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In this research, first attempts to critical examine of distribution model of rent or oil wealth between the villages in Birjand County which is
under the authority of the government and bureaucracy system. Then, we investigated effects of mentioned model on traditional sectors of the
rural economy and spatial migration of rural population. The results show that Iran's oil revenues, especially on a regional scale has been
turned into an instrument for the government’s spending and are not applied to promote universal and spatial development, such that in the
practical model of oil wealth distribution between rural settlements, such revenues have not been utilized to contribute to the economic and
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productive development of rural areas. The current model of intra-rural oil wealth distribution, with negative effects on the functioning of the
traditional sectors of the rural economy, has led to the disruption of accumulation flow of spatial capitals in conflict with the interests of rural
associations, which the process is considered to be a driver of spatial transformations by the country's bureaucratic and development system
on a path rather than development, especially economic development.

INTRODUCTION

Infection In human settlements of poor and underdeveloped countries, an enormous need is felt to wealth
and capital for present management and planning at development horizon, and as Harvey says: “Capital is
the main factor of production and spatial development” [1]. Capital along with population, goods, information
and services is one of the factors that can establish economic link among human settlements in the region
[2]. However, in the settlement system of least developed countries, urban areas are more preferred over
rural associations for management, policymaking, planning and allocations.

Based on a systemic approach and economic history of most countries in the world, villages paly an unrivaled
and fundamental role in spatial structure and economic development process of any country [3]. One of the
most important economic and productive functions of rural areas (in the countries such as Iran) is helping
non-oil exports, which finally leads to the country's reduced dependence on oil income [4]. In general, from
experts’ view, rural community and specially farmers takes advantage of a special status in the process of
national growth and development, because they play a fundamental function in the supply of labor and
capital, providing food and consumer market of products and goods [5,6]. Despite the importance of rural
areas and their function in the country, they have always been faced with the least development and
utilization, and there are numerous obstacles to rural development [7,8,9,10].

To explain the causes of such major depression in rural growth and development, numerous obstacles and
problems in social, cultural, economic and physical areas can be classified, and what play more fundamental
role in this regard is economic challenges faced by rural areas [11,12,13]. In the midst of economic
challenges, a lack of capital and poor rural financial market are of significant importance [14]. This is
because capital plays a fundamental role in promoting the development of rural economy and increase in
farmers' income [15], but its lack and deficiency caused many rural activities in recent decades to suffer a
severe decline, thus an increase in unemployment rate in the rural areas, and the departure of young and
well-educated people from rural community [16,17,18,19]. Hence, despite presence of a variety of physical,
human and natural capital in rural areas and regions, there is a constant investment [20] by governments for
rural and regional development, and in this regard, some governments rely heavily on selling natural
resources to meet financial and capital needs of settlements including both urban and rural ones. In other
words, despite the fact that some sectors of the economy such as industry has a high ability to produce
wealth (wealth generation up to $ 6 trillion less than 20 recent years [21], some countries such as Iran,
Algeria, Egypt, Libya, Saudi Arabia, Iraq, Peru, Ghana and Kuwait have founded the basis for wealth
generation in their economy on the sale and export of mineral resources.

Among the countries that their economic cycle is built upon natural resources, there are countries whose
economy is driven by fossil fuels [22] and the wealth obtained from the sale and export of oil is the biggest
source of the country’s revenue [23]. In oil exporting countries, heavy dependence upon oil is much higher
than the rest of the world [24].
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Iran as one of oil exporting countries, since 1951 and oil nationalization has been increasingly dependent
upon oil revenues. Since that date, to finance the costs for implementing tasks and to achieve the economic
goals such as economic growth, increasing employment, equitable distribution of income, maintain general
price levels, economic stability, and improved levels of statements, Iran have heavily relied upon oil revenues
[25]. In fact, due to the supply of needed energy for economic development programs and also currency
requirements of these programs, Iranian oil is considered to be driving force and key sector of the economy
[26,27].

Throughout Iran’s oil history and economic dependence on oil revenues, some have considered it as driver of
economy, and some as a barrier to development in the country [28]; because, low economic growth in Iran
despite billions of dollars of oil revenues represents the implementation of improper investment policies and
particularly severe mismanagement and waste of time, materials, facilities, machinery, energy and raw
materials in the country [32]. In total, weak and inefficient planning and economic instability due to the
influence of trans-boundary factors and developments [33], increase in monetary quantity [34,35], inflation,
lack of efficiency, extreme consumerism [36], agricultural stagnation, widening gap between urban and rural
areas, reducing the production of food and agricultural products and growth of rural people’s migration to
urban areas [37], inequality in the area of social dimensions [38] and spatial dimensions [39] and also
Rantierism and create a rent state [40] are some of the problems faced by the countries with reliance upon
on oil economy such as Iran [41,42].

In this regard, the fundamental question is this: “why states with oil revenues, or, more generally, the
countries with valuable mineral resources have not been fully developed despite the considerable value of
such revenues which at first glance are an important factor for resource mobilization? Regarding many of
these countries, including Iran, it is argued that oil revenues have not been well managed and allocated [43].
In Iran, for rural settlement development, there is too much dependence upon the wealth and capital
obtained from oil sales, and on the other hand, due to the mismanagement of oil wealth, these sources have
not yet played an ideal role in spatial development, particularly the development of Iran's economy. Thus,
using an analytical and in-depth approach and to help learn more about the effects and consequences of oil
wealth in economic cycle, the current article seeks to respond to two questions: a) oil rent distribution model
on a regional scale, or allocation priority of oil wealth to different regions by Iranian government within10
recent years, b) the effects and consequences of oil wealth distribution model on the economy of the rural
areas in the regions (including the impact on traditional activities of the rural economy and human-local
capitals)?

The area under study is Birjand in South Khorasan. The region has been chosen for two reasons: first, it can
be divided in the category of areas with a high proportion of people in rural settlements and high density of
rural settlements in Iran, and also in the category of the least developed areas in Iran. The necessity and
significance of this study is that, based on the history of the research performed on oil-rich countries, local
and regional impacts of oil wealth have been less analyzed. Therefore, the current research adopts a
relatively new approach.

Theoretical Foundations

Economic development as a dynamic process [3] can be realized followed by fundamental changes in the
economy and increasing production capacities including physical, human and social ones. Economic growth
is limited mainly due to a lack of capital [44]. In this regard, the issue of resources, particularly natural
resources and minerals (both quantitative and qualitative) and resource management, due to its capital-
oriented role, has a fundamental place, and the issue whether natural resource abundance is good for the
economy or bad, has a longevity as old as economy itself [45]; because natural resources can effectively
impact political, economic and social areas [46].

One surprising result of the past research and experience has been that the economy with poor mineral
resources has had a performance much better for economic growth than resource-rich economies [47] and
people like Lederman and Maloney (2003), Stijns (2005) and Brunnschweiler (2008) in their study
concluded that natural resource abundance does not have an effect on economic growth [48,49,50]; in
some cases the results have shown that if the abundance of resources leads to economic growth, the growth
is temporary [45]. Thus, the evidence suggests that wealth derived from natural sources, or in other words,
resource abundance can relatively change the share of value-added sectors in favor of service, economic
and political inefficiency, poverty and inequality of economic development, tyranny, corruption and violent
conflicts [51,52].

In other words, there is a relationship between the dependence of a country’s economy on minerals and
natural resources with the indicators including growth, poverty, conflict and democracy [53]. Thus, since the
growth rate of countries that have natural resources, due to the above mentioned reasons, is less than other
countries that do not have these resources, the term “Resource Curse” is used for these countries [54].

The views held by researchers and theorists in the area of explaining the role and effects of the wealth
arising from sale and export of minerals on the economy can be divided into three general trends. According
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to the arguments proposed by some thinkers such as Viner (1952), Lewis (1955) and Rostow (1960),
mineral resources can be a foundation for economic development [55,56,57]; while some people like
Prebisch (1950), Singer (1950), Baran (1957), Hirschman (1958), Seers (1964) and Gylfason (2001) argues
that dependence on the wealth obtained from resources is a serious impediment to growth and development
[568,59,60,61,62,63]. Accordingly, based on the analysis made by Atkinson and Hamilton (2003), there is a
significant negative relationship between natural resource abundance and economic growth [64]. In the
meantime, some scholars such as Kronenberg (2004) also believe that in the economy of countries with rich
natural resources, economic growth follows with a slow pace [65].

Oil revenues as a capital asset, which Harvey considers it as the lifeblood of all communities [66], and is a
source that has the features of capital and accumulation at the same time [37], with its own political
economy could have significant impacts on spatial and regional organs as a part of macro and national
structure, because nowadays modern capitalism and its political and social support structure have been
interlinked to oil and economy from many aspects. Existence and availability of oil capital is a geographic
factor that level of difference in development of a country can be explained with it [67]. Hence, the use of oil
as the driver of balanced growth engine is not proper, because it does not create a widespread domestic
market for consumer goods nor an incentive for local production of capital and intermediate goods [24]. In a
country like Nigeria, unlike the objectives underlying development goals and national prosperity, oil has led to
the perpetuity of the poverty and reminds us of the motto “Oil Curse” [68]. In general, one of the features
enumerated for the countries dependent on oil wealth is that “oil-based states are passionately involved in
oil exporting” [24]. Another fact is that whether indulgence in spending funds in oil-rich countries is for all
territorial and spatial units or only for extravagance centers?

It is assumed that the budget communication as a blessing in oil-producing countries can neutralize oil's
harmful effects on the economy, and based on the past experiences, this has inhibited the development of
agriculture and industry. In fact, easy access to giant rents generated by oil is a type of structural bias
against agriculture and industrial activities, and any type of activity carried out in this area is heavily
dependent upon subsidy [24]. Accordingly, oil operates as an engine of growth for oil-producing countries but
has harmful effects at the same time. In the tradition of the theorists proposed on essential goods,
Hirschman (1977) has argued, “the relation made by a commodity with the rest of economy reveal that
whether it is helpful for the country's future development process or not”. In this regard, there is little
likelihood that mineral resources are the lucky goods that can lead to opportunities for productive economic
activity. Mineral economies can create consumption and especially budget relations that Hirschman (1977)
defines them as the government's ability to collect revenue flow relevant to essential goods, yet they perform
such function at the price of weakening more productive relations [69]. In fact, budget-based relations are
practically a hurdle to manufacturing relations, especially when the rents are enormous, because use of this
income flow provides necessary currency for purchase from outside the country, and eliminate motives to
make domestic production. Under ideal conditions, economic development can be based on basic
commodities that encourage co-existence between consumer, budget, and production relations. However,
under mineral source condition, a type of relationship is established only at the expense of another relation
[24].

Sound management of natural resources, both natural and financial, is the requirement for development
objectives at any country [44]. In addition, there is not any particular commodity that alone play positive or
negative role in the development, and its ultimate impact depends on how the product can interact to pre-
existing institutions in order to create new institutions [24]. Therefore, the lack of impact of natural resource
abundance on economic growth of societies depends on two factors: technology and planning priorities [54].
Palazuelos (2016) reinstates that underdevelopment in oil-producing countries is not the result of the
existence and utilization of oil, but it is influenced by some factors such as duality between production and
exports, political and institutional weaknesses and fragility, and the weaknesses of these countries before
the spread of rents in these countries [23]. Hence, how to manage and allocate resources is one
fundamental cause of the inefficiency of natural resources in the countries dependent upon mineral-based
economies; in other words, resource curse is the result of the mismanagement of resources and its
distribution. For example, although the two countries, Botswana and Sierra Leone, export diamond,
Botswana after independence in 1966, by managing the flow of revenues from its natural resources, paved
the way for further economic growth, to the extent that this country experienced the highest GDP per capita
growth rate between the years 1965 and 1996. While Sierra Leone is deeply mired in poverty, and according
to World Bank statistics, the country is among the poorest countries in the world [70]. Accordingly, it can be
said that effective development is planned management of utilization of available resources to achieve social
and economic benefits [71]. New research suggests that there is a specific form of resource curse at the
local level [72,73]. Accordingly, the oil revenues in the countries with unipolar and oil-producing economies
has multiple impacts on economic sectors and also the center of geographical space and spatial relations,
especially within the urban and rural settlements, and these consequences have direct or indirect, and
increasing functions.

There are two broad views about the effects of oil wealth on production in the agricultural sector: a)
dependence theorists with an analysis entitled “Oil Syndrome” express that with increasing oil wealth,
agriculture face stagnation, because with the increase in oil wealth and increasing food imports, urban
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people’s taste gradually changes toward foreign food products, and finally leads to the stagnation of
production in the domestic agricultural sector; and b) in contrast, the classical economists reinstate that,,
unlike dependency theorists, increased oil wealth is a cause to an increase in food production. They argue
that rising oil wealth can lead to an increase in purchasing power of urban consumers, and this can increase
famers’ incentives to produce more food for supply on the market [74].

Gbor research (1990) in Nigeria showed that with the growth in oil wealth and the management of its
distribution by government, some events has been gradually happened including growing population,
increased demand for agricultural products and even expand food exports, restoring wetlands and
agricultural lands, increase farmers' income, improve the economic and social situation of farmers and
ultimately reduce inequality between urban and rural residents. How to manage oil wealth within Nigeria’s
society has led to the creation of a paradigm known as Babangida Paradigm. Hence, the lack of sufficient
attention to agriculture and consider it not as significant as industry and services sectors causes some
negative aftermaths including negative impacts on economic well-being of workers in agriculture, threatening
the quality of human life, and fear of food shortages, and can cause serious gaps in the process of rural
development [75]. Accordingly, government’s improved performance towards rural areas is necessary to
achieve development of rural communities and economy [76], and in this regard, some efforts should be
made to coordinate urban and rural development, enhance ownership system of rural lands, deepen and
reform rural financial system, improve rural policies, and establish technical tools in the area of rural
planning.
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Fig. 1: Conceptual model of dependence on oil wealth

MATERIALS AND METHODS

Exploration of the reality in the current research was in line with the objective and approach adopted by basic
and applied research, and in this regard, to gather information, documentary and field methods were used.
The theoretical discussions were made through document studies, and the findings were obtained through
field survey and econometric research. Field investigations were performed using questionnaire and on two
levels: households and villages. The validity of the research instrument was measured, and its reliability was
calculated by Cronbach's alpha to be 89%.

The oil wealth rent distribution model among rural settlements in Birjand has been identified on nine macro
levels. In addition, through combining the index for evaluating the rural people’s point of view on cost and
revenue changes in the traditional sectors of the rural economy (cultivation, horticulture and animal
husbandry) in the recent years with econometric estimates of agriculture and livestock activities in the
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villages under study in Birjand, a composite index was devised known as “the ability to produce wealth in
traditional sector of every village”. In this regard, first, by dividing any number by its column average, the
difference between the two indices was determined, and then, with the assumption of the weight and
importance of the indices, and their algebraic sum, capacity index of value creation in traditional sector of
economy for each village was determined. To estimate “spatial flow index of rural-human capitals, the
migration rate of each household at each village under study during 20 recent years was extracted using
field studies, and finally, the migration of each village in Birjand was estimated. Statistical analysis of data
using descriptive statistics indices (mean and percentage) and inferential statistics (Pearson Correlation)
were performed using SPSS software.

The statistical community and geographical environment under study is Birjand County in South Khorasan
Province as one of the areas in the East of Iran. In terms of political division, Birjand County has a central
district and six dehestan (Alghourat, Shakhenat, Fasharud, Kahshang, Shakhen and Bagheran). According to
the census made in 2011, the total number of inhabited villages and the ones that have over three
households in 17 counties of Birjand County is 247 villages with a population of 52040 populations in
15863 households [77]. For sampling, multi-stage cluster sampling method was used, such that at any
county, 25% of the total villages were selected, then using the proportional ratio, the sample villages were
determined based on District and dehestan.

At the next step, to determine the volume of the sample households in the villages under study, firstly, using
the Cochran formula, the total volume of sample households in each County was recorded, and then, using
an optimum rate in each county, district and dehestan, the households in the sample were determined. The
total number of the sample villages was 62, and the total number of the households in the sample was 262,
and they were interviewed randomly. [Table 1] presents the number of the sample household at each district.

Table. 1: Distribution of the sample villages and household in the rural areas of Birjand County

Number of Sample Villages | Number of Sample Household

Alghourat 52 3865 13 65
Bagheran 109 7390 27 123
Shakhen 13 1587 3 27
Shakhenat 12 983 3 16
Fasharud 24 778 6 13
Kahshang 37 1080 9 18
Total 247 15683 62 162
RESULTS

Allocation of oil wealth between the villages of Birjand County

An analysis of credit pattern and capital allocations to the villages under study in Birjand County during
2006-2015 [Table 2] shows that that the average annual amount equal to 5,339,656,524 Rials is
annually allocated to each rural settlement under nine credit titles. The largest share of the credits
allocated to the rural areas is the credit attributed to the county’s Governor and mainly to provide rural
management costs (the village’s Islamic councils and associations). In the next stage, the cash subsidy
granted to the households’ members living in the villages under study has the highest percentage share of
the budget and annual credit relevant to villages in recent decades.

In terms of the plans carried out in the rural areas and the capital that is spent in this regard, the findings
showed that prosperity-infrastructure projects such as road construction, electricity and water supply, and
telephone were considered at the third stage of the annual credit allocated to the rural areas. In the next
stage, rural physical projects (including rural guide projects), economic-manufacturing projects (such as
well construction, layer removal and aqueduct construction), plans related to treatment and health sector
(repair and construction of health houses), administrative-communication projects (building of ICT offices),
educational projects (construction and repair of schools), and finally, cultural-religious projects
(construction and repair of mosques and religious places and construction of libraries) have received
annual credit allocated to rural settlements within the last ten years.

Accordingly, it can be concluded, over the past decade, the major part of credit and assignment of wealth
to the rural areas in Birjand County was in the areas where return on profit is generated by doing
investment immediately after the construction and commissioning it in rural areas. In other words, oil
capital that found its way to the villages in Birjand County (rather than being spent on the sectors
beneficial to rural people) was transferred to the areas that the resultant profits were delivered to the
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sectors external to rural area, especially to the bureaucracy system components located in urban spaces.
Even in some cases, according to local society, this tendency pattern of national capital in rural areas lead
to the further transfer of wealth and capital out of the country in favor of cities and more economic
weakening of rural households.

Table. 2: Average annual credit and capital received by each village in Birfjand in the years 2006-2015

Credit Title Percent Priority

Budget and credit allocated by Department of State (Rural Management Sector). 3020169636 56.6 1
The annual cash subsidy obtained from Subsidy Objective Scheme 1365000000 25.6 2
Welfare-infrastructure plans 500967213 9.4 3
Physical plans 161655738 3.0 4
Economic-manufacturing schemes 85360658 1.6 5
Health and treatment schemes 78290164 15 6
Administrative and communicative schemes 53836066 1.0 7
Educational schemes 48180328 0.9 8
Religions-cultural schemes 26196721 0.5 9

Total 5339656524 100 -

*Except for the case 1 that was directly received from Birjand Governor in 2015, and also the case 2 that
was 455000 Rials, an adjustment for inflation was made in the estimation of other figures using goods and
service price index in 2011/ Source: research findings, 2016.
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Economic sector’s utilization of national wealth and capital which in Iran primarily includes oil revenues can
be divided in the category of facility provision system and expenditure credits with the relevant plans and
projects. The research performed on the situation of the rural households’ utilization of facilities and credits
[Table 3] in Birjand County during the past decade showed that only a small part of the population studied in
Birjand, i.e. about 32.1 percent, have been able to take advantage of financial and credit system profits.

Table: 3.The rural households’ utilization of rural facilities and credits in Birjand County

Grant Credits and Facilities = Frequency | Percent

No 178 67.9
Yes 84 32.1
Total 262 100

Source: Research Findings, 2016

Despite the fact that agriculture and animal husbandry as the traditional sectors of the economy in rural
areas are some of most expansive and significant current economic activities in these settlements, the
investigations indicated that, among 84 households receiving credits in Birjand County [Table 4] only 11.8
percent of total loans and credit received were in the field of activities related to agriculture and animal
husbandry such as purchase of agricultural implements, construction of greenhouses, construction and
purchase of livestock. In addition, out of 63 villages under study in Birjand County, the residents of 16
villages took advantage of these credits. In other words, only 26% of rural settlements in Birjand County
received the share of oil for the traditional sectors of rural economy. The total amount of credits and wealth
that has been allocated to the villages over the recent decades was around 10180 million rials by applying
inflation rate in a period of ten years. The average value of each credit item assigned to the rural people was
estimated to be about 330 million Rials.

Table: 4. the agriculture and animal husbandry credits assigned to the rural people under study
in Birfjand during 1996-2015

Index Value

Percent of the villagers utilizing agricultural and livestock credit 11.8
Total number of the loans granted (item) 31

The number of the villages that received agricultural and livestock credit 16

The total amount of loans granted (£) 10180000000
The average amount of loans granted (£) 330000000

Source: Research Findings, 2016
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Employment characteristics of rural population in Birjand County

According to the employment status of the rural people in Birjand, 9.5% of household heads were
unemployed, and 90.5% of them were employed over the past year (2014-15). Among the rural employed
heads, 46.9% were involved in part-time and seasonal employment activities, and 43.5% had full-time
employment. In terms of job composition and frequency of each head of the household, the studies indicated
that each person was engaged on average in two job positions. In responding to the question that what is the
main job of household heads in the villages under study in Birjand, the research indicate that the main jobs
include horticulture, animal husbandry and cultivation, respectively. A small percentage of people were also
workers. The main job of about 14 percent of the households surveyed was defined with the term ‘other”, i.e.
activities such as repair, construction, bakery, freight and passenger transportation [Fig. 2]. Accordingly, it
can be seen that human and economic life of Birjand’s people especially in the rural areas is closely
interlinked with activities taken in the sectors of agriculture and animal husbandry.
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Fig. 2: Frequency distribution of the percent of the main labor of the people surveyed in the villages of Birjand

County

Changes of traditional parts of rural economy (agriculture and Animal husbandry) in Birjand
County

Cultivation, horticulture and animal husbandry are three common and traditional activities in Birjand. The
surveys indicated that in Birjand [Fig. 3], in agriculture sector, the percent of users of horticulture activities is
higher than that of main horticultural products in the study area, and two of main garden products in the
area include barberry and jujube. Among field crops cultivation, wheat and then barely have the highest
percentage of utilization in every village of Birjand county.

Percent
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94.1

62.8

Fig. 3: The diagram for the comparison of the mean percentage of utilizers of major farming and gardening
products in each of the villages in Birjand (2014-2015)!

In terms of added value of agricultural products [Table 5], it was indicated that among the major crop
products, average cultivation acreage of wheat in every village is higher than other crops, and then average
cultivation acreage of barely was 1.4 ha and barely was 0.054 ha per village. Because wheat production is
consumed mainly for self-consumption, and also according to farmers’ traditional belief that wheat
production increases agriculture’s blessing, thus there is more tendency to cultivate wheat. Considering the
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production of value added of each agricultural crop in the villages under study in Birjand, it can be found that
the production of none of these products has economic efficiency and profit. In response to the question of
why despite the lack of the economic benefit from the production of crops such as wheat, barley and alfalfa,
farmers continue to cultivate these products, there are two reasons: first, wheat is cultivated due to self-
consumption value and fulfilling household’s needs and barley and hay due to fulfilling household livestock
need (cattle and sheep). Secondly, as the labor force underlying production of the three products are mainly
supplied through household’s manpower, and agricultural beneficiaries do not pay manufacturing workers’
wages, rural utilizers wrongly think that worker costs are free, thus the unprofitability of cultivating
agricultural crop does not show itself, and is not tangible. In addition, some factors including low level of
experience and skKill for planting other crops (innovation in cultivation), the presence of fertile lands and
water for agricultural cultivation, low diversification of rural economic activities and consequently relatively
high spare time of the household labor force causes rural people to do cultivation even if it has no profit for
them.

Among main garden products, jujube product had highest cultivation level compared to barberry, because in
terms of climate, in all the agricultural land area in Birjand, there is possibility of planting jujube fruit.
However, barberry is faced with significant restrictions and is mainly planted in the north eastern lands of
Birjand County. Economically, the calculations showed that both crops have a significant added value, so that
they are considered strategic products of agriculture in Birjand and South Khorasan Province.

Table: 5. the status of value added of the major agricultural products in the sample villages in Bijand County

(2014-2015)
. Cultivation Production yield Productlon_ cost per ha Gross income Value added of
Agricultural Products acreage per (kg per ha) (Rials) (per ha) er ha (Rials)
village (ha) 9p P P

Wheat 2.1 1195 16586849 13802250 -2784599
Farming Barley 14 1076 15679886 9899200 5780686-
Alfafa 0.045 500 20158581 4181500 15977081-
Horticulture Barberry 0.9 1434 13315861 20076000 187444139
Jujube 6.3 1553 4723922 12424000 119516078

Table. 6: The average number of the exploiter and livestock in the sample villages in Birjand County (2014-2015)

Table: 7. Average value added of per light- and heavy-weight livestock in the villages of Birjand (2014-2015)

www.iioab.org

Source: Research Findings, 2016

Based on the survey, it was found that in every village, on average, 62.2 percent of the local population is
engaged in animal husbandry. The average number of light-weight livestock per village (both traditional and
industrial) was 461 heads and the average number of heavy-weight livestock per village head was 27 [Table
6]. Hence, on average, every exploiter had14 heads of light-weight cattle and 0.8% heavy-weight cattle. In
Birjand County, the exploitation of livestock is done mainly on light livestock such as sheep and goats.
Economic efficiency of livestock (traditional and industrial) in Birjand area indicated [Table 7] that the
production of added value of one head of light-weight livestock is between 3952500 to 4488500 Rials, and
added value of cattle and calves rising in the villages of Birjand is almost 50205000. Despite the heavy-
weight livestock has greater economic efficiency than light-weight livestock; light-weight livestock rising is
more preferred. This is because of three reasons. Firstly, purchase of the initial capital for the purchase and
maintenance of light-weight livestock less than heavy livestock. Secondly, the capacity of the natural
environment, especially pastures for heavy livestock is less. Thirdly, given that meat and dairy consumption
market in Birjand and even South Khorasan has low number of consumers, and the market is distant from
main sources of domestic consumption and food factories in some cities such as Tehran, Mashhad and
Isfahan (as the main centers for heavy-weight livestock meat consumption), then sale of heavy-weight
livestock is done slower than light livestock.

Number of heavy-
exploiter per weight livestock weight livestock of
village per village each exploiter
32 461 27
Source: Research Findings; 2016

Number of Number of light-

Sheep

Indicator Cattle and Calves

Ewe

Goat

Total cost for maintaining the livestock (Rials) 5560000 5560000 53110000
Total gross income obtained from livestock (Rials) 10048500 9512500 103315000
Add Value of per head of livestock (Rials) 4488500 3952500 50205000
Source: Research Findings; 2016
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Considering the efficiency of production in each of agricultural and animal husbandry sectors as two
economic traditional sectors in Birjand, the research made a local survey to reply to this question: “how
much change has been happened in the expenses and income obtained from agricultural and animal
husbandry activities in rural areas of Birjand over the past decade? And the comments presented by the rural
people indicated that the expenses increased at three sectors including cultivation, horticulture and animal
husbandry [Fig. 4], such that in the cultivation sector, 50% of the respondents indicated that the expenses
were increased to some extent, and 26.7% of increase in the expenses was very high. In the horticulture
sector, 56.5% of the rural population reported increase in expenses to be to some extent and 26.7 percent
reported it to be too much. In addition, in animal husbandry sector, they assessed the changes in production
costs to be high and very high. To compare these three sectors, it should be said that increase in production
expenses for livestock activities was lesser than that of cultivation and horticulture, such that 43.1% of the
changes in production expense in the livestock sector were reported to be unchanged, because as local
people stated animal husbandry depends less on state decisions and service compared to cultivation and
horticulture, and is mainly dependent upon pasture and natural environment. Accordingly, it can be said that
the economic losses caused by the poor performance of Iranian government (dominant rent-oil political
economy) is higher on production activity and spending in rural economy sector in comparison with the
phenomenon named drought that it has afflicted Iran, especially East and the area of interest, for nearly two
decades.

Percent
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20

10

Cultivation sector horticulture sector = Animal husbandry sector

50

26.7
26.7
|
0o o0 o 0. .0 0
Very Decreased Somewhat Unchanged Somewhat Very Increased
decreased Increased

Fig: 4. the graph of the frend of the change in production costs in the traditional activities of rural economy
(cultivation, horticulture and animal husbandry) during the decade 2006-2015 from the perspective of the local
community in Birjand County

In terms of revenue, in the past decade (2003-2015), production and activity rate in all three sectors
including animal husbandry, cultivation and horticulture has fallen, such that according to the local
community, income increase has not occurred at any sector. Among the traditional activities of rural
economy, production in horticulture sector in the rural areas in Birjand has faced with a more decrease in
income compared to two sectors namely animal husbandry and cultivation [Fig.5]. This issue is caused by
severe drought impact on horticultural crops such as barberry within the past decade, and also strong
inefficiency in warehousing the barberry after production at cultivation season, and these have led to
farmers’ financial problems and also wastage and damage of the product before presenting to the market.
The final result of this process is reduced revenue from horticultural activities.

Villagers and farmers as a pillar of target society, programs and spatial policymaking in the area of political
development and economy, are the most important evaluators of functional system and underlying
procedures. Accordingly, a review of the views held by the local community of Birjand’s rural areas showed
that [Fig. 6] the government's attention to the villages, especially in terms of traditional activities of rural
economy has not been changed, and dominant tendency is toward reduced attention paid to the rural
economy. However, within the last two decades, one of the most obvious obstacles and threats facing the
traditional rural economy in Birjand has been the incidence of severe drought, and despite rural people’s
urgent need to the government fiscal and program supports, we have witnessed lack of sufficient supervision
over such problem.
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Fig: 5. The graph of the frend of the change in the income obtained from the fraditional activities of rural
economy (cultivation, horticulture and animal husbandry) during the decade 2006-2015 from the perspective
of the local community in Birjand County.
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Fig: 6. The trend of the change in the government’s attention paid to the traditional activities of rural economy
(agriculture, horticulture and animal husbandry) during the decade 2006-2015 from the perspective of the local
community in Birjand County

Spatial mobility of rural-human capitals in Birjand County

As one major consequence of the continued recession in economic activity in a place is the loss of active
population and potential manpower under the title of labor migration for the benefit of absorbent settlements
such as cities, population movement is one of the factors affecting economic growth in a place. A review of
opportunity migration of the villages surveyed at Birjand during 1999-2015 showed that[Fig.7] the changes
have followed a growing momentum, and within the past 10 years, rural migrations have significantly
increased. Thus, it can be said that escape from villages in the study area is rapidly growing.
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Fig: 7. The tfrend of rural migrations in the rural seftlements under study in Birjand during the years 1999-2016

In response to the question why the intensity of migration from rural areas of Birjand county increases day by
day, an analysis of the reasons for the migrations occurred in this region indicates that [Fig. 8] major
motivation underlying this process is escape from unemployment. Secondary factors include education,
marriage and military service. In this process, gender bias and discrimination prevailing on the rural areas
have has caused a situation in which men have more opportunities to migrate from the countryside than
women, such that in terms of gender distribution of immigrants from the villages under study in Birjand
County, 75% were men and 25 % were women.

Other
2%

40% 3

-’

Military service
2% Marriage
15%

Fig: 8. the graph of the major reasons for the immigration form the villages under study in Birjand County during
the years 1999-2016.

Impacts of oil rents allocation on traditional parts of rural economy in Birjand County

Significance test of the oil rent distribution model in the sample villages in Birjand indicated [Table 8] that
among the nine dimensions of the model in the villages, the dimensions namely credit and budget allocation
to productive-economic projects, the purposeful plan proposed by the incumbent presidency, infrastructure-
welfare plans, physical plans, rural management credits, and link-administrative plans have a significant
positive relationship with the capability of generating wealth in traditional rural economy.
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Table: 8. the results obtained from correlation test between the dimensions of oil rent distribution model in the

villages with the potential to generate wealth at the traditional economic sector per village
Pearson Correlation

Variables Coefficient Sig. (2-tailed)
Rural management sector’s credits _ 0.253* 0.002
Purposeful subsidy plan Potential 0.516* 0.000
Infrastructure-amenities plan budget to 0.442* 0.030
Physical plan budget ge”‘frhaFe 0.281% 0.005
Productive-economic plan budget t\:lazait:or:gl 0.603** 0.000
Health and treatment sector budget economic 0.744 0.192
Adm|.n|strat|ve-communlcatlon plan budgets sector per 0.198* 0.010
Training plan budget village 0.691 0.058
Religious-cultural plan budget 0.304 0.101

** Correlation is significant at the 0.01 level (2-tailed).
*.Correlation is significant at the 0.05 level (2-tailed).

A study of significant relationship between the dimensions of the oil rent distribution model at the villages in
Birjand with the spatial flows of rural-human capital indicate that [Table 9], among the nine relevant
dimensions, the dimension namely productive-economic projects with a negative association have the
highest correlation in comparison with the dimensions of spatial flow of rural-human capitals. In addition, the
credits granted in the form of the purposeful plan and educational projects such as school construction
negatively impacted spatial flows of rural-human capitals.

Table: 9. the results obtained from correlation test between the dimensions of oil rent distribution model in the
villages with the spatial flows of rural-human capitals
Pearson Correlation

www.iioab.org

Variable Test Sig. (2-tailed)
Rural management sector’s credits 0.755 0.122
Purposeful subsidy plan -0.270* 0.035
Infrastructure —amenities plan budget . 0.400 0.68
Physical plan budget T?Ii;ga;al 0.237 0.209
Productive-economic plan budget rural-human -0.494* 0.001
Health and treatment sector budget capitals 0.352 0.059
Administrative-communication plan budgets 0.419 0.191
Training plan budget -0.313* 0.014
Religious-cultural plan budget 0.388 0.063

** Correlation is significant at the 0.01 level (2-tailed).
*.Correlation is significant at the 0.05 level (2-tailed).

CONCLUSION

Depending upon the extent of dependency and how to manage its distribution, Oil resource as a natural
wealth has some effects on the development of the countries at different geographic levels. In fact, the
performance of governing political economy system that its main directors are government and bureaucratic
system determines whether or not oil can contribute to the realization of economic and spatial development
(with its most important function: to strengthen the process of capital accumulation) or it may have anti-
development impacts? This is because most views on economic development agree on the point that capital
accumulation is a necessary condition for the development of modern economies, and as Alexander
Greshengor has stated, three factors including economic enterprise, banks, and states can contribute to
capital accumulation or gain the capital in different countries [78]. Accordingly, the present article attempted
to present a review and critical analysis of the oil rent distribution between villages in Birjand County which is
under the authority of the government and bureaucracy, and then to analyze and interpret economic
consequences of the relevant model on the rural economy.

Confirming Douglas’s view, the research results show that: “in state economic structure, resource allocation
is not primarily optimal” [79], i.e. the distribution of oil rents by the government at geographic areas
predominantly aims to advocate and strengthen state revenues and bureaucratic systems rather than
providing benefit for rural and local community. In other words, the main priority of management and
distribution of oil rents in relation to rural areas has been the sectors and projects whose profit and
economic yield shortly after exploitation are transferred to the Treasury and government accounts through
paying salaries, paying bills, or rent assigned to the contracts for the implementation of projects, were
considered more and more significant. Thus, some Iranian economists believe that since Iran's oil revenues
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are a tool used by the government to perform its affairs and meet its needs, it is not utilized for promoting
universal development [43].

In an area like Birjand County where agriculture and animal husbandry as the pillars of traditional rural
economy are regarded as the most traditional economic sectors in rural economy system, the current oil rent
distribution model among rural settlements has not operated very effectively; and improper use of oil wealth
to modernize and strengthen capacity to produce value-added relevant to the traditional sectors of the rural
economy (cultivation and animal husbandry) and also contribution to the extensive implementation of
economic activities as the complement to traditional sectors in villages has had two consequences: an
increase in the pressure exerted on traditional sectors of the rural economy despite the exploitation
recession in some sectors such as cultivation in order to compensate finance and capital required for the life
of rural people and villages. Second, the reduction in income and financial power of the household as a
result of economic downturn in traditional sectors of rural economy and also priority of implementation of
costly projects for households such as water and electricity supply, implementation of guide projects by
planners and authorities involved in wealth source distribution, are two major factors that have led to the
imposition of severe financial pressure on the rural people. Based on the relevant trend, the spatial
displacement of the rural people has been exacerbated in favor of urban centers or other involved
settlements in the form of the phenomenon namely “escape from village”, and this can lead to exit of human
capitals (manpower and thinking) and intensification of capital in a place rather than village. Accordingly, it
could be concluded that, by disrupting spatial wealth accumulation, the current intra-rural oil rent model is in
conflict to the interests of rural associations, and follows a direction rather than development, especially

economic development.
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