Towards Operationalizing Complex Development Approaches

By Winfried Manig*

1. Problem Setting

An analysis of the development process in the last decades shows that most of the
expectations could not be met. One important reason for the unsatisfactory success and,
often, for the expansion of social polarization and absolute poverty is likely to be the
theoretical approaches on which development policy is based. The commonly applied
one-dimensional development approaches did not succeed in delineating the conse-
quences of interfering with the complex system of interdependent social and physical
relationships and, therefore, do not supply an appropriate operational pattern.

If it is assumed that development, in its broad sense, means improving the living con-
ditions of all people in the Third World« countries, it is necessary that changes be effected
in society as a whole with a view to achieving this ultimate objective. But this also means
that the interdependences of specific social fractions should be taken into consideration
in the process of development and thus undesired side effects could be avoided. There-
fore, the concepts which are appropriate for intervening in the process and for evaluating
the consequences of interventions are only complex, well-balanced development
approaches per se.

Since the majority of the population in most of the developing countries lives in the rural
areas, and migration to urban centres is not considered to be desirable for political,
economic, and social reasons, the development of these regions is a necessity dictated by
the conditions. For influencing rural development, similarly to the above-mentioned
argument, only multi-dimensional and multi-sectoral complex rural development con-
cepts are appropriate which, in turn, are sub-systems of approaches affecting the whole
society. Since a few years. such a complex concept for rural regions has been under
discussion as »Integrated Rural Development Approach« (IRD). Although all the
aspects and consequences of this approach are not yet evident and undisputed, it basi-
cally involves all the relevant segments of societies in which changes should be effected in
a complex system.

However necessary such an extensive development concept is, on the one hand, it is not
possible to use it directly and immediately as an operational guideline for practical

*  The author is indebted to Frithjof Kuhnen und Hartwig de Haen for helpful comments on an earlier draft.

t  Seealso the criticism in (46, pp. 6 ff.). The interdependence of the various social sectors which are sometimes
considered in their change as preconditions for developing other fields such as agrarian reforms ought not to
be used as a pretext and excuse for inactivities (8, pp. 3 ff.).
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development policy.' Since all activities are subject to spatial and temporal limitations

(which also depend upon the resources), that is, everything cannot be changed every-

where at the same time if influence is exercised, there are two (!) possibilities of solving the

problem if the complex approach is adhered to:

- on the one hand, the comprehensive concept can be used as a framework for assess-
ing the consequence of single approaches.

- on the other hand, it is possible to disaggregate the complex approaches (here, the
IRD) into individual strategical sectors and to make them operational while largely
adhering to the overall concept.

In this contribution, the second possibility will be examined in a few sectors considered
to be essential and which, at the same time, have strategical functions for others. On the
one hand, the elaboration of a settlement pattern which is appropriate for development
in the rural areas in developing countries is considered to be of equal importance. On the
other hand, adjusted sectoral, spatial, and temporal investment patterns are likely to be
important under the strategical aspect. but only a combination of both allows decision
patterns referring to space and time in the terms mentioned above. To that end, Nurske’s
strategy of »balanced growth« (39) and Christaller’s central place theory (9) are inte-
grated in their relevant elements.?

In the following, a few aspects of the IRD-concept will therefore be dealt with briefly,

and important problematical elements resulting from a combination of the two

approaches within the framework of rural development then discussed. Indeed, it is
obvious that, in its scope, the combined approach discussed here transcends the concepts
of rural development.

2. The Integrated Rural Development Concept

As yet, the IRD concept is not a closed set of statements on fields in which changes are
effected and their relations.’ There are serious differences regarding definitions, diver-
gences as to the implications of the concept, and, especially, the consequences at the
operational level in practical development policy. Despite these problematical aspects, a
few important components of the concept can be postulated. The approach basically
assumes the recognition of a complex system in the development process into which all
fractions of the society are integrated. In that respect, the concept should be seen as a
goal for integrating marginal groups into the overall society* since development can only
take place if all the groups are integrated. On the other hand, the IRD concept is also
a methodological approach (26, pp. 137 ff.) towards an integral change by exercising

2 It is assumed that the two approaches, even in their elaboration by other authors, are known in their main

parts.
Here, reference can only be made to the abundant literature. See, for example 23; 26; 28; 47; 56).

4 See especially the publications of the World Bank, e.g. 55.
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influence on the whole system and its components, that is, a complex concept of well-

balanced measures taking the complementarity of the sub-systems into account. It is true

that there is no unequivocal evidence of its implications and consequences as a method-

ological approach. But, in principle, the concept should be appropriate for achieving

simultaneously the basic development goals’ in the rural areas in developing countries.

Further, the discussion focusses on the aspect of the concept as a methodological

approach.

Substantially, the rural development process calls for changes in the following problem

areas:

- the economic development of rural sectors including their relations with the national
and international economic system;

- social mobilization and development;

- political development;

- changes in the system of values, norms, and attitudes.

These changes, influenced by a well-balanced system of measures (26, pp. 142 f.), should

be effected while taking the available resources, the existing social and economic sys-

tems, and the historical experiences of the people concerned into consideration. There-

fore, these are no universal ways and means of achieving the goals. In the process of

change, the following factors are especially important:

- Structural changes in the economic system, especially regarding the access to pro-
ductive resources and to an increase in productivity.

- Organization of adjusted allocation systems.

- Establishment of a system of political cooperation.

- Creation of an adjusted settlement structure including the necessary infrastructural
institutions.

- Creation of employment opportunities in the rural areas whereby technological prob-
lems are of importance.

- Establishment of economic, social, political, educational, and other institutions of
rural development as change agents.

From the multiple spheres in which changes are necessary, relevant components which

are essential under the strategical aspect should be selected for operationalization. The

following are considered to be of a crucial importance for the IRD concept under the

strategical aspect:

- decision patterns for investments in rural areas;

5 Basicdevelopment goals are:
- economic growth
— employment
~  equity
- participation
- independence
- cultural integrity.
Simultaneous efforts should be made in all societies to achieve these goals. Indeed, the priorities will differ in
the individual countries (48; 30; pp. 22 ff. and the literature quoted there).
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- settlement structures; and
- the economic, social, and political institutions, here, especially in connection with the
first two components, their spatial distribution.

It is presumed that the objectives in the rural development process which, among others,
means integrating marginal population groups, mobilizing them and allowing them to
participate, can be achieved more realistically in all fields under the conditions prevailing
in the developing countries only with the help of a decentralized approach.® The multiple
decisions which are necessary are likely to make an excessive demand on a central
decision-making system. Altogether, this means establishing a decentralized decision-
making structure (26, pp. 146 ff.) in all fields” which, consequently, calls for an appro-
priate spatial structure. However, appropriate models are required for establishing sparial
structures and, thus, for locating decision-making institutions in all fields (economic,
administrative, political services) on the one hand, and for sectoral investment decisions,
on the other hand. Such models could result from the already mentioned combination of
the central place theory and the strategy of »balanced growth«.

3. Concept of a Combined Spatial and Sectoral Strategy for Rural Development
3.1 The Principle

With regard to rural development in the Third World countries, it was considered
essential to establish a decentralized decision structure for all spheres of life. This
requires the creation of a relevant spatial structure such as the establishment or expan-
sion of an appropriate settlement structure and the communication structure adjusted to
it. The settlements are then the locations for handicrafts, industrial enterprises, service
institutions, administration, and other institutions. The medium and subcentres distri-
buted in the rural areas then have the important function of stimulating development. It
can be ascertained that the impulses of decentralized industry and service-centres in the
rural areas alone are not strong enough to initiate or speed up development since the
economic and social structures in the rural areas and the distribution of power within the
rural regions and between the rural areas and the urban centres often restrain or prevent
a transformation process leading to development. This is why it is also indispensable to
establish specific service institutions of rural development (31). Such change agencies

6 Indeed, adhering to a decentralized approach demands a deliberate political decision and its enforcement by a
powerful government. For a central bureaucracy, decentralization means a loss of power and is, therefore, dif-
ficult to enforce since it is against their interests. On the other hand, decentralization encourages local auton-
omy and efforts to achieve autarky. The political realization of prescriptions for a decentralized rural develop-
ment has not yet been solved in the concepts.

7 Thus, the consequences and implications of unavoidable wrong decisions are mitigated. There are indications
that the economies, which decentralize the economic decision process, achieved, at long term, the highest
growth rates. Cf., for example, the People’s Republic of China, Taiwan, and Korea (cf. the World Bank sur-
vey in 36, p. 13).
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have a direct influence on the factors impeding development in the rural hinterland.

On the other hand, the locations of institutions in rural areas are also the nodes for
enterprises of the secondary sector. However, even the decentralized industrialization of
the rural areas cannot remove the above-mentioned structural restraints but only reduce
their influence because of the vicinity of these small and medium development centres to
the rural hinterland. The improvement of physical, institutional, and personal infrastruc-
ture is another important factor in that respect.

A basic pattern for a spatial decision structure or rather a model for explaining the
organization of space is Christaller’s (Ref. 9) central place theory and its elaboration
by other authors (see, e. g. 4). The theoretical pattern explains the spatial distribution,
location, and size of the settlements, the hierarchical interrelations and their functions.
The most appropriate organization for the development process is considered to be the
spatial structure determined in accordance with economic principles (market forces).® In
most of the developing countries, in the course of the historical process, the choice of
locations was very often determined by other principles® which created a spatial structure
impeding the present development. The central place theory is also a location theory of
the tertiary sector (6, pp. 110 ff.) although its scope reaches far beyond this sector, since
the locations are also those of enterprises of the secondary sector. This approach could
also be used as a decision aid for the spatial allocation of investments in other sectors.
An appropriate allocation pattern for decisions regarding decentralized sectoral invest-
ments in the rural development process is Nurkse’s strategy of »balanced growth< (39).
According to this approach, one of the causes of the slight propensity to invest is
the limited size of markets due to the lack of purchasing power. This is why, for tactical
reasons, a strategy for the balance of supply and demand is pursued in the consumer
goods sector with a view to improving the incentives to invest. Thereby, the investments
create their own market (Say’s theorem). Therefore, investments should be made in the
sectors which satisfy the potential demand (of masses). The heterogeneity of demand
determines the necessity of investing in numerous economic sectors (39, p. 12). These
multiple sectors, in turn, call for a tendency to reduce the size of operational units. The
benefits of the simultaneous growth of the consumer goods industry can only be realized
through the market because of the external effects.

Decentralized investments in the sector of consumer goods and the directly preceding
sector of investment goods as foreseen (see above) in the »balanced growth« investment
strategy imply the exercise of an active influence on the structures, norms, and values of

8 In addition to the market principle, Christaller considered that transport and administrative principles org-
anize space. Ldsch (Ref. 29) and Johnson (Ref. 20) found that these principles are special cases out of majority
of common reasons determining space. In reality, several of these principles produce an effect. Thereby, speci-
fic ones were determining the spatial organization in the historical context.

9 ». .. less developed countries (or areas) landscapes have been inadequately influenced by market forces and
considerably more affected by military, sacerdotal, juridical, or administrative forces.« (20, p. 3). »The ob-
vious consequence has been the development of structurally distorted and . . . stagnating landscape . . .« (21,
p. 7).
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the traditional societies in the rural areas. This influence reaches beyond the purely
economic creation of incentives by giving to the environment impulses for a decentra-
lized development which effect a change in the behavioural patterns of individuals. It has
already been mentioned that mechanisms such as service institutions are necessary for
realizing these impacts. In addition, service institutions assume the functions of provid-
ing services and utilities of a purely economic nature, especially for agriculture and
handicrafts, and should, therefore, be considered directly as instruments of the economic
approach in the strategy of »balanced growth«. Even in the case of such a decentralized
approach, the distribution of resources is unequal, since technical units cannot be divided
arbitrarily. Goods, advices, and other stimulating impulses supplied by the service insti-
tutions must, therefore, be concentrated, however, only to such an extent that the broad
mass of the population is given the possibility of participating.

The combination of the strategy of balanced growth and of the central place theory then
yields an integrated pattern of sectoral and spatial investment decisions. With regard to
the spatial allocation for investments, it would be expedient to retain the hierarchical
principle of distributing and organizing the settlements, as mentioned in the central place
patterns. Although the hierarchical system, according to the central place theory, was
developed for the tertiary sector only, with regard to the efforts towards industrial-
ization, it offers a spatial approach for allocating funds. The tertiary sector exercises a
decisive influence on the locational distribution of the other sectors and vice versa. This
means that places having central functions are appropriate because of the advantages
resulting from the agglomeration which this location offers as well as because of the
concentration of demand (at least potential demand due to the concentration of the
population). Industrial locations are likely to (or at least will tend to) assume tertiary
functions as well in the course of time (6, pp. 110 f.).

In the strategy of sectoral investment, the basic principle of allocation is considered to be
the structure and volume of demand for the appropriate products. In actual cases,
however, demand can still be too insignificant (low population density and/or low
purchasing power) despite the small size of the operational units. An additional criterion
for investment decisions is the utilization of existing resources in the regions concerned.
The processing of agricultural products for the local requirements as well as for satisfy-
ing demand at the national level and even on the world market can be mentioned as an
example. The investment pattern of balanced growth, which is based on potential
demand, should therefore be complemented by an approach based on the resource
availability, especially for creating purchasing power with a view to satisfying material
basic needs.

3.2 Some Empirical Findings
On the basis of the central place theory, dynamic concepts for a spatial reorganization

were implemented in a few countries in combination with an integrated rural develop-
ment approach. The aim was to supply the most diverse services in the rural areas in

10
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order to meet the minimum requirements. Adequate structures were established in
several countries by creating rural growth centres within the framework of rural develop-
ment planning. Thereby, decentralized nuclei of industrial development are located in
central places classified in a hierarchical order. The smallest decentralized growth
centres offer locations for industrial and service centres of a low level; that is, the
economic units should be small and the service centres carry out activities which can also
be offered in small units and for which there is a frequent demand. On a higher hierarchi-
cal level larger units carry out activities requiring a greater degree of concentration, etc.
In the two countries, /ndia and Pakistan, while taking into account the political and
administrative changes, an attempt is being made to implement, with the help of models
of location planning, programmes for an agricultural, industrial, and institutional devel-
opment within the framework of an integrated rural development. The various activities
for developing the rural areas, including the structural changes necessary to that end, are
included and coordinated in the decentralized development programmes of the »Inte-
grated Area Development Program«in India (see 49; 1; 2; 34, pp. 144 ff.; 35; 37; 53) and
of the »Integrated Rural Development Program’ in Pakistan (12; 21; 22; 41) under
functional (socioeconomic activities) as well as spatial aspects. Most of the programmes

are still in the pilot phase.
Integration implied the recognition that all development activities have a spatial aspect

since, in addition to the functional dimension, the location of an activity is also of
decisive importance. Since not all development promoting activities can take place or be
offered everywhere and to the same extent in every place, it is necessary to distribute
them horizontally (under the spatial aspect) as well as vertically (under the functional
aspect). Thus, development planning in these two countries follows, in its initial stages,
the concept of »balanced growth« (49, p. 2). But only when the balanced growth« develop-
ment strategy (sectoral distribution of investments) is rationally combined with the
central place patterns (concept of regional distribution) does an overall concept emerge.
Promoting industry in addition to developing the rural areas without integration, as is
pursued in India with the concepts of centralized establishment of capital goods indus-
tries and of community development programmes, turned out to be a failure (49, p. 1)
because the spatial components were ignored in the community development program-
mes. There is no doubt that this failure sped up the search for new concepts for develop-
ing the rural areas and contributed to the integrated rural development programmes.
According to the proportion to which development activities or rather service functions
for the rural areas are spatially distributed, the immediate result is a hierarchy of rural
centres as locations for handicrafts and industries or as suppliers of these functions for
the surrounding area. The hierarchy of the places is determined in the planning concepts
of the two countries by the degree of centrality of services and by their suitability as
location for settling decentralized industries. In order to use the development impulses of
the industry, the combination of the concept of decentralized industrialization and the
location model of the tertiary sector, the central place theory, seems to be a promising
alternative for development planning.
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The two above-mentioned countries try to integrate the locations of industry and service
functions on different hierarchical levels, the so-called rural growth centres, into the
development planning for rural areas.

In Pakistan, for example, according to available reports (12), the lowest level of rural
growth centres is the *Markaz¢ in which, in addition to service activities for the rural
hinterland, small-scale industries are also located (21, p. 2). Each Markaz serves 60-100
villages covering an area of 300-500 sq. miles (22, p. 5). In the hierarchical system, above
the »Marakaz« are the »Agrovilles« in which some of the middle-scale industries are
located. However, the exact functional levels, the size and distribution of the central
places in Pakistan’s rural areas are not determined although a few suggestions have been
made in that connection (21, pp. 5 f. and 26 ff.; 43).

In Israel, within the framework of the reorganization of the settlement structure, centres
of various hierarchical levels were created. The centres which were to supply the sur-
rounding, mostly cooperative production enterprises from various sectors (mostly agri-
culture) and the people living there with commodities and services (the so-called »B-
centres«) are located between the settlements and are usually uninhabited (38).

In Indonesia, within the framework of the »Area Development Project« (ADP) in West
Pasaman/Sumatra (24; 25; 17), the organization of the spatial structure according to the
central place theory is planned on the basis of the prevailing settlement structure. This
also includes the improvement of communications. Two centres were selected in that
region (»bi-polar integrated development¢). These should supply high quality services. At
a lower level, sub-centres and secondary sub-centres for supplying »normal¢ services or
rather services orientated towards meeting the basic requirements (*decentralized con-
centration() are foreseen. It is expected that the development of transportation will
expand the trading areas of central places and, at the same time, provide incentives for
increasing the productivity.

The expansion of the central places by providing them with economic, social, edu-
cational, and cultural service institutions and by developing a communication system
results in a considerable resource transfer into the region of Pasaman. According to the
obtained information, priority is no longer accorded to this distribution approach. The
economic sectors — according to the potential ~ should rather be identified, mobilized,
and promoted (approach based on resources). This means especially the development of
agricultural production and fisheries as well as handicrafts and small industries which
are still at the initial stage. This would mean a further step towards the goal of an
autonomous (and self-financed) development.

In other developing countries!® as well, approaches can be perceived whose objective is to
supply services and important commodities to the population by creating rural centres
partly within the framework of strategies aiming at satisfying the basic needs.

A factor which is common to all (!) approaches is that they, indeed, involve the func-

10 Thus, for example, for Tanzania (42, pp. 169 ff.), Kenya (3), Portugal (32, pp. 59 ff.), Malawi (10, p. 22).
The organization of Farmers’ Association in Malaysia and Taiwan also involve such aspects.
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tional aspects and the spatial distribution thereof, but leave out of consideration the
decision criteria for the sectoral and functional distribution (if at all, then only as a
negligible variable). That is, they focus their attention on the spatial components of
structures and processes. Therefore, these approaches lack an integrated sectoral and
spatial pattern for decisions regarding the activities and, thus, for investments. This
is intended to be a first attempt to integrate the two fields.

3.3 Elements and Limitations of the Combined Approach

The combination of the balanced growth strategy and the paradigma of central places
basically results in an integrated sectoral and spatial decision pattern for investments or
rather for central elements of development activities. To that end, however, further
definite components are required. Therefore, in the following, relevant elements from
the two approaches as well as the limitations of the combined approach will be discussed:

(1) Decision-making agents

One of the important questions when planning development is that of the competence of
the different institutions or persons with regard to decision-making. Selecting and fixing
the location of institutions of the tertiary sector, as outlined in the basic model in the
central place theory, means, for developing countries, that the decisions ought to be
made mostly by government institutions.!! The service structure (service institutions of
rural development) which is necessary for development will be planned and implemented
mostly by government offices. Guidance in the planning process as to the volume of
service institutions can consist in ascertaining the basic needs, on the one hand, and the
demands of the production sectors regarding an effective development (e. g., in agricul-
ture; extension, credit, marketing, etc.). Thereby, the places must be selected and then,
according to the hierarchical system, allotted various functions when they become the
locations of service institutions. The question as to who makes the decisions regarding
the location of trade supply institutions cannot, in contrast, be answered in definite
terms. This is likely to depend, to a large extent, upon the social and economic order.
Regarding investment decisions in the production sector (especially handicrafts and
appropriate industry), government often plays a dominant role, although there are
various alternatives. The location of operational units is largely predetermined, with
some exceptions, when it is selected within the framework of the central place patterns.
With regard to the distribution of the investment volume among the economic sectors
(distribution criteria, see below), the opinion is commonly held that the government

11 Since in most of the developing countries, the tendency is rather to centralize and concentrate (in this connec-
tion, see 7, pp. 22 ff.) that is, no hierarchical network of central places *spontaneously« emerges, it is necessary
that government institutions exercise an active influence on the organization and expansion of such networks.

13
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itself should make these decisions by investing.!? Accordingly, only government insti-
tutions are in a position, since they command the overall situation, to make the
»right« investment decisions according to a total plan. In contrast, Nurske and a few other
authors argue that the incentives of a balanced growth are not necessary for the
government to decide upon the distribution of investments. The balanced growth concept
as a model for the mutual, simultaneous inducement of investment decisions is pre-
cisely an approach promoting private investments in the >right« sector (40, p. 249).
In practice, it is necessary, for numerous reasons, that the government, by means of an
indicative plan, and specific initial investments into important strategical sectors (such
as, for example, the establishment of a service structure and the location decisions
necessary to that end but also in the infrastructural sector and, eventually, in the pro-
duction sector as well) determine the direction which will then serve as a guideline for
private investment activities. In principle, however, balanced growth is an approach
aiming at creating incentives for the private investment sector. At any rate, private
investors base their decisions on the private marginal productivity which is not identical
with the social marginal productivity due to external effects. For that reason, it is
necessary (see 14, pp. 267 f.) that the government infiuence investments so that the
decisions of the private economy guarantee as closely as possible the welfare of the whole
society.

Due to the necessarily great influence exercised by the government ('top-down¢ plan-
ning), the power of the bureaucracy is likely to increase in that concept. This is a percep-
tible phenomenon in most of the developing countries. It can therefore be assumed that
the administration, for the purpose of increasing its power potential, is favourable to
such an approach.

In reality, the necessary decisions go far beyond the capacity and competence of the
central government (14, p. 280; 16, p. 249 ff.). However, because of the necessity of
creating decentralized structures (see above), there is an opposite tendency to decrease
the concentration of power of the central administration. Necessary decisions at the
local or regional level are then made by the appropriate institutions (governmental,
semi-governmental, and private). Thus, the influence of central bureaucracies is reduced.
This is why it can be assumed that these would rather oppose a decentralized approach.

12 Especially Rosenstein-Rodan (44, p. 204; 45, pp. 393 ff.) in his big push« strategy akin to balanced growth, as-
sumes that a large number of minimum investments is necessary for initiating economic development. There-
by, these investments can only be effected with a central planning (in this connection and for assessing the
necessity of government planning, see 14, pp. 276 f.; 1S, pp. 534 ff.; 50, p. 24 and the literature quoted in each
of these publications).
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(2) Decision Basis.

The basis of investment decisions for several sectors is the development of demand for
the individual products. On the basis of the existing demand adjusted to production,'
the income elasticities of demand serve as a guideline for production growth and thus for
the necessary investments. In reality, this decision rule for the sectoral distribution of
investments should not be interpreted too closely. Income elasticities are more likely to
show a trend at long term (14, pp. 262 f.; 15, pp. 562 f.) since price relations, too, will not
remain constant. Therefore, it is neither necessary, nor purposeful to unconditionally
produce every commodity for which there is a demand (for the degree of diversification
in production, see below) (40, p. 252).

If the income elasticities of demand should serve as a rough guideline for investments,
the question should be posed how realistic this approach is with regard to the rural areas
in developing countries (and not there only). There, a large part of the population live on
a physical subsistence minimum. They have no productive employment opportunities
and, thus, no purchasing power which could exercise an influence on demand in the
terms mentioned above. Therefore, other criteria should be considered as a decision guide.
At this stage of development, adjusting the production of vital commodities to the basic
needs could be an important criterion.!* However, ascertaining the basic needs and the
investments which are necessary if those are to be satisfied can mostly be done by public
institutions alone since private investors will not invest into sectors where the social
marginal productivity (here, it should realistically be assumed that this is very high when
satisfying the basic needs) very strongly deviates from the private one.

(3) Diversification of Production

In fact, it is realistic to expand the size of markets through balanced growth only by
expanding the domestic market. The export market for most of the countries is limited
by the multiple import restrictions of the industrial countries.!* But, on the other hand,
precisely the concentration on the domestic market allows a strategy utilizing appro-
priate technologies which are capital-saving and create employment opportunities and
only allow a decentralized development approach. How far should a diversification of
production extend now? Nurske argues (40, p. 252; 15, p. 534) that not every commodi-
ty for which there is a demand ought to be produced. Thus, too many small units would
be created whose market is not large enough. It is much more a question of investing into

13 In developing countries, there are at present marked imbalances in the variety of products as compared with
the structure of needs and demand which should primarily be adjusted. But, consequently, this means an im-
balanced growth to equilibrate supply and demand.

14 The tremendous problems of delimiting basic needs and of implementing this concept can only be pointed out
here (see the relevant literature).

15 See the discussions in 15, pp. 529 ff. Among these, there are, of course, numerous exceptions for specific pro-
ducts.
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the important sectors of the consumer goods industry. Thereby, the degree of diversifi-
cation depends upon several factors such as the adequate economic size of enterprises,
their position in foreign trade, non-economic factors, utilized technologies which, among
others, are, on the whole, again a function of the stage of development.

An extensive decentralization utilizing appropriate technological methods of production
allows the organization of several small individual enterprises in the central places of
different hierarchical levels. Thus, the specific local and regional needs of the population
can much earlier be satisfied than in the case of a centralized development concept. On
the other hand, creating a sufficiently large number of employment opportunities secures
a broad dispersion of purchasing power which then influences demand. Thus, the cre-
ation of employment opportunities (and therefore of effective demand) is inherent in the
concept of balanced growth.

(4) Sectors of Investment

Investments into the sector of consumer goods in the balanced growth strategy conceived
by Nurske also implies expressis verbis the development of agricultural production at
least insofar as the production of foodstuffs is concerned (40, pp. 251 f.). Since the
expenditure for foodstuffs at a low level of development takes up a considerable share of
income, it is of the utmost importance to include the development of agriculture into this
strategy. With a view to satisfying the non-agricultural demand for foodstuffs (and raw
materials as well), agricultural production must exceed subsistence requirements which,
in turn, determine through the purchasing power the demand of the agricultural sector
for industrial products and, indirectly, the volume of employment in the non-agricultural
sector (52, p. 33). The above-mentioned interrelations are modified by the production of
agricultural commodities for export and/or by the import of foodstuffs.

Increased demand for foodstuffs as a result of higher total income can, in turn, only be
satisfied by investments and an increased productivity in the agricultural sector since
investments in other consumer goods industries draws labour away from agriculture.
Indeed, the growth rates of the different sectors depend upon each other but they are not
equal. According to the specific income elasticity of demand, the growth rate of the
individual branches differs and changes constantly according to the alternations in
demand.

The development of small-scale industries is of considerable importance in the balanced
growth strategy since these small enterprises can cope more rapidly and easily with the
deficiencies of underdevelopment and can better react to changes in demand regarding a
large number of products (52, pp. 34 f) and thus have a relatively high production
elasticity.

A few additional reasons, especially of economic nature, favour the decentralized indus-
trialization. The small operational units have only a limited market. In the initial phase
of investment, they find an insignificant purchasing power and, thus, demand. Moreover,
production in small units requires an insignificant share of fixed costs. The enterprises
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are run mainly with a high share of variable costs which, in turn, increases their degree of
adaptability (5, pp. 287; 54, pp. 155 f.). This tendency is further supported by the utiliz-
ation of appropriate technologies which means a low level of technology. These, in turn,
reduce the capital requirements for every place of employment. For such investments,
forms of capital can be used which are more easily accessible to individuals in the rural
areas, that is, which require less 'modern« capital in the form of imported investment
goods. For such investment decisions, it is usually not necessary to train entrepreneurs in
the modern sense.

On the other hand, in the case of a decentralized industrialization, the problems caused by
a deficient communication infrastructure hardly impede distribution. The enterprises are
localized in the vicinity of places where underemployment is seasonal and thus reduce
the costs of migration. Moreover, it is easier to organize and manage small enterprises,
and the consequences of initial wrong decisions are limited. The decentralized location of
industrial enterprises in rural areas facilitates the contact possibilities as well as the
possibilities of exercising influence with a view to developing the hinterland. Thereby,
however, the restrictions outlined in Chapter 3.1 regarding the transfer mechanisms
should be taken into consideration.

Nurske presumes the availability of a sufficient amount of capital in the developing
countries (39, pp. 30 f.). But precisely in the rural areas, there is a lack of capital
resources which can have various causes. With reference to the investment strategy, this
deficiency can, at least, be mitigated by using adapted, in this case, lower technological
standards.

(5) Regional Diversification

According to the approach of balanced growth, the advantages of this strategy can only
be realized through the market (internal and external savings). Thereby, until now, the
discussion has taken place at the national level and included partially the world market.
A concept for decentralizing decision structures means, consequently, because of the
insignificant capital requirements, that the infrastructure (especially communication
infrastructure) should not be oriented towards the national centres but towards a lower
level (e. g., regions). Thus, the market in the balanced growth strategy would comprise
the regions (of varying sizes in the individual countries) and so-called regional micro-
economic cycles would be created which could then be integrated partially into the
national and, eventually, in the cycle of world economy. Thus, the effects of balanced
growth on the market could be realized.!® The problem of reducing the size of the market
could be solved, here, by multiple small operational units. However, the amount of
internal savings of those units, because of the low levels of technology, would not be

16 Reducing the size of the market to the village level or further to the household level (meeting the subsistence
requirements) would not cause balanced growth to produce any effect and will not be dealt with further
although this, could, indeed, be relevant for reducing risks.
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considerably large. Growing tendencies of regional autarky or autonomy due to such a
decentralization will surely be rejected by the central governments of many developing
countries for reasons of national policy. Since a loss of influence and power of the central
administrative institutions and of politicians is also connected with decentralization, the
political implementation of the approach actually poses one of the most difficult
problems.

(6) A Few Counter-arguments

The development strategy of »balanced growth¢ has been criticized from many quarters,

however, without plausible arguments against this concept being put forward, especially

in comparison with other approaches (52, pp. 37 ff.). In addition, two counter-arguments
which refer directly to the present contribution will be dealt with:

- The simultaneous development of the whole consumer goods sector leads to an
uneconomical dispersion of already scarce resources. Especially the decentralized
establishment of several small capital-saving but labour-intensive production units do
not allow that, on the one hand, the advantages of external savings or of the »localiz-
ation and urbanization economies« (18, pp. 172; 19, p. 433) be made use of and, on
the other hand, the advantages of internal saving (economies of scale) would be lost.
The integrated development of a country, precisely the decentralized location of
industry according to the models of the central place theory offers a series of advan-
tages which, at least, compensate for the disadvantages mentioned above. At the
beginning of development, it is not intended either to introduce the highest techno-
logical levels of production which would therefore require a very large amount of
capital so that the advantages of agglomeration resulting from centralization would
not be excessive. On the other hand, consumer goods and processing industries have
an easier access to the lower levels of technology in small scale enterprises.

- For stimulating a process of growth, minimum impulses are necessary which, on the

whole, require a large amount of scarce production factors.
Precisely decentralized industrialization, with its multiple possibilities of influencing
and of giving impulses to an overall economic development, offers advantages which
do not allow an excessive increase in the requirements for production factors and,
here especially, capital. If appropriate »intermediate technologies,« which are opti-
mally localized in small operational units, are used, there will be a reduction in
capital requirements. However, for development, the scarcely available human capi-
tal actually means a bottleneck which does not specifically emerge in the strategy of
»balanced growth« but is a general phenomenon and characterizes the low level of
economic development.
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(7) Locations and Functions of Rural Centres

The application of the two development strategies in a combined approach calls for the
active expansion or establishment of central places of varying importance as develop-
ment centres in the rural areas. Until now, in many developing regions, no balanced
growth had been possible, among other reasons, because no centres were available for
locating service institutions,” handicrafts, etc. The settlements of varying size which
should be established then serve as location for handicrafts and industrial enterprises as
well as centres supplying commodities and services to the rural population and as the
seat of political and administrative institutions and organizations.

The distribution of decentralized locations for enterprises of the secondary sector in the
rural areas has the decisive advantage that the hitherto underemployed or unemployed
labourers from agriculture find work more easily and this in the vicinity of their places of
residence. They have the possibility of acquiring purchasing power and of coming for-
ward as buyers of the commodities produced in this sector and especially of foodstuffs.
The supply of industrial consumer goods stimulates, in turn, agriculture to extend its
supplies on the market. Since a spatial homogeneous distribution of industrial production
is hardly possible because of the high costs of production and distribution, decentra-
lized industrialization in rural central places is the opportunity which offers itself (33,
pp. 165 ff.). The industrial locations are themselves a criterion for the hierarchical pos-
ition of a central place, as a location for service institutions is not necessarily also a
location for industry, since optimal spatial distributions for production and supply
economy do not tally. Due to a series of advantages (e. g., urbanization effects), there
will, in practice, still be a combination (51, p. 165). If the appropriate technological
standards are taken into account, the locations emerge for the individual industrial
enterprises and handicrafts subject to the advantages of internal and external savings in
central places of varying hierarchical order and, thus, size. Small handicrafts and repair
workshops which can be decentralized find a location even in the rural sub-centres
whereas industrial enterprises and also handicrafts should mostly be established in rural
centres of a higher order up to the major urban centres. The lower limit of decentraliz-
ation is determined by the minimum size of the smallest operation unit in the secondary
sector (or rather the minimum supply in the tertiary sector) which, among others, is a
function of the technological standard.

When supplying the centres and their hinterland with central goods and services, there
are, as classically indicated in the central place theory, also hierarchical levels for
locating institutions in accordance with the degree of the centrality of the functions
assumed by these locations which, in turn, determine the position of the places in the
system. With regard to the economic development of agriculture, for example, branches
of banks and loan institutions of varying size and warehouses for supplying inputs to

17 See also the arguments put forward by Friedmann (11, pp. 14 ff.).
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agriculture find their location in the rural centres. Further, central places must assume
an important function as marketing centres for agricultural products and consumer
goods. Within the framework of a rural development strategy aiming at satisfying the
basic needs, the availability of and access to the economic, social, and educational
service institutions at the lowest hierarchical level of the settlement structure (small rural
centres, villages) are of crucial importance for meeting the demand and needs of the
mass of the rural population (32, pp. 59 ff.). Again, these institutions are closey linked
with the necessity of creating, at a decentralized level, employment opportunities in the
rural areas and thus with the necessity and possibility of increasing productivity and
income.

As in most of the countries until now, according to the pattern outlined above, there is
also a hierarchical differentiation in the political and administrative organizations. At
the lowest level of regional administration, direct, institutionalized mechanisms for coor-
dination with other development institutions such as, for example, rural development
societies, service institutions, parties, associations, and self-help groups, should be avail-
able for democratizing decision-making and decision-finding at this level and for adjust-
ing all activities. In this context, however, administrative organization is only of second-
ary importance.

If the rural central places are examined within the hierarchy with regard to their func-
tions, the following classification roughly emerges (cf. the diagram):

— Small rural centre: In the rural areas, this centre is the lowest level in the elaborated
system of development centres. Here, artisans and, eventually, small-scale industries
find their location. The size of the individual enterprises ought to be very small
proportionately to the limited market. With regard to the supply of central goods and
services, those offered are the ones for which there is a frequent demand, on the one
hand, and which can be offered even in small enterprises, on the other hand. Nat-
urally, in the surroundings and hinterland covered by these centres, there are several
places and hamlets which are not organized as centres.

- Medium rural centre (rural central places): Several small rural centres are subordi-
nated to a medium rural centre. These centres offer a location to handicrafts and
even to processing industries which make the most of the advantages of an agglomer-
ation. In the service sector, the medium rural centre is the location for commodities
and services of a higher order such as, for example, major branches of an investment
bank for agriculture and industry. Medium rural centres accommodate central
administrative units for the rural areas.

The important question for development planning regarding an appropriate spatial
structure is that of the criteria for selecting places in the rural areas as future central
places of varying hierarchical levels and their equipment with the functions discussed
above. Among others, it is precisely a characteristic of underdevelopment that no appro-
priate spatial structure for development exists or rather that this has been determined in
the past by other factors which now impede development (see 20; 21). But even the
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availability of appropriate structures always shows ex-post situations only'® and these do
not always allow statements on the future structural developments. In any case, here,
criteria should be involved which can provide information on the eventual future devel-
opment potential and possibilities.!® But even in industrial countries, this still involves
considerable problems of statistical as well as theoretical and methodological nature.

Allocation of Central Functions to Locations (Schema)'

Hierarchical Sector
Position of .
Central Places Non-agricultural Supply of Central Administration
Sector Goods and Services
Rural Hinterland | Handicrafts Branches of Supporting Village
4 InstiXutions Administration
. A A 4
: |
P pmmemem - et
: ' —=--—= l !
X f iTna¥ !
Small Rural Handlcrafts Small Primary Health Statlon/ Coun Y
Centre Processing Primary School/ Agr. Administration
Enterprises Input Supply/ Branch :
: of Bank/Agr. Market/
: Mass Consumer, Goods
: £
. . !
: . [
: r """""" k2t Badedl lialidiiadiadidad |
. r------ b I | Fe---- |
. \ A I, / vy v ''v v
Medium Rural Consumer Goods Supply Institutions in District
Centre In%ustry all Sectors/ Bank/ Administration
Centr‘il Market 4
: : '
: o
!
: )
Medium and Large CoXsumer Goods National Supply Provincial,
Urban Centre Industry Institutions National or
Central
Administration

1) In every case, only examples for a representative description were selected.
Legend :—»Directives in the direction of the arrow (direct subordination)

& — ¥ Institutionalized (formal) information channels or agreerents
upon activities

4°°® Informal information and agreements
Source: 31, p. 53.

18 This was (is), for example, also a crucial problem when selecting central places in the regional policy in the
Fed. Rep. of Germany. There, with the help of various methods for determining centrality, assumptions were
made which infer further developments.

19 As substitute indicators for the development capacity of places in an analysis on Lower Saxony in the F.R.G.,
the economic capacity and the favourable location were included in addition to the centrality of a place (see
13, pp. 74 ff.).
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In view of such problems which affect planning in developing countries, it is probably
legitimate to decide upon the selection and distribution of central places, at first norma-
tively, by taking the above-mentioned theoretical findings as a basis and then letting the
government institutions assign the necessary functions to these places. Naturally, the
settlement structure, the communication infrastructure, etc. hitherto should be included
into these mainly political decisions. However, the necessity of equipping the rural areas
at least with vital services is likely to be an important guideline just as their suitability for
locating industrial enterprises and handicrafts which can be decentralized so that such
spatial structures can be financed by these economic activities.?

Summary

Only comprehensive approaches provide an appropriate framework for assessment and
action with a view to influencing the development process. However, because of their
complexity, such approaches cannot be operationalized forthwith in terms of develop-
ment policy measures. An attempt has been made to operationalize the concept of
»Integrated Rural Development« by combining the central place theory and the invest-
ment strategy of »balanced growth¢«in decision patterns concerning the spatial, temporal,
and sectoral aspects which are considered to be important for the strategy. Conclusions
regarding an actual sequence of investments under various conditions, on the one hand,
and their spatial distribution, on the other hand, can be drawn from the combined
approach by establishing an appropriate settlement structure. In the present contri-
bution, the problems which the operationalization of the combined approach involves
and its limitations are discussed in detail.

20 Several other fields of development policy (e.g., agricultural price policy, taxation, structural chances, social
and income policy, institutional frame) have not been discussed here due to limited space.
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ABSTRACTS

Towards Operationalizing Complex Development Approaches
By Winfried Manig

There is no doubt that the disappointment of expectations placed in development policy
during the past decades can, to a large extent, be attributed to the lack of a comprehensi-
ve development strategy. A complex concept for developing the rural areas in peripheral
countries was then elaborated, resulting in the »Integrated Rural Development Appro-
ach« (IRD).

In this concept, rural development is understood as a sub-system of the development of
the overall society. With this approach, an attempt ismade to describe adequately the in-
terdependent processes of change in all sectors in the rural areas in order to be able to in-
fluence them according to the basic objectives. On the one hand, IRD is understood as a
goal intended to integrate all individuals into the development process; on the other
hand, the approach is also a methodological concept for intervention.

It is precisely the complexity of the approach which also constitutes its weakness. Since
the concept, as intended, should cover all the sectors of social change, it is too compre-
hensive as a practical directive for decision-making and action. Therefore, an operatio-
nalization of the approach, calling for a concentration on those activities which have es-
sential strategical functions and in which changes produce goal-orientated effects on ot-
her sectors, is required. In this contribution, spatial, temporal and sectoral investment
patterns, including settlement structure, are identified as such essential sectors. With a
view to obtaining an appropriate concept of activities for all sectors and the levels of ac-
tivity, die »Strategy of balanced growth« (Nurkse) and the »Central Place Theory«
(Christaller) are combined, in their relevant elements, into a strategy. The specific sec-
tors of this strategy are discussed with regard to the structure of decisions, the decisional
bases, the diversification of production, investment sectors, regional diversification, and
the distribution and function of rural settlements.
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