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AGRICULTURAL DEVELOPMENT THROUGH THE INDUSTRIAL
ECONOMIC GROWTH

Eshchanova G., Nullaev U, Begov F.
(TCTI, THAME, Tashkent, Uzbekistan)

It is known to everybody that there are different approaches to economic development in
many countries; some focus on economic development through industrialization while others
focus on high-value agricultural production. Several factors determine which model can con-
tribute for the fostering of economic growth, However, to achieve growth in both urban and
rural areas, it is necessary that growth-promoting strategies be emphasized in both models as
development of the agricultural sector is a necessary precursor for industrialization, and the
development of the industrial sector may lead to agricultural development.

It is important to show the differences in an emphasis on agricultural development and
industrialization using examples from an Asian country. It also aims to demonstrate that an
emphasis on both sectors is necessary to achieve sufficient growth.

Due to the fact that most of the citizens in a developing economy live in the rural areas
and participate in agriculture, it has been proved that the development of this sector enhances
economic development. An emphasis on the agricultural sector leads to increases in income
for the lowest percentile, while supplying food and other commodities for other domestic sec-
tors and, if possible, the international economy.

Additionally, the improvements in supply chain-driven agricultural development along
with the introduction of large-supply industrial-scale contract farming (made available
through foreign direct investment in agriculture) led to increased employment and incomes for
the poorest in the rural sector. It also led to an overall increase in high value food exports and
export income. Therefore, the development of the agricultural sector will lead to reductions in
income inequality and overall economic growth because the rural poor will be fully involved in
the development process.

However, another constraint faced by the rural agricultural sector that may result in un-
der-development and reductions in efficiency is the general lack of access to credit, a concept
which is propagated by initial income, asset, and land inequalities. The agricultural sector has
largely been untargeted by private investors and lenders due to environmental risks, market
risks such as logistic challenges, asymmetric information and lack of collateral, as well as un-
derdeveloped credit markets in rural areas of developing countries.

Moreover, another important sector of the economy, the industrial sector, takes into ac-
count the modernized manufacturing urban sector of an economy that creates large scale
goods and services through an emphasis on technological prowess. As stated previously, it is
necessary the development through the industrial sector is also emphasized as developing
economies, in particular are largely sectoral. The rural-agricultural and the urban-industrial
sectors are separated in terms of goals, relative incomes, and economic outcomes, The process
of industrialization has become increasingly important within economies due to globalization
and the high world-wide demand for modern products and services.

Besides that, another facet of industrialization which will lead to economic development
lies in the structural change hypothesis. This involves the ability of the modernized sector to
absorb surplus labor from the agricultural sector and transform the structure of the economy
from agrarian to manufacturing. This leads to increased employment for rural workers and
raises the nation’s per capita income.

Definitely, the agricultural and industrial sectors comprise the dual economy within a
country, hence displaying several disparities as well as similarities in terms of policy emphasis.
However, it is necessary that both sectors be targeted and promoted in cohesion for compre-
hensive development. This fact is emphasized due to the aforementioned notions that the agri-
cultural sector acts as a supplier of labor to the industrial sector, as well as the fact that the
agricultural sector provides food and other commodities that facilitate the maintenance of the
industrial sector. Foreign direct investment, government intervention, credit market develop-
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ment, and access to various forms of capital are all vital components in order to transform
both sectors into economic development opportunities. In terms of government intervention,
it is necessary that the public sector intervenes in both sectors in order to prevent market fail-
ures, and promote the advancement of the sectors by creating opportunities for the partici-
pants and mitigating risks of failure and underperformance. From an agricultural standpoint
it is necessary that the government utilizes policy to assist in abridging the inefficiencies which
afflict the rural sector such as the lack of availability of credit due to the unwillingness of the
private sector to assist due to risk factors, as well as assist with infrastructure development and
the provision of needed capital for development. Further improvements may be achieved by
promoting research and development opportunities, reducing information asymmetries in or-
der to increase access to credit and capital, improve health, as well as nutrition and agricultur-
al education to bring about improvements in the human capital stock. Similar cases exist with
the government’s role in the industrial sector, given the fact that market failures are also pre-
sent in the industrial sector, where capital accumulation is seen as more of a growth stimulant
than in the agricultural sector. It is therefore necessary for the government to create a market
environment that is conducive to this concept, especially in light of globalization’s impact on
industry. Governments have an important role in stimulating investment spurred by domestic
savings, complimenting private investment with financial and physical infrastructure, enhanc-
ing macroeconomic stability to encourage foreign investment.

Additionally, from both a high value agricultural and industrial perspective, as stated
prior. it is beneficial that foreign direct investment is welcome within both sectors. This may to
spillover effects, due to the fact that most developing countries are lagging behind developed
countries in technological and human resource assets.

In conclusion, the process of development occurs in an economy when dependence on
the agricultural sector moves to a more sophisticated and competitive industrial sector, serving
as the catalyst for economic growth. Most of the developing world still relies on income from
the agricultural sector, it is necessary that the industrial sector be developed in order to raise
incomes of the poor and provide food and commodities to the industrial sector. The failure to
do this may result in stagnant growth due to rising inequalities, as well as the dependence on
imports and their accompanying exogenous shocks. Thorough economic development entails
the development of all sectors of the economy rather than focusing on the industrial sector
and viewing income increases on aggregate. Therefore, since sectors within an economy are
intertwined, it is necessary that a country views economic development from a full perspective
and focus on the development of both agriculture and industry.
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