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ABSTRACT

Studies on the relationship between rural diversification and rural development in

Indonesia have gained its pace in the last two decades. Rural diversification in a small

farming region has led to varied and contradictory interpretation. Rural diversification
can be seen as a sign o/ € n or capital accumulation and

ither rural economic stagnatio
economic progress depending ona specific locality where it prevails. Yogyakarta Special
Province (DIY). Indonesia is a part of Java [sland where the process of rural diversification
has gained its pace since the 1970s, triggered by investment orn rural infrastructure

Jeading to higher quality of human resources.
g the definition of rural diversification and the position

This paper aims al formulatin

of agricultural diversification in @ small farming region on the basis of an extensive

literature review. A4 comparison of the existing definition of rural diversification is made

from the available materials representing various parts of the world. Additional
empirical study on rural diversification in DIY is presemed

information concerning the
for the formulation of a definition of rural

in order to complement the theoretical review

diversification in a small farming region.
The process of rural diversification in DIY since the 1970s has shifted from a supply-

pushed to demand-pulled type non-farm production and employment. This has led to the
relative decrease of the contribution of agricultural sector in £oth production and
employment in the province. Rural diversification is defined as the outcome of a process

- growing importance of non-agricultural employment and incoines for rural households
as a consequence of their increasing participation in non—agriculmral activities like
services, commercid ither or not related to agricullural

| and/or industrial activities, €l

ctor and located both in the rural areas as well as in the nearby urban areas. Taking
his definition s given, agricullural diversification may be treated either as further
consequences oF underlying causes of rural diversification.

words: Rural diversification, agricultural diversification, rural development,

all farming-region
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INTRODUCTION

Prior to the crisis, Indonesia has experienced an impressive economic growth of ove
5 percent per annum. This relatively high growth could be maintained for about two decades
This was mainly achieved through the buoyant oil revenue during the 1970s and a relative y
successful economic transformation during the 1980s (Manning, 1988). At the same time
the economic structure of the rural areas experienced a considerable change in terms0
employment and incomes. In the case of DIY, the rural economy has diversified, resultingi
the growing importance of non-agricultural production, employment and incomes
Investment in rural infrastructure during the oil boom has facilitated population mobili
toward employment opportunities either in the nearby rural areas, or in towns wi
commuting distance. According to a number of studies incomes generated per unit of time
by these non-agricultural activities is generally higher than those in agriculture (Mauret
1991; Effendi, 1993 and Rotge et all, 1995 and 2000). i
The diversification of the rural economy in areas with an inadequate supply of lan
and an abundant surplus of labor like the one in the province has led to varied, ai
sometimes, contradictory interpretations (Rigg, 2001). First, rural diversification has be
viewed as a symptom of economic marginalisation. This interpretation is based on
assumption that involuntary involvement in non-agricultural activities is often the i
rather than exception. Thus, according to this view rural non-agricultural activities
explained by the supply-push rather than demand-pull factors. Within the context of sil
farming in Java, rural non-agricultural activities are undertaken as a part of occupatio
multiplicity for a bare subsistence (White, 1976, 1986; Jones, 1984; Hart, 1980, 1985).
Second, rural diversification in Java has been viewed in a more optimistic way,
because of capital accumulation in the rural areas. This process of capital accumulation
seen as a corner stone for further growth and development of the rural economy (Svensso
1991). This view asserts that rural diversification in Java cannot only be understood as
involutionary process in the Geertz connotation or as a socio-economic marginalisa i
(Titus et al, 1994). Rotge et al. (1995 and 2000) in more recent studies in DIY have sho¥
that the higher level of rural diversification in terms of employment sources reflects am
dynamic rural economic development. Maurer (1991) argues that the diversificationof
rural economy in the DIY and Java in general is not only a result of successful agricul
development supported by the oil-boom gain but is also related to the higher educatio
attainment and skill improvement leading to job specialization rather than occupatio
multiplicity (White, 1976). Educational attainment and human development index in
province is among the highest in comparison to the rest of Indonesian provinces
2001). The growing urban economy in Yogyakarta City led by international touri
higher education services have given ample economic opportunities for the moree
rural dwellers who live in the commuting zone from the town.
In a more recent observation, Huisman and Kragten (1995) arrived at the s
conclusion that in Bantul District of DIY non-agricultural rural activities are not ma gins
definition, but can be viable dynamic undertakirigs. In their research village of Mat i
ather spectacular developments in the sub sector of leather goods were found toh
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taken place. Cottage industries have grown to medium-sized firms in a short time span only.
Farmers in the area increasingly meet problems in finding farm laborers, which shows that
the non-agricultural activities have started to out-compete agricultural work in this micro
context. In an increasing number of households, considerable proof of capital accumulation
has been found.

Apart from theoretical differences, the varied interpretation on the nature of rural
diversification and the possible contribution of rural non-agricultural activities to rural
development is also attributable to the fact that most studies do not pay sufficient attention
to the regional contextual factors which affect the process of rural diversification (Titus, et
al, 1994). Regional contextual factors such as the level of agricultural development,
accessibility, population density, proximity to urban centers and rural-urban linkages are
very relevant in conditioning the growth and development of rural non-agricultural activities
(Haggblade, 1989). Basant (1994) asserts that economic diversification in rural areas is one
aspect of macro-economic changes taking place in the economy as a whole. Consequently,
many factors affecting rural diversification may originate from outside the micro rural location.
Therefore, Smith (1970) argues that the living conditions of rural households may become
highly determined by external economic factors, in which they do not have much influence.
Thus, in order to understand the possible contribution of rural non-agricultural activities to
rural development, macro determinants on the growth and development of rural such activities
at the local level should be assessed simultaneously.

Available data on rural non-agricultural employment since the 17" century (De Vries
and Cohen, 1937; Fernando, 1996) shows that there is a consistent pattern of economic
diversification being determined by the level of integration of rural areas into the urban
capitalist economy. This means that the role of rural non-agricultural activities in rural
development should be understood in the context of currently growing rural-urban
interaction, taking into consideration both rural and urban-based non-agricultural activities
and their respective roles in rural diversification, as well as their changing relations with the
agricultural sector.

Rural diversification as an emerging concept in rural development has been understood
in different ways. From various existing works on this topic, rural diversification is
understood both as process and an outcome of a process of rural socio-economic
transformation. Moreover, rural diversification is also perceived differently to cover either
agricultural or non-agricultural activities and establishments. Agricultural diversification is
often considered separately as an underlying cause or effecwof rural diversification. Thus
in studying rural diversification in a specific geographical region a proper elaboration of
this concept is necessary. This paper aims at developing adefinition of rural diversification
ina small farming region of DIY.

Objectives

In order to understand the relevance of rural diversification in rural development, the
concept of rural diversification should be adjusted to local circumstances. This is partly
due to the fact that rural diversification is often used interchangeably with agricultural
diversification. The paper is aimed at inventing the variation of the concepts of rural
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diversification from an international literature and establishing an alternative definition of
ext of a small farming region of DIY on the basis of both

rural diversification in the cont
theoretical overview and review of various empirical studies. An assessment on the position

of agricultural diversification will be made to provide a theoretical view on the relationship
between rural diversification and agricultural diversification and their respective role in

rural development.
THE METHOD

The paper is based on a survey of literature on rural diversification and related topics.

Extensive inventory of literature, publications and reports on rural diversification from
how the varied definition

both developing and developed countries are made. This helps tos
of rural diversification across bio-physical and cultural region over the world. A numberof
relevant studies from Asia, Africa, Europe and Latin America are reviewed. The main
ingredients of the definition of rural diversification are identified from the available works

on the topic. A new operational definition of rural diversification for small farming regionis
proposed on the basis of this extensive literature study and some empirical studies of DIY.

At the same time 2 chronological review on the available studies on related topics in DIY 8
made to adjust the definition to local circumstances. Parts of the review of the empirical
conditions of DIY during the crisis is based on a secondary data analysis, utilizing production
and employment data of 1998 and 2000 that allow for an assessment on the shift of shareof
various economic sector during the period.
The paper is presented i~ the following order. After this introductory section, ai
account on the position of rural diversification in rural deve
the basis of available empirical studies. This is presented ina chronological order to provide
an insight to the role and contribution of rural diversification in rural development in DIY
since 1970s. An inventory and comparison among various definition of rural diversification
from developed and developing countries is made in the next section. The components of
various definitions are identified and compared to arrive atacommon view shared in order
to construct a new definition of rural diversification that suits the situation in a small

farming region. »

A\

RURAL DIVERSIFICATION AND RURAL DEVELOPMENT IN DIY

to be strongly determined by the level of
iversification is not only related to the availabi
level but also the conditions and nature national
and mostly international environments. This is very evident from the most importar
economic sectors of the province, ViZ. education service in DIY is catering national level
demands and the tourism sector is strongly tied with international tourist destina
networks. Moreover, the research area has been integrated into the capitalist economy
since the colonial period through the establishment of sugar cane plantations and i
processing industry, and now is among the most populous areas in rural Java with a very
high pressure on agricultural land. i

Rural development in DIY seems
diversification. In the case of DIY, rurald
of production factors at local provincial
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Thus at present rural diversification in DIY in the words of Kada (1983) can be
considered as a necessary ingredient for rural development. The importance of rural
diversification in rural development of DIY in the last four decades have shifted from a
symptom of economic marginalisation (Penny and Singarimbun, 1976 and White, 1976) to a
asign of dynamic growth (Rotge, 1992, 1993), Maurer (1991) and (Rotge et al, 1995 and
2000). A chronological presentation of the role of rural diversification in rural development
of DIY since the 1970s is given as follows:

Phase I: 1970s and before

In the 1970s, researches on the rural economy of DIY are commonly pointing to the
inability of agricultural sector to absorb the growing labor force. Greater portions of the
population are pushed in to marginal types of non-agricultural activities (Penny and
Singarimbun, 1976). Household members in the village of Kaliloro are involved in various
income generating activities, reflecting an extreme condition of occupational multiplicity
(White, 1976). This deteriorating condition in rural areas of DIY in this decade was partly
due to negative effects of exclusionary labor arrangements emerging from the green
revolution technology and the lack of rural infrastructure that facilitates rural-urban mobility
for urban employment.

At the same decade, the oil boom has led to agricultural commercialization and
remarkably generous government investments in rural infrastructure. The increasing
availability of rural infrastructure throughout the province has-increased the opportunities
for social and spatial mobility opportunities to large secw.ons of rural dwellers in the next
decade. At the same time, the increase of real incomes from agricultural production has
provided a basis for the rise of rural-based non-agricultural activities. Thus the provision
ofrural infrastructure has been the major starting point for the accelerated process of rural
diversification and rural development.

The work of Booth and Damanik (1989: 303), using provincial data from 1976-1982, is
also in line with this interpretation. They assert that in the DIY, the later part of 1970s saw
anabsolute decline in agricultural labor force; much of the increment to the labor force was
‘absorbed in small-scale industry, construction, trade and services. This experience was in
- sharp contrast to the country as a whole, where almost one-quarter of the increment in the
labor force was absorbed in agriculture. The figures for the DIY, flf particular, do indicate
some worrying trends. Most of the new jobs were created in construction and services; in
~ the later sector, average productivity per worker was rather less'than agriculture. There are
thus some grounds for concern that the absolute decline in the agricultural labor force has
beendue to push rather than pull factors, with those who have been pushed out of agriculture

only able to find less remunerative jobs in trade and services.
L A

11: 1980s

Entering the 1980s, the most evident changes have been the improvement of rural-
connections leading to the diversification of employment and income opportunities
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in the rural areas of DIY (Rotge, 1992; 1993; Titus et al, 1994). The excessive growth of
public and private transportation means as a response to the provision of infrastructure in
1970s has enabled rural labour to get involved in urban jobs with higher real incomes. It
seems that the improved rural-urban connections have also led to more productive utilisation

of land and human resources in rural areas. At the same time, higher incomes gained from
urban jobs have considerably strengthened the purchasing power of the rural dwellers 2 nd
consequently lowered the threshold for various goods and services. This in turn has
allowed the growth of more rural based non-agricultural activities, more especially in the
most densely populated areas of the province. The province also shows a considerable
variation in the degree of diversification among different agro-physical conditions and

accessibility (Titus et al, 1994; Huisman, 1994). Thus these conditions offer an interestin

opportunity for studying differential responses to rural diversification in the various type

of areas.
It is most probably true that in DIY, the growth of rural non-agricultural activities intf ¢

last three decades has been very impressive as i
From 1960 to 1980 non-agricultural employmen
comparable figure for agricultural employment is only about 10 percent. It seems that the
ending of the Javanese agriculture’s absorptive capacity for labour has been adjusted i
three different ways: migration to the outer islands, commuting and circulation for urbd
jobs and growth of non-agricultural employment (especially in trade, manufacturing an
services) in rural areas. Under conditions of a growing non-agricultural employment intl
rural areas of DIY, where landlessness and small farming are very dominant phenomen_
would be possible to explore the possibility of the relationship between the farm and nor
agricultural sides of the rural economy in the province, either at regional or house ol
level.

More recent works in this field reveal a more optimistic picture concerning the econe
of rural areas. The growth of rural non-agricultural activities is interpreted as a sign
dynamic growth rather than a symptom of poverty in the rural areas along the road corride
to Yogyakarta Town (Rotge et al. 1995 and 2000). They underline the importance of rur
urban linkages in terms of population mobility, commodity and infaamation flows. Thera
development of rural infrastructure, partly financed by windfall gain from oil boom int

1970s favorable socio-political stability during the last two decages, lend the best explana!

to the recent socio-economic changes.

t has grown at 160 percent, whereas e

Phase I11: 1990 — 1997

Entering the decade of 1990s, the diversification of rural economy of DIY in terf
rural non-agricultural activities cannot be regarded as involutionary or socio-€cond
marginalisation (Titus et all. 1994). Furthermore, the extent of such activities has been
substantial as noted by Huisman (1994) that although agricultural figures in the econ
strategies of three quarter of the households, only one third of these units fully depe I
agricultural production. The remaining two thirds is just partly dependent on the sec

-
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proceeds. Consequently, although strong differences exist between the sub-districts, many
rural households in Bantul cannot be labeled as agricultural households: it is quite common
that non-agricultural sources provide for an important share of the household budget.

From a longitudinal observation in DIY between 1972-1987, Maurer (1991) concludes
that agricultural modernization and rural-biased development strategy followed by the
Indonesian government since the early 1970s has contributed to significant diversification

- of the rural economy towards a wide range of non-agricultural activities and employment
opportunities. This is especially true either in the villages surveyed or the district town and
the neighboring city of Yogyakarta. Agricultural modernization is certainly not the only
factor contributing to this diversification, and it would be wrong to look for any kind of
mono-causal explanation of the process of socio-economic change undergone by the island
(JYava). Unlike some other exporting countries such as Nigeria and Mexico, Indonesia has
wisely used the resources (huge export revenue provided by oil and massive external
financial assistance) in giving priority to agricultural development. On the other hand,
largely due to raising education levels and the acquisition of new skills, this economic
diversification has also led to job specialization among the household members and parallel
decline in traditional rural occupational multiplicity (cf. White, 1976).

Based on households and enterprises surveys in Bantul District, Huisman and Kragten
(1995) conclude that non-agricultural rural activities are not marginal by definition, but can
be viable dynamic undertakings. In Manding Village, rather spectacular developments in
the sub sector or leather goods have taken place. Cottage industries have grown to medium
sized firms in short time spans only. Farmers in the area increasingly meet the problems in
finding farm labourers, showing that the non-agricultural activities have started to out-
compete agricultural work in this micro context. In an increasing number of households,
also considerable proof of capital accumulation has been met with.

A study in the same district by Rotge et al (1995 and 2000) also reported a strong
Occurrence of sub contracting activities in bag making, batik making and silver-woks as a
form of rural-urban linkage. However, it seems that the role of government in bridging rural-
urban linkage in forms of sub contracting was very small, if not completely absent. The role
of family members and friends commuting to Yogyakarta rather than the government is
feported to be very important in bridging the relationship between the urban entrepreneurs
and their rural counterparts. Many small-scale processing establishments are found in the
lowlands, with a strong spatial bias toward the peri-urban area of Yogyakarta, are well
Supported by ample infrastructure in transport and electricity (Rijanta, 1990 4nd Huisman,
1994). Until 1997, the most diversified rural areas of DIY are spreading around the vicinity
of Yogyakarta Municipality, the main corridors of DIY and the vicinity of district capitals
(Figure 1). The surrounding areas of Yogyakarta Municipality are not favourable location
forthe growth of medium and large scale manufacturing industries (Kragten, 2000). Moreover,
giventhe limited area of the province, spatial development policy of DIY suggests that the
vicinity of Yogyakarta Municipality is directed to be urban settlements that allows small-
scale rather than medium and large-scale industries.
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Phase IV: 1998 - present
This period coincides with the economic crisis in the province and Indonesia in gene .

No systematic works on rural diversification during the period is presently available
Discussion of this p btained from various

hase is merely based on secondary data o
government agencies in DIY. From the available data of 1998 and 2000 one may conclude
that rural diversification during this crisis period has been declined in its pace. This i
evident from both production and employment in agricultural and non-agricultural secton
(Table 1). Moreover, one can observe that the substantial increase in the labour forc
absorbed in agricultural (from 31to 43 percent) was not accompanied by similar increas
(from 17t0 18 percent) of in its relative contribution to the gross domestic regional produ
(GDRP). Thus this suggests that during the crisis agricultural sector in DIY has been actin
as a safety valve for the rural dwe ly lost their employmen

llers and those who recent
elsewhere and returned to the province. '
the trade, hotel and restaurdl

Among various non-agricultural sectors in the economy,
experienced a substantial declined in employment (from 25 to 18 percent) but almost stagnar

contribution to GDRP of about 16 percent. A slight relative decrease in GDRP an

he processing industries that are dominated by smél
ional to internations

employment is also experienced by t

scale food processing for local demands and handicraft making for regi

market. Whilst small scale industries are facing the problems of uncertainty in inp
e declining local purchasing power for good

procurement which are partly imported and th
offered, few establishments in some clusters of handicraft making for international marké
has enjoyed a windfall profit from the exchange rate differences. '

Table1. Relative Share of GDRP and Employment, Yogyakarta Special Province, 19%

2000
GDRP share . Employment share
Economic Sectors 1998 2000 | 1998 2000

Agricultural 16,6 18,0 31.5 433
Mining and Quarrying 1,3 1,2 0,6 0,3
Manufacturing 141 13,2 - 134 13,058
Electricity, gas and water 0,7 0,8 0,1 0,148
Construction 79 8,0 6,0 6,2
Trade, hotels and restaurants 15,8 15,8 24,9 18,8
Transportation 11,5 124 39 36 |
Financial, banking and rents 12 10,5 11 118

Services 20,8 20,5 18,5 13,0

Total 100,0 100,0 100,0 100,0 |

Source: Central Bureat of Statistics, DIY. 1999 and 2001
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The fall of trade, hotel and restaurant sector has hampered the pace of rurl
diversification in an indirect manner. This sector has a strong linkage with the rural econom
through demand for consumption goods and demand for handicraft and souvenirs, whicl
are substantially produced in rural areas as well as demand for labour in construction an
maintenance of hotels and their facilities. But this is not the case of the education secto
and its related services. Yogyakarta is the host of some 90 government and priva
universities. As the most important centre for higher education service in Indonesia, ff
province has gain some benefit from the crisis through the increase in the numberd
student from the outer islands. During the early period of the crisis, there has been
substantial increase in the number of applicants and the number of new private universiti
in the province. This was possible as many parents in the outer islands have gainé
windfall profit from their commercial crops such as coffee, cocoa, rubber, clove and palma
Thus in responding the difficulties in finding employment, many parents prefer to sen
their children to higher education for a better chance in finding employment in the futu
So far Yogyakarta is considered to be the best choice for better universities, safer environme
and lower living cost.

From this point it is clear that albeit the economic crisis has hampered the pace of
diversification process and therefore rural development in the province, some sectors
the economy have benefited from the crisis situations. The role of agricultural sector il
accommodation of excess labour released by the modern economic sectors during!
crisis is well demonstrated in the table. This gives an evident that even in a stron
diversified rural economy like the one in DIY, agricultural sector plays important role
buffer against calamity at least for the provision of subsistence when the modern sec
collapse.

Defining Rural Diversification

The survey of literature on rural diversification has resulted in a number of definit
of the concept. Two have been derived from studies carried #ut in developing coun
According to Smith (1970), diversification (of the rural society) can be defined
introduction and development of new ways of living withincrural society. He furtheras
that rural diversification does involve the introduction of alternative crops or new typ
employment. One of the objectives of rural diversification is the stimulation of econ
development, often expressed as an increase of the net income per capita. Within thes
context, it does involve an impressive contribution to the creation of better socie
which every human being can accept the challenge of creating welfare and prosf
(Smith, 1970).

Another definition of rural diversification is a process of broadening and strengt
the income sources of rural households. The process goes from the introduction
crops and technologies into traditional farming systems to the development of of
jobs in rural small-scale industries. Eventually, the process involves the exit ofagr
proportion of the rural work force from agriculture as a part of the structural transfor
of the economy. At this general level, rural diversification can be viewed as a gra
inevitable process (World Bank. 1988 quoted in Barehouti. et al. 1990). Slater (199
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the discontinuitjes (Seppala, 1998).

Studies on rura] diversification in developed countries as summarised in the study of
Kelly and Iibery ( 1995) share some similarities with those undertaken in developing
countries. In parts of Rural England, the undertaking of alternative enterprises, both
agricultural and non-agricultural and by farmers and non-farmers alike has increased. The
Use and economic importance of land labour and capital has become diversified with
concomitant shifts from the primary to the secondary and especially tertiary economic
Sectors. Although the diversification of the rural economy has not only been agriculture-
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oriented, it is the transformation of this sector which has had the greatest impact on
appearance of the countryside and has stimulated generations of land-associated labour
seek alternative employment (Kelly and Iliberry, 1995). ;

Based on this survey of literature, one may conclude that in defining rural diversificati
the following aspects have to be observed. First, rural diversification can be seen both
a process and/or situation. As a process rural diversification may be resulting from conscio

process that may take place automatically in the absence of such policies. Second, the ain
of the participation of rural households in rural diversification are cover a wide range fi¢
economic ones (incomes) to social welfare (employment). Third, rural diversification includ
both farm and non-agricultural activities carried out by rural farm and non-agricultur
households, mostly located in the countryside. Fourth, the direction of changes in terms
the use capital, land and labour is from farm-dominance to manufacturing, commerce
service-dominance in the countryside. i
The definitions of rural diversification given above are very general in nature a
cover a very wide range of activities either farm or non-agricultural. The definition sho
be adjusted to local circumstances where a study is taking place. In the context of sn
agricultural region of DIY, rural diversification is defined as the outcome of a pro|
growing importance of non-agricultural employment and incomes for rural households:
consequence of their increasing participation in non-agricultural activities like servi
commercial and/or industrial activities, either or not related to agricultural sector and loca
both in the rural areas as well as in the nearby urban areas. The definition covers a br
range of non-agricultural employment opportunities in rural areas with various conditi
of integration into urban and regional economic systems. 4
The process of agricultural diversification can be seen both as a determining fa
and/or as a further result of rural diversification. Thus, agricultural diversification ma
hypothesized to have a systematic relationship with rural non-

play its role under two different conditions w
agricultural activities. In the first place, as a reflection of risk averting behavior of small
households, agricultural diversification may be conditioning the growth of distre sed
supply-push types of rural non-agricultural employment. In the second place, as arefle
of risk taking behavior of the larger farm households, it may be conditioning the gro
remunerative and demand-pull type of rural non-agricultural employment.

Moreover, agricultural diversification can be viewed as a further result of the ¢
and development of non-agricultural sector. The availability of incomes gained from v
rural non-agricultural activities can be further invested in the agricultural sector. Atre
level, an evidence from China (Islam and Hehui, 1994) shows that the contributi
incomes from rural industry to the developman of agricultural infrastructure is
important. The contribution of rural non-agricultural incomes gained from rural inc

ith two contrasting types of rural
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has gradually replaced the more important position of government expenditure in this
tor. An example from Africa, as demonstrated in the work of (Evans and Ngau, 1991;
, 992) shows that households with non-agricultural employment tend to control
ter areas under coffee, to spend more on farm inputs and non-maize foodstuffs. Thus,
this case agricultural diversification is reflecting an eagerness to take risk in some farmers
as they can count on surplus from non-agricultural employment. Therefore, this evidence
uoports the idea that innovation in farming can be achieved through participation in rural
non-agricultural activities.
The main advantage of this interpretation of agricultural diversification in the context
of the study of rural non-agricultural employment is that it becomes possible to explore the
magnitude of relationships and linkages between farm and non-agricultural production at
regional and household levels by the application of various models and statistical
echniques. This offers a greater possibility for a more comprehensive understanding.
~ Another aspect worth mentioning in defining rural diversification as outlined above is
 contextual one. In areas with low population density like those in African countries,
dant land availability, labour scarc ity and high risk of crop failure, rural diversification
seen as agricultural diversification in forms of various crops grown in combination
ith livestock production and some non-agricultural activities (Upton, 1987, Bryceson,
Various studies on rural diversification in African countries devoted a considerable
on on this agrarian side of rural diversification as well as its linkages to non-agricultural
ities (Haggblade, et al, 1989: Reardon, et al, 1992; Evans and Ngau, 1991 and Evans,
). Inmost of the cases the main force behind rural diversification in these societies is a
inimising strategy in which risks are spread over various activities covering farm and
on-agricultural activities. Whereas in the densely populated (mostly rice growing) areas
th limited availability of land and less probability of farm expansion and within the context
dant supply of labour, rural diversification should be mainly seen in the growth and
relopment of rural non-agricultural activities.
~ [nmany Asian countries -where labour supply is abundant and expansion of agricultural
is limited- a substantial number of studies on rural diversification has addressed rural
icultural activities as the main component. In these societies the logic of studying
n-agricultural activities as a main component in rural diversification also lieson the
these activities tend to grow significantly in terms of employment and income
res. Studies from India (Rao, 1985 Chandrasekhar, 1993; Basgat, 1994 Basu and Kashyap,
. Verma and Verma, 1995). Bangladesh (Ahmad, 1985), Sri Lanka (Slater, 1991). and
sia more particular on Java (White, 1976, 1979, I98_§;-‘Jones, 1984: Rietveld. 1987,
nan, 1995) are pointing to this trend and therefore best representing this type of studies

,v. al diversification.

~ Rural diversification as a part 0

ue and preference toward better livi
educational attainment in the provi

r of schooling in the province is close to 8 years that is su

E

f rural transformation process consists of changes in
ng conditions stimulated by educational process.
nce is among the best in Indonesia, the means
bstantially higher in comparison
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to the national figure of 6.7 years in 1999 (UNDP, 2001 )- Thus under the limited land resourc
available in the rural areas, there is an ample stimuli toward rural economic diversificati
either in situ or beyond the village boundaries. Moreover, the early improvement of livir
conditions and rural-urban interaction in the rural side of the province as an outcome of
oil boom expenditure since the 1970s have facilitated a stronger rural-urban linkages
forms of population mobility, commodity. flow and information exchanges. This in
further stimulated a more diversified economic structure in the province as it is reflectedb
the growing importance of service and manufacturing sectors as source of employment

CONCLUSION

Studies on the relationship between rural diversification and rural developme :
Indonesia have gained its pace in the last two decades. DIY as a part of Java Island hg
experienced an unprecedented development of rural diversification until 1997. Given
limited land resources in the province there has been a marginalisation process in f
agricultural sector of DIY. Inability of the agricultural sector to accommodate more labo
force has triggered a supply-pushed type rural diversification since the 1970s. At the san
decade the Indonesian government gained a windfall gain from the oil boom. Massi
investment on rural infrastructure in the decade has led to higher quality of human resourc
better rural infrastructure and more easy rural-urban mobility for employment that inf
enhanced rural diversification in the following decade. Income surpluses gained fromt
urban areas are then partly invested on farm and non-agricultural activities in rural ar
that make rural landscapes more diversified. The most diversified rural areas of DIY
spreading around the vicinity of Yogyakarta Municipality, the main corridors of DIY
the vicinity of district capitals.
The definitions of rural diversification as identified from various sources are gfi
varied.  Based ona literature review one may conclude that in @&fining rural diversific
the following aspects are commonly observed. First, rural diversification can be seen
as a process and/or situation. Rural diversification may be resulting from consciouse
of government and/or of rural households via various policies and strategies. It may
be seen as a gradual and inevitable process that may take place automatically in the abst
of such policies. Second, the aims of the participation of rural households in
diversification are cover a wide range from economic ones (incomes) to social we
(employment). Third, rural diversification includes both farm and non-agricultural actiy
carried out by rural farm and non-agricultural households, mostly located in the country
Fourth, the direction of changes in terms of the use capital, land and labour is w,"
dominance to manufacturing, commerce or service-dominance in the countryside.
Thus rural diversification in a small farming region like DIY should be best defi

the outcome of a process growing importance of?lon-agricultural employment and inct
for rural households as a consequence of their increasing participation in non-agric
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activities like services, commercial and/or industrial activities, either or not related to
agricultural sector and located both in the rural areas as well as in the nearby urban areas.
Taking this definition as given, agricultural diversification may be treated as further
consequences or underlying causes of rural diversification. This gives an opportunity to
examine the relationship between rural diversification and agricultural diversification in a
small farming region from which the importance of rural diversification in rural development
can be assessed.
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