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A C K N O W L E D G E M E N T S

T h is  p r o c e e d in g s  o f  t h e  T h i r d  A n n u a l  C o n f e r e n c e  o n  F o o d  S e c u r i t y  R e s e a r c h  

in  S o u th e r n  A f r ic a  is  t h e  p r o d u c t  o f  c lo s e  c o o p e r a t i o n  b e tw e e n  s o c ia l  s c ie n ­

tis ts , te c h n ic a l  s c ie n t is t s ,  g o v e r n m e n t  o f f ic e r s ,  a n d  d o n o r  a g e n c ie s  in  S o u t h ­

e r n  A f r ic a .  T h e  s tu d i e s  r e p o r t e d  in  t h e  p r o c e e d in g s  a r e  p a r t  o f  a  c o m p a r a ­

tive  a n a ly s is  o f  f o o d  s e c u r i ty  in  S u b - S a h a r a n  A f r ic a  t h a t  is  d i r e c t e d  b y  

M ic h a e l  W e b e r  o f  M ic h ig a n  S t a t e  U n iv e r s i ty ’s  D e p a r t m e n t  o f  A g r i c u l t u r a l  

E c o n o m ic s .  T h e  U Z / M S U  f o o d  s e c u r i ty  r e s e a r c h  p r o g r a m m e  is  b e in g  c a r r i e d  

o u t t h r o u g h  a  s u b - c o n t r a c t  w i th  M ic h ig a n  S ta te  U n i v e r s i ty .

In  t h e  M in is t r y  o f  L a n d s ,  A g r i c u l t u r e ,  a n d  R u r a l  R e s e t t l e m e n t ,  w e  a c k ­

n o w le d g e  th e  g e n e r o u s  s u p p o r t  p r o v id e d  b y  S a m  M u c h e n a  a n d  J o h n  D h l iw a y o  

w h o  a r e  r e s p o n s ib le  f o r  t h e  c lo s e  c o l l a b o r a t io n  b e tw e e n  t h e  f o o d  s e c u r i ty  

r e s e a r c h  p r o je c t  a n d  t h e  S A D C C  F o o d  S e c u r i ty  T e c h n ic a l  a n d  A d m in is t r a t i v e  

U n i t - r e s p o n s i b l e  f o r  d e v e lo p in g  a n d  m a n a g in g  S A D C C ’s F o o d  S e c u r i t y  P r o ­

g r a m m e . T h e y  h a v e  b e e n  p a r t i c u l a r l y  h e lp f u l  in  id e n t i f y in g  r e l e v a n t  r e s e a r c h  

th e m e s  th a t  c o m p l e m e n t  t h e  S A D C C  p r o g r a m m e .

T h e  r e s e a r c h  s u p p o r t i n g  t h e  p r e p a r a t i o n  t h e  p r o c e e d in g s  p a p e r s  w a s  f i ­

n a n c e d  b y  th e  U .S .  A g e n c y  f o r  I n t e r n a t i o n a l  D e v e lo p m e n t ,  B u r e a u  o f  S c ie n c e  

a n d  T e c h n o lo g y ;  B u r e a u  f o r  A f r ic a ;  a n d  t h e  S o u t h e r n  A f r ic a  R e g i o n a l  P r o ­

g r a m m e ; u n d e r  a  F o o d  S e c u r i t y  i n  A f r i c a  c o o p e r a t i v e  a g r e e m e n t  ( D A N - 1 1 9 0 -  

A -0 0 -4 0 9 2 -0 0 )  w i t h  t h e  D e p a r t m e n t  o f  A g r i c u l t u r a l  E c o n o m ic s ,  M ic h ig a n  S t a te  

U n iv e rs i ty  a n d  a  s u b - c o n t r a c t  w i th  t h e  D e p a r t m e n t  o f  A g r i c u l t u r a l  

E c o n o m ic s  a n d  E x te n s io n ,  U n iv e r s i ty  o f  Z im b a b w e .  W e  a r e  g r a t e f u l  t o  t h e  

fo llo w in g  p r e s e n t  a n d  f o r m e r  U S A I D  o f f ic ia ls  f o r  t h e i r  s u p p o r t  t o  t h e  p r o ­

j e c t ’s  e f f o r ts  t o  s t r e n g t h e n  in d ig e n o u s  r e s e a r c h  c a p a c i ty  f o r  f o o d  s e c u r i ty  

p o licy  r e s e a r c h :  D o n  A n d e r s o n ,  C u r t  R e i n t s m a ,  T h o m a s  M e h e n ,  C a lv in  M a r t in ,  

D a v id  A tw o o d , E r n e s t o  L u c a s ,  M ic h a e l  Y a te s ,  R o y  S ta c y ,  D a l e  P f e i f f e r ,  P a m ­

e la  H u ss e y , a n d  J a n e t  S c h u lm a n . W e  a r e  p a r t i c u l a r l y  a p p r e c ia t iv e  o f  t h e  

s u p p o r t  p r o v id e d  b y  A l l is o n  H e r r i c k ,  E r i c  W it t  a n d  J o s h u a  M u s h a u r i  o f  t h e  

S o u th e r n  A f r ic a  R e g i o n a l  P r o g r a m m e ,  H a r a r e .

W e  c o n v e y  s p e c i a l  t h a n k s  t o  T h e m b i  S ib a n d a  f o r  a n  e x c e l le n t  j o b  in  

o rg a n iz in g  th e  T h i r d  A n n u a l  C o n f e r e n c e ,  a n d  to  t h e  m a n y  in d iv id u a l s  w h o  

h e lp e d  to  m a k e  t h e  c o n f e r e n c e  a  s u c c e s s :  M u r i e  H u tc h is o n ,  L o v e m o r e  

N y a b a k o ,  M a x w e ll  C h iw a s h i r a ,  S a m s o n  M a g u h u d z e ,  G e o r g e  N y a m a te m b a ,  

R o n a ld  S a g w e te ,  P e t e  H o p k in s ,  a n d  A n d r e w  B a r n e s .

W e  a r e  e s p e c ia l ly  i n d e b t e d  t o  M r s .  C o r i n n e  S m ith  f o r  h e r  p a t i e n c e ,  s k ill , 

a n d  d e d ic a t i o n  in  w o r d  p r o c e s s in g  ih e  n u m e r o u s  d r a f t s  o f  t h e  c h a p te r s  in ­

c lu d e d  in  th is  p r o c e e d in g s .  H e r  p e r s i s t e n c e  in  m a s t e r i n g  th e  w o r d  p r o c e s s ­

in g  a n d  la s e r  p r i n t e r  te c h n o lo g y  h a s  b e e n  e x c e p t io n a l .

F in a lly , w e  t h a n k  C h r i s  W o l f  a n d  E l i z a b e th  B a r t i l s o n  f o r  p r o v id in g  

te c h n ic a l  s u p p o r t  f o r  t h e  l a s e r  p r in t in g  t e c h n o lo g y  u s e d  t o  p r i n t  t h e  p r o ­

c e e d in g s .



T H E  R O L E  O F  N O N F A R M  A C T IV IT IE S  

I N  T H E  R U R A L  E C O N O M Y

P . K ilb y  a n d  C . L i e d h o lm ^

I N T R O D U C T I O N

U n til r e c e n t l y  i t  h a s  b e e n  c o n v e n t i o n a l  t o  r o u g h ly  e q u a t e  t h e  r u r a l  e c o n o m y  

w ith th e  a g r i c u l t u r a l  e c o n o m y . W it h  f r o m  3 0 - 7 0 %  o f  t h e  n a t i o n ’s  p o p u l a t io n ,  V 

the p r im a r y  f u n c t io n  o f  r u r a l  h o u s e h o ld s  w a s  e n v is io n e d  a s  t h e  p r o d u c t i o n  o f  

food a n d  f ib r e  f o r  t h e  h o m e  m a r k e t  a n d  o n e  o r  m o r e  c r o p s  f o r  t h e  e x p o r t  

m ark e t. I n  a d d i t i o n  t o  f a r m  p r o d u c t i o n ,  h o u s e h o ld  m e m b e r s  m ig h t  a s  s e c o n d ­

ary a c tiv it ie s  e n g a g e  in  a g r i c u l t u r a l  p r o c e s s in g ,  t r a n s p o r t i n g  a n d  m a r k e t i n g .

In  t h e  p a s t  f e w  y e a r s ,  th is  v ie w  h a s  b e g u n  t o  c h a n g e  w i th  g r o w in g  

re c o g n itio n  t h a t  t h e  n o n f a r m  s e c t o r  p la y s  a n  i m p o r t a n t  w e l f a r e - a u g m e n t in g  

role in  p r o v id in g  s im p le  c o n s u m e r  g o o d s  a n d  s e r v ic e s  t o  p o o r e r  r u r a l  h o u s e -  ' 

holds ( J o h n s t o n  a n d  K i lb y , 1 9 7 5 ; M e l l o r ,  1 9 7 6 ; C h u t a  a n d  L ie d h o lm , 1 9 7 9 ; a n d  

A n d e rso n  a n d  L e i s e r s o n ,  1 9 8 0 ) . F u r t h e r m o r e ,  t h e  p r o v is io n  o f  t h e s e  g o o d s  

and s e rv ic e s  p r o v id e s  a  h u m b le  b u t  c r i t ic a l  in c o m e  t o  la n d le s s  l a b o u r .  B u t  

most p o l ic y  m a k e r s  s t i l l  im a g in e  t h e  n o n f a r m  s e c t o r  a s  p a s s i v e - w i t h  i t s  s iz e  

wholly d e p e n d e n t  u p o n  t h e  le v e l o f  f a r m  i n c o m e  a n d  m a k in g  n o  i n d e p e n d e n t  

c o n trib u tio n  t o  e c o n o m ic  g r o w th .

T h is  p a p e r  d r a w s  u p o n  r e c e n t  r e s e a r c h ,  t o  d e l i n e a t e  t h e  n o n f a r m  r u r a l  

e c o n o m y -its  m a g n i tu d e ,  i t s  a n a to m y , a n d  h o w  i t  c h a n g e s  o v e r  t im e .  W e  

present e v id e n c e  t h a t  n o n f a r m  a c t iv i t i e s  n o t  o n ly  m a k e  a  m a j o r  w e l f a r e  c o n ­

tribution w i th  r e s p e c t  t o  e q u i t y  a n d  in c o m e - s m o o th in g ,  b u t  t h a t  m a n y  o f  

these a c tiv it ie s  a d d  m o r e  t o  g r o s s  d o m e s t ic  p r o d u c t  ( G D P )  t h a n  t h e  s u b s t i t ­

ute g o o d s  a n d  s e r v ic e s  s u p p l i e d  b y  te c h n ic a l ly - a d v a n c e d  c a p i t a l  i n te n s iv e  

producers. F in a lly ,  w e  a r g u e  t h a t  t h e  s e c t o r  is  n o  m o r e  o r  le s s  p a s s iv e  t h a n  

any o th e r  s e c to r  in  t h e  e c o n o m y , a n d  t h a t  i t  c a n  m a k e  s u b s t a n t i a l  c o n t r i b u -  

tions to  a g r ic u l tu r a l  g r o w th .

S I Z E  O F  T H E  N O N F A R M  S E C T O R

Given th a t  c o n v e n t i o n a l  s ta t i s t i c a l  m e a s u r e s  o f  e m p l o y m e n t  a n d  o u t p u t  d o  

not exist f o r  m o s t  n o n f a r m  a c t iv i t ie s ,  h o w  c a n  w e  m e a s u r e  t h e  s e c t o r ’s  s iz e ?  

There a re  t h r e e  w a y s . F i r s t ,  f r e q u e n t l y  i n f o r m a t io n  is  a v a i la b le  o n  o c c u p a ­

tional c la s s i f ic a tio n  o f  t h e  r u r a l  p o p u l a t i o n  t h a t  i s  c o l l e c t e d  d u r in g  t h e  d e -

% c o n o m ic s  D e p a r t m e n t ,  W e s le y a n  U n iv e r s i ty  a n d  M ic h ig a n  S t a t e  

University, r e s p e c t iv e ly .
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c e n n ia l  p o p u l a t io n  c e n s u s .  S e c o n d ,  t h e r e  a r e  e s p e c i a l l y - d e s ig n e d  e s ta b l is h ­

m e n t  s u rv e y s  w i th in  a  g iv e n  s a m p le  a r e a .  F in a lly ,  t h e r e  a r e  r u r a l  h o u s e h o ld  

i n c o m e  a n d  e x p e n d i t u r e  s u r v e y s  u n d e r t a k e n  w i th in  t h e  c o n te x t  o f  a  n a t i o n a l  

s a m p l in g  d e s ig n .

C e n su s  e s t im a te s

T a b l e  1 p r e s e n t s  m a in ly  c e n s u s  b a s e d  f ig u r e s  o n  t h e  s h a r e  o f  t h e  r u r a l  l a b ­

o u r  f o r c e  w h o s e  p r im a r y  o c c u p a t io n  l ie s  o u t s i d e  o f  f a r m in g .  A l t h o u g h  t h e  

r a n g e  r u n s  f r o m  1 4 - 4 9 % , in  o v e r  t h r e e - q u a r t e r s  o f  t h e  c o u n t r i e s  t h e  n o n f a r m  

s h a r e  is  b e tw e e n  1 9 - 2 8 % . W h ile  th is  i t s e l f  is  a  v e r y  l a r g e  m a g n i tu d e ,  i t  i s  

n e v e r th e l e s s  a n  u n d e r e s t i m a t e  ( e .g .,  l a r g e r  r u r a l  to w n s  a r e  e x c lu d e d ,  w o m e n ’s  

n o n f a r m  w o r k  is  u n d e r c o u n t e d ,  s e c o n d a r y  o c c u p a t i o n s - w h i c h  n e t  o u t  h e a v i ly  

i n  f a v o u r  o f  n o n f a r m  a c t i v i t i e s - a r e  o m i t t e d ) .

T a b le  2 , s h o w in g  th e  c o m p o s i t i o n  o f  n o n f a r m  a c t iv i t ie s ,  is  a ls o  m a i n ly  

d e r iv e d  f r o m  c e n s u s  d a ta .  W h i le  t h e r e  is  c o n s id e r a b le  v a r i a t i o n  b e tw e e n  t h e  

n in e  c o u n tr i e s ,  t h e  t h r e e  m a j o r  c o m p o n e n t s  a r e  m a n u f a c t u r in g  ( in c lu d in g  a g ­

r i c u l tu r a l  p r o c e s s in g  a n d  r e p a i r  a c t i v i t ie s ) ,  t r a d in g ,  a n d  s e rv ic e s .  S in c e  t r a d ­

i n g  is  t h e  m o s t  c o m m o n  s e c o n d a r y  o c c u p a t io n ,  th is  c a te g o r y  is  p r o b a b l y  u n ­

d e r s t a t e d .

E sta b lish m e n t su r v e y  e s t im a te s

A  s e c o n d  s o u r c e  o f  i n f o r m a t io n  o n  t h e  r u r a l  n o n f a r m  s e c t o r  is  t h e  s p e c ia l ly -  

d e s ig n e d  e s t a b l i s h m e n t  s u r v e y .  T h e s e  a r e  g e n e r a l l y  l im i t e d  t o  m a n u f a c t u r in g  

u n i t s  w h ic h ,  b e c a u s e  o f  t h e i r  r e l a t i v e  f ix i ty  o f  lo c a t io n ,  a r e  e a s i e r  t o  c o u n t  

t h a n  c o n c e r n s  e n g a g e d  in ,  s a y ,  t r a n s p o r t a t i o n ,  c o n s t r u c t i o n ,  o r  p e t t y  t r a d e .  

T a b l e  3 ,  w h ic h  r e p o r t s  t h e  p e r c e n t a g e  o f  t o t a l  m a n u f a c t u r in g  e m p lo y m e n t  

t h a t  o c c u r s  in  t h e  r u r a l  a r e a s ,  i s  p r im a r i ly  d e r i v e d  f r o m  th i s  ty p e  o f  s a m p le  

s u r v e y .  T h e s e  p e r c e n t a g e s  a r e  u s u a l ly  b u i l t  u p  a s  f o l lo w s : f o r m a l  u r b a n  e m ­

p l o y m e n t  ( p lu s  s o m e  l a r g e - s c a le  p r o c e s s in g  e m p lo y m e n t  i n  r u r a l  a r e a s )  a r e  

o b t a i n e d  f r o m  t h e  s t a n d a r d  s ta t i s t ic a l  s e r i e s ,  t o  w h ic h  a r e  a d d e d  e m p lo y m e n t  

e s t i m a t e s  f o r  f a b r i c a t in g  a c t iv i t ie s  in  t h e  u r b a n  i n f o r m a l  s e c to r  w i th  t h e  

f in a l  c o m p o n e n t  p r o v id e d  b y  t h e  r u r a l  e s t a b l i s h m e n t  s u r v e y .

A r e  t h e  d a t a  i n  T a b l e  3  t o  b e  b e l i e v e d —t h a t  in  1 0  o f  t h e  1 3  c o u n tr ie s ,  

r u r a l  a r e a s  a c c o u n t  f o r  o v e r  h a l f  o f  m a n u f a c t u r in g  e m p lo y m e n t?  L ik e  c e n s u s  

d a t a ,  e s t a b l i s h m e n t  s u rv e y s  a r e  n o t  e n t i r e l y  r e l i a b l e  w i th  r e s p e c t  t o  a g g r e ­

g a t e  m e a s u r e m e n t ;  b u t  u n l ik e  c e n s u s  d a t a ,  w e  c a n n o t  s a y  w h e t h e r  t h e  r e s u l t  

is  a n  o v e r e s t im a t e  o r  a n  u n d e r e s t im a t e .  T h i s  ty p e  o f  s u r v e y  d o e s  n o t  c a p ­

t u r e  n o n c o m m e r c i a l  p r o d u c t i o n  ( f o r  o w n  c o n s u m p t io n )  a n d  s u r e ly  o v e r lo o k s
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T a b le  1. P e r c e n t a g e  o f  r u r a l  l a b o u r  f o r c e  w i th  p r im a r y  

n o n  f a r m  a c tiv i t ie s .

e m p l o y m e n t  in  r u r a l

C o u n tr y Y e a r C o v e r a g e R u r a l  n o n f a r m  

l a b o u r  f o r c e  ( % ) a

G u a t e m a la 1 9 6 4 A l l  r u r a l 14

T h a i la n d 1 9 7 0 A l l  r u r a l 18

S ie r r a  L e o n e 1 9 7 6 M a le - r u r a l 19

S o u th  K o r e a 1 9 7 0 A l l  r u r a l 19

P a k is t a n 1 9 7 0 P u n j a b  o n ly 19

N ig e r ia 1 9 6 6 M a le - 3  d is t .

W . s t a t e 19

I n d ia 1 9 6 6 A l l  r u r a l 2 0

U g a n d a 1 9 6 7 4  r u r a l  v i lla g e s 2 0

A f g h a n i s ta n 1 9 7 1 M a le - P a k t i a

R e g io n 2 2

M e x ic o 1 9 7 0 A ll - S in a lo a  S t a t e  2 3

C o lu m b ia 1 9 7 0 A l l  r u r a l 2 3

I n d o n e s ia 1 9 7 1 A l l  r u r a l 2 4

V e n e z u e la 1 9 6 9 A l l  r u r a l 2 7

K e n y a 1 9 7 0 A ll  r u r a l 2 8

P h i l ip p in e s 1 9 7 1 A l l  r u r a l 2 8

W . M a la y s ia 1 9 7 0 A l l  r u r a l 3 2

I r a n 1 9 7 2 A l l  r u r a l 3 3

T a iw a n 1 9 6 6 A ll  r u r a l 4 9

a P e r c e n t  o f  r u r a l  l a b o u r  f o r c e  p r im a r i ly  e m p lo y e d  in  n o n f a r m  a c t iv i t ie s .  

S o u r c e :  C h u t a  a n d  L ie d h o lm  ( 1 9 7 9 ) .



T a b le  2 . S e c to r a l c o m p o s it io n  o f  ru ra l n o n fa r m  e m p lo y m e n t in  s e le c te d  

c o u n tr ie s  (% ).

A f g h a n -  I n d ia  I n d o -  S i e r r a  P h i l -  K o r e a  C o lo m -  M a la y -  T a i

i s t a n

1 9 7 0 1 9 6 6

n e s ia

1 9 7 1

L e o n e  ip p in e s  

1 9 7 5  1 9 7 0  1 9 7 0

b i a

1 9 7 0

s ia

1 9 7 0

w a n

1 9 6 6

M a n u f a c tu r in g 4 6 3 9 2 9 4 0 3 4 3 0 3 3 2 2 2 7

C o n s t r u c t io n 9 1 4 5 2 11 10 8 5 4

T r a d e  &  C o m m . 11 1 4 3 4 3 5 15 2 4 19 2 2 13

S e r v ic e s 1 0 2 4 2 7 2 3 3 0 2 9 3 3 4 1 5 0

O t h e r 3 2 4 9 5 0 10 7 7 1 0 6

1 0 0 1 0 0 1 0 0 1 0 0 1 0 0 100 1 0 0 1 0 0 1 0 0

i n c l u d e s  u t i l i t ie s ,  t r a n s p o r t ,  a n d  m is c e l la n e o u s ;  o m its  o t h e r  a n d  u n k n o w n . 

S o u r c e :  C h u t a  a n d  L i e d h o lm  ( 1 9 7 9 ) .

T a b le  3 . M a n u fa c tu r in g  ( la r g e  a n d  s m a ll-s c a le )  e m p lo y m e n t in  ru ra l a r e a s  

(% )*

C o u n t r y Y e a r P e r c e n t C o u n t r y Y e a r P e r c e n t

S i e r r a  L e o n e 1 9 7 6 8 6 P h i l ip p in e s 1 9 7 6 6 1

I n d o n e s i a 1 9 7 6 8 0 I n d ia 1 9 6 7 5 7

S r i  L a n k a 1 9 7 1 7 5 P a k i s t a n 1 9 7 5 5 2

J a m a i c a 1 9 8 0 7 4 T a iw a n 1 9 7 6 4 9

G h a n a 1 9 7 3 7 2 M a la y s ia 1 9 7 0 4 6

Z a m b i a 1 9 8 5 6 4 K o r e a 1 9 7 5 3 0

a R u r a l  d e f in e d  a s  a l l  l o c a l i t ie s  u n d e r  2 0 ,0 0 0  in h a b i ta n t s .  

S o u r c e :  L ie d h o lm  a n d  M e a d  ( 1 9 8 6 ) .
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so m e o u t-o f-th e -w a y  sm a ll p rod u cers^ . T h is  so u r c e  o f  u n d erco u n tin g  ca n  b e  

m a g n ified  o r  re v er se d  b y  b o th  th e  p articu lar p o in t in  th e  agricu ltu ra l cy c le  

that th e  su rvey  to o k  p la c e  (s in c e  p a rt-tim e  w ork  c o n stitu te s  a  la rg e  sh a re  o f  

nonfarm  a c tiv itie s ) a n d  th e  g eo g ra p h ica l a rea s o f  th e  co u n try  sa m p led  (s in c e  

th e  v o lu m e  o f  n on farm  a c tiv itie s  ty p ica lly  v a r ie s  su b sta n tia lly  b y  r e g io n ). 

H en ce , th e re  is  n o  o b v io u s b ia s  in  th e  e stim a te s  rep o r ted  in  T a b le  3 . T h e  

lik e lih o o d  th a t th e y  a re  to o  lo w  is  eq u a l to  th e  p ro b a b ility  th a t th ey  a re  to o  

high-

S p e c ia lly -d esig n e d  e sta b lish m e n t su rveys a lso  p ro v id e  c o n sid era b le  in fo rm ­

a tion  a b o u t th e  n a tu re  an d  fu n ctio n in g  o f  th e  n on farm  se c to r . W h ile  firm  

s iz e  m a y  ra n g e  o v e r  2 0  e m p lo y e e s , m o st o f  th e se  ru ral n on farm  firm s a re  

very s m a lP . L ied h o lm  an d  M ea d ’s  (1 9 8 6 ) rev iew  o f  e v id en ce  fro m  o v er  a  

d ozen  c o u n tr ie s  r e v e a ls  th a t 85%  o f  th e  sm a ll ru ra l m an u factu rin g  firm s e m ­

p loyed  few e r  th an  fiv e  e m p lo y e e s  w ith  th e  o n e -p e rso n  firm  g e n e r a lly  d o m in a ­

tin g . L arger u n its e n g a g e  b o th  u n p a id  fam ily  w o rk ers an d  w a g e-p a id  em p lo y ­

e e s . C o m b in ed  fix ed  an d  w o rk in g  ca p ita l p er  p e r so n  is  ty p ica lly  m o d e st. 

U n lik e  th e  en u m era ted  w a g e  la b o u r fo r c e , w o m en  c o n stitu te  a  la rg e  fra ctio n - 

-40%  o r  m o r e - o f  th o se  e n g a g ed  in  th e  secto r  an d  freq u en tly  a cco u n t fo r  th e  

m ajority  o f  th e  sm a ll-sc a le  en trep ren eu rs. A c q u is itio n  o f  sk ills  ta k e s  p la c e  

th rou gh  a p p ren ticesh ip  and  o th e r  fo rm s o f  lea rn in g -b y -d o in g .

R u ra l h o u se h o ld  in c o m e  su rvey  e s tim a te s

R u ral h o u se h o ld  in c o m e  su rvey , i f  co n stru cted  fo r  th e  p u rp o se , p ro v id e  th e  

m ost a ccu ra te  m ea su rem en t o f  b o th  em p lo y m en t an d  ou tp u t^ . T h e se  su rveys

^ C o m p a riso n s o f  th e  str e e t-b y -str e e t, v illa g e-b y -v illa g e  en ter p r ise  

ce n su ses , c o n d u cted  b y  M S U  an d  h o st cou n try  sch o la rs, w ith  o ffic ia l 

c en su ses fin d  th a t th e  la tter  freq u en tly  u n d erco u n t th e  n u m b er o f  sm a ll 

en terp r ises  b y  a  fa cto r  o f  tw o  o r  m o re  (L ied h o lm  an d  M ea d , 1 9 8 6 ).

^ S m a ll-sca le  firm s e m p lo y  le s s  th an  5 0  p e rso n s. R u ra l is  lo c a lit ie s  w ith  

20 ,000  in h a b ita n ts  or le s s .

^ S im ilar c o st-r o u te  su rveys to  c o lle c t w eek ly  d a ta  from  sm a ll firm s  

w ere  c o n d u cted  b y  M S U  a n d  h o st cou n try  sch o la rs in  S ierra  L e o n e , 

B a n g la d esh , J a m a ica , H o n d u ra s, T h a ila n d  an d  E g y p t. (L ied h o lm  an d  M ea d ,

1 986).
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a r e  b a s e d  u p o n  a  c a r e f u l l y  d r a w n  r a n d o m  s a m p le  o f  s e v e r a l  t h o u s a n d  r u r a l  

h o u s e h o ld s ,  f r o m  w h o m  w e e k ly  d a t a  i s  c o l l e c t e d  o v e r  t h e  c o u r s e  o f  a  y e a r -  

in c lu d in g  h o u s e h o ld  r e c e ip t s  b y  s o u r c e ,  e x p e n d i t u r e s ,  l a b o u r  a l l o c a t io n ,  a n d  a 

h o s t  o f  s u p p le m e n ta r y  v a r ia b l e s .  P r o b le m s  o f  p a r t - t i m e  w o r k , s e a s o n a l ity , 

o v e r lo o k e d  e n te r p r i s e s ,  s e c o n d a r y  o c c u p a t i o n s - a l l  v a n is h .  T h e  b a d  n e w s  is 

t h a t  s u c h  s u rv e y s  a r e  e x t r e m e ly  e x p e n s iv e  a n d  r e q u i r e  g r e a t  o r g a n iz in g  ab il ­

i t ie s  f r o m  th e  s ta t i s t ic a l  a g e n c y  in  c h a r g e .  C o n s e q u e n t ly ,  th is  d e s ir a b le  

s o u r c e  Of i n f o r m a t io n  is  n o t  o f te n  a v a i la b le .

C o m p a r i n g  t h e  n o n f a r m  i n c o m e  s h a r e  f o r  f iv e  c o u n t r i e s  ( T a b le  4 )  w ith  

p r im a r y  e m p lo y m e n t  ( % )  in  n o n f a r m  a c t iv i t i e s  ( T a b le  1 ) r e v e a ls  t h a t  in  fo u r  

o u t  o f  t h e  f iv e  c o u n t r i e s ,  t h e  i n c o m e  s h a r e  i s  s u b s ta n t ia l l y  l a r g e r  t h a n  th e  

p r im a r y  o c c u p a t io n  s h a r e .  T h e  o n e  e x c e p t io n ,  T a iw a n ,  i s  a lm o s t  c e r ta in ly  

t h e  r e s u l t  o f  t h e  d e c a d e  d i s c r e p a n c y  b e tw e e n  t h e  tw o  m e a s u r e m e n t s .  If  

t h e s e  f e w  f ig u r e s  a r e  in d ic a t i v e ,  w e  m a y  te n ta t iv e ly  c o n c lu d e  t h a t  t h e  n o n ­

f a r m  s e c t o r  r a n g e s  f r o m  o n e - h a l f  t o  t h r e e - q u a r t e r s  t h e  s iz e  o f  t h e  a g r ic u l ­

t u r a l  s e c to r .  T h u s  it  c o n s t i tu t e s  a  m a j o r  s e c to r  in  a ll  lo w  a n d  m id d le - in c o m e  

e c o n o m ie s .

E Q U IT Y  IM P A C T  O F  R U R A L  N O N F A R M  A C T IV IT IE S

A r e  r u r a l  n o n f a r m  a c t iv i t ie s  a  m a j o r  s o u r c e  o f  in c o m e  f o r  t h e  p o o r e s t  ru ra l  

h o u s e h o ld s ?  I f  s o , d o  th e y  r e d u c e  in c o m e  in e q u a l i t y  in  r u r a l  a r e a s ?  D o  

t h e y  a ls o  c o n t r i b u t e  t o  s ta b i l iz in g  i n c o m e  a m o n g  p o o r e r  h o u s e h o ld s  o v e r  th e  

c o u r s e  o f  t h e  y e a r ?  A n s w e r s  t o  t h e s e  q u e s t i o n s  s h o u ld  p r o v id e  u s  w i th  a  

r e a s o n a b ly  c o m p r e h e n s iv e  a s s e s s m e n t  o f  t h e  e q u i t y  i s s u e .

L a n d h o l d in g  s i z e  a n d  n o n f a r m  a c t iv i t i e s

G iv e n  t h a t  l a n d  is  t h e  f a r m e r 's  p r in c ip a l  p r o d u c t i v e  a s s e t ,  s iz e  o f  h o ld in g s  

h a s  c o m m o n ly  b e e n  u s e d  a s  a  v a r i a b le  t o  s t r a t i f y  r u r a l  h o u s e h o ld s  in to  in ­

c o m e  c la s s e s .  H o w  i m p o r t a n t  is  r u r a l  n o n f a r m  in c o m e  f o r  th o s e  w i th  little  

o r  n o  la n d ?  N o t  s u rp r is in g ly ,  d a t a  f r o m  fiv e  c o u n tr i e s  in  A s ia  a n d  A fr ic a  

( T a b le  5 )  r e v e a ls  a n  in v e r s e  r e l a t i o n s h ip  b e tw e e n  s iz e  o f  la n d h o ld in g  an d  

t h e  s h a r e  o f  n o n f a r m  in c o m e  in  t o t a l  r u r a l  h o u s e h o ld  in c o m e .  F o r  th e  

s m a l le s t  l a n d h o ld in g  c a te g o r i e s  in  e a c h  c o u n tr y ,  n o n f a r m  in c o m e  s o u rc e s  

a c c o u n t  f o r  o v e r  5 0 %  o f  h o u s e h o ld  in c o m e .

I s  t h e  in c o m e  d e r i v e d  f r o m  t h e s e  n o n f a r m  s o u r c e s  s u f f ic ie n t  t o  r e d u c e  

in c o m e  i n e q u a l i t ie s  w i th in  th e  r u r a l  a r e a s  o f  t h e s e  e c o n o m ie s ?  F o r  t h e  tw o  

A f r ic a n  c a s e s ,  a s  w e l l  a s  T h a i l a n d  ( T a b le  5 ) , t h e  n o n f a r m  in c o m e  s o u rc e s  

r a i s e  t h e  t o t a l  i n c o m e  o f  r u r a l  h o u s e h o ld s  w i th  t h e  s m a l le s t  a m o u n t s  o f  la n d  

to  a b o v e  t h e  in c o m e s  o f  t h o s e  w i th  s o m e w h a t  l a r g e r  f a r m s .  T h is  v e r t ic a l  J- 
s h a p e d  r e l a t i o n s h ip  b e tw e e n  to t a l  r u r a l  h o u s e h o ld  in c o m e  a n d  la n d h o ld in g s  is 

p e r h a p s  n o t  u n e x p e c te d  in  A f r ic a ,  w h e r e  la n d  is  n o t  a  l im i t in g  f a c to r .  I t  a ls o
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T a b le  4 . S h a re  o f  n o o fa rm  in c o m e  in  to ta l ru ral h o u se h o ld  in c o m e .

C o u n t r y Y e a r  P e r c e n t

N o r t h e r n  N i g e r i a  ( 3  v i l la g e s ) 1 9 7 4 2 8

K o r e a 1 9 8 0 3 4

S ie r r a  L e o n e 1 9 7 4 3 6

T a iw a n 1 9 7 5 4 3

T h a i la n d 1 9 7 8 4 3

S o u r c e s :  N o r t h e r n  N ig e r i a :  M a t l o n  ( 1 9 7 7 ) ;  K o r e a :  K o r e a  ( 1 9 8 1 ) ;  

S i e r r a  L e o n e :  U n p u b l i s h e d  r e s u l t s  f r o m  S i e r r a  L e o n e  A f r ic a n  R u r a l  

E m p lo y m e n t  p r o j e c t  r e p o r t e d  i n  C h u t a  a n d  L ie d h o lm  ( 1 9 7 9 ) , 

( in c lu d e s  h o u s e h o ld s  in  r u r a l  t o w n s  p lu s  i n  v i l la g e s ) ;  T a iw a n :  

T a iw a n  ( 1 9 8 1 ) ;  T h a i la n d :  W o r ld  B a n k  ( 1 9 8 3 ) .

a p p e a r s  t o  h o ld  in  s o m e  p a r t s  o f  A s ia ,  s u c h  a s  i n  T h a i l a n d  a n d  J a p a n ,  b u t  i t  

is  n o t  u b i q u i t o u s  ( s e e  K o r e a  a n d  T a i w a n  in  T a b l e  5 ) .

H o w e v e r ,  t h e s e  g e n e r a l  f in d in g s ,  c a l l  i n to  q u e s t i o n  t h e  n o t io n  t h a t  

f a r m  s iz e  is  a  c o n s is te n t ly  g o o d  p r o x y  f o r  t o t a l  r u r a l  h o u s e h o ld  i n c o m e  o r  a  

g o o d  i n d ic a to r  o f  w h o  a r e  t h e  r u r a l  p o o r .  I n d e e d ,  a  c o m p l e x  s e t  o f  f a c t o r s  

b e a r i n g  o n  f a r m in g ,  n o n f a r m  e n t e r p r i s e s  a n d  o f f - f a r m  t r a d i n g  a n d  e m p lo y ­

m e n t  o p p o r t u n i t i e s  d e t e r m i n e  r u r a l  h o u s e h o ld  in c o m e  le v e ls .  A l t h o u g h  th i s  

h e t e r o g e n e i ty  c o m p l ic a t e s  t h e  t a s k  f a c in g  p o l ic y  m a k e r s  i n  d e a l i n g  w i th  t h e  

r u r a l  p o o r ,  i t  a ls o  m e a n s  t h a t  t h e r e  i s  a  m u c h  w id e r  s e t  o f  o p p o r tu n i t i e s  

t h a t  c a n  b e  d e v e lo p e d .

N on farm  a c tiv itie s  r e d u c e  in c o m e  in e q u a lity

T h e r e f o r e ,  r e l a t i n g  t h e  t o t a l  n o n f a r m  in c o m e  s h a r e  t o  t o t a l  r u r a l  h o u s e h o ld  

in c o m e  is  a  b e t t e r  i n d i c a to r  o f  w h e t h e r  o r  n o t  r u r a l  n o n f a r m  in c o m e  r e d u c e s  

in c o m e  i n e q u a l i t y .  A l t h o u g h  i n f o r m a t i o n  o n  t h is  r e l a t i o n s h i p  is  s p a r s e ,  d a t a  

a r e  a v a i la b l e  f o r  S i e r r a  L e o n e ,  N ig e r i a ,  a n d  T h a i l a n d .  T a b l e  6 , in  w h i c h  

r u r a l  n o n f a r m  in c o m e  s h a r e s  a r e  r e l a t e d  t o  t o t a l  r u r a l  h o u s e h o ld  in c o m e  

q u in t i l e s  o r  t e r c i l e s  ( f r o m  lo w  t o  h ig h ) ,  a g a in  r e v e a ls  t h e  v e r t i c a l  J - s h a p e d



T a b le  S. S ize  o f  la n d  h o ld in g  an d  rela tiv e im p ortan ce o f  nonfarm  in com e  

in  to ta l h o u seh o ld  incom e .

C o u n t iy Y e a r S ize  o f  

h o ld in g

( a c r e s )

H o u s e h o ld  in c o m e

N o n f a r m  s h a r e  T o ta l  

( % )  ( U S $ )

K o r e a 1980 0 .0 0 -  1.23 74 3 ,005

1 .2 4 -  2 .4 7 39 3 ,4 5 0

2 .4 8 -  3 .70 28 4 ,321

3.71 -  4 .94 23 5 ,4 7 2

4 .9 5  + 16 7,401

T a iw a n 1975 0 .0 0 -  1.23 70 2 ,7 6 8

1 .2 4 -  2 .47 52 3 ,4 4 2

2 .4 8 -  3.71 44 3,701

3 .72  -  4 .94 39 4 ,5 7 0

4 .95  + 26 5 ,5 6 6

T h a i la n d 1980-81 0 .0 0  - 4 .1 0 88 1,362

(4  r e g io n s ) 4 .2 0  - 1 0 .2 0 72 974

10 .30  -  41 .00 5 6 1 ,613

4 1 .0 0  + 45 1 ,654

S ie r r a  L e o n e 1974 0 .0 0 -  1.00 5 0 5 8 7

1.01 -  5 .0 0 23 4 0 4

5 .0 1  - 1 0 .0 0 14 5 4 6

10.01 - 1 5 .0 0 12 7 7 0

15 .00  + 15 9 2 7

N o r t h e r n  N ig e r ia 1974 0 .0 0 -  2 .4 6 5 7 4 7 9

2 .4 7 -  4 .9 3 31 3 7 7

4 .9 4 -  7 .40 26 5 6 9

7 .41 -  9 .8 7 15 7 6 9

9 .8 8  + 24 8 6 8

S o u rc e s : K o r e a  (1 9 8 1 ); T a iw a n  (1 9 7 7 ); N o r t h e r n  N ig e r ia : M a t lo n  (1 9 7 7 ); 

S ie r r a  L e o n e : M a t lo n  e t .  a l . ,  1979. T h e  a v e r a g e  n o n f a r m  s h a r e  i s  lo w e r  

th a n  th a t  r e p o r te d  in  T a b le  4  b e c a u s e  o n ly  r u r a l  h o u s e h o ld s  w e r e  

in te rv ie w e d .  T h a i la n d :  N a r o n g c h a i,  e t .  a l .  (1 9 8 3 ).  S o m e  o f  th e  v illa g e s

w e r e  c h o s e n  b e c a u s e  o f  t h e i r  v a r ie t ie s  o f  n o n f a im  a c tiv i tie s .  T h u s ,  th e y  

a r e  n o t  ’ r e p r e s e n ta t iv e *  o f  th e  e n t i r e  c o u n tr y .  P o r  th e  w h o le  c o u n tr y ,

th e  n o n f a r m  in c o m e  s h a r e  f o r  f a r m  h o u s e h o ld s  i s  4 3 % . ( W o r ld  B a n k ,  1983 ).
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T a b le  6 .  P e r c e n ta g e  o f  ru ra l h o u s e h o ld  in c o m e  e a r n e d  fr o m  fa r m  

a n d  n o n fa r m  s o u r c e s  b y  in c o m e

C o u n t r y I n c o m e  c la s s F a r m N o n f a r m

S ie r r a  L e o n e T e r c i l e

L o w e s t 8 0 .3 1 9 .7

M id d le 8 1 .2 1 8 .8

H i g h e s t 8 0 .0 2 0 .0

N o r t h e r n  N ig e r i a O u in t i l e

L o w e s t 7 6 .6 2 3 .4

M id d le 7 8 .0 2 2 .0

H ig h e s t 6 1 .4 3 8 .6

T h a i la n d O u in t i l e

L o w e s t 3 7 .5 6 2 .5

M id d le 4 4 .0 5 6 .0

H ig h e s t 3 4 .9 6 5 .1

S o u rc e s :  S e e  T a b l e  5 .

r e la t io n s h ip .  T h u s ,  r u r a l  n o n f a r m  in c o m e  is  r e la t iv e ly  i m p o r t a n t  a t  b o t h  

e n d s  o f  t h e  i n c o m e  d i s t r i b u t io n  s p e c t r u m ,  a l t h o u g h  d i f f e r e n t  t y p e s  o f  n o n ­

f a r m  i n c o m e  a r e - i m p o r t a n t  a t  t h e  lo w  a n d  h ig h  in c o m e  e n d s  o f  t h e  d i s t r i b u ­

t io n .  F o r  lo w  in c o m e  r u r a l  h o u s e h o ld ,  w a g e s  f r o m  w o r k in g  o n  o t h e r ’s  f a r m s  

a n d  s e r v ic e - ty p e  a c t iv i t ie s  a r e  t h e  p r e d o m i n a n t  i n c o m e  s o u r c e s .  F o r  t h e  

h ig h  in c o m e  h o u s e h o ld s ,  s a l a r i e s  f r o m  a d m in is t r a t iv e  a n d  m a n u f a c t u r in g  a c ­

t iv i tie s  t e n d  t o  p r e d o m i n a t e .  T h e s e  l a t t e r  a c t iv i t ie s  t e n d  t o  h a v e  h i g h e r  

e n t r y  b a r r i e r s  a n d  y ie ld  h ig h e r  r e t u r n s  t h a n  a g r i c u l t u r e  o r  t h e  o t h e r  t y p e s  

o f  r u r a l  n o n f a r m  a c t iv i t ie s  ( C h u t a  a n d  L ie d h o lm , 1 9 7 9 ) .

W h a t  is  t h e  n e t  e f f e c t  o f  t h e s e  v a r i o u s  n o n f a r m  in c o m e  s o u r c e s  o n  o v e r ­

a ll i n c o m e  in e q u a l i t y  in  r u r a l  a r e a s ?  T h e  r e s u l t s  f r o m  tw o  A f r ic a n  s tu d i e s  

a s  w e l l a s  f r o m  T h a i l a n d  in d ic a te  t h a t  in c l u d in g  n o n f a r m  in c o m e  w i th  f a r m  

in c o m e  r e d u c e s  t h e  r u r a l  G in i  c o e f f ic ie n t s  in  e a c h  c a s e .
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G in i  c o e f f ic i e n t s  c a lc u la t e d  o n  p e r  c a p i t a  f a r m  in c o m e  a lo n e  w e r e  0 .4 3  in  

S i e r r a  L e o n e  a n d  0 .3 2  in  N ig e r ia ,  c o m p a r e d  w i th  c o e f f ic i e n t s  o n  c o m b in e d  

f a r m  a n d  n o n f a r m  in c o m e s  ( r u r a l )  o f  0 .3 8  a n d  0 .2 8 , r e s p e c t iv e ly  ( M a t lo n  e t. 

a l . ,  1 9 7 9 ) . I n  r u r a l  T h a i la n d ,  t h e  G in i  d e c l in e s  f r o m  0 .5 8  w h e n  o n ly  f a r m  

in c o m e  is  c o n s id e r e d  t o  0 .3 8  w h e n  a ll  t h e  s o u r c e s  o f  t h e  r u r a l  h o u s e h o ld s ’ 

in c o m e  a r e  i n c lu d e d  ( N o r o n g c h a i ,  1 9 8 3 ) . T h e  a v a i la b l e  e v id e n c e ,  a l th o u g h  

l im i te d ,  d o e s  s u g g e s t  t h a t  r u r a l  n o n f a r m  in c o m e  r e d u c e s  r u r a l  i n c o m e  in e ­

q u a l i t ie s  in  s e v e r a l  c o u n tr i e s .

N on farm  a c tiv itie s  sm o o th  an n u a l in c o m e  flo w s

R u r a l  n o n f a r m  a c t iv i t ie s  a ls o  c o n t r i b u te  t o  t h e  s m o o t h i n g  o f  h o u s e h o ld  in ­

c o m e  o v e r  t h e  y e a r .  F o r  e x a m p le ,  a n a ly s is  o f  t h e  m o n th l y  in c o m e  f lu c tu a ­

t i o n s  o f  4 2 4  r u r a l  h o u s e h o ld s  i n  T h a i l a n d  r e v e a ls  t h a t  t h e  v a r ia b i l i ty  o f  t o t a l  

h o u s e h o ld  in c o m e  w a s  c o n s id e r a b ly  le s s  t h a n  t h e  v a r ia b i l i ty  o f  n e t  f a r m  in ­

c o m e  o v e r  t h e  y e a r  ( N o n o n g c h a i ,  1 9 8 3 ) ^ .  S tu d ie s  f r o m  N o r t h e r n  N ig e r i a  a n d  

S i e r r a  L e o n e  p o i n t  t o  s im i la r  f in d in g s ,  ( M a t lo n ,  e t. a l . ,  1 9 7 9 ) . F a r m  a n d  

n o n f a r m  a c t i v i t ie s  t e n d  t o  m o v e  in  o p p o s i t e  d i r e c t i o n s  o v e r  t h e  y e a r  a n d  

in c o m e  e a r n e d  f r o m  n o n f a r m  s o u r c e s  c o m p le m e n t  t h e  p a t t e r n  o f  n e t  f a r m  

i n c o m e  r e c e iv e d .  T h u s ,  n o n f a r m  a c t iv i t ie s  s e e m  t o  m a k e  a n  i m p o r t a n t  w e l ­

f a r e  c o n t r i b u t i o n  w i th  r e s p e c t  t o  b o t h  e q u i t y  a n d  i n c o m e  s ta b i l i t y  i n  r u r a l  

a r e a s .

E F F I C I E N C Y  O F  R U R A L  

N O N F A R M  E N T E R P R IS E S

A r e  t h e s e  r u r a l  n o n f a r m  e n t e r p r i s e s  e f f i c ie n t  u s e r s  o f  e c o n o m ic  r e s o u r c e s ?  

A l th o u g h ,  t h e s e  e n t e r p r i s e s  s e e m  t o  p o s s e s s  e q u i ty  v i r tu e s  w i th  r e s p e c t  to  

t h e  d i s t r ib u t io n  o f  in c o m e , t h e y  a r e  f r e q u e n t l y  v ie w e d  a s  in e f f ic ie n t ,  th u s ,  

c o n f r o n t in g  p o l ic y m a k e r s  w i th  a  p o t e n t ia l ly  v e x in g  t r a d e - o f f .  H o w e v e r ,  i f  

s o m e  c a te g o r i e s  o f  r u r a l  n o n f a r m  e n te r p r i s e s  a r e  f o u n d  t o  g e n e r a t e  m o r e  r e a l  

o u t p u t  p e r  u n i t  o f  r e s o u r c e s  e x p e n d e d  t h a n  t h e i r  l a r g e r - s c a l e  u r b a n  c o u n te r ­

p a r t s ,  t h e n  a g r i c u l t u r a l  a n d  o t h e r  p o l ic ie s  t h a t  e n h a n c e  t h e s e  a c t iv i t ie s  c a n  

i n c r e a s e  b o t h  o u t p u t  a n d  e m p lo y m e n t .

E m p lo y m e n t  w o u ld  i n c r e a s e  i f  t h e  l a b o u r  c a p i ta l  r a t i o  o f  s m a l le r  f ir m s  

e x c e e d e d  t h o s e  o f  t h e  l a r g e r  o n e s .  V i r tu a l ly  a l l  e m p i r ic a l  s tu d ie s  f in d  th a t  

s m a l l  r u r a l  e n t e r p r i s e s  a r e  m o r e  l a b o u r  in te n s iv e  ( u s u a l ly  m e a s u r e d  i n  t e r m s

^ T h e  c o e f f i c ie n t  o f  v a r i a t i o n  ( C V )  f o r  n e t  f a r m  i n c o m e  w a s  2 .0 7 , b u t  

o n l y  0 .6 4  f o r  t o t a l  h o u s e h o ld  in c o m e , w h ic h  in c lu d e s  n o n f a r m  in c o m e  s o u rc e s .
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o f  t h e  l a b o u r - c a p i ta l  r a t i o )  t h a n  t h e i r  l a r g e r  s c a l e  c o u n te r p a r t s  in  t h e  a g -  

a g re g a te .  A t  t h e  in d u s t r y - s p e c i f ic  le v e l , t h e  s a m e  r e s u l ts  g e n e r a l ly  h o ld ,  a l ­

th o u g h  a  fe w  e x c e p t io n s  e x is t  s u c h  a s  in  K o r e a .  ( L ie d h o l m  a n d  M e a d  1 9 8 6 ) .

P a rtia l e f f ic ie n c y  m e a su r e s

T h e  e v id e n c e  o n  t h e  e c o n o m ic  e f f ic ie n c y  o f  r u r a l  n o n f a r m  a c tiv ity  i s  r a t h e r  

m e a g r e .  C o m p a r i s o n s  o f  s m a l l  a n d  la r g e - s c a le  e n t e r p r i s e s  u s in g  p a r t i a l  e f ­

f ic ien cy  m e a s u r e s  ( p a r t ic u la r ly  t h e  o u t p u t- c a p i ta l  r a t i o )  h a v e  b e e n  m a d e ,  b u t  

th e s e  h a v e  y ie l d e d  a  m ix e d  p i c tu r e  o f  t h e  r e la t io n s h ip  b e tw e e n  c a p i ta l  p r o ­

d u c tiv ity  a n d  s iz e  ( P a g e  a n d  S te e l ,  1 9 8 4 ; L i e d h o lm  a n d  M e a d ,  1 9 8 6 ) . M o r e ­

o v e r , o n ly  r a r e ly  a r e  r u r a l  a n d  n o n  in d u s t r ia l  e n t e r p r i s e s  s p e c i f ic a lly  e x a m ­

in e d  in  t h e s e  a n a ly s e s .  T h e s e  s tu d ie s  a ls o  s u ff e r  f r o m  th e  l im i ta t io n s  t h a t  

s u r r o u n d  a ll  p a r t i a l  e ff ic ie n c y  m e a s u r e s ;  i f  s o m e  r e s o u r c e  o t h e r  t h a n  t h e  

o n e  in c lu d e d  in  t h e  m e a s u r e  i s  s c a r c e  a n d  th u s  h a s  a  n o n - z e r o  o p p o r tu n i ty  

c o s t, t h e n  i t  m a y  y ie ld  i n c o r r e c t  r e s u l ts .

C o m p re h e n siv e  e f f ic ie n c y  m e a su r e s

C o m p r e h e n s iv e  e c o n o m ic  e f f ic ie n c y  m e a s u r e s ,  s u c h  a s  t o ta l  f a c to r  p r o d u c ­

tiv ity  a n d  s o c ia l  b e n e f i t - c o s t  a n a ly s is ,  o v e r c o m e  t h e  l im i t a t i o n s  o f  t h e  p a r t i a l  

o n e s  ( B ig g s ,  1 9 8 6 ) . I d e a l ly , a ll  s c a r c e  r e s o u r c e s  a r e  e x p lic it ly  in c l u d e d  in  

th e  a n a ly s is  a n d  a r e  e v a lu a te d  a t  t h e i r  s h a d o w  o r  s o c ia l  p r ic e s  t h a t  r e f le c t  

th e i r  s c a r c i ty  v a lu e s  in  th e  e c o n o m y . U n f o r tu n a te l y ,  o n ly  a  f e w  s u c h  s tu d ie s  

ex ist ( H o ,  1 9 8 0 ; C o r t e s ,  e t  a l .  1 9 8 5 )  a n d  n o n e  c o n s id e r  r u r a l  n o n f a r m  e n t e r ­

p r is e s  e x p lic itly .

R e la tiv e  e ff ic ie n c y

L ie d h o lm  a n d  M e a d  ( 1 9 8 6 )  r e c e n t l y  u s e d  a  s o c ia l  b e n e f i t - c o s t  m e a s u r e  to  

c o m p a r e  t h e  r e l a t iv e  e f f ic ie n c y  o f  s m a l l  r u r a l  m a n u f a c tu r in g  e n te r p r i s e s  w i th  

th e i r  l a r g e r - s c a l e  u r b a n  c o u n te r p a r t s  in  S i e r r a  L e o n e ,  H o n d u r a s ,  a n d  J a m a ic a .  

F o l lo w in g  t h e  a p p r o a c h  s u g g e s te d  in  C o r t e s  e t  a l .  ( 1 9 8 5 ) ,  t h e  r a t i o  o f  t h e  

e n te r p r is e ’s  v a lu e  a d d e d  t o  t h e  c o s t  o f  i t s  c a p i ta l  a n d  la b o u r ,  b o t h  v a lu e d  a t
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th e ir  sh a d o w  o r  so c ia l p r ice s , w as u sed  to  m ea su re  e c o n o m ic  effic ien cy ^ . A n  

S B C  ra tio  >  1 m ea n s th e  en terp r ise  h a s a  p o sitiv e  e ffe c t o n  to ta l o u tp u t o f  

th e  w h o le . A  r a tio  o f  <  1 m ea n s it h a s a n eg a tiv e  e ffe c t. I f  d o m e stic  

rath er th an  so c ia l p r ices a re  u sed  to  ev a lu a te  va lu e a d d ed , th e  S B C  can  o n ly  

b e  u sed  to  co m p a re  en terp r ises  in  th e  sa m e secto r .

T h e prim ary d a ta  u sed  to  d er iv e  th e  so c ia l b e n e fit-c o st ra tio s w e r e  g e n e ­

ra ted  from  th e  d e ta ile d  sm a ll-sc a le  in d u stry  su rveys th a t M ich igan  S ta te  

U n iv ersity  and  h o st cou n try  resea rch ers h ad  co n d u cted . A p p ro x im a te ly  495  

ru ra l m an u factu rin g  firm s w ere  su rveyed  in  H on d u ras (S ta llm a n n , 1 9 8 3 ), 200  

in  S ierra  L e o n e  (C h u ta  an d  L ied h o lm , 1 9 8 5 ), and  150 in  Jam aica  (F isseh a , 

1 9 8 2 ). F irm s w e r e  in terv iew ed  tw ice  w eek ly  over a 12 m o n th  p er io d  to  o b ­

ta in  d aily  in fo rm a tio n  o n  rev en u es and  c o sts . T h e in fo rm a tio n  o n  th e  large- 

sc a le  en terp r ises  w a s o b ta in ed  from  th e  w o rk sh eets u sed  to  co n stru ct th e  

In d u str ia l C e n su se s  in  S ierra  L e o n e  an d  H on d u ras and  from  th e  N a tio n a l 

P la n n in g  a gen cy ’s  In d u stria l S u rvey  in  J am aica . In  c a lcu la tin g  th e  so c ia l 

b e n e fit-c o st r a tio s , th e  sh a d o w  so c ia l p r ice  o f  ca p ita l w a s a ssu m ed  to  b e  

20% , w h ile  u n p aid  fa m ily  lab ou r w a s v a lu ed  at th e  a v era g e  p rice  fo r  sk illed  

la b o u r in  sm a ll-sc a le  in dustry^ . S in ce  w orld  p r ices fo r  o u tp u ts and  m ateria l 

in p u ts w ere  n o t a v a ila b le  fo r  th e  H o n d u ra s an d  Jam aican  stu d ies, d o m estic  

p r ic e s  w e r e  u se d . T h is  m ea n s e ffic ie n c y  co m p a riso n s h a d  to  b e  lim ited  to  

la rg e  and  sm a ll ru ra l en ter p r ise s  o p e r a tin g  in  th e  sa m e  p ro d u ct g ro u p  w ith  

rea so n a b ly  sim ila r  m ix es o f  o u tp u t an d  p u rch a sed  in p u ts.

^ M ore sp e c ific a lly , th e  so c ia l b e n e fit c o st ra tio s (S B C ) is  ca lcu la ted  on  

th e  b a sis o f  th e  fo llo w in g  form u la:

V A

S B C -----------

rsK  + w sL

w h ere: V A  =  v a lu e  ad d ed

rs =  sh a d o w  o r  so c ia l p r ice  (in te r e st r a te ) o f  ca p ita l 

K  = to ta l fix ed  an d  w ork in g  ca p ita l 

w s =  sh a d o w  o r  so c ia l p r ice  o f  lab ou r  

L  = to ta l lab ou r h o u rs, in c lu d in g  fa m ily  an d  a p p ren tice  h o u rs.

^ T h e a ctu a l w a g e s  p a id  to  a ll w o rk ers in  la rg e -sca le  en ter p r ise s  w ere  

in c lu d ed  a t 80% . (H a g g b la d e , L ied h o lm  an d  M ea d , 1986 ).
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K e y  f in d in g s

T h e  k e y  f in d i n g  f r o m  th is  t h r e e - c o u n t r y  a n a ly s is  is  t h a t  in  a  m a jo r i t y  o f  t h e  

i n d u s t r y  g r o u p s  c o n s id e r e d ,  t h e  s m a l l  m a n u f a c t u r in g  e n t e r p r i s e s  u s e d  f e w e r  

r e s o u r c e s  p e r  u n i t  o f  o u t p u t  t h a n  t h e i r  l a r g e r - s c a l e  c o u n t e r p a r t s .  T a b l e  7  

r e v e a ls  t h a t  t h e  s o c ia l  b e n e f i t - c o s t  r a t i o s  a r e  h i g h e r  f o r  r u r a l  s m a l l - s c a l e  

e n t e r p r i s e s  i n  8  o f  t h e  1 2  c a s e s  e x a m in e d .  O n l y  in  t h e  w e a r in g  a p p a r e l  i n ­

d u s t r i e s  o f  J a m a i c a  a n d  H o n d u r a s  a n d  th e  s h o e  a n d  f u r n i tu r e  i n d u s t r i e s  o f  

S i e r r a  L e o n e ,  d o  t h e  l a r g e r - s i z e d  e n te r p r i s e s  p r e v a i l .  M o r e o v e r ,  t h e  s o c ia l  

b e n e f i t - c o s t  r a t i o s  f o r  s m a l l  r u r a l  n o n f a r m  e n t e r p r i s e s  e x c e e d  o n e  in  a l l  b u t  

tw o  in d u s t r i e s .  S u c h  f in d i n g s  p r o v id e  l im i te d  s u p p o r t  f o r  t h e  c o n te n t io n  t h a t  

s o m e  s m a l l  r u r a l  n o n f a r m  a c t i v i t i e s  in  d e v e lo p in g  c o u n t r i e s  a r e  e c o n o m ic a l ly  

e f f ic ie n t .  H o  ( 1 9 8 0 )  f o r  K o r e a  a n d  C o r t e s  e t .  a l .  ( 1 9 8 5 )  f o r  C o l o m b ia  f in d  

th a t  l a r g e - s c a l e  e n t e r p r i s e s  t e n d  t o  b e  m o r e  e f f i c i e n t  t h a n  t h e i r  s m a l l e r - s c a l e  

c o u n te r p a r t s ,  u s in g  c o m p r e h e n s i v e  e f f ic ie n c y  m e a s u r e s .  H o w e v e r ,  t h e y  d o  

n o t  e x p l ic it ly  c o n s id e r  r u r a l  a c t iv i t ie s .

O n e  w e a k n e s s  o f  t h is  a n a ly s i s  is  t h a t  o u t p u t  a n d  p u r c h a s e d  in p u t s  w e r e  

v a lu e d  u s in g  d o m e s t ic ,  r a t h e r  t h a n  w o r ld  p r ic e s .  F o r tu n a t e ly ,  s u f f i c ie n t  d a t a  

w e r e  a v a i la b l e  f r o m  S i e r r a  L e o n e  t o  c o m p u t e  e n t e r p r i s e  s o c ia l  b e n e f i t - c o s t  

r a t io s  a t  w o r ld  p r ic e s .

T h i s  a n a ly s is ,  s u m m a r i z e d  in  T a b l e  8 , r e v e a ls  t h a t  a t  w o r ld  ( s o c ia l )  p r ic e s  

s m a l l - s c a l e  m a n u f a c t u r in g  e n t e r p r i s e s  in  S i e r r a  L e o n e  a r e  m o r e  e f f ic ie n t  t h a n  

th e i r  s m a l l - s c a l e  c o u n t e r p a r t s  in  a l l  e n t e r p r i s e  g r o u p s  c o n s id e r e d ,  e x c e p t  f o r  

s h o e s .  T h e  a g g r e g a te  s o c ia l  b e n e f i t - c o s t  r a t i o  f o r  r u r a l  s m a l l - s c a l e  i n d u s ­

t r ie s  is  + 1 .5 7 ,  in d ic a t i n g  t h a t  s m a l l  i n d u s t r ie s ,  o v e r a l l ,  a r e  e c o n o m ic a l ly  e f ­

f ic ie n t  a n d  h a v e  a  p o s i t iv e  e f f e c t  o n  t h e  t o t a l  o u t p u t  o f  t h e  S i e r r a  L e o n e  

e c o n o m y . M o r e o v e r ,  e x c e p t  f o r  f u r n i tu r e ,  t h e  r a t i o s  f o r  t h e  in d iv id u a l  i n ­

d u s t r i e s  a l l  e x c e e d  o n e ,  i n d ic a t i n g  t h e i r  p o s i t i v e  c o n t r i b u t i o n s  t o  t h e  e c o n o ­

m y  a s  w e l l .  B y  c o n t r a s t ,  t h e  s o c ia l - b e n e f i t  c o s t  r a t i o s  f o r  la r g e - s c a le  i n d u s ­

t r y  i s  0 .4 9  o v e r a l l ,  a n d  e x c e e d s  o n e  i n  o n ly  a  s in g le  i n d u s t r y  g r o u p ,  s h o e s .  

T h e  l a r g e - s c a l e  a c t iv i t ie s ,  c o n s e q u e n t ly  h a v e  a  n e g a t iv e  e f f e c t  o n  t h e  S i e r r a  

L e o n e  e c o n o m y . T h u s ,  a  s h i f t  o f  r e s o u r c e s  t o  r u r a l  s m a l l  i n d u s t r y  w o u ld  

a p p e a r  t o  m a k e  e c o n o m ic  s e n s e .

E F F E C T  O F  E X P E N D I T U R E  P A T T E R N S  O N  S I Z E  

O F  T H E  R U R A L  N O N F A R M  E C O N O M Y

W h a t  d e t e r m i n e s  h o w  l a r g e  t h e  r u r a l  n o n f a r m  e c o n o m y  is  in  a  g iv e n  c o u n t r y  

a n d  w h a t  a r e  i t s  l ik e ly  g r o w t h  p r o s p e c t s ?  T h i s  c a n  b e  a p p r o a c h e d  b y  e x ­

a m in in g  t h e  e x p e n d i t u r e  p a t t e r n s  f o r  g o o d s  a n d  s e r v i c e s  t h a t  t h is  s e c t o r  

c o u ld  s u p p ly ,  a n d  a n a ly z in g  t h e  s u p p ly  r e s p o n s e  o f  r u r a l  n o n f a r m  e n te r p r i s e s .
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T tb le  7 . S ocia l b en efit e a s t ra tio s (d o m estic  p rices)*  fo r  v ariou s b i p  and  

n in l  sm aB -scale in d u stry  grou p s in  S ic m  L eo n e , H onduras, and  Jam aica.

C o u n t r y /c n te r p r is e /g r o u p  Y e a r  R u r a l  sm all-scale*1 L arge-scale*1

S ie r r a  L e o n e  1974-75

B a k e ry 1.86 1.03

W e a r in g  a p p a r e l 1.78 0 5 3

S h o e s 1.65 2 .00

F u r n i tu r e 0.81 0 .87

M e ta l  p r o d u c ts 1.63 1.61

H o n d u r a s

W e a r in g  a p p a r e l

1979

0 .82 0 .89

S h o es 1 .27 0 5 4

F u rn itu re 1.44 0.84

M e ta l  p r o d u c ts 1.21 0 .74

J a m a ic a

W e a r in g  a p p a r e l

1979

1.00 1.79

F u rn itu re 2.51 1.36

M e ta l  p r o d u c ts 1.87 1 5 8

a G r o s s  o u t p u t  a n d  p u r c h a s e d  in p u t  v a lu e s  u s e d  to  c o m p u te  v a lu e  a d d e d  ( n u m e r ­

a t o r )  a r e  e v a lu a te d  a t  d o m e s t ic  p r ic e s ; h i r e d  la b o u r  v a lu e d  a t  a c tu a l  w ag es  p a id  

f o r  sm a ll a n d  a t  0 .8  o f  a c tu a l  w a g e s  f o r  la rg e .  U n p a id  fam ily  v a lu e d  a t  sk ille d  

w ag e  r a te  f o r  sm a ll-s c a le  in d u s t ry .  C a p i ta l w a s  e v a lu a te d  a t  a  s h a d o w  in te r e s t  

r a te  o f  2 0 % . F o r  a  r a t io n a le  f o r  th e s e  p a r t i c u la r  sh a d o w  r a te s ,  s e e  H a g g b la d c ,  

L ic d h o lm , a n d  M e a d  (1986). " S m a ll -s c a le  f ir m s  e m p lo y  le ss  th a n  SO p e r so n s .  

c L a rg e -sc a le  f irm s  e m p lo y  5 0  p e r s o n s  o r  m o r e .  W ith  o n e  e x c e p t io n ,  th e s e  

f irm s  a r e  lo c a te d  in  la r g e  u r b a n  a r e a s .

S o u rc e : S ie r r a  L e o n e : sm a ll-s c a le  e n te r p r i s e  d a t e ,  C h u la  a n d  L ie d h o lm  (198S); 

la rg e -sc a le  d a ta  f ro m  w o r k s h e e ts  u se d  t o  g e n e r a te  C e n su s  o f  M a n u fa c tu r in g  

f ig u re s  o f  C e n tr a l  P la n n in g  U n i t ,  G o v e r n m e n t  o f  S ie r r a  L e o n e ,  1974-75. H o n ­

d u r a s : sm a ll-sc a le  e n te r p r i s e  d a t a ,  S ta l lm a n  (1 9 8 3 ); la rg e -sc a le  in d u s t ty  d a t a  

o b ta in e d  f ro m  w o r k s h e e ts  u s e d  to  c o n s t r u c t  th e  1975 C e n s u s  o f  In d u s tr y .  

Ja m a ic a : sm a ll-s c a le  e n te r p r i s e s  d a ta ,  F is s e h a  (1 9 8 2 ); la rg e -s c a le  d a t a  c o l le c te d  

f ro m  w o rk s h e e ts  u se d  b y  th e  N a t io n a l  P la n n in g  A g e n c y  f o r  th e i r  1977  in d u s t r ia l  

su rvey .
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T ab le 8 . S o c ia l b en efit-coat ra tio s large-*  

m anufacturing en terp rise*  1974-75, S ierra  L eon e.

and rural — -  - - . . - b

D o m estic  p rices1- W orld prices"

Industry

R ural Large R ural Large

Sm all Scale Sm all Scale

Scale Scale

P o o d

B a k e r ie s 1.86 1.03 1.80 0.68

B e v e r a g e s e 1.79 e 0 .89

O th e r s e 4.41 e -2 .46

T ex tile s

W e a r in g  a p p a r e l 1.76 0 .53 1.38 -0 .30

G a r a  c lo th 4 .82 e 3 .68 e

S h o e s 1.65 2 .00 1.14 1.40

W o o d

F u r n i tu r e 0.81 0 .87 0 .52 0 .48

M e ta l

M e ta l  p r o d u c ts 1.63 1.61 1.16 0 .90

R e p a irs 4 .78 e 4 .7 8 e

A ll 1,94 1.74 1 .57 0 .49

a L arg e  f ir m s  e m p lo y 5 0 o r m o r e p e r s o n s ; b S m all f irm s e m p lo y  le ss

th a n  5 0  p e r s o n s ;  LF o r th e so c ia l b e n e f it - c o s t  ra tio ,, th e  g r o s s  o u tp u t

an d  p u r c h a s e d  in p u t v a lu e s u se d to  c o m p u te  v a lu e a d d e d ( n u m e r a to r )

a r e  e v a lu a te d  a t  a c tu a l  p r ic e s in  S ie r r a  L e o n e ; h i r e d la b o u r  is

e v a lu a te d  a t  th e  m a r k e t w ag e  f o r s m a ll a n d  a t  0 .8 o f  a c tu a l  w ag e  f o r

th e  la rg e ; a p p r e n t ic e la b o u r is  e v a lu a te d 1 a t  L e  0 .0 6 /h o u r a n d  fam ily

la b o u r  a t  L e  .1 6 /h o u r ; c a p i ta l is e v a lu a te d  a t  20% • u s in g th e  c a p i ta l

rec o v e ry  f a c to r  f o r  th e fixed1 c o m p o n e n t ; " F o r  th e so c ia l b e n e f i t- c o s t

ra tio  ( w o r ld  p r ic e s ) ,  th e  g r o s s  o u tp u t  a n d  p u rc h a s e d  in p u t  v a lu e s  a t  

d o m e s tic  p r ic e s  w e r e  a d ju s te d  f ro m  th e  n o m in a l ta r i f fs  o n  im p o rte d

e le m e n ts .  W h e r e  q u a n t i ta t iv e  r e s t r ic t io n s  a p p l ie d ,  su c h  a s  f o r  f lo u r ,  

th e  d if fe re n c e  b e tw e e n  c.i.f. im p o r t  p r ic e s  a n d  d o m e s t ic  p r ic e s  w e r e  

u sed . e D a ta  n o t  av a ila b le .

S ou rces: S m a ll -s c a le  e n t e r p r is e  d a t a  r e p o r te d  in  C h u ta  a n d  L ie d h o lm

(1985); la r g e  s c a le  e n te r p r i s e  d a t a  o b ta in e d  f ro m  C e n su s  o f

M a n u fa c tu r in g  d a ta  c o l le c te d  b y  C e n tr a l  P la n n in g  U n it ,  G o v e r n m e n t o f  

S ie rra  L e o n e  1974-75. D a ta  w e r e  o b ta in e d  f ro m  15 o f  th e  28  la rg e  

in d u stry ; th e s e  f irm s  a c c o u n te d  f o r  o v e r  9 0 %  o f  th e  la rg e  in d u s t ry

v a lu e  a d d e d .  C u s to m s  d a ta  o b ta in e d  f ro m  th e  g o v e r n m e n t.  S pec ific

ta r iffs  c o n v e r te d  to  a d  v a lo r e m  r a t e s  b a s e d  o n  c u r r e n t  f .o .b . p r ic e s .
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C o n su m er g o o d s  a n d  serv ices

W e  b e g in  w i th  t h e  b e s t  d o c u m e n t e d  a n d  l a r g e s t  c la s s  o f  e x p e n d i t u r e s ,  n a m e ly  

c o n s u m e r  g o o d s  a n d  s e rv ic e s .  A l th o u g h  r u r a l  h o u s e h o ld  e x p e n d i t u r e  s tu d ie s  

a r e  n o t  u n c o m m o n ,  th e y  ty p ic a l ly  d o  n o t  d is t in g u is h  t h e  s o u r c e  o f  v a r i o u s  

c o n s u m p t io n  g o o d s  ( e .g .,  w h e t h e r  t h e  s h o e s  p u r c h a s e d  w e r e  m a d e  o v e r s e a s ,  in  

a  m a j o r  u r b a n  a r e a ,  o r  in  t h e  r u r a l  e c o n o m y ) .  I n v e s t ig a t io n s  w h ic h  d o  d r a w  

t h i s  d i s t i n c t io n  h a v e  b e e n  c a r r i e d  o u t  in  S i e r r a  L e o n e  ( K in g  a n d  B y e r le e ,  

1 9 7 8 ) , N i g e r ia ,  a n d  M a la y s ia  ( H a z e l l  a n d  R o e l l ,  1 9 8 3 ) .

I n  t h e s e  c o u n tr i e s ,  t h e  c o m b in e d  b u d g e t  s h a r e  o f  f o o d  e x p e n d i t u r e s  ( in ­

c lu d in g  a lc o h o l  a n d  to b a c c o )  r a n g e s  f r o m  tw o - th i r d s  t o  f o u r - f i f th s  o f  h o u s e ­

h o l d  s p e n d in g  ( T a b l e  9 ) . T h is ,  o f  c o u r s e ,  r e f l e c t s  m o d e s t  le v e ls  o f  p e r  c a p i t a  

i n c o m e  in  a l l  r u r a l  e c o n o m ie s .  T h e  l e s s e r  r e l i a n c e  o n  h o m e - p r o d u c e d  f o o d  in  

t h e  M u d a  a r e a  o f  M a la y s ia  a n d  t h e  g r e a t e r  r e l i a n c e  o n  f o o d  i m p o r t e d  f r o m  

o u t s i d e  t h e  r e g io n  a r e  t h e  j o in t  e f f e c t  o f  h ig h e r  i n c o m e  le v e l a n d  m o r e  

s p e c i a l i z e d  a g r i c u l t u r e .

A m o n g  t h e  g o o d s  a n d  s e r v ic e s  t h a t  m a k e  u p  th e  lo c a l  n o n f o o d  c a te g o r y  

a r e  t a i l o r - m a d e  c lo th in g ,  f o o tw e a r ,  h a ts ,  w o o d e n  f u r n i tu r e ,  p o t te r y ,  a n d  m a ts ;  

f i r e w o o d ;  s c h o o l in g  a n d  m e d ic a l  c a r e ;  d o m e s t ic  s e r v a n ts ,  la u n d e r in g ,  a n d  

h a i r d r e s s in g ;  f ilm s , e a t i n g  a n d  d r in k in g  o u t ;  r e p a i r s ,  im p r o v e m e n t  a n d  c o n ­

s t r u c t i o n  o f  h o m e s ;  p u b l ic  t r a n s p o r t  a n d  t h e  o p e r a t io n  o f  o w n  t r a n s p o r t .

I n  a ll  t h r e e  c o u n t r i e s ,  th is  lo c a l  n o n f o o d  c a te g o r y  h a s  t h e  h ig h e s t  e x p e n ­

d i t u r e  e la s t ic i ty .  T h i s  m e a n s  t h a t  a  1 0 %  i n c r e a s e  in  h o u s e h o ld  in c o m e  in  

S i e r r a  L e o n e  w ill  l e a d  t o  a  j u m p  in  s p e n d in g  o n  lo c a l  n o n f a r m  g o o d s  a n d  

s e r v ic e s  e q u a l  to  1 4 % , t o  a  1 3 %  i n c r e a s e  in  t h e  G u s a u  r e g io n  o f  N ig e r ia ,  a n d  

t o  a  2 0 %  i n c r e a s e  i n  M u d a .  T h u s ,  w e  h a v e  s t r o n g  e v id e n c e  t h a t  r u r a l  n o n ­

f a r m  g o o d s  a n d  s e r v ic e s  a r e  n o t  in f e r io r ,  b u t  r a t h e r  h a v e  t h e  p o t e n t i a l  t o  

g r o w  m o r e  r a p i d l y  t h a n  a g r i c u l t u r a l  i t s e l f ,  p r o v id in g  a n  e x p a n d in g  s h a r e  o f  

a ll  r u r a l  e m p l o y m e n t .

I n d iv id u a l  c o m p o n e n t s  o f  t h e  n o n f a r m  c a te g o r y  h a v e  s h a r p ly  d i f f e r i n g  

e x p e n d i t u r e  e la s t ic i t i e s .  T h e  h ig h e s t  e la s t ic i t i e s  a r e  a s s o c i a te d  w i th  s e rv ic e s .  

T h u s ,  in  S i e r r a  L e o n e  th e  f ig u r e  f o r  t r a n s p o r t  is  1 .38  a n d  f o r  p e r s o n a l  s e r ­

v ic e s  a n d  c e r e m o n i a l  o u t la y s ,  2 .3 8 . B y  c o n tr a s t ,  t h e  e la s t ic i t y  f o r  m a n u f a c ­

t u r e d  p r o d u c t s  o r ig in a t i n g  f r o m  s m a l l - s c a l e  p r o d u c e r s  is  0 .8 6 .  I n  G u s a u  a n d  

M u d a  t h e  f ig u r e s  f o r  h o u s in g  c o n s t r u c t i o n  a n d  r e p a i r  a r e  1 .4 0  a n d  3 .0 2 ; a n d  

f o r  t r a n s p o r t a t i o n ,  1 .6 7  a n d  J .4 8 .

E la s t ic i t i e s  f o r  s p e c i f ic  m a n u f a c t u r e d  g o o d s  f o r  S i e r r a  L e o n e  a n d  B a n g la ­

d e s h  a r e  s h o w n  in  T a b l e  1 0 . T h e  B a n g la d e s h i  h o u s e h o ld s ,  a t  a  p e r  c a p i ta  

i n c o m e  o f  a b o u t  U S $ 1 0 0 ,  a r e  t h e  p o o r e s t  o f  t h e  f o u r  c o u n tr i e s  a n d ,  p r e s u m ­

a b ly ,  h a v e  t h e  s m a l le s t  b u d g e t  s h a r e s  d e v o te d  t o  n o n f o o d  i te m s .  B o t h  c o u n ­

t r i e s  h a v e  h ig h e r  i n c o m e  e la s t ic i t i e s  o f  d e m a n d  f o r  r u r a l  b a s e d  p r o d u c t io n ,  

r e l a t i v e  t o  t h e  p r o d u c t s  o f  l a r g e - s c a le  u r b a n  in d u s t r y .
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T a b l e  9 .  R u r a l  e x p e n d i t u r e  e la s t i c i t i e s  in  t h r e e  c o u n t r i e s

A v e r a g e  b u d g e t  s h a r e E x p e n d i tu r e  e la s t ic i t i e s

I te m

S i e r r a  N ig e r ia * 5 * * M a la y s ia 0 S i e r r a  N ig e r ia * 5 M a la y s ia 0

L e o n e a L e o n e 8

O w n  f o o d 4 7 5 6 2 7 0 .8 7 0 .8 8 0 .3 7

L o c a l f o o d 2 1 19 19 1 .06 1 .0 9 0 .7 6

I m p o r t e d  f o o d N A 5 2 1 - 1 .0 7 0 .6 5

L o c a l n o n f o o d 9 9 18 1 .4 0 1 .3 4 2 .0 5

I m p o r t e d

n o n f o o d N A 11 15 1 .1 6 1 .6 6

a S ic r r a  L e o n e :  a  n a t i o n a l  s a m p l e  1 9 7 4 , N  =  2 0 3 . ^ N ig e r i a :  t h e  

G u s a u  r e g io n  1 9 7 7 , N  =  3 2 1 . c M a la y s ia :  t h e  M u d a  r e g io n  1 9 7 3 , 

N  =  8 3 9 .

S o u r c e s :  S i e r r a  L e o n e :  K in g  a n d  B y e r le e  ( 1 9 7 8 ) ,  p . 2 0 4 ;  N ig e r i a  

a n d  M a la y s ia :  H a z e l l  a n d  R o e l l  ( 1 9 8 3 ) ,  p .  2 8 .

G r o w t h  in  f a r m  a n d  n o n f a r m  r u r a l  e m p lo y m e n t  h a s  f o l lo w e d  t h e  p a t t e r n  

p r e d ic te d  b y  t h e s e  e x p e n d i t u r e  e la s t ic i t ie s .  H o w e v e r ,  t h e  c o m p o s i t i o n  o f  

n o n f a r m  a c t i v i t i e s  l ik e ly  d i f f e r  f r o m  t h a t  s u g g e s t e d  b y  t h e  e la s t ic i ty  c o e f f ic ­

i e n ts . E x p e n d i t u r e s  o n  r u r a l  m a n u f a c t u r e r s  w ill  b e  lo w e r  a n d  e x p e n d i t u r e s  

o n  s e r v ic e s  ( p a r t i c u l a r ly  t r a d e  a n d  t r a n s p o r t a t i o n )  w ill  b e  h ig h e r  t h a n  p r e ­

d ic te d .

B e g in n in g  w i t h  m a n u f a c t u r e r s ,  t h e  in i t i a l  r a n g e  o f  a  r u r a l ly  s u p p l i e d  g o o d  

w ill b e  l a r g e r  o r  s m a l le r ,  d e p e n d in g  u p o n  c r a f t  t r a d i t i o n s  a n d  t h e  e n t r e p r e ­

n e u r i a l  e n d o w m e n t  ( e .g . ,  i t  t e n d s  t o  b e  l a r g e r  in  A s i a  t h a n  in  A f r i c a ) .  B u t  

in  a ll  c o u n t r i e s ,  a s  p e r  c a p i t a  i n c o m e  r is e s ,  t h e r e  i s  a  s h i f t  in  l o c a t io n  f r o m  

v illa g e  t o  r e g i o n a l  to w n  a n d  m e t r o p o l i t a n  a r e a .  A l t h o u g h  t h e  r u r a l  p r o d u c e r

h a s  a n  a d v a n ta g e  in  le s s  e x p e n s iv e  l a b o u r  a n d  p r e m is e s ,  im p r o v in g  r u r a l

r o a d s  p r o g r e s s iv e ly  d i m in is h  t h e  n a t u r a l  p r o t e c t i o n  h e  e n jo y s  a g a in s t  u r b a n
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T a b ic  10. E x p e n d itu r e  e la s t ic it ie s  o f  ru ra l h o u se h o ld s  fo r  

v a r io u s  s m a ll a n d  la r g e  e n te r p r ise  p r o d u c ts , S ie r r a  L e o n e  a n d  

B a n g la d e sh .

P r o d u c ts S ie r r a

L e o n e 3

B a n g la d e s h ^

F o o d

B r e a d  - s m a l l + 0 .6 9 +  1 .1 4 * 6

Clothing
D r e s s e s  a n d  p a n ts

T a i lo r in g ,  s m a l l + 0 .7 2 * + 0 .9 6 * *

C lo th in g ,  la r g e + 0 .5 9 d

I m p o r te d +  1 .49 + 0 .2 9

L u n g i

S m a ll d + 1 .61*

L a r g e
d

+ 1 .00*

S a r i

S m a ll
d

+ 2 .0 0 *

L a r g e
d

+ 0 .6 3 * *

S y n th e tic ,  la r g e
d + 1 .7 4 *

WoqsJ

F u r n i t u r e ,  s m a l l +  1.61* +  2 .0 0 *

Msud
A g r ic u l tu r a l  t o o ls  a n d  u te n s i ls

S m a ll + 0 .5 0 +  1 .06*

L a rg e + 0 .8 9 + 1 .2 9 *

A ll s m a l l - s c a le  in d u s t r y 6 + 0 .7 6 * d

A ll la r g e - s c a le  in d u s t r y 6 + 0 .3 3
d

a l n  S ie r r a  L e o n e ,  d a t a  ( 1 9 7 4 )  f r o m  2 0 3  r u r a l  h o u s e h o ld s  w e r e  f i t ­

t e d  i n to  a  m o d if i e d  f o r m  o f  a  r a t i o  s e m ilo g  in v e r s e  e x p e n d i tu r e  

f u n c t io n .  *’ln  B a n g la d e s h ,  d a ta  ( 1 9 8 0 )  f r o m  4 4 4  r u r a l  h o u s e h o ld s  

w e r e  f i t te d  in to  a  s e m i lo g  e x p e n d i tu r e  f u n c t io n  w i th  t h e  v a lu e s  in  

ta b le  e s t i m a te d  a t  m e a n  e x p e n d i t u r e  le v e ls . c * e s t im a te d  c o e f f ic ­

i e n ts  s ig n if ic a n t  a t  1 %  lev e l;  ** e s t i m a te d  c o e f f ic ie n ts  s ig n if ic a n t  

a t 5 %  lev e l. ^ D a t a  n o t  a v a ila b le . e F r o m  K in g  a n d  B y e r le e  ( 1 9 7 8 ) . 

S o u r c e s :  S i e r r a  L e o n e :  K in g  a n d  B y e r le e  ( 1 9 7 7 ) ;  B a n g la d e s h : B I D S  

( 1 9 8 1 ) .
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to w n s  w h e r e  t h e  l a r g e r  m a r k e ts  p r o m is e  h ig h e r  r e tu r n s ;  a n d  g r e a t e r  a v a ila ­

b ili ty  o f  m o r e  s k i l le d  l a b o u r  a n d  o f  c h e a p e r ,  m o r e  d iv e r s e  r a w  m a te r i a ls .  

P r o d u c t io n  in  t h e  to w n s , w h i le  c a r r ie d  o u t  in  u n i ts  f o u r  o r  f iv e  t im e s  th e  

s iz e  o f  t h e  r u r a l  p r o d u c e r ,  is  s t i l l  c o m p a r a t iv e ly  s m a l l - s c a le  a n d  l a b o u r  in ­

te n s iv e .

T o  th e  e x t e n t  la r g e - s c a le  p u b l ic  in v e s tm e n t  b u i ld s  u p  t h e  i n f r a s t r u c tu r e  o f  

r e g io n a l  to w n s ,  m a n y  e n t r e p r e n e u r s  w ill  lo c a t e  h e r e  a n d  t h e  o u tp u t  is  n o t  

lo s t  t o  t h e  l a r g e r  r u r a l  e c o n o m y . B u t  t o  t h e  e x t e n t  e n t r e p r e n e u r s  m ig r a te  

to  t h e  u r b a n  a r e a s  a n d  u r b a n  b a s e d  s u b s t i t u te  g o o d s —p la s t ic  u te n s i ls ,  s y n ­

th e t ic  te x t i le s —r e p la c e  t r a d i t i o n a l  p r o d u c t s ,  t h e  d e m a n d  f o r  r u r a l ly - p r o d u c e d  

m a n u f a c tu r e d  g o o d  w ill  fa ll .  B e c a u s e  th e s e  c h a n g e s —a lo n g  w i th  o t h e r  s h i f ts  

in  t a s t e  a n d  r e la t iv e  p r i c e s - o c c u r  o v e r  t im e ,  th e y  a r e  n o t  p ic k e d  u p  in  

c r o s s - s e c t io n  e x p e n d i t u r e  s u rv e y s . H e n c e ,  t h e  l a t t e r ’s  e x p e n d i t u r e  c o e ff i ­

c ie n ts  a r e  a n  o v e r e s t im a te .

E x p e n d i tu r e  s tu d ie s  m a y  a ls o  u n d e r e s t im a te  n o n f a r m  t r a n s p o r t  a n d  t r a d in g  

a c tiv it ie s ,  s in c e  m o s t  a r e  e m b e d d e d  in  t h e  p r ic e  o f  t h e  c o n s u m e r  g o o d s .  I f  

t h e r e  is  a  s h if t in g  a w a y  f r o m  v i lla g e - p r o d u c e d  g o o d s  t o  m o r e  d i s t a n t  s o u r c e s ,  

th e  s h a r e  o f  m a r k e t i n g  s e r v ic e s  w ill  r i s e .  H e n c e ,  i n f e r e n c e s  f r o m  h o u s e h o ld  

e x p e n d i tu r e  p a t t e r n s  m a y  u n d e r e s t im a te  t h e  g r o w t h  in  a g g r e g a te  r u r a l  n o n ­

f a r m  s e rv ic e s .

F orw ard an d  backw ard  lin k ages

T h e  tw o  r e m a in in g ,  s m a l le r  c a te g o r ie s  o f  e x p e n d i tu r e s  p e r t a in in g  t o  n o n f a r m  

a c t iv it ie s  a r e  p r o d u c t io n  o u t la y s  o n  f a rm  in p u ts  ( b a c k w a r d  l in k a g e )  a n d  e x ­

p e n d i t u r e s  o n  p r o c e s s in g  a n d  m a r k e t i n g  o f  a g r ic u l t u r a l  o u tp u t  f r o m  t h e  f a r m  

( f o r w a r d  l in k a g e ) .  P r o d u c t io n  in p u ts  (e .g . , c e m e n t  f o r  i r r ig a t io n  w o r k s ; f e r ­

t i l iz e r ,  ty p ic a lly  th e  la r g e s t  s in g le  in p u t  e x p e n d i tu r e ;  o t h e r  a g r ic u l tu r a l  c h e ­

m ic a ls ;  a n d  f o u r - w h e e l  t r a c to r s )  d o  n o t  o r ig in a te  in  th e  r u r a l  e c o n o m y . 

A ls o ,  a g r i c u l tu r a l  p r o d u c t s  a r e  p a r t i a l ly  p r o c e s s e d  in  u r b a n  a r e a s .  O n e  o f  

th e  fe w  s tu d ie s  t h a t  n e t t e d  o u t  in te r s e c to r a l  p u r c h a s e s  ( B e ll , H a z e l l ,  a n d  

S la d e ,  1 9 8 2 )  f o r  M u d a  f o u n d  t h a t  o n e - t h i r d  o f  t h e  in c r e m e n ta l  in c o m e  w a s  

d u e  to  b a c k w a r d  a n d  f o r w a r d  l in k a g e s ,  w h e r e a s  tw o - th i r d s  w a s  a t t r ib u ta b le  

to  c o n s u m p t io n  e x p e n d i tu r e s .

W h ile  lo c a l iz e d  f o r w a r d  l in k a g e s  g iv e  r i s e  t o  c o n s id e r a b ly  m o r e  v a lu e -
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a d d e d  th a n  th e  c o m p a r a b l e  a g r i c u l t u r a l  inputs**, th e  l a t t e r - p a r t i c u l a r l y  f a r m  

e q u i p m e n t - p l a y  a  u n iq u e  r o l e  in  t h e i r  p o t e n t i a l  im p a c t  o n  a g r i c u l t u r a l  p r o d ­

u c tiv i ty .  O t h e r  n o n f a r m  a c t iv i t ie s  s u c h  a s  t r a d i n g  a n d  t r a n s p o r t  s t i m u la te  

f a r m  o u tp u t  b y  r e d u c i n g  m a r k e t i n g  c o s ts ,  w h ic h  le a d s  t o  a n  o u tw a r d  s h i f t  in  

f a r m  le v e l  d e m a n d .  O n  t h e  o t h e r  h a n d ,  f a r m  e q u ip m e n t  i n p u ts  d i r e c t ly  

i n c r e a s e  y ie ld  p e r  a c r e  a n d  o u t p u t  p e r  p e r s o n .

T h e r e  a r e  tw o  c o m p o n e n t s  t o  t h e  n o n f a r m  s e c t o r ’s  p r o d u c t iv i ty  c o n t r i b u ­

t i o n  t o  a g r i c u l t u r e .  T h e  f i r s t  is  r e l a t e d  t o  t h e  r u r a l  f a r m  e q u ip m e n t  in d u s ­

t r y ’s  c a p a c i ty  f o r  i d io s y n c r a t ic  d e s ig n  a d a p t a t i o n .  I n  t h e  a n im a l  d r a f t  f a r m ­

i n g  s e c to r  o f  m a n y  A s ia n ,  A f r ic a n ,  a n d  L a t in  A m e r i c a n  c o u n tr i e s ;  t h r e e  o r  

f o u r  ty p e s  o f  p lo u g h s  a r e  u s e d ,  b o t h  f o r  b r e a k i n g  t h e  s o i l  a n d  f o r  s e c o n d a r y  

t i l la g e .  I n  T a iw a n ,  lo c a l  b l a c k s m it h s  h a v e  p r o v id e d  f a r m e r s  w i th  a  w id e  

a r r a y  o f  c h e a p ,  h ig h ly - s p e c i a l i z e d  i m p le m e n ts .  P r im a r y  t i l la g e  t o  o n e  s id e ,  

o n e  o f  e ig h t  s e c o n d a r y  t i l la g e  i m p l e m e n t s  i s  t h e  h a r r o w . T h e r e  a r e  1 1  k in d s  

o f  h a r r o w s :  t h e  c o m b  h a r r o w , t h r e e  k n i f e - to o t h  h a r r o w s  ( s t a n d a r d ,  b e n t  

f r a m e ,  f le x ib le  t o o t h ) ,  tw o  s p ik e  h a r r o w s ,  t h e  b a m b o o  h a r r o w ,  t h e  p u lv e r is i n g  

r o l l e r ,  t h e  s to n e  r o l l e r ,  t h e  ty n e d  t i l le r ,  a n d  d i s c  h a r r o w .  T h e  s t a n d a r d  

k n i f e - to o th  h a r r o w  h a s  1 2  r e g i o n a l  v a r i a n ts ;  w i d th ,  l e n g th ,  m a t e r i a l ,  n u m b e r  

o f  t e e t h ,  s h a p e  o f  t o o t h  b l a d e ,  a n d  m e t h o d  o f  a ff ix in g  t e e t h  a r e  a d a p t e d  t o  

lo c a l  t o p o g r a p h y ,  f ie ld  s iz e ,  s o i l  s t r u c tu r e ,  a n d  a v a i la b le  c o n s t r u c t i o n  m a t e r i ­

a ls .

I d io s y n c r a t ic  d e s ig n  a d a p ta t i o n  e n a b le s  f a r m e r s  t o  c o m p le te  a  t a s k - i n  

th is  c a s e  s e c o n d a r y  t i l l a g e - m o r e  q u ic k ly  ( h ig h e r  l a b o u r  p r o d u c t i v i ty )  a n d  

m o r e  e f f e c tiv e ly  ( h ig h e r  l a n d  p r o d u c t iv i ty ) .  M o r e  d r a m a t i c ,  b e t t e r  k n o w n  

e x a m p l e s  o f  i d io s y n c r a t ic  d e s ig n  a d a p t a t i o n  in c lu d e  I n d ia ’s  p o r t a b l e  i r r ig a t io n

O

° A  g o o d  o v e r v ie w  o f  s p e c i f ic  p r o d u c t i o n  i n p u t s  a n d  p r o c e s s in g  a c tiv i t ie s  

is  a v a i la b l e  f o r  T h a i l a n d  ( W o r l d  B a n k ,  1 9 8 3 ) . T h e  s h a r e  o f  a l l  m a n u f a c tu r in g  

v a lu e - a d d e d  d e r iv in g  f r o m  r ic e  m il l in g ,  r u b b e r  p r o c e s s in g ,  c a s s a v a  c h ip p in g ,  

t o b a c c o  c u r i n g ,  a n d  f r u i t  c a n n in g  t h a t  t a k e s  p l a c e  in  r u r a l  a r e a s  i s  m a n y  

t im e s  l a r g e r  t h a n  t h a t  o f  f a r m  e q u ip m e n t  a n d  a n im a l  f e e d .  F o r  a  m o r e  

g e n e r a l  t r e a t m e n t  o f  t h e  r e l a t i v e  s iz e  o f  f o r w a r d  a n d  b a c k w a r d  l in k a g e s  o v e r  

t h e  c o u r s e  o f  e c o n o m ic  d e v e lo p m e n t ,  s e e  S i m a n to v  ( 1 9 6 7 ) .
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p u m p , b a s e d  o n  v e r t ic a l  h ig h - s p e e d  d i e s e l  e n g in e s  m a d e  in  s m a l l  e n g in e e r i n g  

w o r k s h o p s ;  a n d  T h a i l a n d ’s  P r a p r a d a e n g  p o w e r  t i l l e r 9 .

T h e s e  la s t  tw o  e x a m p le s  a ls o  i l l u s t r a t e  t h e  s e c o n d  w a y  t h a t  r u r a l  f a r m  

e q u ip m e n t  p r o d u c e r s  r a i s e  a g r i c u l t u r a l  p r o d u c t i v i t y - b y  s u p p ly in g  in e x p e n s iv e  

p a r t i a l  m e c h a n iz a t io n  i n p u t s  w h i c h  b r e a k  l a b o u r  b o t t l e n e c k s  a n d  t h e r e b y  p a v e  

th e  w a y  t o  h ig h e r  c r o p p in g  in te n s i t y .  A d d i t io n a l  e x a m p le s  in c l u d e  s m a l l  

e le c t r i c  o r  g a s o l i n e  p u m p s ,  s m a l l  m o to r s  a t t a c h e d  t o  t h r e s h e r s  a n d  w in o w e r s ,  

a n d  b a c k p a c k  s p r a y e r s  w h ic h  i n c r e a s e  o u t p u t  p e r  a c r e  p e r  y e a r  a n d  l a b o u r  

in c o m e  t h r o u g h  h i g h e r  u t i l iz a t i o n  o f  m a n p o w e r  o v e r  t h e  e n t i r e  y e a r .

I n  s u m m a r y ,  t h e  r u r a l  n o n f a r m  s e c t o r  s t i m u la te s  a g r i c u l t u r a l  o u t p u t  in  

t h r e e  w a y s :  t h r o u g h  s u b s ta n t ia l  in c o m e  e f f e c ts  o n  f o o d  e x p e n d i t u r e s ,  t h r o u g h  

r e d u c t io n  o f  m a r k e t i n g  c o s ts ,  a n d  t h r o u g h  t h e  p r o d u c t iv i ty  c o n t r i b u t i o n  o f  

lo c a l iz e d  f a r m  e q u ip m e n t  m a n u f a c t u r e r s .

S U P P L Y  R E S P O N S E  T O  IN C R E A S I N G  D E M A N D

T h e  e x te n t  t o  w h ic h  t h e  i n c r e a s e  in  d e m a n d  d e s c r i b e d  a b o v e  w i ll  t r a n s l a t e  

in to  a n  e x p a n s i o n  in  r u r a l  n o n f a r m  o u t p u t  d e p e n d s  o n  t h e  s u p p ly  r e s p o n s e .  

I n  t h e  s h o r t - r u n ,  t h is  d e p e n d s  o n  t h e  a m o u n t  a n d  s o u r c e  o f  t h e  e x c e s s  c a p a ­

c ity  o f  e x is t in g  f i r m s .  I n  t h e  lo n g - r u n ,  t h e  k e y  d e t e r m i n a n t  is  t h e  b a r r i e r s  

c o n s t r a in in g  t h e  e x p a n s i o n  o f  e x is t in g  f i r m s  o r  t h e  e n t r y  o f  n e w  f i r m s .  T h e  

c u r r e n t  a n d  p r o s p e c t iv e  r e l a t i v e  e f f ic ie n c y  o f  s u b s t i t u t e  g o o d s  f r o m  s o u r c e s  

e x te r n a l  t o  t h e  r u r a l  a r e a  i s  a ls o  o f  c r i t ic a l  im p o r t a n c e  a s  d is c u s s e d  a b o v e .

S h ort-ru n  e x c e ss  ca p a c ity

W it h  r e s p e c t  t o  t h e  s h o r t - r u n  s u p p ly  r e s p o n s e ,  a v a i la b l e  e v id e n c e  in d ic a te s  

t h a t  t h e r e  is  s u b s t a n t i a l  e x c e s s  c a p a c i ty  a m o n g  t h e  r u r a l  n o n f a r m  e n t e r p r i s e s  

in  m a n y  d e v e lo p in g  c o u n tr i e s .  E x c e s s  c a p a c i ty  m e a s u r e s  a r e  d i f f ic u l t  t o  p r e ­

c is e ly  q u a n t i f y  a n d  s tu d ie s  in  d e v e lo p in g  c o u n t r i e s  a r e  p a r t i c u l a r l y  s p a r s e ,  

u s u a lly  l im i t e d  t o  l a r g e r  u r b a n  f i r m s  ( s e e  B a u t is t a ,  1 9 8 1 , f o r  a  d is c u s s io n  o f

9 T h e  c a s e  o f  t h e  p o w e r  t i l l e r  i n  T h a i l a n d  is  in s t r u c t iv e .  J a p a n e s e  

p o w e r  t i l le r s  f o r  p a d d y  c u l t iv a t io n  h a d  n o t  b e e n  w id e ly  a d o p t e d  o w in g  t o  

h ig h  p u r c h a s e  p r i c e .  A  lo w - c o s t  a d a p ta t i o n ,  d e v e lo p e d  b y  I R R I  in  t h e  

P h i l i p p in e s ,  w a s  i n t r o d u c e d  in  t h e  l a t e  1 9 6 0 s ; i t  d id  n o t  s u c c e e d .  T h e  

P r a p r a d a e n g  t i l l e r  w a s  d e v e lo p e d  lo c a l ly  a n d  im p r o v e d  t h r o u g h  a  p r o l o n g e d  

i te r a t io n  b e t w e e n  lo c a l  f a r m  u s e r s  a n d  t h e  e q u i p m e n t  p r o d u c e r s - t h e  f o r c in g  

h o u s e  o f  s u c c e s s f u l  a p p r o p r i a t e  t e c h n o lo g y —a n d  is  n o w  m a n u f a c t u r e d  b y  

m o r e  t h a n  4 0  s m a l l  f i r m s .
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th e se  stu d ies). H o w ev er, surveys o f  sm all rural m an u factu rin g  firm s con ­

d u cted  b y  M ich igan  S ta te  U n iv ersity  an d  h o st cou n try  resea rch ers in  five  

co u n tr ies have g en era ted  so m e  in fo rm a tio n  o n  m any fa ce ts  o f  th eir  op era ­

t io n , in clu d in g  e x c e ss  cap acity  (L eid h o lm  and  M ead , 1986; K ilb y  and D ’Z m ura, 

1 9 8 5 ). O n  th e  b a sis  o f  th e  resp o n ses o f  rural en trep ren eu rs to  th e  q u estio n  

o f  how  m any ad d itio n a l h ou rs th ey  w ou ld  o p era te  th eir  ex istin g  firm s if  

th e r e  w ere  n o  d em an d  o r  m ateria ls co n stra in ts, th e  e stim a tes o f  o v era ll ex ­

c e s s  cap acity  ran ged  from  18%  in E gyp t, 24%  in  H on d u ras, 35%  in  Jam aica , 

37%  in  S ierra  L e o n e , and  42%  for rural m an u factu rin g  firm s in  B an g lad esh  

(L ied h o lm  and  M ea d , 1986). E x cess cap acity  varied  b etw een  in d u stries and  

b y  lo ca tio n  in  ea ch  cou n try , b u t rarely  d ec lin ed  b e lo w  10% ; virtu ally  n o  sm all 

rural firm s in  th ese  co u n tr ies o p era ted  o n  m ore th an  a  sin g le  sh ift.

D em a n d  factors

W h at w as th e  prim ary so u rce  o f  th is  ex c ess  capacity? T h e  lim ited  survey  

ev id en ce  in d ica ted  th at rural en trep ren eu rs p erceived  th at d em an d  factors  

w e r e  m ore im p ortan t than  su p p ly  o n e s . In  Jam aica  and  S ierra  L eo n e , th e  

o n ly  tw o co u n tr ies in  w h ich  th e  q u estio n  w as a sk ed , over 80%  o f  th e  en tre ­

p ren eu rs rep o rted  th a t th e  lack  o f  d em an d  w as th e  prim ary so u rce  o f  th eir  

e x c e ss  cap acity . In  su ch  ca ses , d em an d -stim u la tin g  p o lic ie s  p lay  a  cen tra l 

r o le .

S u p p ly  sid e

R a w  m a te r i a l s  a n d  w o r k i n g  c a p i ta l .  O n  th e  su p p ly  s id e , lack  o f  raw  m ater ­

ia ls  and w ork in g  ca p ita l w ere  th e  m o st freq u en tly  c ited  so u rces o f  ex cess  

cap acity . A  co m m o n  ca u se  o f  raw  m ateria l sh o rta g e  for sm all rural firm s is  

th e  cou n try’s  fo re ig n  exch an ge reg im e, w h ich  d iscrim in ates aga in st th e  sm all 

p rod u cer (H a g g b la d e , L ied h o lm , and  M ead , 1986). T h e o th er  m ajor factor  

c ite d  w as a  lack  o f  w ork in g  cap ita l, g en era lly  th e  largest co m p o n en t o f  to ta l 

ca p ita l for sm a ll en terp r ises. T h ese  sh o rta g es o ften  occu r at in terva ls over  

th e  co u rse  o f  th e  y ea r . T h e  prim ary ex tern a l so u rce  o f  fu n d s is  advance  

p aym en ts b y  cu sto m ers, rath er than  co m m ercia l bank s or ev en  th e  in form al 

m ark et (K ilb y , L ied h o lm  and  M eyer, 1 9 84 ). A lth o u g h  in tern a l cash  flo w  gen ­

e ra ted  by th e  firm  ten d s to  p red om in ate , fu n d s a lso  arise  from  o th er  rural 

h o u seh o ld  e n te r p r is e s ^ . In con trast to  sp ec ia lized  farm in g h o u seh o ld s, th e

l^ F o r  a  d iscu ssio n  o f  th e  n ew  agricu ltu ral h o u seh o ld  m o d els, w h ich  

in c lu d e m u ltip le  a c tiv ities  b u t a lso  th e  in tegra tion  o f  co n su m p tion  and  

p rod u ction  a ctiv ities , s e e  S in gh , S q u ire an d  S trau ss (1 9 8 6 ).



S O U T H E R N  A F R I C A :  F O O D  S E C U R I T Y  P O L I C Y  O P T I O N S  2 9 7

p a t t e r n  o f  c a s h  f lo w s  f o r  r u r a l  h o u s e h o ld s  t h a t  a ls o  u n d e r t a k e  n o n f a r m  a c ­

t iv itie s  is  d i f f e r e n t .  T h i s  f a c i l i ta te s  i n te r n a l  c r o s s  f in a n c e  t h a t  r e d u c e s  r e ­

c o u r s e  t o  e x te r n a l  b o r r o w in g .  M e y e r  a n d  A l ic b u s a n ’s  ( 1 9 8 4 )  s tu d y  o f  th e  

c a s h  f lo w  o f  a  s a m p l e  o f  T h a i  r u r a l  h o u s e h o ld s  r e v e a le d  t h a t  n o n b o r r o w in g  

h o u s e h o ld s  w e r e  m o r e  h e a v ily  e n g a g e d  in  n o n f a r m  a c t iv i t ie s  t h a n  b o r r o w in g  

h o u s e h o ld s .

L a b o u r .  O n  t h e  o t h e r  h a n d ,  l a b o u r  is  g e n e r a l ly  n o t  a  b in d in g  s h o r t - r u n  c o n ­

s t r a in t  f o r  r u r a l  n o n f a r m  a c tiv i t ie s . T h e  d o m in a n c e  o f  t h e  s e a s o n a l  a g r ic u l ­

t u r a l  d e m a n d  f o r  l a b o u r  is  o f  k e y  im p o r ta n c e  in  u n d e r s t a n d in g  r u r a l  l a b o u r  

a c tiv ity . Y e t ,  o n e  m u s t  b e  c a r e f u l  n o t  t o  t r e a t  f a r m  a n d  n o n f a r m  e m p lo y ­

m e n t  a s  s e p a r a t e  e n t i t ie s .  P o l ic y  in te r v e n t io n s  m u s t  c o n s id e r  t h e  v e ry  c lo s e , 

o f te n  s y m b io t ic ,  r e l a t io n s h ip  b e tw e e n  t h e s e  tw o  l a b o u r  c a te g o r ie s  o v e r  th e  

a g r ic u l tu r a l  c y c le . T h e  e m p ir ic a l  e v id e n c e  in d ic a te s  t h a t  in  m o s t  c o u n tr i e s  

n o n f a r m  a c tiv i t ie s  c o n t i n u e  t h r o u g h o u t  t h e  y e a r . T h u s ,  n o n f a r m  e m p lo y m e n t  

c o m p e te s  s o m e w h a t  w i th  a g r ic u l tu r a l  e m p lo y m e n t  d u r in g  p e a k  f a r m  l a b o u r  

d e m a n d  p e r io d s .  H o w e v e r ,  s in c e  o v e r  t h e  s e a s o n s ,  f a r m  a n d  n o n f a r m  e m p lo y ­

m e n t  m o v e  in  o p p o s i t e  d i r e c t io n s ,  th e y  a r e  h ig h ly  c o m p le m e n ta r y .  F o r  in ­

s ta n c e ,  d a t a  f r o m  S ie r r a  L e o n e  ( B y e r le e ,  e t. a l . ,  1 9 7 7 )  r e v e a l  t h a t  d u r in g  th e  

s la c k  a g r i c u l tu r a l  m o n th s  n o n f a r m  l a b o u r  u s e  i s  n in e  t im e s  t h e  u s e  in  p e a k  

a g r ic u l t u r a l  p e r io d s .  T h e  f lu id ity  o f  la b o u r  b e tw e e n  s e v e r a l  a c t iv it ie s  o n  a  

s e a s o n a l  b a s is  s e r v e s  to  r e d u c e  o v e r a l l  v a r ia b i li ty  o f  l a b o u r  u s e  o v e r  t h e  

y e a r . F o r  e x a m p le ,  in  a  s tu d y  o f  f o u r  r e g i o n s  o f  T h a i la n d ,  t h e  c o e f f ic ie n t  o f  

v a r ia t io n  ( C V )  in  r u r a l  h o u s e h o ld s ’ u s e  o f  f a r m  l a b o u r  o v e r  t h e  y e a r  w a s  

0 .5 6 , b u t  d e c l in e d  t o  0 .2 1  w h e n  n o n f a r m  a c t iv it ie s  w e r e  in c lu d e d  ( N a r o n g c h a i  

e t  a l., 1 9 8 3 ) .  S im i la r  r e d u c t io n s  in  th e  C V  a r e  f o u n d  in  s tu d ie s  c o n d u c te d  in  

S i e r r a  L e o n e ,  N o r t h e r n  N ig e r ia  a n d  M a la y s ia  ( B a r n u m  a n d  S q u ir e ,  1 9 8 1 ). I n  

s u m m a ry ,  t h e  m a g n i tu d e  a n d  c a u s e s  o f  t h e  e x c e s s  c a p a c i ty  o b s e r v e d  in  m o s t  

r u r a l  n o n f a r m  a c t iv it ie s  in d ic a te s  t h a t  a  s ig n if ic a n t  s h o r t - r u n  s u p p ly  r e s p o n s e  

is  lik e ly .

L on g-ru n  b arriers to  en try

I n  t h e  lo n g  r u n ,  t h e  b a r r i e r s  t o  e n t r y  c a n  in f lu e n c e  t h e  s u p p ly  r e s p o n s e  o f  

r u r a l  n o n f a r m  e n te r p r i s e s - p a r t i c u l a r l y  c a p ita l ,  s k ill , a n d  e n t r e p r e n e u r i a l  c o n ­

s tr a in ts .

In i t ia l  c a p i t a l  c o n s t r a in t

H o w  s ig n if ic a n t  a r e  t h e  c a p ita l  c o n s t r a in ts ?  T h e  e m p i r ic a l  e v id e n c e  in d ic a te s  

t h a t  s u c h  b a r r i e r s  f o r  m o s t  r u r a l  s m a l l  e n te r p r i s e s  a r e  lo w , b u t  n o t  in s ig ­

n i f ic a n t in  s o m e  in s t a n c e s .  T h e  in i t i a l  c a p i ta l  r e q u i r e m e n ts  r e p o r t e d  in  m o s t  

s tu d ie s  o f  r u r a l  m a n u f a c tu r in g  e n te r p r i s e s  a p p e a r  q u i te  s m a l l ,  r a n g in g  f ro m  

U S $ 5 0  in  r u r a l  S i e r r a  L e o n e ,  U S $ 8 3 9  in  r u r a l  B a n g la d e s h ,  t o  U S $ 1 ,0 6 6  in
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rural J a m aica  (L ied h o lm  an d  M ea d , 1 9 8 6 ). H o w ev er, in  re la tio n  to  a v erage  

in c o m e s th e  ca p ita l b arrier  is  q u ite  la rg e  in  so m e  c o u n tr ie s . F or ex a m p le , in  

B a n g la d esh , th e  U S $ 8 3 9  o v era ll in itia l ca p ita l req u irem en t is  a lm o st six  tim e s  

th e  cou n try’s  p e r  cap ita  in co m e . T h e se  fig u res a lso  m ask  th e  w id e  v a ria tio n s  

in  in itia l ca p ita l req u irem en t b y  ty p e  o f  sm a ll e n ter p r ise . In B a n g la d esh , 

n ew  ju te  b a lin g  firm s req u ired  o v er  U S $ 1 3 ,0 0 0  in  in itia l ca p ita l, w h ile  o n ly  

U S $ 6  w a s req u ired  for n e w  rural m a ttress en terp r ises  (B .I .D .S ., 1 9 8 1 ). T h ere  

is  a lso  lim ite d  e v id en ce  th a t th e se  b a rriers a re  h igh er fo r  m an u factu rin g  th an  

fo r  m o st u n sk illed  serv ice  and  p e tty  tra d e  a ctiv ities . F o r  in sta n ce , F isse h a ’s  

(1 9 8 6 ) r ecen t su rv ey  o f  fo rest b a se d  a c tiv ities  in  rural Z a m b ia  rev ea ls th at 

th e  in itia l ca p ita l req u irem en ts fo r  th e  m ajor m an u factu rin g  a ctiv ities  w ere  

fiv e  tim e s th o se  fo r  th e  se rv ic e -r e la te d  o n e s . T h e fu n d s n e e d e d  to  e ith er  

crea te  o r  exp an d  th e se  e n terp r ises  are o v erw h elm in g ly  o b ta in ed  from  p er ­

so n a l sav in gs, g ifts , an d  in fo rm a l lo a n s  from  fam ily  o r  r e la tiv es. S tu d ies from  

S ierra  L e o n e , H a iti, B a n g la d esh , an d  J a m a ica  in d ica te  th a t o v er  80%  o f  th e  

in itia l ca p ita l fo r  rural m an u factu rin g  firm s c o m e  from  th e se  in tern a l 

so u rces, w h ile  a b o u t 90%  o f  th e  fu n d s u se d  for ex p a n sio n  are re in v ested  

p ro fits. T h ey  h a v e  little  a c c ess  to  fo rm a l cred it so u rces, p artly  tra cea b le  to  

p o licy  d iscr im in a tio n  a g a in st sm a ll firm s (H a g g b la d e , L ied h o lm , and  M ead , 

1 9 8 6 ), an d  ra rely  d o  th ey  u se  th e  in fo rm a l cred it m ark et. T h u s, la ck  o f  

ca p ita l a p p ea rs to  act a s  a  p artia l b arrier  to  th e  en try  o f  n ew  firm s in to  

so m e  ty p es o f  ru ra l n on farm  en ter p r ise s . H o w ev er, g en era lly  th e se  b arriers  

a re  n o t u n d u ly  h igh , so  th ey  sh o u ld  n o t ser io u sly  co n stra in  th e  ex p a n sio n  o f  

th e se  a ctiv ities.

H u m an  ca p ita l co n stra in t

W h at o f  th e  h u m an  ca p ita l co n stra in ts th at m igh t lim it an  ex p a n sio n  o f  rural 

n on farm  firm s?  E v id en ce  from  v a r io u s sm a ll rural en ter p r ise  su rveys in d i­

c a te s  th a t fo rm a l ed u c a tio n a l b a rr iers to  en try  a re  lo w . H o w ev er , in  m any  

co u n tr ies, th e  in fo rm a l a p p ren ticesh ip  sy stem  o r  o n -th e-jo b  tra in in g  p lay  a  

k ey  r o le  in  sk ill fo rm a tio n . T h e  p ro p o rtio n  o f  rural m an u factu rin g  p ro p rie ­

to r s  w h o  w ere  a p p ren tices o r  o n -th e -jo b  tra in e e s  w as 90%  in  S ierra  L eo n e , 

75%  in  J a m a ica , 52%  in  H o n d u ra s, an d  50%  in  E gyp t (L ied h o lm  an d  M ead , 

1 9 8 6 ). T h e  p e r io d  o f  in fo rm a l tra in in g  w h ich  d e fin e s  th e  len g th  o f  th e  g e s ­

ta tio n  p er io d  fo r  n e w  ca p a city  v a r ie s  m ark ed ly  b y  ty p e  o f  en terp r ise . F or  

ex a m p le , in  S ierra  L e o n e , it va ries from  o n e  year in  g ara  (tie -d y in g ), to  fou r  

y ea rs in  m eta l w ork in g; w h ile  in  E gyp t th e  tra in in g  p e r io d  ra n g ed  from  o n e  

m o n th  in  h a t-m a k in g  to  th r ee  y ea rs in  sh o e -m a k in g  (D a v ie s , e t.  a l . ,  1 9 84 ). 

In  g en era l tra in in g  is  a  m o re  s ig n ifica n t en try  b arrier  in  m an u factu rin g  than  

in  p etty  tra d es o r  s im p le  serv ice  a c tiv itie s . F isseh a  (1 9 8 6 ) rep o rts th at in  

rural Z a m b ia  o n ly  16%  o f  th e  se rv ic e  an d  v en d in g  en trep ren eu rs h ad  tra in in g , 

com p ared  to  82%  fo r  m an u factu rin g  en trep ren eu rs.



S O U T H E R N  A F R I C A :  F O O D  S E C U R I T Y  P O L I C Y  O P T I O N S  2 9 9

In  su m m ary , a ll th e  in g red ien ts  a re  p resen t for a  h igh ly  c o m p etitiv e  sy s ­

tem  th a t r e sp o n d s q u ick ly  to  ch a n g es in  co n su m er  d em a n d . T h e  ex p a n sio n  

se q u e n c e  is  a s  fo llo w s: an  in c re a se  in  d em a n d  lea d s  to  a  p r ice  r ise  w h ich  in  

tu rn  w id e n s en trep ren eu r ia l ea rn in g s, th ereb y  a ttra ctin g  a la rg er  su p p ly  o f  

a p p ren tices an d  so o n -to -b e  in d e p e n d e n t p ro d u cers. In tern a l so u r c e s  p ro v id e  

th e  c a p ita l to  ex p a n d  ca p a c ity , w h ich  d riv es d o w n  p r ice s  a n d  p ro fit.

G R O W T H  IN  R U R A L  N O N F A R M  A C T IV IT IE S

H a s rural n on farm  activ ity , in  fa ct, b e e n  in crea sin g  o v er  tim e?  A g g r e g a te  

sta tistic s  in d ica te  th a t it g e n e r a lly  h a s. A n d e rso n  an d  L e iser so n ’s  (1 9 8 0 )  

a n a ly sis o f  IL O  seco n d a ry  d a ta , sh o w ed  th at b e tw e e n  1959  an d  1970, th e  e m ­

p lo y ed  rural la b o u r fo rc e  in c re a se d  fa ster  th a n  th e  a g ricu ltu ra l la b o u r  fo rc e  

in  a ll r e g io n s  e x c ep t L a tin  A m er ica . S p e c ific  d a ta  fo r  n in e  c o u n tr ie s  

rep o r ted  b y  C h u ta  an d  L ied h o lm  (1 9 7 9 ) r e v ea l th a t th e  p ercen ta g e  o f  th e  

la b o u r fo r c e  e n g a g ed  in  n on farm  w ork  h as r ise n  in  a ll o f  th e m . T h e y  a lso  

rep o rt th e  fo llo w in g  an n u a l g row th  ra tes in  n on farm  ru ra l em p lo y m en t: 

K o rea  1 9 6 0 -7 4  at 3 .2% , T a iw a n  1 955-66  a t 9 .4% , K en ya  1 969-75  a t 8 .8% , 

M e x ic o  1 9 6 0 -7 0  a t 5 .6% , Iran  1 9 5 6 -7 2  a t 4 .8%  an d  In d o n esia  1 961-71  a t 5 .5 % .

T h e r e  a re  im p o rta n t v a r ia tio n s in  th e  g ro w th  r a te s b y  ty p e  an d  s iz e  o f  

e n ter p r ise . F o r  ex a m p le , tim e -se r ie s  d ata  o n  d iffe r en tia l rural g row th  ra tes  

by firm  s iz e  a re  sp a rse , b u t lim ite d  in fo rm a tio n  o n  rural in d u stria l gro w th  

ra tes a re  n o w  a v a ila b le  fo r  firm s em p lo y in g  from  1 to  5 0  p erso n s in  In d ia  

(1 9 6 1 -7 1 ) an d  S ierra  L e o n e  (1 9 7 4 -8 0 ) (L ied h o lm  an d  M ea d , 1 9 8 6 ). T h e se  d a ta  

in d ica te  a  d irect re la tio n sh ip  b e tw e e n  th e  gro w th  r a te s an d  firm  s iz e . F or  

ex a m p le , in  b o th  co u n tr ie s , th e  gro w th  in  th e  n u m b er o f  rural in d u stria l 

firm s is  h ig h est in  th e  10 to  4 9  e m p lo y e e  s iz e  ca teg o ry  an d  lo w e st in  th e  

o n e -p e rso n  firm  ca teg o ry . In d eed , in  S ierra  L e o n e , th e  n u m b er o f  o n e -  

p erso n  ru ral in d u stria l firm s a ctu a lly  d e c lin e d  d u rin g  th e  p er io d  c o v ered  b y  

th e  stu d y . S u ch  fin d in g s ten d  to  r e in fo rce  A n d e rso n ’s  (1 9 8 2 ) co n c lu sio n , 

th at h o u seh o ld , m a n u fa ctu rin g  fo r  th e  cou n try  a s a  w h o le  "tends to  d e c lin e  

first in  re la tiv e  an d  th en  in  a b so lu te  term s as in d u str ia liza tio n  p roceed s."  

M o reo v er , th e  g row th  r a tes w e r e  h ig h er  th e  la rger th e  s iz e  o f  lo c a lity  an d  

th u s, r e fle c t th e  sh ift to  p ro v in cia l to w n s n o ted  a b o v e.

C O N C L U S IO N

N on farm  a c tiv itie s  p ro d u ctiv e ly  a b sorb  a  la rg e  q u an tity  o f  ru ra l la b o u r an d  

p rov id e  a  m ajor so u rce  o f  in c o m e  to  a m ajority  o f  rural h o u se h o ld s . B e c a u se  

th ey  a re  th e  so u rce  o f  a  p a rticu la r ly  la rg e  sh a re  o f  su ste n a n ce  to  th e  ru ral 

p oor, th ey  h ave a su b sta n tia l im p a ct o n  red u c in g  in c o m e  in eq u a lity . A n  ex ­

c lu siv e  fo cu s  o n  lan d  refo rm  as so lu tio n  to  rural p o v erty  is  m ista k en .
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F in a lly ,  n o n f a r m  a c t iv i t ie s  a r c  n o t  o n ly  e f f ic ie n t  c o n t r i b u to r s  t o  G D P ,  b u t  

th e y  s t i m u la te  a g r i c u l t u r a l  g r o w t h  t h r o u g h  e ff e c ts  o n  in c o m e , f a r m  p r o d u c t ­

iv ity , a n d  m a r k e t i n g  c o s ts .

D i f f e r in g  p u b l ic  p o l ic ie s  w ill r e s u l t  in  a  la r g e r  o r  s m a l le r  r u r a l  n o n f a r m  

e c o n o m y . T h e  r e d i r e c t io n  o f  l a r g e - s c a le  p u b l ic  e x p e n d i tu r e s  to w a r d s  th e  

d e v e lo p m e n t  o f  i n f r a s t r u c tu r e  in  r u r a l  to w n s  is  o n e  p o t e n t  in te r v e n t io n  a v a i ­

l a b le  a n d  is  h ig h ly  d e s i r a b le  o n  o t h e r  g r o u n d s .  A  s e c o n d  a r e a  i s  t h e  c r e a ­

t io n  o f  a  g e n e r a l  p o l ic y  e n v ir o n m e n t  t h a t  is  a t  le a s t  n e u r a l  w i th  r e s p e c t  t o  

th e  s iz e  o f  e n t e r p r i s e s  ( H a g g b la d e ,  L ie d h o lm , a n d  M e a d ,  1 9 8 6 ) . F o r  in s ta n c e ,  

im p l ic i t ta r i f f s  o n  to o ls  a n d  e q u ip m e n t ,  r a w  m a te r ia ls ,  a n d  s p a r e  p a r t s  s h o u ld  

n o t  b e  h ig h e r  f o r  s m a l le r  f i r m s  t h a n  f o r  l a r g e r  f i r m s  a s  is  t r u e  in  m a n y  

c o u n t r i e s .  I n  a d d i t io n ,  g iv e n  t h e  s t r o n g  l in k a g e s , p o l ic ie s  a im e d  a t  i n c r e a s ­

in g  a g r ic u l tu r a l  o u t p u t  a r e  r e l e v a n t  t o  r a is in g  n o n f a r m  o u t p u t  a n d  e m p lo y ­

m e n t .  A t  th e  p r o je c t  le v e l , th e  n e w  le n d i n g  m o d a l i t ie s  f o r  c h a n n e l in g  w o r k ­

in g  c a p i ta l  t o  m ic r o - e n te r p r i s e s  s h o u ld  b e  p u r s u e d  ( K ilb y  a n d  D ’Z m u r a ,  1 9 8 5 ). 

F in a lly , t h e  s t r e n g th  o f  t h e  n o n f a r m  s e c to r  d e p e n d s  u p o n  th e  in fu s io n  o f  th e  

n e w  te c h n ic a l  k n o w le d g e .  R e s e a r c h  a n d  d e v e lo p m e n t  e x p e n d i tu r e s  n e e d  to  b e  

a im e d  a t  d e s ig n  u p g r a d in g  o f  f a r m  e q u ip m e n t ,  t r a n s p o r t a t i o n  v e h ic le s , a n d  

t r a d i t i o n a l  c o n s u m e r  p r o d u c t s ;  b e s t - p r a c t i c e  s u rv e y s  a n d  a d a p t iv e  r e s e a r c h  

a r e  n e e d e d  to  im p r o v e  e x is t in g  a r t i s a n  p r o d u c t io n  p r o c e s s e s .  I n  a l l  p r o b a b i l ­

i ty  t h e s e  s te p s  w ill  o n ly  b e  ta k e n  w h e n  th o s e  in  p o w e r  a r e  m o r e  fu lly  in ­

f o r m e d  o f  th e  s iz e  a n d  p o t e n t ia l  c o n tr ib u t i o n  o f  th e  r u r a l  n o n f a r m  s e c to r  

a n d  th e n  a r e  w i l lin g  t o  c o m m it  t h e m s e lv e s  t o  t h e  p o te n t ia l ly  h a z a r d o u s  ta s k  

o f  m o b i l iz in g  n e w  c o n s t i tu e n c ie s  a n d  p la c a t i n g  th e  o ld .
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