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The article briefly presents a theoretical overview of the concept of development of rural areas as a
policy and process. Then the main models of rural development and the underlying policy are critically
analyzed. The study of the models was carried out using a comparative method of analysis. In this article the
study was focused on the analysis of European models and policy, aiming at identifying the main shortcomings
that hinder the sustainable socio-economic development of rural areas. The study of scientific literature and
international works helped to justify the model of economic diversification needed for the socio-economic
development of rural areas. Then measures are presented which need to be taken into consideration for
diversification policy. In order to identify the possibilities and scale of diversification of rural territories, it was
proposed to carry out mapping, which will provide an opportunity to develop and implement a policy of targeted
development, taking into account the specifics and potential of every individual rural territory.
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Introduction

Nowadays Armenian rural territories face a number of problems that prohibit sustainable socio-
economic development of those territories. Alongside with socio-economic problems, rural territories
are characterized with migration. These are conditioned by the poor developed or absence of
infrastructure, poor conditions for development and advance as well as by generally accepted belief
that there is nothing interesting in rural areas. Whatever the reason for underdevelopment, it is evident
that the model of rural development is imperfect. In order to reach sustainable development, there has
been an emphasis on evidence-based policy in the world since recent years which is a good shift, as it
means that the policy will be developed based on precise and detailed elaborations. In this context, it is
necessary to elaborate the kind of model that will be reliable, viable, evidence-based and sustainable.

Problem setting

For this reason, we have aimed at implementing research to find out basic models that have
been used over different periods of time. We will analyze the main characteristics and work out the
model based on evidence which will position rural areas for strong growth and guarantee socio-
economic development of rural areas on the basis of sustainability. For this reason we have chosen to
consider and analyse European approaches which went through different phases by constantly
improving rural development models and underlying policies.

Outcome of the study

The issue of rural development as a special area of policy, practice, and research has become the
subject of extensive discussion in scientific circles. Changes have taken place not only in terms of the
nature of agriculture but also in terms of the policy and approaches adopted towards the development
of rural areas.

The term "rural development" refers to the approaches that States adopt towards the intervention
in underdeveloped economies. This is more comprehensive and specific than just "agricultural
development". It is more comprehensive because it implies much more than the development of
agricultural production. This approach assumes that the economy must develop as a whole. The
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specificity is due to the fact that it focuses on poverty and inequality. On the one hand "rural
development" is related to the agriculture and other aspects of rural economies, on the other hand
analysis of distribution issues requires an interdisciplinary approach, during which the socio-political
factors interacting with economic processes are also taken into consideration. The term "rural
development" can also be used to describe the processes of changes in rural societies. At the same time
it should be noted that not all the processes are related to government action (intervention). In this
case, the activity of "rural development" which is a form of state intervention, should be considered as
one of the stakeholders, although it is becoming more and more important [1].
Harriss finds that rural development can be viewed in the context of one of the following

options

> activities carried out by the state, where the emphasis is on development policy

> abroader process of change in rural societies that may or may not involve state intervention

It is noteworthy to study the European experience related to the development of rural areas and
the implementation of rural development policy. Here are the main models of rural development that
show the changes and developments in terms of the accepted approaches towards rural policy. F.
Mantino [2] gives the description of the three models to be as follows.

Table 1
The comparative description of the models of rural development of the European Union countries

Policy settings Type of policy
Industrial Redistributive Territorial
1 2 3 4

Aligning income with Use of internal resources of

other industries

Compensation for the
effects of adverse natural

The goals of policy
the territory
and socio-economic

Diversification of income of
factors

agricultural enterprises

Production growth
(enterprise level)
Bridging the gap
between backward rural
and urban areas

Intensification of New forms of cost reduction
production (capital per

unit area / Tabor) Distribution of forms of

. . . diversified activities
Diversification of

agricultural enterprise
income

The formation of non-
agricultural activities
(industrial and craft
production, services, etc.)

Privileged policy
type

Support for investment
in enterprise
development

Direct support to
producers' income

Compensation to
mountainous and
depressed areas

Support for investment in
the development of an
agricultural enterprise

Diversification of
agricultural enterprise
income sources

Supporting income
diversification

Local Economic
Development Policies

Supporting the development
of infrastructure and services
for local people

Support for investment in an
agricultural enterprise
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1 2 3 4
The role of “Container” resources / | The central role of weak | Attentive to everything rural
territories investments in rural areas (hilly,

Rural heterogeneity in a

agriculture mountainous areas, )
regional and European

depressed rural areas,

disadvantaged areas, etc.) | COMEXt

Rural = agricultural

Space .. . ..
Multidimensional definition

of the term “rural”, borders
with variable geometry

Attention to the criteria

Dualism rural / urban for the definition of

Insignificant local “weak rural areas”
context Bridging the gap between
weak rural and urban areas
The role of The central place of The central place of The central place of
industries agriculture and agriculture agriculture, the engine of
professional rural development processes

Other industries as an (the first version of the

opportunity for model)
Integrating Agriculture | diversified development

and Agribusiness into a | of agricultural enterprises | The central place of other
Global Context industries for the
diversification of the local
economy (second version of

agricultural enterprise

the model)
The role of social The central place of The dominance of Rural development as a
structures professional producing organizations | process with multiple actors
(operators) organizations, o
N Great attention in The need for forms and
organizations of , ) )
relation to operators of mechanisms for conflict
manufacturers )
non-agricultural sectors management
Central place to the concept
of partnership
Central place to distribution
networks
The role of Concentration of The dominant role of Creating forms of local and
institutional policy management in | industry administration in | decentralized government
structures the hands of the managing policy

industry administration | directions Multilevel management of

(regional and national) policies and areas of

Dissemination of forms development
of cooperation and / or
integration with the
administration of other
industries

Mantino F 2010 Rural development in Europe: politics, institutions and actors since the 1970-s up to now

The industrial model is based on the ideology that links the development of rural areas to the
modernization of the agricultural and agro-industrial complex, in which the agricultural sector is of
primary importance. At the same time, the table shows that policy is directed towards achieving
income equality with other industries which is unattainable. Therefore, the EU's Common Agricultural
Policy (CAP) Strategy for the Modernization of the Agricultural Sector leads to conflicting and
unacceptable results. European scientists admit that the identification of rural development with

agricultural development becomes unsatisfactory and unstable over the years.
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The redistribution model is used in cases where the goal of state policy is to mitigate the
existing disproportion between the most backward rural areas and other sectors of the economy. This
model focuses on the development of targeted programs aimed at focusing financial resources on the
development of backward areas (equalization policy). In Europe, the rural policy redistribution model
was used in the 1970s and 1980s, mainly in unfavorable mountainous areas, as well as in poor,
backward, marginalized areas.

Territorial model: In case of territorial model, the development policy is not based on the
industrial interest and is not directed to the certain group of people, rather, it is focused on the
development of geographical areas (rural areas). Rural areas are seen to be favorable for the
implementation of new economic activities that are often associated with more advanced fields of the
modern economy, such as information technology, and many areas have gained employment from the
establishment of new firms and types of employment [3].

However, there is no single sector that can be seen as a source of employment in rural areas,
thus a lot of things depend on specific features of local characteristics. This means that due to the
diverse nature, rural areas most benefit from local solutions which reflect conditions, capacity and
capabilities within and around them. At the same time action at this micro-level is most effective when
it follows a networked model, bringing together the local and the external, the bottom-up and the
topdown, but with local actors enabled to steer larger development processes to their community’s
benefit [4]. LEADER initiative (French name for "Liaisons Entre Action de Developmentpement de
I'Economie Rurale" - Links between actions for rural development) which is a “tool for developing a
territorial approach at microregional level concerning the diversity of rural areas” [5] is based on the
above mentioned features. However, this initiative is considered important due to the ability to
embrace the complexity of the territorial system, meaning the rural infrastructure, common goods,
local and cultural heritage, organizational capacity, knowledge transfer and suggests [6] seven guiding
principles, which are as follows.

Table 2

The seven guiding principles that make up the LEADER approach

The Leader approach shall comprise at least the following elements:

(a) area-based local development strategies intended for well-identified subregional rural
territories;

(b)  local public-private partnerships (hereinafter local action groups);

(c)  bottom-up approach with a decision-making power for local action groups concerning the
elaboration and implementation of local development strategies;

(d)  multi-sectoral design and implementation of the strategy based on the interaction between
actors and projects of different sectors of the local economy;

(e) implementation of innovative approaches;

® implementation of cooperation projects;

(g)  networking of local partnerships.

Source: (COM 2005 p. 25)

As we clearly see, over the years, there has been a sharp decline in the relative economic
viability of agriculture. Subsidies are no longer considered the main tools for development, other tools
and measures are being elaborated and implemented. These circumstances create a need for new
solutions. OECD’s New Rural Paradigm report in 2006 [7] reflects the new approach by shifting the
attention on competitiveness of rural areas, where different sectors of rural economies come to play,
investments replace subsidies and the range of actors is extending. There has been a shift towards a
new approach as shown in Table 3.
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Table 3
Old approach New approach
Obicctives Equalisation, farm income, Competitiveness of rural areas, valorisation of local
Vi . L
) farm competitiveness assets, exploitation of unused resources
. Various sectors of rural economies (rural tourism,
Key target sector Agriculture . .
manufacturing, ICT industry etc.)
Main tools Subsidies Investments
. All levels of government (supranational, national,
National governments, . . .
Key actors regional and local), various local stakeholders (public,
farmers .
private, NGOs)

Source: OECD, The New Rural Paradigm: Governance and Policy, Paris: OECD 2006
http://'www.oecd.org/gov/regionaldevelopment/thenewruralparadigmpoliciesandgovernance.htm

As we see, the policy has shifted towards territorial development (rural areas). However, the
territorial model presumes multidimensional nature of rural areas due to their multifunctionality and
the necessity to reduce the diversification gap [8]. At the same time, F. Mantino [2] proposes to divide
the model of territorial development into two different options. The first option offers to focus on the
development of agricultural and agri-food sectors as the engine of rural development. The second one
focuses on the economic diversification of the local economy. With the second option, rural
development will not be based on a mono-functional industry mostly related to agriculture. This is
important because on the one hand, it cannot be considered a major source of employment and income
for the rural population, on the other hand it will fail to create resources and guarantees for the state.

Thus, the analysis of foreign models and related policy shows that transition to a new model is
required that can promote the increase of production capacity and living standard in rural areas, as well
as the stability of the rural population and labor force. Based on the analysis of aforementioned models
we suggest a model of diversified economic development.

In their work of “Diversification of rural economy in the function of sustainability of rural
areas” [9] the authors represent research conducted by Spi¢ka and Pickova (2007) which showed that
the greatest changes within the EU 27 rural policies were made in the period from 2003-2005. In order
to improve rural areas and increase the agricultural households’ income, there arose a need to adopt
the new concept of the Rural Non-Farm Economy.

The Leader axis (axis 4) also contributes to the diversification of rural economy. Leader projects
support bottom-up rural development priorities, such as business competitiveness, environmental
sustainability, economic diversification and quality of life. Local development strategies (part of the
Leader approach) often aim at creating new jobs in non-agricultural activities [10]. One of the external
advantages brought by diversification at local and regional level refers to innovation, favoured by the
knowledge spillover effects, more likely to arise between rather than within industries [11].

Economic diversification as a model for rural development

As the conducted research shows, the new paradigm is connected with increasing
competitiveness of rural areas and developing various sectors of rural economies. Economic
diversification, in fact, implies diversification of people working, so it is a key factor for territorial
attractiveness. People, in particular talented, creative people, are especially attracted by places that
concentrate highly differentiated people and jobs, in terms of knowledge, skill, culture and ethnicity
[11]. Thus, diversification of the rural economy can serve as a foundation to make life in rural areas to
be sustainable, as well as to improve the living standards and strengthen the link between agriculture
and other sectors of the rural economy. Therefore, we think that development should be based on
economic diversification with territorial dimension, which means taking into account all the
possibilities that every single rural area offers due to its unique resources and specific conditions.
Rural economy diversification requires holistic approach. The authors of “Diversification of rural
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economy in the function of sustainability of rural areas” article present direct and indirect measures for
rural economy diversification suggested by Lugvig [9] as represented in Figure 1.

Fig. 1 Direct and indirect measures in rural economy diversification by Ludwig et al. (2010)

The diversification of economic activities and the multiplication of forms of external integration
have become a singular characteristic of the development of rural localities and regions. The strength
of rural development is based not so much on the scale economies of farms as on the economies of
diversity especially when the diversification of agricultural activities is combined with the
development of industrial and service activities [12].

Therefore, the model of diversification should consider the structure of the rural economy with
their multifunctionality. At the same time, the level of diversification should be taken into
consideration, which will make clear the real state of development potential and the possibility of
investment and new businesses in rural areas.

Besides that, the social sphere influences the reproduction of labor and has a significant
diversification potential to develop new types of economic activities encompassed in the social
services system, which are aimed at meeting the needs of the rural population. Diversification not only
promotes economic development, but also ensures the social development of rural areas in accordance
with the criterias such as the level of employment of the rural population, the average monthly salary
and living standards.
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Experience from foreign countries shows that not only investments, development of necessary
infrastructure, but also support to the rural community, indigenous people, and especially to the
traditional cultures, are essential for the socio-economic development of rural areas.

The discussions have led to the conclusion that economic diversification is a justified model for
development. However the success is conditioned by the features of rural areas. Every rural area has
its own characteristics that determine the possible directions of development. The potential for
economic diversification is based on multifunctionality of rural areas. This creates a lot of
opportunities especially for micro and small enterprises which are the backbone of the economy.
Disclosure of these opportunities requires clear measures. For this reason, we propose to carry out
mapping:

» by geographical area
» by climatic conditions
» Dby the typology of the rural areas

Such mapping will work as a tool for identifying opportunities for diversification and clarifying
means of cooperation promoting innovation and enhancing competitiveness of rural areas and the
contribution to socio-economic development.

Conclusion

The article discussed rural development as a policy and process. International practices of rural
development models have been studied in line with the objectives that define the current policy and
territorial peculiarities.

In the article territorial development was discussed at different levels disclosing tools and
mechanisms for targeted development. The revealed weaknesses in each model served as the basis for
the elaboration of the new diversified rural economy model which in our opinion will help to
contribute to the socio-economic development of rural territories promoting future sustainable growth
of those areas.
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U.U. Unwpbpwu
Lwywupwiph <wbpwwbpmput wEpwlwt funwdwpdwt wlhwnbdhw

<nnywdnd  hwdwnnin  Ybpwyny  ubpluwjwgynwd £ wbuwywu  wluwply  «qninuyut
nwpwdpubiph  qupqugnu» hwulugnipjwu Jwupt' npybu pwnwpwlwunyenu b gnpdpupwg:
dbpindynd Gu gyninwwu mwpwdpubph qupgugdwu hhduwlwu dnnbjubpp W npwug hhdpnwd
puywsd pwnwpwlwunyeniup: Unnbjubph nwnwduwuppnieniut hpwlwuwgynd & hwdbdwwnwlwu
dbennh Yppwndwdp, htugbind Gypnwwlwu thnpép nwunduwuppdwt ypw, nph twywwwlu §
hwjinuwpbpb] wju hpduwywu ebpnygniuubpu nu pwgennndubpp, npnup  funspunnuind Gu
gjninulwt wmwpwépubph Yuynit unghw-inunbuwwu qupgugdwup: Fhunwlwi gpulwungejuu
L dhowqguwiht wluwwnnieniuttph  hGwwgnundwu 2unphpd npwbtiu - gyninulwt  wnwpwdpubiph
unghw-inunbuwwu qupgugdwt wnwugp, hhduwynpnd £ numbuwlywu nhyGpupdhlywughwih
dnnbifh Yppwnnwip: Lbpywjwgynd £ nhdbpupdplwghwih utywwmwyny hpwlywuwgdwu Gupwlw
dhongwnnidubipp:  Sninwlywu  wmwpwdpubiph  nhybpupbplwghwih  hutwpwynpnigyniuutiph W
dwugnwph pwgwhwjndwt twywwwyn wnwownpyyb) bt ppwlwuwgul  pwpnbquagpnid, npp
huwpwynpniejnitu Yuw dowyb b ppwywtwgul] uywwnwlwiht qupqugdwt punwpwlwunteintu,
hwodh  wnubin jnipwpwugnip  wwpwdph  wnwuduwhwwnignttt nu - puwnbuntpuwihu
wnwnbughwin:

Pwuwih pwnbp. dnnbjubp, gnuqulwu qupgqugnud, gnuquyuwu  punwpwlwunientu,
nhytipupdhlwghw, dhongwnnidubip, pwpunbtiquagpnid:
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OCOBEHHOCTH PA3BUTHSA CEJIbCKHUX TEPPUTOPUM.
NNOJIUTUKA U MOJIEJIN

A.C. ApakejsiH

Axaodemus eocydapcmeennoeo ynpasnenus Pecnyonuxku Apmenus

B cratbe KpaTko TMPEACTaBICH TEOPETUYCCKUN 0030p KOHIEMIIUN pPAa3BUTHUS CEIBCKHUX
TEPPUTOPUM KaK MONUTUKYU U IIpoLecca. 3aTeM, B CTaThe aHATU3UPYIOTCSI OCHOBHBIE MOJIETHN Pa3BUTHUS
CeJBbCKUX TEPPUTOPUIN M OCHOBONoJIararonias noautuka. MceciaenoBanue Moaenel OCyIIECTBISETCS C
WCIIOJIb30BaHUEM CPABHUTEIBHOIO METO/IA aHAIN3a, OCHOBAHHOTO HA U3yYEHUH €BPOIEHCKOTO OIbITA,
LEJIbI0 KOTOPOTO SIBISIETCS BBISIBICHUE OCHOBHBIX HEJOCTAaTKOB U YIIYIIEHUH, KOTOPbIE MPEHSTCTBYIOT
YCTOHYMBOMY COI[MAJIbHO-IKOHOMUYECKOMY Pa3BUTHUIO CEJIBCKUX TeppuTopuil. M3ydeHue HaydHOU
JUTEPATyphl M MEKIYHAPOAHBIX pPabOT OOOCHOBBIBACT MPUMEHEHHUE MOJICIM DKOHOMUYECKOH
IuBepcu(UKANN IS COIUATbHO-9KOHOMUYECKOTO Pa3BUTHS CENbCKUX Tepputopuid. [IpencraBieHsl
MEpbI, KOTOpPhIE HEOOXOMUMO TMPEANPHHITH JUIsi JuBepcHuUKaimu. B  1ensx BbIIBICHHS
BO3MOKHOCTEH M MacmTaboB AMBEPCUPHUKAINH CEITHCKOW TEPPUTOPHIA OBLIO MPEII0OKEHO MPOBECTH
KapTorpaupoBaHHe, UYTO JAacT BO3MOXKHOCTb pa3paboTaTh M pealn30BaTh MOJUTHKY IIEJIEBOTO
Pa3BHUTHS C YUETOM CIICIU(DUKU KaXI0H OTACTHLHONU TEPPUTOPHUH.

KawueBble ci10Ba: MOJIENH, CEIILCKOE PA3BUTHUE, CEIbCKAs TIOJNUTHKA, TUBEPCH(UKAIIS, MEPHL,
KapTorpagus.
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