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The economy of rural development 

 

In Portugal, as in other regions of southern Europe, the economy of rural areas is faced 

with the crisis of the model which was consolidated in recent decades. It’s a model 

associated with the State’s action, which now faces its retraction, as well as the loss of 

agriculture’s hegemony in the rural areas and the emergence of new activities. 

This overview presents its most extreme contours in regions with low population 

density. It is therefore in these areas that this text focuses, with reference to the spots 

of the Portuguese mainland with densities lower than 17 inhabitants/km2, that occupy 

nearly two-thirds of the surface of the rural area. These are regions that have lost more 

than half of its residents in the last six decades, and currently in comparison with the 

rest of the country, have an older population as well as a lower rate of economic 

activity. Those who work do so mainly in services – namely, in public sector – which 

are also responsible for most of gross value added1. 

In these regions, the local economies are mainly the "support of a population"2 and are 

largely decoupled from market integration, as evidenced by the residents’ income 

composition, in three civil parishes in the interior of the country. In this analysis, as 

shown in the table, two components are taken into account: "residential" and "market". 

The later includes the monetary income from agriculture, forest and non-agricultural 

activities, whose scope extends beyond the parish boundaries. The residential 

component matches the non-agricultural entities whose activity is limited to the parish, 

the non-monetary income (self-consumption, self-supply, self-tenancy, transfers and 

salaries in genera) and the State’s monetary transfers (pensions and other 

allowances)3. 

 

Civil Parish (Municipality) 

Residents’ income(%) 

“Residential” 

component 
 “Market” component 

Mofreita (Vinhais) 73 27 

Pedrogão de São Pedro (Penamacor) 74 26 

Vila Nova de São Bento (Serpa) 61 39 
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These transfers, from which the pensions stand out, deserve three observations. First, 

to highlight that they are associated with traditional rural population and not with the 

new residents, raised by local attractiveness and whose presence could boost the 

parish economy. It should also be stressed the importance of these transfers in 

economies in which the non-monetary dimension has great relevance, as it contributes 

to enable residents purchasing goods and services that are indispensable (medicines, 

clothes, some groceries, transport, energy, etc.). And at last, let it be recalled that the 

pension/rural social security policy only came to achieve relevance in the late 

seventies, even though there were earlier intentions. Later on it came to be 

consolidated as a public policy that contributed decisively to the family budgets of rural 

population and therefore for local life4. 

Rural communities also benefited from a large public investment in services and 

infrastructures which clearly improved the living conditions. The access to water supply 

system, basic sanitation, the use of electricity, the use of telephone and home 

appliances, such as television, refrigerator and washing machines became widespread. 

The gas cylinder was allowing an exchange from the fireplace to the gas hob and oven. 

School and health care networks were extended and improved. Capable public 

services were created and ensured the operation of these activities in towns and even 

some villages. At the same time, other services related to public safety (Police and 

GNR), justice, finance, employment, mail services and fire department became denser 

and stronger. All these structures created jobs, much of them local, and approached 

the residents to the functions that is up to the State to ensure5. 

The socioeconomic model of rural communities, safeguarded by the State, both in the 

framework of everyday life as in supporting the residents' economy, is now facing the 

risk of its growing erosion. Two factors contribute to this situation. The first one arises 

from the State's retraction in pensions/social security. The second is related with the 

dismantling of public services in rural clusters. These are two aspects that have not yet 

had an abrupt and radical effect but to persist, as it seems likely, are contributing to 

hinder the viability of the current model. 

In parallel, according to reliable forecasts for the next twenty-five years, the 

demographic decrease will pursue and the population aging will become more acute6. 

The first of these trends is often evoked to legitimize the degradation of public services 

and also clearly indicates that the paths for the rural will be made in contexts where low 

density will accentuate. There is, therefore, no need to imagine the "repopulation of the 
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interior". The second, the ageing of the population, becomes more critical with the drop 

in welfare and social security. 

Given this background, some priorities have been given towards the social and 

economic viability of rural. Keep in mind that it’s the rural that is being referred to, i.e. 

the population and its towns and villages. It is one of the parts of the rural space, being 

the other the agroforestry areas with an economy that is today largely dissociated from 

the life and economy of rural population7. We’ll take up this subject later on; for now we 

return to the priorities. 

It is expected from the State, to be sure to support the population's incomes, 

particularly of the elderly, and to ensure the possibility of residents having effective 

access to basic services. In fact, the growing distance of services may still worsen 

under the pretext of economies of scale in a context of greater population depletion. 

The other priority is to strengthen the economies by inserting them in the market. In 

order to achieve it, the path that is being advocated, explicitly or implicitly, by rural 

development policies, involves structuring a socio-economic fabric, open to the market 

and able to sustain the local economy. This goal would have to be based on activities 

which would allow the strengthening of the relationship with the market. 

In any case this text will not analyse or evaluate the implementation of policies 8, but 

only refer how the activities taking place in rural areas, with the public support that they 

might eventually benefit from, have been contributing to the renewal of local 

economies. 

In the outcome analysis, we start with agriculture. Before the emergence of the current 

model, safeguarded by the State, there stood a social and economic model dominated 

by agriculture, both in living conditions and work of the population, and in the use of 

agroforestry areas. 

The model was being worn out, since the great exodus of the sixties, which later 

persisted with a continuous abandonment of its residents. This movement of the 

population was accompanied by a profound technological transformation of agriculture, 

which allowed it to maintain a trend of increasing production, but on a smaller acreage 

and with far fewer agriculture workforce. From 1950 to 2011, the agricultural labour 

force decreased from 1,523 thousand people to 123 thousand. In parallel, the country's 

economy has diversified, other sectors have strengthened while agriculture, even in the 

rural areas, lost relative weight, both in employment and in created wealth 9. 
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In addition to these transformations, the consequences of the integration in the 

European Union (1986), due to a progressive opening to the European market and the 

application of the Common Agricultural Policy, took their toll on agriculture in a 

profound way. This dual effect contributed to the differentiation of Portuguese 

agriculture into three distinct groups: the capitalist and competitive agricultural holdings 

with high economic dimension; the employer units, many with a large dimension as 

well, seeking above all to maximize aids and that have become land-rent receivers paid 

by the State; the family farms with a strong presence in local economies. The first two 

groups are economies with little territorial relevance: they create few jobs and don’t 

boost regional economies. The rentiers, because they manage the farm more as 

property than as economic unit. The capitalist sector, because it buys and sells outside 

the region and, given the technologies it uses, it minimizes the regular and local 

employment. It frequently favours the use of seasonal labour, often immigrant10. 

Other activities with great importance in the use of agroforestry areas are also mostly 

sectoral, i.e. too dissociated from the socio-economic structure of the rural. It is, for 

example, the case of renewable energy and forestry. In this last activity, contract work 

prevails or entrusted to operators to whom the product is sold in the woods and then 

they cut and resell. These are tasks usually performed by people foreign to the local 

community. In renewable energy, particularly in wind farms and photovoltaic energy, 

the sectoral character prevails, even more pointedly than in the forestry sector. 

After the previous references to competitive and rentier agriculture, forestry and 

renewable energy, it is appropriate to add that, in addition to being markedly sectoral, 

from its deployments in rural areas, there are also fragments that stand out which are 

reflected in local life. Some examples: job creation, even though very low; the qualified 

cadres and employees who reside, even if intermittently, in rural settlements; the 

eventual use of restaurants, hotels, and other services offered in the towns and 

villages; the refuelling in local petrol stations; the purchases made by seasonal 

workers; the points of sale (wine and olive oil, in particular); the winery and the mill, old 

and monumental or with recent and fine architecture, which are open to the curiosity of 

visitors who have the nearest village as support. 

Still in the wake of this examples, the hunting adds up as another activity with an 

emphasis on agroforestry areas. Although it is, in its commercial aspect, increasingly 

sectoral, it has, as underlined by a recent work, "significant direct, indirect and induced 

impacts with effects on local economies"11. 
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The most relevant activities in the agroforestry space were referred to, and it was 

sought to evaluate its relationship with the rural, where there have been new initiatives 

seeking to thrive in relationship with the market. Just a few examples: to work with 

quality agricultural products and differentiated from traditional products, either by the 

characteristics of the products, or by production; to follow experiences of nature 

conservation; small business services (editing, graphic arts, advertising and marketing, 

information technology, ...) who intend to work for customers foreign to the village 

where they settled; insertion in innovative marketing channels (rural markets, small-

circuit); small agro-industrial units (associated with local productions, artisan chocolate, 

...); units of "social tertiary"; training centres; museums (Mértola, Entradas, ...)12. 

It is a partial and merely illustrative list where lacks, in particular, a reference to rural 

tourism and related activities (patrimonial heritage, leisure, sports, contact with nature, 

environmental initiatives, gastronomy), which have even been referred to as "the new 

vocations" and "new functions of the rural world". These are activities to which there 

are works that allow an assessment of their impact and also references to the way they 

interfere with the rural population. The "visited rural" of the urban consumers is, in fact, 

different from the "lived rural" of the residents13. The residents are themselves 

sometimes marginalized14. But, despite these misunderstandings, the available 

studies15 show that the condition progresses, generally with a favourable attitude of the 

visited, coupled with curiosity and expectations from the visitors and with the action and 

the interests of the promoters.  

For tourism and for the activities previously listed, the results, although very 

differentiated, and frequently obtained in stumbles, have been positive. The scale is still 

small and the main beneficiaries, at local level, are a small group, in relation to whole of 

the population of each community. 

A possible reading of the latter conclusion leads to minimize the importance of these 

activities, arguing with its smallness and with the fact that they only cover a small part 

of the local community. Another reading is to see in them, together with the fragments 

of the activities of agroforestry areas, a sector which, although still small it’s embedding 

in local dynamics and may come to potentiate, if conditions are favourable, the 

strengthening of the relationship between economies and the market. 

Therefore this embedded sector, enhancer of a new rural, would coexist with the 

continuity of the activities traditionally practiced. This, as previously emphasized, in a 

context of population decrease, i.e. in a very low density rural, in which the role and 

presence of the State is also essential in supporting the income of the elderly, in 
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ensuring access to basic services and, is now added, in the design and implementation 

of public policies that favour the strengthening of the embedded sector. There is one 

more condition, also essential, that needs to be mentioned so that this model can 

develop: consumer demand. In Portugal, unlike to what happens in Central and 

Northern Europe countries, the limitations of demand have been, in fact, an obstacle to 

the expansion of these new activities. 

These comments stem from seeing, in what is happening, albeit embryonic, a possible 

route to enable local economies. See from the other side, i.e. to dilute the new that is 

happening in the old rural economy, only leads to an inevitable decline. 
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