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1. Perspectives on Rural Economic Development  

There is on-going unofficial debate among researchers studying rural economic 

development in Africa. For the sake of simplicity we can divide the researchers into three 

groups. The first group is concerned with poverty issues and recognizes the potential role of 

agriculture in alleviating rural poverty. This group focuses on small holder agriculture, and 

depending on their ideological inclination, recommends two sets of policy reforms assuming 

existence of good governance. Those who consider land size as a critical source for small 

holder agriculture prescribe land reform policy to increase production. Others interested in 

market factors advocate supply of modern inputs and commercialization of agriculture to 

increase the productive capacity of small holder agriculture. 

As opposed to the first group, the second group sees no future in small holder agriculture. 

They claim that agricultural investment in Africa for the past forty years has not led to any 

growth. What one observes instead is stagnation and decline. By studying mainly the 

livelihood activities of rural households, this group of researchers underlines the significance 

of non-farm economy. They prescribe policies which lifts entry barriers of the non-farm 

sector: capital, credit, skill, education, etc. 

The third group of researchers advocate link between the small holder agriculture, the 

rural non-farm sector and the urban sector. For them small holder agriculture by itself cannot 

be the driver of non-farm opportunities. Neither non-farm sector alone act as a driver for the 

rural economy, independently of urban economy. They prescribe policies which foster 

production, factor market, consumption and productivity linkages in the form of rural urban 

transition. This can happen through infrastructure development, removing of credit and 

financial bottlenecks, institutional changes fostering access to resources. 

My view differs from the above three groups even if I share the view of transforming the 

rural economic structure. I are not after a recipe to promote small holder agriculture nor non-

farm economy, or their linkages. Instead, I prescribe policies aimed at getting rid-off both 

sectors and replace them with something new and dynamic.1  

                                                 
1 The Ethiopian state approach falls within the first category. The difference is it is politically attached. 

However, both the above approach are incremental in character. The support piecmal reforms focusing on what 

they think is the strong sides of the farms: in put provision, credit, etc.). But there is a question: does the 

incremental approach cope up with the dynamic increase in the population drivers. Annualy many new 

subsistence households are established and young adult labor force is growing. Even without the number is 

increasing, the present performance does not even cover the current need let alone to cover the growing needs. 

The incremental input (both in the rural and urban development), even with the best of intentions, cannot cover 

the demand. So what is needed is a comprehensive structural change of the production system. 
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My difference lies mainly in my approach in conceptualizing small holder agriculture and 

non-farm economy and on focus of analysis. I think that small holder agriculturalist and non-

farm sector came into being the way they did because of population pressure. What 

determines how they should be handled in the future is neither the level of poverty nor the 

diversification of livelihood activities. Change is affected by the quantity and quality of the 

population that is rapidly growing in the rural areas. As a result, I focused mainly on input, 

activity and output analysis and as to how these factors related to population growth, size, 

density and dependency ratios. I have a non-sector based approach and I am not primarily 

concerned on outcome evaluation: issues of poverty (who benefits) and sources of livelihood 

incomes. 

My line of thinking and analysis model is applicable in countries where there is population 

pressure measured by combination of different factors: population size (volume), speed (rate 

of natural increase, transition multipliers, wave and momentum), time-duration where the 

speed change takes place and the context of a limited level of technological change. 

For instance, Ethiopian population has now topped 80 million, the second largest 

population in Africa. By 2050 it is estimated it will have reached 171 million (UNFPA 2005). 

During the twentieth century, the growth of the Ethiopian population has quickened 

tremendously. It had grown more than five times since 1900, three times since 1955 and had 

doubled since the early 1970s. The country will continue to experience a fast growing 

population in the coming three decades under continued environmental degradation, growing 

poverty and lack of institutional stability.  

Population pressure is a concept referring to the combination of size and speed in a shorter 

time span. It is apparent that under such conditions a given population could no longer live on 

the available resources. If there is ample time to dilute the pressure through institutional and 

market experiments, then the pressure ceases to bring the expected functional and scale 

effects necessary for rapid structural transformation. What gave it a character of pressure is 

its’ unavoidable negative effects and one cannot easily cope up with the pressure, even if 

governments are willing not to lose the race. 

2. Purpose and scope of the study 

The main objective of this study to explains the conditions of population pressure and the 

performance and transformation of the rural economy in Ethiopia. This purpose is answered 

by looking at the following interrelated investigative questions: 
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i) What are the drivers of the population pressure and how are these drivers affected by the 

changes in variables of fertility, mortality and migration; 

ii) How do changes in drivers of the population pressure affect resource availability and 

economic activity performance? 

iii) Resource utilization (ii above) requires system understanding, so what are the systems 

developed in resource utilization during the process of the pressure,  

iv) Questions i-iii above show how resources are used to perform activities and create 

outputs. There is yet another question that must be addressed: how well the groups affected by 

the activities and outputs of the pressure succeed in achieving their economic objectives: food 

self-sufficiency and employment creation? If the level of result performance is unsatisfactory, 

what factors contributed to food insufficiency and unemployment? Answering this question 

completes the performance analysis that links drivers, resources and results in a holistic 

manner (see figure 1).  

v) Finally, by analysing the various reasons, the study suggests the policies that can be 

undertaken to improve economic performance: how can an increase in food self-sufficiency 

and employment be achieved in the rural area? What is the nature of policies that can be 

undertaken to improve economic performance and at what level do these policies 

recommended? 

This study has no intention to prove or disprove the positive/negative effects of population 

on long-run economic growth as is customarily done in the literature explaining the 

relationship between population growth and development (for a review see Pörtner, 1996). I 

neither focus on ways of mitigating population growth effects in the form of family planning, 

health and conservation projects (Oglethorpe, Honzak, and Margoluis, 2008).  

I accepted the established fact that with diminishing returns in agriculture due to decline in 

land/labour ratio and land productivity, I can logically expect demand to outrun supply: 

situation of food insecurity and underemployment. My focus is to understand what the 

responses are (the activities and resource combinations undertaken by society in releasing the 

pressure) and what they mean to economic development. The underlying interest is to see the 

consequence when size and speed occur in space in a relatively short period of time 

(Oglethorpe, J., Honzak, C. and Margoluis, C. (2008).  
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Causal mechanisms describing relationship between population growth 

pressure and economic development 

The Logical Model: Drivers-Pressure-Responses 

There is a massive literature on effects of population growth pressure2 and on the 

performance of rural economic development3. This is partly due to the vast and nebulous 

variables associated with population pressure and economic development, and partly due to 

the ideological inclination of the researcher. In order to show that choice of focus issues and 

measuring variables are not arbitrary, I find it important to explain my logical model before I 

proceed to methods and empirical discussions. The logical model is intended to explain the 

assumed causality between population pressure and economic performance over time. The 

model not only provides consistency in my explanation, it also helps us to appreciate the 

significance of the various researches (both classical and new) and use them as an essential 

complement in my explanation.  

When analysing the various components I have in mind a logical diagram approach used 

in performance management and evaluation theories. It refers to the cause-effect linkages 

expressed with “if…then” phrases: pressure drivers, immediate effects on resources, 

household/individual responses depending on conditioning factors, outcomes and reaches. 

The sketch of the general flow is described in figure one. My logic analysis along the cause-

effect chain continuum starts from concept of pressure driver and goes to pressure 

consequences both at the input (response) and output levels (outcome/reaches). 

Population growth is identified in terms of driving forces. Drivers are the value of the 

demographic variables (fertility, mortality and migration) which affect the size, growth rate, 

distribution, dependency rate and sex composition of the sector of the population that is 

growing. Driver effects refer to the immediate quantity and quality of resource changes (state 

of the conditions) produced by the part of the population that is growing. Pressure describes 

changes in demands, access, availability, quality and sustainability of resources and services. 

Response refers to the efforts of the society to release the pressure. Outputs or outcomes 

refers to the short-term changes resulted from the combination of drivers effects and society 

responses. Responses and outputs depend on opportunity structures (favourable/unfavourable 

conditioning variables). Finally we have reaches or groups which are affected positively or 

negatively by pressure consequences.  

                                                 
2 In the literature the concept of population pressure includes ideas of overpopulation, population growth, 

population size, population density and other demographic variables such as child dependency ratio, etc. 
3 The performance of rural economy is measured in inter-related variables: change in total production, 

productivity, value of agricultural products and agricultural income. 
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The concept of age transition explains socio-economic effects caused by a sector of the 

population which is growing rapidly over a given period. According to this perspective, the 

start of population growth during the period of demographic transition brings about a 

transformation of the age structure of the population. Initially population growth is 

concentrated at the child age group. Later when fertility rates drop, the size of the child age 

groups is reduced, creating a bulge in the age structure of young adults (Malmberg and 

Sommestad 2002; Tuljapurkar, et al. 2005).  

The age transition concept uses age groups as units of analysis. Age groups are studied by 

looking at the behaviours, needs, interests, capabilities and experiences of the individuals in 

the group. This type of analysis is suitable for macro studies where there is an interest in 

weighing the structural relationship between the age groups (see the concepts and methods of 

the NTA).  

Age transition concept is also suitable for analysing the size and growth rate of the age 

group and the rate at which other sectors (health, education, employment, energy, etc) 

increases. Other things equal, if an age group grows at 2 percent per year, or more, then just to 

stand still it will have to increase other parameters (employments, health, education, energy, 

etc) at about the same rate. A negative relationship between the rate of age group growth and 

the rate of change in resource conditions affects the social and material well-being of the 

population over the long run. The concept of age transition is important for designing macro 

fiscal planning and government service delivery programs. 

To study the effects at micro level, where the effects belonging to specific age group 

cannot easily be isolated, the concept of population growth pressure is the appropriate tool for 

analysis. Population pressure is often understood in the sense of overpopulation. But one can 

ask the question which part of the population that is over, namely a sector of the population 

that could no longer live on the available resources. If we use the concept of the age transition 

the answer is clear. It refers to the first and the second phases of the age transition. During the 

first phase of the age structure it is the child age group (0-14) which dominates the structure 

(an average of 40% of the population), followed by the young adult age group (15-29), 

constituting an average of 28%, followed by the middle age (30-59), about 25% and old age 

(60+), about 6%. In the rural areas I find these age groups in an overlapping manner exerting 

pressure on the economy.  

Using the age transition concept it is difficult to isolate the age effects at the micro level. 

For instance, in rural areas individuals of different age lead their economic activities in a farm 
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household and households serve as a mechanism for the transfer of surplus acquired by 

individuals. The concepts of age transition focus mainly on studying the behaviour, needs and 

interest of the age groups, while the concept of the population pressure emphasis the 

challenging conditions in which the growing population is living. This challenge/response can 

be captured through study of household types and labour force growth components.  

The concept of population pressure use household as a unit of analysis. The household is 

an appropriate unit to capture the interaction of the children and the adults. Children, even if 

they can be counted as individuals in an age group, in the context of their social environment 

they live in households. Another reason for choosing households as a unit of analysis is that 

population pressure affects production and consumption simultaneously, not in isolation. 

Household as a unit of analysis contains both the labour production capacity and consumption 

requirements (on classification of households see method section).  

Accordingly, the first pressure driver is an increase in the number of high dependency 

ratio households that have a given standard of consumption requirements and production 

capacities. This household type is here identified as child-rich household and they dominant 

the household structure prevalent in a population where the child age group constitutes the 

majority. These households have the objective to be self-sufficient in food production. 

To identify the second pressure driver, I used the concept of labour force growth, which 

comprises all individuals actively participating in the rural labour market. The size of the 

labour force depends on two factors. 4 The first is the size of the total population, which is de-

termined by rates of birth, immigration, and death. The second factor is the labour force 

participation rate—the percent of the total population that is working or actively seeking 

employment.  

The second pressure driver is an increase in the volume and growth rate of labour force 

actively participating in rural labour market. It includes primarily young adults which put 

demand for new livelihood positions (searching for work places, production resources and 

new life phase roles) in a situation where the total resources available for employment 

generation may be constrained. It also includes part-time subsistence labour forced to enter 

into an employment based economy due to diminishing returns to land.  The objective the self 

or hired labour force is securing productive employment (for the unemployed and under 

employed) and raising labour productivity (for the employed). 

                                                 
4 There is a definition problem of labour force. The CSA adopts different age limits in its definition of the 

labour force even when using the ILO conceptual guidelines. The lower age limits is 10 since children in rural 

areas are considered economically active. The upper age limit is 64. 
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I identified two qualitatively different pressure drivers defined by the objectives, needs 

and capacity of the sector of a population that is increasing. In this study population pressure 

is used as a concept to explain the strain imposed on production inputs and outputs by the 

growth and density of high dependency ratio households and young age working people. 5  

Identifying Population Growth Pressure Consequences: System Approach 

The consequences of population pressure drivers can be considered both at the 

input/process level and at the output level. At the input and processes level we have the 

demographic drivers and the concomitant changes in the quality and quantity of resource 

uses6 and household response activities7. We have also consequences after the given 

process/activities is completed (different output types and their performance levels). That 

means, even if we have the logical model, empirically we have to deal with a considerable 

number of (independent and interdependent) variables at different levels.  

In my analysis of consequences I choose not to focus on individual features at the different 

levels such as consequences on resources and then consequences in outputs. I preferred to 

study the independent and interdependent variables to configure a structure, which allows a 

performance of specific system functions and distinct system purpose. To define and identify 

the economic consequences I have considered the characteristics of the driving forces (labour 

obligation, supporting ratio and objectives of the economic activities), the means of the 

objective of production (land and labour), and mobility characteristics of the resources 

(demographic or market) and mode of organization.  

On the basis of these considerations I have identified three major ways in which the rural 

economy can be organized: the subsistence economy, the market organized economy and the 

mixed economy. The subsistence economy is primarily a land based economy, while the 

market organized economy is an employment-based economy. In the mixed economy both the 

                                                 
5 In environmental studies the concept population pressure refers to the idea in which a given population 

could no longer live on the available resources. Availability is the level of supply of a particular asset as 

measured with respect to the number of population. This definition is general and it does not specify the type of 

resources affected and sector of the population that is increasing. 
6 Assets can be natural resources (land, water, common-property resources, flora, and fauna), physical 

resources (roads, markets, clinics, bridges) and/or financial resources.   
7 Rural economic activities include agricultural, non-agricultural, handicrafts and commercial activities. 

Agricultural production: crop production (cereals, cash crops, vegetables), large and small animal-raising 

(poultry, rabbits or pigs), bee-keeping, fish culture, etc.; ii) Processing: milling (handmills), hulling, food 

preservation (cold storage and drying, juice, jam and bread making), processing equipment, etc.; iii) Para-

agricultural and non-agricultural activities: the manufacture of farm implements, rural construction, wood and 

metal workshops, masonry, welding, motor repairs, etc.; iv) Handicrafts: weaving, dyeing, basket-making, 

embroidery, shoe-making, and sewing; v) Commercial activities: the selling of basic commodities such as salt, 

sugar, milk, matches and soap, the buying and selling of agricultural commodities and handicrafts, the selling of 

various inputs, the buying and selling of agricultural and pare-agricultural implements and equipment, grain 

shops and banks, village pharmacies and import-export activities.  
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subsistence and the market decisions determine which goods and services are produced and 

consumed. Which one of the decisions prevails in the mixed economy depends on type of 

driving force dominating the population pressure. The rural economy is not organized in the 

same way at all times. It differs depending on the type and level of the population pressure. 

This study aims to assess how the scarce resources and the diversified activities are 

organized to meet the different wants of the driving forces (namely, the study of the rural 

economics). This means I do not focus on individual features such as input/output market 

analysis, single observed phenomena such as employment and wage, on function8, activities, 

ownership, institutions governing production and exchange of output, i.e., differences in 

production relation, market analysis, and location (Binswanger and Rosenzweig 1986). I 

focus on the structural conditions and dynamics over time. 

Model Choice for Policy Analysis 

Managing the consequences of population pressure depends on how the driver issues are 

conceptualized and presented for policy measures. Concepts such as demographic burden, 

bonuses/dividends or windows of opportunity are used to underline the implications of age 

structural changes in economic growth and planning. In the context of population pressure, 

the concern is mainly studying the effects of the pressure drivers on resource capacity, use 

and exchange and outcomes. The interest is to identify how the resources are combined to 

produce a given unit, type or level of output.  

To operationalize the concept of population pressure in a management context, I call the 

first type of driver as demand-side pressure and the second type of driver as the supply-side 

pressure. At a given point in time I find these two sides of the population pressure in an 

overlapping manner. Unlike the market concept of demand and supply, population pressure 

creates excesses in both demand and supply drivers without organizing any balance (one is 

produced without the other). Demographic variables such as natural increase of the age group, 

survivorship, wave and momentum of the age transition, and fluctuation in cohort sizes are 

the factors that affect the volume and speed of the respective drivers. These factors keep 

expanding the supply of the young labour even though there is no shortage of it (supply 

without demand scenario). They also increase the demand (consumption and input 

requirements of child-rich households) in a situation where appropriate supply does not exist. 

There is no synergy between the demand and supply drivers of the population pressure. 

                                                 
8 In literature rural economy is defined by looking at the activities and/or sectors such as farming and no-

farming sectors 
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Labour surplus occurs without the demand-side of the child-rich population. The employment 

economy does not need the subsistence economy as an external driver.  

However, the demand-supply sides of the population pressure (or drivers) capture changes 

over time in a consistent manner. In a given spatial context both the demand and supply sides 

of the population pressure increase in size and speed over time. While increasing, the basic 

needs, interests and behaviors identified either by the demand or supply sides of the pressure 

do not change. What is changing over time is their quantity, orders and the opportunity 

structures in which they operate. The demand and supply drivers of the population pressure 

can be used as longitudinal study to capture changes consistently.  

Another methodological advantage of the demand and supply drivers of the population 

pressure is the clarity it provides in model assumption for assessing and explaining economic 

performance. There are various criteria used for assessing and comparing economic 

performance: output levels (productivity), output composition (consumption, investment, 

expenditure), growth rate, allocative efficiency, employment, economic freedom, equity and 

long-term viability. Selection of criteria depends on the purpose of assessment or comparison. 

In this regard the question whose objective is to be promoted by the assessment is very 

important.  

In my case I selected the criteria based on the economic objectives of the drivers of the 

pressure. Concerning subsistence economy, one of the most important concerns of child rich 

households is the security of household food supplies and cash needs (output composition). 

These objectives are met through increasing food crops production (output levels). In the case 

of labour surplus the main objective is creation of employment for the unemployed and under 

employed (through input growth and final demand) and raising labour productivity (for the 

employed). Considering the objectives of the population drivers I use the criteria of input 

growth and productivity for assessing economic performance. Population pressure helps you 

to ask the write question to find the appropriate model for analysis.  

In the economic literature, however, assumptions and measurements belonging to the 

growth accounting model is applied in assessing the performance and vitality of African 

agriculture, even without making a distinction between the subsistence and employment based 

economies. Considering the state and types of population pressure in Africa, long-run 

economic growth accounting model cannot be used for different reasons.  

First, one of the emphases of the growth model is the issue of variations in output. To 

measure the major factors contributing to output variations, growth accounting breaks down 

growth into components associated with changes in factor inputs and the Solow residual, 
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which reflects technological progress and other elements. In a subsistence economy growth 

cannot be decomposed into factors and technology, since households do not use modern 

technology; they do not have saving to increase output through technological inputs. The use 

of fertilizer is even limited.  

The second emphasis of the growth accounting model is the assumption of constant 

returns to scale (or the presence of decreasing or increasing returns) and concept of efficiency 

used to classify the percentage composition in the sources of growth. Often the Cobb-Dougles 

production function is used to measure the scale of production: how much output it is possible 

to create if one unit of each input is used. Efficiency concept accounts both the value of the 

output and the input costs incurred to increase output either through decreasing input or 

maintaining the same level of output. The efficiency concept considers both consumption and 

production simultaneously, not in isolation. 

The emphasis on issues of scale and technical/allocative efficiency are appropriate for a 

market based economy. In subsistence economy, however, production factors (mainly land 

and labour) are not separate elements functioning on the basis of market price. Subsistence 

households are risk aversion and their objective is in securing food and they are less interested 

in growth. The effort of the subsistence households is to maintain the same level of output and 

guarantee food security. 

Some say that compared to other types of households which are under identical 

conditions/settings, subsistence households are efficient because they have no agent problems 

(management problems). But this does not mean that subsistence households can be consider 

as industries for studying a given level of output based on factor combinations. Subsistence 

households are efficient in the sense that they are willing to put in a high amount of physical 

effort, because they are neither capable of generating capital nor capable of using it. 

Economic growth, if taken as a goal, it means a rise in the goods and services available for 

consumption per capita, per person. Subsistence households do not care very much about 

growth (percentage change in output). Their interest is to maintain the level of output 

necessary for reproduction, particularly as their number increases and land became scarce 

factor of production. They do not think that their reproduction brings about a change in the 

economic ratio, ratio of what is produced to what is required to produce it. At the time of 

reproduction they may assume that the land stock is available for an increasing household 

labour. The question is what happens to physical input growth, output levels, partial 

productivity as the pressure increases over time.  
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Increase in Number of Subsistence Households, Consumption and Input 

Requirements: Population Pressure as Demand 

The first pressure driver is an increase in the number of subsistence households. There are 

two criteria for identifying subsistence households: a) households with a high child 

dependency ratio above one (or households of lower economic support ratio below one or 

dependency ratio means (economic support ratio) and it should be lower in a ration one to two 

and this includes households with four children and above.). These are often child-rich 

households and they dominant the household structure prevalent in a population where the 

child age group constitutes the majority (for identification and classification of household 

types see method section). The second criterion concerns households which have high 

consumption requirements and few land holdings. These households are not necessarily child-

rich households but as a result of their small land holding size they have the objective to be 

self-sufficient in food production. This criterion considers the land-labour ratio existing in the 

labour rich households. Labour rich households have different labour-land ratios and thus 

difference on the returns to labour. In labour-rich households of large size there is a higher 

food consumption requirements and if the land holdings of these type of households is less 

than 1,25 hectors, they are in the category of subsistence households so long as their main 

activity is based on land.  

In the literature the term subsistence is used often as a standard for measuring social 

desirability and well-being. Accordingly, it is defined as the minimum level of physical needs 

and mental efficiency for productive living (Sharif, 1986). In the context of agriculture it is 

used as a measurement for a level of income (cash flow) that affords an individual’s capability 

to attain minimum commodities. The definition of subsistence as a measurement for a living 

standard considers only the consumption requirements while excluding the management of 

the resources needed to meet those requirements.9 In my definition consumption/income and 

production are considered simultaneously, not in isolation. 

There are those who define subsistence as an economic sector related to the management 

of resources and objectives of a production function. In this context subsistence is defined as a 

production system geared towards the home-consumption. Different emphases are used when 

                                                 
9 The treatment of subsistence as a standard of living (minimum income level) is related to the use of the 

term in the classical theory of wage determination, which links wage to the cost of maintenance of labour. In my 

definition I restrict the term subsistence to be used in conditions where there is self-management of resources, 

not for wage employees. This is in accordance of my approach in dividing the rural economy into subsistence 

sector and wage employment. 
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analyzing subsistence in terms of production decisions.10 While I draw my concept from these 

theories of subsistence farming, I consider that not all rural people who have minimum 

standard of living are subsistence. The situation varies depending on the type of the pressure 

driver. 

Subsistence households are both a consumption and production units. To analyse the 

consumption requirements of households and the land demand I used the concept (standard) 

food self-sufficiency. A self-sufficient household is defined as a household whose food 

consumption rate is 182,5 kg per person per annum (or 2100 calories or more per adult-

equivalent per day). It is an average of 12,8 quintal per subsistence household per year. 

Considering the average land productivity, child-rich households at least need 0,92 hector of 

land to produce the required food (calculated using 1984 value). 

 

Table:  shows the consumption requirements of the household relative to employed labour 

 

Stages of 

Household 

Development 

Cycle* 

HH 

member 

size 

class** 

HH Labor 

supply 

(economically 

productive 

members)*** 

Non-

productive 

members 

(productive 

members-

consumption 

requirements) 

HH  

Consumption 

requirements*** 

Level of 

labour input 

needed to 

meet the 

requirements 

of non-

productive 

members 

Child 

dependency 

ratio 

HH 

labour 

demand  

HH land 

needed to 

meet 

consumption 

requirements 

in hector 

Formation 

LR 1 

member 0,8 0,2 1 0,2 0,25 1 0,18 

Formation 

LR 2_3 

member 2 0,6 2,6 0,6 0,30 2,6 0,47 

Growth 

CR 4_5 

member 2 2,1 4,1 2,1 1,05 4,1 0,74 

Expansion 

CR 6_9 

member 3 3,6 6,6 3,6 1,20 6,6 1,19 

Expansion 

CR 10 or 

more 

member 7 3 10,2 3,2 0,43 10,2 1,84 

Expansion 

LR 10 or 

more 

member 9 2,5 11 2 0,28 11 1,98 

Growth 

LR 6_9 

member 4,5 2,5 7 2,5 0,56 6,7 1,26 

Growth 

LR 4_5 

member 3,5 2,1 5,6 2,1 0,60 5,6 1,01 

Disintegration 

LR 2_3 

member 1,4 0,6 2 0,6 0,43 2 0,36 

Disintegration 

LR 1 

member 0,7 0,3 1 0,3 0,43 1 0,18 

Notes: 

                                                 
10 Some emphasize the relationships between home consumption, family labor, and farm output. Others use 

the criterion of lack of marketable surplus. Another group focuses on the levels of living of the subsistence 

farmers and still others draw attention to the motivation for production and the degree of economizing behavior 

(Sharif, 1986). 



15 

 

* A household development cycle refers to major break points through which a household evolves and 

passes. There are four stages in the household development cycle: a) establishment or formation stage, b) growth 

stage, c) expansion stage, and d) disintegration stage. 

** In population where there is a relatively high fertility rate and where there is a practice of extended 

family there are at least nine ideal size classes situated along the household development cycle (see Figure 1). 

Each size class is identified by its member size along the development life-cycle: households with one member, 

2-3 member, 4-5 member, 6-9 member, 10 and more members, etc. That means each size class is composed of 

persons of different age and sex and the quantity of household labour and consumption requirements differ 

depending on the size and composition of the respective households. 

*** For the purpose of comparing the pressure level among the respective households it is thus necessary to 

standardize the labour supply and consumption requirements of the size classes using a conversion factor. Total 

economically productive household member, (household labour supply), is measured in terms of man-equivalent, 

which standardize the variation among age and household size. (Conversion factors are provided in the Annex on 

Tables 1) 

**** Adult-equivalent measure is used to standardize variations in consumption requirements among 

different age. (Conversion factors are provided in the Annex on Tables 2). 
 

As a production unit a subsistence household can provide an average of 4 adult-equivalent 

household labour, including child labour and excluding hired and invitational labour (for the 

conversion factor see annex). Considering the soil type, slope of the land, crop type and 

working instrument, one adult equivalent labour can cultivate one hector land. Given the level 

of technology and skill a subsistence household can cultivate a maximum of four hectors to be 

self-sufficient in food. If the land holding size of the subsistence household is more than four 

hector it must hire wage or seasonal labour and this depends on the saving capacity of the 

household. 

As a production and consumption model unit subsistence household can provide an 

average of four adult-equivalent labour and needs an average of four hector land to maintain 

the level of output needed for reproduction (an average of 12,8 quintal per subsistence 

household per year). The question is what happens to such proportional input output ratio as 

the number of the subsistence households increases over time. Increase/decrease in the 

number of subsistence households is affected by changes in the age group 30-45, birth rate per 

woman (reproductive behaviour of young adults), dissolution rate of large size households 

(out-movement of adult children and formation of new households) and decline in land-labour 

ratio. The multiplication of the subsistence households increases the consumption 

requirements and land demand of the households and the number of subsistence labour (see 

figure).  
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Growth in Paid Rural Labour Force and Expansion of Employment-based 

Economy: Population Pressure as Supply 

The rural labour force can be divided into two: the labour force belonging to the 

subsistence sector and paid labour force belonging to the rural labour market. The labour 

force of the subsistence sector is embedded in the child-rich households. One child-rich 

household constitutes an average of four adult equivalent household labour which can also be 

called subsistence labour (different from paid labour).  

Initially it was the subsistence labour that was growing in number as the child-rich 

households multiply over time. The growth of the subsistence labour is determined by the 

extent of the availability and access of cultivable land. Availability is the level of supply of 

land as measured with respect to the number of child rich households that is increasing. 

Availability indicators can be reported in number (number of supplies) and/or in ratio (for 

example, cultivable land per child rich households). Accessibility of assets can be an 

institutional issue related to ownership and/or the demographic means of resource allocation. 

Often in subsistence economy resources are transferred through marriage arrangements (see 

previous study), partitioning, out-migration of household members and decline in dependency 

ratios (household fertility).  
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As the number of child-rich households increase bringing limit to the demographic means 

of resource allocation, the growth in subsistence labour stagnates. At this time subsistence 

households start to decide allocation of household labour for off-farm and non-farm activities. 

Subsistence households use the size and quality of the household land as means for measuring 

the amount of labour requirement. Even if they would like to create employment for all 

household members, they know from practice that adding additional amounts of labour to a 

fixed amount of household land brings no significant change to the household output.  

Another force which increases the number of market based self or hired labour is an 

increase in the number of young adults who enter the labour force for the first time. Each year 

there are new entrants in the labour market because of the inability of the subsistence sector to 

clear it. In addition to the natural increase, baby boom, moderate decline in fertility and closed 

population (non-migration) can increase the young adult labour force. 

 

 

 
 

There are two sources for self and/or hired labour in rural areas. Under employed 

subsistence labour who are engaged partly in the subsistence crop production and partly in the 

wage employment. The participation of the subsistence labour in the labour market can 
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increase as with the increase in distressing factors. The second source is the new entrant 

young adult labour force. This labour force can change its status into subsistence labour if it 

has the same reproductive behaviour like child-rich household heads. Paid labour is not only 

employed persons but also underemployed and unemployed but economically active persons. 

Increases in self and/or hired labour market lead to an increase in different kinds of 

economic activities depending on the opportunity structures. The activities can be defined by 

location (off-subsistence farm) and occupation (non-farm) and status (official registration of 

employment). In the case of off-subsistence farm it includes labour and land contractors: 

agricultural wage employment in cash crop areas and self employment through land contracts 

(share cropping and land rent). In land scarcity areas there are off-farm activities, while in 

land abundant areas cash crop production is predominant. In medium areas you have mixed 

economies (see china). The non-farm occupation is not homogenous and its breakdown 

includes traditional manufacturing, mining and construction, commerce and transportation 

and services. The non-farm occupation employers can be private or public (teachers, health 

workers, development agents, etc.).  

In contrast to the subsistence sector which is based on land for self-consumption 

objectives, the employment sector is based on market for production of goods and services 

(manufacturing, construction, trade, hotel and restaurant, and transport, storage and 

communication). There is public and private based employment sector serving as sources of 

income and livelihood occupation for the surplus labour force. Private based employment 

refers to formal and non-formal employment related to output and input markets. Public based 

employment is Government employment including types of programmes in infrastructure and 

social development services.  

The kind of combination that can exist between the public and private-based sectors of 

employment depends on how fast the labour surplus might grow and labour demand driven 

policy of the government. The faster it grows, the more pressure there is on job creation. If 

capital for employment is less compared to the growth in the labour surplus, there is 

unproductive employment or unemployment.  

Output Performance and Management of Demand-Supply sides of 

Population Pressure  

Growth Sources of Subsistence Sector, Management of Consumption Deficit and 

Land Demand 
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The aggregation production function of the subsistence sector is a result of my assumption 

that all child-rich households use the same production technology, have similar primary 

objective of producing food for household consumption, faces no factor prices, have greater 

similarities in their activities and input use, and are not forced to work under market 

completion. This means the aggregate production function is just a scaled-up version of the 

household production functions.  

 
The multiplication of the subsistence households creates deficit in consumption and land 

requirements (see figure). As the household number increases subsistence households either 

has to decrease consumption (two meals per day) or increase production input to maintain the 

level of subsistence output. The physical inputs and the output have to grow in balance to 

guarantee food security. 

Increasing land and labour inputs depends on saving capacity. This means increasing 

production is significantly affected by the rate of investment, which in turn is related to 

savings.11 Savings on the other hand depend on the level of income (own production) and 

consumption of the household. An important variable in investigating household 

                                                 
11 If one studies the sources of households’ agricultural loan, one finds that most important sources are loans 

from friends/relatives, money lenders and/or local saving/funeral associations. Even better-off of households 

could not meet their basic necessities leave alone to save form their own production (income). If one look at the 

household expenditure, loan and own-production are used to cover basic necessities (to buy foods and cover 

fertility related expenditures such as health, education and weeding). Since an increase in production inputs (the 

size of agriculture land, number of oxen, quantity of fertilizer used, hired labour etc.) and consequently an 

increase in output depends on saving, subsistence households do not have the capacity to grow. 
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saving/consumption is family size and dependency ratios. Instead of reducing consumption 

per head households can decrease the number of adult-equivalent consumers, since adult-

equivalent consumption is financed totally out of saving.  

Assuming that there no access problem to land asset, there are other ways of maintaining 

the equilibrium12: area expansion and/or labour intensification (see diagram).  

 
There are two land-based but non-market ways of keeping the level of household 

production: extensification and low-input intensification. Initially when their number is 

relatively low, child rich households use extensification (the process of introducing 

production into land areas that were previously unused or used for less intensive purposes. 

Extensification implies brining additional land area under cultivation, without increased 

inputs per unit land area. It involves exploiting marginal lands with resultant degradation 

and/or desertification, forest and pasture lands.  

Intensification, its opposite, involves increased or concentrated inputs (including labour) 

on unchanged land area. Intensification is a way of creating more product with the same land 

area in the same location. This happens when child rich households increase in number in 

                                                 
12 A system is in equilibrium if subsistence households are reaching self-sufficiency position of output levels 

with respect to their consumption requirements both at a given year and over time. 
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conditions where area expansion is impossible. In subsistence economy, intensification is a 

low input farming. Child-rich households do not have the saving capacity to use modern 

fertilizers, pesticides and tillage machinery for intensification purpose. Instead, they seek to 

optimise the on-farm resources (manure and cover crops) through the application household 

labour inputs and this is called here low-input intensification. The application of more labour 

on a unit of land (terracing, manure, inter-cropping (planting two or more species within an 

individual parcel of land), shortening the fallow cycle, etc. raise land productivity.  

Land productivity (output per unit of gross cropped area) indicates the growth of output 

per unit area. An increase in land productivity is bound to have a positive effect on labor 

productivity, as it will affect the value of output, which is the numerator in the labor 

productivity index used here. Further, land productivity also reflects the level of other output 

augmenting inputs used in the production process (such as fertilizer), which will also increase 

output per worker. 

There is no specific order how the area expansion and low-input intensification are 

combined both in space and time. It depends on the opportunity structure and the level of the 

pressure at a given moment in time. The same level of output can be maintained by an 

increase in one or both factors at the same time. For instance, child-rich households can 

acquire land through marriage, out-migration, inheritance and/or partitioning. Some maintain 

their output through cultivation of fallow and grazing lands. Some maintain the level of output 

through crop mix or intensification. At a given year output can be maintained by both non-

market methods combined in different proportions. This, however, does not matter so long as 

overall output purpose remains the same: to guarantee food security. The problem comes if 

the land stock is not available as subsistence households expect it to be in their assumption to 

meet their objectives.  

Subsistence thinking assumes the existence of an appropriate stock of land, especially 

during the stages of land reform or distribution. As land became unavailable or inaccessible 

subsistence households try to raise land productivity through labour input. If the land is less 

than four hectors subsistence households have to put more labour on their small holdings to 

obtain sufficient amount necessary for maintain the food standard.  
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However, a decline in land size and the corresponding increase in labour intensity lead to a 

decline in the average product of the household labour. Yield per unit of land varies positively 

with the amount of labour increase (i.e., labour input positively varies with land productivity) 

(see figure). But when land productivity does not positively vary with labour increase 

(increasing hector output without maintaining per capita output), it suggests that there is a 

decline in marginal product of labour.  

Decline in farm land size below critical level, and the inverse relationship between land 

size holding (four hector) and labour intensity of the households lead to stagnation in crop 

output. In figure curves for gross crop output, curves for total areas sown and curve for total 

farm labour are presented. As illustrated in the figure gross grain crop output index and the 

indicies of total labour and land run parallel to each other exhibiting a positive relationship. 

Total output increased/decreased as with the increase/decrease in land and labour inputs.  
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The index of the total crop output shows that the output of 2008 has similar level to that of 

the late 1990s. Grain crop production (cereals, pulses and oilseeds) output has shown an 

annual rate of increase of 1,07% over the period 1995-2008 despite year-to-year fluctuation. 

This increase almost much either the annual rate increase in net consumers (unemployed 

persons, economically non-active persons and children age 0-9) in rural areas which was 

about 1,02% or the active labour force growth (1,26%).  

There is year-to year fluctuation in inputs and output per household and this can be 

discussed taking each category separately. It is, however, beyond the purpose of this study to 

discuss the sources of fluctuation on year-to-year basis. But I would like to comment on the 

sources of fluctuation in a passing manner. There is a dominant view which assumes that 

fluctuations in output are driven primarily by weather variability, fertilizer use, area 

expansion, access to markets, and other shock factors such as government fiscal, tax or land 

policy (Alemu, 2005). I believe that these variables have temporary effects on output. I, 

however, assume that the stagnation in crop production is, driven by an increase/decrease in 

the number of child-rich households. 

Sources of Rural Employment Growth and Management of Labour Surplus  

Estimate the growth of employment over the past decades. Perform decomposition by 

occupation and multiple sectors (characteristics by size and age). In which sector is the 
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employment expanded? What is going on in the other sectors? Is there employment 

destruction in the other sectors? Are there new entrants? Discuss the major contributors to 

employment creation in rural areas. 

Multisectoral estimates of Employment 1999-2005 

I tried to decompose employment by occupation and sector. But in some cases since the 

labour market is not specialized by sectors and industry, I have identical members of a 

common labour pool, namely daily wage labourers.  

 

1999       2005         

    Total % Male Female Total % Male Female 

Constant 

growth 

rate 

 

Sectors 

Major 

Occupational 

Groups 22194112 100 12668925 9535187 27 989 016 100 15 021 951 12 967 065 

0,05 

Public 

sector 

Legislator, 

senior 

officials and 

managers 10053 0,05 8546 1507 24 038 0,09 19 194 4 844 

0,19 

  

Agriculture 

professionals 917 0,00 917 0 34 379 0,12 23 010 11 369 
1,06 

  

Development 

agents & 

other 

technicians 65995 0,30 54328 11667 122 916 0,44 84 408 38 508 

0,13 

  Clerks  16541 0,07 14078 2463 18 368 0,07 11 684 6 684 0,02 

Private 

trade and 

service 730036 3,29 200686 529350 1 249 431 4,46 296 659 952 772 
0,11 

  

Sklled 

agricultur & 

fishey 9215385 41,52 7783940 1431445 12 444 189 44,46 9 188 572 3 255 617 

0,06 

  

Traditional 

manufacturing 2321480 10,46 238093 2083387 1 420 487 5,08 343 157 1 077 330 
-0,09 

  

 Modern 

manufacturing 32182 0,15 22069 10113 51 519 0,18 23 390 28 129 
0,10 

  

Daily/manual 

labourer 9766797 44,01 4321961 5444836 12 615 249 45,07 5 026 124 7 589 125 
0,05 

  Not stated 34726 0,16 14307 20419 8 439 0,03 5 752 2 687 -0,25 

 

A summary of the employment structure is presented in the above table. The 2005 data 

shows that 44,5% of the labour force is employed in small holder agriculture (both child rich 

and labour rich households), 45% in daily/manual labour as wage workers (daily farm wage 

labour, food for work, quarrying, construction, etc).  5% in traditional manufacturing 

(carpentry, painting, pottery, basket, textiles and clothing, etc), 0,2% in modern 

manufacturing (dairy processing, leather work, grain milling, etc.), 4,5% in commerce and the 

service sector (wholesale and retail trade, repairing of shoes, tools, food sale, tea shops, bars, 

barberry) and 0,72% in the public sector. The proportion of the major occupational group 
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shows that almost 99% of the employed persons are self employed in the private sector either 

as agriculturalist (both in the subsistence and cash crop sectors) and daily wage labourers. Of 

the 44,5% persons employed as small holder agriculturalist, a little more than half of them are 

child rich households controlling about 40% of the crop area lands. The rest are labour rich 

households mainly engaged in cash crop activities. Considering the number of the subsistence 

households and the daily wage labourers, about 75% of the rural employed person is engaged 

in unproductive employment.  This implies that there is potentially abundant labour that can 

be used for economic growth without seriously affecting agricultural output. 

Decomposing of Employment Growth and Change 

At the most general level, the sources of employment growth depends on the growth of 

inputs (land and labour), final demand (consumption, investment, government spending, 

import and export), and productivity (output growth that exceeds growth in measured inputs). 

While many restrictive assumptions are necessary to apply this framework in a strictly 

numerical sense, it is nonetheless useful to consider them separately, before developing some 

form of combination of the sources. 
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Land is one of the major sources of employment creation in rural areas. It is the 

fundamental source of agricultural wage employment in the rural areas. The agricultural wage 

employment can be divided in two types: low-input cash crop farming conducted by labour 

rich households and high-input food and cash crop farming by large scale capitalist 

entrepreneurs and/or state intervention. As we saw on the table large scale is almost non-

existence, probably with the exception of the recent phenomena of flower export farming. 

If one excludes the number of subsistence households from the self-employed agricultural 

holders, about 15% of the rural employed person is engaged in low-intensive cash crop 

production. There are two types of cash crops. Food cash crops including teff, oil seeds, 

coffee, pepper sugarcane and non-food cash crops such as cotton, tobacco, khat, etc. Cash 

crop is produced by labour rich households who have relatively large size of land and draught 

power.  

If there is to be an employment creation through land input growth, this can come only at 

the expense of either the environment or small scale subsistence agriculture (see the current 

issue on land grab). There are two trends which could intertwine to create a huge increase in 

land: out-migration and land market. Since area could not expand, land is used intensively 

through the application of more wage labour. Labour intensity in production means a given 

level of output can provide more jobs.  

Accessing land through market requires institutional development. Property rights such as 

private land use rights should be defined and in situations where such rights are well-defined, 

information relevant for land markets should be available for increasing participation. If 

institutional rigidities prevent development of perfect land market, increasing labour has to 

move out from the farm sector in the form of migration or be engaged in the local non-farm 

economy.  

The local labour market condition is determined mainly by daily wage labourers, 

consisting about 45% of the rural employment. This figure shows that growth in rural 

employment is a result of labour supply pressure in the absence of a process of labour demand 

creation. The public investment (in the infrastructure and construction sectors) is almost 

negligible and the households do not have consumption expenditure power. This suggests that 

factors that can play a central role in rural job creation are almost non-existence. The entry 

point for the labour surplus is the daily wage market (quarrying, mud plastering, road paving, 

harvesting, transporting, charcoal production, etc.). Daily wage labour is distress driven. 

Labour productivity (labour productivity is measured as output per person employed) is a 

major source of employment. Theoretically, there is a positive relationship between labour 
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productivity and employment (demand for labour) and this relationship can be explained in 

three different ways. First, when output per worker increases, workers’ contributions to firm 

revenue increase, causing demand for workers to increase also. In this case the firm hires 

additional labour for more revenue. Second output growth resulting from productivity growth 

will cause unit costs to fall, increasing the firm’s profitability. This will make the firm more 

competitive in the market, and the firm is likely to expand output by hiring more labour. 

Third, higher productivity (wage employment sector agribusiness for instance) causes prices 

to fall which will lead to increased demand for the product and hence higher demand for 

labour.  

But we have lower labour productivity as a result of low level of capital intensity 

(estimated by the capital/labour ratio). The use of tools and machinery makes labour more 

effective. In labour abundant countries like Ethiopia, however, labour-based technology is 

generally considered appropriate. This does not mean that there is no need for capital 

equipment. What it means is that the society should not be more capital intensive. Instead, 

labour intensive jobs (such as road infrastructure projects) should be promoted. Labour-based 

infrastructure projects require accumulation of capital and investment (which depends on the 

rate of savings).  

In the rural Ethiopia, labour force is not only large but also rapidly increasing. In a 

situation where there is a limited final demand and where there is less output augmenting 

factors (capital, fertilizers, water), increase in labour supply leads to low productivity of the 

employment sector, because of the low input nature of the sector, i.e., employment is created 

by low input (or leads to unproductive employment). Employment is distress driven not 

policy based final demand driven, because capital for employment is less compared to the 

growth in the labour force.  

Population Pressure and Movement toward Markets: Change in Rural 

Economic System 

A rapidly growing population or labour force encourages scale effects in terms of a large 

domestic market by increasing the demand for consumer goods and by stimulating growth of 

production (Crenshaw, et al. 1997). To gain the scale benefits from large size market, it is, 

however, necessary to raise the productive capacities of the economies. 

Subsistence labour/households are selling their products in the market even if they are 

primarily interested in use value. Not all of them are self-sufficient in everything they need. 

For instance, they sell grain to buy cooking oil and salt. This kind of exchange is about 
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meeting needs, not making money as an end in itself. But as the marginal productivity of the 

subsistence labour decreases, due to continued increase in child-rich households and the 

consequent limitation in land-use changes (extensification and intensification), subsistence 

labour starts to depend on the market for the sale and purchase of production inputs and 

satisfaction of wants.  

Despite spatial differences in the population pressure, there appears to be different ways in 

subsistence households’ involvement in the exchange market. Initially when area expansion 

ceases to be the means of increasing production and when their land size holdings decline 

they start to produce high value crops using inputs mainly of labour. They, for instance, 

produce khat cash crops for sale. This contributes to the market integration of the different 

components of the economy. The market forces of cost and demand which transact produced 

item of khat are now functionally linked with those that transact the labour and land resources 

producing khat. A change in khat price "feeds back" on the rent price of khat land and the 

wage price of subsistence farm labour producing the khat.  

The second alternative which contributes to market integration is subsistence households’ 

involvement in land market.  When the return to intensive labour inputs becomes less (or 

when the start to receive low price for the cash crops), they start to expand production through 

land rent or share cropping. This is a kind of area expansion but through market mechanism 

and this leads to the development of land input market. Land becomes such a marketed 

commodity, whose ownership or use is something bought and sold for a money price 

determined by the same forces of market exchange which determine prices of labour and 

material items. 

When the return from rented land becomes low, subsistence households start to sell the 

household labour. A household head start to engage in agricultural wage employment 

(seasonal or causal) in order to maintain or compensate the level of food and cash needs of the 

household. When the off-farm agricultural wage becomes low (below the subsistence wage 

level), household labour starts to migrate to rural towns or urban areas in search of more 

favourable opportunities. The search for a labour market outlet in distance regions is 

enhanced by the rapid growth of the rural labour force. Rural towns become the main 

evacuation points for unemployed or under employed rural labour.  

Both the demand and surplus sides of the population pressure lead to the development of 

the market mechanism to bring together in a mutual dependent ways the input and output 

components of the rural economy. Population pressure has both a demand and scale effects. 

The transition from the subsistence to an employment based economy integrates the markets 
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in production, land and labour (demand effects). The rapid increase in the size of the 

population pressure drivers has scale effects in terms of large domestic markets that include 

not only agriculture, but also small manufacturing, trade and service.  

Population pressure has an integrative and expansion effects on the domestic market. This, 

however, does not mean that there is a well functioning factor markets. The proper function of 

the market depends on the presence of institutional framework. For instance, if there is 

institutional rigidities in land market (problems of ownership rights), increasing labour 

surplus has to move out from the farm sector in the form of migration or engagement in non-

farm activities. The role of population pressure is the expansion and integration of markets, 

while institutional framework contributes to greater market efficiency and equity. 

Structural Transformation Model, Growth and Employment Creation 

Policies 

There are short and long-run consequences of the high population pressure. In the short 

run population pressure leads to decline in land/labour ratio, low land productivity, food 

insecurity, under employment, unemployment and unproductive employment. In the long run 

high population pressure creates conditions for rapid structural transformation and the 

development of the rural economy. 

Population pressure has created five conditions necessary for structural transformation and 

these conditions are related to functions and scale. First, spatially and over time, increase in 

the number of child rich households led to the culture of efficient use of resources. 

Agriculture has qualitatively developed from a simply backyard and livestock activity into a 

standard of small holder subsistence activity. Secondly, relative factors of scarcity have 

created a capacity how to take advantage of the agro-ecological opportunities and this has 

diversified the land based economy into food and cash crop components.  Third, as a 

consequence of diminishing returns to land and increase in labour surplus, the land based 

economy (subsistence) has changed into an employment based economy (self and hired wage 

employment). Fourth, population pressure has led to the integration of input and output 

markets and transformation and development of the rural market functions (manufacture, 

trade and service). Fifth, population pressure has scale effects (increasing producers and 

consumers).  

Without population pressure economic structural transformation takes long time (may be 

centuries depending on speed and size). In that case transformation is mainly a result of 
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gradual institutional and market reforms rather than an outcome of population pressure 

incidence.  

In the literature the economic aspect of structural transformation is understood as the 

movement of the economy away from subsistence-oriented household-level production 

towards an integrated economy based on greater specialization, exchange, and the capturing 

of economies of scale (Lewis, 1954; Ranis and Fei, 1961). In the two-sector theoretical model 

modern economic growth is associated with the rise of manufacturing activities and decline of 

subsistence agriculture.  

The two-sector theoretical model is not helpful to analyse the structural transformation 

created by the population pressure for two reasons. First, as we have seen population pressure 

has created multisectoral conditions both in the land and employment based economies. These 

economies are diversified but are not yet specialized enough for dualism modeling. The rural 

economy cannot be characterized into simple dichotomy of traditional agriculture and modern 

industrial sectors. Second, in the dualism line of thinking there is demand and supply 

principle where the modern sector provides capital and while agriculture has to supply labour. 

The demand-supply side of population pressure is not like the pull and push factors of the 

market economy where price arbitrates the conflict between supply and demand.  

This does not mean that transformation needs not to go in the direction of dualism. Before 

trying to improve one sector, the modern sector, there is a need to transform the multisector 

economy. There is a need for parallel transformation of the subsistence and employment 

based economies: green revolution in the case of subsistence economy and migration-led 

urbanization in the case of the employment economy. In both economic systems growth is 

needed for guarantying food security and creation of productive employment. Once this is 

achieved as an intermediate stage, in the long run one can apply the dualism concept. 

Population pressure has created conditions for structural transformation, but it is the function 

of government policy and markets factors to qualitatively change the conditions into dual 

economy for long run economic growth and development. 

Policy of green revolution to get-rid of the subsistence sector 

The subsistence sector is a deficit and unproductive sector. There is no need to sustain it 

through reforms aimed at developing its tillage/cropping systems and efficiency in a way that 

can be suitable for the soil and climatic conditions. The subsistence sector has to disappear or 

dissolve into the employment sector and this can happen mainly through the green revolution 

undertaken in Asian countries. Green revolution leads to a significant increase in agricultural 

productivity resulting from the introduction of high-yield varieties of grains, the use of 
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pesticides, and improved management techniques. Green revolution requires government 

investment in infrastructure such as irrigation, land consolidation programme (and/or 

formalizing land market), and modern input provision with all the infrastructure and packet. 

(for details and applicability in the African context see SIDA 2006). To get quick positive 

effect of this policy measure it is necessary that the package is accompanied by family 

programming (demography and health programs). The experiences of India (sources) show 

the following positive impacts of the green revolution 

--Where new agricultural technologies and modern farm inputs become available, they 

lead to agricultural surpluses in some commodities and increased opportunities for trade. 

--Increasingly productive modern agriculture requires inputs and services, such as seeds, 

fertilizer, credit, pumps, farm machinery, marketing, and processing facilities, which, in turn, 

create a growing demand for nonfarm firms that can provide these services.  

--Farm households, as their incomes grow, increase their expenditure share on non-food 

items, thereby accelerating demand for nonfarm goods and services, such as housing, 

clothing, schooling, health, prepared foods, visits to town, and trips to the cinema and tea 

shops, which collectively increase the demand for rural transport services (Hazell and Roell 

1983).  

--Some nonfarm activities, initially undertaken by farm households for self-consumption, 

spin off as separate full-time commercial enterprises. Others, particularly labor-intensive 

household manufacturing of baskets, pottery, and roof thatching, die out, displaced by the 

import of cheap plastic pails, iron vessels, and corrugated roofing from urban factories (see 

Hazell and Roell 1983). 

--Changes in consumer spending likewise contribute to faster growth in services and 

commerce. Consumption data indicate that as incomes rise, rural households increase 

spending on such services as education, health, transport, cinemas, prepared foods, and 

transport faster than they do on local manufactured goods. 

Policy of emigration-led urbanization to transform structure of employment based 

economy 

Finding solution to the consequences of the demand side of the population pressure can 

not by itself serve as the engine of growth at a time when there is an increase in labour 

surplus, characterized by young age population. One has to find solution to the supply side of 

the population pressure through policy of emigration based urbanization (creation of new 

urban spaces in rural areas). Urbanization of rural areas through large scale migration of rural 

labour has positive impact on development of the employment based economy.  
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Various literatures recommend the promotion of non-farm economy through provision of 

credit (micro finance), business support services in training and technical assistance, and 

provision of infrastructure such as electricity and water. Such policies can lead to the growth 

in non-farm activities and the process may lead to achieve increasing income in the existing 

occupation. As we have seen the employment sector has no productive capacity to absorb the 

labour surplus. What is need is a shift to new occupations involving higher levels of skills and 

better technology. Higher levels of development require a transformation of the structure of 

employment in the economy (Lewis, 1954; Ranis and Fei, 1961). In other words, increasing 

labour surplus is absorbed by transforming the structure of the non-farm employment, not by 

supporting continued diversification. 

In rural areas productive capacity of the employment based economy can evolve through 

the development of small scale enterprise in small towns, development of rural enterprise, 

township, village enterprises; and promotion of small towns as centres of economic and 

business transaction. The government should be committed to a policy of development of 

small urban centres and control the development of large cities. Active promotion of towns 

and rapid development of township and village enterprises give a boost to rural urbanization. 

Rural labour emigration has a series of chain effects once it has started. The experiences of 

China (Sheng 2006, Garcia 2006) and USA (Hathaway 1960) show the following positive 

impacts of rural labour flow on agriculture development and urbanization. 

• In the rural areas labour force migration enables the recombination of factors of 

production among households and regions. It can create a system of land transfer which 

enables some farmers to benefit from scale operation. The acceleration of labour emigration 

and floating population increases the level of mechanisation of agriculture and application of 

new technologies. 

• In the urban areas labour emigration lowers the costs of urban development and 

facilitates the reform of labour and wage institutes. The negative influences of labour 

emigration on urban development, such as the pressure on infrastructure and housing, can be 

solved through changes in the management system of the public services in urban areas. It is 

not prevention of labour emigration, but institutional innovation which can resolve the 

supposed negative influences of labour emigration. 

• Labour emigration accelerates fertility decline through delayed marriage and acquisition 

of new urban life concepts. 

• Rural labour emigration accelerates poverty alleviation for various reasons: the number 

of poor people decreases as most of people start to acquire employment opportunities in urban 
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areas. Remittance can contribute to the farm household budget and some returning labourers 

may start up enterprise in their villages. In the long run farmers’ income growth can be 

sustainable by relying on labour emigration and reducing of the rural population through 

urbanization. 

The idea of labour emigration led urbanization captures the on-going choices of livelihood 

strategies of rural households. Since 1995/96 there is a dramatic growth in enrolments in 

primary schools throughout the rural areas of Ethiopia. Population pressure, resource scarcity, 

changes in farmers’ occupational value, preference and attitude towards education are 

considered important determinants for the explosive expansion of mass education in rural 

Ethiopia (Tegenu, forthcoming). Currently most parents are sending their children to school in 

order to prepare them for the unavoidable migration to urban areas. 
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