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1. Introduction
The Springfield Centre has been commissioned by the Office for Development Effectiveness (ODE) within the Australian Agency for International Development (AusAID) to lead a strategic review of Australia’s Overseas Development Assistance (ODA) investments in rural development. The review team is scheduled to finalise the review around May 2010.

The initial purpose of the study, as outlined in the Terms of Reference, was to evaluate the impact of Australian ODA investments in rural development on improving rural livelihoods for men and women, and increasing agricultural productivity. However, based on extensive stakeholder consultation
, the revised scope of the study is to undertake a strategic review of the effectiveness of ODA investments in rural development. 

The review process has two main phases (Figure 1). Phase 2 will cover the field visits to specific rural development experiences and final report development and presentations. Phase 1, the (current) inception phase, running from October 2009 to January 2010, is concerned with preparation for the later work and includes a number of related tasks, each of which will generate working papers for consideration by the review’s Advisory Group. Working Paper No. 1 reported on the outcome of initial discussions with key stakeholders and Working Paper No 2 presented the initial analytical framework that will shape the exercise – what the review will look at and what questions will be asked in doing so.

The paper contains a summary examination of international literature in relation to rural development. Its overall purpose is to highlight, in a concise and accessible manner, current international thinking and trends in rural development, so ensuring that the review as a whole takes cognisance of these. Just as the overall review has been refined in the process of the initial stages of the exercise, interpreting the terms of reference around the literature review has resulted in a particular focus for the task. Rather than consider the Australian experience – which other parts of the review deal with – this concentrates on relevant international literature related to rural development. In doing so, several caveats should be noted. First, this is a summary – there is no attempt here to provide a comprehensive ‘academic’ type study. Second, the review draws extensively (but not only) on the 2008 World Development Report (WDR)
, an exhaustive and insightful report which subsumes much recent literature (formal and ‘grey’). Third, the review does not seek to present the history of rural development – which is seen to outside its remit. 

The paper is structured as follows. Sections 2 and 3 outline key points in relation to the relevance and definition of rural development. Section highlights the main issues confronting agencies – what they should be focusing on to improve rural development outcomes. Section 5 builds on this to consider the main dilemmas/challenges in how agencies should operate. Finally, in Section 6, some brief conclusions summarise the paper’s main findings. 
2. The relevance of rural development
International literature confirms that the significance of rural development stems from two facts: first, most poor people live in rural areas, and second, rural (especially agriculture) development is recognised to be more pro-poor in character.

First, most poor people live in rural areas. According to the 2008 WDR, 75% of the world’s poor people live in rural areas.  People in rural areas are twice as likely to be poor as those in urban areas; poverty is still predominantly a rural phenomenon. It therefore follows that serious engagement in development aimed at reducing poverty has to include rural development.

Second, rural economic growth – and particularly agriculture-based growth - is relatively pro-poor. The overall positive relationship between growth and poverty reduction is generally accepted by agencies
. However, it is also recognised that the specific incidence of poverty reduction to economic growth although close to 1:1 in aggregate (ie distribution-neutral), does vary with type of growth. For example, growth based on labour-intensive processes, where labour markets are functioning well, is likely to be particularly beneficial for poor people. 
In this context, agriculture-based growth is acknowledged to be especially pro-poor. Detailed studies on China’s experience between 1980 and 2001
, when national poverty levels fell from 53% to 8%, showed that rural economic growth was far more important to national poverty reduction that urban economic growth. The most dramatic reductions took place in provinces where agriculture growth had been strongest and agriculture played a greater role than secondary or tertiary sources of GDP. Indeed, although rural development is not the same as agricultural development (see below), since 86% of rural people have agriculture as a key source of livelihood income, it is obviously a key influence within the rural development sphere.
This recognition of the importance of rural development does come in the context of growing urbanisation. According to current trends, the number of people in urban areas is expected to exceed their rural counterparts by 2020
. The inevitable growth of urbanised populations – which, although initially resisted by some agencies has now been accepted - has led some to conclude that more resources should be placed here. Others have argued that development has historically been biased against rural areas
. However, more generally, ‘rural versus urban’ is seen to be a false dichotomy and the close connections between each are emphasised. For example, the emergence of (urban) supermarkets
 potentially has major implications for the demand for food (growth in higher value/quality products) and the efficiency of (urban) trade infrastructure impacts on the international competitiveness of rural producers. The relevance of rural development is therefore undiminished by the growth in urban areas. Indeed, although the proportion of countries’ GDP accounted for agriculture can be expected to reduce as countries develop (typically to less than 10-15% from more than twice this level in low-income economies
, it (and the rural economy generally) remains a powerful driver of growth.
3. Defining rural development

Although referred to regularly in international literature, there is no universal definition of rural development. An overarching definition such as “development that benefits rural populations; where development is understood as the sustained improvement of the population’s standards of living”
 is probably one that most agencies would concur with, but it is also very limited. First, it requires that the term –‘rural’ – is defined. Second, it is a definition by objective rather than activity – and so begs the question of what is meant by ‘development’? 
There are a number of definitions of rural - or of rurality. The OECD defines rural with respect to population density – 150 people per square kilometre – but this fails to take account of proximity to urban areas. Other definitions have sought to be more discerning. Anriquez and Stamoulis
 note two related bases for these:
· a geopolitical basis – using existing political/administrative definitions of urban areas and then, by definition, deeming everything else to be rural.

· a population agglomeration basis – defining urban with respect to concentrations of households within a defined area and then, again, regarding the rest as rural.
Both of these are, however, slightly arbitrary. Agglomeration thresholds vary from one country to another – in Uganda 100 households are deemed to be an urban settlement, in Nigeria 20,000 – so limiting the comparability of data. More sophisticated measures and approaches have also been pursued in recent years. In Latin America a rurality indicator
 based on population densities and distance to a major city has been developed. Other efforts – notably the Global Rural Urban Mapping Project
 - have focused on using satellite imagery and census data.
Although some of these most recent innovations are clearly interesting, there is certainly no consensus on how to define rural/rurality - and no indication that this is close to being achieved.

The other part of the definition is even more problematic; ‘development’ is an even broader, more diffuse term. If it is seen to be all development activity that aims to reduce poverty and increase standards of living, that is, by definition, the full spectrum of development activity! This includes activity in the economic realm (agriculture, non-farm activity, mining, fisheries, forestry, services), factor markets (land, labour, finance) infrastructure services (water, irrigation, communication, electricity, energy, transport), ‘social’ services (education, health), governance (market-focused, public, association-based), environmental (natural resources, climate change), gender (economic, social) ….. in practice, the full gamut of development subjects are germane to rural development. Indeed, one of the most authoritative sources on rural development – the World Bank’s Agriculture and Rural Development (ARD) Department, which concentrates primarily on the economic sphere, lists twenty-two separate, substantial topics as being within its definition of rural development.
The scale and breadth of different activities that can (legitimately) be included in the rural development space raises questions over the utility of the term. If a precise and practical definition is difficult to achieve (both in terms of ‘rural’ and ‘development’) the purpose of the term is open to question. One common response to this definitional ambiguity is to conflate agriculture and rural (indeed agriculture and rural development commonly are placed in the same ‘ARD’ abbreviation) but as noted, while agriculture is actually a key part of the rural development world, it is not everything within it. Another is not to seek definitional clarity but to use the term in a broad descriptive manner – to denote a general commitment to development in rural areas – rather than a specific set of activities or approach. In practice, this appears to be the general way in which development agencies interpret the term.
4. The key issues: what should rural development be addressing
If international literature shows that there is considerable ambiguity and vagueness over what is meant by rural development, there is little doubt that, as a sphere of development, it is attracting more attention and resources. Rural development’s history has been ‘chequered’ with considerable fluctuation in the common perception of its importance (Box 1



). Certainly, for most of the last 2-3 decades, in part driven by a sense of failure in previous approaches (especially integrated rural development) and a move away from direct support to a more ‘enabling’ role for government and/or easier targets for direct state delivery in pursuit of MDG goals (in education and health), interest and investments in rural development has been in decline. World Bank lending for rural development peaked at $3.5bn in 1995 but had fallen to one-quarter of this level ($800m) by 2002. Official ODA support for agriculture in 1985 was around 17% of all ODA and less than half this figure in 2005. 

The position now has changed significantly. It is clear that rural development has a higher priority on the development agenda of agencies and governments than for many years. The reversal of the previous decline has been prompted chiefly by new fears over food security, especially the sudden food price increases of 2007-08, coupled with wider environmental and climate change concerns. In this context, the increasing budget allocation to rural development in AusAID is consistent with wider trends
.

Given the history and context of rural development approaches and the new appreciation of the importance of rural development, what is the prevailing thinking in terms of ‘where rural development is’? More specifically, what are the ‘big issues’ that need to be confronted in order to further advance rural development aims – raising incomes and reducing poverty? And how has learning from the past been manifested in current thinking?

As always in development circles, there is no neat consensus on these. However, there are a number of core issues that most commentators would agree are central to considerations of what agencies should focus on to bring about wider change. Five broad headings capture most of the topics under debate.

1. Access to markets
Poor rural producers generally find it difficult to access large markets for their products/commodities. Potentially, the growing global food markets and increasing demand for high value and processed products offer significant opportunities for them to increase incomes. The challenge is removing barriers so providing some of the basic preconditions to enable access. This includes:

· Transport infrastructure (especially roads). In aggregate terms, the economic impact of enhanced road infrastructure is positive in rural areas. However, beneath this overall benefit, there may be significant distributional effects, with the most able and resourced benefiting most from the new opportunities presented and others suffering (at least in the short-term) from the arrival of new competition. Complementary investments to support other services may be necessary to address the constraints poorer groups face. Concerns over the sustainability of road investments also requires looking beyond the direct provision of infrastructure itself to the related functions of road procurement, standards, construction, maintenance and financing.

· Modern contracting mechanisms between farmers and intermediaries that offer the prospect of smoother, better and more reliable prices and payment for farmers and therefore set the basis for more coordination and investment. Commodity exchanges, now increasingly being developed in Asia, potentially can deliver major benefits to farmers
. 

· Information services for the poor that allow them to respond to consumer demand and market changes. Information technology can reduce the costs of operating in thin markets. For example, the internet kiosks called e-Choupals in Indian villages have allowed farmers access information, purchase inputs and services and sell their produce. This increased transparency and reduced transaction costs.

· Certification systems for agriculture products. Consumer demands for assurances over food quality and safety and the growing power of supermarkets mean that the development of certification systems that are effective and inclusive is a key challenge.
2. The supply-side of the small-holder economy
Small-holding is the prevailing agriculture unit of operation in many countries, with more than 1.3bn people owning and working on smallholdings. The place of small holding, often close to a subsistence level, is particularly important in the context of more globalised markets which place them in a new competitive context, often exposing limitations in the cost and quality of their outputs. As well as highlighting the importance of access to consumer markets (see above), this also raises challenges (and opportunities) in relation to, the supply-side impinging on farmers. This includes a number of key factors.
· Inputs: appropriate combinations of high-yielding seeds, fertiliser, pest control and irrigation can exert a huge influence on productivity. But for access to be effective it has to be sustained, which requires that input supply networks – suppliers and retailers – are developed. Increasingly the development of ‘hard’ (inputs) and ‘soft’ (information/services) sources of supply for farmers are seen as overlapping concerns. Where input market systems work well they can become channels for information exchange around good practice issues. For this to happen, however, it may be necessary that more emphasis is placed on retailers’ role as ‘solution providers’ instead of ‘pushers of products’. 
For example, the Rockefeller Foundation has helped to certify rural retailers as ago-dealers in three African countries and link them to major input supply companies. Most Malawian farmers now source inputs from the network of private agro-dealers which reduces their travel time. They also receive extension services from the dealers.
 And the liberalisation of the cotton market in Zambia, after initial difficulties, resulted in two major private companies establishing a system of distributors linking small farmers leading to a tripling of production.

· Knowledge and information to farmers: the potential gains from research and development – for example, from new high-yielding varieties and improved crop management – are well-known and can be considerable. However, how to extend knowledge and information on improved practices to the mass of farmers to allow improved adoption and innovation remains a challenge. Traditional methods of doing so through government extension services, especially the “training and visit” model, are often costly and ineffective. Many attempts at developing traditional extension services have ended in collapse.
 Increasingly, agencies are exploring other methods of addressing this common information constraint and improving the overall information environment. This includes using new information services that use electronic media (especially radio), more information in commercial supply chains and mobile phone (or internet) technologies – for example one mobile phone operator in Bangladesh is now offering a ‘helpline’ to farmers with 100,000 callers every month
. Many of these services are private sector-led but require a more supportive and focused role from the public sector. This interaction between public and private sectors – the transition from public/basic research to private risk-taking and innovation – is often a difficult one. 
· Financial services: financial services are important both at a household level – to smooth consumption and provide a secure basis for planning – and at a productive level to support investment and growth. The last few years have witnessed growth in financial market coverage for poor people, largely from improved outreach through commercial providers but also from improved community-level savings and loan structures. Despite this progress there are still many constraints in financial services systems that impinge on rural people’s prospects. These range from an absence of tailored financial products for agriculture (e.g. value chain and contract-farming finance and weather-index insurance) to the still low coverage of mobile phone finance. Constraints to development vary but are typically related to supply-side knowledge and motivation, demand-side information and trust and, on occasion, the formal rules within which supply and demand take place. 
· Land: land reform has been the basis of improved agriculture performance in many countries (e.g. Vietnam) and is seen by some to be the key to a new wave of agricultural investment in China. How land systems function varies considerably from one location to another, particularly the operation of land held under customary tenure. In every case, however, the development task is to develop a framework that allows for both secure rights and efficient allocation of resources. In Ethiopia, the evidence suggests that tenure security increases investment in land but that different methods have different outcomes. For instance, legal land rights have more impact than registration without strengthened legal backing.

3. Science and technology:

Given the limitations on land, future agricultural growth must come through productivity gains. Enabling smallholders to benefit from innovations and tailoring innovations more to their needs could have hugely beneficial effects on their livelihoods. The key debate is how to achieve this – in particular the respective roles of the public and private sectors. There is little doubt that public investment in R & D that targets the specific agro-climatic conditions of different regions can stimulate major growth. For example, the Ghana Grains Development Project strengthened national research programmes through training local scientists and focusing on improving maize and cowpea varieties and management practices. Maize yields increased more than 40%.
 One key strand of future programming in rural development is likely to relate to strengthened and (largely) publicly-funded research, led by a new (and reformed) Consultative Group on International Agricultural Research (CGIAR)
.
However, how to provide such public support while at the same time developing an environment that stimulates private investment is more challenging. This relates both to issues such as intellectual property protection (for new seed), the design and enforcement of regulation and quality standards and the broader interface between public research and private sector growth.
4. Rural labour markets 
The WDR 2008 notes that, “making the rural labour market a more effective pathway out of poverty is a major policy challenge that remains poorly understood and sorely neglected.”
 For the poorest, labour is usually their main resource. The World Bank estimates that 20% of the agricultural labour force is wage labour but this proportion is increasing in most countries as the contribution of own-account smallholding reduces. Labour conditions and contracts therefore become important issues in considering how employment can reduce poverty. Agriculture will continue to be the key source of income for most poor people. Indeed, the move to more intensive agriculture (from smallholding) can further increase overall employment – depending on the crops grown. For example, vegetable production can require up to five times more labour than cereal. Moreover, some crops are more likely to be ‘gender-friendly’ – for example vegetables in Bangladesh - potentially enhancing the position of women in the labour market
 
The rural labour market, however, is not only concerned with agricultural activities. Non-agricultural activities constitute 30%-50% of incomes in rural areas In this context, building systems that allow smallholders to move out of farming and into other non-farm activities may smooth the transition to a more efficient and inclusive rural economy. Promoting this enhanced labour mobility may have a number of implications. Better roads assist physical mobility. Improved financial services can improve wage remittances from migrant workers. And better information on new opportunities can encourage new economic activities. This latter challenge is a familiar one for many development agencies. Often direct support produces limited and unsustainable results. For example, a recent IFAD project in the Philippines concerning the development of advisory services to assist small enterprise development, was commended for the high level of participation by women but criticised for creating women’s associations without considering the sustainability or value of such organisations.
 Media services (see above) which have an incentive and capacity to offer useful information are increasingly seen as important players in addressing information constraints.
5. Mainstreaming environmental issues into rural development: 
How can the need for higher agriculture productivity and output growth be reconciled with the need for better environmental performance, including reduced resource degradation and enhanced biodiversity? In a vast and increasingly important area, one challenge is the alignment of incentives for behavioural change, so that producers (and individuals) are motivated to behave in a more environmentally sensitive manner. In practice this may require a range of changes related to, for example, information, regulation, mechanisms and investments. The successful introduction of new technologies (e.g. in renewable energy) requires that both supply and demand-side resistance to change is addressed. Carbon markets, while conceptually clear and with great potential, are, in practice, a complex and expensive transaction for potential participants. And public investments in new infrastructure or more appropriate regulation (and enforcement) will often be necessary, for example in the case of water. Changes here, especially the development of nascent market systems, are unlikely to happen without competent external facilitation. 
As yet, many of the ‘successful’ initiatives in addressing environmental issues have implemented on a piecemeal basis. For example, the World Bank and GTZ have been working in Kenya to link smallholder agriculture into the carbon market. Carbon sequestration occurs through changing sun-grown low-quality coffee into shade-grown high quality, bird-friendly coffee. Quantifying emissions reductions is the main challenge. A simple self-assessment monitoring process has been developed for farmers which will be verified by a third party and the World Bank Bio-Carbon Fund will subsequently purchase carbon credits.
 However, more ‘systemic’ changes that would stimulate greater use of carbon markets and more use of environmentally-friendly technologies are less common.
5. The key issues: how should agencies address rural development

The above issues are not comprehensive – there are many important topics that are not covered such as gender, which is relevant to all aspects of development. However, they do outline a set of current (and continuing) issues that face those working in the rural development sphere. And there is unlikely to be much disagreement with them. Indeed, the Global Donor Platform for Rural development (of which AusAID is an associate member) identifies most of these issues in its ‘joint concept’ on rural development
. In facing them, there is no simple ‘model’ of intervention which will guarantee success. But there has been discernible learning over how development agencies should approach their task. If the previous list contained the ‘sites’ of activity the following list is concerned with dilemmas and challenges in relation to the ‘how to’ - the nature of interventions.
How to develop a more cohesive approach

Clearly, the different challenges to be faced are not isolated, discrete, ‘easy wins’. They involve looking at the role of different players, the different functions in systems and at the reasons why systems are not effective. Many projects achieve only limited success because they fail to look at the ‘whole picture’ and the interactions of players and other factors. One recent IFAD report noted that, ‘This partial approach to market access seems to explain the poor performance of many of the evaluated projects.’
 Approaches which are limited, piecemeal and small-scale are widely seen, not least in AusAID itself
 to be non-strategic and, ultimately, not successful. Addressing this problem requires a shift to an approach that offers:
· a focus on causes (not symptoms) – inherent in this view is the need to identify and address underlying constraints.

· strategic and operational clarity – the potential complexity of rural development necessitates that interventions focus on the systems of most relevance for poor people.

· engagement with a variety of players – rather than just government (the conventional partner), the multi-player reality of systems requires working with different players.

· facilitation over delivery – the primary role of agencies is ultimately about stimulating others to play a direct role, often meaning working with private sector intermediaries from the outset.
The challenge is to identify and implement models of development that offer these characteristics. 
How to give meaning to, and achieve, sustainable outcomes

Central to a more cohesive approach is the need to bring change that is not only substantial but is lasting. While sustainability’s importance is not disputed, this has not resulted in clarity over what it means. Sustainability is still (for example in the Global Donor Platform for Rural Development) often identified only with natural resources. While important, this is only one part of multi-function, multi-player systems that deliver benefits and that takes into account institutional incentives and capacities. Yet how to define let alone operationalise this broader sustainability concern is not clear. 
How to build more effective roles for the state
Across most of the ‘systems’ that impinge upon rural development, the role of government is a significant issue. Usually this does not imply ‘more’ government, often it means less, but commonly it does suggest a more focused or different role. However, if there is some consensus that (a) governments are an important rural development player and (b) that the objective of development should be to create functioning market systems
 rather than ‘laissez-faire’ markets, there is still considerable debate and disagreement over what this means in practice. 
For example, there has been an increase in the number of governments advocating subsidies for direct delivery of agriculture inputs, many citing the apparent success of Malawi where large-scale subsidy (equivalent to 4.2% of GDP) has allowed the country to boost (and export) production
. Others point to the longer-term dependence and distortion created by this
, including the risk of crowding-out innovation and deflecting government from other roles (for example funding and delivering better R&D). More effective roles for government also has to be seen in a context of widespread decentralisation of government functions.
For agencies, the challenge raised here is to intervene with governments – their conventional partner - to encourage them to pursue more successful roles, and in doing so this means engaging with the political economy around decision-making and resource allocation. 

How to balance welfare and development
In weak and fragile states, especially those affected by disasters or conflict, relief-based interventions to address immediate needs, is often provided. How this can be used as a platform for longer-term development, however, is the more challenging task. The short-term direct subsidy versus longer-term development debate alluded to above is at the heart of this debate. Ideally, welfare should contribute to development outcomes but, if ill-directed, too large or too long, can sap the energy from the rural economy rather than contributing to it. Clarification of roles – delineating the short-term/transient from the long-term/permanent – is required in order to achieve a suitable balance but the practical implications of this are again not clear.
How to offer aid in the right form: appropriate aid modalities

How agencies should pursue rural development objectives in terms of the design and modus operandi of aid processes is also a point of contention. There is wide agreement over the guiding principles of ‘good aid’ – “participatory”, “ownership”, “demand-driven”, “people-centred” etc – all of which are central to the Global Donor Platform for Rural Development and to other agreements on donor practice (such as the Paris Declaration and the Cairns Compact). However, there is less consensus on the aid vehicles that can operationalise these principles. Aid instruments such as SWAps, individual ‘projects’, financial support through multilateral partners and direct technical assistance to key partners are all applicable and used in rural development but there are comparatively little analysis here of their strengths and weaknesses. 
6. Conclusions

The preceding discussion has outlined a number of key points, which will inform and be re-visited in the course of the review. Rural development’s importance has grown in recent years, driven by new concerns over food security and an appreciation of the potential for pro-poor growth in agriculture.
This growing significance seems clear despite the absence of clarity over what is meant by ‘rural development’. Indeed, it may be more useful to see the term as denoting a general commitment to rural areas – rather than a detailed set of activities.
Around ‘what’ the rural development field should be focussing on there is considerable agreement. These include the development of better and more inclusive access to information, inputs, finance, land, output markets and transportation services and mainstreaming environmental issues into rural development practices. 

However, in pursuing these issues, agencies need to address a range of ‘how to’ questions; and here there is less consensus. These include the challenges of developing more cohesive approaches which allow the key objective of sustainable change to be operationalised, how to guide governments into more effective roles and how to identify and adapt the most appropriate aid vehicles for the rural development context.
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Box 1: Key trends in rural development – a summary


Given the complexity and size of the subject area, any attempt at categorising trends in rural development runs the risk of simplification and distortion. Notwithstanding this caveat, a number of broad phases of experience can be identified.


Green Revolution – 1960s 	


Based on more intensive use of inputs in agriculture. Cereal yields increased 3-fold in 4 decades in Asia but gains were perceived (by some) to be not pro-poor. Yields in Africa only increased 30% - less than one-fifth of the Asian experience.


Integrated Rural Development – 1970s-1980s


An ‘holistic’, area-based approach providing complementary inputs to a specific area. General experience was not positive. Often failed through over-complexity, poor understanding of incentives and ignorance of systemic constraints.


Reduced role for the state – 1980s


In the era of structural adjustment the state retreated from many roles e.g. commodity marketing boards, pricing, services etc. Results – mixed. In Asia private investment grew but in Africa the institutional vacuum led to decline. 


Livelihoods and participatory approaches – 1990s


Solutions were based on a detailed analysis of the position of the poor and their assets (physical, social, human, natural and financial). Generally seen to be small-scale with limited impact and sustainability. Criticised for lack of understanding of market systems and underlying causes of poverty. Popularity has waned – particularly from DFID, previously the main advocate.
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