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Abstract

According to OECD definition, rural areas in the lBpean Union represent 91% of territory and 56% of
population. The analysis of their development, isogic often neglected by regional economists, and
delegated to agricultural economists. A conditiomatt appears more and more anachronistic in
consideration that, in many cases, rural areas hiamen able to actively participate to economic aodial
development taking advantage from the integratietwben economic sectors and environmental resources
This contribution, referred in particular to thealtan experience of the so called “third Italy” (K-East-
Center), analyses rurality with an evolutionary apgch. Three following stages of rurality, named
respectively “agrarian rurality”, “industrial rurality” and “post-industrial rurality” are analytically
presented. They are the result of the redistributbemployment, investments and production vadimden
economic sectors along time, but also of the charngethe citizens’ and consumers’ expectations with
rurality. Passing from one stage to the other, rible of agriculture itself changes.

1-Introduction

OECD defines rural areas on population density (DEQ994). At first instance local
administrative units level 2 (LAU2) are classifirgal if their population density is less than 150
inhabitants per kf Afterward regions, at NUTS 2 and NUTS 3 levele alassified in three
categories:
A Predominantly rural(PR): if more than 50% of population lives in rutatal units (with
less than 150 inhabitants per ¥m
A Intermediate RegiondR): if the population which lives in rural uniis between 15% and
50%;
A Predominantly urbarfPU): if the population that lives in rural unissless than 15%.
Furthermore a PR territory is classified IR if @ntains a center of at least 200,000 inhabitants an

a region IR is reclassified as PU if it containseater of at least 500,000 inhabitants, that reyss



more than 25% of the whole population.
The OECD methodology causes several distortionswalpglied to the European Union because of
large variations in the area of local units, lavgeations in the surface area of NUTS 3 regiorg an
the practice in some countries to separate a eityre from the surrounding region. Therefore, in
order to provide a consistent basis for the deBoripof predominantly rural, intermediate and
predominantly urban regions in all Commission comiwations, reports and publications, four
Directorates-General within the European Commiskiave developed a new typology based on a
simple two steps approach to identify urban areas:

* A population density threshold (300 inhabitants kp®?) applied to grid cells of 1 kmz?;

* A minimum size threshold (5000 inhabitants) apptedrouped grid cells above the density

threshold.

The population living in rural areas is the popwlatliving outside the urban areas identified
through the method described above.
This new approach classifies 68% of EU-27 popuhadis living in urban areas and 32% as living in
rural areas (Eurostat, 2010). Predominantly ruggians in the EU represent 57% of the territory
and in 2008, they generated 17% of total Gross & Aldded (GVA) and 22% of employment. The
share of predominantly rural regions in the teryitis approximately equal in the EU-15 and in the
EU-12 (56% and 58%, respectively). However, theaeslod predominantly rural regions in terms of
population, GVA and employment is higher in the ERJthan in the EU-15. In the EU-12, 41% of
the population live in predominantly rural regiomempared to 19% in the EU-15. The share of
predominantly rural regions in GVA and employmehthe EU-12 is 29% and 37% of the total,
respectively; while in the EU-15 these shares abstantially lower (16% for GVA and 18% for
employment) (Directorate-General for Agricultureddural Development, 2011).
Demographic and economic data however representaopart of rural areas relevancy. Rural areas
do not only play the role of providing the tradited Four F (food, feed, fiber and fuel) to urban
areas. New functions are demanded to them to aegreatent: residential, cultural, touristic,
landscaping. Natural parks and areas with greateiramental and landscape value are almost
exclusively localized in the rural areas (overallthe PR areas). Rural areas ensure systematic
provision of fundamental resources to cities: wdberexample, or solutions to urban problems:
disposal of waste. Rural areas also ensure theotyeblogical defense (keeping under control

landslides and flood risk), as well as the oxygerhange and the seizure of €®urthermore rural



areas were the protagonist of recent industrialeldgment of the European Union: the
phenomenon regarding industrial districts of sraali medium enterprises is deep-rooted in socio-
economic, cultural and territorial traditions ofrality. If we consider how the functions
summarized so far were crucial for the overall dgwment and for the quality of life and the
overall picture of the whole Country, it will suyehppear as singular, especially in Italy, the cear
commitment on regional economics and social scieqgdied to territory and local development.
Rurality, confined to a research field of quasilegive competence of agricultural economists, got
stuck into sectoral issues, missing a general yhgwecisely when many experiences of spread
development of several EU rural areas suggestexvifh the research toward inter-sectoral and
inter-disciplinary approaches.

This dearth of studies and insights has a corresgure in the political sphere too: even related to
the scarce electoral potential of rural areas fitfghused by low demographic density), the
commitment is occasional, often related to emerngsnor necessities of stakeholder lobbies at
sectoral, local and particular level.

It is not a case that EU provides a separated rashebendent policy for rural development, both in
terms of financing and responsibility, with respéatregional and local development policies.
Indeed for the first, which is under the resporiybiof the European Commissioner for
“agriculture, and rural affairs” and of DG-Agri aitds an important part of Common Agricultural
Policy (CAP), specific programming procedures véthpecific set of rulésspecific programming
procedures (“Community Strategic Guidelines foatatrevelopment, “National Strategic Plan for
rural development” and programs for rural develeptrat Member State or regional level) are still
provided and financed by a dedicated fund: the pema Agricultural Fund for Rural Development
(EAFRD),

As it is known, all other regional and local dey®iwent policies are under the responsibility of the
European Commissioner for “regional policy” and@&-Regio, whose mission is “to strengthen
(using resources and regulations regarding ERFF, &8l the Cohesion Fund) economic, social

and territorial cohesion by reducing disparitietwaen the levels of development of regions and

! Regulation (EC) n. 1698/2005, Septembel’ 28005, on rural development sustain by EuropeguicAlture and
Fund for Rural Development (EAFRD).

2 European Union Council, council decision on Febyu2d", 2006, on strategic guidelines for rural developtme
(programming period 2007-2013), (2006/144/EC). @4fiJournal of the European Union, February!, Z906.

3 Rthegulation (EC) n. 1290/2005, June' 22005, on CAP financing. Official Journal of tharBpean Union, August,
11", 2005.



countries of the European Union”. It is evident hibwg interferes and overlaps the competences of
DG-Agri in rural areas development, especially witeis identified the task of “ helping regions
that are less prosperous or are suffering froncsiral problems to improve competitiveness and to
achieve a faster rate of economic developmenisimsgainable way”

This paper has three aims. The first consists aviding a contribute to the creation of a theory
regarding rural development and relations amongl evelopment and overall development of a
Country, where rural and urban are integrated awldwed with complementary roles. The second
aim consists in deriving an analytical frame floe tlevelopment policy of rural areas, in order to
evaluate and to understand progresses and limitaroént rural development policy of EU and of
other policies at regional and local level. The ks is to provide cues to drive the research and
future interventions, evaluating the current sitwat and showing development paths,

methodological references and needed skills ferphrpose.

2. Rurality in three evolutionary scenarios

The analysis has been developed in Italy with egfee to the specific case of the so called “Third
Italy”, that is those Italian regions (North-Eadtialy, Emilia Romagna, Tuscany, Marches, and
some small areas of South Italy) which during séesnwere able to experiment an economic
growth in spite of the Oil Crisis. Indeed the claakdistinction between North and South Italy
where Northern regions are industrialized and dged, while Southern ones are poor and
disadvantaged, is reductive and incomplete, nosidening those regions which rely on “soft
industrialization” and industrial districts, exacthose situated especially in North-East and @éntr
Italy (also called NEC regions) (Guenzi, 2002).

2.1 “Agrarian rurality”

Based on its etymological origins and on dictiondegfinitions, both the noun and the adjective

“rural” unequivocally refer to agriculture and fang®. Commonly used as synonym of

* See DG-Regio website: http://ec.europa.eu/dgsinagi policy/index_en.htm.
® As in many dictionaries: “far away from large towncities”; Oxford Advanced Learner’s Dictionargf’ in or



“agriculture”, the word “rural” has however a breadneaning: while the word “agricultural” is,
indeed, mainly used to indicate those activitiggenent to cultivation and cattle breeding, the word
“rural” includes both social and territorial spheré&onetheless, the similitude was so strong for
long time that (until the OECD studies cited before order to measure the rurality level and to
separate rural areas from urban ones, a criteasadon a measure of relative weight of agriculture
(mainly in terms of employment rate or GDP shara$ adopted.

Just after WWII, in most Countries of Europe, welldocollocate the model of agrarian rurality,
that is in the Fifties and Sixties. It was the pdriwhen European Common Agricultural Policy
(CAP) was introduced, the role of agriculture imafuareas (including productive and commercial
activities in support of agriculture and farmers)twas so overbearing and its performances were
so important to affect the overall social-econodyoamic of rural areas, along with wellness level.
For its sectoral aspects, we can give to this dwmlary stage of rurality the name of “agrarian
rurality”. The “agrarian rurality” is characterizday the clear separation between rural territories
and urban territories and by the specializatioreva@n the agricultural exclusivity, of the firsts.

The theoretical foundations of “agrarian ruralitydve to be found in the weakness of peripheral
and rural areas, conditioned by the exclusivitygficulture, considering the advantages of central
(urban) positions and the best performances ofirtiestrial and tertiary sectors, with respect to
agriculture. They feed a dualistic interpretatidrdevelopment process based on spatial hierarchy,
on agglomeration economies and on those taylorigéiadigms of industrial firm theory. Therefore
rural areas can be defined in this way, how oftemappens in that social-economic and cultural
context, essentially in a negative way. Rural ist*arban”, rural is “the white between the dots”.
Rural is a synonym of marginality, economic and twmal discrimination, disadvantage,
dependence. Urban territories, pushed toward coratem by agglomeration economies (of scale,
specialization, urbanization), are rich and ablestich higher growth rates. Rural areas, instead, a
those where the income level is lower while unemwpient, poverty, emigration are higher.
Following this approach, during overall economivelepment, two passive roles are attributed to
rural areas: supporting the urban growth providimgm with food for a growing population, and
contributing to the industrial development by cheaykforce emigrated from countryside. In these
circumstances, agricultural policy (demanded anppsted by the political representation of
farmers constituted by political parties and farmarons) gains a sectoral character and tries to

suggesting the countryside or agriculture”; Con€iséord Dictionary: “suggesting the country, pastpagricultural”.



play two roles: a) supporting production in ternisgoantity in order to ensure food security, by
protectionist measures and high price levels (a$ @#l); b) compensating “rural poverty” by
redistribution policies consisting in a wide rangie measures characterized by undifferentiated
expenditure and by a generalized fiscal and cantsily exemption for all the social components of
the agricultural sector.

In the “agrarian rurality” model exists a cleardeaoff, maybe even a kind of identification,
between sectoral (agricultural) and territoriairé) dimensions of development. Given the
importance of agriculture in rural areas in term&mployment, income, etc..., rural development
depends on agricultural development, or, at lgast,capability of rural areas to resist to urban
hegemony depends on the high representation pdwamaoer unions and other organizations.
Implicitly this justifies, both in absolute and a&l/e terms, the huge weight (for what concern$ bot
expenditure fiscal exceptions and social secuatigressed to agricultural policy (as in the CAP,
which, still in 1985, absorbed three quarters afdpean Community's whole budget). Agricultural
policy in the agrarian rurality does not just piyeconomic role consisting in supporting farms (as
in the industrial rurality), but it has other fuiuets:

1. a social function, supporting families and ruratisty;

2. aterritorial function, supporting the environmeraad territorial equilibrium;

3. a political function, controlling the political spprt in terms of voters in the countryside.
The basic assumption of the “agrarian rurality” mlots that the quality of life in rural areas is
substantially dependent from the agricultural polwith its endowments and befits) absorbing the
functions of all other policies.

In some kind of way, agricultural policy had anathendamental role, as well as the sectoral one of
supporting agriculture: it was the main tool fodistribution among territories and for social
support. The development of rural areas and theagement of rural territory are therefore left to
the specialists of agriculture, as a sectoral roblimplying a poor attention for the rest of rural
economy and society.

All other policies (regarding industry, tourismarisportation, education, health, soil exploitation
etc...) are determined and preliminary designedtHgy center in order to satisfy urban needs,
without any care for the specific needs of ruraasr considered unbearably disadvantaged and
dependent, for their survival, on the redistribetsupport of agricultural policy and, where this is

not enough, on the emigration and, in the areas fas away, on the positive influence of



metropolitan areas.

Even though its paradigms can be criticized und&srdnt aspects, the “agrarian rurality” is based
on a clear economic theory. Even the CAP, as weliha set of agricultural policies of member
states, can be considered strictly coherent withstitial deal between farmers and society, implicit
in that economic theory and substantially declanetie Rome Treaty, art. 33 (Sotte, 1997).

2.2 “Industrial rurality”

The model of “industrial rurality” can be collocdtén several rural regions of Europe in the
decades between 1970 and 1990. In the EuropeamUniall rural areas, the weight of agriculture
decreased quickly. Only few areas could be defeedully independent from it, and, however, it
was almost everywhere overcome for what concernglayment and income by the industrial
sector and, afterward, by the tertiary one.

Because of the decrease of agricultural employmémt, model of agrarian rurality lost
consequentially its basement. This is the reaspth®individuation of other indicators of rurality
The OECD solution, recalled at the beginning oé #uiticle, based on population density, is the one
which is nowadays globally accepted.

But other central elements of agrarian ruralityt msnsistency. First of all, it was no more vale t
assumption regarding the ineluctable social-econalmielay of rural areas, and therefore its
dependence on those centers which lead the devetdpbespite the distance from the center, the
leakage of activities on the territory and the tadi scale returns due to an economic system based
on small and medium enterprises, the rural econangysociety showed a fruitful ground for the
birth and the growth of industrial and tertiarynis. A long list of endogenous factors of
development was contained within rural areas: thelabeconomic polymorphism, the social
mobility and flexibility, the cooperative behaviderived from rural institutions and from the
structure of enlarged family, the widespread pecattknowledge, the business skills, the risk
propensity of those people whose survival and nmeaely on biological, market and climate
conditions.

Rural areas were specifically stimulated when asekogenous factors gave them the opportunity
to redeem themselves exploiting their latent skll;mong those factors, consumers demand shifted

from standardized products to a diversified raofepersonalized products and technological



transformations allowed small and medium enterprisereach (by external network economies)
competitive levels that before only big firms wdseato realize. The former “agrarian ruraly” had
been substituted by a new model called “industtiedlity”.

Italy is a good example for understanding thosennh@iindations of rural areas' industrial success
and for analyzing the evolutionary implicationssoich a process on agricultural and rural society.
Since Sixties and mainly in Seventies and EightiBferent areas localized in North-East and
Central Italy (Nec regions), characterized by alreconomy and a society based on sharecropping,
far away from traditional growth and industrial &ization centers, experimented a quick economic
dynamism rooted on rurality and based on netwofksdustrial districts (Favaretto, 2006). Others,
observing how several Adriatic regions (Friuli VereeGiulia, Veneto, Emilia-Romagna, Marche,
Abruzzo, Molise and, recently, Puglia) have beetytmvolved in such experience, addressed this
as the “Adriatic way of development”.

Let's focus on “Third Italy”: the evolution of foren rural areas toward modern local and integrated
systems of small and medium enterprises, was se hughift the center of gravity of Italian
economy and to characterize the current speciaizatf Italian manufacture on products “for the
person” (shoes, clothing, hats, glasses...) or ‘tlie house” (furniture, pottery, curtains, etala
tourism. It is the so-called “made in Italy”, comted to fashion, to differentiation and to
personalization of products, subject to taste changl continuous innovation (Brusco and others,
2007; Paci, 1978; Beccantini, 1989).

Despite the Italian industrial “dwarfism”, nowaday® competitiveness of Italian economy relies
on not more than 200 local manufacturing systeraset on small and medium enterprises, born in
territories and localizations that, because of rthreral features, were previously considered
disadvantaged.

The lesson learned from the change empirically mieskein these places has found a scientific
explanation only after the entering in social scemof new concepts: “transition cost”, “scope
economy”, “human and social capital”’, “firm netwst and “network firms”, “governance”. But
the comprehension is specifically linked to the myaace of an evolutionary approach in
economics, alternative for its features, to the meistic reductionism, that still constitutes the
so-called “mainstream” theory.

The case of Nec areas in ltaly, as well as sinalqueriences in rural areas of other countries, was

no more treated as the classical “hornet” caseghmviould not be able to fly, in spite of evidences.



But if the rural foundations of industrial take-dfdd an explanation in the Marshallian lesson of
industrial districts and in the Shumpeterian theofyfirm and in the entrepreneur role, a lower
analytical commitment has been showed in ordentterstand the effects generated by changes in
those rural features of economy, society, and ridigton of effects on the territory and on the
related values of social-economic change.

Today, more than forty years after the appearandedastrial districts in some rural areas of the
European Union, when their expertise has reachedtturity phase, it is possible to make such an
analysis and some considerations can be very ulsefather rural regions that are, in Europe or in
the World, still in a condition of “agrarian rurgfi or that have recently entered a scenario of
“industrial rurality”.

The first consideration regards development conwliti Economic development based on industrial
growth is truly possible in rural areas, as in tase of Italian industrial districts, but if it is
exclusively led by the market without an approgritrritorial policy, its territorial distributiors

far from being homogeneous, because it tends toecdrate in some parts of rural areas, causing
territorial dualism.

The most dynamic part of territory is specializedthe “core business” of industrial districts,
gaining competitiveness for its products in thebglomarket, but losing the needed flexibility for
adapting to new competitive scenarios, while factosts (e.g. labor costs) and transaction costs
increase. The rest of territory (as the mountawagror those disadvantaged and with less
infrastructures) becomes weaker because of enovgrééispecially of young people) and its rural
endowments are exploited in such a way that thégimal and autonomous productive capabilities
progressively disappear. Moreover, a loss of enwrental, landscape and historical-cultural
guality can be also noted (Anselmi, 2000).

In the long term, the result is that only some #perwral areas have a real success, showing and
developing a self-sustained capability for competin the global market, while the others fall,
remaining incapable to self-sustain their developime

The second consideration regards agriculture, &edldng lasting assumption that those areas
where agriculture is located have to remain in agmal condition, recompensed only by price
support and by re-distributive policies. Agricutuwas refused by farmers themselves and this
refusal has paired the revenge of surroundingsskmtwn industrial development. A new dualism

took place, characterized by a new migration frév@ mear countryside and from minor centers,
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toward nearest industrial districts and those acemmected to greater communication ways. This
migration of people was then followed by a re-agement of public services and functions
(hospitals, schools, government services, etecarp fthe whole territory toward successful centers
corresponded.
In the “industrial rurality” model, again a passik@e is assigned to agriculture: it is expected to
contribute to social-economic stability and to sfam labor force, capital, land and entrepreneurial
skills toward the typical activities of the distreconomy.
Agriculture is pushed to move from traditional nnaltitput and labor intensive settings and the
integrated organization toward an industrialisionsmarked by the characteristic features of the
industrial organization, although incompatible wahstainability and agricultural vocations in the
long term:

A Capital intensive production styles;

Labor saving techniques;

>

Productive specialization, up to monoculture;

>

Standardization of both products and processes;

>

Simplification and marginalization (or even exctusi of land (the crucial productive
factor in agriculture), as in the case of industri@eding.

Agriculture industrialization was the main targétagricultural policies even during the period of
the “industrial rurality”. All this was favored, iBeventies and Eighties, by the CAP.

Common features of this policy are the following:

A A strong concentration of price support on stanidadl basic products (commodities):
cereals, oil seeds, sugar beet, meat and milk;

A A boost to productive specialization toward few garctions (up to monoculture), leaving
traditional complex productive ordinations, firdtall separating cultivation from breeding
activities;

A A gradual weakening of connections between aguogjton the one side, and territorial
specifies, on the other, homogenizing differentioegl agriculture typologies to the
prevailing production models, mostly oriented byestific enhancements produced for the
particular needs of other contexts;

A A decrease of operative space of agriculture infdloe chain, fostering the use of chemical

and mechanical inputs and product standardization;
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A Introduction and strengthening of supply controlaswees (set-aside, quotes, incentives for
abatement and removal, destruction or denaturatiosurplus productions, etc...) without
caring of product quality and environmental effects

A Lower protection for labor intensive productionghwiigh quality and high value added, left
to market dynamics without the support of a strradtand commercial policy (if compared,
in terms of expenditure, with market support enducecontinental productions).

It is clear how such a policy, because of its neledivity and unbalanced support to rents (showed
by high land values) rather than to virtuous betwaviof farmers (linked to risk taking, good
business idea, production of goods and serviceseajgped by consumers and citizens, offer of
employment opportunities, etc...), substantiatiguces the aging of farmers and rural society. At
the same time, it hinders the generational turr-amethe countryside and the exchange of
experiences and knowledge between agriculturabseatd other entrepreneurial opportunities in
the rural world.

“Farm the contribution!”, this is the message tfaiers have heard until recent reforms of CAP.
Despite the introduction of some agro-environmemtehsures, just a little support was dedicated to
the production of common goods, as environmentdeape, biodiversity, flood prevention, and the
conservation of land fertility.

While the model of “agrarian rurality” was suppaltey a coherent economic theory, the “industrial
rurality” model was the result of the structuralange observed in some specific rural areas,
especially in North-East-Center, that experiendedt (of all others in Italy) the birth of indusati
districts. At the basis of this process there wat a coherent policy. The same perception of
extraordinary and originality of the economic deyghent experience of the industrial districts in
former rural areas arrived with delay even in ecoivaresearch Even because “industrial rurality”
undermined former economic theories, showing tim@idequacy. And when, later, economists, as
well as sociologists and other social scientistgiced this change, in terms of theorization offur
areas development, consisted in a list of critisigmainst the old theory, but not in a new theory.

® The starting phase of industrial district can heed back to Sixties, but their originality andirersibility was
recognized by economic research and specializedataiin the first half of Seventies.
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2.3 “Post-industrial rurality” model for the centuwy

Several reasons suggest that in the Nineties dmdeaall, in the new century a new scenario for
rurality emerged: the so-called “post-industrialatity”. First of all, this change is due to thewne
role society is demanding to rural areas. The amscenherent to conservation and safeguard of
environment, as well as those for food safety amality, are considered in Europe main priorities
of political agenda.
Furthermore, the change is due to technologicalgness: progresses in transport and
communication systems are fostered by new physindl virtual links, that reduced traditional
drawbacks of rural areas, while a new propensitwardkers in sectors apart from agriculture (and
formerly of exclusive urban pertinence) to liverural areas emerged. The diffusion of remote
working and, generally, communication simplicitysters this trend. The request of new residences
of non-farmers affects rural areas surrounding opetitan areas and places with high touristic,
landscape and naturalistic value, can be extermlathtost all Italy and Europe, excluded extreme
localizations.
As result, rural areas record an original and iasiregy market request, generated by consumers'
preferences. At the same time, citizens demand neeldia public interventions for defending
collective goods and new services related to enument, landscape and life quality.
Two main elements characterize the new model. Tis¢ i the territorial (no more sectoral)
dimension of rurality; now the distinctive charactf rural areas becomes the integration of
different perspectives:
A Integration among economic activities, becausehaeifagriculture nor industry prevail,
while only services (for “the firm” as well as ftthe person” or “the family”) grow up over
50% of total employment;
A Territorial integration between social and nataspects;
Integration among rural territories and urban teriés (up to a total disappearance of
borders);
A Integration between local and global markets, andrs
Here, a specific role of agriculture can be prodoas a new main component of cross-sectors
integration. An agriculture deeply different frorhet conventional one, reorganized on new

orientations of informed consumers and particigataitizens, but even on new technological
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opportunities (Groupe de Bruges, 1996; Campli, 1989new rurality model where agriculture
regains an autonomously relevant role, no longeressory to manufacture and services
development.

A new measure for this rurality model should besdrin order to represent its complex and
polymorphic character. The abovementioned measdireurality by the OECD, based on
population density appears obsolete: a depopulaeglon, specialized in an extensive
overspecialized agriculture, substantially specudatwhere even farmers could not be residents
and would prefer to be commuters from distant @weould appear highly rural using the
demographic density indicator, even if in suchrattey any kind of rural society and institutions
would actually lack. A desert, ultimately, is nobra rural than many other territorial contexts
where rurality is expressed by social-economicgrated activities. As a matter of fact, within the
same OECD, and recently FAO, a new research lireeopaned; it is focusing on the identification
of new measures of rurality no longer based onlywoe indicator, but rather on a qualified set of
variables (FAO-OECD Report, 2007; The Wye Grouf 720

A second central aspect of this idea of ruralitydigersity. Diversity is the keyword of rural
development in the “post-industrial rurality” modelt is the opposite of urban societies
homogenization, of standardized lifestyles and womgions on a globalized world. Rural
territories clearly constitute, a natural reserfebmdiversity, landscape, historical capital, and
agricultural tradition: in a word, of “natural cégli’. From the socio-economic point of view,
however, they can even constitute a reserve of dminand “social” capital, from which the
flexibility of a local system, its adaptation skillits capacity to take chances in a global market
(increasingly volatile and unpredictable) eventudikpend.

This means that a fundamental role in the developroé rural areas should be played by both
agricultural and non-agricultural (manufacturinglaervice sectors) small and medium enterprises
and that specific policies should be adopted feirtbreation and development. But the difference
with respect to the “industrial rurality” modeltisat here rurality appears as a value becauds of i
particular complexity and typical polymorphism. Th®nservation and promotion of these
attributes should constitute the main aims of rdealelopment policies (Favaretto, 2001).

In this scenario, even the role of agriculture dtidoe consequentially re-defined. In the EU
document of “Agenda 2000” the target of orientimgieultural policies to the “European model of

agriculture” should be understood in all its imptions. Opposed to the model of “agrarian
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rurality” (that had been for years the model ofiagture in the “industrial rurality”): the
“European model of agriculture” is oriented towarchultifunctional agriculture, where a particular
effort is dedicated to the satisfaction of the eoner demand for high quality food and its safety.
This is associated to a widespread set of new &aditional roles for farmer: connected to
transformation and commercialization of food, haafts, agrotourism, sports and leisure,
environmental safeguard, education, health, etc...
The change toward a complex and diversified rdde this for agriculture and the re-definition of
rural development as integrated and diversifiedigipation of all sectors, discloses a new role for
rural areas in the market as well as requires éar policies.
In an evolutionist approach capable of dealing witinplexity, rural areas development consists in
the integration of four types of capital: natusadcial, human and artificial (Arzeni, Esposti, ott
2001):
A Natural capital is composed by natural resourcesdiversity, fertility, water, hydro-
geologic equilibrium, etc...;
A Social capital consists in formal and informal itugions, regulations and traditions, rights,
cultural capital, participation and organizatiott, €
A Human capital is represented by knowledge, exgeresiterprising skills, expectations,
dignity, age, health, etc...;
A Artificial capital comprehends plants and machinespme level and distribution, facilities,
etc....
These four types of capital are strictly correlateacal development is based on the quality of this
connection, as well as landscape value, qualitifefand, briefly, on attractiveness of local gyst
If the local system is oriented exclusively towdh& maximization of artificial capital, without
caring of other kinds of capital, the final balarman be negative. A weakened rurality loses its
recovering skill, the ability of adapting to shocks to take new market chance (in ecology we
could call it “resilience”). A gradual loss of natli social and human capital is the direct effect.
Ultimately, rural areas lose all their skills fan autonomous participation to overall development
and, in the long run, they lose even part of thiti@al capital because of high costs implied by
this disequilibrium (as after floods, soil erosi®8E, and epizootic afta).
Rural development and, within it, primal sectorivaV are first of all a long run strategy which is

oriented to the conservation of complexity andahponents of a long-term equilibrium and to the
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integration of rural areas in a sustainable devakt process. From the social-economic point of
view, this means giving agricultural and non-agtio@al functions and roles to rural areas, fosgrin
exchanges among sectors and territories in suclayathat both isolation and past agricultural
mono-function (in both agrarian and industrial tilyhare outdated.

Furthermore, while overall development takes pland society evolves, some improvements of
rural areas are requested. For what concerns thed;hange is clear: from a notion of security in
terms of quantity the emphasis is now on a notiosafety in terms of quality, while other roles of
rural areas attract interests of consumers andatexp. Rural areas can still be a fundamental
reserve of low cost productive factors, low tramieeccosts, scope economies, flexibility, and an
ability of adapting to new market chances.

The co-evolution of rural areas with urban areatherbasis of a common strategy is a fundamental
condition to encourage competitiveness in a glakdlieconomy. This aspect is fundamental for the
integration process in the Central-Eastern EU merfitates, considering that they own a wider
reserve of rurality with respect to western co@stiof EU, where cities and urbanization are bigger.
The rural development policy is consequentiallyirte as an integrated process of territorial
planning and management. It should be inter-sdcamihinter-disciplinary.

It is therefore requested a new hierarchic distiilouof responsibility, as well as a new integratio
between top-down and bottom-up methods and goverh@ared governance. Expert analysis of
structural policies and Leader program, can be ussgful for this purpose. This leads to pointing
out the importance of reducing the current gap betwEU territorial policies and agriculture
sectoral policy (Saraceno, 2002).

It is clear that a learning-by-doing approach isrensuited for this purpose. Complexity and
variability request very flexible political solutis, which should be characterized by an efficient
and modern system of monitoring and valuationhla tontext, a major scientific problem regards
the availability of information at the territoridével. Therefore, new methodologies should be
provided in order to integrate traditional statigtidata with administrative data and, secondly th
should lead to a systematic geo-referencing. Thisldvalso solve the inadequacy of conventional
territorial units with respect to many phenomenastleaving each researcher or evaluator free to
design its own territorial unit related to part@ulssues and targets.

While rurality passes from a sectoral definitioratterritorial one, the role of agriculture in theal

development changes. In the “agrarian ruralityfi@dture was dominant and the overall welfare
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of rural areas was directly influenced. In the fisttial rurality” agriculture could have some
opportunities only “industrializing” itself, thas idenying its peculiarities and originality, conteec

to territorial vocations, traditions, and its intatjon with territory and nature.

The situation is now generally reversed. The prospe in the long run, of a sustainable
agriculture is no more possible without a simultareedevelopment of all the other activities of
rural areas. The implication in terms of policyhat while the past agricultural policy was desijne
to satisfy the great part of rural areas expeatatimowadays, other policies are a necessary
condition for a sustainable development of rurabarand of the same agriculture.

All other policies should be adapted to the nevesaf economic sectors and to the new definition
of social-economic development of rural areas. Rutavelopment programs, they being
territorially defined, overcome the agriculturalmdinsion and comprehend even industrial and
tertiary policies, infrastructural policies, the amity and the quality of services to society
(education, health...), the design of environmeuet &@rritory.

Rural development programs should outline, firsalbf a long-run development strategy for rural
areas and consider thoroughly these policies, pagpecific attention to the interconnections
among them. The subsidiarity principle should dasem responsibility distribution among different

levels of government.
3. Is the EU approach to rural development approprate?

It is clear that the current agricultural policyedonot complies with a correct theoretical defomiti

of a rural development policy. The recent FiscliReform of 2003 eliminated almost all supply
coupled supports introducing the so called “siqgggment scheme” and above all, by the so called
“modulation”, it was expected to increase the enadewt of second pillar, the rural development
on€.

So far EU has made great progresses in many asgfaetsitorial policy for the period 2007-2013,
in spite of the fund decrease for the same penmdtd the financial perspectives approved in 2005.

The 2005 reform of cohesion and structural polmythe programming period is coupled with the

" Further information and analysis on this issueiaréSotte F. (2005), “Affinché riprenda la riflésee stategica sul
future della PAC. Analisi SWOT della riforma Fisehlnella attesa di una nuova politica di sviluppoale”,
Agriregionieuropa, n. 0. See also Pupo D’Andrea’apgrs “Finestra sulla PAC”, in Agriregionieuropa,
www.agriregionieuropa.it.
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recent reform of rural development driven by Re§98/05 and financed by the new European
Agricultural Fund for Rural Development. This pglimcorporates the positive Leader experience
of 1991-2006 in an appropriate Way

In spite of this, the target of a rural developmpalicy coherent with a “post-industrial rurality”
model is still far away.

The integration among agricultural policy, whiclil shcorporates the rural development, and all
the other sectoral, social and territorial polic{eslevant for rural development) is still limited.
Indeed, rural development is still considered wittiie CAP as an agricultural problem, separated
from regional, territorial and local development.

However, in the current CAP we may still observeesere contradiction. Even after the Fischler
Reform of 2003, it consists in the distorted dimition of expenditure between first and second
pillar: the first gets 80% of the whole budget, l&hihe second gets no more than 20%. Given the
predominance of the first with respect to the sddoimat is, the market support and direct payments
with respect to rural development), the final effiscalways determined by the prevailing push of
support to agricultural incomes, that weakens ampdtralizes the efforts made to foster an
integrated and multifunctional agriculture.

Consequently, despite various agricultural reforths,territorial distribution of benefits is stribt
substantially changed and the CAP continues haaisgctoral function, in discordance with Cork
declaratiof and its “European model of agriculture”.

The main role is still played by agricultural pglidNot casually the rural development policy is
managed by the European Commissioner for “agriceiléund rural affairs” and, for member States
and Regions, the respective ministers for agriceltéParadoxically, indeed, the so called rural
development is only a little part of the CAP whisha policy defined from the center and most ly
oriented to income support on the basis of thepaltke support.

Other European policies addressed to rural regine® convergence and competitiveness targets
of structural policy) are defined independently ahdy are not able to adapt themselves to a
thorough rural development policy as previouslyirterf. Consequently, rural areas have not yet
complementary policies for rural development, thesaining in a precarious and uncertain

condition. One of the most important discussiom{gin Europe is the shift of current CAP toward

8 Further information on rural development policg ar: De Filippis F., Sotte F. (2006), Saracen¢2B05), Martino F.
(2007), Gruppo 2013 (2006), Sotte F., Ripanti RO@).
° See: European Commission (1996).
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a more integrated rural policy.

A crucial aspect of the CAP reform and its appiaatregards the firm and the entrepreneur. The
specific character of former CAP distorted entraepreial skills of farmers, isolating them from
small and medium entrepreneurs of manufacturingtartéary sector. Acting in an artificial and
protected market, farmers were used to solve maadynical problems, while the others small and
medium entrepreneurs, dealing with competition e fmarket, needs a different skill, mostly
oriented to solve market problems. A basic taskek agricultural policy will be to select new
solutions to remove the gap between farmers aner ahitrepreneurs of rural areas, helping them
to work in markets with less protection, fosterithgg exchange of expertise among sectors and
territories, and contemporaneously stimulating degelopment and the turnover of farmers, that
could enjoy some processes concerning human capitatechnologies evolution, similar to those
affecting more dynamical sectors.

In order to reach this target, the policy-makerudticooperate more intensively with researchers.
From this point of view, rural development policy an important challenge even for agrarian
economists. Without losing their point of view aheéir specificity, they are requested to open their
discipline to a cross-fertilization with other sebis, regarding not only economics and other social

sciences, but even natural sciences and terrifglaahing.

19



References:

Anselmi S. (2000), “Chi ha letame non avra mai fastedi di storia dell’agricoltura, 1975-1999",
proposals and reserches, Ancona.

Arzeni A., Esposti R., Sotte F. (2001),”AgricoltueaNatura”, Associazione Alessandro Bartola,
FrancoAngeli, Milan.

Arzeni A., Esposti R., Sotte F. (2002),”EuropeaniqyoExperience with Rural Development”,
Associazione Alessandro Bartola, European Assotiatof Agricultural Economists,
Wissenschaftverlang Vauk Kiel KG, ISBN 3-8175-03%3-

Beccantini G. (1989), “Modelli locali di sviluppoll, Mulino, Bologna.

Brusco S and others (2007), “Distretti industrialsviluppo locale: una raccolta di saggi (1990-
2002)”, Il Mulino, Bologna.

Campli M. (1999), “Ridefinire un mestiere. Un peo politico per I'agricoltura in Italia e in
Europa”, EAUP, Rome.

De Filippis F., Sotte F., (2006), “Realizzare laowna politica di sviluppo rurale. Linee guida peaun
buona gestione da qui al 2013¥orking Paper n. INovember 2006, International Forum
on Agriculture and Food (Gruppo 2013),

Directorate-General for Agriculture and Rural Deyghent (2011), “Rural development in the
European Union”, Statistical and Economic Informafi Report 2011. Available at:
http://ec.europa.eu/agriculture/statistics/ruraledlepment/2011/full-text_en.pdf.

European Commission (1996), “Cork Declaration. Aliaral area”, conclusions of first European
conference on rural development, Cork, 7-9 November

European Court of Auditors (2006), “Concerning tudevelopment investments: do they
effectively address the problems of rural areaSpé&cial Report n. 7/2006 (2006/C 282/01).

Eurostat (2010), “A revised urban rural typologyEurostat regional yearbook. Available at:
“http://epp.eurostat.ec.europa.eu/cache/ITY_OFFR3BAA-10-001-15/EN/KS-HA-10-
001-15-EN.PDF".

FAO-OECD (2007), “OECD-FAO Agricultural Outlook 202016”,Report, Rome, July 9.

Favaretto I. (2000), “Distretti e non distretti loelsviluppo dei sistemi territoriali diffusi”, in
Favaretto I., “Le componenti territoriali dello Byppo”, Carocci, Rome.

Favaretto I. (2001), “L'occupazione nelle aree liurarganizzazione produttiva ed assetto del
territorio”, in Sotte F., Esposti R., “Le dinamicHel rurale”, FrancoAngeli, Milan.

Favaretto I. (2002), “Competitivita, dimensionendgfiresa, territorio. Le forze dell'innovazione nel
sistema lItalia” Argomenti n. 5FrancoAngeli, Milan.

Guenzi A. (2002), “La scoperta dello sviluppo lacal Italia”, Economic History lectures at Parma
University, Parma, 2002.

Gruppo 2013 (2006), “Parole chiave per una buoséiagree della politica di sviluppo rurale 2007-
2013”, Working PaperInternational Forum on Agriculture and Food.

Groupe de Bruges (1996), “Agriculture un tournaétessaire”, Editions de l'aube, Paris.

Martino F. (2007), “Dove sta andando la politicasgliluppo rurale comunitaria? Una analisi dei
possibili scenari”’Agriregionieuropa n. 11

OECD (1994), “Creating rural indicators for shaptagitorial policy”, Paris.

OECD (1996), “Territorial Indicators of Employmefiocusing on Rural Development”, Paris.

Paci M. (1978), “Capitalismo e classi sociali iali”, Il Mulino, Bologna.

Saraceno E. (2002), “Rural Development PoliciestardSecond Pillar of the Common Agriculture

20



Policy”, ARL/DATAR Workshop on “Desiderable evolah of the CAP: a contribution”, 23
September, Brussels.

Saraceno E. (2005), “La futura politica di sviluppoale dell’Unione EuropeaAgriregionieuropa,
n. 2.

Sotte F. (1997), “Per un nuovo patto sociale tragticoltori e la societa in Italia e in Europ&a
Questione Agraria, n. 65.

Sotte F. (2007), “Il future del secondo pilastro.dedla PAC. Nel quadro delle politiche di sviluppo
e di coesione dell’'Unione Europea”, in De Filippis“Oltre il 2013. Il futuro delle politiche
dell’'Unione Europea per I'agricoltura e le areeatily Papers of Gruppo 2013, Rome.

Sotte F., Ripanti R. (2008), “I PSR 2007-2013 deRegioni italiane. Una lettura quali-
quantitativa”, Gruppo 2013 — International ForumAgriculture and Foodworking Paper
n. 6.

The Wye Group (2007), Handbook Rural Householdselihood and Well-Being Statistics on
Rural Development and Agriculture Households Incokdeited Nations, New York and
Geneva, http://www.fao.org/statistics/rural/.

21



