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FOREWORD

This volume contains the papers presented at the Fifth Joint Minnesota/Padova Conference on
Food, Agriculture, and the Environment held at Abano Terme, near Padova in Italy, June 17-18, 1996. This
conference was organized by the Center for International Food and Agricultural Policy at the University of
Minnesota and the Dipartimento Territorio e Sistemi Agro-forestali at the Universita degli Studi di Padova
(University of Padova) under their international collaborative agreement, along with the Agricultural
Development Agency - Veneto Region, the University of Perugia, and the University of Bologna - CNR. The
first Joint Conference was held in Motta di Livenza, Italy in June 1989, the second in Lake Itasca, Minnesota
in September 1990, and the third in Motta di Livenza in June 1992. The Fourth Joint Conference was held
in September 1994 at the Spring Hill Center in Minnesota.

This conference focused on topics of mutual interest in the areas of (1) agricultural and resource
policy, (2) land markets, (3) the food and agricultural industry, (4) agriculture and the environment, and (5)
agricultural production and environmental quality and sustainability. Although the conference was not
intended to provide a comprehensive coverage of all the issues, this volume hopefully represents a useful
contribution to current understanding and debate in the areas of food, agriculture, and the environment.

Judy Berdahl, secretary for the Center for International Food and Agricultural Policy at the
University of Minnesota, assisted with these Proceedings.

Benjamin Senauer Danilo Agostini
University of Minnesota University of Padova
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ENDOGENOUS RURAL DEVELOPMENT AND SUSTAINABILITY
AN EUROPEAN (NON ORTHODOX ) PERSPECTIVE *

(draft)

ABSTRACT. The implementation of theew CommorAgricultural Policy (CAP) hasbrought far-reaching
consequences for rural development: the farmer, liberating himself from his one and only role of producer, can profit
from the opportunities and synergies offered by other activities that are complementary and alternative to
agriculture. Thus the farmer has an essential role in the valorization of endogenous resources of tilecsedae
carries his activities on.

Since 1975, the European Community has finamredrammes whiclmave increasingly taken into account
the rural development dimension in research activities linked to agricu{fareexamplethe AGRIMED and the
CAMAR research programmes). Central to such researchié® inotion of endogenous development. While this is
still not a well defined paradigm, it seems to have soioe explanatory categorieshich could bevorth to discuss
in a conference wherdifferent experiences (i.e North American and European) are compared. This is the main
purpose of the paper. A second objective of the paper is to analyzdrdrtteavork ofthe endogenous development
could have useful insight (or, at least, could be suitable) for the analysis of sustainability issues.

* This paper isbased on a broader research supportethéyitalian Ministry ofUniversity and Scientific
Research (MURST 60%) on “Institutional Analysis of Agricultural and Forestry Resddesesgement”. The Author
is deeply appreciative of this essential support.
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«Diversity is one of the main feature of European
agriculture. It is also becoming one of tkeywords in the
debates on Common Agricultural Policy. Any European
perspective on rural development must be grounded on the
recognition of such diversity and must necessarily build
upon it in order to maintain the agriculture required by
Europe’s people»

Ann Long and Jan Douwe van der Ploeg, 1994

1.INTRODUCTION

The implementation ofthe newCommon Agricultural Polic CAP) hasbrought aboutar-
reaching consequences for rural developm@&@mong others, thdarmer, liberatinghimselffrom his
one andonly role of producercan profit fromthe opportunities angdynergies offered bypther
activities thatarecomplementary and alternative to agriculture: Timefarmer has an essential role
in the valorization of endogenous resources of the area where he carries his amtivBirsel1975,
the EuropeailCommunity has financed programmes which have increasiak@n into account the
rural development dimension in research activities linkesbteculture (forexamplethe AGRIMED
and theCAMAR researchprograms). From these researches emerges that the main feature of
European agriculture (and of European rural development pattedisgisity This isnot achance
phenomenon: Diversity islue notonly to differences irfactors, such aglimate, soil, physical
distance fronthe centers of consumptiohistorically created land-uspatterns, etc., buaboveall,
to thebasicfact thatagriculture is a social constructiohe strategies used by the actorlved
in it, theways in which they link theipractices to markets and to technological developments, the
specificinteraction betweefarming activitiesand regional, national and supranational policies and
interventions - arall decisiveelements irthe complexprocess thatakes agricultural practice what
it is - a highly diversified whole.

All these researches are based orfdbal concept of «endogenouevelopment{ED). ED
patterns are foundedhainly, though notexclusively, on locally availableesources, such as the
potentialities of thelocal environment, laboforce, knowledge, andocal patterns forlinking
production to consumption, etc. As it is arguedeneral contributionésee, forexample Long and
vander Ploeg, 1994;ander Ploeg andan Dijk, 1995), EDcan revitalize andynamizetheselocal
resourceswhich otherwisemight decline or become superfluo&sirthermore, ED practices tend to
materialize as self-centergmocesses of growth: Thad, relatively largeparts of the total alue
generated through this type of development are re-allocated loctiigy itself. While ED is still not
a well definedparadigm, it seems to have some nice explanatmsgoriesvhich could be worth to
discuss in a conference where different experiences Nioeth American andEuropean) are
comparedThis isthe main purpose of the paper, and sectionil explainhow theidea of ED has
emerged and what it is.

It should be stressed, however, that ED isarerging field ofinterest that mergedifferent
disciplines (like economics, sociology, antropology, &icand, assuch, presentsseveral
characteristics of the parental diseigls: This means that it has no clearly identifighkoretical
roots, atleast in thadiscipline ofeconomics. In this situatiomot all the economists are in favor of
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this new researctopic, simply arguing that ED isot economics: This is wheithe «<nonorthodox»
caution in the title of the paper comes from. Puttingskee withBill Slee, «the question should be
asked whether economic theory date has largely failed to identifgertain important features of
development, encapsulated in the term “endogenous development”, or whether “endogenous
development” is an illusion, rooted bourgeoisliberal responses towards tiperceived failure of
many past development strategies» (Slee, 19984). This calls for a careful scrutiny of the
theoretical root of the concept, which will be carried out in section 3.

Finally, in section 4, a third kind adinalysis will becarried out, i.e. if the framework of the
endogenous development could have useful insights (or, at least, could be suitable) for the analysis of
sustainability issues.

2.WHAT IS ENDOGENOUS(RURAL) DEVELOPMENT?

2.1. How does the ED idea come frdm?

The recent interest in Ebhay besurprising; howeverfor thosebeing familiarwith the so-
called “modernization” of agriculture, thisterest vill come as no surprise. Infact, modernization of
agriculture has become increasingly seen as originating from and drivectdrgand institutions
external to the agriculturalsectoritself. This specificfocus was consolidated by a concept of
modernization whiclstressed an essentraipturewith existing practices and types of discourse of
the countrysideimplicitly agriculture was considered a stagnant séctoorrespondingly, those
farmerswho were moreablethan others to participate in theodernization projects, wentassified
as those most open to outside informatiomessages and innovations, attitude which was
perceived as being identical to anentation towardsirbandynamism. Thisdlominant focus fitted
well with mainstream economics, which perceived agricultural development as essentially a
(re)adaptation ofarming practices to (changes) global markets and technologfHayami and
Ruttan, 1985).

Accordingly, the practice of modernization was (astll is) shaped by sets oéxternal
interventions mostly centralized in state-agencasing tointroduce new organizational models for
farming, new interlinkages between farmingarkets and market-agencies, new technological
innovations meant to replace existing techniques and knowledge, new forms of socialization and
techno-economic training, etc. The deliberate effortreate an integrategblicy (and model) for
these interventions, implied several consequences:

a) thedegree of discontinuity vis-a-visxisting practices, relationships and ratefinitions
increased considerabl{i.e. strong reorganization of labor and production processes
happened);

b) modernizatiomot only reproducedexisting differenceshut increasinglygenerated its own
differencesandinequalities because of its selectiveness, i.e. under certain conditions, in

1 This section draws heavily on Long and van der Ploeg (1994).
2 «Getting agriculture movingand «transforming traditional agriculturasere some ofhe telling slogans of the
1960s that reflected this specific and still persistent view.
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particular places and apecific moments iproved to bemuch easier to apphgdopt or
implement modernization projects than at other times or pgtaces
c) dependencybecame internalized intdéhe structureand mechanisms ofgrowth and
development, sincéhe practice of modernization revolved around the introduction of
exogenous elements into the farming sector;
d) the emphasis on exogenous development produced a paftieslar our knowledgef the
nature, scope and mechanisms of agricultural development
As a matter of fact, however, the heterogeneity of European agriculture refleicts eamge
of development patterns thatimspossible to ascribe tone donmantset of“driving forces” located
in markets, agrariamolicy and technology development. Rural development is nev@mple
derivative ofthe latter: Understanding thégynamics ofagrarian developmennplies a careful
analysis ofthe social relations of production, that only determinghe way farming isrelated to
markets, technology and policyhut also imply a frequent negotiation, adaptation and/or
transformation of the goals, instruments, tendendesctives and rationale contained in markets,
technology, and policy. Fromhe reasearches carriedt in Europe irthe last decade emergést
one of the criteria for thanalsis of this diversity e degree chutonomyor dependencyis-a-vis
global markets anthe supply of technology. Astressed by Long andander Ploegthis isnot to
say that

«[D]evelopment patterns can be defined in ideal-typical terms as exclusively founded upon
local resources, nor as only entailing external elements. What empirical research indicates is that
they contaira specific balance of “internal” and “external” elementg/hat turns out decisive, for
those who follow the exogenous development pattern, is that it is the outside or external elements
that compose the conceptual model from which the eventual utility of local resources is judged. If
the latter “fit” with the former, they are integrated according to the rationale of the established
model . If not, they will increasingly be considered as “outdated”, “worthless”, or as a “hindrance”
to change. In endogenoous development patterns, on the other hand, a different balance is
encountered: It is local resources, as combined and developed in local styles of farming, that figure
as thestarting pointas well as theardstickfor the evaluation of the eventual utility of “external”
elements. If the latter can be usedt@ngtherboth the specificity and the vitality of local farming
styles, then they will be internalized (often after a caredielcbnstructioh and “recompositioh so
as to guarantee the maximum fit with local conditions, perspectives and interests). If no “fit” can be
created, then the external elements will remain what they are, that is, “outside” elements» (Long
and van der Ploeg, 1994: 4, emphasis added).

The main conclusions of these researches can be summarized as follows:
a) empiricalheterogeneity is neither a randamr aninsignificant phenomenon: it reflects
frequently a wide array of local farming styles

3 In this way modernization resulted in growth as well as underdeveloparahtmarginalizationConsequently,
the simple “repetition” of the growtimodel typical for growth poles, or so-called «center economies», beuitinime
the less favored areas an ever less convincing policy proposal.

4 Considerable knowledge now exists on how to desigd implementprojects for exogenous development.
However, on how taconceptualizeand analyze ED patternsand of their impact and their potential, there is
remarkable ignorance, expressing itself, for instancthemvidely sharedbeliefthat if such ED patterns are relevant
at all, their significance for resolving actual problems is minimal.

5 For a definition of farming styles, see the next section.
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b) the European array different farming stylegontains both thoseeflecting ED processes,
and others expressing a predominantly exogenous development trend;

c) it is in thecareful exploration othe more endogenowstyles and associated development
patterns, that specific clues are encountered, which could strengthen ED pfocesses

2.2. What is ED?

ED is a “model” of vihat could happen in the transitibom a situation of undervelopment to
another of development in rural areas. It was developed, gadticularly situablefor the analysis
of transition in European marginal rural areas, where it is possible to recognize some characteristics -
like the production ohigh qualityproducts, thecombination of agricultural activieties withxtra-
agricultural activities (i.e. pluri-activitythe structuration of aomplexnetwork ofsocio-economic
relations at local levethe presence ahany smalland mediumenterprises as an components of
such anetwork, etc. which constitute the essence of interestexgmples of sustainable (fraooth
an economic and environmental point of view) and self-centered developattmhs in rural areas,
to whom the EU is paying an increasingly attentgthin the CAP reform. The ainfeature of such
patterns is that the farmer, and at a broéelesl the ruralinhabitant, has an active role as economic
and social actor, i.e. the agriculture and the rural environment are social constructs.

Agriculture, asall others production processasyolvesthe mobilization andreproduction of
resources in order to convdinem into specific values. particular feature of agriculture is that the
required resourcemntail nature and that the subsequent conversigails, inpart, themanagement
of biologicalprocesses, that is “natu@fcles”. «Simple commaoditgroduction» (Friedmanri,986),
the nowwidely dominantalthoughnot exclusive organizational form Western Europeafarming,
is just aspecific expression of this general formulhe valuesproduced aramainly (but not
exclusively) exchange-valudss. commodities; anthe resources frowhich such commodities are
produced aremobilized partly viamarkets, and partly througmon-commaodity-circuits Both the
mobilization of resources and their subsequent conversion into commodities and/or use-values, imply
relations betweenctorsand institutions external to ttiarm enterprise itself. These relationghich
from a theoretical point ofiew are highly variable, and whicltonstitute, in praxisspecific social
relations of production, might be discussed using Figure 1.

The horizontalxis refers to themobilization ofresourcesyhich might be mobilized on the
various markets: a growing numberavhpiricalstudies have demonstrated that along this horizontal
axis there isconsiderable empirical diversitippth between andithin regions(see, among others,
van der Ploeg, 1990). Isynthesis, farmers relate thérm enterprises in quite different ways to
markets, and although marketsight increasinglyrepresent one and theameset of external
parameters for farming, the way in which farming is linked to this set of paraméiggislysvariable.
The verticalaxis of Figure lrepresents the conversion of resources watoes, whichimplies a
particular technique otombining resources in order to produce tihequired outputs. Farm
production processes anermally structuredalong thelines designed by science and agribusiness,
but technological designs might be aldeconstructedParticular elements dhe designsare then
reconstituted andombined with elements already existing to proutie most appropriate methods

6 In otherwords perspectives on Ef¥ise through the comparative analysisieferogeneitynd associated styles
of farming.

7 This section draws heavily on van der Ploeg (1994).

8 The latter applies in particular to the lalforce recruited within thefamily andtherefore nosubject to wage-
labour relations.
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technological
designs are
normative

A

technology

\

deconstruction
and
reconstruction

-«+—— markets —
low integration high integration

Source: van der Ploeg, 1994: Diagram 1

Figure 1: Farming room for manouver

for conversion methods thdiffer, sometimes considerably, fratime original technological designs:
craftsmanship replaces external technological design as an orgenagle for organizing the
production process, i.e. the conversion of resources into values.

Markets and technology thus dot determinehow farming will be carried out, but provide
the context irwhich different positionarepossible. Togetherthey constitute «room fananouver»
(Long 1984). In other words,

«[Flarmers themselves, as social actors, are able to define and influence the way they relate
their farming activity to markets and technology. Distantiation from and/or integration into markets
and technology is of course not a matter for capricious decision. It is the object of strategic
reasoning embedded in local history, ecology and prevailing politico-economic relations.
Simultaneously, it is through such strategic reasoning that particular positions are created, that
specific social relations of production are produced and reproduced, and that future developments
and decisions become conditioneds» (van der Ploeg, 1994: 9).

We can now use thdiagram depicted in Figure 1 to discube issues of heterogeneity and
different developmentrends in rural areas. We camagine thatthe starting position is one of
underveloped agriculture in“anarginal” are& (or «lagging behind in development», afficial EU

9 One can argue thabroadly speaking'marginal” areas aréess market-dependeandless organized along
the lines of the newest technological desiginan is thecase for so-called growth pole¥/ithin the forms of
development discourse nodominant, these featurgsn other words low market-integration andechnological
backwardnessare currentlyused as indicators of an “underdeveloped” status. It is self-evidatguch a definition
only makes sense in a strictlynilinear” model in whichdevelopment irthe «areas lagging behind» is seen as an
imitation of the developmentadattern that haalready been realized ithe growthpoles:the validity of such a
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Source: van der Ploeg, 1994: Diagram 3

Figure 2: Different patterns of development

phraseologyputs it). This is illustrated in Figure 2, where képresents théypical position of
agriculture in amarginalarea,vis-a-vismarkets and technology in such ardearming, inone way
or another, «lags behind» in the adoption of technology.

From theoretical, asvell as empiricalpoint of view, it is possible tadentify atleast two
different position as agricultural and rural development starts mothegy and A positions of
Figure 2, where V stands for «Vanguar@sming, for the endeavor to createjthin the global
marginal conditions, a systematic effort gpply prevailing technologies and thie same time to
enter into a morsystematic and more tightenselt ofrelations with the markets. i, in synthesis,
an endeavor to apply, ithe marginal areas, the developmentodel of the growth poles (G):
Transfer of technology then becomes strategic, and developrilentaterialize alondhe lines of
the exogenous growth modeDutside elements (such as technologies, organizational forms, capital)
and intervention (heavy subsidizing so ascteate the required conditions farodernization,
technical assistance and control to secure the correct application of the designed model) compose the
crucial features of such an exogenapgproach to growtland developmeHtt This isthe standard
intervention strategy of thEU. As a matter of fachotwithstanding the strongstitutionalsupport
for exogenous growth, the results of such a strategy are rather poor for:

unilinearmodel is,however, highly doubtful, both theoreticaliynd empirically (Meeuset al, 1988; van dePloeg,
1994).

10 The presence dhis kind of growthmodel in marginal areas is not to be underestimated. Marginal areas
increasinglyoffer what arebecoming structural constraints time so-called growth poles: space to expand production
(through the acquisition gtlatively cheapand, aswell asadditional space dsr as quota, etc. are concerned) and
clean resources, i.e. ngét contaminatedair, water and land,which can increasingly based to obtain additional
value on the urban markets, now rapidly turning to “sound” food.
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a) it turnsout to bequite difficult to create theinstitutional conditions necessary for the
maintenance, i.ehe reproduction over timeof this growth model: In practice, after the
“big leaps forward”, a lot of the farmers are obliged to take “steps backward”;

b) it is becoming increasinglgbvious that although this particular model might alleviate or
even change some aspects of the global marginality of a given region (for instance, output at
farm level), it simultaneouslyleepens other aspectbke rural employment, landscape
preservation, environment conservation, intra-sectoral interlinkagessibilities for
tourism, etc.)

A third position might bencountered - indicated by position A for “alternative” in Figure 2 -
which impliestwo features thadiffer noticeably fromthose in the positionalready described:
farming basedmainly on non-commoditized processes reproduction (on resources reproduced
within the farm and/orobtained througlsocially regulated exchange), and which an optimal
conversion(not based on a straight-forward application of exogenous technological models, but
grounded omuality andquantity of farm labo#?) is simultaneously realized. Farming in tbase is
built on an active and goal-oriented moving of the labor and production protressé®th markets
and technology: In this position, relatively autonomous andhistorically guaranteedscheme of
reproduction andraftsmanshipare thetypical constructions that characterize thbilization of
resources and their consequent conversion into the required social values and commaodities.

The specific empirical expressions of such a “mod®@ farfrom beingfully explored. But
some indications can be derived frahe litle we do know in order tohighlight a preliminary
identification of «tyles of farmint®» (van der Ploeg, 1994: 16-24) that gmibly embody
endogenous development patterns:

a) theidentification ofhigh quality productghat allowfor a relatively highvalue-added per

unit of end produés;

b) the identification of low external inputagriculturé4 that togethemith a high technical
efficiency founded on the quantity anguality of labor, allowsfor additionalroom to
achieve a reasonable income even under adverse coridjtions

c) theidentification ofspecific organizational patternthat allowfor alternatives to current
modernization schem¥&s

11t is useful toremind thatechnological designs are neaalyaysoriented towards a reduction of both quantity
and quality of labor.

12 styles offarming is the pivotatategory of analysis of endogenous development, at least from a sociological
point of view. It represents the underlying patterns of farming in terms of strategically orgdloizeof activities
through time. ldiffers fromfarming system, as known ithe so-calledfarming systemresearchpecausehe latter,
being mere descriptions of variables as manifested at a spificin time, are more instable in tinmymplex(and
confusing) whilst the underlying pattemight easily be missedind not capturing th8ogic of farming” (i.e. being
based orparticular crops, itmight easily obscurg¢he different patternssed inthe production of the same crop). In
other words, atyle offarming is thecomplex but integrated set of notiom&rms,knowledge elements, experiences
etc., held by a group of farmers in a specific region, that describes the way farming praxis should be carried out.

13 The particular laboprocessand dependency on local resourddést areoften strategic for producing such
commodities(and theassociated social valué)hibit a high degree of incorporation intsupply markets and -
simultaneously - exclude a straightforward applicationcofrent technologicamodels: craftsmanship remains
essential. In other words, particular and presently expanding niches in the marketdy atiow for, but assume and
require a position such as the A position.

14 This doesnot meanhowever that thelevel of totalinputs is necessarilpw: mostly it is labotthat replaces the
use of external inputs.

15 This applies not anly to high quality ecological products, but also to the production of current commaodities.
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d) the identification of specific combinations @xtra-agricultural activities which give a

particular dynamic to the agrarian process of produ&tion

e) thelocal recognition and knowledgef styles of farming, their inter-linkages with markets

and technology, their potential and their lirHits

Those are the ainfeatures of ED patterngheyaremostly descriptive because thie lack of
a well-developed theoretical background, at least fileeneconomic point ofiew. This wil be the
research task for nexears inthe field. By now, it ispossible to summarize Epatterns as ones
having a number of distinguishing characteristics as follows:

a) thelocal determinatiorof development options,

b) thelocal controlover the development process, and

c) theretention of the benefitsf development within the locale.

But, ratherthan constituting a model of development watearly identifiedtheoreticalroots,
ED is morereadily characterized as an idealized descriptivatrast to frequently observedtterns
and processes of development. ED is locally determined, exogenous development is transplanted into
particular locales and externally determined: tDds to lead tdigh levels ofretainedbenefits
within local economiesgxogenous development tendsetqort the proceeds development from
the region; ED respects local values, exogenous development tends to trample over them.

As reported,“locality” is a key concept in the ED literature, buhis mustnot to be
misunderstood. Although one can aknowledge withctaien thatrural localities might be able to
play to their strengths, it must also be recognized thatntieaning of localitywas largely de-
activated and deconstructed during the epoch of modernization and hiaat only recently been
reconstituted. At theame time, it must be recognized that locality as such comtailggaiarantee
whatsoever. One couklenargue that more often thamot ED isblockednot byglobalfactors but
by locality itself. Again wesee that there is no genesghemefor ED. It is only the careful and
detailed exploration ofarming stylesandotherlocal elements as embedded in particular frames of
interaction with outside factors, that can reniderghts intothe prospects fofor the impossibility
of) ED.

3. SEARCHING FORTHEORETICALRoOOTS OFED

Any discussion orthe theoretical relations between ED and economics amatyzehow ED
fits into the branch of economics that deals explicitely with depeient, anchamely itmust take
into account what is the role that economic theasgignes to agriculture ithe development
process.This analysis Wl be performed firstsummarizingthe evolution of rain concepts in

16 Both the mobilization ofesourcesand theconversion of resources in to end-products (Whatthesr nature)
imply specific(and highly variable) patterns in tecial division of labor, of co-operation, of contradictions, etc. To
be more precise, both exogenaursl endogenous growth models imply specdied quite contrasting organizational
patterns.

17 The expression “extra” here ssmewhat misleading in so far as it sugg#sasthese activities are external or
only additional to farming. “Pluri-activity” is, ofourse, more oftethannot, strategidor the specificway farming is
organized. Hence, the interlinkages, fuséomdsynergy ofagricultural and extra-agriculturattivities within one and
the same economic unit (currently the family) are central for understanding the particular A type position.

18 |t goes without sayinghat thepotential suitability othis methodological approach is largely dependent on the
specific culture, the patterns of communication etc., as they are encountered in each particular region.
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development economics frothe World Warll, second contrasting ED with thso-called
«endogenous growth» paradigwhich could have some resemblance with &, finally, stressing
the important role that institutions (and institutional analysis) can play in the analysis of ED.

3.1. On the Evolution of Development Concepts from Wolrd War Il

Modern development economics is a composite resdietdhwhich entailsseveral theoretical
constructions and differenalue judgements, whictefer toanalyticalpositions that often areery
distant from each other. The thories of economic development appearedfiftylastars can be
summarized as five main paradigithéee, for example, Todaro, 1993):

a) “linear-stage” theorywhich intends development as aecelerated agrega&conomic
growth, following an historicapattern of stages of growdtommon toall nations: among
others9, belong to this first paradigthe Rostow’s growth theory (Rostow, 1960)d the
Harrod-Domar growth model (Harrod, 1939; Domar, 1946);

b) “structural change” modelsyhich focus on the structural changesich take place in
traditional economies moving from underdevelopment to development and entail, among
others, dualistic models of development (Lewis, 199%i and Ranis, 1964; Harris e
Todaro, 1970)and so-called “patterns of development” models (Chenery Symduin,
1975; Chenery, 1979);

c) “international dependence” revolution, which is more radicalpatitical oriented (i.e. neo-
marxist) and stresses that underdevelometfiteisoutcome of powetelationships between
the center and theeriphery ofthe world, and oinstitutional and structurailgidities within
the underdeveloped world (Prebisch, 1950; Baran, 1957; Gunder-Frank,Ef8gignuel,
1972; Amin, 1976; Furtado, 1976; Palma, 1978; Cardoso and Faletto, 1979);

d) “neoclassicalcounterrevolution”, which,building on the neoclassicalgrowth model
proposed in théfties (Solow, 1956; 1957; 1962), stresses Ibeaeficialrole of freetrade,
free marketjassaiz-faireeconomic policy (Buer andyamey, 1957Bauer, 1972; Little,
1982; Lal, 1985; Balassa, 1978; Bhagwati, 1978, 1982; Krueger, 1974);

e) “endogenous growth(or new growth) theory,which, though steeped in theeoclassical
tradition, modifiesand expands the assumptions of traditiggrawth theory (it adnts the
possibility of learning bydoing, it relaxeghe hypothesis ofdiminishingreturn oncapital,
etc.) tohelp explainthe observed pattern of growdmong nations (Romer, 1986, 1990;
Lucas, 1988; Barro, 1990, 1991; Barro and Sala i Martin, 1995).

All those models present some common characteristics and crucial differences. We can
summarizehe evolution of concepts in the ldifty years, focusing on four important issuetjch
are relevant in thanalysis of EQ(Table1): thedefinition of dependenvariable in such models, the
independent variables and their meanthg, role of theState inpromoting economic development,
and the explanation of the growth/development process.

191t goes without saying that such a classification andstisequent criticakmarks on the maifeatures of each
paradigmsuffer ofthe obviouslimitations andoversimplifications, due to a necessary schematic representation of a
thought history which is, on the contrary, extremely rich and complex.

20 See, also, Rosenstein-Rodan (1943), Nurkse (1953), Geschenkron (1962).
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TABLE 1: SYNOPSIS OF IDEAS EVOLUTION IN DEVELOPMENT THEORIES

Paradigms Period Dependent Independent Role of State Explanation of
variable variables development
Linear-stage 50-60 econ. growth  Economic High Exogenous
Structural 70 econ. growth, Economic, High Exogenous
change development socio-institutional
International 70 econ. growth, Economic, Revolution Exogenous
dependence development socio-institutional
Neoclassical 80 econ. growth  Economic Low Exogenous
Endogenous 90 econ. growth ~ Economic High Endogenous
growth

First of all, it isworth stressing that the wholget of paradigms can be partitioned in two
subsets: in théirst one we carind the linear-stageneoclassical anéndogenous growtmodels,
which are characterized byragher level of formalizationand by focusingnainly onthe economic
dimension of development; the second one are considered the structural changatanthtional
dependence paradigms, whighesent the opposite features, i.e. a loleel of formalization and
the focus on socio-institutional characteristics too.

This means that ithe paradigms belonging tthe first subsethe dependentariable has not
changed over the whole period, i.e. grewth rate of theconomy, thougleriticisms on that point
werewell known at leassince Gunnar Myrdalkorks?L. There aremanymotivations forthat: during
thefifties and sixtieghe choice othis variablevas the simple transposition into tmedelling realm
of what was the predominant idea in the political arena, i.e. development was prastizailymous
of economic growth; in thdollowing decades thisvariable was maintained as a proxy for
development, because easier thanntudtidimensional(and slippery)concept ofdevelopmeri® in
econometric applicationsdow this has been deleteriotisr the explanation ofthe development
process, it iself-evident.Structural change anidternational dependence models have paid more
attention to a richer andealistic representation of dependerdriable (i.e. the purpose of
development), even though this has meant a lower degree of econometric formalization.

On theside of independent variables, alslbere are strongimiliraties among themodels
belonging tothefirst subset: someariables indeed have maintained a cruo sincethe Harrod-
Domar model(for instance, neinvestments, capitastock, savingsrate, etc.). Howevertime
passingpthervariablesappeared, for instance technologipedgress in the Solow model, abécae
increasingly more important. Shortly, we caay thatthe leit motiv of the evolution of the
modelization isthe search for a more “endogenousXplanation of economigrowth, whose
fundamental steps are the endogenization of physical capital productivity in thenSadi@iv(where,
however, it depends on the changes olewel variable,i.e. technologicalprogress,which is
exogenous to the model) and the subsequent endogenitattieast partly) of technicgbrogress,
which takesplace inthe more recent endogenous growibdels. Againthe models belonging to
second subset (i.e. structural change and international dependence modefg)t desbtrict

21 0On this point see, also, Clower (1966), Seers (1969), Goulet (1971).

22 pevelopment is «[A] multidimensional process involving major changes in social structures, popular attitudes,
and national intistutions, awell as the acceleration oéconomic growththe reduction of inequalityand the
eradication of poverty» (Todaro, 1993: 16).
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themselves to strictly economic variabldsjt explicitely took into account alsosociological,
institutional and political variables.

Finally, models differ widely orthe emphasis theput on therole of theState indevelopment
process. Broadly speaking, we ¢y that first models (linear-stage astductural changenodels)
seem to assign greatdeal oftrust on thepossibility of positive effetcs frorBtateintervention. On
the contrary, dependency models with their emphasis on needed fundamental economic, political, and
institutional reformsboth domestic and worldwide, suggest that no positive role cassigned to
the State, aeast if it isnot deeplyrestructuredNeoclassical models, with their thaumaturgical trust
on the role of the market, aneery suspicious orthe consequences &tate intervention, and
explicitely suggets that thkesserthe Statentervenes, théetter. Inlast years, endogenous growth
modelsrestored asignificant role for governmenpolicy (complementary investments human
capital, infrastructure and research and development) in promoting longnowth and
development.

The conclusion is that the array of theories and models that have sought to illuminate economic
aspects of the process of development are largely devoid of reference to endogenous development or
related concepts. iy endogenous growtmodels tryexplicitely to highlightand explain a self-
sustained mechanism of growth, and we will turn soon to it in order to verify if theysuigable for
the analysis ofED. Before that, however, it is important $ay something othe role of agriculture
in development theories (Table 2).

A first observation is that therare very few paradigms that explicitelake into account
agriculture, namely structural change and dependency models. Such models are typically premised on
the assumptiothat, in avariety of ways, agriculturaurtures the process of development (see, for
exmple, Kuznets, 196phnston and Mello961). Theagriculturalsector isseen as a provider of
food at non-inflationary prices; as aource of increasegurchasingpower to fuel sales in the
industrial sector, as a source of investment capital for the industrial sector; or as a potential source of
foreign exchange earnings to support the development process.

Most models postulate adynamic relationshigoetween a modern industrigectorand a
traditional sector. Mial economy modelsre atypical example of thisapproach:Lewis (1954)
postulated a process of labalredding from a traditionalector, repletavith surplus labour to the
urban industriakector. Heenvisaged successiveunds of capitainvestment irthe industrial sector
drawing more and more of the surplus labout of the ruralsectoruntil the commercialization of
agriculture is triggered. Thggnificance of this moddbr thediscussion were interested ilies not
in its explanatorypower, but inits clear identification ofthe process of agricultural and rural
development as being exogenously determined by the capitalistic industrial sector.

Within the broad array alependencyhought, rural areas asdso viewed as largely ingable
of endogenous development. The pre-capitalistic rural economy is characterised by an inward

TABLE 2: AGRICULTURE IN DEVELOPMENT THEORIES

Paradigms Period Explicit considera- Development Model of agricultu-
tion of agriculture  strategy based on  ral development
Linear-stage 50-60 NO Industry Exogenous
Structural change 70 YES Industry Exogenous
International dependence 70 YES Industry Exogenous
Neoclassical 80 NO Industry Exogenous
Endogenous growth 90 NO Industry Exogenous
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looking self-sufficiency, i.e. rural communities are viewed as enslaved beneath traditioné/indes,
an undignified,stagnatory and vegetatiWige. Outside theearly industrialised capitalist economies,
the transformation effected lpapitalistic development on rural areas leadsht replacement of
self-sufficiencywith export-orientectrop productiorand the substitution débcally produced craft
products for imported mass-produced goods. These changes again stress the exogenous nature of th
development proceSs

Both approachereinforce the conception of rural development as “dependent” development.
Within the non-marxist paradigm mudcittention isgiven tothe means by which modernization can
be speeded up. Thus, emphasis is placed on the provision of capitaband inthe ruralsector (to
get around theroblems of exorbitant interestites charged blpcal lenders)the introduction of
new technology(to overcome the disadvantages of customary practicepamitive technology),
and theprovision of infrastructurdto link the area moreffectively tothe external world). Such
changes arall likely to increasehe extent of external control and incorporate rural areas fultyre
into national and international markew/ithin the neo-marxist approaches theedominance of
external concentration opower wil ensure that exogenous forces prescribe the nature of
developmerit.

3.2. ED vs. Endogenous Growth

Although endogenous growth theory (E@s some semantic resemblance withconcept of
ED, itis, howevernot suitablefor an explanation of ED phenomena (Romatf96). First ofall,
ED is characterized by tHecal determination of developmeaptions, thelocal control over the
development process, and the retention oforeefits of development withithe locale.This focus
on the“local” dimension of developmenprocess is a first, crucial, feature thdiffers ED as
compared as EG models (Tale where the latter feature @malitical level wich isaggregate, i.e.
macroeconomi. On empiricaterms thismeans that EG modedse notsuitablefor the analiysis of
specific local case studies.

23 Indeed thevhole terminology oMarxist thinking ondevelopment is replete with referenceshesubservience
of rural areas to theapitalist core. Colonial relationshipgtweencentreand periphery directly imply an exogenous
set of forces operating on the region (see Baran, 1957; Gunder-Frank 1969).

24 More precisely, de Janvry (1981) argtiest acombination ofand reform,thatbreaks the allianceetween the
national industrial capitalis@nd the traditional landeglite, and technical change, resulting in the generation of new
income streams irural areascould result inthe incorporation of marginalasses as more actiparticipants in the
national economic and political system. Again, this development process is driven by external (to rural areas) forces.

25 This statementould besurprising, sinceformally, the EG functions arenicroeconomic functions: Undéhis
respect, the EGnodelsare similar to theneoclassical models, which stricly speaking do not utilize individual
functions, but just percapita functions, obtained subdividing the aggregate function by the relevant population.

12
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TABLE. 3: COMPARISON BETWEEN ENDOGENOUS GROWTH AND ENDOGENOUS DEVELOPMENT

Categories of analysis EG ED
Objective function Uni-dimesional: Multi-dimensional:
economic growth development
Analytical level Macro Micro, Meso
Explanation of growth/development Endogenous Endogenous
Determinism of growth/development path High: uni-linear Low: diversity
Sustainability of growth/development path Economic: high Economic: high
Technological: medium Technological: high
Environmental: low Environmental: high

A common feature othe two approaches is the attempt of an endogerexyganation of
development. There is, howeversignificant difference ithe meaningthe two approachegjive to
the term “endogenous”: in E@odelsthe growthmechanism seems bestricted to«learning by
doing» and «learning by using» phenomenejile there is no room ofmanouver for
«deconstruction/reconstruction» of production techniquegh play,instead, a pivotal role ilocal
development processeshis is very important, because in this casee degree ofexternal
technological dependence decreases taeddegree of adaption of such techniques tgivan
situation wil be improved. Again, EG models say nothing lmow exogenous technology could be
adoptedand adapted to given situation: paraphrazing Machly@967), wecan say thathe local
development system imosemodels is nothindut a «theoreticdink», a technological blackox.
Therefore, fromthe point ofview of technical change explanatiadhe ED paradigm seems to be
more suitable than EG models.

My personalfeeling is that EG modelare in a situation of “compartive disadvantage” as
compared ag&D, because, despite the fact thiagy have a more powerful explanat@ywerthan
neoclassical models, theyre still rooted inthe neoclassical paradigm. lother words,since the
dependenvariable is stillmere economigrowth, and the presumption to ladble to explain with a
single modehll possible development pathmseinsuperable constraintsser EGmodels: They are
not able totake into accountundamental dimensions aidoption/adaption of techniques process,
like theinstitutionalset-up, the sociaklations of production, the articulation of econosystem at
micro level, etc.

In conclusion, putting asidde semantic assonance between EG BDBd thetwo approaches
seem to be fundamentally differetll the issues we dealt with so far seem to derive from a
fundamental lack of EG models: Theyiss the institutional dimension of development. On the
contrary, thisallows the ED approach to takexplicitely into account thepossibility of several
development paths, whicare the outcomes afynamicresponsesgyiven by economiagents to
changes in the operationahvironment. Development paths can didy partly predetermined:
Development idull of uncertainties and its inneneaning can bgraspedonly if the theoretical
framework we use is suitabléor the analysis of adapative behavior to such pervasive
uncertaintyd(Romano, 1995). As weshall see, the responseillwdepend on theprevailing
institutionalset-up: ademand for an institutional changdl Wwe explicited whenever this settingll
no longer be consistent with the prevailing economic and social conditions.

26 That is, only if the theory allows for “closed loop strategies”, as is well known from game theory.
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3.3. Changes in Traditional Thinking on Development

The conventional wisdom on development has kméstantially modified byoth theorists
and practitioners in last decades. From bothlibezal and the Marxist approaches ne&eas have
emerged which offer newerspectives on the contribution of endogenous factodevelopment
processesWithin the liberal approaches a number of differesttands othinking have developed.
Three particular strandseem importantor the discussion at hand: The potentiat spreadeffects
to diffuse outwards fronthe initial locus of development, the extentwich localculture can be
seen as amodifying influence ondevelopment processes, and the contributionpi@icticing
development agents.

The assertion that spread effeci8 arise as a result of development in a particular location is
implicit or explicit inmostliberal formulations othe development process. These spefetts can
arise either naturally, as the Myrdalian conception, or can be contrived through the location of
growth poles irregions where it is intended to stimulate developnagtificially. It might also be
asserted that an alternative form of spread effect arises as a result of remggmgesnt back to
rural areas, or of reverse migration whéne primary motive isnot financial: Rather than the
agricultural sector being asource ofcapital forthe developing urbarsector, itmay become a
destination for capital and wages earnedtirer sectors. Thgignificance of thigprocess is twofold:
First, itimplies areversal of the normal direction oépital flows andhe introduction otcapital to
support “traditional” ways of life; second, it is recognized that the reconstituteccomatunity can
modify development pressures and mediate the development process.

A second set omodifications of normal development models can be founthenwork of
anthropologists and ethnographers, who argueldbat culture mediatethe development process,
even within an apparentyomogenous culture. Furthermol@gal culture is seenot as aesidue or
as an anachronisrut «the persistent “production” of culture and attributiorvafie becomes an
essential bulwark againgthe culturalimperialism ofthe political and economicenters, and thus
provides fundamental means Isyc| keeping the communities alive and fruitful» (Cohen, 1832If
economists ignore the enormagignificance with whictpeople invest their cultural distinctiveness,
they will fail to fully understand patterns of developmexat only can developmenbccur where
neither market forcesor policy instruments havdirected it, but the characteristics dgvelopment
can take on specific forms (Long, 1984; Strathen, 1984).

The third modification of traditionaliberal thinking comes fromthe largely atheoretical
observations of development activists and practitioners. Pethapslearest statement dfis is
found in thework of Chambers(1983), who,highly sensitive tothe failings of both liberal and
Marxist agendas for development, offersset of practical proposals anduidelines to enable
development intervention toperate moreeffectively. Chambers «balanced pluraleggproach»
suggests that development agents should engage in a dialogue and leartnefrotended
beneficiaries of development. Chambesslution is “bottom-up” development, ehallenge to
establishedgorocedurespreakingout of top-downwardghinking, participating in decisiomaking
with the poorest,helping them taarticulate their demands for services and rights laaching by
acting on the ground in development actions withse that most nedgklp. Here is evidenasot so
much ofendogenous developmemat of local values being considered as a desirable ingredient in
the development process: The change agent is still external, the developmentsgiloeesgenous,
but development is not so much imposed as negotiated.

The Marxist approaches have beeadified inthreeways that might impinge otne question
of endogenous development: It has beemu@dgthat there is nron law” that compels capitalist
agricultural development tiake preciselythe samecourse in othesettings; the assertion thiamily
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units comprise a transitional class has been subjected to consiaksate which has implications
on the nature of development in certain regions; the detlaiatcapitalist restructuring and the
capacity for rural regions to be affected by this spatial restructuring alsampasations for
theorizing about development.

The suggestion that theammonly described Marxist model of agrarian development should
operateuniformly has been challenged Barter (1979). Elaborating on case studies, he argues that,
while it is possible tause Marxistanalysis to explaithe extraordinarily rapid agrarian development
of a region, it is unreasonable to expect that the developmeapiélistic agriculture W always
take thesame form: It can basserted thabcal factors mediate and differentiatiee development
process, andnodels and theoriewhich fail to identify this may offer weak explanations of
observable patterns of development.

The extent towhich peasants andmall family farms have survivethe ingress of capitalism
into the ruraleconomy has led to mudebate about the statusfamily farms wherehe functions
of management and ownership of capital and provision of kdeotarriecdbut bythe farmer and his
family. Farming is by naneans a unique example ofsmall enterprise withfamily labor. Indeed
many rural businesseare of this kind. Tourist buninessespther service businesses, sorfeod
manufacturers are characterized by thmiperfect fit with the idealized Marxist model of mature
capitalism. Withinthe mode of production described Bsiedmann(1986) as«simple commodity
production», thesmall firmcan be linked intanore advancedapitalism in allwaysexcept its use of
labor. Although some (Winter, 198#ave asserted that thpeculiarnature ofland explains this
“incomplete” form of capitalism, thifails to explain whyother sectors of theconomy, operating
without land as an organic input, possess similar structural fedtukesmatter of fact, thexistence
of large numbers of simple commodpyoducers is one of theam features of the least advantaged
sectors and regions, and to the extent that dactsionsaremade withinthe (farm) householdhey
are endogenous, although it is probable thahy small familybusinessesre locked intowider
circuits of capital (by credit arrangements etc.).

The third elaboration of Marxisthinking concernsthe spatial manifestsons of mature
capitalism (Urry, 1984; Allen and Massey, 1988). The struggle for profit féiroesto exploit labor
pools thathave hitherto been unexploited ahds it ispossible that areasmotefrom the capitalist
core can be economicallactivated by decisions madierally thousands ofmiles away. In the
struggle to keep production costs down, rural economic space is increasingly msegaountries.
Where development proceeds Hyis route (by creating new employmerntpportunities and
increasing economic activity in rurateas) it cannot be regarded as endogenous developrhint.
branch-plant approach to regional development has often been criticized for ignoring the needs of the
locale andfor failing to establish economic activity which has a local entreprencomise. Firms
associated with this type of economic actiatglikely to befootloose and ball too ready to exit
the region during recessions (Firn, 1975).

There areparallels andtontrasts in théberal and Marxist reformulation8oth acknowledge
the existence of a bundle of factors timdluencethe course of development. However, the extent to
which endogenous development can be postulated is restricted igteniification as a cultural

27 The failure of normal capitalist structuresdevelop in these sectors may refltra limited or uncertain returns
to particular forms oéconomic activityand theutility of this “incomplete” mode of production tmature capitalism.
Thus, in rurakourism the part-time tourist provideffers accommodation in economic sp#tat isunexploitable by
normal capitalistic firms. Thioccurs because, in a period of economic difficuthe family unit can partially
disengage from the market, or reduce its rewards for labor to levels that would not be tolerated by hired labor.
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variable withintheliberal formulation or a local effect withithe Marxist formulationWithin simple
commodityproduction it ispossible tgpostulate a degree of endogenous development, althbisgh

mode of productionstill operates in associatiowith other more normalcapitalistic forms.
Chambers’ liberal pleéor bottom-updevelopment representscae de coeron behalf ofthe least
advantagedwhich tends toreaffirm the contention thag¢xogenously controlled development often
ignores the interests of the least advantaged. Endogenous development thus hovers in the shadow:s
of some of these reformulatiotsit rarely occupies a position of prominence. Again, endogenous
development isiot somuch aconcept withclearly definedheoreticalroots, butmore a perspective

on rural development, strongly underpinned by value judgmabisut desirable forms of
development.

The principal questionfacing economists is texplain how a concepivhich has been so
marginal to mainstream thinking in economics should have acquired such centrality in the activities of
development practitioners. Several explanations can be offered. First, it can be #rgued
endogenous approaches to development are rooted in the respomsasyiolisedgroups to
pressures for theiassimilation into wider social and econonstuctures. Second, iight be
asserted that endogenous development has become a taftectimgthe economic subordination
of particular groups or regions. Third, and more important, endogelewetopment is a means of
achieving more effective development of a conventional type.

The difficulties of creating enduring benefits to regions that operate sigidficant handicaps
of peripherality have long been recognized. Development agencies have been established to aid the
development process. Often in the past the development agencies operated wip-derwynwards
styles, encouraging at timessanificant amount of inward investmenbut not a greatleal of
locally-based entrepreneurship. The subsequent metamorphodise agigencies’ strategy for
development to onerhich was more focused on the support of endogerotepreneurship may
have been influenced ltlge bitterexperience of bad dehbtising from major projets associatedith
external investordMany agenciesiow have a much better understandingle# factors thainhibit
endogenous development and are prepareactdn ways toreduce such factors by providing a
variety of business and community support services.

Development agencies hawbus adapted theimodus operandi without altering their
fundamental aims and objectives. They have recognized that long-run developmeatejiaely to
be secured moreffectively by encouraging local entrepreneurship than ilgucing footloose
branch-plants into the area. The same packages of infrastructure development, grant-aid, loan finance
and business and commungypportservicesarestill in evidence put theagencies have learned to
adapt these elements to the local social and cultural context. In addition to recdpeisiagd for a
development dialogue with threcipient community, it has also becomaygparent thaproliferating
agencies must interaeftfectively amongst themselvd®arker, 1989). A further strategyhich has
beenpursued bymanyagencies ishe use ofanimateurs andetworkers. Thesedividuals usually
operate over aelatively restricted area, oftehave networking responsibilities in that thiey to
achieve collaborative action by agencies, and endeavanabomize the amount ofindigenous
activity. They provide communities witha@nduit to externasupportservices andim to catalyze
development by helping communities to recognize the options confronting them.

It would be erroneous tdescribe these changes in development practice as a substitution of
endogenous development for exogenous developmBoth are examples of dependent
development, although endogenous development strategigprovide rather more opportunities
for locally-based social, economic and cultural circumstances to shemkevelopment processes.
The significant differences in developmesitrategies pursued offer opportunitiest somuch to
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refine developmentheory but instead tapply known economic techniques to assessefifects of

the different strategies. Comprehensive audits of development projects are to be preferred to intuitive
appraisals,jdeally embracingcultural, social and environmental effects asll as the economic
dimension.The potential contribution of economists is considerable. The local, regional and national
multiplier effects of projects can lestimated, the cost-effectivenessddferent agency strategies

can be explored, and thstributional consequences of particular actions can be asskessiigiely

it might be expcted that “bottom-up” endogenous development strategies would perfarablsyv

under thescrutiny of economists. Unfortunatelpe evidence to date #ill too fragmentary to be

able to offer any generalizations.

3.4. The Role of Institutions and Institutional Analysis

In section 3.2 | argued that instututiopiy a great role indeterminingED. Here |will
elaborate on this idea, trying to answlee following two question:Why do institutions matter, and
where do they come from? Thislivalso offer the opportunity for sonogitical remarks orthe kind
of economicanalysis weneed, in order to take into accoymbperly theinstitutional dimension of
development.

Institutions can be defined as «[C]ollective rules theftne sociallyacceptablendividual and
group behavior» (Bromley1989: 44), i.ethey are a set otonventions and norms that define the
society’s «working rules» (Commork)68: 6).This means that any institutionsét-uphas its own
«normative content», i.e. any given institutiostilicturedefines vhat is a cosfor abenefit) and for
whom, by means of shaping choice sets framch economi@gentgindividuals, firms, households,
and other decision-making unitsthoose courses of action. The economy asetof ordered
relations obtains itstructureand operational character from institutions: Itheinstitutionalset-up
which gives meaning to econongoncepts likesfficiency and optimality. Institutions exist because,
as ordered relationthey reduce uncertaintyithin social and economic systenas, asFord Runge
(1984: 162hasput it, institutions «[O]rganize, process, asibre theessential information required
to coordinate human behavior».

3.4.1. Why do institutions matter?

If we agree with the statement thaaty institutionalstructurehas itsown normativecontent,
then it is cleawhy institutions matter in development procesdgsth efficiency and distributional
outcomes of development are determined by institutions. Arehwke, there could hestitutional
set-up that are more conducive than others to development. As a matter of fact, an istitutional set-up
which is “born from within”(i.e. which isnot juxtaposed from outside) offers more guarantees to be
successful: this ishe experience othe most part of theural development projects in thghird
World (see sectio.3), and is also thexperience othe Italian industrialization model, based on
smalland mediumenterprises, organized in industrial districts (BecatfiéB7, 1989). It could be
interesting to analyze a bit deeper the latter example, because it is a nice castistutigs several
feature that can shade light on the issue of ED; futhermoresathe analyticatategory (i.e. district)
has been recently proposed as an example of ED pattern in rural areas (latapoh995).

An industrial district(as well as anagricultural or an agro-industrial district) is lacal
development system wheta&kesplace a «strenghtening of industrial relationkjch is lastingover
time andcreates aomplexnetwork ofpositive and negative externalities, asll as of historical
heritage». What is important in thilian experience is thdhe diffusion of industrialdistricts is
perfectly consistent witithe diffusion (until early pst-World War Il years) of a particular

17



Endogenous Development & Sustainability Donato Romano

institutionalstructure, where sharecroppingngzzadrig was the predominat agriculturabntract.
Here, we are nosaying thatsharecroppers and landlordsechanically turned themselvasto
workers and/or entreprenuers: It is just important to pouttthe statistical correlation between
diffusion of mezzadriaanddiffusion of industrial digicts: Economic historians have explainéet
with the fact that thenezzadriacontract wadased on farm management sharingyas conducive
to a culture offirm management sharing, which has béeafertile environment where industrial
districts were born.

From an economic point of view, lacopghP94) proposed mew-institutionalanalysis of the
industrial district, arguing that mhodifiesthe firms’ economic space: The local systenfiohs is a
“quasi-market system”, wherrms have todecide whethefbuy” of “make”, on the base of
economic comparisons on productitransportand transactioeosts. Howeverthis decision is not
only an economic decision, since, as pointed out by Becattini,

«[T]he advantage of local products as compared as those coming from outside is not a mere
adavantage in terms of trasport costs, but relies upon an array of other factors, which call for spatial
proximity and the belonging to a human group which is historically and culturally identified»
(Becattini, 1989: 13).

In other terms, whaBecattini and lacoponi stressed, is that thierent position with
reference to the firm’s “efficient boundary” has impacts not only in terms of commodities production,
but also in terms of social reproduction of the local system:

«[T]he local milieu is the end-tail of a natural and human history, that provides the
production organization of some essential inputs, like labor, entrepreneurship, material and
immaterial infrastructures, social culture and institutional organization. (...) Production is not only
the transformation of a (given) set of inputs into an output according to given technical processes,
but it means also the reproduction of material and human requirements on which the production
process is built. (...) Commodity production entails the social reproduction of productive organism:
a truly productive process should co-produce not only commodities, but also values, knowledge,
institutions and the natural environment that pepetuate it» (Becattini e Rullani, 1993: ).

Another important assertiéhin explaining whyinstitutions do matter, is thany institutional
setting is also an “authority systerable toensure that the expectations of right holders are met:
«[C]ompliance,protectedand reinforced by an authority system, is a necessary condition for the
viability of anypropertyregime» (Bromley1991: 27). The more consistent to tfaues diffused in
the polity, the better theperationally effectiveness tie institutionalset-up.This statement isvell-
known and proved imanycase studiesnainly inLDC, where indigenouproperty rights structures
(mainly based on commopropertyregime) have been substituted by cabli.e. private orState)
propertyregimes that undermined and delegitimiteeloriginal one,beingnot able to establish the
implicit and explicit legal foundations of an economy and society. Agfanjuxtaposition of aalien
(i.e. not acceptedinstitutionalset-uphas servedvorse than the endogenous oblsing Bromley’s
words for depicting such a situation, in these countries

«[M]ost economic activity is plagued by strategic uncertainty - a situation in which economic
actors are precluded from maximization by the everchanging nature of the “rules of the game”. This
fluid condition, what Myrdal called thgoft state means that the family and the village become the

28 Often forgotten in economic analysis.
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primary unit for economic exchange. (...) With the institutional foundations of the economy being
ineffective in providing a secure basis of economic calculation over space and time, we also find
that social sanctions and conventions regarding land and natural resource use are either absent or
contradictory. This situation can be thought of as arising fronmstitutional vacuum or from
institutional dissonanceln either case, indipendent economic agents are, for the most part, left to
their own wile and creativity to assure survival.» (Bromley, 1991: 105).

Thoseexamples should be cleanough orwhy institutions matter on aempirical ground.
However,this recognition hagnplications also ortheoretical ground: An economic theory that is
aimed tothe explanation of development cannot avoid take into account thenstitutional
dimension of developmenprocess.This means thathe received theoretical apparatus (i.e.
mainstream economics) must be expanded to inclatienly the mereexchange of commodities,
but also the definition of individual and collective choice sets, i.e. the institutional change (Commons,
1961). Such an expandetw undermineshe conventional wisdoA? of economicefficiency as the
driving force for institutional change, because recognizes ¢ffatiency, however defined, is
dependent upon thastitutional structure thatgives meaning tocosts and benefits, andhat
determinegheincidence othose costeind benefits. Therefore, a model of institutional chahge
is driven by thequest ofeconomicefficiency iscircular,or, using Bromley’s expression, it «targely
tautological». Thiscalls for a theoreticalmodel of institutional change that offers a legitimate
rationale for institutional change, other than that of narrowly construed economic gain.

3.4.2. Where do institutions come from?

There are basically two views of institutions and their birth in economic theory:

a) in the first,which Schotter (1986: 117galls the «school of social institutionsthey are
seen as sets of rules that constrain individual behavior and definecadc@hes that result
from individualaction (see, amongthers,Buchanan e Tullock, 1962; Tideman e Tullock,
1971; Dasgupteet al, 1979;Nabli e Nugent, 1989). Throughothis literature,social
institutions argplanned and designedechanisms given exogenously to or impaspdn a
society of agents. Institutional change is a process of semgaheering thatakesplace
through the manipulation of the rules;

b) the othewiew, called bySchotter (1986: 118) thebehavioral view>x{see, among others,
Menger, 1883; Hayek, 1978iliamson,1975; Schotter 1981), looks at sodiadtitutions
not as sets opredesigned rules, but rather @splanned and unintended regularities of
social behavior that emerge «organically» (to use Menger's term). What changeseiw the
of how these institutions are createtthey emerge or evolve spontaneously fiadividual
maximizing or satisficing behavior, instead of being designed by a social planner.

Though both approaches axgpealing, it ithe secondiew of institutional change that seems

relevant for ERC. New-institutional economics has given imporant contributionsaminstitutions

29 See, for examplethe so-called «propertyights» theory (Coase, 1937, 1960; Demsetz, 198[thian and
Demsetz 1973), the «induced institutional changamoedel (Hayamiand Ruttan,1985), and the North (North and
Thomas, 1970) model of institutional change. For a critical assessment of those models, see Bromley (1989).

30 This doesn't mean, obviously, that thefirst view of institutions has naelevance. Examples of important
guestionghat can be raised under thiew could beWhich rolefor Public interventions in EIprocessesPlow can
the degree of endogenity of exogenous institutions be augmented? Etc.
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can emerg®, so | won'tdeal with these topics here. lead, itseemsworth stressing a “truly”
institutionalist explanation of institutional changeoife accepts thkypotesis that institutions can
influence economic outcomes, it is straightforward to accept also deliberate astr@tsio change
the institutional set-up, byeconomic agents. Imther words,economic behavior is more than
exchange ofjoodsand services, it is alsabout thedefinition and delimitation ofndividual and
group choice setsindividuals are interestedchot only in «commoditytransactions», but also in
«institutional transactions». As suggested by Bromley,

«[W]hen economic and social conditions change, then the existing institutional structure may
no longer be appropriate. In response to these new conditions, members of society will undertake
efforts to modify the institutional arrangements (...) so as to bring them in line with the new
scarsities, the new technological opportunities, new distributions of income and wealth, ot the new
tastes and preferences. Those activities undertaken in response to new economic conditions, with the
intent of establishing new institutional arrangements, are caldutional transactions Those
astivities undertaken within a given institutional structure are referrred taoasmodity
transactions (Bromley, 1989: 110).

Therefore, it can benvisioned grocess of circular causation between economic conditions
and institutionalstructure (Figure 3). It is such an iterativemechanism that is innovative, as
compared as to botheoclassical and new-institutional models: It explains, in a gnjogenously
way, institutional change. Such a model of institutional chasgsicitely recognizes that any
decision-making unit has itsvn preferencesyhich find anexpression in interestahich then show
up as claimsagainst the @vailing institutionalstructure. Thantent of suchclaimsis, in the final
analysis, to modify existingnstitutional arrangements, order toprovide a new differengtructure
of conventions and entitlements. Téuealytical relevance of thepproach for ED is itsapability to
take into account endogenaustitutional changes: It can be a frameworktfoe economi@nalysis
of such a change, by means of economic explanattsgories (i.e. institutional transactiahsit
increase productivefficiency, thatredistribute income, that reallocate economic opportunities, and
that redistribute economic advantagé)jich allowsfor a “fine tuning” on rural ED (see Romano,
1995).

31 Focusing on transacticrosts (Coasel937, 1960; Simon, 1955, 1959; Williamson, 1975), on propéghis
(Coase, 1937, 1960; Demsetz, 1967; Alchian e Demsetz, 1973), and on asymmetric information (Stiglitz, 1985). Since
those approachesre widely applied in agriculturabconomics (seeamong others, Nabli e Nugent, 1989; Bardhan,
1989; Hoffet al, 1993).
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Source: Bromley, 1989, Figure 5.1

Figure 3: Institutional and commodity transactions

4.ED AND SUSTAINABILITY

4.1. Definitions of Sustainability

It is generallyrecognized thasustainability is aszague and ambiguowsoncept, but onevith
the potential to bridge thaivide between developers and environmentalists. By acknowledigaig
development and economgrowth can be sustained, the temlows developers angroduction
interests tdeel that environmentaloncerns can bassimilated into businegsactices. At thesame
time, it signals to environmentalists that they haveola to play in determining Wwat counts as
sustainable practice. So far, however, the ready acceptance of tteustamable developmergsts
on its imprecision, which allowsor difficulties and differences to be glosseder. AsO’Riordan
(1988: 29) argues, it igs ambiguity which makes it sattractive to both sides, for developers
«[N]ow realize that undethe guise of sustainability almosiny environmentally sensitiygrograms
can be justified, (while) environmentalists abuse sustainability by demanding safeguards and
compensating investments thate not alwayseconomically efficient or sociallyust». So waile
sustainability is aconcept with the potential tbuild a bridgebetween envonmentalism and
development, ithay also serve as a “cover” for traditional practices. There is, therefore, a need to
define sustainability more closely in order to make clear what might count as sustainable practice.
The concept ofsustainable development was figgtiblicized inthe World Conservation
Strategy in 1981 and wasibsequentlpadopted in th&runtlandReport (WCED, 1987). Thiglea is
beginning to achievevidespread acceptance. It has beworporated intoofficial policies atboth
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the international level - with, for example,the establishment of a Sustainable Development
Commission at the Rio Conference - and in national government strategiessiBle definitioP? of
sustainable development is the one quoted from the Brundtland Report:

«[S]ustainable development is development that meets the needs of the present without
compromising the ability of future generations to meet their own needs» (WCED, 1987).

This hasthe advantage obeing brief, and highlightgshe central concerrwithin the
sustainabilityliterature,which is to maintain welfarevertime. The notion of needs can extdrmm
very general tothe specific, whilethe period ovemnhich this should be sustained aften not
explicitly stated, buticcording to Markandya and Peaf¢©87),unlessthere are goodeasons for
the contrary, the time horizon in question should be an infinite one.

Sustainable agriculture is coming to mean all things to all people. There dodsosesver, to
be a prevalence of ecological consideratiorthencurrent defitions. Conway(1987), forexample,
defines sustainability a$e ability of anagro-ecosystem tmaintainproductivity when subject to a
major disturbing forceThis represents thé&esilience” of the system. Altieri(1989), on the other
hand, defines sustainable agriculture as a systhioh shouldaim to maintainproduction in the
long-run without degrading the resource baseusing low-input technologies that improgeil
fertility, by maximisingrecycling, enhancing biologicglest controldiversifying production, and so
o3, According toRiley (1992), thelevel of analysis absen can be aignificant influence on
sustainability. Atthe field level, particular soil management, grazing amdpping practices W be
the most important determinants sf@istainability. Atthe farm level, sustainableesource use
practices need tsupport asustainable farm business afaghily household. At thenational level,
theremay bebroader pressures on the use of agricultarad from non-farmingectors, and at the
global level, climatic stability, internationsdrms of tradeand distribution of resources alsecome
important determinants.

As soon assustainability istaken into accountomplex choicesare to be madeHow, in
practice, will the concept ot sustainability allow us to make these choices? What kinds of calculations
does sustainability entail within the development process? Two components are involved:

a) the need to integrate environmental considerations and economic policy-making, and

b) the distributional consequences of development.

The requirements of thérst component have stimulatedquiry into new institutional
structures, regulatory procedures, awbnomic measures. Theam axis ofdebate is between
advocates of market-type solutions and advocates of institutional and procedural reform. The former
involve the financial valuation of environmentatostsand benefits, and their incorporation into
development appraisals, the measurement of economic performance fmohthation of economic
incentives. The latter refer the development dfenabling” institutions whichare concernevith
decentralization and local control as opposed to hierarchical bureaucratic structures.

The second component - equity - hasaglsvbeen athe heart oenvironmental conflicts. But
the debate osustainability has given it a new complexionthe 1960s and 1970s, fexample, a
common charge was that emnmentalisnwas the preserve of theell-off who did not want to see

32 Despite its long gestation, there is littlenvergence between differamitions of sustainable development. For
instance, Pearast al (1989) identified 24 different definitions, while Pezzey (1992) at least 33.

33 There is a tendency to assuthat as long as theroposed systems benefite environment and apgofitable,
sustainability will be achievednd thewhole of societywill benefit. However,what is produced, hovgndfor whom,
are important questions that must also be considered if a socially sustainable agriculture is to emerge.
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their standard oliving diluited or threatened bythersseekingthe goodife. Such considerations of
intra-generational equity have to somwdentbeen displaced by morecent concerns aboirtter-
generational equity. However, they point to recognize is that a legitimate conderrthe welfare

of future societies doesot foreclose debate on thexisting distribution ofresource use. On the
contrary, it should pose rathstarkly the trade-offs between intra- and inter-generational equity. In
other words, if resource constrairitave to be introducefbr this purpose now, how should the
sacrifice involved be fairlglistributed amongst the present generation? Another and prexgcal

way of approachinghese same issuestigough addressing the long tesfiectiveness of existing
social structures and institutions @rich the maintenance of environmental and economeétl-
being depend.

In the context of ruradevelopment this raisethe question of thesustainability of rural
communities and the resources upon which they depend. A move toward a more EBE&GENg
future might begin toredress the rural-urbambalance in farmingnethods on the oneand and in
commutingpatterns on the other. Moigenerally, it vill emphasizehe vital functions that rural
areas perform as environmental reservoirs, maintaining and renewing the quality ofreatunales;
and as diving space, providindiuman refreshment arrécreation through the cultural, aesthetic,
and amenity qualities. So what are implications ofthese understandings for current economic and
social practices in rural areas?

4.2. ED and sustainability

The key value othe sustainabilityconcepthas been seen as dbility to overcome the old
dichotomy which insisted thapeople had to be in favor of either economic progress or
environmentaprotection. Howeversustainability has droadermeaning encompassirtige viability
of localities and communities on whit¢che maintenance oboth theenvironment and economic
activity ultimatelydepends. For those concerneith the economic and social development of rural
communities, this is obviously crucidlut it has been often neglected in contemporary debates about
sustainability.

In addressing issues of “rural” sustainabilibyje vague term meets anothéinding a precise
definition of rurality has been a long and largely fruitless enterprise (Neetby, 1986), amy\aave
to be satisfied with a use #ie termwhich is purely descriptiveHowever, wemay address the
general processes that hayeen rise tocontemporary changes in rural areas. Rurabkcbange
has been experiencing bifurcatopyocesses. On the one handdustrial agriculture isbeing
increasingly verticallyintegrated into the modern agro-fosgstem. Orthe otherhand, there has
been a horizontal disintegration and recombinatioth@Epatialstructure ofsociety induced by the
changing geography of capital accumulation. It is within this overall framework that we must address
the issue of “rural” sustainability.

It can be seen that rural sustainability is undermined by agriculture, particularly as agriculture is
the domimnt user of rural landHowever, indiscussing sustainable agricultutbe ecological
dimension hasended to be prileged whilethe socialdimension has beameglected. This is despite
the fact that one of the central objectives of agricultpoéity inthe EU andnuch ofthe advanced
industrial world has been tmaintain farm incomesnd keep farmers otine land (i.e. asocially
sustainable agriculture). Thaurrent economic andcological crisisor agriculture has, therefore,
opened up the space fodescussion of \wat sustainable agriculture mighe, and how imight be
operationalised. Current responses to the crisis in agriculture have three broad strands:
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a) encourage theemoval of someresources such aand and people from agricultural

production, but on some land only,

b) some areas of particular environmental prioatg delimited and paymentsre made to

farmers as environmental managers, and

c) on the rest of the land, a productivist agriculture is allowed to carry on.

In this context, the recent CAP reforoan be seen to be a continuation of the agro-centricity
of agricultural and rural policy. Socialstainability in much ofural Europe isstill to be sought
through a productivist agriculture. Thus, there continues to be a trade-off between ecological priority
areas and the productivist pressures of the agriculiadmill. And, inthe emerging mosaic of
ecological priority areas, agriculture relations with the local natural environment become critical.

This increasing differentiation of land usesthin the agricultural sphere, along with the
current interest imleveloping a sustainable agriculture, is leading ten@wed concern witlocaal
contexts. Indeed, one response to the growing globalisation of theystedh has been #&iress the
need for docal focus toany discussion of sustainabilitiieterogeneity and localnegsee section
2.1) arecontinuing features of contemporary agriculturef must be assessed in relation to the
dominant tendenciewards standardisatioigriculture is becoming “disconnected” frotacal
features such as nature, labakills (through appropnatiofrom external agenciesjhe labour
process (now incesingly governed by external technologies) and moeducts (now oftemerely
the rawmaterialfor processed foods). According van der Ploegthis disconnection is leading to
new forms of local knowledge:

«[T]hese not only concern, in different situations, the application of general rules, procedures
and artifacts, they also entail specific responses on how to resolve the particular problems that
emerge from such an application» (van der Ploeg, 1992: 26).

This local knowledge derives frothe directexperiences of production processd@sch are
themselves shaped and delimitated thg distinctive characteristics of a particular place with a
unique and physical environment. It is finely tuned to the requirements of local conditions. This focus
upon alocally situated production process adearly useful in beginning to thinkbout how
sustainability might beontextualized. However, a note of cauti@s been sounded here. Molear
al. (1992) argue againsiny romantic reification of local knowledgeyhich could distort the
importance of local knowledge and neglgw limts of the local.They believe it is naive tblindly
promotefarmers as a category to a supestatus as knowledge producers with@tdt giving
consideration to thelifferences between farmers and scentistghéwview of these authordpcal
knowledgemay beuseful, but only in adapting general solutions: «[B]asic science must be the
starting point and markeignalscannot be ignored» (19987). Hereagainthe emphasis is on the
promotion of “spatially-indifferent” solutions. But this ignores, or at best plays down,

«[H]ow basic science has tended to derive the specific from the general, squeezing local
differences into more standardised forms. This has diminished the differences between agro-
ecosystems. The mismatch between farming practices and local environments has emerged precisely
because of the diffusion of basic science. This makes the achievement of sustainability problematic
at the local level as local agro-ecosystems have become integrated into unsustainable systems at the
international level» (Murdocht al, 1994: 273).

This emphasis on local and regional framewofls the implementation of sustainable
agricultural practicesvithin this global system of scientific productivignevitably raises questions
associated with the most appropriate institutions and instruments of regultienhas led to

24



Donato Romano Endogenous Devk|Smstairiability

considerable interest ithe benefits of anintegrated approach. According to the OECD (1989),
successful integration of environmental and economic concerns requires policy-makersfud give
consideratiorto, and acceptesponsibility for,the effects of their policies othe objectives of all
other sectors. This notion of “responsibility” is central to the development of an integpatydut

it is clear that this kind of accountability canly be conveyed inertain types of institutions: Large,
centralised bureaucracies distant from their areas of goverrameddfficult to bring to account.
Localised institutions, on the&therhand, can be closely tied tioe policy outcomes and their effects.
Indeed, the OECD recognises that the «[O]pportunities for integration are often greater at the
regionalleveB4» (1989: 8).Local conditions, botlenvironmental and economic, can mogadily be
incorporated into research and advisory programsnaaoclagement agreemerage, bydefinition,
localised. These policies need to be sensitive to local circumstanceglamah local farming
knowledge for their detailedmplementation. This marks a move away from centralised,
homogeneous agriculturablicies whichseek to obliterate diversityrolicy institutions themselves
must also reflect this diversity.

This type ofapproach alsallows us to link social sustailiabilitgrural livelihuodis) to
ecological sustainabilityThe policy instruments -research and advice, sanctions on pollution,
incentives and taxes - need to be geared to the social reproducteomioly systemslntegrated
policies may make this easier to achieve. One way of approaching this issue is through the concept of
«sustainable livelihoods», developeastnotably by Chambergl992: 215), whdias propsed an
approach tosustainable development whigut atits heart the question of how people can be
enabled to gaiadequate, secure, decent @ndtainable livelihoods in rurateas. The first priority
is not theenvironment omroduction but ruralivelihoods, stressingpoth the satisfaction dbasic
needs and long-term securit. The essence of this approach is to reyedsvn thinking by
empowering people argiving themthe resources tmanage theiown livelihoods. Theseesources
include equitable anslecure rights and access to resources; accdssio services; and safety nets
of support. This approach of “putting people first” means that development agencies must strengthen
their training methods, spend time in the field learning with rural people, direct expertise to neglected
gaps in local knowledge bases, and sponsor new initiatlves.

The strengths of theustainable livelihoodgoncept are three-fold. First it ensurdmt
sustainability contains a social a®&ll as an environmental dimensidecondly, the concepias a
strong bottom-up democratic thrust. Thirdly, the conesghowledges that people breated as a
resource, not just as consumers, or as producers concelelgdviih profit and thahuman capital,
including skills and knowledge and resource-conserving practices, needs also to be conserved.
However, there is also a need to ensure the ecoramtidties themselveare sustainable, and this
brings us tahe area of market participation. If agricultural producsgstemsare toplay to local
strengths, then the issue of developing sustainaible markets becomes crucial.

A first assertion on this point is that regional or lomahtrol of their production processes by
primary producers does allow them to bpthicethe ecological aspects of production arapture a
market advantage through tfgreening” of their practices. “Environmental auditing” could be the

34 This becomesclearer when we examine the opportunities identified by the OFBER betterintegration of
agricultural and environmentalolicies These includei)( the development of researcand advisory programs
promoting environmentabbjectives; i) encouragement of farm management plans to include environrnental
considerations;ii{) management agreemerits the irnprovement of landscape amenityd natureconservation
value; (v) promotion of environmentally favourable practices suchindsgrated pest management schemeg; (
charges on inputs such as fertilizers and pestici#ggangking income, capital and land taxation poligiesitral with
regard to agricultural and environmental objectives.
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management tool to assess internal performance and to identify means of improving arrangements for
environmental management: TReropeanCommission has pposed a directive whicvould lay

down standardised procedures for the conduct of environmental audits, their external verification and
public reporting requirements.

Many producershave begun to realise that a greeiage may beyood for business. Green
Consumerism has emerged as a powerful force amwerisbff and concerned consumers, and is
now being paralled byhe contemporary debate in Europe otemo-labelling”. An initial focus of
green consumerism was retailing and, particuldré/food sector. However, the concernsraijor
retailers coupled with the activities of environmental campaigners have pushed the pressure down the
productionschain: It is incumbent on firms in high valoensumer industries artde food sector to
demonstrate that theproductshave been responsibjyroduced. A growing feature of most EU
countries is pressure from consumers for greater informabont food productgheir contents and
their provenance, and greateiscrimination concerning healthy eating and life-styles. These
concerns increasingly focus on issues to do vethd purity. A parallel development is that of
responsible consumption, where people seepuisueethical principles irthe consumechoices
they make. These principlesay embrace, forexample,animalwelfare concernshe ewironment
and social justice ithe labour process. At tleame timethere is growinglemand follocalised and
crafted products ohigh quality and identifiable origin.Thereseems growingcope,particularly
througheffective marketing angroductdevelopment for thessvo trends to converge in demds
for high class nicheproducts carrying a passportindicating their provenance and responsible
production.

Effective place marketing would bkee key to linkthe promotion of suchiche productswith
rural sustainability. In this waygroduction could be tied to the assertion of posigagironnental
images of placehus assisting localproduce to carveut niche markets.This could be further
facilitated bythe promotion of co-operation betwettal producers so that a singimage of
community and place gromotedthereby tyingogether the protextion @tiral livelihoods with the
protection of the rural environment.

As agriculture goes through a transititowards sustainability, manyfarmersmay need to
diversify into other economic activities. Agriculture’s (horizontdipks with the local economy
should be incorporated into economic stratedssilarly, its international (verticallinks writh the
food system andhe consequences tfis need to be recognised. The local development agencies
must, therefore, carry gesponsibilityfor local enviromnental and humaasourcesThley should
concern themselves withoth sustainable ecosystems and livelihoods. In conclukiowever, it is
worth noting the limits to thistrategy While we have emphasisdtie localisednature ofsustainable
rural development, this isnly part of the picture. As pointeaut by Norgaard (1992)sustainable
development requires to be initiatedally, but on its owrthis is clearly insufficient: Itnust bepart
of a broader strategic framework concerned with sustainability at all levels of governance.

5. CONCLUSIONS

The analysiscarriedout in this paper has reached wefinitive conclusionsThe issue of ED
needs more researchesoier tohighlightits internalmechanismand to tryany generalization on
such amechimsmHowever, some intermediate conclusions, based on what we do know so far, are
the following:
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a) ED doesn’fit with any development economics model: The model appeared so far in the
literature focus on mere economic growth and/or are rooted in an idea of development as an
exogenously driveprocess. However, the practice of development practioneersiiroh
World aswell as indeveloped countries, has sholwmw important is an approach that puts
the people firstpuilding on local communitieand strenghtening thexisting network of
relations at local level. This is why

b) ED is closer to a sociological and development practioners perspeetive; than an
economic perspective. This isnfortunate, becausasually economists tend to reject
theoretical constructs that doriaivethe “flavor” of economics.However, if economists
ignore thesignificance of EDpatterns,they wil fail to fully understand a greateal of
development experiences, in both underdeveloped and developed Wotldinly can
developmenbccur whereneither market forcesor policy instruments havdirected it, but
the characteristics of development can take on specific formsrelhisctsour attention to
the

c) crucial role of institutions. Bpow there is a huge amount eXperience which witnesses
that development M be more effective if based orocally tailored institutionsBut this
must not to bemisunderstood: Although one can aknowledge with dlagm thatrural
localities might be able to play tbeir strengths, it must also be recognized tluaiality”
as such containso guaranteavhatsoeversometime itworks, othertimes itdoesn’t. It is
important to analyze why does this happen. There therefore is a

d) need for an institutionanalysis ofED. It is only the careful and detailed exploration of
farming stylesandotherlocal elements as embedded in particular frames of interaction with
outside factors, that can rendesights intothe prospects fofor the impossibility of) ED.
This, also, isproblably the only way to carry out an economic assessment of ED
phenomena, as shown recently by Ostrowarks (Ostrom, 1990, 1994; see, also,
Bromley, 1992, and Runge, 1995).

e) Finally, it seems that the issue of sustainability could fit nicely with ED.

Infact, sustainability isabout more than thenaintenance of ecologicaésourcelevels and

biodiversity: Theconcepthas a social dimension thaiust be placed at the centreawiy discussion

of how sustainability is to be made practicable, @inel link between the social and teeological
components oBustainability can benost readily combined within locasettings.Implicit in this
argument is théelief that arupture has taken placghrough the use of particular technologies
driven by basic science atite marketwhich hasbroken the link between socisystems and their
immediate environments hus, the “art oflocalization” has been submerged under a barrage of
technological transformations. This has nbgwever, freed these sat systems from ultimate
environmental constraints: r@turn to a concermvith immediate, local environments provides at
least a starting point for the promotion ofsastainable agriculture anfbr challenging the
agriculture’s dependence on external forms of credit and technology. The focus, herng cisse

to the one argued by Norgaard (1998hen he proposed a «co-evolutionary» approach to
sustainable development:

«[S]ustainability does not imply that everything stays the same. It implies that the overall
level of diversity and overall productivity of components and relations in systems are maintained
and enhanced. (...) The shift towards sustainable development entails adopting policies and
strategies that sequentially reduce the likelihood that especially valuable traits will disappear
prematurely. It also entails the fostering of diversity per se» (Norgaard, 1992: 81-82).
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This diversity appliesiot just to ecological systembut to social, cultural and organizational
systems. Thesustainability of social and ecological systemgh&tlocal and regionalevels needs
institutionalsupportand regulation, and this entailse development gbolitical institutionsfor this
end. It alsoimplies increased accountability and democratic sanatahin these new regulatory
institutions. In this way rural localities might be ableplay to their strengths. The production of
“green” commoditiesnay enhancehe status of thoslkecalities whichare able tomostsuccessfully
link productand place, so leading to rageneration of areashich are, at presentyiewed as
peripheral within global systems pfoduction. Inthis way, rural livelihoodgould be strengthened
locally rather than weakened globally.
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