a significant role in the enhancement of human 
capital. They provide a continuous increase of the educational level of the rural 
population through the transfer of knowledge and practical skills. Besides, 
extension services include information and consulting functions ensuring 
proper access of rural entrepreneurs to market information. Let us mention that 
Ukraine has already had positive experience with regard to extension services 
(Borodina, 2003; Talavyrya, 2008). It is necessary to continue the formation of 
the national extension network and dissemination of experience of extension 
service centers, which operate successfully in Ukraine. 

Rural residents should be directly involved in socio-economic transforma-
tions of rural territories. The effective implementation of rural development 
programs will be possible only if rural inhabitants arc interested in their realiza-
tion. Rural inhabitants should become initiators and active participants of rural 
transformation processes and have real opportunities to influence the deci-
sion-making processes. In this context, the necessary precondition is the decen-
tralization of rural development in Ukraine. This could be achieved through 
implementation of a program similar to the LEADER initiative. This program 
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has already shown positive results in the EU countries. It is well known that the 
LEADER community initiative is based on the territorial approach and the 
integrated innovative strategies for development of rural areas. Besides, the spe-
cific feature of the program is the bottom-up approach, giving an opportunity 
for rural dwellers to participate directly in the decision-making and to select pri-
orities for development of rural regions. 

One of the main components of the LEADER program is the local action 
group (LAG). The structure of the group can be seen in Figure 3. The groups 
should be formed taking into account the needs of a certain rural territory and 
ideas and initiatives of the local rural community in this respect. They could be 
created with the participation of the rural dwellers, local authorities, associa-
tions, public organizations, investors, etc. The significant feature for the estab-
lishment and further activities of LAGs is to ensure common understanding of 
the aims by all group participants and the coordination of their joint actions. 

From our point of view, the implementation of LAGs in Ukraine should 
start from special pilot projects. With regard to their potential participants, par-
ticular attention ought to be devoted to rural communities that will be really 
interested in the accomplishment of project tasks and have a considerable 
potential for development. 

The international experience shows that, within the framework of established 
local action groups, positive changes in respect to the level of cooperation of 
rural inhabitants, public organizations, and local authorities take place. As 

Figure 3. The structure of a Local Action Group 
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a result, the trust between group participants is gradually built. Besides, this 
should lead to comprehension that a possibility of the solution of rural develop-
ment issues depends, to a significant extent, on the ability of the participants to 
unite, generate new ideas, reach compromises, and attract new participants for 
the achievement of group goals. 

The experience of LAGs will be a basis for development of human potential 
of their participants. Consequently, it will influence positively on the resolution 
of issues of rural territories. If the pilot projects are implemented successfully, 
residents of other rural regions, where such groups have not yet been created, 
will be interested in studying and understanding the experience and opportuni-
ties for the solution of local issues due to the activities of these groups. 

The necessity for networking between LAGs in Ukraine will arise at a certain 
stage of their development. Networking could create favorable conditions for 
joint actions, concerning discussion of existing rural issues, evaluation of effec-
tiveness of program measures, and working out of long-term recommendations 
on development of rural territories. 

It is important that proposals on creation of LAGs be elaborated by local 
communities. The use of the bottom-up approach will provide good opportu-
nity for that (Fig. 4). To ensure the integrated development of rural areas, 

Figure 4. Implementation of the bottom-up approach for promotion of integrated rural development in 
Ukraine 
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a clear competition procedure for project selection has to be implemented. In 
our opinion, the National Agency for Rural Development should be responsible 
for this procedure. 

It should be also mentioned that the monitoring and evaluation iystem does 
not exist in Ukraine. At the same time, it is an essential component of rural 
development policy in the countries of the European Union. This system ought 
to be introduced in Ukraine as well. It should be used by the Naticnal Agency 
for Rural Development to control and evaluate all rural development measures. 

The experience of the LEADER program in the EU countries confirms that 
the combination of the bottom-up approach and the traditional programs of 
national and/or local authorities creates proper conditions for integrated devel-
opment of rural territories. The LEADER approach works well in quite differ-
ent situations and types of areas (European Commission, 2006). It is also 
important that this program is supposed to ensure the effective and manageable 
rural development policy even in conditions of limited financial resources (The 
World Bank / FAO, 2001). 

Conclusions 
So, the implementation of a program similar to the LEADER initiative will sig-
nificantly improve the socio-economic situation of rural territories, create pre-
requisites for their integrated development, and enhance the quality of rural life 
in the long-term perspective. Also, introduction of this program will give the 
possibility for the rural residents to participate directly in resolving of local 
issues, unlock the long-term potential of rural regions, and improve the effec-
tiveness of the rural development measures in Ukraine. 

Thus, we propose that implementation of the well-defined rural develop-
ment strategies and decentralization of rural development using the approach 
similar to the LEADER program will allow Ukraine to ensure the development 
of rural territories, increase the competitiveness and the viability of the rural 
economy, and to improve the quality of rural life. 
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Rural areas of economic success 
in Poland - diagnosis and conditioning 

Abstract. The main aim of the work described here has been to achieve a theoretical 
understanding of rural areas of economic success, as well as the factors stimulating economic 
progress in the Polish countryside. The search for rural areas of success involves space which is 
not in general „susceptible" to economic success and in most senses constitutes Poland's 
economic periphery. Thus, to be successful in the meaning of this study, an area should be 
characterised by a positive course to socioeconomic processes, which are promoting or 
strengthening the development of the said area's spatial and functional structure. 

The research carried out shows that the most success-prone rural areas are those situated 
around large cities. The further towards the periphery an area is located, the more difficult it 
becomes for it to achieve any economic success not associated with agricultural activity. 

Key words: economic success, economic development, regional disparities, rural areas, Poland 

Introduction 
Work on disparities to levels of regional or local development usually identifies 
two mutually-exclusive categories of area, i.e, the area of growth and the area of 
economic stagnation or decline. While areas of growth enjoy dynamic economic 
development, migratory influxes of people, increasing prosperity and multi-
functionality, areas of decline - often dubbed problem areas (Banski, 2001) -
suffer from high levels of unemployment, an unfavourable demographic struc-
ture, outflows of population, monofunctionality and outright poverty. Such 
a duality, and indeed a bipolar system, where areas are concerned characterizes 
most of the basis work done on regional development (Myrdal, 1957; Fried-
mann, 1966; Hirschman, 1958, Williamson, 1965), as well as different but 
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associated theories of labour (Demesick and Wood 1987; Lloyd and Dickens 
1972; Hanington 1976; Henderson et al., 2001; Kenny and Williams, 2001; 
Robinson, 1969; Stohr and Taylor, 1981). The idea is present in the concept of 
poles of growth from F. Peroux (1955), the central-peripheral model of 
J.R. Fricdmann (1966), equilibrium theory, and the theory of polarised devel-
opment and the classification of regions after L. Klassen (Fricdmann and 
Wiever, 1979). Between the two categories of region referred to, it is with areas 
of growth that economic success is associated. 

The issue of economic growth is of particular importance in the Central and 
Eastern parts of Europe, since the levels of socioeconomic and civilisational 
development here lag significantly behind those in the west of the continent. 
The collapse of the Iron Curtain some 20 years ago kicked off the economic 
transformation in the formerly communist countries from the centrally-planned 
to the market-orientated liberal open to global processes. This was associated 
with dynamic social and economic phenomena, albeit ones primarily concen-
trated in relatively the best-developed regions (Bański, 2005b, Gorzelak ct al., 
1999; Ingham and Ingham, 2002; Ira, 2005; Nagy, 2005). As a result, the last 
10 or so years have witnessed ongoing spatial polarisation, i.e. an increase in 
developmental disproportions between metropolitan areas on the one hand and 
their surroundings on the other (Beluszky and Gyori, 2005; Marada et al., 
2006; Szekely, 2006). 

The main objective of the work described here has been to identify the eco-
nomically successful rural areas that are present, along with the factors stimulat-
ing such progress in the Polish countryside. The research was carried out at the 
level of the gmina (i.e. the local authority areas in Poland - NUTS-5 level), the 
statistical material deriving from the period 1995-2005. The search for rural 
areas of success has entailed the perusal of space not obviously prone to that suc-
cess, and in general regarded as peripheral economically. Any areas of success 
that were found were thus taken to be of particular importance, inasmuch as 
that they might serve as models for other rural areas seeking out the factors of 
their own that might activate them economically. 

Regional and local areas of success - theoretical aspects 
The original factor behind the emergence of areas of success is the regional or 
local inequality of disparity. Such areas are an element in the theory of poles of 
growth, wherein the growth centres arc deemed to be urban areas experiencing 
dynamic economic development, a concentration of socioeconomic life and 
a capacity to export growth to areas in the vicinity (Darwent, 1969; Nicholas, 
1969). Agglomerations are capable of generating growth on account of their size, 
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and the way in which they concentrate economic potential. The overall conclu-
sion is that economic success is first and foremost associated with urban areas. 

The allocation of economic potential under the central-peripheral model in 
turn indicates that economic success is most associated with the core, this being 
marked by its high development potential and capacity to generate innovation. 
Peripheral regions enjoy only much more limited opportunities. The opportu-
nities for economic success to be generated are seen to decline with greater dis-
tance away from core regions and in the direction of peripheral ones. However, 
not all peripheral areas are condemned to economic stagnation or degradation. 
In line with their development potential, J. Friedmann (see Berry et al., 1976) 
singled out upward transitional peripheries to be regarded as areas entering the 
growth phase, and hence capable of achieving success. 

In turn, the classification of regions after L. Klaassen sees areas of success as 
those in which there are adequate resources as opposed to shortfalls as regards 
resources during the development phase (Friedmann and Wiever, 1979). 
A „prosperity area" is one that is highly-developed already, but still developing 
dynamically, while a „distressed area in the process of development" is a weak 
one in which there is nevertheless marked development potential, this allowing 
for rapid development to take off. More spectacular examples of economic suc-
cess arc to be expected in the second type of area, precisely because the develop-
ment kicks off from what is such a very low level at the outset. 

In theory at least, the greater the spatial disparities within a country or 
selected region are, the more distinct and easy-to-identify the areas of success 
will be. In the spatial sense, economic success is „the progeny" of uneven 
regional development. A success area is an element inherent to the theory of 
cumulative causality, which assumes an increase in regional disparities, as well as 
the theories of polarised development or of equilibrium, which deal with the 
evening out of developmental differences. 

Assuming there is free movement of capital and labour between rich (A) and 
poor (B) regions, the equilibrium theory would anticipate the onset of invest-
ment flow between A and B, while the workforce heads from B to A (Nagle and 
Spencer, 1997). It is in this way that disparities between regions will come to be 
reduced. Such processes will boost the development of both A and B, but it will 
mainly be in region B that economic success becomes observable. With time, 
the attainment of equilibrium will ensure the evening out of differences in the 
developmental dynamic. 

The theory of polarised development in turn envisages a first stage of eco-
nomic development in which economic success will mainly characterise region 
A (as a centre of growth). Only at a further stage (following the influx of inno-
vation), will growth concentrate in region B. In line with the theory of cumula-
tive causality, in turn, region A will experience a shift to compensate for high 
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labour costs, while the outflow of the workforce from region B will be limited 
by the high costs of the outflow to region A. Developmental disparities may 
grow in this way, with advancement experienced in region A, which will come 
to stand out ever more visibly against the background of region B. 

On the regional and local scales, it is urban centres that play a particular role 
among the areas of success. Cities, as national, regional or local centres of devel-
opment, arc very much slated for that success. Of course, the size of the centre 
involved plays a major role here, success being easier to achieve in cities large 
enough to generate development internally and then draw in social and eco-
nomic goods from their surroundings. Economic success becomes a much more 
difficult proposition in small towns and rural areas in which both internal 
potential and the capacity to attract investment are relatively limited. However, 
in seeking out such areas, one must abandon the regional scale in favour of 
detailed, local-scale studies. 

Rural areas of success may be classified by reference to spatial, subject-related 
and temporal criteria. Furthermore, by bearing in mind the scale of ongoing 
phenomena, it is possible to draw a distinction between local and supra-local 
areas of success (the former comprising several gminas or villages, the latter 
a large complex). Another important factor obviously involves the geographical 
locations of rural areas of success, since the nature and type of the economic 
activity that can feasibly be engaged in depends greatly on location vis-a-vis 
large urban centres and main transport routes. The types of economic phenom-
ena present in rural areas near agglomerations and those in peripheral areas are 
obviously different. In the Polish case, the former tend to move in the direction 
of multifunctionality, with the importance of farming in steady decline (Bariski 
and Stola, 2002). In contrast, traditional rural areas remain dominated by agri-
culture, as often augmented by forestry and tourism. The situation is very much 
similar in other CEECs (Ilieva and Mladenov, 2003; Rusu and Florian, 2003; 
Vaishar, 2008). 

Another sort of division of success areas reflects the types of economic activ-
ity that start up. Where rural areas are concerned, these will mainly be con-
nected with farming or else centre around non-agricultural activity. The first 
type is associated with such a development of agriculture as allows famers to 
achieve the goals for production they set themselves, with the result that the sig-
nificance of the agricultural function in an area's economy actually increases. 
The second type of area more obviously involves success with diversification, 
i.e. the development of non-agricultural functions. 

Economic success also has its different sources. Most generally, a distinction 
can be drawn between internal (endogenous) and external (exogenous) sources 
of success, with the former including social potential or capital and economic 
potential, the latter primarily interventions from outside (including investment, 
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support and assistance) that seek to stimulate the area, or allow for the expan-
sion of innovation out of higher-order areas within the economic hierarchy. 
Economic success may theoretically arise from exclusively internal or external 
sources, but it is usual for it to reflect a combination of both. 

Results 
Method of identification 
The identification of rural areas of success entailed the selection of features diag-
nosing population phenomena, living conditions, and the level of socioeco-
nomic activity among inhabitants. These are the issues addressed most often in 
the literature on rural development (e.g. Fukuyama, 2003; Raminiceanu and 
Ackrill, 2007; Johnson and Raster, 1995; McQuaid, 1997; Slangen et al., 2004; 
etc.). Among the measures representing the features in question were: 

• the size of a gmina's population, 
• the utilisable area of dwellings, 
• the length of water-supply pipelines, 
• the number of businesses registered within the country's private sector, 
• gmina own income. 
Change in the value of a feature in successive years was assumed to signify 

economic progress if it was more favourable than the national average value. 
Most of the values for measures displayed year-on-year rises in Poland in the 
years 1995-2005, though this was not true of population, which began to 
decline steadily after 1998. There were also individual cases of declines in the 
amounts of income obtained by gminas, and the numbers of private-sector 
businesses (Tab. 1). 

The procedure used in delimiting areas of success is described as follows. 
A uniform database was established for all rural gminas, this compiling data on 
the five measures referred to, and taking in the successive year intervals of the 
1995-2005 period. Each gmina was then compared for the changes in values of 
the measures across the 10 time intervals 1995-1996, 1996-1997. . . 
2004-2005. The differences arising were expressed in relative terms via the 
Aij(tk) index, as calculated using the formula: 

w o w 

aijVk) 

where: R,,(tk) = a,/tk,i) - a,,(tk) 
aij(tk) being the value of the measure i (1, 2, ... , 5) in unity for period t (1, 2, 

10), 
k {0, 1, 10} being time indices, 
tk being successive years (1995, 1996, ..., 2005) 
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Table 1. Year-on-year changes in selected diagnostics features over the period 1995-2005 (values 
averaged for Poland and expressed in percentage terms) 

Source: author s own calculations on the basis of Central Statistical Office data. 

In the same way, using the index Ai(tk), a calculation of the change in the 
value for the said feature in the country as a whole was made, the next step 
entailing the normalisation of calculated values for the measures. Thus the val-
ues of all indices Aij(tk) were normalised, it being assumed that, should the value 
of index Ajj(tk) exceed the averaged value for the index A,(tk) in the country as 
a whole, a rank of 1 would be obtained, as opposed to 0 in the converse situa-
tion. In other words, a change more favourable than the average for the country 
obtained rank 1, while an unfavourable change, or one corresponding with the 
national average was ranked 0. This process may be expressed in the form of 
a logical function: 

if A./tk) > Ai(t) to Zij(tk) = 1, 
if Aij(tk) = Ai(tk) to Zij(tk) = 0, 

where Zij(tk) is the normalised value of the index A,/tk). 

The final step was the designation of the rank-sum S, in the different units, 
i.e. the summing of assigned ranks for all five indices across the 10 time inter-
vals. The process is expressed by the formula: 

10 5 
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The sum Si can assume values between 0 (where none of the indices across 
the 10 time intervals achieved values above the national average) and 50 (where 
all of the indices in all periods exceed the national average). 

All the rural gminas were divided among five groups: 
• A - trends to changes consistently negative - index Zi/tk) in the range 0-2, 

or Si 0-10 , 
• B - trends to changes mainly negative- index Zi/t/J in the range 2—4, or 5, 

10-20, 
• C - mixed trends to changes - index Zj/t/J in the range 4-6 , or S, 20-30, 
• D - trends to changes mainly positive - index Zij(tk) in the range 6-8, or 5, 

30-40, 
a E - trends to changes consistently positive - index Zij(tk) in the range 8-10, 

or Si 40-50. 

Diagnosis of the changes 

Population size 

Through almost the entire post-War period, the Polish countrywide witnessed 
major outflows of population, albeit ones compensated for by relatively high 
levels of natural increase. The result was for the population in rural areas to be 
maintained at a rather constant level. In this way, the 15,597,000 people living 
in rural areas in 1946 represented 66% of the then national population, while 
the 14,619,000 rural residents of 2002 accounted for just 38% of the overall 
Polish population. 

As rates of natural increase have become lower and lower, an ever greater role 
in the spatial differentiation to population size has been being played by pro-
cesses of migration. The largest and most identifiable group to migrate from the 
countrywide to urban areas comprises the young, well-educated, and hence eco-
nomically active. Villages are most often left because of the low incomes there, 
the unsatisfactory extent to which technical and social infrastructure has been 
made available, the burdensome nature of the jobs to be had, the social barriers 
present, the hindered access to education and culture, and difficulties with find-
ing a partner to found a family. The result of all this is ageing of the rural popu-
lation, and hence a further slackening off of the rate of natural increase. 

To the extent that the outflow of people from rural areas was stemmed after 
1989, this was a reflection of labour-market constraints. Beyond that, there was 
the simple fact that the „supply" of mobile populace in many rural areas had by 
then „dried out". Either way, the 1990s brought an overall decline in the rate of 
migratory outflow from rural areas. However, a new stage was reached at the 
end of the 1990s, with the first signs of a reversal of migratory trends - i.e. the 
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onset of urban-rural migration (Fig. 1). In spatial terms, the change was not 
a marked one, however, as most rural areas continued to experience limited out-
flow of people, the influxes being largely confined - and particularly dynamic -
in villages located in the vicinity of the large agglomerations. 

Figure 1. Influx of population in the rural-urban (A) or urban-rural (B) directions in the years 1988-2005 
Source: author's own presentation based on Central Statistical Office data. 

Thus changes in population affecting rural areas in recent years have been in 
two directions. Suburban zones have come to be characterised by positive 
migration balances, the values becoming ever smaller further and further 
towards the periphery. In contrast, areas more distant from towns and cities, or 
with hindered transport or communications access have in general maintained 
negative values for their balances. 

Utilisable area of dwellings 

The period 1995-2005 saw a slow rise in the utilisable area of dwellings. The 
increase to be noted in rural areas was greatest in suburban areas around large 
urban agglomerations. These are areas of intensified construction work, both 
reflecting and stimulating outflows of inhabitants from the cities. In recent 
years, the „Big 5" (Warsaw, Poznari, Krakow, Wroclaw and the Tri-City) have 
accounted from some 25% of all the living space given over for use. Relatively 
large increases in the utilisable area of dwellings in rural areas have characterised 
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the western part of Małopolska region (Małopolskie voivodeship) as well as the 
Kaszuby region near the Tri-City, these being areas in which population has 
itself increased. Elsewhere, figures for the increase were in fact lower than the 
average for Poland as a whole. 

Development of the network of water pipelines 

The redevelopment of infrastructure in general has been favoured by the enfran-
chisement of local authorities and the influx of EU funding. Activity of this 
kind has likewise been seen as a priority by local authorities, and an analysis of 
their investment outlays confirms that the construction of wastewater treatment 
plants, water supply networks and sewerage have been of cardinal importance in 
the recent period. 

In the last decade, it is the water-supply network that has developed most 
intensively of all - this being of basic significance. By the end of the 1990s, the 
primary needs in respect of running water had been met - allowing for a shift in 
emphasis to spending on sewers. The period of the transformation did thus wit-
ness a „great leap forward" when it came to both the quantity and the quality of 
the water supply. 

Businesses 

The level of economic activeness among country-dwellers increased with the 
introduction of the market economy in Poland. However, in the face of declin-
ing farm incomes, it was to finding new sources of upkeep that most rural areas 
had to turn their attention. The number of economic entities registered in rural 
gminas increased from around 370,000 in 1995 to 600,000 in 2005. This 
remains a modest number when set against the towns and cities, though the rise 
over the decade was comparable in relative terms (Fig. 2). 

The largest relative increases in numbers of businesses in fact characterised 
the peripheral areas, in which economic activity had previously been very scarce. 
For comparable reasons, the relative increase in the number of registered entities 
was smallest in suburban areas. 

Own incomes 

The own incomes of the gminas (local authority areas) derive from taxes, fees 
and charges, a share in the taxes feeding into the state budget, the incomes of 
budgetary units, interest on financial means and interest from gmina-owned 
assets. Among these various sources it is income from taxes and the charges paid 
by private persons and businesses that are of the greatest significance. The level 
of income of a gmina is thus a good indicator of overall economic activity and 
the quality of social capital. 
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Figure 2. Change in the number of private-sector business entities in the years 1995-2000 
U - urban gminas, U-R - urban-rural gminas, R - rural gminas 
Source: author's own presentation based on Central Statistical Office data. 

A very small number of gminas witnessed an above-average increase in levels 
of own income in the studied decade. The group includes just 24 rural gminas 
first and foremost located in the vicinity of the Poznań and Warsaw agglomera-
tions. Gminas with a prevalence of positive trends to changes are distributed 
evenly across the country, making it difficult to point to a single contiguous 
area in which there have mostly been rises in the level of gmina own incomes 
within gmina budgets. Relatively the greatest numbers of such units are located 
in the vicinity of large cities, however. 

Spatial identification 

Spatial analysis of the changes characterising the five diagnostic features made it 
possible to identify the so-called rural areas of success. The greatest concentra-
tions of these are to be found around Warsaw and Poznań, as well as in the 
Kaszuby region (areas inland from Gdańsk, etc.) and in the south-western part 
of Małopolska (Fig. 3). Small concentrations of gminas whose development can 
be said to be progressing are also present near other urban agglomerations. 

The identification of the areas of success was followed by detailed research on 
the gminas so identified. Eight units in different parts of the country were 
selected for study, the fieldwork done in them allowing a wealth of empirical 
material to be gathered on the subject of how economic success is conditioned. 
The work mainly relied on interviews with representatives of the local authori-
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Figure 3. Rural areas of success and the locations of gminas (local authority areas) selected for further 
detailed study 

ties, as well as expert analysis of the relevant scientific literature and statistical 
databases. 

The conditioning of economic success in rural areas -
a discussion 
Only rarely has the scientific literature turned its attention to the conditioning 
of economic success in rural areas. One of the few such studies was by J. Fergu-
son (2003), who was able to single out six factors underpinning the success of 
rural areas in India, i.e. the sustainable utilisation of local resources, knowledge 
empowerment and management, sustainability, gender empowerment, commu-
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nity involvement and technologies as tools. In turn, A. Papzan et al., (2008) 
identified the factors behind the success of economic undertakings in the vil-
lages of Iran. The latter were found to include: innovation, motivation of need 
for achievement, and an internal locus of control and marketing. In their work, 
L.A. Coulson and D.L. Darling (1996) were able to show that the principal fac-
tor conditioning success was the level of activity and optimism displayed by 
local leaders, as well as the support for the said activity extended by local busi-
nesses and inhabitants. In turn, a Regional Women's Advisory Council report 
(The Success Factors . . . , 2001) had on its list of factors capable of conditioning 
success, work for the common good, the protection of the environment and 
natural resources, the attracting of new business, the promotion of existing 
enterprises, support from governmental institutions, strong local leaders, the 
safeguarding of job opportunities for future generations, innovation, and the 
raising of professional qualifications. 

In the present study, the fieldwork allowed for the compiling of a long list of 
factors underpinning economic success, albeit ones that could be assigned to 
one of four main groups involving location-related advantages, social capital, 
economic factors and technical, technological and organisational conditioning. 
Within each group, it was possible to point to factors playing leading or second-
ary roles, as well as to other factors whose significance in generating success were 
of more of a local than universal character (Tab. 2). 

Table 2. Factors underpinning economic success in rural areas 
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Location-related advantages 

An attractive location is an element of fundamental significance to the eco-
nomic success of rural areas. However, this concept needs to be understood in 
a very broad sense. Attractiveness is a feature that may characterise areas adja-
cent to large urban agglomerations and important transport routes, areas of the 
occurrence of natural resources or assets, and areas with valuable natural, cul-
tural and tourist features. Favourably located gminas are areas in which various 
positive social and economic trends coincide. 

As has been suggested, success is first and foremost enjoyed by rural areas 
located in the vicinity of large urban centres. Through dynamic development 
and the adoption of urban patterns of activity, these areas lose their rural char-
acter steadily and are incorporated into the „organism of the city" (Bruegmann, 
2005; Dahms and McComb, 1999; Gutry-Korycka, 2005; Pryor, 1968). 

Location goes a very long way to determining the economic functions a given 
area can reasonably serve. Multifunctionality tends to characterize areas in the 
vicinity of large cities, for example, though the leading roles go to housing and 
services, which are both functions stimulating economic development. An 
attractive location for a gmina is in many cases the most important, decisive 
element that generates the other (mainly economic) factors behind economic 
success. 

The success of suburban gminas is also to be attributed to the development 
of housing construction, above all single-family. The intensity at which new 
building is taking place is very much a function of the size of the adjacent urban 
centre and the area's distance from it. Housing construction concentrates close 
to the main transport arteries, along which a belt of enhanced economic activity 
is to be found. The new housing estates in such places attract a stream of former 
city-dwellers, who are well-educated, wealthy and „demanding" - all circum-
stances that propel along the development of services, commerce and infrastruc-
ture, as well as reinforcing the social factors underpinning success. 

In a sense, the suburban areas in question can be deemed „doomed" to suc-
cess. In fact, the term looks all the more appropriate when it is recalled that 
their very growth has certain threats inherent in it - most especially those asso-
ciated with over-development and overpopulation. Before long, the transport 
system may prove inadequate to the new situation, ensuring that the commute 
to the city becomes obstructed, journey times to work and school increasing as 
a result. Moreover, the new estates may be so urban that they degrade the very 
rural landscape that had proved attractive in the first place. Furthermore, archi-
tects have been allowed so much freedom that they have seen fit to introduce 
elements of built infrastructure that seem entirely alien to the rural landscape. 
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Social capital 

In the opinion of the local leaders, a high level of education achieved by inhab-
itants is the most important component element to a gmina's social capital. 
Well-educated people are more socially and economically active and are open to 
new ideas. At the same time they have greater expectations and requirements in 
relation to the world around them. The well-educated are inclined to assess the 
changes taking place in the country more favourably, and are better-disposed to 
think of the future in this way, irrespective of the region of residence (Bariski 
2005b). 

A high level of community activity on the part of inhabitants was one of the 
factors underpinning success in the studied gminas to be mentioned most fre-
quently. Among the manifestations of this were a high turnout at local council 
meetings and a tendency for people to come forward with valuable social initia-
tives subsequently put into effect by the gmina. Also important are various 
grassroots initiatives whereby associations are set up to engage in varied socio-
economic activity helping or otherwise promoting the gmina resided in. As of 
the years 1995-2006, the number of NGOs per 10,000 head of population 
increased from 1.2 to 18.9 in rural areas. These are very positive changes, attest-
ing to the fact that the rural populace is more and more aware of its role in 
shaping decisions concerning its own future. 

Economic factors 

A high level of economic activeness on the part of inhabitants can go some way 
towards compensating for unfavourable location factors. Once an investor with 
larger amounts of capital has somehow been attracted, the way is clear for the 
face of a gmina to change, with dynamic development then being ushered in. 
Economic activeness is here taken to mean, above all, the skill to start off in new 
undertakings that lead development away from agriculture only - into services, 
tourism, housing, small-scale production and crafts. Here there is a particular 
role for the so-called local or community „leaders", since their economic activity 
more often than not serves as a model for other inhabitants of a gmina to 
follow. 

Small entities also have an important role to play in developing a gmina, 
since they often cooperate closely with one another, establishing their own kind 
of network of linkages. Where large enterprises are for some reason dominant, 
this kind of local-level entrepreneurship may tend to be stifled, inevitably being 
subordinated to the needs of the predominant business present in the com-
munity. 
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It is true to say that the last 10+ years now have seen the dynamic develop-
ment of non-agricultural business entities in rural areas. Country people are 
thus becoming much more active economically. Nevertheless, the rural house-
holds engaging in non-agricultural activity remain a very small sub-group at this 
stage. 

The most important of the non-agricultural activities are in services, followed 
by trade and small-scale production. Once again, however, those services and 
small-scale production activities are primarily concentrated in suburban areas 
and satellite villages, first and foremost thanks to the location decisions taken by 
enterprises in construction, transport, repair and wholesaling (Bariski, 2005a). 
Non-agricultural economic activity can locate close to cities because the techni-
cal infrastructure is more favourable, and because inhabitants tend to be better 
educated. Indeed, it is typical for entrepreneurs to seek at some point to 
„escape" from large cities to suburban areas, these having lower land prices and 
often been associated with tax breaks. 

Among the external investments, the most important are those located by 
large enterprises in production, trade or services, or housing. These provide for 
a gmina's economic activation, serving as a source of income for the budget and 
improving the employment structure. In most of the gminas studied, dynamic 
development had been kicked off by the appearance in the area or its immediate 
vicinity of some large single investment. 

Unfortunately, larger investment outlays are a rarity in rural areas, at least 
away from the gminas close to the larger cities. This mainly reflects the lack of 
a qualified workforce and a poor level of equipping with technical infrastruc-
ture. Construction companies and firms of developers are an important group 
of external investors, but their attention is again focuscd in suburban and recre-
ational (second-home) areas. 

Technical and organisational factors 

These play an important role in a gmina's search for new investment and hence 
promoted economic development. Where these processes have advanced little, 
there is practically no chance of a gmina achieving economic success. 

If the presence of technical and social infrastructure is essential to the 
achievement of economic success, we can at least note progress in this area over 
the last decade, with development of the infrastructural networks clearly tend-
ing to reduce disparities from one area to another. Mains water, sewerage and 
modern wastewater treatment arc now pretty much standard, though the 
gas-supply system remains subject to disparities, being primarily accessible in 
the most densely-populated areas. 
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Economic success is obviously most likely to be generated where the road sys-
tem provides for efficient and rapid journeys to work and school, as well as to 
places where foods and services are purchased. Nevertheless, the virtual, 
teleinformatic, system is also of growing importance, above all where access to 
broadband Internet is concerned. 

Up-to-date and binding planning documents underpin all investment in pro-
duction, services, commerce, housing, etc., hence the frequency with which 
these are invoked as factors behind economic success. To put it bluntly, a gmina 
possessing a plan guaranteeing inexpensive designation of land for production 
or construction may enjoy a competitive advantage over other administrative 
units in its vicinity. 

Where gminas are covered by physical development plans it is made easier for 
developments to be put into effect. Return times are thus shorter and the spatial 
order is more likely to be retained. Plans also serve as a guarantee to investors 
when it comes to the future directions to a gmina's development, as well as the 
places it is designating for further investment. 

Another success factor mentioned often is the efficiency and activeness of 
"local leaders". What is being alluded to here is activity in seeking out sources of 
funding - combined with the ability to make use of it once it has been found, 
an investor-friendly attitude and ability to negotiate, efficiency as a manager, 
and the skill to promote the gmina and engage in effective marketing activity. 
In a nutshell, those representing the local authorities need to be well versed in 
modern management techniques, while at the same time possessing the tradi-
tional attributes of a full and sound knowledge of local conditions, people and 
problems. A further conclusion here would involve the importance of succes-
sion among those in authority, as well as gradual advance through the local hier-
archy from lower through to higher offices. 

Summary 
Contemporary social and economic development in Poland is putting in place 
the conditions favourable to economic success. This is equally true of individual 
undertakings and comprehensive action taken in a given area. The work 
described here has studied areas of economic success from the spatial point of 
view. It has been accepted that successful areas are those displaying a promising 
course of socioeconomic processes, in that spatial structure is being stimulated 
and/or strengthened. Above all, the said development must be noticeably in 
advance of that to be noted in neighbouring areas. 

Economic success is shown to relate to urban areas first and foremost, the 
development here being very intensive. Even within his category, it is the large 
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cities that are found to be doing best, since they have been best placed to take 
advantage of Poland's post-1989 economic transformation. This is not to say 
that development has left the rural areas and small towns of Poland untouched, 
but merely to note that the process has been much slower in these areas. In con-
sequence, recent years have witnessed an accelerating spatial polarisation pro-
cess, with growing disparities in levels of economic development between 
regions, and along the urban-rural continuum. 

When it comes to the rural areas exemplifying economic success, we must 
look primarily at those concentrated in the vicinity of large urban agglomera-
tions. There are very few gminas characterised by success in the country's more 
peripheral areas. 

Thus, according to the work detailed here, economic success is most likely to 
arise in the rural areas surrounding large cities. These are basically „condemned" 
to success by the accumulation within them of a series of favourable phenomena 
both social (migratory influxes and consequent high levels of activeness among 
inhabitants) and economic (inflows of investment, intensive building activity, 
effective outfitting in infrastructure and the proximity of large markets for 
goods, services and labour). 

The further towards the periphery, the more difficult will be the achievement 
of economic success not associated with agricultural activity. Rural areas located 
further from the national or regional economic centres are markedly less attrac-
tive to investors, and have more limited chances of developing non-agricultural 
economic functions. For economic success to ensue, a number of favourable 
conditions need to be in place. 

Fieldwork carried out in 8 gminas identified the most important factors 
underpinning success, these dividing into groups concerned with the benefits of 
a good location, social capital, economic factors and technical, technological or 
organizational factors. The location factor mentioned most often was proximity 
to a large agglomeration, while the most important aspect to social capital was 
found to be a high level of education of inhabitants. Among the economic fac-
tors, it was economic activeness that was crucial, while the presence of technical 
infrastructure was foremost among the organisational factors. Beyond that, the 
roles and importance of the different factors in generating success have to be 
said to vary markedly. Ideally, all of the factors mentioned should be present, 
but in practice one or two factors usually played a leading role, being merely 
supplemented by the others. 

Notwithstanding attempts made over 10+ years to achieve a balancing of 
economic development, an ever faster process of spatial polarisation is what is 
actually being observed. The levels of economic development are more and 
more disparate between regions, among which growth regions, regions of stag-
nation and regions of regression can be singled out. Work on regional-level dif-
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ferences described here emphasises how economic development is at its most 
dynamic in metropolitan areas, while rural areas (especially peripheral ones) suf-
fer from a number o f social and economic problems. It is crucial that these be 
fully and properly identified . . . and then solved. O n e way in which this objec-
tive might be achieved is via the study o f larger areas that are achieving eco-
nomic success. It would be in this way that an understanding o f how success is 
generated could c o m e to contribute to the addressing o f unfavourable social and 
economic phenomena . Areas o f economic success would then be serving as 
examples which other rural areas could emulate. 
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Microregional development 
in border regions of Czechia 

Abstract. The paper responds to the new situation in European borderlands. A new task for 
geographers is to look for the potential of cross-border collaboration. It follows from the 
general characteristics of the Czech borderland that the poor educational level of population is 
the main indicator of its marginality, whereas relatively attractive and mostly not so much 
impacted landscape is its main advantage. Three microregions with concentration of 
disadvantages from the national viewpoint were chosen for empirical analysis. Following 
potentials were discovered: diversified mixture of non-productive agriculture, forestry, local 
industry based on small and medium enterprises (SMEs) of local entrepreneurs, tourism and 
amenity migration. Quality of life should be the main aim. 

Key words: borderland, microregions, education, landscape protection, potentials, Czechia 

Introduction 

Developmental dispositions are markedly geographically differentiated in terms 
of local natural, economic, and social conditions, or the previous historical 
development and geographical location. Noticeable attention is usually paid to 
locations that are handicapped in some way or another. Such locations are, for 
example, border microregions. This is because in the period, when the border 
used to form a barrier to passage, the span of influence of microregional centres 
was limited and their catchment areas were deformed. In the Czech context this 
is further accentuated by the fact that the border is predominantly formed by 
natural mountain barriers; the consequence being that the microregions in the 
borderland are also affected by the second most frequent cause of marginality -
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rugged topography with reduced transport capacity and lack of suitable condi-
tions for agriculture. The third factor is constituted by the fact that the majority 
of Czech border microregions (except for the new state border with Slovakia) 
have suffered from the consequences of post-war ethnic population exchange. 
Furthermore, some segments of the northern border are in a bad environmental 
state as they coincide with coal extraction and associated industries. 

In the past twenty years, essential transformations of the character of Central 
European national borders occurred. Let us name the Iron Curtain's demise, 
unification of Germany, breakup of Czechoslovakia, Yugoslavia, and the Soviet 
Union, enlargement of the EU, entry of other states into the Schengen area, and 
the gradual introduction of Euro in the Central European countries. The state 
border nowadays still continues to constitute an administrative and psychologi-
cal barrier, yet it allows for a relatively free movement of persons and goods. 
The state border ceases to constitute an economic barrier and a question sug-
gests itself of whether the time is ripe for considering cross-border cooperation 
as a factor of microregional development. 

Although it was already mentioned that the major part of the Czech national 
border is at the same time a physical barrier, in sporadic cases the microregions 
are open towards the foreign country and the barrier is located further inland. 
We selected three such microregions (of Vejprty, Kraliky and Javornik) for 
empirical analysis (Fig. 1). The analysis was conducted within the scope of the 
National Research Programme II funded by the Ministry of Education, Youth 
and Sports of the Czech Republic under the code 2D06001. 

The aim of this paper is to indicate general problems of microregional devel-
opment in the Czech borderland and, by an analysis of concrete cases, to show 
whether in such regions future prosperity may be expected or under which con-
ditions. 

Question of the Czech borderland and prerequisites 
for microregional development 
Several authors from Central Europe have been recently engaged in analysing 
the borderland aspects in the unifying Europe. The objective no longer rests in 
the delimitation of borders but in the issue of international cross-border cooper-
ation (Anderson et al., 2003). Experts from practice as well as from scientific 
and research institutes started to address practical and theoretical questions per-
taining to the weakening of the role of the national border, its permeability, and 
the need for a solution to the marginality of the border areas. This topic is, for 
example, addressed by Prost (1974), Rafestin (1974), Hansen (1977), Prescott 
(1978), Heigel (1982), and others. In the countries of Central and Eastern 
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Europe the question emerged only after the fall of the Iron Curtain. Among the 
authors engaged in this topic were, e.g., Grimm (1995, 1998), Pak (1987), 
Ravbar (1999), Haase and Hudseljak (2000), and Bufon (2001, 2007). 

Similarly, several Czech authors were recently dealing with the issue of 
national borders within the scope of numerous significant projects. M. Jefabek 
is involved in a systematic research of border regions. His research does not 
entail exclusively theoretically oriented studies (e.g. Jefabek [ed.], 1999; Jefdbek 
[ed.], 2001; Jefdbek 2003b; Jeoabek, Dokoupil, Havlteek et al., 2004), but also 
regionally focused analyses (Jefabek, 2000; Balej and Jefabek [eds.], 2001), con-
cerning the labour market and trans-border work migration (e.g., Jefabek, 
1998, 2004), and studies concentrating on cross-border cooperation and the 
issue of Euroregions (Jefdbek, 1999, 2000, 2001). Reports dealing with theoret-
ical problems of the borderland were published for example by Hampl (2000), 
Chromy (2000), Dokoupil and Havlteek (2002). Novotnd (2000, 2001) has 
long studied agriculture in the West Bohemian borderland, and Rehak (1998) 
analysed transport issues in the borderlands. Evolution of the settlements and 
population was addressed, e.g., by Dvofak (2007), Vaishar (2008), Vaishar et 
al. (2008); for the development of the Czech borderland we refer the reader to, 
e.g., Rehak (1997), Dokoupil and Rehik (2001), Dokoupil and Havlidek 
(2002), Vaishar (2008), Tousek, Tomstfkova, and Kunc (2002). In the past 
few years, great attention has been directed to the questions of a possible devel-
opment of the borderlands within the framework of Euroregions: For example, 
see the already mentioned Jefabek (1999, 2000, 2001) Halds (2005), Novotni 
(1993), Havrlant (2000, 2001), Dockal (2005), Pekovd and Zapletalovd (2005) 
and others. 

The first theoretical issue is to answer the question regarding the current defi-
nition of the borderlands in Czechia. The answer is more complex than it 
appears. Several social science disciplines (history, sociology), as well as a signifi-
cant segment of the public consider the borderland to be the area occupied on 
the grounds of the Munich Agreement by Hitler's Germany throughout World 
War II, from which the absolute majority of the German population was trans-
ferred after the war and replaced to some degree by Slavic or other populations. 
This delimitation is territorially accurately defined and has its logic. As a conse-
quence of the indicated events, a specific social climate emerged here, including 
an increased occurrence of socially pathological phenomena, which until the 
present day continues to affect the social system. 

Geography, nonetheless gives preference to its own delimitation methods for 
microregions. Moreover, the historical delimitation mentioned above does not 
consider the Czech-Slovak border as borderland. On the contrary, numerous 
pre-war German-speaking enclaves were situated relatively deep inside the 
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Czech interior. Although the historical burden endures to some level, other fac-
tors must be taken into account. In this paper, we shall chiefly look at the rural 
borderlands. This is because large and medium towns in the borderlands have 
different characteristics and face different problems. High immigration to these 
towns was due more to industrialization than to ethnic population exchange. 
Towns, furthermore often form regional centres and microregional develop-
ment is only of secondary importance to them. 

Another issue is microregional development per se. Nowadays, in times of 
developed transport and communications, life does not take place in single loca-
tions, but over microregions, in whose territories people commute to work, ser-
vices, and leisure on a daily basis. It is typical in the Czech conditions that the 
labour market is realized at a microregional and not at local level. For this rea-
son, we replace the term "local development" by "microregional development". 

How do we define the prerequisites of microregional development? Appar-
ently, at present, development is no longer chiefly of quantitative nature and 
based on increasing production of the main commodities. It shall rather con-
cern prosperity of the microregions, based on indicators of quality of life and 
sustainable development. This, however, opens up a series of other contentious 
questions, concerning the definitions of the above stated concepts. We will 
therefore not conduct any evaluation of future microregional development but 
we will try to analyse its prerequisites. 

The principal hypotheses of the presented study are as follows: 
a General conditions for microregional development in the rural borderlands 

are less favourable compared to the inland and urbanized areas. 
• This circumstance is reflected in the development and structure of the 

social system. The characteristics of demographic trends, skill structures, 
unemployment levels, etc., should be an expression of this. 

• Natural barriers, which coincide with the majority of the Czech national 
border, will even in future prevent a more intense development of cross-
-border cooperation between neighbouring rural microregions. Areas physi-
cally open towards a foreign country have better dispositions for the use of 
their location along the border. 

Characteristics of the Czech borderland 
With respect to the aforementioned context, the Czech borderland is composed 
of 110 microregions of municipal offices, whose territories are contiguous with 
the national border. The centres of most of these microregions are small towns 
of maximum 15,000 inhabitants. Several centres rank as medium and large 
towns. Characteristics of their microregions differ, because they are usually big-
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ger, economically stronger, and the consequences of the post-war ethnic 
exchange in them were remodelled by intense industrialization and urbanization 
during the first half of the socialist era. In addition, the borderland location is 
not their most important feature. In unique cases, microregional centres are 
municipalities without the status of a town. 

The first results of the assessment of these microregions (Vaishar, 
Zapletalovi, Dvordk, 2008) showed that an unambiguous indicator of extraor-
dinary significance of the social characteristics of the borderland is the qualifica-
tion structure of its population. None of the 110 borderland microregions 
(including the urban ones) reached the mean percentage of persons over 
15 years of age with completed post-secondary education, which amounted to 
12.4% in the Czech Republic at the time of the last census (2001). This fact 
entails a whole range of consequences. 

One of the potential issues is the situation in the labour market. Surprisingly, 
the hitherto development did not suggest this very distinctly, since the labour 
markets were rather trying to cope with the economic restructuring. The high-
est levels of unemployment thus occurred in the microregions of larger towns, 
former centres of raw materials extraction and of heavy industry. Numerous 
rural provincial microregions had, conversely, lower unemployment in compar-
ison to the inland. Among other potential problems one can cite a single-track 
orientation of the local economies towards traditional industrial sectors (pri-
mary sector, conventional industry) requiring lower skills of the workforce and 
generally lower cultural level, which can be a handicap for acquiring funds, 
deepening the cross-border cooperation, etc. 

In the demographic sphere almost no negative tendencies were registered. In 
the period between 2002 and 2006, 626 municipalities registered an increment, 
and 386 a decline, out of total 1,038 borderland municipalities of more than 
2,000 inhabitants. It is true, however, that in this period natality increased 
somewhat. This was because the generation of the 1970s, the children of 
post-war baby boom, boosted by the population growth-stimulating state poli-
cies, entered the reproductive age. A greater part of the population increment of 
the rural municipalities was, nevertheless, still a result of a mechanical move-
ment - that is, immigration. Even though the credibility of the statistical data 
can be accepted only with some reservations (many persons are registered at 
their place of birth, yet in fact they usually reside elsewhere), in this case we can-
not refer to the general depopulation tendency of the Czech rural borderlands. 
Even the smallest municipalities of less than 200 inhabitants maintain a rare 
balance: out of 229 municipalities, 109 registered an increment and 109 
a decline. 

If the greater segment of the national border is simultaneously a physical bar-
rier, it means that the area is also attractive. Its value - mainly at the border to 
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Bavaria and Austria - is even accentuated by the fact that during the Iron Cur-
tain era the borderland zone was practically enclosed and it has therefore pre-
served unique natural values, manifested by the existence of national parks, pro-
tected landscape areas, and other forms of large- and small-scale conservation. 
This introduces possibilities for the development of tourism, which is with 
small exceptions limited by insufficient infrastructure and local inhabitants not 
being quite ready for developing services for tourists. 

Case studies of the regions of Vejprty, Krai iky, 
and Javornik 
To empirically illustrate the outlined situation, we selected three borderland 
microregions. All of them have the following characteristics in common: their 
centres are very small towns, all have been affected by the post-war ethnic popu-
lation exchange, and all of them are in a strongly peripheral location as regards 
the distance from more significant inland centres (Tab. 1). On the other hand, 
all of the selected microregions are exceptional by the fact that their terrains are 
opened towards the neighbouring countries and the mountain barrier passes 
only between them and the interior centres. In these cases, we can pose our-
selves the question of whether under the new situation the remoteness from the 
intrastate perspective could be partly compensated for by the cross-border coop-
eration. 

Table 1. Main characteristics of the microregions under study 

* age index = ratio of population over the age of 65 to population under the age of 14 
** data relevant to 30.9.2009 
Source: Czech Statistical Office. 
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The microregion of Vejprty 

The microregion of Vejprty is located in the north-western part of the 
Chomutov district on the border to Saxony, in the valleys of the Polava, Cerni 
voda, and PfiseCnice streams in the Ohae River basin. It is separated from the 
Czech inland by the main ridge of the Krusne hory Mts. The town of Kldsterec 
nad Ohri is 23 km away, Kadan, the municipality with extended competence, 
lies in the distance of 26 km, the district town of Chomutov is 32 km away, the 
regional capital Usti nad Labem is as far as 97 km away. Karlovy Vary, the capi-
tal of the neighbouring region, is closer - at only 42 km. Moreover, the roads 
pass through a difficult terrain. On the contrary, the German district town of 
medium size - Annaberg-Buchholz - is only 12 km away and it is accessible by 
a higher class road. Also the nearest German city of Chemnitz lies much closer 
than Usti nad Labem. 

The setdement structure is formed by the small town of Vejprty and four 
rural municipalities. Prior to World War II, the current territory of the micro-
region was inhabited by people of German nationality in 96%. In 1939, the 
area was yet inhabited by 27,177 persons1, despite the population decrease at 
the beginning of the 20th century. In 1950, the population totalled 10,312 

1 Population census, conducted on May 17, 1939 in the Sudetenland district; source of the 
data: Statistik des Deutschen Reichs. Band 550: Amdiches Gemeindeverzeichnis fur das Deut-
sche Reich. Berlin, 1941, pp. 276-272. 
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inhabitants, and as of January 1, 2009, there were only 4,840 inhabitants, out 
of whom 3,314 persons in the very town of Vejprty. The steep decline in the 
number of inhabitants was caused not only by the ethnic population exchange 
following World War II, but also by a complete demise of 5 municipalities, 
including a former town of Pfiseônice, that had to cede to the water reservoir to 
supply the Chomutov Region with water. The depopulation gradually contin-
ues even nowadays, a phenomenon which is not all too common. 

From the perspective of the population qualification structure, Vejprty is lag-
ging behind extraordinarily or even critically. Predominant type of education in 
Vejprty is vocational education and secondary education without the G C S E 
examination (General Certificate of Secondary Education2), followed by ele-
mentary education. Over two thirds of the Vejprty residents of more than 15 
years of age (69.5%) have this kind of education, while the situation in the rural 
settlements is even worse. The share of persons with post-GCSE education is at 
mere 4.5% - even smaller than the proportion of people without any education. 
These values for Vejprty are far from European standards as well as Czech aver-
age values. The share of socially misfit persons can be estimated even at 15%. 

In spite of a considerable downturn of industry after 1990, as of 2001, it was 
still the major employer in the rural municipalities. At the same time, commut-
ing for work was still relatively low (around lA of economically active persons) 
and dispersed. The branch of social (including education and healthcare) and 
public services ranked significantly high in the service structure - i.e. branches 
prevailingly dependent on the state budget. The branch of tourist services, how-
ever, also showed proportionally high employment levels (catering, accommo-
dation). In July 2009, unemployment reached the level of 16.9%, the highest in 
the Chomutov district. 

The Vejprty microregion disposes of a relatively large accommodation capac-
ity for tourism and recreation. This includes family recreational cottages, week-
end-houses for individual recreation, and a whole range of facilities for commer-
cial tourism: Different types of accommodation facilities are available, from 
low-cost boarding houses to a well equipped four-star hotel. The second homes 
and farmhouses, chiefly in the closest surroundings of the Klinovec Mt., are 
ever more frequendy offered for commercial use. The availability of attractions 
for active leisure, like volleyball playgrounds and tennis courts, minigolf 
courses, as well as leisure amenities in cases of bad weather in the microregion 
(indoor swimming pool, bowling, squash, etc.), is still rather insufficient. 

Czech and German municipalities are concentrated in the Polava stream val-
ley, which constitutes a very weak natural barrier. Individual settlements along 
the border form pairs: Vejprty - Bàrenstein, Louônà - Oberwiesenthal, Ceské 

2 It corresponds to the abbreviation GCE - general certificate of education or A level exam. 
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Hamry - Hammerunterwiesenthal, Cerny Potok - Johstadt. Although the only 
border crossing by road functions between Vejprty and Barenstein, all of the 
specified coupled settlements can be mutually comfortably reached on foot or 
by bicycle. On the German side, the significant road 95 with operating public 
transport, passes through the valley. Labour costs - and therefore also service 
prices - are considerably higher on the German part of the border. The prices of 
goods are more or less equal, in some cases (e.g. electronics) the German prices 
are lower. The citizens of both countries can thus profit from diverse prices of 
goods and make mutually beneficial deals. The purchasing power of the Ger-
man households is higher by roughly one quarter. 

Creation of a unified labour market will take time, due to higher unemploy-
ment rate in Saxony and lower qualification structure of the Vejprty residents, 
persisting administrative obstacles on the German side, and lower labour costs 
on the Czech side. But even here the differences are not insurmountable in the 
future. Psychological barriers are an obstacle to cooperation within the German 
borderland, such as smaller willingness to communicate in a foreign language, 
the historical burden, negative perception of „strangers", etc. It seems, however, 
that also these barriers are slowly disappearing. On the Czech side, at least ele-
mentary knowledge of German becomes standard with the middle and higher 
classes of the population, shop assistants, and employees in the sector of tour-
ism. Equally on the German side of the border, interest in the Czech grows cor-
respondingly to the expected influx of Czech visitors. In addition, the young 
generation in both countries will most likely use the universal English as 
a means of communication with each other. Former German inhabitants of 
Vejprty were transferred to West Germany. Relations with them are improving, 
but apparently they have no direct influence on the situation in the borderland. 

The microregion of Kretliky 

The microregion of Krdliky is situated in the Krdlicki brdzda Furrow, a natural 
gate connecting the Polish Lower Silesia with Bohemia and Moravia, formed by 
the Orlick^ hory Mts. on the one side and Krilicky SnSznik massif on the 
other. Their promontories form a natural barrier towards the inland. This gate-
way forms part of the long-distance road connecting Vienna, Brno, and 
Wroclaw. The distance between the district town of Usti nad Orlici and Kriliky 
is 42 1cm. An alternative centre can be constituted by a closer and larger 
Moravian town of Sumperk located at the distance of 31 km. The regional cen-
tre of Pardubice is 88 km away; Hradec Kralove, an alternative regional centre 
for Krdliky, is roughly by 5 km closer and it is accessible by higher class roads. 
Of higher significance is the Polish regional centre of Wroclaw (135 km), but at 
this hierarchical level, alternative services are offered by the closer and more 
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readily accessible Brno. In the case of the Kraliky microregion, the Polish cen-
tres are not located more favourably compared to the Czech centres. 

The setdement structure is composed of a small town of Krdliky and four 
rural municipalities, which are, in turn, formed by a series of very small settle-
ments of less than 200 inhabitants. Slow depopulation also commenced in this 
region during the second half of the 19th century. The post-war population 
exchange also marked a considerable turning point, although not as strong as in 
the Vejprty microregion. The population dropped from 15,726 in 1930 to 
9,154 in 1950. The current population of the Kriliky microregion totals 9,175 
persons3, and in the second half of the 20th century a concentration of the popu-
lation was taking place in Kraliky and Eerveni Voda at the expense of smaller 
settlements. The town of Krdliky, including the affiliated settlements, totals 
4,634 residents. The present demographic development is slightly unfavourable. 

The Krdliky microregion is characterized by the population educational 
structure far below average, too. The share of persons over 15 years of age with-
out the GCSE in Kriliky amounts to 68.8%. Persons with GCSE as the highest 
reached education account for 23% of the whole and 8.1% of the population 
have post-GCSE education. This is more than in Vejprty, but still only at the 
level of around two thirds of the country's average. The situation in the settle-
ments outside the centre is worse than in Kraliky. 

The pre-1989 economic structure of Krdliky consisted of industrial sectors, 
which could do only with low-skilled workforce (manufacture of lighting units, 
textile industry, food industry). After the industrial downturn the economy 
became restructured to diversified enterprises focused on trade, primary sector 
activities, construction, and industry. Long distance commuting to work is 
common. A certain hierarchical relegation of Kraliky occurred due to the recent 
loss of a grammar school. Unemployment is surprisingly at „only" 9% and it is 
below the district average. 

The microregion of Krdliky is planning to base its prosperity, apart from 
other things, on the development of tourism. It has outstanding dispositions for 
winter tourism, undemanding hiking, religious tourism (Pilgrimage Church of 
the Assumption of the Virgin Mary on the Marian hill), and military history 
tourism, owing to the pre-war fortifications of the Czechoslovak army. It is now 
considered that the area could appeal to Polish tourists as well. Unfortunately, 
the infrastructure of the microregion, mainly the level of the available services, 
does not stand up to this intent. Opportunities for swimming and alternative 
leisure are missing, too. 

Formal cooperation with the Polish borderland microregion of Miedzylesie is 
already in place. The problem consists in the fact that the Polish side has simi-

3 As of January 1, 2009, Czech Statistical Office in Prague. 
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lar, if not worse, parameters of remoteness from the national centres and equal 
social structure of the population. The Polish side of the border witnessed 
a similar post-war population exchange, the difference being that the micro-
region was partly settled by Polish people from western Ukraine and western 
Belarus with markedly different culture. No tradition of cross-border coopera-
tion is established. The cooperation does not rest on any economic basis of 
importance and collaboration between entities is negligible; if it exists at all, it is 
rather directed from a somewhat economically stronger Czech Republic to 
Poland. Language barrier is less distinct, yet motivation for mastering the com-
munication skills with the neighbours is low and in the near future no change 
can be expected. 

The microregion of Javornik 

The Javornik microregion occupies the projection of the Czech territory sur-
rounded by Polish microregions from three sides, and is administered by the 
Jesenik district. In the west it is separated from Klodzko in Poland by the 
Rychlebské hory Mts., in the north the territory opens towards the Polish 
Opole Voivodship. The Sokolsky hfbet Ridge then separates the Javornik 
microregion from the region of Jesenik and the Hruby Jesenik Mts. isolates the 
entire region of Jesenik from the Czech inland. Historically, the Javornik 
microregion formed a part of historical Silesia and in terms of ownership it used 
to belong to the Wroclaw diocese. It became a periphery after the Prussian-Aus-
trian wars, when Silesia was split by the state border. 

The peripheral location of Javornik is also manifested by the distance of 
Javornik from the nearest settlement centres on the Czech and Polish sides. 
Jesenik is around 25 km from Javornik but this district centre is a small town. 
The closest Moravian town of medium size is Sumperk (population of 28,000), 
64 km away and across the mountains. The regional centre of Olomouc is 121 
km away (although in Mohelnice an expressway starts), while the historic town 
of Opava is 98 km away. Klodzko, of similar size with Sumperk, lies across the 
mountains at the distance of 37 km. Nysa, with close to 47,000 residents, lies 
even closer (35 km). The closest large regional city is Wroclaw (633,000 inhab-
itants), 92 km, surpassing Olomouc in terms of its European significance by 
two orders. It has therefore sense to consider that the Polish centres, particularly 
Nysa, could prospectively replace the Czech centres with some of their func-
tions. 

The Javornik microregion is also formed by a small town and four rural 
municipalities that have numerous affiliated settlements. The population 
reached its peak at the outset of the 20th century and has been slowly decreasing 
since. The microregion lost more than half of its population as a result of the 
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post-war ethnic exchange (from 12,315 in 1930 to 5,861 in 1950)4. The five 
municipalities of the Javornik microregion currently count 5,175 persons, of 
whom 2,943 are residents of the town of Javornik and the affiliated settlements. 
Even here, the present demographic trend has a very slightly negative tendency. 

From the perspective of the educational structure, Javornik ranks between 
the Vejprty and Krai iky microregions with roughly 6% of persons over 15 years 
of age with post-secondary education. This educational structure correlates with 
the economic structure, whose focus lies in primary sectors and in conventional 
industry. In July of 2009, the unemployment rate was approximately 11.1%, 
the second most favourable value after the Jesenik Region in the entire district. 
Hence, the situation in this microregion has not reached critical levels with this 
respect. 

According to Drahosova (2003), a second type of residence developed in the 
Javornik microregion in the form of recreational cottages, with relatively large 
plots, which can turn into permanent residences after the owners retire from 
economically active life. Commercial tourism is rather weak and inexpensive, 
which corresponds to potential domestic visitors belonging to the groups with 
medium incomes. The majority of visitors come from the Ostrava Region and 
from central and southern Moravia. The microregion also lacks facilities for 
entertainment and socializing. 

Recently, not only was the absolute majority of the formal barriers to cross-
-border contacts abolished, but also formerly non-existent border crossings were 
established for pedestrians, cyclists, and passenger cars. This rendered accessible 
the surrounding Polish towns of Lądek Zdrój, Złoty Stok, Paczków, and Otmu-
chów. For the people residing in the Czech municipalities along the border the 
Polish small towns are closer than the towns in the Czech territory. They can 
undertake trips there or purchase some assortments of goods that can be 
cheaper in Poland. One of the water reservoirs on Nysa Kłodzka River can serve 
as a recreational opportunity for the inhabitants of the Javornik microregion. It 
can be apprehended, however, that the financial means spent in the neighbour-
ing country are relatively small since the trips are only brief and optional visits 
are not accompanied by any additional activities. 

On the other hand, the Polish apparendy take advantage of shopping tour-
ism and gastronomic facilities on the Czech side of the border. An incompara-
bly denser network of restaurants and other catering establishments are a very 
good prerequisite for this. With respect to the fact that the Javorniky micro-
region cuts into the Polish territory and the roads on the Polish side are still of 

4 The population reductions between 1930 and 1950 in all of the analysed microregions are nat-
urally also the result of other factors, such as war losses of the German population and long-last-
ing natural downward trend observable throughout the entire 20* century. 
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lower quality, transit of the Polish vehicles through the Czech territory can be 
also considered. The potentials for development of cross-border cooperation 
rest in the tourist sphere, including mutual visits to cultural events. The border 
ridges of the Rychlebske hory Mts. provide preconditions for developing com-
mon hiking trails and their joint promotion. The terrain in the northern and 
eastern sections of the border is almost flat and thus remarkably suitable for 
bicycle tourism. In both cases, however, the infrastructure is lagging, despite 
some partial improvements. It can be stated that this cooperation is still in its 
infancy. 

Discussion: Possibilities of future development of localities 
in the Czech borderland 

All of the microregions considered are characterized by common features: 
remoteness from inland centres, steep depopulation in the mid-20th century, 
highly unfavourable educational structure of the population, with correspond-
ing orientation towards undemanding industrial sectors, distinct natural attrac-
tions, but inadequate infrastructure that could sustain more intense tourism. All 
of the microregions are formed by a small town with roughly three thousand 
inhabitants as a centre and four rural municipalities. The microregions are 
therefore of rural nature. 

Common features also result in common problems. The remoteness brings 
along with it a lack of external (foreign or domestic) investments. Contrary to 
this situation, some tendencies exist, aimed at relocating the existing plants to 
more favourable locations. Remoteness also prevents the local residents from 
commuting to work, which is often not reachable within a tolerable distance. 
The issue is either solved by emigration (especially of the young and qualified 
persons) or by working elsewhere for extended periods of time (in the construc-
tion or transport sectors, etc.). Low skills of the remaining workforce do not 
even allow more important employers to establish branches in the microregion. 

As far as cross-border cooperation opportunities are concerned, the funda-
mental question is the situation across the border. This involves the degree of 
development of the neighbouring foreign region and its distance from larger 
foreign centres. Microregions bordering on economically more advanced neigh-
bours (in case of Czechia it is chiefly the border with Bavaria) can take advan-
tage of their location. If, on the other hand, they are situated next to a similarly 
or more marginal region, the possibilities for beneficial cooperation are limited. 

The majority of length of the Czech national border passes through attractive 
terrain suitable for winter and summer tourism, inappropriate, though, for 
intensive farming. The borderland usually disposes of other attractions, too, of 
architectonic, historical, and cultural natures. Orientation of the border regions 
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towards tourism suggests itself which could be of potential use for the border 
regions of the neighbouring country. Apart from insufficient infrastructure 
(both in terms of quantity and quality), another barrier is often constituted by 
low readiness of the inhabitants to carry out business activities in tourism. The 
level of preparedness is again due to skill levels and employee mentality of for-
mer workers in industrial sectors. 

In which directions the rural border microregions ought not to set out? In 
principle, the concept of economic and demographic growth must be rejected as 
usually favourable conditions are absent. It is apparently not suitable to work 
towards attracting a large employer with hundreds of jobs. Unilateral focus on 
one big employer entails high risks. In a similar fashion, one-sided orientation 
towards tourism cannot be recommended, because it is subject to fashion 
trends, competition, weather, and other factors, not easily predicted and with-
out any possibility of the microregion having influence over them. The idea of 
intensive production farming needs to be altogether abandoned as well. 

It can be assumed that economy of the rural border microregions ought to be 
based on a diversified structure of small and medium-sized enterprises. Diversi-
fication helps resist external crisis phenomena, as well as internal fluctuations. It 
also enables employing persons with varied qualifications and skills. It is highly 
desirable if the enterprise owners or managers come from the local communities 
and are attached to them because this endows them with a sense of responsibil-
ity towards the place and the microregion. It is also more likely that their profits 
will at least partly remain in the community. 

Agriculture is important mainly as a part of landscape tending and for the 
preservation of rural lifestyle. This is also the main purpose of existence of 
organic farms. The soil should not lie fallow. On the one hand, arable soil can 
be turned into meadows, pasture lands, or forest, and on the other, forests at 
these elevations can be interesting with respect to their wood-producing func-
tion. Here the emphasis lies on the necessity of sustainable management. 

Local industry should be primarily based on the processing of local raw mate-
rials - agricultural, forestry, and mineral products. Such processing plants tend 
to have local connections and do not require high qualification of the workers. 
Local traditions (specialization in specific branches), existence of the local edu-
cation specialized in a certain field, or off-season non-agricultural activities of 
agribusinesses can be employed, too. 

In peripheral microregions, services constitute a branch in development. 
Apart from standard services for the local population and tourist services, also 
location of supralocal services of social nature can be recommended. The quiet 
environment of remote rural areas is ideal for the establishment of retirement 
homes, sanatoriums, and similar facilities, which are in part financed by the 
state and which are less susceptible to prosperity fluctuations. Considering the 
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problems associated with the skill and educational structure, special attention 
should be paid to retraining centres. 

As regards tourism, a whole set of questions needs be tackled related to the 
construction of the missing infrastructure, training of the entrepreneurs and 
workers in this field, and marketing. We must pose the question why should 
visitors come to the specific microregion, on what visitors each microregion 
should focus, and how to make them use an entire complex of services, so that 
their money stays within the specific area. Although attractions can be found 
everywhere, they are rarely of the kind that would alone lure the visitors. Hence, 
the services in a microregion need be offered as a package. Good quality cater-
ing and accommodation services are essential. 

What currendy lies in the centre of attention, is the economic crisis which 
will impact on peripheral microregions in such a way that no external invest-
ments can be expected. Some companies can potentially even leave such micro-
regions. Yet, the attention of the domestic holidaymakers could be diverted 
from package tours abroad to less expensive vacations in their home country. 
This is why the crisis could paradoxically help the peripheral regions, provided 
they will be able to respond to demand in a flexible manner. 

With respect to an absence of prerequisites for the development of quantita-
tive indicators, the borderland localities are advised to tackle the quality of life 
of the local population, visitors, and entrepreneurs. Municipalities often stress 
the issue of completion of technical infrastructure. This is important, but the 
development of civic life by way of support to associational activities, traditions, 
and participation of the citizens in administrative issues is of higher significance. 
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The emergence 
of farmers-entrepreneurs 
as local development agents 
in the rural space of Israel 

Abstract. The rural space in Israel has been undergoing a process of economic, social and 
physical restructuring for a number of years, resulting in the appearance of a multifunctional 
space, characterized by a growing number of pluriactive households. A major aspect of this 
process is the emergence of farmer-entrepreneurs, who, besides their farming activities, operate 
non-farming businesses on the family farm in the Moshav type settlement. The paper 
characterises these farmers-entrepreneurs, explains the underlying causes for their choice of 
pluriactivity as an income-producing adjustment strategy, and identifies the impact of their 
entrepreneurial activity on the local community and region. It is argued that these farmers turn 
out to be important driving forces of local development at both the community and the 
regional levels. 

Key words: non-farm enterprises, family-farm, pluriactivity, local development, Israel 

Introduction 

For several decades the rural space in Israel, as in many developed countries, has 
been undergoing a process of economic, social and physical restructuring. The 
origins of this process lie in the decline of agriculture as the major basis of the 
rural economy and the subsequent readjustment endeavours made by both 
exogenous and endogenous drivers of change, including public institutions and 
local and external private actors. The outcome of these endeavours is the 
appearance of a multifunctional rural space, characterized by a mixture of pro-
ductive and consumptive functions, by a growing number of pluriactive house-
holds and by an increasing spatial heterogeneity and inequality. 
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This paper presents a study of one aspect of this process - the emergence of 
farmers-entrepreneurs, who, besides their farming activities, operate non-farm-
ing businesses on the family farm. These farmers turn out to be important driv-
ing forces of local development at both the community and the regional levels. 
The study had a three-fold aim: to find out who are these farmers-entrepre-
neurs, to explain the underlying causes for their choice of pluriactivity as an 
income-producing adjustment strategy, and to identify the impact of their 
entrepreneurial activity on the local community and region. It is hypothesized 
that their choice reflects their awareness of opportunities derived from the 
changing local conditions on the one hand and government policies and regula-
tions on the other hand, and their ability to utilize them for their economic 
benefit. The empirical foundation of the investigation is a field study carried 
out among eighty farming households located all over the rural space of Israel, 
using structured questionnaires, and reinforced by open-ended interviews with 
selected office-holders on both the local and the national levels. 

The paper is divided into four parts. The first part outlines the theoretical 
framework of the phenomenon of on-farm non-farming enterprises, followed 
by a description and analysis of the Israeli setting in the second part. The third 
part summarizes the findings of the study with respect to the characteristics and 
underlying reasons for the development of such enterprises, while the conclu-
sions consider the economic implications for the individual rural household as 
well as for the community and the region it is part of. 

Theoretical background 
The process of economic, social and physical restructuring, manifested in recent 
years in the rural space of the developed economies is a complex process, driven 
by a number of long-term trends of change. The most important among these 
trends are the declining significance of agriculture for both national and rural 
economies, the increased awareness of the importance of a sustainable environ-
ment, the improved transportation and communication infrastructure in rural 
areas, and the growing demand for both rural housing and rural recreation and 
tourism. The cumulative effect of these changes prompted a reassessment and 
revision of policies regarding the rural space, and the long-standing support 
given to farm producers is being replaced by new policy measures, designed to 
encourage rural development through the improvement of infrastructure and 
economic diversification (Pierce, 1993; Winter, 1996; Baldock et al., 2001). 
The ensuing outcomes of these developments include, among others, the pene-
tration of industrial, commercial and service sector enterprises into rural com-
munities on the one hand, and an increase in commuting to urban centres of 
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employment on the other hand (Gasson, 1988; Ilbery, 1991; Eikeland and Lie, 
1999; Robinson, 2004). The overall result is a multifunctional space, exhibiting 
a diversified landscape and a mixture of demographic and occupational profiles 
of rural dwellers. The goods and services produced in this space support broader 
local and national goals beyond food security and rural development (McCar-
thy, 2005). 

Under the engulfing process of restructuring of rural land and labour 
resources, and their own inability to make a living from agriculture alone, farm-
ing households face three possible strategies of survival (Bryden and Bollman, 
2000; Sofer and Applebaum, 2006): increasing the scale of the farming enter-
prise; diversifying their employment and income sources; or shifting out from 
agriculture. In fact, a significant percentage of farmers choose to diversify, either 
by developing new activities within the farm, or by combining farm-based and 
external sources of income. Both patterns represent the emergence of 
pluriactivity as a common strategy for farmers who wish to retain their farms as 
a running business, but at the same time to reduce their reliance on agricultural 
production as the major source of income. The features of pluriactivity and the 
reasons for its choice as an adjustment strategy have been analysed extensively in 
the literature (Brun and Fuller, 1991; Ilbery, 1998; Eikeland and Lie, 1999; 
Bryden and Bollman, 2000; Hoggart and Paniagua, 2001; Sofer, 2001) and will 
not be reiterated here. 

A significant group of farm-holders choose as their strategy of pluriactivity to 
establish a business enterprise on the farm. In this choice they often have several 
goals, such as maintaining the farm active in agriculture, increasing household 
income and profits, getting involved in new economic ventures, and self-fulfil-
ment (Kelly and Ilbery, 1995; Barbieri and Mahoney, 2009). In many cases 
diversification of the farm economy means adding value also to agricultural 
products (Gillmor, 2003; Barbieri and Mahoney, 2009). Already by the 1990s 
there were several surveys reporting on a growing number of farms diversifying 
their income sources through on-farm ventures (Bryden et al., 1992, Gasson et 
al., 1988). For instance, 60% and more of farmers in Cambridgeshire, England, 
operated non-agricultural enterprises on the farm (Carter, 1998), and about 
50% in Norway (Eikeland and Lie, 1999). 

Generally, it is possible to discern three major types of on-farm businesses: 
farm dependent businesses, farm tourism and community services (Ilbery, 
1991; Robinson, 2004; Jongeneel et al., 2005; Sofer and Applebaum, 2008). 
Yet, the nature of farm business enterprise varies from one place to another and 
among different farms, in line with the local and regional conditions, the char-
acteristics of farming activities and of household members, the type of resources 
available to the entrepreneurs, such as land and farm premises (Gillmor, 2003), 
the nature of demand for specific goods and services and government regula-

http://rcin.org.pl



1 1 0 The emergence of farmers-entrepreneurs as local development agents in the rural space... 

tions (Kelly and Ilbery, 1995; Daalhuizen et al., 2003). The transformation of 
the family farm economy has resulted in patterns of differential development 
and increasing heterogeneity, reflected in inter-regional and intra-regional 
inequalities in welfare and socio-political status, in access to economic opportu-
nities and in economic performance of farm families (Marsden et al., 1987; 
Beteille, 1994; Hoggart et. al., 1995; Banski, 2003; Terluin, 2003). 

Spatially, the appearance of on-farm ventures is far more remarkable in the 
rural-urban fringe (Praestholm and Kristensen, 2007), and is accompanied by 
an intense competition between agricultural and non-agricultural land uses 
(Bunce and Walker, 1992; Bryant and Joseph, 2001; Robinson, 2004). The 
proximity of the urban environment attracts a wide range of economic activi-
ties, including advanced sectors and wealthy populations, which affect the pat-
tern and level of demand for goods and services. While remote regions also gain 
from the process of rural restructuring, the impact is weaker and is seen mainly 
in a small number of domains, often those that arc identified with the rural 
apace, such as farm tourism. 

The production activities of the farmers-entrepreneurs reflect on both the 
form of regional development and the farmers' contribution to local develop-
ment. In defining local development (whether urban or rural), Moseley (2002) 
suggests that it is 'the pursuit of development at a local scale with the aim of 
addressing local concerns, adding value to local resources - whether material, 
human or symbolic - and mobilizing local actors - whether people, groups or 
agencies'. Accordingly, local entrepreneurship and the mobilisation of human 
capital seem to be important for the generation of local development. This was 
portrayed in a four stages model by Coffey and Polese (1984): the emergence of 
local entrepreneurship, followed by the take-off of local enterprises, the expan-
sion of these enterprises beyond the local region, and finally, the achievement of 
a regional economic structure based on local initiatives and locally created com-
parative advantages. 

The benefits derived from local initiatives involve the use of local knowledge 
and local resources in order to achieve individual and community-determined 
goals (Bryant, 1989). Such initiatives contribute, among others, to supplement-
ing the farm income, to job creation, to improved access to services, to eco-
nomic exploitation of unused resources (Damianos and Skuras, 1996; Carter, 
1999; Sofer and Applcbaum, 2008), and to the provision of inputs and outlets 
to local and external firms (Carter, 1998). In other words, employment creation 
and economic regeneration are major components of local development objec-
tives, and local entrepreneurship is a major mechanism to achieve them (Syrett, 
1995), particularly in peripheral areas (North and Smallbone, 2006). It should 
be kept in mind that from the community and regional perspectives, entrepre-
neurship is not so much a process of making some farmers wealthy, as it is to 
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enable the community, and the region in which it is located, to enjoy the bene-
fits of successful and compatible entrepreneurial development. Altogether, the 
topic of local development is implied in the expansion of entrepreneurial activi-
ties in the rural space by farm-holders, yet the discussion on the contribution of 
on-farm enterprises to local development is still embryonic, and this paper 
make; an attempt to draw attention to some of its major issues. 

The Israeli setting 
Pluriictivity has been common in family farms in Israel for quite some time. 
However, its main form until recent years has been the combination of farming 
and cff-farm employment. On-farm entrepreneurship was in fact impermissible 
and regarded as illegal. For many years the rural space in Israel was treated 
main.y as an agricultural space, and agriculture was considered to be the main-
stay of the rural economy. But as happened in many advanced economies, the 
importance of agriculture in both the national and the rural economy has been 
declining for several decades. Technological progress brought in its wake 
a redaction in farm labour requirements, spiralling growth in supply, decrease 
in red prices of agricultural output, deteriorating terms of trade, and a signifi-
cant drop in profitability of the farm sector and of individual farming house-
holds (Kimhi, 2004; Sofer and Applebaum, 2006). However, for a long time 
the impact of these trends on the economic base of rural areas and rural house-
holds was toned down due to the special institutional system and government 
protection of the rural sector in Israel. The situation began to change only by 
the mid-1980s, when the government began to revise its rural policies. 

The institutional framework of rural communities in Israel 

The rural space in Israel is to a large extent a planned space, and about 80% of 
existing villages were established within a national settlement program, which 
was initiated nearly a hundred years ago and continued throughout most of the 
20lh century. All the planned villages are registered legally as cooperative societ-
ies of various types and the land is registered under the name of the cooperative. 
The Settlement Authority provided the initial settlers with all the necessary 
resources, and in return the settlers were obliged by the lease contract to use the 
land only for farming. The authority continued to support the settlers until they 
were able to handle their affairs independently (Weitz and Rokach, 1968), but 
the farm sector in particular, and the rural sector in general, continued to bene-
fit for many years from the support and protection of the government, delivered 
through various measures, such as farm subsidies and legal protection of agricul-
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tural land and cooperative frameworks. This protection provided a measure of 
stability to the farming communities, but at the same time prevented them 
from recognizing in time the need to adjust, when the economic environment 
changed (Schwartz, 1999; Lapidot et al., 2006). 

This paper is concerned with farmers, who are members of the most preva-
lent type of village, the moshav, which comprises about 35% of all rural settle-
ments in Israel. The moshav contains on the average between 60 and 100 family 
farm holdings. The sizes of holdings differ among regions and localities accord-
ing to their agricultural potential, varying between 3 and 15 hectares, but arc 
equal within each moshav. This equality is rooted in an ideological concept that 
every settler is entitled to receive an equal share of the distributed public 
resources. The size and structure of the farm were determined on the basis of its 
capacity to provide a family that works full-time on the farm with an average 
income which is comparable to that of a working urban household. Accord-
ingly, the contract with the settlers specified that the holding could not be 
divided or amalgamated, and could be transferred to heirs or other potential set-
tlers only as one unit in its entirety. In the long run, this stipulation circum-
scribed the ability of farmers to expand their land holding in response to the 
changing economic conditions. 

The restructuring of the rural economy and the move 
to a multi-functional space 

In the mid-1980s a severe national financial crisis took place in Israel, and the 
government decided, as part of an anti-inflation effort, to withdraw its long-
-timc financial and legal protection of the farm sector in particular, and the 
rural space in general. At first it refused to bail out indebted farmers and coop-
erative societies, and later on it relaxed its restrictions on alternative uses of 
farmland and allowed its re-designation for other, mostly urban, uses. This lat-
ter decision opened the way for an increasing rural in-migration of non-farming 
population, as well as for new interest groups that started to compete with the 
long-time residents over the use of rural resources. These trends accelerated the 
processes of change which had been contained for a long time, leading to 
a rapid restructuring of the rural space from an agricultural space to a multi-
-functional space. 

The most noticeable change during that period was the restructuring of agri-
culture, as indicated in the following data. In 1960 about 84% of the rural 
labour force was engaged in agriculture, as compared with 34% in 1980 and 
only 9.5% in 2007. Between 1980 and 2007 employment in agriculture drop-
ped by about 30%, and the number of self-employed dropped dramatically by 
nearly 80%, indicating their gradual replacement by wage labour, mostly low-
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-paid foreign workers (Ministry of Agriculture, 2008). This trend contributed 
to a de:rease in production costs on the one hand, and released household 
membeis to engage in more profitable non-agricultural occupations on the 
other hand. In fact, the major source of rural employment at present is the pub-
lic sector (42% of the economically active population - Figure 1). 

These macro trends arc reflected at the micro level in the adjustment strate-
gies of individual farm households, seeking to increase and diversify their 
income sources (Kimhi, 1994; Sofer, 2001; 2005). In general, it is possible to 
discern three strategic directions: A relatively small group of farmers has chosen 
to expand their scale of operation through subleasing of land from other farm 
holders, and/or shift towards more capital intensive enterprises. These relatively 
large-scale farmers, who cultivate 10 hectares and more, derive more than 90% 
of their income from agricultural production (Sofer, 2005). Other farmers have 
opted out of agriculture altogether, renting their farm assets to either full-time 
farmers, or to commercial and industrial entrepreneurs. But the most common 
strategy adopted by farmers is pluriactivity, i.e. combining agriculture with 
other off- or on-farm activities, including wage employment, self-employment 
and on-farm business operation (Haruvi, 1989; Kimhi, 1994; Sofer, 2001). 

Figure 1. Changes in the employment structure in rural settlements in Israel: 1980-2008 
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Unfortunately, there are no updated statistics on the share of these groups in 
the total farm population, or on the relative importance of different types of 
pluriactivity, practiced by family farmers, in the household employment and 
income. There is earlier evidence indicating that wage employment of farm 
household members has been common for a long time as an income-augment-
ing strategy, while the development of non-agricultural activity on the farm 
itself is a more recent phenomenon. This difference in timing can be attributed 
to the legal restrictions on the use of land on family farms for non-farming pur-
poses (Applebaum and Sofer, 2004). While these restrictions still apply, the 
financial crisis on the one hand, and the change in institutional regulations con-
cerning the re-designation of farmland on the other hand, facilitated the devel-
opment of on-farm enterprises as a new and growing component of the survival 
strategy of moshav households. Between 1995 and 2002 (the last year for which 
data are available) the number of holdings having at least one on-farm enter-
prise and the number of non-farming enterprises nearly tripled, from 3,790 to 
10,656, and from 4,374 to 13,214 respectively. About a third of farm house-
holds rent premises to external entrepreneurs or to local residents (Ministry of 
Agriculture, 2003(. Despite this rapid growth the establishment of on-farm 
enterprises is still regarded as illegitimate since the land they occupy is desig-
nated only for agriculture. 

Earlier studies of this phenomenon concentrated mainly on the impact of 
enterprises located on farm holdings on the environment and on the social rela-
tions in the community (Sherman and Keidar, 1993; Sofer and Gal, 1996; 
Boyarsky, 2004). Almost no attention was given to the impact on the farm itself 
and on the local economy. The present study has therefore sought to find out to 
what extent the farmer's decision to establish self-owned business ventures on 
the farm indicates a desire to maintain the farm as an on-going enterprise 
and/or to utilize its resources to expand his economic activity. Another question 
concerns the impact of this activity on the local and regional economy. 

The farmers and their businesses 

Who are the farmers-entrepreneurs? 

The majority of farmers-entrepreneurs in the study belong to established farm 
families. Over 40% have acquired their farms before 1960 and only 13% are 
relative newcomers. About 20% are original first generation settlers who 
received their farms from the settlement authority and 44% inherited the farm. 
The remaining 35% bought the farm from previous owners. Nevertheless, more 
than 80% of all farmers (including buyers) have been living on their farms for 
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more than 25 years and slightly over 50% for more than 40 years. At the same 
time about two-thirds of the on-farm businesses were launched only from 1996 
onwards, indicating an endogenous entrepreneurship by long-established farm-
ers. 

Almost all the interviewed farmers expressed an unequivocal intention to 
maintain the farm as an on-going operation, although not necessarily as their 
main occupation. However, nearly 60% of them are over 55 years old and only 
10% are 35 years old or younger. At the present stage it appears that the pros-
pect of inter-generational transfer on many of the farms is uncertain. Only 
about one third have at least one potential heir living on the farm, and the 
majority of these younger family members show greater interest in the business 
ventures than in the farm itself. In fact, quite a few of them have actually started 
these ventures and are acting as their managers. From several face-to-face open 
ended interviews conducted with some of the farmers it appears that since most 
farms can no longer support even one family without additional sources of 
income, the opportunity to develop a non-farming business venture enabled the 
younger generation members to remain on or return to the farm. In this sense, 
the non-farming enterprise facilitates the continuation of the farming activities 
by the family and contributes to the rejuvenation of the rural community. 

The economic activities of the farm households 

The farm holding. The most frequent size of a farm holding in the study 
(48%) is 3 hectares. About 16% of the holdings are smaller and 35% are larger. 
In addition to operating a non-farming business, most farmers-entrepreneurs 
cultivate larger tracts of land than the land they own, and about 40% cultivate 
more than 5 hectares. Some of them rent the additional land from neighbour-
ing farmers, but the larger tracts are often worked in partnerships. There is also 
a smaller group of farmers who cultivate only a part of their holding, concen-
trating on the business as the major source of income. According to the infor-
mation supplied by the farmers, the average number of workers on the farm is 
three, including one family member. About 25% of all farmers have recently 
expanded their farm operations, either by introducing new agricultural enter-
prises or by technological innovations. Nevertheless, even these farmers 
reported that they could not make a living from agriculture alone and therefore 
they developed also non-farming enterprises as additional sources of income. 

The on-farm business enterprise. The types of non-farm business ventures 
developed by the Israeli farmers reflect their ability to recognize the specific 
attributes and resources of the rural space in general and their specific location 
in particular and exploit them for their economic benefit. The on-farm ventures 
identified in this study may be divided into four categories: farming-dependent 

http://rcin.org.pl



1 1 6 The emergence of farmers-entrepreneurs as local development agents in the rural space... 

enterprises (33%), farm tourism and recreation (28%), community services 
(15%) and other businesses, mostly footloose activities (24%). Most tourism 
businesses are located in the scenic north of the country, while the farm-
ing-dependent businesses are found mostly in the major farming areas - the 
inner valleys and the coastal plain. 

The majority of the businesses, except those that are farming-dependent, are 
relatively small in terms of both floor space and number of workers (Table 1). 
About 75% of all businesses occupy less than 150 square meters per unit, 
employ less than 3 workers, and are defined legally as registered business. Only 
20% are registered as companies. Farming-dependent enterprises are not only 
much larger in size than the other types of enterprises, but their owners also cul-
tivate larger tracts of land - 10 hectares on average, as compared with only 
2.1 hectares for owners of community service ventures. 

Table 1. Average size of business enterprises by floor space and number of employees 

*14 farmers did not provide information on the floor space of their business. 

The economic link between farm and business. The study revealed 
a strong link between the farm and on-farm business activities. Most of the 
farmers-entrepreneurs have been utilizing the farm resources, including land, 
premises, capital, labour and farm products, in the building of their business. At 
the same time, nearly 60% of the farmers invest part of the income cerived 
from the business ventures back into the farm enterprise. In certain casts they 
draw added value from farm activities by retaining a larger share of the revenue 
derived from agricultural production. In other words the business enab.es the 
farmer not only to keep his farm going but often also to develop and expand his 
farming activities and increase his income from the farm. Additionally, the exis-
tence of a group of farmers-entrepreneurs can provide a strong economic core to 
the rural community, and creates a demand for additional activities by 
non-farmers living in the village. The development of farm tourism is a case in 
point, generating a demand for additional services for visiting tourists. 

http://rcin.org.pl



Michael Sofer, Levia Applebaum 1 1 7 

The strength of farm-business links varies with the type of business (Table 2). 
The strongest link appears in farm-dependent businesses, such as wineries, dair-
ies, on-farm sale of farm products etc., and the weakest in other businesses, 
unrelated to the farm or to the community. In the latter case only 40% of entre-
preneurs use money earned in the business to invest in the farm or vice versa, 
while close to 60% of owners of farm-dependent businesses do so. These farm-
ers also tend more than others to register the farm and the business as a legally 
joint business enterprise. 

Table 2. Percentage of farmers specifying the existence of economic links between farm and business 
by type of business and type of link 

Type of link 

Other 22 44 39 39 

Factors promoting and obstructing on-farm business activity 

The farmers were asked to state their main reasons for setting up a business on 
the farm by degree of importance of each reason on a scale from 1 to 3 
(Table 3). Generally, three groups of reasons may be discerned. The first group 
includes the economic considerations relating to the need of additional income 
in view of the decline of income from agriculture, which almost all the inter-
viewees pointed out as the most important reason for setting-up a business. The 
second group indicates a wish to exploit a variety of resources available to the 
household - from acquired knowledge (the most important resource in this 
group), through unused farm premises, to labour and capital resources 
(although the latter is ranked relatively low on the scale of importance). In fact, 
the availability of these resources is often the trigger to on-farm entrepreneur-
ship (see also Sofer, 2005). The third group represents entrepreneurial motives, 
such as the wish to exploit promising business ideas or new market demands, 
and personal motives such as a search for self-fulfilment. In general, reasons 
stated by a relatively large number of respondents showed also a propensity for 
a relatively higher degree of importance. 
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Table 3. Reasons for setting up a business on the farm 

The high degree of importance assigned to income considerations raised the 
question why do these farmers prefer the establishment of a business on the 
farm over employment outside the moshav. The most frequent explanations 
given by farmers are the wish to take advantage of the proximity to the house 
and to the farm (86%), the wish to be self-employed (85%) and the desire for 
self-fulfilment in work (80%). Slightly over 60% explained that the oil-farm 
business facilitates the continuation of the farming operations. These answers 
imply that these farmers-entrepreneurs wish to continue their way of life as 
independent producers in a rural setting. This also indicates the potential for 
local development, inherent in family farmers, due to their experience as farm 
business entrepreneurs on the one hand, and the underutilized resources it their 
disposal on the other hand. 

Moreover, one should remember that the availability of land and premises, 
and the proximity of the work place to the farm and to the home are important 
factors, which can promote and support the development of on-farm enter-
prises. Besides, farmers indicated locational advantages relating to the rural 
environment and proximity of customers as important factors. On the contrary, 
it was found that the two most important obstacles cited are the shortage of 
capital resources, and institutional constraints and bureaucracy. The Utter is 
easily explained, since according to the present legal status farmers are not 
allowed to use their land for any purpose other than farming, and therefo'e they 
can at best obtain a temporary permit for establishing a business. More often 
they do so without planning permits, and consequently are unable to obtain 
other permits, which are necessary for the legal operation of the business. 
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According to the entrepreneurs' responses, the Israel Land Authority and the 
Ministry of Agriculture and Rural Development are perceived as the two main 
institutions posing obstacles to enterprise development. This is understandable 
in view of the regulative authority held by these two institutions with respect to 
agricultural land and farming activities. Other institutions mentioned are the 
Regional Council (the municipal authority of rural areas in Israel) and the Min-
istry of Health. At the same time the Ministry of Agriculture is cited by other 
farmers also as highly supportive institution. The reason for this difference of 
opinion probably derives from the type of enterprise, since the Ministry pro-
vides support in particular for tourism and recreation enterprises, and much less 
support, if at all, for other activities. Only a small number of entrepreneurs 
acknowledged support from other organizations such as the Ministry of Tour-
ism and the Regional Council. 

On the whole, it appears that in spite of considerable institutional and finan-
cial constraints, farmers-entrepreneurs included in this study have succeeded in 
developing new business ventures on their farms. In this effort they have been 
using both the human capital and the material assets at their disposal, creating 
economic benefit for their own welfare as well as for their communities. 

Levels of local and regional embeddedness 

Each business has its own specific networking characteristics, which are largely 
related to the economic branch it belongs to. The term 'networking' refers to all 
types of linkages that the business has, those related to suppliers and customers, 
as well as to information and knowledge acquisition. The networking developed 
by the entrepreneur is a major asset of his social capital and thus plays a major 
role in the business survival and expansion. Local linkages indicate a high level 
of integration into the local economy and are considered a prerequisite for 
a vibrant and successful local economy. The moshav entrepreneurs are linked to 
both local and external networks and markets (Table 4). About half of their cus-

Table 4. The percentage distribution of customers and suppliers by location 

The values do not sum up to 100 because the number of respondents varies by answer. 
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tomcrs arc locals — from the moshav itself and the surrounding region. The share 
of local suppliers is lower - just above one third. 

The moshav entrepreneurs also use local advertising channels. Although the 
main advertising venue is the internet, used by almost sixty percent of the 
respondents, frequent use is also made of billboards posted in the moshav and 
throughout the region (46%), and of the local press (26%). This means that the 
entrepreneurs are looking first of all for local customers, either residents of their 
settlement and the close-by region, or passerby customers - tourists and tra-
vellers. 

Contribution to household, local and regional growth and quality of life 

As may be concluded from the analysis of data, the on-farm businesses play 
a major role in both household welfare and local economic development. 
Table 5 shows that on the average the major source of income for the farm-
ers-entrepreneurs is the on-farm business, followed by the farm itself, while 
other potential sources are relatively negligent. This finding is expected, as it 
reflects the initial choice of the group under scrutiny. Moreover, the mutual 
relationships between the business and the farm, as expressed by the data in 
Table 2 above, suggest high internal dependency between these two major 
sources of income. This dependency reflects on the survival strategy of the farm-
ing household and thus expresses the fact that the persistence of agricultural 
production and its related activities depends to a large extent on the existence of 
sustainable non-agricultural activities on the farm. 

The implications for local development arc emphasised by the farmer-entre-
preneurs own responses to the question regarding their conception of the main 
contribution of on-farm enterprises to local development. About ninety-five 

Table 5. Percentage of households by the relative share of different sources of income 
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percent of the respondents specified the creation of new work places as the 
major contribution, followed by the expansion and diversification of local com-
munity services (75%). Another stated contribution is the improvement of the 
general welfare of rural inhabitants (71%). At the same time the respondents 
cited also non-positive implications, such as the increasing conflicts between 
neighbours within the settlements (65%), and between the farmers and the reg-
ulatory institutions (65%). Nonetheless, the positive implications have a supe-
rior weight by far. 

Conclusions 
The distinctive feature of the particular group of farmers under consideration in 
this study is their choice of a livelihood strategy based on a combination of agri-
culture and self-owned small business activity on their farms. The major reasons 
for this choice are economic, reflecting the significant changes, which took 
place in the economic environment and in government policy, which forced the 
farm households to seek alternative sources of employment and incomc. The 
majority of farmers in this study, who come mostly from old-established farm-
ing families, decided to make use of the various physical, human and financial 
resources at their disposal to establish new business ventures, which would not 
only provide the necessary additional income, but would also support the con-
tinuance of farming and satisfy individual entrepreneurial aspirations. Many of 
the businesses established by these farmers are connected in one way or another 
to the farming activity and there is a two-way transfer of resources between the 
two economic activities. 

It has been suggested that the choice of pluriactivity based on agriculture and 
on-farm enterprise may be only a temporary strategy, adopted by some of the 
farming households. We would argue that at present, for the majority of those 
households that operate small farms that can no longer provide sufficient 
income, pluriactivity is also aimed at helping to sustain the agricultural activity. 
In such cases, farmers may utilise the resources acquired from the business for 
investment in the farm. Quite often the businesses, which they establish, are 
adding value to the agricultural products, resulting in higher farm incomes. 
Moreover, with the increasing dependence of the rural economy on non-farm-
ing enterprises, the existence of on-farm enterprises provides a measure of stabil-
ity, particularly at times of crisis in the agricultural sector. This dependency sug-
gests that a more structured planning policy should be adopted in order to cre-
ate a thriving non-agricultural economy as a support system for farmers. 

The decline in the share of agricultural producers in the moshav communi-
ties, combined with the in-migration of non-farming residents, lends particular 
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importance to the emergence of pluriactive farmers who develop on-farm enter-
prises. On the one hand, they help to maintain the land under cultivation and 
protect the open rural space. On the other hand, they contribute to the rural 
economy by creating new job opportunities and new demand for inputs and 
services in their own locality and the surrounding region. Another contribution, 
often made by the women in the farm households, is the provision of commu-
nity services, which improves the accessibility of local people to service outlets 
and thus increases their welfare. 

It should also be pointed out that there is an abundance of human and social 
capital in the Israeli rural space, waiting to be exploited. Unfortunately, the rec-
ognition that this concentration of skills, experience and cooperative tradition 
could be mobilized into local development activities has yet to infiltrate into the 
policy making system, mainly at the national level. This group of potential 
entrepreneurs could be the avant-garde of local and regional development, par-
ticularly in peripheral areas, where external private capital is scarce and local 
capital, with suitable public support, can move the economy forward. 

Although the economic implications prove to be positive, so far the govern-
ment policies turned out to be the greatest obstacle to local entrepreneurship on 
farm holdings. It is essential that government agencies should change their atti-
tude, remove existing obstacles and encourage entrepreneurial diversification 
through integrated policies, incentives, and support programs that will enable 
entrepreneurial farmers to realize their potential for their own benefit and for 
the benefit of their localities. Promoting diversification that fits the character of 
rural areas and supports the agricultural systems will sustain and strengthen 
rural communities, their cultural diversity, and the rural way of life. 

Based on a preliminary study, the present paper focused on a limited number 
of issues concerning self-owned on-farm enterprises and their role in local devel-
opment. Future research should, however, expand into additional issues related 
to the performance of these businesses in maintaining long-term sustainable 
and vibrant rural communities. This is of particular relevance to policy-makers 
who are concerned with the need to regenerate and revitalize lagging rural com-
munities. 
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Strategies for the development 
of sericulture for rural development. 
Case study of Malda District 
of West Bengal, India 

Abstract. Generation of productive employment has become the central task of economic 
planning in India. Sericulture in some areas of rural India is a productive occupation for small 
and marginal farmers. It plays a vital role in the economy of Malda district, accounting for 
60% of national share and for 75% of state share of raw silk production. The present study 
furnishes a detailed account on the problems of mulberry cultivation and silkworm rearing. 
Attempt has been made to formulate constructive guidelines for the eradication of inherent 
problems of the said sector so that it attains viable development at a sectoral, as well as spatial 
level. 

Key words: sericulture, silkworm rearing, mulberry cocoon production, India 

Introduction 
Generation of productive employment has become the central task of economic 
planning in India today. The employment opportunities created must be pro-
ductive enough in assuring minimum income and standard of living to the 
poor. Sericulture, being an important activity in some areas of rural India, is 
most suitable and productive occupation. Sericulture related activities comprise 
mulberry cultivation, silkworm rearing, cocoon reeling, twisting, weaving and 
finishing of fabric. These can be broadly grouped as pre-cocoon activities, 
which are agriculture based, including mulberty cultivation and silkworm rear-
ing, and the rest are post cocoon activities included in the industrial sector. The 
result of the pre-cocoon activities is the production of cocoons and that of post 
cocoon is the finished fabric. India is the second largest producer of total raw 
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silk and mulberry raw silk in the world after China. India produced 16,319 MT 
of total raw silk and 14,617 M T of mulberry raw silk in 2002 which was 17% 
and 16.3% of the world production, respectively. Besides, it is the only country 
which produces all the four types of silk (Mulberry, Tasar, Eri and Muga) of 
commercial importance. However, the bulk of the commercial silk produced 
comes from mulberry silk variety which is obtained from the silkworm 
(Bombyx mori) which solely feeds on the leaves of Morus alba. These silkworms 
are completely domesticated and reared indoors. Karnataka, Andhra Pradesh, 
West Bengal, Tamil Nadu and Jammu & Kashmir together accounted for 86% 
of the country's total mulberry cultivated area and 99% of the country's total 
mulberry raw silk production (Fig. 1) in the year 2002-2003. West Bengal 

Figure 1. State wise distribution of mulberry cultivated area and mulberry raw silk production in India 
(2002-2003) 
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ranks thiri in silk production in India. Sericulture plays a vital role in the econ-
omy of Malda district of West Bengal. The said district accounts for 60% of 
national aid 75% of state raw silk production. Three species of silkworm are 
reared in Malda namely Bombyx Textor, Bombyx Totunatus and Bombyx 
Cracsi. The fibre obtained from Bombyx Textor is superior in both quality and 
quantity, followed by Bombyx Cracsi and Bombyx Totunatus. Depending on 
the prevailing climatic conditions in Malda district, the crop harvesting can be 
done in five seasons which are Chaitra1, Baisakhi2, Jaistha3, Shrabani4/Bhaduri5 

and Aghrani6. However, farmers usually opt to harvest in four seasons only 
(Chaitra, Baisakhi, Bhaduri and Aghrani). Bombyx Textor furnishes the maxi-
mum production during Chaitra and Aghrani season. Bombyx Totunatus and 
Bombyx Cracsi are usually harvested during the remaining seasons. 

Keeping in view the need for revitalising the sericulture sector of Malda dis-
trict in order to give an impetus to the rural economy, the prime objective of 
this stud) is to derive a set of policy measures to achieve the social and eco-
nomic goals of developing mulberry cultivation and silkworm rearing. Hence, 
an in-depth analysis of the basic economic characteristics and estimation of pro-
ductivity and income generation with relevant explanatory variables has been 
done to reveal the problems and identify the factors inhibiting the growth of the 
sector. 

Spatial distribution of Mulberry Cultivation (MC) 
and Silkworm Rearing (SWR) 

Malda district alone accounts for 47% of the mulberry cultivated area of 
West Bengal. Then the districts of Malda, Murshidabad and Birbhum together 
account for 72% of the total mulberry cultivated area of West Bengal (Fig. 2). 
Figure 3 shews the area brought under M C in Malda district from 1976-1977 
to 2004-2005. The average rate of increase per annum during this period is 
only 119.7 hectare. In fact, there has been a decreasing tendency in mulberry 
cultivated area of Malda district from 2003 onwards, as land under M C is being 
transferred to other cash crops, mainly mango. 

Figure 4 exhibits the number of rearers having moved to SWR in Malda 
from 1976-1977 to 2004-2005. The average annual rate of increase of the 
number of rearers during this period is only 1560. Involvement of workers in 
SWR is not the same over different years; the number remained more or less 
same from 976-1977 to 1987-1988. It started increasing from 1990-1991 
and reached a maximum in the period 1994-1995, but then again started 
decreasing from 1994-1995 onwards, due to the fact that some of the rearers 
now engage themselves in mango orchards. Figure 5 depicts block7 wise data 
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Figure 2. District wise distribution of mulberry cultivated area in the state of West Bengal (2002-2003) 

Figure 3. Area under mulberry cultivation in Malda District 
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Figure 4. Silk worm rearers of Malda District 

related to mulberry cultivated area and number of silkworm rearers of Malda 
district. As much as 96.7% of the mulberry cultivated area of Malda district is 
concentrated in Kaliachak I, II, III and English Bazar Blocks. Kaliachak block I 
has the lions' share (61.6%) of the total mulberry cultivated land of Malda dis-
trict; 1 /4th of the total mulberry cultivated area of the district is in Kaliachak 
block II, which occupies second position in the district in this respect; 68.6% of 
the villages involved in sericulture in Malda district fall in four blocks, 
Kaliachak I, II, III and English Bazar. Kaliachak block I, with 62.7% of the 
total number of silkworm rearers of Malda district occupied 1st position, fol-
lowed by Kaliachak II block with 23.5% of rearers of Malda. Kaliachak III 
Block has nearly 4% of rearers, while English Bazar - 7.1%. 

Quality cocoons are the basic raw material for the silk reeling sector, which is 
the backbone of the silk weaving industry. In Malda district the total produc-
tion of reeling cocoons was 8489 M T in 2000-2001, 10,257 M T in 
2001-2002, 10,546 M T in 2002-2003, 10,598 M T in 2003-2004 and 11,559 
M T in 2004-2005, totalling the increase of 3070 M T from 2000-2001 to 
2004-2005 (Directorate of Sericulture, Malda). 

Sampling scheme 
The present study is based on a primary survey, designed to collect data on the 
general and economic performance of the farm sectors. 120 sample units have 
been selected from four blocks (Kaliachak block I, II, III and English Bazar) of 
Malda district on the basis of proportional distribution. The silkworm rearers in 
the sericulture villages are almost homogenous in character; therefore the sam-
ples of silkworm rearers are selected with simple random sampling method 
without replacement. The sampling has been done with the help of random 
number table (Random Sampling Number arranged by Tippett). 
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Figure 5. Block wise distribution of mulberry cultivated area and silk worm rearers of Malda District 

Basic economic characteristics of MC and SWR 

Table 1 presents the averages and the coefficients of variation (C.V.) for rele-
vant variables depicting basic economic characteristics of M C and SWR. All of 
the silkworm rearers also participate in MC. Average size of land under M C per 
unit is very small. 76% of the units have land up to 0.4 hectare under MC, 
meaning that majority of the units are small. Average land under HYV (high 
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yield varieties) per unit is even smaller: 34.2% of the surveyed units have no 
land under HYV. Average irrigated land per unit under M C is very low, but 
high value of C.V. indicates high variation among units. It is striking to note 
that 61.7% of the surveyed units have not irrigated their land. Because of small 
size of the plots, cost of irrigation is high, hence many rearers depend on rain 
for mulberry cultivation. Another significant point is that 54.2% of the units 
have low productive asset value, i.e. up to Rs.8 25,000, indicating that these 
units are small in size and the room used for SWR is made of mud wall with 
tali9 roof. In general, the value of building, tools and mulberry garden is low. 
Only 10.8% of the surveyed units have this value above Rs. 75,000, meaning 
that these units have an appropriate building and posses some modern equip-
ment. 

The M C and SWR are labour intensive activities, but because of low wage 
rate, prevalent in the region, expenditure on labour seems low, and the average 
annual cost of hired labour in M C is low. However, variability among the units 
is moderately high as 23% of the surveyed units do not employ hired labour. 
Cultivation is restricted to self-employed labour in small units. In MC only 
male labours work. In 45% of the surveyed units, which are large in size, owners 
and family members have not worked in the mulberry farm. Average hired 
labour cost in SWR is very low because majority of rearers produce green 
cocoon with the help of family members; 45% of the surveyed units have not 
hired any labour for SWR, and so the average self-employed labour cost per 
annum in SWR is moderate and variability among units is very low. About half 
of the surveyed units have self-employed labour cost just below average. Average 
number of self employed standard man-days per 100 DFLs (Disease Free 
Layings) is low with low variability exhibited among units. Nearly 31% of the 
surveyed units have used up to 300 self employed standard man-days. 

Fertilizer use plays a vital role in MC. Rearers generally use fertilizers during 
Chaitra and Aghrani seasons, but economically strong farms use chemical fertil-
izer or manure in every season. Average cost of fertilizers per hectare is moderate 
and variability among units is low. Use of irrigation facilities is insignificant in 
M C in Malda district, as reflected by the fact that 62% of the surveyed units 
cultivate without irrigation facilities. The average cost of irrigation per hectare 
per annum, as seen from the survey, is very low. Yet, very high variability has 
been exhibited among units as 28% of them have borne high irrigation cost, i.e. 
above Rs. 988.4 per hectare per annum, on the land where HYV mulberry 
plants are usually cultivated. 

The average depreciation charge per hectare of mulberry-cultivated land is 
low. This is because of use of the traditional mulberry cuttings. 89% of the sur-
veyed units own the mulberry cultivated land. Rests of the units have obtained 
the land on lease. The average rent per unit in a harvest year is very low. How-
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Table 1. Variables presenting basic economic characteristics of MC and SWR in Malda District 

C.V. - coefficient of variation (ratio of standard deviation to the average, here in per cent) 
Source: tield survey. 

ever, very high C.V. indicates very high variation in the rate of rent paid on 
land. Majority of the rearers have no separate silkworm rearing room. The rear-
ers of this region try to keep SWR room germ free by using reagents like bleach-
ing powder, formalin etc. Some of the rearers also try to control temperature 
and humidity within the room by using appropriate equipments. The average 
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annual maintenance cost of farm building in SWR is low, with low variability 
among units. However, low cost of maintenance indicates that owners of these 
units are not conscious about the quality of production. It is customary for all 
the rearers to repair and wash their tools and implements before the initiation of 
a season. They use formalin, cow dung and other means to maintain their 
equipments in proper condition. Average annual maintenance cost of tools is 
also low with moderate variability exhibited among units. Nearly 60% of the 
surveyed units have incurred maintenance cost below the average. These units 
are small in size and possess lackadaisical attitude. 

In a harvest year 1658 DFLs are used per unit on average. The average cost of 
100 DFLs in a harvest year is low, and very low C.V. indicates that majority of 
the units mainly purchase Bombyx Cracsi type of DFLs, which is usually priced 
low and readily available locally; 84% of the surveyed units of SWR sector of 
Malda arc found to purchase mulberry leaves from market, even though every 
rearer has a mulberry cultivated land. Average cost of purchased mulberry leaves 
per 100 DFLs used as seed is not very high, but variability exhibited among the 
units is moderately high. 

It can be observed from Table 2 that the cost of hired labour for M C gradu-
ally increases with the increase of land per unit. The cost of hired labour per 
hectare is high in large sized farms because the majority of the work is done by 
hired labour and contribution of self-employed labour is negligible. The con-
sumption of fertilizer per hectare of cultivated land is high in farms, which 
occupy land below 0.4 hectare. The quantity of fertilizers consumed in large 
farms is comparatively low. Hence, production of mulberry leaves per hectare is 
also low. The irrigation cost generally increases with the increase in the size of 
the farm. Usually, small units have no irrigation facilities. Irrigation cost per 
hectare is as low as Rs. 550.4 in the 50 units which fall in the class group of 
0.2-0.4 hectare. Cost of depreciation of mulberry cultivation shows that nearly 
76% of the units have low cost per hectare because their size is below 0.4 hect-
are, whereas depreciation cost for establishing mulberry garden is high in larger 
units, which occupy more than 0.6 hectare of land. This indicates that numer-
ous units, small in size, cultivate traditional local varieties of mulberry saplings. 
Only 11% of units, which are large in size, have registered high cost in this 
respect. Cost of leased land is found in small units only. The average rent paid 
on leased land gradually decreases with the increase in size of the holding. 

Another important characteristic, which can be noted from the table is that 
the self-labour contribution in SWR is high in smaller units i.e. which have less 
land than 0.4 hectare. Nearly 3A of units have high self-labour contribution in 
production, while in larger units, occupying more than 0.8 hectare, self-labour 
costs are low. Cost on DFLs decreases as the size increases because larger units 
usually pay in cash. 
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Table 2. Composition of cost per hectare in SWR in different size class of land 

Figures in parentheses are in per cent 
Source: field survey. 

From the above discussion it can be noted that smaller units harvest more 
than three crops because they are fully dependent on SWR. They usually buy 
from local grainage on credit, generally paying high price for low quality DFLs. 
The cost of hired labour for SWR for nearly 34% of units having below 
0.2 hectare of land is Rs. 5381.8 per hectare of cultivated land. Then, about 
42% of the surveyed units from the group of 0.2-0.4 hectare have low average 
hired labour cost (only 3% of the total cost) and this cost increases with the 
increase in the holding size. 

The cost of extra mulberry leaves purchased from the market for nearly 34% 
of the units, which have farm land below 0.2 hectare, was high, i.e. Rs. 
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27,988.6 in a year per hectare of land. These units have not enough of culti-
vated land and always depend on market for mulberry leaves. Cost of extra mul-
berry leaves is inversely proportional to the size of the farm. Maintenance cost 
of tools and room is also higher in smaller units (Rs. 8236) compared to the 
larger units. It generally decreases with the increase in the size of the farm. 
Interest on working capital is moderately high in the farms below 0.2 hectare. It 
is lowest in the size group 0.2-0.4 hectare. However, interest on working capital 
generally increases with the increase in farm size. Highest total cost of cocoon 
production per hectare of cultivated land is Rs. 106,133.9 in a year. This is 
because high cost is incurred on self labour and purchase of extra leaves. Nearly 
34% of units having farm land below 0.2 hectare have borne such a cost. The 
total cost decreases with the increase of farm size signifying economy of scale 
(see Husain, 1976; Dandin et al., 2003). It can altogether be said that 66% of 
units with more land than 0.2 hectare are suitable for SWR in Malda district. 

Average production of green cocoon per unit in physical terms in a harvest 
year is not very high, with moderate variability among units. Nearly 60% of the 
surveyed units have production below average. Average production per unit in a 
harvest year in monetary terms is also not very high, with moderate variability 
among units. Average production of green cocoon per 100 DFLs in physical 
terms is very low, with moderately low variability among units. This indicates 
that productivity is uniformly low in Malda district. Nearly 56% of the sur-
veyed units produce only up to 15 kgs. of green cocoon per 100 DFLs in a har-
vest year, meaning that these units purchase low quality DFLs from local 
grainage. The gross output of SWR sector includes green cocoon, cocoon waste, 
fuel and manure. Average gross output per unit is moderate in a harvest year 
and variability among units is also moderate. Average gross output per 100 
DFLs in a harvest year is moderate and variability among units is low (40% of 
the surveyed units have low gross output). Average annual net income per unit 
is moderate with high variability among units. Nearly 85% of the surveyed 
units make low profit, up to Rs. 45,763 and 10% of units have shown loss up 
to Rs. 13,702. Income pattern is an effective indicator for understanding eco-
nomic productivity, as well as social condition. It indicates the extent of the 
problems that can occur due to low productivity. The average land under M C is 
0.3 hectare and the average income in sericulture is Rs. 6794. So, one hectare of 
mulberry cultivated land brings a profit of Rs. 21,775.6 in a harvest year. 

Table 3 presents income per season in SWR. It is evident from the table that 
Chaitra season in Malda district is an effective season, in which 75% of the sur-
veyed units have income up to Rs. 14,281, although 25% of the rearers have 
registered loss of up to Rs. 3109. The average income per unit in this season is 
only next to that in Aghrani season, but variation among units is high. The 
average income per unit in Baisakhi season is lower than in Chaitra season and 
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variability among units is very high. Yet, 64% of the surveyed rearers have posi-
tive income of up to Rs. 16,295, while 36% of units have negative income of up 
to Rs. 6,355. Bhaduri season is least effective in income generation, because of 
excessive rainfall during this period. The average income per unit in this season 
is the lowest and variation among units is exceptionally high. The average 
income per unit is the highest in Aghrani season. Nearly 82% of the surveyed 
units have obtained positive income up to Rs. 34,692. Only 18% of the sur-
veyed units have shown loss of up to Rs. 4848. Production in this season is 
most consistent, due to favourable weather that prevails then. 

Table 3. Income per unit (season-wise) 

Figures in parentheses are in per cent 
Source: field survey. 
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Problems related to MC 

The area of the mulberry cultivated land is gradually decreasing due to pressure 
on land. Besides, fragmentation of land is also an acute problem. The cost of 
operation is relatively higher for smaller and fragmented plots. These plots are 
now being converted to mango orchards, also leading to decrease in mulberry 
cultivated land and so lower production of mulberry leaves. Nearness of most of 
the mulberry fields to the residential area (within 0-2 kms.) of the village 
increases maintenance cost, because protection of mulberry fields from domes-
tic cattle is necessary. Besides, mulberry plots, which are close to mango 
orchards, suffer from the negative impacts of use of pesticides in the latter. Land 
is usually offered to small farmers on lease for only one year. Farmers cannot 
afford investing money for new plantation or replacement of old plants for just 
one year. Besides, insufficient use of manure and fertilizers is another cause of 
low productivity (Chowdhary et al., 2003). Nearly 60% of the mulberry culti-
vated lands lie in flood affected areas. Stagnation of water for some days is 
harmful to the growth of mulberry cuttings. During Chaitra, Aghrani, and 
Baisakhi seasons demand of mulberry leaves is high, but production remains 
low, due to erratic onset of monsoon and paucity of irrigational facilities. This 
further escalates the price of mulberry leaves. 

Leaf productivity is gradually decreasing due to knot nematode disease of the 
roots. Sericulture pockets e.g. Mohhabbatpur, Mothabari, Panchanandapur, 
Pataldanga, Bahadurpur, Chotomohidipur, Silampur, Sripur, Khanpara and 
Alinagar are severely affected by this disease (see Gupta et al., 1997). The local 
variety is more susceptible to the disease as compared to the improved Si strain 
(Sikdar and Shenoi, 1980). Majority of the mulberry cultivated land in Malda is 
under local variety of cuttings. Improved cuttings of Si variety are not easily 
available. Besides, the rearers do not have enough savings to invest in the 
improved Si cuttings. Labour requirement in mulberry cultivation is seasonal. 
Hence, labour shortage during peak days of Chaitra and Aghrani seasons, when 
demand for hired labour is particularly high, is a common phenomenon. This 
increases the wage rate and consequently production cost also becomes high. 
Nearly 65% of the farmers are illiterate and show little interest in adopting 
modern techniques of cultivation. 

Problems related to SWR 
Problems related to DFLs. Negligible supply of DFLs from the Governmental 
sector compels the rearers to depend on the local grainage (licensed or non-
-licenscd) for procurement of seed. It is a source of risk, inadequacy and insta-
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bility. The absence of quality in the supply of DFLs exposes the sericulturists to 
economic risk of fluctuation in production of cocoon and under-utilisation of 
garden leaf and makes sericulture less profitable or even unprofitable, depend-
ing on the circumstances. In Chaitra and Aghrani seasons some rearers are will-
ing to use bivoltine DFLs. But pure bivoltine layings are of short supply. 
Besides, inadequate and irregular supply, and high prices of the DFLs are a seri-
ous problem to the sericulturists. Having low savings, small rearers cannot buy 
high priced DFLs from licensed grainage on cash. They are compelled to buy 
DFLs from non-licensed grainage, who usually supply on credit. The bargain 
may look lucrative at that moment, but may lead to crop failure many a time. 

Problems related to rearing house and tools. Most of the rearing houses are not 
suitable for rearing. Only 5% of surveyed units have partly modern rearing 
building and modern equipments. It is also noted that almost all the rearers use 
traditional type of tools. 

Problems of labour. Majority of the sericulturists have received informal train-
ing from older generation. They stick to the old methods of keeping the room 
and tools free from diseases and are practically ignorant of the modern tech-
niques. Sericulture sector provides seasonal and intermittent employment to 
hired labour and payments is done on daily basis. Hence, labourers are not 
interested in continued employment in this sector. They are mostly switching 
to other non-formal sectors for employment. Thus, there is dearth of labourers 
during peak period in large units, mostly depending on hired labour. Besides, 
skilled labourers in sericulture are dwindling in numbers as younger generation 
of labourers switch to indigenous-cigarette making in the study area, which pro-
vides them with regular employment (Dandin et al., 2003). 

Problems of silk worm diseases. The greatest natural obstacle to sericulture are 
the diseases of silk worms, which are many, viz.; Pebrine, Muscardine, Flypest, 
Flacherie, Gatine, Grasserie, Court and the Dermestes Valpines. The cocoon 
rearers are aware of these diseases and are fighting to keep them at bay 
(Rahmathulla et al., 2002). 

Paucity of working capital. Paucity of finance is actually the principal eco-
nomic problem and many other problems are just a corollary to it. Because of 
lack of working capital, rearers are neither in a position to buy high quality 
DFLs, nor mulberry leaves of required amount and quality. Due to the shortage 
of working capital many rearers either remain idle or opt to produce below 
capacity. 

Problem associated with marketing of the cocoon. Marketing of mulberry silk 
cocoon is officially regulated in all major silk producing States of the country 
except in West Bengal. Normally, the cocoons are sold and reeled within 
10 days before the moth emerges and breaks the filaments. The sericulturists 
usually go for wholesale locally, mainly to private agencies (middlemen and 
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money lenders), who exercise their monopoly and pocket the lion's share of 
profit. 

Absence of minimum economic price and high price fluctuations. There is a wide 
fluctuation in the price of cocoon, due to instability of cocoon crops, variations 
in the quality of cocoons harvested, absence of standardisation & quality con-
trol and poor marketing facilities. The price of cocoon remains high in Aghrani 
season but is particularly low in Bhaduri season. 

Drudgery in SWR. Silkworms need careful handling, patience and persever-
ance. Most of the farmers feel that feeding silkworms in the late hours of the 
night involves drudgery and makes the farming families tired. Hence, drudgery 
constitutes one of the obstacles for the speedy growth of sericulture (Ramana, 
1987). 

Climatic hazard. Cool and equable weather throughout the year is quite con-
ducive for SWR, cocoon production and high profits. Hot tropical climate, 
especially summer, adversely affects the quality and yield of cocoons, thereby 
reducing income per hectare under sericulture. It adds to the drudgery, involv-
ing greater care and attention on the part of the sericulturists. Due to climatic 
hazard, the commercial crops of Baisakhi and Bhaduri do not yield high profits 
(Benchamin, 1995). 

Lack of extension and innovation. Sericulturists need a lot of scientific infor-
mation and skill in SWR. If they fail to utilise the extension services properly in 
introducing innovation, they may get discouraged in their enterprise. Their fail-
ure, partial or full, may discourage others and upset the process of innovation. 
Speedy growth of sericulture postulates intensive and effective extension services 
to facilitate healthy innovation. The survey conducted revealed that 98% of 
sericulturists of Malda could not get any access to departmental extension ser-
vices. 

Structural relationships between objective 
and explanatory variables 
An attempt has been made to estimate the relevant structural equations and to 
interpret the coefficients associated with explanatory variables in the broad 
framework of income generation mechanism in various sectors of sericulture 
(Gomez and Gomez, 1983; Rao, 1965). Structural equations, explaining several 
policy variables are obtained from regression analysis using least squares 
method. Results of the analysis for yearly data are shown in Figure 6. Impact of 
all the explanatory variables, except for Cost of disinfectants for tools, on produc-
tion in physical terms is positive and thus in conformity with the hypothesis. 
Costs borne for disinfectants for maintenance of tools have a negative influence 
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on production of green cocoon. It has been observed during field survey that 
disinfectants like formalin, bleaching powder, cow dung are not properly used. 
Through traditional experience, the rearers have learnt that the disinfectants, 
mentioned above, are likely to control pests and diseases and will give quality 
production, but due to lack of proper training in most cases, disinfectants are 
not administered in the right proportion and at right time. Therefore, the 
results are not always beneficial. Good housing conditions and proper mainte-
nance have great importance for total production, as the worms are highly sus-
ceptible to adverse weather conditions. At times, the whole crop of a season is 
lost due to lack of proper safeguard from rough weather. However, cost of 
DFLs has an even higher impact on output and productivity as good quality 
DFLs are the key factor for quality output; which will ultimately gain better 
prices in the market. The explanatory variable Percentage of land under HYV of 
mulberry has positive influence on production of mulberry leaves and the mag-
nitude of the impact is very high, as the area is particularly suited to HYV crops. 

Results of regression analysis for four crop seasons are shown in Figure 7. 
Explanatory variable Cost of hired labour, has high impact on output and pro-
ductivity in Baisakhi season, as weather being adverse, crop needs greater care. 
This is in conformity with the hypothesis. However, the impact of this variable 

\ indicate that the parameters are statistically significant at 1%. 5%. 10% level of significance 
respectively for (n-p-1) degrees of freedom, where n represents the number of observations and p 
represents the number of explanatory variable'. 

Figure 6. Impact of explanatory variables on objective variables for annual term in SWR 
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Figure 7. Impact of explanatory variables on objective variables for different seasons in SWR 

on productivity in Aghrani season is negative, because the wage rate is usually 
very high during this season, offsetting the beneficial impact. Cost of self 
employed labour has positive impact on output in Chaitra and Baisakhi seasons, 
but on productivity in Baisakhi season only. These are in conformity with the 
hypothesis. Cost of disinfectants for maintenance of tools has a negative impact on 
output in Baisakhi season because weather is adverse during this season and dis-
infectants are not used judiciously. Cost of disinfectants for maintenance of build-
ing has high positive impact on output in all the seasons except for Bhaduri, 
because disinfectants for maintenance of building in this adverse season do not 
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ensure expected influence. Investments into fixed capital, even though having 
positive impact on objective variables in all the crop seasons, but the magnitude 
of the impact is very low because these investments are on average low. Cost of 
DFLs has high positive impact on output in all the seasons except for Baisakhi 
and on productivity in Chaitra, Baisakhi and Aghrani seasons. Its particularly 
high influence on output and productivity is in conformity with the hypothesis. 
The variable of Cost of mulberry leaves purchased also has a positive impact on 
output and productivity in Chaitra and on output in Aghrani crop season. In 
the said seasons rainfall is negligible, hence leaf production is low, and so, rear-
ers who invest into purchase of extra leaves get better output. 

Policy recommendations for the development of MC 
Government should supply improved mulberry cuttings like S-l , S-13, S-34, 
S-799, S-l635 and K-2. The present supply of improved mulberry cuttings is 
very low, satisfying only about 1% of needs. There should be provision of 
100% supply of the improved mulberry cuttings to replace all the local varieties. 
Mulberry sapling nurseries should be established in order to supply the required 
numbers to the units for planting. Besides, for widespread propagation of seri-
culture, the farmers should be trained in preparation of mulberry saplings. State 
Sericulture Department at reasonable rates should purchase these saplings. This 
would ensure additional income for the sericulturists on the one hand and 
would provide immediate supply of the saplings to the farmers on the other. 
Government should take initiative to plant mulberry trees (S-34 and S-l635) 
along roads/rivers banks/ fallow lands so that these marginal lands are made 
productive (Datta, 2000). 

There is a need to generate information on the seasonal incidence of variety 
of pests in different agro-climatic conditions, and to work on the pest status, 
economic damage levels, period of occurrence and extent of physical loss. In 
view of development of many highly productive mulberry varieties, there is a 
necessity of screening the varieties for their susceptibility, tolerance or resistance 
parameters / characters. There is an urgent need to develop an IPM (Integrated 
Pest Management) package in order to manage, particularly the serious pests, 
with eco-friendly practices (Samson, 2000). 

The nematode population is high in sick soils, when fertility of the soil has 
reached the lowest ebb. To prevent the nematode attack the following methods 
may be adopted for proper growth of the mulberry plants. The topsoil may be 
burnt down before taking up new plantation. Heat sterilization technique i.e., 
deep plough of the soil and sterilisation by solar heat may be adopted. Use of 
dry grass, paddy straw, avena or wheat straw was found to improve the fertility 
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level of the soil as well as suppress the nematode population in the field. Use of 
green manures, e.g. sesbania, sun hemp or utilized cabbage or cauliflower leaves, 
pineapple or eichornia leaves reduce the root knot disease by incorporating the 
green plant material in the soil. Enrichment of soil by the use of oil cakes like 
neem, castor, soybean or cotton seed have been found to improve the fertility 
status of sick soil and simultaneously reduce the nematode population in the 
affected fields. Biological control of nematodes in tired soils may be adopted 
through increasing population of parasites and predators of nematodes in the 
soils. Oostenbrink and associates effectively suppressed the population of some 
plant parasitic nematodes by the use of trap crops (Das et al., 1994). Introduc-
tion of resistant varieties is perhaps the best measure against nematodes. The 
development of resistant character in the mulberry through breeding is still in 
its infant stages. Efforts are being made to locate the source of resistance in mul-
berry, which is still under investigation. 

Vermitech should be introduced for soil quality improvement. Diseases were 
recognized quite late as one of the major constraints in mulberry leaf produc-
tion. In this context, following areas have been suggested for future research. 
Disease forecasting and forewarning systems have to be developed for major 
mulberry diseases of field importance. Disease maps depicting seasonal occur-
rence, pathogens, symptoms and their control measures have to be prepared for 
each region. Preference should be given to pictorial representation so as to aid 
even the illiterate sericulturists. A detailed survey on the occurrence of different 
types of diseases should be conducted as top priority, and the actual loss in yield 
from disease should be estimated in each agro-climatic region. Several cultural 
practices such as spacing height of pruning, date of pruning, and selection of 
varieties have a significant role in minimizing the disease effects. Such practices 
should be identified as an important means of non chemical methods of disease 
control. Integrated approach to disease management has to be developed and 
popularized with major emphasis on biological and cultural methods. Mulberry 
diseases, whether minor or major in nature, are to be studied in detail and strat-
egies for their control should be kept ready in case of sudden outbreak of a dis-
ease. Economic threshold levels for each disease have to be worked out in order 
to initiate control measures at appropriate time (Sukumar et al., 1949). 

Co-operative movement in mulberry cultivation can play a vital role in the 
development of sericulture. Due to the divisions by inheritance cultivated land 
plots become very small and fragmented. So, if cultivation is done jointly, pro-
duction will be higher and costs of production will also be minimized. Frag-
mentation of mulberry cultivated land below 0.25 hectare should not be 
allowed, since plots of that size will not be cost effective. Government should 
encourage landless silkworm rearers to plant mulberry trees along marginal 
lands under Public Works Department and Central Government in Malda 
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under community basis. Long term soft loan to replace the old traditional vari-
ety of Mulberry sapling with the new improved mulberry varieties should be 
arranged either through cooperatives or banks. 

The plantation of mulberry, which is a perennial foliage crop, provides an 
ideal condition for intercropping. The intercropping of mulberry with seasonal 
vegetables (preferably leguminous, such as lentil), sold for good price, should be 
stressed upon to generate additional income from the land and to keep balance 
in nutrient content of the soil. 

Proper irrigation facility should be provided to cover mulberry cultivated 
land. As a sizeable proportion of the mulberry cultivated plots are small and 
scattered, tube wells and pump sets are more effective as measure of irrigation 
which could provide water throughout the year. A major project is needed in 
established sericulture zones to ensure requisite infrastructure and impart tech-
nical knowledge to the farmers either free of cost or at subsidized rates. Arrange-
ments should be made with the banks for long-term soft loans. 

Pruning schedule should be modified replacing traditional bottom pruning 
in November by top clipping in high altitudes or bottom pruning in low alti-
tude in June and middle pruning in December, since the period of natural pre-
cipitation is longer (May to September). The mass pruning programme at 
farmer's level as per pruning schedule should be carried out to obtain quality 
foliage for silkworm rearing as it has an impact on quality and quantity of 
cocoon. Organization of regular awareness programmes and intensive farmer 
training, with the use of modern technologies and assistance of NGOs should 
be ensured (Scngupta and Tikader, 1992). 

There are many varieties with ornamental values, but mulberry has not 
gained popularity in India as an ornamental plant. So, there is a room for 
screening and evolving mulberry variants for ornamental use (Dandin, 1989). 

Policy recommendation for the development of SWR 
Policy recommendation for modernisation of SWR building. The model rearing 
houses should be provided to all farmers through development schemes in a 
phased manner. The simplest method of preventing the walls from getting 
heated up is to keep at least 183 cm wide veranda all around the rearing room. 
The CSRTI (Central Sericulture Research and Training Institute) in Mysore 
has recommended a 10 cm gap between the outer burnt brick layer and inner 
raw brick layer of the wall to keep the room cooler. Planting trees all around the 
rearing room is a long-range remedy against heat. The arrangements should be 
made to cool the air inside the rearing rooms to bring down the excess tempera-
ture. The simplest way is to hang wet curtains of either gunny cloth or any 
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other course cloth, so that moist and cool air enters the SWR room. The curtain 
should always be kept wet. Depending on the size and the location of the SWR 
room one or more exhaust fans are required. Traditional SWR buildings, made 
of mud wall and tali roof, are also more effective than pucca buildings in the 
district. So, rearers of Malda may construct separate SWR buildings with low 
cost where the plinth should be made of burnt bricks, the wall should be made 
of mud, the roof of tali, and ceiling of bamboo with mud layer (Benchamin 
et al„ 1987). 

Policy recommendation for the improvement of tools and technique. The SWR 
technology practised by the rearers has to be modernised with time. The goal 
should be to introduce the innovation of the techniques, by which the cost of 
rearing could be reduced and, at the same time, cocoon crop yield enhanced. 
The common mountings, used at present in Malda have common spinning 
spaces, providing room for the formation of double cocoons as well as more 
deformed cocoons. The rotary cardboard mountings are more suitable for pro-
duction of high quality cocoons as its partitioned frame eliminates formation of 
double cocoons, entailing production of uniform cocoons, preventing soiling of 
cocoons by dead larvae and being easy to harvest. In Malda, numerous rearers 
cannot afford buying good mountings. Quite often they borrow bamboo 
mountings during harvest time and are compelled to harvest early. Therefore, 
cocoons do not get the required 20 days time to spin, resulting in immature 
spinning. The rearers should be supplied with requisite number of good quality 
bamboo equipment. Proper utilization of equipment used in SWR is necessary. 
The gap between two bamboo trays should be 25 to 30 cm. The gap between 
bamboo tray and room wall should not be less than 6 cm. Use of mud and cow 
dung for washing of bamboo trays is not effective. The use of phenyl and 5% to 
7% of bleaching powder in mud is very effective for the bamboo tray. All the 
tools should be disinfected by solar heat for three to four days. 

Policy recommendation for skill formation and labour management. SWR is 
handled completely by manual labour force. Thus, preparation of a labour cal-
endar to know approximately the total labour requirement of particular crop 
during various seasons in the respective farm units; arrangement for the 
employment of hired and family labour during the peak period; planning of 
works for rainy days to employ the hired labour on indoor jobs like oil cake 
crushing, fertilizer mixing, bamboo trays and mountings repairing are essential 
for systematic and effective labour management to ensure optimum utilisation 
of manpower for a successful cocoon production (Verma et al., 1999). Training 
programs for labourers engaged in SWR activities should be organised regularly. 
Training centres should be well distributed over space and should impart both 
basic and advanced courses. The stipends paid to the trainees should be suitably 
enhanced, since the stipends paid at present are low and not attractive. 
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Policy recommendation for appropriate marketing of cocoon. Establishment of 
viable regulated market is of prime importance for appropriate marketing of 
cocoons. Besides, governmental agencies also could come forward with better 
scope, facilities and services like transportation, grading, storing, weighting etc. 
for dealing with cocoons by the primary growers to keep sericulture as a sustain-
able remunerative cash crop for small and marginal farmers of this area. Raw 
material bank or cocoon bank and co-operatives should be established at block 
level, particular for Kaliachak I, Kaliachak II and English Bazar blocks. Estab-
lishment of cocoon markets by notification under an act of legislation will help 
rearers to be free from the exploitation of middlemen and to get competitive 
price for and grading of cocoons; to receive payment on the day of the sale; to 
have the benefit of seeing good quality cocoons and to have discussions with 
respective rearers, to be able to adopt better practices in rearing management. 

Policy recommendation for availability of good quality DFLs. Regular supply of 
sufficient quantity and quality of DFLs should be done through seed organisa-
tions, which should be under the strict control of government. In Malda, 400 
grainages having capacity up to 100,000 DFLs in a year should be organised to 
meet the demand for DFLs. These grainages will purchase their required basic 
seed from state or central basic seed producers or research institutes and will sell 
their produce after being checked by the government agencies or experts. 

Policy recommendation for eradication of silkworm diseases. Disease tolerant 
silkworm races and mulberry varieties, specific to the region and the climatc are 
to be developed. During Chaitra and Aghrani seasons Multivoltine races, like 
pure Mysore or Bombyx Cracsi with different bivoltine races or a good number 
of hybrid lines like MBD4, 0(y), D146 should be used and during rest of the 
seasons Pure Bombyx Cracsi should be used. Disease tolerant races of silk worm 
like KAXNAB4D2, NB7xNB4D2 should be specifically introduced to the seri-
cultural pockets of Mahabbatpur, Mothabari, Panchanandapur, Pataldanga, 
Michutola, Bahadurpur, Chotomohidipur, Silampur, Sripur, Khanpara and 
Alinagar, as the areas are seriously affected by the diseases. After each cocoon 
harvest the rearing houses and their surroundings should be disinfected. Cal-
cium hypochlorite (Xiatolin) with soap solution is suitable for disinfecting of 
rearing houses and bleaching powder for disinfection of floor, surroundings and 
appliances (Chakravarthy et al., 1997). Calhydrochlorite does not require any 
airtight condition to kill the germs. So, use of calhydrochlorite should be popu-
larised in this district. Besides, the rearing appliances are to be exposed to sun-
light for two to three days. This will help to kill the germs, which are sensitive 
to sunlight and high temperature and ensure sufficient disinfection of rearing 
houses, appliances and surroundings. Mass disinfection after completion of each 
rearing season in a village is a must, as all the farmers take up the rearing at the 
same time. 
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The overlapping of rearing in a village or within a rearing house should not 
be allowed as it leads to cross contamination within a rearing batch. All the 
farmers of any village should brush the layings at one time to check cross con-
tamination within a rearing batch. IPM involves the harmonious use of avail-
able methods of pest control in compatible manners (Samson, 2000). The suc-
cessful manipulation of parasitoids is an important tool under IPM programme 
and in sericulture it is widely used against Uzi fly. This technology should be 
developed and extensively used for other pest populations as well. Various disin-
fectants like formalin, bleaching powder, labex, vijefa, etc. play a significant role 
in making a crop successful. Awareness of the farmers is required for the efficacy 
of these disinfectants in silkworm rearing. 

Policy recommendation for extension and innovation. The sericulture depart-
ment's range officers should pay frequent visits to sericulturists to guide them in 
work, to check the diseases, and to persuade the rearers to adopt cross-breed 
races of silkworm and better methods of rearing (Ramana, 1987). The CSRTI 
should concentrate on introduction of new races, both multivoltine and 
bivoltine, which are moderately disease tolerant. Many technologies have been 
developed by the research institutes under Central Silk Board, which ought to 
be transferred to field to improve productivity and product quality. First of all, 
the technologies suitable for the Malda district should be identified. 

Policy recommendation for finance mobilisation. Along with the state Govern-
ment, nationalised commercial central co-operative bank and other financial 
organisations should come forward to finance the silkworm rearers and SWR 
co-operative society with short, medium and long-term loans. Short term work-
ing capital loan for purchase of DFLs and mulberry leaves should be made avail-
able to the rearers. Cooperative society at village level may supply new, 
improved tools to the rearers through a centrally sponsored scheme on 50:50 
basis. Long term soft loan for construction of separate rearing building should 
be made available from banks. Supervision of credit distribution and realization 
by extension staff is sincerely needed to maintain a financial discipline. With 
the view on expanding the product market, incentives in the form of subsidies 
should be given to co-operatives to organise annual exhibition of different type 
of cocoon in different blocks and in different towns. Exhibition cum general 
meeting will help the rearers to understand their problems. 

General recommendation for the development of SWR sector. Generally, mul-
berry tree/leaves, cocoon waste and pupae are not effectively utilized, hence 
return from by-products is negligible. Proper utilization of waste of mulberry 
plant/pupae is essential. Mulberry sap wood is yellowish white and is nearby as 
hard as the teak. Being highly shock resistant and not liable to split, it is valued 
in the manufacture of sports articles like hockey sticks, cricket bat and stumps 
(Dandin and Ramesh, 1987). Industrialists should be encouraged to establish 
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manufacturing industry on sports articles in this district. The bark of mulberry 
branches on retting yields white fibre of quality required in textile industry. So 
the establishment of ancillary industry under Central or State Government may 
go a long way in enhancing the income of the rearers. To make the production 
system more effective and efficient, the infrastructural needs of the sericulture 
units should be fulfilled; power supply, water supply, transport and communi-
cation, etc. should be handled by the right authority. Borrowing of rearing 
appliances among farmers should not be permitted to control the spread of dis-
eases. All the farmers should have sufficient appliances for rearing. Considering 
the risk involved in silkworm rearing, there should be a continued :ffort on 
cocoon crop protection through an integrated approach of control measures. As 
a precautionary measure, the survey and surveillance of the pests and disease of 
both mulberry and silkworm should be continued, followed by preparation of 
prediction models and fore-warning systems. Innovation on cost effective and 
easy to handle implements/appliances should be the priority. Incubation pot, 
loose egg box, acid treatment bath, etc. are some such cheaper innovations. 

Conclusion 
Sericulture, with its agricultural part of MC, and SWR, involves a long chain of 
highly skilled operations. Success depends on integration of all the associated 
activities. A glance at the sericulture activities of Malda district reveals a sordid 
picture of all the components. The same old traditional practice continues to 
exist except for a few, who adopt new technologies. The physical constraints 
and the poor financial status of sericulturists appear to be the impediments in 
their efforts to change over to modern methods of M C and SWR. Tie lack of 
efficiency in the sericulture management with respect to establishing a symbi-
otic relationship between the administrations of the support system is cne of the 
basic maladies that have afflicted the growth of the industry. The pnctices of 
mulberry cultivation have practically remained unchanged in Malda dstrict for 
years. Many farmers are rather incapable of uprooting the existing nulberry 
variety to replace it with the high yielding new varieties. Similarly, evei though 
the farmers are aware of the proper inputs they are not in a position to provide 
them. This is due to several constraints. Scarcity of the underground vater and 
uncertainty in rainfall has added new dimensions to the problem. As a result, 
the quantity and quality of mulberry leaves produced remains low and ;ub-stan-
dard. The prevailing agro-climate in major part of Malda district imples a vast 
margin for improvement of the yield and productivity in sericulture. This is 
possible by intensifying the farming practices which, however, can not be done 
through singular approaches, such as introduction of high yielding va ieties, or 
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application of fertilizers, or irrigation or any other measure in isolation. Inten-
sive farming in real sense must, therefore, consist in an integrated approach, 
including aspects of soil health care with application of bio-fertilisers and 
organic matter, balanced nutrient management, crop canopy development and 
micro-climate management, as well as leaf quality improvement along with suit-
able measure for disease and pest management. Similarly, silkworm rearing 
practices have not changed much in Malda district due to the absence of inde-
pendent rearing houses with many farmers. In addition, the quality of silkworm 
eggs produced has not altered much since several years. The efforts to introduce 
high yielding varieties of mulberry and silkworm have met with little success 
However, with the help of expansion programmes undertaken by the govern-
ment agencies, the sustaining efforts of R & D establishment to upgrade the 
technology, will certainly yield advance towards the goal of expanding the mar-
ket and penetrating the new ones by establishing mutual interaction in the long 
chain of interdependent activities. Then, it will be possible for the sericulture 
sector of Malda district to shed its image of low level production units and the 
producers of indifferent grades of silk, and change over to high quality final 
products that can be accepted by the average consumer in the international 
community. 

Notes: 
1 Chaitra - February-March 
2 Baisakhi - April-May 
3 Jaistha - June 
4 Shrabani - July-August 
5 Bhaduri - August-September 
6 Aghrani - October-November 
7 Block - Administrative unit, better known as development block 
8 Rs. - Indian currency Rupees 
9 Tali - Burnt clays' thin brick 
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Informal housing and community led 
local economic development 

Abstract. The number of slums and squatter settlements is rising globally; this is recognized as 
a significant problem as many of the urban poor find housing in these settlements. With the 
expanding slum settlements comes a serious problem for many developing nations, that of 
finding a mechanism to eradicate these informal developments. A possible mechanism for the 
eradication of informal settlements is housing ownership, which can be seen not only as a 
catalyst for individual wealth creation but also as a driver of Local Economic Development 
(LED). By creating security of tenure, residents will be more inclined to engage in local 
economic development initiatives and practices. 

Keywords: housing, local economic development, tenure, South Africa 

Introduction 
Development and specifically local economic development (LED) cannot be 
achieved without significant community involvement (Jenkins, 2000; Gunter, 
2005). The community and knowledge of their needs is essential as develop-
ment needs to be about improving the lives of the poor. Improving housing 
security could contribute to community based development by facilitating own-
ership, not only of the individual house but of the community, in which resi-
dents live. With the ability to provide tenure for low cost housing by govern-
ments, communities and residents of these dwellings would be given a sense of 
ownership and belonging in their communities (Gilbert, 1999). This is often 
missing in many poor communities where lack of ownership discourages invest-
ment into the neighborhood (Cheneval, 2006). It is thus necessary to determine 
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whether tenure would lead to communities wanting to actively participate in 
LED. This could lead to a type of community-based local economic develop-
ment (LED) that is not directed by government but rather led by the individual 
communities who actively see value in investing in themselves (Keivani and 
Werna, 2000). This concept favors the neoliberal principle of allowing free will-
ing individuals to participate and develop their communities in order to reap 
the economic and social rewards of having a safe, clean and secure neighbor-
hood (Narsoo, 2000; Anderson et al., 2006). In this study of informal town-
ships of Johannesburg, there is certainly a perception that tenure would lead to 
more interest in the physical environment and could lead to more investment in 
both structures that people live in and their participation in LED. By encourag-
ing ownership and investment, governments can minimize the fiscal inputs that 
they have to provide in these communities by having the community as a con-
tributor to LED. This is not to shirk the role that government needs to play in 
service delivery, but can lead to the uplifting of a community without complete 
reliance on government (De Soto, 1989). Although this study was conducted in 
an urban setting, the principles and practices are easily transferable to rural 
settings. 

The value of slums 

The shortage of low cost housing stems from the lack of capital investment and 
low priority given to low cost housing by governments and developers (Lee, 
2000; Du Plessis and Leckie, 2006). This leads to a situation where demand for 
housing far outstrips supply and brings about the development of slums. These 
residential types are only formed because of the huge demand for shelter by the 
urban poor, and their inability to obtain it elsewhere, while supply can be sub-
standard when demand is huge. Further, in the supply/demand equation, price 
is often the fluctuating variable. In the case of the urban poor, there is not much 
leverage in price, thus quality becomes the variable and deteriorates with 
demand (Brian and Ranvinder, 1995). Slumlords are the economic beneficiaries 
of the current free market system and the demand for and supply of slums and 
squatter settlements is almost limitless (Ogu and Ogbuozobe, 2001). 

The provision of adequate housing in slum areas is left to slumlords and poor 
residents. It is often expected that governments should provide housing for the 
urban poor, yet this is not often possible due to the limited fiscal capacity of 
developing countries (De Soto, 2001). It could therefore be assumed that devel-
opers would take on the role of providing low-cost housing, yet the risk of 
developing low cost housing is substantial as without financial guarantees from 
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government, many developers are reluctant to build low cost housing (Ho and 
Kwong, 2002; Loos, 2006). 

Despite this ambiguity around development, the financial value of slums 
appears through the existence of the informal property market that already is in 
place in these areas. Although they are often controlled by unscrupulous 
slumlords, their presence demonstrates the ability for making profits in the 
slum property market (Sivam, 2003). The housing poverty of slum dwellers is a 
negative implication of the situation. However, with demand for low cost hous-
ing so great, there is value in that slums are a viable housing solution if they can 
provide for the basic needs of their inhabitants. Hence, the primary value of 
slums and squatter settlements is housing the urban poor, with the secondary 
value being the rent value extorted by slumlords. 

The informal economy, which supports millions of urban citizens, incorpo-
rates an informal housing system (Renaud, 1999). Research on micro-lending 
has shown the ability for profit to be made in this sector and the entrepreneurial 
nature of many of the urban poor (Premchander, 2003). It is clear that the pre-
vious informal loan shark system in poor communities, when formalised and 
developed, can have significant benefits for the poor as well as provide an incen-
tive for business to participate in the sector (Sivam, 2003). The slum housing 
market could be structured in a similar way, with small scale home loans being 
used to finance and upgrade slum housing (Durand-Lasserve and Royson, 
2001). With a formalised market structure, governed by legislation and govern-
ment regulation, both the urban poor and business could benefit as sustainable 
profits could be found in the slum real estate market. 

This integration can be achieved through the recognition of untitled housing 
in the informal sector (De Soto, 2006; Williams, 2006). However, legislation 
will not necessarily lead to the mitigation of slums; the poor have multiple bar-
riers to the alleviation of housing poverty. Most significantly, it is the lack of 
adequate resources both fiscal and legal, of the poor. Developing nation govern-
ments are not always capable of assisting the poor in upgrading, developing or 
financing their housing as they do not have the requisite financial ability. 

Despite this lack of fiscal ability, slums, squatter settlements, and low cost 
housing do have latent value that is not used and remains untapped. It lies in 
the value of the land, building materials and the active use of slum housing. 
Although each individual house does not seem to have intrinsic value, if we look 
at the size of informal housing, it becomes clear that a huge amount of latent 
capital is present in the hands of slum dwellers (De Soto, 2001, 2006). 

In the Philippines alone, the value of untitled real estate is $133 billion, i.e. 
four times the value of companies listed on the stock exchange. Similarly, in 
Haiti, the value of untitled real estate is $5.2 billion, in an economy with a 
GDP of only $12 Billion (De Soto, 2001). This value is in the hands of the 
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poor, yet it cannot be used because of institutional and legal barriers that do not 
recognize informal housing. 

With these amounts of latent capital, low cost housing takes on an entirely 
new and significant role in creating wealth for the urban poor. If this wealth 
could be harnessed, slum dwellers could have access to the formal banking sec-
tor and the entire wealth of a country could be increased. Table 1 shows the 
dead capital in real estate worldwide. It is important to note that the combined 
value of urban untitled dwellings is $6.74 trillion (De Soto, 2001). 

The large capital assets held by the poor demonstrate that they are not desti-
tute in the sense of having nothing, the value of their fixed assets is substantial. 
There is, however, a need for the formal recognition of these assets by both gov-
ernments and the local economic sector. The trillions of dollars available to the 
poor are caught up in a pool of dead capital that is inaccessible because there is 
no mechanism of calculating and titling this value. This is in part at least the 
fault of governments across the globe (Guliwe, 1997). Formal recognition of 
ownership for slum and squatter settlements would unlock the latent net worth 
of millions of people (Smart, 2003). Opening this capital, bound in the assets of 
the poor, into a national economy would not cost a government much money, 
particularly when understood in relation to the inflows it would generate. Such 
a process would be providing a housing subsidy for the poor without actually 
having to increase budget expenditure. 

Table 1. Urban dead capital in real estate worldwide (adapted from De Soto 2002, p. 33) 

Area 
Total 

population 
(millions) 

Population 
in informal 
dwellings 
(millions) 

Population 
in informal 

dwellings % 

Total 
dwellings 
(millions) 

Informal 
dwellings 
(millions) 

Total value 
of informal 
dwellings 
(trillions $) 

Asia 1,747 503 29 101 85 1.75 

Africa 525 167 32 33 28 0.58 

Middle East & 
North America 

371 211 57 42 36 0.74 

South America 328 256 78 51 44 0.89 

Central America 
and the Caribbean 

161 103 64 21 18 0.36 

China and 
Eastern Europe 

1,611 619 38 124 105 2.16 

other developing 
countries 

191 75 39 15 13 0.26 

Total 4,934 1,934 39 387 329 6.74 

Source: adapted from De Soto, 2001, p. 33. 
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The desire for self-help housing 

The need for low cost housing is immense, the shortfall of housing in Johannes-
burg is 259,000 housing units. The program of social housing, provided by 
national and local government has thus far produced 1,200,000 housing units 
over 14 years (DoH, 2009). This is an impressive number, but the volume of 
housing needed is growing, not subsiding. Social housing programs are simply 
not effective in alleviating housing shortages (Gaule, 2005). The need for hous-
ing far outstrips the government's current ability to provide it. 

This problem is coupled with the logistics of social housing programs: build-
ing low cost housing in already built up slum areas is difficult and making sure 
that building standards arc not compromised during government projects can 
be a problem (Rahman, 1999; Loos, 2006). This increases the desire for self 
help housing in informal townships. With the possibility of displacement to 
receive government housing, there is often a reluctance to take up government 
housing. Cases have been reported, where owners of government housing 
rented out their houses and choose to stay in their original informal dwellings 
(Web, 2006). This provides them with rental income and does not displace 
them from the community, transport links and location that they are in. A sur-
vey has been conducted in informal settlements in Johannesburg, where 363 
residents were questioned about their attitude and behaviors in their settle-
ments. In the survey, 46% of respondents stated that they felt that building 
their own home was the best solution to the housing problem. 

This could be because of the small amount of government funding available 
for low cost housing. Government will provide a grant of up to $4500 (Stout, 
1997; Huchzermeyer, 2001; DoH, 2009). This amount is not nearly enough to 
cover the cost of the housing and the beneficiaries of government low cost hous-
ing have to get additional funding to complete the transaction. This barrier to 
government social housing has meant that the poorest of the poor, are not able 
to access social housing (Gilbert, 1999). Projects such as upgrading of squatter 
areas in specific locations in Johannesburg have attracted middle class residents 
and pushed the poor away from these areas, further exasperating the housing 
shortage (Bloch, 2000; Dlamini, 2005). 

Figure 1 clearly shows the most desirable housing type in the informal areas 
of Johannesburg, more than 50% of respondents thought that a self build house 
was the most desirable. If that is combined with the fact that 16% of respon-
dents thought that a developer-built house was the most suitable, and 72% of 
respondents wanted to have their houses built at all, the government housing is 
not seen as something particularly desirable. 

Yet, 64% of respondents felt that it was the responsibility of government to 
sort out the housing problem. This may be because the constitution of South 
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Shack 

Government build house 

Self build house 

House build by developer 

A flat in town 

Other 

0% 10% 20% 30% 40% 50% 60% 

percentage of respondents 

Figure 1. Most desired housing type in Johannesburg 

Africa makes housing a right of all citizens (Kcivani and Werna, 2000). Only 
28% of respondents felt it was their responsibility to look after their housing 
needs. These opposing ideas could reflect the conflict between neo-liberal strat-
egies and the market state (Nielson, 2002). 

The underlying philosophy of the current government is a social democracy, 
where government looks after the poorest and most vulnerable of society, while 
the wealthy are encouraged to actively participate in the global economic system 
(Bremner, 2000; Marais, 2006). Thus, social grants and pensions are a policy of 
government, yet it is recognized that this system is simply there to help the 
poorest of the poor and will not eliminate poverty or eradicate the problems of 
poverty (Molosankwe, 2005). In the same manner, many informal housing 
dwellers feel that it is the responsibility of government to eradicate the poor 
conditions within slums, yet recognize that it is unlikely that government is 
capable of doing this. 

This is again reflected by the housing subsidy uptake by slum residents. 
Although 80% of respondents stated that they knew they may be eligible for a 
housing subsidy from the government, only 54% had applied for one. Almost 
30% of respondents had not applied for the subsidy that they may qualify for. 
This shows either a lack of faith in the government's ability to find a solution to 
the housing problem, or problems in the system for applications. 

The possible solution to the housing backlog and quality in Johannesburg 
may be neo-liberal in nature (Nielson, 2002). Encouraging informal settlement 
residents to renovate and build their own dwellings, possibly with assistance, 
could be an effective way to improve these areas (Godsell and Maphalala, 1990; 
Newman and Wyly, 2006). There have been numerous cases of success of 
self-help housing in other counties (Marshall, 1970). In Johannesburg, the self 
help housing concept is already underway. Figure 2 shows how slum residents 
build their houses. Although not the majority, 22% of respondents build their 
own home. 
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house build by previou 
government 

don't know 

• government house 

• self build 

11% 

Figure 2. How slum houses were built (respondent's answers in percentage) 

If this 22% share is coupled with the number of residents, who are improv-
ing their homes, there is a significant increase in self-help housing taking place, 
even if it is not recognized or assisted by financial systems. Then, 47.2% of 
respondents wanted to expand their houses. These data can be backed up with 
anecdotal information. The low cost building retail industry has expanded by 
76% over the past 10 years. These retailers focus on supplying building material 
directly to the public and are often located near informal and squatter settle-
ments, in both rural and urban areas. For example, the Squatter Settlement of 
Zandspruit in Johannesburg has a building retailer 'Build it' at its eastern 
boundary (Pilotfish, 2009). 

This rapid expansion of the low cost building suppliers, coupled with the 
strong desire for self built housing demonstrates that there is good potential for 
self-help housing programs to benefit from and improve slum areas. The need 
for better housing is not being met by government. This is recognizcd by resi-
dents, who choose to build and renovate their own homes rather than waiting 
for government subsidies. 

Community local economic development 

The concept and practice of LED is a significant driving force in community 
development (Rukwaro and Olima, 2003). Many governments have LED pro-
grams and projects that are a major part of the drive for development and eco-
nomic sustainability (Abbott, 2002). Many of these projects target poor geo-
graphical locations and aim to improve the socio-economic conditions of an 
area (De Soto, 1989; Goodwin, 1996). This move towards LED has been 
important as it has removed the task of 'doing' development from the central 
government and placed it in the hands of local government. Local government 
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in South Africa has the task of implementing LED and is the most important 
tier of government in LED (Gunter, 2005). 

In Johannesburg, LED is a significant driving force in development of :he 
city and many suburbs have been targeted for development projects (Bremr.er, 
2000; Gaule, 2005). These have included informal settlements and townships. 
Places such as Soweto and Alexandra in Johannesburg have received significant 
boosts in infrastructure development (Jones, 2003). Yet, there are still msny 
flaws in the LED process, the most significant is the fact that many LED pro-
jects push out the poor and introduce a space that is used by the middle class. 
A case in point is the Hector Pietersen Memorial in Soweto. The millions of 
dollars invested in this project brought a big investment into the area, yet the 
majority of users of the memorial are tourists and all signs of the LED project, 
such as clean streets and security are lost a few blocks past the memorial 
(Rogerson, 2008). 

This indicates that this LED project and many similar ones do not necessar-
ily contribute to the wellbeing of the local community, as LED projects often 
drive out the poor and replace them with the middle class. There are a rash of 
alike cases in Johannesburg, such as New Town, where squatters were evicted 
from Turbine hall and replaced with office workers, Ellis Park sports grounds, 
where local food sellers were replaced with official sellers, and the Johannesburg 
CBD, which has seen street traders being forced into designated areas away 
from pedestrian traffic. All of these activities boost the image of the city and 
provide an attractive environment for middle class consumers, while the poor 
are once again pushed to the periphery of space. 

Community led local economic development 
In order to have effective local economic development that benefits the inhabit-
ants of an informal housing community, it is vital that community led LED is 
deployed (Goodwin, 1996). This entails having local communities participate 
in the development process fully and not simply in rhetoric as is often the case 
in current LED practices in South Africa (Gunter, 2005). The system, whereby 
the planning takes place, needs to be realistic and fit into the current planning 
paradigm, and must make sure that local communities are engaged in the pro-
cess. This will ensure that the LED activity is not a once off action but rather a 
continual process of economic development and growth. The key here is to 
identify individuals in the community, who are capable and willing to facilitate 
the process. This often necessitates more competent government officials, who 
have to monitor the process, and can be more challenging than simply develop-
ing a top-down LED strategy. 
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In the survey referred to, 71% of participants claimed that they would be 
willing to participate in community based projects. This is a large percentage, 
particularly when measured against the fact that only 26% stated that they cur-
rently participate in this type of projects. A factor, causing the difference of 
45% is that many individuals did not feel that they had ownership of their com-
munity space. Table 2 shows respondents' tenure conditions in relation to their 
attitude towards their community involvement. 

Table 2. Attitudes towards community participation of low cost housing residents (in percentage) 

Tenure Housing 
No interest Little interest Interested Very 

interested 
Active 

participation Housing 
% 

No Shack 8 4 1 2 7 

No Informal dwelling 3 1 2 3 2 

No House 6 7 5 2 6 

Yes House 3 1 23 3 11 

Total 20 13 31 10 26 

It is clear from Table 2 that there is an interest in community participation, 
particularly from those residents who have security of tenure, the most unlikely 
to participate are the individuals who have no tenure and thus do not have any 
particular reason to develop the community. If these individuals can be evicted 
at any time (as they have no tenure), there is little incentive for them to partici-
pate in community based LED. What is interesting is that 41% of all respon-
dents are interested or very interested in community participation. The catalyst 
to encourage this is by facilitating property ownership. This would encourage 
communities to want an improvement for their environment, not just for the 
social benefits but, equally, for the economic benefits and capital accumulation. 
It must also be noted that the most active members of the community in terms 
of community participation were those individuals who owned their own prop-
erty and had security of tenure. 

The results from Table 2 do not include tenants, only individuals who 
owned their own dwelling with or without tenure. However, this docs not 
imply that having tenants will reduce the likelihood of participation. Landlords 
are likely to be engaged in LED if they have the prospects of increased returns 
from better rental stock. The possibility of community based LED is enhanced 
when communities have the opportunity to actively improve their environ-
ments without the fear and uncertainty of losing their investment. 
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Conclusion 

The role of housing in improving the livelihoods and standard of living of the 
poor is obvious (Ho and Kwong, 2002; Du Plessis and Leckie, 2006). In order 
for the poor to feel that they are co-sovereigns of their community it is impor-
tant for them to feel that they have ownership of their township (De Soto and 
Cheneval, 2006). This ownership can lead to the community led LED, encour-
aging poor communities to not only participate in respective initiatives, but also 
to actively formulate LED strategies (Mackinnon, 2000). There is alreidy a 
need and desire to give communities more of a role in creating their develop-
ment (Godsell and Maphalala, 1990). However, in order to facilitate this pro-
cess, a catalyst is needed to stimulate participation. Providing housing security 
through the provision of tenure to informal dwellings and slum dwellings will 
not only formalize the township but could trigger community led LED partici-
pation by poor communities. This process could be the catalyst for wealth cre-
ation and the engineering of a new asset base for poor communities in both 
urban and rural settings. 
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Agricultural conditions and local 
development in Michoacán, Mexico 

Abstract. The aim of this paper is to describe certain productive projects that arose as local 
development alternatives in Michoacin, Mexico. The paper draws attention to the particular 
agricultural conditions of Michoacin, as based on its productive context and natural 
potentialities. In addition, socio-economic characteristics are evaluated in order to determine 
the degree of agricultural development of the municipalities and problematic areas. It is worth 
noting that Michoacin also suffers from problems associated with emigration and drug 
trafficking, which not only affect agriculture, but also local rural development processes more 
generally. In response to these processes, several government projects have recently been 
launched in rural areas, aiming to re-evaluate the population's agricultural, livestock and 
forestry activities. 

Key words: agriculture, natural conditions, local development, Michoacin, Mexico 

Introduction 
In the Latin American context, the concept of local development has emerged in 
response to the need for horizontal economic regulation over time through cen-
tre-periphery territorial organization (Boisier, 1999). The major transforma-
tions resulting from the capital accumulation model in Latin America, present 
regulatory problems such as labour market organization, or the adaptation and 
dissemination of modern technology. In addition, the efficacy of state interven-
tion instruments has decreased in relation to general economic regulations, 
which produces an imbalance in the socio-institutional framework (Boisier, 
op. cit). In response to this process, over the past decade most Latin American 
governments have promoted restructuring through encouraging new forms of 
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public management, including local development policy, whereas communities 
had previously attempted to resolve their problems through endogenous adjust-
ment of local production systems. 

This, therefore, is the context for the trend towards local development in 
Mexico. The various governmental bodies in Mexico (Federal, State, Munici-
pal) frequently offer programs to provide training and economic support to 
start productive projects, including those directed specifically at rural spaces, 
which tend to aim at strengthening agricultural, livestock and forestry activities. 
These programs often make reference to sustainable technological production 
practices. 

Broadly speaking, in Mexico, the local level could be associated with the 
municipal sphere, which forms the basis of territorial, political and administra-
tive organization. As a legal structure, it is free in the sense that it is not subordi-
nate to the State, to which it belongs. Operating at municipal level allows local 
problems to be efficiently assessed, makes citizen participation meaningful in 
terms of shaping territorial planning, and contributing to economic and social 
recovery (Yarmuch, 1997). 

The advantages of the municipality in a local development context come 
from its close relationship with local society, this fact offering greater possibili-
ties of identifying collective demands and complying with functions relating to 
basic issues of community life. The municipality also offers those sectors of the 
community that lack representation and political power the chance to partici-
pate politically (Herzer and Pires, 1993, cited by Castillo, 2006). To specify 
further, it can be said that the municipality is made up of two territorial struc-
tures: the ejidos1 (communal lands), and the localities (towns). These structures 
are the reference point for local space in Mexico, and in practice, they are where 
local development begins. As residents of the locality, or as owners of the ejido, 
still protected by the municipality, people may propose and carry out a range of 
projects within the framework of national or state programs. 

Agricultural activity in Michoacân 
Michoacan State is one of Mexico's most important areas of agricultural pro-
duction. In 2007, it had the second highest productivity after Sinaloa State. It is 

1 The ejido is a rural property of collective use, which played a very significant role in the coun-
try's agricultural life. The ejido in Mexico has three bodies: the Assembly, which is the supreme' 
body of the ejido, in which all the ejidarios (owners) take part without mediation; theCommis-
sary, in charge of executing the rulings of the Assembly, and the legal representation o' the ejido-, 
and the Supervision Council, which is the auditing body responsible for scrutinizing tie actions 
of the Commissary, ensuring that agrarian laws are obeyed. 
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a territory of diverse physical-geographical conditions, which inhibits homoge-
nous crop production, so that diverse production predominates. For example, 
in 2007, as many as 116 different crops were grown in Michoacán (Anuario 
Estadístico de la Producción Agrícola, 2007). In this context, regionalization of 
agriculture in Michoacán becomes important, in order to distinguish the spatial 
contiguities of these particularities. The different approaches to regionalization 
put forward by González (1990), Escobar (1996) and Ramirez (2003), can be 
used as references in this regard. González designed his study based on eco-
nomic-productive conditions, derived from the application of a municipal agri-
cultural typology, while Ramirez distinguished areas with the potential to grow 
certain crops through assessing a combination of environmental conditions 
(relief, climate and soil). The approach to agricultural regionalization, proposed 
by Escobar, however, was the one most widely accepted among researchers in 
Michoacán, since it combined physical-geographical elements with socio-cul-
tural characteristics in different municipalities of Michoacán (Fig. 1). 

Michoacán is particularly important in terms of fruit production, and is the 
country's primary producer of fruit crops. During 2007 the value of fruit out-
put accounted for over 60 percent of total output value in Michoacán. The 
respective data are strongly influenced by the extremely significant role of avo-
cado production, which is the main crop of Michoacán, and a traditional prod-
uct of the municipalities of Tancítaro, Uruapan, Peribán, Ario de Rosales, 
Tacámbaro, Nuevo Parangaricutiro, and Salvador Escalante. In the same year, 
avocado cultivation constituted almost 50 percent of all agricultural production 
in Michoacán. Commonly, 70 percent of total production is for the national 
market, and the remaining 30 percent is exported to countries such as, in partic-
ular, the United States, Canada, El Salvador, Honduras, Guatemala, Costa 
Rica, France, Switzerland, Spain, Holland, Germany, England, Belgium, Japan 
and Hong Kong (La producción del aguacate en Michoacán, 2008). 

Michoacán is also Mexico's main producer of blackberry, strawberry and 
guava, and is also the second largest producer of limes, all of which arc impor-
tant fruit crops. Also significant arc sorghum, tomato, wheat and sugar cane 
production. Regarding maize, which is the only crop to extend across all the 
113 municipalities, Michoacán is one of the most important production areas, 
and is currently the country's fourth largest producer. 

Natural conditions for agricultural development 
in Michoacân 
It is the natural conditions of Michoacan that allow for the favourable statistics, 
mentioned previously, to arise. Although it is difficult to estimate these condi-
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Figure 1. Municipalities of Michoaccin and agricultural regionalization 
Source: based on Escobar, 1996. 

tions using mathematical methods alone, a numerically expressed qualitative 
assessment is possible. This section evaluates the natural landscapes and soils of 
the territory, which are characteristics that sum up its physical-geographical 
conditions. 
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Landscape is a real, complex and dynamic fact. Landscape is seen as inde-
pendent of the meaning attached to it by humans, and in this sense, it is not 
only an image, which is perceived and valued from a subjective point of view, 
but rather it is a synthetic term that contains complex images, in which it is pos-
sible to identify environmental elements as manifested in the territory. De Bol6s 
(1992) and Garcia and Munoz (2002) agree that landscape is made up of physi-
cal and human elements, which interact in distinct ways in different times and 
spaces. Studies of landscape rest on General Systems Theory, which has allowed 
its methodological and conceptual development through the deployment of 
models that explore the structure and functionality of the territory (Garcia and 
Munoz, op. cit.). The evaluation of natural landscapes in the present methodol-
ogy applies the III scale of analysis of the Callexiux-Tricart scale, which corre-
sponds to what Bertrand (cited by Garcia and Munoz, op. cit.) called Natural 
Region2. At this scale of analysis, the macro-structural components, such as 
morphological structures and climates, define the boundaries of landscapes. On 
this basis, and using descriptions offered by Escobar (1996), landscapes were 
evaluated according to their potential plant cultivation, be this associated with 
forestry or agricultural activities (Tab. 1). 

Table 1. Assessment of natural conditions of landscapes in Michoacân 

Source: based on Escobar, 1996. 

Soil analysis is also taken into account in landscape studies, in which meso-
-structural components are considered, reflecting another process of territorial 
synthesis. Therefore, soils are at a second level of integration, and soils are con-
sidered as one expression of the synthesis of biotic and abiotic processes on the 

2 While human elements are recognized as part of landscape, at this scale of analysis they still do 
not constitute an important factor in the demarcation of landscapes. In this context, this scale of 
analysis applied to the territory of Michoacin is especially useful for distinguishing natural agri-
cultural potentialities of the territory. Social and economic factors influencing agricultural char-
acteristics are evaluated later. 

http://rcin.org.pl



1 7 0 Agricultural conditions and local development in Michoacén, Mexico 

earth's surface. The conditions of agricultural soils in Michoacan were also eval-
uated based on the descriptions made by Garcia (2005) (Tab. 2). 

Table 2. Assessment of natural conditions of soils in Michoacân 

Source: based on Garcia, 2005. 

Macrostructural components of landscape and soil characteristics were evalu-
ated separately. Theoretically, a municipality with the best conditions could 
obtain a 6 point maximum in assessed natural condition, bearing in mind per-
centage variations between good and regular conditions (Tab. 3). Thus, each 
municipality was assessed twice and, in accordance with the methodological cri-
teria, the maximum value is 12 points. On this basis, certain spatial behaviours 
can be identified (Fig. 2). 

The agricultural regions of the Mountain Ranges and Plains of Los Reyes-
-Cotija and Chapala Swamp - Zamora Valley feature the best physical-geo-
graphical characteristics. Other municipalities with good agricultural conditions 
arc located in the northwestern part of the Mountain Ranges and Lowlands of 
Michoacan. Essentially, satisfactory conditions arc linked to the irrigation, facil-
itated by the Lcrma River. 

Table 3. Assessment of the natural conditions for agricultural production 

Source: author's own criteria based on Garcia, 2005 and Escobar, 1996. 
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Figure 2. Evaluation of natural conditions of municipalities in Michoac3n 
Source: based on Garcia, 2005 and Escobar, 1996. 

On the other hand, areas with natural limitations are concentrated in the 
Coast of Michoacan, Medio Balsas and Valle de Tepalcatepec3. These regions 
are characterized by warm, dry climates, and some municipalities also have rug-
ged terrain. Of all the municipalities in these three regions, only Buenavista has 
favourable conditions, due to its relief of plains and valleys, and the presence of 
the Grande-Tepalcatepec River, allowing for irrigation. 

Another area with physical limitations is located in the upper parts of the 
Sierra Pur^pecha region, and consists of municipalities such as Paracho, 
Nahuatzen, Erongaricuaro, Tingambato and Charapan. Here, the climate is 
temperate-cold, the agricultural system is rain-fed farming, its soils are essen-
tially andosol, but in lithic phases, which means they are not very developed. 
There are some other municipalities in a similar situation in the West of the Mil 
Cumbres region, such as Ocampo and Angangueo. In this same region, but in 

3 These three regions are often referred to under the name Tierra Caliente, a name which is rec-
ognized by the inhabitants themselves. 
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the North, in the municipalities of Maravatio, Contepec and Epitacio Huerta, 
the planosols are the main limiting factor, due to their unsuitability for agricul-
tural activity. Other soils in this area have lost agricultural potential due to 
being in lithic and stony phases. 

Degree of agricultural development in Michoacan 

Agricultural conditions in Michoacan ought not to be linked exclusively with 
the physical-geographic environment. There are other characteristics, associated 
with the socio-economic situation, which also influence agricultural develop-
ment in the state. The methodological purpose of this measurement is to iden-
tify areas, which are lagging behind in agricultural development across the terri-
tory. Agricultural development is determined on the basis of selected diagnostic 
features, and it is assumed that they all have equal weight in terms of their influ-
ence on the degree of agricultural development. Its quantitative measurement is 
expressed through the formulation of an index. 

The characteristics selected to distinguish the degree of agricultural develop-
ment (Tab. 4) are based on the methodology proposed by Bariski (1999)4, to 
identify areas of low agricultural development. 

Table 5 establishes the methodological procedure, through which it is possi-
ble to synthesize diverse measurements used. Each indicator proposed was cate-
gorized into 5 ranges, in order to establish a six-digit typology code. An initial 
standardization step was applied to indicators B, E and F using the same 
method, since they measure various characteristics internally5. 

In Figure 3, three clear zones of good agricultural development can be seen: 
the northwestern part of the state, which corresponds to the central part of the 
Chapala Swamp - Zamora Valley region, especially the municipalities of 
Tangancicuaro, Zamora, Jacona, Ixtlan, Ecuandureo, Yurecuaro, Tanhuato and 
Vistahermosa. The second area of good agricultural development is located in 

4 Even though the methodology seeks to analyze agricultural development in the different terri-
tories, it is not a measurement that would exclude other processes taking place in rural spaces. 
This tendency to include rural measures corresponds to a conceptualization of agriculture as an 
activity that falls within the framework of the rural context, as a result of the criticisms of the 
division between rural and agricultural geography towards the end of the 1970s. 
5 The general value of the first typological code (internal indicator code) was later reclassified 
into the standardization intervals of the general indicators. For indicators B and F, the g;neral 
value was the summation of the typological code, while for indicator E, the general value wis the 
average, due to the missing technical assistance surface information in some municipalities. Nev-
ertheless, on balance it was decided that the measurement of this indicator be kept, after issess-
ing its importance relative to the problem of missing information. 
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Table 4. Indicators used to evaluate the level of agricultural development in Michoac^n 

Indicator Description 

A Level of education among the Based on the number of agricultural workers with complete primary 
rural population education, in relation to total agricultural workers. 

B Basic services for rural 
housing 

Rural housing quality evaluation according to the presence of five 
characteristics: sanitation, water, telephone, gas and movable goods. 

C Size of agricultural property Based on the share of properties of less than 5 ha in relation to the 
total number of agricultural properties. 

D Production of commercial 
crops 

Based on the value of total output, with an index of the maximum 
value data. The number of crops with a value of total output over 
$5,000,000 (five million Mexican pesos) is also accounted for. 

E Operational agricultural 
conditions 

Based on the fertilized, mechanized, irrigated and technically assisted 
land, all in relation to the cultivated surface area per municipality. 

F Yield of four characteristic 
crops per agricultural region 

Based on the yields of main crops. In view of regional diversity of 
crops in Michoacan, the four most important products per agricultural 
region were considered, in terms of their production value. Values 
were standardized by means of the "Medium Index Value" to make 
them comparable. 

Source: based on Anuario Estadístico de la Producción Agrícola, 2007, Anuario estadístico del estado de 
Michoacán, 2007, XII Censo general de población y vivienda, 2000 and Bański, 1999. 

Table 5. Methodological criteria for the standardization of selected characteristics 

1 2 3 4 5 Observation 

A < 35.00 35.01-38.50 38.51-42.00 42.01-45.50 > 45.50 Percentage 

B 5 to 8 9 to 12 13 to 16 17 to 20 21 to 25 Points (sum of the internal 
typological code) 

C < 20.00 20.01-40.00 40.01-60.00 60.01-80.00 > 80.00 Percentage. Inverse 
indicator 

D < 0.050 0.051-0.100 0.101-0.200 0.201-0.300 >0.300 Index 

E <2.00 2.00-2.50 2.51-3.25 3.26-4.00 4.00 Points (average of the 
internal typological code) 

F 4 to 5 6 to 7 8 to 9 10 to 11 12 to 20 Points (sum of the internal 
typological code) 

Source: author's own criteria based on Anuario Estadístico de la Producción Agrícola, 2007, Anuario estadístico 
del estado de Michoacán, 2007, XII Censo general de población y vivienda, 2000 and Bański, 1999. 

the central-western part of the state, particularly Buenavista, Tepalcatepec, 
Periban and Nuevo Parangaricutiro municipalities. The third zone with good 
development is situated in the North of Michoacan, including, in particular, 
the municipalities of Huandacareo, Copandaro, Tarimbaro, Alvaro Obregon, 
Indaparapeo and Zinapecuaro. In addition, there are poles of high levels of agri-
cultural development that do not fit into their microregional context, such as 
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Figure 3. Types of agricultural development of municipalities in Michoacán 
Source: based on Anuario Estadístico de la Producción Agrícola. 2007; Anuario estadístico del estado 
de Michoacán. 2007 and XII Censo general de población y vivienda. 2000. 

Coahuayana in the Michoacán Coast, or the municipalities of Tuxpan, 
Jungapeo and Juárez in the Mil Cumbres region. 

Municipalities with very low agricultural development levels are located in 
two main zones: in the North of the Sierra Purépecha, and a line of municipali-
ties comprising those located in the East of the Michoacán Coast, as well as 
most of Medio Balsas. Yet, if municipalities with low agricultural development 
levels are also taken into account, the vast majority of municipalities in the East 
are seen to fare poorly as to agricultural development, which therefore repre-
sents a generalized problem in this part of Michoacán. 

Figure 4 also shows the distribution of the municipalities with problematic 
agricultural development, but with slight variation. This map shows municipal-
ities with low development levels, not only by the summation of the typology 
code, but also due to its internal structure. Thus, territories with three or more 
low values (number 1 in the typology code) are defined as pathological areas, 
meaning that they show a significant number of negative factors that impede 
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Figure 4. Agricultural development problem areas 
Source: based on Anuario Estadístico de la Producción Agrícola. 2007; Anuario estadístico del estado 
de Michoacán. 2007 and XII Censo general de población y vivienda. 2000. 

agricultural development. In addition, there are the municipalities considered as 
threshold areas, which do not register very low values in their typological code. 
Between these groups are the municipalities with one or two very low values, 
which constitute critical areas for agricultural development. 

Emigration and drug trafficking, other problems 
in rural areas 
In analyzing the problems of rural areas in Michoacin, two processes cannot be 
ignored: emigration and drug trafficking. 

Emigration is important in rural areas in Mexico, due to the changes it pro-
vokes in the population structure. Traditionally, men of productive age tend to 
be those who migrate from Mexico, meaning that in areas with high 
outmigration, the population has a higher proportion of women, elderly, and 

http://rcin.org.pl



1 7 6 Agricultural conditions and local development in Michoacén, Mexico 

children. Of these three groups, two can be considered as being in situations of 
dependence, such that women, traditionally associated with domestic work, are 
those who take charge of rural work. Nevertheless, given the strength needed for 
this type of work, they sometimes opt for work such as producing handicrafts, 
or other types of work in urban or sub-urban contexts, which may also lead to 
a change of their place of residence. In addition to these economic factors, 
women also migrate currently for emotional reasons, which means that commu-
nity and family ties are strengthened, especially in the United States. 

In 2000, the international migration rate stood at -6.35 per 100,000 inhab-
itants, and this rate has remained constant since then, with the most recent 
studies in 2008 showing a rate of -5.23, meaning that approximately 558,000 
people left the country that year. Michoacán is on the negative side of that indi-
cator, with the rate of-15.99, corresponding to departure of 64,000 individu-
als. In fact, migration flows are so marked that the negative population growth 
of the state is attributed to this process. Michoacán has the lowest population 
growth rate of any state, at -0.34 per 100 inhabitants, which in absolute figures 
is equivalent to 13,000 fewer individuals per annum (Villagómez and Bistrain, 
2008). 

A recent methodology, developed by the National Population Council 
{índice de Intensidad, migratoria México-Estados Unidos 2000, 2002) to measure 
the migratory process, emphasises the observation of domestic units (house-
holds)6. Households are the spaces in which individuals initiate, develop and 
broaden the spaces of their capacities, and which in many ways underlie the rea-
sons or motivations behind much of their behaviour. According to this method-
ology, in Michoacán there are no municipalities without intense emigration. 
Some, like Morelia and the northeast of Mil Cumbres have low intensity, but in 
general the centre-east of the state is characterized by high levels of migration, 
and the North of the state by very high levels. 

The implications of emigration cannot be evaluated alone to determine agri-
cultural development, but it is clearly a social problem experienced in rural areas 
of Michoacán, whereby significant emigration goes against the idea of the local 
development of rural areas. González (2005) warned that emigration from rural 
areas in Michoacán has emerged as an alternative to the lack of formal (official) 
financing for production under the argument of low productive potential. 

In addition, drug trafficking is identified as a problem of territorial conflict 
within the agricultural and rural spaces of Michoacán. The geographical and 
orographical characteristics of this territory are unbeatable for purposes of drug 

° It is worth mentioning that this distinction does not diverge from its predecessor, which tends 
to evaluate migration on an individual basis. In general, the second option arises from the recog-
nition that the migration process is explained through a wide range of individual behaviors. 
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growing and trafficking. The altitude in different zones allows thousands of 
hectares of marihuana and poppy to be cultivated. 

The worsening of the economic situation and rising unemployment translate, 
undoubtedly, into higher rates of delinquency, however these are measured. 
Certainly, crime results from a combination of circumstances in which individ-
uals are denied the means to achieve their objectives through legitimate means 
and that, therefore, push them towards criminal activities (Resa, 2001). More-
over, employment is often not permanent, but in fact sporadic, being inter-
spersed with periods of inactivity, and many jobs are low paid, working condi-
tions are often poor, and employment highly unstable. Agricultural work in 
Michoacan, and in Mexico in general, falls under those conditions: it is tempo-
rary, although sometimes agricultural day-workers migrate internally according 
to the harvest cycles; it is low paid, and unstable due to the increase of the num-
bers of dispossessed ejido owners. Therefore, in the face of a lack of support and 
necessary measures to increase an economically healthy agricultural production, 
many rural workers opt to cultivate illegal crops. 

There are two main rural areas that face the problem of drug trafficking in 
Michoacan: the extreme South of the state, corresponding to the Michoacan 
Coast and some municipalities of the Tepalcatepec Valley, and another group 
of municipalities comprising different parts of the Sierra Purdpecha, the moun-
tains and lowlands of Michoacan and the Medio Balsas. In both groups of 
municipalities, access routes are limited, and most have low levels of agricultural 
development. Of all the municipalities in Michoacan which stand out in terms 
of drug production at a national level, only three have high or very high levels of 
agricultural development, which are Tepalcatepec, Agulilla and Apatzingan. 
The remaining ones feature medium to very low agricultural development, but 
particularly notable in a negative sense are Madero, Turicato, Nocupetaro, 
Caracuaro, Tiquicheo, Tumbiscatio, Arteaga, Tzitzio, Coalcomdn and Aquila. 
Thus, it may be said that there is a relationship between agricultural develop-
ment and the trend towards increased drug cultivation. 

Nevertheless, rural areas of Michoacan do not only experience the problems 
of the replacement of traditional crops, but also that of the rent of ejidos for the 
construction of laboratories for the production of synthetic drugs, particularly 
crystal (Montana, 13-05-2009). This is a business of triple convenience for the 
ejido owners: the peasants can work manufacturing synthetic drugs; they gain 
greater income than they would get for traditional crops, and finally, they do 
not lose the ejido property, but rather rent it out. This relatively recent process 
implies a change of peasant traditions, and also in a spatial sense, it has meant 
new land use configurations emerging. In addition, the process brings serious 
consequences in terms of environmental pollution, especially of the soil. 
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In terms of Michoacán as a drugs shipment point, military and civil authori-
ties agree that Michoacán is a nerve centre for drug trafficking. Cocaine from 
South America and pseudo-ephedrine from China (used to produce crystal), 
arrive at the port of Lázaro Cárdenas. Coahuayana receives shipments of drugs 
via sea and light aircraft from Central and South America, while Nueva Italia, 
in the municipality of Mágica, is in charge of buying, receiving, transporting 
and trading drugs to the United States (Garcia, 01-06-2009 and Ordaz, 
23-06-2009). 

The two rural problems analyzed in this section are both routes that the rural 
population in Michoacán have considered as a means of solving their economic 
problems. Both paths are unwise in terms of the ideals of local development, 
and there needs to be a substantial strategic effort made in order to curb these 
escalating processes. 

Recent projects to drive local development 
in rural areas in Michoacán 
As previously mentioned, local development in Mexico is promoted as a policy 
of the different government bodies (Federal, State and Municipal). The Federal 
Government carries out national programs by means of its Ministries, and the 
resources assigned to them. Those programs, linked with local development, are 
aimed at strengthening the economy and improving competitiveness. Each state 
in Mexico also has its State Ministries, and own local development programs. 

Thus, in the context of these two federal and state entities, citizens are 
responsible for enrolling, individually or collectively, in the different programs 
in order to receive economic support or training, through which to improve 
productivity. In rural areas in Michoacán, citizens tend to carry out projects 
that incorporate their ancestral agricultural, livestock and forestry activities. 
Nevertheless, the projects also increase competitiveness, and in general they pro-
mote the ideas of sustainable development. Figure 5, aiming to create a spatial 
reconstruction through bibliographic and newspaper sources, points out some 
local development projects in rural areas of Michoacán7. 

In terms of agriculture, there are some very important projects related to the 
cultivation of organic products. The crops from Michoacán that have advanced 

7 Other projects for rural areas in Michoacán can be found on the Fundación Produce 
Michoacán website, where different agricultural projects, directed at increasing avocado, guava, 
mango and maize cultivation are mentioned. Likewise, livestock projects in Tierra Caliente, an 
aquaculture project in Coahuayana and several crosswise projects aimed at the use and manage-
ment of water for irrigation, technological exchange, and integral communication strategies, are 
also described. 
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Figure 5. Local development activities for rural areas in the municipalities of Michoacán 
Source: based on Pimentel. 11 -04-2009; Ruiz, 15-05-2009; Programa especial para el desarrollo de los 
sistemas silvopastoriles como alternativa alimenticia de la ganadería sustentable del trópico Michoa-
cano, 2009 and Programa de desarrollo forestal comunitario. 2008. 

most fully in this direction are coconut, banana, mango, avocado, lime, grape-
fruit, guava and tamarind. 

The massive drive of the municipalities of Tierra Caliente towards improving 
agricultural conditions ought to be noted. In exactly this area the municipalities 
have made extraordinary developments in organic agriculture and arc currently 
instigating the introduction of 100,000 hectares of jatropha curtus, through 
which Michoacán is becoming one of the main territories in Mexico to promote 
the cultivation of this plant for the generation of alternative energy. It is antici-
pated that this project will include 22 municipalities of the Tierra Caliente belt 
(Pimentel, 11-04-2009), through which it not only becomes a local develop-
ment project, but also a micro-regional one. 

With reference to the other micro-regional projects, particularly noteworthy 
is the installation of the Agroindustrial Park in the Northeast of the state. 
While, as mentioned above, the state occupies first place in fruit production, it 
is 18th in agroindustrial production, so it is crucial to exploit the capacity within 
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the state to give value-added to products with greatest commercial potential in 
international markets. It is anticipated that the sphere of influence would 
extend over 30 different rural localities, in the municipalities of Yurecuaro, 
Tanhuato, Vista Hermosa, La Piedad and Ecuándureo (Ruiz, 15-05-2009). 

Livestock projects arc directed towards planting improved pastures and 
genetic enhancement of the livestock. Again, these projects are focused on the 
Tierra Caliente region, which is the area with highest livestock capability. In 
this area, projects currently running include infrastructure, grasslands and live-
stock projects, aimed at creating a centre of technological innovation in sustain-
able livestock farming for the dry tropics, which would increase productive 
potential and have a social impact, involving various municipalities (Programa 
especial para el desarrollo de los sistemas silvopastoriles como alternativa alimenticia 
de la ganadería sustentable del trópico Michoacáno, 2009). Again, it can be seen 
that there is a tendency to attain micro-regional development through local 
development. 

Forestry projects, on the other hand, are more precise and tend to be concen-
trated in the pin-oak vegetation areas such as the central part of Mil Cumbres. 
Forestry projects are usually registered under the Community Forestry Develop-
ment Program, of the National Forestry Commission. The ejidos and towns 
approved by the program are enrolled onto training workshops, where the tradi-
tional management of natural resources and collective property is promoted 
(Programa de desarrollo forestal comunitario, 2008). 

Finally, the impact of the national Protected Natural Areas project on local 
areas in Michoacán ought to be considered. Such areas have experienced a slight 
increase in labour diversity, as more and more people are employed in activities 
relating to services such as control of forest fires, and more commonly in tourist 
services such as guides, leisure activities, food and board. This process also 
implies a change in land use for the ejidos. 

Conclusions 
Altogether, while Protected Natural Areas contribute to the diversification of 
activities, as a factor driving local development of rural areas, Chaplin, 
Davidova and Gorton (2006) warn that this is still not a constant process in 
Michoacan. Many rural areas are not close to large urban areas, which might be 
a basis for supporting alternative revenue sources, and the process of migration 
has not been halted, be it rural-urban or international. Likewise, low education 
levels persist, as does a lack of credit or capital, both factors which contribute to 
the population's lack of options to diversify their income generating strategies. 
Thus, the most successful local development projects in Michoacan are aimed at 
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revaluing work linked to primary activities, or work commonly associated with 
the rural population, activities that arc traditional for the local population. Nev-
ertheless, in the face of a rising trend towards agricultural specialization, and the 
concentration of primary activities in the hands of a small number of property 
owners, diversification of activities which drives local development for the rest 
of the population in rural areas, appears to be a medium-term challenge. 

Yet, local development in Michoacan ought also to be seen in terms of (com-
plementary) general state development. It has been seen that in a micro-regional 
context, projects seek to have an impact on localities in different municipalities, 
such that the extension of this impact to other spatial scales (regional and state) 
can be anticipated. As Borja and Castells (1997) show, from a broader perspec-
tive, the global and the local are complementary, joint creators of social and 
economic synergy. 
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In September 2 0 0 9 , the conference of the Commission on Local Development 
International Geographical Union, entitled: Socio-economic disparities and the 
role of local development, was held in Warsaw. The Commission on Local 
Development IGU provides an international forum for the study of issues related 
to matters such as: local and regional development, reorganization of space and 
the role of both institutions and agencies in developing and reshaping the local 
space. 

In the Warsaw conference, representatives of various academic centers from 
five continents took part. As a result of that event, several papers were prepared, 
and some of these are presented in the current publication. This volume extends 
our knowledge regarding directions of local development in the countries 
located in different geographical zones as well as ways of solving the problems 
resulting from the socio-economic spatial disparities occurring in those 
countries. 
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