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Linkages: Agriculture and the 

Rural Economy 
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Agricultural sector is linked to the 

non-farm economy

• Direct and complementary

– Input purchases, output sales

• Direct but competitive

– Land use, environment, employment, capital 

investment

• Indirect

– Spending by farm households, consumers on food, 

public policies on farm support
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Importance of rural areas in EU

• Predominantly Rural Areas

– 19% of population and 56% area 

– Reaching 72% of average EU GDP level

• Significantly Rural Areas

– 38% of population and 36% of area

– Reaching 86% of average EU GDP level

• The economic performance of rural regions is lagging

urban areas, but their performance is extremely 

heterogeneous
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Importance of agriculture in rural 

areas in EU

Agriculture is the dominant land use in rural areas, but 

rarely the dominant source of economic activity:

• 96% of rural area is occupied by agriculture and 

forestry

• Less than 14% of employment in rural areas is in 

farming

• 95% of rural GVA comes from non-farming
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…. and in the new EU members?

GDP per 

capita of 

rural areas 

(national 

average=100) 

(%)

Share of 

agricultural 

GVA in rural 

areas (%)

Farmers with 

other gainful 

activities (%)

Agricultural labour 

productivity in rural 

areas (GVA/AWU) 

(EUR)

Romania 78 20 19 2330

Bulgaria 85 18 26 1990

EU10 NMS 75 7 30 3010

EU15 84 4 28 1540
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Coherence: Agricultural and 

Rural Development Policies -

OECD Results 
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Rural development policy –evolving 

concept

• Rooted in socio-structural measures to promote 

greater efficiency in agricultural production, processing 

and marketing (agricultural-based rural development)

• More focus on a multi-sectoral, territorial-based 

approach – not synonymous with agriculture 

…..and in the EU shift in agricultural policy away from 

commodity linkages…..  
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Agricultural policy and rural 

development

• Justification of agricultural support and reform often 

include rural development objectives - slowing down 

population exodus, stimulating the economy, providing 

environmental goods

• Implement policies in a coherent way at the 

appropriate level of governance
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“Traditional” agricultural policies –lacking 

coherence with RD policy objectives?

• Capitalising support  and labour replacement 

• Concentrating support  towards large farms

• Leaking of support to non-rural areas

• Encouraging production, monoculture, intensification 

and use of sensitive land through output- and input-

linked policy measures
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Agricultural and rural development 

policies –lack of policy coherence?

• There is a weak (demographic) overlap 

of agricultural and rural policy
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Share of agricultural workforce in total 

workforce of predominantly rural areas, 2002 (%)
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But agricultural policy reforms can 

improve coherence through policies to ...

• Facilitate farmers’ ability to adjust

-- improving labour mobility

-- raising opportunity cost of farm labour

• Improve market performance and provide public 

goods

-- Better technical and market efficiency

-- remunerate non-marketable agricultural services 
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Conclusions
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• Both rural and urban areas in a particular 

country are too diverse and heterogeneous 

to make blanket policy concerns relevant

• Rural/urban dichotomy is simplistic --

continuum approach is sensible

Policy challenges
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Policy challenges

• Sectoral measures have limited potential, but a 

territorial approach can take into account the diversity 

of rural areas

• Given the weight of agricultural policies in most 

OECD countries, shifting the focus from the production 

of commodities towards decoupling and then 

enhancing the productive capacity of rural people 

would be a good strategy  
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This means…

• Clearly defining RD objectives and level of 
governance

• Continuing the reform of agricultural policies to go 
beyond decoupling to better targeting 

• Greater integration of rural areas into the market 
economy

• Regular monitoring and evaluation of policies and 
selection of key performance indicators
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Analytical implications

• Better understanding of the complex, diverse and 

evolving causal linkages between policy, agriculture 

and development of rural areas

• Empirical studies of the impacts of non-agricultural 

rural development on the economic and social well-

being of farm households

• Analysis of agriculture’s provision of public goods to 

enhance rural economies
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Future OECD Work  
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… in 2007- 08 will focus on 

• Linkages between agricultural policy reform and 

sustainable rural development

• Role of farm households and the agro-food sector in 

rural economies (diversification)

• Effects of agricultural policies on environmentally 

sustainable land use and implications for the rural 

economy

• Review of rural development policies (selected case 

studies)
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Thank you for listening!

www.oecd.org/tad 
dimitris.diakosavvas@oecd.org


